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currency options market should be created. 
These initiatives would give improved 
hedging methods through which economic 

agcntscould reduce theirexposuretocurrency 

fluctuations, and improve market quality on 
the dollar-rupee spot market. 

Appendix 

Further Reading 

ThelifeworkofBlack, Merton andScholes 

is not limited to options and their pricing 
alone. Black and Scholes did pioneering 
work in theory and testing of asset pricing 
models [Black Jensen and Scholes 1972, 
Miller and Scholes 1972). More than 25 
years ago. Black was the pioneer in seeing 
a major role for computerised order¬ 
matching, which has revolutionised markets 
in India and all over the world [Black 19711. 
He also took great interest in general equili¬ 
brium theory and market microstruclure. 

In the last decade. Merton has devoted 
much effort to deep questions about the 
interactions between the financial system 
and the economy, and the appropriate role 
for public policy. This work is accessible in 
Crane, Merton, Froot, Bodie, Mason, Sirri 
Perold and Tufano (1995), a book of great 
importance for students of India s financial 
system. 

The 1996 edition of the perennial classic 
of finance. A Random Walkdown WallStreet 
by Burton G Malkiel has a chapter on 
derivatives. It provides a basic perspective 
on financial markets, from the viewpoint of 
an investor in the markets, and integrates a 
treatment of derivatives with this. Two 
valuable introductory books on denvatives 
are Hull (1991) and Kolb (1996). 

The history of these ideas is presented in 
Bernstein (1992), a highly readable account 
of the development of modem financial 
economics, and includes a treatment of option 
pricing. The more recent book Bernstein 
(19%) is a history of risk and human ideas 
in measuring and controlling it, and has a 
considerable treatment of derivatives. Black 
(1989) tells the story of the option pricing 
formula from Fischer Black’s point of view. 
The option pricing formula has been the 
subject of intense interest in many unexpected 
quarters, an example of this is Corcoran 
(1990). Fischer Black died on August 30, 

1995, and his partners take stock of his work 
in Merton and Scholes (1995). 

Turning to thorough textbooks, a good 
book where the pricing of derivatives can 
be learned is Hull (1996), The book Hull 
(1991) can be viewed as a bridge to Hull 
(19%) for those lacking the requisite pre¬ 
paration. Another useful book, with a greater 
focus on applications andinstitutional details, 
is Dubofsky (1992). One of the best thorough 
treatments of futures markets is found in 

Kolb( 1994). The companion book on options 


markets is Kolb (1995). Classic articles from 
the derivatives literature are collected 
together in Kolb( 1997) and Malliaris (1997). 

Background material on India s financial 
markets, and the role for derivatives therein, 
is found in Shah and ’Thomas (1997b) and 
Waghmare (1997). Some of the policy issues 
concerning derivatives are addressed in Shah 
and Thomas (1997a). 

Notes 

1 There is a taxonomy in options which merits 
mention: options can be 'American' or 
•European’, and they can be 'call options' or 
■put options'. An option which gives the holder 
the right to buy something is called a call 
option. An option which gives the holder the 
right to sell something is called a put option. 
An option which can be exercised only on the 
expiration date is called a European option. An 
option which can be exercised anytime up to 
the expiration dale is called an American option. 
The discussion in this article has centred upon 
European call options; American options and 
pul options have been ignored. The essential 
ideas of their analysis arc identical to those 
described here. 

2 While insurance and options are functionally 
similar, insurance differs from exchange-traded 
options in many essential ways. Insurance is 
typically sold by a small set of firms, with high 
entry barriers, whereas anyone can sell options 
on the options market. Insurance companies 
typically focus on stable and predictable kinds 
of risk, such as life and health, while options 
markets generally deal with price risk. 

3 Dixit and Pindyck(l994)ana)yse theeconomics 
of investment from an option pricing 
perspective. 

4 In jargon, the person who places limit ordere 
is an option writer, and earns impact cost The 
person who places market orders is exercising 
the option, and pays impact cost. 

3 Once the price of the call option is known, put- 
call parity gives us the price of the put option 
For those interested in numerically 
experimenting with these formulas, there are 
numerous Internet websites which evaluate the 
formulas. 

6 There is an element of linguistic confusion also 
here. The term 'carryforward’ which is rightly 
applied to badia has been wrongly mutated to 
•forward trading', which badia is not. 
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A NATIONAL BANK WITH 
INTERNATIONAL PRESENCE 



Five decades of refeotku effort has never seemed 
too long. For UCO Bank, limitation always proved 
to be an opportunity to scale new heights, ^ginning 
in a modett scale IXX) Bank has grown into 2000 
branches and extension counters. Expanding its 
fi^ of operation from financing to infiastnicture 
development. UCO Bank treaded its w^ on to 
newer pastures and reached intenuaional destinarions 
of trade and commerce. 


Sensitive to the needs of its customers UCO Bank 
has introduced the new age Pmsotud Banking 
consisting of computerised banking services, 
holiday banking and evening counters. UCO Baidc 
has modernised its fiinctioiiing imUbing the latest 
technology for greater efficiency in corporate 
banking. Cementing a bond has always be» the 
bank’s endeavour. 
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DISCUSSION 


Correlation or Causality? Interest Rates 
and Budget Deficits 

AtuI Sood 


THIS IS m reference to The Interest Rate 
Imbroglio: Monetary and Fiscal Dimen- 
^ons' by D M Nachane, A V Karnik and 
N K Hatekar (Nachane et al 1997], Based 
on a brief theoretical review, the paper 
establishes two hypotheses relating interest 
rates with money supply and budget deficits. 
Il then goes on to empirically test these 
hypotheses and concludes that ' ...liberali- 
•sation has been badly managed and is directly 
responsible for the upward surge in interest 
rates..." (p 1167). 

I am in full agreement with the authors 
regarding the adverse impact of financial 
liberalisation on the Indian economy. 
However, the question really is: Are the 
adverse consequences the result of 'badly 
managed’ financial liberalisation strategy 
or something more fundamental? No doubt 
the most crucial component of the financial 
side of the market is the process of interest 
rate formation. However, the IMF sponsored 
financial liberalisation strategy is premised 
on a 'particular' understanding (elaborated 
later in this note) of the determinants of 
interest rates. And it is quite possible that 
the adverse consequences of financial 
liberalisation may be rooted in the very 
premises on which financial liberalisation 
is based. 

My argument is that to formulate a 
comprehensive critique of the financial 
liberalisation strategy adopted in India 
since 1992, it would be u.seful to explore 
alternative ‘causal’ connection between 
relevant economic variables. In this short 
comment, I explore the relationship between 
interest rates and budget deficits as posed 
in the paper by Nachane el al specially 
focusing on their stated hypothesis that 
“nominal interest rates respond positively 
to budget deficit increases” (p 1170). 

Economic commentaries, including media 
reports, often relate the increase in interest 
rates, vinually as a matter of demonstrated 
fact, to increasing risk premium on financial 
investment. In simple terms the idea is that, 
to borrow more (i e, increasing deficits) the 
price of borrowing (i e, interest rate) has 
to be more. Alternatively, to make the (risky) 
government bonds attractive to investors, 
higher yield needs to be offered. The 
arp^ment in this paper is no different. In 
this paper, the relationship between budget 
fteficHs and interest rates is based on the 
IS4<M approach (through the outward shift 


of the IS curve) and another connection is 
based on the financing sideof budget deficits 
(through changes in the supply of 
government bonds to finance deficits and 
the resultant impact on security prices and 
yields) (p 1170). 

The idea that interest rales reflect the 
confidence of financial investors rests on 
a particular, but usually unstated, model of 
how capital markets work and interest rates 
are determined. The fundamental idea is 
that, like the price of any other commodity, 
the interest rate (the 'price' of borrowing) 
is determined by the intersection of demand 
and supply. Real savers supply a certain 
amount of capital to the financial market 
(based on their own thrift and savings 
preferences); borrowers, in turn, demand 
access to these funds. The interest rale 
fluctuates until the supply of funds equals 
the demand for loans; the resulting equili* 
brium interest rale is often called the 
'natural' interest rate, and it is held to be 
determined by fundamental long-run eco¬ 
nomic forces, such as the 'thrift' of savers 
(which influences the supply of new savings) 
or the real productivity of capital (which 
influences the amount that borrowers 
should be willing to pay for loans). This 
natural rate is difficult to measure, but it 
is nevertheless assumed by the model to 
provide a centre of gravity around which 
shorter-run. policy induced fluctuations in 
interest rates may occur. This underlying 
theoretical model generates several im¬ 
portant and generally conservative policy 
conclusions - in particular, that government 
borrowing causes interest rales to rise by 
increasing the demand for loanable funds 
and as a result squeezes out private invest¬ 
ment because of higher interest rales. The 
theory that a risk premium is incorporated 
into higher interest rales can be base4 on 
this model as follows. In addition to the 
normal, natural interest rate that may exist 
al any point in time, lenders will demand 
compensation for the risk that they may 
not be paid back by their debtors. High 
indebtedness is assumed to increase the 
risk that governments may default on their 
loans, and high inflation increases the 
risk that they may attempt to inflate away 
their debts rather than pay back their fair, 
real value. Thus additional risk premium 
will be higher for governments with poor 
recofds of fiscal responsibility and price 


stability. In theory, risk premium should be 
most visible in the underlying long-term 
natural rate of interest, as opposed toshorter- 
run interest rates. It is important to note 
here that in the paper, both the interest rates 
chosen to test the hypothesis (R9I and 
R364)are short-term interest rates (the 
authors also clearly recognise this limitation 
p 1170). 

There does appear to be an apparent 
correlation between the changes in 
government spending and changes in the 
interest rates. But is the risk premium 
theory the only plausible explanation for 
this correlation? Nachane et al seem to 
imply this. This amounts to disregarding 
many complexities and the possibility of 
other explanations. For example, not all 
economists accept the notion that there is 
a natural interest rate determined by the 
efficient, self-adjusting behaviour of private 
capital markets. Some have stressed the 
proactive importance of monetary policy in 
setting interest rates, even in the long run 
(see for example, Moore 1988). In this 
view, interest rates are a policy variable that 
is determined by the actions of central banks, 
the structure and regulation of financial 
instiiutions, and the relative political and 
economic power of financial investors 
versus that of con.^umers, labour, and real 
product! VC businesses. Shorter-term interest 
i.iics will fluctuate according to the more' 
immediate preferences of central banks' 
longer-term rates are slower to change but 
still reflect broader policy, structural, and 
institutional factors rather than the automatic 
clearing of private markets. The general 
level of interest rates is not determined by 
supply and demand; in a modem cretiRt- 
money system, in which virtually all money 
iscrealed independently through the actions 
of the banking system, the supply of finance 
adjusts automatically to meet the volume 
of credit demand by borrowers at any given 
interest rate. 

In this view, the recent changes in the 
interest rates in India more likely reflect 
the pro-active intervention of the Reserve 
Bank of India. The central bank stepped in 
with monetary restraint to offset the 
'expansionary' fiscal changes. No risk 
premium need have plavcd any role, while 
many financial investors may have been 
quite pleased with thcconservalivedirection 
of policy in India, that opinion was not 
essential to the changes in interest rates. 
According to this iheorj, the changes in 
interest rales are expec ted lobe concentrated 
al ihe shorter end of the yield spectrum, 
since this is precisely where the policy 
intervention of the central bank is most 
powerfully and immediately fell. 
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LfiTTERS TO EDITOR 


Martyrs’ Day in 
Chattisgarh 

FIVE years ago the fascist BJP goveniinent 
abetted by the notorious hawala industrialists 
of Bhilai had resorted to brutal police firing 
on peaceful agitating workers of Bhilai. The 
Congress partymen, who were then in 
opposition had shed crocodile tears in 
sympathy of Bhilai workers. But today’s 
Congress government with its smiling fac^e 
has not made the industrialists implement 
the court’s order to reinstate pay wages to 
nearly 4,000 Bhilai workers. More or less 
similar conditions have led to brutal firing 
in Maihar (district Satna, MP) on May 23, 
1997 in which six citizens were lulled. The 
citizens of Maihar were agitating for 
apprehending the killers of labour leader 
Ramesh Tiwari, who was killed in broad 
daylight by a factory maruger and a 'security 
officer*. It is indeed ironical that as in Bhilai 
Ramesh Tiwari was dismissed eight years 
ago for union activities and the court had 
recently ordered his reinstatement. But since 
the factory management had refused to 
imidement the court’s order Ramesh Tiwari 
had resorted to agitation. On May 2S a brave 
journalist Mohan Rathore was killed by 
police-foreM mafia sponsored by Shiv Sena 
goondaa. The murdm of Shankar Guha 
Niyogi, Datta Samant, Parag Das, 
Chandrashekhar. Ramesh Tiwari and the 
murderous assault on revolutionary artist 
Gaddar expose the present scenario in which 
a systematic attempt is being made to throttle 
people’s movements which are the souls of 
democracy. A new class of ‘dollar' 
v/orshippers’ has emerged which includes, 
the likesof Harshad Mehta, Surendra Jain, 
B R Jain, Mookhand Shah. K P Kedia, 
Krisbnamurthy. Paran Sachdeva. Ravi 
Singhal artd Bhansali. Tlie influence of this 
."lass with its comprador-feudal mentality 
has led to the degeneration of morality and 
contempt fcMTdemocratic processes in political 
institutions. It has led tc the phenomenon 
of multi-centrism in evr^y party. 

No one wants elections, time and again, 
butChmtisgarh Mukti Morcha believes that 
real stability has to be related to the logical 
resolution of the burning issue.s affecting 
the people, such as: (1) Employment for the 
18-crore unemployed of the country, 
checking of rural .sr d agricultural migration; 
(2) Controlling price rise; (3) Normalcy in 
Kashmir, Assam and north-eastern states 
with the police and army going back to their 
barracks; (4) Essential commodities 
becoming available to the people living in 
tlie tribal regions; (S) Check on violence and 
scs -bar>cd consumerist culture; aid (6) Defeat 
vf the attempts to destroy our industrial 
aiJ agrcultural productive capacities by 


making the rupee artificially weaker than the 
dollar, end of the dependence on domestic 
and foreign ddx, and efforts towards self- 
reliance. 

Events of the past five years show that on 
the one hand the state m^nery is unable 
to resolve the fundamental issues, and that 
on the other the people at large ha ve adqited 
a militant stance towards these unpatrtotic 
policies. It is the need of the hour that the 
democratic forces in MP raise their voices 
unitedly against repression by the state 
machinery and the violations of the human 
and democratic rights. As part of the 
‘Chattisgaih Nyayagraha’, in the past six 
months Chattisgaih Mukti Morcha has been 
carrying on a militant struggle - four hour 
’rail roko’ on Bombay-Howrah rail line on 
April 20, economic blockade of ’hawala 
industrialists’ S K Jain, B R Jain’s C^ompany 
on November 28, 1996; defying of 
prohibitory orders on April 3 this year in 
protest against brutal police action of 
removing the ‘Akhand Chattisgarh Dhama’ 
and subsequent demonstration and mass 
meeting at the Raipur Collectorates 
Sammelan of 60,000 workers and peasants 
on May 1 to declare their resolve to create 
‘New Chattisgaih for a New India’; and 
thousands of women and men facing arrest. 

Niyogi’s murder trial proceedings has 
come to an end and the Judgment is likely 
to be delivered soon. The C^I has accused 
Moolchand Shah, Naveen Shaha, 
Chandrakant Shah of Simplex group along 
with nine others of murder and conspiracy. 
During the lengthy process the workers and 
peasants of Chattisgarh have been present 
in the court carefully watching and weighing, 
and they are now awaiting punishment of 
the murderers. In order to strengthen the 
rcsol it for a ‘New Chattisgarh for a New 
India” tliere will he a mass procession and 
public meeting at Bhilai, MP on July 1. 
While the state machinery celebrates the 
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XXI Indian Social 
Science Congress 


TAMIL University, Thanjavur shall host ttk. 
XXI Indian Sociid Science Congress from 
Decoidierl to6,1997. ‘People’sTechnology 
and Social Organisation in Action’ is the 
focal theme of it. As usual there will be 21 
sections of dieCongress for discipline-based 
presentation and discussion of research 
papers, symposia/col loquia/special lectures. 
Besides, plenaries on the focal theme, national 
and international symposia/seminars, public 
.lectures, ad hoc group discussions, etc, will 
be held. Abstracts of papers within^ words 
in triplicate along with three c(M||a of the 
full paper may be sent to the unwMgiied 
latest by September IS, 1997. Papers 
either in Hindi or English. No paper wrach 
has been presented elsewhere or published 
or is undw publication need be submitted.^. 
Information regarding accommodation, 
meals, etc, can be had from either of the two 
local secretaries: (1) Y Subbarayalu, 
Professor, Department of Epigraphy, Tamil 
University, Thanjavur 613005. (2) Aroma 
G Sam, Professor and Head, Department of 
Social Sciences,Tamil University, Thanjavur 
613(X)S. Further details can be had from the 
undersigned on request. A pre-registration 
form may be filled in and returned to the 
undersigned at the office of the'Indian 
Academy of Social Sciences, Ishwar Sharan 
Ashram Campus. Allahabad 211004. 

N P Chaijbev 

General Secretary, 

Allahabad. 


Sabscriplion Rates 
Inbuid 

(including '‘'epal and Bhutan) 


(in rupttj) 

Six months One year Two years Three years 
Institutions - 600 1125 I6S0 

Individuals 250 475 875 1275 

Conctasioiial Rates 

Teachers/Reseaicheis - 325 - 9(X) 

Students - 225 

Conoessionai tales ate available only in India. To avail of concesshmal rales, oerdficale from 
lelevont instiuition is essential. * 

Remittance by money oideiriwnk draR/postal order requested. Please add Rs 14 to outstedon 
cheques towi^ bank collection chaim. 

Foreign (In US tf 

_ Air Mail _ Surface Mail 

Instiluliont Individuals Insdtutioas Individuals 
Pakistan. Bangladesh and Sri Lanka 80 .50 63 30 

USA, Canada. UK, Europe, Japan, 

New Zealand, Australia and Ruuia 150 100 90 65 

All other countries 100 70 70 .50 

All reminances to Eco n omic and Mltlcnl Wedtijr 
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Flutter in the Dovecotes 


T he simmering discontent that the Japanese have been 
nursing for many years now with what has come to be 
termed the Washington Consensus appears to have come to a 
boil. While Japan has itself played by the rules of the game as 
defined by the Bretton Woods institutions, it has endeavoured 
to bring up contentious issues in Fund-Bank fora especially 
’*on the need to use a more discriminating approach to prescri¬ 
bing macro-economic reforms in developing countries, taking 
. into ^count their different development histories. While 
these efforts by the Japanese may not immediately result in 
i change of perspective on the part of the IMF-World Bank, 
• It shpuld act as a prompt for third world country governments 
^0 t^ a second look at their own sledgehammer approach 
to implementing economic reforms. 

The Japanese have good reasons to entertain scepticism 
oout the IMF-World Bank policies of pushing down the 
‘ throats of developing economies the structural adjustment 
paradigm that is proving to be costly and unsustainable for 
'hem. There is by now a universal recognition that Japan’s 
development policy sought to speed up the process of growth 
and structural change, deeply involving different types of 
institutions and extensive state intervention in economic 
; ictivity. The Japanese success had become an envy of the 
) American and other western governments whose corporations 
<' sbviously failed to penetrate the Japanese markets and hence 
; -remendous pressure has been brought to bear on the Nippon 
government, particularly by the US through what has come 
,0 known as the Japan-United States Framework for a New 
Economic Partnership (July 1993), to deregulate and open 
jp its economy, and impliedly desist from government 
ntervention in economic management. While the Japanese 
lave been, albeit reluctantly, implementing almost 1,.^(X) 
j^uoposais of deregulation received from 190 domestic and 
'orcign institutions including the US government and the 
European Union Commission, they have nevertheless been 
, rattled because they have lost die necessary leverage in 
ursuing an interventionist industrial policy with which they 
i :ouId hasten the process of the next stage of industrial 
' transformation of their economy. Even though in the 
intervening period the Japanese economy has withstood the 
^rations in the US dollar-yen exchange rate almost 
:dntinuou8ly since 1985 through cost cutting by corporates 
Old shifting of production base overseas, policy hindrances 
^Msed on external pressures have constrained the country’s 
{towth process and created serious problems for its banking 
-ystcffl following sharp drops in share market prices and 
m^ierty values. The real GDP growth, which had averaged 
I per cent per annum continuously for two decades up to 
1991 to an extent even bypassing die cyclical features 


experienced by other industrialised counbies, slumped to a 
range of O.I per cent to 1.4 per cent in the next four yean 
1992 to 1995. Consequendy. the Japanese have been fearing 
that the implementation of the for^ liberalisation proceu 
may push tteir economy also into the same low-growth, high- 
unemployment, and acute-social imbalance syndrome typical 
of post-industrial western econmnies. 

liie Japanese have been responding to this new interna¬ 
tional economic order which has deprived govenunents of 
their sovereign policy initiatives, at two levels- operattoaal 
and intellectual. At the operational level, paiticulariy in their 
bilateral negotiations with the US and the EU countries which 
represent their rruyor export markets, the Japanese have been 
agreeing to place emph^is on the so-called structural reform 
and deregulation of their economy since the early 1990s, 
*T)Oth as a means to foster economic growth and tofacilftale 
access to the domestic market”. 

But, interestingly, at the intellectual level, the Japanese 
have been taking on the architects of the neo-liberal theology 
as represented by the muldlateral agencies, namely, the IMP 
and the World Bank. It is very likely that the Japineae 
interventions in the executive boards of the IMF tbc 
World Bank may have been giving expression to their 
displeasure at the outcome of the structural adjustment policiea 
but we are not privy to these deliberadons. Even so, there 
are other evidences to this effect. For instance, the J^mnibae 
representatives at the annual meetings of the IMF and the 
World Bank have been making subtle references to dim 
differing perceptions. When the annual meetings were held 
in an Asian setting in Bangkok in October 1991, it was 
submitted on behalf of Japan that the east Asian experience 
was unique and “a dynamo fur world economic growth”. The 
statement emphasised the role of the government utfer ofie 
in setting* long-term and medium-term priorities in develop¬ 
ment and in particular in encouraging national savings a^ 
constnicting a financial system that “is able to put savings 
to work in productive investments effectively”. After the 
Wotld Bank published the Japanese-funded study The East 
Asian Miracle: Economic Growth and Public Policy (1993), 
the Japanese representatives became much mote vocal on the 
issue. Suggesting that the IMF and the World Bank should 
incorporate the lessons learnt from successful coualiies 
highlighted in tiie above study, the Japanese sought to argue 
that their own interpretation of the lesson was that the 
multilateral agencies ought ”to formulate country-focused 
tailor-made prescriptions commensioate with the stale of 
development in each recipient country” (Meetings of 1994). 
At the next year’s meetings, these observations weie marie 
more explicitthusr’Tnre^nse to the uniqueness and (Bvetaily 
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of e«c)i developing economy, the devetop- 
meot assijMance ,ntntefy of multiliteral 
devetopment insttodoat must, 1 believe, be 
equally divene, because a static, unified 
appeal nmply will not wotk”. 

While the obg^ve of these efforts by the 
Japanese, paiticulaify the funding of the 
above study, was to prompt some rethinking 
by the Bretton Woods sister institutions on 
prescribing macro-economic policies for 
various devdopii^ countries in a more dis¬ 
criminating manner depending upon their 
initial conditiohs, stages of development, 
the required time-phasing of reforms, and 
the cautions to be exercised,the World Bank 
sought to misinterpret the overwhelming 
evidence contained in the Asian Miracle 
stuefy r^arding the role played by superior 
aoctimularion of physical and human capital 
and dynamic intervoitionist policies almost 
unifb^y pursued by Japan to begin with, 

. by the four tigers thereafter (Korea, Taiwan 
China, Hong Kong, and Singapore) and 
fmally, the newly-industrialising countries 
(Indonesia, Malaysia and Thailand). Their 
unprecedented pace, quality and path of 
growth with a high degree of egalitarianism 
has been truly unique in the history of the 
world economy. 

The World Bank president diose todismiss 
all this, in his foreword to the above study: 
‘Hiere is nothing ‘miraculous’ about the east 
Asianeconomies’ success”, emphasising that 
rapid growth in each economy was primarily 
due to the application of a set of common, 
market-frieridly economic policies, that they 
succeeded because they ensured that policy 
fundamentals were right. Disappointed with 
such a gross misinterpretation of (he east- 
Asian experiences, the Japanese chose to 
fund yet another research project on East 
Asian Development: Lessons for a New 
Global Environment (March 1996), this time 
by tOindcpendentscholars through the aegis 
of the United Nations Conference on Trade 
and Development (UNCTAD). Their 10 
volumes have almost universally rejected 
the World Bank interpretation, with one 
scholar going to the extern of stating that 
"...the persuasive powerof the (World Bank) 
Report depend on a logically dubious charac¬ 
terisation of policies”. Arguing that stMe 
interventions were a pervasive aspect of 
eiuuruig healthy macro-ecotwmic funda¬ 
mentals, these studies have emphasised the 
‘flying-geese’ pattern of industrialisation. 
This meant the pursuit of “macro-economic 
policies to support rapid growth and industria¬ 
lisation; industrial policy to boost profits, 
investment and innovation in particular firms 
and industries at particular moments in time, 
including competition policy, national in¬ 
novation systems, and the creation of tents; 
the managerttent of urban growth in the city- 
states; and the facilitation of structural adjust¬ 
ment (in the sense crfitiuctiiraltransfottnatkm 
aait was undentood indie 1970s) and outward 


(Urect inv estm e ot in particular induatrial 
sectors at die end of th^ lenience of deve¬ 
lopment ftomimpmts to import subslitutimi 
to export expamion". 

Continuing the debatejhe Japanese con¬ 
vened an internatirMul seminar on these 
UNCTADreports in Kuala Lumpurin April- 
May 1996. Obviously these had not borne 
froit and therefbm, the Japanese have takoi 
of late the battle to the ckmsteps of the 
Bretton Woods institutions. The latest IMF 
Survey (June 23,1997) reports that leading 
Japanese academics and policy-makers put 
some pointed questions to IMF staff at a 
seminar joinUy sponsored by the IMF and 
the Institute of Fiscal and Monetaiy Policy 
of the Japan’s ministry of finance in May 
this year. 

First, a number of Japanese participants 
wondered why, if the IMF placed such 
emphasis on promoting growth, that growth 
in countries that had undertaken IMF- 
supported adjustment programmes had 
generally been disappointingly low. 
Secondly, they felt that a market-based deve¬ 
lopment strategy would not best serve many 
developing and transition economies whose 
markets were not well developed; nascent 
markets needed help to develop and, follow¬ 
ing the Japanese example, governments 
should intervene to correct market failures 
and guide market de velopmenL Third, given 
the success of the east Asian model in which 
government intervention had figured promi¬ 
nently in a number of countries, the Japanese 
participants asked why the IMF did not 
crnbraM such policies more enthusiastically. 
Fourthly, in the 1970s many east Asian 
countries had addressed problems of large 
macro-economic imbalances and below- 
potential growth and had turned their 
economies around within a few years. They 
did so by following the sound policy frame¬ 
work outlined by(thc liberal economists) but 
with more emphasis on state-led industrial 
policies and agradualist approach to deregu¬ 
lating and liberalising markets. Finally, a 
number of Japanese participants felt that the 
sharp output collapse experienced by the 
transition countries at the beginning of 
their economic transition might have been 
avoided if a more gradual approach to struc¬ 
tural reform had been ado|^d. 

Intereltingly, around the lime when tbe 
IMF staff were perhaps, desperately, 
defending their own position, including to 
argue that “in many developing.'countries, 
governmem involvement in the economy 
had not led to the positive resulu seen in 
much of east Asia", the Worid Bank's latest 
World Development Report 1997, prepared 
under the leiulership of its new Chief 
Economist Professor Joseph E Stiglitz has 
almost overturned that position: “...an 
effectivestateis the cornentmeof successful 
economies, and without it, economic and 
social development is impossible. Most 


. important, we now tee tint market^ 4 
govenmientt ate comptonentaqr; the.'d' 
laesaenlidfbrputtinginplaoetheapiiro) ^ 
inititutiMUl foundation for maikals”, ty 
The Japanese efforts, h would seem, 
not entirely been unsuccessAil. If onl^ 
bureaucracy-dominated tMid world go " 
tnents like that of India had not cave, 
tbe onslaught of tbe orthodoxy of stnic 
adjustment on the economies of the (— f 
loping countries would have been miti^ 
at least to some extent. 

TOBACXX) INDUSTRY I 

Smoked Out I 

J 

THE recent tobacco settlement in tb(^' 
as the media is describing it has proiq,' 
intense debate among anti-tobacco act^ 
in the US and other westeni countries, i: a 
that the euphoria over the tint ever } 
senlement by tobacco companies has^ 
down, anti-tobacco activists are exarat 
what indeed they have gained. On thq,; 
hand.inwhathasbeentermedahistorici . 
the tobacco companies will cough up $ 36' 
billion over 25 years to compoisate sta.^ 
for the cost of coping with tobacco-ielat^ 
illnesses. In addition, the industry will spt 
$5 billion a year to compensate smokers’' * 
cigarette-related illness and deaths andlu. > 
research and anti-smoking campaigns, aii‘. 
another $1.5 billion to fund progtBlnme^, > 
help smokers quit. Tbe tobacxo industry is 
also being held responsible for ensuring t': ' 
there is a decrease in youth smoking vk; 
it does not drop by 30 per cent in five ypi, N 
50 per cent in seven years and 60 per cc I 
in 10 years the industry will be fined $ J 
million for each per cent short of the gofl 
Together with this the industry has affOiS 
to a ban on vending machine, on using 
models in advertising and on targeting youth, 
and a higher federal tax on cigarettes. 

Most importantly, the industry has agined 
in principle to allow the US Fbod and Oru' i 
Authority (FDA) .to regulate nicotine a* 
drug. However, it would appear that r ^ 
more significant victory has bm the tobai,41 
inchistry‘s,for in the main tobacco compan 
are more or less safe from future litigat> 
for damages associated with tidsacco ul j. i' 
consequence this deal actually prevents ure 
process of law from operating, and aflc ^ 
protection to tobacco compuBes.Morer r. 
the settlement has now to be approve! 
Congress where relevant aspects may . n 
change. For example, although the FDi 4 
been seeking to obtain the right to mi 
and licence nicotine teveis in the indm^ 
products, industry sources say that thi 
not happen in the nearfliture,notwithstai j 
the terms of the settiemenL The settk I 
will no doubt influence the course of ^ 
ongoing class action suits, especially i ^ 
UK and also in Japan, where inciden ' ' 
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fBW My ntiBt phut Mte teffi icMteo 
'sreitt'. 

iowever, ibne it imicb concem ^ the 
‘ demettt will pnnpt tohaoco induttry into 
Wng an extra piiih to their tewch for new 
irketi especially in and east Europe 
d anmig member countries of the CIS 
lere prot^ve legislation is yet to midte 
lm|^ It It of course true that in India 
r instance, the number of trodters is 
owing very sharply. However cigarette 
taking accounts for only about 19 per cent 
tobacco consumption, beedis about 50 per 
nt and the rest in other forms. It is possible 
It with more at stake now than before, the 
bacco industry will pursue its campaign 
persuade the govenuneM to rerfaice the 
i burden on them mote vigorously, so as 
> enable it to cmnpete successfully with the 
bedi sector. It is however a moot point 
. /faether they will be able to substantially 
' spand the market. 

A more troubling issue is the fact that the 
nti-tobacco movement in India, such as it 
., does not seem to have a targe base. While 
here is no underplaying the havoc that 
cigarette smoking can cause, by itself or as 
a contributory cause in ill health, the 
immediacy of other ill health factors dlts the 
^balance towards a neglect of tobacco as 
■factor in morbidity. Mmeover, the anti- 
tobacco movement has little understanding 
of the damage caused to workers' health at 
‘ an stages of the tobacco industry, even when 
they do not consume tobacco. This dis- 
Juncture will bccomeacnicial negative factor 
in tbe coming years if the large cigarette 
manufoctums choose to embark on market 
expansion in south Asian countries. 

It is of course one thing to say that the 
companies hsve seen the writing on the wall 
' and read the sign of the times. But it is in 
the nature of things that now the sevch will 
be on for newer markets especially in 
countries where regulatioru are rudimentary. 
This has given rise to a rife of anxious 
speculation about the cigarette companies’ 
next iiMves in countries like India. 

While the tobacco industry is not huge 
here, it is significant with a turnover of in 
all forms of tobacco. Of this only about 19 
per cent is in the form of cigarettes, some 
SO per cent as beedis, and the rest in other 
'foettu. Again the least health-related controls 
ore in the other forms which in fact cause 
'the most damage. 

>BOUR 

A Moment of IHumph 

U correspondent writes: 

L.AST week, in what can only be tenned a 
1iistoikjudgroent,dtekillenoflabourleader 
’ShankarGuhaNqmglwis i e ni iencedtodeatli, 
■flve olhen, hKluding two industrialitts to 
■Ufe Imprltoafflent; three of tbe accused were 
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ac^nkted. While uadoubledly, the iMbiaQ 
wiU be chgasiignrtetvitloBS levels this first 
judgment is. ii tribute to the sustained 
csmpaignbyfiieChliafisgstltMuktiMorche 
(CMM) wUdi Niyogi gave shape to and 
other fmtctnal otganisatians seeklrtgjustioe. 

When Niyogi was inurdeied in September 
1991, there was little hope that tbe police 
Investigatioaa would go any way other than 
what has twppened in the prut in various 
other killings of activists. It was espectaliy 
unlikelythatinChhafisgaih,beingptaiected 
as Madhya Pradesh’s El Dorado, the 
industrialists’ interestsinvolved in the killing 
would ever be implicated. It was only when 
the investigations were handed over to the 
CBI by the BJP government in the state 
under pressure from various labour 
organisations, thattharge-sbeets were filed 
against five people including inditstrialists 
of the Simplu Group which was hit hardest 
by (heCMM agitation agamstditcrimiaatory 
contract labour system. The arrest of the 
killer in August 1993 revealed his 
connections with the industrialists. 

In the years after Niyogi’s untimely death, 
much hra happened within the CMM. But 
it is a tribute to its CNganisational strength 
that it has not only held together but has 
continued to sustain the movement in a region 
which is being subject to intense state and 
corporate interest as the new areaforindustrial 
development. In that sense too, the judgment 
is a triumph. However, the CMM itself has 
pointed out that even while sentencing the 
hired killer, tbe men behind the crime remain 
unpunished and indicted. Whiuever be the 
outcome of the court cases and investigations, 
the derision of the Madhya Pradesh court 
is much needed boost to the troubled labour 
movement in the country. 

UNITED STATES 

Capitalising on 
Consultancies 

AN interesting and disturbing report in a 
respectable US daily is about how instrtuttons 
and their officials charged with major 
consultancies abroad sometimes futKtion. 
Our media has missed it altogether. The 
Harvard Institute of Iniernaiional 
Development (HIID) has been lately in the 
news ^t not for the reasons that the 
(Mganisation would like itself to be writtm 
about, or receive publicity, certainly not in 
those puts of the world where it operates, 
and spocialiiing on whose develo|mettt it 
capitidises. 

The US government has suspeniled 
payment of $ 14 roUlkm to tbe institiite. It 
is thelast instalment of a$S7miIlianoQattact, 
awarded in 1992, to bc^ Ruaaiaa officials 
privadseg o v em mentopemtioosaod redesign 
the country’s legal system and its capital 
markets. The last instalraeiH has been 


wMImM crmaaqdent to > Wnikif In V 

pwyiBHHlQUBwginglliOP IMIVmBRRdP^i 

oUkials in Moscow, JonadMii Hay m4 
AtidMSli)eHer*rdwMiliteTiWtorAeUI 
go ve nu nem by using persomdia imt eH ship s 
on occaskm for private gakr**. Spedflcal^, 
as Boston Globe reports, both Hay and 
Schldfer tire latter thnngb his wilb. Nancy 
Zimmermtm, speculated in the Rtuiiao 
government bond mafcet nsiiy *^reeoutcet 
financed by USAID to support the privme 
investment activities”, liw US General 
Accounting OfTioe had in its last November 
report on the institme's work in RaBsia,catne 
tothecoixdusionthat'USAlD’smansinBent 
of the institute lax”. 

Whatever may be Harvard Uiavertiiy’s 
own aortas for its academics, particularly 
those hokliog faculty pontions and at the 
satire time working as consttaants outside, 
under various contracts etaeted into by the 
imivenity’s institutes and departments, k 
can be said certainly on the basis of w ha tever 
hat come to light in tbe preliminary 
in vestigatioiu that Harvard acadendetcauMS 
be relied upon to act as aca d emic s when 
they have opportunitiet to. make a quick 
buck, whether these o p port uni ties crop up 
in Russia or any other cmnlry. 

There is no evidence that the Indian meiBa 
has taken any notice of the lepoitt in the US 
press about the misdeamanors of Harvard 
faculty associat e d with HIID. Not that tire 
Indian media could be unaware of the 
involvement of HDD in India and therefore 
its relevance. Only last month lire inatiliile’s 
director, GeofTry Sachs was feted in D^ 
by none other than our finance mitiister, 
PChidainbaram and the corporate moghali 
One needs to know what ^ i n vo l ve m ent 
of Sachs' iastitute in India is in the mailer 
of privatisation in general tire reform of 
ctpital markets. It is generaiiy known tint 
several of not only our high level bnieaicratt 
but also acarJeroics, of certain pennasran, UP 
doubt enjoy the hospitality of tire tune 
institution from time to time. So its influence 
on our ecoiKMnic and fiacal policy-makiiig 
could be quite subsiimtially large already. 
The questions to ask are how deep the 
institute’s involvement and influences are 01 
present and whetirer or not, in the light of 
the leceitt disclosures in the US media, there 
is need for being on guard in regard at leare 
to tbe private opetatioia its rdlicsab od^ 
indulge in, on ^ sly, on tire basis of th^ 
inside information about policy dB ci iio ns . 


Cometion 

in Mala Lalvaai's article’Some Aaoemliei ia 
IndUa Data Sets: TacUiiig Inroniiiamrira* 
iEPW, June 7) tire last leaieace ia the 
a rkn owl edgMnea t s s h o ul d correctly read aa 
foUowa: I am giaiefol to .... the Divittoa of 
Fiacal Ana^ ISAP, RBI. 
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BATA INDU 

WaUdnglUl Again 

APIER going deep into the led during 
year ended Deoeoito 31, 1995 with a net 
hw ofRe 412 cme, Bata India hat managed 
to do a complete about face during I996by 
poatiqg a pocitive bottomline of Rs 4.2crofe. 
The company clahns that thu hai been 
poaiible mainly due to lestnictiiriiig of iti 
budneia activities and a turnaround strategy 
which inciuded focus on mass coosumption 
pioductf, flexible marketing, tighter cost 
oontrali, and better asset management. 
Barikr, the company had decided to wean 
away from traditiaaal stron^iolds in the 
ntid^ and lower footwear segment to woo 
the pieamim segment - a strmegy which 
badcfiied Rsulting in the huge loss last year. 
In order to cut its losses, the company then 
sold off its cotpoiate headquarters for Rs 
19.5 cnxe; the sale proceeds helping it to 
tide over its sevem cash crunch. Next, it 
disoontinuedits tie^p with Adidas and once 
again revetted its fbcus from the low-volume, 
high priced oicfaBffiBilcea to the high-volume, 
midtk uni lower priced segment 
The company upgraded its product profile 
by imroducing new stylet and designs and 
improved its distribution systemby adopting 
coat cutting measures and focusing on the 
retail division, which accoums for 65 per 
cent of its turnover. Bata India also 
aignificantly reduced its contract 
maouftcturiiig strategy (it outsourced up to 
30 per cent of its production during 1994) 
and laid emphasis on increasing its own 
capacity utilisalioa While net sales and value 
of production improved by 11.9 per cent and 
10 J per cent. leapectively, a propoitionally 
lower rite in ope^ng expenses helped the 
company r^i^ an opet^ng profit of Rs 
318 croce as against an operating loH of Rs 
27 crore during the previous year, 1995. A 
tight leaab on interest charges, which 
incrmied by a mere 14 per cent, and a fall 
ofl7.1 percent indeptedationcharges helped 
Ifaecompany achieve a turnaround. Howeror, 
the company was unable to declare any 
divideiidkeeping in mind thecanried forward 
kMaei in its balance sheet The earnings per 
share improved from a negative Rs 16.4 
duiinglhepieviousyear.toapofitiveRs 1.6, 
and value cr^ up from Rs 21.4 per 
ihaie to Rs 23.1 per share during the same 
period. 

The company maintained its net foreign 
rorhangr earner status with a 4.1 per cent 
increase in expottt and a 14.7 per cent fall 
in impom during the year under review. To 
flmuroe its restructuring activities, the . 
c o mpaay made a rights issue during early 
1997 in the ratio of one rigfao share of Rs 
10 each at a premium of Rs 20 per than for 
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every share held. Conaequeotly.wMlee^rity 
increased by Rs 23.7 crore (after December 
31,1996), rea e rve a have been boosted by Ra 
31.4 crore. 

Meanwhile, the company’s good fortunes 
seem to be continuing. During the fieri four 
months of the current year, 1997, the company 
achieved a 19percent increase inprodu^n 
and a 16 per cem rise in sales over the 
corresponding period last year. However, 
despite a bipartite agreement with the Bata 
Mazdoor Union, the company seems to be 
facing labour problems in one section of its 
Batanagar factory. This is an important 
development, considering that the new 
managemern’s battle is far from over - Bata 
India is one of those companies which is 
overburdened with a huge labour force. Its 
oldest and largest factory at Batanagar 
employs around 7,000 people while its retail 
outlets employ another thousand or so. The 
company' $ share price currently rules around 
Rs 95 on the bourses, discounting its 1996 
earnings per share by 58.9 times. 

E MERCK (INDIA) 

Improved Product Mix 

E Merck (India), in which the German 
imiltinationa] E Merck has a 51 per cent 
stake, performed well during the year ended 
December 31,1996 mainly due to a better 
product mix and improved efficiency of 
operations. The company’s product mix 
comprises of pharmaceuticals, pigments, 
diagnostics, reagents and fine chemicals. Up 
to 70 per cent of its turnover is contributed 
by pharmaceuticals which fall under the Drug 
Price Control Ordef(DKX)). The company's 
main product, Evion (vitamin E), which has 
a market share of around 68 per cent, came 
under the DPCX) two years ago. The recent 
increase in this product’s price by 5 per cent 
seem to have helped the company post a 
higher net sales figure. 

While net sales and value of production 
improved by 15.9 per cent and 19.2 percent, 
respectively, during 1996,asoinewhiuhi^ier 
increase in operating expenses led to alower 
13.5 per cent increase in operating profit 
over the previous year, 1995. However, a 
sharp fall in interest charges (down 8.6 per 
cent) during the year under review, helped 
the company post an 18.9 per cent higher 
net profit. ITiis, despite the fact that 
depr^ation rose by 17.2 per cent aiui tax 
provision was highv by 24.5 per cent over 
the previous year. The only chink in the 
campany’sperfofmance seems to be the sharp 
increase in imports (up 40.5 per cent). 
Keqring in mind the fact that its import 
exp^iture alhounts to around 25-3 tiroes 
itsexports earnings, the 8.1 per cent increase 
in exports seems rather inadequate. The 


cow .ts a part of its raw 
nwt irement. Raw material 
.cow^company Includes vHaminfc 

activists, organic chemicals and 
lnoig|cal8. 

Wiujer i^titiUty figures, the 

«»w»IWjig8perihareimproved from 
Rs 7.9 lirtiile book value increased ^ 
from Rk share to Rs 36A per share. 
Encour4peifonnance,thecoropany 
raised tiL nte from 22 per cent lari 

year to during 1996. 

As they comes under the DPCO 
to a laigoit has to find other ways 
than pric^ to improve ita perfor- 
wsncc. E (India) has latched on to 
the stratc ^aifin g extensive use of 
productio^es of smaller pharma¬ 
ceutical co^ through 'loan licence’ 
errangemen company presently has 
in-house miming facilities for only 

injectibles; tcapsules and syrups are 

manufactun^gh the ‘loan licence’ 
arrangement^ the Fried and Drug 
Administratilk not view this atran^ 
ment with f%,n grouiMls of quality 

control, phan%inationats and the small 

pharmaceutir^its have successfully 
iobUed to kea system going. 

The compaitow planning to slowly 
come out frontf the DPCO control. It 
plans to do th^ligning its operatioM 
with its oversetfent and by shifting its 
focus from maniire of pharma products 

to trading innon-ha items. The company 

has already drawa three-year plan that 
is expected to inci the contribution from 
non-pharma busi^ around 50 per cent 
(from the presenk per cent) of its told 
turnover by the ylOOO. The company’s 
share price, meank, quotes at around Rs 
195 on the boursjpscounting its 1996 
earnings per share 20.7 times. 

MORARJEE GOebAS SPG AND 
WVGCO 


Sluggish Micets 

The textile major|orar)ee Goculdas 
Spinning and Weaig Company (MGS), 
performed poorly (fng 1995-96. The 
company is enga^ the manufacture of 
cloth, yam, tool bits, hau ws, metal cutting 

bandsaws, high speed sE drills, other tods, 

and auto ancillaries. T\ organised textile 
mill sector continued toire sluggish market 
conditions both in thejmestic as wdl as 

international markets. TV 

severe competition frol the powerioom 

sector, led to worse condlwis for tiie organ¬ 
ised sector in which the ompany operates. 

Thecompany'sDavangteaMlOadagunits 

were affected by tbeVower shoruge 

prevaiUnginKtBTiatakaduSsothelnatkquac 
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TSS 
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IMS 


TST 

IMS 


IMS 


Li e — i ftypiRpf M UWM 


1 Net tales 

56275 

2 Value of productioo 

57128 

3 Other Incoiiie 

209 

4 Total income 

57337 

5 Row imteriali/storet aad 

qwiet cousumed 

19398 

6 Other mnnnfactuiiag expenses 

14646 

7 Retnunentioa to employees 

II8S2 

8 Other expeases 

8161 

9 Operating profit 

3280 

10 Interest 

1930 

11 Gross profit 

1432 

12 Oeprecistion 

1017 

13 Pri^t before tax 

415 

14 Tsx provision 

0 

IS Prr^itflertax 

415 

16 Dividends 

- 

17 Retained profit 

415 

UnbilMci/aascts 

18 Paid-up copiud 

2571 

' 19 Reserves sad surplus 

3673 

20 Long-term loans 

1075 

21 Short-term loans 

10742 

22 Of which bank borrowings 

6953 

23 Cross fixed assets 

12042 

24 Accumulated depreciation 

6796 

2S Inventories 

16773 

26 Total assett/liabilhiei 

29738 

Mtacdlaacous itenu 

27 Excise duly 

2775 

28 Gross value added 

16425 

29 Total foreign exchange income 

2365 

30 Total foreign exchange outgo 

%9 

Key linaiicial and performaiicc ratiof 

31 Turnover ratio 

(sales to total assets) (3b) 

189.24 

32 Sales to total oel assets (%) 

311.58 

33 Gross value added to 

gross fixed assets (3b) ' 

136.40 

34 Return on investment 

(gross profit to total assets) (%) 

4.82 

35 Gross profit to sales 

(grots margin) (%) 

2.54 

36 Operating profit to soles (3b) 

5.83 

37 Profit before tax to sales (3b) 

0.74 

38 Tax provision to 

nofit before lax (3b) 

0.00 

39 Profit after tax to net worth 

(icUitn on equity) (3b) 

6.65 

40 Dividend (3b) 

0.00 

41 Earning per share (Rs) 

1.61 

42 Book value per share (Rs) 

23.07 

43 P/E ratio 

58.85 

44 Debt-equity ratio 

(odhiited for revaluation) (3b) 

18.12 

45 Short-term bank borrowings 

to inventories (3b) 

41.45 

46 Stmdiy emdrton CO 

anndiy debtors (5b) 

153.17 

47 Total lemnnention to employees 

te value added (3b) 

72.16 

4S Total nemnnention to enipitoiees 

to value of production (%) 

20.75 

49 Gross fixed assets formation (3b) 

4.71 


50275 

20355 

17563 

30342 

36368 

51687 

20649 

17317 

32769 

36544 

45 

235 

274 

1218 

496 

51732 

20884 

17591 

33987 

37040 

22116 

6939 

5509 

16919 

18433 

11717 

5337 

4372 

3437 

4043 

11190 

2351 

' 2049 

5802 

5798 

9411 

2648 

2481 

3698 

3013 

-2702 

3609 

3180 

4131 

5751 

1885 

650 

711 

2247 

1912 

-2990 

3132 

2539 

2523 

4063 

1226 

408 

348 

1547 

1401 

-4216 

2678 

2211 

978 

2662 

0 

1088 

874 

- 

- 

-4216 

1590 

1337 

978 

2662 

_ 

455 

371 

294 

307 

-4216 

1135 

966 

684 

2153 

2571 

1686 

1686 

1953 

1951 

3258 

4444 

3309 

23381 

22843 

1376 

1441 

1797 

3184 

3680 

10615 

1620 

2183 

8814 

6959 

9646 

1120 

2183 

7539 

6959 

IISOO 

7218 

6275 

21813 

21870 

5832 

2426 

2037 

9293 

8585 

16001 

4860 

4246 

11219 

9525 

30459 

12975 

11779 

42142 

39048 

2961 

191 

64 

4066 

4763 

13102 

6338 

5404 

10184 

11690 

2272 

1025 

943 

4962 

5620 

1031 

3884 

2849 

3377 

1452 


165.06 

156.88 

149.10 

72.00 

93.65 

282.13 

221.47 

195.69 

76.75 

103.20 

113.93 

87.81 

86.12 

46.69 

53.45 

-9.82 

24.14 

21.73 

5.99 

10.41 

-5.95 

1.S.39 

14.37 

8.32 

11.11 

-5.37 

17.73 

18.11 

13.61 

15.73 

-8.39 

13.16 

12.59 

3.22 

7.28 

0.00 

40.63 

39.53 

0.00 

0.00 

-72.33 

25.94 

26.77 

3.83 

10.74 

0.00 

27.00 

22.00 

30.00 

30.00 

-16.40 

9.43 

7.93 

5.01 

13.64 

21.44 

36.36 

29.63 

130.74 

127.08 

-4.94 

20.68 

26.61 

7.99 

8.65 

24.96 

23.51 

35.98 

20.30 

14.84 

60.28 

23.05 

51.41 

67.20 

73.06 

160.03 

62.82 

66J5 

30.73 

43.98 

85.41 

37.09 

37.92 

56.97. 

49.60 

21.65 

11.39 

11.83 

17.71 

15.87 

8.24 

15.03 

12.64 

-0.26 

22.90 

4.40 

14.46 

2.66 

17.78 

6.97 


SQ Ofowih in invcnlorie* (%) 4.82 

- m—u ooi ividl^ble. 


ninfall ia the cUckoBBt areM of (he omIb 
hydel projects. With both imltt fKiag 
frequeot and unscheduled power 
iiHemiptions, there was a heavy leas in 
praductioo. Moreover, in adriitiop 10 peak 
hour reitrictioiiB. a 30 per cent power cut and 
23 per cent demand cid was alro iotiadnoed 
from November 1993 till March 1996. 
Consequently, the company’s perfmnanoe 
was affected during 1993-96 —t it posted 
asleep decline in net salesfdown 17per cent) 
and value of pioductioo (down lOJ per oeat) 
over the previous year, 1994-93. A rtuup 
increase in operating expenses led to a 28.2 
per cem fall in operating profit during dw 
same period. A steep increase in interest 
chmges (up 17.3 per cem) and depredatum 
provision (up 10.4 per cent) added to the 
conqiany’s woes, resulting in a dnotic fail 
in its bonomKoe, which fdl by 63.3 per cent 
Despite its earmnp per «hm fsU^ fifoni 
Rs 13.6 to Rs 3, the c omp any m ai nta i n e d 
the dividend rale at last year’s levd of 30 
per cent Bool^ value moved iqi matginaRy 
from Rs 128.1 per share to 130.7 per 
share. 

In <mler to inquove the realisation of Muic. 
the company i mpleinetaed a two-tier system 
of m ar keting for its mi^ product rang e 
from December 1993, by delqrering its three 
tier distribution channel. This isexpectodto 
enable the company to assess its pen et r a t io n 
in given tenitofies so as to nudee appropriate 
dedsioos in marketing and produdkai areas. 
The company, meanwhile, is seUng np a 
30:30joim venture widi Marnfatturedi VaBe 
Brembina of Indy for manuftetnring high 
value shiiting.’rhesettii^upofthis 100 per 
cent export-oriented unit was repoitedly on 
schedule. The project, which has a capachy 
of 4.6 million metres of fabric inhially, will 
be lattr expanded to 10 million mettea per 
aomim in the second phaae. The togdprrijM 
cost of around Rs 63.2 cirire is expeciml to 
be finmeed through equity to the ex tern of 
Rs 23.3 crore and debt to theextemofRa 37:9 
crore. 

The company is also setting up a project 
for manufocturing casualware prod u ci s at 
Butiboii, near Nagpur, in colUbontian with 
Legler Industrial Tessile SPA of Italy. The 
work on this 30:30 joim venone, which 
envisages the duty (tee import of capital 
equipments under the EPOC scheme, hat 
alre^ started. MGS is also e xp a n ding ha 
capacity of endmill at its tools diviaian to 
25,(XX> units per month. The endmill. which 
it expected to commence comamrcial 
productioo by Novendier 1997, it a 100 per 
cem expott-oriemed taut and will add to dto 
company’sexpofts.Rcpaiteity.ntgHiaiMaB - 
are also on a renowned iniannaliooal 
firm for expansion of capacity of saws. The 
company's stock, ineanwhiie. quotes m 
around Rs 40 on the Bonibey Stock fix- 
change, dheoundng Hs 1993-96 eantags 
per share by eight tunes. 


1577! 
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aVIL LIBERTIES 


Draconian Statute 

Armed Forces (Special Powers) Act, 1958 

A G Noorani 

It is not enough to amend the Armed Forces (Special Powers) Act, 
1958. The entire draconian legislation must be recast. 


THE United Hront government is planning 
mt^ amendments to the Anned Forces 
(Special Powers) Act, 1958. Second only to 
TADA,' no other statute has earned 
(^)probrium for India atnoad as this one has. 
But while TADA has been widely censured 
not many have bothered to bring home to 
the people the enormity of the wrong this 
act tnily is. An outstanding exception is 
Nandita Haksar. Unlike TADA, the act 
applies only to areas which the govcmmem 
chooses to nominate as ‘disturbed areas’. 
Currently, they are the god-forsaken states 
of Jammu and Kashmir, Punjab, Chandigarh, 
and parts of the north-east. Section 3 
empowers the state as well as the central 
government to declare the whole or any part 
of the state "to be a disturbed area” if, in 
the opinion of either, it "is in such a disturbed 
or dangerous condition that the use of armed 
forces in aid of the civil power is necessary”. 

Since the Criminal Procedure Code, 1989 
already contained - as does its successor of 
1973 - elaborate provisioiu for invoking 
such help from the armed forces (As 130- 
132) what the act implies is extensive use 
of armed forces over a long peri^ and with 
vastly greater powers. No time limit is 
prescribed for the duration of the declaration 
of the ‘distutired area’. Its continuance 
depends on the sweet will of the govern¬ 
ments S 4 defines the “special powers of the 
armed fences”. They are availidrie to “any 
commissioaed officer, warrant officer, non¬ 
commissioned officer or any other person 
of equivalent rank in the armed forces” in 
the area. 

Four such powers arc explicitly listed - 
destruction of arms dump, “pr^rcd or 
fortified position or shelter” from which 
armed attacks are made or “are likely to be 
made” or “used as a hide-out” - all in the 
assessment of the officer concerned; arrest 
without a warrant of one who has committed 
or "i.s about to commit a cognisable offence”, 
provided there is “reasonable suspicion”, 
enter and search premiies. Beside these 
three there is the notorious "licence to kill” 
embodied in S 4 (a) which reads thus: “If 
he is of opinion that it is necessary so to do 
for the maintenance of public order, after 
giving such due warning as he may consider 


necessary, fire upon or otherwise use ftMce, 
even to the causing of death, against any 
person who is acting in contravention of any 
law or order for the time being in force in 
the disturbed area prohibiting the assembly 
of five or more persons or the carrying of 
weapons or things capable of being used as 
weapons or of fire arms, ammunition or 
explosive substances”. This is a licence to 
kill; so wide is its sweep, so shorn as it is 
of any curb on excess or any sense of propor¬ 
tion. It covers the man who holds a lathi as 
well as one who carries a pistol. It covers 
even a peaceful assembly, meeting or protest 
demonstration - even if the participants are 
unarmed. Even the nature of the warning is 
left to the officer’s discretion - such due 
warning as he may consider necessary. 

Note the callousness. The amplitude of the 
power is not limited. It extends “even to the 
causing of death”. But no limit tn- condition 
to its exercise is provided; not even a pretence 
of force proportionate to the occasion. 

’The person arrested is to be handed over 
to the police by the armed forces “with the 
least possible delay” together with a report 
(S 5). There is the usual bar of suits and 
prosecutions for things done under the act 
“in good faith”. Under the General Clauses 
Act, 1897 even negligent acts qualify for that 
description. It precludes mal^ides which is 
even hard to prove. 

India’s Thi^ Report to the UN Human 
Rights Committee under Article 40 of the 
International Covenant on Civil and Political 
Rights is due to come up before it shortly. 
It was submitted on November29,1995.'The 
Second Report was discussed on March 26 
and 27, 1991 when attorney general 
G Ramaswamy was grilled by the members. 
They act in their individual capacity as 
jurists. 

Rajsoomer Lailah from Mauritius said, 
according to the official transcript; * 

He was worried abotU a series of laws that 
bad been passed in India relating U> lerrorism, 
notably the Armed Farces (Special Powers) 
Act, which wu applicable to various parts 
of the territofy of India, especially the north¬ 
east, and which was apparently being 
extended to other pMts of the country. It was 
his impression that the act was a special kind 


of legislation which short-circuited the 
various guarantees laid down in the Code of 
Criminal procedure, and possibly even ahort- 
circuiied the guarantees to be found in the 
Indian Constitution itself; he wondered to 
what extent it was consistent with the 
obligations undertaken under the Cbvenant. 
especially article 4. The Armed Forces 
(Special Powers) Act enabled the army to 
supplement the ina d equa c ies of the civilian 
authorities not only in the pre-trial stage bid 
also in respect of powers of arrest and search. 
He asked to what extent the act wu In 
compliance with the obligations undertaken 
under the Covenant to bring a person to trial 
with the least possible delay and to provide 
guarantees for people’s physical int^itity. 
He wished to know whether there were 
remedies in theeventofofficialscommioiiig 
transgressions. Section 4 of the act endiled 
the military authorities to shoot, arrest, search 
and seize, and he wu concerned to know 
whether the criminal procedure applied with 
respect to the minimum use of force, and the 
various guarantees, for example, with respect 
to the searching of women and the possibility 
of their suffering violationt to their dignity 
and physical integrity, the limHgtion u to the 
time after which the miliuiy authorities wree 
obliged to hand an arrested person over to 
the civilian authorities, and whether the 
investigation wu carried out by military or 
civilian personnel. 

There wu an article in thelntfianConsiiiution 
which guaranteed protection against arrest 
and detention in certain cases, and those 
gqarantees raised amimberof questions. The 
nortb-eut of India wu an area where there 
wu not ready access to lawyers, and in a 
situation in which it had become necessary 
for the state to rely on non-civilian authorities 
to assist in the establishment of order, be 
suggested that steps should be taken to enstne 
that those military authorities effectively came 
under civilian control, and that people who 
ran a risk of suffering ftansgressions 
committed by the non-civilian authorities 
hod ready access to redreu. 

Jose Aguilar Urbina of C^osta Rica said: 

It wu his impression that the reservations 
to the Cpvenant showed that it wu not being 
fully implemented in India. Other articles, 
in respect of which no reservations had been 
enter^ were alto at variance with such 
domestic legislation u the Terrorist and 
Disruptive Activities (Prevention) Act and 
the Armed Services (Special Powen) Act. 
In particular, the autho^ conferred by the 
latter act on the security forces with regard 
to the uae of firearms wu clearly exceuive 
and in coatraveotioa of article 6 of the 
Covenant while Article 14 wu contravened 
by the provuioos in the former Act which 
Invalidated the concept of due ptoceu by 
denying presumption of inaocence. In the 
case of article 14, the cammittee should have 
been notified ai any derogation. He hoped. 
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h(rMver, Itei Ite cooMucliw tidom with 
the fovenuneot of India would cooWHie ud 
that the noU periodic repon would to tome 
way towarda allaying the concema voiced by 
the committee. 

Rein Myullenon from the Soviet Union 
said that the act as applied to Kashmir vMated 
article 6 of the Covenant (on the right to life). 
Serrano Caldera of Nicaragua was concerned 
that the suspension of certain rights in 
exceptional circumstances could, in effect, 
become a meant of circumventing the 
guarantees embodied in the Covenam, or 
even become general practice. He referred, 
in particular, to the emergency legislation in 
force, such as the Armed Forces (Special 
Powers) Act and the Terrorist and Disruptive 
Activities (Prevention) Act. 

Kuit Hemdl of Austria noted that the 
information contained in the report was, 
understandably, more legal than factual. It 
was to be hop^ that the Indian government 
would re view its reservations to the Covenant 
and the emergency legislation in force, 
taking into account the committee’s recom¬ 
mendations. 

G Ramaswamy said that he valued the 
suggestions made by members of the 
committee. Most of the questions raised had 


been in conoeetiea with the Aimed Foicw 
(Special Powers) Act and the Teirarist and 
DimiittVB Activities (Preventkm) Act. Since 
neitfaer had been referred to in the list of 
issues, his ddegation had not had available 
all the tuppoiting documentation necessary 
to explain die need for such legislation. He 
assut^ mesiben that there bad been no 
misuse of the powers conferred under those 
acts: the misgivings expressed by the 
committee were purely theoretical. 

Para 52 of the'Third Report is in the same 
vein as Ramaswamy's presentation. The only 
safeguard it mentions is the power to declare 
any area as “dittuibed area”. The next hearing 
should be more "interesting" than the 
previous two. 

It would be sensible to amend the act soon. 
The National Human Rights Commission is 
also concerned. The crucial proposed 
amendment provides that fire can be opened 
“only in situations where they (the armed 
forces) are fired upon or are being threatened 
to be fired upon". This is utterly inadequate. 
The entire proidsion - S 4 (a) - indeed the 
act itself n^s to be recast Civil liberties 
organisations should be consulted. 
Government should publish its proposals for 
public discussion. 


COMMENTARY _ 

Losing (Hope) to BJP 

Rowena Robinson 


The search for ethical and socially and politically progressive 
alternatives must not end no matter how crude or unsatisfactory the 
initial efforts appear. The ready-made answers of the seemingly 
disciplined and cohesive BJP are purchased at much too high a price. 


THE other day a friend, in the course of a 
conversation that veered towards talk on 
political issues, remarked that it was very 
likely that the BJP would come to power if 
not in the next elections then in the ones 
after. The implication was that it would 
obtain a sufficient mandate: a two-thirds 
n^jority. 

And then it would start on its self-imposed 
task of the redefinition of the nation, perhaps 
with an issue that has received considerable 
popular support and. equally, been the lubiect 
of oooiiderable popular ignorance, the Union 
Civil Code. This issue has been projected by 
the BJP and, imfbrtunamly, even some social 
tdeittiMs and activitu as one concerning 
mainly Hindus and Muslims. Muslims 
fanati^ly oppose any attempt to change 
their personal laws (they deem it imer- 
feience), but Hindu laws have undergone 
enormous reform, and the like. 

I cannot enter into a lengthy diKutsion 
here but will point out only that the issue 


of a U(X would affect not just ‘Hindus' and 
‘Muslims', but also particular tribal 
populations having different customary laws 
and kinship patterns, apart from other 
religious minorities. Again, if the BJP (and 
this is implicit in what it says) envisages a 
UCC on the lines of reformed Hindu law one 
has to point out that the latter is not exactly 
flawless or gender-just in all provisions. 

Once in power, the BJP will be able to push 
its cause of redefinition through, given the 
ground support it has and the startlingly 
communal attitudes of vast immbeis of the 
‘minority’ community. This is a com- 
munalismdeep and insidious. Once covert, 
it is now brazenely in the opeoi l^timised 
by Hindutva. which has allowed Hindus to 
give vent to suppressed, denied, perhaps 
even almost for g ott en feelings of animosity. 
Pride is instilled through catch-staleinents 
as: ‘Gary te kaho hum Hindu horn’. For us 
this mpy seem like a mere slogan, but many 
others respond to it passiooatdy. 
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Why are anti-Muslim feelings so 
widespread in bur sociely7-It is not jiM that 
communal patties have bad the timetospread 
their ideas successfully. Cleaily tomedmg 
more deep-semed is involved. Is k memories 
of Partition that feed into the coutroction 
of tile Other? As Don MiUer notes, until 
recently people have avoided looking too 
closely at the Partition, it has remained 
part of a suppressed memory, casualty of 
collective amnesia. But given the ciicum- 
stances, a change is in the prooe». 

‘One unintended consequence of the evils 
of Hinduiviun nuy be to loosen the power 
of such defences where they exist Ceitain 
people, for example, apparemlyhavehadto 
conf^ront, perhaps as never quite before, the 
truth of tMr parents' attitu^ to Muslims. 
One Indian has quite recently recounted how 
her mother used to tell her as a duid tiist 
if she were to put her are into a vat of oil 
and then plunge it deep irto a sack of sesame 
seeds then, i f for the number of seeds siidting 
to her a Muslim were to repeatedly tell her 
to trust him, she must not’ (1996: 203). I 
know of other cases where for young people 
the difficulty lies in coming to terms 
their parents’ views and then, after a while, 
in opposing them. 

Kalurperceptivclytecognisesthat ‘stories 
from their parents and other family etders' 
constitute one of the ‘primary cbannel(s] 
through which historical enmity is''trans¬ 
mitted from one generation to the next' 
(1995:39). 

(T)he child ignoring the surface ioter- 
preiauons and rationalisatioas heart the 
note of helpless fury...in the accounts oi 
beloved adults and fanusises sceiuriot of 
revenge against those who have humilimed 
his family and kin. The fantasies...caii huer 
turn from dimly conscious images loconcreie 
actions during communal cooflagrabons... 

Further, Kakar argues (1995:39-40): 

[ A js the chi Id grows up, the parental mestage 
may be amplified by the inpiR of...tenchea. 
As Rajesh. one of the subjects of this 
study...renuuked: “We had abitiafy teacher 
in school. He was die type who bved his 
subject. He would keep the textbook amde 
and teach us the lesion e xt e m p ue c - Itte 
stories. When be used to tell ns about tiie 
inhuman Mrociiiea commiaed by Mmihn 
invaders on (he Hindut, I t emcn dier I need 
to get so angry that I fek like waWng oat 
of the claas and beating up a few Muslim 
boys." 

Is this voy difrereat ftom the people in 
dnema bouses who applaud eadb time a 
Pakistani soMier is killed by an Indian one 
in the film Border, or come out of the haU 
shouting slogans such as ‘Pakistan 
Murdabad’? Cleariy the emotions a ro used 
by films such as tins one or Beia ntaae in 
tome way to shifts in our social imaglMttim. 
a tra nsformitioo in wfaat soc i ety poimib or 
makes possible to inveak At one time 
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oaiioiMiiit filmt had a phmliit vision. Not. 
it ippean, any longer. A film such as 
Aojia is pranised upon the opposition of 
the nationalist Hindu and the Other. The 
identity of the Other needs no etaboratkxi: 
the film cooki not accammodate a Muslim 
hero. 

Whether it is roemortes of Partition or the 
inskiiout I^MNir of communal organisations 
or other more complex causes, the work has 
been well done. Communal, anti-Muslim 
feeUngs are shared not just (as is believed) 
by the lower echdons of state (or society) 
but the middle and the higher, not just by 
the ignorant and misled but the educated and 
the ‘rational’, not Just by ‘them’ but by ‘us’. 

It is not mere igiKHance that leads scholars 
to posit an affinity between particular strains 
of middle and upper class Hindu values and 
aspirations and some aspects of the ideology 
of Hindutva. HumApkeHain Kaiot, harmless 
and iimocent as it appears, is indeed a film 
of itt times. Equally, I find the verbal play 
in a seemingly innocuous little ad vertiseroent 
of ‘Annapurna namak’ fascinating. 
Everywhere it is the innocuousness that 
scares, it shows that ideas are so deep they 
are now innocent, mundane. They do not 
need to be shouted from rooftops, they are 
wovenintothepattemofeverydr^ life. Would 
the lad who says flippamly “Wah, bhabhi! 
garvMkektahoun,mauiet^)kanamakkJiaya 
kai" equally easily mouth 'Can se kehta 
horn, maut Hindu horn'? And is it that the 
irony here lies not to much in the gloss on 
the well known (and acceptable/accepted?) 
tlogan, but perhaps more on the question 
'whose ‘namak’ is it anyway’? Not 
surprisingly, anyway, con vemioiud roles arui 
kto ate reinforced by the advertisement: 
the ‘bahu’ who cooks, clearu and serves 
food, who washes the rice and vegetables for 
the health of the family and so on. Traditional 
family values blend well with Hindutva 
ideology: as salt in water. 

For many acquaintances (rfmine, educated 
and middle class, statements against the 
Muslims come easily, so easily that one may 
be talking of the weather. How often have 
t heard that "Muslims are ditty” or that they 
are aft ‘fanatical’. When Kakar (1995:28) 
talks of the image of the Muslim butcher’ 
with his ‘lungi’ and ‘huge carving knife’ 
forming an object of dread for the Hindus 
there seems to be ah element of the 
overdramatic creeping into his narrative. At 
least that it what I thought, until an 
acquaitUanceof mine from UP came up with 
almost the tame description. 

It it not (hat these persons have no Muslim 
friends. They do. But, clearly, these mutt be 
the tolerated ‘exceptions’ forthe ‘rule’ about 
Muslims and Muslim behaviour does not get 
mentally tfrslodged. More than one young 
Hindu acquiunlanoe have I heard mention 
quite casually and without any self- 


consekwsoess or embanassment: ‘Afrifhe 
Musalmano m aoMr nrp^ Aof’. 

Even this, however, is not as distufbiqg 
as something else: Incipient support forthe 
BJP on the grounds of the discipline and 
relative lack of corruption in the party even 
among those who are stoutly committed to 
secular values md, sometimes, even leftist 
ideas. A number of such friends of mine (for 
whom this would have once been un- 
titinkaUe) speak of the alternative of trying 
out the UP in a national election, if not 
given a stronger option than a United Front 
riven by dissension and tainted by corrup¬ 
tion. They do not want to redefine the nation 
constitutitmally or reduce Muslims to second- 
class citizens. Neither is theirs an impulse, 
but a rational choice. 

It affords no satisfaction that the number 
of such people is yet very few, for the feeling 
could grow that the BJP, stable and dis¬ 
ciplined, is a better choice than the rather 
trying ‘third’ alternative that comes apart 
more than it stays together and appears no 
less opportunistic than the Congress. And 
the rariks of such persons are being swelled 
by the politically uncommitted though 
unstatedly secular people, whose only desire 
is for a government that can stay in power 
and is reasonably clean. For such people, the . 
BJP offers a change from the corrupt 
Congress. 

“The communaJism of the BJP should not 
mean that we condone the corruption of the 
Congress or for that matter any other party", 
is one reaction. ‘Td choose the BJP rather 
than allow the corrupt Congress a chaiKc to 
get back into power”, is another. “We cannot 
go on and on about the BJP being communal. ! 
All the patties are communal, when it comes 
to getting votes. In fact the BJP is better in 
that it openly states its position, rather than 
practising one thing atuJ preaching another. 
And, whatever it is, they’ve shown that they 
can rule. What wrong ^d they do in the 13 
days they were in power”,' is a worrying 
third. 

I cannot say what the BJP did wrong in 
its 13 days in government, but it was wrong 
to seize the opportunity to come into power 
in the first place when it was clear that power 
could not be sustained. Is it true that masses 
of sensitive material was copied during those 
crucial days, for later political use?Certainly, 
it did not take the information and 
broadcasting minister long to start chalking 
out new rules for the small screen - greater 
doses of culture and traditional - vnues - 
all extieipcly, narrowly and rigidly defined 
[Kazmi 1996]. 

We also have the record of BJP state 
go vernments which are in power. In Gujarat, 
as Oupu (1996) argues,‘TTie Vaghela affair” 
undermines the BJP’s claim to being a 
completely ‘disciplined and united’ party, It 
is ‘notjustafteakincidentwithin an otherwise 


- united fnmlly’ but "signaKt] a deeper 
imdtiw”, the tendon im^ved in tiytag to 
accommodate. witMn a rigid ideological 
framework, the (ttspamie inieietU of groups 
outside the limltt of the ‘brahMrin-bania’ 
combine. 

The record of the BJP government in 
Maharashtra also needs serious scrutiny. The 
decision to wind up the Sri Krishna 
Commission of Enquiry into the atrocities 
committed in Bombay with the destruction 
of the Babri masjid a^ rqiotts of minority 
community citizens of Bombay bein ' 
harassed on the pretext of weeding out 
‘foreigners’ (Bangladesliis)donotaugurwell 
for secularism or human rights. 

The disbanding of the state minority 
commission is another grave instance of non¬ 
secular mie. Apart from all this Joshi had 
asserted in the presence of the Sri Krishna 
Commission, before it was dismarttled, that 
his government would introduce a Uniform 
Civil Code in Maharashtra. If all this can 
occur in one state where the BJP holds power, 
one shudders to think what they could achieve 
with a two-third majority at the centre. 

We should, therefore, be wary of any 
attempt to read as unduly positive the fact 
that there are apparently fewer riots in BJP- 
led states. One no less than Indrajit Gupta 
fell for the bait when he praised the BJP on 
this account during the parliament session 
in which the trust motion was put to vote. 
After all, when the law itself may be used 
to scuh g(K)d effect, the resort to lawlessness 
is clearly unnecessary and probably counter¬ 
productive. 

I paraphrase what an HT professor said at 
!.a seminar in reference to technological 
change. He spoke of retaining faith in, even 
celetHating, our own technological skills no 
mauer how rudimentary or crude. In the eruJ, 
they alone could aruwer our needs in any 
socially just way. I interpret this idea in a 
somewhat different way while transferring 
it to the political realm. 'The search for ethical 
and socially and politically progressive 
alternatives must not end no matter how 
crude or unsatisfactory (he initial efforts 
appear. The ready-m^ answers of the 
seemingly disciplined and colwsive BJP are 
purchasag at much too high a price. 
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Small Can Be Beautiftil 

Recommendatioiis on Small Enterprises 

RamK Vcpa 


j The Abid Hussain Expert Committee on Small Enterprises has made 
significant recommendations towards making the sector more viable. 
f** but without adequately outlining the administrative and financial 
support which would be required to implement them. 


THE report of the Expert Committee on 
Small Enterpritei was submitted at the end 
of January 1997; one of its major 
recommendations regarding the raising of 
investment iimits for the small and tiny 
enterprises has already been accepted and 
notified, with remarkable speed. With the 
current political crisis in the county, it seems 
•doubtful whether the report will receive 
I further serious considetation for some time 
I - specially when its other mhjor 
recommendation rel^ng to the scrapping 
the policy of reservation is politically 
sensitive. 

I None the less, the report represents an 
P*- important landmark in the growth of the 
I small sector in the country, both in regard 
to its content and the timing of it. Small and 
medium enterprises (SME) are now 
increasingly recognised as vital not merely 
for providing jobs at reasonable cost (though 
with rising unemployment in many countries 
this is an important consideration) but also 
as a dynamic engine of growth for the national 
economy. Its ability to adopt flexible 
production techniques has made it specially 
suitable to meet customer needs and with 
new electronic techniques, ‘customised* 
^ production has not only become possible but 
t has become more efficient than conventional 

I mass production methods.' 

In fact, the importance of the SME is 
recognised not merely in the developing 
countries but in the developed coumries as 
well where production and management 
I techniques are finding small profit centres 
in more effective than operating as large 
j conglomerates. The traditional concept of 
the small units as useful for only low 
technology items has given way to hi-tech 
small volume production, often meant for 
export. It is no surprise that exports from the 
SME sector have begun to represent a 
significait share (30 to SO per cent) of the 
total exprnte in many countries round the 
world. 

* limay.theiefne,beuieftiltobrieflyreview 
the m^jor recommendations made in the 
report - even if the prospects for their 
implenintation seem rather remote. Howe ver 
a report embodying the views of many 
distinguished prrfessionals and chaired by 
a welt known public figure, Abid Hussain, 


deserves careful consideration - so that when 
the time comes for iu implementation, there 
would have been an informed opinion that 
had given thought to it. 

There can be no disagreement with the 
basic thesis of the report that the time has 
come for the policy of ‘protection’, so far 
followed in India, towards the small-scale 
sector needs to be replaced by one of 
‘promotion’. Any policy followed without 
change for a number of years begins to acqui re 
many undesirable characteristics. 

So it is with small industry policy in India; 
what was regarded in the 1950s and 1960s 
as pioneering, even radical, begins to look 
faded aitd out of tune with the new spirit of 
competition that now animates the industrial 
scene - both large and small. Most young 
entrepreneurs today, are not specially 
interested in the incentives provided by 
government and wish to have as little 
interference as passible from govcrnmeni 
agencies. In any case, to talk of protection 
at a time when the country is adopting a 
policy of ‘open economy’ becomes both 
unrealistic and unwise. As the chairman 
in his introductory note has rightly pointed 
out; 

The basic accent of the policy towards the 
small industry in India has bm defensive 
aiming to insulate it from the dynamics of 
competitive growth. In the world of today, 
such insulation is not practicable. 

’The new policy, to be formulated, should 
aim to ttuke the sector able to stand on its 
own legs and compete on equal terms with 
the other industrial sectors and the role of 
the state is merely to ensure a ‘level playing 
field’ for this purpose. This change of 
perspective in the policy frame is essential 
if the small sector is to survive and grow as 
a dynamic component of the economy. 

Having said this, one would have liked the 
report to consider some special conditions 
under which some measure of protection 
may be not only necessary, but equitable. 
Thus, a small unit openaing in one of the 
metros with develop infrastructure and 
ready access'to markM is a completely 
different proposition from one in the remote 
countryside; similarly, small units in the 
developed regions of the Puftjab, Haryana, 
Maharashtra or Tamil Nadu have obvious 


advamage over those operating in, say Ike 
north-east, with itt geoipaphic isoladoB and 
limited markeL 

In fact, the north-east represents an 
interesting case study which merited more 
attention in the rqxift his marked by aradwr 
unique set of ciraunstanoes - high literacy 
rate, a marked degree of e n t rep re neu rship 
(specially amongst the Mizos) but 
handiciqrped by physical and locatioaal 
limitatioiDS. 'Thm are other pockets in the 
country similarly placed md are‘backward’ 
though no fault of thetrs. Some thought svould 
need to be given as how to providing more 
favourable conditians to units here so that 
they could compete on equal terms with onhs 
elsewhere. The country can reap rich 
dividends if discrimiimting support were 
given to such pockets. 

Phenomenon or dusTEts 

One remedy repeatedly suggested in the 
report is the formation of ‘clusters’ which 
can have the berwfit of ‘critical mass' for 
operating with greater success. In foct. the 
committee has recommended the c luste r 
concept as an almost universal panarea for 
all the problems of the small sector - so 
much, in fact, that one begins to wonder 
whether it is quite as simple as all that The 
Italian example has been cited as proof of 
its effectiveness - though it is not in south 
Italy but in the north-central region (round 
Bologna. Florence, Ancona and Venice) 
often referred to as the Thiid Italy’ that 
clusters have done well over a wide ranpt 
of products. 

Undoubtedly, the cluster concept has a 
great deal of merit; it provides an added 
strength by the close proximity of other mdts. 
both large and small, supplemented by the 
ready availability of andll^ services adiidi 
enhance the coHectiye efficiency of theunita. 
As has been tighdy remarked by S cluniti' 
“the problem of the small units is not that 
they are small, but that they are isoiatetT. 
The report cites more than 130 dusters that 
arecutremly operating in India-aocordiiig 
to a UNIDO survey; many of these have 
come up spontaneously on the inkiative of 
the units themselves (as at Titupur fat the 
somh for cotton hosiery). But how does 
one ‘induce’ the formatioo of a duster and 
instil the d^ree of co-operMkm necessary 
to make it a succeu. Om wishes that this 
aspect had been dealt with in greater detail 
in the report 

The report is also silent about the insti¬ 
tutional support necessary for such dusters. 
A resource c en tre , opetafod by the duster 
industry assodatkm. can act as a ‘nodal 
point’ for the constituent uidu and mainlaitt 
the necessary documentation on t na rtcet 
trends at home and abroad. Such a resource 
centre can act as the Inain’ of the d uster 
and help to ccMxdinale its activities. 


IMI 
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; 

The report makes a general recom¬ 
mendation to ‘corpontiK* (what an ugly 
word!) the state extension agencies to improve 
their perfonnance. Most of them already are 
but depend excessively on government 
budgetaiy support to ke^ them 2yve, which, 
in turn, reduM their auUmomy in their day- 
UHlay operation and makes them hardly 
different from routine government 
departments. All such agencies should be 
given a three-year notice (as has been done 
in (Thina) to find the funds for their activities, 
or else face closure, if they cannot do so. The 
real problem, however, is in the motivttion 
of the personnel working in them; these have 
become accustomed, over the years, to 
function in a leisurely manner, unaccountable 
to any, since the government is the single 
shareholder. With the (ZEO of these agencies 
being transferred frequently, very few of 
them (except SICZOM in Maharashtra and a 
few IDC elsewhere) have built up acreditable 
track record. 

llie rqwit seems to place great reliance 
on setting up new agencies to perform the 
tasks envisa^; but creating a new agency 
does not always guarantee their efficient 
functioning - unless a radical change is made 
in the organisation structure and theoperating 
procedures to make them mote accountable. 
Surely, so experienced and perceptive a 
bureaucrat as the chairman is well aware that 
the many new agencies suggested in the 
report can hardly perform unless their 
framework is changed drastically. 

It is easy enough to set up a new agency 
- which is exactly what we have been doing 
ail these years; most states have more than 
SO-odd corporations for performing all 
manner of tasks ranging from the important 
to trivial. Apart from the opportunity they 
provide to find places for defatted politicians 
* (as chairmen), most ofthem are languishing 
with hardly any funds. Instead of setting up 
new agencies, it may be more cost-effective 
to'r^onalise their number aixi provide them 
yyith well defined functions to perform 
vffectively.* 

AII example of the proliferation of agencies 
IS the recommenttaidn relating to the district 
industry centres (DIC) made in the report. 
The Die were set up in 1978 to act as nodal 
institutioiis for the industrial growth in a 
district by bringing a number of agencies 
under a common umbrella with a team of 
officials. The concept was laudable and much 
was expected of the new agency to bring a 
new spM into the semi-urban and rural areas 
.of the countiy. Having been associated with 
it (as the fint national coK>idinator) it was 
disappointing to find that the DIC became 
a leA^ for all the personnel working in the 
state imhistry depart m ents. Some of them 
even benefited through quick promotions 
since open market mcruitment of fresh 
personnel was resented. 


Thus, an experim en t which could have 
yielded muchbene fi t bec a m e merelyadevice 
for helping government personnel; the 
entreproMurs saw die same faces (and the 
same atti t ud es ) in the new agencies and 
quickly became disiilusiooed with them. 
Slowly, the old r^ulatoiy instincts of the 
Die personnel took precedence and the early 
promotioiud zeal wasquickly stifled. Another 
problem which the DIC encountered was the 
reluctance of the departments to delegate the 
powen of inspection provided in the various 
statutes to the CM of the DIC; hence, no 
progress could be made in reducing the 
‘tyranny of the Inspector Raj' (as the report 
correctly puts it). This can be done only 
when the regulatory enactmenu are amended 
to enable the CM of the DIC to operate on 
behalf of the departments - much in the 
manner of the district collector whose 
authority stems from delegation made to 
him in SO-odd statutes so that he is recog¬ 
nised as the ‘head of the district’. In the DIC, 
even the limited innovation of building a 
bridge with the banking system - through 
induction of a credit manager drawn from 
the lead bank - did not work well as his 
endorsement carried little weight even with 
erstwhile colleagues - leading to frustration 
all round. 

The report merely notes that the DlC had 
not functioned well without going into the 
reasons for it; instead, it recommends the 
setting up a new agency district enterprise 
promotion agency (DBPA) which included 
representatives of departments like sales tax, 
excise, labour and environment in the hope 
that these departments will look more 
favourably to the small enterprises - but past 
experience in the DIC makes this hi^ly 
doubtful. 

A more drastic exercise may be necessary 
to amend many of the existing enactments, 
particularly those dealing with labour and 
environment (an added bugbear) to be in 
tune with the stage of development; as has 
been remarked ‘one cannot impose a first 
class legislation on a third class economy’. 
A simplification of laws and codes, to be 
voluntarily follo4(ed by the units themselves 
(or throu^ their associations) is the only 
way in which the burdensome role of the 
inspectors can be eliminated. 

*1110 single most important (and also 
controversial) recommeiidalion in the report 
relates to scrapping the policy of preset 
reservation, now in force for three decades 
and acquiring sanctity through tile passage 
of time. The report makes out a strong and 
logi c al case for theabetiition of the reservation 
policy, as one associated, for some time, 
with its irnplementmion, the committee 
deserves to be congratulated for having said, 
boldly and unequivocally, what needed to 
be said for a hmg time. In fact, one is almost 
tempted to say that one cannot abolish what 


neverexlsted; for tbeieaervatioo poUcy was 

a mirage in the asteclt of poHcy-fflaken. 
rather than a reality. 

This is not to say that the policy did not 
have some justification in the early stages 
ofdevelopment; but titatstagehas long passed 
and as the report rightly argues, it would be 
ironic if many of the reserved items can be 
imported but not made in the country by a 
non-SSI unit. It is, therefore, refreshing to^ 
find plain speaking on a matter which, for'* 
long, has been veiled under a cloak of 
platitudes. 

While the basic argument against the 
reservation policy is valid, perhaps, the 
committee could have looked at variants of 
it which have been tried, with success, 
elsewhere. In the US, the small business 
administrator (who operates directly under 
the president) is enjoined by an act of the 
Congress ‘To ensure that a fair and reason¬ 
able proportion of government procure-' 
ment is drawn from the Small Busineu” and 
an annual report has to be made to the 
(Zongress has to be made on the subject. India 
too operates a purchase reservation pro¬ 
gramme but the wtiume of purchases made 
under it is barely 10 per cent of the total 
procurement while it is thrice that figure iiT* 
the US. 

In Korea, the government has identified 
more than 1,050 items in 36 product groups 
which are encouraged for subcontracting by 
large fimu in return for tax incentives and 
credit guarantees.'niere is also a programme 
whereby product lines which have lost their 
competitiveness are encouraged to trarufer 
the production lines to the SME; in the five- 
year period (1989-94) a total of 8,914 such 
transfers was achieved. Perhaps, the 
committee could have considered alternative 
tTKxiels of ‘reservation’ which would really .- 
help the small aitrepreiteur without affecting' 
the growth of large enterprises; this may also 
make the suggestion more acceptable than 
mere scrapping the existing policy which has 
raised unwarranted appreheruioru in the 
minds of some. 

Another tnqior recommendation (already 
acted upon) is to raise the investment 
limits 0 ^ the small and tiny sectors froni 
their present limits of Rs 60 lakh and Rs S 
lakh to Rs 300 lakh and Rs 25 lakh, 
respectively. Also, the definition of the 
smidi and tiny secton has been expanded to 
include a wide range of service activitia 
which contribute to job crertion and a new 
designation of small-scale enterprises has 
been suggested. 

In effect, the report has adopted the more 
commotdy used designation of SME, tiie 
tiny raised to the small and the small to 
medium. This is wdcome but it may have 
been preforaUe if the committee had drawn 
pointed attention lothechange and (Mscusied 
the policy Implicatiaas frf ^lifting the centre 
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of gnvliy (rflhe Mctor to higher nooetaiy 
Umitfc iMtead, ttecommittee hai iHpped in 
Che change giving one the intpnnioa that 
it wai more to take care of the inflation that 
hu occurred lince they woe tailed last in 
1991. But, in fact, the increases were much 
mose than due to inflation alone and one 
wishes that Che full implicatioiu of the 
proposed change had bm discussed at 
greater length. More chan Just inflation, the 
new limits are a reflection of the growth of 
the ecoiKmiy and the larger size of industrial 
unit entrepreneurs are able to rruuiage. 

It may te incongruous to continue to call 
them as tiny, since a unit with Rs 25 lakh 
investment can hardly be so calledmuch 
like calling a 50-year old grand-ma by her 
childhood pet name of'baby Mt is piefe^e 
to designate the two secton as small and 
i medium - as is done in most parts of the 
world. 

The inclusion of‘services’ intheouegory 
of industry is welcome and continues a trend 
that has bwn in force for some years. With 
^ alargepropoitionofthesectorbeingengaged 
in services (as much as 60 per cent) and the 
increasing opportunities this sector is 
^ providing technical and professional 
personnel, the importance of the sector is 
obvious. 

However, it is not rpiite clear whether the 
increased limits pertain to the service sector 
as well: normally, the limits for the service 
activities are set much lower and. hopefully, 
the trend will continue. In Japan, the limit 
is 10 million yen as against 100 million yen 
for manufacturing. It is suggested that the 
limit be set at Rs 25 lakh to keep the balaitce 
between the manufacturing and service 
sectors. 

The report has discussed at tome length 
< the changes needed in the credit support 
system for the small enterprises. It has 
endorsed the recommendatioiu of the Nayak 
Committee and has suggested that at least 
20 per cent of the working capital 
requirements may be met. It has also 
recommended dilution of government equity 
in the SPC and SIDC to etublc them to 
a function more autonomously. 

The committee has suggested credit rating 
to be done by SIDBlof the cluster associations 
in co-operation with credit rating agencies 
to enable them to stand u guararaors for the 
credit extended to members of the cluster. 
Since a cluster would consist of units with 
I different performance records, it may be 
■ difficult to provide an over-all credit rating 
for the cluster as a svhoie. Additional equity 
funding may be tapped through removing 
the preaeid ceiling of 24 per cent investment 
by large enterprises and also through use of 
pentijonfuiids and insurance company funds. 
The committee has also suggested the early 
enactment of the Limited Liability 
Partnership Act - under discussion for the 


last 30 yean > so as to attract latfer vohmw 
of funds for tba aMerptiws. 

The report whlie nentioaiiv technotogy 
development at several places does not seem 
to have paid as much attention to it as it 
surely deserved. It is now quite dear that the 
future growth of the SME sector will depend 
not so much on low wages (as in the past) 
but on iu continued ability for technology 
upgradation of the small and tiny uniu. With 
the conclusion of the Uruguay Round and 
the assodate agree m e n ts (GATS, TRIMS, 
TRIPS) it is obvious that tlte sector will face 
intense competition both at home and abroad. 

A sugge^on has been made that the 
* depaitmentofscienceandtechnology (DSD 
should do something about it - but what, is 
not clear. The committee which has the 
DCXISIR as a member, should have made 
some concrete reconunendations to bring 
the technology institutions and the industry 
close. 

The committee has made no reference to 
the remarkable success achieved in China in 
this area under the SPARK programme under 
which thousands of scientists and 
technologists were ‘let loose’ into the niral 
countryside and asked to devise solutions for 
their proUetns and fabricate equipment for 
their use. The R and D institutes were given 
a three-yew notice to seek their funds from 
the township and village enterprises (TVEs) 
in the rural areas and to stop depending on 
the government for funds. The massive 
exercise is monitored by an S and T 
Commission in the ministry of rural 
development. Cannot something similw be 
done in India? 

The suggestion to set up a national research 
institute for the SSE souixis rather naive. If 
the scope of the institute is technical, it is 
too vast a canvas to be bandied by a single 
body; if it is merely to compile information, 
there is already a well run documentation 
centre (SENDOC) operating at Hyderabad 
in the NISIET for almost 30 years; in fact, 
the report has referred to iu need for more 
support. Perhaps, it is more cost-effective to 
support an existing agency rather than 
investing time and resources to set up a new 
centre with no well defined objectives. 

While nurfceting is undoubtedly the prime 
respoiuibitity of the entrepreneur, the small 
and tiny unite (specially those in the rural 
areas) would ne^ special assistance. The 
report merely recomtnended that “a suitable 
mechanism may be evolved to promote 
marketing outlets specialising in products 
made by the tiny sector” - which is more 
easily said thm done. Somehow, it has not 
been pouible to generate the same degree 
of enttepreneunhip in marketing as has been 
doiK in manufacturing. Since marketing will 
become increasingly inqxNtant in the next 
few yean, it would be necessary to give 
careful thought of devising help to the saaail 


unite to riMtkattiieirpnductewittKMtdilMfaig 
their reapmaibility in this regard. 

One technique which has been used is Che 
practice of subcontracting Ihtoi^ which an 
assured market is guaranteed by the large 
units. But, as the report has poin^ out, this 
has not always been successful due to the 
practice of latge firms withholdingpnymeats 
to the small umte for suppiiet made and, in 
effect, using them to cre^ their production. 
What is distressing is that the public sector 
enterprises (PSE) which should have been 
a mo^l to tte private sector are themselves 
the prime offetiden - often with the support 
of the aefaninistrati ve ministries. The passmg 
of the Delayed Payments Act does not seem 
to have helped much as the small firm are 
reluctant to make fontui complaints for few 
of losing their businew. The report has 
suggested that a spirit of ‘Bill Culture’ may 
be encouraged, but there is no guarantee that 
the large fimu will listen unless govermneot 
acts with a strong hand. Unfotturutely. past 
experience has been that even cabinet 
dedsions are not heeded to and small unite 
continue to be at the mercy of their large 
customers. 

The recommendation made in the report 
to enact a ‘Basic Law of Small Enterprises’ 
is to be welcomed as providing a siiigle 
charter for the small sector bringing together 
the various incentives and regulations 
applicaUe to them. In the past, promises 
have been made to put such a measure on 
the statute book, but this was not done due 
to political compulsions. 

An aspect that was not dealt in the report 
was the need to make the SME accountable 
- for the benefits received by them. In Korea, 
government set performance targets for the 
SME: if they are unfulfilled, they are 
withdrawn irrespective of the ‘clout* of the 
party. A time hm come to nake it riser Ihte 
there is no more any free hmeh; however, 
before thiscan be done, the benefits extended 
need to be tangible. 

It is alto desirable to stipulate that all 
policies should be time bo^ and lapse 
automatically after a specified period, say 
three to five years, unl^ a specific case is 
made for their contimiance. Otherwise, 
policies which have long outHved their utility 
(as in the case of reservation) will cotuinue 
to operate, merely because no one has 
seriously reviewed dwm. 

One last word: one withes that in future, 
all comirattees include a professkmal writer 
to edit the final report. One recalls the 
impressive Bolcon Report in UK (of 1972) 
on Small Firms which was a model rtf datity 
and smooth reading. The report had many 
sentences, which ate abstruse and difficult 
to comprehend easily. No wonrler tire 
Manhattan Project which made the Atom 
Bomb hired a team of En^th p rofe t sor a ln 
make the scientittt intelligible to each otiter. 
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Protection of Wfldlife 

Working with People, Not against Them 

BhantDogr* 

Interests of human population as well as wild species will be better 
served if we give up the notion of parks as areas devoid of human 
intervention. A more rewarding approach would be to involve local 
people in the protection of biodiversity. 


THE rdationthip between human beings 
and other forms of life is one of the most 
significant aspects of life on our planet. It 
also happens to be an aspect which has 
received veiy little attention. 

Any evaluation of this relationship should 
be baud on some well-established and ulf- 
evident facts. 

(1) This planet clearly belongs to all living 
beii^ and so a broad principle should be 
the protection of all and, at the very least, 
the survival of all species. 

(2) All living beings experience pain, and 
another guiding principle should be to 
roinimiu this pain as much as possible. 

(3) While this planet is meant for all living 
beings, human bdngs cleariy have a unique 
role to play in the planet which cannot be 
equalled by any other species. Among all 
species, human beings alone can cause 
changes (such as climate change, ozone 
depletion or nuclear warfare) which can 
threaten all forms of life on this planet. On 
the other side, only human bdngs can 
intervene to protect endangered species. 
However, mighty lions may be or however 
helpful doves may appear, they are not 
capable of calling international meetings or 
Mtting up the agenda for protecting 
endangered spedes. This role cl^y belong 
to human beings alone. 

(4) Given this special role as the most 
powerful, active and decisive species on 
earth, human beings should lue this position 
not with arrogance but with the utmost 
compassion for protecting other species and 
minimishig their pain and suffering. 

(5) However, like all species, human beings 
alsoobviousl/retain the right of self-defence. 
If a tiger attuks a villager or hit cow, the 
vill^er obviously has the right to protect 
Mmsd&herself and his/her farm aninial, and 
if in the process the tigerit killed, the villager 
cannot be blamed for this. 

If an insect threateru the health of a village 
or its crops, the people of this village certainly 
have the right to get rid of this insect 
However, they should be careful to use as 
specific a measure against this troublesome 
insect as possfiile, to that other forms of life 
are not destroyed or disturbed. A poisonous 
chemical spray with the power to kill many 
neighbouring innocem species should be 


avoided for several reasons, one of which 
is the concern for those tiny species that have 
not harmed us but will be killed without any 
reason by the chemicals. 

In their relation.ship with other species, 
human beings should be protective as possible 
while rctaininig the right of defending 
themselves against those species which attack 
human beings or threaten to harm human 
beings. This is the essential principle on 
which policies towards other species should 
be bastxL In the practical r^ities of the 
existing world, such pdicies will run into 
several problems and clash with several 
interests. In such situations a compromise 
will have to be reached while trying to remain 
as close to this principle as possible. While 
trying to make this principleapratical reality, 
we can learn a lot from tiK lifestyles of those 
communities which have tried to live in 
harmony with other species, particularly wild 
species. 

The parks vs people controversy, or the 
controversy that has arisen from thedisruption 
of life of villagers caused by the creation of 
wild life parks, should be examined in this 
context According to recent estimates, there 
are about S,000 national parks and nature 
reserves occupying almost three per cent of 
land on earth. In India alone there are nearly 
300 parks occupying idxwt 4 per cent of 
the land. It has bm estimated that at least 
three million people live inside Protected 
Areas (PAs) in India and several million 
more use them from adjacent settlements. 

Laws on wildlife parks differ from country 
to crxintry, but in most places these affect 
the life and livelihood of local villagers 
adversely. In India the existing law requires 
people to be evicted from ’natiotui park 
areas’ while-in ‘sanctuary areas’ their rights 
to collect forest produce essential for their 
life and liveliho^ are soiously curtailed. 

Ashish Kothari, a soda) scientist who has 
specialised in studying the impact (rfpiblected 
areas, says, ‘Trtulitional activities have 
suddenly become ‘ill^aT,.and villagers 
report considerable hwassment and bribe 
taking by forest staff. To add insult to injury, 
the reasons for this curtailment of rights 
have rarely been explained to villagers and 
viable alternatives have rarely been 
provided... 


A survey of 222 PAs revealed as many 
as 47 which witnessed physical clashn 
between people (loctri or ointiders) and forest 
officials. Jaldarpara Sanctuary in West 
Bengal repotted 20 confrontatim for the 
period 1979-84, while the Gir National Patk 
inGujant, home to the woiid’slast population 
of the Asiatic lion, reported 12.” 

However, all this appears mild compared 
to the much more nJarming repottt from „ 
some other countries. According to Panos 
briefing on ‘People and Parks’, around 2,000 
people are alleged to have been killed and 
30,000dri ven from homes to create a wi Idlife 
reserve in Burma. It is clear by now that the 
network, of over 3,000 national parks uid 
nature reserves woridwide has seriously 
jeopardised the life and livelihood of several 
trrillion people. 

Keeping this in view, while also folly 
accepting the objective of protecting other , 
forms of life, it is pertinent to ask whether 
this objective canrrot be achieved without the 
creation of such huge parks which involve 
the displacement and/or disruption in the 
lives of a very large number of people? The 
view that biodversity is best preserved and 
fostered in a large enough area kept entirely 
free of human intervention has been ' 
challenged by several researchers. 

RarruchandraGuha, delivering the keyrrote 
address to the cottference on wildlife artd 
human rights in Asia at the University of 
Oslo said, “The belief in a total ban on human 
intervention is misguided. Studies show that 
the highest levels of biological diversity ate 
often found in areas with some (though not 
excessive) human interventiort. In opening 
up new niches to be occupied by irrsects, 
plants and birds, partially disturbed eco¬ 
systems can have a greater diversity than 
untouched areas.” 

According to David Western, in east 
Africa, “the ending of human activity in the 
parks, such as fires artd shifting cultivation, 
has reduced biodiversity..Those hutrtan 
activities created the patchiness of terrain 
that ertcouraged more species. By pulling 
out the human components, and maintaining 
too many elephants we are losing bio- - 
diversity.” 

Ashi^ Kothari writes. “A considerable 
part of the influerree on Indian wildlife 
policies and programmes comes from the 
west. The American-European model which 
in the late 19th and early 20th emtury was 
being applied in the colonial tneu of Africa 
was also imported into Ittdia. the esserttial 
feature of this was the ‘closure’ of natural 
habitats to human populations...lt was 
completely lost on Iiidian conservationists 
and administrators that such a mode) was 
unsuitable to situatiofts where there is con¬ 
siderable human setdement inside these areas, 
and a strong dependence on their natural 
resources.” 


1384 


Econontic and Political Weekly July S. 1997 



In Bhaiaipiir Me KCM of India, villagen 
',>pnMested when the authorities banned 
gilzing:^ In the oisuing conflict, seven 
. villagers were killed. Yet the Bombay 
Nali^HislofySocietyconcliidedthathefe 
buffido graiing was **an integral part of the 
eco^yitem, helping to counter the tendency 
of die wetland to turn into a grassland." In 
some other cases also, including the ftunous 
‘Vall^ of Flowen’.in Himalayan region, 
bans bn traditional grazing had a negative 
impact on divenity and required a re- 
introduction of gradng or grass cutting. 

. Keeping in view such research findings, 
a question can be raised whether the interests 
of both human population as well as wild 
species will not be better served by giving 
up the notion of parks as areas d^oid of 
human intervention. A better, more rewarding 
qiproach will be to look at how local people 
can prove helpiiil in protection of animals, 
birds and plants. Once this approach is 
followed, it is amazing to learn how many 
skills are already available with local people. 

According to Panos Briefing on People 
and Parks, “The Kuikuru people in the 
upper Xingu valley of the Amazon rain forest 
can differentiate between 262 kinds of tree 
and 600 kinds of aninral, and have found 
lasting use for up to half of them as sources 
of food, medicines, cosmetics and other 
commodities." According to Brazilian 
anthropological Darrell Posey, ancestors of 
Kayapoindians in the Amazon planted many 
‘forest islands' of fruit bearing trees within 
the foresu* which they tended assiduously. 

Several communities of forest dwellen 
have been living in harmony with wildlife. 
They ha ve self-i mposed restrictions on forest- 
use aimed at maiiuaining the green cover. 
Hiey also have self-imposed restrictions on 
hunting or causing any other harm to wild 
animals. There is much to learn from them 
' regarding the way of peaceful co-existence 
with wildlife, instead a policy has been 
followed to uproot them from park areas. 

This should be given up and the budget 
meant for fencing off the pork areas, policing 
it and compensating the displaced people 
should instead be used to provide various 
benefits and opportunities to local villagen 
so that they can become even more involved 
in the protection of biodiversity. They can 
be trairted to become bsaefoot botanists and 
zoologists. They can help in gathering 
invaluableinformation about floraand fauna. 
They can beorganisedtochase away poachers 
and simig^ers, or at least provi^ reliable 
information about their activities. 

Not all forest communities provide good 
examples of peaceful co-existence with 
wildHfe. But even in such problem cases, 
probably the budget meant for fencing, 
poUdiif and confrontations can be better 
used to cteate such opportunities u will 
encourage the people to move towards 


protective attitudes and identify their own 
■ econofldcgrowthwitfaprotectiooof wildlife. 

ArxordingtoecologistRSulaimar, “There 
is an urgent need to reorient management of 
our wildifereserves so as topauon economic 
beneflumlocal communities... ifanadequate 
proportion of the income derived from 
tourism is retained by the local economy 
there would be increased motivation for 
people to value wildlife and their habitats." 

On the other hsid, if this qiproach is not 
followed and local villagen are displaced 
from park areas, or their livelihood is gravely 
jo^iardised then it is quite likely that some 
of them will be forc^ into working for 
poachen and smugglers. Wildlife protection 
work which involves their displacement will 
no doubt evoke strong resentment among 
them, while at the same time making them 
desperate for income. In such a condition it 
will be easy for poachen to recruit cheap 
worken from among them. In fact by 
displacing honest, hard-working villagen, 
existing wildlife laws are providing easy 
recruits for poachen. 

Further, once vill^en are removed from 
park areas, whatever check exists on activities 
of corrupt wildlife officials will be removed. 
There is no reason to expect that corruption 
levels among these officials are any Im or 
any more than what exists in the rest of 
society. In the complete absenceof any human 
habitation, a handful of corrupt officials 
controlling a thousand sq km or so of rich 
forest and wildlife area can earn millions of 
rupees from illegal activities which harm 
forests and wildlife. So removal of villagen 
from park area can be harmful not only for 
them but also for biodiversity: the approach 
should be to invdve them in the protection 
of biodivenity. 

The great Indian ornithologist, Salim Ali, 
wrote in 1977. 

No conservation laws or measures can 
succeed fully unless they have the backing 
of informed public opinion, which in our 
case means the usually illiterate village 
cultivator, in other words, unless we can 
make the villager understand, and coavince 
him [sicl of the logic in expecting him lo 
preserve the tiger or leopard that has deprived 
him of, maybe, his sole worldiy possession 
- the cow which moreover provided the 
meagre sustenance for himself and Ms tanily 
-how can we induct his willing co-opera t ion? 
Similarly, bow can we expect him to see any 
sense in being asked not to destroy the deer 
or pig that have ravaged the crops which be 
has toiled for months to raise, a^ on which 
all Ms hopes am banked? Admitteifly this is 
going to be a very difficult task, but I bdievc 
it is not impossible if we diuld but find the 
right appnmch. We have never really tried 
enough. Devning a lealittie strategy is now 
a challenge to all oonsetvationisis. 

The significanoe of thb viewpoint - of 
working with people and not agMaat them 


- can be seen veiy dearly in the ex aw i i l e 
of van gqjjan, a soni-noaiathc paitosal 
community arhich was threatened with 
dispiacement from Raisiii National area 
in north Incfia. For several yean forest and 
wikhife officials continued to propagate van 
gujiars at bdng most harmful (or foieats and 
wikUife with single ndnded devotkm, and 
on the basis of this propag a nda they tried 
to justify their eviction from the perk area. 
At this stage an NGO — Rural litigation 
and Entitlement Keixlni (RLEK) as well as 
some other concerned penont stepped in lo 
help the vmi gujjan in protecting their 
tra^ional livelihood. 

In addition, RLEK impleinenied a highly 
innovative p iogri Huue among the vangnjjan. 
in which teachen not only lived with the 
nonudt in their forest abodes (dena) but alao 
travelled with them on annual Hmalayan 
migratian routes. This NGO hdped them 
with several other devetopment projects mul 
pertid pation in the democratic process which 
had bm denied to them so far. But more 
than all tills, both by its own field resea r ch 
and by media access it enabled people and 
dedskm-makerstoobiainaneiiiir^tfifferent 
view of the van gujjar community - a 
community which far from bdng an enemy 
of forests (as some officials had alenort 
insisted) had a well-eftablished tiadUan of 
living in harmony with forests and wiMUfe 
It now became known that the van fqjijan 
had a long, self-imposed restrictioii on 
hunting and ddMWgh they aie Muslim, Any 
do not eat any meat except goats on rare 
festive occasiont. RLEK has also p repared 
a plan for community fbtcM nuMiiemMl hi 
protected areas (CFM-PA) lo ewMe vn 
gujjars, in co-operation whh other vBlagen, 
to manage a part of the park area. 

It is interesting to see what |his piaa 
document, prepared on the basis of detailed, 
meticulous fiddwotk, hat to say about the 
relatkmsMp of van gujiars with fimata and 
wildlife,aielatiooship which badbeeaeariier 
described by most offidalt in terms of 
hostility. (Ali quotes bdow are from dm 
CFM-PA plan prepared by RLEK.) 
Pragmatic and down-to-eaith in Ihnir 
appronch 10 Ufe, van guyan picture lockly 
and the forest in nnnnaHitic radw dUM 
symbolic terms. Their derat have no doon 
amiagip between the wads anddanchpannhi 
MrdslofNifreclyinandauLLaatwmanhByB 
chMter around the detas « ni^ and janiie 
souadi fill iheair fat wanuweadMn^gqlan 
ftequemly deep out ofdoaniaad nuMlfMBM 
deras have au open tided deepiag piadbim 
at aa aanexo to dm mall bodila^ aad dfo 
cveniBg flee is Olka placed ounidi nadir dw 
ttan,faraaoMoldmwei 9 Wnad;“An«pan 
fire it like a ceMmtion," whereat to gainr 
round an (cadotad) chy Ihcpiaee k “Haka 
mountingr. Given inch tuniianhy htWkan 
die home and aahni world k mam hdl 
Mlwy tiHi vn miivt AcmU pcictfew boih 



thenMdve* and Hdinib a* deriving frooi die 
some fcreat womb and tbenfore fcin. The 
foreat ii a benign and nurturing place, ftne 
from the conivtion of city life. Nor ii it 
itireatening and malign. There are no evil 
spirilt hiridag in its depths and death is but 
a natural fact of Hfe; or expressed in their 
terms, an expresaaon of god’s will which we 
may not ptesunie to understand... 
Reputation buildt slowly over the lifetiine 
of the individual but it is easily lost through 
disreputable conduct such u lying, cheating, 
stealing, fighting, flitting with anodier's wife, 
or disrespect for eldert. At first, because it 
seems almost inconceivaMe, the mistreattnent 
of animals or the forest is seldom mentioned. 
And in fact many deny that it coufcf ever 
happen. However van gujjars are sure that 
if it did, h would bring immediate disgrace 
and like the other ‘sins' mentioned above, 
would provide grounds for public 
condemnation by die piwhayat. possibly 
even beating and ostracism. By contrast, 
well-fed buffaloes and a healthy forest attract 
honour to a man. Nature, which is also god, 
smiles on such s one, trees bloom, the 
buffsloes bring forth milk ruid the good man 
prospets... 

An forest animals, whether fierce or gentle, 
are seen u intenelated components of the 
nature] world and therefore to be cared for 
by mankind. They ate out children," it' is 
said, "for they havethesame lifeasourown". 
Moreover, Intfraloes have us to care for 


them but just because wiM animsls have 
nobody to care fbr them does not men they 
should be hanned". 

Jtckrds. snakes, leopaids sad even the 
irascible elephant are all given a respected 
place within Ibe mend older of the rulmal 
woiM. Though tfifferent, like thefivefingen 
the hand", each has its part to play in the 
great scheme of things ud no vengeance is 
taken when dephanu destroy dens (u they 
occtsionsUy do) or leopaids make off with 
calves or goats, fbr su^ is the way of the 
natural world and one nnimal gives its life 

for another much u oeei sacrifice their leaves 
to deer and bufhlo. Moreover, when an 
animal's time has come, its death is but the 
will of god. 

Since they are regarded as kin, no creature 
of Ibe forest may be killed and even injuty 
10 one is cause for personal disgrace and 
discipline before the elders. Nofbrett creature 
may be eaten or skinned and if found dead 
should be buried, preferably with a prayer 
limilar to that us^ for human or buffalo 
burials. 

To walk through the forest with a van gujjar 

guide is a lesson in biodiversity: every species 
of tree is known, its quality as fodder, the 
timing of its leaf-fall, medicinal propeitiet 
and so on. Every sound has meaning, every 
bini known and ita habits noted, every fallen 
branch or tree noted. Van gujjan readily 
confess that they grieve in their hearu for 
dead or dying trees and they complain that 


vittagers have no fsdiug fbr treea and ao do 

iadiscriniinate danu g f i, 

However not all trees occupy an equal place 

la the van gujjan heait and a distinction is 
madebetween species uaefid to fbnit animals 
and Ibofe which are not In times of need, 
branches from these Utter trees ire cut for 
den construction, though use may be mide 

at any kind of fallen or defbrmed wood... 
A recent incidem involving the rescue of a 
baby elephant exemplifies the different 
appfnarhM to interacting with wildflife 
between forest officials end van guJi)en. A 
baby depfaant fell in a ph and was trapped 
while the nearby parents were unible to h^. 
Fbrest officials approached the iiee and fii^ 

shott in the air to scare off the parenlt but 

instead the parents charged the o^ials who 

fled. In contrast, van gtujari waited for a 
coupleof days at which time the parents were 
away from the scene. They thm lifted the 
elephant out of the pit and the parents retur¬ 
ned and the baby rejoined them. Their 
indigenous knowMge and their continued 
presence in the area allowed them to 
effectively intervene. Another van gujjar 
reported that a hun elephant spent nearly a 
week near his dera along with the buffalo 
herd and was nursed back to health before 
returning to the forest. 

People having such value syslemi are 
particularly well suited for community 
management of forests and protected areas. 




The Indian Council for Research on bitemational Economic Relations (ICRiER). 

New Delhi, a research organisation specialising in international economics and 
related areas, invites applications for the following posts on fixed term appointments 
and will be extended upon mutual agreement on the basis of performance. 


TWO Professors 

(I) INTERNATIONAL HNANCE 

(I) TRADE AND INDUSTRY 

For the chairs funded by: 

Unit Trust of India and Tata Chemicals Ltd. 

The candidate should be Ph.O or equivalent in Economics with at least 15 years research/teaching and 
other relevant work experience and having outstanding original publications. 

The posts cany the UGC grade of a professor i.e. Rs.4500*150-5700*200-7300 alongwith Central 
Goverrvnent D.A. & C.C.A. applicable for Delhi. HRA d 30% of Basic Salary. 

Preference will be given to candidates with strong quantitative background. The minimum Basic Salary 
will be Rs. 6100/per month. Higherstartcan be given to desenring candidates. The Selection Committee 
reserves the right to consider candidates who are not formal applicants. 

Please apply in confidence within 15 days enclosing a copy of bkKiata to: 

Director & Chief Executive 1 ^ 

Indlen Council for Resewch on Inteniatfonal Economic ReMfonc | 

Ea8tCourt,4thFk)or, India Habitat Centre, Lodi Road, New Oelhi-1 10003. ^ 
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UNTTED STATES 

Volunteerism: The Great D^eption - 

Janes Petnw 


Volunteerism, being enthusiastically promoted by the Qinton 
administration, does not have even the remotest possibility of dealing 
with America’s growing social problems. It oiUy serves as a useful 
ideological weapon to change the nature of the political debate - 
from the state’s responsibility for its citizens to the private initiatives 
of the poor. 


ON April 28 president Clinton invited three 
former presi^ts and numerous wealthy 
entertainment celebrities and generals to 
participate in a ‘Summit for America’s 
Pbture’. The theme was that private voluntary 
involvement and not public sector pro¬ 
grammes were the answer to the country’s 
pervasive social problems. The conference 
concluded with a ‘summit declaration of 
commitmdit’ in which the main commit¬ 
ment was to encourage individuals to engage 
in unpaid labour on behalf of underprivileged 
classes, particularly children. The speaken 
reiterated the idea that only volunteers could 
achieve the goal ofhelping two million poor 
children made vulnei^le by budget cuts 
agreed to by the Democratic ptesidem and 
the Republican Congress. 'The ‘volunteer 
solution’ of the summit was best expressed 
by General Powell: “All of us can spare 30 
minutes a week or an hour a week. All of 
us can give an extra dollar. All of us can 
touch someone who doesn’t look like us ... 
but by God needs us in their lives.” In the 
same vein, ptesidetu Clinton declared: “The 
era of big government may be over, but the 
era of big challenges for our country is not. 
And so we need an era of big citizenship." 
In reference to the plight of children 
abandoned by federal cut-backs, Clinton 
stated that they face “problems of the human 
heart’’ that “can only be resolved when there 
is a one to one connection." 

Volunteerism has always been the ideology 
of the wealthy and powerful. It is meant to 
create bonds of deference and servility 
between the rich and poor. Based on the 
charity of the wealthy, it disguises the 
exploitation of the poor and inequalities of 
classes. ’Tluoughout the 19th and early 20th 
centuries food baskets on holidays, a few 
hours of volunteer work by the weal thy served 
as symbolic gestures of concern for the plight 
vH the poor. 

With theriseof trade unions, labour-based 
polidcd parties, urban riot and mass prolesu, 
volunteerism was rdegated to the dustbin 
of hisiory. Workers and their organistfions 
saw social security, emptoymem, decent 
housing not as dependent on the whims of 


the wealthy but as social rights. They correctly 
analysed socio-economic problems as 
essentially a political issue in which the state 
and the dominant classes (capitalists, 
landlords and bankers) [dayed a decisive 
role. They rejected the preachings of religious 
authorities and their wealthy benefactors 
who harpedon their‘personal responsibility’: 
millions of poor people living in slums 
could not be attributed to‘personal inespon- 
sibility’. 

The problems of poyerty were located the 
economic system and government policy: 
the low pay of the employers, the channelling 
of state resources to subsidise the wealthy 
classes, the high rents and inadequate 
maintenance by landlords. Since there were 
common socio-economic causes producing 
general social effects, the solutions would 
be a collective response to a common adver¬ 
sary. Paternalism and humiliating relations 
were embedded in a relation in which the 
wealthy patronised the servile poor who in 
exchange for charity were to show the proper 
gratitude to those who paid them low wages, 
chargedexotbi tarn rents and lived in luxurious 
settings. 

The idea of volunteerism assumes that 
individuals are belter suited to solve social 
problems than the state; that the cause of 
social problems are rooted in individual 
behaviour and attributes rather than in 
property relations, or social orientation of 
the state: it argues that state programmes can 
be replaced by individual or private ‘citizen‘ 
initiatives. Finally, it argues that the slate has 
other obligations - to balaiKe the budget, 
subsidise the weahhy, reduce corporate taxes 
- that take precedence over financing social 
programmes. 

The key to explaining the resort to 
‘volunteerism’ is found in the massive shift 
instate financing and fiscal policy favouring 
the rich. ’The state spent one-half a trillion 
dollars in subsidising the savings and loan 
bank collapse. Everyday, at every level, 
federal, state and lo^ governments sub¬ 
sidise private businesses. Pan of those 
subsidies take the form of huge tax write¬ 
offs.’These policies reflect the tij^ interlock 


between ootpontebasiaets and ihcMtB mid 
the ekclnsion of workers and salaried 
employees. 

’The pro-business spending and tax policies 
liinits the arnountoffondsavaiUblefor social 
services and social progntimes for workers, 
retirees and the vast majority of the public. 
Thus, while the govemmeot grows bigger 
and hs activities increase in the direction of 
businest, it cuts back on its funding of other 
programmes. Big government for the rich 
flourishes, while social programmes languish 
or disappear. But the social proUenu persist 
and deqren. 

This is where volunteerism comes in. Fust 
as an ideology and secondly as a mechanism 
of social control. In iu ideological form, 
volurUeetism deflects attemion from the role 
of the big govermnertt for the rich, h attacks 
‘big government’ and pleads no funds. 
Secondly, it makes sodal problems an 
individual problem, thus depoliticiting the 
public. Thi^y, it argues that appeals to the 
conscience of die rich for vohuMary contri¬ 
butions can compensate for public prdicy 
funded by taxes and state regulation eX 
business. Instead of convincing voters 
suffering from low pay and state disinvest¬ 
ment in the social infrastructure to band 
together to change their lelatioos with the 
employets and state, volunteerism proposes 
that the poor turn invraid and pord scarce or 
non-existent resources to correct the abuses 
and neglect resulting from the policies of 
corporate owners and their governmett. 

Ihe appeal to volunteerism en ibraces the 
concept «)f unpaid labour to perform social 
services. The concept is applied very 
selectively to activities related to low moome 
groups. 1^ prditician or business person 
would dream of serving in office voiuntatily; 
no corporate executive would react 
favouraUy to the suggestion that unprud 
volunteers tun a corporatioo for stockholders 
free of charge. On the contrary, privaae 
corporate pay has been increasing ha d ir ect 
relationio the call for greater unpaid vo hmts ty 
work for the poor. Private c orporale or 
investmem consultanu have tfadr dock 
running from the moment their diems enler 
the office, lift die phone or address a letter. 
As the manner doing busiiiess cost- 
calculates time with greater ponctualily. the 
amount of paymem for sodal labour is 
devalued. 

WMIe the assumption in business is that 
greaiereconomic inoemives for theootpotaae 
elite increases qudity and quantity of 
production, the aasumptionin social aervioes 
is that ‘moral appeak’ to individual con¬ 
sciences can provide sustained, quality 
results. 

In a society where monetary rewards aan 
interchangehble with moral worth, dds is a 
dubious astumprioo to b^in with. The poB- 
tidans and business leaders who praanole 
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whinteerisni oventate ibe poteotialidM of 
the private factor and tmdenlaie the locial 
neeA of working people. Out of Uiit there 
has emerged a mechanism of deception on 
a grand scale, of not liiowing what the state 
was doing for business while denying the 
potentialities of state itUervention in fur- 
tbeiing people's initiatives. 

There ate several crucial probtems with 
'vohmteerism’: (1) denial that the social 
problems are structural and not conjunctural 
(of the moment and located in particular 
circumstance); (2) projections of private 
resources and willingness to share ptofiu 
which do not correspond to reality; (3) 
substitution of tjrmbolic, emotive relations 
(mentoring, role models, etc) In place of 
Slivering substantive pay-offs <j(^. high 
pay, health coverage, day care cities, etc); 
(4) focus on local projects rather than com¬ 
prehensive policies; and (3) assumption that 
untrained unpaid individuals engaged in 
sporadic activities are the equivalent of full¬ 
time trained professionals. 

SraucrusAL Basis of Social Problems 

Theexistence of decaying neighbourhoods, 
drugs, crime and the other urban pathologies 
»e directly related to the decline of industrial 
empioynient which is related to capital flight, 
iiHhatrlal relocation and reallocation of state 
resourecs toward subsidising services and 
suburbs and providing tax incentive for 
business. These decisions are made by 
corporate executives and political officials 
embedded in major institutions of power 
(corporations and executive branches of 
government). These decisions taken from 
structures of power are the source of many 
of our urban ills that are pervasive and long¬ 
standing. They are not problems that can be 
solved by a hdf-hour of voluntary work on 
a weekend as Colin Powell suggests. Nor are 
Iheburinesspeoplewhovoluntoerto 'mentor* 
urban youth part of the solution when they 
relocate their plants to Mexico or the 
Caribbean, thus throwing the fathers and 
mothers (tfdie "mentored" youth out of work. 
The 'volunteer' coiporateexecutives are part 
of the problem, not the solution. The groups 
to which CUinton and his onoiirage af^real 
to have adual character. The business people 
who maximise profit by downsizing 
thousands of urban workers out of work and 
who then volurdeer to clemi up an empty lot 
on a Saturday morning or organi se a vreekend 
excursion fbr the children of the unemployed 
rmdetline the superficiality of the voluntceri St 
proposal and its ideological character. 
Superficial because it attends a fraction of 
those affected for a brief moment on terms 
that don't change the underlying causes. 
Ideological because the volunteering is a 
symbolic personal act that is in contrast to 
theimpenonalaltuclutal decisions that affect 
snbsts^ve comfitioos. 


Rdigkws leaders everywhere uy they an 
swamped by requests by needy fomiUes, 
hungry Jobless individuals and homeless 
people. They, the practitionen of ‘vrdun- 
teerism' point to die incapacity of private 
charities to maltA tq> for the cut-b«du of 
public wdfote. On the other hand, many 
business executives rqect government de¬ 
mands that they increase their contributions 
-theysay that is antithetical to the'volimtary' 
nature of the appeal. Moreover, at least one 
business letaler has pointed out to Clinton 
that business is run for profits not to provide 
charity.. Whoever said that corporate 
downsizing was intended to increase the 
contributions to the poor and not to the 
stockholders? Given the scope and depth of 
social problems in America today, the amount 
of private sector contributions necessary to 
tackle the problem would amount to a private 
tax on wealth, voluntarily collected and with 
the skilled staff and organisation to target 
groups and projects and to deli ver the service. 
Business has not fou^t for a reduction of 
taxes to turn around and tax itself. It has not 
cut back oh social benefits of its employees, 
to lure a staff to create social programmes 
for non-employees among the urban poor. 
Business provides contributions to highly 
visible pr^igious cultural evems and groups 
(opera, symphonies, etc) that provide public 
relations pay-offs and that dite members 
may enjoy. They also subsidise scholarships 
or programmes for the ‘talented tenth' a 
minority of the poor who can be educated 
and presented as examples of corporate 
beneficence. They also serve to propagate 
the myth that ‘individual caletprise' or 'effort' 
makes the difference between upward 
mobility or poverty. 

Prob^ly one of the most insidious ploys 
to perpetuate the myth of ‘personal respon¬ 
sibility ’ is the idea that personal ties between 
a prestigious and economically successful 
individual and the urban poor can success¬ 
fully overcome the obstacles to social 
mobility. The notion is that the ‘mentor’ or 
^role model’ can inspire the poor, provide 
self-ccmfidence and encourage assertive¬ 
ness and perseverance in pursing studies, 
emfdoyment and stable family life. 

This line of thinking extrapolates the 
successful mentor or role model from their 
current social condition, an affluent setting 
totally unattainable for the working poor. 
Their salaries, housing, positions of power 
and ernploymem have nothing irwcommon 
with the groups they an>eal to. If the rnemor 
is presented as a rags to riches success story, 
it is likely they have the personal attributes 
found among one in a million, hardly lepli- 
cabte among the rest of the population (case 
of Michael Jordan). Moreover, these up¬ 
wardly mobile individuals now share the 
same economic and clau interests as their 
new-found colleagues among the rich rather 


than with the dais of poor people tram 
which they originated. 

By taking the issue to the personal, ‘one 
tOonelevd’.this approach uHdenniiies social 
soUdarity and cdl^ve mobility among the 
poor. A mote relevant "role modd" would 
be a local trade union or community leader 
who organises, flghts city hail and the 
corporate power structure to improve local 
housing or retain well-paying jobs. The 
cultural and entertainment celebrities that 
makepassingsnap-shotappearancesinlower 
class neighbourhoodsareMoftheproblem, 
perpetiuUingtheillusionofglamour and talent 
as escapist solutions. Even in the best of 
cases where mentors sponsor a youngster 
they cannot change the low pay structure, 
the indifferent or hostile tear^rs, the cut¬ 
backs in healthcare andeducation, thegrowth 
of structural inequalities. In the best of cases, 
a mentor could eiKourage youngsters to learn 
about the structural impediments to equity, 
the importance of social organisation arid 
struggle, the need for professionals to return 
and work with their communities. But that 
is not what mentoring it all about, at least 
in the common usage of the term, the way 
in which Clinton, Powell and Bush 
understand it 

Volunteerism by its nature is a limited 
commitment with few resources which 
focuses on small-scale projects. At best, it 
can paint a few buildings, clean an empty 
lot, iMovide part-time health services, etc. 
The obvious problem with this approach is 
that it assumes that the resources available 
are what trickles down. It fails to analyse the 
national picture and identify the vast array 
of resources flowing to othn classes, other 
activities, for example, subsidies to big 
business. Moreover, the local projems 
approach given the social character of its 
organisers and the parameters of tbdroutlrxjk 
are not building blocks to a broader social 
movement nor do they promote a trans¬ 
formative visioa Rather, it becomes an end 
in itself: the most and the best is to survive 
in the intentices of the system. Given the 
scope of the problems today and the 
worsening of social coixAtirms (cut-backs in 
federal spending, growth of low paid and 
tempmary jobs with no health programmes, 
etc), the n^ is for comprehensive, socio¬ 
economic programmes that can only be 
funded at the federal and state-level, not by 
neighbourhood organisations. 

Even at the ndghbourhood level, promi¬ 
sing self-help programmes based on local 
initiatives can be undermined by deciaioas 
at the macro-economic level. A plant 
relocation throws the local people out of 
work, they move out or fall in despair, local 
projects collapse. Public funding for 
children ends and mothers are foic^ to 
work. Who has the time to engage in local 
projects? 
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Vohmteedim ii euendidly the cheepot 
nd leait effective way to compensate for 
the devastatiiig social consequences the 
free maitet Vohmteerism is foe extension 
of the free maiket offensive against wofUng 
peofde. What began at the woifcplace in 
terms of lom of job security, lower wages 
and foe endingof employer financed penrion 
and health plans is now extended to the 
sodety at huge in terms of self-financed 
neighbourhood upkeep, cultural, health 
and educational facilities. The whole cost 
tofoe production and leproductfoo of labour 
has shifted from capital to foe ‘individual'. 
This is not novel, its origins are in the 18th 
camny, at foe very beginning of capitalism 
before the poor and foctoiy laws came into 
existence in the 19fo century. In this scenario, 
Scrooge would be in the left-wing of foe 
Democratic Party; 1 mean the reformed 
Scrooge of coune. 

In Suite aid Revoluiion, Lenin argued that 
in foe transition to Communism, the state 
would begin to wither away, avoage citizens 
would assume the duties fotmeriy performed 
by bureaucrats. Civil scxdeiy would, so to 
spedc, govern itself. Clinton and foe other 
advocates of volunteerism, are of course 
talking dxxit a difrerent kind of state and 
society, a more selective kind of ‘withering* 
in the context of an increasingly polarised 
class structure. Clinton’s version envisions 
filing salaried and unionised federal pro¬ 
fessional empioyees and the recruitment of 
unpaid volunteers (among students, pro¬ 
fessionals, executives) and low paid ex¬ 
welfare recipients. The benefits to big 
business are subsumtial: federal cuU lead to 
higher corporate profits; reallocation of 
federal spoiding from salaries for public 
sector profeuitmals to corporate subsidies 
increases CEO salaries. 

The public receives an undertrained, 
rotating workforce delivering inadequate 
social services. The wealthy, with their 
increased private earnings turn to private 
services employing well-trained profes¬ 
sionals. In otto words, foe deli very of social 
services fbr foe general public is by untrained, 
volunteers; the services render^ for the 
wealthy are by competent professionals. The 
volunteer system deepens the two-tiered 
society. The assumptim that the com(dex 
social problems and profound social needs 
could be solved by recruiting untrained 
vohmteen or lecycM welfare recipients is 
acnidejoke. Quldien living under stressful 
conditions of family povoty and neglected 
neighbourhoods are not going to find 
solutioos from a touch on the shoulder from 
Colin Powell or a hug from Hillary Clinton. 
Exhoilatiom to take personal responsibility 
are not going to prclvlde employment for 
10,000 job-seekers applying for seven 
hundred jobs, when a^ if the federal 
government subsidises aprivate company to 
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provide eaifdoymenL Equally, poverty Is 
extended, hot reduced when low-paid ex- 
welfare people md unpaid vohnteen replace 
professionals, social wotken and skilled 
puUic empioyees. The hiring of untrained 
volunteers a^ poorly educated welfare 
worken creates high risk situaticos, parti¬ 
cularly in health clinics where mistato in 
readings and recordingt of bodily indicators 
and foe administration of medicine can be 
a deadly affairi 

Volunteerism combines an attack on 
professionalism in the social services, 
unionised public employees with economic 
ex{doitation of young people ud ex-welfare 
recipienu. Moreover, it's very logic under¬ 
mines one of its basic appeals to potemial 
volunteers. One of foe id^ behind volun¬ 
teerism is that it provides an opportunity 
to learn a skill, to prepare for a career, to 
improve future earnings. But obviously, if 
foe career i s in an area CO veied by volunteers, 
when the current crop of gradu^ becomes 
proficient, they will be replaced by another 
group of unpaid or underpaid ‘volunteen’. 
Volunteerism or the Clinton Americorps are 
not stepping-stones to future paid profes¬ 
sional careers, because professionalism 
has been dumped, budgets have been cut - 
volunteerism is the permanent sute of 
things. It is an end in itself, an ideal to be 
promoted. 

Of course not tme of foe politicos or 
corporate boosters of volunteerism would 
advocate voluueersrunningcotporations and 
servicing stockholder itUeresls. That, they 
would say, requires skilled professional 
executives with vast experience, knowledge 
of the field. No one would do an adequate 
job without substantial material rewards. Yet 
when dealing with foe vastly maredemanding 
job of dealing with the employment, housing, 
family, mental and physical health of men, 
women, elderly, children of differem races 
and gendns we are told that volunteers can 
do it by giving ‘30 minutes or an hour a 
week’ or ‘touching someone' (Poweli) or 
finding an ‘inspiring spmts coach' (ex¬ 
president Fbrd). 

Conclusion 

Volunteerism is the ideology of the big 
business and politicians promoting foe 
minimalist socid wdfare state. Beyond its 
archaic 18th ceittuiy origins, it is foe cynical 
exploitation of youthful altruism in foe 
service of corporate profit Cuu in capital 
gafa}s taxes at foe expense of Medicare and 
Medicaid means less professionals and foe 
need lor more unpaid volunteers. Volun¬ 
teerism appeals to infovkhud responsibilKy 
in a period of gross irresponsibility of cor¬ 
porate and political leaden. The CUmens 
dare not tell foeCEOs and bankentoasaume 
personal responsibility' for decisions re¬ 
locating factories to Aslan sweatshops 


which destroy commun i tie s in the US snd 
exploit teenage women overseas. He does 
not tell them To assume persnud respon- 
sifaility’ for their bankrupt banks or specu¬ 
lative losses. He bails them out with foe 
approval of the Republican Congreu. 
Personal responsibility it a political ploy to 
shift publk attentioo downward and inward, 
instead of upward and outwmd. 

Volunteerism does not have evea the 
remotest possibility of dealing with 
America's growing social probleiBt, as evea 
its cyniod promolen aduiowledge... off the 
record, ft does serve however, at a usefrd 
ideological weapon to change foe nature of 
foe political debate... from the public to the 
private, from foe state’s respon si bility for 
its dtizeiu to foe private inftiatiues of foe 
poor. The volunteeritt programine has 
enUsted a whole entourage of entertainers, 
sports celebiities, foundatian executives of 
all races sod denominations snd even some 
religious notables labour bureaucrats, 
behind iu corporate benefldariet. 

To engage in a debate on fob tercsia b 
a lousy propos i t i on. There b no middle 
ground. Eitbre we return to defaotm on the 
scope and depth of the welfare stale, foe 
demand for comprefaeiuive social pro¬ 
grammes backed by social movemeats sad 
dass otgamsations or we will end up with 
unemployed post adolescent social science 
gradwrtes taking foe blood pressate of 
unemployed nurses while General hbaois 
CEOs in foeb Gued sneakers take ding 
syringes from empty has on foe ananal 
one hour commitment to dean ae^bbonr- 
hoods. 

Let us remember a little fait of bbsoiy. 
Sincethe 18th century every underpr i v il eged 
social class, whefoer here or in Emnp^ that 
was dependent on private chailty and 
voluntary services sooner or bser njecsed 
itinfavourofststelegislatioiLcongwhaniive 
sodal progra m mes and class-based aniaa 
and cmnnumity organisations. The reas o n 
why foe working clau tuned Ms back oa 
vohmteerism was that it didn‘twoik.Nafoiag 
about foe present proposab leads lo any 
difTereiu conclusions. The qnebion b when 
foe American people will draw foe saare 
condusions. 
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PERSPECTIVES 


Privatisation: An Exegesis of Key Ideas 

Samit K Mi^^undar 
Gantwa Ah^}a 

Big-bang, or mass privatisation, does not appear to be feasible for 
most transition economies. Therefore, the issue of sequencing in 
privatisation acquires policy importance. An efficiency-based logic 
which prioritises privatisation of enterprises likely to post largest 
inqtrovements in performance, can help reduce investor uncertainty, 
arid enhance state credibility by indicating the presence of a 
government in control of the process. 


THE experience of economies trying to 
privatise large numbers of state-owned 
enterprises indicates that the privatisation 
peocess is Hkely to be slow, and drawn out, 
rtfher than swift aid all encompassing [Laban 
and Wolf 1993; Roland 1994]. Big-bang, ch- 
mass privatisation, does not afpear to be 
feasible for most transition economies. 
Therefore, the issue of sequencing in 
privatisation acquires policy importance, 
raising a question.' is sequencing required? 
There are a number of activities to be 
undertaken by governments during the 
process of economic transition. Firms may 
have to be restructured, deals with workers 
and union leaders have to be negotiated, 
firms’ finances have to be cleaned up, the 
regulatory environments, if any, have to be 
redesigned, changes to competition policy 
have to be made and the firms have to be 
marketed to potential buyers [Ramamurti 
15>96]. As the 1996 World Development 
RcTwrr notes “Privatising large and medium¬ 
sized enterprises has proved farmoredifficult 
than originally thought. Policy-makers have 
to weigh Comdex and often competing goals, 
satisfy a multitude of competing stakeholders 
and cope with the administrative difficulty 
of privatising thousands of firms in a 
relatively short period of time and without 
miuure, ^nctioning capital markets" [World 
Bank 1996: SO]. Therefore, the sequeiKing 
of privatisation is necess^ as policy-makers 
simultaneously gra|^ with the multitude 
of tasks that comprise the transition process. 

This note unfolds as follows. In the next 
section the basic rationale for privatisation 
is discussed. The issue of what is it that 
policy-makers seek as they attempt to 
privatise state-owned enterprises is 
addressed, the motivations associated with 
big-bang privatisation, the necessity of 
adopting a gradual approach to privatisation 
are discussed. Thereafter, the consequences 
of a mass privatisation approach, on which 
some evidence has emerged, are described 
and other conditions necessary for successful 


privatisation are discussed. Finally, the last 
section contains a brief discussion of other 
ways in which state-owned films' efficiency 
can be enhanced as well as a discussion on 
the role of competition and regulatory 
policies. 

Rx'noNALE, Sequenono and 
AN Approach to PRivA'nsATiON 

Motivationfor privatisation: Privatisation 
is one of the policy reforms which is meant 
to improve the efficiency of stale-owned 
enterprises [Caves 19^]. One reason 
advanced for the existence of performance 
differences between private and government- 
owned enterprises is a mis-alignment of 
incentives in the public sector, and the 
argument is as follows. To the extent that 
ownership composition varies, principal- 
agent issues arise. Property rights over the 
enjoyment and disposal of assets are 
attenuated i n government-owned enterprises 
because a market for corporate control is 
absent. Consequently, there is a lack of capital 
market discipline to which state-owned 
enterprise agent-managers can be subjected 
to by owner-principals. Additionally, public 
sector firms are subject to soft-budget 
constraints which increases financial 
profligacy and mutes incentives for attaining 
cfficieiKies. 

A substantial body ofevidencefora variety 
of countries, as reported in Boardman and 
Vining (1989), finds that private sector firms 
do out-petform firms in the public sector. 
For India, too, the private sector is found 
to be more efficient than the state-owned 
sector [Majumdar 1995]. The mtat recent 
World Development Report [World Bank 
1996] states that in established rnarket 
economies and middle-to-high income 
developing countries there is little doubt that 
privateownershipisasignificant determinant 
of economic performance, and over two- 
thirds of a sample of 61 di vested ftrins studied 
showed increases in post-privatisation 
economic perfonnance. 


Take the two key inputs of a firm: physical 
capital and human c^tal. With resp^ to 
physical capital, state ownership leads to the 
centralisation of dedsion-making in tlie 
bureaucracy, loss of managnial autonomy 
and modification of firms’ investment 
priorities for political ends. Incentives and 
opportunities for firms’ managers to be 
progressi ve are restricted, leading to lowering 
of the levels of technological expertise and 
resulting in low quality of products or 
services. With resp^ to human capital, the 
provision of life-time employment leads to 
labour indiscipline and interventions in 
disputes for political reasons, consequently 
limiting the capabilities of firms to deliver 
products or services efficiently. 

One assumption in the literature is that, 
holding ownership constant, private and 
public sector managers have equd operating 
freedom. This, however, is not always so. 
In India, there is the complex reality of the 
institutional and political environment 
surrounding government-owned enterprises, 
leading to low performance. Government 
decision-making is surrounded by a 
constellation of interests fonning specialised 
coalitions interested in government- 
enterprise operations. The various actors 
inclu^ politicians, unions, trade assodatioas, 
consumer groups and members of the 
bureaucracy itself who pressurise other civil 
servants into directing government-owned 
bodies into acting in manners which are 
consistent with their own special interests 
[Nayar 1994]. 

Consequently, Indian state-owned 
enteipriscs have been prey to inapfm^ate 
location, size and technology choice 
decisions, irrational product mixes, and 
imposed marketing arrangements [Jalan 
1991]. These decisions have been made for 
political consideratioiis and bureaucratic rem 
seeking, and have not been based on economic 
criteria. The perfonnance impact of such 
pulls and pressures is likely to be negative 
because such factors do t^ to make the 
management process in government-owned 
enterprises complex, uncommercial and 
unfocused; few choices and incentives are 
given to managers to maximise ecmiomic 
residue and the Indian state-owned sector's 
perfonnance is, consequently, characterised 
by large inefficiencies [Miyumdar 1995]. 
Pri vatisation is expected to reduce the state’s 
micro-management and political ad hodsm 
in the conduct of enterprise business 
activities,thereby enhancing flims’ potential 
for superior performance. 

Pri vatisation may also lead to higher rales 
of industrial growth and improved allocative 
efficiency, though improvements in these 
parameters of performance is also a fiincdon 
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of bow macfo-oconotBic lefomt intenct 
with odierlK 9 micix><ecaiioaik reform* 1 ^ 
» change* in competition ptdlcy and trade 
policy. In mm, improvement in enterprite 
productivity due to privati*atioa renilting 
from one or more of the following factors: 
first, pfivadsatim leads to a change in the 
objective function of the firm. The 
nwltipllcity of social oitjecti ves and political 
agendas, operationalised via interference and 
re-distribution to favoured interest groups, 
ate replaced by a less ambiguous objective: 
profit maximi^on. Second, privatisation 
leads to a hardening of the budget constraint 
by ensuiiitg that neither funds nor survival 
are asmted in the new environment. Third, 
privatisation leads to superior monitoring by 
interested owners and brings the pressures 
of the capital market to bear upon the 
managersof the privatised enterprise, leading 
to changes in their incentive structures. 

There is, however, little evidence as to 
why countries privatise, but Vickers and 
Yarrow (1988) and Ramamurti (1996) 
document some of the firm-level con¬ 
sequences of privatisation. In addition, 
Ramarmuti (1992), in probably the only 
empirical study of the determinants of 
privatisation at the country level, finds that 
high budget deficits, high dependetKe on 
international agencies like the International 
Monetary Fund and the World Bank and 
high debt levels ore some macro-economic 
factors which place fiscal pressures and cause 
countries to privatise. Privatisation is 
expected to lead to a decline in the supply 
of soft capital for erstwhilestate-owned firms, 
lessening government, budget pressures. 

Economic factors such as capital intensity, 
the potential for the misuse of market power 
and the prevalence of natural monopoly 
conditions have historically led to the creation 
of the state-owned sector in many countries 
[Jones and Mason 1981]. In India such 
considerations were paramount in the l9S0s 
when the state-owned sector was established 
[Marathe 1989]. Nevertheless, many firms 
were also brought into the state-owned sector 
rationale only for political reasons. Such 
ownenhip changes, from the private sector 
to the state-owned sector, have taken place 
in countries such as India, Nicaragua arid the 
Philippines. Privatisation is also expected to 
correct for past mistakes that have taken 
place in the composition of firms’ ownership 
structures. 

Privatisation has also been undertaken to 
widen share ownership in many countries, 
such u Chile, Great Britain and 'I\irkey. A 
number of economic motives are at play. 
These include the reduction of stock price 
volatility, allowing investors to diversify 
their portfolios and the reduction of risk 
[Seth 1989]. Volatility is reduced because 
falocfc trading of shares is minimised when 
there are many investors. Availability of 


shares of state-owned enteipriaes allows 
investors lohtoaden theirportMo of shares, 
while tbeifsks transferred iotheequity market 
are borne by a large number of market 
participants. Additionally, there are political 
consequences at wider share ownmhip. A 
wider share ownership makes future 
narionalisotion efforts difficult to follow 
through, thereby committing a country to a 
private sector Rented economic system. 

The above points, in essence, encrqrsulate 
the economic'benefits associated with 
privatisation. The ideas ate important, but 
may not be adequate for policy-making 
purposes on two counts. Fust, as Stem(1996) 
has noted, theory has been silent on issues 
relating to the transition process in general 
and on specific issues relating to the 
privatisation process. Existing privatisation 
ideas are articulated in an a-temporal context 
and cannot be used to address questions with 
a temporal dimension. Second, existing 
concepts do not enable an exploration of the 
fact that the benefits of privatisation may 
accrue unequally. Some enterprises nuy 
already be efficient while othen ate relatively 
inefficient. Many other factors, such as 
management differences, can lead to 
significant performance variations even 
between state-owned firms [Aharoni 1993]. 
The privatisation logic may, then, be more 
applicable to certain firms than to others. For 
instance, some firms may enjoy better 
managerial supervision and relative freedom 
from slate intervention. Such firms may 
already be efficient and stand to benefit 
relatively little from privatisation. On the 
other hand, there may be firms which are 
performing extremely poorly, and would, 
therefore, benefit significantly from priva¬ 
tisation. This variation in the performaiKc 
of state-owned firms is a contingency 
that existing concepts have not taken into 
account. 

In any case, the focus of all privatisation 
debates should be at the level of the firm. 
While growth in aggregate industrial output 
is one measure of a country’s economic 
perfomumce, if the consumption of inputs 
rise at the same or at a faster rate then 
economic progress remains stagnant or falls. 
Therefore, attainment of industrial efficiettcy 
is a qualitatively much mote important 
variable; counUies in which there is high 
industrial efficiency tend to forge ahead in 
generating high income levels to support 
superior standards of living. Nevetdieless, 
as Chandler (1990) ha* argued, industrial 
efficiency attamment is fundamentallyafirm- 
levd phenomenon. It was the continuous 
search by firms of ways to enhance their 
functional and operational efficiencies that 
drove industrial progress in the US. In 
countries such as India where a large 
propoition of industrial capital is owned by 
the state, the provision of incentives, via 


privalisatioa, so that Anns seek to fidianrc 
their efficiencies has considerable 
implicatkms for the ovenJI industiiai and 
ecoiKiinic progress of these countries. 

Rdsef sequencing: Why does sequencing 
matter? Tlie big-bang approach to 
privatisation has envisaged fut-paced 
privatisation through the mass selUng^of 
stale emerprises, leading to a compictioo of 
the process in a very short span of time. 
Am^ the objectives driving a high-speed 
approachhavebeenthenecesshytrfactueving 
acritical mass of private ownership, the need 
for getting the stateout of mkiD-mnagenieat 
of the economy and ptcvemiitg the large- 
scale de-caphalisation of state enterprises. 
These were some of the remons dieA for 
pushing urgency in the privatisation process 
[Roland 1994]. Private property provides 
the incentives necessary for superior 
performnee; otherwise, thm is a dagger of 
inertia for firms because at the existence of 
public hand-outs and the lack of a need to 
respond to market signals. Also, if the state 
has an interventionist orientation it cannot 
but interfere in the economic activities of the 
population, with an especially strong 
prelection to do so in state-owned c n t et pi ist 
over which it has control. 

The big-bang approach has found 
significant conceptrral and policy support at 
the begirming of a transition petM as a 
meant of undertaking economic change in 
the presence of a prolonged economic crisis 
and the sudden collapse of a system 
[Ahluwalta 1994; Sachs 1992). At that time 
there is a clear discontinuity in a cotmtry’s 
history. During this period dim is anunustnl 
willingness to susp^ self-interest aeefciag 
political behaviour and act for the common 
good [Grindle uid Thomas 1991; Williamson 
and Haggard 1994]. The introduction of 
nuyor reforms in a short period of time 
makes the change process acceptable and 
look irreversible by destroying die power of 
those who oppose the change [Tkang 19961. 

In addition, a reform minded g ov tm m em 
may have to signal its commitmeiK by initia¬ 
ting reforms at a pace that an uncomm i n ed 
government will never undertake (Haggard 
and Webb 1993]. 

Consequendy.high-speedprivatisatianhm 
been tried out in erstw^ Czechoslovakia, 
Poland and Russia. Its desirability, however, 
has beoi increasingty questioned (LqNon 
and Sachs 1990]. Hiither, die feasftility of 
high-speed privatisationhasbeendMllet«ed 
given the gap b etween die otiserved rate of 
privatisation and the size of the state-owned 
sector that stiH exists in most tr a mition a l 
econonties. Political constraints, lack irf an _ 
institutional infrastracture, inadequaaedeplh 
in capital markets, and macro-econontic 
instahility proM ems are some of the many 
important reasons that make rapid 
privatisation unlikely (Dewatripont and 


Economic ■ t PofiHr. Iv Julv 5, 1997 


IS9I 



Itoland 1992]. lUpM privMiialkM ii not Juit 
openUkmaUy unlikely, but alio likely to be 
locially undesirable given the scale of 
piivatisatian in transitkio and devek^ng 
economies. Privatisation at a rapid pace may 
outstrip a countiy’s capabilities to |»Dvide 
lesouices to oveiiee tte transition or lead 
to admlnistritive resources bdqg seconded 
from other aieas of a state's activities cnidal 
to economic development P*aul 198S]. 

Pint, the macro-economic impact oflarge- 
scale aiyustmenU may be formidabie, and 
posnbly pcditically untenable under schemes 
of instantaneous re-organisation. This is 
likely in devdoping countries where a large 
pn^xNtioo of the population exists below 
the poverty line [Sattar 1989]. Aghion and 
Blanchard [1993] show that privatisation, 
which can necessitate the closing of 
indficient firms, can lead to gieata than 
acoeptablelevels of unemployment andderail 
the trsnsition process. Simultaneously, if 
uaenqiloyment grows too rapidly then there 
is a necessity to fluid new labour market 
policies such as unempioyineiit benefits and 
tiiiniiig subsidies. These flmding requiie- 
merUs divert resources away from infra¬ 
structure tmtrHng activities which can aid 
in Ifaedev el opinentofprivate sector business 
that supplam output losses which take 
place as aresuhofthedosure of state-owned 
fiims[Agfaiaa,BlaiidiardandBurgess 1993]. 

Sec^, the sudden abolition of command 
and planning ways of doing business in 
complex ad higUy inter-dependent eco- 
noniic systems, such as in India, cu 
s i g n i ficantly impair overall economic co- 
ordination, This distuption affects the levels 
of both useful and unwanted procfaiction 
from state-owned units. The fril in output 
and the associated delay in recovery is higher 
in contexts where there has been a greater 
reUanoeacenlralidamiingsystems; and the 
■ore a central plamring system is disrupted, 
the dower will be the development of new 
market-oriented co-ordmaiing mechanisms 
urhich enable private sector businesses to 
flooiiihfde Melo, Denizer and Gelb 1996]. 

TUrd, the presence of well-developed 
ogdtal-matketmecfaanisnis. accounting rules 
and systems, and institutioiul or legal 
safcg i M nds eeafale private sector businesses 
to operat e efficiently and finely. In their 
abasnoe, the emergence of a lar^ number 
of newly privatlaed enterprises may lead to 
afintfaerreductioninlliecfficacyofallpcative 
mechanisnis because the inlieiited political 
infloenoe oontinnea to be the primary means 
ofobtainfag and utilising resouroes[Joskow, 
Schmalensee and Tsukanova 1994]. Yet, the 
d e velopin en tofniles,sidetuards a iidsy it ems 
takes trine. Tsang (1996: 190) notes that: 
“As the leadiag themiat in property tights, 
Coase ww quot^ w uying that h would 
take yean to build the le^-instifutlomd 
framework widdn which a normal market 


economy can properly function. By 
implkalioo. to mqiect it to emerge from the 
ashes ttf a big bat^ would be fooniardy.” 

Rourth, the need to create durable incemive 
structures, preserve domestic ownership of 
industrial assetainthefiKeoflimiieddomestic 
liquidity, and ensure that ^ipropriate market 
values are obtained for privatised 
corporatioos on their sale, undnscores the 
desirability of gradual privatisation [Vickers 
and Yrurow 1991]. In erstwhile command 
and socialist regimes there are implicit 
contracts about the ownership of property 
and assets. Therefore, ownership questions 
have to be settled fairly. As Summers (1990) 
points out, in the generally uncertain 
environment within which privatisation is 
carried out assets have a low ex-ante value. 
If after privatisation things work out well, 
there is a sense that those who acquired or 
received the assets stole tberiL There is then 
likely to be pressure to go after the windfall 
gains and undercut private property rights. 
If after privatisation things ^ not work out 
well, thitt is also not a good outcome. The 
pouible resolution of such a dilemma is to 
let privatisation occur through a gradual and 
evolutionaiy process when the intrinsic value 
of assets become clear. For the valumion 
process to be equitable and transparent 
requires the establishment of accountancy, 
capital market and legal mechanisms arid 
rules. 

Fifth, a reason advanced at to why 
sequencing is necessary is the need for 
institutional frameworks to develop in 
erstwhile command and now market 
economies. Institutional rules and procedures 
aid in the enforcement of l^al and economic 
rights within a market-based system. This 
necessitates that a strong government is 
necessary for the institutional framework to 
develop; however, Weingast (1995) 
highligto a dilemma: a government strong 
enough to develop and enforce an institutional 
framework is also strong enough to (xmfiscate 
wealth. Therefme. to attract citizens and 
corporate investors to purchase shares in 
enterprises that ate to be privatised, the 
concerned governments must credibly 
conunit to restraining politically-orienied 
behaviour and arbitrary administrative 
actions on the part of govetnmem servants 
[Levy and SpUler 1994], Therefore, the 
reforms of bureaucratic incentives, and 
administtative systems widiin government 
depar tm ents, isMmuchaneccssaryprectffsor 
for successful privatisation as ^s the 
development of an institutional franiewotk. 

Sixt^ as Bakerowicz (1993) points out, 
the speedoftfae privatisation process depends 
on the knowledge and sibilities of the 
lefbrmen. The maximum possible speed 
with which the privatisation pioceu evolves 
is constrained by the inherent human 
Umitatioas df information processing and 


learning. To the extent that dtere ate only 
a limited number of imSvidnals involved in 
theproceuofprivatitatkM.finiteknowledge 
Uoiits place upper bounds on the abilities of 
rofbnnci s to simultaneously make changes 
in instimtional m ec h a ni sms and systeaas as 
wdl M undertake privatisation. Even if there 
ate a large number of individuals to be 
Involved in the privatisation process, whiefa 
is unlikely to be the case, learning, which 
is necessary so that there is diffliskm of 
knowledge among all the individuals 
in w^ved in tite transhicm process, is an evolu¬ 
tionary process requiring considerable time. 

Logt^approachtoprivatuatiaivOinAal 
privatisation of state-owned enterprises is 
necessary for a number of practical reasons. 
In a scheme of gradual privatisation the fact 
that difTerent enterprises ate performing at 
different efficiency levels has important 
implications. These inqilications arise on 
account of the temporal dimension of the 
privatisation problem. IfaUenterprisescarmot 
be privatised in the same period then some 
enterprises will need to be privatised earlier 
than others. Enterprises which are privatised 
earlier will post improved performance for 
a longer period than enterprises which ate 
privatised later. Therefore, it makes sense 
to prioritise the privatisation of those 
enterprises which are likely to post the largest 
improvetnenu in performance. Sudiascheme 
will ensure that the largest gains ate taken 
earliest and the relatively smaller gains are 
taken only later in the transition period; 
hence, cumul^ve efficiency gains over the 
transition period are maximised. Privatising 
inefficient enterprises before efficient ones . 
is a superior sequence as compared to one 
which reverses this order. Specifrcally, 
privatistfion sequencing should account for 
both performance levels and size of the 
enterprises. Privatisation policy based cm 
such an efficiency based logic can bdpreduce 
investor uncertainty, and enhance state 
credibility by indicating the presence of a 
government in ccmtrol of the process. 

Three other schemes of privatisatiem 
sequencing exist; these are the structural, 
raiidom and political economy qqxoaches. 
The structure approach focuses cm market 
structure as an intervening variable foi 
deciding the order of privatisation [Vicken 
and Yarrow 1991]. Enterprises opmvting in 
competitive sectors of the economy ate 
privatised earlier,rirhile enterprises in secton 
marked by monopoly ate left for later 
privatisation.This approach hu characterised 
the privatisation c^oru in Great Britain, 
with eitietpriaes such u Amenham Inter¬ 
national and Enterprise Oil being privatised 
flrst, while privatisation of Btltiah Telecom 
followed later. Hie logic that privatisation 
might exacerbate allocative inefficiencies in 
marfcett characterised by monopoly hM 
formed the economic basis of this approach.' 
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Is^oraDDCitfvedBdpiEyare,boii«VCT 
, confounded with thoM of technical 
efflcieiKy. While allocative, efficiency 
cooiidentiooi will be asaodaM with state 
enteipriset opetadng in secton maihed by 
natural mom^y [Scherer and Rou 1990], 
it is not clear that postponing their 
privatisation it welfare enhancing. 
Conversely, if the allocative inefficiency 
problenu are not very significant, but 
technical inefficiencies abound in a group 
of monopolistic enterprises, delaying 
privatisation can entail significant losses. 
What is required instead is an appropriate 
regulatoiy ftameworfc simullaneousiy being 
put into place to that ensures allocative 
inefficiencies do not occur. One regulatory 
example it that of price regulation in the 
British telecommunications industry. While 
British Telecom was being privatis^ in the 
mid'1980t, an appropriate regulatory 
institution, the office of telecommunications, 
was alto put in place to ensure that the 
pricing policies of British Telecom did not 
cause distortions orlossof consumer welfare. 

Another problem with the structural 
approach Um in its iruibility at providing 
guidance in establishing pri^ties between 
enterprises which share tlM same structural 
characteristics. For instance, this approach 
provides no basis forestablishing a sequence 
between competitiveenterprises, orbetween 
mompolies. Thus, it provides only a partial 
ordering and leaves the sequencing pr^lem 
incompletely resolved. In contrast, a 
petfotmance-based criterion relies on direct 
measurement and, therefore, reduces error 
inherent in attribution. Further, such a 
criterion avoids relying upon stylised 
talari ties which may not hold in individual 
cases. Fbr instance, even if rrmnopolies are 
technically inefficient, it does not imply that 
all monodies are always inefficient. A 
structural criterion would classify all 
monopolies similarly, and thus fail to 
distinguish between efficient and inefficient 
monopolies. A performance criterion makes 
no such assumption, but examines each 
monopoly todelermine its teiativeefficiency. 

The random approach implies that the 
government follows no clear policy. Simply 
put, enterprises are sold or given away on 
a first-come-first-served basis. Enterprises 
wWeb fitid ready buyers ate privatised first, 
and the remainder temainundiv state control 
The net result of this strat^ it easily visible. 
Crown jewels, well ruri enterprises with 
oommercial potential, move into priv^ 
bands while white elephanu, relatively 
inefBckat and troubled enterprises, remain 
with the state. The ecommuc basis of such 
an approach, if dieie is one, is shoit-tetm 
revenue maximisation to reduce budget 
deficits. TUt tadoiude hat driven a number 
of coatempomy privatisation programmes 
in developing countriet. 


Hie rsMOO appnncii suRIhs from three 
shortcosn l ags. shorMetm crtigeociet 
drive tfaedmice of enteipriset ptivadsed. In 
die rdMcnoe of clearty-set criteria fovendrv 
privatisation, (ttvestituie takes on the aspect 
of a fire sale. Second, the continuation of 
thesoft budget constraints ibrtfaeuiqnvatised 
enterprises imply that performance in the 
statoHiwned enterprises continues to be poor. 
The shock of privatisation is administered 
to enteipriset llwt benefit least from it, while 
those that need the shock are left to languish. 
This implies that the largest inefficiencies 
are carried through for the longest period. 
A third problem is that, in addition to 
neglecting technicalefficieacy,italsoignoret 
allocative efficiency considerations. 

The political economy approach is a variant 
of the random approach arid argues that the 
best firms in the state-owned sector should 
be privatised earliest [Roland 1994]. Such 
firms have the highest likelihood of being 
successful, and their success can be used to 
build constituencies for fimher refoniL There 
is some streiigth in this argument, as political 
constraints operate in most transition 
economies. However, political support is 
acquired at the cost of efficiency, and this 
trade-off should be made explicit and 
recognised. Further, a serious constraiitt to 
this approach is that there ate likely to be 
only a few firms which fall iiuo this category 
of best. The problem of tackling the rest and 
prioritising between them still remains 
unresolved; the use of aperformance criterion 
can help in resolving this issue. 

The other approaches to privatisation 
sequencing do not capture the economic 
logic reflected in the efficiency criterion. To 
the extern that each of these approaches 
ignores the efficiency implications of 
alternate sequences of privatisation, a lots 
of resources is implied. Given the importance 
of the state-own^sector in most transition 
economies, the cuiimlative effects of these 
inefficiencies are likely to be large. The 
efficiency approach complements the 
structural andpolitical economy perspectives, 
and the approach can be us^ to identify 
egregious instances of technical inefficiency 
among state-owned firms to target these fi rms 
for privatisation. Simultaneously, market 
structure characteristics of these firms, the 
need for regulations if industry conditioiu 
so warrant, and the exigencies emanating 
fiom the political envinmment can be kept 
in mind while deciding the precise sequence 
of privatisation. 

ExHaumicBS wtin and ornoa CoMomoNS 
rot PatVATISATION 

The experience of economies which have 
attempted big-bang privatisation ptovidea 
inatances of pitfalls. Specifically, hi Russia 
about IS,OOOenter|xises waepriv«isedin 
1994. These emerpriaes empio;^ about 70 


ti- 


per cent of the haduatrial woikforo e. Tim 
maaaprivatiaarion strongly favoured wortoa 
and managers, led 10 a Ugh degree of iaahlar 
ownership. Workers retaiiied SO per cent of 
the shares, though a part of that was rum- 
voting, managers retained 10 per cent, 20 
per cettt was in state hands and 20 per cent 
was with outside investors. In Russia, hopes 
that Ugh-speed mass privatisation would be 
followed fay reforms and restructutlng have 
not been realised. Former managers retain 
control of etherpriset and have blodced sate 
of further shares, lintiting liquidity, while 
the state apparatus lacks the r esou r ce s to 
im|dement conective action. Whb capital 
market discipline and state supervision both 
absent, incentives for efficiency have been 
muted in these enterprises [Joskow, 
Schtnalensee and Tsukanova 1994]. Hence, 
theotgective of increasitig efficiency through 
privatisation has been defeated. 

The Czech Republic hat had two waves 
of mats privatisation. The first was launched 
in mid-i992 when Czecbotiovalda was an 
integrated country. It created 8.5 million 
shareholders out of a total Czechoslovakiaa 
population of 15.5 million persons. The 
second wave was completed ia the spring 
of 1995. About 70 per cent of the vouchers 
distributed to the public were placed wMi 
investment funds which os^ them to 
purchase shares in state-owned eKerpri se a. 

In the Czech Republic fast-paced 
privatisation has created an extra-ordhiaiy 
system of governance: privatised finst are 
owned by investment companies wMch ate 
managed by large banks. These banks, in 
turn, are owned by the state and the fiinaer 
state enterprises are heavily indebted to these 
banks. The banks have bm retiocot to caB 
in the loans, even if they look bed, and the 
state authorities have a tt em pted to foBow a 
consciompoUcyofnotallowingbatdEfuplEiea 
to occur, thus perpetuating the aeftbirfgat 
situation fbr firms with resuhiiignaii-ptuilive 
consequences on expected efficiency 
[Fortes 1994]. Arkfitionally, six laige ilMe- 
owned banks have recendy coBapaed nndw 
a cloud of embezzlement, fraud and bad 
loans, calling inio question the soeoam «d 
the transition proceu in the Grech RepubBe 
[Jay 1997]. 

In Chile, the second phase of Bre piivm 
tisstion prognnune, u n dertahen h etwu u i 
1975 and 1983, a t t e m p ted a dreBar ftat- 
paced transfomuttion of the tnd natria l 
sector. wilhunfoitunateoonaaqnenoos.ln«i 
attempt to maximise revtinuri far the state, 
many etuetptites were rapidy pr i v a tiae d . 
often without adequete flMadal aad 
manag e ri al Raoutoea. This RMBedhtBre 
creation of a large number of poorly- 
Bsanagud, highly-leveraged enter p ria oa 
unequipped to whhatand foe luthiBiiM df 
an economy In ttaadtion. The adbtaqpfog 
Mlure of inany rdfoeeeeniaigiiius fUMifod 
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faitiKtfbdiigRiuniedtoaiMecai<iol[Vicken 
nd Yam>w 1991]. 

The Britlih privatiuuioii, in general 
recogniied ai a relatively orderly and 
nicceuful programme, provides a useful 
counterpoim to these experiences. In an 
economy with functioning market 
mechanisms and infrastructure, and no 
macro-economic adjustmeMs or (Hoperty 
tights problems to deal with, nevetthdess 
it took over IS years for the state to divest 
itself from the bulk of its enterprises 
(Vickers and Yarrow 1988]. Yet, state 
enterprises in Britain accounted for only 
10.6 per cent of the GDP when the 
privarisation b^an in 1980 [Caves 1990], 
a propcxtion significantly smaller than the 
slure of state enterprises’ output in the GDP 
of most tiansitian economies. The challenge 
for dissimilar economies in privatising 
their state-ovroed enterprises, thmfore, is a 
m^ior one. 

The experiences of the Czech RepuUic 
and Russia with respect to the lack of success 
of their privatisation eRbrts arises not only 
(hie to the big-bang nature of privatisation, 
but also due to the metlnd of privatisation 
followed. The Czech and Russian method 
of privatisaiion was based on vouchen. 
Eli^le individuals either received vouchers 
enaUing them to in vest in funds which would 
then invest in enterprises or received vouchers 
entitling them to a direct ownership stake 
in the enterprises. An alternative method of 
privatisation is the direct sale of shares to 
domestic and foreign investors, the approach 
followed in the privatisation of state-owned 
enterprises in countries such as Great Britain 
and Hungary. 

The method of privatisation has con¬ 
siderable conserpiences for corporate gover¬ 
nance. The nature of corporate governance, 
in turn, defines the nature of restructuring 
to be carried out if privatised enterprises are 
to attain efTiciency. Voucher-ba^ mass 
privatisation leaves control in the hands of 
insiders, such as workers and managers. Since 
restructuring of enterprises in transition 
economies is necessarily going to requite 
fundamental organisational changes which 
are likely to cause significant loss of rents 
to insid^ the likelihood of firms being 
substantially restructured is reduced where 
control lies in the hands of insiders. For 
ixample, in the Czech Rqiublic and Russia 
such insider corttrol has hampered restruc¬ 
turing efforts [Stem 1996]. 

Ccmversely, where (xmtrol is exercised by 
outside investon who have purchased ilw 
enterprises and can exercise a dominant role, 
then Iheiikelihood of fundamental restructur¬ 
ing taking place, to that eventual enterprise 
viability is a resulting outcome, rises 
.European Bank for Reconstruction and 
Sevelopmett 1996]. This hat alto been the 
uiperience in Hungary, where shares have 


been toid principally to foreign companies 
rather than being distributed via vouchers, 
as the recent evidence shows [Beck 1997]. 
Romania is, however, following the Czech 
method of voucher-based privatisation, 
ieaving control in the hands of worken and 
managers. Consequently, Romania may foce 
many of the tame problems that are being 
faced in the Czech Republic. 

The sale of a controlling block of shares 
to either a fordgn or domestic investor can, 
however, be at odds with the political desire 
of policy-makers to have a broad base of 
share ownership of the companies that are 
to be privatised among the citizens of a 
country. Private mutual funds and insurance 
companies, as inslitutionai investors, can 
exercise control over the maiwgement of the 
companies that have been privatised 
[Majumdar and Nagarajan 1997]. Therefore, 
the growth of institutional investors in 
countries that are privatising has implica¬ 
tions for corporate govermmce because as 
dominant owners institutional investors 
can influence the occurrence aixl speed of 
restructuring. The growth of investing insti¬ 
tutions aiso facilitates widespread and 
diversified ownership of shares among the 
citizens of a country, which is a desired 
outcome of the privatisation process [Seth 
1989]. This outcome is attained because 
institutions provide a low-cost conduit for 
the aggregation of individual shareholders’ 
investible funds [Levy and Spiller 1994]. 

Assooated Poucy Measurbs 

Other ways to enhance state-ownedfirms' 
efficiency: While privatisation is one 
approach towards enhancing the efficieiKy 
of state-owned firms, as a consequence of 
change of ownership, there are a number of 
other ways to enharice their efficiency prior 
to privatisation. The hardening of budget 
constraints, such as the removal of debt 
subsidies and the withdrawal of guaranteed 
support prices at which products or services 
arc to be sold, can force enterprises to enhance 
their efficiency. For example, in Poland after 
an initial wave of privatisation, major 
privatisation was delayed; however, budget 
constraints were hardened for the key firms 
that were still owned by the state. This forced 
managers of these to-be-privatised but still 
state-owned firms to increase enteiprise 
productivity [Stem 1996]. Additionally, 
research has also shown that the prospect of 
privatisation itself can lead to gains in 
technical efficiency taking place wMth are 
of a magnitude quite similar to that gained 
through privatisation itself [Yarrow 1986]. 
A government. which is committed to 
enhancing industrial efficiency can send 
signals to appropriate enterprises that their 
fate will be in the hands of new owners, with 
different sets of priorities, who may radically 
alter the status quo. 


Another pre-privatisation ^tproacb to the 
enhancement of efficiency of ri«»-ownad 
Amuisooinme(cialisatioa[fte(nl996].Bven 
if state-owned firms face contestable market 
conditions, bureaucratic interference can | 

vitiate against their ability to operate as 
ooininercial entities. Commetcialisatioii of 
state-owned firms’ operations, and the ; 

associated removal of bureaucratic 
iiUerference, is also an important way to \ 
improve performance. Commercialisation * 
and hardening of budget constrainu can 
induce state-owned firms to undertake initial 
restructuring, as ixMed in the 199S Transition 
Report [European Bank for Reconstruction 
and Development 19%].Theseresttucturing 
operations make the enterprises viable for 
later sale. Whether, however, these steps j 
required for efficiency enhancement can j 
occur without an ownenhip change depends | 

strongly on the political will of the \ 
government to reform the state-owned sector *' 

[Williamson and Haggard 1994], and, i 

therefore, on the level of commitment to 
privatisati(m and reform. j 

Role of competition and regulatory 
policies: Privatisation is one component of j 
overall micro-economic reforms, but its j 

implementation has impact on changes in aj 
competition policy and the quality of S 
regulation. All three policy variaMes, jointly | 

and separately, can influence the behaviour i 
and performance of firms. Therefore, | 

simultaneous attention has to be paid to both ^ 

changes in competition policy as well as 
regulatory policy. Privatisation, without 
concomitant changes in competition policy, 
allowing new firms entry if technically [ 
feasible in sectors which are monopolised i 
by one or a few firms, can convert publicly 
owned monopolies into privately owned 
monopolies. Ihis happened in Great Britain ] 
intheimmediateafternnathoftheprivatisation ^ 
of British Telecom. Nevertheless, as I 
Ramamurti (19%) contends, in the short- t 
term the privatisation of monopolies is [ 
unlikely to be accompanied by a | 
strength^ng of competition because it is ^ 
easier to sell a state firm with maritet power j 
than without market power. 

In the long-term, however, privatisation f 
increases the possibility that competition 
will increase in monopolistic inctustries. 
Privatised firms in monopcriistic industries, 
as well as new entrants, are more likely to 
heed the statements from go vemments which 
propose the introduction of competition when 
privatisation has taken place than without 
privatisation. This is because the state has 
no longer an incentive in protecting the 
interests of a firm it no longer owns. 
Therefore, the potential for opportunistic 
behaviour by the state is wduc^. Whether 
the introduction of conipetition,iftechnieany 
feasible, lakes place in the short-teim as it 
should be for improvements in efficiency to 
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be nuxintied, or takes place bi-the tong- 
term is, again, dependent on political 
considerations. 

The Intnxtoction of necessary regulations 
in sectors which are monopolistic is more 
likely to be undertaken in die short-term, as 
it ought to be. Otherwise, the absence of 
relations can lead to market failures. For 
example, in Great Britain though British 
Telecom remained a monopoly for a number 
of yevs after privatisation, immediately on 
privatisation in 1984 it came under the 
purview of the office of telecommunications, 
which was the telecommunications regulatory 
body. Privatisation leads to a clarification 
of the position of government in influencing 
enterprise behaviour and performance, since 
owttersbip and regulatory roles are no longer 
blurred. Additionally, the impact of 
regulations on firms is stronger in 
circumstances where the government is not 
the owner, siitce implementation of unpopular 
decisions are not likely to cause government 
losses of revenue. 

Therefore, even if competition policy 
changes may not occur in the short-term, 
changes in regulatory policies, or the 
introduction of regulations in countries 
such as India which have not had a regula¬ 
tory framework for sectors such as power 
and telecommunications, can constrain 
newly privatised monopolies from beha¬ 
ving in a manner detrimental to consumer 
welfare. Hence, along with privatisation and 
changes in competiticm policy, changes in 
regulatory policies are equally necessary and 
important aspects of the reforms process 
which can le^ to changes taking place in 
the behaviour and petfor-mance of Arms. 
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HINDUSTAN LEVER UMTTED 


Liberalisation to Liberation 


By K. B. Dadiseth 

F ifty yean after Independence is a good 
dme to take stock of the past and a good 
time to set goals for the Allure. India is 
now in the midst of ttanslllon - we have moved 
finm an isolated, slow growing economy to one 
that is growing Cuter and beginning to integnte 
with the global econotny. The transition began 
with liberalisation, hut It remains incompicie. 
Liberalisation has beneflted only' a fraction of 
India, the organised economy and urban 
Indians. It has yet to reach the largest part of our 
population. 600 million nnal IntHans and India’s 
poor However, should not all Indians get Ubcia- 
tion - the opportunity to live in conditions of 
dignity, with teal ftredom from want. 

This breakthrough ftum liberalisation to Ub- 
eratlon will only be achieved when we icallse 
this vision for the masses. 

Why should this concent us at Hindustan 
Lever’ It concerns us because the future of 
Hindustan Lever is closely linked to the future of 
India and all its people. Indeed, the corporate 
purpose of Unilever, reflected in the mlasion of 
Hindustan Lever, is to meet the everyday needs 
of people everywhere. In this, we anticipate the 
aspirations of our consumers and customers and 
respond creatively and competitively with 
branded products and services which raise the 
quality of Ue. There is no other organisation in 
India which has closer links with the homes and 
hearths of Indians, no matter where they live 
and what they eatn.Through the skiiftil synthe¬ 
sis of local knowledge and international link¬ 
ages, Hindustan Lever has for over seven 
decades touched the lives of people every¬ 
where. meeting their daily and essential needs In 
household care, personal care, basic foods and 
beverages. 

Our depth and width of consumer under¬ 
standing i^vcs us an unmatched insight into the 
aspirations of all sections of society. The compa¬ 
ny uses this knowledge, combined with a wide 
range of economic and demographic data, to 
construct scenarios of the India that will emerge 
five, ten and twenty years from now. These sce¬ 
narios guide the company's strategies, but 
beyond this, they have the power to capture the 
imagination and provide a vision that can 
inspire and motivate us all. 

UBERATION: A BETIER 
FUTURE RM ALL 

I would like to share one of these scenarios 
with you.This scenario is both exciting and real¬ 
istic; It takes Imo accoum the political and eco¬ 
nomic realities of India and importantly is one 
that we believe is achievable. 

Let us imagine what everyday Ulc cixiM be 
far an Indian in 2010. The great majority will be 
literate and have a job. Income will have 
increased for every citizen. In urban India, two 
out of three families will earn close to Rs. 
10,000 a month; a huge advance considering 
that in 1994 only one in i6 ftmiUes earned this 
much. Discretionary spending will rise sharply. 


since basic needs will have been ensured. 
Education and employment will raise aqiintloo 
levels and consumers will dematid the right to 
choose ftom several altertiatives, in every aspect 
of their lives. This is especially marked in the 
younger ge n e tat i o o. born In Ubetaliscd India and 
exposed by media, especially television, to very 
d ilT e ten t Influences their parents. In urban 
India, one in two fiimilles will have a washing 
machine, every family a pressure cooker and 
almost every bunlly a leftigctxtor. Families will, 
be able to afford not just labour-saving appli¬ 
ances but also entertainment; three out of four 
Aimlllcs will now watch their favourite pro- 
gnunmes on their own colour TV. 

Education and health care will be more 
accessible, resulting In a female literacy rate 
above 70 per cent, compared td 46 per cent 
today, and there will be healthier motheis and 
babies. The rural Indian will also be better off. 
Gills will no longer be forced to stay at home to 
cate for slbfings and do housewotk - enrolment 
in primary schools for both boys and girts will 
be almost universal. Rural incomes will have 
risen; one in three hunilies will earn about Rs. 
9,000 a month, whereas in 1994 only one In 
eight families did. Refrigerators wilt make an 

1 

Liberalisation has 
benefited only a fraction 
of India, the organised 
economy and urban Indians. It 
has yet to reach the largest 
part of our population, 600 
million rural Indians and 
India's poor. However, should 
not all Indians get liberation 
- the opportunity to live in 
conditions of dignity, with 
real freedom from want 


appearance in some ninl homes, with around 
one in ten families owning one. One in three 
rural hunilies will own a pressure cooker and 
one in five a colour television. 

The seeds for the revival of Indian agricul¬ 
ture, sown In the AtuI years of this centuy, will 
have now sent up healthy shoots. Rural and 
urban India will be better conneetdU through 
roads, transport and telecommunications. 
Indians will have begun to think that the Indla- 
Bhatat divide can actually disappear. 

FROM VISION TO REALITY 

Is this just utopia? At first sight yes; but R iaiT 
and shouldn't be. 


All this can be achieved by sustaining a 
growth rate of 8 per cem every year till 2010. 
The income and consumpckm figures outlined 
hove actually been based on projections by the 
National OiuttcU for Applied Economic Research 
using an 8 per cetK growth rate. Normally, 8 per 
cem growth in haelf is not engaging to the ctxn- 
mon man. Articulating Its Impact as a scenario 
makes it not only engaging but also exciting. 
What makes it even more excRlng Is that we ate 
already sustaining growth rates of 6 per cem for 
the lost three ynrs - the rewards of getting to 8 
per cem must inspire us to make this oRicit dUB- 
cuh leap a practicsd possihiiliy. 

What Is needed Ls political wiU, pragmatic 
policies atui a determined mind-set that says we 
ran In this, we must nm underestimate the posi¬ 
tive role of government and political leadership. 
Furthermore, economic growth alone will not 
be suflSciem; govenunent will need to initiate 
positive intervemions to bring about a funda¬ 
mental shift in perspective and priorities in 
some critical areas. 

Across the broad canvas of economic devel¬ 
opment, there will Inevitably be many things 
dial need to be dune. Many of these areas, such 
as infrastructure and expons. are widely dis¬ 
cussed. However, I would like to focus on just 
three areas which I believe do not get adequate 
attention but which will make great Impact and 
where we need slgnlflcam changes in approach 
' these are In social devclopmcnl. In how we 
view agriculturr and in making efficient use of 
available capital. 

SOCIAL DEVELOPMENT: FROM 
PRIVILEGE TO EQUALITY 

H> compete in the global economy, India will 
have to invest heavily in enhancing the capabiH- 
des of its peopIc.Tu understand why tMx is nec¬ 
essary, we only need to look to our neighbours, I 
the high performing Aslan econormes. A large 
pan of their success is based on their emphasis 
on building human capital. 

At the 1999 Social Summit in Copenhagen, 
the Martaging Dircctur of the \foild Bank, Sven 
Sandstrom. said, “Social Investment is not only 
good for human well-being. It ia good econom¬ 
ics.’ How Is thia? The human capital model in 
growth theories shows that a rise in the level of 
education brings a rise in the efficiency of all 
fMXors of production. Educated people use capi¬ 
tal mote efficiently, so it becomes more produc¬ 
tive. They are mote likely to think up new and 
better forms of production. Co-workers learn 
from the skills and iimovailon of edu c at ed peo¬ 
ple, thus also becoming more productive. 
Education is thus critical to building a modem, 
market-baaed economy and nisitig living stan¬ 
dards. Tb enhance Its human capabilities, India 
must provide its people with, at the very least, 
adet|iM nutrition, better health cate, and mote 
and better schooliiig for chUdten. 

Much of this can be ac hi eved by tatgethlg 
existing q>endliN on cducatloa and health to 
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the *KM Which achieve (he hlgheat return: 
Primary Education and Basic Health Services. 

India hat been doing the revetae. We have 
always stretacd higher education at the cost of 
basic education and vocationai training. Between 
iilSO and 1994, the number of primary schools 
has trebled while the number of universities 
grew sevenfold. This overemphasis on higher 
education and degrees has created disdain for 
vocational training. Not surprisingly, India has a 
small section of highly skilM pnfeislonals and 
technicians and a vast, unskilled wotfcftircc. The 
many intervening layers of skilled and semi¬ 
skilled pruiesiilutials and workers to be found in 
developed economies are missing. 

The fierce competition for resources In 
India means that education is likely to remain 
constrained by limited resources. We must there¬ 
fore use what we have well.lb sec what this can 
achieve, let's look at the example of Indonesia, a 
large, rural Asian country that has made great 
progress In literacy and reducing the gender 

gap 

When it started its educational reforms in 
the early 7()s, Indonesia had a (iDP of $6If) per 
head, a ptvdomioanlly rural population, a high 
level of lllllctaLy and little education for girls It 
spent 2.3 per cent of its tiDP on education. 
However, it devoted 90 per cent of this to pri¬ 
mary education. Indonesia embarked on a 
school building drive, abolished school fees and 
by I9ti7 had enrolled 9! per cent of its children 
in school. Today It has 84 per cent literacy and 
the gender gap has vanished. Indonesia is a 
prime example of limited resources used well. 

Another good example to follow can he 
found right here in India, in Kerala. Unlike other 
states, Kerala has focused Its spending on prima¬ 
ry education and adult literacy. As a result, it has 
almost doubled Its enrolment in primary schiHils 
and halved Its dnipout rates in both primary and 
middle schools. At 90 per cent, Krnda's literacy 
rate is the highest among all Indian sutes 

India spends around 4.4 per cent of hs tiUP 
on education, a higher pniponkm than Indonesia 
However, unlike Indonesia, only around 43 per 
cent of this amoum b aOtxated to primary educa¬ 
tion. The shortages and pntbicms in the Indian 
education system that we ate all aware of could 
be signifiramly currecied thnaigh a greater prkirt- 
ty on primaty educatatn 

In health too, India has overinvested in the 
tertiary sccior at the coat of bask- servk-cs. As a 
result, the poor attd the rural do not have access 
to basic health care.To correct this situation, we 
need to reorient our health spending - from 
specialised care towards basic and outpatient 
health cate and towards public, occupational 
and cnvlrunmental health services. 

Much of this can be achieved by targeting 
spending to basic beallh care and introducing 
market mechanisms to prevent health subsidies 
going to the urban rich (who heneflt from the 
fauge public hospitals in India'a Mg cities) rather 
than the rural poor. 

AGHfCULTURE: fnOM 
StJBSISTENCE TO 
OROWmORIVER 

The second major shift must occur in our 
approach to afpiodture. Unlike industry, which 
has cstabUahed otganiaations to argue Its case, the* 


voice of agiicultuR is ftagmemed. Currently, agri- 
cultute Is often seen as an InefBciem. probieni- 
liddcn producer of food and not as a poritlve dri¬ 
ver of economic growth. IWs mtiat change. Only 
when agrleukure becomes an equal pntner with 
Industry in the growth cniaadc, win real dcvelup- 
mcm take place. 

Agricuhurc a driver of growth* Let's take a 
fresh look at the potential of India's agiicidturc. 
India Is the world's second largest food produc¬ 
er and has a degree of competitive advantage In 
fiKid production that it has In few other areas. 
Our unsurpassed rutural advantages - a rich 
diversity of climates and topography and a huge 
land area - have made us a leading producer of 
many foods in the world: sugar, tea, milk, fruit 
and vcgelables.Agricuhural production and food 
processing account for 30 per cent of India's 
<il)P and emptoy more than 70 per cent of its 
workforce. DevelupitKnts in this sector have a 
far reaching impact throughout the economy 
and ate vital if we arc to provide higher incomes 
and liberation for the millions of Indians who 
wtnk in agriculcuie. 

Indian agricufture today is shackled by many 
problems First, it suffers from low yields. Our 
yields ate currently 40 per cem of the world s 


best even In produce like milk, fruK and vegeta¬ 
bles where we are the world's largest producer 
Tlie cofviequcnce of low yields can be clearly 
seen by- c-omparing India with Chitu - India has 
60 per cent tnocr arable land but produces 40 
per cent less output. Second, India wastes more 
food than it can afford to or needs to • mote 
fhiH and vegetables are lost In India than are 
consumed in the UK. atouttd 40 per ermt of the 
total production of fruit and vegetables is wast 
ed. Finally, it has mote intermediaries between 
the funKr and the consumer than any other 
country in the world - India has six to seven, 
compared to two to three in the USA.Thls leads 
to price mark-ups of as much as 30-30 per cent. 

The combined impaa of these ptohl et r ts Is 
to hold back Investment and dcvelopaaent In 
agtlcukure. India's challenge is to ttanifbrm agri- 
cuhute buo a virtuous cycle of high efllcicncy, 
high inv estm e nt attd high yield. TMs can be done 
only through an approach very diSerent from 
the one we have taken till now: an integnted 
approach to agricultuic, prociacmcm and food 
procestlng-This approach was hIghHghtcd in a 
Match 1997 McKbiicy atudy for the Coofcd c ta- 
tion of Indian Industry tilled fbod 8-j(gr4caillttnr 
haignaHlDtvtiopmtmActkm(RUUA). 


The rlevelopment of an iniegraled footf 
chain will require hivestmem by large pfatyets, 
often working with governniem. These players 
will invesi In the upstream dements of the food 
chain, agriculture and procurement. They will 
give Indian farmers access to high yielding 
seeds and plant breeds In addition they will 
provide fertilisers, pesticides and other inputs to 
raise yields They will help develop storage and 
uanspoit tnffaainictute. citsiiring that form pro¬ 
duce is stored properly and transported to the 
markets and customers in good lime They wiH 
add value to form produce by prucesaing the 
surplus This will ensure that the farmer's 
increased yields And a market. 

It goes without saying that achieving all this 
wdl require heavy invesimem The FAIDA study 
showed that.over Ihe next ten years.agricultuic 
win nerd imrstmem of Che order of Rs 1.40.000 
crores. l-hr government has in the past set up 
.several dcvclopmcnial financial instilutlons 
(such as for exports and iniraslructurc) The 
tunc may well be opportune to consider a Food 
Chain Dcveiopnicni Bank which could then 
obtain concessional funding from intcmalloiial 
Financial bodies The cffurl in moMUsii^ and 
deploying the required investment is Immense. 


However within the contest of India it bm got 
to be efibn wor^ uking. Success wfll tm wibnB 
all of rural hklla. 

CAPITAL: niOM PATRONAGE 
TO PEItfORMANCE 

Whether ii Is building htunan capital or wnha- 
ckUng agriculturr. capital is the enoMer - every¬ 
thing hmges on findn^ the right aaaount of cap¬ 
ital and Importantly, using this capital cfllcieMly 

To grow by 8 per cciu till 2010, we need an 
investment rate of 33 per cent every year, a 
sharp increase from our cnticm laic of 27 per 
cent. Some of this gap can be bridged by foicigii 
inv csm i e i i t. the babuice wU have to be met by 
an in c i e aic in our dmaestic mvings late.ThcR is 
much debate on how much foreign b i v mmcm 
the coumry can aiKl should aoract and bow to 
Increme mvings- 

1 would Bkc to make a t W fcten t polm: wc 
need to focus as much on puRbig 0 ( 0 'capital m 

more producihT use as un incieaang fuf 
mem rate 

How do «r improve capital producUvityf 
By icwaidkig p ciformai wc - by adnrai,lng copl- 
lal on the bails of merit and praduedvity. not 


On the basis of what India has achieved tilt today and its future 
potential, we can aspire for and attain a target of 8 per cent 
economic growth. By sustaining this level of growth, it is possible 
to translate into reality a scenario where, within a time span of 
about 15 years, the quality of life for all Indians including the 
rural and the poor can be dramatically improved. In order to make 
this happen, a new mindset and priorities are necessary in certain 
key areas. The positive role that government can play in impacting 
the rate of growth and the value of business and government 
working together must be exploited to full advantage. 
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patronage. We will need to set up system* to 
ensure that this becomes a part of the way In 
which wc use capital. 

In India, capital has not atwajs been aUocated 
on the basis of performance but on political and 
notvccxtnomic consideiations This is beginning to 
change, hut must go further. When capital Is allo¬ 
cated on the basis of perfonnance, cianpanJcs and 
national and state govtrmnicnts will compete by 
enhancing thdr performance. They will direct 
their spending to the area in which It will do the 
most good, whether this is primary education, 
providing firmers with iptaUl)’ Inputs or building 
steel plants Indeed. If wc can significantly 
impnne our capital productivity, this wtaikl also 
have the coivsequcnre of bnnging down the 
per cent investment cate retpiircd to achieve the 8 
per cem economic growth target. 

Technology will play an important role in 
ensuring the highest possibir levels of capital 
productivity. The drive lor imprming capital pru- 
ductrvity will also require .solutions which ate 
tailor-made for India. In Hindustan Lever, by 
developing innovative business systems and 
technologies relevant to Indian conditions, we 
have achieved levels of capital productivity 
which give us competitive advantage when 
benchmarlccd both natkmally and globally. 

Ihe future fur business in India will be full 
of opportunities. The ability to exploit these 
opportunities will require insightful consumer 
understanding, developing innovative products 
with relevant technology and using capital 
cvscHirccs efficiently. 

HINDUSTAN LEVER: A FUTURE 
OF OPPORTUNIIY 

When the exciting vision tlut I have -articulated 
earllcT is translated to reality, it will have signifi¬ 
cant implications tiir our company. India 2III0 
jvill provide immense opportunities for Hindust¬ 
an Lever We know this because Wc have iiKxlcled 
and developed a scenario for the Indian market 
and consumer in 2010. Let me describe it. 

Per capita consumption of products in per¬ 
sonal wash, fabric wash and beverages will 
increase to near global levels. For example, 
today, an average Indian coasumes 460 grams of 
toilet soap a year compared to 1100 grams in 
Brazil; an average Indian cuitsumcs 640 grams of 
tea a year, compared to 990 grams in nikisian - 
and the Kst goes on. This means that our tradi¬ 
tional products will continue to grow steadily. 
More importantly, by 2010 we will have also 
built substantial businesses m the new cate¬ 
gories that we are f icusing on - the demand fiir 
Ice cream will incrca.se threefold as will house¬ 
hold care products: demand for culinary prod¬ 
ucts and hair care will increase sixfold, while a 
nascent category like skin care could grow to 
eight times its current size. 

All of this is grxxl news for our company, 
which IS uniquely positioned to take advantage 
of this CKdting opportunity, it will provide an 
incomparable portfoliu of pnxlucts to meet the 
everyday needs of all consumer segments. Wc 
can serve the needs of affluent consumers with 
some of the best brands in the world; equally wc 
are strung in Ihe mass maikd and are thus able 
to serve the nerds of those who will have 
reimtiy acquired the power to consume Our 
extensive distrihution network developed over 


the years, will enable us to teach consumers 
wherever they Uve. 

In summary, the future of our company Is 
bright and United to the future of India. 

BUSINESS AND GOVERNMENT: A 
PARTNERSHIP FOR GROWTH 

Today there Is a welcome consensus anuMigM 
most political parties on the need for economic 
development and even the means for achieving 
h.This consensus Ls sometimes misinterpreted 
as meaning that government has little role to 
play in the process. I strongly believe that noth¬ 
ing could be further from the truth - govern¬ 
ment and political leadership have a critical role 
and can positively impart the pate of growth. 
Recent work hy Jeffrey Sachs at the Harvard 
Institute for International Development 
(Emerging Aria /99'J has demonstrated that 
open economic policies and government institu¬ 
tional quality determine and strongly influence 
economic growth. Ciovernment Institutional 
quality Includes factors sucli as efficient pubUc 
administration and gmxl laws of contract and 
property. It can be derived from this work, 
based on an anaivsis across a wide range of 
countries, that open economic policies and high 
Institutional quality have a positive impact of as 
much as .4 per cent on GDP growth. Increases in 

--- 1 

The future of Hindustan Lever 

is closely linked to the future 
of India and all its people. 
Indeed, the corporate purpose 
of Unilever, reflected in the 
mission of Hindustan Lever, is 
to meet the everyday needs of 
people everywhere. 

government saving can contribute to growth 
even above this. 

While govcmiTient itself has a ma)or role to 
play in the process of cccmomlc growth, there is 
much advantage to be gained in many areas by 
government and business working together. 

There arc many business organisations in 
the country which have, in their own opera¬ 
tions, developed expertise and ideal business 
systems. There are several areas where Hindu¬ 
stan Lever has tried to develop models of best 
practice. Some examples of these arc in otu tea 
and tomato businesses. In tea, our 'bush-to- 
brand' strategy integrates coasumer pielercnces, 
K&D, pkun brtxding and priK-cssing so that wc 
can deliver the ideal cup of lea, consistently and 
at the lowest possible cost In tomato, wc have 
at Zahura in Punjab developed an integrated 
farmer-friendly supply chain which Aas incr¬ 
eased yields per acn* fivm R MT In 1991 to 20 
MT. while acreage under tomato has gone up 
from 290 acres in 1991 to 5,000 acres now. 
However, as long as these models remain within 
the operations of one company, their overall 
impact on a national scale is limited. What Is 
required Is for business to come together and 
work with government In Identifying areas uf 


beat practice and In spreading these wide 
across the country. 

Another way In wtaldi busloeas and govei 
ment could work together would be on lar 
projects for raising resources, ensuring Imp 
mentation and efliretlve opetatlon. For examp 
a group of companlea led with conqietence at 
capabiUty and with go vernm ent support coc 
approach the World Bank for funding of a p 
vate sector programme to build the neceasa 
inftasmicturc fur an agricultural coldchain.Tt 
would benefit the companies Involved, brme 
and Intermediaries and the country as a whole 

Wc are deeply committed to the idea of 
genuine partnership between busineas and gc 
eminent. This Ui an initiative that wc wlU actl 
ly support and try to progress. 

CONCLUSION 

On the basis of what India has achieved t 
today and its future potential, we can aqiire i 
and attain a target uf R per cent econom 
growth. By sustaining this level of growth, it 
possible to translate into reality a scenar 
where, within a time span of about 19 years, d 
quality of life for all Indlaiu including the rui 
and the poor can be dramatically improved, 
order to make this happen, a new mindsei a 
priorities are necessary in certain key areas - 
social devefopment towards primary educatk 
and basic health care, in agrtculture towards tl 
concept of an Integrated food supply chain ar 
in seeing that we use all available capit 
resources with the greatest productivity. Tl 
positive rule that government can play 
Impacting the rate of growth and the value 
business and government working togeth 
must he exploited to AiU advantage. 

Hindustan lever as an organisation Is cot 
mined to doing whatever it can to catalyse tl 
process of economic dcveloiimeni in the cou 
try and spread Its benefits We realise that th 
will ultimately benefit our business because tl 
funitr of Hindustan Lever is ckwdy linked to tl 
future of India and all of Its people. Indee 
enlightened self-interest on the part of boi 
business at large and government can be tl 
basis of a strong, sustainable and mutual 
rewarding partnership Through this partnc 
ship, iMisincss and government can bring toget 
er the skills and resources necessary to deUvci 
better quality of life for all Indians - achievii 
the breakthrough from Uberalisatiun Cor some 
liberation for all. 


nis is the tri/rUgeii text of the speech 
detivered at theAGM of Hhuhutm lever 
Untiled held in Mumbai on June J4, 1997. 
For the complete text of Ibis speed/, write 
to the Communications Dep a r tm e n t, 
Hindustan lever limited, PO Box 409, 
Mumbai 400 001. Tbe canplele text of the 
speech may alto be accessed fimn 
Hindustan lever's webtPe at 
bi^Ai'ww.btt.eom 

Clanon 2N9n: 
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Patterns of Urban Violence 

Carol Upadhya 

CoUecthrc VioIcBCc in a Pntvfaidal City by D Paithasarathy; Oxfoid Univenity 
Vnu, Delhi, 1997; 204, Rs 395. 


IN 1988, lafie-scale rioting erupted in the 
ooanal Amflira town of Vijayawada, taking 
many by nnpriM.'Ihe destruction and looting 
were widely perceived as the outcome of 
inter-caste conflict between kammas and 
kaput, groups which had not previously been 
thought of as antagonisb. While Vijayawada 
bad a long history of political and gang- 
related violence,* this kind of inter-caste 
conflict was new and appeared to reflect a 
changein the alignment of social and political 
forces. The author of the book under review 
has taken as his task the explanation of this 
episode; the study it therefore a timely 
intervention into the debate on the origins 
and significance of growing uiban violence 
in India. 

To understand the phenomenon of caste 
violence in Vijayawada, Paithasarathy 
documents in detail numerous incidents of 
collective violence of all kinds which have 
occurred over the last several decades and 
places them against the background of the 
history of both the region and the town. 
Vijayawada, with a 1991 population of 
8,45,756, is the mtuor commercial town in 
a highly productive agricultural region. 
According to the author, its specific socio¬ 
economic structure and political culture has 
produced the high level of violence found 
there. His analysis revolves around two key 
concqits: (1) the provincial city, defined (in 
opposition to a metropolitan city) as one 
which is intimately linked with the rural 
economy, oriented to the trade and transport 
of agricultural commodities, and whose 
population isdrawn mainly from surrounding 
ni^ areas; (2) collective violence, defined 
as the use of physical force by two or more 
persons on be^f of themselves or a collec¬ 
tivity against persons or property belonging 
to another group (p 124). He suggests that 
the tendency towards collective violence is 
stronger in provincial towns, such as Vijaya¬ 
wada, compared to metropolitan cities 
because of the political orientation which 
rural dominant classes bring with them to 
urban centres. 

In die case of Vijayawada, both kammas 
nd kafNis are agricultural castes that began 
migtating to the town in the 1930s and 1940s. 
Kamouti were mainly rich peasants who 
came to enhance their ecommic positioo by 
engaging in trade and other types of business 
while kapui woe leu well-^ and therefore 
fed into the growing labouring classes and 
slum population of the town. Paithasarathy 
attributes the pattern of urban violence to the 


increasing dmnination of the town by the 
former, who in their quest for both economic 
and political dominance engaged in extra¬ 
legal activities of all kinds. He also suggeM 
that the kammas, who succeeded in 
consolidating their position u the dominant 
caste/clau in the town, imported a provincial 
political style baaed on the use of any means, 
including violence, to attain power. The 
achievement of political and economic 
hegemony by this group hu provoked 
opposition and violent responses from other 
groups (especially kapus) who are resentful 
of the kaiiunas’ power and wish to better 
their own position. Into this mix is added the 
typical structure of a provincial economy 
which, according to the author, is oriented 
to quick and high profit-making through any 
avenue available. Busineumen patronise 
criminal gangs in order to carry out 
illegitimate or semi-l^a] economic activities, 
and the political history of the town u well 
has been peppered with cute and party- 
based factional violence involving such 
gangs. Paithasarathy poiitts out that since 
people prefer to settle disputes outside the 
framework of the legal system, there is a 
general disregard for the rule of law, which 
in turn reinforces the close nexus between 
criminal elements, political parties, and 
business interests. In this situatinn, collective 
violence is usually not a spontaneous expres¬ 
sion of animosity between opposed groups; 
instead it is the outcome of organised and 
planned attacks by small groups on specific 
targets, acung usually at the behest of other 
interests to achieve certain goals (forexample, 
attacks initiated by builders for slum cl^- 
ance). Since violence hu been legitimised 
by the dominant groupand the major political 
parties, he argues, others natui^y follow 
suit; therefore violence must be seen u a 
direct product of the political system. 

Alth^gh Parthasarathy attributes the 
pattern of violence in this town to its 
provincial future and to the rich peasam 
background of the dominant clus,' this 
situation is perhaps no leu typical of a 
metropolitan city such u Mumbai where the 
dominant economic interests have been 
industrial and mercantile, though theiriocial 
compositioa in entirely different The uftwtt 
situation found in Vijayawada appears to be 
becoming the norm througbom India despite 
di fferences in the nature of urban lettlemetaa 
(trading w industrial, metropcdltan or 
provincial, etc) or their specific Mstorical or 
cultural features. Indeed, the nexus between 


busineu interests of all kinds, poUticians, 
and local criminal gangs (who also act u 
protecton of slum dwdlm) hu become the 
defining feature of the urban political 
economy today. When and how this 
atrangeinent lea^ to vkdence dqiends leu 
oninter-grouprivalryarhaltedthaoaiicarefid 
strategic plauiing by competing groups or 
interests, u the author also argues. This is 
why such incidents of urban collective 
violeitce should not be facilely glossed u 
‘inter-caste’ rivalry or ‘commiinal riots’ - 
terms which imply some kind of endemic 
conflict uising out of age-old enmity between 
solidary groups. 

In fact, the Vijayawada cate illustrates 
very well the fluidity of grou^ boimdaties 
and how social identities can be formed and 
mobilised as a result (rf the political process. 
This is an upect of the problem that 
Parthasarathy could have ex{riored in much 
greater depth, given a more sophisticated 
theoretical apparatus. The really interesting 
question here is bow kapus have come to 
identify themselves u a separate group in 
opposition to kammu, even leading to a 
recent agitation by some of them forback ward 
class status. While Parlhuarathy 
problematises inter-group violence, he does 
not address the question of the formation of 
these particular group identities in the first 
place. Yet one would have to take this step 
first in order to understand why an indi vkhial 
identifies himself so strongly with a particular 
group as to commit arson, looting and even 
murder i n its name. In the case of the kammaf 
kapu conflict, this question is coitral because 
even in the late 19th century these two groups 
hardly existed as discrete castes. Th^ 
emerged only during the early part of this 
century due to the political compulsioitt of 
the tirne^jmd they owe their shape as much 
to ecnrktinip and political factors as to ritual, 
social or cultural ones. In fact, it could be 
argued that the kamma caste itself was akind 
of crystallisationof wealthier landed mterens 
out of an amorphous body of peasant 
cultivators. That kamma identity has taken 
on a political/cultural life of its own 
subsequently does not obviate the faa that 
it revolves around an ethos of economic 
dominance, property ownership, and 
entrepreneurial spirit The later i^itiGal 
consolidation of kapu caste identity at a 
reaction to growing kamma hegemony wm 
expressed in the ‘Kapunadu’ movement of 
the 1980s, bi which several castes (indudiag 
kapus. ontaris. and batyas) came together 
under a oommon kapu banner. The leader 
of this m obi lis ation, VRm^ was nandcwd 
in 1988,al]efB(flybyTDPactiviitt(wWaly 

perceived as a kamma party), ipari^ off 
the antt-kamata rampa g e in Vyajramwia la 
which the ougor target of destnudon and 
looting was karntna pnperfy. Paithaaarallqr 
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aigues that this mobilisation of violence 
along caste lines itself contributed to the 
solidification of Kapu political identity. All 
this suggests that the kamma - kapu conflict 
has to be interpteted in much stronger class 
terms than Paithasarathy seems to be willing 
to do. 

Sdll, it is not immediately obvious why 
dominant class interests in a provincial city 
should take the form of caste action and be 
metby caste-based violence. One explanation 
could be that since the dominant class in this 
region is comprised mainly of kammas, they 
have used thdr common caste identity, an 
ideology of caste solidarity and superiority, 
and caste-based social networks to further 
their political and economic interests. This 
is why kammas as a caste are feared and 
hated by kapus (and others), and also why 
kapus have reached against this domination 
by mobilising people around a different 


THIS is a monograph designed to provide 
readers with a broad perspective on the 
appiied econometric woric that has been done 
in certain key aspects of the Indian economy. 
The areas chosen are agricultural economics, 
industrial ecormmics, monetary ecortomics, 
demand system analysis, and international 
economics. The monograph begins with a 
brief survey by the editor of the contributions 
to the volume and also a note on work in 
other areas which has been done but is not 
included in this monograph. Each individual 
chapter is authored by eminent and active 
researcherts) in the area. 

At the outset, .some points can be made 
pertaining to what we would ideally like 
such a monograph to achieve, before we 
discuss each individual chapter. Ideally, one 
should first get a sense of what the author 
thinks is a prr^ research agenda for the 
sector beingconsidered in theindian context. 
.Thus, for example, in the case of industrial 
ecortomics one would think that a lacuna 
exists in our understartding of the way 
different industries respond to reforms, or 
the determinants of the markup in variou.s 
sectors; or, for that matter, how an abandon¬ 
ment or relaxation of the administered price 
mechanism in respect of various inchistnes 
would affect different industries. Similarly, 
in monetary economics, the presence of 
administered interest rates and the ongoing 
irocess of decontrol of interest rates would 
receive attention as would the difficulties 
faced in moneiaiy targeting when fiscal 
deficits gel monetised. Once the contours of 
such a research agenda are set out, the authors 
could evaluate what progreu has been made 


identity. But Ihii caMe-based strategy of 
mobilisation should not obscure the basic 
source of the conflict 
In sumnury, the interplay of particular 
economic and political interests which 
combined to produce this situation is brought 
out very well in the details presented, but 
the author does not go as far as he could have 
in using this case study to theorise the 
connections among class formation.political 
processes, and the construction and 
manipulation of caste identities by particular 
groups. Like nnost dissertations turned into 
books, this one shows the marks of its origin; 
it could have used more aggressive editing 
by OUP, whose standards of production also 
appear to be still in decline. But in many 
ways this study charts a new course which 
could be followed by others working on 
urban issues and the problem of collective 
violetKe. 


on these fronts and what questions remain 
to be taken up. Research, which has been 
done but is not central to the author’s research 
agenda, could then be summarised toward 
the end of each paper or in an appendix. 1 
realise, of course, that each author would 
have his own preferred way of approaching 
his topic but keeping an ideal research agenda 
and important questions that remain to be 
answer^ at the centre would have helped 
focus the attention of young students who 
might want to work in these areas. Now to 
Che contributions themselves. 

The first chapter (on agricultural econo¬ 
mics) by U S^kar is a well-written and 
well-compiled contribution. It is also my 
favourite chapter in the volume. Sankar 
considers the following to be important areas 
of research in the agricultuial economics of 
India: the role of agriculture in an input- 
output framewMk of planning, production 
relations, problems of specifying the role of 
agriculture in a stochastic input-output 
framework, farm supply response and the 
analysis of technological change in agri¬ 
culture. The author has discussed the 
methodology of both planning and neo¬ 
classical production models and^their 
application to India in considerable detail. 
But, at the same time, he raises thorny issues 
such as the limitations of duality theory, the 
specification of farmers’ attitudes toward 
risk, and the problems with specification of 
technological change. Clearly, dm lack of 
adequate and reliable data has hampered the 
progreu of research. Nevertheleu, ^author 
gives a number of valuable hints about work 
that can be done with the existing data. I 


would have liked to see die author think 
aloud more on what he conslden to be the 
most preuing research problems in agri¬ 
cultural economics. Fbr example, although 
the paper considers the production aspects 
,quite thoroughly, relatively little is said about 
agricultural markets or the structure of pricing 
of inputs and outpuu. All said and done, 
however, this is a well-written survey and 
will, no doubt, be read by all those interested 
in Indian agricultural economics. 

B Goldar has taken a historical view in 
his review of the work done in industrial 
economics. For instance, in the theory of 
production, he works through the Cobb 
Douglu, CES, VES and translog cases and 
gives examples of work in each category. 
Similarly, he works with types of cost 
functions. He also discusses technical 
efficiency and employment functions. 
Goldar gives an account of the principal data 
sources as well as a sense of what important 
work remains to be done in the area. On the 
whole, the chapter is well written but it is 
not exhaustive. For instance, in the case of 
technical efficiency, he has tended to ignore 
some recent panel data work which has used 
Hausman typeefilciem estimation techniques 
or non-parametric estimation such as data 
envelopment analysis. Allocative efficiency 
has hem compiMly ignored in the chapter. 
It would have been better, if the discussion 
of some of the early results was restricted 
and mote work of a modem Id nd was reported. 
This way the author need not have tun into 
a space constraint. Moreover, although there 
is some work repotted on the estimation of 
investment functions he docs not consider 
the possibility that the capital stock may be 
an l( 1) variable so that investment functions 
may best be estimated using a properly 
defined ECM model. Similatiy, the author 
does not detail the problems aixl prospects 
of estimating marginal q - although work 
of this type, albeit not forthc Indian economy, 
does exist. Since the author’s discussion here 
is largely suggestive rather than being based 
on empirical results for India, a more complete 
discussion of investment would have been 
welcome. Again, there is an overwhelming 
emfrfiasis on production and not enough on 
othtf aspects such as the structure of markets, 
the importance of the public sector, the 
implications of administered prices, and so 
on. Some of the latter has to do with alloca¬ 
tive inefficiency - a topic the author has 
ignored. 

I have considerable sympathies for 
Manohar Rao. He has written a surv^ of 
the econometric applications in monetary 
economics when we know that so little formal 
work hat been done in this area in the Indian 
context. So he does not have the resources 
th« Goldar and Sankar have. So much so 
thM Rao has to do some of the cstimsiion 
himself in order to report them in the paper. 
’These include estimates of the infiatim tax 
and the locial coats of inflation. However, 


Research in Econometrics 

Raghbendra Jha 

Econometric Applications in India by K L Krishna (cd); Oxford University Press, 
New Delhi, 1997; pp xxiii + 335. 



dthough the number of aludiM dut lUo am 
drnriipoaUbmlte(l.Raomaaegeitopnduoe 
ananaiyticaUy udifyiiig tuivey by ndxlng 
theoieticel derivatkMU with tome (rf hie own 
empiricid etdmatei. For tMi he baa to be 
commended. However, there are aome 
: limitationa to the atutty which have to be 
brought out. The aingle moat important 
drawback ia that Rao doea not conaider 
adequately the Implicatiaiu of the fact that 
India ia bmming more and more of an open 
economy. Thia omiaaion pervadea hit 
empirical woit aa well. It haa become quite 
atandard now to introduce the exchange rate 
in asaet (money) demand equationa. Rao 
ignorea thia. Moreover, if we view thinga 
ftom the balance of paymenu pertpective, 
the degree of aubstitutability between 
domeatic aaaeta (including money) and 
foreign asaeta would be a crucial deteiminant 
, of the type of aaaet market equation that one 
would write. The accumulation of foreign 
aaaeta by the central bank alto affecta the 
monetary baae and the implicationa of thia 
are not aufTiciently worked out by Rao. 
Further, there is some evideiK% to suggest 
that, even in the context of a closed economy. 
domeatic money and domeatic credit are 
imperfect substitutes to much so that 
domestic credit targeting may have quite 
‘ different effects from domestic monetary 
targeting. This issue has not been taken up 
by Rao. Nevertheless, there is much to 
commend in Rao's paper and he deserves 
our congratulations. He has written an 
analytical survey and done most of the 
estimation himself for the paper. It also 
becomes quite clear from his survey that 
monetary economics is insufficiently 
research^ in India. 

The chapter by Radhakrishna and Murty 
on complete demand systems is one of the 
longest pieces in the volume - 91 pages in 
all. They go through a large number of 
.theoretical issues in consumerdemandiheoiy. 
They spend the first 14 pages in listing the 
standard properties of die consumer utility 
maximisation problem. The next 30-odd 
pages are spent on specifications of various 
types of demand functions - the linear 
I expenditure system, AIDS, hierarchical 
demand syuems, the Rotterdam model, the 
tianscendenud demand system and the like 
I are all exhaustively discussed here. 

I Complementary issues such as habit 
I persistence, elasticities and the like are also 
( discussed. Illustrations are given for a four 
I commodity set up for the Linear Expenditure 
' System (LES) with and without habit 
■ formatloaAsevencoininodityclaasification 
with time trend is also taken up for LES. 
IDustrations are also givenfbrthehierarchical 
, LES, the quadratic expenditure system, 

! AIDS,RaltadamandNasredemandaysteins. 

^ Various homogeneity reatrictiona are also 
; tested for each model. (Nearly, the authors 
havecongilieduaefulinfotmatloaondemand 
syttaint.ItmiglithBvebeenbetter,however. 


to focus thte paper dtflennily. Surely a 
coaddenMe amouBt of foe iiMtetlal that the 
authon report ia easily availaMe in other 
books. For teatanoe, moat mfcro-eoooomica 
texibookscanydetdiedditcuuionaoautility 
and then are several books on demand 
system. While foe authon have undoubtedly 
done the teaeucfa comnamity a service by 
pooling all this infonnatkm fogether, it may 
have beoi better to reduce the amourt 
apace devoted to these and examine the 
implications of their estimates. A 
considerable amount could have been said 
about tax reform theory, coat benefit analysis 
and the effoctsdfincentivea to boost savings. 
Ill my opinion, this would have improved the 
appeal of the paper as wdl as of the art of 
demand system estimation. Neveitheless, the 
authors have to be crmunended for the work 
they have done. 

The final chapter in the book is by V R 
Panchmukhi on econometric applications in 
the area of international trade. This chapter 
is also 91 pages long. This paper comes 
closest to the approach I have outlined as 
my preference for the way the chapters should 
have been written. Thus. Panchinukhi begins 
(section 2) with a clear enunciation of the 
principal issues in international economics 
that he considers important. However, this 
section is too brief and is not followed by 
a list of issues in international economics 
that he considers particularly important for 
the ongoing reforms programme in India. 
With principally cross-sectional data he 
examines the empirical valklity of various 
variants of the theory of comparative 
advantage. Then he provides an account of 
the work on estimating export supply and 
import rlemand functions as well as price 
elasticities of demand for exports and imports. 
Such vrork has been done at the aggregative 
as well as the sectoral level. There are some 
problems with such models which are not 
all mentioned by Panchmukhi. First, it is not 
clear what the theoretical basis for such export 
supply and import demand functions is. 
Second, in the work involving time series 
data, the work does not seem to check whether 
the variables are all stationary or if the 
estimating equation is unbalanced with 
variables that are integrated of diffetem order 
included in the same regression equation. 
Such estimating equations are likely to give 
incorrect results. If proper time series 
estimation was done, testing for co¬ 
integration and weak exogeneity would 
definitely precede the writing of an equation. 
Model specification tests need to be more 
carefully reporterL Other issues analysed in 
the chapter include direct foreign investment, 
analysis of instability of exports and the 
estimation of importuit prdicy parameters 
such as the effective rate of protection and 
the domestic resource cosL The approach to 
exchange rate analysis it strictly Keynesian 
with foe poBsibtfiiy that asset maifcks may 
influence exchange rates almost c o inplctdy 
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Ignored. Alsomitdt\gisad««alIe<ldlacrisaton 
of tariff reforms in the Indlaa cottext as weO 
as the old question of tariffs vs quotas. 
Notwithstanding all this, Panchmukhi hat 
doae the profession a contideraUe service 
by putting together tome trtaior retuhs in foe 
econometrict of itttetnatkmal trade in foe 
Indian context. It it a clearly written and 
arralytically tight piece and will provitie 
criti^ information to reaearehers in the area 
and bdp structure their thirddng on thit vital 
matter. 

How does one sum up the review of such 
a twok? Of course, the book is indispentable 
for anyone wishing to familiarise foettrselves 
with the econometric work being done in 
India. Each chapter provides a rather cogent 
survey of some of the principal deveiopments 
in the area. Of course, stuilettts, teachers, 
researchers and practising economists will 
refer to this bo^ for some considerable 
time. That imich is clear, at least partly 
because there are so few grwd surveys of 
applied econometric work in India which, 
in turn, is partly a result of the fact that 
applied econometric work in India has been 
quantitatively small and. often, of less than 
satisfactory quality. Nevertheless, this bix>k 
could have been more appealing without 
necessarily becoming any larger. In this 
review 1 have tried to assess the strengths 
of this bot)k as well at to ptunt out the gaps. 
It is these gaps that make this book deliver 
a not inconsiderable amount lest than its 
promise. 
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BALANCE SHEET AS ON 31 MARCH, 1997 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31 MARCH. 1997 

In INR '000s 


In INR ’000s 

Schedule 

Ax on 
31.03.1997 

As on 
31.03.1996 

Schedule 

Year Ended 
31.03.1997 

Year Ended 
31.03.1996 

CAPITAL AND 
UABIUnES 

Capital 

1 

200,000 

100,000 

L INCOME 

Interest earned 13 

Other Income 14 

1,357,174 

349,693 

1,039,128 

252,805 






728.631 

7,713,969 

2,070,950 

918,215 


lUl AL 

1 ,7VID,o07 


Reserves 

Deposits 

Bomwings 

Other Liabilities and 
Provisions 

2 

3 

4 

5 

633,132 

7337.809 

5363.653 

853,493 

n. EXPENDmiRE 

Interest expended 15 

Operating expenses 16 
Provisions arid 
contingencies 

1,200,429 

198,144 

340,270 

871,314 

142,774 

104,810 

TOTAL 


11,431,765 

14,388,087 

TOTAL 

1,738,843 

1,118,898 

ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with banks and 
money at call and 
short notice 

Investments 

Advances 

Fixed Assets 

Other Assets 

6 

7 

8 

9 

10 

11 

759,730 

3,350,979 

3,093,017 

3,029,831 

131,933 

1,066,275 

1,388,323 

4,251,952 

3,016,258 

4,761,156 

129,377 

841,021 

DL VROm 

Net (LossVProfit for 
the year 

Profit brought forward 

TOTAL 

IV. APPROPMATIONS 
Transfer to statutory 
reserves 

Remittance to Head Office 
Transfer to ‘Head Office 
Capital' Account 

(31,976) 

342,791 

310,815 

239,668 

173,035 

204,363 

377,398 

34,607 

TOTAL 


11,431,765 

14,388,087 

Transfer from ‘Revaluation 
Reserve’ Account 

(16,043) 


Contingent Liabilities 

12 

36,444,379 

42,514,946 

Balance carried to 

Balance Sheet 

87,190 

342.791* 

Bills for Collection 


1,123,354 

405,705 

TOTAL 

310,815 

377,398 

Notes to the Accounts 

17 



Notes to the Accounts 17 



The schedules referred to herein form an integral part of the 
Balance Sheet. 

The schedules referred to herein form an integral part of 
Profit and Loss Account. 

Signatures to Balance Sheet and Schedules 1 to 12 and 17. 

Signatures to Profit and Loss Account and Schedules 13 to 17. 

As per our report of even date. 






For and on behalf of 

RAJESH RAJEEV & ASSOCIATES 

Chartered Accountanu 

Sdf- 

RAJEEV SHARMA 

Partner 

Sd/- 

R. KARKARIA Sdf- 

Oeputy General Manager VUAY SOOD 

(Financial Control) Sr. Country OfRcer (India) 

Mumbai: June 23, 1997 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIA BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 


In INR • 


As on As on 
31.03.1997 31.03.1996 



SeteMe 1 > CapHal 

Afnount of deposit kept with 
Reserve Bank of India 
under Section 11(2) of 
the Banking Regulation 
Act, 1949 

TOTAL 

Schedule 2 - Reaerves and 
Surplus 

I. Statutory Reserve 
Balance as per last 
Balance ShM 
Additions during the year 

TOTAL 

II. Revaluation Reserve 

III. Balance in Profit and 
Loss Account 

IV. Head Office Account 

TOTAL 

TOTAL 


Schedule 3 - Deposils 

I. Demand Deposits 

i) From bi^s 

ii) From others 

II. Saving Bank Deposits 

III. Term Deposiu 

i) From banks 

ii) From others 

TOTAL 

Deposiu of Branches in India 
Depodtt of Branches ouuide Indta 

Schedule 4 - Borraurinp 
I. Borrowing in India 

i) Reserve Bank of India 
U) Other Banks 
IM) Other institutions and 
agendea 

n. Bonowing otttnde India 
TOTAL 

Sepved Borrowings 
Indudral ahovn 


200,000 


200,000 



117,434 


76,260 

87,190 

447,747 


7,819 

612,633 

202,166 


100,000 


100,000 


82,827 

34,607 


117,434 


96J17 

342,791 

76,590 


611,197 313,698 


728,631 633,132 


3,193 

613,301 

122,380 


36381 

6,891,349 6,340,354 


7313,969 7,337, 


7,713,969 7,337,809 


240,000 
930,930 2A70,000 

1.120,000 2,832,100 

U33 


24)70,930 3363,633 


Ai INR ' 


As on I As on 
31.03.1997 



5 - Other UahilUics 


I. BUk Payable 

II. Imer-Ofliro aiB u s Ui un tt (net) 
(overseas branches) 

III. Interest accrued 

IV. Others (including 
provisions) 

TOTAL 

6 - f—»» and 
Balanfes with Reserve 
Bank of India 

I. Cash on hand 
(including foreign currency 
notes) 

II. Balances with Reserve 
Bank of India 

i) In Current Account 

h) In Other Account 

TOTAL 

Schedule 7 - Balancrs with 
Banks aiul Money at Call 
and Short Notice 

I. ' In India 

i) Balances with Banks 

a) In current accounU 

b) In other deposit 
accounts 

li) Money at call and 
short notice 

a) With banks 

b) With other 
institutions 

TOTAL (1) 

II. Outside India 

i) In current accounU 

ii) In other rieposit 

aocoruMs 

iH) Money at call and 
short notioe 

TOTAL (D) 

TOTAL a dt U) 


62A87 

444339 

411.i69 


918,213 


102,011 

3392 

381344 

366,746 

833,493 



106,037 


3044,942 4036.927 


3044,942 


3330,979 


4036,927 


4031332 











































BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 

INDIA BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 


In INR • 


In INR 


As on 

As on 

31.03.1097 

31.03.1996 


Schcdofe S - i Bwtmento 
L Invotments in India: 

i) Gowenunent lecuritiei 
(induding IVeatuiy Bilb) 

ii) Other ifiproved Kcuiities 

iii) Stunt 

iv) Debentures ud btHub 

v) Units 

vO Oihen-(ConanBRulPl|xr)'i 
TOTAL 

n. Investments outside India 
TOTAL 

moss TOTAL 
LESS: Pfo.vition for Dcfueciation 
NET TOTAL 

Schedule 9 - Advances 

A. i) Bnb purchased and 

discounted 

h) Cash credits, overdrafts 
and loans repayable 

on demand 
iii) Tenn loans 

TOTAL 

B. i) Secured by tangible assets 
ii) Covered by ba^ 

government guarantees 
in) Unsecured 

TOTAL 

C Advances in India 

i) Priority Sectors 

ii) Public Secton , 

iii) Banks 

iv) Others 

TOTAL 


350,481 452,411 

270,000 


3,093,017 3,016,258 


3,093,017 I 3,016,258 


3,104,462 3,039,050 


11.445) 


3,093,017 3,016,258 


282,192 1,275,804 


1396A85 

1,351,154 


3,029,831 


2,610,288 

68373 

351,170 


,831 


2,609381 

875,771 


4,761,156 


3369,137 

112,108 

679.911 


4,761,136 


Schedule 19 - fbed Aants 
L Piemites 

Cost as on 31-03-1996 
Additions durteg the year 
Deduct io n s dui^ the year 
DO|iinciation to tnle 

Bdanoe as a 31.03.1997 


304,782 772,371 

2,725049 3,988,785 


3029331 4,761,156 


144,15(> 144,150 

(39323) (33306) 


104427 I 110344 




II. Other fixed atseb (induding 
Furniture A Fixturet) 

Cost as on 31.03.19M 
Addhiont during the year 
Deductions during the year 
Depredation to date 

Balance as « 31.03.1997 

TOTAL 

Schedule 11 - Odwr Aaeets 

l. hner-Clffloe sd jin lninitt (neO 
(Overseas Branches) 

U. Interest accrued 

m. Tax paid in advance/ 
tax deducted a source 

IV. Statkmcry and stan^» 

V. Non-banking asseb acquired 
in saisfaction of clams 

VL Others 

TOTAL 

Schedule 12 - Contingent 
Uabilltice 

l. Claims againa the company 
not acknowledged at debu 

n. Liability for partly paid 
investments 

m. Liability on accoua of 
outstanding forward 

IV. Guaramees ^ven on 

of oobatituenb: 

a) In India 

b) Oaside India 

V. Later of Credit 


and other obligations 
Vn. Liabilhy on acooiut of 
BiUsofExcbaive 
redbeounted. 

VnLOlher items for svhkh the 
bank is c o nting e n tly liable 

TOTAL 


As on 
31.03.1997 

As on 
31.03.1996 

52317 

17,939 

(1.234) 

(42.416) 

46,895 

6,818 

(896) 

(33,784) 

27,106 

19,033 

131,933 

129,377 

79379 

164,018 

240,045 

273,772 

159 

128,009 

120 

548,747 

472,847 

1,066375 

841,021 

31317.044 

37,185,912 

2389351 

14395 

1307.717 

3344,910 

42310 

1327,783 

4,704 

70,702 

- 

35300 

110368 

108330 

36^444379 

42314346 















































BANQUE INDOSUEZ 

(Incorporated In France with Limited Liability) 

INDIA BRANCH 


SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 


In INR ‘ 


In INR 



YearEa 

ided 


996 


SdMdalc 14 - Operating 

Expcoacs 

I. Piymen tt to and provisiont 
for employees 

II. Rent, taxes and lighting 

III. Printing and stationery 

IV. Advertisement and 

publicity j 

V. Depiedation on bulk’s 
property 

VL Directors and local 

advisory board me m ben 
fees, allosrances and 
expenses 

VIL Auditor's fees and 
expenses 

VOL Law chaiges 

IX. Postage, tdegrams, 
telephones etc. 

X. Repairs and maintenance j 

i 

XI. Insurance 

XIL Odier expcndituie 

TOTAL 


'3,6M 


198.144 


142.774 
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SchcAdc 17 - Notes formiog part of the Accoante as at 31 March, 1997 

I. Summary of Sigtiificau Accouatiag Roliciei 

a) Geaeral 

The accompanyint financial ftatemenu have been prepared on the hiatorical cost baalt lod confonn to the sMutory 
provisiom and practkca prevailing in the counuy. 

b) Tranaactkma involving fi^gn exchange 

i) Moneiaiy asiett and liabiliiiea have been tranrlaied at the 'T^oicign Exchange'Dealcr'a Aandatioa of India” exchange 
rate! pr^ling at the cloae of the financial year except Eotcign Cunency Noo-Reaident accouM balancee which are 
carried at the latea ipecified by the Reserve Bank of India or at the spot rates of swim contracu, as applicable. 

ii) Outstanding foreign exchange contracu and contingent liabilities on account of outstanding forward exchange contracu 
are valued at the contract rates and have not b^ revalued. 

iii) Incom and expenditure Hems are translated at the exchange rates prevailing u on the date of the transaction. 

iv) Profit or loss on ouuunding forward contracu is accounted for on accraal basis. 

c) Investmenu 

Investmenu in Government of India, other approved securities and other investmenu arc valued at lower of cost of actpiisitioo 
or market value or yield to maturity at rales specified by RBI circular BP.BC.3(V2l.{>4.04g/97 dated 9 April, and 
discloied in accordance with the circular No. BP.BC.S9/2I.04.048/97 dated May 21. 1997. 


dl 


e) 


0 

S> 

h) 


Advances 

i) Provisioas for doubtful advances have been made to the satisfactioa of the auditors. 

(a) In respect of identified advances, based on a periodic review of advances. 

(b) In respect of general advances, based on Management's estimate of potential exposure and taking into account 
guiddiaes iuued by the Government of India and the Reserve Bank of India. 

ii) Provisions in respect of doubtful advances have been deducted from advances to the extent necessaiy and the exceu 
has been included under “Other Liabilities and Provisions”. 

Fixed Axseti 

i) Fixed Asseu are accounted at their historical cost except Premises which are revalued u at 31 March, 1993 and 
are accounted for at the values determined by Govenunem Approved Valuers. The surplus on revalustioo is credited 
to Revaluation Reserve. 

ii) Depreciation is provided for on the diminishing balance method at the rates specified in Schedule XIV to the 
Companies Act. 1956. 

iii) Depreciation in respect of revalued aaseu it provided for on the revalued arrmunt and charged to the Profit and 
Lots Account, and an amount equivalent to die accumulated additional depreciation has been transferred from the 
Revaluation Reserve Amount to the Profit and Loss Accoum. 

Revenue recognition 

Income is reco^sed on expiration of tinw basis except interest on non-performing advances and guarantees/letters of 
credit commlssioa which ore recogniaed on realisation basis. 

Stftff Benefits 

Ptovisioo for grating is made on the basis of an actuarial valuation. Provision for pension benefits is made on on accrual 
basis. Separate funds for gratuity and penskm have been created. 

Net Profit 

The net profit disclosed in the Profit and Lou Account is after: 

a) Provlaioas for taxes on income in accordance adth statutory requiiemenia. 

b) Provisions *for doubtful advances. 

c) AdjustmenU to the value of current investmenu. 

Oim usual and necessary ptoviaioia. 


II. Capital Adequacy Ratio _ , ^ 

The Capital Adequacy Ratio of the Bank u at March 31. 1997 u computed under guidelina of foe Reserve Book of India 
vide Circular Na DBOD No. BP.BC.117/21.01.002/92 dated 22.04.92 and u amended s u beeque n t l y la 8.83ft. 
ni. Additional Disclosures: (Vide DBOD Circular No. BP.BC.S9/21.04.048/97: Balance Sheeu of Banks - Diacloauna). 

a) Percentage of net WAs to net advances: 7.4Sft * 

b) Provisioa and Contingencies u on 31i>3.l997. 

INR ’000a 


i) Specific l^ovision for NPA'a 2S6,S28 

h) Provision for Depreciation on Investment 1,000 

iii) Provisioa for Taxation 70,940 

hr) Others 11.802 


*• 


rtf 


Toul 


340,270 
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IV. The Beak hee caMeed iato la yeeai ia t for leMlemeaf of iti duet by die owaen/leadlordi of ooe of iu enlwldle peeceiees. 
Ueder Oe aeeeemal Oe beak bh teceived Iwck ite depoe H lotether with iattKiL The Beak bee foneadeied ibe praaiaec 
to dw owaenAaadhxriB .iB October 1996 oa Ite baeie of the oobdoo of iu lollciion. Moreover, ite odicr oo-ieaaati who 
bad filed cUm adli agaiait dw beak egiragatiag to INR 70,578 have, dgaed the ooaeeat Icnae to with dre w the tait ia view 
of the laadlard aieeeiag to leiaatate the eo teaeati ia the aew buUdiof ia tenae of the agraeawM dated 25 Pebnuay, 1997. 
The coaieat deow thereof it awaited. 

V. Hkhano dM baak fbBowed the anctioe of debidag to it*t ftofit aad Loet accooat dqaeciatioB oa the levaloed aeicit wbhout 
traaefiBniag ftoea k’e Revalaadoa Reaarve accoaat dw addidoaal depreciatioa arierag fhaa each revabialioa. 

Ia the c u rreat year dw baak hat adopted the policy of iraaafcrtiag from the Revahiatioa Retcrve accoaat aa aawuat eqiiivaleat 
to the additioaal deptedadoa aiiiiag oat of the revahiatioe ia the prior yean amowatiag to Ra. 16,043,201. Tbii laethod 
ia coatiateat with die piideiiaea iaaorf by the iCAI. 

Had diia awthod of aocooetiag aot beea followed, depreciatioe charge for the year would have beea higher by Rt. 4,013.695. 
Caoaequaady dw loaa for dw year would have beea higher by the lame aiaouat. 

VL Pievkwt year’a figuret have beea rcgrouped/ieaiTaaged wher e v er neceuaiy. 

Aa per oar attached report of evea date. Signalaiet from Schedule No. I to 17. 

for RAJBSH RAfBEV A ASSOCIATES 
Chartered Accooataau 

Sdf- Sdf- SO/- 

RAJEEV SHARMA R. KARKARIA V. SOOD 

Partner Deputy General Manager Sr. Country Officer - 

Place; Mumbai (Financial Control ) (India) 

Date: June 23, 1997 __ 

Auditor’i Report 

1. We have audited the attached Balance Sheet of the India Branch of BANQUE INDOSUEZ (incorporated in France 
with limited liability) at on March 31, 1997 and alto the annexed Profit and Loss Account for the year ended on 
that date. 

2. In accordance with the provisions of Section 29 of the Banking R^ulation Act, 1949, read together with the provisions 
of sub-section (1). (2) arid (5) of Section 221 and sub-section (S), of Section 227 of the Companies Act, 1956, the Balance 
Sheet and Profit and Lots Account are not required to te and are not drawn up in accordance with Schedule VI 
to the Companies Act, 1956. The Accounts are therefore, drawn up to conform to Forms A and B of the Third 
Schedule of the Banking Regulation Act, 1949. Subject to the foregoing observations, we report that in accordance 
with sub-section (3) of Section 30 of the Banking Regulation Act, 1949: 

a We have obtained all the information and explanations which to the best of our knowledge and belief were necessary 
for the purpose of our audit and have found them to be satisfactory. 

b. The transactions of the India Braiwh which have come to our notice, have been within the powers of the India 
Branch of the Bank. 

c. In our opinion, proper books of accounts, as required by law, have been kept by the India Branch df the Bank 
so fisr u appears from our examination of those, books. 

d. The Balsace Sheet and Profit and Loss Account dealt with by this report are in agreem en t with the books of account 

e. In our opinion, and to the beat of our information and according to the explanations given to us, the said accounts 
give the information required by the Companies Act, 1936 in the manner so requires. Banking companies aad 
read togeltef with the notes, give a true and foir view: 

(I) la (he case oftheBaiaace Sheet oftte State ofAfGursoftte India Biartohofthe Baak aa at Mareh 31,1997 and 
(n) In the case of the Profit aad Loaa Account, of the Profit for the year eaded on that dale. 

For RAJBSH RAJBEV * ASSOCIATES 
Chartered Aoconaiaais 
Sdf- 

RejeevSharaia 

Plaee: Mnafbai Panaar 

Data: Jdae 23, 1997 
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SPECIAL ARTICLES _ ■ _ 

Privatisation Strategies in Developing Countries 

External Debt and Domestic Economic Perspectives 

Narayanan Eda d a n 

A comparison of privatisation strategies followed in the developing world suggests that the ‘big-bang’ approach 
of the Latin American and Caribbean countries, the "go-slow and institutional approach" of the Asian and east 
Asian countries, and the 'marketisation' political approach of the east European countries have yielded different 
levels of impacts. Decisions to choose various options of privatisation strategies are influenced by the economic 
and political imperatives of these countries. This study attempts to examine the relationship between the privatisation, 
external debt factors and domestic economic factors, using a cross-sectional analysis of 28 major privatisors 
in the developing world. The analysis suggests that while privatisation proceeds and external debt are positively 
related, there is no such relationship between privatisation and indebtedness. This reflects the institutional 
dimension of external debt stock which seems to be more politically sensitive than the actual indebtedness. The 
study does not find any evidence to suggest that neither has privatisation of state-owned enterprises impacted 
any change in the government consumption nor has an increase in FDIs resulted in an increase in domestic 
investments. 


GOVERNMENTS in developed and 
developing countries began the process of 
privatisation of public assets during the late 
19705andeaily 1980s and it is on the increase. 
Between 1980 and 1992 more than 15,000 
enterprises were privatised worldwide and 
7 per cent of them were in East Gemuiny' 
arid 18 per cent in eastern Europe and 
central Asia and among the more than 3,800 
sales in countries borrowing from the World 
Bank, eastern European and central Asian 
countries accounted about 64 per cent during 
1984-[Sader 1993], Likewise privatisation 
proce^’ in developed and developing 
countries grew significantly during these 
periods, from US $ 40 billion in 1988 to US 
$ 271 billion in 1993. 

Even though the reasons for transferring 
the rights to own and tqrerate public assets 
from government to private sector and also 
the privatisation processes and contents 
varied significantly across countries they ate 
all known under the strttegy of privatisation. 
In a broad sense, privatisation means relying 
less on government to provide the societal 
needs attd to allow the market fmces to meet 
the society's needs for goods and services. 
Ina narrow sense, privatisation means selling 
the state-owned enterprises (S(^) and other 
government activities to the private sector. 
In a complete divestiture government bears 
no responsibility for the operation of the 
assets transferriMl to the private sector, 
whereas, in a partial divestiture the state 
retains partial ownershipofthedi vested assets 
and this process could vary from a partial 
selliag of the enterprise to a management 
contract to operate a specific furtction of an 
enterprise in a specific geograirfiic area. 

A comparison of infrastructure sector 
divestiture sales and new investments across 


regions in the developing world indicates 
that Latin America and Caribbean countries 
and east Asian countries shared a signifi¬ 
cant amount of projects and the average 
value of their transactions was much higher 
than other countries. While both these 
regions have similar pattern ofinfiastiucture 
privatisation it is not known how privatisa¬ 
tion has impacted performances of their 
economies. Earlier studies on privatisation 
experiences of countries in these regions 
suggests that the economic and political 
imperatives of these two regions are dif¬ 
ferent. While external debt and balance of 
payment crisis were the main factors which 
compelled Latin American and Caribbean 
countries to expedite their privatisation 
efforts through a big-bang approach, Asian 
countries have followed a go-slow and 
selective approach by balancing the institu¬ 
tional restructuring and privatisation pro¬ 
cesses [Amsden, Kochanowicz and Taylor 
1994]. As compared to these economic forces, 
privatisation in eastern Europe and central 
Asian countries is perceived as a political 
strategy to implement the early transition 
from a centralised political system to a 
democratic system. Hence spc^ and visi¬ 
bility aspects of privatisation are given 
more emphasis. However, in spite of the 
danger of using privatisation as a political 
strategy in the short run, it may be reason¬ 
able to assume that privatisation st^egy is 
viewed in the long tun as a strategy to im¬ 
prove the economic efficiency and quality 
of life of the country. A review of privatisa¬ 
tion processes in these countries props a 
basic question whether there are any 
commonalities in the reasons as well as 
effects of privatisation across these varied 
developing countries which followed distinct 


strategies during their early privatisation 
period. 

An often mentioned reason for privatisation 
is the external debt crisis in developing 
countries. Increasing level of budgetary 
deficit, external borrowing and balance of 
payment crisis contribute to the short-term 
and long-term debt crisis of developing 
countries. It is also believed that increasing 
financial dependency of developing countries 
on foreign institutional creditors for debt 
service payments also influence the 
privatisation processes and the type of 
techniques being used. Olten these external 
forces influence countries to initiate 
privatisation strategies even in the absence 
of institutional re-suucturing. The argument 
being that, inefficiency in public enterprises 
compel developing count ncs to transfer huge 
amount of its fund to these enterprises, 
resulting in budget deficit and balance of 
payment problem. Developing countries try 
to meet these gaps through external 
borrowing, short-term as well as long-term. 
One of the main conditions of international 
funding agencies, therefore is privatisation 
of SOEs to improve their efficiency. In this 
context, following questions are relevant; 

Whether the level and paceof privatisation 
in developing countries are associated with 
the debt crisis?. If so, which dimension of 
external debt influences the privatisation 
process? Another issue is the effects of 
privatisation on the performance of SOEs, 
inflows of foreign direct investment, the 
level of domestic private investn^ as well 
as level of govemmern consutnption. 

One of the important facton influencing 
the realisation of foreign direct investment 
(FDI) inflows is the absorptive capacity of 
the country. Domestic investment growth it 


1606 


Economic and Politkal Weekly July 3, 19*^ 



n impoitaiu pnraquUite for craating ■ 
on^ve eavironm^ for the inflow of 
Jl. Moraover, govatmteat concuinption 
gtteni alio influencei and get influenced by 
le inflow of FDI. Even though, pri vMiiation 
I expected to improve the ailocative 
ipabilities of governments, intemationai 
tperieaces inth^ that the net proceeds 
om the privatisation process are often used 
IT politically leveraged areas of government 
msumptioo without any substantive in the 
vel of government expenditure. This 
mem of government consumption, which 
alal and others call as the water-bed 
fecu, fail to achieve the restiucturing 
>jective of government expenditure in the 
iveloping countries. 

Even though there are not many cross- 
luntry studies to show effects of priva- 
«tion on the growth of domestic private 
vesUnent and the level of government 
nsumption, the ideologies of privatisation 
ggests that one of the main otgectives of 
ivatisation should be the promotion of 
ivide subjective preferences, consumption 
well as investment, and reduction in the 
le of government. Since these effects take 
ice after a time lag we are not sure about 
; trends of these effects in developing 
untrics.’ However, we shall examine these 
onomic effects from the available 
idences. 

in the following sections, we shall attempt 
examine some of these economic effects 
privatisation in developing counbies. 
1 C to the absence of comprehensive data 
examine these economic effects of priva- 
ation we have examined these impacts 
nugh a cross-section analysis as well as 
reviewing other studies doiM in these 
MS. The empirical analysis attempted in 
s paper aims to examine whether priva- 
aiion strategies implemented in some of 
; miyor privatising developing countries 
i influent by the external defat position 
these countries. Oiw of the main issues 
•cussed in this framework is whether the 
)ck of external debt is more sensitive to 
^ political perspective of the privatisation 
ategy as compared to the flow dimension 
indebtedness. 

Our conjuncture is that developing 
untrics are more politically susceptible to 
: stock of externa] debt rather than the 
laiKe of payment crisis emerging from the 
I transfeir flows. One of the reasons for 
scouldbetheloanconditionalitiesimposed 
the international institutional lenders on 
pace and level of SOE privatisation in 
veloping countries. 

The 28 countries selected for this cross- 
intry analysis are the m^jor privalisera in 
:developingworld,cotttributingmore than 
^cent of its total privatisrdkmptoceeds.'* 
e privatisation proceeds included in this 
aiyiis cover ail sectors with the exception 


cf privattufloB tTWittloBs leas than US $ 
30,000, diveatlliire by means of complete 
ckiiiag down of opeiatloos and voucher 
privatisatiao [World Bank 1996]. 

This paper is organised broadly in five 
sections. Scetionldlsciissc s theprivatisation 
trends in the developing world, particularly 
privatisation of Inftnstnicture. A review of 
western privttisation model and privatisation 
strategies followed In the nu|jor developing 
countries is atte^^)ted in Section II. The 
effects of external defat crisis and dqiendency 
of developing countries on short-term crerht 
from international financial agencies such as 
^ IMF on the privatisation strategies ve 
discussed in Section III. Section IV discusses 
the major domestic economic perspectives 
of privatisiUion strategies in the developing 
world. Section V cotKludes by drawing the 
major observations and reflects on the various 


paradigms of privatisation perspe ct ives 
suggested for better economic mamnament 
far devdopiitg countries. 

I 

Privadasriion Trcnda in Devdopiag 
Co nrst rlea 

The privatisation share of developing 
countries has grown significainly during the 
last five yean. About 83 per cent of the 
global privatisation transactions were con¬ 
cluded in developing countries, accounting 
about 33.3 per cent of the revenue during 
1988-94. Proceeds from privatisation in 
developing countries were US $ 112 billioo 
during 1988-94. Privatisation performance 
in devde^ng countries vary signifiraatfly 
across regkms. Latin Ameriw and Carib¬ 
bean countries stand out in terms of the 
total volume of privatisation proceeds 


Table I: Puyatbawm and Economic Indkatobs of Devsuimo CouNOum 


Countries 

PR 

GNP 

PRA3NP 

EDT 

PV/XGS 

DI/CDP 

GCA30P 

Argentina 

17038 

278250 

6.12 

77387 

406 

20 


Brazil 

8666 

542007 

1.60 

151104 

311 

21 

15 

Chile 

1284 

50427 

2.55 

22939 

143 

27 

9 

Venezuela 

2471 

57560 

4.29 

36850 

198 

9 

10 

Mexico 

27158 

364952 

7.44 

128302 

224 

21 

14 

Peru 

318 

49.363 

0.64 

22623 

387 

20 

12 

Average 

9489.17 

223759.83 

3.77 

73200.83 

278.17 

19.65 

12.03 

Hunaarv 

4704 

39976 

11.77 

28016 

212 

20 

19 

Poland 

2015 

90067 

2.24 

42160 

228 

25 

10 

Russia 

200 

370741 

0.05 

94232 

158 

15 

25 

Bulgaria 

192 

9904 

1.94 

10468 

241 

17 


Avenge 

1777.75 

127672.00 

4.00 

43719.00 

209.75 

19.09 

17.85 

India 

4395 

289374 

1.52 

98990 

214 

28 

9 

Bangladesh 

43 

26141 

0.16 

16569 

202 

14 

7 

Indonesia 

1984 

168000 

1.18 

96500 

186 

25 

10 

Korea 

3274 

355672 

0.92 

54542 

45 

38 


Malaysia 

6638 

67163 

9.88 

24767 

38 



Pakistan 

1541 

52241 

2.95 

29579 

204 

10 

10 

Philippines 

3166 

66294 

4.78 

39302 

163 

22 

6 

Sri Lsuika 

223 

11.553 

1.93 

7811 

109 

27 

21 

Thailand 

1041 

141523 

0.74 

60990 

96 



China 

6348 

521151 

1.22 

100535 

75 

44 

8 

Average 

2885.30 

169911.20 

2.53 

529.58.50 

133.20 

25.97 

10.26 

Egypt 

507 

42298 

1.20 

33357 

132 

17 

13 

Ghana 

533 

5310 

10.04 

5389 

242 

16 

12 

Morocco 

620 

29507 

2.10 

22512 

213 

24 

9 

Mozambique 

23 

1219 

1.89 

5491 

1039 

60 

20 

Nigeria 

164 

32655 

0.50 ' 

33485 

250 



Tunisia 

100 

1.5231 

0.66 

9254 

108 

29 

16 

Tuikey 

3535 

128965 

2.74 

66332 

188 

20 

9 

Zimbidiwe 

231 

5086 

4.54 

4368 

170 



Average 

714.13 

325.33.88 

2.96 

22523.50 

292.75 

27.83 

13.10 

All Countries 







Average 

3514.71 

136165.36 

3.13 

47280.50 

220 79 

23.71 

12.58 

STD 

5783.47 

158562.14 

3.12 

39290.07 

178.79 

10.80 

4.92 

CV 

164.55 

116.45 

99.68 

83.10 

80.98 

45.57 

39.08 


Abur. PR » Frivaiisaiion leveaue, 1994 (USS m) 

GNP s Grots aalkmol product, 1994 (USS m) 

EOT B Total exteraal debt, 1994 (USS ai) 

PV/XQS s Preteat value of debt Rpaymeat/Expoft valae of goods and servioBt. 

DPGDP B DomeniclBveatiiiealaiperceMofGDP, 1994 

GCAGDP B GovenmeDtCaatBiBptkmttperceatofGDP, 1994 

STD s Standard deviadoa 

CV B Caefncieatorvariatiaa[(STIVMeM)x 100] 

Simree: World Bank (1993, I99«fa). 
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(S6.5per cent) and average privatisation 
value (US $ 98 million); whereas eastern 
Europe and central Asia accounted the largest 
numto of privatisation transactions (48 per 
cent)tiU )994^aridBank 1996b). However, 
almost all regions have experienced expon¬ 
ential growth in privatisation during 1991-92. 
While the rateof privatisation in highly priva¬ 
tised regions such as Latin America aixl 
Caribbean, east Asia aitd Pacific and Europe 
and ceittral Asia has decreased after 1992, 
privatisation trends in low income countries 
in south Asia and west Asia and north 
Africa are on the increase (CThart I ]. 

Privatisation of SOEs has been carried out 
using a laige number of technii)ues. Most 
countries in eastern Eurr^ and central Asia 
opted for a voucher scheme in which SC^ 
are sold within the framework of a mass 
privatisation programme. However, even in 
these countries, while mass privatisation 
schemes ate generally applied to small- and 
medium-sized enterprises, large and im- 
poitant enterprises ate sold individually in 
separate privatisation ptpgrammes, using a 
variety of techniques. 

One of the most common technique is a 
direct sale of a SOE. It involves the sale of 
an enterprise in its errtirety or partially to an 
investor or an investor group either through 
bids in a tender or auction process. During 


the 1988-93 period 57.74 per cent of the total 
privatisation proceeds in the developing 
countries came from the direct sales of 
enterprises. The second most commonly used 
technique is the public offer. Instead of the 
direct sale of large enterprises to investors, 
public offers of the enterprise are prefetred 
by the government because it widen the 
dispersion of ownership of the enterprise 
and avoid the creation of private monopolies. 
During the 1988-93 period public offers 
constituted 38.49 per cent of the revenue 
from privatisation of SOEs in the developing 
world [Sader 1994). Some of the other 
t^monly used techniques of privatisation 
are concession (2.18 percent), joint venture 
(1.25 per cem), management buyouts (0.21 
per cent), liquidation (0.07 per cent) and 
lease (0.05 per cent) [Sader 1994). 

Even though direct sale is the wittely used 
technique in terms of proceeds, the average 
sale value using this technique is far less as 
compared to other technique. VAiile the 
average value privatisation using public offer 
was $ 132 million, direct sale technique was 
used mainly for medium enterprises with an 
average value of $ 30 million. As compared 
to these sales, the average sale values of 
enterprises using concession and joint vemure 
techniques was $ 65 million and $ 48.5 
million, respectively, in 1993 [Sader 1994). 


Infrastructure Privatisation in 
Developing Countries 

The scale and pace of privatisation are felt 
in the infijstructuie sector more than any 
other sectors. Private financing and 
management of infrastructure particularly in 
developing countries is und^oing rapid 
transformation. Much of this activity has its 
origin in the deregulation of infrastructure 
policies in the US during the 1970s and the 
Chilean privatisation efforts during the 
August Pinochet’s administration and the 


Table 2: Classification of Counties into 
Levels of Privatbathm 


High 

Medium 

Low 

Privaiiion 

PrivaiisoTS 

Privatisors 

Argeatiaa 

Brazil 

Peru 

Mexico 

Chile 

Rep of Korea 

Venezuela 

China 

Thriland 

Malaysia 

Indonesia 

Bangladesh 

Philippines 

Sri Lanka 

Russia 

Hungary 

Pakistan 

Tunisia 

Ghana 

India 

Nigeria 

Zimbabwe 

Bulgaria 

Poland 



Turkey 

Egypt 

Morocco 

Mozambique 
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1_I Telecom Energy 

Source: World Bank Database, 19%. 


Thatcberism in UK. Since 1984, the value 
of infrastructure privatisation proceeds in 
developed and developing countries has 
totalled US $ 3S7 billion and that of new 
investment projects more than US $ 308 
billion and 86 countries have privatised 547 
infrastructure companies and at least S74 
private infrastructure projects are underway 
in some 82 countries [So and Shin I99S]. 
The private investment activity in infra¬ 
structure amounted to US $ 60 billion a year 
on average during the past decade. 

International experiences show different 
degrees of success in infrastructure 
privatisation. Of the total 900and odd private 
sector participation infrastructure (PPI) 
projects initiate during the 1984-94 period, 
abrnt SOO projeeui were funded by the World 
Bank and about 92 of those projects had a 
significant amount of private sector rinancing. 
These include privatisation of public utilities, 
on-lending to private sector operators and 
franchising operations involving leases, 
concessions and management comrols. 

During the period 1988-94, developing 
countries have generated US $ 41.3 billion 
of revenue from the privatisation of 
infrastructure, comprising 36.8 per cent of 
the total proceeds from privatisation, and 
about S2 per cent of it came from the 
telecommunication sector [World Bank 
1996b]. 

Chart 2 shows the growth pattern of 
proceeds from infrastructure privatisation in 
developing countries. While the total 
proceeds from privatisation grew at the rate 
of 6.04 per cent per year, privatisation 
proceeds from infrastructure grew at the rate 
of 7.25 per cent per year. 

Regional Distribution 

Regional distribution of World Bank 
financed infrastructure projects indicates that 
of the total 92 PPI proj^ with high private 
financing componem, about 39 per cent of 
them were conduded in Sub-Sahara Africa 
and 27 per cent in Latin America and 
Caribbean countries. (Chart 3), however a 
larger share of the proceeds from privatisa¬ 
tion were generated in Latin American and 
east Asian countries. 


Privatisation in infrastructure comprised 
of various methods involving divestiture 
through the direct sales to foreign direct 
investors and public equity offering in 
domestic market, operational and 
maintenance agiwments and managemem 
contracts. Till 1995 developing countries 
concluded about 144 divestiture transactions, 
101 operation and mainteiumce contracts 
and 18 management contracts arxl 336 new 
investment projects’ [World Bank 1996a]. 
Since the contract value is not available for 
all transactions it is difficult to estimate the 
actual vahreof these privatisations. However, 
based on the value of the listed projects in 
the World Bank infrastructure privatisation 
database it is observed that the developing 
countries have generated on an average US 
$ 538 million per divestiture transaction, US 
$ 125 million per operations and maintenance 
agreement and about US $ 185 per 
management ctmtract. As compared to th^ 
privatisation transactions developing 
countries have attracted significant amount 
of new investments in infrastructure projects 
with an average project value of US $ 424 
million during 1984-95 period (Chart 4). 
Based on these average traruaction values, 
the total estimated privatisation proceeds 
from infrastructure sector could be the extent 
of US $ 93.4 billion during 1984-95 period 
and the total new in vestments in infrastructure 
sector could be about US $ 142.5 billion 
during the same period. 

Regional distribution of privatisation 
practices indicates that while Latin America 
and Caribbean countries share 53 per cent 
of divestiture sales and 45 per cent of 
operations and maintenance agreements, 
nuyority of the management ccmuacts were 
concluded in Africa (72 per cent). A major 
privatisation technique a^ied in East Asia 
and Pacific countries is operations and 
maintenance agreements. Intoestingly about 
70 per cent of the total infrastructure new 
investment projects concluded during 1984- 
95 have taken place in east Asia and Pacific 
countries and Latin America and Caribbean 
countries (Chart S) and these two regions 
remain the main players in infrastructure 
privmisation in the developiag world. 


A sectoral compasison of iafrastrucuae 
privatitation methods indicates that while 
power sector shared about 47 per cem of the 
total divestiture traasactkms during 1984-95 
period, operatiofi and maintenanoe contracts 
were mainly practised in transportation 
sector (45 per cent) and about 39 per CM of 
management contracts were co^uded in 
the power sector. The viability (d'horizontal 
and vertical urdamdling of power eiMerprises 
could explain the high frequency of 
divestiture and mana^ment contracts in this 
sector. A good percentage of new in vestments 
in the developing countries has taken place 
in the transport sector (35 per cent), followed 
by power sector during the last decade. 

n 

An Overview of Weateru Model 
oTPrivatiaidion 

Even though pti vatisation strategy became 
more popular during the 1980s. it has iu 
origin in many early schools of Ibougfat on 
puUic policy and it can be found in the 
writings of Adam Smiih as early as 1762. 
The early Dutch East Indies Trading 
Company and the British South Africa 
Com^y were under private hands until 
they were nationalised as part of their 
government interests in global imperialism. 
The revival of free market and the theoretical 
foundations for such a public policy came 
in to being with the emergence of the New 
Right school of thought which took iu origin 
with Prkdrich von Hayek's setmnal book, 
7%e/bNidroSe>7!foM(l944).0(hertbearisa, 
such at Milton Friedman, James Buchanan 
and Gordon TuUock have argued their own 
version of free market since the 1960t and 
the economic conditions prevailed in the 
western societies during the early 1960a 
gave prominence to these thoughts. Broadly, 
the New Right school rould be dastitied 
imo two groups; neo-liberals and neo- 
conservatives. 

The neo-libetalt place a great ded of 
emphasis on issues such as heedom, dioioe, 
free market, minimal stale intervention and 


Table 3; CtASsmcATiaN of CowmoBS wio 
LEVEU of iNOEBTBlMBaS 


High 

IndebtedDess 

Medium 

Indebtedness 

Low 

Argentina 

Bangladesh 

Odna 

Brazil 

Eeypt 

Sri Lanka 

Mexico 

India 

MdayiU 

Peru 

Pakistaa 

Thiaknd 

Pound 

auk 

Repof Koiu 

Bulgaria 

Hnagaiy 


Ghana 

Indonesia 


Mozambique 

Morocco 


Nigeria 

Tarkey 

Roiria 

Philipiilnet 

TOnifta 

Venezneda 

TindiUbwr 
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the primacy of individuals. Green (1987) ordinating the needs of millions of free 
identified four basic schools of thought; the individuals who make up the society. 
Austrian school best represented by Hayek, The neo-conservatives emphasise on 
the Chicago school represented by Milton authority, tradition, stability, order and 
Friedman, the Viiginia school of public morality. They see a threat in the moral 
choicereptesentedbyBuchananand'nillock fabric of the society not from the lack of 
and the Anarcho-capitalist school best individual freedom, but from too much 
represented by Robert Nozick and David freedom and the resulting breaking down of 
Friedman, ^ch of these schools has law and order and decline in moral values, 

emphasised on distinct aspects of free market They see solutions in collectivities and the 

and individual freedom and minimal role for duties of the individual towards the 
thestale. WhiletheAustiianschoolconcetned collectivity. In spiteoftheirdivergent views, 
to identify and preserve the conditions a main contribution of neo<onservalives is 
conducive to the nuuiimum amount of the family-oriented government policy, 
individual liberty and personal choice, the which has influenced the Thatcherism. 
Chicago school emphasised the role of market Inierestingly.Thatcherismcombinedtbeneo- 

to provide the goo^ and service needed for liberal and neo-conservative thoughts to 
the sodety through its policy of monetarism, provide the theoretical basis of privatisation 

The Virginia school builds their arguments in UK. 

forfreemarketfromtheutilitymaximisation Theabovereviewofpublicpolicythoughts 
behaviour of politicians attd bureaucrats, suggest that the New Right thought provide 
who care for their own interests instead of the philosophical basis of privatisation: a 
society’s interests whom they represent, free market, minimal state intervention, and 
creating an expenuve state ov^oatL Their a non-egalitarian public policy. Besides, the 
solution is to return to the market, and where privatisation strategy for free market 

this is not pouible to introduce pseudo- operations in erstwhile public activities, the 
market disciplines and place constitutional contributions of the New Right could be 
limitations on the activities of politicians observed in two other related areas of public 

andbureaucrats.AscomparBdtothese^ve policychangeshappeningallovertheworld; 
sebooU, the Anarcho-capitalist .school argues Firstly, local government has be<^ generally 
for unrestrained freedom and even a total criticised for interfering in the market It has 

absence id' state. been suggested that it should greatly reduce 

In spile of their diverse thoughts on free its role as a service provider and become an 
market there are basically three notions which enabler or facilitator, and secondly, more 

are crucial to the thinkers in the neo- direct criticism has centred on the planning 


system. It has been tuggested thsl h iboold 
be laigely dismantled inoidei that the matlret 
mlgltt operate unhindered with the private 
sector determining the pece end neture of 
change in the society. 

It is interesting to observe that the 
ptivttisation strategies followed in many 
develo|diig countries diiectly or indirectly 
embraw these thoughts. In the later sections 
we shall attempt to examine whether dds 
conceptual framework of privatisation 
formulated for the develqted countries is 
consistent with the economic and political 
realities of developing world. What is more 
important is to examine the privatisation 
strategic options available for developing 
countries and to adopt an approprime strategy. 
Of course, we may not prescribe a strategy 
of privatisation in this paper. Perhaps, we 
could provide anoverview of the perspectives 
suggMed in the literature and reflect on 
them in the context of developing countries. 

Goals of Pbiyatisation 

In spite of the many ideological rationale 
of privatisation, a review of privatisation 
processes in developed countries as well as 
developing countries indicates that macro¬ 
economic management issues are more 
profound than others and often they 
accentuate the political and social ex¬ 
pediencies for privatisation. Economic 
planners try to achieve a number of goals 
with privatisation. 

A commonly stated objective is to improve 
the economic efficiency of the state-owned 
enterprises (SOEs) being privatised and to 
make the whole economy more pnxkicttve. 
Some even go as far to suggest that 
privatisation maximises the domestic as well 
as the world welfare (Gala!, Jones, Tandon, 
Vogelsang 1994]. Sometimes, the ideologicai 
arguments for a free market economy and 
a small government are more forceful than 
any other economic compulsions in some of 
the developing countries whichare in political 
transition. In some of the east European 
countries the political environment itself 
dictated the n^ to expedite the transfor¬ 
mation of a centrally-operated economy to 
a market economy by introducing shock 
tberapies. Goveniments in the developing 


liberalism, i e, fireedom/Iiberty, a limited or 
imnimal slate and a free mariret All these 
schools believe in non-egalitarianism. The 
oeo-liberals believe that stale action would 
be a threat for individual fnakm and it 
should be avoided at all cost, because the 
main role of state is to create a general 
environment in which individuals can 
exercise their freedom via the rule of law. 
According to Friedman and others, the free 
maiket, and therefore capitalism, offers the 
best system of ensuring the greatest level of 
indiviihud freedom of choice and the rules 
of self interest provide a mechanism for co- 


Tablc 4; Net FbaaKw Private Catital Rows to Develohno Countees, 1990-9S 
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countries also use privatisation for meeting 
(he foreign debt and balance of payment 
crisis, and also to raise more money Tor the 
government to spend on urgent and 
sometimes popular social and economic 
needs. It is also argued that developing 
countries ate forced to privatise at a rapid 
rate due to pressures from international 
institutional creditors. Yet another argument 
is to invigorate and expand local capital 
markets and to attract foreign capital. 

In spite of these varied objectives of 
privatisation, it seems that the theoretical 
arguments for privatisation and the practices 
followed in many countries are not always 
consistent and arc sometimes even con¬ 
tradictory. For example, the objectives of 
making the economy more efTicient and the 
objective of raising mote money for the 
government do not always match. Since 
private buyers would be willing to pay more 
for an enterprise with monopoly powers, the 
sale terms may contradict with the efficiency 
objective of privatisation. 

Views on the SOEs efficiency improve¬ 
ment objective of privatisation remain 
contentious. The International Finance 
Corporation has reported that about 69 per 
cent of the enteriwises it has helped to privatise 
recorded good profitability as compared to 
29 percent prior to privatisation. An impottant 
issue in this aspect is whether it is the 
ownership change from the public to private 
sector or the lack of competition for the 
public firms which influences improvement 
in efficiency. For example: Yarrow (1986) 
listed a large number of studies to show that 
profitability of infirastructureenterprises and 
typeof the ownership are not related. A study 
by Borcherding, Pommeiehne and Scheidn 
(1982) observed that it is not the differences 
in the type ownership but the lack of 
competition that is responsible for the poor 
perfornumce of public enterprises. Other 
studies, both on partial impacts [Megginson, 
Nash and Van Randenborgh 1922] and as 
well as on comprehensive impacts [Galal, 
Jones, Tandon, Vogelsang 1994} have 
observed that privatised enterprises have 
increased firm level efficiencies, improved 


their capital structwe and increased invest¬ 
ments, reduced the economic burden of 
state-owned enterprises and increased the 
income of the government both from the sale 
proceeds and taxes, and also improved 
consumer welfare and increased domestic 
and international welfare. 

While there are consensus on some of the 
positive impacts of privatisation indicated 
above, views on the strategies for privatisation 
and their pace of i mplementation vary among 
researchers. It is contended that the below- 
potential perfoimance of many privatisation 
efforts, particularly in the eastern European 
countries, stemmed from copying the wrong 
capitalist model, without much efforts to 
develop appropriate institutional structures 
for successful effectuation of required 
economic restructuring policies [Anuden, 
Kochanowicz and Taylor 1994]. These 
countries under the influence of pseudo- 
capitalistic economic model have adqited 
indirect process of economic restructuring 
process and the important consequences of 
the shock therapy introduced during the 
privatisation in th^ countries were wage/ 
price inflation and stagnation in production 
with a great risk of massive bankruptcy 
[Amsden, Kochanowicz and Taylor 1994]. 

It it not very clear how far privatisation 
has achieved its national objectives in 
developing countries pursuing active priva¬ 
tisation strategies. In the absence of well 
defined national objectives of privatisation 
this issue gets cloudy. There is not acommon 
agreement on the reasons for privatisation. 
Since macro-economic and political 
objectives rather than the market efficiency 
objectives often drive the privatisation 
process in many devdoping countries, it 
would be useful to know the economic 
imperatives of privatisation strategies in 
developing countries. 

PuvATiSAnoN Stmteoies and PkAcncE 

Privatisation strategies combine different 
levds of political and economic otqectives 
in devdofnng countries. The structwe and 
form of thm stm^iei are influenced by the 
trade-off between the political acceptability 


and economic efficiency concerni of 
privatisation. The process of diveitiiig a 
publicly owned monopoly into competitive 
and contesuble private enterprise could 
follow different phases. On the one hand, 
privatisation approach could follow a go- 
slow strata by choosingan approach whkb 
involves less political adjustments. This 
approach focuses on deregulation and 
unbundling public monopolies to fadlitate 
private sector entry through contracting ou 
and concessions, resulting in a contractual 
based public-pri vale lelttiomUps rather than 
wholMalefegulatoryrefonqofprivaiisatioa 
On the other hand, privAisation strategy 
could follow a big-b^g approach, which 
follows simultaneous unbundling,' 
deregulation and divestiture processes which 
requires significant amount of political 
commitments and institutional restructuring. 
A schematic presentation of these options 
is shown in Figure 1. 

The transition of privatisation process 
staiu at the first phase in the right end 
corner of the figure and the ultimate goal of 
the strategy is to move in to the fouitb phase 
on the left upper comer. It may be easy to 
place many countries in each of these 
phases. While most of the east Asian and 
south Asian countries started with the first 
phase (Phase I) and have tried to go through 
the various phases in stages, some of the 
countries in Latin America and nuyority tff 
the east European counuies have tried to 
jump from the first phase to the fourth 
(Phase IV) bypassing the institutional 
restructuring processes of privatisation. 
The impacts of slatting at different phases 
are clearly evident in the case of the 
infrastniciure privatisation in Latin America 
and industrial enterposes in Europe and 
central Asia. 

m 

Ecoamak Inqwntivcs of 
Privallnlioii 

in this section we shaii attempt to review 
the performance of developing countries in 
achieving some of the economic objectives 
of privatisation. Even though the etonorak 
rationale for privatisation vary from country 
to country, some of the factors whidi influ¬ 
ence the pace and level of pnvalisatioo ate 
to improve the perfonnance of SOEs, to 
encourage foreign private capital inflows, to 
strengthen the domestic capital mariccL to 
encourage domestic mvemnem. to promott 
economic efficiency in governance, to 
manageihedebtcruu,tonianageifaebilanoe 
of payment crisis, to create the enviroament 
for economic restnicturing, to gain political 
kveiage for the luliitg govemment, etc. Iltt 
ivaions for initiating privatisation oouM be 
many and their order ^ priorities vaiy limn 
qpuntiy to.couttty. In the foUowing MCtioa 
weshailexaminetiiebilaiiatioiMleaperienGe 
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in some of these economic effects of 
privatisation. 

Extbknal EcofiOMic Factors of 

PuVAITSATION 

Basically two external factors are 
consideted. Current studies suggest that 
external debt crisis and the IMFdependency 
on short-term credit influeiKes the pace of 
privatisation in some of the developing 
countries. There are evidences to this effect 
in the case of Latin America and Caribbean 
countries [Ramamurthi 1992].Similarstiidies 
me not available for other regions for the 
fact that none of the other countries in the 
eastern Europe and central Asia, east Asia 
and Africa are not troubled to this extent with 
the debt crisis. However, the debt and loan 
repayment positions of these countries are 
under constant watch by the commercial 
lenders and irUcmational Enancing agencies. 
Thoe is evidence that privatisation of SOEs 
andinstitutionalresttucturingofthe economy 
me prescribed for these countries for better 
economic performance. In this section we 
shall examine whether there are any pattern 
across the maior privatisors with regard to 
their level of privatisation and external debt 
position and the level of indebtedness. 

PatVATISATION AND IMF CREDIT 

Defendency 

Another argument for privatisation is an 
offshoot of the dependency theory, even 
though, broadly this issue and the in¬ 
debtedness issue ate related. This argument 
b based on the belief that external dependency 
of developing countries for short-term credits 
to mitigate the foreign trade deficit and 
investmeru requirements force them to meet 
the financial coDditkms of the international 
creditors whose main objective is the 
protection and profitability of their 
investme n ts, rather than the economic health 
of the country being financed. If this 
assumptiem u tnie then the high privatitots 
should be those who are the nuyor recipients 
of IMF credH. A cross tcountiy analysis on 


theinfluenceofIMFcredit and the probability 
to privatise suggests that there is a high 
probability that countries will pursue 
increased level of privatisation measures if 
their dependency on IMF credit is high 
[Ramamurthi I992].‘ 

External Debt Crisis and Privatisation 

The issue of developing countiy debt crisis 
became an important subject with the Mexico 
crisis in 1982. The debt crisu which Irxiined 
heavily over the Latin America was managed 
with three sets of strategies: by means of 
containment, austerity and arljustment; by 
means of adjustment with giWh (Baker 
plan); by means of the Brady Initiative.^ 
Privatisation of SOEs and restructuring of 
the economy were important prescriptive 
measures suggested to manage the rlebt r^sis. 
Even though many of the developing 
countries experienced dilTerent levels of debt 
crises, privatisation has been recommended 
as an efflcieni economic strategy to contain 
external debt, to improve the balance of 
payment position and to manage the 
ecoiKmiy. 

The distinction between the stock and 
flow components of the debt is central to the 
way in which debt crisis u undersUxxl. Each 
of these dimensions has different economic 
and political significance. The total external 
rlebt stock (EDT) of a country consists of 
public and publicly guaranteed long-term 
debt, pri vate non-guaranteed long-term debt, 
the useoflnternalional Monetary Bindcredit, 
and estimated short-term debt In the recent 
years, interest on arrears on long-term debt 
has been included while estimating EDT. 

The flow dimension of debt nfen to the 
net transfer flows. Even in the mid-198()s 
this flow was positive for Latin American 
countries. New (hibiirieinents of kxig-term 
debt and IMF credit more than covered 
principal repaymeou on long-tnm debt and 
IMP repurchaiet. Defat service payments 
made on the loans comprise of loan 
amortisation phis the loan interest Since 
imereit rate is a measure of the price of 


m oi Ky, and fttmi the pobM of view of the 
kader it lefleclM the likdy cmhl ritk and 

InflWinn Otods. ThC OBt tWOllll* flW 00 
dbbt minus rq»y>^ eQiiei* the net tranaftr 
on debt This is an important statistic on ^ 
flora the point of viewoftbeindebted nation, 
bi thehighly indebtedcountries, net transfen 
CO debt were negative for most of the 1980s. 

The privatisation proceeds and external 
debt indicators of the 28 high privatiiws 
presentedinTable 1 showinterestmgpattenis 
across regions and countries. As indicated 
by the coefRcient of variations, the level of 
privatisation was mote varied acrosscountiies 
than other macro-economic indicators. Latin 
America and Caribbean and east Europe and 
central Asia were high privatising regions 
as compared to other r^mu till 1994. 
However, they had difTetent patterns in teims 
of indebtedness and total external debt stocks. 
While Latin Ametka and Caribbean and 
Africa had high indebtedness (above220per 
cent), the average EDT of Latin America and 
Caribbean regfaxi was three times mote than 
Africa. It is also interesting to observe that 
privatisation and the level of income were 
positively related. While the average 
privatisation proceeds for Africa was US $ 
0.71 billion in 1994, Latin America and 
Caribbean region which had the highest 
average GNP had generated about 10 times 
more revenue from privatisation during the 
last eight years. As compared to other regions. 
Asia was inoreefRcient,ithadahigh domestic 
investment (26 per cent of GDP) and a lean 
government (government consumption is 
10.25 per cent of GDP) aixl it had the lowest 
indebtklness. As a result of these macro- 
ecooomic indicators Asia had a low rate of 
privatisation as compared to other regions, 
suggesting less economic compulsions to 
privatise as compared to other regions. 

External Debt and Indebtedness Effects 
ON Privatisation 

One of the imponant issues in this area 
of inquiiy is the definitions and measioements 
of indebtedness and privatisation. Countries 
are classified into various levels of indebted¬ 
ness based on indicators such as debt service 
payments and other economic indicaton such 
as gross natioruti product and balance of 
trade. The 1996World Bank Report on world 
debt classified developing countries into 
various levels of indebtedness using the 
income and indebtedness criteria.' Classi¬ 
fication of countries into various levels of 
privatisation is done by using the proceeds 
from privatisation at a ratio of GNP.* Based 
on the above criteria the tni(jor privatising 
countries are classified into various levels 
of indebtedness and privitiisation (Tibies 2 
and 3). 

It may be observed fnMn the above tabtet 
that the hypothesis that high indebledneu 
countries are those who have pursued k 
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vigorous policy of privatisation is not 
conclusive. Statistically there is no correlation 
between the ranks of countries with respect 
to privatisation and indebtedness (cott^a- 
tion coefficient = 0.03). 

To understand the structural relationship 
betweot privatisation and external debt, we 
ran two sets of regressions with two measures 
of debt, one for total external debt stock 
(EDT) and another for the capacity to service 
debt payment (PV/XGS) measure of 
indebtedness. Each of these measures of 
(tebt has different economic and political 
significance. Total external debt sto^ is the 
sum of public and publicly guaranteed long¬ 
term d^ private non-guaranteed long-term 
debL the use of IMP credit and short-term 
debt. On the otherhand the PV/XGS measure 
indicates the debt service payment capability 
of the country in the context of its projected 
export potentials. Even though b^ these 
measures could move^in the saitK direction, 
it could be possible thiu aggregate debt stock 
(EDT) is ittore politically and psychologically 
sensitive than the debt service payment 
capability. A main reason is that external 
d^ is more visible and hence easily 
internalisesMe within the domestic political 
argumetU for privatisation. On the other hand, 
thedebtrepayingcapacityisabetter indicator 
for the inddriedness of a country mainly 
because international lenders are mote keen 
to watch the loan repaying capability of a 
country rather than ^ external debt stock 
for determining creditworthiness of 
developing countries. 

We hypothesise therefore that a positive 
relationship between EDT and PR suggests 
that EDT it a politically leveraged variable 
as far as devetopiiig countries ate concerned 


and a positive relationship between PV/XGS 
and PR suggests that privatisation in 
developing countries is influenced by 
pressures from intetnational lenders. We 
argue that it it not the indebtedness of a 
country which influences its privatitation 
process but the stock of external debt. 
Domestic fiscal crisis, politicsl instability 
and leadership crisis and the local political 
agenda for releating the country from the 
fear of international dependmey often 
transform many parties to be pro-refotm and 
pro-privatisation. "’This it observed in many 
Latin American countries, starting with Peru 
in the late 1970s and recently in India when 
the Congress Party during the Rao regime 
was fenced to pursue pro-reform programmes 
in spite of oppositions within the patty itself. 
Another dimension of this argument is the 
growing domestic debt and serious fiscal 
deficit faced by the developing countries. It 
is often argued that privatisation of SOEs is 
one of Ihe best means to redress the problem 
of domestic defat. Domestic debt management 
problems coupled with external debt crisis 
doesn’t provi^ any other alternative to Ihe 
developing countries except to pri vati se their 
SOEs." 

The relstionships are estimated 1^ using 
log-linear regressions so that the estimated 
coefficients are the constant elasticities 
which could be interpreted in percentage 
terms. 

The estimated equations ate; 
log(PR) « 3.289 t- 0.401 log (OTT)... (D 
(13.56) (5.185)* 
r^ > asi; N w 28 

log(PR)«2.537-0.094log(PV/XGS)...(2) 
(11.85) (-1.356) 
i» - a07; N » 28 


When; 

PR m PrivatiaaihMi Revenue 

EDT w Toud Debt Stock 

PV/XGS ->Pnsent VahieorTotalExteraal 
Debt Servioeriaxpoit Value of 
Gootb and Servins 
[Ij Figures in brackets are the “t” values 
and (*) indicates significant at 95 per cent 
of confidence. 

[2] The intercepts are in log. 

The above equations show imerestiiig 
causalities between external debt and 
privatisation. The aggregtte external debt 
stock and the privatisation proceeds are 
significantly positively related. A one 
percentage increase in the total debt stock 
increases Ihe privatisatioo revenue by 0.4 
peroem(Eql). This suggests that as the total 
external debts of developing countries 
increase, the probability to adopt increariag 
measures of pri valuation is sigmficataly Mgh. 
However, the relationship between the level 
of privatisation and level of loan repaying 
capability of developing countries is not 
statistically related (^ 2). This could mean 
that it is not the debt service capacity but 
the aggregate volume of defat stock that 
pushes governments in the developing 
countries to go for privadsaiion. A siiralar 
analysis done for the Latin Amerkan and 
Caribbean countries in 1992 concluded that 
externa! debt stock (EDT) and privatisatioo 
are positively related (Ramamurthi 1992). 
The non-significance of indebtedness and 
privatisation support our hypothesis that 
domestic compulsions are more demanding 
than pressures from intenutional lenders to 
privatisation in developing countries. 

IV 

Domestic Ecorsotuk I mperati ves 
of Privatisation 

The following section examines the 
doniesticeconoink.obiecthiesofprivaiisstioa ^ 
in the developing workL CurrM literature 
on these issues emphasise the role of priva¬ 
tisation of SOEs to achieve economic 
efficiency objective, to promote the inflow 
of foreign private ca|Mlal, to inducedomenic 
investmem growth and to rationaliae the 
govemmem consuniptiaa, etc. 

PaiVATtSATION AND SOEs natFORMAMCE 

One of the main arguments for pri vahtaliaa 
is the poor performance of SOEs. Empmcal 
investigatim indiisareaaieliiniteddueto 
the tisence of country level comprehensive 
SOE financial data as well at Ihe rime fag 
invrdved in observing post privatisatioa 
economic efficiency impact However, 
studies in this area (Airibnise, Henncm eyer 
and Chapon 1990; Gtial 1991; Yusuf and 
Hua 1992; Mckiiiaan 1994) tuggett that in 
some cases, SOEs losses accoual 5 to 9 per 
cent of GDP, their maigina) productiviiy of 
capital and labour is half and tMtothird 
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respectively of the private sector, and in 
many cases SOEs performances are 
deteriorating, forcing the government to 
increase transfers and subsidies to these 
enterprises. A recent study [Kikeri, Nellis, 
Shirley 1994] argues that poor performance 
of SOEs not only impact drain in the 
government resources but also affect the 
performance of private sector by controlling 
the ixivate sector entry and overpowering 
the domestic credit markets by the SOEs 
with their implicit or explicit govenunent 
guarantees. Another study [Ramamurthi 
1992] suggests that even though privatisation 
is not explicitly prompted by the poor 
performance of SOEs, thoe is an increasing 
tendency to use privatisation as a means to 
correct the inefficiencies of SOEs. 

A main contention in this area of research 
is whether the poor performance of SOEs 
is due to their public ownership and whether 
their performance will im|m>ve if they are 
privatised. Views differ in this area of inquiry 
and the currem contention is that the type 
of ownership and SOE performance are 
industry specific. George Yarrow after a 
comprehensive review cotKiuded that SOE 
performance is influenced not by the type 
of ownership but by the nature of competition 
they are fot^ to face. While airlines, fire 
services, urban transit industries perform 
more efliciendy under private ownership, 
economic performance of industries such as 
electric utilities, insurance, railways and 
water and sanitation sectors are neutral to 
the type of ownership. Almost all of these 
SO& perform better in a competitive 
envirmment [Yarrow 1986J. 

PUVATISATION AND FoUEIGN CAPITAL pLOWS 

Another positive impact visualised by the 
privatisation in the developing wmld is to 
attract foreigneapitaJ and direct investments. 
Available information indicate interesting 
ptttern in the flow of foreign capital across 
regions and sectors. The aggregate net priviae 
foreign capital flows to developing countries 
has grown signiflcantly from US $ 44 billion 


in 1990toUS$ 167 billion in 199S and more 
than half of this flow is in the fom of foreign 
direct investment. The foreign direct 
investment has grown at the rate of 43 per 
cent per year during 1990-95. It is however, 
interesting that as compared to the foreign 
direct investment, portfolio investments in 
the form of debt and equity investments have 
grown at the rate of I2U per cent per year 
[Wmid Bank I996b|. 

However, a temporal examination of these 
trends suggests diflerent pattern for portfolio 
and foreign direct investments, while 
portfolio investment flow to developing 
countries has shown a decreasing trend since 
1993 (from US $ 83.9 billion in 1993 to US 
$ 55.7 billion in 1995). foreign direct 
investment flow has steadily increased 
upward (US $ 68.3 billion in 1993 to US 
$ 90.3 billion in 1995). These trmids could 
be explained by the short-term objectives of 
foreign portfolio investors in emerging 
markets. Risk aversion and selectivity 
objectives of portfolio investors and concerns 
on increasing real exchange appreciation in 
excess of productivity gains (Mexico crisis) 
are some of the reasons for the decreasing 
flow of portfolio investments to developing 
countries. On the contrary, the upward trend 
in foreign direct investment flows are 
influenced by the long-term corporate 
strategies of foreign investors and their 
relatively less insensitivity to the vagaries 
of short-term liquidity m^ets. 

Chart 6 and Table 4 show the patton of 
aggregate net foreign private capital and 
direct investment flours to various regions 
in the developing world. The net foreign 
capital as well as the direct investij^t have 
grown about 45 per cent per year in 
developing countries. However, their flow 
pattern is not the same across regions. East 
Asia has appropriated more than half of the 
net foreign capital and direct investment, 
58.7 per cent and 59.5 per cent respectively. 
An interesting observatirai is that Latin 
America and (Caribbean countries neither 
attracted significant share of the foreign 


capital, only aboiR 20 per c^ nor their 
than in the net foreign private capital end 
invettments is growing at an impreui ve me 
as compared (o other leghiu. On the other 
hflnrf foreign direct investment in easlem 
Europe and central Asian countries has 
signiflcantly grown during 1990-95 period, 
at the rale of 192 per cent annually. This 

suggesu that the sho^therapiesadministered 

in the east European countries seem to have 
succeeded in encouraging the inflow of 
foreign direct investments to these countries. 

Even in the absence of a detailed cross 
country analysis Table4 indicates that foreign 
private capital and investment flows are not 
influenced by the scale of and pace of 
privatisation, but by the capital market 
conditions and growth potentials of 
developing countries. Economic facton such 
as economic recessions in the developed 
countries, long-term strategic goals of 
multinational firms, increasing regional trade 
alliances and globalisation of production 
and distributiem strategies, etc, significantly 
determine the inflow of foreign capital to 
developing countries. This suggests that the 
impactof privatisation to attract more foreign 
capital is only partial. 

PaiVAnsATioN AND Government 
Consumption 

Yet another objective of privatisation 
argued by the pro-privatisation group is to 
reduce the role of government and to 
transform a small and efficient state. One of 
the measures to reduce the role of government 
is to decrease government consumption. This 
means that an increase in privatisation should 
create administrative and management 
efficiency in government and decrease 
government overheads. A comparison of 
government consumption (GC per cent GDP) 
across the 28 countries indicates that 
government consumption has slightly 
increased from 12.20 per cent in 1988 to 
12.58 per cent in 1994 [World Bank 1995]. 
However, almost all high privatising 
countries, with the exception of Ghana, have 
reduced their govdi’nment consumption 
during 1988-94 period (Table 1). In spite of 
a lack of comprehensive data, thm are 
indication of water-bed effects in government 
consumption in some of the privatising 
countries. A commonly observ^ reasons 
for the absence of chwge in (he level of 
goveniment consumption is that the proceeds 
from privatisation are often used for 
politic^ly leveraged purposes and herefore 
privatisation strategies followed in the 
developing countries don't touch the 
government administrative eflicieocy. 

Pmvatisation and Domestic Investment 

The impact of privatisation on domestic 
investment is not very obvious at the 
aggregate level. The averagedomestic private 
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to ha* decnttted ftom 247 per cent hi 
~ 1988 to 23.7 per cent in 1994. Among the 
Mgh privatiien, while Aigntina, Ghana and 
Malayaia have experienced marginally 
upward trendi in domeatic invextment, the 
sharei of domeatic inveatment in other high 
privadaing countriea have either remained 
atagnam or decteaaed (Table 1). With the 
excepdon of Oiina and South Korea, the 
growth of domestic investment in other 
countries in the east Asian region are 
marginal. However, the level of domestic 
investment in Bast Asia region is higher than 
other regioni in the developing world. 

V 

Coocliidiag ObservatioB and 
Strategic Pcrqwctives 

Privatisation process in developing 
countries has gone through distinct phases 
during the past years. Even though priva¬ 
tisation as an economic strategy to improve 
efficiency of the economic system, and to 
minimise the role of government was formu¬ 
lated in the developed world as early as 
1970s, it is only during the late 1980s priva¬ 
tisation strategies were introduced in many 
developing countries. About 85 per cent of 
all privatisation transactions during 1988-95 
tocit place in developing countries and they 
shared 35 per cent of total privatisation 
proceeds. Latin America and Caribbean 
region captured more than half (56.5 per 
cent) of total privatisation proceeds genera¬ 
ted in the developing world during 1988-95, 
and about half of the privatisation transac¬ 
tions took place in Europe and central Asia. 

The pace of privatisation was rapid in all 
regions in the developing world during the 
early phase of privatisation (till 1992), 
however, since 1993 countries in eastern 
Europe and Latin America, and marginally 
in east Asia, have experienced a decline in 
privatisation as compared to countries in 
south Asia and Africa. One of the reasons 
fm a fall in the privttisation proceeds in east 
Europe and Lmin American countries could 
be due to the sale of huge SOEs during the 
early phase of privatisation. An interesting 
obserWion from the regional comparison 
of privatisation experiences is that different 
strategies follow^ by tiie regions have 
resulted in different outcomes. While the 
big-bang approach and shock therapies 
implemented by the Latin American and east 
European regions respectively have burned 
out the privatisation initiatives sooner than 
expected (the Mexico crisis and political 
instability in central Asia contributed to this 
decline in privatisation), the go-slow 
approach applied by the Asian countries has 
helped them to strengthen the level and pace 
of privatisation. 

Infrastructure privatisation is a major 
component in the privatisation process, both 


proceeds. Since 1984, the value of 
infnutnicture proceeds in the developed and 
developing countries amounted to US $ 357 
billicn. JafiaatnictuteprivBtiiatioa comprised 
about 37 per cent of total proceeds in the 
developing countries and much of this 
revenue was generated in the telecom¬ 
munication sector. Inftastfuctuie privatisa¬ 
tion has shown interesting regional and 
sectoral patterns. While Latin America and 
Caribbean r^km have shared about half of 
the total divestiture transactions and 
operations and managemem (O and M) 
agreements, the ttuyor method of privatisation 
used in Africa was management contracts. 
East Asia resorted mainly to O and M 
agreunents and mana^ment contracts. As 
compared to other infrastructure sectors, 
divestiture was employed mote in power 
sector, whereas transport sector lesoited 
mainly to O and M agreemrats. 

An often asked question is whether the 
privriisation strategies and practices followed 
in the developing world ate related to their 
economic environments. 

Even though, many of the privatising 
countries in the developing world have 
different political environments and 
ecoiXMnic compulsions, almost all of them 
have adopted the western privatisation 
paradigm. The shock therapy and big-bang 
approach followed by the east European 
countries during theirtranritionfromaontral 
economy to a matkri economy was one end 
of this continuum, (a sudden jump from the 
first phase to the fourth phase (Fig 1), while 
the institutional model of privatisation 
approach followed by countries in east Asia 
was the other etxl a gradual and phased 
pri vati sat ion process. Both these approaches 
have yielded differeiU tesults. 

The paper examines the economic 
imperati ves of pri vatisaiion widely discussed 
in the literature, such as, external debt and 
indebtedness, balance of payment crisis, 
pressures from external institutional ciediiors, 
performance of SOEs, foreign capital and 
investment inflows, role of government, and 
domestic in vestment The empirical analysis 
conduced to examine the regularity of these 
economic reasons for privatisation shows 
interesting results. 

It is observed that while privatisation 
proceeds and external debt are positively 
related, there is no statistical rdationship 
b^ween privatisation and indebtedness. A 
percentage increase in the total external debt 
stock could increase the privatisation 
proceeds by 0.4 per cent. This positive 
relationship between external d^ and 
privatisation process was obsoved in the 
case of Latin America more than other 
r^ons. An intuitive inference cotdd be the 
politicai and eoonoinic sensitivity of the total 
debt Slock ascomparedtothedebtrapaymeni 
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crisis hi ptwhhig the g o v cro meU to go in 
the Cast track of privmteatkw. Smdiei OB the 
telatiooship braween privatisatkw and 
dependency of developing countries on the 
interaational credit agencies suggest a 
positive relationship, however, our aoilysis 
couldn't support this observation. Our 
conjuncture it that it it the domestic values 
of externil debt rather than compulsians 
from international Jenden to dbive the 
process of privatisation in developing 
countries. In spite ofclear statistical absence 
of evidence on the fdatiooship between the 
type of ownership and productive efficiency 
of SOEs, there it an increasing tendency to 
use privatisation as a means to correct the 
inefficiencies of SOEs. 

An interesting inqiact of privatisation is 
the increasing inflow of net private foteigD 
poitfoliocapital and foreign direct invetuneol 
to devdofung countries. While the total net 
private foreign capital flow into devdoping 
countries has grown from US S 44 biOioa 
in 1990 to US$ 167 union in 1995,tlie flow 
patterns for portfolio capital and direct 
investment have divergent trends after 1992- 
93. New private foreign portfolio capital 
flow into developing countries has fillen 
after the Mexico crisis as co mpar ed to the 
steady increase in the flow of fofdgD direct 
investment Much of the foreign capital hai 
flown to east Asia. The high economic growth 
potemial, economic and politied stsbilUy 
and improved capital markd in east Asia 
could be some of the possible factors 
influencing the increasing inflow of foreign 
capital to this legioa. It isalsoobaerveddut 
privatisation strategies followed in the cad 
Europe have succeeded in increasing the 
inflow of foreign direct investment into this 
region. 

Rdationship between government con¬ 
sumption and pri vatisation shows no patiern. 
However, an increase in the average go vc»- 
roent expenditure during the 1988-94period 
indicates a water-bed effect, decrease in 
puUic expenditure subsidies and other over¬ 
load expenses gained through the priva¬ 
tisation strategies were nullifled by die in¬ 
crease in other areas of g o ver nm ent eiqien- 
diture. This, however, raises inlercdiiig 
issues on tile role of go verament in the pri vn- 
tisationstrategies.Whilelhewetteniptivati- 
sation paradigm recommendi a smitil and 
dficieot government, it is not very dear 
whether devdoping oaunuies have adopted 
such a paradigm. 

Privatisation has not impacted positivdy 
domestic investment indevekipingcouiitries. 
On the contrary, domestic investment in the 
m^ privatising countries hat fallen from 
25 per cent to 24 per cent during 1988-94 
period, in spile of an increase in the kMnm 
of FDI. reasons for a stable domastic 
* —T -mrm rmiiiliir that miirh nf rtir tni f—ii 
g en erai e d through privatitadon m a i e g iei 
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would have gone towards either to meet the 
budget deficitofthecountry.orthe repayment 
of external debt, or to non-productive but 
polirically pillar govonmcnl expenditure, 
or there coidd be reverse capital flights from 
the developing countries. In the absence of 
information these explanations remain 
conjuncnires. 

The analysis indicates some important 
policy implications. Privatisation in 
developing countries is influenced positively 
by the external debt and balance of payment 
crisis and the strategies implemented by 
these countries have succeeded in attracting 
more foreign private portfolio and direct 
investments. It is not known, how far this 
foreign capital flow is influenced by the 
inherent investment attractiveness of deve¬ 
loping countries as compared to the reces¬ 
sionary pressure in the western world itself. 
The fall in the flow of foreign private port¬ 
folio capital into the developing countries 
after the Mexico crisis suggests the impacts 
of liquidity market volatility on the inflow 
of foreign capital. As compared to the 
portfolio capital, a steady increase in foreign 
direct investment inflow to the developing 
countries indicates the positive investment 
potentials generated by the privatisation 
strategies. Similarly.theimpactsofincreasing 
foreign capital atxl increasing privatisation 
on the growth of domestic investment are 
not very significant and the government 
administrative and management efficiency 
during the privatisation did not show any 
structural improvement. 

This calls for a serious review of priva¬ 
tisation strategies followed in the developing 
countries. The main issue is whether deve¬ 
loping countries should follow the western 
capitalistic model of privatisation or should 
th^ seek a privatisation paradigm suitable 
to theirown political and economic realities. 
Answer to fois issue lies not only on the 
suilalnlity of privatisation methods adopted 
in developing countries, but also on the 
ideological basis of privatisation strategies 
compatible with development objectives of 
developing countries. 

STtATEGir Perspectives of Privatisation 

A bakic question that emerges from this 
overview of privatisation experiences of 
developing countries is that how far the 
western model of privatisation formulated 
by the NcwJRight school is relevant in the 
development context of developing coun¬ 
tries. Perhaps, it would be usefol to briefly 
reflect on some of the privatisation strategic 
perspectives suggested for developing 
countries. Since these perspectives are 
developed during the debt crisis of 1980s, 
these strategies focus on the relationship 
between debt and development. 

Basically, there are three perspectives; the 
system st^ility perspective prescribed by 


the proponents of New Right, the'system 
correction perspective prescribed by the pro- 
Keynesian economists, and thinly, the 
system instability penpeclive propo^ by 
the economic structuralists [Cot^ge1993]. 
The main strategy of the system stability 
perspective is bas«i on the subjective pre¬ 
ference paradigm of economic system. 
Unlike the pro-Keynesians and most of the 
structuralists, the market economists of the 
system stability perspective believe that 
individuals are essential and indivisible, and 
their liberty to exercise choice between their 
needs and resource allocations are esseiuial 
to the stability of the system. For them the 
market co-ordinates these preferences 
through its system of competitive prices and 
market equilibrium. A main contention of 
this perspective of privatisation is that the 
market provides answers to achieve 
individual liberty, freedom and other virtues 
proposed by the New Right school of thought. 
This is the typical western model of 
Thatcherism. wonders whether this 
perspective is in any way compatible with 
the imperfect market environment of the 
developing world. This is proved during the 
debt crisis in the developing world during 
the 1980s. The debt crisis and development 
issues are perceived by this school of thought 
as temporary shortfall in country liquidity 
and thmfore cyclical (Beenstock 1984J. 
However, the optimistic perspective of 
Beenstock didn’t stand the test of time and 
the debt crisis of the late 1980s became 
alarming. An empirical study done by Cline, 
however, suggested that the debt crisis 
seriously threatened the international banking 
system [Cline 1984] and thus intervention 
to correct the anomalies are found essential. 

The system correction perspective sug- 
geststhatdevelopingcountriesare becoming 
more open and they have to face the 
challenges of globaiisation with sensitive 
corrections. Markets, to this perspective are 
usually desirable but they are imperfect 
irtstitutions, as such markets are prone to 
failure at least in the short and medium 
terms. This school believes that this is true 
in the international economic and political 
affairs. The main policy prescriptions offered 
by this school of thought of which Sachs is 
one of the main proponents, is fast economic 
growth in the wt^ economy, strocturaf 
adjustment in the developing countries 
following a flnancial time-plan between the 
lenders and borrowers, and the development 
of financial instniments which can mhance 
local processes of debt forgiveness and debt 
write^wns [Sachs I98S]. 

A third approach to the problem of debt 
management and development perspective 
is the system instability perspective which 
refuses to exaipine debt crisis except in terms 
ofawideranalysisofcertaincrisistendencies 
within the global political system. The defat 

1 
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crithUthussymptotndicaradeqjerintdaiM. 
This perspective U more stnictural in nMure 
and their prescriptions are influenced by the 
Marxian and radical political economic 
thinking. 

A main concern emerging from a review 
of literature on privatisation is that often 
privatisation process is discussed within a 
narrative framework. Sinqe privatisation is 
the result of economic and political dynamics 
it is veiy essential to articulate it within the 
development perspectiveitself. International 
experiences suggest that while the developed 
economies have more or less opted for the 
system stability perspective, developing 
countries have bm influenced by the system 
correction perspective of development 
process. Since privatisation as an economic 
strategy has permeated the varied structures 
of economic and political decision-making 
in the developing world, perhaps, it is time 
to examine the theoretical perspectives of 
privatisation process within the context of 
developing countries and articulate the 
strategy not only in terms of selling public 
sector assets, but also as a powerful political 
economic development strategy. 

Notes 

[This paper was wrinen during the author’s term 
at the Massachusetts Institute of Technology, 
Cambridge, the US, as a visiting scholar. The 
author wishes to thank Alice Amsden, Ralph 
Cakenheimerof MITand Rainamurthi at the North 
Eastern University fbrtheir suggestions. However, 
the author is responsible for all the limiutiani.] 

1 The Tiruhandanstalt has privalised 12.000 
units in the former East Gennany since 1990 
for an approximate value of US $ 28 billion. 

2 PrivWisation in this paper is defined as the 
complete or partial transfer of control over 
public assets lo private sector in exchange for 
a paymM and it does not include sales with 
transactions less than US $ 30,000, divestitures 
by means of complete closing down' of 
operations and voucher privatisation. 

3 An erqrert committee set up by the government 
of India to review the methodology of 
measuring saving and investment in the 
economy observes that “H is anomalous that 
while foreign investment has increased, saving 
and investment rates have either declined or, 
at best, remained stable. The central question 
if where is all the FDI going? The commiitee 
observe, since all foreign invesunem constitutes 
income, it should be reflected either in saving 
and invcstmcM, in consumption or then as 
“capital flights'' (TTie Tunet of Mia, October 
IS, 1966). 

4 CountrieslistedinTaUelaieihemainpriva- 
tisen in the developiag world. Iheie countries 
together generued US $ 107.4 billion from 
privatisation during the 1988-93, which 
constituted about 93 per cent of the total 
privatisation revenue of the developing 
countries. 

3 Even though new Investment is not 6ae of the 
privatisation techniques, new invesimeoi 
protect in iniiaiinicture is a pxid huBcalar of 
the sectoral Impacts of privatisation. 
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6 Since lUt paper li baaed oa a eract country 
lualyida for aimiiw coonttiet diacuiaed in ihii 
paper, tiua lelstioaaUp is not Mparaaely itiidied. 

7 V^iile the Baker plan proposed ecmioinic 
wiyuitiiieat with growth, die Brady plan focused 
on a maricet menu of debt wtliodowos. 

S The World Bank baa defined indebtedneas 
niloa baaed on three sets of criteria: hilure 
debt service, discount rates and macro 
economic vmiables. Countries are clasiiried 
into high, medium and low levels of 
indebtedness based on two sets of ratios, the 
present value of total debt servioc/gross national 
product (PV/CNP) or present value of total 
debt servicefespoitt of goods and services 
(PV/xeS). The present value of total defat 
is calculated for a debt service payment 
stream of 40 years for the inteiest rules char¬ 
ged by Ihe OECD crNintiies and these rotiots 
ore computed as a three-year average. Coun¬ 
tries are classified as high indebtedness if 
PV/XGS>220 per cent or PV/GNP>gO per 
cent, medium indebtedness for 132 per cent 
>PV/XGS<220 per cent or 80 per cent > PVf 
GNP<48 per cent and less indebtedness 
for PV/XGS < 1.32 per cent or PV/CNP < 48 
per cent [World Bank 1996b: 41-42). 

9 Countriesaieclasiiricdhighorlowprivatiscis 
based on the percentage of privatisation 
proceeds os peiceniage of GNP. Countries 
clnssiried as high privalisers if privatisation 
(PR/GNP) is more than 3 per cent, medium 
for I percent < PR/GNP <3 per cent and less 
privotiseni if the ratio is less than I per cent 
[IFC 1995). 

10 We don’t have a iheoiy of csiernol debt from 
this institutional perspective, except to assume 
that it is a vciy plausible hypothesis from Ihe 
perepective of developing countries. Often the 
domestic perception of external debt is that 
It is undesirable to he indebted to foreign 
countries. Both (he niling parties and those in 
thcopppsitionattcmpttotaiccpolitical mileage 
out of this js.sue. Review of media in the 
developing countries suggest that they hammer 
on Ihe total external debt stock nuherlhan the 
indebtedness to impress upon the public the 
seriousness of the crisis, often foigeiiing 
that debit by itself is nut a problem, rather it 
is needed for leveraging economic growth, it 
IS Ihe ensis of loan repayment which should 
he at the centre of this discussion. We would 
like to describe this interpretation of EOT os 
the institutional hypothesis of debt. Our 
conjuncture however should be tested with 
more cnss-nnintry-iime series data. 

11 To take the case of India, the total internal debt 
to GDP v/os 61 per cent,in 1993-94 and the 
ratio for the total liabilities including Ihe 
external liabilities of the centre was about 67.7 
per cent for the some year. It is argued that 
while the need to control government debt 
cannot be denied, a more important concern 
should be the underlying fiscal situation, the 
puipose for which the borrowed funds ore used 

' (EcrmiHniV and P'tliiical Weekly Editorial, 
1995). 
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Rs. 750/-. The awardee will also receive a certificate of merit. 
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K. B. Pathak 
President, lASP 
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fHE FUJI BANK,LIMITED 





MUMBAI BRANCH 




{Incorporated in Japan with Limited Liability) 



BALANCE SHEET AS AT 31ST MARCH. 1997 

PROFIT AND LOSS ACCOUNT FOR THE 16 

_ 


__ 1 

MONTHS ENDED 31ST MARCH. 1997 

(Rupees) 

(Rupees) 



As on 



Period Ended 


Schedule 

31-03-1997 


Schedule 

31-03-1997 

CAPITAL Ara> UABILITIES 


I INCOME 



Capital 

I 

708,566,638.00 

Interest earned 

12 

35,702,464.58 

Reserves and Surplus 


Nil 

Other income 

13 

2,028.711.68 

Deposits 

2 

62,645,294.85 




Borrowings 

3 

91.000,000.00 

TOTAL 


37,731.176^6 

Other Liabilities and 






Provisions 

4 

104,420,125.25 




TOTAL 


966,632,058.10 

11 EXPEra»rURE 






Interest expended 

14 

2.276.050.87 




(Operating expenses 

IS 

86,426,171.14 

ASSETS 



Provisions and contingencies 

642,981.25 

Cash and Balance with 



TOTAL 


89345,2«3J6 

Reserve Bank of India 

5 

11,134,852.76 




Balances with Banks and 






Money at Call and 






Short Notice ' 

6 

95.395,801.92 

m PROFIT/LOSS 



Investments 

7 

46,301.785.00 




Advances 

8 

518,184.432.32 

Net loss carried over to 



Fixed Assets 

9 

18,553,666.19 

Balance Sheet 


(51,614,027.00) . 

Other Assets 

10 

277,061,519.91 




TOTAL 


966,632,058.10 

IV APntOPRlAHONS 


Nil 

Contingent Lialnlities 

11 

275,391.852.57 




Bills for Collection 


96,158,968.26 




Notes to Accounts 

16 


Notes to Accounts 

16 


1 Notes and Schedules to the Accounts fonn an im^ral part of 

Notes and Schedules to the Accounts form an integral part I 

Balance Sheet. 



of Profit and Lots Accoum. 
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Mi THE FUJI BANKAIMITED 

MUMBAI BRANCH 

(Incorporated in Japan with Limited Liability) 


SCHEDULES TO THE BALANCE SHEET 


(Rupee*) 


As on 
31-03-1997 


SCHEDULE 1 - CAPITAL 

(Capital Remitted by Head Oflke 
(inodes a sum of Rs. 20,00,000/- kept 
witli the Reserve Bank of India under 
Section 11(2) of the Banking Regulation 
Act, 1949) 

TOTAL 

SCHEDULE 2 - DEPOSITS 
A I Demand Deposits 


,566,638. 


7e8,S66,638,M 


I Demand Deposits 


(i) from banks 

Nil 

(ii) from others 

24,728,806.02 

TOTAL (I) 

24,728,806.02 

11 Saving Bank Deposits 

44,691.33 

TOTAL (II) 

44,691.33 

III Term Deposits 


(i) from banks 

10,000,000.00 

(ii) from others 

27,871,797.50 

TOTAL (III) 

37,871,797.50 

TOTAL a. U and IH) 

6234539435 

(i) Deposits of branches in India 

62,645,294.85 

(ii) Deposits of branches outside 


India 

Nil 

TOTAL (i and U) 

6234539435 


SCHEDULE 3 - BORROWINGS 

I Borrowings in India 

(i) Reserve Bank of India 
(h) Other banks 

^i) Other institutions and agencies 

n Bonowinp outside India 
TOTAL a ud ID 

Secured borrowing included in 
I A n above 


NU 

91,000,000.00 

Nil 

Nil 


yijMMtMl 


SCHEDULE 4- other LUBILITIES 
AND PROVISIONS 

I Bills payable 

II Inter-office adjustments (net) 

III Interest accni^ 

IV Others (including provisions) 


(Rupees) 


As on 
31-03-1997 


Nil 

NU 

154,572.52 

104,265,552.73 


TOTAL (1. n, in and IV) 104,420,125,25 


SCHEDULE 5 - CASH AND 
BALANCES WITH RESERVE BANK 
OF INDIA 



I Cash in hand 

(including foreign currency notes - Nil) 

II Balances with Reserve Bank of India 

(i) in Current Accounts 

(ii) in Other Accounts 

TOTAL a and II) 


SCHEDULE 6 - BALANCES WITH 
BANKS AND MONEY AT CALL AND 
SHORT NOTICE 

I In India 

(i) Balance with banks 

(a) in Current Accounts 

(b) in Other Deposit Accounts 

(ii) Money at call and short notice 

(a) With Banks 

(b) With Other Institutions 

TOTAL (i and ii) 

II Outside India 

(i) In Cunertt Accounts 

(d) In Other Deposit Accounts 

0ii) Money at call and riioct imtioe 

TOTAL (i. U mtd iii) 

GRAMl TOTAL H msi H) 


83,680.40 

11,051,172.36 

NU 


11,134352.76 


75,044,785.17 

Ml 


75344.785.17 


20351.016.75 

Ni 

rai 


20351316.7S 
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ii THE FUJI BANK, LIMITED 

MUMBAI BRANCH 

{Incoijforated in Japan with Limited Liability) 


SCHEDVUSS TO THE BALANCE SHEET 


(Rupees) 
As on 


(Rupees) 
As on 


31-03-1997 


31-03-1997 


iCHEDUU 7 - INVESTMENTS 


SCHEDULE 9 - FIXED ASSETS 


Invesunents in India in 
0) Government securities 

(ii) Other aiqnoved securities 

(iii) Shares 

Qv) Debentures and bonds 

(v) Subsidiaries and/or joint ventures 

(vi) Tteasufy bills 


Nil 

NU 

Nd 

Nil 

Nil 

46301,783.00 


I Premises 
Opening Balance 
Addons during the period 
Deductions during thn period 
Depreciation to date 

TOTAL 

II Other Fixed Assets 


Nil 

13,666,336.21 

Nil 

(603,768.17 ) 

13,060388.04 


lUTAL CatOSS VALUE 0. h. iii. iv. v & vi) 


46301,783.00 


LESS: Depreciation on above 
TOTTAL NET VALUE 


_m 

46301,783.00 


(including furniture and fixtures) 
Opening Balance 
Additions during the period 
Deductions during the period 
Depredation to date 

TOTAL 


Nil 

11,883,725.34 

Nil 

(6390,647.19 ) 

5,493,078.15 


Investments outside India 


Nil 


GRAND TOTAL a * ID 


1MS3366.19 


TOTAL 

GRAND TOTAL (I ft H) 

mEIHJLE 8 > ADVANCES 

(i) Bills purchased and discounted 

(h) C^ash credits, overdrafts and 
loans repayable, on demand . 

(iii) Term loans 

TOTAL 

(i) Secured by tangible assets 

(u) Covered by Bank/Govemment 
Guarantees 
(iii) Unsecured 

TOTAL 

I AdvatKcs in India 
G) Ptioriqr Sectors 
(h) Public Sectors 
0ii)Baidai 
Ov) Others 

TOTAL 

n Advances outside India 


Nil 


46301,785JO 


SCHEDULE 10 - OTHER ASSETS 

I Inier-t^Bce adjustments (net) 

II Irtterest acctu^ 

HI Tax paid in advance/tax deducted 


Nil 

3,480,383.91 


6,103,412.30 

334318300.32 
177362.71930 

518,184^3232 

463.184.432.32 

S3,000.000.00 

Nil 

518384J3232 

MI 

Ml 

Ml 

518.184A3232 

518484^43232 

_ 


MI 



at source 

IV Stationery aitd stamps 

V Non-banking assets acquired in 
satisfaction of daims 

VI Others* 

647,407.00 

Ml 

NU 

272,933327.00 

TOTAL 

277J61319J1 

* Includes Loss for the period 
amounting to Rs. 51,614.027.(X) 



SCHEDULE 11 - CONTINGENT 
UABlLtllES 
I CUms ngainst the batft 
not acktMwIedged as debts 
U Liability for partly paid inve s tm en ts 
in Liabili^ on account of outstanding 
fonmtd exchange contiBCts 
IV Oiiaraginni given on behalf of 


NO 

Ml 

Nil 


(j 0 In India 
Cb) OatiUe India 

V Aoccptanoes, —*« and 
other obllgattons 

VI Other itera fiv whkb dke bank 
cmdingeady Uafale 

TOTAL 


6327358.00 

Ml 


to 


269364394.37 

Ml 


27539135237 


TOTAL 

CaUND TOTAL (CI ft C BD 

































B THE FUJI BANK,LIMITED 

MUMBAI BRANCH 

{Incorporated in Japan with Limited Liability) 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT 


(Rupees) 

(Rupees) 



For the 



For the 



Period Ended 



Period Ended 



31-03-1997 



31-03-1997 

SCHEDULE 12- INTEREST EARNED 


SCHEDULE IS - OPERATING 


I 

Imercst/discount on advances/bills 

21,429,922.53 

£XPIIsN5l£S 


II 

Income on investments 

1,176,511.18 

I 

Payments to and provisions 


III 

Interest on balances with Reserve 

Bank of India and other inter-bank 
funds 

13,093,255.36 


for employees 

8.429.855.31 




11 

Rent, taxes and lighting 

40343480.52 

IV 

Others 

2.775.51 




TOTAL (I, II, HI and IV) 

35,702y464J8 

III 

Printing and stationery 

745,757.11 

SCHEDULE 13 - OTHER INCOME 


IV 

Advertisement and publicity 

225.481.85 

I 

Commission, exchange and brokerage 

1,671.949.07 

V 

Depreciation on bank’s property 

6.9%.41S.36 

11 

Profit on sale of investments 

Nil 




III 

Profit on revaluation of investments 

Nil 

VI 

Director’s fees, allowances and 


IV 

Profit (» sale of land, 
building and other assets 

NU 


expenses 

m 

V 

VI 

Net Profit on exchange transactions 

356,762.61 

VII 

Auditor't fees and expenses (innhiding 
branch auditor’s fees and expenses) 

230,00030 

Income earned by way of dividends 
etc. from subsidiaries/oompanies and/or 
joint ventures abroad/in India 

NU 

vni 





Law charges 

UIS.929.75 

vn 

Miscellaneous Incnne 

NU 

IX 

Postage. Telegrams, Tefepbones, etc. 

235737737 





TOTAL 

2,028,711,61 







X 

Repairs and maintenance 

14)835630 

SCHEDULE 14 - INTEREST EXPENDED 





I 

Interest on deposits 

1,138341.87 

XI 

Insurance 

209.13839 

n 

Interest on Reserve Bank of India/ 
inter-bank borrowings 

1,137,209.00 

xn 

Other expenditure 

23354379.48 

m 

Othen 

m 

t 




TOTAL 

247639837 


TOTAL 

8632U7U4 


, 




t 


Beooomte and PaiUeal Wokly July ,5,1997 


ms 
















i I .1 


THE FUJI BANK,LIMITED 

MUMBAI BRANOl 

(Incorporated in Japan with Limited Liability) 


Schedule 16 - Notes Fonning Fut of the Accounts for the Period Ended 31st March, 1997 

L SIGNIFICANT ACCOUNTING PtH^ICmS: 

1.1 Geneial: 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory 
provisioiu, the generally accepted accounting principles, practices prevailing within the banking industry in the country. 

1.2 Revenue Recognition: 

Income/Expenditufe is accounted on accrual basis. 

1.3 Transactions Involving Foreign Exchange: 

Transactions during tM year have been traruUted at the exchange rate prevailing on, the date of the transactions. 
Monetary assets and liabilities have been translated at the exchange rate prevailing at the close of the financial year 
as specified by the Fdreign Exchange Dealer’s Association of India [FEDAI] and the resultant gain or losses are recognised 
in the Profit and Lpss Account. 

1.4 Investments: 

All investments in approved securities are classified into “cunent” investments and are valued at the lower of cost 
or market value. In case of unquoted securities, nuuket value is determined on “Yidd to Maturity” (YTM) basis as 
per the norms laid down by Reserve Bank of India. 

1.5 Advartces: 

Advances are stated net of provisions for doubtful advances, if any in accordance with the noma prescribed by the 
Reserve Bank of India. 

1.6 Fixed Assets and Depreciation: 

A) Fixed asseu are stated at thdr historical cost less depredation. 

B) Fixed assets are depreciated on Redudng Balance method at the rates determined by the Management, which are 
generally higher than those prescribed in Schedule XIV of the Companies Act, 19S6 except computers and Premises. 
The aforesaid rates of depreciation ate as follows: 


Premises 

» 

4.8% 

Centralised Airconditioner (included under Premises) 


14.2% 

Fire Alarm system (included under Premises) 

Elenronic Data Processing Equipmeni/Non-centralised 

9 

20 .6% 

AirconditionenA'ehicles 

9 

31.9% 

Office equipment 

9 

36.9% 

Mobile storage unit and Fixtures 

9 

14.2% 

Assett costing below Japanese Yen 200,000 

9 

100 .0% 


Q Depreciation on assets acquired/disposed during the year is provided oa pro rata basis with reference to the month 
of addibon/disposal. 

D) The expenditure incurred for additiotu/nnodification to leasedAenanted pr emi ses are capitalised and the depreciation, 
on the same, is provided as mentioiied in (B) above. In the year of expiry of the leaseAenancy the written down 
value of the assets are fully depreciatedAvritten off. 

1.7 Staff Benefits: 

The bank has taken a group gratuity policy with The Life Insurance Corporation of India (LIC), for payments towards 
gratuity funds. Aruuial contribution as determined by LIC of India are charged to the I^fit and Loss Account. 

1 CAPITAL ADEQUACY: 

The Capital to Risk AsseU Ratio of the Bank as on 3Ixt March, 1997 as computed under Reserve Bank of India guidelines 
is 82.82% 

B N(m reRFORMlNG ASSETS (NPA): 

There are no NPAs and the percentage of net NPA to Net Advances i^Nil. 

IV OTHER UABIUTIBS AND PROVISIONS: 

The amount of piovisioas made for various purposes and other Uabilities are as follows: 


a) 

Provisions made towards NPAs 

NU 

b) 

ProvisMMis made towards depreciMion in value of investments 

NU 

c) 

Proviaioos towards Income Tmx 

NU 

d) 

Provisioos towards Interest Tax 

Rs 642.981.23 

e) 

Other liabiUtiet 

Ra IQ3.777.144.Q0 

Total other liabilffiet and ptovisiont 

RsltMMJlSJS 














THE FUJI BANK,LIMITED 

MUMBAI BRANCH 

{Incorporated in Japan with Limited Liability) 


V TIER n CAFTTAL: 

There U no tubotdinated debt railed as Tier II capital. 

VI As required by the Accounting Standaid-6 on Depmiation Accounting and Accounting Standard-10 on Accounting of 
Freed Asi^, istued by the Institute of Chartered Accountants of India, the details are disclosed as under 



Gross Block (At Cost) 


OcDreclation 

Net Block 

Particulars 

Opening 

Balance 

Addition during 
the year 

At At 

31/3/97 

Opening 

Balance 

For the Total upto 
Period 31/3/97 

As at 

31/3/97 

Premises 

- 

13666356.21 

13666356.21 

_ 

605768.17 605768.17 

13060588.04 

Other Fixed Assets 

{Including furniture and fixtures) - 

11883725.34 

11883725.34 

- 

6390647.19 6390647.19 

5493078.15 


VB This being the first year of operation of Mumbai Branch, previous year figures have not been given. 
FOR SCHEDULE 1 TO 16 
As Per Our Report of Even Dale Attached 
For and on behalf of 


KHIMJI KUNVERJI & CO. 
Chartered Accountants 
Sd/- 

SHIVJl K. VIKAMSEY 
Partner 

Place; Mumbai, 

Date: 23 June, 1997 


For 

THE FUJI BANK, LIMITED 

Mumbai Branch 

SOI. 

T. TAMAKI 

General Manager, Mumbai Branch 
& 

Chief Executive OfTicer, India 


Audilors* Report on the Indian Brarreh of The Fuji Bank, Limited situated at Mumbai 
under Secdoa 30 of the Banking Regulation Act, 1949 

We have audited the atuched Balance Sheet of the INDIAN BRANCH of THE FUJI BANK, LIMITED situated at Mumbai 
as at 3Ist March, 1997 and also the annexed Profit and Loss Account for the period ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sectioot (I). 
(2) and (S) of Section 211 and sub-section (S) of Section 227 of the Companies Act, 1956. the Balance Sheet and the Profit 
and Lots Account t^ether with the notes attached thereto are not requir^ to be and are not drawn up in accordance with 
Schedule VI to the Companies Act. 1956. The accounts are, therefore, drawn up in confomiiiy with Forms ‘A’ and ‘B' of 
the Third Schedule to the Banking Regulation Act. 1949. 

We report that: 

1. We have obtained all information and explanations which to the best of our knowledge and belief were n e c e ss ary for the 
purpose of our audit and found them to be satisfactory; 

2. The transactions which have come to our notice have been, in our opinion, generally within the powers of the Indian 
Branch of the Bank: 

3. In our opinion, proper books of accounts as required by law have been kept by the Indian Branch of the Bank lo far 
as appertrs from our examination of these books; 

4. The aMve mentioned Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with by thia 
report are in agreement with the books of account; 

5. In om opirdon, and to the best of our informatioo arul according to the explana t ions given to us, subject to: 

• Uie Accounting of foreign currency transactioni referred to in Significam Accountimi Policy 1.3 not confotmiag 
to the Acet^ung Standard - 11 “Accounting for the Effects at Changes in Foreign iSichany Rate” isstwd hy the 
Insdtntcr of 'Chattered Accountants of India and the disclosures requiroil umder the said standasd not be^ given; 
the Balance Sheet and'Profit and Loss Accotmt, together with the notes thereon, give the informalion leqmred the 
Companies Act 1956. in the manner so required for Banking Companies and on such basis the saM Balance Sheet gives a 
true arul fair view of the state of affairs of the Indian Branch of the BarUc as at 31sl March, 1997 aiM in case of Proth arul 
Loss Account gives a true and fair view of the Lou of the Indian Branch of the Bank fOr the period ended on that date. 

For and on behalf of 
KHIMn KUNVHMI R CO. 

Chartesed 

Place: MmhbaL 
Oma: 23 June. 1997 


SHlVnK.VIKAManf 


J 
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Booby-traps on the YeUow Brick Road 

Education and Adults 

Peggy Mohan 

//I rAf structured world of education as schooling as in the rest of the system, those who teach are ‘divorced’from those- 
who-learn. The thinkers of new thoughts are outnumbered by, and shut out from, the packagers ofthese thoughts who must 
reconcile this new and dangerous knowledge to the demands of the system. And those who implement official agenda 
become a generation removed from the original reasoning behind the agenda. An underclass of learners has ceased to 
believe, and is dropping out, reverting to its earliest programming and is finding realistic ways of looking tffier itse^. 


Clobaluation hai led to a bizane generalised 
frameof mind here, there,everywhere; forget 
the world, luck yourself in... It is, in 
consequence, a dull, dull world. The same 
package of economic and social policies is 
getting prescribed for country afkn country. 
Each and every nation is being cajoled into 
the whiningly identical docnine; be self- 
sedting; think in terms of only your own 
private gains and losses; it does not behoove 
you to get involved in silly intricacies as 
those of social costs and social benefits; you 
take care of yourselves, while society will 
fend for itself; in fact, the more self-seeking 
you are, the more blatant the profit-seeking 
you tender yourselves to, the loftier is the 
pinnacle of prosperity. 

-Ashok Mitra, October 4, 199.4, 
The Pioneer, p 8. 

Timid men prefer the calm of despotism to 

the tempestuous sea of 

liberty. 

-Thomas Jefferson 

LONG long ago, around the end of the last 
Ice Age, there evolved upon this planet a new 
sort of species; humans. What was special 
about these creatures was that they were not 
bom, ever, with all the factual knowledge 
they would need to help them survive. This 
new species could anticipate and prepare for 
variety and change by not closing off its 
options, by not relying on hardwired 
information. What was genetically hardwired, 
instead, was a set of instincts and strategies 
to guide people towards that particular 
knowledge that would be right for the 
peculiar circumstances each individual 
would be bom into. This bioprogramme 
took into account all possible repre¬ 
sentational systems, or languages, that 
humans had evolved in order to com¬ 
prehend their world, but by giving no 
surface details, it gave people the ability 
to master any of these systems that they 
were exposed to before the age of six. 
For the first time on planet Earth innate 
knowledge would not be a destination. It 
would be the path itself! 

In other words, the endless road, and CMir 
journey along it, have both been a part of 
our very lel ves for as long as we have existed. 


Human beings are innately im'^led to seek 
knowledge, because that u what we do’. 
People leam: mostly wIkji we are very young, 
but learning continues, less disruptively, 
throughout our lives. It is genetically 
impossible for people to be against learning 
what they feel ciiey need to know. 

Bifurcation 

At the edge of all the simple balanced 
worlds our programming is tuned to, we 
reach a turnoff, and the landscape changes 
dramatically. This is achangeof scale, where 
the world of face-to-face interaction and 
instam feedback gives way to the one-way 
screen-to-viewer world of the mass market. 
We have entered the urban landscape of the 
’system’: the modem nation state. The key 
feature of the system is its awesome sire, 
because it is this sire that demands its comfdex 
stmeturatioa Such a large world cannot be 
self-regulating: it must be managed. 
Therefore, we get specialisation, and onc- 
way-ness, and division, and inequality. The 
managerial and professional elites soon 
become a world unto themselves. In the 
name of efficiency. 

The nation state, like any small communily, 
is identified by a single code of communi¬ 
cation. This language does not coalesce from 
the various local languages, but is simply 
oneofthecontending codes, theoneassociatod 
with the epicentre of commercial powo', and, 
if possible, with international linkages and 
connotations of traditional power. The other 
languages in the mnning must be abandoned 
mice this single choice is made. The point 
here is that in this process of ‘streamlining’, 
the system’s size, sophistication and modernity 
do not entail the slightest democratic 
tendencies. Left to itself, this system would 
be totalitarian. What keeps it from being so, 
what keeps it democratic, is the jiolitical 
process, which al lows oidinaiy people to assert 
a balance of power and intervene in the name 
of the humai condition. ^ 

Inthedomainofechication the phase change 
to nation state means that thore who must 
learn will no longer do so in one-to-one 
interactions within the full age spectrum of 
their families. Horizons have opened, and 
learners now have access to much more 


knowledge, and have far more career options. 
But the price of this is the growth of a 
schooling system where young people are 
sequestered away from their families for 
most of the day, most days, and treated in 
age-graded ‘batches'. This, more than any 
other social change, ruptures traditional 
society, .and the replacement of family 
structures with broad exogenous age groups 
probably plays the greatest role in creating 
the new ‘^ucated’ society. Because 'being 
educated' is about identity, and group 
membership, more'than about literal 
‘knowledge’. Traditional societies change 
maximally when all chiIdten are sent to school. 

In the structured world of education-as- 
schooling, as in the rest of the system, 
antithetical balance is achieved through 
‘divorce’. Those-who-teach are ‘divorced 
from those-who-leam. The thinkers of new 
thoughts are outnumbered by, and shut out 
from, the ‘packagers' of these thoughts who 
must reconcile this new and dangerous 
knowledge to the demands of the system. 
And those who implement official agenda 
become ‘a generation removed’ from the 
original reasoning behind the agenda. And 
responsibility gets shifted further down the 
road. Insulated from ground reality, the 
information that is taught in the schooling 
system acquires the sheen of inflexible truth. 
'The open road begins to dose. For the 
managers on centre-stage, we have ‘arrived’. 

When the comparatively benign world of 
the nation state gives way to the post- 
Newtonian world of the globitl megasysiem, 
space and time begin to play tricks on,us. 
Dedsions from above, too, get divorced, in 
space and time, from their consequences on 
the ground. Indeed, some consequences are 
actually ‘absorbed’ below and never see the 
light of day. But the negative fallout is 
building up, invisibly, below the threshold 
of anyone’s perception. And one fine day 
people stop caring, and the system itself gets 
rejected, because its rewards are too remote, 
and its relevance too much in doubt The 
surfacing of the problem is sudden. At this 
phase of existence gradualistic transitirm is 
gone. An underclass of learners has ceased 
to believe, and is ‘dropping out’ reverting 
to its earliest progranuning, and is finding 
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realistic ways of looking after haelf. The 
system Ims overplayed its hand. 

BALANCG>OI>-P0WEa 

So, the two protagonists in the drama of 
education and indeed, human society are; the 
leamen, who, wc often foiget, are going to 
leant something regaidles, and the 'arrived' 
system, whose prime demands are smooth 
functioning, and no surprises. It is the con- 
.tradiciion in their basic objectives that brings 
the enterprise to life. 

The depiction of life as a tense and ener¬ 
gised balance between forces of patriarchal 
conservatism and forces of tremulous 
anarchy, grappling eternally, is a feature of 
many old societies. Old societies are those 
that are supposed to have learned, by now. 
that deviating in any direction too far from 
balance puts a strain on the fabric of the 
society. Ihis insight is the fruit of wisdom, 
not of narrowly-focused inte-lligence. This 
thinking has tra^tionally been the job of those 
who have had long lives to reflect back on, 
and who value the insights of evening time. 

In India the forces of patriarchal con¬ 
servatism are known as 'jnana', which 
literally translates from the Sanskrit as 
‘knowledge’. Knowledge, here, is flxcd and 
immutable; 'akshara', the world of alphabetic 
symbols that allow us to carve knowledge 
immortally but unevolvingly in rock, in 
ancient India, it was thought that works of 
‘literature’ would suffer if reduced to writing; 
writing was meant only for mundane things, 
like business transactions, or balance sheets. 
Stories, poems, works of art, prayers, 
children's lessons; all needed the freedom 
of orality to keep alive and evolving. 

Jnana, like the western .scientific method, 
hasn't a clue as to how knowledge appears 
in the first place. Its job is only to judge the 
material before it, and to preserve whatever 
benefits the system and protect the system 
from the total disorder of whimsical change. 
And the force;^ of tremulous anarchy in the 
world are known as ‘bhakti ’, which translates 
from the Sanskrit as ‘devotion’. Anarchy, 
disruptive as it is to the system, must have 
ii place, because it is an expression of love. 
Tlie strange point here is that the worlds of 
jnana and of bhakti 'care for' each other. 

It is the forces of bhakti that bring all- 
things-new for jnana to judge and preserve. 
Because it is bhakti that represents those in 
the society whocould not possibly be satisfied 
with the-way-things-are. So, out of bhakti’s 
feelings of opposition to jnana comes the 
open-endedness ami self-renewal that keep 
things alive rather than merely preserved. 
Because life is about growth, and risk, and 
surprise. In ancient and medieval India, the 
thinkers of new thoughts were meant to be 
beyond the domain of caste rules, or gender 
rules, and were actually protected in their 
excesses. Rules about caste and genderroles 


•Pfdied only within the world of jnmaaad 
its cqjtive populationi. 

This balance of power between jnana and 
bhakti is not meant to be a permanent living 
stalemate, where the needle must stay poised 
on dead centre. The balance is more complex. 
Societies, mostly, want adult things of the 
world of jnana, like stability and continuity. 
People are not impelled to trudge unstop- 
pingly up an incline of learning and deve¬ 
lopment. What they seek are stable niches, 
from which they venture on only when those 
niches cease to be safe refuges. Development 
is only a quest after stability. Change is 
actively sought only when sudiilily is threa¬ 
tened. Development, in the modern sense, 
enters the picture when subsistence villages 
cease to be havens of peace, comfort and 
dignity and are reduced to being backwaters 
of poverty and disenfranchisement. Deve¬ 
lopment is a form of migration out of hell. 

Bhakti, then, is a good metaphor of the 
standby energy that has to be there on tap, 
available to resuut a system should the lights 
go out. Bhakti is the eneigy that underwrites 
mankind'sexplorations and periodic ‘jumps' 
to new levels of equilibrium when current 
slates of balance get discredited. Bhakti is 
the surfacing of that unique adaptive option 
to learn, scrap what lo^ to be dead-end 
routes, and change course sharply. It is 
needed, but only when something has gone 
seriously wrong. Otherwise its high-voltage 
high-risk searching out of options is sub¬ 
versive and disruptive, and it has to be held 
In check, frustrated, and deliberately 
squandered. The result is that natural balance 
involves very wide swings. And this can 
make it hard to see whether things are going 
right, or if they have gone wrong. 

When humankind must pass through a 
phase of dominant j nana. with its conservatism 
and its blocking oITof new options, tremulous 
creative energy will naturally be out, but ii 
will seek its ways to surface. And wc know 
where we arc. Now imagine a phase where 
new options and ideas are not merely shut 
out, but felt to be replaced by a compliant, 
vacuous intensity. Hype. At face value the 
energy levels look like those of a period of 
bhakti. But on closerexamination, thecneigy 
is too controlled, loo carefully channelised, 
to be a disruption to the system, and the 
energy sources arc well-paid management 
types rehashing safe ideas that have worked 
before. New ideas are absent, and those 
burning to express them ate frustrated, ^nd 
the body cannot even take action and go into 
shock, because all signals are still 'go'. 

This is the mocking scenario we now live 
in India, and indeed, the world. Amid a sterile 
conservative course charted by our elites, 
humanity is bombarded with high-voltage 
smiles and chatter that tell us that things have 
never been better, that business is booming. 
So instead of digging in for a siege, creative 


spirit* team to doubt ibemMtvc*. People are 
on the one kaad, to coneiune freely. 
Then they are mocked for gauHng weigte, 
and steered toward the market’s weight loss 
centres. People inusliwloitgerjust ‘be’, they 
must match up to umealistic modds and 
ideals that ke^ us ever struggling, ever 
'ealebiog up’. With what already exists. With 
dead ends. And we find that we have never 
been so controlled and so helpless as we ate 
now in this globa] age of style and co n sump- 
lion. The road is no longer open: it has bem 
chatted for us. Learning is steadily being 
reduced to copying and catching up. 

‘Adoitono’ Ideas 

A sterile world of jnana that would dabble 
in youthful bubbling pursuits like education 
must get its ideas from somewhere. It will 
dip into the existing pool and adopt ideas 
and strategies, and even its goals from 
somewhere else, where things have worked. 

The reasoning behind importing full lines 
of thinking goes something like this; that 
people are consumers, and given a choice 
would rather prodpcc nothing at all. That 
people are delighted to find their work already 
done for them. That ideative work is 
mysterious and dubious, since it cannot be 
generated by the laws governing jnana. That 
dirricult ideative work is impossible for an 
underdeveloped society. That socially 
complex underdeveloped societies, are 
however, essentially the same as homo¬ 
geneous developed societies were 20 years 
ago. That solutions already exist for the 
problems of developed societies 20 years 
ago: research on our own problems is merely 
reinventing the wheel. That when these 
imported ideas and models fail to work and 
transform our socteiies into facsimiles of the 
west, they themselves cannot be wrong: The 
problem is only in the implementation”. That 
the problem must lie with the poputetkms 
that refuse to be led toward imported 
solutions. That traditional societies have to 
be motivated to accept dcvclopmem. if we 
think back just a century or so, we find the 
proto-form of this aiyumcnt, in written fbtm. 
in the tracts left by the British coloniai 
government as it set about designing a 
university system for India. ‘TechnKml 
institutions for turning out engineeis must 
not engage in research", they said, “because 
natives are not capable of onginal thought". 
Accordingly, the first elite engineerii^ 
institutions were set up to produce engineeis 
for the civil service, and these mstituttens 
did not have research depaitments. Seen in 
this form, a govetnineiu decision to dis- 
encourage original research and design and 
import its bmic concepts no longer tanks 
modem or pragmatic. It is obviously a poti- ,/ 
tically-motivaied decision aimed at oosk 
taining local farces which must neoeasaiBy 
be disniptive to colonial authority, Coiuaial 



Economic and Political Weekly July S, 1997 



authority is not meant to be supportive of 
open-ended locally driven development 
without pfe-determined result It is inherently 
conservative and animated by agenda set at 
headquaners abroad. 

The British raj in India actively supported 
and groomed those sections of Indi an society 
which were concerned only with smooth 
management and an unquestioning imple¬ 
mentation of transferred techndogy. The 
result of this cynical patroiuige is ftill to be 
seen in the persistence of a ‘headless’ and 
internationally dependent elite; an industrial 
sector derived from traderinterests and mostly 
uninterested in the work of developing new 
and original products, but intent upon 
collaborations with multinatioiutls to bring 
in innovation and capitalisation; and a 
traditional craftsman sector that scrounges 
a living almost totally ignored by modern 
iiutustry. So much so, that craftsmen, along 
with farmers, have been teclassed as other 
backward castes, while the top three castes 
brahmins, thakurs (landlords) and banias 
(tradespeople) form a single interest group 
which intermarries fairly freely. Not because 
banias have been accepted by brahmins. But 
because brahmins and thakurs have been 
accepted into the centre-stage wwld of banias. 
With some tiny sops to theiregos, which cost 
nothing. The best of the brahmins and thakurs 
had been inconvenient to British powers and 
the whole lot had had to be sidelined. The 
original thinkers and creative spirits in Indian 
society were sidelined by plan. Not because 
they were not modem, but because they were 
a living alternative to British power, and 
dangerous competition. The story of inequality 
in India is the stoiy of many such stiflings of 
local initiative and knowledge over thousands 
of years of history, options that could have 
turned out to be...bet^! 

So, the administrative system in place and 
running India today derives its nature from 
that headless managerial cadre selected and 
groomed by the British to keep India running 
smoothly and without any surprises. Growth 
and change then was unimportant, so it is 
not programmed into the brain cells of the 
successors, the present Indian managerial 
elite, however much the political wing, which 
has been installed by a democratic process, 
may keep calling for it. Now, as then, the 
managerial elite is programmed to seek 
inspiration uncritically from above: even 
whn it finds itself, socially, to be the ones 
above at the present moment. And there are, 
professionally above it, now two aboves to 
choose from: the Indian political masters, 
who have some democratic obligations, and 
the most powerful people on Earth, who 
control fratn abroad and who still want only 
smooth running, no surprises, and a chance 
to extract at the cost of the Earth. 

The result is an educational system set up 
mostly according to the needs of jnana. And 


this is self-defeating, because etfcicatkMi, 
especially educatian during mqjor develop¬ 
mental surges, even at university level, is 
intended to be something youthful buMding 
and even iconoclastic. Major social change 
and transitioo from traditional society to a 
literate, homogeneous market-economy 
nation-state is fuelled not by adults, but by 
children, sequestered away fim theirparents 
intoschool classrooms and fed anew cultural 
identity. But India has not seriously set about 
the task of imposing a schooling system to 
break the inertia of the present with uni versal 
compulsory primary education. For, while 
it is true that some learning does continue 
throughout our lives, there is a big difference 
between the free-wheeling learning asso¬ 
ciated with youth, which is supposed to bring, 
major change, and the filling in of detail 
upon an established base that characterises 
adult learning. 

India has not sought to make all its children 
literate: certainly the biggest social change 
to attempt. Instead, under the vision of Rajiv 
Gandhi, it has defined literacy as a mission- 
level goal, and set up the National Literacy 
Mission, where absolutely all funds are 
earmarked fortransfbrming the li vesof adults, 
whose lives are, for better or for worse, set 
on a definite course already. Adults we are 
ready to motivate to help in the goal of 
eradicating illiteracy as if it were some hateful 
microbe infesting us from the outside, and 
which could be dosed with a pesticide and sent 
on its way. 

The National Literacy Mission is ex-officio 
under the charge of an officer of the Indian 
Administrative Services, India's elite 
bureaucrat cadre, attached as ajoint secretary 
to the central government ministry of human 
resources development. An officer with no 
previous experience of work related to 
literacy, who must become acquainted with 
the basic issues after taking charge of the 
mission. A mission that finds it unnecessary 
to arrive at a working definition of literacy 
beyond the nonsense of peasants earnestly 
writing their own names white television 
cameras roll and capture this momentous 
change. There is no technical perception of 
literacy as a phase change involving fluent 
behaviour and a capacity to encode and 
decode information at thought speed and 
participate in a larger, higher energy 
community. Because the notion of such a 
community is so emergent, so inextricably 
bound up with other empowering soci^ 
transformations, that it cannot ^cur, 
unthreateningly, in just one tiny sealed off 
domain of existence. 

Adult Education on Soaxi. Qjntxol? 

A large section of India’s car-owning 
population is appalled at the idea that 
‘uneduca t e d ’ people are finding ingenious 
ways of obtaining valid driving licences 


wMboot a period of betag a feamer, geofiv 
foratally iraioed to tblve, and iben being 
tested. They insist that this miit be a mqjor 
cause of road accidents. The context of this 
aigumeiu Is modern urinm India, which is 
now doffiinantiy a motorised society. The 
empowering transformations have already 
takn place such that if new driven do not 
already know how to drive they will certainly 
team how in a day or so. 7)1610 is no evidence 
anywhere in the world that formal training 
makes driven any safer in terms of thdr 
accident record. And the essence of the 
empowering transformation to a motorised 
society is that access can no longer be 
restricted; it has to be almost automatic. All 
the laws we can think up aimed at creating 
delays and bottlenecks, and frustrating those 
who want to drive, will simply be circum¬ 
vented. or igmued. This is the unbearable 
sense of openness and ‘everyone-ness that 
universal literacy too is supposed to produce, 
if it really is achieved. A dominantly literate 
society is, like a dominantly motorised 
society, out of control. There ha\ been a 
powershifl. 

The activity that takes place when 
development is sought without social 
transformation is bizarre. It even begs the 
question of why they even bother. But it 
seems that there is a narrow range of success 
that has to be conceded or the system itself 
gets discredited, and people wander off to 
find theirown ways. And then, too, all control 
is again lost. Conservative power lies along 
a middle path. The previous government of 
India talked smugly about P V Narasimha 
Rao’s middle path. The middle path is 
basically a carrot-and-stick strategy. On one 
flank we have state-sponsored bubbling 
encouragement to lure the untamed ones into 
the fold. Once they were inescapably there and 
dependent on reward systems they have come 
to believe in, the system exercises its judgment 
and fails the bulk of them, keeping them in 
the system, but out of power. 

So, like Pied Pipers, science ‘jathas’, or 
science squads, of apolitical young activists 
invade the villages, to trumpet the cause of 
science. The quest is not to search out basic 
forms of scientific activity and thought that 
have emerged as upshots of lives as farmers 
or craftsmciL It is not to solder a link between 
small-scale scientific activity and a larger 
enterprises of research and design that village 
people could refer to and actually invigorate 
with their own living experience. The sense 
is of a circus come to town, full of jugglers 
and soothsayers performing magic tricks, 
making the world of science seen like an 
even more remote citadel, full of certainty 
and of pet^ plugged in to a giant power 
source. And the circus ends, somewhat 
politically, on a note of derision and 
discrediting of competing systems of 
knowlet^e which have been all these people 
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have had for lolace in thehr marginallied 
existence: ‘supentition’. ‘obscuraatism’, 
IViMt in us oily’, say the 'scientiric' elite. 

The Indian adaptation of David Werner's 
momentous self-help medical book. Where 
There Is No Doctor, is disgraced by its open¬ 
ing section that patronisingly and viciously 
attacks local superstition, as if all local 
practices were equally worthleu. It is not 
that some old practices are not harmful. It 
is all in the tone of the message, a tone of 
strident attack, for on the apolitical middle 
path, the new political enemy is not another 
party but any system of knowledge that could 
block your access to a new captive population, 
by providing it with a small-scale alternative, 
by being a safety net for people who are 
frustrated and want to opt.out of the main¬ 
stream. No, these people have to stay. 

When Vish wanath Pratap Singh, the prime 
minister of India, accepted the reco¬ 
mmendations of the Man^l Commission 
and ruled that there should be a quota of 
reserved employment for other backward 
caste candidates in low-end government jobs, 
all hell broke loose. Reservation quotas 
already existed for scheduled castes 
(untouchables) and scheduled tribes 
(aboriginal and south-east Asian peoples). 
The elite was beginning to feel outnumbered, 
as indeed it was. Vested interests encouraged 
university students, almost all of whom were 
upper caste, to take to the streets in protest 
fearing that reservation in university 
admissions would come next, and that jobs 
they might actually want would also come 
next. Some agitated upper caste students set 
themselves on fire, and the news media 
piously covered it all and displayed it on the 
front pages of newspapers and in video¬ 
cassette news programmes circulated outside 
the government broadcast system, sparking 
off a spate of imitation suicides. In the end 
V P Singh’s government broke rank and fell 
from power, and the self-congratulating word 
merit became the new mantra of the upper 
castes and the upper classes. 

There is something insidious about the 
word merit, because it slyly implies that the 
evaluation system is unbiased, that those 
who have made it are self-made and not 
standing on the shoulders of huge family/ 
casle/class networks, and indeed, that India 
is doing well. Under the guise of merit, the 
elites and the upper castes shrug off all 
responsibility for the rest of the society they 
rule over. Merit does not aim for excellence, 
which would mean an opening and proli¬ 
feration of options and an atmosphere of 
fearlessness. Merit is a crude self-promoting 
device to restrict access to a finite set of 
goodies. Merit is feature of a closed, dead- 
ended society. Having captured the 
undericass Into the system, the focus shifts 
from attracting to excluding them from the 
logical destination of power. 


Tbe Indtan (jute is that top 2-or-fo per cent 
of the society that knows EngUah be^ than 
any other Indian language. Nuive-^ieaker 
competence and the right accent identify an 
Indian as eligible for the very best jot» in 
the society. Not so crudely, of course. The 
world of English acquires its association 
with merit and its class cohesion through its 
dominion over the schooling system. Not 
only did India never universalise primary 
edii ation, it also never, with all its socialist 
thcoric. ever tried to set up a system of 
neighbourhood schools such as exists even 
in the US. From the very start, the children 
of the Indian elite have gone to private boarding 
schools, orpri vateday-schools, which opersXe 
in English medium, learning the local language 
as just a separate subject Hence the children 
of the elite at school mix only with each other 
and Icaro their basic skills in English. 

One tier down, the Iruiian middle class, 
or demographically, the upper middle class, 
has also sent its children to its own private 
schools that also operate in English m^lum, 
creating great dislocation between the 
language used at home and the language 
used in the classroom. And it could break 
your heart to see little pre-school children 
emerging in shock from private English- 
medium nursery schools, into the arms of 
their anxious working class mothers. The 
first education shop on the Indian journey 
is the nursery school, which prepares non- 
middic class children foi admission tests to 
get into semi-elite schools which insist on 
English from the start. It is worth it to start 
in an atmosphere of stark incomprehension. 

The result is diglossia; children become 
adept at using one language at home and in 
the school playground. aiKl another, English, 
in formal learning. The result is often that 
Indians educated in English medium can 
use a local language easily in trivial contexts, 
but cannot write seriously in it, do not read 
novels in it, cannot read newspapers in it. 
The remainder of the society, or that part of 
it that goes to school, learns at government 
expense in local languages. The education 
in these schools is not as good as in the 
English medium sector, partly because the 
resources are less. Still, it is not impossible 
for students from the government schools to 
make it into the elite universities. However, 
it is fairly certain that any student from the 
English medium sector who wishes to go to 
a university will find a place in some 
universityoruthcr. Thepoorarenotframally 
excluded: just outnumbered, and alien to the 
culture of the elite universities. 

Some years ago, students from the 
incoming students’ orientation cell at the 
Indian Institute of Technology, Delhi, 
approached a few of us linguists and asked 
us to design informal English classes for the 
scheduled caste (formerly untouchable) 
students who had come in on reservation 


quotts. We took the idea of aaerit a Ut too 
literally, and designed daases to drill them 
in language that would enabie 

them to understand lectufes and ask questions 
in class: while the faculty of the Indian Insti¬ 
tute of Technology, Delhi, often interacts 
informally in Hindi, classes are in English. 
OuraimwastDjumpsInighttotheappiicatioos 
of English, as one would if teaching, sty, a 
group of Japanese engineering students that 
found itself in an American university. 

Within a few weeks the students got up the 
courage to ask us tojust give them conversatkm 
classes. What sort of conversation classes? 
Classes that would help them interact in 
English with the other students in the hostel 
What about lectures? They didn’t anticipate 
asking any questions in class, and would 
handle the p^lem of understanding their 
lectures somehow. ConversationclassesITlie 
roost inefTicient way of learning a technical 
language! Where had we gone wrong? 

They were right. of course, though it would 
take us a long time to see why. Perhaps they 
even knew that learning English by ounosis 
would be slow. But in an evolutionaty sense 
the slow climb up the many levels of Inditm 
English, learning and then unlearning the 
forms peculiar to each social cla.ss along the 
staircase, was the way to make this new 
competence real. For th^ were not Japanese 
students out to xerox an existing world-view 
in shades of English. They were dis¬ 
advantaged Indians nctually in search of an 
advantageous identity. An lITboy was a part 
of India's super-elite, and eligible for the 
bestjobsintheland. IfT boys knew the best 
English. So long as they didn't fail in their 
engineering studies, they must give priority 
to learning English. Because, after ^1, how 
much engineering kiwwledge could the beat 
jobs in India demaixl from them? And who 
could ask crude questions about caste 
background or family '.background of an HT 
graduate who spoke English so well? 

This is the answer to all those Indians udso 
defensively assert that we have to have 
English as the medium of the best Indian 
education because English is imernatiaoaily 
the language of science and technology. 

But perhaps this subterfuge is belter than 
saying flat out that inequiuUe systems are 
g(^, so long as ‘we’ are the ones-benig 
favoured. 

The IITs are, nevertheless, among the very 
best technological institutions in Asia, and 
the honesty of their admission system is 
legendary, so much so that an entire industiy 
of tuitions has sprung up in the market to 
coach students planning to take die IITIoitt 
Entrance Examination, which selects 
undergraduate students each year for die five 
HTs.Eachyearthecoachingschaols|uUiali / 
in the newspapers phou^rapbs of Itaekattr 
pupils in the top-ten line-up in the HT. Joint 
Entrance Examination And usuaBy et leaM 
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nine of the top ten candidates have been to 
these education shops, if only as a precaution. 

This is dead serious education, this narrow 
coaching, mote desperately on track than the 
schooling system. But even so, it operates 
on a definition of ‘merit* that is full of bias 
against ordinary Indians. Ironically, it is the 
honesty of the IIT admission system, and the 
expense involved in getting coaching for the 
examination, that place the IITs even funher 
out of the reach of ordinary Indians. 

To Market, To Market 

And it is going to get worse. Up to now 
it has not been impossible for the children 
of the non-elite to enter the best universities 
if they are truly gifted. It is a struggle and 
a sacrifice for their families, because even 
when university education in the best uni¬ 
versities is essentially free (while the worst, 
the capitation fee colleges, charge exorbi¬ 
tantly), fami lies have to meet their children’s 
small living expenses, and forgo the salaries 
they would have earned had they gone straight 
to the job market. 

But we are entering the ‘no free lunch' era 
of opening up to market forces, and the best 
universities arc increasingly under pressure 
to derive their funds from sharply increased 
fees from students. State intervention, in the 
interest of providing level playing fields for 
all conteiKters, and social safety nets for the 
disadvantaged, is now not merely unfashion¬ 
able; it is heresy! Aren’t the wretched leftists 
all dead yet? If education cannot interface 
with the hcre-and-now consumer product 
market, it must shape up or shipout. Education 
is now being asked to compete with soap 
opera for commemial support. And soap opera 
must be something good; alter all it is cheap 
and highly profitable! But can man live by 
soap alone? 

Ibc tragedy is that India is not the mythical 
.\merica we seek to copy, where loan com¬ 
panies might find a student bankable, or 
where part-time jobs in libraries, in labs, in 
hostels, as typists, or even outside the uni¬ 
versity, are easy to come by. All these little 
jobs have already been taken, by poorer 
Indians who support their families on them 
and hope to hold on to them forever. And, 
in this no free lunch era, the older tradition 
of patronage from the business community, 
of support for educational institutions in a 
far-sighted sense of social responsibility, is 
beginning to wither away. Instead of wise 
old seths, or businessmen, we now have 
cocky corporate executives who brightly say. 
parttX-like; ‘what’sinitfortis?’Andasystem 
of education that took generations for 
government support to bring to the level 
where some of its work is world class and 
independent of foreign help will degenerate 
into saying ‘yessir!’ to tall suited-booted 
brown clones of Americana seriously con¬ 
cerned with coke, pepsi and chocolate bats. 


So market forces work to close off options 
for ordinary people to enter and en^se 
India’s best universities, and will concentrate 
a powerjustifled by education in thehartds 
of an inbred, risk-averse elite. The stran¬ 
gulation of ordinary people’s potential that 
started in the unequal school sector will now 
be extended into university education, and 
non-elite students will come in lesser numbers 
to the once-great universities, and India will 
lose its yeasty leavening, that ’lift’ the elite 
cannot comprehend or value. 

Because when a megasystem closes, it 
proceeds to collapse inwardly, invisibly, for 
a long time, be^se of its own internal 
limitations. Its great mergen merge fewer 
and fewer tired old ideas, in larger and larger 
shells of hype, like a dying sun becoming 
a red giant, swelling out to many times its 
optimal size inadesperatesearchforhydrogen 
to bum as it finds itself cooling down. Until 
one fine day, the lights just go out 

The biggest threat to a lonely megasystem 
is: itself! 

The alienation and drift outside the elite 
universities of India had shown itself clearly 
by the early 1980s. Some cynically con¬ 
gratulated the government on managing to 
sequester away a highly volatile and dis¬ 
gruntled age group onto the campuses and 
turn their attention to strategies of cheating 
in examinations. Anything, onyrAmg to keep 
young people's minds off social problems 
all around them. Degrees were nearly 
meaningless, and some students were toting 
weapons, and staying on the rolls just to keep 
cheap hostel rooms. And the market had not 
yet come of age as a force to convince young 
people of their own worthlessness, and to ‘let 
out all their air’. 

Those on the top who cannot, dare not 
focus their minds on social problems arc 
doomed to cruise around looking for 
technological ‘fixes'. Thus it happened that 
the grand project to beam science pro¬ 
grammes daily to Indian college students 
first appeared as a dream one night to Indira 
Gandhi. It says a lot about the degradation 
of our academic environment that an idea 
like this, irrational at source, could be instantly 
snapped up by the University Grants 
Commission, which must have had access 
to genuine educationists sceptical of yet 
another move to promote scientific 
machismo. The point is that, like so many 
of our educational policies, it was a political 
VIP brainwave tlmi the bureaucracy was 
obliged to push through. Then camt all the 
design compromises, as the great dream was 
fitted to the existing machinery like the 
proverbial square peg to the round hole. 
Because India’s scientific machismo 
vested maximally in her indigenous com¬ 
munication satellite, and this gave a tech¬ 
nical rationale for centralised control of 
programming. India’s satellite must be used 


to dbwndnale the scientific ideology to the 
wayweid masses. 

The problem, however, was that these 
wayward messes were squarely outside the 
Bnglish-medium citulei (which was partly 
why they were seen as ‘wayward’), and thus 
they properly ought to have been c^eied to 
in many dilTerent languages, but certainly 
not in English. Presuming fora moment that 
they did need programmes on science, these 
couh) well have been made locally, such that 
each linguistic region of India might have 
catered to its own needs in science education 
via television, and beamed its own pro¬ 
grammes terrestrially. The dream might yet 
have come to something. It had even been 
suggested that India would be equally 
’scientific’ in opting for fibre-optics terrestrial 
cables as in venerating a celestial body like 
Insat. But somewhere in all the star-gazing, 
the ground-levd problem got lost. 

It was expedient, if wc had to use Insat, 
to have a single centrally beamed telecast, 
and since this would email a choice of 
Indian languages, it was decided that the 
compromise language of the programmes 
would be: English! This would allow us to 
killthreebitdswithonestonc: useoursaiellite, 
maintain central control of the airwaves, and 
utilise ’science’ as an ideological force of 
centralised government control to discredit 
and thwart pre-industrial local formations. 
So the colossal waste of money in setting 
up studios and creating programmes that 
‘went over people’s heads’, since they were 
in English, did not cause a problem. Nor 
did it cause a problem that the telecast hours 
of I pm to 2 pm with a repeat at 4 pm did 
not suit students at all. Nor did it cause a 
problem that programmes were made on an 
ad hoc mix of subjects ai producers’ whims 
such that they did not constitute a coherent 
plan of science education. For the politi¬ 
cians it was a one-shot affair of throwing 
public money down a well, and for the 
bureaucrats it was a daily exercise in prop¬ 
ping up and rationalising what could not 
now be undone. 

The image, then, is of highly distractable 
politicians shooting in the dark, and in the 
wrong direction, perhaps in a subconscious 
fear of true education and scientific thinking 
which could question a wrong-headed 
government system. Andof tired bureaucrats 
trying desperately to think positive and coum 
small gains. And of mindless minions on a 
lifetimegravy-train. Andofadreamof science 
paralysed by its own contradictions and turned 
into a predictable post-colonial exercise of 
imitating the successful societies dsroad. 

And the UGC Insitt system is still there. 
The management that has not deserted is still 
spotting rictuses of euphoria. The pnxhict ion 
staff is depressed and has defiantly begun 
to freelance. And no one geu a chance to go 
iitfo salutary shock and wondu' what is the 
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meet» daily prognuimie in English for a 
tectian of sttalents who don’t know English 
and «e lick to death of this barrage of physics 
envy. 

But no. there is moiv. Separately, in the 
image of the British Open University, we go 
and set up an Indira Gandhi National Open 
University, and with state-of-the-art equip- 
metM are busy replicating the UGC adventure, 
again in English, llie telecast time is from 
6:30 am to 7 am three days a week. The 
Japanese have selected IGNOU for the a ward 
of a brand new studio and a whole lot of the 
best equipmem. They earlier gave equipment 
grants to the studios in the UGC I nsat system. 
Their rules ptevent them from giving equip¬ 
ment support to any other sort of group 
outside IIm official ^cation sector, in tlw 
name of development The new Japanese 
studios in Delhi are now available for 
commercial hire at the highe.st prices in Iowa 

The Yellow Brick Road 

Do wild flowers still grow in this harsh 
and rocky land? 

They do. They are the ordinary people 
who run little serox shops and who have 
come to understand how to maintain and 
repair the machines they have taken loans 
to buy. They are the mechanics who love 
diagnosing and repairing cars, the last of 
their line in a world of increasingly mindless 
fitters. They are the hackers busy at computers 
that work in English, a language they never 
ever speak, miles ahead of the l^glish- 
speaking hackers in speed and competence. 
It is the office boy in a television group who 
was always desperately ready to help in 
production, and who ended up as a sought- 
after news cameraman, and who “wept, 
because there were no new worlds to coixpier’’. 

The ‘manual labour’ associated with the 
machine age and the modern world has been 
downshifted, in India, to people not trained 
for these jobs, people who don’t speak 
English. In the Him industry discussion about 
equipment, set construction, music compo¬ 
sition and recording, instructions to actors, 
cost accounting and arrangements for 
production will often take place without the 
need for English. Not out of camaraderie, 
but because the specialists involved usually 
are not people who know English. A director 
or producer who is only at ease in English 
is seriously handicapped on the production 
floor. The audience has taken over the studio! 

This labour is the people who are ttuly 
curious about technology, and eager for 
information, and the sad thing is that they 
often cannot even lay their hands on technical 
botridets in Indian languages that answer the 
questiona they must have, or which would 
even put their unfocused problems into words. 
Because they read: they read voraciously. 
'Things Bngllsh-speakers might never think 
of. because they are hungry far knowledge 
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of the world of succeu. Magazines in English 
that lie unopened for days in an elite home, 
published in Indian languages ate dog-eared 
and falling apart from the number of people 
who go through them, and the number of 
times they are reread. 

So we end up with a telephone system 
where Ihe technicians do not quite understand 
the fine points of why precise work is 
important, to the system goes to pieces 
whHiever it rains and water enters the lines 
at the joints. And they get busy fixing it all 
over again. Immigration officers and bank 
workers take much longer to read a page, 
because they must focus hard on everything, 
because English is not a language they can 
take for granted. Even the alphabet system 
of English is alien. And we cannot afford 
to pay people who do know English well. 
Th^ people, the foot-soldiers of the system, 
walk around with strained and defensive 
expressions, and get dumped with all the blame 
when things go wrong. They ate uneducated. 

In our eagerness to do adult and continuing 
education we missed noticing the people in 
the country who were constantly eager to 
upgrade their skills and who were capable 
of taking great leaps in terms of the work 
they did and the knowledge component 
required. The people who knew what they 
needed to learn because, unlike college 
students, they were already doing the work. 
The people who could help us help them by 
providing questions and dialogue, and who 
needed no motivation. Since they were the 
ones who reached out for help they were not 
very likely to drop out. And their work did 
genuinely involve new skills, rather than just 
credentials for securing a niche. 

In the best of all worlds, the work of the 
educator concerned with social developmern 
should be to discern what all is healthily 
afoot in one's environment, and trust it, and 
look hard for ways to facilitate it. We have 
seen that interventions that do not emanate 
from a dialogue with natural learners, how¬ 
ever rmaginative or comprehensive they 
might be, have a nasty way of falling flat 
We ate near the end of a long age of certainty 
that has sought control of our planet, not 
realising that it was a thing of this planet. 
We intervened, and gave farmers chemicals 
that poisoned the earth in their attempt to 
control the process of production. And the 
farmers learned that they had been wrong to 
bust our certainty. That we had not behaved 
responsibly. 

This paper has talked of booby-traps, not 
mere obstacles or detours. Obstacles and 
detours may bo there by mistake, and often 
they only cause delay. Booby-traps are meam 
to be there, they have been pla^ there to 
stop and redirect natural processes that are 
out of control. They are upshots of conflict 
between a system of ceiiainty and control 
and a futuristic system of consensus and tntat 


bidthng to replace the present order. At this 
level of existence, people are mete acton 
playing their roles. Tlie brain it in the system 
itself, and, as we have teen in the domain 
of language, preserM-day systems ate not 
inherently democratic. Left to themtelvet 
they want control, a comrol that is often at 
odds with the way people think, and team, 
and function. Finding people inconvenient, 
they booty-trap the yeiiw brick road, as they 
poisoned the earth and killed the earthworms 
in order to make things better. 

We have seen that over history the excesses 
of large systems have been curbed by on 
ongoing dialogue with the forces of consensus 
and trust, the same democratic spirit we keep 
appealing to and naively thinking to find 
implicit in the megasystem itself, in the self- 
seeking market, in a handed-down educa¬ 
tional system. But they aren’t to be found 
there, and we aren’t to relax and let things 
fend for themselves. Because concerned 
educators are that force that must reconcile 
the worids of control and of consensus, giving 
shape and stability to the anoichic. rod shak¬ 
ing open that which has closed and airived, 
even if we don't know what comes next 

The old religions of Asia warn us to be 
cautious of things that need too much effon. 
things which go against the natural flow. 
They warn us that it is just an illusion of 
youth that we can be separate from what we 
see, those we teach, what we learn. These 
beliefs are impractical, so they are only meam 
to keep us reminded. On the ground we must 
work with certiunties, make choices, stick to 
plans. Make suggestkms that may not have 
occurred to anyone dsc. Tty to be wise. 

Things do change, but we have to be ready 
to seize on chinks in the c^ng system, and 
build on new environinenis taking shape if 
we would usher in worlds that are better. And 
that is why we think anead and pnim scenarioa, 
and conjure options that might begi D to work, 
back on the endless road, when true winds 
of change start blowifig. 

The bowsprit, the arrow, the tonging. the 
lunging heart- 

the flight to a target whore aim we’U never 
know, 

vain search for one island that heals wWi to 
harbour 

and a guiltless horizon, where the afanend’s 
shadow 

doesn't injure die sand... 

Sometimes isjust roe. and the soft- icisa ored 
foam 

as (he deck turn while and the moon open 

a cloud like a door, and die light over me 

IS a toad in white moonlight taking nin 
home. 

[Aacetliervenionef this topm torn fganstiit ^ 
dw Conference on AM BdnieSlon snilMlto^ 

In Role in Rece nw rectian and OnsataptoHR, 
Udvanhy af dw Wcassn MMk tnnBi 

Africa, Mevnbir 7-Mk Idtll 
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ING^BANK 


BALANCE SHEET AS AT 3IST MARCH, 1997 


ING BANK N.V. 

(MUMBAI BBANCH) 

(Incorporated whh limited liability in the Netherlands) 


PROFTT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3JST MARCH, 1997 


(Rain '000s) 


Schedule As on 
No. 31.3.97 


(Rs in '000s) 


As on 
31.3.96 


CAPITAL ft LIABILITIES 
Capital 

Contribution towards Capital 

Reserves & Surplus 

Deposits 

Bomwings 

Other Liabilities & 

Provisions 

total: 


ASSETS 

Cash and balances with 
Reserve Bank of India 6 

Balances with banks and 
money at call and short notice 7 

Investments 8 

Advances 9 

Fixed Assets 1C 

Oher Assets 11 

Loss as per Profit and Loss 
Account 

total; 


Nil 

S8,242 

462,232 


313.340 

! 71 . 7^0 

Nil 

196,536 


3,901.757 3,285.934 


149.985 


66,275 


5,059,556 4,033,835 


6 336,835 357,193 

7 902,793 1,379,000 

8 1,832.509 511,029 

9 1.464.840 1.331,078 

10 36,524 32,757 

11 486,055 338.147 

84,631 

5,059,556 4.033.835 


(^ntingent Liabilities 
Bills for Collection 

Notes to AccounU 


12 8.741.553 5.825,802 

Nil Nil 


Schedule 

No. 

Year ended 
31.3.97 

INCOME 



interest Earned 

13 

421,235 

Other Income 

14 

144,631 

total: 


565,866 

EXPENDITURE 



Interest Expended 

15 

224,082 

Operating Expenses 

16 

135,415 

Provisions and 



Contingeitcies 


63,496 

total: 


422.993 


III. PROFrT/(LOSS) 

Net pront/(luss) for the year 
Profit/losst-) brought 
forward 

total: 

IV, APPROPRIATIONS 

Transfer to Statutory 
Reserves 

Transfer to Other Reserves 
Balance carried over to 
Balance Sheet 

total: 

Notes to Accounts 17 


160,180 

57,015 


173,416 

86,736 

2,970 


263,122 


142,873 (45,927) 

(84,631) (38,704) 


58,242 (84,631) 



Notes and schedules to the accounts form an integral part of the Notes and schedules to the accounts form an integral part of the 
Balance Sheet Profit and Lots Account 


As per our iq»it of even date 
For and on behalf of 
HARIBHAKTI ft CO. 
Qiaiteted Accountants 


For ING BANK N.V. 


Sdf- 

Chetan Desai 
Panner 


Sd/- 

A. RATH 

Head - Branch C^wrations 


Sdf- 

S. D. NAYYAR 
Chief Executive Officer - India 


Place: Mumbnl 
Date: June 16. 1997 














































ING^BANK 


ING BANK N.V. 

(MUMIAl MtANCH) 

(Incoiparaled wHb Unrited lUbility in the Nedierindt) 


SCHEDULES ATTACHED TO AND 


(R> in 


PAST OF THE BALANCE SHEET 


SCHEDULE 1- CAMTAL 

Capital (The Amount brought in 
by Bank by way of itart-up 
capital at pretcribed by RBI) 

TOTAL 

Note: Amount «f Deposit kept in 
S.G.L. account with the RBI 
under S. 11(2) of the Banki 
Regulation Act, 1949 it 
Rs. 20,00,00(V- 

SCHEDULE 2 - RESERVES & 
SURPLUS 

Statutory Reserve 

Balance in Profit and Lost ale 

TOTAL 

SCHEDULE 3 - DEPOSITS 

A. I. Demand Deposits 

(i) From Banks 

(ii) From Others 

II. Savings Bank Deposits 

III. Term Deposits 

(i) From Banks 

(ii) From Others 

TOTAL 

B. (i) Deposits of branches 

in India 

(ii) Deposits of braiKhes 
outside India 

TOTAL 

SCHEDULE 4 - BORROWINGS 

I. Borrowings in India 

(i) Reserve Bank of India 

(ii) Other Banks 

(ili) Other Institutions and 
agencies 

II. Borrowings ouUide India 

TOTAL 


(RsintnOs) 


As on 
31J.97 

As on 

3U.96 

487340 

313340 

487,340 

313340 

28,575 

Nil 

29,667 

Nil 

58,242 

Nil 

1,928 

7,861 

186,987 

80,846 

54,012 

17,676 

Nil 

Nil 

219,305 

90,153 

462332 

196336 

462,232 

196336 

Nil 

Nil 

462332 

196336 

NU 

281300 

2,800,000 

1,900,000 

577,100 

519300 

524,657 

585,434 

3,901,757 

3385334 


LIABILITIES AND.PR0V1SICN«S 

I. Bills Payable 

II. Inler-of^ adjustmems (net) 

III. Interest accrued 

IV. Others (including provitioat) 

TOTAL 



SCHEDULE i - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDU 

I. Cash in hand (including 
foreign currency notes) 

II. Balances with Reserve Bank 
of India 

(i) In Current Accounu 

(ii) In Other Accounts 

TOTAL 


SCHEDULE 7 - BALANCES 
WITH BANKS AND MONEY AT 
CALL AND SHORT NOTICE 

I. In Imha 

(i) Balances with Banks 

(a) In Cunent Accounts 

(b) In Other Deposit 
accounts 

(ii) Money at Call and 
Short notioe 

(a) With Banks 

(b) WMi Other Instiiudons 

TOTAL (A) I 

Ii. Outside India 

(i) In Cinicnt Accounts 

(ii) In Other Deposit acoounls 

(iii) Money at Call and 
Short notioe 

TOTAL (B) 

GRAND TOTAL (A+B) 


As on 
313.97 

As on 
313.96 

36,666 

Nil 

5366 

107353 

6332 

Nil 

5300 

54,443 

149.985 

66375 

417 

207 

336,418 

Nil 

356,986 

Nil 

333.835 

357,193 


112.977 

17.455 

Nil 

NU 

NU 

Mi 

NU 

NU 

112,977 

17.455 

17344 

6371 

NU 

NU 

772,172 

1354374 

789316 

136134S 


Secured borrowinp included in 
I and II dbove - Rs Nil 


902,193 


l,319jM0 



















































INcMiBANK 

ING BANK N.V. 

(MUMBAI BBANCH) 

(Incotponied with limited liability in the Netheiladt) 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Riin'OOOi) 


SCHEMJU 8 - INVESTMENTS 

1. Invettmentf ia India in 

(i) Oove m ment tecurities 

(ii) Other approved securities 

(iii) Shares 

(iv) Oebentures and bonds 
(V) Subsidiaries and/or joint 

ventures 
(vi) Others 


TOTAL (A) 

II. Investments outside India 
TOTAL (B) 

GRAND TOTAL (A+B) 
SCHEDULE 9 - ADVANCES 

A. (i) Bills purchased and 

discounted 

(ii) Cash credits, overdrafts 
and kntu repayable on 
dematKi 

(iii) Term loans 

TOTAL 

B. (i) Secured by tangible asset 
(ii) (^vered by Bank/ 

Governmer* guarantees 
li) Unsecur 

TOTAL 

Cl. Advances in India 

(i) Priority Sectors 

(ii) Public Sector 

(iii) Banks 

(iv) Others 

TOTAL 

CJL Advances outside India 
TOTAL 

GRAND TOTAL 


As on 
31.3.97 


833.002 

511.029 

Nil 

Nil 

Nil 

Nil 

803.635 

Nil 

Nil 

Nil 

195,872 

Nil 

1,832.509 

511,029 

Nil 

Nil 

1.832.509 

511,029 

Nil 

Nil 

Nil 

Nil 

1,832,509 

511,029 

3.791 

115.340 

630,613 

276,148 

830,436 

939,590 

1,464,840 

1,331,078 

940,900 

605,310 

Nil 

Nil 

523,940 

725.768 

mm 

1,331,078 

521,880 

429,597 

Nil 

NU 

Nil 

210475 

942.960 

690,906 

1A64,840 

1431.078 


SCHEDULE 10 - FIXED ASSETS 

I. IVetniaes 

TOTAL (I) 

II. Other Fixed Assets (including 
Pkirniture and Fixtures) 
Opening balance 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL (II) 

NET blcx:k (I + ID 

SCHEDULE 11 - OTHER 

ASSETS 

I. Inter-oflice adjustments (net) 

II. Interest accrued 

III. Tax paid in advanceftax 
deducted at source (net) 

IV. Stationery and stamps 

V. Non>banking assets acquired 
in satisfaction of claims 

VI. Others 

TOTAL 

SCHEDULE 12 - CONnNGEMT 

LUBIUTIES 

I. Claims against the bank not 
acknowledged as debu 

II. Liability for partly paid 
investments 

in. Liability on account of 

outstanding forward exchange 
oontiacts 

IV. Ouatanlees given on behalf of 



(a) In IntHa 

(b) Outside India 

V. A c cep tan ces, endorsements 
and other obligaiioas 
VL Other Hems for wtdeh the 

TOTAL 


(Rsin’OOQs) 

As on 
31.3.97 

As on 
314.96 

Nil 

NU 

Nil 

NU 

' —- 

49,902 

44,942 

18429 


(1436) 

(30471) 

NU 

(17.145) 

36424 

32,757 

36424 

3L757 

Nil 

71,594 

Nil 

39.933 

21,805 

Nil 

5,440 

Nil 

Nil 

392,656 

Nil 

292.774 

486,055 

338,147 

Nil 

Nil 

Nil 

Nil 

5448418 

3,060,987 

1468,920 

I9443I 

812400 

118,169 

590448 

874,710 

1439.136 

959,736 

8.741453 

5J25J02 































































INGJt)BANK 

ING BANK N.V. 

^MinMIMI BIUNCH) 

(IncoqxMled wiBTUarited liability in the Netherimdi) 


SCHEDULES ATTACHED TO AND FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


(Rain'000s) 

(RsinXnOs) I 


Year ended 

Year ended 


Year ended 

Year ended 


31.3.97 

31.3.96 


31.3.97 

31.3.96 

XHEDULE 13 - INTEREST 



SCHEDULE 15 - INTEREST 



EARNED 



EXPENDITURE 



Interest/discount on 
advances/bills 

276,518 

101,480 

I. Interest on deposits 

69.769 

29440 

II. Income on investments 

101.884 

50,726 

11. Interest on Reserve Bank 



III. Interest v n balances with 



of Indiaflmer-bank 



Reserve Bank ol India and 



borrowings 

145.026 

117.643 

other inter-bank funds 

41,561 

7.844 

III. Others 

9.287 

26433 

IV. Others 

1.272 

130 









TOTAL 

421,235 

160,180 

TOTAL 

224.082 

173.416 

SCHEDULE 14 - OTHER 
INCOME 



SCHEDULE 16 > OPERATING 
EXPENSES 



I. Commiuion, exchange and 






brokerage 

111,121 

33,103 

1. Payments io and provisions 



' 1. Profit on sale of investments 

211.047 

14.706 

for employees 

50,756 

31404 

Cess: Loss on sale of 



II. Rent, taxes & lightings 

6.609 

4,036 

investments 

(193,999) 

(3J30) 

III. Printing & stationery 

1.919 

1.188 

III. Profit on revaluation of 
investments 

17,048 

11.476 

IV. Advertisement & Publicity 

V. Depreciation on Bank's 

1.536 

2.199 

Nil 

Nil 

property 

14.104 

11.897 

Less: Loss on revaluation 



VI. Local advisory board fees. 



of investments 

Nil 

Nil 

allowances and expenses 

160 

Nil 



Nil 

VII. Auditor's fees 

350 

450 




VIII. Law charges 

Nil 

Nil 

V. Profit on sale of land. 

21 

Nil 

V IX. Postage, Telegrams. 



buildings and other asseu 
Less: Loss on sale of land. 

Tdephones. etc. 

8.817 

6468 

buildings and other assets 

(128) 

Nil 

X. Repairs & Mainteruuice 

4414 

2411 

(107) 

Nil 

XI. Insurance 

Xn. Other expenses 

663 

404 


V. Profit on exchange 
transactions (net) 

16,506 

12,429 

Professional 

3409 

3494 



lervicec 

VI. Income earned by way of 



Travel expenses 

3443 

2489 

dividends etc. from 
aubtidianes/bompanies 
andtor joint ventures 



Head office 

Adndniatrative 


abroadfin India 

NU 

NU 

cfaatfes 

29.072 

14.159 

VIL Miscdlaneous income 

63 

7 

Othen 

10J63 

6437 

TOTAL 

144,631 

57,015 

TOTAL 

135,415 

86.736 
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INGjlt)BANK 
ING BANK N.V. 

(MUMDAI BRANCH) 

(InccHponted with limitod liabiUty in ih* Nethettandi) 

ri StataMto fcrtot YmtM arch 31,1997 

an llKwsaiids of Indian Rupeea) 


Gcaanl 


The accoopanyini financial ttatemeatt of ING Bank N.V. - Mim^ Bia«± ('the Ba^« toeWv 

coat coovl^M and confonn to the itatutoiy provtaioat and piacticea prenUiat within the bankinf loduany m the couniiy 

lyawtoclloM tonMaB fonin eadiMBc _ _ _.. ^-- u —./»Br«kio^\ 


MMtouvwMaandUa^ cnrrenciea inciuding Foreign CWeneyNoo-feaid^ 

imA^^ir^tKAceniiBt Scheme aietnuialaled at ratea of exchange nodfled by ttePoreitBExciui^p eatoA aaociation 




lacame and Eqxnditufe itema aoe tnoalaled at 




an included in the 


nlea 






(he year end and the nan/tin* profita and teaaea an included to the ptoft and low aa»unl« pn the pdd^ u^ 

toTtoAI and the Reaervetok of India. Theae we at variance with Accwurtin* Sian^ - H on 

to^^ectt of changer in Fonign Exchange Rater", ianied by the Inrutute rfOanend Accoontantr 

nqiiinr the profit/^ «i auch nvaluaikm to be amoriited over the period of the contract The naultam effect of this 

variance wiin the Accounting Slmdaid - ! 1 ir not arccftainable. 

Invcatarcntr 

(i) Cfaariflcation of invertmenu between pcnnanent and current ir ar decided by the manageinein. . . 

(ii) Pennaneni Invertmentr am carried at coat Dircount on purchare of permanent invenmentr is adjurted agai^ ^ coat 
of the invertmenu and premium on pjirchase of permanent invertmenu ia amortiaed over the period to matunty. Current 
invertmenu are valued at lower of cort or nurket value. 

FIxmI Ajwts . 

(i) Fixed Atseu ate stated at original cost of acquisitioa (including taxes, ditties, freight and other incidental expenses related 
to acquirilion and inriallation of the concerned arret) leas dqneciatioa. 

(ii) The arseuaiedqifeciaiedofltbeatraighi'liiie methodal the ralei prescribed by Head Office (INC Bank N.V.,Neiberiandr). 
Depteciation ia charged to the Profit and Lora Account on pro rau basis from the month following the date of acqtuaition. 
The rates pieacribed for each type of asset are higher than the rates apccified in Schedule XIV of the Companies Act, 
1956. 

Rcvcomc RccognMon 

Interest income ia recognised on accrual basis in conformity with the pfoccdinea prescribed by the Reserve Bank of India. 
Fee income is accounted for in the period when receivable, except where the fee is charged to cover the coat of a continuing 
service to, or risk borne for, the customer. In these cases, the fee is recognised on an appropriate basis over the relevant period. 

Stoir Beaedts 

(i) The Bank has a separate recognised Provident Fund, a recognised Group Gratuity Fund and a recognised Superannuation 
Fund for enmioyeea. ForGnimity and Superannuatioa benmiu to the employ^ the Bank has made paymenu towards 
Grotm policiea baaed on actuarial valuatioB by the Life Insurance Corporation of India. 

(ii) Provuion for bonus has been nude during the year. 

Net mfM/YLoaa) 

The Net iyofit/(Lasr) disclosed in the Ibofit and Loss Account is after providing for Taxes in accordance with the staluioiy 
lequirunenu and other usual and necessary provisions. 

CotamBaace 

The Bank has taken adequate steps to adhere to the guidelines and circulan issued by the Reserve Bank of India from time 
to time. 


No provisioas for doubtful advances is required to be made for the year, taking into conaideration guidelines issued by the ‘ 
Reserve Bank of India in this respect The percentage of net NPAs to Net Advances is "NiT. 

Notts Fonrinn Ftrt of tbs Accontt 

0) Market Value of quoted investmentt it Rs. 1,381,371 (Previous year Rs. 313,468). 

(2) The contribution towards capital of USD 3 mio received from Office in Much 1996 has been converted into capital 
ifltr feedviBS tODrovtl from Rtserve Bink of Indit in Mtv 1996. 

(3) The Capital to kQT Assets Ratio as at 31tt March, 1997 has been a ssrssed by the Bank at 10.78% on the basis of the attached 
Bnancial s tat e m e n t s and giikfelinet issued by the Reserve Bank of India in this behalf. 

(4) The break-up of ‘novisions and Contingenciet’ in the nofit and Lott a/c it as under- 

(Rs.000s) 


(i) Towards NPA‘a 

(ii) Towards depreciation in ibe value of Investments 

(iii) Towards Income Tax, Wealth Tax and Interest Tax 

Total 


ND 

63,496 

63,496 


(S) nevious year’s figmes have been regrouped/rearranged wherever necessary. 


For ING BANK N.V. 


Place; Mumbai 
Date; June 16, 1997 


Sd/- 

A. RATH 
Branch Operations 


Sdf- 

S.D. NAYYAR 

Chief Executive Officer - India 




ING^BANK 

ING BANK N.V. 

(MUMBAI BIANCT) 

_ (Incoiponttcd wMi Hniiied in Ihe Meth erimili) 

Auditor’s Report on the Mumbai Brandi of ING Bank N.V. under Section 30 of the 

Banking Regulation Act, 1949 


We have audited the attached Balance Sheet of the Mumbai Branch of INC Bank N.V. as at 31st March 1997 
and the relative Profit and Loss Account of the Mumbai Branch of the Bank for the year ended on that 
signed by us under reference to this report. 

In accordance with the provision of Section 29 of the Banking Regulation Act 1949, read with the provision 
of sub-.section (I). (2) and (5) of Section 211 and Section 227 of the Companies Act ,1956, the Balance 
Sheet and the ProFit and Loss Account together with the notes atUched thereto are not required to be 
drawn up in accordance with Schedule VI to the Companies Act, 1956. The accounts are therefore drawn 
up in conformity with Forms ‘A’ A ‘B’ of the Third Schedule to Ihe Banking Regulation Act, 1949. 

I We have obtained all information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit. 

2. The transactions which have come to our notice have been, in our opinion, within the powers of the Mumbai 

Brunch of the Bank. 

.3. In our opinion, proper books of the account as required by Ihe law have been kept by the Mumbai Branch 

of the Bank, so far as it appears from our examination of these books maintained and produced to us 
in Mumbai. 

4. The above mentioned Balance Sheet and Profit and Loss Account of the Mumbai Branch of the Bank 
dealt with by this report are in agreement with the books of accounts. 

5. In our opinion, and to the best of our information and according to the explanations given to us, the 
Balance Sheet and Profit and Loss Account, together with the notes thereon, give the informatkm required 
by the Companies Act. 1956. as amended in the manner so required for Banking Companies and on 
such basis. As mentioned in notes I(b)(iii) of Notes to Accounts, the ProTit/Loss on revaluation of 
outstanding forward contracts is accounted by the Bank as per the guidelines issued by the Foreign 
Exchange Dealers Association of India and the Reserve Bank of India. This is not in conformity with 
the Accounting Standards-11 issued by the Institute of Chartered Accountants of India. Subject to this, 
the said accounts give a true and fair view, in case of the Balance Sheet, of the state of affairs of Mumbai 
BraiKh of the Bank as at 31st March. 1997 and in case of Profit and Loss Account, of the Profit of 
the Mumbai Branch of the Bank for the year ended on that date. 


For and on behalf of 
HARIBHAKTI A CO. 
Chartered Accotmtants 


Place; Mumbai 
Date: June 16. 1997 


Sdf- 

Chetan Desai 
Partner 


t0ff 
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H BARCLAYS BANK PLC 

INDIAN BRANCHES 


BALANCE SHEET AS AT MARCH 31, 1997 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1997 

(Amounts in thousands of Indian Rupees) 

(Amounts in thousands of Indian Rupees) 

Note 

1997 

1996 

Note 

1997 

1996 

CAFTTAL AND UABimiES 



INCOME 




Capital 

2 

^.000 

206,000 

Itterest earned 

14 

K35I 

707,188 

Reserve and surplus 

3 

193,181 

187,832 

Other income 

15 


163,806 

Deposits 

4 

2,183,637 

1,287,462 

TOTAL 


634,738 

870,994 

Borrowings 

5 

1,400,000 

1499472 





Other liabilities and 
provisions 

6 

166,443 

232,721 

EXFDiiraniRE 




TOTAL 


4,131,283 

3413487 

Interest expended 
Operating expenses 
Provisions and 

16 

17 

429,434 
, 154,362 

561,075 

120,416 





ASSETS 




contingencies 

18 

63493 

118,366 

Cash and balances with 
Reserve Bank of India 

7 

176,567 

212.643 

TOTAL 


647,389 

799,857 

Balances with Banks and 
money at call and 




FRonr 




short notice 

8 

14,193 

43,901 

Net profit for the year 


7449 

71,137 

Investments 1(c) ft 9 

1,695,928 

620,024 

Profit tnought forwanl 


148,538 

91,628 

Advances 1(d) ft 10 

1.760494 

2,193,023 

TOTAL 


155,887 

162,765 

Fixed Assett 1(e) ft 11 

148,233 

153,786 





Other Assets 

12 

355,764 

287,908 

APPROPRIATIONS 




TOTAL 


4,151483 

3413.287 

Transfer to sututory 
reserve 




Comingem liabilities 





1.470 

14427 

13 

28444467 

11,183,730 

Balance carried forward 


154,417 

148,338 

Bills for Collection 


375,691 

424,395 

TOTAL 


135,887 

162,765 





■■■■■■■ 



The accompanying notes are an im^ral part of this statement. The acconqMnying notes are an integral part of this statement 


Arthur Andersen ft Associates 


Bwelays Bank PLC 


Chartered Accountants 


I^ian Branches 


av- 

Ml- 

S(P- 

Ml- 

JringPunndare 

AjaySondhi 

Jim Gardner 

Sachin Palbak 

Ptraner 

Group Chief Executive - India 

Chief Operating Officer 

Head of Pinance and Accounts 


Muartwi 
June 28.1997 






































BARCLAYS BANK PLC 

INDIAN BRANCHES 

ai><>qwrairflalfc»lTi*rfglit*Mwlllilhiliilllih^^ 


NOTES TO THEFINANCIALSTATEMENTSASATMARCH31,1997 

(Amounts in thousands of Indian Rupees) 


1. SUMMARY or StraanCAOTACCOUNTl^ 

(a) General 

The accompanying fuiaiicial statements ue pcepared under 
the historical cost convention and conform to statutory 
provisions and practicea prevailing within the 
industry in the country. 

(b) Transactkms Involfiag foreign eichange 

(i) Monetary assets and liabilities are translated at the 

exchange rates notified by the Foreign Exchange 
Dealer’s Association of In^a (‘FEDAl’) prevailing 
00 tbc bilftocc sbcot dttt io c tift of (tepotfit 

accepted under the Reserve Bank of India's (‘RBI’) 
Fordgn Currency Non-Resident Acooiuts scheme, 
which are valued at the relevant rates notified fay the 
RBL 

(ii) Income and expenditure items are translated at the 
exchange rates prevailing on the dale of the transaction. 

(iii) Outstanding f^ard exchange contracts and spot 
exchange contracts are revalued at exchanges rates 
notified by the FEDAl at the dose of the accouMing 
period and the resultiagproflta/loates ate induded in 
the profit and loss account Cootiageat liabilities on 
account of outstanding foreign exchange contracts 
ate staled at the contacted rates. 

(iv) Contingent liabilities ou account of guarantees, 
endorsements and other obligations are revalued at 
the exchange rales notified by the FEDAl at the dose 
of the accounting period. 

(c) InrcstUMBts 

Investmenls are valued in accordance with the circulars of 
the RBI. 

(i) Investments in Ckrveminent and other approved 
securities and bonds, intended lo be held to maturity 
ate valued at cost. In case the cost price is higher than 
the face value, such premium is amortised over the 
period to redemption. Where the cost price is lew 
than the face value, such discount is ignored. 

(ii) Current investments and Oovemment securities, not 
intended to be held to maturity are valued at lower of 
cost or market value. Market value is determined on 
the basis of market quotations at year end, wipecifled 
by the RBI. Net depreciation, if arqr, is provided for, 
net apprecialkm, if any, is ijpored. 

(id) Treasury bills and co mm e rci al paper are valued at 
carrying cost (i a, face value lew unearne d interest). 

(4) Adrancat 

DaMhl advances are identified by periodic appraisals of 
the portfolio by management and appropriate provisions 
are made. Related Interest on such doubtful advances is not 
rocoggised as income until received. Advances are staiednel 
of provisions, if any. _ 


(e) Fixed aasela 

(i) Premises and other fixed assets ate staled at coat 

(ii) Depreciation has been provided on the stmighi-line 
method at the rates specified by Barclays Bank PLC 
- Head Office. In respect of addhxMS during toe year, 
depreciatioo is provided from the calendar quarter in 
which such adtotion is made. In respect of salesf 
disposals, no depreciation is provided in the calendar 
quarter in which the asset is sohVdiipoeed of. 

(f) Retlrsmint benefits te staff 

The Bs"*^ i»,.ogl»i«>«l ftnMt«fnr pmMMVia 

fund atul giatuity ben^hs to employeet. Oraioily benefits 
are fully provided based on an actuarial vahratian by an 
isdepUHteot Rctuiiy. 


1997 

1996. 

2. CAFTTAL 

Capital 

206,000 

206,000 

Deposit kept with the Reserve 

Bmik of Incfia under Sectioa 11(2) 
of the Banking Regulation 

Act, 1949 

444130 

29430 

3 , RESERVESANDSURmJS 

Statutory reserve 

Openteg balance 

39,294 

25467 

Additions (hiring the year 

1,470 

143r 

Closing balance 

4a764 

39394 

Balance in profit and loss account 
Opening balance 

148438 

91428 

Profit for the year 

7349 

71,137 

Appropriatioru 

(1.470) 

(14327) 

Closing balance 

154,417 

148338 


195,181 

187432 

4. DEPOSITS 

In India 

Demand deposita 

PromoOwn 

lia458 

46.181 

Savings bank dqrosiu 

11,117 

12J094 

Term deposits 

Prom banks 

291,728 


From others 

1.770354 

1329.187 


2.183,657 

1387462 


im 


Gooonic amt PoUBcal Weekly July S, 1997 




(IwMponied iB the IMted lOvdon wMi Uarilsd Ui^ 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1997 


(Amounts in thousands of Indian Rupees) 

(Amounts in thousands of Indian Rupee. 


1997 

1996 


1997 

1996 

5. BCHUIOWINGS 



9. INVESTMENTS 



In India 

Reserve Bank of India 

Other banks 

Other institutions «id agencies 

1,330,000 

30,000 

350.122 
. 749,150 
300.000 

Gross investments in India 

Provision for depreciation 

1,697,201 

(1.273) 

623,61 

(3,5i. 

Net investments in India 

1,695,928 

620,02 


1,400,000 

1,599,272 

Secured borrowings included 
above is nil (1996 - nil) 

6. OrraERLlABIUnES 

AND PR0VlS10f<K 

Bills payable 

Inier-offke adjustments (net) 

(Merest accrued 

Others (including provisions) 

3,337 

7,814 

95,909 

37383 

21,197 

43392 

60,821 

107311 

In India 

Government securities 

Other approved securities 

Debentures and bonds 

Commercial Paper 

1,408.914 

26,227 

13,000 

245,787 

593,79 

2632 


1.695,928 

620,02 

If. ADVANCES 




166,443 

232.721 



7. CASH AND BALANCES 
WITH RESERVE BANK 



(a) Bills purchased and discounted 

Cash credits, overdrafts and 

81337 

307,5: 

WINIMA 



loans repayable on demand . 

613,239 

1,113,81 

Cash in hand (including foreign 
currency notes) 

Balances with Reserve Bank of India 

462 

287 

Term loans 

1,063,818 

169,6: 


1,760.594 

2,193,02 

In cuifoit accounts 

176,103 

212338 





176367 

212.643 

(b) Secured by umgible assets 

771319 

1,296,12 

a. BALANCES WIIH BANKS 
ANDMWEYATCALL 

AND SHORT NOTICE 

In India 

Balances with bonks 



C^ered by bank/govemment 

guarantees 

Unsecured 

989,273 

896,89 




1.760394 

2,193,0: 

In current accounts 

In deposit accounts 

Money at call and short notice 
With banks 

Outside India 

In current accounts 

8^7 

300 

5,148 

10300 

300 

34330 

251 

* 

(c) Advances in India- 

Priority sector 

Others 

477.953 

1382.641 

981,9: 

I311.08 


14,193 

43301 


1.760394 

2.193,0: 








t£M\ 
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BARCLAYS BANK PLC 

INDIAN BRANCHES 

(Lmipon^tBamlMiedKk^domwIlbUaMLkMMty) 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1997 


(Amounu in tbouMnds of Indian Rupees) 


(AmounU in thousands of Indian Rupees) 


11. FIXED ASSETS 




Premises r 

At book value: 

Beginning of year 
Additions du^g the year 
Deductions during the year 

Depreciation to date 


Other fixed assets (including 
furniture and fixtures) 

At book value: 



128.584 123,157 

6.448 

(173) (1.021) 


28.584 

(5.222) 


119,707 123,362 



Beginaingofyear 

51,271 

1 

34A46 

Additions during the year. 

9,777 

20,244 

Deductions during the year 

(4.943) 

(3.819) 


56,105 

51,271 

Dquedation to date 

(27,577) 

(20,847) 


28,528 

30,424 

Netbook value 

148,235 

153,786 

12. OTHER ASSETS 



Interest accrued 

54,599 

112,607 

Tax paid in advanceftax 



deducted at source (net) 

30A60 

- 

Stationery and stamps 

5 

10 

Others 



Security deposits 

134,686 

102,041 

Advance rem 

58,636 

25,498 

Staff Ipans 

36A57 

17,986 

Others 

40,921 

29,766 


355,764 

287,908 


13. OlhrnNGENT LIABILITIES 

Liability on account of outstanding 
forward exchange contracts 
Guarantees given on behalf of 
constituents: 

In India, net of counter 
guarantees - Rs 217,408 
(1996-Rs 765,291) 

Outside India 

Acceptances, endorsements and 
other obligations 
Liability on account of bills of 
exchange rediscounted 


14. INTEREST EARNED 

Interesl/discount on advances/bills 
Income on investments 
Interest on balances with Reserve 
Bank of India and other inter-bank 
funds 
Others 


15. OTHER INCOME 

Commission, exchange and 
brokerage 

Net Profit on sale of investments 
Net loss on sale of land, buildings 
and other assets 

Net profit on exchange transactioiu 
M iscellaneous income 


Conniission,exchangendbn>ketage 
includes ad visoty fees aggregating 
to Rs 6,753 carried during the year 
ended March 31.1996. 

Miscellaneous income includes 
charges anraunting to Rs 41,904 
(1996 - Rs 20,118) recover^ for 
services rendered to BZW 
Repieaeiitalive office. 


1997 

1996 

1 

26^16,503 

8,643,220 

602.803 

176,326 

421,868 

117,556 

1,448,735 

1.403,086 

- 

600,000 

28.544.367 

11,185,730 

377,754 

118,089 

546.187 

97A94 

26031 

79 

63,208 

99 

522,153 

707,188 

49,555 

7,565 

4SDS3 

14J49 

(951 

33AS6 

41,904 

(53) 

82.491 

22,064 

132,585 

163,806 



HcwteiBk and FaUtical Weddy July 3,1997 



































BARCLAYS BANK PLC 

INDIAN BRANCHES 


NOTES TO THEFINANCiAL STATEMENTS AS AT MARCH 31,1997 


(Amounts in thousands of Indian Rupees) 


(Amounts in thousands of Indian Rupees) 


18. INTEREST EXPENDED 



Intetest on deposits 

284,029 

138,888 

Interest on Reserve Bank of India/ 



inter-baidc borrowings 

138,306 

400307 

Others 

7,099 

1,880 


429,434 

361,073 


18. nOVmONSAND 
CONTINGENCIES 


17. OPERATING EXPENSES 
Pqrments to and pfovisioas 


for employees 

63367 

49,123 

Rent, tases and lighting 

16.723 

16360 

Printing and statirmery 

1330 

860 

Aihrettisement and publicity 

733 

1317 

Depreciation on Bank’s 
property 

12369 

11.694 

Dhectors’ fees, aHowanoes 
and expenses 

178 

1 

47 

Auditors’ fees and expenses 

300 

125 

Law Charges 

48 

- 

Postage, telegrams, telephones, etc 

17D60 

14383 

Repairs and tnajmerumoe 

4314 

2,987 

Insurance 

1,963 

1,170 

Other expenditure 

32373 

22350 


154362 

120,416 


Provision on securMes 

- 

3,591 

Provision for Non Performing 



Assets (‘NPA’) 

16341 

- 

Provision for intetest tax 

9,150 

14,895 

Provision for wealth tax 

1,400 

1,280 

Provision fw income tax 

36302 

98,600 


63393 

118,366 


19. CAHTAL ADEQUACY RATIO 

The capital adequacy ratio at March 31,1997, as determined b; 
the Bank on the basis of circulars of the RBI, is 11.6 per cen 


28. PERCENTAGE OF NET NPAs TO NET 
ADVANCES 

The ratio of the net NPAs to net advances as at March 31,199' 
is 3.1 per cent. 


21. PRIOR YEAR COMPARATIVES 

Prior year’s figures have been audited by a firm of cbartere 
accouniints other than Arthur Andersen A Associates. 'Thet 
conq>aratives have been reclassified wherever n eces s ary t 
conform to the current year’s presentation. 

















BARCLAYS BANK PLC 

INDIAN BRANCHES 

aiittiiTon<rffaa»l)^KliildBwwlihlliiiitrfIM^ 


AUDITORS’ REPORT ON THE FINANCIAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

We have examined the Balance Sheet of Barclays Bank PLC ~ Indian Branches (‘the Bank’) as at 
March 31, 1997 and the related profit and loss account for the year then ended. Out examination 
was made in accordance with generally accepted auditing standards and, accordingly, included such 
tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. We have also obtained ail the information and explanations which, to the best 
of our knowledge and belief, were necessary for the purposes of our examination and have found them 
to be satisfactory. 

% 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 and the provbions 
of sub-sections (1), (2) and (S) of Section 211 and sub-section (S) of Section 227 of the (Companies Act, 
1956, the financial statements are not required to be, and are not, drawn up in accordance with Schedule 
VI to the Companies Act, 1956. The fuiancial statements are, therefore, drawn up in conformity with 
Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949. 

In our opinion, the acconqianying financial statements give a true and fair view of the stale of affairs 
of the Bank as at Match 31, 1997 and of its profit for the year then ended. 

Furthermore, in oui opinion, 

(a) the transactions of the Bank which have come to our notice have been within its powers; 

(b) the returns received from the branches have been found adequat e for the purposes of our audit; 

(c) the balance sheet and the profit and loss account are in agreement with the books of account, 
and give the information required by the Companies Act, 1956 in the manner so required for banking 
companies; and 

(d) the Bank has maintained proper books of account as required by law insofar as appears frein our 
examination of those books. 


Arthur Andenen & Associates 
Chartered AccowMaatt 

Sdt- 

Mumbai Jainy PuraadaR 

June 28,1997 Partner 
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MashreqBank 


MASHREQBANK pK 

{Incorporated in UAE with Umlted Uabiiity) 
MUMBAI BRANCH 


BALANCE SHEET AS AT 3JST MARCH. 1997 

PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH. 1997 

(Rs. in OOOt) 

(Rs. htOOOs) 

Schedule 

As on 

As on 

Schedule 

Year Ended 

Year Ended 


No 

31.03.97 

31.03.96 

No 

31.03.97 

31.(13.96 

CAPITAL AND 




L INCOME 

■ 


LIABILITIES 




Interest earned 13 


536,731 

Capita] 

1 

121.9S6 

86,291 

Other Income 14 


(41441) 

Reserve and Surplus 
Deposits 

2 

3 

287,317 

2,715,385 

267,122 

3,627,463 

TOTAL 

545,323 

494,890 

Bomwings 

Other Liabilities and 

4 

650,888 

1.505492 

IL EXPENDITURE 



Provisions 

5 

137,873 

385,747 

Interest exnmded 15 

Operating Expenses 16 

329,445 

111,497 

303403 

62,858 





TOTAL 


3,913,419 

5,871,915 

Provisions and 
contingencies 

84,186 

51,103 





Assmrs 




TOTAL 

525,128 

417,464 

Cash and balances with 




ni. pRonT/(Loss) 



Reserve Bank of India 

6 

279,049 

483,909 

Net Profit for the year 

20,195 

77,426 

Balances with banks and 
money at call and 
. short notice 




Profit brought forward 

199,906 

172410 

7 

298,447 

1,097,327 

TOTAL 

220,101 

249,736 

Investments 

g 

788,782 

2424,438 

994,475 

3,106,447 




Advances 

9 

rV. APPROPRUTIONS 



Fixed Asseu 

10 

28,850 

18491 

Transfer to statutory 



Other Assets 

II 

293,853 

171,166 

4,039 

15,485 



reserve 

TOTAL 


3,913,419 

5471,915 

Remittance to Head Office 
Balance ctuiied ovo' 

• 

34445 

Contingent Liabilities 


2,337.134 

4,277,342 

to Balance Sheet 

216,062 

199.906 

12 




TOTAL 

220,101 

249,736 

Bills for Collection 


643,848 

1,164,725 


Notes to Accounts 

17 

Notes to Accounts 17 




Notes and schedules to the accounu form an integral part of 

Notes and schedules to the accounts fimn an integral part of 

the Balance Sheet 

the Profit and Loss Account 

As per our Report of evbn date 

* 

For and on behalf of 

> 

HARIBHAKTl & CO. 


Chartered Accountants 

For MashreqBank psc 


Sd/- 

Cttim Deni 
Ptetner 


Sd/. 

Kameth J. nmo 
CUcf Executive Oflioer 


PUce: MumM 
Date June 17.1997 
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MashreqBank 


MASHKE^ANKpk 

(Incorpomted Ui UAE vfith Umiud Uability) 

MinOAI BRANCH 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Rs. inOOOi) 


(Rt. iaOOOi) 



Schednk 1 - Capital 
Capital 

(iDcludea an amount of 
Rt. 16,791.216 at Statubxy 
Capital on accoum of Counter 
RnMce nodved fium Head Oflioe) 
(Includet an amoum of 
Rs. 2,000,000 (P.Y. Rt. 2X)00,000) 
brought in by way of initial 
stait up Captul) 

(Refer note below) 

TOTAL 

Note: Amount of deposit kept 
with the Retell Bank of 
India under section 11(2) 
of Banking Regulation Act, 
1949 it Rt. 80.150,000 
(P.Y. Rt. 55,150,000) 


Schedule 2 - Rcacnvt 
aaal Surplut 
1. Statutory Reserve 
Opening Balance 
Addition during the year 


Deduction during the year 


II. Capital Reserves 

III. Shue Premium 

IV. Revenue and other Reserves 

V. Balance in Profit and 
Lott Account 

TOTAL 


Schedule 3 - Depualto 
A I. Demand Depotits 

i) Prom banks 

ii) Rom otliert 

n. Savinn Bank Depotitt 
m. Term Depotite 
I) From banks 
ii) Rom othen 

TOTAL 

B i) Depotitt of bmndiet 
in toa 

U) Depotitt of branches 


TOTAL 


As on 

As on 


31.03.96 

I2I356 

86391 

121,956 

86391 

67,216 

4.039 

51,731 

15,485 

71355 

67316 

71355 

67316 

216.062 

199,906 

287317 

267,122 

11,931 

502.148 

64A20 

4A35 

476375 

41,071 

32353 

2393327 

51.868 

3353.714 

2.715385 

3327.463 

2.715385 

3327/463 

2.715385 

3327/463 



Schedule 4 - Borrowings 

1. Borrowingt in India 

i) Reserve Bank of India 

ii) Other banks 

iii) Other institutions 
and agencies 

D. Borrowings outside India 
TOTAL 

Secured borrowingt included in 
I and U above - Rs. Nil 
(P.Y. Rs. Nil) 

SdMdule S - Other 
Liabilities and Rovi s i ens 

1. Bills pin^e 
n. Inter-ofnce adjutiments (net) 

III. Interest accrued 

IV. Othen (including provisions) 

TOTAL 

Sklwdiilt 4 ** mmA BaImobs 
with Reserve Bank of India 

I. Cash in hand (including 
foreign currency notes) 

II. Balances with 
Reserve Bank of India 

i) In current account 

ii) In other accounts 

TOTAL 


Schedule 7 - Balances 
with Banks and Momn 
at Can and Short Notke 
I. la India 

i) Balances with banks 

a) In current accounts 

b) In other deposit 


ii) Money at call and 
short notice 

a) With bairits 

b) With other inatitutiana 

TOTAL 


Outside India 

i) la current acooimtt 

ii) la other deposit act 

iii) Money at caU wd 
notice 

TOTAL 

(BUND TOTAL 


As on 

As on 



350,000 

415392 

550300 

300,000 

540300 

888 

- 

650388 

1305392 


26,865 

5302 

41,964 

63,742 



139,138 

23,040 

201381 


137,873 385,747 


' 3,746 3,005 


275303 480,904 


279,049 


4.489 8.771 


20A489 


93.958 12354 

un W 

> ijvTSjm 


93,958 


298 . 447 ] ijmxei 






















































MashreqBank 


MASHREQBANK pK 

(Incorporated in UAE with Undted Uability) 
MUMBAI BRANCH 


SCHEDULES ATTACHED TO AND FORMING PART OF THE BALANCE SHEET 


(Rs. in OOOi) 



31.03.97 31.03.96 


SdMdolt S - lavcstmcnts 


I. Investments in India in 

i) Oovemment securities 773,625 

ii) Other approved securities 11,250 

iii) Shares 1,588 

iv) Debentures and bonds 30,541 

v) Subsidiaries antVor joint 

ventures - 

Less: Provision for 

Diminution in Investments (28,222) 


TOTAL 

n. Invesunents outside India 
GRAND TOTAL 

Schcdnk 9 - Advances 

A. i) Bills purchased and 

discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 

iii) Term loans 

TOTAL 

B. 1) Secured by tangible 

assets 

ii) Covered by Bank/ 
Goverament Gaarantees 

iii) Unsecured 

TOTAL 

C. L Advances in India 

i) Priority secton 
U) Public sectors 

iii) Banks 

iv) Others 

TOTAL 

n. Advances outside India 
GRAND TOTAL 


788,782 


788,782 994,475 


998,056 1,030,561 

710,778 588,550 

515,604 1,487,336 


2,224,438 3,106,447 


1,643,352 2,117,791 


171,383 

409,703 


20,839 

967,817 


2,224.438 3.106.447 


190,515 887340 

2/)33.923 2319.107 


2324.438 3.106A47 



974,111 

11,250 

1,588 

30341 


(23,015) 


994,475 



(Rs. in 000s) 


As on 

As on 

31.03.97 

31.03.96 



Scbcdnlc 10 - Hud Assets 

I. Premises 

TOTAL (1) 

II. Other Fixed Assets 
(including furniture and 
fixtures) 

Opening balance 
Additions during the year 
Deductioiu during 
the year 

Depredation to dde 
TOTAL (II) 

NET BLOC!K 0 + H)*^ 

Schedule 11 - Other Assets 

I. Inter-OfTice adjustments (net) 

II. Interest accrued 

III. Tax paid in advance/tax 
deducted at source (net) 

IV. Stationery and stamps 

V. Non-banking assets acquired 
in satisfaction of claims 

VI. Others 

TOTAL 


Schedule 12 - Centincent 
Uabflities 

I. Claims against the bank 
not acknowledged 

as debts 

II. Liability for partly paid 
inv estmen ts 

in. Liability on account of 
outstanding forward 
exchange contracts 

IV. Guwantees given on behalf 
of cbnstitnenu 

a) In India 

b) Outside India 

V. Acceptances, endorsements 
and other obligadons 

VL Other items for which the 
bank is contingantly liable 

TOTAL • 



26,716 

15,343 

(410) 

(12.799) 


28,850 


28,850 


24,708 

8,368 

( 6360 ) 

(8.125) 



27,975 40331 

134,694 88,813 

119 23 


131,065 42399 


293,853 171,166 


1394325 1396,840 


366,022 566.835 

359345 387,686 

216,730 1325.769 


2337,134 4377342 
















































MashreqBank 


MASHKEQBANK pac 

(lncorponUtd te UAE with Limited Ualnlity) 
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SCHEDULES ATTACHED TO AND FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


(Ri. inOOOi) 


(iU. « OOOi) 



Sch«Aih 13 - laterat Earned 

l. laterettAHscoaBt oa 
advance/bilU 

n. Income on iavettmeola 

m. Interest <» bilanoes with 
Reserve Bank of India and 
ather inter-bank fiinds 

IV. Othen 


TOTAL 

Sckcdnk 14-Other 


I. Oonunission. exdiange and 
brokerage 

n. Profit on sale of investments 
Less: Lou on safe of 
investments 

III. Profit on sale of land, 
building and other assets 
Less: Lou on sale of land, 

building and other assets 

IV. Profit on exchange 
tra n sa ct ions 

Leu: Lou on exchange 
transactions 


V. Miscellaneous income 
TOTAL 

Schedule 15 - IMereat Eipcm 

I. Interest on deposiu 
n. Interest on Reserve Bank 
of IndWhuer-bank 
bonowinga 
in. Othen 

TOTAL 


Year Ended 

Year Ended 

31.03.97 

3I.(».96 

448,748 

103,303 

403,766 

108334 

23.018 

2387 

22.061 

670 

379,938 

336,731 

30,821 

24.601 

1,964 

3,833 

- 

(1.038) 

1,964 

Z777 


(89) 

- 

(89) 

26397 

107,408 

(101,632) 

(181323) 

(73333) 

(74317) 

7,613 

3387 

. (34335) 

(41341) 

233,421 

226,983 

74324 

76318 

329,443 

303303 



Schedale l(-Ogerath« 


for euidoyees 

n. Rent, taxa and fighting 


IV. Advotiaement and 
publicity 

V. Depredation on bank’s 
property 


allowances and expenses 

VII. Audhor's feet and expenaei 
(induding branch auditon) 

vm. Law Charges 

IX. Postages, Telegiams, 
Teiepbones, etc. 


XI. Insunnce 


TOTAL 


Yew Ended 
31.03.97 

Yeu Ended 
3133.96 

28329 

17.783 

23,642 

I33I5 

2379 

4316 

21,009 

220 

4.673 

3304 

77 

43 

220 

220 

369 

322 

3318 

769 

1323 

3383 

2.149 

2394 

- 

13B9 

23303 

143N 

111397 

<2398 


-u— 
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Sdudah 17 - Notes fomlag port of occoonts for the ycor coded 31st March, 1997. 

Priodpal Accoootlog Policies 

1. Oeoersl 

The accompsnyisf finsncial tUlemenU have been prepared on historical coal basis and conform to the statutory provisions 

and practices prevailing within the banking industry in India. 

2. (a) Revenue recognition 

Items of income and expenditure are accounted for on accrual basis except iiaff bonus, interest income on non>peifonning 

assets and commission income on letters of credii/guarantee in cases where commiuion income is leas than Rs. 1 lac. 
(b) Head office administrative expenses 

The branch has not debited head office administrative expenditure to its profit and loss account but has claimed the same 

for tax purposes. 

3. Transactions involving Foreign Exchange 

(i) Assets and liabilities are translated at the exchange rales prevailing at the close of the year excqit for PCNR(A) 
deposits, which are translated at the exchange rates specified by RBI. The translation gains/losses are credited/debiled 
to the profit and loss account The effect of translation on asseu and liabilities other than the nostro accounu and 
cash balances have been disclosed in the Balance Sheet as a part of ‘Other Uabilities and Provisions’. 

(ii) Income and expenditure items are translated at the exchange rates ruling on the dates of the transactions. 

(iii) Profil/loss on revaluation of pending forward contracts have been accounted based on guidelines iuued by the Foreign 
Exchange Dealers Association of India and the Reserve Bank of India. These are at variance with Accounting Standard • 

11 on “Accounting for the eHecu of changes in Fbreign Exchange Rates”, issued by the Institute of Giartered 
Accountants of India, which requires the profii/loss on such revaluation to be amortised over the period of the contract. 
The resultant effect of this variance with the Accounting Standard - 11 is not ascertainable. 

4. Investments 

(i) Classification of investments between permaaenl and current is as decided by the management, in accordance with 
the RBI guidelines. 

(ii) Permanent investments are valued at cost. Current investments are valued at lower of cost or market price at yield 
to maturity rates specified by RBI, except for Treasury Bills. 

(Hi) Treasury Bills traded in during the year are marked to mmket value at the end of every month and the resultant gain/ 
lou are accounted for as interest on investmentt in Treasury Bills. The difference betwim the sale proceeds and the revalued 
amount is accounted for as profit/loss on sale of investment There are no Treasury Bills u on the year end. 

(iv) Treasury Bills other than trading portfolio, purchased at discount are valued at face value and unearned discount 
is amortised over the period from date of acquisition to the date of maturity. However, there were no Treasury Bills 
held for other than trading portfolio during the year. 

5. Advances 

(i) Provisions for doubtful advances have been made to the satisfaction of auditors taking into consideration guidelines 
issued by the Reserve Bank of India in this respect during the year. 

(ii) Having regard to the guidelines issued by the Reserve Bank of India, the bank has not credited to its profit and 
loss account, unrealised interest on advances classified as non-performing assets during the year and the same has 
been transferred to interest in suspense account Further, no interest has been accounted in the books on non-performing 
advances after being so classified. 

6. Fixed Assets 

(i) Fixed Assett are stated at original cost of acquisition including taxes, duties, freight and the incidenul expenses 
related to acquisition and installation of the concerned asset. 

(ii) The bank folkm Straight Line method ofdeprecimioa at the rates prescribed by the Head Office. Depreciation on addkioo/ 
deduction tiuring die year has been provided r» pro rata basis. The rates prescribed by the Head Office for each type 
of asset is higher than the rates specified by Schedule XIV to the Companies Act,. I9S6 excepiin the case of (Computer 
Mainframe, ulieic depreciatioo has been provided • 14.29% as ^aiutt 16.21% prescribed uader Schedule XIV. 

7. Staff Benefits 

novisioa for gniuity is mnde based on the total liabtlity as determined by ind ep e n de nt aatuaiial vahiatkin as on the year end. 

Malta Panning Part of the Acesnate: (Rs. far OOOa] 

1A Market value of quoted investments Rs. 757A74, cost Rs. 817,004 (Ptevious Year Rs. 935,982, oost Rs. 14)17,490). 

I A. The details of Investments (Schedule 8) are as follows: 

Current Year ftevioua Year 

Betmanmt Investments (at coat) 3774M0 3774)40 

Cmtqat Investments (at asarkat vriae) 411,742 417.435 

788.782 004475 

2. The paymenti to and provisions for implnyrn (schedule 16) tamludes expenses amountiag to Rs. 1,522 paid on account 

_cf v nh aata i y wtiiaatea t scheam to dw ataff._^ 
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3. No provitton has been made in respect of Income Tax demands for earlier years aggregaiiag to Rs. 28.5S4 m they have 
been disputed by the bank. 

4. The Capita] to Risk Asset Ratio u at 3ltt March, 1997 has been assessed by the Bank at 17.67% on the basis of Bk 
attached financial statements and guidelines issued by the Reserve Bank of India in this behalf. 

3. The percentage of net non-performing assets to net advances (including bills re-discounted) as at 31st March, 1997 has 
been assessed by the Bank at 22.3% on the basis of the attached financial statements and guidelines issued by Ite Reserve 
Bonk of India in this behalf. 

6. The details of amounts under Provisions and Contingencies are as follows: 


Provision for Bad and Doubtful Debts Rs. 60.933 

Plovisioo for ttepreciation in the value of investments : Rs. 3,206 

Provision for Taxes Rs. 18,047 

Total Rs. 84,186 


7. Interest income of current year hat been adjusted with unrealised interest of previous year amounting to Rs. 834. 

8. Balance under current accounu outside India of Rs. 93.938 is before adjustment of an overnight placement of USD 3.8 
million in New York. 

9. lYeviout year’s figurn have been regroupedAearranged wherever necessary. 


For MASHREQBANK pac 
S&- 

Place: Mumbai 
Date: June 27, 1997 


Kenneth I. Pinio 
Chief Executive Officer 


Auditon* Report on tlie Mumbai Brandi of MashreqBanlt pic under Seetkm 30 of the Banking 
Regulation Act, 1949 


We have audited the attached Balance Sheet of the Mumbai Branch of MASHREQBANK psc as at 3ltt March 1997 and the 
relative Profit and Lott Account of the Mumbai branch of the Bank for the year ended on that dale, signed by us under reference 
to this report. 

In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949, read with the provisions of sub-sections (I), 
(2) and (3) of Section 211 and Section 227 of the Companies Act, 1936. the Balance Sheet and the Profit and Lost Aceoont 
together with the notes attached thereto are not re^uir^ to be drawn up in accordance with Schedule VI to the Companies 
Act, 1936. The accounts are therefore drawn up in conformity with POims ‘A’ A ‘B* of the Third Schedule to the B a nk ing 
Regulation Act, 1949. 

1. We have obtained all information and explanations which to the best of our knowledge and belief were neces sa ry for the purpose 
of our audit. 

2. The transactions which have come to our notice have been, in our opinion, generally within the powers of the Mumbai Branch 
of the Bank. 

3. In our opinion, proper books of the account at required by the law have been kqu by the Mumbai Branch of the Bank ao fhr 
as appears from otfr examination of these books maintained and produced to us in Mumbai. 

4. The aiMve mentioned Balance Sheet and ftofit and Lou Account of the Mumbai Branch of the Bank dealt with by Bus r epor t 
are in agreement with the books of accouiu. 

3. In our opinion, and to the best of our information and according lo the explanations gives to na, the Balaace Sheet and ItaBl 
and Lou Account, together with the notes thereon, give the information required by the Companies Act, 1936, u aaaendnd in 
the manner to required for Banking Companies and on such basis and subject to Note 3 (Hi) of Notes fotiaing past of Aocoaali 
regarding accounting of Profli/Lou on revaluadoa of pending forward contracts, which are not in cordormity with Acconaling 
Sundard - 11, issued by the Institute of Charteicd Accountants of India, the said a cco unts give a true arul Mr view, in case 
of the Balance Sheet, of the state of afhirt of the Mumbai Branch of the Bank as at 31st Match, 1997 and ka caaa of Ptafk 
and Lott Account, of the Profit of the Mumbai Branch of the Bank for the year ended on Hut dale. 


HMIBHAKnR^ 
Chartered 


PInee: Mumbai 
Dale: June 27, 1997 



Agriculture in the National Accounts 

Gaps in the Information System 

A C Kofahreshdia 
Runcsh KoW 
Gulab Singh 

While the data base on the agriculture sector is relatively adequate in certain areas, new and emerging areas 
of production and methods of cultivation have prompted the need for more substantial and accurate data. This 
paper highlights the data requirements and existing data gaps in agriculture and livestock sectors. 


THE Centra) Statistical Organisation (CSO) 
in the depaitment of statistics is responsible 
for the preparation of national accounts 
statistics. TheGross Domestic ProductfGDP) 
is one of the main aggregates of national 
accoums statistics. For estimating the GDP, 
the whole economy has been broadly divided 
into varkNis secton comprising of primary, 
secondary and tertiary activities. Piesentiy, 
there are several data gaps in various sectors 
of the economy, which are urgently needed 
to be plugged to improve the quality of 
estimates of GDP and other aggregates. 
Besides, in the recent past, several new 
entrepreneurial activities such as floriculture, 
mushroom cultivation, etc, have been taken 
up in the economy, in the field of agriculture. 
Unforhmatdy. the production estimates of 
these relatively new activities are not 
available. It is essential that the data on 
production of such items is collected and the 
items are included in the national accounts 
statistics as separate entries. Further, due to 
the growing need forregionai level planning, 
it has also become necessary to prepare the 
estimates of domestic product at district level. 
In order to takeup such jobs by the concerned 
regional planning agencies, it is essential 
that their date requirements are met by 
collecting the date at district level. The present 
paper attempts to highlight the data 
requirements and existing date gaps in the 
agriculture and livestock sectors in the present 
agricultural statistics system. 

I 

CoBtribation of Agrkaltnre and 
Livatock Sccton to GDP 

The primary sectors of agriculture and 
livestock sectoa contribute significantly to 
the national income of India. India, bdng 
a devdoping economy, has to have a nu^ 
contribution from the primary sectors. 
However, with significant growths registered 
in the secondary and tertiary sectors since 
independence, the countiy is on road to 
economic progress with declining contri¬ 
butions from the primary secton. Although, 
the performance of primary sectors is 
decliningin terms of percentage contribution, 
the growth rates bdng achieved in these 
sectors it impressive. How else the country 


would have met the growing nutritional 
requirements for its immensely growing 
population and at the same time completely 
reducing its dependence on imports of 
agricultural comnnodities, without substan¬ 
tially increasing its agriculture production. 
In fact, India has beconw a leading exporter 
of agricultural commodities and fishing 
products in the recent years. 

The GDP of the countiy for the year 
1993-96, for which the latest detailed 
estimates are available, is Rs 9,85,787 crore 
at current prices at factor cost and out of 
which the contribution of agriculture sector, 
which includes the livestock sub-sector, 
is Rs 2,52,344 crore or 25.6 per cent. The 
details of estimates of agriculture sector, 
along with thoseof related activities (forestry 
and fishing) at current and constant prices 
arc placed in Tables I and 2, respectively. 
These clearly indicate the reduced 
contribution ofthese sectors to the GDPover 
the years. However, from Table 4, which 
presents the estimated quantum growth 
rates, it is evident that the agriculture and 
livestock sub-sectors achieved quantum 
growth rates of 2.9 per cent and 4.6 per cent, 
respectively, since 1970-71 to 19^93. 

In the national accounts statistics, the 
agricuihue sector iiKludes agriculture pro¬ 
per, livestock and operation of irrigation 
system. The agriculture proper includes 
various crops including plantation crops, 
agricultural and horticultural services and 
ancillary activities like gur making, 
transportation of own produce to the primary 
markets and activities yielding rental income 
from machinery, etc. The livestock sector 
covers breeding and rearing of animals and 
poultry, production of milk, slaughtming, 
preparation anddressingof meat, production 
of raw hides and skins, eggs, dung, jgw wool, 
honey, silk worm cocoons and increment in 
livestock. 

n 

Soarcca of Datn 

Die estimates of domestic product from 
these activities are prepan^ using the 
production approach, except in the case of 
operation of irrigation system, which is 
a^ved at from the government records 


through theincome approach. The produclic 
approach requires estimation of gross valu 
of output arid value of inputs. 

In respect of the sub-sector agricultui 
proper, the estimates of value of output ar 
prepared separately for all the 78 crop 
These 78 crops are divided into foi 
categories, naniely, principal crops, mine 
crops, miscellaneous and unspecified crop 
and other products and by-products. Th 
most important source agency for data o 
agriculture is the Directorate of Economic 
and Statistics, Ministry of Agricultur 
(DESAg), who in turn collect the date o 
agricultural commodities from the Stet 
Agriculture Statistics Authorities (SASA 
The primary sources of information are th 
“Land Use Statistics’* (LUS), “Area an 
Outturn of Principal Crops" and the "Co! 
of Cultivation Studies" (CCS) published b 
the DESAg. The forecast estimates containin 
both area and production for all the principr 
crops are released by the DESAg within for 
to five months ofthe closi ng of the agricultur 
year. The final estimates for the previou 
year are also released along with thes 
estimates. The estimates of value of outpc 
for the 45 principal crops are prepared usin 
the production figures compiled by th 
DESAg and the prices relating to the pea 
marketing period prevailing in the primar 
market centres compiled by the stat 
Directorates of Economics arid Statistic 
(DBS’s). In the case of minor crops lik 
cashewnut, indigo and papaya, the area an 
outturn figures are available in the puMicatioi 
“Area and Outturn of Principal Crops i: 
India”, but with a time lag of one year 
Therefore, estimates for the cunent year fc 
these crops are based on projections, whici 
are subsequently revised when th 
information is available. In respect of mine 
crops such as mango,citrus fruits and grapei 
the estimates of area under these crops ar 
available from the DESAg, but estimates 
yield are not available. For these crops, th 
estimates of production are built up fircHn th 
yidd rates available from various reports I 
the Directorate of Mmketing and Inqrectioi 
(DMI) and state agricultural d qrartn ie n ts. 
central scheme ‘Scheme for crap estimatioi 
surveys on fruits and vegetabln and mino 



aops’, Islalio being imptememed by some 
itatei. Reports prepned by some states 
Indicate the relevant yield rates. These yield 
rates mostly form the basis of present value 
}f output estimates of minor crops. The 
source for production figures of other minor 
:rops,coflee,nibber and ophimare the Coffee 
Board, Rubber Board and Central Bureau of 
Marcotics, respectively. The estimated 
jToduction of tea is arrived at by utilising 
he information on processed tea received 
From the Tea Board. The miscellaneous and 
inspecifled crops cover other cereals, other 
rilseeds, other sugan, other fibres, other 
‘yes and tanning material, other drugs and 
urcotics, othercondiments and spices, other 
Tuits and vegetables, fodder, miscellaneous 
bod crops, grass and miscellaneous non¬ 
bod crops. In respect of these crops, area 
Igures are available from the DESAg, but 
he yield figures and data on value of output 
rer hectare are estimated using the norms 
rrovided by various surveys conducted by 
he Nation^ Sample Survey Organisation 
NSSO) and the estimates of the crop groups, 
'or example, in the case of other cereals, the 
»timates of value of output are directly 
ini ved at utilising the average value of output 
jer hectareof the cereal crops. The benchmark 
sstimates of production of fodder related to 
he year 1955-56 and the area figures available 
rom the DESAg arc the two sources of data 
n the case of fodder. In the case of grass, 
he area figures are estimated from the LUS 
ind the source for yield estimate is the NSS 
'.eport No 65 Tables with Notes on Animal 
iusbandry’. The products and by-products 
ncludc .stalks and straw, arhar, sesamum, 
ute and cotton sticks, bagasse and cane 
rash. The primary source of data for these 
vith the exception of bagasse, is the CCS. 
vhich gives the estimates of by-products in 
eims of value of output per hectare. In the 
'ase of bagasse, the estimate is amved at as 
I percentage of quantity of sugarcane that 
;oes into the making of gur. 

The estimates of value of output for the 
ivestock sector are prepared separately for 
he items, milk,meat group, eggs, wtxil and 
lair, dung, silk, worm cocoons, honey and 
ncrement in livestock. The important sources 
if data for estimating the value of output 
rom livestock sector are the Integrated 
iample Surveys (ISS) data, department of 
nimal husbandry and dairying (AND), 
ninistry of agriculture, stale AHD, NSSO 
eports, All-India Livestock Census (ILC), 
>Mi reports. Central Silk Board and the 
CVIC. The ISS taken up in 1976 as part of 
'ifthFive-YearPfanenvisagedestabiishing/ 
tiengthening the statistical cells in the state 
iHD for the purpose of conducting sample 
urveys for the estimation of live-stock 
iroducts and carrying out other stati-stical 
ctivities. Data is collected in this scheme 
n a number of parameters relating to 


Hveitocfc. In order to iitqxove the quality of 
livestock statistics in the country, the 
government of India constituted a technical 
commitlee of direction (TCD). The 'TCD is 
responsible for finalisation of slatewise 
production estimates of mi ik, eggs and wool 
compiled by the tune AHD using the results 
of ISS. The value of output of these products 
isestimatedutilisinglhefiguresofptDthiction 
finalised by the 'TCD and made available by 
the department of AHD and the price figures 
furnished by the state DES. In die case of 
meat group, which comprises of meat 
(including edible offals and glands and 
poultry meat), meat products (fats, legs, head, 
etc) and by-products (hides, skins, guts, 
blood, bones, horns, hoofs, etc), the 
production figures are estimated with the 
help of yield rates and number of slaughtered 
animals, furnished by thedepartmentof AHD, 
as well as the state AHD. Tlie estimates of 
other meal products and by-products are 
based on the number of slaughtered animals 
and fallen animals, wherever applicable, and 
the corresponding yield rales available from 
various DM I reports. The estimatesof poultry 
meat are prepared in terms of number of 


adult fowls and chickeos slaughtered using 
the informatiofl on utilisation of tqggs and 
chickens survi ved. Tlie estimates of dung are 
prepared on the basis of informatioo on 
livestock population and evacuation met 
supplied by Um departinefit of AHD, as weli 
as the resuiu of ISS. The utilisation rates 
dung used as manure and used as fuel ire 
also supplied by the department of AHD. la 
the case of silk and hon^ the output figures 
of silk worm cocoons by types, namely, 
mulberry, lasar, ericot and muga and honey 
are available with Central Silk Board and 
Khadi and Village Industries Conunission 
(KVIC), respectively. The estimates of 
increment in livestock population arc 
estimated by extrapolating the population 
figures available from the successive ILCs. 
The ILC conducted quinquennially is dte 
important source of data on livestock 
numbers. This census provides agewise and 
sex wise data at the district level on a ruimber 
of different categories of animals separately 
forurban and rural areas. The prices required 
for estimating the value of output for both 
agriculture and livestock products are 
collected by the state DESs. 


Table 1; Gross Dome-stic Proouct from Acrkulture I.'KXi/ding Livestotk, Forestry am> Hshmo 

(At 1980-81 Pricfs) 


(Us entrr) 


Sector 

19.S0-51 

1960-61 

1970-71 

1980-81 

1990-91 

1995-96 

1 Agriculture including 







livestock 

20860 

28841 

35910 

42466 

60991 

68517 

2 Forestry 

2590 

2659 

3584 

3262 

3105 

2849 

5 Fishing 

291 

495 

700 

921 

1557 

2262 

Total 

2.^741 

.11995 

40214 

46649 

65653 

73628 

4 Alt other sectors 

191.10 

30909 

.50212 

75778 

146600 

200581 

GUP: all sectors 

42871 

62904 

90426 

122427 

212253 

274209 

Perernta/’e Cimlrihuiion in Total GDP 





1 Agnculiure including 







livestock 

48.7 

45.8 

39 7 

34.7 

28.7 

2S.0 

2 Forestry 

6.0 

4 2 

4.0 

27 

1.5 

1.0 

it Fishing 

0.7 

0.8 

0.8 

28 

0.7 

0.8 

Total 

55.4 

.50.9 

44 5 

.38.1 

.10.9 

26.9 

4 All other sectors 

44.6 

49 t 

55 5 

61.9 

69.1 

73.1 

GDP. all sectors 

100.0 

100 0 

100.0 

100.0 

1000 

iOO.O 


Table 2: Gross Domestic Prooict From AGRiciiLTtniE Incluwnc LivESTtxat. Forestry and Dwno 

(At Currevt Prices) 


(Rscmrt) 


Sector 

19.50-51 

1960-61 

1970-71 

1980-81 

1990-91 

1995-96 

1 Agriculture including 






livestock 

4690 

6.561 

16821 

42466 

135162 

2S2S44 

2 Foresliy 

279 

347 

871 

3262 

8281 

10704 

.1 Fishing 

40 

82 

245 

921 

4558 

1IS04 

Toul 

.5009 

6990 

179.17 

46649 

148001 

274752 

4.All other sectors 

3970 

8264 

21771 

75778 

329813 

711035 

GDP: oil sectors 

8979 

15254 

39708 

122427 

707145 

985787 

Pen-rnlagr Coniribulion in Tolul GDP 





1 Agriculture including 






livestock 

52.2 

43.0 

42.4 

34.7 

28.3 

ISA 

2 Forestry 

3.1 

2.3 

2.2 

2.7 

1.7 

l.t 

3 Fishing 

0.4 

0.5 

0.6 

0.8 

1.0 

u 

Total 

SS.8 

45.8 

45.2 

38.1 

31.0 

17.* 

4 All other sectors 

44.2 

54.2 

54.8 

61.9 

WjO 

711 

GDP: oil sectors 

100.0 

100.0 

100.0 

100.0 

100.0 

MM 


t I 



«voy double counting of value 
product, the vahie of inputs, which are 
alto outputt of some items, are deducted, to 
; V arrive at the gross domestic product, which 

isalsolerRiedas(hegrossvalueadded(GVA). 
The inputs, generally being common to both 
livesto^ and agriculture sub-sectors, are 
estimated for the sector as a whole. Thus, 
GDP figures are not separately available for 
the agriculture and livesUxk sub-sectors. 
(Utilising the rates and ratios available from 
. the Input-Output Transactions Tables of the 
CSO, the GDP estimates for these two sub¬ 
sectors have been made by the CSO and 
presented in the NAS 1996.) The inputs of 


agriculture sector are divided into ten items, 
namely, seed, organic manure, chemical 
fertilisers, current repairs, maintenance of 
fixed assets and other operational costs, feed 
of livestock, irrigation charges, market 
charges, electricity, pesticides and insecti¬ 
cides and diesel oil. Data on seed rates are 
avail^e from the CCS as well as the state 
agriculture departments and the leports of 
the DMI. In the case of organic manure, it 
is assumed that the output of dung manure 
in the livestock sector is equivalent to the 
organic manure input in theagriculture sector. 


hsticidmAiwdationofliKatl*-^ ' 

•boot 93 per cent or Die geogniMiiCH area. 
The land use statistici for neatly 86 percent 


of diesel oil are prepared using the norms 
available from the CCS and the figures ot 
number of diesel engines and tractors 
available from the stale DBS. The cstim at rs 
ofrepain and maintenance are prepared using 
the norms available from the All-India Debt 
and Investment Survey (AIDIS). , 

DI 

Framework of Agriealtutal 
Stadatia 

The prime focus of agriculture sector 
revolves around crop production; the strength 
of the agricultural economy itself is highly 
dqiendent on the level of production of 
foodgrains and commercial crops. In this 
background, the importance of statistics of 
area, production and yield of crops, their 
reliability and timdiness assume utmost 
impoftimee to the plantien, administrators, 
policy-makers and research workers. The 
crop production statistics are now based on 
objective sampling methods latgdy due to 
pioneering cootiibinions by PC Mahalanobis, 

V G Patiseand P V Sukfiatme in the l95Qi 
and 1960s. The system of agricultural 
statistics is a decentralised one. 


of the repotting area am baaed on coopleie 
emimeration,9 percentofthesreaon sample 
surveys and the remaining 5 per cent of the 
area it not based on any systeniatic approach. 
At present, the land use statistics are bang 
crdlected according to the following nine¬ 
fold classification; (a) foresu: (i) foteM, (b) 
area not available for cultivation; (ii) area 
under ntm-agricultuni uses, (hi) barren and 
uncutatraWetond.fcjotherunctiWvaledJand 
excluding current fallows: (Iv) permanent 
pastures and other grazing lands, (v) 
nutcellaneous tree crops and groves not 
itKiuded in the iwt sown area. (vi) culturable 
waste, (d) fallow latxis: (vii) fallow lands 
other than current fallows, (viii) current 
fallows, (e) na area sown; (ix)na area sown. 

The land use statistics and crop area 
statistics is a by-product of land revenue 
administration on the temporary records 
prepared atmually by the revenue settled 
stales whereas in the permanently senled 
states of Kerala, Orissa and West Bengal 

Tabu 4: Exnnential Ckowth Rates of 


The estimates of value of chemical fertilisers 
consumed are arrived at by using the figures 
of materialwise distribution of chemical 
fertilisers published by the Fertiliser 
Association of India and the retail prices. 
The livestock feed comprises of roughages 
and concentrates. The roughages include 
cane trash, grass, fodder, stalks, straw, ac, 
while concentrates are oil cakes, crushed 
pulses, grains, grams, rice bran, busk, 
oilseeds, gur, etc. The emire production of 
fodda, cane crash and grass and 95 percent 
of production of stalks and straws in the 
agriculture sector are considered to be 
consumed by the livestock population. 
Adjustment ismade towards theconsumption 
of these items by the animals which are not 
directly connected to agilpulcure sector. The 
estimates of cmcentrales fed to livestock arc 
laigely based on the feed rates collected 
under the 30th round of NSSO in 1975-76, 
studies conducted by the Indian Agricultural 
Statistics Research Institute (lASRI) as well 
asbyihestiSeDES.Theestimatesofimgation 
charges are based on Iheinfonnacian available 
from the slate irrigation depaitments. The 
estinuttes of marka charges are airived it 
by conducting a special study with the help 
of itatcDES and the DBS Ag, covering various 
agricultural and livestock commodities and 
several primary marketing centres. These 
market charges as proportion of value of 
output are assumed to te constant during a 
period of few yean and are therefore, not 
revisedevetyyear.'Whereastheestimatesfor 
eiectridty and pesticides and insecticides are 
based on the information received from the 
Central Electricity Authority and the 


India is one of the few countries having 
a well established system of collection of 
land use statistics which is the by-product 
of land revenue system in major parts of the 
country. Detailed statistics ofland utilisation 
which givedassificationofland put to various 
uses, ate continuously available since 1884, 
though the scope as well as geographical 
coverage of statistics has been undergoing 
gradual expanskmoverthe period. Cotnpleie 


Aohcultuxe and Livestocic PSoduos 


Exponential Growth Rotes 
<1970-71 to 1994-95) 


At im-fH Prices 


1 Agtfealtuic 

2.9 

2 Uvetlock 

4.6 

.Mr Current Prices) 


1 AgricuInKe 

10.9 

2 Livestock 

14.1 


Table 3: Value of Outtut or AaMCta.Ttxut and Livestock Prqcnjcti 

(JO crort) 


Yean 

(At 1980-81 Prices) 

(Ac Cmreni Prices) 

Agricultitre 

Livestock 

Agricaltuie 

Livestock •' 

1970-71 

37536 

7387 

17306 

3296 

1971-72 

36901 

7508 

17843 

3459 

1972-73 

34596 

7783 

19597 

3931 

1973-74 

37609 

7901 

26115 

4751 

1974-75 

.36776 

8180 

28746 

5707 

1975-76 

41465 

8677 

27289 

6312 

1976-77 

38875 

8910 

27876 

6777 

1977-78 

43331 

9631 

32658 

7744 

1978-79 

44441 

9840 

32873 

8494 

1979-80 

38754 

10263 

34636 

9208 

1980.81 

46278 

10597 

46278 

10597 

1981-82 

48872 

11291 

50880 

12808 

1982-83 

47999 

11778 

52575 

14360 

1983-84 

52730 

12645 

63355 

16659 

I984-8S 

52421 > 

13494 

65443 

19582 

1985-86 

52208 

14220 

69368 

21920 

1986-87 

51175 

14866 

72990 

24552 

1987-88 

50555 

IS213 

10932 

27970 

1988-89 

60446 

15870 

100774 

32165 

1989-90 

60931 

16510 

108441 

37685 

1990-91 

63383 

17182 

128657 

42041 

1991-92 

61747 

17777 

149881 

50941 

1992-93 

. 64962 

11664 

164562 

58361 

1993-94 

66809 

19656 

188252 

67266 

1994-95 

70181 

20490 

217836 

76571 


T 


• ^ 1 
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tfwieitMiitictaiebiMdotttpecially designed 
sunfde surveys. The printty reponer of rite 


etmuiHy.ThU size of survey U expected to dtunefatMoorafinaadfinalyieldcsiimsles 
deliver the yidd nries of principsi crops at under GCES, become availsbie.. ; 

With a view to exerdse a sample dieck 


revenue department generally' known as 
patwari maiiilains for each village a basic 
register called the khasra register, which 
gives information for each survey number 
(field) recording its total area, name of the 
owno'and operator, ienun and tenancy rights, 
area under different land use and. in case the 
land is cultivated, the area under different 
crops, fruits orchards, irrigated areas under 
crops, sooice of irrigation, etc. Atier the 
entries in the'basic village register are 
complete for a season, a villagewise crop 
abstracts giving area under crops is prepared. 
Annual abstracts of different land use and 
of area irrigated from different sources are 
also prepared. The village totals are ag¬ 
gregated to obtain the figures fur successive 
hierarchy ol .ulministrative units like tchsil, 
district and state. 

In the states of Kerala, Orissa and West 
Bengal, the stati.stics on land use is collected 
through a scheme for establishment of an 
agency for reporting of agricultural statistics 
KEARAS) under which 20 per cent of the 
villages in the states are being envisaged to 
be covered each year under complete 
enumeration basis by regular reporting 
agencies. In the north-eastern states (except 
Asiiam) where no reporting agency had been 
functioning, the land use statistics had been 
generated through ad hoc methods. This 
scheme has been extended to the NE states 
of Arunachal Pradesh, Nagaland and Tripura 
besides Sikkim during 1^-95. 

The yield statistics are ba.sed on 
scientifically designed crop estimation 
surveys under which about S lakh crop oitti ng 
experiments are being conducted annually 
in the country under General Crop Estimation 
Surveys(G(iES)on66ctopS(Sl food crops, 
IS non-food crops) with the coverage 
extending to 23 states/UTs. The statistical 
design adopted for diese surveys is stratified 
multistage random sampling with tehsils/ 
districts alike administrative units as strata, 
villages within strata as primary sampling 
units, fields within each selected village as 
second stage units and finally plots of 
specified size in the seicctod fields as the 
ultimate sampling unit. From each selected 
village, generally two fields growing a 
particular crop are selected and from each 
selected Held, one experimental plot of the 
prescribed size is selected and located at 
random for conducting the experiment. The 
produce from the plot is harvested and on 
a sub-sample of the experimental plots, the 
produce is stored and reweighed after diying 
so that appropriate allowance for driage is 
made in the estimation of average yield. 

. The allocation of experiments between 
different straUisgenerallydoneinproportion 
to the area under the crop. At present, about 
S lakh crop cutting experiments are planned 


all-lndialevelwiththeprecbionof 1 percent 
sampling error or even less. However, the 
same may not hold true for minor crops and 
other crops at stale or district level to the 
estimates so derived at the harvest stage. 
These yield estimates when combined with 
area estimates give estimates of production 
of principal crops. 

The olTiciaJ estimates for principal crops 
are usually released after the crops ha ve been 
harvested. However, demand for these 
estimates arise even when the sowings are 
going on or have just been completed for 
formulation of procurement, import/export 
and price policies by the government The 
advance estimates are broadly of two types. 

Pre-harvest estimates or the estimates of 
likely production of a crop formulated during 
its growing stage and prior to its harvesting 
which are based on information furnished 
by SASAs, the weather behaviour and the 
crop condition reports received from the 
Market Intelligence Units of the DE and S: 
and 

Quick estimates or initial post-harvest 
estimate of likely production of a crop based 
on crop area obtained generally from the 
sample survey conducted under the timely 
reporting scheme (TRS) and crop yield 
obtained from a large and representative 
sample oferop cutting experiments conducted 
undw the General Crop Estimation Survey 
(GCEtl\ both the surveys being undertaken 
by the State Agricultural Statistics Authorities 
(SASAs). 

These estimates are continuously reviewed 
and improved upon on the basis of regular 
reports from slate governments and on the 
basis of yield rates of supervised experiments 
in respect of principal crops under the 
Improvement offirop Statistics (ICS) scheme 
till the final estimates of production of a 
crop, which arc based on complete 


on the quality of prinwy data coUecUd in 
the coune TRS area enumeration sod OCES 
for yield estimation in the. stales, DESAg 
initiated a scheme on ICS in 1973-74 wMch 
is being implemented by the NSSO in 
collaboration with SASAs and coven the 
following aspects of the agricultural statistics, 
namely, (i) area enumeraiori (ii) pagCi 
totalling of khasra registers and (iii) ' 
supei^sion ofcropcuttingexpe ri mems.Thta 
^hemc is being implemented in the 14 kuid 
record states and the Union Territoiy of 
Pondicheny.Inihethreepermanenllysettled 
stmes of Kerala, Orissa and B^igal. ' 
it is linked to another centrally sponsored 
scheme, viz. EARAS. The checks on area 
enumeration and page totalling are carried 
out in a sub-sampleof 10.000 villages from ' 
among the TRS/EARAS sample of vilbiges. 
Insofar as yield of crops is concemed. the 
ICS scheme provides for supervision at 
harvest stage of about 3.000 crop cutting 
experimentson majorcrops-ThcNSSO lakes 
up supervision work on about IS.0(X) 
experiments and the SASAs on another 
15,500. The yield rates based on supervised 
experiments are utilised in conjunction with 
the estimates of area available under the TRS 
scheme to prepare advance estimates of 
production. The basic objective of this scheme 
is to locate deficiency in the system of cnq> 
area and yield sutisiics and to suggest 
remedial measures. The yield estimation u 
not an integral part of the ICS scheme. It 
is a by-product of sample superviskm on 
state field agency's woA. 

The frame for GCES i s dependent on timely 
completion of basic records. The 
incompleteness of the primary land use 
statistics causes d> parturts from the 
theoretical dc>ign of GCES. The ICS scheme 
hasthedistinctivefeaturestolocatethesouice 


Table S: iNoicATnits (w Sources of Non-Sampunc Errors 
(All Inwa 199.3-94) 


SI No Item Perceniace Incidence 

Khwif Rabi 

1 

Timely completion of Girdawari 

SS 

St 

2 

Girdawari not conipleied at the lime of supervision 

20 

19 

3 

Submission of TRS slaiemenu without completion of Girdawari 

14 

10 

4 

Non-tubmiuion of TRS statemenu 

19 

17 

5 

Conduct of crop culling experiments 
(i) Without erron 

77 

76 


(ii) With erron in 
(a) Measurement of field 

3 

J ■ 


(b) Selection 

(c) reporting ancillary information 

12 

12 

6 

Response in sample chKk on crop cuning experiments 

>3 

iS 

7 

Survey numben in which eiion in recording crop area were observed: 




(■) not reporting (he crop whidi is actunlly grown in the survey nwnber 

14 

12 


(b) recording a crop as sown in the field when actually no crop has been 

5 

4 •: 


sown in the field. 


' * 


7 


Soarce: Report tm the Suiltu of EstiaiatUm of Crop Predactitm te /ndio. I993~t4. 
Survey Organisation. 
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of non-iamplingemnMnd Mtseu its impact 
on agricultural statistics. It is through ICS 
that the qualitative valuation and the data 
validation is undertaken on a uniform basis 
for a system which otherwise is decentralised. 
The key indicators on operational aspects in 
generation of area and yield statistics at all- 
India level for the year 1993-94 are 
summarised in Table S. These factors 
contribute directly or indirectly to non- 
sampling errors. 

IV 

Data Gaps 

In the case of 43 principal crops, estimates 
on area and yield are available with teasonabie 
time lag. However, in the case of minor 
crops, the yield estimates are available only 
afterconsiderable time lag. The yield figures 
are also not generally based on scientific 
methods. Although some of the states have 
initiated a scheme for “Crop Estimation 
Surveys on Fruits and Vegetables and Minor 
Crops”, to estimate the yield rates of fruits 
and v^etables as well as minor crops, the 
same is not being done in ail the state. In 
the case of unspecified crops like other 
oilseeds, other cereals, etc, the yield figures 
are not at all available, although area figures 
are available from the DESAg along with the 
LliS, which means a time lag of about two 
to three years. In the case of grass and fodder, 
tile estimates are based on very old yield 
rates, relating to I952-S3. The estimate of 
area under grass is also based on very old 
norms based on LUS. A major data gap in 
the agriculture sector is with respect to 
separate data on many minor crops as well 
as crops which have recently been taken up 
on large scale as commercial crops. There 
is considerable demand for production data 
on individual items which now figure in 
other cereals, other pulses, other fruits and 
vegetable, other spices, etc. In fact, the 
category of others in the total value of output 
of fruits and vegetables accounts for about 
75 percent. It is essential that details of these 
'others’ are separately available. Further, a 
major data gap is being felt relating to the 
production of mushrooms, flowers and other 
parts of plants, medicinal herbs, etc. It is 
possible that most of these are not being 
covered in the present estimates of production 
as they are likely to be carried out in areas 
other than the farmlands. Being missed in 
production statistics, these relatively new 
areas of cultivation may not also be covered 
i n the esti mation of G DP. The other anci II ary 
activities, like cut flowers and dried flowers 
and other parts of plants are also not being 
covered in the estimation of GDP, due to 
absence of data. 

In respect of livestock products, reliable 
estimates of production are available for the 
three major products, namely, milk, egg and 
wool, although the time 1^ of these estimates 


is of the order of two years. However, 
estimates of milk ftom animals other than 
cows, buffaloes and goats are not available 
and thus, not included in the GOPeatimates. 
Similarly, the utilisation rates of milk in fluid 
form or after being converted intodesi ghee, 
butter, khoa, cream, etc, are not availaUe. 
In the absence of this data, estimates of value 
of output of milk are being prepared as if 
milk is consumed as much. In the case of 
meat, the estimates of yield are not generally 
based on any scientific techniques. Besides 
no reliable estimates of numbw of animals 
slaughtered in places other than the slaughter 
houses like unorganised slaughter houses, 
religious slaughters, etc, ate available. The 
estimates of yield rates of meat products and 
by-products arc based on very old norms 
d^ved from the DM1 studies. In addition, 
there is no data on number of fallen animals 
and these are estimated using DMI 1961 
studies on the subject. In the case of poultry 
meat, the estimate number of fowls, ducks 
killed and average meat yield per bird are 
not available. These are based on some very 
rough norms and studies conducted by IASRI. 
The estimates of hair and bristles suffer due 
to lack of scientific studies on the yield of 
these items. The present estimates ate based 
on DM] 1958, 1961 and 1962 studies. The 
evacuation rates of animals in terms of dung, 
and its utilisation as manure and for fuel 
purpose too are based on a limited study 
conducted by few states and co-ordinated by 
the department of AHD in 1984-85. In the 
case of estimates of incremoit in livestock, 
the estimates arc based on successive ILCs 
and using extrapolation techniques. The ILC 
is unfortunately not conducted at the same 
time by all the states. Besides, if the reference 
period happens to coincide with a drought 
year, as happened in the case of 1987, the 
estimates for the subsequent years based on 
extrapolation would go totally awry. This 
technique also does not take into account the 
present conditions, like death of animals due 
to natural calamities. Therefore, there is data 
gap to the extent that there ate no reliable 
estimates of livestock population on annual 
basis due to lack of data on the annual data 
on number of deaths of different categories 
of animals due to natural calamities in 
different regions. 

I n the caseof inputs, the seed rates of crops 
other than those for which CCS is being 
conducted, relates to NSS 1951-52 and 
various marketing reports of DMi^Even the 
CCS is not conducted in all the states and 
norms of neighbouring states are applied to 
the states where CCS is not being done. This 
is a major data gap as different states have 
different farm and soil conditions. Inthecase 
of chemical fertilisen and pesticides and 
insecticides, instead of the consumption 
figures, the estimates are being prepared 
using the dispatch ngiuei. The estimates are 


very weak as far as tfie feed ofUmtoek is 
concerned. The benchmark estitoMs of 

production of fodder and grui are based on 
NSS, 1955-56 survey. The estimates of yield 
rates of stalks and straws other than those 
available ftom CCS are based on NSS 1951- 
52. The estimates of quantity and percentage 
of different components of concentrates 
consumed per cattle are based on NSS 1975- 
76 survey and studies conducted by lASRI. 
The itemwiseconsumption of roughages and 
concentrates consumed by different 
categoriesof livestock is not available, which 
is essemial both for the construction of input- 
output transaction taUe as well as reliable 
estimates of livestock feed. Such data 
separately for rural and urban areas will help 
in evaluating the value of output of animals 
used in sectors other than agriculture and 
livestock. The data on operational costs and 
repair and maintenance is very weak. The 
estimates of repair and mai ntenance are based 
on rough norms based on AIDIS conducted 
once in 10 yean. The annual estimates are, 
therefore, very weak due to the absence of 
annual indicators. Based on limited data 
available on operational costs of livestock 
products, it is assumed to be 0.25 per cem 
of value of output. The data on market 
charges of livestock products is also not 
available. 

In respect of prices, ideally, these should 
relate to the first point of transaction, at 
which income accrues to the producer. 
Unfortunately, such data is not available and 
estimates are usually based on prices 
prevailing in the primary marketing centres. 
Further, the actual quamity of transactions 
atdiirercnt price levels give accurate estimates 
of value of output. In the absence of these, 
the output of a district is treated as transacted 
at the average price prevailing in different 
primaty marketing centres during the peak 
marketing period in a district. Even the 
assumption of bulk of transactions of 
agricultural commodities taking place in the 
peak marketing period may not hold good 
i n the present economic condi lions of fanners, 
as some ofthem have the capacity to withhold 
agriculture production till they get higher 
prices for their commodities. In the case of 
milk, due to its peculiar nature of marketing, 
separate data on prices is required in respect 
of co-operative marketing federations and 
milk sold directly, which is presently not 
available. Reliable estimates of prices of 
meat products, dung used as fuel and dung 
used as manure and various categories of 
animals, are not available. 

Porestimatingthecontributionofdifrereot 
factors in the generation of income, namely, 
laitd, labour, capital and emrepreneunhip 
(which respect!vdy generate tent, including 
imputed rent on account of owned land, 
compensation of employees, including that 
of family labour, interest and profits), dau 



nqidred in detail on tbeae ia not available. 
AidKNigii, data if available from CCS with 
considerable time lag, no such deteils are 
available as far as livestock sector is 
concerned. The department of AMDs surveys 
on cost of inputs and iSS collect data on 
these aspects, but unfortunately, the same are 
not being tabulated. In order to implement 
the System of National Accounts, 1993 (1993 
SNA), which, inter alia, recommends 
preparation of sequence of accounts for 
various institutional sectors like households, 
non-profit institutions serving households, 
non-flnancial corporations, financial 
corporations and government, data in detail 
is required on factor incomes cross-classified 
by type of institutions. 

The agriculture sector continues to be an 
important contributor to the GDP of the 
country, despite its decline in percentage 
terms since 1950-SI. The data base of 
agriculture sector is relatively adequate 
vu-a-vir that of the livestock sector. How¬ 
ever, with the emergence of new areas and 
techniques of cultivation, data is required on 
these areas so as to include them in the 
estimates of value of output of agriculture. 
These relatively new areas are the mushroom 
cultivation, floriculture, herbs, medicinal 
plants, etc, which may or may not be taking 
place on farmlands. Besides, the categories 
‘others’ have become substantial in terms of 
value of output, particularly so in the case 
of fruits and vegetables and miscellaneous 
crops. The data gaps in livestock sector are 
quite serious. Although two surveys, namely, 
ISS and cost of inputs are being conducted, 
and information is collected on wide variety 
of parameters, the schedules are not being 
tabulated in totality. The CCS gives 
substantial information for estimating the 
factor incomes, for agriculture sector but 
similar details are absent as far as the livestock 
sector is concerned. Data also needs to be 
collected by type of institutions owning the 
assets, both in the case of agriculture as well 
as livestock sectors to prepare institutional 
accounts. For estimating the GDP of the 
agriculhire and livestock sectors separately, 
studies are requited to be conducted to 
estimate the consumption of inputs of 
livestock which are commonly used for both 
agriculture and livestock products. Due to 
the growing need of data base for regional 
level planning, future requirements of data 
for both these sectors may be at least at the 
district level. 

Bibliography 

GovenuneM of India, Oepartnieni of Statistics, 

Central Statistical Organisation (1989): 

Sources and UetMadt, 19S9. 

- (1996): National Acemaus Statistics. 1996. 

- (1997): Press Note on National Income. 

Consumption Expenditure. Saving and 

Capital Formaiian, dated 23.2.1997. 


Oovenuneat of India. OepsnmMt of Anliiial 
Hiabandry and Ouiying (1993); Nepoet ti 
the Technical Committee of Direction for 
Improvement of Animal Husbandry and 
Dairying Stattsttes. 

Oovemment of India. Oepartmeoi of Statistics, 
National Sample Survey Oigaaifation (1969); 
NSS Report No 32{PmltO III): Same Aspects 
itfCosi (f Cultivation of Agriculture Craps. 
5th to 7th Rounds: 1951-52 and I952-5S. 

- (1962): NSS Report No 65. TtMes with Nates 

on Animal Husbantry. Ilth Round August 
1956-January 1957. 

- (1978); ‘NSS Report No 281: Same Aspects of 

Production of Livestock and Related 
Characteristics, 30th Round July l97S-June 
I976‘ (mimeograph). 

- (1996); NSS Report No 19: A Report m the 

Status if Estimation ofCrtp Praduction in 
India 1993-94. 

Government of India, MinisUy of Agriculture. 
Directorate of Economics and Statistics 


(Annnal): (I) Area and Production of 
Principal Craps in Mia: (2) Land Use 
Statisdes. 

- Reports on Cost if Cultivation Studies' 
rimmeograph). 

Govermnent of India. Miaisuy of Agricultnte. 
Oiiectorate of Marketing Intelligenoe (1933): 
Marketing Report im Meat. 

- (1957, 1961): Marketing Report on Other 

Livestock Products. 

- (1938); Marketing Report an Animat Pass 

and Certain Important By-Products in India, 
1958-39. 

- (I9S8); ‘Marketing Report on Camel Hair 

I9S8-S9' (unpublished). 

- Marketing Report if Bristles in India. 
Kulthreshllu. A C and Ratnesh Kolli (1993): 

‘Contribution of Livestock Sectorto National 
Income and Data Requiiements for the 
Purpose‘. 47ih Annual C^feience of Ind ia n 
Sociely fo Agriculture Slatistict, Titvpati, 
December 16-18. 


SAMEEKSHA TRUST BOOKS 

Selections of Articles from Economic enef Polltletl Wtpkly 
General Editor: Aahok Mitre 

Industrial Growth and Stagnation 

Edited by 

Deepak Nayyar 

A selection of essays presenting the main strands In the debate on' 
Induatrialisation in India. The contributors analyse the factors underlying the 
deceleration in industrial growth Irom the mid-ISBOs to the mid-1970e and 
discuss the conditions and policies for a return to the path of sustained 
growth. Alternative hypotheses about the macroeconomic determinants ol 
and constraints on industrial growth in India are examined, focusing on the 
performance of the agricultural sector, intersectoral terms of trade between 
agriculture and industry, disproportionallties within and between sectors, the 
level of investment in the economy, the nexus between public and private 
investment and the relative significance of supply and demand conttraMs. 


362 pages 


Rs 275 


Poverty and Income Distribution 

Edited by 

K S Krishnaswamy 

While there has been, over the yeare. a peioeptiWe Increase in per capita Income 
and expenditure and possibly some decline in the incidenca of poverty in htda. 
what still remains is massive and of a kind that Is not remediad quiddy or smooWy. 
Even with radical policiea, the shifts in income and occupattonsi structures to 
make a serious dent on it wRi take more than the rest of this century. In tis 
welter of recent exchanges between the government and the oppoaitton as wal 
as between planners and market advocates on the strategy of growth, these iasuas 
have been largely obfuscated. It is therelore more than evar naoaeaaty today 
to recognise the magnitude of the problem and the inadequacy of the meaaurss 
adopted so far to deal with it. 


pp viii + 420 
Available from 


Rs 240 


OXFORD UNIVERSITY PRESS 
Bombay Delhi Calcutta Madras 


( 


\<IS9 


Btwi fft idf and Mldcal Weekly July S, 1997 




Stenlisation TVends in Bai^^adesh 

Supply-Side Determinants 

Vousu/ Hasan 
Rushikesb M Mam 
Ruth Simmoas 
AUAsbrat 

A government's ability and determination to promote/an,.ty planning services largely depends on its political 
will as well as the types of policies and programmes it carries out. This paper looks at sterilisation trends in 
Bangladesh since 1965 and examines various programme and policy hypotheses that have been associated with 
the observed trends. 


I 

Introduction 

IN the late 1970s Bangladesh experienced 
a rise in sterilisation acceptors, which 
continued into (he early 1980s. However, in 
June 1985, it was apparent that for the first 
time in several years, the annual number of 
sterilisation acceptors did not surpass that 
of the previous year. Thereafter, in June 
1986, the annual sterilisation acceptor figure 
decreased to the level of the beginning of 
' the decade. Understandably, these figures 
raised concern in relevant government and 
donor circles. The so-called sterilisation 
decline and a number of hypothesised expla¬ 
nations for it became a major focus of interest. 
This paper has two main objectives; (I) To 
describe sterilisation trends in Bangladesh 
since 1963; and (2) to explore various 
programme and policy hypotheses that have 
been associated with o^rved trends. 

Research studies, development plans, 
literatures and statistical reports were 
reviewed, [n addition, a number of interviews 
were carried out both at the national and the 
field level to explore various programme 
snd policy hypotheses related to the changes 
in sterilisation acceptance. At the field level, 
government managers responsible for 
sterilisation programme, clinicians, and grass 
roots level workers in both public and private 
sectors were interviewed. These interviews 
took place in two extension project 
subdistricts, i e, Abhoynagar and Sirajgonj. 
At the national level, key people associated 
with policy formulation, impletnetitation and 
evaluation in both government and non¬ 
government sectors were interviewed. All 
statistical information relate to the fiscal 
year, i e, July to June. 

II 

SteriUMtioa Tremb fai BangfaKieth 
1965-1990 

Overall SteriUsadon Trends 

Examination of sterilisation trends over a 
quarter of a century reveals tyro distinct 
ph8ies,apre-Liber8tionandapost-Uberation 
phase. Between 1965-70, during the Third 


Five-Year Plan of the Pakistan period, 
vasectomy was the most preferred method. 
In the post-Liberation period, after 1971, by 
contrast, the dominant method of sterilisation 
has been tubectomy, except for the years 
1974-77 and 1985-87 when the vasectomy 
acceptors were slightly higher than the 
tubectomy (Figure I). Sterilisation 
performance at the end of the 1960s was 
higher than in 1981-82. but plummeted to 
an insignificant level at the time of the 
Liberation war. In the post-Liberation period, 
acceptor figures increased annually until 
1984, with the exception of the year 1978. 
Increases, in the early 1980s were relatively 
steady, fluctuating between 40,000 and 
60,000 per year. However, for 1984, the rate 
of increase was unusually steep, with the 
addition of2.(X),000 more acceptors than the 
previous year. 

After 1984,annualnumbcrof sterilisations 
started declining, first at a slower rate, 
followed by a steep decline for 1986. At the 
end of 198^ acceptor figures had once again 
increased, reaching 1983 levels, but much 
less than those of the peak year performance 
of 1984. There was a sharp decline in number 
of sterilisations during FY 1988, followed 
by a slight increase and plateauing in 1989 
and 1990. In sum, then, we see that while 
the year 1978-84were characterised by rapid 
rise in sterilisation acceptors the years since 
then have witnessed a fair amount of 
fluctuations in sterilisation trends at a much 
lower level of performance. 

In 1966 during the first year of the 
government programme, 5,000 vasectomy 
acceptors were recruited, but within three 
years, by June 1969,the number of acceptors 
had increased 78 times reaching almost 
4,00,000. Vasectomy figures fbr (his 
particular year have remained a record, 
although these statistics are generally 
consitjgied unrtiiable(l}. The next year saw 
a decrease, but the performance was still 63 
timet higher than 1966. During the Liberation 
movement and in the immediate post- 
Libetation period, very few vasectomies were 
performed, though exact statistics for this 
period are not avaHaMe. 


During the First Plan period of Bangladesh 
(1973-78), the acceptance of vasectomy 
staited to increase slowly, but this trend was 
not maintained, and the years 1978-81 saw 
consistently low levels of vasectomy 
acceptors. From 1981 to 1985 increases in 
vasectomy acceptors occurred, with a 
particularly steep increase in 1984. Since 
(hen, except for a small increase in 1987, 
vasectomy performance has been decreasing. 

Tubcctomies were rare before 1973 but for 
the next 11 years, until June 1984, annual 
increases occurred. For the next two years 
tubcctomies declined sharply, witnessing a 
small rise in 1987, and again in 1989 and 
1990. Thus, for the post-Liberation period 
tubectomies have been the dominant method 
ofpermanent contraception except 1985-88. 
While overall acceptance levels for the two 
methods are quite dissimilar for most of the 
post-Liberation period, after 1981 both 
methods experienced a marked increase, 
followed by a fair degree of fluctuation since 
1984-85. 

A detailed breakdown available with the 
MOHFW Management Information System 
since January 1982 makes it possible to 
examine quarterly sterilisation trends for the 
period of January-March 1982 quarter to 
April-June 1990 (Figure 2). The most 
common feature in this period is that fm 
overall sterilisation the second and third 
quarter (April to September) together are 
lower than the fourth and third quarter (April 
to September) together are lower than the 
fourth and first quarter (October to March). 
This phenomenon is largely due to lower 
performance of tubectomies. The monsoon 
and flooding during April to September 
disrupts communication in Bangladesh and 
restricts mobility of rural women. Vasectomy 
performance during the monsoon has not 
been hampered as men are able to travel 
during the monsoon. 

Overall trends for the natkmal pfognmme 
were found in government and NGO 
programmes. A series of contraceptive 
prevalence surveys over the period of 1979- 
91 (eport[21 more than three-fold increase 
in contraceptive prevalence rate (CPR) in 
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1991 from about 13 per cent in 1979. Rate 
of comracepcion by modem reversible 
methods has increa^ at a much faster 
rate than by sterilisation during this period 
(Figure 3). The pace of increase for modem 
methods was mote than double than that of 
sterilisation during 1985-91, a period of 
marlced growth in CPR. ) 

III 

Prognnmie and Policy 
Dcvdopmeiit 

We have discussed sterilisation trends in 
the previous section. We shall now presem 
a chronological account of policy aixl pro¬ 
gramme developments to highlight the 
supply-side factors which influence 
sterilisation acceptance in Bangladesh during 
1966-90. 

Pre-Liberation Period (J966-70): In the 
mid-19S0s. limited family planning services 
were provided by private voluntary 
organisations in urban hospitals and clinics. 
Five years later govemmem initiated its own 
programine in government hospitals and rural 

ditpensaries[3]. It was soon realised that 
clinic-based family planning activities could 
not succeed witht^ a outreach component, 
and that the service delivery capacity and 
operational procedures within the health 
sector did not sufflee to mount a strong 


programmatic effott. With the development 
of an explicit population policy in 1965, 
the Pakistan government moved beyond 
the health sector towards the establishment 
of a comprehensive, (leid-oriented pro¬ 
gramme. 

The Family Planning Council, an 
autonomous inter-ministerial organisation 
was created to free the programme from 
bureaucratic constraints, and to assure quick 
decision-making and smooth flow of 
resources from the national level to the field. 
It was supported by the family planning 
boards at the provincial and district level. 
Atthedistrict level the most powerful official, 
the deputy commissioner was made 
responsible forthe programme. An executi ve- 
cum-publicity officer and a physician were 
entrusted day-to-day responsibilities. 

Below the district, the thana was the most 
important administrative unit. A family 
planning officer supported by two male 
assistants and one fenude paramedic provided 
lUDs and conventional contraceptives. Part- 
time village dais (midwives), called Local 
Voluntary Organisers, one each for 
approximately 4,000 population, were 
recruited to help the programme. Given their 
close connection to the local oaininunity, 
dais were able to handle hoatiUty towards 
hmlly plaiming at the community levd. 


- Bothgovemmentandprhratephyticianaweie 
also mobilised for die pn^ramme. 

This period was a time of expansion of 
the physical infrastructure required for 
effective service delivery. The lliird Five- 
Year Plan of Pakistan (1965-70) authoriiied 
establishment of 16 urban clinics, 400 lhana 
lUD clinics and 400 part-time vasectomy 
operationclinicsld]. By 1968, IPpermanent 
district-level clinics and 345permanent thana 
family planning clinics were established! I ]. 
Family planning activities involved all 
hospitals, dispensaries, health centres and a 
large number of individual doctors. 

An attractive incentive package was 
provided to both clients and service providets. 
Clients as well as physicians received 25 
taka per sterilisation, an amount equalling 
325 taka (equivalent to US S 9) at 1988-89 
price$|5]. Because of this attractive service 
fee, both government and private doctors 
were eager to participate in the programme. 
Field workers and volunteers also received 
a fee for each referral. Pressure was put on 
field workers to recruit mandated number of 
lUD and sterilisation acceptors. 

PaE-LiBbRAnoN Phase 

Both sterilisation and lUDaccepiancerose 
significantly during this period. Other 
methods did not expand. The exercise of 
strong administrativecontrolstoelicildesiied 
performance from workers, coupled with a 
system of attractive rewards played a 
prominent role in accelerating steriliutioa 
as well as lUD trends. So did the broad-scale 
mobilisation of government resources, the 
flexible programme structure and the 
involvement of private physicians. However, 
this period is often criiici.sed forthe fact that 
on-ihc-spot cash incentives without provision 
for proper accountability led to substantial 
nuniber of fabricated cases[6]. Muktadirand 
Huq (1972) ha'commented on this period 
as foltows[4]. 

The whole emphasis being oa target 
achics'cments. it disuacted the attention of 
the field workers from long-term leteMim 
efforts and inieasificaiion of nhiraiional 
efforts. This also tonpted ibe woken to 
give, sometimes, spurious figures-tbemi^ 
critenon for measuring one’s efiicieney. 
The otha mistake, probiMy the moat conlio- 
vcrsial component of the programme, is tte 
incentive money. In the initial pham of Ihb 
crash programme, it served as a Strang foree 
inducing many of the hesitaal diems to 
overlook many socio-cuUvral detcaring 
factors and ptubaMy because of monqr 
incentive the enlistment of active paiti- 
cipation of the majority doctors of the 
cowiny. bodi ptivaie and govamne m. wm 
potsfolcL But. the way cub money snt 
floated in the Add sriihoul provtnou lor 
checks and bela it cea go the cUenia, Md 
foactioMries and prafetsioealt CMghl iitn 
vicknia cycle of coraptioa, smukaaliig fhn 
voy foundation of the pragnmue. NrfHr. 
udMmMhrationceamdtMinoamKimeiqr, 
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the need forsustained participaiion was hardly 
felt by the clients, thereby foiling the main 
programme objectives. 

IV 

Post*Libenitit>n Dormancy 
and after 

A periodof disorganisation and suspension 
of activities adversely affected family 
planning during the period 1972-74. 
Development activities directed a recovering 
the losses sustained during the war of 
independence, received priority. Arguments 
within the government regarding the location 
of the family planning programme within 
the structure of the government bureaucracy 
further delayed resumption of vigorous 
programme activities. From the middle of 
the decade onwards, however, a new phase 
of programme development began. 

A major decision was undertaken in this 
period to abandon the extra ministerial status 
of the programme and to locate it within the 
ministry of health, renamed ministry of health 
and family planning. As part of this structural 
change, functional integration was attempted 
by allocating family planning functions to 
existing fiefcl personnel, the Held workers 
from the malaria eradication progFarome. 
The integration decision was unpopular 
among family planning personnel who felt 
they had lost autonomy and identity at a 
clearly detruncated vett^ programme with 
strong political support. Malaria workers, on 
the othin hand, lacked training, commitment 
and necessary supervision to implement the 
concept of functional integration. A decision 


was taken in 197Storespondtotheseconcems 
by creating twodi visions within the minisby, 
a health di vision, and a population and family 
planning division! 1 ]. This decision re-estatv 
fished in some sense a ‘ verticaf ’ family plan¬ 
ning programme but maintained its location 
within the ministry. It coincided with the 
creatimi of a National Population Council 
chaired by the president of Bangaladesh, and 
the pronouncement of a population policy 
immediately thereafter, it^tifying popula¬ 
tion as the nation's number one problem. 

The family planning division had to depend 
on the health division for the services of 
physicians fpr training and for provision of 
sterilisation operations. Physicians deputed 
from the health division provided clinical 
contraception services. Since physicians in 
go vemmem service are posted with the health 
department, a service fee was introduced to 
elicit their co-operation in family planning 
activities. 

Concomitant with creation of two separate 
divisions, the ministry decided to recruit a 
separate cadre of field workers for family 
planning. The Chief Male Organisers (CMO) 
and part-time inidwives (dais) were given 
an actional responsibility of distributing 
contraceptives at domiciliaty 1^1 which 
was new to them as they had rarely 
administered condom and never the pill in 
the past. Full-time female field worken were 
recruited, at the of one per ward, i e, an 
administrative subunit of the union with an 
average population of approximately 6,000. 
At the union level a full-time male worker 
was posted to supervise the female workers 


and to conduct motivational activities as 
well. Recruitment was initiated in 1976, an' 
completed in 1979. 

At this time family planning was also 
declared a multi-sectoral programme 
involving not only the ministry of health but 
other relevant social sectors. Family planning 
was integrated with mother's club anti 
vulnerable group feeding programme of th( 
ministry of social welfare with women's co¬ 
operatives, and through creation of a 
population cell in the ministry of information 
and broadcasting. Population education for 
secondary schools was introduced by the 
minisby of education. A further structural 
innovation of this period was creation of a 
Family Planning Council of Voluntary 
Organisations (EPCVO) for effective co¬ 
ordination of NGOs, and to provide them 
promotional, technical and other support to 
FPCVO and voluntary agencies [7]. The 
social marketing project began to provide 
pills and condoms through thousands of 
commercial outlets at this time, and (he 
Bangladesh Association for Voluntary 
Sterilisation opened its first clinic in I97S. 

Service facilities fur tubectomy and 
vasectomy operations were made available 
in 290 (out of 347) thana (now upazila) 
health complexes (THC) at the subdisinct 
level in the course of the First Five-Year 
Plan. At the union level, below the thana, 
1,068'FWCs were planned, but only 448 
were completed. Recruitment of a cadre of 
male and female workers implied a 
considerable training task. Training was also 
necessary for physicians to assure adequate 
skills in surgical contraception. TBAs were 
also scheduled for training. By the end of 
the First Five-Year Plan seven training 
facilities were functioning, which could not 
cope with the (raining needs implied by field 
worker recruitment. 

This period is characterised by the avail¬ 
ability of a much broader choice of methods 
furclients. Sterilisation wasno longerlimited 
to vasectomy, but tubectomy began to be 
offered on a wider scale than had been 
previously. By late 1970s simpler techno¬ 
logical innovation; minilaparoiomy, sub¬ 
stituted complicated procedures in tubec¬ 
tomy [8]. The Lippes Lmp was still available, 
thou^ not particularly popular; and oral 
pills were introduced for field distribution. 
Condoms continued to be available. The 
nominal price for condom and pill that had 
been flx^ earlier was abandoned [1]. 

As a clear reaction against practices of the 
pre-Liberation period, the Rrst Five-Year 
Plan of Bangladuh opposed cash incentives, 
jlowever, a small compensation of taka % 
and taka 108 for vasectomies and lubectomies 
respectively were allowed for sterilisation as 
conveyance charges since 1976-77(9]. 
During a three-month lung intensive 
sterilisation campaign, organised at the 
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beginning of 1977, each client was provided 
with a ‘sad’ ora ‘lungi’ in addition to travel 
reimbursement. The recruitment of 65,000 
sterilisation cases in this period was viewed 
as a big success[l01. 

With gradual recovery of the national 
economy from the liberation war disruption, 
sterilisation began to show upward trend. 
The overall level of sterilisation acceptance, 
however, was nowhere near the pre- 
Liberation levels. This is understandable. 
The First Five-Year Plan gave priority to 
development of new physical and organisa¬ 
tional structure, i e, merging the programme 
into the ministry of health; developing the 
service facilities needed for the expanded 
emphasis on tubectomies, adding field-based 
distribution of pills, and above all the 
recruiting and training a large field staff. 

With gradual development of physical 
infrastructure and human resources sterili¬ 
sation began to increase during this period. 
This gradual rise occurred in the context of 
a simultaneous increase in field-based pill 
and condom distribution as a result of acti¬ 
vities by newly recruited field-workers and 
NGOs, especially the social marketing 
project. Sterilisation however remained the 
im^inethodof clinical contraceptionduring 
this period despite reported dmuhi due to 
anesdietia overdose and scrotal infection 
(11], [12]. In case of reported death 


government policy of cash benefit of 5,000 
taka which approximates a year’s income of 
a small family was widely known throughout 
Bangladesh. lUD acceptance continued to 
suffer from problems with side-effects 
associated with the Lippes Loop. 

V 

Second Five-Year Plan Period 

During this period the family planning 
programme underwent further development 
following the policy guidelines established 
in 1976. The service delivery netwmk was 
expanded in terms of physical infrastructure 
and human resources. With expanded staf¬ 
fing, policy-makers began to recognise the 
need for establishing clear performance 
standards in order to motivate field workers 
to be regular and dedicated in their work. 
This was also the lime when another attempt 
was made to integrate health and family 
planning activities in the field. 

During this period, the National Population 
Council (NPC) was reconstituted with the 
presidem as the head of the council. The 
purpose of forming such a cabinet subcom¬ 
mittee was to locate responsibility for policy 
planning and inter-ministerial combination 
at the highest level of govemmem [13]. To 
ensure implementation of the council deci¬ 
sions an executive committee was formed 
with the minister for health and population 


as head, and the secretaries for external 
relations, finance, and member of the Plan¬ 
ning Commission, as members, and secretary, 
population control ministry as member¬ 
secretary. 

The govemmem continued the policy of 
promoting NGOs during this period. NGO 
activitie.s began to expand in rural areas. 
However, clearance of district level family 
planning officials was necessary before an 
NGO could establish itself in a particular 
area. This was intended to avoid duplication 
of services. 

The government attempted to assure 
community involvement by creating popu¬ 
lation control committees at different 
echelons; district, subdistrict, union and 
village. However, these committees below 
the disuict level remained largely inactive. 

As part of the administrative reforms 
introduced in 1982 a number of new districts 
and subdistricis were created Thesechanges 
were accompanied by a commitment to fill 
all vacam saixdioned posts at thedistrki and 
subdistrict level. Deputy directors for MCH 
based family planning were posted in aD 64 
districts. Each deputy director was backed 
up by a medical officer to look after technical 
aspects, especially clinical activities, of the 
whole district and a medical officer to look 
after performance of clinical methods in the 
maternal and child welfare centre (MCWC) 
located in the district headquarters. At the 
subdistrict level a fantly planning officer 
and a medical officer were assigned to each 
subdistricl and vacant positions in the existing 
subdistricis were filled. 

During this period the government opted 
once agai n to modi fy the relationshipbeiween 
the two wings of the ministry of health by 
mandating integration at subdistrict and field 
level. It was hoped that such integration 
would ensure effective ; linical as well as 
domiciliary s..rvice delivery. At the 
suhdistrict level (initially thona; later on 
upazila),the health administraior.aphysician 
from the health cadre, who was prevtouity 
responsible only for health activities, was 
assigned both health and family planninf 
functions and renamed thana holih and 
family planning officer (THFPO, lalCT on 
UHFTO). He was made responsible to the 
deputy director (FP) at the district level in 
regard to family planning programine, bat 
continued to repon to thedisnict civil surgeon 
for health activities. Tlw thana family 
planningofficerwas|dacedundertheTHFPO 
to assist him with the implemefltiliaoofthe 
family planning programme. Under the 
leadership of the family plannii^ officer, the 
health inspectors and assistant health 
inspectors were assigned to superviie the 
health and family planning progmante. 

At the field le^, a team approachama. 
formulated with orre female tenily wnil it 
assistant (FWA) and two mde health 
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assistants expected to woik in health and 
family planning in each ward. This integrated 
effort, however, did not work because of the 
mismatch in the working patterns of health 
and family planning field staff regarding 
household visitation population coverage, 
work routine and service delivery. Besides, 
there was no teal effort by health and family 
planning personnel to make the necessary 
compromise that could assure proper func¬ 
tioning of this approach. As a result, the team 
approach was abandoned. For the next couple 
of years integration existed in name only. 
Although integration was initialed in 1980, 
itwasnotfiiUyimpleinenteduntjl early I98S. 
Thus, the severe ad verse impact of the conflict 
generated by the integration policy mani¬ 
fested again in 198S. 

In the eaiiy 1980s the government initiated 
a major move in the direction of administra¬ 
tive decentralisation which had major impli- 
catkms for the health and family planning 
programme at the subdistrict. All government 
functionaries were (riaced under the newly 
reoiiganised institution of local government, 
called upazilla parishad. The parishad was 
compost of the elected chairmen of union 
councils, government representatives of 
various programmes at the subdistrict level, 
and women's representatives. The chairman 
of the upazila parishad was elected by the 
people of the subdistrict. Health and family 
planning was placed under the control of this 
new institution, and the MOHFP and later 
to MOHFW decided that the UHFPO should 
represent health and family piarming in the 
parishad. He attended regulw meetings of 
the parishad, provided reports on health and 
family planning, initiated programme 
developinent proposals and received money 


for both health and family planning through 
upazilla parishad. The fact that, the family 
planning officer had no role in the upazila 
parishad was seen by family planning officials 
as continued evidence of their under¬ 
privileged position and the lack of emphasis 
on family planning. 

During 1985, in an attempt to implement 
the policy integration, the government further 
strengthened the UHFPO's role over the 
family planning ofTtcer, while at the same 
time rethicing the power of the deputy director 
(FP). Responsibility to write the aruual 
credential report and to approve leave of the 
FPO was t^en away from the DD and 
assigned to the UHFTO. Regarding family 
planning matters the DD had to communicate 
to the UHFPO instead of directly to the FPO 
and vice versa. 

These structural changes caused 
considerable frustration and tuttiulencc in 
the family planning wing. In 1980, family 
planning staff at the subdistrict level felt 
slighted by being placed under the 
administrative control of a relatively junior 
physician from the health wing. They reacted 
with a two-month informal work stoppage. 
Again, in 1985 when control of the Itealth 
side was strengthened by increasing the role 
of the UHFPO, the family planning staff felt 
demoralised and angry. Subdistrict family 
planning officials, most of whom had worked 
in the same position for the last 20 years, 
could not accept the comparatively younger 
physicians as their administrative super- 
vison. Moreover, they argued, health workers 
would have to also provide family planning- 
services as prescribed in their job 
responsibilities, if integration were to be 
truly accomplished. Health perfonnel, when 


in-charge of health and family activities, 
they argued, never took interest in the field 
based family planning programme, anr 
physicians were only involved with the 
sterilisation programme and in a minor sens* 
with MCH services. Moreover, if imegratiori 
existed, tbecliniciansshouldnotbepaidan;, 
incentivefee for their service during opetatior 
as that should have been the pari of their jot 
responsibility. The family planning officiali 
do not receive any incentive for managin 
the sterilisation programme. 

The Family Planning Staff Association 
opposed the shift in authority to the health 
sicte and initiated an informal slow-down ol 
family planning work, particularly in regati 
to sterilisation as physicians were actively 
associated in promoting this method. The 
association demanded not only structural 
separation, but also a significant role in the 
upazila parishad. 

During this period service facilities for 
tubectomy and vasectomy operations were 
created for an additional 90 upazila health 
complexes. Inaddicion 20 mobile sterilisation 
teams provided services to those outreach 
areas where physical infrastructure did not 
develop in time. These facilities were pro¬ 
vided with the assistance of the health win 
which was responsible for providing institu¬ 
tional health facilities in upazila health com¬ 
plexes or hospitals. At the NGO level, BAYS 
established 32 clinics for sterilisation services 
while other NQOs had about 63 clinics/ 
hospitals. On the other hands, the social 
ma^eting project (SMP) distributed pills 
and condoms throu^ its99,000outlets i 14]. 
This was the period nWien horizontal expan¬ 
sion (^physical facilities continued todewtop 
at the up^la level and most of the upazila 
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heatth conplexes had the capacity of(terili- 
MthmperfixnuuKe. Siinultawoiiily, increaw 
of |UD acceptance was facilitated through 
the nqiid expulsion of union level health and 
family welfare centres (H and FWC). 

During this period a broad ipectnim of 
contraceptives continued to be available. 
Copper>T 200 and low dose pills were 
introduced with the expectation that reduced 
complicatimis associated with these two 
methods would Increase ctmtinuaiion and 
retention rates. But it was anticipated in the 
plan that at the end of Second Five-Yew Plan 
period sterilisation would constitute tlie major 
share of current contraceptive users because 
of the low continuation rates of other met hods 
(continuation rue is estimated to be SO per 
cent in temporary methods, 60 per cent in 
lUD and 90 per cent in sterilisation). 

In a mid-term review of the family planning 
programme to assess reasons for the low 
performance in the first two years of the 
(dan, several programme weaknesses were 
identified [7j. Some of these were lack of 
criteriaforevaluating workers' performance, 
lack of worker motivation, administrative 
weaknesses in providing sanctions against 
them, weak supplies and logistics systems 
and inadequate utilisation of existing health 
and family plaruiing facilities. As a result of 
this review, a two-yew action programme, 
popularly called the crash programme, was 
iaunchedattheend 1982, introducing several 
tools to improve efficiency, motivation and 
performance of workers at various levels. 

Districts and subdistricts were allocated 
methodwise population-based targets and a 
fixed monthly quota for all methods was 
introduced to measure performance. 
Although quotas for all methods were 
' introduced, the absence of consistent 
[ supervision and a worker-oriented record 
keying system made it virtually impossible 
to verify performanceof temporary methods, 
r This management weakness consequently 
forced government to put more emphasis on 
fulfilment of targets for clinical methods, 
because record keeping for these methods 
occurred at the clinic level and was relatively 
accurate. All NGOs involved in service 
delivery were also provided with a worker- 
based quota for all modern methods. The 
NGOs which had their own clinics were 
given a fixed monthly target per clinic. 

Rewards and sanctions at various tiers 
were also introduced to motivate better 
performance. Community awards 1o union 
and upazilas, and worker awards were 
announced for outstanding performance, 
inability to adequ^y measure perfoimance, 
however, made it impossible to implement 
this. Doctors who demonstrated good 
pwformance in clinical methods were given 
preference in assignment to various missions 
or delegations inside or outside the country. 
Programme managers of family planning at 


the tubdisttict level received a letter of 
satisfactiofi/thanks from the secretary of 
health if sterilisation and lUD performance 
were found to be good. 

Government introduced punishemem of 
both family planning workers and officials 
for failing to achieve their quotaftarget. 
Although each worker was given a quoU for 
all modem methods, punishment occurred 
for not fulfilling the clinical methods quota 
only. Again this was due to the inability to 
assure proper accountability of non-clinical 
methods distributed in the field. The main 
punishment was the threat or actual with¬ 
holding of wotken’ salary until quotas were 
fulfilled. In a series of interviews in two 
subdistricts, female workers (FWAs) 
revealed that in the early I980s they empha¬ 
sised sterilisation because their supervisors 
rebuked them or threatened to withhold 
salaries. If the worker’s quota was unmet, 
they sometimes procured clients from dais/ 
LVOs (female volunteers) or agents. LVOs 
were often paid by FWAs to motivate family 
planning acceptors for them. 

Those who referred a client for a clinical 
method were paid a fee of taka 15 initially 
to meet the transportation costs involved. 
Later this fee was increased to taka 33 to 
cover the education and motivational aspects 
of the referrer’s work. The female local 
voluntary organisers (LVO), primarily 
selected from dais, who had been working 
on a part-time basis in the family planning 
programme since the mid-1960s, were no 
longer paid a monthly stipend. Instead they 
were encouraged to work on a piece rate 
basis in the hope of increasing their per¬ 
formance. A higher referral fee was intro¬ 
duced for them than for government workers 
or their public counterparts. The referral fee 
for LVOs was raised twice during this period. 
The referral fee for workers was also raised 
from taka 10 to taka 15. It was again raised 
to taka 43 to equal that of the LVOs but the 
transport and per diem allowance the workers 
used to receive was stopped. Close relatives 
of clients, dais and other agents received 
initially a fee less than a LVO but higher 
than a worker, but later on received the same 
amount as LVOs and workers. During this 
period, the service fee u> clinicians, was 
raised from taka IS to 20. Referral and 
service fees were also provided to NGO 
workers and pdiysicians. 

Government ^so increased the compen¬ 
sation paid to clients, meant to cover wage 
loss, transportation and food cost, from taka 
108 and % for tubectomy and vasectomy 
clients respectively to taka 175 for both in 
late 1983, This was intended to meet 
inflation.' Betterquality of clothes were also 
provided (lungi within 30 uka range and sari 
within 100 taka range). NGOs who facilitated 
sterilisation and lUD services, were provided 
with wage loss, transport cost, food charges. 


clothes, etc, as admissible; for die services 
logistics were supplied free of cost oe the 
basis of their performance [7], 

This was the period when contingeaqr.: 
money and follow up medicines were 
available at the subdistriett to ensure qualily 
care. During the later part of tins period, 
^lalitaiive aspecu of sterilisation b^an (o 
be emphasised. It was mandated that the new 
anesthetic regimen' for tubectomy clients be 
strictly followed [ 13J. The new regimen was 
though introduced in 1982, impiementation 
began in a larger scale two-tiiTM years later. 
However, while the new regimen reduced 
mortality it introduced a psychological prob¬ 
lem because women remained conscious 
during the operation and coukl tee male 
doctors operating on them. Many of the 
clients screamed, and scared others who 
were wailing to be operated, and mid horror 
stories to others in the village. 

Strict screening in the selection of steri¬ 
lisation clients was ordered to assure tint 
only women with at least two duldten, the 
youngest oik mme than one year old, were 
sterilised. Stricter record keeping was also 
enforced. Name, address and sigrature of 
reforrers other than paid workers were kept 
in a separate register, along with the dieni's 
name, dme of sterilisttion, etc. U nap proved 
arklitional incentives like foodgnin supply 
to the clients to induce them to undertake 
sterilisation were discourged. 

EteTEaMINANTS OF StEMUSATKW 
Pekfosmance 

The second FYP was obviously a period 
during which the programme reaped the 
benefits of previous and ongoing strong 
efforts in the development of physical 
facilities, staffing, and training. These facton 
undoubtedly account to soiik exieiK for the 
rising trend of sterilisati'Hi accqjton until 
1984. Policy-mdkers realised ifatf physical 
infrastructure and staff akme do not suffice 
to create an effective programme. They 
recognised the need for a focus on staff 
motivation and accountability. The 
considerable rise in sterilisation acc eplo ra 
during the first four yean of the SFlh* it 
certainly in some sense attributable to the 
range of measures introduced that estaMiih 
standards against wlucfa workerperfonnaMe 
could be assessed, as well as rewmtis and 
sanctions tOEdifferentiate b et ween faigb and 
low performe ra . 

The SFYP was fuitfaennore a time wbed, 
issues of quality of care began to be nlseiL 
A special coiKeni was the unusually Mgh 
mortality levdsassocialed with steiilisatioa, 
tmd the altered anesthesia r^men mint be 
seen as an effort to improve the indmM 

quali9ofcafe.However.iheseHnprawnneii 
on the tedmicai side appear to have tnaa 
associated with coutter-efiecli ei ttnee ef 
the inleipenonal quality of caie. It agpeem 
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that the patient’s consciousness during 
surgery evoked such fear as to discournge 
other patients from accepting lubectomy. 
There is furthermore a possibility that despite 
efforts to improve the technical quality of 
care, inadequacies in this area remained, 
producing lightening side-effects for the 
patient later on which in turn produced 
unwillingness among others to go ahead 
with operations. Moreover, the larger the 
pool of sterilisation acceptors, the larger is 
the pool of people who can spread stories 
about their dissatisfactions with service 
delivery. Stricter record keeping and stricter 
screening of sterilisation cases may also have 
contributed towards a decline in the number 
of operations. It appears, however, from an 
audit report that tht^is virtually nodifference 
in the rate of fictitious cases but there was 
anincreose in the proportion of clients having 
US/MD-approved informed consent forms 
signed/thumb impressed by them prior to 
and after this instruction. 

One of the major constraints during the 
SFYP was the integration issue. Despite 
various shifts back and forth, the issue of 
where and how family planning fits into the 
ministry of health remains unresolved. The 
developments that occurred duringthis period 
tended to leave family planning staff in an 
increasing state uf frustration. Officials who 
at the beginning of Iheircateercould function 
with a fair degree of autonomy in their 
position were faced with a situation where 
almost 20 years later they had not had much 
opportunity for promotion, but were instead 
placed under the administrative control of 
their juniors from the health wing. Moreover, 
there was no place for them in the newly 
created institution of local government, the 
upazilla parishad. Channelled through the 
family planning association, an informal 
pressure group that has represented the 
position of the family planning wing over 
the decade, this frustration undoubtedly had 
a major impact on the rate of sterilisation 
acceptors. The informal work stoppage was 
clearly focused on sterilisation. 

It might be argued that the integration 
issue is unlikely to explain much of the 
turbulence in acceptance rates beginning in 
1983 since both N(jO and government clinics 
were affected. However, if clients motivated 
by government workers are someti mes taken 
away by NGO agents then it could be that 
the work stoppage by government workers 
could lower performance in both sectors. 

Finally method substitution should be 
considered as possible explanation for the 
decline in sterilisation. The Copper-T (CuT 
became available in the 1980s, giving 
intrauterine comracepti VC devices a new lease 
on life. With increased clinical capacities 
CuTs have become a real alternative to 
sterilisation in the SFYP. lUD acceptance 
did not decline at the end of the SFYP, as 


sterilisation did. Despite emphasis Miclinical 
methods, non-clinicd methods also showed 
an increasing perfonnance and promotion of 
injectable at the union level started to take 
place gradually. 

VI 

Thittl Five-Year Flan Period 
(1985-90) 

The Third Five-Year Plan reiterated the 
objectives and policies of the Second Rve- 
Year Plan [17]. Government continued to 
emphasise improvement in the quality of 
family planning services and follow up care. 

The organisational structure remained 
unchanged with the exception of akey change 
related to integration. The subdistrict family 
planning officer was removed from the 
control of the UHFPO and made directly 
responsible to the chairman of the local 
government council. This has re-established 
some of the authority of the family planning 
wing, because the two key officials at the 
subdistrict level related on an equal basis to 
the upazila parishad.^ It has appeased some 
of the concerns of family planning wing in 
the long-standing conflicts over the 
integration issue. Another development was 
the decision to recruit additional 10,000 
female family planning workers at the 
government level in order to improve worker 
to population ratios thereby assuring higher 
frequency of contact for purposes of 
education and service delivery. 

The target set by the Third Five-Year Plan 
for sterilisation was one-third lower than 
that of the Second Five-Year Plan. TFYP 
target was to perform 2,323 thousand 
sterilisations. Proportion of .stcriiisation in 
planned method-mix was considerably 
reduced (Figure 4). Consequently, district 
and upazila targets were also reduced. Targets 
were also reduced for NGOs. 

The reduction in sterilisation targets has 
eased up pressure on the subdistrict family 
planning officer. He is required to achieve 
at least SO per cent of the target, otherwise 
he has to face disciplinary measures. 
Performance standards have also been 
reduced for workers. The government relaxed 
worker’s monthly fixed quota both at GoB 
and NGO level in mid-1987. Instead of fixed 
targets by method a rpiota of couple year 
protection (CYP) was given to Um ^Id 
workers by many upazila officers by which 
a worker could substitute one method for 
another. For example, if FV'A^caimot meet 
their monthly sterilisation quota they can 
substitute other methods using a formula 
provided by the family planning officer. 
However, fixed targets have since been 
reinstated. But more recently the emphasis 
has been on contraceptive prevalence rate 
rather than on methodwise targets. 

Moreover, doctors (MO-MCH) who 
received special training on sterilisation 


(luring 1983-87 peri(>d were moi 
tranifened out either in the health win 
non-mlated positions. There was not m 
training therealter, resulting in a shorta. 
tndned doctors in sterilisation technic 
During 1988-90there was no training for 
surgical team (nurse/technician). Old st 
lisation equipment were not replaced 
very poorly maintained. A recent stud 
sterilisation clients noted inadequacies 
care during and after operation and alsc 
facilities, medicine and surgical equipm 
[16], Since mid-1987 the referral fee 
salary of BAYS agents and service fee 
clinicians were withdrawn. BAYS also 
to close nine out of its 34 field clinic. 
August-September of 1987 for irrcgulari 
and shortage of fund. It again closed dc 
half of its remaining cUnics in Septera 
1990. 

The decline in sterilisation acceptance'. 
caused mainly by reduced target, conflict 
integration issue at the initial stage, short: 
of trained doctors, and low performance 
BAYS due to closure of its clinics and w 
drawal of referral fees from the prograim 
Cleland and Mauldin in their Tmanc 
payments' study [9J suggest that althoi 
based on past tren^ raise in client payme 
and continuation of referral fees may re: 
appreciable increase in performaiice, bu' 
long run, incentive based sterilisat' 
programme would seriously hamper wi 
prospects of family planning in Banglade 

Wider availability of information ab 
the range of contraceptives available has 
to greater demand for methods other ti 
sterilisation (Figure 5). Availability of w 
variety of methods and regular distributi 
at door step or in the vicinity of the clier 
home have provided opportunity for r 
stitution. In two MCH-IF Extension Proj 
upazilas where workers’ regular househi 
visitation and advocacy of a wide variety 
methods are given importance, few n 
sterilisation cases appear while oil 
methods,especially, injectable contracepti 
have sharply increased in these areas. 

VII 

Conclusion 

The government's ability and det 
minatiun to promote family planning servii 
largely depends on its political will as w 
as the types of policies aod programme, 
carries out. During the mid-1960s extensi 
organisational development primarily aimi 
at clinical methods occurr^. In a flexi 
programme structure, strong administiati 
control on workers to achieve desir 
performance together with a system 
attractive rewards played a key role 
accelerating vasectomy as well as lUDuen 
Intnxfaictioa of vasectomy during the m 
1960s asamethod of con ln icqitive and wilt 
four years of its expansion was mo 
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pronounced than aayottwr method. It even 
niipassed the perfonnance of the lUD, 
initially the moat popular method of that 
period. Theannual performanceof vasectomy 
increased by 63-fold from 1966 to 1970. 

With the liberation war in 1971, the 
activities of the family planning programmes 
were disrupted until 1974 when the 
organisation of family planning was rebuilt. 
The annual performance of sterilisation rose 
from barely 1,500 in FY 1974 to about 
'50,000 in PY 1976. Following a short 
sterilisation campaign a further rise was 
observed in the next year. 

The First Rve-Year Plan (1973-78) which 
was effective from 1974 provided scope to 
develop physical infrastructure and human 
resources to provide family planning as well 
as sterilisation services in outreach areas. A 
large number of full-time female workers 
recruited during this period coupled with the 
introduction of tubectomy at a subdistrict 
level assisted in raising performance of 
sterilisation. Policies to facilitate delivery of 
family planning servicesintroduced by urban- 
based NGOs also made headway. The Second 
Five-Year Plan (1980-85) was period when 
two-thirds of total sterilisation performance 
of last 22 years occurred. Gradually increases 
in sterilisation from the beginning of this 
period reached all time high in FY 1984 and 
then began to decline afterwards Thisfalling 
trend has continued through the Third Five- 
Year Plan. 

The upwards trend in sterilisation was due 
to the gr^al expansionof physical facilities, 
human resources, both in the government 
and non-gnveminent sectors. However, 
sterilisation was given highest priority as the 
second plan target was elevated to an ambi¬ 
tious level of 40 per cent of all methods. The 
sharp rise in FY 1984 was further influenced 
by the recognition of a need for motivation 
of workers by the government. Increases in 
referral and service fees, strict enforcement 
of clinical quotas, and rewards and sanctions 
were used to motivate workers and to make 
them accountable to the authority. 

The post-1984decline in sterilisation could 
be attributed to unintended consequences of 
the government’s concern regarding quality 
of care and integration of health and family 
planning at subdistria and field. Introduction 
of anew regimen to reduce mortality resulted 
in panic among clients as they remained 
ccMucious during operation. In an attempt to 
integrate health and family planning 
programmes strengthening the power of 
physicians from the health wing caused 
turbulence in the family planning side which 
appean to be one of the mqjor causes of 
(Mine. In the BAYS programme (which 
account for 60 per cent of operations 
performed by NGOs) follow-up care 
probably suffered when transportation 
payments were ended. This may have led to 


morocotnplalirtsiboutsideefl'ectsapdwone 
publicity for the operations. 

During 1986 «id 1987 the target set for 
sterilisation was much reduced from the 
earlier peri(xl. The abortion of fixed wtxkers 
quotas as motivating t(»l and in NGO sector, 
^lition of woricen referral and service fees 
have further reduced sterilisation per¬ 
formance. Demand factors, such as satura¬ 
tion of the market, and the availability of 
alternative, reversible methods of contra¬ 
ception may have contributed to the steady 
decline in the number of sterilisation 
performed in Bangladesh. But as this paper 
has shown, ‘supply-side’ factors - changes 
in policy emphasis, incentives, resources 
and training, ^so had a major impact. If the 
national family planning programme is to 
offer safe choice among a full range of 
metlKxls, then sterilisation perfonnance could 
be improved during the Fourth Plan period 
by attending to these supply-side factors. 

Notes 

(The MCH-FP Extension Project (Rural) is a 
collaborative effon of the International Centre 
for Uiarrhoeal Disease Research, Bangladesh 
(ICOUR.B)and the Ministry ofHealth and Family 
Welfare (MOHFW) of the Govenunent of the 
PCuple's Republic of Bangladesh, supported b\ 
the Populauon Council. Its purpose is to inqiiove 
the delivery of mmcmal and child health and 
family planning services through the MOHFW 
programme. Ttds puhlicoiioD is funded by the 
United Stales Agency for Inleraaiiunal 
Oevelupincmt (USAID) under the Co-operative 
Agreement No .3g8-007l-A-00-30l6-dO with the 
Inieraaiional Centre for Oiarrhoenl Disease 
Research. Bangladesh(ICDDR.B). The ICDDR.B 
IS support^ by the aid agencies of the goveraments 
of Australia, Bangladesh, Belgium, Canada, China, 
Denmark, Germany, Japan, the Netherlands, 
Norway, Republic of Korea, Saudi Arabia, Sn 
Lanka, Sweeten, Switzerland, Thailand, the UK, 
orul the US; international organisations including 
Arab Gulf Fund, Asian Development Bonk, 
European Unio n, the United Nations Children's 
Fund (UNK^EF), the United Nations Development 
Programme (UNDP), the United Nations 
Population Fuiid (UNFPA), and the World Health 
Organisation (WHO); private foundations 
including the Aga Khan Foundation. Child Health 
Foundation, Ford Foundation, Population 
Council. Rockefeller Foundation and the 
Sosokawa Fbundatioii, and pnvale organisations 
including American Express Bank, Bayer AG. 
CARE, Family Health International, Helen Keller 
International, the Johns Hopkins University, 
Macro International. New England Medical 
Ontre, Procter Gamble, RAND Corporwon. 
SANDOZ, Swiss Red Cross, the Univeisity of 
Alabama at Birmingham, the University of Iowa, 
and others.] 

1 Theestimatedniralconsumerpticeiiidexcomes 
in 1983 (o220takaifthe year 1976 isconsidered 
base year (Cleland and Mauldin, 1991). During 
1988-89 it is calculated to be more than 32S 
taka. 

2 Under the new regimen for analgesia greater 
attention is paid to the technique of localMock 
anaesthesia. As a lesuh, the cUem remains 
conscious and the can see what is being done 
with her during the minilaparotomy operation. 
Through this regimen there is less possibiliiy 
of respiratory or cardiac arrest. In comiait, 
under the old legimen the patient tiaed to be 
eitber sleepy or unconscious and could not 
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oodentaiid what was beiag done. But on 
occasions pMient died due to lespiniofy or 
cardiac arrest A surveiltiace report indiaeed 
th« a third of the n^otled operative inoitilily 
was due to overdose of analgesic ageou 
cotnbtoed with failiiR to monitor vital sigat. 

3 Upazila parisbads were dissolved by the new 
democrttic governme n t in 1992. As of this 
wniing no system of local govenuneal has 
been created to replace the potishads. 
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CHJNATRVST COMMERCIAL BANK 

(Incorporated in Taiwan ROC with limited liability) 

NEW DELHI BRANCH 


BALANCE SHEET AS AT 31ST MARCH. 1997 

PROFirANDLOSSAtXOUNTFOR THE PERIOD 
ENDED 31ST MARCH, 1997 

(Rupees tnO) 

(Rupees XlOO) 


Schedules 

As at 


For tire Period 



31.3.1997 

Schedules 

Ended31.3.1997 

CAPnALANDUABILmES 



INCCM^ 


Cspiial 

1 

330.874 

Interest Earned 13 

30356 

ReMrves and surplus 

2 

1,100 

Other Income 14 

IA89 

Deposiu 

3 

98,906 



Borrowings 

4 

320,000 

TOTAL 

31343 

Other liaUUiies and provisions 

5 

26,746 



TOTAL 


797,626 

expenoture 





Interest Expended IS 

4.819 




Operating Expenses 16 

42A41 

ASSETS 



Provisiont and Contingencies 

3383 

Cash and balances with Reserve 



TOTAL 

50,743 

BankoTlndia 

6 

34,266 



Balances with banks and money 





at call and short notice 

7 

232,236 

PROFIT 


Investmentt 

8 

131.680 



Advances 

9 

310A79 

Net Profit for the period 

1,100 

Fixed assets 

10 

33359 



Other assets 

II 

33306 






AFPROnUATKH>IS 


TOTAL 


797,626 






Transfer to Statutory Reserve 





TIransfer to Other Reserves 

880 




TOTAL 

1.100 

Contingent liabilities 

12 

63314 



Bills for collection 


0 



Notes to Accounts 

17 


Notes to Accounts 17 


The Schedules referred to above form an integral part of this 

The Schedules referred to hbove form an integral pan of this 




PndU and Loss Account 


For Thakur. Vaidyanath Aiyar A ComiMny 


FOR CHINATRUST OOMMERIOAL BANK 

Chattered Accouiaantt 



NEW DELHI BRANCH 


Sir- 



Sir- 


K.N. Gupu 



VANCSY.CCHIN 


Partner 



Chief Executive Officer 





A Oeneial MmMfct 


Place :NewDelhi 





Date :23td June. 1997 







Eooaoaic and PolW^ WMkly hOy sJWf 





















CHINATRUST COMMERCIAL BANK 

(jlncorporaud in Taiwan ROC with limited Uability) 

NEW DELHI BRANCH 


SCHEDULESTOTHEBALANCESHEETASAT31STMARCH. 1997 

(RiqwettlOO) 

(Rupees 900) | 


As at 


Asst 


31J.1997 


313.1997 

L CAFTIAL 


A MMUtOWlNGS 


Head Office Account 

330^4 

In India 


Amount Biought In by Wiy of 


Reserve Bank of India 

0 

Start Up Capita 


Other Banks 

320300 



Other Institudons and Agencies 

0 





330374 



Deposit kept with Reserve Bank of 



320.000 

2300 

Secured borrowings included above 

MB 

Ik^ under Section 11 (2Xb) of the 

Banking R^ulatkm Act 1949 



S. OTHERLlABlLmESAND 


2. RESERVESANDSURPLIK 


PROVlSKmS 


Statutory Reserves 


BUI payable 

0 

Opening Balance 

0 

Inter office adjustments (net) 

3363 

Actions during the period 

220 

Interest accrued 

Others (indudiiig provisioot) 

1.933 

20341 

Capital Reserves 

220 



26.746 

Opening Balance 

A 


0 

A CASH AND BALANCES WITH 


Addiboitt duriiy the period 

Revenue and other Reserves 


RESERVEBANKOFINIMA 


Opening Balance 

0 



Additions during die period 

Deductkn during the period 
(remittance to HeadCMIRce) 

880 

0 

(indudittg foreign currency notes) 

Balances with Reserve Bank of India 
in current account 

1339 

32307 


880 





34366 




Balance in Profit and Loss Account 

0 

7. BALANCESWITHBANKSAND 



1.100 

MONEYATCALLANDSHORT 
NOTICE IN INMA 


3w DEPOSITS 





Balances with Banks 


InlmSa 


In current accountt 

45,775 

rVmMvi depnsitm 


In deposit accounts 

0 

Rom Banks 

0 

Money at call and short nodoe 

0 

Front others 

16303 

Outside India 


Saving Bank Deposita 

3.746 

Babnces with Banks 

186361 

Tgm Ocpotitt 


far cutiott accounts 

From Banks 

0 

In deposit accouala 

0 

Rom others 

76357 

Money at caD and short noike 

0 


98306 






iBBBI 


nd BdIWgH W«Uy July S. 1997 


MiS 
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CfflNATRUST COMMERCIAL BANK 

{Incorporated in Taiwan ROC with limited liability) 


NEW DELHI BRANCH 



SCHEDULES TO THE BALANCE SHEET AS AT 3 m MARCH, 1997 


(Rupees ’dOO) 


As at 
31.3.1997 


Other fixed assets 
(Including furniture and fixtures) 
Opening Balance 
Adcfitions during the period 
Deductions during the period 

Depreciation to date 



11. OTHER ASSETS 

Inter-office adjustments (net) 
Interest accrued 

Thx paid in advancc/tax deducted 
at source (net) 

Others 


Others include: 

Staff loan 

Other items (Including lefitndaUef 
adjustable depositsfadvances) 


12. CONnNGENTUABILrnES 

Liabilily on account of oulstandii^ 
forward exchange contracts 
Ouararnees given on behalf of conslitDents 
In India 
Outside India 

Acceptances, endorsements and other 


Other items for which the bank is 
coittlngentlyUiMe 


(Rupees tlOO) 


As at 

3U.I997 


(4303) 


23313 


33339 
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CHINATRUST COMMERCIAL BANK 

{Incorporated in Taiwan ROC with limited liability) 


NEW DELHI BRANCH 


SCHEDVLESTOTHEPROFFT AND LOSS ACCOUNT FOR WE PERIOD ENDED 31 ST MARCH. 1997 



-1 

(Rupees tXX)) 

(Rupees UOO) 


For the Period 


For the Period 


Ended 31.3.1997 


Ended 31.3.1997 

13. INTEREST EARNED 


15. INTEREST EXPENDED 


Interest/Discount on advances/bills 

21032 

Interest on deposits 

Interest on Reserve Bank of India/ 

4,305 

Income on investments 

7,746 

Inter-Bank Borrowings 

278 

Interest on Balances with Reserve Bank 


Others 

36 

of India and other inter-Bank Funds 

20,823 



Others 

535 

16. OPERATING EXPENSES 

4,819 





50356 

Payments to and provisions 




for employees 

14,745 

14. OTHER INCOME 


Rent, Taxes and Lighting 

Printing and Stationery 

11.734 

530 

Commission, exchange and brokerage 

532 

Advertisement and Publicity 

Depreciation on the branch's property 
Auditors' fees and expenses 

244 

5,484 

Profit/(Loss) on sale of investments 

0 

100 

Profit/(Loss) on revaluation 


Law charges 

1,782 

of investments 

0 

Postage, Telegrams. Telephones, etc. 

l,9S9 

Profit/(Loss) on exchange transactions 

957 

Repairs and maintenance 

1,274 

Miscellaneous Income 

0 

Insurance 

445 



Other Expenditure 

4.344 


1,489 


42.641 

■■ ■ ■ ■ 


SCHEDULE 17: NOTES TO ACCOUNTS 


(Rupees in tbousmlt) 


I. Significant Accounting Policies 

a) General 

The accompanying financial itatemenis have been prepared on the historical cost basis and unless othens'ise slated conform to the 
suiutory provisions, mandatory accounting standards issued by the Institute of Chattered Accountants of India, Reserve Barit*of 
India's (RBI) guidelines and practices prevailing within the banking indusuy in India. < 

b) Foreign Currency Translation 

Monetiuy assets and liabilities including contingent liabilities in foreign currencies are translated at the exchange rates specified by 
the Foreign Exchange Dealers' Associatioo of India (FEDAI) at the halance sheet date. Resultant gains or losses arising out of sncfa 
transactions are recognised in the Profit and Loss Account. 

Income and Expenditure items in foreign cunency during the year are translated into Indian Rupees at the date of oansactiooB. 

c) Investments 

Investments in approved Government Securities have been classified under 'permanent' and ’cuirenl' categories as per the RBI 
guidelines and have been valued as under: 

The cmrem investments are valued gt the lower of cost or market rate. 

Permanent investments, in terms of letter from RBI (DBOD No. BP. BC 30(21.04.048/97) dated April 09,1997, are valued at coat 
and in case cost price is higher than the face value, the premium is amoitued over the remaining poriod rrf maturity of the security. 

On the other hand, where the cost price is less than the tux value, the difference is ignored. 

d) Advances 

Advances me stated net of proviskma for doubtAi) advances, if any. Provision for doubtful advances are made in respect of idenMM 
advances on the buis of periodic appraisals by the management Hovisioa and contingencies under other liabilities and pravWoni ' 
iii rl ivi* a general proviskm • S% of atyusttd profits before tax to cover uiddentifkd risict iahereni in any panfoNo of lariklf 
relationship. 


MMOiic and Political Weekly July 5. 1997 
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CHINATRUST COMMERCIAL BANK 

(Incorporated in Taiwan ROC with limited liability) 

NEW DELHI BRANCH 


e) Fixed Anet* and Dqmcutioa 

Fixed astett aie ftai^ ai cost less depredatkw. Deixeciatioa is provided pro raia lo the period of me on ibe straight line method 
at the rates spedTied ia Schedule XIV of the Companies Act, 19S6. Improvemenu on leased premises sre deprecisted over the 
period of lease. 

0 StafTBeneflts 

The Bank hss tsken a Oroup Gratuity Policy with the Life Insurance Coiporatioa of India (UO under the Oroiq) Qratuity Iniursnce 
Sebetne. for the non-expatriale staff which covers the full contractual liability towards gratuity in the event of deathAcdiemeni, 
of Brand's employees! The premia paid for obtaining this cover is charged to the Profit and Loss Account 
g) Net IVofit 

The net profit disclosed in the Ibofit and Loss Account is after inter alia: 

i) provision for taxes on income in accordance with statutory requiieinents, and 

ii) QilMr usual and necessary provisioos. 

II. Notes 

a) Advances includeinvestroeiustrfRs. 98,000(net ofdiscount) in bonds of National Small Industries Corporatioo Ltd. which basbeen 
treated as priority sector advances in terms of RBI letter No. BC 109ld)4/IW0lf96-97 dated 3.3.1997. The bank it presently bolding 
allotment advice and scrip's ate yet to be received. 

b) Addition to fixed assets during the period include expenses of Rs. 9,845 incurred by the Bank prior to the commencement of banking 
operations (iqno 7 April 1996) 

c) {Visions A Cootinpneies as shown in the Profit and Lots Account include inter-alia :• 

Aovision for Income Thx : 2901 

noviskm for Interest Tax ; 100 

Aovision for Bad A Doubtful Debts; 284 

d) The Capita) Adequacy Ratio of the New Delhi Branch for the period ended March 31,1997 was 84.09 per cem. 

e) Inter-office Adjustments of Rs 3,865 periain to the amount due to Head Office on account of expenses incurred by it for and on 
behalf of New Delhi Branch. 

0 The Bank hat been given a license to esny out the banking operations in terms of letter from RBI (DBOD. NO. BL 1036/ 
04.02.04.24/96) dated March 7, 1996. The bank commenced banking operations with effea from April 8, 19%. The accounts 
cover the operation from April 8, 19% la March 31, 1997. 

g) These being the first accounts, previous year figiaes are not applicable. 

h) Hgines in Rupees have been rounded off to the nearest thousand. 


AUDITORS'REPORT 

We have audited the annexed Balance Sheet of Chinatrusi Commercial Bank. New Delhi Branch (incorporated in Ihiwan ROC with 
lirailed liability) as at 31st March, 1997 and also the annexed Profit and Loss Account of the Biuik for the period from 8th April, 
19% (the date of comm en ceme i u of banking operations in India) to 31st March, 1997. 

The Balance Sheet and the Profit and Lots Account have been drawn up in accordance with the provisioos of Section 29 of the 
Banking Rqpilation Act, 1949 read with Section 211 of the Companies Act, 1956. 

We report that: 

(a) We have obtained all the informatioo and explanations which, lo the best of our knowledge and belief, were necessary for the 
purpose of our audit and have found them to be satisfactory. 

(b) The transactions of the Bank, which have come to our no^ have been within the powers of the Bank. 

(c) In our opiniom proper books of account urequM by law have been kept 1^ the New Delhi Branch in so farm appears ftom 
our examination of those books. 

(d) The Bank's Balance Sheet and Profit and Loss Accoumdeah with by this report are in agreement with the books of accounts. 

(e) In our opinion and to the best of our information and accordi n g to the ex pl a n a t io ns given to us. the said accomiu together with 

Iheacoauniingpoliciesandnolesgiveolbereongiveiheinfaimationfcqulredby teCompaniet Act 1956 in the manner so 

required for baaikiag companies, and on such basia, the said Balance Sh^ gives a true and fiir view of the stale of aflUrs of die 
New Delhi Branch of the Bank as at 3 Ist March, 1997 and the Profh and Loaa Account shows a true balance of profit for the 
period ended on that date. 


for Thakur, Vsidyanalh Aiyar A Co. 

Chartered Acconntaois 
Sdf- 

(KN. Gupta) 
Partner 


Place: New Delhi 
Deled :2Miiine 1997 



?«jNOMIC 

AND 

;r*l.lTICAL 


VolXXXUNo 28 


July 12,1997 



Fountlar<-Editor: Sachin Chaudhuri 


:nd of a NoCon 1071 

ndutiilal Growth: Wishful ThInUng - River 
Waters; MuddM, wfth Intent - indo-Pak 
Ties: Kesping Cool 1072 

>irrenl Slawnes 1074 

•<iiipa n ls e 1070 


n PuisuH of Lower Interest flatee 
—£PW Research Foundation 1070 

Ufa, LaMars and Pollllcs 
>» Country, Two Prosperities 
, -QPD 1000 

emmantary 

ssaons from Bihar Fodder^Bum 
-K P Joseph 1000 

(here Does All the Money Go? People's 
Snuggle for Information 
—Bunker Roy 100S 

' of Artldae 275 and 252 In Federal 
.-Iscal Trenstars 

P R VHhsI 1000 

^iMuary; Shoil llo 

N S SkkPwrihan 1052 

‘jht-WIng Defeat In Franca 
i—Raghu Krlshnan 1091 

Jtf$P§Ott¥90 

Its Bast and the Worst of Timas': Rise 
fief New Labour 

t ^^avt d Howes 1007 

Jdtura. Rationatsatlon and Ssculaileailan 
^J^rtan Engineer 1705 

IMkce and Government 

0 NooranI 1707 

'laolal Artleles 

ptutionalisatlon and Ei^anelan of Dowry 
^Mtsm In Colonial North Indta 
§P-RarSana Sheet 1700 

.widBral Rsoal RsMIons m India: Issue of 


V M Barma 1719 

{nnlaing the Unorgenlsad In Kerala; Case 
■Btudaa of Anjvacode and KodungaSur 
-Waya JaMy 1729 


9 SS SI. Like Ethnic Groups, Are Imagined 
.^onmunSlea: A Response to Rao 
J-Athmosh Vanhrmy 1797 

TftftKi M Stnrt^ PoHcy Signals 
' —Mural! PaObandta 1741 

bMara to Editor 1070 


ECONOWC AND POLITICAL WEEKLY 
i HHkan House 

;: Shahid Bhagatsmgfi Road, Mumbai 400 001 
; Phones 200 5072/73 FAX: (022) 260 6072 
EMaik apwfOshaWlitcsLsmeLIn 
admlnOepw.K)om.arnsLin 
EdNor Krishna Ral 

Senior Assistant EdNor Padma Prakaah 
AssMant Etftor Mahsah Gavaskar 
' EdOoilat Stall Claelua Antony, Prabiw Pial 
Gaulam Navtskha (Oatil) 

Circulation A 8 Shstty, B S Sharma 
Advertlsemenf Manager Kamal Amalaad 
Manager K t^yakumar 


EPW Heiaimi PoundaSon 
: 21% Akwl Induainal Estate, KandM (East) 
Mumbai 400 101 Phones 887 8035/3041 
FAX: (082) 587 3036 
BiW: admin • apwrf.R)om.smelln 
Dbootor 8L Shaay • 


Colonial Policy and Dowry 

The colonial policy of conferring legitimacy upon brahminical rules and 
practices over the customary practices of various rural groups affected 
the laws of marriage, succession and adoption. Providing as it did 
Juridical sanction to certain patriarchal practices to the disadvantage of 
all Hindu women, whether rural or urbw, how did this brahminisation 
of the social order affect marriage forms and lead to the entrenchineat 
of the practice of dowry? I70f 

Financial Control in Disarray 

The fodder scam is but a symptmn of a deep and chronic malady 
afflicting the Bihar government and a numbv of other states as well. 
Basic financial control has collapsed, audit and accounts are in wild 
disorder and the constitutional arrangements for legislative control 
over government finances have completely broken down. 16M 

Artisans in Distress 

When distress signals emanate from home-based women workers, 
especially in the artisanal sectw, neither trade unions nor social and 
political activists are able to respond effectively and promptly. Two 
ca.se studies, one of screwpine mat-weavers in Kodungallur and another 
of potters in Aruvacode in Kerala outline the scope for organising 
the^ workers innovatively. 1729 


Return of Left in France 

The Socialist victory in France is a 
defeat forthe neo-libi^ project, creating 
real opportunities for those seeking a 
progressive response to the challenges 
of capitalist globalisation in the 
European Union and beyond. M93 


Desperate Measures 

The RBI’s announcement late last 
month of a one percentage point cut 
in the Bank Rate came as a surprise 
to the market which has nevertheless 
reacted favourably. The authorities 
are using the lower interest rate 
route to induce a pick-up in 
commercial bank credit. 1678 


Accountable Government 

The Mazdoor Kisan Shakti Sanghataru 
has been waging a struggle for 
people's access to documents relating 
to government spending at the 
panchayat and village levels. 1688 


New Labour in Britain 

The victory of new labour in 
Britain has provided a rate 
onxirtunity to tefotm an obioletcatt. 
secretive and in many ways 
undemocratic state. 1697 


Centre-State Transfn's 

Given th^ the reduction of 
horizontal fiscal inequity is an 
important objective of federal 
uansfers, can a fiscal 
behavioural model be evolved 
to identify the criteria and derive 
weights for deciding leveaue 
shares based on their degree 
of association with the fiscal 
balance of stales? 1719 

The alternative scfaeine of federal 
fiscal transfen recommended by 
the Tenth Fiiiiaoe Commissioo 
necessitates amen dm e nt s to 
Articles 275 and 282 which 
define the constitutional channels 
for such transfen. 1619 


JapuMse Scholu' 

The pioneering work of 
Shi^ Ito, who died last aoaih. 
on entrepreneurial communities 
in India and their diversification 
from trading and banting into 
manufacturing and the 
formation of industrial houses 
is definitive liteiatUR in 
the area. Mtt 













LETTERS TO EDITOR 


Appeal For Release of 
Sai^oy Ghose 

WE are deeply distressed and concerned 
over the abduction of Sanjoy Ghose, social 
woiker, by suspected ULFA militants In 
Upper Assam on Piiday July 4. Sanjoy was 
abducted along with Chandra Doley, a col¬ 
league from their place of work in Bongaon 
on Majuli Islands in the Brahmaputra. 
Chandra Doley after being rough^ up 
escaped from the abductors and retunied the 
next day. A graduate from the Institute of 
Rural Management, Anand (IRMA), Sanjoy 
Ghose for the last year and-a-half was in¬ 
volved with the setting up and tunning the 
Associacionof Voluntary Agencies for Rural 
Developmem (AVARD) North East. From 
1986 to 1995 Sanjoy did pioneering work 
in western Rajasthan. He set up URMUL 
Trust in 1986 in Bikaner with the chief 
objective of empowering the local peo|de to 
address their own development needs. By 
1995, URMUL expanded into a network of 
(xganisations addrming the concerns of the 
poor in the districts of Bikaner, Jodhpur and 
Jaisalmerin western R^asthan. Sanjoy wrote 
exteruively and spirit^y on development 
issues. He was one of the firsts to realise the 
need for media advocacy for the NGOs and 
struggle-based groups, and established 
CHARKHA as an interface between NGOs 
and the mainstream media. 

It was the same pioneering spirit thtt took 
him to the Majuli Islands in upper Assam 
along with Shumita, a women’s activist and 
also his wife and Sunil Kaul, a docter, who 
after having resigned from the Indian army 
chose to w^ as a health woiker in the rural 
areas. In the course of the last year and-a-half 
Sanjoy and his team establishNi an excellent 
npport with the local community especially 
the women and the youth. They became an 
inspiration for the ymmg adults on the Islands 
who joined them in attoidihg to the needs of 
the community. They motivaied the com¬ 
munity to volunteer labour for various 
activities, including checkiitg soil erosion on 
theisland. They were also invdved in initiating 
acontinuous dialogue on ‘Development' with 
voluntary organisations and individuals from 
most ofite north east stttes. More signihcantly, 
the local community began to ask un¬ 
comfortable questions not only of those who 
had grown rich by sidmrairtg off the money 
meant for the de^opment of the poor, but 
also of the prevailing gun culture. When a 
series of anonymous but slanderous {dila¬ 
tions began to be raised against AVARD-I^ 
the group decided to htdd a public 
meeting and auiht of all development works 
in the area. The meeting on June I, was very 
well attended and opinioas were expressed 
openly by a aoss-sectioii of society. The 
vetted interests and miJitam outfits were 
obvhMsIy aflected by this process. 

Time can be nojus^fication for abducting 
m individual who was initiating a proceat 


of dialogue and debate of even the works 
and efforts initiated by the organisation he 
represented. We appeal to the conscience of 
the ULFA militants and urge them to release 
Saiyoy Ghose inunediately. We express our 
solidarity and extend our moral support to 
Shumita, the AVARD-NE team and the 
women and youth who have been urging 
ULFA militants to release Saryoy. Messages 
may be sent to Sanjoy 9avard.unv.eniet.in. 

Friends of Sanjoy Ghose in Rajasthan 
Joihat 

Interbank Liabilities and 
Reserve Requirement 

A K PAT (£PW. June 14) while believing 
that I have not really explained why net 
interbank liabilities (IBL) should not be 
subjected to reserve requirement (RR) 
immediately adds “it is beyond doubt that 
if the banking system is viewed as a whole, 
the interbank assets and liabilities should 
cancel out each other”, which is pectsely my 
argument for excluding net IBLs. Let me 
explain. The main purpose of RRs is to 
restrict the capacity of the banking system 
as a whole to exte^ credit aitd not that of 
an individual bank. Consider a two-bank 
banking system - one with deposits of Rs 
I,(XX) and the other with deposits of Rs 500 
and RR of 10 per cent. This means the central 
bank wants the banking system to extend 
credit to a maximum of Rs 1,350. Consider 
further that the first bank cannot for want 
of demand forcredit from its customers folly 
extend credit up to its capacity, while the 
second wants to go beyond its capacity by 
borrowing Rs 1(X) from the first bmk. Now 
if net IBLs are subjected to RR, the second 
bank will extend credit to the extent of Rs 
540 (4504-90), while the first bank will do 
so up to Rs 800. Thus the total credit extended 
would be Rs 1340 which is lets by Rs 10 
than what the central bank has in mind. Pat 


should see that even If the second benk’i 
lendaUe resourees are augmented by In 
borrowing from the first bank, the total bani 
credit could not have gone beyond Rs 135. 
without imposition of RR on net IBLi. Pn 
should know that the central bank does noi 
concern itself with what any particular banI 
does to long as the total bank credit temaim 
within the permissible bound. I htyie It li 
clear to Pat that he is not right in assettin 
that “net intetbuik assets are rightly IgnorecT. 

Pat should also know that the intetbanli 
money market means that banks with excesi 
funds lend to banks with need for them; thi 
is how the liipiidity in the banking systeir 
is evened out. The imposition of RR impede! 
the efficiency of the money market. 

Pat is dismissive of my defence of the 
Sodhani and Rakesh Mohan committee! 
reports. I thought that it was obvious that fbi 
the foreign exchange market a reference term 
yield curve is necessary, but it does not 
evolve in India because of the RR on net 
IBLs. Until recently banks borrowed from 
other banks for a period of 14 days, and 
liquidated those liabilities on the 15lh day 
in Older Co a void repotting them to the Reserv. 
Bank. This prevented a yield curve from 
emerging beyond 14 days. In the advanced 
countries like the UK, the interbank rate, 
known as London Inter Bank Offer Rate 
(LIBOR), is ciucial as a reference rate in the 
forei^ exchange maiket. If he can talk to 
practical bankers in Mumbai, he will get a 
better hang of how the forward exchange 
matket works. I hope I am now sufficiently 
“long” on conceptual issues. 

I agree with Pat that the latest decisiim of, 
the RBI on net IBLs is ambivalent andl 
contradictoiy as it has retained the minimuiu 
of 3 per cent RR on net IBLs. However I 
understand that the minimum RR has beetij 
continued because it is stipulated in the 
banking laws. 

DeENA KHATKHATfl 

Washington, DC I 


Snbacripttoii Rates 
Inland 

(including Nepal and Bhutan) 


Institiitions 

Six months 

One year 
600 

Two yean 
1125 

(in npeu) 
Three yean 
1650 

Individunls 

250 

475 

875 

1275 

Teachen/RetesKhen 


325 


900 

Students 

- 

225 

- 

- 


Concessional rates are availaUe only in India. To avail of conceuioosl isles, ceitificale from 
lelevaoC institution is essentisIT 

Remiitance by money otderAiaDk dnA/portal order requested. Please add Rs 14 to oulstalkM 
cheques towaids bank collection charges. 

Foreign (bi US S) 

_dyrhjgji_Swfty.MtH_ 

Institutions Individuals iMtiturions Individuals 


Pakistaa, Bangladesh A Sri Lanka 

M 

50 

65 

30 

USA. Csawin, UK, Eanpe, Jrew>. 
New Zealand, Ausbalia A Russia 

150 

100 

90 

6S 
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End of a Notion 


nrHE more protracted and bitter it gets, the more the of another state finances scandal, from West Bengal this 
real character of the tussle between Bihar chief time. But such are not the concerns that move die UFs 


minister Laloo Prasad Yadav and sections of the ruling 
Jnited Front at the centre as a power-political struggle 
::omes to the fore. For Laloo Y^av, of course, the fight 
to save himself from prosecution and punishment for 
his alleged part in the fodder scam is indistinguishable 
from that to preserve his formidable political base 
among the backward castes in the north. On the other 
side, if his enemies’ strenuous efforts to force him to 
quit the chief ministership have any effect on the 
'.ncidence of political corruption in the country, that will 
X largely incidental; for the most part they have to do 
with furthering the political fortunes and calculations 
3f different individuals, factions and parties. Hence the 
eamless transition from the demand for Laloo Yadav's 
resignation to the insistence - understandable perhaps 
or the aggrieved faction of the Janata Dal but in the 
;ase of the. left parties one more reminder of the kind 
of politics they have been embroiled in - that the break- 
way Rashtriya Janata Dal must be kept out of the 
Jnited Front and the ministers in the central government 
vho have opted to join it rather than stay with what 
s left of the Janata Dal must be dismissed. With such 
ooliticking hogging the spotlight, the real tasks of 
ystematically unravelling the stupendous fraud in the 
\nimal Husbmdry Department of the Bihar government, 
iringing to book the very large number of culprits, both 
loliticians and officials, and, not least, devising 
ximprehensive remedial measures to ensure that large 
Hiblic funds are not siphoned away with such utter ease 
lave all receded into the background. In an article 
mbiished elsewhere in this issue (‘Lessons from Bihar 
'cam', p 1686), a contributor warns us that the Bihar 
raud is a symptom of deep and chronic problems 
fflicting the entire system of government finances and 
ccounts not just in Bihar but in other states as well, 
according to him, “[bjasic financial control has 
ollapsed, audit and accounts are in wild disorder and 
.e constitutional arrangements for legislative control 
'ver government finances have completely broken 
own". It is no surprise that already there is a whiff 


political gladiators in New Delhi and Patna. 

The problem with politics of this kind is that it can 
go only so far and only for so long. The UF, it is evident, 
is rapidly approaching the end of its tether. And unlike 
the last time, when the withdrawal of Congress support 
led to the replacement of Deve Gowda asfmme minister, 
this time it is narrow faction and group politics within 
the UF which is transporting it to its doom. But far more 
than the fate of the particular dispensation currently in 
office in the nation’s capital, what is of long-term 
significance is that the narrowness of vision of the 
leading lights of the UF has stripped the notion of a 
political arrangement capable of providing the country 
with a non-BJP, non-Congress government of all 
credibility. Racked by factional dissensions, as the UF 
government headed by Inder Gujral passes increasingly 
under Congress control, the question what particular 
purpose is served by its continuance in office, even were 
it possible to ensure that, can no longer be evaded. 
Intimations of mortality have evidently dawned upon 
some of the constituents of the UF wto, with typical 
opportunism, are now making a virtue (rf necessity and 
beginning to talk of preparing for a fresh election. But 
after the mess that those in charge of it have made 
of the UF, a new election is very unlikely to advance 
the cause of any kind of a credible alternative to the 
Congress and the BJP. The Jaruta Dal, the moving 
force in the formation of the UF after the last election, 
is split down the middle and in a shambles. How the 
electoral gains from this in the nmthem states will be 
shared between the BJP and the Congress may be 3 ret 
to be settled, but there is nothing urKlear about what 
is in store for the so-called third force. In fact the hrmd 
on the lever to decide the timing of the next election 
is very much that of the Congress president, Sitaram 
Kesri, and if the UF government is allowed to continue 
in office a little longer that will only be because the 
political strategists of the Congress deem it to be to 
their advantage to do so and gain more time bdbee the 
election. 
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INDUSTRIAL GROWTH 

Wishftil Thinking 

THE government’s lack of ideas on how to 
revive industrial activity is reflected in its 
muted response to the disclosure that 
industrial growth in 1996-97 was just 6.7 
per cent, a far cry from the hopes of double¬ 
digit growth to which official spokesperstms 
had continued to cling for long. For more 
objective observers this setback to industrial 
growth hardly comes as a surprise; the signs 
were there for all to see. Characterising the 
slow-down as a passing phase, the industry 
secretary has now sought to attribute it to 
sectoral deficiencies and external 
developments. By way of remedial action, 
the ministry has sought from different sectors 
of industry ‘vision’ papers outlining their 
prospects and concerns. On a consideration 
of th^ documents the government has come 
to the conclusion that what needs to be done 
is to plug loopholes in customs and excise 
duties and, as a second step, rationalise duties 
and correct inverted duty structures. Once 
these measures are taken, the government is 
convinced, industrial growth in 1997-98 will 
be at least 11 per cent, with a like spurt in 
exports. Clearly, the government is living 
in a make-believe world. 

The setback to industrial growth is certainly 
not confined to only some sectors, but is 
widespread. True, the growth rate of the 
infmtructure sectors has comedown sharply 
- from 7.4 per cent in 199S-96 to 1.2 per 
cent for mining and quarrying and from 8.1 
per cent to 3.8 per cent for electricity - 
reflecting thedrasticcut inpublic investment 
in these areas. At the same time, all except 
a few segments of manufacturing have 
registered slower growth. The rise in the 
index for manufacturing has come down 
from 12.9 percent in 199S-96 to 8 per cent 
in 1996-97. And of the 17 two-digit groups 
in manufacturing, as mmiy as 14experienc^ 
either a reduction of growth or even a fall 
inoutput Growth offood products fell from 
14.1 per cent in 1995-96 to 3 per cent in 
1996-97, jute from 1.2 per cent to -5.2 per 
cent leather and leather products from 7.3 
per cent to 2.9 per cent, chemicals and 
chemical products from 10.3 per cent to 1 
per cent and non-metallic mineral products 
irom]2percemto7.7percent Majoritems 
in the category of capital goods, namely, 
metal products, non-electrical machinety and 
dectricalmachinety, re gis tered steep declines 
in grotyth - from 17.9 per cent to 2.1 per 
cent, from 21.6 per cent to-0.2 pet cent and 
from 19.8 per cent to 5.6 per cent, 
respectively. The only three groups that 
showed accelerated growth in 1996-97 are 
couon textiles (from 2.4 per cent to 9.2 per 
cent), paper and paper products (from 8 per 
cent to 10.3 per cent) and basic metals and 


alloy products (from 4.9 per cent to 24.8 per 
cent). Of these, cotton textiles and b^c 
metals had registered only moderate growth 
in 1994-95 and 1995-96. The growth of 
textiles in 1996-97 was the resultofasieeaUe 
rise in raw cotton output and that of metal 
products had been in anticipation of higher 
demand which failed to materialise. As a 
result SAIL reports large inventory build¬ 
up and a cutback in output in the first quarter 
of 1997-98. 

It is the industries which had given a push 
to growth in the previous two years that 
suffered the sharpest setback in 1996-97. 
For example, capital goods had registered 
exceptional growth rates of 24.8 per cent in 
1994-95 and 17.7 per cent in 1995-96, but 
their growth fell to 8.6 per cent in 1996-97. 
Similarly, consumer durables which grew 
between 10 per cent and 36 per cent per 
annum in the previous three years registered 
only a 4.3 per cent rise in 1996-97. And, 
despite the faster growth in cotton textiles, 
growth of consumer non-durables as a whole 
slipped from 7-8 percent in the previous two 
years to 3.8 per cent in 1996-97. 

What is really disturbing is that the 
industrial recession may be even deeper than 
indicated by the industrial growth rates, 
overall and sectoral, in 1996-97. As a result 
of the severe cut in public investment together 
with non-availability of institutional credit, 
all-round accumulation of stocks began in 
the first half of 1996-97 and output growth 
started to dip in the second half. The rise 
in the general index was 9.8 per cent in the 
first half, but less than half that at 4.1 per 
cent in the second half. The index for 
manufacturing rose by 12.4 per cent in the 
first half and by 4.4 per cent in the second. 
The slowing down is seen most clearly in 
capital goods and consumer durables. Capital 
goods output had risen by 20.5 per cent in 
the first quarter of 1996-97 and by 11.5 per 
cent in tiw second, but it fell to 4.9 per cent 
in the third quarter and to nil in the last 
quarter. Outputofconsumerdurables which 
grew by 11.1 per cent and 8.6 per cent in 
the first two quarters, actuaNy fell by 1.7 per 
cent and 3 per cent in the last two. 


The trend in industrial production liiice 
the second half of 1996-97 should be ciuie 
for disquiet as regards the impact of the so- 
calledeoonomicrefornuonin^stiy. During 
thisperiod worthwhile industrial jpowthhas 
been registered in just two yean when there 
was some relaxation of fiscal policies and 
a temporary easing of liquidity aided by 
some pent-up demand for consumer durables. 
These factors have since spent themselves. 
The persistent decline in public investment 
in real terms and banks' reluctance toexpand 
credit are holding back growth. The sttfe 
of the capital market, linked to the poor 
financial performance of companies, is 
preventing mobilisation of investible 
resources. Overall investment demand from 
both the public and private sectors remains 
sluggish and there are few signs of it re Vi ring. 
Government finances are increasingly get¬ 
ting into dire straits as a result of reduction 
in revenue accruals, the oil pool account 
deficit and, of course, the finance ministry’s 
rigid adherence to the fiscal deficit target. 
Urban consumer demand, temporarily stoked 
by consumer credit from banks, is unlikely 
to pick up again soon. While demand from 
the agricultural sector may show some rise 
following the expected bumper crop, its 
effect is likely to be neutralised by the other 
negative developments. 

RIVER WATERS 

Muddied, with Intent 

THE prime minister's repotted assurance to 
an all-party delegation from Karnataka that 
the centre’s draft notification on the setting 
up of the Cauvery water authority would be 
held in abeyarure is yet another step on what 
is becoming an unending ladder to a resolu¬ 
tion of the Cauvery water dispute. 'This ap¬ 
pears to bring to a halt the movement toward 
a solution which had appeared to gather 
momentum with the representati vesofTamil 
Nadu and Karnataka sitting across the table 
for a couple of meetings over the last year. 

The prime minister is repotted to have 
agreed to inform the Supreme Court that the 
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iodficMkm would DM be implflmented until 
Lamataka'* appeal before the Cauveiy 
isputei tribunal wai ditpoied of. In effect 
lb meani that the dlapute ia back where it 
ms. Some change was discernible after the 
inited Frtnt came to power at the centre, 
iiith the DMK holding office in Tamil Nadu 
nd the Janata Dal in Karnataka, there was 
luch enthusiasm for resolving the decades- 
Id dispute amicably and Tinally. At one of 
idr meetings, the two states agreed on 
istalling a new measuring point to be 
lanaged by the Central Water Commission 
nd, accor^ng to the Karnataka irrigation 
linister, at a following meeting agreement 
'as reached on the creation of two balancing 
iservoirs, one at Mekedatu in Karnataka 
nd the other at Hogenakkal in Tamil Nadu, 
ince the reservoir in Mekedatu would not 
tovide irrigation, it was agreed that Kama- 
ika could build a power project instead, 
leve Gowda, then prime minister, had agreed 
) treat the two projects as national projects 
id to release funds from the centre. At yet 
wther meeting of the two states, the amount 
' water to be released by Karnataka had 
xn discussed and the two sides had agreed 
proportional distribution among the three 
larian states, Karnataka, Tamil Nadu and 
erala. By January, however, reflecting 
^aps the state of the UF government at 
e centre, Tamil Nadu had sought to go back 
I many of these 'decisions’ and by May 
wasinsisting that it would wait forthedraft 
an for the implementation of the interim 
/ard of the Water Disputes Tribunal. 

As was to be expected, in both the states 
e dispute is now in the realm of petty 
ilitics. In Tamil Nadu chief minister 
arunanidhi is projecting both the successes 
the eatlin'meetings and the current impasse 
a demonsuation of his government's 
termination to resolve the Cauvery dispute. 
It without ‘giving in’ to Karnataka’s 
nreasonable' demands. To Jayalalitha the 
spute is a handy issue with which to rouse 
ipularsentiment, especially among the long- 
ffering farmers of the Cauvery delta. And 
Karnataka, chief minister J H Patel is just 
w in no position to take any political 
ances. He is now having to cope with the 
ssidenb, mobilised under R L Jalappa; he 
also torn between his ex-mentor, 
unakrishna Hegde, whom he had earlier 
andoned but who is now sitting pretty with 
; split in the national Janata Dal a^ the 
tuid split in the state party, and Deve 
iwda, his new-found godfather, now out 
xiwer but a hyperactive player in Janata 
I factional politics atboth theiutional and 
ite levels, llie Karnataka Janata Dal is still 
et over the loss of the Molakalmuru seat 
the by-elections and the government’s 
ind gesture of carving out as many as nine 
w districts, which benefited northern 
niatakamain]y,has yet tobearthe expected 


political fruit. Karnataka has also to contend 
with Andhra Pradesh on the Alamatti dam 
issue, having decided to raise the height of 
the dam unilaterally. Not surprisingly, 
Andhra went to the Supreme Court seeking 
a stay of the construction, armed with the 
report of the expettt commiuee constiMed 
by the UF steering committee at the centre. 
With the apex court refusing to intervene, 
work on the dam continues and will go on 
as long as Karnataka’s funds last. 

There is therefore plenty of grist for the 
political mills in all the riparian states of 
Cauvery and Krishna and the waters disputes 
will continue to fester so long as they ate 
not taken out of the political arena and deah 
with as technical proems, which of course 
is easier said than done. That a comprehensive 
river water policy has been talked about for 
so many years without any movement 
towards actually evolving one is indication 
enough of the political necessity of keying 
inter-state water disputes forever unresolved. 

INDO-PAK TIES 

Keeping Cool 

HARDLY had the dust sMied following the 
recent Indo-Pak talks, when the two sides 
appear to have entered into another slanging 
match. It all began with the Pakistan prime 
minister, Nawaz Sharif, welcoming the 
outcome of the talks and interpreting it as 
India’s first ever acknowledgement of 
Kashmir as an issue of dispute. This 
immediately brought forth an angry rejoinder 
from the Iiidian foreign secretary, Salman 
Haider, who reiterated that the whole of 
Jammu and Kashmir, including the Pak- 
occupied part of it, was an integral part of 
India. The next day. the Pakistan foreign 
office expressed its mild disappointment at 
Haider's statement, adding that such 
utterances would be counter-productive to 
the conduct of diplomacy. 

Significantly, all the three statements were 
made in the course of interviews. Nawaz 
Sharifs was broadcast on Pakistan radio, 
while the latter two statements were made 
at news conferences. It seems that hostilities 
between the two countries have now shifted 
to the battlefield of the media. A Hindi film 
called ’Border’, which celebrates India's 
victory over Pakistan in the 1971 war, has 
drawn a lot of flak from people in Pakistan, 
as well as Pakistanis settled abroad. In India 
too people ate irked by the anti-Indian 
statements whichoften appear in the Pakistan 
press. 

It is necessary for responsible people in 
the media to remember that the government 
in New Delhi and Islamabad arc treading on 
delicate ground in their bid to solve the 
outstanding problems between the two. They 
should respect the wishes of the commoo 


people in both the countries who eaniettly 
hope for an end to the tong diipiiie that h« 
led to the dissipation of their resources. (In 
FWstan in fact Nawaz Sharif won the last 
elections on a plank which promised 
improved relations with India.) While not 
ignoring the differences between the two 
governments, the media need not exaggerate 
them every time the two skies meet It was 
not necessary, for instance, to highlight 
Salnun Haida’s statement about India’s wdl 
known position on Kashmir - a position 
which was reiterated at the joint Jalks in 
Islamabad. Why was it necessary for Salman 
Haider again to repeat at the New Delhi news 
conference the old demand that Pakistan 
should vacate occupied Kashmir? Did this 
demand stand in the way of the Islamabad 
agreement, which envisages the setting up 
of woikinggtoups to settle outstanding isHies, 
including that of Janunu and Kashmir? Why 
therefore should we play up divisive issues, 
instead of supporting the positive trends - 
even though they are still very weak ~ which 
may help a be^ understanding between 
the two countries? 

Without being euphoric about the 
Islamabad talks, one can certainly discern 
some features which indicate possibilities of 
friendlier relations and better understanding 
between the two countries. Apart from 
positive humane gestures like the exchange 
of imprisoned fishennen, both sidet appear 
to be moving in a give-and-take ditecxkm. 
While India has agreed t 9 the Kashmir issue, 
among other things, being taken up by the 
proposed joint working groups (instead of 
itshithertoclosed door policy of maintaining 
that Kashmir was purely an internd affiur). 
Pakistan has agreed to include tenorism and 
drug-trafficking within the purview the 
joint committees - thus acknowledging, 
albeit indirectly, its role in sponsoring 
terrorist activities in Kashmir (which it had 
been denying all these years). 

it needs to be understood that ahhough 
both Nawaz Sharif and Inder Gujral igipear 
to be on the sanx wave-length on belter 
Indo-Pak relations, both face pressures from 
the military establishment and the hawks in 
the politick Opposition in dieir respective 
countries. In Pakistan PFP leader Benazir 
Bhutto is trying her best to whip up anti- 
Indian sentiment by projecting Sharif as a 
traitor who is telling out to India - an at¬ 
tend that has its counterpart in India in the 
formof chauvinist campaigns by the'taMion 
brigade’ and tome me^ personalitia who 
ate denouncing Cujral’s efforts to negotiair 
with Pakistan as anti-nalioiial. In a bid to 
disarm these critics, as well as to continue 
the negoliaiiont, the two prime mmistets 
seem to have concluded tta they need to 
blow hot and cold - hot air for dooiestic 
consumption and cold reason in d^itoMic 
parleys. 
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CURRENT STATISTICS 


£1*W Racarcii Foondatioa 


iBJh’iiMfciBilBUNDP’tHiinMBDeyelop i iiMC Index (HDI)h«i beta low yMr«ftcrye«r. India nuked l35oiii of 174 odwNrieeia l9»3andinlfaelBlwn»|iottfarl9>7lt 
iM*»l3gaiBon|l75coHniitet.lUaUa|i»idiCTualiietiiicliMMyannMr.OI«iwxKeayi,ftJd»tiaind l>ml i d et b .ladh*iwc«»idlB»oinei»ipecliaucbnfcaaM«idaltBlenqi 
me or wemca'a dian Id Ibe adab labour fofceU wane than dm of dieiecMaiilea.li^’i female adult liiency me waa^l per cent in l994,«heicaibwaa76JperG«al 
b) Myaannar, 67.S per ceM ia Kenya aad SI per cent in CHiaoa. 

Macroeconomic Indicators 



Cait af Living Indkci 


Latest _ VariatioB (Per Cent): Point-to-Point _ 

Month Over Over 12 Months Fiscal Year So Par 1996-97 1995-96 1994-95 1993-94 
Month Latest Previous 1997-98 1996-97 


Industrial Workers (1982=100) 

354.0* 

0.9 

Urixm Non-Man Emp (1984-85=100) (Fur 96-97) 

283.0* 

0.7 

Agri Lab (1986-87=100) (Link factor 5.89) 

261.0* 

-0.4 



MoMy and BanUiig (Rs crore) 


Over Month Over Year 1997-98 


Money Supply (M,) 72585 

Cnnency with Public 14544 

Deposits with Bonks 576551 

Net Bank Credit to Govt 30629( 

Bank Credit to Comtnl Sector 374993 

Net Foreign Bxchangie Assets 10540! 

Reserve Money (June 20) 2(ffl7gi 

NetRBlCredktoOaitie(luae20) I2474C 

RBI Credit to BkslConuD Sect (June 20) 1245! 
Scheduled Commercial Banks (June 20) 
Deposits 518923 

Advances 276816 

Non-Food Advances 266471 

Investments 207138 


IndM Numbers of Industrial March 

P(«dM(ioB(l98O-81«10O) Weights 1997 


7714(1.1) 

1586(1.1) 

5.385(0.9) 

5180(1.7) 

-l239(-4).3) 

3057(3.0) 

440(0.2) 

-2677(-2.1) 

-453(-3.5) 


103402(16.6) 

15448(11.9) 

89523(18.4) 

32457(11.9) 

37315(11.1) 

26058(32.8) 

15808(8.2) 

-9597(-7.1) 

-I578(-11.2) 


27798(4.0) 

12922(9.8) 

14259(2.5) 

17278(6.0) 

1289(0.3) 

6228(6.3) 

8817(4.4) 

4038(3.3) 

-794(-6.0)- 


1996-97 


18445(3.1) 

11738(9.9) 

4623(1.0) 

16055(6.2) 

-6970(-2.0) 

944(1.2) 

-l478(-0.8) 

15569(13.1) 

■14773(-51.3)- 


1996-97 1995-96 1994-95 


94049(15.6) 

14264(12.1) 

79887(16.6) 

312.34(12.1) 

29056(8.4) 

20773(26.5) 

5513(2.8) 

1935(1.6) 

15557(-54.0) 


72581(13.7) 

17577(17.5) 

55043(12.9) 

35359(15.9) 

51926(17.7) 

-628(-0.8) 

25176(14.9) 

19855(20.1) 

8747(43.6) 


97019(22.3) 

18380(22.3) 

77781(22.2) 

18501(9.1) 

54949(23.1) 

24420(44.7) 

30610(22.1) 

2130(2.2) 

8067(67.2) 


5248(1.0) 78474(17.8) 13324(2.6) 6630(1.5) 71779(16.5) 46961(12.1) 71726(22.8) 

-742(-0.3) 27790(11.2) -1586(-0.6) -4990(-2.0) 24387(9.6) 42455(20.1) 47144(28.7) 

-1634(-0.6) 29737(12.5) -4063(-1.5) 7220(-3.0) 26580(10.9) 44938(22.5) 45776(29.8) 

5577(2.8) 39103(23.3) 16625(8.7) 3253(2.0) 25731(15.6) 15529(10.4) 16731(12.6) 


1996-97 1995-96 


_ Fiscal Year Averages 

1994-95 1993-94 1992-93 


Oeaenl Index 
Mining and Quanying 
Moauracturing 
Electricity 




100.00 342.7 302.2(6.7) 283.2(11.6) 253.7(9.4) 232.0(6.0) 218.9(2.3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

11.46 244.9 270.5(1.2) 267.2(7.4) 248.8(7.5) 231.5(3.5) 223.7(0.6) 222.5(0.6) 221.2(4.5) 211.6(6.3) 

77.11 336.0 299.4(8.0) 277.2(13.0) 245.4(9.8) 223.5(6.1) 210.7(2,2)206,2(-0.g) 207.8(9.0) 190.7(8.6) 

11.43 385.4 352.9(3.8) 340.1(8.1) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8..5> 236.8(7.8)219.7(10.8) 


Capital Market 


BSE Sensiuve Index (1978-79=100) 
BSE-100 (1983-84=100) 

BSE-200 (1989-90=100) 

NSE-SO (Nov 3. 1995=1000) 

Skmdia GOR Index (Apr 15. 1994=100) 


FnrdiB Trade April 

1997 


Expons: Rs crore 9033 ( 

US$inn 2523 2 

Imports: Rs crore 10860 I 

US $ mn 3033 

Non-FOL US S mn 2355 
Balance of Trade: Rs crore -1827 
US $ mn -510 


Trough Peak Trough Peak 


4324(16.80) 3861 
1855(9.70) 1656 
409(7.35) 369 
1216(11.76) 1086 
81.18(0.74) 74M 


3702(17.00) 3427 4334 
1691(13.26) 1489 1858 
381(13.06) 333 409 

1088 970 1223 

8058(257) 67.33 8322 


2745 4069 
1217 1843 
273 413 

788 1196 
51.6 90.0 


3361 (-0.2) 
1464(-5.J) 
328(-5.0) 
na 

72.76(-7.3) 


3367(3.3) 3261(-13.7) 
1549(-3.5) 1606(-12.2) 


345 (-6.3) 

on 

7853(07) 


36g(-l8.2) 


Fiscal Year So Far 


1996-97 1995-96 1994-95 1993-94 1992-93 


9033 (-9.07) 
2523(-13.07) 
10860(4.63) 
3033 (0.03) 
2355 (4.20) 
-1827 
-510 


9935 (26.83) 117S2S( 10.5) 106353(28.64) 
2902(16.36) 33106(4.1) 31797(20.76) 

10380(33.94) 136844(11.6) 122678(36.35) 


3032 (22.90) 
2260(23.09) 
-445 
-130 


38548(5.1) 36678(28.00) 
2893I(-1.0) 29214(28.54) 
-19319 -16325 

-5442 -4881 


82674(18.5) 
26330(18.4) 
89971 (23.1) 
28654(22.9) 
22727(29.5) 
-7297 
-2324 


69751 (29.9) 
22238(20.0) 
73101(15.3) 
23306 (6.5) 
17552(11.2) 
-3350 
-1068 


Foreign Exchange 
Bewrvee (excluding gold) 


Rs crore 
US$ma 


June 27, June 28, 
1997 1996 


Mar3l, 

1997 


Fiscal Ye 
1997-98 


inationOver 
r So Par 1996-97 
I9§P7 


1995-96 


53688(21.9) 
18537(3.8) 
63375 (32.4) 
21882(12.7) 
15782(12.3) 
-9687 
-3345 


1993-94 


Notes: Figures in brackets are percentage variations over the period speciTied or over the comparable period of the previous year, na « not 
available, neg negligible. * unchanged. 


unchanged. 
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COMPANIES _ 

CADBURY INDIA 

Not Ail Sweetness 

CADBURY INDIA, the manufacturer of 
well known chocolate bar brands such as 
'5 Star', ‘Dairy Milk', and the more recent 
'Perk', lasted the bitter experience of a fall 
in its bottomline during 1996. The company 
saw a 2.2 per cent fall in net profit, despite 
a 13.2percent increase in its operating profit 
during the same period. The main reasons 
for this fall were the sharp increase in 
depreciation provision (up 32 per cent) and 
the absence of any significant non-operating 
income (the company's non-operating 
income last year stood at more than four 
crate rupees). 

Despite the fall in net profit, the company 
performed well in tenns of increase in net 
sales (up 23.9 per cent) and value of 
production (up 28.9 per cent). While 
productionof mdied foods and cocoa powder 
increased marginally by 1.5 per cent and 2.6 
per cant, respectively, that of chocolates/ 
wafercoated with chocolate/toffees/chewing 
gum improved significantly by 30.8 per cent 
from 10,423 tonnes to 13,633 tonnes. On the 
sale front, while chocolates/wafer coated 
with chocolate contributed around 74 per 
cent of total turnover, malted foods brought 
another 24.4 per cent, with cocoa powder, 
drinking chor^ate and sugar confectionery 
bringing up the balance. During the year 
under review, while sale of chocolates/wafer 
coated with chocolate improved by 28.2 per 
cent over the previous year, 1995, that of 
malted fotxls improved by 12.6 per cent. 

The company’s imports surged by 18S.S 
per cent during the year, with the content 
of imports in its total raw material consumed 
rising from around 11 per cent last year to 
23.1 per cent during 19%. Keepinginmind 
its lower bottomline, the company prudently 
decided to lower its dividend rate from 55 
per cent in 1993to 35 per cent. While earnings 
per share fell from Rs 16.2 to Rs 9.9 during 
the same period, book value too fell from 
Rs 72 to Rs 51.4. The fall in book value, 
however, was due to an increase in equity 
capital from Rs 12.4 crore to Rs 19.8 crore 
following the completion of issue of bonus 
shares (announced in 1995) in the ratio of 
three shares for every five shares held. 

During the year, while its chocolate 
confectionery brands continued to grow, 
Cadbury India's malted food drink 
'Boumvita' bardy managed to maintain 
vtriuines in the face of severe competition. 
The company introduced a new range of 
sugarconfectioneryinTamil Nadu under the 
Thebor’ umbrella brand name. Christened 
‘(joogly', the confectionery is a tangy. fUay, 
fruit flavoured candy and hu been reportedly 
well received in the market. 


£'/*W Reacardi FonadatkM 


Meanwhile, the company is planning to 
increaseits mmketshare in thechocolateand 
confectionery segment through increase in 
production capacities and higher investment 
in marketing and advertising. The company 
already has a market share of around 70 per 
cent in India. In order to further consolidi^ 
its presence in the country, the company is 
investing Rs 40 crore each at its Induri and 
Malanpur projects. The Malanpur plant 
capacity will be increased by 10,000tonnes. 
The expansionis to be funded through internal 
accruals and a rights issue. For this purpose, 
the company has already entered the capital 
market with a Rs 38 crore rights issue offering 
one equity share of Rs 10 each at a premium 
of Rs ISO per share, for every five shares 
held. The company’s stock, meanwhile, 
quotes at artnind Rs 325 on the Bombay 
Stock Exchange, discounting its 1996 
earnings per share by 32.9 times. 

CASTROL INDIA 

Mixed Performance 

Castrol India,.the Indian arm of the UK- 
based Burmah Castrol, saw mixed perfor¬ 
mance during the year ended December 31, 
1996. Though the company managed to 
improve its operating profit by 12.4 per cent 
over the previous year, 1995, its bottomline 
fell by 8.9 per cent during the same period. 
A look at the company's profit arid loss 
account suggests the obvious culprits - a 
sharp increase in interest charges (up 49.2 
per cent); an even sharper increase in 
depreciation provision (up 74 percent); and 
the absence of a buffer in the form of income 
from sale of investments (the company 
realised Rs 1 S.6 crore last year from the sale 
of investments). 

Again, net sales as well as value of 
production improved by 22 percent over the 
previous year. The company produced 
1,73,002 kis/mts of lubricating oils, greases, 
etc, during 1996, registering an increase of 
10.7 per cent over the previous year’s 
production of 1,56,270 kIs/mts. While the 
sale of lubricating oils, greases, etc, too 
improved by 11 per cent in volume terms 
from 1,56,901 kl^mts to 1,74,117 kis/mts, 
sale realisation per unit improved with total 
sale realisation from the same surging by 
24.4 per cent over the previous year. 

The company’s main raw materiddnclude 
base oils a^ additives/chemicals, base oils 
are largely procured through imports, and 
additives/chemicals indigenously. While 
base oils consumption, in volume terms, 
increased by 9.4 per cent, that in value terms 
rose by 23.3 per cent. With cost of base 
oils rising significantly, the company saw 
its imports rising sharply by 64.5 per cent 
ioRs206crore<hiring the year under review. 


With the fall in net profit, the company's 
earnings per share fell from Rs li.8 to 
Rs 15.3. Despite this, it maintained the 
dividend rate at 85 per cent Book value 
moved up from Rs 40.7 per share last year 
to Rs 47.5 per share. 

Meanwhile, the company completed the 
erection of its Silvassa project during the x • 
yearandconunencedcommaoial production 
f^romluly 17,1996, producing 17,608 Ids of. 
finished products during the year. The new 
plant has the most up-to-date manufacturing 
process and stock control techniques and 
state-of-the-art equipment. The plant, which 
cost Rs 60 crore and has a capacity to 
manufacture i .2 lakh kis, will manufacture 
1 SO different types of products, though the 
main thrust will be on industrial products. 

Suffering severe law and order problems , ^ 
at its Calcutta production unit, the company 
had earlier decided to shift its production 
facilities to some other location as output at 
the Paharpur unit was affected for seven 
monthsduring 1996. However, with relations 
normalising again, the company had shelved 
its plans to relocate this unit. Despite this, 
reportedly, trouble could be brewing again ‘ * 
as the company is restricting production at 
this unit to around 1,000-1,200Ids per month. 

It had earlier signed a wage agreement two 
years ago whichofferedlucrativeproduction- 
linked incentives to workers, but a relatively 
low salary; for production above 1,500 Ids 
per month, workers were assured of high 
incentives. Also, the company has spent 
about Rs 6 crore to update this unit but is 
yet to fully utili.se this new investment. 
Production, which touched more that 
3,(X)0 kIs in this unit in the past, is reponedly 
languishing at less than half this levd 
currently. The company is meeting its addi- ' 
lional requirements from the newly set up 
Silvassa plant which enjoys tax benefits as 
it is located in an exempted zone. The com¬ 
pany’s stock, meanwhile, presently quotes 
at around Rs 535 on the bou^, discounting 
its 1996 earnings per share by 35 times. 

GOODYEAR INDIA * * 

Rolling On 

Goodyear India, a subsidiary of the US- 
based tyre giant, Goodyear Tire and Rubber 
Company, fared well during 1996, earning a 
40 per cent higher operating profit on a 10.4 
per cem higher net sales figure.The company 
claims that the involvement of associates at ^ . 
all levels, throu^ group team activities under 
its total quality culture mission, in every area 
of operation made it possible to achieve the 
high rise in profitability. 

Despite sh^ increases in interest charges 
(up 37.9 per cent), depreciation provision* 

(up 23.6percent), and tax provision (up32.9 
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Growth and Hnancial <;tJIWrT llrflu. _£tftSLlldtL. fiWtolf.MliL 

Indicaion/Year Ending Doc Dec Doc Dec Dec Dec 

19M 1995 19M 1995 1995 1995 


iDcamc/approprlaHom 

1 Netules 31339 

2 Value of production 32212 

3 Other income 223 

4 Total iocime 32435 

5 Raw maierials/etorc* and 11076 

ipaiei comumed 

6 Other manufacturing expenece 5722 

7 Remuneration to employed 2820 

8 Other expenjd 8434 

9 Operaling profit 4383 

10 Intereit 357 

11 Grots profit 4068 

12 Depreciation 846 

13 Pnfilb^retax 3222 

14 Tax provision 1259 

15 Prtifllaftertax 1963 

16 Dividends 694 

17 Retained profit 1269 

LUbillllcs/astcU 

18 Paid-up capital 1984 

19 Reserves and surplus 8215 

20 Long-term loaiu 2164 

21 Short-term loans 873 

22 Of which bonk borrowings 318 

23 Gross fixed assets 13111 

24 Accumulated depreciation 3882 

25 Inventories 4244 

26 Total ossets/liobilities 19399 

MHaceUancoiu Itcme 

27 Excise duty 49 

28 Gross value added 7564 

29 Total foreign exchange income 604 

30 Total foreign exchange outgo 3927 

Key financial and perfonnance ratloa 

31 Turnover ratio 

(soles to total assets) (%) 161.55 

32 Said to total net assets (%) 236.77 

33 Grou value adited to 

gross hxed assets (%) 57.69 

34 Return on investment 

(gross profit to total assets) {%) 2lf.91 

35 Gross profit to said 

(gross margin) (%) 12.98 

36 Operating profit to sold (%) 13.99 

37 Profit before tax to said (%) 10.28 

38 Tax provision to 

profit before tax (%) 39.08 

39 Profit after tax to net worth 

(return on equity) (%) 19.25 

40 Dividend (%) 35.00 

41 Earning per share (Rs) 9.89 

42 Book value per share (Rs) 51.41 

43 P/E ratio 32.85 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 21.22 

45 ShM-leim bank borrowings 

loinventorid (%) 7.49 

46 Sundry creditors to 

sundry debtors (%) 590.65 

47 Total remuneration to employed 

to gimi value added (%) 37.28 

48 Total remuneration to employed 

to value of production (%) 8.75 

49 Gross fixed assets formation (%) 31.69 

■50 Growth in inventorid (%) 38.60 


25290 

79030 

64616 

44377 

40203 

24993 

79139 

64969 

45077 

40510 

614 

1570 

2146 

190 

78 

25607 

80709 

67015 

• 45267 

40.588 

8266 

51099 . 

41973 

26706 

24544 

4291 

1520 

1166 

7824 

6801 

2491 

2475 

1890 

2517 

2426 

6686 

8864 

7078 

4399 

4106 

3873 

16751 

14908 

3831 

2711 

423 

1698 

1138 

2093 

1518 

.3938 

15212 

16030 

1760 

1211 

640 

449 

258 

403 

326 

3298 

14751 

15762 

1357 

885 

1290 

5298 

5390 

575 

376 

2008 

9453 

10372 

782 

.509 

682 

5249 

5249 

449 

374 

1326 

4204 

5123 

333 

135 

1240 

6175 

6175 

1497 

1497 

7691 

23132 

18928 

5137 

4857 

948 

916 

1428 

8984 

4875 

583 

4149 

3275 

167 

1455 

II 

4109 

2001 

- 

- 

9956 

14499 

8542 

14030 

12013 

3189 

1650 

1220 

7132 

6706 

3062 

16580 

14841 

6579 

6026 

15508 

53182 

44773 

27436 

24643 

18 

9795 

6804 

9132 

8633 

7141 

20328 

21265 

6590 

5405 

503 

499 

472 

395 

875 

1376 

24023 

ISS04 

3574 

4545 


163.08 

148.60 

I44J2 

161.75 

163.14 

241.73 

229.93 

216.79 

281.13 

316.96 

71.73 

140.20 

248.95 

46.97 

44.99 

25.39 

28.60 

35.80 

6.41 

4.91 

15.57 

19.25 

24.81 

3.97 

.3.01 

15.31 

21.20 

23.07 

8.61 

6.74 

13.04 

18.67 

24.39 

3.06 

2.20 

39.11 

35.92 

34.20 

42.3/ 

42.49 

22.48 

32.26 

41J2 

11.79 

8.01 

55.00 

85.00 

85.00 

30.00 

25.00 

16.19 

15.31 

16.80 

5.22 

3.40 

72.02 

47.46 

40.65 

39.94 

37.61 

19.07 

34.95 

29.35 

16.27 

41 47 

10.61 

3.13 

5.69 

150.26 

86.59 

0.36 

24.78 

13.48 

- 

- 

462.18 

100.30 

129.94 

88.98 

95.81 

34.88 

12.18 

8.89 

38.19 

44.88 

9.97 

3.13 

2.91 

5.58 

5.99 

24.20 

69.74 

65.06 

20.89 

22.17 

-6.67 

11.72 

19.19 

9.18 

27.10 


per oeot), (be oompeiiy ntMafed to poet a 
53.6 per cent iiKieaw in net pioft during 
the year under leview, Conieqaently, while 
earnings per share improved from Rs 3.4 to 
Rs 3.2, the company's book vahie improved 
from Rs 37.6 per share to Rs 39.9 per share. 
Encouniged by its performance, thecompaiiy 
raised the divided rate from 25 per cent 
during 1993 to 30 per cent in 19M. 

The company produced 10,66,000 
automotive tyres during 1996 as conqwred 
to 10,54,000 tyres produced in the previous 
year, registering an increase of 1.1 per cent 
While automotive tyres/flaps contribute 
around 90 per cent to the company’s turno¬ 
ver, automotive tubes bring anoihd 7.3 per 
cent. The balance turnover comes from the 
sale of transmission belling, industrial 
V bells, fan belts, and other rubber products. 
During the year, while sale of automotive 
lyres improved from 10,67,000 tyres to 
10,93,000 tyres (up 2.4 per cem), that of 
automotive tubes increased from 9,98,000 
tubes to 11,01,000 tubes, registering an 
increase of 10.3 per cent over 1995. 

The main raw material consumed by the 
company include (in order of rignificanoe) 
nibbd, fabrics, carbon black, pigments and 
chemicals, and beadwire. The company 
commissioned a 5.3 MW RFO-based 
Wansila genset at its Ballabgaih plant during 
the first quarierof 1996forgenetaliiig captive 
power at iwo-thiids cost compared to other 
gensels running on diesel. It also introduoed 
the GPS 2 steel belted radial passenger car 
tyre from the third quaner of the year. The 
radial, which is manufactured by the 
company's joint venture company. South 
Asia Tyres, confornis to intemational 
standards and is reportedly being used by 
the world's best cars now being produced 
in India. As per an agre e m en t, 50 per cent 
of the production at the joint venture will 
be marketed by Goodyem India. 

The company no w plans to introduce truck 
radial tyres in the country towards the end 
of the current year, 1997. It claimt that it 
has been testing this (moduct in Indian 
conditions for the last one year and the 
response has reportedly been encouraging. 
The company plans to sell theae radiab 
through specialised retail outlets all over the 
country, besides institutional sales to stale 
road transport organisations. The radial, 
which will be maitufactured at Soirih Asia 
Tyres' plant, will give 70 to 100 per cent 
more mileage than a bias tyre, wfaHe R wfll 
be priced only 30 per cent higher than the 
price of a bias tyre. Goodyear will be the 
first foreign company to manufacture truck 
radialsinthecouiitiy.MeanwlHle,Goodyear 
Tire and Rubber Company, the third largest 
tyre manufacturer in the world, is repotieifly 
incieasiitg its oake in itt Indian suhritHaiy 
from 51.9 per cent to 74 per cent. Goodyear 
Imfia'sshin price cunentlyquoles at anuni 
Rs 83 on the bourses, discounting its 1996 
eamingt per share by 16.3 liinM. 


- meoM not available. * means 15-monih period. 


Economic and PoHticai Weekly July 12, 1997 


1677 




MONEY MARKET REVIEW ___ 

In Pursuit of Lower Interest Rates 

The RBI ’s announcement, on June 25, of a one percentage point cut 
in the Bank Rate came as a surprise to the market. The authorities 
are using the lower interest rate route to induce a pick-up in 
commercial bank credit. 


BPW Research Fooixtotioii 

margin money. At a time when profitability 
of the corporate sector was declining and the 
capital market showed no sign of revival, 
raising margin money posed a problem. 
Besides, productive units also showed 
reluctatKC tocicate new capacities on account 
of frequently changing government policies. 
Alongside the cut in the Bank Rate, the 

n__ iWa ilr>r»STfan famM 


I 

Policy Devdopments 

WITHIN two months of having revived the 
Bank Rate, the Reserve Bank has used it to 
signal Anther lowering of interest rates in 
June. In a surprise move to the market, it 
announced a one percentage point reduction 
in the Bank Rate on June 25. bringing it 
down from tl per cent to 10 per cent. 
Explaining the move, the Reserve Bank of 
India said that given the abundance of 
liquidity in the system and an overall decline 
in interest rates, it was necessary to realign 
the Bank Rate and indicate a further lowering 
of interest rates to the system. 

AAcr the four percentage points cut in the 
cash reserve ratio effected in phases during 
the last financial year, the system was flush 
with funds.This had resulted in aperceptible 
decline in interest rates in the overall system. 
The rates on 91-day TBs - the shonest 
maturity paper - had come down from 12.37 
percent in May 1996 to 6.75 percent in May 
1997 while on the longest maturity paper of 
10 years the rates came down from 13.85 
per cent in May 1996 to 13.05 per cent in 
May 1997. Banlu’ prime lendingratesfPLRs) 
too were brought down from 16.5 per cent 
in June 1996 to 14.5 per cent in June 1997. 
Similarly, rates on commercial paper (CP) 
declined from the 11.25-12.25 percent range 
in 1996 to 7.50-11 per cent range in 1997 
and those on certificates of deposit (CD) 
declined from 12-21 per cent in 1996 to 
7-15 per cent in 1997. 

Thecurrent fiscal year began with a strong 
buoyancy in aggregate deposits of scheduled 
commercial banks, partly as a n»ult of a shi A 
of resources from the capital market and the 
NBFCs but primarily due to sizeable foreign 
exchange aixmials. They grew by Rs 13,324 
crore (2.6 per cent) during the current 
financial yearup to June 20, against Rs 6,630 
crore (1.5 per cent) in the corresponding 
period of 1996-97. This resulted in a 4 per 
cent growth in money supply compared to 
3.1 per cent growth in the corresponding 
period of last year. Net foreign exchange 
assets, excluding gold, grew by Rs 10.463 
crore in the current financial year up to June 
27, 1997 against Rs 3,291 crore in the 
comparable period last year. 


The authorities are obviously using the 
lower interest rate route to induce a credit 
pick-up which continues to be disap¬ 
pointingly low. On top of an unduly 
inadequate non-food credit growth in 
1996-97, there has occurred an absolute 
dcclineof Rs4,063 crore so farup to June 20. 
No doubt, of late bunks have been making 
investments in company bonds and 
debentures obviously as a substitute for 
commercial loans, particularly after the RBI 
removed ceiling restrictions on such 
investments. This reflects beyond doubt the 
malaise that is being perpetuated in the 
banking system through market-oriented 
policies. Banks' vast branch and 
organisational network has been rendered 
idle because of their reluctance to process 
loan applications and lend. Apart from 
inducing this through prudential norms pre¬ 
maturely applied, micro policies such as the 
elimination of the ceiling on investments 
in debt instruments has further contributed 
to the malaise. Against the poor credit pick¬ 
up, banks’ investments in government and 
other approved securities continue to show 
phenomenal increases. During the current 
fiscal year so far, such investments at 
Rs 16,625 crore have been Rs 3,301 crore 
higher than deposit growth. 

By reducing the Bank Rate in April 1997, 
the Reserve Bank hoped to induce credit 
growth. After this cut, however, the liquidity 
overiiangcontinuedandsodid the downward 
trend in interest rates. But credit failed to 
pick up and more funds got diverted towards 
the government borrowing programme. 
Bankers even indicated to the Reserve Bank 
at a meeting after the latest rate cut that they 
were reluctant to lend because of the strict 
norms for non-performing assets (NPAs). 

A part of the truth is also that the demand 
for credit has slackened. First, borrowers 
postponed their investment decisions 
expecting a further fall in interest raies.^Tten 
the large-size borrowers turned to cheaper 
routes for raising funds and approached the 
debt market and external commercial 
borrowinp resulting in low or no appetite 
for costly domestic bank funds. Further¬ 
more, they used these cheap funds to repay 
high cost bank borrowings. 1 n order to access 
bank finance it is also necessary to put in 


deposit ratesuptoone year by one percentage 
point as otherwise banks’ margins would 
have come under pressure resulting in their 
further inaction on the lending front. The 
Reserve Bank also reduced the interest rote 
on post-shipment credit by one percentage 
point in order to boost export credit. 

The market reaction to the Bank Rate cut 
was favourable. The overnight market which 
at 4-5 per cent seemed artificially low now 
appearwl in tandem with other rates in the 
ri^et which readjusted gradually to a lower 
level. Banks and financial institutions 
announced a I to 1.5 percentage point cut 
in their prime lending rate to 13.5-14 per cent 
levels. A possible fall-out of the lowering 
of the domestic lending rates is to hold out 
thehope for at least some corporate borrowers 
to make domestic credit cheaper than external 
borrowings which borrowers have found 
attractive so far despite the exchange risk. 
Theconfiguratiun oflow inflation rate, strong 
rupee and low forward premia for the US 
dollar and reduced domestic rates of interest 
may still facilitate such a possibility in the 
medium-term. 

While commercial credit languishes, the 
overhang of liquidity has been a boon for 
the central government which has 
endeavoured to raise a large part of its 
requirement at cheaper rates from the market 
in the initial part of the financial year. As 
a result, it has not only avoided using ways 
and means advances but has moved into a 
surplus position thus presenting a peculiar 
situation in which the government is made 
to invest the surpluses in its own securities 
although the amounts are not known. In 
many countries, the governments invest their 
surpluses in their own paper for cash 
management. In this respect, the Indian 
discovery of self-retiring ad hoc treasury bill 
system had merit if only the size of its use 
could be contained within a limit. 

II 

Call and Forex Markets 

The call market witnessed high volatility 
in the first week of the month (Table 2) when 
the rates swung from sub-one per cent levels 
(Graph A). SBI officers’ strike toedt the largest 
participant away from the market causing 
uncertainty and therefore a rate hike in the 
overnight market 'The RBI thus emerged as 


J 
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the largest player in the market with its 
reverse repo auctions absorbing short-term 
liquidity and its purchases of dollars which 
injected liquidity in the system. Liquidity 
was also absorb^ somewhat on account of 
advance tax payments during June and the 
two auctions of a seven-year government 
paper. 

The second fortnight saw easy trends as 
SBI withdrew its strike and returned to the 
market. However, two government securities 
issues absorbed significant amounts in 
addition to the auctions of short-term papers 
driving the overnight rates up to over 7 per 
cent. There were also reports of some d^s 
done at 11 per cent. The rates came back to 
S-6 per cent range after the RBI’s 
announcement of a cut in the Bank Rate on 
June 25. 

The foreign exchange market remained 
stable with the RBI continuing to mop up 
excess dollars to prevent the rupee from 
appreciating (Graph B). It intervened each 


lime the rupee tried to cross the 35.75 barrier. 
The six-month forward premium fell 
significantly in the first week of the month 
- from S per cent to 4.36 per cent and then 
stabilised at that level. The data on market 
turnover released by the RBI on a weekly 
basis showed that the market operations were 
not out of balance as between merchant and 
inter-bank transactions throughout the month 
with the average daily turnover in their spot 


m 

Primary Markets 

Gill-Edged Paper 

On June 17, the government announced 
the first auction for the month; this time a 
medium term paper of seven year matiaity. 
The market expectations for the seven year 
paper were lower at 12.65/66 per cent The 
yields on five and ten yean’ papers this year 
were 12.69 per cent and 13.05 per cent, 
respectively. In the auction on June 17, the 
Reserve Bank announced a lower cut-off 
yield of 12.59 per cent. Besides the liquidity 
overhang, another factor contributing to the 
lowering of the coupon rme was that the 
market i nteiest was far in excess of the supply. 
The notified amount for this paper was 
Rs 2,000 crore. As against this, the Reserve 
Bank received 310 bids for an amount of 
Rs 5,450.06 crore. The RBI accepted only 
Rs 2.000 crore and 54 bids of which 20 were 
partially allotted. 

Imm^aiely after the auction, on June 18, 
the RBI converted Rs 5.000 crore worth of 
special securities also into the same seven 
year 12.59 per cem stock. This was the 
second conversion of special securities in the 
current financial year. As part of the 
agreement between the government and the 
RBI to abolish ad hoc TBs. the government 
has agreed to convert the entire stock of over 
Rs 1,00,000 crore worth of consequential 
special securities with 4.60 per cent, into 
marketable gilt-edged. Earlier in June, the 


Table 2; Daily Quitations of Highs and Lows of Call Rates in Per Cent Pa Annum: 
Simple Statistical CiiAHAcraisTics 

All Four June 1997 All Five Ma> 1997 

Weeks Week Ended Weeks Week Ended 

of the - of the - 



Month 

27 

20* 

t.3 

6* 

Month 

30 

23* 

16 

9* 

2 

Mean 

5.4 

7.4 

2.8 

7.7 

26 

7.2 

5.5 

6.3 

8.3 

8.8 

22 

Standard deviation 3.0 

Coefncienl of variation 

2..t 

I.I 

1.5 

2.0 

1.8 

t.O 

1.1 

1.0 

1.4 

3.1 

(peavnuiget) 

.56.1 

.31 5 40.7 

19.0 

76.3 

24.4 

18.7 

17.3 

11.6 

16.2 138.9 


* Data for reporting Fridays (RF) are omilied. 


Table I: Call Money Rates 


(Per cent pert 





June 1997 




Mav 1997 


Items 

27 

20(RP) 

13 

6(RF) 

30 

23(RF) 

16 

9(RF) 

May 2 

Weekly range 

4.00-10.75 

0.75-6.00 

4.75-10.25 

0.25-6.50 

4..5O.7.50 

0.50-8.00 

7.25-10.50 

I.SO-IOJO 

0.10-10.25 


(10.50-11.00) (0.25-11.0.5) 

(10.70-11.50) (O.IO-lt.OO) (I0.80-M.2S) 

(0.2.S-11.2.5) (10.65-11.25) 

(0.25-ll.2S)(l0.25-ll.2S) 

Weekend (Friday) 
Weekly weighted 

5.00-9.75 

0.05-4.25 

4.50-8.00 

0.05-0.50 

5.50-7.50 

0.50-1.00 

7.25-8.00 

1.50-9.00 

0.75-10.23 

average * 

DFHI lending 

6.75 

3.04 

6.84 

3.61 

S.48 

6.10 

8.37 

8.32 

2.05 

iBlet (range) 

llfl 

0.20-6.00 

5.00-10.2.5 

O.IS.6..50 

4.60-8.25 

0.50-8.00 

7.50-10.23 

t.50-10.40 

0.30-90.00 


na not available 

* Weighted avenge of borrowing tales reported to the RBI by selected bonks ood DFHI, weights being pr^iartional to amounts borrowed 
Figures in the parentheses lepiewni w^ly range during similar period last year. 
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iiovemment had converted Rs 5,000 crone 
worth of such special securities into a 13.05 
per cent 2007 stock. The Reserve Bank will 
use these securities for its open market 
operations. 

Going by the response to the auction of 
the seven-year paper and the fact that the RBI 
had converted some special securities into 
this paper, the market expected the RBI to 
bring this stock soon on its sale window. The 
Reserve Bank, however, preferred to 
announce a further ‘on-tap’ availability of 
this stock a week later as a fresh issue rather 
than offload its own stock through open 
market operations. The Reserve Bank’s 
decision to offer the issue ’on-tap’ caused 
a flutter in the market as the seven year paper 
was already trading at a hefty premium of 
about Rs 1.40/45 and the ’on-tap’ 
announcement caused an immediate slump 
in this security prices. They came down to 
as low as Rs 100.25 on June 24. 

The market seemed disturbed at this offer 
forits price and timing. In the Indian auction 
system, the cut-off for government paper is 
decided at the best price and all those who 
have bid above that price have to buy the 
paper at a premium. In other words, bids are 
competitive in offering a higher premium. 
By offering the ‘on-tap’ issue at par, the 
Reserve Bank provided a strong disincentive 
to those who had bid aggressively, i e, higho', 
in the auction in the hope of truing a killing 
later by selling it in the secondary market 
at an even higher premium. Had the Reserve 
Bank made the offer immediatdy after the 
auction, like it did in July 1994, the players 
did not have much to lose. 


On July 26,19v4. the government offered 
six year stock which got fully subscribed. 
Seeing markm appetite for this paper the 
government came out with on-tap offer on 
July 29, 1994 which again received 
overwhelming response and the RBI had to 
close the window in about half an hour of 
opening it. 

Overall, net amount raised by the central 
government through long and medium-term 
borrowings up to June 27 has already touched 
Rs 19,053 crore (against Rs 4,787 crore last 
year) out of a budgeted amount of Rs 33,820 
crore or 56 per cent within the first quarter 
of the year. 


14-Day Treasury Bills 

The market has been showing a good 
of interest in this paper ever sinct 
introduction in May. In four auct 
conducted during June, the governt 
collected Rs 3,886 crore, the auction 
response though was slightly erratic. / 
receiving 47 bids in the very first auci 
the response in the second auction 
abysmally low with only two bids w 
Rs 101 crore received. The response pii 
up slightly in the subsequent auct' 
although it was not the same as the prev 
month’s auctions. The cut-off prio 


Table 3 : Auctions of 14 -Day Treasury Bills 

(Amount in rupees ci 

Dale of Face Value Bids Tendered Bids Accepted Devolve- Cut-off Cut-off Am 

Auction of Bills-menton Price Yield Outsl 

Issued No Face Value No Face Value Primary (Rupees) Rate in 
(Rupees) (Amount) (Amount) Dealers (Per tli 

(Amount) Cent) Dt 

of ii 


(I) 

12) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(1 

1997 

June 6 

1274.00 

47 

2569.00 

20 

1014.00 

K'l.OO 

99.81 

4.95 

12 

June 13 

150.00 

(1) 

2 

(100.00) 

iOlM 

(50.00) 

1827.00 

(1) 

1 

(100.00) 

100.00 

0.00 

[99.82] 

99.81 

[4.69] 

4.95 

14 

June 20 

1772,00 

(1) 

13 

(1) 

9 

(50.00) 

1772.00 

0.00 

[99.81] 

99.81 

[4.951 

4.95 

19 

June 27 

1000.00 

3 

1011.00 

1 

1000.00 

0.00 

[99.81] 

99.81 

[4.95] 

4.95 

27 








[99.81] 

[4.95] 



FigufCi in parentheses in cols 3 to 6 represent nuaiben and amounts of non-competitive bids w 
are not included in the total. 

Figures in the square brackets under cols S and 9 tepretent weighted average price and respei 
yield. 
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R« 99.81 oryidd of 4.95 percent lenuiaed 
ennttmnt throughout tlw mouth (TaMo 3). 
With a devotvemeut of Rs ItiO cnm on the 
prinuuy dealen In the first auction, the total 
face vaine for which these bills were issued 
was Rs 4,196 crore. Since there is no notified 
anount for this paper, the devolvement 
indicates the difference between the amount 
underwritten and that obtained by the PDs 
in the auctions. 

91-Day TBs 

In four auctions conducted during the 
month, the government raised Rs 1,800crore. 
Of this, the market contribution through 
competitive bids was Rs 346.09 crore while 
non-competitive bidders contributed 
Rs 1,344.92crore. The primary dealers took 
a devolvement of Rs 109 crore in the auction 
held on June 6. After the first auction in June 
when the cut-off yield on this paper remained 
unchanged at6.7S percent, theRBI increased 
it to 7.0 per cent in the subsequent auctions 
(Table 4). This was after a gap of seven 
weeks that the Reserve Bank had increased 
the yield on this paper. 

364-Day TBs 

The yield on 364-day TBs remained 
unchanged during the month at 8.98 per cent 
(Table 5). The total collection through ten 
bids received in each auction of this paper 
was Rs 603.73 crore. 

Other Instruments 

The CP market has been booming in the 
current financial year thanks to lowering of 


interestmtesattheshoitereadaiidtliehaiiks’ 

reluctance to entotain conunercial ItNUS. 
The outstanding amounts for CPs have 
steadily risen during the current financial 
year. The total outstanding amount of CPs 
issued was Rs 702 crore on April 15, and 
rose to Rs l,050croreonMay3l and further 
to Rs 1,270 crore on June 15. The amouiH 
of issues repotted during the fortnights ending 
the above periods also showed an upward 
trend - from Rs 83 crore to Rs 311 crore 
and further to Rs 451 crore in June. The rate 
of interest on this paper fell from 11.3-12.5 
per cent in April to 8.5-11.1 per cem in 
May and to 8.0-13.8 per cent in June. 
Interestingly, several corporate units used 


these flmds to reptty their higb cost debt, 
which could be one of the reasons for the 
decline in commercial credit Larsen and 
Toubro was repotted to have etMered the CP 
market with 364-day and 270-diy CP at an 
indicative yields of 11.75 per cem and 11.25 
per cent, respectively. The developroem is 
to be seen as an act of promoting die longer 
term CP market in response to the prevailing 
money market conditions. 

The RBI data also showed high volumes 
in fresh issues of CDs. During the fortnight 
ended April 11,1997, Rs 1,021 crote worth 
CDs were issued by scheduled commer ci al 
banks and the outstanding anioum touched 
Rs 12,399 crore; the rates of interest in the 


Table S; Auctions of 364 -Day Treasuby Buis 

(Amemiu In rupees crore) 


Date of 

Auction 

Bids Tendered 

Bids Accepted 

Cut-off 

Price 

(Rupees) 

Cut-off 

Yield 

Rate 

(Pet Cent) 

Amount 
Outstanding 
ontheDme 
of Issue 

No 

Face Value 
(Amount) 

No 

Pace Value 
(Amount) 

1996 

June 5 

f 

17 

282.00 

8 

162.00 

88.54 

12.94 


June 19 

14 

387.00 

12 

362.00 

88.52 

12.97 

- 

July 3 

67 

896.15 

37 

637.15 

88.60 

12.87 

3293.00 

1997 

June 4 

10 

472.03 

8 

397.03 

91.76 

8.98 

13020.00 

June 18 

10 

261.70 

7 

125.00] 

206.70 

(91.76) 

91.76 

(8.98) 

8.98 

12933.00 

July 2 

28 

1226.00 

18 

[68.02] 

961.00 

(91.76) 

91.89 

(8.98) 

8.83 

13367.00 




[100.00] 

(91.94) 

(8.77) 



- not avuloble. 

Figures in the brockets represent weighted nvenge price and the respective yield. 
Figures in square brackets relate to devolvement on primary dealers, escinsive of RBI. 


Table 4: Auctions of 91 -Day Tbeasuby Bnss 


{Atmmta in rv^es ertue) 


Date of 

Notified 

Bids Tendered 

Bids Accepted 

Subsenption Cut-off 

Cut-off 

Amount Ontstandimg (Rupees) 

Auction 






Devolved 

Price 















(Rupees) 

No 

Face Value 

No 

Face Value 

on RBI 

(Rupees) 

Rate 

Total 

With RBI 

Ottside 




(Amount) 


(Amount) 

(Amount) 


(Per Cent) 



RBI 

(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

(7)* 

(8) 

(9) 

(10) 

(11) 

(12) 

1996 












June 7 

500.00 

28 

526.00 

17 

329.32 

0.00 

96.99 

12.41 

6500 

466 

60.14 



(3) 

(175.00) 

(3) 

(170.68) 







June 14 

500.00 

31 

720.40 

21 

458.87 

0.00 

96.99 

12.41 

6500 

106 

6394 



(1) 

(50.00) 

(1) 

(41.13) 







June 21 

500.00 

37 

606.98 

27 

247.11 

0.00 

96.99 

12.41 

6500 

106 

6394 



(4) 

(.550.00) 

(4) 

(252.89) 







June 28 

500.00 

37 

760.84 

30 

439.22 

0.00 

96.99 

12.41 

6500 

106 

6394 



(2) 

(275.00) 

(2) 

(60.78) 







1997 












June 6 

500.00 

7 

121.00 

4 

41.00 

0.00 

98.34 

6.75 

3050 

600 

2450 



(3) 

(350.00) 

(3) 

(350.00) 

(109.00) 

[98.34] 

16.75] 




June 13 

500.00 

3 

27.00 

3 

21.92 

0.00 

98.28 

7.00 

3050 

168 

2882 



(3) 

(600.00) 

(3) 

(478.08) 


[98.29] 

[6.961 




June 20 

500.00 

V 

1.50.21 

7 

108.87 

0.00 

98.28 

700 

3450 

- 

. 



(3) 

(450.00) 

(3) 

(391.13) 


[98.34] 

[6.75] 




June 27 

300.00 

9 

301.40 

7 

174.30 

0.00 

98.28 

7.00 

3650 


- 



(2) 

(200.00) 

(2) 

(125.71) 


[98.28] 

17.00] 





- not available. 

Figures in parentheses in cols 3 to 6 represent numbers and amounts of non-competitive bids which are not included in the total. 
Figures in the square brackets under cols 8 and 9 represent weighted average price and respective yield. 

* Bracketed figutes in Col. 7 relate to devolvement on primary dealers, exclusive of RBI. 
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range of 7.0-1 S.O per cent were significantly 
lower than those witnessed around the same 
period last year. High dependence on CDs 
as a source of funds by some banks at a time 
when the liquidity was slushing around in 
the market showed that this abundance was 
limited to a few players. This observation 
is also reinforced by the results of repo 
auctions of June. 

Bonds Market 

Buoyancy continued in the bonds market 
throughout the month with financial 
institutions dominating as usual. The month 
saw private sector manufacturing units as 
well as NBFCs enter the market, while PSUs 
surprisingly shied away. PSUs were reported 
to be diverting their internal resources to 
payment of corporate taxes and repayment 
of interest and principals on loans contracted 
earlier. A new category of issuers in the form 
of state government undertakings were 
planning to enter the market during June. 
Among them were Vidarbha Irrigation 
Development Corporation with its IS.7S 
per cent Rs 200 crore bond issue, while 
KBJNL already mopped up Rs 370 crore 
through private placement. According to 
one estimate, a total of Rs 4,000 crore was 
raised by corporates and state-run 
undertakings through private placements 
during the first quarter ofthccunent financial 
year. 

Again, issues by the major FIs dominated 
the market. IPCI'sstep-up-liquid bonds issue 
was oversubscribed with collections of over 
Rs 330 crore; it offered 12 per cent, I2.S 
per cent and 13 per cent for one, two and 
three years, respectively. IDBI’s Rs 1,000 
crore issue was facing some difTicultics in 
the market although expectations were it 
would sail through. IPCL came with Rs 330 
crore through a book building route and 
received offers for 14-14.3 percent coupon. 
IRFC’s 10.3 per cent tax-frM issue with date 
extended to May 31 ultimately closed with 
collection worth Rs 330crore. Another IRPC 
issue with a coupon rate of 14.23 per cent 
seven-year bond which aimed at collecting 
Rs 250crore mopped up Rs900crore without 
much difficulty. Major subscribers to this 
issue were banks, rmancial institutions and 
PFs. 

Among the private sector companies, 

L and T, Indo Gulf, ACC, Mahindra & 
Mahindra, Grasim. Hotel Leela Venture, 
Gujarat Alkalies and Chemicals and Krishna 
Bhagya Jala Nigam were prominent. NBFCs 
looked at sources other than fixed deposits 
after the CRB fiasco realising theirprecarious 
position in depending excessively on one 
source of finance. As they faced greater 
withdrawals and non-renewals of their FDs, 
they began to look at ECBs, securitisation 
of receivables and debenture issues. This 
development should help diversify the 


resource base of NBFCs reducing their 
vulnerability in sourcing their funds. 

IV 

Secondary Markets 

Gilt-Edged Paper 

Easy liquidity in the money markM has 
been driving the securities market in the 
current financial year. With increasing 
investor interest, the yields on the gilt-edged 
paper in the secondary markets have seen 
continued declining trend. This was 
aggravated when insurance companies 
mopped up a large amount of securities 
through auctions rtxhicing the floating stock. 
Papers of medium- and long-term maturity 
were in great demand, especially, paper 
maturing in 2000-2001 were traded the most, 
the yield range though fell from 11.66-12.39 
per cent in the beginning of the month to 
11.33-11.93 per cent towards the end of the 
month. Three and five-year slocks were also 
in good demand (Appendix Table). As a 
result, the yield curve exhibited relative 


fltfness (Graph C^. Total trades worth 
Rs 9,706 crore during June were higher than 
those in May (Rs 7,818 crore). 

Among the treasury bills, the new 14-day 
TBs found immediate interest from the 
market. In the very next week after the first 
14-day bills were issued, the market started 
trading in this paper. The volumes too were 
decern with Rs IS crore, the volumes rose 
shaqily to Rs 131 crore in the week ending 
June 20. The week ending June 27 however 
saw the volumes drop to a zero. The yields 
on this paper at 4.88 per cent in the first two 
weeks were marginally lower than the primary 
market. There was a wide fluctuation noticed 
in the yield range - from 2.09 per cent to 
3.38 per cent in the week ending June 20. 
In fact, at 3.38 per cent, the yield was even 
higher than the primaiy market yield of 4.96 
per cent. This may be on account of higher 
call rales during that particular week. 

Trade volumes in 91 -day TBs were stable 
around an average of Rs 70-80 crore. The 
yields on this paper, too. showed a wide gap 
from 1.99 per cent to 6.98 per cent in the 


Tabi£ 6: AurnoNS of Refos by RBI 

(Amount in rupees crore) 


Date of Number 

Auelion of 

Days 
Repo 

(1) (2) 

Bids Tendered 

Bids Accepted 

Cut-off 

Repo 

Rate 

(Per Cent) 
(7) 

Weighted 
Average of 
Repo Rale 
(Per Cent) 
(8) 

Z 

o 

Face Value 
(Amount) 

(4) 

No 

(5) 

Pace Value 
(Amount) 
(6) 

1997 







Jun2 3 

19 

5623.00 

2 

31 X 10.00 

4.22 

4.21 

JunS A 

29 

3710.00 

29 

3710.00 

4.15 

3.48 

Jun9 3 

17 

3020.00 

11 

4800.00 

4.15 

4.07 

Jun 12 4 

3 

900.00 

3 

900.00 

4.15 

4.II 

Jun 16 3 

5 

1100.00 

5 

1100.00 

4.15 

4.08 

Jun 19 4 

14 

4675.00 

II 

4550.00 

4.05 

4.00 

Jun 23 4 

13 

5250.00 

12 

5150 00 

4.05 

4.01 

Jun 27 4 

4 

3400.00 

1 

250.00 

4.00 

4.00 

Total 

104 

29680.00 

74 

23460.00 

4.I2« 

3.99* 

iS weighted by cols 6 and 4 respectively. 






Table 7: Rfjo Transactions in Government Paper 




(Other than with the RBI) - 

June1997 



Repo Period 


Amount Involved 


Range of 

Weighted 

in Number 


(Rupees Crore) 


Interest 

Average 

of Days 




(Per Cent 

Interest Rale 





Per Annum) 

(Per Cent Per Annum) 

A Dated Securities 







3 


371.75 


I.50-6..50 


3.58 

4 


35.00 


1.0.5-2.25 


2.04 

7 


10.00 


5. 10 


S.IO 

8 


15.00 


7.25 


7.25 

9 


100.00 


8.50-9.75 


8.94 

11 


45.00 


6.50-8.50 


7.61 

12 


50.00 


4.00-6.25 


5.35 

14 


1.54.00 


5.00-5.50 


5.24 

IS 


10.00 


S.60 


5.60 

84 


25.00 


9.65 


9.65 

All Issues 


815.75 


1.00-8.50 


S.ll 

B 364-Uay TBs 







(All Issues) 


70.00 


2.00-6.00 


3.67 

C 91-Day TBs 







(All iMues) 


- 


- 


- 
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AmNMX Tmu: Sbcommiv Maiket OsMnaNS w Oanurnmn P/woi; RBl'c SOL Data 

(Amount in rupee* crort) 


Week Endlni June 1997: Yield to Maturity on Actual Ttadinf Total for the Month 

2T" M 13 6 of June 1997 


letcriptioni 

Amt 

YTM 

CY 

Amt 

YTM 

CY 

Amt 

YTM 

CY 

Amt 

YTM 

CY 

Amt 

YTM 

CY 

Treasury Bills 

A 14-Oay Bills 

B 91-Day Bills 85.2S 

C 364-Day BilU 224.64 

GOI Doled Securities 

A Converted (Per Cent; Year) 
i) 1998 19S.(X> 

5.93 

8.05 

9.25 

13.07 

151.00 

64.69 

171.41 

100.00 

3.30 

6.83 

7.05 

9.38 

f3.08 

15.00 

68.47 

738.55 

56.28 

4.89 

6.20 

8.75 

9.57 

13.09 

.54.40 

829.50 

89.39 

5.97 

8.80 

9.80 

13.11 

166.00 

272.84 

1964.10 

440.67 

3.44 

6.22 

8.54 

9.43 

13.08 

ii) 12.00, 1999 

50.00 

10.44 

11.71 

10.00 

10.77 

11.77 

35.00 

10.91 

11.80 

20.00 

11.19 

11.85 

115.00 

10.74 

11 77 

iii) 13.25,2000 

10.00 

11.57 

12.75 

. 



- 

- 


10.00 

12.08 

12.90 

20.00 

11.83 

12.82 

iv) 11.7.5,2001 

162.84 

11.80 

11.75 

80.00 

12.06 

11.87 

35.00 

12.16 

11.91 

6145 

12.22 

11.94 

339.29 

11.97 

11.83 

V) 12.50,2004 

238.00 

12.45 

12.46 

152.75 

12.46 

1248 

24.50 

12.57 

12.54 

34.39 

12.68 

12.60 

449.64 

12.47 

12.48 

ub-tolal 

655.84 

11.17 

12.41 

.342.75 

11.42 

12.49 

1.50.78 

10.97 

12.4.3 

215.23 

11.19 

12.57 1364.60 

11.21 

12.46 

B Regular (Per Cent: 
i) 6.2.5, 1997 

Year) 









0.07 

6.24 

6.25 

0.07 

6.24 

625 

ii) 13.25, 1997 

20.00 

6.46 

13.20 

25.00 

7.40 

13.19 


- 

- 

5.00 

7.88 

13.18 

.so 00 

707 

13.19 

iii) 13..50, 1997 

155.00 

7.95 

13.37 

46.70 

7.60 

13.35 

141.45 

8.06 

13.35 

301.43 

8.35 

13.34 

644.58 

8.14 

13.35 

iv) 6.00, 1998 

- 

- 

- 

0.03 

5.99 

6.00 

0.03 

5.99 

6.00 

0.05 

5.99 

6.00 

0.10 

5.99 

6.00 

V) 12.30, 1998 

- 

- 


. 


. 

35.00 

10.62 

12.03 

- 

- 

- 

35.00 

10.62 

12.03 

vi) 13.50, 1998 

- 

- 

- 

8.50 

9.41 

13.08 

17.50 

9.58 

13.10 

45.00 

9.75 

13.11 

7).00 

9.67 

13.10 

vii) 13.62, 1998 

25.00 

9.35 

13.10 

47.50 

9.58 

13.08 

20.00 

9.75 

13.09 

45.00 

9.99 

13.12 

137.50 

9.69 

13.10 

viii) 13.65. 1998 

. 

- 

. 

- 

- 

. 

10.00 

9.99 

13.13 

35.00 

10.55 

13.14 

45 00 

10.43 

13.14 

ix) 5.50, 1999 

- 

- 

- 


- 

- 

0.01 

5.10 

5.50 

- 

- 

- 

0.01 

5.10 

5.50 

X) 13.12. 1999 

25.00 

10.85 

12.58 

17.00 

11.03 

12.62 

27.00 

11.23 

12.66 

- 

- 

- 

69.00 

11.04 

12.62 

xi) 13.40, 1999 

90.00 

11.01 

12.76 


- 

. 

45.00 

11 39 

12.85 

70.00 

11.45 

12.90 

205.00 

11.24 

12.83 

xii) 13.65, 1999 

65.00 

10.29 

13.02 

.30 00 

10 46 

13.04 

70.00 

10.81 

13.10 

40.00 

10.66 

13.14 

205.00 

10.57 

13.08 

xiii) 13.70, 1999 

30.00 

10.47 

12.99 

20.00 

10.86 

13.06 

95.00 

11.18 

13.12 

- 

- 

- 

145.00 

10.99 

13.09 

xiv) 5.50, 2000 , 

- 

- 

- 

. 

- 

- 

0.06 

5.50 

5..50 

0.07 

5.50 

5..50 

0.13 

550 

5.50 

XV) 6.50,2000 

- 

. 

. 

0.02 

6.50 

6.50 

0.00 

6.50 

6.50 

- 


- 

0.02 

6 50 

6.50 

xvi) 10.7.5,2000 

. 

- 

. 

. 

- 

- 

4.08 

11.83 

11.04 


- 

- 

4.08 

11.83 

11.04 

xvii) 11.64.2000 

5.00 

11.31 

11.32 

15.00 

11.75 

11.68 

80.00 

11.78 

11.69 

161.31 

12.03 

11.76 

261.31 

11.92 

11.72 

xviii)l2 14. 2000 

692.00 

11.43 

11.96 

511.90 

11.78 

12.04 

690.00 

11.89 

12.07 1073.40 

12.05 

12.11 2967.30 

11.82 

12.05 

xix) 13.85.2000 

25.00 

11.65 

13.03 

10.00 

12.00 

13.17 

10.00 

12.03 

13.18 

50.00 

12 19 

13.23 

95.00 

12.01 

13 17 

XX) 5.75,2001 

- 

. 

- 


- 


. 

. 

- 

0.03 

5.75 

5.75 

f).03 

5.75 

5.75 

XXI) 5..50, 2001 

- 

. 


10.00 

12.00 

7 85 

- 

- 

. 

- 

- 

- 

10.00 

1200 

7.85 

xxii) 13..55.200i 

10.00 

11.77 

12.79 


- 

. 

. 

- 

- 

25.00 

12.48 

13.08 

35.00 

12.28 

13.00 

xxiii) 13.7.5, 2001 

- 

- 


15.00 

12.08 

1.3.09 

. 


. 

30.00 

12.31 

1.3.17 

45.00 

12.23 

13.14 

XXIV) 13.85. 2(8)1 

60.00 

11.83 

13.13 

20.00 

12.00 

13.14 

56.00 

12.12 

13.18 

12000 

12.24 

13 23 

256.00 

12.10 

13.19 

XXV) 5.75, 2(X)2 

- 

- 


0 05 

5.75 

5.75 

0.01 

5.75 

5 75 

0.03 

5 75 

5 75 

0.09 

5.75 

5 75 

xxvi) 6.50. 2002 

- 

- 


0.02 

6.50 

6 50 

0.01 

6.50 

6.50 

0.03 

6.50 

6.50 

0.06 

6.50 

6.50 

xxvii) 11.00, 2002 

- 



- 

- 

- 

40.00 

12.21 

II.SI 

45 00 

12.31 

11.55 

85.00 

12 27 

11.53 

xxviii) 11 .55, 2002(1) 

- 

- 

. 

8 00 

12.27 

11.88 

8.00 

12.49 

11.99 

. 

- 

- 

16.00 

1238 

11.94 

xxix) 12.69, 2002 

40.00 

12 38 

12.56 

1.59.50 

12.2.3 

12.49 

205.00 

12.40 

12.56 

338,00 

12 52 

12.61 

742.50 

12.42 

12.57 

XXX) 13.80, 2002 

65.00 

12.18 

13.05 

65 00 

I2..3I 

1.3.10 

10.00 

12.40 

13.1.3 

4500 

12.48 

13.(7 

185.00 

12.31 

13.10 

xxxi) 13.82. 2002 

15.00 

12.72 

13.28 

27 00 

12..3.5 

1.3.09 

60.00 

12.44 

13.14 

75 80 

1251 

13.17 

177.80 

12.48 

13.16 

xxxii) 5.75. 2003 

- 

- 

- 

0.08 

5.75 

5 75 


- 

- 

009 

.5.75 

5^5 

0.16 

5.75 

5 75 

xxxiii) 6..50. 2003 

- 

. 


0.07 

6..50 

6.50 

002 

6.50 

6..50 

0.04 

6.50 

6.50 

0.13 

650 

6.50 

xxxiv) 6.50, 2004 

0.03 

6..50 

6.50 

- 

- 

- 

0.00 

6.50 

6.50 

0.01 

6 50 

6 50 

004 

6.50 

6.50 

XXXV) 9..50. 2004 



- 

5.00 

12 40 

10.95 

- 


. 

. 


- 

5.00 

12.40 

10.95 

XXX vi) 12.59, 2004 

629.00 

12 49 

12..53 

287.18 

12.42 

12.49 

- 

. 

* 

- 

- 


916.18 

12.47 

12.52 

xxxvii) 6..50, 2005 

- 

- 

. 

0.06 

4.50 

6..50 

0.19 

6..50 

6..50 

0.04 

6.50 

6.50 

0.29 

6 12 

6.50 

xxxviii) 10.50, 2005 

10.00 

12.42 

11.60 

15.00 

12.35 

11.56 

5.00 

12 89 

11.89 

. 

- 

- 

.30.00 

12.46 

11.63 

xxxix) 14.00, 2005 

0.20 

I2..39 

12.96 

2..38 

13.85 

13.90 

02.3 

12.54 

13.05 

- 

- 

- 

2.81 

13.64 

13.77 

xxxx)6.7.5, 2006 

. 

- 

. 

0.06 

6.75 

6.75 

O.OI 

6.75 

6 75 

0.00 

6.75 

6 75 

0.07 

6.75 

6.75 

xxxxi) 1 l.M. 2006 

- 

- 

- 

5.67 

12.69 

12 27 

- 

- 

- 

- 

. 

- 

5.67 

12.69 

12,27 

xxxxii) 13.85, 2(X)6 

- 

- 


- 

- 

. 

0.04 

13.45 

13.58 


- 

- 

0.04 

13 45 

13.58 

xxxxiii) 13.85, 2006(lnst) I..50 

12.58 

12.97 

. 

. 


.3 00 

12.86 

13.17 

- 

- 

- 

4..50 

12.76 

1.3.10 

xxxxiv) 14.00, 2006 

10 00 

12.-56 

13.03 

2.70 

12.65 

1.3.08 

0.04 

12.74 

13.15 

22.21 

12.82 

1.3.20 

.34.95 

1273 

13.14 

xxxxv) 6.75, 2007 




0.04 

6.75 

6.75 

0.00 

12.80 

6.66 

0.00 

6.75 

6.75 

0.04 

6.98 

6.75 

xxxxvi) 13.05. 2007 

1.36.20 

12.59 

12.73 

I02..54 

12.7.3 

12.8.3 

88.20 

12.79 

12.87 

112.00 

12.85 

12.91 

438.94 

12.73 

12.83 

xxxxvii) 13.65, 2007 

5.00 

12.66 

13..37 

- 

- 


- 

- 


0.08 

12.73 

1.3.00 

5.08 

12.66 

13.36 

xxxxviii) 7.00, 2009 



- 

0.03 

7.00 

7.00 

- 

- 



- 


0.0.3 

7.00 

7.00 

xxxxix) 7..50, 2010 



- 

0.02 

7..50 

7 50 





- 

• 

0.02 

7.50 

750 

xxxxx) 11.50, 2010 

0.14 

13..54 

13.11 

0.14 

13.56 

1.3.1.3 

- 

- 



- 

. 

0.27 

13.55 

13 12 

xxxxxi) 8.00, 2011 



- 

0.04 

8.00 

8.00 

- 

- 


- 

- 

- 

0.04 

8.00 

8.00 

xxxxxii) 11.50, 2011 



- 

0.14 

13.56 

13.13 

.56.50 

12.95 

12.69 

. 

- 


56.64 

12.95 

1269 

xxxxxiii) 12.00. 2011 



- 


- 

- 

- 

- 

- 

.30.27 

12.92 

12.76 

30.27 

1292 

12.76 

xxxxxiv) 10.25, 2012 




- 

- 


0.01 

10.25 

10.25 

- 

- 


0.01 

10.25 

10.25 

xxxxxv) 9.00. 2013 



- 

- 

- 


0.01 

9.00 

9.00 

0.00 

9.00 

9.00 

0.01 

900 

9.00 

xxxxxvi) 10.00, 2014 



- 

- 

. 

- 

0.05 

10.00 

10.00 

. 

. 

. 

0 05 

10.00 

10.00 

Sub-total 

2114.06 

11.50 

12.51 1457.35 

11 74 

12.44 

777.45 

11.57 

12.49 2669.94 

11.64 

12_56 8018.80 

11.61 

I2JI 


fCUNMfJ 


onomic and Political Weekly July 12. 1997 


1663 





ArrENiMX Tabic: Sbconoary Makkbt OnitATiora m Cioveiinment PAm. KBPi SQL Data 

(Amount in nipttt cron) 


Descriptions 



Week Ending June 1997: Yield to Maturity on Actual TiadinB 



Total for the Month 
of June 1997 


27 


2(r 






-5“ 


Amt 

YTM 

CY Amt 

YTM 

CY 

Amt 

YTM 

CY 

Atm 

YTM 

CY 

Amt 

YTM 

CY 

C Zero coupon 















(Per Cent: Year) 

145.00 

II..39 

9.69 90.64 

11.57 

9.92 

35.00 

II.SO 

9.47 

51.87 

11.88 

10.02 

322.51 

11.53 

9.79 

(A+B+O* 

2914.90 

11.42 

12.351890.74 

11.67 

12..33 

1963.23 

11.53 

12.43 

2937.04 

11.62 

12.51 

9705.91 

11.55 

12.41 

D RBI's (>pen Market 















Operations (Per Cent) 

- 

- 

- 

- 

- 

45.90 

12.99 

13.11 

12.52 

12.45 

12.98 

58.42 

12.88 

13.08 

(A+B+C+D) 

2914.90 

11.42 

12.351890.74 

11.67 

12.33 

2009.13 

11.56 

12.45 

2949.57 

11.62 

I2..52 

9764.33 

11.56 

12.41 

3 REPO 















(i)9l-DayT Bills 

• 


- 



- 



. 



0.00 



(ii) 364-Day T Bills 

- 


30.00 



15.00 



25.00 



70.00 



(iii) Govt Securities 

225.00 


185.00 



202.00 



203.75 



815.75 



Sub-total 

225.00 


215.00 



217.00 



228.75 



885.75 



4 State Govt Securities 

33.24 

12.75 

12.83 72.57 

12.85 

12.94 

22.61 

12.92 

12.95 

75.51 

13.00 

13.13 

203.92 

12.90 

12.99 

Grand total 

3483.05 


2565.41 



3070.75 



4137.72 


13256.94 




(-) meant no trading. YTM = Yield to maturity in percentage per annum. CY = Cuirent yield in per cent per oimum. * Yield rales of these sub¬ 
groups of t-billt and dated securities have been used for the graphs. 

Nalei: i) Yields ace weighted yields, weighted by the amounts of each transaction. 

2) Current yield has not been worked out for treosuiy bills. 


first week ending June 6. In the subsequent 
weeks, however, the yields stabilised in the 
range of 5-7 per cent. Trading volumes in 
364-day TBs showed a declining trend with 
Rs 830 crore trades in the first week of June 
dropping to i low Rs 171 crore in the week 
ending June 20. The volumes picked up 
marginally to Rs 223 crore in the last week 
of June. The yields on this paper too showed 
a wide gap from the lowest 4.49 per cent to 
the high of 9.39 per cent. The lower 
range though moved up in the second week 
to S.48 per cent. The range again became 
erratic in the subsequent weeks widening the 


gap to a low of 2.00 per cent to 8.98 per 
cent. 

Repo Auctions and OMOs 

The RBI's open market operations 
remained quite sluggish during June mainly 
on account of its non-aggressive stand. More 
often than not it offered low coupon securities. 
As a result it could mop up an approximate 
sum ofonly Rs 56 ctore. It, however, mopped 
up substantial amounts for short durations 
through its repo auctions. Gross amounts so 
accepted aggregated Rs 23,460 crore in June 
at an average repo rate of 4.12 per cent 


against Rs 9,200 crore at an average of 4.81 
per cent in May. All repos were for 3-4 days 
done on a back-to-back basis. Response to 
individual repo auctions showed interesting 
trends with the RBI receiving and accepting 
fewer bids for larger amounts. The very first 
auction, for instance, received 19 bids for 
Rs 5,625 crore. The RBI, Itowevcr, accepted 
only two bids for an amount of Rs 3.000 
crore. I n other words, the auctions succeeded 
in the R Bl's motive of mopping up temporary 
liquidity from specific players. In keeping 
with the overall decline in interest rates, 
specifically call rates, the RBI lowered the 
repo rate from 4.22 per cent in the first 
auction to 4.15 per cent and later to 4.05 per 
cent to settle finally at 4.00 per cent in the 
last auction of the month. Interestingly, 
though this last auction received four bids 
worth Rs 3,400 crore, the RBI accepted only 
one bid for Rs 250 crore and lowered the 
repo rate. The weighted average repo rate 
too was 3.99 per cent tTubie 6), which 
compared with the weighted average rate of 
5.11 per cent for repo transactions in 
government paper other than with the RBI 
(Table 7). 

Other Instruments 

Secondary uansactions indebt instruments 
other thangilt-edged were generally subdued 
during June (Tabic 8) as a result of the 
inducement, in a situation of declining yield 
rates in primacy issues, to hold on to the 
higher yielding instruments. PSG bonds 
worth Rs 117 crore were traded in June as 
against Rs 222 ctore in May and debentures 
worth Rs 131 crore against Rs 234crore. On 
the other, the CP and CD markets were more 
active due to the prevalence of short-term 
liquidity. 

[V P Prasanth and RoTu] LAmari have undertaken 
the tuppordng review and statistical contpiladOH 
for this paper.] 


Table 8: Okbations of National Stock Exciianue (NSE) durinc March 1997 - Aciual 

Traded Amount 

(Rupees crore) 


Descriptors 


Week Ending June 

Total during 


27 

20 

13 

6 

June 

May 

April 

1 Treasury Bills 

90.29 

139.06 

340.90 

486.00 

1056.25 

1053.72 

2189.20 

i) 14-day Bills 

- 

- 

10.00 

- 

10.00 

- 

- 

ii> 91-day Bills 

25.29 

49.70 

11.90 

5.00 

91.89 

10.45 

236.80 

iii) 364-day Bills ' 

65.00 

89.36 

319.00 

481.00 

954.36 

1043.27 

1952.40 

iv) Repo 

- 

- 

■ - 

- 

- 

- 

- 

2 Dated Securities 

1925.35 

1490.85 1189.90 

2325.17 

6931.27 

4154.05 

7194.78 

A (X)! Securities 

1890.30 

1425.66 1167.90 

2253.67 

6737.53 

3940.63 

7193.09 

i) Converted 

520.00 

308.00 

125.00 

195.00 

1148.00 

328.00 

1742.41 

ii) Regular 

1253.30 

1036.60 1027.90 

1986.80 

5304.60 

3380.01 

5081.71 

iii) Zero Coupon 

117.00 

81.00 

15.00 

71.87 

284.87 

79.62 

338.97 

iv) Hoating Rare Bonds 

- 


- 

- 

0.00 

0.00 

5.00 

v)GCB 

- 

0.06 

- 

- 

0.06 

0.00 

0.00 

vi) Repo 

- 


- 

- 

0.00 

153.00 

25.00 

B Stale Govts Stocks 

35.05 

65.19 

22.00 

71.50 

193.74 

213.42 

1.69 

aPSUBonds 

16.62 

8.30 

31.70 

60.32 

116.94 

222.22 

321.11 

i)Tax free 

9.12 

7.00 

13.70 

38.70 

68.52 

82.72 

110.25 

ii) Taxable 

7.50 

1.30 

18.00 

21.62 

48.42 

139.50 

2(0.86 

4 Commercial Papers 

25.00 

19.00 

25.00 

40.00 

109.00 

45.00 

72.00 

5 Certificates of Deposit 

84.70 

20.00 

30.00 

42.00 

176.70 

43.50 

250.05 

6 Debeamres 

39.00 

25.00 

57.00 

9.50 

I30.SQ 

234.18 

117.96 

7 Floating Rate Bonds 

9.10 

- 

- 

- 

9.10 

0.00 

45.00 

8 ID+lB+BB-fPD+CNs-US 

52.70 

23.71 

108.62 

23 38 

208.41 

124.08 

216.38 

Grand toiaR volume) 

2242.76 

1725.92 1783.12 

2986.37 

8738.17 

5876.75 10406.48 


-Notrading. IDNon-SLR Institutional Bonds. IB SLR Institutional Bonds. GCB Qovenuneni 
Compensation Bonds. BB Bank Bonds. PU PromiisoryNote. USUnilsofUTI. CN Company 
Notes. 
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OF LIFE, LETTERS AND POLITICS 


One Country, Two Prosperities 

GPD 


Will ‘one country, two systems’ work? Why will it not? For the truth 
of the matter is that they are two systems only in name. Both are 
capitalist systems and it is a case in effect of ‘one country, two 
prosperities’. 


A ONE hundred and flfty-six year old story 
in the life of an island is over and will 
hopefully be forgotten - provided of course 
the BBC, Star Plus and all other dealers in 
ideas and thought let us do that. The tireless 
western championship of (Asian) human 
rights may also keeps us on our toes about 
what the ‘Chinese’ are doing to the Hong 
Kong people who are also Chinese, a fact 
which the Prince of Wales seems to have 
forgotten when he addressed the guests in 
the convention hall at the historic midnight 
celebrations. Jiang Zemin heard the prince's 
speech with typic^ and sublime indifference. 
He might have decided to forgive the prince 
his misunderstanding about the racial 
character of the Hong Kong people. 

Xiang Gang (which is the mandarin, and 
thereforethcofficial, pronunciation ofHong 
Kong) means Harbour of Fragrance. A small 
good-for-nothing island was permanently 
ceded to the British following the Opium 
War of 1840. The first ‘unequ^’ treaty was 
signed and the island was gone. It was 
followed by another war and another 
treaty in 1860 which gave away Jiu Long 
(Nine Dragons or Kowloon in colonial 
pronunciation). The third ‘unequal’ treaty 
was signed in 1898 which gave the ‘New 
Territories’ on a 99-year lease to the British. 
There is a street called Boundary Street in 
Kowloon. Territories beyond that street were 
a subjwt of the 1898 agreement. Technically 
speaking, therefore, the return of the island 
of Hong Kong and a few square kilometres 
of Kowloon on the mainland has nothing to 
do with the 1898 agreement. The British 
have been forced to give Hong Kong and 
Kowloon back to the Chinese, '^is fact was 
carefully ignored by everyone concerned. 
Hundreds and thousands of words written 
on the subject have avoided talking about 
this. Legally the British did not have to 
consider or reconsider the status either of 
Hong Kong or of Kowloon. What was due 
for consideration was the status of the ’New 
Territories’. The Chinese forced an extension 
of reconsideration to Hong Kong and 
Kowloon and succeeded. The British had to 
accept it. This is the primary significance of 
the midnight of June 30-July I. This is how 
it has been seen in Beijing. Chris Patten, the 
governor of Hong Kong (on June 30), and 
the Prince of Wales did not naturally see it 
in these terms. For once an unequal treaty 
was imposed on the British in 1984, Patten 
must have privately thou^t. So it is better 
to project the 1984 Sino-British agreement 
as a statement of obligations of the Chinese. 


Jiang Zemin’s speech in Hong Kong 
dismissedtheideaof‘obligations’ and instead 
talked of the current Chinese doctrine of 
‘one country and two systems’. For Jiang 
Zemin the British rule in that part of the 
world was over. If the British have a certain 
nostalgia for the Raj they arc welcome to 
it. The eastern world will have nothing to 
do with it; cast of ‘British’ India that is. 

The Chinese political discourse has been 
fairly consistent on some matters. ‘Unequal 
Treaties’ is one of them. All treaties which 
the Chinese emperor signed (or was forced 
to sign, as the Chinese would believe) were 
‘unequal’. I know only of one example of 
a treaty not involving China being described 
by the Chinese as ‘unequal’. When the Suez 
Canal was nationalised the Chi nese supported 
Nasser on the ground that the treaty relating 
to Suez was unequal. That was more than 
four decades ago. Lately even the Chinese 
have been less and less inclined to use terms 
like imperialism and unequal treaties. The 
celebrations in Xiang Gang gave a certain 
centrality to the unequal treaties and the 
humiliation they impo^ upon China. We 
live in a country which boasts of a finance 
minister who publicly invited the British to 
come back to India. Ourdiaspora represented 
by Rushdie can and docs dismiss at least a 
score of literary traditions without reading 
even five books from any one of them. This 
kind of ‘comprador’ attitudes were not 
displayed even by the Syngman Rhees or 
Chiang Kai-sheks of the world. No wonder 
then that what is primary in Chinese eyes 
is perhaps not so primary in the Indian eyes. 
British rule in a small lip of the Chinese 
mainland is over and done with. That is the 
significance of July I. no different from the 
significance of the 4th of the same month. 

The British tried their best to play down 
precisely that significance by the democracy 
drive, lliey ruled those territories for more 
than a century and a half, but seem to have 
suddenly remembered the importance of 
democracy in the last five years. The 
hypocrisy of it all is amazing to say the leasL 
’Die Chinese promptly and rightly dismis.scd 
these dramatic shifis to democracy. There 
would be elections in Xiang Gang under a 
law not created by the colonialists. The ‘we 
give you democracy’ approach which has 
domi nated the western view and has prevai led 
in most of Asia had to be dismissed. The 
Chinese have done precisely Ihtf. There will 
be standard criticisms and qpprehensioas. 
So be it, Jiang Zemm seems to argue. The 
analogy ofTianatimcnissimply not relevant. 


End of colonial rule and denial of the right 
to define democracy to the colonial masten 
were the Chinese objectives and they wera 
achieved on July I, 1997. 

This is not to say that there are no nationalist 
myths. One such myth is ‘one country, two 
systems’. A question quite often rais^ is 
whether or not ‘one country, two systems' 
will work. It will because it is ‘two systems’ 
only in name. Both systems are capitalist 
systems. Why would they not work? There 
is no reason to bdieve that Jiaig’s at ti tudes 
to capitalism artd market and, of course, 
technology are any different from those of 
anybody in Hong Kong. The truth of the 
matter is that if. in fact, they are two systems 
it would be difficult to think of a belter 
example of complementary systems. If 
anything, it is the case of oite country and 
two eminently complementary systems. 
There is no reason why such a coexistence 
should be a happy, not to say peaceful, one. 

To be sure, there is a difference of 
prosperity. But China is already used to 
phenomena) differences of prosperity. 
Guangzhon (Canton) is miles ah^ of Xian. 
Fujian province lea ves Yunnan province way 
behind. So will it be the case that the Xiang 
Gang region will be miles ahead of other 
provinces and cities. If it poses a problem 
at all it would be ageneral (Hublem of China. 
What to do with regional disparity of the 
order that exists in China is certainly a 
problem. Autonomous Xiang Gang adds to 
it. So it is the case that ‘one country, two 
systems’ will in effect be ‘one counliy, two 
prosperities’. Tung Chee-hwa. the new bou 
in Xiang Gang, is determined to prove that 
it will a^ does work. What will happen in 
the process is that Xiang Gang will be just 
one of the 10-odd cities of China. 

China is interested in projecting its 
willingness to accommodate ‘two 
prosperities’. This is. in fact, its only chance 
of ensuring Taiwan’s ‘return’ tothemaiiilaiid. 
It is likely that guaranteed le velsof prosperity 
might bring about the unificatioii of China 
and Taiwan. In any case nothing else will. 
The Chinese would be mote than keen to 
ensure that the Xiang Gang model works. 
Even otherwise Taiwan may not unite with 
‘the motherland’. But if the Xiai^ Gang 
model docs not work, it never win. (One 
rules out military intervention altogether.) 

XiangGangwilltemainaprosperoasspedt 
in east Asia. Over a period of time it will 
be remembered like Guang Zhou (Canton) 
or Shang Hai are remendietcd. Standand 
charts will show that Xiang Gang is rwmber 
one. It will also be seen th« over die yean 
Guang Zhou is a dose second. It will thus 
be an open competition. ‘Invest, export make 
money’ will be and has been the message. 
Then the names of the cities would not 
matter. It is only a questkm of ‘one country 
and several prosperities‘. If this happens 
then this country of several ptospenliet VNMild 
have left Britain behind. Thar would betlilik 
an end of cdonialism. especially in the 
context of the Chidambarains of die world 
still praying for the return of cotonialism. 
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COMMENTARY 


Lessons from Bihar Fodder Scam 

KPJoMph 


It will be wrong to believe that if the politicians, government officials 
and suppliers responsible for the Bihar fodder scam are punished and 
the money lost recovered, everything will be all right. The fodder 
seem is but a small symptom of a deep and chronic malady afflicting 
the Bihar government and quite a few other state governments as 
well. Basic financial control has collapsed, audit and accounts are in 
wild disorder and the constitutional arrangements for legislative 
control over government finances have completely broken down. 


ACCX!)RDING to press reports, the Bihar 
fodder scam involves about Rs 9S0 crore 
which, if correct, would make it IS times 
the size of the Bofors pay-off. But pub¬ 
lished government accounts give the total 
expenditure of the animal husbandry 
department during the years 1991-92 to 
1995-96, when most of the fraud took place, 
as Rs 957 crore. It seems rather unlikely that 
almost the entire money spent by the 
department was stolen. A more accurate 
amount of the loss has to be worked out by 
the agencies that have access to the records. 

It will be wrong to believe that if the 
politicians, government officials and 
suppliers responsible for the fraud are 
punished and the money lost recovered, 
everything will be all right. The fodder scam 
is a small symptom of a deep and chronic 
malady afflicting the Bihar government and 
quite a few other state governments as well. 
Basic ftnancial control has collapsed, audit 
and accounts are in wild disorder and the 
constitutional arrangements for legislative 
control over government finances have 
coirifdetdy broken down. There is plenty of 
witch-hunting but no efforts are being nuKie 
to survey the exteitt of the problem or suggest 
practical remedies. It is exciting to watch the 
CBI in action but boring to attempt 
comprehensive remedial measures. 

It will not be difficult to prove that massive 
fraud is now ^ing on in the Bihar ^vemmern 
about which nothing is being done while all 
eyes are riveted on the fodder scam. This 
can be done with the helpof reports published 
by the CAG himself, ^h state accountant 
general publishers an annual review of the 
working of treasuries.Tbe Biharreview was 
sobadly in arrears that the accountant general 
brouglU out a single review in August 1996 
covering five years up to I994-9S - an 
evident response to the fodder scam. 

On page 17 of this review, a major fraud 
inpen^ payments in theBhivalpurtreasuiy 
is reported under the heading: ‘Drawal of 
penskNU against forged names of penskmets’. 


Annexure III of the annual review gives 
complete rietails of the names of the persons, 
the afiKHint drawn and the ntonths in which 
the fraudulent payments were made. The 
annexure, covering only two months 
(December 1991 and January 1992) tuns to 
17 pages. Naturally, everybody would like 
to know whether the auditors tried to see if 
fraudulent payments were continuing when 
the treasury was inspected in February 1993 
and since when the fraud was taking place. 
We seek in vain for answers to such questions 
in the annual review hastily prepared at the 
time of the scare created by the fodder scam. 

CAG Unconcerned 

What is more surprising is that the CAG 
seems to have done nothing to bring this 
serious fraud to the persona] attention of any 
senior official in the Bihar government. The 
annual review was sent in a routine manner 
to the official address of the director of 
treasuries; it is very doubtful if he ever saw 
the portion of the review about fraud in 
pension payments. The inspection of the 
Bhagalpur treasury took place between 
February I and 9 in 1993 but the inspection 
report was issued only on November 26, 
1993-after about 10 months! Not the best 
way to stop fraud It is probable that the 
accountant gmetal‘s office that prepared the 
annual review was not even aware that the 
inspection report of the Bhagalpur treasury 
cofitained informatien about a major fraud. 
It should be easy to find out from the files 
whether any senior official in the accountant 
general's office saw the matter about fraud 
in Bhagalpur treasury before or afier the 
issue of the armual review. With such alert 
watchdogs guarding government moitey, it 
is no wonder that thieves in the Bihar 
govemmeitt ate having a glorious time. 

It is not diffrcitlt to show that fraud in 
pension paymenu may be extensive in Bihar 
and has been going on for several years, 
without the CAG being aware of it. The 
fraud in the animal huAandry department 


remained undetected for many yean becaitse 
of the failure of the Bihar govemmeitt and 
the CAG to notice that there were large 
excesses over budget allotments. Bihar was 
spending for some yean double what even 
large states like Uttar Pradesh and 
Maharashtra were spending on animal 
husbandry. In pension payments also, there 
have been recurring excesses overthe budget 
provision on an increasingly large-scale in 
recent yean. Between 1990-91 and 1995-96, 
a total of Rs 560 crore was spoil in excess 
of budget provision to pay poisions. In 
1995-96 done, an excess of Rs 190 crore 
occurred. With the expoience of what hap¬ 
pened in simitar circumstances in the aninud 
husbandry department, the CAGshouldhave 
been careful to check that there was no major 
fraud in pension, especially in the light of 
the findings at the Bhagalpur treasury. But 
in the Appropriation Accounts for 1995-96, 
signed by the CAG in February 1997, several 
months after the details about the fodder 
scam became public, he light-heartedly 
disposes of the problem of the vast excess 
over the budget provision with the brief 
note: “The excess rquires regularisation” 
(p 58). Not one word about the possibility 
of fraud on a grand scale! 

Guessing that (here was some oversight 
in dealing with the excess when preparing 
the Appropriation Accounts, I wrote a 
personal letter to the CAG, V K Shunglu, 
to which no reply has been received after 
three months. It is possible that even though 
theannualieviewof treasuries reported fraud 
in pension payments in Bihar, the audit 
defrartment after subsequent investigation 
found that it was not a case of fraud. It is 
also equally possible that the large excesses 
over budget allotment for pension are not 
due to fraud. But in a state like Bihar, where 
fraud is so common, it would be sensible 
for the CAG to take notice of the large, 
recurring excess and exclude the possibility 
of fraud, especially after he was personally 
alerted. If fraud in pensions in Bihar is 
established, the audit department would not 
be able to explain away iu responsibility. 
The Bihar government hat started an 
investigation at the Bhagalpur treasury but 
the treasury staff has gone on strike. 

It is possible that fraud in Bihar it made 
easier by the indifference of the government 
auditors to take timely action even after they 
become aware that things are going wrong, 
as in the case of pensions. The fodder scam 
itself could have been detected long ago if 
the audit department was a little more alert 
Thebudget^lotmentofthe animal husbandry 
department for 1994-95 was Rs 74 crore. 
Incredible as it may appear, Rs 109 crore 
was withdrawn from the Doranda treasury 
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located next door to the office of the 
accountant geneial, Bihar, out of wMchRs 68 
crate was withdrawn in juit 17 dayi. The 
vouchers in support of this totalled over 
57,000. Yet nobody in the accountant 
general’s office suspe^ that anything was 
wrong. 

The annual review of treasuries in Bihar 
gives the disturbing information that for the 
last 10 years the Doranda treasury has not 
been inspected by audit though it is located 
so close to the accountant general’s office. 
Aslhefraudln Biharincreased, the frequency 
of the inspection of treasuries by audit 
mysteriously declined sharply. In 1989-90. 
More than 20 treasuries were inspected; in 
1992-93 only two treasuries, and none at all 
in 1994-95 (pp8and9oftheAnnualReview 
for 1988-89 and 1989-90 and p 6 for the 
Review ending with 1994-95). It would be 
difficult U> explain this away, as in other 
states treasuries are inspected annually. The 
concentration of fraudulent payments in the 
Doranda treasury and the failure to inspect 
its accounts would naturally rouse the 
suspicion that there may have been collusion 
between the audit staff and the treasury and 
departmental officers in committing the f^raud. 
This is an aspect of the matter that has to 
be immediately investigated. 

The Finance Accounts of the Bihar 
government for 1995-96 certified as correct 
by the CAG on February 27,1997 contains 
numerous serious errors which will increase 
the scope for fraud. On page 264 of the 
Finance Accounts, theopeningbalance under 
’Other Funds’ under (he account head, 
‘Deposits of Local Funds’is given as minus 
Rs 240 crore, with a note saying that the 
minus balance is under investigation. A 
similar note appeared in the accounts for the 
preceding year also with nothing being done 
to locate the enor. This can easily lead to 
fraud on a large scale. Several figures in the 
section in the Finance Accounts relating to 
Deposits and Advances do not make any 
sense at all and will pave the way for fraud. 
The balance under forest advances can never 
be a minus figure but the opening balance 
under this head for 1995-96 is shown as 
minus Rs 4 crore. It is very likely that there 
is extensive fraud in the General Provident 
Fluid of government employees. 

Financial AoMiNtsraATioN in Disamiav 

The financial administration in Bihar has 
been in chaos for a long time. There are over 
SO treasuries which make most of the 
paymentt. The monthly accountt have to be 
sent to the accountant general within a few 
days after the end of each month with the 
supporting vouchen. Many of the treasuries 
ui^ to delay the accounts by as much as 
a year till two yean back when the CAG 
and the finance department worked together 
loget the accountsearlierfrom the treasuries. 


There hu been consideraUe improvem e nt 
but still the delays are heavy. The accounu 
of about 25 treasuries are even now delayed 
by three to six moidhs. Out of 660 public 
works divisions, 440 delay the monthly 
accounts up to three months. There are 145 
forest divisions, 100 of which delay the 
accounU even now by several months. 
Vouchers for about Rs 350 crore have not 
been submitted for five yean ending with 

1994- 95 which will prevent ‘The timely 
detection of fraudulent withdrawals from the 
treasury", in the words of the annual review 
of treasuries. The audit reports show that 
large numbers of persons are being appointed 
in government offices where there are no 
posts for them and crores of rupees are being 
paid in engineering departments as salaries 
where there is no work at all. The creditors 
of government do not get paid in time. 
According to the Reserve Bank of India, the 
per capita tax collected in Bihar is the lowest 
in any state, except a few in the north-east 
like Arunachal Pradesh or Mizoram, in 

1995- 96 it was Rs 219 in Bihar white it was 
Rs 1.371 in Punjab and Rs 1,147 in Gujarat. 
The Bihar government has been reckless in 
spending and careless in collecting money 
due to it. It is living dangerously beyond its 
means and is on the verge of bankruptcy. 

A great deal of woik has to be done without 
loss of time if the Bihar goverament is to 
be rescued from the teniblecriiis it isin now. 
While all those involved in the fodder scam 
have to be brought to book as quickly as 
possible, it is even more important that the 
state of government finances should be 
reviewed by a small and independent body 
of professionally competent and experienced 
persons to locate the main areas whoe things 
are going seriously wrong now and suggest 
practical remedies. 

The machinery for financial control in 
Bihar ceased working several years ago. The 
initial accounts from which the monthly and 
annual accounts are prepared for purposes 
of budgetary control are badly delayed and 
inaccurate. Government offices and treasuries 
are unable to supply vouchers for hundreds 
of crores of rupees in support of the payments 
they make. The administrative and finance 
departmeni.s look on helplessly while all this 
is taking place. They function directly under 
(heedbinet. They would naturally be rductant 
to displeare the politicians some of who, it 
is supposed, may be connected with the 
firaudulem and wasteftil spending. In these 
circumstances, it was for the CAG, who has 
complete independence under the 
Constitution, to bring the serious breakdown 
in accountability to the mtention of the 
government at the highest level and 
personally appearbefotethePublic Accounu 
Committee (as CAGs used to do in the past) 
and explain Che implications. None of this 
was done. 


The consetiueaoes have been teniUe. 
While often there it no money to pay bills 
falling due, the Bihar legislative assembly 
and council and cabinet care spendiBg more 
money on themselves than in most other 
states. In 1995-96neighbouriogWeit Bengal 
spent Rs 6 crore on the state legislalure; 
Bihar spent Rs 26 crore. The expenditure on 
the Bihar legislative lecietariat alone was 
Rs 10 crore, much more than on the entire 
West Bengal legislalure. During the same 
period. West Bengal spent Rs 1.5 crore 
on its ministers; Bihar, Rs 6 crore. Mote 
than Rs 7 crore has been advanced to 
ministers and legislators to buy motor 
cars, not one rupee out of which is being 
recovered. 

Equally reckless has been the spending by 
government depaitments. In the irrigation 
department while expenditure on works 
decreased from Rs 104 crore in 1991-92 to 
Rs 44 crore in i 994-95, the expenditure on 
salaries went up from Rs 184 crore to Rs 
262 crore. Out ofatotai ofS3,147employees 
in the irrigation department, 33,681 are in 
excess of requiretnenu! Rs 722 crore was 
spent on themunnecessmily during the period 
from 1991-92 to 1995-96. There it no 
effective watch over the recovery of knnt; 
hardly any check to tee that there it no fraud 
under d^rosit accounts with balanoes of 
hundreds ofcroresofiupees. There aresevcnl 
government undertakings that have fiuled to 
submit annual accounts for lOyean or more. 

With badly delayed and inaccwaie aniud 
accounts and enormous amounu lying 
unadjusted under suspense and remitianoe 
heads, there is hardly any budgetary control. 
The system of finartcial control through 
legislative scrutiny of the budget and accounts 
no longer exists in Bihar. When stmie of the 
members of the Firblic Acommts Cranmitlee 
themselves are reported to be involved in dre 
fodder scam, the ftirility of depending on the 
legislature to conect things going wrong 
will become clear. 

These problnm that destroy ac ro i wta b iU ty 
occur in several other stales dao and have 
not been examined by anybody so far to find 
early and practical solutions. Legidalive 
scrutiny of the budget is done in a slipiliod 
manner in many slates. The accoina are 
delayed andofteninc<xiect.Aadltntenenily 
unsatisfactory and not timely. The audil 
reports are seldom examined in time or 
property by the financial oommitlees of the 
legislatuie. ’The syston of financial conuel 
largely borrowed from Britain by the fiamen 
of the Indian Constitution has broken down 
in many parts of the country. Ute fitihtre of 
the machinery for fiiuncial control can no 
longer be ignored, if fraud, waste, and 
conuptian are to be reduced. Beating one’a 
chest after puMic money has been stolen nr 
wasted, at it being rloiie. is not the anewer. 
Prevention is better than am. 
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Where Does AO the Money Go? 
Pace’s Struggle for Information 


Banker Roy 

The Mazdoor Kisan Shakti Sangathan has been waging a long 
struggle for people's access to the accounts and related papers at the 
level of local government. And the Rajasthan government, after 
having agreed to allow people’s access to such information, is now 
going back on its word. 


ON April 5, 1995 the chief minister of 
Rajasthan made a brave and far-reaching 
promise on the floor of the state assembly. 
He said photocopies of all bills, vouchers 
and muster rolls on development expenditure 
will be made available to all citizens; they 
had a right to this information. It was in 
response to pressure being put on him for 
over a year by a mass bas^ organisation 
of poor peasants and woticers called the 
Mazdoor Kisan Shakti Sangathan (MKSS). 
The MKSS isconvinced that giving ordinary 
citizens the right to information and access 
to such details is the only way of flghting 
corruption, embezzlement, wastage and 
leakage of funds - national and international 
- coming to the niral areas in the name of 
the poor. Public hearings on development 
expetxiiture have revealed the strength of 
this right todiscipline village officials, petty 
politicians and touts. Bringing this 
information out into the open was by far the 
most powerful weapon the poor h^ to see 
that the funds were properly utilised. But 
since April 1995 the powerful lobby of 
corrupt bureaucrats and politicians must have 
got to him to prevent him from issuing the 
administrative order to allow photocopying 
of records at the village level. “All 
development in the state will stop if the 
order is issued”, he said in a statement 
to journalists questioning him on July 21, 
1996. Senior journalists were absolutely 
aghast to hear such a statement from the 
chief minister. 

Promises and commitments have been 
made with no intention of them being 
honoured. Flimsy and ridiculous excuses 
have been offered as to why photocopies 
cannot be given. To a meeting of over 100 
consumer activists in Jaipur the chief 
secretary said it was impossible to photocopy 
registers of muster rolls because they are too 
big and complicated - as if making copies 
by hand is easier as allowed by the 
gQvemment order. A commitment was made 
that a committee would be appointed to look 
into the practical aspects and the ecoiMmic 
viability of locating photocopiers at the 
panchayat samiti level headed by an 
additional chief secretary of the same 
seniority and maturity as the chief secretary, 
it was the first committeeof its kind appmiited 


by any state government to suggest down 
to earth possibilities of making govemmem 
transparent and accountable. The other 
memben of this committee included senior 
bureaucrats,eiected representati vesof people, 
an experienced and well known agricultural 
economist and the director of panchayats. 
When the recommendations were submitted 
it was declared secret with no explanation. 
It was declared 'impractical' meaning it must 
have recommended that photocopying 
documents was possible. It was shclv^ and 
no member of the committee was allowed 
to keep a copy. 

To Kuldip Nayar both the chief minister 
and the chief secretary made a promise. On 
May 21 at the chief ministers’ conference 
in a written speech the chief minister said 
administrative orders have already been 
issued to allow the photocopying of 
documents and make it available on demand 
toevery citizen. When on May 23 adelegatton 
from the MKSS went and met the chief 
minister and asked for a copy of the order 
mentioned in the speech he said glibly there 
will be no need for the MKSS to sit on 
strike on May 26; the orders will be issued 
before that. May 26 came and went - another 
promise broken. 

On that day Kuldip Nayar went with the 
delegation to meet the chief minister, who 
having first expressed his sadness to see 
Kuldip Nayar aligned with the MKSS (as 
if flghting for justice and basic human rights 
with an organisation they considered 
untouchable was acrime) promised, in agree¬ 
ment with the chief secretary present with 
the utmost conviction and sincerity that the 
orders would definitely be issued on June 
3 following a meeting of the cabinet. Kuldip 
Nayar came back convinced and advised the 
MKSS to lift the strike now that a promise 
had been made. He had knownyte chief 
minister for 30 years. He had never bnAen 
his word and being a Rajput his word was 
enough. The MKSS politely refused. They 
would sit until they had tte ortler in their 
hand. 

Between May 26 and June 3 the 
govemmeottumed hostile. When the cabinet 
met on June 3, instead of the administrative 
order being issued yet another cabinet 
subcommittee was formed to look into the 






natter. Now in the esw ttw giWenittieitt 
ndthcfiheMKSSiwfttdrowItAnBiKtmiir 
Committee Report exitta. They had no 
intenUons of M«ng toy iteps thtt would 
eaposetftedeeprootedcomipdooaiidinljuie 
of^velopment fumfa in the Kale most of 
it coming from natiaial and iiUenutioaal 
i,^Mnc7KuldlpNayarcameb^ 
to the dhama site first to apologise for 
misreading the man he knew for 30 yem 
and second to express solidarity. Tyinga , 
black band on his arm along with th^ other 


national press repoitm present that both the 
chief minister and the chief secretary were 
liars. They must be hiding some colossal 
scam to be so scared to issue an order that 
would allow the photocopying of documents 
at the village level. 

From May 26 the MKSS has been on 
strike with their spirits far from broken and 
as determined as evo- to leave the site only 
when their demands are met by the state or ' * 
central government - pass a government 
order that photocopying of documents on 
public expenditure. The government of 
Rajasthan has been madeawareby the corrupt 
elements within the party and the bureaucracy 
that if this order is passed scandals may be 
exposedofthelikesofBihar.Electionmoney ^ 
comes from the falsification of bills and 
vouchers and inclusion of dead men in the 
list of people given employment and recorded 
in muster rolls. It is bemuse protection is 
provided through secrecy that registers can 
be brazenly falsified in the publicdistiibution 
system and rice, wheat, sugar and kerosene 
meant for the poor can reach theblack markets 
obviously run by shopkeepers and traders 
sympathetic to the ruling party with all 
support from the village officials. With the 
ordn, this protection will disappear and all 
hell will break loose. 

The sheer guts and staying power of the 
MKSS has baffled the administration. Far ; 
from being graceful and dignified and 
respecting the right to dissent the 
administration seems to think they are still 
livlnginafeudal age. SpoofingL K Advani’s 
rath yatra the M KSS has a ‘ghotala’ (scandal) 
rath touring the city of Jaipur with Rajvani 
receiving tremendous support from the 
common man and woman in the form of ^ 
donations. It is with public donations that 
the strikers meet their food expenses and the 
cost of the tents, tarpaulin covets against the 
rain, etc. So far they have collected over 
Rs 70,000 and willingly small donations 
keep flowing in. Typical of their ignorance 
and incapacity to (relieve that such support 
is possible the state machinery has 
been mi^iliscd to establish that th^ are 
receiving foreign money through volun¬ 
tary agencies in the state. Theextertt to which 
the state will go to discredit a genuine 
people’s movement against corruption is 
unbdievable. 

It is not that this issue of transparency and 
accountability has not been publicised 
enough in the national press. What is 



■itoMBdiiu to ll«» litonoe of 4ie irncniaikmal 
pfot to take itp thto toaue to iiifonn the 
public back home what to happening to their 
HTjMy wnt* money. By refuting to give this 
right to Information obviously millions of 
dollars of World Bank, UN, bilateral nioney 
it going down the drain. There it a virtual 
[ cottage industry in place whose sole job is 
to falsify bills and vouchers and muster rolls 
so that cemeffl for schools and dispensaries 
t (shown complete on paper but incomplete 
for everyone tosee) goes intobuildinghouses 
for politicians and engineers. Till the MKSS 
rais^ the issue there was no danger. Now 
with the central government coming on to 
the scene as a concerned partner there is a 
real possibility that all centrally-sponsored 
scheme funds will be made more transparent 
and accountable and an order allowing for 
photocopies is imminoit. A letter from the 
secretary to the government of India looking 
after panchayati raj has been sent to all chief 
secretaries pressing the need for such a step. 

It was an urgent strong letter falling short 
of an order and thechief secretary ofRajasthan 
knowing his aversion to openness and 
transparency will ignore it. It is no longer 
a rational issue for him. His public statements 
on various occasions on the MKSS and the 
right to information has been sad and tragic 
- coming from an ofTicer who is known in 
the state for supporting the underdog 
and encouraging the spirit of volunteerism. 
"Do you think the state is wearing 
bangles?" Knowing him for so many years 
the tragedy is he himself did not think of 
this issue earlier or else he would have 
gone far beyond the order demanded by 
the MKSS on his own. Now that someone 
else has stolen the thunder he refuses to 
believe and accept that the MKSS is not 
wanting to embarrass the government by 
going to the press. That the MKSS believes 
that every citizen should have this right to 
be informed and they would exercise and 
explore all possible avenues available in a 
democracy toachieve this aim is way beyond 
his comprehension. 

Why is it presumed that just because the 
government only works on basis of intrigue, 
secrecy and misuse of state machinery to 
intimidate and settle personal scores that 
voluntary agencies also operate the same 
way? The latest is a circular obviously 
motivated and drafted by a senior bureaucrat 
(we know who) but signed by three zilla 
pramukhs addressed to the chief minister 
alleging one of the workers of the MKSS 
is still a part of a voluntary agency she left 
over 10 years ago and that this connection 
should bie investigated because that is how 
foreign funds are being channelled to the 
MKSS. Also it is time voluntary agencies 
started opening up their books to the 
public as the govemmem order dated April 
6,1996 (over a year ago) directed the village 
panchayots to do. What was the government 
order?: that boards be pasted outside each 
panchayat stating the total and break up of 
sanctions and expenditures for the current 


works and past works since 1992; on 
payment of Rs 5 the people could have 
the right to, inspect documots and take 
pencil notes. 

This was not likely to make any dent on 
the current corrupt practices and tto is why 
perhaps the three zilla pramukhs praised the 
chief minister for issuing such a brave order 
and at the same time demanding that 
voluntary agencies reveal their accounts to 
the public. In what is likely to be the first 
public hearing of its kind in the country 
SWRC Tilonia is going to display bills, 
vouchers and muster rolls and development 
expenditure over the last five years in July 
1997. Invitations have gone to the 
bureaucrats, politicians, press, police. 


THE Tenth Finance Coimnission (TFC) has 
recommended an alternative scheme of 
devolution which requires amendments to 
the constitution. The union finance minister 
has in his budget speech accepted this 
scheme in its broad outline. TheTFC scheme 
deals only with devolution of finances to the 
stales as tax shares. The amendments required 
in this connection would be in part XII of 
the constitution. However, the TTC scheme 
docs not deal with grants to states under 
Articles 275 and 282 which also occur in 
this same part. 

The role of these two articles as 
constitutional channels for grants by the 
union to the states has been the subject 
matter of considerable discussion and some 
controversy over the years. In view of the 
fact that grants-in-aid under Article 27S could 
be made only on the basis of the 
recommendationsof a FinanceCommission, 
the union government took recourse to Article 
282 to make all grants other than those 
recommended by the Finance Commission. 
These included plan grants which, in 
course of time, became larger than even 
the grants recommended by the Finance 
Commission. Justice Rajamannar in a 
Minute attached to the report of the Fourth 
Finance Commission drew attention to 
the propriety of using Article 282 for 
making substantive grants in this 
manner. Justice Rajamannar hesitated to 
go “to the extent of saying that Article 
282 does not confer power on the Union 
government to make grants to the States 
for implementation of their Plans. The 
language is wide enough to cover such 
grants.” But, in hit opinion “Article 282 


elected represeittativea and the puUic who 
have benkhad dinctly or inihrectly to 
observe and speak out at the bearing. If 
voluntary agencies have somethii^ to hide 
only then t^ havq sooiethiiig to fear. 

Ihe right to information campeign has 
performeda singularservice tothe voiuotary 
sector. Fearing the posslbilityofgavetnDient 
demanding that foreign funded voluntary 
agencies also show their books to the pidrfic 
many groups in Rajasthan have kept away 
from the dtouna site and not exptes^ their 
solidarity but it is only a question of time 
before the pressure builds up and then all 
of them will be forced to do so. 

Roshtii badfum na ho jaye is dor se 

Rakh diya he diya toofem ke satme. 


was neverintended for the purposefor which 
it is being used now” (para IS ibid). 

The latest occasion on which this issue 
has been examined in detail is the Repon 
of the Ninth Finance Commission wMch 
obtained expert legal opinion on this matter. 
The opinion of K K Venugopal, an expert 
on constitutional law, was that. Article 282 
was “clear and unambiguous and unless the 
Article is re-written with the addition and 
subtraction of words it would not be possible 
to arrive at the conclusion that Article 282 
is an independem source of power vesting 
in the Central government a diKretion to 
make grants to States for special purposes." 
N A Palkhivaia, another eminem jurist, 
opined that. “Article 282 is not intended to 
enable the Union to make such grants at faS 
properly under Article 275. Article 282 
embodies merely a residuary power which 
enables the uni on or a state to riudce any grant 
for any public purpose, irrespective of the 
question whetlw the purpose is one over 
which thegrantorhasle^sl^ve competence" 
(para 7.9 of report). 

On this Justice (Jureshi, a me r tfeer of the 
Ninth Commission, observed, in a note of 
dissent that this quotation from Palkhivaia, 
taken out of context, “may create a wrong 
impression that the power is ’leskhivy' in 
the sense that over and above the grants 
under Article 275 there is 'reskhiary' power 
under Article 282 also to give such grams. 
This is not true. PrikhivalabascacegofKaUy 
opined that tegular grams from the cenbe 
to the states do not come under Article 282* 
(para 2.6 of note of dissent). 

Both Justice Rajamannar on the earlier 
occaakxi, artd Justice Oireshi, in hto note. 


Role of Articles 275 and 282 in Federal 
Fiscal TVansfers 

B P R Vitbal 

The alternative scheme of federal fiscal transfers recommended by the 
Tenth Finance Commission necessitates amendments to Articles 275 
and 282 which define the constitutional channels for such transfers. 
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of the Heading ‘Miicellaneous Finandal 
Proviilona' and «l»e marginal note, 
*Cxpeaditiiie defrayaWc by the Union or a 
StMe out ofitt nevemies’’ and separating it 
from the other Article* deling with the 
r^lar trratsfers, cumulatively suggest that 
the Article 2S2 was not intended by the 
Coostiunioo makers to be a regular channel 
of transfer from the centre to the states as 
done in the past.” Justice R^iamannar also 
opined that, "the maiKinal note gives .a clue 
to the proper constniction of the Article” 
which is that it "confers on the union or a 
state a spending power without confermg 
legislative power” (para 17 of minute). 
Contrary to these views, M C Setalwad, in 
his report to the Study Team of the 
Administrative Reforms Commission on 
Centre-State Relations, expressed an opinion 
that these headings can he "treated as relies 
of the past and ignored”. 

Und^ Ailicle 73 “the executive power of 
the Union shall extend to the matten with 
lespect to which parliament has power to 
make laws.” There is a similar power for the 
States specified in Article 162. According 
to Justice Qureshi, "This is an embargo on 
the Centre’s power to give discretionary 
grams to the States” and it is this embargo 
which is lifted by Article 282. This 
interpreution is strengthened by the fact 
that Article 282 mentions both the union 
and the states. If this Article was meant 
to be complementary to Article 275 there 
would have been no need to mention the 
states here. 

In practice, the union governmem has 
utilisf^ Article 282 as a substantive clause 
under which all developmental grants have 
beengiventothestates. In fact, as a corollary 
of this, they have restricted the work of the 
Finance Comnrissions to non-plan revenue 
expenditure through the terms of reference 
prescribed by thm Successive Finance 
Commissions, starting from the First 
Commission have taken the view thm under 
Article275 they were competent to deal with 
all revenue expenditure arid that this Article 
did not recognise any division of such 
expenditure Mween plan and non-plan 
revenue. If some of the Commissions did, 

.in fact, restrict themselves to non-plan 
revenue expenditure as indkaied in their 
terms of r^ercnce it was on grounds of 
practical difficulties and not because they 
accepted the interpretation of Article 275 
in^lied in such terms. 

The Sarkitia Conunission endor s ed the 
opinion of the Study Team of the 
Administrative Reforms Coimmttee dial “a 
Constitutional amendment defining or 
restricting the scope of the Artide 2^ is. 
therefore, not necessary spedaily because to 
meet unforeseen situatrons the Centre should 
have a degree of flexibility in the use of the 
Article”. They, however, come to this 


jisretdidi 

disctettonacygraitoi^^'ctel 

concede the ^JS^Xing the 

iranrfeis (ck« «o W ^ ^ 

period ‘.fSI-SS) 


5 ^ iSfr^ritl^m'l!^. two a.pec« “one 
technical and 

and imperative. As regards the first, tn^ 

transfers under A/iiclc282.aredisctetio^ 

only in a technical sense as opposed to 
mandatory...The oblique aspect of this 
criticism, however, raises the question 
whether in substance and practice, the 
transfers made for Plan purposes under 
Article 282 on revenue account to the Slates 
are discretionary” (10.7.10). 

They meet this criticism by stating that the 
Gadgil Formula does not "leave any 


eoBrtsw SsSSJiSi' 

theim^fiM ^ imnsfers whii 

■*^Sd Ssetetionary <*0 
“t of the Constitutional ichem 

^J^icai than realisUc conskfcraUon 
;?^13 and 14). Curiously, if th 
Mcmmuition is uken litenlly thmwwi 

HlfZd with ibedHTtcultynu^byJmc 
Raiamannar in his minute referred to eaHier. 
AcconJinglohim, '‘Atticle282conteinpl0es 
agrant fora public purpose. I doubt ifgranis 

under Article 282 can be made without such 
grants being lied loa spccificpublic purpose” 
(para 14). Further, the conclusion thk plan 
grants are not discretionary is based on a 
misunderstanding of the process involved. 
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llie dlitribMtoa of plan AmiA to Mle* may 
have been made "noiHlltenlkmmy"bytlie 
Oadgil Pbrmuia. However, the (UfTerence 
between Aiticle 275trinttos and plan ftindi 
is that under Article 275 the quantum of the 
total funds to be devolved to the states is 
also mandatorily fixed by the Finance 
Commission. The total quantum of central 
assistance to the states is, however, 
determined by the central government. The 
role of the Planning Commission and even 
of the NDC in this it not analogous to that 
of the Finance Commission in fixing the 
total quantum of the divisible pool and of 
the share of the States. The annual plan 
process makes this even more discretionary 
from year to year. The large allocation for 
centrally sponsored schemes at the expense 
of assistance for state plans is clear 
confirmation of the discretion available to 
the centre in determining these transfers. 
The fact that the inter se distribution bet- 
,vveen states is objectively determined by (he 
Gadgil Forrouladoes notin any way diminish 
the discretionary element in this transfer. 

The grants under Article 275 are meant 
to be grants-in-aid of revenues of such states 
as may be determined to be in need of 
assistance. Plan funds, on the otherhand, are 
meant for specific developmental schemes 
included in the plan. However, if as the 
Sarfcaria Commission points out. the Gadgil 
Formula, in fact, converts the grant compo¬ 
nent of central assistance from scheme- 
specific grants to giants-in-aidofthe revenue 
component of the states plans, then there is 
no reason why they cannot be covered under 
Article 275. On the other hand, it may be 
argued that plan grants still remain, in sub¬ 
stance, assistance for specific plan schemes 
which do not fall under Article 275(1) and 
that, therefore, only Article 282 can cover 
this contingency. We are not here concerned 
with the fact that substantive grants have. 


in fact, been made under Article 282 or 


that, as Justice Rajamannar put it, the 
Article can be construed to be wide enough 
to make such transfers legal. We are 
concerned with the intention of this article. 

For this purpose we must look at the first 
proviso to Article 275 whidi reads as follows: 


(I) Such sums as Parliament may by law 
provide shall be charged on the consolidated 
Fund of India in each year u grants-in-aid 
of the revenues of stub States as Parliament 
may determine to be in need of assistance, 
and different suras may be fixed for different 
Sutes. 

Provided that there shall be paid out of the 
Consolidated Fund of India as grants-in-aid 
of the revenues of a State such capital and 
recurring sums u nnay be necessary to enable 
that State to meet the costs of such schemes 
of development as nuty be undertaken by 
the Stale widi the approvalofthe Government 
of India fur the purpose of promoting the 
welfiHe of the Scheduled Tribes in that Stale 
or raising the level of administration of the 
SchedidedAreulhereintothatoftheadroini- 
straikn of the rest of the areas of the Stale. 


If giifiti<i»dM of the tevenuea Of the State 
neoetsmy toeneUe that rtate‘to meet the 
costs of such schemes of development as 
may be undertaken by the State with the 
appro val of the government of India” are not 
covetedbyAiti^275(I)andllietovenunent 
of India had power to make auch grants 
under Article 282, where was the need for 
thisprovisoinordertopermitthegoveinmM 
of India to make such grants, llis proviio 
is not the substantive proviaion that casts 
a special responsibility on union for the 
welfare of scheduled tribes. That power 
arises out of clause (2)of Article 339. Even 
so it was fell that if grants-in-aid were to 
be made in discharge of this responsibility 
but without recommendadoa of a Finance 
Commission then a proviso to Article 27S( 1) 
was required. This goes to show that all such 
grants-in-aid, without exceptkm, would be 
covered by Article 275(1). The Seventh 
Finance Commission took the view tbm, ”it 
seemsunreasonable to hold that the operative 
part of the article enables the conunission 
to make grants for revenue expenditure 
only while the proviso enables grants 
being made of revenue as well u capital 
nature (chapter 10 para 8). If the proviso 
can thus elucidate the purpose of the 
Article and if the proviso covers grants 
for “Khemes of development" it must 
follow that the substantive clause must 
also cover them. The fact that a proviso 
to Article 275( I) was considered necessary 
in order to permit the Government of 
India to make grants even for the discharge 
of a specific constitutional responsibility 
cast on it shows that Article 282 was not 
considered as being available for (his 
purpose. 

Tlie whole discussion of discretionary 
versus mandatory nature of transfen raised 
by the Satkaria Commission is, thus, an 
unnecessary digression from the main issue 
which is whether Article 282 was intended 
as a residuary provision to cover various 
types of grants which both the unitm and the 
state governments may make without 
reference to their legislative powers and not 
as an alternate channel to Article 275 for 
transferof funds from the union to the states. 

If constitutional amendments of the financial 
provisions are being considered, this 
opportunity should be taken to set at rest 
this long-standing coniroversy regarding 
Article 282. 

The grants-in-aid under Article 275 and 
its provisos have the following features: 

(i) Grants-in-aid of the revenues of a 
state as are determined to be in need of 
assistance - Clause (1). 

(ii) Grant8-in-aid as capital orrecurring sums 
to enable a State to meet the costs of such 
schemes of development as may be 
undertaken by the State by the approval of 
government of India. The first proviso to 
clause (I) specifies such schemes for 
promoting the welfare of Scheduled Tiribes 
or raising the level of administration of the 
scheduled areas. 


(iU) OnoM-hi-aid that have to be provided 
by par lia ment but will be diatfed to the 
ConsolidaMi Ruid of India - Oauae (I). 
(iv)Gfantt-in-aklwitlioirtvo<ein|Mi lia aa^ 
(Basu in his commentary states that the 
first proviso to clause (1) provides for this, 
page 294 vol K Sixth Editroo 1986). 

It will be necessvy to maintain adiitinction 
of between ‘general’ grants-in-aid of 
revenues of states "detemAwd to be in need 
of assistance” of (he type mentioned at (i) 
above and specific grants-in-aid of the type 
mentioned at (ii). 71w fanner will require 
that an overall view be taken of the finances 
of a Stale after it rectives its share of the 
devolved Union taxes. This would, tbereftxe, 
have to be done cither by a Finance 
Commission or the Planning Commission 
depending upon the institutional 
arrangements decided upem. Since these 
grants are, in a sense, supplementaiy to 
devolution they should continue tobechirged 
to the Consolidated Fund. A provision 
permiting specific grants-in-aid for ^rproved 
schemes is, however, required to enable the 
union government to grants to strtea 
of the type they have bjiberto been nuking 
under Airticle 282 for want of any ocher 
article. Grants given for schemes on the 
basis of the recommendatioiu of a Finance 
Coimhission (such as upgradation grants) or 
Plaiming Conunission (such as plan grants) 
will be a special case under such general 
power available to the union government. 
Since these will be grants for specific 
purposes it will be appropriate that they 
be voted by parliament. 

The new AtticMs) in place of Article 275 
can, therefore, be as follows: 

(i) Such sums as pariiament may by law 
provide shall be chsjged on the Consolidated 
Fund of India in each year as grants-in-aid 
of the revenue of such States as parliament 
may determine to be in need of asaistancr., 
and different sums may be fixed for different 
States, provided that no order shall be made 
under this clause by the president except 
after considering (he lecommendaiion of a 
Finance Commission. 

(ii) Parliament may by law provide that 
such capital and recurring sums sh^ be 
paid out of the Consolidated Fund of Imfia 
as grants-in-aid of the revenues of a State 
as may be necessary to entitle that Stale to 
meet the costs of such schemes of 
developmem as may be undertaken by the 
State with the approval of the govenment 
of India. 

It is presumed that grants-in-aid for 
schemes of welfare of scheduled tribes or 
for raising the level of admmistraiioa in 
scheduled areas which ate covered by the 
existing second proviso to Article 275(1), 
ate a special case of clause (U) above and 
ate, therefore, coveted by it If. however, 
it is felt that separate provision still 
needs to be made for this purpose then a 
clause similar to the exisriaf second 
proviso to Article 275(1) will tiro have to 
be included. 
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Shoji Ito 


N S Siddharthan 


IN the passing of Shoji Ito on June 13, 
.many of us in India have lost an esteemed 
colleague and a cherished friend. Ito w;is 
widely regarded as a leading India expert in 
Japan. As a true friend of India, he was 
instnimentaJ in forging .several academic 
collabofations and joint research projects 
between Japanese and Indian research 
institutions and scholars. His untimely death 
is a serious loss to the profession .and in 
particular to lndo-Japane.se academic co¬ 
operation. 

Professor Ito graduated from the Tokyo 
Metropolitan University, department of 
economics, in March 1960. Soon after 
graduation, he joined the Institute of 
Developing Economies (IDE), Tokyo. He 
was a visiting scholar at the Madras 
University from 1961-63. During this period, 
he mainly contributed to the literature on the 
business combines in India. In particular, he 
studied the nature of and the causes for the 
entrepreneurship of the nattukottai chettiars. 

He was a visiting fellow at the Institute of 
■ conomic Growth, Delhi, for two years from 
March 1972 and duringthis period he worked 
on industrial houses, corporate conglomcnites 
and the woiiung of the slock exchanges in 
India. He continued his close association 
with the Institute of Economic Growth till 
the end by taking an active part in the 
research and training programmes of the 
institute. When be became the director. 
Economic Co-operation Department of IDE 
he encouraged joint research activities 
between IDEand south Asian and cast Asian 
institutions. He was also for some years the 
editor of the IDE journal Developing 
Economies. After serving as councillor IDE 
for two years, he resigned in March 1993 
and join^ Yokohama City University as 
professor. 

Ito worked mainly on entrepreneurial 
communities in India, industrial houses, 
technology transfer, and the impact of 
economic liberalisation. In all these four 
areas, Ito made significant contributions, by 
asking a set of questions different from those 
asked by other scholars, by bringing to tight 
important hithoto unrepoited findings, and 
:y dtawing appropriate theoretical and policy 
inferences. For methodology, he mainly 
emphasised case studies, fieldwork and 
reliance on primary data. To facilitate 
fieldwork he learnt Tamil, Malayalam and 
Hindi. 

In the 1960s it was fashionable to work 
on industrial houses. Some scholars also 


studied the entrepreneurial communities like 
the marwaii, Parsi and chettiars. However, 
few studies Jinked the entrepreneurial 
communiiies with the formationofindustrial 
houses. Also, ihesiudicson industrial houses 
did not go farther than estimating the 
economic power of the various industrial 
houses. They did not concentrate on the 
causes for and the processes of the formation 
and growth of business houses. Ito’s in- 
depth studies brought out the peculiar 
practices of these communities, related them 
to thechanging economic scene, and analysed 
the underlying causes that made these trading 
and banking communities diversify into 
undertaking manufacturing activities. This 
eventually led to the establishment of 
industrial houses which combine 
manufacturing, commerce and finance. 
Industrialhouscsor conglomerates ai e multi- 
linn organisations. Under the Indian law, 
each firm has an independent legal existence. 

In his several studies, Ito revealed the 
mechanism of control of the family over 
several companies coming under the house. 

In this context he drew parallels between the 
Japanese pre-war Zaibatsu, holding 
companies and Indian industrial houses, and 
effectively brought out their similarities and 
differences. Indian policy during Ihc 1960s 
and the 1970s attempted to control the growth 
and monopolistic practices of industrial 
houses without u proper understanding of 
the mechanismof thcircontrol. Inthiscontext 
Itoeraphasiscdthcrolcof finance and trading 
companies in influencing the share prices 
and controlling the equity of the companies 
that come under the canopy of a given 
industrial house. Ito's work revealed the 
non-competitive nature of the Indian share 
market and the role of finance companies 
and financial institutions in influencing the 
share prices. These have become important 
issues for policy during the 1990s. But Ito 


bad noted several of Iheae trends in his 
writings as early *• the 1970s. 

Ito’s studies on tochnology transfer 
concentrated mainly on the tedhnologjcil 
capabiliUes of firms and nations: capability 
to absorb and assimilate technology, 
capability tomakc modificationsonimpoited 
tc^ology, and capability to innovate. His 
research studies .sought answers to the 
following ijucstions: Why do some linns 

andcountriessucceedinabsotbingimpoaed 

technologies and assinvlating them better 
then others? What are the variables that 
determine the absorptive capacity? In this 
context what is the relative importance of 
government policy, competitive structure of 
the market and the capabilities of technical 
educational institutions? His studies 
produced several interesting answers and 
explanations. With regard to capabilities to 
modify imported technologies, his case 
studies analysed the need for modifications, 
examined the nature and process of 
modifications done, and evaluated the 
consequences of the modifications. Through 
these painstaking case studies of several 
firms from different countries he was able 
to draw vital conclusions regarding 
technological capabilities of dilTerent firms 
and diflerent policy regimes of countries. 
During the last few years he was working 
on a comparalivc study of ea.si and south 
Asian countries. Unfortunately he died 
before completing this important project 
which would have brought to light several 
important issues relating to the rote of the 
stale and the market in promoting 
development. 

Above all Ito was an excellent human 
being and a gentleman to the core. Soft- 
spoken and polite he was never known to 
raisehis voice even unifer provocation. Many 
scholars will recall with gratitude and warroth 
the help he rendered by arranging field trips 
and sharing information. His positive 
approach to problems was reflected in his 
research studies. At several international 
meetings, he would staunchly defend India 
and helpothers underatand Indian viewpoints 
and problems and appraise them in the right 
perspective. 
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! The Left victory in France is a defeat for the Right and the neo- 
\ liberal pi^ect. It creates real opportunities for those seeking a 
I progressive response to the challenges of capitalist globalisation and 
restructuring, in the European Union and beyond. Failure, however, 

” could pave the way for a defeat of historic proportions. 


FRENCH pnesidem Jacques Chifac and hts 
outgoing right-wing alliance government 
were handed a major defeat in legislative 
elections held on May 25 and June I. The 
rightist alliance i made up of the nco-Gaullist 
RPR and the centre-right UOF) received 
only 36 per cent of votes in the first round 
(the lowest mainstream right-wing score since 
the late l9S0s) and saw their total seats cut 
down to 255 from 484 in the 577-seat lower 
house, the National Assembly. 

The left-wing alliance, led by new prime 
minister Lionel Jospin’s Socialist Party (PS), 
returns to power after suffering a major 
defeat in 1993. This time, the Left alliance 
includes the Green Party (making its first 
appearance in parliament) and relics on 
the Communist Party (PCF) for its 
majority. 

One sombre and ominous message from 
thescelections; the neo-fascist National Front 
(FN) improved on its 1993 score,pollingjust 
under 15 per cent in the first round and 
winning one seat in the new assembly. To 
understand the significance of the Right's 
defeat, it i s worthwhile examining why Chirac 
dissolved the right-wing majority lower house 
nearly a year before the required date. 

The Right felt it had a much better chance 
of winning elections now than in 1998. Polls 
taken in late April after the dissolution 
predicted they would win, albeit with a 
reduced majority. The free fall of Chirac and 
prime minister Alain Juppe in the polls since 
late 1995 seemed to be levelling out. The 
right-wing and its big business backers 
thought the time was ripe to renew the 
government's mandate. Delaying such a 
renewal, they argued, would mean going 
another year without implementing 
aggressive austerity rtteasurcs. They knew 
that it would be utter folly to go the polls 
in 1998 after implementing such measures 
in 1997.' 

Indeed, it is clear that Chirac was preparing 
to use a new streamlined right-wing majority 
government - over which he would have 
more control - to cany out a major ‘neo- 
liberal’ turn.’ Such a turn would in line 
with the radical public sector and labour 
market resttucturingdemanded by employers 
and financial circles, and in keeping with the 
l^terand spirit ofthe 1991 Maastricht Treaty 


on European Economic and Monetary Union 
(EMU). Maastricht deadlines for the single 
currency, to be adopted in 1999, were 
approachingfastithesoonerashock therapy 
could be aj^lied, the better.' Finally, Chirac 
wanted to cut shon investigations into various 
cases of corruption involving his party, the 
RPR. especially in the tanks of the Paris 
party machine he built up over many years 
as the city’s mayor. 

On all counts, Chirac’s cynical and 
monarch-like manoeuvre has failed.' His 
stature has been diminished accordingly as 
the country settles for the first time into a 
'cohabitation' between a right-wing president 
and a left-wing lower house. Thanks to the 
notorious article 12 of the constitution of 
the post-1958 Fifth Republic, Chirac will 
have the right to dissolve the National 
Assembly again in April 1998. The Right 
sees this as an oppoitunity to take advantage 
of the crisis it expects will soon engulf the 
new Left government. Alternatively, Chirac 
could call new presidential elections, which 
would have the same effect, since a re¬ 
elected right-wing president could then 
organise new legislative elections. Many 
right-wing leaders are leaning towards 
the presidential option, since it would 
almost certainly mean getting rid of the 
discredited Chirac.' 

The victory for the Socialist Party (PS) 
alliance can be seen as a direct if rather 
'imperfect' extension of the strike and social 
movement that rocked the country in 
November and December 1995. That 
movement - the biggest since May 1968 - 
forced the Juppe government to abandon 
some parts of a reform package aimed at 
attacking public sector pensions, and cutting 
back the railway and health care systems. 
Most of all, however, December IWS was 
a major boost for social movements, trade 
unions and critical left-wing economic and 
political thinking. A striking feature was the 
majority support these protest actions 
received in opinion polls.* 

This new volatile social and political 
climate was exemplified by the outbreak 
through 1996 and 1997 of confrontational 
struggles in atypical sectors, such as among 
truckdrivers, actors and musicians, bank 
workers and hospital interns.’ 


Aaetherexaiiiple was Ihn mail mwwww 
that devdoped eartier tMi year agaiatt the 
second snive of draconian imangraCioo 
legislation introduced since the Right’i 
victory in 1993 (the Defare laws, preceded 
bythel993Pasqualawi).Dcbateandpaimf 
ohhe xenophotn'c legislation coincided with 
municipal election gains for the PN, wl^ 
sparked another round of protests mi 
organising - this time against both the PN 
and government complicity with it. The 
mo vement signalled the beginninp of abreak 
with 15 years of failed attempts to weaken 
the FN's appeal by toughening immigration 
and citizenship legislation.' For this rebirth 
of a radical anti-fascist and anti-racist 
consciousness in a significant minority of 
the population, the French owe a great deal 
to the courageous struggle of organised 
groups of undocumented immigrants, the 
'sans-papiers', which began in earnest in 
1996. A further example of the new dim^ 
was the success of a feminist organising 
conference attended by 2,000 women and 
men earlier in the year. 

How well docs the new governmem 
represent the aspirations and dynamism of 
the different forces that have burst onto the 
scene since late 1995? How far can it be 
expected to accompany and lead thedynanmc 
of December 1995 and the election victory, 
rather than disappoint and break it? In 
answering these questions, the first error to 
avoid is that of drawing hasty comparisons 
between the PS victory in France and the 
Blairite Labour victory in Britain. 

In the first place, the social and politkai 
situation in France does not resentbie that 
of post-Thatcher Britain. It was precisely in 
response to the beginnings of a Thatcherite 
turn that the French unleashed the Dece m ber 
1995 protest movement and threw the Right 
out of office.'’ 

In the second place, the PS has not made 
a Blairite turn, although it did oversee 
France's neo-liberal shift from the mid-l 98Qt 
on wards. The Blair victory against theTorsea 
was also a defeat for ‘old Labour’ and the 
critical Left in Britain. The same is not true 
of the PS victory in FraiKX. The difference 
between the two leaders’ approaches was 
apparent at the meeting of European social 
democracy held in Sweden in early June. 
Jospin is on the left - and Blair is on the 
right - of a 'social democratic’ movement 
that looks mote and more like Qinum's 
Democratic Party.'* 

In recent times, the PS has been mrrsing 
its wounds from its 1993 elecloral ilnibbing 
and adopting a more humble profile in the 
face of protest and strike movements that 
have jealously guarded their independence 
and voiced thidr criticisms of the PS record 
in office in the 1980s and early 1990a. 

As a result, it has been mote p er menb k. 
tocritical thinking around suchkey qneiliaM 
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at Buropetn ooulmcdon, privatisation, 
unemployment, taxation, ecology, 
immi^ntion and women's involvement in 
political life. One need only look at the PS 
election campaign and the initial 
pronouncements of the new goverament to 
see that we an dealing with a political 
dynamic that is at odds with the neo-libeial 
and authoritarian measures being applied 
almost evetywhere else." 

The PS campaigned for and has announced 
the abrogation of the anti-immigrant Pasqua 
and Debie laws. It has announced the 
.legalisation of between 10 and 40 thousand 
undocumented immigrants. It campaigned 
for and has announced the suspension of the 
Superphenix fastbieedernuclearreoctorand 
mammoth Rhine-Rhone canal project. It 
campaigned for and has announced an 
increase in the minimum wage. These are 
all real gains, especially when one considers 
that abrogation of the Pasqua and Debte laws 
ranks among the least popular of the PS 
election promises. 

To reduce unemployment, the PS 
campaigned for a reduction of the working 
week to 35 hours with no loss in pay and 
the state-funded creation of 700 thousand 
jobs for youth. It also campaigned for a 
review of and probable halt to all 
privatisations in process and under 
consideration; a halt to public sector lay¬ 
offs; the re-establishment of the law requiring 
government approval for ‘economic* lay¬ 
offs; the lowering of value added taxes on 
consutiter goods and increased corporate 
taxes; and the abrogation of new pension 
legislation that creates private pension funds 
at the expense of the (compared to other 
countries) generous public system. In his 
inaugural speech to the National Assembly 
on Jime 19, Jospin said he would respect all 
these pledges, causing great consternation 
on the Right and in business circles." 

One can find fault easily enough even in 
those measures that have already been 
announced. What immigrMion legislation 
will replace the abrogated laws? And what 
will become of the 'illegal' immigrants not 
legalised in the current round?*' Similarly, 
Jospin announced that the 3S-hour work- 
weA would only be implemented by the end 
of the first mandate in 2002 - whei^ such 
a reduction has to be implemented all-at- 
onceand across-the-board to have the desired 
effect. 

But the main proUems lie elsewhere. First, 
one of credibility pure and simple. The French 
ttw too many promises broken in the 
1980s, and it remains to be seen ifthe renewed 
PS has abandoned the manipulative and 
treacherous legacy of the 1980s and of the 
deceased former president (and PS leader) 
Francois Mitterr^. Second, the question 
of Europe - the Maastricht single currency 
convergence criteria and the post- 


oonvecgence austerity-thiven Stability Pact 
- will play an overriding role in determining 
government policy. 

Lest one forget, it was a PS government 
that signed the Maastricht Treaty in late 
1991 andcampaignedstfidentlyforthe'yes' 
side in the referendum on Maastticht in late 
1992. Progressive economic measures run 
the risk of being sacrificed on the altar of 
the single currency, since it is difficult to 
see how these measures can be implemented 
without increasing the public deficit in the 
short term." 

Signs in this department are less than 
encouraging, following Jospin's renewed 
acceptance of the convagence criteria and 
the single currency Stability Pact at the 
Amsterdam summit of EU states in mid- 
June. Similarly, the PS has already betrayed 
what the electorate had understood was a 
promise to prevem the modem Renault auto 
plant at Vilvoord in Belgium from closing 
down. Since the French state holds 46 per 
centof Renault shares, ihegovcmmentcould 
have vetoed the decision to close. In refusing 
to do so, prime minister Jospin argued that 
France no longer lived in an era of 'state- 
administered' economies." 

Meanwhile, the government is carrying 
out an audit of public finances, whose results 
will be released on July 21. Public opinion 
is being prepared for a worse deficit than 
the outgoing government was willing to 
admit The new government might use this 
as a cue to abandon much of its progressive 
economic agenda in its September budget 
address." 

The French delegation to Amsterdam did 
provoke a mini-crisis, however, by 
threatening not to endorse the Stability Pact 
andonly did so when agreement was reached 
on the addition of a ciause on job creation, 
on the holding of a jobs summit in the 
autumn and on the establishment of a political 
counterweight to the European Central 
Bank." 

Slim pickings, to be sure. But the mini¬ 
crisis revealed differences within the PS 
itself, not to mention the critical stance of 
its PCF and Green allies. It also focused 
attention on the difficulties faced by 
Chancellor Helmut Kohl's German 
government, which like France is highly 
unlikelytomeettheconvergencecriteriaand 
whose tough stand on Maastricht is 
increasingly losing gmind to the trade unions, 
the opposition social democrats and public 
opinion in general. '* 

Kohl has been left with little room for 
manoeuvre. On the one hand, thereis growing 
opposition within the population to the single 
currency. This opposition comes in both 
progtessiveand chauvinist hues. On the other, 
there is the unrelenting monetarist orthodoxy 
of the German central bank and financiid 
circles.'* 


Oetmany and Pimee haveenteteda period 
of ruling crises and im^or sfiowdowM, of 
die type Britain went through in the late 
1970s and early 1960s. Strict respect for the 
criteria Is virtually impouttile In th6 two key 
European Union (BU)countties and is rapitfly 
losing favour with public opinion. Coupled 
with the defeat of Chirac anid the Right, this 
makes for a window of opportunity for the 
Left government in Pranrx. 

Will it seize this opportunity? Only time 
and the unfolding political and social 
struggles will tell, llie trade unions and 
social movements have already declared that 
there will be no honeymoon with the new 
PS government. A rally of more than 70 
thousand people was held in Paris on June 
10 (at the same time as another large rally 
in Bonn) to demand action on unemploy¬ 
ment." The PCF has launched a ‘citizens 
fonims' initiative - hundreds of grass roots 
committees throughout the country that could 
be another vehicle for mobilising the 
population to force die government to keep 
its promises.** 

The European dimension will be crucial 
for creating a better relationship of forces 
for the Left in each country. Protests against 
the closing of the Renault car plant in 
Vilvoord, Belgium marked a staning point 
for cross-border organising, as did the pan- 
European march for jobs that descctided 
from all comen of Europe on Amsterdam 
during the EU summit. 'The declaration of 
331 progressive European economists against 
the EMU, published in newspapers across 
Europe on June 12, is also a step In the right 
direction.*' 

For all their dynamism and combativeness, 
however, the forces of protest and resistance 
in post-199S France are ideologically and 
organi.sationally fragmented and have not 
rallied around any common political project 
to the left of the PS. 

The PCF has only benefited slightly from 
the new climate (consolidating its electorate 
at just under 10 percent and increasing its 
seat total from 23 to 38), thanks to its central 
involvement in recent struggles and changes 
in its image and political practice. Yet the 
PCF seems unable to snap decisively out of 
the electoral stagnation and decline that have 
plagued it over the last 20-odd years.** 
Try as it might, it will continue to have 
great difficulties nuking inroads on its own 
as a credible political alternative in the new 
trade union and social movement sectors and 
among youth. This is in part a result of the 
collapse of Die ‘socialist bloc', in part due 
to the decline of sectors of the economy 
where its working class base was strongest 
and most effective, in part a result of the 
suspicion with which it is viewed due to its 
former bureaucratic practices, and in part a 
function of its own internal divisions and 
lack of clarity. 
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wre appetr to be tbne lAain ciumtt* in 
PCP. The nutiotity, around new leader 
nt Hue, warns to modernise the party’s 
[e and has opened it up to exchanges 
forces to its ieft and to its right This 
tct includes frequent vague references 
-ansfonning’ the party and “going to die 
ens”. It has changed the party’s stance 
y issues such as immigration, bringing 
ore in line with the demands of grass 
' movements. Hue himself has 
^aken a critical review of the party’s 
The majority's attitude toward the PS 
nbiguous - conditioned as much by a 
e to govern along with it as by principled 
ical mistrust, fear of being cut off from 
wn base and of losing further electoral 
nd to the PS. 

second current can be described as the 
servative old guard’ and has a hostile 
ide to other forces on the left. Its loyal ties 
vith former leader Georges Marchais. 
ird, known as the Refondateurs and 
j primarily in the Marseilles region, has 
^rthest towards recognising the need 
new “radical pole’’ in French politics 
: left of the PS and with direct links 
: social movements.^' 
r now, all three currents retain an 
iding loyalty to the PCF. Despite the 
’s internal divisions, there have been 
gnificant defections thus far into the 
iberat orbit of western European social 
icracy and the centre-left, 
is contrasts with the situation in 
ibouring countries, and makes the PCF 
whole a central player in the creation 
genuine left alternative in the country. 

- new political landscape, the parly has 
to balance ministerial participation in 
S government with a call to its base 
ie population at large to mobilise and 
n vigilant. Ifthe new government strays 
itther from its election promises, it will 
7 difficult for the PCF to maintain such 
proach without sharpening divisions 
1 its own ranks, falling further into the 
of the PS and discrediting itself in the 
of the population. This difficult test 
come sooner than expected, and will 
eto provoke tremendous soul-seurching 

I a PCF on whom the very survival of 
S government depends. 

for the Greens, they sacrificed a good 
of their political independence in 
inge for an electoral agreement with the 
at brought them four scats. With this 
:al "debt” to the PS and their modest 

II election results (less than four per 
it will be difficult to resist pressures 

mprumisc with the new govemment.^^ 
the end of the day, the task of forging 
dusive radical political alternative for 
d-minded sectors remains an urgent 
to force the PS government’s hand and 
pare for eventual disappointment and 


the turhiilence that followi. The PCP, the 
left of the PS, the Greens and points left - 
alongside the social movements, unions and 
left-wing currents in academia - all have a 
pivotal role to play in this regard.’’ 

Let there be no mistake. If the progressive 
dynamic of the past one and a half years is 
broken by some combination of PS betrayal 
and unfavorable political and economic 
circumstances, in present conditimis it will 
not be the critical Left that gains the upper 
hand.” Put another way, if the new 
government cannot significantly reduce 
unemployment while preserving the 
population’s social and democratic rights, 
the door will be left wide open for the worst 
elements in French political life - purveyors 
of a poisonous brew of mean-spirited neo- 
liberalism, xenophobic stupidity and baton- 
wielding authoritarianism.” 

The political Right may well beindisarray 
and smarting from a well-deserved defeat at 
the polls. For the moment, the ‘left’ (in the 
person of Philippe Seguin) has taken over 
the leadership of the RPR, much to presidem 
Chirac'sdismay.” However,the initial signs 
of a rightward realignment can already be 
detected, with the rank and file and some 
leaders of the main right-wing patties already 
pleading openly fordosercollaboration with 
the neo-fascist FN. The math is not very 
difficult; together, the Right and far-Right 
won a slight majority of the popular vote 
in the elections and the lack of a stand-down 
agreement between the two camps probably 
cost them 40 seats. Forty seats with which 
they would now be back in power.” 

As for the FN. there can be no doubt that 
it has dug itself in for the long haul on a 
national level. It increasingly sets its sights 
on taking power, alone or in alliance with 
major splits it expects from the traditional 
Right. It takes one municipal government 
after another in the south of the country and 
is only kept out of partiamem (it has one seat 
now) by an undemocratic voting system that 
works against it - for the time being. Further, 
it has learned the lesson of December 1995, 
and has turned its attention to setting up FN 
trade unions and soup kitchens in order to 
boost its "social” image. 

Much of the FN vote can no longer be 
described as a mere ‘protest’ vote, but rather 
as a vote 'for' the party’s brand of radical 
xenophobic and authoritarian populism. It 
now has real roots in the urban, working 
class areas where it does best.'" Within the 
FN itself, a realignment is underway. Long¬ 
time leader Jean-Marie Le Pen is losing 
ground to a slicker and politically more 
astute wing around California-educated 
Bruno Megret. Megret wants to take full 
advantage of the crisis in the mainstream 
Right, while not abandoning for a momem 
the most extreme elements of the FN 
programme and ideology. It expects to test 


this strategy >n key Left-controlled anas in 
regional elections to be held in 1998.” 

The Left victory in France it a defeat for 
the Ri^ and the neo-Kberal prqjecL It creates 
real opportunities for those seeking a 
progre^ve response to the chailengcs of 
capitalist globalisation and restnictiiring, in 
the European Union and beyond. Failiire, 
however, could pave the way for a defeat 
of historic proportions. 

Notes 

1 ‘Ud ‘nouvel elan’ de facade', (Jeao-Mkhei 
Thenard, Ltberalum, April 22. 1997). 

2 Ever the shameless champion of neo- 
liberaliim. The Economist saw a Right 
victory as “a chance over the next five 
yean to shove the coantry irreveniMy 
along the path to reform.” ‘TZhiiac and 
Juppe hope for change,” {The Economist, 
May 24, 1997). The following week, the 
publication expressed its dismay over riist- 
round result in “Those mutinous 
French,”(71te Economist, Msy 31, 1997). 

3 Honest neo-liberal commentaton now say 
there is no economic jusuficatioii for the 
rapid creation of the single currency as 
such. Rather, the ‘external coottraint’ of 
the Maastricht criteria (and now the 
.Stability Pact) have become a much-needed 
pretext for national governments and 
corporate secton unable to use the normal 
democratic channels to win domestic public 
opinion ovcrio their regressive programme 
of austerity and restiucluring. For a 
summary of the views of neo-liberal 
maverick Elie Cohen, see ‘Dans I'cuui de 
I'euro'. (Bernard Cassen, Lt Monde 
Diplomatique, May 1997). 

4 The institutions of the Fifth Republic 
concentrate tremendous power in the hands 
of the president. Chirac's dissolution was 
widely criticised as an unpr ece d e nted abuse 
of these powers. “Le bon plaisir”, (Jean- 
Michel Colombani, Le Monde. A|>ril 23, 
1997). 

5 ‘Jacques Chirac lenie de imablir son aulorilB 
sur lu partis de dtoile', (Le Monde, July 3, 
1997). Chirac's levea-year man dsl r «ndt iu 
Ihe year2002. The 1995presidential c i lB | ) i iy i 
created a tiemendous amoM of bad blood 
within the Right. Chirac adopted a ‘social*, 
more uaditionally Cauliisi image to omflank 
the frontrunning rightist candfaialf for the 
post, the more explicitly neo-libersl Eduard 
Balladur, who served as prime minister 
between 1993 and 1995. 

6 See ‘December 1995: the fiisi revolt agaiast 
globalisation'. (Ragho Ktisfanaa, MantUy 
RfMew, vol 48. May 1996). 

7 ‘D’un deoerobte a I’aatie". (Daniel Beaiaid, 
Le Monde, December 13. 1996). 

8 'La RepuMique. I’exmiae draite el nous*. 
(Geiard Noiiiel. te ifiiMfe. Mwch 12.1997). 

9 Thcro are three stages in the nco-libenl 
project; flnL the liberalisalimi of capital 
and commodity flows; second, the 
privatiution of state-owned companies: 
third, drastic cuts to social security and 
labour-market regalaiioas. Frnaca. 
Germany and much ^ coMineatal waiten 
Europe are seen as being‘stack* innwfceia 
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between the second and third staget. This 
has provoked the ire of the OECD and the 
World Economic Forum. See “L'Burope 
continentale de nouveau epinglee pour les 
rigidiles de son marche de travail”, 
(Francoise Lazare, Le Monde, May 23, 
1997); and ”Les fauxses vertus du 
liberalisme en Europe, (Yves Dutrieu, Le 
Monde, April 29, 1997). 

10 ‘Le ‘cenltisme radical' de Tony Blair’, 
(Philippe Marliere, Le Monde, May 6,1997); 
‘Lionel Joapin el Tony Blair, deux gauches 
pour I'Europe’, (Olivier Schneid, Liberation, 
June 7, 1997); and 'Strategie della rosa', 
(Raffoella Menichini, II Manifesto, June 7, 
1997). 

11 ‘Changeonsd’avenir,changeonsdetnajorite: 
nosengagetnents pour la France’, (PS elation 
prognuiune, Le Monde, May 3, 1997). 

12 ‘1,68 principaux points de la dedaralion du 
Premier minislte Lionel Jospin’, (Agence 
Fiance Presac, June 19, 1997). 

13 Thenewpolicywillbeieleasedintheautumn. 
The new minister of (he interior, Jean-Pierre 
Qievcnement, has said it will be “firm but 
generous”. He is hostile to the letter and spirit 
of the Pasqua and Debre laws, is against 
expulsions, and wants Islam to acquire some 
type of official status, of the kind Christia¬ 
nity and Judaism currently enjoy. 
”M Chevenement: pour une ’politique 
republicaine”’. interviewed by Philippe 
Bernard and Nathaniel Herzbeig. (Le Mon^, 
June 26,1997). In the meantime, the national 
pohoe force’s (CRS) favorite sportof attacking 
protesting undocumented immigrants 
continues, as do theexpulsions. “Sans-pighets; 
expulsion violente a Paris”, L 'Humanite, June 
30, 1997). 

14 Further, given the tremendous weight and 
mobility (he financia) sector has acquired, 
many wonder if any progressive economic 
measures are feasible without national and 
co-ordinated regional policies aimed at dghtly 
restricting capital movements. ‘‘(Relies 
marges de manoeuvre pour une autre 
politique?”, (Thomas Coutrot, LeMonde,May 
10, 1997). 

15 ‘RenaultfeniieVilvorde.desesperelagauche', 
(Isabelle Mandraud and Herve Nathan, 
Liberation, June 30. 1997). Renault shares 
rose 13 percent following the announcement 
of (be factory closing. 

16 ’Lionel Jospin face a un lourd deficit des 
comptes publics’, (Laurent Mauduit, Le 
Monde, June 20, 1997). 

17 ‘Amsterdam; tepactesignemaisl’emploi fait 
son entree’, (Okte Lamrani, L'J/unuwiie, June 
17, 1997). 

18 ‘UnchoncelierenequilibreinttablesurreurD’, 
(Lorraine Millot, Liberarion, June 14,1997). 

19 ‘Le bulletin de vote ne suffit pas', (R L and 
Isabelle Mandraud, Jibe/nrifl)i, June 11,1997). 

20 ‘Une initiative nadonaje des communistes’, 
statement from PCF National Bureau, 
(L'Hiananite, Juim 10. 1997). 

21 ‘E un abbaglio’, 331 economists Against the 
EMU, (11 Manifesto, June 12, 1997). 

22 ”Les communistes confonent leur influence 
mais butent sur le seuil symbolique des 
I0%”, (Ariane Chemin. Le Monde, May 27, 
1997). 

23 ‘La campagne da PCF met en concurrence 
deux ‘lignes’ tres diffetentes’, (Ariane 
Chemin, Le Monde, May 22, 1997). 


24 ‘Des deputes Verts? Pour quelle 
politique?’, (FraiKois Duval, Rouge, May 
29, 1997). Four seats also went to allies 
in otherecological parties. The charismatic 
and respected Green Party leader 
Dominique Voynet was made a minister, 
so the seat is now occupied by her non- 
Green alternate. Voynet and the party were 
initially opposed to her joining the cabinet, 
in the interests of maintaining a strong 
Green presence in the assembly. Rumour 
has it that enormous pressure was brought 
to bear by her new PS ‘allies’. 

25 A section of former PS-leaning Left 
intellectuals threw their support behind the 
l*CF in these elections, due to ongoing 
bitterness over the Mitterrand experience and 
hostility to the Socialists' pro-Maastricht 
stand. Most social movement and trade 
union leaders merely called for a vote 
against the Right, and hoped a Left victory 
would be followed by a ’June 1936 
srrenario’ in which (he population would 
go on the offensive to force the government 
to act more quickly and decisively than it 
bod planned to. See ‘Les intellectuels de 
gauche, eprouves par la fin du 
miuerrandisme. se mefient du PS’, (Ariane 
Chemin and Agathc Logeatt, Le Monde, 
May 9, 1997); and ‘A gauche du PS, on 
rmmpte sur ‘les gens' pour imposer le 
changement’, (Ariane Chemin and Michel 
Noblecourt, Le Monde, May 15, 1997). 

26 Although divided and largely stagnant in 
organisational terms, for the moment the 
for-left and critical Left remain viable 
currents with a small but real presence and 
influence in French political life. This 
contrasts with the situation in most western 
countries, and is linked to the persistent 
influence of the generation that radicalised 
during and in the decade following May 
1968. 

The critical Left is made up of small 
groups like the Red and Green Alternative 
(AREV), the Convention for a Progressive 
Alternative (CAP), and the left-Republican 
split from the PS, the Citizens Movement 
(MDC), which is led by the current minister 
of the interior Jean-Pierre Chevenement. 
The Refondateur current in the PCF can 
also be iitcluded in this category, as con 
left currents in the Green Party. 

The far-lefl is mode up of three groups of 
Trotskyist origin. Workers Struggle (LO), the 
Workers Party (in'), and the Revolutionary 
Communist League (LCR). Of the three, 
the LCR is most open to working with 
other left groups and participating in 
broader social movements. It has real roots 
in the trade union movement, especially 
in new formations like SUD, the radical 
FSU teachers federation and the ”ln 
Struggle" wing of the CFDT confederation. 
Its main public spokesperson, Alain 
Krivine, was a key figure in the May 1968 
student revolt and is well-connected to the 
various strands of the political, social 
movement and academic Left. 

LO is a curious phenomenon. Its 
candidate Arlette Laguiller polled more 
than 5 per cent in the 1995 presidential 
elections and the pony averaged 3 per cent' 
in this year’s legislative elections. How¬ 
ever, LO is extremely hostile to working 


with other groups, foliig to far 01 to boycott 

the “petty-bourgeois" and “pro-FS” 
mobilisations against racism and fhtcism 
earlier this year. When coupled with its 
highly secretive and rigid internal regime 
and its largely demagogic, “woiterist” 
attocks on the PS and PCF, this kind of 
behaviour makes it difficult to see how it 
will ever translate its electoral success into 
a serious project for building a radical left 
alternative. 

The PT is the least-known and weakest 
of the three, although it carries some weight 
in the FO trade union confederation. Like 
1-0, it is hostile to working with other 
groups and in social movements, although 
it recently compromised on its traditional 
Stalinophobia to build a demonstration 
against Maastricht with the conservative 
wing of the PCF. 

Token together, the far-left and critical 
Left scored between five and 10 per cent 
in a large number of constituencies, and 
as much as 20 per cent in a few places. 
This does not include those Refondateur 
and MDC candidates that actually won 
their seats. 

Clearly, these forces will have to 
overcome their divisions if they hope to 
influence political life in proportion to 
their collective strength and the apparent 
receptiveness of a section of the electorate. 
See ‘Une nouvelle donne politique,’ 
Christian Picquet; and “Gauche alternative, 
un espace significatir’, (Pierre Pkancois, 
Rouge, May 29, 1997). 

27 Much could be said about the explosive 
economic and social situathm in (he country. 
Corporate profits have dramatically rebounded 
since 1995, yet wealth is distributed in an 
increasingly unequal fashion, while 
unemployment, part-time employment and 
homelessness continue to grow inexorably. 
See ‘En 1996, les grandes entreprises 
francaises onl retrouve la forme’. (Martine 
Orange. Le Monde, April 19.1997); ’Plus de 
'6 millions de pauvres,’ (Nicole Pericaul, 
Liberation, June 28, 1997); and ’Chomoge: 
la maxi-hausse apres les minibaisses’, (R L, 
Liberation. July I, 1997). 

28 ‘Juppe passe la main, Seguin ottaque Jospin'. 
(Eric Acschimann and Gilles Bresson, 
liberatim, June 12, 1997). 

29 ‘.S'allierauFrontnational,lademieRtentaiion 
a droite’, (Renaud Dely and Vanessa 
Schneider, Liberation, June 19. 1997). 

30 A recent book that charts the progression of 
the FN is “Le Front national en face”, (Michel 
Soudais, FUmmarion, 1996). 

31 ‘Megret fait ses offres a la droite’, (Rcmi 
Broute, L'Hunuinite, June II, 1997). Many 
are bewildered by the FN’s deep hatred for 
president Chirac, who (heFN Juaeven accused 
of being “in the pay of French Jewiy”. This 
is linked in port to Chirac’s (largely dishonest 
and failed) attempts to embody the and-fascist 
and Bonspartist feoniRs of the GauUist legacy. 
Chirac was also (he chief architect of the 
mafu-esque world of Paris politics and city 
government contracts. Heisthereforeasymbol 
for FN leaders, whollke to portray then^ves 
as anti-corruption crusaden. If the Right gets 
the discredit^ Chirac out of the way, this will 
eliminate another obstacle to closer co¬ 
operation with the FN. 
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PERSPECTIVES 


‘The Best and the Worst of Times’ 
Rise of New Labour 

David Howell 


The outcome of the elections in Britain has provided a rare 
opportunity to reform cm obsolescent, secretive and in many ways 
undemocratic state - in many respects the best opportunity ever. This 
is the progressive face of the election, the prospect of an agenda for 
political reform which is not the monopoly of one party, but a focus 
for debate between the anti-Tory elements. 


GEORDIE PEACOCK, his mind clouded by 
rejection, defeat and drink, sits in 1987, in 
a hostel for the homeless. The face of an old 
acquaintance from the north-cast appears 
on the communal television - a Labour 
politician who spoke out once against the 
corruption of local notables, but now as a 
member of parliament, compensates for 
years of political marginality with rhetorical 
tirades against Thatcherism. The flickering 
image evokes a response in the apolitical 
Geordie; be argues with others in the hostel, 
he sets fire to his bed and he is charged 
with arson. A sub.sequent meeting with a 
psychiatrist produces a memorable exchange. 
When asked who told him to start the fire, 
Geordie replies ‘Ihc Labour Party. They tell 
people to do daft things”. He elaborates, 
“That’s why they can’t get elected. They tell 
people to (Jo daft things.” 

This response by a battered and damaged 
man encapsulates verdicts on the recent 
Labour Party held by many academics and 
more significantly by the party’s current 
leadership. The party has fail«J to win general 
elections because it has proposed daft policies 
and has included many who have done daft 
things. Geordicis, however, a fictional figure, 
one of four principal characters in Our 
Friends in the North, a British television 
series running over several weeks early in 
1996 to considerable critical acclaim. The 
timespan is from the election of the first 
WilsongovcmmcntinOctober l964,through 
to the present, and each of the protagonists 
responds to disappointments, pressures and 
opportunities in ways that are both individual 
and carry a more general social significance. 
A principled Labour Party loyalist, Mary, 
fin^ hemlf as a councilor cutting local 
authority services. Nicky, an enthusiast for 
Wilson, is repelled by municipal corruption, 
flirts with violent action, is vilified as an 
extremist Labour candidate, and then stands 
in the shadows as a successful news 
photographer. A pragmatist, Tosca, pursues 
entrepreneurial opportunities, riding the miter 
coaster of brittle achievement and 


bankruptcy. Then there is Geordie, a victim 
of Labour failure and'Hiatcherite obsessions, 
who stands bemused as his world 
disintegrates. 

This fiction reminds anyone who lived 
through those years of two fundamental 
truths. One is the gulf between 1964 and 
now. The series charts the degeneration of 
Bntish society into a world in which the 
decent and the principled are defeated by the 
slick and the unscrupulous. The motifs 
include a dog savaging an old man whilst 
its owner lixiks on. an urban adolescent dying 
at the wheel of a stolen car and imported 
London poltcemen systematically bating 
striking miners. The viciousness and 
atomisation must be remembered when 
Labour politicians effectively endorse much 
of the legacy of the years of Conservative 
dominance. The second fundamoMal point 
is that the scries restores something of the 
complexity of those decades’ politics. A 
simplistic one-dimensional view in which 
old Labour became obsolescent and was 
subverted by a left, both malicious and 
deluded is inadmissible. So is the judgment 
that this malign tendency has been replaced 
by new ‘realistic’ Labour. Victors construct 
appropriate mythical histories in which 
complexities and ambiguities are lost, and 
alternatives are hidden. 

The fictional narrative of Our Friends in 
the North has much to say about the collapse 
of apparent certainties and familiaridentities. 
Old forms of north-ca.st industry disintegrate 
in the face of international competition and 
government policy, a craftsman, Nicky’s 
father, loses his job in a shipyard, heralding 
the de-industrialisation of the 1980s. The 
mining industry is brutally destroyed. The 
better face of old Labour politics, dKent but 
sceptical, represented by Eddie the MP, loses 
its economic base. At the end of the series. 
Tyneside is presented not as a centre for 
iridustry, but as a place where Tosca the 
small businessman can hold a party on a 
pleasure boat. Heritage and leisure can be 
enjoyed by those with the resources, but not 


by Geordie who is excluded forcdiiUy by 
security men. 

One example of this metamorphosis not 
covered in tte series was football, a sport 
central to the identity of the north-east’s 
male working class for more than a century. 
Glamour in recent seasons has attached to 
Newcastle United; the present team have 
cost many millions, an investment crowned 
in the summer of 1996 by the payment of 
IS million pounds, a British reco^ for the 
striker Alan Shearer. His proclaimed identity 
was as a local hero returning home; but the 
outlay underlined that the club, like other 
leading rivals, had been transformed into a 
massive conunercial business. Scats in the 
much modernised stadium are expensive; 
sections of traditional support like Geordie 
and the boat, are excluded. 'Die “sugardaddy” 
commined to the construction of a sports 
empire is Sir John Hall, a classic 1980s 
entrepreneur of right wing opinions who 
shared an election platform with John Major 
in 1992. The transformation with its stock- 
exchange flotation has not yet been paralleled 
by success in any competition. Whatever the 
outcomes in f^ootball terms, here is a 
transformation in which identities have been 
tom from context and then exploited for 
profit through commercial ventures. The 
soccer club has metamorphasised in a world 
where many other collective identities around 
workplace and community have been 
fractured. Crude monetary power is not 
balanced by effective organisation. 

The broader complexities can be 
approached also through Our Friends in the 
North and its treatment of social and 
geographical mobility. The principal focus 
is on that postwar generation for whom 
social and educational reforms in a context 
of near full employinent seemingly ofTered 
new choices. Yet these were not straight¬ 
forward. Geordie escaped from the pit only 
to find himself in the corruption and deceit 
of London's pronography industry. Tosca 
employs wit and ruthlessness to make and 
to lose money. Nicky abaixions the prospect 
of mobility through university only to 
become a political figure who can never find 
a resting place. Mary, deprived of auniversity 
course through an unwanted pregnancy, later 
qualifies as a lawyer on achievement which 
she combines with political activism in a 
crusade which is both progressive and 
pragmatic. Through such complex bio¬ 
graphies, two features are appment. As old 
certainties crumble, questions of identity are 
difficult and sometimes threaiem'ng. And 
no political consequences easily follow. 
Responses include anger, pragmatiim and 
sdf-sedting; also alienation and patsiviiy. 
These turbulent and disturfaiiif experienc es 
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cannot be consolidated readily into genera¬ 
lisations about ‘embourgeoisetnent’ or ‘the 
underclass’. 

The emphasis on this fictional account is 
not intemM as an easy riposte to the claims 
of some social scientists and politicians. The 
fictional treatment is obviously partial; the 
choice of the north-east allow^ a focus on 
an urban working class which remained white 
so that some basic issues about identity, 
division and the limits of old Labour could 
not be posed. But the powerful treatment 
with its emphasis on choice and on loss 
suggest that one-dimensional New Labour 
portraits of the Party's past and on economic 
and social change should be rejected. 

On February 27, 1997, the Labour Party 
won aby-election in Wirral South, an affluent 
constituetKy of Merseyside commuters and 
in appearance, and on past performance, a 
safe Conservative seat. Its level of owner- 
occupation is very high, as is its general level 
of affluence. Yet the Labour Party captured 
the scat very easily - not on Conservative 
abstention, but with a sizeable increase in 
its actual and not just its percentage vote. 
In part, the outcome indicated the vulner¬ 
ability of the Conservative government, 
even in the weeks prior to a general election; 
but it also indicated the radical change in 
Labour's political identity. “Labour Means 
Business” proclaimed its union-jack deco¬ 
rated posters in Witral South; its hi-tech 
organisation constrasted with the Con¬ 
servative's pessimistic defence of a sup¬ 
posedly safe seat. It may be that Wirral South 
marks the moment whm the outcome of the 
1997 election became clear; what is certain 
is that it demonstrated the political style of 
New Labour and the distance, at least in 
public presentations, that the Party had 
travelled. Not long ago. the Labour cam¬ 
paign and success in Wirral South would 
have belonged in the realm of fantasy. Why 
the change - and how is it linked to the 
complexicies illuminated in Our Friends in 
the North"! 

Analysis can begin with the Labour Party'$ 
elector^ dilemma. One route is to highlight 
the record of failure in general elections 
since 1979. The Labour percentage in 1992 
was less than at any general election bet ween 
1945 and 1979. The number of parliamentary 
seats was affected by a better than average 
performance in some target marginals - and 
the 1992 im|Mt>vement has to be placed 
against the dreadful performatKes of 1983 
and 1987. An appreciation of the weakness 
of the party's recent general election 
performances is vital to any imderstanding 
of the momentum behind recent patty 
reforms. The poll percentages achieved in 
1983, 1987 and 1992 only have their 
equivalents in the inierwar years when 
sometimes Labour fielded significantly fewer 
candidates. The party's electoral w^ness 


was superficially and partially obscured by 
the fact that the electoral system in the 1980s 
tended to favour the party ; in 1983 just over 
one-fourth of the vote brought Labouralmost 
one-third of the British seats. But thedeclining 
number of highly marginal constituencies 
mearn that the party could hope to regain 
office only with a sizeable growth in its 
popular vote. Revival necessitated a credible 
explanation of disaster. 

One familiar response focused on short¬ 
term factors which could have been avoided. 
On this assessment, the party’s internecine 
battles after the loss of office in 1979 were 
diversionary, divisive and electorally 
damaging. ITte patty became increasingly 
and destructively introverted during the 
critical period when Thatcherite economic 
.strategy had its initial impact. The symbol 
of the disaster was the 1981 Benn-Healey 
contest for the deputy leadership with its 
employment of the new and controversial 
electoral college. The party became 
obsessively preoccupied with its own affairs 
and the contest illuminated some darker 
comers of trade union decision-making on 
political questions. The post-1979 feuding 
allegedly precipitated a split with several 
LaboAr MPs forming the Social Democratic 
Party, and millions of anti-Conservative 
voters backing the SDP and their Liberal 
allies in 1983, and to a lesser extent in 1987. 
In both elections the Conservatives could 
win massively in terms of seats, albeit with 
a slightly declining share of the popular vote 
because the party system was fragmented in 
a fa.shion unknown since the 1920s. 
Moreover, defectors explained their 
breakaway by claiming that the Labour Patty 
had shifted leftwards rendering it uneicctable; 
they supplemented this indictment by 
suggesting (hat the party was subject to 
excessive and damaging trade union 
influence. Critics cited the apportionments 
within the electoral college as evidence, 
whilst the complex relationship between 
sections of the party leadenhip and the 
national officials of the mineworken during 
the year-long coal strike provided further 
reasons for claims that La^r was unfit to 
govern. On this perspective avoidable choices 
in the early 1980s produced long-lasting 
electoral handicaps for the party which 
diminished only slowly despite the growing 
strength of a modernisation agenda under 
Neil Kinnock’s leadership. Fi^m this 
perspective the 1992 result was eloquent 
testimony to the size of the problem. A 
Conservative government with serious 
problems in presenting any serious economic 
policy was nevertheless returned to office. 

Against such short-term and essentially 
politicat expiamdtons were accounts which 
suggested that Labour's problems were much 
moredee|dy rooted. Etectofal weakness could 
be presented as having roots that long pre¬ 


dated 1979. Wilson’s reputatiott si aLabour 
Patty leader who won four out of iivedeiAioaa 
looks veiydifferou if the adverb 'deduvely' 
is inserted. Only 1966 then qualifies and this 
was followed by 1970 which marks the start 
of a decline to the nadir of 1983 with the 
exception of a limited recovoy in October 
1974. Moreover, the return to office the 
preceding February could be attributed to 
Tory miscalculation, growth in Liberal 
support and the eccentric operation of an 
electoral system with slightly more seats 
given to the party which rinished second in 
the popular vote. This track record, following 
on from Labour’s three successive electoral 
defeto in the 19S0s, led Eric Hobsbawm to 
suggest in 1978 that the party's‘predicaincnt’ 
(it was still in office!) was more than the 
outcome of short-term factors. Changes in 
social structure and loss of ideological 
direction and combined to produce stagnation 
and the threat of regression. Hobsbawm’s 
perspective initially criticised by many on 
the Left for pessimism seemed by the mid 
and late 1980s to have been too sanguine.' 

Yet the diagnosis could be given an even 
bleaker twist. Hobsbawm's thesis had 
suggested half a century’s advance from its 
foundation in 1900 culminating in the 
decisive victory of 1945, and the peak popular 
vote that accompanied loss of office in 
October 1951. Explanations for this growth 
could include employment patterns, increased 
unionisation, the widening of the franchise, 
the political socialisation of generations for 
whom the Labour Party was a credible option 
and the radicalising impact of two major 
wars. At first sight the th^is of the Forward 
March and the later decline has a persuasive 
coherence. But the Forward Match was never 


Tabu 1: Foub DmEAis 


Year 

Labour 
Party 
Percene- 
oge of 
Poll 

Perceotage 

Margin 

Behind 

Conter- 

vatives 

No of 
Labour 
Seats 

No of 
Conser¬ 
vative 
Seats 

(979 

36.9 

7.0 

268 

339 

19W 

27.6 

14.8 

209 

397 

1987 

30.8 

11.5 

229 

375 

1992 

34.4 

7.5 

271 

336 


Tabu 2: The Wilson Elbctubal Recobd 


Year Labour 

Percentage 

No of 

No of 

Party 

Margin 

Labour 

Conser- 

Percent- 

In Fram(-f) 

Setts 

vttive 

age of orBehindf-) 


Setts 

Poll 

Conser¬ 

vatives 




1964 

44.1 

40.7 

317 

304 

1966 

47.9 

46.0 

363 

253 

J970 

43.0 

-3.4 

287 

330 

1974 

(Feb) 

37.1 

-0.8 

301 

297 

1974 

(Oct) 

39.2 

4-3.4 

319 

277 



t timpte. The bitakthrough of I94S 
euitated the experience of war, in 1939 
he evidence pointed to a third succeuive 
our defeat. Links between occupation, 
le unionism, political sentimentt were 
sn complex; the solidarities of the 
(fields that gave a local base for Labour 
tks from the 1920s were not typical, 
■t fkindamentally the Labour Party has 
1 twice this century achieved dedsive 
toral victories - IMS and 1966 - and 
of these followed a war in which sections 
Britain’s traditional elite had been 
itified as at best incompetent and arguably 
total. Those victories did not provide, 
wer, the basis for prolonged periods of 
our rule. Unlike the Conservatives on 
ual occasions. Labour proved incapable 
mewing a significam dectoral success. 

ooRESsivE Allfance ako New Labour 

he history generates two reflections 
tane to recent controversies. One is the 
city of progressive parliamentary 
trities in Britain - 1906,1945 and 1966 
J out - supplemented by the two 1910 
tions when a Liberal-Labour Progressive 
ance maintained a viable majority' 
tiding the bloc of Irish Nationalist seats. 

.' far this was a potentially stable 
igement which was disrupted by the Hrsi 
d war remains a subject of historical 
'oversy. What is apparent is that 
aghouttheinterwar period British politics 
dominated by the centre-right, a 
inance that gradually crystallised in a 
servative Party symbolised by the 
:ptively ‘straightforward’ Stanley 
win. The underlying electoral coalition 
:tively maeginatised the Labour Party 
only the disruptions of another war 
'oyed this electoral hegemony, 
atheless, from 1951 and again from 
I Conservatives constructed further 
ble coalitions, able to deliver what the 
never has, working parliamentary 
irities in successive elections, 
anations should not rely on a-historical 
-actions, such as ‘tradition’ or ‘working- 
Conservatism’. Critical attention has 
paid to pivotal episodes-the pie-1914 
ressive Alliance, and the complex 
ics of the early 1920s which result^ in 
imetgence of the Conservative Party as 
tear-monopoly focus for anti-Lalmr 
ion. Similarly, the development of 
xive electoral strategies between the 
, after 1945 and from the iMe 1970s was 
n^y evidence of a timeless’Tory instinct 
tower. Such constructions were the 
ames of complex internal party debates, 
e were periods of strategic failure for 
;onservatives - certainly the years after 
.andaqai^yihbpcriodfromthedecline 
acadlKta to the ad vent of Thatcher.^ But 
pbint beyond the complexities is 


that the left's toaire of oflke has been both 
limited mat often precmkws. 

This conneett to the second conskferatioa. 
How far has the dominance of the Con¬ 
servatives resulted from an enduring and 
destructive division in theanti-Conservative 
forces? As noted above, from 1906 to 1914, 
the Conservatives were kept in opposition, 
initially through their thorough defeat at the 
1906election, but then through the openakm 
of a Progressive Alliance between Liberal 
and Labour that proved effective in both 
1910 campaigns. The Alliance brought 
together a modernised and modernising 
Liberal Party in which the pace was set by 
reformers such as Lloyd Get^e. Its achieve- 
mentsincluded the establishment ofalimited 
welfare state, the acceptance in principle of 
minimum wage standards in the c^ iothistry, 
the development of an electoral coalition 
which brought together, allegedly, the useful 
sectors of society against the parasites. Hence 
the issue of House of Lords reform which 
dominated the elections of 1910 was not 
simply a constitutional question whichdiver- 
ted attention from significant economic 
issues. The campaigning slogan. ‘Peers 
versus People’, symbolised this broader elec¬ 
toral suategy and indicated that Progressives 
were concerned with some democratisatkm 
of political institutions. Within this mobili¬ 
sation, the small group of labour memben 
offered generally reliable support. On the 
key issues, they were atone with the Liberals; 
an idet^ogical affinity undermined by the 
fact that almost all Labour members owed 
their positions to the local backing of Liberals. 
Some analysts have seen the bases of party 
choice shifting to economic and social issues 
prior to 1914, and have claimed that under 
this rubric the Prt^ressive Alliance was an 
effective electoral and governmental 
strategy.' 

'The long-term viability of the arrangement 
remains unclear. The pre-1914 electoral 
system was notable for its restricted franchise 
which limited the parliamentary vote to 
roughly three-fifths of adult males. Whetho 
the predictable reform of this system would 
affect party support whatever the context in 
which the reform was enacted, remains 
unclear. The Progressive Alliance moreover 
contained many tensions. Some Liberals 
remained sceptical about the interventionist 
strategies of their government; in municipal 
politics Liberals sometimes made deals with 
the Gmservatives against Lidioiirinleiiopers. 
Equally several within the Labour Paity were 
suspicious of a close relatioositip with the 
Liberal government, and sougitt a more 
expansive electoral strategy, even at the risk 
of jeopardising Ldiour’s existing parlia¬ 
mentary positkm. The widespread imhistrial 
militancy of the period between 1910 and 
1914 was associated with a massive growth 
in trade union membenhip, and arguably 


with some strengthening of data identity. 
The consequence of this for Labour poiitiad 
support reinains obscure. In the disputes, Ok 
L iberal administratioa sometimes seemed 
coercive; on the other occasions its condliap 
tioo arguably strengthened the poaitioa of 
individual tiwle unions. 

Characterisations of the Progressive 
Alliance are difncult but impntant. not least 
because tome commeiitators have made 
parallels between the Edwanfian Liberds 
and Blair’s Ldxxir Party. Probably the most 
that Labour strategisu expected prior to 1914 
was someremakingof theProgi^veforces 
with Labour elements acquiring more weight 
but Progressivism cominuing to involve an 
alliance between separate and inde p endent 
political organisations. Instead, the political 
consequences of the war - Liberal divisioo, 
a furtha growth in trade union membership, 
the recrmstruction of the Lribour Party, the 
extension of the franchise - combined to 
produce a scenario in which Ldioir leaders 
could advocate the consolidation of all fto- 
gressive elements under the au^tices of the 
Labour Party. The complex party conqietition 
of the 1920s produced not just two minMity 
Labour administrations, but a situation where 
the Labour Party was clearly the second - 
but only the sec^ - party, lu basis in the 
coalfields and in some otlm well unionifed 
sectors gave it durability but the patty found 
expansion beyond this core difficuk, parti¬ 
cularly from 193l,whenelectoralcanipeti- 
tion became for several decades a two hone 
race. 

The crucial problem was that the Labortr 
Party failed to achieve the social and 
geographically width of support attained by 
the Progressive Alliance before 1914. Only 
in 1945 and in 1966 did the patty achieve 
significant majonties-theonly twooc cash ms 
on which Labour has won a mtdority of 
English constituencies. Some explanarinni 
for this record focus on the in adapiac y of 
the Labour Patty as an insinimcni for nttgraa- 
sive politics, suggesting that the Hnk with 
the tnule unions has limited botit el e cto ral 
appeal and effective policy-making. It may 
well be the case that perceptioru of tiiia 
relationship have been an obstadetosectioM 
of the’liberal’whHeooliarelectotareoalBits- 
lently backing the Labour Party. Yet andi 
a limitation requires analysis not just of the 
political cultine of the Labour PHty bra tfao 
of the political priorities of theae nctioai of 
the eiectorale. What happened 10 the Lftienl 
vote between the wan is a crucial deoMoi 
in any explnnatian of an emergiag paify 
syitemdorninaledbyBaldwiniteCQiiserva- 
tism. Similarty, the vidssiiudes of the dtinl 
party vote after 1979, and the complex om- 
sequences for the strengths of the lm|er^ 
parties, ire critical ID any underMHdbiynf 
the dectoral ne hie vem em of ThaneiM*a 
patty. Beyond the assessment dr Litair « 
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an inadequate Pmgnssiw insovm&H, there 
sometimes stands a claim that the emergence 

of the party as the dtiminant anti-Omscrvati ve 
Party was a hjjihly contingent matter. Here 
was no natural Forwand March, but the 
destruction ofa more appropriate Progressive 
Alliance in favour of a party flawed by a 
narrow class base and utopian socialist 
rhetoric - and sometimes fantasies. The 
consequence of such a reading is a belief that 
effective anti-Conservative politics 
necessitates either the teform of the Labour 
Party or its replacement. If the failed SDP 
agenda was one response, clearly the internal 
reform of Labour reaching a culmination 
under Blair marks the second. Each enterprise 
can be seen as an attempt to remake the anti- 
Conservative side of British politics in a 
fashion that confronts Labour’s alleged 
limitations as heir to the Progressi ve mantle.'* 
Whatever the diagnosis, for any Labour 
politician concerned with electoral 
eTTecii veness, the 1983 disaster indicated an 
unacceptable situation. Successive leaders 
sought tochang'c policies and to reform party 
institutions in ways that would hopefully 
generate electoral benefits. Neil Kinnock 
and subsequently John Smith soughtchange.s 
that acknowledged much of the party’s 
established culture and which implied that 
a modernised patty would be credible as the 
most encctive instrument for Progressive 
policies. The development of the reform 
agenda was affeaed by the distribution of 
factional resources within the party’s key 
institutions and also by the cumulative impact 
of electoral experience. Even prior to the 
1983 election, the strength of the Left on the 
patty’s National Executive Committee had 
been eroded, and subsequently the left split 
between a diminishing group opposed to all 
or most of the changes and a section prepared 
initially to back Kinnock as a leader with 
a left of centre reputation, and then to support 
changes with varying degrees of enthusiasm 
and resignation. Moreover the reform process 
at first tegun hesitantly was given impetus 
as the optimism engendered through by- 
election gains was dispelled in the general 
election defeats of 1987 and 1992. 

Within this development Tony Blair has 
been presented frequently as a new kind of 
Labour leader, lacking immersion in the 
party’s established culture and therefore 
prepared to challenge conventions in the 
cause of electoral victory. His iconoclasm 
in a party sense has bem abetted by the 
growing belief that one lesson of four succes¬ 
sive election defeats must be such a thorough 
revisionism. Certainly there are past parallels. 
Hugh Gaitskell, after the 1959 defeat, 
attempted to revise Clause Four- the party’s 
constitutional commitment to public owner¬ 
ship. Yet Gaitskell's apparently radical 
revisionism still remained within a broader 
context of respect for the party’s established 


procedures and rhetoric. In contresf, Blair’s 
revisionism including the targeting ofCSauae 
Four was much less diplomatic; and in a very 
different political context Blair s successful 
removal of Clause Four contrasted with 
Gaitskell's failure.* 

Blair’s arrival os leader was the conse¬ 
quence of an unexpected tragedy - the death 
of John Smith. This unexpectedness should 
be emphasised in order to qualify the easy 
image of a modernisation project that pro¬ 
mises to reach a natural culmination in the 
electoral victory of a Blair-led New Labour 
Party. In some obvious senses Blair is an 
unusual politician to become Labour Party 
leader - the son of an upwardly mobile 
Conservative father, educated at an Edin¬ 
burgh public .school, Fettes and then at 
Oxford. His subsequent political identity 
owed nothing to any family tradition of left 
politics. This absence he shared with at least 
two of his predecessors. Attlee and Gaitskell, 
whose educations also combined public 
school and Oxford. Yet each of the earlier 
leaders seem to have made a significant 
principled commitment to socialism and the 
labour movement. Attlee’s involvement in 
social work in the East End was followed 
by his membership of the ILP; Gaitskell was 
influenced by the general strike of 1926 and 
by the example of G D H Cole, one of his 
undergraduate tutors. Blair appears to have 
cro.ssed no such political Rubicon. His bio¬ 
graphers note an interest in ethical socialism 
from hi.s student years, but his initial involve¬ 
ment in London Labourpoliticscameduring 
the Callaghan government. His response to 
that administration's problems was not the 
frequent shift to the left found amongst 
activists and increasingly central in those 
years to the party’s culture. Instead Blair, 
although critical of the govemment'seaution, 
was vigorously anti the left as symbolised 
by Tony Benn. As the Bennite left began to 
divide from 1981, Blair began to make 
common cause at local level with disillu¬ 
sioned former Bennites. 

His first significant involvement in national 
politics was as a by-election candidate in the 
Ultra-Conservative Beaconsficid constitu¬ 
ency in 1982. The Labour Party was divided 
nationally; the Liberal-Social Democratic 
partnership had made some sensational 
electoral gains; Conservative support had 
strengthened as a result of the war with 
Argentina. The fact that Blair as candidate 
distanced himself from Benn was significant; 
nevertheless he endorsed with slight qualifi¬ 
cations the official party positions on 
withdrawal'from the European Community 
and on unilateral nuclear disarmament. His 
campaign was seen widely as highly com¬ 
petent; and attempt to make the best of a very 
difflcult situation. The extent of the difficulty 
was revealed on election night, a third place 
with just 10 per cent of the vote. 


At this point, Blair rajghl taw vaniiiM 
back into obscurity. Many would-be 

parliamentarians fight hopeless 
cooMtituencies in the hope that honourable 
defeat may lead to something better, but 
often the winnaWe seat never materialises. 
Pbst-Beaconsfield, Blair'seiectoralprospects 
seemed difficult. The party was expected to 
perform badly at the next general election. 
Adoption in a supposedly marginal seat was 
no b^s for victory. The most comprehensive 
redrawing of constituency boundaries since 
1918 obscured the prospects in individual 
seats and by reflecting increased 
suburbanisation and the southward shift of 
po|Milation, weakened Labour’s position ya 
further. Winnable openings were sparse and 
Blair’s political stance made him unattractive 
to Constituency Parties. 

Yet in June 1983 Blair won the safe 
constituency of Scdgefield in County Durham 
at a time when other hopefuls, often on the 
party'sleft. were failing, and some established 
parliaraentarians-most notably Benn-were 
losing their seats. Blair's success seemed 
incredible - a month before the election he 
was virtually unknown in Scdgefield. He 
obtained two last minute nominations, but 
was originally not short listed by the 
Scdgefield party executive. The party’s 
general management committee, the body 
charged with selecting the candidate, first 
added him to the shortlist, and then selected 
him from the list of seven on the fifth ballot. 

Such a bald description offers no 
. explanation, other than chance. Similarly 
any image of Scdgefield Party members 
attracted by Ihc talent of a London-based 
barrister and selecting a potential star is 
nai ve. Blair's .success has to be placed in the 
context of North Eastern Labour politics 
with its tradition of right-wing machine 
politics - the world of Our Friends in the 
North. He had courted the regional leader 
of the Transport and Genera) Workers Union 
who was unhappy about Ihc politics of his 
own union’s Sedgefield nominee, Les 
Huckfield, whom the official regarded as a 
left wing carpet bagger. At the Selection 
ConfereiKc Blair emerged as the candidate 
most likely to block Huckfield, a strategy 
aided by the planting of questions designed 
to expose Huckfield’s politics. The regional 
Transport and General Workers leader relied 
on traditional North Eastern sympathy for 
the Labour Right. 

Theordinary people in the Durham area were 
opposed to Tony Bean’s policies. We bad 
to get Huckfield to come over quite clearly 
as supporting the same policies as Benn - 
to ensure Huckfield could be seen for what 
he was.* 

So Blair took a decisive step as the 
beneficiary of what would be characterised 
subsequently as an old style Labour politics 
with resources employed unsentimentally 



tor Mclknal advantage aod the u»e of insider 
networks that went well beyond the fonnally 
political. 

necharactaisathnoftiiechmgts within 
the Labour Party under Blair's leadership 
remaiiu a subject of debate. Some would 
stress the continuities, and insist that reform 
of party oiganisatiotis, policy and broader 
party culture began under Neil Kinnock's 
leadmhip in the mid-1980s. On this inter¬ 
pretation, it has been carried forward subject 
to the changing resources of leadership 
groups, perceptions of the electoral challenge, 
and shifts in the wider political environment. 
On this account the Blair leadership has built 
on earlier reforms, the task made more radical 
but perhaps easier because of the shock of 
the 1992 defeat Against the emphases on 
continuities sunds the claim that the Blair 
project has meant qualitative changes - that 
this really is, as the leadership persistently 
claim - 'New Labour'.’’ 

Within a broader historical perspective the 
Blair strategy is sometimes compared with 
and connected to the leadership agenda of 
Hugh Gaiiskell. In some ways the parallels 
seem plausible. Both leaders were products 
of public schools and Oxford, and were 
identified clearly with factions within the 
Party. They each had to deal with a major 
electoral challenge. In 19S9 Gaitskell led the 
Patty to its third successive electoral defeat. 
‘Must Labour Lose?' was the question 
heading oik post-mortem. Gaitskell faced 
the early signs that Labour's alleged Forward 
March had encountered problems; some 
explanations focused on changing patterns 
of working-class consumption, transfoimed 
social expectations and the consequential 
corrosive effects on political identities. Some 
diagnoses from within the party emphasised 
the alleged electoral unpopularity of public 
ownership, and the supposed handicap of the 
patty’s link with the major unions. The 
parallels with Labour's post-mortems after 
successive defeats in the 1980s and 1990s 
seem apparent. 

Gaitskell responded to the 1959 defeat 
with an abortive and divisive attempt to 
replace Clause I V(4) of the Patty Constitution 
- the commitment to public ownership 
originally introduced in 1918. and amended 
in 1929. 

Standing, as it dues on its own. this cannot 
possibly be regarded as adequate. It lays us 
open to continual misrepresentation. h implies 
that the only precise object we have is 
nationalisation, whereas in fact we have many 
other Socialist objectives. It implies that \ye 
propose to nationalise everything, but do 
we? Everything? - the whole of light industry, 
the whole of agriculture, all the shops - every 
liule pub and garage? Of course not. Wehave 
long ago come to accept...for the forseeable 
future, at least in some form, a mixed 
economy...' 

Blair, after raising the issue at the 1994 


party confeieiKe, similarly justified the 
proposed revision. The 1918 commitment 
did not allow for the objective of a mixed 
economy; it was a source of di vision within 
the party since the professional otqective 
would never be achieved and this inevitably 
fuelled accusations of betrayal. Moreover, 
in words that echoed Gaitskcil's, public 
ownership was only a means towards the 
realisation of ethical principles, to be used 
or not depending on the merits of specific 
insUnces. Behind these arguments, as for 
Gaitskell, there was a concern with electoral 
consequences that as long as the Clause 
remained, so did the risk of electoral 
misrepresentation. 

Gaitskell's project ran into opposition not 
just from the party Left, but also from those 
whoconsider^ the tactic needlessly divisive. 
Who, after all, had heard of Clause 4 until 
the party leader raised the question? 
Moreover, there were many within the Fany 
who were normally Gaitskell's supporters 
against the Left who felt that the leader had 
challenged a symbol central to the party’s 
identity. Such concern was buttressed by the 
fact that many trade unions contained 
commitmerns within their own rule books 
which were similar in aspiration to Clause 
4. The leader’s failure in 1959-1960 was 
essentially because he found himself at odds 
with the political identity of what one scholar, 
Sam Beer, has called the Socialist Genera¬ 
tion.* From broadly 1918 to the 1950s, 
Labour's polilical idcMity was centred around 
a ’conception of socialism that prioritised 
economic and social issues. Within this 
agenda there was a belief, sharpened after 
the debacle of 1931, that a Labour government 
would embark on the development of a 
significant public sector that would mark the 
early steps in an episodic transition from 
capitalism to socialism. 

The Attlee government, having carried out 
this programme, faced a major problem of 
identity. From around 1948 i^y strategists 
began to divide as to whether the future 
agenda should offer more public ownership 
proposals or seek to consolidate what had 
already been achieved. Disputes over direc¬ 
tion were bitter and were coniemporaneoub 
with the early signs of eiectoral difficulty. 
Yet most involved in the disputes continued 
to believe at some level that the task of tlic 
Party was to construct a socialist society and 
lhai in that task, public ownership had a 
critical part to play. 

Gaitskell and his close associates differed 
from that vision. Theiraltemative Revisionist 
view was articulated most thorou^ly by 
Tony Crosland in his 1956 text The Future 
of Sialism.'* This position rejected any 
notion of episodic transformation. Socialist 
politics was about the realisation of 
appropriateeihical values. The type of mixed 
economy, which seemed to ^ relatively 


sMsIein I9SOs,couldippcarasaai|>pra|inMe 
basis, the pumrit of socialist values required 
a variety of strategies. For Crosland, oik 
vital and hitherto undervalued approach was 
through educational reform. Although the 
position could claim some legitimacy within 
the party, both in terms of the Attlee 
government practice and such texts as Evan 
Durbin's The Politics of Democratic 
Socialism," it was clearly at odds with the 
expectations of the Socialist Generation. 
From this standpoim Blair's victory on the 
Cause 4 issue in April 1995 could be seen 
as the successful achievement of what 
Gaitskell had failed quixotically to attain 35 
years earlier. 

Nevertheless such a judgment would be 
mistaken. Any attempt to trace a line of 
Revisionist legitimacy from Gaitskell to Blair 
is problematic. Those who saw themselves 
as the hein to Gaitskell reconciled themselves 
in diverse ways and to varying degrees, to 
the leaderships that followed his tmexpected 
death. One line of disetKhantment ran through 
increasing isolation to the formation of the 
.Social Democratic Party in 1981; some of 
those involved in this breakaway had been 
central to the Caitskellite factional 
organisation, the Campaign for Democratic 
Socialism in the eariy 1960s.'’ But many 
thorough Gaitskelliies remained committed 
to the Labour Party as an instruinent in the 
early 1980s, whilst often distancing them- 
sel ves from specific policies. Any suggestion 
that there existed a tendency within the party 
which became alienatedfromtheearly 1960s, 
some of whose adherents eventually left the 
party, but which has now been reconciled 
!o varying degrees, is to drastically over¬ 
simplify. In part the oversimplification 
neglects the degree to which beyond rhetoric 
and style, the party under Wilson and 
Callaghan, increasingly under Xinnock and 
certainly under Smith, was comptfibk with 
much of Gaitskeilite politics. But above all 
any argument that simply links Blair to 
Gaitskell neglects the major political 
differences. 

Whilst it is important to understand the 
degree to which Gaitskeilite Revisknism 
marked a potential breach with the politics 
of the Socialist Generation, the continuitiet 
remained significant. Gaitskell and his doaei 
allies believed in economic planning, and the 
maintenance of an efficient public sector. 
They were optimistic about the long-lenn 
viaMlity of a mixed economy that could 
reconcile efficiency and humanity. Some of 
this optimism came from their endorsement 
of a Keynesian economics that at once 
threatened the assumptions of the Sodahat 
Generation, and yet seemed to guarantee a* 
economic environment in which tome 
socialist aspirations might be ptnued. For 
Gaitskell and for Crosland. one ftmdineMal 
concent was with equality of opponunity 


Sconontic and Political Weekly July 12, 1997 


1701 





allied to the avoidance of excessive 
inetjiialities of wealth. This seemed a prime 
socialist objecti ve which could be add re ssed 
meaningfully with a mixed economy. 

A reading of The future of Socialism 
involves a visit to a distant age before the 
erosion of Britain’s post-war settlement under 
Wilson, Heath and Callaghan, before the re- 
emeigence from the margin of economic 
liberalism and before the triumphs of 
Thatcher. One response within the Labour 
Patty to this escalating crisis was to shift to 
the Left. The electoral failure of this strategy 
atxl the fragmentation from the early 1980s 
of the Labour Left helped to prepare the 
ground for a radically different denouemenL 
Down to 1992, the self-conscious moderni¬ 
sation of the patty nevertheless retained many 
elements of older outlooks, not least in the 
view that taxation strategies were an essential 
eleirreni in any policy of worthwhile public 
expenditure. Now these ‘relics’ have been 
virtually exorcised. Only the tax on the 
windfall profits of private utilities survived 
in Labour’s 1997 election manifesto as one 
footprint of the fotmo’ party. Elsewhere the 
patty was committed to caution on taxation 
and expenditure. Its leader acknowledged 
that some goverrunent policies since 1979 
should not be reversed. Where Gaitskell and 
his allies had commmded an effective public 
sector Blair's party responded to the 
privatisation and grotesque fragmentation of 
the tail way system by accepting this outcome. 
Above all, in a society marked by increasing 
and deliberately engineered economic 
inequalities. Labour’s leadership evinced no 
outrage and offered no policies to reverse 
the situation. The contrast with Gaitskell’s 
leadership in this respect could be hardly 
more acute. Labour’s official position by the 
mid-1990s blurred two very distinct 
propositions. ’The constraints on radical 
change resulting from 18 years of Con¬ 
servative government and tom the inter¬ 
national context within which the British 
economyoperated were severe. Any credible 
patty prospectus has to acknowledge this; 
but such an acknowledgement should be 
separated tom claims about desirability. All 
too often the Blair leadership gave the 
impression that the manifest inequalities 
within British society were really not that 
significant. To see such politics in substance 
orpresentationallyasa 1990s de s cen d ant of 
Gaitskellite Revisionism is to fail to grasp 
some radical changes. 

Labour and the Unions 

Nowhere was the change mote apparem 
than in the party’s relationship with the trade 
unions. The alleged electoral shortcomings 
of this relationship had been raised by the 
few in the aftermath of the 1959 defeat, but 
nothing had followed from this assessment 
The relationship between Labour politicians 


and the leadership of the major affiliated 
trade unions was never one of simple 
domination in either direction. The records 
of the Wilson and Callaghan administration 
and the consequent 'post-mortems’ in 
opposition inevit^y involved renegotiations 
of the relationship. After 1979, a further 
dimension was added as the Conservative 
government embarked on successive initia¬ 
tives to restrict trade union powers, the 
cumulative effect was to make the British 
trade union movement the subject of the 
most draconian legislation in western Europe. 
Inevitably the question arose as to the extent 
to which an incoming Labour government 
would revise this senlement. Gradually the 
commitment to repeal withered: by 1992, the 
patty was writing off some of its own past. 
There will be a fair framework of law for 
both employers and unions. There will be no 
leiiirn to the trade union legislation of the 
1970s. Ballots before strikes and for union 
elections will slay. There will be no mass 
or flying pickets.'^ 

But this attempt to remove what was seen 
by some as the negative electoral legacy of 
the Winter of Discontent and the ministers’ 
strike was not followed by electoral success. 

The 1992 post-mortem involved the 
emergence of a unique tendeiKy in the history 
of the Labour Party - a claim that the union 
link was electorally harmful led to a 
suggestion that the connection be severed. 
The formal expression would be a party 
structure in which memboship and represen¬ 
tation were based on individuals. The 
evidence on which the claim of an electoral 
handicap was based was contentious; the 
advocates of such a divorce were clearly 
few. But inevitably the fact that the possibility 
was touted conditioned subsequent debates 
about party reform initially under John 
Smith’s leadership but with Blair pushing 
for more rather than less change. 

A party review group considered the 
relationship during 1992-93. Its members 
suggested that the connection carried positi ve 
benefits for the party, guaranteeing a manual 
working class element within the party 
membership and thereby connecting party 
decision-middng to the concerns of many of 
the patty’s core voters. Alongside these 
themes which would have been endorsed by 
all previous leaderships of the party to be 
sensitive tochallenges within the workplace. 

If social change tended to work against the 
centrality of the union link by promoting 
other politically relevant forms ofidentity, 
nevertheless economic shifts could highlight 
thecontinuingrelevanceofsuchaconnection. 

The leadership responded with a reform 
package which was approved narrowly at the 
1993 Conference. Smith had committed 
himself to this outcome in an environment 
which for a long time seemed unpropitious 
and where victory was achieved only through 


an old-tahioned fix within the ddegatioi 
of one trade union. On a close vote however 
the party carried through radical consti' 
tutioiul changes with voting becoming mon 
but not exclusively individual at leadershi 
elections and at the party conference 
Candidates would be select^ strictly on > 
one member-one vote basis, thereby re 
moving union influence, whilst the weigh 
of union votes in leadership elections an. 
at conference was reduced.'* 

This outcome, preceded by lively debate 
at the 1993 conference, provided the con 
stitutional environment in which Blair was 
elected leader, Prescott deputy-leader anc 
the Qause 4 controversy decided. Never¬ 
theless the mechanics of this last decision 
helped to reopen the controversy since twi 
major unions, the Transport Workers anc 
Unison, opposed the reform without ballotin 
theirmembers. The consequence of rene wee 
discussion was a commitment by the unioni 
to a further reduction in their voting strength. 
Whether this should be seen as a basis for 
' settlementorone more step in an incremental 
(H'oce.ss of reducing the unions’ formal input 
is obscure. Certainly the concern of the party 
leadershipduring the 1997 election todistance 
themselves from the unions suggested little 
commitment to the relationship. Thetortuout 
debate, sometimes expressed in arcane 
constitutional terms nevertheless raised 
questions about the party’s fundamental 
purposes. The exchanges must be located in 
the broader historical coirtext of an always 
complicated relationship whose nuancer 
seem to be little understood by several ot 
those most influential in Blair’s patty. The 
electoral strategy of the leadership fuelled 
by beliefs about past failures was one scr^ 
of the reform agenda; it could be endorsed 
by many within a parliamentary party 
where only a declining minority had 
experience of manual work. Once again the 
contrast between Gaitskell’s Revisionism 
and the contemporary modernisation project 
is clear. 

One temptation is to see Blair’s Labour 
Party as an attempt to resolve the enduring 
prol^m for the non-Conservative side of 
British politics posed according to some 
historians by the collapse of the Edwardian 
Progressive Alliance. On this argument 
Blair’s Party has or is in the process of 
removing obstacles such as socialist rhetoric 
and the trade union connection which made 
the patty an uncomfortable option for some 
non-Conservative voters. Yet this inter¬ 
pretation necessarily raises the question - 
how far can 'New Labour’ be seen as 
politically liberal?Once again the comparison 
with the Gaitskellites is revealing. The earlier 
group were clearly heirs to a tradition of 
reforming liberalism on such issues as cen- 
sothip and sexual relationships. Crosland 
stressed that for him socialist values weitt 



far beyond the economic. The FtOwre of 
Socialism campaigned against: 
socially-impofed restrictions on the 
individuals’ private life and liberty... divorce 
laws, licensing laws, prehistoric (and 
flagrantly unfair) abortion laws, obsolete 
penalties for sexual abnormality, the illiterate 
censonhipof books and plays, and renuuning 
restrictions on the equal ri^ita of women”.” 
The epitome of Labour’s liberalism came 
appropriately during Roy Jenkins’ tenure at 
the Home OfTice with the Wilson admini¬ 
stration proving benevolently neutral when 
faced with a series of Private Members’ 
Bills. DuringGaitskell’s leadership the party 
had offered principled opposition to the Con¬ 
servative government's early controls on 
Commonwealth immigration. How Gaitskell 
would have responded to increasing evidence 
of racism and subsequently to the POwellite 
mobilisation is unclear. What is obvious, 
however, is that in many ways the Gaitskel- 
lite’s liberalism was pursued even when the 
electoral consequences could be damaging. 

The conuast with Blair’s party is stark. 
This was revealed sharply in July 199^ in 
a by-election in a previously Conservative 
seat, Littleborough and Saddleworth. This 
constituency, on the western slopes of the 
Pennines on the edge of Greater Manchester, 
contained many former textile villages often 
transformed into commuter areas. In the 1992 
General Election the Liberal Democrats had 
come a good second with Labour in third 
place, but with a credible vote. At the time 
of the by-election contest, the government 
were extremely unpopular and the contest 
became one between Liberal and Labour. 
The strategy adopted by Labour was to present 
themselves as more acceptable to former 
Conservatives. The Liberal candidate was 
.stigmatised as “high on tax and soft on dmgs”. 
His Labour opponent was “the strong choice"; 
the party offered 'strong leadership'. The 
strategy carried echoes of earlier 1980s 
attacks by both Conservatives and Liberals 
against some Labour candidates. It failed, 
and provoked criticism amongst some party 
members. 

The illiberality evident at Littleborough 
and Saddleworth was not just a presentational 
project for a particular constituency, it 
indicated a flight from liberalism antongst 
key sections of the party, an attempt to win 
over di.scontcnted Conservatives and to 
reassure some traditional supporters who 
were perhaps alienated by some of labour's 
earlier social policies. The contrast with the 
ethical liberal passion of some earlier 
revisionists is st^. 

-One area where Blair’s party appears 
initially more progressive than the Gaitskcl- 
lites is over constitutional reform. Only in 
the mid and late 1960s with the growth of 
Nationalist support in Scotland and Wales 
did Labour begin to consider the question 


of devolution; only in 1974 (fid the party 
respond to a serious electoral threat in 
Scotland by adoptingdevolutionaiy agendas 
for both natiofis. Yet for many the shift was 
tactical rather than principled and the time 
spent on the abortive devolution legislation 
in the late 1970s symbolised the failures of 
the Callaghan governmem. With the defeat 
of both Scottish and Welsh proposals in 
referenda in March 1979, the Labour Patty 
had shown its internal divisions. Never¬ 
theless, Thatcherite use of a centralised state, 
and the imposition of policies of Scottish and 
Welsh electors who had clearly never voted 
for them re-awoke interest in devolution. 
Moreover, the fact that the Thatcher revolu¬ 
tion rested on a diminishing minority of 
voters, let alone electors, generated interest 
in constitutional reform on a broader base. 
For many, conventional commendations of 
British government as strong and decisive 
seemed increasingly tarnished. Critics 
began to consider a variety of schemes 
aimed at developing countervailing struc¬ 
tures, whether a Bill of Rights, devolved 
powers, or the erosion of parliamentary 
certainties through electoral reform. 

The Labour Party was inevitably affected 
by this developing agenda. In one sense this 
marked the recovery of a lost politics. Until 
the early 1920s Lab^r politics had included 
space for such constitutional issues but with 
the settlement of the franchise question and 
the apparent resolution of the Irii^ issue such 
concerns became marginal. To some degree 
this reflected a growing belief that the party 
might soon control the British state; the party 
also attempted with much success to construct 
a patty identity that centred on economic and 
social questions. From such a perspective, 
constitutional issues could be presented as 
bourgeois enthusiasm, or if they to(4( an 
ethnic form as potentially divisive for the 
social and economic electoral coalition that 
(he party hoped to create. The legacy of this 
politics was a powerful obstacle to the 
development of ideas on democratisation. 
Even in the mid-1990s with the party com¬ 
mitted to Scottish and Welsh devolution the 
issue remained potentially divisive. The party 
leader’s modernising enthusiasm embraced 
constitutional reform but without much over¬ 
enthusiasm. Democratisation could be a 
powerful slogan for New Labour, but once 
again the agenda is cramped by caution. So 
New Labour entered the long election 
campaign of 1997 with asizeable lead in the 
opinion polls and responded with a carefully 
choreographed suaiegy - rather like a football 
team defending a lead by playing safe and 
not risking any errors. At first the tactic 
produced a stiff and cramped image, but as 
Conservative divisions over Europe opened 
up and the opinion polls showed little 
movement, so Labour's campaign flouri¬ 
shed within its carefully controlled limits. 


By poUiog day there was general expectation 
that 18 years of Conservative rule were aboig 
to end. 

Despite the foreshadowing by the polls, 
the by-election results, and the 1994elections 
to the European parliament, there was 
something awesome about the magnitude of 
the Omservative defeat. All Tory seats in 
Scotland and Wales were swept away - no 
Tories rqiresent any seat in any British city 
other than London; it is possible to walk from 
John O’Groats in the far north of Scotland 
to Lands End in (Cornwall, and pass through 
only one (Zemservati ve constituency. Scotland 
and Wales are Tory free zones. The Conser¬ 
vative poll collapsed to its lowest uiuler a 
mass electoral system. The party's seals - 
165 - barely exceed its achievement in the 
disastrouselectionof 1906.The Labour Pioty 
swept through its targeted seats with ease 
and made gains far beyond its expectations, 
particularly in the south-east, where suburban 
seats seen as blue chip Tory preserves were 
captured. The Labour total of 419 seats was 
26 more than in its previous peak year of 
1945; its percentage margin 44 to 31 over 
the Tories was its greatest ever and included 
the lowest Conservative proportion under 
the modem electoral system. There were 
moments on election night when newt of 
Labour's gains seemed more probably 
products of media error or hallucination than 
that of voter choice. Hie events of May I, 
1979 are parallelled only by two earlier anti- 
Tory landslides in 1945 and 1906. The 
significance of the avalaiKbe is complex. An 
adequate understanding involves an 
appreciation that the new House of Commons 
also includes 46 Liberal Democrats, the 
largest numberof Liberals since 1929,despite 
a decline in the Liberal Democrat share of 
the vote compared with 1992. Here was 
evidence of some tactical voting to remove 
sitbngConservatives: moreover, all success¬ 
ful Liberal Democrats were in effect anti- 
Conservatives. The minor Liberal strategy 
of opposition to Labour in urban centres 
seemed almost defunct. 

The new parliament contains a decisive 
majonty for political reform. The presence 
of the Liberal Democrats, of six members 
of the Scottish National Party and of four 
from Plaid Cymru should act as a counter¬ 
weight to those within the vast Labour 
majority who are cautious or unentlmsiastic 
about constitutional change. For the first 
time since the years before the fust world 
war, a significant reform of the British State 
is serious politics. Devolution, reform of the 
electoral system, the removal of hereditary 
peers from the House of Lords - all suddenly 
seem feasible. Moreover the shift within the 
Nationalist vote in the Six Counties to w ar d s 
Sinn Fein perhaps opens up the prospects of 
a renewal of (he peace process. “iW prantiie 
of polilical reform invites obvious pwalleU 
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with 1906 when the Tory defeat was largely 
at the hands of a revitalised Liberal Patty, 
and the subsequent government spent much 
time on constitutional questions - most 
notably the Lords and Irish Home Rule. 
Edwardian politics was also dominated by 
the campaign for the enfranchisement of 
women - and at least in 1997, the gender 
composition of the Commons is changed 
irrvocably. The number of women members 
has more than doubled to 119 - 101 from 
the Labour Party, largely as a result of the 
strategy of the women' s only short list. Thus, 
May 1,1997,hasprovidedarare opportunity 
to reform an obsolescent, secretive and in 
many ways undemocratic state - in many 
respects the best opportunity ever. This is 
the progressive face of the election - the 
prospect of an agenda for political reform 
which is not the monopoly of one party, but 
a focus for debate between the anti-Tory 
elements. 

Yet against this possibility, there is the fact 
of a huge Labour majority elected on a 
programme which beyond the constitutional 
issues was extremely cautious and in some 
areas of social policy, illiberal. On economic 
matters, the government’s commitment to 
orthodox policies suggests that little will be 
done to redress the existing inequalities; the 
administration seems far more concerned to 
reassure business than toconsiderthe agenda 
of the unions or the priorities of the 
dispossessed. Nevertheless despite the 
legitimacy given to the New Labour project 
by the landslide, some reservations can be 
made. , 

There is signi fleant pol I evidence that many 
Labour voters - both long term and new - 
favour some redistribution of wealth. More 
broadly there is a hope that this administrat ion 
will attempt to improve the situation in areas 
of traditional industry devastated by Tory 
economic policies. Failure to achieve 
progress in these areas is bound to generate 
tensions within the Labour Patty, and to 
some degree amongst the members of 
parliament. This parliamentary party after 
all includes many whose election was not 
anticipated either by themselves or by the 
party leadership and some stand significantly 
to the left of the New Labour orthtxioxy. 
Inevitably New Labour members will include 
their quotas of ideali.sts, one-issue zealots, 
ambitious careerists and unthinking loyalists. 
The PLP will have an as yet unknown 
chemistry; ministers will react to the 
uiKxpect^ challenges of office perhaps with 
conformity or perhaps creatively. There 
remains on the economic front some scope 
for contestation. 

This is not another 1945; there is no sense 
within this administration of an agenda of 
economic and social reform which can be 
implemented to achieve a new and durable 
economic and social settlement. It may be 


another 1906 when a majority was elected 
to a marked degree on an anti-Tory platform 
but which eventually embarked on a strategy 
of economic m^ernisation through 
redistribution, welfare reforms and 
intervention into industrial relations. If that 
Liberal administration’s reform of the state 
was eventually limited, it nevertheless in 
some respects foreshadowed the economic 
and social agenda of the 1940s. 

Thi.s Progressivism required not just the 
willingness and ability to innovate but also 
a readiness to engage in adversary politics. 
Edwardian Liberal strategists constructed an 
electoral alliance of those they characterised 
as the useful people against those stigmatised 
as parasites and idlers. Such a politics is 
necessary for reformers, not least since it 
demonstrates an awareness that any 
worthwhile reform project will meet with 
resistance from potential losers. But it is 
politics that Blair'.s Labour Party with its 
concern for inclusivencss seems reluctant to 
acknowledge. 

If this moment offers promise it also casts 
a shadow. Gordon Brown as Shadow 
Chancellor often seemed like a 1990s version 
of the party’s ultra-orthodox financial 
‘authority’ of the 1920$ Philip Snowden. In 
May 1929, election victory brought Snowden 
to the Treasury for the second time. His 
otlhodoxy and the compliance of most Labour 
members led to the cabinet split of August 
1931, to (he formation of a national 
government under the leadership of the 
previously Labour Premier Ramsay 
MacDonald - and two months later to 
Labour's near electoral destruction. The 
combat between the optimism of 1929 and 
the devastation of 1931 was captured in the 
diary ofoncofLabour’s ‘Social Generation’ 
- Hugh Dalton. He chronicled two journeys 
from his Durham constituency to London. 
One was the euphoric moment of 1929 with 
Labour becoming forthe first time the largest 
patty in the Commons: 

It was a train load of Labour victors...at each 
siop...gtea( crowds gather on the platforms, 
cheering and calling for a speech and we buy 
new editions of evening papers, and our 
gains go mounting up. 

But in October 1931, defeated along with 
most of his colleagues - “There was no 
crowd on the platform as there was in 1929. 

The hopes destroyed effectively imprisoned 
Labour in opposition throughout the 1930s. 

This, then, is a moment of promise bift also 
of danger - of promise that the British State 
might be democratised and that out of such 
radicalism be generated a broader challenge 
to inequality. Yet there is danger in the 
caution of New Labour, in its willingness to 
rewrite the past, denying any contemporary 
relevance to the Social Democratic strategy 
that forall its limitations made postwar Britain 
a more humane society. In a fundamental 


sense, this is not so much New as very Old 
Labour - and there is the potential for a 
profound and destabilising disillusion. Bitt 
most critically this is one of those rare 
moments in 20th century Britain when the 
anti-Tory forces decisively triumphed, when 
millions sat in the sunshine on Friday May 
2 and wondered that ‘it’ had happened and 
‘they’ were out. What ‘if will lead to is 
unkrown; only that (his is something different 
and like so many. I’m glad I was there. 
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Culture, Rationalisation and Secularisation 

Irfan Engineer 

Communal Threat, Secular Challenge by K N Panikkar; Earthwonn Books, 
Chennai, 1997; pp 176 + xxiii, Rs I2S (paperback). 


K N PANIKKAR is a professor of modem 
history at the Centre of Historical Studies, 
JNU. His main research area is the cultural 
and intellectual history of colonial India. His 
contribution on the subject of communalism/ 
secularism is seminal and is not confined to 
writing alone, though that continues to be 
his important contribution. He has been 
extensively louring the country and acquain¬ 
ting himself with the ground realities by 
a.ssociating himself with the activists of 
various movements at the grass roots level. 
The book reflects the rich academic rigours 
os well as the experience gathered from his 
association with grass roots level activists. 
The book in thi.s sense is not just another 
addition to the subject but contributes many 
interesting insights and missing links. 

Since communalism is increasingly 
occupying the social space, and has become 
a major problem in the country, Panikkar has 
been extensively writing on the subject of 
secularism and communalism in various 
journals and dailies, and has also delivered 
lectures on the subject. The book is a 
compilation of his lectures, papers and 
articles, from 1990 to 1994. ITjc book is 
divided into three sections. The first section 
is on secularism, the second section is on 
communalism and the thud section is on 
Ayodhya. A 21 page long introduction gives 
the general theoretical framework of the 
author and contextualises the compilation 
analysing the recent trends. The most 
pertinent point Panikkar makes is that those 
who think the hindutva 'bubble' has burst 
when it fared poorly in the 1993 assembly 
elections, missed the importance of the 
widespread organisational infrastructure 
constituted by the cultural and social institu¬ 
tions set up and nurtured by the Sangh parivar. 
The author argues that by invoking Rama, 
Krishna and Shiva, the Sangh parivar had 
drawn upon brahminical deities and ideo¬ 
logies in its quest for homogenisation and 
mobilisation of the Hindus. In order to 
mobilise the lower castes, the Sangh parivar 
added Kabir and Raidas in UP and Bihar, 
and Ayyankali in Kerala to the hindutva 
mythology, and 'yatras' were taken out in 
their names.Uncommitted and non-political 
voters who are disgusted with the inefTi- 
cicficy, corruption and nepotism of the bour¬ 
geois patties also support the BJP. The last 
proposition of the author sounds slightly 
doubtful in as much as BJP is not the sole 


beneficiary of the votes of ‘uncommiued and 
non-political’ voters. Caste, region, and other 
such factors play an important role in deter¬ 
mining the beneficiaries of ‘uncommitted’ 
votes. 

Panikkar's main contribution is his 
examination of cultural context of secula¬ 
risation in India. Explaining the importance 
of culture, Panikkar argues that “liberation 
struggles have generally preceded by an 
upsurge of cultural manifestations, which 
progressively harden into an attempt to assert 
the cultural personality of the dominated 
people by an act of denial of the culture of 
the oppressor". Elsewhere he states that “in 
India, the attitude towards the west was 
ambivalent and contestation with colonial 
culture remained at a superficial level. The 
Indian response was more nativistic and 
defensive in character rather than one of 
struggle.” Panikkar also observes that the 
westemi sed Indian was more traditional than 
the traditional Indian. Thus, according to 
Panikkar, westernisation was merely super¬ 
imposed on, and accommodated within the 
traditional Indian. There was no struggle of 
sorts between westernisation and tradition. 
The westernised person continued to have 
traditional outlook. Panikkar of course does 
not mean to generalise but points out the 
process. Later, he himself gives examples of 
reformists and their struggle with tradition. 

Panikkar's explanation of the process 
(of supcrimposition of westernisation on 
tradition) is in the nature of socialisation. 
Nature of socialisation, according to 
Panikkar, in any society is a crucial element 
in making of cultural perspectives and 
identities. Primary socialisation in the pre¬ 
colonial society took place within the family 
which instilled religious aixl caste identity 
in the mind of the child. Secondary sociali¬ 
sation (outside the family) did not help 
dissolve this early influence, on the contrary, 
it was reinforced through kinship, caste and 
religious lies. There were no secular institu¬ 
tions to encourage common participation. 

After colonisation process however, the 
author argues that the impact of English 
education was limited to small fraction of 
the population. The overwhelming majority 
of the people remained enclosed within the 
traditional cultural milieu. Despite the 
avenues opened for secular secondary 
socialisation, the sphere of primary socia¬ 
lisation was kept relatively unchanged. 


Colonisation had no basic and lasting inqMct 
on the quality of primary socialisation. 

Panikkar makes no mention about the steps 
taken by colonial rulers which broke the joint 
family system and changed the nature of 
interrelationships within the families. These 
processes - introduction of railways and 
postal system, massive state machinery, 
industrialisation and urbanisation, migration 
of labour on hitherto unprecedented scale, 
etc - though, of courses were not widespread. 
Individuajincome of the employees as against 
joint income securing to the family fttm 
agriculture or other traditional vocatiotH 
created tensions within the families and 
changed the very function of the families 
concerned. As Panikkar rightly argues 
English education alone did not open up the 
way for struggle between the traditioiul and 
the western values. But western values had 
limited influence and prompted struggle with 
the traditional wherever the nature of rdations 
within the family were undergoing a change. 
Thoschaving individual income needed new 
values and ideology to break with some of 
the traditions. 

Panikkar further observes that forms of 
‘residual’ culture were quite prominently 
present even in the ‘emergent’ culture (rf 
English educated middle classes. He further 
contends that even the teformen were unable 
to overcome the religious and caste prejudices 
within thcii own families. Panikkar could 
have done excellent work of mapping the 
residual culture and the cmergera cuhuie - 
the change and continuity of tradition mid 
culture w-ithin the English educated mkidle 
classes. 

The author makes a pertinent point when 
he stales that tiv- nationalist inteUigemsia 
was interested in keeping political and cukuni 
struggles divorced from each other and were 
in fact keen on assigning precedence for oae 
over the other as was evident from the 
controversy over the age of conaetU biU of 
1892. He thus emphasises that the cfaaiife 
in political awareness did not automatically 
bring about a transformation in cuHiinl 
consciousness. In fact backwartinett in 
culture continued its dominance. 

The author does not dwell into why such 
a thing happened in this country, beyond 
stating that the political activists were 
apprehensive about the possible disniplive 
repercussions of social reform on the 
nascent anti-colonial movemeM. The mqjor 
weakness of Panikkar's analysis is that he 
nowhere distinguishes the sodo-econonic 
background, especially the caste of ihn 
‘nationalist’ ieadenhip. Their concept of 
’nation’ differed widely dependinfpfiniarily 
on their caste background. Even the 
preference to political over chhund ahngl^ 
was because of upper caste leaderriiip. The 
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powen. That would amouiU to HHefference. 
The distinction between the administrative 
supervision ends and direct interference 
begins with statutory powers, a well 
recognised principles of Rule of Law. 

The minister is very much responsible to 
parliament not for solitary lapses on the 
part of the police, but in regard to cases of 
"gross negligence or general failure of neglect 
to perform its statutory functions by the 
police in preventing the commission of 
offences or of bringing offenders to justice 
or if there is general failure to maintain law 
and order or in the matter of protection of 
a man like Mahatma Gandhi..." All these 
fall under the well defined principle of 
"constitutional ministerial responsibility" 
to parliament. 

In 1967 a Special Bench of the Calcutta 
High Court authoritatively slated the law in 
the famous gherao case. Chief Justice Sinha 
said: 

The criminal law of the land is principally 
contained in the Indian Penal Code and the 
Criminal Procedure Code. The former lays 
down the sumtuntivc law and the latter the 
procedural law. They are Police Acts which 
are apfdicable in various jurisdictions, various 
other acts have declared the commission of 
certain acts to be penal offences. 

Once the laws are made whether 
substantive or procedural, neither the 
governor nor the cabinet nor the ministers 
nor a subordinate executive authority has the 
power to add to or detract from its content. 


to interfere with its working or to effect'any 
discretionary power given under it, unless 
such power is clearly granted under the 
Conslilulion of (he laws. 

Any citizen can apply to the Supreme 
Court or the high court for a writ of manumits 
requiring the police to do its duty under 
these two codes. This is the basis for Vineet 
Narain's petition to the Supreme Court in 
the hawala case. 

When Raymond Blackburn asked the 
court toordcr the police toenforoethe gaming 
laws. Lord Denning upheld his right and said; 

I have no hesitation in holding that, like every 
constable in the land, he should be and is, 
independent of the executive. He is not subject 
to the orders of the secretary of stale, save 
that under the Police Act, 1964 the secrdoiy 
of slate can call on him to give a report, or 
to retire in the interests of efficiency. I hold 
it to be the duty of the commissioner of 
police, as it is Of every chief constable, to 
enforce the law of the land. 

On August 6, 1924 the first Labour 
government, headed by Ramsay MacDonald, 
took a decision which was thus recorded in 
the minutes; “No public prosecution of a 
political character should be undenaken 
without the prior sanction of the cabinet 
being obtained”. Authorities on constitutional 
taw characterise this as “constitutionally 
improper”. The decision was promptly 
rescinded by the next cabinet. 

The Supreme Court's attention has been 
drawn to the various ‘Directives' issued by 


the government of India to the CBI. One of 
them was revealed by 77u Statesman on 
Deccmberl2,1994. It reads thus: Investiga¬ 
tions, final reports, prellmlnaiy inquiries and 
legal sanction to prosecute which relate to 
cabinet ministers, ministers of state and 
deputy ministers shall now be referred to the 
prime minister”. 

Apart from this special category, “cases 
relating to officials of the level of joint secre¬ 
taries and above, such as additional secre¬ 
taries, special secretaries and secretaries to 
the union government will now have to be 
referred to the cabinet secretaiy”. Both parts 
of the directive are offensive. It was the 
CBI's inquiry report in the case of the diver¬ 
sion of the funds of the Oil Industries Deve¬ 
lopment Board, al legcdly by B Shankaranond, 
which prompted P V Narsimha Rao to issue 
this directive. 

Not only will the “legal sanction to 
prosecute” be referred to the prime minister 
for one set of persons and to the cabinet 
secretary for another, but even “preliminary 
inquiries” and “investigation” will be 
referred to them. One hopes that the Supreme 
Court will review all the diiective-s to the 
CBI by the government and strike down 
those that affect the integrity and inde¬ 
pendence of the country's highest police 
force. Every police force is created by and 
works under a statute. No one can interfere 
with the provisions of a statute by an execu¬ 
tive fiat. 
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The Director is the Chief Executive of the Institute and is responsible for guiding the Institute's 
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profUsionals within and outside the institute. The Director maintains a dose liaison with the government 
at the Centre and State levels. 


Selection may not be confined only to those who apply. 


Applications should reach to the Chairman, National Institute of Public Finance and Policy, 18/2 
Satsang ViharMarg, Special Institutional Area (Near JNU), New Defoi-110067 by 1.8.1997. FAX No.91-11- 
6852548. 
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SPECIAL ARTICLES 


Institutionalisation and Expansion of Dowry 
System in Colonial North India 

RaqJanaShed 

The British legitimacy to the priority ofbrahminical rules and laws of social order over customary local practices 
of various rural groups affected the law of marriage, succession and adoption. It provided juridical sanction 
to certain patriarchal practices to the disadvantage of all Hindu women whether rural or urban. It influenced 
the way in which the custom of marriage and succession to the property was enjoyed by the majority of the 
population. How did the growing hrahmanisation of the social order affect the marriage forms and how did it 
lead to the entrenchment of the practice of dowry? 


THE present phenomenon of dowry cannot 
be understood without analysing the 
simultaneous and interactive relationship 
between the traditional sucio-cultural 
institutions, like castes and Hinduism, and 
thecontemporary socio-economic forces like 
classes and the state. This helps us to view 
the persistence of various ‘traditional’ or 
‘historical’ social and cultural forms in the 
present not merely as legacies of the past but 
also as the product of modem social, political 
and cultural processes. The linkages between 
thecolonial slate’s restructuring of the socio¬ 
economic order within a reconstituted 
tradition and the monstmsity of dowry system 
in modem India has been noted by M N 
Srinivas. He writes that “modem dowry is 
entirely the product of the forces let loose 
by British mie ... The attempt to equate the 
huge sums of cash, jewellery, clothing, 
furniture and gadgetry demanded of the 
bride’s kin by the groom’s, to ‘dakshina’ is 
only an attempt to legitimise a modem 
monstitrsiiy by linking it up with an ancient 
and respected custom, a common enough 
and hoary Indian device" [Srinivas 1984:13). 
How has the charade been so successful'! 
What was the rationale behind modem 
dowry? How was the dowry linked with the 
modem attempts to reconstitute and reinforce 
brahmanic tradition and caste system? In this < 
context, the present paper attempts to situate 
the social custom of dowry not only within 
the ‘traditional’ but also reinterpreted and 
rearticniated caste system aiKl Hinduism 
arising out of the colonial slate’s cixlification 
of the social orda and the imperatives of 
the contemporary socio-economic proce.ss. 

With the establishment of the British rule 
in India, new interpretations of Indian, and 
especially Hindu tradition, rituals, and 
customs within a broad and rigid framework 
created to facilitate the colonial state’s 
subjugation of India, accelerated the process 
of the institutionalisation of a single form 
of marriage system. This displaced, several 
other customary forms of marriage as, if not 
totally illegal, ^viant patterns of the newly 


established and recognised form. The 
'invented tradition’' and its codification 
suppressed the dynamism of the earlier 
system. The diversity and complexity of 
forms of marriage as it historically evolved 
within the framework of socio-economic 
contexts lo.st its raison d'etre. 

Most significantly, the recognition of a 
form of marriage as the standard 
prngressivelydeclined the social legitimation 
and options for other forms. It ultimately led 
to a characteristic development which was 
marked by, first, the institutionalisation of 
a form of marriage which was intricately 
linked with the dowry and, second, the 
univcrsalisation of this form leading to its 
emulation by and prevalence among almost 
all of social groups and castes, albeit through 
the progressive restructuring of their 
respective tradition and rituals. The 
development of the dowry system, as it exists 
in the contemporary Indian society, can be 
traced to these significant changes beginning 
with the British rule in India. 

In fact, the colonial state’s project for 
cultural legitimacy sought to select from 
plural traditions, at the expense of other 
powerful, historically evolved, and con¬ 
flicting interpretations, those strains which 
served their interests best and to unify it 
within a singular overwhelming framework. 
What it led to was not more fluidity but a 
newer rigidity. Such customs which vaned 
from region to region and were subject to 
different interpretations according to the 
natural evolution of local socio-economic 
conditions were affected by the colonial 
“process of propagating values of orthodox 
Hinduism arid ‘Hinduising’ castes and tribes 
on the fringesof Hinduism” [Carroll 1989; 2; 
sec also Carroll 1978: 233-50]. The result 
was the search for ancient solutions to modem 
problems and brought about a somewhat 
uniform brahmanical application of texts in 
disregard to the growth of particular family 
and local conditions.' Brahmanism emerged 
as one of the key factors in the colanial 
appropriation ofthe whole of Hindu society. 


The British legitimacy to the ptioriiy of 
brahmanical rules and laws of social order 
over customary local practices of various 
rural groups affected the law of marriage, 
succession and adoption. It provided juridical 
sanction to certain patriarchal practices to 
the disad vantageof all Hindu women vdiether 
rural or urban. It influenced the way in which 
the custom of marriage and succession to the 
propeny was enjoyed by the majority of 
population. How did the growing 
hrahmanisation of the social order affect the 
marriage forms and huw did it lead to the 
entrenchment of the practice of dowry? 

1 

Brahmanisatioa and Its Impact 
on Marriage and Dowry 

In the late 18th century, the trend toward 
mmilding the customary social order within 
the framework of hrahmanisation began the 
process of rigidification of forms in the 
marriage patterns, caste system and rules of 
succession. All these combined together 
ritualised, promoted aitd universalised the 
practice of dowry giving as a necessary 
ingredient of the Hindu marriage.‘brahmanic 
ideals", as Van der Veen (1972; 25) notes "Vd 
to a preference for the dowry marriage”. 

Of the eight forms of marriage enumerated 
in the laws of Manu, only four, i e, Biahnu. 
Dai va, Arsha and Prajapatya rites, were con¬ 
sidered acceptable to the superior ideals of 
brahmins. These four forms in some way or 
another were ‘‘variations of dowry mteiiage”. 
The other four forms, based on bride-price 
and different types of abduction, were 
considered inferior and permissible only for 
the lower castes. Unlike the first four forms 
which result in the birth of ‘sishta’ (civilised) 
sons, the last four forms of marriages cmise, 
as Manu writes, the birth of sons ‘bvho are 
cruel and speakers of untruth, who hate the 
Veda and the sacred law" [Manu HI, 39.41 
quoted in Van der Veen 1972:26], One of the 
important aspects of the trend toward tte 
hrahmanisation was the establislimeot of the 
legality of the Brahma form of mantage. 
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In the late 19th and early 20ih centuries, 
British ethnographic surveys and census 
reports indicated the obsolescence of all 
other fomis of marriage mentioned in the 
ancient texts except for the Brahma and 
Asura forms. Mayne (1883: 84) notes that 
“it is stated generally, that the Brahma is the 
only legal form at present, and probably this 
may be so among the higher classes ... But 
then; is no doubt that the Asura is still 
practised ... among the sudras, it is a very 
common, if not the prevailing form” [see 
also Baneijee 1896: 87]. Blunt's Census 
Report of 1911 too notes the prevalence of 
two forms of marriage; one requiring the 
payment of dowry or the dowry marriage 
practised among the high castes, and the 
other was the bride-price marriage comnion 
in the low castes [Blunt 1912; 221]. The 
dowry marriage referred to the Brahma form 
and the bride-price marriage to the Asura 
form. 

(a) iNSriTUTlONAUSATION OF THE BRAHMA 
Form of Marriage 

In colonial India, Banetjee notes that 
legally the prima facie assumption was to 
consider all the marriages in the Brahma 
form. This is witnessed in court decisions 
in such cases as Uthikesavulu v Ramanujam, 
ILR, 32 Mad SI2; and Chuni v Suraj, ILR, 
33 Bom 433. In the case of Chuni v Suraj 
(April S, 1909), the court noted that "unless 
rebutted by evidence”, “the prima facie 
presumption no doubt is that every marriage 
under the Hindu Law is according to the 
Brahma form” (ILR 1909 (XXXIII); 437). 
Yet, the court did not consider the 
solemnisation of a marriage in Brahma form 
if no transaction of gifts from the bride's side 
to the other took place along with the 
'kanyadana'. In the above mentioned case, 
it rejected the consideration of an Asura 
marriage to be of tbe Brahma form in spite 
of the fact that it was solemnised according 
to the rites prescribed for the latter form. 
“Where the person who gives a girl in 
marriage receives consideration for it, the 
substance of transaction makes it, according 
to Hindu Law, not a gift but a sale of the 
girl. The money received is what is called 
bride-price; and that is essential element of 
the Asura form. Tbe fact that the rites 
prescribed for the Brahma form are gone 
through cannot take it out of that category" 
(ibid). Thus, the court considered all Hindu 
marriages to be of the Brahma form only on 
tbe ground that no gift or payment was 
received by the bride's side in considcratiim 
of marriage. There was however tacit 
approval of the one way transaction of gift 
or dowry from the bride-side along with the 
gift of dnighter. The colonial state thus nut 
only legitimated dowry as an integral part 
of the Brahma marriage but by promoting 
this form also siqiported the expansion of 


dowry practice. This was in contrast to the 
earlier Muslim rulers who made at least 
some active efforts to curb such practices. 

Turner in his 1931 (Census Report of the 
United Province remarks (hat “by far the 
most prevalent custom is that of the bride's 
family providing the dowry" [Turner 1933: 
313]. “At the present day”. Blunt similarly 
notes, “one of the most common of all forms 
of marriage amongst Hindus, even the 
highest, is the ‘dowry’ marriage, where the 
bride’s father pays a bridegroom price in the 
shape of a dowry with bis daughln-. That 
payment is necessary: without it the marriage 
would not take place at all. It would 
presumably be classed as a Brahma marriage” 
[Blunt 1931: 318-19]. The court in almost 
all the cases linked dowry to the Brahma 
form of marriage, which characterised gifting 
away of daughter (kanyadana) by the father, 
and legitimised such gift-giving. For instance, 
where father had died, the court upheld the 
validity of gift giving to the daughter at the 
time of her marriage and interpreted the 
unmarried daughter's entitlemem as con¬ 
sisting of dowry. In an 1826 case. Justice 
Lord Gifford opined that even within the 
Mitakshara law, a Hindu widow had, “fur 
certain purposes a clear authority to dispose 
of her husband's property, and might do 
it for religious purposes, including dowry 
to a daughter” [Clue's Rules and Orders 
1826:91]. Another judge in a different case 
remarked that ”... whichever view be 
accepted, it is clear from Mitakshara that the 
maiden daughter is entitled to a share, which 
represents her dowry and marriage expenses, 
and such share is one-fourth of what she 
would have been entitled to receive, if instead 
of being a daughter she had been a son"' 
[ILR'l 909 (XXXVII); 6]. In the Brahma 
form of marriage, the judge observed that 
“the gift could be defended on the ground 
that, apart from the circumstance (hat it was 
a provision for the married couple, it was 
believed to enhance the merit of the primary 
act, namely, the giving of a virgin in marrittge, 
which from a religious point of view is 
supposed to be productive of considendile 
benefits to the parents” [Ibid: 8]. 

In fact, as the marriage was linked with 
property and inheritance, the legal validity 
of marriage was to be sanctioned for claiming 
one's share or entitlement With women's 
right to property not considered in earnest 
until the Hindu Law of Inheritance 
(Amendment Act) of 1929 an^ a mote 
elaborate Hindu Woman’s Right to Property 
Act of 1937, the most accepted Brahma form 
of kanyadana marriage with gifts or dowry 
to the bride appeared (he only way to legalise 
one's property inteiests under the rule of 
inheritance on the one hand and to provide 
for tbe daughter within a customarily accep¬ 
ted form on the other. Most of the lef^ 
cases involving marriages therefore not 


surprisingly pertain to tbe property Or its 
succession disputes. Consktoations of the 
property and thecokmial state’s interpretation 
of the traditional rights to succession naturally 
favoured the promotion of the Brahma form 
of marriage.^ 

Recent studies respectively by Madan and 
Miller find that dowry has been an integral 
or the predominant form of marriage payment 
in the kanyadana form of marriage 
particularly among propertied groups in north 
India [Madan I97S; and Miller 1980]. 
Nirmala Baneijee (nd), who explores both 
the economic and cultural facton for the 
position of women, links the prevalence of 
kanyadana form of marriage and dowry to 
the diminishing role of women in the process 
of production and the acculturation of other 
castes through brahmanic influence. 

Thegrowingincidenceof dowry marriages 
during the colonial period was, in fact, also 
the result of admissibility of the Brahma 
form of marriage even fur the people of low 
castes, who numerically constituted the 
majority of population. All persons, as 
Baneijee notes, are at the present day held 
competent to marry in that form [Baneijee 
1896: 87]. “Prima facie one would imagine 
that a Brahma marriage, from its very 
definition was inadmissible for a sudra; and 
Manu certainly seems to contemplate only 
the last four as applicable to the case of the 
lower three classes. But there is no doubt 
that the Brahma marriage has long since 
ceased to be the property of any class; and 
the Madras Sudder (3uurt have held that, in 
thecaseof sudras, the mere fact (hat the bride 
is given without bestowal of any gift by the 
bridegroom, constitutes the marriage one of 
the Brahrna form” [Mayne 1883; 83-84]. Its 
prevalence among the high castes and its 
subsequent legality during the British period 
thus also made it as the most valid and 
perfect form of marriage to be practised by 
all those groups connected with the process 
of brahmanisation. In the 1911 Census of 
theUnited Province, Blunt found that besides 
most brahman and rajput castes and clans, 
the custom of bridegroom price or dowry 
was practised among the aheria, udhiya, 
baiswar, basor, bhat, bhatiya, bind, dangi, 
golapurab, gujjar, jat, kachhi, kayastha, 
khangar, kingaria, kurmi, lodha, pasi, sadh, 
sejwari and sonar [Blunt 1912: 221]. 

Finally, the Brahma form of marriage 
required the gift of a daughter (kanyadana) 
with costly garments, ornaments, and other 
precious items to a well-versed person in¬ 
vited by the father. As such, Blunt correctly 
questions the assumption of dowry in its 
contemporary forms as a gift to the bride 
or a mere token of affection not essential 
to the Brahma marriage ceremony (Blunt 
1931: 319]. Tbe fact that there is one way 
transaction of gifts demonstrates graduid 
historical shift from the traditional definition 
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of the Brahma foim of marriage to the 
treatment of marriages without any pay mcnt 
from the groom to the bride as the Brahma 
marriage. 

The requirement of bride bringing money 
and property with her and no counter 
presentation from the bridegroom in 
exchange for the bride made the Brahma 
marriage coterminous with the dowry 
marriage. The growing prevalence of the 
kanyadana form of marriage also witnessed 
the simultaneous rise of the practice of the 
gift of daughter bedecked with costly clothing 
and ornaments as its integral component. 
Trautmann notes that the ideal kanyadana 
and the ‘traditional’ dowry are intricately 
connected with hypergamy, non-reciproetty 
between wife-givers and wife-takers, and 
the unidirectional flow of gifts. Because a 
bride is severed from her father's house and 
has no claim on him or his property, she is 
given a dowry of clothing, ornaments and 
other goods (Trautmann 1981; 292). 

Moreover, as the kanyadana or Brahma 
form of marriage also required the invitation 
to the bridegroom for marriage, the extent 
of do wry also worked as a necessary incenti vc 
to establish the marriage alliance. The dowry 
thus also functioned as the bridegroom-pricc 
legitimised with reference to the kanyadana 
or Brahma form of marriage. “It is nowhere 
laid down explicitly that brahmins should 
give dowries; and renunciation of bride- 
price asking, is sufflcienl condition for 
brahmanisation. Nevertheless, as social 
affirmation of economic capacity and high 
ritual status, the dowry stands as a symbol 
of brahmanisation... The introduction of the 
dowry marriage, like the refusal to do 
agricultural work, is only part of the total 
process of brahmanisation’’ (Van dcr Veen 
1972:27|. Dowry in its contemporary form 
was thus culturally expressed and couched 
in potent terms like ‘dana’ and ‘dakshina’, 
sanctified by the predominant brahmanic 
religion, associated with hypergamy, and 
integrally linked with the highest form of 
marriage, i c, the Brahma form, and its 
historically evolved socio-cultural practice 
represented much more than, in spite of 
being originally rooted in, what is referred 
to as a pan of the ‘pie-monem inheritance' 
by Goody and Tambiah (I97J). 

(b) Thk Status of Asura Form 
OF Marriage 

Opposite to the Brahma marriage was the 
Asura form of marriage. It required pre.sen- 
tation of gifts or payment from the bride¬ 
groom or his kinsmen in exchange for the 
bride. This form of marriage, as noted by 
Manu, is the one in which “the bridegroom 
having given as much wealth as he can afford 
to the father and paternal kinsmen and to the 
damsel herself, takes her voluntarily as his 
bride’’ (Manu III, 31). Linked with so-called 


non-aryan form of marriage by scholars, its 
practice was throughout condemned by the 
Sanskrit texts. Manu strongly ctenounces all 
those fathers who recei veeven asmall amount 
as gratuity for gifting daughter in marriage. 
It is, therefore, not surprising that the Asura 
form was prevalent most among so-called 
low castes- the ones which remained outside 
the brahmanic social order. 

During the early colonial period. Blunt 
found the practice of bride-price prevalent 
among many of hierarchically lower castes. 
He lists such castes and notes the average 
amount of bride-price transacted in their 
marriages; musahar(Rs 1 l/4);ahir,chamar, 
dhangar, habura (each Rs 2); bhar (Rs 214); 
patari (Rs 3); byar (Rs 4); hansphor 
(Rs 414); bhuiya, chero, dom, dusadh, khar- 
war, kol, korwa, majhwar, panka, parahiya 
(each Rs 5); khatik (Rs 7); bhuiyar, dhaikar, 
sahariya (each Rs 8); tharu (Rs 9); agartya 
(Rs 10); ghasiya (Rs 12); bhajgi (Rs 40 
to 50); bhil (Rs 30 to 60): nat (Rs 25); 
khapariya (Rs 100); sansiya (Rs 5()0); with 
soiri, raji, kingariya, kalwar, jat and gond 
(Blunt 1912: 71). Turner in 1931 Census 
Report, however, finds the fast declining 
control of tribal customs or caste patKhayats 
over the amount of bride-price. He, however, 
notes (hat its amount was now getting settled 
more and more in the nature of business 
transaction and not by traditional customs 
[Turner 1933: 312]. 'hie court thus deter¬ 
mined a marriage to be in Asura form if there 
was some pecuniary benefits to the giver of 
the bride even if same ceremonies as of 
Brahma form were performed. 

Wedding ceremonies of these hierarchi¬ 
cally lower ranked castes, however, differed 
greatly from those of the upper ones. 
Composed mainly of pre-aryan and non- 
brahmanical elements, thcirdistinci patterns 
have been noted by such early anthropologists 
as Crooke (1896), Risley (1915). etc. in mid- 
19th century.’ For example, chamars. unlike 
the upper castes, paid bride-price and not 
dowry. When the marriage was settled, fathers 
of bride and groom jointly sacrificed a pig 
to the local goddess and had a feast. Their 
wedding ceremony was very simplified and 
lasted for not more than one day as com¬ 
pared to usual three days among the upper 
castes. The groom presented the father of 
the bridc-io-bc with 10 seers of flour, one 
saree, and five rupees. There was no direct 
participation of brahmin priests [Cohn 
1955; 58].ThisrcflcctsadistinctivemaiTtage 
p.Tttcm characterised by the bride-price and 
simpler wedding ceremonies prevalent 
among the lower castes. 

Yet it appears that the Asura or the bride- 
price form of marriage was prevalent not 
only among the lower castes or shudras but 
also some brahmins and rajputs occasionally 
practised it. It arose mainly out of ecoiwmic 
compulsions and transcend caste rules and 


barriers. The 1931 Census Report finds that 
“owing to the stress of economic conditions 
... marriages by purchase are undoubtedly 
on the increase, although they are looked 
down upon by those in better circumstances. 
The increase is most marked among poor 
brahmins and inputs. Again ifthebndegrooro 
is old or suffers f^rom some defect or other he 
has to pay a bride-price. In some parts sonan 
take a bride-price either through poverty, or 
because of the relatively fewer women in 
their community” [Turner 1933: 313]. 

Another factor for the bride-price 
marriages, according to the 1931 Census 
Report, was hypergamy. Lower ranked 
brahmins and rajputs, probably with better 
financial conditions and unable to secure 
brides for their sons in their own branch, 
brought brides from somewhat higher 
branches of their community by paying 
them between Rs 100-500. Vaishyas also 
often paid a large sum as bnde-price. the 
amount of which was fixed by either 
private imermcdianesorpanchayats (TUmer 
1933; 313], 

Blunt views these practices to be origina¬ 
ting from the traditionally approved Arsha 
form of marriage. For him, the Arsha form 
differs from the Asura only in degree, in the 
former a nominal amount was paid and in 
the latter a large amount or as much wealth 
as the bridegroom can afford was paid to the 
bride's family. On this basis, he classifies 
majority of the castes mentioned earlier as 
practising the Arsha form of marriage and 
the rest the Asura form (Blunt 1931: 316- 
18]. Distortions might have come in these 
two forms due to the overlapping of marriage 
patterns and its adoption as caste customs 
over time. But the bnde-price marriage was 
not traditionally considered approved or 
desirable among the upper castes The 1931 
Report indicates that wFen the bride-price 
IS paid openly ..he mamage is celebrated at 
the bridegroom’s house and is known as 
'duta kadhana'. This was. however, con¬ 
sidered very derogatory especially for upper 
castes which usually paid the tnide-ptke 
discreetly and held the marriage at the bride’s 
house only. 

(r) Shift from Asura to Brahma FntM of 
Marriage 

The inqiact ofbrahmanisttion on the Asm 
marriage practice was evident in two trends. 
First, there was a progressive decline of the 
Asura form of marriage in prefe ren ce of the 
Brahma form. Second, o ettm on i es usually 
associated with Brahma form were increaf- 
ingly adopted by those still practising Asm 
form. It wasiher^iof An^Indancovm’ 
establishmou of the Brahma marriage aate 
most standard and legal in terms of Umhi, 
customary, and British laws. Ihe Am* 
marriage was considered legid oidy OR ire 
basis of regional custoowiy pncitee- 
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The btahmanising, Hinduising or Sans- 
kritising castes of the British period gta- 
dually began to shift from bride-price to 
dowry marriages to demonstrate their 
upgradation on the social iadder in response 
to the state’s attempt to sharpen social 
cleavages on the basis of caste hierarchy. It 
was most notable, for example, in castes like 
ahir, chamar. teli, etc - which were noted 
to be practising bride-price marriages by 
Crooke (i8%) and Blunt (1912 and 1931) 
in the mid-19th century. In his study of the 
chamar society in post-independent north 
India, Cohn found their domestic ceremonies 
increasingly fashioned according to those of 
thakurs and brahmins. Where there was once 
bride-price, “the practice of giving dowry 
has bera introduced, although the boy'$ father 
still gives a token payment to the girl’s 
father; here the transition between bride- 
price and dowry can be seen in progress” 
[Cohn in Marriot 19SS; 75; see also Beteille 
I969J. 

There was also a greater emphasis in 
observingormodellingmarriage ceremonies 
in term of rites and ritual associated with the 
Brahma form. The courts’ insistence on 
proving the legality of traditionally 
disapproved Asura form of marriage 
predominantly by such evidences as the 
proper celebration of cerenaonies provided 
a fillip to their adoption. For example, Cohn 
notes the lengthening of chamar weddings 
from one day to three days to resemble 
irahman weddings, prevalence of child 
marriages in preference to earlier marriage 
age of between twelve' to sixteen, and 
smploymenl of brahmin priest for every 
xremony except the final rite. He thus 
'cmatks that “recent changes have moved 
:hamar religion directly toward the main 
tream of the great tradition of orthodox 
Hinduism” [Cohn 1955; 75]. Such changes 
Halted becoming visiblein many lowercastcs 
luring the colonial period and established 
IS norms during the post-independent era. 
‘Sanskritisation, which was the principal 
diom of social mobility i n the past”, Beteille 
1969; 119) remarks, “appcarstohavespecial 
.ignificance today for castes in the middle 
.nd the lower middle regions of the 
lierarchy”. Such shifts redect the pervasi ve- 
less of the brahma form of marriage along 
/ith dowry and related rituals in the larger 
eetkm of society. Lower and lower middle 
lastes, which were also turning into signi- 
icant socio-economic clas.ses in the wake 
f industrialisation, increasingly opted for 
tore universally accepted brahma form in 
dace of the asura. 

Moreover, the examination of the validity 
f a particular marriage in the court required 
he extent to which ceremonies were 
ippropriately observed. Detailed descriptions 
nd standardisation by the court of an 
ppropriate marriage ceremony meant 


reinforcement of a paiticular set of customs 
and freezing of all others. It was prepared 
and approved In the perspective of Hindu 
law, customary law, and the statutory law. 
Hindu laws as administered by the Anglo- 
Indian courts, Carroll notes, “was a mixture 
of shastric laws, custom, and case-law, with 
a hardy dose of English legal concepts and 
notions, simpliried and standardised for ease 
of application and administrative conveni¬ 
ence. Not surprisingly, the e^ result con¬ 
tained several anomalies” (Carroll 1989; 7]. 
The case of AnjanaDossoe v ProladhChunder 
Gho.se, for example, dealt with the question 
of validity of a Hindu marriage even without 
involving the questions of right to property. 
Officiating chief justice Norman observed; 
“We think that the court must have juris¬ 
diction in such suit to declare the marriage 
void, if procured by fraud or force, and 
celebrated without the consent of necessary 
parties or without the formalities necessary 
to render it a binding marriage according to 
Hindu law” (Baneijee 1896; 107). The case 
involved ProladhChunderGbose’sabduction 
of Anjana Dosee’s daughter Kuppoora and 
performance of marriage ceremony with 
her at the house of a third party. Only 
marriages actually and properly celebrated 
were con-sidered to be legally binding 
[Mayne 1883; 97]. In some cases, courts 
took this view that “when the fact of the 
celebration of marriage is established, it will 
be presumed, in the absence of evidence to 
the contrary, that all the necessary ceremonies 
have been complied with” even if these 
celebrations were in violation of a previous 
agreement to many another person; or it has 
been performed without the consent of the 
person whose con-sent ought to have been 
obtained [Ibid; 97|. 

While the courts took into consideration 
the customary ceremonies of the family, i 
c, ‘kulachara’, in making judgement on the 
legality of marriages, it was limited to the 
family of elites or high castes or kings. All 
other practices were treated as deviant liable 
to make a marriage void. The legality of 
marriage ceremonies of the AdiBrahmo 
Society of Bengal was a matter of debate for 
quite some time. The court consklcted them 
Hindus on the basis of their birth in the 
community. The opinion of the English 
advocate general, Cowie was against the 
grant of the validity of their marriage 
ceremonies which was different from those 
prescribed and approved by the court iiy;ase 
of Hindus (Baneijee 1896; 105]. Similarly, 
the Gandharva marriage was held valid for 
Kshatriyas in one very old case of Hujmee 
Mull V Ranee Bhadoorun of 1817 by the 
Bengal Sudder Court. In later cases it was 
refused legal recognition as contrary to 
morality [Blunt 1931; 318].* 

Moieovo’, the judgement of the legality 
of a custom was often an artritrary process 


especially in cases of Tamilies and castes not 
prominent on the social ladder. Fbrexample, 
the chief justice in Calcutta, Sir Cha^ 
Gray, observed that “A Ithough in this country 
we cannot go back to that period which 
constitutes legal memory in England, viz, 
the reign of Richard I. yet still there must 
be some limitation, without which a custom 
ought not to be held good” [BancQee 1896: 
12-13]. A custom to be held valid, in case 
of Calcutta, must have existed from before 
the year 1773, when the Act of Parliament 
established the Supreme Court, and in case 
of mofussil, from before the year 1793, when 
the practice of the maintenance of registry 
of regulation began. Since these dates the 
power of making laws had become vested 
in the British legislature, therefore, no 
changes could be effected in the Hindu Law 
by any other agency. The custom to be held 
valid thus required proof that it was 
“uniform”, of “ancient origin”, “continuous”, 
‘'definite", “unopposed to morality or public 
policy”, upheld by courts, panchayats, or 
such experienced persons as pundits. Blunt 
thus observes that “even in the most favorable 
circumstaiKes it would be difficult (and 
expensive), task to prove the validity of an 
overriding custom” [Blunt 1931; 315]. 

The attempt to standardise the ceremonies 
associated with the Brahma form of marriage 
affected the society in two ways. First, there 
was move by the new Brahmanising castes 
to adopt the Brahma or kanyadana form of 
marriage, and second and not less 
importantly, attempts were made to follow 
the essential rituals, such as dowry, linked 
with this form. Such developments provided 
for the kanyadana or the gift of daughter with 
costly garments and jewelleries and in 
addition of or in lieu of latter with gold and 
cash within a modem set up influenced by 
the growth of industrial economy and 
consequent monetisation. The groom price 
or the “modem dowry”, as referred to by 
Srinivas, thus grew out of the traditional 
dowry coextensive with the Brahma form of 
marriage. Theprimacy which brahmanisrttion 
accorded to the Brahma form of marriage 
over the other traditionally approved forms 
arrested the growth of such customs and 
practices which were naturally evolving over 
time and different from the existing pattern. 

II 

Coktnial Restructuring of 
Sodo-Economic Order 

(a) Social Mubiuty durinc the 
Colonial Period 

During the early colonial period, the 
reinforcement and expansion of the 
‘traditional’ Brahma form of marriage with 
dowry as an integral part took place in a 
situation when the local socio-economic order 
itself was getting restructured. Pressures from 
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the cokinial own bond of cqiiidiim 
iMhaped avoiiies of nefad nobUity throng 
ib radiitributioa of exiiling and creation of 
new leiounes. Land lettlementa reallocated 
ownenhip more on the basil of cootiact than 
ttreus. This displaced i^, zamindars, tax- 
cdlecton and other remnants of Mughal 
nobility in some places and reempowered 
them in the other - but all within the context 
of priv a te property and‘fieemarket’.Cdonitd 
nik thus without so much actually destroying 
the caste hierarchy, patterns of local power, 
and socio-religioua institutions chan^ the 
context within which these traditionally 
functioned. The process of cultural 
reinforcement proceeded side by side with 
the restructuring of economic order 
unleashing newer social forces. What speeded 
up this restructuring was changes tike the 
commercialisation of agiiculture,emeigence 
of new market centres along the newly 
intrrxhiced railway routes, creation of a 
service sector for thecolonial administration, 
decline of rural indigenous industry and 
development of urban industries, and 
incorporation of regioiud ecormmies into a 
single unified ecenomy linked with the world 
capitalist economy. 

So much to that in the early 19th century 
the basis of Indian social and economic onder 
had become substantially difTetent from 
that of hundred yean back. “India”, Bayly 
(1988:144) writes, "as it is commonly con- 
reived, a land of settled arable fanning, of 
reste Hindus and of specialist agricultural 
rroduce, wu very much a creation of this 
leriod. The stranger, older India of forest 
and nomad where the agricultural frontier 
was as often in retrem u on the advance 
regan to disappear. The more homogeneous 
society of peasants and petty tnon^lenders 
wUch emerged in the later 19th century was 
amoreapproiuiatebasisfm'asenii-European 
relonial state”. Settled agriculture and 
reasam petty commodity production arose 
Dut of the colonial state’s compulsion to 
extract surplus, expand revenue collections, 
ind coikrol in an effective manner the wider 
ateaofsodety through ctesiion ofnewdasses 
md production of legitimising ideologies, 
'his provided fillip to the emergence of a 
lomimit unified socio-economic system 
within thecolonial world of market economy. 

Plural cultural tnuKtioiu characterising 
r^ums with their exclusive socio-economic 
let uplregan tomehaway. Tribal and nomads, 
luch as gnjjan, bhattis. rangar r^puts, 
newatia, and the tradiUonal trade canieis, 
Mrtjaras, were grevitated towards settled 
tgricuhore. Thdr mobility was restricted by 
le introduction of the revenue assessment 
)f waste land andrigid property rights which 
Head cultivation to the old grazing land. 
The partnership between the company and 
'wtnoneylender-tiaderirhidiliadfKilitated 
'w subjuipttion of India now proceeded in 


the conquest of India’s internal ftentiets. 
MoaM aettlen fimn the plains trickled into 
the central Indian tribal zone secured by the 
types of landionlism and forms of debt 
recovery alien to the domestic economy of 
the tribal pei^le. Coloniai arfaninistrators, 
solicitous for the stability of revenue, 
conferred on them proprielivy righu and 
legitimised their bon^ through the colonial 
courts” [Bayly 1988: 141-42]. 

Lower castes were permitted to hold land 
after the abolition of interdicts against such 
{uactices after 1812. The colonialists aboli¬ 
shed by 18S0 those practices which smacked 
of the extreme form of slavery. Domestic 
and field serfdom for the untoucludile decli¬ 
ned. This coupled with the spread of cash 
crops and money economy eroded the 
traditional patronal ties and turned many 
groups of the low castes to agriculture for 
subsistence. In central India, charmrs soon 
emerged as srrtall landhoUers; in Bihar, low 
caste ftfmets b^an to take tribals as bonded 
labour; and in artisan towns, disfdaced specia¬ 
list weavers and spinners turned to intensive 
cultivation as either poor peasants, terumts 
or agricultural laboutm The overall growth 
andbomogeneitycdtbelaiidboldingpeasants 
and the agricoltural labour class characterised 
the early 19th century rural society. 

This was followed by the simultaneous 
breaking off of the old warrior peasam 
communitiet. Some of their most eminent 
lineages either vanisbed in the war or became 
domesticated aristocracy. Others found the 
basisof their power and authority increasingly 
eroded under the colonial land settlements, 
‘^ven if there was sonM physical continuity 
of the families of the village magnsies cd 
1800 through to the small group of ’rich 
peasauite’ of the second half of the 19th 
century, the ruuure ssid context of their power 
hadchat^”(Bayly 1988:148].Thevillage- 
controliing brothobood corrununities of 
Rajputs and Brahmins under the pattidari or 
bhaichata system of the landholding too 
tended to decline. Many of them persisted 
as a part of the wider peasam body. Unable 
to meet the settled revemie demands they 
were forced to auction off their rights to new 
landlords. Othen precariously nuintained 
rights in their domain by physical or legal 
battles against the outside encroacher. (see 
Cohn 1968 and 1969 for structural chariges 
in rural society in eastern UP]. 

The above trends are evident in Cohn's 
(1968 and 1969) seminal study of structural 
changein rural society indistricUofBanatas, 
Ohazipur-BalUa, Jaunpur, and Mirzapur 
between 1793-1850. It points to the nature 
and ditection of change in general in north 
India. His study found that in all the above 
districts 34 per cent of the aeUeis of land 
were r^jputs, followed by 14 per cent of 
Muslims sod 10 percent ofbrahmins. During 
the same period,^ largest percetftage of 


buyers of land at auction were batiiyas asM 
bhurttibars who constituted 32 per oetrt of 
the total The occupation of the maxinsua 
nuttdrer of buyen of land was comtnerre and 
money-lending, followed by the zamindaiL 
The iGtja of Banaras was the single lasgest 
buyer. 

More importantly,Cohn’slist of the social 
origins of landholders in 1883 reveals that 
the largest category belonged to ‘new men’ 
who paid 31 per cem of the total revenue. 
They were fmioawd by the 18th century 
aristocrats (mainly the R^ of Banana), 
traditional aristocrats, cotrunercird familie^ 
religious institittioiis, and those of unknoira 
origin paying respectively 23.21,13,1 and 
9 per cent of revenues. Most of these new 
men earned their wealth ftom activities 
associated with the Britishruleintbe Banaras 
region and held such admutistrativepoaftioos 
as tahsiidar, sarrishtadars (head clerks), 
deputy collectors, and amins and sadaramins 
Oower court judges). Om of them only three 
were rajptns. Cohn (1969: 80) artites that 
“this is another indic^tm that until the end 
of the 19th century, new opportun iti es of 
gaining wealth were not taken by the raipnts, 
whose position was baaed on Itmdbolding 
in the pre-British era and whose e c onnm ic 
porition... was moH likely to be dedining 
in rdation to other groups."’ Silnilatly, 
Metcairs (1969: 123-41} study of Awadh 
demonstrates that while the shift of Oudh 
talukdarsfromrqastolaniSordsfotcedtfaem 
to maintain their dominance over the rural 
sodety by radically dtering the basis of their 
power to ties of rem and revemie, it created 
a situation in which there was a progressive 
decline of the village zamindars and 
permanemtenantsCklMd-kaaht’aBamisIamd 
their rqdacemeat by a new cnltivatirtg ckn 

or tenants-at-will. 

Such developtnents indicate a tread 
characterised ^ the increasing im p ort a stec 
of wealth and landboldiBg as opposed to 
status and caste categories in the social 
mobility and fixmmioo of dasses. Wealtb 
provided iradilionallynon-cultivattngciMes 
to purchase land and enter into the ranks of 
peasams or to purchase the tights to ooOnct 
revenues to beixime zainindtn and attasn a 
status at the local level. Money and mottey 
paymentshadalsobegunioerodethBiysteaK 
of dependence trad i tiot ra lly tnariced by the 
ritualised patron-diem tclationahip||| the 
18th century. ‘The economic cHges 
introduced akmgaide the cohmial rule in the 
early 19thcentuty”,Bayiy (1988: l4])aotes. 
ftirtherexpamied and cemented “the labou r - 
for-money ekmem in the relationship and 
tied it to the creation of surphn for export 
markets”. Jan BnaBan'ssoidy of Dubladahl- 
aetb of anavfl b rah mi ns in Surat UghfigMi 
newer exploilatioo bereft of the tradUoMl 
patronage and based most on Ihbonr 
ag reemem arising out of the rmuBtion of 
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usury and debt during the ooloiiial period 
and after [Breman 1972]. The colonial 
modemisaiion thus created such a situation 
in which the primacy to wealth and wealth 
generation began to undermine the social 
order providing opportunities for the rise of 
new elites and the social motnlily of many 
caste groups. 

Outside the rural world, growth of industry, 
education, and service secton promoted 
wealtfa generation in newer activities at the 
expenseof traditional sources. Searching for 
new sources for wealth generation arxl social 
dignity, new families of middle or lesser 
status (as opposed to mahajans of the highest 
status connected with the rajas and nawabs), 
found in the colonial trade an avenue for 
social mobility. In Banaras region, the 
hinterland agrawal families from Chunar 
and Jaunpur were thus first to raise their 
status through cotton trading and passing of 
(Company hundis to the west and south [Bayly 
1992: 241], While there was continuity in 
the sense that the traditional merchant castes 
were not displaced, these newer 
devetopments reflect some of the subcastes 
emerging as more powerful and successful 
in acquisition of wealth arxl status during 
the cdonial period. 

The estidrlishroent of European military 
stations, and expansion of towns like 
Allahabad, Agra, Meerut and Kanpur along 
the railway routes witnessed rise of service 
villages. This provided opportunities to 
chamar leather workers, teli oilmen, kahar 
carriers, and kalwar liquor distributors to 
engage in work with Eiuopeans as cooks, 
staUeboys, bearers and domestic servants. 
These positions were probably difficult to 
be obtained within a traditional set up 
governed by Hindu rulers [Bayly 1992:215]. 
In Bengal, Sanyal (1975: 88) notes that 
“opportunities created by these develop¬ 
ments attracted many of the attisaiu and 
traders belonging to the teli, gandhabanik, 
maira and tami castes who had earned some 
fortune through their transactions with the 
East India Company. Among these the Tillis 
were the most importanL They extensively 
availed themselves of the opportunities and 
became landholders in different parts of 
Bengal”.' 

In fact, social mobility of these artisan and 
inferior merchant groups, which rapidly 
acquired wealth and status by the nud-ISth 
ceimuy, is evident in most of the cities of 
north India. In Banaras, men of barhai 
castes, which cultivated betel-nut, and teli, 
which pressed oil, became successful city 
eMtepreneun after 1750. (n Agra, chamars 
were accepted as creditworthy merchants. 
In Mirzapur, Kassera (brass-workers) and 
kalwara (Itquer distillers) similarly rose to 
positioiu of locally prominent entre¬ 
preneurs. Exphtining the features of social 
mobility in 19th century India, Bayly (1992; 


340-41) writes: 

At any time from the mid-ISih century 
onward one can point to examples of lower 
caste families rising to weahb and honour 
within the community. Lists of works of 
'public utility’ maintained by magistrates in 
Agra and Bewu mention distillers, tailors, 
oil-men and watercsrrieri esudriishing wells, 
tanks, temples, and public wharves. But the 
logic of status system and the form of 
commercialisation both required that this 
shouldbeaflexiUe,but not on'open'society. 
Those who had passed through the gate had 
a strong interest in closing it briiind them. 
Yet by the same token, we cannpt speak of 
unchanging, traditional institutions.^both 
the sute and the market had played a pan 
in modifying relationships which 
supoficially seemed to be play^ out in the 
same ideology of shares and redistribution. 
Thus, the colonial period witnessed 
increasing social mobility which the 
expansion of state and monetisation of 
economy provided. English education arxl 
new professions both in private and public 
sectors provided opportunities to go up in 
the social ladder arid emerged as alternative 
status symbols. Yet, its feature was marked 
by the fact that those social groups which 
climbed up on the social ladder of mobility 
established themselves as separate sub-cmtes 
and often severed their relationship with 
those memheis of their own or ‘byahut’ sub¬ 
castes which were left behind Adopting 
brahmanised customs, especially in 
marriages, they perpetu^ed their distinct 
entity. 

It must also be pointed out that the process 
of social mobility exacerbated by the colonial 
structure was oriented. Oneof the most 
important features of the colonial period was 
the diminishing role of women in the 
production activities. (Census Reports of 1911 
and 1931 both highlight this fact. The 
following table [Baneijee (nd): 10] is 
illustrative of this trend. 


Tasle I: WoaKTOacE Pasticoation Rates of 
WCMEN IN SCLECTeO AKEAS 


Stales 

1911 

1931 

1961 

Bihar 

34.71 

26.09 

27.13 

Uttar Pradesh 

33.3 

29.8 

18.1 

Bengal 

18.79 

13.19 

9.44 


The fall in the percentage of women 
workers was primarily due to the reiriaceinent 
of the household industry by die factory 
industry which affected women the most In 
the dec^ preceding the 1931 census, it was 
pointed out that “whereas the increase in 
male adult industrial workers amounts to 
38.2 per cent., female industrial workers 
have increased by only )S.9 per cent and 
have not increased at all in the tofive yean” 
[Ttirner 1933:53]. It was also repotted that 
the “female earners and working dependents 


an actually and proportionally lower now. 
than they have been at the irot two censuses” 
[ibid: 410]. The fall in number of female 
workers was significant in industries like 
cotton ginning, cleaning, pressing, spinning, 
weaving, rice pounditrg and husking, etc. 
The growing economic dependency into 
which women were forced contribute to a 
large extern in, what some scholars have 
referred to as, tbe negative net worth of 
women. This augmented the structural factor 
for the expansion of dowry among the larger 
section of the populace. Moreover, social 
mobility of some classes might have also led 
to their restrictions on women to work. An 
article in Stree Darpan [1915 (Dec: VI): 
418-24] perceptively notes the link between 
women’s economic decline and the rise of 
dowry system. It says that the new rich 
classes t^ have entered demand ten times 
more dowry than they did before because 
women, even of respectable families, have 
lost their traditional occupations due to the 
rise of mill industry and also because 
women’s work for living now has bad 
connotations for the status maintenance. The 
rise of ‘modem’ dowry thus needs to be seen 
in the penpective of social changes noted 
above. 

(a) Caste/Tlass in Mahuaoe and Dowry 

During the colonial period, the 
characteristic rigidity and openness in the 
restructuring of the caste system had its 
impact on the marriage practices and dowry. 
The Brahma form of marriage with its intqpal 
component dowry was further reinforced by 
newly emerging caste rigidities. The impact 
of the process of brahmanisation or 
“Sanskritisation’’ on the development of such 
trends have been ably discussed by many 
scholars.* It is generally agreed that there 
was a constam process of several lower and 
lower-middle castes to model themselves in 
the fashion of upper castes due to increased 
opportuttities of social mobility. Yet this 
moling, unlike tbe pre-colonial period, 
did not change their caste aftixationor labels. 
What it did change or strove to change was 
usually their status within the caste based 
local hierarchical social ladder tiuough the 
process of Sanskritisation. 

In the pre-colonial era, the fluidity of tbe 
political system at the lower level and 
availability of large tract of land for 
agriculture, as Srinivas notes, provided 
opportunities for mobility to differem castes. 
A caste taking over the local power often 
proclaimed for itself a higher sutus. Or, 
families of a caste opening up land in barren 
areas and shifting to agriculture established 
iMW regional societies and were often 
accorded a new status by the king. For 
examfde, such dominant peasant castes in 
south India as marathu, reddis, vellalas, 
nayars, and Cootgs, patkian in Oujant 
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daimed Johidiy* ititiii whao they bee^ 
poweilUinlSthcentufy.TIwmwm'iliudka' 
dyiuutiei like Pali in medieval Bengal. The 
kihatriya were hiatorically rccniited from a 
wide variety of diverae castes which 
periodically became politically influential. 
Infact, K M Panikkarnotesthatevery known 
royal hmily ever since Mahapadma Nanda 
in the fifth century BC has come from a non- 
kshatriya caste [Panikkar 1955:8 quoted in 
Siinivasl969; 190].OTincateofbrahmins, 
A Baines writes, *niiere is... no section of 
brahmanic hierarchy into which recniitrnem 
from the outside has been more extensive 
or to which the claims to membership have 
been more numerous" [Baines 1912: 30 
quoted in Srinivas 1969: 190]. 

Moreover, Hindu kings, by virtue of their 
position as the head of the social order, had 
power and authority to not only settle caste 
disputes but also to raise and lower the ranks 
of castes u rewards and punishments.'" 
Muslim kings and even the early British 
exercised power to settle caste disputes. It 
was only ^ring the beginning of the 20th 
century that the extension of the British 
juridical authority gradually eroded Hindu 
kings’jurisdictionincaste matters. [Srinivas 
1969: 189-91). 

The growing entrenchment of the colonial 
state in India during the late 19th and early 
20th centuries, however, began to restrict the 
nature of social mobility. Opportunities to 
throw off caste labels or create new caste 
categories were no longer available to the 
emerging upwardly mobile social groups 
which claim^ their higher status by adopting 
customs and rituals of upper castes and made 
theirown subcastes distinct from their byahut 
ones. This, to a great extent, was the result 
of the grand colonial project of defining the 
castes and rank them in accordance to social 
ptecedemre which was carried out during 
various census operations, most notably the 
one of 1901. Avenues for social mobility 
which was often reached through the process 
of Sanskritisation and new economic 
(qtpottunities now did not mean a shift from 
one to otlw caste categories and kept the 
mobilisation limited within the castes. Thus 
Srinivas notes: "The establishment of the 
British rule resulted, on the one hand, in 
closing the traditional avenues to mobility 
and, on the other, in opening several new 
ones. More impottam, it set forces in motion 
which altered fundamentally the overall 
character of society” (Srinivas 1969: 191]. 
“In short, the tttempt to use the census to 
freeze the rank of castes had the opposite 
effect of stimulating mobility, and alto 
increased inlercatte rivalry” [Srinivu 
1966; 100]. 

During tbe colonial period, the social 
mobility thus remained within the caste 
ttnicture.TbecodificatioiiofcastesascaiTied 
out by the British census and other officials 


pnctuded any shift from a casre label or 
formation ofnewfastrcategoiles.lt merely 
made tome of the castes more accepidile/ 
high in the hierarchical social order. As 
Rowe notes that "although the recording of 
caste claims by census officials and the 
attempt in 1901 to rank castes in the census 
gave an opening to Ihe socially mobile, many 
if not most groups failed to be accorded the 
right toclaimmembenhipinahighervatna.” 
Most of the castes petitioned for changes in 
their caste affixation or labels in preference 
for new names aligning them with the upper 
castes. In the United Provinces alone, the 
superintendent of census received 175 claims 
from diffeietu sub-castes for assigning higher 
caste categories or new Sanskritised names 
[Srinivas 1966: 98-99]. For example, K C 
S Verma, a contemporary commentator on 
caste matters, wrote with regard to Khhatri's 
claims thM: "The Khatri who would fain 
rank himself with the sesodias of Mywar, 
with the jadus of Karauli, or with tbe bhatis 
of Jaiselmere, still remains a Panjabi bania; 
and no species of argument will ever 
transform tbe quill-drivingcasteofKayasthas 
into a rajput clan. It it rather late in the day 
for these would-be kshatriyas to claim a 
higher status than that which for centuries 
past they have been entitled to, and have 
accepted without question.” (Verma 1904, 
quoted in Rowe 1969: 204: for snidies on 
lUyastha’s claim see. Rowe 1969; Carroll 
1978, etc]. 

DecenMited procedure to judge claims 
of castes resulted in Ihe approval of such 
claims in one area and disapproval in other. 
The general tendency was to proclaim the 
‘approved’ regional sub-caste superior and 
dmy its relationship with ’disapproved’ and 
‘backward’ section and thus rejectingclaims 
for the general mobility of the whole of the 
total caste. Such developments reflect on the 
one hand a great deal of movement within 
sub-castes of a caste. ‘Approved’ sub-castes 
intermarried and established various 
relationships among themselves.On theothCT 
hand, these created the basis for the growth 
of caste and sub-caste rigidities due to the 
state’s tettriclions to normally accord a higher 
status or name to a caste. 

An expression of these rigidities were 
caste ‘sabhas’ or associations which played 
an impottam role in perpetuating the caste 
interest and in guiding the caste to achieve 
a higher status through the process of 
Sanskritisation. As Srinivas notes: "The 
coming into existence of caste sabha or 
association was an important factor in the 
spread as well as the acceleration of mobility. 
Initially their aims were to reform caste 
customs in the direction of Sanskritisation, 
to lay claim to high rank, to undertake such 
welfareacd vibes for caste fellowsas building 
bostds, houses on a ctMtperative basis, and 
even collies and hospitals in some areas. 


and to found journals and endow 
schtdarships. With the gradual tmsfer of 
power from the British to Indians, caste 
associations tended to become political 
pressuregroups...”[Srinivat 1969:195-96]." 

One of the most crucial impact or 
expression of the characteristic social 
mobility of castes and sub-castesisdiscemed 
in the marriage customs. The ‘superior’ 
subcastes, through the process of 
Sanskritisationdisiancedthemselvesnotonly ' 
from ‘backward’ sub-castes but alto from 
customs and rites of their own caste-marriage 
rituals. Adopting Brahma form of marriage, 
they became dowry given and takers and 
interacted with those who followed the tame 
practices in the context of the custom of 
hypeigamy in marriage. Blum (1931: 51) 
notes that till recentlyachangeof occupation, 
social or religious customs, at well as chan^ 
involving pollution, increased prosperity, 
caste quarrel were enough to produce fusion 
in subcasles and tbe formation of new 
eiKlogamaus groups. In general, "the system 
of maniage sections in most castesis perfectly 
simple. The caste is divided imo end^amous 
groups; these ate occasionally further 
subdivided into smaller groups of the same 
nature: finally the endogamous subcaste or 
sub-subcastes is broken up imo exogamous 
sections" [ibid: 49). However, ".jwwadays, 
instances of fission due to a change in so^ 
practices are uncommon; a subcaste as it 
rises in the social scale, will separate itself 
from iu humble relatives, and give up certain 
customs which are not consommi with Ms 
newly acquired dignity; but the change of 
custom is the result of the fission and not 
iu cause “ [Ibid: S3]. The subcaste endogsmy 
was thus not as rigid or immutable at the 
caste endogamy. It could be set aside due 
to above mentioiied changes by the Brahmint, 
new powerful subcaste elders, or fanily and 
caste associations either through purification 
ceremony or fines till these became ae w p^ 
as local norms. B ermanemexcommunicaiion 
was rare. 

Bayly notes the changes from the "rather 
flexible society of the 18th cemuy” to a 
more or lest ri^ social structure in tbe 19lh 
cemuiy. In “traditional India" of the 18th 
centuiy. short su|^y of men and skills made 
marriage outside caste groups common. 
"Great peasant caste-dusters such at the 
kunbis ^ western India and the jats of the 
nmth allowed their males to take concubines 
from related or lower caste groups. Tbe sons 
of these liaisons were considered jats or 
kunbis in the next generation. Even some 
rqjput subcastes which were rigidly 
endogamous in the colonial period married 
outside casteinthe 18th century. C a sleit a t tit 
in the countryside was in fitet a rather fluid 
matter^ [Bayly 1988: 29). Yet by the oM 
I9lbcentwy>iheaegrBati«ikulturaliitcaalea 
became “Teu permeable and more iMenHUy 
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divided dieoueivee”. They b^ea to MM 
taking of coocubiiiea, tf r h * d f their women 
andado|XGoniplexnilesforinaiiiage.**Riiial 
rqput clant had been exogamoiu or 
even in Mine caiea had mairied with lower- 
caite miUtaiy people (nch as the pasts in 
Awadh) to enhance their power had become 
cndogainousbytheinid>19lfaoeaiuiy’’[Bayly 
1988; 1S8]. Noting the practice of Rajputs 
in Gorakh|wr District, Martin (1838 (D): 
464) too itfomu: *The men of hi^ Uitt 
make money by marrying the daughten of 
rich cUeft of inferior rank; but they are in 
great trouble how to dispose of their 
daughters, because they will not in any 
account give them to persons of lower rank, 
and most of the higher rank wishing to many 
low girls with large fortunes, there is the 
utmost difficulty in procuring husbands for 
their dau^iters.” 

Customs of keeping ooncuinnes which 
were prevaierrt among some castes in earlier 
period were gradually losing current and 
were being replaced by those customs 
practiced by btahnaaniscd castes. In the 19th 
century, one finds that, among the upper 
caste Hindus, keeping concubines was 
considered to be the most extreme act of 
impurity causing the excomnuinication of 
person fnmi his caste. Martin (1838 (ID): 
744) infonm: "No pure Hindu in Bengal can 
lawfully keep a concubine of any sort, 
whether he is manied or tingle. But some 
of the impute tribes allow men to form a kind 
of left-b^ marriage, calted *nika’, with 
widows .of their own tribe. The contract is 
accompanied by religious ceremonies, and 
the tame fiddily,both in the man and woman, 
is expected at in proper marriage (‘vivaho’): 
but in general neither the nika nor her cMIdren 
are m mudt respected at the virgin spouse, 
especially if the caste approadtes in any 
d^ree to purity; for in tome very low castes 
there it little difference thowiL” One of the 
impiltant signs ofaSanskrititing or brahma- 
niting caste was there f ore not surprisingly 
the eschewing of die custom of widow 
marriage, known variously at ‘tagai’ or 
‘niludi* marriages. Some of these castes, as 
Risley (1913:186) writes, "have got m far 
at to throw off sub-castes distinguithed 
by their abttentkw fiom widow miniage”. 
For example, in several castes like kalwar, 
lobar, nai, and teli, a ‘byahut’ subcaste 
emer^ as the result of the abandomnent 
of widow marriage. The Saimh war subcaste 
of kuimis in Padrauna, Gorakhpur, which 
became pn)apetous,timilariygaveup widow 
mani^ nd despised baiswar and jaitwar 
fcumiis of Sitapur who practised it. On 
the tame ground, purbi and paschimi 
soom of Banaras too did not intermariy 
and interact 

Census lepoiu, and colonial surveys of 
caste customs especially by Crooke, Risley 
and Blunt are replete with such examples of 


the growing ri^ty among tfaeaubcaitea on 
the one hand and their ‘openeta* in the 
direction of Sanakritisation on the other. 
While thia promoted and reinforced endo¬ 
gamy, Mme of the subcaates became 
exogamoua too and practised the custom of 
hypergamy if their subcaates lacked toeW 
mobility on the whole or if their change of 
occupation and wealth made them doter to 
the other subcaste groups in the area.*’ In 
Azaingaih, bhan became divided into two 
exoganKws sections, the pataitandkhunlait 
of which one reared pig and the other did 
not, they did notintennany. Hie jadnbansi 
and nandbansi ahirs who were formerly 
endogamous were found to be on the way 
to analgamation and intermarriage. Hardoi 
bel wan who left the cattle trade and indulged 
in other ftiiitfli] occupations began inier- 
mairiage with the sanadh brahmins, to which 
they earlier claimed thdr origins. Sanswat 
brahmins took brides from gaur, gaurs and 
kanaufias ftom sanadbs, and kanaujias alM 
from jhijhotiyas. Karen Leonard’s (1981) 
historical study of the kayasthas of 
Hyderabad too aptly demonstrates such 
chimges within a caste group. She finds that 
from 1880s onward and especially after 
1930s, crou subcaste marriages ahMV clau 
lines were steadily becoming prevalent 
among the kayasthas. Asthanas, bhatnagars, 
srivastava, saxena, and gaur families formed 
pools forsuch nuniages. Thus while asthanas 
intermarried with saxenos, they only took 
girls from the maihurs; at the same time 
gave gills to srivasuva families of wealth 
and stMis in north India but avoided allian¬ 
ces with Hyderabad srivastava families. 

Thus, the characteristicpattemcrfmaniages 
witnessed prevalence of subcaates’ move in 
both endogamous andexogamousdiiections 
along die class lines but within a rigidified 
endogamous caste system. This exacerbated 
the social mobility within endoggmous 
sections of a caste with such ‘openneu’ 
being the result of newer sodo-eimnomic 
opportumtiesandtheconserpientiiseof social 
classes. Yet, the caste titties were not 
only maintained but greatly reinfotced 
through the courts. This is most evident in 
the rcasserti on of restrictions on the intercast e 
maiTiages, aim known as ‘anuloma’ and 
‘pratiloma’ marriages. These kinds of 
marriage were already getting obMiete 
during the pre-British era but there was 
now greater prointritioo emerging 018 of the 
court’s dis^vroval of its legality under the 
Hindu law. "Upon the authority tff cettalB 
texts of the Punmas,”, Baneijee (1896:71) 
notes, "intermarriage between different 
castes isnowabsoiutelypiohibiletr.Mayne 
(1883: 89) too notes that Hie prohibitioo 
against marriages between persons of <hf- 
fetent castes is xomparatively modem. 
Originslly, marriages between men of one 
dau and women of a lower, even at the 


iudmdaii,wiwinioogBlied. and mult have 
' hvultiiltiioii^ytopniiliMeltiaiamilgmmikiH 
of the customs of the aryas and tha 
■horgtnies". Mann as wdl as sulm willsrs 
admtoedtfastofhprinprraultiiigflromntixed 
marriages might in seven gewratioos rise to 
U|liestdass.AslatoastiietiinBorVBlakdun 
thm is recognitiao of mixed mitiiagBS. It 
may be aim due to the right of kings, as 
mentioned earlier, to grant upward or 
downward movement to a caste. The court, 
however.initially went to the ext r e m e ex t e n t 
that "marriagec between persons in different 
ndKliviiioni of the same caste, e g, of 
brahman or sudra, are...invalid unlen 
sanctioned by local custom*’ [Mayne 1883: 
90]. The legality of inter-caiie maniagea 
remainediriiendenied. Ina l906caae,nMlam 
V Suny, the AUahabad Court rdbsed tognnt 
l^ality to a marriage between a brahman 
and a chhatri. [ILR (28:11): 4S8^ It cate¬ 
gorically announced that "whatever nuty 
have been the case in ancient times, and 
whatever may be the law in other perts of 
India, at the present day a marriage between 
a brahman ddutiri is not a lawflil mar¬ 
riage inlheseproviiicesandttaeiuueof such 
a marriage is not Intimate". Slmilarty, in 
the case of Mdanm v Thanoonm during 
1867-68, the court attempted to impoie 
brahmenic laws on castes which customirily 
had flexibility in marriage. The plaintiff was 
a dome brahmin and the girl he nunted was 
a haree. 1116 Court declared that the two 
belongitig to distinct castes could not have 
a"go^ and "binding” marriage sanctioned 
by the general HinA law. Hie only recourse 
for them, wltich after an appeal was provided 
by the high court, was to prove that it was 
a local custom. 

The primary question in such casea was 
what constituted caste and where that caste 
stood in the hierarefay - as is evident fiom 
numerous cases for upgradation of caste 
estuaries and in the activities of various 
caste associations in early 20tti century. While 
the court normatively considered local 
customs it, however, made the Judgement 
accoiding to its own interpretation. The 
customary role of caste panchtyau waa 
dedated to be not bimUiig. In 1876, the 
Bombay High Court ruled that the courts of 
law will not recognise the authority of caste 
in pronoundiig a marriage void, or allowing 
a woman to remarry [Kaniian 1963; 38]. 
With the role of caste panchayats to 
practice and affect changes acconUiig to 
local cutlomsandchangingscenatiodentod, 
the court’! interpretation and judgment 
acconUng to ftoxen and antiquated cailoma 
rigkUlied the caste system and marringe 
practioea. 

The ‘opcMieaa’ evident in subcaatefdait 
wMiin a rigid caste dructute promoted the 
Brahma firnn of maniage or tiw practice of 
kasiyadana u a resnlt of Sanikritisini 
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tcadtmcitu TIrft ■In Mcounfod ud 
wfalbB!odhyp<niniy nd cwimiimtty ilio 
imcricB of dowiy. Bhot (1931: 70) bd(m 
lliat ‘Hk bridegroom price lekee die lioim 
ofadowiy with the bride end if unaleiiioaf 
the belter dame*. B1*. peidy. m an eveoti. 
the lewft hypetgamy. The bflde’i CmUy 
■e neoeeutlly of InliBrior wdal poeitloa. 
and have to pay for manyliig her to a man 
above her in rank, whilit they alao detire 
to make a show of wealth u a aet off to the 
bridegroom’a aodal advantagea. If dw bride 
it heraelf of Ugh rank. It it often dlfHcult 
to find her a hatband of tdU higher rank, 
and her family have to pay aoconHngly”. 
TUa meant the narrowing down of the field 
of aelectioa for a marriage partner, which 
in turn impelled the fidher of a girl to avail 
Umtelfof die eailieat opportunity of finding 
any boy for hia daugUer, if he not vnmt 

to nm the riak (rf an unauitabie match, The 
colonial itate’t inaittence on the reinveiiled 
brahmanical tradition along with the 
promotion of the Brahma form of mniage 
thua played an important role in the 
I inatitutioiuilitalion a^ expantioa of the 
dowry lyitem especially among the large 
number of aubcaate^dataea emerging out of 
' the social, political and economic 
consequences ofthe colonial rule. Moreover, 
what made the Brahma fom of matriage 
along with the dowry so pervasiveespedally 
among the emerging socially mobile 
subcaates and classes was that it was accepted 
m l^ally the most approved form wUch the 
court to^ into consideration while deciding 
on issues of inheritance and division of the 
property.Numerouscourtcaaeaandreimer- 
pretation of marriage forms to determine the 
legal heir or partition of the property attest 
to tUs. Once institutionalised and expan* 
ded, the specific nature of modem dowry - 
like huge demands for cuh and other 
expensive items, evolved within the ftarne- 
w^ of increased monetiaation.sigmficanoe 
of modem education in Job opportunities, 
better communication and transport net- 
wotfca, and spatial mobility. The origin of 
modem dow^ thus can be traced to the 
negative imp^ of the sodoiwlitical and 
economic forces unleashed by the colonial 

The colonial state had no interest in 
bringing about any fundamental reform as 
far as women’s right to property and 
inheritance was concerned. With the state's 
reasaertion of the antiquated Brahmanic 
tradition and its own reinterpretation of 
theMitaksham and Dayabhi^ texu in 
granting women’s right to property and 
inheritaoce, structural condiliont for obso- 
leaceoce of the practice of dowry never 
emerged. Instead, the c ha racter is tic partem 
of the emerging todo-economic order 
hcilitaied ita institutionalisation and ex- 
panakm in the north Indian aodely. 


Notaa 

PwlsbiodMakhafcNatsSwtadwMIsy.Apama 
Ban, Uma Chakmvartl, Anna Uaha and Kamsl 
Shed lor rsadtag earlier drafts of lUa paper and 
for asefal comments, suggestions arui 
anooengemern. Hoawver, I alone am respomflile 
for idem e xp w s md in the psper.] 

1 Oar diaenssion of the concept of the 
‘Rdnvanlion of Traditiaa’ is ieftaenoed by 
Hobdiawm siMi Ranger’s work on the variant 
dimensions of traditiaot and its toch>> 
hiitaiicd hapact (Hobsbawm and Ranger 
1983]. 

2 The sp o n ta neo aa groarth of the Hiwla dvil 
law was, m BanetJee (1896:7) apdy laaMtkt. 
“Mdenly arre s ted by Ihs a d ai j nlstr s ti on of 
thernaanyposshigtotfiBbsndioflhDBBglish. 
md a degree of riddhy wm fivea to it which 
it aever beftaa poaie taed ". The law tfaaa 
evolved in the colotdd period failed to 
citahlishdtliertliem iacl irB ni iiicbti hwiinir a l 
iradiliao or a modem system of rdet end 
regalaiioawhicbilMpiiwthofamotecotnplex 
dviltnutontaqaiied. "The rnwerqnmw wm**, 
m Mtgme (18^:38) writes, "a stale of arteetod 
profictt. in wUdino vokm werebeani aalcM 
they came ftom the tomb. It wm m if a 
Oennan were to adminiater Eagiiih lam from 
the tesootoea of a library fwnidied with Flora, 
Oianville and Braclon. and termiiuuing 
with Lord Coke". See abo Mmi (1989) and 
Bayly (1988) for larger diicuiwoa on these 
issues. 

3 The ocher view refers to the toxt of VUma 
that wm qnoied by the Irwyen to stale *71101 
the manri^ ceremony of the luunarried 
daughrer thonld be performed accoediog to 
the father’s wealth,’’ and that the word 
"quartar is here nsed, not in its plain asaae, 
bm simply to ei^a the slloimnce of m 
much at will aoffice for the marriage of 
tfaesisiets. 

4 Lacy Cmrell’s (1991; 791-909) ‘Daagfalm't 
Right of InheriUtooe in India: A P erspective 
on the Pnhlem of IXwty’ aiieatipis to link 
dowry with the danghler’i property righia in 
her own hnubes. It may be argoed that a 
maniage in an illegal form had the danger 
ofdepriv in gthednaghierofw h nl rve r Hm ls e d 
rights the had under the cuetomoiy rales ia 
her own ftraily. 

5 W Oooke’s Tkt Tribe md Castes ef the 
Norik Western Province and Ondk (1896: 
Volt 1-4) provider probably the ttMit 
exhawiive dee ciip tioa of the eocio-callaral 
cBitorm inclwHiig the mwiiage practioBi of 
namefooi caalea and tribes of north indiiL 

6 InBahaaivMaliireiSingh(aJ(3U.,73S). 
it wm ohoervod Ihnt no ceremooiee wero 
neceetary in the (Iwidharva fonn which wm 
linie better than concuheMge. Bit a diffesanl 
view hm boea taken in Btittdi V Radha (ILR 
12 Mad 72) far which it hm been hdd that 
caie mon i ea ara aoc eaiar y ia Otadharva 
nwiflage (Banetjee 1896: 86]. 

7 K K Irivedl (1973:47-67) notm Titstmtisl 

lfcfladnhat“Oveiywhe re ll>eaMttay- lrs i (llii g 
oaetBa,Botehly herdae, Botavanortoa raoerdad 
maamindinia(heA'fai(-i-Akhiri]faiweaiera 

unv moBMi vnouBwwin^ 

by cirea 1900*. Batweeadrea 1170 tad chca 
1900, the ptsrmiage of dm total aremander 


rMwtimdndrtsmilanBdftoai47:641042361 
In dw lanm poriod, the hrshinim. baaim. 
khaliieattdkalwaniDcnmeddNfrmttrindwte 
miialy at the ooat of me rqipatt, karads. and 
kaymihm (Rdd: 36). 

8 See alao RaJot K Riy't (1973: 97-104) 
‘DMceemiri Modendsaboo hi a Coienial 
Society: Bengal Under the Uenleaaat- 
aovemon’fordimeaaiontoftacielmobiUor. 

9 E g. Sitadvaa (1966 rpt 1971 and 1969); 
Betdlle (1969); CUai (1968 and 1969X etc. 

10 Rlaley (1896 (11): 143) notes tneh pnla of 

bsahmon ilMm local kiags and ddeftaina. 

He wiiies: "In Pastabgaili Ikere ia a cormst 
i n yu kH iIhk iIk cdofarnod Ondb ditcflina 
Mardk Chand, created bsminant whofeuie 
out of variotH kannie, ridrt. and bkars. A 
simitar case occaned in Pm ekpar. In Unao, 
rgain, a story is told of Raia Took Cbottd 
[who] asked ■ lodba... to fetch him soare 
water... The Raja after driaUng the water 
diaooveted that the oamer of the vemei wm 
a low caste man, eo he ariend him m call 
himself a Btalanaa ander the dde of PadMk 
of Amiata, m he wm urairkiag fee amngo 
(am) nee. Thta fete tdB remaim wife Iris 
descendants, who are acknoerledged m 
htahmiiia*. See ebo Stan (1991) for tech 
fleiditywiddB fee pse-ooioaial aodal Mnsemre. 

11 Notieg caale tahhaa amve toward 
Sariikiittaatioii. Sriruvm (1966: 98-100) 
frafeerwriiea: ‘Thta often involved feegiving 
up of fee fbibiddea meat and liqnor.-, and 
the doordag of fee sacred feread; and far Uttv 
ftadesh a^ Bihar, fee ihotsmtag of fee 
moaraiag period to oonem'i'id *hh feat ef 
fee twice bom cadet.. [T]hB fcmuaioa cf 
cMtB [ilio] RMuliBd it iicnsiiif tlK 
*lK»rixoniil tuvuV* of catini. A riowic 
couMHi|)il6 of horiBOflttl stTOtdi is fiwidsdl ^9^ 
iIk iltea wko fooBdod iIk Oop iMiyo SMo 
in 1912,aod wUckiododedaioafimyaM' 
tuttt, oowhonSof jilii from iP ovcf norti 
India Crmb the Pai^^ab to Bei«ar. 

12 The caiiom of bypetgamy m odi W od fee 
ndniage raise wMdn many cmiee in fee seam 
ilintitdmeifiedexog i iao mg ronpeaccergng 
to fedrtodal poehiaa and fixed a nesm of 
a higher groap taking brides from bnl not 
giving brides to lower naked gsoepe. Bendm 

, impais,Blem(1931:46)lbaBdfeiepiactiee 
moct prevaieei amoag the bhat, bym, akeskar. 
guiiar, jat, kiaaajia aad jjiho^ bnhmmd, 
khaiwm, khtoii, and palsra. See ibo Ritley 
(1913: 136-63) for difforeat atpeett at 
hypergamy. 
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Federal Fiscal Relations in India 

Issue of Horizontal IWuisfers 

JVMSamu 

Devising optimal criteria for federal fiscal transfers to reduce fiscal imbalances across the states has always 
been a demanding job in India. In particular, two aspects that have become perennial sources of controversy 
are: the disintegrated componentwise approach, and the near-subjective assignment ofweights to factors determining 
the horizontal shares of states. Given that the reduction of horizontal fiscal inequity is an important objective 
of the federal transfers, the study proposes a fiscal behavioural model to help identification of the criteria asul 
derive weights for deciding the revenue shares, based on their observed degree of association with the fiscal 
balance of states. The approach is illustrated by estimating the model using panel data. 


INTER-GOVERNMENTAL sharing of 
financial powers and the resultant fiscal 
transfers have always been controversial in 
a federal system. To some extent, the issue 
is unavoid^Ie. The transfers ate needed not 
only to correct the inherent fiscal mismatch 
betu«en the revenue sources and expenditute 
needs of the federating units, but also to 
reduce the possible inequalities with respect 
to their revenue-capacities and unit costs of 
providing public goods and services. Several 
transfer methods are in vogue in countries 
that have explicitly adopted the federal form 
of the government. Yet, the issue of devising 
an appropriate transfer mechanism aimed at 
reducing the fiscal imbalances - vertically 
between the central government and provin¬ 
cial governments, and horizontally among 
different provincial jurisdictions - remains 
controversial. In several cases the transfen 
are subject to a great deal of experimentation 
and frequent modification. Often, the lack 
of agreement on the criteria has led to domi¬ 
nance of political considerations rather than 
economic rationale. In India, the determina¬ 
tion of the fiscal transfers is a quinquennial 
ritual undertaken by successive Finance 
Commissions constituted for the purpose. 
Yet, even after 10 Commissions, the debate 
shows that an objective transfer mechanism 
has eluded the policy-makers so far. Although 
significant efforts have been made by the last 
two Finance Commissions to integrate the 
system of tax devolution and enlarge the 
divisiblepool to include all union taxes, with 
regard to the horizontal revenue sharing 
however, not much attention has been paid. 

Given the reduction of horizontal fiscal 
inequity as an important aim of the federal 
transfen, the stu^ intends to develop a 
method of objectively identifying the criteria 
and deriving of weights for deciding the 
horizontal revenue shares within a fiscal 
behavioural framework. In Section I the issues 
involved in the federal transfers in India are 
briefly reviewed, in Section II the framework., 
for the proposed model is explained, and in 
Section III the estimation of the model using 
panel data and the method of deriving 
itatewise shares ate illustrated. 

1 

Xhclaauea 

The designing of inter-governmental 
transfers is fairly complicate In India in 


view of the wider inter-sttte differences in 
economic eiKlownients and levels of income 
than found elsewhere in the federal world. 
It is further compounded by the active role 
of the central government in the ectnomic 
development through centralised planning. 
The focus in this study is on the transfers 
tecommeiKled by the Finance Commissions 
although those recommended by the Planning 
Commission and other discretionary grants 
and loans from the central government also 
form a substantial portion. In particular, the 
focus is on two aspects of the transfers 
recommended by the Finance Commissions 
that have become perpetual sources of 
controversy: (i) the disintegrated approach 
that specifies itemwise criteria for vertical 
revenue-sharing, and (ii) the near-sut^ective 
identification of, and assigmnent of weights 
to, the factors determining the horizontal 
shares. 

VEmtcAi. Shaiuno 

As regards the vertical sharing the main 
issues boil down to the differences in the 
shares in respect of the two major shared 
taxes, income tax and the union excise. The 
differeiKes, to some extent, emanate from 
the constitutional provision itself (of 
mandatory sharing of the former and the 
discretionary sharing of the latter). 
Nevertheless, the interpretation and trans¬ 
lation of the constitutional provisions by 
successive commissions into the magnitudes 
ofthe vertical shares, is difficult to understand. 
The exercise appears to be more on trial and 
error basis rather than being based on any 
scientific analysis. Not only the recommended 
shares difier between the income uui and the 
union excises, there is also a notable lack 
of consistency over time. For example, the 
recommended vertical share of income tax 
wentup from 8S per cent (First Commission) 
to 85 per cent (Seventh Commission) and 
remained so until the Tenth Commission 
changed it to 77.5 per cent. Of course, the 
peric^ enhancement of the share has been 
partly owing to the shrinkage of the divisible 
pool as a result of the increases in the income 
tax exemptions and incentives, and the non- 
inclusion of coqxtration income tax and the 
general surcha^. As regards the union 
excises, the recomended vertical share 
initially went down from 40 per cent (First 
Commission) to 20 per cent (Third 


Commission) putly because of the widened 
divisible pool due to increased coverage. 
However, as the states dependence on the 
centre went up, the Seventh Commiasion 
thought it fit to restore the share to 40 per 
cent Since then the share has been risiiig 
and the Tenth Commistion recommended 
47.5 per cent. 

(1) Non-inclusion ofotheruuesjor transfers 

Qosdy related to the issue of differential 
vertical sharing is the non-inclusion of other 
central taxes in the divisible pool. The matn 
complaint has been that the states ate dqirived 
of sharing the mote productive and buoyant 
taxes. 

As Gulati and George (1984) obeerve; 
Itemwise sharing will perpetuate the 
present hide-and-seek game played by 
the cenue and the staiea....Whal seems to 
be called for is a more radical approach 
whereby in the centre-state ahariag. one 
lakes note of the resource flows accniiag 
to the centre in their totality and thwiag 
it done on objective and equitable basis 
both between the centre and states aad 
between states (p 24). There is no reason 
in equity or in ecoaomict wbicb d tnse n d s 
that different principlea should be adopted 
depending upon the constitutional ohlilriion 
to share a giver, tax. We mge that the tame 
principles of devolutioa and distiibuiiDn 
should be adopted (as far at poaaAle) ia 
respectofbothCincome uui and unkM excise) 
the uxes [Chelliah et al 1981]. 

Of late, neverthelett. opinion is gat h eri a g 
momernum in favour of the inclusioo of 
other revenues imo the divisible pool, aad 
adopting an integrated approach fiw vcitical 
sharing. TheTaxRefoiTntCommiliee(199I) 
had observed; \ 

At present tax devolutioa to the states 
constitute around 24 percent of gross ceairal 
governroent lax revenues. With the ootueat 
and co-operatioB of the atatea the rclevaat 
coastitutional proviaioas could be ameralBd 
to the effect that 25 per cem of the aggregate 
tax revemiet of the ceaite shall be shared 
with the states. There would be ceataiaqr 
then for the states and the union legartfaf 
what revenues would accrue to their 
respective budgets aad the ceattu would not 
haw to distort its pattern of taantion by 
being virtually conipetled to rriae niia- 
shareaMe taxes (p 45). 
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Recognisiiig die need for refotm In diii 
ngisi, tfae Tenth Pinaaoe Conmiukm hei 
come out with in ‘iHemmlve’ Kheme. 
Our buic apfitoicb to vertical retowce 
iharing hu bm influaced by the view that 
it would be in the intereit of better centre- 
state reladoiii if all central taxes are pooled 
and a proportion devolved to the states. 
There is conaidenble merit in moving to 
such a system ss it would make the vertical 
sharing simple and transparetit It also gives 
greater freedom to the centre in choosing 
tax policy measures in an integrated manner. 
If a proportion of all taxes goes to the states, 
any apprehensions of biu in the choice of 
tax ineuuies will be allayed. Therefore, we 
have proposed an alternative scheme of 
devolution (Tenth Finance Commission 
1994:6]. 

The government also seem to be favouring 
such a reform. This can be regarded u a 
wetoome first step to bring in the much 
desired reform in this respect In fact, Guhan 
(1997) while assessing the pros and cons of 
such a step, goes even a step foitber and 
recommends the inclusion of plan grants and 
specific purpose grants as well into the 
divisible pool: “...except for natural 
calamities, grants for specific purposes such 
as upgradroion, special probl^ and local 
bodim are not logically sound or practically 
necessary...” [Guhan 1997:355]. Thus in so 
far as the vertical sharing is cotuxmed there 
appears to be a concerted effort to integrate 
(Cerent components of trarufen. 

Diffehential HoruzoirrAL Shamng 

Unfortunately,the reformof the horizontal 
sharing procedure has not received the same 
attention. The main issues here have been 
the near-subjective identification of the 
criteria, use of dinierent sets of criteria for 
different components and arbitrary 
assignment of weights. 

(I) Shareable Taxes 

The most discretionary aspect of the tax 
devolntions has been the use of differential 
criteriafordeterminaiionof horizontal shares 
hom income tax and excise duties as also 
the assignment of differential weights. 
B«ically,thecriteriauiedare(a)populatian, 

(b) transformations of income such as 
‘distsnce’ and ‘inverse’ (‘income adjusted 
population’ as sometimes referred to), 

(c) devefopmentalindicatonsudi as poverty, 
backwardness and infrastructure, and 

(d) contribution, and (e) tax effort. At 
observed fay the IVmth Rnance Commission, 
the criteria fordeteimining the wferse shares 
of stales have tended to converge since the 
Seventh CommistioiL Yet, the selection of 
a particular set of facton and the weighu 
auigned to them for detenniniiy the.sluires 
laqi^ lenutaied subjective and contimie to 
be ’)! gamble on the personal views of five 
'petsons,oraimtjority of them” [Dissent note 
to the Report of the Foujlh Finance 
Commissioo as quoted by Ouhan 1995]. As 
Rao and Sen (1996) observe, *The tax 
devolution it reconniended nudnty on the 


basit of general economic indiGaian and hot 
fiscal disadvantage per le...” (p 142): 

The Fifit Commission used population as 
the m^jor criterion for deterring the 
horizontal shares. Inqdidt in the use of this 
criteria is the assunqition that hiid>n<’ fiw 
population higher would be the demand for 
government expenditure and, in the absence 
of adequate rise in the revenue, wider would 
be the fiscal gap. Since the main purpose 
the federal transfien is to help the states to 
bridge the fiscal gaps inherent in the federal 
system, the concern is to help the states to 
meet the demand for provisitm of public 
goods in their jurisdictions. Since population 
represents the donand for public goods, it 
is only appropriate to use it as a relevant 
criterion. The use of ‘comributioo’ factor 
emanates from the need to motivate states 
to federate. Otherwise richer states who are 
in a position to contrihute more to the central 
taxes but are required to accept lower shares 
of transfers would find it ^fficult to get 
motivated to remain in the federation. 
However, this argument is not accepmfale as 
there are several indirect benefits of staying 
in the federation. For example, the saving 
of the expenditures on defence and law and 
order, arid the possible enhancement in the 
revenue productivity due to wider markets 
enjoyed by the entrepreneura in these states 
with little or no inter-state trade batrien. 
Moreover, this argument relating to 
motivation to remain in the federation might 
hold for those federations which are forn^ 
by independett sovereign countries. But the 
states in India ate more in the nature of 
administrative divisions. Thus there is little 
case for considering ‘contribution’ as a 
criterion for federal transfers in India. It only 
complicates the process and will not serve 
any useful purpose. The criteria of economic 
backwardness for fiscal transfers was 
introduced by the Eighth Qimmission in the 
erne of income tax. Mor to that the Second 
Commission has used an index of 
backwardness as a criterion for union excise 
duties. Over time, different indiesUon of 
backwardness - the ‘distance’, ‘inverse’, 
composite index of backwardness, poverty, 
index of infrastructure and so on, hwe come 
tobeused ascriteriaforhorizontal allocations 
of the transfers. To the extent, the level of 
devek^ment of a state depe^ on the level 
of initial endowments and historical factors 
that ate not in its control, peri^, assistiiig 
them to equalise the provision of public 
goods and services would be a laudable 
objKtive. But the inherent danger in such 
a transfer system is that it tends to reward 
econonncieiardatkHiratherthan encouraging 
developmental efforts. 

Even if one is in broad agreement with the 
selected oiteria for horiuntal transfen as 
one cannot deny their relevance to the 
govenunem expendiniie and hence with tfae 
fiscal gap, the aasignmentof weights to these 
facton still poses a problem. Tlie weights 
assigned by the PinanoeCominittloiisdo not 
seem to flow from any comprehensive 
theoretical framework. If there exiau a 


sctatlllc basis for deriving these numbers, 
nonboftfaePlnanceCooim&ionihtvecmBd 
to ex|dain it As the of transfer 

shares are highly sensirive to the asrigned 
weights, even tfae slightest modiflcatioo in 
Iheaislikelyloiesult insignificantly rflflerent 
patterns of shares. This deficiency is 
especially glaring as the welj^ used are 
diflennt for the two taxes. Moitioo may be 
made hereof the wdcomeeflbrtlviheTeirth 
Flnanoe Commitsion which used tfae same 
set of weights for both the Uutes. And in fact, 
in their alternative scheme, pooled all the 
central taxes and worked out equivalent 
shares. Yet, there it need to reduce the 
discretionaiy dements in the assigrunent of 
wdglris. 

(2) Assigned Taxes 

The diacretional selectirm of the erhesia 
and assignment of weights is also slowly 
creeping into the transfers by way of tax 
rentals, giants in lieu of tax on railway 
passenger fares, upgradation grants, grants 
forcal^ty relief, a^grants forlocai bodies. 
To begin rrith, thw transfers were directed 
at specific purposes with idativdy wdl- 
defined otrj^ves. However, the formulae 
used for tome of these trarufen has been a 
subject of incessant bickering and revision, 
so imich so over time, the original purpose 
is fast being Ibst sight of. 

For example, the recommenddions relating 
to the additional excise duties on sugar, 
tobacco and textiles are supposed to be guided 
by the 1956 agreement by which states have 
handed over the power to tax these 
commoditiet to tfae centre in lieu of a share 
in additional excise duties levied. The tax- 
rental arrangement stipulated that the 
distribution aimmg the states should assure 
them the revenue realised from their 
respective sales taxes on these articles. After 
eruuring the level of re venue which the states 
were realising from the sales tax on these 
commodiliesin 19S6-57,thesurplusrevemie 
was recommended by the Finance 
Commissiom to be distributed according to 
principles that are not exactly rdated to the 
tax yield. Over the yean, successive Finattce 
Commisssions have not only changed the 
prindpierrfdistribution of thesurplus revenue 
from thesecommodities intoaformulabaaed 
one, using the criteria such as consumptimi, 
population, sales tax revenue collectiims by 
each state, but constantly changed the 
weights assigned to the criteria. The Sixth 
Commissioo had altogether done away with 
the guarantee component, the Seventh 
Commission even went a st^ ahead and 
recommended separate principles for each 
of these commoditiea covered under this 
arrangement. Although the later Coro- 
misrim including the Tenth Commisaioa 
did restore die uniform basis for all the three 
commodities, thqr retained thefonnulabased 
sharing of the proceeds. For example, the 
Tenth Commisaioo have worked out the 
shares of the states by assigning common 
weights for all the three ooiwnodiqrgnupa 
of M per cent to populatioo and 40 per cent 
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to iWe domestic product. Again, no 
etqplwarion is given tbr detem^iing tlie 
magnitudes of & weights ^ven to tbeie 
criteria. Thus, the tax rental priodpie of this 
tmslbr is hut sight cmT. 

Sifflilariy, in the cam of grants in lieu of 
tax on railway passenger fines the intention 
was to compensate the states for the abo¬ 
lition of the tax in IMl. The ptindpie of 
distribution as laid down by the Seventh 
Commission was that the grant should be‘in 
ptoportioa to the non-suburban passenger 
earnings fiom tiafBc originating in each 
state”. The Eighth Finance Commission 
reco mm e n ded proportion to be 10.7 per 
cent However, the stmes are finding the 
transfer amwmtinadrqiidc. so imich so there 
is also a demand for formula-guided 
distribution based on criteria other than the 
hypothetical passenger earnings. And, the 
Finance Commissions seem to be not averse 
for such proposal. 

Thus, it is a matter of time that these 
components of federal transfers will also be 
shar^ on other criteria such as population. 
As and when it happens, perhaps the separate 
classification of these transfers will have no 
mearting and they can be merged with the 
other general purpose tax devolutions and 
grants and the same prindples of sharing can 
be used. Such a devdopm^ in fact, thragh 
it is welcome from point of view of 
simplification of the transfer mechanism, 
will subfect these transfen also to the same 
arbitrary prindples of horizontal sharing as 
the gen^ tax devolutions. Therefore it is 
important to adoptamore acceptable method 
of detetminiiig the staiewise shares. 

(3) Grants-in-aid 

The grants-in-aid are meant to help the 
states to overcome thdr projected budgetary 
difficulties after the devolutions. However, 
the important caved is that the ‘gap’ should 
be ‘genuine’ or ‘justifiable'. Most Finance 
Commissioiu ha ve recommended the grants- 
in-aid on the basis of reassessed budgetary 
gaps. Yet, it is argued that restricting the 
grants-in-aid to only those states with pori- 
devolution budgetary gaps is not in 
confotinity with the e^ty prindple. “A 
revenue account defidt, howwer calculated 
is no inrhcation of the need of a state and 
that to underwrite a d^dt in a schmne of 
devolution of ftmds encourages imprudent 
budgeting to the utter disregard to 
considerations of efiidency. Furfoermore, 
financing of defidt oftaids the canon of 
equity” [Gulati 1987]. The need for separde 
gnnts fid filling up die post-devohitioo gaps 
arises because of the mechanism of 
devolutiotu followed now. As will be seen 
in the next section, if a unified approach is 
followed in determining the horizontal 
transfen on the basis of criteria related to 
genuinefiscal gaps with appropriate weights, 
the question ^ some states ending up with 
surptusea and some with defidu will not 
ariie. Depend iqxmwlietherthetotalfonds 
avaiUbie for distributkm are leu or more 
than the sum of the genuine fiscal gaps, all 


the states will end iq> either wMh post 
devohitkm gaps or suipliises. 

In any case, the need for reform arisee 
because the record of transfen Iws been 
observed to be leu than satisfactory fOulati 
and George 1988]. For example, between 
1956 and 1981 ‘The low-income states u a 
group (thd is, UF,Rqiasthan,MPandBibar) 
have recdved telativdy lower than average 
per capita transfen of aU atatea. The three 
agencies, the Finance Commissions, the 
Planning Commission and the union 
ministties, do not seem to have had equity 
uppermod in their minds in affecting the 
intv-statedistributionofthe transfen within 
thdr respective ambiL” [Gulati and George 
1988:24]. They rugged thd the agency 
entrusted with the task must have the freedom 
to fix a reasonable proportion on the basis 
of an objective assessment of the needs of 
the centre and the states. 

n 

Towards Horiaodtnl Skarlssg 
oTFlecal Trsuafen 

The fird and foremost Usk towards 
reforming the horizorddsharingrtfthe federal 
transfen it to be dear and fim about the 
ob)ectives^suditiansfen.Thevadliteranire 
and the extensive review, Rao and Chelliah 
(1991), suggest thd the basic economic 
motivatiom of the federating units for coming 


togedMrasetoattaiapeaasrfIscalaflIeieaey, 
acde eooomay and eqnlly. The criietia need 
for federal transfen ataned d redaction of 
the inhereat fiscal ndsmatch c au sed Iqr the 
centralised revenue collection arith 
decentraliaedexpenifiliireftmcliombetswcn 
the centre did dm states, should also Support 
these motivations. Fiscal efScieiKy reqidres 
ofErettitvoftheinequityatiiionf the federating 
units with respect to their levenne laiaiaf 

services. Reduction of fiscal inequity among 
the fedesating units is coQstdflvpd coodttctv0 
for achieving Pareto-optimal wdfite. The 
rationale stems fiom an analogoossteation 
within a country where the ma r g i na l fiscal 
wedge (created by the non-quid pro quo 
nature (rf taxes between the margiiial dMty 
of puMic goods and the maiginal utility of 
private consunqition sacrificed) diffen 
among individuals depending iqnrn their 
capoc^.andonewqrtooonecttheimlialanoe 
is to imtoduce transfers from individnais 
with lower tax wedge to those whh higher 
tax wedge [Breton 1963, Grandich 1977, 
Rao and Chelliah 1991]. The maigiad fiscal 
wedge in the case of federding units is the 

and marginal fiscal costs federatiosL The 
fiscal costs ate in terms of tax powen and 
therevenue forgone, while the fiscal benefits 
ate the gains in terms of innea e e a in the 
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Dependent vaiuMe FISCAP 

Centred R**2 

0.94782 RBw**2 

0.9431 

Uncentred R**2 

0.99941 TxR»»2 

209J78 

Men of dependent variable 


10.488S 

Standard error of dependent variable 


I.1247S 

Standard error of estiinaie 


0.26829 

Sum of squired residuals 


13.5323 

Regression F(17,188) 


200.875 

Significance level of F 


0 

Duibin-Walson suttistic 


2.02832 

0(36^) 


49.6859 

Significance level of Q 


0.06414 


Variable 

CoeffiderM 

Standard Error 

T-,Sraiistiea 

etg — -fa 

POP 

4.39 

1.07 

4.09 

9M 

lAP 

-0.53 

0.23 

-2J3 

0.02 

POV 

0.11 

0.08 

1.44 

0.10 

FISOAP(I) 

0.32 

0.07 

4.79 

aoo 

Andhra Prwlesh 

-24.64 

5.11 

-4.82 

OjOO 

Bihar 

-25J2 

5.44 

-4.69 

an 

Oiyarat 

-23.27 

4.58 

-5.06 

OjOO 

H^ana 

-20.05 

3.61 

-5J6 

OBO 

Kariuttaka 

-23.42 

4.72 

-4.96 

0.00 

Kerala 

-21.67 

4.32 

-5.02 

aoo 

Madhya Pradesh 

-24.97 

5.01 

-4.98 

0.00 

Maharashtra 

-25.39 

5.31 

-4.78 

aoo 

Orisu 

-21J7 

4.39 

-4.92 

aoo 

Punjab 

-20.72 

3.81 

-5.43 

aoo 

Rajasthan 

-22.76 

4.65 

-4.89 

0.00 

Tamil Nadu 

-24.23 

4.98 

-4.86 

ooo 

Uttar Pradesh 

-27.27 

5.89 

-4.63 

aoo 

West Bengal 

-24.67 

5.09 

-4.85 

ooo ' 


Nous: FISOAPTool Expeadhwe - Total own rTtrimani hirtarflag rapiial riril|m 
lAF inverse of the per capita i n coa m (hire me adjnsied pepeldion). 
FOP Populdioa. *' 

POV Ratio of PDpnldkw below the poverty Use. 

(AU vmidiles we in logwiduns). 
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goveniment revenues (owing to possible rise 
in the tax base due to lower tt^ barriers 
‘ across the states and so on), and increased 
supply, and/or lower unit costs, of providing 
the public goods. ItfoUows that the desirable 
fed^ fiscal arrangement would be the one 
in which the net marginal benefit due to 
federating (NMBF) is equal for all the 
federating units. In the ab^ce of such an 
atrangement, federal fiscal transfers should 
aim to reduce ttie differences in the NMBF 
resulting from the constitutional 
arrangements. 

Operationalisation of this principlerequiies 
as a first step, measurement and comparison 
of the NMBF of each state which, in a way, 
is likely to be reflected in its ‘justifiable’ 
revenue-expenditure gap (hereafter referred 
as ‘fiscal gap’ for the s^e of convenience, 
it would have been the same as the fiscal 
deficit of the states but for the fact that we 
are excluding from our focus the transfers). 
However, as the fiscal gap is also caused by 
many other forces, before making the inter¬ 
state comparison those elements that do not 
reflect the genuine NMBF need to be 
separated out. The way to do that would be 
to first inquire into and identify factors 
causing the inter-state variations in the fiscal 
gap. Th^ factors can be classified into three 
groups: (a) factors that are common for all 
the states and have a fairly uniform influence 
on the fiscal capacity and expenditure needs, 

(b) factors that are specific to each state, and 

(c) random factors whose influence on the 
fiscal gaps is temporary. The common 
factors are akin to the criteria used by the 
Finance(^mmissions. State-specific factors 
are those that are unique to each state 
influencing its fiscal gap. Conscious efforts 
of thestategovernments to augment revenues 
or restrain expenditure come under this 
category. 

To be more specific, let the fiscal gap 
D^*E„-R of i’th state in t’th year represent 
the shortfall of own revenue (R^) to meet i'ts 
expenditure needs (EJ. Let the revenue of 
i’th state at time t be 

R. * f{K,, F,. t, and uj ...(I) 

where K s capacity factors, F=slate-specific 
factors influencing the revenue raising, t = 
time factor, and u=random factors. Similarly, 
let the expenditure of the state be 

Ei. = f{N.. C,. G,, t. and vj ...(2) 

vritere N = need factors, C = cost factors, 
G, > state-specific factors influencing the 
government spending, and v = random 
^ors. The fiscal gap is 

D, = f|K.. N., C,, 2,, t, and e.) ...(3) 

where Z, = F,-G, denote the combined effect 
of the state-specific factors on the revenue 
and expenditure, and e„« combined effect 
of the random factors. 

The best wi^ to test and estimate the above 
model would be to use panel data techniques. 
An appropriate specification of the panel 
model depends on the assumptions reg^ng 
the nature of the state-specific factors. If we 


make an assumption that their influence on 
the fiscal gap is relatively stable or regular, 
then the appropriate specification would be 
a ‘fixed effecu' model. On the other hand, 
if the influence of the state-specific factors 
is unstable and irregular, then perhaps 
‘random effects* model would be more 
appropriate. It is alio possible to use a model 
combining both the types of the effects, 
which, under certain plausible assumptions, 
can also be used to separate the effect of the 
controllable state-specific factors from that 
of the uncontrollable factors. 

The estimated fiscal gap function renders 
considerable flexibility in selecting the 
common factors responsible fortbe variation 
in the fiscal gaps of the states. For a given 
set of factors, the function automatically 
determines the weight of each factor in 
relation to its degree of relevance to offset 
the fiscal gap. For example, if population is 
considered as a factor responsible for the 
growing revenue gap, the function will 
automatically assign the weight needed 
depending upon the degree of importance of 
population on the fiscal gap. The effect of 


the time factor in coryunction with the state- 
specific effects can beuiedtodesign the best 
way to spre^ out the grant-in-aid for each 
state over time. 

m 

An Empirical fflustration 

An attempt is made to illustrate the 
approach described above. Within the above 
framework, several alternative model 
specifications are possible. For example, the 
variables to be usIkI as the determinants of 


Table 4: Weioim or the Transfee Cmtema 
Dekived ntoM THE Model 


Criteria 

Coefficient 

Derived Weight 

POP 

4.39 

87.32 

lAP 

0.53 

10.49 

POV 

0.11 

2.19 


Aftftes: POP Population. 

lAP Inverse of the per capita income 
(income adjust^ population). 
POV Ratio of Population below the 
poverty line. 

(All vatiabiM are in logarithms). 


Table 2; Statewise Shares of PisDeRAL Transfers Derived from Model 


SNo 

State 

Estimated 
Fiscal Gap 
Based on Own 
Effort 

Hypothetical Gap 
if the State Hod 
Put the Highest 
State's Eftort 

Statewise Statewise 

Shares Based Shares Based 
on Own Effort on Highest 
State's Effort 
(Per Cent) 

1 

Andhra Pradesh 

11.81 

9.17 

7.36 

8.44 

2 

Bihar 

■ 12.03 

10.28 

7.50 

9.46 

3 

Gujarat 

II.II 

7.11 

6.93 

6.54 

4 

Haryana 

9.77 

2.55 

6.09 

2.34 

5 

Karnataka 

11.24 

7.40 

7.01 

6.80 

6 

Kerala 

11.05 

5.45 

6.89 

5.01 

7 

Madhya Pradesh 

11.72 

9.42 

7.31 

8.67 

8 

Mahamhira 

11.77 

9.88 

7.34 

9.09 

9 

Orixsa 

11.46 

5.76 

7.14 

5.30 

10 

Punjab 

10.44 

3.89 

6.51 

3.58 

II 

Rajasthan 

11.69 

7.18 

7.29 

6.61 

12 

Tamil Nadu 

11.60 

8.56 

7.24 

7.87 

13 

Uttar Pradesh 

12.63 

12.63 

7.88 

11.62 

14 

West Bengal 

12.03 

9.43 

7.50 

8.67 


Table 3: Statewise Shares Worked oot prom the Model as Comfared to Past Finance 

Commissions 

(Per cent) 

SNo 

State 


. Finance Commission 


Present 

Exeiciie 

VII 

VIII 

IX 

X 

1 

Andhra Pradesh 

8.09 

8.54 

8.07 

9.04 

8.44 

2 

Bihar 

11.76 

12.45 

12.47 

13.73 

9.46 

3 

Gujarat 

5.12 

4.39 

4.14 

4.32 

6.54 

4 

Haryana 

1.64 

1.30 

1.33 

1.32 

2.34 

5 

Karnataka 

5.34 A 

5.10 

4.53 

5.70 

6.80 

6 

Kerala 

4.09 

3.80 

3.85 

4.14 

5.01 

7 

Madhya Pradesh 

8.49 

8.72 

8.75 

8.85 

8.67 

8 

Maha^htni 

9.11 

7.77 

6.92 

6M 

9.09 

9 

Orissa 

5.23 

5.63 

6.16 

4.80 

5.30 

10 

Punjab 

2.23 

1.91 

1.87 

1.56 

3.58 

11 

Rajasthan 

4.80 

4,94 

7.28 

5.93 

6.61 

12 

Tamil Nadu 

7.99 

7,27 

6.91 

7.09 

7.87 

13 

Uttar Pradesh 

17.62 

18.01 

19.46 

19.02 

11.62 

14 

West Bengal 

8.49 

10.17 

8.26 

7.98 

8.67 

Total for 14 states 

100 

100 

100 

too 

too 



the flical gap are largely bated on intuitjve 
reaioidngand therefore are nAiject to change. 
However, once a few nu^jor factors are 
specified, the inclusion of other factors, 
and their specific transformations depend 
not only on their association with the 
I dependentvariablebutalsotheircovariance 
' with the major factors. For example, if 
one is intuitively sure of the major role 
of population as a determinant of the fiscal 
ne^, the other factors such as income, 
poverty will qualify for inclusion only if 
they represent the other dimensions of 
influence. Other possible variants of the 
model can be: specification in linear or 
non-linear form, inclusion of the state- 
specific factors as fixed or random, 
inclusion or non-inclusion of the time- 
trend variable and in alternative ways, 
and so on. Some of these choices can be 
resolved on the basis of statistical tests 
involving extensive econometric work. 

Since the purpose here is only to illustrate, 
the model chosen here is a simple fixed 
effects panel data model. The fiscal gap of 
astateis interpreted as the difference between 
total expenditure and own revenue (similar 
to fiscal deficit, the difference being transfers 
ate not included undn- the revenue). The 
main factors representing the fiscal needs 
considered for this exercise are population 
(POP), and poverty ratio (POV), and those 
reflecting the revenue-raising capacity of a 
state are assumed to be state domestic product 
(SDP), degree of urbanisation (URB) and 
literacy ratio (LIT). As the dependent variable 
is the^ between total exp^iture and own 
revenue, the factors representing expend! ture 
needs such as population and poverty level 
are expected to have positive signs and the 
revenue capacity variables such as SDP and 
urbanisation are expected to have negative 
sign. However, positive signs arc not ruled 
out even for SDP and URB and LIT in so 
far as they might also represent the fiscal 
need or the unit cost of providing public 
services and therefore can be determinants 
of the government expenditure. The equations 
in log-linear form are estimated on the panel 
data for the 14 major slates spanning the 20- 
year period from 1975-76 through 1994-95. 
However, as population and state domestic 
product are found to be highly correlated 
with distorting effects on the estimation, the 
income adjusted population (lAP) is used in 
place of SDP. State-specific factors are 
included as fixed effects. Time trend effect 
is tested by including the lagged dependent 
variable. This allows the temporal effect lo 
differ among the states besidm taking care 
of the autocorrelation problem. 

After experimenting with several 
combinations of these factors, within the 
fixed effecU model, the best fit results are 
t asin'Diblel. Among the variables considered 

for the common facton the best combination 
turns out to be POP, lAP, and POV. Almost 
all the state effecu are significant, indicating 
that fiscal gap, in addition to the three factors, 
is alto influenced by a host of unidentified 
focton. An important characteristic of the 


estimated state-effecte it their negMive sign. 
The negative sign iraplkt that, but for the 
fixed effect, the estiimded fiscal gap would 
have been higher than the actual fiscal gap. 
Thus, the state-specific effecu are more in 
the nature of the conadout efforts made by 
the state govemmenu to reduce the fiscal 
gap, than the disability factors hindering 
such efforts. Otherwise, their sign would 
have been positive. 

The estimated gap function facilitates 
identification of three componenu of the 
actual revenue gap: the basic gap reptesenu 
the real fiscal di^vantage. Added to this 
gap is the second component that includes 
the impact of certain behavioral factors such 
as revenue-raising efficiency, economy 
efforu, etc, which may be partially offset. 
For this purpose, the state which has the 
lowest such effect is taken to be a bench¬ 
mark. The value of this component for the 
bench-mark state is considered to be 
reasonable. The shares of devolution are 
worked out on the basis of the hypothetical 
fiscal gap (averaged for the five-year period 
1990-95) which are as shown in Table 2. 
Comparing these shares with those 
recommended by tbe VII, VIII, IX and X 
Finance Commissions' awards (Table 3) one 
finds that the estimated shares, although 
follow the same pattern, are not quite 
identical. The advantage of using the above 
model is two-fold: First, the criteria of the 
transfers are based on the factors that need 
to be taken into account, and second, tbe 
weights to be assigned areobjectively derived 
from the regression coefficients of these 
factors. The relative weights of the common 
factors derived from the regression 
estimates are as shown in Table 4. The 
illustrative model yields the weights of 87 
per cent. 10.5 per cent, and 2 per cent 
for population, income adjusted popu¬ 
lation and poverty. To some extent, these 
weights are reminiscent of the set of weights 
used by the first two Commissions when the 
objectives of federal transfers are not mixed 
with other general economic and social 
objectives. 

IV 

Conclusion 

The approach of the Indian Finance 
Commissions has, so far, been to concentrate 
only on the common factors such as 
population, poverty, backwardness, etc. and 
somehow relate the fiscal devolutions to 
these factors. The state-specific factors are 
altogetherignored. Also, the weights assigned 
to the common factors are prone to subject! ve 
determination. Blither, the devolution criteria 
differ for different portions of the devolution 
funds. Finally, the gap filling grants-in-aid 
determination fails to make any distinction 
between the capacity factors on the one hand, 
and the state-specific behavioural and the 
temporary random factors on the other. The 
present inodel, in contrast, has the following 
advantages over the conventional devolutioa 
models adopted by the Indian Finance 
Commissions. Apart from sugpMing an 


integrated approach for all the uncondhioiial 
transfers and not making sourcewise 
distinction, the selection of the criteria and 
their weights are determined in a more 
objective manner in relation to thrir degree 
of association with the net marginal benefit 
due to federation. However, it should be 
noted that the estimtted inodel it only an 
illustration and, by no means, the last word. 
Refinements of the model are possible and 
need extensive experimentatkm. 

(The author is grateful to B P R Viital for uieM 
discussions leading lo the first draft and «*«—*« 
the anonymous referee for comments on an eariier 
draft.) 
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BANQUE NATIONALE DE PARIS 

{fncorporattd Im France with Unfiitd LieUtity) 


(Amountt in thousands of htdian Rupees) 


BALANCE SHEET AS AT MARCH 31. 1997 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1997 


CAFITAL AND 
UABILITIES 

Capital 

Reserves and tuiplus 
Dcposiu 
Borrowings 
Other liabiUties md 
provisiofu 


ASSETS 


2 10.000 

3 U19.110 

4 6A43.724 

5 4AS6J69 

6 702.217 


13.131.320 


laooo 

1.366.680 

4.1S2322 

3.9I1JOO 

309.876 




Cash and balances with 
Reserve Bank of India 7 

Balances with banks 
and money at call and 
short notice 8 

Investments 1(c) ft 9 

Advances 1(d) ft 10 

Rxed asseu 1(e) ft II 

Other assets 12 


877.333 932J68 


1.297.823 
3.521.741 
5.991.952 
77Z319 
670.150 


I B T l Ttnil 


763.102 

1.675.427 

5.298.516 

737.999 

522.266 


9.930.178 


ContintBiit liabilities 
Bills ftir ooUectioa 


13 13.301.130 26.731.728 
.1.753402 1.034.650 


The a ccomp any ing notes ate an integral part of this 
A. Ancja ft Co. 


MI¬ 
AMI Aw^ 


Note 

1997 

1996 

INCOME 




Intofctt Mfflpd 

14 

1450.040 

1.128446 

Other income 

15 

132.808 

156481 



1402448 

1484427 

EXPRNDmiRE 




IfltdvR expoodod 

16 

639485 

666434 

Operating wpenans 
Providons and 

17 

34a785 

225415 

corthigeodes 

18 

385463 

253487 



1465.933 

1.146456 

PMWir 




Net profit for the year 


236.915 

138471 

Profit brought forward 


189464 

179.903 



426479 

318474 

APPROPRUTIONS 




Transfer to statutory reserve 
Ttansfer to remittable 


47.383 

27.700 

surplus retained accoimt 


60.000 

44.300 

Remitted to head oflioe 


72.797 

57.010 

Balanoe carried forward 


246.099 

189464 



426479 

318474 


The accompanying notes are an int^ral port of this statement, 

Banqne Natfcwale de Puls 
> Indian Btaaches 

StV- 

Hptui Odaiafd 
Chief Bsecaiive and 
Couatiy Maaapr 


125. 1997 
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BANQUE NATIONALE OE PARIS 

(iHcorpormUd Im Pimmct with L i m htd LUbiUty) 

INDIAN BBANCHBS 

NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1997 
(AmouMt in llw OT udi of Indi in Rupees) 


(iii) Dcprecisdoe OS praniies is provides ai 1.63 per ceei 
per seeun M the Hnitki-liee SMlhod. The dWcnecc 
bctWMB fhf to domniood 


1. Se—sry ef SIpIBeMt Acceeuthro Mdss 

(a) Croirel 

The accompaoyiog flaaocial mtcm ea n are prepared mider 
the MMcical ooit CMvcacioa (u OMdifled by aote 1(e) 
below) aed cooforui lo ststacory provWoas sad practim 
ptevsiliai wUhia the bnkiei iaduiry ie (be eomtay. 

(b) TreaiactiaM I roeMu g fanipi esdiauie 

(i) Moeelaty asseto aad liabilhies are muwlaled at the 
excbaeie mes aotlfied by the Poreiga Bsebaage 
Dealers' AsiociaiioaofIadta(‘nDAI')aiBeyear'ead 

RfftffVf 

Baak of ladia’s (*RBr) ForelgB Coneacy Noa-Eerideai 
Accoeals seheaw (TCNRA'), which we valued at die 
lelevaBt rales aodflad by dw RBI. 

(ii) lacoew aad e s pea d itur e iteaH are traasleted at the 

(iii) O e tet aa di ag forw a rd mtebange coatracta aad spot ea* 
chaage coa ir act e arc revalued at rates of eafAaage 
Bodllod by HBDAl prevaillag at the yewead aad the 
resiililag piefite or loeses are iachided ia foe profli aad 

^ loss acoouBL 

lav ci t mcji ri ere vabied fat e rrord aa rr wbbdiecircubdaof dw 
RBL 

(i) lavcetaieittB ia Oovenuaeiit aad other a pproved eece- 
ritics aad bonds, iateaded to be held to auMOfily. are 
valued at cost. Ia case the cost price ieUgberlbaa the 
face value, such preadum is aniortiaed over the period 
to rede r aptton. Where the coat price ia less ibaa foe 
foce value, auch diacouai ia ignored. 

(ii) Trnuury bills are valued at coat of aoquisitioa. The 
iaterest accrued oa treasury bills is reported under 
‘other asaets' 

(iii) Current inveaanenta and Oovernawnt aocurWea, not 
iateaded to be held to maturity, are valued at aurket 
value. Market vahie it de t er min ed oa the basis of market 
quotations at year-cad, m iadj ea ted by foe RBI. Net 
depreciadea, if aay, is provided for, aet appredalioa, if 
any, ie i g naie d . 

(iv) Debenlnrea,beii^ unquoted, are valued at carrying coat. 

(v) Coauaercial paper it valued at carrying coat 

(d) Advauaea 

Doubifol advances are idealified by periodic appraisals of 
foe portfdio by m aaag BmwH , and appropriate proviaioae are 
atade. The related interest oa such doidafol advaacea ia 
credited to an intareat tuspeaae acc o u nt aad not accrued as 
iacoaae uaiil received. Advaacea are stated after deductioa 
of provitioat aad in t ar eat in tua p eaa e . 

( 0 ) fliod aaaats astd daptednlieu 

(i) Fixed asaets, ether than premiaes. are Slated at coat lest 
dcpfcdtliM. 

(U) The Bank had revalued iu entire preaUsea at 
MarchSl, 1993 by Ra 373.4million aad itspreoUtes 
at Mumbai at March 31, 1999 by a forfoer lu 337.7 
milUoa baaed oa foair asaikoi vahes detatatiaed by a 
Oovaraaaeai regiatcrad valuar. The aurphas arising out 
of audi revaluaiioas had been crefoisd to a levahmiioa 


preciation couqmted oa the original coat is tfaaaforied 
from foe revaluaiioo res erv e to foe profli and leas 
account. 

Depre ciat ioa it provided on iB othw fixed ataelton 
foe dimiaithing balaace amthod at rates rtaglag 
batweaa 10and2SparoaatpwtaaaaB.Dtpraclaiioa 
oa addRiona made after Septeafoer 30,19W it pro¬ 
vided for half dm year. 

(D n i Hr emeu t heaeafolealng 

The Bank has created aapamerac o ga l aed funds for prov- 
ideat fond, peasioa and gr a t ui ty benefits to cmplqw ea . 
Pension asil gratuity benefits are fully provided bat^ oa 
an actuarial vahMioa at yew-sad by an indepcadem actuary. 
LiaMlily for leave jtacashateai b ea afitt is provided ia 
respect of the entire racashahir leave baharr at yrw end. 



1997 

1996 

2. Capllal 



Capital 

lOjOOO 

I04M» 

Deposit kept with the Reserve Baak 



of India under SeciiOB 11(2) of 



foe Bankii« Regutaboa Act, 1949 

179,000 

I424NI0 

3. Rawrvw aad Saaplas 

Statutory reserve 



Opening balaacc 

194,079 

126379 

Addilioat daring foe yew 

47303 

27,700 

Closing balaace 

201X90 

194079 

Rcmiliable surplut retained acenaut 



Opeoisg 

330079 

209,779 

Addkiona during the yew 

604100 

44300 

Cloaiag balaacc 

3904179 

3304779 

Revalnaiion reserve 



Opening balance 

693,166 

704394 

Transfer to profit and lou 



account 

(IIAOO) 

(11300) 

doting 

60M70 

693.166 

Bilffwr is ptofli ssd kNt.sooowt' 


■r!?T!l 


1319,110 

1366300 

tatoSa*" 

Deauad 



l¥om banka 

1,162 

9,429 

Romofoen 

2.13IJ96 

1310321 

Savings bank dapealts 


172331 

Ttrmdtpoalls 



Pram ofoar foaa banka 

44169,162 






nm 


PbHdeal W«k|y 12.1997 
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BANQUE NATWNALE OE PARIS 

{Incorporated in France with Umiled Liabiiity) 

INDIAN BRANCHES 

NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1997 
(Amounts in thousands of Indian Rupees) 


1997 

1996 


1997 

1996 

5. Borrowings 

In India 

Reserve Bank of India 

Odier banks 

Other institutions and agencies 
Outside India 

1,758.714 

2,692,300 

5,255 

740,842 

2462,200 

604,800 

3,458 

10. Advances 

(a) Bills purchased and diacouiUed 
Cash credits, overdrafts and 
loaru repayable on donand 
Term loans 

921,826 

3,954,621 

1,115405 

5,991,952 

4442,199 

. 

282,095 

1.167,658 

5,991,952 

784,902 

3,586,186 

927,428 

5,298,516 

4,175,913 

588,726 

533,9^1 

5,298,516 


4.456.269 

3,911,300 

(b) Secured by tangiUe assets 
Covered bank/ 

Government guarantees 
Unsecured 

Secured borrowings included above 



A Other Liabilities and 
Provisions 

Bills payable 

Inter-office adjustments (net) 
IiUoest accrued 

Othen (including provisions) 

200,993 

252,136 

89,314 

159,774 

161,104 

85,949 

57,831 

204,992 

(c) Advances in India 

Priority sector 

Others 

1,797,419 

4,194,533 

1,964,377 

3,334,139 


702JI7 

509,876 


5,991,952 

5498,516 

7. Cash and Balances with 
Reserve Bank oflndia 

Cash in hand (including 
foreign currency notes) 

8,970 

7,977 

11. Filed Assett 

Premises 

At book value; 

Beginning of year 

Additions during the year 

717,732 

27,587 

717,732 

Balances with Reserve Bank 
of India 

In current account 

868,363 

944,891 

Depreciation to date 

745,319 

(31/462) 

713,857 

717,732 

(19,456) 

698,276 


877J33 

952,868 


8. Balances seith Banks and 
Money at CaB and 

Short Ncdlce 

In India 

Bdances seith banks 

13,590 

13,515 

250,000 

Other fixed assets (including 
furniture and fixtures) 

At book value: 

Be^nning of year 

Additions during the year 
Deductions during the year 

86,746 

29,976 

(2,182) 

75,444 

11404 

(2) 

In current accounts 

Money at call and short notice 
With banks 

Outside India 

Depreciation to date 


86,746 

(52,711) 



52,285 

34,035 

In currmt accounts 

242,700 

224,787 

Capital work-in-progress 

6,177 

5.688 

Money at call and short notice 


274,800 

Net book value 

772,319 




763,102 




12. Other Aaaetx 

Interest accrued 

Tax paid in advance/tax 
deducted aP source (net) 

Factored asaeu 

Stationery and stands 

Others 

Advhuces to employees 

Prepaid expenses 

Depotits 

oSers 



9. Invcstawats 

In InSa 

Oovenunent securities 

Other approved securities 

Shares 

Debentures nd bonds 
Commercial paper 

2482,940 

24,825 

230 

190,101 

963,643 

1,600,091 

24,825 

410 

50,101 

118,660 

66,331 

65,374 

684 

109463 

3Z445 

267498 

10,193 

60.174 

83.472 

91 

87,435 

42.602 

213.414 

35,078 

Gross ihm—*««««*« in 

Provision for depreciatioo 

3421.741 

1475,427 

Net investments in India 

3421,741 

1475427 


670,150 

522466 


Mmmmmrni 

tmmmmmrni 
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BANQUE NATIONALE DE PARIS 

(Incorporaud in France with Limited Liability) 

INMAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1997 
(Amounts in thousands of Indian Rupees) 



1997 

1996 

13. Contingent Liabilities 

Claims against the Bank not 
acknowledged as debts 

5.336 

15,336 

Liability on account of 
outstanding forwwd exchange 
conuacts 

11,596,842 

22,426,687 

Chiarantees given on behalf 
of constituents in India 

1,824,597 

1,563,462 

Acceptances, eiKlorsements 
and other obligations 

1,717,323 

1,831,286 

Other items for which the 

Bank is contingently liable 

356,852 

894,957 


15,501,150 

26.731.728 

14. Interest Earned 

Intercst/discounl on advances/bills 

1.033,575 

895,971 

Income on investments 

254,634 

165,534 

Interest on balances with 

Reserve Bank of India and 
other inter-bank funds 

45,776 

58,681 

Others 

16,055 

8,260 


1,330,040 

1,128,446 

15. Other Income 

Commission, exchange 
and brokerage 

86,376 

79,135 

Net profit on sale of securities 

23,908 

18,152 

Premium amortised on 
permanent investments 

(243) 

(5.803) 

Net profit/doss) on sale of land, 
buildings and other asseu 

(36) 

288 

Net profit on exchange 
transactions 

35,323 

58340 

Miscellaneous income 

7,480 

6,069 


152,808 

156,381 

16. Interest Expended 



Interest on dqiosiu 

374,565 

196,153 

Interest on Reserve Bank of Indiaf 
inter-bank borrowings 

199,852 

288,575 

Others 

65,168 

182,226 


639^185 

666.954 


- 1 

1 

1997 

1996 

17. Operating Expenses 

Payments to and provisions 
for employees 

96.579 

96,268 

Cost of vohiruary retiiemenl scheme 

- 

30,440 

Rent, taxes and lighting 

43.271 

21,835 

Priming and stationery 

5,587 

4,412 

Advertisement and publicity 

1.895 

1,798 

Depreciation on the Bank’s 
property 

11,424 

8.553 

Directors' fees, allowances 
and expenses 

Auditors' fees and expenses 

46 

31 

175 

175 

Law charges 

809 

315 

Postage, td^rams, telephones, etc 

7,578 

4,094 

Repairs and maintenance 

19,196 

10331 

Insurance 

3,937 

2,492 

Head Offtce charges 

19,313 

16319 

Other expenditure 

30,975 

28,252 


240,785 

225315 

18. Provisioiis and Ckmtingeiidcs 

Provision for non performing 
assets ('NPA') 

27,307 

9398 

Provision for. income-tax 

331,300 

219,811 

Provision for depreciation on 
investments 



Othen 

26,956 

24,678 


385.563 

253.887 


19. Percentage of Net NPAa to Net Advaacea 

Ai all NPAt are provided for at March 31, (997, the ratio 
of net NPAt to net advances at March 31, 1997 is 0.0 per 
cent (1996 - 0.0 per cent). 


20. Capital Adequacy Ratio 

.The capital adequacy ratio at March 31. 1997, as 
determined by the Bank on the basis of citculart of 
the RBI, is 8.82 per cent. (1996 - 8.69 per oeitt) 


21. l4<or Year Comparatim 

Prior year amounts have been reclassified wherever Moeaaarjr 
to conform to the current year's preaenutioo. 
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BANQUC NATIONALE DE PAMS 

(hicorponaed in Fnuict wtih IMted UabiUty) 

INDIAN BRANCHES 


Aadlton’ Report oa the FlwuMial Stoteaeats aader Sectioa 30 of tte 
BaaMag Regalatfoa Act, 1049 


We have exantined the balance sheet of Banque Natiooale de Paris - Indian Branches (‘the Bank’) as 
at March 31, 1997 and the related profit and loss account for the year then emtod. Our examinatioa 
was nude in accordance with generally accepted auditing standards and. accordingly, included such tests 
of the accounting records and such other auditing procedures as we considered necessary in the cir* 
cumstancea. We have also obtained all the information and explanations which, to the best of our 
knowledge and belief, were necessary for'the purposes of our examination and have found them to be 
sadsfactoty. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 and the provisioiu 
of sub*sectiotu (1), (2) and (S) of Section 211 and sub-section (S) of Section 227 of the Companies 
Act, 1936, the financial statements are not required to be, and are not, drawn up in accordance with 
Schedule VI to the Companies Act, 1936. The financial statements are, therefore, dnwn up in conformity 
with Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949. 

In our opinion, the accompanying financial statemenu give a true and fair view of the state of affairs 
of the Bank u at March 31, 1997 and of its profit for the year then ended. 

Furthe r more, in our opinion, 

(a) the transactions of the Bank which have come to our notice have been within ita powers; 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, and 
give the information required by the Companies Act, 1936 in the manner to required for banking 
companies; and 

(c) tbe Bank hat maintained proper books of account at required by law insofar u appears from our 
examination of those bor^. 


A. Anqfa A Co. 
Chartered Accountants 


June 23. 1997 


Sdf- 
Anil Ans^ 
Prapcleior 




Organising die Unorganised in Kerala 

Case Studies of Aruvacode and Kodungallur 

Jaya Jaidy 

Unorganised sections of society, particularly engaged in cottage and rural industry, have suffered considerable 
neglect. The two case studies of organising mat weavers of Kodungallur and potters of Aruvacode in Kerala 
record and narrate interventions to uplift these sections above poverty level. The Hind Mazdoor Kisan Panchayat 
by organising 5,000-member strong co-operative society, put an end to starvation, indebtedness and suicide among 
women mat weavers of Kodungallur, while the Dastkari Haat Samiti, through re-training the highly-skilled potter 
women of Aruvacode, and marketing their wares to the middle class echelons, prevented the women from succumbing 
to prostitution. Though these efforts have helped to combat the adverse effects of structural adjustment policy 
on these two communities, policy support from state and central agencies is equally essential for such interventions 
to sustain over longer periods. 


IF the total workforce of the natirai is assessed 
according to the number of those employed, 
India's total workforce is 314 million, of 
which 7S per cent are in ntral areas, and 
according to the annual report of the ministry 
of labour for I99S-96 an overwhelming 
proportion of this workforce is engaged in 
agriculture. About 8S percent of the workers 
are self-employed or employed on casual 
wages. Only about 13 per cent have regular 
salaried employment and around 33 million 
workers have been categorised as marginal 
workers. Of the total workforce, 224 million 
are men, and 90 million are women. Figures 
based on the 1991 Census and the National 
Sample Survey Organisation show that 86.3 
per cent of women arc employed in rural 
areas. Amongst rural women worken 87 per 
cent areemployed in agriculture as labourers 
and cultivators, whilst in urban areas 80 per 
cent of women workers are employed in 
unorganised sectors like household 
industries, petty trades and services, building 
construction, etc. The employment of women 
in the organised sector (both public and 
private sectors) as on March 31, 1993 was 
about 4.23 million. This constitutes 15.44 
per cent of the total organised sector 
employment in the country. Within the 
organised sector, the public sector accounts 
for mote employment of women than the 
private sector. 

Kerala is one of the nine states leading in 
women's employment with 10-20 per cem 
(4,36,000) participation of women in the 
overall workforce in the organised sector. 
It is significant that the report of the ministry 
of labour fails to enumerate and quantify the 
areas where unorganised women wooers 
arc spread in the artisanal sector. This is the 
twilight zone which is rarely explored by 
surveyors, administrators arid legislators. 
Most of this unorganised sector and home- 
based informal sectors are beyond the 
purviewoflabour legislation. They are among 
the most exploited and vulnerable, and suffer 
from all the broad characteristics of 


unorganised labour, viz, acute incidence of 
underemployment, scattered work places, 
home-ba^ work, lack of organisation 
leading to low collective bargaining power, 
and lack of concrete employer-employee 
relationship. 

It is widely recognised that organisational 
work amongst scattered home-based workers 
is extremely difficult and calls for persistent 
and innovative methods. Most central trade 
unions do not care to put funds into these 
sectors for the maintenance of full-time 
workers. Earnings of the marginalised 
workforce are so pitifully low that the 
collection of union funds and other such 
procedures are not possible. In any case 
mobilisation of the self-employed creates its 
own difficulties since (a) the workers may 
be scattered over many villages which are 
not necessarily geographically cohesive, 
(b) the loss of a day’s work in order to 
mobilise may mean the loss of food for the 
family, (c) thm is no perceptible “employer'' 
or “giver of benefits” to whom they can 
address their grievances. While it may be the 
government that should concern itself with 
their welfare, there is considerable 
overlapping of responsibility and hence 
confusion as to whom or which department 
can provide a response. 

In most cases where women workers in 
the artisanal sector are concerned it is nuclear 
whether the agencies directly concerned 
would be the women's welfare department, 
women's development corporations, the 
industries department, KVIC, or the 
handicrafts corporations. In theory it is 
possible that all these institutions have a 
contributory role to play as one section akmc 
could not fulfil all the basic requirements of 
the women workers. However, in practice, 
it becomes impossible to address all these 
institutions, and “govemment" which looms 
large as an amorphous body has no i ntegrated 
mechanism to respond to their demands. 
Thus, women in the artisanal sector usually 
“fall below the radar” and find themselves 


grappling alone with independent strategiet 
for survival that do not carry them very far. 

It is only when major distress signals 
emanate from these sectors that trade 
unionists, social and political activists and 
local level organisabons such as churches 
or women's groups come to know of their 
problems and initiate a process of response. 
Since organising the workers cannot dways 
precede action, there is often the need to 
create organisations through the process of - 
collective activity in areas such as training 
and marketing. 

WoUK AMONGST UnORGANBEO WoMEN 

In 1986, reports came from social activists 
belonging to the democratic socialist 
movement that thousands of women involved 
in the screwpine mat ('thazhapaya') weaving 
home-based craft were on the verge of 
starvation and suicide because of low earnings 
leading to indebtedness. The menfolk were 
marginalised because of rn.ajor changes in 
the fishing industry, thereby thrusting the 
burden of bread winner on to the women 
who had been selling their handwoven leaf 
mats as supplementary income earning 
activity for the family. Their income was 
Rs4 per mat, which they earned every 
alternate day. The Hind Mazdoor Kisan 
Panchayat (HMKP) which is a trade unkm 
federation of workers from the private and 
public sector, services, municipal, urban and 
rural sectors, look up the struggle of the mat 
weaving women, ^ at the fmt instance 
organised a scries of small meetings amongst 
them culminating in a mau trade uniaa 
meeting of 18,000 women. Their efforts 
over the past years inbuUding aco-operadve 
society over 3,000 menAiefs and ctealing an 
organisational base physically, materially 
and psychologically are presented here 
placing their story in the cdhtexi of poiicy 
priorities in the era of economic r efo t m and 
structural adjustment. 

The second ‘case study’ peitaim to Ae 
women within a communky of p oMet a ha 
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Anivacodc who had been sensationalised in 
the tegional and national press for having 
turned to prostitution ^cause of the 
impoverishment of their families. Traditional 
earthenware vessels had lost their markets 
due to the influx of steel and aluminium 
goods. Since the potters were highly skilled 
already, a training programme to introduce 
a new range of contemporary products which 
would be marketable amongst the middle 
class echelons of society were explored. In 
this effort, steps towards building a co¬ 
operative society could only lake place after 
retraining, marketing strategies, general 
awareness and moral upliftmeni, were 
introduced and accepted by the potter 
community, particularly the womenfolk. The 
thrust here was to concentrate on them as 
potters and downplay their position as 
prostitutes. By erasing the notoriety of their 
social status through enhancing their fame 
as skilled potters, the women today view 
themselves with some amount of pride i nstead 
of shame. The problem here is that while 
the basic retrieval and organisational work 
has been done, it is for many institutes 
both, pnvatc and of the state, to pick up 
the threads from here and not only sustain 
but develop their livelihoods further. This 
has not yet happened in any significant 
measure. 

Kodungallur Screwpine Mat Weavers 

The ten-million strong community of 
flsherfolk in India with its vast coastline of 
7,500 km and thousands of fishing villages 
and inland waterways, have often been 
forgotten as a composite group in matters 
of their livelihood and their rights. While the 
farm ‘lobby’ is dominated by farmers with 
large landholdings, fisherfolk, although more 
integrated and composite, have suffered from 
backwardness, lack of internal leadership 
and a general isolation from the processes 
of national policy. 

Women in both sectors have played only 
a supplementary part except in certain tribal 
societies which have been more equitable. 
Whether in the land or by the sea, in service 
activities or artisanship and self-employed 
livelihoods, the woman’s role has been crucial 
but secondary. Most often her contribution 
in terms of time and labour remains 
unacknowledged, let alone rewarded. 

In families where menfolk are engaged in 
fishing, the women have praetised supple¬ 
mentary occupations during their spare ti me, 
apart from the matketi ng of the catch. Among 
the various supplementary needs such as 
making fishing nets made of natural fibres 
and baskets for carrying the fish, women in 
many districts of K^a have been weaving 
mats out of screwpine leaves. All these 
occupations are part of an age-old tradition 
where skills are handed down from generation 
to generation. The passageof time has brought 
such industries from a position of 


supplementaiy importance to one of crucial 
ne^, where they provide the only known 
methodof sustenance for families. Our study 
of the women engaged in the screwpine mat 
weaving industry in Kodungallur taluk of 
Trichurdistrict, Kerala will present a picture 
of the changes taking place in this sector in 
the wake of revised national and international 
trade policies. 

Kodungallur. earlierknownas Cranganoie, 
on the Arabian sea coast was once a 
flourishing sea port attracting traders from 
both the east and west. Chinese, Arab, 
Christian and Jewish traders used to visit it 
in large numbers. This port town, then known 
as Musiris, was once the capital of the Chera 
empire. 

In and around Kodungallur, screwpine 
plants grow wild on the banks of rivers, 
canals, ponds and backwaters. They are used 
for fencing the fields. The root structure of 
this plant is known fur the prevention of soil 
erosion. The leaves are sword shaped, with 
thorns on both edges and along the midrib 
of the leaves. This typical inland village has 
marshy soil, water-logging and salinity. The 
average rainfall with a heavy monsoon season 
in June, July and August, is 3,000 mm per 
year. For long, this particular geographical 
area remained isolated from surface (ransport 
and communication until three connecting 
bridges were built in 1986. On the whole, 
its lack of easy accessibility to the nearest 
major city of Cochin has bwn a constraint 
in the development of the area. 

According to a sample survey, some 
important particulars arc available about the 
people of Kodungallur and its adjoining 
areas, (a) Particulars of land distribution: 
Landless: t.30pcrcent;upto lOcents: 59.80 
per cent; II to 50 cents: 28.50 per cent; 50 
cents and above; 10.4 per cent; (b) Housing; 
houseless: 0.70 percent; huts; 8.87 percent; 
tiled roof; 60.63 per cent; concrete houses: 
21.82 per cent; (c) Occupation (Age group 
18-60): Unemployed: 59.82 per cent; partly 
employed; 4.40 per cent; farming: 10.40 per 
cent; coolie work; 12.60 per cent; self- 
employed: 7.56 percent; service sector 5.32 
per cent ; (d) Income pattern of the families: 
Less than Rs S(X) per month: 57.93 per cent; 
Rs 501 to Rs 1,000 per month: 27.40 per 
cent; Rs 1,(X)I and atmve per month: 14.67 
per cent; (e) Debts outstanding: Less than 
Rs 1,000; 19.40 per cent; Rs 1,(X)0 to 
Rs 5,(XX): 38.20percent; Rs5,(X)l8nd above: 
42.40 per cent; (0 Water and sanitation 
facilities: Inaccessibility to potable drinking 
water 13.92 per cent; houses with wells: 
22.48 per cent; access to public water supply 
(public t.Tps); 63.6 per emit. 

The population of Kodungallur block is 
45,385 males and 49,066 females. 
Immigration by menfolk to the gulf areas 
of the west Asia accounts for the larger 
female population. Other backward class 
and scheduled castes constitute 50 per 


cent, Muslims30-35pefceiit,andChristians 
5-10 per cent. 

The population of those engaged in 
screwpine mat weaving has been assessed 
by many agencies. The marked differences 
in numbers arrived at are signtficanL 

(a) Accordingtotheassistantdirectoroflhe 
Khadi and Village Industries 
Commission (KVIC) there are 65,0(X) 
mat wcaven all over Kerala of whom 
Kodungailurhas 15.000-18,000of which 
I2,0(X) are engaged in mat weaving as 
a full-time activity. 

(b) The olBcials in charge of the national 
Integrated Rural Development 
Programme state that Kodungallur has 
2,560 families dependent on mat 
weaving. 

(c) The general manager of the state 
industries department, Trichur, claims 
that 5,000 women work in the mat 
weaving industry. 

(d) TheThazhappayaThozhilali Vyavasaya 
SahakaranaSangham (thescrewpine mat 
‘weavers’ co-opcrativesociety (TTVSS)) 
has.asof 1996,5,570 members. In 1987, 
it had organised a large public meeting 
of women workers to highlight their 
problems. This was attended by 18,(XX) 
women. Since many women are not part 
of the society, or may have remained 
away from the first meeting, it would 
be fair to assume that Kodungallur taluk 
has from 25,0(X)-40,000 mat weaving 
women. The total number in Kerala state 
is thus estimated at 2,00,000 screwpine 
mat weavers. 

The screwpine mat industry is organised 
as a cottage industry with the raw material 
being stored and mats woven in the small 
yards or verandahs of each home. The mats 
are approximately 6" x 3.5" in size and are 
used largely for sleeping. A small proportion 
of the mats, particul^y of the inferior variety 
goes for packaging of dry fish, jaggery and 
even as wrapping material for small sized 
machinery. The process of production docs 
not use machinery at any stage and is very 
simple. The green screwpine leaves are cut, 
their thorns removed, split into narrow strips 
lengthwise, dried and woven into mats by 
hand. There is some seasonability in 
production as during the monsoon months 
the leaves cannot be dried in the sun. 'The 
entire labour force in this industry at all 
stages of production comprises of self- 
employed women. Even old women and 
children participate in the production process. 
It takes a woman two days to weave one mat 
unless she devotes her entire day to weaving 
or she is highly skilled. 

Families dependent solely on the income 
from mat weaving find it extremely difficult 
to manage with an average earning of Rs 8 
per day. The principal reasons for this 
condition are; (1) The screwpine leaf, the 
only raw material used by the industry, is 
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grown by middle clau peaianu along lanes 
or border edges of their homes. They sell 
them in bulk to merchants who in turn sell 
them to the women. This raises the pncc of 
the raw material. Women cannot accumulate 
enough capital to buy the raw material in 
bulk directly Inmi thegrower; (2) The finance 
required for purchase of materials usually 
comes from local moneylendersor wholesale 
vendors of mats. In the former case the rales 
of interest are extremely high. Ifborrowings 
are made from the bulk vendors the producers 
have to sell their mats at very low prices. 
The bargaining capability of the women is 
low, partly due to the disability associated 
with their gender and partly because of their 
socio-economic backwardness. 

If the average cost of material for one mat 
is Rs 10 and the average selling price Rs 18, 
they earn Rs 8 per day, or if engaged in the 
chores of a household, they take two days 
to weave one mat, thedaily earning is reduced 
to Red. What makes the situation unbearable 
is that a portion of this pitifully meagre 
amount goes back to the moneylenders by 
way of interest. During the monsoon, which 
is an off-season for the industry, conditions 
deteriorate further. The prices of the mats 
come down due to slackened demand and 
the price of raw materials go up as they 
cannot be dried easily. Those who stock 
dried leaves raise the price. It may be signi¬ 
ficant to mention that in I969theraw material 
constituted one-third of the total cost, but 
in 1994, it has risen to half the total cost. 

Despite all these difficulties, the need for 
the income from mats is revealed by the 
narratives of two women. In one case, 
Thangamani has had three major operation.s. 
In order to ovca'ome the financial crisis she 
invited her mother to help in mat weaving. 
Her husband is an agricultural labourer and 
his income would have helped her to some 
extent. But she pointed out that because of 
mat weaving she could meet the medical bill. 
Her mother had given up mat weaving, but 
because of her daughter’s need, she helped 
her to weave mats. Incidentally,Thangamani 
is 40 years old and has screwpine bushes in 
her own backyard. Another case is 
Meenakshi. She is 60 years old. She pledged 
her earrings to gel raw material last year. 

Markets and marketing have continued in 
more or less traditional ways. Clientele are 
almost entirely from amongst the poor, who 
lay the mat on the floor for sleeping. It is 
also used to dry rice or fish. Earlier they were 
fashioned into umbrellas and even a rough 
kind of purse, and to wrap dried fish or small 
machines and machine parts by small-scale 
industrial units. Today, alternatives in 
packaging material and umbrellas, etc, have 
largely restricted the use of mats for sleeping. 

There has been an influx of plastu iibremats 
which are rmrre expensive .md re used by 
the middle classes. They -il'O use the 
‘mettapaya* woven out >'l a finer grass 


through a mote cumbersome process. The 
loss of markets from this sector has been 
more than made up by the poor migrant 
labour coming into Kerala fromTamil Nadu 
and Andhra Pradesh. Screwpine mats are 
particularly suited to the migrant labourers’ 
needs as they are inexpensive, readily 
available and easily disposable. Il can 
therefore be said that the screwpine mat 
producers and buyen are within a closed 
sector of the poor. Each is dependent on (he 
other, and, in fact, mat sales have increased 
because of (he influx of poor migrants. 

Marketing is carried out through the local 
shanty market, where producers and 
wholesale buyers gather for a few hours 
every afternoon. It is estimated that 
approximately 5,000 mats are sold per day 
in this manner, with the product being 
channelised into the hands of four or five 
wholesale buyers. Sellers have no access to 
wider markets on their own. 

From Sutcion to Ouiasisation-Bvilding 

Organisational efforts have been made by 
some activist agencies since 1987 when two 
women committed suicide because they were 
unable to repay the loans to the moneylenders. 
The HMKP, with the assistance of the 
Institute of Social Sciences in Delhi, and 
dedicated activist. T K Vijayan, a retired 
schoolmaster, began organising the women. 
A trade union formation was considered but 
found unhelpful in relieving them of their 
immediateproblems. A co-operative society 
was sought to be registered with shares in 
the local co-operative bank, which provided 
loans at a differential rale of interest. Due 
to political interference, the bank became 
reluctant to issue sharecerttficates. Dllimately 
another public sector bank granted per capita 
loans of Rs 1,600 to each member of the 
society in a phased manner. 

Through its own efforts and supportive 
recommendations from local district and 
municipal officials, the society has obtained 
capital grants for its scheduled caste members 
from the district industries centre, a plot of 
land for its own store and office block from 
a local journalist and philanthropist, ai>d 
assistance of Rs 2.16 lakh as a soft loan from 
the Industrial Development Bank of India 
for setting up a training centre, office and 
store. It has secured orders from the State 
Cashew Development Corporation, and now 
undertakes collection, storage and marketing 
of mats from home units. The daily earnings 
afler repayment is approximately Rs 8 to 10 
per day, which is a slight improvement on 
their earlier situation. 

Before we examine the factors which have 
created a detrimental impact on their lives 
over the past decade we must note what are 
the factors that have kept the industry alive. 
Firstly, most ingrained reason is the caste 
system, which for centuries had immobilised 
vast communities into secdons which are 


restricted, through social hierarchy and 
custom, to practising only the profession 
into which they were bom. Skills, therefore, 
passed from generation to generation without 
any loss. Secondly, local tastes lemtin much 
the same in traditional societies with their 
set cultural practices. Familiarity and 
availability of raw material and skills in 
every housiehold areal so factors.The absence 
of alternatives beyond otherlocal occupations 
in the coir, construction, coconut and 
handloom industries, and the complete 
absence of employment potential in modem 
industry sustained the practice of screwpine 
mat weaving amongst the women of 
fisherfoikfamilies.Thisareaisnot developed 
in terms of industry or other services. 
Mannual labour which attacts a minimum 
daily wage of Rs 50 is the only alternative, 
when available. 

Traditional industries have their own 
internal dynamics and linkages amongst die 
poor who are 'below the radar' of supportive 
policy interventions. Tlie poor have sustained 
the poor in this particular case almost as if 
they need each other to survive. Thus, they 
continue with this traditional work because 
no one from the outside cared to change 
things, and in a world of changing policies, 
no one cared to create policies in their favour. 
Policies related to industrialisation, 
automation and trade have affected them 
clearly although, at times, indirectly,and can 
be di vided into seven different cat^ories of 
changes. 

(I) In (he mid-1980s the government of 
] ndia (GOI) and the Kerala state government 
adopted a policy of allowing multinational 
conglomerates and bilateral joint ventures to 
engage in the use of high technology trawlers 
locatchflsh and then process, pack, transport 
and export these from the same air- 
conditioned ships. Nev- types of nylon nea 
with minusc.ile perforations and india- 
enminate sweeping up of even the shallow 
seas led to the deprivation or reduction of 
the catch for flsherfolk engagedintnditiaiial 
methods of Ashing. With exports becoming 
a prionty over domestic and local trade and 
consumption, the needs of the tnditiond 
sector of 10 million flsherfolk acrost the 
entire country were uveriooked. 

By inviting foreign entities to harvetl the 
seas, the govenunent was hoping to earn 
additional foreign exchange worth SOD 
million dollan by raising the marineproduett 
yield from the present level of 2.2 raillkm 
tonnes to 3.9 million tonnes. The deep set 
beyond the depth of 50 metres was expKted 
to yield the additional 4.7 nullkm toonet. 
With thisexpectation the government issued , 
194 of the 200 deep sea fishing UocMta ' 
proposed in the Eighth Plan and 34 of Iht 
licensees had even commenced o p w a il o — . ' 
The shose productivity is 10 dinea 
than what the deep sea yieUt but d^ nea 
fishing was given priority. TheftmnuBcai 
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has also admiued that the unbridled increase 
in mechanised boats, about 43.S per cent 
between the pmod 1989-90 to 1992-93, has 
affected traditional fishermen. A massive 
agitation by fisherfolk at the end of 1994 
forced the government to review this policy. 
In the meantime, women, who wove mats 
as a leisure time supplementary activity in 
these families now had to provide crucial, 
if not the sole, support to their families. 

(2) Technology in the area of synthetic 
materials has increased rapidly in the past 
three decades. These are used as packing 
materials and have substituted natural fibres 
in many areas. The clientele who require 
sophisticated or more ‘modem' packaging 
material and have the necessary purchasing 
power, have thus moved away from 
traditional sources. The producers arc thus 
compelled to remain as suppliers only to the 
poorer sections of society, thus denying 
themselves better profits. The resulting 
meagre income in the face of rising costs of 
living place an increasingly heavy burden 
on each family, and particularly the women. 
No corresponding appropriate technology 
has reached this sector to increase 
productivity and reduce drudgery. 

(3) Land use patterns arechanging, causing 
an increasing shortage of raw material for 
the mat weavers. With its dense population 
and small geographical area, land in kerala 
is becoming increasingly used for 
construction activities and cash crops such 
at rubber, cashew and coconut. Traditional 
homes in a more secure social environment 
used sciewpine trees as fencing along the 
roads, but now people build cement walls, 
and use cultivable areas for value added 
products for export or urban middle class 


use. 

(4) A highly literate population with little 
scope for employment in a country turning 
increasingly to mechanisation and 
automation, is forced to seek employment 
in professional, semi-skilled and manual 
sectors abroad. A vast exodus over the past 
20 years to the Gulf countries gave these 
people appreciable cash to repatriate. 
Misguided policies, or absence of necessary 
policies, of successive governmentsin Kerala, 
resulted in most of this money going into 
conspicuous consumption and acquisition 
of non-productive status symbols such as 
fancy lesideotial homes. Real estate, building 
activity, road building, etc, have squeezed 

out setewpine and hemmed in the traditional 

families who have been rendered 
unemployed. When asked if women were 
{ the main bread-wiimen around 40 (80 per 
i cent) women replied that their income 
supplemented the family income but 10(20 
per cent) women replied that they were the 
main bread-winners. Only three women said 
that their family members are engaged in 
other types of activities. Rest (94 per cent) 
said they have nothing else to fall back upon. 



(5) Since 1992, even as government has 
sought to direct more funds to the rural 
sector, the directives of the IMF/World Bank 
to their debtors and borrowers, along with 
new trade policies dictated by the GATT/ 
WTO regime, have forced it to privatise, 
commercialise or corporatise almost every 
financial institution, 'ne reduction of grants 
and subsidies is an integral part of this regime. 
This has resulted in; (a) The banking system 
preferring to move to more lucrative urban 
areas as a priority. Its support for the rural 
poor is lackadaisical at test; (b) Financial 
institutions wanting a higher and quicker 
rateofrctumwhich they get from fast growing 
sectors; (c) Guidelines to the requirements 
from those sections of the poor seeking loans 
from government sources becoming highly 
stringent. The TTVSS sought a grant of 
Rs 46 lakh in 1992 from Support to Training 
and Employment Programme for Women 
(STEP) from the GOl. It was told that in 
1992 the funds were exhausted, in 1993 that 
the guidelines, requirements and format had 
changed because of new fiscal policies, and 
in 1994 that the information provided in the 
/ormat was not adequate. Despite 
recommendations from the state government 
and professional support in preparing the 
proforma, the application is still lying in the 
human resources development ministry 
without clearance. 

Attempts to seek assistance from 
government schemes for women to build a 
capital fund have been rejected and they 
have been asked to borrow from the bank 
at normal rales, as per new guidelines in 
keeping with the new economic policy. We 
have seen that most of them depended on 
moneylenders for raw material. In addition, 
they sell mats to private traders knowing 
fully well that they lack bargaining power. 
Our case studies revealed thaiamajority(95 
per cent) of them do not have any capacity 
to hold their products so as to determine the 
prices. Yet, there is no supportive policy to 
solve this problem. 

(6) No assistance has been forthcoming 
from any go vemment department, both local, 
regional or national that in any way shows 
an understanding of the situation faced by 
the scrcwpinc mat weaving industry. Only 
four (8 per cent) out of 50 told us that they 
get some financial assistance from the 
go vernmeni. B ut the rest (92 per cent) pointed 
out that they have not heard of any scheme 
to help them such as DWACRA orlTlYSEM. 

The department directly concert is 
unawareofthenumters engaged inthe work. 
No surveys are conducted, no technology or 
marketing inputs provided. Asked about 
appropriate technology, only six (12 per 
cent) women said that they heard about 
colouring the leaves only from the church, 
the co-operative society or neighbours. 
Priorities are in areas of exports only. There 
bos tKM been any attempt to retrain them in 
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any other modern w relevant skills, provide 
product diversification or new awareness 
strategies such as stress on women’s work, 
employment or eco-friendly work. 

Yet, the women of K^ungallur are 
cheerful, stoic and persevering, despite their 
emotions being constantly underliited by an 
element of despair. Prom suicide to 
oiganisation building has been a long and 
arduous task with no light at the end of the 
tunnel for the group as a whole. The co¬ 
operative society has provided them with a 
sense of unity and psychological security 
and stabilised the price of mats, but they 
have not been rewarded with adequate ready 
cash or other financial support. Menfolk 
have occasionally joined the women in mat- 
weaving but younger girls are turning to 
other occupations like typing or tailoring. 
Even here there is competition from the 
mechanised sector and computer trained 
menfolk. Jobopportunities locally are scarce 
as world trade has not created any new jobs 
in this region. In our survey, only 3 out of 
50 pointed out that they can go to coir work, 
though some complaii^ that even that work 
is not available. Two others wonted to go 
for printing work or tailoring. Another 
woman said that she was well off as her 
husband and her sons worked as masons. But 
44 (88 per cent) women said that there was 
no other alternative to mat-weaving and 90 
per cent stated that more lucrative work was 
not available in Kodungallur. Overall, they 
were not hopeful of how they would survive 
in this industry. 

ARUVAt'otM: PorruRY AND Terracotta 
Workers 

The Nilambur community development 
block was carved out from Wamloor block. 
This is a backward area belonging to 
Malappuram district, one of the most 
backward districts of Kerala. The main 
arterial road in the area is the Calicut-Ooty 
road which links Nilambur with other parts 
of Kerala and its neighbouring states Tamil 
Nadu and Karnataka. Nilambur is mainly a 
forest area, enriched by the Chaliyar river 
and its tributaries. The main horticultural 
crops of the area include paddy, banana, 
tapioca and pepper while the important 
plantation crops are rubber, cash^ and 
coconut. The teak plantation of Nilambur is 
universally famous. 

The Hindus form majority of the town 
population, while the native Muslims and 
Christian settlers from Travancore are the 
minority groups. About two km from 
Nilambur town, there is a back street called 
A nivacode where live a group of potters who 
earn their li ving by making earthen pots and 
other clay items. They arc known by a host 
of names such as Kumbhar, Kulalan, Kusava, 
Chettiar Koyappan. Adi-Andhra, etc. The 
potters, as their name suggests, follow their 
own tr^itional occupation, viz, pottery, and 



thereby earn their living. They are highly 
skilled in making household utensils, flower 
pots, water jars and curios all out of clay. 
It is believ^ that these potters'originally 
belonged to Andhra Pradesh and in the course 
of their search for clay and other necessities, 
were finally invited by the local feudal 
landlord known as Nilambur Kovilakam to 
settle here and serve them as potters. The 
language spoken by the potters is Telugu 
mixed with Tamil and Malayalam - a factor 
which may be attributed to their former 
nomadic lifestyle, and hence has no script 
of its own. Though the potters are well 
versed in the regional language, the frequent 
use of their mother tongue often isolates 
them from others. The potters worship both 
the benign gods and goddesses as well as 
the malign spirits. Even today during festive 
occasions tiKy sacrifice goats and chickens 
to please the evil spirits. 

Puberty among girls is heralded with 
traditional fanfare and feasting. Child 
marriages are common among the potters, 
with girls being givenin marriageevenbefore 
attaining puberty. Even though the potter 
community advocates single marriage, both 
polygamy and polyandry are frequently 
noticed in the community. The traditional 
rites and rituals at the time of marriages and 
funerals are conducted by the four specially 
nominated clans, who according to their 
order of importance are Patakadan. Sel vana. 
Pullinthalum and Soudiri. Individuals who 
do not abide and participate in these rites 
and rituals are expelled from the community 
and are banned from involving themselves 
in any traditional ceremonies. The potters 
strictly follow their traditional rites and 
customs even in the case of funerals. The 
coffin is made of a single bamboo specially 
prepared for the purpose ahd the dead are 
buried ill a graveyard which is set apart 
exclusively for the potters. 

The potters wheel and kiln are the two 
important items in every workshed which is 
situated in close proximity to their homes. 
Many other crude tools, such as wooden 
hammers, planks, large sized pebbles, etc. 
are also a common sight at their workspots. 
Baking the finished clay product is a laborious 
and time-consuming process requiring a 
minimum of three days. It is the men of the 
households who are completely involved in 
processing the clay and moulding it into 
various shapes and sizes, while the 
womenfolk and children help in marketing. 
The pruductsarecarefully plaired ina bamboo 
basket called 'gappa' which is precariously 
balanced on their heads and the items are 
sold from door to door. Though at times they 
arc not able to extract the actual cost of the 
products, they still continued to sell their 
products, and it is noticed that they prefer 
the baiter system of transaction. Scarcity of 
clay, firewood and other raw materials, such 
as straw coupled with a lack of demand for 


the finished products has cretued an advene 
effect on this conage industry. This resulted 
in dire poverty and also paved the way for 
many of them to take to distilling of spurious 
liquor and prostitution. 

It has been observed that the establishment 
of the Malabar Special Police (MSP) camp 
in Nilambur, in connection with the famous 
1921 Malabaruprising, coupled with rampant 
poverty prevalent among the potters, were 
the two main reasons for the d^radation of 
the community. 

The Aiuvacode area, which comprises 97 
potter families had become openly known 
as the Red Street of Nilambur township. The 
whole locality was marked by a total lack 
of development and the inroads to the area 
were narrow and full of gutters. Only a 
handful of potter families earned their bread 
through h^ work and toil, and it is this 
mi nority who were an asset to the community. 
The lack of street lights in the area added 
to the sordid atmosphere. Even the police 
and the lawmakers watched the moral decay 
helplessly. 

It was only in 1992, that the Aruvacode 
condition came to the notice of the public 
and national media. A systematic survey of 
the entire locality was initially conducted by 
the YWCA. (The details of the survey are 
given in Tables I and 2.) It is observed that 
24 boys and 33 girls were school drop-outs. 
The survey also revealed that eight men and 
16 women were found disabled due to old 
age. Lack of sanitation and unhealthy living 
conditions are a characteristic feature of this 
community. This may be attributed to the 
limited holdings and also the absence of 
latrines in the homesteads. The majority of 
the houses are thatched with hay or coconut 
leaves and only a few are tiled ones. There 
is only one water supply tap to serve the 
whole community arid one can often see 
women forming long queues to collect water. 
Lack of electricity in these homes adds to 
the misery of the dwellers, especially that 
of the school-going children, who are forced 
to strain their eyes to study in the dim light 
of the kerosene lamps and inhale its unhealthy 
fumes as well. 

A further survey was carried out by the 
Dastkari HaatSamiti (DHS.acraftsperson's 
federation affiliated to the HMKP) lo 
establish the socio-economic status of the 
potters community of Aruvacode. All the 
potter families, numbering 97. were 
interviewed. Only 13 families still practise 
traditional pottery but four other families use 
the mould to m^e some kitchen utensils. 
In the latter case, it is the women who do 
all the work which includes procuring clay, 
cleaning, preparing the products, finishing, 
firing the kiln and finally setting them. This 
group also contains women who were earlier 
practising prostitution. 

There were also families living on daily 
labour which includes masonry, concrete 


work and farm labour. Amongst the oMer 
generation, i e. above SO years of age, there 
were none who bad gone to school. The 
percentage of people between the ages 2S 
and SO who had been to school was 25, most 
of them dropping out at the4th orSih standard. 
There were three people who had studied up 
to the pre-degree course. About 60 per cent 
from age 10 to 2S atieixled school and in 
age group 6-10, 80 per cent were school- 
goers. Even in craft practising families 
children were not encouraged to make thinp 
with clay unlike in other parts of the country 
where hffeditary learning is natural. Here 
once the child reached IS years or so. the 
parents complained that the child did not 
take interest in clay work. 

The DHS had the advantage of craft 
concerns, contacts with local bodies and the 
expertise to mobilise funds and handk a 
projea which concentrated on their traditional 
skills as potters. It wished to put aside their 
acquired notoriety as part of the flesh trade. 
There was a deep desire amongst the 
inhabitants of Aruvacode to rid themselves 
of the stigma that was causing young girls 
- to be rejected by schools and colleges or 
prospective bfldegrooms. 

However, it took many visits to Aruvacode 
before the project was formal ly slatted. Each 
was a step in confidence building, mutual 
idcniincation and trust. Well intentkmed 
menfolk found an embarrassment to enter 
.Aruvacode, while women's organisations 
and charity missions were still groping for 
a suitable area for intervention. Potter families 
who had valiantly continued to maintain 
themselves through pottery work welcomed 
the first visit of the samiti president and p 
became the conduit for further interaetkm. tf 
OpcndiscussioRswereheldwiththeeduciied r. 
youth, other villagers, local organisatioHS, 
persons concerned with administration. %(■ 
members of localI> elected bodies, and ^ 
students and teachers from the local 
college. 

Once it was perceived that the samiti had ; jj. 
Strang motivations to undertake the prtiiect. ^ 
with a firm will to improve the economi c f 
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and social conditions of the village, and 
support from both within and outside the 
village, the DHS formulated the project, 
identified those who would work, both for 
afeeand voluntarily, and laid the foundations 
fora new regeneration of skills. Funds under 
the scheme for revival of languishing crafts 
were obtained from the office of the 
development commissioner (handicrafts), 
ministry of textiles, GOI. 

Personal visits to households to identify 
levels of skill, motivational meetings for the 
women to involve themselves in trainingand 
production, took place with the local people. 
The objectives were to explain the project 
to the people and also to select people who 
could be of help in the running of the project 
from within the community. Identification 
of a site to erect the shed, kiln and tank, 
arrangements for the use of local facilities, 
short- and long-term gains were all dis¬ 
cussed with the potten and other villagers 
who cared to join these meetings. This 
ensured openness and democratic 
functioning. 

Regular meetings were initiated in May. 
Held on Saturdays, it was conceived as a 
forum for sharing and voicing opinions, 
questions and clarifications. Another 
objective was to encourage initiative and 
leadership. The larger objective was to infuse 
a sense of autonomy and solicit their active 
involvement in the running of the project 
and to encourage owning of responsibility. 
Thirty-minute meditation was also part of 
these meetings. This was felt to be an 
important component inacommunity which, 
due to poverty and insecurity was always 
close to discoid. 

• The potters of Aruvacode traditionally 
obtained their clay from a minimum of SO 
kms distance and sometimes even as far as 
Calicut which is 70 kms away. Sand is mixed 
with clay depending upon the sand content. 
The expense for getting one lorry load of 
clay was about Rs 4,000 which would last 
a family for about five months. From 1993 
they found clay in a place called Edavanna 
IS kms from Nilambur where excellent clay 
could be obtained. For the purposeof training 
two truck loads of clay was obtained in the 
first week of March itself. Later, two more 
loads of clay were brought to be used till 
August sinceduring the monsoon it isdifficult 
to obtain clay. Working table, boxes for 
transportation, storing and also the actual 
clay modelling tools were made. Apart from 
the usual clay modelling tools the trainees 
were encouraged to make or recognise tools 
necessary for clay work. They were provided 
with a tool bag and they collected various 
things like broken comb, u.sed pens, bottle 
caps, etc, to be used as tools. The regular 
. tools were made from wood, bamboo, iron 
and aluminium. 

I Even though at the first meeting about 70 
peopleattended. only 27 people finally came 
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for the training. Out of this 13 women 
regularly auended the training, two of them 
since they had small children worked at their 
own houses, and six potter couples spem a 
few hours every day with the project and the 
rest of the time at their houses. This proved 
to be good because they could involve their 
families in the project. It is important to note 
that while a fundKl project may require a 
full working day at a common workplace, 
in reality this can work as a disincentive to 
participation. Informal methods therefore 
have to be adopted. Participants received a 
monthly stipend of Rs 300. 

Initially, while construction of the shed 
was going on, vacant house was used for 
training. The trainees were exposed to books 
on design, terracotta and few product 
catalogues to give them an idea of various 
possibilities with clay. The trainees were not 
pushed into designing immediately. The 
project designer having worked in the past 
with various kinds of groups such as children, 
the deaf and mute, and craftspeople in varioas 
places and having been concerned with 
creativity and cultural identity of the group 
concerned, took up a different approach for 
training. The emphasis of the training was 
to give the trainees an ability to create and 
not just to imitate. There was less of leaching 
and more of ‘learning’ to learn. The first 
phase was to prepare the learner for learning. 
They were encouraged to design, make 
mistakes and ask questions. Even though 
this was a time consuming approach, the 
result was more permanent and culturally 
rooted. The trainees were encouraged to 
'make their own tools as the situation 
demanded and judge their own work. This 
made them more involved in the activity. 
The only skill that was taught was to make 
them understand the canons of geometry. 
They were asked to draw parallel lines, circles 
and to analyse and make corrections. They 
were discouraged from using erasers and 
scales. Most women were good in creating 
circular objects as they always related to 
circular food into the kitchen - chapati, dosa, 
idli, and are always dealing with circular 
objects such us plates. It was necessary to 
m^e the connection to understand their 
similar approach to clay. It was a good 
experience to see that th^ women related 
themselves to their work with great 
involvement. 

The focus of the training in the latter stages 
became more market-oriented. The trainees 
were encouraged todefine the use, understqpd 
the drawbacks and analyse packaging 
problems before making objects. This was 
another important aspect to be studied as 
they were not used to packing things for long 
distance carting. Towards the end of the 
programme, th^ were a fairly large number 
and a good range of products. An impromptu 
mock shop was set up at the shied, 'hie 
women had recently participated in an 


exUbitioo and thui, had some experience of 
an urban customcr-aitisan exchange. The 
idea of the mock shop had been to make them 
conscious of the quality of the clay work 
they were creating and to make them aware 
of a customers needs - functionally, 
aesthetically, and also pricewise. The mock 
sales also gave them an opportunity to 
comment on each other’s W4^ and view 
their own work, objectively, sportingly and 
from the customer’s point of view. This little 
drama was a healthy exercise, and eqjoyed 
by all. Some of the products in this mock 
shop included sculpted figurines, animals 
and birds plaques for the wall, containers of 
different sha^, coiled and pinched, soap 
trays, letter cases, pencil holders, spoon 
stands, lamp shades, bells with intricate 
patterns, lamps of different shapes in groups 
of two or more, kum-kuma holders, spoons 
made of clay, etc. 

Creating Markcting Opportunities 

In order to develop the existing market 
situation, needs of the consumer and the 
crafts appreciation pattern of the potential 
marketing centres were studied. First and 
foremost, the local situation of Nilambur 
was observed. ’There were two regular outlets 
for the potters. One was a shop where two 
of the potters were supplying their wares. 
This was to be continu^. The other outlet 
wa.s for storing Ayurvedic medicines. 
Another two potters were regularly supplying 
this shop. In both cases, though the potters 
were not paid adequate remuneration, it was 
decided that all traditional supply was to be 
continued. Pottersalso supplied tothe nearby 
towns covering a maximum distance of 30 
km but this was not at ail sufficient to sustain 
the potters. The demand wa.\ reducing even 
fortheseilems.'The traditional products being 
made were pots for storing water, cooking, 
pots for plants and a pan for making ‘appam’, 
usually used by the Muslim community. 

The other cities near Aruvacode are Calicut 
(approx 60km), Trichur (approx 95 km) and 
Emakulam (almost ISO km). These towns 
were only just beginning to appreciate 
terracotta products, unlike cities tike 
Bangalore and Madras. Apart from these, the 
other potential places were Coimbatore, 
which is nearly I SO kms away, and Mangalore 
at a distance of 300 kms. Bangalore is also 
about 330 km and Madras 500 km. 

The situation revealed that three kinds of 
markets exist; (1) The local market which 
couldusethe traditional and existing products 
with minor changes if necessary. However, 
the economic return was not satisfactory in 
this case; (2) Bigger towns in Kerala was 
another distinctive type of market. With the 
decline of craft production and an increase 
in mass product machine products, the 
aesthetic sense of Keralitei are more 
oriented towards machine products. So the 
designs needed for such a market were to 
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have hand-made goodi with a machine 
produced look (wheel work),W decorative 
and cheaper. There is a new awareness of 
hand-ma^ products, but customen are not 
willing to pay much; (3) Pdr larger places 
like Bangalore and Madras, the regular, 
decorative and free handwork was chosen. 
These could be expensive as people were 
willing to pay for intricate work. 

Export possibilities were also explored. 
These products had another kind of look and 
utility. The designers’ collaboration with the 
master potters resulted in a number of 
innovative products in kitchenware and other 
items like clocks and lamps. Architectural 
tiles, lampshades, bathroom fittings were 
made. Sonne of these were used as direct 
inputs for the training at the shed. Two more 
potters joined the group to make prototypes. 
For them all it was a new experience to make 
different firings, achieve a better finish and 
black firing. It was also an awakening into 
a whole new range of products. 

The trainees were given opportunities to 
learn about market needs through 
participation in some exhibitions during the 
project. OXFAM held an exhibition in 
Coimbatore. It was decided that 24 people 
would go for the exhibition. Since the 
exhibition was on an alMndia basis, many 
craftsmen from various parts of the country 
had come. They also saw various crafts which 
are almost extinct in Kerala. 

It was a good opportunity to test the market, 
and for the trainees to uwderstand the market 
preferences of Coimbatore. Their stall did 
well. Importantly, black pottery was in 
demand. There was a misconception within 
the potter community that it was dirty and 
burned. But they were able to sell about 85 
per cent of their goods. The work done by 
women trainees which were free hand were 
meant to enlighten them regarding market 
response. They had begun work only amonth 
before the Coimbatore exhibition. They did 
not select their work with the purpose of 
marketing, but to enable them to experience 
the market directly. After the exhibition the 
women understood whatsoldinCoimbatorc. 
Accordingly, ihcyehanged their designs and 
products. 

Two exhibitions related to designs 
emerging out of the project were conducted 
by the DHS under the exhibition schemes 
<it the office of the development 
commissioner (handicrafts), one i n Nilambur, 
and other in Ernakulam. These were for the 
purpose of market feedback and training in 
marketing, andto instill a seaseof confidence 
and pride in their work amongst the public. 

The second test for their work was the 
exhibition at Nilambur. It was made clear 
that the idea of holding the exhibition was 
for making the inhabitants of Nilambur aware 
of the work done by the Aruvacode potlere. 
We did not expect much sales. The main 
reason for holding the exhibition at Nilambur 


was to change the attitudes of the retkieiiu 
of Nilambur regarding the potters. It was 
necessatytocoromunicatethatalot of creative 
and useful work was being done at 
Aruvacode, and that the potters wanted to 
change thdrway oflife. Thedistrict collector, 
local officials and many people of the town 
visited the exhibition which received good 
publicity in the local press. State officials 
from the Khadi and Village Industries Board 
visited to explore other possibilitiesofhelping 
the villagers. They were accompanied by 
assistant district collector, village promotion 
officer, block development officer, etc. 
They ^1 visited the pottery project and 
the meeting was held in the shed prepared 
by the DHS. They expressed pleasure seeing 
the attempt made at training and product 
development. 

The next major exhibition was organised 
in Ernakulam with a grant from the 
development commissioner (handcrafts) 
under its exhibition scheme. This was to be 
the final test of the work as the project which 
was to end officially after the exhibition. 
Considerable effort was made to advertise 
the event at Ernakulam. The press reports 
were favourable. About 15 potters came for 
the exhibition as it was necessary for them 
to experience the various aspects of 
organising and running an exhibition. They 
had good sales of the products. Out of 
Rs 60,0(X) worth of goods from the project 
prototypes, they sold approximately 
Rs 50,000worth of items. It was a good sign. 
People appreciated the work and the potters 
felt confident about the new approach to 
craft products. Most of them also learned to 
sell the work. Subsequent exhibitions were 
held in Bangalore and New Delhi. At the 
latter, they received international publicity 
as well but it was difficult to persuade the 
media to avoid highlighting thetr earlier social 
condition. 

It is extremely important to involve state 
governments in concrete support for long¬ 
term and regular marketing. Efforts in this 
direction were made dunng the exhibition 
held in Ernakulam in October 1993. Dunng 
the Ernakulam exhibition contacts were made 
with the Kerala State Handicrafts 
Development Corporation and the Kerala 
State Artisans' Welfare Corporation. Both 
institutions sent their seniormosi officials to 
visit the exhibition and expressed keenness 
toinvilc them forolhercxhibitionsorganised 
by them. A private organisation which was 
to hold a fair at Trichur during Christmas 
also offered a stall. The regional officer of 
the office of the development commissioner 
(handicrafts) came from Madras to visit the 
exhibition. In retail sales, hotel chains, 

boutique owners. aichitccts,cxportcrstoGulf 

countries expressed considerable interest m 
the wide range of attractive products, and 
have been establishing contact with 
Aruvacode at a personal level. 


The practical proUem in all these cases 
were the pre-sale costs which the potien 
were unable to bear. The main were as 
follows; (a) Capital for raw material and fuel 
to produce goods for sale; (b) Packing, 
loading and transportation; (c) Cost of stall 
(rent) when demanded. These are crucial and 
major expenditures which the potters who 
earn a meagre Rs 9(X}-1,500 per month to 
feed and clothe the entire family, cannot 
afford. 

It is important for governments at the 
centre aitd stale to consider these aspects and 
formulate a policy that makes such efforts 
viable. A short-term loan, a revolving fund, 
and other such solutions are mandatory before 
they can stand on their feet. Training, 
upgradation of skills, market know-how, 
new designs and products cannot be uwislaied 
into economic survival unless some inida] 
credit is also available. Ills next to impossible 
to persuade local banks, particularly in the 
climate of reforms and corruption. 

It is difficult for a short-term project team 
a monitor developments on a long-term basis 
unless there is continuous motivation and an 
organisational support base. Voluntary 
organisations, social workers and public 
spirited local individuals are doing thdrbit, 
but the work of the DHS in uplifting women 
and reviving pottery work must be met 
halfway by major stale marketing bodies to 
guide, support and organise firm market 
links. The most important activity needed 
is to get a regular market for their produett. 
The potters are now good at marketing new 
products as per the needs of the society, but 
they are yet to learn tlie intricacies of the 
present niarket mechanism. 

Conclusion 

In the light of these two experiences, we 
have come to certain conclusions regatding 
the unorganised women worfcen of Kerala 
and the special areas of attention requited 
for their development. Even whik stale 
governments in Kerala have been progressive 
and its dcvelopmem model is being held up 
before the world, and even while femde 
literacy in Kerala surpasses thst of sny ether 
part of the country, unorganised sectioro of 
society, particularly those who are engaged 
in cottage and lural industry and manufacture 
of traditional producu which serve the rural 
and uiban poor, have suffered considenMe 
neglect. There has been no census conducted 
of these woikeis, nor have women's rotes 
and occupations within these sectors been 
given any recognition or developn.ent 
support. 

The agencies serving these sectors are 
multiple, resulting in a lack of fos its. targets 
or specific attention and co-ordmaiion. 
Agencies, both state and central, need 
instruments by which ittcy i an seek out the 
needy for development in those sectois 
instead of creatini; complicated red tape 


Economic and Political Weekly July 12, 1997 


1735 





. ”Mii rcvwv. ■p-'i-w4« 

whereby the beneficiariet and those 
of^isations which work amongst them find 
it difflcult to access assistance, for raw 
materials, credit or marketing. 

Any input from external interventionists, 
outsirJe expertise or catalysts for joint action 
and organisation building, receive unstinted 
support from the beneficiary women, but are 
at times handicapped because of their small 
size and minimal clout (if they are voluntary 
organisations) or because of ho.stility from 
ri val orgoni sations i f they arc large and wield 
influence (such as political or trade union 
bodies). Large or economically powerful 
non-governmental organisations, and even 
small ones with limited projectwise funding 
often lack the ability to sustain themselves 
over a prolonged period of time to as.sist the 
long-term development of such women. 

Even while Kerala has a fairly responsive 
administration, often agencies dedicated to 
the welfare and development of women/ 
women workers suffer from administrative 
hurdles and procedures which hamper a 
timely response or the provision of a support 
system that needs to extend to the various 
ministries in the central government. Local 
unions or NCiOs ate unable to liaise between 
the two because of geographical and financial 
constraints. There is no suitable link 
established between organisational efforts 
and state mechanisms or institutions. 

It has been seen, however, that even the 
smallest outside intervention goes a long 
way in ameliorating the condition of the 
women workers. 

The mechanism and structure of the co¬ 
operative society and its access to facilities 
provided by co-operative banks and other 
such institutions needs greater analysis with 
a view to revising procedures. Faulty co¬ 
operative management is the cause of the 
downfall of any co-operative society, even 
in Kerala, where high literacy is a positive 
factor. 

Finally, when government itself has 
lecognis^ that the vast workforce of this 
coumry is concentrated in the unorganised 
sector, and when, in Kerala, the benefits of 
land distribution and education provide the 
most basic development requirements for 
women, a special policy thrust towards the 
identification of rural women workers in the 
unorganised artisanal and agricultural sector 
would go a long way in providing develop¬ 
ment to a creative and productive section of 
Kerala that has hitherto subsisted in the 
twilight zone. 

Notes 

ffMa paper was prepoied for the Working Session 
on Women and Development at the International 
Confemiceon Kerala's Developmem Experience: 
National and Global Dimensions, held in New 
Delhi on December g-l 1, 19%.] 

1 It is important to keep in mind that the stale 
of Kerala hat imptemented land distribution 


which ensures that almost all the weaker 
sections of the society have enough land to 
conslTuct a small dwelling place. 

2 Concreie houses have been built by those who 
have invested in construction from sums 
repatriated from camings abroad. 

3 Among those categorised os employed, 17 per 
cent are casual labourers. They arc mainly 
fishermen, ogricultunil loboureis. construction 
workers, sand loading workers, shell colleclon 
and so on. 

4 The income level of the majority of 
people in this area works out to Rs 100 per 
month per family member, which is a little 
over Rs 3 per day or one-lenth of one US 
dollar. 

5 While the nature of debt it weighted in favour 
of hanks and credit societies, private 


moneylenders sre well establislied in this nr 
and chsrge a rate of imerest of 28 per cent 
30 per cent. Much of these were advanced 
the screwpine mol weavers for purchase of n 
materials. 

6 An emeiging situation of univenol concern 
the water and environmental pollutio 
Chemicals used liberally in the prese 
agriculiuie in the neighbouring areas finds ' 
final exit in the backwater legion. Consta 
waterlogging leads to insect-borne and bacteri 
diseases. People resort to using polluted 
saline water in the absence of proper wot 
supply. While public tups are comparative 
well provided, the water supply is irregul. 
and inadequate. Women and children hove 
wait for hours in long queues to fill Ihr 
containets with wafer 
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DISCUSSION 


Classes, Like Ethnic Groups, 
Are Imagined Communities 

A Response to Rao 

Ashutosh Varslmcy 


THE application of class analysis to India’s 
countiyside is in need of an intellectual 
renewal. By repeatedly giving rise to, or 
participating in, the caste- and religion-based 
movements, ivralindiahasnotonly continued 
to flout the core predictions arid propositions 
of the standard class analysis, but more 
importantly for our purposes, the concept of 
class has also undergone serious changes in 
the last decade andahaIf.Thekey chal lenges 
to the concept of class, as we us^ to practise 
it the 1960s and 1970s, have come from the 
theories of collective action on the one hand 
and of ethnicity and nationalism on the other. 

Theories of collective action argue that 
classes consist of individuals - hence it 
must, at the very lea.sl, be demonstrated why 
individuals would choose to act according 
to class, not individual, interests. This is an 
analytic imperative because individual and 
class interests can often clash.' A landless 
peasant may be hurt by the decision of the 
landlord to keep wages stagnant, but it does 
not follow that it is in his interests to join 
a union or party mobilising agricultural 
workers. From an individual perspective, 
class mobilisation can have a serious cost: 
the peasant may be dismissed altogether by 
the lord, and a dismissal may incalculably 
increase his misery which the resources of 
an agricultural union are typically unable to 
alleviate. Moreover, and this is the second 
pan of the argument, if the mobilising union 
did succeed in getting wages raised for the 
landless class, the peasant would benefit 
anyway whether or not he panicipated in the 
agitation. We may have moral compunctions 
about such "frec-nding" behaviour, but let 
us nut conflate the normative and the 
empirical. The landless worker has an interest 
in the benefits of class action, not in its costs, 
and class benefits, if available, cannot easily 
be denied to the landless peasant, but costs 
of class mobilisation must be individually 
borne. A collective action problem thus exists. 
Behaviour according to class interest can, 
and does, take place, but it requires solving 
the collective action problem. 

Given the constraints of space, I will not 
pursue this line of inquiry further. Wherever 
required, my book deals with puzzles of 
collective action in the countryside. I call 
attention to these points only to indicate that 
an assumption about the identity of class and 


individual interests can no longer be 
maintained in ttie social sciences. 

I would, instead, focus on the second line 
of reasoning that has emerged from the 
theories of ethnicity and nation-building. 
Though the primary puipose of these theories 
is to show that ethnic and national groups 
are imagined communities,’ they have serious 
implications for the cortcept of class. Any 
collectivity that is larger than a village, a 
neighbourhood or a small organisation is an 
imagined community for it does not allow 
tucc-to-face intimacy. 'Thus, sectors of the 
economy and classes, like nations, are also 
imagined communities.’ An individual does 
not “naturally” feel his class; such 
consciousness depends on political 
mobilisation, public policy, or other people's 
behaviour towards that individual. The 
implication is not that class analysis is 
irrelevant. All that is requited is that classes 
not be seen as axiomatically central to politics 
or political economy but demonstrate to be 
actually so. 

J Mohan Rao’s vigorous attack* on my 
book. Democracy, Development and the 
Countryside: Urban-Rural Struggles in 
India' (DDC hereafter) is admittedly based 
on a class perspective, but he is somewhat 
blithely inattentive to the developments that 
have posed new questions for the concept 
of class. His critique is strikingly reminiscent 
of Ashok Mitra's claims in Terms of Trade 
and Class Relations." The latter was a fine 
tract for its times, but the times have changed. 
The neat simplicity of a class-theoretic world, 
as we used to know it, has been shaken by 
tbc resilience of non-class economic and 
political actors, and by the corresponding 
theoretical trajectories in the social sciences. 

Though Rao's attack on my book is wide- 
ranging, one can identify, in the order of 
theoretical importance, four basic disputes. 

(i) Should classes or sectws be the unit 
analysis? Rou agrees that in the 1970s and 
1980$ the urban-rural divide was a highly 
charged and visible issue in Indian politics. 
But he argues that a sectoral construction of 
politics does not require the sector as a unit 
of analysis, for India’s countryside is 
internally divided between classes. The 
sectoral movements, Rao argues, were only 
apparently sectoral but. in reality, class-biased 
and against the have-nots. I do conceptualise 


internal rural divisions, but primarily in toms 
of caste and religion which, acconling to 
Rao, contradicts my sectoral ugumeat. 

(ii) Are caste and religious identities more 
basic than class considerations in ruraUndia? 
The caste- and religioo-based concept of 
inira-rural divisions, argues Rao, it also 
wrong. The pull of caste and teUgious 
identities, DDC argues, is blocking the further 
growth of rural, sectoral power in India. A 
lower versus upper caste construction of 
politics splits rural India because castes, 
whether upper or lower, cut across the town 
and countryside. Large-scale caste 
mobilisation, thus, undermines sectoral 
movements, and the same, I argue, is true 
of religious mobiliution. Class, Rao argues, 
captures inua-tural divisions better than caste 
or religion, and should be given primacy. 

(iii) How should one theorise the relation¬ 
ship between class power and state 
behaviour." ‘The first three-quarters of the 
book”, Rao contends, “holds no surprises” 
(p 1743), contributing nothing to what we 
already know about India’s agricultural 
policy. Rao has in mind parts of the book 
where I make a distinction betwee n power 
as articulated in society and power as 
expressed within the state institutions, and 
explain public policy and state behaviour as 
an outcome more of the latter, less of the 
former. 

iiv) Can my return index meaningfiiOycapnire 
returns to farming" Rao believes that my 
index for measuring whether farm returns 
have gone up or down since 1970-71 it 
seriously flawed. 

Classes and Sectors 

Rao misreads die basic analytic purpose 
of my book. DDC is not about the intenul 
workings of the countryside. It is about the 
impact of the countryside on state behavioui/ 
economic policy. That being so. my key 
questions required “going inside the state”, 
not going inside the countryside. The latter 
is relevant only insofar as it is necessary to 
understand the former, not in and of itself. 
Why? 

Ihe way an analyst slices up the etiqwical 
universe depends on whtt the analyst is 
asking. Forexample, my current project deals 
with Hindu-Muslim relations in six Incfian 
towns, three peaceful and three violent The 
key puzzle of the project is: why are Hindus 
and Muslims able to live peacefully in some 
towns but not in others? For this questioii. 
the Indian state or national politics - which 
is dissected in DDC - provides only the 
context within which Hindu-Muslim reia- 
lions in the various towns tand the t el e c ietl 
neighbourhoods within each touAi) an 
examined. The book, as a result, has a noda 
of narration and analysis that is highly 
town-based. The question posed made goii^ 
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inside the neighbourhoods and towns 
necessary. 

The sectorai abstraction in DDC is not 
meant to deny that divisive issues do not 
exist in rural India. Indeed, as already 
indicated, a principal argument of the book 
is that divisive identities of caste and religion 
cannot easily be overwhelmed by an 
economic emphasis on urban-rural issues. 
For Bharat (the villages) to exercise more 
pressure on India (the cities) than it already 
has, the villagers must increasingly feel that 
being rural is more important than being a 
member of caste and religious communities. 
Rao believes that the very recognition of 
intra-rural contradictions, even if wrongly 
conceptualised in terms of caste and religion, 
invalidates the sectoral category called the 
countryside. 

Do disputes within a nation - between 
various castes, between language groups, 
between religious groups, or indeed between 
classes - mean that the concept of a nation 
is vacuous? Do contradictions within a class 
- between, let us say, upper and middle 
peasantry, or workers in the organised and 
unorganised sectors - mean that the concept 
of class is of no use? By themselves, internal 
dissensions within classes or nations do not 
make the coiKept of class or nation irrelevant. 
They simply complicate the analysis of 
classes and nations, presenting analytic 
difficulties that must be encountered but not 
requiring that the concept be abandoned. 

In most empirical research about macro 
tendencies, large abstractions are unavoid¬ 
able. Thus, the dispute between Rao and me 
is in effect about whether, in understanding 
the urban-rural struggles in India, a sectoral 
abstraction is more analytically helpful than 
a class abstraction, for both are conceptual 
abstractions and neither is self-evidently real. 
Which abstraction makes greater empirical 
sense, and why? 

Politics is one way of answering this 
question. We can ask: which construction of 
their interests - caste-based, religious, class- 
based, sectoral - sways the masttes most? For 
reasons already outlined, all of these 
constructs are imagined communities for 
they are not small groups of face-to-face 
intimacies. That they ate imagined, of course, 
does not make them any less powerful, for 
imaginations can be awfully serious deter¬ 
minants of economic and political action. 
The point simply is that an artefact - a class, 
a caste, a nation, a sector - must be transfor¬ 
med into a subjective experience. Large- 
scale transformations of this kind are typic^ly 
brought about by politics. Through state 
policy and/or political mobilisation, political 
leaders seek to construct coalitions of various 
small units in order to create a larger com¬ 
munity which, to begin with, exists only in 
imagination. That a class-in-itself has little 
meaning for politics until it becomes a class- 


for-itself was the earlier way of stating what 
I have just said. A similar distinction can be 
drawn between a nalion-in-itself and nation- 
for-itself, or a countryside-in-itself and a 
countryside-for-itself. 

Just as Indian nationalists attacked the 
British as a target that would unite India as 
a nation despite internal dissensions, a large 
number of India’s politicians, though not all, 
in the 1970s and 1980s looked for issues that 
would make (he external, urban target more 
politically salient than the intra-village 
dissensions. There have also been politicians 
who sought to convince the rural masses that 
class was the most appropriate prism through 
which they should interpret thcirexperiences. 
Compared to the construction of a rural con¬ 
stituency by politicians since the 1970s - 
pushing the state for higher crop prices, input 
subsidies, and credit relief - class-ba^ 
politicians have fared badly. Beyond West 
Bengal and partially Kerala (see below), 
class-based politics has been quite inadequate 
in putting together large rural coalitions. 

What docs the greater ability of rural 
politicians to generate an agrarian, asopposed 
to a class, pressure in the polity indicate? 
One argument can be that sectoral construc¬ 
tions simply have greater resonance with 
rural people's lives than class constructions. 
That, according to Rao, is not true. There 
is, he seems to suggest, a second method of 
demonstrating the centrality of class: a 
.sectoral construction may carry greater 
political power than a class construction, but 
economically speaking, sectoral politics has 
class-differentiated results, and therefore 
what appears sectoral is, in actuality, class- 
based. “A little class analysis would have 
gone a long distance", says Rao, in showing 
that “efforts to push up producer subsidies 
not only benefit (the rural haves) here and 
now but. inso far as such subsidies serve to 
fiscally detract from public investment, in 
the future as well” (p 1744). Contrariwise, 
“the rural majority here and now are hurt by 
higher food price.s" (p 1743). 

Chapter S of DDC (‘Organising the 
Countryside in (he IQgOs') anticipates this 
argument. It accepts that higher agncultural 
pnees and subsidies benefit some classes 
(the large and middle peasants) more than 
others (small and marginal peasants). On 
three grounds, however, it argues that this 
result alone cannot constitute a basis for 
claiming that the.sectoral movement is driven 
by a class-bias. I will come to the ipecial 
case of landie.s.s agricultural labour separately. 

The first counter-argument is purely 
methodological. Rao commits what may be 
called a functionalist fallacy. He reads the 
motivations underlying a movement from 
an argument about iti consequences. By 
the methodological standards of the 1980s 
and 1990s, functionalism is inadmissible in 
the social sciences unless some specific 


conditions are met^ According to one such 
condition, it should be demonstrated that the 
observed consequences were anticipated in 
the original motivations of the actors. 
Motivations of the participants should be 
established independently, not imputed from 
consequences. The latter allows too much 
sloppiness in the social sciences. 

Secondly, larger farmers may indeed 
benefit more from price and input subsidies 
than the smaller farmers, but what turns on 
that? /kn unequal benefit does not mean that 
those who receive less would not support, 
or profil from, the movement for higher 
prices and subsidies. For what may be more 
important for the smaller farmers is how 
much better they are today compared to 
yesterday, not ho w much better off someone 
else is at the present moment. There is no 
compellingevidence to show that the smaller 
farmers view their welfare more in terms of 
bow bigger farmers are doing, as opposed 
to what their own conditions were until some 
time back. If anything, the availableevidence 
suggests that every addition of benefit, 
however tiny, makes greater .sense to the 
small farmer than to the bigger farmer (DDC, 
pp 128-29). 

Thirdly, much of the class-based argument 
depends entirely on an economic under¬ 
standing of interests. Even if smaller farmers 
do not derive as much direct economic benefit 
as the larger farmers do, (he sense of 
empowerment that a movement provides 
makes their life much easier vis-a-vis the 
bureaucracy. In several places (Tamil Nadu, 
1971; Punjab, 1973; Karnataka, 1983; Uttar 
Pradesh, 1987, 1993), the rural movements 
arose as a protest against the bureaucracy 
tampering with power and input supplies. 
This benefit is actually more important for 
the smaller farmer than for his richer 
counterpart. Landlords and rich farmers, 
given their resources and standing, can 
individually negotiate with the bureaucrat. 
Standing alone, the smaller farmer is quite 
helpless; organised as acollectivity, he wields 
more power. A strictly economic calculus 
of class benefits typically ignores this, even 
though evidence fur such motivations can be 
shown to exist (DDC, pp 131-32). 

DDC does maintain, however, that while 
onecan talk with considerablecertainty about 
the sectoral interests of the landed peasantry, 
large and small, and show that both benefit 
from sectoral demands, it is hard to be so 
confident about the landless agricultural 
labourers. Arc they hurt by higher agri¬ 
cultural, especially food, prices? 

Rao has no doubt that they are, which 
makes neither conceptual norempirical sense. 
The green revolution strategy combined 
producer price incentives and new techn¬ 
ology to increase production. Both Rao 
and I agree that a strategy that relied 
more on expanding the regional spread of 
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yield-increasing technology, and leu on 
producer price incentives, would be bettcr 
i^or the landless poor for it would increaiie 
employment as well as make food cheaper. 
From this, however, it does not follow, as 
Rao concludes and I do not, that higher 
agricultural prices inevitably hurt the poor. 
The welfare effect of higher producer prices 
on the landless depends not only on the 
higher consumer prices of food (which an 
increase in producer prices, in the absence 
of offsetting consumer subsidies, would 
typically trigger), but also on the employment 
created via higher production and the impact 
on wage rates. How exactly these three factors 
work themselves out - food prices, employ¬ 
ment, wages - is an empirical question. 
Regional variations are likely to exist. 

Consider Punjab. In 196S-M, about 31.S 
per cent of the rural population was estima¬ 
ted to be below the poverty line, consisting 
mainly of the landless. By 1970-71, this 
proportion had dropped to 17.5 per cent and 
by 1990-91, still further to 3.45 per cent.* 
Prom Bihar, however, declines as large have 
not been repotted. 

Evidence from outside India further 
complicates the empirical picture. Studies of 
Malaysia show that the first phase of the 
green revolution (I %7-74) led to remarkable 
rises in welfare all around; “it is a rare peasant 
today who does not eat rice twice a day", 
repotted James Scott from Sedaka in 1974.'’ 
However, the introduction of combine- 
harvesters, by far the single largest labour- 
displacing machine in agriculture, created 
agricultural unemployntent by the late 1970s. 
Within a decade, peasant fortunes declined. 

No such complexity enters Rao's argu¬ 
ments about the latuJIess. He is deductively 
sure that the poor are hurt, but the claim is 
entirely premised on the argument that 
higher food prices hurt the landless poor, 
without taking into account the other effects. 
A similar reasoning is applied to all net 
buyersof foodgrain, includingsmall peasants. 
Deductive reasoning based on one effect 
alone is not enough to ascertain which way 
the results would go for the poor,'" making 
unambiguous judgments about their wel¬ 
fare nearly impossible. As it turns out, the 
case studies of who participates in price 
movements do reflect this ambiguity, 
showing, that some landless workers support 
the movement while others oppose it." 

Classes and Identity Groups 

Let me now turn to the relative salience 
of class, caste and religion in rural India. My 
argument about caste and religious identities 
weakening a potentially greater rural 
(sectoral) pressure in the polity is wrong¬ 
headed, thinks Rao, because "people who 
have identical economic interests w's-a-vu 
other classes in society may unite to press 
their joint economic claims notwithstanding 


their separate non-economic identities” 
(p 1745). 

They indeed may, but do they? How often? 
Can we step beyond what may happen and 
see what hiu actually happeiied? Even in 
Kerala, where class-based politicians have 
considerable electoral success, it can be 
argued that if the fit between the ezhava caste 
and the rural poor had not been so good 
between the 1930s and 1940s, class 
mobilisation would have made little headway. 
Class politics was inserted imo the campaign 
for caste-based social justice.'^ To this day, 
the e/havas continue to be the principal base 
of the CPI(M): People of similar class- 
positions, if nair, have gone on the whole 
with the Congress; if Christian, with Kerala 
Congress; if Muslim, with the Muslim 
League." 

Ifcaste and religion have not been displaced 
in Kerala where class-based mobilisation 
has achieved some success, what can we say 
about the rest of the country? A class analyst 
could still argue that the vibrancy of religious 
and caste politics in Kerala (or elsewhere) 
is a fault of the strategies deployed by Marxist 
politicians, not a comment on “the reality". 
Such a position, if taken, would not resonate 
well with what we know from the field, and 
willonlyinvitethe charge that we are arrogant 
ivory-tower theorists, who believe we know 
the realities better than the best organisers 
do. In a disarmingly candid statement, 
E M S Namboodiripad has recently admitted 
that the inability of the decades-long class 
mobilisation in Kerala to overwhelm the 
religious divisions of the state may be rather 
more rooted in historical realities than 
Marxists had expected.'* As people who 
spend less time in the field organising, let 
us not second-guess the most towering, 
tireless, lifelong mobiliser of the working 
classes in independent India on what the 
"realities" art. 

Rao further argues that my hypothesis 
about the greater power of caste or religious 
factors vis-a-vis the sectoral construction of 
economic interests is “unfalsifiable”. This is 
a surprising claim. The argument is not only 
testable, but DDC also presents the following 
evidence in support (pp 186-88): (i) the 
sectoral, peasant agitation in Punjab led by 
BKU gathered increasing strength till the 
mid-1980s. forcing many concessions on the 
government, but the religious mobilisation 
triggered by the Sikh insurgency after the 
mid-1980$ literally wiped out the sectoral 
movement; (ii) when, in the campaign for 
the 1991 general elections, three different 
constructions of India's basic conflicts were 
presented to the electorate as competing 
choices for the future map of Indian politics 
- the urban-rural divide led by Devi Lai, the 
upper versus lower caste construction led by 
V P Singh, and a Hindu versus Muslim 
construction by L K Advani - the latter two 


literally consumed the first; and (iii) by far 
the most popular sectoral movement of the 
1980s, led by Sharad Joshi in Maharashtra, 
had by 1990 come under great pressure as 
communalism tore into the heart of 
Maharashtra politics and Shiv Sena began 
to erode Joshi’s base. What had merely raised 
its head in 1990 has by now gone quite far. 
Sharad Joshi was a candidate from two 
seats in the 1993 assembly elections in 
Maharashtra and lost both, in the 1996 
parliamentary elections, Sharad Joshi fougltt 
from Nanded, widely viewed as a stronghold 
of his peasant organisation. While the Shiv 
Sena-BJP candidate polled 1,73,366 votes, 
Joshi got a mere A communal Shiv 
Sena-BJP alliance spears to have fatally 
wounded Joshi's organisation and politick 
platform. 

If such evidence does not present a 
falsifiability test for the greater pull of caste 
and religion. I am not sure what does.'* Had 
Rao been morefamiliar with India’s political 
universe, he would have both seen that a 
falsifiability test exists, and that it has been 
met. Caste-politics and religious nationalism 
are fighting it out for national prominence 
today pushing class-based, or sectoral, 
politics to the margins, except in small 
quarters of India. 

Class Power and the State 

Like his understanding of class, Rao’s 
comments on the relationsnip between classes 
and state policy also have a touch of 
theoretical ^solescence. Even according to 
Marxists, Marxist theory of the state was 
reductionist in the 196()$: state behaviour 
used to be directly deduced from the 
correlation of class forces in the economy 
or society. Therefore, reacting in the 1970^ 
Nicos Poulamzas developed a theory of the 
relative autonomy of the ^tate.'* In liberal 
circles, too, the state theoiy was reductionist 
until the 1960s, except that state behaviour 
was “read off’ from interest groups, not from 
classes, and interests, unlike classes, were 
considered cross-cutting, which thereby gave 
permanent political advantage to no particular 
interest groups. By the 1970$, liberal state 
theory, too, had moved in the direction of 
“bringing the state back in", giving up 
reducing state behaviour from societal groups 
and pressures.'^ 

Rao seems unperturbed, unconvinced, or 
unmindful. He sees nothing analytical or 
new in the first three quarters of DDC. in 
which I track down the history of struggles 
over agricultural policy within the sitfe 
institutions and provide an explanation for 
the outcomes that emerged, refusing to infer 
state policy and behaviour from conflicu in 
society. As far as I kiww. no political econo my 
book on India, with the exception ofPnndM 
Frankel’sworkinthe I970s,"hasgoneiaskle 
the state institutions to analyse the stniggfes 
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conducted over economic policy. Fnuikel 
and I. however, apply difTerent conceptual 
and methodologies prisms to the same 
empirical site. A second widely read treatise 
by Pranab Baidhan identifies three dominant 
classes - the landlords, the bourgeoisie and 
the bureaucrats - but Bardhan derives state 
policy from the presumed interests of these 
classes and the equilibria they generate. He 
does not investigate battles over economic 
policy within the state institutions. 

Rao’s theory of public policy and state 
behaviour is straightforward. India’s state, 
be says, has been in the grip of the “rural. 
haves” on agricultural policy; 

The influence of large landowners on pricing 
policy must be seen to be of a price with their 
influence on various other policies...Long 
before the rise of the headline-grabbing lobby 
oriented toward price policy, the rural haves 
had given a good account (though not public 
display) of their ability to defend their interests 
against those of the rural have-nou. Both 
land reform and tenancy reform were scuttled 
by their money, muscle and access to 
govenunetit machinery (p 1744). 

Even as a desetiption, let alone theory, the 
claim that the sm^ class of “rural haves” 
is behind the failure of land reforms as well 
as the relative success of price movements 
is highly dubious. What does the term “rural 
haves” mean? If it means both landlords and 
the so-called middle peasantiy, then it can 
be shown that the former benefited from 
blocking land reforms, but the latter were 
either hardly touched by land reforms (if 
theirfarm sizes were below the size-ceilings), 
or they were the beneficiaries of reforms (if 
they were substantial tenants of the absentee 
landlords). Thus, even if their interests are 
similar on agricultural prices today, they 
were not on land reforms. Moreover, whether 
the interests of landlords and middle peasants 
are similar or conflictual, we still have to 
show how these interests are played out 
inside the state institutions if we wish to 
understand state policy. Should one theorise 
about state policy without asking what 
happens inside the state institutions? 

Once we go directly to the institutions of 
policy-making, we notice, as DDC shows, 
the significance of ideas and economic 
theories. The power of large landowners in 
civil society notwithstanding, their biggest 
adversary inside the state in the 1950s was 
the development theory of the time. The 
latter, in its search for quick industrialisation, 
looked primarily at the macro-economic 
consequencesof agricultural prices. Notumil 
did the landowners penetrate national 
parliament and the policy-making 
institutions, was lasting political legitimacy 
given to the micro-economic view of 
agricultural prices. 'The macro view has 
traditionally been hostile to the idea of 
producer price incentives; such incentives, 


in contrast, constitute the centrepiece of the 
micro-theoiy of prices. By now, scholars 
have sought to bridge the macro- and micro¬ 
theories of agricultural prices by importing 
the notion of border prices in agricultural 
policy debates.” Between the early 1950s 
and late 1970s, however, the macro and 
micro perspectives on agricultural prices were 
strikingly at odds. Because they constitute 
the argumentative arsenal of economic 
bureaucracies, international and national, 
economic theories matter in public policy. 
Inferring public policy from class power in 
civil society is simply wrong. 

The Return Index 

Rao also critiques my farm returns index, 
which 1 deploy to measure whether farm 
returns over time have gone up or down. 
Using the agriculture-industry terms of trade 
data to derive farm returns, DDC argues, is 
misleading because the terms of trade only 
report relative prices, not costs. Depending 
on costs, farm returns can go up even when 
agriculhual prices decline telaii ve to industry. 
This is especially true in periods of technical 
change, when increases in yield reduce unit 
costs. 

There are two ways of factoring in costs. 
The ideal formula would be: Rt (farm 
tetums)= (P-C)Y (where P is output pnee, 
C unit cost, and Y yield per acre). Let me 
call it Formula 1. However, to measure real 
as opposed lo nominal returns, this formula 
requires a price deflator. As the fierce debate 
over the appropriate price deflator for the 
agricultural sector indicates, there is no 
uniquely acceptable deflator available in the 
economic literature.^' It is not a problem 
scholars of political economy can easily solve. 
Until economists settle the debate, we must 
willy-nilly go for the second best 

A second-best solution was available 
because my argument did not require 
measurement of exact returns, only 
directionality of returns. Whetherfarm returns 
were going up or down as a result of the 
rising agrarian pressure in the polity was all 
I had to find out. I, therefore, constructed 
a return index, which I wrote as R=(P/C)Y 
(where R is return index). Let me call it 
Formula 2, which eliminated the problem of 
finding an appropriate price deflator, for P, 
a nominal magnitude, was being divided by 
C, another nominal magnitude, and could, 
if multiplied by yields (Y), indicate 
directionality. On the basis of thiSjjndex, 1 
found that farm returns were neither 
uniformly increasing or decreasing. They 
went up or down, depending on the crop and 
the state. 

Rao has two objections to my proposal. 
First, my index is a mere “proximate estimate 
of land tents obtained after material and all 
labour inputs have been deducted” (p 1744). 
Second, depending on the relative movenaents 
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of P, C and the appropriate price detlai 
the magnitude and ”evm die sign of chan 
in R" (Formula 2) may ‘differ from thi 
of Rt” (Formula 1). 

The first objection does not make ser 
C in Formula 2 is not equal to what 
government of India calls total costs 
Cost C), which include operational costs 
well as land rents. It only includes ope 
tional costs (or what the government c‘ 
Cost A),^ as all graphs on farm rehiros 
my book repeatedly make clear (pp 162-f 
I did not use Cost C on purpose. If we inch 
land rems as costs, we run into a seric 
conceptual problem. Are land rents pri 
determining or price-determined? Or, to ■ 
David Ricardo’s famous formulation, is pr 
of com high because the price of com h 
is high, or is the price of com land h' 
because the price of com is high? The lai 
was hue, arg^ Ricardo, because land sup 
was relatively fixed. Land rents, thus, i 
be seen as “pure rents” on an inelastica 
supplied factorofproductioa Forthisieasi 
C in my formula does not include rents o 
which, then, the govemmem would prov 
a margin in its administered support pr 
(P). That I “cannot be faulted for supposi 
that what is good for the pure rentier is a 
good for the poorest rural labourer” (p 17' 
is, thus, an ideologically overdetermir 
conclusion. We can conduct argumei 
without such ideological one-upmansh 
Class analysts, I suspect, are not the ot 
people who care for the poor! 

'liie second objection, in principle, I 
greater substance, though it is not clear wl 
its overall impact is. It is true that i 
directionality of returns based on a deflat 
(P-C) and of those based on (P/C) can diff 
But that will be true if and only if i 
proportionate change in P is greater th 
proportionate change in C, but the absoli 
change in C is greater than the absoU 
change in P. My sense of the cost and pri 
data for 1970-90 is that this is a most unlike 
condition. If Rao wants to show that it 
not only conceptually possible but al 
empirically true, he must investigate t 
publicly available data for 20 years. Is R. 
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prepared to do thid? All of as perhaps will 

learn- 

In conclusion, let me summarise the main 
thrust of my response. In political economy, 
if not in economic theo^, simple-minded 
deductions can be highly vacuous, and if 
combined with ideological certitudes, they 
can also misdirect and unduly polarise debate. 
Deductions and polemics are no substitute 
for careful empirical work. Our conceptual 
work must mesh with the real world. 
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IN reply to my note in this journal (1995) 
on import protection and exports, Marjit and 
Sarkar (1995) have come out with atechnical 
point of optimal pricing rule of monopoly 
instead of addressing my main contentions. 
In this note I would like to restate my main 
contentions and take this opportunity to put 
forward an interesting point of using import 
tariffs as strategic policy signals towards 
disciplining domestic producers. 

Vast theoretical and empirical literature 
on industrial organisation and trade in 
i mpcrfcct competition framework shows that 
analysis of exports should not be based on 
piecemeal approaches because any single 
trade or industrial policy has strong trade¬ 
offs. High levels of import protection could 
work against export promotion if it causes 
long-run domestic market power and makes 
domestic producers highly X-ineflicient in 
production. In the case of Japan and South 
Korea, import protection was combined with 
a set of industrial policies under an effective 
institutional mechanism of‘carrot and stick’ 
policies. 

My second contention is a technical one 
and has interesting implications in terms of 
using i mpott tariffs as strategic policy signals. 
According to Maijit and Sarkar, at a dmestic 
price of IV( 1 -H), where Pw is world price 
and t is import tariff, whole of the domestic 
market will be catered to by the domestic 
monopolist. Atany given time, ifthedomcstic 
producer follows the price of Pw(I-h), the 
domestic market structure is no more a 
monopoly as imports also face the same 
price. At price Pw(l-t-t), both domestic 
producer and imports share the domestic 
market. 

One way the domestic monopolist can be 
shown to cater to the whole of domestic 
market at price Pw(I-h) is by introducing 
time element into the model. This is illustrated 
as follows. Let us take two time periods I 
and 2. At period 1, the domestic policy gives 
a signal to the domestic monopolist that at 
a future time period 2. import tariffs will be 
reduced. This prompts the domestic producer 
to commit a capacity or sales in the domestic 
market as an entry deterrence strategy towards 
blocking the entry of imports at period 2 even 
at the price of Pw( I -ft). In this case, exports 
will decline if the cost curve remains 
unchanged between the two periods. The 
interesting point here is that cost curves 
might shift ^wn as a response to the policy 
signal of reduction in import tariffs. An 


the Special Expert Committee an Cost of 
Production Estimates, Govenuneiii of Indii, 
Delhi. 1980. 


excellent empirical example of this possibility 
is given in a recent book by Jacobsson and 
Alam (1994). By comparing tbe Indian and 
South Korean hydraulic excavators industry, 
they point out that “...while the Indiu 
government liberalised its licensing policy 
in the 1980s to allow for a greater level rxf 
domestic competition, tbe Korean policy 
meant a restriction in the field to only two 
producers. Second, while in the caseof India, 
the protection from imports seemed 
indefinite, the Korean govenunent clearly 
set a limit on the protection.” In other words, 
restriction of entry into Korean industry 
allowed firms to realise economies of scale 
advantage in exports and the threat of import 
competition made them make systematic 
technological efforts to remain highly 
competitive. Inotherwords. the South Korean 
policy was able to combine trade and 
industrial policies quite effectively. It was 
able to use import protection levels as an 
effective strategic signalling towards dis¬ 
ciplining domestic producers. The policy in 
India led to the opposite results: the delicen¬ 
sing led to excess entry and to suboptimal 
scales and the policy signal of ind^nite 
import protection to inefficiency [Patibandla 
1995a]. If export promotion is the policy 
objective, it has to Ik pursued by an effective 
combination of a set of trade and industrial 
policies by minimising the negative uade- 
offs, rather than by piecrmeal ^iproaches. 
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BANK OF BAHRAIN AND KUWAIT BjS.C. 

(Incorponted in Bahrain with Limited Liatrility) 

INDIAN BRANCHES 


BALANCE SH^ETAS ON 3IST MARCH 1997 


Schedule 

As on 

As on 



31-03-1997 

31-03-1996 



Rs. (000) 

Rs.(000) 

CAPITAL AND LIABILITIES. 



Capital 

1 

186,833 

186,835 

Reserves and Surplus 

2 

193,411 

193,590 

Dqwsits 

3 

2,889,263 

2,133,556 

Bomwings 

4 

330,900 

193,731 

Other Liabilities and Provisions 

5 

309,978 

194,889 

TOTAL 


3,910,389 

2,902,621 





ASSETS 




Cash and balances with 

Reserve Bank of India 
Balances with Banks and Money 

6 

117,847 

113,447 

at Call and Shon Notice 
Investments 

7 

8 

389,719 

900,217 


Advances 

9 

2,275,105 

1,804,479 

Fixed Assets 

10 

66,624 


Other Assets 

11 

160,877 

mm 

TOTAL 


3,910,389 

2,902,621 

Contingent Liabilities 

12 

3,047,648 

1,519,602 

Bills for Collection 

Notes to Accounts 

17 

523,669 

398,574 

1 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3IST MARCH 1997 


Year Year 
Ended Ended 

31-03-1997 31-03-1996 
Rs.(000) Rt.(000) 



1 INCOME 
Interest earned 
Other income 



TOTAL 


483,431 

357,543 

n EXPENDITURE 




Interest expended 

15 

368,143 

181,293 

Operating expenses 

16 

58,359 

47,085 

Provisions and contingencies 

32.065 

82,692 

TOTAL 


458,567 

311,070 


III PROFIT 

Net profit for the year 
Profit brought forward 

TOTAL 



24.884 

140.766 


1 63,650 I 150,060 


IV APPROPRIATIONS 



Transfer to statutory reserve 

4,977 

9,294 

Transfer to capital reserve 

5,229 

- 

Remitted to Head Office 

25,062 

- 

Balance carried over to 



Balance Sheet 

130,382 

140,766 

TOTAL 

165,650 

150,060 



Notes to Accounts 


The Schedules referred to herein form an integral part of the The Schedules referred to herein form an integral part of the Profit 


Balance Sheet 

Signatures to the Balance Sheet and Schedules 1 to 12 and 17 

As per our report of even date. 
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BANK OFBAHRAIN AND KUWAIT B^.C. 

(Incoqxnted in Bahndn with Limited Liability) 

INDIAN BRANCHES 



SCHEDULE FORMING FART OF BALANCE SHEET 


As on 

31-03-1997 

Rs.(000) 


Sdicdnk 1 - Capital 
Capital 

I. Amount of deposit kept 

with the Reserve Bank of mdia 
under Section 11(2) (b) of the 
Banking Regulation Act, 1949 

II. Amount brought in by 
Bank by way of start-up 
capital as prescribed by RBI 

TOTAL 

Schedule 2 - Reserves and 
Surplus 

I Statutory Reserve 

As per last Balance Sheet 
Additions'during the year 


2 Property Investment Reserve 
As per last Balance Sheet 

3 Capital Reserve 

Transfer from Profit and Loss 
Account 

4 Balance in Profit and Loss 
Account 

TOTAL 

Schedule 3 - Deposits 
A 1 Demand Deposits 

i) From Banks 

ii) From Others 


2 Savings Bank Deposits 

3 Term Deposits 

i) From Banks 

ii) FromOthen 

TOTAL 

i) Deposiu of branches 
in India 

ii) Deposits of branches 
outside India 

TOTAL 




47,900 


186,835 

186,833 

186,833 

186,835 

42,848 

4,977 

33,554 

9,294 

47,825 

42,848 

9.976 

9.976 

5,229 

- 

130,381 

140,766 

193,411 

193,590 

10,512 

118,891 

2,556 

62,377 


64,933 

90,777 

2,684,654 

1,977,846 

2,889.265 

2,133,556 

2,889,265 

2,133.356 

2,889,265. 

2.133436 


Schedule 4 - Borrowings 

A. Borrowings in India from 

i) Reserve Bank of.India 

ii) Other Banks 

iii) Other institutions and agencies 

B. Borrowings outside India j 

TOTAL ' 

Secured borrowings included 
above - Rs Nil 

Schedule S - Other Liabilities | 

and ProvfskMis 

1. Bills Payable 

2. Inter-office adjustments (net) 

3. Interest accrued 

4. Othen (including provisions) 

TOTAL 

Schedule 6 - Cash and Balances 
with Reserve Bank of India 

1. Cash in hand 

(including foreign currency notes) 

2. Balances with Reserve 
Bank of India 

i) In Current Account 

ii) In Other Accounts 

TOTAL 

Schedule 7 - Balances with 
Banks and Money at Call and 
Short Notice 
1. In India 

i) Balances with banks 

a) In Current Accounts 

b) In Other Deposit Accounts 

ii) Money at Call and 
Short Notice 

a) With Banks 

b) With Other Institubons 


Outside India 

i) In Current Accounts 

ii) In Other Deposit Accounts 

iii) Money at Can and 
Short Notice 


Ason 

Ason 

31-03-1997 

31-03-1996 

Rs.(000) 

Rs.(000) 


146,000 

330,000 

41,901 


5A50 

330,900 

193.751* 



143,580 


30P.978 


TOTAL 


29,839 

339,141 


389,000 


389,719 


17,668 

3,934 

78,836 

94A31 


194,889 




913 


274AS2 
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BANK OF BAHRAIN AND KUWAIT B.S.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING PART OF BALANCE SHEET 



As on As on 
31-03-1997 31-03-1996 
Rs. (000) Rs. (000) 



As on As on 
31-03-1997 31-03-1996 
Rs. (000) Rs. (000) 


Schedule 8 - Investments 

I Investments in India in 

i) Government securities 

ii) Other approved securities 
hi] Shares 

iv) Debentures and bonds 

v) Subsidiaries and joint 
ventures 

vi) Others 

TOTAL 

n Investments Out.sidc India 
TOTAL 

III Investments in India 
Gross value 

Provision fur depreciation 
NET VALUE 

Schedule 9 - Advances 

A i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts and 
loans repayable on demand 
hi) Term loans 

TOTAL 

B i) Secured by tangible assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 


884,704 578,263 

8.415 9,900 

7,098 3,407 


900,217 591,570 


900.217 591,570 



600,645 

9.075 


900,217 591,570 


924,679 564,569 


417,127 

933,299 


2,275,105 


1,403,332 

646,614 

225.159 


TOTAL 

2.275,105 

Advances in India 
i) Priority sectors 

341,015 

ii) Public sector 


iii) Banks 

- 

iv) Others 

1,934,090 

TOTAL 

2,275,105 


557,673 

682,237 


1.804,479 


1,279,549 

310.708 

214,222 


1.804,479 


366,191 

1,438,288 


1,804,479 


Schedule 10 - Fixed Assets 

1 Premises 

2 Other fixed assets 


At cost as per last 


Balance Sheet 

38,460 

Additions during the year 

55,494 

Deductions during the year 

(1,011) 

Depreciation to date 

(26,319) 

TOTAL 

66,624 


Schedule 11 - Other Assets 

1 Interest accrued 

2 Tax paid in advance/ 
tax deducted at source 
(net of provisions) 

3 Stationery and stamps 

4 Others 

TOT/kL 


Schedule 12 - Contingent 

LlabUlties 

1 Liability on account of 
outstanding forward 
exchange contracts 

2 Guarantees given on behalf of 
constituents in India 


63,078 

16 

55,593 

7^877 


4 Other items for which (he bank 
is contingently liable 

TOTAL 


31,885 

7,645 

(1,070) 

(18,227) 

20.233 


42,190 33,479 


16,540 

24 

47,284 

"T/Tr? 


2,661,811 1,243,039 


133,896 


80,339 


3 Accept Aces, endorsements and 

other obligations 251,941 196,224 


3,047,648 1,519,602 





































BANK OF BAHRAIN AND KUWAIT Bi;.C. 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 



Schedule 13 - Interest Earned 

1 Interestydi$count on advances/ 
bills 

2 Income on investments 

3 Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

4 Others 

TOTAL 

Schedule 14 - Other Income 

1 Commission, exchange and 
brokerage 

2 PFofit/(Loss) on sale of 
investments (net) 

3 Loss on revaluation of 
investments (net) 

4 Profit on sale of assets (net) 

5 Profit on exchange 
transactions (net) 

6 Miscellaneous income 

TOTAL 


Schedule 15 - Interest Expended 

1 Interest on deposits 

2 Interest on Reserve Bank of 
IndWInter-bank borrowings 

3 Others 

TOTAL 


Year 
Ended 
31-03-97 
Rs. (000) 

Year 
Ended 
31-03-96 
Rs. (000) 

296,391 

220,720 

88,655 

85,930 

41,020 

35,531 

7,416 

6,509 

433,482 

348.690 

14,493 

10,558 

- 

(10,496) 

(1,767) 

(9,125) 

(38) 

- 

14,405 

9,735 

22,876 

8,181 

49,969 

8,853 

233,137 

125,879 

11,477 

18,474 

123,529 

36,940 

368,143 

181.293 



Schedule 16 - Operating 
Expenses 


for employees 
15,930 ' 

2 Rent, taxes and lighting 

5,531 

6,509 3 Printing and stationery 

4 Advertisement and 
publicity 

5 Depreciation on bank's 
property 

6 Auditor's fees and 
expenses 

7 Law charges 

8 Postages, Telegrams, 
Telephones, etc. 

9 Repairs and maintenance 


Year Year 

Ended Ended 

31-03-1997 31-03-1996 
Rs. (000) Rs. (000) 


II Other expenditure 


14,040 

IIOOO 

14,635 

13.060 

1.165 

1062 

306 

138 

9,002 

6.903 

-ttO 

406 

403 

46S 

2039 

1.858 

Z719 

3.028 

1,931 

1.464 

11009 

6,978 

S8,3S9 

47,0B$ 
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BANK OFBAHRAIN AND KUWAIT 

(Incorporated in Bahrain with Limited Liability) 

INDIAN BRANCHES 


SCHEDULE 17: NOTES TO ACCOUNTS 

L Principal Acconntlng Policies 

1. General 

The financial statements are piepated on the hisioricol cost convention and on accrual basis, except for certain conunisiion income and 
hedge costs. 

2. Tranaactieiis involv^ foreign exchange 

(i) Assets and liabilities in foreign currencies other than foreign currency deposits and investments thereagainst, as well as 


(ii) Pbieign cntfency deposits and investments thereagainst ate stated at the rates prevailing on me date of the transactioo, except 
ba lan ces held under Fomign Currency Non-residmt (Account) Deposit scheme and Silances in Excha^ Batnen Fdre^ 
Cnneacy accounts, which are stated at notional rates. 

(ill) Income atxl expenditure in fixeign cuirency is translated at the rates prevailing on the date of the transaction. 

(iv) Acceptances, endorsements, othw obligations in foreign currency and outstanding forward exchange contracts (other than 
menmant Iransaclioru) are stated at contracted rates. 

(v) Hedge cost of forward exchange contracts is accounted for on maturity of the respective contracts. 

Invcannents 

In accordance with the Accounting Standards for investments laid down by the Reserve Bank of India, investment portfolio is classified 
into ‘'Permanent*' and “Current” categories. 

Per ma n en t Investments are staled at cost adjusted for premium, if any, from the date of purchase to the date of maturity, on a straight 
line basis. 

Cuncot investments ate stated at lower of cost or market value, in aggregate, for each calegoiy. 

Cost represents the acquisition cost and in cose of discounted instruments included the itiscount accrued, pro rata, for the holding period. 
Market value, in case of Oovemmenl and other approved securities, for which quotes are not available, is detemnned on ^ield to 
maturity” basis in accordance with the yir'd curve determined by the Reserve Bank of India. Debentures for which quotes are not 
available, are valued at carrying cost if interest is serviced regulaiiy, otherwise in accordance with the asset classification norms 
prescribed by the Reserve Bank of India. 

Advances 

Advances are stated net of specific loan lots provisions. Provision for loan losses is made in respect of identified advances on a periodic 
review as per the Bank's policy and in accordance with provisioning norms prescribed by the Reserve Bank of India. 

Revime Rccegnttion 

(|1 Interest income on advances,ollier than on non-performing assets, it recognised on accrual basis. 

(it) IiMxime from investments is accounted on accrual basis. 

(iii) Comiiiissioii, exchange and brokerage is accounted on accrual basis, except for underwriting commission and commission on 
ktters of credit. 

Fixed Aasets and Depredation 

(i) Fixed assets we stated at historical cost lets accumulated depreciation. 

(ii) Oenectalion it provided on the written down value method at the following rates; 

' Office Equipment 2S.(X)% 

Office Fhimture 18.10% 

CooDpuiers 40.00% 

Vehicles 25.89% 

Depreciation on assets acquired during the year is provided for the foil year and no depreciation is provided in the year in which the 
asset is sold. 


(a) CrMijrity 

The liability for gmtnity is accounted for on the boois ef adoorial vahniiaa oa at the year cad. 

(b) EacaAomat of Leave 

The emplayees of the Bonk ore not entitled to cany forward their leave and the leave it not generally encashable. Consequently, no 
proviaioa tot leave encashment benefit on retirement is made. 

8. Net Profit 

The net profit disclosed in Profit and Lou Account is after: 

(i) Provisioas for taxes on the income in accordance with statutory requirements; 

(H) Provisioiis for loan losses; 

(iii) Transfer to contingency funds; 

(iv) Other usual or nece ss ary provisions. 

Other Notes 

1. loieiest on cumulative teim deposits upto its roaturiN wu accrued by the Bonk on straight line bwis over the tenure of the deposit. 

Dating the catient year, Bsu has changed its method of accrual and iiUeiest on the said deposits is compounded at period intervals, 

ss per dm iccoamiHMfotioas of the Iwfisn Bsnks Association. The exceu accruals of the esrllet years and for the cutical yesr have been 
levoied and consequentiy, the interest expended is lower and profit for the jssr is higher by Rs. 30,956 thousand. 

2. Tiansactioos involt^ foieigo exchange ate accountedAevoluM w per accounting poH^ 2 staled in note I above. The said policy is 
as per the recoimneamitions of the Pbrnoi Exchange Dealen Assoctation of Indta, W is m variance with Accouiiting Standard -11 
“Acextunting for the Effect of Changes in Foreign Canency Rales” issued by the Institute of Cbarteied Accountants of India. The effect 
of the variance has not been sscertained. 

3. The hedging cost of forward exchange contractt is accounted for on maturity of the respective contracts as staled in accounting policy 
2. (v) above. Consequ en tly, hei^ cost of Rs. 27,083 thousand relating to the ptevious year has been expended during the current year 
and hedge cost of Rs. Il38l t h ou s a n d relwing to the current yesr hm not been a m o rtise d daring the year. 

4. The Capital to Risk Assets Ratio as at 31st March 1997 as assessed by the Bank on the basis of me gu i d elln s s issued by the Reserve 


hedge cost of Its. Il38l t h ou s a n d relsting to the current yesr has not been a m o rtise d daring the year. 
Capital to Risk Assets Ratio as at 31st March 1997 as assessed by the Bank on the basis of me gu i d elln s s 
k^IndU is 17.09%. 
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BANK OF BAHRAIN AND KUWAIT B5.C. 

(Incorporited in Bahnin with Limited Liability) 

INHAN BRANCHES 


The pefcentafeofiietiimpeitbni^iiietttOMtadvaaoMMaiSIttMHdi 1997 If 9.75. 

The Affetenoe Mats lit Much l997Wwcen the book valMuid the muketvilne of penMocttiaivetunealfhMBM been nravided 
for, lincelheteinvettnieiitsue intended to be held npioiiiaMrily and, indieopinioaotiliein«ia(emeat,lheCdIialhBHnelvalae 
does not affect their lealifaUe value u maturity. 

The bleak up of *|Proviiions ind Contta(eiicies**'ai appearing in the Profit and Lou Account if u under 




(Rs.000) 


Year ended 

Year ended 



3H)3-I996 

Provision for non performing asseU 

2,764 

9,183 

Provision fortaxu 

32,672 

66405 

Pwirecuttion on investments 

Oinen 

(6436) 

3,165 

6,704 

TOTAL 

32.065 



8. Pieviouf year'f flguref have been regrouped wherever n ec ew aiy to make them comparable with the cunent yeu. 

For Bank of Bahrain and Kuwait B.S.C. 

Indian Brenchcf 

Sd/- Sd/- 

K S Krifhnakninar R VcnkatamnMni 

General Manager & Chief Executive Officer - India Auialanl GenenI Manager 

Mumbai: June 30,1997 


AodHor’i Report on the Account* of the Indian Branches of 
Bank of Bahrain and Kuwait, B,S.C. under Section 30 of the Rnnkhit Regulation Act, 1940. 

We have audited the attached Balance Sheet of the Indian branches of Bank of Bahrain and Kuwait B.S.C. (incoeporated in Bahrria 
with limited liability) aa at Slat March 1997 and the related Profit and Lou Account for the year ended oc Aat dale. 

In accordance with the proviaiona of Section 29 of the Banking Regulation AcL 1949, read with the provisions of sub-sectioin (I), 
(2) and (S) of Section 211 and tub>sectioo (S) of Section 227 of the Companies AcL 1956, the Balance Sheet and Profit and Lou 
Account together with the notes thereon, are not required to be and not ibawn up in accoidance with Schedule VI of the Companies 
Act, 1956. The Accounts are, therefore, drawn up in conformity with Forms A and B of the Third Schedule to the Banking Regnlalio* 
AcL 1949. 

We report that: 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for Ibe 
purpose of our audit and have found them to be satisfactoiy; 

b) In our opinion, proper books of account, u required by law, have been kept by the Indian branches of the Bank so far u 
appears from our examination of those books; 

c) The Balance Sheet and Profit and Lou Account of the Indian branches of the Bank dealt with by this report are in a g te en a en t 
with the books of account; 


(i) TrananctiotM involving foreign exchange are accoonted/revahied u per accounting policy 2 stated in note I of s chedu le 
17. This is at variance with Accounring Standard -11 “Accounting for the Effect M Changes in Foreign Oneacy Rases” 
issued by the Institute of Chartered Accountants of India. The effect of the variance hu not been asc e rt ain ed. 

(ii) The policy for accounting hedging cost of forwud exchange conhacts. u stated in accounting policy 2. (v) in nose I of 
schedule 17, is not in accordance with Accounting Standard -11 “Accounting for the Effect of Cbuges in Foreign Cucreucy 
Rates” issu^ by the Institute of Chartered Accountants of India. The impact of this variance is s l a t e d in note 11 (3) of 
schedule 17. 

(iii) The Indian branches of the Bank have changed iu method for accounting of accrued htferest on cunmlalive term de posi ts 
The said change u stated in note II (I) of schedule 17 hu resulted in the interest expended being lower aiM pruBl for 
the year being higher by Rs. 30,956 thousand. 

Subject to para (d) above and its consequent effect on the Capital to Risk Assets Ratio, in our opinion and to die best of oar 
information and according to the explanations given to us, the said accounts read with the notes thereou, give Jhe iMnimatiMi 
required by the Companies AcL 1956, in the manner so required for banking companies, and give a true and Mr view of 
the state of affain of the Indian branches of the Bank u at 31st March 1997 and iu profit for ih' yeu ended on that dase. 

Poraadoabehatfef 

RalyaMwaBa • MMiy 


Mumbai: June 30,1997 


KaUM 


ass 
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IteoqmwtBd fai Oarwy wMh InoiiMd HaUUty 


BALANCE SHEET or THE INDIAN BEANCHES 
AS ON 31 MABCH1M7 


mom AND LOSS ACCOUNT OF THE INDIAN BBANCHBS 
FOE THE YEAB ENDED 31 MABCH 1997 


In thousands of Indian rupees 

Schcdtric 

As on 
31.03.97 

As on 
31.03.96 

OAfTTAL AND UABtUTIES 



Capital 

(1) 

183,974 

108.831 

Reserves and surplus 

(2) 

4,339,258 

2.525,431 

Deposhs 

(3) 

17466490 

11452,916 

Boftowinp 

(4) 

4,844.320 

2.800418 

Other liabilities and 
provisions 

(5) 

1 

1 

2.620,107 1 

3,137,344 


Total 

29.37047S 

19,716409 

ASSETS 




Cash and balances with 
Reserve Bank of Irtdia 

(6) 

1.646.521 

1,456,160 

Balances with banks and 
money at call and 
short notice 

(7) 

1,782,686 

1,483,803 

Investments 

(8) 

6,299,697 

3,505,803 

Advances 

(9) 

16,934,934 

11.261,691 

Fixed Assets 

(10) 

1,317,699 

962,909 

Other Assets 

(11) 

1.389.038 

1.043.843 


Total 

29478475 

19,716409 


In dKMiMBds of In^aa npoet 
S 


INCOME 

Imetett earaed 
Other income 

Ti 

EXPENIHTUEE 

Interetl expended 
Operating expenies 
Ptovisionf and 
contingenciet 


(17) 

Total 



PBOFIT 

Net profit for the year 
Proflt brought forward 


APPEOPRIATIONS 

Tnuufer to itaiutoiy 
reserve 

Transfer to contingency 
reserve 

Transfer to “Due to Head Office” 
Balance catried over to 
balance sheet 


Unbilitiet 
Bills for collection 


Schedales reftned to herein forai an int^ral pan of the balance sheet and proflt A loss account 
Aapcr lepon of even dafp 


Yearended lYcarended 
31.03.96 


3,1I1,SS9 2,230.712 
1,068.402 763,613 


4480461 2,994435 


1,399.196 1,290,612 

896.621 718,938 

1,274,329 757,517 


3470,146 2,767487 


610,115 

91,780 


227,238 

90481 


317419 



Ar VAISH A ABSOCUTBS 
Chanescd Accoantaats 


Fbr DEUTSCHE BANK AG 
Indian Blanches 


Sdf- 

BOOOr.DABUWALA 


Sdf- 

HAEKIEAT SINGH 
Chief Execative Officer - Iniha 


Sdf- 

EAHUL GUPTA 
CMcfConlioikr- 


: 26 tana 1997 











































DMUcbeBaakAG QJI 

tacofpofated in Genuny whli limited liebiliiy 


SCHEDULES FORMINC PART OF THE BALANCE SHEET AS ON 31 MARCH 1997 


- 

la thoadmidt of Indiw nipeet 

As on 

31.03.97 

At on 
31.03.96 

In thousands of Indian rupees 

As on 
31.03.97 

Asoti 

31.03.96 

SchcSalc l-CapUol 



Schedule 4 - Borrowings 



Securiiiei depotiled with 

Reierve Bank of India 
under leciion 11 (2) of 
the Banking Rcfulalion 

Act, 1949 



1 

Borrowings In India 

a. Reserve Bank of India 

b. (Bher banks 

c. Other institutions and 
agencies 

4.658.602 

8300 

2.182.455 

183,974 

108,831 


137.500 

76,675 

Schedule 2-Reicnrea 

andanrpluf 


■ 



4.796.102 

2,267,630 

I Statutory reaerve 

Opening balance 

Additions during the year 



2 

Borrowings outside India 

48,418 

532.888 

163,488 

122,512 

m 






Total 

4344328 

2388318 


288,000 

165,488 

C rWkm* lUklllSUo, 



2 Capital reserve 

(including start up capital of 

Rs. 2.0 nallion and remittances 
from Head Office) 

Opening balance 

Additions during the year 

2,178,163 

747,638 

1,462,923 

715,240 

1 

2 

3 

and provisions 

Bills payable 

Inter-office adjustments - 
branches in India (net) 

Due to Head Office . 

Lest; Previous years' balance 
of profit transferred to 
Rererves and surplus 

436,434 

1.477,250 

1.318.300 

1.235.439 


2,923,801 

2,178,163 


(456.074) 

- 

3 Conlingcwey reserve 

Opening balance 

Additions during the year 

90,000 

195.000 

90,000 

4 

< 

Imerest accrued 

Others (including provisions) 

1.021.176 

369.142 

793.355 

1.235,439 

192.191 

391,414 


285,000 

90,000 




Total 

2,620,187 

3.137344 

4 Balance in Profll and Loss 
account 

Add; Previous years' balance 
of profit transfeired from 
“Due to Head Office" 




384,383 

456,074 

91,780 

Schedule 6 - Cash and balances 
with Reserve Bank 
of India 

1 Cash in hand (including foreign 


12.033 


840,457 

91.780 

2 

currency notes) 

23.135 








Total 

433945s 

2325431 


a. In current account 

b. In other accounts 

1.623,386 

1,444,127 







Scbcdnlc 3-Deposits 




Total 

1346321 

133^168 

1. i) Desnand deposits 

a. From banks 

b. Prom others 

62,823 

3,698,104 

5,760,927 

81.418 

3.176.717 

3,258.135 

Schedule 7 - Balances with banks 
and money at caB 
and short nottce 

1 In India 

tit Balances with banks 



H) Savtngs hank deposits 

638,613 

509.444 


a. In current accounts 

b. In other deposit accounts 
(ii) Money at call a^ short 

notice 

Outside ladb 

Balances with baidct 

a. In cuneiu accouMs 

b. In other deposil accounts 

c. Money at call tad than 

notice 

78320 

928310 

lU) Terra deposits 

a. From banks 

b. From othen 

250,000 

10.917,150 

304,700 

7,180,637 

2 

- 

- 


11,167,150 

7,485,337 


1326.696 

43a980 

46.690 

SSS3U 

Total 

173<M9B 

II4923I6 








2 DspsHti of hranchsi fat India 

173<MM 

. 114S2316 


Tnul 

unxM 
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DMiMheBMkAG Id 

hcwpo n led in OmHay wilk Unilcd HabiHly 


SCHEDULES FOKMING PAKT or THE BALANCfe SHEET AS <»l 31 MAKCH1M7 

1 In tfaoOTind» of Isduui nipeet 

\ Aion 

Asm 

In thoimndi of iMUan itipeet 

Aion 

As on 

I 



31.03.96 

31.03.97 

31.03.96 

ffrhrSilr t iTrifiTti 



1 

1 

1 



Im 

cAMlilaliitlafai 



a. Cost as at 31 Match . 

304,001 

213,040 

1 

OovenuneM Mcoritiet 

S.26U73 

3,220.133 

b. Additians dating the year 

204,384 

94371 

2 

OdKf ■pproved Mcniiliet 

10,131 

380 

c. Deductiont dating the year 

(988) 

(3310) 

3 

Sharei - ftUly pud 

4I.S6S 

23,453 

d.. Depreciation to dale 

(243,888) 

(154.476) 


Debeatniet and bondt 

1.039.409 

296,006 







263,309 

149323 

5 

Attocuies 

3.000 

3.000 


t 

Olhen 

Total 

1317399 

962399 


Leas: Provision for dimunition 







in value 

(33.983) 

(39.191) 





ToUl 

«,299A97 

3393303 

Schcdale 11 - Other aiaela 



ScMvle f - Advaaco 



1 Interest accrued 

223,123 

138.508 

1. 

a. Bills purchased and 



2 Tax paid in advance/tax 




discounted 

2,031.083 

1,457,904 

deducted at source (net) 

439,839 

233,473 


b. Cash credits, overdrafts ' 



3 Statioaety and stamps 

11,693 

3,849 


and loans repayable on 
demand 

6,140.069 

3.876,364 

4 Inter^ffioe adjustments 




c. Term loans 

8,763,780 

3,927,423 

Branches in India (net) 

5 Due from Head Office 

3,140 

61,493 








ToinI 

1«,934,934 

11361391 

6 Others 

687,243 

588,520 








2. 

a. Secured tanpble assets 

12,062,391 

8,912,823 

Total 

1389338 

1345343 


b. Covered by Bank/ 







Oovenunent (uarantees 

1,724,467 

623,632 





c. Unsecured 

3.147.876 

1,725,234 

Schcdalc 12 - Caoliagtnt 










Total 

16334,934 

11361391 

UabUltlcs 



3. 

Advances in India 



1 Claims against the bank not 




a. Mofiiy Sector 



acknowledged as debts 




(incindinf export 



(including tax related 




finance) 

4,424,387 

3,149,500 

matters) 

324,426 

484,299 


b. Public sector 

464,637 

- 

2 Liability on account of 




c. Banks 

- 

- 

outstanding forward 




d. Othen 

12,045.890 

8,112,191 

exchange contracts 

78,172.905 

98,977.579 


Total 

16334334 

11361391 

3 Onamiteet given on behalf 



Sckcdalc It - riscS atMU 



a. Inladia 

19,142.022 

18,630,972 

1 

— 



b. Onffcde India 

3319,640 

2,933,807 


a. Coat as at 31 March 


700,391 

4 Acceptances, eadotienients. 




b. AddMons dating te year 


146,622 

and other oUigalions 

13,836,164 

13316,421 


c. Dedoctioiis dating the year 

- 

- 

8 Bills rediiconnied 


418,734 


d. Depnciatiaa to date 

(58320) 

(33329) 

6 OOmrileins 

mgm 

3.092 



1,054,190 

113384 

Total 

usjnfjn* 

134366394 
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lacoiponted ia Oennaay with linilad liibiliiy 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 

YEAR ENDED 31 MARCH 1997 

In thoutandi of Indian nipeec 

Year ended 

Year ended 

In thousands of Indian rupees 

Year ended 

Year ended 


31.03.97 

31.03.96 


31.03.97 

31.03.96 




Schedule 16 - Operaliiig expenses 



Scbedulc 13 - Intcrnt caincd 



1 Payments to atxl provisioiu 



1 Inieitit/diicount on 



for employees 

256361 

I69.S3S 

advoncet/billt 

2.368,981 

1,641,473 

2 Rent, taxes and lighting 

48,447 

33390 

2 Income on inveilments 

631.816 

487,083 

3 Printing and stationery 

19,451 

10395 

3 lateicfl on balances with 



4 Advertisement and.publicity 

16,622 

6323 

the Reserve Bank of 



5 Depreciation on bank's 



India and other inter-bank 



property 

114.254 

82.711 

funds 

88,982 

99,040 

6 Local Advisory Board 



4 Othen 

22.080 

3.116 

Members' fees, allowances 






atxl expenses 

386 

568 





490 

-32S 

Schedule 14 - Other income 



8 Law charges 

494 

241 

1 Commission, exchange 



9 Postage, Telegrams, 



aitd brokerage 

579,442 

396,196 

Telephones, etc. 

36,571 

20.889 

2 Profit (loss) on sale of 



10 Repairs and maintenance 

54.871 

37329 

investmenu (net) 

84,610 

(I2.08S) 

11 Insurance 

12,425 

9.803 

3 Profit on sale of land. 



12 Head Office charges 

243,245 

291.142 

building's and other assets (net) 

617 

484 

13 Other expenditure 

92,804 

55.484 

4 Profit on exchange 





—"" 

transactions (net) 

402,027 

376.204 

Total 

•96321 

71l,95> 

5 Miscellaneous income 

1,706 

2314 

Schedule 17 - Provliioiu und 






contingencies 



Total 

1,06S,402 

763313 

1 Provision for general loan lou 

105,917 

59.109 




2 Provision for depreciation on 



Schedule 15 - Interest expended 



investmems 

16348 

24.946 

1 Interest on deposits 

1,119.906 

699.384 

3 Provision for: 



2 Interest on Reserve Bank of 



a. Income tax 

l.087.0''2 

629340 

Indiafinler-bank borrowings 

240,019 

386,827 

b. Interest tax 

62303 

42380 

3 Others 

39,271 

204,401 

c. Wealth tax 

2.669 

1.942 

ToUl 

1.399,196 

1,290,612 

TeUI 

1394329 

757317 



1 . . 




SfhfiJwk 18; Notes fonniiig part of the Bnancial statements of the Indian branches for the 



year ended 31 March 1997 



1, Bads of Preparation 






The financial statements made up to 31 March 1997 comprise the accounts of the Indian branches of Deutsche Bank AO (*Yhe Bank*^ which 

is incorporated in Oermany. The statementi are prepared under the historical cost convention and in accordance with the femaUy accepsed 

1 accountiiif principlei and stMlory pfovisioas and practices prevailinf within the banking industry in India. 



2. Principal Arraaathig Policies 






a. Inewns recognition 






i) Interest income is recognised ia the profit and lou account as kaccnies. except ui the case of interest 00 non perfbnauiif 

■sets which 

1 is treated as income on receipt. 





ii) Pec income is accoonled for in the period when lecdvahle. except where the fee is charged to cover the cost of SGonUnthng service I 

to, or risk home for, the cnsloiner, or is inietcst in nuute. In these cases, the fce is recognised on an appraprislr baais daring dm | 

lekvant period. 






h. Tramnctiana Involving foreign oschange 




1 

1 1) Assets and liabUittes denondnaied in foreign cancncks are tranalaird imp Indian wpees at the nam of tachife nodflad by dia I 

PtoreignExchaageDeatefs Association of India (“PEDAD at the year end, except fiythoie foreign nnency non reiid 


eUgibie for conversion with the Reserve Bank of India CitBl"). which ate translated it dtenoaonnl mm appHcahle led—thpoHR. I 

1 ii) Revenues and expenses me tmasUted at the rates prevailing on dm tiansaction dale. 


1 
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toc o tponied in Oenuny with liailed HabiUty 


iii) OnimmKng foniga exchange contnctt an revalued at the fotwanl exchange ralei notified by FEDAI at the year end add the 
resiiltaal gain or loti ii included in the profit and loaa acconnt 

iv) Swap cqtii anting fiom hedging of foreign canency depoiitt have been rl a niflr d aa.i nt e r e it com in accordance with FEDAI 
diie^vet. 

6 Staff rctiraBcntbenelki 

Pioviiion for retirement benefiti in leipect of pention and giatuityftindt it made bated on actuarial vaiuationt conducted by a qualified 
actnaiy. 

d. NctprolU 

The net profit in the profit and lots account it after providin| for depreciation in the value of invetunents. provision for taxation, 
provision for doubtful advances and other necestaty (doviiions. 

e. Invcttmentt 

i) Inve at me n ta, which cover both debt and equity aecnri ties, are clauified aa petmaneni securitiet and cuirent securities in accordance 
with RBI guidelines. 

Permanent securities are valued at cost with premium, if any amortised over the remaioing life of the security. Profit on sale/ 
redemption (net of tax) of permanent tecuriiiet are transferred to capital reserve while loss, if any is charged to revenue. 

Cment securitiet are valued at lower of cost and marfcet value in compliance with RBI requirements except for treuuty bills and 
commercial paper which are stated at carrying cost. 

ii) Marfcet value is determined in accordance with RBI circular DBOD No. BP.BC.3(V21.04.048/97 dated 9 April 1997 which stipulates 
available marfcet quotationt/yield to maturity. 

r. Advatreet 

i) Advances are stated net of inovision for doubtful advances and bills reditcounted. Specific provision is made for doubtful advances 
as and when they are so contideted, based on a periodic review and in lirre with the guidelines on ptovitioning issued by the RBI. 
When there is no longer any realistic prospect of recovery, the outstanding advance is written off. 

ii) Interest on doubtful advances is credited to a suspense account which is netted in the balance sheet against the relevant balances 
and not recognited in the profit and lots account unless received. 

g. Fixed aasfti 

i) Fixed assets are stated at historical cost less accumulated depreciation. 

ii) No depreciation it provided in the year of sale. 

iii) flepreciation it calculated to write off the assets over their estimated useful lives on a straight line basis at follows: 

• Premises are depreciated at 2.5% per annum. 

• Other fixed assets; 

• Furniture, office equipment ore depreciated at 10% per aimum. 

• Vehicles and EDP hamate are depreciated at 20% per annum. 

• EOP standard software is depieciat^ at 33% per annum. 

iv) Premises and other fixed assets (cost and additions) include capital woifc in progress. 

3. Advances 

i) Advances secured by tangible usets (Schedule 9.2.a.) include an amount of Rs. 1,36^.9 million (Previous ye^Rs. 8I9..3 million) in 
respect of which tecurity is pendiiig creation. 

ii) Net NPA's to net advances is 1.77%. 

4. Fixed Aostls 

The Banfc has two premiaes on land leased from the Brihatunumbai Municipal Corporation. On the basis of legal opinion and exchange 
of correspondence with the Covemment of Maharashtra as regards the genmal policy of renewal of such lease, the management it of the 
opinkw that the leaae would notirmlly be extended. Hence, the lease premium of Rs. 420.0 irollion paid to acquire the lease rights has been 
amortised over the extended lease period. /Accordingly, a sum of Rs. 11.5 million has been amortised during the year. Had the bank 
amottited the leaae premiam over the lemoiniiig contracted lease period, the charge to the profit and lou account for the year would have 
been Rs. 64.9 million and the net profit for the year lower by Rs. 53.4 million. 

5. TaxnUan 

Tax liabilities are pending final outcome of the tax asses s m en ta/appeals filed by the bonk/tox authorities relating to the asseument yean 
1983-84 to 1994-95 resulting in “claims not acfcnowlediged at debts” of approximattly Rs. 524.4 million. On the basis of the tax counsel’s 
advice, the management expects to succeed and considers that adequate contingency reserves have been created. 

6. Capital Adequacy Ratie 

The Bank's capital adequacy ratio, computed in accordance with the RBI guidelinet, is as fblkwt: 


In thousands of Indian rupees 

Aaon 

31,M.1997 

. Asen 
3li3.19K 

Tier 1 cental 

3,194,801 

2431,152 

Tier 2 capital 

136,487 

97449 

Total capital 

3,331,288 

2,428,701 

Total risk weighted assets and eoidingeiits 

35,774,591 

28492,373 

Capital ratiaa 

Tier 1 capital 

8.93% 

8.15% 

Total capital 

9.31% 

8.49% 




DcatKlMBukAG E3 

liicocponted in Oennany with limited liability 


7. CempnratlTe ngarM: 

ClaHificadon of the variooi items of assets, liabilities, income and expenditure has been reviewed in detail for a more meanin(M 
presentation of the financial statements. As a result, certain previous years' figures have been restated to conform with the curreM year 
presentation. 

As per report of even date 

For VAISH * ASSOCIATES For DEUTSCHE BANK AG 

Chartered Accountants Indian Branches 

Sdf- Sd/- Sdf- 

BOMIF.DARUWALA HARKIRAT SINGH RAHUL GUPTA 

Partner Chief Executive Officer - India Chief Controller - India 

Mumbai; 26 June 1997 


Auditora’ Report on the Financial Slatesnenta of the Indian Brancbei of Deutsche Bank AG 

We have audited the annexed Balance Sheet of the Indian Branches of Deutsche Bank AG (Incorporated in Germany with limited 
liability) (“the Bank”) as at 3tst March, 1997 and also annexed the Profit and Lost Account for the year ended 31st March, 
1997. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 read with the provisions of sub-sections (1), 
(2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and Profit and 
Loss Account together with the notes thererm ate not required to be, and are not drawn up, in accordance with Schedule VI 
of the Companies Act, I9S6. The financial statements are therefore drawn up in conformity with Forms ‘A’ and ‘B’ of the Third 
Schedule of the Banking Regulation Act, 1949. 

We report that: 

Profit and Loss on revaluation of outstanding foreign exchange contracts at the rates specified by FLDAI on the Balance 
Sheet date have been included in the Profit and Loss Account, as per Accounting Policy 2b (iii) of Schedule 18. This Policy 
is in accordance with FEDAI guidelines approved by Reserve Bank of India and reiterated vide its circular dated June 5, 
19%. However the same is not in accordance with the Accounting Standard II of the Institute of Chartered Accourttants 
of India, impact of which is not ascertained. 

Subject to above; 

1. We have obtained all the information and explanatkms which in our opinion and to the best of our knowledge and belief, 
were necessary for the purpose of audit and have found them to be satisfactory; 

2. the transactions which have come to our notice have been, in our opinion, within the powers of the Bank; 

3. in our opinion, proper books of accounts as required by law have been kept by the Bank so far as appears from our examination 
of those books and proper returns adequate for the purpose of our audit have been received from the branches of the Bank; 

4. the Balance Sheet and Profit & Loss Account dealt with by this report are in agreement with the books of account sod the 
returns; 

5. in our opinion, and to the best of our information and according to the explanations given to us, the accounts read together 
with other notes thereon, give the information required by the Companies Act, 1936, in the manner so requited for the Banking 
Companies and on such basis- the Balance Sheet gives a true and fair view of the state of affairs of the Indian JBiaochet 
of the Bank as on 31st March, 1997 and the Profit and Loss Accoum of the profit of the Indian Branches oi the Bank for 
the year ended on that date. 

Pbr VAISH ft ASSOCIATES 
Chartered AccouttfaMa 

Sdf> 

BOMI F. DAROWAIdk 

Mumbai: 26 June 1997 9MHR) 
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Standard it Chartered 


Standard Chartered Bank-India branches 
(Incorporated in the United Kingdom with Undtcd liability) 


Balance Sheet at 31 March 1997 


1997 1996 

(Rs 000s) (Rs 000s) 



Profit and Loss Account for the year ended 
31 March 1997 


1997 1996 

(Rs 000s) (Rs OOOs) 



Capital & Liabilities 

Capital 

Reserves and surplus 
Deposits 
Borrowings 
Other liabilities and 
provisions 

Total capital and liabilities 


Assets 

Cash and balances with 


6,860.580 5,384,332 

41,914,200 27,385,749 
2,942.240 5,994,884 

4.393.767 3,173,797 

56,110,787 41,938,762 


the RBI 


9 

5,320,031 

4,472,934 

Balances with banks 





and money at call 





and short notice 


10 

273,513 

1,403,905 

Investments 1 

1(0. 2, 

11 

14.331.117 

8,833,606 

Advances 

1(d). 

12 

25.947,067 

20,184,595 

Fixed assets 

1(e). 

13 

2,395.512 

1,480,673 

Other assets 


14 

7,843.547 

5,563,049 

Total assets 




41,938,762 


Contingent liabiUties 15 137.969.655 

BUlsfor collection 879.225 



Income 

Interest earned 
Other income 

Total Income 


Expenditure 

Interest expended 18 

Operating expenses 19 

Provisions and 

contingencies 20 

Total expenditure 

Front 

Profit for the year 

Prior period item 2f, 21 

Net profit 

Appropriations 

Transfer to Statutory 
Reserve 5 

Transfer to Head Office 
Account 5 

Transfer to Capital Reserve 5 

Total appropriations 


5,486,130 4,757,823 

1,442,063 .896,239 


6,928,193 5,654,062 


3.529,830 2,435,325 

2,456,695 2,158,143 


509,435 


39,667 


6A95,960 4,633,135 


432,233 1,020.927 

274,282 


706,515 1,020,927 


141,303 204,185 

816,742 



706,515 1,020,927 


The accompanying notes are an integral part of this Balance The accompanying notes are an integral part of this statement. 

Sheet. In urms of our attached report of even date 

In terms of our attached report of even date 


Bharat S Rant & Co 

Chartered Accountants 

Sd^. 

BalaJi Swaniinathan 
Partner 


Mumbai 
23 June 1997 


Sdf- 

Martin FUi 
Chief Executive, India 

R. Ganapathy 

Chief Financial Officer 
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standard Chartered 

Standard Chartered Bank-India branches 
(Incorporated in the United Kingdom with limited liability) 


Notes to the Financial Statements for the year ended 31 March 1997 


(Amounts in thousands of Indian Rupees) 

1. Significant Accounting Polidca 

(•) General 

The accon^Mnying rinoncial tlaiemenu of Standard Chartered Bank-India branchei (“the Bank") arc prepared under the historic cost 
convention (as modified by Note 1(e) below) on the accrual basis of accounting and conform with the statutory provisions and practices 
prevailing within the banking industry in the country. 

(b) Traniactlont Involvhig fercign rtrhangf 

(i) Monetary assets and liabilities in foreign cnnenciei are trafulated at rates of exchange notified by the Foreign Exchange Dealen' 
Association of India (“FEDAI”) at the year end except in the case of deposits accepted under the Reserve Bank of India’s ("RBI") 
Foreign Currency Non-Resident Accounts scheme (FCNR-A) which ate valued at the relevant rales notified by the RBI and deposits 
accepted under the RBI’s Foreign Cuirency Non-Resident Accounts scheme (FCNR-B). which arc swapped imo rupees at the 
spot rate prevailing on the date of acceptance. The profits/losses on the swi^it arising out of the difference in the exchange tale 
between the contract date and the maturity date are included in “Other Liabilities" and spread over the remaining period of such 
POtR(B) deposits. All profits/losses resulting from year end revaluations are included in the Profit and Loss Account 

(ii) Income and expenditure items are translated at the exchange tales prevalent on the date of the transaction. 

(iii) Outstanding forward exchange contracts (excluding deposit swaps) and spot exchange contrac is are revalued at the rales of exchange 
notified by FEOAI prevailing at the year end and the resulting profits or losses ore included in the Profit and Lott Account. 

(c) Imrestmcids 

All investments are "Current investments" and ate valued at the lower of cost and marfcei value in oggiegaie for each category in 
compliance with the RBI requirements. Treasury bills and Commercial Paper are valued at cost. Any premium or discount to face 
value I's amortised to maturity. Investments in subsidiaries and associates are valued at cost less provision where, iri the opinion of 
the management, a permanent diminution in value hat occurred. 

(d) Advsmccs 

Doubtful advances are identified by periodic appraisals of the portfolio by management and appropriate provisions are made. The 
related interest on such doubtful advances is credited to an interest in Aispense account and not included in pnfits mitil received. 
Advances are stated after deduction of provisions and interest in suspense. All provisions against doubtful advances are made <m a 
gross basis with tax relief being accounted for only in the year of write-off. 

(e) Fixed aocts and rtcpreciatlon 

Fixed assets are stated at historical cost less accumulated depreciation, except premises which are revalued periodically. All assets 
are depreciated on a straight-line method at the rales specified in Schedule XIV to the Companies Ac* I9S6. 

(0 RcvahMllQn of premises 

The Bank's premises were revalued at 30 September 1996 and slated at market values as at that date, determined by a Govemasent 
registered valuer. The surplus of Rs 777 million (1996: Nil) arising on revaluation, has been credited to a revaluarion remtve. In reqwet 
of revalued assets, depreciation is provided on the revalued amount and charged to the Profit and Loss Account. An amoruii tqui vaient 
to the depreciation arising out of the revaluation is transferred from the revaluation reserve to the Proflt and Lots AccoonL 

(g) Ineonac recognition 

Income is recognised on an accrual basis, except in the cate of non-performing advances where it u recognised on reoeipL 

(h) Retirement benefits 

The Bank has created separate funds recognised under the provisions of the Income Tax Act, for pension and gratuity benefits fcr 
its employees. 

The Bank hat conducted an actuarial valuarion of rctiremem benefits at 31 March 1996 and has fully funded its lUbiBly on a 
“rliiciMitinuance“basitat3l March 1997. Using a more conaervative set of assumptions on expected future trends in lalariri. invealment 
yieldt and inflation, the Bank needs to fund an additional sum of approximately Rs 211 millioa. The Bank imendt to p rovid e br 
tbit liabiHly over the estimated average remaining working lives of its employees. 

The BwAhmaho conducted an actuarial valuatkw of the leave encashment benefit at 31 htarch l9%atiiigatiini)trseiofaasnnipiient. 
The liitwe liability of approximately Rs S6 million will be funded over the estimated overage remaining wotfciag Uvea of its em ptoyee s . 

(U Net proflt 

The net profit tUtcloted in the Profit and Loss Accormt is after accounting for, inter o/io, provitiena for taxes, dooblfhl afiviaem 
and other necesaaot provisiooa. 
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standard if Chartered 

Standard Chartered Bank-India branches 
(Incorporated in the United Kingdom with Hmitcd liability) 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 1997 

(Amounts in thousaiub of Indian Rupees) 

2. Investments and Claims 

(a) The developments during the current year in respect of various claims on the Bonk on account of deTiciencies in its assets and 

claims against it, arising from earlier transactions in the securities markets, are described below: 

(i) Civil actions against several banks, financial instKulions and individuals to recover amounts, tome of which are also the subject 
matter of investigation by the Central Bureau of Investigation, continue to be punued. At Jl March IW7, the assets in question 
amounted to Rs. nil (1996: Rs 477 million), net of cumulative provisions and write-offs aggregating Rs 10,574 million (1996: 
Rs 10,574 million). 

(ii) In March 1996 the Bank secured a favourable judgement of approximately Rs. 900 million (inclusive of interest and costs). The 
recovery of this amount in June 1996 reduced the balance of claims reflected as part of “Other Assets” from Rs, 477 million 
as stated above, to nil. Interest of Rs. 392 million accrued upto 31 March 1996 was recognised as interest income in the previous 
year and the balance of Rs. 29 million has been recognised os interest income in the current year. 

(iii) The total recoveries in the previous year amounted to Rs. 1,983 million which comprised princip^ recovery of Rs. 1,027 million 
and interest and costs of Rs. 776 million. This resulted in recovery of principal of Rs. 592 million which was written off in 
an earlier year. Further an amount of Rs. 177 million was written off following a negotiated settlement of another claim. The 
net write back of Rs. 415 million and interest of Rs. 776 million was recognised in the Profit and Loss Account. 

(iv) In 1995 the Company Law Board had directed that certain securities of face value Rs. 100 million be registered in favour of 
the Bank. The maUer was subsequently transferred to the Special Court. This recovery has not been recognised pending determination 
of the matter' by the Special Court. 

(v) On 14 December 1993 the Special Court, constituted under the Special Court (T nal of Offences Relating to Transactions in Securities 
Act), held that "ready forward" transactions were illegal and thus void. As a result, the Bank hod been orxlered to deliver securities 
or provide guarantees for securities with a face value of Rs. 675 million, which include claims relating to securities with a 
face value of Rs. 295 million where the Bank hod acknowledged liability. In settlement, the Bank had in the previous year, delivered 
secunties with a face value of Rs. 295 million fur which Rs. 245 million (book value) was charged to the Profit and Lou Account 
along with interest of Rs. 89 million. The Bank hod further delivered secunties of face value Rs. 123 million (book value 
Rs. 145 million) to the Custodian and classified this amount as "Other Assets” since the Bank in turn had claims on other paitiet, 
and provided guarantees to deliver securities with a face value of Rs 208 million. The Bonk, along with other banks, had appealed 
to the Supreme Court against the Special Court’s judgement on ready forward transactions. On 19 March 1997, the Supreme 
Court upheld the appeal filed by the banks and reversed the Special Court's judgement. The Bank is now eittitled to receive 
from the Custodian the securities of face value Rs 123 million previously delivered and the guarantee provided stands cancelled. 
On receipt of securities from the Custodian, the balance in "Other Assets" will reduce by that amount. 

(vi) At 31 March 1996, the Bank had claims on it aggregating Rs 2.968 million included as “Contingent Liabilities" of which 
Rs. 2,646 million related to "ready forward transactions". As a result of the Supreme Court's judgement stated above, the contingent 
liability (including overdue interest) at 19 March 1997 of Rs. 3.117 million is not expected to crystallise. 

(b) As part of the civil claims referred to m note (a) above, certain investments of the Bank continue to be affected as follows: 

(i) The Bank continues to hold Bankers Receipts ("BRs") of face value Rs. 3.730 million and Subsidiary General Ledger transfer 
forms ("SGLs") of face value Rs. 1,350 million which have been written off in the previous years. Further, the Bank had issued 
a BR of face value Rs, 10 million which is an acknowledged liability but is link^ to a claim in the Special Court. 

(ii) Certain securities of face value Rs. 355 million (1996; Rs. 355 million) are still to be registered in the Bank’s name. The Bank 
continues to pursue the registration of these securities and is confident of resolving related disputes without any significant lots. 
The Bank hm recognised interest of approximately Rs. 160 million upto 31 March 1997 on these securities, including interest 
of Rs. 32 million recognised in the current year. 

(c) Relating to securities uonsactiont of the 1991-92 period, the Bank cominuet to hold an SGL transfer form of face value Rs. 2,.500 
million issued by a nationalised bank. The Bank has also issued an SQL transfer form relating to the tame security for the same amount 
to the same counterparty which continues to be held by that bank. The Bank continues to make attempts to clear these mutual outstandings. 

(d) The Bank has received demands from the Income Tax authorities relating to the assessment years 1991-92, 1992-93 as also an interest 
tax demand for the assessment year 1994-95 which have been paid. No demand has been raised for the assessment year 1993-94. The 
Bank has requested the Income Tax authorities to keep the demand for the aaseument year 1994-95 in abeyance. The Bonk believes 
that these demands, and other similar demands, are largely unsustainable and will eventually be set aside. Accordingly no provisions 
have been made and sums paid have been included in “Other Assets”. * 

(e) Ahhough the Bank is not liable to pay any income tax on iu current year's profits, in view of the newly inserted Section 115-JA of 
the Income Tax AcL 1961, the Bank has, on a conservative basis, made a provision of Rs. 92 mitlion on account of Minimum Alternate 
Tax (MAT). The Bank however believes that the provisioat of this section ate not applicable to iL 

(!) Prior period hem of Rs. 274 million representing interest on Income lax refund hat not bm oomideied for MAT w it hat been offered 
far tax in the previous year. 

3. laqoify Proccertingx 

Certaio inquiry proceedinp by the regulaion, including the conduct of the Barrii't poet aecuiidet tramartioni, vottio accounts tad 
NRE accounts, are not yet conipleie. The outcome of such pr nc ti rdi ngs is uncertain. Accordingly, no provitioo hat been made in theoe 
.statements to reflect the effect, if any, of the outcome of such inquiriea._ 





Standard j? Charter ed 

Standard Giartered Bank-India branches 
(Incorporated in the United Kingdom with limited liability) 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 1997 


— 

1997 

(RsOOOs) 

1996 

(Rs OOOS) 


1997 

dueoRs) 

1996 

(RaOeOs) 

4. Capital 

Deposit kept with the Reserve Bank 
of India under Section 11(?) of the 
Banking Regulations Act, 1949 

613,SM 

390300 

9. Cmh uid Bahuicw with 
the RBI 

Cash in hand (including foreign 
currency notes) 

123.612 

90.381 

5. Reserves and Surpins 

(a) Statutory Reserves 

Balance, beginning of the year 
Additions during the year 



Balance with RBI 
in current accounts 

5.196,419 

4.382333 

485,418 

141,303 

281333. 

204,185 

Total cash and halnnca with the RBI 

5320331 

4372.934 

10. Balamccs with Banks and 



Balance, end of year 

626.721 


Money at CaO and 



(b) Revaluation Reserve 

Balance, beginning of the year 
Additions during the year 
Deductions during the year 

1,028,083 

777,270 

..nAm 

1,080.129 

(52.046) 

Short Notice 
.In India 

Balances with banks - 
in current accounts 

162.124 

91.183 

Balance, end of year 
(c) Head Office Account 

Balance, beginning of the year 

1.797,816 

3,870.831 

1.028.083 

3.012.785 

Money at call and short notice - 
with bunks 

Outside India - in current accounts 

111,389 

100.000 

1.212.722 

Additions during the year 
Transfer from Profit and 
l^ss Account 

Less: Remiltable surplus retained 
in India for CRAR 

473.319 

(2,330,314) 

41.304 

816,742 

Total balaiKcs with banks and 
money at call and short- notke 

11. Investments 

In India 

273313 

1.403,905 

Balance, end of year 

2.013,836 

3370331 

Government securities 

12,250.056 

7,266.359 

(d) Capital Reserves 

Additions during the year 

91,893 


Other approved secuniies 

Equity shares 

412.919 

2.733 

467,099 

34,327 

Balance, end of year 

91393 

- 

Debentures and bonds 

837.825 

678.524 

(e) Remittable Surplus retained 
in India for CRAR 

2.330.314 


Subsidianes/joint ventures 

Units of mutual funds 

501 

22374 

501 

116.696 

Total reserves St surplus 

6. Deposits 

Demand deposits 
from banks 
from others 

Total demand deposits 

Savings Bank deposits 

Term deposits 
from banks 

6360380 

141.009 

3.852,522 

5.993331 

3,040393 

^M332 

194,224 

3,584,684 

3,778,908 

2318399 

SIDBl deposits 

SIDBl Floating Rate Bonds 

Others 

Total Invcstnicnts 

12. Advances 

(a) Bills purchased and discounted 
Cash credits, overdrafts and 
loans repayable on demand 
Term loans 

561,741 

150.000 

92,768 

14331,117 

2,283.759 

10.812.153 

12,851,155 

120,000 

150,000 

100 

8333306 

2.004.979 

8,^094 

9.195322 

from others 

32.880,176 

21.088.342 


25347367 

20,184395 

Total term deposits 

Total deporita 

32380,176 

41,914300 

21,088342 

27385,749 

(b) Secured by tangible assets 
Covered by bank/govemment 
guarantees 

Unsecured 

20,922,638 

13.670349 

7. Borrowings 

In India from 



494,332 

4330.097 

124,853 

6389.193 

Reserve Bank of India 

1,100.000 

1,800,850 

41.390 

2.128.062 

2,100.000 

1.286.372 

480350 


25347367 

204*4395 

Other banks 

Other institutions and agencies 
Outside India from - banks 

(c) Advances in India 

Priority tecuv 

Public sector 

Banks 

Others 

S.2443S9 

590300 

IS6388 

19353,620 

4.661,938 

407354 

151.810 

14.963,493 

Total borrowhtgt 

2,942340 

5,994384 

8. Other Liabilities and 



Provisions 

Bills payable 

Inter Office adjustment (net) 

Interest accrued 

Olhen (including provisions) 

1.344.760 

558,538 

305,900 


25347367 

2*4*43*5 

Total advances 

25,947367 

te.umi 

1,687,019 

1361.988 

1,075.789 

1.233370 

Non Performing Advances u a % 
of Total Advances (net), classified 



Tatal other HabllltlN St provtshiu 

4393,767 

3,173,797 

as per the RBI guklefines 

1.57% 

14M 
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standard •* Chartered 

Sundaid Chartered Bank-India branchei 
(Ineotponted in the United Kingdom with Umited liabiUty) 


VOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 1997 


13. Fixed Aaaeta. 

Pietai$e$ 

Balance, beginning of year 
Revaluatioii uuplua arising during 
the year 

Addidont during die year 
Deduedona during die year 

Leas: Depreciation to date 
Net book value premlset 
Other fixed aiieta (including 
furniture and fixtures) 

Balance, beginning of year 
Adjuitment during the year 
Additions during the yeu 
Dedu c tio n s during the year (at coat) 

Less: Depreciation to date 
Net book value of other fixed assets 
Net book vahac of total flaed asaelB 

14. Other Assets I 

Interest accrued ! 

Inter Office adjustment (net) 

Tax paid in advance/TDS (net) 
Stationery and stamps 
Clainu 

Prepayment and rtceivaUes 
Low to staff 
Refundable deposits 
Others 

Total ether assets 

15. Contiiigciit Liabilities 

Oaims against the Bank not 

acknowledged as debts 
Liability for patdy paid investments 
Liability on account of outstanding 
exchange contracts 
(inchidiiig spot exchange contracts 
Rs 1Z497,499; 1996: Rs 9,326,165) 
Guarantees given on behalf of 
constituents 
in India 
outside India 

Acceptances, endorsements and 
other obligatioM 
Other items for svhich the Bank 
is CMtinfently liable' 
bills rediscounted 
Told rnaHagiiit Mablllties 

16. latenst Earoad 

laiereat/diacouiit oa bills/advances 
Income on investmoais 
Interest on balances with the 
RBI sad other inter-bank funds 
Others 

Total fastenst aaraod 


1997 1996 

(Rs 000s) (Rs 000s) 


U12451 

1,246,190 

777,270 


66,283 

1,211 

- 

mmm 

2,0^4,104 

mam 

(82J24I) 

(72.041) 


1,140410 

599,982 

487,024 

- 

(4,362) 

171,247 

121,786 

(17,949) 

(4.466) 


599:982 

(331,631) 

(259,819) 

411,649 

340.163 

2.39S412 

1380373 

636,501 

958,920 

2,166,159 

- 

1,881,702 

1,803,119 

8,144 

8.202 

- 

476,750 

735,700 

856,904 

796,268 

742,169 

470,657 

823,037 

641,895 

378,469 

5463,049 

7343447 

327,477 

2,974,341 

500 

300 

118,7ia915 

108,763,050 

10,681485 

9,148,050 

548,319 

235,432 

6,820,436 

6,011,413 

880,423 

802,688 

137,969455 


3,871,643 

2,364.048 

1,346,220 

2,167,316 

101,630 

183,400 

166,637 

43,039 



1997 

(RsOOOs) 

1996 

(Rs 000s) 

17. Other Ibgoim 

CotnmissAxi, exchange and brokerage 

780,951 

639,059 

Net profit^fioss) on sale of investmentt 

145,241 

(232.480) 

Net (Ioss)/profit on sale of premises 
and other assets 

(3,153) 

59.129 

Net profit on exchange transactions 

489,759 

398,888 

Miscellaneous income 

29,265 

11,643 

Total other fascomc 

1342,063 

896439 

18. Interest Expended 

Interest on deposits 

3.351438 

2,173,606 

Interest on RBI/ inter-bank 
borrowings 

178,149 

261,340 

Others 

123 

379 

Total interest expended 

3429430 

2,435425 

19. Operating Expenses 

Payments to and provisions 
for employees 

1,017.845 

1.083,259 

Rent, taxes and lighting 

81,739 

93,648 

Priming and stationery 

109.610 

78,752 

Advertisement and publicity 

150,319 

220,874 

Depreciation on Bank's property 

79,764 

68,360 

Direclors* fees, allowances and 
expenses 

416 

213 

Auditors' fees 

1,575 

1.475 

Legal charges 

65.164 

66,897 

Postage, telegrams, telephones, etc 

207,221 

104,248 

Repairs and maintenance 

153.825 

78,892 

Insurance 

36.568 

33,367 

Travelling 

202.547 

•140,620 

Other expenditure 

350.102 

187,538 

Total operating expenses 

2356.695 

2,158,143 

20. ProvisioiM & Contingendes 

Provisions against advances (net) 

524,506 

(236,933) 

(Appreciation)/depreciation in the 
value of investmems 

(137,564) 

276,600 

Provuion on account of Tax (net) 

122.493 


Total provtslaas and condngciicics 

509335 

39467 

21. Prior Period Item 

Interest on Income Tax refund 

274,282 


Total prior period Kern 

274482 

- 

22. Capitnl Adequacy 

Tier 1 capital 

3.060.%9 

2.949.666 

Tier 2 capital 

900,910 

462,637 

Total capikal 

3,961479 

Iriilisol 

Total rbfc wdghtad asucts and 
condiigenti 

Capital ratlM 

Tier 1 capiul 

45,940,789 

6.7% 

35.104414 

8.4% 

Total capital 

8.6% 

9.7% 


23. Prior Year Comparativa 

The previous yew’s figures have been reclassified wherever 


5,406430 


necessary to conform to the cutrent yew's presentation. 


4,797483 
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standard Chartered 

Standard OiatteKd Bank-lndia branches 
(IncorponUd In the United Kingrlom wMi Hnited liability) 


Auditors’ Report on the Financial Statements of Standard Chartered Bank - India Branches, 
under Section 30 of the Banking Regulation Act, 1949. 

We have audited the balance sheet of Standard Chattered Bank - India Branches (‘the Bank’) (Standard Chartered Bank 
it incorporated in the United Kingdom with limited liability) at 31 March 1997 and the related profit and loss account 
for the year then ended. We have obtained all the information and explanations which, to the best of our knowledge 
and belief, were necessary for the purposes of our audit and have found them to be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub¬ 
sections (1), (2) and (S) of Section 211 and sub-section (S) of Section 227 of the Companies Act, 1956, the financial 
statements are not required to be, and are not drawn up, in accordance with Schedule VI of the Companies Act, 1956. 
The financial statements are, therefore, drawn' up in conformity with Forms A and B (revised) of the Third Schedule to the 
Banking Regulation Act, 1949. 

In respect of matters mentioned in Notes 2(a) to 2(d) and Note 3 to the financial statements, we arc unable to form an 
opinion on their outcome and consequently their effect, if any, on the results of the. Bank for the year. 

In our opinion, subject to the effect of such adjustments, if any, that might have become necessary had the outcome of 
the matten referred to in the preceding paragraph been known, the financial statements give a true and lair view of the 
state of affairs of the Bank at 31 March 1997 and of its profit for the year then ended. 

We further report that; 

(a) the financial statements are in agreement with the books of account and give the information required by the Companies 
Act, 1956, in the manner so required for banking companies: 

(b) the Bank has maintained proper books of account as required by law insofar as appears from our c^mination of 
those books; 

(c) the returns received from the branches of the Bank have been found to be adequate foi the purposes of our audit; 
and 

(d) the transactions which came to our notice have been within the powers of the Bank. 

for Bharat S Rant ft Co. 
Chartered Accoutoaius 

Mumbai 

23 June 1997 Sdf- 

Balaji Swaodoatluui 
Farmer 
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THE SAKURA BANK, LIMITED 

(Fonnerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 
(Incorporated in Japan with Limited Liability) 

INDIAN BRANCHES 


BALANCE SHEET AS AT 3IST MARCH, 1997 


(000* s omitted) 


Aion 

31J3.1997 

SCHEDULE Ropcce 


CAPITAL AND LIABILITIES 
Capital 1 

Reservei and Suiplus 2 

Deposiu 3 

Borrowings 4 

Other Liabilities and 
Provisions S 

TOTAL... 

ASSETS 

Cash and Balances with 
Reserve Bank of India 6 

Balance with Banks and 
Money at Call and 
Short Notice 7 

Investments 8 

Advances 9 

Bxed Asseu 10 

Other Assets 11 

TOTAL... 


Contingent Liabilities 12 

Bills for Collection 

Notes to Accounts 17 


Notes and schedules to the accounts foim an integral part of 
Balance Sheet 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH, 1997 


(000’s omitted) 


As on 
31J3.1997 
Rnpecs 

As on 
31.03.1996 
Rupees 

886,199 

586,199 

496,792 

247,842 

1,297,593 

2,969,209 

5,604,475 

2,784,750 

86,711 

138,158 

8,371,770 

6,726,158 

564,323 

916,436 

205367 

175,228 

1355396 

1418,167 

5333365 

4,055,870 

80329 

35,645 

532,090 

304,812 

8471,770 

6,726,158 

6383387 

4,256,010 

363317 

289,998 



l. INC(»fE 

Interest earned 13 

Other Income 14 

TOTAL... 

n. EXPENDITURE 

Interest expended 13 

Operating expenses 16 

Provisions and 
Contingencies 

TOTAL... 

m. PROFIT/LOSS 

Net Profit/fLoss) 
for the year 
Proflt/(Loss) 
brought forward 

TOTAL... 

IV. APPROPRIATIONS 

Transfer to Statutory Reserves 
Transferred to Capital Account 
Transferred to GovtTProposed 
Dividend 

Balance Carried over to 
Balance Sheet 

TOTAL... 

Notes to Accounts 17 


Notes and schedules to the accounu form an integral part of 
Profit and Lou Account 



151,507 


400,457 I 264,095 


49,790 32.750 

79,838 


350,667 ISI.S07 


400,457 264,095 



Am Pet Our Report of Even Date Attached 

For and on behalf of 
KHIMJI KUNVnUI A CO. 

Charured Accountants 
Sd/- 

SmVJI K. VIKAMSEY 
Partner 


For THE SAKURA BANK, LIMITED 
Sd/- 

T. TAKIGUCHl 
General Manager 

A 

Chitf Executive Officer in India 


Mumbai 

Dated; 30th June. 1997 














































THE SAKURA BANK, LIMITED 

(Fonneriy known aa THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

INDIAN BRANCHES 

SCHEDULES TO BALANCE SHEET 

(OOO’s omitted) 

(000‘s omitted) 


As on 
31.(U.1997 
Rupees 

As on 
31.03.1996 
Rupees 


At on 
31.03.1997 
Rupees 

As on 
31.03.1996 
Rupees 

SCHEDULE 1 - CAPITAL 

Capita] Remitted by Head Office 
Unremitted Profit 

Head Office Blocked Amount 
Nominal Value of Securities 
Deposited with the Reserve 

Bank of India under 

Section 11(2) of the Banking 
Regulation Act. 1949 

Current year 379,(X)0 

Previous year 77,000 

614,045 

177,478 

94,676 

314,043 

177,478 

94,676 

SCHEDULE 5 - OTHER 
LIABILITIES AND PROVISKN4S 

I. Bills Payable 

II. Inter-Office Adjustments (net) 

III. Interest Accrued 

IV. Others (including 

Provisions) 

TOTAL (1, II, III and IV).. 

12339 

24335 

50337 

86,711 

20,553 

56.929 

60,676 

138,158 



SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

I. Cash in hand 
(including foreign 
currency notes) 

II. Balances with Reserve 

Bank of India 



TOTAL... 

886,199 

586,199 



SCHEDULE 2 - RESERVES 

AND SURPLUS 

I. Statutory Reserves: 

Opening Balance 

Additions during the year 

96,335 

49,790 

63,585 

32,750 

4,162 

2.891 

11. Balance in Profit and 

146,125 

96,335 

i) In Current Accounts 

ii) In Other Accounts 

560,161 

913,545 

Loss Account 

350A67 

151,507 

TOTAL (I and 11)... 

564323 

916,436 

TOTAL (1 and 11)... 

496,792 

247,842 




SCHEDULE 3 - DEPOSITS 

I. Demand Deposits: 

i) From Banks 

ii) From Others 

II. Saving Bank Deposits 

HI. Term Deposits: 

i) From Banks 

ii) From Others 

47 

873,942 

94,471 

329,133 

27 

325,045 

89,001 

2,555,136 

SCHEDULE 7 - BALANCES 
WITH BANKS AND MimEY AT 
CALL AND SHORT NOTICE 

I. In India 

i) Balance with banks 

a) In Current Accounts 

b) In other Deposit 

Accounts (SIDBI) 

ii) Money at Call and 

Short Notice 

a) With banks 

7358 

190,000 

709 

170.000 

TOTAL (I, II, and III)... 

1,297,593 

2,969,209 



SCHEDULE 4 - BORROWINGS 



b) With Other Instimtions 

- 

- 

1. Borrowings in India: 



TOTAL (i and h)... 

197358 

170.709 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other Institutions and 
Agencies 

II. Borrowings outside India 

570,000 

1,900,000 

800,000 

2334,475 

823,400 

890,000 

350,000 

721,350 

11. Outside India 

i) In Current Accounts 

ii) In other Deposit Accounts 

iii) Money at Call and 

Short Notice 

7309 

4319 

TOTAL (I and II)... 

5304,475 

2,784,750 

TOTAL (i, ii and iii)... 


4319 

Secured borrowinp included 
in I and n above - Rs. Nil 



GRAND TOTAL (I and II)... 

nsjivi 

Iti 
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THE SAKURA BANK, LBVIITED 

(Fonneriy known as THE MITSUI TAIYO KOBE BANK, UMITEO) 

(Incorporated in Japan with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES TO BALANCE SHEET 


r 

1 (OOO's omitted) 

(OOO’s omitted) 


As OB 
31.93.1997 
Rapcea 

As on 
31.03.1996 
Rupees 


As OB 
3143.1997 
Hupeta 

As on 
31.03.1996 
Rupees 

SCHEDULE 8 - INVESTMENTS 
1. Investments in India in: 

i) Government Securities 

ii) Other Approved Securities 

iii) Shares 

iv) Debentures and Bonds 

v) Subsidiaries and/or 

joint ventures ^ 

vi) Commercial paper 

1A753M 

77,920 

2,108 

1,138.139 

77,920 

2,108 

SCHEDULE 10 - FIXED ASSETS 

I. Premises: 

At cost as on 31st March of 
the preceding year 

Additions during the year 
Deductions during the year 
Depreciation to date 


48,038 

(18348) 

- 

* 

TOTAL... 

11. Other Hxed Assets (including 
Pumiture and Fixtures): 

At cost as on 31st March of 
the preceding year 

Additions during the year 
Deductions during the year 
Depreciation to date 

27425 

29,490 

Gross Investments 

Less: Depredation on Investments 
Net Investments 

1,555396 

1,218,167 



1355396 

1,218,167 

39390 

40,750 

(563) 

(25373) 

12,131 

27,259 

II. Investments Outside India 

NU 

Nil 

GRAND TOTAL (land II) 

1355396 

1,218,167 

(13,235) 

SCHEDULE 9 - ADVANCES 

A. i) Bills purchased and 



TOT/VL... 

53,604 


1,193328 

3438307 

1,100,930 

870,601 

3,014,232 

171,037 

GRAND TOTAL (I and n) 

SO 429 


discounted 

ii) Cash credits, overdrafts and 
loans repayable on demand 

iii) Term Loans 

SCHEDULE 11 - OTHER ASSETS 

I. Inter-office adjustments (net) 

II. Interest accrued 

III. Tax paid in advance/tax 
deducted at source 

167311 

193,721 

76,960 

160,876 

TOTAL... 

5433465 

4.055.870 

- 

- 

B. i) Secured by tangible assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 

3,790419 

1442446 

2,894,501 

10,923 

1,150,446 

IV. Stationery and stamps 

V. Non-Banking assM acquired 
in satisfaction of claims 

VI. Others® 

9 In case then is any unadjusted 

171358 

66,976 

TOTAL... 

5433465 

4.055.870 

balance of loss the same may be 
shown under this item with 
appropriate foot-note 



C. I. Advances in India: 

, .. 

.. . 



i) Priority Sectors 

ii) Public Sector 

iii) Banks 

iv) Others 

1493301 

1,202,203 

TOTAL... 

532,090 

304,812 

3,739364 

2,853,667 

SCHEDULE 12 - CONTINGENT 
LIABILITIES 

I. Claims against the bank not 
acknowledged u4ebts 



TOTAL... 

5433465 

4,055,870 

•• 


C. 11. Advances outside India: 

i) Due from Banks 

ii) Due from Othen: 

a) Bills purchased 
and discounted 

b) Syndicated loans 

c) Others 

- 

- 

n. liafaility for paidy paid inveoment 

DL Liability on account of outstanding 
forward exchimge contracts 

IV. Guarantees given cm behalf 
of corutituents 

V. AcceptatKes, eiKioraements 
and other oMigations 

VI. Other items for which the bank 

3443,168 

1424,154 

1314354 

1,937,407 

487393 

1344.301 

TOTAL... 

- 

- 

is contingently liable 

1411 

286,709 

GRAND TOTAL (C.l and C.II) 

5433465 

4,055,870 

TOTAL (I. II, III. IV. V and VI) 

6483407 

4456.010 




























































THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

INDIAN BRANCHES 


SCHEDULES TO PROFIT AND LOSS ACCOUNT 


(OOO's omitted) 

(OOO's omitted) 


Year Ended 

Year Ended 


Year Ended 

Year Ended 


31.03.1997 

31.03.19% 


31.03.1997 

31.03.19% 


Rupees 

Rupees 


Rupees 

Rupees 

SCHEDULE 13 - INTEREST 



SCHEDULE 16 - OPERATING 






EXPENSES 



1 . Interes'/discount on 






advances/bills 

828,621 

500,735 

1. Payments to and 



II. Income on investments 

166,752 

137,274 

provisions for 



III. Interest on balances with 



employees 

23,776 

14,254 

Reserve Bank of India and 






other inter-bank funds 

25,997 

30,972 




IV. Others 

53 

822 

II. Rent, taxes and 






lighting 

16,594 

6,459 

TOTAL... 

1,021,423 

669,803 




SCHEDULE 14 - OmiER INCOME 



III. Printing and 



i. Commission, exchange 



stationery 

2,007 

1.040 

and brokerage 

34,915 

31,481 




II. Profit on redemption of 






Commercial Paper 

- 

- 

IV. Advertisement and 



Less: Loss on sale of 



publicity 

168 

39 

investments 

- 

- 




III. Profit on revaluation 






of investments 

- 

- 

V. Depreciation on 



Less: Loss on revaluation 



bank’s property 

15,079 

6,636 

of investments 

- 

- 




IV. Profit on sate of land. 






buildings and other assets 

(260) 


VI. Directors' fees. 



Less: Loss on sale of land. 



allowances and 



buildings aiKl other assets 

- 

- 

expenses 

11 

11 

V. Profit on exchange 






transactions (Net) 

- 

” 

VII. Auditors' fees and 



Less: Loss on exchange 
transaction 

(122,758) 

(29.941) 

expenses 

225 

170 

VI. Income earned by way of 






dividends, etc. from subsidiaries/ 



VIII. Law charges 

32 

13 

companies aitd/or joint ventures 






abroad/in India 

- 

- 




Vn. Miscellaneous income 

338 

- 

IX. Postages, telegrams. 



TOTAL... 

(87,765) 

1,540 

telephones, etc. 

2338 

604 

Note: Under items n to V of Schedule 14 






toss figures may be shown in bracks 



X. Repairs and 



SCHOIULE 15- INTEREST 



maintenance 

1,193 

888 

EXPENDED 






I. Interest on deposiu 

80,911 

141,109 

XI. Insurance 

830 

1.733 

II. Interest on Reserve Bank of 






India/inter-bank borrowings 

288,411 

144,617 




m. Others 

144 

- 

XII. Other expenditure 

10333 

4.715 

TOTAL... 

369,466 

285,726 

TOTAL... 

72,786 

36362 








'r 





oonomic and Political Weekly July 12,1997 











THE SAKURA BANK, LIMITED 

(Fonneriy known u THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with limited Liability) 

INDIAN BRANCHES 

SCHEDULE 17 - NOTES TO ACCOUNTS FOR THE YEAR ENDED 31ST MARCH, 1997 

L PRINCIPAL ACCX>UNTINGroUCIES 
: Gracral 

The accompanying flnoncial statement* have been prepamd on historical cost basis and in accordance with the geneiaUy accepted accountin 
principies and the statutoiy provisions and practices prevailing in the country. 

2. (a) Scvcnne RecngiildM 

Income and Espenditure is accounted on accnial basis except commission Income on Letters of Credit and payment of Taxes refened to ir 
2 (bXi) heteundn which are accounted on cash basis. 

(b) NctPraltt 

The net profit disclosed in the Profit and Lost Account is after 

I. Payiimt for interest, income and wealth tax. The refund of Income tax is credited to Profit and Loss Account in the year of completior 
of assessment under Section 143(3) of the Income Tax Act, 1961. 

ii. Provisions for doubtful advances. 

iii. Other usual and necessary provisions. 

(c) Head Office Admliiistrativc Expenses 

Head Office Administrative expenditure is claimed for tax purposes but not debited to Profit and Loss Account. 

3. ThmsacHons invafrlng Forci^ Exchange 

i. Monetary assets and liabilities are translaled at exchange rates prescribed by Foreign Exchange Dealers Associotioa of lnrlia(FEDAl)exoepi 
Foreign Currency Non-resident 'A' (PCNR 'A') deposits which are translaled at rates specified by the Reserve Bank of India. Pre^t* anc 
losses arising from such transiations are ioclud^ in the Profit and Loss Account, 
li. Income and Expendiluie items are translated at exchange rates prevalent on the date of the transaction. 

III. Outstanding forward contracts ate translated at exchange rates notified by FEDAI and the resulting profits or losses are included in the 
Profit and Loss Account, 

iv. Contingent Liabilities are disclirsed as iinrler; 

ai Outstanding forward Excharige contracts at the exchange rales prescribed by FEDAI. 
b) Guarantees and Letters of Credit at the exchange rates prevailing at the close of the year. 

4 Investments 

Investments are classified into “Peniianem” and Xuirem” as per Reserve Bank of India guidelines. Permanent investments include aecnritief 
intended to be held on long term basis or till maturity. Investments are valued as per guideline* laid down by Reserve Bank of India as under 

i. _ Permanent investments are valued at cost. 

ii. Curieni investments have been valued at lower of cost or market value, scrip wise under each category and the deptecialionfuipRciation in 

each category has been aggregated. Net depreciarion, if any. is provided tor and net appreciation, if any, is ignored. For the purpose ol 
consideting the market value. Stock Exchange quotations wherever available have been l^en and where investments are not quoted on 

the Slock ^change, the same have been valued as per the norms laid down by Reserve Bank of India as under: 

(a) PSU Ronds - Valued on yield to maturity (YTM) basis. 

(b) Treasury Pills ~ Valued at carrying cost. 

5. Advances 

i. Provision for Non Performing Advances is ir,ade on an appraisal by the management which also takes into account the Reserve Bank 
of India Guidelines. 

ii. interest on Non Performing Advances is not recognised in Profit and Lost Account until received. 

iii. Advances are staled net of bills of exchange rediscounted and provisions in respect of Non Performing Advance*. 

6 . Fixed AsMts St Oepredation 

i. Fixed assets are stated at historical cost less depreciation. 

ii. Fixed assets are depreciated on the Reducing Balance method at rates deiennined by the Management, which are higher than those prescribed 
in Schedule XIV of the Companies Act, I9S6 except for computer for which the rale used it 36.9%. 

iii. Depredation on assets acquired during the year is provided on pro rata basis from the month of oMition. No depredation it provided on assets 
sold durir^ the year. 

iv. The expmiditure incurred for addition/niodirication to leasedftenanted premises are capitalised and the depredation, on the same, it provider' 
as mentioned in (ii) above. In the year of expiry of the leate/ienancy the written down value of the assets are fully deprecialeiFwtinea off. 

7. SUflBcndlti 

i. Gratuity and Superanmiation Benefits: 

The Bank ha* Group Gratuity Scheme with Life Insurance Corporation of India in respect of gratuity for all employees other than 
expatriate employees and a Employees' Group Superannuation Scheme for providing pension benefits to its ofTiceia, other than 
expatriate officers 

ii. ThearoouniofbonuspayabletoiuenqsloyeesasperPaymeatofBoausActl96Sandex-gratiaisfullyprovidedforandchaifediotheProfii 
and Loss Account 

n. NOTES FORMING PART OF THE ACCOUNTS: 


Hxed assets do not include assets received at no cost from the Head Office. . 

The impact of the Report of SpedalAudir of Fdreiga Currency Non ResideiitD^osit Scheme ‘A’(PCNR'A’) transactions ordered by Reserve 
Bank 1^ India for the period 1st April, 1990 to 31 si March, 1994 is not consirlei^ in the accoamsaetKling scrutiny of fhe report by the Bt^. 
The (Capital to Risk asset ratio of the Bank as on 31 A)3/l 997 as computed under Reserve Bank of India guidelines is 12,46% 

The pmcentage of net NPAs to net advances at the year end it 0.98%. 
ftovirions SM Coiitinynt incliKlra: 

Provitioa for Non Performing A3vaiioet Rs. 7JS3 

Rs. Nil 

Rs. 210,069 

Rs. 37 

Rs. 24,777 


Performing Advances 
Oepreciaiioa on Investments 
PaymeM of Incotne for Current Year 
Payment of Income for Previons year 
Payment of fauerest tax 






THE SAKURA BANK, LIMITED 

(Formeriy known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

INDIAN BRANCHES 


SCHEDULE 17 - NOTES TO ACCOUNTS FOR THE YEAR ENDED 31ST MARCH, 1997 

n. NOTU FORMING PART OF THE ACCOUNTS - Cemid.. 

6 . («) Dunnt Ifce year be c w w e of the ameadmeat to Section 145 of the bicoiiie Tix Act, 1961, the Banlchu dunged the method of accomtinf of 

ceitaiD expeue* ftoin cash to accrual basil. The impact of the sane though not quantified is not material aid the piofit for the year is lower 
to that exKM. 

(b) During the year, bank has changed method of translating foreign exchange export bills/diicounied which were earlier revalued at one monlh 
forward iBie. The same are now being revalued at appropriate monthly forward rales at per the month of maturity at prescribed by PEDAl. Due 
to the aforesaid change. Profit for the year it higher by Rs. 935 Thousands. 

7. The current account with Reserve Bank of India IS under reconciliation. The impact on the accounts of the adjustments arising on lecondbatioa 
is not likely to be materiid. 

8 . At required by the Accounting Standard - 6 on Depreciation Accounliiig and Accounting Standard -10 on Accounting of Fixed Assets, issued 
by the Insriute of Chartered Accountants of India, the details are dtscloaed as under 

(Ks. in Thousands) 


Particulari 

As at 

31.3.% 

Additions 

Deductions 

As at 

31.3.97 

Uplo 

31.3.96 

FOr Ihe 
Year 

Uplo 

31.3.97 

As m 

31.3.97 

As at 

31.3.96 

Building 

48038 

_ 


48038 

18548 

2265 

20813 

27225 

29490 

Equipments 

26562 

18092 

563 

44090 

6769 

9366 

16136 

27954 

19793 

Fixture and Pixnitex 

12592 

22659 

- 

35251 

6230 

3371 

9602 

25649 

6362 

Total.. 

87192 

407S1 

S63 

127389 

31547 


46551 

EIEIl 

55645 


9. Previous years’ figures have been re-groupedlie-arranged. wherever necessary. 


As Per Our Report of Even Date Attached 


For and on behalf of 


KHIMJIKUNVERJI ft CO. 


Chartered Accomlants 

For THE SAKURA BANK, LIMITED 

Sdf. 

Sd/- 

SHIVJI K. VIKAMSEY 

T. TAKIGUCHI 

Partner 

General htana/fer d Chief ETecutive Officer in India 

Mumbai 


Dated: 30 June, 1997 



Auditors’ Report on the Indian Branches of The Sakura Bank, Limited 
under Section 30 of the Banking Reguiation Act, 1949 


We have audited the attached Balance Sheet of the ladtea Bm a efaes of The Sakstra Bank, Limited (Jdrmeriy The Miuui Taiyo Kobe 
Bank, Umited) at at 31st MarclK 1997 and also the annexed Profit and Loss Account for the year ended on that oaie. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provi.,ons of sub-sections (IL 
(2) and (5) of Section 211 and sub-section (5) of Section 227 of the Commies Act, 1936, the Balance Sheet and the Profit and Lott 
Account are not required to be and are not drawn up in accordance with ^hedule VI to the Coinpanies Act 1956. The accoums are. 
therefore, drawn up in conformity with Forms ‘A’ and ‘B' of the Third Schedule to the Banking Regulation Act, l<>49 
We report that:- 

1. We have obtained all information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audit and found them to be satisfactoiy: 

2. The transactioiis which have come to our notice have been, in our opinion, generally within the powers of the Indian Branches 
of the Bank; 

3. In ow opinion, proper books of accounts as required by law have been kept by the Indian Branches of the Bank so far as appears 
from our examinawm of these books; 

4. The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report are 
in agreement with the books of account; 

5. In our opinion, and to the best of our information and according to the explanations given to us, subject to; 

i) The impact of the Report of Special Audit on Forei^ Currency Non-Resident Deposit Scheme 'A' transactioas as refened to 
in Nm No. 2 of Notes to Accounts not being considered in accounts; 

ii) The Accounting of foreign current transactions refened to in Principal Accounting Policy 3 not confotming to the Acoouidiag 
Standard -11 “Ac^ntingfiM'the ^ects of Changes in Foreign Exchange Rate” issued by the Institute of Chartered Accountanis 
of India and ^ discloMires required under the said standard not being given; 

the Balance Sheet and Profit and Loss Account, read together with the notes thereon, give the information lerpiiied by the Companm 
Act 1936, in the manner to required for Banking Conmaniet and give a true and fair view of the state of affam of the Indian 
Branches of the Bank u at 3ltt March, 1997 and of •its profit for the year ended on that date. 

For and on behalf of 
KHIMJI KUNVERJl * GtX 
Ckarttrtd AoomodOMi 
S«- 

Mumbai SHIVJI K. VlKAI«5By 

DMed: 30 June, 1997 _ Ahlnar 
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The Bankof Tokyo-MHsubishi, Ltd. 

(Incorpo^ted in Japan Uabiltty of Mambars UmHad) 

BALANCE SHEET & 

PROFIT & LOSS ACCOUNT 



BALANCE SHEET OF INDIAN BRANCHES 

PROFIT AND LOSS ACCOUNT OF INDIAN BRANCHES 

AS'AT 3IST MARCH 1997 


FOR THE YEAR ENDED 31ST MARCH 1997 

(OOO's omitted) 


(OOO’s omitted) 



As at 

As at 


Year Ended 

Year Ended 



31st March 

31st Match 


31at March 

31st March 




1996 


1997 

1996 

Schedule 

Rs. 

Rs. 

Schedule 

Ra. 

Rs. 

CAPITAL AND 
LIABILITIES 




I. INCOME 

Interest earned 13 

232,08,00 

1.88,88,21 

Capital 

1 

99,78,2« 

86.18.28 

Other Income 14 

17,7137 

33,87,17 

Reserves and Surplus 
Deposits 

2 

3 

48,72,63 

10,38.74,26 

39.22,23 

835,46,78 

TOTAL 

239,7937 

2.22,75,38 




Borrowings 

4 

3,72,74,04 

4,33,56,49 

II. EXPENDITURE 



Other Liabilities and 




Interest expended 15 

132,7437 

1.11.47.66 

Provisions 

5 

1,17,71,15 

97,90,27 

Operating expenses 16 
Provisions and 

223537 

16,42,53 



16,77,7036 




TOTAL 


15,52.34,05 

contingencies 

8139,63 

60,56,44 






ASSETS 




TOTAL 

236,69,47 

1,88,46,63 






Cash and Balances with 




m. PROFIT 



Reserve Bank of India 

6 

903237 

1,72,45.14 

Net profit for the year 

23,10,40 

34,28,75 

Balances with banks and 
money at call and 




Profit brought forward 

143437 

16,93,42 

7 

32,12,13 

55,05,11 

TOTAL 

1 

37,45,07 

51,22,17 

short notice 

Investments 

8 

334,0539 

2,90,93,77 

IV. APPROPRIATIONS 



Advances 

9 

10333930 

9,61.59,85 

Transfer to Statutory 

Reserves 



Fixed Assets 

10 

18,04,76 

4,85,55 


6,87,50 

Other Assets 

II 

89,1531 

67,44,63 

Transfer to Capital A/c 


30,00,00 

TOTAL 


16,77,7036 

15.52,34.05 

Profit remitted to H.O. 
Balance carried over to 



Contingent Liabilities 


43,41,7139 

30,27,71,56 

Balance Sheet 

183537 

14,34.67 

12 

Bills for Collection 


193832 

19,73,11 

TOTAL 

37,45,07 

51,22,17 

Accounting Policies and 




Accounting Policies and 



Notes fonning part of the 




Notes forming part of the 



accounts 

17 



accounts 17 



The Schedules referred to herein form an integral part of the 

The Schedules referred to herein form an integral part of the 

Balance Sheet. 




Profit and Loss Account. 



This is the Balance Sheet referred to in our report of even date. 

This is the Profit and Loss Account referred to in our report 





of even date. 



For KHIMJI KUNVERJI * CO. The Bank of Tokyo - 

MitauUshi, Ltd. The Bank of Tokyo > Mitaobiihi, Ltd. 

Chartered Aocoontanta 



a 



Sd/- 



Sd/- 


Sd/- 


(fflIVJI K. VIKAMSEY) 


(M. TOYA) (H. KOSHINO) 


Partner 


Assistant Goneral Manafer lUgiMial Executive for India 


Place ' Mumbai 
Date : 30(h June, 1997 
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The Bankof Tokyo-Mitsubishi, Ltd. 

— (mcorporated In Japan UabUfty of Membars Umtted) 


SCHEDULES 


SCHEDULES FORMJNd PART QF WE BALANCE SHEET AS AT 31 ST MARCH 1997 


(000’f omitted) 

(000* s omitted) 


As at 

As at 


As at 

As at 


31st March 

31st March 


31st March 

31st March 


1997 

1996 


1997 

1996 


Rs. 

Rs. 


Rs. 

Rs. 

Sdwdnk 1 - Capital 



Schedule 4 - Borrowings 



j) Amount received from 



I. Borrowings in Ittdia 



Head Office 

25,79,31 

25.79,31 

i) Reserve Bank of India 

- 

1,06,30,00 

ii) Profits retained 

70,5304 

56,93,24 

ii) Other Banks 

1,10,00,00 

2,38,00,00 

iii) Amounts received from 



iii) Other institutions 



Head Office for acquisition 



and agencies 

70,00,00 

89,05,00 

of property 

305,73 

3,45,73 


140,00,00 


iv) Amount of invespnent 
deposited with RBI 



II. Borrowings outside India 

1,92,7444 


under section 11(2) 



TOTAL (1 and 11) 

3,72,74,04 

44346.49 

of the Banking 

Regulation Act, 1949 



Secured borrowings included in 


6,30.00 

Current Year Rs. 31,16,50 



1 & 11 above 

— 

Previous Year Rs. 31,16,50 



Sdicdule 5 - Other 



TOTAL 

99,7S0S 

86,18,28 

Liabilities and Provisions 

I. Bills payable 

II. Inter-office 

294948 

18,30,06 




adjustments (Net) 

194542 

5,48,72 

and Surplus 

1. Statutory Reserves 



III. Interest accrued 


M 1 1 ■ 



IV. Others (including provisions) 

54444s 

57,30,66 

Opening Balance 

240706 

18,00.06 

TOTAL 

1,17,71,15 

W'rr -fetm 

Additions during the year 

500,00 

6.8740 

Schedule 6 - Cash aiul Balances 









290746 

24,87,56 

with Reserve Bank of India 


1 

Ii. Balance in Profit 



I. Cash in hand (including 



and Loss Account 

1845.07 

14,34.67 

foreign currency notes) 

II. Balances with 

34044 

2.75.44 






TOTAL (I and II) 

48,72,63 

39,22,23 

Reserve Bank of India 

8",6143 

1,69,69,70 




i) In Current Account 

Schedule 3 - Deposits 

A I. Demand Dqrosits 

i) From Banks 

ii) From Others 

27,50,09 

24348,07 

32,32,00 

1,85.96,03 

TOTAL (I and II) 

Schedule 7 - Balances 

904247 

1,72.45,14 

with Banks and Money 

at Call and Short Notice 


24048,16 

2,18,28,03 

I. In India 




i) Balance with Banks 



n. Savings Bank Deposits 

514348 

51.66,85 

a) In Current Accounts 

b) In Other Deposit 

7746 

55.12 

III. Term Deposits 



Accounts (SIDBI) 

174045 

i 5,7346 

i) From Banks 

341,7644 

79,37,03 

ii) Money at Call and 



ii) From Others 

344,1548 

5,46,14,87 

Short Notice 


2845,71 

a) With Other Institutions 







745,9242 

6,25,51,90 

TOTAL 

184841 

444449 

TOTAL (I, II and 111) 

1048,7446 

8,95,46,78 

II. Ouuide India 






i) In CurretU Accounts 

648 

4,92 

B i) Deposits of branches 



ii) In Other Deposit Accounts 

134744 

iai6,io 

in India 

1048,7446 

8,95.46.78 

TOTAL 

13,7342 

loaijtt 

TOTAL 

1048,7446 

8,95,46,78 

TOTAL (1 and 0) 

324243 

SSjB54t 






.. 



i' 




f 




vm 
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- TbeBankofTokyo-Mitsubishiiltti 

(Incorporated in Japan Liability of Member^ Limited) 

SCHEDULES 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 31ST MARCH 1997 


(OOO’s omiiied) 

(OOO's omitted) 


As at 

As at 


As at 

As at 


31st Maich 

31 St March 


31st March 

31 St March 


1997 

• 1996 


1997 

1996 



Rs. 


Rs. 

Rs. 

Schedule 8 - Investments 



Schedule 10 - Fixed Assets 



1. Gross investments in India 

344,05^49 

2.90.93.77 

I. Premises 



II. Provisions for Depreciation 



At cost as at 31 si March 



on Investments 

- 

- 

of the preceding year 

13530 

1..^5.00 

III. Net Investments in India in 



Additions during the year 

7,40,73 

- 

i) Government securities 

3.27,00.27 

2,62.79.12 

Deductions dunng the year 

- 

- 

ii) Other approved securities 

iii) Shares 

24.80,05 

1,03,64 

25.80,05 

1.03.64 

Depreciation to date 

7931 

3.0: 




iv) Debentures and bonds 

21,53 

30.96 

TOTAL 

73532 

131,98 

v) Others 

1,00,00 

1,00.00 




(In Units of Indus Venture 
Capital Fund) 



11. Other Fixed Assets 
(including furniture and 
fixture) 


H 






TOTAL 

3,54,05,49 

2.90,93.77 

At cost as at 31st March 

*3438 





of the preceding year 




Additions during the year 

6,1439 





Deductions during the year 

1737 

3.14 

Schedule 9 - Advances 



Depreciation to date 

63238 

5,30.71 

A. i) Bills purchased and 



111. Capital work in progress 

1,69,72 

- 

discounted 

ii) Cash credits, overdrafts 

1,87,69,74 

LSI.69.31 

TOTAL 

10,0834 

3.53.57 

and loans repayable on 
demand 

6,98,93,75 

6.77,59.60 

TOTAL (I, II and III) 

18,04,76 

4,85,55 

iii) Term loans 


132.30,94 

Schedule 11 - Other Assets 



TOTAL 

10,9339,80 

9,61,59.85 

I. Interest accrued 

24,0032 

27,34,14 




II. Others 

65,1439 

40,10,49 




TOTAL 

89,1531 

67,44,63 

B. i) Secured by tangible 



Schedule 12 - Contingent 



assets 

7,45,10,03 

8,07,18.70 



ii) Covered by Bank/ 

Liabilities 



Government guarantees 

131.0133 

32,09.19 

I. Liability on account of 
outstanding forward 



iii) Unsecured 

2373734 

1.22,31.96 



TOTAL 

10333930 

9.61.59.85 

exchange contracts 

II. Guarantees given on behalf 

3336,73,11 

18,19,84,92 




of constituents 
a) In India 

33337,78 

1,82.00.45 




b) Outside India 

1343730 

3.12,75,72 

C. I. Advances in India 



III. Acceptances, endorsements 



i) Priority sectors 

923233 

1.86,05,98 

and jglher obligations 

4323230 

5,91,27,06 

ii) Public sector 



IV. Other items for which the 



iii) Banks 


- 

Bank is contingently liable 



iv) Others 

10313737 

7.753337 

(Bills Rediscounted) 

243030 

1.21,8331 

TOTAL 

10333930 

931393s 

TOTAL 

4331.7139 

3037,7136 
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The Bankof Tokyo-Mitsubishi, Ltd. 

(Incorporated In Japan UabRtty of Membara Umited) 


SCHEDULES 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED 31ST MARCH 1997 


(000* s omitted) 

(OOO's omitted) 


Year Ended 

Vear Ended 



Year Ended 

Year Ended 


31st March 

3 1st March 



31st March 

31st March 


1997 

1996 



1997 

19% 


Rs. 

Rs. 



Rs. 

Rs. 

Schedule 13 - Interest Earned 



Schedule 16 - Operaling 
Expenses 



I. Interesi/discount on 
advances/bills 

II. Income on investments 

1J7.87J0 

3S,55J9 

1..36.04.38 

30.19.66 

I. 

Payments to and provisions 
for employees 

1939,73 

7,45,48 

III. Interest on balances with 



II. 

Rent, taxes and lighting 

339,19 

336,50 

Reserve Bank of India and 





other Inter-bank funds 

4JIS,04 

5.40.68 

III. 

Printing and Stationery 

1,1238 

61.09 

IV. Others 

4,29,77 

17,23.49 





TOTAL 

2,32,08,00 

1.88.88.21 

IV. 

Advertisement and' 




— 



Publicity 

838 

6.42 

Schedule 14'- Other Income 



V. 

Depreciation on bank's 



1. Commission, exchange and 




properly 

2,02,95 

69,68 

brokerage 

17J6.63 

16,59,19 

VI. 

Local Advisory Board 



II. Profil/Lossf-) on sale of 
investments 

-16 

3,85 


member's fees, allowances 
and expenses 

23 

19 

III. Profil/Lossf-) on sale of land. 







buildings and other assets 

-72 

-97 

VII. 

Auditors' fees and 



IV. Profit on exchange 
transactions (Net) 

29,63 

17,23,51 


expenses (iiKluding 
branch auditors) 

336 

332 

V. Miscellaneous inebme 

6.49 

139 

VIII. Law Charges 

1838 

530 

TOTAL 

17,7137 

33,87,17 

IX. 

Postage, Telegratiu, 






1,7836 

1.11.99 


Telephones, etc. 

Schedule 15 - Inlcrcat Eapended 







I. Interest on deposiu 

933431 

56,11,64 

X 

Repairs and mainterumce 

9435 

8036 

II. Interest on Reserve Bank 



XI. 

InsuratKe 

39,74 

45.79 

of liidia/Inler>baiik 





borrowings 

iMfM 

25.83,98 

XII. 

Other expenditure 

23732 

1,76,71 

IIL Others 

193339 

2932,04 





TOTAL 

132.7437 

l.l 13736 


TOTAL 

223837 

16.4233 
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- TheBankofTokyo-MitsubishiyLtd. 

(Incorporated In Japan UaMity of Mambart Umllad) 

SCHEDULES 


SdMdale 17 - Aocoandiig Policka and notes fomdnc part of the accounts for the year ended 31st March 1997. 

1. Principal Accoantlag Policies 

(1) General 

The accompanying financial itetemenU have been prepared on the hiitorical coat basia and in accordance with the generally 
accepted accounting principles and the atatutory proviaiona and practices prevailing in the country. 

(2) RcTCMac Recognitioa 

Income and Expenditure is accounted on accrual basis. 

(3) Transactiana Involving Foreign Exchange 

(a) Monetary assets and liabilities except deposits under “FCNRA” scheme (Foreign Currency Nkn-Resident Account 
scheme), and Non-monetary assets except Forward Contracts are translated at the exchange rates pWailing at the close 
of the year. Deposiu under FCNRA scheme are uanslated at the notional rates prescribed by RBI 

(b) Income and expenditure items are translated at the exchange rates ruling on the date of the transaction. 

(c) Profit and Lost on outstanding forward contracts, as well as on all monetary assets and liabilities except deposits under 
FCNRA scheme have been accounted for at the rates prescribed by FEDAl. 

(d) Contingent Liabilities are disclosed as under: 

(i) Outstanding Forward Exchange Contracts at the contracted rates. 

(ii) Guarantees and Letters of Credit at the exchange rate prevailing at the close of the year. 

(4) luTcatuieiits 

Investments have been classifted into Permanent and Current categories as per RBI guidelines. Permanent Investments include 
securities intended to be held on long term basis. Investments are valu^ as per the guidelines laid by the RBI as under: 

(i) Permanent Investments are valued at Cost. 

(ii) Current Investments have been valued at cost or market value whichever is lower, scrip wise under each category and 
the depreciation/appreciation in each category is aggregated. Net depreciation if any is provided for and pet appreciation 
if any is ignored. For the purpose of considering the market value. Stock Exchange quotations wherever available have 
been taken and where the investments are not quoted on the Stock Exchange the same have been valued as per the 
norms laid down by the RBI as under: 

(a) PSD Bonds Valued at yield to maturity (YTM) basis. 

(b) Treasury Bills Valued at carrying cost. 

(5) Advances 

(a) Provisions for Non- Performing advances is made on an appraisal by the Management which takes the RBI guidelines 
into consideration. 

(b) Interest on Non-Performing advances is recognised in the Profit and Lost A/c on receipt basis. 

(c) Advances are stated net of Bills of Exchange re-discounted and provisions in respect of Non-Performing Advances. 

(6) Ffawd Aaaete & DcpreciaUon 

(a) demises and other fixed assets have been accounted for at their historical cost. 

(b) Depreciation hat been provided for on the diminishing balance method at the rates specified in the Income Tax Act, 
1961. 

(c) Dqtreciation on assets acquired upto 30th September it provided for the full year and assets acquired subsequent to 
30ifa September are provid^ at 30% of the prescribed rates. No depreciation is provided on assets sold during the year. 

(7) Staff BcaafMs 

Gratuity and Pension benefits are accounted on accrual basis and funded to a Group Gratuity Scheme with Life Insurance 
Corporation of India in respect of Gratuity for employees other than expatriate Officers and Employees Group Superaimuatioa 
Scheme for providing Pension benefiu to its employees other than expatriate Offic^ exce^ in case of one branch where 
a separate fUnd has been created for Gratuity/Pention Scheme. The amoum of bonus payable for the year is paid before 
the end of the year. 

(8) Net PraOt 

The Net profit disclosed in the profit and lou acodunt is after considering 

(i) novisioa for Income Tax, Wealth Tax and intefcat Tax in accordance with the statutory requhements. 

(ii) Provision for doubtful advances. * 

(iii) novision far depreciation in the value of cuneat investments which are valued at lower of cost or inaiket value, 
a Notes rm Artsnads 

(1) (a) twv'—AMyiMt.iU«|iMt<vl !■ «wt ^ pwwMit fur■ftorrmwt.WtHgiinUrfstlnMiwthyCnMitMlii—r 

(Appeals) and Income Tax Appellate Tribunal and rriiefs on account of Other snort apparent ftom record and alao takiag 
intoaccountrelief allowed in paatafdertorHighCoun,uwotkedoat by Inoonw Tax Contuhantlte. 10,34 thousands. 
(h) Short provision of Income Tax of prior years hiicspect of assesrment years, whew assrssmnnts aw pending, on account 
of certain efahns made by the Bank on the basis it ttarilar claims nuule la the past, which have been rijected by Mw 
Income Tax Appellate Trfaunal against which referanoe applicatio n hm been filed far rafatring dte matter to dw High 
Court as worked out by the lacosne Tax Consultaal Rs. 3,2643 thou s and s . '_ 
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TheBankofTokyo-MHsubishiiLtd. — 

(mcorporalecl In Jvan Liability of Mambara Umitad) 

SCHEDULES 


(c) Short proviihm of Income Tax of Ra. 11,9148 Ihouiandt for the cutiem year on account of certain clamw considered 
by the Bank on the basis of similar claims made in past which have been rejected by Income Tax Appellate Tribunal 
a^nst which reference application hu been filed for leferrinf the matter to High Court. 

(2) Head Office administrative expenses have not been charged in the accounts and provision for taxes has been computed 
svitbout deduction of such expenses. 

(3) The break-up Investments (Schedule 8) is given herein helow: 

(I) Pernument Investments Rs. 1,7240,29 Thousands 

(ii) Current Investments Rs. 1,8145,20 Thousands 

Rs. 344,05,49 Thousands 

(4) The Capital to Risk Asset Ratio of the bank has been arrived at 8.96% for the year ended 31st March 1997. The ratio 
has been arrived at on the basis of the guidelines/directives issued by the RBI. 

(5) The percentage of net NPAs to net Advances as at the year end is 17.36%. 

(6) Provisions and Contingencies include. Net provisiotts made towards NPA - Rs. 32,4247 thousands. Depreciation on 
Investments - Nil, ftovisions towards Income Tax - Rs. 48,97,06 thousands (including Rs. 3,82,60 thousuds for prior 
years, Rs. 38,45,36 thousands for current year and Rs. 6,69,10 thousands for Interest Tax). 

(7) As required by the Accounting Standard - 6 on Depreciation Accounting and Accounting Standard - 10 on Accounting 
of Fixed Assets, issued by the Institute of Chartered Accountants of India, the details are as under: 


Particulars 


Gross Block 


Depreciation 


Net Block 

At at 

31/V96 

Additions Deductions 

As at 
31/3/97 

Upto 

3ifV96 

For the. 
year 


Ai at 

31/3/97 

IKI 

Buildings 

1,35,00 

7,40,73 


8,75,73 

3,02 

76,79 

79,81 

7,95,92 

1.31,98 

Rirnitiire & Fix 

8,84,28 

6,14,69 

17,47 

14,8140 

5,30,71 

1,11,67 

6,42,38 

8,39.12 

34347 

Total 

10,19,28 

1345,42 

17,47 

2347.23 

5,33,73 

1,88,46 

7,22,19 

1645.04 

4.8545 

Previous Year 

9.2849 

93,83 

3.14 

10,19,28 

4,65,37 

68,36 

5,33,73 

4.8545 

4,63.22 


(8) (a) Provision in respect of advances is based on Management’s estimate of potential exposure derived from consistent 

evaluation and t^ing into account the minimum provisioning requirements. However, in the opiniop of the Andhors, 
an additional provision, including provision on those accounu affected by event after the Balance Shed dale, of 
Rs. 46.93,79 thousands is required. 

(b) Unrealised interest of Rs. 45,67 thousands on Assets classified as Standard Assd which in the opinion of the Auditors 
is a Sub-Standard Asset is not reversed from the Profit and Loss A/c. 

(9) (a) During the year due to the ame n dme n t to Section 145 of the Income Tax Act, 1961 the Bank has changed the system 

of accounting of certain administrative expenses from cash to accrual basis. The impact of the saiiK though not quantified 
is not material and profit for the year is lower to that extent 
(b) Certain expenses amounting to Rs. 25,93 thousands have not been provided for and CommUsioa income of Rs. 8,70 
thousands has been considered u a liability. Adjustments of these items would have a consequential effect on the Profit 
for the year. 

(10) Out of the large number of transactions in the Nostro Accounts, there are some pending entries in the reconciliation srhich 
are being looked into actively. The impact on the accounts, if any, of the aforesaid pending entries is not likely to be material. 

(11) (a) Ptofll/Lou on revaluation of Foreign Exchange Ass^ and Liabilities is worked out from separate/subsidiary records 

which are pending reconciliation. 

(b) The Inler-Office Adjustment balance contains credit balance of Rs. 1,28,71 thousandsof “Exchange Account” pertainiag 
to Foreign Exchange transactions which needs further infonnaiion/explanation. _ 

(12) The accounting of Foreign Exchange transactions referred to in Principal Accounting Policy 1(3) it as per FEDAl gnideliaes 
which do not conform to Accounting Standard 11 “Accounting for the Effect of Changes in Foreign Exchange Ralea” issued 
by the Institute of C3iartated Accountants of India and the disclosure tequiremenis under the said Standard. 

(13) nevious year’s figures have been regroupedflrearranged wherever necessary. 

or KEffHlI KUNVBBJI * CO. Hn Bank of Tokyo - MltsabUM, Ltd. The Bank of Tokyo - MWiaWtM, Lid. 
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The Bankof Myo-MitsubishiyLtd. 

(Incorporatvd In Japan Uabmy of M«nib«m UmKo(9 


AUDITORS’ REPORT 


Aaditon* Report on the Indian Brancbea of The Bank of Tokyo-Mitanbiabi, Ltd. 

Under Section 30 of the Banking Regulation Act, 1949 

We have audited the atuched Balance Sheet of the Indian Branches of The Bank of Tokyo-Mitaubiahi, Ltd. as 
at 31st March 1997 and also the annexed Profit and Loss Account of the Indian Branches of the Bank for the year 
ended on that date, in which are incorporated the returns from Calcutu, Chennai and New Delhi Branches, audited 
by other Auditors. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1936, 
the Balance Sheet and the Profit and Loss Account, are not required to be and are not drawn up in accordance 
with Schedule VI to the Companies Act, 1936. The accounts are therefore, drawn up in conformity with Forms 
*A* and ‘B’ of the Third Schedule to the Banking Regulation Act, 1949. 

We report that: 

a. We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory apart from Note No. 11(b) of 
Schedule 17. 

b. The transactions which have come to our notice have been in our opinion, within the powers of the Indian 
Branches of the Bank. 

c. In our opinion, proper books of account as required by law have been kept by the Indian Branches of the 
Bank so far as appears from our examination of those books. 

d. The report on the accounts of Calcutta, Chennai and New Delhi Branches of the Bank, audited by the respective 
Branch Auditors, were received and properly dealt with by us, while preparing our report. 

e. The Balance Sheet and ProHt and Loss Account of the Indian Branches of the Bank dealt with by this report 
are in agreement with the books of account and the returns. 

f. In our opinion and to the best of our information and according to the explanations given to us, the BalMce 
Sheet and Profit and Loss Account, subject to Note No.l regarding non provision of tax liabilities. Note No.8 
regarding short provision on advances and non reversal of unrealised interest. Note No.9(b) regarding non 
accounting/booking of expenses and income. Note No.l 1(a) A (b) regarding revaluation of foreign assets and 
liabilities and "Exchange Account", Note No. 12 regarding Accounting Standard 11 and read together with the 
notes in Schedule 17, give the information required by the Companies Act, 1936, in the manner so required 
for Banking Companies and give a true and fair view of the slate of affairs of the Indian Branches of the Bank 
u at 3Ist March 1997 and of its profit for the year ended on that date. 


For and on behalf of 
KHIMIl KUNVERJI ft CO. 
Chartered Accoontants 


Sd/- 

smvjl K. VnCAMSEY 

Pamur 


Place: Mumbai 
Date : 30th June 1997 
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Capital Liberalisation in Mexico and India 

A comparison of economic refonns adopted by Mexico and India 
shows that while the reforms have been similar on several counts in die 
two counuies, India has avoided a peso-type of crash by following a 
policy of giwlual liberalisation of capital flows and a prudent exchange 
rale policy and getting the sequencing of reforms right. 1883 

^Unbundling’ the Power Sector 

The Andhra government’s move to break up the State Electricity Board 
and privatise power generation, transmission and distribution will 
sharply raise the cost of power and be a major setback to the 
development of the state. 1782 


Fostering Social Unrest 

The restnicUiring of the world 
economy under the guidance of (he 
Washington-based international 
financial institutions simultaneously 
in over 1(X) countries is conducive 
to the ‘globalisation of poverty’ 
and a worldwide compression of 
wages. In Yugoslavia, Somalia 
and Rwanda these so-called refonns 
have played a crucial role in 
fostering the collapse of state 
institutions and creating a 
situation of social and political 
unrest. _ 1786 

Education in Nationalist 
Thought 

An exploration of the contemporary 
relevance of the class and 
ideological elements in nationalist 
thinking on education is a difficult 
and perhaps even a problematic 
enterprise. For relevance is not 
indepoident of both context and 
goals and both vary not only over 
time but with different elements in 
society even at the same time. 
Neveitheless it is a necessary 
exercise. _ _^ 

Politics of Information 

While people’s right to 
information from the state in 
several areas of public life is 
accepted in principle, few 
states have made any effort to 
operationalise the principle. 17M 

Suppressing Tribals 

In Salem district in Tamil Nadu 
forest guards and the police are 
colluding to brutally suppress 
the rights of tribals. 1719 


Finding New Footholds 

Structural changes in the capitalist 
economy as a consequence of 
globalisation are leading to a 
restructuring of corporate 
laboratories in (he US. There is an 
erosion of inchistrial scientists' 
position in terms of status, prestige 
and autonomy and an Ntempt on 
the part of scientists to maintain 
‘career capital’ vis-a-vis 
non-tcchnical worters. _ 1W5 

Aid for Destruction 

Development aid to Bangladesh 
has, both directly and indirectly, 
not only added to the conthaiing 
milittfisation of the Chittagong 
Hill Tracts and rights violatioa 
but also to a systematic de:itnictian 
of the mode of piuduction, way 
of life and culture of the 
Jumma people. _ Mil 

Victims of Devdopment 

The continuing struggle of dtsplaoed 
tribals against the Swdar Saiovar 
Project has to be seen in the 
context of the long histaty of their 
displacement and marginalisatian 
to make way for ‘de v etepmenf 
projects. 1798 

Chinn 1989 Revisitod 

While certain aspects of the 
cuhural revolution (CR) have got 
recognition in tite political diacome 
sanctioned by the Chineie 
Communist ftsty in 1996, CR is 
not re garded as an organic dearntt 
of Maoism by the pw mm leadeiaUp. 
And it was the leg^ of the CR 
which had rei urfa oed in te 
1989 Hpaufges. mi 



TELECOMMUNICATIONS 

Old Habits 

WITH the opening up of economic activities 
such as telecommunications and power 
generation, hitherto entirely or substantially 
the preserve of the public sector or 
government departntcntseven, it has become 
necessary to set up new agencies to decide 
on matters such as pricing (and hopefully 
quality) of the services and to arbitrate in 
the event of disputes. To be effective these 
agencies have to be independent of the 
government and be seen to be so. But old 
habits die hard and the government has not 
been able to resist the urge to pack the ones 
to be established so far with retired officials 
and the like. Even so the erstwhile 
government monopolies are already finding 
theexistence of theK bodies irksome, unused 
as they are to their decisions and actions 
being questioned and judged. An early target 
of such wrath, though in very different 
circumstances, was the Atomic Energy 
Regulatory Board. The department of atomic 
energy had evidently viewed the creation of 
the ^lard as essentially a benign public 
relations operation and so was quite put out 
to find the Board taking its charter rather 
more seriously. 

TheTdecom Regulatory Authority of India 
(TRAD, a product of the privatisation of 
telecom services, has already found itself, 
in the short period it has been in existence, 
at odds with the all-powerful department of 
telecommunications (DoT) on more than 
one issue. But one case in particular is 
noteworthy for the light it throws on the 
attitudes of government bodies and 
departments, especially towards matters of 
a commercial or business nature. In its first 
major decision, theTRAI granted an interim 
stay on encashment by the DoT of bank 
guarantees furnished by cellular phone 
service licensees Who have not paid the 
second year’s licence fee to DoT. According 
to press reports, the licensees' case, which 
theTRAI apparently found tobe not without 
some basis prima facie, was that the ‘effecti ve 
date’ for the payment of the licence fee 
should be extetKied since the DoT had delayed 
clearances forfrequency allocation. The DoT 
would have none of this aixJ has taken the 
position that the licence fee was the payment 
for the right to enter an area which was a 
state function by statute and bad to be paid 
to the DoTeven if the licensee faced problems 
in starting the service and the DoT was itself 
responsible for these problems, which had 
to be dealt with sepa^ly. Typically, the 
DoT cannot accept that the licence is 
commercially svorthless unless the service 
can be commenced. Also, the DoT sees 
nothing amiss with separating its role as the 
licensing authority from its responsibility 
for taking concomitant action to render the 


licence effective and make possible fhe 
commencement of the service. 

Later reports say that todeal with the many 
complaints brought before the TRAI by 
newly-licensed private operators, the Do'T 
has decided to strengthen its legal division. 
Whether or not this quite called for a visit 
to the UK by a high-level delegation to study 
the legal system of telecom companies and 
the regulatory authority there, it is definitely 
a step forwaid, and a f^eather in the TRAl’s 
cap, that the DoT is beginning to realise that 
to get its way it has to depend on the soundness 
of its case and not, as in the past, on just 
bureaucratic muscle power. 

MAHARASHTRA 

Dalits’ Despair 

WHATEVER be the genesis of the riots 
which began in Mumbai last week and spread 
to other parts of Maharashtra, there is little 
evidence available to absolve the aggressive, 
hasty and unjustified action of the police in 
opening fire on a protesting mob in a Mumbai 
suburb on Friday last week. That so many 
of those who died, as has been established 
by the inquiry by civil rights groups, were 
bystanders and in some cases people who 
were going about their daily chores, makes 
the action completely indefensible. And the 
suicide of Vilas Ghogre, the dalit poet and 
singer, a despairing response to the deaths 
only underlines the tragedy. The increasing 
use of the police force for all sorts of stale- 
directed activities - from slum clearance to 
breaking up peaceful rallies - has inevitably 
produced a force where means are 
increasingly subordinated to the achieving 
of the ends, as defined by the ruling order. 
In the circumstances, the Maharashtra chief 
minister’s proud claim, prior to the riots, that 
even the central home minister had 
commended the state on its law and order 
record has, in retrospect, to be viewed 
ominously. 

It is at this stage immaterial just how the 
riots began - whether the garland of chappals 
on Ambedkar’s statue, a recurring 
provocation in the state, was a deliberate act 
of those who wanted to ruin the state’s 
‘record’ and embarrass the government 
during the monsoon session of the state 
assembly - the outpouring of anger of the 
dalits was genuine enough. And obviously 
the incident simply sparked their smouldqring 
frustrations, especially of the youlh.lt is not 
just that the ruling alliance has systennatically 
shown its disregard for the aspirations of the 
dalits or, for that matter, even for the vote 
bank that they represent. As the National 
Commission forSchedu led Castes and Tribes 
has pointed out, it has withdrawn many of 
the cases of atrocities filed (hiring the agitation 
over the renaming ofMatathwada University. 
Of the 9,300 atrocity cases now pending in 


the state, 3,600 wen yet to be investigated. 
Little effort has gone into the schemes and 
development prog ramm es targeting thedalits. 

In contrast dalit populations, youth 
particularly, can hardly ignore the visible 
gains being made by the dalit leadership in 
a state like Uttar Pradesh. Whatever the 
long-term outcome of Mayawati’s 
Ambedkarisation programme, it has revived 
an identity, a politically potent identity for ^ 
the dalits. i 

The lack of a coherent and cohesive ^ 
movement in Maharashtra and the unending 
internalsrpiabblesamongitsleadershipbave , 
only added to the dalits’ frustrations. , 
Moreover, while the welfare gains due to 
reservations in educational and other insti¬ 
tutions, such as th^y are, that have accrued 
to these sections, especially in the urban 
areas, is sufficient to createmew aspirations, 
thoe appear to be few avenues of realising^« 
those aspirations. An emerging new identity,^ 
nebulous as it is, finds no articulation in 
either the politics of the major nadmal parties 
nor in the fragmented Republican Party of 
India. Ironically, the dalits, it would appear, 
ceased to be a significant vote-bank in 
Maharashtra because of the increasing 
amorphousness of the community and th 
consequent difficulty of assessing its voting i 
behaviour. Thus while the dalits clearly did 
not support the BJP-Shiv Sena combination, 
in the last few elections, including in local 
level polls, their votes added little weight 
to the fortunes of other parties, and this has 
been especially telling in the case of the 
Congress. Their only way of articulating and 
underlining their presence in political terms 
occurs in the aftermath of events such as the 
one in Mumbai last week. 

It is not surprising therefore that the riots I 
should have spontaneously spread to other] 
parts of the state and that there should have 
been so much anger. It is a measure of the 
increasing arrogance of the BJP-Setia alliance 
government, manifest in so nnany of its actions 
towards the deprived sections, Aat it appears 
to have been quite confounded by the events 
of last week. Clearly, the killing of a dozen 
people in a police firing cannot be lived/ 
down easily, whatever may be the cxiti 
of the judicial inquiry which has been 
instituted. The alliance partners have also to 
face the fact that efforts at weaning the dalit 
vote-bank will come to a standstill for some 
time now and the flirtations with the BJP 
among a section of the RPI will necessarily 
have to be aborted. As for the Congress, its 
pronouncements and protestations over the j 
last 10 days are unlikely to convince th 
dalits of its sincerity towards fulfilling their 
aspirations and demands as a political party 
of choice. The party is hardly in any position 
in Maharashtra to attempt innovative 
measures to regain its once strong dalit. 
support. AH of this leaves a generation of 1 
discontemed dalit youth who are unsMc te [ 
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Inl^rate with th« maiiutream of dominant 
wdal groups even at the polidec of positive 
discrimination are increasingiy shown to be 
grossly insufficient to address ihdr growing 
social and economic needs. In the 
ciicumttances,arestnicturingofdallt politics 
is vety much on the cards in Maharashtra, 
a restructuring which may well shake up the 
existing dalit leadership andeven marginalise 
them entirely. 

WEST BENGAL 

Ibrnished Image 

A correspondent writes: 

EVEN though the Left has been the most 
vodferous in demanding action against the 
Bihar chief minister Laioo Prasad Yadav on 
comiption charges, theCPI(M)itsdf is fadng 
similar allegations in West Bengal, where 
it is leading the Left Front government. The 
Congress aitd other opposition parties have 
accused the government of opening personal 
ledger (PL) accounts in violation of ufTidal 
norms, di verting central funds towards these 
accounts, and irregularly operating them in 
I a partisan manner to help CPI(M) leaders 
arid cadres. 

Although the comptroller and auditor- 
general’s report has confirmed the opening 
of PLaccounu, it is yet to be proven whether 
they were operated in a manner that would 
attract charges of corruption. The 
irrepressible Congress leader Mamata 
Baneijee, always on the look out for an 
excuse to provoke violence against the Left 
Front government in West Bengal, has 
pounced upon the revelations about the PL 
accounts and filed a public interest litigation 
with the Calcutta High Court against the 
state government. The matter has been 
referred to a division bench. The state 
(Egress Party called a ‘bandh’ on July 4 
(which was generally successful and pas^ 
off peacefully) detnonding a CBI inquiry 
into the case and the resignation of the state 
finance minister, who is a (TPIfM) leader 
said to be close to chief minister lyoti Ba.su. 

While the (TPKM) leaders have publicly 
denounced the canipaign by the opposition 
over the PL accounts issue, and denied any 
irregularity, suspicions lingerie public mind 
in view of the numerous instances of 
violations of legal procedures and corruption 
indulged in by several (TPKM) leaders at 
differeiH levels in West Bengal. It is being 
alleged for instance that no audit had taken 
placein panchayat samities and zillaparishads 
during tlmpast lOandfiveyears,respectively, 
giving rise to fears of defalcation of funds. 
The luxurious living style of some among 
the panchayat leaders without any ostensible 
source of income has drawn flak from 
villagers in many CPI(M) constituencies. 
Alarmed by the mourning criticism, the 


Cn(M) high command issued instructions 
to the pmty’s district committees some time 
ago to furnish statements of assets and source 
of income of all patty members. This was 
a part of the patty’s ‘purging process’ meant 
to implement the CPI(M)central committee’s 
decision to systematically weed out 
corruption, nepotism and anti-party practices 

- a trend which has sullied the reputation 
of the Left Front government in West Bengal. 
But till today very few district committees 
have cared to respond to the (mrty directive, 
which suggests that the tradition of discipline 
within the CPI(M) organisation is fast 
crumbling and that the party high command 
in the state secretariat is increasingly losing 
its hold over the leaders and members at the 
disuict level. 

Since corruption has become a major issue 
in national politics, what with the Bofors 
case, the Bihar fodder scam and numerous 
other scandals, the CPI(M) in West Bengal 
also cannot escape public criticism and 
demand for accoumability if it continues to 
protect its corrupt members. The clean image 
which the party possessed when it took over 
the reins of power in West Bengal 20 years 
ago has been tarnished during its tenure by 
disclosures of rampant corruption and 
criminal misdeeds not only by a large number 
of district leaders artd their proteges, but also 
by some in the stale leadership, against whom 
the high command had to t^ some action 

- although of a cosmetic nature, like issuing 
show cause notices or suspension for a brief 
period. The much publicised ‘purging 
process’ sounds Stalinist in name only. As 
with the Congress and every other Indian 
political party which has grown flabby over 
the years, the CPI(M) also can hardly afford 
to purge itself of corrupt and criminal 
functionaries, since it is these people who 
have emerged as the backbone of the party 
organisation and who can ensure the party 
repeated victories in the elections arid its 
sustenance in power in West Bengal. 

ENRON PROJECT 

Suppressing Protest 

THE Dabhol Power Project in the Guhagar 
taluka of Ramagiri district in Maharashtra 
has been in the news for long, for the volte- 
face of the Shiv Sena-BJP government and 
the public imeresi litigation and special leave 
petitions filed in the courts against the project 
by its critics on legal, technical and envi¬ 
ronmental grounds. But the struggle waged 
by the villagers physically and materially 
affected by the project has not received widCT 
public attention. Against this background, 
the recent report of Amnesty Imernational 
censuring the state government as well as 
the Dabhol Power Company (DPC) for 
auempting to suppress the pete’s right to 
peacefully protest against die proiect is note¬ 


worthy. It sheds valuable light on the collu¬ 
sion between the power company and the 
state machinery in dealing with the agitation. 

A massi ve denwnstratioo m the gate of the 
DPC in January this year became a turning 
point in the course of the agitatiort Though 
the struggle has laid emphasis on 
constitutional and non-violem methods, the 
police has rqieatedly dubbed it as ‘virriem’. 
The Guhagar police force was beefed up by 
the induction of women police constables 
and, at the special request of the DPC, a 
battalion of the State Reserve Police (SRP) 
has been stationed within the preci n cts of 
the company. There have been numerous 
instances of excessive use of force by the 
police. In the demonstrations at the project 
site on January 30 and May 15 and the 
Konkan Sanghmh Yatra at Mangaon on 
May 29, the police roughed up women 
protesters, dragging them by their hair into 
waiting police vans. The worst instance was 
the Veldur incident of June 3 in which, in 
retaliation over a skirmish between the 
villagers and the company workers and the 
SRP the previous day, the Guhagar police 
aloitg with the SRP unleashed terror in the 
village at dawn, targeting women in 
particular. Many who were not involved in 
the previous day's incidem were arrested. 
Twenty-five women were crammed inalock- 
up of ISO square feet, without adequale 
ventilation and toilet facilities. The victims’ 
complaints filed before the magistrate’s court 
have yielded no results. 

Besides this harassment and ill-treaunenl 
of aca visu in police lock-ups, the police hat 
resorted to other waysof coercion to dissuade 
the villagers from participating in the agita¬ 
tion. Undated notices have been sent to a 
large number of persons under section 149 
of the criminal procedure code falsely 
charging them withtaking pan mtheagitation 
and asking them to report to the police statkm, 
failing which they would be arrested. The 
police has also implicated villagers in Mse 
cases of damaging the DPC's property, 
forcing them to shuttle between their village 
and Guhagar-Chiplun to prove their 
innocence. Needlesstosay.thepolicewfaich 
has been prompt in putting the agitaion 
behi nd bars has taken no actionon oompiaints 
filed by the agitationists. Instead, with the 
agitation gathering momentum, the police 
has arbitrarily clamped prohibitory laws and 
asked for long periodsof detention injudicial 
custody. The Amnesty report uys it was 
‘yioi awareofinjury to any law enforcement 
official nor of any merheal treatment received 
by such official, in contrast to the pattern 
of injuries received by the protesters” and 
speaks of dispropottionate use of force 
by the police. ‘The report links the inditn 
government’s pursuit of foreign investmeat 
for development projects to the increasing 
suppression of the riglHs of the ponpla dis¬ 
play and matginalised by thaw project s . 


Bcmoniic and Political Weekly July 19, 1997 


1777 



CURRENT STATISTICS 


EPW RcNwch Fonadatfcni 


Allnl^cro<copon1k^tldka^onpo^mlo»low^lBvd‘«qflaft^^^nl^^lldB«^^^l»cthrfay L^ o lll l m l M tobe^lll|ttah.««pot»^llyc^ttwde^«rfl^w»ia^ «N l ^ l M lel^ ^ 

iaicslieniii. Abundnce of liqiiiil'yloiiK buiUagiynniiu wdluitae lubduediiAiioa reflect dwlow-levd ‘(K|iiaAclm'.A(eiau such Hrioaiodile, the iteiaigriciilnn 
eiiipul bu ptoved to be u iownideni eoune of ovenB economic levivil. 


Macroeconomic Indicators 


Index Nanben of Wbolcsak 
Prlccf (1981-82 <c 1(X)) 


All Commodities 
Priroaiy Articles 
Food Articlet 
Non-Food Articles 
Fuel, Power, Ujht and Lubricants 
Manufacture mducts 
Food Products 
Food Index (computed) 

All Commodities (Avenge Basis) 
(April 5-Jone 28, 1997) 


Coat of Living Indleea 


Weightt June 28, 


Variation (Per Cent): Point-to-Poim 



1997 


Over 12 Months 

Fiscal Year So Far 




Latest Previous 



100.0 

324.5 

0.3 

5.9 4.2 

1.4 

2.3 

32.3 

334.6 

0.7 

4.1 6.0 

1.5 

4.4 

17.4 

382.7 

0.9 

5.0 8.7 

1.3 

5.8 

10.1 

336.2 

0.3 

3.1 2.0 

2.3 

2.7 

10.7 

349.2 

« 

18.3 3.9 

1.2 

0.1 

57.0 

314.2 

0.2 

4.7 3.2 

1.4 

1.6 

10.1 

319.3 

0.3 

11.4 3.3 

3.4 

5.9 

27.5 

359.4 

0.7 

7.0 7.0 

1.9 

5.8 

100.0 

323.1 

_ 

6.6 6.4 

6.1 

4.7 


Latest _ Variation (Per Cent): Point-to-Point _ 

Month Over Over 12 Months Fiscal Year So Par 1996-97 1995-96 1994-95 1993-94 
Month Latest Previous 1997-98 1996-97 


^ Industrial Worken (1982=100) 

352.0* 

-0.6 

Urban Non-Mrei Emp (1984-85=100) (For 96-97)283.0* 

0.7 

Agri Lab (1986-87=100) (Link factor 5.89) 

261.0* 

-0.4 1 



Money and Banking (Rs crore) June 20,. 

1997 


Money Supply (hL) 729S72 

Currency with niblic 144399 

Deposits with Banks 579824 

Net Bank Credit to Govt 306443 

Bank Credit to Comml Sector 375245 

Net Foreign Exchange Assets 111304 

Reserve Money (June 27) 203432 

Net RBI CiedU to CeMie (June 27) 120271 

RBI Credit to BksfComm Sect (June 27) 12655 
Scheduled Commercial Banks Uune 27) 
DeposiU 522295 

Advances 276724 

Non-Food Advances 266551 

bvestments 212I5I 


Index Niunbers of Industrial March 

ProdBctlon(l980-81=100) Weighu 1997 


Over Month Over Year 


9592(1.3)104818(16.8) 
694(0.5) 17265(13.6) 
7011(1.2) 88920(18.1) 
3249(1.1) 31482(11.4) 
-470(-0.1) 35648(10.5) 
7594(7.3) 27231(32.4) 
-805(-0.4) 9043(4.7) 

-2193(-I.8)-IS439(-1I.4) 
75(0.6)-2930(-18.8) 


29390(4.2) 20747(3.4) 96176(15.9) 72581(13.7) 

11966(9.0) 8877(7.5) 14175(12.0) 17577(17.5) 

15313(2.7) 8499(1.8) 82106(17.0) 55043(12.9) 

17626(6.1) 17182(6.7) 31039(12.0) 35359(15.9) 

-109(iieg) -5051(-l.5) 30705(8.9) 51926(17.7) 
8390(8.2) 1932(2.4) 24510(31.3) -628('0.8) 

3387(1.7) -69(neg) 5588(2.9) 25176(14.9) 

-431(-0.4) 16942(14.3) 1935(1.6) 19855(20.1) 

-597(-4.S)-13225(-45.9)-15557(-54.0) 8747(43.6) 


97019(22.3) 
18380(22J) 
77781(22.2) 
18501(9.1) 
54949(23.1) 
24420(44.7) 
30610(22.1) 
2130(2.2) 
8067(67.2) 


6397(1.2) 77485(17.4) 16696(3.3) 10991(2.5) 71779(16.5)46961(12.1) 71726(22.8) 

-74I(-0.3) 26611(10.6)-l678(-0.6) -3902(-1.5) 24387(9.6)42455(20.1) 47144(28.7) 
-915(-0.3) 24103(11.8) -4253(-1.6) -5776(-2.4) 26580(10.9) 44938(22.5) 45776(29.8) 
6481(3.2) 43112(25.5) 21638(11.4) 4257(2.6) 25731(15.6) 15529(10.4) 16731(12.6) 


1996-97 


_ Fiscal Year Averages _ 

1994-95 1993-94 1992-93 1991-92 1990-91 1989-90 


General Index 
Miniiu and Quarrying 
Manufacturing 
Electricity 


Capital Market 


100.00 342.7 302.2(6.7) 283.2(11.6) 253.7(9.4) 232.0(6.0) 2I8.9(Z3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

11.46 344.9 270.5(1.2) 267.2(7.4) 248.8(7.5) 231.5(3.5) 223.7(0.6) 222.5(0.6) 221.2(4.5) 211.6(6.3) 

77.11 336.0 299.4(8.0)277.2(13.0) 245.4(9.8) 223.5(6.1) 210.7(2.2)206.2(-0.8) 207.8(9.0) 190.7(8.6) 

11.43 385.4 352.9(3.8) 340.1(8.1) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8.5) 236.8(7.8)219.7(10.8) 


July 11, 
1997 


Trough Peak Trough Peak 1996-97 1995-96 1994-95 


BSE Sensidve Index (1978-79=^100) 4322(16.78) 3928 3701(15.15) 3427 4405 

BSE-100 (1983-84=100) 1875(10.68) 1683 1694(13.61) 1489 1905 

BSE-200 (1989-90=100) 415(8.92) 375 381(12.39) 333 421 

NSE-50 (Nov 3. 1995=1000) 1221(11.30) 1105 1097 970 1239 

Skintia(E)R Index (Apr 15, 1994=100) 82.01(0.92)77.85 81.26(4.31) 67.33 83.30 


333 421 

970 1239 


2745 4069 3361 (-0.2) 
1217 1843 1464(-5.5) 
273 413 328(-5.0) 

788 1196 im 

51.6 90.0 72.76(-7.3) 


Foreign Trade May 

1997 


Exports: Rs crore 10251 

US S mn 2862 

fanports: Rs crore 11502 

US Sinn 3211 

Non-POL US Smn 2496 

Balance of Trade: Rs crore -1250 
US Smn -349 


Fmeign Bachangc 
Reaerres (excinding gold) 


Fiscal Year So Far 


1996-97 1995-96 


1994-95 


19345 (-1.2) 19573 (27.3) 117525(10.5) 106353(28.6) 82674 (18.5) 


540l(-4.4) 
22362 (0.4) 
6244 (-3.0) 
4850 (2.1) 
-3017 
-843 


5653 (15.5) 33106(4.1) 31797 (20.8) 26330 (18.4) 

22284(30.7) 136844(11.6) 122678(36.3) 89971 (23.1) 
6436 (18.6) 38548(5.1) 36678 (28.0) 28654 (22.9) 

4751 (17.2) 2893l(-I.O) 29214 (28.5) 22727 (29.5) 

-2711 -19319 -16325 -7297 

-783 -5442 -4881 -2324 


) 3367(3.3) 326I(-13.7) 

) l549(-3.5) 1606(-12.2) 
) 345 (-6.3) 368(-l8.2) 
1 na na 

) 78.53(0.7) 77.99 


1993-94 1992-93 


69751 (29.9) 53688 (21.9) 
22238 (20.0) 18537 (3.8) 
73101 (15.3) 63375 (32.4) 
23306 (6.5) 21882 (12.7) 
17552 (11.2) 15782 (12.3) 
-3350 -9687 

-1068 -3345 


July 5, Mar 31,_ 

1996 1997 Month Year Fiscal Year So Far 1996-97 1995-96 1994-95 1993-94 

Ago Ago 1997-98 1996-97 


1996-97 1995-96 1994-95 1993-94 


Rs crore 

US Smn _ 25412 17754 


Noiey. Figures in brackets are percentage variatior 
available, neg negligible. * unchanged. 


62360 80375 3942 28544 10529 3634 21649 -7302 

17754 22369 1147 7658 3043 628 5243 -3690 5640 8724 , 


! variations over the period specified or over the comparable period of the previous year. na - not 
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Industrial Production 

1 lMdl 0 ENwMbM«f ladoftiial Weight 












ProdnetloniMrtJer Gronpe 


1996-97 

1995-96 

1994-95 1993-94 1992-93 1991-92 1990-91 

1989-90 1988-89 

1987-88 1986-87 1 

(1980^1^100) 













General Index 

100.00 

302.2 

283.2 

253.7 

232.0 

218.9 

213.9 

212.6 

196.4 

180.9 

166.4 

IS5.I 



(6.7) 

( 11 . 6 ) 

(9.4) 

( 6 . 0 ) 

(2.3) 

( 0 . 6 ) 

( 8 . 2 ) 

( 8 . 6 ) 

(8.7) 

(7.3) 

(9.1) 

Mining and quarrying 

11.46 

270.5 

267.2 

248.8 

231.5 

223.7 

222.5 

221.2 

211.6 

199.1 

184.6 

177.9 


( 1 . 2 ) 

(7.4) 

(7.5) 

(3.5) 

(0.5) 

( 0 . 6 ) 

(4.5) 

(6.3) 

(7.9) 

(3.8) 

(61) 

Mamifactoring 

77.11 

299.4 

277.2 

245.4 

223.5 

210.7 

206.2 

207.8 

190.7 

175.6 

161.5 

149.7 


( 8 . 0 ) 

(13.0) 

(9.8) 

( 6 . 1 ) 

( 2 . 2 ) 

(- 0 . 8 ) 

(9.0) 

( 8 . 6 ) 

(8.7) 

(7.9) 

(93) 

Electiiclly 

11.43 

352.9 

340.1 

314.6 

290.0 

269.9 

257.0 

236.8 

219.7 

198.2 

I8I.0 

168.1 


(3.8) 

( 8 . 1 ) 

(8.5) 

(7.4) 

(5.0) 

(8.5) 

(7.8) 

(10 8 ) 

(9.5) 

(7.7) 

(10.3) 

Index Nnmbcra of 

Indnatrlnl Prodnctiaa: 

Uac-Based ClaaaifIcntlOB 

Basic goods industries 

39.42 

312.0 

291.6 

269.0 

254.9 

232.9 

226.9 

213.1 

199.4 

189.2 

172.2 

163.0 


(7.0) 

(8.4) 

(5.5) 

(9.4) 

( 2 . 6 ) 

(6.5) 

(6.9) 

(5.4) 

(9.9) 

(5.6) 

(9.2) 

Capital goods industries 

16.43 

407.1 

375.1 

318.8 

255.4 

266.4 

266.8 

291.6 

251.5 

206.4 

192.8 

166.3 


(8.5) 

(17.7) 

(24.8) 

(-4.1) 

(- 0 . 1 ) 

(-8.5) 

(15.9) 

(21.9) 

(7.1) 

(15.9) 

(18.2) 

Intermediate goods industries 

20.51 

250.5 

234.0 

211.4 

203.9 

182.6 

173.2 

176.8 

168.9 

161.9 

148.3 

141.5 


(7.1) 

(10.7) 

(3.7) 

(11.7) 

(5.4) 

(- 2 . 0 ) 

(4.7) 

(4.3) 

(9.2) 

(4.8) 

(4.4) 

Consumer goods industries 

23.65 

257.6 

248.0 

219.6 

202.0 

194.2 

190.8 

189.0 

177.0 

166.2 

156.6 

147.1 


(3.9) 

(12.9) 

(8.7) 

(4.0) 

( 1 . 8 ) 

( 1 . 0 ) 

( 6 . 8 ) 

(6.5) 

( 6 . 1 ) 

(6.5) 

(7.1) 

a Consumer durables 

2.55 

577.3 

553.7 

407.2 

369.4 

318.1 

320.5 

359.6 

324.9 

317.3 

260.1 

2411 



(4.3) 

(36.0) 

( 10 . 2 ) 

(16.1) 

(-0.7) 

(-10.9) 

(10.7) 

(2.4) 

( 22 . 0 ) 

(7.8) 

(18.9) 

b Coiuumer non^durables 

21.10 

219.0 

211.0 

196.9 

181.7 

179.3 

175.1 

168.4 

159.2 

148.0 

144.1 

135.7 



(3.8) 

(7.2) 

(8.4) 

(1.3) 

(2.4) 

(4.0) 

(5.8) 

(7.6) 

(2.7) 

( 6 . 2 ) 

(4.9) 

Index Numbers eTIndnstrial 

Produc(lon:Groapwlsc 

Code No 

20-21 Food products 

5.33 

213.6 

207.4 

181.7 

160.0 

175.3 

178.0 

169.8 

1.50.9 

148.5 

139.0 

133.1 


(3.0) 

(14.1) 

(13.6) 

(-8.7) 

(-1.5) 

(4.8) 

(12.5) 

( 1 . 6 ) 

( 6 . 8 ) 

(4.4) 

( 6 . 0 ) 

22 Beverages, tobacco and 

1.57 

186.4 

160.8 

134.8 

137.8 

113.7 

107.3 

1048 

103.0 

92.1 

84.9 

913 

tobacco products 


(15.9) 

(19.3) 

(- 2 . 2 ) 

( 21 . 2 ) 

( 6 . 0 ) 

(2.4) 

(1.7) 

( 11 . 8 ) 

(8.5) 

(-13.8) 

(-I2.I) 

23 Cotton textiles 

12.31 

174.1 

159.5 

155.8 

160.5 

150.1 

139.0 

126.6 

112.3 

107.8 

II 1.2 

ms 



(9.2) 

(2.4) 

(-2.9) 

(6.9) 

( 8 . 0 ) 

(9.8) 

(12.7) 

(4.2) 

(-3.1) 

(- 11 ) 

(1.9) 

25 Jute, hemp and mesta 

2.00 

87.8 

92.6 

91.5 

103.2 

87.0 

90.8 

101.6 

97.4 

101.9 

91.0 

101.5 

textiles 


(-5.2) 

( 1 . 2 ) 

(-11.3) 

(18.6) 

(-4.2) 

(- 10 . 6 ) 

(4.3) 

(-4.5) 

( 12 . 0 ) 

(- 10 . 0 ) 

(3.9) 

26 Other textiles (inci wearing 

0.82 

94.9 

89.7 

78.6 

73.4 

75.8 

97.2 

103.2 

151.7 

134.2 

91.7 

87.1 

apparel other than footwear) 


(5.8) 

(14.0) 

(7.1) 

(-3.2) 

(- 22 . 0 ) 

(-5.8) 

(-32.0) 

(1.3.0) 

(46.3) 

(5.4) 

(-22J) 

27 Wood and wood products. 

0.45 

229.3 

239.9 

205.5 

199.3 

190.5 

185.0 

197.2 

176.0 

171.7 

161.7 

246.9 

furnitures and fixtures 


(-4.4) 

(16.7) 

(3.1) 

(4.6) 

(3.0) 

(- 6 . 2 ) 

( 12 . 0 ) 

(2.5) 

( 6 . 2 ) 

(-34.34 

(10.6) 

28 Paper oitd paper products 

3.23 

307.5 

278.8 

258.1 

224.8 

210.9 

203.0 

198.0 

I 8 I.S 

171.6 

166.3 

163.2 

and printing and publishing 
and allied industries 


(10.3) 

( 8 . 0 ) 

(14.8) 

( 6 . 6 ) 

(3.9) 

(2.5) 

(9.1) 

( 6 . 0 ) 

(3J) 

(1.9) 

(9.9) 

29 Leather and fur products 

0.49 

234.1 

227.5 

211.9 

204.3 

187.7 

I8I.3 

194.3 

188.3 

177.4 

I8S.S 

177.7 


(2.9) 

(7.3) 

(3.7) 

( 8 . 8 ) 

(3.5) 

(-6.7) 

(3.2) 

( 6 . 1 ) 

(-4.4) 

(4.4) 

(5.0) 

30 Rubber, plastic, petroleum 

4.00 

206.3 

196.5 

182.1 

176.4 

174.6 

172.0 

174.0 

17.3.5 

168.3 

155.1 

149.6 

and coal products 


(5.0) 

(7.9) 

(3.2) 

( 10 ) 

(1.5) 

(- 1 . 1 ) 

(0.3) 

(3.1) 

(8.5) 

(3.7) 

(-2.2) 

31 Chemicals and chemical 

12.51 

363.4 

359.7 

326.3 

297.9 

276.9 

261.2 

254.1 

247.6 

233.4 

2009 

175.5 

products except products 
of petroleum and coal 


( 1 . 0 ) 

(I0..3) 

(95) 

(7.6) 

( 6 . 0 ) 

( 2 . 8 ) 

( 2 . 6 ) 

( 6 . 1 ) 

(16.2) 

(14.5) 

(13.7) 

32 Non-melallic mineral 

3.00 

284.7 

264.3 

236.0 

218.5 

209.0 

205.2 

193.1 

189.9 

184.6 

IS 8 .I 

1603 

products 


(7.7) 

( 12 . 0 ) 

( 8 . 0 ) 

(4.5) 

(1.9) 

(6.3) 

(1.7) 

(2.9) 

(16.8) 

(-1.4) 

(1-9) 

33 Basic metal and rdloys 

9.80 

280.9 

22.5.1 

214.5 

224.2 

168.5 

167.8 

158.8 

143.7 

144.9 

135.6 

126.8 

products 


(24.8) 

(4.9) 

(-4.3) 

(3.3.1) 

(0.4) 

(5.7) 

(10.5) 

(- 0 . 8 ) 

(6.9) 

(69) 

(8.4) 

34 Metal products and parts 

2.29 

179.0 

175.3 

148.7 

126.5 

124.6 

13.3.1 

143.1 

142.6 

133.5 

129.6 

124.5 

except machinery and 
Iranspon equipment 


( 2 . 1 ) 

(17.9) 

(17.5) 

(1.5) 

(-6.4) 

(-7.0) 

(0.4) 

( 6 . 8 ) 

(3.0) 

(4.1) 

(83) 

35 Machinery, machine tools 

6.24 

251.1 

251.5 

206.9 

189.2 

181.1 

183.3 

186.9 

171.9 

161.1 

1391 

141.8 

and pMs except 
elec^cal machinery 


(- 0 . 2 ) 

( 21 . 6 ) 

(9.4) 

(4.5) 

(- 1 . 2 ) 

(-^1.9) 

(8.7) 

(6.7) 

(15.7) 

(- 1 . 8 ) 

(8.9) 

36 Blecrrical maibinery 

5.78 

771.2 

730.6 

609.9 

460.1 

483.6 

493.7 

563.6 

459.2 

346 

335.2 

254 7 

apparatus, appliances and 
supplies and pans 


(5.6) 

(I9A) 

(32.6) 

(-4.9) 

(2.0) 

(-12.4) 

(22.7) 

(31.9) 

(31) 

(31.7) 

(27.0) 

37 Tranaport erpripmmit and 

6.39 

353.4 

296.1 

239.2 

211.2 

200.6 

191.1 

192.5 

181.1 

171.3 

151.9 

144.9 

ports 


(19.4) 

(23.8) 

(13.3) 

(5.3) 

(5.0) 

(-4)7) 

(6.3) 

(5.0) 

( 12 . 8 ) 

(4.8) 

(6.7) 

38 Other monuteturing 

0.90 

284.9 

299.3 

269.6 

267.0 

281.3 

269.9 

321.8 

333.2 

305.6 

272.1 

235.4 

induatries 


(-4.8) 

( 11 . 0 ) 

( 1 . 0 ) 

(-5.1) 

(4.2) 

(-16.1) 


(9.0) 

(12.3) 


(54D 


NiMf.{l) ngnrM in bracketf are percentage variationt over the period specified or over the c oinpnrahl e period of ike previons year. 









COMPANIES 


EP^ Reteardi FoondatioB 


PHIUPS INDIA 

Business Restructuring 

THEelectronics and electricals giant. Philips 
India, Ml prey to the most common cause 
of poor performance of the corporate sector 
in the economy during the year, high interest 
costs. While consumer dectronics is the 
company’s mainstay, it is also into other 
segments such as lighting, domestic 
appliances, personal care products, 
electronic components, plastics and 
metalware, industrial electronics and 
business electronics. The company derives 
a irugor part of its revenue from television 
receivers (27.4 per cent), radio sets/upe 
recorders/compact discs players/systenis/ 
combination sets (18.S per cem), lamps 
(17.6 per cent), and ftUingt (up to 8.3 per 
cent). 

Lower offtake was also responsible to a 
certain extent for the company’s poor 
performance during the year ended 
December 31, 1996, when net sales fell 
by 2.4 per cent and value of production 
dropped by 9.4 per cent over the previous 
year. The company says that inability 
to curtail some of the investments taken 
up in 1993 and sluggish market condi¬ 
tions were also responsible for iu poor 
performance. 

A sharp rise in manufacturing expenses 
led to a 10.6 per cent decrease in operating 
profit Further, a 39.4 per cent rise in interest 
charges coupled with a 22.4 per cent rise 
in depreciation provision led to a steep 64.8 
per cent ftdl in net profit. 

Though exports increased by 33.8 per 
ceiU and in^iorts fell by 10.7 per cent this 
has to be seen in the context of the company ’ s 
tot^ imports of Rs 124 crore and exports 
of Rs 24 crore in 1996. 

With earnings per share falling from Rs 
3toRs 1.8, the company prudently decided 
to cut dividend from last year’s 25 per cent 
to 10 per cent. Book value was almost 
stagnant at Rs 41.9 per share (1993; Rs 
41.2). The company’s non-convertible 
debentures were downgraded by Credit 
Analysis and Research (CARE) following 
the (hop in profitabilily. 

Philips ImUa invested around Rs 78 crore 
in modernisation, upgradation and 
eKpandon of its coiling production at the 
light betory at Kalwa, upgradation and 
modernisation of iu consumer electronics 
factory at Salt Lake and upgradation of iu 
information technology. 

'The company attributes the marginal 
growthof the lighting diviskm to the sluggish 


trade sector. ’The consumer division 
improved its performance by around 9 per 
cent and the company maintained iU market 
share. The company’s cellphones, launched 
early in the year, reportedly made a dent in 
the market. 

The company now proposes to undertake 
a total overhaul of its business and growth 
strategy to focus on areas of core 
competence. It may withdraw from certain 
businesses and redeploy the proceeds in 
more profitable segments. Also, with the 
worldwide shift towards digitalisation of 
consumer electronic products, the company 
plans to make this its key area of interest 
in the future. 

The company’s stock, meanwhile, quotes 
at around Rs 80 on the bourses, discounting 
its 1996 earnings per share by 45.1 times. 

GLAXO INDIA 

Mi^or Investments 

Glaxo India, the Indian arm of the world’s 
largest pharmaceutical company, Glaxo 
Wellcome, has performed well during the 
year ended December 31, 1996. Although 
at first glance net profit seems to havedipped 
(all percentages have been annualised as the 
previous accounting period, 1994-95, 
covered 18 months) the company's net profit 
last year included non-operating profit to 
the extent of Rs 186.4 crore (a major part 
of which came from the sale of its family 
products business). But for the non-operating 
income, the company would have actually 
suffered a loss in 1995. 

The company saw a 16 per cent increase 
in net sales and a 15 per cent rise in the 
value of production in 1996, while a 
somewhat lower rise in operating expenses 
led to a 38.4 per cent increase in operating 
profit. While interest expenses dipped by 

8.6 per cent over the previous year, 
depreciation provision was lower by 33.1 
per cent. 

The company remained a net importer 
with exports falling by 4.2 per cent to Rs 

24.6 crore and imports rising by 26.8 per 
cent to Rs 42.2 crore. 

The company had in 1994-95 issued a 
special interim dividend of 175 percent in 
order to distribute the proceeds of the sale 
of its family products business among 
shareholders taking the aggregate dividend 
rate to 204 per cent in the previous year. 
For 1996. the company declared a dividend 
of 40 per cent. ’The company’s book value 
improved from Rs 38.9 per share to Rs 42.9 
per share. 


The company launched a new generation 
topical steroid from Glaxo Group Research, 
‘Flutivate’, through a series of medical 
symposia. It also explored licensing 
arrangements with other MNCs and in the 
process managed to introduce T-Bact 
(Mupirocin) from SmithKIineBeecham and 
Zoladex (Gosetelin) from Zeneca during 
the year. Also, several line extensions were 
intr^uced such as Cobadex Syrup, CUibadex 
with xinc capsules, Phexin (lispersible 
tablets, Betnovates_M, GM rmd S and 
Ostocalcium Forte. 

The company substantially upgraded 
its oral liquids department at Nasik and 
the newly designed and reconstructed 
teblet facilities at Worli started production 
towards the end of the year. Glaxo is in the 
process of expanding its chemi<»l factories 
at Thane and Ankleshwar in order to meet 
the demand for local production and for 
exports. 

The company has also reportedly entered 
into talks with Cheminor Drugs, a part of 
Dr Reddy’s group, for the manufacture of 
the bulk drug Ranitidine, an anti-cancer 
drug. This is the world’s largest selling drug 
with sales of $ 3 bn during in 1996. 

With the Bombay High Court taking 
poss(»sion of Jayant Vitamins’ Ratlam 
Celin-manufacturing facility, Glaxo has 
decided to snap ties with the latter and 
source its requirements from alternative 
suppliers. The company is also considering 
a proposal to make heavy investments of 
up to Rs 300 crore towards implementing 
its plans of acquisitions and takeovers. For 
(his purpose, it plans to invest in other 
corporate bodies in its line of business. It 
also plans to enhance its borrowing limit 
to Rs 500 crore from the existing limit of 
Rs 125 crore in order to finaiKe its long¬ 
term requirements. 

Meanwhile, the company’s share price 
currently quotes at around Rs 370 on the 
bourses, discounting its 1996 earnings per 
share by 46.2 times. 

SMITHKUNE BEECHAM 

Higher Sales 

SmithKIine Beecham (SB), a subsidiary of 
SmithKlirm of the UK, has performed well 
during the year ended December 31,1996. 
The company is the producer of such well 
known products as Horlicks, Boost and 
Eno’s and its British parent is the second 
largest pharmaceutical company in the UK. 
SB draws a mi(jor part of its revenue from 
food products (93.3 per cent) and the balance 
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(Rtlakht 
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Phil^ India 


Dm 

19M 


Dec 

IMS 


Glaxo India 

Dec Dec” 

19N IMS** 


Dec Dec 
19N IMS 


tf!BpproprlalioiM 


Net sales 

144638 

Value of production 

139063 

Other income 

1710 

Tolai inenoK 

140773 

Raw materials/stoics and 

34930 

spares consumed 


Other manufacturing expenses 

68713 

Remuneration to employees 

10687 

3ther expenses 

15976 

Operating profit 

10447 

merest 

4397 

Grost pnfit 

3119 

Depredation 

3131 

.’’r^r before lax 

1968 

Tax provision 

1161 

Frofil ttfler lax 

807 

Dividends 

433 

ReUuned profit 

352 

lUilica/asscts 


; atd-up capital 

4353 

Reserves and surplus 

16029 

uing-term loans 

10833 

Short-term loans 

7968 

3f which bank borrowings 

5968 

3ross fixed assets 

40869 

Accumulated depreciation 

19680 

nvenioriei 

17016 

Total osseu/Iiabilities 

70239 

ccUancoua Itcma 


sxcise duty 

3906 

3ross value added 

19710 

Total foreign exchange income 

34.37 

Total foreign exchange outgo 

13314 

(fauadnl and perfonnance ratloa 

Turnover ratio 


.sales to total assets) (%) 

205.95 

jales to total net assets (%) 

367.29 

3ross value added to 


{TOSS fixed assets (%) 

48.23 

'elum on invesiment 


toss proni to loud assets) (%) 

7.29 

jross proflt 10 sales 


TOSS margin) (%) 

3.54 

3penting profit to soles (%) 

7.22 

'rofii before tax to sales (%) 

1.36 

fax provision to 


Mofil before lax (%) 

38.99 

>1061 after lax to net worth 


fctum on equity) (9t) 

3.92 

dividend {%) 

10.00 

3aming per share (Rs) 

1.77 

Soofc vslue per share (Rs) 

41.92 

VE ratio 

43.14 

3ebt-equity ratio 


adjust^ for revaluation) (%) 

56.77 

ihort'lenn bank borrowings 


T inventories (%) 

35.07 

Sundry ctedilon to 


undty debtors (%) 

123.16 

'olal renwnention to employees 


> gross value added {%) 

54.22 

olal leimiiieration to employees 


) value of production (%) 

7.69 

jftMs fixed oisets formation (%) 

19.41 


148133 

39069 

76363 

42651 

30980 

133499 

59325 

77640 

43526 

32465 

1287 

2857 

4639 

1280 

975 

134786 

62382 

82279 

44806 

33440 

41840 

21296 

28875 

14115 

11622 

74132 

15764 

19076 

9233 

6495 

10043 

6767 

12261 

2779 

2217 

17149 

8416 

11075 

9830 

6402 

11622 

10139 

10992 

8849 

6704 

2738 

874 

1433 

448 

283 

6947 

9506 

28194 

8708 

6604 

2574 

1201 

1810 

639 

357 

4373 

8303 

26384 

8069 

6047 

2082 

3513 

7875 

3375 

2437 

2291 

4790 

18509 

4694 

3610 

1138 

2391 

12194 

1702 

1631 

1153 

2399 

6315 

2992 

1979 

4552 

5978 

5978 

2836 

2836 

15719 

19668 

17269 

10269 

6826 

8114 

2121 

2305 

- 

- 

8963 

530 

1935 

800 

729 

7463 

530 

1935 

800 

729 

34226 

19395 

18224 

7387 

6898 

17321 

10744 

9622 

3591 

3008 

23223 

11495 

9640 

6007 

5058 

73950 

42071 

44983 

204S4 

13334 

3922 

5432 

7793 

7007 

5709 

18260 

15978 

57260 

11707 

8754 

1814 

2532 

5668 

1994 

1372 

IS444 

8847 

4588 

893 

360 


200.32 

140.40 

169.76 

208.22 

202.03 

396.63 

208.75 

277.81 

306.73 

298.14 

53 35 

82.38 

314 20 

158.48 

126.91 

9.39 

22.60 

62.68 

42.51 

43.07 

4.69 

16.09 

36.92 

20.42 

21..32 

7.85 

17.16 

14.39 

20.75 

21.64 

2.95 

14.06 

34.55 

18.92 

19.52 

47.61 

42.32 

29.85 

41.83 

40.30 

11.30 

18.68 

79.62 

35.82 

37.36 

25.00 

40.00 

204.00 

60.00 

57.50 

5.03 

8.01 

30.96 

16.55 

12.73 

41.16 

42.90 

38.89 

46.21 

34.07 

19.87 

46.18 

7.99 

16.61 

- 

43.31 

8.27 

9.92 

- 

- 

32.14 

4.61 

20.07 

13.32 

14.41 

117.51 

156.77 

152.02 

1036.96 

697.18 

55.00 

42.35 

21.41 

23.74 

25.33 

6.54 

11.37 

15.79 

6.38 

6S3 

21.88 

6.43 

- 6.10 

7.09 

16.34 

36.57 

19.24 

0.35 

18.76 

56.55 


it contributed drug! and phannaoeatkab 
(S.4 per cent), and ayurvedic dnip (1.3 per 
cent). The company boastt of an extensive 
marketing network of 9S0 whoietalers and 
2.2 lakh retail outlets. 

The company taw a 37.7 per cent rite in 
net tales and a 34.1 per cent rite in value 
of production in 1996. Though matui- 
facturing expenses rote by 44.7 per cent, 
the company’s operating profit surged by 
32 per cent. However, sharp incteatet in 
interest chatget (up S8.3 per ceiu) and 
depreciation provision (up 14.7 per cent) 
somewhat nullified the steep increase in 
profitability; the company’s net profit 
improved by a lower 30 per cent. 

Further, exports improved by 4S.3 per 
cent while imports increased by a mere 1.8 
per cent over the previous year. However, 
the company continues to remain a net 
importer with imports standing at 
Rs92.6crore. The company's exports 
to neighbouring countries improved 
significantly. 

Earnings per share climbed from Rs 12.7 
last year to Rs 16.6 while book value 
increased from Rs 34.1 per share to Rs 46.2 
per share during the same period. 
Encouraged by its performance, the c ompa ny 
raised the dividend from S7.5 per cent in 
1993 to 60 per cent. It has also proposed 
a bonus issue in the ratio of three shares 
for every five held. 

During the year the company received a 
notice for the withdrawal of the licenced 
right to the Eno’s brand name in India and 
Nepal and received aone-time compensation 
of Rs 4.3 crore from the new licensee, 
SmithKIine Beecham Asia (SBAPL). SB. 
however, continues to manufacture the 
product under a loan licence and also 
distributes the product in India and Nepal. 
SB has also entered imo an a greem e n t 
to pay royalty locally in India for the 
Horlicks brand name effective S ep tember 
22. 1996. to the licensee. SBAPL. With a 
30 per cent markm share, the brand is way 
ahead of its competitors. SBAPL, whicb 
owns the brand names Crodn artd Tiims in 
India, is not permitted to make or market 
over-the-counter products. For this reason 
SB markets these products on a cost-plus 
basis. 

The company has made significant 
investmenu in marketing and upgrading 
its various plants and processes. Its 
manufacturing units at Nabha and 
Rajahmundry and itt packing facilities at 
Hyderabad were recently awarded the ISO 
9()02 certificaiion. 

The con^iany's share currently ipiotBi 
at around Rs 273 on the bourses, ittirnant 
ing iu 1996 earnings per share by 1641 
times. 


JiQwth in inventories (%) -26.73 

laas not available. ** means IS-month period. 
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RANDOM REFLECTIONS 


Break-Up and Privatisation of SEB in 
Andhra Prad^h 
An Upcoming Scam 

AmnCilioah 

The Andhra government’s move to break up the State Electricity 
Board and privatise power generation, transmission and distribution 
will sharply raise the cost of power and be a major set-back to the 
development of the state. It will also open up enormous opportunities 
for 'rent seeking' 


THERE is a new proposal, mooted by the 
highest political authority in Andhra Pradesh, 
to break up the Andhra Pradesh State 
Electricity Board (APSEB) with a view to 
privatising generation, transmission and 
(Uatribution. This folio ws the wholly incorrect 
and motivated advice of the World Bank to 
‘unbundle’ infrastructure facilities with a 
view to theirpri vatisatioa, and the ostensible 
excuse fru’this move is the report (submitted 
in April 199S)oftheHiienBhaya (Committee, 
two membeis of which are known to have 
been making good money as World Bank 
consultants for the power sector. Since no 
privalepafty would touchdistributionfexcqx 
in and around the industrial .belt of 
Hyderabad), effectively only generation and 
transmission of power will get privtfised. 
The process would be wholly to the detriment 
of die people of Andhra Pradesh and in fact 
would offer enormous opportunities for 
private ‘rent seeking’ (and money making 
by those in authority, in a position to decide 
on whom to bestow favours) in regard to the 
saleofdifreientgenentingstationsinAntflira 
Pradesh and the existing transmission 
network. Apart from impeding all future 
development of the power sector, it would 
raiae the cost of power to ctmsumen and be 
a mafor set>back to the development of the 
state. 

Two points must be made at the outset. 
First, the Andhra Pradesh Electricity Board 
is unquestionably the most efficient state- 
owned electricity generating (and 
transmittingMistributing) authority in the 
whole of India. In fact, in terms of 
performance, the APSEB suipasses even the 
ceraral government genenitingunits(NTPC) 
as well as private utilities. The following 
figures, extracted from the Planning 
Commission documem Annual Report on 
the Vforking of State Electricity Boards and 
Electricity Departments (Penary 1997) 


need to be noted to dispel any notion that 
private enterprise is more efricient than public 
electricity supply and that SEBs are all 
‘inefficient’. 

Not only in regard to the PLF, the APSEB 
has had uniquely good performance in evety 
kind of ‘norm’ that one may set for the 
electricity industry. The figures in Table 2 
- again extracted from the Planning 
Commission document referred to earlier - 
would indicate how the APSEB has been 
operating efficiently. (Unfortunately, the 
parameters give below are not availaUeeither 
for the central sector or for private utilities; 
the Planning Commission document is 
concerned with SEBs and electricity 
departments of states, and their operations.) 

The second point that needs to be made 
at the outset is that (a) the loss to the APSEB 
is very largely due to the sale of highly 
concessional power to the agriculture sector. 
In I99S-96, 34.4 per cent of total sales of 
power in Andhra were for agriculture/ 
irrigation (8465 MKWH out of 24,889 
MKWH sold to all consumers), against the 
average for all SEBs at 29.9 per cent. 
Also, the sale price of power for 
agriculture/irrigation in Andhra was 5.9 
paise^nit, against an all-India average 
(for all SEBs) of 21.32 paise/unit. More 
importantly, the Andhra SEB had to pay 
114.12 paise/unit for the power purchased 
by it, against the average for all SEBs at 
110.01 paise/unit. 

The extent of sales of power for agriculture 
arxl irrigation - at 34.4 per can of total 
power sales in 1995-96-indicates the wide 
network of power supply organised by the 
APSEB, something that private (iterators 
wouldnever agree todo. Indeed.sucha wide 
distribution network must necessarily 
increase the ’cost of wheeling’ power - 
especially to rural consumers - as well as 
the losses in transmission and distribution. 


Despite the heavy agricultural load, T and 
O losses in aP were the same as the all-lmtia 
average, at 18.S per cent in 1995-96. 
(Incidentally, since SEBs are typically starved 
of funds, even for routine maintenance and 
replacements, their distribution losses ate 
understandably higher than what one may 
expect) 

There are numerous other parameters, all 
of which go to show how the Andhra SEB 
outperforms not only all other SEBs but also 
all other parties (the central sectoriprivate 
sector). All this has been the result of the 
vision, perseverance and dedication of at 
least two generations of power migineen, 
technicians and worken, who have made the 
APSEB not only an efficient and vibrant 
organisation, but have also platuted the supply 
of power to the weaker sections of tlm 
population, and have placed particular 
emphasis on the supply of power for 
irrigation. It is, indeed, this signal 
contribution of the APSEB - together with 
the irrigation department - that has made 
Andhra Pradesh the major supplier of rice 
to the test of India, and has helped the 
country to attain ‘food security’. 

As per the 1991 Onsus, the population 
of Andhra Pradesh is 8.12 per cent of the 
total population of India. As perthe Planning 
Commission document referred to at the 
outset, in 1994-95, AP had 8.41 million 
electricity consumers out of a total of 81.18 
million electricity consumers in India. That 
is, with a population of 8.12 per cent, Andhra 
Pradesh consumers ccmstituted 10.36 per 
cent of all electricity consumers throughout 
India. The signal contribution of the APSEB 
has been to reach out not only to the growing 
number of industrial consumers but also to 
the vast numbers of the rtiral population and 
especially to meet the requirements of 
agriculture and irrigation, much like Punjab 
and Haryana. 

Lobby i>or Pmvatisatkw 

The lobby for privatisation of the power 
sector is three-tic^. First, the govemmcM 
of India - under World Bank prodding, and 
under the influence of foreign mompolistt, 
out to make large profiu - hu been gradually 
withdrawing from meeting the needs of 

Tabu I: Plant Load PAcroa or ThaaMAL 
PUKTS, 1993-96 


(Percent) 


Centnd sector (primarily NTPC) 

70.9 

Private sector 

72.3 

Andhra Pradesh SEB 

TTA 




linitnictute development The 001 hat, 
w tome time, been tinging the World Bank 
Jhe in regard to banding over power 
velopment to the private Mctor. Secondly, 
le fonign (and domestic) independent 
jwer producert have a vested intoest in 
ipturing this sector for two leatont; first, 
e astett of SEBs ate highly undervalued: 
id they can make a killing by buying up 
{these asMs (valued m cost as and whm 
winvettments were made, without allowing 
ir the steady inflation over the past two 
xades); and secondly, the IPPs (foreign or 
imestic) have no intention of supplying 
iiwer to those who require it; they insist on 
verse government guarantees for offtake, 
ir minimum profits, for all manner of other 
mtingencies, and rake in profits without 
y consideration as to whether the needs 
' the country are being met. 

Three examples would suffice. The 
[ample of the eight Fast Track Projects (for 
hich the government of India had agreed 
give counter-guarantees in regard to 
lyment to IPPs for high levels of Plant 
vailability) should alert us to the danger 
IPPs dragging their feet. Despite all such 
larantees, the foreign investors brought in 
ily a small amount of capital, by way of 
luity, relying on domestic financial 
stitutions for most of the funds required 
r their investments, at the same time 
phoning off profits in diverse ways, 
eluding the padding of investment costs, 
iron and Cogentri X - the two most ad vanced 
the large projects - are yet far from 
mpiction, the former, four-and-a-half years 
ter being mooted. And closer at hand, in 
idhra Pradesh, the Vizag project of the 
ndujas has not made much progress thus 
r, after several years of talk and beating 
3 ut the bush. And now, to compound the 
oblem, in order to evacuate Cogentrix 
'wer(generaled at Mangalore) to Bangalore 
d neighbouring areas - where the power 
required - the erstwhile Deve (jowda 
vemment first passed an ordinance and 
;n introduced a bill on May 5 ,1997 (after 
; vote of no-confidence was tabled) 
:ilitating state governments to allow intra- 
ite transmission as an independent private 
terprise (and the centre to do likewise fur 
er-state transmission). Three points need 
be noted especially iri this context. First, 
der the existing laws, generating sutions 
n engage in transmission of power and no 
ange in laws would be necessary if 
igentrix were to set up the required 
nsmission system. But (iogentrix is not 
nested in making the required investment; 
las got a power purchase agreement which 
ees the Karnataka SBB to buy power - 
d if not bought, to pay for power that 
Igentrix could generate - with Cogentrix 


pnrftefyily ensured This means, in effact, 
that Cogentrix power costs were 
UBdere s t l m a led to be^n with, and thepeople 
and the country were fooled. (The sane is 
going to happen for Enron and, in fact, to 
all the IPPs.) Secondly, the IPPs are not 
interested in the distribution of power. Tha 
responsibility will remain with the SEBs. 
But, after the IPPs start generatingelectricity, 
the power costs will go up; and either the 
losses of the SEBs would go up or the 
consumers will need to pay more, much 
more than now, for electricity. (Indeed, the 
power rates proposed for UP by World Bank 
consultants are a minimum of Rs 3 per unit 
for agriculture and a minimum of Rs S to 
6 per unit for all other consumers. At the 
latter rate, it would be worthwhile for bulk 
industrial consumers to have their own 
captive diesel generating sets, which would 
be ahighly inefficient solution forthe country 
as a whole.) 

Indeed, it would be seen from Table 2 
(row 7) that in Andhra Pradesh in I99S-96 
an average increase in power tariffs by S 
paise per unit would have made the APSEB. 
break even; and an average tariff increase 
of a little more than 10 paise per unit would 
have given the APSEB a return of 3 per cent 
on the capital invested. Indeed, if all SEBs 
were to: (a) raise agricultural tariffs to 
reasonable levels (say, a minimum of SO 
paise/unit); (b) raise domestic tariffs to meet 
full costs; and (c) raise other tariffs only 
marginally, so as to give a 3 per cent return 
on capital invested, the additional resources 
raised by all SEBs would (according to the 
Planning Commission document referred to 
earlier) have been Rs 11,634 crore in 1996- 
97. (Thsa would imply, for ft VC years, resource 
raising of the order of Rs 60,(X)0 crore by 
the SEBs akme, on the basis of which the 
SEBs could easily borrow another Rs 
1,20,000 crore, giving Rs 1,80,000 crore 
over a period of five years for all new 
investments required.) 


We ret u rn, in the face of the above stark 
facts, to the third lobby in favour of 
privatisation. These are tte authorities in 
charge of acxxxdiiig approvals to privMe 
parties for setting up generation and 
transmission capacity. The mere fact that 
nearly 300 MOUs have been signed for 
setting up power generating capacity (since 
1992-93) and that if appropriate legislation 
were passed, simiiar MOUs would come up 
inregssdtolhesettiivupofsmall.fragmenled 
transmission capacities, indicates the 
immense possibilities of comiption of the 
body politic as a result of this process. The 
bte^-up of SEBs and the privtfisalion of 
existing generating stations opens up the 
spectre of assets - built up by succe^ng 
generations over a period of SO years - being 
gobbled up by priv^ corporates (including 
foreign parties) cheaply. In Russia the 
privatisationexercise.fotoed on the erstwhile 
USSR by western countries, has led to the 
sudden emergence of a mafla which (together 
with a few intrepid foreign investors) has 
gobbled up Russia's assets on the cheap; this 
mafia is largely made up of erstwhile party 
apparatcUk and top burmmetats, who - in 
association with foreign capitalists - have 
acquired the shares of Russian state 
enterprises at dirt cheap prices. 

Assets in developing countries are 
generally undervalued Land prices have 
skyrocketedoflateisohaveequipmempriccs. 
Equipment acquired, say, in 1980, would 
have been either fully or almost fully 
‘depreciated’ (in the bo^s of accounts) by 
now. But where equipment is properly 
maintained, it would still be of considoable 
value. The first thing that a private opetaior 
would do would be to ‘revalue’ all exislihg 
asseu; and then to determine a reasoaaUe 
return on that capital. Then, as per the World 
Bank consultants, the miniimun power rale 
would become Rs 5 to Rs 6 per uniL That 
is the game of the private c ntiep t eo e u ts. in 
lobbying for privatisation; and the public 
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Tails 2: Some PsiPoiiMANn: Norms of Thermal Plants, 1995-96 


1 (a) Secondary oil consumption in cool-based tbemial slabons 

(ML/KWH of generation) 

(b) Cost of oil per unit of generation (paise/unit) 

2 Plant availability (available data for IM4-95; latest Planning 
Commission document) (per cent) 

3 Forced outages (per cent) 


4 Auxiliary consumption (per cent) 

PttfttrmoMCt im regard m all lypej of gtHtnttion 

5 Number of employees per thousand consumers 

6 Share of adni/eati in total cost (per cent) 

7 (a) Overall lost. In paise per unit of electricity sold 

(av sale price miiMS cost) 

(b) Average per unit ptke increase requited to give a return of 
3 per cent on capita) (at laid down under Elecuicity Act) 
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authorities supporting privatisation have an 
eye on sharing this pie. This is where the 
piessuiefor privatisation arises; and the media 
- owned by private capital - ate all for it. 
In brief, this is tantamount to the ‘plunder’ 
of India’s existing assets by a few clever 
manipulatoa. 

AP CoVBRNMBNT PXOPOSAL 

Some brief quotations from the 'Statement 
of Government of Andhra Pradesh’s Policy 
on Power Sector Reform’ (June 16, 1997) 
may be useful before fully exposing the 
hollownessofthestated‘intent’ofthepresent 
AP govenunent. 

...Clearly....the financial condition of APSEB 
will come under severe strain. As it is, there 
isconcero among domestic and international 
financial agencies about the financial 
viability of the APSEB. To dispel the same, 
and to strengthen the financial base of 
APSEB, so at to enable it to meet the 
substaraial incremental purchase obligations, 
the APSEB needs to be radically 
restructured... 

Objectives 

(v) supporting progressive privatisation of 
the di^butioa network under conditions 
and phasing that are sustainable. 

(vi) tetnove dependence of electricity utilities 
on government budgetary assistance... 

Restncmring 

...the APSEB...would be converted into a 
corporate body under the Indian Companies 
Act 1956, for purposes of distribution the 
state shall be separated into distinct 
dtstribution areas, each of which would be 
administered by a separate distribution 
company...In the first instance, all such 
distribution companies would function as 
wholly-owned subsidiaries of the 
APSEB.. Jtqrs would be taken to gradually 
private distribution. 

...exercises for deciding the modalities of 
transfer of assets and liabilities between the 
various entities proposed to be established. 

In undertaking such work, the state 
government...would...access the best 
consulting support both Rationally and 
mtemationally. Further tbestate government 
would wish to avail substantial financial 
assistaace from multilateral and bilateral 
financial institutions in furtherance of the 
reform proceat...discbargiag the overhang 
of existing overdues... 

II Etiablishmeni of jtn Independent 
Regulatory ConmussUm 

.. 4 )rior to initiating the structural reform of 
the APSEB, an autonomous regulatory 
commissioa should be established... The 
duties eDvisaged...could be: 

(i) promoting efficiency in economy in 
generatioo, transmissioo and distribution of 
electricity, by establisbiag appropriate 
norms... 


(c) Undertake licensing of coinpaniei 
providing services in all areas of the power 
sector... 

III Tar^ Reform 

The Regulatory Commission will be 
mandated to introduce a tori ff structure whiefa 
will progressively reduce crou subsidies so 
that before the end of three yetn from the 
date of initiation of reform, no sector shall 
pay less than SO per cent of the average coat 
of supply of elecbicity... 

(a) compensate for the costs incurred by the 
licence towards establishment costs, 
operation-maintenance charges, 
depreciation, interest charges... 

(b) cover the cost of power and wheeling 
chargea...restrict auxiliary consumption... 

(c) entail appropriate signals, both to the 
licensees and to consumers, to promote 
efficiency in supply and end use. 

IV ...all future investments in the power 
sector will only be through tronsparM and 
globally competitive bidding processes... 

The likely consequences of the process 
sought to be introduced (as outlined in the 
four-page statement from which a few 
quotations have been cited above) may be 
briefly summarised, because the intent and 
purpose of the reforms must be clear. These 
commons may be sub-divided under five 
heads: (a)theeffect on total costsof electricity 
to the consumer, (b) the effect on rur^ 
consumers generally and on agriculture in 
particular; (c) the effect on future 
development of AP; (d) the opportunities of 
‘corruption’ on a grand scale (in the 
process of break-up and privatisation of 
APSEB), of 'rent seeking’ by a few 
politicians and officials, and (e) the effect 
on ‘efficiency’ of the power system in 
AP, which is the supposed raison d’etre 
for the entire exercise. 

ErfETT ON Cost of ELEcnuctTY 

To begin with, separation of generation, 
transmission and distribution - with each 
operation being a ‘profit making’ activity 
(owned by three separsde organisations) - 
would, without question, raise the cost of 
electricity. But, mme importantly, it will 
also increase inefficiency aixl there^ inctese 
costs (and prices). Why should the process 
lead to an increase in costs? For the simple 
reason that the electricity industry is one 
where, for technicalAechnological reasons, 
the generatio/i, transmission and diftribution 
facilities shtwid be owned by one authority. 
Why is that so? Electricity cannot be stored; 
its generation and use must be simultaneous. 
Thedemandforelectticity varies significantly 
in a 24-hour period and ^so during different 
seasons of the year. Hence, there it need for 
not only ‘bate-load’ and ‘peaking’ capacity, 
both need tobeowned by the same authority 
in order to ensure that generation it always 




op timal, a n d lystem costs asa whole are kept 
mininial. Secondly, transmistion is ahmyt 
(and necessarily) a monopoly; one cannot 
have parallel transmlstiim lines/tyttens. 
Thirdly, there is need for very great co> 
oirlination between generation, trwsmittiott 
and distribution; three separate authorities 
wanting to mqximise their profits would lead 
to a chaotic situation. (And, in India, co¬ 
ordination between different authorities, 
even within government, is difficult.) For 
the ’market’ to co-ordinate would be an 
absurd proposition, within the electricity 
industry; ^ it is not in the least clear 
how the regulatory authority would be 
able to achieve this. (The above covers 
the first and last issues raised in the 
previous para.) 

There would inevitably arise - as a 
con^uence of ‘restructuring’ innumerable 
disputes and an increase in costs. Suppose 
thm is a stoppage of generation for some 
unforeseen calamity. The transmitting 
company would want to be paid for the 
facility available; and sonne provision for 
maximum/minimum ‘out-ages would not 
cover the situation. Where today the system 
bears the cost, in the new system, the 
consumer would have to bear both the cost 
and the profit of all commercial units. 

Dividing AP into a number of zones is a 
hare-brained idea; what we need is greater 
co-ordination between regions. And now, 
even within the state of AP there would arise 
divisions and problems of co-ordination. As 
a result, the backward areas would be left 
out in the cold. 

A direct result of the proposal would be 
to cut the farm sector supply and to increase 
electricity prices for the form sector. As 
noted earlier, the intention is that within 
three years no sector should be charged less 
than half the cost for electricity. In 1996- 
97, the estimated cost per unit in AP (as per 
the PlatuiingCommission document tefet^ 
to earlier) was 175.53 paise/unit. With 
expensive new generation ctming in, and 
with inflation at even 6 per cent per year, 
the average cost would go up to a minimum 
of Rs 2 per unit by 2000. (If separate profits 
for transmission and for distributitm are 
to be allowed, the average cost would be 
higher.) The AP government would require 
farmers to pay Re 1 per unit of electricity 
against the present price of 5 paiseAinit. Is 
that feasible? After all thechanges introduced, 
if privatisation is resorted to and if - as 
suggested by World Bank consultants for 
UP - power rates for the farm sector are 
made Rs 3 per unit, what will happen? Will 
that rale b6,sustainable? What woiM happen 
to rice production in AP? 

enviously, two developments will take 
place. First, all backward areas in AP would 



luffer tool aci l>« rt , There would be no fimfaef 
iacreaie in pbwer Hi|)ply. Secondly, while 
iMfebulkcoaiiniien, apedallycontiniioiu 
pracew induitiies will gain, becaute they 
would get power at bulk power coet plus a 
reasonable profit, all oihtf industries will 
lose; and in fact, some would prefer to set 
up theirown captive diesel gensets (if power 
rates are macte, say, Rs 5 per unit, as suggested 
by Worid Bank consultants for UP after 
restructuring). That would deprive the 
APSEBofthemostpayingcustomers, leaving 
mainly domestic consumers and the farm 
sector to' supply electricity. Indeed, the 
‘unbundling’of powersupply, as now being 
proposed, would lead to total unbundling 
and dissolution of all future development 
effort. 

Finally, the scope for extensive private 
profiteering - and thereby, the scope for 
‘corruption’ on a large scale, both among 
poUtidans and senior bureaucrats - has 
already been mentioned earlier. There is 
little need to elaborate further on this theme. 

Afurtherconsequence-andadirect fallout 
of present policies, on an all-India level - 
would be to emasculate the BHEL, by all 
reckoning a major power equipment 
manufacturer in the world, able to compete 
with giants such as GE, ABB, Siemens, and 
the Japanese consortium of power equipment 
manufacturers. All past foreign investors in 
the power sector have opted for ‘imported’ 
equipment because there is scope for padding 
of investment costs. And, talk of global 
tendering is just idle talk because, once the 
industry is fractionated, there would be 
immense scope for collusion between the 
private owners and equipment suppliers. 
Indeed, negotiations and placement of 
standardised bulk orders can lead to 
significant economies, both in cost of 
equipment and in maintenance costs/ 
problems. 

In any case, for the people of Andhra 
Pradesh the vivisection of the APSEB and 
its privatisation makes no sense. A few 
points made earlier need to be reiterated. 
In Andhra Pradesh the SEB has functioned 
efficiently; demonstrably more efficiently 
than not only all other SEBs but also the 
NTPC and existing private utilities in the 
electricity industry. The separation of 
generation ftom distribution miAes no sense 
for several reasons which have already been 
noted. 

Some figures may be repeated in this 
context because there is much disinformtfion 
in this regard. Enron power has been justified 
on the ground that the price of power in 
the US is typically around 7 cents per unit. 
With the US dollar etpial to, say, Rs 36. 
one rupee would equal 2.78 cents. Today’s 
price in Andhra Prwksh, varying between 


Rt0.06perunit for agrimilture and Rs2.36 
forJiidu^ (forniiway tnctioa. it is higher, 
at Rs 2>(8) would be equivalent to0.03 centt 
per unit Ibr agriculuire and 6.56 ceou for 
industry. But raising the rate to Rs 5 per unit 
would mem a price of 13.9 (say 14) cenu 
per unit For HT industry, the rate in the US 
is arounddeentsAmit; but with‘restructuring’ 
in AP (or in India as a whole), it could go 
up to 14 cents. How would Indim industry 
compete in such citcumstances? The World 
Bank ideologues (and their mouthpieces in 
India) are not bothered about India’s 
problems. They have been spreading a lot 
of disinformation with government of India 
officials (and afew greedy priv^ investors) 
aiding and abetting such disinformation. 

Finally, the talk of India being short of 
resources is sheer nonsense md again 
misleading and motivated. During the 
Seventh Plan (1985-90), we had a PIm 
programme for the creation of 22,245 MW 
of new capacity; the actual achievement was 
21,401 MW(withaslippageof3.8percent). 
In the Eighth Plan (1992-97). we had a Plan 
programme for the creation of 30,538 MW 
of capacity and actual achievement was 
17,667 MW (as per the Ninth PIm Approach 
Paper), the slippage being 42.2 per cem. We 
created less capacity in the Eighth PUn period 
than in the Sevemh PIm because of the 
pursuit of wrong policies under the tutelage 
of the World Bmk. More importmtly, gross 
domestic saving during the Seventh PIm 
(1985-90) was only 20.6 per cent of GDP. 
During the Eighth Plan, gross domestic saving 
(1992-97) - for four years, up to March 96, 
was 23.4 per cent of the GDP and forecasts 
aie for a continuing buoyancy of both the 
GDP and domestic savings. With a much 
higher rate of domestic saving during the 
Eighth PIm, the new power capacity created 
was less thm in the Seventh PIm. 

If the country’s GDP and savings are 
growing, as claimed by the authorities, it is 
difficult to understand why the country has 
less resources today for power development 
than it had during the Seventh Pirn period. 
It has only one implication, namely, that the 
govemmeittisicluctmttoraisethe required 
resources. The stock market is buoyant to 
m extent undreamt of earlier. Where is the 
money coming from? Cm the increased 
savings - at le^st the funds of the financial 
insliiutions - not be mobilised? To say that 
there are no domestic resources for 
infrastructure development is, therefore, a 
myth, a lie being moudied by those in charge 
of policy-making. 

C^ONCLUDINO RbMAMCS 

The proposed policy (of ‘separating’ 
generation, trmsmission and distribution 
of power) is wrongly conceived and 


justified in tbe name of ‘competition’ (ia 
order to promote elVicieacy). ’Tbera cm 
be no competition in transmisrioo: and 
there are strong technical/kechoological 
reasons for keeping generation, 
transmission and distribution under oae 
authority. 

The argument about ‘competitioa’ 
enhmeing efficiency does not apply to 
tbe electricity inchistry; its advoctcy has 
been mod vated. The APSEB hat functioned 
extremely efficiently in the past, in fact, 
more efficiently thm the oitire extant 
private sector in the electricity industry. 

At this juncture, what it necessary it a 
minor adjustment of tariff rates; a tmdl 
increase i n tariffs for agriculture sod domestic 
consumers would make the APSEB viable 
andcapaUeof genentingretoiucesfaroew 
investment The privaus sector is inte re si e d 
in acquiring existing iow-vahied assets of 
the with a view to makiiig large cmital 
gains. In my case, the priv^ sector would 
locdc for profitability rates (in the power 
sector) comparable to what it cm earn 
elsewhere which would be entirely 
inappropriate for infrastructure facilities. 
In fact, well - functioning, reasonaUy 
priced infrastructure facilities are essential 
even for the privue sector md hence the 
‘approach’ of a few greedy opermors 
would be against the interests of private 
enterprise generally. For the entire range 
of rural ennsumen, the new approach 
would be disastrous. Indeed, contrary to 
Worid Bmk/WTO/GOI line of thinking, 
properly targeted input subsidies are good 
for the economy; a subsidised power 
tariff for agriculture is likely to increase 
food production, keep down food prices, 
and thereby help both farmers and poor 
consumers for whom food constitutes m 
overwhelming part of the family budget. 
(The subsidy needs to be modera t ed today, 
but that is a different matter.) 

The proposal - as yet just mooted - needs 
to be nipped in the bud. The people of 
Andhra Pradesh should show the way; the 
APSEB has in a way led the whole counity 
in the matterof eflic^ power devdopmeoL 
Now, it is for the Andhra people to both 
the govenun en i of India and the authoihies 
in Andhra Pradesh that enough Henouh. that 
kow-towing to World Bank ideology in 
regard to this vital sector would not be 
toleraied. 

In the ahernative. we have m upcoming 
scam which will ovenhadow all previous 
scams winch have bedevilled the country 
tince 1992. We also have the prospect of 
a prolonged spdl of compleie absenoeef any 
deveiopmetM.orfood shortage, of incteariac 
immiterisaiion of the people, and of cM 
unrest 
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COMMENTARY 


Economic Reforms and Social Unrest 
in Developing Countries 

Miciid Chossadovsky 

While the international donor community cannot be held directly 
responsible for the outbreak of civil war in Yugoslavia, Somalia and 
Rwanda, the evidence nonetheless confirms that the macro-economic 
reforms imposed by international creditors in all three countries, 
played a crucial role in fostering the collapse of state institutions and 
creating a situation of social and political divisiveness. 


SINCEtheeaily 1980s, the‘macro-economic 
stabilisation’ and ‘structural acyustmeni' 
programroes imposed by the IMF and the 
World Bank on developing countries (u a 
condition for the rescheduling of their 
external debt) have led to the impoverishment 
of hundreds of millions of people. Contrary 
to the S|Mrit of the Bretton Woods agreement 
which was predicated on ‘economic recon¬ 
struction’, the structural adjustment 
programme has largely contributed to 
destabilising national currencies and ruining 
the economies of developing countries. 

Internal purchasing power has collapsed, 
faimnes have erupted, health clinics and 
schools have been closed down, hundreds 
of millions of children have been denied the 
right toprimary education. In several regions 
of the developitllg world, economic reforms 
have been c^ucive to a resurgence of 
infectious diseases including tuberculosis, 
malaria and cholera. 

The restructuring of the world economy 
under tbeguidanceof the Washington-based 
international fiiuincial institutions increasing¬ 
ly denies individual developing countries 
the possibility of building a national 
economy: the internationalisation of macro¬ 
economic policy transforms countries into 
open territories and national economies into 
‘reserves' of cheap labour and natural 
resources. The restructuring of individual 
national economies weakens the state, 
production for the internal market is under¬ 
mined, national enterprises are pushed into 
bankruptcy. 

When applied simultaneously in mote than 
100 countries, these refcxms ate conducive 
to the ‘globalisation of poverty', and a 
worldwide compression of wages, in the 
south, the east and the north, a privileged 
social minority has accumulated vast 
amounts of wealth at theexpenseoftbelarge 
majority of the population. This new 
international financial order feeds on cheap 
labour and the destruction 6f the nature 
environment. 


While “the debt crisis is officially over”, 
at least from standpoint of the international 
banks and financial institutions, the so-called 
‘lost decade’ of the 1980s constitutes for 
many indebted countries, the beginning of 
a new phase of economic and social 
devastation. Urban riots in Venezuela, caste 
violence in India, the recent surge of Islamic 
fundamentalism in Algeria, Tunisia and 
Egypt, the rapidcriminalisation of economic 
activity in the former Soviet Union. 

What is the relationship between the 
application of the IMF-sponsored reforms 
and the subsequent outbr^ in many parts 
of the developing world of social unrest, 
ethnic strife, religious fundamentalism and 
civil war? What relationship to global debt 
and the world economic crisis? At first sight 
none which directly meets the eye because 
the western media has obscured and careful¬ 
ly distorted the inner causes of political and 
social collapse. Civil war in Somalia, 
Yugoslavia and Rwanda; the chronology of 
humanitarian relief and military intervention 
is vividly portrayed, the precise agenda of 
United Nations ‘peace-keeping* and 
‘preventive diplomacy’ is described while 
spotlighting on TV screens across the globe, 
the spread of famine and the plight of the 
civilian population. 

Whereas the G-7 rhetorically deplores the 
derogation of fundamental human rights, no 
linkage is established between the outbreak 
of civil war and the prior disintegration of 
the slate under the burden of debt servicing 
and structural adjustment. Poverty and 
unemployment bread social unrest. The 
collapse in the standard of livingi which 
accompanies the 1MF’s ‘economic medicine’ 
exacerbates social tensions and divisions 
within national societies. The evidence 
confirms that the manipulation of maiket 
forces under theguidance of the Washington- 
based financial institutions, has also 
contributed to upsetting the fabric of natitmal 
political institutions. Our analysis will focus 
on the impact of macro-economic reform in 


the cases of Yugoslavia, Somalia ai 
Rwanda. 

Yugoslavia 

The economic crisis which accompanl 
the collapse of the federation of Yug^a> 
has not been the object of serious debs 
The first adjustment programmes adc^ 
shortly prior to the d^h of Marshal T 
in 1980 “wreaked economic and politic 
havex;. Slower growth, the accumulation 
foreign debt and especially the cost 
servicing it as well as devaluation led to 
fall in the standard of living of the avera, 
Yugoslav. The economic crisis threaten 
political stability. It also threatened 
aggravate simmering ethnic tersions 
From the early 1980s, the debt crisis w 
ccmducive to a gradual process of politic 
fracturing. 

After 10 years of impovcrishnmnt und 
the structural adjustment programme, tl 
Yugoslav economic reforms reached the 
climax in the late 1980s: a critical tumii 
point was marked under the pro-L 
government of Ante Marcovic. The feder 
premier had travelled to Washingtem to me 
president George Bush in the autumn i 
1989 just prior to the collapse of the Berl 
war. A substantial bilateral aid packai 
combined with the usual IMF-World Bat 
support had been promised in exchange f 
sweeping economic reforms includinga ne 
devalued currency, the curtailment i 
government expenditure and the closure < 
‘unprofitable’ .state enterprises. 

A new round of budget cuts and tf 
redirection of federal revenues towards del 
servicing were conducive to the curtailmo 
of transfer payments by Belgrade to tf 
governments of the states and autonomos 
regions thereby fuelling the process < 
political Balkanisation and secessionism.. 
second phase of economic reform wr 
implemented with the support of the Brettc 
Woods institutions in June 1990 leading i 
further cuts in public expenditure and 
programme of wholesale privatisation ( 
state enterprises under World Ban 
supervision. 

The 1989-90 freeze on federal transfa 
to the republics had engineered the collaps 
of the federal fiscal structure leading to 
situation of “de facto sovereignty" of th 
republics. Secession had been entrenched i 
the loan agreements signed with the Bietio 
Woods institutions and Yugoslavia’ 
international creditors. Supporting broa 
strategic interests, the aust^ty measure 
had laid the basis for ‘the recolonisation’ c 
the Balkans. The separation of Croatia ha 
by 1990 received the formal assent of th 


I'TSA 


Economic and Political Wedtly July 19, 19f 




Oonnan foreign minltter Han* Di^ch 
Qentcher who wa* in almoit daily contact 
with hi* Croatian counterpart in 2>igreb. 
Germany not only favoured secession, it wu 
also “forcing the pace of international 
diplomacy“ and pressuring its western allies 
to grant recognition to Slovenia and Croatia. 

Somalia 

\ 

Drought, desettiflcation and civil war were 
the ‘ofHcial* causes of the Somalian famine. 
‘Operation Restore was the ‘solution’. 

What are the origins of this crisis. ? What was 
inecise role of macro-economic policy? 

Somalia was a pastoral economy based on 
the ‘exchange’ bnween nomadic herdsmen 
and small agriculturalists. Nomadic 
pastoraiists accounted for 50 per cent of the 
population. In the 1970s, resettlement 
programmes led to the development of a 
sizeaMe sector of commercial pasloralism. 
Li vestock coiUributed to 80 per cent of export 
earnings until 1983. Despite recurrent 
droughts, Somalia remained virtually self- 
sufficient in food until the 1970s. 

The IMF-World Bank intervention in the 
early 1980s contributed to exacerbating the 
crisis of Somali agriculture. The economic 
reforms undermined the fragile exchange 
relationship between the ‘ nonudic economy' 
and the ‘sedentary economy', i e, between 
pastoraiists and small farmers characterised 
by money transactions as well as traditional 
barter. A very tight austerity programme was 
imposed on the government largely to release 
the funds required to service Somalia’s debt 
servicing obligations to the Paris club. 

The structural adjustment programme 
reinforced Somalia’s dependency on 
imported grain. From the mid-1970s to the 
mi^ 1980s, food aid increased IS-fold,atthe 
rate of 31 per cent per annum. Combined 
with increased commercial imports, this 
influx of cheap surplus wheat and rice sold 
in the domestic market led to the displacement 
of domestic producers, as well as a nuyor 
shift in food consumption patterns to the 
detriment of traditional crops (maize and 
sorghum). 

The devaluation of the Somali shilling 
imposed by the IMF in June 1981, was 
followed by periodic devaluations, leading 
to hikes in the prices of fuel, fertiliser and 
farm inputs. The impact on agriculturalists 
was immediate particularly in rain-fed 
agriculture but also in the areas of irrigated 
fanning. As of the early 1980s. prices for 
inqxMtedlivestockdnigsincreasedasaiesult 
of the depreciMion of the currency. The 
World Ba^ encouraged the exaction of user 
fees for veterinarian services to the nomadic 
herdsmen, including the vaccination of 
animals. A private market for veterinary 
dnigs was promoted. 


The eaUtpit in veterinarian services also 
served indirectly the interests of the rich 
countries: in 19M, Somalian cattle exports 
to Saudi AraUa and the Gulf countries 
plummeted as Saudi beef imports were 
redirected to suppliers from Australia and 
the European Conmnity. The ban on Somali 
livestock Imposed by Saudi Arabia was not. 
however, removed once the rindeqiest disease 
epidemic had been eliminated. 

The economic reforms were nuuked by 
the disintegration of health and erhicaiional 
programmes. By 1989, expenditure on health 
had declined by 78 per cent in lelidion to 
its 1975 level. Accr^ng to World Bank 
figures, the level of recurrent expenditure on 
education in 1989 was about $ 4 per annum 
per primary school student down from about 
$ 82 in 1982. Prom 1981 to 1989, school 
enrolment declined by 41 per cent (despite 
a sizeable increase in the population of school 
age), textbooks' and school materials 
disappeared from the classroonu, school 
buildings deteriorated and nearly a quarter 
of the primary schools closed down. 
Teachers’ salaricsdeclined to abysmally low 
levels. 

The IMF-World Bank programme had led 
the Somali economy into a vicious circle: 
the decinwtion of the herds pushed the 
nomadic pastoraiists into starvation which 
in turn backlashed on grain producers who 
sold or bartered their grain for cattle. The 
entire social fabrlcof the pastoralist economy 
was undone. Thecollapse in foreign exchange 
earnings from declining cattle exports and 
remittances (from Somali workers in the 
Gulf countries) backlashed on the balance 
of payments and the state’s public finances 
leathng to the breakdown of the government’s 
economic and social progranunes. Small 
farmers were displaced as a result of the 
dumping of subsidised US grain on the 
dom^ic market combined with the hike in 
the price of farm inputs. The impoverishmem 
of the urban population also led to a 
contraction of fix>d consumption. 

Average wages in the puUic sector had 
fallen to$ 3 a month, leading to the inevitable 
disintegration of the civil administration. A 
programme to ichabilitatedvil service wages 
was proposed by the World Bank (in the 
context of a reform of the civil service), but 
this objective was to be achieved within the 
same budgetary envelope by dismissing some 
40 per cent of public sector employees and 
eliminating salary supplements. Under this 
plan, the civil service would have been 
reduced to a mete 25,000 employees by 
1995 (in a country of six million people). 
Several donon indicated keen interest in 
funding the cost associated with the 
retrenchment of civil servants. 

In the face of impending disaster, no 


attempt was madeby theinteiiHtiaaaldonor 
community to lefaabilitme the country's 
economic and socitd infrastructure, to teakne 
levels of purchasing power and to rebuild 
the civil service: the macro-economic 
adjustment measures proposed by the 
creditors intheyearpriortotheodlaineof 
the govemmem of General Siyad Bane in 
January 1991 called for a further tightening 
ova- public spenchng, the lestmcturirtg 
the Central Bank, the liberalisation credit 
(which virtually thwarted the private sector) 
and the liquidation and divestiture of most 
ofthestateenterprises. In 1989, debt servicing 
obligmions refnesenicd 194.6 per cent trf 
export earnings. The IMF’s loan was 
cancelled: arrears with creditors had to be 
settled before the granting of new loaiu. 
Somalia was tangled in the straight-jacket 
of debt servicing and structural adjustment, 
the rest is recent history. 

Rwanda 

'The Rwandan crisis has been presented by 
the western media as a profuse narrative rtf 
human suffering, while carefully nqjecting 
to explain theunderiying social a^ economic 
causes. The brutality of the massa cre s have 
shocked the world emnmunity, but what the 
international press failed to mentioo is that 
the civil war was preceded by the flare-up 
of a deep-seated economic ctisit. It was the 
testructuringofdwagricultural system which 

prcx:ipitsiedthepopulationintoiihMP<>*<^ 

and destitution. 

This deterioration of the economic 
environment which immediately followed 
the coliapseof the international coffee market 
and the imposition of sweeping macro- 
ecommic reforms by the Brenon Woods 
institmions - cxacertMted sirmneting ethnic 
tensions and acedermed the prooess of 
political collapse. In 1987, the system of 
quotas established under the Iniesnalional 
Coffee Agreement (ICA)stattedtofall apart, 
world prices plummeted. A lethal blow to 
Rwanda’seconomy came in June 1989 when 
ihe International Coffee Agreement reached 
a dead l oc k as a retuh of political pw iaurei 
from Washington on behoof the large US 
coffee traders. At the conclusion rrfahialDric 
meeting of prodneen held in Florida, coffee 
prices plun^ in a matter of months by more 
than 50 per cent. For Rwanda and several 
other African countries, the rlrop in price 
wreaked havoc. 

The coffee economy wat the main source 
of funding of the post-independence 
Rwandan slate. Export earnings dediited by 
50 per cent betwm 1987 and 1991. The 
demise of state insiiiulions unfoMed 
thereafter. When coffee prices plnawnefed. 
famines erupted throughout the Rwandn 
countryside. According to World Bank data. 
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the growth of ODP per capita declined from 
0.4 per cent in 1981-86 to -5.S pa cent in 
the period immediately following the dump 
of the coftee maitet (1987-91). 

AWoridBankmiadontravelledtoRwanda 
in November 1988to review Rwanda’s public 
expenditure programme. A series of 
recommendations had been established with 
a view to putting Rwanda back on the track 
of sustained economic growth. After careful 
economic ‘simulations’ of likely policy 
outcomes, the World Bank concluded with 
some grain of optimism that if Rwanda 
adopted the structural adjustment 
programme, levels of consumption would 
increase markedly over 1989-93 alongside 
a recovery of investment and an improved 
balance of trade. This outcome depended on 
the speedy implemeMation of the usual recipe 
of trade liberalisation and currency 
devaluation, alongside the lifting of all 
subsidies to agriculture, the phasing out of 
the Ponds d’E9galisation (which purchases 
coffee from the farmer), the privatisation of 
state enterprises and the dismissal off civil 
servants. 

A 50 percent devaluation of the Rwandan 
franc was carried out in November 1990 
barely six weeks after the incursion from 
Uganda of the rebel army of the Rwandan 
Patriotic Front The devaluation was intended 
to boost coffee expom. It was presented to 
puUic opinion as a means of rehabilitating 
a war-ravaged economy. Not surprisingly, 
exactly the opposite n^ts were achiev^ 
exaceibatingtbeplightofthecivil war. From 
a situation of relative price stability, the 
plunge of the Rwandan fraiK contributed to 
triggering inflation and the collapse of real 
earnings. A few days after the devaluation, 
sizeable increases in the prices of fuel and 
consumer essentials were announced. The 
consumer price index increased from 1.0 per 
cent in 1989 to 19.2 percent in 1991. 'The 
state administtati ve iqtpatams was in disarray, 
stateenterprises were pushed imo bankruptcy 
and puMic services collapsed. 

Health and education collapsed under the 
bnintofthe IMF-imposed austerity measures. 
The incidence of severe child malnutrition 
increased dramatically, the number of 
recorded cases malaria increased by 21 per 
cent in the year following the ado^on of 
the IMF programme largely as a result of 
the riMence of anti-malarial drugs in the 
public health centres. The imposition of 
school fees at the primary school level was 
conducive to a massive decline in school 
enrolmetiL 

The econonne crisis reached its climax in 
1992 when Rwandan farmers in desperation 
uprooted some 3,00,000 coffee trees. De¬ 
spite soaringdomestic prices, thegovernment 
had frozen the farmgate price of coffee at 


its 1989 level (125 RwP a kg), under the 
terms of its agreement with the Bretton Woods 
institutions. It should also be mentioned that 
a significatu profit was appropriated by local 
coffee traders and interm^iaries serving to 
put further pressure on the peasantry. 

In June 1992, a second devaluation was 
ordered by the IMF leading - at the height 
of the civil war - to a further escalation of 
the prices of fuel and consumer essentials. 
Cofiec production tumbled by another 25 
per cent in a single year. Because of over¬ 
cropping of coffee trees, there was 
increasingly less land availaMe to produce 
food, but the peasantry was not able to easily 
switch back into food crops. The meagre 
cash income derived from coffee had been 
erased yet there was nothing to fall back on. 
Not only were cash revenues from coffee 
insufficient to buy food, the prices of farm 
inputs bad soared and money earnings from 
coffee were grossly insufficient. The crisis 
of the coffee economy backlashed on the 
production of traditional food staples leading 
to a substantial drop in the pr^uction of 
cassava, beans and sorghum. The system of 
savings and loan co-operatives which 
provided credit to small farmers had also 
disintegrated. Moreover, with the 
liberalisation of trade and the deregulation 
of grain maikets as recommended by the 
Bretton Woods institutions, (heavily 
subsidised) cheap food imports and food aid 
from the rich countries wereentering Rwanda 
with the effect of destabilising local nuurkets. 

TTie World Bank had recommended 
scraf^ing more than half thecountry ’ s public 
investment projects. In agriculture, the World 
Bank had also demanded the abandonment 
of the inland swamp reclamation programme 
which had been initiated by the government 
in response to the severe shortages of arable 
land (and which the World Bank considered 
‘unprofitable’). 

Under ‘the free market’ system imposed 
on Rwanda, neither cash crops nor food 
crops were economically viable. Tlie entire 
agricultural system was pushed into crisis, 
the state administrative apparatus was in 
disarray due to the civil war but also as a 
result of the austerity measures and sinking 
civil service salaries. A situation which 
inevitably contributed to exacerbating the 
climate of generalised insecurity which had 
unfolded in 1992. ^ 

Tlie decision to devalue (arid ‘The IMF 
stampof approval") bad alreadybeen reached 
on September 17,1990 prior to the outbreak 
of hortilities in high level meetings held in 
Washington b et w een the IMF and a mission 
headed by the Rwandan minisier of flmmce 
Ntigurirwa. The ‘green light’ had been 
granted: as of early October, at the very 
moment what the ftghting started, millions 


of dollars of so-called ‘balance of paymen 
aid’ (firom multilateral and bilateral source 
came pouring into the coffers of the Ceotn 
Bank. It appears likely that a sizeable portio 
of these loaru had been diverted by ft 
regime (and its various political faefton 
towards the acquisition of military hardwai 
(from South Africa, Egypt arid easta 
Europe). Moreover, since October 1990, f 
Armed Forces had expanded virtual) 
overnight from5,000to40,000men requirin 
inevitably (under conditions of budgetar 
austerity) a size^le influx of outside mona 
The new recruits were largely enlisted fror 
the ranks of the urban unemployed of whic 
the numbers had dramatically swelled sine 
the outsa collapse of the coffee marka 1 
1989. Thousands of delinquent and idl 
youths from a drifting population, were als 
drafted into the civilian militia responsib; 
for the massacres. And part of tte arms 
purchases enabled the Armed Forces t 
organise and equip the militiamen. 

The World Bank would no doubt conten 
that things would have been much worse hai 
the structural adjustment programme not bea 
adopted. Such a reasoning, howeva, sound 
absurd particularly in the case of Rwands 
No sensitivity or concern was expressed - 
to the likely p^itical and social repercussion 
of economic shock therapy applied to i 
country on the brink of civil war. The Work 
Bank team consciously excluded the ‘Tion 
economic variables" ftom their ‘simulations’ 

The world community should recognia 
the failure of the dominant neolibera) systen 
and take cognisanceof thedestrucdveimpac 
of the economic reforms. While th< 
intemational donor community carmot bi 
held directly responsible for the outbreak o 
civil war in YugMiavia, Somalia and Rwanda 
the evidence ntmetheless confirms that thi 
macro-economic reforms imposed bj 
intenutional creditors in all three countries 
played a crucial role in fostering the collapat 
of state institutions and creating a situMior 
of social and political divisiveitess. 

The experience of these three countries i: 
by no means unique: the same mechanisir 
of debt collection has been replicated along¬ 
side the adoption of IMF-style market reformt 
in all miyor regions of the developing world 
Many countries in Sub-Saharan Africa (no 
to mention recent devdopments in Bunind 
where famine and ethnic massacres hi 
rampant) are facing a similar predicatnen 
to that of Rwanda and Somalia. And in marr 
respects the Rwandan 1990 devaluatioi 
appears almost at a ‘laboratory test cate' a 
well as a threatening ‘danger signal’ for tb 
devaluation of the CPA franc inipieroeiKe 
on theinstructionsofthe IMFandthePtenc 
treasury in January 1994by the tam e wnoun 
50 per cent. 
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TAMIL NADU 

Terrorising THbals 

Nexus between Police and Forest Department 

VSanmuan 

_ 

The attempt at custodial murder in Salem district reveals that the 
nexus between the forest guards and the police extends to covering 
up their crimes against innocent tribals and brutally suppressing 
any voice of protest raised against it. 


IN recent days, the forest dqw rtm e m guard! 
and wttchert have also joined the police in 
violating human rights in general and the 
tribal rights in particular. Sdvam, a tribal 
I ofKilakadu had survived a custodial murder 

I attempt at the Vazhapadi forest ranger office 

in Salem district of Tamil Nacfai. He was 
brought from the weekly marttet place (Belur) 
by the forest guard and watcher around 3 pm 
on April 14,1!>97, on the basis of a warrant 
for an enquiry relating to sandalwood 
1 smuggling. In the name ofenquiry, the guard 

r and watcher demanded a bribe of Rs 5,000, 
i later reduced to Rs 4,000. Had he paid, he 
could have escaped from the cruel treatment 
and custodial murder attempt. The innocent 
tribal refuted to part any money. Conse¬ 
quently, he was beaten up brutally and 
tortured throughout the night until he became 
unconscious. 

Presuming that he had died, the guard 
and watcher pug him into a gunny bag and 
banged him up in the chimni (custodial 
( room) of the ranger office - a rented 
house. Then they informed the divisional 
forest officer, Salem, stating that Selvam 
\ hadcommittedsuicide. At9amon April 16, 
the divisional forest officer lodged a 
complaint about the suicide at the VazIuqMdi 
police station. A case was registered and the 
first information report said, Selvam 
committed suicide in tlw custodial room of 
I the ranger office. Until 3 pm the police 
^ did not verify whether the person was 
t alive or dead. They awaited the arrival of 

the revenue divisional officer to tend the 
body for post-mortem. 

The revenue divisional officer landed at 
3.4S pm, and while the body was brought 
down, to his surprise he fouiid thtt Selvam 
was alive and struggling for breathing. 
Fortunately, he was sem to the General 
Hospital, Salem, not for the post-mortem as 
itat^ by the police earlier but for treatment. 
This shws how the administration has been 
violating human righto. 

- This cruel and inhuman way of tiemment 
reveals how comiption it flourishing in 
gove rn ment institutiont by grossly violating 
exislingiules and legulationt. In o^ words, 


they are practising their own unwritten 
constitution to extract money from the 
illiteimet and innocents. 

It is a peculiar case. The arrest was effected 
on April 14 evening and the ranger had 
directtol the guard to produce Selvam before 
the magisitate on the next evening itself. The 
forest guard having failed to produce the 
detenu in court claimed a bride of Rs A,QO0. 
He threatened to extract the bribe by saying 
that unless the money was paid Sd vam would 
not be produced in the court. 

Once the state fails to respect or violated 
human rights, the public are forced to protest 
or agitate to save their rights. In this case, 
the government institutions have not only 
violated basic rights of the detenu but have 
assassinated the constitutional rights. 

On April 16, when the ‘death* of Selvam 
at custody spread like wildfire, the tribals 
in the area gathered in front of the ranger 
office in large numbers to see the ‘dead’ 
person. The RDO arrived at 3.45 pm. and 
the body was brought down and Selvam was 
found to be alive. Sponumeous protests 
erupted, and the crowd rushed ahead and laid 
a siege. On being pie vemed entry, they raised 
slogans against the forest guards and the 
police. To disperse the crowd, police lathi 
charged and resorted to tear-gas shells. The 
‘mob’ retaliated by throwing stones in an 
attempt to protect themselves. Later, the 
police firing claimed an innocent tribal and 
several civilians were injured. The state 
go verament announced Rs50,0(X) as exgratia 
to the victim's family. 

Often the government says, in fact claims, 
that only to protect theiiMlves from the 
‘mob’, the police have ordered firing. As if 
to substantiate their claim, newspapers 
carry reports that some of the conttaUes 
and officers were severdy iryured. This 
phenomena shows that whatever brutality 
committedby the stale institutions.ihe public 
should not raiae their voice in protest. In 
recem days, in our rfemocratic polity bask 
fkindamenial ri^to are being denied by the 
’crown’ adminittrative institutions. 

The forest guards and watchers are 
supprued to protect the forest resources from 


the illicit Idling and misuse, ndllng in their 
duties, they themsdves smuggle or enter 
into an understanding with smugglen. The 
forest guards take hdp from the locals to tied 
sandalwood smuggling. 

In 1992. the forest ranger, guards nd 
watchers joined hands and illegally 
transported sandalwood by a forry. Selvam 
and the villagen seized the lorry and made 
a complaint directly to the dldrict forest 
officer. In the meanwhile, the smugglen had 
escaped. The forest guard filed a false cate 
against Selvam. and a warrant was issued 
in May 1996. Until 1996, the forest guard 
collected around Rs 25,000 from Selvam 
using the case to blackmail the latter. While 
issuing the warrant the guard claimed 
Rs l,000.andgotRs500.Inl994,20buiidfet 
of sandalwood was caught by the forest 
guard. With the help of Selvam and other 
local politicians, he made a settlement that 
the matter would be closed for Rs 20JOOO. 
The forest guard, having collected Rs 5,000 
asked them to hand over the remaining 
Rs 15,000 to Selvam. Through such mesas 
the forest department personnel cxplotted 
the sandalw^ resources. Conserpiently. 
most of the sandalwood got depicted from 
the hill areas of Salem districL 

Salem district had abundant sandalwood 
inthceariy 19thcentuty.In l837.aocotding 
to the government estimates, 65,278 
sandal wood trees were found in Shervatoys, 
Neiyyamalai, Aranuthumalai, Padtamalai. 
SttfcriandNatnakkalKoUihUbC/’yoceadMtf^ 
of Board of Revenue. December 11. 1837, 
vol 1587, pp 15047-56). Besides. Kafaoyan 
hills were abundant with this species. In 
addition, the forest department planted 
many sapplings in the reserve forests in 
this century. Cutting down sandalwood 
trees is continuing since past couple of 
decades. 

I n the local body elections (1996). Selvam 
comested for the post of village paochayai 
president. An upper caste coMestani was a 
relative of the forest ranger. Conseiiiieaily, 
Selvam was forced to withdraw by the forest 
ranger in favour of the upper caste fellow. 
To this Selvam refused. Subsequeedy. a 
false case was filed against Sdvam and his 
friends stating that they had indulged in 
sandalwood smuggling through a friOKTs 
vehicle. 

The forest guards and w a tchers collect 
money from simigglers generally oo the bads 
of percentages dependiag on the wurth of 
sattdalwood logs. Tlie smugglen also 
informed about their mov emen ts to the 
officen. So kmg as the perc e ntage reached 
the guards, the smuggim were treated as 
‘sharing friends' in ‘legitimate’ sandalwtMd 
simggling. Once the percentage stops, the 
former ‘sharing friends’ become TUngili* 
mate'. If a person left this business or is 
suspected to be an informer to the higher 
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ofRciali Of refuses to mediate the dealings, 
a case is foisted and he i s detai ned in custody. 
Cfuel treatment is meted out to him. The 
present case is one such that took place in 
the Vazhapadi forest ranger office in Salem 
district. 

According to the forest act, if some one 
attempts to extract reserved forest items, he 
is imprisoned or fined or both. According 
tothefofestdepartment,Seivamwas ‘wanted’ 
from May 1996 for an inquiry into 
sandalwood smuggling. Even after being 
issued with the warrant, he did not appear 
until the forest guard caught him on April 
14, 1997. But actually, Seivam appeared in 
front of the magistrate in 1996 and has 
appeared for hearings except one due to ill 
hetdth. The accused is supposed to be 
produced in front of magistrate within 24 
hours. 

According to the Tamil Nadu Forest Act 
1882 (section 51), ‘Any forest officer or 
police officer may, without orders from a 
magistrate and without a warrant, arrest any 
person reasonably suspected of having been 
concerned in any forest offence punishable 
withimprisonmentforone month Of upwards, 
if such perstm refused to give his name and 
residence, or gives a name orresidence which 
there is reason to believe to be faise, or if 
there is reason to believe he will abscond'. 
It further reads, ‘Any person arrested under 
this section shall be informed as soon as may 
be of the grounds for such arrest and shall 
be produced before the nearest magistrate 


THEGujarat government has been successful 
mprojectingthedrought'pronenessofKutch, 
Saurashtra and north Gujarat and thereby 
building dams and submerging not only the 
lands of the tribals and farmers of its own 
stale, but also of the neighbouring states, for 
example, of Rajasthai, in case of Kadana, 
and of Maharashtra, in case of Ukai. Though 
many dams ha ve come up, the water scenario 
in Gujarat is becoming worse because what 
ultimately happened was that the land of the 
tribals was submerged and the water - on 
which they have the first right - was not 
taken to tire drought-prone areas of Gujarat, 


within a period of 24 hours of such attest 
excluding the time necessary for the journey 
from the place of arrest to the court of 
magistrate; and no such person shall be 
detained in custody beyond the said period 
without the authority of a magistrate’. But 
in case of Seivam, no such procedures were 
followed. The process of law was blatantly 
bypassed. 

The violation of human rights by the forest 
department is not new in this region and has 
beOTftie a common phenomena in recetu 
years. For instance, the forest depaitmem 
personnel raped tribal women at Vachathi 
of Dharmapuri district on the presumption 
of hoarding or smuggling the sandalwood 
and this has been condemned by the human 
rights commission. Later, fourcivilians were 
picked up by the forest department personnel 
and were muideied/bumed in differem distant 
places for discontinuing the earlier 
‘legitimate’ illicit cutting and on the 
presumption that they had turned informers 
to their senior officers. So, the violation of 
rights by the forest department is a continuing 
process. 

Those who protested against these cruelties 
were arrested and kept in jail for more than 
a month. The police threatened the public 
not to be present before the judicial enquiry. 
The tribals were obviously disappointed over 
this enquiry. Those responsible for ordering 
bursting of teargas shells and shooting were 
appointed for theenquity. Will such measures 
give justice to the tribals? 


but mostly ended up flowing in the fields 
of the cash crop farmers and the industries 
of the politically strong areas of Gujarat, 
i e, central Gujarat and the golden corridor. 

On the one hand, the tribals lAid peasants 
lost their lands, water and forests, while on 
the other, the water situation of the drought- 
proiw areas started becoming worse as most 
of the state’s inigatKMt and water devdopment 
budg e t wa sp ent inthese sche m es ben^ting 
central Guji^ and no significant schemes 
came up to sol ve the growing water proUem 
in the drought-protre areas of Gujarat. For 
example, no significant Kheme catne up in 


Kutcb and Saurashtra for 10 years wMle the 
Kadana and the Ukai dams were being built, 
due to lack of funds. And today again 131 
schemes of the drought-prone areas have not 
been able to take off since many years as 
85 per cent of the state’s irrigation budget 
is bdng spent on the Sardar Sarovar Project 
alone. Certainly, there is no possibility of 
any scheme coming as long as this project 
is finished. 

The power holders of Gujarat were also 
successful in hiding the fact from its own 
people and the country that though they have 
been projecting the misery of the drought- 
prone areas of Gujarat, water is on the other 
hand being exported from these very regions. 
Yes, water has been exported to the other 
parts of the country and the world from 
Kutch. Saurashtra and north Gujmat in the 
form of water-intensive crop p^uce and 
industrial goods. Cash crops have been 
growing in Kutch, including sugarcane. 
Vegetables from Kutch are sold right up to 
Baroda. Big industrial lobbies like Ari^ 
mills are planning to grow cotton on a very 
large scale in Kutch. The Kandla port and 
industries is consuming a lot of water and 
are planning to take more water from the 
Macchu dam, near Rajkot. In Saurashtra the 
situation is no different. Cash crops are being 
grown in plenty even in the worst water 
scarcity areas. One can find number of 
sugarcane fields and sugar mills in Saurashtra. 
Also it is a known fact that the big industrial 
groups like the Tata Chemicals and salt 
works in Okhamandal, Rayon mills in 
Veraval, Maradia Chemicals in Suiciidra- 
nagar have pumped out the precious water 
resource of Saurashtra. More and more high 
water-consuming industries are coming up 
at a very large scale in both Saurashtra and 
Kutch, like the Reliance in Jamnagar, some 
11 cement factories in Kutch and many 
more. So, on one hand by projectirtg the 
drought situation of these regions, the 
government succeeded in darning most of 
the rivers and taking away land and water 
not only from the local people, but also of 
the adjoining states and on the other, 
continued to use up the precious ground and 
other water resourcre of the drought-prone 
areas, in the name of development. Further, 
this was done and continues to be done in 
the most unsustainable and inequitable 
manner. 

The policy-makers in the state were so 
successful in projecting the water crises in 
the state and linking the dams to both 
development and drought-proneneu that 
though there were many spontaneous protest 
actions, small and big peofde’s movementi 
in the affected areas of these dams, mosi 
could talk only of just lehhbilitaiioa: nevei 
questioning thejustUkation of these projects 
or even uking who is to benefit at whosi 
cost And as the dams were accepted as tbi 


Marginalisation, Protests and 
Political Action 

IHbals and Sardar Sarovar Project 

N—tHiiiOxa 

The continuing struggle of displaced tribals against the Sardar 
Sarovar Project has to be seen in the context of the long history of 
their displacement and marginalisation to make way for 
‘development’ project. 



uvkwn of the fUte, even these movemetti 
that asked for Just rehabilitation could be 
easily sidelined. Nowhere has proper 
rehabilitation taken place, be it in Ukai, 
Kadana, Panam or elsewhere. The 
propaganda of the water problem of the 
drought-prone weas of Gujarat (ignoring 
deliberately, that water continues to be 
exported from these areas) and dams as the 
soludon for the same has been so systematic 
and plaiuied that even the veteran Gandhians 
like Babubhai Patel, Chunibhai Vaidya in 
thdr later years, had the one nuun mission 
of completing one of the largest dams built 
in the continent - the SanJar Sarovar Project 
(SSP). The same people had earlier fought 
against other dams, tooth and nail. For 
example Chunibhai Vaidya fought against 
the Datiwada and the Sipu dams for 2S years. 
Harivailabh Parikh succeeded in stopping 
the Lalpur dam in the tribal area of 
Chotaudaipur.' 

In spiteof this onslaught of the dam builders 
and the government, the displaced tribals 
and farmers have been fighting since many 
years and continue to fight in most of the 
affected areas of these dams. At some places 
it has been for just rehabilitation (Ukai, 
Kadana, etc), at some places for the riparian 
rights (Datiwada), at places to get rights for 
draw down cultivation (Dharoi, Indrasi- 
■lathmati), and at some places against the 
dam itself, as in case of Lalpur dam. The 
Report of the Ninth Estimates Committee of 
the Gujarat assembly (Suresh Metha 
Committee report), questioned the very 
fundamental issue of returns of the dams in 
Gujarat and came out with the shocking 
fact that only 4S per cent of the estimated 
benefits are being achieved in the irrigation 
projects of Gujarat. In fact, the detailed 
reports of this committee regarding Daman- 
tanga and Panam projects are even more 
shocking. 

Though these issues of environmental 
and social impacts of dams were getting 
prominence in Gujarat due to people's 
struggles with support of the NGOs and 
3aitdhians, the massive propaganda of SSP 
as thelifeHneofGujarat, resulted in sidelining 
all these issues. The fact that SSP being one 
}f the largest projects, would have social 
and environmental impacts on a very large- 
scale was conveniently pushed out of the 
public minds. SSP beaune the symbol of 
development, almost sacred, and even to 
raise questions about it became a crime. The 
peoples’ struggles that had raised serious 
issues as far as the other dams were concerned, 
were soon pushed under the carpet and to 
Ulk about dams, and in particular about SSP 
became more and more difficult and soon 
the environmem created in the state becariK 
so vicious that to ulk of displacement and 
dams became almost impossible. One could 
talk of reh^litation only and to question 


or ask whether it was justified or necessary 
or possible became a taboo. Similarly to talk 
of watershed management and alternatives 
in water was all tight but it became impossi¬ 
ble to evaluate or compare or project them 
as alternatives to dams. Even the leading 
NGOs of Gujarat working in the water and 
environment issues in Gujarat kept away 
from these debates which otherwise were the 
need of the hour with so much experience 
and struggles and studies that had opened 
up these issues not only in the state, but all 
over the world. 

It was against this background where on 
one band the SSP was being projected as the 
lifeline of Gujarat and on the other there was 
a prominent history of the dam affected 
people, their sufferings and struggles that the 
tribes to be affected by the SSP had to 
decide their course of action. In all, 245 
villages of the three states (Gujarat, 
Maharashtra and Madhya Pradesh) are to be 
affected by the SSP. The tribals and farmers 
of Madhya Pradesh and Maharashtra, after 
three years of working closely with the 
govemmem, in the year 1988, came to the 
conclusion that the proper rehabilitation 
would be impossible and hence they could 
not support the project. Simultaneously, the 
six tribal villages of Gujarat that had lost 
their land in the year 1961, to the consuuct ion 
of Kevadia Colony, built for the dam buil¬ 
ders, had started their struggle to demand 
land for land. Though they were the first 900 
tribal families to lose their land to the 
lifeline of Gujarat, they were paid only a 
meagre sum of Rs 80 to Rs 120 for the 
standing crop at the time of acquisition. 
No compensation was given for the land 
lost by them. They too joined hands with 
the struggle of the tribrds of Maharashtra 
and Madhya Pradesh against all pressures 
and even severe repression, both by the 
state and the contractors, Jayprakash 
Associates. 

Meanwhile in this three-yearlong process, 
other facts liad also begun to come to light. 
The enviroruncntal studies were incomplete 
and the preliminary studies showed that the 
impacts would be enormous. The ministry 
of environment had refused togive clearance 
to the project, had recommended a reduction 
in the height of the dam, and had in 1987 
given reluctantly, under political pressure, 
a conditional clearatux that it declared as 
lapsed in 1990. It was found that the benefits 
from the project were highly exaggerated, 
and that the drought-prone areas of Gujarat 
were not to benefit from it. The financial cost 
of the project was also underestimated, and 
would be sky high, the number of people 
to be displac^ by the SSP was escalating, 
for exarnple it came to light that about 
1,50,000 families were to lose their land to 
the Narmada canal out of whom about 25 
per cent were to lose all their land and they 


too were not considered project affected 
people. Their land was simply acquired on 
paying them small amounts of cash. It also 
berame clear that the people dow ns tre am of 
the dam, living in ab^ 200 villages and a 
few cities like Bharuch were also to be 
severely affected, especially the 10,000 
fishermen and theirfamiliesdqiendenl srrfdy 
on the flsh of Narmada for their livelihood 
- it was only very recently that the 
government agreed that th^ will have to be 
rehabilitated, though there is no plan, no 
policy even on paper today. Moreover, the 
other population in the downstream that of 
the fanners, urban popul^ion, etc, continue 
to be ignored. It ^so became known that 
many tribals were to lose their land in the 
compensatory afforestation programme and 
the catchment area treatmeiu programme, 
there is no estimate of how many will be 
aHected though theeffect has already stmted. 
Similarly thousands of tribals are to be 
seriously affected with the declaration of the 
Shoolpaneshwar sanctuary, planned to 
compensate for the forest loss in the SSP and 
an alternative home for the wildlife in the 
submergence area. The whole problem of 
secondary displacement had already start¬ 
ed coming to light. The governrnem in 
Maharashtra had started evicting the tribals 
from the Taloda forest area to make room 
for the Narmada oustees in the su b mergence 
area in Maharashtra. Similarly in Gujarat 
when the absentee landlords sold their lands 
to the governinem for rehabilitation of the 
oustees in the submergence, the landless 
people dependent on these lands were 
uprooted. It became clear that the number 
of people to be affected by SSP alone was 
not less than a million, of whom only those 
to be affected by the dam were to be and 
are still conside^ as PAPs - the rest ate 
left high and dry. 

Considering the enormous social and 
environmental costs, the issue of benefits, 
the issue of cost of the project, etc, the 
struggle of the Madhya Pradesh and 
Maharashtra oustees, join^ by the Kevatha 
colony affected and later on even the cmial 
affected people in the initial 60 villages, 
ultimately raised the whole issue of 
justification of the project, who is to 
benefit at whose cost and ftiially, the 
model of development-decentralised vs 
centralised. 

The struggle of the tribals of Maharashtra 
and Maittiya Pradesh, joined by the colony 
and the canal affected people in Gujarat, 
grew to be a powerful movement tochallenge 
the SSP, and succeeded in pushing the World 
Bank out of the project and then even hall 
the work on the spillway portion of the dam 
(since January 1995). The tribals to be 
affected by SSP in Gujarat, on the banks of 
the Narmada (many even relatives of the 
tribals in thecolooy affected villages, Madhya 
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Fnadesh and Maharashtra), decided to opt 
and ask for just rehabilitation. Ciovenunent 
of Gujarat had announced a liberal 
rehabilitation package in 1988, and they 
were showered with promises of transforming 
their lives. On one hand they were made 
these wonderful promises and on tte other, 
they could not obviously say a word 
against the lifeline of Gujarat. Even the 
NGOs working with themjoined hands with 
the government in the process of evicting 
them for rehabilitation. It was under these 
pressures that many of the 4,700 tribal 
families of the 19 of Gujarat submergence 
villages started moving out from their 
homeland and were resettled in more than 
about 150 sites. 

The process of moving them out of their 
villages started some 10 to 14 years back. 
No sooner than they were moved out. the 
problems started and it started becoming 
clear to them that all is not well. This, 
combined with the natural reluctance of the 
pet^le to move, resulted in the first opposition 
to shifting in the Gujarat villages. About 35 
to 40 ftunilies of the village Antras refused 
to move. They were the only families in 
Gujarat to figirt against the government and 
resist displacement. For this, these families 
had to face serious repression by the police 
inchidiiig the tape of one of their women 
leader by police. Jails and beatings. Not only 
was thm a tremendous repression by the 
state for them to move out but even the NGO 
working with them adopted all kinds of 
pressure tactics to move them out. They 
resisted all this and still continue to live in 
Antras fiKing the threat of submergence. 
But, for a long time these were the only 
families resisting the state in these villages 
of Gujarat The test had decided to move out. 

Myth of Ideal Resettlement 

All seemed well initially, but gradually, 
the problems at the new sites, expected to 
be transitional, refused to go away. For many 
project affected people (PAFs) as part of 
tbeiroriginal villages startedgettingaffocted 
by su b mergenc e , and they started becoming 
comidetely dependent on their resettlement 
sites, the problems intensified. Even though 
the state had declared a reasonably 
progressive policy, there were serious lacunae 
and the serious problems remained, especially 
regarding the availability of land. They had 
critical probiems with the land allocated to 
them - many not given land at all, many were 
given uncuitivable land, many waterlogged 
or encumbeied land; many adult sons just 
not coruidetedasseparate families and hence 
wete left to fend for themselves without any 
land in the resettlement sites (in the original 
villages, either they had land or earned from 
forest produce or got wage labour close by) 
and th^ had to face serirNis proUem of foci. 


fodder, water. Their cattle started dying, 
they started selling their wood to make ends 
meet and gradually their debts increased. 
The tribals who were used to abundant source 
of water on the banks of the river Narmada, 
fish, plenty of fodder, fuelwood, timber, 
minor forest produce to support them, herbal 
medicines, a variety of crops that they grew, 
suddenly found themselves in an alien land, 
left to fan market economy and hostile hosts 
at many places with a severely diminished 
resource base. The Uibals who lived as a 
community, were separated from their 
relatives and families and scattered here and 
there. Theirfamiliesandcommunittes broke, 
severely affecting them socially, culturally 
and economically. A recent survey conducted 
by the oustees themselves of 53 sites and 
1.643 families reveal that 48 per cent of the 
oustees have been given uncuitivable land, 
40 per cent of the oustees were cheated in 
the land deals, 43 per cent allocated 
waterlogged land, 98 per cent of the sites 
have no facility of fuel and fodder, 61 per 
cent of the sites face problem of drinking 
water, and 85 per cent face severe water 
shortage for their cattle. With lack of 
amenities, poor land, breaking up of 
communities, hostile hosts at several places, 
a tough market to compete with and thrown 
to face cash economy, the process of 
marginalisation and pauperisation started. 
With this, discontent grew and unrest began 
among the uibals who otherwise had accepted 
the rehabilitation package offered to them 
in the name of development without even 
raising a question. The oustees who had 
chosen to abandon their lands peacefully, 
started protesting. It was a difficult choice 
for them to raise their voice or question the 
government, as, to say anything regarding 
SSP in Gujarat would mean being anti- 
Gujarat, traitors. But their condition 
deteriorated to such an extent that they 
gradually decided to fight it out - come whin 
may. 

The figm of the oustees of Gujarat which 
has taken the present form start^ when 24 
families of Malu R and R site returned to 
their original village Vadgam in the year 
1992 after their repeated demands to change 
their uncuitivable land fell on deaf ears for 
four years. The matter di4 not end there. 
They had to face state repression, 
subinergence in which all the 24 families lost 
all their house nutterial and a long drawn 
battle in the Gujarat High Court (bat finally 
ordered the Gujarat govemmem to change 
their limd. In spite of the hi^ court orders, 
they were forcibly shifted out of Vadgam 
with the aid of 300 police and dumped in 
Dharampuri R aitd R site in the monsoon 
of 1994. They were shifted in pouring rain 
to a highly waterlogced site with most of 
the amenito missing. Two yean have gone 
by and yet their bi^ continues as even 


today they face seven pnUem of drinking 
water, they have no roads Unkiiig their fiekb, 
and are facing problems of unavailablUty of 
ftiel, fodder, etc. They bad to undiertriu 
many ‘dharnas’ to be able to get the 
government to solve the problem of severe 
waterlogging they were facing in which water 
used to enter their houses during monsoon. 
Eight years have passed since they were first 
shifted out ofVadtgam; eight yevsof struggle 
in which they have lost most of their cattle, 
wood, jewellery the women used to wear 
with pride and most of them ate in debt. 
Being in debt was completely unknown to 
them before. There was no stopping after 
this. The Gujarat oustees who were facing 
all the injustice mutely, picked up enough 
courage after the Vadgam incident, to raise 
their voice in protest and challenge the 
government. 

In May 1994, the oustees of Mokhdi, 
Vadgam and Shulpan who were resettled in 
about 10 R and R sites in the Dediapada 
taiuka of Bharuch district (Ambawadi, 
Piparwati, Chikda. etc) between the years 
1981-94 went on an indefinite hunger strike 
in Kevadia Colony after repeated demands 
to change their sites ai^ land due to 
innumerable problems were completely 
ignored for years. Many of them had to be 
hospitalised before the government finally 
agr^ to a dialogue. They withdrew their 
fast when they were promised that all their 
demands would be met within 6 months. 
Nothing cameof the promises as usual. Eight 
months passed by, there was no response at 
all from the government or the NGOs. 
Ultimately again in January 1995 they sat 
on an indefinite hunger strike in Kevadia 
Colony and this time, many of them had 
brought their cattle along so that they could 
return to their original village if their 
demands were not met. Once again the 
government responded with promises and 
the fast was withdrawn, but this time many 
of theoustees returned to their original village 
Mokhdi, in spite of prohibitory orden that 
were passed that no one could go back to 
Mokhdi. 

All that has happeited after this long 
struggle of about 3(10 PAPs resettled in these 
lOsites is that false cases havebeenregistered 
against them of having resorted to violence 
and having beaten up the SSNNL officials, 
because of which the government has justified 
its inability to do anything further in the 
matter. On the other harid theoustees continue 
to suffer. Many of them have abandoned 
their sites and have migrated to Surat and 
Bharuch as construction labouren, many 
who are a little more lucky and whose lands 
intheoriginal villagehave not yet submerged, 
have returned to their original village. Many 
of them have abandoned their houses in the 
rehabilitation site itself - unguarded, and 
have taken refiige with their relatives. One 
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can lee thdr emfity-abandoiied houtM in 
these sites, now collapsing or bdng looted 
as they lie unat ten ded. And yet, after all this 
suffering, which has drained them 
eCDnaiiilcally,einotlanaIlyandsociaUy,they 
continue to fight. 

Their plight is so severe that they have to 
abandon their houses and costly house 
material as they have no money to hire tnicks 
to transport thdr property to their original 
village. The option of returning to thdr 
original village empty handed, is yet preferred 
by theoustees than coiUinue staying in misery 
in the R and R site or migrating to dries as 
labourers and living in slums. In July 1996, 
a programme of hoisting a flag in the first 
village to be affected by the dam was taken 
up to declare that they will take back 
possession of the lands and villages bdonging 
to them for generations. Hundreds of oustees 
from the 19 affected villages of Gujarat, 
declared on the same day that the same battle 
will be carried to all the remaining villages 
of Gujarat and they will take back thdr lands 
from the government. 

A total of 175 families were resettled at 
Malu R and R site. But over a period of five 
years many of them shifted out of the site 
due to differem problems. When the Vadgam 
oustees shifted out of Malu and returned to 
their original village, the government 
persuaded the remaining families to stay 
back and promised them that thdr problems 
will be solved. Many of the oustees therefore 
stayed back in Malu with a hope that the 
government will certainly do the needful. 
They waited for many years but in vain. 
Ultinutely in June 1995, out of desperation, 
25 familin of village Gadher decided to 
return to thdr origiruti village. They hired 
six trucks, loaded thdr house material and 
started for Gadher. But immedi^ely they 
were stopped by the police. All the truck 
drivers were ordered to take the trucks to 
a school, the trucks were detained for two 
days for which the oustees had to pay and 
all the property of the oustees iiKluding food 
grains, utensils, etc, was confiscated by the 
police. They became refugees andli^ to 
depend even for thdr basic needs on others. 
In spite of this the 25 oustee families decided 
togoback toGadher, leaving thdrbdongings 
behind. They built small huts in Gadher and 
thdr relatives provided them with food, 
clothes and utensils. But it was difficult to 
cultivate their land without agriculture 
implemenu. They once more hired trucks 
and made one more attempt to get thdr 
bdongings to Gadher. But once again they 
were flopped on thdr way to Gadher and 
the trucks and thdr belongings were taken 
back to Malu after the oustees were arrested. 
They were not allowed to take thdr goods 
once again and police have been permanently 
posted at Malu. More than a year has passed 
and the governme nt has not come forward 


to solve their problems. Instead these oustees 
were attacked in Gadher and thdr houses 
burnt dowa Some of these oustees fled to 
thdr relatives’ houses but the rest cordnue 
to live in Gadher even today by rebuilding 
thdr huts once more. Meanwhile they have 
been joined by SO more oustees who have 
abandoned thdr rehabilitation sites in the 
past one year. 

These are no longer isolated cases. The 
deep-rooted and widespted frustrations built 
up into resentment, and the spoiuaneous and 
isolated protests became more organised and 
ubiquitous. This was accompanied by a 
marked withdrawal and decrease in the 
activity of the NGOs who had been 
instrumental in getting these PAPs to shift. 
In many cases, tJie resentment among the 
PAPs against the government extended even 
to the NGOs, who had made these oustees 
move but were now not doing anything to 
address thdr severe problems. Today if one 
goes on a visit of these 19 villages of Gujarat, 
one can see hundreds of families who have 
returned with thdr cattle and are living and 
cultivating thdr land - in Mokhdi, Gadher, 
Makadkheda, Antras, Hapesh war, Pachtiwli, 
etc. The battle of the Gujarat oustees is 
growing stronger as they are now joining 
hands. Ear1ier,theousteesfought independent 
of each other but now a large number of them 
have come together and have formed thdr 
organisation, Gujarat Visthapit Sangharsh 
Samiti and have also joined the anti-dam 
struggle, Narmada Bachao Andolan. 

It has been a long and a very difficult 
journey for these Gujarat oustees - a journey 
from supporting the government and 
accepting rehabilitation to joining thdr 
brothers and sisters in Maharashtra and 
Madhya Pradesh in thdr arui-dam struggle. 
They still have a very long way to go, with 
the Gujarat governmem growing more and 
more adamant and the threat of the dam 
going ahead, subnterging thdr remaining 
lands in thdr original villages, which they 
aredesperatdy try ing to save from distrucrion 
and a hostile atmosphere where even today, 
most people including several NGOs prefer 
to ignore them. These oustees are now 
determined to return to thdroriginal viilages 
and once again settle there. They are 
demanding that the governmem open up the 
sluices at the foot of the darn, so that the 
water stored behind the partly completed 
wall is drained away, and thdr lands, part 
of which have been submerged, are fteed 
from the same. 

But. battle lines are clearly drawn now 
even in Gujarat, and a serious one in that 
matter, wheqe the tribals oitce supporting 
the government are shouting 'koi whi 
haiega, bandh itahi banega' (No otre shall 
move,lhedam will not bebuiltj.are returning 
to the original villages with the determination 
to stay put, while the Gujarat government 


seems determined to go ahead with the 
project. 

The story of marginalisation of the tribib 
conrimies inifaenameofdevelopineataaihe 
oustees after disfdacement ue again beiiig 
affected by one or the other devdopmeat 
project Fbr example oustees of two sites in 
De^yapada taluka, are to be again dis¬ 
place by another dam, Bharada. The 
tribals affected by the rock fill dikes of SSP 
are agai n no w bei^ affected by a chedt dam, 
many tribals are losing'their lands to the 
compensatory afforestation progranuae 
taken up to compensate for the forest 
lost in SSP, or are bdng affected by the 
Shulpaneshwar satuxuary. Similarly, the 
tribals who have lost their resoutoes to the 
Kevadia colony are to be further affected 
by the Garudeshwar weir or rtuuiy of the 
resettled tribals are losing their laoA to the 
Narmada canal. 

The situation of the tribals affected by the 
SSP is a part of the larger picture of the 
marginalisation of tribals and the diversioo 
of thdr resources to the elites at tbeirexpense 
throughout the state. The advent of the new 
economic policy, and the mindless rush for 
industrialisation in Gujarat has intensified 
this process. Though the battle fbr the ttflials 
seems quite tough, there is a hope as stmiJar 
struggles of peasams and tribalt affected by 
such dams or other dev el opment projects, 
including industries have started oonni^ 
together. The Gujarat Visthapit iSankalan 
Samiti, has been one such umbrella 
organisation, where about 30ptqjectaRecsed 
peoples organisations have come together, 
not only to seek just rehabilitation of aB 
those already displaced aixi question the 
inconsistency of tdiabilitation policies from 
project to project but also to questian the 
very possibility of lehabilitatkio and the 
mo^ of devdopment being pr om oted m 
the state today. A mass gmhering of dieae 
project affected people from alloverthestale 
in Ahmedabad. laid down the beginniBg of 
a joint straggle which also has on its agenda 
to join other such displaced peoples 
movements, all over the county. 

It is now clear through past and ongoing 
straggles around dams a^ such develop¬ 
ment projects that the present model of 
developroent, not only ignores the tribals b« 
is actually based on their resouroet which 
are taken away fttui them. Theae slniggleB 
have made it imperative that tins model 
needs to be urgently and co mp re hen sively 
evaluated even as the unrest among them 
coniiraiesto grow aU over. Thisre-evahwrion 
will necessarily have to be accompanied by 
a sharp decentniisarion of the dedsioii- 
making process, and ultiffiaiely, the control 
on these resources. In the end. these strug¬ 
gles are in essence a fight to secure this 
fimdamenial social, economic and poUttcal 
equity. 
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Right to Information 

Hope and Despair 

Bharat Dogra 

While people’s right to information from the state in several areas of 
public life is accepted in principle, few states have made any efforts 
to operationalise the principle. 


RECENT activities relating to the right to 
information in India present a mixed picture 
- there are good reasons for enthusiasm 
and some equally valid reasons for 
disappointment. In Rajasthan the Mazdoor 
Kisan Shakti Sangathna (MKSS) was 
involved in several grass roots struggles for 
the rights of the rural poor, i ncluding struggles 
against corruption. A number of public 
hearings oiganised by the MKSS exposed 
the shocking extent of corruption in rural 
devek^rnem wtxks. Theexperiencc of these 
struggles and public hearings convinced the 
MKSS that if the people get a right to obtain 
photocopies (or certified copies) of records 
relating to all rural development works, this 
will significantly increase their participation 
in these programmes and simultaneously 
reduce corruption. Thus the right to 
information as demanded by MKSS was 
cloiely rdated to its struggles experiences 
at the grass roots. 

Rather surprisingly, the chief minister of 
Rajasthan B S Shckhawat announced in the 
state assembly on April S, I99S that 
photooopiesofrecords of development works 
of the last five years wi II be gi ven on demand 
hot only to panchayat members of the area. 
He furtiier said that if the records indicate 
eorruption then the government will 
Mvestigate this properly and also recover 
iiKmey from corrupt persons. Having made 
this important armouncement the chief 
minister made no efforts to implement it. 
When various reminders failed to elicit any 
response for a year, the MKSS decided to 
stage an indefinite protest 'dhama' (sit-in) 
in Beawar town. Just when the dhama was 
about to start, the Rajasthan government 
issued half-hearted orders (only for 
construction works) which agreed to give 
the right to examine records a^ take notes 
but did not give theright to obtain photocopies 
or certified copies. 

Bor the fight against corruption to be 
effective the legality of documents was 
important. The importance of photocopies/ 
ocftified copies was enhanced by the low 
levelsof literacy. The MKSS recognised one 
progressive aspect of this order (that the 
right was being extended to all people and 
not just to panchayat members) but due to 
other shortcomings of this order the MKSS 
decided to go ahead with the protest dhama. 


The dhanu was extended to Jaipur after 
some days and continued for 40 days. Then 
the state government agreed in principle to 
MKSS demands and appoimed a committee 
under the chairmanship of the additional 
chief secretary Arun Kumar to examine the 
various practical aspects of this right. 

The Arun Kumar Committee supported 
the right to obtain photocopies and/or certified 
copies, and suggested practical steps to 
facilitate this right. However, the govern¬ 
ment held back the contents of the report 
submitted in August 1996 from people and 
activists. In view of the cominuing unhelp¬ 
ful attitude of the government, the MKSS 
formed a state-level networking for the right 
to information and together they held 
protest dharnas at all division head¬ 
quarters, culminatinginanindefinitedhama 
in Jaipur from May 26, 1997 which is still 
continuing at the time of writing this article 
(June 22). 

Once again just before this latest dhama 
started, chief minister Shekhawat made a 
dramatic announcement at the chief 
ministers’ conference in Delhi on May 24. 
He made four specific points in the presence 
of all chief ministers: (I) Instructions to 
provide photocopies have already been 
issued. (2) These photocopies can be obtained 
by any citizen or organisation. (3) 
Disciplinary proceeding will be initimed for 
non-supply of photocopies. (4) In addition 
the official Hindi version of the speech also 
says that adequate arrangements ('pukhta' 
‘vyavastha’) for taking this right to people 
have already been made. 

However, it soon became evident that no 
such wide-ranging orders had been issued 
or arrangements made till the date when this 
announcement was made. This became 
evident when following a cabinet meeting 
U) discuss this issue on June 6, the govemmera 


merely appointed yet another coamiittee. 
to be heatM by the deputy chief minister 
Harishankar Bhambra, to look into the 
various aspects of the right to information, 
nine months after a similar committee had 
already submitted its report. So the Rqjasthan 
government has lost a golden chance to 
become a pioneer in the field of information ' 

right, inst^ earning a dubious reputation | 
for making false promises. 

In Madhya Pradesh also the state ' 
government went back on its promise to 
introduceinformationrightlegislationinthe i 
last session of the state assembly. However, 
the chief minister has at least extended sup¬ 
port to the commissioner of Bilaspur, 
Harsh Mander, who has made a pioneering 
breakthrough in making the right to infor¬ 
mation a reality in several signilicant areas 
such as the public distribution system, 
construction works, pollution control and 
government appointments. Available reports 
suggest that the introduction of right to 
information with respect to public distribution 
system had a significant impact in reducing 
blackmarketing and corruption. In many 
villages the access to fair price essential 
commodities improved to a substantial extent. 

In a highly polluted area like Korba, the 
sharing of infoimation on pollution levels 
contributed to raising public consciousness 
as well making the officials more careful 
about monitoring and controlling pollution 
level. 

In Tamil Nadu the state govenunent has 
already enacted a right to information 
legislation, but it is so full of exemptions 
and inadequacies that it has not evoked 
much enthusiasm. At the level of central 
government, it now has two drafts on right 
to information legislation. One of these was 
prepared by the Press Council of India after 
consultations with a wide range of activists, 
officials and scholars. The second draft has 
been prepared by ‘the Working Group on 
Right to Information and Promotion of 
Open and Transparent Government’. This 
Working Group headed by H D Shourie was 
appointed in January and submitted its report 
in May. This group constituted of eight 
officials and only two non-official memben. 

The first draft prepared by the Press Council 
of India is a more progressive piece of 
legislation and deserves greater support by 
activists. 


* Back Volumea 
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PERSPECTIVES 


US Industrial Scientists 
Alienation and Elitism 

Roll Vamu 


Structural changes in the capitalist economy in the US brought about 
by globalisation are leading to a decline in the status of industrial 
scientists. With the restructuring of corporate R and D, research is 
entirely driven by market forces and research goals defined by market 
needs. An essay on the changing face of corporate R and D ^ed on 
interviews with industrial scientists. 


Introduction 

MARXIST scholars in the US have placed 
professionals in the capitalist political 
economy and analysed their status in terms 
of capitalist relations of production. Marx 
argued that with the development of 
productive forces beyond the mode of 
primitive communism, the society is divided 
into classes, having different places in the 
production process, different relationships 
to the means of production, and different 
methods of distribution of products. A 
capitalist society is divided into two major 
antagonistic classes; a small capitalist class 
which owns the means of production and the 
labour powerof workers, and a large working 
class which does not own the means of 
production and hence sells its labour power 
to the capitalists. The ownership of both the 
means of production and labour power entitles 
the capitalist class to appropriate the surplus 
labour of the working class. 

Marxist scholars see professionals as the 
working class proletariat since they possess 
no capital and work for others. Derber( 1982) 
predicted that eventually, professionals will 
wither away through the continual process 
of proletarianisation as happened to the 
ind^ndent artisans and craft workers at the 
turnof Ihecentury. Braverman (1974) argued 
that professionals, like the working class, do 
not possess economic or occupational 
ind^ndence, and access to the labour 
process or the means of production outside 
their employment. Larson (1977) suggested 
that professionals ate increasingly providing 
their services to state and corporate markets 
which, in turn, bansform thdr status from 
‘free’ to ‘dependent*. McKinlay (1982) 
proposed that professionals working within 
bureaucracies are divested of control over 
certainprerogittivessuchastheqtuliricBtions 
for membership, the content of training, 
autonomy regaling the terms and contem 
of work, the objects of labour, the tools of 
labour, the means of labour, and the amount 


and ratcof remuneration forlabour. Carchedi 
(197Sa, 197Sb) argued that the new middle 
class experiences de-qualification of labour 
by havingmore skills than required to perform 
the new si mpler operations due to continuous 
economic and technical changes. 
Oppenheimer (1973) suggested that 
professionals face de-skilling as industry 
reduces cost, increases proru. and enhances 
control over the labour process. 

In an interview with 47 industrial scientists 
of centralised corporate research and 
development (R and D) laboratories in the 
US, I found that structural changes in the 
capitalist economy brought by globalisation 
are leading toadeclining status forindustrial 
scientists. Although scientists are highly 
qualified, their research is being driven by 
market forces with the restructuring of 
corporate R and D. not vice versa. However, 
the scientists do not consider themselves 
as ever being reduced to the standards of 
the working class. I discuss the disparity 
between objective reality and subjective 
perception of scientists within the Marxist 
class theory. 

Restructumno Corpoxate Laboratory 

The context for deterioration of US 
industrial scientists is recent changes in the 
global economy. The new reality is that US 
manufacturing companies are operating in 
a global economy where over 70 per cent 
of the goods they produce compete with 
merchandise from abroad. There has been 
a shift from a situation in which a high 
technological capability was uncommon to 
a situation where high technology capability 
it well-distribuled aimng many countries. 
As hi-tech industries became an importaiM 
component of the US gross economic output 
and its standard of living, the US imhotiies 
slowly lost the status of a leading producer 
of hi-tech products abroad and at home. In 
the I980t, US hi-tech industries were faced 
with intense competition from Japan and 
Europe. By the 1990s, competition opened 


on another front, from newly industrialised 
economies such as South Korea and Taiwan. 
Since the early 1980s, the US has been 
unable to stay ahead technologically and 
commercially in those goods and services 
that are likely to constitute a larger share 
of value add^ in the fumre (Reich 1983; 
Cohen and Zysman 1987; Dertouzos, 
Lester and Solow 1989]. After making 
major technological advances in products 
such as transistors, radios, colour tele¬ 
visions, video cassette recorders, steel, 
automobiles, and numerically controlled 
machine tools, the US lost these markets 
to foreign producers. 

Many Arneiican companies are dealing 
with the problem of their inability to compete 
in the global market with financial 
restructuring such as lever^ed buy-outs, 
mergers and acquisitioiu, and hostile and 
friendly take-overs [Adanu and Brock 1987; 
Academy 1990]. These strategies are 
designed to generate higher values for 
shareholders. American companies in the 
existing finarKial environment are rather 
vulnerable to take-over if their stock price 
stays persistently below the breakup value. 
There is more emphasis in companies 
investing in stock buy-outs than investing 
in research. 

The growth of US industrid R and D 
expenditures has slowed in inflalion-adiusted 
dollars since the mid-1980s. From 1979 to 
1984, industrial R and D expendituies in 
1987 constam dollars grew from $ 38,271 
million to$ 89,236million, an average anwal 
increase of 7.4 percent. However, the growth 
rate of industrial R and D expenditnies 
was reduced to 3 per cent per year during 
1984-89. In 1989, constant dollar 
expendimees actually declined (for the first 
time in 14 years). Since then induacrW R 
and D expendituies have contiiiued todedine 
in constant dtdiars, from $ 93,873 millioa 
in 1989 to S 90,711 millidn in 1993 (NSF 
1993:90, 333]. During the entiie 1983-93 
period, industrial R and D expenditures have 
been virtually flat. Since 1991, IBM, AT and 
T, General Electric, Kodak, Texaco, and 
Xerox have cut down S 1.73 billion. S 300 
million, $ 300 million. S 2(X) million. S 90 
million, $ 30 million, respectively, from 
their annual R and D budget (Cauley 1993; 
Bl]. 

In addition to these dechnes in indusirial 
R and D expenditures, many leading 
companies have been involved in leplaciiig 
what I cdl the autonomous model for their 
centralised corporate laboratories, and 
implementing a new research sttiSegy, what 
Icril the linkage model (Varraa 1995). Under 
the autonomous model.coiporatelabonaoiy 
was considered crucial for the cauRpany’s 
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growth and there was stability in the funding 
of research. Corporate laboratories received 
most of their funds by a flat tax on the sales 
or profits of the various business divisions 
of the company. Scientists and managers 
selected research projects on the basis of 
generic interests of the company, technical 
feasibility, and scientific breakthroughs 
relevant to the company. Corporate 
laboratories enjoyed a large degree of 
autonomy from the rest of the company in 
choosing research projects. Many R and D 
nuuiagers supported exploratory long-term 
research if they believed that the proposed 
research results would be eventually 
beneficial to the company. 

Urtder this model, many corporate R and 
D labs produced promising research results, 
which changed the face of these companies. 
General Electric lab invented central 
electricity generation, motion picture 
systems, phonographs, incandescent electric 
lamps, radio, and X-rays. Xerox' s PARC lab 
invented laser printing and on-screen icons. 
IBM transformed itself from a typewriter 
company into the world's most important 
provider of powerful office technology. The 
Bell Labs invented the cellular technology, 
saritching networks, the transistor, and the 
satellite. Du Pont converted itself from an 
explosives manufacturerimo alaige chemical 
company by inventing nylon and the complex 
technology to manufacture synthetic fibres, 
synthetic rubbers, fluorocart^s, and safety 
glass. 

Yet, many of the results produced by 
corporate R and D were not converted into 
useful products and processes [Florida and 
Kenney 1990; Smith and Alexander 1993]. 
There are various barriers in utilising research 
results from R and D labs [Sheth and Ram 
1990]. Consequently, since the mid-1980s 
many leading corporate laboratories are 
implementing what 1 call the linkage modei 
[Yarma 199S]. Under the linkage model, 
most of research is being linked directly to 
development, engineering, and manufactur¬ 
ing known as business divisions. Most of 
research funds are being generated by the 
company’s business divisions. In 
collaboration and consultation with business 
division people, R and D managers and 
scientists sdket projects that are closely 
aligned to the company's existing products 
and processes. They depend on contracts 
from different business divisions of the 
company for their reseaich efforts. Business 
division managers fund projects which deal 
with their specific problems, and are short¬ 
term. Since projects are financedby business 
people, and ^ne specifically for their 
di viskm, it is assumed that they would recei ve 
the developed technology and utilise research 
results. Fot instances, at General Electric 
corporate R and D, two-thirds of the budget 
is funded from its businessdi visions. Xerox's 


PARC Lab now gets detailed contraett from 
the company’s product divisions. The Bell 
Labs is shifting its focus to information 
science to address customer’s needs in its 
businesses. The IBM research lab’s staff of 
scientists has been cut by nearly 20 per cent 
and the number pursuing basic research by 
half. 

What Have Scientists Lost? 

As many leading corporations are refdacing 
the autonorrwus model of research i^th the 
linkage model, immiseration of industrial 
scientists is taking place [Varma and 
Worthington 199S]. The autonomous model 
was based on the assumption that scientists 
work best when they have significant input 
and their projects are not dictated by othm. 
Consequently, scientists had autonomy to 
generate research projects. It was rarely the 
case that managers would specifically tell 
scientists what to do. The managerial 
challenge was to get scientists interested in 
particular areas. Under the linkage model, 
scientists are losing control over project 
selection process. Scientists either have to 
look at the business divisions to find out 
what problems need to be solved, or they 
are informed by business managers about 
the work that needs to be done. 

Formerly, scientists generated research 
projects on the basis of technical interests 
which remained within the general goals of 
theircompany. Managers supported projects 
on the basis of their intuition about the fit 
with company’s goals, benefits of the 
proposed technical knowledge, track record 
of scientists, and cost. Now scientists’ 
research can no longer be only potentially 
related to the company’s products and 
processes. Managers furid projects mostly 
on the basis of business interests that have 
displaced technical criteria. The impact on 
problem formation is direct. As one scientist 
said; “Three or four years ago, my manager 
told me that [the company] is not going to 
support my line of work. So I had to move 
to [current] area which has more funds.” 
Scientists’ real focus has become “where the 
money is coming from and what the needs 
of people who are funding the research are." 

Prior to the linkage model, research was 
supervised by R and D managers who had 
degrees in science or engineering. It was 
believed that only such tnatuigers could 
appreciate the research process and 
un^rstand the particulan of a pnject. Even 
with technical managers, scientists faced a 
problem in justifying projects if those 
managers had expertise other than in the area 
concerned. Such tnatuigers could not make 
a technical assessment of scientists' work. 
With the linkage model, scientists have to 
deal with business managers as well as their, 
R and D managers to get projects funded. 
Business division managers have expertise 


in finance, busineu, accounting, budgeting, 
marketing, and so pn. They support projects 
on the basis of cost-effectiveness rMher than 
technical feasibility. Now scientists are 
having a hard time to debate the scientific 
and technical merits of theirresearch projects. 

Under the autonomous model, many 
R and D managers had long-term 
perspectives. They believed that research on 
f^Bst-tnoving technologies of generic interest 
to the company would be profitable in the 
long tun. As a result, scientists were able 
to convince their managers to support basic, 
long-term, research projects. With the 
implementation of the linkage model, 
scientists cannot get funding from business 
division managers unless their proposals ate 
addressing specific proUems of business 
divisions and are short term. R and D 
nuuuigers are unable to support long-range 
scientific research because there is a pressure 
on them to show immediate financial returns. 
Thus, there is a m^oralteration in the relation 
of scientificknowledge to production. Where, 
under the autonomous model, scientific 
innovations created theirown markets, under 
the linkage model the demands of the truuket 
limit sdentifle innovation. One scientist said: 
“People in business would like to do exactly 
what they have been doing, that is modi fying 
Che equipment...They don't want to consider 
anytiting which will be useful to them in a 
few years.” 

Research is now conducted under short¬ 
term contracts. If scientists do not have funds 
for their projects, then they have to move 
to other projects. Scientists with inadequate 
funds arc required to work with scientists 
with more funds. Such shifting of scientists 
from one project to another is often damaging 
to their career, as well as to their professional 
identity. Their career accomplishments and 
knowledge in a given area are going unnoticed 
and untested. As one scientist said; “Some 
of my colleagues left for [academia] because 
they were unable to switch to the area which 
had mote money.” Scientists, whodid mostly 
research prior to the restructuring, now have 
to spend a significant amount of their time 
doing marketing for their projects. The 
funding process which came with the 
restructuring, forces scientists to take the 
new role of ‘salesperson’ in order to acquire 
funds from business divisions. 

Furthermore, scientists are driven to have 
too many projects to raise funds. Often, such 
projects are diffoent from each other in the 
sense that there is no underlying common 
theme. Now, scientists have to diversify, 
which is not healthy for their careen and the 
quality of research. One overburdened 
scientist complained: “At this point I have 
no'other choice than to take two nutjor and 
two minor projects. Two of these projects 
are barely related to each other. How can 
I do my best on these projecu?” Reduction 
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in R and D fundi meam fewer technician! 
and leu mouicei are being auigned to 
sdeiuisti than had been in the put. However, 
the number of projects being carried out in 
a corporate laboratory hu hardly changed, 
and the workload of scientists lu» not 
decreased. As a result, in addition to 
traditional research responsibilities, the 
scientists’ time it taxed further by having 
to pitch prajecu to funders and complete the 
work which wu performed eariier by 
technicians. The reward system hu also 
changed with the restructuring. Now 
scientists are being recognised by managen 
if they have generated financial support for 
their projects rather than research results, 
which wu the case in prior years. Scientific 
conlributioiu are still appreciated under the 
linkage model; but, th^ need to have a 
financial backing. 

Interviews with scientists provided 
information that substantiated some upects 
of the Marxist theory of the proletarianisation 
of professionals. There has been a 
deterioration in the scientists’ working 
conditioru u their research time is divided 
by the competition for project funding, and 
hy decreased funding for laboratory 
t«dmicians. Their expertise is sacrificed u 
they labour to sell itkat already limited by 
■cost effectiveneu. Industrial scientists have 
always been subject to some organisational 
control, but they worked under conditions 
that gave them comparatively greater 
autonomy than found in other de^ments. 
Earlier they were autonomous enough to 
perform research in accord with their own 
experimental designs, and without direct 
managerial supervisiotL Today, scientists' 
work is controlled directly through the 
allocation of increuingly scarce research 
funds. Research duigns now follow funding 
usdentists try tornado with leu resources, 
leu time, and leu autonomy. Yet, scientists 
do rwt believe that they will ever be 
proletarianised because they will remain 
different from non-technical workers. 

These scientists attached more importance 
to the differences between them and non¬ 
technical worken than to the similarities. 
The general view of the scientists wu; ”It 
'ddesn’t really matter that I work for the 
company, get a salary, and report to my 
iiianager...ldiffabecauselearn mote money, 

I am technicaily qualified, there is more 
prestige attached to my job, and I have lots 
of freedom.” 

Almost all scientists distinguished 
themselves from non-technical workers on 
the basil of their advanced degree. Scientists 
belong to occupations which demand highly 
specialised knowledge and skill acquired by 
prolonged education that is certilM by an 
university or a research institute 'Their 
knowledge is formalised into concepu, 
theories, abstractions, systematic 


explanations, rational reasoning, and 
justirtcation of the facts. What they are 
in voived with caiuMt be done by people who 
do not have similar knowledge a^ training. 
Thdr education involves a system of beliefs, 
such u the relation of cause to effect, which 
are considered scientific. Because of 
specialised education and training, scientists 
cannot be id^aced u euily u non-technical 
worker. In one scientist’s words: “We are 
not task oriented. We are concept oriented. 
It comes horn a different frame of thinking. 
If you put ascientist in anon-scientist position 
and vice versa, it will lake the scientist leu 
time to learn non-scientist’s stuff than vice 
versa. But both would be unhapply.” 

High income turned out to be the next 
major dividing line between scientists and 
non-technical worken. Scientists felt that 
they are paid better than non-technical 
workers because of their higher education, 
technical skills, and experience. According 
to them, scientists do not have and do iMt 
need trade unions u do non-technical workers 
to negotiate their salary and other benefits. 
Still, scientists’ pay is high. The average 
yearly income of scientists whom I 
interviewed wu $ 70,000. Non-technical 
workers’ income does not compare with 
such a high figure. Instead of tia^ unions, 
scienti sts belong to professional associations 
that are primarily involved in the 
promulgation of scientific knowledge. 

The majority of sciemists held that they 
make choices about what to do and how to 
do it u opposed to non-technical workers. 
Scientists work is defined by their credentials 
and training, and is not dictated by managers. 
The kind of research scientists do is esoteric, 
complex, and discretionary in character. 
Managers have no other choice than to allow 
autonomy to scientists. Managers exercise 
indirect control by approving scientists' 
research. But they ascribe to scientists latitude 
in judgment. 

Scientists even pointed out that the 
motivation to work differs between scientists 
and non-technical workers. Scientists work 
for the company, but they also work for 
themselves and gain much more intrinsic or 
‘ego satisfaction from their research. 
Conversely, non-techical worken “work for 
their hours. They do the job, make money, 
and go home. If they work extra hours, th^ 


are paid overtime. There is not much link 
between their work at home and work in the 
company...Scientists work towards 
som^ngother than paychecks. They work 
more than the 40 houn a week knowing that 
they are not paid for extra hours. They come 
early, leave late, and take their work home. 
What they do at home is related to what they 
do at weak.” Scientists give ail this tinw 
because their work it more importark than 
leisure, and their labour is creative. 

Scientists also pointed out that they tfiffer 
from other professkmals, namely, managen. 
Coiporate laboratories tend to de-emp has ise 
the distinction between managers and 
scientists. 'There is no glau ceiling for 
scienti sts and they can choose the managetid 
ladder. However, scientists believe that 
managen are technical people who do not 
share a collegial relationship with the 
scientists. All sdentisu interviewed had 
managen who have training and experience 
in working u scientists before they undertook 
managerial responsibilities. But scientists 
believed that the moment sciemists become 
managen they are 'another breed’. They 
start 'judging' scientists insteadof managing 
research. According to scientists, managen 
lose the penpecti veofthetdemisL Managen 
differ fiPOTscientittsover what goa ls ws eatefa 
should pursue, bow the choice should be 
made, whether directum for research should 
change,and what projects should bedrappedL 

Interviews show that sekaatists are not 
looking h> cultivate ertberanaddfeorwoikiiig 
clau identity; rather, they are trying to recast 
themselvet as an autorwniottsdinkage hybrid. 
They engage in a variety of oriemations 
toward their changing workplace and job 
definitirm that serve, in turn, to nutigaie the 
friction between theautoBomo u s and Bnka g B 
models as sources of identity Md slBlus, asul 
as alterations in the way scienlifk reseinh 
is carried out. 

OaiBcnvisM and SuamenvoM 

The interviews with industrial sciemists 
show two interesting trends: 0) objectively, 
an erosion of the sciemists’potitkm in rcrins 
of status, prestige, and a u tonomy, with the 
implementmion of the linkage modd; and 
(ii) subjectively, a straggle on the part of 
scientists to maintain their 'c a reer capital' 
vir-o-vtr non-technical workers. lattensptto 
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shed some light on this dichotomy by 
revisiting the Marxist class theory of 
professionals/'scientists. 

Marxists have noted that with the 
development of monopoly capitalism, the 
indiviihial capitalist don not own the means 
of production. Rather, ownership is 
fragmented among a number of managers 
[Bravennan 1974:259]. Further, there has 
been a separation between the real and legal 
ownership of the means of production 
[Carchedi 1975a]. With the development of 
public ownership through stocks and shares 
of private companies, it is the stockholders 
who have the legal ownership of the means 
of production. The real conttx>l over means 
of production belongs to the chief executive 
officer and top managers who decide what 
and how much to produce. Although workers 
may have legal ownership of the company, 
this does not translate into a voice in any 
decision-making related to production. 

Like workers, scientists do not have a real 
economic control over the means of 
productioiL They may partake in the right 
of legal ownership in the company, but the 
shares they own, together with the scientific 
knowlec^ they possess, do not include them 
in production d^isions. Scientists are not 
involved in planning for production (where, 
how much, the number of workers to be 
hired or fired), mariceting, international joint 
business ventures, and so on. Most 
significantly, the successful scientists whom 
I intervievi^ did not participate in the 
lestiucturingof corporate laboratories, which 
is now having an adverse effect on their 
careers and on the direction of research. 
Furthermore, scientists, as sellers of their 
labour power, are supervised by managers 
(though this supervision tends to be indirect 
and less coercive than that experienced by 
non-technical workers). Although sciemists 
enjoy a considerable degree of autonomy 
within the research process, final decisions 
regarding research projects and funding are 
made by managers. Scientists only propose 
prajects and determine research designs after 
they have been funded. In the last analysis, 
it is the manager who decides what piojects 
to undertake, the time limits on achieving 
desired ends, and the discontinuation of 
projects that fail to meet expectations. 

Thus in the structure of cafritalism. minoted 
in the organisation of thecorporate laboratory, 
the scientist, as wage earner and supervise 
employee, occupies a dependent position in 
the production process like non-technical 
workers. They have freedom in their work 
and enjoy tetter wages and working 
conditions than do non-technical workers, 
but their relative autonomy does not include 
them in the managers’ place as the real 
owners of the means of production and 
appropriators of surplus value. These 
structural ties to the proletariat noted by 


Marxist analysts'are supported by the actual, 
alienating experiences of the scientists in the 
work place. 

For sciemists today, research is determined 
mostly by marketability. With funding cuts 
to R and D. scientists find themselves working 
on more projects outside their paiticular 
realm of expertise. Further, they are also 
doing jobs once petfomied by lab technidaiu. 
Thus, their responsibi lities to the corporation 
have increased and become more 
pronounced, while their job security has 
declined. Earlier, scientists created markets, 
values, and needs, with theirexpertise. Now 
markets and profitability are the main 
determinam of scientific research. 

Yet, scientists do not perceive themselves 
as powerless non-technical workers 
dependent on management for their existence. 
The evidence produced in other studies also 
indicate that alienation and apathy have been 
the responses of scientists to even harsher 
condition.x such as unemployment, as 
opposed to increased union activity and 
radicalism. Kaufman (1982) found that 
professionals’ expectations are high, 
identities are invest^ deeply in their work, 
and though unernployrnem is traumatic, they 
are still not politicised. Levmitman’s (1981) 
study found that unemployment only 
heightened the antipathy of professionals 
toward vested organisational interests. It did 
not increa.<ie working class consciousness. 

Non-technical workers in industry also 
maintain a ‘boundary’ with professionals. 
The major labour organisations in the US 
have continued to focus on manual labour, 
with the major exception of professionals in 
public sector [Melksins and Smith 1993]. 
Recent increases in unionisation rates among 
professionals are almost emirely caused by 
theriseingovernmentorganisaiions[Levitan 
and Gallo 1989]. Industrial scientists in 
corporate laboratories have no direct contact 
with manual workers and have not been the 
object of much organising by the labour 
organisations. 

Marxist analysts have observed that a 
division of labour between manual and mental 
work has been extended into the worker’s 
end of the production process. A final product 
is the outcome of a complex division of 
labour in which many workers participate 
on a variety of different levels. Carchedi 
(1975a) uses the term ‘collective workers’ 
as a substitute for the traditional Marxist 
concept of a working class to describe these 
changes within the organisation of the 
proletariat. 

This category of ‘collective workers’ 
provides sciemists with a place in the non- 
owtwr side of the production process. 
Sciemists perform research for the company 
to develop a new prxxhict or process, or to 
improve an existing product or process. They 
are involved in the moital work of production 


by virtue of their higher education am 
technical skills. Managernem ascribes h 
scientists latitude in judgment because the' 
possess specialised knowledge and skills 
Managers cannot rely on non-technica 
workers as a substitute for scientists. The) 
arc dependem on scientists’ expertise fa 
creating new products or processes am 
improving the old ones. Sciemists exercisi 
authority through the knowledge the' 
possess. This contributes to sdentisU’ higbei 
status in the organisation. 

On the mental side of crdlective work 
scientists also perform supervisory anc 
managerial functions within the laborator 
setting. These functions emerge not as at 
extension of the structural division of laboui 
between managers and workers; rather, tlu 
responsibilities of scientists to design, co¬ 
ordinate, plan, organise, and supervise 
research projects, are consequences of th 
openness of research. They do not exercise 
the managerial authority to hire and fire, o 
survey and rate, non-technical workers. The 
supervisory role of sciemists is a by-produc 
of the way research is organised in industry 
Their task is to enhance the co-uperativ 
nature of research. By contrast, manager, 
perform supervisory roles as part of the 
complex division of labour. Their task is tc 
maintain the existing arrangement betweer 
labour and the company, and to maximise 
the production of surplus value. Scientists 
do not belong to the class of exploiters ir. 
the Marxist sense because they do not 
appropriate unpaid labour in the form ot 
surplus value, which is produced by the 
workers. Still the supervisory function; 
necessitated by the creative side of sciemific 
research make scientists’ work similar to the 
managerial side. Scientists form alliances 
with managers not only because they are 
dependent upon them for funds, but also 
because they believe that their goals are 
intrinsically linked and they can solve their 
problems by joining forces with managers 
[Latour 1987]. Furthermore, sciemists are 
gi ven a choice between the managerial ladder 
of increasing authority and the technical 
ladder of i ncreasing status. They can choose 
the managerial ladder to be promoted tc 
managerial positions. Sciemists, therefore, 
have closer ties to management. 

Scientists exhibit characteristics of botl 
dependence and elitism. Scientists as non- 
owners of the means of production, wag« 
earners, and supervised employees, occup; 
adependent position in the work|dace.Th(» 
are sources of their alienation Mlowing tN 
restructuring of corporate iaboratoriei 
Conversely, scientistt as mental producer 
and supervisors of research, occupy 
privileged positiomin the industrial settini 
'These are sources of their elitism. Sdentisl 
can, therefore, offer detailed descriptions t 
their dependem condition, while protestin 
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an idendflcatlon with non-tedmical workers 
without any sense of self-contradiction. 

Nonetheless, interviews with scientists do 
point to the limits of class-based analysis. 
They draw a line between power as an 
attribute of the ownership of capital and the 
power associated with privilege. Scientists 
exhibit no desire to berame members of a 
particular class. What they seek, instead, is 
a remm to privilege, predicated on scientific 
knowledge. Tbus, there is little support for 
the formation of ‘professional-managerial 
class’ [EhrenreichandEhrenieich 1977], the 
‘New Working Class’ [Gorz 1980], or the 
‘New Class' [Gouldner 1979]. The friction 
due to the changes in the coqrorate laboratory 
from a science-driven to a market-driven 
mode of production, does not produce a new 
class consciousness among scientists; but, 
a new complex of social relations and 
identities, lliis is perhaps a sign of the 
usefulness of Weber’s idea of society as 
composed of social relations. 

[I would like to thank Christopher Robinson for 
his discussion and suggestion on the theoretical 
framework of this paper.] 
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REVIEWS 


Government Expenditure: Hidden 
Agendas 

ShiklMjlw 

PnUic Expenditure Decision Making: The Indian Experience by Anuradha 
Basu; Sage Publications, New Delhi, 1995. 


IN this book, Ainiiadha Basu analyses pub¬ 
lic expenditure decision-making in India 
using the concept of‘procedural rationality ’ 
due to Herbert Simon. The focus is on 
understanding administrative rules and 
procedures followed in making decisions 
regarding public expenditure. This is dcme 
through over 60 interviews with politicians 
and central government officials. The idea 
is to obtain an insight into the workings of 
the government so as to facilitate a better 
interpretation of the results achieved through 
standard approaches to analysing public 
sector expen^ture decisions. As case studies, 
Basu anidyses public expenditure decision¬ 
making in three sectors, namely, fertilisers, 
irrigatioa and education. 

The book provides an excellent discussion 
of how the central government functions 
with decisions made at three interactive levels 
of political, buretmcratic and management 
coiitixri, and with extensive interlinkages 
among the legislative and executive 
institutions of central and state govern¬ 
ments. The discussion includes, e g, how 
the annual budget process takes place - how 
total expenditure is distributed among 
different spending ministries and sectors, 
and between competing programmes and 
projects; bow the decisions are classified as 
negotiations for plan and non-plan 
expenditure, the size of annual plan arid of 
total expenditure, etc. 

Basu begiiu by discussing alternative 
explanations for the composition and 
movement of public sector expenditure 
during 1950-90. After spelling out the pros 
and cons of various approaches, she 
emphasises that pidilic expenditure behaviour 
ne^ to be examined in terms of procedural 
rationality. She rejects ‘orthodox rationality ’ 
according to which a “rational decision¬ 
maker ... is required to display consistent 
behaviour and maximise utility, subject to 
budget (and otherjconstraiiitswl^ together 
define the feasiUe region" (p 64). On the 
other hand, under the concept (^procedural 
rationality the aim of the decision-maker 
changes from “maximisation” to “satisficing 
solutions” which are attained by appropriate 
deliberation or reasoning. It “involves a shift 
in focus from the results of rational choice 
(and optimal solutions) to the process of 


choice (and good solutions)” (p 68). Another 
concept of ‘bounded ratioiulity’ is a special 
case of orthodox rationality whereby the 
agent maximises a well specified obj^ve 
function but which imposes bounds on 
rationality in terms of inq^ect informatiim 
and uncertainty about the future. Procedural 
ratkmaiity.it is believed, will provide insight 
into “the process of decision-making, that 
is. how these decisions were made, the 
considerations that influenced them, the 
changes in approach within expenditure 
programmes and the rationality of the 
decision-making process" (p 59). The 
suggestion is that the government should 
strike a reasonable balance between 
hierarchical ccmtrol and decentralisation. 
For example, a committee may foster 
greater efficiency and speed in decision¬ 
making - based on clear reasoning and 
consensus - than a hierarchical system in 
which files are passed through various levels. 
But, diversity of ideas, interests and 
information asymmetries may also make 
collective agreement time-consuming and 
difficult to come by especially as the size 
of the decision-making group or committee 
increases. 

The nuin thread running through the book 
is the breaking-up ofthe three decades 1960- 
61 to 1990-91 into three “phases” based on 
their different rates of growth of real public 
expenditure: (1) 1960-61 to 1964-65 with 
11 per cent. (2) 1965-66 to 1974-75 with 
3 per cent and (3) 1974-75 to 1990-91 with 
8 per cent rate of growth. A significant part 
of the analysis is carried out based on these 
three phases. But this break-up seems to be 
at best arbitrary. There is no discussiem on 
why this particular break-up or, for that 
matter the method, was chosen and whether 
there was no better alternative. 

While Basu chooses the concept of 
procethiral over orthodox ratioiu^ty, she is 
not able to get away from the stamiard of 
maximising behaviour. For, as she herself 
points out, the former concept “applies to 
a single agent who has boutKled rationality 
but a dear objective function” (p 69). The 
concept can even be applied to an 
organisation/committee deciding for the 
economy with a well defmed sodal welfare 
function. That is tosay, so long as the feasible 


sets are redefined to capture bounds on 
rationality, the standard formulation can be 
followed. The trouble, according to her, 
comes when goals are ambiguous and 
conflicting and a collective dedsioo needs 
to be made. But then, with procedural 
rationality, “ageiUs nu^... establish... roles 
of thumb which may not lead to optimal 
results but will at least lead to results that 
ate betier than if lu rules were established” 
(p 16. emphasis added). According to her, 
the “roles of thumb" used by the Indian 
government to determine annual budget 
include (i) committed or obligatory 
expenditures on (iefence. interest payments. 
suMdies, salaries and wages; (ii) trade-off 
between annual plan size and the tolerable 
level of deficit; (iii) higher allocation of 
annual plan funds to higher revenue 
groerating sectors; and (iv) allocaticm of 
funds to new projects that are potential 
vote-catchers (p 137). As far as investment 
decisions are concerned, they are based 
on social cost-benefit aiudysis. But Basu 
does not say why, she thinks, that capital 
and revenue accounts are treated 
differently. 

According to her the failure of procedural 
reforms in India is due to the “hid^ agenda 
of government” including “a desire for 
continuity and unwillingness to change 
existing procedures” (p 141). This also forms 
part of the reason for utuler-utilisation of 
available data and other information in the 
decision-makingprocess: “the... information 
gathered... is collected for maintaining 
records rather than for decision-making 
acti vity. The competition for reputation nuy 
also stimulate the overprcTOuction of 
information if the latter is regarded as a mark 
of competence”. But elsewhere (p 105, and 
also p 135) she says, “the official data are 
not entirely reliable owing to false repotting 
(m achievement of targets and problems of 
compilation. '... policy-makers do not 
demand an improvement. ...government 
decision-makers tend to rely more on informal 
sources of information ba^ on imeractiem 
between superiors and subordinates and 
personal trust networks”. Thus, while she 
finds a deterioration in tsatisficing’ standards 
(given the current rules of thumb) coupled 
with a lack of use of data, she does not 
suggest what could be done to improve 
expenditure decisitm-making process. 

Given the nilesof thumb mentioned above, 
Basu points out that there has been an i ncrease 
in the size and number of uncontrollable 
items of expenditure and a focus (m short¬ 
term expansionary policy rather than long¬ 
term developmem since the 1970s. But then, 
thm should not be a nutter of much concern 
since, according to her definition, the 
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c o w egue n cc of luch rulM of ttHunb mutt 
be “better^ than if no nriea wete uaed. And, 
of couTK. these rules must have led to 
sMisficing outcomes for the poiicy-makert. 
The point she seems to miss is that such 
outcomes must be satisfying some implicit 
objectives. While the policies followed will 
have an economic element they will also be 
governed by vested interests incorporating 
the politick economy aspect of policy¬ 
making. Let us presume that the rules of 
thumb listed by Basu do indeed lead to some 
satisficing behaviour. It could be argued that 
these rules are nothing but policy choices 
drived from an underlying objective that 
seeks to maximiseacombinationofeconomic 
growth [items (ii) and (iii)], political stabil ity 
(item (iv)], and social equity with a focus 
on goals such as national security [item (i)]. 
One could also say that the success of different 
policies depends on how well they are 
implemented. Making policy-decisions per 
se is different from policy implementation. 
Policy-decisions, e g, regarding expenditure 
or revenue collection, may well be based on 
orthodox rationality. Basu’s argument for 
procedural rationality could then be thought 
of as applying to policy implementation 
which is what happens when various 
levels of hierarchies interact. For. as she 
puts it, “Procedural rationality is ‘the 
effectiveness, in light of human cognitive 
limitations, of the procedures used to choose 
actions’”. 

The case studies of fertiliser, irrigation 
and education sectors are chosen as ex¬ 
amples of decision-making in industrial, 
agricultural and social sectors, respectively. 
Also, while fertiliser is a completely central 
government subject, irrigation comes within 
the purview of state governments and 
education is on the concurrent list. Basu 
feels that the continuation of fertiliser sub¬ 
sidy is attributable to both political and 
administrative factors. Of thm the latter 
amounts to a resistance to change the esta¬ 
blished procedures. She finds low levels of 
utilisation of the irrigation potential that 
has been created by irwfncient investment 
leading to large time and cost overruns. The 
presence of organisational rigidities seems 
to have contributed, once again, to several 
deficiencies in the decision-making machi¬ 
nery including deviation from set procedures, 
poor project formulation and insufficient 
delegation and assignment of responsibility. 
In the erkication sector, the vest^ inieietts 
of educational policy-makers seem to have 
contributed to an unplanned proliferation 
and over-expansion of higher education 
togetherwithadiversionof funds away from 
primary education.The differences in norms 
and estimates used by the Planning and 
Finance Commissions in allocating plan and 
non-plan funds, respectively, have M, Basu 
feels, to a lack of proper maintenance of 


educational programmes since a high 
proportion of expendituie on education is 
on the non-plan account Thus the lack of 
govemmentid decision-making procedures 
is to be held responsible for Otoe failures 


THE first and the introductory chapter by 
Kao and Sinha aims to demonstrate Um 
psychological knowledge which charac¬ 
terises east and south-east Asian regions as 
being distinctly different from western 
perspectives and sources. This of course is 
a laudable effort as modern scientific 
psychology in these regions is a product of 
colonial domination by the western countries. 
The book attempts to bridge the gap between 
the western and eastern psychol^es. 

The book is divided into two parts, pan 
I of basic and general issues, part II of 
specific areas such as socialisation and 
development, cognition and emotion, social 
behaviour and personality, and indigenous 
approaches to hralth. TheM 17 chapters will 
be reviewed on the basis of Indian and other 
Asian themes rather than sequentially. The 
book succeeds in juxtaposing the western 
and eastern psychological perspectives, but 
fails to bridge the two in most of the chapters. 
The present review will deal more elabo^ly 
with the chapters which achieve this aim, 
and gloss over the chapters which contribute 
little, to enable the reader to choose from 
the available excellent material. The review 
would focus thematically on Chinese, Indian 
and Filipino experiences. This is done to 
avoid fragmentation of psychology into 
affectives versus cognitive, individual versus 
collective and dimensions such as these. 

The second chapter by D Sinha and M 
Sinha sets the stage hi^lighling that the 
eastern approach is imegrated as against 
polarities especially of science and religion, 
and is not merely aimed at explaining, 
predicting and comrolling which are the 
objectives of western psychology. The theme, 
that in the east it is not conceptual or 
theoretical but therapeutic perspective, is 
elaborated eloquently. However, the stage 
is subsequently occupied by acton who 
apparently were not given the script leading 
each actor to play a role chosen by himself 
of herself. 

The third chapter on Filipino psychology 
by Enriquez ba^ on the Kalinga research 
project is a fascinating one. An indigenous 
Filipino psychology uses culture ataieaourGe 
and western methodology as a tool and 


On the whole, dm book is wefi witea. 
highly informative and fhres a hKid account 
of whm goes on intkfe the goven m ieal 
maefainety. It should be of great value to aO 
those concerned with public sector dedsioo- 
making in India. 


unearths some rich material. The chapter 
describes the concept of self as ‘bekwgiiig 
to others’ at eight levels, and self ‘separating 
from others’ at eight levels, and juxtaposes 
the collecti ve with egooentric/selhsh id ves. 
The personality is seen from a deeper uid 
wido'penpecti vein contrast to that of weatem 
psychology. The indigenous methods of 
study natu^ly are seen as ethnographic, and 
the researcher and the pnetitioner as eqmd 
partner in the exploration, the researeb bdng 
an encounter between the two. At the core 
of research lies the subjective experience. 
The research died in die chapter focuses 
on developing and strengthening 
of the people and individual culture, fredng 
it from the imperialism of English language. 
This chapter, in foct shows the path as a 
beacon for the study of indigenous culture. 

The chapters which deal with Indian 
perspeaives are: Chapter S by Saraswatfai 
and Pai, Chapter 8 by Paranjpe and Bbilt, 
Chapter 11 by Krishnan, Chapter 13 by J 
B P Sinha. Chapter 15 by Lam and Palsane, 
and 16 by Orme-Johnson et al. Chapter 11 
by Krishnan and Chapter 13 by IB P Sinha 
are scholarly and from a sodo-psydiologicd 
perspective, view distributive justice and 
leadership and power in organisadont. 
Krishnan describe the traditional individual 
view, contemponry Indian research on junto 
cnucally and demonstrates the u m u Ha biUty 
ofthe western constructs in the Indtootmext 
She leaves the reader with a series of thought 
provoking questions, to be answered by 
foturetesemchen.ThisiswbatolhCTci«|iten 
too should have attempted. In ciia|iler 13. 
JBP Sinha focuseson leadership ai^ power 
inorganisationsinainatoriyiaihkiii,ttaciag 
the three idiasea in the studies on leadetsUp 
in the country, hi^ghting the bonowed 
perspective of demoermk ftmcdooing as 
against the pr ef ere n ce for authority and 
suggesu a n^ for a new style which is a 
Mend of both. He rec om menda a cooipre- 
hensive theory as well at Amber studies 
which go bey^ luge and medhire sia 
organisations to study majority of woik 
organisations which are small. C h a|Hcr S 
draws heavily on Kakar't and odierpaopla^t 
work and adda little at origtolcosdrBto l au. 


too. 

A Different Psychology 

MalavUui Kapar 

Asian Perspectives on Psychology edited by S R H Kao and D Sinha; Sage 
Publications, New Delhi, 1997; 396, Rs 395 (cloth). 
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Chapter 7 is on language and thought and 
examines cross cultural aspects of language 
structure and physiology along some 
interesting parameters but the chapter has 
no link with the rest of the chapters. Chapter 

8 by Paranjpe and Bhatt is on a study of 
emotions drawn from the perspective of 
performing arts and naturally is not supported 
by empirical studies. 

Chapter 4 on socialisation by Jing and 
Wan, Chapter 6 on affective and cognitive 
aspects of moral development by Ma, Qtapter 

9 on Asian collectivism by Kim, Chapter 12 
on dispute processing by Leung and Fan and 
Chapter 14 on Chinese personality by Yang, 
provide the reader with deep insights into 
social psychology in Taiwan, Hong Kong, 
Korea and mainland China; the Asian 
countries which appear to share a common 
heritage. Without mentioning communism, 
which changed the face of these regions of 
the world, these academicians provide a sense 
of continuity of their aiKient heritage and 
the contemporary realities in a .sensitive 
manner. Perlups it is the absence of the 
heavy burden of western ideologies of 
psychology which has permitted psychology 
to manifest in its more authentic form in 
these countries. These chapters make 
fascinating reading. 

In Chapter 4, Jing and Wan provide a 
political and economic background of 
Chinese upbringing and draw contrast 
between only children and those with siblings. 
The chapter also focuses on socialisation in 
the nurseries shifting the focus from the 
family as the sole agent of socialisation. 
Moral education is perceived as an important 
aspect of socialisation in theChine.se society. 
Chapter 6 by Ma is a scholarly study of 
cognitive and affective aspects of moral 
development and empirical work which 
examines the Kohibergian model and its 
relevance to Asian countries. Ma provides 
major parameters of moral development by 
expanding it to include altruism, affective 
orientation towards others and justice. 
Comparisons are provided with illustrations 
amongst Chinese and British people. Ma's 
model integrates affective and cognitive 
aspects of moral dcvelt^ment and includes 
major Chinese, Buddhist and Confucian 
thoughts, especially in the later stages of 
moral devel^ment. Chapter 9 by Kim on 
Asian collectivism provides a comparative 
analysis of individualism and collectivism 
from indigenous perspectives based on 
philosophical foun^ions of literature and 
Confucianism. Socialisation in the Asian 
societies permit devotion and indulgence 
which are characteristically rooted in 
Confucianism. The strict father and indulgent 
mother is an accepted norm in Japan and 
Korea. Empirical studies of Australian and 
Japanese children and students showed that 
while Australians focused on self-interest 


and self-reliance, the Japanese promoted 
values of collective goc^ and harmony. 
Educational achieveraent.crmflict resolution 
and otganisathnial behaviour arealso studied. 
An attempt is made to look for the patterns 
across different level of analyses, i e, 
individual, interpersonal, institutional and 
cultural. The above chapters highlight the 
importance of collectivism of the east as 
against the individualism of the west. Chapter 
10 by Chiu and Hong examines the scant 
attention paid to socio-psychological analysis 
of cultural variation in the conception of 
justice. The authors examine some empirical 
research on students and the content analy si s 
of well known Chinese sayings, to study 
the perceived justice amongChinese people. 
The three major strands to emerge are: 
justice judgments, reward allocation and 
coping with injustice. The important role 
that social regulations play in the Chinese 
society is highlighted. The research shows 
that while the Chinese do not feel differently 
about injustice compared wit h the westerners, 
they cope differently as prescribed by the 
social regulations. 

Chapter 12 by Leung and Fan describes 
the Asian cultures as characterised by “multi¬ 
plex" relationships, collect! visms, high con¬ 
text communication styles, and conflict re¬ 
solution procedures that allow compromises 
and avoid direct confrontation. Chapter 14 
by Yang is an interesting one as it deals with 
ancient Lin Shao’s theory as a trait theory 
consisting of temperament, natural gift and 
practical ability along with Yang’s own 
theory of Chinese social orientation which 
is a composite of familistic collectivism, 
‘other’ and interpersonal and authoritarian 
orinetations. Some of the empirical studies 
examine Chinesefilial piety and Yuan belief 
(relational fatalism) and attributions. Socially 
oriented achievement orientation was 


encoMiitered more often than the UgMy 
individualist kind described tqr McClelland. 

Chapters 15,16 and 17 are in the area of 
health. A companion chapter to an Indian 
reaearchinto yoga to the chiqiter by Dorcas 
onChinese(^gongwouldhaveama|iorcontri- 
buti on.’The chapter by Dorcas U an excellent 
overview of Chinese system of healing which 
consists of breathing exercises, body move¬ 
ments and motivation, incidently beare strong 
resemblance to pranayama, asanas and 
methtation. AfterdescribingC^igong. Dorcas 
reviews research in Chinese on the effects 
of Qigong on material basis, physiological, 
psychological, clinical and traditional healing 
processes. Most of the studies use western 
parameters of evaluation, and there has been 
a strong upsurge of interest in Qigong in the 
contemporary China as yoga in India. 

(Chapter 15 by Lam and Palsane is on stress 
and coping in India and studied from a 
western perspective and predictably minor 
cross cultural differences are reported. 
Chapter 16on Maharishi’sVedicpsychology 
contains what is already published in popular 
magazines and brochures to popularise the 
Maharishi school and should have hardly 
found a place in an academic compilation. 

A lack of continuity between the chapters 
is to be expected in any edited volume, but 
there is obvious lack of dialogue between 
the editors and authors. Must of the topics 
are in the area of social psychology. Cross 
cultural perspectives in Asian psychology 
could also be extended to developmental, 
clinical, health and industrial psychologies. 
Emphasis instead could be on ethnographic 
studies instead of replication of western 
research, work on representative indigenous 
population than captive school and college 
populations. Despite thedrawbacks, the bo^ 
contains several chapters of great merit and 
thus is worth possessing. 
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SPECIAL ABnCLES 


Capital Liberalisation and Currency Crisis 

Experience of Mexico and India 

Ganerii Kamar NUhagala 

This paper attempts to compare and contrast the etqperience with capital liberalisation policy followed by Mexico 
and India in the overall context of their economic reforms, its effects on macro-economic variables, particularly the 
exchange rate. The main argument of the paper is that India avoided a peso type of crash by following a policy of 
gradual liberalisation of capital flows, and prudent exchange rate policy, and getting the sequencing of reforms right. 
Though, in terms of generalisability, this study has the limitation of just two cases, when combined with the results 
of previous studies, there are some important lessons to be learnt for economic reforms in developing countries. 


THE neo-clastical theoiy at:guei that a 
liberalised economy is mme efficient than 
a controlled economy. This is a comparative 
static pictiue. The theory is largely silent on 
the transition path from controlled to 
liberalised economy. In practice, several 
countries which lib^ised their economies 
were confronted with economic crises. The 
expeiienccof Southern Cone countries chuing 
the early 1980s, and more recently Mexico 
are cases in point. These experiences 
underscore the need to study reforms. The 
literature on reforms can be broadly clastufied 
imo (i) those which have short-term macro 
focus - the issues addressed include: 
sequencing of diK^erent components of 
reforms (e g, whether trade liberalisation 
should precede capital liberalisation), speed 
of reforms (gradual versus ‘big bang’), and 
the role of ‘credibility* of policies in tlu 
success of reforms for its success, (ii) Those 
which take political economy and 
institutional perspective of reforms - the 
issues addressed here are; what type of 
political regimes introduce reforms and why 
some countries delay adoption of reforms, 
what triggers economic reforms, and what 
are the conditions for success of reforms. 
This paper falls into the first category. In 
this paper we compare and contrast the 
experie^ of two countries, Mexico and 
In^a, which have adopted economic reforms 
in the late 1980 b and early 1990s. . 

The assumption underlying economic 
reforms is that they promote efficiency and 
hence growth. Thm are some reseandiers 
who opine that reforms need not necessarily 
lead to long-run growth. 

...economic theory it generally silent about 
the effect of liberalisation on rate of growth 
of an economy. Increases in ONP can be 
registered while the one-time reallocation 
of productive factors lasts, but there can be 
no presumption that liberalisation can raise 
the rate of growth over medium to long ran 
[Rodrik 1990:938]. 

AcoonttiigloRodrik(l990)ciucialtogrowth 
would beinveatmenl behaviour. Thequestion 
then would be whether liberalisation leads 


to increase in investment rate. Rodrik points 
out that it is not clear whether this will 
happen. The total investment in the economy 
is dicutted by domestic and foreign savings. 
While foreign savings is exogenous, there 
IS no guanmtee that domestic savings will 
increase consequent to liberalisation. He 
counters the McKinnon-Shaw hypothesis 
that liberalisation on the financial sector will 
lead to increased savings rate in response to 
increased interest rates. According to him, 
the relationship between interest rate and 
savings and investment, if any, is very weak. 
Since our concern in this paper is not to 
examine the impact of reforms on long-run 
growth, we do not explore this aspect. Even 
if we wanted to, the reform experience is too 
shot! in our cases (Mexico and India) to 
examine this aspect. However, we examine 
the behaviour of savings and investment 
during the reform period in our cases. 

The first section of the paper reviews the 
issues reiatingtoshort-term macro-economic 
aspects of reforms. Specifically, we consider 
the following issues; sequencing of reforms 
(section I A), speed of reforms (I B) and 
credibility of reforms (I C). In the second 
section we co mpa re the experience trf Mexico 
and India with econoiuc reforms. Within 
this section, we first reason out why we are 
consideringtbeaetwocounlties(IIA).foUow- 
ed by comparison of reform measures (IIB), 
and outcomes of the reforms and their causes 
(IIO. Finally, weconcludebydrawit^some 
lessons for developing countries (IID). . 

The experience of countries with reforms 
suggests that there could be differences in 
the short-term impact of reforms depending 
on the process of impleme n t a t i on of reforms. 
Short-term econmnic crisis arising out of 
fimhyimpt em eo tj ttkm of reforms could resuk 
in severe productivity shocks. IHiithennoie, 
it might t^ lime for inteniatiooal investors 
to gain confidence in economies wUch face 
severe economic crises. Besides, there exists 
a serious danger that reforms mighi be 
reversed because political compulsions may 
warrant such reversals. The reform effort to 
move towards market economy will then be 


jeopardised. In this context researchers have 
considered some importarn issues that could 
make a differeiKe to the outcome (rf'iefoims 
m least in the short run. We will discuss these 
issues in this section. 

1 

(A) SEQUENcmc. OF Reroasis 

Some researchers believe that the 
sequencing of reforms is more of a short¬ 
term issue, in the sense that they make no 
difference in the long run. Khan and Zahler 
(1983, 1983, 1987) used siimiltaneous 
equations model to examine the impact of 
aheroative sequencing on macro-economic 
variables. Tbc^ find that over the long ran 
aheroative sequencing did not have any 
significam impact on the outcome. But m 
discussed already dtflbenoes in short-ierm 
outcomes could nurite a difference to the 
continuation of reforms and conacquettly 
long-run growth. 

Sachs (1987), McKinnon (1984) and 
Fischer (1986, 1987) me in favour of 
stabilisation polisiestobeimplemeinedfifSL 
Their argumerns, among otiier things, are 
based on the historical experiences of 
countries wbiefa showed that counaiea wWi 
high budget deficits tend to have high 
inflation, overvalued cunency and greater 
price variabiHty.TlieyargQethat stabilisation 
first wiD avoid theaepioblema.Radrik(l990) 
argues that th o u gh i dra H y w a b i Hs a tta ishoald 
precede structural reforms, in practice, 
countries have found h diffle^ to stabilise 
fiilly and hence structural reforms are 
implementodroanytimesamidttaiibilisatioa 
attempts and hence asaociaied aaacro- 
econotnic instability and aiioc itoe dpolitir s i 
tnstabiH^.RodrikobservesdMtthereisliltle 
improvement in the budget defidis of 30 
countrtes diat expe rien ced 1982 crisis, 
fhather reductions in the c u n ca t account 
deficit has been at the cost of donMMic 
investment, Rodrik (1990). 

While in principfe a heavy dose of stsMKaai- 
ion It tappos ed to precede "atotoMraT 
reforms, ia practice iiahilieisioa has pwwwl 
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to be an ongoing proceu. Moat irapoitant, 
putting public-iector budget onaniitainable 
coune hai proved extre^y difficult, and 
typically hu been attempted only paitially 
with limited lucceu [Rodrik 1990:933]. 

Whereas Kruger (1981,1984), and Corden 
(1987) enqdiasise that thereisUtdeooirelatioii 
between the two sets of policies, and that 
the costs of trade barriers are too high to be 
postponed. They, however, caution that over¬ 
valuations of currencies have to be avoided. 

Little, Scitovdty and Scott (1970) and 
Knieger (1981, 1984, 1988) tecoramend 
reliance on foreign fimds, strong multilateral 
assistance to tide over the transition. These 
atguments point towards reducing the banters 
to capital niovenients before other reforms 
are introduced. While few people may aigue 
against the need for funding horn nuilti lateral 
agencies, it is not clear whether pri vate capital 
inflows, particularly short-term flows, are 
desirable for transition. 

Several other researchers are against 
opening up the capital account early in the 
reform process [(1971, 1973), Edwards 
(1989, 1990), Edwarrls and Wijnbergen 
(1983,1986),Rodrik(1987).Corden(1987). 
Calvo (1987).] Summarising the main 
conclusions from the 1985 World Bank 
Conference on Dynamics of Structural 
Reforms, Edwards (1989: 15) remarks 

With regard to the fonner issue (speed of 
refonns) no unique policy conclusions were 
obtained, while thete was widespread 
agreement that the most appropriate 
sequencing of reform would post{»oe capital 
account liberalisation until tratte reform is 
completed (parenthesis added). 

nitther, Edwards (1990; 3), remarks that; 

...the first, and pethaps the only generally 
accepted principle of sequencing, is that 
fotematianalcapitalcointois shouldbe lifted 
after the domestic financial market has been 
reformed and domestic interest rates have 
been raised. In turn interest rates should be 
liberalised only after fiscal deficit is under 
control 

Some of the arguments against introduction 
of capital account early in the reform process 
ate: (i) Opening up of capital account results 
in excessive capital in^ws consequently 
real exchange rate (RER) appreciates. 
Whereas the trade reform trould require a 
depredated RER to give boost to the export 
sector and neutralise the effect of reduction 
in tariffs on imports [McKinnon 1973], 
Edwards (1989a, 1989b), 00 Opening of the 
capita] account makes the exchange rate 
managemeiit difficult [Corden 1987], (iii) 
Thete are diffeieoces in the time required 
for adjustment in the asset and goods maiket. 
While the asset market adjusb fast goods 
market is slow in adjustment Hence the 
trade reforms should ptecedecapital account 
liberalisation [Ftenkel 1982], (iv) (Opening 
of capital account when there is huk of 


credibility of refonns would result in 
excessive imports which is financed from 
tlie intematic^ sources [Calvo 1987]. 

McKinnon (1982) attributes the superior 
performance of Chile when compa^ to 
Argentina and Uruguay (all of which 
implemented reforms in the mid and late 
197()s to the differences in the sequencing 
of reforms adopted. While Argentina and 
Uruguay adopt^ capital account openness 
fairiy e^y in the reforms process, C^le did 
it only at the end of the tef^orms process. He 
further remarks that befbre the trade refonns 
are put in place the fiscal deficit has to be 
eliminated and turned into surjtiua, so that 
go vemment is not constrained to seek external 
fmance to fund its deficit Edwards (1SI90) 
too attributes the differences in the success 
of reforms among the Southeni Cone 
countries to differences in sequencing. In 
Chile fiscal reforms were introduced ffrst 
followed by domestic financial and goods 
nurket. CafHtal controls were removed at the 
end. Whereas in Argentina the fiscal sector 
was never reformed and was high at 11.3 
per cent of GDP in 1980. Controls on 
domestic financial sector and capital 
movements were removed early on in the 
reform process. Implementation of trade 
refonn was tardy. In Uruguay capital controls 
were removed first, followed rapidly by 
reform in the domestic financial sector. The 
liberalisation of goods market came last and 
was never implemented (Edwards 1990:7]. 
Similar to McKinnon’s (1982) conclusion, 
Edwards attributes Chile’s success and 
Argentina and Uruguay’s failure to the 
difference in the sequencing of reforms, 
particularly the timing of removal of controls 
on capital flows. 

(B) Speed of Reforms: Gradualism vs 
Bio Bano 

Researchers have argued for gradual 
refonns to avoid short-term costs, such as 
unemployitient and bankruptcies in business, 
of sp^y implementation of refonns. The 
short-term costs may result in stiff political 
resistance and the process of reform may get 
into trouble. Edwards (1984) and Edwards 
and Wijnbergen (1983, 1986), using inter¬ 
temporal (two-period) model argued that 
slow liberalisation results in rire in present 
period saving reducing the extent of 
distortion. Edwards (1989a) observes that 
gradual trade reform would generally reduce 
unemployment dislocations, ^ilaprio et ai 
(1994) looked at the experience* of six 
countries (Korea, Malaysia, Indoftesia, New 
Zealand, Qiile and Turkey) which experi- 
merited with financial sector refonha. Tbex 
find that gradual approach to financial sector, 
reform seems to avoid short-tnm crisis (cases 
of Korea, lixlonesia, and M^ysia), wtwreas 
rapid liberalisation led to shtm-term crises 
(cases of‘Ditkey, Chile and New Zealand). 


Knieger (1986) is quite convinced that 
reforms have to be n|ti Ay im|demented and 
this is dictated by wdfareas w^ as cihAbiUty 
considerations. PhMQ a welfare poim of view 
r^ention of controls, particulatly of tiie trade 
type induce severe distortions in resource 
allocations ther^iesultinginwelfareloises. 

In the context of east European countries, 
Sachs (1994) argues that big bang reforms 
is more advisable than trying to build 
consensus as the process of building 
consensus could be a prolonged affair leading 
to political opposition and delay in 
intr^uction of reforms. Edwards (1990) 
recognises two opposing effects of 
gradualism on credibility. Gradualism 
reduces unemployment effects and hence 
allows for a stal^ fiscal equilibrium and 
thereby improves credibility of reform. But 
it also gives the groups opposing reforms 
to organise and lobby agaimt the reforms 
and thereby erodes credibility. He argues 
that this issue is country-specific in nature. 

(C) Creubiuty of Reforms 

Some researchers argue that more than the 
correct sequence of reforms the credibility 
of the reforms has to be given importance 
[Edwards and Cox Edwards, 1987; Cotbo 
and de Melo 1987]. If the agents in the 
economy do not consider the reforms to be 
credible they will undertake such actions 
that will thwart the very reform pnx;ess 
[Calvo 1987]. His example ofsuch an action 
is as follows: If agents believe that the trade 
liberalisation will be reversed, they will 
import consumer durables immediately. This 
will be facilitated in presetKC of free capital 
mobility as agents can also resort to foreign 
credit to finance the imports. This will result 
in unsustainable current account deficit, 
falling reserves of the central bank and may 
finally force them to reverse the trade reform 
process. Cal voaigue that where governments 
lack credibility capital account should not 
be liberalised until trade reform programme 
is fully in place. 

Some researchers argue that policy are the 
main cause of erosion of ci^bility. Poi 
example, in Aigentina, huge fiscal deikii 
was inconsistent with liberalised finaiKia 
market and pre-announced exchange rati 
policy. In Chile overvalued currency 
following removal of capiul controls, wa 
inconsistent wiihlongrunstability (Edward 
1990]. According to Edwards (19M) one 0 
the ways of improving credibility is to creat 
institutions that assure public that govenuner 
will not be able to imptenent abrupt polic 
changM. 

• Rodrik (1990) reasons out thi 
sustainability ofpolicyenvironmeittmustt; 
theprimary otjective ^structural at^ustinei 
packages. Eradication of allocatis 
inefficiency through Uberatisation may hai 
to take back seat when the sustainability i 
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leform is threatened. He po(tul«cet that the 
strategy of large refomu in a narrow range 
is most compatible with sustainability. Wide 
range of r^orms increases difRculty in 
maiuigenientof different aspects of reforms, 
too hesitant reforms sends wrong signal to 
the agenu. 

In summary, on the issue of sequencing, 
though there is no consensus, the balance 
of arguments appears to be in favour of 
stabilisation, followed by trade reform and 
then capital liberalisation. Similarly, 
gradualism semns to be a belter approach 
than rapid liberalisation. The issue of 
credibility has been considered to be 
important, but it is not very clear from the 
Uteratuiereviewed above as to what specific 
institutional measures could lend credibility 
to reforms, though there have been 
suggestions such as making the ceiural bank 
indqiendent. 

n 

(A) Why Compare Mexico and India? 

While there have been several reports and 
research studies on what happened in Mexico 
in December 1994 and why it happened (for 
example, see IMP 199S; 90-97, The 
Economist, Survey of Mexico, October 28, 
1993) precious little has been written about 
somewhat similar experience in India. The 
fact that there was no currency crash in 
India's case must have been the reason for 
lack of attention paid to India's economic 
reforms. From a policy perspective, it is 
useful if we compare and contrast Mexican 
experience with that of another country which 
has adopted reforms at the same time and 
yet did not face crisis. By looking at the 
Mexican experience researchers could say 
what went wrong. The argument can be 
reinforced if we can find an example which 
demonstrates that by following a different 
approach to reforms it is possible to avoid 
economic crisis. As discus^ already, there 
are studies which have made such 
comparisons of the experiences of Southern 
wone countries in the late 1970s and early 
1980s. The experiences of Mexico and India 
ate more recent and a comparative analysis 
of these experioices could throw more light 
on the process of reforms. The liberalisation 
attempts have also been contemporaneous 
which also acts as acontrol factorfor influence 
of external factors on economy. 

Mexico and India are comparable in several 
ways. Both are developing countries, which 
began with import substitution strategy and 
are trying to become market oriettted. In 
'able I, we highlight some of the economic 
indicators for Mexico and India which 
suggest that both were similar in 
:haracteristict before the reforms and remain 
so even after the reforms on several counts. 
Mexico began the process of economic 


reforms in 1983, but intenslfted the efftxts 
since 1988. India flirted with some 
liberalisation measures since the mid-1980s, 
but mqior reforms were introduced since 
July 1991. As we shall explain below, there 
are similarities between the policies followed 
by India and Mexico. 


Exchange Kale Policy 

Exchange rale was the major policy loot to 
control inflathn and this was supplemenled with 
incomes policy. Exchange rate was fixed between 
March 1988 and December 1988. Between 
December 1988 and November 1991, the 
depredation was pee announced. After November 
I Ml, intervention band was announced, with a 
floor rale and ceiling rate. The ceiling rate was 
widened from 1.5 per cent by the end of 1991 to 
9 per cent by the end of 1993. 

Ftocal Policy 

Major tax reform in 1987. followed by measures 
aimed at broadening lax base, reducing marginal 
lax rales, increasing lax compliance, maintaining 
public sector prices at competitive levels, 
increasing the pace of privatisation of large 
public sector enterprises, and exercising strict 
controls on non-interest expenditures. 

Menetary/PInanclal Sector PoHcy 

Objective wax to bring down inflation stabilise 
value of peso, financial deepening and to 
facilitate private sector acceu to bank credit. 
Policies included partial sierilisation of capital 
flows, rapid liberdisation of financial system 
during 1988-89. removal of credit controls and 
lending restrictions, abolition of reserve 
requirement and compulsory liquidity ratios, 
and denationalisation of 18 banks (which had 
been nationalised in 1982) during mid-1990and 
mid-1992. 

Trade Policy and FDl Policy 

Unilateral cuts in tariff rates. Average tariff on 
consumer goods fell from 65 per cent in 1985 m 
less than 20 per cent With the NAFTA agmement, 
restrictions on foreign investments tme removed 
for the pattnercountries. A number ofkey sccton 
- agriculture, mining, telecommunications, 
transpoitation were deregulated. 


Sbert-Tena Farcign Invcstawiit Policy 

Restriction on short-term capiul flows were 
completely removed by 1989. 


The period of conqiarifoa for (his study 
is 1988-94 for Mexico (beginning period 
nuyor reforms and the currency crash) and' 
1991-93 for India (beginning period of 
reforms and an apparent currency crisis). 
The rationale of choosing these periods will 
become clear in the sections to follow. 


tool. After a steep devaluation of about 22 per 
cent vis-o-vis dollar in July 1991. the rupee was 
floated in phased manner as follows: la March 
1992, rupee was partially floated. As per this 
regime there wore two rates; market deietmiaed 
rate and an official rale. This was fblhnred by 
full float of rupee in March 1993. (See Appendix 
I for details). 


Tax refornu were aimed at reducing the 
dependence on indirect taxes for revenue, 
reduction in tax rate’s (excise, customs, 
corporation tax and petsonal income lax), and 
ratioiurlisaiion (slabs for tax rales were reduced 
to few levels from several levels), aridening of 
lax base, reduction in the budget deficits, ami 
curtailing monetisation of budget defidis. 


Objective was to rmurol inflation and stsbtlisf 
the value of rupee in floaied reghse. Bread 
money growth was brought down so leaaoanUe 
levels frm previously hi^ levels. Reserve tnlim 
for banks were progteMively reduced. Bmskt 
were not denationalised but some were 
select! vdy allowed to acceu the capital mwket 
Ten new banks were allowed to fimdion pmnUd 
with the public aecior banks, laserettnlciurere 
progressively deieguUied (there aic sliil mhk 
coiurolswof AptiII997). (ReferAppciidhi2fDr 
fuither details). 


Tariffs arete pi ogi essi velybronght doom b ntaie 
tttfl 01 high levels (cntieatiy die avera ge mUt 
rale it close to 25 pet cental mas imam rale it 
40 per cent). All qnaniitative le airi ctiona rm 
impoiis of capital and intennedUte goods have 
hem lemoved. Mbsi c o osniurr goods me stiH 
Doder quantitative resiiicliona. Aulnmatk 
approval is grreied for foreign inveUntcat up to 
certain equity in selected sectors, 100 par ccni 
equity is alw alloared in there and all ether 
sccton. hot reqniics care by care approval by the 
Foreign lavesimeai Promoiioa Bored. 


Severe reatriciioiit exist on bodi inwred and 
outward flow of thoit-aetm capital for loon r . 
porchiM of bonds and dtrees. since Sepleatber 
1992, only foreign in etiini i o n il ht reit oi s an 
allowed to inveat in Indian enpM rearkat. and 
there ate t etl ticiion i on noqnieition of rareei of 
compaaict by these iavettort. Selected 
com p anies were aUoored m ntte eqniiy in dm 
i n t r^tinn al matkeit. Domestic lesidMdi and 
firms an not petmined to buy stocks and bonds 
ftoin iatenMional markets. 


Sounts:[i) economic Snrvey (various atmual issoet), Miaisity of Piaance. Oovotanreai of 
India,(ii) WorUEconomic(MoaktMny 1995,(iii)TV EcononNrt.OctobreSB, 1995. 


(B) Economic Reform Measures 


Mexico India 


Exchange rate wu not used M an anti-inflatioiiary 
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Quiir 1: REER OF Mbxkan Pioo 



per cent in Mexico. The extenul de 
GDP ratio and Intereit to expoft fido . 
healthy declining tiendincaieofbolhMt 
and Iii^a. There does not appear any c 
for alann with respect to these vaiii^l 
both the countries. 

On exchange rate iTont, the Mexican 
appreciated considerably during the pc 
1987 to 1993 as REER index rose ftom 
to 99.3 (1980al00 as die base) (Chat 
This was because Mexican authorities 
exchange rate as ahuporpdicy tool to coi 
inflation. As described already the peso 
under fixedexchange rate between 1987 
December 1993. While the inflation rtii 
come down the nominal exchange rate 
not adjusted fully to reflect the int 
differentials. The capital inflows amou 
to neariy $ 75 billion between 1990 


While we notice similarities in the reform 
measures in the two countries, there exist 
stark difleretKes too. The major differences 
are: 

(1) India adopted a gradual lefonn strategy 
whereas Mexico went for 'big bang’ type 
of reforms. 

(2) India was very slow in the financial 
sector reform. Banks have not been 
denationalisecL There are still controls on the 
allocation of credit. Thus bankers are not 
flee to decide their poitfolio allocation. There 
are high reserve requirements. And interest 
rates ate yet to be fully deregulated. 

(3) Exchange rate was floated within two 
years of introduction of reforms in India. In 
Mexico, it was done after seven years, only 
after a major currency crisis. 

(4) In IiKtia the trade policy reform was 
gradual, with gradual r^uction of import 
duties, rapid removal of quotas on 
intermediate goods, quantitative restrictions 
on consumer gixxls. Whereas in Mexico, the 
removal of trade barriers was much faster. 

(5) India maintained nmderate restrictions 
on PDl flows and very high restrictions on 
short-term capital flows. In Mexico, controls 
on all type of capital flows were removed 
fairly early in the reform process. 

As we shall argue later, it is these 
difTerences that made a difference in the 
outcome of reform measures. 

(Q Outcome of Economic Reforms 

As is well known now, Mexico faced 
currmcy crisis in December 1994 as peso 
depredated by about 40 per cent between 
mid-December 1994 and January 1995 end. 
The central bank had to give up fixed 
exchange regiiiie and allow peso to float in 
the wake of massive capital outflows. The 
econom i c crisis was severe as GDP fell by 
6.9 per cent during 1995, GNP by 8.7 per 
cent,GNPperciq)itabyl0.8percent,private 
consumption by 12.9 per cent and private 
investment by 39.5 per cent' The banking 


sector has been left with high non-performing 
assets^ and bad debts. Mexico is yet to recover 
fully from this crisis. In India, the curteiKy 
rupee depreciated by about 13 per cent diving 
June 1995 to December 1995 (about 10 per 
cent in September-October 1995 alone). 
During the month of October 1993, in the 
press, there were discussions as to whether 
the rupee will also go the peso way. But India 
did not have currency crisis. In contrast to 
Mexico, in India the growth of real GDP was 
over 7 per cent in 1995 and 1996, exchange 
rue quickly stabilised. The question then is 
why did Mexico face currency crisis, when 
Indiadid not In trying to answerthequestion 
let us compare the behaviour of macro- 
economic variables in the two countries 
between the introduction of reforms and 
currency crisis in case of Mexico and an 
apparem currency crisis in India. The years 
of comparison then would be 1987 to 1994 
for Mexico and 1991 to 1995 for India. 

In Mexico, growth rate of GDP rose from 
1.7 per cent (1987) and 1.2 pm-cent (1988) 
to 3.6 per cent (1991), and 2.8 per cent 
(1992) before declining to 0.6 per cent in 
1993 ^aUe 5). In India recovery was steady 
with GDP growth rising from 1 per cent 
(1991) to over 7 per cent during 1994 and 
1995 (Table 4). Inflation rate was brought 
down in both the countries, quite dramatically 
in case of Mexico. Inflation rate climbed 
down from 13.5 per cent to 9.7 per cent in 
case of India and from 159.2 per cent to 7.1 


Table 2: Indian Ruke-Dollar Exchanc 
Rats (1980-93) 


Year 

Rs/ 

US Dollar 

Year 

R 

USD 

1980-81 

7.91 

1988-89 

14. 

1981-82 

8.97 

1989-90 

16. 

1982-83 

9.67 

1990-91 

17. 

1983-84 

I0J4 

1991-92 

24. 

1984-83 

11.89 

1992-93 

28. 

1983-86 

12.24 

1993-94 

31. 

1986- 87 

1987- 88 

12.78 

12.97 

1994-93 

31. 


Notes: I Ttie yean indicated above ate In 
financial years spanning from Api 
March. The exchange rates refer t< 
average sport rales during the respei 
years. 

2 In July 1991 (here was a si 
devaluation of Rupee by about 21 
cent vis-a-vis dollar. The deva 
Rupee stood at about Rs 26.10-2 
per dollar in the spot ma 
immediately idier devaluation. 

3 Rupee was partially floated in I.' 
1992. This dual exchange rale re 
lasted for one year (1992-93). T 
the exchange rate mentioned abovi 
1992-93 it average of market rate 
offlei ol rote. The market rale ruled c 
to Rs. 30 and official rale 
maintained at close to Rs 26 dn 
1992-93. 

4 In March 1993, the dual exchange 
was abolished and a unified, ma 
determined exchange rate came 
existence. 


Table I: Snin^airY between Mexico and India 


Economic iMficatots 

Mexico 

1983 

Mexico 

1994 

Incfia 

1983 

Ind 

I9< 

Industry (per ceiK of GDP) 

33.5 

28.1 

28.1 

21 

Gross dmnestic investment (per cent of GDP) 

20.8 

23.4 

23.9 

23 

Grass domestic saving (per cent of GDP) 

23.9 

18.4 

20.8 

21 

Total external debt-GDP (percent) 

32.8 

34 

19.1 

32 

Per capita GNP (US $) (1993) 


3320 


3; 

Papulation growth (I990-9S) 


1.9 


1 


Source: Trends in Developing Economiet, World Bank. 1996. 
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r^lecting the afipradatioii of REER. The 
iiKWthfOctDbertoDecetii>er]995wtaKi^ 
noounal depreciatiofi of nipee and REER 
stood deprecitfed at 60.27 by December 
1995 bti^ng it cloie to the level of April 
1993. The nipee>doUar rate moved fiimn 
around Rs 31.50 in August to 35.50 by 
December 1995’ (Table 3). As the rupee 
started to depreciate beyond this level of Rs 
35.(X) to 35.50 per dollar, the central bank 
intervened by selling foreign exchange and 
takingother measures (such as raising intereat 
rates on dollar denominated deposits of non¬ 
resident Indians and freeing reserve 
requirements on such deposits) the rupee 
was thus prevented from depredating beyond 
what was called by inflation diffeienti^ (as 
reflected by correction of REER to April 
1993 level). The exchange rate got corrected 
fast because the rate was market detemrined. 


1993, out of which about $ 60 billion was 
of portfolio investment This meant that it 
was easy for Mexican authorities to pursue 
fixed exchange rate without any realignment. 
In fact the reserves swelled from $ 6 billion 
[o $ 25.4 during 1988-93. indicating that 
there was pressure on the currency to 
appredate (further (in nominal terms) in 
absence of any central bank intervention, 
'be excess supply of foreign exchange was 
luc tb the massive inflow of foreign 
investment. On the flip side, the overvalued 
peso resulted in huge current account defidt 
which increased form 2.3 per cent in 1987 
x> 6.4 per cent in 1993. This was facilitated 
}y lib^ised imports as well as access to 
international domestic credit for imports 
arought about by liberalisation of capital 
lows. 

The story is more or less similar in the 
:ase of India except for the fact that the 
nagnitude of the exchange rate movement 
was small and the rupee was overvalued only 
or very short period of two years. Following 
he reforms (partial liberalisation of capital 
lows) in India, there was an increase in 
nflowof fordgn investment. Inflow of FDI 
ncreased from $ 150 million to $ 1,314 
nillion and portfolio investment rose from 
; 8 million to $ 3,581 million (during 1991 
0 1994). The foreign exchange reserves 
ncreased from $ 2.23 billion in 1991 to 
i 20.81 in the first quarter of 1995. Similar 
> Mexico, the currency remainedovervalued 
letween March 1993 (after full float) and 
itidofJuly 1995. In absence of central bank 
ntervention the appredation of rupee would 
lave been even greater than what was 
ibserved during this period. The REER 
ihowed declining trend from 1991 (67.13, 
985>l00asbaae)tol993(60.23)(C3iart 2). 
s explained already, rupee was devalued 
ly 22 per cent in July 1991, followed by 
laitial flotation in March 1992 and full 
lotationinMarch 1993.PoUowing the paitid 
in March 1992) and ftill float (in March 


1993) rupee stood devalued below the 
respective pre-float periods. This is reflected 
in lower REER indices. However between 
April 1993 (REER x: at 57.95) and August 
1W5 (REER = 65.78) rupee appredated. 
The current account defidt widened from 
0.5 per cent (1993) to 1.7 per cent (1995) 


Though the central bank intervened them 
was no band, or pre-announcements or any 
other such features of fixed eirhange me 
regime. As signals suchaswideniiigciincnl 
account deficit surfaced, market 
aittomaticaUy qipKed correction. Thecentrai 
bank could effectively prevent too much 


Table 3: Daily Movements m Indian Rueee-Dollab Exchange Rate ouunc 
S eprEMBEa-JuNB 1995 


Year 

Rupees/ 

US Dollar 

Year 

Rupees/ 

US Dollar 

July 14. 1995 

31.3700 

January IS. 1996 

35.7900 

August 1 

31.4100 

January 30 

35.9900 

August 14 

31.4800 

February 6 

37.9400 

September 1 

31.9400 

FebtHaiy IS 

36.7700 

September 11 

32.4100 

February 26 

36.1200 

September 20 

33.8600 

February 29 

35.0300 

October 4 

33.9000 

March 

34.4400 

October 11 

33.8700 

March 10 

35.4300 

October 20 

3S.S000 

March 20 

3S.0000 

November 1 

34.2800 

March 30 

35.1700 

November IS 

34.6200 

June 3 

34.8500 

November 30 

34.9400 

June 14 

35.0300 

December IS 
December 29 

34.9700 

.3S.I800 

June 28 

35.0600 


Snurrr: The Amtaal Report on the Working of the Reserve Bank if India (for the year July 1. 1993 
to June 30,19%). Reserve Bank of India. 


Table 4: Tanais in Macbo-Economk' Vabiables di ImiA 


Macro-Economic Variable 

1990-91 

1991-92 

1992-93 

1993-94 

I994-9S 

Growth me of GDP 

5.4 

1.0 

S.l 

6 

12 

Inflation (CPI based) 

11.6 

13.5 

6.1 

9.9 

9.7 

Foreign exchange reserves (b $) 

2.23 

5.63 

6.43 

1SA7 

20.81 

Gross domestic savings (per cent GDP) 

24.3 

22.8 

22.1 

23.1 

24.9 

Gross domestic investmem (per cent GDP) 
Nominal exchange rale (rupees/dollar). 

27.7 

23.4 

24 

23.6 

26 

end of the period 

17.9 

24.47 

30 

31J7 

31.39 

REER (I99Sb|00) 

76J9 

67.13 

64.47 

60.23 

64.51 

Growth me of impotii ($) 

14.35 

-24J4 

12.7 

6.5 

22.9 

Growth me of exports (S) 

8.98 

~2.I4 

3.8 

20 

18.4 

Cuiient account deficit (per cent GDP) 

3.2 

0.4 

1.8 

0.5 

0.9 

External debi-ODP (per cent) 

30.4 

41 

39.8 

35.9 

32.7 

Interest-exports (per cent) 

18.2 

16.5 

IS.I 

12.8 

IIJ 

Pbieign tiiroct invettment (ra $) 

97 

ISO 

341 

586 

1314 

Foreign portfolio invetuneat (m $) 

5 

8 

92 

3649 

3S«I 


Sourer. Economic Survey, varioas bsiMS, Minisiry of Riiancc. OovanmeM of India. 
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appreciation during I993-9S and steep 
defireciation towards the end of I99S and 
beginning of 19% because the magnitude 
of capital flows (inflows to begin with and 
outflows subsequently) was small. Had 
controls on capital flows been completely 
lifted, periiaps, the magnitude of capital 
inflows and outflows would have been much 
huger for the central bank to effectively 
intervene and prevent peso type of crash. 

Domestic savings and investment (as per 
cent to GDP) showed an increasing trend in 
India during 1991 to 1995 whereas in Mexico 
domestic investment was more or less 
constant while savings fell from 21.6 per 
cait to 14.7 per cent (during 1987-93). As 
has been discussed in detail elsewhere (for 
example, see IMF, 1995) the major causes 
of su^ fall gap between CDS and GDI is 
that domestic savings was substituted by 
foreign savings. The increase in consumption 
was brought about by acombinationof factors 
(a) appreciation of REER, (b) reduction 
barriers to trade (c) free access to domestic 
and international credit for consumption (due 
to domestic financial liberalisation and 
liberalisation of capital flows (d) income 
effect of rise in real interest rate (e) wealth 
effect of rise in bond and share prices.^ 
Whereas in India's case the both gross 
domestic savings and investment showed 
an increasing trend. Current account 
deficit as outlined above did not worsen 
beyond manageablelimits.This was because; 
(a) nipee did not appreciate sharply and got 
corrected in very short period of two years 
(between 1993 and 1995), (b) import 
liberalisation was gradual (c) domestic 
financial liberalisation was very minimal 
and credit did not flow to consumption, 
(d) Real interest rate did not rise high to 
have any significant income effect on 
consumption (e) wealth effect on 
consumption was not pronounced as the 
stock market did not witness big bubble 
because foreign portfolio investment was 
greatly curtailed. 

Thus, in summary it would appear that 
India avoided Mexican type of peso crash 
by the following measures: 

(1) Gradual trade liberalisation; (2) Minimal 
and gradual domestic financial liberalisation: 
(3) Minimal and gradual liberalisation of 
cigntal flows with particularly high restriction 
on portfolio investment flows; (4) Floating 
the exchange rate within two years of reform 
in phased maimer. These findings support 
the majority viewpoint and findings in the 
Ikendure regarding sequencing of reforms 
- that capital liberalisation should be after 
the trade reforms [McKinnon 1971, 1973, 
Edwards 1989, 1990, Edwards and 
Wijnbergen 1983, 1986, Rodrik 1987, 
Corden 1987, Calvo 1987]. 

On the issue of speed of reforms this study 
suppofU gradualism. India which adopted 


gradual reforms avoided currency crisis aixl 
shock arising out of such crisis. Mexico 
which went for the big bang type of reforms 
ended up with crisis. We find that in case 
of India, there was a rising trend in savings, 
whereas in Mexico, there was a steep fall 
in savings rate. This observation is line with 
the results of the theoretical models by 
Edwards (1984), Edwards and Wijnbergen 
(1983, 1986). As noted earlier, the above 
researchers had argued that gradual 
liberalisation leads to rise in present period 
savings. However, it is not clear what will 
happen to the long-run savings behaviour in 
the two countries. Rodrik's hypothesis that 
liberalisation need not result in rise in savings 
is supported by the evidence from Mexico 
(at least from a short-term perspective) and 
not from India. 

The crucial question is why gradualism 
works? Our opinion is that it gives time fm 
institutional change required necessary for 
smooth transition to market-based economy, 
it would be unrealistic to assume that firms 
will be able to reorient their management 
skills to the liberalised environment 
overnight. After all the approach to 
management which would have evolved over 
time under regulated environment would not 
be easy to change in a short span of time, 
it is only fair that domestic industry is given 
time to adjust to the liberalised environment 
and gear up to domestic and foreign 
camped tion. 

In the banking sector, rapid liberalisation 
may result in banks building up bad portfolio 
of assets (high yielding but highly risky) in 
their urge to increase profits. This will 
particularly so if the maiket structure is 
monopolistic. In presence of rapid reforms, 
such opportunities are presented by soaring 
stock and real estate prices, demand for 
consumer goods, etc. When the bubble bursts 
the banking sector will be left with bad 


portfolios and heavy losses. In the oeM 
of Mexico. For instance, in the aAentuth 
crisis, the central bank with the help of 
billion loan from the World Bank, hac 
bail out the banks. As against this In Inc 
the gradual liberalisation has resulted in n 
private sector banks competing with vas 
deregulated public sector banks. There w 
no major shocks to this sector. Even with) 
major liberalisation, in 1992 some banks 
India had to face losses as they tried 
exploit the lack of timely supervision on p 
of the central bank to make profits by erUen 
into illegal funding of brokers in the sto 
market to acquire shares. The soaring stc 
marked attracted funds from sottK of 
banks as the market value of their portfo 
of government securides had eroded due 
the rise in interest offered on new go vemnu 
securities.* When the news of illegal fir 
of funds from banks to the stock mar' 
broke out, the stock prices collapsed by o' 
40 per cent in a sh^ span of time. Sin 
the regulations were present restricting flc 
of bank funds to .strKk rruirket, the probi 
was not widespread and affected oiily sot 
banks which tried to find loopholes a 
manipulate the rules. 

Hasty liberalisation may not result in a 
improvement in welfare. For instance, sudd 
deregulation of sectors where there ha 
been public monopolies created policy c 
resultin private monopolies andexploitati 
pricing behaviour. Mexico's rap 
privatisation of public sector enterprises 
case in point.The Economist (October 2 
Survey on Mexico, p 19) stated that. 

The privatised telephone company owr 
has become one of the richest men in t 
world, because he faces no compedtion 
international calls, and customers have 
pay outrageous rates. 

The above story underscores the need t 


Tasle S: Trends in Macro-Economic Variables in Mexico 


Macro-Economic Variable 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

19 

Growth rate of CDF 

1.7 

1.2 

3.5 

4.5 

3.6 

2.8 

0.6 

- 

Inflation (CPI based) 

159 

51.7 

19.7 

29.9 

18.8 

11.9 

8.3 

f 

Foreign exchange reserves (b $) 

8 

6 

6.5 

10.1 

17.9 

19.4 

25.4 

( 

Gross domesuc savings (per cent GDP) 
Gross domestic investment 

21.6 

18.2 

18.5 

18.7 

17.6 

16 

14.1 

i: 

(per cent GDP) 

Exchange rate (P/dollar), 

19.3 

20.4 

21.4 

21.9 

22.4 

22.8 

20.6 

21 

end of the period 

REER (1980cl00), iactcasc means * 

2.2 

2.26 

2.64 

2.94 

3.08 

3.12 

3.106 

4. 

appteciatioa) 

56.3 

73.1 

73.3 

77.4 

85.9 

93.3 

99.3 

9<: 

Growth rate of imports ($) 

16.4 

52.4 

25.5 

22.9 

22.1 

26.2 

1.5 

2C 

Growth rote of exports ($) 

38.8 

2.8 

12.9 

17.6 

1.7 

4.4 

9.9 

13 

Current account d^icit (per cent GDP) 

2.2 

-2.3 

-2.9 

-3.2 

-4.8 

-6.8 

-6.4 


External debt-GDP (per cent) 

82.1 

59.8 

46.9 

43.8 

40.4 

34.6 

33.2 


Interest-exports (per cent) 

27.6 

27.1 

24.6 

16.7 

17,9 

16 

14 

14 

Foreign direct investment (m $) (net) 

3246 

2594 

3037 

2549 

4752 

4393 

4389 

79' 

Foreign portfolio investment (m $) (net) 

0 

0 

0 

563 

4404 

5365 14297 

45: 


Siiurcei: (i) WorUEconomic OntlMik. IMF. May I99S. (ii) WorUDtbt TiMts, World Bank, I9< 
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iititirtional reform to go band in hand with 
beraliution. Maifceu also require certain 
lies the game. The type of niks, norms, 
ritten as well as unwritten, contracts 
squired for orderly functioning of mailtete 
ve to evolve over time. In today’s 
veloped economies, the rules of the market 
me have evolved over a period of long 
me. Some of these norms may evolve after 
series of trial and error exercises, 
radualism gives scope for such process of 
stitutional change to evolve over time, 
'hereas big bang reforms results in mismatch 
Xween institutioiuil set up and the needs 
' orderly functioning of market-oriented 
'Stem. 

t is argued that one of the miyor reasons 
’ Peso crash was the adverse domestic and 
Ltemal shocks. On the external from as US 
rmomy recovered in 1994and similar trends 
ere observed in some other industrial 
luntries, demand for funds outside Mexico 
creased and world interest rates started 
ming up. This partly resulted in shifting 
pital out of Mexico. I^her within Mexico,, 
: uprising of Chiapas in January and 
xember 1994, and political assassination 
presidential candidate Colosio resulted in 
iitical crisis leading to loss of confldence 
part of investors. 

India did not face any such major internal 
ocks (exempt for communal riots in some 
jjorcitiesforabrief period in 1994)during 
: period of reforms. And controls on capital 
>ws meant that domestic fmaiKial m^et 
ui not linked to world financial markets 
a big way and firming of world interest 
.es did not have any major impact on 
Jian economy. 

While the adverse shocks might have 
ggeted the crisis in Mexico, the facts such 
steeply declining savings rate, widening 
d unmanageable current account deficits 
the wake of vastly appreciated REER, 
t too impressive growth (average of 
der3..5 per cent following reforms). 
Me all negative indicators of the impact 
reforms in the eyes of international 
'estors. 

(D) Conclusive Resiarks 

_n this paper we attempted to compare and 
ntrast the experiences with economic 
orms introduce by two countries Mexico 
d India at more or less similar points in 
ie (late 1980s and 1990s) and tried to 
ison 4ut as to why India did not face 
rrency crisis whereas Mexico did. We find 
-t while the economic reforms adopted 
at similar on many counts, there were 
.nificant differences too.ThesedilTerenccs 
:re: (I) Overall, India adopted a gradual 
orm strategy whereas Mexico went for 
" bang type’ of reforms. (2) India was 
ry slow in the financial sector reform, 
tereas Mexico deregulated financial 


sector very fast. (3) Exchange rate was 
floated within two years of introduction 
of reforms in India. In Mexico, it was 
done after seven years of introduction of 
reforms. (4) Trade liberalisation was 
gradual in India with quantitative 
restrictiont on import of consumer goods. 
(S) India maintained moderate restrictiont 
on FDI flows and very high restrictions 
on short-term portfolio flows as opposed 
to full liberalisation of all types of capital 
flows in Mexico. 

We notice that the patten) of behaviour 
of REER and BoP were very similar in both 
India and Mexico. Following the reforms 
there was pressure on the REER to appreciate 
in both countries (mainly due to capital 
i nflows) and current account'defidt to widen, 
and thi s was followed by pressure on currency 
to depreciate (due to capital outflows). Since 
there were capital controls in place in India’s 
case, the pressure on currency to appreciate 
to begin with and depreciate subsequently 
was much less than diat in Mexico, where 
the magnitude of capital inflows and outflows 
were large. Also, since the rupee was floated 
within two years of reform, sigruds such as 
widening of current account deficit were 
picked up by the market early enough to 
prevent prolonged appreciation of REER. 
In the Mexican case the fixed exchange rate 
regime prevemed rapid correction to the 
REER. Finally we also examine the advene 
shock hypothesis. We observe that India 
had the advantage of no major adverse 
internal shocks disrupting reforms 
whereas Mexico faced adverse shocks. 
We are of the opinion that adverse shocks 
might have been the trigger of the crisis, but 
the cause was largely the process of 
implementation of reforms. 

While it may be a bit of speculation, 
one gets the feeling that while Mexico 
was too fast in her reforms, India was too 
slow. India could have proceeded much 
faster on the domestic financial sector 
liberalisation. This could have facilitated 
speedier lifting of capital controls than 
what is possible now. Also, she could 
have removed controls on FDI at a faster 
pace. In case of both Mexico and India 
we find that despite short-term crisis (or 
apparent crisis), FDI shows steady 
increasing trend. They are not the cause 
of currency crisis in Mexico. 

What India needs at this point of time is 
gradual removal of quamitative controls on 
imports of consumer goods, faster 
libmiisation of domestic ftnandal system 
and faster elimination of controls on FDI. 
Controls on shon-term flows should not be 
removed until economy stabilises with 
respect to all other aspects of refosms. Hiis 
should be the last step of liberalisation. If 
inward FDI is tied up with export 
commitment, this could provide a useful 


cushion for management of BoP when 
controlt are removed on imports to begin 
with and short-term capital flws at the end. 
Several successful reformers (including 
China) have used this as an effective way 
of export promotion. 

We may draw the following lessons for 
developing coutrtriet which aieitnplemealing 
reforms: (i) It may be advisable to go slow 
on the financial sector liberatlsation, 
(ii) capital liberalisation, particularly 
liberalisation of short-term c^tal flosrs, 
could wail till trade reform and domestic 
financial sector reforms is effected, (Ui) it 
is necessary to avoid appreciation of 
REER, by allowing the rate to be market- 
determined early on in the reform proceu. 
This is not to say that prudent central bank 
intervention is not necessary in the flexible 
exchange rate regime and (iv) overall, 
gradualism may be better than ‘big bang’ 
type of reforms. 

Appcndixl 

India’s Exchange Raie Reoshb 

From 1970s to March 1,1992, India was 
under fixed exchange rate regime. The 
exchange rate was determined by the Ceitnd 
Bank of the country, the Resem Bank of 
India (RBI). The rate was adjustedinrdatioa 
to a basket of currencies. Normally the rates 
were continuously adjusted by tmdl margiM 
(referTaUe2).OnlyinJnly 1991 there was 
a sleep devaluation of rupee vis-a-vis dollar 
by about 22 per cent. The devalued rupee 
stood at Rs 26.10-26.20 per dollar 
immediatdyfoUowiitgdevaluatioit In March 
1992, the rupee was partially floated and 
thus dual exchange rate system came into 
existence. According to this regime, there 
were two rates: an official rate (40 per ocot 
of all exports had to be smTeadered at this 
rate) and a market rate (most imports, and 
60 per cent of exports were to take place at 
this rate). The market rate ruled higte than 
theofficialexchangerateduringMarch 1992- 
Fbbruaty 1993 (the average official ram sras 
about Rs 26.20 and market rate was Rs 30 
per US $). On Mardi 1, 1993. the dud 
exchange rates were unified into one maricet 
exchange rate, and all tnnsactioiit had lo 
take place at the matket-deiermi H ed exrh a Hg e 
rate. Thus since March 1993 aUtra nsa ci i ona 
are taking place at the market rate determ in ed 
by the forces of denund and tnpply in the 
interbank market 

However, the central bank i m ervenes to 
regulate the market It is more a system of 
managed float. For example. foUowiQg the 
foreign capital - friendly measures adopted 
since September 1992. and the full float 
of rupee in March 1993, by mid-1993 
there was a surge in foreign capital flnwa. 
The RBI ended up buying the fornigB 
exchange in the market wMch naallad in 
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accuimdatiaa of foreign exchange leservcf 
(refer Table 4). When rupee began to 
tlepfeciate sharply towards the end of 1995 
and beginning of 1996, and central bank 
sold foreign exchange. 

Appendix 2 

Inha’s Financial SBcron Reforms 

India proceeded cautiously on the 
banking sector reforms. Speciflcally the 
following measures were Introduced: 

(a) Gradual reduction ofthe reserve ratios 
to targeted levels (this goes parallel with 
the commitment to reduce fiscal deficit), 

(b) Making the banks to comply with 
stiicter disclosure norms (duly recognising 
the non-performing assets in the their 
statements) (c) Strengthening competition 
by allowing 10 private banks to compete 
with existing public sector banks and 
(d) Gradual interest rate deregulation. 

The interest rate regulation began by 
fixing ceiling rates on deposits and floor 
rates on loans of biuiks. This followed by 
freeing interest rates on loans above 0.2 
million Indian rupees, freeing of deposit 
interest rates on time deposits of two-year 
duration with banks, freeing time deposit 
interest rate charged by non-banking 
finance companies subject to certain 
compliance norms such as credit rating 
from designated agencies (deposits by 
these companies are not covered by deposit 
guarantee scheme). Non-banking Finance 
companies alto collect deposits and lend. 
However they are not allowed to offer on 
regular banking services such as checking 
accounts and other such banking services. 
This whole process of interest rate 
der^ulation was spaced over six years, 
and is yet not complete. The fact that the 
public sector banks are the major players 
in the banking sector also gives some 
indirect control for the central bank and 
the government over the interest rate and 
credit allocation even if all other controls 
are lifted. 

On the capital markets front foreign 
institutional in veston were alio wed to i n vest 
in Indian stocks beginning in September 
1992. There are restrictions on the share of 
capital they can hold in Indian companies 
and these lestfictkms are being gradually 
relaxed. Sdected Indian companies were 
also allowed to access internationai markets 
in 1992. These two sources were the main 
source of foreign investment flows into the 
economy. 

Notes 

1 Soaice: World Bank, Trtndi in Developing 
Eamomiet, 1996. 

2 Thr £con<NiMfr, October 2g, 1995 estimated 
that 10 per cent of eipiity of banks wu lost 
becaase of foreign exchange exposure. 


Further it also notes that non-performing 
usets, and overdue loaiu were at 10 per 
cent of OOP. 

3 In the months of October 1995, December 
1995 and February 1996 there were severe 
downward pressures in the foreign exchange 
market. 

4 The Mexican stock index Bolxa rose by over 
430 per cent between 1990-93. 

5 Stock prices tnuled to rise (as in the cate of 
Mexico) as bull operalon expected rite in 
corporate earnings following liberalisation. 
Sotne bull opetaton, took advantage of this 
boom and artificially perked up rtemand for 
securities, using the funds illegally channelled 
from the banking sector. 

6 The rise in interest was put of the stabilisatioa 
package Ui control infl^on and to reduce the 
dependence of govemroent on cheap funds 
fnm the banking sector. 
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WumiiigHearts and Mmds 

Foreign Aid and Militarisation in the Chittagong Hill Tracts 

JaoB^ Arais 

Development aid to Bangladesh has, both directly and indirectly, not only added to continuing militarisation of the 
Chittagong Hill Tracts (CHT) and human rights violations, but also to a systematic destruction of the mode of production, 
way of and culture of the Jumma people. Any political sohaion to the CHT conflict would require a fundamental 
change in the arrogant and neocolonial attitude of the donors, a willingness to completely alter the nature of aid itse^ 
based bn an explicit choice for structural support to the poor, and a recognition of the right to se^-determination of 
indigenous peoples. 


NCREASINGLY donor governments have 
made development aid conditional to the 
observance of human rights and 
democratisation in the receiving countries. 
However, many donor governments and 
institutions practice double standards. In a 
large number of countries in the south 
violation of human rights has had few 
ixmsequences for the aid disbursed. In a few 
imses it did lead to a decrease and sometimes 
:ven a stop on development aid, such as in 
Jk case of Indonesia: the Dutch government 
(topped all its developinem aid to Indonesia 
flwa massive blood-bath by the Indonesian 
irmy in East Timor in 1991. However.here 
ilso the hypocrisy became evident when 
rade links were strengthened after that. 
>itch-Indonesian trade is flourishing even 
note than before. 

The application of the human rights 
:riterion has turned out mostly to be 
lependent on the self-interest of donor 
Covemments and institutions. Despite serious 
luman rights violations in Bangaldesh 
lonors have so far refused to stop or reduce 
heir huge flow of aid to this country. In this 
taper the situation in the Chittagong Hill 
'racts (CHT) which is characterised by 
nilitarisation and grave violations of human 
ights, taking nearly genocidal proportions, 
vill be taken as an example. Donor 
tovemments and institutions have not gone 
urther dian expressing 'concern' about the 
situation in the CHT and reftiMd to stop or 
tduce aid or to consider making continued 
lid conditional on or instrumental to a speedy 
olutiontoihe more than 20-yearold conflict 
letween the government and the indigenous 
umma people. The often heard atgumem 
f donors is that it would be immoral to stop 
id to such a poor country as Bangladesh; 

' aid would be stopped the poor people 
vould suffer. However, this ispurehyp^sy. 
niy a small percentage of all the aid really 
lenefits the poor. Most of the aid is spem 
n huge o^iital consuming infrastructural 
mjectt which do not benefit the poor at all 
nd a lot of the capital comes back to the 
id-giving countries in the form of goods 
divend, salaries for consultanu and experts, 
tc. The interest of dotiors in the natural 
esourcesoftheCHTinayplayaroleaswe)l. 
Iwre are large unexploit^ natural gas fields. 


coal and uranium have been found and there 
is a high likelihood of oil. Foreign companies 
have already shown interest in exploiting 
these resources. - 

The half-heahed attitude of donor 
governments and institutions as well as the 
lack of information on and interest in the 
CHT among Bengalis has enabled the 
Bangladesh government to get away with its 
oppressive policy md to continue the military 
occupation of the CHT. It has allowed the 
govemmeia to put up a facade of negotiations 
with the Jana Sarnhati Samiti (ISS), the 
underground political ptuty of the Jumma 
people (as the indigenous peoples in the 
CHT call themselves collectively), and 
repatriation of two batches of Jumma 
refugees, in total some 5,000 persons, from 
Tripura, India in 1994. However, three and 
a half years of negotiations have not had any 
fruitful results and it is clear that in reality 
there is no sincere willingness on the side 
of the B NP government to come to a politiod 
solution. Still the donors continue their aid 
as before and meanwhile sit back, awaiting 
the outcome of the negotiations. 

In this paper, taking the example of the 
CHT, it will be argued that foreign inter¬ 
ference, in particular development aid to 
Bangladesh has, both directly and indirectly, 
not only added to continuing milharisalion 
of the CHT and human rights violations, 
but also to a systematic destruction of the 
mode of production, way of life and culture 
of the Jumma people. It is alto lugued that 
on the contrary, concrete steps by donor 
governments and institutions could 
contribute to a political solution of the CHT 
conflict But this would require a fundamental 
change in the arrogant and neocolonial 
attitude of most of the donors, and a 
willingness to completely alter the ntfure of 
aid itself towards a just and equitable 
distribution of the world's riches, based on 
an explicit choice for structural support to 
the poor and oppressed classes to control 
their own lives and recognising the right to 
self-determination of indigenous peoples 
so that they can help themselves. The 
debate about the rights and wrongs of aid 
conditionalities, which is of course of 
interest here too, is not touched upon In this 
paper. 


Hisroav of FoaEtoN iNieiiFEaBNCE in CHT 

During the Moghul empire there has been 
a tributary relruionship with the indigeiiaus 
people of the CHT, but the area was largely 
left ak»e. Significant foreign ioterferenoe 
in the CHT started with the annexation of 
the frontier regkm I 9 the Btidth colonial 
rulers in 1860lo safeguard their poli t ical a n d 
economic interests. With the recognitioo of 
the indigenous nqas (chiefs) who were 
appointed as collectors of revenue under the 
supervision of a superintendent and later of 
the district commissioner, the British 
established indiiect rule. IheBritishdeciared 
ail land in the CHT as govenunent property 
and the indigenous people weregivcn tenancy 
rights over the land.' According to Jumma 
traditions however, all land it coronainally 
owned and yearly divided by the village 
headman among the people for ‘jhan’ 
(shifting) cultivation. 

The British alto introduced plough 
cultivation. Officially the argument was that 
jhum cultivation was detrimerital lo the 
environment, but the underlying argument 
was that ihit was expected to in creas e the 
land revenue aitd at the same time it would 
be easier to collect revenue fnmi die people 
once they were setded in one pla^ the 
govemmeiu would then be less d e pendent 
on the chiefs for tax coUectioa. Even though 
the process was slow. Benph immigraius 
took most advantage of the iniroductioa of 
plough cultivatioo and the credit flKil i ti ei 
that were given. At the same time tte 
introduction of plough cuitivstion led lo 
social and economic difleifiitistion ansnug 
the indigenous groups as wen as among the 
members of the same group. Those from 
among thegroiqisinlberiver valleys, mostly 
the Chakma and Manna, who m a na ged » 
acquire plough land, benefi t ed the most, 
whereas the groups on the mouBtaiB ridges, 
such as Mtu, Bav^ Pankhna, oonlianed to 
live mainly frirni jhum cultivaiioo. The 
introduction of plough culbvarion also led 
to "increase of popidation in the v alteys . 
growth of oomineicial and urban ceatres, 
circulation of money tod the growth of 
conunodity pn>duction’'(Dewan I99l£h 4 }. 
Thus, the tr an sformation of a aeif-reliaHt 
economy to a market-dependeat eonaomy 
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was set in. Also, to curb jhum cultivation 
further the British declared two-thirds of the 
area as forest reserve and access to these 
reserves became strictly limited, thus 
depriving the indigenous people from a 
laii^ part of their jhum land. As a result 
the pressure on land increased and the 
fallow period of the jhum cycle decreased 
fiom 1 ^20years to 8- lOyear periods [Dewan 
1991]. 

In 1900 the so-called ‘1900 Regulation’ 
was introduced. This provided the CHT with 
a special administrative status and set strong 
limitations to the growing interference by 
the Bengali plainspeople in the CHT. With 
it a special judicial system was introduced 
for the CHT, the transfer of indigenous 
people's land to Bengalis from the plains 
was prohibited and all land transfers needed 
the approval of the district commissioner, 
in consultation with the local headman. The 
introduction of the 1900 Regulation was 
obviously for strategic reasons: the 
indigenous people who had strongly resisted 
invasion by the British were to be pacified 
to serve as a buffer against other‘wild races' 
on the frontiers of the British empire. 
Nowadays, however, Jumma people 
generally still value the 1900 Regulation 
highly, as it did give their area a special 
status and protected their (landed) interests 
much more so than is the case under the 
present government of Bangladesh. One of 
the demands of the Jana Samhati Samiti is 
the retention of the 19(X) Regulation. 

With partition in 1947, Chittagong town 
with its harbour was given to ^kisun to 
compensate for the loss of Calcutta. Its 
hinterland the Chittagong Hill Tracts, 
although originally promised to India, was 
traded off for the Sikh-predominant 
Fnozepur and Zira subdivisions in the Punjab 
(Mey 1984:98]. Under Pakistani rule the 
1900Regulation was amended several times 
to limit the special status and finally in 1964. 
during the military regime of Ayub Khan, 
the special status for the CHT was abolished. 
The result was an increasing influx of 
Bengalis from the plains and consequently 
a growing exploitation of the indigenous 
pi^lation. 

The First ‘Developmeot’ Programmes 

From the 19S0s the economic exploitation 
of the CHT entered a new phase when the 
Pakistani government started opening up the 
hills and set up industrial development 
projects in theCHT aided by foreign capital. 
In 1933 the construction of the Kamaphuli 
paper mill at Chandragona was completed. 
The construction was carried out with the 
help of foreign funds, including a loan of 
$ 4.2 million from the World Bank. The total 
cost was Rs 63.90 million (then approxi¬ 
mately $ 13 million) three-quarter of which 
was spent on purchases of plant and 
machinery from^ropeandtheUS. Millions 
of tons of bamboo and soft wood have been 


cut in the CHT for paper produetkm. The 
mill created about lO.OOOjobsbuttnorethan 
93 per cem of the employees are Bengalis 
and the few Jumma peo^e employed are 
only in lower ranking positions. The same 
counts for the Kamaj^uli Rayon mill that 
was constructed in 1^ with foreign funds 
at a cost of Rs 1.3 million. Similarly, die 
Canadian-funded Betbunia Satellite Station, 
set up in the early 1970s, serves only the 
elite who can afford television sets and long¬ 
distance telephone calls. [Dewan 1991:224, 
225, 239]. 

Between 1959 and 1963 the Kaptai dam 
and hydro-electric project were constructed 
with funds from USAID and at a cost of Rs 
2.4 million. The special status of the CHT 
was abolished afW the construction of the 
Kaptai dam and the hydro-electric project 
had been completed. Due to the reservoir 
created by the dam 1,036 square kilometers 
were inundated; including 21,833 hectares 
of plough land, i e, 40 per cent of the arable 
land in the CHT [Dewan 1991]. One lakh 
people were displaced and most of them did 
not receive any compensation at all: many 
of them had no choice left than to move to 
India or to survive by jhum cultivation. Only 
1 per cent of the energy generated by the 
Kaptai project (which provides only a very 
small percentage of the total energy 
consumption in the country) is used in the 
CHT. Besides most of the indigenous people 
do not even have electricity in their homes. 

The (Canadian consultancy Forestal which 
was invited by thelhen Faktstani govemment 
to study the possibilities for future 
development in the CHT concluded in 1966 
that before the construction of the dam the 
indigenous people had “adequately adjusted 
to the limitations imposed by the physical 
environment”. But after that a “disastrous 
cycle of over-cultivation had I ed to depletion 
of soil fertility, loss of forest cover, serious 
erosion and further increased pressure on the 
remaining land" [Anti-Slavery Society 
1984:33]. It was further concluded that: “a 
change to a system of permanent intensive 
agriculture must be made wherever 
possible...More of the hill tribesmen will 
have to become wage earners in the forests 
or other developing industries and purchase 
their food from fanners practising permanent 
agriculture on an imensive basison the limited 
better land classes" [Chittagong Hill Tracts 
Commission 1991:76]. This set the tune for 
all future developmern programmes in the 
CHT. Forestal recommended restriction of 


Jhum cultivation and the introduction of 
horticulture. Horticulture was introduced in 
the 1970s. With the construction of the dam 
and subsequently maricet-oriented develop¬ 
ment programmes, the destruction of tte 
indigenous self-sufficient economy was set in. 

PounCAL DBVBLOniENTS AFraa 
iNOerENDENCE OF BANOLAOeSH 

After the bloody war of indqtendence of 
1971 which cost the lives of three million 
people and resulted in the formation of the 
nation-state Bangladesh, a delegiUion of the 
Jumma people met prime minister Sheikh 
Mujibur Rahman in 1972. The delegation, 
led by Manobendra Narayan Laima, member 
of parliament for the CHT, demanded 
regional autonomy and retention of the 1900 
Regulation. Strong Bengali nationalist 
feelings caused the government of the new 
nation to ignore the specific characteristics 
and history of the CHT. Mujib, the leader 
of the Bengali nationalist movement who 
had led the nation to independence, rejected 
the demands of the delegation as secessionist 
and said that it would encourage ethnic 
feelings. The Jummas were then left with no 
hope for any safeguards from the new 
govemmem and set up their own political 
party, the Jana Samhati Samiti (JSS). A year 
later its armed wing, the Shanti Bahini, was 
set up, but it was not until 1976 that the first 
arm^ attack was carried out on an army 
patrol in the CHT. On a visit to Rangamati 
in 1975 Mujtb added fuel to the discontent- 
mentof the Jumma people when he told them 
to beconte Bengalis and threatened them 
with consequences such as sending the army 
and settling Bengalis from the plains in the 
area if they would help the resistance 
movement [Mey 1984:58-59]. Thereupon 
the Jumma people angrily left the meeting. 

In 1973 General Ziaur Rahman came to 
power through a military coup and martial 
law was imposed in the country. General Zia 
was favournl by western governments and 
co-operation with these, in particular with 
the US, increased considerably. Mujib had 
been an ally of the Soviet Union and India, 
and although he had received a lot of aid 
for relief and reconstruction from western 
countries, he had been reluctant to accept aid 
conditionalities, such as an Aid Consortium, 
from western goveminents and institutions 
who were eager to increase their influence 
in Bangladesh. Due to the worsening 
economic situation, especially after heavy 


Table I: Potulation in the CHT 


Census 1991 _Censut 1981_ Pamu. iota 

Total Tribal Non-Tribal Total Tribal Non-Tribal Tribal Non-Tribal 
(Percent) (PerCeni) (PerOnt) (Pn'Oat)(PerCent)(PerCent) 


Bandarban 229.613 

47 

53 

161,987 

35 

43 

NA 

NA 

Khagraclwi 340,095 

48 

32 

263,390, 

65 

35 

NA 

NA 

Rangamati 397.713 

57 

43 

289,897 

63 

37 

NA 

NA 

Total 967,420 

51.5 

48.5 

708,436 

62 

38 

81 

19 


Source: The CMuagung Hill Tracis CommissloH, Update 2, April 1994, Foomoie 11. p 9. 
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loodi and the following famine in 1974, 
lujib finally had been compelled to give 
I to their presaure and accept an Aid 
looioftiiim chaired by the World Bank [Riaz 
994: Ch 4], 

During Mujib'i time, however, no 
evelopment programmes were planned in 
ie<3IT. Whm General Zia came to power, 
wstent aid was increased and the country 
ecamemuch more tightly incorporated into 
K global capitalist economy. Also for the 
HT, development programmes were set 
p. Denationalisation of industries that had 
een nationalised under Mujib was 
ompleted. In contrast to Mujib, General Zia 
ut emphasis on Bangladeshi nationalism, 
> be distinguished from the Bengali 
Btionalism (which could be interpreted as 
ndncing Bengalis from West Bengal). The 
werbare of the government shifted more 
om the nationalist forces and the landed 
lasses to the upcoming new rich merchant 
lass and the army who were closely co¬ 
perating with each other. This trend con- 
nied under the regime of General Ershad. 
While India had been an ally of Mujib and 
ad played an important role in the liberation 
'ar, the relationship between the two 
eighbouring countries deteriorated after Zia 
une to power. After army officers had 
Hied Mujib and his family in I97S, almost 
;ttainlywilhthehelpoflhe(nA, there were 
iimerous rumours about apossibile invasion 
y India. Since that time India has been 
srceived as a threat by the successive 
jveroments of Bangladesh and both 
mntries played their power games. India 
Mistruct^ the Farakka Dam to control the 
anges waters for the benefit of Calcutta, 
jt uses the dam at the same time to control 
«flow of water to Bangladesh. Both sides 
pilarty accuse each other of supporting 
errorist' autonomy or independence 
lovements on the other’s territory, 
angladesh blames India almost emirely for 
le continuing resistance of the JSS and the 
hand Bahini in theCHT. while fndiaaccuses 
angladesh of supporting Indian insurgency 
lOvements such as the Assamese ULFA and 
lowing the Pakistani intelligence service 
;i to train Kashmiri insurgents in the CHT. 
is not unthinkable that India uses these 
sues to pressurise Bangladesh for its own 
terests, such as a transit route from north- 
tst India through Bangladesh. Similarly, 
angladesh points the finger to India as the 
luse of its proUems in the CHT rather than 
cing its own role in the troubles there. 

Settlement or Landless Benoaus 

During Zia’s regime plans for the settle- 
ent in the CHT of hundreds of thousands 
landless Bengalis from the plains were 
weloped in secret atxl from 1978 the 
ttleniimt schemes started. Simultarteously 
huge military force was deployed in the 
HT. In a secret memorandum dated 
Member 15,1980 from the deputy com¬ 


missioner of the CHT to government officials 
in other districts, gui^lines were given 
regarding the second phase of the seulemetH 
of landim non-tribal families from other 
districts in the CHT. Each family would be 
given S acres hilly land, 4 acres mixed land 
or 2.5 acres paddy land, as vrell as some cash 
money and foodgrains for 6 months [Anti- 
Slavery Society l984:Appendix 1]. In 1982 
a third phase was auth^sed under which 
arxtther 2,50,000 Bengalis were to be settled 
in the COT. In total, more than 4,00,000 
landless Bengalis were given land in the 
COT from 1978 to 1983. They were settled 
mostly in the fertile river valleys. Although 
the government settlement programmes have 
officially been stopped in 1985 Bengalis arc 
still being settled in the CHT. For instance, 
in 1993 Bengalis who had been displaced 
by a government project in Comilla district 
were settled in theCHT. In 1993-94Bengalis 
were settled in Mogban mouza under 
Rangatiuui thana on about 500 acres of land 
on which Jumma people had been resettled 
in 1977-78 for a coll^ive farm project of 
the CHTDB. The Jummas received no 
compensation. Recemly, Bengalis are being 
settled under the pretext of rehabilitating so- 
called ‘floating people’, but in fact most of 
these ’floating’ Bengalis are newcomers to 
the CHT. 

The government settlement programme 
meant a dramatic change in the demographic 
pattern in the COT. While at the beginning 
of this century the indigenous population 
consisted of more than 98 per cent, in 1974 
it had reduced to 81 per cent and now the 
less than 5,00,000 indigenous people are 
practically outnumbered by the Bengalis 
(Table 1). 

Officially, the low population density in 
the hills and the overpopulation in the plains 
were given as an argument forthe settlement 
of Bengalis, invalidly comparing the hilly 
land in theCHT to the fertileplains. However, 
the underlying motive was to outnumber the 
Jumma people andunderminetheirrBsistance 
movement and demaitd for an autoiwmous 
region. Moreover, many Bengalis illegally 
occupied Jumma people's land and often 
acquired false land documents for it too. The 
settlement of Bengalis increased the pressure 
on land even more and due to the large-scale 
alienation of their land Jumma people had 
to fall back increasingly on jhum cultivation 
as a last resort. The fallow period between 


cultivatioD of a jhum fidd has now reduced 
to3to4yeanorsomeliinetevenleulhanthaL 

Govenunent officials did acknowledge to 
the COT commission that the settlement of 
more than 4,00,000 Bengalis under the 
previous governments had been a mistake. 
However, the govenunent refused to give in 
to the demand of the JSS to remove the 
settlers from the COT with the argument that 
according to the constitution of Bengladesh 
any citizen is free to settle aiiywhere in the 
counuy. On the other hand, the Jummas 
argue that under the l900Regnlatiofi,which 
still has not been officially repealed, 
settlement of outsiders in the COT is highly 
restricted and transfer of land needs the 
approval of the district conunissioaer, in 
consultation with the local headman These 
rules have been grossly violated by the 
government. Secondly, the Bangladesh 
government claims that the more than 
4,00,000 Bengalis who '.vere settled in the 
CHT between 1978 and 1985 have been 
given ’khas’ land (government-owned fallow 
land). Apart from the that many seOlea 
have not been settled on khas laiid but on 
the most fertile paddy land, there is a problem 
with the concept of khas land itself. What 
the government regards as khas Imtd is 
essentially the Jumma people’s traditional 
jhum land and forest land which they regard 
as common property, belonging to the local 
community. The jhum land is yearly allotted 
to families for cultivation by the village 
headman, while the forest it for everyone 
to gather forest produett. The concept of 
khas land in itself does not match with Jumma 
notions of landownership. 

Miutaxisation of COT 

With the settlement of Betigalis the mrUtary 
presence in the COT was stepped up. The 
military in power could perceive oi^ of a 
military solution to the CHT conflict The 
Anti-Slavery Society reponed in 1984 that 
by 1980 some 30,(XM) troops, an fslimaiwl 
one-thirdof all regulartroopstrfBangladedi. 
were operating in the COT; the maJber of 
police stations had increased from 12 to 28 
since 1976 [Anti-Slavery Society 1984:571. 
'The international CHTcomnnssioagadKred 
from military sources that diere were more 
than 80 police camps, over230army camps 
and over 100 BDR camps in 1990. 
Cantonmerns have been buih in Dighiaala 


Tabu! 2; List of Maio* Massacses 


Kanungopara. April 1979; 25 Jummas killed. 80 houses burnt. 

Kaukhali. March 1980: more than 300 Jummas killed. 600 houses bomi. 

Matiranga-Tabakbari. June 1981: abom 500 Jummas killed. KM) bouses b«M. 

Bhushanchora, May 1984; more than 100 Jummas killed. 400 houses borat 
Panchari-Oighinola-Kharachari-Matiranga, May 1986: 500 Jummas killed, 2.000 bouses buiiH. 
Bagaichari, August 1988; .38 Jummai kilted, 2M houses burnt. 

Langadu, May 1989; 36 Jummas kilted, hundreds of houses burnt. 

Malyo. Pebrnaiy 1992; .30 Jummas kilted. 

Logang, April 1992; several hundreds of Jummas kilted. 550 bouses burnt. 

Niniarchar. November 1993 (during the cease-fire period); 29 Jummas kilted. 25 houses hurtt. 
Bandarhan. March 1995. .300 homes burat. 
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(Khagnchari district), Ruma and Alikadam 
(both Bandarban district) and a fourth one 
is planned in Ghagra (Ruigamati district). 
There is a naval base at Kaptai and a counter¬ 
insurgency training centre in Mahalchari, 
Khagrachari district. It is difficult to know 
exactly the number of security forces (army 
and paramilitary) at present in the CHT. 
Figures vary from 3S,000to more than60,000 
troops. Taking the conservative estimate of 
35,000 troops this still means that with an 
indigenous population of less than 5,00,000 
in the CHT thm is mote than one member 
of the security forces to every IS Jumma 
people. 

Military officers explained to the CHT 
commission in December 1990 that the main 
purpose of the military in the CHT is 
containment of the guerilla forces by military 
operations against the Shanti Bahini orShanti 
Bahini ‘suspects’ and military control of the 
hill people by counter-insurgency measures. 
Th^ counter-insurgency measures are on 
the one hand to isolate the insurgents from 
the civilian population, cut off their lines of 
supplies and combat them militarily, and on 
the other hand to “win the hearts and minds” 
of the civilian population by so-called 
‘friendship programmes', small-scale 
projects such as income generating projects, 
construction of schools and temples, health 
care ITheCSiittagongHillTracts (Commission 
1991: Ch 3].’ An important part of the 
counter-insurgency programme is resettling 
the population in cluster villages under the 
control of the army. The cluster village 
programme will be dealt with later on. As 
a result of the huge military presence the 
Jumma people live in constant fear and are 
terrorised in every aspect of their lives. 

The army is still in control in the CHT, 
even though the government claims that the 
three ‘elected’ Hill District Councils (HDC) 
whicb were set up underthe regime of General 
Ershad, are in control. The HD(!s are widely 
rejected by the Jumma people because they 
legalise the pnsenct of the Bengali settlers 
and they give no constitutional guarantees 
for the protection of the Jumma people's 
rights and identity. Besides, the Hill District 
Cbundl Acts largely designed by the military, 
and the election process and its outcome 
were fully controlled and determined by the 
military. Moreover, the 1900 Regulation has 
itot yet been repealed. Officially, the army 
is involved in miUung the government policy 
for the CHT through the National Council 
Committee for the CHT in which the CKX^ 
Chittagong, who is in charge of the CHT, 
has a seat This council committee falls 
directly under the prime minister's office 
and is the polkry-m^ing body for the CHT. 

Estabushment of CHTDB 

As already mentioned, thiring Mujib's time 
no big development schemes were planned 
for the CHT. but during Zia this situation 
changed. General Ziaur Rahman declared in 




1976 that the problems in the CHT stemmed 
from the underdevelopmem of the area and 
the Chittagong Hill Tracts Development 
Board (CHTDB) was set up to carry out 
large-scaledevelopment programmes which 
were to solve the CHT conflict Western 
donors stepped in to fund some of these 
programmes. Between 1976 and 1979 the 
World Bank was invited to undertake several 
missions to the CHT to investigate the 
possibilities and make proposals for 
development schemes in the area. However, 
the World Bank never got involved in 
financing the programmes itself. The Asian 
Development Bank, UNDP and WHO 
became the main funders of development 
schemes in the CHT. 

The underlying motives of the CHTDB 
were political and military. A government 
official told the CHT commission frankly; 
“The CHTDB was established to fight the 
Shanti Bahini...Loans are given for private 
purpose, to businessmen and tribal leaders... 
they are showpieces of the government... 
it is mostly a political bribe to tribal 
leaders to buy them off so that they would 
not help the Shanti Bahini” (The Chittagong 
Hill Tracts Commission 1991:84]. A cinema 
hall in Bandarban town built with a 
government loan and owned by one of the 
indigenous leaders is an illustration of this. 
The counter-insurgency objective of the 
CHTDB became explicitly evident when the 
general officer commanding (G(X}) of the 
Chittagong division, who is in charge of the 
CHT, was made its ex-officio chairman 
after General Ershad declared martial law in 
1982. 

Some of the major programmes of the 
CHTDB have been road construction, 
telecommunication, electrification and 
resettlingJumma people in ‘model’ villages 
or ‘cluster’ villages. Despite the rhetoric that 
these programmes are meant for the 
development of the people they serve military 
interests in the first place, in particular the 
counter-insurgency programme. To give an 
example: from every upaziila there are direct 
telecommunication lines to Dhaka, but what 
is the use of this for the hill people? They 
live mostly in villages where they have no 
telephones, nor electricity, while the towns 
and markets are now dominated by Bengalis. 
It is argued that roads are providing the 
people an opportunity to market their 
products in the towns, but roads are first of 
all needed for the military in order to move 
fast. The road from Bandarban t^n to Ruma 
is an exampleof this. The road is constructed 
exactly up to the canton meiK a few kilometres 
before Ruma. a market town, the remaining 
kilometres can be made only on foot or by 
boat. It is also striking that most of the roads, 
such as those under the multi-sectoral 
programme in Khagrachari district (see later), 
have been built in those areas where the 
Shanti Bahini is the most active. Roads 
increase the mobility of the military to combat 
the Shanti Bahini and in the second jriace 


serve Bengali buainesstnea An intematio! 
outcry as a result of reports of massacres a 
other serious human rights violatioru by 
military that started coming out of the ar 
and the lack of security for the foreign work 
in theearly 1980s made Sweden and Austn 
withdraw its road construction for 
development programmes. 

Apart from the political motives beh! 
the development programmes, i 
introduction of cash crop production, su 
as horticulture, forced the Jumma peo 
into a dependency on the market econor 
However, the markets are dominated 
Bengali middlemen who force the Jumn 
to sell their goods for prices far below ■ 
market value and then sell the goods 
much higher prices in the towns and in i 
plains. One Bengali civil servant told • 
CHTCommission: “Most money is spent 
roads to improve our mobility. For instan 
the road to (name of a town), that road co 
about 60 crorc taka for only 4,000 peop 
What the hell will those 4,000 peo( 
contribute for our national economy. It is 
no use in concept of economic activiiie 
(The Chittagong Hill Tracts Commissii 
1991:84]. Similarly, the model - or clusi 
- village programmes serve the counti 
insurgency programme, although the offic 
objective was initially development and lal 
on protection of the people against the Shai 
Bahini. A militaiy officer told the CF 
commission frankly: “The main aim of t 
cluster villages is to cut the line of suppli 
to the Shanti Bahini and to bring the tribf 
and Bengalis into the modern line” [T 
Chittagong Hill Tracts Commissit 
1991 ;S4]. The cluster villages are similar 
the so-called ‘strategic hamlets' set up I 
the US army in Vietnam to isolate tl 
Vietcong from the support of the peopi 
Strategic hamlets were also used by tl 
British in the 1950$ and 1960$ in Malay 
combat the communist insurgents. 'Th 
served as a model for the army in the CH 

Foreign Aid to the Miutary 

During the Bangladesh Aid Consortiu 
meeting in Paris in April l994atotalamou 
of $ 2.1 billion foreign aid to Bangiade 
was sanctioned for 1994-95. The lot 
annual development programme for l994-< 
of the Bangladesh government was $ 2 
billion, this meaits that 75 percent iscoven 
by foreign aid. For 1995-96 in total S I 
billion was sactioned. Offlcial annu 
expenditure for defence is about 15 perce 
of the government budget, but it is comme 
knowledge that unofficially militai 
expenditure is much higher. A lot of tl 
mil itary expenses are budgeted under varioi 
othercategories.suchastelecominunicatio 
housing, thus disguising the militai 
purposes. Expenses for para-military fore 
such as BDR and for the police are ah 
separately budgeted. It Is also comme 
knowledge that former president Brshi 
assured himself of the loyalty of high am 



officen by allowing them unbridled 
comiption ifid loamagaintt very low interest 
rates. Large ariwums of money from foreign 
aid disaj^eared in the pockets of military 
officers. Ershad himself had a good share 
of the cake as well. After his downfall and 
arrest in December 1990newspapers rqxxted 
thtt local currency notes worth a total value 
of about $ 1 million were found in his house. 
A Bengali lawyer claimed that as much as 
50 per cent of the army ran on foreign aid. 
Although it is hard to prove that foreign aid 
is directly spent for military purposes, it is 
certainly true that without foreign aid the 
Bangla^h government would not be able 
to maintain a huge military force i n the CHT. 
Foreign aid allows the government to reserve 
money for military expenditure. 

Togi ve an example from the period during 
which the militarisation of the CHT and 
settlement of Bengalis was at its peak: by 
1985, compared to 1973, the defence budget 
had increased by more than 400 per cent. 
Over the same period the budget for health 
had risen only by 18 per cent. By 1985 the 
defence budget wa.s more than three times 
higher than the health budget, whereas in 
1973 it had been lower (Hartmann and 
Standing 1989:10], Some more recent 
figures: for the financial year 1991-92, 
according to the budget submitted by the 
government to the parliament, the allocation 
for defence was Tk 1,209.83 crore (14.96 
per cent), for the police Tk 307.07 crore, for 
the BDR Tk 157.51 crore. Defence, police 
and BOR together made up 20.45 per cent 
. oftheofftcialbudget.Foreducation 1,255.57 
crore (15.5 per cent) was allocated and for 
health and population control only Tk 409.75 
crore. The estimated income of foreign aid 
was Tk7,296.61 crore (Humanity Protection 
Forum 1992:12]. 

Some of the aid is directly spent for the 
military, for instance part of the food aid. 
About 10 per cent of the rice and 3 per cent 
of the wheat under the Public Pood 
Distribution System (which all comes from 
food aid) is distribute under the category 
‘essential priorities’ (The Chittagong Hill 
Tracts Commission 1992:15]. ‘Essential 
priorities’ meanthearmy,policeandhospital 
^tients; an FAO official in charge of food 
aid ascertained that the amount of food aid 
that goes to hospital patients is negligible. 
Besides a lot of food aid is distributed to 
people in the cluster villages, partly as free 
rations and party as food for work. Between 
1988 and 1991 per month 1800 metric tons 
of rice, at a value of’Tk 2(X} crore, was spent 
on free food rations in cluster villages 
[Humanity Protection Forum 1992:17). As 
indicated, the cluster villages are part of the 
counter-insurgency programme. 

The US and the British have been involved 
indirect military assistance since many years. 
In 1976, under the regime of General Ziaur 
Rahman, founder of the Bangladesh 
Nationalist Patty (BNP), an aid agreement 
was signed with the British to provide 


£ 7,20,000 for the improvement of police 
telecommunications. Under this agreement 
the British alto provided telecommunication 
equipmern. (The Dutch go vemmem had also 
bMn antroacbed for funds, but rejected the 
request.) This was to complete a 
telecommunication scheme that had been set 
up with aid from the USAID Office of Public 
Safety during Pakistan times [LifschulU 
1979].’ In 1977 the British stepped in again. 
By thiu time martial law had bm declared 
by General Zia. An eight-member British 
militaiy advisory team came to assist in 
setting up the Defence Staff College at Savar 
near Dhaka. This advisory team was 
commanded by Colonel Gibson, a senior 
member of the SAS, the Special Air Services 
Brigade. The SAS is the counter-insurgency 
unit of the British army and the legacy of 
Robert Thompson’s Emergency strategy 
against the communist insurgency in Malay. 
It was generally believed that the ri^ purpose 
for the British military mission in Baiigladesh 
was “to prepare dossiers for western 
imeliigence on the entiieofficets corps forces 
and the Bangladesh Army in particular...To 
know who can be the next pro-western Ayub 
Khan...and who is politically reliable’’, 
because the November 1975 uprising initiated 
by a section of the army had taken the western 
countries by complete surprise (Lifschultz 
1979], Till today the advice of the British 
is used in the CHT: several military officers 
mentioned to the CHT Commission that 
Malaya was their model and Robert 
Thompson’s book (1996) their handbook 
for counter-insurgency. 

An agreement between the British and the 
Bangladesh government for military training 
(BIMET) ended in 1992. Three trainers from 
the British army, air force and navy were 
seconded to the Defence Staff (Ollege in 
Savar. Counter-insurgency was included in 
the training course. According to British 
diplomatic sources the British are still 
involved in military training. Military officers 
from Bangladesh have gone to Great Britain 
and to the US as well for training. Since the 
late 1970$ there has been a military exchange 
programme with the US. So both Britain and 
the US are assisting the counter-insurgency 
policy of the Bangladesh army and can be 
held partly responsible for the human rights 
violations in the CHT. 

Foxeion Aid iNiaaECTLY to the 
Military 

Inthelate I97()sandearly I980sanumber 
of development programmes were set up in 
the CHT. The area was to be opened up and 
the resources were to be utilised. The soil 
is rich with natural gas and minerals, such 
as coal, copper and uranium. There is also 
a high likelihood of the presence of oil, ’The 
natural resources, as well as the strategic 
position of the CHT bordering Burma and 
the insurgency-ridden north-cut Indian 
states, exfdain at least partly the inteiesu •( 


foreign powers in the CHT. Saurfi Arriria 
and the World Bank have provided loans for 
oil exploration, respectii^y $ 9.2 million 
and $ 23 million (Anti-Slavery Society 
1984:40]. In 1981 concessioiu for oil 
exploration for 25 years were given to Shell 
and jointly with Petro Bangla die search for 
oil was started. The Bangladesh govenuneni 
received a bonus of $ 5 million at the lime 
of signing the contract and Shell agreed to 
invest $ 120 million in the CHT, a sum 
exceedingtbe total amount of all deveiapmeai 
projects in the CHT since indeperidenoe 
(Nederland in Mey 1984]. In 1984 Shell 
was forced to move out after four of its 
employees had been kidnapped by the Shanii 
Bahini and were released only after a large 
ransom was paid. 

Since 1976 the CHTDB has implemented 
several large-scale development p rogra mm e s 
in the CHT, partly with foreign funds. One 
of the major programmes has been the multi¬ 
sectoral programme in Khagrachari district. 
The programme started in 1979 and was to 
be completed in 1987. Originally, its total 
estimated cost was$41.8tnillion (Tk623.89 
million) of which $ 28.5 million were 
provided by the Asian Devetopment Bank 
(ADB) as a loan S 0.4 million as a grant. 
UNDP provided $ 0.7 million.’ In 1983 the 
programme was extended up to 1993 and 
an additional Tk 300 million was sanctioned 
by the ADB and UNDP. The total revised 
budget then came to Tk 1,380.04 million of 
which Tk 708.05 million was to be provided 
by the ADB and UNDP. 

The Upland Settlement Scheme (USS) to 
settle shifting cultivators is one of the mtiiar 
components ofthemulti-seetoral p rogra m me 
with a budget of Tk 4,769.50 lakh. Under 
this scheme2,000families ftom Khttgrachmi 
district have been relocated in clutter 
villages. In total 8.0(X) acres of rubber and 
4,000acres of horticulture were tobeplanied 
under the USS. Each family was promited 
four acres for rubber phuttmkMi, two actes 
for horticulture and 0.25 acres for their 
homestead. When the CHT cotnmittioa 
visited the area in 1990-91 the people had 
yet to receive documents for these lands. 
Officials assured that these would be given 
when the rubber trees would start producing 
rubber, the rubber will have to be sold to 
the CHTDB which hat a monopoly to buy 
the rubber. In the meantime the people have 
to work as day-labourers in the rubber 
plantations. Even if they become theowoen 
of 4 actes rubber plantation, then what can 
a family which was bving on subainenoe 
agriculture before, do with that land and no 
land for growing food? 

Between 1976Md 1981 theCHTDB spent 
Tk 5,23,86,132 on model village tcbcinet 
and set up so-called joniha khamar (co¬ 
operative farms) or mtana gram (model 
vill^es) [Dewan 1991:242]. During IhM 
period SSJoMha khamar have boen aet np, 
in which 3,300 Jumma fimilfot wore 
forcefully resettled and by 1982 model 
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' villi^ accounted for 60 per cent of the 
expenditure of the CHTDB. In 1985 new 
schemes for resettlement were chalked out 
[Anti-Slavery Society 1984:41], Another 
cluster-village programme started in 1988. 
By 1990 there were more than 200 cluster 
villages, including the cluster villages for 
Bengalis, in Khagrachari district alone. 
According to the Agartala-ba$ed Humanity 
Protection Pbrum. by 1992 an estimated 
total of3,00,000Jumma people and 2,00,000 
Bengalis had been shift^ to cluster villages 
[Humanity Protection Forum 1992:9]. This 
is more than half of the present population 
in the CHT. 

People have been forcefully removed from 
tlwir villages and ancestral lands by the army 
aitd resettled in cluster villages. In many 
cases the army came into their villages and 
burnt their houses, Bengali settlers take over 
the land. As early as 1979 some high army 
officers bad declared at a public meeting in 
the CHT: “We want the land and not the 
people". In the cluster villages the people 
ate dependent on food aid and made to work 
on plantations for daily wages. Often they 
ate forced to give free labour to the army 
or work for extremely low wages. The 
people's movements arc restricted and they 
ate not allowed to go to their lands for 
cultivation. Bengalis have also been settled 
in cluster villages and many of them live a 
miserable life as well. Several people in the 
CHTexpressed their suspicion thitt the people 
in the cluster villages actually serve as a 
human shield to protect the army against 
Shanti Bahini attacks. 

Road construction is another major 
component of the multi-sectoral programme 
with a budget of Tk 6,448.30 lakh, that is 
47 percent of the total budget. Besides roads 
have been built under several other 
programmes as well. Australia provided 
funds for road construction. In 1981 the 
Australian government pulled out of an $ II 
million road construction programme 
because of security reasons and international 
pressure. Over the last 15 years major roads 
have been constructed all over the CHT, 
reaching i nto remote areas, in particular those 
areas where the Shanti Bahini is active. The 
significance of roads for military purposes 
have already been dealt with above. 

Another component of the multi-sectoral 
prograiiune istheafforestation and settlement 
scheme with a budget of Tk 343.45 lakh. 
Under this scheme 300Jumma families have 
been resettled in Khagrachari district. In 
Bandatban 500 ‘nomadic’ Jumma families 
have been settled under other afforestation 
and settlemem programmes. Umil 1981 the 
Swedish government was involved in a £ 6 
mtlHon afforestation programme but pulled 
out after critka! reports in the Swedish press 
about the Swedish assistance to the 
Bangladesh army and exposing the severe 
human rights violatrons against the Jumma 
people. The Swetfish-fiinded programme was 
pan of a much larger commetetai forestry 


programme which involved the planting of 
about 1,000s(|umemilelofseedlings,cover- 
ing 20 per cent of the undassined stale fbien, 
depriving the Jumma people from their jhum 
land and leaving them only the joutha 
khamars [Anti-Slavery Society 1984:39]. 

A smaller foreign-assisted programme in 
the CHT is the Unicef-funded community 
development programme with a total cost of 
$3 million. In about 50 cluster villages 
community centres have been constructed. 
These centres include offices, godowns, 
training centres for skill development, 
schools, etc. Earlier Unicef carried out a 
drinking water scheme and the World 
Health Organisation a malaria eradication 
programme. Jumma people claim that 
these programmes mainly benefited the 
military. 

The government continues to plan large- 
scale programmes in the CHI' that are 
damaging fortheJumma people. In 1992 the 
government announced plans for a large- 
scale ‘tree plantation programme’, covering 
mote than 1,75 JXX) acres in all three districts, 
especially in Rangamati district, to be carried 
out by the forest department and funded by 
the ADB. As a result, an estimated 40,000 
families, most ly Jummas. would be displaced, 
Jumma people also commented that if the 
government was sincerely interested in the 
environment, it would make more sense to 
plan an afforestation project like this in 
the existing reserve forests or the other 
forests which have been looted and des¬ 
troyed by logging contractors rather than 
along the roadsid« as they had planned. As 
a result of large-scale protests by Jumma 
people, including the Rangamati MP and the 
Chi^ma chief, the government shelved the 
project, but the notifications were not 
cancelled. 

In February 1994 a new large-scale 
integrated development programme, 
including rubber and tea plantations, was 
launched in Rangamati. Jumma people fear 
that this scheme wHI also result in many 
people being evicted from their land, and 
cause environmental damage. They see it as 
yet another move to deprive them of their 
traditional way of living and means of 
subsistence. 

A few words should be given to foreign 
aid from private funding agencies. There are 
only a few non-governmcntal organisation 
operating in the CHT, most NGOs choose 
not to work in the CHT because there they 
will have to comply with the wishes of the 
army. Some Christian organist^otts like 
Caritas, CCDB and World V ision do operate 
in the CHT, mainly in Bandarban district 
among the Christian indigenous groups.'They 
are involved in, e g, income-generating 
activities in cluster villages and educational 
progra m mcs.Thoughtht^projecttate rather 
sm^l they can only exist with the approval 
of the army. In this connection it is also 
interesting to note thatWorldVisionis known 
for its links with the CIA. 


Hie official ofcijective of abnoat all the 
development programmes in the CHT Is 
two-(bld. First of ^ to curb jhum cultivadon 
which is branded as the maia cause of the 
ecological destruction. Generally 
governments rittd it mote comfortable to 
forget about the huge loss of land due to the 
construction of the Kaptai dam, the almost 
100 per cent increase of pressure on the land 
due to the settlemeiM of Bengalis from the 
plains and the excessive logging by Bengali 
timber merchants and the military, which 
have all added grossly to the present 
ecological problems. The authorities prefer 
to blame the hill people’s jhum culhvaiion 
for it. The second objective that has been 
emphasised lime and again is to bring the 
hill people ‘intothemainstream’. “Weeannot 
preserve them in the stone age, we have to 
bring them out’’, as one of the high military 
officers told the CHT commission. The 
underlying objective next to counter- 
insurgency is no doubt to exploit the natural 
and human resources morecffectively. What 
these so-called development programmes 
mean, as can be conclu^ from the above, 
is the transformation of a largely self- 
sufficient indigenous economy into a 
dependent market-economy in which the 
Jumma people are made imo predominantly 
wage labourers on plantations and mote easy 
to control. 

It can be concluded that development 
programmes in the CHT have contrary to the 
ihetoric conuibuted only to the deslniction 
of the indigenous people’s lives and mode 
of production and has seriously upset the 
ecological balance. As long as there is no 
political settlement of the CHT conflict 
development programmes in the CHT will 
cominue to serve military purposes in the 
first place. 

Negotiations 

In August 1992 the Shanti Bahini declared 
unilaterally acease-ftre and the JSS expressed 
its willingness to negotiate with the 
government about a political settlement. The 
government, under increasing national and 
international criticism over human rights 
violations and its CHT policy, formed a 
committee of parliamentarians headed by 
communications minister Colonel (rtd) Oli 
Ahmed and subsequently negotiations 
between the JSS and the govemmettf of 
Bangladesh started in November 1992. The 
main demands of the JSS are regional 
autoiwmy within the state of Bangladesh, 
retention of the 1900 Regulation, 
demilitarisation of the CHT and removal of 
the settlen from the CHT. During the first 
three rounds of talks both parties came to 
a mutual ccase-fire agreeing One of the 
agreed cease-fire conditions was todisinantle 
the cluster villages. Since 1993 a number of 
families haveindeed moved out of thecluster 
villages, but many still remain: they have 
nowhere to go and no means of living as their 
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nd has been occupied by Bengali settlen. 
aother ceaie>flre condition was to move 
e amy out of the adminiftration, but up 
now the GOC is still the chairman of the 
uttagong Hiil Tracts Development Board 
IfTDB). There has been no reduction in 
• miiitaiy pretence in the CHT. On the 
ntrary, while some army camps have been 
imantled in line with the cease-flre 
reetnent, more new army camps have 
XMTtediy been set up. During each round 
talks both sides have accused each other 
cease-fire violations. The JSS has 
nimented cease-violations by the army 
d the government repotted violations by 
e Shanti Bahini. The government 
egations, howevo-, have often been proved 
se, such as, e g, the bank rubbery in 
ingamati in 1995 which the government 
mbed to the Shanti Bahini. 

"o far there have been seven rounds of 
ks with the full government committee 
d six round with a government sub- 
mmittee consisting of only a few members 
the full committee. However, there are 
concrete results. Despite these talks a 
ideal setdement still seems far away. The 
vemment has delayed the negotiation 
Kas several times and is unwilling to 
e in to any of the main demands of the 
Whether a change in government will 
e more hope remains to be seen. The 
leral feeling among the people is that the 
aleda Zia government has been negodadng 
ely because of outside pressure and to 
isfy the foreign donors. Most likely the 
emment is also under pressure from the 
iy; at least a section of the army is against 
olidcal settlement. The army has its own 
itical and economic interests in remaining 
he CHT; they are the ruling power in the 
a, many army officets have made huge 
ancial gains from timertrade,development 
igrammes, sale of food aid, special benefits, 

, and the CHT is a training ground for 
mter-insurgency. Despite the cease-fire 
eement reports about military operations 
■ human rights violaticms by the security 
res still keep coming out. 

'ince the start of the negotiations with the 
and the cease-fire, the military has partly 
inged its strategy and is recently more 
olved in stimulating and backing the 
madon of organisations of Bengali setders 
ifovokecommunal riots. By backing these 
ilian communal organisations the military 
to isolate and criminalise the democratic 
vement of the Jumma people which has 
ne up in the 1990s. Their targets are in 
ticularlhe Hill Students’ Council (HSC), 

1 Peoples’ Council (HPC) and Hill 
imen Federation (HWF), which have 
iespread support, especially in the two 
thm hiil districts, liie HSC was set up 
989, while the HPC and HWF were set 
after General Ershad was ousted by a 
Nilar movement which mode an end of 
;wars of almost continuous military rule 
Bangladesh. 


In this context it U worthwhile mendoning 
that over the last few yean, in contrast to 
the military-backed organisadons of Bengali 
settlers, a few national-based Bengali 
organisations have come up to protest against 
the human rights violadons by the military 
in the CHT and to defend the rights of the 
Jumma people. The most prominent and 
outspoken among these is the Nadonal 
Committee for the PiotectionofFundamental 
Rights in the Chittagong Hill Tracts. More 
and more Bengalis realise that as long as the 
military hold power in the CHT and keep 
a grip on the government there will be the 
imminent danger of a new military coup and 
military rule in the whole of the country. The 
support of Bengali organisations to the cause 
of the Jumma people is of great importance, 
but as the CHT issue remains a sensitive otM 
so far only a few have dared to stick out their 
neck and actively supported the Jumma 
people. Most of the NGOs prefer to keep 
aloof because of their own interests. 

Human Rights Violations 

The militarisation of the CHT together 
with the Bengali settlement programme 
organised by the government have led to 
large-scale violation of human rights in the 
CHT. Since the early 1980s numerous reports 
about massacres, torture, rape, illegal 
detention, looting, arson, forced labour, 
forced marriages and forced conversion to 
Islam have come out. The government has 
been accused of genocide. The massacre in 
Kaukhali in March 1980 was the first to 
reach the outside world thanks to an 
investigation by three opposition members 
of the Bangladesh parliament. More than 
300 Jumma people were killed when the 
army opened fire indiscriminately on a large 
crou^ of Jummas who had been gathered 
by the army near the market place on false 
pretexts. In the aftermath 600 houses of 
Jummas were burnt to ashes. SiiKe then 
many more massacres and 01 her human rights 
violations perpetrated by the security forces 
and settlers have been reported in which a 
few thousand Jumma people have been killed 
and wounded, valuables tooted and complete 
villages burnt to ashes. Over the years 
hundredsof Jummas have been kept in illegal 
detention and many of them have been 
tortured. Hundreds of women have been 
raped, many of them gang raped, by the 
military and Bengali settlers, often in from 
of theirfamily members. In the refugee camps 
in Tripura alone there are more than 250 
women who have been raped, that is one in 
10 of the total female Jumma population in 
the CHT. Many wonten have been forced 
to marry Bengali settlen and army personnel 
and have been forced into conversion to 
Islam. Many women and girls nowadays do 
not dare to wear their traditional dress as it 
makes them more vulnerable and increases 
the likelihood of sexual assault by military 
personnel and settlers.Evendurii^thecease- 


fire period reports abom army openlioiis, 
looting, beating, rape, harasstnem and anesu 
of Jumma people by annyinen keep coming 
out regulariy. The massacre in Naniarchar 
has been the gravest among these. Some of 
the long lists of report^ incidents are 
foliowing:’ 

* On November 17,1993 at least 29 Jummas 
have beenkilled and more than ISOwounded 
when Bengali settlers in collusion with the 
army attacked a peaceful demonstration 
of the CHT Hill Student’s Council in 
Naniarchar, Rangamati district The students 
protested against the use of a boat-passenger 
waiting shed by the military as check post. 

* On February 10,1994 police lathi-chsirged 
and fired at a protest rally of the Hill Student’s 
Council to protest against the false 
implication of their leaders in the murder of 
a rickshaw driver. Ten students were injured. 
On the sameday four students were arrested. 
The next day another six students were 
arrested without any provocation. 

* On August 17, 1994 Inana Alo Chakma 
(30) was shot dead by a soldier Mobairanad 
Abbasuddin from Naksachari army camp, 
Baghaichari area, when he return^ home 
after ha ving been forced by the army to carry 
a big load of food stuff to the army camp. 

* On August 28, 1994 army personnel of 
40 EBR from Naniarchar Military Zone 
raided the villages Digyapara. Ramsu^para 
and Sonachari. taped two Jurmna women, 
looted houses and arrested 11 people, 
includinga 16-year old girl. Five of the men 
were released after two days. 

* On October 8. 1994 soldien of Bamer 
Langadu army camp of 42 EBR gang raped 
Bhanu Mali Chakma and then stabbed her 
to death. 'The camp commander forced the 
relatives the next day during the cremation 
at gunpoint to sign a statement that the girt 
was killed by wild animals. 
*OnFebiuaiy2,1995 military ofthe 40 EBR 
of Naniarchar Military Tjooc in several 
villages carried out a four-day long combing 
operaiioa’They looted many goods and biirtt 
several houses of Jumma people. 

* On March IS. 1995,300 houM of Jumma 
people in Bandatban town were burnt down 
by Bengali settlers in coHaboratkm with the 
police. The H5»C had announced its 
meeting to be held on that day one month 
in advance. The day before the meediig the 
Parbattya Gana Parishad (PGP), an 
organisation of Bengali settlers that is backed 
by the army, aruNXinced to hold a meeting 
at the same venue.’The districi commissioner 
then imposed section 144, which prohibits 
the assembly of ttwte than five people. The 
PGP held a demoiutration on Mar^ IS in 
violation of section 144, but the authorities 
took no steps against them. To avoid a clash 
with the PGP, die HSC changed their venue 
for the meeting and when the meeting was 
beginning there was a clash with the poUce. 
’The polioe left only tocomebackalitdelater 
with members of the PGP and then Ritsdl 
teargas and blank caitric^es to dtepeise the 
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students. The PGP members went on a 
rampage and burnt down 300 houses of 
Jiunma pe(q>Ie. 22 students and none of the 
PGP membm were arrested by the police. 

* On June 25,1995 armytnen of Kojoichari 
camp, Baghaichari area in Rangamati district 
rauM Inana Indriya Buddhist Temple of 
Kojoichari village, looted the temple, 
desecrated the Buddha images and harassed 
the monk and his devotees. 

* On August 28-31,1995 Lt Colonel Abdul 
Bari of Lakhsmichari Military Zone, 
Lt Ccdonel Zakir Hossain of Mahalchari 
Military Zone and Lt Colonel Mijanur 
Rahman of Naniarchar Military Zone led a 
huge combing operation in Khagrachari 
district They fired indiscriminately, beat up 
iununa people and looted their houses. A 
Jununa woman and her baby were seriously 
injured. 

*OnMatch7,1996 members of the PPSPC, 
an organisation of Bengali settlers, dressed 
in army uniforms attacked the house of Bim- 
bisar Chakma, president of the Khagrachari 
branch of the Hill People’s Crxincil in order 
to kidnap him.Notfin^nghimat home they 
tied up his family members and beat them 
up. When the news of the attack spread many 
Jumma peoplegathered in Khagrachari town 
to block the way of the attackers. The army 
opened fire on the crowd of Jumma people, 
one Jutruna. AmvBikash Chakma, was killed 
and 60 others were injured. 

* On March 31, 19% Kyajai Marma of 
Pankhiapara village, Khagrachari was killed 
by the army when HSC and HPC members 
w e re p rotesting against the unwarranted arrest 
of HPC member Cha Thwai Marma on the 
day before. Later in the day a mourning 
procession carrying the dead body of 
Marma was baton-chuged by the police 
which left more than 50 people injured, three 
of them seriously and two persons were 
arrested. 

The governm e nt claims that measures have 
been taken against some of the perpetrators, 
but none of them have ever been tried in 
court and most of them could get away with 
their crimes without any repercussions. After 
the Logang massacre and the Naniarchar 
massacre the government set up a one-man 
investigation committee, but the Logang 
report was clearly biased and the Naniarchar 
iqMMT was never made public. None of the 
few culprits mentioned in the Logang report 
was ever tried in court. 

Over the years more than 70,000 Jumma 
people have fled to India. Several tiroes 
iefagBeshave b ee ni c pa ttiated,oftenby force. 
The last repatriatioa wasin 1994 whenunder 
an ngreenient betsveen the govemmenu of 
India and B ait g lad e iih the Jumma refiigees 
were put under ixessure to agree to the 
repatriation. After the government of 
Bangladesh had given in to several of their 
demands, such as return of their land rriiich 
had been occi^iied by Bengali settlers, they 
agreed to repsbiale an ‘e x perimental batch’ 
of379 famiUes, conslating of 1,846 refugees 




in Fbbluaty 1994 and a second batch of 648 
families, consisting of 3,323 refugees, in 
July of tlK same year. But after a delegation 
of the refugees, headed by former MP 
Upendra Lai Chakma visits the CHT a 
smxmmJ time and noted that the government 
had not fulfilled many of its promises to the 
repatriated refugees, the refugees refused 
any further repatriation. Still there are more 
than 50,000 refugees in Tripura. 

Envwonmental Damaob 

So far no systematic study has been done 
on the environment in the CHT, but there 
areclearindicittions that someofthe processes 
that have been set in motion over the last 
30 years have led to serious ecological 
problems. The hills were once covered with 
thick forest. Nowadays many of the hills are 
covered with not more than some small 
bushes and trees. While afforestation 
programmes are carried out, at the same time 
a large pan ofthe forest in the CHT is being 
destroyed by logging contractors and the 
military. The military controls the granting 
of logging concessions to contractors. The 
forest dqrartment gives the final permit for 
a logging concession, but only afterthe aemy 
has given its approval. Only seldom 
concessions are given to Jumma people for 
fear that the money made will be given to 
the Shanti Bahini. The excessive logging is 
causing erosion of the hills and the silting 
up of the Kaf^ lake. In 1993 for the first 
time in the history of the CHT landslides 
have been reptuted. These landslides caused 
the death of 39 people.* 

Due to the interference and the introduction 
of industries and cash crops the biodiversity 
has reduced considerably. As a result of the 
increasing pollution of the Kaptai lake due 
to the industries, th: paper mill and the rayon 
mill, already two kinds of fish have become 
extinct in the lake as reported by Jumnui 
people. Seeds of some of die hill rice varieties 
and other jhum crops have been lost due to 
the eviction from their lands, the forced 
transition to cash crop production and the 
repression. 

Despite all the claims by the government 
that the development programmes are aimed 
at cuibing jhum culti vation and gi ving more 
opportunities to the Jumma people, its effect 
hiu been that the pressure on the land has 
increased and the people have had to resort 
more to jhum cultivation. As a consequence 
thejhum cycle has reduced from l5-20yean 
to about 3-4 years. Moreover, it iMlisputed 
whether jhum cultivation itself is responsible 
for ecological dama^ at all. 'The shortened 
cycle is no doubt a problem, but according 
to Riya Devashisb Roy: “...most large trees 
are generally not telM and this provides a 
reasotuMe amount of forest cover. Moreover, 
many jhumia farmers nowadays plant middle 
to kNtg-term plants along with traditional 
short-term crops. For example, banana, 
turmeric, citrus fruits, palm, coconut. 


bamboo, teak, gamar, kovoi, etc, are now a 
common sight in the CHT, especially in the 
Rangamati district. In such cases, erosion is 
very minimal. In fact, in tome cases, it it 
seen that jhumming leads not to the causation 
of erosion but to the prevention of etosioo” 
[Roy 1994:5]. Much more study it needed 
to investigate the effects to jhum cultivation, 
the carrying c^mcity of the land and the 
ecological balance in the CHT. 

Until the corutruction of the Kaptai dam 
the Jumma people were practising a 
sustainable form of agriculture, consisting 
of a combination of jhum plough cultivation. 
If the government of Ban^ad^ is seriously 
interested in sustainable development, it 
should give a leading role in the planning 
aitd implementation of real development 
programmes in the CHT to the Jumma people 
who have a vast experience with the 
sustainaUe use of local resources. The Jumma 
people themselves should decide what kind 
of development they want. 

ALraRNATives FOR Donor Agencss 

If donor agencies are seriously interested 
in human rights and in sustainable 
development, as many of them say they are, 
they should first of all acknowledge the fact 
that due to their aid a huge military oocuprtion 
of the CHT can be maintained which is 
resulting not only in serious repression and 
murder of the indigenous Jumma people, but 
also in an environmental disaster. The same 
counts for donors that are seriously interested, 
or say they are, in protecting human rights 
and the rights of indigenous people. In 
connection with the UN decade for 
indigenous peoples which started in 1994 
several western governments have adopted 
a policy to give special attention to indigenous 
peoples. Donors should senously reconsider 
their aid to Bangladesh as a whole and those 
who do not have any such policies should 
be exposed and boycotted. 

The international CHT commission has 
brought forward the following suggestion to 
donor governments and institutions: 
Bangladesh goverotnem officials as well«s 
the military have repeatedly declared to the 
CHT commission that the settlement of the 
more than 4,00,000Bengalis in the CHT hat 
been a mistake. On the other hand, many 
Bengali settlers have told the CHT commis¬ 
sion that their lives in the CHT were miserabie 
and that they would like to go “anywhere' 
in the world” if they would be given the 
means. Hereliesachiuice for donor agencies 
to step in. They could come forward to 
provide funds for the reseitlememofBcngalis 
ottCnde tbeCHT[TheChitta^g Hill Tracts 
Commission 19%;37] and so contribute to 
taking away one of the main bones of 
contention. Local NGOs that have experience 
with settiemem of landless Bengalis could 
be involved in this. 

Moreover, donor governments and 
inttitmions could go one step ftirther and 



Madder poidbiUties for contributing to a 
xiiiticalaettleineAoftheCHTcannictThey 
XNild make their dd to the govemmern 
Mnditional to a political settlement: funds 
or development programmes in the CHT, 
xit only afto' the conflict has been settled 
mdonly ifthese programmes are on Jumma 
leople's tenns. As loitg as there is no political 
lettlement, all development efforts in the 
"HT will cominue along the lines sketched 
ibove. So long aid to the government of 
Bangladesh should be withheld by donors 
m the basis of their own criteria for giving 
id, such as the observance of human 
ights, good governance, sustainable 
'jvelopment and the rights of indigenous 
peoples. So long only Jumma people's 
trganisations that are actively involved in 
he struggle against repression and for their 
ights and in stiength^ng the indigenous 
Jentity and way of life deserve to be 
upported. 

Finally, with regard to development in 
,'eneral, it is high time that both the 
lovemment of Bangladesh as well as donors 
evise their total concept of development, 
lie disastrous effects of the developmem 
ttogrammes in the CHT ate exemplary for 
lany development programmes elsewhere 
n Banglade^ and all over the world. Up 
0 no w development programmes in the CHT 
lave only added to the destruction of the 
ves of the Jumma people, rather than that 
has strengthened their economies, culture 
nd way of life. In the name of protection 
f the environment and poverty reduction 
te so-called ‘development’ programmes 
lave added to the exploitation of the people 
nd of natural resources and led to the near 
xtinction of some of the smaller indigenous 
roups. They serve the interests of the 
lilitary, the government, Bengali merchants 
nd foreign powers. The western concept of 
evelopment is based on notions of control 
vcr and manipulation of resources and 
eople and a maximum exploitation of these 
i onler to achieve maximum economic 
.’owth and profits. This notion is 
iametricaily opposed to the indigenous 
otion of development based on asubsistence 
mnomy in harmony with the environment 
nd growth within the limits of nature. The 
jmma people have the right to decide for 
lemselves what kind of tfevelopment they 
'ant and how they want to achieve that. That 
an intrinsic part of their right to self- 
^terminaiion. 

Conclusion 

While some donor governments give aid 
> the Bangladesh army directly, others 
ontribute indirectly to the militarisation of 
K CHT. Thanks to the huge amounts of 
ireign funds the Bangladesh government 
al^ to maintain a large military force in 
leCHT. 

There have been no fundamental changes 
I policy, with regard to the CHT since the 


restoration of pariiamentary democracy in 
1991. Contrary to the official objectives, in 
the name of d^elopment which was set in 
with the construction of the Kaptai dam and 
pursued after independence of Bangladesh, 
‘development* programmes have uprooted 
theJummapeopiefromtheirtraditianal lands 
and theirself-sustained economies have been 
destroyed. With the introduction of cash 
crop production they are forced into 
dependency on the market economy and 
employment oppmtunities created by the 
government with foreign funds and so made 
morepasy to control. Their lands ate largely 
occupied by Bengali scttiers and jhum 
cultivation has become even more the last 
resort for Jumma people to survive. 
Deveiopment programmes, and for that 
matter also foreign aid for development 
programmes, continues to serve the counter¬ 
insurgency strategy and to maintain the 
present situation of repression, widespread 
human rights violations, environmental 
destruction and destruction of the ways of 
life and cultures of the Jumma peoples. This 
is contradictory to the aid policies set by 
donor governments. 

Foreign donors could contribute to a 
solution of the CHT conflict if they would 
taketheirowncrileriaforgiving aid seriously 
and search for alternatives that could solve 
the existing problems such as human rights 
violations, the land issue and the fast 
deterioratingenvironment, instead of adding 
to these. Another factor that could play an 
important role in contributing to a solution 
of the CHT conflict lies in the active support 
of Bengali political parties and organisations 
to the Jumma cause. 

So far certainly the hearts and minds of 
the Jumma people have not been won by the 
present development programmes in the CHT 
nor by the foreign aid to the government of 
Bangladesh as a whole, rather it is destroying 
their hearts and minds, and has only added 
to a further alienation of the Jumma people 
from the mainstream Bangladesh society. 

Notes 

1 The Jumma people woe given only tenancy 
rights by the British in contrast to the people 
in the plains who woe given property rights. 
This itself was never a source of conflict, 
possibly because, according to the traditional 
Jumma notions of land ownership, individuals 
or individual families cannot own land, but 
onIyhavelherightlouseil.il is also interesting 
to note that the three chiefs of the Junuiu 
people have never signed any agreement 
with the British to transfer th^ tradirional 
lands to the British crown or to the British 
Imiian state; thus the legality of ownership of 
the land claimed by the government could be 
disputed. 

2 1 myself took pan in the investigation of the 
CHT Commission in the CHT in Deoeniber 
1990 as one of the resource persons of the 
commisrion and spent altogether three weeks 
in all three districtt Khagrachari, Rmgamati 


and Bandarhan. 

3 This USAID OPS pmgnmme had been 
abolished in 1973 afkf criticism had come up 
'tha the pro g r amm e served CIA iMelligeiice 
information purposes. There was, for instance, 
evidence of complicity in torture in foreign 
countries and training policemen in bomb- 
making. 

4 These figures have been provided by the UNDP 
in a letter to Wolfgang Mey in 1984 and by 
the CHTDB to the CHT Commission ia 
December 1990. 

3 The incidents have been reported by the 
Hill Watch Human Rights Forum, The 
JSS, Commission for Peace and Justice and 
others. 

6 Daily J/fe/a^ July 22,1993, tad MonrXoga/ 
July 23, 1993. reported in ' “Deveiopiiienr, 
Ecology and Indigenous Women in the 
Chittagong Hill Tracts of Bangladesh’ by 
Kabila Chakma, February 4, 1994. 
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ARAB BANGLADESH BANK LIMITED 

MUMBAI BRANCH 


BALANCE SHEET AS ON 
31 ST MARCH. 1997 


(All rigures in Rupee*) 


31*1 March 3l*t March 
Schedule 1997 1996 


PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDING 31ST MARCH. 1997 


(All figure* in Rupee*) 


CAPITAL AND 
LIABILITIES 

Capital 

Reserve* and Surplus 
Deposit* 

Bonowingt 
Other Liabilities and 
Piovttion* 

TOTAL 

ASSETS 

Cash and balance* with 


1 123.440.102 125.439.039 

2 5.221.381 3.762.559 

3 173.069.484 0 

0 0 

4 1.S6I.39I 1,960.879 

305,292.358 131.162,497 


the RBI 

5 

10.820,992 

0 

Balance* with bank* and 




money at call and 
short notice 

6 

119.902,512 

77.619.098 

(pvettment* 

7 

35,837.430 

0 

Advances 

8 

64.684.467 

0 

fixed Assets 

9 

5,193.803 

4.254.959 

Other Assets 

10 

68.853.154 

49.288.440 

TOTAL 


303.292.358 

131.162.497 


Schedule 


INCOME 

Interest earned 
Other Income 


TOTAL 


EXPENOrrURE 

Interest expended 13 

Operating expense* 14 

Piovisiont and contingencies 


Net Profit for the period 
Less: Provision for taxation 

Net Profit after taxation for 
the period 

Lett: Transfer to statutory 
reserves 

Add: Balance brought forward 
from previous year 

Balance carried forward to 
Balance Sheet 


Year Ended 
3Ist March 
1997 

Year Ended 
31tt March 
1996 

12.980.068 

4.529,427 

6.039.105 

0 

17,509.495 

6,039.105 

4,083,719 

11,616,954 

0 

0 

2.276.546 

0 

15,700,673 

2.276.546 

1,808,822 

350.000 

3.762.559 

0 

1.458,822 

3,762.559 

300.000 

0 

1.158.822 

3,762.559 

3.762.559 

0 

4,921.381 

3.762.559 





Mumbai 

Dated 2Sth Jiue 1997 









































ARAB BANGLADESH BANK UMTTED 




BANK 



SCHEDULES FORMING PART OF BALANCE SHEET 


(All figiuei in Rupees) 


SchMtak 1: Capital 
For Banks Incoqwratcd 
Outside India - 
Capital 

(brought in m start up capital 
as prescribed by the RBI) 


Schedule 2: Reserves mmd 
Swrphu 

Statutory Reserves 
Balance in Profit and Loss 
Account 


Schedule 3: Deposits 

Demand Deposits - 
Tiroffl Iniiilcs 
from others 
Savings bank deposits 
Term deposits - 
from banks 
from others 


Deposits of branches in India 
Deposits of branches outside India 


Schedale 4: Other LfaddHtles 
aadPrOTWoM 

Bills Pliable 

faier office atyuetmenei' 

laterest accrued 

Others (including provisions) 


Schedde S: CM and B 
with RBI 

Cash in hand 
Balances with the RBI 
in cuneat account 
in other accounu 


31st March 
1997 


31st March 
1996 


23,440,102 


23,440,102 


123,439,039 


123,439,039 


300,000 

4,921,381 


3,221,381 


3,762,339 


3,762,339 


47,964,463 

60,197,000 

1,377,603 



(All figures in Rupees) 


Schedule 6: Bahweea wKh 

Baahe and Mraicy 
at CaU and 
Short Notice 

In India - 

(i) balances with banks - 

(a) in current accounts 

(b) In other deposit 

accounts 

(ii) Money at call and 
short notice 

Total (A) 

Outside India - 

(i) in current accounts 

(ii) in other deposit 

accounts 

(iii) money at call and 

short notice 

Total (B) 

Total (A) * (B) 


31sl March 
1997 

31st Mwch 
1996 

19,697355 

25.751334 

32.552,880 

51.867.764 

0 

0 

52,250.435 

77.619,098 

6,396.577 

0 

0 

0 

61.033300 

0 


0 

119.902.312 

77.619.098 


Schedule 7: Invcstamuts 

Investments in India - 

in government securities 
(current investments) 

Total 

Schedule •: AdvaKcs 

Bills purchased and discountc 
Cash credits, overdrafts and 
loans repayable on demand 
Term loans 

Total (A) 

Secured by tangible assets 
Covered 1^ bank guarantees 
Unsecured 

Total (B) 

Advances in India - 
Priority sector 
Public sector 

Banks 

Others 

Total (C) 

Advances outside India - 


33.837,430 


33.837.430 


21.282,713 

1,202.949 

42,198,803 


64,684,467 

43,401.732 

21,282.713 

0 


64,684.467 

21,282.713 

388.987 

0 

42JI2.76S 


64,684.467 
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ARAB BANGLADESH BANK LdOTED 

MUMBAI BRANCH 


SCHEDULES FORMING FART OF BALANCE SHEET 


(All figures in Rupees) 


SchcMc9: Fixed AmcIs 

demises - 

Other Fixed Assets 
(ixcluding Furniture end 
nxtures) 

Opening cost 

Additions during the period 
Less: Depreciation to date 


3Ist March 

31st Match 

1997 

1996 

4,286,872 

0 

1,412.311 

4.286,872 

(505.380) 

(31.913) 

5,193.803 

4,254,959 





Schedule 10: Other Aascts 

Inter Office adjustments 
interest accrued 
Taxes paid in advance 
(inciting TDS) 

Stationery and stamps 
Deferred Revenue Expenditure 
(to the extent not amortised) 
Deposits 
Others 


(All figures in Rupees) 


31st March 
1996 


0 

2,160,974 


3,004,869 

185,639 


952,814 

25,000 


4,760,165 5,170,725 

58,629,200 42,102,900 
112,287 1.037,001 


68,853,154 49,288,440 



SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 


Year Ended Year Ended 
3ltt March 31st March 



Schedule 11: Interest Earned 
Interest/discoual on advances/bills 4,592,374 


Income on investmcnu 
Interest on balances with RBI 
andother inter bank funds 
Others 

Toal 

SchHnic 12: Other Income 

Conimission, Exchange and 
Brokerage 
Profit on exchange 
transactions (net) 

(including on revaluation) 
Miscellaneous Income* 


Expended 


Interest on deposUs 

Interest on inter bank bonowings 


1,939,300 0 

6.288,699 6,039.105 

159,695 0 


12,980,068 6,039,105 



Schedule 14: Operating 
Expenses 

Payments to and provisions 
for employees 

Rent, taxes and lighting 

Printing and stationery 

Advertisement and publicity 

Auditor’s fees 

Law charges 

Postage, telegrams, telephones, etc 
Repairs gnd maintenance 
Insurance 
Other expenses 
Depreciaian on Assets 
Total 










































ARAB BANGLADESH BANK LIMITED 


AB| 

BANK! 


MUMBAI BRANCH 


1. DISCLOSURE OF SIGNIFICANT ACCOUNTING POUaES 

i) GENERAL 

The financial statements have been ptepared on historical cost basis and in accordance with the generally accepted 
accounting principles and the provisions of The Banking Regulation Act, 1949 and the Companies Act. 1956 
to the extent applic^le. 

ii) REVENUE RECOGNITION 

Income from loans and discount on bills is accounted for on accrual basis. Income from investment and inter 
bank deposit is accounted for on accrual basis. Income from L/C advising is accounted for on receipt basis. 

iii) INVESTMENT 

Investment in Govt, securities are classified as cuireni in terms of R.B.l. guidelines and ate valued at cost or 
market value whichever is lower. 

iv) FIXED ASSETS AND DEPRECIATION 

Fixed Assets as stated at historic cost less accumulated depreciation. Depreciation it provided on the straight 
line method at the rates and in the manner provided in the Schedule XIV of the Companies Act, 1956. 

v) DEFERRED REVENUE EXPENDITURE 

Expenditure on repairs and renovation of premises taken on lease is treated as deferred revenue expenditure 
and is written off over the period of the lease. 

vi) FOREIGN CURRENCY TRANSACTIONS 

All transactions denominated in foreign cunency are recorded at the exchange rate prevailing on the dale of 
transactions. All monetary assets and liabilities denominated in foreign currency arc restated at the year end 
exchange rate. Any exchange fluctuations arising out of settlemem or restatement is recognised in the Profit 
and Lou Account. 

2. Previous year’s figures have been regrouped and leclauified wherever necessary. 

3. The Mumbai branch of the bank hu been registered under section 592 of the Companies Act, 1956. 

For ARAB BANGLADESH BANK UMTTED 
(Mumbai Btiiich) 

Sil- 

C. M. KOYES SAMI 
Couinry Manager 


mi PolWcil Weridy July 19,1997 






ARAB BANGLADESH BANK LlBflTED 


MUMBAI BRANCH 


AUDITORS’ REPORT 

We have audited the attached Balance Sheet of the Mumbai Branch of ARAB BANGLADESH BANK LIMITED 
as at 31st March, 1997 and also the Profit and Loss Account for the year ended on that date, annexed thereto 
and report that: 

a) The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions 
of Section 29 of the Banking Regulation Act. 1949 read together with Section 211 of the Companies 
Act. 19S6. 

b) We have obtained ail information and explanations, which to the best of our knowledge and belief 
were necessary for the purpose of our audit. 

c) In our opinion, proper Books of Account as required by the law have been kept by the company, 
so far as appears from our examination of the Books of the Company. 

d) The Balance Sheet md Profit and Lou Account referred to in this report are in agreement with the books 
of account. 

e) Additional information required to be given by Section 30(3) of the Banking Regulation Act. 1949 
has not been given as the banking company has not been incorporated in India. 

0 In our opinion, and to the best of our information and according to the explanations given to us, 
the said Balance Sheet and Profit and Loss Account read together with the notes thereon give the 
information required by the Banking Regulation Act, 1949 in the manner so required and present 
a true and fair view: 

i) insofar as it relates to the Balaixe Sheet, of the state of affairs of the Company as at 31st Match, 
1997 and, 

ii) insofar as it relates to the Profit and Loss Account, of the Profit of the Company for the year 
ended on that date. 

FbrRAJBNDRAACO. 
> Chartered Accountants 

Sd/- 

R. J. SHAH 
Partner 


Mumbai 

Diued 28th June 1997 


Nationalist Educational Thought 

Continuity and Change 

Sureihfhudra Shalda 

The class and ideological elements in nationalist educational thought and their impact on post-independence 
educational policies have so far not been adequately noticed. Nor the divergent educational perspectives within 
or the impact of oppositional movements or the pedagogical positions involved. This paper seeks to initiate such 
an enquiry. The myopias of post-independence educational leadership are noted and a less eulogistic view of 
nationalist educational positions is advanced. 


THE exploration of nationalut educational 
thought has to commence with a 
counterposure of the national to the colonial 
in this area.' This dichotomy also has to be 
intenogatecE as one notices many strands in 
either which coincide with the assumed 
opposite (saying ‘assumed’ here does not in 
any way imply a denial of basic opposition 
between the colonial and the nation^ on both 
educational and broader fronts). Extending 
this discussion to contemporary relevance of 
nationalist thought in education is a difficult 
and perhaps even a problematic enterprise. 
For rdevance is not independent of both 
context and goals, and both vary not only 
over time but with different elements in 
society even at the same time. A national 
goal can be defined in its variation over time, 
for instance, from early independeiKc when 
the basis of society and economy in 
independent India were being laid to the 
‘socialistic’, ‘self-reliant’ economy of the 
next three decades, and now to the not quite 
unanimously agreed liberalisation and 
internationalisation of the economy and 
corresponding shifts in social, political and 
educational/cultural policy. Understandably, 
it is possible to draw on many different 
sources in the nationalist educational 
discourse to take off for the varying goals 
of contemporary times. 

It is customary to conclude a consideration 
of nationalist thought with a consideration 
of the pre-independence period. There arc, 
however, important ideas and policies of the 
period following independence which 
deserve our consideration, integrally related 
as they are with temporal and logical 
outcomes of nationalist thought 

India as Nation 

’The ‘nation’ in our country is itself a 
widely discussed, if not actually contested, 
entity in both post- and pte-independeiice. 
Some of us have lived tiuough times when 
two nations wereemphatically and ultimatdy 
wccessftilly posited TIk Mid ‘separate’ 
emity-iii-th^making, ‘dalits’could not quite 
materialise nationhood, though Bdtasaheb 
Ambedkar’s assertive separation from 
Hindu fold,Iaterformalisedfortoine‘‘dalitt” 
by convenkm to Buddhitm (which many 


would assert is only a form of Hindusim) 
has now been emphatically documented in 
academic and theoretical terms’ as much as 
it is presented in political domains by dalit 
spokes (wo)men themselves. (It appears 
strange that we demur when the dalits do so 
in politics while Hindu non-dalit society has, 
in social terms always done so without much 
difficulty or difference.) Many linguistic- 
cultural units of India, Tamils most 
conspicuous among them, have asserted a 
separate nationhood for themselves, both 
before and after independence. Some in the 
north-east ate continuing to do so, though 
possibly less stridemly. It is arguable that the 
civilisational state that is India, according to 
some, and multi-national state in pre- 
indepcndence Marxist thought of one variety, 
could under particular historical 
circumstances have developed mote like 
Europe of many nations each with its own 
language and culture and possibly coming 
together more like today's Europe. 

The import of these discursive statemems 
for the present discussion is that there arc 
many dtscourses in the educatronal area whidi 
were embedded and perhaps have even 
existed in actual fact -of which ttNMt scholars 
are not aware. So is the case also with the 
educational ideas of the socialist, working 
class/peasant rtwverttents and those of self- 
proclaimed ‘rtationalists’ of the Hindu 
Mahasabha (and their successors the RSS 
and the BJP). The definitional problem of 
what constitutes nationalist cMcational 
thought is therefore a complex oite. The 
entire exercise is beyond the competence 
available. A treatment of what is identified 
as ‘mainstream’ nationalist thought has to 
be received with an awareness not only of 
its limited character, influential though the 
thought has been in shaping contemporary 
Indian education. It has also to be borne in 
mind that operatioiwlisation of policies and 
practices emerging from such a discussion 
arises from the consdousness and purposes 
of most influential, express! ve and assertive 
Indian minority (north Indian-largeiy upper 
caste - Hindus with a substantial sprinkling 
of others, Muslims, Parsis, western India, 
south India and, of course Bengal, are well- 
represented and much in the lead.) As is 


well known the non-tohmins of Madras 
presidency separately laid the foundations of 
a strong reservation movement since the 
Justice Party of I92()s. There were many 
other similarly differentiated streams in 
different periods and partt of the comity 
which have in many aspects shared but also 
in many other aspects demarcated them¬ 
selves from the nuinstceam nationalist 
educational thought and movements. We 
append herewith' an earlier attempt at 
representing this mainstream with a per- 
spectlveofapossiUealtemalivedevelopinent 
in mind without much recognition of the 
variety within national educational thought 
to which reference has been made hbove. 
Today it is even more naive and simplistic 
not to recognise the great diversiiy in thm^fal, 
practice and expetiraentationoflndiaiisover 
the last century and quarter. Both actual 
developments in Indian society and the work 
of historians and social scientists have 
helped to open the possibility of a fuller and. 
hc^fully, richer accoum Greater respea 
has also developed for oral accounts of 
patticipams of the events. Some material of 
this kind, particularly on Caadhi’s thought 
and work, has become 3^'ailaMe (see nocea 
6-9 infra as examples). 

Impact of the Eaxly iNDEPENDENce Peuioo 

Paradoxically, but understandably, the 
advent of independence brought about 
explicit, if not alwayseffective, action which 
followed from the viewpoints and cootio- 
versiesintherwtiondmovementinihepie- 
independenoe period. On the other hand, an 
ahinhisiorical ^iproach was also d e v el oped 
to understand education. 

Ever since Gopal Krishna Gtdchale 
introduced his biHinthevtoeroy’slBovenor- 
generals’s) legiilative council early in tite 
century, mass education. initiaHyvisualiaQd 
asuiiivefsalprimatyeduieation.waalater.hi 
the late I930^toughttobeachievedthronih 
mass literacy canyaigna under the Congsem 
minisiries in the provinces.’ An wgentlailt 
winch the government of free Iruhn ad Ihr 
itself vras the completion of thttwnih-aiaa. 
not yet accomplished.* 

Some of the early disnts iio ti ion HtiilmM 
are interesting. The motiwiiioUi behind 


ipis 


R ceno m ic and Mitical Weekly July 19, 1997 



GandRii’t basic education are noted in the 
eariier paper (see note 3 viz, Gandhian 

vision of sarvodaya society. Congress 
ministers’ need for an economical scheme, 
and humanistic educators like Zakir Hussain 
and Saiyidain’s urge for liberation of child 
from the tyranny of textbooks, rote memory 
and examinations, and his enrichment by 
reality and action. Our hypothesis is that the 
B G Kher (Committee set up by the central 
advisory board of education (CABE) to be 
able to work out the proposition of 
universalisation of elementary echication in 
10 yean, which was then put into Article 45 
of the Constitution ^ “education up to the 
age of 14”, relied on the self-suf(iciettcy 
aspect of GaiKflii's basic education scheme 
at Watdha,^ and later appeared to show that 
the recovery of cost of teachers' salaries as 
well as materials was possible particularly 
in the senior basic schools and even more 
so in the older classes. However, we see, 
along with mutual complementarity and 
compatibility, a tension between economic 
prothictivity of work by children, its educa¬ 
tional possibilities, the cost of education - 
particularly by assuming low salaries of 
teachen -, the claims of rival objectives in 
children’s education itself - viz, intellectual 
development, manual and social skills, and 
value and culture - is equally evident in the 
discussions of the first two decades of 
independence. Thus, thescaicity of resources 
for education led to only five years of 
schooling, i e, from 6 to 11 of lower primary 
education. This was supported by what 
Zakir Hussain called the ideology of early 
socialisation in the anglo-saxon world. To 
this model, which incidentally would have 
led to lesser economic production by the 
smaller childmi, Hussain counterposed the 
experience of Scandinavian countries and 
Russia where schooling commenced at 6 or 
even 7 years going on to 13or 14yean, thus 
taking advantage of the natural maturation 
of early years and using the Ermer 
irr^lantation of concqks, world view and 
skills in early adolescence for a more 
continuing and permanent impact. (My own 
teacher the iMe Anasthanath Basu was among 
the situU minority of educationists who 
supported the view.) Although the discussion 
remained inconclusive Hussain’s view lost 
out in practice while winning a victory of 
sorts in theory. His strong oi^nent was not 
only the deep-rooted tradition borrowed from 
the anglo-saxon world but also the need and 
capacity of the middle classes to send their 
dukfaen to sdmols early. Even practical 
exigencies from more earthy countryside 
were urged against his view. Uttar Pradesh 
chief minister, and previous education 
minister, Sampuftianand argued in the CABE 
that parents, particuiatly rural parents, would 
ne^ the boys u> hdp out on the farm or 
domestic craft and could spare only younger 


children. (Incidentally, although the national 
movement had a strong urge towards the 
participation and ‘upliftmenf of women, 
much cf the discussion was about boys. It 
can be seen, though, that older girls, too 
would be handicapped for re-schooling for 
they would start hdping out in the home.) 
So while Hussain’s plea for the later years 
led to the use of the words “up to the age 
of 14” in the Constitution, the redisation that 
finances might permit only five years of 
schooling led to keeping the age of 
commencement of schooling utupecified. 
Again, as there was both scepticism, 
notwithstanding some evidence about 
productivity of mainly older children, and 
the realistic understanding that the smaller 
children would predominate, the work- 
centred basic echication though attempted 
was not too rigidly insisted upon. 

The Gandhians on the other hand, who 
were seen as somewhat dogmatically 
committed to work at the core of schooling 
and education, were keen to insist that even 
Gandhi was partknilar about development of 
the mind* and that Kher was particular about 
skills of the finger,’ even though the latter 
may have been less dogmatically committed 
to sarvodaya society. There are other similar 
contemporary accounts. 

We must view this whole discussion against 
the background of the national outcry when 
the CABE approved in 1944 the report of 
the Sargent Committee. (He was an English 
educationist and administrator who had come 
as educational adviser to Che government of 
India.) The Sargerrt report had laid down the 
principle that elementary schcxiling shcxild 
spread as well-prepared teachers become 
available, and his reckoning laid this period 
down at 40 years, i e by 1984; the national 
movement was up against this imperial(ist) 
stance. The nature of the divide is the same 
as that which had been witnessed immediately 
Mlowing Curzon at the turn of the century 
(even more emphatically in higher education) 
when the rulers were taking their stand on 
‘quality’ and tended to be restrictive and 
gradualist as against the expansionist 
nationalist approach (sccinfra). Now, in this 
case, of course, there were other oppositions, 
too. Gandhi, always politically suspect, was 
also non-conformist to the extreme in social 
conceptions such as the sarvodaya society. 
His basic education, with some extreme 
versKHumsking work in the produoive mode 
the ^mary core, also cthne under keen, 
though not always friendly, scrutiny of 
Sargent. He uiKhnstood activity-centred 
education well enough but his emunittee's 
interrogation of Zakir Hussain was not too 
friendly. Hussain, himaelfno great orthodox 
Oandhian in social or even pedagogical 
matters,*” was called upon to ex|riain the self- 
sufficiency aspect of huic educatkm. Yet 
some ^ffieren^ persisted, aixl the Sargent 


report, while generally accepting woik and 
activity to which Saigent himself was not 
unfriendly, tended to water down the concepL 
Retrospectively, the country ultimately W 
to follow, both the time schedule and the 
pedagogical formulations of Sargent 
committee, themselves partly a work of 
Zakir Hussain. There was nonetheless a 
national urgency underlying the con¬ 
stitutional directive of education “up to the 
age of 14". But one also notices so.many 
unrealistic assumptions. For example, the 
ridiculous salary of Rs IS per month for 
teachers was mentioned in one report. 
Moreover there was no economic motiva¬ 
tion for literacy or schooling - facton which 
persist even today, notwithstanding all the 
economic development of the last half- 
century or so. 

We mentioned the costs ofbesk educatiotL 
In actual practice, economic self-sufficiency 
of basic education was not realised. Many 
educationists including R V Patulekar of 
Bombay and his. disciple the late J P Naik 
were inclined to argue that for early 
universalisation simple non-basic education 
would lead to mere rapid results. When the 
Rajagt^acharr government in Madras in 
early 1950s sought the assistance of Parulekar 
in devising a basic scheiiK of uni versalisation 
of elementary education, he just cut the 
childrens’ school day in hal^ expecting 
teachers to leach two shifts working the 
whole day while the parents taught craft and 
other productive activities at home. The 
scheme was immediately unpopular with 
teachers for the extra work they had to do, 
if not on paper, but much more with the non¬ 
brahmin legislators, even of the Congress 
and their constituents. Rajigi’s govenunent 
fell and K Kamaraj took over. The Rajaji 
scheme was accused, not inaccurately, of 
perpetuating a siniation in which old caste- 
occupmion distinctions would be perpetuated, 
even strengthened, through ‘bask’ educatioa 
It was followed by an upsurge among non¬ 
brahmin largely rural leadership, led by 
Kamaraj, under Congress wings to support 
schools with buildings and food for children 
(and kteping an eye on errant teachers?)." 
As noted earlier school-meals scheme did 
not perfram equally effectively in all states 
in tern» of school enrolmem, attendance, 
retention and achievement.'^ The costs of 
this kind of effort are high as a recent paper 
by Binod Khadria has shown (I9M).'’ 
Swing these realities would not have been 
difficult for interested people, but perhaps 
the class positions of nationalist leadership 
came in the way. 

J P Naik in his entire long stewardship of 
the most forward-looking thrust of the nation 
in oMSS education, particularly at the 
elemenuiy level, never clearly committed 
the universalisation effort to bask education. 
The entire education commission report. 



964-66. fails to mentian the word ‘basic* 
wen once, as he explained when questioned 
hat the tarm hadbecomeafaiily controversial 
nocept 

Ahistobicauty 

Immediately after independence, 
latioiialist thought in education was the basis, 
nd contemporary western educational 
wught and practice was freely drawn upon, 
poking back at our own history and drawing 
»s6ns from it was thus only summarily 
ittempted in the urgency and rush of urgent 
latkmal tasks. Thus, the author's own very 
jspected teacher, a respectable historian of 
Jucaticm found no time and effort to spare 
X founding a school of study of history of 
lucatHm,** sitting in committees working 
s member-secretary of the secondary 
ducation commission (1953) and so on. J 
Naik himself, a very considerable scholar 
1 the field, was unable in 1961 to accept 
n analysis of the first decade and a half of 
tdependence as characterised by the 
ominance of rural and upper middle 
lasses. ” Interestingly, only adozen and half 
ears later, from his empirical experience as 
lember-secretaiy of the Indian Council of 
lociai ScieiKC Research, he developed the 
^-efficient of inequality! The generation of 
w pioneers has not beffl alone in not being 
istorically minded. Thus, we see even today 
uuling scholars attributing such virtues as 
devance and child friendliness to the pre- 
ritish indigenous school perhaps as they 
'ould ideally wish for contemporary 
Jucation.*' Selective (or no) reading of our 
wn history has more pervasive influence, 
uis, while authors of the (Yashpal) National 
kdvisory Clommittee of (Turriculum Load, 
gaming Without Burden, take legitimate 
ispiration from R K Narayan’s intervention 
I Rajya Sabha in defence of children, 
tog^her forget Nehru’s speech in parlia- 
lent calling for the designing of a school- 
ag which would keep their hands free, on 
ray back fromachool to throw stones! The 
adership of independent India had many 
isks to accomplish such as building up an 
ifrasiructure of industry and irrigation for 
hich the required sectary, higher and 
chnical education tended also to coincide 
1th the interests and tendencies of the 
Mninant middle classes, initially urban 
id 'upper caste’ but increasingly, under 
' iinocraiic’ pressure of the ballot box, also 
ml and middle class/caste groups. It did 
rcuionally require a reminder from 
Hcrveri from outside, e g, Alva Myrdal’s 
Hindation day address at Central Institute 
.'Education in 1961. The education was not 
ily a democratic but also In the long run 
! economic requiremem. ’The relatively 
vak push for elementary education and 
teracy in actual practice and policy reflec- 
xl a certain la^ of clarity in the pre- 


indepettdence nationalist educational thought 
about the economics-related issues in 
education viz, that mau education had a 
certain minimum cost, and required in the 
context of poverty to the point of absolute 
lumger, if notasocio-economk restructuring 
on large scale, at least very substantial 
palliative measures of the variety of school 
meals and community participation - the 
latter itself being a mixed bag on accoum 
of the disproportionate effective influence of 
landed and sexist male domination of rural 
communities even after such land reforms 
as might prove possible. 

’The lack of awareness of such issues and 
a somewhat euphoric pride in newly found 
independence was persistent and not fully 
corrected by the National Policy of Education 
(1986), let alone the education commission 
(1964-66) or its predecessors.'^ We might 
also note that this lack of historicity or 
historical consciousness and overlooking of 
political and socio-ecotKimic dimensions of 
educational policy and process was also 
reflected in the structuring of educational 
studies themselves with history of education 
being neglected or pursued in sterile formal 
constitutional terms and the sociology, 
economics and politics of education 
developing very late, and even then in 
somewhat unanalytkai frameworks which 
would question little the existing structure 
of power and hierarchy." This is, however, 
a separate subject and is mentioiied primarily 
in terms of its being a sequel to nationalist 
thought in education which tended to ignore 
social differemiation and conflict, and even 
obvious mailers like hunger and poverty as 
factors relevant to education. We turn now 
to a few majorquestions on which nationalist 
educational thwght actually concentrated, 
viz, language and culture, higher education, 
technical and vocational education and 
control of education." 

Language and Culture: It has been a staple 
of discussions on British educational policy 
in India that by imposing the use of English 
language as the medium of the highest 
education, cultural as well as political 
domination was secured. It is apposite in this 
connection to note that even as late as the 
parliamentary enquiry of 1833, Mill who 
worked in the India OfTice pointed out that 
ofTices as high as Member, Board of Revenue 
could be satisfactorily filled without a 
knowledge of the English language.” The 
Macaulay-Bentick decision in favour of 
English should not, therefore, be viewed as 
merely a device to prepare clerical workers. 
’The shift to English has to be seen as a part 
of the whole orientation towards overall 
political cultural domination which 
accompanied thechangeover in theecorwmic 
relationahip frtxn one of extracting revenue 
and tribute to that of an industrial economy 
of Britain, seeking to use the colonised 


country as a market for goods manufkxtmd 
in the home country and source of raw 
materials at the economic plane wUle a 
cultural (including for some rdigious) 
evangelism pervaded thinking in the ruling 
country. Some like Hodgson*' who had not 
yet fallen in line with such thought, still 
argued for the use of‘vernacular* 
ai^ tried to minimise the praMenu in tfa^ 
use by even arguing that the whole Bengal 
presidency had fewer languages than was the 
case, in the process trying to show Assamese 
and Oriya to be mere dialects of Bengali! 
Over the rest of the century, and even later 
until the assertion by occasional movemena 
like Arya Samaj in the north, or later Gandhi 
on a national scale, the Indian iiuelligeiUtia 
made no strong plea for repiacemem of 
English by Indian hmguages. On the cormary, 
on the part of the empire, the process set in 
motion after the foundation of the Himhi 
College (later. Presidency College) at 
Calcutta culminating in the 1835 decision on 
educational language, should be seen as part 
of a larger trend which followed the chimge 
in official language of the courts from 
Persian later in 1830s. Diving the second 
half of the century the move towards art, 
education, etc, was also guided in part by 
the urge to create tastes similar to that of the 
British even as it is also seen to be hnked 
to a mote ‘practical’ kind of consideratkm. 
viz, the resuscitation of local arts and crafts 
which it was argued were necessary for a 
revival of the rural economy. In actuid fact, 
of course, the excessive revenue demands 
of governtnem and neglect of irrigation had 
led to famines, as has been well documealed 
by nationalist ecortomic historians. After 
Gandhi, the enshrinement of Indian languages 
at the apex of the educational structure was 
a proclaimed goal, along with a lesser 
emphasis on Hindi as the‘national language'. 
In retrospect, it is easy to see that there was 
some ambi valence about this and a iducianoe 
to force the issue. Tacitly, it appears to have 
been understood that, on the one hand, the 
privileged position which En^iah gave to 
the English-using elite would be hard to take 
away from them - even as the technical 
proMeins in transferring modem know l edg e 
to Indian languages were seen as substantial 
though in principle negotiable. On the other, 
it could not have estuqied the notice ttf any 
that the multiplicity of major languages in 
the country would offer problems in the 
adoptionofanyofthese as national latiguage. 
Some ambivalence, some douMe-spe^, 
some douMe-think appear to have charac¬ 
terised nationalist educationai thought on 
this matter. 

The Englishfiion-Engltsh divide was not 
identical with the preference ftir aaodein 
westernised modes of thought and living V 
English language was the p wfa aoo t. «f ifi 
during most of this p e riod. 


ttXf 


miomic and Political Weekly July 19,1997 



Technical and Vocational Education: 
There has been virtual unanimity in nationalist 
thought on the need for technical and 
vocational education for national advance, 
paiticulaiiy since the defeat of Russia by 
japan in 190S, which was attributed to Japan’s 
technical prowess based cm its education and 
training network. The foundation of the 
Bengal National Council of Technical 
Education in the Tirst decade of the century 
(which later gave birth to the Jadavpur 
University) by modem-minded people and 
the development of engineering, mining and 
metallurgy education at Benares Hindu 
Uni vetsity in the nextdecadeby an otherwise 
not very modem-minded Madan Mohan 
, Malaviya, represent the trend. The Indian 
nationalist opinion was not very vocal on 
lower level technical and vocational 
education and the British repeatedly attributed 
to the Indian middle class a reluctance to 
dirty their hands, overlooking the reality of 
their own preferment of Anglo-Indian lads 
for this kind of work or the dead-end nature 
of such training with only modest prospects 
of upward mobility - a handicap from which 
vocational education has suffered all over 
the world until this day. 

It might be useful to note here that the 
policy of the empire was. quite 
understandably not very forward looking in 
respect of technical education in India. The 
small amount of employment of engineers 
which railways could provide - as also 
irrigation and roads - was sought to beoffered 
to British expatriates trained at the Royal 
Indian Engineering College founded in 1871 
at Cooper’s Hill in UK because such an 
establishment would, hopefully, fulfil needs 
of other parts of the empire as well. Thus 
development of technical education in India 
was discouraged by the fact that 40-50 
engineers were brought out every year for 
guaranteed employment. Indian railways all 
through the last quanerof century had surplus 
engineers, and the allotted employment for 
the four colleges; Roorkee (^9) and one 
each to Sibpur, Guindy and Poona. The rest 
of the output here was employed at the 
overseer level. 

Higher Education and Universities: From 
1880s onwards after the provision of elections 
to the senates of the universities, the 
expansion of colleges was given strong fillip 
by Indian leadership. While the English 
litdian Education Ser^ce officers developed 
a plan for a teaching university at Calcutta 
in 1880s to be led by scientifically trained 
British personiKl at Presidency College 
separate from the existing Calcutta 
University, Gurudas Baneiji, and later much 
more prominently Asutosh Mukeiji took the 
view that education must ‘both rise and 
spread'. Thus nuclei of advanced teaching 
and research were to develop in the uni versity 
even as it followed a forward policy of 


affiliating colleges in huge numbers. This 
policy was actually carried out by Asutosh 
Muketjt as vice-chancellor of Calcutta 
University from the early years of the 20th 
century when the imperial pdicy of restricting 
all higher education in the name of quality 
was officially proclaimed by the Indian 
Universities ^mmission set up by Curzon 
and in pronouncements on Indian education 
policy, little foreseeing Ramans and Boses. 

While this was the general stance of the 
nationalist movement and scientific research 
developed at centres like the Indian Institute 
of Science set up by J N Tata (with 
encouragement from government) at 
Bangalore and Indian Associtfion for the 
Cultivation of Science, Calcutta, technolo¬ 
gical education at (Calcutta (Bengal National 
Council of Education) and Benares Hindu 
University, the national political movement 
took a radical turn under the leadership of 
Gandhi in the 1920s. Thought of higher 
education and research was to become mote 
salient only later in the mid-1930s, arxl even 
later with modernist socialist ideas of 
Nehru (and somewhat forgotten Subhash 
Bose). Clearly, while the Gandhian strand 
in the national movement did not take any 
strong negative position on higher scientific 
education and research, its general social 
perspective was generally indifferent to it 
and concentrated much more on mass 
education. Both strands were also keen on 
addressing more immediate questions of not 
only anti-imperialist freedom struggle but 
also for national unity against communal 
division. The latter had an important 
educational correlate - the image of India, 
its historical past and the vision and 
perspective for the future. National schools 
and universities started after Gandhi called 
for a boycott of the ‘Satanic’ education, e g, 
the Jamia Miilia, Kashi and Gujarat 
Vidyapeeths and a number of other insti¬ 
tutions, would deserve separate study(ies). 

It has to be noted here that much of their 
view of India’s past glorified the ancient and 
in varying degrees sought to present a 
harmonious medieval period (in ermtrast to 
the some more ’Hindu’ views in Arya Satiuj, 
etc). The national integrationist or tolerant 
position did not make very wide impact on 
common schools. 

Essentially, the national movement was 
too preoccupied with tasks of political 
mobilisation and constitutional negotiation 
to pay much systematic attention to emication, 
quite apart from an occasional thought or 
idea in some cases developed by acommitted 
educationalist into an institution or a chain 
of institutions. Neither, in addition, was the 
national movement a unified systematic 
mass or cadre-based movement like com¬ 
munist movements in some countries or 
religious/paiticularist movements in our own. 
e g, Arya Sarny, Rashiriya Swayannevak 


Sangh. Jamaat-i-lslami, toMigJi, which would 
carry out systematic propa^inda (in the 
comrminist parlance) or educational work. 
There is also a more bask consideratkm 
militating against any major changes in a 
countiy’s or society’s edu^onal structure 
or its content, which some including this 
author have discussed elsewhere.^ Each 
educational system has a ‘built-in inertia’, 
the tendency to remain more or less the same 
in its essential style and even content. For 
teachers tend to teach in the manner that they 
were taught or even whm they wen taught. 
Textbooks might be rewritten but not only 
is theirdisseminationfromcentie to periphery 
slow but often does not reach even the 
majority of schools. And the overall iileo- 
logical cultural climate, nature of family and 
peer group socialisation tend all to pull in 
the direction of the already existent. This 
phenomenon has also been described under 
the rubric of the ‘genetic imprim’ of an 
educational system. Thus, the directions of 
national integration, pluralism, tolerance, etc, 
on the one hand, and equity, justice or even 
‘socialist^’ orientations-proclaimed as these 
were important to the national movemoit - 
have beM modestly reflected in educational 
thought or practice, to put it mildly. 

The ideas of science more in terms of its 
rationality and technical application and push 
towards modem life appear to have made 
greater impact. However, the search for an 
‘Indian’ i^ntity, itself a much contested 
thing (with its Hindu and ‘secular’/multi- 
cultural/integrationist versions in contest for 
the whole of the last century), has tended to 
turn into particularistic directions notwith¬ 
standing the more universalistic aspirations 
of the national movement. This has found 
its due reflection in education. The libera] 
tradition of the past still has a lot of meaning 
and sense about it and requires to be and is 
capable of being recaptured, but with very 
determined, well planned and organised 
effort. 

Conclusion 

Each of the foregoing themes deserve full 
treatment in form of papers and treatises. 
Some of which have in fact been written. The 
essential purpose of this article has been two¬ 
fold. One was to draw attention to the 
pedagogic dimensions of nationalist 
educational thought. For educational field 
has seen less of this. Much mote of the 
political and cultural aspects or substance of 
nationalist educational thought has been in 
focus of scholars, primarily historians and 
political scientists in their disciplinary 
affiliation. In exploring the pedagogic 
elements in nationalist education^ thought, 
we have come across ideas similar to the 
progressive.child-centredorientatkMis which 
also characterised the whole movement of 
educational thought and practice in the 
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weitern world uid even non-wettern 
countries as they developed into modem 
national states with more urimn living in the 
present period of science and industry. Some 
of the more enlightened British educational 
officials too tried in small ways to make 
b^nnings in this direction but these, like 
anything else they did, were coupled with 
a strong authoritarian paternalistic style, 
tending toexdude the large rising nationalist 
intelligentsia. The mt^ advances in a 
progressive direction came when this 
intelligentsia teamed up with the national 
political movement for freedom and 
independence. One might never have come 
across anything distinctive about this were 
it not for the fact that this struggle happened 
to throw up a leader, Gandhi whose social 
vision was utopian-looking sarvodaya but 
which respond^ to and struck a strong 
sympathetic cord with the mass of Indian 
people not only because of nationalist 
aspirations and the desire to be different, if 
only to assert an identity, but because the 
truss poverty of Indian people, the very 
rudimentary pre-industrial economic milieu 
of much of India made the sarvodaya vision 
appear an eminently fair and realistic one. 
llius, Gandhi’s ideas of self-sufTiciency in 
basic education tied in with wotk-/child-/ 
life- and community-centred perspectives of 
western pedagogical theory largely anglo- 
saxon but with a critical leading element 
being contributed by German trained Zakir 
Hussain who had known the German 
arbeiuchule. In higher education loo the 
universal tieixl in the direction of research 
and technical/technological education was 
taken up by the natioiul movement and its 
leaders. While in the name of 'quality' the 
British rulers tended to restrict expansion, 
Indian leadership linked expansion to it. 
(Ironically, post-independence leadership too 
tends to demy expansion, student activism, 
etc, which its predecessors had upheld.) 

The other main thrust of this paper has 
been to draw attention to the somewhat 
limited middle class perspectives of the 
rutional movement and the tendency to over¬ 
simplify the problem of national unity by 
overioc^ing regkmal and caste/class diversity 
within India. This has understandably 
appeared to privilege dominani/visible upper 
castc/north Indian/HiiKiu perspectives even 
as a substantial set of diverging perspectives 
from the ‘lower’ castes, e g, in Phule and 
Ainbedkar, from other regiont and religions 
communities were recognised and sought to 
be integrated. That (ask remained sub¬ 
stantially unaccomplished, as the history of 
the half-cemury since independence bears 
witness. On the contrary, questions emerge 
as to whether the large variety of linguistic, 
ethnic, religious identities are capable of 
welding imo as unified a nation as the 
constitutional political unity of the union 


poaits, suggests or requires. In fact, in the 
processofthisunificationstBtting with British 
rule particularly 1835 onurards when English 
was ordained as the langua^ of higher 
education, a relatively more urufled English- 
using intelligentsia constituting 3-7 percent 
of the population has emerged which is 
closely integrealed with world economy and 
technostructure- patticulwiy bearing in mind 
the millions of expatriates in the Indian 
disapora with a substantial proportion in the 
developed west. It is at least as closely 
integrtting with techno-ecoiwmic magnets 
outside, as it might be with the countryside 
and its populace. While the mobilising ideas 
of the nationalist period uiuleriie the make 
up of educated Inmans as a sort of a basic 
substratum, its legacy is not entirely uni vocal 
leading in both particularistic, uni versaiistic 
or pluralistic directionf. The recent influences 
of new commmunications and computer 
technology add a modem dimension to skills 
attd some ideas of belonging with the test 
of the vrorid (actually its more prospersous 
aitd powerful part). In the process, the legacy 
of the national movement which responded 
to the poorerand exploited section of society, 
is tending to get lost in the educational 
enterprise. 

In fact, the basic threads as well as lacunae 
and gaps and the conflicts and contradictions 
within nationalist educational thought require 
deep and sustained enquiry to apprehend 
today's reality. Some insight into this 
phenomenon is provided by reflecting on the 
Nehru-Azad-Radhakrishnw divergences - 
even as Patel witba very different orientation 
took little direct hand in educational work 
as such. And of course, all carried on with 
such deference to Gandhi as they cared to 
give, and of course, with extreme and 
meticulous observance of courtesy to each 
other and committed observance of the code 
of unity for a secular democratic republic. 
But it is well known that the Rashtrapati (as 
the Congress president was called) of mid- 
1940s. unti I partition had been agreed to. was 
obliged to ruminate in frustration as the 
education minister, even as the main business 
of government was handled by Nehru and 
Patel. Even the ceremonial headship of state 
was offered to Rajendtababu who could only 
elucidate some of his opinions in speeches 
and addresses (e g. on Hindu Code Bill). The 
point of this recall of varying emphases and 
tilLs forourdiscussion is that while the straight 
‘socialist’ scientific moderniser in Nehru 
espoused paracticcs and institutions dictated 
by these, the corpus of 'oriental' and 
ti^itional medical, legal and trading skills 
and learning - even if we write off the ritual, 
sacerdotal and not very scientific part of 
India's original learning, very much alive 
and in practice (then and even now to a lesser 
extent, perhaps) - were ignored and not 
incorporated in contemporary India's 


educatioaal aystetn except inargiiialiy as 
appendices (low profile iqnirvedic, unani or 
oriental faculties and coU^es in uni versities 
and so on). Azad could perhaps have provided 
an educatioiul leadership whidi would have 
filled this gap. On the other hand, we find 
Radhakrishnw’s son S Gopai documenting, 
in his father’s rather explicit biography, his 
own and presumably his father’s criticisin 
of Azad as an isola^ and perhaps not to 
effective minister of education, for not 
implementing ideas which Radhakrishnan 
commended for attention and action, 
presumably with also commendation of 
Nehru, however mild and respectful. It is 
possible to view the three as repreteoting a 
wholesale 'moderniser' (Nehru), syncretic 
synthesiser of many traditions of Irsdia into 
some kind of modernity (Azad), and 
Oxbridge-dominated brahminicai ‘Indian’ 
modernity (Radhakrishnan). With adifferent 
balance between them, the implications of 
India' s education for the chaiacier of modem 
India vis-a-vis secularism attd modernity 
could have been very difTeteni. We have 
discussed some of this elsewhere.'* 

This interplay of personalities and outlooks 
also illustrates the more general difference 
between western educational devciopaient. 
with modernity builtinacontinuityofcuhnnl 
tradition, and non-western colonised 
country's experience of break, schisro atidf 
or dominance situation.'* 

We have also referred to aitother part of 
the legacy of the national movement, its 
activities and thought and the overlooking 
of some critical elements. Apart from the ] 
indigenous educational legacy, in ignorii^ ! 

which our post-independence leadership I 

appears to have adopted the same stance as | 
theangelicistsi'.', the controversy at the time ) 
of Macaulay-Bentinck, there is also the f 
residue ofthestudentand peasant agricultural ^ 
classes resistances which came with die ^ 
national movement for independence. } 
Questions of expansion and the rpiantum of ) 
education.lhelinkingofeducationalactivity 
and programmes to ongoing socio-political ^ 
economic activity and emptoyment needs of 
young people were seen as btoatfly irrefevanl 
to post-independence educational devdop- 
ment and reconstruction. Thus, although one 
heard an occasional address such as given 
by Go vind Ballabh Pant during the foundatkn 
of Gorakhpur University, which called for 
vast expansion of higer education, general 
policy stances of the post-independence 
government have resulted in restricting 
quality. Student participation ingoremance, 
autonomy and similar ideas have been seen 
as something tocope with rather than tocany 
out. What peasants and workers could 
contribuleiniennsofte-urientingtiieceoaBNt 
of education was poorly aniculaied by dUIr 
movements themselves and ImvebadviitMAy 
no tnqsression on educadoaal poBcy and 
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actkMi when one compares this with the 
comparable phenomenon either in the west 
or in east Asia, Korea, Japan and China. 
Among others, one noticesadistinct counter- 
populism, if one may coin a term to describe 
the enclave mentality which has influenced 
higher education panicularly and most 
education in general. The influences noted 
above were not the most dominant in 
nationalist thought on education even as they 
had wide influence in the national movement 
itself - the former being a little more 
brahminical than the reality of the movemem. 
Our view of their relevance today would be 
a function of our positions on a wider set 
of social and political questions. 

A discussion of nationalist educational 
thought is virtually unending. We shall close 
the present contribution to it by referring 
again a little more fully to a continuing 
controversy. There has b^ much criticism 
in recent years of the lack of emphasis, 
relatively speaking, on mass education in 
indqten^t India and the rapid growth in 
higher education. Often the country has been 
held in criticism for trying as it were, to build 
a house from top downwards! Two sets of 
factors need to te underlined here. Firstly, 
the simile is inappropriate for an education^ 
system draws its essential knowledge as 
much, if not more, from the staple content 
at the higher reaches which then Alters down 
to secondary and elementary stages, as from 
the skills and knowledge at the lower reaches. 
But simile apart - parallels are imperfect as 
reasoning, in any case - it was a clear 
aspiration of the leadership of the national 
movement to build a ‘powerful’, industrially 
and militarily highly visible nation. Gandhian 
influence notwithstanding. Education of the 
mass of people was visualised more as a base 
for a‘strong nation'than as a basic democratic 
imperative. If we take a comparative look 
at other under-developed and/or colonised/ 
semi-colonised countries, with few excep¬ 
tions. e g, China or Mexico, few could claim 
as strong and continuous a tradition of 
higher learning, and fewer still had as 
stratified a society (caste, etc).” Nor could 
many claim the dubious benefit of a whole 
intelligentsia, nurtured in the language and 
culture of the ruling power, of comparable 
magnitude. The objective and subjective 
possibilities of an elitist ‘strong’ national 
development have merged with the class 
interests of the empowered who in the peculiar 
logic of ballot box democracy, were impelled 
to take the direction that was taken, unlike 
for instance, China where a single-party 
Communist regime had other priorities as 
well as possibilities. Within the limitations 
just outlined, nationalist thought and action, 
both pre-and post-independence, espoused 
mass education. As on the question of 
language (see supra) there was some double- 
tfiii*, some double-speak, some indecision 


- all combining in rductance and halting on 
determined action for mass education u 
opposed to free higher, technical and 
sdentific education and related efforts. In 
this the post-independence leadership acted 
little diff^erently from what could have been 
foreseen from pre-independence thought and 
action. 

Notes 

1 Workshop on‘National and Colonial in Indian 
Education', Jawaharlal Nehni Univeisily, 
Delhi, March 1996. 

2 S Shukla, “‘National' and ‘Colonial’ in Indian 
Education - Intenogoting the Dichotomy", 
paper in ibid. 
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Samya Publications, 1996.) 
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Experiments'.Carfax Publishiiig, Oxfordshiie, 
C€>mpanttive Education, 19-1,1983. Originally 
prepared for seminar on ‘Alternatives in 
Education’ at Indian InstitMe of Advanced 
Study. Simla, and Indian Council of Social 
Science Research. 1978. 

5 A slogan. "Each One, Teach One" from Frank 
L4iubach caught -the fancy of Congress 
ministries and students were sought to be 
mobilised for literacy campaigns. I have 
discussed these demonstrations on Literacy 
Day in a couple of articles elsewhere. 

6 Most educational thinking has unfortunately 
overlooked some crucial foctors either out of 
persistence of thought patterns developed in 
the entire colonial period when these were 
pressed by colonial rulers and other reactionary 
groups to emphasise the impossibility of 
universalisation, or because it is seen as a 
defeatist icqxmse to India's contemporary 
problem. It could also be because of un¬ 
willingness to recognise that independent India 
has a socio-economic structure to which 
poverty and hunger are endemic - a reflection 
of the privileged character of our middle classes 
from which our intellectuals are drawn who 
ore loath to recognise the consequences of 
Ihetrpri vilegc. This could well bean illustration 
of a proposition in sociology of knowledge! 

7 DPNayar(seeii!fru)inpertonalconversatioit. 
however, is disinclined to agree. 

8 Nayar has cited the sentence Gandhi added in 
his own hand to his article, “The resuh would 
have been of no value if it did not also mean 
educocion, ie, improvemem of the mind” 
[Nayar op cit, p 176]; after Nayar's own 
sentence *^0 for about its economic aspect..." 
D P Nayar in penonai conversation cited this 
from a writing of B C Kher. 

9 DPNayar.hissisierSushilaNayarandbrother 
PyaieU were devoted Candhians and worked 
in Scvagraia D P Nayar also later worked for 
a long period in the Plaruung Commftsion up 
to the level of adviser. After his early stint in 
the bosk school at Wardha he did not feel that 
B C Kher was too keen about recovery and 
costs of scfaooUng through chUdreowijrk. Kher 
was inclined toengthatite “skillsofthe Anger” 
toemphasise that the edticationai value of croft 
was impoftani. O P Nayar’s own work at the 
school showed that Vlll grade chtUren's 
product exceed coats in value (D P Nayar, 
Towards a Naiional System of Ediuraiion, New 
Delhi. Mittal PuMicaiion, 1989, pp 177 


and 181]. Here accaonls oTlhoM wMi to«M 
flnt-hand expetienoe of the pe ri od fl oce ri on 
might be useful. Salomalullah who joined the 
Tenchers’ Training butltute set up by Zakir 
Hntsain in Joraia MUha after the foniMilatkm 
of the basic scheme arid had been attracted to 
Gandhi’s ideas in genend even during his 
student days at Aligarh speaks ofhis disetttsian 
with Gandhi. When he expressed his 
diuppoimment wkh the two annai a dey wage 
of the tanner in Magan wadi« Wiiriha, Oawflii 
wrote back to point out tfant this wns double 
the wage drawn in outside world! Basic 
education was designed, by him, for this kind 
of situation. The Teachers’ Training Institute 
struggled along with students of varyin 
educational qualification from grade four 
upwards. When one year no students joined 
and the young teacher educator suggested to 
Zakir Hussau of winding up, he was told it 
was only a btul tradesmaa who shuts up shop, 
if no students came, faculty should write about 
basiceducaiioniTheinsliiuteacquiicdstabilily 
mostly ftommodestlyeducatedniiyabi women 
who had horrifle images of Muslims and had 
been apprehensive of what will befall them, 
only to lave after having acrpiired warmtlro. 
feeling and understandingoftheotfaeri’culture 
in the duration. Basic education thus carried 
the message of notional unity, amajor objective 
of the national movement, unfortunately not 
effectively pursued in education. 

Devi Prasad, a practising artist, joined the 
Sevagram Basic school in 1944 after artistic 
training m Shantiniketan. His medium has 
been sculpture and clay on the potter's wheel. 
He speaks of the essential unity of Ttigoie’s 
and Gandhi's concepts in education. He 
recounts the occasion when he wished the 
children could all go and spend time together 
enjoying the sharud purnima moon, and was 
held up by committed colleague that the time 
would be more usefully spent spinning. 
Ashodevi advised him to write to Gandhi for 
his opinion who wrote back tluu what Nandolal 
Bose had taught Devi was what he should do. 
Gandhi had a basic orientation and he had an 
open mind and a pragmatic approach, and also 
relied on the opinions and ju^ment of those 
who specialist in fleld. Deviptasad also 
dissented from the present author's suspicioa 
that schooling and education might have 
occupiedamatginal place in Gamfiri'scnncenis 
in the midst of all his other preoccupolioas. 
And yet some biogtaphen of Gandhi have 
paid very little attention to basic education. 
Thus, Martin Green's Gandhi - Voice of Ike 
New Age Revolution (New York Continuum 
1993) which claims exclusive snention to 
personal and intimate facets of Gandhi contains 
only one reference to basic education in its 
4(X) pages! In his earlier work comparing 
Ganrihi and Tolstoy there is again one pMsiUe 
reference toeducaiion in the form of a mewion 
of Zakir Hussain. Rajmohan Gandhi’s 
biography of Gandhi, loo. does not do anythuig 
differ^. 

10 In one of bit addrataet to the Hindustani 
Talimi Conference at president, he speiics of 
four stages in work: selecting what to do, 
planning, execution, and evahiatioii. of which 
he cloiina three ita^ ate inteHectuai and the 
second manual. Not only does Zakir Huitatai 
emphasise the cognitive aipecti of basic 
education, he goes on in the ssme address to 



My Ite bilUi teiife ev«a RMitef poetry WM 
wodc! 

11 KUaiSheotoAiyvinSwKfay imI 
H*nM. maiid 1993 or 1994. 

12 S C M^, R R Saxemt et al Impact cf Mid¬ 
day Meab Programme on Etuvimetu and 
Keteraiim at Primary Stage (Delhi NCERT 
ndvieo l984)aadPni^ploRoyaiidRadhanMh 
Rath: School Mealt Programme In Scheduled 
Caste and Scheduled Tribe Lunch In Orissa 
(DelM Council for Social Develo|miem, 1972). 

13 BinodKhadria,‘Child Labour Reform th r ough 
a Fiscal Instnimeni’, Economic and Political 
Weekly. July 27. pp 2009-10. 

14 AN B asued i tedAiBm'fitelWittowhKflgwKwu 
Instructim in Bengal, Bihar and Orissa 
(Calcutta Univmiiy Press, I93S) ironi which 
Joseph di Bona has abs lr actrd One Teacher 
One School (Delhi Impex Biblico, 1983) os 
also Indian Education in Parliamentary 
Papers, Asia, Bombay 1952). 

15 See S Nniullab and J P Naik, A Students' 
History of Education in Indio, (MacmUlan, 
Bombay, 1963). This authorwascoimmssianed 
toaddthechapieroa 1947-61 which he drafted 
but was totally revised by J P Naik who had 
graciously pidced up the author for work. In 
hit enthusiasm for the new national state of 
India he was unwilling to this implicit or 
explicit social criticism of the new stale’s 
policy. See Krishna Kumar, The Political 
Agenda of Education, (Sage Publication, 
Delhi. 1991) p 72 and elsewhere. 


16 See fCiWuM Kwnar, The Political Agenda 
Education, (Delhi. Sage PubUcatiott, 1991) 
p 72 and dsewbeie. 

17 See.farexstnpleiepoitsoftfae(RadhakiiriBan) 
University BducationComaiistioa 1948-49or 
Secondaiy Educatian Comtnission headed by 
Lakshiiianswami Mudaiiar (1933). 

18 The entire woik of sociologitu relating caste 
and caste associations to education and 
school managements lack awareness of 
power dimensions until Harold Gould's 
paper on the subject in Rudolph and Rudolph 
(e^) op ch. 

19 My doctoral disseitalion Educational Deve¬ 
lopment in British India (DeUu University, 
1958, unpublished) which some now well- 
published scfaoiais in the field have seen but 
found too low-key in its first order inferences 
to ever cite, brings together most of the facts 
we note later in this paper. Some of the ideas 
have also been discussed in my paper ‘Public 
Educational Systems in (Colonial Contexts - 
The Case of India'tTransitioaftom Indigenous 
to Modem Ideas and Institutions in Nineteenth 
Century’ iBoslostJourtudaf Education, 165(4) 
Fall 1983) being an editorially revised and 
shortened version of my contribution 
’Education in Relation to Some Ides and Con¬ 
cepts during Later Nineteenth &ntury’ in 
Bisheshwar Prassed (ed)/dnu in//ixfory (Asia 
Publishing House, Bombay, 1967). However, 
as the vicissitudes of the field of history of 
ideas show, such historically unrooted 


expiontions lead nowhere very lancb- 

20 A N Basu 1952, op cii. 

21 A C Boman Behr^ Edmcatkmat Contro¬ 
versies in India. 

22 In my ‘Recoosidering PdHratinnal Theory' 
(paper to the NCERT seminar, 1963, immeo) 

and ‘P<tHrmi««ia t Tx-tifiiqH>« mmI Bitiir W in—t 

Planning’ {Educational Sciences ~ an 
international journal Petgaraon ness, vol n. 
No I, October 1967) I have drawn attention 
to the phenomenon of inertia in cdncirinn. 
Susan and Lloyd Rudolph in Politkt and 
Education in India (OUP, 1972) have spoken 
of the “genetic imprint” of an ednritinnal 
system. 

23 liiilipFbsier,’The Vocational School Fallacy' 
(Chicago, Comparative EdurationReviewi^ 
l9S0’t. date to be checked). 

24 Shukla’s‘Secular and Non-SecnlarEIemeait 
in Indian Education’ (Bikaner. TeacherToday, 
ApnI-June 1974) originally at Scen U tism 
Seminar. HAS, Simla. 1973. 

25 SShukla,‘EducatioiialTtaatitioasinSoothea 
Asia’ (paper for the inaugural sympoahtm, 
Comparative Education Centre, Univenity 
Hong Kong. May 1995 in lASSI Quarterly, 
April-June I 995 .V 01 13. No4. Alto Eomomic 
and Political Weekly, June I. 1996). Some 
part of this basic positioa appears in S Shukla 
‘Comparative Edia»tioo: Indian Pcfspectiwe' 
being a revised version of die preridential 
addiM, First Conference of Comparative 
Education Society of India, Pune. 1981. 
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DISCUSSION _ 

1989 Student Movement in China 


Anip Kumar Sen 


(W his article, ‘Legacy of Deng Xiaoping’ 
(EPW, March 29-Apnl 4), Nirmal Kumar 
Chandra offers his assessment of significant 
( vents in post-Mao Chioa. He has rightly 
pointed out that the Cultural Revolution 
(CR) initiated by Mao “was declared a fiasco" 
in the discourse of Deng Xiaoping. Deng 
himself was a victim of the CR. The spectre 
of the CR haunted the Deng Regime: ‘There 
arenumerous A/nregulations by which those 
who write about the CR must abide in order 
to make it past the party censors, and official 
history in particular is very much a matter 
of building a narrative out of a strictly defined 
reservoir of ‘correct tifa'. There are Ufa 
regulations that govern even the most minute 
details. The very name Great Cultural 
Revolution, for example, is the subject of 
one rule laid do wn by the Central Propaganda 
Department in its 19M regulations governing 
the writing of words and figures, which 
stipulated that the ‘Great Cultural Revolution' 
must be put in quotation marks..."' 

The above observation was made in 1989. 
Chandra has drawn our anention to the 
significant fact that two positive aspects of 
the CR have got recognition in the political 
discourse sanctioned by the Chinese 
Communist Party in 1996. But it should be 
noted that the CR is not treated as an 
organic element of Maoism by the present 
leadership in China: 

When the 100th anniversary of the birth of 
Mao was celebrated in December 1994, for 
example, television was filled with long 
documentaries and semi-fictional 
reconstructionsof his life, and photo displays 
and similar exhibits were mounted 
throughout the country. But the years of the 
CR, among the most dranuitic and far- 
reaching in their impact on Chinese society, 
were all but ignraed, being virtually skipped 
over, as if the decade from 1965 to 1975 
or so did not really occur. This attempt to 
ignore ihe recent past, in favour of earlier 
more acceptable periods, certainly 
corresponds with much of the popular 
teotimait, especially among intellectuals 
and professkmals. For the laiter, the CR 
is widely seen as an era best forgotten, 
or spoken of only as one of loss and 
suffering.’ 

As early as 1957 Mao realised thm “Ihe 
working clan must have its own army of 
technical cadres and of professors, teachers, 
scientists, journalists, writers, artists and 
Marxist theorists” for building socialism.' 
This statement reminds us of Ihe famous 


Marxist philosopher, AntmioGramsci, who 
made a distinction between traditicmal and 
organic intellectuals. In Ihe context of his 
discussion of the hegemony of a social class, 
Gramsci noted: "One of the must important 
characteristics of any group that isdeveh^ng 
towards dominance is its struggle to 
assimilate and to conquer ‘ideologically’ the 
traditional intellectuals, but this assimilation 
and conquest is made quicker and more 
efficacious the more the group in question 
succeeds in simultaneously elaborating its 
own organic intellectuals."* 

Mao and Socialist Construction 

The CR posed a challenge to the division 
between manual labour and intellectual 
labour prevailing in the Chinese factories. 
Prior to this revolution, “thousands of 
innovations" suggested by workers had been 
"blocked by technicians who viewed them 
as inconsistent with Ihe Kientific and 
technical concepts they had been taught". 
One of the outcomes of the struggle waged 
in Chinaduring the CR had been the formation 
of ihree-in-one comMnation teams, “teams 
charged with technical questions and 
consisting of workers, technicians and 
cathes".’ 

Mao did noi follow Stalin in the process 
of developing socialism in China. He strongly 
criucised Stalin in the late l9S0s: “Stalin 
emphasisedonly technology, technical cadre. 
He wanted nothing but technology, nothing 
but cadre; no politics, no masses."* The 
purpose of the CR was to put ‘politics in 
command* and rely on the initiative of the 
masses for socialist construction. This was 
not an easy task. Marx once wrote that even 
theory “b^mes a material force as soon as 
it has gripped the masses".’After the initiation 
of the CR, “it took several months for the 
workers to rebel against the prevailing 
methods of management and (he division of 
labour and against the die-hard supporters 
of the existing relations in the factories".' 
The economic aspect of socialist cog^tiucti on 
was also taken into consideration in the 
manifesto of the CR: 

The aim of the Great Proletarian Cultural 
Revolution is to revolutionise people's 
ideology and as a consequence to achieve 
gieater, faster, better and more economical 
results in all fields of work... Any idea of 
counterpoiingtheGreatCultural Revolution 
to the development of production is 
incorrect.' 


TheCRwasnotaflawlcMrevoIutioa But 
theavailableevidence suggests that it created 
confidence in the minds of the workers and 
peasants about thdr own crettivity."' A 
critical assessment of the CR is an uigent 
task today. Chandra argues that "quite a 
number of key Maoist Ideas have been 
reaffinned and carried forward to acquire a 
new flesh under Deng”. Our aigumem is that 
the political aspect of socialist construction 
highlighted by Mao did not find any place 
in the reforms initialed by Deng in the name 
of‘socialist modernisation'. Peter FDnicker, 
the noted management theorist in the west, 
pointed out the evil consequences of 
“Mao's macabre ‘Great Cultural Revo¬ 
lution’” in 1985." The development of 
management education got priority in 
China in the 1980s. With the purpose of 
developing “newer and different types of 
managerial skills" required for "socialist 
modernisation", China sought “assistance 
andco-operation.inthc field of management 
education, mainly from the US, Canada, 
the UK, other western European countries. 
Japan and some other south-east Asian 
countries"." The hallmark of Dengism was 
to put ‘economism’ in command. That a 
hierarchical pattern of management would 
flourish in the Chinese economy was hinted 
at by Deng in 1978: 

Emerprises should institute the system in 
which the factory director or manager 
assumes overall responsibility under the 
leadership of the Party committee, and they 
should set up effective systems for directing 
production. The trade unions should teach 
their members to support the highly 
cenUralised administrative leadership in 
their enterprises and to help maintain the 
full authority of those who direct 
production." 

We arc shocked to find that Chandra has 
drastically changed his earlier assessment of 
the suppression of the student movement in 
China in 1989. To put it in tus own words, 
"1 was highly criticalof the ChiiKseleadenhip 
at that time when I wrote... But on hindsight, 
and looking at the course of events, first in 
east Europe later in the same year (1989), 
and shortly thereafter in the USSR, I would 
now concede that Deng was correct in 
apprehending the worst if the party had 
accepted the students’ demands. 1 am still 
not convinced that the militaiy tMUidobait* 
wu the only way to htmdle the ciiiis... 
Besides, after all iheseyears no onehat come 
forth with any clinching evidence thit the 
movement enjoyed widespread support 
among the working classes or thepeasantiy” 
(P 642). 




Stuobnt Movement 

In 1989 Gundra raised serious questions 
xxit the relationship of democracy with 
rialist construction. But “the installation 
' the ‘Statue of Uberty’ at Hanamnen 
naie” propelled him to argue that the 
nspiration behind the demand for 
anocracy by students and intellectuals 
irely came from the west, especially the 
mericanconstltution”.'*ln fact,the student 
ovement represented multiple voices and 
mbols. Chandra himself highlighted this 
,iect of the movement in his article.'’ Marie 
Hager formulated an alternative 
:planalion on the basis of other symbols 
edinthe 1989 democracy movemem: “The 
idents’ behaviour, however, indicates they 
e themselves pursuing less the overthrow 
socialism than its democratic renewal. In 
s light the revival of Maoist symbolism 
ars careful scrutiny, especially in the light 
certain historical antecedents".'* Hager 
ide a critical assessment of the CR and 
ao’s concept of democracy.'’ We support 
iger's argument that the legacy of the CR 
‘the experience of active democracy and 
.■ dream of its restoration in more adequate 
-m" - resurfaced in Chinese life in the 
89 upsurges. 

We do not know the details about the class 
aracter of the people who extended their 
)port to the student movement. But we can 
I an idea about the mass support of the 
ivement from the fact that “one million 
jple marched in Beijing on May 17 in 
jport of the students”." A report pub¬ 
lic in Beijing Review (May 29-June 4, 
89) stated that “Demonstrations gra- 
ally spread to almost every provincial 
>ital and many middle-sized cities”, 
e fact that the movement mobilised 
pport from various social groups in 
urse of time was acknowledged in the 
wrt; 

fhis time the government was facing more 
han students and intellectuals. Now there 
werefactoryworkers.farmers. businessmen, 
iovemment functionaries and even non- 
nililary army officers who identified their 
nterests as being the same as the students.'* 
Hie characterisation of the movement by , 
Chinese leadership is significant. The 
iril 26 editorial of People’s Daily 
lounced the outcome of the student 
ivementas ‘turmoil’. Premier Li Pengmet 
student leaden on May 18. Wuer Kaizi, 
udent leader, demanded that “the People’/ 
ify should put out another edilorial to 
ate its editorial on April 26, and to 
tiogise to people all over the country and 
cnowledge the great significance of the 
Tent student movement”. In order to pacify 
student leaden, Li Peng said: “neither 
government nor the Party Central 
mmHtee hat ever said that the students 


are arousing turmoil”. At the end of the 
meeting “tlie officials and student 
representatives agreed that the talks were 
only a meeting rather than a dialogue”. On 
the veiynext day Li Peng“callcd for resolute 
and powerful measures to curb what he 
termed tunnoir and restore order”.” After 
the brutal suppression of the movement with 
the active intervention of military forces 
(June 3-4), the Central Committee of the 
Communist Party of China and the State 
Council issued a joint message on June 5, 
“saying that the ^inese capital is now in 
a ‘critical state’, as a result of the ‘shocking 
counter-revolutionary riot’ instigated by a 
handful of people with ulterior motives”.’' 
Deng Xiaoping delivered a speech on June 
9, “after posing for a picture with army 
commanders" from the martial law 
enforcement troops in Beijing.” Deng 
corroborated the ‘verdict’ of People's Daily 
and argued: “It was also inevitable that the 
turmoil would develop into a counter¬ 
revolutionary rebellion”.” 

Deng discovered “a large number of the 
dregs of society” involved in the rebellion. 
It should be noted in this context that in 
February 1989 “a crowd of 2.5 million 
desperate job-seekers swarmed into the 
relatively rich province of Guandong, near 
Hong Kong These hordes of migrants have 
strained China's already overloaded transport 
system and contributed to a rapidly climbing 
crime rate”.” Anita Chan gives us an account 
of the strategy adopted by the Chinese 
leadership after the suppression of the 
movement: 

In the weeks immediately following the 
Beijing massacre, the government publicly 
condemned to death a number of these 
unemployed itinerant workers, in an effort 
to portray the violence in Beijing as the 
workings of an out-of-control lumpen 
proletariat. Hour after hour Chinese 
television also deliberately portrayed the 
swollen, bruised faces of detainees identified 
with other dangerous groups: in particular 
blue-collar workers who hod attempted to 
establish independent trade unions and 
student activists. Arrest warrants were 
circulated for dozensof dissident intellectuals 
who fled into biding... These are the groups 
who were to be warned that all further Assent 
would be smashed in a campaign of stale- 
sponsored terror.” 

'The turn of history lies in the fact that 
studeitts played a vital role in initiating the 
CR in China. And Mao had the courage to 
recognise the autonomy of the student 
movement: 

...the workers, peasants, and soldiers should 
not interfere with the students'great Cultural 
Revolution. Let the studenu go into the 
street What is wrong with Ibeh writing 
big-character posters or going into the 
street?” 
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THE CHASE MANHATTAN BANK 

INDIAN BRANCH 


BALANCE SHEET AS AT 31st MARCH, 1997 


31M March, 
1997 

(Kapcca fOO) 



CAPITAL AND UABELITIES 

Capital 

1 

Reserves and Surplus 

2 

Deposits 

3 

Borrowings 

Other Liabilities and 

4 

Provisions 

TOTAL 

ASSETS 

5 

Cash and Balances with 

Reserve Bank of India 

Balances with Banks and 

Money at Call and 

6 

Short Notice 

7 

Investments 

8 

Fixed Assets 

9 

Other Assets 

10 

TCT5kL 

Contingent LiabiTities 

11 

Notes to Accounts 

16 



5M341 


S.I41 

402,797 

17,948 

131,456 


566441 


28,666,100 


Schedules referred to heiein form an integral part of the 
Balance Sheet. 

This it the Balance Sheet referred to in our report of 
even dale. 

For SHARP & TANNAN 
Chaiteted Accountants 
By the hand of 
Sd/- 

Milind P. Phadke 
Partner 

Mumbai 

Dated; 26th June, 1997 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
FROM 15th JULY. 1996 TO 31st MARCH, 1997 


Period EiMed 
SCHEDULE 31at March, 
1997 

(Rnpcfls *900) 


25,753 

28,084 


1,794 

47,544 

1,788 


I. INCOME 

Interest Earned 12 

Other Income 13 

TOTAL 

II. EXPENDITURE 

Interest Expended 14 

Operating Expenses 15 

Provisions and Contingencies 

TOTAL 

HI. PROFIT/LOSS 

Net Profit/f-) Loss for the period 
Proril/(-) Loss brought forward 

TOTAL 

IV. APPROPRIATUmS 

Transfer to Statutory Reserve 
Balance carried over to 
Balance Sheet 

TOTAL 

Notes to Accoums 16 


Schedules referred to herein form an integral part of the 
Profit and Lou Accoum. 

This it the Profit and Lou Account tefened to it) our 
report of even date. 

For Th^Chase Manhattan Bank 

Sd/- 

Frans Koek 

Chief Executive Officer 
Sd/- 

Mahesh Aru 

Chief Administrative Officer 
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CHASE THE CHASE MANHATTAN BANK 


INDIAN BRANCH 


SCHEDULES FORMING PAKT OF THE BALANCE SHEET AS AT list MARCH. 1997 



31flt March, 
1937 

(Ropcca *••0) 


SCHEDULE 1 - CAPITAL 
Capital 

Start-up Capital at prescribed by 
Reserve Bank of India 

Additions during the period 

Of this, Rt 20,00,000 it dqwsited 
with the Reserve Bank of India 
under Section 1 l(2Xb) of the 
Banking Regulation Act, 1949 

TOTAL 


SCHEDULE 2 - RESERVES AND 
SURPLUS 

I. Statutory Reserves 
Opening Balance 
Additions during the year 

II. Balance in Profit and Loss Account 

TOTAL 


SCHEDULE 3 - DEPOSITS 

A. I Demand Depositt: 
From Others 

II. Term Deposits: 

From Others 

TOTAL 


mjOA 


3M49 




SCHEDULE 4 - BORROWINGS 

I. Borrowings in India 
Other Banks 

II. Borrowings outside India 

TOTAL 




31st March, 
1997 

(Rupees ’•09) 



SCHEDULE 5 - OTHER 
LUBIUmES AND 
PROVISIONS 

I. Bills Payable 

II. Inter-Office Adjustment (Net) 

III. Interest Accrued 

IV. Others (including Provisimis) 

TOTAL 


SCHEDULE 0 - CASH AND 
BALANCES WITH RESERVE 
BANK or INNA 

I. Cash in Hand (including foreign 
currency notes) 

U. Balances with Reserve Bank of India 
In Current Account 

TOTAL 



19*427 



nd PoUBcal Weekly July 19.1997 
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THE CHASE MANHATTAN BANK 

INDIAN BRANCH 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT SIsi MARCH, 1997 



31st March, 




1997 




(Rupees ’900) 



SCHEDULE 7 - BALANCES WITH 
BANKS AND MONEY AT CALL 


SCHEDULE 9 - FIXED ASSETS 


AND SHORT NOTICE 

I. In India 


Other Fixed Assets (incl. Furniture 
and Rxtures) 

At cost at the beginning of the 


i) Balances with Banks 


period 

24,043 



Additions during the period 

2.971 

In Cunent Account 

2,073 

0 

Deduction during the period 

In Deposit Account 

2,500 

Depreciation to date 

-9,066 

TOTAL 

4473 

TOTAL 

17449 

U. Outside India 

In Current Accounts 

568 

SCHEDULE 19 - OTHER ASSETS 


TOTAL 

5M 

I. Inter-office acytittment (net) 

26,730 



II. Interest Accrued 

12,558 

GRAND TOTAL 

5,141 

III. Tax paid in advancc/tax deducted 

9,442 

at source 



IV. Stationery and Stamps 

0 



V. Others 

82,726 



TOTAL 

131456 



SCHEDULE 11 - CONTINGENT 


Investinenu in India - Current 


LIABILITIES 


i) Government Securities 

396,057 

I. Liability on account of outstanding 


forward exchan^ contracu 

26410.413 

ii) Other Approved Securities 

Grott Total 

7,900 

403,957 

0. Guarantees given on behalf of 
constituents in India 

1494,883 



111 Aoacptances, Endonements 


Less: Frovistoo for depnciation 

(1.150) 

and Other Obligatioiu 

1360,804 


I 


TOTAL 

492,797 

TOTAL 


29466499 







PQUHqd Wflrfdbr My 19. 1997 





















THE CHASE MANHATTAN BANK 

INDIAN BRANCH 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
FROM 15th JULY, 1996 TO 31st MARCH. 1997 


SlftMarck, 

1997 

(■■rMf *•••) 
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CHASE THE CHASE MANHATTAN BANK 

INDIAN “bRANCH 


SCHEDULE 16 - NOTES Ff»MlNG PAKT OF THE ACCOUNTS FOR 
THE PERIOD ENDED 31tt MARCH, 1997 


1. Principal Accounting Policies 

(a) General 

Tbe accompanying financial statementt have been p rep are d on the historical cost basis and conform to the statutory provisions 
and practices prevailing in the country. 

(b) Transactions involving foreign exchange 

(i) Monetary MseU and liabilities in foreign currencies have been translated at the exchange rates prevailing at the close 
of the period. Non-monetary assets have been carried in the books at the contracted rates. 

(ii) Income and expenditure items have been translated at the exchange rates ruling on the date of the transaction. 

(iii) Outstanding forward foreign exchange contracts have been revalued at the exchange rates prevailing at the close 
of the period and the resultant proTit/loss is transferred to revenue in accordance with FEDAl guidelines. 

(c) Investments 

(i) All investments held by the bank are categorised as ‘Current Investments' and are valued as follows:- 
wbere quotations are available, at cost or market value, whichever is lower. 

where quotations are not available, on a yield to maturity basis as prescribed by the Reserve Bank of India. 

(d) Fixed Assets 

(i) Premises and other fixed assets have been accounted for at their historical cost. 

(ii) Depreciation has been provided on the straight line method over the useful life of the assets. In respect of additions 
during the period, depreciation is provided with effect from the month in which the addition is made. In respect 
of sate/disposals, no depreciation is provided in the calendar month in which the asset is disposed of. 

(e) Staff benefits. 

Contributions towards Provident Fund, Gratuity and Pension benefits are made on accrual basis. 

(0 Net Profit 

Tbe net profit disclosed in the Profit and Lost Account is after: 

(i) novisioiu for taxes on income and Wealth lax in accordance with statutory requirements. 

(ii) Provision for deprecijition in the value of investments. 

(iii) Other usual or necessary provisions. 

2. The Chase Manhattan Bank. N.A. has merged into Chemical Bank on 14th July, 1996 and tbe name of tbe bank has been changed 
to The Chase Manhattan Bank. The accounts have been prepared for the period from 15th July, 1996 to 31 st March, 1997 being 
the first account of tbe merged entity. 

3. This being tbe first year of operations after the merger, the accounts have been prepared for the period from 13th July, 1996 
to 31st March, 1997. Consequently, previous yeu figures have not been given. 

4. Tbeaddilionstothecapitalduringtheabovementionedperi<xlrepresenisbalanceofRs924,115ofChen>icalBankandRs 13,90,927 
due to The Chase Manhattan Bank, NA. u at 14th July, 19M. 

5. The expenses relating to the Mumbai branch, incurred by the Head Office and other Chase offices have not been charged to 
tbe n'ofit and Loss Account of the Mumbai branch. 

6. Other Expenditure, inter alia, includes travelling expenses. 

7. Percentage of net non performing assets to net advances is niL 


8. Provisions and C^iingencies include 



(a) Provision for depreciation in tbe value of investment 

Rs 

ll,6a250 

(b) Provision for income tax 

Rs 

336,000 

(c) Provision made towards Non Performing Assets 


Nil 

(d) Provision for othen 

Rs 

92,000 

9. Tbe capital adequacy ratio as at 31st March, 1997 is 18.27%. 



For SHARP A TANNAN 

> 

Ftir The Chase Manhattan Bank 

Cbanered. Accountants 



By the band of 


Sd/- 

Sdf- 


Rans Koek 

Milind P. Phadke 


Chief Executive Officer 

Partner 





Sd/- 

Mumbai 


Mahesh Aru 

Dated: 26th June, 1997 


Chief Administrative Officer 


RcoBomic god PoUtkil WaeUy My 19, 199* 










AUDITORS* REPORT ON THE INDIAN BRANCH OF 
THE CHASE MANHATTAN BANK 


We have audited the attached Balance Sheet of the Indian Branch of The Chase Manhattan Bank, as at 
31st March, 1997 and alto the annexed Profit and Loss Account of the Indian Branch of the Bank for the 
period from 15th July, 1996 to 31st March, 1997. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisiont 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, 
the Balance Sheet and the Profit and Loss Account, are not required to be and are not drawn up in accordance 
with Schedule VI to the Companies Act, 1956. The accounts are, therefore, drawn up to conformity with Forms 
‘A’ and 'B' of the Third Schedule to the Banking Regulation Act. 1949. 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulations Act, 1949 

(a) We have obtained all the information and explanations which to the best of our knowledge and belief 
were necessary for the purpose of our audit and have found them to be satisfactory. 

(b) The transactions which have come to our notice have been, in our opinion, within the powers of the 
Indian Branch of the Bank. 

(c) In our opinion, proper books of account as required by law have been kept by the Indian Branch so 
far as appears from our examination of those books. 

(d) The Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with by this 
report are in agreement with the books of account. 

(e) In our opinion and to the best of our information and according to the explanations given to us, the 
Balance Sheet and Profit and Loss Account, together with the notes thereon, give the informatiao reguind 
by the Companies Act, 1956, in the manner so required for the Banking Companies and give a true 
and fair view of the state of affairs of the Indian Branch of the Bank as at 31st March, 1997 and of 
its profit for the period ended on that date. 


SHARP * TANNAN 
Chattered Acconmaaa 
By the hand of 


Mumbai 

Dated: 26th June, 1997 


Sdf- 

MUND P. PHAI»B 


Bconoadc and PoUtkal Weekly July 19,1997 














CHO HUNG BANK 

(Incorporated in Korea with Limited Liability) 


BALANCE SHEET AS ON 31ST MARCH, 1997 


(Rupees) 


As on 
31-03-97 



PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED ON 31 ST MARCH. 1997 


(Rupees) 


As on 
31-03-97 



CAnrAL AND UABOLmES 
Capitil 

Reserves and Suiplus 

DeposiU 

Borrowings. 

Other Liabilities and 
Provisions 

TOTAL 


ASSETS 

Cash and Balances with 


345397426 

11.853,882 

216.650,626 

250.000,000 

21,127,404 


843.031,438 


, Reserve Bank of India 
Balances with Banks and 

6 

34,228,076 

Money at Call and 



Short Notice 

7 

7.922367 

falVdCACtrtS 

8 

283334.660 

Advances 

9 ■ 

397,964,761 

Hxed Assets 

10 

15326,183 

Other Asaett 

II 

106,154389 

TOTAL 


845.03 M38 

Contingent Liabilities 

Bills for CoHections 

12 

473,099,722 

Notes to Accounts 

17 



Notes and schedules to the accounu fonn an integral part of 
the Balance Sheet. 

1 

As per our lepott of even date attached 

For and oil behalf of 
KfOMil KUNVERJl * CO 
Chaitend Accoun t a n ts 
SiV- 

SUv|i K. ViluHBsey 
Hnuu 

Mumbai 

Dated: 28 April 1997 


L INCOME 

Interest earned 13 

Other income 14 

TOTAL 

0. EXPENMTURE 

Interest expended 15 

Operating expenses 16 

Provisions and contingencies 

TOTAL 

nOL PROFIT/LOSS 

Net Profilf(Loss) for the period 
Profit/Loss (-) brought forward 

TOTAL 

IV. APPRC»RUTIONS 

Transfer to statutory reserves 
Transfer to other reserves 
Transfer to Government/ 
Proposed dividend 
Balance carried over to 
balance sheet 

TOTAL 

Notes to Aocounu 17 


Notes and schedules to the accounts form 
the Profit and Loss Account. 


53,938,977 

8.933.793 


64,872,770 


2,859.385 

37,914313 

12,243,188 


53,016,888 


11,855,882 


11.855,882 


2375.000 

9.48a882 


11,855,882 


an integral part of 


For CHO HUNG BANK 
SiV- 

Kwang-Yup Chung 

Chief Executive Officer 
in Iwlia 






























Achohungbank imlSl 


(Incorporated in Korea with Limited Liability) 


SCHEDULES TO THE BALANCE SHEET 

(Rupeei) 

(Rupees) 


As on 
31-03-97 


As on 
31-03-97 

SCHEDULE i - CAPITAL 

i. Amount brought in by Bank by way 
of surt>up capital 

ii. Unremitt^ profit 

iii. Head Office Blocked Amount 

iv. Nominal Value of Secuiitiet 

V. Amount of deposit kept with RBI 

345.397,526 

SCHEDULE 5 - OTHER LIABILITIES 
AND PROVISIONS 

I. Bills payable 

II. Inter-office adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 

31349 

21,095355 

under Section 11(2) of the Banking 
Regulation Act. 1949 i.SOp.OOOf- 


TOTAL (1. II, III ft IV) 


TOTAL (i, ii, iii, iv ft v) 

345397,526 

SCHEDULE 6 - CASH AND 

BALANCES WITH RESERVE BANK 
OFINDM 

I. Cash in hand 

(including foreign curraicy notes) 

II. Balances with Reserve Bmk of India 

(i) In eminent Accounts 

(ii) In Other Accounts 


SCHEDULE 2 - RESERVES AND 
SURPLUS 

I. Statutory Reserves 

Opening BalaiKe 

Additions during the year 

Deductions during.the year 

II. Balance in Pront arid Loss Account 

2375.000 

9,480,882 

1365329 

32.662347 



TOTAL (I ft II) 

11,855,882 

TOTAL (II) 

32.662347 

SCHEDULE 3 - DEPOSITS 


TOTAL (1 ft U) 

34,228,076 

A. 1. Demand Deposits 

(i) From banks 

(ii) From others 

214,945.710 

SCHEDULE 7 - BALANCES WITH 
BANKS AND M(»iEY AT CALL AND 
SHORT NOTICE 


TOTAL (I) 

214.945.710 

I. In India 


II. Savings Bank Deposits 

III. Term DeposiU 

(i) From banks 

(ii) From others 

mmm 

(i) Balances with banks 

(a) In Currem Accounts 

(b) In other Deposit Accountt 

2343339 


TOTAL (i) 

2343339 

TOTAL (III) 

_43304 

(ii) Money at call and short notice 
(a) With banks 


TOTAL (1. II ft III) 


- 

SCHEDULE 4 - BORROWINGS 

I. Borrowings in India 

(p Reserve Bank of India 
(m Ocher banks 

(iii) Other institutions and agencies 


(b) With other institutions 

• 

100,000.000 

ISOjOOO.000 

TOTAL (n) 

TOTAL (i ft ii) 

n. Outside India 

2343339 

TOTAL (I) 

250,000.000 

0) In Current Accounts 

(ii) In other DeptMit Accountt 

OiOMoaqr at call and short notioe 

5379328 

n. Borrowinp outside India 

- 

- 

TOTAL a ft n) 

250,000.000 

TOTAL 0. ii ft iii) 

5379338 

Secwed bonowings included in 

1 ft n above - Rs. Nil 


ORAM) TOTAL (1 ft D) 

imm 


■rnanwlc Md tamed Waddy July 19.1997 
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CHO HUNG BANK 



(Incorporated in Korea with Limited Liability) 


SCHEDULES TO THE BAIANCE SHEET 



SCHEDULE 8 > INVESTMENTS 

I. Investmenif in India in: 

(i) Government Securities 

(ii) Other approved securities 

(iii) Shares 

(iv) Debentures and bonds 

(v) Subsidiaries and/or joint ventures 
(vt) Certiricate of Deposits 

TOTAL (i, ii. iii, iv, v & vi) 

II. Investments outside India 

(i) Governmertt Securities 
(including local authorities) 

(ii) Subsidiaries and/or joint ventures 
abroad 

(iii) Other investments (to be specified) 

TOTAL (ID 

GRAND TOTAL (I A D) 
SCHEDULE 9 - ADVANCES 

A. (i) Bills purchased and discounted 

(ii) Cash credits, overdraits and loans 
repayable on demand 

(iii) Term loans 

TOTAL 

B. (i) Secured tangible assets 

(ii) Covered ^ Bank/Government 
Guarantees 

(iii) Unsecured 

TOTAL 

C. I. Advances in India 

(i) Priority Seaors 

(ii) Public Sector 

(iii) Banks 

(iv) Others 

TOTAL 

Cn. Advanoes ouuide India 

(i) Due fiom banks 

(ii) Due (iroffl others 

(a) Bills purchased and discounled 

(b) Syndicated loans 

(c) Okbers 

TOTAL 

TOrr^ 

GRAND TOTAL (C I A C B) 


(Rupees) 


As on 
31-03-97 


89,646,300 


193,788,160 


283^434,660 


283.434.660 


24,410.603 

293434,137 

80,000,000 


397,964,762 


397.964.762 


397.964.761 


397.964.761 



(Rupees) 


As on 
31-03-97 





397464,761 


397,964,761 


SCHEDULE 10 - FIXED ASSETS 

I. Premises 

At cost as on 31 March of the 
preceding year 
Additioiu during the year 
Deductions during the year 
Depredation to diue 

TOTAL 

II. Other Fixed Assets 
(including furniture and fixtures) 

At cost as at 31 March of the 
preceding year 

Additions during the year 
Deductions during the year 
Depredation to tike 

TOTAL 

GRAND TOTAL (1 ft II) 

SCHEDULE 11 - OTHER ASSETS 

I. Inter-office adjustments (net) 

II. Interest accrukl 

UI. Tax paid in advance/tax deducted 
at source 

IV. Stationery and stamps 

V. Non-banking assets acquired in 
sadsCndon of cWim 

VL Others 

TOTAL 

SCHEDULE 12 - CONTINGENT 
UABUnES 

I. Gahns the bank 

not acknowledged as debts 

II. Liability for pertly paid investments 

III. Liability on account of outstandihg 
forward exchange contracts 

IV. Guarantees given on behalf of 
nonstituents: 

(a) In India 

(b) Outside India 

TOTAL aV) 

V. Acceptances, endorsements and 
other obligatitms 

VL Other items for which the bank is 
condniently liable 

TOTAL 



24,273,021 

8,948436 


13,326,183 


15,326,183 


22420472 

12.664,433 


71,069464 


106.154489 



237.668492 


235431.130 


473499,722 



























A CHO HUNG BANK tiff 

(Incorporated in Korea with Limited Liability) 


SCHEDULES TO PROFIT AND LOSS ACCOUNT 


(Rupees) 

(Rupees) 


As on 


As on 


31-03-97 


31-03-97 

SCHEDULE 13 - INTEREST EARNED 


SCHEDULE 16 - OPERATING 

EXPENSES 


1. Interesl/discount on advmnces/bills 

23,914,882 



II. Income on investments 

III. Interest on balances with Reserve 

22,940,182 

I. Payment to and provisions 

9,832,228 

Bank of India and other inter-bank 
funds 

9,041,017 

for employees 


rv. Others 

42,896 

II. Rent, taxes and lighting 

12,265,910 

TOTAL 

55,938,977 

III. Printing and stationery 

1,142,706 

SCHEDULE 14 - OTHER INCOME 


IV. Advertisement and 


I. Commission, exchange and brokerage 

2,644.123 

publicity 

225,840 

II. Profit on sale of investitwnts 

- 



Less: Lots on sale of investments 


V. Depreciation on bank's property 


Ill. Profit on revaluation of investments 


8,948,836 

Less; Lots on revaluation of 


for the period 

investments 




IV. Profit on sale of land. 


VI. Director’s fees, allowances and 


buildings and other assets 

Less; Loss on sale of land, buildings 


expenses 

- 

and other assets 




V. Profit on exchange transactions 

3,555,110 

VII. Auditor's fees and expenses 

150,000 

Less: Loss on exchange transactions 

VI. Income earned by way of dividends 


VIII. Law charges 

285.800 

etc. from subsidiaries/companies and/or 
joim ventures abtoad/in India 


IX. Postage, Telegrams, 


VII. Miscellaneous Income 

2,734,560 

1,212.050 

Telephones etc. 

TOTAL 

8,933.793 




X. Repair and Maintenance 

37,094 

SCHEDULE 15 - INTEREST EXPENDED 


X). Insurance 

239.886 

1. Interest on deposits 

489,062 


II. Interest on Reserve Bank of India/ 




inter-bank borrowings 

1,325,307 

XII. Other expenditure 

3,573.965 

III. Others 

1,045,016 



TOTAL 

2,859.385 

TOTAL 





BSHi 



\ 
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A CHO HUNG BANK n# 

(Incorporated in Korea with Limited Liability) 


Schedule 17 > Notci to Accouato for the Period Ended 31at March, 1997 

1. PrinciptI Accounting Policies: 

1. Gcaeral 

The accompanying statements have been prepared on historical cost basis and in accordance with the generally accepted 
accounting principles and practices prevailing in the country. 

2. Rcveaoe KecogaitioB 

(a) Income and Expemfiture are accounted for on accrual basis. 

(b) Income on Zero coupon Bond is recognised on a time proportion basis, being the difference between the cost and 
the face value. 

(c) Head Office Administrative Expenses 

Head Office Expenditure including pre-operative expenditure is claimed for tax purposes but not debited to Profit' 
and Loss Account. 

3. Transactions Involving Foreign Exchange 

(i) Ttsuactions during the year in currencies other than Indian Rupees are recorded at the exchange rates prevailing on the 
date of the transactions. 

(ii) As of the Balance Sheet date. Monetary assets and liabilities are translated at exchai^ tales notified by Foreign E xc ha ng e 
Oeaiets Association of India (FEDAl) and Ptofits or Losses arisiiig fium such transactions are inducM in the Plofii and 
Loss Accovot 

(Hi) Contingmi Liabilities in currencies other than Indian Rupees are disclosed at under 

a) Bill for CoUectioa are held by bank on behalf of customer at ooniracied rate. 

b) Guarantees are stated at conuacied rates. 

4. Investarents 

investment in approved securities arc classified into “PCrmaneot” and ‘Yi^unrent’* categories as per_ Reserve Bank of 
India guidelines. Permanent Investmem includes those investments which are intended to be held by the bank till maturity 
or on long term basis. 

iMtetinf are valued as per guidelines laid down by Reserve Bank of India as under 
0 Perm an e n t inve st ment are valued at coat. 

H) Cumnt inveftmema have been valued at lower of cost or msrfcet value. For the purpose of consideriiig the market 
value. Slock Exchange q u otatio ns wherever available have been taken and where the investments ire not quoted 
on the Stock the tame have been valued as per the norms laid down by Reserve Bank of India as 

under 

• Tbeasury Bills and Ceirtificaie of Dq|x>sits are valued at canying cost 

5. Filed Asaeti ft De piad at lan 

i) Fixed Assets are stated ac Uatotical cost 

H) Fixed assets ire deprecialed on the Reducing Balance Method at tales which are higher than those prescribed in 
Schedole XIV of the Companies Act, I9S6. The prindpsl rates of depreciation used by the bonk are as under 
Electroaic Data Processing B qn ipincnts . 

Movable Riiniture ft Fixtures and Other Equipments • 45.10% 

Other Rimiture A Futures • 20.00% 

HO Dqxeciation on assets acquifed during the period is providethon pro-rata basis from month of addition, 
iv) The expenditure incumd for addition/modification'to icased/tenanted premiies cipitaliied and the depreciation, on 
the same, is provided is mention^ in (ii) above. In year of expiry of the leasotonancy the written ^own value 
of the assets will be fiilly depteciatcdfwritieo off. 

6 . Kctfimnest ft Other Staff Bcnellta 

i) Gtatuity and Superanmuttion Benefiu: 

Otaluiqr is Provided on actual basis. 

H) The amount of bonus payable to Hs enqilpyees u per Paymem of Bonus Act, 1965 is fully provided 'for and i 
charged to tite Profit ft Loss Accoum. 


ai.etglf*' •' I I ^ 







CHO HUNG BANK 


(Incorporated in Korea with Limited Liability) 



II. NOTES PORMINO PART OF THE ACCOUNTS 

1. The Cipiial to Ruk Auet Ratio of the Bank as on 31/3/97 u compui^ under Reicm Bank of India guidelines is 61%. 

2. As required by the Accounting Sundard - 6 on Depreciation Accounting and Accounting Standard - 10 on Accounting of 
Fixed Assets, iuued by the Institute of the Chaneied Accountants of India, the details are disclosed as under; 

(In Rupees) 


Particulars 


Other Equipments 
Furniture & Fixtures 
Total 


As At 
31/03/96 


tfVSS PWCK tAI Vt 
Additions during 
the year 


18.302.229 

5.972.792 

24.275.021 


As At 
31/03/97 


18.302.229 

5.972.792 

24.275.021 


Up to 
31/03/96 


For the 
Year 


Total upto 
31/03/97 


As at 

31/03/97 


7.458.425 7,458.425 10.843.804 

1.490.411 1,490.411 4.482.381 

8,948,836 8,948.836 15.326.185 


3. This being the first year of Operation of the Mumbai Branch, previous year figures have not been given 
As per our Report of Even Dale Attached 

For and on behalf of For Cho Hung Bank 

KHIMJI KUNVERJI & CO 
Chartered Accountants 

StV- Sd<- 

SHIVJl K. VIKAMSEY Kwang-Yup Chong 

Partner General Manager St Chief Executive Officer in India 


Mumbai. 

Doted: 28 April 1997 


Auditors’ Report On The Mumbai Branch Of Cho Hunt Bank, Situated At Mumbai 
Under Section 30 Of The Banking Regulation Act 1949 

We have audited the attached Balance Sheet of the Mumbai Branch of CHO HUNG BANK at at 31st March. 1997 and alto 
annexed Profit and Loss Account for the period ended on that date 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. read with the provisions of sub-sectioat 
(I), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Colonies Act, 1956, the Balance Sheet aad the 
Profit and Lots Account, together with the notes attached thereto are not required to be and are not drawn up in accordance 
with Schedule VI of the Companies Act, 1956. The accounts are. therefore, drawn up in conformity with Forms ‘A' aad 'B* 
of the Third Schedule to the Banking Regulation Act, 1949. 

We report that; 

1. We have obtained all information and explanations which to the best of our knowledge and belief were necessary for the 
purpose of our audit and found them to be satisfactory. 

2. The transactions which have come to our notice have been, in our opinion, generally within the powers of the Mumbai 
Branch. 

3. In our opinion, proper books of accounts as required by law have been kept by the Mumbai Branch, so far as it appears 
from our examination of those books. 

4. The above mentioned Balance Sheet and Profit and Loss Account of Mumbai Branch, dealt with by this report are in 
agreemem with the books of account 

5. In our opinion, and to the best of our information and according to the explanations given to ds. subject to: 

The Accounting of foreign currency transactioas referred to in Principal Accounting Policy 3 not confirming to the 
Accounting Standard - 11 “Accounting for the Effects of Changes in Foreign Exchange Rate" issues by tbe Instiinie 
of Chartered Accountants of India and the disclosures required under the uk) standard not being given: 
the Balance Sheet and Profit and Lou Account, together with the notes thereon, give tbe infotmatioa required by the 
Conopanies Act, 1956, in the manner so required for Banking Companies aad on such basis the said Balance Sheet gives a 
true and fair view of the state of affairs of the Indian Branch of the Bank m at 31st March, 1997 and in case of Pn^ aad 
Loss Account giveg a true and fair view of the profit of tbe Mumbai Branch of the Bank for the period ended on that date. 

For and on behalf of 
KHIMJI KUNVERJI A CO. 

Chartered /^couMaMS 

Munfboi. SHIVJl K. VlKAklSBV 


Dmed: 28 April 1997 
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INDIAN BRANCHES 


BALANCE SHEET AS AT 31ST MARCH. 1997 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 

_ 





\ ENDED 3 isr MARCH. 1997 


(Ri. in thoauads) 


(Rt. in thousand] 



As on 

As on 



Year Ended 

YearBndi 



March 31, 

M«ch31, 



hlarch31. 

March3 

1 SCHEDULE 

1997 

1996 


SCHEDULE 

1997 

1996 

CAnTAL AND LIABILITIES 





L INCOME 








Interest eanied 13 

403432 

379.811 

Ca|)iul 

1 

2jm 

2.000 


Other income 14 

38403 

79.103 

Reterves and nrphu 

2 

M7425 

192,808 









Depoiiu 

3 

SMJM9 

2,519.207 


TOTAL 

521435 

4S8.92( 

BonowniRS 

4 

usam 

60,000 





Olfaer Uabililies and provisions 

5 

3NAS2 

220,417 


n. EXPENDITURE 










TOTAL 


4.708,99* 

2.994,432 


Inteiesi expended 15 

Openling expenses 16 

431483 

57487 

302,935 

35441 











Provisioos and contingencies 

17488 

89,30S 






TOTAL 

508418 

427.49j 

ASSETS 

Cash and balances wiOi 





m. PBOFrr/(Loss) 



Reserve Bank of India 

6 

193,9M 

159,687 


Net profit for the year 

14417 

31,423 

Balances with Banks and nio>>ey 





Profit brought forward 

35,121 

99.441 

ai call and sboit notice 
Investments 

7 

84MS1 

1,140A93 

112,453 

1,196,930 




8 


TOTAL 

49438 

130.87: 

Advances 

9 

2453,788 

1,349,906 



--- 


Fixed Assets 

10 

38A92 

19,123 





Other Assea 

11 

243A29 

156,333 


IV. APPROPRUTIONS 



TOTAL 


4,708498 

2,994,432 


Transfer to statutory 
reserves 

2,950 

6.28< 






AmouiM remitted to 








Head Office 

NIL 

ll.9|r 

Contittgent Liabilities 

12 

840*488 

4.096.221 


Transfer to Other reserves 

Balance carried over to 

NIL 

7745) 

Bills for cidlection 


8*483 

57,851 


Balance Sheet 

4*40* 

35,121 

Notes on Accounts 

17 




TOTAL 

49438 

130,87: 

The Schedules teferied to above form an integtal pan of the 


The Schedules referred to above form an integnl pan of the 

Balance Sheet. 





Profit and Loss Account. 





Per ow lepMt of even dMe 
r«r TOUCHE toss * CO. 
Chnrtcied Accemlnnle 

Sd/- 

R.SAUVATI 

PtttBtt 


AMV DHABI COMMERCIAL BANK LIMIT 

lad 

Si 

IBRAHIM ABDUL WAHIO A. MOHAMI 
CWerBswatlve-lad 


Mmnbei: Jane 30,19 
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INDIAN BRANCHES 


NOTES AND SCHEDULES TO THE FINANCIAL STATOtENTS AS AT 3ISTMARCH. 1997 


(Rt. in thooMiidi) 

(Ra. in thnuiandi) 


Aaon 

March 31, 
1997 

Aeon 
March 31, 
1996 


Aaon 

March 31, 
1997 

Aaon 
March 31, 
1996 

SCHEDULE 1 - CAPITAL 
(A) Ofiital 

Aiaoaal broagbt into India 
by way of (tait-ap Capital 

2AM 

2.000 

SCHEDULE 4 - BORROWINGS 

I. Borrowinga in India 

i) Reaerve Bank of India 

ii) Other banka on call 

iii) Other inatitutioni and agenciet 

II. Borrowinga from ouUide India 

NIL 

9434M 

NIL 

NIL 

NIL 

60400 

NIL 

NIL 

TOTAL 

2AM 

2.000 

(B) Amonni of Dqioait kept with 



TOTAL 

9434M 

60.000 

the Reaerve Bank of India 
a/i 11 (2) of the Banking 
Regulation Act. 1949. 

M,1M 

■ 

ID. Secured borrowinga included in 

1 and II above 

NIL 

NIL 

SCHEDULE 2 - RESERVES AND 
SURPLUS 

I. Statutoiy Reaervet 

(Reaene under Sec. 1 UZXbXh) 
ofBariai^RrgnlalinnAct. 1949) 

i) Opening Balance 

ii) Addidont during the year 

3S,173 

2.9M 

31.887 

6A86 

SCHEDULE 9 - OTHER UABIUTIES 
ANDPROVKimtS . 

I. BilU payable 

II. Inter-office adjutimeou (net) 
in. Interett accrned 

IV. Othera (indndiag proviaioM) 

47481 

13435 

169r449 

7S421 

19.761 

NIL 

I04.9IS 

95,741 

(1. Capital Reaetves 

i) Opening Balance 

ii) A^bona during the year 

41423 

38.173 

TOTAL 

3M,4S2 

220,417 

1AM 

NIL 

1.200 

NIL 

SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 



in. Revenue and Other Reaervet 
(See note IB] 

i) Opening Balance 

ii) A^liona during the year 

iii) Deletiona daring the year 

1AM 

IIBAU 

NIL 

1.200 

40,763 

77.551 

NIL 

BANK or INDIA 

1. Cadi in hand 

(includiag foreign currency notea) 
n. Bahuiortadth Reaerve Bank of hafa 
i) In Current Account 

2416 

19L434 

2,099 

157498 

NIL 

TOTAL 


159487 

IV. Balance in Profit and Lota 
Account 

llSp3l4 

118.314 

35,121 

SCHEDULE 7 . BALANCES WITH 
BANKS AIM MONEY AT CALL 

AND SMHtT NOTICE 

1. In India 

i) Balancer with banka 

a) In Current Accotmu 

b) In Depoait Acconau 

ii) Money at caU and aboft notice 

a) WithbaMu 

b) With other inatitHlionc 



TOTAL 

297 A25 

192.808 



SCHEDULE 3 - DEPOSITS 

A) I. Demand Depoaiu 

i) Ftoin banka 

ii) Ftomotbcra 

9A74 

M7A19 

I7A46 

391.977 

34416 

293499 

NIL 

NOL 

8496 

92.899 

ML 

NO. 


S7AA93 

231AS7 

409.523 

223.171 

n. Savinga Bank Depoaiu 

TOTAL 

337466 

101,495 

in. Term Depoaiu 

i) Ftorn banka 

ii) Phimoliiert 

NIL 

2A3*,TM 

NIL 

I.886A13 

II. Outtide India 

i) la Caneat Acconau 

ii) In other Depoail Acconau 

iii) Money at caU aad ahoat notice 

S3499 

46S,7M 

ML 

I0:958 

ML 

ML 


2A39.739 

l,886AI3 

TOTAL 

3A<7AM 

2419,207 

TOTAL 

9194SS 

■a 

B) I. Depoaiu of btanchea in India 

iMfjm 

2419,207 

GRAND TOTAL (l-tB) 

•44491 

IILASS 



nd FoiMal WaeUy Jidy 19.1997 
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INDIAN BRANCHES 

NOTES AND SCHEDULES TO THE FINANCIAL STATEMENTS AS AT 31STMARCH, 1997 


(Ri. in dKMiMiidt) 


(Rt. in diontuidt) 


SchnMc • - bTMdiicaii 

L Investments in indin (Book Value) 
Len: Piovisioo for Depieciaiion 

Net Investments in India 
Bicak-^p:- 

i) Oov em me at securities 

ii) Other ap proved securities 
ili) Shares 

iv) Dehentuies and Bonds 
V) Other Investments 

TOTAL 

Sebednle 9 - Advasmea 

A) i) Bills purchased and 

discounted 

ii) Cash ciudilt, overdrafts and 
loans repayable on demand 

iii) Term low 

TOTAL 

B) i) Secured by tangible assets 

ii) Covered 1^ Btmk^venunent 
Ou a t un tee i 

iii) U nsecure d 

TOTAL 

O I- Advances in India 

i) Priority Sectors 

ii) Public Sector 

iii) Banks 

iv) Others 

TOTAL 

n. Advances outside India 


TOTAL 

SdMdale W-Ifand Aaaau 


!• I WBPB 

i) AtcostasonSIstMatch 

ii) Additions during the year 

iii) Deductions during the year 

iv) D ep trc i arto wiodaie 


As on 
M«ch31. 
1997 


1,149.739 

9439 


1449,492 

949493 

99443 

3419 

1994S1 

23412 


1449492 


1499,797 

14U431 

1324SS 


2433,799 


1,149479 

922417 

494491 


2433,799 


317499 

449499 

932417 


24^3,799 


NIL 

NIL 


2433,799 


12499 

112 

ML 

(3474) 


9429 


As on 
March 31 
1996 


II. 


1.214.402 

17.472 


1.196.930 


Other Hxed Assets (including 
PbrnituR and Hstares) 

i) At coat as on 31 St March 

ii) Additioai during the year 

iii) Deductions duri^ the year 

iv) Depreciation to dale 


579.695 

65.945 

3,833 

324.327 

223.130 


TOTAL 

GRAND TOTAL (14 II) 
Sebednk 11 - Other Assets 


1,196.930 


I. Inter-office adiuvtments (net) 


II. Interest accrued 


468.233 

782.832 

98.841 


ID. Tas paid in advanceftas 
deducted at source 

rV. StatkHiery and stamps 


1.349.906 


V. Others 


843.014 


TOTAL 


199.357 

307435 


Schedule 12 - rnuHngmt 
UuMlMcs 


1.349.906 


189.034 

NIL 

217,174 

943.698 


1449,906 


I. 'Liability on account of 
outstanding forward exchange 
contracts 

II. Ouarantees given on behalf 
of constiiueiMs: 

a) In India 

b) Outside India 


NIL 

NIL 


III. Acerpta n res. endorsem e ras 
and other obligations 


i.349.906 


1L890 

NIL 

NIL 

( 2428 ) 


IV. Other itetna for which the bank 
is contingently linble: 

a) Bills of bchange 
Redisconaied 

b) Income tax disputed and 
in ^peal not provided 
(includiag the effect on 

pending aaaessments) it 
estimaiedat: 


As on 
M«ch3l. 
1997 

As on 
MKch3l. 
1996 

24431 

16474 

(S27) 

(19414) 

23455 

1.132 

(256) 

(15470) 


9.061 

39492 

19,123 

NIL 

2,286 

77403 

58.249 

132,130 

83.759 

4 

8 

33488 

12.031 

24342S 

156.333 

5469,187 

3,216,148 

271,779 

513493 

207.393 

340,208 

751,976 

308.939 

250.000 

NIL 

23433 

23433 


TOTAL 


10462 


TOTAL 


4,096421 























































IncoiparMcd In Mw (MMd ArA (mkMct ««Mi UmM IMMMy 

INDIAN BRANCHES 



NOTES AND SCHEDULES TO WE FINANCIAL STATEMENTS AS AT 3JST MARCH. 1997 


(Ktaaman expretted in Imfina ra|>eM) 


(Anonm expRHed in indun 


Year 

ManhSI, 

1997 

Year 

Ended 

MwchSI, 

1996 


Yen 
Ended 
March 31. 
1997 

Ycm 

Ended 

Manhll, 

1996 



Sehadnleld-OpetUhig 





1. Paymena to and piovisiotts 



311474 

210,231 

foremployeu 

2M33 

11,843 

114435 

150,983 




1 


II. Rent, taxes and lighting 

9445 

4442 

41414 

7,880 j 




4457 

10,724 




412431 

379,818 

in. Printing and stationefy 

2447 

1422 

1 

1 


IV. Advertisement and pnblicity 

2J3I 

788 



V. Depreciation on Nmk’s 



27443 

18,092 

property 

5417 

3494 

MW 

27481 





(4403) 

VI. Directon' feet, allowancet and 







72 

74 

2 




NIL 

(33) 

Vn. Aaditors' feu and expentu 


130 

3433 

38,163 




! 


vni. Lawcbai(H 

93 

309 


NIL 

K. Postages, Tdegramt. 




NIL 

Tefepbonet, etc 

4445 

2,931 

34443 

79,102 


1 

1 




X. Repain and maintenance 

3412 

1,870 



XI. httaranoe 

U74 

Ij623 


276,776 






Xn. Othu expendinre 

7444 

3431 

37414 

20448 




19434 

S415 




431443 

302,939 

TOTAL 

S74C7 








13- 


Inleiett/difcotint on 
advwcct/bilb 


I. 

II. 

in. Inieieit on bnlnncet with 
Renetve Bank of India and 
other imeHiaiik finds 

IV. Others 

TOTAL 


SdMhde 14 - Other tocaaM 

I. Conmisaion. exchange 
aodbrakeiage 

n. Pnrfh on sale of investments 
Leu; Lou on sale of 
investments 

in. Profit on sale of land, bnilding* 


Leu: Lou on sale of land, 
boildinf and other assets 
IV. Net profit on exchange 


V. Income earned by way of 
dividends etc. from stdtsidisries/ 
company and joint ventmes 
abrondMtt India 

VI. MiaceOaneow Income 

TOTAL 


IS- 


I. latcnst on depoaita 
n. faHefeatonReaerveBankof 
ladia/Iaier-baiik bonoiviiip 
IB. Others 

TOTAL 


aodNMciiWoekty July 19.1997 




























SCHEDULE 17 - ACCOUNTING PCMLIdES AND NOTES FCHIMING PART OF THE ACCOUNT 
FOR THE YEAR ENDED 31ST MARCH, 1997. 

L PKINCIPAL ACCOUNTING POUOBS 

1. GENBBAL 

The accompenying fituncUl tiateniems have been ptepeied on the hittorical cost basis and confoim to the statntory provision and 
ptacdcea prevailing in the conntiy. 

2. TKANSACnONS INVOLVING FOREIGN EXCHANGE 

i. Moneiaty assets and liabilities have been translated at the eschange me prevailing at the close of the year eacept foreign cuirency 
deposits nnder cettain schemes. Non monetaiy assets have been carried in the books at the contracted rates. 

Foreign cnncncy deposits received under ceibrin schemes are translated as nitder: 

(a) For deposits eligible for conversion with the Reserve Bank of India (RBI) at RBI’s notified rate. 

(b) For deposits which have been swapped, the swap cost is treated as interest (period) cost as per FEDAI circular. 

(c) For other deposits under these schemes and inves t me n ts/deposits there against are stated at notional rates. 

ii. Income and Expe^ture items have been translated at the exclude rates ruling on the date of the transactions. _ 

iii. Ortstanthog forward contracts have been revalued at the forward exchange rates prevailing at the close of the year as per FEDAI 
guidelines. However, the contingent liability in respect of outstanding foreign exchange contracts it included at the contract rates. 

3. INVESTMENTS 

i. The investments in approved aecurities are clauified into “Fernianenr and ‘TTurrent’' investments in terms of guidelines of 
Reserve Bank of India. 

ii. PERMANENT INVESTMENTS we valued as under'. 

- If the cost of acquisition is less than face value - at cost. 

- If the cost of acquisition it higher than face value - the caiiying cost is arrived at by amortizing the premium over the period 
of maturity. 

iii. CXIRRENT INVESTMENTS have been valued at losver of cost or market value. For the purpose of valuation. Reserve Bank 
of India/Stock Exchange quotations, where available, have been taken u market rates and where the rates are not available the 
sariK have been valued as per norm laid down by Reserve Bank of India as under; 

a. Government Securities and PSD Bonds Valued on yield to maturity (YTM) basis 

b. Tieaituy Bills and iovesmienu under ready fbrwaid uansactions Valued at carrying cost 

iv. The broken period interest on purchase/tale of securities is treated at capital outlay/receipt. 

4. ADVANCES 

i. Provision for ‘Non P er for mi ng Assets’ is made on the basts of the asset classification and provisioning requirement thereof, 
under the prudential norms 1^ down by the Reserve Bank of India including dtose with outstaitding balanoe of less than 
Rt. 25,000/- per borrower. Advances aecured by Financial Guarantees of public sector banks are not consideted ‘Non Perfor mi ng 
Assets’. 

ii. Fhrther provision is made for doubtful advances based on Management’s estimate of potential exposure. 

iii. Provisioas in respect of doubtful advances have been dedu ct ed from advances to the extent necessary. 

iv. Consortium advances are classified as per the decitioo of the indlviduid consortium members. 

V. Arivaiioet are shown net of bills disconnied with the fiiuncial institutions. 

3. REVENUE RECOGNITION 

Income/Expenditnre are generally accounted on accrual basis except in case of non-performing advances, where income is recognised 
on realisatian, in term of guidelinet of Central Banking Authority. 

6. FUCEDASSETS 

i. Fixed assets are stated at historical cost. 

ii. Depreciation is provided on the written down value method, at the rales prescribed in Schedule XIV of the Companies Act 1936. 

7. RETIREMENT BENEFITS 

The liability for Gratuity to staff has been computed and provided on actuarial basis. 

8. NETPROFIT 

The net profit diaclosed in the Profit and Loss Account it after: 

i. Provitiao for taxes on income, wealth and interest tax in accordance with statutory requireinents. 

ii. Proviston on advances. 

iii. Provisioo for Head Office administration expenses. 

iv. Other usual and necessary provisions. 

a NOTES ON ACCOUNTS * 

I. The ITOAIguideliiies on conversion of foreign cunency b ala n ces, foreign exchange contiacta etc, which have been a pproved by Reserve 
Bank of India we mandatory and hence these have been followed in p r a t ei e n c e to the Accounting standard II on the tuli)ect Issued by 
foe hatiinto of Chartered A cc ou nwnis of India. 

Z In wrm of g u id tl i n e s issued by Reserve Bank of India, the following a ddition al tisdoauiea are made: 


F er e en tag e of net Non Fetfom nn g Anew to Net Advances (mduding staff advances) 
fVta i l s of proviaiona and oontingfgg)as debiled to the Profit Mid Less Account for the yew 


Frovkion for Non Fwfonglag Aaaeta 
Provision for Deprecipiinnawlnveatinaats 
ftovisioo towards lacame Tax 

Excess Provisfoo towards bwanw Tax for earlier years wriOen back. 
Odwrs 


l.7l« 

(Rs. in mio) 
20.533 
9.238 
4.000 

27.000 cretit 
10.493 
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INDIAN BRANCHES 


in. RBVBNUE AND OTHER RESERVES 

Reveaue ud other reiervet ioctude Head Office Reserves amoonting to Rs. 33,255,636/- which represent funds remitted by Head 
Office/retained from repatriable profiti to meet |he cost of acquisition of residential piemiset, deposit/advance licence fee of Baidc 
premises at Bombay, other pRlimitiary expenses, etc, as per the guidelines of Reserve Bank of India. 

IV. Capita] to Risk Asset Ratio as at 31st March, 1997 has bMa assessed by the Bank at 9.63% on the basis of the attached financial 
statements and guidelines issued by the Reserve Bank of India in tbit behalf. 

If. Previous year’s figures have been legrouped/teanranged wherever necessary. 

Sd/- 

DRAHIM ABDUL WAHID A. MCHIAMRD 
Chief Esccnthre - IndU 

dumbai: June 30,1997 


AUDITORS’ REPORT ON THE ACCOUNTS OF THE INDIAN BRANCHES OF 
ABU DHABI COMMERCUL BANK LIMITED 

Ve have audited the attached Balance Sheet of the Indian Branches of Abu Dhabi Commercial Bank Limited (incotporated 

n the United Arab Emirates with Limited Liability) as on 31st March 1997 and the Profit and Loss Account of the Indian 

Iranches of the Bank for the year ended 31st March 1997 annexed thereto. 

rhe Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 of the 

lanking Regulation Act, 1949 read with the provisions of Section 211 and Sub-Section (5) of Section 227 of the Companies 

Vet. 19S6. 

iVe report that: 

1) We have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary 
for the purpose of our audit and have found them to be satisfactory; 

2) The transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branches 
of the Bank; 

3) In our opinion, proper books of accounts as required by law have been kept by the Indian Branches of the Bank so far 
as appears from our examination of those books; 

4) The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of accoum: 

5) Attention is invited to Notes On Accounts - Note No. 1 in Schedule 17 regarding conversion of foreign curresicy 
balances, etc.; 

6) Subject to the foregoing, in our opinion, and to the best of our information and according to the explanations givcsi 
to us, the Balance Sheet and Profit and Loss Account, read with other notes thereon, give the infbnnation requited by 
the Companies Act, 19S6, in the manner so required, for Banking Companies and give a true and fair view of the state 
of the affairs of the Indian Branches of the Bank as at 31st March 1997 and its profit for the year ended on that date. 

For TOUCHE ROSS A CO. 

Chattered Accountants 
Sdf- 

R. SAUVATI 

Mumbai: June 30,1997 FUmt 
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ABN AMRO Bank NV. 


-- -- 

BALANCE SHEET AS ON 31ST MARCH 1997 



As on 

As on 

Schedule 

31.03.1997 

31.03.1996 


No. 

Ri. in OOO’s 

Rs. in OOO's 

CAFTTAL AND 

uabiuties 




Captal 

1 

150.000 

150.000 

Reserves and Surplus 

2 

1.591,510 

1,080,399 

Deposits 

3 

11,205.775 

5,815,361 

Borrowings 

Other Liabilities and 

4 

4.679,186 

7,739.786 

Provisions 

5 

1.051,610 

2,374,300 

TOTAL 


18,678,081 

17,159,846 

ASSETS 




Cash and Balances with the 



Reserve Bank of India 
Balances with Banks and 

6 

1,223,408 

1.480,193 

Money at Call and 

Short Notice 

7 

1,156,684 

2,529,313 

In vestments 

8 

3,454.392 

2.607,324 

Advances 

9 

11,499.901 

9,397.089 

Fixed Assets 

10 

389,063 

305,360 

Other Assets 

11 

954,633 

840,567 

TOTAL 


18,678,081 

17,159,846 

Contingent Liabilities 

12 

108,069,191 

116,643,424 

Bills for Collection 


20,033,049 

5,422,884 

Notes to Accounts 

17 




Per our report of even date attached 

For and on behalf«of 
KaljraaiwaDa ft Miatiy 
Chartered Aocountantt 


PltOFlT AND LOSS ACCOUNT FOR THE YEAR ENDED 
3IST MARCH 1997 



1 INCOME 

Imerett earned 13 

Other income 14 

TOTAL 

n EXPENDITURE 

Interest expended IS 

Operating expenses 16 

Provisions and 
contingencies 

TOTAL 

m PROFIT 

Net profit for the year 
Profit brought forward 
from last year 

TOTAL 

IV APPROPRUTIONS 

Transfer to Statutory Reserves 
Transfer to Property 
Investment Reserve 
Transfer to Capital Reserve 
Transfer to Office 
Balance carried forward 
to Balance Sheet 

TOTAL 

Notes to Accounts 17 


Year Ended 
31.03.1997 
Rs. in OOO’s 

Year Ended 
31.03.1996 
Rs. in OOO's 

2.063443 

628,090 

1,629,706 

498,789 

2,691,433 

2,128,495 



1,245,894 

602,471 

1,231,400 

330,206 

455468 

322442 

2,303.633 

1.883.848 

387,800 

244,647 

704,901 

509,184 

1,092,701 

753,831 

77460 

48.930 

25,007 

- 

990,134 

704,901 

1,092,701 

753,831 



S<V- 

K M Elavia 
Putner 


Sd/- 

Romesh Sobti 
General Manager - India 


Mumbai-. June 28. 1997 


^ >n<t PnUtlcd Wcddy July 19, )< 



















































ABN'AMRO Bank NV. 


INDIAN BRANfCHES 

(Ineeifenttd im Hu NtAtHamii wUh Umittd UMUtj) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH 1997 


As on 


Rs. in 


Sckcdidc 1 - Capital 

I Amount of Deposit kept 
with the Reserve Bank of 
India under Section lU2)(b) 
of the Banking Regulation 
Act, 1949 

II Atnomt brought into India 
by way of slait^up Capital 
for a new bianch 

Schedule 2 - Reserves 

and Surplus 

I. Statutory Reserves 

(Reserves u/s I l(2XbXii) of 
the Banking Regulation 
Act. 1949) 

Opening Balance 
Additions during the year 


11. Capital Reserves 
Opening Balance 
Additions during the year 


ni. Property Investment Reserve 

IV. Head Office Charges Reserve 
Opening Balance 
Additions during the year 

V. Balance of Profit 

TOTAL 

Scfacdnie 3 - Deposits 
A I Demand Deposits 

i) From B^s 

ii) From Others 



1S0,000 150.000 


207,429 

77,560 


158,499 

48,930 


284.989 207,429 


28,748 


82,749 


82,749 


81,579 

123,311 


204, 


,134 


1,591,510 


3.741 


82.749 


82,749 


81,579 


704,901 


,399 



36,426 

1,159450 


II Savings Bank Deposits 391,643 249,847 


III Term Deposits 

i) From Banks 

ii) Ftoffl Others 

TOTAL 

* 

B i) Deposits of Branches 
in India 

ii) Depotiu of Branches 
outdde India 

TOTAL 


8,641,985 


11,205,775 


324,884 

4,044,854 


5,815461 


11,205,775 I 5J15461 



As on 
31.03.1996 
Rs. in OOO's 




Schedule 4 - Borrowings 

I Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other institutions 
and agencies 

II Borrowings outside India 

1,060,582 

1493.660 

1.183,485 

1,041,459 

1.936400 

4.050420 

1,011,104 

741,862 

TOTAL 

4,679,186 

7,739,786 

Secured borrowings included 
in I ft II above - Rs. Nil 



Schedule 5 - Other 

Liabilities and Provisions 

I Bills Payable 

II liUer-offioe adjustments (net) 

III Interest Accrued 

IV Others (including piovisiom) 

127,592 

150,689 

271.108 

502421 

87,736 

812 

159,750 

2,126.002 

TOTAL 

1,05I.6I(> 

2474400 

Schedule 6 - Cash and 

Balances srith the Reserve 

Bank of India 

I Cash in hand 
(including foreign 
currency notes) 

II Balances with the 

Reserve Bank of India 

i) In Current Accounts 

ii) In Other Accounts 

i 

24.829 

1.»98479 

18,469 

1 

j 1,461,724 


TOTAL 

Schedule 7 - Balances 
with Banks and Money 
at Call and Short Notice 
I In India 

i) Balances with Banks: 

In Cunent Accounts 

bi Other Deposit Acoounis 

ii) Money at Call and 
Short Notice:* 

With Banks 


51 7.120 

10,000 





10,051 

Outside India 

i) In Cunent Accounts 

ii) Money at Call and 

Short Notice 

361,890 

784.743 



I.I46.633 


TOTAL 

1,156,684 
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ABN’AMRO Bank NV. 


INDIAN BRANCHES 
(ineorpunted bt Th» Nttiurtattdt wM 


Umittd UabiUty) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH 1997 


As on 



Schcdak S - IiiTcstnwiits 

I. Investmems in India 

i) Government Securities 

ii) Other Approved Securities 

iii) Shares 

iv) Debentures and Bonds 
V) Others 

n. Investments Outside India 
TOTAL 


Gross Investments 
Less; Provision for 
Depreciation 


Other Investments indude: 
Commercial Paper 
Unit Trust of India 
Initial Capital 
Unit Scheme 1964 

TOTAL 

Sdicdole 9 - Advances 
A i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 

iii) Term loans 

Less: Bills rediscounted 
TOTAL 

B i) Secured by Tangible 
Assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 

Less; Bills rediscounted 
TOTAL 

C. 1. Advances in India 

i) Priority Sector 

ii) Public Sector 

iii) Banks 

iv) Others 

Less: Bills rediscounted 
TOTAL 


As on 
3,1.03.1996 
Rk in OOO’s 


3,107,640 2,413,392 


214,623 

50.000 

82,129 


99,732 

10,000 

50,000 

34,200 


3,454.392 2.607,324 


2.693,744 

(86,420) 


3,454,392 2,607,324 


77,454 29,525 



82,129 I 34,200 


2.616.493 2.342.848 

4,120,373 6,160,702 
4,763,035 895,227 


11,499.901 9398,777 

1,688 


11,499,901 9,397.089 


6,617,619 6.175,970 

3,064,262 2,163,377 
1,818,020 1.059.430 


11,499,901 9398,777 

1,688 


11,499,901 9397.089 


3,961,187 3.862,706 
100,196 15,926 

27,972 56,597 

7A10346 5,463348 


11,499,901 9398.777 

1,688 


11,499,901 9,397.089 


As on 
31.03.1996 
Rs. in OOO’s 


Schcdak 10 > Find Assets 
I Premises 

i) At cost as on 31st Match 
of the preceding year 

ii) Additioru during the year 
iti) Deductions during the 

year 

iv) Depreciation to date 


II Other Fixed Assets 

i) At cost as on 31st March 
of the preceding year 

ii) Additions during the year 

iii) Deductions during the 
year 

iv) Depreciation to date 

TOTAL 

Schcduk 11 - Other Aaseto 

I Interest Accrued 

II AdvaiKe Tax and Tax 
Deducted at Source 
(net of Provisions) 

III Stationery and Stamps 

IV Others 

TOTAL 

Schcduk 12 - Condagcnt 
liabiUtks 

I Claims against bank not 
acknowledged as dd>ts* 

II Liabilities for partly paid 
investments 

III Liability on Account of 
Outstanding Forward 
Exchange Contracts 

IV Guarantees given on behalf 

of Constituents I 

i) In India 

ii) Outside India 

V iyceptances. Endorsements 
imd Other Obligations 

VI Other items for which the 
bank is contingently liable 

TOTAL 

* This does not indude a libd 
suit Tiled ngainit the Bank 
by a customer. As the matter 
is sub*judioe. the same hu 
not bem quantified. 


195,292 82,104 

113,187 


(26,218) (18,596) 


169,074 


114,663 

102,043 

(560) 

(87,481) 


128,665 


305,360 



4,437 4,429 

4 


95,081.369 

104,095.248 

3,983,462 

3.864,420 

1393.598 

853381 

6,877,911 

7,513,027 

528,414 

312,715 

108.069,191 

116,643,424 






























































ABN AMRO Bank NV. 


INDIAN BRANCHES 

(Eneorpamai Im Th* NatEuHamA wUEt EMM EJabiUty) 


SCHEDULES FOEUAENG PAEET OF THE PROFET AND LOSS ACCOUNT FOR 
THE YEAR ENDED 3EST MARCH E997 



Year Ended 

Year Ended 



Year Ended 

Year Ended 


31.03.1997 

31.03.1996 



31.03.1997 

31.03.1996 


Rs. in OOO’s 

Rs. in OOO's 



Rs. in OOO's 

Rs. in OOO’s 

Schedule 13 • Intercat Earned 



Schedule 16 - Operating 



1 Interest/Discount on 



Expenses 



Advances/Bills 

1.607,662 

1,208,690 





II Income on Investments 

III Interest on balances with the 

406,397 

366,756 

1 

Payments to and Provision 
for Employees 

145,888 

95,744 

Reserve Bank of India and 
other inter bank fonds 

42,955 

37,658 

II 

57,478 

44,409 

Rents, Taxes and Lighting 

IV Others 

6,329 

16,602 

111 

11.130 

7.640 

Printing and Stationery 




TOTAL 

2.063.343 

1,629,706 

IV 

Advertisement and Publicity 

13,222 

5,670 

Schedule 14 - Other Income 



I Commission, Exchange and 



V 

Depreciation on Bank's 



Brokerage 

275,483 

129,640 


Property 

66,681 

32J55 

11 Profit on Sale of Investments 







(Net) 

41,407 

10,993 

VI 

Directors' fees. Allowances 



in Loss on Revaluation of 




and Expenses 

109 

7 

Investmenu (Net) 


_ 





IV Profit on Sale of Land, 



VII 

Auditors' fees and 



Buildings and Other Assets 
(Net) 

10 

20 


expoises 

375 

250 

V Profit on Exchange Trimsactions 

VI Income earned by way of 

301,936 

348,365 

VIII 

Law charts 

3.097 

1,676 

dividend etc. 

* 

- 

IX 

Postage, Telegrams, 



VII Miscellaneous Income 

9,254 

9,771 


Telephones 

46,920 

33436 

TOTAL 

628,090 

498,789 

X 

Repairs and MaintenatKe 

42,525 

29,265 

Schedule 15 - Intermt Expended 



XI 

InsuraiKc 

6,498 

5,984 

I Interest on Deposits 

II Interest on Reserve Bank of 

486,949 

431,940 

XII 

Other Expenditure 

85,237 

48470 

India/Inter Bank Borrowings 

267,944 

566,986 





111 Others 

491,001 


XIII 

Head Office Charges 

123,311 

25,500 

TOTAL 

1,245,894 

1,231.400 


TOTAL 

602,471 

330406 









Schedule 17 - Notes Forminf Part of the Accouots for the Year Ended 31st March 1997 

I. Prindpai A cr oa ntin f Policies 

1.1. General 

Tbe accompsnyiiig flasncial lUtements are prepared according to the hiuorical coat convention and conform to the geaerany 

accepted accounting principlet and to the practices prevailing within the banking industry in India. 

1.2. Tr an sa cti o n i lavoMac Forelvi Eachaage 

a) Aaieta and liabilities in foreign currencies am revalued at the year end rates notified by the Formgn Exc hange Dealcn’ 
Associatioo of India (FEOAI). Outstanding fmward exchange contracu are revalued at rates notified by PEDAI for specified 
maturities and at interpolated rates for contracts of in-between maturities. Tbe resultant gains or losses are recognised 
in the hofit and Loss Account 

b) Tbe balances held under Foreign Cunency Non Resident (A) deposit scheme are carried at the rates specified by the Reserve 
Bank of India fn>m time to time. 

c) Income and Expenditute in foreign cunency is translated at the exchange rates prevailing on the date of tbe transactions. 

d) Outstanding forward exchange contracts are disclosed u contingent liabilities at the contracted rates. 

a) All invettmmHa are ‘'cutrent” invesuaeatt and are valued at lower of cost and market value, in aggregate, for each categmy 
u per tbe guidelines iuued by the Reserve Bank of India. 

b) Cost lepresents the acquisition cost and in case of discounted instruments, includes the discount accnied. pro-nin, for 
the holing period. 
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ABN’AMRO Bank NV. 

INDIAN BRANCHES 

(Itieorponud in TXw NeOuHaiiJt with UmiUi LhMUty) 


c) Market value in cate of ApprovetVTtuatee lecuritiet and Public Sector Unit Banda for which the quotes are not available, 
it determined on “Yield to Maturity” method in accordance with the yield curve determined by the RMerve Bank of India. 
Treaiury Bills and Commercial tiper are valued at the carrying cost which includes discount accrued, pro-rau, for the 
holding period. Debentures for which quotes are not availably ate valued at carrying cost if interest is serviced regularly, 
otherwise in accordance with the asset classification norms prescribed by the Reserve Bank of India. 


1.4. Advi 


1.5. 


Advances are stated net of specific loan loss provisions. Provision for loan losses is mode in respect of identified advances 
bated on a periodic review as per the Bank's policy that satisfies the proviskming guideliaes issued by the Reserve Bank of India. 
Fixed Asacts 

a) Fixed Assets are stated at historical cost less accumulated depreciation. Cost for this puipose includes the written down 
value as at March 31,1991 for fixed assets acquired upto that date and cost of acquisition for fixed assets acquired thereafter. 

b) De|xeciation is provided on a (»x>-rata basis on the written down value, at t^ undermentioned rates: 

ASKt Rate 

Premises 5% 

Furniture and Fixtures 20% 

Equipment and Vehicles 25% 

Computers 40% 

Staff Benefits 

s) Ptovisioa for gratuity and pension benefits to staff (inclusive of provision for past service liability) has been made on 
the basis of an actuarial valuation as at the year end. Separate funds for gratuity and pension have been created and 
contributioas are made to the respective funds, 
b) Retirement leave encashment benefits are accounted for on cash basis. 

IncmsM RccogiiHion 

Interest income is recognised on accrual basis except in cate of non-performing advances, where it is token to the profit and 
lost account on realisation. 

Provisloii for Taxation 

Provision for taxation has been made on the “liability method" of accounting which is generally followed in India. 

Net From 

The net profit is after: 

a) novisioa for taxes on income in accordance with statutory requirements. 

b) Provision for loon losses. 

c) Provisioa for diminution in the value of investments. 

d) Other usual and necessary ptovisioas. 

Other Notes 

2.1. The Foreign Exchange Dealers' Association of India guidelines on conversion of foreign currency balances, forward exchange 
contracts, etc., which are approved by the Reserve Bank of India, are mandatory and hence these have been followed in preference 
to Accounting Standard 11 - "Accounting for the effect of changes in foreign currency rates” issued by The Institute of Chartered 
Accountants of India. The impact of this variance in the meth^ of conversion of foreign currency balances is not quantified. 

2.2. The Coital to Risk Assets Ratio u at March 31, 1997, as assessed by the Bank, on the basis of the guidelines issued by 

the Reserve Bank of India, is 9.16%. , 

2.3. Head Office charges reserve consists of amounts payable to Head Office for allocated charges which the Head Office intends 
to retain in India to meet capital adequacy requiremenU. 

2.4. The percentage of net non p^orming assets to net advances is 1.15. 

2J. The breakup of ‘Provisions and Contingencies' appearing in the profit and loss account is as under: 


1 . 6 . 


1.7. 


1 . 8 . 

1.9. 


2 . 


Pnrticnlnrt 


Provisioa for NPAs 
Depreciation in value of investments 
Pix^skm for taxation 
Others 


Year Ended Year Ended 
31.03.1997 31^)3.1996 

(Ra fas ‘000a) (Ra in ‘OOOs) 


Total 


51,743 

(34,841) 

427,285 

31.081 

455068 


6,934 

34,152 

210i000 

51,136 

322^2 


2.6. The previous year's figures have been tegrouped/rearranged wherever necessary. 
Sd/- 

Roincsh Sobti 
General Manager - India 


Mumbai: June 28, 1997 






ABN*AMRO Bank NV. 

INDIAN BRANCHES 

(IncorponOtd in Tk$ NtAtrkuUb with Umitti Liability) 


Andhon* Report ou the Accouati of the Indian Branches of ABN-AMRO Bank N.V. 
under Section 30 of the Banking Regulation Act, 1949 


We have audited the attached Balance Sheet of the Indian Branches of ABN>AMRO Bank N.V. (Incorporated 
in The Netherlands with limited liability) as at March 31, 1997 and the related ProFit and Loss Account 
for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949, read with the provisions 
of sub-sections (1), (2) and (3) of Section 211 and sub-section (5) of Section 227 of the Companies Act. 19S6, 
the Balance Sheet and Profit and Loss Accoi||t together with the notes thereon, are not required to be and ate 
not drawn up in accordance with Schedule Wef the Companies Act, 1956. The accounts are, therefore, drawn 
up in conformity with Forms A and B of the Third Schedule to the Banking Regulation Act, 1949. 

We report that: 

A. We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory. 

B. In our opinion, proper books of account as requited by law, have been kept by the Indian BtaiKhes of 
the Bank, so far as appears from our examination of those bopks. 

C. The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report 
ate in agreement with the books of account. 

D. i) The forward exchange contracts have been revalued as stated in accounting policy 1.2 (a) in schedule 17 

atKl the resultant gains or losses have been recognised in the profit and loss account in line with the 
Foreign Exchange Dealers’ Association of India guidelines approved by the Reserve Bank of India. 
The Policy is not in accordaiKC with Accounting Standard 11 - “Accounting For the Effect (X Changes 
In Foreign Currency Rates" issued by the Institute of Chattered Accountants of India. The impact of 
such deviation is not quantified. 

ii) Retirement leave encashment benefits are accounted by the Bank on cash basis (refer accounting policy 
1.6 (b) in schedule 17). This policy is not in accordance with Accounting Standard IS - “Accounting 
For Retirement Benefits In The Financial Statements Of Employen”, issued by the Institute of Chanted 
Accountants of India. The liability for retirement leave encashment benefit, as actuarially evaluated 
as at Match 31, 1997 is Rs. 16.472 thousand. 

E. Subject to the foregoing, in our opinion and to the best of our information and according to the explanatioiis 
given to us, the said accounts read with notes thereon give the information required by the Companies Act. 
1956, in the manner so requited for banking companies, and give a true and fair view of the state of affurs 
of the Indian Brattches of the Bank as at March 31, 1997 aiKl its profit for the year ended on that dale. 

For and mi behalf of 
Kalyanlwalia A Miatry 
Chattered Accountanu 

Sdf- 

K M Elavia 
Partner 

Mumbai: June 28. 1997 
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BANK INTERNASIONAL INDONESIA 

MUMBAI BRANCH 


BALANCE SHEET AS ON 31st MARCH 1997 

PROFIT AND IjOSS ACCOUNT FOR THE YEAR 
ENDED 3Ist MARCH 1997 

(000’s omitted) 

(OOO’s omitted) 



As on 

As on 




Year ended 

Period ended 

SCHE3JULE 

31.83 

31.83.96 




31.83.97 

31.8346 



Ra. 

Rs. 


SCHEDULE 

Ra. 

Ra. 

CAPITAL AND 




1. 

INCOME 


■■■Il 


LlABILniES 





Interest Evned 

13 


195 

Capital 

1 

468.323 

205,023 


Other Income 

14 


0 

Reserves and Surplus 
Deposits 

2 

3 

23.258 

1.210,740 

(14,949) 

0 


TOTAL 


424,622 

195 

Bomwings 

Other Liabilities and 

4 

1,473,575 

8,630 

n. 

EXPENDITURE 
Interest Expended 
Operating &pensei 
Provisions and 

15 

211,776 

0 

Provisions 

5 

90,965 

956 


16 

14i;733 

15,144 









TOTAL 


3,266^1 

199,668 


Contingencies 


32,905 

0 






TOTAL 


386,415 

15,144 

ASSETS 








Cash and balances with 


205.113 


m. 

PROflT/fLOSS) 

Net Profit for the Year 


38,207 

(14,949) 

Reserve Bank of India 

6 

14 


Profk/(Loss) Brought 


Balances with Banks and 
nxmey at call and 
short notice 





Forward 


(14,949) 

0 

7 

317.921 

0 


TOTAL 


23458 

(14489) 

Investments 

8 

845,565 

89,648 






Advances 

9 

1,708,893 

5,721 






Fixed Assets 

10 

53.390 

5,860 

IV. 

APPROPRIATIONS 




Other Assets 

11 

135,978 

98,417 


Transfer to: 

- Statutory Reserves 


7,641 

0 

TOTAL 


3,266^1 

199,668 


- Revenue and Other 
Reserves 


0 

0 






Balance C!arried over to 



Contingent Liabilities 





Balance Sheet 


15,617 

(14,949) 

12 

9,750,319 





Bills/Cheques for collections 


184,520 

0 


TOTAL 


23458 

(14449) 

Notes to Accounts 

17 



Notes to Accounts 

17 




Tbe ichedules refened ^ve fonn m integral part of the 
Balance Sheet. 

As per our Report of even date. 

Pbr and on behalf of 
KHIMJl KUNVERJl ft CO. 

Chartered AccowiUuits 
Sd/- 

SHIVJI K. VIKAMSEY 
Parmer 


The schedules referred above form an integral part of the 
Profit and Lost Account. 


For BANK INTERNASIONAL INDONKSU 

Sd/- 

RAGHU PALAT 
General Manager A Country Head - India 


Place: Mumbai 
Date: June 30. 1997. 


Place: Mumba 
Date: June 30. 199^ 





































BANK INTERNASIONAL INDONESIA 


MUMBAI BRANCH 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31st MARCH 1997 


SCBEDVLB i ~ CAPITAL 
1. Par Banks Incotponted 
Outskle India 

(i) Amount of Deposit with 
Reserve Bonk of Indi* 
U/S 11(2) of the 
Banking Regulation 
Act. 1949 

(ii) Amount brought in by 
the Bank by way of 
Capita) 

TOTAL 

SCBBDVLB 2 - BESEBVES 
AND SURPLUS 
1. STATUTORY RESERVES 
Opening Balance 
AdditioM Cttcceiu Year 
Dedttctiom Cunent Year 


II. BALANCE IN PROFIT 
AND LOSS ACCCXINT 

TOTAL (1 A II) 

SCBBDVLE 3 ~ DEPOSITS 
A. I. DEMAND DEPOSfTS 

(i) ftom Banks 

(ii) Pi«m Others 


II. SAVINGS BANK 
DEPOSITS 

m. TERM DEPOSITS 

(i) Prom Banks 

(ii) Ptom Others 


TOTAL (I. U A 01) 

B. Depoaiis of Biandies 
In tadin 

Dnpoaiis of Bnaches 
OMslde India 

TOTAL 


(OOO’s omitted) 


(000’s omitted) 



As M 
31-13.97 
Ro. 




3.500 

0 

468.323 

205,023 

468,323 

2«M23 



5CHEDVLE 4 - BORROWINGS 

I. BORROWINGS IN INDIA 

(i) Reserve Bank of India 

(ii) Other Banks 

(iii) Other Institutionf and 
Agencies 

II. BORROWINGS OUTSIDE 
INDIA 

Borrowings from outside India 


TOTAL (I A II) 
Secured bcirowuip included 
in I A II above 

SCHEDVie S - OTHER 
UABILITIES AND 
PROVISIONS 
1 BILLS PAYABLE 

II. INTEREST ACCRUED 

III. OTHERS (including proviswos) 

TOTAL ( I, II A HI) 

SCHBDULE t ~ CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

I. CASH IN HAND (including 
foreign cancocy notes) 

II. BALANCES WITH RESERVE 
BANK OF INDIA 

(i) In Cunent Account 

(ii) In Other Accounts 


TOTAL (I A II) 

SCHEDULE 7 - BALANCES 
WITH BANKS AND MONEY AT 
CALL AND SHORT NOTICE 
I. IN INDIA 

(i) Balances with Banks.' 

fa) Cunent Acoowts 
fa) Deposit Accounts 

(ii) Money at Coll and 
Short Notice 

With Banks 

With Other Institutioas 

■. OUTSIDB INDIA 

(i) In Cunent Acoonnn 


As on 
31A3-97 
Ba. 


349,100 

770.000 

SOjIOO 


1,169.100 



1A73J7S 


NIL 



2(M. 


29S,113 


TOTAL (I A 1) 



Boaaomic ud PtEMod WeeUy inly 19, 1997 












































BANK INTERNASIOiAL INDONESIA 

MUMBAI BRANCH 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3Ist MARCH 1997 


(000’a omitted) 

(000’s omitted) 


As on 

As w 


Aaen 

As an 



31-0346 


3I-«3-»7 

31*«3-96 


Rs. 

Rs. 


Rs. 

Rs. 

SCKBDULE t - INVESTMENTS 



II. OTHER FIXED ASSETS 



I. INVESTMENTS IN INDIA 



(including furniture and 



(i) Oovctmnent Secorities 

587.911 

89.648 

fixtiiNs) 



(ii) Debeatuics and Bonds 

26I.4S0 

0 

At CtM as on 3Itt 



Leu: Vsinttion Reserve 

(3.796) 

0 

March 1996 

6.876 

0 




Additioitt during the year 

10,150 

6,876 


845.565 

89,648 

Deductioiu during the year 

78 

0 




Depreciation to date 

5.268 

1,016 

tl. INVESTMENTS OUTSIDE 




11,680 


INDIA 

mmmM 

0 

III. PREMISES UNDER 






CONSTRUCTION 

36.996 


TOTAL (I A U) 

»45JSt5 

89^ 

TOTAL (I. U & III) 

53^ 

SJdt 

SCHBDVIE 9 - ADVANCES 






A. (i) Bills Pnrcliascd md 



SCHEDULE n - OTHER 



Discoimted 

1.025.843 

0 

ASSETS 



(ii) CMh Credits. Overdrafts 






and Loans 

636.373 

0 

1. INTEREST ACCRUED 

5.677 

159 

(iii) Term Loans 

46.677 

5,721 

11. ADVANCE TAX PAID/ 



TOTAL 

1.708.893 

5,721 

TAX DEDUCTED AT 






SOURCE 

41.115 

0 




(Net of provision) 



B. (i) Seemed by IkiKible Assets 

950.185 

0 

III. STATIONERY A STAMPS 

0 

0 

(ii) Covered by Bank and 



IV. OTHERS 

89.186 

98.258 

(jovemmeat Guarantees 

738.993 

0 




(iii) Unsecured 

19.715 

5.721 

TOTAL (1. 11. Ill A IV) 

13S,978 

9MI7 

TOTAL 

1.708.893 

5,721 




C.I. Advances in India 



SCHEDULE 13 - CONTINGENT 



(i) Priority Sectors 

337.325 

0 

UABIUTIES 



(ii) Public Sector 

0 

0 




(iii) Banks 

735.973 

0 

1. UABILmr ON ACCOUNT 



(iv) Olbers 

635.595 

5.721 

OP OUTSTANDING 






FORWARD EXCHANGE 



TOTAL 

1.708,893 

5.721 

CDNTRACTS 

8.369.911 

0 




11. GUARANTEES GIVEN 


CJI. Advances outside larba 


0 

ON BEHALF OP 






CtJkSTITUBNTS 



GRAND TOTAL (Cl A C U) 

\,TnR93 

S,721 

(a) In India 

49.209 

0 




(b) Outside India 



SCUBDULB U - FIXED ASSETS 



lU. ACCEPTANCES, 



1. PREMISES 



ENDORSEMENTS AND 



At Cost as on 31st Marcb 1996 

0 

0 

OTHER OBLIGATIONS 

581,199 

0 

AddhtaBi darkK die year 

6,172 

0 

IV. OTHER ITEMS FOR WHICH 



Deductions during tbe year 

0 

0 

BANK IS CONTINCRBNTLY 



Deptwirto lo due 

1.458 

0 

LIABLE 

730X100 

0 1 


4.714 

0 

TOTAL a. II. ni A IV) 

9.7fMi9 

t 
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MUMBAI BRANCH 



SCHEDULES FORMING PART OF THE PROFIT A LOSS ACCOUNT FOR THE PERIOD ENDED 31.03.97 

(OOO'i onitted) 

(OOO’f OMiOed) 


Year ended 

rVTMV cww 


Year ended 

retted caMed 


31.d3.97 

31^3.96 


31R3.97 

31R3.96 


Rs. 

Ra. 


Ra. 

Ra. 

SCBBDVLB 13 ~ mTEBBST 



SCBBDVLS 16 ~ OPERATING 



EARNED 



EXPENSES 



I. Intefeti/Discoum (m 



I. Payments to and Provisions 



Advance«/BilU 

324,223 

0 

for Employees 

I6J95 

2,220 

H. Income on InvettmenU 
in. Inteiest on biUncts with 

53,072 

195 

15,097 

5.953 

II. Rent Taxes and Lighting 

Reierve Bink of bidu and 



olbef Inter-Bank Funda 

6.642 

0 

in. Printing and Stationery ' 

1,626 

0 





TOTAL 

3IL537 

195 







IV. Adveitiiement and niblicity 

2,069 


SCBBDVLS 14 - OTHER 



V. Depnciation on Bank's 



INCfMHE 



Property 

5,722 

1,016 

I. Comnduion, Exchange and 



VI. Local Advisory Board 



Brokerage 

15,197 

0 

Expenses 

97 

0 

II. Pro6t/(Loas) on Sale of 





Invenmemi (Net) 

III. Profitf(Loat) on Sale of Land, 

(M3) 

0 

Vn. Auditors' Fees and Expenses 

050 

0 

BiiUdings etc. (Net) 

(15) 

0 




IV. l*rofil/(LoM) on Exchange 



Vni. Professional Fees 

375 

100 

Ttantactiont (Net) 


0 




V. MiacellaneotK Income 

■m 

0 

IX. Postage, Telegrams, 

Telephones, etc. 

5.437 

223 

TOTAL 

4»MS 

6 




X. Repain and Maintenance 

1,916 

ijsii 




XI. Insmnce 

293 

0 

SCBBDVLS 15 - INTEREST 
EXTENDED 



Xn. Bad Debts 

73.000 

0 

I. Inteieat on Depoaiu 

II. InleeeM on RBVbter Bairic 

35,040 

0 

Xni. Interest Tax 

2.065 

0 

Boiniwhigt 

162.794 

0 




IIL Olhen 

13,942 


XIV. Other Expmditnre 

10.992 

3.939 

TOTAL 

211,776 

• 

TOTAL 

141,733 

UsMlL 
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BANK INTERNASIONAL INDONESIA 

MUMBAI BRANCH 

SCHEDULE 17 - SUMMARY OT SIGNfflCANT ACCOUNTING POLiaES AND NOTES FORMING 
PART OF THE FINANCIAL STATEMENT FOR THE YEAR ENDED 91ST MARCH 1997 

L SUMMARY OF SlGNinCANT ACCOUNTING POUCieS 

a. GENERAL 

Tlw accompanying financial tiaiemenu have been pRpaied on hutorical coat baiit and ia in acconiance with the generally accepted 
accounting pt^plea and the atatutoiy proviaiona and practicea prevailing in the country, unleu otherwiae atated. 

b. REVENUE RECOGNITION 

Income and Expenditure ia accounted on accrual bwia except the following itema of income which are accounted for in the booka 
of accounts on cash basis: 

• Conunission on Guarantees (issued for a tennie of less than three years) artd on Letters of Credit. 

• Inteieat on Foreign Bills FurchasedfNegotiated. 

• Interest on loan advances which are overdue above thiity days. 

c. ADVANCES 

Advances are sUted net of loan loss provisions in respect of identified advances. Provision for loan tosses ia made in respect 
of idmitified advances based on a periodic review as per the bank's policy which also satisfies the provisioning guidelines issued 
by the Reserve Bank of India. 

d. INVESTMENTS 

All Investments are classified as Current Investments. The Current Investments have been valued at lower of cost or market value. 
Market value in respect of the following is determined as under: 

• Government Securities, Securities guarameed by government & PSU Bonds for which quotes are not available on “Yield 
to Maturity” (YTM) basis. 

• Treasury Bills and Certificate of Deposits ate valued at carrying cost. 

• Unquoted Debentures where interest is serviced regularly - at carrying cost, otherwise by applying the past due norms as 
prescribed by RBI in respect of Loan advances. 

Cans or fosses on sale of Investments are accounted in the year in which they occur. 

e. FIXED ASSETS * DEPREOATION 

i) Fixed Assets are slated at historical cost less their accumulated depreciation. 

ii) Fixed asseu are depreciated on the Reducing Balance Method at rates which are higher than those prescribed in Schedule XIV 
of the Companies Act 1956 except in the case of Electronic Data lYocessing Eq u i p m en a which is required to be provided 
• 40 % under the Companies Act, 1956. The principal rates of depreciation used by' the branch are as under 


• Air Conditioners • 25% 

• Electronic Data Processing EquiptiKiMs R 25% 

• FUmiture ft Fixtures • 50% 

• Vehicles • 25% 

• Office Equipments • 50% 


It is the policy of the bank to fully write-off the assets which are depreciated • 50% and 25% in the fourth and eighih 
year respectively of its acquisition. 

in) Dqrreciauoa on assets acquiredfdisposed daring the year is provided on pro-rata basis with reference to the month of addition/ 

diqiotal. 

iv) Additions/Accretions on Leased Assea it amortised over the period of the lease. 

V) The cost of repairs and mainieiiaiice u charged to income and significant renewals or bcttermena are caphahzed. Whn assea 
are retired or otherwise disposed of, their carrying values and rdaied a c cu m ulated dep r e ci ation are removed from die accoona 
and any resulting gain or loss u reflected ia the statement of pkofil and loss for the year, 
t CCmrORATE INCmiE TAX EXPENSE 

Estimated corporate income tax expense a c alcnlat e d based on the Company's taxable income at the rates specified under the 
buhao bwome Tax Act. 

g. TRANSLAIKW OF FOREIGN CURRENCIES 

The branch maintains ia accounttog records fat Indiaa Rupees. Transactions daring the year in c un eo ci es other diao Indian Rupees 
am recorded at the exchange rules prevailing on the date of the tiunsactiona. 

As of the Balaaoe Sheet dale, all foreign conency assea and liabilities are tnnsiMBd to Indian Rapeas at die exchange rmas 
slipalaied by Reserve Bank of Indu (RBiyPoreifn Bschange Deakn AssocUtioa of India (PBDAI) gtridallnea. except deposit 
swaps which are not revalued. The resuttaat losses/piofia on revaluation are inctaded in the Profit ft Loss AcoouaL 
Profit or loss on ouatanding forward ooniraea have been aoooained for. 


BANK inmimA^ONAL INDONESIA 

MUMBAI BRANCH 


k. STAFrBBNEnrS 

Piovifioa (br Gntnity hat been nMde beied on the btfit of actuarial valuation and funded with the bank’s froup (ratniiy fund. 
. NOTES rOKMlNG PAST OP THE PINANCIAL STATEMENTS 

l. PievkMM period fifutcs are unaudited. The pievioas period figures are for a period of five months as com p ared to twelve months 
for the cununt year, hence the same are not strictly oompamble. The previous period figures have been regrouped and icananged 
wherever necessary. 

2. Sundry debWcredii balances and balances ofHead Office reflected in the books ofaccoiuits of the branch are subject to confinnatioa. 

3. Head Office Reserve (reflected in the Financial Statements as H.O. charges provisions) consists of amounts payable to Head 
Office fiir allocated charges which the Head Office intends to retain in India to meet capital adequacy requireinents. 

4. Swap Cost incurred on Foreign Currency Non-Residem (Bank) Deposits amounting to Rs. 13,213,788 hat been accounted as 
interest on deposits at per the HSDAI circular reference 84S/Revaluaiion(SPt-48/96 dated 8th May 1996. 

5. Capital inclndm amount brought in by the bank by way of start-up capital at prescribed by R.B.I. Rs. 34,26,37,981 and adifitional 
capital introduced during the year as capital to be intioduoed for braiieh expatuion Rs. 12,36,85,000. 

6. As required by the Accounting Standard-6 on ‘'Depreciation Accounting'' and Accounting Standard-10 on “Accounting for Fixed 
Assets”, issued by the Institute of Chattered Accountants of India, the details are as disclosed here u nder: 


(Rupees '000 otnined) 


HrOeeian 


Grets Block (At Cast) 



Pepreciatien 


Net Black 


As on 
OI-Apr-96 

Additions 

Deductkmt 

As on 
3l-Msr-97 

As on 
Ol-Apr-96 

Adjustment 
during the 
Year 

For the 
Year 

Total Upto 
31-Mar-97 

At on 
3l-hfat.97 

.’remises 

0 

6,172 

0 

6,172 

0 



1,458 

4,714 

3ther Fixed Assets 
(induding nimitnre 
and Fixtures) 
.demises under 

6,876 

10,150 

78 

16,948 

1,016 

H 

mWS 

5,268 

11.680 

constmction 

0 

36,996 

0 

36,996 

0 



0 

36,996 

TOTAL 

6,876 

33JI8 

78 

60,116 

■EBU 

13 

5,723 

6,726 

53J90 


CAPITAL ADEQUACY RA'HO 

The Cqiital to Risk Assets Ratio of the bank as on 31 March 1997 computed as per the instractians of Reserve Bank of India it 27 46» 
NON-PERFORMING ASSETS (NPA) 

T he pe rcentage of Net NPA’s to Net Advances it 5.47%. 

OTHER LIABILITIES * PROVISIONS 
The details of Provisions A Contingencies are as under: 

Rupees ('000 omitted) 

a. Provisions made towards NPA't Nil 

b. Ptovisiont made towards depreciation in the value of Investments : 3,796 

c. Ptovisiont towards Income lax 29,100 

d. Other Provitioiis 9 

Ttnl ef Prevlslens A Cnnrtngrnries 32,9BS 

tier U CAPITAL 

No sabofrtinnMd debt baa been raised as Tier tl Capital, 
per our attached Repost of Even Date Afached 

or and on behalf of 
HDUI KUNVERJl A CCL 
Wst/wf AccowuMr 

BIVJl K VKAMSRY 
wtmr 


pled: ao juM 1997 


Far BANK miHRNASIONAL INDOrasU 

Sdf- 

RAGHVPAIAT 
Ctnma Manngrr mtd Comarj Head - BMM 


7. 

8 . 
9. 


to. 


8Bd PDUtkiat Wdpkiy July 19. 1997 
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BANK INTERNASIONAL INDOIiESiA 


MUMBAI BRANCH 


Auditors* Report on the Indian Branch of BANK INTERNASIONAL INDONESIA 

situated at Mumbai 

Under Section 30 of the Banking Regulation Act, 1949 

We have audited the attached Balance Sheet of the Mombal Branch of BANK INTERNASIONAL INDONESIA 
as on 3Ist March, 1997 and also the annexed Profit and Loss Account for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, 
the Balance Sheet and the Profit and Loss Account, together with the notes attached thereto ate not required to 
be and are not drawn up in accordance with Schedule VI of the Companies Act, 1956. The accounts are, therefore, 
drawn up in conformity with Forms 'A' and ‘B’ of the Third Schedule of the Banking Regulation Act, 1949. 

We report that: 

1. We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

2. The transactions which have come to our notice have been, in our opinion, generally within the powers of the 
Indian Branch of the Bank; 

3. In our opinion, proper books of accounts as required by law have been kept by the Indian Branch of the Bank 
so far as appears from our examination of those books; 

4. The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with 
by this report are in agreement with the books of account; 

5. In our opinion, and to the best of our information and according to the explanations given to us, subject to; 

• The ^counting of foreign cunency transactions referred to in Summary of Significant Accounting Policies 
no. “g" is not in conformity with the Accounting Standard - 11 “Accounting for the Effects of Changes 
in Foreign Exchange Rates” issued by the Institute of Chartered Accountants of India (ICAl) and the 
disclosures required under the said sUndard have not been given; 

the Balance Sheet and Profit and Loss Account, together with the notes thereon, give the information required by 
the Companies Act, 1956, in the manner so required for Banking Companies and on such basis the said Balance 
Sbem gives a true and fair view of the state of affairs of the Indian Branch of the Bank as at 31sl March, 1997 
and in case of Profit and Loss Account gives a true and fair view of the profit of the Indian Branch of the Bank 
for the year ended on that date. 


Mumbai 

Dated: 30 lane 1997 


a 


For and on behalf of 
KHIMJI KUNVERJl A CO. 


Chartered Accountants 


Sd/- 

SHIVJI K VIKAMSEY 
Partner 
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Modernity, National Identity and 
Post'Colonial Societies 

In Bolivia the elites created a republic based on hierarchical differences: 
thus the Indian population was not excluded front the nation, it was an 
integral part of the new state, but in a subtxdinate position. Does this 
mean that there was no nation, since many of the premises of what is 
generally taken to be a ‘nation’ were absent? Or perhaps we are dealing 
with a different way of constructing the ‘nation'in post-colonial 
countries, a different way of af^lying the idea of democracy which 
reflects the degree to which it can sustain situations of .stratification, 
inequity and oppression. PE-SS 

The linguistic fact that a word for ‘min7.u’ (nation) was absent until the 
turn of the century in China and its muddling connotations since then 
shows that China was not and did not conceive of itself as a nation 
until it faced the power of western nations. PE>74 

The return of the cranium of Keppetipola, one of the leaders of the 
Great Rebellion of the Kandyan people in 1818, along with other artefacts 
from British museums, built up by both the colonial rulers and the 
nationalist leadership as authentic trcasure/inheritancc of the new nation, 
Ceylon, is an illustration of the grammar in which colonial ideologies 
were deployed and suggests, contrary to nationalist academic thinking, a 
direct lineage between the colonial and the post-colonial state. PE-85 

Though the key feature of the changed world economy is the element 
of heightened economic globalisation, it ha.s not weakened economic 
nationalism but has prompted new forms of it and contributed lO the 
working out of new balances between the two. PE 93 


Dalit Ferment 

Recent incident.s ol violence in a 
(lain colony in Karnataka may well 
be an indicator of the emerging 
tensions wiihin the community 
between militant sections and those 
who have been able to access 
political inriucnce and want to 
maintain the status quo. 1876 

The recent nots in Maharashtra 
should be read as a rcspon.se to the 
continuing systematic humiliation of 
the dalits and the processes initiated 
by the Shiv Sena-BJP government to 
cause divisions among them. 1879 


To Market 

Public distribution of foodgrains 
should be singly directed only for 
secunng food to the poor at low prices. 
An increased role for the private 
sector will prompt the adoption of 
appropriate cropping patterns in line 
with emerging demands. 1894 


Grounding Reform 

The distributional struggle whereby 
attempts arc mode to pass the burden 
of stabilisation on to other sections of 
society is at the heart of any reform 
programme, including India's. 1888 


Rural Jobs 

Since income benefits of mral 
transformation are related more to asset 
uweiship than employment shaes, 
employment diversitication in itself, 
without any change in asset o’vnersbip 
patterns, will only love a margiiial 
effect on rural inequality. 1908 


Violence in Mahesana 

The suite's apathetic attitude to the 
plight of the flood-hit in rural Mahesaiu 
and the subsequent uneven distributioa 
of 'aid' led to the communal riots 
which claimed three lives. 1877 


‘New Conservatives* 

The mission of New Labour is quite 
clearly to manage British cqxtalism 
more efliciently than the Tories 
have been able to do. 1901 


New Perspectives 

Issues of nation and institution-building 
appear to have captured the sociological 
imagination in south Asia. 1884 


Case of the Bohras 

Instead of sympathising with ikn 
plight of the reformist Bohras, On 
Muslim leadership has choaea to side 
with the Syedna in the name of 
safeguarding minority fighti. 1881 













LETTERS TO EDITOR 


Aquaculture Authority Bill 

THE government has so far held back the 
controversial Aquaculture Authority Bill 
(AAB) anticipating an undoing of the land¬ 
mark Supreme Court Judgment of Decem¬ 
ber 11, 1996 by the Supreme Court itself. 

Two writs aiebeing argued before the court 
Theonebythegovemmentfocusesonthe argu¬ 
ment that industrial shrimp fanning is not an 
industrybutpartof agriculture. Thcseomd writ 
has bem brought forward by the aquaculture 
industry which is trying to argue that the 
fundamental rights of the industrialists ate 
being violated by theclosure of shrimp farms. 

The debate is thus focusing on two major 
issues of our times. The first is related to the 
nature of factory farming and whether it 
should be treated as part of industry or 
agriculmre. The second major issue is the 
difference in the quality of rights between 
the entrepreneurs and corporations to make 
profits through resource destruction versus 
the rights to livelihood and life of marginal 
and poor peasants and fisherfolk which are 
undermin^ by the environmental impact of 
the shrimp industry. 

The judgment of the Supreme Court was 
very clear in distinguishing between factory 
fanning of shrimp and traditional aquaculture 
whichcanbccountedasagriculiure. ‘Shrimp 
farms’ are not ‘farms', they are ‘factories’ 
exactly like chicken batteries ate not farms 
but factories forchicken production and beef 
farms are not farms but factories for beef 
production. Factory farming is quite clearly 
an industrial activity and this is the argument 
we will be making and elaborating. 

The right to make profits and the right to 
destroy the environment which industry is 
treating as an absolute and fundamental right 


is not the constitutional reading of 
fundamental rights of citizens siiKC these 
rights ate based on the destruction of the 
right to life of millions of coastal people. 

Our public interest attorneys will be 
arguing these points when the case is heard 
again on July 28. 

In addition, we have filed contempt 
petitions based on evidence collected by 
grass roots campaigns inTamil Nadu, Orissa 
and Andhra Pradesh showing that new farms 
continue to be built in defiance of the interim 
order of the Supreme Court since 1994. 

While the entire might of the shrimp 
industry and the state have joined together 
to undoenvironmental legislation, thejustice 
system and the constitutional guarantees 
provided to all citizens of India, the 
movements are working in total solidarity 
to prove that it is ultimately people’s power 
that will determine the people’s future. 

Vandana Shiva 

New Delhi 

Police Assault Women 
Protesters 

ON June 2S in Saharanpur (a city in Uttar 
Pradesh) several women peacefully 
protesting against the humiliation of Zeenat 
Naaz, chairperson of Deoband Nagarpalika 
Parishad, were brutally assaulted by the 
police and the PAC. They had resorted to 
a peaceful road block only after several days 
of dharna had not brought the desired 
response from the administration. Enough 
police force was present to clear the road 
block without the use of brutal force, but 
the police chose to adopt uncalled for 
aggression against women. 


On Januaiy 27, I met injured wonw 
ho^italised in Saharanpur. They (and otht 
eyewitnesses) told me (1) The polic 
continued to brat them with lathis and boot 
even after they had been thrown into polic 
vans. Several of them were unconscious c 
semi-conscious at that time and had vomite 
blood. (2) Policemen with their nameplate 
removed behaved in a most indecent an 
disgusting manner towards women. Man; 
of them were hit on their private parts 
Policemen caught hold of them by their hai 
and dragged them. (3) Otnameirts of seven 
women were snatch^ away. (4) Promp 
medicare was denied by police. When soin 
socially concerned persons endeavoured U 
take some women to hospital, they wen. 
pressurised even there. Concerned citizens 
who helped women were also beaten up and 
threaten^. (S) Social activist women who 
had participated in a famous anti-liquor 
movement at Pather village and belong to 
Disha social organisation were particularly 
targeted for brutal treatment. 

1 request the media, human rights 
organisations, the government and the 
opposition to help punish the culprits and 
provide relief to the victims. 

Bharat Dogra 

New Delhi 

Myths of Reproductive 
Profligacy of Poor 

MOHAN RAO’s ‘Myths of Reproductive 
Profligacy of Poor; Evidence from Mandya 
District' (June 21) showing that the poor 
have smaller families and that the rich have 
larger families is stunning. It is outside of 
the true facts as arc known to many inquiring 
persons. One has only to ask a servant or 
a peon in a government office or a Muslim 
in the old city or a daily wage labourer as 
well as his own educated colleague or 
government or company executive to know 
that the first catcgoiy has four to lOchildren 
and that the latter category has two or three 
children. Of course, it is ideologically 
convenient for some to find every virtue and 
wisdom in the poor and every vice and 
cunningness and selfishness in the non- poor. 
I suggest that Mohan Rao may get in touch 
withtheAPTechnology Services, Hyderabad 
to get at the multi-purpose citizen survey 
conducted by the APgo vemment. The survey 
gives details of the size ofevery householder’s 
family along with his property, income, ages 
of children, etc. It only requires a little work 
for linking the family size with property, 
literacy and income. Alt of us will then be 
comforted with true facts and not with our 
ideological beliefs. 

T H Chowdary 

Hyderabad 


Subscription Rates 
Inland 

(including Nepal and Bhuian) 


InsUiutions 

Six months 

One year 
600 

Two years 
1125 

(/n rupees) 
Three years 
1650 

Individuals 

250 

475 

875 

1275 

Ceoccsrieoal Rates 
Teachers/Rcsearchers 


.X25 

_ 

900 

Students 

- 

225 

- 

- 


Concessional rases arc available only in India. To avail of concessional rales, certificate from 
relevant institution is essential. 
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Jsing the Exchange Reserves 


r HE focus of the government's approach to managing the 
rising foreign exchange reserves is, it is very evident, 
he threat they supposedly pose to monetary stability. In the 
jTQpess the potential for using the reserves toexpand production 
nd investment in the economy is being completely lost sight 
jf. 

The rapid growth of foreign currency assets in the pa.st IS 
nonths or so - by $ S.24 bn in 1996-97 and $ 3.09 bn this 
/ear up to July 11 - is indeed puzzling on the face of it. The 
;rowth has occurred in the wake of a sharp reduction in the 
rowth of exports (in dollars) from 20.8 per cent in 1995-96 
o 4.1 per cent in 1996-97 and - 4.4 per cent during April- 
lay this year. As a result, despite the slowing down of 
imports on account of the industrial recession, the merchandise 
Jeficit as per the RBI's BoP data has been sizeable - S 8 
>n in 199^97 and $ 8.95 bn in 1995-96 against $ 4.98 bn 
n 1994-95. It is private transfers under invisibles and higher 
»pital inflows that have contributed to the bu ild-up of reserves, 
’rivate transfers were reportedly $ 10 bn in 1996-97, having 
isen steadily from $ 3.6 bn in 1993-94 to $ 6.2 bn in 
1994-95 and $ 7.5 bn in 1995-96. And net inflows on capital 
iccount at $ 9 bn in 1996-97 comprised sharply higher NRI 
'eposiu ($ 3.5 bn against $ 0.95 bn in 1995-%) and foreign 
nvestment ($ 5 bn against $ 4.14 bn). The larger part of 
oreign investment came in the fonn of portfolio flows ($ 3.8 
}n). Thus a substantial part of official foreign exchange 
^serves has come from volatile sources, namely, NRI depo- 
its ($ 17 bn) and portfolio investment by FIIs and also in 
Jebt instruments (S 8.5 bn). Even private transfers which 
lave boosted invisible receipts are vulnerable to changes in 
'IRI calculations about the Indian economy. 
Thegovemment'spicoccupation with the monetary implica- 
ions of the growing foreign exchange reserves is misplaced 
or a variety of rea.sons. In the first place, monetary growth, 
uound 16.3 percent per annum, has been far from cxce.ssive. 
Tie economy has seen growth of M3 of even 22 per cent 
n some years without any serious impact on prices. In any 
:asc, the money multiplier has been subdued because of low 
omestic credit expansion. Secondly, the rise in reserves owes 
nuch to the industrial slow down. A current account deficit 
>f about 2 per cent of GDP and an equivalent absorption of 
oreign capital to augment domestic investment should be 
considered iccessary and normal. In-stead, we are witnessing 
te sorry spectacle of capital inflows getting accumulated as 
eserves and being invested abroad. Net capital inflow is now 
ibout 2.6 per cent of GDP, but nearly two-thirds of it is going 
nto reserves build-up and not expansion of domestic 
vestment. Finally, given the present state of the economy. 


the market is likely to generate demand for only a part of 
the foreign currency inflow and the RBI has little choice but 
to absorb the rest. In any case, the RBI cannot but intervene 
in the market to prevent the rupee from appreciating and 
hurting exports. 

Against this background and in the present situation of an 
industrial recession and a general slow down of economic 
activity and low inflation, the government should worry less 
about the inflationary implications of monetary expansion 
and instead promote the use of bank and other institutional 
fi nance for production and investment. This in turn will create 
the economic environment in which foreign exchange assets 
will be productively deployed to augment investment in the 
economy. Instead, the authorities evidently favour liberalising 
foreign exchange outflows to offset the inflows and. as the 
Taraporc committee on capital account convertibility put it, 
relieve pressure “on the exchange rate and the foreign exchange 
reserves". The RBI has liberalised basic travel quotas and 
gift limits and pennitted donations for charitable, educational, 
cultural and religious purposes abroad. While the outflows 
on these counts may not be large immediately, they will open 
avenues of leakage of foreign exchange. More importantly, 
these measures smack of a very narrois perspective on the 
use of the country's foreign exchange resources. 

The banking system is currently flush with depose, but 
banks have been most reluctant to expand commercial credit. 
In 1996-97 total non-bxxi credit expanded by only Rs 26,580 
crorc or 37 per cent of incremental deposits (Rs 71.779croie). 
Even including investments in corporate bonds, debenturer 
and shares, total resource flow from banks to the commercial 
sector was no more than Rs .33,157 crorc, representing an 
incremental credit-deposit ratio of 46.2 per cent against 95 
per cent in 1995-96. Non-food credit this year up to July 4 
has shown a decline of Rs 2,242 crorc, as it did last year, 
and including inxestments in bonds, etc. total bank finance 
for the commercial sector would be a meagre Rs 300 crorc 
or so with another Rs 800 crorc going into fresh issues of 
commercial paper - out of an aggregate deposit expansion 
of Rs 15,843 crorc during this period. On the other hand, 
banks have increased their investments in government and 
other approved securities by Rs 21,693 crorc. Banks' strong 
preference fur treasury operations is evident from their sub¬ 
scribing as much as Rs 13,045 crorc for the Rs .''.000 crorc 
auction of six-year government stock with a cut-off yield of 
11.83 per cent. Banks have also been putting up Rs 4^00- 
5,0(X)crore in the RBI's three-day repo auctions and another 
Rs 2,000 erne for 14-day treasury bills, in addition to 
subscribing about Rs 600 crorc every week for the 9l-da>' 
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treasury bills. Thus about Rs IS.OOO crore 
of shoft-tenn funds are swirling around in 
the system - at a time when the industries 
in general and medium and small-scale units 
in particular are starved of bank credit. 
Clearly, it is necessary to bring about a 
paradigm shift in banking policies. 
Specifically, banks must be persuaded to 
achieve incremental credit-deposit ratios of 
at least 60 per cent by the end of I997-9S. 
The spur this would provide to tlie economy 
in general and industry in particular will 
enlarge the possibilities of productively 
deploying the foreign exchange reserves to 
step up domestic investment and production. 

MAHARASHTRA 

Disturbing Portents 

POLITICS abhors a vacuum. In a political 
milieu which abounds in issues clamouring 
for political space of any kind, there are 
emerging forces of all sorts which are 
capturing leadership. No matter what their 
antecedents, they are now seeking and 
acquiring legitimacy. Of course, it is not 
inevitable that a political vacuum will be 
filled by forces inimical to democratic 
traditions in civil society. But over the past 
decades the forces which have crystallised 
in the form of movements and coul d possibly 
acquire political space in the parliamentary 
sense have consistently chosen to operate as 
adjuncts to progressive mainstream political 
forces. The result has been control of 
parliamentary political spaceby forces which 
in another era would not have found legiti¬ 
macy among the people. 

The anest of Arun Gawli early this week, 
following the massive rally launching his 
newly-founded Akhil BharatiyaSena(ABS), 
is an indication of ferment of various kinds. 
Gawli’ s arrest came as a follow-up In a 
complaint by a journalist who was attacked 
and injured in Gawli’s stronghold. Dagdi 
Chawl in central Mumbai. While the arrest 
was, under any circumstances, the correct 
step, the BJP-Sena government jumped at 
thechanceofputting Gawli behind bars. For 
the state government it achieved several 
objectives. For rme it served to reiterate the 
state government’s and Bal Thackeray’s 
claim that the law and order situation was 
well under control. Secondly, for the Shiv 
Sena, badly in need of a chance to refurbish 
its image as upholder of press freedom (after 
its own various and often violent contre¬ 
temps with the press in the past), the chance 
to arrest Gawli on charges of obstructing and 
attacking a journalist was an unexpected 
bonus. 

Internally, prompt action with regard to 
Gawli has to an extent eased the tension 
within the Shiv Sena-BJP combine. Apart 
from the criticism directed at the home 
ministry, the BlPhas obviously found it hand 
to countenance some of the Sena’s actions 


- the ransacking of Congress MLA and 
leader ofthe opposition in the state legislative 
council Chha^ Bhujbal’shouseand Thack¬ 
eray's initial support of the outrage, the 
attempts to implicate Bhujbal in the statue 
desecration incident, among other things. 
Thackeray has been reportedly unhappy also 
about Gawii’s ABS being given permission 
to hold its rally by BJP's Gopinath Munde 
who is deputy chief minister and also home 
minister. 

Most importantly, however, Gawli’sarrest 
and the prompt steps to ensure that he is kept 
behind bars - the police have apparently 
registered a complaint from a former resident 
of Dagdi Chawl against Gawli for eviction 
which will come in handy if he were to be 
released on bail in the current case - are an 
indication of just how vulnerable the Sena’s 
base is, especially in Mumbai. Arun Gawli, 
the ganglord, is making rapid inroads into 
the Sena's base among the lower middle 
classes, especially the youth. The obverse 
of ganglordism after all is the offer of 
‘protection’ which facilitates access today- 
to-day services, whether it be daily rations, 
kerosene, school admi.ssions, etc. This 
‘welfare’ aspect, as it were, has been 
systematically sought to be underlined by 
Gawli as part of his image-change from 
ganglord to Gandhi-cap wearing ’neta’ .This 
is precisely how the Sena had successfully 
mobilised support decades ago, support 
which is now crumbling not so much be^se 
of Gawli as because it has not been able to 
deliverori its promises after comingto power 
in the state. At another level, there is evidence 
that Gawli’s ABS is also attracting datil 
youth, disenchanted with its own leaders 
and distanced from the Sena and the BJP. 
Gawli’s prompt action after the Ramabui 
Nagar riots - his financial ‘aid’ reportedly 
reached the alTected people well bcl'oro the 
government could effect its own 
disbursements and. even more importantly, 
Gawli’s mitthcr and other womenfolk spent 
‘teal’ time with the families of those killed 
in the police Tiring - was essentially a smart 
move to create an entry point into the dalit 
communities. It would not at all be surprising 
if large sections of a community caught in 
the machinations of an unfriendly 
government and more or less abandoned by 
its own incompetent and self-seeking leaders 
and for all intents and purposes by the 
Congress and the left parties would be drawn 
to the ABS. And the fact that the ABS^ is 
not averse to usi ng muscle power i n the same 
way as the Shi V Sena is not an inconsiderable 
attraction, especially in the face of a police 
force which appears to have been given a 
freehandbythestategovemmenttosuppress 
dalit dissent. 

The Sena-BJP govemmcni may be sitting 
pretty for the moment, but the situation is 
bound to change. While it is true that Gawli 
has not had time to consolidate the ABS as 
yet, he is known to have run the affairs of 


his gang from prison in the past. Brericing 
the ABS and ite growing influence will need 
much more than the arrest of Gawli, given 
the complex networksofinfluence operating 
in the underworld. The Sena then, it would 
appear, is in for a long siege and with neither 
the Congress nor the left parties in a position 
to effect significant changes, politics in 
Maharashtra, a state with a option of 
progressive movements, is likely to grow 
even murkier than it has been. 

CENTRAL SALES TAX 

States Bamboozled 

WHAT is it that prompted the state finance 
ministers to agree, by consensus, to consider 
bringing down the Central Sales Tax step 
by step from 4 per cent to 3 per cent and 
then from 3 per cent to 2 per cent? It is 
noteworthy that this agreement to consider 
scaling down the Central Sales Tax was 
evidently reached without the state finance 
ministers obtaining any commitment from 
the central finance minister to remove the 
hurdles that remain in the way of the 
introduction of the consignment tax. All that 
seems to have been agreed upon on the 
consignment tax is that its advisability and 
expediency have to be discussed further, 
presumably when the stale finance ministers 
meet again in October. The connection 
between the central sales lax and the 
consignment tax is simple. The levy of the 
latter has become necessary in order to plug 
the loophole in the central legislation on the 
Central Sales Tax which has made possible 
large-scale avoidance of the tax through the 
instrumentality of what has come to be known 
as cunsignnnent or branch transfer across 
state boundaries. 

It took the centre a long time and persistent 
effort on the part of the stale governments 
to be pcr.suadixl to take steps to amend the 
Constitution authorising the laah^ion of 
consignment transfers. Even after the 
Constitution was amended for the purpose, 
the centre has dilly-dallied for almost IS 
years to make the required changes in the 
central legislation. Though the states have 
protested repeatedly against the delay, the 
matter has been kept hanging on one pretext 
or another - lack of consensus, likely 
inflationary impact or even possible damage 
to inter-state trade and commerce - totally 
oblivious of the states' major argument that 
solongasthcOntralSalcsTax was retained 
on the statute book, it had to be made sure 
that it was fully enforced. 

Interestingly, even the state finance 
ministers did not envisage an abolition of 
the Central Sales Tax, only a gradual 
reduction in its rate. Whether the rate is 4 
per cent, as today, or is scaled down to 3 
per cent first and 2 per cent later, iu 
enforcement will not be fully possible until 
and unless the loophole of consignment 
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trantfen it pluggcid and plugged effectively. 
If the state finance ministers were still 
charmed by Chidambaram into agreeing to 
a reduction in principle of the rate of the tax 
on inter-state sales, what could this be 
attributed to except their conversion to the 
so-called Laffer curve effect that wkb rate 
reduction consignment transfers will vanish. 

The rationale offered, at the state financial 
ministeis' meeting, for the agreement to 
scale down the Central Sales Tax rate is that 
this is a necessary step to evolving a 
transitional mechanism for reform of inter¬ 
state rates of taxation to fulfil “the 
international commitment arising out of the 
Male Summit that all trade barriers between 
SAARC countries would be eliminated by 
2000". Did not anyone ask Chidambaram 
how reform of the inter-state sales tax was 
linked to any international commitment? Is 
taxation of sales for export not legally 
prohibitod?ln fact, sales forexport atecligible 
for exemption at not just the point of the 
actual transaction but two points before that. 
But obviously logic docs not prevail 
sometimes. 

ASSAM 

Growing Dissensions 

THE divisions within the five-party coalition 
government led by chief minister Prafulla 
Kumar Mahanta have started to take their 
toll. The withdrawal of one of the coalition 
parties, the Autonomous State Demand 
Committee (ASDC), from the government 
earlier this month and the decision of the 
Asom Cana Parishad (AGP) to expel one of 
its most senior leaders, Bhrigu Phukan. are 
manifestations of the developing tensions 
within the coalition. 

After over a year in power, Mahanta has 
failed to bring about any improvement in the 
political situation in the state since the 
Congress rule of Hiteshwar Saikia. The 
decision tohand overthe maintenanceof law 
and order in the state to the unified command 
system of the army, the police and the 
paramilitary forces has conveyed the 
impressionthat the government is not serious 
about addressing politically the long-pending 
demands of alienated groups such as the 
Bodos. The presence of the army, which has 
severely ero^ civilian rule in the state, has 
actually aggravated the insurgency problem. 
Ihe recent attempt on the life of the chief 
minister, alleged to be the work of the banned 
insurgent outfit, the United Liberation From 
of Assam (ULFA), highlighted the general 
sense of insecurity in the state. 

Moreover, Mahanta's excessive reliance 
on the army, reinforced by his decision in 
June to extend the unified command system 
for six months more, had its predictable 
repercussions within the coalition. The ASDC 
decided to opt out of the coalition, 
disillusioned with the tardiness of the 


government io handing over hs departments 
to the autemomous council of the Kaibi 
Anglong and the North Cachar hills regions. 
Mahanta’s dependence on the army is 
resented by the All Assam Students Union 
(AASU), as it is by a section within the AGP 
led by Phukan who see it as going back on 
the party's pre-poll promises, one of which 
had assured the withdrawal of the army. 
Phukan. who has cited the non¬ 
implementation of the pre-poll promises as 
the main ground for his deinand for the chief 
minister's resignation, had raised a storm in 
the party last December when he along with 
the education minister, BrindabanGoswami, 
had lobbied with home minister Indrajit 
Gupta and Congress leaders such as Sitaram 
Kesri for the repeal of the Illegal Migrants 
(Determination by Tribunals) Act which 
happens to be another of the AGP’s poll 
promises. Phukan's step had led the United 
People's Party of Assam, oneof the coalition 
members representing the Muslims, to 
threaten withdrawal from the government. 

Now. with the expulsion of Phukan. a 
rcpetilionofthel99l splitiniheAGPappears 
inevitable, though this tinte Mahanta has 
been shrewd enough todistribute party posts 
and ministerial portfolios to his own men 
and thus prevem Phukan from extending his 
influence in the party. Yet the irreconcilable 
demands of thecoalition partners, in addiuon 
to their growing impatience with Mahanta's 
pace of functioning, have belied the claim 
of a broad-based consensus that Mahanta 
has sought to project by recruiting support 
from diverse groups to his government. 

ARTICLE 356 

Full Circle? 

EVERYONE.inoroulof government, wants 
to do away with the emergency provisions 
enshrined in Article 356. Did not the 
Common M inimum Programme of the ruling 
United Front clearly commit itself to 
modifying the present provisions not only 
‘to reflect’ the recent court decisions on the 
subject, but also to ‘prevent the misuse of 
this Article'? In fact many of the political 
parties which arc partners in the UF as also 
several state chief ministers have in their 
respective manifestos and other depositions 
ad vocated radical changes in these provisions, 
including their total deletion. Among them 
the Left parties and their chief ministers have 
been prominent. 

That being the position, how is it thiU the 
I nter-State Council could not reach a gr eement 
on making some progress towards the 
objective everyone is agreed upon, namely, 
‘to prevent the misuse' of Article 356? It 
is a question to which an answer must be 
dcmsnded, especially from those quarters 
which have ben vociferous in their criticism 
of the manner in which resort has been taken 
to these provisions in the past Thesuspicion 


cannot be brushed aside that the immediate 
concerns of certain individuals and parties 
have been allowed to get the better of long¬ 
term considerations. 

The worst pan of the whole story is that 
the Inter-State Council appears to have 
altogether shelved the matter of revising the 
emergency provisions to some time in the 
indefinite ftiture instead of asking its standing 
committee to look into the matter further in 
the light of the views that were expressed 
at the Council’s meeting. After all, the 
standing committee had already done quite 
a commendable job in formulating the 
package of safeguards which could be 
incorporated in the Article and it could have 
been asked to deliberate a little more and 
refine its package of safeguards to reflect the 
consensus. Or is it that the wheel has come 
full circle and the consensus now is to retain 
the exi.sting provisions? That would be 
quite a commenuuy on the functiomng of 
Indian democracy in the SOth year of 
independence. 

HEALTH SERVICES 

Internationally loadable 

THE expansion of private health care in 
India, which has attracted much attention 
lately, IS only one indicator, relatively 
inconsequenti^ at that, of the large-scale 
restructuring of health services going on 
globally. And it would hardly be an 
exaggeration to say that it is in health services, 
more than in any other sector, that the impact 
of the integration of the developing econo¬ 
mies with the world economy is becoimng 
rapidly visible. There are of course the well 
acknowledged and increasingly well 
documented consequences of the adopboo 
of structural adjustment programmet and 
economic reform policies - a shrinking 
public health system, narrowing access to 
health care for the poor, distortions in the 
pattern of services such as, for instance, a 
rapidly growing hi-tech medicare which in 
Older to break even prompts unnecessary 
lechnologising of health care, and so on. But 
another and more wide-ranging effect it 
the change being effected in the terms of 
globalisation of health care through trade in 
health care services. 

According to a recent background note by 
the UNCTAD secretariat on internatioaal 
trade in health services, not only are 
developed countries viewing trade in health 
services as a means of making better me of 
the resources they have created and the 
industries which have come up around them 
for which they need an expanding market, 
but devdopingcountria are regarding health 
care services as tradable in an international 
market to gentrue funds for stieaigihiauig 
and upgrading theirnational health a ervacea. 
Developed coumnes have drawn oediGd 
per s onn el from devetepingcoBinrienortaff 
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tbeir hospitals and health care institutions. 
At the same time this has encouraged a ‘brain 
drain’ from the developing countries. 
According to the report’s estimate, 
developing countries supply S6 per cent of 
all migrating physicians and receive less 
than 11 percent. Some countries such as the 
UK have both inflows (especially from 
African and Asian countries) and outflows 
(to the US). 

What is particularly to be noted is die 
expanding boom in the health service market 
in Asian countries including India. Although 
most countries have subjected foreign 
investment in the health sector to severe 
restrictions, there are several areas where 
foreign participation is being encouraged ~ 
forexample, hospital management companies 
have m^ significant inroads as partners 
with local participants. Several countries 
have opened the health insurance market to 
foreign capita] and companies; Brazil was 
the latest to do so a couple of months back. 
Managed care or health maintenance 
otganisations.comprisingindividiial medical 
practitioners and offering comprehensive care 
at ‘minimum cost’ are also entering several 
developing country markets. Although 
ostensibly the reason for opening (he health 
care market to foreign participation is 
reduction of costs, this has not, the report 
points out, materialised as yet. 

East Asian countries - Thailand, 
Singapore, Malaysia and Taiwan - have 
become big exporters of health care services 
through independent corporate entities such 
as Singapore’s Raffles Medical Group and 
Parkway Group. 'The latter, originally 
property developers, bought over Singapore's 
premier hospital, Mt Elizabeth’s, and are 
currently the biggest investment group i n the 
field of health care in Singapore and one of 
the largest in Asia. The group’s international 
‘brand’, Gleneagles International,is currently 
setting up joint ventures in Malaysia. Indone¬ 
sia, Sri Lanka, India and (he UK. Not 
surprisingly, these countries have also 
become centres of high quality medicare 
attracting patients from across Asia and 
Europe. Quite apart from the fact that all this 
leaves the poor/rclativciy poor untouched, 
there are already other distortions setting in 
as a result, partly at least, of allowing the 
market to determine priorities. In Thailand, 
the growing demand for such high-priced 
medicare led to the constniction of some 140 
hospitals in Bangkok with three times as 
many beds as needed. Strategies are now 
to be worked out to attract patients and 
staff. 

It is significant that many cnunirics have 
recognised these new trends and have evolved 
various monitoring mechanisms and 
guidelines for this sector. In India the state 
health authority continues to labour under 
the mistaken impression that the pri vatetKCtor 
mhealth care hi^y exists. As a consequence, 
we havethe phenomenonof a rapidly growing 


corporate tnedicafe sector not bound by any 
significant legislation nor monitored by dlhtf 
the state or any independent authority. Such 
wilful blindness can only lead to disaster in 
the context of these new developments. 

NATO 

Real Meaning of 
Expansion 

James Petras writes: 

THE admission of three former members of 
the Easteni bloc into NATO was described 
by president Clinton as “a very great day not 
only for Europe and the United States, not 
simply for NATO but indeed for the cause 
of f^r^om in the aftermath of the C!old 
War". Behind the euphoric rhetoric of the 
NATO leaders and their supporters in the 
mass media {El Pais in Spain, The New York 
Times in the US) there is another reality of 
power politics, economic profits and 
hegemonic domination. 

Washington’srejectionofFrance’sattempt 
to increase European influence in the 
command structure of NATO was a prelude 
to Clinton dictating the terms for new 
members of NATO; the three new members 
(Hungary, Poland and the Czech Republic) 
are US clients; the rejected candidates 
(Romania and Slovenia) are French and 
German clients. The real meaning of the 
‘expansion of NATO’ is the extension of US 
hegemony to central-eastern Europe. With 
(he US in command that means military 
bases and deep penetration of the military 
and security systems of those countries. 

Secondly, through US domination of 
NATO, the new members will be pushed to 
accelerate the ‘free market reforms' and 
increase the opportunities for western 
multinational corporations. NATO military 
forces will back the regimes administrating 
these ‘unpopular measures' - strengthening 
the repressive arm of the state. 

The US CongressionttI Budget Office 
predicts the total cost of NATO enlargement 
at about $ 123 bn over 13 years with 
Washington payingonly $ 19 bn.That means 
eastern and western Europe will have to pay 
85 per cen( of the cost, or $ 106 bn. At a 
time of large-scale unemployment and cuts 
in social budgets in east and west Europe 
this is likely to lower living standards and 
provoke greater social unrest. The new 
members of NATO in east Europe will'tiave 
to increase their military spending to be on 
the same footing with thdr western part¬ 
ners. US arms manufacturers are the biggest 
supporters of NATO expansion and will 
be the principal economic beneftetaries. 
The presidentoftheUScommitteetoexpand 
NATO, Bruce Jackson, is also the director 
of Lockheed Martin Corporation, the world’s 
best weapons maker. Entering NATO means 
buying US weapons. The potential market 


for fighter jeu alone is $ 10 bn. Hungaiy 
will increase its military spending by 33 per 
cent, Poland by 20 per cent and the Cx^ 
Republic by a similar percentage. 

By shifting from one power bloc (Warsaw 
Pact) to another (NATO), the eastern 
European countries will deepen theirclientele 
relations - a process of re-sateiiisatioa. 
Vaclav Havel, Gyula Horn and Aleksander 
Kwasniewski, the rulers of Czech Republic, 
Hungary and Poland, have undermined the 
independence of their countries with a 
hypocrisy and cant reminiscent of the 
previous Soviet clients. 

The expansion of NATO almost to the 
border of Russia means that the US missiles 
will be only seconds from their mqjor cities. 
The military forces are a major security 
threat to Russian internal and external policy. 
NATO encirciement means that Russian 
policy will be pressured to conform to 
Washington’s dictates. The enlargement of 
US hegemony opens the door to the de facto 
extension of USinfluenceinthe Ukraine aixl 
Baltic Republics through the existing client 
regimes. It is likely that the increased NATO 
threat will sooner or later lead to the further 
subordination of Russia to the west (under 
Yeltsin or his replacement)and, on the other 
hand, the elaboration of a new Russian 
defence policy capable of countering 
NATO’s advance. 

The expansion of NATO means an increase 
in votesandnumbersfortheUS. Washington 
can now count on the votes of its new eastern 
client members in deepening western 
Europe’s subordination to its dictates. The 
inclusion of the three new members is as 
much directed at neutralising west Europe 
within NATO as it is at increasing US 
encirclement of Ru.ssia. 

The growth of US power has been 
signiflcantly aided by Spanish politicians. 
Javier Solano has played an active role in 
implementing Wa.sbington’s policy in 
Bosnia. US policy-makers hailed Aznar’s 
decision to do what France would not and 
join the NATO military structure. Thus, US 
hegemony within NATO has been 
strengthen^ at theexpenseofEurope (hanks 
to Spanish and eastern European servility. 
That is the real meaning of the 'enlaigemem 
of NATO’ and let’s not forget the billion 
dollar military contracts going to US arms 
merchants. 

In the future, given the increase in mill-' 
tary expenditures and decline in social 
programmes, NATO armed forces may be 
very busy, not fighting external enemies but 
the rebellious domestic pqxilstiondefendiiig 
tbeir living standards and resisting foreign 
military encroachments on their democratic 
freedom and political independence. 

After the official celebrations end, it will 
be the pe^le who pay for Ute bnAen dishes 
and tiM jet flghtv ^anes and tanks that 
replace the building of schools, hospitals 
and factories. 
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CURRENT STATISTICS 


£PH'ReMarch FowHiatfoa 


1996-97 1995-96 1994-95 1993-94 


ihTTf t >|t n i irt ht|h 'Ttr-Tt*nt*r —rf'TTfmrrtlttrT't-r— rn I— liiftit«ltr-irThH-^)T~r**“‘‘-r*'*‘*f '''*‘~*‘^r**~*‘*~"]* ~]’**‘T(r* ‘irlhir*frit y iii n frfrn|nmi 
lalbepoM-nfii(mpciiod,cMqi(fDriili|iitiiii|iiDveiiieailalheiiMreofclaciioiiic(padi.TliedecliDeiiioitlnpofUby>.9percai(>vcr ApfU-May 1996 h« beta daetodK 
Ml iBfMiil peMiieimi iKicet niher rtiM my declina la voivnie. 

Macroeconomic Indicators 


lata Nnoilwni of WfeokMie 
Prictf (1981-82 « 100) 


All Conunodkiei 

Prinaiy Article* 3Z3 335.6 1.4 4.0 7.2 1.8 4.8 7.0 5.4 12.7 11.5 

Food Articlet 17.4 384.8 2.2 5.2 10.8 1.8 6.1 9.6 9.8 11.9 4.4 

Non-Food Article* 10.1 335.6 0.3 2.3 2.2 2.2 3.4 3.5 -1.9 15.5 24.9 

Fuel. Power. Liglrt and Lubricanu 10.7 349.2 * 8.4 13 .3 1.2 9.1 16.9 3.7 2.4 13.1 

> ManufKtured Producu 57.0 3I4.S 0.2 4.3 3.6 1.5 2.0 4.9 5.0 10.7 9.9 

I Food Producu 10.1 320.4 0 9 10.7 3.8 3.7 6.9 14.1 -0 7 8.1 I2J 

Fbod Index (computed) 27.5 361.1 1.7 6.9 8.5 2 4 6.4 11 1 6.3 10.6 7.0 

I All Coflimodilie* (Averafe Basis) 

(April 5-July 5. 1997) 100.0 323.2 - 6.6 6.3 6.0 4.8 6.4 7.8 10.9 8.3 


WeighU 

July S. 

■■■■■ 

■■ 



1997 


iMrTi'ira 


0.6 

4.7 

5.8 

1.5 

3.6 

3Z3 

335.6 

1.4 

4.0 

7.2 

1.8 

4.8 

17.4 

384.8 

2.2 

5.2 

10.8 

1.8 

6.1 

to.i 

335.6 

0.3 

2.3 

2.2 

2.2 

3.4 

10.7 

349.2 

* 

8.4 

13.3 

1.2 

9.1 

S7.0 

3I4.S 

0.2 

4.3 

3.6 

IS 

2.0 

10.1 

320.4 

09 

10.7 

3.8 

3.7 

6.9 

27.5 

361.1 

1.7 

6.9 

8.5 

24 

6.4 

100.0 

323.2 

_ 

6.6 

6.3 

6.0 

4.8 


Coat of Living Indicca 


Latest _ Variation (Per Cent): POint-to-Poini _ 

Month “SvelF Over 12 Months Fiscal Year So Far 1996-97 1995-96 1994-95 199^94 
Month Latest Previous 1997-98 1996-97 




1 0.3 

2.8 

7.6 

7.0 

1 -1.5 

2.5 



9.9 

8.3 

III 

11.2 


Money and Banking (Rt crore) 

June 20. 

Variation 





1997 

Fiscal Year So Par 





Over Month Over Year 

1997-98 1996-97 

19%-97 

1995-% 

1994-95 


Money Supply (M^ 729572 

Currency with Public 144399 

Oepotiu with Banks 579824 

Net Bank Credit to Govt 306443 

Bank Credit to Comml Sector 375245 

Net Foreign Exchange Assets 111304 

Reserve Money (July 4) 209179 

I Net RBI Credit to Centre (July 4) 127379 

I RBI Cmlit to BksIComm Sea (July 4) 13264 

I Scheduled Commercial Banks (July 4) 

; Deposiu 521442 

I Advances 277460 

I Non-Food Advances 268562 

I Investments 212206 


I Index Number* of Industrial March 

; Production (1980-8UI00) Weights 1997 


9592(1.3) 

694(0.5) 

7011(1.2) 

3249(1.1) 

-470(-0.1) 

7594(7.3) 

82(neg) 

705(0.6) 

645(5.1) 


104818(16.8) 

17265(13.6) 

88920(18.1) 

31482(11.4) 

35648(10.5) 

27231(.32.4) 

15468(8.0) 

-n581(-8.3) 

398(3.1) 


29390(4.2) 

11966(9.0) 

15313(2.7) 

17626(6.1) 

-I09<aeg) 

8390(8.1) 

9135(4.6) 

6677(5.5) 

12 ( 0 . 1 ) 


20747(3.4) 

8877(7.51 

8499(1.8) 

17182(6.7) 

-505l(-1.5) 

1932(2.4) 

-746(-0.4) 

20192(17.0) 

•159»4<-55.3) 


%176(I5.9) 
14175(12.0) 
82106(170) 
31039(12 0) 
30705(8.9) 
20773(25.3) 
5588(2.9) 
193541.6) 
-lS5.57(-54.0) 


72581(13.7) 

17577(17.5) 

55043(12.9) 

35359(15.9) 

5I926<17.7> 

3109(3.91 

25176(149) 

19855(20.1) 

8747(43.6) 


97019(22.3) 

18380(22.3) 

77781(22.2) 

18501(9.1) 

54949(23.1) 

24420(44.7) 

30610(22.1) 

2130(22) 

8067(67.2) 


37.35(0.7) 77589(17.5) 15843(3.1) 10034(2.3) 7I779<I6..5) 46961(12.1) 71726(22.8) 

-21l<-0.l) 24368(9.6) -94I{-0,3) -923{-0.4) 24387(9.6) 42455(20.1) 47144(28.7) 

oa 27091(11.2) -2242(-0.8) -2753(-l. I) 26580(10.9) 44938(22.5) 45776(29.8) 

3487(1.7) 43091(25.5) 2169.3(11.4) 4333(2.6) 25731(15.6) 15529(104) 16731(12.6) 


_ Fiscal Year Averaaes _ 

1996-97 1995-96 1994-95 1993-94 1992-93 1991-92 1990-91 1989-90 


General Index 100.00 

Mining and (Juanying 11.46 

ManulKluring 77.11 

Electricity 11.43 


Capital,Market 


BSE Sensitive Index (1978-79=100) 
BSE-100 (1983-84=100) 

B5E-200 (1989-90=100) 

NSB-50 (Nov 3. 1995=1000) 

SkaxiiB CDR Index (Apr 1.5. 1994=100) 


Foreign Trade May 


100.00 342.7 302,2(6.7) 283.2(11.6) 25.3.7(9.4) 232.0(6,0) 218.9(2.3) 213.9(0.6) 212.6(8.2) 196.4(8.6) 

11.46 344.9 270.5(1.2) 267.2(7.4) 248.8(7.5) 231.5(3.5) 223 7(0.6) 222.5(0.6) 221 2(4,5) 211.6(6.3) 

77.11 336.0 299.4(8.0) 277,2(13.0) 245.4(9.8) 223.5(6.1) 210,7(2 2) 206.2(-0.8) 207.8(9.0) 190.7(8.6) 

11.43 .385.4 .352.9(3.8) 340 1(8,1) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8.5) 236 8(7.8)219.7(10.8) 


July 17. Month 
1997 Ago 


4194(12.68) 4088 
1822(7 81) 1749 
405(6.02) 389 
tl8K6..59) 11.39 
77.89(-3.17) 81.24 


Tnaigh Peak Trough Peak 


3722(9.%) 3427 4405 
1690(7.64) 1489 1905 

382(6.70) 333 421 

1108 970 12.39 

80,44(-.3.43) 67.33 8.3..30 


.336l(-0.2) 

I464(-S.5) 

328(-5.0) 

na 

7Z76(-7.3) 


1997 1997-98 1996-97 1996-97 1995-% 1994-95 1993-94 1992-93 


3367(3.3) 3261(-I3.7) 
t549(-3.5) i606(-l2Z) 


345 (-6.3) 

na 

78.53(07) 


368(-l8Z) 


10251 I9345(-l.2) I9573<27..3) 117.525(10.5) 106353(28.6) 82674(18.5) 69751(29.9) .536«(21.9) 

2862 .540l(-4.4) 5653(15.5) .33106(4.1) 31797(20.8) 26330(18.4) 22238(20.0) 18537(3.8) 

11502 22362(0.4) 22284(30.7) 136844(11.6) 122678(36 3) 89971 (23.1) 73101(153) 63.375(32.4) 


Exports: Rscrore I02SI 19345 (-1.2) 19573(27 .3) 

USSmn 2862 .540l(-4.4) 5653(15.5) 

Imports: Rscrore 11502 22362(0.4) 22284(30.7) 

USSmn 3211 6244 (-.3.0) 6436(18.6) 

Non-POL USSmn 24% 4850 (2.1) 4751(17.2) 

Balance of Trade: Rscrore -1250 -3017 -2711 

USSmn -349 -843 -783 


.33106(4.1) 31797(20.8) 26330(18.4) 22338(20.0) 18537(3.8) 

136844(116) 122678(36 3) 89971 (23.1) 73101(153) 63.375(32.4) 

38548(5.1) 36678(28.0) 286.54t229) 23306(65) 21882(12.7) 

2893l(-I.O) 29214(28.5) 22727(29.3) 17552(11.2) 15782(12.3) 

-I93I9 -16325 -7297 -3350 -%87 

-5442 -4881 -2324 -1068 -3.345 



1996-97 1995-% 1994-95 1993-94 


Rscrore 

USSnw 


90753 62999 80375 2612 27754 10378 4273 21649 -7.302 18402 27430 

25455 17750 22369 826 7705 3086 624 5243 -.3690 .5640 8724 
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COMPANIES 


Bcwwch F«widirttMi 


IflNDUSTAN LEVER 

Brand Extension 

HINDUSTAN LEVER, a put of the Unilever 
group, has pdfonned well during the yeu 
ended Deounber 31.1996. This divefsified 
oompuiy is engaged in the production of 
soaps, synthetic detergents, personal 
ptodu^ tea, coffee, ftoien dessM and ice- 
creanu, processed triglyceridei/hydrO' 
genated oils/vanaspati, dairy products, 
canned and processed fruits aitd vegetables, 
speciality chemicals, sodium tripdyphos- 
pbate, dianunonium phosphate, animal 
feeding stuffs, etc. Among these, a majority 
of the food prodt^ were added to the 
cmnpany’s pr^olio during the yeu under 
review due to the amalganution of Brooke 
Bond Lipton India. (The company issued 
nine shata of Hindustan Lever for every 20 
shares of Brooke Bond India.) 

The migor contributors to the company’s 
revenue include soaps (26.2 per cent), 
synthetiedetergenu (18.1 per cuU), lea (17.3 
pu cent), persi^ products (9.6 per ceitt) 
and pnxxssed tri^ycerides/hydrogenated 
oilsfvanaspati (7.3 per cem). 

The company notched up a 73 per cent 
increase in operating profit following a 96 
per cent rise in net sate over 1995. Ctepite 
ste^ increases in imerestchuges(up 182.9 
per cent), depreciaiicm provision (up 134.1 
pu cent) arid uu provision (up 44.8 per 
cent), the company earned a 37.8 pa cent 
hidier net profit. 

The company’s exports rose by 20.7 pa 
cent to Rs 638.8 crore while its imports 
dipped by 41.1 pa cent to touch Rs 240.S 
crore during the yeu unda review. The 
company follows the strategy of exporting 
value added products. The company is also 
emphasising tea exports and, with this in 
view, is setting up two 100 pa cent export- 
oriented units at Cochin and Calcutta to 
service the increasing demand. The com¬ 
pany’s instam tea plam at Elah achieved 65 
pacent capacity utilisation in the very first 
yeu of its operations. 

Witheamiiigspashaie rising fitmiRs 10.8 
last yeu to Rs 13, the company decided to 
raise the dividend rate from last yeu’s level 
of 100 pa cent to 125 pa cent Book value 
edged up from Rs 55.9 pa share to Rs 58.7 
pa share. 

Meanwhile, the restructuring of businesaes 
between Hindustan Leva and Hindustan 
Leva Chemicala (HLC) was complaed 
during the yeu and involved the aomisidoo 
of the detergents business of HLC by 
Hindustan Lew and the sale of the bulk 
chemicals and fertilisers businesses of 
Hindustan Leva to HLC 

Hindustan Lever is now reportedly 
plaiming to hive off its Rs 300 crote-phrs 
special chemicals diviskm to lO, follov^ng 
hs parent company Unileva Pic’s decision 
to m off its chenucals businesses to KT Pk 
for US $ 8 bn. 

Hindustan Leva now phms to launch a 
new range of ‘Lux’ bet^ shampoos in 


India soon. TMsmgjor brand extension exa- 
dse is likely to ^ve a new turn to the 
company's ongoing wu with Procter and 
Gamble for the ow Rs 350-cioie hair cate 
market Althougl Hindustan Leva is the. 
reigning leada in this segment with a marfca 
ahrue of 45 pa cent H has been hard put 
to maintain its position following the 
lautKhingofPandG’s ‘Panlene’ whi^has 
reportedly already captured a marka share 
of around 10.6 pa ceM. 

Meanwhile, retailers and distributors in 
Keralahave reportedly boycotted Hindustan 
Leva’s ‘Lifebun^’ a^ ‘Lux’ soaps in abid 
to gethighainde margins from iheoompany. 
Koala accounts for about one-third of the 
company’s total soap sate in the country 
and this could affea the company’s overall 
tumova. 

The company’s share, meanwhile, quotes 
at around Rs 1,080 on the bourses, 
discounting its 19M earnings pa share by 
a phenomoul 82.9 tima. 

MOTOR INDUSTRIES 

Margins under Pressure 

Mota Industries (MICO). the country’s 
largest auto ancill^ nnanufactuta and a 
part of the Bosch group of companies, earned 
a 14.1 pa cent hlgha na p^i on a 27.4 
pa cent higha na sate during 1996. The 
compmy is engaged in the ms^aclure of 
fuel injection equipment, spares and 
components, spark plup, auto electricals, 
hydraulics and pneumatic equiprrtent, 
poitablee)ectricpowatoais,special purpose 
machines, toots, gauges, jigs and fixtures. 
The majrx contributors to the company’s 
revenue iiKlude fuel injection equipm^ 
and their spates and components (83.1 pa 
cent), spark plugs (6.1 pa cem) and auto 
electricab and thrir spara and components 
(1.9 pa cent). 

While the company’s operating profit 
improved by 14.4pacemin 1996, na profit 
inaeasedl^ 14.1 pa cent despite ste^ in¬ 
creases in interea charges (up 43.8 pa cem) 
and depreciation provision (up 32 pa cem). 

The company’s exports increased by 47 
pa cem and imports rose by 15.8 pa cent. 
Earnings pa dim improved from Rs 138.2 
(face value Rs 100 pa share) to Rs 157.7, 
while book value clindred from Rs603.8 pa 
share last yea to Rs 737.5 pa shoe. The 
company declared a higha dividend of 22 
pa cem comp ar ed to 20 pa cem in the 
previous yea. 

Howeva, despite the seemingly go^ 
performance of the company, its roaigins 
have come unda piessure. While operating 
profit margin fdl from 23.9 pacem in 1995 
to21.5pa cem during 1996, the crniqrany’s 
gross profit margin declined from 24.1 pa 
cem to 21.8 pa cent. Na profit margin loo 
fell from 6.3 pa oem to 17 pa cem ova 
the tame period. 

The company reoemly added engine oils 
to its trade-produa portfolio and these have 
reportedly received enrouraging response. 


'Though demand for the coriqwiy’s otha 
products from original equipment 
nuumfactuias was strong, the company 
admits Out recem devetojxncM inacate 
tlwt the growth rates ate unlikely to be 
sustained in the future. 

MICO invested in sophistiemed 
communication technology inchidiog radio 
and VSAT links in orda to inlMrate its 
business opoatioru nationally and alto to 
support export activities. The c o mpa n y also 
plans to idc^fy more areas for andllarisstiai 
in orda to optimise available capita] and to 
use the cost advantages of its numerous 
small scale potim. The company clatms 
tha it is continuing iu efforts to substitme 
imports with local supplies of its products 
on an ongoing basis. Howeva, while31 pa 
cem of the company’s previous yea’s raw 
nutcrial requirements were imported, thit 
percentage has risen to 36 pa cem in the 
yew unda review. 

MICO’s research anddevelopmemefforts 
have reportedly resulted in reduction in fuel 
consumption and emissioo of diesel engines, 
improved driveability and comfort, 
developmem and application of products for 
local and export markets and foreign 
exchange uvingulhrough indigenisatton. It 
now plans to direct its future R and Deffotts 
towards designing and developing deciroo- 
ic. diesel and petrol fuel injectioo systems 
with the obj^ve of reduaioo in both 
emission and file] consumption; (Irrigning 
and developing cost-effective fuel iigectioo 
systems for export markets and wido^ the 
range of ptothictt fa exports. 

Meanwhile, the company surtendoal 
the land at Savli, nea Baro^ which was 
alloUed toil by the Gujarat Industrial Corpo¬ 
ration, as it was found unsuitable. 
SubsemKmly.itemaedimoaMoaofandum 
of Undenund-ing with the govonsnem of 
Rajasthan to sa up facilities nea Jaipur fa 
the maimfacture of auto andllasi^auto 
components including fuel iiyection 
equipment. 

The company’s slock cwrenily quotes M 
around Rs6,000on the bourses, discouteng 
its 1996 eaniings pa share by 38.1 times. 

GARWARE POLYESTER 

Fall in Sales 

Garware Polyeata is engaged in the 
manufacture of polyester film, mcrallised 
film, polyeMa chips and diaaeihyl tete- 
phthalste. The company seems to hav e fared 
poorly during the ended De c emba 31. 
19M. Thou^ the two yean 1995 and 1996 
are nm strictly conqiatable as the compaap's 
financial yea cndol Decemba 31, 1995 
bepn only on April 1, 1995 (tune-momh 
pe^). even if one goa by the aonuaiised 
percentage figures, the compamy’s 
petfamanoe is ^shearteakig. 

While na sate fell by 30 pa cent (al 
percentages are on an ammalia^ baais) and 
value of production declined by 20 pa oeat 
ovaihe 1995.thccampany’sopa«tiag|mifil 
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TW Week's 


(KsUM) 


Bnandal Indicaton 

Hlnduatan 

Lever 

Motor 

ladMirles 

Garwnrt 

Potvestar 


Dec 

1996 

Dec 

199S 

Dec 

1996 

Dec 

199S 

Dec 

1996 

Dec 

1995* 

lacome/appropriaUaiis 

1 Net sales 

660011 

336695 

106099 

83316 

22582 

24478 

2 Value of production 

661532 

345728 

106586 

84298 

24636 

23094 

3 Other income 

10851 

6078 

2049 

2391 

376 

214 

4 Total income 

672383 

351806 

108633 

86689 

25012 

23308 

5 Raw materials/stores and 

266140 

1S0042 

36320 

28318 

12655 

10933 

spates consumed 

6 Other manufacturing expenses 

201206 

97283 

15664 

10514 

2187 

1479 

7 Reinuiieration to employees 

38S0S 

19865 

19644 

16182 

1217 

891 

8 Other expenses 

95585 

43610 

14243 

11782 

4022 

4155 

9 Operating profit 

70947 

41006 

22764 

19893 

4931 

5850 

10 Interest 

5700 

2015 

1876 

1305 

2053 

1951 

11 Gross profit 

65031 

40345 

23134 

20088 

3042 

3905 

12 Depreciation 

5526 

2361 

10994 

8330 

1553 

1073 

13 Profit before tax 

58210 

37984 

12049 

11758 

1489 

2832 

14 Tax provision 

19255 

13300 

60S0 

6500 



15 Profit after tax 

38955 

24684 

5999 

5258 

1489 

2832 

16 Dividends 

37901 

16292 

913 

837 

333 

341 

17 Retained profit 

UabUitki/asacts 

1054 

8392 

5086 

4421 

1156 

2491 

18 Paid-up capital 

19917 

14584 

3805 

3805 

1699 

1138 

19 Reserves and surplus 

96993 

67001 

24255 

19169 

21737 

10752 

20 Long-term loans 

21231 

11673 

5622 

3388 

25928 

17647 

21 Short-term loans 

4774 

4348 

1818 

3453 

5978 

7030 

22 Of which bank borrowings 

4624 

4348 

1818 

3453 

4926 

6246 

23 Gross fixed assets 

104812 

63873 

81058 

64567 

49560 

40102 

24 Accumulated depreciation 

32641 

24316 

54320 

43862 

8596 

7523 

25 Inventories 

90412 

68471 

11942 

11110 

8276 

8755 

26 Total assets/liabilities 

287894 

185565 

62553 

545^ 

63598 

50212 

MtoccUaneoas Items 

27 Excise duty 

51995 

40794 

10262 

9833 

3267 

3347 

28 Grrrss value added 

I0276I 

61811 

47737 

39135 

6380 

6752 

29 Total foreign exchange income 

68147 

55699 

14483 

9838 

9056 

7534 

30 Total foreign exchange outgo 37973 

Key financial and perfarinance ratios 

49822 

20135 

16412 

15448 

16174 

31 Turnover ratio 

(sales to total assets) (%) 

229.25 

181.44 

169.61 

152.68 

35.51 

48.75 

32 Sales to total net assets (%) 

461.82 

344.95 

298.87 

279.44 

40.80 

66.94 

33 Gross value added to 

gross fixed assets (%) 

34 Return on investment 

98.04 

96.77 

58.89 

60.61 

12.87 

16.84 

(gross profit to total assets) (9b) 

22 59 

21.74 

36.98 

36.81 

4.78 

7.78 

35 Gross profit to sales 

(gross margin) (%) 

9.85 

11.98 

21.80 

24.11 

13.47 

15.95 

36 Operating profit to sales (%) 

10.75 

12.18 

21.46 

23.88 

21.84 

23.90 

37 Profit before tax to sales (%) 

8.82 

11.28 

11.36 

14.11 

6.59 

1137 

38 Tax provision to 

profit before lax (9E>) 

33 08 

35.01 

50.21 

55.28 


- 

39 Profit after tax to net worth 

(ictum on equity) (%) 

33.32 

30.26 

21.38 

22.89 

6.35 

23.82 

40 Oivideud (%) 

125.00 

100.00 

24.00** 

' 22.00** 

20.00 

30.00 

41 Earning per share (Rs) 

13.03 

10.75 

157.66 

138.19 

8.76 

24.89 

42 Book value per share (Rs) 

58.70 

55.94 

737.45 

603.78 

132.17 

95.82 

43 P/E ratio 

82.88 

79.50 

38.06 

52.47 

6.39 

6.1S 

44 Debt-equity ratio 

(adinsied for revaluation) (%) 

18.16 

14.31 

20.04 

14.73 

115.47 .461.84 

to invenroriei (%) 

5.11 

6.35 

15.22 

31.08 

59.52 

71.34 

46 Sundry creditors to 

sundry debtors (%) 

741.29 

445.83 

158.54 

190.08 

153.24 

292.09 

47 Total remuneration to employees 

to groN value added (%) 

37.47 

32.14 

41.15 

4IJS 

19.08 

13.20 

48 Total remuneration to employees 

to value of production (%) 

S.82 

5.75 

18.43 

19J0 

4.94 

3.86 

49 Gross fixed assea farmaiioa (%) 

64.09 

15.82 

25.54 

27.12 

2338 

6235 

SO Growth in inveMoties (%) 

32.04 

26.28 

7.49 

39 JO 

-547 

1536 


- means not sveilable. * means luiie-iiionlli period. **ffleaas(iKevaliielslU lOOpersliase. 


fell by 36.8 per cent ud net profit feU by 
60.6 per cent. Conuquently. earnings per 
share dropped from Rs 24.9 to Rs 8.8 and 
the comity slashed the dividend rate 
from 30 per cent to 20 per cent Book value 
moved up from Rs 9S.8 per share to 
Rs 132.2 per share during the same period. 
However, this was more due to the 
company’s rights issue rtfher than any 
increase in profitability. Garwaie Polyester 
issued rights shares in 1996 in order to 
finance its third film line with a capacity 
of 9,000 mts per annum (which was set up 
in the previous year) and the two new plaiM 
(altea^ operational). Consequently, its 
equity capital has moved up from Rs 11.4 
croie to Rs 17 crore. 

While production of polyester film 
increaied from 13,254 metric tonnes (mts) 
to 13,933 mts, registering a rise of 5.1 per 
cent, sale of the same was lower at 12,962 
mts as compared to a sale of 13,115 mts 
during theprevious year(down 1.2per cent). 

There was an explosion in the company’s 
polyester film plant at Chikalthana 
(Aurangabad) in December 1995 when the 
plant was extensively damaged. Although 
the company had earlier claim^ that the unit 
would be restored in a short time, it has now 
concluded that the plant is irreparable and 
has filed the necessary insurance claims. It 
has already received an ‘on account’ pay merit 
of Rs 40 crore out of the total claim of Rs 85 
crore filed by it. This accident, which ripped 
apart the chilling room, had forqed the 
company to junk one unit and relocate the 
second. 

The company claims that the fall in sales 
was due to the late start up of its two new 
polyester film plants coupled with the 
suspension of production of the damaged 
polyester film line. 

llie company’s main raw material include 
dimethyl terepthalate (DMT), purified 
terephthalic acid (PTA) and monocthelene 
glycol (MEG). While the import content of 
the total raw material consunml by the 
company last year stood at 43 per cent, this 
has gone up sharply to 77 per cent during 
the year under review. 

The company’s efforts at research and 
development, it claims, have lesulted in a 
steady supply of innovative speciality 
products like low haze super clear film, 
white op^ue film, etc, which have helped 
it maintain its leadership position in the 
domestic and international market as the 
products have been well received in these 
markets. 

Meanwhile, the DMT project with 60,000 
mu per annum capacity, being impiemented 
by Garware Chemicals, is reportedly 
progressing as per schedule and production 
of DMT is expected to commence by the 
third quarter of 1997. A Memorandum trf 
Understanding hat been signed with 
Sumitomo Corporation of Japan under 
which the Jimanese company will invest/ 
arrange for $ 10.4 mn to part finance the 

ptpi^. 

The company’s share presently quotes M 
uound Rs 56 on the bmirtes, luscoundng 
lU 1996 earnings per share by 6.4 times. 
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One Country and Two Prosperities - 2 

One Phenomenon and Two Languages 

GPD 


The semantic exercises the Chinese engage in are fascinating. They 
used the characters hui gui (meaning 'regression*) for what has 
happened to Hong Kong. It was a reminder that this was no British 
generosity, no act of ‘returning ’ on their part. The cunning of History 
has worked out the hui gui of Hong Kong. 


THERE are certain amusing things in Hong 
Kong’s return to China. One does not know 
what word to use though. The Chinese used 
the characters hui gui for Hong Kong. They 
mean ‘Regression’. The ‘return’ of a thing 
might suggest that the British returned Hong 
Kong to the Chinese. ‘Regression’ instead 
would suggest accrtain history working itself 
out. ’Regression’can be a natural pheno¬ 
menon. Of course, we are no language experts 
oursdves. But the semantic exercises the 
Chinese indulge in are fascinating. We 
therefore think that the use of hui gui was 
intended to imply the ‘natural’ character of 
what has happed to Hong Kong. Regression 
does not quite rule out an agent. But nearly 
does. In any case it is a reminder that it is 
no British generosity, no act of ‘resuming’ 
on their part. The cunning of History has 
worked out the hui gui of Hong Kong. 

Language provided a good deal of 
amusement on the midnight of June 30- 
July 1. Jiang Zemin did t)ot refer to the 
Prince of Wales by the title which was his 
due by British reckoning. The Chinese 
preside referred tohim as ‘Prince* pure and 
simple - an urchin of the royal family! The 
BBC commentator obviously did not like 
this. The China specialist of Oxford 
University that he was talking to also 
confirmed to him, much to bis discomfiture, 
that the Chiitese president could have used 
more polite language if he meant to. It was 
clear that he did not mean to. Invitations to 
visit China and Britain were exchanged thM 
night but only after the Chinese presideix 
had used less than polite language (from 
British point of view). An interesting >tiidy 
could be made on theChineseuse of language 
or the political discourseof insult and honour 
to make a political point Somebody who 
covered the hnf gtd of Hong Kong for a 
ManMM paper came away impressed and 
exaspen^ at what he called ‘the Chinese 


determination’. A part of it comes from their 
use of lartguage. If it was the curuiing of 
History which made the hui gui of Hong 
Kong possible, it was thehistorical sematuics 
which made it plain that the hui gui was 
happening on Chinese terms. Let no one 
misunderstand what was happening. It was 
a triumph of a ‘national’ revolution. The 
world may or may ix)t ha ve become one. The 
Chinese world is becoming one. The hui gui 
of Hong Kong is a regression to a natural 
balance and unity as also to the centrality 
of the Chinese world. One does not know 
if the Chinese ate right and justified in their 
optimism. That they hold on to it is 
umnistakable. 

This was made further clear when Jiang 
talked about ‘democracy*. The media made 
it out as though the Chinese made a 
commitment to the world. To begin with 
they made it plain that what they meant by 
detiwcracy may not be the same as what is 
understood by that term by Chris Patten’s 
countrymen. It was democracy as deftnedji^ 
the Chinese of the former colony and the 
Chinese luled by Beijing. Jiang Zemin’s 
addreu was remarkable in the sense that he 
did not deny that Hong Kong will and should 
have democracy. Like everything else in 
ChinaandinChineselanguage,its ’discourse’ 
will be different. The implicit suggestion 
was that the western world should come to 
terms with iL If democracy involves piuraiism 
then the west, the Anglo-Saxons in particular, 
must accept plurality of discourse on 
democracy. It is post-modernism put on its 
head. ’Thm are oo grand narratives. There 
is, therefore, no grand namtive of democracy 
either (b^mnhig with the Magna Carta, 
shall we say?). We shall have democracy 
by pieces and very different pieces. Of 
course, Jiang Zemin did not cpite use that 
language. He hu no use for poat-modemiit 
discourse. But those who have pat ron i s ed 


post-modernism better understand that 
everything else breaking down and demo¬ 
cracy and human rights staying intact as 
grand narrmi ve is really not possible. Some¬ 
body needed to say that in however tm- 
concetned and differem a manner. Jiang did 
that. ‘Leave problems to us’, he seemed to 
be saying. ‘Watch and study if you like. But 
it it our problem and not yours.’The British 
must have been hurt by the self-confidence 
(or atroganoe, depending upon bow you 
choose to word it) of the (ibinese. Hong 
Kong has ‘regressed’ back to the place from 
where it had slipped. That is the long and 
short of what happened on the midnight of 
June 30-July 1. 

We set out to tell an amusing story or two 
and got involved in the Chinese grand 
narrtiive. One commentafior, obviously a bit 
emotional, compared the rote of the last 
governor of Hong Kong. Chris Patten, with 
the French Revolution! One wonders how 
the French would take it thoi^: for they are 
post-modernists in their interpretations of 
everythit^ excqrt Ihirtgs French I Urey would 
not like this affront! And it is preposterous. 
As if that was not eixMgh. the co mme n tator 
attributed to Zhou Enlai the remaik that it 
was difTicult to judge the signifkance of 
French Revolution as it was too early, ftom 
,. what we rerryember it was Mao Zedong who 
said it Anyway, following this Chinese 
wisdom, he went oo to say it is Itro early to 
assess the importance of Quis Paata and 
his role. First, the Chinese dismitted the 
question about the French Revolutioa Now 
a British comroenMor hat ditmisaed the 
French Revolution itself by comp a ring its 
role with that of a small-time British polilician 
(these days all of them are sinall-tiaae 
politicians)! There ate. or at least ought lo 
be, limits to frivolity. But obvioasly they me 
not recognised. Or maybe when the Chfoese 
ptesidem refuses to be available for a bnquet 
with the Prince of Wales it becomes 
imperative to assert the importance of these 
actors whom nobody would otherwise n oti c e 
in the oriental world. Oompatc Um lo the 
French Revolutioa then! That it what amaiRa 
commentator did. Obviously the British do 
not know bow to come 10 terras with the lots 
of a colony. Nothing would change in Hong 
Kong, maybe. And yet everything has 
dunged. It has become a QBaeK srotld. A 
world of the Chinese and a work! beiag 
adminisiered by the Chiiieae. Before kaglhe 
west would tee the meaning of it aO and we 

would be toM how that was the best thin 

to happen to Hong Kong. 
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COMMENTARY 


KARNATAKA 

Emerging Social Tensions among Dalits 

Ambrose Pioto 


Recent incidents of violence in a dalit colony near Hoskote in 
Karnataka indicate that the growing affluence and political itrfluence 
among a section of the dalits mainly through the capture of state 
resources meant for dalit welfare, is giving rise to new social 
tensions within the dalit fold. 


HOSKOTE is about 30 km away from 
Bangalore and close to it is Gautam colony 
inhabited by 2S0 dalit families. Other than 
three ST families ail the rest of the bouses 
belong to one single group of SCs, Adi- 
Kamatakas. There is no sign of hierarchy 
or segr^ation as far as caste is concerned 
in the village. Being close to the emerging 
township of Hoskote a section of the villagers 
have reaped the benefits of modern 
civilisation while the majority are still in 
primitive conditions. The majority eke out 
their living as labourers in the fields and as 
casual labourers in some factories. They 
send their children to the balwadi and 
government school in the colony. Only the 
children of the SCs study here. The dilapi* 
dated bouses present a picture of poverty. 

In the midst of such poverty and 
helplessness in the colony, thm is a section 
- around 30 families - who have reified the 
benefits of modernisation as a result ofaccess 
to poKticai power. Narayanswamy and his 
relives in comparison to the other dalits 
of the colony are better off and control the 
entire lifeofthecolony. Theirchildren study 
in the nearest English medium school. They 
own some property. While the immediate 
family of Narayanswamy has brick business 
the <^er families too are involved in 
controlling the economic activity of the 
colony. The vegetable business of the colony 
is in their hands. At the level of politics, 
Chinnabayyappa, the ex-president of the 
mandal panchayat who belonged to the 
Congress (I) vras Narayanswamy’s brother. 
One of the women councillor of the mandal 
in Janata Dal it from the family of 
Narayanswamy. At every local election the 
members of the family have won with big 
margint. Nobody in the colony has been able . 
to challenge their political dominance. It is 
the political dominance or acceu to political 
power at the local level that has helped the 
family and their kith and kin to control the 
colony. All Khemes of reservatkm and 
provisions for SCs have been utilised by the 


family to the development and progress of 
their own close relatives. Though the houses 
of Narayanswamy' s relatives are distributed 
in the colony, all these houses are well 
constructed, possess the latest gadgets, and 
have access to all amenities in sharp contrast 
to the other homes. 

In the last two years there has been a 
‘class’tension leading to two murders, lootirig 
and destruction in the colony. The tension 
is still alive. The two policemen who ate on 
parade for the last two years are symbols of 
law and order. Their departure would 
immediately cause further murders and 
riots. 'Ihe first one to be murdered was 
Narayanswamy himself a year and a half 
ago. The members of Narayanswamy’s 
household accuse D M Riyu* Sutesh and his 
gang, taluk president of Ach Jambava Sangha 
and others from the dalit movements as 
beingresponsible for the killing. It it difficult 
to pinpoint the exact cause for the murder. 
According to the members of the household, 
they are highly esteemed by the people of 
the colony for their services. At the tiiiK of 
marriages, deaths, feasts and fesdtwls the 
family donates a paltry sum from th|u large 
incomes. The temple in the colony nis been 
recently ivnovat^ by Narayanswamy’s 
household. When the people of thp colony 
comefork^during emergenciet the family 
is said to have assisted. And yet why was 
Narayanswamy murdered? 

The caste group is homogeneous in the 
colony. And yet thedass structure has caused 
division. The creamy layer in die colony hat 
swallowed all the benefltt of gowgmnent. 
The dalits of Gautam colony becauM of their 
proximity to Hoskote tsiukheadquafteit have 
better awareness of reality. They cannot 
explain the comparative affluence of 
Narayanswamy’s funily other than as being 
through political access to power. The family 
has made use of political power primarily 
for tl)air own wdl-being neglecting the 
interests and welfiue of other SCs in the 
colony. 


The leaders ofthevariousdaKt movement s , 
according to Narayan’s household, have 
connived - activdy or passivdy - at the 
murder. Did these teaders of Dalit Sangarshan 
Samithi, Dalit Jagran Samithi and Adi 
Jambava Sangha consider the fatiuly an 
obstacletodalltmobilisationordalititaeiests • 
in the colony? One gets the impression 
that Narayanswamy’s household wanted 
no dalit movements tp affect their political 
interests. They wanted no oiganisi^oDS or 
individuals to challenge their hegemony and 
given the characteristics of dalit groups in 
Karnataka that is not something that dalit 
movements would tolerate and dalits would 
comply with? The murder no doubt is by 
outsidm. 

Otherwise one cannot explain their 
reactions soon after the murder of Suresh, 1 
the chief person responsible for the killing I 
of Narayanswamy according to the family j 
sources. Suresh was murdered six moiUhs 
ago. Eight male members of the family of 
Narayanswamy are jailed in Bangalore for 
the incident. Though Manjunath and Ravi ^ 
Kumar, the members of the household of 
Narayanswamy accuse of Suresh ’ s owngang 
for murdering Suresh, there may not be 
many takers fortheirexplanation. Soon after 
the murder of Suresh arson, looting and 
destruction of 28 houses in the colony all 
close relatives of Narayanswamy has t^en 
place. These houses were well constructed 
and possessed many modem gadgets. The 
picture of the houses is very diflerent now. 
Gadgets were either stolen or destroyed. 
There were attempts to destroy the roof. 
Bverything within the houses was thrown 
out. Traces of deep anger and hostility is 
perceived in the manner of destruction and 
loot Narayanswamy’s family me m ben and 
relatives who number around 80 and live in 
one large house now attribute the whole 
destruction to a gang of 30 from outside the 
colony. It was a well-planned destivctkm. 
Those who were involved in looting and 
arson knew the houses of the relatives of 
Narayanswamy who had used public wealtii 
for their own aggrandisemem. Other houses 
have not been touched. The neighboun in 
the colony did not come to the assistanoe. 

The question to be asked it why is it that 
the colony did not obstruct the destruction? 

Oik explanation is offered by Maitjunath, 
member of Narayanswamy't household. 

The people of the colony were too frightened 
to talk. That explanation does not find 
favour with the ii K nabe r s of the colony. 

They exhibit total indifreienoe or col dn es s 
to the incident. Walking in the locality with 
Maitjunath and Ravi Kumar the imptessioo 
one gets is thtf deep down people an hdstile 




or angry towards Narayanswamy and his 
housahold. 

The family still eqjoys political support 
The local MLA is on the side of the family 
according to the fismily. There are of course 
complaintt that the police have not been 
fully supportive of the family. And yet the 
partisan role of the police in support of the 
family is quite evid^ from sources of the 
village. Eight memben of the family are 
jailed no doubt. But there are anotha 10 who 
are said to have escaped with their families. 
Police have not been aUe to trace them. One 
gets the impression that the police do not 
want to arrest them and put them behind 
bars. 

The incident of Gautam colony raises a 
number of questions for further research 
and enquiry. The provisions for the SCs and 
STs have ameliorated the sufferings of a few 
within the fold. Has it given the community 
a sense of oneness and solidarity as to 
share resources among themselves. There 
are comnnuiities within the SC comnumity. 
These communities are considered homo¬ 
geneous. The Adi-Karnatakas are a 
homogeneous group. In spite of living in the 
colony once a section within the community 
acquires power, the benefits are not shared 
ev^y. Instead of empowering the entire 
group the leaders seem to have used the large 
section of the colony to obtain benefits for 
their own gang. The leaders have learnt the 
trick of helping themselves by manipulation 
and trickery. Prom the large public funds 
appropriati^ by these who have acquired 
power in the colony certain token acts have 
been adopted to keep the rest of the colony 
appeased. Charities during feasts and 
festivals, funerals and marriages, loam and 
assistance do not seem to have satisfied the 
people. They are in search of justice. 

The class character of caste is quite in 
evidence in Gautam colony. The affluem 
group whether it has emer^ from below 
or from above exhibits the same charac¬ 
teristics of oppressing those below them. 
However the violence that a homogeneous 
group can inflict on the ‘bourgeoisie’ within 
their own caste is much severe. All those 
outside and inside elements involved in the 
murders, looting and arson are Adi- 
Kamatakas. It is not a caste war but a class 
war within the colony. The cokmy because 
they live in close proximity understand the 
game of exploitation faster, better and deepr 
specially when it is conducted by a few 
funilies within the colony. 

Dominant groups have used political 
offioes for private gain. The dalits too are 
learning the rules of the gme in spite of 
entering into public life through reservation 
to represent their communities. Tlut public 
office has to be used for public service is 
yettodawn-TheSCsandSTsareconddered 


as more communitarian by subaltern 
sociologists. And yet one fails to discover 
that communitatian dimension in the Uves 
of the affluem section of the dalits of Gautam 
colony. 

We have witn es sed caste wars. On the part 
of the lower castes thcae caste wan were for 
assertion for equality both social and 
economic. Will we whneu class ware within 
caste groups in the future? The country nuy 
be progressing and developing. The 
imerventionist role of the state hat created 
pockets of affluence that it resemed by 

GUJARAT 


ON June 25 of this year heavy rains lathed 
the entire region of north Gujarat. Until the 
evening of June 27,the flood waters were 
flowing at a height of four feet on Mahesana 
and Gandhinagar highways. Most villages 
around Mahesana town were cut off. 
More than 20 people were swept away in 
a devastating flot^. The average annual 
rainfall in Mahesana district is between 
2S to 30 inches and recurring drought has 
virtually become a way of life for inhabiuuUs, 
who have leamt the art of living with meagre 
water and food supply. Consequently, the 
cloudburst over the area came as a scourge. 
It ruined everything they possessed. 
Within a week, the district recorded a 
rainfall of 125 per cent - the highest in 
this century. 

The losses could have been considerably 
reduced ifthe authorities had given advance 
warning to the population. The meteoro¬ 
logical depattmem had already forecast heavy 
to very huvy rainfall in many parts of the 
north Gujarm and Saurashtra region. Even 
six iays after the devastation, the state 
govermnem bad not reached out to the 
victims. Evmitually when it did it created 
another disasler.muchinorectuei and ghastly 
and with long-lasting dTects. 

The scene of this second devastation was 
the village of Kukas, just four kilomelres 
away from the Mahesana disttict head¬ 
quarters. It is still affected by floodwaien, 
but unlike odter flood-hit villages cS the 
district, Kukas village has cncoumered 


majority of depressed groups. Can the 
state further initiate laws and provisioitt 
to bring about egalitariamsro? While adtia 
for greater accounthbility from all sections 
it may be necessary that public oflioes are 
not made available to tte sme bmOies 
aiwmg SCs and STs. Reservation quota for 
political offices need to be distribmed atnon 
di fferem sections of the same comimiiiity for 
uniform growth. There is a need to brin 
about a greater‘sense of commuiiity' in the 
subaltern groups based on their hiitory o 
oppression. 


another, horrifying tragedy, namely, the 
commutud vioteace. As of now 2S lesidenl 
Muslim families in Kukas have fled from 
their hoine and taken shdter at a‘tnadfitta' 
in Mahesana town. They have fled in fear, 
terrified by what they saw and suffered on 
the fateful aftenwon of June 29. '*We sriil 
not go back”, they say ”evcn if we are 
provided with army protection. How can we 
be sure of our safety and security?” Three 
Muslims from Kukas. and another w h oc a m e 
from Uttar Pradesh in search of a job, were 
killed and butchered in from of their own 
family members. Seven other Mullins srere 
severdy injured and were admitted to the 
civil h^tal at Mahesaiuu What was the 
root cause of this trouble? 

The immediale reason for the mmim nsi 
frenzy had to do with Che recent floods. The 
gove n inie m had annou n ce d the dwtribniion 
of cash doles of Rs SO per ration card-holder 
in a flood affected village. The deputy 
ssrpanch, ttdati (village officer), and the 
village school deik, along with govemmeot 
ofBdals, started disiributing dotes in Knkaa. 
Badarkhan Pathan, a well-respeeted 
govenunent employee, asKi looked up to as 
a leader by the Muslims of the sumeodiog 
eight to to villages, objected to the pistisaa 
maimer in wlndi cash doles were bemg 
distribuled. He appealed that those who had 
lost everything and were Uvhig in hetylesa 
coodiiioos ought to be attended to fint The 
deputy nipench,ShlvalalPrvtymiaadB«at 
rq j ec e ed Badarkhu*s plea. This heaMd 


Communal Violence in Rural 
Mahesana 

Satyaluun Joshl 

The state’s neglect in not issuing appropriate warnings of heavy rains 
to the people of Mahesana district, and later its apathetic attitude in 
distributing relirf aid, contributed to the eruption of communal 
violence in KukM village and the brutal mob killing of three Muslims. 
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exchange of woids had taken place at the 
panchayat office right in front of the people 
gathered there for their doles. The crowd 
became restive and agitated and started 
heckling and abusing the Muslims. The 
behaviour of the deputy sarpanch was rude. 
He outrightly refused the doles to the 
Muslims. The crowd and the villageofficials. 
it was repotted, made the Muslims the target 
ofdetDgatotyiemarks.Theysaid, 'salabandia 
0 ne vali paisa sana’ (why cash doles to 
bloody Muslims? The term bandia refeis to 
the ptactice of circumcision and is popularly 
used to insult a Muslim.) 

The Muslims were provoked by this 
remark, leading to a small altercation. But 
things calmed down soon. This incident 
would have been foigotten, had the deputy 
sarpanch and the school cleik not used this 
incident to settle their own score. They 
immediately moved around on their scooter 
in sunounding villages, spreading vicious 
rumours that Muslim goons have attacked 
the chaudharies and that five chaudharies of 
Kidcas village were killed. Chaudharies also 
known as anjana patels, are a well-off peasant 
caste, with medium and big landholdings. 
The co-operatives in Mahesana district are 
under the control of chaudharies. Politically 
too they are a very powerful group. Hearing 
this rumour, three truck-loads of men of the 
chaudhary community from nearby 
villages descended on Kukas. They were 
armed with iron rods, lathis and sharp- 
edged weapons. The attackers using trucks 
and tncton made their way through the 
floodwaters. Some 2,000 to 3,000 people 
joined in this attack. 

Initially stones were thrown at Muslim 
bouses. Next their animals, eight buffaloes 
and lome goats, were hacked. Badarkhan 
Pathan, who was giving fodder to his buffalo, 
was the first to be dragged out from his 
house. He was taken to the street and backed 
to death. Badarkhan was a very honest and 
fine person. The present collector of 
Mafaeuuia, Dagur, disturbed by his death, 
went on record saying: “I knew Badarkhan 
very well. 1 just can’t forget him. When I 
wu a district development officer in 
Mahesana district panchayat, Badarkhan 
was a head clerk in my ofTice. He was a very 
efficient and sincere employee.” Badaikhan’s 
son Mohamadkhan, presently under 
treatment at Mahesana civil hospital, 
managed to escape from the killers. He saw 
his father die at tte hands of a crowd: “I was 
in the bathroom. I peeped out hearing the 
commotion and saw a crowd dragging my 
aged father out and hacking him to death, 
Icould not do anything.”Inasimilariy brutal 
way two otlmr Muslims were killed by the 
fanatical mob. By this time 23 families of 
panic-stricken Muslims including small t 
childrenranawayfnmKukasleavingbehind - 


their house, vehicles and cattle, etc. The 
mob burnt their houses and killed the 
animals. The crowd then rushed to the 
village bus stand for Muslims who were 
escaping. They found a bearded man on 
a bus. He was pulled out and brutally 
killed on the spot. 

Kukas has a population of 2330. The 
chaudharis are in a majority. Besides 
Muslims, there are 30 to 60 harijan families 
and an equal number of rabaris. The village 
has two primary and a secondary school. 
It is well connected by pakka road with 
basic facilities including telephone. The 
village has over 200 tube wells. By all 
indices Kukas is a prosperous village. 
The Muslims of the village mainly work as 
agricultural labourers, mostly wwting in the 
fields of chaudharies. Some Muslims have 
taken to driving auto-rickshaw. Kukas has 
a group gram panchayat with a nearby village 
of Rupal. 

It is reliably learnt, and the view is 
supported by the version of the majority of 
the villagers, that though the immediate 
provocation for the violence was the 
distribution of doles, some tension had been 
there in the village since the panchayat 
election 11 months ago. During the last 10 
years the same person, a chaudhry from 
Kukas, was getting elected as the sarpanch 
of the Kukas group panchayat. Muslims, 
dalits and rabaris resented his approach and 
style of functioning. In last couple of years 
he created problems for them. He had 
constructed a public toilet adjacent to 
Badarkhan’s house which the latter objected 
to. But the sarpanch and his supporters turned 
a deaf ear to his objections. After a few 
months the panchayat constructed a temple 
overnight in a Muslim locality. Even though 
irritated the Muslims could do nothing about 
this. However, along with dalits and rabaris, 
they decided not to vote for him in panchayat 
elections and, instead, supported another 
chaudhary from Rupal village for the office. 
The Kuku sarpanch, who was a perennial 
winner lost the election this time by 300 
votes. This act of the Muslims ma^ the 
losing faction of the Kuka’s chaudharies 
furious. They were keen to avenge this 
humiliation. The arguments over cash doles 
distribution came as nsady-made opportunity. 

Well known activist and editor of the 
progressive fortnightly, ffaya Marg, 
Indukamar Jaai who is also the seciCtary of 
Gujarat Relief Committee, visited Kukas on 
June 2 and met the villagers and government 
officers. He reported that “Iheextent of cruelty 
was so barbarous that a mother who was 
crying for her son ’ s death with his dead body 
on her lap was not spared. Ibe marauders 
came t^n with sharp weapons and took out 
Ibe eyes of the dead body in front of his 
ibothff.” 


After December 1992 incidents of 
communal rioting have been on the increase 
in Mahesana. Within five years thnre rioU 
have taken place in the distiicL Through all 
this time Muslims have sunered heavily. 
Although their proportion in Mahesana 
district is not too high, some 20 to 30 Muslim 
families are to be found in most villages of 
the district. While the chaudharies and the 
patidars are economically and politically 
dominant castes, numerically thakm rabaris 
(both are OBCs), dalits and Muslims taken 
togetherconstitutethe majority. Despite this, 
atrocities on the OBCs and daliu, as also 
Muslims.by the dominant castes arefrequent 
in Mahesana and have in fact increased in 
last nine years. The reason appean to be the 
stranglehold the upper castes have on state 
power inOuJarat. After all it is Chiman Patel, 
Keshubhai Patel, Suresh Maheta, and now 
Sankarsing Waghela, who have filled the 
chief minister’s office. 

The incident of Kukas has embarrassed 
the Waghela government. It was on the 
strength of Muslim votes that Sankarsinh 
Waghela had clinched the Radbanpur 
assembly elections and secured his chief 
ministership. Muslims of Gujarat now have 
a reason to feel let’down by the Waghela ^ 
regime. The chief minister has not yet visited 
Kukas or the Muslims taking shelter at '• 
Mahesana, 33 km from Gandhinagar. 

The rise of the BJP and its front 
organisations in Gujarat after 1980has come 
as a blow to Muslims who are being reduced 
relentlessly to a second-class citizenship, ir 
TlKir legitinute demands are not on the state 
agenda. Their harassment by the Hindu 
fundamentalist forces remains unmitigated. * 
To a considerable extent, the fundamentalist 
forces have been able to successfully caiulise 
middle class Hindu psyche against them. At v 
a time when the entire nation is gearing up / 
to celebrate 30 years of independence the | 
regularity of occurrence of such atrocities L 
and communal carnage questkms the nature | 
of our so-called independence and freedom, * 
and indicates the extent to which our I 
democratic and secular fabric has been I 
eroded.EquaIity,ofcourse,remainsadisuuit 5 
dream but even basic human rights and norms 
of public decency are not ensured in this 
polity. By not coming out strongly against 
such flagrant violations of civic life, the 
state is abrogating space to strident 
community leaderships on either side. 
However, at the time of writing, the Muslim 
leaders of Mahesana have expreisedadesire 
to forget the incident. They have appealed 
to Muslims to control their feelings and 
maintain peace. Such gestures should have 
come, in thi fii|st place, from those 
identifying themsnivei as ‘the majority’. 
Unfortunately, anji grimly enough, so far 
they have not 
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Understanding Dalit Protest 
in Maharashtra 

G<^Giini 


The recent dalit protests in Maharashtra cannot be characterised 
either as a mindless angry response to the desecratitm of Ambedkar’s 
statue or as being politically motivated and engineered. These riots 
should in fact be read as a response to the processes initiated by the 
Shiv Sena-BJP government to humiliate the dalits and cause divisions 
among them, using cultural and institutional mechanisms. 


THE statewide dalit protest over the 
desecration of Ambedkar’s statue in Mata 
Ramabai Ambedkar Nagar in Ghatkopar in 
Mumbai has been seen by many, particularly 
the non-dalits. as an aspect of political 
manipulation by political forces in the state. 
This condemnation of dalit protest either as 
a minrUess act (by the dalit leaders them¬ 
selves) ex' as an aspect of political manipu¬ 
lation leads to a refusal to recognise the 
ability of common dalits to think and act 
independently. 

Far from being pan of any graixi design 
of political manipulators, the recent protest 
was an authentic act on the part of large 
numbers of dalits who protested simul¬ 
taneously in 35 major cities and towns in the 
state. This was not a pre-planned protest and 
was not led by any dalit leader but was a 
spontaneous one. It was not the handiwork 
of any outside force which wanted to create 
trouble in the state by fanning hostilities 
between dalits and non-dalits. In fact, the 
focus of the protest was the coalition 
government and not any particular caste. 
It is only at a . few places in Wardha and 
I Yeotmal districts th^ there was inter-caste 
tension. In fact there is evidence that lower 
caste people who are supporters of Shi v Sepa 
both in the rural and urban areas showed 
restraint and did not retaliate against Ihe 
dalits. 

This happened basically for two reasons. 
One, these castes had supported the Shiv 
Sena-BJP coalition in the last assembly 
election in the hope that a government 
formed by the coalition would give them a 
sense of power, but in this they have been 
disappointed. Second, there is growing 
resentment against Shiv Sainiks among 
sections of the lower castes because of the 
•visible prosperity of some of them, while the 
majority of them are denied access to these 
diannels of improving their condition. Not 
surprisingly, this disgruntled section feels 
hx&flennt, even happy, if thedallts succeeded 
in challenging the UP-Setw government, 
pankulariy with a very effective Mumbai 
handh. A similar feeling of disenchantment 
with the coalition gove r n m e n t can also be 


seen among the lower OBCs in rural 
Maharashtra for slightly different reasons. 
Seita MPs and MLAs have failed to put the 
resources at their command (every MP gets 
about Rs 1 crore and every MLA gets 
Rs 50 lakh for development work in their 
respective constituencies) to good use for the 
benefit of the people. The failure to return 
Sena candidate to panchayad raj institu- 
tioiu in the last ZP elections in the state is 
an indicatirm of this disgrumlement. 

The recent protests by the dalits was also 
aculmination of several incidents and actions 
of the government resulting in the humiliarion 
and marginalisation of the dalits in the last 
two years. The coalition govenunent has 
used different social sites to repress the dalits, 
particularly mahars and neo^buddhists. 

Why has the government singled out 
mahars and neo-buddhisis for such Iteaunent? 
There are basically four reasons. First, the 
Setu-BJP coalition wants to consolidate its 
hold over the other dalit constituency of 
mangs and chambhars by making the mahars 
and neo-buddhists the negative reference 
point. Second, it wants to crush the dalits 
who ate locked in agrarian corttradictions 
with latxled marathas, particularly in the 
Marathwada region. Withdrawal of cases 
lodged under the 1989 SCVST Anti-Atrocity 
Act durittg the agitation over the renaming 
of Marathwada university after Ambedkar 
was the Sena-BJP government’s first step to 
undermine the morale of dalits. Third, the 
Slena-BJP coalition has been anxious to 
avenge the humiliating retreat at the hands 
of Bhimshakti in the 1974 Worii riots and 
on the question of publication of Amberflcar's 
vmAs,RiddlesafRamawaAKrisha,\n 1987. 
Filially, the coalition government has been 
anti-dalit because the dalits have never 
refused to conform and have remained 
antagonistic to the Hindutva forces in the 
realms of both politics and culture. 

Srres OF Daut HinauATKiN 

After the Sena-BJP government came to 
power it announced the srithdrawal of 900 
cases that had been lodged under the 1989 
SC/ST Anti-Atrocity Act. The governme n t 


also went on record that it bad issued orders 
to the police not to file cates under the above 
act (AjuiMov, Marathi mondily, Mumbai, 
Match 1996). Thus an institutional structure 
meant to give security and coUMence to 
dalits was used to give notice to them that 
they could expect no support or tynqiathy 
from the government. Or take another 
case. While reducing living human beings, 
for purposes of welfare schemes to 'card' 
identities - ‘below-poverty-line card’, 
‘yellow card’ for drought-affected people, 
caste certifleates for the dalits. etc-is 
basically a mechanism to humiliate the dalits, 
the difference between other governments 
and the Sena-BJP government in Maharashtra 
is that the latter has sought to deny the dalits 
even this card or certificate identity as it has 
made the procedure for acquiring caste 
certificates so complicated that daiits find it 
difficult to procure them. Of l«e there have 
been regular complaints lodged by Ihe dalits 
against the delayii^ tactics of local officials. 
Thus dalits in Maharashtra instead of 
receiving support are being constantly 
harassed by the combine government. 

After the coming to power of the Sena- 
BJP government its supporters at all levds 
of the power structure have become culturally 
arrogant and intolerant. For example, in 
March last year in Shrirampur in Ahmadnagar 
district the supporters of the ruling coahtion 
threw colour on even those who refused to 
participate in the holi festival. They stormed 
into the ST bus stand and tetrorised those 
who refused to participate in the festival. It 
was also in Shrirampur that two (Wits lost 
their lives in police firing over the issue of 
desecration of Ambedkar’s statue there a 
few months ago. The government has been 
pushing forward a process of hofflogenisatiao 
of cultural identities in Maharashtra. This is 
visible in the saffromsatkm of public spaces 
such as television (the map of Maharashtra 
on Mumbai TV is now always shown in a 
deep saffron colour) md ST buses (where 
again saffron has been prominemly super¬ 
imposed on the earlier colour). The depart¬ 
ment of rural development has prescribed 
blue school uniforms for daHt pupils and has 
spent lakhs of rupees on the purchase of the 
uniforms. It has dso prescribed while shirts 
and khaki shorts (which in ci de nta lly is the 
uniform of the RSS worker) for noo-dalit 
pupils. The blue cxdour has been cultuially 
identified with dalits since Andiedkar’stime, 
but the ofRcial justification forthedifrefeiit 
dreu codes was that the poor would not be 
able to maintain uniforms other than of a 
dark colour. But then vdiy not blue for poor 
children of all castes? This policy obviously 
had a two-fold hidden i^eiida. At one levd 
it sought to emphasise caste segregsuoa in 
socMty and at another level it is aimed at 
denigrating the blue color. Althou^ the 
go vernment later withdrew its directi ve after 
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protest! in Ifae SMemUy, its intention to di!tiiirtch«racteri»tic».rjrst,dalitsftom*ii 
hmOute the (Mis was evk/ait That this categtxy volumarify chose to resist mar 

comimiea to be its objective is dear from repression without 

sequences of their action. The datits who 

were killed in police firing in Mumbai and 
Nagpur or the poa Chogte’s suicide in 
Mumbai in protest a^nst the firing or the 
resignation of two dalit police officers or the 
participation of dalit men and women of all 
age-groups and backgrounds who came out 
in the streets to protest - their actions may 
be said to come close to the Durkheimian 
category of ‘altruistic suicide’. Secondly, 
this category is unique in that it resists any 
provisional accommodation into the 
structures that are basically hostile to their 
collective interests. This category therefore 
wants to maintain its distance from such 
stmetures. This was visible when some of 
the dalits suggested that the compensation 
that was offered by the government should 
not be accepted and it was further suggested 
that they th^selves would raise support for 
the families of those who had died in the 
police firing. Third, this category is also less 
trusting about the institutional modes of 
inoducing truth. For example, the dalits do 
not trust thegovemmeirt'sintentions in setting 
up a judicial inquiry into the police firing. 

The inaction on the part of the govenunent 
in regard to the police officer who was 
responsible for the firing or the post facto 
fabrication of the gas-tanker story, all this 
confirms dalit scepticism idxHit institutional 
modes of producing truth. In fact, dalits 
from this category are not only sceptical of 


the recent announcement, ironically by 
one of the dalit nunisiers, of the decision to 
set up sqnrate schools for the dalit children 
The question that has to be raised here 
is what impact has all this had on the 
(UHs? Does it, as the authors of the policies 
would wish, drain dalits of all critical 
sustenance? Does it lead them to consign 
their memories of humiliation and sup¬ 
pression to the historical past? Actually, the 
acts of humiliation keep self-assertion and 
negative consciousness simnnering within 
the dalits. 

Daut Resistance 

There are three major modes of dalit 
resistance or protest. But before we discuss 
these inodes it is important to discuss one 
other category which does not offer any 
resistance to ^ humiliation that is heaped 
upon it by the Sena-BJP government- 
those dalits who voluntarily accept saflro- 
nisation. They have choren to stomach 
humiliation as an investment towards their 
future upward mobility. They accept the 
demeaning and deprecatory language of 
pttroiiage and political favours used by the 
coalition leaden and more particularly by 
the Shiv Sena chief. This language of obli¬ 
gation dial is used by the Hindutva leaders 
makes the dalit a willing partner in 
maintaining Hindutva hegemony. It is 
interestiiig that not a single dalit minister or 
the tqtidatrtrfran the lulingcoalitiofl offered 
any categorical condemnation of the police 
firing on dalits in Mumbai. 

However, as the recent events show, there 
are dalits who chose to offer a sort of ‘low 
profile’ resistance to their rqHession and 
humiliation. Porexample, dalit women from 
Ramabai Nagar would curse the police loudly 
(poUsanchya navane bote mo^) without 
attaddi^ them. Similarly, the public protest 
by the dalits of Ramabai Nagar against the 
desecr a tion of the statue is perceived by the 
hitherto dormant daiits as an empowerment 
which creates and sustains thtir critical 
energies qgainsl the government. Actually, 
it hat been a common experience that phy¬ 
sical retaliation that is offered by the dalit 
in sdf-defenoe against the Hmdiitva forces 
at one (dace creates a strong sense of protest 
among rUtts at (Hfferent places where as 
a result humiliating structures become 
cootestafate - dnugh only at the psycholo¬ 
gical level because these do not permit 
direct letaliaiioa but only resistance in a 
dhgfrited form. 

However, as the recent protests have 
shown, there it a cal^my of dalits who 
chose to resist their humiliation and social 
suppression without seeking any disguise or 
anonymity. TMt category prefcnis certain 


the government but «re outraged by f 
insincerity of their own leadnrt wb 
they hold itspoasibk tor damaglag dai 
solidarity. The ireatmMgimi by the dalit 
(o some of the so-catJed leadogdilit leader 
in Ramabai Nagar soon after the killin 
reflect this uncompromising mood of tte 
dalits. Thus this category makes attempts 
to protect its heroic tradition of sacrifice 
from becoming vulnerable to the mani¬ 
pulation of the opportunists and power- 
brokers of all varieties, including from among 
the dalits. 

In the context of dalits joining the morcha 
organised by the Akhil Bharatiya Sena, one 
might argue that the critical s ub s t a n ce of 
daiits is likely logo waste at least temporarily. 
However, these levolutionaiy energies can 
become meaningfully available if they are 
organised by a negotiable category. This 
category which has the ability to initiate the 
process of negotiation with the second 
category can conserve these critical energies 
which then can guide contemporary actions 
and can also inspire future actions. Un¬ 
fortunately, we do not have such a nego¬ 
tiable category either within or outside the 
dalit community. Existing dalit leaders as a 
part of their everyday form of petty politics 
seem to be trying to appropriate the dead 
bodies of the dalits killed in the police 
firing. And those dalits who could p^orm 
this difficult and complicated historical 
task are unfortunately seeking defeiuive 
relocation or isolation within the existing 
structure. 
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Intra-Community Violations of Rights 

Case of the Bohras 

Atfbar AU Eatiiicer 


The Bohras represent the plight of a minority within the Muslim 
minority, violation of whose constitutional rights by the Bohra priest- 
head goes unheeded. Even the Muslim leadership, instead of 
ympathising with the plight of the reformist Bohras, sides with the 
Syedna in the name of safeguarding minority rights. 


THEconcept of perfect democracy can rarely 
be achieved in practice. In fact, if a perfect 
form of democracy could be realised in 
practice, theconcept of religious or linguistic 
minority-majority also would be super¬ 
fluous. Many scholaia argue that in demo¬ 
cracy there could be nothing like religious 
minority or majority, but only political 
minority ormajority. Theunderiying assump¬ 
tion for such a fomnilation of political 
minority-majority is that a perfect form of 
democracy is realisable. Human nature being 
what it is, nothing is realisable in its perfect 
form. Vested interests, prejudices and will 
to dominate always lead to majoritarianism. 
lie religious majority tries to dominate and 
deny religious or linguistic minorities their 
due. 

It is for this reason that constitutional 
tafeguards are provided to project rights of 
acial, religious or linguistic minorities. All 
democratic constitutions make such 
provisions in greater or lesser degree. Only 
luthoritarian societies might deny its 
minorities such rights and perpetuate 
domination by racial or religious or linguistic 
majorities of corresponding minorities. It is 
mil known that India got divided because 
t section of the Muslim minority could not 
K ultimately satisfied with respect to the 
;onstitiittond arrangements to protect their 
lolitical interests. Had such an arrangement 
le successfully negotiated ourcountry would 
lot have been divided. 

It is also wrong on the part of some scholars 
oarguethat Muslimsareinheiently separatist 
ir that Islam requires that Muslims carve out 
I separate Islamic r^me. Undoubtedly there 
s asmall fanatical section among the Muslims 
vho keeps on arguing on these lines. But 
be reality is far more complex. Such a 
viatical fringe does not reOM the whole 
eality, much less its ceittral core. There are 
everal examples that other non-Muslim 
ninorities also have waged separatist 
tniggles.Twoexampietarequite pro mi nent 
n this respect - the Catholic Christian 
ninorily of the southern Ireland refuses to 
n integrated with the Protestant Anglican 
Iritain. The Catholics oflhesoulheinlieland 
■s been waging struggle for mote than 65 


years for its separate existence. The second 
example is that of French-speaking minority 
of Caiutda which feels suffocated within the 
English-speaking Canada and often comes 
close to separation. Two years ago in a 
referendum the unity of Cariada came close 
to peril and could te saved only by 1 per 
cent vote. The minorities do have real or 
imaginary grievances and special provisions 
have to be madein the Const! tulion to resol ve 
them. 

Though a section of Muslims insisted on 
a separate homeland and got it. all Muslims 
in India were not in favour of vivisection 
of the counUy, and after its vivisection refused 
to migrau: and voted with their feet against 
creation of Pakistan. Thus, those Muslims 
who had remained behind had to be satisfied 
with properconstitutiana] provisions for their 
rights as a religious minority, and protect 
their identity and culture. The Constitution 
did make these provisions in the form of 
Articles 2S to 30. The Article 23 guarantees, 
“subject to public mder, morality and health 
and to other pravisioru of this Ite (Part III 
on fundamental rights), all persons are equally 
entitled to freedom of conscience and the 
tight freely to profess, practice and propagate 
religion”. 

In fact. Article 23 is applicable to all 
citizens of India and not only to minorities. 
Nevertheless, it does provide a amstitutkaud 
guarantee to minorities to “profess, practice 
and preach their religion”. Needless to say. 
it is a significant fundamental tight available 
to all the citizens of India, and to mimrities. 
in particular. Similarly, Article 26 relates to 
ftMdom to tiuuiage ^igious affairs. This 
right relates, “establish and maintain 
institutiotu for religious and charitable 
purposes, to manage its own afiairs to matters 
of religioa, to own and acquire moveable 
and immoveable property, arid to atbninister 
such property in accordance with law”. 
Articles 29 and 30 relate to cultural and 
educational rightt. Article 29 empowers any 
section of cidzena to conserve tet tfiatinct 
laiiguage,scriptorcultttteandtlMinocitiaen 
shall be denied admission into any 
educational institution nudmained by the 
state or receiving aid out of state finds on 


grounds of teligkn, race, caste. labfMge or 
any of them”. PhuUy, Article 30 states fhai 
“All minorities, wbether based on niigian 
Of language, Shan have the right to estsbUsh 
and adminisfer etfcicational ins ti t utioits of 
their choice” and “the Stale shall not, in 
granting aid to educational instinnians 
discriminate against any educational 
institution on the ground of that it is under 
themanagemem of a minority, whether based 
on religion or language”. 

These are important fimdaimital rights 
meant specially for the minorities. No 
democratic society can flourish without such 
constitutional guarantees to the minoritiet. 
The Indian Constitution thus, it. Uglily 
democratic and hat provided lead to many 
other countries in Asia and Africa. However, 
there is one vital question which ndates to 
minorities within minorities. At a min ncrii y 
warns certain coostitutianal gu arant e es to 
protect its religious, education^, lin|piistic 
and cultural rights vis-a-vis a m^ority, a 
minority within a minori^ also wants to 
secure these provirioos. But. it has been seen 
and experienced that while s min oii ty is 
anxious to secure these rights vis-a-vis a 
miyority, is not in turn, as aiMious to impart 
tb^ rights to a minority within its own 
fold. This 'majority* withinambiotityis.on 
the contrary, quite ruthless in deny^ or 
suppressing these rights of the miiiartty 
within iu own fold. Not only tins, there is 
another hnportani question to be dealt 
with. Even within the ‘main minority*, the 
constitutional provisions ae. mote often 
than not, mom^ised by a smidl coterie 
denying their eryoyment b a wider variety 
of demenis within its own fold b tiue 
democratic spirit. 

Sybona*s PANonscoN 

We would like to illustrate our above 
thesis with the help of the cate of the Bohn 
community. The Bohras ate dote to one 
million in India and are quoad in Kvetal 
states particularly in Gujarat. Mahanthin, 
Rajasthan and Madhya Pradesh, flf ti rtc i 
thM, they are also found in Cafcutta. 
Hyderdtad, Codiin. Calicni, Madras and 
several other cbes. *rhe Botoas are shi’ah 
Isina*ilis bm rfiffer from die Agrikhtni (or 
Nizaris) who too. are Isina*ili Shi*aha. IV 
Nixaris,asthenaineitaclf in di ca lea.a c< epa e d 
Nizar as their 19ih hnan oo the death of 
Imam al-Mustanslr, the ISthFatimidbnaai. 
*rhe Bohras on the other hand, accepted 
Musta*ii as tiie I9lh Imam. They can abo 
be lefiBired to as Muatt*liant. 

The word ‘Bohra* it, however, of Indtam 
origin. The Bohras, are originany hom 
Gqjarat and were converted in I^h-I3lh 
oenluria A D mostly frim middte caale 
Hindus, eqMciallyirQmitadingcaaMt.*nieao 

ini]ii)(Gn6stiBoiicAVBicnvciiois vow 
in Oqjint Thit caste appellation itnck to 
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them ind in the course of time ‘v’ was 
iei>laced by ‘B’ and they came (o be known 
as Bohras. As they are primarily a business 
community, they migrated to different parts 
of India and abroad in search of better 
prospects for business. But wherever they 
went mey preserved their Gujarati language 
and culture. 

The Bohras are a highly well-knit and 
inward-looking community. It is tightly 
controlled by religious leader known as the 
’Da’i’ which literally means ‘summoner to 
the faith’. In fact, the da’i is not the highest 
authority in the shi’ah Isma'ili hierarchy. It 
is the Imam from the progeny of Fatima, the 
daughter of the Holy Prophet (PBUH) and 
’Ali, bis cousin and son-in-law. But since 
(he Imam is supposed to be in seclusion, the 
da’i deputises for him. Most of the da’is were 
highly religious and god-fearing and looked 
after the welfare of the community. But the 
things began to change with the on-set of 
the British rule and consequent improvement 
in the prospects of trade. 'The Bohras became 
more prosperous and the da’is began to attract 
part of this wealth by devising new methods 
of taxation. 

As the da’is grew richer, their lust for 
power and money also increased. In order 
to extract mote money they began to tighten 
their control over the community. Also, the 
spread of modern education increased their 
fear. They thought modem education will 
intensify critical thinking and lessen their 
influence and hence they began to persecute 
those who began to establish modern 
educational institutions. The first four persons 
who became victims of persecution in the 
form of excommunication (called ta/am 
band) vrere those who tried to establish 
modem school in Burhanpur. 

Hie control of the priesthood increased to 
such an extent that it became impossible for 
any Bohra even to raise any question about 
the monstrous powers assumed by the 
priesthood. Also the large priestly family 
began to enjoy a princely lifestyle. Not only 
that each male member of the family began 
to describe himself as prince. Any Bohra 
who addressed them otherwise, was severely 
punished. This reached such proportions that 
the da’i began to insist that a Bohra is his 
‘slave’ Cahd) and that he/she must describe 
himself/herself as ‘abd-e-Syedna/amat-e- 
Syedita (i e, slave or'slave girl of Syedna, 
Syedna being the Bohra high priest). It was 
made compulsory that every marriage 
invitation card must carry ‘abd-e-Syedna’ or 
‘amat-e-Syedna’, and if one did not, the 
marriage function will be forcibly annulled. 

Again, it is not the matter of describing 
oneself as abd or amat (slave or slave-girl) 
as mere formality but it is expected of the 
Bohras that they literally behave as slaves. 
They are not fru to undertake any activity 
on their own free-will. They have to obtain 


pennisstonAomSyednaorhisrqxeaenlativet 
posted all over India for everything, Atnn 
birth todeath-beit marriage, burial, naming 
cerememy, business or starting an institution. 
Also, a Bohra has to pay about seven taxes 
whenever demanded, and particularly during 
the month of Ramada. Non-payment of these 
taxes can result in severe repercussions. 

A regular tab is maintained on every Bohra 
individual. One is required to fill forms 
every year declaring his/her assets on one 
hand, and an account of his/her activities 
such as membership of various committees, 
attendance of study circles (Darit) regularly 
conducted by the authorised representative 
of the Da’i. If one is not regular in these 
matters he/she will not be issued green card 
which is necessaiy for entry into Bohra 
mosques/mausoleums/jamaatkhanas, etc. In 
short, the way a Bohra’s life is controlled 
and strictly regimented, even the most 
authoritarian state does not regiment citizens’ 
life. 

If one disobeys Syedna’s regulations or 
fails to pay the dues demanded, he/she is put 
under socio-teligious boycott. A boycotted 
person is shunned by all Bohras including 
his own parents or childien or brothers and 
sisters. No one can maintain relations with 
such an excommunicated person. If one 
docs, he/she will also be boycotted or 
excommunicated. Such an excommunicated 
person cannot attend funeral of his/her near 
and dearones or participate in their marriage 
functions or any other family occasions. 
Only a Bohra knows what kind of curse it 
is to live under the authoritarian regime of 
the Syedna. 

The Bohras, though formally governed by 
the Indian Constitution, enjoy no fundaments 
rights at all. What all is guaranteed by the 
Indian Constitution and implemented by 
the government of India, is taken away by 
the Bohra high priest. A Bohra has neither 
freedom of speech nor freedom to act 
according to his conscience. The Bohra Da’i’s 
establishment is a government within the 
country’s government. And, as far as the 
Bcrfuasaieconcerned.tbeDa’i’sgovernment 
happens to be much more powerful than the 
country’s government. In any case a Bohra 
cannot escape the wrath of the Syedna’s 
government. He/she can avoid payment of 
income tax but cannot avoid paying the taxes 
imposed by the Da'i. If a Bohra does, his/ 
her entire socio-religious life will bg rained. 

He may end up getting completely isolated 
from entire community, including his own 
family. 

ReroaMiST Bohras 

It is against this authoritarian regime of 
the Bohra Da’i that some conscientious 
Bohras raised their voice and struggled to 
retrieve their lost fundamental rights 
guaranteed by the Indian Constitutioa In 


(xderiodilutetheDaTsmthoritarlMnregi 
the reformist Bohras demanded that (1) 
functioning of local Bohra jamat i 
democratised; (2) the Da'i should be m» 
accountable for the funds collected from t 
community; (3)thepaymcntofmoneyshou 
not be compulsoiy but voluntary in the for 
,of donations; and (4) the Da’i should a 
merely as a religious guide and should n 
interfere in personal and secular matter. 
The reformist Bohras and their supporte 
were inhumanly persecuted for making the. 
elementary democratic demands. 'They wo 
not only put underbarat (serial boycott) b 
many of them were physically assaulto 
This writer was fatally assaulted four time 
including once in Egypt. However, be hr 
miraculous escape. Many longstandin 
marriages were dissolved because eithe 
husband or wife supported the reforr 
movement. Many children were lost to the 
parents or vice versa in this straggle. 

The Nath wani Inquiry C^ommission whic 
was appointed by Citizens for Oemocrac 
headed by Jaypral^h Narayan, inquired inn 
the violations of human rights of the refonnis 
Bohras. The commission headed by it retire) 
high court judge Narendra Nathwani am 
comprising legal experts and eminen 
academics concluded that: 

The inquiry has shown that there is large 
scale infringement of civil liberties am 
human rights of reformist Bohras at du 
hands of the priestly class and that those whi 
fail to obey the orders of the Syedna atu 
his Amils, even in purely secular matter 
are subjected to Baraat resulting in completi 
social boycott, mental torture and frequen 
physical assaults. The Misaq (the oath a 
unquestioning obedience to the head priest 
which every Bohra is required to give befon 
he or she attains the age of majority, it user 
as the main instrument for keeping the entin 
community under the subjugation of tht 
Syedna and his nominees. 

The report further continues: 

On the threat of Baraat (social boycott) anC 
the resulting grave disabilities, Bohrai ate 
prevented from reading periodicaU wbicli 
arc censored by the Syedna (such as the 
Bombay Satnachar, The Blitz and the Bohra 
Bulletin)-, from establishing charitable 
institutions like orphanages, dispenaariet, 
libraries, etc, without the prior permission 
of the Syedna except by submitting to such 
conditions at he may impose; ftoffl conlestin' 
elutions to municipal and legislative bodie.. 
without securing beforehand the blessings 
of the Syedna; and above all, from bavin 
any social contact with a person subjected 
to Baraat, even if the person is one’a husband, 
wife, brother, sister, father or son. The 
weapon of Baraat has been used to compe' 
a husband to divorce bis wife, a son to 
disown his father, a rootber to refute to tee 
her ton, and a brother or sitter to desist from 
attending the marriage of hit or her sister 
or brtnher. An excommunicaied member 
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beoonwi virtwHy an untouduble ia the 
conmuai^i aod betidei being isolated from 
his friends and nearest relatives, is unable 
to attend and offer prayers at the Bohra 
moK)ue. Even death don not release him 
from the taboo, for his dead body it not 
allowed to be buried at the community’s 
common burial ground. 

The commisaion could also establish on 
the basis of oral and documentary evidence 
that: 

Bohra jamaats in India and abroad are not 
allow^ to frame their own rules and 
regulations, but are subjected to authoritarian 
constitutions granting absolute power to the 
Syednaand his nominees. Millions of rupees 
are collected every year from Bohras in 
India and abroad as customary taxes and 
Nazranas by the Sycdna and his nominees, 
but the Syedna is not accountable for them 
to any one. The Syedna also claims to be 
the owner of all the Bohra mosques and the 
sole inisiee of all Bohra trusts, and where 
the account of any of these trusts are audited, 
the work is done by a firm composednf some 
members of the Bohra Community who are 
also abound by the Misaq given by them to 
the Syedna. 

Thus the inquiry commission headed by 
Justice Nalhwani has presented the true 
picture of the authoritarian regime of the 
Syedna Thus it can be seen that a minority 
of reformists within the minority Bohra 
community are suffering intensely and are 
denied all rights guaranteed by the Indian 
Constitution. It is a typical case of a minority 
within aminority community being deprived 
of enjoyment of the fundamental rights. In 
fact the whole Bohra community also does 
not enjoy these rights. A powerful coterie 
tightly controlled by the family of the Bohra 
high priest enjoys these rights and dentes the 
Bohras in general, and the reformist Bohras 
in particular, these fundamental rights. 

In fact, the Bohras themselves arc a small 
minority within the Muslim minority in India 
and the reformist Bohras are a minority 
within that minority. But the powerful coterie 
headed by the Syedna also is adept at 
manoeuvring the leaders of the Muslim 
minority. The Muslim leaders, instead of 
sympathising with the plight of the reformist 
Bohras, have always (of course with few 
honourable exceptions) stood in defence 
of the Bohra high priest in the name of 
safeguarding the minority rights. The 
reformist Bohras are thought to be those who 
ate instrumental in ‘opening the floodgates 
of governmental interference’ in the affairs 
of minority community. For this fear almost 
entire Muslim leadership vehemently 
opposed appointment of the Nalhwani 
commission. 

The commission bad made it absolutely 
clear that they are going to inquire only into 
the violations of human rights of reformist 
Bohras at the hands of the Bohra priesthood, 
*nd not into their religious beliefs and 


practices. SoroeofusatsometchetopMusHm 
leadership and tried to explain the situation 
and even agreed to withdraw from the 
Nathwani commission if thQr have grave 
apprehensions against it provided they Agree 
to constitute an inquiry commission 
themselves to inquire into the allegations of 
violations of civil liberties and human rights. 
They did not agree to this request and only 
insisted on withdrawing fromthe commission 
unconditionally without providing any relief 
against the authoritarian priestly set-up. 

Thus, a larger minority suppresses rights 
of smaller minority within and denies it what 
it claims for itself. The articles 25 to 30 of 
the Indian Constitution, and particularly the 
article 25, guarantees the freedom of 
conscience to all the citizeru. However, liie 
reformist Bohras and their supporters cannot 
enjoy this vital right 'The Syedna invokes 
this right for himself even in legal suits; but 
denies its enjoyment to other Bohras. 
Unfortunately, even the Supreme Court, in 
its 1962 judgment, invoked the Article 25 
for safeguarding the Syedna's right to 
excommunicate though, at the same time 
admonishing him to use it judiciously and 
in a way which will not violate the prcxxss 
of natural justice. ('The Syedna, however, 
Ignoring the Supreme (Tourt directive, 
continues to use it most aibilrarily). ’The 
reformists have filed a review petition be¬ 
fore a larger bench to get the 1%2 judgmeitt 
reviewed in the light of two inquiry 
commissions having cssiablished the reformist 
case. Another commission, headed by 
Justice Tewatia (the retired Chief Justice of 
the Calcutta High Court) examined the 
continued violations of human rights of the 
reformist Bohras in the post-Nalhwani 


coromiaalon period and foiiadaH alht g rtoii a 
to be correct. 

Thus, there is a strong case for devisiitg 
a mechimism whereby a minority widiin the 
minority community is not dqmved of 
enjoymem of all the rights guaranteed in the 
Indian Constitution. What that device could 
be is for the constitutional expert* to 
formulate. But the severe persecution the 
reformist Bohras and their continued 
sufferings makes it very urgent The reformist 
Bohras are ciying for justice. The benefitt 
of the constitutional rights must reach each 
and every member of the minwity community 
anti not only the powerful coteries. The 
go vernmenl of India Uims a bl iitd eye towttds 
sufferings of minomies within minoiities 
for political reasons. The vote-bank politics 
has its own compulsions as the priority 
of the ruling party is to win elections rather 
than enforce constitutional provisions. 

It is important to note that the article 25 
is preceded by the qualification “subject to 
public order, morality and health’’. What the 
Bohra priesthood is doing is the very Dcgatirm 
of this important condition. He is disturbing 
the public order, morality and health of the 
society. Because of the Syedna’sautboritarian 
ways, (he very community he heads, is gmng 
through great turmoil. It is for the law courts, 
the Minorities Commission, the National 
Human RightsCommissionandhurrum rights 
organisations and activists to saf^wsid the 
rights of minorities within minorittes by 
insisting on proper enforcement of the 
preceding conditionofiheAiiide 25 ensuring 
the public order, morality and health before 
enforcement of iis operative part This alone 
seems to be (he remedy to safeguard the 
rights of the reformist Bohns. 
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Future of Sociology in South Asia 
Oiallenges and Prospects 

CkaadHi ScBgnpte 


Afore than issues like conceptualisation in Sociological theory or 
disciplinary boundaries in social sciences, it were the problems of 
nation and institution building, development and inequality facing the 
South Asian countries that generated debate and discussion in the 
South Asian regiorutl conference. _ 


AS the irorld enters the next millenniuni, 
what future challenges will the social sciences 
in general and sociology in particular address 
itself to? With what perspectives will 
sociology in South Asia be viewed?In which 
thrust areas will the professional activities 
of sociologists in South Asiabe concentrated? 
These were some of the major questions 
laised by the South Asian regional conference 
on The Future of Sociology in South Asia' 
held at the Tata InsUtute of Social Sciences, 
Mumbai from March 25-27, 1997.' This 
conference was preceded by three regional 
conferences - in Poland. Swth Africa and 
South Korea. Five more would follow up to 
October 1997. The broad objective set by 
the Intematiorul Sociological Association, 
at whose instance these conferences have 
been organised, was to take stock of the 
sodolo^cai heritage at Iheendofthe century, 
through the articulations of these differem 
regional conferences. There was loud 
thinking that questions relating to the 
relevance of concepts arul theories, which 
found their origin in the western historical 
experience, would be raised; that the question 
(rfboundtuiesof the social sciencesbecoming 
fuzzier over time, at social phenomena no 
longer could be satisfactorily explained 
through single disciplines, will be addressed; 
the importance of history in sociology and 
the so^ sciences will be dealt with, and 
such other questions, it was expected, would 
be debated and discussed. 

In effect, however, the different regions 
tended to debate and discuss their substantive 
concerns, and through these, secondarily, 
did some of the above expectations find a 
certain measureof reflection. Thus in Poland, 
the major concern was with the future of 
democracy ; in South Ahrica. it was their 
current obsession with the national tasks 
following the dismantling of aptwtheid; in 
South Korea, the concerns related to 
yberalisalion gains and their dysfuncrional 
consequence for their major social 
instilutions. a harking back u> Cmfudus for 
the socMogy of the fiiture in Par East 

Queest rex Just SoctETv 

With a forceful sweep of history and 
philosophy of social science. Immanuel 
Wailcr^n, in his key note arldteu spoke 


on ‘Social science and the Quest for a Just 
Society’. It would be incorrect to say that 
sociology had never before been influoiced, 
in any manner, direct or indirect, by the 
search for truth and goodness in human 
society. The future world events will require 
sociology to be guided by mote rigourous 
and comprehensive modes of analysis. Will 
sociology be able to rise up to this 
expectation? Can it do this single-handedly 
or will social science, rather than individual 
sciences, be really in a position to pursue 
this quest for a just society? What were the 
constraints in the path of this process? 
Wallerstein address^ these questions by 
presenting a critique of the structure of 
existing branches of human knowledge. He 
argued that theexistingstructuresndconcenis 
ofthe social and natural sdences.and cultural 
studies are beset with several antinomies and 
dilemmas, such as between the micro and 
the macro, global and local, structure and 
agettcy, and determinism and free will. 
Historically, the issue of determinism will 
free has bm the central dilemma in the 
growth of human knowledge. The principle 
of determinism was linked to the sovereignty 
of natural science in the business of truth- 
seeking. The dilematic course of events that 
shaped the evolution of human knowledge 
through cemuries, culminated in placing 
natural science in the prime position of the 
sole constructor of reality during the late 
18th and early 19th centuries. The message 
of gootbtess however had to wait until it was 
championed by the French Revolution. Still, 
truth and goodness remained separated and 
it was social science which was established 
in the 19th century, which sought to bring 
about the reconciliation. In Wallerstein’s 
view social science was not very successful 
in its venture, M it failed to recode iu qwn 
anrinomies and dileminu. As a tesuU,-koidal 
science could not offer an exi^anatioo as to 
what extent the separation of science finm 
philoaophy prevented the seatdi for goodness 
and how truth remained confined to 
‘mktosoopic positivinn’. 

Reflecting upon the world events in the 
next25-50years and the roleof so d a! scie n ces 
in them, Wallentein maintained that the 
world was heading towards a tUsiniegrated 
socid systemandlmmansaciety would have 


to chart out its cotHse through a maa e of 
um- ^ ni n altemativet. However, amorig aU 
tlKlmuichesofknowiod|e,ititsodaiscieoce 
which has the potential to cope with the 
ensuing challenges in the new centw^Por, 
lea/ify after all, it socially constrect^ and 
the process of real/fy constnictiffli it not 
smooth but involves many socio-culhiral 
complexes. By moving towards complex 
cultural studies, both natural scieiiccs and 
humanities, are in fact reinforcing the 

cottcems of Social science in the constructiim 

of reality. Thus, in Wallerstein’s opinion, it 
is the very process of ‘social scientisation' 
of all knowledge that can help us recrrgmse 
that all reality is constructed reality and this 
is what can make social science contribute 
to a unified field of knowledge. 

South Asian Concerns 

Wallerstein provided a global perspective 
of the future of social science. The importance 
of the world view of sociology notwith¬ 
standing, it must be acknowledged that the 
general world evenu are paralleled by many 
social problems specific to a society or a 
region. Hence, the specificity of social 
systems and associated social problems will 
continue to dominate the social research 
agenda in those particular societal contexts. ' 
M S Gore in his welcome address clarified 
that even as the concent about the future of 
sociology is a global one, the future of^ 
sociology and for that matter, the future of 
all social sciences isalso very much dependent 
on how relevant it is to the concerns and 
challenges facing the particular societies. 

To the extent the future of sociology in 
South Asia is related to the future of the 
region itself, the cardinal concenu of nation i 

and institution-building, development, j 

communication and media, and inot^ities , 

are considered relevant for the SAARC • 
countries, and as such require the urgent ' 
attention of the sociologists in the region. j 
Most societies in the region are essentially | 

plural and now, also democratic. The I 
problem of nation-building thus emerges as 
a major problematique. How are these a 
countries to be politically and sociologically 
defined? The phmmenon of nation-state 
and nation-building, therefore, needs to be 
comprehended with an appropriate 
sociological framework. S T Hcttige 
examined the problem of nation-building in 
Sri Lankafromamodeniisationpenpective. 

To Mm the process of modernisation in Sri 
Lanka has been essentially 'pteudo- 
modemisation', as it was apparently directed 
towards building a unified natioD-statein the 
country but in reality it had different 
consequencea. He pointed out that although 
the Sri Lankan nationalist leaden were very 
much influenced by the project of modem 
nation-state building, they could not I 
effectively make use of the means of I 
modernisatian.paiticulatlyeducallan.iMdia I 
and communication, and economic I 
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developm«nt. Despite flgnificant 
achievement in literacy, modem education 
in Sri Lanka remained largely the privilege 
of the English-educated urban elites wto 
cornered nwst of the benefits. The state- 
controlled economy, particularly during 
1956-1977 that resulted in the concentration 
of economic and political power in the hands 
of a few from within the dominant 
communities, alienated the minorities. All 
these, concludes Hettige, have reinforced 
the existing primordial identities of Sri 
Lankan society. 

Fulfilling the goals of modernisation may 
be an ideal objective of nation building. But, 
has any counuy in the world so far fulfilled 
completely this objective in the context of 
the modem nation-state? How does one deal 
with the cultural con.strai nts and concomitants 
of modeniisation?To what extent is moderni¬ 
sation an instrument and a precess of nation¬ 
building? In what way can one conceptually 
discuss, for example, the phenomenon of 
Tamil nationalism in Sri Lanka within a 
modernisation framework? Is the moderni¬ 
sation paradigm internally consistent to 
address itself to the dynamics of nation-state 
and nation-building? These were some of 
the basic questions raised by the participants 
while reacting to Hettige's paper. 

The paper presented by Paitha Mukheiji 
addressed some of these questions and 
attempted a iheoretical formulation of the 
concept of nation-state. Mukherji reviewed 
the two existing dominant theoretical 
orientations: one that considers nation as 
independent of the state and the other that 
subscribes to the congruence of the nation 
with the state. According to him, the theory 
of nation as independemof state is essentially 
arbitrary and normative in that the 
conceptualisation of nation is derived from 
the subjective feelings of the collective 
consciousness of the community. Moreover, 
the concept of nation is as amorphous as the 
concept of ethnicity. In this discourse, the 
ethnic group and nation are used almost 
interchangeably in most of the existmg 
literature on the subject. Conceptually, a 
nation may be viewed as a cultural construct. 
The other formulation that regards the nation 
as congruent with the state, suggests that the 
tution-state is a product of the recent history 
of industrialisation and the development of 
capitalism. Mukheiji draws heavily upon 
this formulation of the nation-state. 

For Mukheiji the state is conceptually a 
distinct structural entity relative to nation 
which is a cultural coiuttuct. Both are 
however dynamically intertwined, at any 
given time and space, finding particular 
expression in thedyadic concept of the nation- 
slate. A nation-state once politically 
formalised is not necessarily a 'crystallised' 
but a 'crystallising* nation-state State 
formation is the starting point for a 
crystallising nation-state. The process of 


nation-state building is marked by the 
transhioniromaciyitallismgtoactyitallised 
nation-state. Since structural imicesses are 
long enduring, they also lay down the 
trajectories of conflicting cultural 
constructions. At the same time, the nation¬ 
state is characterised by contradictions. A 
variety of social conflicts go through the 
dialectical process of various nation-state 
building exercises, particularly using the 
cultural construct of ‘nation*. On these 
fundamental conceptual premises Mukheiji 
elaborates on two fornu of nationalism; 
‘Ethno-nationalism*, that is biased in favour 
of ahistorical, given cultural identities (the 
so-called cultural nationalities), and ‘civic 
nationalism', that is ‘secular* and rooted in 
the dynamic interface between nation and 
state characterised by a combination of 
cultural and structural expressions and 
contradictions and theirdialectical resolution 
within a given nation-state. Mukherji 
concludes that the anxiety about the probable 
homogenising and hegemonisingtendencics 
of the nation-state and its vulnerabi lity to the 
invasion from the core of global economy 
may be substantially reduced by 
strengthening the democratic institutions of 
the peripheral region. 

Any endeavour to theorise on nation and 
nation-state is as difficult and problematic 
as the nation-building project itself.^ 
Commenting on Mukheiji'spaper, Oommen 
pointed out that it was fallacious to conflate 
nation with state. According to Oommen the 
nation is a ‘felt* and not a ‘built* community. 
Whereas Oommen found the danger of 
conflating nation with state, Mukheiji found 
the danger of conflating nation with ethnicity. 
Wallerstcin raised the issue of political and 
ideological moorings of the concept of nation¬ 
state. As an ideology the concept of nation¬ 
state, it was pointed out, may be used to 
propagate state power, even in non- 
totalitarian context, or to intervene in 
deflecting or controlling the crisis of 
legitimacy of the state. Haragopal found it 
difficult to visualise the existence of a 
crystallised stale without the legitimate use 
of coercion or violence. Even in a country 
like India which has a belter track record of 
civic governance compared to some of its 
neghbouring states, movements against the 
state haveoflen evoked violence. Elaborating 
on the problem of violence, W ickramasinghe 
(Sri Lanka) as a discussant on Mukheiji* s 
paper argued that the issue is not whether 
violence involved in the process of nation- 
stiUe building is legitimate or ikm; the issue 
is that, through the analysis of violence, the 
sociologists are able to present a critique of 
nation-stale building. The question of e^no- 
nalionalism produced lively discussion. 
Momin drew attention to the long discarded 
'melting-pot thranry* and spoke about the 
danger of religious nationalism. Endorsing 
Mukheiji's views on nation-state, Unnithan 


caaUgaledtberidicukHUtiluatkmUmtimkl 
arise if one suppotu the theory of multi¬ 
national state. He observed th«, by caste, 
religiousandlinguisticconsideralions, India 
would end up with three thousand stales. 
Mukherji’s paper ends on a positive note on 
the need for stronger democrtttic institiutons 
for South Asia without explaining with whom 
would lie the onus of carrying this out. But 
that was not presumably the central theme 
of bis paper nor it implied, by any means, 
that soci^ogists of the region sh^d stop 
engaging themselves in the theorerical debate 
on nation-building unless they share such 
responsibilities in practice. 

Next to the problem of nation-building, 
the problem of institution-building poses an 
important challenge in South Asian societies. 
Satish Saberwal traced the historical roots 
of the crisis in institutions that the South 
Asian societies sought to integrate with its 
economic and political structures. His main 
concern is how to create and sustain large- 
scale universaiistic norms in terms of large 
economic, political, legal, social and 
educational structures in a cultural context 
which is essentially particularistic, related to 
immediate small groups. He mentioned that 
most institutions in India remained weak in 
the absence of a strong party system that was 
needed to sustain India's democracy. 
According to Saberwal, the institutions in 
India were largely modelled on their 
countetpans in the west, while the personnel 
w'ere Indians. But the western institutions 
were organically linked to the social milieu 
that compri sed certain values like discipline. 
The sustenance of the western institutions 
on Indian soil required the sustenance of 
those soctcial values. Saberwal suggested 
that India must find ways to pronailgare the 
values in terms of ‘a sense of mutual 
relatedness' and a 'realistic mutual trust* 
with‘effective rule of law’in order losustain 
its political pany system in the domain of 
democratic politics. 

This position evoked many critical 
responses from the pmticipants. Firstly, it 
was pointed out, th«, ifbortowed mstitutkau 
are to be sustained by borrowed vdues in 
a given social context, how will the existing 
indigenous values be negotiated? Secondly, 
it was observed that the dependence of south 
Asian institutions on western culture may 
render inslitutk»s like democracy in the 
region Eurocentric. Taking cue frm these 
observationsCiutnismeniionedihaioneiniy 
find Saberwal's approach a bit analytically 
inadequat e unless he looks at the issue of 
'building' institutions rather than nunuring 
or grafting borrowed ideals through 
institutions. Maria Luz-Moran (Spain) 
pointed out that sociological theory of 
institution-building also merits an 
explanation about how human behaviour, 
id^ogies, viJucs are liidted to institution- 
building. Take for instance, trust me n tioiied 
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by Saberwal, at a value basic to modem 
institutions. Wallerstein questioned the 
simplistic view of tnist and stressed upon 
the imponance of legitimacy. It was pointed 
out thm an attempt at institution-building 
through trust-buikJing involves several risks. 
Trust is largely a self-righteously good 
reciprocal response. In the practical modem 
world bust also tends to be calculative. 
Nonetheless, trust is based on values. Do 
people tmst exploitative institutions or the 
state? Which institution is tmstworthy? It 
was suggested that it is not so much trust 
as periiaps legitimacy, which seems to be a 
better concept to be used in the institution¬ 
building context. Drawing acomparison bet¬ 
ween Tiirkey and South Asia on the question 
of trust, Keyder (Turkey) pointed out that 
the submission of the Tutkish state to rule 
of law was possible and this produced trust 
and accountability but in South Asia, mie of 
law is es.sentiaily subordinated by the state. 

The paper by T K Oommen examined the 
problem of institution-building in South Asia 
in terms of a set of dilemmas. According to 
Oommen, a major dilemma in institution¬ 
building in South Asia could be traced in 
the opposition between what he called the 
‘macro-holistic mobilisationist' and the 
‘micro-nominalist institutionalist’. This 
opposition was inherited from the colonial 
period. While the mobilisationists were 
determined todemolish the colonial mie.the 
institutionalists were engaged in bargaining 
for their rights and entitlement from the 
colonial state. The other dilemmas relate to 
the uneasy co-existence of western and Asian 
values, the dilemma of past nostalgia 
confronting the future agenda of modem 
states, the dilemma of displacement versus 
accretion, that has resulted from the 
inclination to retain the old institutions and 
values, at least partly, while ‘adding new 
ones to the existing stock without proper 
integration in terms of functional specificity. 
According to Oommen, unlike in the west, 
the individual boundaries of the spiritual and 
temporal realms remained fuzzy in South 
Asiacreating another dilemma in institution¬ 
building. The dilemma arising out of the 
non-recognition of the distinction between 
institution and movement has posed yet 
another poblem for South Asian institutions. 
Very often the state-supported institutions 
like co-operatives, panchayats, family 
planning and community development 
programmes, are coiuidetcd as movements 
in order to give legitimacy to these 
programmes. The problem arises when the 
state sponsors the mobilisation and the 
political parties get involved in such 
movements. Civil society is also often 
encouraged to build institutions with 
necessary support from the state. As a result, 
the inadeipulc division of labour between 
mobilisation and institution-building 
becomes a problem. The last dHeirana on 


Oommen's list relates to the one that it 
inherem in the South Asian society itself, 
namely, the stratified, heterogenous, 
hierarchical and plural social structures. 
Oommen concluded that, burdened with these 
dilemmas, the institutions in South Asia 
would find it extremely difficult to work 
towards the objectivesofjustice and equality 
which those institutions were expected to 
fulfil in their respective societies. 

Oommen has essentially concentrated, as 
he himself has mentioned in his paper, on 
the deficit side of the institution-building in 
South Asia. He, however, acknowledges that 
there are many positive aspects about the 
region. The deficit approach to institution¬ 
building is likely to risk losing the 
sociological comprehension of the 
problematic of institution-building unless 
the potentials of the dilemma-resolving 
elements are discussed, just as the 
glorification of only the positive aspects of 
institution would amount to trivialising the 
issue. As M S Gore commented that if the 
institutions in South Asian societies are 
plagued by several unresolved dilemmas 
without anything to fall back on, there remains 
the question of how these societies are 
surviving. There is also a need to look at 
various interlinkages that exist between 
difierent institutions. , 

One of the crucial imperatives of 
institution-buildingthalcalisfor sociological 
explanations is the whole issue of 
development. Development is an old area of 
sociological concern. However, in the 
emerging context of numerous development 
projects being launched in the South Asian 
countries, sociology in the region may be 
required to play a new. albeit critical role. 
M Asaduzzaman, in his paper on challenges 
of devdopmem and the rde of social scientist, 

‘ looked into the social issues arising out of 
the development projects in Bangladesh. He 
underlined the fact that in Bangladesh, 
sociologists’ involvement in certain 
development projects for their better 
implementation was already in vogue, but 
this had not resulted in satisfactory results. 
However, it was pointed by a fellow- 
countryman sociologist (S Hassan) that they 
were expected to be involved only at the 
implementation stage and not at the initial 
stages of the project formulation and design, 
which were left to economic planners and 
technical persons, and were initially flawed. 
Expressing similar concerns ajjout the 
situations in Nepal, Kansakar obsd^'cd tlua 
ipost developing projects were evaluated 
on the basis of input-output modd without 
any mmsidention for thdr impact on society. 

Comtnuniedion and media was another 
tmpottam area that was coveted by this 
conference. lUs is an important arena in the 
context of multi-lingual, multi-cultural 
socteties of South Asia. How do people 
communicate? What are the media of thidr 


communicadoo and education? These 
idevant sociological issues. Unlike In Eure 
and the US, where media larply represr 
a countrywide monoculture, most sodeti 
in South Asia ate exposed to a variety 
print and electronic media reflecting a s 
of cultural pluralism. In India for examp 
a large nuniber of newspapers ate publish 
in regional languages and several tegior 
programmes ate shown on the terrestr 
televisions along with a host of national a 
international programmes telecast throu 
other satellite channds. The social imp, 
of all these developments in eommunicati 
and media is of crucial significance 
sociological analysis. Binod Agraw 
reviewed the literature in the field of mec 
andcommuniedion and theirimpacton Sou 
Asian societies. He concluded th 
sociological studies related to media a 
communication were few and that me 
researches were needed tobedonetocxamii 
this impact. Sinha, as the discussant < 
Agrawal’s paper, pointed out that the pap 
omitted two important aspects, namely, tl 
print mediaand ihecommunication traditioi 
in the tribal areas of north-east. Ra 
Sundarom, in his paper on the politics i 
cyberspace in contemporary India, made i 
attempt to examine how the new med 
created by the fast growing electronic spar 
has led to the emergence of a new cummunii 
called ‘cyberpublic’. This communii 
consists of the nationalist state, tl 
transnational elites and the inventors < 
various electronic bulletin boards and abrar 
of social activists engaged in new soci 
movements. The community has replace 
the space occupied by the upper caste eli: 
who enjoyed considerable clout during tl 
old panoptic of Nehruvian era. The nc 
techno-sociality of power of the communii 
of cybetpublic is reinforced by the expansic 
strategies of the multinationid corporalior 
within the context of a globalist liben 
economy. To Sundaram, this process that 
akin to the one unleashed by the posi-analo 
society has created polarisation in the India 
national culture with limited public accc! 
to cyberspace. Reacting sharply to this issu 
of cyberspace Sitas highlighted the dangr 
of celebrating the concept in the context < 
South Asia without theoreticaliy lookin 
into the question which world, first or thin 
has actually created this technolog] 
Discussing the relevance of cyberspace t 
the majority, Barnabas suggested that i 
countries of South Asia where only a sma 
section of population ha ve accen to televisio 
and telephotie, the issues of cyberspace hi 
to be examined in terms of its dilTerentii 
impacts on different strata of these locietiei 
The participants generally agreed that th 
problem involved in dealing with a them 
like cyberspace is that it is a theme tht 
can be meaningfully addressed an 
conceptualised within a social context tlv 
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is not currently dominant in South Asia 
Many thinp needed to happen before India 
or other pr^minantly ag^an countries in 
the region were to be considered as post¬ 
analog or post-modern societies. 

Inequality is yet another area that poses 
a serious problem in South Asia This is an 
old sociological problem. But anoldciitique 
is not less relevant in view of the persistent 
nature of the problem concerned. All the 
South Asi an countries are facing the problems 
of inequality even after several decades of 
their independence. Meanwhile, new forms 
of inequality have e m er ge d in the traditionally 
hierarchical structures of these societies. 
S R des Jayatilaka, in her paper on gender 
and inequality, pointed out that the study of 
inequality with reference to specific 
vulnerable sections, such as women, has 
received little attention in Sri Lankan 
sociology. She concluded that gender 
inequality in the areas of education, 
employment and violence cannot be properi y 
explained by thecon vcntional preoccupations 
of sociology with class, caste, ethnicity and 
political power. Hence, there is the legitimate 
need for the inclusion of the area of gender 
inequality in the mainstream sociology of 
Sri Lanka. 

The area of gender as an area of sociological 
investigation will definitely provide a 
framework for studying the newly emerging 
dimensions of inequality. Afsaruddin felt a 
similar need for strengthening the integration 
of gender studies with the mainstream 
sociology in Bangladesh. He, however, 
observed that Jayatilaka’s paper lacked 
systemic explanation of gender inequality. 
Victor D'souza pointed out that studies on 
gender inequality need to pay more attention 
to the changing ‘role’ rather than on the 
conventional aspects of women’s status. 
Commenting on I he methodological problem 
involved in gender studies, Damie and 
Mukheiji observed that gender inequality 
could not be totally wished away like any 
other forms of social inequality. There was 
the need of a methodology to assess how 
much ‘ntore’ unequal gender inequality was 
with respect to the statistical norms of other 
inequalities, with a constant striving for 
reduction of inequalities in general. The 
factors of caste, class and power might as 
well continue to be the impoitani explanatory 
attributes while examining the questions of 
both relative and absolute inequalities in 
South Asia. It is in this context that sociology 
in South Asia, in order to enhance its 
credibility, would not only require to keep 
track of the newly emerging issues such as 
gender and a feminist theory of inequality, 
but also a higher level of abstraction and 
conceptualisation in its dealing with new 
symptems of the old problems. 

The panel discussion of the conference 
brought sharperfocus on some other specific 
VKidont that seemed important in thecontext 
of the ftihue of social scittKe in South Asia.’ 


These included the dilemma r^arding the 
funding and autonomy of research, the con¬ 
flicting role inherent in the ideological beat 
of the sociologistt and in their membership 
in the critical community of the discipline 
and lastly, the question of relevance of the 
heriuge of the 20th century conceptt to the 
future social knowledge. Thepandists agreed 
with the moderator's introductory remark 
that most sponsored or CMisultancy research 
in the social sciences which are recently on 
the increase, tend to he evaluative. In many 
cases the interference from funding agencies 
is present at every stage of research, leaving 
little scope for raising basic questions about 
the proMems at hand, which is a fundamental 
requirement for the theoretical developmem 
of a discipline. However, with reference to 
India, it was observed that the question of 
autonomy must be situated in the context of 
present crisis facing the academic discipline 
of sociology in India, particularly the decline 
in student enrolment. As against this situation, 
there was a reference to the massifleation of 
student enrolment as requirement for 
university funding in South Africa. 

On the question of the ideological leaning 
of the socid scientist vu-o-vtsbi$ membership 
in the critical community of chosen discipline, 
it was pointed out that the existertce of a 
critical apparatus presupposes one's critical 
community. Douto were expressed if such 
a critical community at all exists in South 
Asian social sciences. 

Regarding the question of uni versalisation 
of the 20th century concepts, it was pointed 
out by the moderator that it was made out 
by many sociologists that the 20th century 
h^tage of concepts has emerged as basically 
a Eurocentric discipline which has not fully 
enabled sociologists to address, understand 
and explain adequately the social phenomena 
that exist elsewhere. There are thus pressures 
from individual cultures and societies for 
indigenisation of their approaches and 
concerns in understanding the social 
phenomena. The discussion implied that there 
is, in fact, no dichotomy between global and 
local concerns. Apparently, all that is revealed 
by the global-local equation is a tension 
brt ween the modern world capitalist system 
atxl the proximate concerns of many societies 
that are still at the transitional stage of the 
capitalist development process. From the 
sociological point of view, this tension is 
creative in that it helps explain various 
manifestatkmsofcapiialiiminthedeveloping 
world. The themes of the ctxiferencc, by and 
large, reflect the concerns of the South Asian 
sociologisu about the internal problems 
of their own societies. However, the 
preoccupation of the sociologists with the 
concerns of the societies in which they live 
and work may not always be guided ^ the 
search for an ‘endogenous’ model that may 
appear ineffective in the presem glohal 
context. Rather, such involvement of 
sociologisu in the social life of their own 


societies may be influenced eitlier by 
reflexivity, a sense of moral oUigadon, a 
value-orientatkm or desire to contribute to 
practical social policy refonn. The issues of 
nation and iiutitution-buiiding,develo|iment, 
communicaiitm and metha, and inerpiaUties 
are old problems reappearing in new 
situations. These are not sitn|dy South Asian 
problems but are cotmnon all over. From this 
viewpoint, it may be difflcult to come out 
with an exclusive South Asian perspective. 
But, from another angle, a common 
perspective around them seems likely as 
rrtost of these issues are grounded and 
sustained in plural and stratifled social 
structures which are common across the 
South Asian region atxl thm they need to be 
addressed with a critical gaze at specifleities. 
Nonetheless, in the modem w<^ context 
local specificity can hardly remain insulated 
from the larger world system. A major 
challenge before sociologists in South Asia 
is to comprehetKl and explain the dialectic 
between the Eurocentric and the mdigenous 
which should lead not to replacement but 
enrichment of orte by the other. The future 
of sociology in South Asia is contingent 
upon how d^ly the sociologists in the region 
can address all these issues with appropriate 
theoretical and methodological framework 
with an eye on blending the specific universe 
of discourse and world soci^ kiwwledge at 
we move into the 21st century. 

Notes 

[I am thankful to Partha Mukhetji and Jacob 
Aikara for their valuable comnwais and 
suggestions oo the dnft of diis paper]. 

1 The sieenog committee of the Muodiai 
conrcicfice at the ootsA idcMified rbesc five 
themes as major Soudi Asian c ooc ems of all 
the SAARC coarunes. P ipets were in vi wd 
from SAARC panicipaiui oa each of theK 
sub-themes requesiii^ them tt> bear ia miad 
that while dealing with the sobsisnirmoaaoacas 
the beritage of sociology ooald be kept as a 
backdrop for dheunion. InKtuaiily.thepilien 
and discusiions as in the eartier coafenaoca. 
graviuued moR oa the sU b s t aati ve coaoeiaa. 
TbiicniiHdativeexperkBoeofdiefoarmgkiaal 
conferences would lend to saggert. tbai the 
hentage of sociology, as the auior ihemMic 
concern, feds to evoke enoagh itMRti - it was 
the substantive probl em s of the tegioas that 
superseded all others. 

2 Ofalliheihen>es.aaiioa-bBildiagstSBdKaMai 
discussed topic sad it evoked the amrianaa 
debate. From the diicBtsiaas. il aratsqund ihM 
nanon-bailding was an exitcawly live ittac 
in the South Atiaa forum, h srac Boi poaifeie 
to capture the entire gataai of the ditc u iaioa 
on the rheme in this thort cotameaiary. Also, 
it war not possible to indade aO the n m nrs 
of those partkipmiis srho made s everal 
i merutia g c oaniwnri on other ihamea. 

3 The Panel composed Md S Haaaaa 
(Batyladesh). S T Henige (Sri Lmluti. Art 
Silas (South Ahica) and feom ladm. Smith 
Safactwal, Sajaia Pmel and PUflha Makheqi 
m the ntadetator. 
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PERSPECTIVES 


How Did the Reforms Gain 
Acceptabihty? 

Errol D’Souza 

The process by which the new economic policy regime was introduced 
and the conditions under which support for its acceptance ivaj 
garnered have not received adequate attention and is the subject of 
this essay. It is argued that the distributional struggle whereby 
attempts are made to pass the burden of stabilisation on to other 
sections of society is at the heart of a reform programme, including 
India‘s. 


THE shift of the Indian economy from a 
dirigiste regime towards a more liberalised 
regime with reduced state intervention has 
been largely debated about in consequentialist 
terms. The debate has tried to trace the impact 
of the reforms on inflation, growth, 
employment and poverty reduction among 
othweconomic indicators. In theinitial stages 
of the introduction of the reforms in 1991 
there was some discussion as to whether the 
reforms were inevitable and necessary or 
misplaced. However, the process by which 
the new economic policy regime was 
introduced and the conditions under which 
suppoit for its ^xeptability was garnered 
have not received a^uate attention. It is 
this neglected issue that we attempt to map 
the major contours of in this essay. 

The dramatic shift in policy regime is 
surprising because the balance of payments 
crisisof 1991 which was policy-induced was 
not as major a crisis as the earlier ones the 
Indian economy went through due to bad 
monsoons or a dramatic increase in world 
oil prices. Also, it was initiated by a 
government which was at that time in a 
minority in parliament. The government 
appointed several high-level committees of 
experts to formulate reform proposals which 
were generally accepted by the government. 
The reports of the committees and some 
government policy papers were made public 
and discussed with various sections of society 
such as academics and industrialists. Such 
activities did help to build a consensus around 
the reforms programme. I would argue, 
however, that three elements were significant 
to the management of the process by which 
the dirigistic regime characterised by 
distributive expoiditure policies was sought 
to be cofitaioed; the use of the ideology of 
deregulation as a reputational mechanism 
which binds politicians to the policy r^nie 
of reduced stale intervention, the institu¬ 
tionalisation of the delegation of responsi¬ 
bility for economic policy to an autonomous 
finance mimstry that reigns in distributive 
politics and the asymmetry in the distributive 


conflict over income shares which forces 
those in the unorganised sector to bear the 
brunt of inflation and thereby makes them 
accept a reforms programme which they 
consider to be less costly to them. 

Distributive Expenditure Poucies 

The dirigistic regime involved the 
formulation of policies which when passed 
in parliament or the legislature translated 
into regulations on business and economic 
activity, taxation and subsidies, trade 
restrictions and direct transfers, all of which 
affect the distribution of income. Politicians 
in power ivere able to turn their control over 
public spending into a source of political 
benefits by adopting financing programmes 
that benefit their constituents who then 
become a vote bank. This generated a 
competitive politics where politicians 
competed to gain and retain public office. 
The government budget came to be viewed 
as implying expenditures that have 
.distributional effects in the sense that some 
section of society gains at the expense of 
others and thisresulted inconsiderableri valry 
among those in the organised sector of the 
economy to appropriate the gains due to 
government regulation, tax-subsidy policies 
and contracting. Politics got increasingly 
reduced to a processof redistribution towards 
favoured interest groups. The increasing 
expenditures that this necessitated, however, 
was not matched by increased direct tax 
revenues. 

Taxpayer-citizens realise that in order for 
government to serve essential funcAins such 
as the promotion of a stable social and legal 
Older and the enforcing of property rights 
and contracts they must subject themselves 
to the government’s sovereign powers of 
taxation and public expenditure. However, 
the state as a relatively autonomous actor and 
given the sovereign powers it holds is free 
to choose tax and expenditure policies that 
Airther its own self-interest or which favour 
certain consumer and producer interest 
groups. Taxpayer-citizens only benefit from 


publicexpenditures and govetnmett policies 
financed by tax revenues to the extent that 
such state promoted economic activities are 
appropriable by them. Tax evasion as an 
instrument to protect themselves from the 
undesirable b^viour of the state and its 
functionaries and in order to redress the 
balance of unfavourable public policies is 
resorted to by taxpayer-citizens when they 
are unable to appropriate what they considw 
to be an appropriate share of the benefits of 
expenditure policies [D’Souza 1996a]. Tax 
evasion is an adjustment mechanism used by 
a taxpayer-citizen to inHucnce the aggregate 
tax collection of government, only a 
propoftion of which is of benefit to him. The 
extern to which the mechanism has been 
used can be gauged by the results of a study 
sponsored by the Central Board of Direct 
Taxes [ Acha^a and Associates 1985] which 
estimated that black income generation as 
a proportion of GOP at factor cost in 1980- 
81 was in the region of 18 to 21 per cent 
and was growing with time. 

The combination of burgeoning 
distributive expenditure policies which 
individual politicians promote and push for 
in order to enhance thei r chances of retaining 
office together with the paucity of matching 
tax revenues that could finance these 
expenditures resulted over time in a rise of 
the revenue and the fiscal deficit. Thus, 
distributive expenditure policies which are 
individually rational for those who hold 
political power turn out to be collectively 
irrational for them as aparty or group because 
each individual politician’s pursuit of 
expenditure policies that he believes with 
further entrench his position results in 
mounting deficits. The political response to 
this has been to resort to administered price 
and indirect lax increases which are 
inflationary as well as to push the burden 
into the further by floating public debt. 

Rise in Inflation 

The public debt option has proven to be 
an unstable policy option. Government 
expenditure financed by debt increases 
incomes due to the interest payments on the 
debt which in turn increases consumption 
expenditure which raises income even further. 
However, if the additional tax receipts 
induced by the increase in income are less 
than the additional interest payments, the 
govemmenf s budget deficit increases. TUs 
leads to the government increasing the rate 
at which it issues new bonds, thereby 
increasing the rate of growth of interest pay¬ 
ments and generating an unstable situation. 
In fact, whm the.-e is prevalent a revenue 
mix of direct and indirect taxes, bond- 
financing of deficits, even what it is stable, 
can be contractionary (D'Souza 1996b]. The 
rise in inflation and the worsening economic 
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, iHiiatkm arising fio^ the deficit reduces the 
potMilarity of Che pditicians in power and 
the oppoti tion ’ s chances of challenging them 
succesri^lly incteasM. Conflict over the 
distribution of income accentuates as the 
oiganiscd sector strives Co retain its share of 
income either by passing on price increases 
or through a process of financial adaptation 
where they move away from money and 
purchase assets which are inflation-proof. 
The burden of adjustment is passed on to 
the unorganised sector which has less access 
to assets which afford protection against 
inflation. 

Inflation not only results in an income 
deflation of the unorganised sector, but also 
affects the organise) sector because it 
adversely affects private investment by 
increasing the riskiness of long-term 
investment projects, reducing the average 
maturity of commercial lending and distorting 
the information content of relative prices. 
Roth the organised and unorganised sectors 
would thus like to see an abatement of rampant 
inflation as would politicians whose vote 
bank comprises mainly the unorganised 
sections of society whose asset base is non- 
indexed. The asymmetry whereby the 
organised sector is able to withstand lunger 
and more intense spells of inflation because 
it can resort to tax evasion, flight towards 
indexed assets and the passing on of cost of 
living increases, is crucial to the acceptance 
of a reforms programme of reducing deficits. 
The unorganised sector as well as 
beneficiaries of the regime of distributive 
expenditure policies would be reluctant for 
reforms not only because of the reduced flow 
of benefits but also because of the a priori 
uncertainty as to how effective the 
government will beinenforcingastabilisation 
programme. The increasing burden of 
inflation borne by the unorganised sector, 
however, increases the costs of their 
continuing support for a distribuiive 
expenditure programme and when the costs 
of inflation are large enough to dominate the 
uncertainly of the impicmeniation of a 
stabilisation programme, they begin to lend 
grudging support to a reforms proces.s. It is 
the cxceedin^y high cosu of inflation that 
induces the acceptance of a reforms 
programme by those who would be initially 
unprepared to accept reforms. With inflation 
increasing and the relative position of the 
unorganised worsening, they begin to accept 
the less favourable outcome that a reform 
might bring about for them. 

As the generation of support for a refom 
builds up and as the worsening economic 
situation reduces the popularity of incumbent 
politicians and increases ihdr susceptibility 
to political competition, they need to 
introduce a way to reduce the opportunities 
for distributive politics with iu implied 
increasing public expenditures and to bind 
|hem to a strategy of fiscal discipline that 
is collectively rational for them if they want 


to retain posKT. By signalling aoommiiineat 
(0 refonn, dity also reduce the uncertainty 
associated with the success of the reforms 
programme and thoeby increase the support 
for initiating such reforms. The delqiation 
ofresponsibilily for economic policy-midting 
to technocrau and the use of ideology are 
two important mechanisms that helped the 
credibility of the reforms to be fuitheied. The 
delegation of the power to formulate 
economic policy to technocrats in the finance 
ministry allowed the restraining of politicians 
from indulging in distributive politics and 
forced them towards the collectively rational 
stnuegy of fiscal disci (dine. These technocrats 
as a result came to be vietved as having 
attributes that are above the selective|>olitical 
interests of particular politicians and who 
have an agenda for (iromoting the collective 
interest of the patty in power by seeking to 
curtail distributive (lolitics. 

The idea of deregulation and the retreat 
of the state has also been promoted 
aggressively so as to give credence to the 
notion that special interests will no longer 
be allowed to use the political process to 
secure gains for themselves at the expense 
of the general (niblic. The ideology of the 
free market has been effectively used as a 
means of mitigating the chance qf a return 
to a regime of distributive politics that favours 
interest groups who may in return make 
contributions towards a patty's funds. These 
contributions along with the resources 
generated through the budgetary (trocess in 
the past were spent in the form of subsidies, 
etc, so as to influence the vast majority who 
were not able to organise as interest groups 
in order to create the favouraMe publicity 
that increases the re-election prospects of 
incumbents. The attempt made by 
government to insulate itself from interest 
group pressure is seen in the privatisation 
programme where due to the difficulty of 
imposing a hard budget constraint on (xiblic 
enterprises due to the demands of managers 
and workers as well as of consumers for 
subsidisation or iransfets from the budget to 
the public enterprise, the state prefers to 
reduce such [iressures by trensferring the 
cmeiprises u> private hands. The privatisation 
programme apart from the motivation of 
raising resources stems not just from the 
superiority of (irivatc over puUic ownership 
in promoting efficiency but from the 
moti vation of the state togain some autonomy 
from interest group (uessures. 

Prix Mamuet Ideology 

The credibility of the government's 
commilineni to stop pursuing distributive 
politics once there is tentative accepunoe of 
a reforms (mtgnmme is enham^ by a 
cemunitment to an ideology of the free matte. 
GivenlhtfagemslackoontroloverpoHlicians 
once they have been elected, and alao that 
V it costly to acquire the ettpettise necessary 
to (Mtts judgment on various diinensioiu of 


policies, ideology is used as a way of 
sununarising (wsilioni on policy issues. 
Politiciaiu in vest in the ideological reputation 
of being more biased towards the institution 
of the market rather than the state to solve 
the allocation problem so as to signal the 
position they will adopt and support on (Wlicy 
nuuters. Such an investment is intend to 
create and maintain a reputation that serves 
to bind politicians to certain [xisiiions from 
which they might be induct to deviate. 
Simultaneously it provides citizens with a 
low cost benchmark from which to evaluate 
whether a certain (lolicy furthers refonns or 
is a deviation from it and serves as an indirect 
comro) over the actions of policy-makers 
and iiKumbent (loliticians. reputation 
for commitment to a (vafticular ideology 
servu a function in political exchange akin 
to that which braitd-name capital serves in 
market transactions. Given that such 
reputations are political asseu, govenunents 
are willing to incur the costs of acquiiing 
and maintaining these assets as th^ will 
enhance reputational ca|>ital and serve as a 
performance bond which citizens will use to 
evaluate and supfwrt them by. 

Finally, any process of reforms is not 
irreversible and there are also likely to be 
implementation delays. However, the reveniri 
or delay of a stabilisation programnie is 
costly. After the implementatioa of a reform 
programme the ex owe information rqpuding 
the uncertainty associated with the 
effecti veness of tte government in enforciiig 
the stabilisation programme is revealed and 
■f ejt post this im{>lies foat the outcome for 
some groups in the economy is worse than 
they expected thcrrwill be pressure to undo 
the refonn. Such a lefatm is undone due to 
Its inability toimptenentasocially acceptable 
distribution of the costs. Once a stabilisatioo 
attempt is derailed, however, it isquitelikdy 
that the next time around in order that 
acceptability for refonns can be generared, 
inflation will have to be higber than in the 
[trevious attempt so as to overoone the higher 
uncertainty regarding the possibility of 
success and to nuJte the coat of postpone m ent 
of the stabilisation for mi dabte. 11 k distri¬ 
butional struggle whereby MtemptsMC made 
to (tass the burden of stabilisation on to other 
sections of society it at the heut of a refonn 
programme. It is what was central to the 
Indian reforms that were initialed this decade. 
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REVIEWS 


From Neo-Marxism to Neo-Populism? 

GKUeten 

The Underdcvelopmeat of Devetopmeot; Essays in Honour of Andre Gander 
Frank edited by Sing C Chew and Robert A Deninark; Sage Publications, 
Thousand Oaks/London/New Delhi, 1996; pp XV + 427, Rs 595. 


THE charisma of Andre Gunder Frank has 
risen with the radicalism of the late 1960s 
and the 1970s, and (he then political 
radicalism was reinforced by the many books 
and numerous articles which he wrote, 
starting in 1955 with, surprisingly, studies 
on Ukraine and Bclorussia which were 
commissioned by the US army psychological 
warfare division. The author, born in Nazi 
Germany, worked at Chicago and other 
universities where he worked with Hoselitz, 
Rostow, McLelland and others, but soon 
realised, as he himself writes in an 
autobiographical chapter, that all 
development studies of US origin were part 
of the problem rather than part of the solution. 
The complete list of his works, translated 
in several languages, covers 40 pages, and 
contains such important seminal books as 
Capitalism and Underdevelopment in Latin 
America, Lumpenbourgeoisie, Sociology of 
Development and Underdevelopment of 
Sociology and Latin America: 
Underdevelopment or Revolution. Prank 
indeed was the theoretician of 
underdevelopment in the wake of the 
expansion of the capitalist system over the 
globe. He was not the only one. and many 
of his close colleagues (Samir Amin, Otto 
Kreye.Gerrit Huizer, Immanuel Wallerstein, 
Tbeo Dos Santos) have contributed articles 
to a book presented to him after his retirement 
as professor at the University of Amsterdam. 

The concept development of 
underdevelopment has been the hallmark of 
Prankian analysis. Surprisingly, however, 
the ettitors in their preface write something 
else: "Gunder Frank coined the phrase ’the 
underdevelopment of development’ which 
became the slogan of resistance to so many 
people throughout the world" (p XI) 
Although Frank’s autobiographical chapter 
carries the same title. The Underdevelopment 
of Development, it should have been clear 
to the editon that this ideniElSubdesarrollo 
die/Desomofo) was put to print only in 1991 
md that Frank, the worid over, is known for 
his sharp analysis of the external forces 
which effecti vdy caused underdevelopment 
in the third w^d, particularly in Latin 
America, the continent which became his 
emotional home. 

It is ironical that the editors at the end of 
theirintroductorychapter.precedingFrank’s 


contribution, write that “the world system 
is exploitative and that this exploitative 
system should be fought: ‘Faced with 
difficulties, one does not simply redefine the 
problem’. That, however, seems to have 
happened”. 

A queer ideological shift has taken place; 
underdevelopment of development has been 
substituted for development of under¬ 
development. That is the title of the book, 
and that is the new ideological position which 
many of the authors seem to occupy. The 
latter concept refers to the exploitative and 
debilitating inqract which world capitalism 
is supposed to have on the ‘dependencia’ 
zones, i e, the underdeveloped and thus 
underdeveloping countries. The former 
concept, the underdevelopment of 
development, relates to a post-modem 
injection into the Frankian dependencia 
theory, or rather to the rejection of the 
‘modmisation agenda’ of the Weberian and 
Marxist ilk. The latter interpretatioiu argue 
from the positive and progressive linearity 
which is associated with European 
Enlightenment. This linearity seems to be 
questioned on at least two grounds. 

In the first place, for Frank history is now 
conceived as a cyclical global development 
by which some regions assume developed 
positions temporarily. The contemporary 
world system, and the process of capitalist 
accumulation, which earlier had been 
conceived to have started from around 1,500 
onwards, have now been assessed in terms 
of a period of ’at least five thousand years’. 
In the process, the idea of capitalism as a 
distinct system is rejected lock, stock and 
barrel. The editors write: 

The call is to abandon the concept of 
capitalism as adistinct modeof production... 
and of transitioa between modes because 
these constructs are viewed as obsutcles to 
understanding tbe essential uni ty of the world 
system that has existed for at least five 
thousand years [Frank 1991]. For Frank 
(1991, p 171), "the ri se ofEurope represented 
a hegemonic shift fiom East to West within 
a pK-existing system. If there was any 
transition then. It was this hegemonic shift 
within the system rather than the formation 
of a new system" (p 11). 

Prank, in his own contribution, calls for 
abandoning our belief in capitalism as a 
mode of production, and of all modes of 


production, for their lack of a scientific basis. 
It is an analysis based on market dominance 
and on regional shifts in economic gravity 
which make developroeitt in one comer of 
(hat world system into a temporary 
phenomenon: it will naturally be followed 
by underdevelopment, and by development 
elsewhere. The words 'imperialism' and 
’multinationals* hardly figure in tbe book. 
Their economic, political and social impact, 
if any, will automatically cease when 
hegemonism shifts from the west towards 
parts of Asia. This is the essential meaning 
of underdevelopment of development (p43). 
What exists is the fundamental unity of the 
underlying world system ‘as far as it will 
go’ but at least 5,000 years, and the short¬ 
lived European hegemony will come to an 
end, and will make way for another 
hegemonic zone or, better still, for a 
‘humanocentric’ alternative to Eurocentrisna. 

The second reason for questioning 
development, and hence the option for the 
category of underdevelopment of 
development, is the ecocentric bend in recent 
Frankian theory; the need to reconceptualise 
history in terms of an integral relationship 
with Nature. This lineof argument, however, 
is worked on rather summarily in most of 
the contributions. The available models 
(capitalism and socialism) are pronounced 
to be inadequate for development. The 
assumption is that development is actually 
anti-development and that such development 
tuns counter to the interests of the majority 
of the people; the minorities of the world 
- ’ethnic, national, linguistic, racial, social, 
sectoral, age, vocational, and other 
minorities' (p 47) - form this miyority. 
Overlappi ng with the other minority, women, 
they are identified as the actors who will 
fightforanewdevelopment. It is remarkable 
that ‘class’ is omitted from the long list of 
the multiple minorities making up the 
majority. 'This is not an aberration. It follows 
from Frank’s and most contributors’ 
commitment to the 'new social movements’ 
as the harUngen of a better world. 

Which development? It probably will be 
an ecocentric, decentralised, humanocentric 
development (and therefore a dramatic 
rupture after 5,(X)0 years of the capitalist 
world system), but the specificities of this 
rupture, the stages involved, the 
organisational models and the inter-societal 
and intra-sodetal relations are not worked 
out. On the contrary, Frank suffices with (he 
romantic mnion 'A luttacominua! -struggle 
continues’ at the end of his own article. 

After the two introductory charters (by 
the editors and by Frank), the book is divided 
in four parts. EMh cluster has three to five 
chapters of various lengths. Part I ('On 
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Development and Underdevelopment’) 
[KMttains articles which are critical of the new 
line and articles which fiilly endorse it. The 
article by Samir Amin is a confrontation 
with many of PIrank's old and new positions. 
Amin sticks to the point that under- 
levelop/nent is “the product of capitalist 
Jeveiopment, which is polarising by nature" 
ind that this capitalism started with the 
ndustrial revolution. Amin repeatedly 
easserts his allegiance to Marxist concepiu^ 
oois and methodology, and is firm in his 
ejection of the S.OOO-years’ theory as 
Tundamentally erroneous and sterile”; Frank 
‘by extmiding the phenomenon to all phases 
if history - for five thousand years - has 
srased in this the specificity of capitalism" 
p 64). Amin further asks how the new 
ocial movements can constitute the 
ilternative: 

...if polarisation has characterised the world 
system for five thousand years, it must so 
to speak, be the consequence of some 
anthropological characteristiis of the human 
species transcending social formations? Why 
suddenly, today, should social movements 
be the answer? Frank has therefore passed 
from one extreme to the other. He had 
accepted that liberation could be obtained 
by delinking and building socialism. He has 
now renoun^ direct action in his framework 
and adopted in its place a resolutely anti¬ 
statist and globalist trust in social move¬ 
ments...These ‘social movements’... seem 
to me to be completely manipulable (and are 
manipulated) by the dominant forces of 
capital, preoccupied in the short term with 
the management of the crisis and not by its 
solution (pp 66-67). 

The inclusion of such a sharp critique of 
‘rank's U-tum goes to the credit of the 
ditors. The article on the debt crisis by 
^ye, unfoitunately rather short, also sticks 
a the development of underdevelopment 
iiesis, but the other atlicles in this section 
P not. On the contrary, they treat under- 
evelopment as a geographical problem in 
tie wake of the decisive role of the “organi- 
alionat and communicative apparatus'' 
Philip Wagner) onas a consequence of “the 
altacious Eurocultural epistemological 
.otion of history as a di^cctically pro- 
Tammed progressivist universalism on the 
narch towards the Eurohumanist end” (Herb 
tddo). Addo refers to developmentalism, 
irogressivism and dialcaalism as deceptive 
nd dangerous ideas, and calls for a “nco- 
adical Third World perspective”. Such a 
nspective should underwrite the old Frank 
ho, in his great reversal of past theories, 
diefs and hopes, has even gone to the 
xlem of fUtting: “No one left, right, or 
entre, any longer has any practical solutions 
D offer regarding development. We should 
orget all these isms" (p 142). Part 1 of the 
look ends with a clarion call for ‘Third 
/orld Radicalism' which subscribes to 


Frank's new rejection of ‘Eurocentric 
historical developmentalism*. 

Part II (‘On P^pheral Regions’) carries 
interesting articles on underdevelopment in 
Lati n Ambfica (by Dot Santos), the economic 
catastrophe in Africa (Amin) and on Asia 
in the world system (Aseniero). They are 
written within the old paradigm (development 
of underdevelopment), Imt they do not 
provide indications of the non-European 
development alternatives which one may ex¬ 
pect if the Eurocentric dominance is going 
to fade. Dos Santos actually argues that 
althoughEurocentricdvilisational ideas have 
been misused as instruments of domination 
and subordination, for a long time to come 
“the great civilis^ons will serve as points 
of referencein the construction ofaplundistic 
society and a truly planetary civilisation” 
(p 169). 

Pan III (‘On the World Historical System 
and Cycles’) does not give answers either. 
The articles are rather an expiicitation of the 
worid-systems theory of the old Frank. The 
articles arc short, with the exception of a 
treatment on the cyclical movement in the 
history of an, a theme which is rationalised 
for inclusion in the book on the basis of the 
argument (hat it also has a cyclical, non¬ 
linear sequence and fluctuates with the 
fluctuations in the world system. Barry Gills 
m his contribution deals with The Continuity 
Thesis in World Development* and offers 
a vague glimpse of what can be expected 
in the next stage of world history. World 
development, he argues, has been based on 
capital accumulation as thedri ving force and 
on trade incorporating all the areas (he 
introduces the concept of ‘hegemonic 
transition’). The next [^se, he argues on 
the basis of his joint work with Frank, will 
be the era of cosmo|x>litan humanocentrism 
which will involve the rejection of any 
‘centrism’, not only of Eurocentrism. But 
would such a development then not involve 
a discontinuity option, a break with 
universalist ideals. Would it not signify a 
fragmentation of (he world in localisms? 
This. Gills argues, will not be the case; 
“humanity istruly one, having amie common 
heritage and sh^ng a common heritage" 
and “a Kantian type of cosmopolitanism" is 
needed; “A cosmopoliian praxis based on a 
humanocentiicundeistandingofthe common 
historical development of humanity" (p 239). 
Thus the humanocentric worldview appears 
to get bogged down in romantic religiosily 
and docs not provide clear answers, clear 
concepts, clear logic or clear theory. How 
this cosmopolitan praxis would develop and 
how societies would be structured remains 
to be established, but for the assertioas that 
it will be ‘neither socialism nor capitalism’. 

In part IV (‘On Social Movements attd 
Social Justice'), orte would expect to get 
some aruwers to'the rather conftising signals. 


In the cluster, the question of social justice 
in a new world order it addressed in tenns 
of the identity of the sodsl mo vesnents which 
should bring about the break, discontinuing 
the underdevelopmetK of developtnem. Yet 
again, the type of change eludes concrete 
understanding. Huizer revisits many of the 
social confrontations, particularly in the 
agrarian sector in various parts of the world 
and in various varying contexts and the elite 
counterstrategies spearheaded by the CIA. 
He again sees all kinds of local initiatives 
emerging ‘in all corners of the world’ and 
in the end expresses the hope that this 
‘globalisation from below’ will not be 
confronted by violent resistance from the 
forces of globalisation from above and that 
“the rea) ingenuity of some of the strategic 
groups among the dominant forces would 
bring them into serious dialogue...with 
strategic groups enrerging from below to 
ensure that development will not be further 
underdeveloped" (p 310). 

Pat Lauderdale ends her treatise, a cry for 
justice and eco-sanity in the world, with a 
defence of the indigenous conception of 
development and real cultural diversity as 
the only path to survival, a point which is 
also defended by Virginia Vargas in a short 
contribution of women's interests. She 
expresses the pious hope for a worid *10 
which the highest value will not be the 
dominion of power, but rather 
inierconnection, interdependence, and 
respect for the divereity of ideas, options, 
struggles, and transformative democratic 
projects” (p 353). Both these options appear 
to be options for a fragmented worid of 
romanticised indigenous cultures. 

The last article of cluster IV, again a short 
oiM, is aiherapeutic prescription by ImmMud 
Wallerstein. In the 1990s. he remarks 
ironically, it is hard to remember that anyone 
was ever optimistic. Everybody seems to be 
working under the mono; ‘I also once have 
been a Keynesian*. His dream for a better 
future, he writes, has remained, but when 
he unwraps the dream, he also adds to the 
invention of elusive concepu. Utopistics is 
what he recommends. It boils down to some 
form of equality and some form of 
participative democracy. Its meaning is 
‘exfriained' in a couple of sentences; Tt 
meaiu we have to engage seriously in the 
project of inventing the fubKC system - not 
by a philosopher-king, but eoNci^vely. We 
need to debate priorities and the nature of 
institutions that could impieiiKiM them” 
(p 361). The solution, conoined in merely 
one paragraph, is hardly utopistic and hardly 
contributes to the promise of an inuninenl 
break in the hqgemonic transition. 

The‘solutions'which the Fhaikianievisiaa 
has come up yritii remain stuck in aome 
vague appeals fwawotld of cuttimitBvcniiy, 
community-baaed and cco-hriancnd, in a 
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global humanity without a dominant world 
tyatem. The future project has a ring of 
mmaaticism and piety. It reminds one of the 
many millenarian and counter-culture 
movements of the past and, although a cry 
against the injustice of the world at the end 
of a millennium, it fails to give a concrete 
handlefor countering the underdevelopment 
of development. It hardly addies.ses the issues 
connected with the development of 
underdevelopment. 

Only in one article in the book, the one 
written by Samir Amin, is the alternative 
spelled out in concrete terms, reminiscent of 
the ideas of the young Frank. The book is 
edited as if all the approaches have belonged 
and continue to belong to one paradigm, and 
the editors could have been more cautious 
in combining the various essays into one 
book. The essays, with the exception of 
Amin’s and Dos Santos’, arc an extension 
of the ideas developed by the old Frank, 
basically in this decennium. 


! This, I suppose, was the problem with 
the project. Since Andre Gunder Frank 
has been active in so many fields and has 
made so many influential contributions, 
a fair selection of contributors covering all 
those fields was a tedious job. The editors, 
however, could have helped the reader by 
clearly demarcating the shift in ideological 
position between the young Frank and the 
old Frank. Pretending that no rupture has 
taken place, as the editors do, adds to 
confusion which could have been avoided 
and which could have turned the book 
into a good document of authors who have 
ridden with the neo-marxist wave of the 
late 1960s and 1970s and, if my reading 
is correct, have now driven with the wave 
of neo-populism, at various points aligning 
with post-modernism. It is unfortunate 
that the essays in hi.s honour do not cover 
the full range of academic and social 
activism which Gunder Frank has been 
famous for. 


The Real and the Fictional 

Michael Thoqie 

R K Narayan The Early Years: 1906-1945 by Susan Ram and N Ram; Viking, 
Penguin India, 1996; XXXVIII + pp 462. Rs 495. 


SUSAN RAM, in ‘Entering Narayan’s 
World', - her personal Introduction to this 
husband-and-wife biography, relates how 
coming to India as a doctoral student of 
politics, she felt the impossibility of getting 
close to south Indian life in all its rami¬ 
fications. She almost despaired: 


Eventually, aftery ears of delay and lefiection, 
she arrived at a biographical method akin 
to Narayan’sown: “It meantstrolling through 
Narayan’s 'two worlds' with the casualness 
and ease of an excursion into Malgudi. Now 
the biography promised delight in the journey 
and an open destination" (XXXVi). 


I EngIishnovcl(withRaoMdAnand)Nainvi 
was aided by the ‘secure base’ of hi 
childhood (S3), although his eviy amtHthi 
was <juiie differently proclaimed in the 
childish legend, ‘R K Narayanaswami, B A, 
B L Engine Driver’. English was “most ill 
use at home" (69), where his schoolmaster 
father provided a free run of the leading 
English periodicals: 

Both parents were highly principled, had 
a strong belief in education and the value 
of learning, and shared a liberal perspective 
on life that worked against orthodoxy, 
religious and social (67). Yet despite his 
undistinguished academic career and his 
disastrous foray into teaching, in his 
determination to become a writer Narayan 
enjoyed, through many setbacks and familial 
hardship, ‘affective’ backing as well as, 
later, the remarkably fortunate ‘cognitive’ 
support of Graham Greene. 

Indeed, one might almost venture; "No 
Greene, no Narayan” - not, anyway, as we 
know and value him. ‘ “I would like you to 
emphasise the role of Graham Greene,” he 
told me. "He is really the most important 
point in my life as a writer” ’ (XXV). Greene 
allied, that is, with Narayan’s friend, Kittu 
Puma who, bavingtirelessly sought openings 
in England for Swami and Friends, woQld 
when Narayan had almost de.spaircd, cable 
triumphantly from Oxford (August 3,1935): 
“Novel taken, Graham Greene responsible” 
(152) - as he would be for the next three. 
Narayan was then hack-writing for Merry 
Magazine and as a part-time reporter leading 
alifereminiscentofVSNaipaui’sMrBiswas. 
Greene’ sdiscernment confirmed his vocation 
and the spiritual ’freedom’ he had sought in 
a writing career (98). Greene and. later. 


It was at this point that I leamt from an 
Indian friend of a writer called R K Narayan 
and a little town called Malgudi. Not to be 
spotted on any map. unremarked in any 
gazetteer or district manual, a truant from 
official records and from India's decennial 
census findings, Malgudi - so my friend 
assured me - would give me the entry point 
I wanted into an ancient and many-layered 
society. Borrowing a copy of what was then 
Narayan’s latest novel. The Vendor of 
Sweeu, I found myself for the first lime in 
the small south Indian town that, almost half 
acentuiy earlier, had (in the creator’s words) 
‘just burled into view' (XII). 

How appropriate, she later reflects, was 
John Updike’s description of Narayan as 
“the writer as citizen,” one of a “vanishing 
breed" (XXVIl). Yet his work was nrH easily 
approached: ber training tempted her to a 
“two worlds” methodology which would 
link Narayan’s “external” world - socio¬ 
political, inteltectual - with his inner, creative 
one. This soon seemed too schematic for 
‘Malgudi, with its malleable boundaries and 
its subtle processes of life” (XXXVI). 


The Rams have faithfully pursued this 
open method, allowing the biography to take 
the shape of the life, focusing steadily upon 
its central subject while unobtrusively 
sketching in the backgrounds that comprise 
the ‘exteTTMl’ world. The biographers enjoyed 
their subject's full and responsive co¬ 
operation - within the bounds of his 
temperament: Susan Ram found that on his 
writer’s craft some subtle, unconscious 
process of deflection” was at work (XXIV). 
This, too. was protective: Narayan, drawing 
upon the local - Madras, Mysore - also 
transposes it; “Malgudi is nowhere" 
(Narayan, in 1995). Yet his people are often 
readily - but he will not allow too {eadily 
- identifiable. Grandmother Ammani gets 
her own chapter, but is not simply reflected 
in the fiction. Heridealistic son si»chachalam 
(Srinivasin ‘MrSampath’) wasagreat avun- 
cularinfluence. Forthe narrativeof childhood 
the Rams draw liberally upon the autobio¬ 
graphical My Days ( 1974), also - fairly de- 
pciidably, his first no vel Swami and Friends. 

Overcoming great odds in establishing 
himself among the pioneen of the Indian 


Elizabeth Bowen found his work 
Chekhovian, but Narayiin had not read the 
Russian. He came, by grace of his own 
nature, at “the objccti vity that is his hallmark” 
(371). In his preface to The Bachelor of Arts 
Greene praised Narayan's “complete 
objectivity, complete freedom from 
comment...light, vivid style, with its sense 
of time passing, of the unrealised beauty of 
human relationships." 

This is not a critical biography, the Rams 
considering that “literary merits" ate “best 
left, in a biography, for a reader to judge" 
(211). While this is not necessarily true, it 
perhaps makes a virtue of necessity, since 
neither Ram is a professed critic; they do 
instead provide synoptic accounts of critical 
reception in England and India. In England 
The Bachelor of Arts received remarkably 
unanimous and distinguished plaudits for 
a second novel, while in India, The Dart 
Room, his “most socially radical novd” (208), 
evoked negative reactions, excepting for 
P S Sundaram who recognised in it the 
objectivity of one who “merely sets down 
a piece of life as he actually sees it.” One 
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inlrigulngquatlon iijim bownmch leviiion 
Oreane(aiKioChen)cirriedoutoaNarvan’i 
earfy oovds. Cneene volunteered revlsioiu, 
with Nantyan’f consent, foreach manuscript, 
yet The Dark Room retained in printed fotm 
an often stilted, non-colloquial English. 
Perhaps Greene touched it only lightly, but 
in The English Teacher, where he was 
explicitly granted a free hand with revisions 
(3M), the English it light and flowing. How 
much, then, does the early work owe 
stylistically to Greene’s hand? There can 
perhaps be no answer to this, for the Rams 
note, in »i aside, that “decadeslater” Narayan 
“would make a bonfire” of several 
manuscripts (18S). Perhaps Volume Two 
will tell us more. 

During the 1939>4S war, Narayan was 
cut off from Greene and his promising 
publishing career in England ~ albeit sales 
never matched the positive reviews. In those 
years be was energetic and self-reliant in 
Finding outlets in broadcasting and Film, 
notably the story department of Gemini, 
a Tamil film company; eventually he 
became his own publisher with the Indian 
Thought imprint that developed from his 
short-lived journal of that title, for which 
his “desperate writing” in many aliases 
is treated with humorous self-deprecation 
in My Days. His editorial role tested his 
artistic integrity: where, in an essay on 
‘The Average Man’, he wondered, was 
such a beast to be located? The average 
reader, he concludes, in what might serve 
as a disillusioned editor’s epitaph, was 
“not a cause, but a result.” 

The overwhelming tragedy of Narayan’s 
wife Rajam’s untimely death dominates and 
shadows the second hsJf of this volume. The 
biographer’s extensive narrative of this is 
based on the autobiographical novel. The 
English Teacher (I94S), interspersed with 
careful corrections and variations from real 
life. In these they draw upon, not only My 
Days, written long afterwards, but an 
“unpublished journal comprising a number 
of entries made between Juite 1939 and 
December 1944”, supplied by the author. 
In these he struggles for years to emerge 
from the total darkness of his Fictional 
KrishiM’s“Nothingelse will worry orinierest 
me In life hereafter." turning inward to 
cultivate psychic contact wih Rajam's spirit, 
outward to play both father and mother to 
his little daughter Hcma. The “Madras 
seances” are described in detail, and beyond 
these “sittings for self-developmem.” partly 
under Ream’s tutelage, thus reversing their- 
roles in life, Rajam being intellectually 
transformed in de^ (298) and an efneiem 
communicator in l^glish. As psychic 
experience slowly becomes ’noniud’ for 
Narayan, he seems leas driven to describe 
it - ni in any cate was not writing for an 
audience. It is hard for a reader to become 


fully engaged or to grasp where theie 
“sittinp” lead, imam’s occasional visual 
manifimtations we remarkable, but she and 
her spirit-companioiu typically speak in 
textbook fashion, conveying only an 
abstract sense oftheir other world. Similarly, 
the influence exerted by the English 
orientalist mystic, Paul Brunton, while it is 
held to be profound, is to the uninitiated 
reader vague, remote - and tainted with 
claptrap. 

What does impress is Narayan’s recovery, 
however achiev^, of attaclunem to the life- 
needs of his daughter and his steadfastly 
supportive family: “[His] hard-headed 
practical approach coexisted with his 
continuing battle to come to terms with his 
overpowering personal loss” (354). Also, 
sustained by an absolute and unswerving 
devotion to Rajam, he it secure in the 
monogamous belief that ‘there was for any 
one individual “another, in whose union a 
soul is created” (380). His psychic journal 
ends, as docs his wrenchingly conceived 
The English Teacher on “a note of quiet, 
suffused joy” (December 8, 1944). 

“Alas,” wrote Conation Mackenzie, though 
favourably reviewing that novel, “ntost of 


Mr Narayan’a Weiiem icuden will lack hk 
philosophy, and I fear thm dead! win divide 
them from the enchndng SuaMla” (404); 
whihneSjpectaear.paitii^thefbet,Rvii^ 
part, found “Theq}iritworid...voidorsadneii 
and equally void of huiiiour”(407). The 
W/idu'saiKMymousreviewerbrougbtanioie 
engaged and moved Indian l es ponae. The 
Rams note that no reviewer cooimcnled 00 
the autobiographical element, the Indiaiit 
(who are motelikelytohave known) perhaps 
considering it “too delicate for public 
mention” (410). 

This First volume ends with Nmiqran on 
the threshold of a “radical departure”. 
Becauseofhis ‘exceptional’personal tragedy, 
his writing of The EnglM Teacher had 
reversed the trend, apparently begun by The 
Dark Room, away from personal experience. 
MrSampaih-ihePrinurofMalpidi(\9h9), 
based on M S Cheluvungar, proprietor of 
the City Power Press in Mysore, “one of the 
most fascinating characters in his life as weS 
at his Fiction" (332), would le-estaUisli that 
trend. This, too, is a fascinating biogtaptiy. 
well written - if not very well proof-re^ 

- symptthetically committed to its subject 
and his real and Fictional worlds. 
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SPECIAL ARTICXES 

Economic Refoims and State Intervention in 

Foodgrain Market 


R Thamarajakslii 

State intervention in the foodgrain market has to be considered in the light of the overall objectives of structural 
adjustment and economic liberalisation as also the impressive trends in cereal production. 

Public distribution of foodgrain should be singly directed only for securing food to the poor at law prices. 
For this purpose targeting of PDS should be area specific and group specific. Allocation for welfare schemes 
such as the mid-day meals scheme and for payment of wages in kind to labourers in rural employment schemes 
should continue. 

An increased role for the private sector in the foodgrain market will provide the right signals to farmers in 
deciding their cropping patterns in line with the emerging demand for different agricultural commodities. 

As for relative foodgrain price stability, it is more sustainable and less costly to seek to achieve it through 
expansion of irrigation and technology, especially to the less developed regions. PDS is not the instrument for 
this purpose. 


THE objective of the ongoing economic 
refonns in India is to make the economy 
efficient and globally competitive. The 
precondition for this process is to provide 
space for market forces to operate in 
production and trade and therefore free the 
economy from state controls and 
interventions. So far, however, the reforms 
have been mostly confined to the formal 
seaion of the non-agricultural sector and 
have not directly impinged on the agricultural 
sector although it is a sector of major 
proportions. Given the strong linkages 
between different sectors of the economy, 
a piecetneal approach to liberalisation and 
reforms in respect of only a small pottion 
of the economy may lead to sectoral 
imbalances.There isneed for both gradualism 
in reforms and also whotesomeness in such 
gradualism. It is necessary that attention is 
given to refonns in agriculture as an integral 
pan of the entire process. 

At present, there are two important 
interventions by the state in regard to 
agriculture, namely, investment and trade. 
While production in agricultural sector is 
carried out by individual farmers, investment 
is undertaken by both the public and private 
sectors. Besides, thestM intervenes in a big 
way through its price policy for inputs and 
outputs for providing incentives to farmers 
and food policy for ensuring availability of 
foodgrains and other essential items of 
consumption to the population at affordable 
prices. In both theM policies, government 
operations involve huge subsidies. These 
subsidies contribute significantly to fiscal 
deficits reduction of which is a major 
objective of macro-economic stabilisation. 
Besides, these subsidies constrain the 
availability of public resources for productive 


investment in agriculture. It is therefore 
important to reassess the role of the stale in 
regard to agriculture and take a view about 
the adjustments that are needed in state 
intervention. In this paper, the question of 
state intervention in foodgrain market is 
examined. 

State intervention i n foodgrain market had 
its origin under conditions of foodgrain 
scarcity during the second world war. 
Statutory rationing was introduced in the 
metropolitan cities which were cordoned off 
for private trade. By thus limiting the urban 
consumption, rural areas also got indirect 
protection from the adverse effects of the 
otherwise disproportionate quantities of 
foodgrains possibly being siphoned off by 
the big cities with their high purchasing 
power. The government set up a Foodgrain 
Policy Committee which suggested that a 
central government agency be entrusted with 


the tasks of procurement and distribution of 
foodgrains along with private trade. The 
Food Corporation of India (FCI) came into 


Table I; Gkowth of Fooookaim Production 
(Compound Growth Role*) 


Period 

Rice 

Wheal 

Total 

Oreals 

Food- 

grainK 

1967-68 to 
1980-81 

2.22 

5.65 

2.61 

2.15 

1980-81 to 
1995-96 

3.35 

3.62 

3.060 

2.88 

1990-91 to 
1996-97 

1..52 

3.62 

- 

1.70 


* Based on Index Numbers with base trien- 
niuni ending 1981-82 = 100 
0 for the period 1980-81 - 1994-95. 
Sourcts: (i) GOi, Mimstt) of Agriculture. Agri- 
l ulluraiSlatislicsaladtince, I 9 V 6 . 
(ii) GOI, Ministry of Finance. Ecrmomic' 
Survey. IV 96 - 97 . 


Tari£ 2 : Trends in Production of Rice and Wheat 

ihtiUitm tonnes) 


Crop Year 

Rice Per Cent Change Wheal 

over the Preceding 
TrienniumfYear 

Per Cent Change 
over liic Pieceduig 
Trienniuni/Year 

Tiwimium ending 1972-73 

41.51 


24 99 


Tricimium ending 1982-83 

51.33 

23.7 

38.85 

55.5 

Triennium ending 1987-88 

60.42 

17.7 

45.85 

18.0 

Triennium ending 1990-91 

72.78, 

20.5 

53.03 

15.7 

1990-91 

74.29 

1.0 

55.14 

10.6 

1991-92 

74.68 

0.5 

55.69 

1.0 

1992-93 

72.86 

-2.4 

57.21 

2.7 

1993-94 

80.30 

10.2 

59.84 

4.6 

1994-95 

81.81 

1.9 

65.77 

9.9 

I995-96* 

79.62 

-2.7 

62.62 

-4.8 

Trietmiiim ending 1995-96 

80.58 

10.7 

62.74 

18.3 


* Fuul etlimale. 

SoHixes: OOI, Minhtiy of Agriculture. AgriculturtU Statistics at a Glanct, 1996. 
OOl, Minisliy of Finance, Economic Survey, J996-97. 
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.ence to perform the functioni of 
uiement. diitrlbution and itocking for 
ementing the objective! of government’s 
I policy, viz, (i) ensuring remunentive 
»to farmen, (ii) otsuring availabiUty 
neals to consumers at affordable prices, 
Ciii) maintaining relative price stability 
odgrain prices. The Agricultural Prices 
imission (now the Commission for 
cultural Costs and Prices) was set up for 
immending support prices and 
urement prices as also procurement 
its. 

POOOORAIN pRUDUCnON SCENARIO 

le foodgrain production scenario has 
tantially changed since then (Table 1). 
e has been a sustained growth in the 
uction of both cereals and foodgrains; 
innual rate of growth is higher during 
i-81 - 1995-96 compared to the earlier 
>d 1967-68 - 1980-81. Production of 
as weli as wheat has been increasing in 
I the periods; notwithstanding a 
leration in the rale of growth in wheat 
uction in the post-1980s compared to 
ire-1980 period, the rate was somewhat 
er than that of rice production in the 
er period. Inabsoiule terms, production 
«ruse by 94 per cent from 41.31 miliion 
es in the triennium ending 1972-73 to 
8 miliion tonnes in the triennium ending 
1-96 and that of wheat by 151 per cent 
24.99 million tonnes to 62.74 million 
es (Table 2). Within this iong span, 
have been differential trends. In the 
of rice, increase in production during 
lecade ending 1982-83 was around 10 

Tasle 3: Cost OF pRoodcnoN and 
OCUREAtENS/SUFrURT PaKES - PaOOV AND 

Wheat, Punjas 

{Rs/ptr quintal) 

Paddy _ Wheat 

Cost of Procure- Cost of Procuie- 
Produci- ment Product- meni 
ion* Pnee ion* Price 


-83 

103.9 

122 

125.2 

ISI 

84 

122.3 

132 

137.5 

152 

-85 

137.0 

137 

136.3 

157 

-86 

125.7 

142 

129.3 

162 

-87 

139.2 

146 

ISIS 

166 

88 

149.2 

150 

139.9 

17.3 

89 

159.6 

160 

150.0 

183 

-90 

147.2 

185 

164.2 

215 

•91 

194.7 

205 

190.8 

225 

•92 

206.8 

2.30 

210.4 

275 

9.3 

224.4 

270 

250.7 

330 

94 

266.9 

.3)0 

- 

3.50 

95 


340 

298.7 

360 

96 

- 

360 

- 

380 


St C, including imputed value of family 
our. 


OOl, Ministry of Agriculture, 
ImUtm Afiicallurr ai a GImhc*. 
1996. 

(ii) CACP Reports. 


million tonnes. Theieafter, in the next flve 
years, i e, by 1987-88, the Increase was of 
the order of 9 intUion tonnes. Hmk was a 
quantum jump in rice production by as much 
as 12.3 million tonnes in the immediately 
following triennium ending 1990-91. 
Subsequently up to 1995-96, the increase 
has bcM around 7 million tonnes; In the case 
of wheat, in continuation of an increase of 
about 14 million tomes in the first decade 
ending 1982-83, there wasariteof7million 
tonnes in the following flve years ending 
1987-88. By 1990-91, there was a pheno- 
meruil increase of 8 million tonnes. During 
1990-96, the rise has been maintained at 
around 7 million tonnes. The ratio of wheal 
production to rice production has steadily 
increased frombOpeicentintheearly 197Qis 
to about four-fifths in the mid-1990s. Over 
the years during the 1980s and 1990s, there 
has been slight improvement in the share of 
UP and West Bengal in the production of 
rice. 1 n the case of wheat, Haryana has shown 


TasuS; STATiwaa PRocuaaimir- Rra 

(Ptr cent cfprodaeUtm) 


Stales 

1980-81 

1993-94 

Andhra Pradesh 

10.00 

41.74 

HaiyaiiA 

54.47 

60,68 

Madhya Pradesh 

8.64 

13.42 

Orisu 

2.79 

5.89 

Punjab 

78.57 

71.86 

Tamil Nadn 

4.33 

8.74 

Uttar Pradesh 

I0J9 

12.73 

West Bengal 

1.87 

1.32 


Source: Govemmenl of Indiji, Ministry of Agri- 
cultute. Directorate of EconoRDict nd 
Statistics. 


Table 7: Staiewise Procurement - Wmat 
(Per cent of produclum) 


States 

1980-81 

1993-94 

Haryana 

32.09 

42.19 

Punjab 

49.09 

54.48 

Uttar Pradesh 

11.20 

6.77 


Source: Govenimem of India, Ministry of Agii- 
culiine, Diiectonie of Economics and 
Statistics. 


Table 4: Chanoes in AtMONisiEREo Prices and Marret Prices - Rice and Wheat 


Crop Year 

Suppoft/Procuremenl Central luue Price 
Prim (Rs per quintal) (Rs per quintal) 
Paddy wieai Rice Wheat 

(Common) (FAQ) (Common 

Variety) 

Index Number of Prices 
Wholesale Price Container Prices 
(1981-82x100) for Atrictdiulil 

Rice Wheal Laboums 

(1960-61-100) 
(Food Group) 

1981-82 

IIS 

142 

175 145 

100 

100 

476 




(Oa81)(Apr8I) 




1990-91 

205 

225 

289 234 

178 

172 

868 




(fun 90)(May 90) 




1995-96 

360 

380 

537 402 

316 

271 

1361 




(Feb 94) (Feb 94) 



(1994-9S) 

Per cent change 






in 1995-96 over 






1990-91 

76 

69 

86 72 

78 

58 

57 

Per cent change 






in 1995-96 over 






1981-82 

213 

168 

207 177 

216 

171 

186 


Source: QOI, Ministry of Finance, Cconomir Sun rv. 

CX>I, Depanmenl of Statistics. Monthly Abstract of Statistiri. 


Table 5: Extent of State iNtiavENnoN in Foooorain Market - Rice and Wheat 


Crop Year 

Gross 

Production 

Net 

ProductkHi 

Marketed/ 

Marketable 

Surplus 

Procurement 

ProcuRinent as Per Cent of 




MaiketoHe 

Sarplw 

Rice (rnlUton tonne*) 
1980-81 53.63 

49.55 

22.91 

561 

10.5 

24.49 

1985-86 

63.83 

58.98 

27.26 

9.88 

15.5 

36X4 

1987-88 

56.86 

52.54 

24.28 

6.90 

12.1 

28.42 

1990-91 

74.29 

68.64 

.31.73 

12.67 

17 1 

39.93 

1993-94 

80.30 

74.20 

34.30 

14 26 

17 8 

4157 

Wheat (million tonnes) 
1980-81 36..3I 

31.92 

19.04 

6.60 

18.2 

34.66 

1985-86 

47.05 

41.36 

24.67 

10.54 

2X4 

4172 

1987-88 

46.17 

40.58 

24.21 

658 

I4J 

27.11 

1990.91 

55.14 

48.47 

28.92 

7.75 

14.1 

26.80 

1993-94 

59.84 

52.60 

.31.38 

11.87 

19.8 

37.83 


/fines: (I) Nct|iii>diiciianBAeraccouiitingforseedaiidwastageaf7.6peroenif6riioes«ltX.t 
per cent for wheat. 

(2) Marketable aurplnBettiinaledliiyniing the average rates of 42.71 per cewfcr thecaat 
of paddy/rice and 52.44 per cent for wheal. VUt OOl. Depatlmeal ofrtUMci.mJl 
Sources atui Melkodt, 1989. 
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some improvement while the share of UP 
shows some decline. It is evident that 
substantia] increases in production of rken 
well as wheat have taken place in the 1980s, 
specially after 1987-88. The performance in 
the 19^. however, has not been that 
impressive and in the case of rice has been 
maikcd by fluctuations; during 1990-97, the 
compound rate of growth of rice production 
decelertted to 1.52 per cent, although that 
of wheat production stood unchanged at 
3.62 per cent as in the period 1980-96. This 
deceleration has occurred despite a 
continuous phase of favourable weather 
conditions in the last decade or so and in 
the context of economic reforms since 
1990. The overall rate of foodgrain 
production at 1.7percent per annum during 
1990-97 is lower than the rate of growth of 
population. 

Along with the changing foodgrain 
production scenario, the nature of linkages 
between the instruments of food policy, 
namely, procurement, public distribution and 
buffer stocking has also undergone a change. 
Earlier, the administered price regime for 
foodgrains comprised (i) minimum suppoft 
price announced before the harvest season 
which was expected to influence farmen’ 
allocation decisions, and (ii) procurement 
price announced before the marketing season 
having tegatd to the expected condition of 
the foodgrain crops, trends in market prices, 
re^iirements of public distribution system 
and desired levels of buffer stock. The sup¬ 
port price was in the nature of a floor 
price whichprovidedaninsurancetofarmers 
in the evetu of a shift in production either 
due to favourable weather cottditimis and/ 
or adoption of new technology. The terms 
of reference of the erstwhile APC enjoined 
d,e commission to evolve a balanced and 
integrated price structure keeping in view 
the overall needs of the economy and the 
interests of the producer and the consumer 
and for ensuring rational utilisation of land 
and other production resources having 
r^ard tothe impact on cost of living, level 
of wages and industrial cost structure. These 
lermsof reference were revised in i980t to 
include the study of changes in terms of 
trade between agricultural and non- 
agricultural sectors, and the APC was 
renamed as the Coitunission for Agricultural 
Costs and Prices (CACP) enshrining the 
cost pritKiplc in price fixing. Under the 
changed regime, procurement price has 
become the price at which support is extended 
to fanrtets, and public purchases of food- 
grains specially of wheat are essentially 
performing the support function. The 
emphasis on the support aspect of the public 
operation far foodgrain market la highlighted 
by observations of CACP in its Report for 
Kharif and Rdbi rice cereab for 1993-94 
season.' 




¥ 


Exibkt of State IrnEavEimoN tN 
POODOKAIN MaMCBT 

(a)PiirdiiueOperatioits: Farmers'RapouM 

It rmqr be mentioned here that the support 
prices for both paddy and wheat in difficniK 
years from 1982-83 are considenMy higher 
than the corresponding estimates of cost of 
production (CM C, inclusive of imputed 
value of farrtily labour). Taking the latest 
years, it is seen that the support price for 
wheat provided a margin of 20 per cent over 
the cost of production in 1994-95 while in 
the case of paddy, the margin was 16 per 
cent in 1993-94 (Table 3). It would be 
pertinent to examine how tte rrurket prices 
havemoved inrelation toadministered prices 
of these cereals. Table 4 presents the levels 
of support/procurement prices and central 
issue prices, index mitnberof wholesale prices 
of cereals and index itumber of food group 
of coitsumer prices for agricultural labourers 
during 198i-96. During this period, 
procurement prices of paddy artd whM were 
raised by 213 per cent and 168 per cem 
respectively which more or less cmnpared 
with the rise in the indices of wholesale 
prices for these cereals (216 per cent and 171 
per cent respectively). Issue prices were also 
raised by 207 per cent and 177 per cem for 
rice and wheat respectively whereas up to 
1994-95, the index numbm of consumer 
prices of food group had risen by 186 per 
cent. It is noteworthy that according to the 
indices worked out by the CACP, the terms 
oftrade have improved (luring 1990-95. The 
quinquennium average represented an 
improvement of 7 per cent over the 
corresponding avenge for the five years 
preceding 1990-91. 

Over the years, procurement has assumed 
a predominantly support c ha racter. This is 
apparent from the troids in procurement in 
ieliui(mtoproductioa(Tabie5).Duringl980- 
94, procuremem of rica loaa by 154 per cem 
and of wheat by 80 per cem compared to 
an increase of 50 per cem and 65 per cem 
in the production of these cereab lesp^vdy. 
In this period, the per cem of rice procured 
rose from around 11 per cem to nearly 18 
per cem. As for wheat it rose from 18 per 
cem in 1980-81 to 22 per cem in mid-1980s 
but dropped in 1990-91 and rose again to 
20 per cem in 1993-94. Taking rice and 
wheat together, nearly 19 per cent of 
production of these cere^ was ptoeered in 


1993-94. SigniOcandy, w much a* 42 per 
cem of nuuketabie surplus of rice and 38 per 
cem of wheat has bem procured in 1993- 
94 thereby indicating the high order of stale 
participation in foodgrain maiket as a buyer. 
The proportion ofwheat in total procuremem 
declined from 54 per cent to 45 per cem in 
this period There has been a significam 
increaseinpercem of rice procuredin Andhra 


Tabu 9: Public OmuBvnoN or 
Ricb AMD Wheat 

(mUorntomuM) 


Year 

Rice 

Wheat 

Total 

Per Cem of 
Rice in Total 
PDS 

1971 

3.23 

4.46 

7.69 

42.00 

1980 

6.06 

8.82 

14.88 

40.73 

1981 

6.40 

6.43 

12.83 

49.88 

1986 

8.46 

8.50 

16.96 

49.88 

1990 

9.03 

6.89 

15.92 

56.72 

1991 

11.31 

9.24 

20.55 

55.04 

1992 

10.56 

S.43 

18.99 

55.61 

1993 

10.46 

5.94 

16.40 

63.78 


5oBrce; Oovemment of IndiB. Ministry of 
AgricultBie, Directonieof Ecoamnici 
and Slatiitics. 


Tabu 10: STATEwoe Shake of Public 
Distribution - Rke 

(Ptretm) 


Stama/Year 

1980 

1990 

1995-96 

Andhra Pradesh 

6.1 

I3.S 

23.6 

Assam 

4.9 

4.6 

4.8 

KainatalcR 

4.0 

6.5 

10.3 

Kenb 

13.4 

16.9 

12.8 

Madhya Pradesh 

8.9 

2.4 

2.2 

Mahaieshira 

8.2 

6.5 

3.9 

Tamil Nadu 

5.0 

17.1 

17.3 

Uttar Pradesh 

9.3 

2.9 

2.3 


Source: GoveniinentoflndiB,Miniftiyof Agii- 
cultiuc. Directorate of Economics and 
Statisiici and Department of Food. 


Tabu 11: Statewbe Share or Public 
O tfimunoN - Wmmt 

(Perctut) 


Statea/Year 

1980 

1990 

1995-96 

Bihar 

9.9 

6.2 

4.4 

Karnataka 

3.6 

4.6 

4.3 

Madhya Pradesh 

6.4 

4.6 

2.7 

Maharashtra 

11.0 

17.8 

II.9 

Uttar Pradesh 

iS.I 

4.2 

4.4 

West Bengal 

13.1 

13.5 

16.4 


Source: Govemnient of India, Ministiy of Agri- 
cbIiwb. Directorale of Economics and 
Statistics and D ep a f t mea t of Pbod. 


Tabu 8: MABKBTAau Suwtus and PaocuMMorr m Selbcied SrA-ras. 1993-94 

(MUHou touues) 


Crop 

_Pw»M> 


Harvtma 

Andhra 

■fgitah.-,.,., 

MacketaUe Procurement 

Matketabie rrocweimnt 

MarkeraUe 

ProcwuMiM 


Sarptaa* 


Smpb** 

Sutpitts* 


Rice 

3.26 

5.49 

ass 1.25 

4.0S 

3.99 

Whem 

7.02 

7.29 

3.79 3.0S 

- 

- 
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PndMli fitMB 10 per cent to arouad 42 per 
cent and alfo in Tamil Nadu from 4 per cent 
to 9 per cent, and a notable life In the caie 
of wheat pnductioa procured in Haryana 
from 32 to 42 per cent (TaUca 6 and T). It 
if inteiettlag that in Piii\)ab and Haiym 
procurement of rice if higher than the 
efdmaled marketable Mupiufwhilein Andhra 
Pmdeib it is mote or leu equal to the 
marketable sur]diu. In the cam of wheat, 
procurement is higher than the marketable 
stuphtf in nnyab while it is marginaily lower 
in Haryana (Table 8). It appears that farmers 
in these states have an inemtive to offer 
their produce increasingly to the slate 
agencies. 

(b) Public Distribution: Consumers' 
Reqtonse 

The government runs aPublic Distribution 
System (PDS) through a netwock of fair 
price shops located in urban and rural areu 
all over the country with the objective of 
making available foodgrains to Uk public 
at affordable prices. The network hu been 
expanded over the years, Allocatioiu to PDS 
ate made from the procured grains. The 
central issue prices (CIP) for PDS are fixed 
taking imo account the mininuim support 
prices, statutory charges/taxes payable on 
the support prices and interest duvges while 
retail issue prices aierixedtakingintoaccouni 
margins for wholesalers/retailers, 
iranspoctation charges, levies, local taxes, 
etc. Allocations from procured foodgrains 
ate also ituide for schemes like the mid^y 
meal scheme, payment of wages in kind 
under rural employment schemes, etc. 
Changes in stocks ate the outcome of these 
activities of procurement, PDS and other 
allocations. 

We nuy juxtapose the trends in production, 
procurement and prices with iht^ in PDS. 
Public distribution of rice rose from 3.23 
million totmes in 1971 to6.06mtllioii tonnes 
in 1980 and 10.46 million Uuines in 1993. 
In the case of wheat, PDS increased from 
4.46 miiiion tonnes in 1971 to 8.82 million 
tonnes in 1980 and thereafter there have 
been fluctuations; the level of PDS of wheal 
in 1993 at S.94 million tonnes was lower 
than that in the 1980s. The share of wheat 
in total cereals Issued through PDS has 
also declined from 60 per cent in 1980 
to 44 per cent in 1992 and 36 per cent 

I in 1993 (Table 9). 

I There have also been changes in the share 

^ orstatesinPDS(Tabktl0andll).Inl99S- 
96,23.6 per cent and 17.3 per cent of rice 
wasdistributed in Andhra Pradesh and Tamil 
Nadu respectively compared to only 6 per 
cent and 3 per cent in these stales in I9M. 
While there has been some improvement in 
this period in the share of Ktunalaka from 
4percenttolO.3perccnlofiioedlttrilMi0d, 
the iharaa of Madhya Pradesh, Maharashtra 


and Uttar Fnderii have decUned. In the caie 
of PCS wheat, during 1980 and I99S^ 
the shares of Bihar and Madhya Ptadeah 
liaveconsiderablydecliited(rDm9.9percMa 
to 4.4 per cent tai from 6.4 per cent to 2.7 
per cent respectively wfaiie that of Uttar 
Pradesh shows a steepdedifie from 15.1 per 
cent to 4.4 per cent 

An impor^develofinieMiBtbe wideiditg 
gap between aUocHioo and offtake. The gap 
hat been higher for wheat thanfor rice (Table 
12). In I99S-96. as much as 33 perceiM of 
allocated wheat and 35 per cent of rice was 
not taken by the public from the fair price 
shops; taking b^ cereals together, the 
offtake was only 37per cent of the allocation. 
The posiiioa is particularly disturbing in the 
poorer stales ^ Bihar, Madhya Pradesh, 
Rajasthan and UttarPradesh. Allocmion not 
a vailed of by the PDS was nearly 70 per cent 
in Madhya Pradesh and Riyasihan, 73 per 
cent in Uttar Pradesh and 77 per cem in 
Bihar. On the other hand, all the allocated 
rice and around SO per cent of wheat was 
lifted in Tamil Nadu. The offtake was also 
high in Andhn Pradesh (Table 13). It is 
necessaiy to analyse the underlying causes 
for this wide gap even in poorer stales. Three 
possible explanations could be oflered. 
namely, (i) generally easy availability of 
cereals in the open market, (ii) narrowing 
of differences btriween open mmket prices 
and issue prices, and (iii) differences in the 
quality of supplies through the PDS and 
open market. 

(i) Availability of Cereals 

There is no direct information on the 
staiewise availability of cereals. However, 
the National Sample Survey provides 
information on the actual quantities 
consumed by persons in survey years 
separately for rural and urban sectors for 
diffetem states. In an ex-post sense, what 
was consumed couk) be taken to have been 
available to the consumers. We have derived 
the estimates of actual consumptiMi of these 
cereals in the selected staus and at the all- 
India level in 1993-94, as also those of 
normative consumptkm (Table 14). Table 
1 4 also indicaies the actual offtake of cereals 
from PDS in these slates in 1993-94. It is 


seen that in the so<aUed BIMARU Males 
(Bilur, Madhya Praderii, RAjastlian and Uttar 
Pradesh) where offtake islow both in absolute 
terms and as percentage of allocatkm, the 
eslimaleof ac^ consumption of all cereals 
is higher than that of requirementt. It is 
noteworthy that in spile of the low offtake, 
the per ci^ta consumption of cereals in 
1987-88 and 1993-94 in the BiMARU states 
has stood higher than i n Andhia Pradesh and 
Tamil Nadu which have a high offtake ratio, 
ft also appears tlui generally there is no 
correlation between incidence of poverty 
and per capita consumptkm of cemds; for 
example, Bihar, Madhya Pradesh, Orissa 
and Uttar Pradesh have a high incidence of 
poverty ranging between 40 and 35 pm cent 
(Table 15). 

(ii) DiffereatUd between Open Market 
Price and Issue Price 

The successive raising of the support 
(procuiement) prices even as production is 
increasing, with the government buying op 
all that is offered at the price prevents any 
decline in open maiket prices that would 
have occurred but for the government 
interventkm. This keeps the open market 
prices higher than whm they would have 
beeninthe absence ofihe open ended support 


T/omis 13 Auocatkjn AwOirrAXEiNSaanro 
States - Rk* and Wweat. 1995-96 


Stare 

Per Cent of Unliiied Quaotily 
to Total Allocaliim 

Rice 

Wheat 

Total 

Andhn Pradesh 

17 59 

46.51 

19.56 

Bihar 

93 84 

67.80 

76.94 

Madbya Predesfa 64.80 

7659 

70.71 

Orissa 

53.70 

4? 19 

50.05 

Rajasthan 

82 50 

68.40 

68.90 

Tamil Nadu 

0.13 

47.61 

7.U 

Uttar Piadcsh 

61.88 

80.95 

74.91 

All India 

36.51 • 

53.750 44.020 


Nou. frAspcrinformttioniaEcMUMiicSBrwy 
; 97. the tespech VC figoies are33.25, 

S3.23 and 43 per ceoL 

Stmret: Worked (Mil Ml the basis of iafanaaMm 
in GOl, Ministry of Civil Sappiies. Co*- 
twner Affaks and PuMic Diurfrudoa. 
Aumal Kepon. 1996-97. 


Taau 12- FOodosain Aluxaiion aud Offtau ukocs the PDS 

(MtUian uumes) 


Year 


Rice 


Wheat 


AUocaboo 

Offtake 

Per Cent of AUo- 
cadon Not Taken 

Allocation 

Offtake 

Percent of Allo¬ 
cation Not Take* 

1990-91 

9.61 

7.87 

18.11 

9.50 

7.08 

25.47 

1991-92 

11.36 

10.17 

10.48 

10.36 

8.83 

14.77 

1992-93 

11.48 

9.S5 

16.81 

9.25 

7.47 

19.24 

1993-94 

1^41 

9.07 

26.91 

9.57 

6.15 

35 74 

I994-9S 

1342 

8.01 

39.86 

10.80 

5.11 

5:.69 

1993-96 

14.61 

9.46 

32.25 

11.31 

5.29 

53,23 


Sourer. 001. Mliiiatry of Pinanca, Creaeaue Survey, 1995-96 tod 1996-97 
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operations. This nukes food dearer to the 
poor, especially the rural poor who are 
net purchasers of foodgrains and daily 
wagers in the urban informal sector. This 
is especially disturbing since the poor buy 
nrost of the grain from the open market. 
This apart, the raising of the procurement 
prices necessitates an escalation in the 
issue prices with a view to reducing the 
food subsidy which in its turn makes even 
the cereal supplied through the PDS 
costlier. 

The impact of larger increases in 
administered prices vis-a-vis market prices 
has already been noted here. There is no 
direct information available on the levels of 
retail prices of the variety of cereals supplied 
through thePDSin thediflerent states. Since 
the PDS is by and large catering to the urban 
pt^wlation only, although fair price shop 
outlets exist in rural areas, we have presented 
the monthly retail prices prevalent in rural 
centres in selected months of lean and peak 
seasons during 1994-96 of wheat in Bihar, 
Madhya Pradesh, Rajasthan and Uttar 
Pradesh and of rice in Andhra Pradesh and 
Tamil Nadu. Besides, we have worked out 
the implicit level of the unit value of rice 
and wheat in the rural sector using the NSS 
data.^ These retail prices and implicit prices 
are compared with the fair price shop (FPS) 
prices in thedifferent states (Table 16). There 
is no significant difference between these 
two sets of prices of wheat in Bihar, Madhya 
Pradesh, Rajasthan and Uttar Pradesh as also 
at the all-Mia level. However, the retail 
prices and the implicit price of rice in Tamil 
Nadu are much higher than the FPS prices 
for even the superfine variety of the cereal, 
while this is true in the case of Andhra 
Pradesh for while card-holders. 

(iii) Quality Differences 

The main question is whether government 
agencies with all their built-in constraints are 
efficient traders in comparison with private 
trade. Further, the support purchases by the 
government even in the face of decline in 
offtake lead to burgeoning food stocks 
financed from budgetary sources. Between 
July 1982 and July 199S, stocks of rice and 
wh^ together rose by 133 per cent from 
1S.3 million tonnes to 33.6 million tonnes. 
Slocks in 1982 constituted 17 per cent of 
total production while in 1995 tl^ were 23 
per cent of production. It is difficult to 
vouchsafe for the quality of the cereals in 
stocks. 

These rising stocks alongside the escalation 
in procurement and carrying costs have 
contributed to the huge increase in food sub¬ 
sidy from around Rs 700 crore in 1981-82 
to Rs 6,066 crore in 1996-97 (RE). More 
recently, during the phase of economic 
reforms 1990-96, food subsidy as a 
proportion of total central subsidiet me 


from 20 to40 percent. It is furtherestifnated 
that in this p^od. while total food subsidy 
in real terms increased by around 40 per 
cent, the subsidy component for carrying 
stocks increased from 30 per cent to more 
than 60 per cent thereby showing that 
substantial portion of food subsidy 
benefits the producers.^ The large step-up 
in subsidy has to be setm in conjunction with 
the decline in public in vestment in agriculture 
both in absolute terms and relative to total 
investment in the economy. This decline has 
affected infrastructure development for 
agricultuic. The inflationary effects of rising 
subsidy would also depress the real 
purchasing power of the poor. The budget 
for 1997-98 has provided for food subsidy 
to the tune of Rs 7,500 crore based on an 
estimated offtake of 23.2 million tonnes 
of wheat and rice as against an average 
offtake of less than 13 million tonnes in 
the triennium ending 1993-96 and an 
estimated avetagcbufferstock of6.03 million 
tonnes.* 

Public DisnuBimoN and the Poor 

There has been considerable discussion 
among researchers and policy-makers about 
the reachof the IDS to the poor. Till recently, 
the PDS has not been structured to focus on 
the poor. Taking both rice and wheat together, 
it is observed that Bihar, Madhya Pradesh, 
Rajasthan aiul Uttar Pradesh which account 
for 48 per cent of the poor in the country 
have received only 10 per cent of the 
cereals distributed through PDS. Also, in 
these states, the proportion of rural 
households repuiting purchase of any 
cereal from fair price shops has been low 
(Table 17). Many of (he poor arc outside 
the PDS. The PDS does not seem to contain 
the open market prices cither. In years of 
plentiful pioduction/availability of cereals, 
the di fference between the open market price 


and the issue price would nsmw down as 
a result of which offtake would decline 
leaving the public agencies with huge stocks. 
In years of relative scarcity, the price 
differential between market price and issue 
price tends to increase resulting in leakages 
to the open market. Besides, the grain will 
be more accessible to the relatively better 
off among those who are covered. In these 
circumstances, to treat PDS as an instnimem 
of food security is not appropriate, if food 
security means food security to the poor, as 
it rightly should. 

Even the latest programme of the 
government, namely, the Targeted Public 
Distribution System (TPDS), making 
available to identified families below the 
poverty line 10 kgs of foodgrains per month 
per family at half the level of the central issue 
price while keeping intact the already ongoing 
system of distribution at subsidised issue 
prices for those above the poverty line 


Table 15: Pw Cahta Consumption of 
Cereals - Seiectcu States 

(/kgs per mcnih) 


State 

1987-88 

1993-94 

Incidence of 
Poverty in 
1993-94* 

Andhra 

Pradesh 

13.6 

12 8 

22.2 

Bihar 

15.1 

14.1 

55.0 

Madhya 

Pradesh 

14.6 

13.5 

42.3 

Orissa 

15.5 

15.6 

48.6 

Rajasthan 

15.7 

14.1 

27.4 

Tamil Nadu 

115 

11 2 

35.0 

Uttar Pradesh 

14.6 

13.3 

40.9 

All India 

13.6 

12.7 

36.0 


Note-. Weighted average of rural and urban 
consumption denved from NSS data. 

* Per Cent of persons below the poverty 
line, vide Ministry of Civil Supplies, 
‘Focus on Poor', 1997. 


Table 14: Production, Consumption and Offtake - Cereais, 1993-94 

(Million lonaes) 


State 

Rice and Wheal 

Per Cent of All Cereals 

Net Production 


Actual 

Consumption 

PDS 

Offtake 

Offtake to 
Aaual 
Consum¬ 
ption 

Actual 

Consump¬ 

tion 

Require¬ 

ment 

Per Norm 

Rice -P 
Wheat 

All 

Cereals 

Andhra 

Pradesh 

9.6 

2.30 

23.96 

10.7 

10.30 

8.83* 

10.58 

Bihar 

I4.S 

0.63 

. 4.34 

15.3 

12.98 

9.48 

10.86 

MP 

9.6 

0.56 

5.83 

11.2 

10.06 

11.45 

14.19 

Onssa 

6.1 

0.47 

7.70 

6.2 

4.90 

6.12* 

6.27 

Rajasthan 

5.5 

0.44 

8.00 

7.8 

6.61 

3.17 

5.25 

Tamil Nadu 

7.4 

2.02 

27.30 

7.9 

8.93 

6.24* 

7.32 

UP 

22.2 

0.58 

2.61 

23.4 

20.97 

27.73 

30.92 

All India 

117.6 

16.51 

14.04 

135.1 

130.02 

126.80 

133.77 


* Only rice 

Notes: (I) Actnal consumption derived by using per capita consumption of respective cereal in 
(fiffeteni states from NSS data and statewise eitiiiiatef of rural and whan population. 
(2) Requirements wocked out taUag 90 kgs as oonn for 0-14 age group and ISO kgs for 
persona above 15 yean of age. tide Miniatry of Civil Suppliet, ‘Focus on Poor', 1997. 
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amounts to introduction of a dual price 
system within the PDS with the attendant 
impUcadonsoffuftherieakages. ItisdifTicult 
to identify the poor on the basis of BPL 
survqrs. It isonethingtoestinuae the number 
of poor on an ex-post basis from the surveys 
of consumer expenditure and an assumed 
poverty threshold. It is an entirely different 
thing to sedc to identify the poor on the basis 
of such poverty lines. The futility of the 
means-test has been amply brought out by 
the leakages in the IRDP which aims at 
providing assistance to identified poor 
families in the rural sector. The experience 
of Andhra Pradesh is a case in point; more 
than double the estimated number of poor 
have reportedly sought coverage under 
the subsidised food scheme of giving rice 
at Rs 2 per kg; the state government has 
had to step up the price subsequently. 

Targeting the poor is easier in wage 
employment schemes in backward areas. 
That component of TPDS which pertains to 
covering the beneficiaries under the 
Employment Assurance scheme and JRY 
scheme could be expected to reach the most 
vulnerable groups in the rural sector. As a 
matter of fact, even since 1992, there has 
been an attempt in this direction. Some 
quantities of cereals have gone to designated 
backward areas through the Revamped 
Public Distribution System (RPDS). This 
scheme is operating in 1,775 blocks 
covering tribal, hill and arid areas having 
podr infrastructure; rice and wheat are 
allocated to states/UTs at prices lower by 
Rs SO per quintal than the issue price for 
normal PDS. Whereas the overall 
quantities distributed through PDS have 
been declining, those distributed through 
the RPDS have shown a marginal rise; the 
share of distribution through RPDS to 
total PDS has risen from 21 to 28 per cent 
(Table 18). 


CoNCLUStONS 

The broad aspeeb which emerge from (be 
above discussion can be summarised as 
follows. There has been impressive growth 
in cereal production in the last three decades. 
Government purchases are in (he nature of 
support operations, with the obliteration of 
the distinction between the support prices 
and the procurement prices. A sizeable 
portion of the marketable surplus reaches the 
state agencies and in Punjab and Haryana, 
sales by farmers to governmem agencies 
even exceed the marketable surplus. Thus 
increasingly farmers seem to find it lucrative 
to offer (heir grain to the public agencies. 
With the procurement price functioning as 
the support price and with the government 
coming forward to purchase all that is offered 
at that price, the open market prices get 
pushed up in the process. At the same time, 
the successive raising of the procurement 
prices and the consequent step up in issue 
prices for containing (he subsidy do not 
allow a distinct differemial between open 
market prices and issue prices. In such a 
context, quality differences in the grain 
offered through the PDS and that available 
m the open market are likely to have a 
decisive role in consumers' preference for 
purchases from the open market. More so, 
because the receipt and issue of stocks in 
PDS are at prescribed time points and 
consumers have to make a few trips to the 
FPS to get their ration. The PDS is unable 
to absorb all (he cereals purchased from (he 
producers by the public agencies since the 
demand for PDS has been declining, in fact, 
the offtake is quite low in BIMARU sutes 
in spite of the high incidence of poverty 
there, and in spite of the low offtake, the per 
capita consumption of cereals in these states 
is higher than in Andhra Pradesh or Tamil 
Nadu where thcofftakc ishigh. It is important 


to note that even poorer states are not in dire 
need of the grain from the PDS for fulfilling 
their requirement. Where, however, the PDS 
price is kept far below the open market price 
as in Andhra Pradesh and Tamil Nadu, there 
is demand for PDS grain and n>S grain 
constitutes around a quaiter of the 
consumption. Thus the scenario is one of the 
state intervening in a big way as a buyer of 
foodgrains but confronted as a distributor 
with a declining demand for the grain it 
offers through PDS at high cost, consequent 
to which huge stocks ha ve to be carried again 

Tabu 17; Shake of Poor and Si(a«e in 



PDS OF Cereals 

(Per ctnf) 

States Shtfe of 

Poor 

(I993-94J 

Share in 
PDS Rice 
and Wheal 
(1995-96) 

Rural 
Household 
Reporting 
Piuchase 
of Any 
Cereal 
from FPS 
(1992) 

Andhra 

Pradesh 

4.8 

15.8 

67.0 

Assam 

3.0 

5.5 

56.1 

Bihar 

15.6 

1.8 

34,0 

Gujarat 

3 3 

4 4 

75.9 

Karnataka 

49 

8.1 

74.7 

Kerala 

2,4 

1? 1 

91.1 

Madhya 

Pradesh 

9.2 

2.4 

29.0 

Maharashtra 

96 

68 

60.1 

Onssi 

5.0 

42 

24.6 

Rajasthan 

40 

3.3 

27.7 

Tamil Nadu 

6.4 

12 2 

76.4 

Ultar Pradesh 

18.7 

3.0 

21.3 

West Bengal 

78 

9 1 

33.9 


Siiurce. Worked oul on the basis of infonoalioti 
in GOI. Ministry ofCivit Supplies. Cdn- 
suuier Affaire and Public DitUibauoii, 
‘Focus on the Poor', 1997 nnd Annual 
Re/nirt, (996-97 and NSS data. 


Table 16' Average MoNnav ConsitiIHi Prices in Rieal Areas 


(Ksptrkg) 


Stale 

Jan 

1994 

Feh 

1994 

May 

1994 

Aug 

1994 

Nov 

1994 

Fch 

1995 

Jun 

1995 

Aug 

1995 

Nov 

1995 

Mar 

1996 

May 

1996 

Sep 

1996 

FPS Price as on February 1. 1994 

Rice 

AP 

4,62 

4.57 

4.66 

4 76 

5.01 

4.11 

4 to 

4 22 

5.73 

5 78 

5 79 

6.97 

Rs 2 for all while card holders and 

Tamil Nadu 

5.04 

5.36 

5..30 

5.71 

5.97 

5.95 

5..19 

5.60 

6.64 

6.59 

6.83 

6.93 

Rs 6.50 for fine and Rs 6.80 for 
tupetfioe variety for pink coni holdeif. 
Rs 2.50 for conunon. Rs 3.75 for fine 

Wheat 

Bibre* 

5.25 

5.69 

5.01 

5 16 

5.38 

5.64 

5 13 

.5..13 

5.59 

5.35 

5.08 

6 16 

and superfiiie (w e f April 1. 1995) 

Rs 4.57-4.58 

MP 

3.84 

4.05 

3.83 

3.90 

4.01 

4.34 

3 79 

1.96 

4.91 

5.09 

5 to 

6.19 

Rs 4.60 

Rajasthan 

3.76 

3.86 

4.22 

4.35 

4.43 

4.82 

3.88 

4 in 

4 54 

4.94 

4.84 

5.70 

Rs 4.45 

UP 

3.93 

4.20 

.3.61 

3.72 

3.91 

4.27 

3.63 

3.78 

4.17 

4.60 

4.03 

5.08 

Rs4.S0 


Holes: Comumer price index for agricultural labowers. 

* Wheat alia in some months. 

(a) Imptidt prkw of rice for (if Andhra ftsdesh Rs S.6I per kg, (ii) Tamil Nadu Ri 6.49 per kg; 

(b) Implicit price of wheat for (i) Bihar Ri 4.68 per kg, (ii) MP Rs. 4.16 per kg. (hi) R^mlhan Rs 4 03 per kg. (ivt UP Rs 3.81 per kg, (v) AM 
India Rs 4.16 per kg. 

Stmree: CX>I, Miniiuy of Labour. Indian Labour Joumat. 
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Tailb 18; Pmxhiess of Revamfco Pmuc OimninioN Systbm (RPOS) 

(MillloH lonittj) 


PlaMcial Year 


Quantity Lifted through 

RPDS _ 

Rice Wheal Total 


Total Offtake 
Aom 

PDS/RPDS* 


Per Cent of Cereals 
Distributed 
tlirougfa RPDS 


1992-93 (flora June 1. 1992 
to March 31. 1993)* 

1.53 

1.97 

3.50 

17.02 

20.56 

1993-94 

2.17 

1.60 

3.77 

14.78 

25.51 

1994-95 

2.29 

1.62 

3.91 

12.85 

30.43 

1995-96 

2.62 

1.56 

4.18 

14.76 

28.32 


* for RPDS. 

9 There is a maiginal diffeience between these figures and those repotted in Economic Survey 
19^-97. 

Source: OOI, Departinent of Food, Aiuutal Report, 1995-9f. 


at high cost The cost to the economy of the 
present system of food management is 
enonnous. Alongside, the available resources 
for public investment in agriculture get 
cesaicted. 

There is thus need for rethinking on the 
rdeofthestateinfoodgrain maiket, specially 
against the backdrop of the ongoing economic 
tefonns. State intervention in foodgrain 
maifcet has to be considered in the light of 
the overall objectives of stmctural adjustment 
and economic liberalisation as also the 
impressive trends incereal production so far. 
While it is necessary that these trends in 
foodgrain production should be maintained 
in fiituie,ti^ has to be through wider dispersal 
of new technoloy regionally and creation 
and better utilisation of irrigation and 
infrastructure in less endowed regions 
thfoiigfa iocieased investment. However, as 
tm as public distribution of foodgrains is 
coacerned. it should be singly directed only 
for securing food to the poor at cheap prices. 
More so. when it is agi^ that the general 
lefotms process itself has to provide for 
safety nets for protecting the vulnerable poor 
from the short nm adverse effects of the 
process. Pood security should be clearly 
undentood to mean ftx^ security to the poor 
and poor alone. For this purpose, targeting 
of PDS should be area specific and group 
specific. Backward areas, hilly and tribal 
areasand remote areas shouldbeincreasingly 
and effectively covered. Vulnerable groups 
should be identified at the grass roots level 
with the help of the panchayats. The focus 
should be on the poorest the poor who 
have to be located on the basis of identifiable 
criteria; thus, the coverage should include 
agiicultiiral Idbouien and landless labourers, 
marginal fanners and non-agricultural 
workers in the rural sector and construction 
wotkers migrants and daily wage-earnere in 
the urban informal sector, with special focus 
on femaie^Kaded households. Betides, PDS 
shouMcaierlolheconsumptionrequiremenU 
oflabourencngagedin the rural employment 
schemes. There should be only one issue 
price under the PDS and it should be 
substamially subsidised. Allocation for 


welfare schemes such as the mid-day meal 
scheme and for payment of wages in kind 
of labourers in rural employment schemes 
should continue. It is lime for delinking 
support operations from PDS and tuning 
state intervention in foodgrain market to the 
limited task of making available cereals at 
low prices to the really needy and the poor 
and allowing the private sector to cater to 
the requirements of the non-poor. The 
suggestion here for an increased role for the 
private sector in foodgrain market would 
also provide the right signals to the fanners 
in deciding on their cropping patterns in 
line with the emerging demand for 
different agricultural commodities. This 
will be in consonance with the underlying 
philosophy of economic reforms. As for 
the question of ensuring relati ve foodgrain 
price stability, it is more sustainable and 
less costly to seek to achieve the same 
through expansion of irrigation and 
technology specially to less developed 
areas; PDS is not the instrument for this 
purpose. 


NofM 

[Views expiessed ore ihoK of the author.] 

I Vide CACP Report; 

The wholesale prices of common paddy 
during October-December 1992 were 
leponed between Rs 5 and Rs 50 per quintal 
below the aupport price level for levenl 
weeks in Che selected merkett of 
Todepalligudam end Bhimevaiam (AP), 
Chandboli (Orissa), Maiopuri, Kanpur and 
Attain (UP), Duig (MP) and Jhaad Pahari 
(West Bengal) despite laiger pcoeuiemenl 
by Food Coiporation of India in these 
stoles compered to that in the previous 
year. The prices could recover to the 
minimum support level in these markets 
only by January 1993 (p 13). 

In the cate of wheat, prices in tbe lean season 
ranged between Rs3ao*2Sin different msricets. 
*niie behaviour of pticet of wheat during the 
lean months of 1992-93 season coupled with 
tbe fixation of miniinum support price including 
bonus at Rs 330 per quintri induced fumen 
to tell a Urge proportion of their surplus to 
the public agencies during the current 
maiketing season. As a consequence, by the 
end of June 1993. the purchases of wheiu by 
the public agencies aggregated to 12.8 million 
towiet which was 6.4 million tonnes higher 
than the quantity procured during the pre¬ 
ceding season" (p %). The CACP has further 
observed, “During the current maiketing 
season, despite tbe public agencies procuring 
as much as 12.8 mtllion tonnes of wheal, the 
giowen in many ureas had to sell Iheirproduce 
at prices below the minimum support level..." 
(p 97). 

2 The NSS evaluates that port of tbe consumpeioa 
which it from home grown stock at ex-form 
price and the remaining part at local retail 
prices. 

3 S Mahendm Dev, 'Farm Subsidy: More Pain, 
Less Gain', The Economic Times. March 12, 
1997. 

4 GOl. Ministry of Finance. Budget. 1997-9S. 
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The Spirit of Bolivian Modernity 

Citizenship, Infamy and Patriarchal Hierarchy 

Rofsana Bamgui 

Though 'nation ’ emerged as a secular egalitarian community in the late 18th century European imagination, 
this project of modernity got vitiated when transplanted under colonial conditions in Latin America. By analysing 
the constitutions, civil, criminal and military codes of the new republic of Bolivia, the article unearths that the 
Juridical equality, the foundational ideology that marked the break-up of feudal society, and formed the basis 
of modernity and political independence in Latin American countries, was in fact not equal. Except for the male 
elite, the essential structure was still difference and hierarchy, which seemed perfectly logical and consistent 
for the authors of the codes of equality. 


ONApriI2,1831,the capitolsof departments 
and provinces in Bolivia woke to the sound 
of cannons, announcing the reading of a 
presidential decree and the celebration of te 
deum masses in all the churches of the land.' 
The newspaper published a poem to honour 
the sun-fath^ and source of light, who had 
ripped away the veil of infernal darkness and 
brought wisdom inscribed in sacred books.' 
That same day, “the most classical document 
of civilisation in the youngest of republics" 
was dedicated to a woman who was both 
wife and mother.' 

These celebtations hailed the promulgation 
and publication of the civil and criminal 
codes and the code of procedure in 1831 and 
1832.* The father, hero and philosopher who 
ruled with the sun and dedicated bis works 
to the love and care of a woman’s heart was 
none other than president Andres de Santa 
Cruz. His wife, Francisca Cernadas, 
celebrated her birthday that same day, and 
received the codes in her safe-keeping, 
recalling the manner in which Napoleon had 
paid homage to his wife the empress 
Joaephine.' 

Fbur features stand out in this ceremonial 
presentation of the codes. Rrst, the codes 
were regarded as sacred books, like the Bible. 
Second, the philosopher-hero, embodiment 
of leasoo and civic religion, incarnated as 
the sun-fither, illuminates the darkness and 
inaugurates civilisation and an end to 
barbarism. Third, the product of male reason 
Ugiven as tribute to the mythical hero's wife 
who cradles justice in her lap and offers 
compasrioD. Lout, a resounding parallel is 
st^gested between the new republic and the 
cracBe of enlightenment: Prance. 

These codes constituted, therefore, not 
oidy the body oftbe new republic proclaimed 
in 1S2S. but also a crucial element in the 
process of forging the nation. 

A muclHiuoted study of this process is 
that of Anderson (1991), which proposes 
that the nation is an “imagined political 
community* that emerged in the late 18th 
cemury in dose relmion to capitalism. 
According to this author, the possibility of 


imagining the nation arose with changes in 
cultural conceptions about language, sodety 
and time. As part of the process of thinking 
this new political comnounity, Anderson 
emphasises the importance of print- 
capitalism, crucial for the emergence of 
secularegalitarian communities (1991:36-37). 
Anderson also drew attention to the pioneer 
role of American creoles, who expressed 
their conception of the nation well before 
most of Europe (1991, Ch 4:50). This, he 
argued, was due to the importance acquired 
by colonial administrative units which came 
to appear as “fatherlands” because they 
framed the professional ascent of creole 
ofTidals. Newspapers were the vehicle which 
allowed them to think of themselves as a 
community.* Thus, ideas of nation-states, 
citizenship and popular sovereignty came to 
supersede those of dynastic empires, inherited 
nobilities, serfdoms and so forth: the “logic 
of San Martin's Peruvianisat ion was at work" 
(op cit:49). For Gellner, homogeneity 
appeared as a need of the industrial state and 
the modem world (1988:67 y 177).' 

InLatin America and Boliviathese themes 
have awoken the interest of two French 
scholars, Guerra and Demelas, who propose 
a paradox in the form of Latin American 
modernity in the 19th century: the 
juxtaposition of modern legal, political and 
constinitional forms withatraditional society. 

Demdas argues that the modem democratic 
system, based on the equality of men within 
a respresentati ve system of government, was 
imported rather than created. It coexisted 
with a stratified social order quite unlike that 
of modern social classes {Detnelas, 1993:13, 
35,46]. Guerra, on the other hand, argues 
that the revolutions of independence were 
in fact cultural revolutions of enlightenment 
and modernity (1993:31,83 and 14), and the 
new societies were formed by equal 
individuals freed from the ties of the old 
corporate society. The new social pact 
deposited legitimacy and sovereignty with 
the people, thus forming a nation (ibid:l3, 
85,86,89 and 91). Howew, this modernity 
wu the exclusive province of the elites, 


because only they were acquainted with 
modem deniocrBticculture.''nius,a“cultural 
chasm” divided modernising elites and the 
corporate society of the ancien regime (iUd; 
52-53 and 359). 

These studies, whether from a global or 
local perspective, establish a series of 
problems which can be perceived in the form 
of “Peru vianisation” referred to by Anderson: 
“the aboriginal people shall not be called 
Indians or natives; they are children and 
citizens of Peru, and they shall be known 
as Peruvians". 

This declaration encloses a desire, a project 
and a process. As a result, the new republics 
which arose under the impulse of the creole 
“pioncen" mark the beginning of a long 
process, rather than the crystallisation of an 
“imagined political community". In the case 
of Bolivia, for example, citizenship was not 
given to the Indians in spiteof initial attempts 
(such as “Pcruvianisation"). Second, these 
post-colonial states with an Indian majority 
were largely the point of departure for the 
“imagined political community" of the local 
elites. But. rather than print-capitalism in a 
largely oral society, their imaginary was 
nourished by conflicts between extenuil stale 
powers linked to the Crown and identified 
“Spanish”.’ on the one hand, and the Indian 
population which had demonstrated its 
strength and power during the great 
insurrections of the 18th century, on the 
other. Recognised as Spanish Americans by 
the colonial bureaucracy itself, they began 
to assert themselves by omitting the epithet 
“Spanish" and claiming the right to govern 
the Indian population betterthan'Yoreigneri” 
[Batragan 1^5]. Third, and given that the 
changes proposed were fundamenully 
political and cultural, but not economic, there 
was no full industrial and capitalist 
development almost until the first decades 
of this century. That is to say, there was no 
correspondence between these nations and 
a capitalist system of production, a premiss 
both of Anderson and Gellner. Nor do we 
find the premiss that society was now 
conceived as egafitarian, a conclusion which 
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in bejuitified tlvough (he aralysii of the 
9w legislation of the republic. 

Faced with this situation, Demelas (re¬ 
ading de Tocqueville) and Ouem posed 
e problem in temu of the dichotomy 
stween traditional society and modem 
ilitical stnictures. Nevertheless, both of 
em also disagree. For EVmclas, modernity 
as a foreign product alien to Bolivian 
iciety, while Guerra considers that 
odemity was an attribute only of the elites, 
terefore, what happened in the 19thcentury 
explained in terms of a contradiction 
stween modem politics and traditional 
cieties. The superstructure of modem legal 
xts, such as the Latin American 
institutions, are imagined as completely 
voiced from society, and the modernising 
ite conceived of as straggling against the 
chaic nature of soci^ and the people, 
lus, the 19th century seems to constitute 
ong transition to an incomplete modernity, 
'.his view, the French and ^ropean models 
B the hidden measuring sticks for analys- 
g the new Bolivian Republic, where 
iradox seems to be the key word. Thus the 
irocentric perspective appears to lead, as 
latteijee has already shown (1993:12), to 
£ discovery of paradoxes and anomalies, 
complete copies destined to faii,'”confIic(s 
tween so-called 'Iradition" and modernity, 
tether because they did not correspond to 
ality, or whether b^ause the “masses" did 
t partake of democratic culture, an attribute 
ly of the elites, 

liie study of these eli tes becomes yet more 
gent because the historiographical renewal 
rich took place in Bolivia from (he 1960s. 
d particularly after 1976, has turned all 
interest, in the face of the official 
ktoriography, towards the rural space of 
; Indian communities. This emphasis leads 
, however, to a vast gap, because the new 
aposals and problems analysed for the 
jbaJtem groups” are not parallelled for the 
minant groups. In theAndcs. small hillocks 
ve been created on the basis of new studies 
Andean societies, but the great mountains 
ected by the traditional, elitist 
uoriography remain intact. This gap has 
lerged because the bridges and connections 
tween hillocks and mountains have been 
totten." 

Hiis article aims to analyse one of (he 
imeworks of the elites, in order to 
derstand better the strategies and tactics 
im below. And the network, with its 
enections, is even more vital in the case 
a topic such as the “Nation". In (he first 
tee, we start from the assumption that in 
ing the nation the economic and political 
ations of power are fundamental; a process 
sdikh the "imagined politicalcommunity” 
1st be seen as (he result of changing power 
ations, and of the partial successes and 
lures between elitist projects, strategies 


and concepdens which onerge from the 
“subaltern groups”; and also of the everyday 
practice, much less coherent, both of the 
lower and of the elite sectors. The 
intersections, the points of meeting and 
straggle are, we Mieve, crucial to this 
process. Obviously I carmot give a global 
coverage to it here. My aim will be to reach 
a more complete understanding of the relation 
of foundational laws and constitutions to 
society as a whole, as well as the complex 
interaction of modernising elites and 
so-called "traditional” social sectors. 

My concern is to consider whether the 
ideology of “modernity” was in fact the 
spirit of the body of laws adopted and what 
its impact was on social and political lile. 
Having the experience of living in a country 
which continuously adopts foreign models, 
my first hypothesis is that (he “modem texts 
and ideologies” were peculiar and specific 
enough to distinguish them from their 
European models. My second hypothesis is 
that body of laws was in fact closely related 
to social and political processes. Finally. I 
consider that the laws were one of the key 
fields for the forging of the nation, because 
they were also contested fields from which 
emerged the strategies used by the indigenous 
and mcitita population in their relationship 
with the state and which fueled the dynamics 
of identity.'- 

Thispaperwillmainlyfocusun the analysis 
of one of the clearest expressions of the new 
republic after independence, its legislation, 
which is the sum of the constiluiiuns, civil 
and criminal codes, the code of procedure 
and the military code. The body of 19ih 
century legislation is conceived of as an 
expression of the interplay of stKial. cultural 
and political forces, rather than a mere 
ideological represcniation of society at the 
moment of independence. As a power that 
established rales and marked the limits of 
what was permitted and what was forbidden, 
it ranked and classified siKial groups and 
legitimised the way power wasexerted; rather 
than being a set of dead texts, it played an 
active role in reorganising and structuring 
society, and thus provided the basis and rales 
of ihc game for 19th century society. These 
legal codes may therefore be described as 
Ihe "ritualsof legiiimisation” that established, 
assigned and imposed social rights and 
categories. At the same time, they were a 
"solemn act of categorisation", which served 
to grant privileges to some while subordi¬ 
nating and excluding others (Bourdieu 
1982:121 and 125-26],as well asconstituting 
the foundation of the new nation. 

The first part of this paper will analyse 
the constitutions and the codes as mainstays 
and foundations of the nation. The second 
pan will study the conienu of the criminal 
code. I shall demonstrate how similar it is 
to European codes, and shall also point to 


particular features and details which 
distinguish it from them. In the third part, 
I will examine the structural axes of (he 
legislation as a whole, showing bow this 
ideological framework was enforced in court, 
where it became one of (he most important 
linksbel ween state and society. Toconclude, 

I will consider the implications of this body 
of legislation for social and ethnic dynamics. 

I 

ConstituHons and Codes as the 
Foundation of the Nation 

The number of conslitulions - a total of 

II in the course of Ihc I9lh century*' - 
shows how diffcrcnl prc.siden's sought to 
legitimise themselves through a symbolic 
rcfoundation of the republic. This wits even 
more apparent in the codes - approved 
between 18jt() and ih32, only five years after 
proclamation of ihc republic - because 
political autonomy, as repiesented in the 
consiituiions, had to be matched by judicial 
and legal autonomy “ 

Old laws in force until then had to be 
abolished, as they were seen to be 
anachronisms in the new centurypertainmg 
to“fcudal limes”.‘'■the “horrorsof serfdom,” 
the spirit of "concjuesi ...and oppression” 
and the perpetuation of colonialism 
Moreover, they were an obstacle to entry 
into the new century, t.ae century of 
enlightenment, philosophy, freedom and 
morality.*' 

The fi: St of the founding law.s nf Ihe nation 
and the republic was the criminal code which 
regulated behaviour, defined enmes and 
imposed punishments. 

II 

Eniightenment and Civilisatkm: 
Crimes and Punidunents 

Tne criminal code of 183] distinguishes 
between cranes against society from those 
against individuals. Punishments were 
classified as pecuniary, corporal and non- 
corporal. The latter basically involved the 
judicial condition, legal rights, honour and 
employment of individuals, for example, the 
declaration of infamy, suspension of certain 
civil rights, loss of employnacni and public 
office, imprisonment as corrective 
puni.shment. surveillance by the authoniies 
and public apology. Cvirp^ punishment 
referred to those affecting the convict's 
"body”, such as death and different forms 
ol deprivation of liberty.^ 

The visual and c.xcmplary rtde of the death 
penally, and of the chains used to prohibit 
the movement and liberty of pnsonen (as 
well as a variety of other punishments) were 
the result of a compieie classificatiaQ of 
crimes. The severity of the ptmisbiMM 
conesponded to the scnousncttof the crime. 
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This matked a break from the dark and 
barbarous past, as president Andres de Santa 
Cruz emphasised and newspapers 
proclaimed,^' just as it bad in EuroM. 

As in Europe, reforms of the criminu code 
sought - as Foucault would put it - “not to 
punish less, but to punish brtter; to punish 
less severely..., to punish on more universal 
terms" (Foucault 1975-1993:86]. All this 
thanks to the “Linnaeus of crimes and 
punishments" (ibid: 102-04), since for 
punishment to be useful it should be 
proportional to the crime (Filangieri). Rather 
than fitting a crime already committed, it 
should “punish just enough to prevem it" 
(ibid:97. 98). 

This comparison demonstrates that 
European “l^al and criminal modernity" 
was rapidly and fully enforced by the new 
republic. The paradox is that this criminal 
code, which was to “break the chains with 
Spain." was precisely the result of a revision 
of the Spani^ Codt of 1822, using the work 
of the Spaniard Calatrava. the Frenchman 
M B Constant and the Englishman 
J Bentham.^-1 believe that even though its 
authors copied European codes, they made 
it their own by leaving out what they 
considered inappropriate. The key is therefore 
to look for what m^es it specific to Bolivia. 
On the basis of an analysis of the Bolivian 
criminal code, I argue that three features 
made it distinctive; a conception of crime 
influenced by Spanish-Christian practices 
(as opposed to the French model); extensive 
application of "infamy" as a punishment for 
crimes which, in other European codes, were 
considered to be minor ones: and a society 
implicitly conceived as heterogeneous, 
hierarcbical and non-egal itarian. The second 
and third aspects will be considered fully 
here. 

The Bolivian criminal code of 1831 
included as punishments: (1) the loss of 
public office and political rights 
(inhabiliiacion) - the public sphere; (2) the 
loss of family rights {interdiccion), also 
known as private or civil rights, such as 
paternal and marital authority and the ability 
to administer and dispose of property; and 
Rnalty, (3) infamy. Infamy, the main non- 
corporal punishment, involved three 
ekriients: (1) deprival of political rights or 
the loss of citizenship; (2) deprival of the 
legal right to act as accuser, witness, executor, 
or guardian; and (3) prohibition on holding 
public office and joining the army. Infamy 
was a puntshment widely used in Bolivia in 
contrut to Europe where, for example, it 
was applied in ^ case of only the most 
serious crimes,” and e vemually disappeared 
from French and Spanish criminal codes 
during the course of the 19th century.” In 
Bolivia, infamy was applied in case of the 
common crime of robbery, no nuuter the 
circumstances or the amount stolen.” Also, 







if an individual repeated the offence within 
a period of seven years, he was sentenced 
to the maximum punishment of 14 years 
hard labour. 

Another noteworthy aspect of this body 
of legislation was that society was not 
considered to be composed of equal 
individuals. Although social distinctions 
were not obvious in the criminal code, certain 
details reveal their presence. However, the 
need to distinguish between social groups 
is clear, and constitutes one of the axes of 
the interaction of law and society. 

lU 

The Consdtative Axes of the Law 

The underlying logic of this legislation 
may be summarised along four main axes: 
citizenship and infamy; paternal or marital 
authority and legalised violence; honest 
women versus prostitutes: and legibmate 
versus illegitimate children. 

Citizenship and Infamy 

Citizenship and infamy involved not only 
inclusion or exclusion from political rights, 
but also distinctions between citizens and 
Bolivians, as well as inclusion and exclusion 
from civil rights. 

(a) Exclusion from political rights among 
citizens; The analysis of requirements for 
citizenship in the various 19th century 
constitutions shows no changes until 1939.” 
In the first place, the constitution established 
adistinction between citizens and Bolivians, 
or people born within the republic, which 
is reminiscent of the French distinction 
between active and passive citizens, and 
even more so between Spaniards and citizens. 
To be a citizen required being Bolivian, 
male, of course, over 21 years of age or 
married, literate and not being a domestic 
servant. These requirements excluded the 
great majority of (he population from the 
political right to vote or be eleaed. 

(b) Citizens, Bolivians and “all classes of 
people”: But the legislation also 
distinguished between people with “good 
reputation” and those who lacked it. The 
former were granted the privilege of not 
being imprisoned together with delinquents, 
or being sentenced to major corporal 
punishments.” Distinctions among people 
also affected rights to bail; if a^me was 
not serious enough for corporal punishment, 
people of “publicly known honesty and 
wealth" were not forced to pay it.” 

Distinctions were also made in the army. 
Soldien and officers were differemial^ 
according to literacy, civic knowledge, and 
the power to give orden and to punish. 
Soldien, for example, were obliged to learn 
the “caiocfaism of the Pol itical Constitution" 
and had to pass a literacy test in order to 
be promoted to corporals.” Oree they did 


so, they were given a stick with which to 
punish soldiers, especially drunkards, "not 
exceeding two or three strokes".” 

Distinctions were also made between 
crimes and their corresponding punishments. 
Drunkenness, for instance, was associated 
with specific “classes" and corporal 
punishments like arrest and imprisonment, 
for example, were mostly reserved for 
soldiers. (^orpiMals, sergeants, officers and 
generals suffered, instead, the loss of 
employment or reduction of salaries.” 

Consequently, while the legal codes 
supposedly governed a society made up of 
equals, distinctions were made when 
ad mini strati nganddistributing punishments. 
Thus, although laws and resolutions did not 
differentiate among members of Bolivian 
society, distinctions were made in their 
application. There was no need for 
discriminatory laws, since behind legal 
equality was the practice of inequality. For 
example, the consequence of the application 
of corporal punishment to one type of crime 
and non-corporal ones to others meant that 
public officials were generally exempted 
from corporal punishments, except in the 
case of serious crimes.” And. of course, few 
public officials were Indians. Moreover, in 
the case of the army, soldiers and officers 
could commit the same offence, but were 
penidised with different punishments. 

(c) Infamy and citizenship as exclusion from 
civil and private rights; (Citizenship not only 
involved political rights, but also civil and 
persona) rights. In this regard, there were 
two key and complementary concepts; loss < 
ofeitizenshipand infamy. Citizenship could ; 
be permanently or temporarily lost. 
Suspension, acceding to the constitutions, i 
could be applied to the insane, fraudulent j 
debtors, drunkards, gamblers, beggars | 
(Constitution of 1826) and those involved i 
in a criminal case or suffering either 1 
defamatory or grievous punishment or 
“degrading corporal punishment" 
((Constitutions ofl83l,186lyi87i). Infamy, 
on the other hand, was associated with “die 
power of the word",” reputation and honour. 

In Bolivian 19th century legislation, infamy 
was a variant of “civil death” in the old 
Spanish legislation,” since loss of citizenship 
rights meant that the person in question 
could not act as plaintiff in any trial, except i 
his own, nor act as witness, executor, guardian 
(except to his children), enter into public 
office or serve in the army, militia or riavy.” 

Suspension, lost of citizenship, 
interdiction, disablement and infamy were 
widely applied. And several testimonies of 
civil and criminal trials demonstrate that 
distinctions were made between different 
"classes of people”, showing that the power 
of an individual and his or her word in the 
law courts depended on social condition. 
Despite theoimical equality, lower and 



littennediateiodrigroupt. inducting women, 
suffered discrimination. Accusations of 
idleness, lack of iegal capacity, servitude in 
the case of agricultural woricers (co/onos) 
and domestic employees, lowly occupations 
in the case of artisans, were the main obstacles 
these groups had to face whenever they 
appeared in judicial trials. It is clear then, 
that Bolivian reality went far beyond the 
concept of citizenship, and was far from 
being a community of individuals equal 
before the law. 

Another criterion for differentiation within 
society was based on sex and age. Because 
of their sex, women were not only excluded 
from citizenship, they were not allowed to 
file accusations, except in cases in which 
they were directly and personally involved. 
Similarly exclude were minors and those 
whose occupation or profession did not yield 
a minimum annual income of 300 pesos. 
This was part of the second axis of tlw law, 
paternal and marital authority and legalised 
violence. 

Paternal AuTHORrrr and Leqausbo 
Violence 

Paternal authority or Patna Potestad in 
colonial legislation was “the power of parents 
over children and grandchildren, and over 
all those of their lineage bom of honourable 
marriage". In the republic, it was restricted 
to unmarried, under-age children. 

Paternal authority meant that children 
were not allowed to leave home without 
authorisation, nor behave disrespectfully.** 
However, that same authority exerted by 
mothers and fathers over their children, was 
exerted by husbands over their wives, 
"hus, if a spouse disobeyed and did not 
:hange her behaviour despite “warnings 
and moderate domestic punishments”, 
they could be taken before a judge to be 
reprimanded.” 

If a woman committed adultery, she not 
inly could be sent to a reformatory for a 
jieriod not exceeding six years, but could 
ilso lose all her marriage rights, including 
serdowry and her pan of the joint property.** 
In cases in which the husband had found his 
ivife committing a carnal act and had killed 
he man, his punishment was less than that 
>or “murder".*' Brothers and fathers-in-law 
ivere also |»ivileged in this way.*" 

The authority of parents over children, of 
lusbands over wives and that of landlords 
.iver their servams also included legalised 
riolence. As already mentioned, “moderate 
.'omestic punishments” of children and 
vomen were allowed as part of this authority. 
‘Physical injury, offence and physical ill- 
reatment” were not punished if they were 
nflicted “unintentionally”, and inflicted by 
nrents on their children and grandchildren 
*rithoui permanent injury.*' Punishment thus 
'efiected hierarchical gender and class 


relations, a conception that was also present 
in colonial Spanish law.** 

The military code of 1843 also revealed 
a pattern of authority, subordiruuion and 
le^ised violence. The essence of the army 
was, of course, obedience, since the contrary 
was considered the "most severe charge” 
that could ever be brought against an officer, 
and especially of the top ranks.** Violence 
was also inherent in the relationship of 
authority and obedience. The death pe^ty 
was applied to any soldier who did not arrive 
at his post on time in case of “alarm, at the 
battlefield, or in any other function”,** and 
also for st^iers, corporals and sergeants 
who refused to obey the higher ranks in 
service matters*’ or who had physically 
abused an officer, even if it was in retaliation 
for punishments they had received.** In 
addition, punishment was also inflicted if 
orders were not carried out either in service 
or out of service. In such cases, soldiers and 
corporals would receive 100 strokes of the 
rod and four months' imprisonment.** Such 
acts of disobedience, which were considered 
the most serious crimes as they could even 
be punished with death, took into account 
hierarchical and class differences. For 
instance, an article which applied to “all” the 
army community ended by stating that 
punishment should be impost according to 
the "quality of the persons affected”.** This 
same difference can be observed in 
punishments inflicted for identical crimes. 
Thus, a soldier who stole between six and 
25 pesos was sentenced to eight years of 
prison and to death if the thefi exceeded that 
amount; but in the case of an officer, robbery 
was called misappropriation and he was 
merely suspended from employment, while 
still receiving a third of his ^ary.** 

Women of Good Reputation versus 
Prostitutes 

The 1831 criminal code clearly 
distinguished between ;'uncocnipted women, 
those with good reputation", and those of 
bad reputation or prostitutes. Punishment 
for sexual offences committed against a 
prostitute was half that for a crime against 
women of good reputation.** Abuse of a 
married wonum was punished with two to 
four years of public labour,*' that is, this 
crime was punished in a si milar way to minor 
theft of hats or capes, since the latter was 
punished with two to six years of public 
labour.'' Molesting women “against their 
will" - sexual abuse ~ on the other hand, 
was punished with eight years of public 
labour and banishmem.*' Such a sentence 
was reduced to half that period if it was 
committed against a proMitute.** 

A patticulariy dramatic case was that of 
the rape of an Indian girt, left at the house 
of a merchant to “serve him and be educated", 
which clearly shows the distinctions drawn 


betw een people, and the difference it made 
to belong to groups with authority and social 
power. The girl’s uncle stated that the 
merchant had offered him 40 pesos to keep 
quiet. When asked why he did not report the 
crime to the police, a friend of the uncle said 
that "he was afraid not to be able to explain 
himself in Spanish", and added that he had 
been threatened withjail and death, because 
the merchant had told him that he could 
“easily pay a boy two or three hundred 
pesos... to have him shot”.'* 

Thus, in spite of the uncle’s declaratioru 
- he had found the young girl with aihsiocaed 
hip - and statements by the uncle’s friend 
and by the girl herself, the sentence was thM 
“nothing had been proven about the 
delinquent" and that “a legal case could not 
be made’’.** Undoubtedly, if the girt had not 
been Indian and hre abi^ 9 merchant, the 
outcome would have been different. 

Adultery, Concubinage, LEcntMATE and 
Illecittmate Chu-dren 

Accotding to Spanish legislation, lineage 
was basically transmitted through fathers. 
Because of this patrilineal conception, a 
married woman should be conferred the 
“honours and dignity" associated with her 
husband, and above all the “highest honour” 
of having her children inherit her husband's 
patrimony.” Illegitimaie children, on the 
other hand, were considered to have been 
“conceived against law and natural reason”,” 
and had no right to property from their 
father's side.** 

Iliegitimacy in the city of La Paz was 
closely related to reiuionships outside 
marriage, and also with adultery. Adultery 
by men was usually with women from lower 
classes. These children were (he ex p re s sio n 
of unions outside marriage, or the one hand, 
and ouuide the social group (“vertical 
illegitimacy”), on the other. 

One must remember that the patrimony of 
the elites was an important factor IB fon^ng 
marital unions, ensuring social pronuaence 
and reproduction, not only of one family bw 
the social group as a whole. Strategic 
mairimonial alliances emailed the social 
control of women, in particular, who couM 
pul wealth at risk through unsuitaMe unians 
and children. How were pre-maiitai imioiis 
possible, despite the cult of virginity'? Or 
extra-marital relatioiis, in view of the fact 
that adultery was candemned? Three factors 
explain such practices. Pint, in a hkrarehical 
society, a smidl female etiie of good i^mta- 
tion was overshadowed by the mass of 
dishonourable women. Second, the cuh of 
virginity and the conception of marriage 
separated women at wives and mothers frooi 
the flgure of the mistress. This sqmration 
allowed husbands to “have access’* to other 
women, and obliged thdr wives to accept 
these extra-marital relations. The lewa m 
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side of the honour of gentlemen and ladies 
was the dishonour of many women of no 
reputation. Finally, to “have access” to other 
women is an expression of power, because 
it means authority and control over another's 
body, as well as the affirmation of social 
distinction and hieratchy. 

Social and legal condemnation of unions 
outside marriage was extended to offspring, 
who were deprived of the rights of legitimate 
children, a discrimination similar to that 
between women with good reputation and 
those of bad reputation or prostitutes. Such 
condemnation was much more severe for 
illegitimate children, that is, those not 
acknowledged by the father and conceived 
in circumstances socially or morally 
forbidden: outside maniage.or hindered by 
some other obstacle, such as religion. 
‘Illegitimate’ children could not inherit, but 
had the right to he maintained until they 
reached their majority at 25 years of age.*** 
‘Natural’ children were those acknowledged 
by the father, conceived and born in 
circumstances in which the parents would 
have been able to marry, and thus they were 
allowed to demand a fifth of their parents 
property."' 

Butalthouglithedistinction was important 
for inheritance purposes, both illegitimate 
and natural children were characterised as 
“infamous" becau.se of the conditions in 
which they were cont'eived and bom, and 
thus both were despised by dominant groups 
because they expressed dishonouor, “sin”, 
shame and usually ‘‘illicif’ interclass and 
inter-ethnic unions. It seems clear, then, that 
such vertical relations were key elements in 
the interrelaiions between different social 
groups, each with their own objectives and 
way of negotiating the situation. On the 
other hand, far from being united, women 
were rigidly separated and an integral part 
of society’s hierarchies and divisions. 

CONCLLSIO.S'S 

Finally I shall summarise my main 
CO nclusioas, and also refer to the link between 
legi.slation and social dynamics. 

The first fact to be emphasised is that the 
leading elite itself was colonised and 
overwhelmed by the enlightenment, both 
because of its purported universal character 
and because its power derived from one of 
the main colonial centers of the world. In 
a letter addressed to president Andres de 
Santa Cruz, one of the authors of the criminal 
code stated: 

The Cnminal Code... is the pnxluci of wisdom 
and any criticisms are groundless... It was 
drawn up by eminent men of the Spanish 
Courts. Not satisfied with CalaUava's six 
years work., it was revised by Benjamin 
Constant and one of the most prominent 
legislaiors Benunt (Beniiuml. According 
to the former’s opinkm, (his is the most 


perfect Code ever issued in Europe. The 
latter’.s opinions were more or less the same... 
Wboin America wouldeverdare to condemn 
it then? One would have to be superior to 
these notable men, or very proud, which is 
not the best thing to be. After all. Sir, the 
code is wise, perfect, almost divine, and 
anyone who dotes to condemn it does not 
understand what is being done, and the pride 
of criticising it would be bum of his lack 
of intelligence, if in fact there be anyone 
who would dare to do so [Santa Cruz 
Shunkraflt I976-19<»2;37]. 

Even though the codes were a copy of their 
European m^els, including the Spanish and 
Napoleonic laws, simultaneous adoption of 
pieces of one and the other mate them 
different. We are confronted with an hybrid, 
which discriminated on the basis of 
educational fcvel, morals and social 
affiliation, while at the same time expressing 
(he promise of equality in the process of 
“civilisation”. 

There is indeedarecognisable relationship 
between the colonial Spanish concept of 
civil death and the republican use of infamy, 
exclusion from citizenship, intetdiction and 
disablement. It has also been shown that 
wbilecitizenshiprcquirementsdifiercntiatcd 
bet ween Bolivians andcitizens.otheraspects 
of the legal codes marked the disjuncturc 
between honourable citizens and men of bad 
reputation, as between honourable women 
of good reputation and those of bad 
reputation. In other words, Bolivian society 
was conceived of as being formed by unequal 
and hierarchical groups. As opposed to the 
colonial period, when the rights, obligations, 
privileges and restrictions pertaining tu the 
two republics, Spanish and Indian, were 
clearly differentiated, the modem republican 
discourse of equality established a single 
criminal code, code of procedure, and 
constitution. These modem forms, however, 
obscured a social reality that was riven by 
sometimes subtle, often explicit dilTcrences 
and divisions. Unlike the colonial period, 
where the rights, duties, privileges and 
restrictions of the two republics, Indian and 
Spanish, were all regulated, the modem 
republican discourse of equality coveted the 
legal corpus with the varnish of a single 
penal code, a single code of procedure, one 
Constitution. But behind these modem forms, 
society was thought of, in subtle and inexplicit 
ways, as composed of different froups and 
castes. 

A new system was thus inaugurated, 
where (1) social stratirication was not 
recognised but continued to exist; (2) Ihe 
rights and so-called "privileges” of 
indigenous people disappeared; and (3) the 
■Stigma of belonging to certain groups and 
categories, and the ambiguity involved in 
making these distinctions, became a social 
battlefield. 


Juridical equality, the foundational 
ideology that matted Hm breakup of a feudal 
society, and formed the basis of modernity 
and political independence in Latin American 
countries was in fact not equal. It was basically 
applied to those considered equal and similar, 
that is, the male elite. The essential structure 
was still difference and hierarchy, which 
seemed to be perfectly logical and consistent 
for the authors of the codes of equality. 

Legal modernity is far from “enlightened”. 
Thepurportedobjectiveofusingenlightened 
principles (o reform “traditional society” - 
which, according to the received 
historiography, makes the 19th century a 
transitional and conflictive process towt^ 
“broad modernity” - was not in fact the road 
followed in the new republic. The elite’s 
purpose was to establish citizenship for 
honourable and highly reputable men, as 
opposed to infamous, illiterate men, and to* 
privilege women of good reputation versus 
those of bad or “unknown” reputation. 

Consequently, through apparently modem 
language, elites structured a “non-modem” 
society. However, this meant not only an 
extension of the colonial period, but a 
restructuring of the estates and social groups, 
in other words, elites were carriers of a 
modernity which was far from being 
perceived as that of regimes “founded on 
individuals who freely associated by 
contractual, corporative or communitarian ' 
links", as argued by Cuerra (1995:359). Nor 
wasihenewlegislationanalienbodyseparate I 
from society, because of its “modernity”, as j 
Ocmclas has asserted. j 

Modemityconsistedinanapparentequality j 
which overlay a patriarchal hierarchy; the j 
promise of progress could only be fuirilled * 
if a series of requirements were met. A door ^ 
was left open toequality, at least at a juridical i 
level, but the concept of equality had to go : 
through a process of “civilisation", as 
S Rivera (1991) and T Platt (1991) have . 
observed. Enlightenment ahd modernity, 
daylight after darkness, are still with us - 
today in the discourse of civilisation and I 
progress. j 

As a result of this process initiated with | 
the republic, few Bolivian identities were 
ever positive, proud, or self-identifying. 
Elites and dominant sectors were not able 
to assume their identities as Americans or 
Creoles after indcpendetKC, since they were 
associated too closely with (heir Spanish 
cousins. Enlightenment ideology and the' 
imitation of Europe allowed them to think 
of tbcniselves as the patriarchal leaden who 
would bring light, civilisation and progress 
to barbarous people. 

‘enforcement of the laws and regulations 
adopted in the 19th century involved the 
interweaving of social idemitiei, because it 
established the structure of relations among 
groups and with the state. These relations 
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m nuuked by the dMmiu^l and neglect 
the lower classes because of their social 
ndition, and the sdgmatisatioa of their 
Ivities and existence. If the mask of 
demity was equality - one constitution, 
t criminal code, one civil code and one 
de of procedure for all - the most subtle 
ciiminatioo was also masked by making 
inlities the tmns of dispute. Thus, the 
minant classes constantly condemned and 
;matised social identities through the 
tcepts of subordination, servants lacking 
dentanding, and '‘unknown persons,” 
Kealing old colonial ethnic divisions in 
Hal tetms, while those stigmatised rejected 
reotypes and labelling, 
t is impoitam to remember, therefore, that 
very ambiguity of the legislation made 
and the courts of justice, areas of 
stestation. People discriminated against 
:w how to exploit the logic of the system, 
entering the accusations levelled at them 
demonstiating their credibility and honour, 
defying disequalities in the name of 
tality; by app^ing to patriarchal logic 
manipulating political conjunctures. A 
ter, for example, resorted to accrediting 
own character, asking the authorities of 
community to guarantee his “conduct as 
ributary...and his behaviour", and the 
Kipal master of his guild to testify to the 
mesty" with which he had “behaved as 
attesan without the slightest slur on his 
racier and honour”. Moreover, this 
ormation was channelled through the 
ice authorities, who had issued the 
tificate of his “morally untouchable” 
laviour." Equally, in 18M, some Indians 
o had received retaliation for having 
lounced theirCoiregidor, blamed the local 
lorities while at the same time declaring 
innocence of the president of the republic 
isidered to be a “fighter" for the “Indian 
e”. They aruged that they were as Bolivian 
as free as anyone else”.*' And one Indian 
iple appealed to the patriarchal logic of 
goverrunent; 

ic wish to say that we unhappy Indians 
ontinue to suffer ignorance boA in fact and 
law, and therefore we have not improved 
I condition or good fortune although the 
apietne government tries daily to relieve 
lis unfortunate caste... My Lord, you are 
ulhorised by the nation and by the law, 
ning in rigorous justice, to protect Indians 
iich as ourselves by showing us U> be equal 
efore the law (ALP CSD 1846. Caja 8S. 
xped. aeguido par Maria Pabon, f 11 -11 v) 

le struggle consisted, then, in that 
treas some categorised and bracketed 
» constantly by the power of their word 
aciated with their fortunate socio- 
nondc situation, those others as often 
cted such attempts at exclusion, 
onsequently, the terrain of “race” and 
lo-cultural identities was the scene of 


daily cooftontation. Let us consider briefly 
the dispute concerning “mestizos”. This 
term, strongly pejorative, began by being 
applied to the offspring of Indiatu and 
Spaniards,** but was later applied to IncNani 
who migrated to the city, br^ng links with 
the land and acquiring many of those dements 
which identifled Spanii^s and creoles: 
language, certain pieces of clothing, etc. 
Unlike the Indian population, mestizos were 
not obliged to pay tribute to the Spanish 
Crown, and despite the term’s negative 
association many peopledeclaredthemsdves 

mestizos, both bwause of the nature of the 
colonial process (growth of cities and 
increasing specialisation of labour (Barragan, 
1992 a y b], and to escape the obligations 
to which the “Indian Republic” was subject. 
Already in the 19thcentury ine$tizos,ancial 
census category together with “whites" (old 
Spanish Americans and creoles)** and 
“Indians”, were identified as the intennediate 
sectors, a sort of “middle class" generally 
associated in the cities with artesanal 
occupations in the case of men and domestic 
service in the case of women. At the end of 
the 19th century, the mestizos were virulently 
anacked as a “hybrid race". But immediately 
after the Chaco War (1935), which revealed 
the major points of rupture within the Bolivian 
population, thedominant sectors proclaimed, 
on the basis of an old colonial dichotomy 
bctvreen the mestizo and the cholO** (second 
generation mestizo), the need to create a 
national identity that would be incarnated in 
the mestizo, together with a practical policy 
of integration and civilisation (Barragan 
1992:18-21]. At the same time, and until 
today, many Indians who migrate to the 
cities can be recognised as mestizos, and 
hence as “middle class".*’ Therefore, to call 
oneself a mestizo or “middle class” is also 
a process of dispute and appropriation, both 
of the spaces occupied by the dominant 
sectors, and of the cemral position wiihin 
the nation assigned ideologically lothe ideal 
“mestizo”. It becomes therefore a means of 
questioning accepted ideas about what an 
“Indian" or a "mesiizo” should be, and at 
the same time a challenge which aims to 
revindicate and affirm spaces and struggle 
for the place ideologically assigned to the 
ideal mestizo as the maximum representative 
of the nation. In short, a confrontation 
between ideal mestizos and those of flesh 
and blood. 

It is quite possible, therefore, that the 
nationalist discourse of the 1952 revolution, 
which emphasised class distinction on one 
side, and the mestizo on the other, was the 
point of convergence for both elites and 
subordinate groups, although for difrerenr 
reasons in each case. However, it ia clearihai 
tiKstigmatisingcontentoftemislike“lndian” 
or “mestizo” have been continuously 
renewed. The fact that current political 


roovemenu to tevindicaie the Indian havie 
not atiaiiied more than 3 per oerft of the voles 
in elections is also partially due to new 
diflierentiaiing strategies [Bourdieu 1993:571, 
through the power of categorisatioii and 
reconstruction of hktarchical differenoea, 
and because identities continue to be labelled 
stigmatised and colonised. 

In conclusion, we with to relun to the 
theme of the nation. The analysis of ea^ 
Bolivian legislationlaisedamoresubstantial 
question to the extent tliM we are dealing 
with a post-colonial stale wboie elite had 
embarked in the 19th century on the 
construction of a nation combining 
“traditional” and “modem” elenienU. and 
making of "citizenship” or not only a 
“civilitirtg” element but also a procedure for 
reconstituting the“nilec>fcolonial(fifletcnoe” 
[Chatteijee 1993], That is to say, Bolivia is 
a case where the eliles created a r^nMic 
based on hierarchical iftfTerences: thus, the 
Indian population was not excluded from tiie 
natimi. it was an integral part of the new 
state, but in a subardinMe position. The 
mission to homogenise “children” and 
“savages” was, then, above all a discoune 
which legitimised the crede right to “lead 
and govern them”, since in practice 
homogenisation and “civilisation” (for 
example, through education) was more a 
rhetorical pose than a programme to be 
implement^ in practice. Should we say, 
then, that there was no naiioo. since many 
premisses of what is generally takai to be 
a “nation” were absent? Periiapa we are 
dealing with a different way of co n stnicti n g 
the “nation” in post-colonial couMiies, and 
the analysis of 19th century legisUtian has 
shown us a difTeinit way of applying the 
idea of democracy, which reflex not oiriy 
a particular way of ‘ reading” the 
enlightenment, but also the d^ree to wMcb 
it could sustain situations of st ra t ifi calion. 
inequity and oppression. But the new 
legislation was clearly one pnjeci amwig 
many that have emanated from the eliles, and 
the constiuction of the imagmed political 
community has been, and still is, tiM leauit 
of daily struggles over these pnjeols and 
contested Tields. It is through this praceu 
of snuggle that the nation ia forged. 

Notes 
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2 Cual mele el padre As the father of the 

de la luz del dia light of day 
Veioz marchando Flying swiftly in a 
en Cairo luminoso luminous carriage 
Rasgar cl velo de Swcepii^asidethevcil 
la noche sombna of the night's shadow 
Imagen del avemo Image of infernal 
tcnebroso: gloom: 

Asi se ve brillv And so wisdom 

sobiduria shines forth 

En las lineas sogiadas, In the sacred lines. 

iibro hennoso beautiful book 

Honor etemo al Eternal honourto the 

Heroe, cuya niano Hero, whose hand 
Boiro las leyes del Banished the laws of 
poder Espanol!!! Spanish power!!! 

“On the occasion of the publication of the 
Codes ", in; CT /TO de to Par. March 31.1831, 
p4. 

3 ‘Dedicated to Her Escetlency Francisca 
Cemodas de Sonia Cruz' from Jose Manuel 
Loza in the Hrsl edition of the Code in; Santa 
Cruz Shuhkrafft 1976-92-40. 

4 According to the decree of October 28,1830, 
the Codes were to take effect beginning on 
January 1. 1830, but due to delays, they 
wen: finally instituted three months later 
(SanlaCruzShuhkroffi 1976-92-37. V Abecia 
1976-92:86], The constitutional assembly 
declared on July 15, 1831 that they be called 
the Santa Cruz Codes, [ Simla Cruz Shuhkrafft, 
1976-92.33. 39], 

5 One of the authors of the Code, Jose Manuel 
Loza, wrote to FraiKiscaCctnadas; “A literary 
genius offered the Napoleonic Code fashioned 
in elegant verse to the Empress Josephine; 
I. a guest in the house of belles leitres and 
with utmost respect for the literal text of these 
laws, present to you. Madam, the Santa Cruz 
Codes. Who else but the wife of a philosopher 
could possess the sublime work imposed by 
him with his virtues which he reached with 
his talents? You, Madam... you cannot but 
appreciate the most classical document of 
civilisation of the youngest among the 
Republics. The Codes of Bolivia, the Codes 
of your beloved Country, deserve to be placed 
over your heart. 

In the Penal Crxle crimes are classified whose 
perpetration will moke you invoke justice; 
and the execution of the penalties will provoke 
in You, without being unjust or cruel, 
compassion for the human wretched. In the 
Civil Code, the duties of wife, mother and 
tutor will go hand in hand with your own 
feelings, reflecting your maternal concern for 
the well-being of the children of Bolivia. 
The Codes then, have inspired me to award 
your property to you, lu a tribute..." [In; Santa 
Cruz ShuhkraITt 1976-92:40) 

6 "What lam proposing is that neither economic 
interest liberalism, nor enlightenment could, 
or did, create in themselves the kind, or shape, 
of imagined community to be defended from 
these'regimes'depretations; to put in another 
way, none provided the framew^ of a new- 
consciouiness - the .scaroely-seen pe r phety 
of its visim ~ as opposed to centfe-fleld... 

In accomplishing this specific task, pilgrim 
creole functionaries and provincial creole 
primmen played the decisive historic role” 
(Anderson. 1991:6.5]. 

7 He pointed out that nationalism reflects the 
objective need of homogeneity because the 
mwlem industrial stale neeiJs a mobile, literate 


and standard i sed population. 

8 The only citiimu in the modem tense of the 
word ore the membeis of the elite who have 
inlemolised their condition of citizens, that 
is. the democratic modem culture” (Cnetra 
1993:361). 

9 In the disputes and conflicts between the 
'Spaniards' and the ‘criaiUn’ at the end of 
the 18th century and the beginning of the 
19ih, in fact, there were Spaniardsand ctoV/to 
on boA sides. This means that the decisive 
factor was the insertion of the latter in local 
society [Barragon 1996). 

10 Andei^speaksofthe'biluR'oftheSpaaiish 
American experience to “generatea permanent 
Spanish Americawide nationalism that 
reflects... the level of development of 
capitalism and technology” [Anderson 
1991:63]. Chatteijec wrote about; ”It is the 
perversity of Eurocentric historical theories 
that has led to the search for similar 
developments everywhere in the world, 
whenever that searoh has proved fruitless, the 
society has declared incapable of producing 
a true historical dynamic...the practice hoi 
been to sec the history of 'background' 
countries os a history of 'lack', a history that 
always foils short of true history" (1993:30). 

11 One of the results of the historical approach 
tothetwodomains,iheelitesandthesubiiliero. 
had “been precisely the ilemonstratioo that 
each domain has not only acted in opposition 
to and os limit upon the other, but, through 
this process of struggle, has also shaped the 
emergent form of the other" [Chattetjee 
1993:12). 

12 The dynamics of confromaiion, the diverse 
inlcrpictation, the games of power, the 
struggles and negotiations which were 
provoked, are still being provoked and wilt 
be provoked by the ‘Law of Popular 
Participation', undertaken by the present 
government, has been an incentive for me to 
approach the legislation of the 19th century. 

13 From 1826, 1831. 1834. 1839. 1843, 1851, 
1861.1868.1871.1878,1880. Our reference 
totheconstitutionsisbasedonthe compilation 
by Salinas Moriaca, 1989. 

14 “...Colony of Spain before its venturous 
enuuiicipation it con be said thru it is in the 
judicial realm", ('Letter from the ministry of 
stale from the office of the interior to the 
piesident of the Supreme Court of Justice, 
(2haquiuca. September 17, 1829' in: £/ Iris 
de La Paz, November 29, 1829, p 2). 

15 “...ifthepievailingRomanlegislationinSpain 
was later intermixed with that of the Goths, 
Vanilals. the Alani-Swabian and the Arabs; 
iftheP<irrrdaf,themi»t complete and regular 
body of laws which has exist^ since the 13th 
century in the Peninsula, is only a trace of 
those already mentioned; if these and even 
the royal authority hiul to be o(iaetved in 
absence of the collection compiled in Castile 
in the 16th oemuiy, without mentioning the 
newest one which for lack of sufficient 
publication is not commonly used in the courts: 
...it would be just and convenient that men 
of the I9lh century be ruled by laws whose 
origin is lost pcrhiqM in the uncertainties of 
time and in the successive multitude of its 
authofsT” (“The Iris”, in: El Iris de La Paz, 
March 31, 1831, p 3). 

16 “Codes. Decree of the Marshall Andres de 
Santa Oruz”, in: EllrisdeLaPaz,Minh3l, 


1831. p I. 

17 "Legislation" in: £//r(t dr June 12, 

1830, p 3. 

18 “This Iris" in: El Iris di La Pax, March 31, 

1831, p 3. 

19 "We dare to declare, that while dus and other 
American states which used to be colonies 
of Spain find Ihemselvei under the influence 
of the laws of the old metropolis they will 
never reach that level of morality and 
illustration of which they are capable oT 
(“Legislation” in; El Iris de La Paz, June 12, 
1830, p 3). It was also pointed out that they 
did not take into account the "habits and 
tendencies, and even the vices of the majority 
of our population”. It was argued also that 
there were more than 15,000 among the laws 
of the [Novisima Recapilacliui] and the 
pariidas which were still prevalent starting 
in I ^.confused laws, with an old-fashioned 
language no longer in use. and even 
incomprehensible, capable of maintainiag 
“eternally justice and injustice", the 
oibitrariness of the trials aitd the jurlicial 
despotism (“The Iris" in: El Iris de La Puz, 
MorchSI, 1831, p 3). Other article alto rends: 
“A monstrous and complicated legislation, 
and most of the time in contradiction with 
our habits and tendencies...it has the capacity 
to mislead the jurist and the magistrate. In 
this labyrinth of things, it seems that the 
integrity of the judge was the only recourse 
for the innocent, while the accused feved the 
rigourof the punishment as the most nolDtioas 
criminal. What a vast space for arbitrarinets 
and corruption! How many...pretexts for an 
undeserved compassion, for impunity aiul 
clemency disguised with the veil of equity, 
with the silence of the law, with the atrocity 
of the penalty" (‘‘Administration of Justice", 
In: El Iris de Im Paz, April 24, 1831, p 4) 

20 That is to say, labour for 14 years, public 
work, conrinement in a work house, 
imprisonment in a fortress, conflaemem, 
prisoD, exile and deportation. In 1831, physical 
punishment were I Deiuh, 2 Fourteen yean 
labour, 3 Deportation, 4 Exile or perma- 
menl bruiishment from Bolivia. S Prison, 6 
Public work. 7 Conrinement in a work house, 
8 To witness an execution, 9 Imprisonment 
in a fortress, 10 Conrinement in a town or 
district, 11 Life or temporary exile in a town 
or district. Non-fdiysical punishment; 1 
Declaration or inramy, 2 Inability to exercise 
an employment or profession or hold 
government offlee in general orofaceitain 
sort, 3 Deprivation of employniefiL honors, 
profession or public office. 4 Suspension of 
the aforementioned, 5 Anett ns a merely 
corrective punishment, 6 Subjection to 
authorities. 7 OUigntion to post bail for good 
conduct, 8 Retraction. 9 Satiifaction, 10 
Judicial warning, 11 Judicial repri m and, 12 
To hear the sentence publicly. 13 Correction 
in a house of this kind for women and minon 
(Article 28, Chapter 3, Cadiga Penal 
Boliviana, 1831). By 1843 physical 
punisbment had been fflodified, although 
modesdy; penalties were reduced to nine, 
disappearing or being jowed to others; the 
one of 14 yean woilc with the public woik. 
and the one of deportation with exile. The 
Older waa as follows: I Death, 2 Prison, 3 
Public Work.4Ufe an dleiii(iotaiyba ni tlwiB n t 
from the Republic, 9 Coufinement ina worit 
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home, 6 IniitifoaiiiBDt in t (wtreti, 7 To 
witnen an execatioo. 8 Confinement in a 
town or diiirict and 9 Peipetiial exile or 
baniihinem(Codyj(o^()ui/BofiviaM>, I84S). 
On the occadon of pteaenting the penal code 
to the North Peruvian stale, the Marshall 
Santa Crux conunenied; “The Penal Code 
ptesenu to you a logical and well classified 
nomenclature of crimes and penalties; a 
summary of the most accredited laws with 
which since the lennisiance of enlightenment 
in Europe, the Philosophical Legislaton have 
tried to purify this most important pan of 
social institutions. Humanity shuddered to 
see the refinement of affi^ve and ciuel 
meuures; the iniquitous inequality of 
punishment; the painful and uielesi baibaric 
system of prevention which dishonoured the 
criminal legislation of our forefathers. You 
will be emancipated from this barbaric yoice. 
The laws...will protect your security against 
the attacks of violence and passion... they will 
not intimidate but the wicked; they will not 
squander the blood of men in the expiation 
if their crimes, which satisfaction does not 
Jemand such sacririce...they offer secure 
uarantees to the citizen, against perversion 
if the course of justice, malice and the 
ubitroriness of public ofTiciois. They save 
Jie life of men, and but in a small number 
if cases they do not shut for them the doors 
if society, to which they con go back to after 
uving satisfied it" [Santa Cruz Shuhkrafft 
1976-92:72). See also the article "Codes”, 
'ee quotation in the first paragraph of the 
"onclusions. 

The Napoleonic Code, for instance, penalised 
ihe convicted in slave prisons, with the loss 
if property and the prohibition to appear in 
rourt as plaintiff and defendant (Article 16). 
'hackle penalties carried the prohibition 
-ohold public office and the patrimonial 
nterdiction. They could not be expert wit- 
tesses. etc (Article 17 in; I Pacheco, 1848/ 
1870:365 and 370, respectively). The Spanish 
ilUide of 1848, on its part, contemplated hfe 
disqualification for the convicted to the 
leiullies of pillory, and imprisonment and 
ife banishment, civil degradation, civil 
nterdiction and absolute life disqualification 
'or the penalties of life sentence (Articles 51 
ind 52 in: ibid: 362 and 363). Penalties next 
n severity received a combination of 
nterdiction and disqualification, adjusting 
them to time. 

fhe application of infamy was restricted in 
be Spanish code of 1822. esiablishining 
dditional punishment to the two most severe 
lenalties, death for treason and perpetual 
abourfperialised previously with civil death), 
which could also be judged expressly (sec 
irticle 30 of the Spanish code in: J Pacheco, 

1848/1870:304). In the French code of 1832. 
in the contrary, the situation was mote 
imbiguous since it was said that the penalties 
or defamation were banishment and civil 
legradation (Aiticles 7 and 8 tccasted in 
832, in; ibid:303-04), the test of the nuior 
letMlties were referred to ax afflictive ^ 
landerous (In: ibid). In later codes, such at 
he Napoleoaic and the Sponith of 1848. even 
hough infuny was atilt closely ai i o ci ated 
vith the crime, it wax cleariy specified thiu 
hero was no riefainatory peiidty (Article 23 
if 1848 and first aiticle of the Napoleonic 


Code, which staled that there was no 
defamatory penalty whatsoever and that 
“infamy resulting from a defamatory crime 
because of its nature and its gravity, rloet not 
extend beyond the person of the culprit" 
io'.ibid). 

25 Article 699; “All crimes included in this 
chapter (theft) cany infamy with them". In: 
Codtgo Penal Boliviano, 1831. 

26 In this conititutloii, the condilion of property 
and of being subject to another person as 
dependent disappeared, even if the coodition 
of reading and writing as well as of being 
registered in the civic registry remained. 

27 “...generally, men ofgood reputation, against 
whom prison is decreed will be placed in 
separated quarters from criminalt, caring only 
for their sidety” (Article 822, Codigo de 
Pnicederes Santa Cruz, 1852). PurthemMirc. 
honour associated and intrinsic to certain 
occupations and “states" such as priesthood, 
established that nopriest, deacon or subdeacon 
could be condemned to the nuqor physical 
peiultiex such as 14 years labour or public 
work, replacing these penalties with prison 
or exile (Article 68, Codigo Feruif ftolivumo, 
1831). 

28 Bail for defendants in cases in which the 
crime did not merit any physical peiudty, 
were not necessary for those of “notorious 
honesty and known property”, subject, 
therefore, to the simple "juratory cautioa” 
(Articles 841, 843 and 844, Codigo de 
Procedtres Santa Crux, 1852). 

29 Article 96 and Article 101, Codigo Militar, 
1843. 

30 Article 119, Codigo Militar. 1843. 

31 Punishment for a first offence consisted of 
15 days aitesi, for the secoixi offence, two 
months and during the first eight days “one 
hour of campaign stocks in front of hit body"; 
and for the third offence, three months in 
prison (Article 228 of the Codigo Militar. 
1843). For corporals and sergeants, even 
though the arrest for a first offence was the 
same, for a second offence they were removed 
of their jobs (Article 230). In the case of 
officers and chiefs, for the first offence they 
passed to a fortress or to another icgioa with 
one-fourth of their pay. and were removed 
from their jobs for three months; on a second 
offence they were discharged ignofflinkmsly 
from the service (Article 231, Codigo Militar, 
1843). 

32 Physical punishment was applied preferably 
to crimes agaiiui persons, such as homicide 
and theft, whi le non-physical punishment was 
applied for crimes against society, such as 
ihm referred to the resprmsibility of public 
servants and family affoirt. This implies that 
the latter, except in the case of senous offence, 
did not in geneni suffer physical punishment, 
such as detention, but only the noti-physical 
such as the loss of their employrocm and 
"honouii”. For example. Article 407 slated 
that, with regard to those who were involved 
in prevancation. they would “lose their 
employment, salaries and homMiis. and could 
not ol^n public employmeiit whatsoever" 
(AtticieAOJ, Codigo Penal Bohviana, 1831). 

33 Infainy stems from the Latin negative in and 
ftumt. at in reputation, related to the Gtedt 
pheme from the root word Mn srhich means 
'to talk' IGrand Dirtiannaire Vnivenel du 
XlXeme tiecle, 1873). In the lows of AHonso 


The Wise, fame was defined aa “Ihe good 
stale of man”, that is, he who “lived decemfy 
occonfing to the low and good caatonts" 
(Septiroa Partida, Tit, VL Ley 1:461. In: Lai 
Siete Partidoi de/ Key D Atfaruo el Nano. 
Aprox 1250, 1851). Infamy waa applied 
automatically to ptocmen, moumebonks, 
nsuren. aduhereaaes; or waa obtaiaed by low 
due to sentence for treason, falsehood, 
odnllety, theft, robbery widi fmad. brfiiery 
and injaiiet (Septima Partida, Tit VL Leyes 
I to V;468-73 in: Las Siete Partidasdel Key 
D Alfomo el Nano. Aprox 1250, 1851). 
//ombre bifianewas sppbed in the 19dioeinaiy 
to: “men bated bManse of their publie 
behaviour, but thtt act to as a lesah trf their 
self-interested desire; regardfess of the hatm 
done to others, and agaiosi ndet of mandiiy 
and justice, asestabliahed by society, bfanous 
means without repotatioo. and reputalioo is 
only applied to thoae who aa concedy adlb 
fellow men and dvilite them. To do the 
opposite then it to be infamoat” (Primer 
Diccionario Etimologico de la Lengua 
Espanata by Roque Bweia, T IIL 188). 

34 It should be r emem be r ed that the prsudlirs 
of labour and exile were accompetued before 
with infamy (See Footnote 24). 

35 Article 73, Codigo Penal BoUviano, 1831. 
Regarding civil death, a Spanish jnrut 
commetited at the end of the 1ceniary that 
it was a penalty in which “all the legal 
consequence of natural death were imposed 
to a living man... he is no hutgee a ton. he 
is no longera father, he is no longerahatbaML 
he can no longer acquBC property... He lives, 
if that can be called living: but he lives outside 
not only of society, but of humiii naate. 
Everything, obsola^ycvcrythirg iatfaeoeder 
of rights has ended for him” (Pacheco. 1848/ 
1870 343). 

36 iriheycomffliiiedievenloffenoes,ttieycoald 
be taken to a concctional bouse basn ox 
months to two years (Article 519, Codigo 
Penal Boliviano, 1831). 

37 Articles 516. 521 and 525. Codigo Pemd 
Boliviana. 183], In the oppooilB caoe, the 
maximum time was one year, provided Aai 
the woman’s cowplaim turned out to be trim 
(Article 526. Codign Penal Bolmamo. 1831). 

38 Article 629. Codigo Penal BoMano, 1831. 

39 Theairestwas ftomtixatondisiDnwyeiri 
(Article 575, Codigo Penal Boliviano, 1831). 
The authority of the father fxtrndad to due 
brothers and parents in law. tinoe latMr 
penalties than usual weee romrmplaied for 
murder, although greater to tese applied to 
the husband (Article 576, Codigo Penal 
Boliviano, 1831). Anodwr law icfcnud tote 
death caused by poreass and gntoporcam 
when they exeemkdthcaaaelvesia dm “right 
to reprehend their children and 
grandchilihetL..". Hus case was am ai deted 
as “involuwtaty humic idt connnHtedbecinif 
of levity" and ex t en dad atso to te motieis' 
authoriiy legmliag “teir setvsMt. dia r i p i ft 
or odier petsont in their chaige" (Article 581, 
Codigo PenalBtdi v iano IBM). “Involani t ty 
homicide", then, hherated thoK gathy ftuaa 
the death penatlyM uniagdaU'd for that which 
was denominated as "iaieaded tawden, te 
penalty attributed being In fea tMgfi: totuii 
of from three months to two yntss and two 
years of exile" (Article 583, Cndiga Hml 
Boliviano. 1831). 
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40 TbeaMhacity of (he frilierwai extended ibo 
over the broifaen end peniitt in law. lince 
kaaer penaltiei than unal woe imposed for 
murder, although greater to those i^ied to 
Che husband (Article 376, Codigo Penal 
MolMaio, 1831). 

41 “...the parents and dtiect ascendants... will 
not be msponsibk in these cases, except when 
exceeding themselves in their faculties would 
iiiiuie one of their childrea or grandchildren 
in the terras expressed in Article 598. If they 
commit this offence, they will suffer arrest 
for from six days to a month” (Article 614, 
Oxiigo Penal Btdiviana 1831). Article 598 
tefen to cases in which another person is 
volanlarily injured or hit, with premeditaiion 
and intent of ill-treatment to cause injury or 
sickness. 

42 “The father can punish his son moderately, 
as the master his slave or servant and the 
master craftsman his disciple” (Seplima 
Pattida, Tit VIIL Uy IX. 497, in; Liu Siete 
Panuba del Key D Alfimso el Nunn, Aprox 
125a 1851). 

43 Article 503, Article 5 of the Codigo Militar 

(1843. Sucre) staled that the armed forces ‘Ss 
esaenbally obedient". Following this spirit, 
it was foiMddea to manifest by "murmuring" 
noiKonfbmiity withsalary. work, food, dress, 
diwi m C nrt etc; insteuti, channels 

sbouldbe followed (Article504). Furthermore, 
everyone of lower rank ‘who spoke ill of his 
superior’ should be ‘punished severely ‘ 
(Article 506), for he could even be “mortifi^ 
in ptopottioo to the irregularity of the case” 
(Article 507, Codigo Militar, 1843, Sucre). 

44 Article 238, Oidigo Militar, 1843. Sucre. 

45 Article 247, Codigo Militar, 1843, Sucre. 

46 Ankle 255, Codigo Militar 1843. Sucre. 

47 Article 249, Codigo Militar, 1843, Sucre, 

48 Article 261, Codigo Militar, 1843. Sucre. 

49 Articles 291 and 283. Codigo MiUlar. 1843. 
Sucre. 

50 The dishonest abuse with deceit of women 
who were not prostitutes implied for the 
ag g re ss or the penalty of three to six years in 
public work plus exile for the same period 
of tune, while for women who were prostitulcs, 
the penalty was reduced to half, from one to 
three years (Article 644, Codigo Penal 
Boliviano. 1831). 

51 Articles 643 and644, Cddigrr Fean/finfivton, 
1831. 

52 Article 687, Codigo Penal Boliviano, 1831. 

53 Ankle 620 stipulated that whoever took by 
force and agrunst the wrisbes of the persons 
to be banned received the pemdly of two to 
four yerus of public work. Article 622 
slipulsiedlhatw^verabutedapeisoo would 
sufler, besides, the penalty for abduction, 
four yeses of puMk worked life exile from 
the 1 ^. That is to say that if we take the 
m aximu m penalty Artkk 620. four years, 
and we add the m axi m um of Ankk 622, we 
have eight years {Codigo Penal Boliviano, 
183Ik Article626: “laall cases related to the 
aforementioned four articles, if the offence 
should be conuniited against a prostitute, 
krtown as such, the pen^ty would be cut in 

hair (hirfeid). 

54 Article 625, Codigo Penal Boliviano, 1831. 

55 ALP CSD 1846 Caja 85, Dossier against 
Mariano Legidsanoo for violem rape of a 
mkor. f 7-8. 

56 Ibid, f 37. 


57 Tomo 3, CUarta Partida, Tit II Ley Vll;24. 
In: Los Siete Partidas del Key D A^Onso el 
Nona, aprox, l25<>-i8SI. 

58 Tomo 3. Cuarta Panida, Tit XV. Ley I; 130. 
In; Lor Siete Partidas del Bey D Afonso el 
Nona, aprox, 1250-1851. 

59 Tomo3,CuartaPanide.TitXV,LeyIII; 132, 
In: Las Siete Partidas del Rey D Afonso el 
Nono, aprox 1250-1851. 

60 According to Artkk 493 of the civil code. 
The food ‘allowance’ varied in accord 
obviously with the means of the parents. In 
1845, the two ilkgitimate children of the 
de ce ased piesbyterJose Maria Ybarburu were 
assigned400pesos annually from his property, 
that is to say, less than one peso a day for 
both. We are therefore before a cose of a rather 
poor presbyter since it is stated that he did 
not have but adebt to collect in a “mountain". 
ALP CSD 1845 C 82. Dossier followed on 
the behalf of D Ysabel Quisberto rgarding 
the riliation of her sons, the minors Rafael 
and FloretKio, f I2-I2v and 17. 

61 “Toro‘sLawN" 11 inbook I0oftbeIMn>uuiui 
Recopilacinn] defined the natural son as the 
son bom outside marriage of parents who 
could many without dispensation at the time 
ofconception or birth, it being necessary that 
the father ackttowledge him or that he has hod 
in bis house the woman who bote him" (ALP 
CSD X 1850 Blue covered dossier. Dona 
Ignacia Medina with D Jacinta Medina.... 
f24v). 

62 ALP CSD 1849 C. 101 E, 2, f 104-05v. 

63 ALP P E. 18.50, The Indian Quispehuona 
complains about abuses. 

64 The word ‘mestizo' was used in the Spain of 
the I6<h century for those Christians who 
collaborated with the moors, known also as 
Mozaiabs. At that time, this meant a breakage 
of the bonds offiddily and the loss of religious 
identity (Bemond and Cmzinski 1992:22]. 
Already in America, and in the 17th centuiy, 
Solorzono defuied the ‘mestizos' as “those 
who are bom in the Indies of Spanish fathers 
arul Indian women". And the fact that the 
masculine gender was always given for the 
Spaniards and the feminine gender for the 
"Indian" women, from our perspective 
implies a form of accusation of the women 
whose maximum exponent in the Latin 
American imagination is without any doubt 
la Malinche. This is a profoundly 
patriarchal vision since if the women were 
made responsible for the procreation of 
mestizos it is because the men could deny 
their paternity. 

To the contemptuous content related to its use 
in Spain, was added in America the content 
of iUegitiniacy of many mestizos os a result 
of the unions outside of religious marriage 
■ndfor unions between Spaniards and Indians, 
to that it was scornful to be eftssifled as a 
mestizo. 

65 The parochial records of the 19th century as 
well as the urban census ofthe end of the 19Ui 
centuiy and the beginnin| of the 20th show 
a tripaitile clastincaiion of the population - 
while, imhan and mesnzo - conceptualised 
neverthefeM as “races", wlikh denotes the 
tendency to naturalise the social 
dUfereniialiows. The new teim ofthe repubik 
is Ihu term “while", which leplacM the 
category of Spanisb American or erkdfo used 
even In 1830. 


66 Two chomiclen front the colonial pc 
both mestizo, Cktcilaso and Oua m a n 
de Ayala, associate chalti and chala not 
with blacks but with the result of their mix 
and with the animal world. From dila t 
Latin saying; cholibiris nuncan bonum 
bonum nancaa perfectum, perqae chttL 
e semper, semper cholibiris ("the cb( 
never good, and if be is good, he is ■ 
perfect because the cholo it always thechc 
there was but one step [Barisgan 199 

67 One ofthe importantstiidies about the Ay 
Indian migration is the book Ckugiyawt 
vara aymara de La Paz. Its autbois, Al 
al, upon approaching their identity, spi 
that they do not include in their interv 
a question about their self-attributed ide 
because the answer would have been a 
siknee followed by the word “mestizc 
term which would indicate a Tiction of et 
change that would rather express a stni 
between “a recognition of origin ant 
aspiration of ascent'', that is to say a “do 
Ktoily". This means that in ttiras of soci 
“racial bardens”, the Ayroonircsidcnts pre 
lobe one thingbut inreolity they do somel 

'else (Albo et al 1981:10. 12]. In the s 
by Damen (1994), on the other hand. i 
ore various current testimonials of peopi 
rural and indigenous origin who also idei 
themselves as mestizo. We discuss this i 
in a non-published study (1996). 
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~ (1996a); 'Espanoka patricios y eapani 
eutopeoe: conlUctoe inin-eliiese ideniidt 
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en la ciwiad de La Paz ea viapeiaa de la 
tnde|ieiideiieU I770-lt09’, Walker Ckailef 
(Comp), CMre la rtiorica y la Imsurgtiicla: 
las Idtai y los mnvimienlot siiclales *a ha 
Andes, Si|lo, XVni, Centro Baitoloiiie de lai 
Caaai, Pent. 

- (1996b): ‘Los mnliiplet rotbot y diapetaa por 

el ler tneitlzo’. Manmcriio inedlto. 
Bemaiid, Carmen y and Seife GniziniU (1993): 
'LaRedecouveite de r Amerique’, L’A/ommr, 
Not 122-134, Pwis. 

Boordieti, Piene (1982); Cr gne parlerveM dire, 
Parif. 

- (1993): Le sens de la DistinctUm, Parif. 
Bullion et at (1984); PnibUmasele lafarmac-itm 

delEsladoydelaSaciimenHispanoamerica, 
CIP, C^olonia. 

Cbatleijje, Paitha (1993); The Nation and its 
Fragments: Colonial and Postcolonial 
Histories, Princeton Univeraity Preu, New 
Jeney. 

Codigo de Procederes (1832); Codigo de 
Procederes Santa Cruz, Nueva edichm con 
notas que indican las disposiciones legates 
que han derogado o alterado atgunos de sus 
articulos, y con an suplemento que contiene 
las teyes, decretos. ordenes y resolucitmes 
referentes a los Codigos de la RepubUca, 
Imprcntt Paccna, La Ite. 

- (1862); Codigo de Procederes Santa Cruz, 

Edicion con notas I, Suplemento, Tipografia 
de Gutierrez. Cochabamba. 

Codigo Militar (1843); Codigo kHiitar para el 
rejimen. discipHna, subordinociottysetvirias 


de lot ^ercitot de la Repub Uca BoMana 
de orden de S E et PresUante, Inpnnla de 
B ffff h t y Sum. 

Codigo Penal BoUvIaao (1831): Codigo Penal 
Boliviano, Imptcnta del Colegio de 
Edacandaa, Paz de Ayacacbo. 

- (1843); Codigo Penal BaUvituto Inpmia de 
Beecbe y Cia. Saoc. 

Compilacion(l>90): Conyrilarion delasLeyes 
del ProcmUmiento CMl Boliviano, Edirion 
patticuUr. Imptaala BoHvar. Sacre. 

Datnen. Pram (1994);‘La fiesta de la Exhaltacioii 
enObrya'.Conferencia Episcopal de Bolivia. 
D epanmen to de Dialogo y Cidtim La Paz. 
In^to. 

Detnelas, Marie Danielle (1992); L'lovention 
politique: Bolivie. Equateur, Perou au XlXe 
siecle, (ed) Re c herc he far lea Civiliaations. 
Paris. 

Dictionnaire (1873); Grand Dictionnaire 
Universe! du XlXeme, siecle, par Pierre 
Utrousu, Tome Neuvieme, Paris. 

PDUcauk,Micbel(l97S-l993); VigilaryCasdgar: 
Nacimiento de la prisUm, Siglo Veintinoo 
Editorea. Mexico. 

Gellner, Emest( 1988); NacianesyNacianalismo 
(ed), Alianza Univetaidad, Madrid. 

Guerra, Francois-Xavier (1992); Modemidad 
e Independencias, Editorial Mapfre, 
Espana. 

HobsiMwin. Eric (1983): ‘lotroducdoo: Inventing 
Tradihons' in Hobsbawm y Terence Ranger. 
The Invention of Tradition, Cambridge 
University Press. 


LaaSieiBPanidM(1798-l89l):£na«aar/Wiirfar 
delSdbioBeyDAI/outaelNamo, ryledar 
detaeScionde Sniamnnradtitmode 1555, 
CoiciidMCos vwiot ocMioct Mligini pof It 
Real Academia de la ffiasoria y gloandaa por 
d Lioenesado Omgorio Lopez dal Cenarjs 
Real de Intfiaa de S M Paris. 4 Toaaoe. 

Mertz. Elizabcib (1994): Legal Latyn^: 
Pragmatical, Poetics aad Social Poawr’, 
Annual Review of Anthropology, 23. 

Mocner, Magnus (1980): Emat^kaeUm de to 
sociedad hlspanaamericana durante la 
Cotonia, Easocolmo. 

Pacheco, Joaquin Prancifco (1848-1870): E! 
CotUga Pawl Ctmcordadoy Cnmemtudn, 4Sa 
edicion, lent edkion cn 1848. 

Platt, Tristan (1991); ‘Libemlisamy B hmeidio*, 
Autodeterminadon. No9, Analiiis hasiosieo- 
politico y social. La Paz. 

Rivera, Silvia (1993): ‘La Raiz: mlnniinilnara y 
colooizados’ in Afto Xavier y Basrioa Rant, 
Cooidiaadoics, VMenciat eucMe n a s en 
Bolivia, CuRurg y Politica, Open A t utri y iti, 
La Paz. 

Salinas Mariaca. Ramon (Comp) (I9B9); Las 
Constitudones de Bolivia, BapecaafaMaae 
compiladas por et Dr Ramon SaKnas. 

Sana Cnz Schahkiain. Andies de (1976-1992): 
'Nolas y a p— es para la htaSDsio de Don 
Andres Saass Graz, Ocigiit de la pdnnm 
codifica ci o n lepoMicana’ in VidayObtadel 
Mariscal Andres de Santa Crm y 
Calaknmana, Edicion de la Honorhble 
Manidpalidad de U Paz. U Paz. 


CWOS invites application for Faculty Positions at the ievel of Senior/Junior Fellows in the scales 
equivalent to Professor/Reader/Lecturer 


(I) SENIOR FELLOWS 

Essential Qualification: First or High Second Class Master’s Degree in Social Sciences, 
preferably in Economics, or History with Doctoral Degree or Equivalent published 
work/evidence of proven Research capability. 

Desirable: A minimum of 5 years Research experience on issues relating to Women and 
Development, Publications in reputed Journals and evidence of published work k) the area 
of Women's Studies. 

(ii) JUNIOR FELLOWS 

Essential Qualification: First or High Second Class Master's Degree in Social Sdencee 
preferably in Economics, Anthropology, History with minimum of 3 years research experience 
on issues relating to Women. 

Desirable: A Doctoral degree or equivalent published work of proven research capabttty. 

Last Data of Receipt of Applications: One month from the date of Advertisement. 

Apply with full details to the Director, Centre for Women’s Develepment Studlse, 

25 Bhai VIr Singh Marg, New Delhi • 110 001. 
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BANK OF CEYLON 

CHENNAI BRANCH 


BALANCE SHEET AS ON 31st MARCH 1997 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 3 ’st MARCH 1997 




Axon 

As OH 



31-<»-9d 

31-83-97 

Schadok 

Rs. 

Rs. 

CAFTTAL AND 
LUBfLrriES 




Capital 

1 

138.960.000 

246,450,000 

Reicrvei and niiplu* 

2 

3.359.527 

20,429378 

Depoita 

3 

27.880.792 

184394,305 

Botrowinp 

Other liabilities and 

4 

14.194,091 

5.430,143 

provisions 

5 

13.485.358 

80,031,736 

Total 


197.»79,768 

S36.93S.762 

ASSETS 


j 

1 


Cash |uid balances with 
Reserve Bank of India 
Balances with banks and 

6 

20.107,890 

51,155,654 

money at call and 
short notice 

7 

1.990.281 

46,192,026 

lavestments 

8 

6340,300 

42,167,650 

Advances 

9 

155,474.933 

360,246,040 

Fixed Atseu 

10 

7,031,198 

6,347,833 

Other Asseu 

11 

6,735,166 

30,826,559 

Total 


197.879,768 

S36,93S,762 

Contingent liabilities 

12 

88,990,054 

285,873,764 

Bill for collection 


8,086,749 

12,330,939 


Sebednie 

Period Ended 
31-03-96 
Rs. 

Year Ended 
31-83-97 
Rs. 

INCOME 

Interest earned 13 

9,136,629 

41.054,887 

Other Income 14 

6,471,086 

30,589,621 

Total 

1SA07,715 

71A44388 

EXPENDITURES 

Interest expended 15 

1.484.936 

9.798,530 

Operating expenses 16 

6,753,012 


Provisioas arid 
Contingenciet 

4.010,240 

28.955.245 

Total 

12348,188 

S4374A57 

PROFIT 



Net profit for the year 

3.359327 

17,070,051 

Profit brought forward 

NIL 

2.351327 


33S9327 

19A21378 

APPROPRUTTONS 

Transfer to statutory 
reserves 

1,008,000 

5.121.015 

Transfer to other reserves 

NIL 

NIL 

Transfer to Government/ 
Proposed dividend 

NIL 

NIL 

Balance of profit carried 
over to Balance Sheet 

2.351,527 

14,300363 

Totel 

33S9327 

19A21378 


A* per our tepott of evea dale 

For BANK OP CEYLON 
StV- 

N. V. MOORTHY 
COUNTRY MANAGER 


Place; Oiwaai 
Date: 24ih June 1997 


for PRICE PATT A 00. 
Chartered Accoununu 
Sd/- 

M. NAOANATHAN 
PARTNER 
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BANK OF CEYLON 


CHBNNAI BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 


*Brtiadan 

At oti 
31-63^ 
Rs. 

As oa 

31-03-97 

Rs. 

Partictslant 

As on 
31-B3-96 

Rs. 

m 

SCHEDULE 1 - ASSIGNED 

::apital 

The ainount brought in by 
bank by way of ttart-up 
capital 

including the amount of 


246,450,000 

SCHEDULE 4 - BORROWINGS 

I BORROWINGS IN INNA 

1) Reserve Bank of India 

2) Other Banks 

3) Other institutions and 
agencies 

II BORKOWINGS OUTSIDE INDIA 

NIL 

NIL 

9452474 

4.641,6)7 

NIL 

NIL 

2.439,840 

2.990403 

deposit kept with the 

RBI under Section 11(2) 
of the Banking Regulation 
Act, 1949. 



Total a ft H) 

Secured borrowings 
included in 1 ft Tl above 

SCHEDULE 5 - OTHER 
UABIUTIES AND 

PROVISIONS 

I Bills Payable 

II Inter-offKe adjustmems (Net) 

III Interest accru^ 

IV Others (including provisioat) 

14,194491 

5438.143 

■ 


NIL 

NIL 

Total 

ana 

246450,000 



iCHEDULE 2 - RESERVES 
tND SURPLUS 

Statutory Reserves in terms 



1.296,112 

3,926410 

669,131 

7493.605 

1.137.746 

31M1.939 

4.067434 

37458417 

of Section 17 of the Banking 
Regulation Act, 1949 

)pening Bal 1,008,000 

kdd TFRD during year 5,121,015 
otel 6,129,015 

! Capital Reserves 

11 Shm Premium 
/ Revenue and other Reserves 
/ Balance in Profit and 

Loss Account 



Total 

13485458 

•8431,736 

1,008,000 

NIL 

NIL 

NIL 

2,351,527 

6.129,015 

NIL 

NIL 

NIL 

14.300.563 

SCHEDULE 6 - CASH AND 
BALANCES WITH 

RESERVE BANK OF INDU 

I Cash in hand 

(including foreign currenciet) 

II BALANCE WITH RESERVE 
BANK OF INDIA: 

a) la Current Account 

b) In Other Accounts 

3.121475 

16.986415 

NIL 

2.607.787 

48447467 

NIL 

Total (I ft U) 

38,1B7498 

5145S4S4 

Total (1. IL in. IV * V) 



3359427 

20429478 

SCHEDULE 7 - BALANCES 
WnH BANKS AND MONEY AT 
CALL AND SHORT NOTICE 

I IN INDIA 

(i) Balance with Banks; 

(a) In Current Accounu 

(b) In other Deposit 
Accounts 

(ii) Money at call and abort 
notice: 

(a) With Banks 

(b) With other inatitutioaa 



ICHEDULE 3 - DEPOSITS 

M DEMAND DEPOSITS 

1) From Banks 

2) From others 

i SAVINGS BANK DEPOSITS 
11 TERM DEPOSITS 

1) From Banks 

2) From others 

1.701417 

7,948,806 

4.418.329 

NIL 

13.811,840 

10.364.715 

53425.479 

8,087.241 

NIL 

112.716.870 

479,857 

NO. 

NIL 

NIL 





Total (L n ft III) 

27JS8.792 

184494405 

Total (1 ft N) 

479457 

1 5486425 1 

(i) Deposits of branches 
in India 

(ii) Deposits of branches 

27,880,792 

NIL 

184494,305 

NIL 

11 OUTSIDE INDIA 

(i) In Cuncm Accounts 

(ii) In other Deposit Accounta 

(iii) Hooey at cdl and tbott 
notice 



outside India 

TMal (1, ■ ft tt) 

141MM 

48488481 1 

Total 

1 

1 

184494405 

Gtaad Total (1 ft D) 

1498481 
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BANK OF CEYLON 


CHENNAI BRANCH 


SCHEDULES FORMING PART OF BALANCE SHEET 



As on 

As on 


As on 

As ou 


31-03-99 

31-03-97 


31-03-96 

31-03-97 

nmoMn 

Ks. 

Rs. 

PaiUcnlars 

Ra. 

Ra. 

SCBnWU S - INVESriMENTS 



SCHEDULE 10 - FIXED 



1 INVESTMENTS IN INDIA 



ASSETS 



(i) Govctameat Securitie* 

6,340,300 

42303,130 

I Premiies 

NIL 

NIL 

Leu: Provicioa for 



11 Other fixed assets 



depreciation 

NIL 

37300 

(including furniture ind 
fixtures) 

At cost ss oo 31st Match 




di40.M() 

■2r,T<5T.650 



(ii) Other approved lecuriliet 

NIL 




(iii)SliaKt 

NIL 

NIL 

of the preceding year 

NIL 

7,442,223 

(iv) Debeotiuei and Bonds 

NIL 

NIL 

Additions during the 


(v) aSuhtidiarie* and/or joint 

NIL 

NIL 


year 

7,442.222 

1.075,974 

ventures abroad 
(vi) Others 

NIL 

NIL 

Leas; Depreciation to date 

591.824 

2,170,364 

Total 


43.167,650 


6330398 

6347333 

n INVESTMENTS OUTSIDE 






INDIA IN 

(0 Covenment securitioa 
(iadudiaf local audwriiiet) 



111 Capital Work-in-Progress 

180,800 

NIL 

NIL 

NIL 

Total (I 11 4 Ul) 

7.031,198 

4,347333 

SCHEDULE 11 - OTHER 



(ii) SidMidies and/or joint 



ventures abroad 

NIL 

NIL 



(hi) Other mvettmenis 



/kSSETS 

NIL 

43,000 

(to be specified) 

NIL 

NIL 

I Interest free suff advance 

Total 

NIL 

NIL 

II Inter-office adjustment (net) 

III interest accrued 

NIL 

NIL 

354,000 

GIUND TOTAL (1 A II) 

“5W3SI 

42.167350 

345,240 




IV Income-tax 

2.530,000 

24,272.736 

SCHBODUE 9 - ADVANCES 



V Interest Tax 

163.000 

1311,152 

A (i) Bills purchased and 



VI TDS on Govt Securities 

NIL 

1,050,501 


37,495,873 

67,407349 

VII Sutkmety and tumps 

136.138 

166,004 

(h) Cash credits, overdrafts 



Vlll Non-banking assets acquired 


and loans itpayable on 
denand 

115,347,392 

274,335.810 

in satisfaction of claims 

IX Others 

NIL 

3358.788 

NIL 

3,629,166 

(iii)Terai loans 

2,631,468 

18302,981 

Total 

mimim 


Total 

6,735,166 

30326359 

B (i) Secured by tangiNe assets 

72,984373 

256,445395 




(ii) Covered by Bank/ 



SCHEDULE 12-CONTINGENT 



Govemmeat Guarantees 

NIL 

NIL 

LUBIUTIES 



(iii) Unsecured 

82,490360 

103,800,645 

I Claims against the bank not 



Total 


346!i46!640 

acknowledged debts 

II Liability for partly 

NIL 

NIL 

C 1 Advances in India 



(i) Mority Sectors 

NIL 

137.733,276 

paid inveatmenu 

NH. 

NIL 

(ii) Milic Sectors 

NIL 


III Liability on account of 



(iii) Banks 

NIL 


outstanding forward 



(iv) Others 

I55A7A933 

222312,764 

exchkngc coniracu 

IV Guaranteea given on 
behalf of constituems 

76.460,024 

152,270.820 

Total 



11 Advances Outside India 





(i) Due from banks 

NIL 

NIL 

(a) In India 

12330330 

57,969,042 

(ii) Due from others 



(b) Ouuide India 

NIL 

NIL 

(a) Billt purchased 

NIL 

NIL 

NIL 

NIL 

V Acccptancea, endortemenu 



and discounted 
(b) Syndicate loans 

and other obUgatioot 

VI Other ileiiii for which the 

NIL 

75,633,902 

(c) Chbers 

NIL 

NIL 

bank la cootlngeaily UaUe 

NIL 

NIL 

Total 

RE 

hE 

GRAM) TOTAL.(a * Cn) 

WLfPsa 


Total 

SM90IB54 

305373.764 
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BANK OF CEYLON 

CHENNAI BRANCH 


SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 



SCHEDULE 13 - INTEREST 
EARNED 

I Intereu/discount on 
advances/bills 

II Interest on investments 

III Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

IV Others 


SCHEDULE 14 - OTHER 
INCOME 

I Commission, exchange and 
brokerage 

II Profit on sale of 
investments 

Less: Loss on sale of 
investments 

III Profit on levaluaiion of 
investments 

Less: Loss on revaluation 
of investments 

IV Profit on sale of land, 
buildings and other assets 
Less: Loss on sale of land. 

buildings and other 
assets 

V Profit on exchange 
transactions 

Lest: Loss on exchange 
transactions 

VI Income earned by way of 
dividends etc. from 
tubiidiaries/companies and/or 
joint ventures abroad/in India 

VII Miscellaneous income 


Period Ended 
OB 31-03-96 
Rt. 

Year Ended 
on 31-03-97 
Rs. 

6,952.250 

579.249 

35,853,856 

1.540,221 

1.605,130 

NIL 

3.660.810 

NIL 

9,136,629 

41,034487 

1.263.066 

9.154.158 

NIL 

NIL 

NIL 

NIL 

NIL 

NIL 

4,766.141 

15.438.354 

NIL 

441,879 

NIL 

5,997,109 

6^471,066 

30389421 



SCHEDULE IS - INTEREST 
EXPENWD 

I Interest on deposits 

II Interest on Reserve Bank 
of India/inter-bink 

III Others 


sen 


EXPENSES 

1 

Payments to and provisions 
for employees 

II 

Rent, taxes and lighting 

III 

Printing and stationery 

IV 

Advertisement and 
publicity 

V 

Depreciation on Bank's 
property 

VI 

Director's fees, allowances 
and expenses 

VII 

Auditors fees 

VIII 

Law charges 

IX 

Postages, lelegrams. 
telephones, etc. 

X 

Repairs and maimenance 

XI 

Insurance 

XII 

Other expenditures 


Total 


Ymt EaM 
OB 31-«3^ 
Rs. 


1.4$ 1.716 9,438.638 

33.220 339,892 

NIL NIL 


1^,936 


1.413.704 3,483,462 

1.220.226 2.049,509 

135,243 154.451 

294.459 326J66 

591,824 1,378,539 

am 


91300 
NIL 2,750 

1.213.461 4,394.623 

92.101 227359 

28.010 34.996 

1.723.984 3,476,423 


6,733,912 
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BANK OF CEYLON 


CHENNAI BRANCH 


SCHEDULE 17 - NOTES FORMING PART OF BALANCE SHEET AND PROFIT AND LOSS ACCOUNT 

L SIGNIFICANT ACCOUNTING POLICIES 

1. GENERAL 

Tfae accompuying financial statements have been prepared on historical cost basis except as otherwise stated. 

L TRANSACTIONS INVOLVING FOREIGN EXCHANGE 

Monetary assets and liabilities including outstanding Forward Exchange Contracts, are converted into Indian Currency i 
the year end rates as advised by FEDAI and the resultant profit or loss is also accounted for as per FEDAl Guideline 
Income and Expenditure items have been translated at the exchange rates prevailing on the date of transactions. 

3. INVESTMENTS 

The Investments have been bifurcated into Permanent and Current categories as per Reserve Bank of India guideline 
Permanent Investments have been carried at cost and wherever cost exceeds redemption value, the premium is amortize 
over the period of maturity. 

Investments in current category are carried at cost or market value which is lower and wherever market value is not uvailabi 
guidelines recommended by Reserve Bank of India are followed. 

4. ADVANCES 

All the advances have been classified as per the Asset classification norms prescribed by Reserve Bank of India. 

5. FIXED ASSETS 

All the fixed assets have been accounted for at historical cost as reduced by depreciation written off. 

Depreciation on Fixed Assets have been provided at 20% p.a. on straight line method propurttonately from the date < 
purchase. 

C. REVENUEfEXPENDITURE RECOGNITION 

Interest income on all advances other than non-performing assets is recognized on accrual basis. 

Commission and Exchange are accounted on cash basis and brokerage is accounted on accrual basis. 

Expenditure is generally accounted on accrual basis. 

7. NET PROFIT 

The net profit disclosed in the Profit and Loss Account is after provision for Income Tax and Interest Tax in accordant 
with statutory requirements. 

IL NOTES ON ACCOUNT 

1. The Inter-Office transactions between the Branch and Head Office and other foreign branche.s are netted off and grouped und 
“SCHEDULE S - Other Liabilities and Provisions” 

2. The reconciliation of the Nostro Account of a bank is in progress. Its effect on the financial statements is not expected to I 
significaat or material. 

3. Alt the monetary assets expressed in foreign currencies including Forward exchange contracts have been converted as per FED> 
guidelines in preference to Accounting Standard 11 issued by the Institute of Chartered Accountants of India. 

4. Depreciation on all fixed assets has been provided @ 20% per annum under straight line method proportionately from the da 
of purchase. 

5. The amount of Rs. 28,955,245 shown under the head PROVISIONS AND CONTINGENCIES under the head “Expenditur 
of the Profit/Loss Account includes the following 

31.03.97 31.03 96 

provision for Non-performing assets Rs. 2,452,999 NIL 

provision for dqveciation on investtnenis Rs. 37,500 NIL 

provision for Income Tax Rs. 25,389,130 3,784,240 

provision for Interest Tax Rs. ^75,616 226,000 

6. No pension for gratuity is made since none of the employees has conqileted continuous service of five years In India. 

7. Perceouge of Net Non-Perfonning Assets to Net Advances -5.66% 

8. The Capital Adequacy Ratio as on 31st March 1997 is 51.04% 

9. ftevioui period’s figures relate to a period of five months. 


Place: Chennai 600 084 
I Date : 24tb June 1997 


Pdr BANK OF CEYLON 
Sd/- 

N.V. Moorthy 
Country Manager 


For Price Pan ft Co 
Chartered Accountants 
Sd/- 

M. Naganathan 
Partner 







BANK OF CEYLON 


CHENNAI BRANCH 


AUDITOR’S REPORT 

1. We have audited the attached Balance Sheet of Bank of Ceylon, Chennai Branch as at 31st 
March 1997 and the Profit and Loss Account for the year ended on that date, annexed hereto. 

2. The Balance Sheet and the Profit and Loss Account have been drawn up in accordance with 
the Third schedule to the Banking Regulation Act, 1949. 

3. We further report that: 

a) We have obtained all the information and explanation w4iich to the best of our knowledge 
and belief, were necessary for the purpose of our audit and have found them to be satisfactory. 

b) The transactions of the Branch which have come to our notice have been within the powers 
of the Branch. 

c) In our opinion, proper books of accounts as required by law have been kept by the Branch 
so far as it appears from our examination of those books. 

d) The Balance Sheet and Profit and Loss Account of the Branch dealt with by this report, 
arc in agreement with the books of account. 

e) In our opinion and to the best of our information and according to the explanations given 
to us, and as shown by the books of the Branch, subject to; 

a) Note 2 on the pending reconciliation of a Nostro Account. 

b) Note 3 on the deviation from Accounting Standard 11. 

I. The Balance Sheet read with the Notes on accounts is a full and fair Balance Sheet containing 
necessary particulars and is properly drawn up so as to exhibit a true and fair view of the 
affairs of the Branch as at 31st March 1997. 

II. The Profit and Loss Account read with the Notes on Accounts shows a true balance of the 
profit for the year ended on that date. 

For Price Pan A Co 
Chartered Accountanu 
Sd/- 

M. Naganathan 
Partner 
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Wrestling with the Connotation 
of Chinese ‘Minzu’ 


Zhang Haiyang 

The concept of linguistic relativity is helpful in an inquiry into the diverse meanings of nationhood. This article 
traces the concept of ‘zhongua minzit' (Chinese nation) through history. At face value and taken out of the 
international context, minzu conveys the cognitive meaning of ethnic group today, with no connotation of popular 
sovereignty at all. However, it is the time agency and international circumstances of its first usage that determines 
the real connotation of the word. It was first used by the Han Chinese elites in the 1870s. The newly loaned 
minzu internally denoted the Han Chinese as a minzu that aimed to topple the Mancltu regime and establish 
a more capable self-government. Externally it denoted China as a minzu aiming at restoring its respectable position 
in the world if not as the central country. This double connotation has given rise in modern times to a chronic 
endless and hopeless debate over the definition of minzu. The linguistic fact that a word for minzu was absent 
until the turn of the century, and its muddling connotation since then shows that China >voi not and did not conceive 
itself as a nation until it faced the power of western nations. If one of the criteria of a nation is that it recognises 
its equals in the world, China did not reach the perception until the late I9th century. 


THIS paper assumes nationhood to be a 
combination of nation and state. Nation is 
“a community of people composed of one 
or more nationalities (read ‘ethnic groups’) 
and possesung a more or less defined lerritoiy 
and government''. Sute is “a territorial 
division containing a body of people of one 
or more nationalities (ethnic groups) and 
usually characterised by relatively large size 
and independent status" [Webster 
1961:1505]. It is natural to approach 
nationhood with some reference to 
nationalism, which (according to Webster 
again) is "an altitude, feeling, or belief 
characterised by a sense of national 
consciousness, an exaltation of one nation 
above all others, and an emphasis on loyalty 
to and the promotion of the culture and 
interests of one nation as opposed to 
subordinate areas or other nations and super- 
national groups” [ibid]. Definitions do cvol vc 
and change, but the above will serve as 
workable statements of the central 
characteristics of these concepts. 

The world today is marked by clashes of 
nations and ethno-nationalism, as serious as 
what Huntington perceives as The Clashes 
cf Civilisations [Huntington 1993]. While 
both may be crammed into B Anderson's 
imagined communities, nation in the sense 
of nationhood renders more explicit 
(political) effect to its people(s), because its 
"sovereignty is fully, flatly and evenly 
operative over each square centimetre of a 
legally demarcated territory” (Anderson 
1983:26]. 

We know that nation as a concept, 
origiiuamg in the west, is a quite modm 
one. ft did not attain its current cemnotation 
until the late 18th century or later (Anderson 
1983; Hobsbawm 1990; Parker 1993:210]. 
This new concept has restructured the world 
and affected all our lives in powerful ways. 


Consider the following facts; The highest 
identity of today's world, the UN, is a club 
of nations. We are horn equal and free, but 
none of us can go abroad without a passport 
issued by a nation and visaed by another. 
We seem to be nothing and can do nothing 
until we know and are known as citizens of 
one nation or another, There are about 180 
nations in the world. There arc more 
candidates waiting, fighting, or ready to fight 
for their own nationhood. 

The concept of linguistic relativity is 
helpful in this inquiry into the diverse 
meanings of ‘nationhood’. Linguistic 
relativity has two connotations: human 
thought can be manipulated by its use of 
specific language, and a concept in different 
language attains different contents. 

True enough, many people and many 
scholars, under the influence of their daily 
language, have become accustomed to 
conceive nation as a being per se. In recent 
years, some Chinese scholars have zealously 
traced the history ot Han minzu, (the Han 
Chinese as a 'nation') to as far back as 5000 
years ago (Xu Jiexun 1992:1]. In India, a 
two-volume book published in Calcutta 
adopts the title: Indian Origin of Chinese 
Nation - An Unconventional Challenging 
Theory about the Origin of the Chinese 
[Choudhury 1990). The book employs 
'nation' in the following way: “ujc may take 
Egypt and China as the two most ancient 
nations of the world” [ibid; 18] and then 
traces the ‘Hindu ancestry* of Uk Chinese 
nation. Despite the fact that the author here 
is denoting something that occurred mainly 
in the Neolithic age. he takes it for granted 
that China, and Egypt, and India as well, had 
been a ‘nation*. This application of ‘nation*, 
together with Xu’s use of ‘minzu*, to a time 
so far back, sounds astounding to our ears. 
Wesurmise what they mean iseithcra people. 


a state, a country, a culture or a civilisation, 
anything but a nation. However, we know 
such an anachronistic use of ‘nation' is by 
no means unusual [sec Wang Mingfu 1983:2- 
3). As we analyse the varied deployment of 
the term 'nation', it is helpful to elaborate 
the connotations of 'nation' against indi- . 
vidual 'national' cultural and linguistic 
backgrounds. 

CoNcm OF THE ‘Zhongua Minzu* 

All nations do not share equivalent terms 
forthesameconccpts.Crossleyha.sob$eTved , 
that, in contrast to the ethnology of the 
(former) Soviet Union, neither English 
language nor Chinese language scholarship . 
has recourse to a definitive vocabulary 
distinguishing various types of cohesive 
identities from one another. ‘‘Where English 
flounders attempting to distinguish ‘nation- 
state* from ‘nation’, ‘nation’ from ‘people*, 
‘people* from ‘nationality* or ‘ethnic group’, 
Russian offers the compact 'natsiya' (where 
wemight write ‘nation-state’), 'nai^' (where 
we might write ‘people’, 'nation', 
'rtationality'), 'etnos' (where we migh write | 
‘people’, ‘nationality’, ‘subnationality’ I 
‘ethnic group’) and ‘etnicheskaya gruppa’ I 
(where wemight write ‘people’, ‘nationality*, 
‘ethnic group*), among other precisions. In 
nearly all of these instances, Chine.se is 
obliged to nuke do with ‘minzu*, and it is 
not surprising that both Chinese and western i 
academic writing on ethnicity attempts to 
orient itself with frequent allusions to the 
precisions of Russian terminology 
[Crossley 1990:12]. 

To confirm the observation that Chinese 
as a language is especially weak in the 
definition of nationhood, we see even the 
omnipotent ‘minzu* itself is not of Chinese 
origin. Crossley notes that it was loaned 
from the Japanese neologism ‘minzrdcu'. 






inmgly auodated with a populiM, nativist 
iicoiine in euly modem Japan, and iu 
tape inChina has not yet been trac^ eariier 
tan 1895 [ibid: 19-20]. Before Crotsley, 
tree Chinese scholan had traced the earliest 
ppearance of the word in Chinese printing 
> 1883 and 1874 [see Han and U 1985:4]. 
ine of them had asserted it was introduced 
Irectly from English rather than by way of 
ipan [Peng 1985:9]. If this is the case, it 
ills neatly in line with the fact that by 1880, 
^ina had been drawn into the 'family of 
stions' much to her dismay and certainly 
9t without reluctance [Yu 1994:155}. 

The English translation of the Chinese 
dnzu is ‘folk or common people’ for min 
td ‘consanguinity or lineage' for ‘zu*. 
etbally, it means community of folks with 
common origin. Traditionally, the same 
eaning was conveyed in such terms as 'zu', 
o’, ‘zhong’, 'lei', ‘min’,denoting lineage, 
ibe, genre, category and folk respectively, 
the derogatory ‘man’ ‘yi’ ‘rong’, ‘di’, i 
barbarians in the four cardinal directions 
spectively[HanandLi 1985:1-14]. Before 
e coining of min and zu together, these 
rtns were preserved for barbarians who 
ere not civilised enough to be addressed 
‘huaren’ (people of glory, autonym), 
uoren’ (people of the state, autonym) or 
amen’ (people of Han, by ethnic rulers), 
t face value, and taken out of the 
temational context, mtnzu neatly conveys 
ecogniti ve meaning of ethnic group today, 
Ith no connotation of popular sovereignty 
all. 

However, it is not the ‘face value’. but Ibe 
ne, agency andinteroational circumstances 
its loaning, ihat determine.s the real 
innotation of the word. It was borrowed 
' Han Chinese elites. The time was arourtd 
e I870s-1880s, and the circumstance was 
at the Sinocentric Han Chinese were ruled 
' ‘barbarian’ MaiKhu ethnic rulers, who 
turn were being henpecked by western 
reign powers. This brought unbearable 
imiliation to the long-conceived heavenly 
ntral country and its people. Since the 
liping Heavenly Kingdom Revolution 
851-1864), the overwhelming sentiment 
China was that the Manchu. as an 
egitinutle ruler, conspired with foreign 
iwerstounderminecivilised China. Against 
is background, the newly loaned minzu 
imediately attained a double connotation, 
temally, it denoted the Han Chinese 
Kluding all the people except the Manchu 
id its allies) as a minzu that aimed to topple 
e Manchu regime and establish a more 
ipable self-government. Externally, it 
motedChinaasaminzu aimingat restoring 
I respectable position in the world, if not 
the central country ‘all-under-heaven’. 

•i is this double connotation that later 
institutes an academic sorrow in C3iina. It 
the focus of a chronic, periodical, ettdiess 


and htqieiets debate over the definitkm of 
minzu (see ‘minzu yanjiu’ at a journal of 
nationality studies, especially from 1983 to 
1995). Li Yifu delects that die term denotes 
five concepts and prescribes six alternatives 
to modify its use [U 1986:13-17]. But fixing 
them into the Chinese linguistic context, 
none is feasible. So far. as Crotsley observes; 
"Chinese as yet has no technics term for 
ethnos, or for nation, and thus minzu plays 
many contradictory roles in academic a^ 
papular writing, a fact frequently lamented 
by spokesmen in the Geld” (1990:20). 

The linguistic fact that a word for minzu 
was absent until the turn of this century, and 
its muddling connotation since then is eye¬ 
opening. It reveals that China was not and 
did not conceive itself as a nation until it 
faced the power of western nations. In other 
words. China had been something else that 
was forced into the straitjacket of nation by 
circumstantial factors of thelate 19thcentury. 
If one of the criteria of a nation is that it 
recognises its equals in the world, we see 
that China did not reach the perception until 
the late 19th century. Before that, the 
Sinocentric Chinese as a language ‘‘lumped 
together non-Chinese of all sorts as barbarians 
or‘foteigndevils*. Westerners totheChinese 
were ‘big noses’, and Dutchmen, ‘red bearded 
devils” [Taylor 1991:23]. 

Many othv indicators point to the same 
conclusion. 

(1) The different connotations of dynasty 
(‘chao’) and state (‘guo’): In the Sinitic 
ideograph, the shape of state (guo) is a 
territory defended by a weapon and circled 
by a wall. It denotes a feud. In this sense, 
it is relative to its peers. It is not the highest 
sovereignty in the Sinitic world but one of 
the subordinates in the Dynasty ruled by the 
son of heaven. Ancient Chinese classics claim 
that in the time of Xia Dynasty (21 -16 century 
BC), there were 10,000 states. In the Shang 
Dynasty (16-11 century BC), there were 
3.000, while in the Zhou Dynasty (11-8 
century BC), less than 1,000. For this reason, 
the highest sovereignty in ancient China 
always refened to itself as chao rather than 
guo. A chao is different because it is relevant 
only to time [Xu Xinjian 1992:23]. 

(2) The shill from dynastic history to 
national history: Ying-Shih Yuhasobserved 
that “the conception of ‘national history’ in 
its current western usage was wholly 
unfamiliar to Chinese historians before the 
20th century. This was primarily beewse 
there was no notion of ‘nation’ in traditional 
Chinese political pariance" [Yu 1994:154]. 
Even ailw the Treaty of Nanking in 1842, 
many high-ranking Chinese ofTicials at the 
Imperial court still insisted Ihat there could 
be no more than two or three ‘nations’ in 
the western world. In 1872, James Lcggc, 
a great translator of Chinese classics, 
criticised (3iina’s ofTicials and people for 


their failure to realise that CMna is only one 
of many ind^tendeni nations in the world. 
It was not until 1864, when WAP Mailio 
completed his Chinese translation of Henry 
Wheaton's Elements of International Law, 
that the Chinese foreign office (tttmgli 
y amen) formally acknowledged the fact that 
‘nowadays there are many nations outside 
China" (ibid). 

(3) The chronic muddling of foreign aliittfs 
with ethnic affairs in the impoial Chinese 
bureaucratic system; Before the 19th century 
contact with foreign powers, China perceived 
itself as ‘AII-under-Heaven’ (tianxia). 'niis 
is a Sinocentric symbolic universe 
(conceptual world order) that regarded Chiiia 
as the centre of civilisation, surrounded by 
countries and peoples who were not only 
culturally inferior but also activdy sought 
to be ‘transformed’ by Chinese civilisatHm. 
Therefore, (he bureawzaticedifioeof dynastic 
China did not separate foreign affairs from 
ethnic affairs. For thousands of years, dealing 
with peoples from other than China proper 
was considered a part of internal affairs, such 
as those with ‘vassal states’ or countriet 
outside the Sinocentric world order 
(ibid; 156). Therefore, the basic bureaucratic 
framework of six ministries (official, 
household, protocol, defence, punishment 
and industry) since the Quin dynasty (BC 
22 l-BC 20'7) represented no de pa rtme nt of 
foreign affairs. Usually, the ministry of 
protocol that was responsible for ceremony 
and education also hmetioned for receiving 
tributary envoys. The specific department 
dedicai^ to this function was entiihxl guest- 
receiving (‘zhuke si', ‘in Qin’), great 
displaying (‘hongiu si’ from Han to Song: 
BC 206-AD 1279), odminisiration-declariiig 
(‘xuanzheng yuan',in Yuan, 127l-I368)ar 
vassal state administrauon < iifan yuan’ in 
Qing. 1644-1911) [Bai 1989:31-141]. The 
Ming dynasty (1368-1644) in betwe en 
assumed the official system of the Song 
(960-1279). 

The case of the (}ing dynasty leqjuiret 
special elaboration for its substantial 
entanglement with the western powen. 
Briefly, before 1861, ethnic and foreign 
affairs were lumped together and co-. 
administered by the ministry of praloooh 
and the office of vassal stales. ’The division 
of labour was that, with today’s Beijing ns 
the centre, the ministry of protocola was in 
charge of those from the south imI east on 
water, and the office of vassal stales for tboae 
from west and north on land (ibid:l34). 
After 1861, the Qing dynasty rea«[|iisied its 
administrative edifice in aceordsnee with 
the situation (its second failure in tht 
encounter with westtfn powers in ItSB- 
1860). Foreign affaits were conoeamM hi 
a new unit sr.d separated from tba cBaic 
affairs. But titc tillc of the new dep arta w d 
still mirrored the old co nception.- k wm 
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named, in a word for word translation, as 
‘Overall Government of Each Country’s 
Affairs' (‘zongli geguo sbiwu yamen’), 
soundiiig !o Chinese ears quite like today’s 
UN Security Council. It was not until 1901, 
“under the threat and pressure of imperialist 
countries”, that the title of 'Zongli Yamen' 
was changed into ministry of foreign affairs, 
and this was given a mote important status 
than tbeother six ministries [Zhang 1984:7]. 

These cases demonstrate how nation as a 
concept cannot escape linguistic relativity. 
Before the encounter wi ih the western po wen. 
the Chinese lived in a symbolic universe 
reflective of an unusual social reality. “In 
Confucian historiography, a non-Chinese 
dynasty would be regarded as being in 
possession of the Mandate of Heaven if it 
successfully ruled a unified China according 
to the staiKlards of Chinese culture" [Yu 
1994:156]. This notion is also reflected in 
a widely quoted saying by Mencius: “Shun 
(the legendary ancestor of the Xia Dynasty, 
who lived in BC 21(X> or earlier) was an 
eastern barbarian and King Wen (founder of 
the Zhou Dynasty, BC I lO-BC 710) was a 
western barbarian. Yet when they had their 
way in the central kingdoms, their actions 
matched like the two halves of a tally-stick. 
The standards of the two sages, one earlier 
and one later, were identical’’ [Mencius IV 
BI], At that time, the Chinese notion of 
Tiamia was defined in cultural rather than 
in ethnic or national terms [sec Y u ibid], “He 
who (nactices the Chinese way can rule 
eSuna” was the belief popular in that time. 
In the light of this evidence, we can modify 
David E Apter and Tony Saich’s statement 
in their nanation of the revolutionary 
discourse of the Communist Patty of China 
(CPC), and suggest that for the conception 
oftheChinesenaiion, “everything before the 
Opium Wars (1839-1942) is prehistory" 
(Apter and Saich 1994:92-95]. 

CnirasE Nation and Foreign Powers: 

1911-1949 

The separation of foreign affairs from that 
of ethnic affairs by the c-siablishment of 
ministry of foreign affairs in 1901 is an 
indicator that China had finally evolved into 
a nation at the turn of the century. Again, 
this was deeply influenced by immediate 
circumstances, especially the presence of 
foreign powers, including Japan, and their 
expropriationof Chinese territories, including 
Hong KongandTaiwan. It is an ironical fact 
that, with the upsurge of nationalism, the 
Manchu Dynasty could not survive as the 
national government of China. In 1911, it 
was overthrown in the high tide of the 
nationalistic movement. 

The ieadiDg body of the movement. Tong 
Meng Hui (Chinese Revolutionary League), 
the corporate founder of the Republic of 
China in 1912 and predecessor of the 


Nationalist Patty (KMT), was headed by 
Sun Yat-sen, a radical overseas Chinese from 
Guangdong province, which was the site of 
incubation of the Taiping Revolution, of 
which Sun was an ardent worshipper for its 
natioiutlistic sfurit. Tong Meng Hui was 
mainly composed of radical Han Chinese 
nationalists. Its proclaimed programme 
consisted of four cardinal points: “Drive out 
the Manchu barbarians (‘guzhu dalu’), restore 
China (‘huifu zhonhghua'), establish a 
republic (jianli minguo’) and equalise 
lamlownership (’pingjun diquan’)” [see Hu 
1981:127}. 

The double connotation of minzu (for 
nation and for the Han ethnos) is clearly 
reflected in the first three points of the 
programme. (The fourth, the only one 
touching the populace, should be considered 
the goal of a social democratic revolution 
rather than a national one.) The China to be 
restored was^to be that of a (Han) Chinese 
regi me; the Manchu regi me had to be toppled 
(if not driven out). The republic to be 
established was to be a ‘minguo’ (republic 
nation-state). The end of the programme was 
to restore the past glory of China against the 
encroachment of foreign powers. In other 
words, the Manchu had to be driven out (of 
power) not because they were barbarians, 
but because they had lost their mandate, as 
indicated by their failure in warding off the 
foreign powen. ’This programme which led 
to the 1911 Revolution, also laid the keynote 
for the history of the Republic of China in 
the next four decades, except for the 
replacement of ‘dalu’ (barbarians) by 
’liegiang’ (foreignpowers). The whole period 
of Kuomintang (KMT) rule in mainland 
China was burdened w’ith the struggle for 
restoring the ‘national’ pride of the country 
against the foreign powers, especially against 
the aggressive Japane.se. 

As soon as the Manchu regime was 
overthrown, the republic proclaimed itself 
as a multi-national (read ‘multi-ethnic’) one. 
The new discourse is ‘wuzu gonghe’ (the 
common possession of the republic by five 
ethnos,ic,thatof the Han, Manchu, Mongol, 
Muslim Hui and Tibetan). All of the five 
were components of the Chinese Nation 
('zhonghu minzu’). The common adversary 
of the newly formulated nation were the 
foreign powers that were partitioningChina. 
It was against this background that a new 
version of nationalism (that or Chinese 
instead of the Han) evolved. Various 
discounes, ranging from social Darwinism 
to communism were associated with this 
national strengthening. The most 
conspicuous rhetoric was put forward by 
Chiang Kaishek, which emphasised the 
common ancestry of all the Chinese and 
accommodated the minority ethnic groups 
among the sub-lineages of the Han [see 
Huang Gtiatifxue 1993, V 1:273-74]. The 


’racial’ connotations of his diicoune were 
heavy: one scholar describes the period as 
‘race as nation’ (1903:1915), 'racial 
nationalism’, 'race as species' and ‘race as 
seed’ (1915-1949) [Dikotter 1992:97, 123, 
164, etc]. CMhers point out how in the context 
of civil war, economic collapse, and 
piecemeal imperialist exploitation, 
culmi natingintheJapanese effort todominate 
ail of China, “the banner of Chinese 
nationalism" went to the strongest military 
movement [Taylor 1991:44], 

The function of western powers in 
consolidating Chinese nationalism was 
certainly substantial. Between 1903and 1937, 
minzu became the catchword of Chinese 
intellectual discourse as well as political 
parlance. The frequency of minzu in public 
use became so high that Pan Guangdan, a 
renowned sociologist, wrote a number of 
anicles, attacking its abuses anddwellingon 
the need for clarifying ihcdiflcrence between 
ethnos, nation, state, and race, all being 
subsumedintheterm minzu [seePan 1995:1- 
130]. The same effort can be seen in Wu 
Wenzao (Wen Tsao-wu’s) writing in 1926 
as well [Wu 1990; 1-36]. Finally.thcJsqtanesc 
invasion rendered vitality to the political use 
of minzu with the connotation of common 
blood lineage. Therefore, it was the anti- 
Japanese war between 1937-1945 that 
became the most dynamic force for the 
consolidation of the Chinese nation. 

The anti-Japanese war was the first that 
China had ever won completely in its 
resistances to foreign encroachment in over 
100 years since 1840. E Friedman has 
encodedthe following stage as Chinese ‘anti¬ 
imperialist nationalism’ (1994:67-69), but 
the Cold War context of the ’socialist’ bloc 
against the ‘imperialist* was also rather 
important. 

Soviet Theorv and Chinese IbiAmcE: 

1949-1978 

The triumph of CPC and founding of the 
People’s Republic of China (PRC) in 1949 
ushered in a new period in the history of 
Chinese nationalism. In the following years 
of vigorous socialist transformation, “the 
physical liquidation of hundreds of 
thousands, if not over a million landlords, 
and assignment of the remainder to a new, 
inverted, hereditary class order was as 
sweeping in its effect as Qin Shi Huang’s 
elimination of the feudal system in the third 
century BC. The abolition of private 
landownership, which had existed for over 
2,000 years, and the collectivisation of 
agriculture and divisionofharvest and income 
within a village on the basis of hours worked 
were reforms unprecedented in scope and 
nature. The mass purging of intellectuals, 
and the creation ofa whole new value system 
had also not been attempted for over 2,000 
yean" [Taylor 1991:47]. 
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Coniequently, Chini was not only 
tnnsfonn^ into a ‘lodalist' nation, but was 
alio conveited into a prominent member of 
Che communist bloc. This partially obliged 
it to take sides against the US in the Korean 
and Vidnam wars in 1950s and 1960s, in 
addition to providing some other lavish aid 
to anti-imperial movements in the Child world. 
All this was donebecausetheChinese regime, 
tosecureitspositionand to achieve “national 
discipline and commitment", had to 
demonstrate “military strength, national 
dignity, and global influence" [Taylor 
1991:211-12]. What was the impact of these 
drastic social changes <m the hundreds of 
millions of Chinese as individuals and as 
youps? 

Tlw history of the period has generally 
been represented as follows. In the 1950s 
Mao and CPC, “in keeping with Mars, 
believed that ethnic distinctions would 
disappear when class distinctions were 
:liminated Thus nationality characteristics, 
including religion, could tolerated until 
.he true communist stage emerged.” In the, 
1960s and 1970s, the CPC radicals who 
smphasised a class-struggle approach to 
integration of the minorities actively pushed 
ibolition of minority customs and special 
irivileges, attacked the special autonomous 
uea system, and insisted on “immediate 
idoption of the Han Chinese communist 
model of economic and social organisation". 
Since 1978, however, there has been ‘a 
backlash', with some concessions being given 
io the minorities, but also in their exclusion 
from the country's rigorous birth-control 
restrictions ITaylor 1991:197-98]. 

However, the change of power structures 
and the ideational effects behind these 
turnabouts need closer analysis. The fact is 
that in the early 1950s, the CPC not only 
.olerated ethnic diversities but also 
encouraged their demonstration by a series 
:)f major manoeuvres: Sending the 
jovernmental nationality-visiting 

Jelegations (1950-52); carrying out offlcial 
nationality-identification (mainly between 
1950-1953); carrying out General Survey on 
'he Social History of Minority Nationalities 
(1956-1964); script-designing (creating 
ethnic writings) from them (1951-58) and 
founding colleges of nationalities (1950-54) 
[sec Huang Guangxue 1993, V 1:48-123; V 
2:302-08; Jiang Ping 1994:51-52], 

The motivation for these manoeuvres is 
unclear. The predilection of condemning all 
of them as measures of cultural assimilation 
's not convincing. It is a fact that most of 
the measures obviously create and construct 
divergent ethnic identities rather than 
otherwise. Persotuilly, I look at them as the 
result of a combination of conceptual ana¬ 
chronism, communist idealism and traditional 
condescension of the Oiinese rulers. 

By conceptual anachronism, I mean 


Otina'stidireaifiiigofLeiiiiilitrevaluUorauy 
strategy which regarded nadonalitm as a 
positive force for fighting against 
imperialism: this was therefore to be 
encouraged rather than curbed by the 
commum'st patty. Linking this theory with 
the early history of the CPC is telling. 
Founded in Shanghai (1921) with most 
founders coming from central and south 
China, the CPC was not very knowledgeable 
at the start about the multi-ethnic situation 
in China. Until 1931, the CPC Soviet 
Republic in Jiangxi had the following 
stipulation in its Constitution: “Recognise 
that the minority nations (‘Shooshu minzu') 
have the right of self-resolution, recognise 
it to the extent that each of them has the right 
to separate from China and establish its own 
independent nation-state ('guojia')” [see 
Huang 1993, V 1:281. This confidence was 
nm shaken until the 10,000 km Long March 
by the Red Army, together with the 
‘headquarters'of the CPC, between 1934-36. 
However, the route of the Long March itself 
proved to be a good teacher most of it was 
mountainous, and most of it was a 
demarcation line between the core Han area 
and the ethnic areas. Even the CPC may not 
know how much it owes to this ethnic mosaic 
of China, which had effectively fnistrated 
the KMT's endeavour to eliminate the 
communists. In the end. the CPC found its 
destiny in Yanan, a place that was close 
enough for it to sense the Muslim senrimeitt 
and also not far from the Mongols to the 
north, the Tibetans to the south-west and 
compact Muslim communities to the west. 
It IS at Yanan that the CPC achieved its 
identity in its more practical policy toward 
minority ethnic groups, especially the ethnic 
autonomous system, identical with neither 
its former proclamation nor the Soviet 
Republic's. But the culturally foreign Leninist 
strategy and Stalinist conception of minzu 
remained intact, as reflected in the CPC's 
later discourse, although the discrepancy 
between theory and practice has always been 
discernible. 

By communist optimism. I mean the fact 
that i n the 1950s, the whole communist bloc 
was overwhelmed by the confidence that in 
less than 30 years, communism would be 
triumphant in the world and nations would 
be internationalised. Therefore, it seemed 
affordable for them to confirm the existence 
of diverse nationalities, which would 
disappear later anyhow. Mao Zedong’s 
dictum for the General Survey on the Social 
History <4Minority Nationalities (1956-64, 
Zhongguo shaoshu minzu shehui lishi 
diaocha) was “to rescue the backward" 
(giangjiu luohou), meaning to record and 
classify the backward social forms before 
the drastic sodd iransformaiion. for the sake 
of their preservation in the museum or librify 
[see Liu Geping 1994:51], In less Him two 


years, the Oiett Leap Forward followed 
with the slogan of “surpassing the UK and 
catching up with the US” with the speed of 
“a day equals to 20 years”. 

By traditional condescension, I mean it 
had been-routine practice for powerful and 
ambitious rulers in China to lake pride in 
manifesting the cultural diversity of their 
domain. It has been noted that from the Han 
to Che Ming dynasties, the imperial 
department forethnicand foreign afTain was 
called ‘honglu si’ (the department of 
grandiose disfHaying). Needless to say, the 
CPC in the 19S0s was powerful and 
ambitious. Therefore, when the People’s 
Republic of Chiiu (PRC) carried out the 
nationwide ethnic idemification in theeariy 
19S0s, the working criterion in use was 
Stalin’s 'fourcommons' (lerritoiy.language. 
economy and psychological make-up 
demonstrated in culture). This was Stalin's 
definition of a 'nation'. Given the condibon 
of Chinese historical facts and the CPCs 
determination to adopt regioiial autonomy 
rather than minzu republics as a political 
resolution of its minzu question, China was 
obliged to redefine its own minzu. This was 
done in practice: otherwise Chiru would not 
have bMn today’s China. But it was done 
without a verbal modirication of Stalin’s 
definition. Therefore China does not have 
its own definitron of minzu to this day. 

I attribute this to Mao Zedong’s 
condescension because, in 1953, Mao 
especially uistnicted the central conunitlee 
of the CPC: “Scientific analysis is another 
matter. Politically, we need not distingiiish 
which is nationality (minzu). which is narod 
(buzu) or tribe (buluo)” [ibid:39]. Elsew h ere 
Mao said: "What is minzu? It consists of two 
pans, one is the upper, ex|4oiiing class, 
minority, they can lalk.orgaruse g o vexnmeH t. 
but cannot fight, plough and work in the 
factory; over 90 per cent are wotkers, 
peasants, petty bourgeoisie, without ihem, 
no minzu can be constituted” [Liu Geping 
1994:11.489]. Juxtaposing the two sayings, 
we can sec Mao’s sdf-contradiGtian. Hedkl 
understand minzu as a modem phenoiiienoa 
in industrial societies. He wanted to daim 
this 'modemity' for all the minzu (ethme 
groups) in China, to treat them at (pohtical) 
equals. Consequent] y. the fi ve minzu in China 
before the 1950$ evolved into today’s 56, 
and minzu itself in the Chinese langu^haa 
attained the connotation of mioenty ethnic 
groups ('shaoshu minzu'). 

With this in mind, the turnabout in the 
CPC's stance toward the ethnic minorities 
becomes easy to conofireheML In the l96Qi 
and 1970s,theO'C’spalicytowardethnidty 
became fidical. With communism suffiri^ 
fnistratioa at home and abroad. iogMlkMa 
grew and assimilation was atieamied. Stea 
1978. the policy has softened agate becaan 
the Patty, drawing lessons fmm numians 


Bcwiomlc and PoUtkal Weekly July 26, 1997 


PB-77 







frustrations, has become pragmatic and 
down-tO'carth. By disentangling itself from 
the universal mission of realising communism 
in the world, it has become a national party 
again. 

All this is not to say that minority ethnic 
groups have suffered less. It is only to say 
that if we put the theme into the framewotl: 
of time and context, we get closer to an 
understanding of this history. In the end, it 
is the discourse of class struggle that inflicted 
the greatest injuries on the Chinese citizenship 
before 1978, certainly including all the 
minority ethnic groups. It is necessary to 
lotdcatthis ‘citizenship’ ofChina, especially 
the peasant life, to undmtand Chinese minzu 
comprehensively. 

According to Taylor, during Mao's life 
(till 1976), all Chinese peasants (over 8S per 
cent of the total population) were denied the 
right to decide how to organise themselves 
economically and were denied the last resort 
of the poor, i e, to pack up and move. The 
former landlords, rich peasants, and their 
descendants formed an ‘outcaste’ group at 
the bottom rung of each village's economic 
and social order. During the severe famine 
of 1960-62, caused by the 1958 Great Leap 
Forward, the mortality figures reached an 
astonishing 12-24 million. This happened 
because the system of people's communes 
not only communised the peasants' 
household property and forced them to work 
on pre-determitied lines for pie-determined 
rewmls, but also got each peasant fixed in 
the village where he or she was bom. After 
the ordeal of 1960-62, the system of 
household consumption was restored, but 
the peasmits were still bonded by the system 
like serft. They had only three ways of 
moving from the locality where they were 
bom; (1) through marriage, in which case 
the woman moved to the village of her 
husband; (2) by passing the university 
entrance examination at which only 3 per 
cent of the college-age group nationwide, 
and probably about I per cent in the ratal 
areas, succeeded; or (3) by joining the army 
fTaylor 1991:2, 56-57, 118-77J. 

AJI this was enforced by the campaigns 
of land-reform, the class-identirication, the 
metciless suppression of reactionaries, the 
anti-rightist movement, and the Great Leap 
Porwrud in the 19S0s. By the mid-1960s, I 
recall the following rhetoric formulated my 
perception of the world; (1) Chiru was 
surrounded by US imperialism, Soviet 
revisionism and the Indian reactionaries; (2) 
two-thirds of the world's population were 
fiving in ‘deepwater’ and ‘hell fne' struggling 
for emaocipatiaii; (3) China was internally 
threatened by dass enemies (less than lOper 
cem of the population) composed of the 
ovetthrown landlords, fotmerrich peasants, 
reactionaries, bad elements and the rightists. 
To safeguard national security, it was 


necessaiy to cany out consistent class struggle 
under the leadership of the CPC. 

Matching this with Taylor's macroscof^ 
picture, we have another dimension of 
nationhood, i e, nationhood as a means of 
forging straggles for realising the elites’ 
political ambitions based on their vision or 
sense of mission. This illusion helped to cast 
the PRC into what was outwardly a nation, 
but bdiind that a machine, processing most 
of its citizens, including the outcasu of the 
society,intoapopulationof‘radical’ political 
animals. Friedmm has insightfully described 
this as a “seif-negating" or “self-wounding 
Leninist anti-imperialist nationalism" 
[Friedman 1994]. 

Ethnic Diversity and Chinese Identity: 

1980 TO Date 

China's ofTicial contact with the US in 
1972 signified a period of nationalism 
overriding communism, though the ultra¬ 
leftist policy was to be sustained for another 
six years. In i978,fuTtherrefofTnwasinitiated 
and in less than three months, socialist China 
involved itself in a brief war with sociali.st 
Vietnam which had been in war with the then 
socialist Cambodia.‘These wars are of world- 
historical importance because they are the 
first to occur between socialist regimes whose 
independence and revolutionary credentials 
are undeniable, and because none of the 
belligerents has made more than the most 
perfunctory attempts to justify the bloodshed 
in termsof arecognisabic Marxist theoretical 
perspective" [Anderson 1983:11 ].Sinccthen, 
the case of the PRC verifies Anderson's, 
statement that "nation-ness is the most 
universally legitimate value in the political 
life of our time" [ibid: 12]. 

This detour into ‘nationalism’ was 
relatively easy for the CPC because of the 
rich institutional and symbolic resources it 
had inherited from the cultural tradition of 
China. Taylor observes; “China embodies 
the fundamental element of nationalism in 
its original, tribal, and nation-state form - 
ethnic homogeneity and historical 
continuity”. Moreover, CMna as a political 
animal has been tempered to embrace 
modernisation wholeheattedly and to discard 
its old culture to the extent it believes this 
necessary to achieve success. Confucian 
beliefs regard renewal ('weixin') as a 
permanent virtue. Thus, Taylor arfues. the 
Chinese are not resistant to change with time 
and circumstances. Having lived in a 
conceptual world of universality, "there are 
few specific features of their civilisation that 
they ^f-coosciously value or feel they must 
fight to preserve. Tte Chinese do not have 
to wodc at being ChineM...and. thus, no 
specific traditions are seen as essoitial to 
maintain their identity. Consequently, they 
have been able to accept wholesale 
abandonment of old customs without any 



sense of being less Chinese because of it" 
[Taylor 1991:31, 48, 212]. 

Nevertheless, all these changes appear to 
have underlining common pierequitile: to 
obtain and maintain the unification and 
strength of China as a central country. The 
supreme value of keeping China unified and 
respectable in the ‘big tradition’ was 
recognised by successive Chinese rulen and 
is well emb^ied in the following facts: 

{BiVumapofChina: Overlapping Chinese 
maps of topography, ethnic distribution and 
provincial admtniscracion, we immediately 
get a striking impression of tediousdialogues 
over the territories between regionalism, 
ethnicity and centralism. The outcome is in 
favour of centralism at the expense of all 
other geographical rationales. For example, 
the map of Gansu Province resembles a 
dumb-bell stretching from the central Shaanxi 
province all the way to Che gate of Xinjiang, 
interlocking (or segregating) four major 
ethnic areas - that of Ningxia Hui, Inner 
Mongolia, Xinjiang Uygure and Tibet. The 
map of Anhui straddles three major rivers 
(the old Yellow River route, the Huai and 
down south across the Yangtze), bridging 
the humid south and arid north China togetho'. 
Provinces of Gansu. Qinghai, Sichuan and 
Yunnan each has a substantial Tibetan ethnic 
area. As a result, only half of China's 3.4 
million Tibetans live within the present 
borders of the Tibet Autonomous Region of 
over 1.2 million square kilometres [Taylor 
1991:201 ]. All this was arranged long before 
the PRC, even before the founding of the 
(Kuomintang's) Republic of China, in the 
interest of unification. 

(b) Civil service tradition: "China’s 
centralised system of political control, and 
its long tradition of uqity and strong central 
authority, deter regional chauvinism at the 
level of provincial politics" [Taylor 
1991:199]. It is a Chinese taboo for a native 
to occupy official positions in his home 
town. Known as “system of avoidance", its 
ethos has spread into (he folklore. After 
1949, the taboo was largely violated at the 
grass toots level, owing to the rigid household 
registration and the commune system. But 
Taylor still found that as late as in 1991, 
provincial leaders in China are usually not I 
provincials at all. “When the Shanghai 
Municipal Council or the Heilungjtang 
Provincial People’s Congress elects a new 
mayor and a new governor, respectively, 
they usually do not ‘choose’ a native. The 
same is generally tiue in the selection of 
provincial first party secretaries" (ibid). 

(c) History and writing system: “The 
Chinese were urofied by theirienseofhistoiy. 
Confucianism and the Chinese written 
language. The use of ideographs meant that 
Chinese throughout the Empire, who spoke 
mutually unintelligible languages, could 
understand each other through the written 




word" {Taylor 1991:12], Hie virtue of Chit 
writingiystem was well ^served by ordinaiy 
Chinese. One of the proverbs guiding the 
daily life of Chinese rural folks is 'jingxi 
zizhi’ (respect paper with wordson). “Special 
societies in Qiina tried to preserve scraps 
of paper on which a Chinese character had 
been written, and illiterate peasants regularly 
hung ideographic aphorisms above their huts 
to render goad fortune or to ward off evil 
spirits, confideiK that the gods could read 
Chinese even if they themselves could not" 
(ibid: 173). 

(d) The co-structure of family and state: 
It is a Confudan assumption that a good 
state-ruler should be a good patriarch who 
can hold his household in harmony. In fact, 
the Chinese word for guojia (state) well 
renders the spirit of current nationhood in 
the western sense. It is composed of guo for 
state and jia for family. The head of county 
government inChina is informally addressed 
as a ‘parental official'. Chinese society 
“lends to be uncomfortable without an all- 
embracing doctrine on the political order. 
The national ethos requires a political creed 
and something of a universal mission" 
[ibid;24l]. Until today, the political system 
operated a.s ihconlysucictywide system, and 
it could be assumed that all social 
requirements would be taken care of if the 
political order were properly maintained 
power relationships. The co-structure hinders 
the development of social corporations in 
China [see Wang Sung-hsin 1994). This was 
a handicap for the absolute power of the 
state. I see this as the reason why Chinese 
as a language does not need a concept of 
minzu (nation), because the word gunjia 
conveys all the ethos of nationhood in the 
sense of involving individual and family 
sentiments with the state. It also tells why 
the Chinese government always prelers 
patriotic (of one’s love to ‘guojia’) to 
nationalistic (of one's love to minzu) rhetoric. 

(e) The continuity of the big cultural 
tradition: The factors noticed above 
formulate themselves into a big cultural 
tradition and sustain its continuity. Even the 
readiness to accept necessary change docs 
not undermine the continuity. China also has 
symbols that are concrete enough to reinforce 
this sense. Forexample, the Confucius family 
have lived in Qufu, and its direct male 
descendants have served continuously as 
guardians and administrators of the family 
temple for more than 2,200 years. "The 
Kungs are perhaps the only family in the 
world that can convincingly trace their family 
to such ancient roots. Certainly they are the 
only one to have a family graveyard 
containing 76 generations of t>one and dust. 
What more haunting testimony could thw 
be to the Chinese passion of the continuity 

of fimiily and veneration of the pastT’(Taylor 

1991:14]. 


Given the rich endowments for nation- 
building, the PRC has its own ptoUeffit for 
accommodating cuUural diversity in national 
identity against the background of 
modernis^ion. First, both the ethnic and 
local little traditions as an integral pait of 
the Chinese culture have been as prosperous 
as the unitary big one. Secondly, 
modernisation by its nature is something that 
challenges the inherited identity of C^hina. 
While promoting state powers at the expense 
of the inherent cultural diversity, it also 
generates the awareness of cultural identity 
everywhere [see Gciiner 1983], 

China has ofTicially identifi^ 55 ethnic 
groups, amounting to a population close to 
100 million. Am jd the one billion strong (Ian 
Chinese the Hakka, Tanka, Fulo, Miraian, 
Canton, with many otherpcoplesinGuizhou, 
each has a distinct dialect and a strong sense 
ofeommunity. Besides, many provinces and 
autonomous regions in China have had a 
history of housing parochial kingdoms or 
local governments. 'Takingthis inloaccount, 
“the amalgam of watered down Marxism, 
pragmatism and nationalism that the 
reformers have concocted since 1978 and 
labelled 'Chinese style socialism' seems 
indeed a weak brew” (Taylor 1991:241 and 
199; also Moser 1985; Honig 1992]. 

Therefore, some other discourses are 
indispensable for invoking the imagination 
of a transcendental, trans-regional and multi¬ 
ethnic Chinese nation. Generally speaking, 
the CPC has three kinds of resources at hand 
tor this end: (1) the common cultural heritage, 

I e, the above-mentioned ‘big tradition'; (2) 
the modem history of Cliinese humiliation 
and the CPC’s successful redemption of it 
as an indepeiKknt nation: (3) the stale's 
power and its monopoly of the mass media. 

The current discourses of Chinese 
nationhood in mainland China ate marked 
by the following efforts: 

(a) Image creation: The Chinese tele vi sion 
news highlights the visit to Peking of^ 
illustrious foreign leaders. Big events such 
as international sports comprtitions, the 
hosting of the Asian Games and World 
Women's Summil are integrated into the 
image creating effort. The messageimparted 
to the audience is that China has become 
respectable global ly and may be the strongest 
country in the third world. This strategy 
lumps the party, the state and the nation 
together, with the party as the final 
heneficiary. The present challenge to this 
endeavour is ordinary people's dwindling 
intcresi in ihings political, especially since 
1989. It becomes apparent that more and 
more people in China lend to distinguish 
individual interests ftom that of the nation, 
nmiunal interests from that of the state, and 
state inteiesi from that of the party. 

(b) Uanipuiation of history: In terms of 
conceptualising ethnic and national affairs. 


the CPC is quietly correcting its early 
reckletsneu when the sytnbttik univerw 
was different For example, in a sidule move 
just before the Women's Sunmiit in 1955, 
the English translation of the ‘State 
Commission of Nationality Affairs’ was 
changed to the ‘State Commission of 
Ethnic Affairs’. While the Cbuiese names 
remain the same, the universe of interaction 
has shifted to a nation-buiidiog one. It is 
ironic that the English translation of an 
authoritative journal for CPC’s ethnic 
work, ‘minzu tuanjie' was also changed 
accordingly, from ‘Unity of Nationalities' 
to ‘Ethnic Unity'. 

The manipulation ofhistory is more cxplicft 
still. China has a long tradition of conqiiling 
local gazetteen (‘ xiu fangzfai’). Tradilkmally, 
thi s deed was regarded as a symbol of d)uMstic 
prosperity. The current nationwide move for 
renewing this tradition was initiated in the 
early 1980s. The scale was enormous. Each 
of China's dozens of provinces and 
autonomous regions, bundi^ of prefectures 
and autonomous prefectures, and thousands 
of counties and autonomous counties in 
China, was to have its local gazetteer 
compiled or updated. Last year. I encountered 
a seniof colleague on my campus who had 
been absent for three or four years. When 
I asked where he had been, he proudly told 
me he had been in western Yumun forhdpiag 
local govrmmems compiling local gazetteen. 

1 wondered why the people of western 
Yunnan invited him to do tins. He told me 
with a big smile that he knows somethiag 
they do not know, i e, bow to compose a 
few lines lo cover the two thousand yenn 
before the Han Dynasty (BC 206-BC 265), 
and thus to connect the early local history 
to the big ancient history of China. His biMe 
is the ancient botA Yu Cong (The Tribute 
to Yu, the Great) that tells tne dnnam, dm 
local products as tributes ftom theiuneancieat 
states of China, and their specific meana of 
paying them. Yu. the CSreau was t^eodaiy 
founder of the first Dynasty (the legendary 
‘xia’) of China 40 centuries ago and the 
debatable vniter of Tu Gong. This is debatable 
because the eariiest script (orade bones) 
found in Anyang, Qnna, was of the Shang 
DytMSty. 16-11 oeitturies BC There is no 
direct evidence to verify the previous Xia 
Dynasty yet. The location and sue of the 
nine stales are not identifUMe. either. Hence 
my senior colleague’s work was to prediet 
that each of the present places "behanged to 
LiangzhouObe state ofL^ng) in the dyniatiet 
of )Ua, Shang and Zhou”, before Ae Hn 
dynasty. 

(c)Kackdnaiioitalum: ‘diiruwatuaifM 
in raee 93 per cent Han Chineae and hi 
language 70 per cent native speaktn of 
Mandarin wiA virtually all IHemeChiMaa 
reading the same ideographic teif* (Thylac 
1991 ;33]. These constitute the bembalMIht 
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01 iMe /ony-foiinH AiuuuU CeHtrel Meeting of 
Stmdamm Fimuce Limned held on 
16tk July, 1997 at Ckeiuuu. 


I kne pern m wdconiiig you lO to ibe 

taty-inah Aoanl Geaeni Mmiai of your Ocapmy. 
Ibe Dncton' ngn aiil Ike AaSii bcaatt fir die 
ywaiilr«131i>kfaBli, 1997, hwe bees with you for mne 
tine adL vtt yoat pemauiai, I ibaO ukc tto a ittd. 
WOmONO RESULTS 


Dantlhe year 199697, Ike toul diibgoementi of your 
Coafaqr aaaaled to Kt.1041 ct« cooii^ to IU9S4 
a aSeinriaayetonfiaefiaiainaiialgiowibof 
Mead M. Ite emmIMhe mehM e t tader Ure 
panbem md Jaaibt cnemd dm teJtH a. mmk 
daHegdmytmmMmadm te-Wfer. mdmytmead. 


Vbar CoBftoy coaliaM> to cqoy Ike nwifi de nre of Ihe 
inaaiaf poUic boik ^ ill pemndiMd Ktvioe. lo Ike act 
<f difoM iwWliiaifa, yarn Cotopaiy’i perfaraaue 
dtokji 6e yea mua iio r i i nea lecad. Fittb deiimia 
mnWBiaira aai to die aae at IU.2S0 g, ■ iaaeoa of 


42% owr 6e (Mviom yea*! Spa. The ael locielioa to 
1 to « t04iae bU of li>.179 a as 
lls.119 Cl. - m meeeie of owe 50%. Tke 
aoccylatoe cf Aeik depoaa wto aw p rn ded (be a bnef 
paiod tai i&01.97 as dto ootopagy had awkiliil 
idCiBMit dipodll Id jis 
■tfc defodM laMsnrtai a *e yea cod eweeded 
ka.729 o. I jm yaw d i i e t lai ia eipaa ia i aqr 
appwnadoa of 6e coeciaaMa aippoa e a a ad ad ky 6e 
of MS daa 6AMn> dafo&on. Yow Oam 
aaanaintMnaHaikin WaannalCoBBaBf (NBIC)to 
la aaaadad dto hte emit taliM •flUA’by CMSIL 
I¥r aOkbK rUat aaa mmdedm HU, km kem n- 


Vow Ooaypapy oaaed a poaa psoft of Rs.t53jS a - aa 
hoaaa of 20 l53% om 6e pmdoaa yea 
Mb dkr aa kcaaaed to RadllO a koB Raii492 a 


FINANCIAL HIGHLIGHTS 

_;__ ' _ 

• N«t worth Rs. 285.10 croro* 

• Total racalwBblaa Ra. 2006 croraa 

• Public dapoaita Ra. 729 croraa 

• Capital adaquacy ratio 16.86% 

• Standard aaaata 08.25% 


Your daecton an pleased to lecoannend a higber lax fiec 
dnideod of 43 % oo the paid^ capital of 
RtJ4 a The qBaaum of dinibiibaa iockidiii| tax oe 
(hfideod win ansua to Rs. 11 .IS a. as agamst RI8.40 ex 
in Ike previous year. 


Your Conpany continues to {dOosv tbe prudential nurnia 
pieacrihed by Ike Reserve Bank of India (RBI) for NBPCs. 
Ilie caMal adequacy talu Of your canpany as on 
31.03.97 was al acomfeitaMe levd of 16.86%. w^ above 
■he neaciibed mininiaffl of 8%. Standaid auen, accuidiiit 
to RBI'i daaltGcalioa. stood M 98.23% of Ike total 
ekofRLlSI6a 


In tbe ligla of Ike difficnil makei conditiaBi expcsKDieed 
dorini the year, yow dhecloa conaider ifae overall 
peifurnanoe to be pood. 

ECONOBSC SCENARIO 


The economy has undeqone a lenarkable chanpe iknns 
Ike last five yean rqiikiinf an average GDP gnmth of 
6.4% per annnm. Danni 1996-97. Ike indwttrial growth 
was m 6.71% and ihe agiiculiinl growth ai 3.7%. The 
gtowlk cates of imports and esports were at 13 13% and 
11.91% respectively. Ike anoDV rale of mflama bat been 
InMiiug aroaod 6% and hat reawood in snifle ikgits for 
over two yean. The toeifn exebange reaervea now stand 
al a comfettablc level of over US $ 29 billion. While the 
maciD-eoaaaaiic iadicalon ate teastuting. indutlrial 
activily coadaoet to be depteased thtoe Ike latt quarter of 
1996, doaprte Ike variout hheialitaiioe mraaiaes 
a n no a nr e d by the GovemneoL bloat seclon of the 
ecoonay have experienoed a ahm-down in demand and 
dot has l ei n lte d in a hg t ikhiy overhang in Ike finmrial 
sytlem. 

BUOQET PROPOSALS / CREOrr 
POLICY 


Thebuitopitaenaedfaylke fiiirT Mi niia er i edk M dlax 
taies bom for corportlet and mdividualt and i n tro d u c ed a 
ntiahtr of nefotnM to nimairtr rfotayir gimrth. Thx 
iDcinlivea were ofibsed locakaoce saveatmeat, e apo ri a lly 
in the iaAatkBcnae tecat Betidea. nx oo dMiM was 

-a--eT-a-.J ^ an.^a, — J- a m.- a- -a an. j -i-j |_ 

MnoMM ■ ■6 onoi Of WMOOnEnt MB ICpMOM OJr I 

dmdead lai of 10% to dm htmk of die cotpostoet. 

The RBTt aonolaiy and endii policy (or Ike fitti half of 
1997-91 ad ro da c ad hr reaching ektojet. The ikrttot of Ike 
policy was 10 achieve bdefnian of vanout wgnaeaB of 
dm domeatic flaaacial iiaabisii inrieaie nuaket- 
ocieahMioa of dm iaanntt rate niwiure and Uhernlise die 
endk drikery aystBBL Banka have been given fiaodoaa to 
dtaaiatlae fee ciadB liniii of toe boenweta by doWn^ 
wiS Sa tytiBm of Maxtouna fhoniattolt Bank Paaaace. 


The bank late will act as t leftrencc rale and aa efieclivc 
signal sale to leflect Ike direction of moneaty pokey. 
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locks of national consciousness, observes 
iylor[ibid:12;cfDikotter 1992]. Whilelbe 
iMty of this observation is subject to 
scussion,theChineseelitesdidnotoverIook 
I cohesive value, especially its appeal to 
e overseas Chinese. Currently, this 
ploitatkm of racial identity is reflected in 
e (hscoutse of referring to all Chinese as 
Iteoffspiing of Emperors Yan and Huang”, 
'0 legendary figures conceived as 
D^itors of (the Han) Chinese who lived 
300 years ago. It is also uncommon for 
linese leaders (of both KMT and CPC) to 
y tributes to the mausoleum of these two 
agined progenitors of Chinese (see 2Uiang 
zhi et ^ 1993:6-8]. Recently, an inside 
ver announcement, with both Jiang Zemin 
d Li Peng’s inscriptions to the Yellow 
ipetor's Mausoleum, carried in an issue 
Ite New China Digest (‘xinhus wenzhai ’) 
0 9, 1995), informs us that the donated 
id to the Yellow Emperor's I^ndation 
M amounts to 250 million RMB. 
n academic circles this discourse, an 
algam of racial nationalism, racism and 
lineal evolutionism, is advocated by 
Jiexun in his History of Development 
‘he Han Nationality (\992). Published in 
'2, the bookdaims that Han as a nationality 
> 1.2 billion members. The second 
ipter (ibid:6-15) fiercely attacks all the 
sotheses of the external origin of the 
R Chinese. The book carries the positive 
ue of common blood tie (‘tongbao') 
the unity of China so far that one 
mot but think that the definition of 
izu should be acommunity of common 
estry tibid:437.40, 584-85). 
d) Historical cultural nationalism: The 
Rhasis on common ancestry, while being 
esive for the Han, sounds alienating to 
nrity ethnic groups, especially to those 
he Altaic and Imlo-Eufopean linguistic 
ups. Out of this awareness, a new 
course was formulated by a more 
wnedand sophisticated figure, Xiaoiong, 
the late 19^. Here the key note is 
luality and Unity in the Cimfiguration of 
rtiinese Ntfkm” (1989). It admits the 
srogeneity of cultures in China and 
ibutes this to the plural ethnogenesis of 
Chinese in the early homo sapiens 
d:3-6]. Since the Qin Dynasty (221 -207 
I, the regional unification, economic 
itHosis and interaction ofhiitoticd events 
ntually gave rise to an overarching 
neaeaesi which was a tfamg-in-itseif. This 
>in-itself evolved into a thing-in- 
KMUSKSS through its interactions with 
iveiteni powers in the past hundfed years, 
:e the Chinese Nttkm includes all the 
ic grorqis in China (ibid 1,9-35; see also 
dn^ 1994:100]. This discourse finds its 
mgest reverberation in the renowned 
ueologist, Su Bingqi's collection: Hua 
yk.Df agon'sDeseendmis. the Chinese 


(1994). Although not a book devoted tb 
national identity, it includes a part entitled 
“the origin of Chinese civilisation and 
reconstruction of Chinese prehistory" (73- 
134). This part furnishes solid materials for 
the logo be presented to the Museum of 
Chinese History in its 80th anniversary in 
1992: “Overamillionyears root system. Ten 
thousand years from the initiation of 
civilisation. Five thousand years* ancient 
state. Two thousand years' unified Chinese 
entity. These are the basic national conditions 
of C^na: [ibid 141]. 

All these discourses are formulated for 
appealstooverseasChinese and the minority 
ethnic groups at home. They are also for the 
deterrence of the following persuasions: the 
southern Chinese parochialism in mainland 
CThina and Hong Kong [see Friedman 1994; 
Gladney 1994], the ‘secessionist* forces in 
Taiwan [see Chang Mau-kuei 1994] and 
Tibet. Each discourse has some positive 
effect. However, owing to the very fact of 
China's hemulean size in territory (about 10 
million square kilometres), population (1.2 
billion in 1995), plus its extremely long 
history, each is bound to have some 
difficulties. Again, the subtlest difficulties 
are from ethnicity and regionalism, which 
Dru Gladney skilfully invokes in a recent 
article (1994). 

As already noted, minority ethnic groups 
in China are officially identified, and 
constitute an objectivised identity. ‘This 
recognition may make a considerable 
difference in obtaining certain entitlements 
accorded to minorities, including permission 
to have more than one child, obtaining 
entrance to a university, access to local 
political office, special economic a-ssistance, 
and tax-relief programmes”|Taylor 1991:96, 
198]. Gladney observes that theMaffirmati ve 
operations serve the PRC‘s end of holding 
upminoritiesfor display, inorder toconstruct 
the identity and strengthen the cohesion of 
Han as a monoethnic dominant group 
(1994:93-95). This is a shrewd but 
intellectually over-sophisticated analysis. In 
most cases, we doubt that the state authorities 
have the awareness assigned to them by 
Gladney. Anyhow, the particular ways of 
presenting minorities by a government is not 
only due to its internal needs, but also related 
to the extant international milieu. To take 
the example of “the invemion of the finnan 
School" for painting minorities, narrmed by 
Gladney, it is doubiliil whether its success 
is due to iu catering to an official Chinese 
need, or to the existing US penchant for 
‘noble savages’ (see ibid: 108-11). 

But Gladney is correct in proposing the 
idea that the minoritiesfimnority discourse 
are interactive. As ethnicity it dynamic in 
nature, the ethnic dialogues, both in history 
and in present China, never bend towards 
oneei)doniy.lnhisU)fy,ffiinoriliesexploited 
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the tribute system to obtain trading benefits 
or self-government. Today, "by allowing the 
objectivising gaze of the state-sponsored 
m^a, they establish their identity and right 
to a voice in their own affairs, appropriatiitg 
and turning, whenever possible, these 
objectivising moves to their own benefit” 
[ibid: 117-18]. 

That minorities are never passive in 
dialogues regarding ethnic relations is also 
reflected in other ways. My campus, the 
Central Universities of Nationalities founded 
in 1951, is intended especially to train 
minority cadres for carrying out the CPC's 
policy in the minority area. Now, it has 
become a greenhouse for incubating 
'ethnicity', a place in Beijing for the 
congregation and liaison of ethnic groups 
and minorities. By regular celebrations of 
ethnic festivals, receiving NPC delegates 
from individual groups, by sharing, and 
formulating, symbolic capital relating to 
ethnic origin and ethnic .solidarity, students 
graduating from the institution unmistakably 
attain stronger ethnic consciousness than 
before. Intellectuals from ethnic groups have 
also learnt to use the official revolutionary 
orevolutionarydi.scoursestotheiradvantage. 
They question the accuracy of their own 
history as compiled by Han scholars. For 
example, Liu Yaohan, a Yi scholar has 
masterfully manipulated the unilincal 
cvol utionary discourse. andChinese ancestry 
worship, to the point of claiming that Yi 
people are the exi.sting cultural ancestors of 
the Han. The evidence he 0110.1 includes the 
fossil of homo em'iict discovered in Yunnan, 
the legend of Calabash origin of humankind, 
the use the 10-month calendar in the Xia 
Dynasty 40 centuriesago, and theconnotation 
oftigcr-worshippinginthenameofl.aoTzc, 
founder of Taoism. These cultural traits are 
found still existing amid the Yi people [see 
Liu Yaohan 1985]. 

Conclusion: Nationhooo as a Matter of 
Historicai. Formulation 

As nations and nation-states enter a new 
period of crisis, the cold war ends and the 
market economy triumphs, are we bound to 
sec an explosion of ‘primordial identities’ 
in different parts of the world, or a clash of 
civilisations as different authors have 
predicted: “the fault lines between 
civilisations will be the batticlincs of the 
future” [Huntington l993:22;seea]soTaylor 
1991:207, 250]? An alternative perception 
of the future must rely on the fact that “the 
universes that human groups treat matter-of- 
factly as their ‘natural environments' are 
clearly social, symbolically constructed 
universes” (Miniz 1985:8). In the end, it is 
our own perceptions, not life itself, that 
finds fault lines between peoples, including 
th« of nationhood. The symptoms of the 
world today oblige us to keep an eye on the 
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compatibility of ethnidtiea or national 
identitiei with a nniveiMl human identity. 

The cate of ‘returning teed in three 
generationi’ ('tan dai huan zhong’) I taw 
(July 1995) in a township in Yunnan pinovince 
can throw tome light on the accomiMdating 
tide of these identities. Lets than 300 
kilometres to Vietnam and deep in the 
mountains, Panxi is a little basin (SO sq km) 
compactly inhabited by a 30,000population 
with nearly equal numbers of the Yi, the 
Muslim Hui and the Han (^inese living a 
harmonious community life. Intermarriage 
between members of different ethnic groups 
is common, including between Muslims a^ 
non-Muslims. In the latter case, the non- 
Muslim partner changed his or her diet in 
the nuclear family. Matrilocal marriage and 
the traditional practice of “returning seed in 
three generations" are quite prevalent. 

“Returning seed in three generations" is 
a folkway for resolving the problem of 
children's surnames, resulting from 
matrilocal marriage in a patrilineal society. 
When a male marries into a female's house, 
the children they produce wilt belong to the 
wife’s family and the children adopt the 
surname of the wife’s father. However, their 
maleduUren'schildien'ssumame will return 
to the matrilocal father and thus sustain that 
name. Connecting this practice to the ethnic 
interrruuriage cases, we find it significant for 
three reasons: (I) The design precedes the 
practice of officially idemifying people along 
ethnic lines by nationhood. (2)Eihnic idemity 
is mainly a discourse that involves elites in 
political enterprises. (3) The practice is still 
prevalent after peoplefs) have been ktentified 
along ethnic lines for 40 years. This fact 
demonstrates that ordinary people often live 
in a quite different world from that of the 
official elites. While the political elites are 
busy in hunting for codifiable fault lines 
between peoples, ordinary people in real life 
have msmy practices to bridgedi visions which 
must be bridged for their survival and 
development. It is this folk practice that 
deserves our attention and more careful 
research for the well-being of humankind. 

I see the current Chinese minzu Identity 
as interlocking three levels of identity. First, 
the Chinese idemity (’hua ren ren tong’) that 
involves all the people, who find Uietr real 
or imagined cultural roots in China as the 
base of a civilisation. Secondly, the national 
idemity Cguo min ren tong’) that involves 
all the nationals living on the temtory of 
CSiina. Thirdly, the ethnic identity that 
involves all the ethnic groups in China, 
including the officially recognised, such as 
theTlbetan; the historically formulated, such 
as the Hakka, Tanka, Subei. etc; and the 
regionally defined such as the Minnairese 
and Cantonese. 

The lumping together of all these three 

connotations In ndiau ptoduoes both posit! ve 


ndnegnive results for proinoiinf Chinese 
nmional identity. While a Chinese minni 
‘rentoiig' sounds appealing to all the tiuee 
categoriesofOiinese, it requires cons i deiable 
expertise to diioeni the subtle comweations 
of minzu. Misreadings do occur.even on the 
national level. For example, the new English 
translation of the title of minzu tuanjie, a 
journal for promoting national unity, has 
been put as ethnic unity in August IMS. It 
is unlikely that any nation today would seek 
to promote the ethnic unity of its constituem 
groups, but the jounud carrying that English 
title is still at large. Theconfustonof national 
identity with that of the patty also occurs. 
When the CCTV news on December 27. 
1995 covering the celebration of the SSUi 
anniversary of the Central People’s 
Broadcasting station announces that “our 
national broadcastingemerprise (‘wo guode 
guangbo shiye’) was founded in Yanan in 
1940", it was referring to the CPC’s 
broadcasting enterprise and quite forgot 
that the KMT had the same in Nanking 
1927. 

How do these facts affect our perception 
of ethnic and national identities? 

(1) They attest to Fredrifc Barth’s earlier 
observation that these categories “provide 
an organisational vessel that may be given 
varying amoums and forms of contem in 
different socio-cultural systems" (Barth 
1969:14], Some Tibetan Buddhist wisdom 
can further our understanding of these pheno¬ 
mena. According to a famous discourse pro¬ 
posed by Tsongkapa. founder of the cuir^y 
dominant Yellow SectofTibetan Buddhism, 
the nature of idemity is a matter of “self- 
einptiness”('zi xingkong’)and“curcumstaii- 
tial formulation" (‘ yuan qi you’) [see Banban 
Dotje. 1992:296-305). Being the results of 
determining sell/oiber relations by circuin- 
siantially discerned self-standards in social 
interactions, the roots of ethnic, national and 
cultural identities can be traced to the 
structural contrasts in differem societies. 

(2) The perception and interpretation of 
structural contrasts involve mental 
juxtapositions which in turn involve linguistic 
and cultural relativities. While human 
universals furnish a solid analytical starting 
point, cautions against spatial and temporal 
misplacement of concepu are not irrelevant. 

(3) For the case of China, “what is 
quimessentially Chinese is the remaikaUe 
sense of cominuity that seems to have made 
the civilisation increasingly distinctive over 
the cemurics” (Wang Gungwu 1991:2). 

Gi ven the aptness to change, Chinese sustain 

this sense of cominuity. Despite the sense 
of continuity, C!hinese culture remains 
amazinglydiverse.TbeRfbra. AnhurWtdr s 
remark that "the challenge is toaocomt for 
the fact that Chinese culture remained 
heterogeneous despite creating and 
supporting a hienrcliical system in which 


the behaviow of those at each levd served 
as compdlhig moddi for those at next 
lower lever it insightfiii [Wolf l9n:31Sj. 
fThe Mlhor wm bon is 1955 in a Hm Chisref 
villafe between Beijiiig, the espM of China, 
and Tiaqtn, a port city 100 km to its weib-care. 
His father was a teacher in a Muslim psimary 
school in bis home country. His tally had beta 
classified into that of ‘taOoed’ in the earty 
l9S0s’ laad-tcfonn. He grew ap at the amigin 
of the maimtteaffl society at an offspring of the 
oulcasle clam. He was d ep riv ed of hia middl e 
school education in the GfeatCalUBalRevohUian 
(1966-76) and did not enter gnivertity entil 
1978, when China began the ongoini reform. 
His postgraduate education was completed 
in a college for ethnic minorities sod their 
studies (currently the Central University of 
Nalionaliiiet), where he experienced what 
he describes, a* a cultural shock at first, bnl 
eventually became comfortable with the 
atmosphere of cultural relativism. This 
paper incorporates the lesulcs of his per¬ 
sonal observations at well as his academic 
research.] 
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Affairs Centre, Bangalore to; PubNc Affairs Certta. 707,6B Ciosa 
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The Return of Keppetipola’s Cranium 

Authenticity in a New Nation 

Nira Wkkranuuiiiglie 

This paper aims to show that the national identity of the new nation state, Sri Lanka, owes much to the colonial 
articulation of Kandyan things as authentic, by looking at one particular event of the colonial period which is 
the return of artefacts from British museums and private collections in the last decade of British rule, especially 
the return of the cranium of the Kandyan hero Keppetipola. This event is an important example of the grammar 
in which colonial ideologies were deployed, and suggests, contrary to nationalist academic thinking, a direct 
lineage between the colonial and the post-colonial state. 


THE differentiation of the Sinhalese 
community into low-countty and Kandyan 
Sinhalese, a division that was regional in 
origin, was a legacy of the European impact. 
It is commonly believed that the low-country 
Sinhalese of the southern and western coastal 
areas, more than two-thirds of the Sinhalese, 
as a result of four centuries of western 
influence tend to diverge somewhat in social 
practices and attitudes from the more 
'traditimial’ Kandyans of the interior, who 
remained independent until ISIS and were 
subject to much later and less i ntense western 
influences. As a general rule according to 
the Report of the Census of Ceylon for 1921. 
Sinhalese who trace their descent to a low- 
country district - any of those in the western 
and southern provinces, the Chilaw district 
or the western part of the Puttalam district 
- are considered as low-country while the 
Kandyan Sinhalese trace their origin to the 
Central and North-Central Provinces, the 
provinces of Uva and Sabaragamuva, the 
Kurunegala district and part of the Puttalam 
district. theSinhalesedivisionsofthe districts 
of Batlicaloa, Trincomalee and Mullaitivu.' 

Interpretations differ about the autonomy 
of the Kandyan culture. Obeysekere writes 
that “the Kandyan civilisation was not an old 
continuing tradition but a relatively new 
phenomenon with a heavy overlay of later 
south Indian influence".’ Dewaraja stresses 
that Kandy had become by the end of the 
18th century a definite cultural zone with its 
own art arid architecture, arts and crafts, 
dance and music. The importance of the 
Kandyan culture is that it has retained original 
Sinhala features, argues Dewaraja: indeed 
she writes "Any form of artistic expression 
that has survived in Sinhala society today 
owes its origin to or has derived inspiration 
from Kandy".’ Thus Sinhala in mainstream 
scholarship is unquestionably equalled with 
Kandyan. While acknowledging the 
influence of south India in dance and music 
(Vannam) in the Kandyan Kingdom. 
Dewarajaequates authenticity with Kandyan. 
Interestingly for Dewaraja who exemplifies 

ihecommon perception, Kandyannessdiluted 


in Nayakkar culture is considered 
authentically Sinhalese, while the symbiosis 
of low-couittry with Portuguese and Dutch 
cultures is considered hybrid. Clearly the 
determiningfactoris the Kandyans' unfailing 
attachment to Buddhism and the resilience 
of what is considered ‘tradition’ due to the 
very insignificant missionary involvement 
during the colonial period in the Kandyan 
districts. 

In urban areas today, quite frequently 
Sinhalese/Buddhist young men and women 
of the middle classes gel married in hotels. 
The 'traditional' ‘poruwa’ ceremony is 
performed with great pomp in a hall rented 
for the occasion. The couple, after the 
ceremony is over, is often seen leaving the 
halltothebeatofKandyandrommcrs dressed 
in their sumptuous attire. What is curious, 
apart from the transformation of a village 
custom into an urban chic one, is the 
ommprescnceoftheKandyandnimmerswho 
beat along joyfully even if the couple is of 
low-country descent. The Kandyan drummer 
plays the authentic rhythm of (he nation. 

Another incarnation of this was related to 
me by an anthropologist studying the Kaffir 
community or Kabiri in Puttalam. The 
villagen of Kaffir descent were preparing 
for the national day celebrations in Colombo 
to which they were asked to send their 
representatives. Anofficial who visited them 
while they were rehearsing apparently 
suggested adding a few Kandyan drummers 
to the Kaffir's item, probably to dampen the 
African beat of the Kaffir music. Even a linle 
bit of Kandyanness meant authenticity. 
Similarly Sinhalese women inthediploniatic 
service when posted abroad most often wear 
the Kandyan saroe on formal occasions and 
this without them having necessarily any 
link with the Kandyan region, in the same 
way the stewardesses on our national airline 
wear a modernised version of the Kandyan 
satee or 'osariya', while the stewards for a 
reason many anthropologisu are still trying 
to fathom, are dressoi in the wine cotoiued 
jackets whkdi Parisian waiiere commooly 
wear. These examples illustrate how some 


Kandyan symbols have been selected to 
become part of the natiotsri heriUige of the 
new nation. 

The purpose of this paper is to ilhutme 
my contention that the national identity of 
the new nation state, Sri Laidta. owes mucli 
lothe colonial articulation oTKaadyaaifaiiifS 
as authentic, by looking at one particular 
event of the colonial period wUch is the 
return of anefacts from Britisb mufromsand 
private collections in the last decades of 
British rule, especially the return of the 
cranium of the Kandyan hero Keppeti p o l a. 
This event appears to me as an impoitara 
example of the grammar in wtaefa cohmiai 
ideologies were dqiloyed. and sitgtetta. 
contrary to nationalist academic thinkiag. a 
direct lineage between the colonial and the 
post<olonial stale. In so nuny ways, the 
states inherited from colonialism icteoMe 
(he new nation-states: bureauctacy.eduatian 
system, army, financial system are the moat 
obvious areas. In other ways, there was a 
conscious effort Oh the part of nation bnilden 
to cut away from the coionial stare and its 
ideology. Nationalist tbou|dx redefined the 
authentic nation and lel ecied the lyitiboli 
worthy of the new nation-stare. Whatl wish 
to ex|More are the politics of s e l ection, of 
what is remembered and forgotlea, which 
took place in Sri Lanka in the late IM aad 
early 20ih centuries and the sifnificaaee of 
the coionial ideology in this t cl e rti o n , 1 mi 
not inany way suggesting that Kan dy—e i i 
forms the core of the new natioo-itaaD'aacir- 
image. Rather my bypathetis is that the 
definition of Kandyamesi as 'authentic' In 
the nationalist era. and the widetpraad 
acceptance of this idea today is inextrimUy 
link^ to an eariierdUcoufse prapoonded^ 
colonialism which privileged KandyM 
symbols in a pankular way. 

I 

Hn Retara of Kcpfwdpniti’g 

The cranium of Kcppetipoln, «w 
leadenofthe Great RebeUioaofriMKMHlyihi 
people in 1818, wasreiamedtoireOejdon 
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govenmient on Pebnufy 9,1948, • few days 
after the country cdebnted its Independence 
from Britiah rule. The Duke of Gloucester 
was instrumental in the return to the Colombo 
Museum of what the Ceylon Observer in 
1948 referred to as a “national relic”/ Thus 
the cranium moved from one museum to 
another, exemiriifyingthat post-independe m 
stales exMbit marked condmiities with their 
colonial predecessors. In no uncertain terms, 
independent Ceylon bad inherited the practice 
and form of political museumising that began 
hi the 19thoentury with thegiowthof colonial 
archaeology. 

The origins of the Kandyan kingdom, 
situated in the central highlands of Sri Lanka, 
accordingto ‘tradition* dateback tothe ISth 
century when Senasammatha VikramabidHi 
dedar^ his independence from the king of 
Kocte around the year 1474. The full name 
of the kingdom was ‘Kanda udapas rata* <x 
the five districts. The Portuguese shortened 
it to Candea using the name for both the 
kingdom and its capital Senkadagalanuwara.’ 
In 1392 the kingdoms of Kotte and Sitawaka 
were absorbed by the Portuguese. The 
Kandyan kingdom was the last independent 
kingship, which maintained itself in the 
interior until March I8l5whenitwasceded 
to the British by the Kandyan chiefs and the 
last king of Kandy Sri Vickrama Rajasingba 
was deposed. For over300years the Kandyan 
kingdim bad svithstood the full bnmt of the 
military power in turn, of the Portuguese, 
the Dutch and the British. With its demise, 

' the entire island was for the first time subject 
to western political control. 

Keppetipola, also known as Monarawila, 
was C^wa of Uva in 1813 and was a 
signatory to the Kandyan Convention of 
March 2, 1813. He was the brother-in-law 
of BbelepoU, the last prime minister of the 
Kandyan kingdom. The Kandyan kingdom 
was formally ceded to the British by its 
leaders, secular and religious. The terms of 
the convention, ngned on that date by 
Brownrigg on behalf of the British and by 
the chiefs on behdf of the Kandyans had 
been drafted largely by John O'Oyly. The 
document was read to the assembled chiefs 
and to the headmen of the districts gathered 
oolude. The people took no pan in this 
ceremony, and indeed the townspeople 
showed not the slightest interest In the 
prooeedtngt. The Kandyan Convention pre¬ 
served intact the powers and privileges of 
the dnefe, the laws, customs and institutions 
of the country and what in the eyes of the 
Kandyaitt was more important tluw all else 
-the Buddhist reUgioa The Kandyan cluefi 
bad however called in British help in 1813 
for the sole purpose of eliminating an 
unpopularraler. They had not contemplaied 
tim prospect of the establishment and 


continuation of British rule and when they 
woke up to the reality of foreign control they 
found it extremely irksome and unpalatable. 
The convention was thus a dis ap ^ n tme n t 
to the Kandyan elite who yearned for the 
restoration of the monarchy. They alleged 
that the British violated the conditions 
stipulated in the ctmvention. 

From 1813 to 1817 a plan was hatched 
to overthrow British power in the Kandyan 
provinces. In August 1817 the Rebellion 
brokeout in Vellassa. Keppetipola, as Dlsawa 
of Uva, assumed comnund and conducted 
the insurrection, which spread through the 
entire Kandyan country. 

The British who did not have adequate 
troops to quell the disturbance found 
thenuelvesinaptecarious condition. Martial 
law was proclaimed throughout the Kandyan 
provinces and reinforcements were brought 
from Madras. By August 1818 the Rebellion 
was fizzling out. a good many of the leaders 
having surrendered. 

In October Keppetipola and Madugalle, 
the second in command, were captured in 
the seven Kotales, brought to Kandy, tried 
for levying war against the king and exe¬ 
cuted. On the morning of their execution 
Keppetipola and Madugalle were taken to 
the Dalada Maligawa. since they expressed 
the wish that they be allowed to pay their 
last respecu to the sacred Tooth Relic. 
Keppetipola was taken before the relic 
and after making obeismce, he offered one 
of the tuppatis which he was wearing, 
since he had nothing else to offer. Turning 
to Simon Sawes, the British agent in Kandy 
who had escorted him, he said: “I give you 
a share of the merit of my last meritorious 
act”. 

He then expressed his ‘praruhanaya’, the 
last wish, namely, that he be born in the 
Himalayas and attain Nibbaiut under Buddha 
Mettheya. The officiating high priest gave 
his benediction and said that the 
‘pranthattaya’ would be fulfilled. After this 
Keppetipola and Madugalle were taken 
near the Bogambara Tank and executed. 
Immediately prior to the execution 
Keppetipola took out the Dhanmapada, a 
book ofBuddhist scriptures which he always 
carried and while be wasredting some stanzas 
from the text the executioner sivepd his 
head from the body with two strokes of the 
sword. Following the Kandyan custom the 
executioner placed the severed head on the 
breast of the fallen chieftain. 

What then happened to Keppetipola’s 
cranium is somewhat curious. It was taken 
away from Ceylon and presented to the 
Phrmlogical Society of the Edinburgh 
Museum by Henry Marshall, chief surgeon 
ofthe Kandyan Provinces between I816and 
1821.Phrenology,fimknownasctanioscopy 


was founded by the Gernun anatomiit Rranz 
Josqih Gall (1738-1828). There was at the 
time great interestinmetbodsof determining 
character and temperament from external 
bodily coofiguratitmt, especially the fKial, 
and Gall evolved a new mdhod called 
cranloscopy. combining the concepts of 
cerebral lootiisation with the analj^s of 
bodily configurations. He argued that 
faculties or talents are inborn and deperxlent 
upon cerebral structures: therefore tim brain 
is made up of as many ‘otgatu’ or areas as 
there are moral and intellectual qualities. 
(Zharacter and intellect are represented by 
27 organs, or psychic qualities, sharply 
delineated on the cranial surface. Skulls of 
'heroes’ or any men displaying exceptional 
qualities would be partioilarly sought after 
as case studies. This interest in skulls was 
not in any way new. In the 17th century 
scientists were making observatioru on tla; 
morphology of thechimpanzee and the orang¬ 
outang. The early 18th century saw the 
beginning of anthropology with the works 
of Buffon, Linne, (Zamper, Dmibenton and 
others. In the 19th century, anthropology 
officially took a place at the university as 
the natural history of mankind. Craniology 
was among the most important subjects 
taught. Parallel to this, the first anthro¬ 
pological museums and the first collections 
of skulls were created. Appropriately Call’s 
cranium is still preserved in the Paris 
Museum, Musee de I'Homme. 

The stignui earned by phrenology was 
mainly due to its popularisers. Gall himself 
was much more a man of the 18th century 
Enlightenment; he was a social reformer 
who deduced moral rules from his phreno¬ 
logy.* In the 19th century, scientists believed 
that science would be able to explain how 
a man belonging to an inferior race could 
act with such bravery. Scientific mastery 
was thus an important part of the colonial 
endeavour to control the physical world and 
was cemral to the works of social darwinists 
such as Spencer. In Indis^ H H Risley, census 
commissioner and ethnologist sought to 
demonstrate in his book. People of India, 
that the social status of the members of the 
various caste groupings varied ’in inverse 
ratio to the mean relative width of their 
noses’.^ Most ethnographers of the late 
19th century accepted the notion that 
anthropomo^ic research had some value 
and measured skulls as part of their mapping 
preoccupation. 

Knowing the native meant governing more 
effectively.' Colonial subjects were 
(ritjectified, scrutinised and classifled. Ft>r 
this purpose, museums were established. 
Anderson has defined the museum, together 
with the nup and the census as an instihition 
irf'power thtt “Biu^ied the way in which the 



colaaii] itaie imagined its dominion - the 
nature of the human beings it ruled, the 
geography of iu domain and the legitimacy 
of its ancestry".’ British colonialism was not 
akme in the collection and collating of such 
material. As late as in the 19SOs, the museum 
of Bremen contained no less than two 
thousand skulls from the colonial territories, 
out of which 84 from German East Africa 
were arranged in rows according to their 
cephalic index.'" 

Thus craniums were not only studied 
by the ‘rational’ minds of the time, they 
were also exhibited in museums for the 
consumption of the metropolitan crowds. 
Britain had by 1900, 230 natural history 
museums, and by 1910 more than 2,000 
science and natural history museums had 
been established throughout the world." 

The Colombo Museum was established by 
Sir William Gregory, the governor of the 
island. In his speech to thelegislati vecouncil 
he explicitly conveyed what were in his view 
the aims of a museum; 

The want of a museum, in which may be 
represented the natural history, antiquities, 
andindustTialproductsoftheisland.has been 
forcibly urged on me...For a comparatively 
small sum, considering the object in view. 
a museum may be constructed which shall 
not be a mere random collection of mis^ 
cellaneous objects, but a scientific, leaching 
exhibition, which white ministering to the 
amusement of many, may convey instruction 
to all who seek it.'* 

The purpose of the Colombo museum was 
articulated as two-fold, amusement at the 
sight of objects of wonderment, and 
education. In 1877 it opened its doors to the 
public. By 1915 the museum had improved 
tremendously. Visitors were able to wander 
through new exhibits from the mineral 
gallery, the mammalian gallery to the 
medieval gallery. Exhibits were labelled so 
as to inform and educate the visitors. A 
recent addition in 1915 was a wooden four- 
poster bed of massive proportions which 
bore the following inscription; 

This bed belonged to the last king of Kandy 
SriWickrama Rajasinghe. In January I8I.S, 
the king fled to Madamahanuwara. During 
his absence the palace was ransacked hy 
different people. Molligoda Adigor took the 
Royal bed and it was in his possession until 
his death on October 26, 1823." 

The history or rather the story of the bed 
was thus encapsulated in an explanatory 
vignette by colonial archaeologists. Pnst- 
cokmialinuseumising would follow the-same 
model of displaying selected items behind 
glass frames thus elevating them to the sutus 
of reined exhibits. Just as in the colonial 
museum each object is then vested with one 
explanation, one label. 'The story of the bed, 
for instance, isalmost certainly more conqtlex 


than that contained in the muaeum label But 
In the ctrionial as well as in the poft-coloiiial 
museum, iu story is limited, circled to the 
part it played in the Kandyan Rebellion. 
Modem museums used the same namewmk 
and joyfully classified and labelled all the 
items thus canying on the spirit of the 
EnlighteiunenL 

The museum that grew out of a typical 
I9th century colonial concern to collect 
knowledge about fiK Other and offer a 
selective representation of this knowledge 
to the natives, thus standing as an objective 
demonstration of the colonial appropriatiem 
of the world, later became the location for 
the self-definition of the new nation-state. 
The reversal of this powerful symbolic 
process central to colonisation, and probably 
to all forms of hegemony, took place with 
the return of objects such as Keppetipola’s 
cranium. The meaning of attefacu was never 
more contextual. Keppetipola's cranium 
while in Edinburgh was part of the knowledge 
system of colonialism. With its return to the 
Colombo museum in 1948 it became the 
symbol of the new and independent nation- 
state. The transformation of the museum 
IS more ambiguous. While the reason of 
the establishment of the museum can be 
traced to the prevailing orientalist fashion, 
the state had its own non-scientific reasons. 
Among these was the possible use of the 
museum as a way of legitimising colonial 
nile. Indeed showing the past grandeur of 
the Sinhalese was nothing less than an 
indiction of the contemporary natives who 
were no longer capable of their ancestors’ 
achievements. 

II 

Paradox of Ctdonialisai: 

KsuMlyans as AlUca 

It is a paradox that in the British empire 
the veiy men who conquered lands in the 
name of modern, civilisation valued the 
‘native aristocracy' far more than the 
upwardly mobile western educated sections 
of the local populatioa Ranger has shown 
how Europeans in colonial Africa thought 
of customary practices with respect and 
valued the age-old prescriptive rights. They 
did not fail to compare the sort of title 
which an African chief held with the 
gcntlemanliness which they laid claim to 
themselves.'" In Palestine a basic element in 
the British perception of the Arab m^oriiy 
was that Palestinians were degenerate 
Levantines of mixed race and questionable 
character as opposed to the 'authemic' Arab 
who was the desert Bedouin, gentleman by 
birth." ’The Brahmin in India was given 
pride of place as shown by Richard 
Westmaoolt’s i830staiiieorWainnHastiiigs 
accompanied by two Indians out of which 


one is tall, clasrically proponkmed bniHniR 
withashavenheadand topknot and theothcr 
a seated munshi or scribe bearded and 
lutbaned. the latter repretcnltngtlie Muslims 
and the former the Hindus.'* Thus the 
authentic Hindu was the brahmin just as the 
autbMtic Sinhalese was the high caste 
Kandyan, guanban of the adminbleqnalitiet 
of tradition. British respect weitt to what was 
regarded as the “teal native not the hybrid, 
university trained mule"." 

But just as in India where the Bitgiwli 
educated declared themselves committed to 
the common good and to progress, insisting 
that they and not the aristocratic noObles 
represented the larger public, in Sri Lanka, 
the westernised elite mainly from the low- 
country tried to show they were more worthy 
of trust than the feudal Kandyan chieftain. 
This trust was to be gained painstakingly by 
the Ceylon National Congress which 
spearhesKled the struggle for independence 
from the second decade rrf the 20th cetMury 
on wards. When Ceylon gained independence 
in 1948, it was clear that the British had 
chosen to trust the men whom they so despised 
a few decades ago. 

'The evolution of the attitude of the cokmial 
rulers towards the Kandyans offers a petaild 
to their attitude towards the nationalist 
movement dominated by low-country 
Sinhalese. As one lost ground the other 
gained. As independence became a 
possibility, colonial rule shifted iu support 
to the modernising forces to society. The 
turning point was the sittings of the 
Donoughmore Commissioo of 1927 where 
the federal scheme of the Kandymts was 
rejected. 

Kandyans as ‘OimsiED MmoaiTY' 

In the 1920s govemor Manning renctivaled 
theideology of racial tU ffcren c es and thro u gh 
purely political manoeuvres led two groups, 
the Kagans and the Ceyloa Tanili, In 
claim minority status. His policy was dmcled 
at creating enduring divisiotu withtn the 
elite while organising the estnutgemeht of 
minorities from the Ceylon Nalioaal 
Congress (CNQ. Why he feR ihu crippling 
the Congress was wotA dispensing so mtreh 
effort remaiiu obscure. Maimiiig knew Ihtt 
the CNC would repteseat a dai^ if k 
acquired national status, and if R succeeded 
in convincing the Cototriel OfBoe that it 
spoke for all coiunuailies even though the 
politicai game was restricMd to a choaca 
few. But there was no real risk of the CMC 
obtaining a Cantfluan type of roUawiag 
owing to the dominance of thn conaaroadsui 
in iu fold. In the cate of iha.IbMipaat 
Maiming was in ftet m o liv awi fc hhi a wi ^^ 
a desire to use Kandyan rttaaepi nk a 
counterpoise to the tefttua MwronHai 
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domiaited by tow-countty Sinhalese men, 
but also by real sympathy with the Kttidyan 
high caste aristocracy (Radalas) who 
ciystalliied the sense of collective grievance 
and political deprivation experienced by the 
Kandyan peasoiU. The Kandyan region was 
legarded^ptovincial agents and the British 
in general as the epitome of tradition, and 
they often displayed a patriarchal and 
protective attitude towards the Kandyans. 
The Kandyan Sinhalese had been regiMered 
separately fimn the low-country Sinhalese 
forthe first time in the 1901 Census, forming 
Grom then on the second largest comrminity. 
Inhdbitams of the interior of the island, 
namely, the Central, Uva, Sabaragatmiwa 
and North-Central Provinces, were included 
unongst the Kmidyan Sinludese. In 1921, 
the Kandyans numbered 1,089,097 thus 
accounting fu 24.2 per cent of the total 
population.'* They were less literate and 
having held out for two centuries longer 
against western penetration than the low- 
country Sinhalese, led lives based mainly on 
the village and ownership of land largely 
untouched by the commercial developments 
which had followed the exploitation of tea 
and rubber estates. The inroads made by 
British capital had. however, created the 
need for a subordinate entrepreneur¬ 
ship. Low-country Sinhalese had rilled the 
void. In the 19th century, the antagonism 
between government agents and these 
low-countty Sinhalese traders, labourers 
and arrack renters who settled in the 
Kandyan province following the planta- 
thm boom was widespread.'* There were 
many who interpreted the history of the 
idnnMion era as a conflict betwee n high 
caste Kandyans and low-country inter¬ 
lopers and sustained the impression that 
Kaodyarudifreredlundametitally from low- 
ommtty Sinhalese. Manning’s vision of 
Ceyioaese society was in continuity with 
these ideas. 

Thus, when Kandyan leatien began to 
echo the voice of the provincial agents and 
a ppropri a te the i r a rg um ent s to press for more 
political power. Manning lent them 
nncooditknal support. The crux of the 
discord between Ktorlyans and low-country 
Slnhtfete was the discrepancy, real or 
perceived, in the distribution both of deyimr 
power lesoutces - that it, the power re¬ 
sources which accrued to each individual by 
virtue of bia citixenship in the state, in 
pattictdar his right and aUlity to petitkm the 
t ove irn n en t and otgnise p^Wcal actkm - 
and ie /aefo powm resourcet such as 
education and weaMt. The most articulaie 
members of the Kandyan community 
invari d blytt ansl me d thissenroofdepiivatioo 
iiilo remedial poHtical activity. Manning’s 
task was easy. It consisted in canalistiig 


Kandyan fearsandditconteiit and presentiag 
their case in a siqipottive maimer to the 
Colonial Office. 

Kandyan leaderscleatlydidfeet threatened 
by the Colombo reform leaders. The 
‘Ceylooese’ natkaulism that they articulated 
was perceived as the aimouncement of 
political domination by the low-country 
Sinhalese and the extinction of Kandyan 
culture and tradition. J N O Attygalle used 
harsh words against the ’Ceylonese 
Britisheis’ whom he denounced en bloc as 
‘nouveaux riches’, professional politicians 
or adventurers, upstarts who were ‘averse 
to be called by thdr racial names Sinhalese 
wd Tamils which provoked inquiries Grom 
outsiders as to the places assigned to them 
socially by long usage and custom’.** In the 
Kaixlyan view it was inconceivable that the 
CNC should arrogate to itself the right to 
speak for the whole country. 

In 1920 there was considerable agitation 
for a substantial increase in the number of 
unofficial members in the Legislative 
Council. Congress pressed for the abolition 
of communal representation andfor territorial 
election and sent a reform deputation to meet 
Viscoum Milner, the secretary of state for 
the colonies.*' The Kandyan ranks were 
divided. T B Kobbekaduwa, a prominent 
Kandyan, addressed a message to his 
community just before his departure to 
England in which he stresses die necessity 
for a relationship based on trust if there were 
to be ethnic harmony in Ceylon: “Scorn the 
idea that a general electorate does threaten 
us with extermination cr the domination of 
us by others".** immediaiety prompted by 
Manning, a segment of the Kandyan elite 
sem a rival deputation composed of three 
lawyers of ladaU status: J A Halangoda. G 
E MadawalaandTB Moonemalle to London 
in June 1920. They pressed for the ratio of 
seats (i e, rive out of 13) which the Kandyan 
Association-formed in 1917-had deemed 
necessary to ensure their distinctiveness in 
a refonned legislative council.*’ Maiming, 
on hit tide, urged the Colontal Office to 
recognise the Kandyans as a minority 
community wMch needed to be represented 
in the refonned council by memben elected 
<m a frimchise confined to Kandyans.** 
Convincing the Colonial Office ^ the 
House of Commons, however, tm the 
Kandyans formed an oppressed minority 
which could only be protected by extendiiig 
the communal principle to tiiem presented 
some difficulty. In the Commons the under¬ 
secretary of stale was a sditary voice in 
favour of coaumnal representation. He was 
strongly attacked by Col J C Wedgewood 
of the Labour Party who believed that 
“oonsolidatioa of communal lepreaentation 
under representative government was a 


method used to divide nd rule”.** Hnally, 
unable to withstand Manning's unremitting 
pteasuteMilneryiclded to Ka^an demands. 
The Kandyans were allowed to elect their 
representatives through communal 
electorates and Manning gloated over the 
paucity of concessions made totheCoogreu 
ddegation. 

The 1920 reforms were based on the 
‘balance of power’ theory advocated and 
practised by Manning. Arunachalam who 
had led the Congress delegation had nursed 
hopes for something comparable to the 
Montague-Chelmsford reforms and had 
therefore strong reason to be disappointed. 
Representation had been so arraii^ that, 
in the words of the secretary of state, "every 
community shall be represented and while 
there is a substantial non-official majority, 
no single cmnmunity can impose its will on 
other communities if the latter are supported 
by official members”.** For the Kandyan 
community it meant a mere addition of one 
more representative. The victory, largely 
symbolic, was of importance. Prom this point 
onwards the Kandyan political leadership 
had the option of choosing between two 
possible allies: the low-country Sinhalese 
nuyority or the minority group thiu assuming 
a minority identity. Mwming had succeeded 
in making their su^ as a minority acceptable 
tp those in control. 

PouncAL Awakening 

In 1924 Kandyans began to take an active 
part in politics. At the electioiu to the 
legislative council held that year. Kandyan 
electorates having been changed into 
tetritorial electorates, only three Kandyaiu 
were elected for seven Kandyan scats. The 
CNC had assured Kandyan leaders that 
Kandyan electorates would not be contested 
by the low-couiUty nominees of the Congress, 
liie CNC was not, however, a party capable 
of imposing discipline upon its meinbers and 
preventing low-country Congressmen from 
being elected in Kandyan areas. The political 
setback of the Kandyans at the elections of 
1924 acted u a catalyst. An editorial 
interpreted the Kandyan defeat as the result 
of political ignorance: “The Kandyans have 
underrated the difficulties and trusted too 
much to their influence and prestige. They 
have never taken the trouble to grasp the 
intricacies of western ptdilics".** Wbtt was 
in fact suggested was that the Kandyan 
candidatea did not have a party capable of 
spreading their views in an organised 
campaign and still ^ied on thdr personal 
entourage for this purpose. The advice was 
well taken. In November 1924, a meeting 
was convened in the Kandy Town Hall to 
(hicuu the formation of an association of 
Kandyans based in Kandy. Speakers one 



rto- the other referred to the Kandyan 
Ion vendon, to the necessity to Mfeguatd the 
jhts Bccniing to them undtf theConvention 
ad to the intrigues of Colombo Congressmen 
ainst the Kandyans.” Most Kandyan 
lembers of the CNC, T B Kobbekaduwa, 
B Rainayake and others moved away from 
ongress and founded a new political 
isociationof Kandyan Sinhalese dominated 
r the chieftain class; the Kandyan National 
ssembiy (KNA). At the first session of the 
NA a ceremony destined to re-enact the 
1 st and herald the future took place. The 
hrit of conciliation with colonial rule was 
tipagated: the national identity of the 
andyans was stressed and their privileged 
lationship with the Crown and its agents 
as also .symbolically emphasised. Indeed 
e Union Jack was hoisted on the esplanade 
iposite the Dalada Maligawa; Kandyan 
liefs in their national uniform took up 
eir post at the flagstaff and after the long 
um (Magul Bcra) had been sounded, 
andyan drummers played on, ancient 
nhalese guns fired in salutation and the 
andyan national song was sung. In his 
esidential address P B Nugawela declared; 
ft arc at (he beginning of a great and high 
Iventure namely the rebuilding of our 
ilionality".^ 

Appearing before the Donoughmore 
>mmission for constitutional reform in 
•27, the representatives of the KNA 
iterated their self-perception now not just 
a nationality but as a nation, and proposed 
edcral scheme for the country;’" "Ours is 
it a communal claim or a claim for the 
grandisement of a few: It is a claim of a 
tion to have the right to live its own life 
d realise its own destiny". Much of the 
ndyan case was built on an interpretation 
the Kandyan Convention of 1815, which 
:y claimed was an argument between "two 
vereign and equal nations”. They did not 
cept the view that the Proclamation ot 
18. which had followed the Kandyan 
Kllion of 1817-18 against the British 
»cnce. had made the Convention invalid, 
tcresiingly the Kandyan National 
.sociation tried to build a national identity 
thoui ever referring to the role of the 
iiish in the fall of their kingdom. It was 
enterprise of historical .selectivity and 
;tincaiion. The anniversary of the rebellion 
IS conveniently forgotten, as it was not 
emed necessary in the I920sinamagoni.se 
; British after so many years of peace and 
endship. 

Hie scheme the KNA put forward before 
! Donoughmore Commission entailed the 
nsion of (he country into three differem 
tei, OIK consisting of the Tive Kandyan 
ivinces, one of the two Tamil provinces 
i one of the two low-couniry provinces. 


In each of these states there would be a 
legislative council and an executive council 
to deal with ceitain matters, for example, 
education, agriculture, provincial 
administration, land, medical services and 
the minttf judiciary and substantial control 
over local revenues to meet expenditure under 
these heads. The central or federal 
government would have in its charge matters 
that concerned the whole island, military, 
public works and railways, for instance.” It 
is interesting to rxrte that in the 1920s, plans 
for federal forms of governmem were very 
much in the air. In 1926. S W R D 
Bandaranaike had supported such a scheme 
anddedared; “A thousand and one objections 
could he raised against the systems but when 
the objections are dissipated I am convinced 
that some form of federal government would 
be the only solution.'^ 

However, the Donoughmore Commission 
was well aware that the KNA was expressing 
the views of feudal chiefs and headmen who 
were trying to protect their vested interests 
against the threat of a Ceylon, dominated by 
the more progressivelow-country Sinhalese. 
Opposed to the KNA and supported by (he 
Congress were organisations such as the 
Maha Jana Sabhas and the Sangamayas. The 
Maha Jana Sabhas were not exclusively 
Kandyan associations. Most of them were 
led by low-country Sinhalese Congressmen 
of the area. The Sangamayas were more 
specirically composed of Kandyans, catered 
for the lower caste Kandyans and stood for 
the abolition of communal representation.” 
Of the existence of such organisations 
opposed to the Kandyans of high birth, the 
commissioners had been notified. The 
Madhyama Lanka Maha Jana Sabha, for 
instance, had asked the governor in a telegram 
dated November 7,1927, to intervene against 
(be ‘ctKrcionemploycd by the KNA through 
village headmen' to obtain signatures from 
villagers for a memorial demanding sclf- 
govemmeni in the Kandyan provinces.” 
Moreover ■' soon became clear that the 
feasibility of the KNA scheme was doubtful 
and the motives behind it self-serving 
although it articulated the new sclf-perecption 
of the Kandyan leadership projecting the 
image no longerof a minority but of a nation. 
The Kandyan leadership’s refusal to identify 
with I he rest of ihc Sinhalese in spite of the 
obvious similarities exi.sting between them 
had reached a new peak during the 
Donoughmore sittings. 

The rvmoughmore Report rejected the 
Kandyan federal scheme. One of the main 
rea.sons put forward by the rommi.ssioners 
was (hat a federal .scheme would once again 
isolate the Kandyan community. From the 
l9J0s onwards colonial rule did not 
encourage the Kandy ans to develop a separate 


political identity. The British had decided 
to throw in thdr lot with the modenles of 
the Ceylon National Congreu who fauu de 
mieux represented the forces of unity and 
Westminster-styie constitutional pro¬ 
gress. But they ctmtimied to harbour the 
feeling that the ‘Kandyans' were more 
authentic and therefore worthy of special 
respect. On occasions when the etiquette 
was breached such as in a 1938 Buckingham 
palace reception when Peiris, a Siobolefe 
of the low-country, wore a uniform similar 
to one of a Kandyan chief, the British 
expressed their outrage. A British civil 
servant referred to Peiris disparagingly as 
“a member of the karava community of 
infenor social status in no way related to 
the Kandyans".” 

Ill 

Abaorptioo of Kandynniseas 
by Colonialism aad 
Nationalism 

Rixigio-Cultubai, Nationalism of the 
Early 20th Century 

In the early 20th century, the proponenis 
of Sinhalese-Buddhist nationalism emerged 
as the most prominent group within the 
religio-culiural mainstream of political 
activity. The brunt of (he attacks by 
Christianity and its evangelical elements had 
been borne by the Buddhists who formed 
(he largest single religious community. The 
Buddhist revival of the late 19th century 
gave nse to two movements of protest. The 
social and religious reformers, Angarika 
Dharmapala and Walinsinha Harischandra. 
led a campaign to protect places of BudcBuA 
vkorship. They were also leaders of the 
temperance movemeni.’'' i'cmpcrancehada 
dual purpose, l-irst it served to reiterate 
Buddhist strictures against alcohol which 
amounted loihe assenion anew of the validity 
and relevance of Buddhist values after yean 
of acquic.scence in the values of the foreign 
rulers. Sccnndly.it represented onthepcditical 
plane a move to attack the excise policy as 
an important source of British revenue.” 
With the temperance movemem iheie was 
an attempt to unite the masses using rdi- 
gion. Buddhism and anti-Christianity, as 
binding forces. At the beginning of I91S, 
this religio-cultunil stream of narionalism 
and the agitation of the constituiioaal 
reformists were showing signs of con¬ 
vergence; this was appwem at Uie celehn- 
tion of the centenary of the Kandyan 
Convention in March and at the NatioMi 
Day celebration in April.** 

Interestingly, this early nationaUtai 
propounded by men from the low coNMIty 
UKh as DharmapiJa. chose Kandyan tyatelt 
for the new nation they were imagiainf. Um 


onomic and Political Weekly July 26, 1997 


PE4» 





most telling-illustration is the dress reform 
movement Dharmapala spearheaded to 
restore Sinhalese pride in their culture. The 
osariya, today known as the Kandyan saiee, 
which was considered the true national dress 
for the Sinhalese woman was promoted by 
lay preachers throughout the country. One 
can speculate on the reasons for the choice 
of the osariya as opposed to the cloth and 
jacket. One possible explanation is that the 
national dress had to be decorative and 
flattering as well as regal since it represented 
the newly-regained pride of the Sinhalese. 
But at the same timeclotheshadtobe modest 
and 'decent': women were not encouraged 
to expose (heir navel or their ankles. The 
saree was the morally acceptable dress as it 
covered the entire body. Dharmupala’s 
recommendations on "how females should 
conduct themselves” were quite clear in that 
respect: 

A proper blouse should cover the breast, 

stomach and bock completely, a cloth 10 

riyans long should be worn as the osariya 

or saree.’* 

Aixrther possible rea.son for the choice of 
the osariya as the national dress was its 
Kandyan origin. While the low country was 
subjected to an array of cultural influences, 
the Kandyan kingdom had protected its 
purity. Portuguese, Dutch and British 
presence in the island had led to many 
imitations and syntheses in the dress of the 
Sinhalese. With the arrival of the Portuguese 
in the 16th century the great majority of 
women on the coastal belt took to the 
Portuguese long sleeved jacket rounded 
at the back and in the front with a V neckline. 
In the mid- 17th century, under the influence 
of the puritanical Dutch, lace collars, 
frills and hemlines began to be freely used, 
(n the early 19th century, urban women 
took to wearing European dresses, skirts 
and blouses. T^e osariya was seen not 
only as the ‘moral dress’, but also as the 
authentic, unspoiled and 'pure' dress of the 
Sinhalese.'*' 

In the years that followed, the religio- 
cultural stream of nationalism was overrun 
by the more modernist and secular reform 
movement led by theCNC.Inthc late 1930s, 
however the predominantly low-country 
Sinhalese nationalist movement began to 
look upon the ‘conservative traditionally 
minded’ Kandyans as allies. 

CouRTmc THE Kandyans: Sinhala 
Maha Sabha 

The Sinhala Maha Jana Sabha (SMS) is 
said to have been founded by Bandaranaikc 
in 1934.*' its purpose was clearly stated 
at the outset: to safeguard the legitimate 
iitteiesis of the Sinhalese race. The aim of 


the Sabha was to bridge the schism between 
the Sinhalese communities divided into a 
low-country and a Kandyan group as 
well as mutuallycompetingcastes. Only after 
this first step had been taken was it possible 
to work towards a higher unity, a unity of 
all communities. Although the SMS was a 
unit within the CNC, it acted as a rival rather 
than a partner to the Congress, undermining 
its national or at least pan-Sinhalese 
pretensions. 

The Kandyan political leadership had, 
from the inception of the nationalist 
movement, stood aloof from it, owing to its 
predominantly low-country Sinhalese 
composition. In 1937, thedifferent grievances 
of the Kandyan community were cxpres.scd 
in a memorandum by G G Rambukpota, state 
councillor for the Bibilc area. Only five 
Kandyans had been relumed in the 20 scats 
allotted to the Kandyan provinces. Kandyan 
candidates lacked funds compared to the 
low-country Sinhalese men, who he said, 
'had money behind them'. Another new 
danger came from those agitators who 
preached communi.st ideas to the plantation 
workers, it was for ail lhe.se reasons, he 
argued, that it was necessary to limit the 
franchise by an education and property 
qualification.*^ 

Another memorial from the Kandyans 
denounced both the low-country Sinhalese 
and the Indians: the Indian labourers, 
‘‘servants of the European planter [who] are 
to be our masters and rulers", should be 
excluded fmm territorial electorates and gi ven 
representation as agricultural labour on a 
communal or interest ba.sis.*’ A few years 
later, Kandyan fears of political extinction 
were aniculated more forcefully by the 
rejuvenated Kandyan Youth League which 
had been inaugurated in 1934.** All these 
demands were the work of men belonging 
to the higher rungs of Kandyan society, 
mainly of radala caste. It was not surprising 
therefore, that among the requests of the 
Kandyan Youth League had been the 
preservation of the headmen system though 
the request failed. 

The Sinhala Maha Sabha's position 
towards Indians was aimed very much at 
comforting Kandyan apprehensions. It 
denounced the manner in which the 
restrictions on the Indian franchise emflodied 
m the Donougbmore Constitution had failed 
to maintain any restrictions at all. The 
evidence of five years residence which was 
one of the requirements, was not insisted 
upon, and the second requirement, which 
was to sign a declaration of permanent 
settlement, had been a mere fortnalily.*’ At 
mectingsof (beS M S Bandaranaike projected 
a deliberate assimilation of Indian labourers 
with the imperialist power and preached a 


bleak future: ‘‘...before many yean pass, we 
will cease to exist as a people and a few 
miserable survivors will be left as the 
slaves of Indian slaves of the British".** 
in the official perception he grew to 
become the ‘protagonist of the Sinhalese 
crusade against Indians'.*' At the end of 
the 193()s, the Kandyan leadership began 
to think of Bandaranaike as a possible 
ally. Similarly the Kandyan Youth League 
was seen by the S M S os a useful organi¬ 
sation which could be absorbed in due 
course and brought under the control of the 
Sabha. 

In 1939, at the celebration of Convention 
Day organised by the League, Bandaranaike 
was the principal speaker. On the same day, 
iifColombo, the national day was celebrated, 
thus symbolising the growing links between 
the two Sinhalese communities. The 
following year, on the same occasion 
other low-country Sinhalese members of 
the SMS, such as C W W Kannangara, or 
A E Goonesinha of the Labour Party, were 
present. The 1941 celebration was attended 
by 1,500 to 2,000 people. D S Senanayake, 
Bandaranaike, and Kannangara were 
panicipants. Panabokkc Adigur, who was 
presiding, appealed to his 'low-country 
brethren' to consider the Kandyans as 
their young brothers, to co-operate with 
them and to lead them as “an elder 
brother on the path of progress, to obtain 
independence”.** 

The language was one of dependence. 
Prom this time onwards, Bandaranaike and 
his Sabha were to a large measure 
instrumental in lurgmg a stronger .sense of 
cohesion between the Sinhalese communities. 
His marnage to a Miss Ratwatte, daughter 
of Disava Barnes Ratwatte was of great 
sociological and political importance. As 
governor Caldecott remarked in 1940, the 
union between a flr.st rank family of the 
Kandyan highlands wilha first ranking family 
of the low lands represented an accretion of 
considerable political influence to the SMS.** 
The new links between the SMS and the 
Kandyan leadership were grounded more in 
a personal trust than on a reflected common 
platform. Although the Indian issue had 
brought them together it was S W R D 
Bandaranaike as a person who guaranteed 
the Kandyan elite that their voice will be 
heard. Kandyan support for the nationali.st 
cause was also reinforced by the incorporation 
of its traditional leaders in the governance 
ofthecoumry.ln 1944, the board of ministers 
recommend^ that a Kandyan, Sir T B 
Panabokkc, first Adigar. who had represented 
Kandyan interests in the old legislative 
council,be appointed Ceylon Representative 
to India as successor to the late Sir Baron 
Jayatilaka. This choice was indubitably 




motivated by political connderationi, at a 
time when it wai crucial to preient before 
the Britiih an imace of conciliation. The 
low-country Sinhalese were no longer 
considered as ‘foreigners', invaders or 
interlopers. The relationship evolved into 
one of accq>tance by the Kandyans of the 
benevolent dominance of the low-country 
Sinhalese. The nationalist movement had 
succeeded inco-optingthe Kandyan political 
leadership. 

Colonial Reconciuation 

Parallel to the nationalist movement's 
overtures to the Kandyans and eventual 
absorption of Kandyan symbols into the new 
nation, the colonial rulers were deflning 
what in their view were the emblems of the 
'authentic' Ceylon. The return of artefacts 
they had taken away was only one aspect 
of a wider process. Indeed during the 1930s 
and 1940s, the colonial rulers actually 
participated in defining what they thought 
was the uniqueness of Sinhalese civilisation. 
The study and preservation of Sinhalese 
texts was encouraged. The famous German 
orientalist, Wilhelm Geiger, completed the 
translation of the Sinhalese chronicle. The 
Mahavamsa, in 1908. A few years later, the 
government of Ceylon considered inviting 
him to the island to catalogue the manuscripts 
owned by the Buddhist monasteries, but the 
outbreak of the first world war aborted this 
project. In 1925. however. Geiger, under the 
patronage of the British government in 
Colombo undertook to edit and translate 
from the Pali the second part of the Sinhalese 
chronicle, The Cufcivanua.'" There was also 
arenewed interest in the Sinhalese language. 
At the end of the 19th century, the Ceylon 
branch of the Royal Asiatic Society had 
conceived the idea of a critical philological 
dictionary of Sinhalese, The original plan 
was revived in 1925. The explicit aims were 
a better understanding of the language and 
the building up of a “really fine modem 
Sinhalese literature''.” Colonial rulers were 
probably more concerned with appeasing 
the culture conscious members of the 
nationalist movement by displaying 
interest in the local culture. In 1926, work 
began with the Ceylon government 
guaranteeing full support. This set the trend. 
In 1935, the colonial secretary constituted 
a commission headed by Pakeman which 
aimed at preserving public records, col¬ 
lecting unpublished manuscripts, and 
translating and publishing Sinhalese 
documents. There was also a new bene volem 
attitude in regard to indigenous arts and 
medicine. Thus, the traditiona] British 
position that the local population should be 
shielded from 'quack' medicine, was 
abandoned in 1927 when state sponsorship 


was given to indigenous systems of 
medkine.^^ 

Indeed during the last decades of British 
rule, demands for the restoration of Buddhist 
relics held in museums in Great Britain began 
to be received with some amount of sympathy 
by British authorities in Ceylon. In 1939, the 
Ananda Bikkhu Sangamaya forwarded a 
resolution to the secretary of state requesting 
that the relics of the venerable Sariputta and 
Moggalana lying in the Victoria ami Albert 
Museum be returned.” Governor Caldecott 
acted as the intercessor on this occasion as 
well as a few years later for the return on 
an ivory tooth representing the Sacred Tooth 
of Buddha in the Dalada Maligawa in 
Kandy.” Most of the objects relumed had 
been taken away from temples and their 
return to their original place can be read as 
a symbolic redemption for past sacrileges. 
There was also some concern over the use 
that nationalists could put to these relics if 
the British clung on to them. The return of 
these objects can further be read as an 
acknowledgement that the objects deemed 
significant enough to be taken away and 
displayed in western museums were the 
very objects deemed important by the 
nationalists. Thus Buddhist relics were 
placed very high in the list of objects to be 
returned. 

There were other objects too that were 
returned to Ceylon during this period. In 
instance after instance the mode of 
presentation of the 'gift' being returned 
exemplified the British perception of a 
nation which was essentially Sinhalese and 
Buddhist and which privileged and Kandyan 
heritage. 

In 1934, the Hindu Organ reported that 
“before a large assembly gathered in the 
audience hall the Duke of Gloucester ictumed 
to the people of Ceylon the throne and crown 
of the kings of Kandy".'" The fact that these 
symbols of Kandyan royalty were initially 
to be handed over to a social entity called 
Ceylonese and were to be placed in the state 
council chamber instead of the ancient 
Kandyan audience hall, and this in spite of 
protests on the part of the Kandyan chiefs, 
reveals the British views of Ceylon as a 
unified nation as well as the willingness of 
the ministers to ccmstruct a Sinhalese identity 
privileging the prestigious Kandyan heritage, 
it was only later that the throne was brought 
to Kandy. Interestingly Sri Wickrama's 
ceremonial throne and footstool had been 
fashioned by the Dutch in 1692 as a present 
for the then king. It was probably made 
either by southern Indian or Sinhalese 
craftsmen. The throne was coveted in gold 
sheeting and encrusted with jewels. Its arms 
were a pair of lions of Sinh^a. and a large 
sun, symbolising the origin of the Kandyan 


monarchs, tiirmounts its back. The Kandyan 
throne's authenticity could have b^ 
questioned. After all was it not an object 
modelled in the Dutch style and sculpted 
possibly by south Indian craftsmen? 
Although it had been customaiy for them to 
rule from thecushioned 'gaddi', the Kandyan 
kings had used this Dutch made throne ever 
since they had acquired it. After the 1818 
rdiellion, it was shipped to England, together 
with the lion-standard of the king, in the 
custody of Brownriggs son who was charged 
to present it to the prince Regent. There is 
further irony in the fact that this throne was 
used throughout the 19th century at Windsor 
Castle for the ceremony of investing knights 
of the Garter.'* 

This renewal of interest in the Kandyan 
heritage is also evident in the requests for 
the return of a Kandyan gun in 1939 to the 
national museum from Dublin, additkMial 
articles of the Regalia of the last king of 
Kandy from Windsor Castle in 1936, and 
a painting of the Dutch governor receiving 
ambassadors from the king of Kaitdy from 
the Royal Asiatic Society in 1937. 

As indqiendencelooined the literate classes 
in Ceylon grew mote concerned that a variety 
of Ceylon's antiquities, including 
Keppctipola's cranium were deposilcd in 
museums and private collections abroad. An 
editorial in 1947 recalled the ‘large haul of 
ancient coins discovered in Campola which 
found its way to America" and urged the 
Ceylon gosemmeni to take India's request 
that Indian antiquities including the 
celebrated diamond which adorns the 
Impcnal Crown be restored to the Indian 
people as an example. The return of objects 
which were part of the 'national heritage' 
was especially menuoned.” 

On September 23, 1947 the governor 
invited D S Senanayake, the leader of the 
UNP to form a cabinet as his was the party 
that had won the largest nurriber of seals at 
the elections. The next day. after a fotmd 
ceremony held in Kandy aitd a leligiout 
offering of flowers at the Maligawa sMne, 
D S Senanayake addressed the aadofi in 
English, Sinhalese and Tamil. These acts 
summarised the tensions underlying a 
seemingly peaceful transfer o( power. Kandy 
symbolishod tradiiicin and purity from foieiga 
influences, the Maligawa symbolised 
allegiance to Buddhism and the tnlinguai 
address symbolised the acceptance of 
plurality. The new nation was an inteiesting 
conglomerate. The lenim of Keppetipola’i 
cranium, built up by both the colonial nitat 
and the nationalist leadership as aurtiea li c 
treasurefinheritance of the new BattM. 
symbolised the contradiciioBS of 
building in this land, its rictioen Mri to 
tensions. 
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Globalisation, Nationalism and Ekxtnomic 

Policy Reform 

BaMev R^J Nayar 

The recent wave of economic policy reform in the developing world has been seen as a necessary consequence 
of a changed world economic system. Though the key feature of the changed world economy is the element of 
the heightened economic globalisation, it has not led to weakening of economic nationalism. This article argues 
for arriving at a new balance in the interaction between these two social forces influencing economic policy 
reform wherein the state and market are not seen as adversaries but as partners in economic development. 


PHE last quarter of the 20th century has seen 
1 wave of economic policy reform in the 
leveloping world, with one country after 
mother taking the liberalisation cure, often 
mposed by the international financial 
nstitutions. This wave of reform had been 
receded by a quarter-century of state- 
lirected effort at economic development, 
luring which time the goals of economic 
elf-reliance and import substitution 
ndustrialisation (ISI) were the hallmarks 
if development strategies in the less deve- 
oped countries. These goals seemed parti- 
ularly justified, given the long experience 
if these countries with colonialism and 
Ik agricultural nature of their economies. 
Itete was, besides, intellectual support for 
hem from Keynesianism and the new 
liscipline of development economic.s, 
specially in view of the historical memories 
if the massive market failures of the 
lepression years. However, all this seemed 
3 be overt^en by the subsequent surge of 
iberalisation. 

Economic liberalisation covers many 
spects of policy, but the central issue at 
take is the relative role of the state and 
larket in the operation and management of 
K national economy. The contemporary 
rovement in economic policy reform has 
volved the retreat of the state and the 
bedding of many of its economic functions 
n favour of the market, which has been 
ccorded a wider and increasingly important 
ole. An interesting question pertains to 
whether there are limits to the shrinking of 
K state, or whether the process is destined 
3 lead to tbe withering away of the state. 
Iqually important is the question as to 
/hat ought to be tbe approbate relation- 
hip between the stale and market for pur- 
oses of effective economic pcrfonnance. 
'.K way to investigate thcM questions 
'ould be to carry out narrowly-ddimited, 
mpirically-based studies of one or mote 
xcific episodes of economic policy reform 
j OIK or more specific counteics. However, 
would seem that there is some intellectual 
aerit in examining the questions more 
roadly and holistically - so as not to miss 
Kfotest for the trees - from the perspective 


of the different logics of the state and 
market and, in the process, in defining the 
fundamental issues they raise for economic 
policy reform, and in setting out the ways 
in which they place limits on the complete 
triumph of otK or the other in the economic 
arena. 

The recent wave of economic policy reform 
in the developing world has been seen as a 
necessary consequence of a changed world 
economic system. The key feature of the 
changed world economy is the element of 
the heightened economic globalisation, 
which provides ikw external challenges as 
well as opportunities for development. As 
globalisation has accelerated, it h^ come to 
loom large in the perceptions of policy¬ 
makers. and adjustment to it in the form of 
economic liberalisation and the shrinking 
of the state has moved to the forefront of 
their economic agenda, even when not 
imposed on them. The phenomenon of 
economic globalisation provides the widest 
possible context for the examination of 
economic policy reform. Economic globa¬ 
lisation hm refers to the integration of 
economic processes across political borden 
so that the behaviour of economic agents is 
oriented to the global market rather than 
particular national markets; in short, it calls 
attention to the laws of motion of the 
global market. However, economic globali¬ 
sation leprescnts cmly one part of the equation. 
Equally necessary to the understanding of 
economic policy reform is the opposing 
social force in the form of economic 
nationalism. Whilediverse meanings go with 
the term, economic nationalism's core is 
constituted by the paramountcy of the 
national economic interest against the claims 
of other nations.' 

Economic globalisation and economic 
nationalism are the two fundamenial forces 
that have been shaping the world's economic 
terrain over Uk last few centuries. The two 
forces ate obviously related to each other, 
with globalisation both opposing and 
provoking economic nationalism as well as 
transforming and transcending it, even as its 
own apparently inexorable pathof expaiuion 
and possible evetuual triumph hw been 


continually interrupted and re-diiected by 
nationalism. Both contending forces are 
integrally linked with markets and stales, for 
both have been fundamentally rooted in the 
rise of markets and states in the modem era. 
Indeed, economic globalisation is simply a 
fuller expression of the expansion of tme or 
more markets to a world scale, while 
economic nauonalism is nothing but the 
manifestation in the economic areiu of the 
consolidation of states in the international 
system. They thus simply represent another 
level of the working of markets and stales. 
At the same lime, each by itself as well as 
in interaction with the other generates . 
pressures for economic policy reform which, 
in turn, has principally to do with the roles 
of stales and markets in economic affairs. 
One of the vital questions for the developiitg 
world near the end of the century therefore 
becomes precisely the relationship of 
globalisation and nationalism to economic 
policy reform. 

The central argument of this article is that 
economic globalisation has been on therise, 
but it has not meant necessarily the weikening 
of economic nationalism, which tends to 
find new incarnations. In the interactioii 
bet ween these two socid forces, new balances 
ate arrived at and effort needs to be directed 
towards studying how they influence. 
economic policy reform. At the same tme, 
in economic policy tefonn the stale and 
market need not be seen as adversaries in 
a 7ero-sum game but as parmen in economic 
development; however, thispamerdapiends 
to be facilitated more by some types cf 
regimes than by others. 

In explonng the fundamentals of tbe 
interaction of globalisation and natkaialism 
aitd its reittionshiptDthe agendaofecono m ic 
policy reform in the developing world, this 
paper looks at (I) the rise a^ expansion of 
globalisation; (2) the nationalist shaping of 
markets by states in their external role in 
relation to other states, with paiticiilar 
emphasis on national security and ecomaifte 
autonomy; (.^) the continuing ocmmHtp nC. 

economic nationalism,espeaallyana«gib' 

developed coumries, in theomlmatirihi 
post-war deepening of ^ Mh a Mam fan ; and 
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(4) the nationalist shaping of markets by 
states in their internal rote within society, 
highlighting therelationshipofthestructui^ 
characteristics of states to the potential for 
effective economic policy reform. 

Rise and Expansion of Globausation 

Economic globalisation can be said to 
have originated in the development of a 
Kgional international market in Europe as 
foreign trade increased following the 
commercialisationof agriculture and national 
specialisation in agricultural activities after 
the Middle Ages.' Meanwhile, in a process 
which can be fairly characterised as 
imperialism, several European states as they 
consolidated themselves during the course 
of the “long” 16th century began bringing 
other vast geographic regions of the world 
under their political control and domination. 
In this manner, many of what bad been 
earlierlargely autonomous and self-sufficient 
economies of these regions were subordinated 
to the European economies. Thus, theorigins 
of economic globalisation lie in the rise of 
capitalism in Europe and the penetration by 
capitalism from that economic core into the 
regionai economies of the periphery around 
the world. The process of penetration across 
the globe was not accomplished all at once 
but took place in a succession of expanding 
concentric circles. 

This process was leinfoiced by the rise of 
industrialisation, which arose as a 
spontaneous development in Great Britain, 
t^ghdefinitely akM directly and indirectly 
by the state.’ After having achieved its own 
industrialisation under mercaniilistic 
auspices, Britain turned to liberalism in the 
19tli century, for it now perceived greater 
economic advantage for itself i n the operation 
of freer trade as the most advanced iridustrial 
power. However, it has received mote credit 
for its liberalism than was deserved, for in 
practiceits trade pedicles towards other states 
were invariably affected by realpoiitik 
considendians.* More paiticul^y, in relation 
to the less developed world, while Britain 
preached the virtues of liberalism, it also 
insisted, through political and military 
coercion,on other nations opening their doors 
to economic penetration by it. Economic 
globalisation thus developed not simply 
through the operation of some autonomous 
economic forces, but military power served 
as its necessary midwife. It was carried 
forward on the wings of military power, and 
consequently its first challenge to 
economically backward and politically weak 
areas was invariably a milit^ challenge to 
their security. The rise of in^triaiisation 
in Britain, because of the radical difference 
it made to the acquisition of wealth and 
power, and therefore to economic welfare 
and military security, forcefully persuaded 
other European powers and European 
colonial settlements around the globe to 


launch their own programmes of 
industrialisationunderstrongly protectionist 
or mercantilist policies, intellectually 
legitimised by Alexander Hamilton in the 
US and Friedrich ListinGctmany. However, 
this option of economic nationaHsm was 
firmly closed for most countries in Asia and 
Africa because they were overwhelmed 
militarily by the North Atlantic powers and 
rendered into colonies or semi-colonies. The 
only exception during the 19th century was 
Japan, both because of the perspicacity of 
its leadership and the geopolitical fact that, 
situated at the north-eastern edge of the 
Eurasian continent, it was far removed as a 
prey from the industrial powers. Interestingly, 
the goal of industrialisation was integrally 
linked to the search for national security 
through military power in Japan’s 
development as it was in that of virtually 
every major North Atlantic power. 

Although economic globalisation has thus 
been under way for long, there is an essential 
difference nonetheless between the earlier 
“extensive” or “widening" phase of 
globalisation, which linked the entire w^ld 
economically, and the more contemporary 
"intensive” or “deepening” phase. The 
extensive phase can be said to have been 
completed by first world war. The North 
Atlantic states had been especially active in 
extending globalisation in this phase during 
the course of the long period between the 
end of the Napoleonic wars and first world 
war. The period largely saw internal peace 
among the North Atlantic powers while they 
were engaged in the enterprise of extending, 
forcibly or otherwise, their economic and 
political sway over the entire world. Indeed, 
it was Lenin’s profound insight that the 
origins of first world war lay precisely in 
the completion of the imperialist enterprise 
of bringing the entire world under the 
domination of the North Atlantic powers and 
dividing it up among themselves, at which 
point they turned - as they were bound to 
- against each other over the question as to 
who should preside over the newly-created 
world economy and international system.’ 
That question remained unresolved until the 
end of second world war, which explains the 
economic and political turmoil of the interwar 
period. 'The outcome of that war, however, 
placed most of the world, though not all of 
it, under the military, political and economic 
hegemony of the US. > 

It IS with the end of second world war that 
the intensive or deepening phase of 
globalisation began. Until then, the economic 
integration of the wmid was largely confined 
to international trade among national 
economies, with the underdeveloped areas 
in the periphery tied in a colonial economic 
reltfionship, serving assites for the extraction 
of natural resources, often as tribute, and as 
kept markeu for the manufactures of the 
North Atlantic powers. On the other hand. 


industrial production in the world econo 
was largely organised In national systei 
which were largely, though not exclusl v 
responsive to thdr internal markets. In 
post-war period after second world war, 
US as the new hegemony reorganised 
world’s economic institutions, chiefly in 
form of GATT and the Bretton Wo 
system, to establish what has be 
characterised as a liberal internatio 
eeonomic order, but one that was clet 
designed to serve the interests of the ad vam 
industrial powers, more particularly the I 
Under the protective framework of 
political and economic hegemony of the 
across the world, powerful Americ 
corporations, looking for new markets 
their search for larger private prof 
spearheaded the setting up of product 
centres in many countries, especially 
Europci organised and co-ordinated fri 
their headquarters in the US. So vigotc 
was the new thrust of expansion abroad 
them - now transformed in the process ii 
multinational corporations (MNCs) - tl 
cries over the spectre of American dominati 
went up in Europe, particularly in Fran 
However, in due course American Mhi 
were joined by MNCs from among the all 
of the US in the OECD, and the expansion: 
thrust undertheirjoint aegis accelerated frt 
the mid-1970s onwards. Whilereflectingt 
heightened globalisation, these MNCs, 
turn, became the key agents in : 
intensification. 

The deepening of international econon 
integration by the end of the century 
evident in several new developments.* F 
one thing, there has been the accelerat 
growth in international trade, not on 
absolutely but also as a proportion 
economic production which, in the thr 
decades between I960 and 1990, douM 
from lOpercent to20percent. Theexpansii 
of world trade at a rate higher than that 
world output is a significant indicator of t 
heighteningof globalisation. Evcncountri 
whose dependence on foreign trade w 
traditionally low have seen substanti 
increases; thus, in the case of the US, tl 
share of trade in its GDP doubled in tv 
decades from S.6 per cent during the secoi 
half of the 1960s to 11 per cent during tl 
second half of the lOSOs. Such expansii 
in international trade was accompanied I 
significant structural changes, with tl 
proportion of manufactures in wor 
exports rising from 60 per cem to 69 p 
cent between 1970 and 1990, while ra 
materials and agricultural products co 
respondingiy declined from 28 per cent 
less than 16 per cent. 

Second, and mote profoundly, econom 
production has come to be incteasin 
organised on a global basis.'This is manife 
in the fact that 40 per cart of the world tnr 
during the 1980s was managed within d 



MNCs. It it evident also in the spectacular 
increase in direct foreign investment (DPI). 
The total DPI stock in 1S>90 amounted to 
1,100 billion dollars, having multiplied 20 
times since 1960. Wholly or partly foreign 
owned corporations were responsible for 
more than one-third of the world economic 
product. Meanwhile, the increased economic 
glohalisation has resulted in new patterns of 
co-operation and competition among the 
multinationals. While greater globalisation 
has made for fierce competition, it has also 
brought about a pattern of “strategic alliances” 
among MNCs because of the tremendous R 
and D costs of new technology. Third, there 
has occurred the rapid internationalisation 
of money markets, with the international 
money trade expanding six times during the 
1980s, such that the daily volume was “more 
than SO times as large as that of commodity 
markets”.’ As well, computer-based, instant 
satellite communications has resulted in a 
global capital market that functions round 
the clock. The international movement of 
capital has acquired an independent life of 
itsown, unrelated to the needs of international 
trade. Fourth, globalisation has generated a 
nascent common world culture of 
consumerism. The same brand name 
products, such as those from Coca Cola, 
Colgate, or Sony, dominate in markeu across 
the world. 

These developments arc said to have 
created a new world, a world charactensed 
by deeper economic interdependence - no 
doubt, unevenly .spread, but interdependence 
nonetheless. Given such interdependence, 
the question arises as to what are the 
implications of this phenomenon for the 
making of economic policy in the less 
developed world. It is necessary to explore 
this question against the larger canvas of the 
interaction between stales and markets, which 
as social organisations underlie the 
phenomena of economic nationalism and 
economic globalisation. 

STATIiS AND SHAPING OH MaRKCTS: 

ExTbRNAL Dimension 

Politics and economics as speciali.scd 
activities for the pursuit of power and wcalt h, 
respectively, have been evident in human 
society .since the development of social 
differentiation in human groups beyond the 
level of tribes or folk societies. But the 
unique organisational expressions of these 
two activities in the modem era - indeed, 
these iwoorganisational expressions are key 
etemenis in the very dcrinitioii of the era as 
modem - arc stales and markets.' These two 
mighty innovations generated by Europe 
came to dcrinc European civilisation over 
the Iasi three centuries or so. As seen earlier, 
they additionally enabled Europe to 
overpower physically the rest of the globe, 
and in turn diffuse the two social institutions 
across it either by force or by example. That 


proceas of building states and markets in 
areas outside Europe, and even in some parts 
of Europe, is a process that is still going on. 
Indeed, that is the very heart of the 
contemporary challenge of development for 
the less developed world. 

The two mighty innovations of Europe 
began their development in the 16th century. 
Although some inleipretations, as in Marx, 
see the economy as the primary determinant, 
with the modem stale viewed asan outgrowth 
of markets, others see the state as prior and 
determining. In the latter view, conflict among 
kingdoms led to the formation of the modem 
stale,'’ with war activities between states and 
the con.sequeni need for mobilising greater 
economic resources leading to the 
development of markets. Besides, in line 
withtheirprior and determining status, states 
have always attempted to keep markets 
suitordinate to the higher interests of the 
stale. Given the ambiguity of social facts, 
the dispute between these two contending 
views is unlikely to be resolved, but it is 
sufticieni to note that, in the broad sweep 
of history, stales and markets arose about 
the same time. Their rise was pan of the birth 
of modernity in the world, while it in turn 
pushed modernity further. Having arisen 
together, the two social organisations, even 
as they have their separate spheres, arc 
interacting forces, affeciing each other. They 
are dialectically connected, even as they 
have their separate logics."' 

The market is a co-ordination mechanism 
for the exchange of goods and services on 
the basis of relative prices. Ideally, it is a 
self-regulating mechanism which bnngs 
together buyers and sellers on a competitive 
basis. Driven by the motive force of 
maximising private gam. the market orders 
the overall productive system on the basis 
of demand and supply, determining the 
allocation of resources among the various 
economic activities. Its key feature of 
competition between buyers and sellers 
serves as the driving force behind the noted 
efficiency of the system. The competition 
determines which economic actors will 
survive or flounsh on the basis of their 
efficiency. Survival in competition on the 
basi.s of efficiency often rests on innovation 
in technique in production and distribution; 
indeed, technology has become an 
independent factor in production besides 
land, labour and capital, and a potent sounx 
of economic and political powerin the world. 
The characteristic efficiency of the market 
system IS believed to advance the absolute 
wclfareof society, sincccverytHie gains from 
it, at least over the long-term, even if not 
in the same measure. This absolute 
advancement of economic welfare is based 
on the law of comparative advantage, where 
everyone contributes on the basis of one's 
endowment and benefits accordingly. The 
law, of course, entails a division of labour 


among economic actms, with specialisatioo 
based on their capabilities. 

Absolute gain for all, obtained through the 
market system resting onadi vision of labour, 
implies that there is a basic and ultimate 
harmony of interests among economicactors, 
and thatthe market system should acconhngly 
be allowed to expand since all would gain 
- eventually even if not immediately. 
Similarly, it suggests that political boundaries 
ought not to be allowed to stand in the way 
of such market expansion, and that differera 
political units ought to be brought within the 
compass of a single market ectmotnic system. 

That at least has been the liberal creed since 
Adam Smith, who .saw markets, if left alone, 
to be self-regulating and socially beneficial. 

In liberalism, absolute gain emefgent from 
the market system has priority (as against 
relative gain which is critical to states) while 
political boundaries are seen as an obstacle 
to the efficiency of markets (as against their 
being regarded as constituting the very 
definition of stales). Yet, instead of 
proceeding on the assumption of such 
absolute harmony in the long run. states have 
constantly intervened in their extenud 
markets or their economic relations with 
other states. Why that should have been to 
takes us to the nature of states. 

Tlic modem state exists in a world of other 
state.s, which are demarcated from each other 
lemiorially with defined boundaries, with 
each state sovereign over its people and 
claiming exclusive loyalty, monopoly of the ^ 

legitimate use of violence, and sole 
responsibilityforthcprotectionofitsieniiory f 

and the welfare of its people. The key jl 
concerns of the state are fundamentally two: t' 

security in relation to other stales and ij 
legitimacy in relation to its population, at i 
least the important groups v^in it. Each j 

concemhasacr>i.icalbearingo(imaikeisand j 

the economic system. ^ 

National Security: Confining the dis- | 

cussion for the moment to (he first caacem, § 
security is the primal interest of stales. U b | 
their very raison d'etre, situated as they are ^ 
in an anarchical inter-state system. Security, 
inium.rcquirespowerorcapidiilities.iegant- 
less of whether they are sou^ independemty 
or in alliance. Such capabilities pertaiii, in k 
the first instaiKe. to the military arena - the f 
si/e and preparedness of the armed forcea 
and the si/c and lethality of their weaponry. * 
But such military power, in the ultimate 
analysis, rests oneconomkcapabilities. nail 
Kennedy succinctly articulaies the con- 
neciion: "It sounds crudely mcicantilisticto ' 
express it this way. but wealth is usually / 
needed to underpin military power, and ;' 
military power is usually needed to acq^dan 
and protect wealth”. Thm is a caveat, hew- 
ever, for there is a tension between th e t w n . 
demcMs. which coinpiicaies the bah' nf 
decision-makers who are charged nrhli 
the responsibility for formulatiag nbinnal 
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policy. If too much is spent on security, less 
will be available for investmoit and the 
likely result would be economic weakness 
- and therefore military weakness - in the 
long term; if too little is spent, the likely 
consequence would be vulnerability to 
security threats from others in the shott- 
tenn. Ibe historical conclusion is nonetheless 
compelling; “The history of the rise and later 
fall of the leading countries in the Great 
Power system since the advance of western 
Europe in the 16th century... shows a very 
significant correlation over the longer term 
between productive and revenue-raising 
capacities on the one hand and military 
strength on the other”." 

It can thus easily be seen why states 
intervene in markets, both domestic and 
foreign. They do so in the first instance in 
order to make sure that they have the 
ecttnomic capabilities to undergird military 
power. Economic development or capital 
accumulation is patently essential for 
security; indeed, it is taken to be an 
“imperative” by the developing countries no 
less than it is by the developed countries." 
It is noteworthy that it was national security 
that made economic development the first 
priority of the state in Japan, South Korea 
and Taiwan. Given the close relationship 
bm^ecn capital accumulation and security, 
economic issues are not always, and cannot 
therefore be, evaluated in terms of economic 
criteria alone. Strategic interests of the state 
are, and have to be, taken into account in 
the formulation of economic policy; indeed, 
they usually form the ordering framework, 
even if not always made explicit, for such 
policy. To take a narrow technical view only 
of economic issues, as economists normally 
tend to tio, and to ignore the larger geo¬ 
political architecture associated with states 
is myopic and is likely to put national security 
at risk. Impodantly, in respect of security, 
the reference point for any particular state 
in regard tocapabilities is always other states; 
inother words, the state's view of capabilities 
is Aindamentallyrdati ve. States {ueinterested 
not just in absolute capabilities but, critically, 
tdativecapabilities. For, relative capabilities 
areessential to the reduction of vulmnabilities 
in relation to other states, both military and 
economic. Accmdingly. states intervene in 
markets to ensure that their capabilities 
relative to other states improve and not 
deteriorate. But this task has to be 
accomplished with some prudence and 
delicacy, so that excessive intervention does 
not undermine the very condition that is 
desired. 

EconemkAuUmomy: Apart from national 
security, there is. how^a, another external 
dimension to the intervention by states in 
markets to assure both wealth and power, 
a keener understanding of which requires a 
little backtracking in histmy. As states and 
markets arose in the I6th century, they had 


somewhat comrary effects on the political 
and economic organisation of the world 
States tended to politically fragment the 
world, organised as they were on the basis 
of territoriality, legal sovereignty, and 
cxclusivcdomesticjurisdictkm. On the other 
hand, markets as they expanded tended to 
encompass several states within a single 
division of labour. As noted earlier, they 
further tended to promote the integration of 
the several regional economics of the world. 
Though over a considerable period of time 
the integration of the world economy took 
place through physical force, many countries 
also took part in it willingly as they saw 
economic advantage in it, in absolute if not 
relative terms. They participated in it, and 
continue to participate in it, because there 
is economic advantage or, put another way, 
because there is some economic penally in 
not participating in it. 

Even as it may ha ve the potential to ad vance 
human welfare, economic globalisation also 
re.sults in the transfer of disturbances from 
one part of the world economic system to 
other parts of that system, as abundantly 
conveyed by the oil shocks of 1973 and 
1979, and also by the market crash of 1987. 
It also generates disturbances in national 
markets as the entry of economic agents 
from the outside, such as multinationals, 
affects the fortunes of local economic actors. 
While the deeper economic integration of 
the world provides an apparent autonomy 
to the working of the global economic system, 
with its own laws of motion, it at the same 
time exercises an overpowering impact on 
national economics. National economies are 
increasingly buffeted by world economic 
forces and processes which are not always 
amenable to effective national control. The 
consequence can be serious economic 
dislocations. 

Such economic dislocations may 
eventually make for economic advancement 
and strengthening of economic capabilities 
through encouraging entrepreneurship and 
forcing the pace of innovation, but they can 
also result in the weakening and erosion of 
capabilities, marginalisation, and de¬ 
industrialisation. Regardless, they invariably 
make for gainers and losers. They 
consequently let loose struggles over shares 
in the economic product, which necessarily 
pull states into them, with the struggles then 
carried out within and between statesj^uch 
struggles necessarily feed into economic 
nationalism, forstatesare loath to lose control 
over their national economies when the 
consequeiKes can be disruptive for them and 
their societies. While willing to accommodate 
globalisation for the economic betKlits it 
may bring, all states prefer to maintain a 
certain level of national autonomy in 
economic affairs vis-a-vis other stales. 

There is a more structured aspect to the 
impact of glohalisatitm, beyimd the cyclical 


ndepisodicdisnqitionsthatmayaoooinpany 
it, that has implications for economic 
nationalism. The ecormmic integration of 
the world has been based on economic 
specialisation, which has tended to place 
countries in a hierarchical order. It has 
tesulted in di viding the economies into “core” 
and “periphery”, often through economic 
and military coercion during the successive 
stages of an expanding wmld economic 
system. Even though thedistinction between 
tte two categories may be blurred at the 
margins, the core economies have been the 
centresof autonomous growth and expansion, 
more advanced in technology, specialising 
in manufacturing and the production of 
higher-value goods. In brief, the core 
economies have been the dynamic cemres 
of economic power. On the other hand, 
peri(drery ecoixMnies have stood at the other 
pole, largely rendered into a source of raw 
materials and labour and a market for the 
higher-value manufactures of the core. The 
periphery economics were also rendered 
dependent on the core, with the core having 
the ability to transfer its economic 
disturbances to them or to dominate them 
politically, and thus to condition their 
development. Indeed, in some cases, the 
economic agents of the core-the multi¬ 
nationals in the post-war period - came to 
exercise dominant control over periphery 
economies. Globalisation, inihis perspective, 
appears then not as a neutral universal force 
exerting itself uniformly around the world, 
but rather as representing the pressures of 
the economically advanced part of the 
world on the less developed part in an 
asymmetrically interdependent and hier¬ 
archically organised intemaiional economic 
system. The actors in the less developed 
part lack economic autonomy and are 
simply the objects of the decisions of the 
advanced pan. 

It has bMn the abiding contribution of 
dependency theory, rising in revolt against 
modernisation the^, to link the location of 
societies in the hierarchy of the international 
economic system with the possibilities of 
national development. Dependency theory 
was deeply pessimistic about the prospects 
for development of the periphery as long as 
it was integrated into the world economic 
system, which drained its economic surplus. 
It therefore recommended breaking away 
from the world system in the cause of 
development. Of course, this radical recom¬ 
mendation masked an a priori preference of 
the theoiy's proponents, often unstated, for 
socialism. In its determinative prognosis, 
dependency theory was subsequently 
discredited with the rapid industrialisation 
of South Korea andTaiwan and their breaking 
out of the p^phery precisely throu^, like 
Japan earlier in the post-war period, 
deepening their integration with the 
imematloi^ economic system by way of a 



trategy of export-propellod growth, 
lowever, whiledependency theory as theory 
no longer viable, iu en^haait on the 
ntemadonai system as a factor in national 
levelopment is enduring. It is not without 
ignificance that all the throe aforementioned 
ountries made their industrial transition 
Oder the political and militaiy umbrella of 
lie US, while South Korea and Japan 
dditionally had a substantial physical 
resence of American armed forces on their 
oil. Interestingly, China’s adoption of an 
open door” economic policy in the post- 
ao period was based on a prior de facto 
trategic alliance with the US against the 
oviet Union and on an understanding over 
ccess to the American market. Furthermore, 
re discrediting of dependency theory as 
ieory does not dissolve the fact of 
ependenceorthe lack of national autonomy 
s a major aspect of existetuial reality in an 
symmetrically divided world. 

Economic depettdence in a hierarchical 
'Olid economy has implications for the 
conomic capabilities and well-being of the 
opulations of the periphery states. If the 
conomy is conditioned by outside forces, 
isiurbances that are likely to be transferred 
) them from the more powerful economic 
entres would affect local populations 
dversely. in turn bringing the legitimacy of 
le wielders of state power into question. 
Lgain, dependence within a global system 
f economic specialisation makes periphery 
ountries vulnerable in the world, not only 
conomically but also politically, since to 
e less advanced and weak ecommically 
leans to be weak and vulnerable politically 
I the interstate system. And for states what 
as mattered is not simply absolute gain 
rithin a world economic system but also 
riati ve gain in an interstate political system 
relaii ve gain as bet ween core and peri phery, 
ut also as between different gradations of 
ore and periphery. Known as "political 
»lism" in international politics, this 
erspective, when translated into the 
conomic sphere, has been referred to as 
lercaniilism, and has historically served as 
le action framework for countries that are 
»s advanced and therefore less autonomous, 
m the other hand, the core states, with the 
dvantage of being economically advanced, 
Bve often insisted on liberalism as the 
isciplining framework for the world 
conomic system which they domimUe and 
enefit from. Indeed, one can quite 
itimately maintain that liberalism is the 
conomic policy of the strong and is at base 
le mercantilism of the more advanced 
conomic powen! 

Prom the very dawn of the differentiation 
etween thp core and periphery in an 
Kieailngly integrating world economy, 
spendett slates have intervened to modify 
leir integration into the world economy and 
> develop greater economic uitonomy so 


as to advance their national inleresu, whether 
in terms of their relative economic and 
political position in (he international system, 
or the welfare of the local population. They 
have intervened to replicate, in whole or in 
part, in (heir own economies the economic 
structures of the core countries. Thus was 
inaugurated in one country after another 
“catch-up” industrialisation, as if in a ripple 
effect. As against the core countries which, 
because of their initial economic head-start 
and therefore economic advantage, believed 
in free or liberal trade, or “outward 
orientation”, the late industrialisers adopted 
mercantilistic or protectionist policies to 
foster economic growth and development. 
In this fashion, they tended to cut down their 
integration in the worid economy, fora shorter 
or longer period, at times with a view to 
subsequent re-insertion into the world 
economy on a more equal basis with the core 
countries, that is, co-ordinate with them rather 
than subordinate to them. In other words, 
they tried to disengage themselves from the 
world economy or to disassociate, or to 
delink from it.thaiis.they chose an economic 
strategy of “inward orientation” or “self- 
reliance". They did this in varying measure 
and through various techniques - tariffs, 
quantitative restrictions on imports, and 
non-tariff barriers. Some carried mercanti¬ 
lism to an extreme so as to set up national 
autarkic economies, as in the case of the 
Soviet Union and Maoist China. It is nonethe¬ 
less clearthat marketsdonotexistascreatures 
given by the form of nature but are con¬ 
stantly shaped by states, in considerable 
measure because of the very iniemaiional 
economic and political order in which they 
are located. 

Justified as excessive inward orientation 
may be in terms of national security and 
dependency-reversal or economic autonomy, 
there are costs to it also, however, since 
countries adopting this economic strategy 
fail to take advantage of the opportiiniiies 
and advantages that participation in the larger 
world economy provides. This specific 
strategy can, moreover, introduce serious 
economic distortions and therefore 
inefficiencies and heavy economic costs. 
For, in attempting to simply replicate the 
economic structures of the core, it limits 
taking adequate, if not (he fullest, advantage 
of the paiticulsr endowment of the country. 
One consequence is the setting up of high- 
cost economies that produce goods of low 
quality which no one on the outside wants, 
making for serious balance of payments 
problems. By the same token, the result is 
the smuggling in of goods and currency and 
(he setting up of a parallel black economy. 
Stales areconsequeiiily led to weigh carefully 
the relative advantages and disadvantages of 
participation in and withdrawal from the 
worid economic system. The principal issue 
in economic policy reftmn for states on the 
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external dimension therefore becooiet the 
orientation of the national economy to the 
world economy. Should the posture be one 
of inward orientation or outwmd orientadoii. 
disassociidion or association, delinkage or 
linkage, “closed door” or “open dooi^. or 
some combination of the two7 This is an 
issue that cannot have a single answer for 
all time and for all countries. The answer 
would depend on the size of the economy, 
(he nature of its endowment, its stage o( 
development, the capacity of its institutions, 
and its geo-political location in the interstate 
system. Nor can there be a single answer of 
national scope. The issue would need to be 
constantly evaluated for the vaiioiis economic 
sectors in terms of costs and benefits. Pertupt 
the issue itself should be not either-or, but 
to what extent. The response would also 
need to take intoiKcotait the specific features 
ofthe international economy. Hcre,thestage 
of intensive globalisation seems to raise 
profound questions both for social scicoce 
and for the protection of domestic industry. 

Intensive Gumausatxin and Role 
OP THE State 

The intensive phase of globalisation after 
second world war has made for increased 
interdependence in (he world, especially in 
contrast to the situation during the 1930s 
when stridently mereantilistic “beggar-thy- 
neighbour” policies were dominant among 
the advanced industrial powers. Indeed, the 
increasing pace of interdependence and its 
political ramifications have since the early 
1970s led to the development of a new 
school of thought in the discipline of 
international politics, variously desoibed at 
liberal institutionalism, globalism, or 
transnarionalism,'’in an endeavour to replaoe 
the traditianal state-centric view (bat pohtiCBl 
realism represents 

ThenewschoorspostureonthetntitiOBal 
perspective is well expressed in the iMe of 
Raymond Vernon’shook SovemgnQr or Boy 
and in that of Walter Wiiston’s Tile TWighr 
of Sovereignty, as also in such statemeais m: 
'The nation-stale is just about through as aa 
economic unit” (Chales Kind l ebc i ger) and 
“the nation stale is a very old-fashioned idea 
and badly adapted to aerve the needs of our 
present complex world" (George BsQ).** 
More elsborstely. Sullivan underttaes four 
decisive ways in which the new school is 
said to differ from realism in its p^wf***** 
universe.” First, there has occurred the 
diminutirm in the role and function of the 
stale in international affiiin. fiallowiag the 
rise of other governmental and aon- 
govenunental interaational orgamsadone. 
particularly MNCs.svhichexcfdselevenifl 
on the uMenal politics as well as esMieil^ 
relations of stales. Monover, SUMS aauMlg ' 
longer the unitary acton of oid feat 
of taige bureaucracies sriudi 
divided end subject to infliMaoe Mttaly by 


rfrfv 



domestic forces but also external actors. In 
sum, the state’s traditional role has been 
drastically reduced. 

Second, there has been a change also in 
the nature of the dominant issues in 
international politics. Military-security issues 
have become downgraded in the face of the 
rising critical issues of population explosion, 
food security, and threats to the world’s 
ecology. Being global in nature, the new 
issues cannot be addressed by anyone nation 
alone or in alliance with a small group of 
nations as was the case with military-security 
issues. On the contrary, they compel co¬ 
operation among states rather than rivalry 
as had been the pattern in the past. Third, 
this requirement of co-operation has been 
reinfoi^ by the intense interdependence 
that has come to characterise the international 
system not only in economic areas but also 
in communications and transportation. 
Hnaliy, the nature of military technology 
itself, with the development of nuclear 
weapons, places constraints on states to resort 
to the traditional means of staiecrah cemring. 
in the final analysis, around war. In brief, 
these developments are said to have made 
the tradition^ state obsolete and realism 
outmoded. 

While the institutionalist perspective has 
an air of intellectual novelty ab«ut it, it is 
really only a new incarnation of an old 
challenge to realism. The history of the 
disciplineofintemational politics has. indeed, 
been marked by several success! veoutbreaks 
of debate between realism and its 
challengers.'^The issue is controversial, but 
this much can be said with certainty that 
predictions about the demise of the state 
have been made before, most patlicularly in 
the early part of the century prior to first 
world war. Though the state as a political 
institution cannot ever be presum^ to be 
permanent, so far each time that the 
predictions have been made they have proven 
to be exaggerated and premature, pointing 
to the continued robustness of realism. True, 
there is evidem increased interdependence 
today compared to that during the interwar 
period, and it may well lead to a nascent 
internatiofud community, but there is some 
question about whether there is more 
interdependence today than at the end of the 
last century in terms of the share of trade 
or foreign investment in the world output." 

Moreover, the state, whether as existing 
fact or aspiration, continues to be the focus 
of loyalties of peoples, and the world has 
actually seen a vast expansion in the number 
of slates in the post-war period Political 
legitimacy is invariably organised on the 
basis of states, notwithstanding greater 
economic interdependence. Purthermore. 
state behaviour in the interstate system 
continues to revolve around the expectation 
of war. The post-war period has seen no end 
(0 war, though the theatre of war has 


undoubtedly shifted to outside the North 
Atlantic area. The contemporary ere has, 
indeed, witnessed wars with massive 
casualties among both civilians and 
combatants, such as in Korea and Vietnam, 
the most recent one being that in the Persian 
Gulf in 1991. The major states continue to 
maintain large armies for combat, while the 
American military girdles the globe with 
numerous bases. Besides, the absenceof war 
over a given period of time does not mean 
the irrelevance of power, for the world 
continues to be structured by power, which 
at its deepest level is constituted by militaiy 
power. 'The nuclear powers have endeavoured 
mightily to sec that their military advantage 
is not eroded by the diffusion of nuclear 
weaponry to others, while the power 
oligarchy at the United Nations does not aim 
to give up any of its statutory privileges. 
Even the liberal institutionalists perforce 
acknowledge that the strategic arena lies 
outside their claims about the co-operation- 
inducing impact of interdependence, which 
isthensaidto pertain chiefly to the economic 
and social arenas. 

Realism versus Liberal Institutionalism'. 
Out.side the strategic arena, a strong case was 
made by liberal institutionalists from the 
1970s onwards for the constraints on states 
emergent from interdependence and for the 
enhanced possibilities of international co¬ 
operation. In due course, the school came 
to place much store in the concept of 
‘international regime’, which was claimed 
to constrain the self-regarding behaviour of 
states. Developed in the discipline of 
international political economy, the concept 
referred to the overall framework of rul« 
and norms governing activity carried out 
between states in a given sector. More 
elaborately, regimes were described as “sets 
of implicitorexplicit principles, norms,rules, 
and decision-making procedures around 
which actors' expectations converge’’." 
Liberal institutionalists saw, notwithstanding 
the pervasive interstate conflict, the gradual 
but parallel emeigence in the world of an 
international society centring on co-operation 
among states. In an increasingly 
interdependent world where elites are 
compelled to interact repeatedly, the 
institutionalists maintained, social practices 
or regular! sedpatternsof behaviour develop. 
As these persist, they acquire a normative 
aura and come to act as constraint^ on the 
behaviour of leaders. A variation on this 
approach, while taking the state to be a 
rational, egoistic, utility-maximising actor, 
holds co-operation between states to be both 
necessary and possible. Utility maximisation 
is not seen as a bar to co-operation but rather 
requires and induces it. for in the absence 
of co-operation the result would be sub- 
optimal outcomes for most parties. Once 
patterns of co-operation are thus estab¬ 
lished to co-ordinate slate behaviour, they 


tend to pereist because of the flmctioni 
they perform and in (uin come to influence 
state behaviour. 

The notion ofinieniatlonal r^roe in liberal 
institutionalism conveys the impression that 
it is an element that stands above the interests 
of individual states, something that is 
supranational and neutral in respect of their 
particular interests. In contrast, political 
realism takes an entirely different position, 
holding international regimes to be simply 
an epiphenomenal reflection of the 
underlying distribution of power." In other 
words, at the base of the apparent consensual 
framework of norms and rules of an 
international regime lies a particular structure 
of power in the international system, which 
determines and upholds that framework. That 
is to say, a dominant state or set of dominant 
states in a given configuration of power 
usually finds a particular normative frame¬ 
work more appropriate to serve its interests 
and is able, through coercion or consensus, 
to make it i^evail in the intemationai system. 
In this interpretation, then, international 
regimes last as long as the given balance of 
power lasts, only to be replaced by a new 
international regime consonant with the 
changed balance of power. 

Long accustomed to being the dominarn 
approach in the study of international politics, 
n^ism had initially been put on thedefensi ve 
by the new views of the proponents of liberal 
institutionalism, especially since it had paid 
little attentirm to economic issues. However, 
as students of realism began to investigate 
such issues, they demonstrated that the 
institutionalist case was weak and that 
realism, with its focus on state behaviour as 
a function of national interest and power, 
provided a more robust explanation of the 
relationship between states and markets in 
the age of economic interdependence. 
Already. Gilpin had shown that the 
phenomenon of the post-war expansionary 
thrust of American MNCs was grounrted in 
the provision by the US of an overarching 
intemationai political framework under its 
hegemony.’’ Subsequently, a seriesof authors 
demonstrated the continuing and paramount 
relevance of power and national interests in 
what superficially seemed instances of 
operative international regimes; Grieco and 
Gowa in trade, Kresner in communicalioiu, 
Cafruny in shipping and Nayar in aviation.^' 
In mMters which bme on distribution of 
relative gains or losses, as distinguished 
from technical co-ordination, these studies 
showed that state behaviour was guided by 
national interests and power. 

Power has been similarly manifesi in 
economic governance at the world level, 
which enhances the capacity of the powerful 
iomanagedistufbancesfromtheintaiiatkmal 
economy. Liberalism hu been generally 
taken to be the distinctive principle under¬ 
lying the American design for the post-war 



Internitional order. However, even an 
admirer of the American economic design 
has undolined the conditional nature of the 
commitment to that principle by calling it 
'‘embeddedliberaiism”, insofar as it reserved 
for the powerful states the right to transfer 
adjustment costs to the international system 
(read: weaker suites) in case of conflict 
between liberalism and domestic weifare.^ 
Besides, the advanced industrial states 
stnictured thedeciskm-makinganangements 
in the Bretton Woods institutions, such as 
the IMP and World Bank, to assure a 
dominant and determining role for 
themselves. Later, the G-7 summits were 
organised as an oligarchical arrangement of 
these same states to make decisions on the 
management of the world economy to the 
exclusion of the rest of the globe. 

Ckcupying the dominant position in the 
international institutions of economic 
governance, the advanced indusuial states 
established international economic 
arrangements that serve primarily their 
interests. Even if globalisation al.so places 
some constraints on their options, they arc 
able to limit them by virtue of their dominant 
position. On the other hand, attempts on the 
part of the less developed countries to change 
the system to also favour their interests, as 
in the case of the new international economic 
order movement, have been sternly derailed. 
There is thus a vicious circle here: economic 
weakness requires but thwarts change in the 
international economic order, which in turn 
perpetuates economic weakness. As a 
consequence, often the sole alternative left 
for the weaker states is to work within the 
confines of the existing order which has been 
fostered and issustainedby the economically 
powerful states and serves their interests. 
The only choice for them is thus to restructure 
their own economics internally to fit in with 
the existing order, barred as they are from 
changing it by their weakness. State elites 
in the developing world may go into 
sociological rage over this compulsion but 
that is how the world works. 

The advanced industrial states have been 
in the forefront of advising and, indeed, 
pressurising the less developed countries 
(LDCs) to liberalise their economies and to 
become integrated into the world political 
economy over which they preside. However, 
while preaching the virtues of globalisation 
and liberalisation to others, these same stales 
have not been above practising protect! onism 
themselves. In trade, this has been obvious 
for so long in regard to non-tariff harriers 
that such barriers have been made into a part 
of the accepted international economic order. 
GATT had originally permitted developed 
countries to undertidee measures to allow 
their economies and industries time to adjust 
to cheaper LDC imports. This provision 
was, however, meant only for a^ication 
overthe short-term, but the industrial powers 


instead turned it into a viitually permanem 
feature of the Unde landscape. 

Even as they establish quotas on LOG 
imports, the developed countries proclaim 
their commitment to free trade. They are able 
to maintain the myth in respect of free trade 
because the quotas are ostensibly pan of the 
so-called “voluntary export restraint” 
arrangements adopted by LDCs, but which 
are in actual fact imposed on them. Again, 
the advanced industrial states articulate 
strongly the advantages of openness to their 
multinationals and urge the LDCs to adopt 
policies to welcome them. What is 
noteworthy, however, is their actual 
protectionist stance when it comes to the 
presence of foreign multinationals on their 
own soil. The disparity between the rhetoric 
broadcast abroad and practice at home is 
particularly striking. This is over and beyond 
the earlier fostering of their indusuialisation 
invariably under mercantilist auspices. 

The Developed Counirics and Foreign 
MNCs: Japan's capacity to fnislrale entry of 
foreign MNCs. through restrictive controls, 
until its own firms are strong enough to 
prevail in competition in any sector is 
legendary, in relation to their domestic 
market, the Japanese have not seen foreign 
MNCs in their self-proclaimed role of 
advancing economic growth but rather as 
holding the threat of domination over the 
local economy, the stunting of the growth 
of domestic entrepreneurship, as well as 
retarding technical progress since MNCs 
preferred to do their R and D at home. 
Similarly.Germany,despite its liberal image, 
has had mechanisms in place to thwart 
threatened takeovers by foreign MNCsofits 
important firms in key sectors. These 
mechanisms were strengthened in the wake 
of increased inflow of OPEC money after 
the early 1970s. Again, France has remained 
vigilant, shrewd and innovative in 
safeguarding Che interests of French firms, 
and looked for a “French solution” in the 
first insiuicc when they were threatened by 
foreign MNCs. However, rather than 
elaborate on these ca.ses, the analysi.s here 
focuses on the ll,S in view ot its leadership 
role in proclaiming the virtues of MNCs 
and in pressing for free access for them 
abroad.’' 

Among the developed countries, the CS 
provides an apt illustration of the proposition 
that stales do not generally attack problems 
that they have not yet encountered. As the 
strongest economic power in the post-war 
world, the US could not be easily threatened 
by others; accordingly, if it did not undertake 
specific measures to protect its firms against 
foreign firms over much of the post-war 
period, that should occasion no surprise. 
However, the rise of Japan as an aggressive 
foreign investor and the growing financial 
prowess of Orec countries in the early 
1970s quickly sparked an active debate on 


bow to protect Americtm industry against 
foreign takeovers. The situation cWmtted 
the US with the “unhappy prospect of a sh»p 
break in policy if any extreme measure of 
control l$tobeexercised”(p 114). It nonethe¬ 
less resulted in the initiation of measures 
empowering the administration to block 
inward foreign investment when it was felt 
to be necessary. The success of the American 
determination to protect its industry did not, 
however, depend on the rigour of iu formal 
legislation, for - given the economic muscle 
of the US - a mere hint of possible dis¬ 
approval was sufficient to deter outsiders. 
It is noteworthy, moreover, that most 
corporations of any significance in the US 
are invested with the aspect of “national 
security”, and can easily be protected by the 
nation^ security laws. Thus, in 1974, the 
defence department was able to block the 
Kuwaiti attempt to acquire Grumman. 

The entry of Japanese MNCs and the inflow 
of OPEC money nonetheless heightened 
concern. Some, however, felt that the US 
was already sufficiently protected against 
foreign takeovers: indeed, “the problems 
many foreign multinationals experience in 
establishing themselves in the US are to 
appear, to foreign business minds, toaiwwni 
to a systemic policy of hindrance or 
exclusion" (p I IS). One illustration of the 
predicament that foreign imiliinatioiialsfaced 
was the successful intervention by the Civil 
Aeronautics Board to block the acquisition 
of Ronson by the Italian firm Liquigas on 
the ground that it operated a small hdicopier 
business, no matter how far removed it was 
from its main business. Thecase inspired the 
comment that “all any US company needs 
to do to protect itself against unwelcome 
foreign takeover is to engage in some 
subsidiary air transport business” (p 116). 
Still, in the belief that American finns 
required greater protection, a rash of 
proposals ensued, with the US Congress as 
the mam locus of action, to restrict foreign 
control of equity at S per cent. 

In reaction, president Ford created a new 
inter-agency committee in I97S with the 
mandate to monitor and review foreigD 
invcsimems, to co-ordinate policy 
implementation, and to ask the Economic 
Policy Group and the National Security 
Council to notify a foreign government where 
foreign invcsiment was believed to have an 
impact on the national interest. Notification 
to foreign governmentt was thought to be 
sufficient to stop acquisition, for the US 
treasury believed: “it is almost inconceivable 
that a foreign government would persist in 
this country over the strong objections of the 
US government. Even if it were insensitive 
to the implications, it would realise tlu|llia 
US govemmem could always take 
after the fact" (p 117). One crucial levanl|it 
that the US could use to bring any coai|Mdiy 
to heel was the dependence of atoat big 
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corporations on govemment contracts with 
thdr “buy American’’ thrust. 

Ahanalysisintheearly 1980s by Canada’s 
Foreign Investment Review Agency (FIRA) 
underlined that the US followed an active 
ptdicy to prevent investments that it did not 
consider desirable. Besides the “plethora of 
laws, regulations, agencies, hearings, 
programmes and ordinances at both state and 
federal levels”, there was the very ambiguity 
in the rules - as if by design to deter - as 
well as the undue delays and the prospect 
of one or more of a score of regulatory 
agencies, such as the Interstate Commerce 
Commission, the Civil Aeronautics Board 
or the Securities and Exchange Commission, 
going beyond their mandates to scrutinise 
and Mock investment “precisely because it 
is not US controlled”. In addition, FIRA 
believed, in the words of one authority, that 
“a raimber ofsectors were expiicitlyprotected 
fri>m foreign investment; shipping, aviation, 
aeronautics, communications, nuclear and 
hydro-electric power, banks, insurance, real 
estate, mining, maritime activities and 
defence - which in itself encompassed a 
whole range of industries” (p 127). And, 
above all, there hung the uncertainty 
emanating from anti-trust legislation. 

The US Congress was, however, not 
persuaded of the adequacy of protective 
measures already in place, and it wanted 
even more strin^nt control. In 1988, the 
Exon-FIorio provision was enacted into law, 
enabling the govenunent to prevent foreign 
MNCs from acquiring con^ for reasons 
of national security. However, the term 
national security was deliberately left un¬ 
defined and seemed to coverimplicitly every¬ 
thing except “toys and games, food, hotels, 
restaurants and legal businesses” (p 131). 
James Florio, one of the sponson of the 
legislation, declared tlua “a strong ecoiKMnic 
base is as essential to nttkmal security as 
ace we^Miu” (p 132). Several Japanese, 
Swiss arid Swedish firms were block^ from 
making acquisitions, while performance 
lequiremems in respect of technology transfer 
and research were imposed in other instances. 
Meanwhite, efforts were mounted in the 
Congress to further strengthen existing 
legislation. 

What is noteworthy is that not only has 
there been a consensus-in the US Congress 
over blocking takeovers by foreign MNCs 
in sectors consklered important by the US, 
but there is a groundswdi of setuiment in 
the country about the threat An impres¬ 
sionistic survey by Katuer. as part of a 
lese a c ch project on ^obalisation. illuminates 
tUs sent i ment; the survey involved group 
(hscussions with some 300 people in mote 
than 30 companies in four Amoican cities. 
Kaiuer found that “even people who support 
open markets, whose own jobs are secure 
in companies benefiting from global ties, 
and who are generally positive about the 
growth potential of the global economy 


ponder local consequences and draw lines 
in the sand”. The reaction to foreign 
investment featured two chief characteristics; 
worry about loss of controloverthe country's 
destiny, and injury to natiorul pride. There 
prevail^ the fear that the US is “gradually 
being sold off to foreigners" and that the 
country is losing its competitive position 
because of the buying out of its technology. 
Kanter also noted feelings of discomfort on 
the part of some Americans at the reversal 
of roles in the successes of foreign companies, 
with the takeover of American companies 
bei ng percei ved as “a sign of failure”. I ndeed, 
such sentiments resulted in “buy domestic 
campaigns”, led by the Crafted with Pride 
in US Council and the discount chain Wal- 
Mart with its “Bring It Home to the USA” 
programme.” 

Interestingly, these reactions are similar 
to those expressed in LDCs during the 1960s 
and 1970$ towards American investment 
abroad. They were then dismissed as un¬ 
warranted chauvinism and xenophobia by 
both government representatives arid scholars 
in the US. However, it seems that the Ameri¬ 
can cosmopolitanism of the time was simply 
misunderstood. For, the US has, in fact, 
a stridently nationalistic country, only its 
nationalism has had a global scope; its very 
globalism is, indeed, an expression of its 
nationalism. Evety president in the post-war 
period has afTiitned American resolve and 
determination to remain number one in the 
world. That is simply taken to be the manifest 
destiny of the US, expressed in the title of 
a book by one authority; Bound to Lead}* 
Today, however, the situation is somewhat 
different, with the tables seemingly turned 
on the US in terms of economic power and 
foreign investment. The resulting mood of 
anger affects not just the populace or the 
politicians but also otherwise sober-minded 
scholars. 

Important insights into the relationship of 
economic power to economic well-bMng 
and national security are provided by one 
of America’s foremost internationally- 
renowned scholars, Samuel Huntington. 
Favourably quoting the statement “econo¬ 
mics is the continuation of war by other 
means”, Huntington makes a shrill case for 
the continued economic primacy of the US 
in the world, which is takm to be under siege 
by Japan through a deliberate strategy of 
economic warfare. “Japan", he say% “hat 
accepted all the assunqKions of realism but 
applied them purely intheecorramic realm.... 
Japanese stndegy is a strategy of eccmomic 
warfare.. Japanese strategy, behaviour, and 
declaratkms all posit the existence of an 
econonuc cold war between Japan and the 
US”. The consequences for the US of this 
new cold war are considered very serious 
and potentially dangerous, given the 
increasing American dependence on Japan 
for technology and money and as well the 
rising Japanese penetratioa not only of the 


American economy but also of its polity and 
society.” Huntington then asks for decisive 
measures for the US to triumph in this 
economic cold wsr much as it did in the 
strategic cold war with the Soviet Unkm. 

What the foregoing review demonstrates 
is that the phenomenon of mercantilism or 
economic nationalism is not just a passing 
phase peculiar to the stage of industrialisation 
but is of continuing relevance in state 
behaviour, manifesting itself in new 
incarnations corresponding to changing 
phases in the international environment 
Indeed, the latest incarnation has been the 
formation of economic blocs, such as the 
European Community and the North 
Anrerican Free Trade Area (NAFTA), which 
are liberal only within but protectionist 
without. Economic globalisation has not 
erased or ousted economic nationalism, only 
made it assume newer forms. If nationalism 
thus continues to inform economic policy 
in the already affluent developed countries, 
should it occasion surprise if it arises in the 
LDCs, given their more serious concerns 
about penetration, control and domination 
by powerful outside economic forces on a 
much larger scale. What is surprising is that 
the developed countries, despite their own 
protectionist behaviour, tend to be dismiss! ve 
of LDC concerns. 

The conclusion for the LDCs cannot, of 
course, be that they close their doors to 
globalisation, for that path of economic 
ghettoisation imposes serious costs. The 
experience of the Soviet bloc and China is 
vivid testimony about both the di^iculties 
and disadvantages of economic insulation as 
well as the advantages of participation in the 
global economy. That said, however, 
participation does not mean “open door” 
across the board and surrendering of national 
control 10 economic forces from the outside, 
or allowing national assets to be swallowed 
up by foreign MNCs. Rather, new balances 
have to be worked out between states and 
inarkras, between economic nationalism and 
globalisation. 'The watchword has to be 
selectivity, just as it is in the developed 
countries. With the nttional interest kept 
paramount, policy on the relationship 
between states and markets, both nttionM 
and international, needs to take imo accoum 
changing circumstance rather than be a 
prisoner of dogma or routine. To be sure, 
the content of the national economic interest 
it not susceptible to precise description, but 
the behaviour of die advanced industrial 
states leaves little doubt about the general 
ends that inform it - national security, 
economic autonomy and mast welfare. 

Statu and Shatinc op Maxkets; 
iNnuNAL DmeNsioN 

It it not only the relatkmship of the state 
to its external i^ng, political and economic, 
that leads to effotu on the part of stales at 
the shaping of markets, national and 



intemidolul. Similar oonaequencei follow 
alfo ftoin the internal comimisioiu of ftates. 
Juat as security is the coitral concern of 
states in relation to other states, l^tiinacy 
it the key concern of states in relation to their 
societies. Legitimacy refen to the tacit or 
explicit support of key groups in society to 
the core institutions of the state. Such support 
may be obtained by a state in return for the 
protection accord^ to groups or for the 
advancemem of their interests, or for both. 
Since advancement of group interests 
revolves primarily around material concerns, 
legitimacy also compels the acquisition of 
capacity on the part of states to assure delivery 
of economic goods and services. Thus, like 
luuional security, legitimacy also requires 
economic development or capital 
accumulation, so ihslt there are resources 
available in society to satisfy material 
concerns. States therefore cannot be 
indifferent to the economy, for it has direct 
implications for legitimacy. 

Given that both states and markets are 
concerned with the economy, a principal 
issue for both research and policy has bKn 
as to what are the appropriate roles for markets 
and slates in the economy. The issue arises 
because, even as states and markets have 
their separate logics, their operations affect 
each other and therefore are not likely to be 
left alone. Markets determine gainers and 
losers, and they decide the economic fate of 
different classes of producers, such as 
capitalists and workers. They do so not only 
in times of growth and expansion, but 
especially in timesofeconomic crisis. Indeed, 
Marx saw social conflict arising out of crises 
of overproduction and immiserisation of 
workers to be structurally built into markets 
under capitalism, inevitably leading to 
economic collapse. Unlike Adam Smith, 
Marx saw not harmony but class struggle as 
the inherent consequence of markets uiKlcr 
cafhuilism. The notion of conflict among 
classes as an unavoidtMc featureof capitalism 
became the intellectual hallmark of Marxism. 
Regardless, through the differential impact 
they have on various societal groups, markets 
have a crucial impact on political power. 
Their operations affea the material interests 
and welfare of different groups and classes, 
and therefore the legitimacy of government. 

No state can therefore leave markets 
completely alone. After all. markets exist for 
human groups, not the other way around. 
.Stales intervote to protect key groups that 
are important to their legitimacy, and 
therefore endeavour to regulate the economy 
in order to overcome “market failures". 
Keynes provided the theoretical rationale in 
the 1930i forstaie intervention and regulation 
of the economy, holding that, contrary to 
Marx, capitalism was fixable through these 
mechanisms rather than being fated for 
irreparable breakdown and sdf-destiuction. 
However, state intervention in markets, 
whether stemming from legitimacy or from 


natkiiul security, may make for econonuc 
inefflcicDcy, but the logic of stales imposes 
its own political compulsions for it Suceeu 
in the endeavour, of course, would depend 
on natioial consensus over goals and the 
coherence of state institutions in economic 
management. 

On the other hand, states may intervene 
in markets not just to overcome market 
failures, or forthe mercantilislic protection 
of national interests, but for otttet reasons 
as well. They may take over some of the 
functions that the market performs in order 
simply to pre-empt the resources that markets 
pro vide. Indeed, some states may be predatory 
or kleptocradc in rslation to the economy, 
unmindful of the damage inflicted on the 
economy over the long run. Or, states may, 
for reasons of ideology, appropriate entirely 
the functions which markets p^orm, as was 
the case with the Soviet Union. In such 
bureaucratic co-ordination of the economy, 
or "command economy”, the economy 
a.ssuiTies the form of a single firm run on the 
basis of superordinue-subordinate relations, 
with the state at the head of the firm issuing 
orders to those below as to how to carry out 
their functions in the productive and 
distributive processes. In other economies, 
the slate may impose thoroughgoing licensing 
in respect of production and distribution, 
determining who shall produce or distribute 
what and how much and at what price. 

Given the separate logics of economics 
and politics, such heavy intervention by the 
stale oflen results in severe distortions in the 
allocation of the factors of produaion. and 
thus onerous costs, even if such costs do not 
become immediately apparent. Take, for 
example, the former Soviet Union, where 
Soviet planners had to decide adminisirati vdy 
on some 20 million prices,’'’ which would 
otherwise have been determined by the 
market on the basis of demand and supply. 
It has, however, simply not been within the 
competence of any group of planners so far 
to do such price determination effectively. 
The inevitable consequence of such market 
displacement is the generation of allocative 
distortions which make for economic 
inefficiency, and may even grind the economy 
to a halt. State intervention, often designed 
to overcome "market failures", can thus end 
up in massive "gover n ment failures". 

Market economy and “command" 
bureaucratic economy arc ideal types. Even 
among the advanced industrialised 
democracies whMexistsisnotan unregulated 
market system, but a "mixed economy". 
Note, for example, the many controls that 
exist in the US and Canada in agriculture, 
nnancial markets, and interstate commerce. 
Stale intervemion in many of the advanced 
states has gone beyond regulation of the 
market to encompass public ownership of 
Arms as well as industrial policy and 
economic (rianning. Hie very rise of such 
a mixed economy has been a result of the 


opetatioaofpolilics within the modem stale, 
espectally the denocraiic state. In view of 
the polilical compulsioiu engendered by 
electoral politics, the modem state has 
intervened to protect vulnerable seciioas, to 
provide a welfare net for weaker groups, end 
to cope with the periodic distuibences that 
emerge from the functioning of markets, 
both intemal and external, it is this profound 
modificrtion of liberalism in prac^, both 
domestically and internationally, inspired 
by the requirements of the state for the 
maintenance of social and political stability, 
that has come to be conceptually 
characterised, following a distinction made 
by Polanyi, as “embedded liberalism”.’* 

What is striking about the "mixed 
economy" or "embedded liberalism” of the 
advanced industrial democracies is that, 
despite state intervention, a delicate balance 
- no doubt, always in tension - has been kept 
between the state and market in ec o nomic 
management. The state has restrained itself 
from excessive intervention even as it has, 
in a process of constant and continuous 
readjustinem. modulated this intervenbon 
on analysing what its effects are on the 
economy, now deepening it, now 
wit hdrawing from it. Economic policy lefonn 
therefore remains a perpetual item on the 
agenda of (he modem state, and it has to do 
centrally with the respective roles of stale 
and naiket in the running of the economy. 

At one time, it may mean greater state 
imervention to overcome "market faiiures". i 
At other times, it may mean limiting or 
shrinking the area of stale interference in the 
economy, to remove restrictions imposed on 
the operation of the maket and the private 
sector, to deregulate, to {Mivaitse the public 
sector, to shea its role as the owner mmI 
manager of economic enrerprfses - all this 
in an endeavour to correct "governmeat 
failures". 

Regardless of whether the stale plays an 
expanded or shrunken role, it icmaiiis cealial 
to the functioning of the markcL Indeed, the 
very functioning of the market presupposes 
political authority. Simply, no maiket can 
exist without an encompassing polilical 
framework. As a public good, the euritet 
requires a public authority outside ilsdf to . 
enforce the roles of the game aoconhag to f. 
which it must Ametion. Even economic policy 
reform in order to reduce the role of the sane a 

raises the "orthodox paradox", whereby k 
is the Slate that may nc^ to take the inkiabve 
and reform itself, which may mean 
strengthening it. to as to iaciliiaie a greator ' 
role for the market.’* Economic theory or ’ 
doctrine is no swe guide in the mMcr, for . 
it may oflen have a faddish quainy aboil tt. 

As Krogman has pointed out. MeamM 
endorsed by economic doctrineaeeaiMipp. ‘ 
in cycles, where (he prescripliow of 4ie 
1990s to counter the suppoeedty hMMM 
effects of state intervenfomisaitiirite lOSOi 
and 1960s ore similar to the piaciloes of foe 

PB-IOI • 


Boonoroic end Political Weekly July 26, 1997 





1930 s, toavoid the grievous results of which 
the state activism of the 1950s and 1960s 
had initially been adopted.** What is certain 
is that even the most unreconstructed liberal 
therefore admits, following Adam Smith, 
that the market requires the performance of 
the following minimal functions by the state; 
theoverall constitutional and legal framework 
for the operation of the market, the 
specirication of property rights, and public 
investment in the social and economic- 
infrastructure. In other words, the state 
undertakes or must undertake the provision 
of public goods that the private sector cannot 
or wouldnot provide adequately-education. 
health, and the transportation network. 
Beyond that, states vary in their degree of 
intervention in the market, both across time 
and space. Nonetheless, it is clear again that 
marktis are no creature given by the forces 
of nature, but ore shaped by states, in turn 
influenced by their different locations in the 
international hierarchy and their varied 
internal circumstances. 

For the LDCs. the most impressive 
phenomenon since the 1960$ has been the 
(hamatic transformation of several economies 
of east and southea.st Asia, most particularly 
South Korea and Taiwan, enabling them to 
graduate to the status of the newly 
industrialised countries (NICsl. This 
development led to a search among both 
policy-makers and social scientists for the 
causes of their success. Given the paucity 
of natural resources in these NICs, the key 
explanation was seen to lie in the nature of 
policy followed by them. Here, liberals in 
the academia as well as the international 
Hnancial institutions (IMFand World Bank) 
right away saw a vindication of their neo¬ 
classical prescription of giving the markets 
full play and getting the prices right, a 
prescription incorporated in what is known 
as the “Wa.shingtun consensus”." The success 
of the NICs was seen as lying externally in 
their reliance on a policy of outward 
orientation orexpoit-propelledgrowth rather 
than the misguidedlSI policies typical among 
other LDCs. Similarly, their success was 
attributed internally to the reduced role of 
the state in favour of the market. This pattern 
of state abstention was held to contrast 
dramatically with that of other LDCs which 
hod resorted to excessive state intervention. 

A consensus soon developed over the 
importance of outward orientation for the 
efficiency it spurred as a result of competing 
in int^nationai markets. On the other hand, 
however, empirical research soon showed 
the assumption about the reduced role of the 
state among the NICs to be a mistaken one. 
Anutien on South Korea and Wade on east 
ksia revealed the presence of the heavy and 
visible handof state intervention in the effort 
to boost exports, not simply through 
sxi^oiting existing comparative advantage 
wt creating new sectors of dynamic 


comparative advantage precisely by, m it 
were, “getting the prices wrong". “The view 
of the shrunken state was thus shown to be 
in serious error, 

Thi.s turn in the assessment of the 
experience of the NICs only led to 
investigating the specific nature of the state 
there that had made for intervention to assume 
a benign form as against the malign state 
intervention elsewhere in the developing 
world. The neo-classical resurgence of the 
1970s and after had focused on the “rent- 
seeking” inherent in state bureaucracy to be 
the cause of economic retardation in LDCs 
and therefore argued for the shrunken state 
for the sake of economic growth. However, 
scholarship on the NICs showed that rent- 
seeking was not inherent in all bureaucracies 
or all branches of a bureaucracy; rather, it 
depended on the particular configuration of 
institutions in slates. Already, on the basis 
of the Japanese experience, Johnson had 
advanced a model of the “developmental 
state”, which was then taken to be typical 
as well of the NICs in ea.sl Asia. Such a state 
was noteworthy for having economic 
development as its first priority; that was a 
prerequisite to everything else and made for 
its very characterisation as a developmental 
state. The focus was on economic growth 
and production as against consumption and 
distribution. Structurally, the Japanese model 
consisted of several elements: (I) a small 
cohesive bureaucracy consisting of “the best 
managerial talent available in the sy.stem”; 

(2) a political system that gave this 
bureaucracy sufficient scope to function and 
exercise initiative in the management of the 
economy, with the other branches of 
government primarily serving to deflect 
pressures from interest groups so as to 
safeguard the priority for development; 

(3) the adoption of market-conforming 
methodsof state intervention for the fostering 
of industry, chief among them being "admini¬ 
strative guidance”; and (4) “a pilot urgani- 
satiun” like the Japanese MITI, mandated 
to implement industrial policy even as it 
wa.s endowed with sufficient control of 
funds, think-tank functions and a mix of 
powers that would make it effective without 
becoming too powerful.*' 

This empirical reassessment of the east 
Asian experience coincided with a theoretical 
re-orientation in the discipline of comparative 
politics in a .statist or state-centric dir^ion, 
in which the notion of state strength or stale 
power vis-a-vis society was articulatod.** 
Two concepts emerged as having particular 
importance in this new direction; state 
autonomy, which referred to the ability of 
the .state to establish policy unconstrained 
by society; and state capacity, which referred 
to (he ability to implement such policy. 
Subsequently. Evans pul forward the concept 
of “embedt^ autonomy" of (he state - 
reminiscent of embedded liberaltsm- which. 


with its combination of 

features of an Memally cohetoit W^eberian- 
style bureaucracy and the simultaneoua 
external embeddedness of the bureaucracy 
in society, was offered as a powerful 
explanation specifically for the rapid 
industrialisation of the NICs in cast Asia, 
more particularly South Korea.” Both 
features were considered essential to 
performance; autonomy empowers the 
bureaucracy to set and pursue national goals, 
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pressures; on the other hand, embeddedness, 
through its network of institutionalised links 
with the corporate sector, enables the 
bureaucracy to mobilise relevant information, 
develop and implement realistic policy, assess 
policy impact, and revise policy. 

Evans held the east Asian model of 
embedded autonomy as of great potential 
value for other LDCs. It is noteworthy, 
however, that, for a scholar who made his 
initial reputation on the basis of a trenchant 
critique of the Brazilian model of dependent 
development for its exclusionary and 
rcpres.sivc features, Evans now evidenced 
little concern over military rule or labour 
repression in respect of either South Korea 
or Taiwan. When he talked of embeddediics.s 
in society, it curiously referred only to the 
corporate sector, ignoring the labour sector. 
Evans thus neatly sidestepped the issue of 
auihoriiariani.sm and democracy in relation 
to economic performance. Seemingly, 
success compels admiration, regardless of 
the methods employed to achieve it. 
Autonomy, embedded or not, emerges in the 
process as a mere euphemism for authori¬ 
tarianism, especially as it centres on a 
Weberian bureaucracy, with politics and 
political leadership simply erased from 


consideration. 

The defining characteristic of an authori- 
tanan regime is that it is ba.scd on coercion 
as against the consent of society, which is 
central to the definition of democracy. It is 
apparent that an authoritarian regime alone 
is likely to have the potential for autonomy 
of the kind es.sential for rapid industria¬ 
lisation. On the other hand, there are strict 
limits to autonomy in a democratic regime 
preci.scly since its authority is based on 
consent and the representation of societal 
interests; such a regime is simply a mirror 
of society rather than autonomous from it. 
To shift the basis of authority to coercion 
within a democratic regime in the pursuit of 
autonomy would be to change the nature of 
the regime itself. If autonomy is indeed 
essential for industrial transformation, the 
logic of its necessary connection with authori¬ 
tarianism finds powerful empirical support 
inthcexpericnceofSouthKoreaandTuwan, 
for it is undeniable that these countries 
endured several decadesof authoritarian rule 
while the pace of industrialisation was being 
forced by the state. 
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CVcoune, Itiete U diveqience ot opinion 
amonvaoculKienflfUaboitflberelatioiuhip 
otecooonic performance, variouaiy defined, 
and the nature of political i^me. Baiet and 
Kruegerasaeittliat'^efoundlittleevidence 
for a relationship between economic reform 
and political authoritarianism. Nor have 
ochen who ha ve also conducted comparative 
case studies.’^ The latter part of the statement 
is not entirely correct, however. Quite the 
contrary. Haggard and Kaufman hold the 
debate over the relationship to be “the most 
heated and long-standing". What is more, 
on the basis of their sample of case studies 
they conclude that "the most comprehensive 
structural adjustment initiatives have 
generally come under the auspices of 
authoritarian regimes".'' 

The dissonance in the debate is partly 
explicable by what is included under 
economic policy reform. It is one thing to 
merely enact reform and quite another to 
implement it, particularly on a sustained 
basis. Further, if the reference to reform is 
only to short-term episodes of stabilisation, 
or even of some structural adjustment, 
certainly democracies have the capacity to 
execute such programmes, for they also can 
rally aconsensus in crisis situations to which 
these programmes are addres.sed. However, 
sustaining programmes of deep economic 
policy reform over several decades is another 
matter it would require a degree of coercion 
that would transform the very nature of the 
political regime. Thus, it is understandable 
that industrialisation in the contemporary 
industrialised states was achieved under non- 
democratic or pre-democratic auspices. 
Similarly, in the post-war period rapid 
industri^isation has occurred or is in the 
process ofoccurring ai so underauthoritari an 
auspices; the relevant sample of NICs along 
these lines in east and southeast Asia would 
include, besides South Korea and Taiwan, 
China, Indonesia and Thai land, and in Latin 
Ameiica it would ciKompass Brazil, Chile 
and Mexico. It is hard tothink of ademocracy 
that would deserve itKlusion in this list. This 
much is clear then that authoritarianism and 
rapid industrialisation have goiK together. 

It may well be that “theoretically, democracies 
are not intri nsicall y ICS.S capable of general i ng 
these foundations of growth'','* but there is 
little empirical support so far for the 
proposition. Even if correlation is not 
causation, the association between 
authoritarianism and rapid industrialisation 
is too powerful to ignore. To be sure, 
authoritarianism has not been sufTicieni for 
either economic policy reform nr economic 
performance. Other authoritarian regimes 
were not always successful. Nodoubt, South 
Korea and Tat wan benefiled from the greater 
o^iCy inherited from the destruction of (he 
oligarchical landed elites as a result of war 
and occupation, so (hat the authorities were 
not distracted by issues of distribution. But 


such benefits could easily have been 
dissipated under democratic auspices as the 
experience of Sooth Korea during the 1950s 
illustrates. On present evidence, then, while 
not sufficient, authoritarianism seems well 
nigh necessary. 

The conclusion, of course, is not that LDCs 
(hat are democratic should shift to 
authoritarianism for the sake of industrial 
transformation, but rather that expectations 
for sustained rapid economic growth would 
need to be moderated. Legitimacy can be of 
two kinds. One type is instrumental 
legitimacy, where governments must be 
effective, that is, they must perform, in order 
to merit support. The other can be called 
constitutive legitimacy, where certain 
political institutions are desired for their 
own sake, regardless - no doubt, within 
limits - of their implications for economic 
performance. A society may well prefer to 
opt for democracy for its particular mix of 
liberty and ordcr.consent andcoercion.cven 
if it is at some cost to economic performance. 
Indeed, it may deliberately avoid rapid 
industrialisation, even if it were capable of 
it, considering it to be destabilising for 
democratic institutions. On the other hand, 
where neighbouring states in a given region 
advance more rapidly, the resultant regional 
power imbalances may threaten national 
security, and as a consequence also place 
legitimacy in jeopardy. Clearly, there are no 
easy choices for policy-makers in balancing 
the requirements of states and markets in 
economic policy reform. 

Summary and Conci.usions 

The two historical forces of economic 
globalisation and economic nationalism have 
been at work over the last few centuries in 
shaping the economic landscape of the world 
and of the stales within it. As before, they 
have generated pressures for economic policy 
reform, the agenda for which fundamentally 
revolves around the roles of states and markets 
in economic processes. With the end of 
second world war, gtohalisaiion entered an 
intensive phase as its pace quickened. 
Undergirdcd by a resurgent neo-classical 
doctrine, its pressures had by the last 
quarter of the 20lh century started a chain 
reaction of economic liberalisation across 
a broad segment of countries in the 
developing and communist worlds, both 
internally and externally, allowing fuller play 
to markets and. correspondingly, reducing 
the economic role of states. However, 
globalisation's apparent triumph is bound to 
be limited. 

Although the liberalisation cure is jusiiried 
where serious economic distortions exist, as 
a wholesale prescription it is likely to 
encounter obstacles if it fails to take imo 
account the legitiinaie role of stales in the 
economy. States are compelled to intervene 
in markets, because mark^ exist for human 


groups, and not humao groups for raaikets. 
Human groups are prior to tnufcets and Ihqr 
orgamse tfaemselves into political entities. 
calJed states in (he modern ere. forimportant 
and compelling reasons. With their two key 
concerns of national security in relation to 
the outside world and legitimacy in relation 
to domestic society, states havea pmamount 
interest in the economy and therefore 
intervenein it. Capiul may be internationaUy 
mobile, but legitimacy is rooted in states. 
Accordingly, for states to surrender entirely 
to markets, whether external or internal, 
would be to destroy the very basis of 
states. It is therefore no surprise (hat 
economic nationalism continues to be very 
much alive, not least in the developed 
countries. Globalisation thus does not 
altogether do away with economic 
nationalism; it only spurs it to new forms 
and to the working out of new balances 
between the two. As a consequence, the 
research enterprise in respect of countries 
undertaking eomomic policy reform should 
precisely be the examination of how older 
balances are modified or replaced by new 
ones, and of the interplay of worid-system, 
state and societal variables in causing such 
change.''* 

While globalisation has limits, so does 
economic nationalism. While some state 
protection of the national economy may be 
juslified in relation to 'Xtenial markets, 
excessive amounts of it can forestall taking 
advantage of the growth-inducing impulses 
that the international economy may provide. 
Similarly, excessive state intervention 
internally is likely to lead to serious economic 
distortions. The two situations, singly or 
jointly, may undermine the very purposes 
for which state intervention is undertaken - 
national security and legitimacy. No doubt, 
the spheres of slates and 'uarkets overlap, 
and doctrines that set up an absoliite partition 
between the two or set them against each 
other are mistaken. On the other hand, 
excess! vc encroachment of one imo the other 
that undermines the very logic of its separate 
functioning is likely also to prove counter¬ 
productive. Indeed, the Japanese experienoe 
suggests the great value of a collaborative 
relationship, creating as it were a conunon 
command nerve cemre between stale and 
business for the economy, which at the same 
time respects their separate spheres of 
functioning, it is this c^laborative feature 
with “a central co-ordinating intelligence" 
that has given Japan a competitive edge in 
world markets.*" The policy roniem of such 
a collaboraii VC lelaiionship would, of course, 
vary with the nature of each country’s 
situation. Ingeneral, it would include placing 
primary reliance on markets, externally an4 
imernalty; within that ordering framnaqik 
(hestate would intervene luovetooaieiiMllM 
failures and to provide “adminiatrMHe 
guidance" but only selectively in apecific 
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sectcn and specific aspects, always takii« 
into considexation its own institutional 
capacity. 
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Briti^ Socialism: Long Dead, Now Buried 

I Hamza Alavi 

The transformation of the Labour Party had begun before Blair. But Blair made a most dramatic impact by 
'.rowing overboard key parts of the Labour Party's constitutional commitments to statism and social welfare, 
'lair, Brown and Mandelson, the gang of three, coined the name New Labour, to underline the fact that they 
ad nothing to do with the Labour Party as it had been before them. Their mission, quite clearly, is to manage 
ritish capitalism more efficiently than the Tories have been able to do. ‘New Conservatives’ rather than 'New 
abour' would be the most appropriate name for the party that they have created. 


3 landslide election victoiy of the Labour 
ty, renamed New Labour by Blair and the 
eat of the Tories, were not entirely 
nrdictable. But the scale of Labour's 
toiy was above expectations. New Labour 
n 419 seats as against 165 scats of the 
nservatives and 46 of the Liberal- 
nocrats. In the British ‘first past the post’ 
rtoral system, the number of seats won by 
il parties is not in the same proportion as 
votes cast. The Tories polled no less than 
per cent of the votes secured by New 
our but won only 39 per cent of the New 
our seals. The Tories won no seats at all 
Gotland and Wales, although they got 18 
cent and 20 per cent of the votes, 
tectively, in those two regions. 

•ie 1979 election victoiy, and the rise of 
tt Blair insists on calling ‘New Labour’, 
mntrast it from what he disparagingly 
s ‘Old Labour', marks a vety dramatic 
1 in orientation of the British Labour 
!y. It has moved away decisively from 
commitments to socialism or, for that 
ter, the working people. Business 
nates have displaced trade union 
ien in the affairs ofthe party. But it might 
aid that this consolidation of a very right- 
party leadership is the end of a 
tulative process thm has been taking 
pe over many decades. 

ooiS OF Right-Wing in Labour Party 

•K movement of the British Labour Party 
ly from socialism that Blair's ‘New 
aur’ represents has appeared on the 
tical stage in a dramatic way. But the fact 
lai the rightward shift of the Labour Party 
lenhip is rooted in its long history. What 
happened today is the end of a long 
wlalive process, which was shaped by 
:tion to Stalinism in the imerwar period 
the ideological climate of the cold war 
followed. 

leLdbcMr Party originated as The Labour 
iresentation Group’ (LRG) which 
nged in 1900 as a coalition of a number 
iberal and left-wing groups that brought 
dherthenear-Marxist 'Sodal Democratic 
leration', Keir Hardie's ‘Independent 
lour Party’ and, much fuither to the right, 
‘Fabian Society’. These political 
anitalioni were bom out of working class 
iggtes. Trade unions were an integral part 
lial movoneni. But Rannay MacDonald, 


who was the first secretary of the LRG, 
espoused a paternalistic altitude towards 
working people and rejected concepts of 
‘class' and ‘class struggle'. He reject^ any 
commitment to socialism. In Blair's New 
Labour, MacDonald’s ideological legacy has 
at last borne fruit. 

During the first worfd war, LRG member 
Arthur Henderson wasmadea ministerin the 
wartime coalition government. His job was 
to exhort workers to enlist for the killing 
fields of that bloody war, in the name of 
patriotic duty. That was a time when Lenin 
was calling for all working class leaders to 
resist that imperialist war. In 1023 Ramsay 
MacDonald formed a minority government 
with Liberal support but was defeated in the 
following year, in 1929 he formed his second 
ministry that lasted until 1931. ‘There was 
nothing 'socialist' in MacDonald's 
governments. It was powerless in the face of 
British capitalism. In the words of A J P 
Taylor, MacDonald was in office but not in 
power! 

In 1945 the Labour Party won a landslide 
victoiy that is comparable to the New Labour 
victory in 1997. In 1945 the Labour Party, 
led by Ctemem Attlee, won 393 seats with a 
clear majority of 146 seats over all the other 
parties taken together The experience of 
the Attlee government left an indelible 
trurk on modern Britain by creating the 
welfare state. That was thought to be a high 
watermark of socialism in Britain. The 
mythology surrounding that claim needs to 
be examined. 

Attlee was a product of Christchurch 
College, Oxford, the home of Alice in 
Wonderland. His 'right-wing labour' 
background was shaped when he joined the 
Fabian Society in 1907 at a formative time in 
his life. His negative outlook on colonialism 
was, likewise, shaped by his experience as a 
member of the notorious ‘Simon 
Commission', which was appointed to 
examine the quest ion of a futureConstitution 
for India. The commi' sion was universally 
condemned and boycotted by almost ev^ 
shade of Indian political opinion, including 
the Indian liberals as well as the Indian 
National Congress and the Muslim League. 
That experience put its stamp on Aulee's 
colonialist outlook. Later he served as deputy 
prime minister in Churchill’s wartime 
government. That too was a formative 


influence in its own way. Attlee’s political 
background was never very radical. Bid be 
was the architect of the welfare state in 
Britain. Was that a fruition of the psty’s 
socialist commitments? Let us look at il a bit 
closely. 

Welfare Socialism? 

By 1945, the ideological imp^ ofthe war 
against fascism on the minds and aspirations 
of ordinary British workers was quite far- 
reaching. Declarations of politicians during 
Che war had held out prospects of a belter 
future after the war. Glossy images of the 
So viet I'nion that were projected through the 
media and films during the war opened up in 
the minds of ordinary working people the 
idea of a better society that they could strive 
for. Memories of the great depressiim of the 
1930s were still fresh in thetr minds. No less 
imponant at the time was a fearthat prevailed 
amongst the ruling classes about the 
possibility of a communist revolutioa in 
western Europe, whidi has been documented 
so well by Isaac Deutscher. If Britain itself 
was not ripe for revolution, the fear of unrest 
was very real. It was against such a 
background that Attlee's 1945 Labour 
government set about laying the foundations 
of the welfare state i" Britain. One would not 
wish, even for a moment, to diminish the 
value of what the welfare state provided or 
the importance of that achievemem, nor 
ignore the sustained efforts of the Toties in 
the Thatcher years to erode it (but not to 
overturn it). But il must be dear that it was 
not socialism. 

The intellectual roots td’ the wdfare Male 
do not lie in sodalist ideology. The idea was 
first mooted by none other than Winston 
Churchill himself who, in 1942, 
commissioned areportbyW H Beveridge on 
Social Insurance and Allied Services. ThK 
repori was to be the blueprinl of the wdfare 
state. Beveridge followed it up with his report 
on Full Employment in a Free Sociery in 
1944. He was aUberalmemberof parlianMOl 
in 1944-45 and was elevated to the peera ge 
i n 1946. Beverit^e was not a sodalist andSl 
this had nothing to do with aoctalistcoaoiNtt 
of the British Labour Party. Today, 
around Europe, vre can see the swMnalMii 
fiimly in place cvetywhere, re a MOBMMf 
component of contempotaiy capMHMp: la 
Germany it was installed oader (te aegia of 
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right-wing govenunenis of the Christian 
Democrats and offers a far more 
comprehensive and generous example of the 
welfare state than the British original. The 
welfare state is therefore by no means hostile 
to modem capitalism. Nor is it sociali.sm, 
however desirable it might be. 

The Attlee government also nationalised 
the Bank of England, the coal industry, 
electricity, railways, inland waterways, docks 
and harbours, and a large chunk of road 
transport. This was statism, not socialism. 
Statism was built into the ideology and the 
constitution (clause 4) pf the Labour Party, 
which Blair has rescinded. The Tories under 
Thatcher embarked on a wholesale privati¬ 
sation of the nationalised enterprises, which 
poured great wealth into the pockets of pn vate 
investors. That also help^ the ca.sh-t1ow 
position of the Tory governments, for the 
receipts from nationalisation helped them to 
fund mounting current account deficits, to 
reducepubiic sector borrowing requirements 
(PSBR) and also to free resources to cut 
income tax on the rich. Blair and his collea¬ 
gues. having taken Conservative policies on 
board, are committed to further pri vaiisali on. 
But there is not much left to privatise. Blair's 
New Labour has speculated on the possibility 
of privatising air traffic control! 

Labour’s Colonial Poi.icy 

(I) Potsdam and Vietnam 

For those of us who are from the colonised 
world, it is important to examine the role of 
the Labour Paiiy towards colonial rule. The 
sad fact is that its 'socialism' did not extend 
to the idea of decolonisation. The Attlee 
government worked not only to reinforce 
Britain's own colonial rule but also that of 
Britain's ally, FraiR'c. Vietnam is a blatant 
case of this. Deals were made by Stalin with 
Attlee, Churchill andTruman at the Potsdam 
Conference that had little to do with 
principles. Between them, they allocated 
terri torics and respect! VC spheres of i nilucnce 
over the world! The conference took place 
from July 17 to August 2,1945. The Labour 
government was elected while the conference 
was still in progress and Attlee was able to 
join Churchill and Truman in (he horse¬ 
trading that took place there. The Potsdam 
agreement of (he western leaders with Stalin 
included a commitment to restore French 
nilein Vietnam(Indo-China), although Stalin 
and the others were fully aware at the time 
thru the Viet Minh, und^ the leadership of 
Ho Chi Minh, had already liberated their 
country from the Japanese. Stalin’s betrayal 
of Ihe Vietiumese could not have been more 
cynical. Attlee, Churchill and Truman were 
the principal authors of that disgraceful 
conspiracy with Stalin to restore French 
colonial rule over a people who had 
.successfully fought against the Japanese and 
'’grated themselves. The Vietnamese had 
to fight for their freedom once 
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again, this time against the French. They 
were soon to prove that no colonialist power 
could keep them down. 

When the Japanese overran Vi^nam (Indo¬ 
china) its French administrators stayed at 
their posts, operatingunder Japanese orders, 
nominally under the collaborationist Vichy 
government. In September 1940 Adm Jean 
Decoux, the Vichy-recognised governor 
general of Indo-Cbina, formally signed an 
agreement that legitimised Japanese 
occupation of the country and piat^ the 
French administration under Japanese 
military authority. Towards the end of the 
war, in March 1945, the Japanese became 
concerned that the French bureaucracy might 
switch its allegiance to the Free French. 
Therefore they installed in their place a puppet 
government under Bao Dai, who was the last 
French-appointed ‘Emperor’ of Indo-China. 
Bao Dai formally proclaimed the 
'independence' of his country, with the 
Japanese forces behind him. In the meantime 
the Viet Minh had become a formidable anti- 
Japanese resistance foree, their liberation 
army spread throughout thccountrysidc.They 
soon liberated their country from the 
Japanese. The French were nowhere to be 
.seen. In August 1945, the Viet Minh formally 
took over power in liberated Vietnam. 

When the Attlee. Churchill and Truman 
deal with Stalin was struck at Potsdam, to 
restore liberated Vietnam to French rule, 
French forces were as yet unavailable to do 
the job. Attlee therefore undertook to provide 
British forces to expel Ihe Viet Minh 
government and prepare the ground for his 
fellow colonialists, the French, to lake over. 
The Potsdam deal was that British forces 
would suppress the Viet Minh in the south 
and Kuomintang forces from China would 
do the same from the north. Accordingly 
British femes, under General Sir Douglas 
Gracey, arrived in Vietnam on September 
12.1945. Later they were joined by a token 
force of French soldiers. After several weeks 
of fighting they succeeded in driving out the 
Viet Minh govemment from the capital. 
French govemment in Vietnam was formally 
installed. But they could control only the 
cities and (he main highways. The Viet Minh, 
who had retreated into Ihccountiyside, carried 
on guerrilla struggle, for the freedom of their 
country. 

The Viet Minh continued their armed 
guerrilla struggle until they finally^defcated 
(he French, decisively, at the historic battle 
of Dien Bien Phu in May 1954. it was a 
dramatic victory that reverberated throughout 
Europe. The Viet Minh had finally liberated 
their country. Sadly the Vietnamese people 
were soon to be fatxd with the deva.station 
inflicted on their small country by the massive 
US aggressiofl that was to be let loose against 
them. In Britain rank and flic members of the 
Labour Party campaigned on behalf of the 
Vietnamese, for an end to the American 
aggression. But the unswerving sympathies 



of the leadenhipof the Labour Party remained 
with the Americans. In any case it was the 
Attlee government that had started the ball 
rolling for the restoration of colonial rule in 
Vietnam. Its ‘socialum’ did not extend to the 
right of colonised people to indqiendence 
and freedom. 

(2) Malaya 

In Malaya, which used to be a lucrative 
British colony before the war, the pattern 
was a little dilTerent. On the day after Pear) 
Harbour was attacked on December 7,1941, 
on December 8, Japanese forces poured into 
Malaya. Within a week the Japanese victory 
was complete. The British just ran away from 
the country without a fight. Malaya was 
ethnically divided between Malays who were 
predominantly rural and the Chinese who 
predominated in the utban society and tended 
to be more radical. There were also Indian 
labourers and a few professionals. The 
Japanese inducted Malays to fill the 
administrative jobs vacated by British 
bureaucrats. On the other hand they 
persecuted the Chinese. The seeds of ethnic 
conflict between the Malay s and the Chinese 
were finnly planted. Many fled i mo the jungle 
and joined the Communist-organised the 
‘Malayan People’s Anti-Japanese Army' 
(MPAJA) whose leadership was mainly 
Chinese, although the MPAJA was by no 
means exclusively so. It was the MPAJA 
who fought the new invaders and finally 
liberated the country from Japanese 
occupation. No British were in sight. 

After Ihe Japanc.se were gone, Attlee's 
Labour government, instead of recognising 
the hard won Malayan independence, decided 
to reimposccolonial rule there. British forces 
were di.spaichcd to Malaya to take over. The 
MPAJA were pursued and persecuted. Their 
armed resistance was to continue for many 
years. The MPAJA fought from their bases 
in the jungle. Faced with the Malayan 
resistance movement, the Attlee governmem 
declared a ‘state of emergency', suspending 
all civil rights. That cleared the ground for 
total military reprcs.sion in the country. John 
Siraehcy, who was Attlee's defence minister 
and author of many books on 'socialism', 
presided over the suppression of the Malayan 
people. Nevertheless, the popular base of 
Malayan Resistance was strong enough to 
enable the MPAJA to continue the struggle 
formany years. Their forces were still resisting 
stubbornly when, in 1951, the Labour 
govemment was defeated. The unfinished 
job in Malaya was taken over by the Tories. 
The Malayan operation was entrusted to 
General Sir (jerald Templar who was a 
cunning as well as a ruthless general. His 
success owed much to his decision to follow 
the Japanese precedent in dividing the 
Malayan resistance along ethnic lines 
winning over the backward rural Malays ant 
concentrating his fire against the Chinesi 
who provided most of the leadership of ih 



resittance. Etimk; conflict it to coo often 
8 valuable weapon that ruling classes 
exploit. 

(3) India and Pakistan 

It is often said that decolonisation in India 
was brought about peacefully because of 
ideolc^cai, ‘socialist' commitments of the 
Labour Party. That is a myth, a blatant lie. 
We shall look at the circumstances in which 
the post-war Labour government was foa'ed 
to move towards the independence of India 
and Pakistan. But first we might consider a 
prior event, namely, the sending of the 
unproductive Cripps Mission to India in 
1942. Japan had struck like lightning against 
British and PrciKh colonial possessions in 
south-east Asia. The sheer speed and the 
extent of the Japanese victories rang alarm 
bells in New Delhi and London. Would India 
be the nest to fall? The Japanese had cut their 
way through the dense jungles of northern 
Burnui and were entrenched in Kohima and 
Imphal. across India's eastern borders. That 
immediate danger galvanised the British 
government into action. Its principal object 
was to find ways to induce the Indian 
nationalist leadership to throw their weight 
behind the war against fascism and to impress 
upon them the threat posed by Japan. The 
British were ready to make some political 
concessions if necessary. 

In February 1942 Churchill's war cabinet 
set up an 'Emergency India Committee' 
under deputy pri me minister Attlee, hi.s I ndia 
expert! The India Committee included 
several conservatives. Sir Stafford Cripps. a 
senior member of the Labour Party, and 
Attlee's friend. Sir John Simon of the ill- 
fated 'SimonCommission'. In the following 
month the India Committee despatched the 
Cripps Mission to negotiate with the political 
leadership in India, to get them to hack the 
war effort. The Congress Party offered to do 
so, but only it an Indian ‘national 
government' was set up. It was a condition 
that the British refus^ to concede. The 
Cripps Mission only succeeded in deepen¬ 
ing mutual suspicion. The struggle for 
national independence led by the Indian 
National Congress and the Muslim League 
continued. 

The decisive moment that scaled the fate 
of British colonial rule in India and 
traiutdrmed the fortunes of Indian nationali.sis 
was a mutiny of the Royal Indian Navy in 
Febniaty 1946. It is a forgotten chapter in 
Indian history for neither British nor Indian 
nationalist historians have written much aKmt 
it. The fact is that it was a crucial turning 
point in Indian history. Its importance in 
precipitatingthedevelopmentsthat followed 
it can hardly be overestimated. The mutiny 
uccuned when Attlee had been prime minister 
lorayear. But until that moment he had made 
no moves whatever to negotiate with Indian 
nationalist leaders. It was not until his 
government's hands were forced by a crisis 


of militaiy power of the first order, that was 

precipitated by the historic Indian Naval 
Mutiny, that Attlee decided to move. He was 
left with no other option but to make a deal 
with Indian nationalists. 

TheNaval Mutiny came asatotal surprise 
to everyone. It was a remarkably well 
organised and meticulously planned 
operation. At aprecisc moment.as arranged, 
die mutineers struck simultaneously i n every 
ship of the Royal Indian Navy, before their 
officcis could be alerted. The strike was 
initiated in Castle Barracks in Bombay, 
which was the HQ of the Royal Indian 
Navy. I was then an official of the Reserve 
Rank of India, which was just across the 
road from Castle Barracks. From an upper 
story window of the Reserve Bank wc could 
look down into Castle Barracks. We watched 
with excitement as the mutineers broke down 
the door of an armoury and handed weapons 
to their comrades. It was an unforgettable 
sight. Some units of the Punjab Regiment 
were then sent to storm the Castle Barracks 
and take it. But the Punjabi soldiers, who 
came to the scene, refused to attack their 
erst whi Ic comrades-in-arms who had fought 
beside them in the recent war. That second 
mutiny of the army put a seal on the situation. 
A profound crisis of military power had 
been precipitated. 

Tlicre were spontaneous workers' strikes 
in Bombay and other cities. But the 
Communist Party of India, under the 
Icadeiship of PC Joshi did nothing to seize 
the initiative to launch analionw ide struggle. 
Kusum Nair, whom I met at the Michigan 
.Slate University in 1971, told me that the 
Naval Mutiny was planned in minute detail 
in her Bombay home. She was a member of 
the Congress Socialist Party and herhushand 
a naval officer. Be that as it may, the rotas of 
the mutiny lay much deeper, and its 
significance was much wider. The country 
was like a tinderbox, seething with discontent. 
There was danger of a contlagraiion that 
could set the whole country ablaze. 

The government of India was faced with a 
most profound crisis of power. 11' other units 
of the Indian Army were to muuny also, the 
consequences would be incalculable. To 
forestall such a possibility, all Indian units of 
the aimy were immcdi.'iicly disarmed and 
confined lo barracks. Thai left only a very 
small number of war-weary Bnti.sh units in 
place. That small force was nut nearly large 
enough to rely on to keep India in bondage in 
that intlamnu^lesituaiion. What made things 
worse fiw the govcmmeni was the low morale 
of British trirops. After the long years of war. 
now that war with Japan had ended and they 
had nothing to do in the unbearable Heat of 
I ndia, British soldiers could not wait lo return 
home. There was a great deal of unrest among 
them. There was at least one mutiny, in the 
Royal Air Force at Karachi, that we know 
about. I would be most surprised if there had 
not alio been other similar incidents 


elsewhere in India, of unrest or probably 
even mutiny. The basis of British nriliiary 
power in India had been shaken to the core. 
The colonial government could no longer 
rely on its armed forces, whether Indian or 
British. The moment of reckoning had arrived 
for British Imperial rule in India. It was not 
the socialist convictions of the tilling Labour 
Party that brought about the end of colonial 
rule. The Attlee government's hands were 
forced by its inability to continue with colonial 
rule in India because of a crisis of miliiary 
power. 

The highly fraught and utterly 
unpredictable situation quickly persuaded 
the Attlee government Out a deal had to be 
struck with Indian leaders. The Indian 
political leadership, for their part, was no 
less worried about the unpredictable 
consequences that might follow. The 
profound crisis of power that affected the 
entire military machine on which colonial 
rule rested was noi a kind of crisis that was 
likely to resolve itself as other crises had 
done before. The situation for the colonial 
government in India was rarely quite so 
grave. 

The tirsi task betore the government of 
India was to get the mutineers to lay down 
ihcir arms. The government had realised that 
It u'as beyond its own powers to get die 
mutineers lodo so. Forthc mutineers, equally, 
there was a problem, for I’.ey could do little 
more unlessiherewasaparallel mass uprising 
in India, which did not occur. Needless to 
add, neither the British nor our national 
leaders wanted to see such an eventuality. 

The govcmmeni was easily able therefore to 
persuade the leaders of the Congress Party 
and the Muslim League to come lo their help. 
They were to appeal to the mutineers to call 
off their action. Nehru declined to have 
anything to do with it. It m a.- < nerefore left lo 
Sardar Paid for iiie Congress Party and 
Jinnah for the Muslim League to broadcast 
an appeal to the naval mutineers on All India 
Radio. They commended their patriotic 
gesture but told them that, having done so, it 
was their patnotic duty to end their mutiny at 
once and leave the matter in the hands of 
their responsible national leaders. Without a 
nationwide political movement to take their 
action further forward, the only option for 
ihe mutineers was to respond to that appeal. 

So they surrendered. They were given a 
promise by the leaders that there would be no 
viciimisation. But victimisation there was, 
especially of officers who had joined ihe 
mutiny. 

Attlee soon got a ‘Cabinet Mission’ ready 
to go to India to make a deal with the Indian 
leaders. Mountbaiten was to follow. We wwc , 
on our way to our independence, which van.: -i} 
wrung belatedly from the unvvilKng hagiAkOt 
the British Labour government. Mdil 

PakistanowetheirindependenceMltMIlME^^' 

non-existent sodalisi conscienoe bacthtlv 
bravery of the naval muiiBeart. 
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Labour Party and Cold War 

A profound mark was left on the ideology 
of the British Labour Party by decades of the 
cold war, especially by the rise of 
McCarthyism in the 1950s and the witch¬ 
hunts that followed it. It n»e like a storm in 
the US and became a force from which the 
western world as a whole could not remain 
immune. It was no less monstrous than 
Stalinism. Fear engendered by global 
McCarthyism distorted and undermined 
the meaning and purpose of socialism in 
Britain. Labour Party leaders and activists 
would now bend over backwards to 
demonstrate that they were not crypto¬ 
communists. They were always looking over 
their shoulders. They would make sure that 
they did not support any idea or policy which, 
in any way, could be interpreted as being 
'communist' 

Within Britain itself, the Communist Party 
was virtually irrelevamand the issue of 'Reds 
under the Bed' was long dead. But it was 
different when it came to the third world. 
Labour Party hypocrisy was particularly 
evident when it came to the question of 
militarydictatorships. When we campaigned 
against Ayub Khan's military dictatorship, 
the first question that I was invariably ask^ 
in Labour Patty circles was if the opposition 
to Ayub Khan was not really communist- 
inspired ! We had pretty close contacts at the 
hi^iest levels in the Labour Party in the 
19ti0s. It wasdisgusiingthat while pretending 
to be socialists, they were, nevertheless, 
prepared to support a military dictatorship 
because the Americans supported it. 
American propaganda in support of their 
protege, Ayub Khan, was that opposition to 
that military government was communist- 
inspired. One quickly realised that all the 
rhetoric of the Labour Party about its 
commitment to democracy was sheer humbug 
when they bad so little h^tatirm in backing 
one of the first military dictatorships in the 
third world. 

SoClAUSTS AND TSAOE UNIONISTS IN 
LABOUaPAKTV 

There were of course individuals and 
groups in the Labour Patty who were 
committed to socialism. But the ideology of 
many in the patty who thought that they 
believed in sodalism was not socialism but 
statum-Theirobjective was 'nationalisation' 
under a centr^sed state, ‘to seize the 
commantfing beighu of the economy' as it 
was put. That ofaj^ve was enshrined in the 
fam^ Qause 4 of the Labour Party, which 
wu one of the first items in the patty 
comtitiition that was thrown overboard by 
the onslaught from Blair and his co- 
oonspiraton. Nevertheless, there wereindeed 
many still in the Labour Party who did believe 
in socialism. They joined the pany with few 
ilhisions about iu leadenhip. But they hoped 
that one day they wouM be able to take the 




patty over and match on to socialism. That 
idea was called ‘entryism’. It was the idea 
that thepany could be'captured'from witlaa 
Most of these were party members and 
activists at the local level. Pbw left leaning 
persons made it to parliament, not to say the 
cabinet MPs like the irreprc^ble Dennis 
Skinner or mavericks like Tony Berm are 
ineffective exceptions. Ken Livingstone, 
another senior left leaning MP, who was the 
leader of the Greater London Council for 
many years before it was abolished by 
Thatcher, has also been sidelined, 
notwithstanding the fact that he made Blririte 
noises during the election campaign. 

Left-wing activists have bem useful for 
the party. One might even say that they were 
indispensable. It was they who, without any 
payment, trudged round from door to door, 
canvassing for party candidates, distributing 
leaflets and doing all they could to mobilite 
support for the party.Thero was not much joy 
for them in serving the right-wing leadership 
of the Labour Patty in this way. But they 
were kept going by the hope that one day 
their turn would come. They would be in 
command of the party. Thus the Labour 
Patty came to be a coalition, in which left- 
wing activists provided the grass roots cadres, 
who mobilised electoral support behind the 
reactionary leadership, which always 
remained in effective control of the party at 
the centre. When local Constituency Labour 
Parties became too left-wing and assertive, 
they were dissolved by diktat of the centre. 

Trade unions used to be at the heart of the 
labour movement. They provided much 
needed party funds. But it is arguable that in 
a very real sense they had become a necessary 
institutional component of modern 
capitalism, mediating relationships between 
capital and labour. Large companies would 
be at a loss without effective trade unions. It 
is through trade union leadership that they 
make deals and conduct orderly relationships 
with their workforce. The worst situation for 
them is that of 'unofticial strikes', strikes 
that are out of the control of 'responsible' 
trade union leadership. Employers have found 
it difficult to handle such situations. So over 
the years, most 'progressive' employers 
cultivated a cosy relationship with the trade 
union leadership. Trade union leaders, for 
their pan, often t^e pride in being 'responsi¬ 
ble' leaders. They have looked for rewards 
from the capitalist state by way of 'ijpnours', 
such as knighthoods and life peerages. 

Trade unions have had a special role in the 
organisation of the Labour Party with special 
voting rights. But, despite their useful 
functional role in the running of modern 
capitalism and the fact that by and large 
(since the 1960s) the leadership of the 
untons was largely right-wing, the British 
media had always demonised trade union 
leaden. This in turn became a hang-up for 
the rigiu-wingofthe Labour Party, of which 
Blair is the uftimate incarnation. They have 



striven to distance themielvet ftom the 
unions and to erode their links with the 
paity. Even in Blair'i rhetoric, while he 
goes outofhis way toemphasisehowleaden 
of big business are lu^tpy with him, he 
pointedly avoids any references tothe unions. 
He has appointed a succession of leaden of 
l»g business to senior govemmeot positiooa. 
But until now (six wedcs since the election) 
no trade union oflidai hu been anxnnted 
to a government post The unions are out in 
the cold. 

During the Thatcher era many of the 
traditioiial trade union rights, which had 
been won over a century of struggle, were 
abolished. Soon after the election, a 
del^ation of six senior trade union leaders, 
led by John Monks, the general secretary of 
the TUC, sought to meet Blair to discuss the 
question oflegisUtion to restore to the unions 
recognition rights which they had lost uttder 
Thmcber. Blair declined even to see them! 
Instead, as reported by the Gnardirm. They 
slipped quietly into the trade and industry 
department, to meet Margaret Beckett, of the 
Board of Trade. She listened to them but 
made no promises". That was a calculated 
and very ^lic rebuff, intended to convince 
business magnates that Blair's New Labour 
was a tiuly 'reformed' patty that they could 
bust. Following that inftuctuous meeting, 
"Union joy at Labmir’s victory turn[ed] to 
doubt... What, if anything at all, would Blair 
deliver? The fact of the matter is that by the 
time the trade unionists were even allowed 
finally to meet Beckett, the Blair 
government's legislative programme bad 
been set in stone for the next ISmonths.The 
trade union recognition bill that the unions 
had long sought had no place in it. The Blair 
team has been goittg out of its way to establish 
its anti-union credentials! 

BeciNNiNGS OF 'New Labour’: 

The Ricitr Turn 

With such diverse elements in the patty, 
there was a perpetual ongoing single within 
it. The main confrontation was between left- 
wing activists of Constituency Labour Patties 
(CLPs) and the well-entretKhed right-wing 
leader^ip in command of the party's cemral 
apparatus. Confrontations l^ween them 
come up regularly at annual party 
conferences. Proceedings of Labour Patty 
Conference tended to be dominated by 
radicals and left-wing delegates because ttf 
their numbers. In recent years the party 
constitution was changed to minimise that 
danger. But in any case, when radical 
resolutions were passed, such as those for 
nuclear disarntainent, the patty leadenhip 
adopted the doctrine that conference 
resolutions were not binding on theia The 
annual party conferoices therefore became 
little more than anmial opportunities for the 
radical party activists to let off steam. 

Despite their repeated defeats, illusions of 
the Left in the Labour Party wishfiiii; 
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penlfted. They MIed to get even a token 
rqMeaentation in the Ieadenh4> - except for 
Tony Benn who wax minister fnr energy in 
the Wilson government His is a strange 
case, for he has coded up as the toe of 

the establishment media. One of the most 
dramatic moments in recent Labour Party 
history was when Tony Benn stood for 
election for deputy leadership of the party. 
He challenged the right-winger Dennis 
Healey who had served as foreign secretary 

andchancellaroftheexchequerinthe Wilson 
government He was deputy leader of the 
party and was standing for re-dection. The 
Left lined up behind Benn's candidature 
against Healey. At this point the pseudo-Left 
leader, Neil Kinnock played a crucial role in 
defeating Tony Benn by declaring that it was 
perfidious on Benn's part to stand as a 
candidate in the election, because party uni ty 
required that Healey should be 'elected' 
unopposed! Benn's supporters asked 'What 
were democratic electioru in the party for?' 
But ‘left'leaning’ KiniMck succeeded by his 
poly in disrupting the unity of the Left and 
undermining Benn's cartdidature. Kinnock 
secured Healey’s re-election as deputy leader. 
By his betrayal of the Left, and of democratic 
principles, Kinnock made sure that his own 
career in the party was made. He promptly 
became a darling of the right and was, in due 
course, elected as party leader. 

That was the moment when the foundations 
of New Labour were laid, the basis on which 
the Blair, Brown and Mandelson team, the 
‘gangof three’, were able to build. From that 
time on, there began a systematic process of 
restructuring the party that would place 
barrien in the way of activists in local 
DonstitueiKy Labour Parties isolating what 
ivas left of the Left in the patty and also 
fitting down the influence of the unions. In 
1 few years the party constitution was changed 
seyond recognition. 

During the 1980s British trade unions 
uffeted a sharp decline in their fortunes. 
iVhen Thatcher came to power, in 1979, 
Tade union membership was 12.1 million. 
By 1996 it had declined to 7 million. Trade 
unions were tied down in the strait-jacket of 
sew Thatcherite restrictive laws and they 
lost many of theirlegal privileges which had 
been won through a century of struggle. 
True, the unions were already, by and large, 
under the control of right-wing leaders. But 
sow they were totally debiliuued. During the 
rhatdiereratheirpower was smashed in two 
ways. Massuitemployment made the working 
class docile and less ItKlined towards the 
unions and miliuncy, for the fear of dismissal 
was powerful. We can recali that it was 
during the Macmittan era (1957-63) of full- 
employmcM that British trade unions were at 
the peak of their power in the postwar era. 
The second factor (which wu possible 

precisely because of the weakening of trade 

union power) wai their systematic 
emaiculaUon by Thatcher’s anti-union 


legisintion (which Blair is com m itted not to 
repeal). The unions, thereftm. are now a 
shadow of what they once were. 

New Labour has continued with 
Thatcherite policies concerning tradeunions. 
The positkmoftndeunions within theLabour 
Party was also eroded by changes in the party 
constitution. That has brought about a 
substantial cwtailraent of the role and voting 
powerofthe unions in party affairs. Blair has 
bent over backwards to demonstrate to the 
business magnates, whom he has been 
wooing, that the unions have litre power or 
influeiKe in his party. Union leaders have 
been studiously bypassed in Blair's 
appointntents, for which he has sought people 
exclusively from a big business background. 

Left-wingideoiogical influence was always 
far greaterinthe Constituency Labour Parties 
(CLPs). A big campaign was launched 
denouncing radical CLP activists who were 
declared to be unrepresentative of the rank 
and file. To minimise their influence in the 
party, new procedures were introduced. A 
concept of 'Direct Democracy' by postal 
voting by rank and file members was 
introduced. Membere of the party, like 
cvetyone else in society, were always subject 
to the powerful influence of the media. But 
when they went to local party meetings to 
vote, they had an opportunity lo hear issues 
debated. They could arrive at an informed 
view. The postal voting system cut out the 
mediation of discussions at party meetings 
with like-minded comrades. They were 
isolated from contact with CLP acti viMs and 
their informative and educative influence. 

The third element in the structure of the 
Labour Party, besides the trade unions and 
the CLPs is, of course, the PLP, the 
Parliamentary Labour Party, made up of all 
Labour MPs. The power of Blair’s New 
Labour is entrench^ here. The National 
Executive of the party has overriding powers 
over the selection and de-selection of 
parliamentary candidates. By virtue of 
constitutional changes, parallel with 
curUilment of the powers of the unions and 
the CLPs. the power of the PLP has been 
greatly enhanced.The Parliamentary Labour 
Party, composed of MPs. is overwhelmingly 
right-wing - there are only a few who could 
claim some kind of left-wing credentials. 
The huge new intake of 1997 has greatly 
increas^ Blairite influence in the PLP. 
Blairiles have been inducted in large nundsers 
as ministers, both as cabinet members and as 
junior ministers outside the cabinet. The 
prime minister's powers of patronage and 
thereby influence over the Pariiameittary 
Labour Party arc very extensive. 

The transformation of the Labour Party 
had already begun before Blair. The balance 
of power had already changed when Blairgot 
elected as leaderof the party. But Blair made 
a inost dramatic impact at a Party Conference 
when he threw overttoard key parts of the 
ijhn tifPwty constitutional commitmenu to 


itatisffl and social welfare. Soon Blair was to 
denounce, coniefflptiiousiy, what he labelled 
u Old Labour. Blair. Brown and Mandelson, 
the gang of three, coined the name New 
Labour, to underline the fact that they had 
nothing to do with the Labour Party as it had 
been before them. Their mission, quite clearly, 
is to manage British capitalism more 
efflciently than the Tories have been sMe to 
do. ‘New Conservatives’ rather than ‘New 
Labour’ would be the most appropriate name 
for the party that they have created. 

The New Conservatives? 

What is quite remaikable now is the extent 
to which Blair, Brown and Mandelson, the 
creators and the creatures of New Labour, 
have taken on board policies and projects of 
the discredited and defeated Tories! The 
Tories complain that they have stolen their 
policies! The only issue on which they differ 
from the Tories is New Labour's more 
positive approach to Europe, which is what 
multinational capital badly wants. The Tory 
anti-Europeans, who weremainly respontible 
for the defeat of the divided Tory Piuty, are 
too deeply entrenched in the party to allow it 
to adopt a positive and pragmatic approach 
to Europe. Leaving aside the issueof Europe, 
on which the Tories are caught up in prtty 
bourgeois nationalism, everything elie that 
they have stood for has been inherited by 
New Labour. 

The crcalors of New Labour set about 
assiduously to woo leaders of big business a 
king time ago Blair even made a pilgrimage 
to Australia to kowtow before Rupert 
Murdoch, the global newspaper magnate who 
gave them the full backing of his powerful 
media empire. The apparatus of what Noam 
Chomsky callsthe ‘Manufactureof Consent' 
was in place. Media support played no small 
part in the NewLabour’sek*; lion victory. At 
home the Blair team cultivated its contacts 
with the business world quite assiduously. 
Left-w i ng colleagues and trade union lewlen 
missed the significance of this entirely, for 
they initially pul it down to mere 
electioneering. It is only after the fit* few 
weeks after the elections thtt they cane to 
realise that Blair was dead serious in hit pro- 
business rhetoric. 

New Labour is therefore be* thou^ of at 
the New Conservatives. Where it iBffeis 
from the defemed Conservative Patty is in 
the dynamism and drive ih* New Labour 
has i njected in ite project to i^enente Britidi 
capitalism. The Tories, by contra*, are not 
oidy a deeply divided and demoralised party, 
with no sense of direction and purpose. Th^ 
are paralysed by deep-rooted internal 
dissension. Judging from the way in whkk 
the battle for succession to John Mtyor it 
shaping up, it does not appear th* they nrik 
ever emerge as a viiftile patty igtilK 
Moreover, the Tories are also ati aftaic iiii 
decrepit party.TheavengeaieollliaHiiikm 
it 64! Unless they c*i ngaMMO patty 
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immbenhip quite radically (which looks 
unlikely) they run the risk of vanishing 
altogether. That was the fate of the old 
Liberal Patty ofGladstone and Lloyd Geoige, 
which disappeared after first world war. The 
Conservative Party today has ceased to be an 
efficient instrument for managing the 
capitalist state in Britain and, given its present 
disarray, it seems to be destined for the 
dustbin of hi.story. Blair's New Labour has 
inherited its mantle. 

Future of British Capitalism 

New Labour has come on the scene at a 
critical moment for British capitalism. Under 
extreme right-wing nationalist pressure, John 
Major’s government moved away from 
positions that could serve British capitalism 
well. The legacy of thcThatcherite revolution 
on the 1980s has dominated the fanatic 
ideology of the Tory Patty. A large part of the 
Tory Party, equally. Is wedded no less 
fanatically to petty bourgeois nationalism 
whichhasstoodinthc wayofthepany being 
free to pursue British interests effectively in 
the European Common Market. New Labour, 
by contrast, is free from ideological 
constraints and is pragmatic in its policies. 
The Conservatives have ill-served the need 
of British industry. In the name of the 
supremacy of market forces, Margaret 
Thatcher instituted policies which naght have 
been favourable to the trading and financial 
interests. But those policies devastated 
British industry. Thatcherism fosietod a shon- 
term outlook and a get rich quick mentality. 

It discouraged long-term investment. Large 
swathes of British industry were destroyed. 
Over the years there was a systematic 'de- 
industrialisation' of Britain. E>uring the 
1980s the British people could watch the 
death of British industry on the TV, os 
factory after factory closed down and (he 
equipment was sold for scrap. 

De-industrialisalion of Britain is one of 
the most remarkable achievements of 
Th^cherism in Britain, industrialists fell 
betrayed, it was quite a remarkable sight to 
see the chairman of the Confederation of 
British [ndustnes (CBI) declare at their 
conference that the time had come for ‘abare 
knuckle fight' with theThatchergovemment. 
Thatcherism was destroying them and they 
had to fight back. It is difficult to imagine the 
depth of feeling of that senior member of the 
British industrial establishment who was 
driven to use such language. The CBI kept up 
its pressure though it was not effective 
enough. Now Brown and Blair have lined up 
behind the CBI and given it new heart. 

As against the CBI, there is institute of 
directors, which represents mainly trading 
and financial interests. They were enthu¬ 
siastically behind Thatcher. Her policies of 
privatisation, for example, put vast assets 
into their grasping hands. One should add 
that the policy of privatisation also put huge 
amounuofliquidassets into the handsofthe 


government. That allowed them to lowerthe 
public sector borrowing requirements 
(PSBR) and reduce direct taxes on the rich. 
It must be said though that the ‘tax cutting' 
rhetoric of the Conservatives has concealed 
a huge regressive shift in the burden of tax. 
They increased indirect taxes (that bear more 
heavily on lower income groups) that more 
than made up for what they gave away by 
reductions in direct taxes, that benefited the 
rich more. In the conditions created by 
Thatcher there were quick profits to be made 
on the stock market. Banks and financial 
institutions made a killing. A decade and 
more ofTotygovemmenl has widened the 
gulf between the rich and the poor in Britain. 
With the decline of British industry, 
unemployment has risen and Britain has 
plummeted down to the bottom of the 
European prosperity league. 

British capital now wants conditions 
created for its regeneration. Blair has 
promised it that. An excited spokesman of 
the CBI who was commenting on BBC TV 
on the election results, as they came through, 
could not restrain his joy when the results 
indicated a landslide victory for New Labour. 
He did emphasise though that theNew Labour 
government would have its work cut out, 
afterthe decadesof neglect. The infrastructure 
of the British economy had to be revived and 
rebuilt. He put great emphasis on education 
and technical training. The Thatcher-John 
Major years of cutting down government 
expenditure, has resulted in serious erosion 
of the social and economic infrastructure, 
including schools, technical colleges and 
universities. Rates of literacy and numeracy 
are bad and the stock of trained personnel 
available in Britain is alarmingly low. The 
lack of skilled manpower is a major obstacle 
in the way of British mdustrial expansion. 
Tony Blair had already announced creation 
as his first priority. 

What the CBI man on the TV was worried 
about the Blair’selectioneering promise that 
New Labour would not increase taxes. That, 
the CBI man said, was a mistake. Extra 
money is badly needed fur the renewal of 
Bntain. It was not a question of how much 
tax we have to pay, he said, but a question of 
what the money is spent on. The decision of 
New Labour to remain within the constraints ' 
of Tory fiscal policies might well turn out to 
be the rock on which the Blair government 
flounders. ItisquitcconUudictoryonthepart 
of New Labour to declare that mofe funds 
wilt be available for cash-starved schools 
and hospitals and so on, while promising at 
the same time they will keep within the Tory 
spending limits amd not increase taxes. The 
chancel lor of the exchequer, Gordon Brown, 
has modelled his style on Toty orthodoxy 
and promises to be tight fisted. But (he ruined 
educational system in Britain, the cash starved 
National Health Service and much else that 
needs repair will not be renewed without 
mote cash. Moreover, the Blair-Brown leant 


do not seem to realire that (he Tories wen 
able to make do with low taxes because o 
huge sums of money that were coming intc 
their treasury through privatisation ofpublic! 
owned enterprises. New Labour docs no 
have that option. 

It is quite remarkable to see the extent tc 
which Blair and his cohort have identifiec 
with the policies of the defeated Tories! Or 
virtually every issue, they not only adoptee 
the existing right-wing Tory policies but ir 
many cases they have even outbid them ir 
pushing to the Right. The only issue or 
which they have a relatively different stance 
is their greater (but not unqualified' 
commitment to Europe. 

Old and New Labour 

There is a solitary survivor of Old Labour 
in the Blair-Brown outfit. He is John Prescott, 
the deputy prime minister. His partnership 
was indispensable in the early days to enable 
Blair to cany the rank and tile of the party 
with him. Prescott was in good standing with 
the unions and Constituency Party activists. 
Now that Blair finds himself in an 
unchallengeable position of power, he has 
much less need of Prescott, though it it 
probably too early for him to get rid of him 
altogether. Blair has sidelined him effectively. 
Prescott has been put in charge of die 
ministries of transport and the environment 
That should keep him busy. 

Prescott'.s Tory predecessor. Michael 
Heseltine, who was John Major's deputy 
prime minister, had no departmental 
responsibilities. He had an office inside 10 
Downing Street itself, so that he might be 
close to the prime minister, liaising with him 
constantly on a full range of policies, taking 
an active part in the making of government 
policy. By contrast, John Prescott has been 
given an office half a mile away, to be buried 
under his departmental responsibilities, 
isolating him from any prospect of day-to- 
day involvement with the making of overall 
policy; well out of harm’s way. He does not 
even have a place in the key ‘9 O'clock 
Committee’ with which Blair meets routinely 
every weekday (at 9 am). 

In place of Prescott, Blair has installed 
within 10 Downing Street Peter Mandcison 
as ‘minister without portfolio’. Mandelson 
is ideologically and personalty very close to 
Blair. They are of one mind. Mandelson. 
though a relatively junior figure in the party, 
has emerged as I'eminence grise of New 
Labour. For all practical purposes he, not 
PrescoU, functions as deputy prime minister. 
According to the Guardian Mandelson 
“could be more influential and potentially 
more powerful than many senior miniiters”. 
Ensconced inside Downing Street, canstaiKl, 
at Blair’s side, he will facilitate Blair’r 
penchknt for centralising policy-tnaUng and 
implementation. Blair is able to use 
Mandelsrm to intervene in ihe affairs of any 
ministry (undermining the miniiter'i 
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authority and autonomy) a> Blair chooses. 
For that he has established institutional 
machinery in the form of the *9 O'clock 
Committee’, as we shall see below. That 
suits Blair’s authoritarian predisposition. 

Blaik’s Boardroom Blitz 

Having left the working class and trade 
union leaders far behind him, Blair and Brown 
have been busy ’recruiting some of the 
brightest stars of the business world' to take 
over senior government positions. The first 
such appointment was that of Sir David 
Simon, the controversial chairman of BP, 
who has been made ‘Minister for Trade and 
Competitiveness in Europe’. He is to act as 
Blair’s supremo in Europe. Simon, a 
multimillionaire, will draw no salary. He is 
believed to have received a most generous 
‘golden handshake’ from BP to enable him 
to turn to ‘public duly ’. He has been rewarded 
by elevation to the Peerage. The list of people 
like Simon, senior men from the world of 
business who are appointed to key 
government positions, is growing day-by¬ 
day. Martin Taylor, chief executive of 
Barclays Bank, has been appointed to head a 
task force that will examine the tax and social 
security benefits system. Alan Sugar, self- 
made multi-millionaire and embodiment of 
Thatcherite values, is another. New names 
turn up every day. One more ‘catch’ is Peter 
Jarvis, chief executive of the Whitbread 
group, who earns a salary of a mere £ 6.00,000 
1 aycar.whowillheadtbcgovemmeni’s'Low 
' Pay Unit’! One man who is tipped as a 
po.ssiMc .successor to the present governor of 
the Bank of England is an old and close 
personal friend of Blair and Brown. Gavin 
Davies is a multimillionaire and an associate 
of a big firm of stockbrokers. Davies recently 
spent a mcrc£ 3 million on a cliff lop holiday 
home in Devon. Blair and Brown admire him 
greatly. Davies’s wife. Sue Nye, holds an 
important position in Brown’sTreasury team. 
Davies himself was one of a group of men 
who were nicknamed ‘The Wise Men' who 
served on a panel of advisers to Ken Gark, 
the Tory Chancellor of the Exchequer. 
Commenting on Davies. The Guardian said 
"He travels light, ideologically". The same 
could be said of Blair and Brown. According 
to the newspapers, “Blair’s search for more 
business names on the government team is 
set to continue". Blair and Brown’s 
boardnxim blitz has stuck in the union 
leaders’ crew, who arc very sore at having 
been left out in the cold. 

One of the first major acts of Blair and 
Brown, and a dramatic one at that, was the 
grant of autonomy to the Bank of England in 
setting interest rates. Until now interest rale 
policy was the exclusive prerogative of the 
governmem, even though the governor of the 
Bank of England was consulted. But it was 

the chancellor who had theauthority lodccide. 

I Now the New Labour government has 
abrogated these powen and has left it entirely 


up to the Bank of England to manage interest 
rates. A oommitlee of nine senior members 
of the Bank, under the chairmanship of the 
governor, will meet monthly to review the 
position and make changes in the Bank Rate 
on its own discretion, without involving the 
government or even referring to it. This, 
Brown has said, is to “remove politics from 
financial policy-making”! For the governor 
of the Baidr of England this generous offering 
was turned just a little bit sour by the arrogant 
and discourteous manner in which he was 
told of the change. He had not been consulted 
in advance nor even been given an advance 
indication of what was in the offing. Called 
to a meeti DgwithBrownat9amone Monday 
morning Eddie George, the governor, “was 
both shocked and delighted” to be told about it. 

This step, in handing over the power over 
determining interest rates to the City of 
London’s financial hierarchy, is a major 
retrograde step. This was totally unexpected. 
It was never brought up even for discussion 
at any time before, let alone getting party 
approval for it or being put into the party's 
Election Manifesto nor was it tabl^ as a 
statement in parliament. There is no patty or 
paiiiamentary sanction for it. Blair has treated 
both with disdain, it is a stepof unprecedented 
magnitude, but taken entirely by Blair and 
Brown off their own bat. They have given up 
a most potent instrument of monetary policy, 
into the unfettered hands of the financial 
hierarchy of the City of London. A great step 
for British Socialism indeed, but sadly, a 
huge step backwards! 

'The autonomy that has been granted to the 
Bank of England to manage interest rales, 
without reference to the government, has 
already brought serious problems to the 
forefront. In the name of restraining 
inflationary pressures, the Bank of England 
has recently raised interest rates. Thai has 
been done at a most inopportune lime for the 
government’s aim of reviving industry and 
boosting employment. It has put up the cost 
of raising capital and therefore it is a new 
disincentive for industrial investment. 
Moreover, it has had a most undesirable 
effect on the foreign exchanges by creating 
upward pressures for an already overvalued 
pound. Tilts has made British exports more 
expensive in foreign markets and greatly 
cheapened imports into Britain, competing 
more effectively with local mdu.stry. In all 
thc.se ways, the Bank of England decision 
has been taken in total disregard of the difficult 
task of regenerating British industry, which 
is the most important task before the new 
government. But Blair’s government has 
already thrown away that most potent 
instrument of economic policy. 

Autocratic Blair 

Finally, one mu.st add a svord about Blair's 
autocratic and authoritarian style. He has 
contempt for his pariy, which for him is no 
more Itian an instrument necessary for his 


rise to power. He expects his colleagues to 
grove] before him. As he greeted the new 
contingent of Labour MPs for the first time, 
he told them “We are the tcrvanis of the 
people”, in Blair’s self-centred eyes, he 
himself embodies 'the people’. ‘Blair Lays 
Down the Law to His MPs’ said The Times 
headline, accurately summing up that 
meeting. If anything the ‘landslide’ victory 
has made Blair’s authoritarianism worse. 

Blair has institutionalised his personal 
control over the party and the govenunenU 
Normally, ministers who are responsible for 
different departments bring their proposals 
before the cabinet where the policies are 
negotiated with colleagues, presided over by 
the prime minister who naturally does have a 
special weight in the process but cannot just 
diciateunilaterally without taking account of 
his colleagues. Blair has found a way to 
bypass this. He has set up a special team of 
five '.Special Advisers’ (nicknamed the ‘New 
Mandarins’jw'hoarebasedin his office at 10 
Downing Street and work under his trusted 
lieutenant Peter Mandelson. All policy 
initiatives, press briefings, etc, from every 
ministry have tobesubmitted to his ‘90’clock 
Committee' to be vetted and cleared as a 
matter of routine. Blair meets with the 
committee at 9 am every weekday. That is 
Blair's central power house that enables him 
to direct, from day-to-day. (he ongoing work 
of every ministry on every important issue. 

The dKisions already has 'ng been settled 
through the 9 O' clock Commiitee. the cabinet 
itself IS left wiih very little to do but to rubber 
stamp decisions that are already made with 
Blair’s authority. 

Even Blair’s friends in the board rooms 
have begun to show disquiet because of his 
arrogant and supercilious manner. He and 
Brown seem to take MMne childish delight in 
springing surprises on evervone. without 
consultation or discussion. They ruffled some 
feathers when they set up a new body that is 
to oversee and regulate all financial 
institutions. It was an overdue step tlua in 
itself is not unwelcome to the City, in the 
light of numerous scandals in recent yean. 

The new body will lake over some of the 
powers of the Bank of Englandinsiipervistng 
hanks. In taking that step Blair and Brown 
neither consulted nor even infonned the 
governor of the Bank of England whose role 
was most directly affected. He knew about it 
only when the announcement was made. The 
governor and the entire City of London 
establishment are quite appalM at Blair and 
Brown's persistent cavalier conduct. Lord 
Alexander, chief of Natwesi Bank and doyen 
of the City financial hierarchy, filed a shot 
across the bows in a politely worded but 
quite plain speech, a wanting to Blair wd 
Brown that they must learn the etiquette rtf : 
public office and check their arrogance.. 
ruling elite of the city reminded thnn iliB 
they are. after all, servants of die ‘peopled 
who rule the wodd of Briiuli capMdnnl 
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Occupational Diversification among 
Rural Groups 

A Case Study of Rural D’ansformatioii in Iknii] Nadu 

R Maria Saktfa 


Treating the employment and income patterns underlying the observed occupational structure as an analytical 
tool and using primary information obtained from 218 households in four villages in Tiruchirapalli district of 
Tamil Nadu, this article aims to empirically explain as to how and why rural transformation has a differential 
impact on various rural groups in terms of employment and income diversification. It shows that since the income 
benefits of rural transformation are related more with asset ownership than with employment shares, employment 
diversification, though necessary, is not sufficient for income diversification among the rural poor. While 
occupational diversification does contribute to income stability, its role in income enhancement is severely 
constrained by lower wage rates in rural occupations where the poor groups participate the most. 


I 

Introduction 

ECONOMIC development is often equated 
with structural transfonnation of the economy 
where the relative share of agricultural sector 
both in national income and labour force 
declines while that of industrial and service 
secton increases [see Staatz aiul Eicher 
1984:4], That is. theeconomiedi versification 
of occupational structure and the relative 
changes in the employment and income 
significance of sectors form an integral part 
of the socio-economic process underlying 
structural transformation. In the particular 
context of rural areas, due to institutional 
rigidities and differential access toeconomic 
assets, the impact of structural transformation 
is not always uniform across rural groups. 

Considering the employment and income 
patterns underlying the observed occu¬ 
pational structure as an analytical tool for 
capturing the impact of rural transformation 
and utilising primary information obtained 
from 218 rural households in four resource 
endowment-wise distinct villages in 
Tiruchirapalli district' of Tamil Nadu, this 
paper attempts to empirically evaluate as to 
how and why the process of rural 
transformation has a differential impact on 
various rural groups particularly in terms of 
employment and incomedi versification. The 
specific t^jectives of this paper are to (i) 
outline the general linkages between 
occupational structure, economic 
divertifkation, and rural transformation, (ii) 
focus on group-specific variations in sector- 
specific empioyment observed in our study 
region, (iii) describe the employment and 
income structures of rural groups both from 
a cross-sectional and inter-temporal 
perspective, and (iv> evaluate the extent by 
which different rural groups have benefited 
from the ongoing process of sodo-economic 
tnraformation as reflected by the nature and 


direction of changes in their occupational 
structure. 

Obviously, the scopeof this paperislimited 
to the analysis of only the economic 
dimension of rural transfonnation. Even the 
economic dimension is further confined 
essentially to the employment and income 
implications of the occupatioiuil structure. 
Nevertheless, wherever possible, we do 
consider sociological aspects like the social 
sums as reflected in terms of land and cattle 
ownership and gender issues as captured by 
male-female differences in employment 
pattern and economic diversification. 

11 

Occupational Structure and Rural 
Transfonnation 

The main mechanism through which 
structural transformation gets manifested is 
the changes in the occupational structure and 
the associated employment and income 
patterns of rural groups. Since occupational 
structure reflects the diversification of 
employment and income sources, it is also 
an instrument for capturing the relative 
potential foreconomicdiversification among 
rural groups. As such, changes in the 
occupation^ structure form a crucial and 
more transparent aspect of the analytical and 
empirical linkages between structural 
transformation and the empioyment and 
income diversification potenfTal of a 
community. 

Occupation not only determines the 
employment and income potential of an 
individual but also indicates hit social status 
as well [Slocum 1966:76-87]. In this sense, 
occupation serves as the link that holds 
individuals to the social and economic order 
of aoommunity. Viewed fromthe perspective 
of socio-economic status structure, occu¬ 
pational pursuitsare related loan incH vidual's 
function in the economic system, his share 


of the community's wealth (land, livestock, 
etc), and his social status and ecological 
position in the community [Blau and Duncan 
1967]. 

Since occupational structure is a variable 
located in the interface between economics 
and sociology, the occupational pattern of 
rural groups as observed in their employment 
and income structures has the capacity to 
closely approximate the existing social status 
structure as well. Even technologicai and 
institutional changes (e g, farm 
mechanisation, land tenure and tenancy,etc), 
and infrastructural developments (e g, 
transport and communication, banking, 
market and extension networks, etc)- which 
either precede or succeed the process of 
transformation - will have their effects get 
ultimately reflected in the form of 
occupational diversification of various 
economic and social groups. In this way, 
economic transition is also accompanied by 
a concurrent process of social transition as 
the economic mobility - both upward and 
downward - of groups engenders constant 
changes i n their social strati fication and class 
structure. 

Certain crucial featuresoftheoccupational 
structure especially in the context of rural 
transformation process can now be noted. 
First, unlike the case of urban areas where 
occupational specialisation nteans exclusive 
reliance either on a si ngle or few occupations, 
in the context of rural groups, occupational 
specialisation essentially means a rdatively 
greater dependence on one or few occu¬ 
pations within the context of a (Uvertifled 
occupational pattern. In fact, it it through 
such a multiple or diversified occupational 
structure, rural groups try to enhance and 
maintain their employmeni and income 
leveli. The phenomenon of multiple 
occupationt in a rural context, does not 
however, rule out the potslbilhy of iclativi 
tpedalisaiicm in cettito occu|Nition(t).* 
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Second, the number and variety of 
occupation! themselves undeiio changes 
over a period of time thanks to the effecu 
of certain technological and institutional 
developments Mcompanying the process of 
rural transformation. While new occupations 
emerg/t out of the process of agricultural and 
rural development, some traditional 
occupations may either disappear altogether 
or get transfomied into more modem forms 
depending upon the nature and effectiveness 
of policies pursued by the government [see 
Ranis and Stewart 1993]. Forinstance, while 
new rural occupations such as those related 
to processing, seed/pesticideffertiliser outlets, 
and repair/maintenaiice workshops for 
tractors, pumpsets, etc, have emerged in the 
aftermath of green revolution technology, 
traditional occupations like brick-making 
and weaving have transformed into more 
modem forms with better technology and 
organisations. 

Meanwhile, the expansion in the activities 
of local governmental institutions (e g, health 
centres, schools, etc) and rural development 
programmes have also created some addi¬ 
tional avenues for new forms of rural employ¬ 
ment over the years. Since the changes both 
in the number and variety of rural occupations 
as induced by the process of rural trans¬ 
formation tend toultimately alicrthc relative 
employment and income shares of theexist- 
ing occupations, the employment and income 
pattern underlying the existing occupational 
suucturc can be used as an analytical tool 
for both capturing and reflecting the differ¬ 
ential economic potential for occupational 
diversification among rural groups. 

And, finally, given theirdifferential access 
to economic assets such as land and livestock, 
rural groups differ vastly in terms of their 
capacity and requirement for occupational 
diversification. While groups with a larger 
share of the community's wealth have a 
greater economic capacity to diversify their 
employment and income sources, poor 
groups, on the other hand, have the economic 
compulsion for a diversified occupational 
pattern so as to achieve the dual goal of 
income stability and enhancement. In other 
words, the effects that rural transformation 
has on the occupational structure of different 
groups is conditioned, to a greater extent, 
by grnup-spcciflc variations in the access to 
economic assets. Naturally, therefore, 
economically better endowed groups could 
benefit more from the transformation prtxrcss 
as compared to the less endowed groups like 
landless labourers and maiginal farmen. This 
cfucial linkage between asset ownership and 
the economic potential for income and 
employment diversification is an important 
point that needs to be kept in mind while 
evaluating the impart of rural transformation 
<)n various rural groups in terms of 
occupational diversification. 
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Aaalytical Framework and 
Empirical Context 

Since the relative employ mem and income 
shares of occupations vary across groups 
especially over time, group-specific 
variations in employment and income 
strucnires could refto thediiTerential impact 
of rural transformation across groups. A 
careful analysis of employment and income 
structures, therefore, could provide valuable 
insights into the nature and extent by which 
(liffercnt rural groups did actually benefit 
from the dynamic process of socio-economic 
transition. It is in this respect, occupational 
pattern and its underlying employment and 
income structures prove to be a useful 
analytical tool forstudying the varying impact 
of rural transformation across different rural 
groups. 

For the purpose of defining rural groups 
here, we have primarily used the farm si/c 
variable. This is in view of the crucial role 
that land ownership plays in determining not 
only the level of rural income and 
employment but also the ability to have 
access to institutional credit. Besides, the 


size of the crop enterprise also has 
implicationsforbodithesueandctniiptMttkn 
of livestock enterprise in view of the fodder 
and labour-related linkages between these 
two niral enterprises. To (he extern laid 
ownership indicates social status and the 
access to land is limited to dominant caste 
groups in most rural contexts, the farm size 
variable does also have important 
sociological significance as well. Much more 
importantly, defining rural groups in terms 
of their land ownership also has another 
advantage for the purpose of this paper. That 
is, the nature and degree of access to land, 
in fact, determine the extent by which 
different rural groups could actually benefit 
from economic transformation. Thus, the 
sample households were grouped into seven 
farm sizegroups including tbelandless group. 
However, wherever possible, groups defin^ 
by gender and cattle stock size will also be 
used for study ingtheemploymcni and income 
patterns. 

Although rural occupalion.s are many and 
varied, for analytical convenience, th^ are 
grouped here into the following four main 
categories: farming, wage labour, livestock, 
and non-farmactivities. Togauge the relative 


Tarle I: General Socio-Ero.'ioMir Profile of ™e Sample 


Farm Size 
(Acres) 

Number 

of 

House¬ 

holds 

Sample 

Popul¬ 

ation 

Active 

Popul¬ 

ation 

(Per Cent 1 

Toial 

Farm 

Area 

(Acres! 

Total 

Animals 

(CEUsI 

Mean 

Income/ 

Capita 

(Rs) 

Mean 

Assets/ 

Capita 

iRs) 

Mean 
Age of 
Head 
(Years) 

0 

.49 

193 

65 38 

0 00 

.46.28 

2.422 04 

.324.17 

41 

0- 1 

.10 

I.SI 

78.81 

21.20 

.47.19 

2,443.48 

1,019.64 

48 

I - 2 

.46 

202 

77.2.4 

62.10 

69 84 

2.7.50.79 

629.82 

48 

2-4 

46 

2.54 

77.56 

142 43 

122 54 

3,498.99 

1,695 63 

50 

4-6 

24 

132 

74 24 

125.1.5 

60 94 

6,18.4.03 

2.811.82 

5t 

6 ■ 10 

25 

I5.S 

74 17 

206,75 

106 70 

6.627.77 

5.327,19 

49 

10-F 

18 

147 

64 6.4 

308 40 

169.29 

10.018.56 

10.103.64 

56 

Total 

218 

12.44 

73.50 

866.03 

602.78 

4.545.46 

2801.59 

48 


Tasie 2: Crop Sector Employmijjt: Pattern aitic>s.s Crop and Farm Size Giicxre 


Crop/Farm 

Size Groups 

Share in 
Total 
Mondays 
(Percent) 

Female 
Labour 
(Per Cent) 

Hired 

Labour 

(Percent) 

Mondays Per 

Labour 
Share in 
Cost 

(Percent) 

Index of 
Seuon- 
ality 

Acre 

1000 Rs 
Output 

Crop groups 

Fnodgrains 

39.98 

7,5.14 

82.52 

.44.56 

9.73 

.49 05 

0.318 

Oilseeds 

24.38 

74.82 

86.44 

26.80 

7.48 

22.16 

0.380 

Comm crop» 

17.18 

73 46 

90.21 

71.77 

13 12 

22,65 

0.359 

Spices 

8 73 

86 26 

73.9.4 

79.07 

7.76 

35.84 

0.242 

Honiruliural 

crops 

1 32 

58 86 

97 60 

61,3.4 

4..49 

46.75 

0207 

Pulses 

4.14 

79.46 

62.10 

24.37 

31 60 

36.3,4 

0.719 

Vegetables 

4.27 

76.40 

29.18 

84.33 

.44.18 

5t.70 

0 553 

Farm size ;acres) 

0- 1 

4 27 

72.09 

81.96 

62 76 

4.28 

29.33 

0.250 

1 • 2 

80S 

73.36 

78.94 

44.10 

12.14 

67.56 

0.331 

2 - 4 

1925 

7.4.63 

81.90 

45.73 

4,90 

42,55 

0329 

4-6 

14.45 

75.81 

88.62 

42.45 

6.97 

21 66 

o.m 

6-8 

13 II 

78.03 

77.42 

39.97 

6.40 

20 62 

o.m 

8-10 

9.22 

76.52 

84.96 

32.21 

.4.21 

I.4.7S 

eju 

lO-F 

31 64 

82.39 

84.02 

40.02 

6.27 

33.54 

ejQt 

All 

100.00 

73.69 

71.76 

57.05 

16.77 

3S.46 

0l3U 
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employ meM and income significance of these 
four occupational groups, the occupational 
structure will be considered both in the 
employment and income domains. 
Employment is evaluated not only in terms 
of the rate of participation (i e, the distribution 
of active members across occupational 
groups) but also in terms of the intensity of 
participation (i e, the distribution of total 
mandays across the occupational groups).' 
Since temporal analysis is crucial to capture 
the dynamic effects of rural transformation, 
employment and income structures are 
evaluated not only in across-sectional context 
of rural groups, also in an inter-temporal 

context of select time points. While the inter- 
tempotal evaluation ofeitiployment structure 
is based on the information on the rate of 
participation reported in the 1971 and 1991 
censuses pertaining to the four sample 
villages, that of the income structure is based 
on survey information pertaining to the two 
time points, i c, 1992-93 and 1987-88.'* 
Another analytical aspect particularly 
pertaining to our cross-sectional evaluation 
is that besides the analysis of the distribution 
of group-specific employment and income 
across the four occupations, the evaluation 
of the distribution of occupation-specific 
employment and income across rural groups 
is also essential to focus on the relative share 
of rural groups in total employment and 
incomeobservedineachoccupationalgroup. 
While the occupation-wise distribution of 
group-specificempby mem and income helps 
to understand group-specific variations in 
employment and income patterns, the group- 
wise distribution of occupation-specific 
employment and income enables us to know 
the relative employment and income share 
of niral groups. 

A detailed household survey conducted in 
Tiruchirapalii district in Tamil Nadu during 
the agricultural year 1992-93 provides the 
empirical b»is for this study. For this survey, 
four villages represeming each of the four 
agro-climatically distinct regions of the 
district were selected to reflect different 
iirigation/farming systems evident in the 
study district.’ A total of 218 households 
were selected so as to capturedifferent socio¬ 
economic configurations present in the four 
study villages. The sample represents 8 per 
coit of the total households, 10 per cent of 
the total population, attd 20 per cent of total 
fann area found in the four study villages 
as per the 1991 census. 

TaMe I gives the farm size-wise distri¬ 
bution of the sample and its socio-economic 
characteristics. Of the sample households, 

18 percent are landless, 30 per cent are small 
farmers with less than 2 acre (ac) of land, 

32 per cent are medium fanners with a farm 
size ranging from 2 to 6 ac, and the rest are 
large farmers ha'vtng a farm size exceeding 
6 ac. The sample covers 866 ac of total farm 


area and 603 cattle equivalent units (CEUs) 
of c^tle stock.* While land ownership is 
skewed in favour of larger farms as farms 
larger than 4 ac account for three-fourths of 
the total farm area, cattle ownership is 
concentrated in two farm groups (2-4 and 
)0i- ac) that together account for about 50 
per cent of the total CEUs. 

Notably, 14 per cent of the sample 
households do not have any livestock asset 
at all. While the majority of households have 
cattle less than four CXUs, only 5 per cent 
of them own more than eight C^Us. Over 
two-thirds of the sample households have 
an annual per capita income and household 
asset value of less than Rs 6,(X)0. To the 
extent our study area and sample can be 
considered to represent the condition 
prevalent in most parts of rural India, the 
broader implications of the results to be 
reported here have relevance well beyond 
the study area and the sample as such. 

IV 

Sector-Specific Employment: 

Intensity and Completion 

Before proceeding further, it is u.seful at 
this .stage to recount certain major features 
of .sector-specific employment pattern evi¬ 
dent in our study region.’ Since th^ employ¬ 
ment characteristics have implica-tions for 
group-specific variations both in the level 
and structure of employment and income, 
they can form as a necessary backdrop to 
our subsequent analysis of the group-wise 
variations in occupational diversification 
status and its o veral I employment and income 
implications. 

Farm Sector Employment 

The major factors affecting the group- 
wise share and distribution of farm sector 


employnient are crop composition and land 
use Intensity which air, in turn, influenced 
by factors like irrigation, household food 
and fodder requirements, and relative crop 
prices. Table 2 shows the observed pattern 
of crop sector employment across the crop 
and farm .size groups. Fbodgrains, as agroup, 
accouiHforthe highest shiuvof total mandays 
spent in crop sector (40 per cent) followed 
by oilseeds (24 per cent) and comtnefcial 
crops (17 per cent). Although spices, pulses, 
and horticultural and vegetable crops have 
only less than 20 percent of the total mandays, 
they display certain desirable features in 
terms of both the intensity and composition 
of farm employment. For instance, although 
spices, pulses, and vegetables use less of 
hired lal^r, they demand more female labour 
as compared to other crop groups. Notably, 
both spices and horticultural crops show a 
seasonally more balanced employ-ment as 
compared to other crop groups.' Although 
vegetables display a seasonally more 
unbalanced employment pattern, they show 
the highest labour use intensity both in an 
absolute and relative sense.* 

Of the total mandays actually spent in 
various farming operations. 74 per cent is 
accounted for by females and 72 per cent 
come from hired labour. This implies an 
increasing feminisation of farm lal^r and 
agreaterdependence on rural labour markets 
for farm labour. Both the female and hired 
labour use generally increases with farm size 
suggesting that feminisation of farm labour 
and labour market dependence increase with 
larger and more commercialised crop 
enterprises. Notably, since family labouruse 
is only less than 30 per cent even for small 
and marginal farm groups, the agricultural 
production systems of our study region seem 
to have been well integrated with the rural 
labour market. 


Table 3; Livestocx Sector EstfLovMENT; Pattern across Farm and Cattle Stock Size Grow* 


Form/CaUle 

Slock 

Size Groups 

Share in Share of 
Total Milch 

Animals Animals 
(Percent) (PerCent) 

Share in 

Mandays by 

Mandays 

Per 

Animal 

Unit 

Cost Due 
to 

Labour 
(Per Cent) 

Mandays Male Female 

(PerCent) (Per Cent) (Per Cent) 

Farm size (acres) 
0 

6.02 

59.67 

13.0.3 

30.65 

69.35 

66.46 

19.76 

0- 1 

6,17 

47.62 

(2.53 

23.30 

76.70 

62.33 

39.64 

1 - 2 

II.S8 

57 67 

12.54 

15.77 

84.23 

33.23 

21.56 

2-4 

20.32 

38.10 

19.52 

42.37 

57.63 

29.48 

22.49 

4-6 

10.11 

58.6i 

11.67 

42.59 

57.41 

35.44 

22.97 

6-8 

10.86 

44.85 

6.40 

52.74 

47.26 

18.09 

10.04 

8- to 

6.83 

57,64 

8.37 

61.39 

38.61 

37.61 

41.84 

lO-s 

28 07 

50.70 

15.93 

70.83 

29.17 

17.41 

16.35 

Cattle slock size (CEUs) 

0 - 1 2.76 

6.01 

10.62 

20.10 

79,90 

118.02 

72.56 

1 - 2 

11.84 

71.26 

26.28 

26.01 

73.99 

68.14 

30.43 

2-4 

28.35 

50.09 

29.09 

41.77 

58.23 

31.50 

20.64 

4-6 

22.46 

44.62 

15.80 

43.88 

56.12 

21.59 

16.40 

6-8 

7.34 

44.03 

6.40 

62.42 

37.58 

26.76 

39.08 

8- 10 

4.38 

59.48 

5.30 

92.86 

7.14 

37.08 

10.24 

10-f 

22.83 

49.32 

6.51 

76.33 

23.67 

8.75 

9.54 

All 

100.00 

49.34 

100.00 

40.45 

59.55 

.30.98 

22.06 
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Both the absolute and relative levdt of 

labour use aie observed to decline with faim 
size. This meau that smaller fanns use more 
the inputs they have the most, i e, labour, 
wheieas larger farms use more purchased 
inputs relative to labour inputs. Still then, 

farms laigerthandac account foratwo-third 
share of total mandays devoted to farming 
thanks essentially to their larger farm size 
and more intensive cultivation. Since well 
over 65 per cent of labour use observed 
among all farm groups is concentrated in the 
two crop growing seasons, i e, inter-season 
and harvesting season, farm employment is 
seasonally more unbalanced irrespwtive of 
farm size. However, from an overall 
perspective, seasonality of farm employment 
is relatively lower among larger farms as 
compared to smaller farms. 

Livestock Sector Emelovuent 

Among the most significant features of 
livestock sector employnvent depicted by 
Table 3, the following require out attention. 
Although livestock sector employment is 
essentially part-time in nature, among the 
landless households, it is much more than 
a mere part-time pursuit as some of their 
members are not only devoted almost 
exclusively for livestock maintenance but 
also observed tospendfull days in livestock- 
related activities like open grazing animals 
and feed/fodder collection, The magnitude 
of mandays devoted to livestock sector is 
determined by thesizeandcompositionof (he 
livestockentcrprises. When ihecomposition 
of livestock enterprise is oriented more 
towards dairy and draft animals, the level 
of livestock sector employment is more than 
when Ihecomposition is dominated by other 
categoricsiikcgoats.sheep.andyoung stocks. 


While the tangle average of mandays/ 
CEU/year is 31, the landless and marginal 

farm groups devote about twice this average 
as these poor groups without theirown fodder 

supply often substitute labour inpuu for 
fodder (i e, the use of labour in open grazing 
and fodder collection). For instance, the 
landless and marginal farm groups accounting 
for just 1 2 per cent of total CELs have a 
26 per cent share in total mandays. Similariy, 
although groups with less than two CEUs 
account for Just a 14 per cent share in total 
animals, they have a 36 per cent share in total 
livestock sector mandays. In contrast, lurai 
groups with larger farms and cattle stocks 
have dispropoitionaiely less share in total 
livestock sector mandays due to the possible 
scale economy in labwr use. This is the 
reason as to why labour use - both in an 
absolute (mandays per animal unit) and 
relative (labour share in total cost) sense - 
generally declines with cattle stock size. 

Although females have a 60 per cent share 
in total livestock sector mandays for the 
sample as a whole, the gender composition 
of livestock sector employment across farm 


and cattle stock size groups reveals a notable 
patteni. While females haves domnant shiie 
in total mandays among groups with a tem 
size of less than 6 ac and aitle stock size 
less chan 6 CEUs, males have that distinction 
among the remaining groups. This pattern 
of genda composition can be explained by 
two somewhat intenelated factors. 

First, the dominant position of males in 
livestock employment can be taken as an 
indicator for the relative livelihood 
significance of livestock sector. Since most 
rainfed farms tend to have larger cattle 
enterprises so as to supplement their limited 
farm sector employment and income, they 
use relatively more male labourers in 
livestock maintenance. Similarly, from a 
regional perspective, the share of males is 
higher (41 to 64 per cent) in agriculturally 

less developed regions where livestock sector 
is income-wise relatively more important as 
compared to that (27 to 47 per cent) in 
agncuUuraUy more developed tepons. 

And second, although livestock sector is 
equally, if not more, imponam as a source 
of livelihood for the landless and small farm 


Table 5; Non-Fabm EunjOYMENT Paturn across Farm Groub 


Farm Size 
(Acres) 

Number 

of 

Households 

Number 

of 

Workers 

Days/ 

Month/ 

Person 

Days/ 

Mondi/ 

Households 

Mean 

Income/ 

Day 

(Rs) 

/ncome/ Reguiar 
Month/ Wotken 
Hooschold (PcrCcoO 
{RO 

0 

27 

57 

1784 

35 40 

26.41 

881 75 

55.36 

0 • 1 

18 

32 

24.38 

41.81 

33.40 

1,435.87 

80.56 

1 - 7 

22 

36 

19.9* 

3013 

28.13 

848.65 

62.50 

2 - A 

22 

28 

21.65 

26,70 

34,09 

920.67 

54.17 

4 ‘ 6 

13 

24 

21.21 

41.61 

34.75 

1,566.70 

64.58 


7 

10 

1013 

14.69 

37.SO 

747 03 

50.00 

H - 10 

7 

8 

16.69 

1802 

24,50 

598.20 

SO.OO 



4 

28.67 

382.3 

56,67 

2.166.31 

100.00 

Total 

126 

215 

20.10 

.34.33 

31,36 

1.083.59 

49 40 


Sex/ 

Farm Size 
(Acres) 


Male workers 
0 

U- I 
1 - 2 
2-4 
4-6 
6-8 
. 8-10 
I 10 + 

'cmale worker* 
0 

0- I 
1-2 
2-4 
4-6 
6-8 
8-to 
10 + 


Tabu 4; Wage Laboob Emtuayment; Genoer and Seasonal Pattern across Farm Size Grolts 


_ Busy Season _ 

Number Nuinb^ Work Wwk Mean 

of of Days/ Days/ Wage 

Households Workers Month/ Month/ Rate 

Person Household (Rs) 


66 

81 

17.49 

21.46 

25.45 

18 

19 

19.6.3 

20.25 

26.25 

n 

14 

17.85 

18.57 

24.64 

16 

20 

17.21 

21 06 

25.10 

14 

21 

16.19 

24.91 

29.17 

y 

4 

8.1.3 

13.13 

14.38 

0 

0 

0.00 

000 

0.00 

2 

3 

7.75 

II 75 

11.25 

0 

0 

000 

0.00 

0.00 

77 

101 

16.77 

21.99 

13,03 

27 

.37 

I8..50 

25.41 

12,78 

16 

17 

17.50 

18.24 

1.3 83 

14 

19 

15.85 

22.28 

12 67 

15 

20 

12.31 

19.12 

10.17 

3 

6 

7.50 

1.3.13 

6.25 

0 

0 

0.00 

0.00 

0.00 

2 

2 

8,75 

8.75 

7.50 

0 

0 

0.00 

0.00 

0.00 


Lean Season 


Income/ 

Month/ 

Household 

(Rs) 

Number 

of 

House¬ 

holds 

Number 

of 

Worker* 

Work 

Days/ 

Month/ 

Person 

Woik 

Days/ 

Month/ 

Household 

.567 60 

60 

7.3 

11.17 

13.59 

530.39 

16 

17 

8.85 

9.32 

454.4t 

l( 

(2 

12.50 

13.11 

519.57 

16 

19 

10.67 

12.17 

746.63 

13 

20 

1081 

I7..37 

385.94 

2 

2 

2.25 

2.25 

000 

0 

0 

0.00 

0.00 

253.75 

2 

3 

5.50 

8.50 

0.00 

0 

0 

0.00 

0.00 

286.47 

73 

100 

II 08 

15.18 

.316.41 

27 

41 

10.83 

15,96 

249.37 

15 

16 

15.02 

I5..59 

262..30 

13 

17 

9.67 

13.28 

272.38 

14 

19 

6.91 

9.85 

178.13 

3 

6 

2.63 

544 

0.00 

0 

0 

0.00 

0.00 

131.25 

1 

1 

5.00 

.5.00 

0.00 

0 

0 

0.00 

0.00 


Mean 

Wage 

Rate 

(Rs) 

Mean 

Income/ 

Month 

(Ril 

24.64 

334.75 

2057 

255.83 

24.58 

318.98 

22.44 

270.3* 

26.35 

475.96 

6.88 

61.8* 

0.00 

0.00 

11.25 

182 50 

0.00 

0.00 

12.47 

189.25 

1154 

17672 

1.3.67 

212.65 

12.63 

159.05 

10.16 

137.07 

6.25 

77i) 

0.00 

0.00 

3.73 

794» 

0.00 

OJQO 


y' 
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households usually withasmaller sized cattle 
stuck, the economic compulsion to maintain 
and enhance their household income forces 
their male members to look for both farm 
and off-farm employment leaving thereby 
the female members to combine livestock 
maintenance along with the latter's usual 
preoccupations, i e. household chores and 
crop sector employment. 

Wage Labour Employment 

Coming to the seasonal pattern and gender 
composition of wage labour employment 
(see TaMe 4), the following featutes deserve 
our attention. About a third of sample 
households and 20 per cent of active 
population are involved in wage labour 
activity. Although households with larger 
farms especially in rainfed regions do 
panicipate in wage employment, well over 
85 per cent of households involved in wage 
labour activity are with land less than 4 ac. 
Female participation in wage employment 
is substantially higher especially among 
households with no or less land. For instance, 
among the landless, while female workers 
as a proportion of total active members was 
observed to be. about 29 per cent, the same 
for male workers was only 15 per cent. 
Although seasonality affects the wage labour 
employment and income of both males and 
females, the impact of seasonality is relatively 
more strong on male workers than on female 
workers. Part of the explanation for the 
relatively lesser susceptibility of female 
employment to seasonality comes from the 
fact that unlike males, females (especially 
among the poor groups) are not constrained 
by any hesitation to involve even in sundry 
farm works with less than the prevailing 
average wage rates. 

Although females participate more with 
as much employment intensity (i e, mandays/ 
woiker/tnonth) as that of males, due to their 
lower wi^e rate (Rs l2to 13/day as compared 
to the male wage rate of Rs 24 to 27/day), 


their monthly income from wage employment 
was only less than a half of that of males. 
The male-female wage differentials reflect 
not only their differential productivity 
inevitableduetogender-specific occupations 
but also their differential pattern of 
participation in various farm operations with 
operation-specific wage rates. While male 
workers participate more in high-wage 
operations like ploughing and land 
preparation, female workers participate more 
in low-wage operations like transplantation 
and weeding. 

Irrespective of gender, it is the seasonality 
of farm employment and lower wage rates 
that largely contribute tolower wage income. 
In order to enhance wage income 
commensurate with the employ naent intensity 
and labour productivity, the current level of 
farm wage rates need to be raised not just 
by the usual legislative means of fixing 
minimum wages but essentially by altering 
the supply-demand relations in the rural 
labour market via the promotion of more off- 
farm employment options. 

Non-Farm Employment 

Table 5 presents ihc observed pattern of 
non-farm employment across farm groups 
in our study area. As to the major features 
of non-farm employment in our study region, 
the following aspects are of immediate 
relevance fur uur purpose here. The non¬ 
farm sector in our study region presents a 
rich variety of activities ranging from more 
traditional ones like quarrying and handloom 
to the most modem ones like oilseeds 
processing and gem-polishing."’ While 
activities like korai" processing and oilseed 
processing have their roots in the farm sector, 
activities like business and trade emerge 
essentially as an outgrowth of developments 
in crop and livestock sectors. Although 
handloom/weaving and gem-polishing arc 
little to do with the crop sector directly, they 
have strong linkages with the respective 


manufacturing activities in the adjacent urban 
centres. On the other hand, activities like 
government Jobs, teaching, and transport 
emerge mostly as a result of institutional and 
infrastructural developments Including the 
expansion of local government as well as 
rural development schemes. 

In the context of our study area, there are 
16 distinct non-farm activities in which 57 
per cent of the households and 26 per cent 
of the total active population report 
involvement. Of the 215 workers involved 
in non-farm sector, 50 percent report regular 
participation while others report only 
temporary participation. Notably, 16percent 
of the non-farm workers also report 
participation in more than one non-farm 
occupations. The average non-farm inconne 
per day is Rs 31 which is higher than that 
in farm employment. This seems to contradict 
the prediction of the ‘residual sector’ 
hypothesis proposed by Vaidyanathan 
(1986).'* 

It is also clear that groups with less or no 
land participate more in non-farm activities 
that too with greater employment intensity 
as compared to other groups. Despite this, 
the non-farm monthly income of the poor 
groups is not as high as that of some of the 
better endowed groups. This is due to the 
fact that the non-farm sector in our study 
region displays a dualistic pattern of 
participation. That is, as we group non-farm 
activities into two broad categories, i e, 
higher-income non-farm acti vities(Hl-NFA) 
and lower-income non-farm activities (Ll- 
NFA), we find that groups with no or less 
land participate more in LI-NFA whereas 
groups with larger farms participate more 
in HI-NFA.” Such a dualistic pattern 
has important implications for the relative 
share of rural groups in total non-farm 
income. 

Regarding thegendercompositionof non¬ 
farm workers. 44 per cent of the total nun- 
farm workers are females. However, female 
participation is not uniform across non-farm 


Table 6. OcniPATiONwiSE Gender Compositkm: Temporal Pattern durinu 1971-91 


Occupational Categories 


1971 



1991 


Annual Comoound Growth 

Tola] 

Workers 

Male 

(Per Cent] 

Feinalc 

(Percent) 

Total 

Workers 

Male 

(Per Cent) 

Female 

(Percent) 

Total 

Workers 

Male 

(Per Cent) 

Female 

(Percent) 

A Main workers 

4434 

65.63 

34.37 

5990 

65.86 

34.14 

0.100 

0.102 

0.098 

Cultivators 

2135 

79.95 

20,05 

2062 

74.54 

25.46 

-0.012 

-0.035 

0.068 

Agricultural labourers 

1768 

40.9.5 

59.05 

2475 

50.(J2 

49.98 

0.H2 

0.179 

0.057 

Livestock and fishing 

14 

100.00 

000 

72 

73.61 

26..39 

0.547 

0.444 

0.983 

Mining and quarrying 

6 

100.00 

0.00 

2 

100.00 

000 

-0 367 

-0.367 

- 

Household industry (HI) 

I2A 

89.68 

10.32 

230 

56.96 

43.04 

0.201 

0.049 

0.678 

Other than HI 

102 

92.16 

7.84 

.306 

83.99 

16.01 

0.367 

0.336 

0.605 

Construction 

32 

90.63 

9.38 

42 

97,62 

2.38 

0.091 

0.116 

-0.367 

Trade/commcrcc 

101 

94.06 

5.94 

324 

90.74 

9.26 

0.389 

0.377 

0,537 

Transpotl/storagc, etc 

5 

100.00 

0.00 

1.52 

98.68 

I..32 

1.140 

1.135 

0.231 

Other services 

145 

84.83 

15.17 

325 

74.46 

25.54 

0.269 

0.226 

0.443 

B Marginal workers 

0 

0.00 

0.00 

654 

2.45 

97.55 

2.164 

0.926 

2.156 

C Non-worfcen 

5792 

33.17 

66.83 

6343 

,39.82 

60.18 

0.0.30 

0.091 

-0.005 

Total worker! 

10226 

47.24 

52.76 

12987 

49.95 

50.05 

0.080 

0.098 

0.062 


Source: 1971 and 199 f Census. 
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acdvitiet. While tome of the activities like 
repair and mechanic, milk distribution, 
private company, transpoit, and modem 
oilseeds processing have no female workers, 
the proportion of female workers is somewhat 
higher in activities like korai processing (78 
per cent) and handloom/weaving (46 per 
cent). Although females do participate in 
some of the HI-NFA, their ^are in total 
workers is low (e g, only 22 per cent in 
business/tradc aitd 15 per cent i n government 
jobs/teaching). By and large, females 
participate mostly in LI-NFA that too with 
lower employment intensity as compared to 
male non-farm workers. This is partly due 
to the limited scope for their participation 
in non-farm sector and partly due to their 
heavy involvement in crop and livestock 
sectors. 

Apart from its role in augmenting rural 
employment and income, rural tton-farm 
sector also has other crucial roles to play in 
speeding up the process of economic 
transformation of the mral economy. As 
noted already, a strong and dynamic non- 
faim sector can raise farm wage rates by 
maintaining a higher level of non-farm labour 
demand. Moreover, thespecific educational, 
skill, and organisational requirements of the 
non-farm s(:ctor act as a desirable filtering 
mechanism for the selection and absorption 
of qualified rural workers in non-farm 
employment. The filtering mechanism is 
desirable as it induces skill formation as well 
as technical and organisational upgradations 
of the rural labour force so much so that the 
expansion of rural non-farm sector becomes 
almost synonymous with an improvement 
in thcoverall technical quality of rural labour 
force. 

V 

Occupational Diversification 

The relative occupational diversification 
status of rural groups is evaluated in terms 
of changes visible both in their employment 
and income structures. In order to better 
understand the linkages between rural 


transformation and occupational diversi¬ 
fication, it is necessary to consider these 
changes not only from a cross-sectional 
perspective but also from an inter-temporal 
perspective. While the tcmpcHal analysis can 
show the nature and magnitude of structural 
changes, the cross-sectional analysis could 
shed light on the extern by which different 
groups have actually benefited from such 
changes. 

TeMPORAL Perspective 

The tempura] changes in the employment 
structure of the study villages are evaluated 
using census data for the years 1971 and 
1991. Since census data provides information 
only on the number of workers in different 
broadly defined occupational groups, the 
employment pattern is related only to the 
rale but not to the intensity of participation. 
Besides, due to the prevalence of multiple 
occupations and the inability of the rigid 
occupational categorisation used in the census 
to adequately capture rural occupational 
diversity, employment structure considered 
just in terms of the ratcof participation could 
not reflect fully the teal employment and 
income significance of rural occupations. 
Despite this limitation, the census-based 
information on employment structure has 
two advantages. First, it allows the evaluation 
of temporal changes in employment pattern 
over a longer time span. And, second, it 


permiu us to highlight the variations in the 
male-remale employment patterns. In this 
context, we will evaluate tlw temporal 
changes in both the gender composition of 
occupations (sec Table 6) as well as the 
gender-specific occupational structure (see 
Table 7). Before doing so, let us note a few 
important points pertaining to the overall 
composition of workers and its employment 
significance. 

First, the growth of marginal workers 
suggests the increasing incidence of casual 
participation. Since 98 per cent of the 
marginal workers were females in 1991, 
casualisation seems to confine essentially to 
female workers. Second, if we compare the 
gender composition of non-workers between 
1971 and 1991, we find the proportion for 
males has increased front 33 to 40 per cent 
whereas the same for females has declined 
from 67 to 60 per cent. This means that in 
our study villages, the share of females in 
rural work force has increased considerably 
over lime partly through casual participation 
and partly through rcgularparticipation. And, 
finally, the ongoing process of rural 
transformation in our study area has 
contributed to a higher participation 
irrespective of the gender of workers. This 
is suggested by the fact that during 1971- 
91. non-workers as a percentage of total 
workers has declined froHn ^7 to 49 per cent 
while, at the same time, the share of main 
workers has increased from 43 to 46 per cent 


Tarle 8. Temk»al Chancf. in I.ncome .Structure 

(f’eirrarnges) 


Farm Size 


Current Slalus (1992-93)_ 

_Five Years before (1987- 

88) 

(Acres) 

FA 

L.5 

WL 

NF 

FA 

La 

W'L 

NF 

1) 


0,00 

45 .34 

8 65 

46 00 

9 62 

51.15 

64 

35.59 

0- 

1 

.13.28 

26 45 

4 00 

35..36 

38 62 

.36 J2 

3.23 

21.83 

1 - 

1 

37,97 

23 47 

12 08 

26 47 

.50 00 

27.17 

3.39 

19.44 

2- 

4 

56 71 

1061 

lO.l.T 

22-55 

66.24 

12.35 

5 22 

16.20 

4 - 

6 

.5.5.00 

5..33 

11 60 

28,06 

68.75 

8.54 

10 71 

12.01 

6- 

10 

60 22 

1.90 

17.66 

20 23 

63.38 

4.94 

13.52 

18.17 

10 

+ 

.57,89 

0.00 

15 21 

26,90 

68.56 

0.00 

14.50 

1694 

All 


45 33 

14 21 

12.24 

28.22 

53.57 

18.17 

8.47 

19,79 


Ntitr. FA = Farming. LS = Livcslock. WL = Wage labour, and NF = Non-farm aenvities. 


Tarce 7 GENDER-Sm-IFU Empcoyment STRuenmE. Temporm Pattern ih'RINo 1971-91 

(Pemnkiges) 


UccupalHHMl Calegones 


1971 



1991 



Chance 


All 

Male 

Female 

All 

Male 

Female 

All 

Male 

Female 

Cultivator! 

48.15 

58.66 

28.08 

34.42 

38.96 

25.67 

-1.3.73 

-19.70 

-2.41 

Agricultural labourers 

39.87 

24.88 

68..S0 

41..32 

31..38 

60.49 

1.45 

6.50 

-8.01 

Livestock and fishing 

0.32 

0.48 

0.00 

1.20 

1..34 

0.93 

0.89 

0.86 

0.93 

Mining and quarrying 
Household iiiduslry (HI) 

0.14 

2.84 

0.21 

3.88 

0.00 

0.85 

0.03 

3.84 

0.05 

3.32 

0.00 

4.84 

-0.10 

too 

-0 16 
-0.56 

0.00 

3.99 

Other than HI 

2.30 

3.23 

0.52 

.5.11 

6.51 

2.40 

2.81 

3.28 

1.87 

Construction 

0.72 

1.00 

0.20 

0.70 

1.04 

0 05 

-0.02 

0.04 

-O.IS 

Tnde/commenx 

2.28 

3.26 

0.39 

5.41 

7.45 

1.47 

3.13 

4 19 

I 07 

Transpon/stonge. etc 

Other services 

0.11 

3.27 

0.17 

4,23 

0.00 

1.44 

2,54 

5.43 

3.80 

6.13 

O.IO 

4.06 

2.42 

2.16 

3.63 

1.91 

OlIO 

2A2 

Total main workers 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 





Hoiirce: 1971 tnd 1991 Census. 
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and that of maiginal woiien has risen from 
0 to S per cent. 

Coming to the temporal change in the 
gender composition of occupational 
categories.although the gender composition 
of total main wotiers has undergone little 
change during 1971-91, the same in case of 
nuin woilters in different occupational 
categories displays considerable change. In 
the case of cultivators, for instance, while 
the share of males has declined, the same 
for females has increased. On the other hand, 
the share of females in agricultural labourers 
has declined substantially whereas the share 
of males in this category has increased.'^ 

Interestingly, the livestock and fishing 
category which remained exclusively a male- 
oriented occupation in 1971 did open up for 
females as they could manage to have a 26 
per cent share of total workers in this 
occupational category by 1991. Notably, the 
gender composition of all non-farm occu¬ 
pations with the exception of mining and 
quarrying and consinictionhas gone in favour 
of female workers. The major gains in this 
respect have occurred in the case ofhousehold 
industries where the proportion of female 
worken has increased from I0to43 percent 
during the period of our evaluation. 

In order to better understand the 
employment significance of the temporal 
changes in the gender-specific occupational 
structure, it is important to know how all, 
male, and female workers are distributed 
across the occupational categories. From the 
perspective of all workers, the share of 
agriculture and allied activities (cultivaton. 


agricultural labourers, and livestock and 
fishing) in total main workers has declined 
from 88 to 77 per cent whereas the same for 
the non-farm sector consisting of the 
remainingseven occupational categories has 
increased from 12 to 23 per cent during 
1970-91. This does suggest that the impact 
of rural traiuformation process observed in 
our smdy region is significant However, the 
expansion of rural non-farm sector as induced 
by the transformation process seems to have 
bmfited the male workers more than the 
female workers. For instance, while the share 
of female workers involved in non-farm 
activities has increased only from 3 to 13 
per cent, the same for male workers has 
increased from 16 to 28 per cent during 
1970-91. That is, both the level and rate of 
change in non-farm participation are far lower 
for females as compared to males. 

Since temporal change in the income 
structure captures the changes in the relative 
income significance of different occupations 
over time (i e, between 1987-88 and 1992- 
93), it can be used for evaluating the nature 
and direction of the impact of structural 
transformation on different rural groups. The 
temporal change in the income structure of 
rural groups can be seen from Table 8. It 
is obviousthat irrespectiveof thefarm group, 
the relative income significatKe of farming 
and wage labour has generally declined 
whereas that of It vestock and non-farm sectors 
has increased. This is a clear evidence for 
the impact of the process of rural 
transformation on the incomedi versification 
among rural groups. But.asonewouldexpect, 


the extent of income diversification it not 
uniform across rural groups. Particularly, 
frutning that had a positive share among the 
landless groups during 1987-88did not have 
any share at all during 1992-93. This indicates 
that their access to land has been cut off 
either due to the absence of tenancy options 
or due to land transfers.'^ 

However, the decline in the share of tem 
income is the highest for medium farms (4- 
6 ac) which also show the highest increase 
in the share of non-farm income. Notably, 
within the non-farm sector, the income share 
of larger farm groups doi ved from HI-NFA 
such as governrhent job/teaching and 
business/trade has increased substantially 
over time as compared to that of the poor 
groups [see Saleth 1993]. The change in the 
share of livestock income is generally 
higher for landless and smaller farm 
groups as compared to others. This is partly 
due to cattle loans under various 
rural development programmes and partly 
due to the promotional role played by the 
dairy co-operatives operating in our study 
region. 

In most cases, the decline in the wage 
income share of poor groups seems to have 
been more than compensated by increasing 
income share of livestock sector and nun- 
farm sector. Although groups with no or less 
land had realised substantial occupational 
diversification as indicated by their income 
structure, they have not benefited as much 
as the medium and large farm groups with 
greater access to income-yielding assets like 
land and livestock. 


Tabi£ 9: OccuPATioNwiSE DisntiBimoN of Gnoups-Spenne Employment and Income 


( Percenui / ie ) 


Farm 

Size (Acres) 


Share in Active Members 


Shore in Total Mandavs 


Share in Total Income 

FA 

LS 

WL 

NF 

FA 

LS 

WL 

NF 

FA 

LS 

WL 

NF 

0 

0.00 

15.46 

47.24 

37.30 

0.00 

10.09 

54.41 

35.50 

0.00 

8.65 

45.34 

46.01 

0- 1 

31.10 

10.92 

23.53 

34.45 

3.48 

12.46 

48.92 

35.14 

33.28 

4.90 

26.45 

35.37 

1-2 

37.18 

8.97 

30.13 

23.72 

7.32 

11.92 

40.52 

40.24 

37.97 

12.08 

23.47 

26.48 

2-4 

56.85 

9.14 

15.23 

18.78 

10.72 

17.73 

33.87 

31.6S 

56.71 

10.13 

10.61 

22.55 

4-6 

45.92 

12.24 

15.31 

26.53 

11.70 

25.74 

15.02 

47.54 

55.00 

11.60 

5.33 

28.07 

6- 10 

50.51 

20.49 

6.43 

22.57 

23.16 

25.51 

9.45 

41.88 

60.22 

17.66 

1.90 

20.23 

lO-p 

51.58 

20.00 

2.11 

26.32 

26.09 

28.51 

0.00 

45.40 

57.89 

15.21 

0.00 

26.90 

Total 

40.24 

13.27 

20.34 

26.16 

9.36 

16.72 

.34.91 

.39.01 

45.33 

12.24 

14.21 

28.2.3 

Nou: See the note for Table 8. 













Table 10: CacNffwise Distubution of OccuPAtiON-Specmc EawLOVkieNT and Income 










A 




(PerceMaft) 

Farm 

Share in Active Members 


.Share in Total Mandavi 


Share in Total Income 

Size (Acres) 

FA 

LS 

WL 

NF 

FA 

LS 

WL 

NF 

FA 

LS 

WL 

NF 

0 

0.00 

16.19 

32.27 

19.81 

0.00 

12.69 

32.78 

19.14 

0.00 

5.90 

26.65 

13.61 

0- I 

10.14 

10.80 

15.18 

17.28 

6.05 

12.14 

22.82 

14.67 

4.84 

2.64 

12.27 

8.26 

1-2 

15.89 

11.63 

25.48 

15.59 

13.70 

12.49 

20.33 

18.07 

8.32 

9.80 

16.40 

9.31 

2-4 

30.69 

I4.% 

16 26 

15.59 

20.70 

19.18 

17.54 

i7.4r 

1987 

13.15 

11.86 

12.68 

4-6 

12.58 

10.18 

8.30 

11.18 

9.80 

12.07 

3.37 

9.55 

17.69 

13.82 

5.47 

14.50 

6- 10 

15.78 

19.41 

5.06 

10.84 

23.96 

14.78 

2.62 

10.40 

24.39 

26.49 

2.45 

13.15 

10 P 

13.43 

15.79 

0.00 

10.54 

26.63 

16.30 

0.00 

11.12 

33.61 

32.71 

0.00 

25.07 

Total 

100.00 

10000 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 


NMf. See the note for Table $. 
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Crois-Sbctional PeiurEcnve 

In Older to evaluate occupational diverei- 
ication and its underlying employment and 
ncome patterns across rural groups, let us 
itilise Table 9 which provides information 
in the relative share of the four activities 
n active members, mandays, and income 
cross rural groups. For the sample as a 
'hole, the occupational structure in terms 
if the rate of participation is dominated by 
arming with 40 per cent of the active 
opulalion, followed by non-farm sector (26 
er cent), wage labour (20 per cent), and 
nimal husbandry (13 per cent). 

As to the group-specific pattern, while the 
roportion of active members involved in 
arming increases, that in wage labour 
eclines with farm size. Wage labour 
artici pation, though confined mostl y to poor 
roups, occurs even among larger farmers 
^hich is especially so in rainfed areas where 
rage employment is sought cither fur 
upplementing limited farm income or fur 
btaining fodder in exchange for human/ 
nimal labour. It is exactly these groups 
ihich also tend to focus ntore on livestock 
tanks to their fodder-oriented crop pattern 
rompted mainly by weather-related 
ncertainties. Notably, non-farm 
articipation is the highest among landless 
ltd the second highest among others. 

The pattern of occupational di versification 
resentsadifferent picture when weconsider 
in terms of the intensity of participation, 
rom an overall perspective, non-farm sector 
ccounts for the liigh^ share in total mandays 
19 percent) followed closely by wage labour 
35 per cent) but only distantly by livestock 
ector( 17 percent). Surprisingly.crop sector 
dth the higher share in active members (40 
er cent) accounts for only (he least share 
1 mandays (9 per cent). “ Although the share 
f mandays spent in own farms is rather 
mall, if we include also the share spent in 
rage employnrent (i e, hired labour), then 
IK employment potential of crop sector 
lands as the highest. Still the individual 
hare of non-farm sector in total mandays 
omes very close to even the combined share 
f both farming and wage labour sectors. 
As to the activitywise share of mandays 
cross farm groups, the share of wage labour 
i declining whereas that of farming, 
ivestock, and non-farm sector shows an 
iKieasing trend. While wage labour activity 
ccounts for the highest share of total 
aandays among groups with no or less land, 
on-farm sector has that distinction among 
there. Although households with no or less 
md do involve in non-farm activities, their 
iwer education, skill, and financial status 
md them mote towards non-farm pursuits 
rith lower and less regular income potential. 
At to the overall income structure of our 
ample, farming accounts for the highest 


share(4l per cent)of total househuldincome 
followed by non-farm sector (26 per cent), 
wage labour (18 per cent), and animal 
husbandry (11 percent). Across rural groups, 
the income share of farm sector increases 
steadily up to 4 ac only to stabilise around 
60 per cent thereafter. While the income 
share of wage labour declines dramatically, 
that of non-farm sector declines only 
gradually with farm size. In conUrast, the 
income share of animal husbandry displays 
an increasing, (hough less pronounced, 
trend across farm size groups. In terms 
of income contribution, while wage 
labour and non-farm sector are more 
important for poor rural groups, farming, 
non-farm sector, and livestock arc more 
important for others. 

So far, we have seen how the total 
employment and income of each farm group 
were distributed across the four occupational 
groups. Now, utilising Table 10. let us see 
how the total employment and income of 
each occupational group is distributed across 
farm groups so as to evaluate the relative 
employment and income share of rural 
groups. Of the total active members involved 
hi farming, the family farms t2-4 ac) as a 
group account for the highest share of 31 
per cent while the landless group has no 
share for obvious reasons. 

As to the group-specific share of the total 
active members involved in livestock 
cnierpnscs, about a third of i)ie total active 
members is accounted for by the farm groups 
owning more than 6 ac. The landless groups 
and marginal fanners have a combined share 
of about 27 percent. Since the group-specific 
distribution of active members in livestock 
sector shows the least variation as compared 
to the same with respect toother occupations, 
livestock sector promotes a relatively more 
uniform participation as compared to other 
rural scctois. Both the wage labour and non¬ 
farm employment considered either in terms 
of the rate or intensity of participation arc 
skewed towards groups with no or less land. 
Notably, landless groups account for a third 
in total wage labour employment and a fifth 
in total non-farm employment. The greater 
non-farm employment share of the rural 
poor definitely indicates the tendency for the 
rural occupational structure to di versify away 
from the traditional land-based occupations. 
Unfortunately, such a positive tendency of 
occupational diversification among the rural 
poor can be seen more in their employment 
than in their income. 

Since poor groups have an income-wise 
less significant livestock composition and 
involve rather heavily in activities with low 
income potential (i e, wage labour and U- 
NFA), their share in total employment is not 
matched by their share in total income. It 
is observed that rural groups with no or 
marginal acceu to land and livestock asaeu 


with an anxiety to maintain their household 
income tend to work more mandays as a way 
of compensating for the lower wage rates. 

As for instance, although groups with a farm 
size less than 2 ac account for over a half 
of total non-farm employment, they have 
only a third in total iMii-farm income. In 
contrast, groups with farms larger than 6 ac, 
though they have only a fifth of total non¬ 
farm employment, share as much as two- 
fifth of total non-farm income. 

Similarly, even though poor groups have 
as much share in total livestock employment 
as any other group, their share in total 
livestock income is woefully low. The result 
is unmistakable that the groups with larger 
farms and better asset position ate able to 
get a dominant share both in the total and 
sectoral-specific income notwithstanding 
their lower share both in total and secuml- 
specific employment. For instance, 
households with farms larger than 4 ac 
account for three-fourths of total farm and 
livestock sector income and over a half of 
total nun-farm sector i ncome. The implicatioa 
here is that the relative income share of 
groups can be explained more by the degree 
of their access to economic assets such as 
land and livestock than by their share of 
employment. Thus, pour groups seem to 
work more only to get less income mainly 
in view uf their income-wise less significant 
employment pattern. 

VI 

Condusioiis and ImpUcatiotti 

Since the main signs of rural trant- 
formation, i e. the declining share of fanning 
and wage labour and the increasing share uf 
livestock and non-farm secto' in housdiold 
employment and in< ome. can be seen in the 
occupational structure of all ratal groups, the 
transformadon process has certainly affected 
all rural groups. But, as the group-specific 
variations both in the direction and ma^iitiiile 
of these structural changes suggest, the 
economic impact of the transfonnatioa 
process varies rather distinctly across lurel 
groups. It needs to be noted Uut fitm Ibe 
viewpoint of the landless and other margmal 
farm groups, the declining mcome shares of 
farming and wage labour cannot always be 
taken as a positive aspect of structwal 
transformation as long ■■ such an income 
decline is not adequately compen-ttfed by 
concurrent income enhancemem from off- 
farm sources. While the declining land 
renttng/leasing options reduce the income 
and employinem share of farmiiig among Ike 
rural poor, ftil in tem employment pron|Ueii 
maitdy by mechanisation mtd crop pMMni 
changes mimical to labour absotptiiMCtNlli. 
cause alowereroploymem andiaoaanAMk 
of the wage labour occupatioa umqMg Ike 
poor groups. 
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In any event, the changing occupational 
structure among the rural poor as induced 
by the pmces.s of rural transformation has 
affected theiremptoyment pattern much more 
than their income level and its structure. The 
result is that poor groups end up having a 
larger share i n total employ ment but a meagre 
share in total income. Lower wage rates and 
lesser income potential of occupations in 
which the poor groups participate the most 
and lack of or insufficient access to economic 
assets like land and livestock appear to be 
the main reasons for the discrepancy between 
their employment end income shares. In the 
context of our study area, it is clear that the 
process of rural transformation appears to 
have benefited the larger farm groups much 
more than those with less or no land as the 
‘trickle down' mechanism through which 
the benefits of economic transformation 
percolates has a natural orientation towards 
groups with more stronger access to economic 
resources like land, livestock, etc. 

Our results do show that the rural groups 
in the lower economic and social strata did 
have realised additional employment and 
income benefits thanks to the emergence and 
growth of niral non-farm activities. However, 
since the degree of access to those non-farm 
activities with a relatively greater and more 
regular income potential is determined in 
accordance with the economic and social 
clout, the income benefits of the non-faim 
sector go mostly to better endowed groups. 
Thanks to their better economic position and 
social status, groups with larger farms have 
agreateracccss to both the income and social 
status-wise more significant non-farm 
occupations like government employment, 
teaching, and business and trade. In contrast, 
groups with no or less land with an 
overpowering compulsion to maintain their 
family income especially in the face of 
declining employment opportunities in the 
fam sector could not have the luxury of pick 
and choose from non-farm activities. As a 
result, they just involve themselves in 
whatever non- farm acti vity they can get hold 
of so as to supplement their precarious 
employment and income. 

Even among the poor groups that have 
benefited from employment diversification, 
we could say that males as a group have 
benefited more as compared to females as 
a group. Females, though have significant 
participation in non-farm and livestock 
secton, concentrate rather heavily in farm 
employment known both for its seasonality 
as well as lower and gender-specific wage 
rates. The feminisation of farm employment 
results from two factors, i e, limited scope 
for them to move into more lucrative non- 
faim occupations and the occurrence of farm 
mechanisation more in maie-oiiented farm 
operations (c g, ploughing, rural transpoit, 
etc) than in female-oriented operations (e g. 




sowing, weeding, harvesting, etc). Sincemost 
male workers from poor households have to 
' look for employment options outside farm 
sector, their mobility towards occupations 
like non-farm activities and livestock sector 
seems to be somewhat forced by negative 
factors I ike poverty and unemploy mem. This 
is not, however, to deny the role of positive 
factors like the growth of non-farm 
employment induced by agricultural growth, 
strengthening of inter-regional and inter¬ 
sectoral linkages, role of livestock credit 
programmes, and the impact of dairy co¬ 
operatives. 

Let us conclude by noting certain im¬ 
portant policy implications. Although rural 
transformation has led to significant 
occupational diversification among all rural 
groups, in terms of income share, however, 
it has beiKfited the better endowed groups 
much more than the assetless groups. This 
is due to the fact that while employment is 
the only means for capturing the trans¬ 
formation benefits for the assetless groups, 
both economic assets and employment help 
to capture the transformation benelits for the 
economically well-to-do groups. From the 
perspective of strengthening the livelihood 
options for the rural poor, employment 
diversification, though necessary, is not 
sufficient for ensuring income diversi¬ 
fication. Therefore, policies aiming at mere 
employment diversification are more likely 
to be less effective means for income 
enhancement. While income diversification 
can certainly contribute to income stability, 
it need not always lead to income 
augmentation as long as wage rates and 
income levels are lower in rural occupations 
where the poor participate the most. In this 
respect, it is crucial to reorient all rural 
development programmes in general and 
employment programmes in particular with 
the view to make their ultimate aim to be 
the raising of the opportunity cost and hence, 
the wage rates and income levels, of rural 
labour. 

Since the income benefits of rural 
transformation are distributed across rural 
groups more in proportion to their asset 
ownership rather than in relation to their 
employment shares, as long as the existing 
asset ownenhip pattern continues to pentst, 
economic transformation, notwiihsianding 
its positive, albeit marginal, impart on the 
rural poor, will tend to, however, accentuate 
rural inequality. While it is true that the 
transformation process itself could change 
the asset ownership structure to some extent, 
in order to step up such endogenous changes 
as well as to promote a more broad-based 
and uniform impact across rural groups, 
direct policies aiming at asset redistribution 
are inevitable. In the face of failed policies 
for asset redistribution such as land reform, 
other policies aiming at the empowerment 


of the rural poor such as credit, education, 
specialised and locally useful technical 
training for non-farm employment, and the 
removal of tenancy restrictions assume far 
more importance today than ever before. 

Notes 

rrhis article is based ona largerstudy, AgiicidmnU 
Diversificatitm In Tamil Nadu: Polenlials and 
Prospects, recently completed by the author at 
the Institute of Economic Growth, Delhi. The 
author is grateful to S K Ray. and B D Dhnwan 
forcominenls/suggestions and Sridharan, Rtyesh 
Chatwal and Satya Narain for data and word 
processing ossistance.l 

1 In a recent reorganisation of adminisirative 
boundaries in the slate, this disuict has been 
reorganised into three diiuicts: Tirucbirapolli 
Perumbidugu Mutharaiar (TPM) district, 
Penimbalur Thiruvalluvar (PT) district, and 
Korur Thceran Chinnamalai (KTC) district. 

2 For instance, even though a family could have 
involvement in more than one occupation, 
some occupations normally have a larger 
shore in the total employment and income of 
that household. 

3 .Since the rale of participation as delermiocd 
on the basis of main occupalion(s) reported 
by households could bias (he real employment 
potential of activities, it is necessary to 
consider also the intensity of participation as 
reflected by the relative share of activities in 
total maitdays actually spent by households. 

4 The income information for both 1987-88 
and 1992-93 were obtained only during our 
survey carried out during Maich-April. 1994 
relying on the 'memory lecoir HKihod. The 
year 1987-88 was irieniiried such that it is 
distant enough to show variations in income 
but close enough to enable belter recall by 
respondents. 

5 The selected villages were: Thottiya Patti in 
Manapparai taluk representing a Unk- 
groundwater-rainfed system. Kumara 
Mangalam in Kulilhaloi Uluk representing a 
completely canal irrigated system, Jegadatu 
in Kanir taluk representing a compleiely 
rainfedsysiem. and Karalam Patti inThiniyur 
taluk representing a groundwatcr-rainfed 
system. After the recent leorganisation of the 
Tiruchirapalti district, the first two villages 
are now in TPM district while the Ihiid and 
fourth villages are in KTC and PT districts 
respectively. For more details on land use and 
cropping pattern os well as infrastneturai 
aspects of dieK study villages, see Salelh 
(1995). 

6 FOr aggregation and comparison purpose, 
different animal categories ore convMted into 
a suuidard unit known as Cattle Equivalent 
Unit (CEU) using (he foUowing widely used 
conversion factors: I for local Cow. 1.19 for 
improved cow, 1.26 for bull and buffalo, 0.4 
for young aniinaL 0.1 for each unit of goat/ 
she^, and 0.005 for each unit of poultry (see 
Mishra and Sharma 1987:184]. 

7 For a more detailed information on the natuR 
and fleabues of sretor-specific employineii 
observed in the stud^ area, see Sal^ (1995 
1996). 

8 The seaso n ality of form cmployneni i 
evaluated using the ‘ogive index' cakulalo 



M fblfowi: flnt P,, the than of mandiyi 
accounted by each of the 4 aop growing 
fcatoiit, i e, ploughing and land peqianijoa, 
innipUntation, inier-ieaion, and horvetting, 
if obtained. And. then these ihoret are mated 
with an equal dinribution bench mark giving 
1/4 share to each seasons. Thai it, 

OI « £ [|P,-<I/N))V(1/N)1 
!•! 

Obviously, a lower value for 01 implies a 
more seasonally balanced employment and 
vice vena. 

9 While the obsoliile level of labour use is 
measured both in terms of mandays/ac as well 
u mandays/Rs 1,000 worth of ouqiut, the 
relative level of labour use is measured by 
the share of labour in total input costs. 

0 Cem-polithing involves the polithing of liny 
artificial gem stones using either manually 
operated or power driven devices. The 
manufacturers of low-cost jewellery works in 
Tiruchiiapalli and Pudukotloi cities supply 
raw stones and collect the finished ones 
through a network of cortunisskm agents. 
This activity which was originally introduced 
in the mid-1970s in Pudukoltai districi by its 
then collector to benefit the asselless rural 
groups there spread fast also in the adjacent 
areas of the neighbouring district of 
Tiiucbirapalli including two of our study 
villages. 

1 Korai is a perennial weed-like crop whose 
stalks provide iruneriol for making mats. It 
is grown usually in wtUerlogged and saliiK 


lands in krw-lyiQg areas in canal command 
and lank beds. 

12 Since this hypothesis treats rural non-farm 
sector as the recipient ofexcess rural labour, 
the avenge wage rree in non-Csrm sector is 
expected to be lower than that in the farm 
sector. Although some of the non-farm 
activities in our study regiaa (eg, crmsiruction, 
korai processing, and even, tailoring) have 
income rates Icm than the average farm wage 
rale, their skill and informal organisational 
requirements come strongly in the way for 
the automatic entry of all arid surulry into the 
non-fium sector. 

13 While those oon-farm activities with an 
income/month/household above the sample 
average income of Rs 985 are classified under 
HI-NFA, others are grouped under U-NFA. 
Under this scheme, the identified HI-NFA 
are: business/Uude (Rs 1,523), lower-order 
govetniiKntjobs (Ri 1,441), handlooin(dyeing 
(Rs I.I9I), weaving (Rs 1,028), and rural 
artisans (Rs 995). 

14 Thisdoetnotconiradictourearlierabsarvaliao 
regardiag the (emiiiiittioa of farm labour as 
the gender composition being analysed here 
is only in terms of rate of participation and 
not in terms of inteiuity of participation 

15 This can be taken as an evideiux for process 
of marginalisation where lenanis/marginal 
fanners have mode to be landless lobouren 

16 TheshareoffarminginloulmandayiiiKludes 
only labour lime spent in own fmru. It 
does not cover the time spent in supervision, 
watch and ward, etc. Even if we account for 


there Ituieracliviliet, the teUtiveemploytiieM 
share of crap sector is not going to change 
much. 
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DISCUSSION 


Gandhi and Ambedkar 

SuhM Pahhikar 


IN response to my piece ‘Gandhi-Ambedkar 
Interface: Where Shall the Twain Meet?’, 
{EPW. August 3. 1996, pp 2070-72), 
Anupatna Rao (‘Arguing against Inclusion’, 
EPW, February 22, 1997, pp 427-28) has 
found fault with my argument mainly on two 
grounds. Firstly, she accuses me of “historical 
amnesia regarding the various challenges to 
a homogeneous national identity..." (p 428) 
and secondly, she complains that my piece 
is based on an abstract notionof emancipation 
(p 427) and as such docs not ask concrete 
questions forthe present (p428). lam grateful 
to her for bringing to the fore complexities 
involved in both the question of nationalist 
identity and the emancipatory project. 

I have no problem in accepting that there 
have been valuable challenges to a 
homogeneous national identityin the course 
of the nationalist movement. In fact, the 
attempts to construct a homogeneous national 
identity - both in practice and as ideology 
- continued after independence. It is against 
the backdrop of such attempts that one has 
to locate Gaitdhi ’s thinking on this question. 
Gandhi's search for truth takes him to the 
conclusion that plurality is the coreof reality. 
He would refuse to authenticate any one 
identity as the expression of the concept of 
community because all identities could lay 
equal claim to being true expression of 
‘community’. Thus, each group/identity 
would be entitled to its separate/particular 
existence while all would be seen as striving 
towards a combined/universal goal of 
constructing a community. Ambedkar, and 
Phule before him, tackle this question of 
particular and universal from a strikingly 
similar ideological position. Both Phule and 
Ambedkar bluntly identify the 
dichotomisadon of interests as being based 
on caste. However, when it comes to 
providing an ideological basis for conducting 
this conflict based on particularistic - caste 
- identities, both Phule and Ambedkar turn 
to universalistic notions of community: 
sarvajanik satya dharma and dhamma 
respectively. Right from the mid- 1920s, i e, 
from the Mahad struggle. Ambedkar was 
trying to come to grips with this challenge 
of uplifting the particular issue to a universal 
context. Lookingupon Ambetftar’sstruggle 
as one 'around a marker of difference’ caste, 
may suit those who prefer to look upon 


society as a fragmented reality. However, 
Ambedkar believed intbeinterconnectedness 
of social groups artd even the ‘markers of 
difference’. He held that the question of dalit 
community would be resolved only by 
resolving the caste question which in turn 
had a material dimension too. Ambedkar 
did nt>t subscribe to the view of society as 
collective of fragments. 

It is in this context that the controversy 
regarding separate electorates needs to be 
understood. Ambcdkar'sinsistencein 1931- 
32 on separate electorates and his later 
identification of scheduled castes as 
minorities (in States and Minorities) for 
whom the demanded special provisions were 
safeguards in the contingent political 
situation rather than a full-fledged theory of 
representation. It is true that Ambedkar 
criticised the liberal democratic notion of 
representation as being formalistic. But to 
confuse his political strategy for his theory 
would mean that he proposed communal 
representation - a proposal which could be 
as formalistic as the one he was criticising. 
While the demand for separate electorates 
was a response to the colonial-communal 
situation, reservation of scats was 
Ambedkar’s response to a liberal democratic 
set-up after independence. For him, the truly 
representative character of the political 
process was something to be achieved by 
overcoming the caste and class suucture. 

Rao complains that my piece deals only 
at the level of some notion of ‘common 
good’. 1 had chosen three specific areas 
which any enumcipatory project will have 
to address itself to in the Indian context. 
’They are caste, economy and tradition. I 
discuss these three because they also 
constitute the major concerns of both Gandhi 
and Ambedkar. I tried to argue that there 
is a complementarity between their views 
on caste while they actually sha^ common 
ground as far as assessment of capitalist 
economy is concerned. My position is that 
Gandhi should be understood as a critique 
of capitalism rather than of all modernity in 
gene^. He situates hiscritirgreof modernity 
in the context of the forces of production 
that have attained a luuticular stage in the 
course of their historical development. 
’Therefore, Gandhi was not asking to go 
away mbaefc from motjemily but toovercomc 


capitalism and attendant forces of 
exploitation. Ambedkar’s critique of 
modernity was somewhat muted since he 
expected the modern condition to have some 
space for the downtrodden caste from where 
to wage their battles. Yet, he too, was no 
less strident in critiquing French enlighten¬ 
ment and vacuousness of the values 
brandished by liberalism. Ambedkar was 
also concerned with the exploitative nature 
of capitalism. The complexity of theGantflii- 
Amfaedkar relationship presents itself fully 
through their respective approaches to 
tradition. Gandhi engaged himself in 
appropriating tradition while Ambedkar 
apparently sought to reject the ideologica] 
role of tradition which legitimised caste 
inequality. But while Gandhi fell free to 
understand tradition only through his 
conscience, Ambedkar too chose to re¬ 
interpret dhamma through a processor critical 
appropriation. 

Any emancipatory project in the 
contemporary Indian context will need to 
grapple with the following issues: (a) In the 
arena of caste society two questions stare in 
theeye. Finsdy, the liberal democratic process 
has given rise to many caste identities. 'The 
task would be to' reconcile these ideiuities 
and transform consciousness of a specific 
caste identity into anti-caste consciousness. 
Secondly, both at ideological and practical 
political level .unity between dalit and lower 
OBC castes needs to be constructed, (b) In 
the realm of religion, the challenge is to 
effectively confront notions of religion as 
hegemonic exercise and orgaitised claims to 
being ‘community’. Religion needs to be 
retrieved as a constant search for morality 
(not just as a basis for personal conduct but 
asa basis for public choices), (c) The material 
realm witnesses an uncritical upholding of 
capitalism. But its counterpoints are upheld 
almost equally uncritically. The twe 
counterpoints, one somewhat mauled am 
another very fashionable, are state-centrer 
socialism and anti-modernity, respectively 
'The project of emancipation will have t' 
wade through these three approaches, (f 
Finally, the ateiu of identity also consisi 
of problematic choices. While conunun 
mega-identities are being comiructed thr 
are somewhat lamely and, I am afrai 
wrongly, countered. One strategy uphol 
a fragmented view of society and giotifi 
piecemeal, fragmentary identities. There 
a tendency to posit a sense of conunun 
in small, sectitmal existences. On the oti 
hand, the artefact of secular identity I 



iwyecK^fyti^itno/rmdbaiUIedtoambM 
the poUtic* of mega-ldoitity. If we consider 
the casle-baied and material interests being 
served/pursued by the politics of mega- 
identity then the seriousness of this issue 
does not need to be overemphasised. 

The discourse of Gandhi tnd Ambedltar 
separately deal with these issues but jointly 
strengthen liberating forces by opening up 
new theoretical spaces. 

Finally, two clarifleations. The title and 
tone of Rao's response suggest that my 
piece was an attempt at “eliding the 
significant differences between Gandhi 
and Ambedkar" and perhaps my piece 
was part of a grand strategy of denying 
the uniqueness of Ambedkar's discourse. 
Hence her title. “Arguing against 
Inclusion”. 1 believe that I have not tried 
to cover over either political or ideological 
differences between the two. Besides my 
piece was an attempt to argue that “...there 
exists some ground where the agenda of 
Gandhi and Ambedkar might actually be 
complementary” (p 2070) and it suggested 


THE second lead article in your June 28 
issue, ‘Farm Workers' Bill: Expected 
Reluctance' rightly draws attention to the 
cynical manner tn which the long-overdue 
Agricultural Workers’ Bill has once more 
been postponed due to the pressure of 
powerful lobbies. At the same time, it is also 
worth noting the significant lack of gender 
awareness in the bill as it is, especially in 
the light of the avowed commitment of the 
present government towards the 
empowerment of women at all levels. 

The bill (as brought to the house in July 
1996) showed little awareness of the 
pronounced and steadily increasing 
feminisaiion of the agricultural labour force. 
Of the total farm labour force, nearly 38 per 
cent women, at the all-India level are women, 
and 66 per cent of these ate dalits, but this 
conceals wideregioiul variations (seeTable). 
In Tamil Nadu, for example, the femalef 


that we might seek to build bridges 
between the two rich discourses of our 
times (p 2072). Surely, arguing in favour 
of complementarity is different from 
arguing for ‘inclusioo’. 

I am indeed thankful to Rao for reminding 
me that "...serious historical analysis and 
political critique does not proceed from the 
asiun^onthat'penonalities’ andgreatmen 
make history” (p 427). What 1 have actually 
said is this: “(T)he present note proceeds 
with the assumption that Gandhi-Ambedkar 
clashes resulted from their personalities as 
well as their respective positioning in the 
contemporary political contexts.’’ And: 
“...Gandhi-Ambedkar relationship needs to 
be probed in thectmtext not of personalities 
or political strategies, but in terms of their 
respective enuincipatory projects” (p 2070, 
emphases added). Rao could have saved 
some trouble to her sense of sound analysis 
if she had carefully read the third paragraph 
of my piece where I sketch the context of 
the political clashes between Gandhi and 
Ambedkar. 


male ratio among agricultural workers is 
already 47/S3, and all indications are that, 
with tite steady migration of men out of this 
unremunetative and unattractive form of 
employment, the feminisation will continue, 
so that in the next century, mote than half 
of all agricultural labourers in this country 
will be women. In this context, it is a sad 
commentary on both the trade unions and 
political parties that no special provision for 
women workers, taking into account their 
practical gender needs, were included. 

In August 1996, the Forum for Creche 
and Child Care Services (FORCES) along 
with leading women's organisations and 
women's wings of some of the political 
parties, brought this to the notice of the then 
labour minister, with three specific demands 
- that the bill include provision for equal 
pay for equal work, maternity entitlements 
and child care services. The minister 


subseqiiendy nude a public pnxMuaceneat 
that this would be done, but itdomutdon 
about changes, if any, that have bees 
introduced is not avaiiaUe to the coocetned 
public. 

The cruci^ question as far as the last two 
demattds are concerned is that of a fund front 
which social security and wdfare measures 
can be financed. As far back as 1988,Shnwi 
Shakti, (the Report of the National 
Commission on Women in the Unorganised 
Sector) had recommended the setting up of 
a National Maternity and Childcare Fund, 
a demand which has been reiterated several 
times by FORCES(1989,1992,1995, etc). 
As far as maternity is concerned, some states 
(Tamil Nadu and Gujarat are outstanding 
examples) have already shown the way 
through the provision of maternity benefits, 
though at an abysmally low level, and through 
schemes riddled with the usual red-tapism, 
corruption and delay. The centrally-funded 
Maternity Benefit Scheme introduced in 
1995 is a small attempt, and at a snail’s 
pace, to carry this forward to the rest of 
the country. 

Tamil Nadu, with its extensive network 
of childcare centres is well placed to 
demonstrate ho w the needed flexibility could 
be built in to provide fw the needs, both 
seasonal and year-round, of women 
agricultural workers with young children, 
who are now the worst sufferers because of 
the ill-paid, irregular and arduous nature of 
their mothers’ employment. What is needed 
is some additional funding and staffing, and 
imaginative planning. Above all, 
decentralisation of implementation is 
required, so that panchayat;- are responsitde 
for providing the actual services. In other 
pans of the country, hovvever, where tudi 
a well-developed framework does not exist, 
more investment would be needed. 

Undoubtedly, an importaM part of the 
funds required to build up and maintain such 
a welfare fund would have to come from the 
employers of agricultural labour, that is, the 
landed classes, though of course, as suggested 
by numerous reports, the fund could be 
strengthened by tax-exenqtt comributioiis 
from the corporate sector, public donatiQiia, 
social security contributions from the 
labourers, and existing insuranoe funds. And 
it seems that this ‘burden* is what the *fMm' 
lobby cannot swallow. Can one expect drit 
government, which has sworn to pass the 
Women's Reservation Bill and has huIbciwI 
four women into cabinet posts reoeady, m. 
recognise and respond to the (dight of raMoNn 
of women agricidlural workenr^MtnMpr 
and toil in oppeetuve c o nd M o m ihndk ite 
nation? 


1919 


Tasle: AGRictx.nntAL LAaixuEXs 


Male 

Female 

Total 

India (in lOOO't) 

45.482 (62) 

28.270 (.38) 

7.3.752(100) 

Tamil Nadu 

41,71.571 (.53) 

37,24.724 (47) 

78.96,295 (100) 


f^oit: Figures in paremheses are perceniagci. 

Saent: Registrar General and Ctiwis CWnnrisswnef. Mis, The Census of India, Rnal Populttioa 
Tottlf- 1991. 
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BALANCE SHEET OF 


CmBAN<0 

(incorporated with Limited Liability in U,SA.) 


INDIAN BRANCHES AS AT MARCH 31, 1997 



Schedule 

CAPITAL & LIABILITIES 

capital 

1 

Reserves A. Surplus 

2 

Deposits 

3 

Borrowinis 

4 

Other liabilities and provisions 

TOTAL 

5 

ASSETTS 

Cash tftd balance with Reserve Bank of India 

6 

Balances with banks and money at call and short notice 

7 

Investments 

8 

Advances 

9 

Fixed Assets 

K) 

Other Assets 

11 

TOTAL 

Contingent Liabilities 

Bills lor Coliectioo 

12 

Notes on Accounts 

n 


SclKfHiles lefefied to hetein fonn an intefiil part of the Balinoe Sheet 
Thif it the Balance Sheet feferred to in our rqKMt of evca dale. 

* 

Fur R-ON. PRICE A CO. 

Chartered Accountants 


Sdi- 

S. KRISHNAN 
Partner 

Place: IfonM 
Date: 27th June 1997 


S<V- 

S. VBNKATACHALAM 
VieeFreskleat 


RS.TIOO 


2,04(1000 


8,681352 

72.035314 

6315/478 

9386331 


96318375 


4345363 

19322316 

23387350 

39343341 

2111/401 

7,407.704 


96318375 


127368325 

745.154 


Rs.000 


1330,000 


8.140336 

67.751355 

5363343 

4372394 


86327328 


8,774372 

11.712388 

23,165306 

34.786346 

1327306 

6361.110 


86327328 


109363,414 

527,781 


Sd/~ 

DAVID P. CONNER 
Chief ExecutiveOfficer-India 



























CmBAN<0' 

(Ineorporaud with Limited Liability bi U.SJIJ 


PROFIT AND LOSS ACCOUNT OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1M7 


Schedule 

L INCOME 

Interest earned 


13 

Other income 

TOTAL 

14 

E DOnPOflURE 

Interest expended 


IS 

Operating expenses 

Provisions and contingencies 
(see schedule 17 - note K) 

TOTAL 

16 

ID. PKOfTT 

Net profit for the year 

Profit brought forWd 

TOTAL 


IV. afpropriahons 

Tiransfers (0 statutory reserves 



Ttranafers to Investments Capital Reserve 

Balance carried over to Balam Sheet 



lOIAL 


Notes on Accounts 


17 


Scheduiec lefemd to hefein fonn an inl^ril pait of the PnofH and Lots Accowil 
Thia is the Profit and Loss Account refened to in our report 4 ^ even date. 

Pot R.GN. PRICE A 00. 

Chartered Accountants 


Sfli. 

S. KRISHNAN 


Sdi- 

S. VENKATACHALAM 
Vice Pre si dent 


Place: hfunbai 
Dale: 27th June 1997 


Yearenoed 

31J(B97 

Rs.T)00 

Yearended 
31iBS6 
Rs-Xm 

101876331 

3327309 

8.790316 

3310332 

14«403,860 

I23S1348 

6606370 

3389^ 

3358.145 

5/407360 

2334.756 

2310)045 

13356349 

16352,161 

547311 

5310067 

1.748388 

3310957 

5357378 

5359345 

109,442 

Z132 

5.745.704 

349.778 

0 

5310067 

535737 s 

5359345 


Sdf- 

DAVID P. OOraCR 
Chief Executive Offioer-iadia 



and MMkal WaaUjr Jnlya6.1997 



































CmBAAKO' 

(Incorporated with Limited Liability in U.SA.) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 

INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 


Rs.t)00 

Ason31.03.97 

R8.000 

A8on31.03.96 

Rs.tno 

SCHEDULE 1 - CAPITAL 




CAPITAL 




Amount of deposit kept with RBI 
under Section 11(2) (b) of the 

Banking. Regulation Act, <949 
(see schedule 17 - note E) 


2,040,000 

1530000 

TOTAL 



1530500 

SCHEDULE 2 - RESERVES & SURPLUS 




L Statutory Reserves 




Opening Balance 

Additions during the year 

1,507583 

109,442 


1.158,205 

349,778 



1,617,425 

1507,983 

n. Citibank (Tards Reserve 


67,500 

67500 

DL Furniture & Equipment Reserve 


15,722 

15,722 

IV. Properties Investment Reserve 
(see schedule 17 - note B) 


619,431 

619A31 

V. Revaluation Reserve 

(see schedule 17 -• note A(v)) 


613,438 

619533 

VL Invesdnenu Capital Reserve 


Z132 

MEL 

VE Balance in Profit nd Loss Account 


5.745.704 

3310067 


TOTAL 


S,M1352 


•44i,3M 



















CmBAtKO^ 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 

INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31. 1997 



As on 31.03.97 

As on 31.03.96 


Rs.'OOO 

Rs.'OOO 

Rs.'OOO 

SCHEDULE 3 > DEPOSITS 




A. L Demand Deposits 




i) From banks 


208.739 

8U51 

ii) From others 


14,409.918 

8307,689 



14,618,657 

8388340 

n. Savings Bank Deposits 


23ffil.775 

Z14aS62 

ID. Term Deposits 




i) From banks 


NIL 

5369303 

ii) From others 


55,053,782 

51,05Z650 



55,053,782 

57322,453 

TOTAL 


72.035.214 

67.751355 

B. i) Deposits of branches in India 


72,035,214 

67,751355 

SCHEDULE 4 - BORROWINGS 




L Borrowings in India 




0 Reserve Bank of India 


1,774,123 

493,113 

ii) Other banks 


2,551.464 

A10I.76I 

iii) Other institutions and agencies 


1,6I9A85 

818,484 



5,945A72 

SA133S8 

E Borrowings outside India 


270J006 

2493S5 

TOTAL 


6.215v<7S 

530343 

Secured boirowings included in I & II above ^ 


NB, 



ita 


Md ndWcd WwkiT July 26. 1997 



































CmBAN< 0 * 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 



R5.tX)0 


SCHEDULE 5 - OTHER LIABIUTIES 
AND PROVISIONS 

(see schedule 17 - note C) 

L Bills payable 

n. Inter-o^ice adjustments (net) 

nL Interest accnied 

IV. Others (including provisions) 

TOTAL 


SCHEDULE 6 - CASH AND BALANCES 
WITH RESERVE BANK OF INDIA 

I Cash in hand (including foreign currency notes) 
E Balances with jleserve Bank of India 
0 in Current Account 
ii) in Other Accounts 

TOTAL 


SCHEDULE 7-BALANCES WITH BANKS 
AND MOraY AT CALL AND SHORT NOTICE 
L In India 

i) Balances with banks 

a) in Current Accounts 

b) in Other Deposit Accounts 


As on 31.03.97 
Rs.'OOO 


2,752,662 

2,712,764 

876A31 

3^44,674 


9,586431 


4.69ZAS8 

NIL 


152405 


4,692,658 


4345463 


a) Money at call and short notice 

a) With banks 

b) With other institutions 


3406,976 

NIL 


542,225 

NL 


TOTAL 


4449401 


E Outside India 

i) in Current Account 
■j in Other Dqtosit Accouna 
iiO Money at call and short notice 


114407 

14439,108 

NIL 


TOTAL 

GRAND TOTAL 


14473415 


Asott31.03.96 

Rs.'OOO 


1472431 

352,791 

874497 

2472475 


4472494 


I084Q5 

8666467 

NIL 


8,774472 




2481474 


145,117 

848SJ097 

NL 


9,130414 



11,712408 


—,1 WiOMmI W^lv 


' 199 







































CmfiMMCO' 

(Incorporated with Limited Liability in USA.) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 

INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 


Rs.X)00 

Ason31.03.97 

Rs-tlOO 

Asoh31.03.96 

Rs-BOO 

SCHEDULE 8 - INVESTMENTS 
(see schedule 17 - note A (iv)) 

L Investments in India in 

0 Oovenunent securities 

ii) Other approved securities 

iii) Shares 

iv) Debentures and Bonds 

v) ‘ Others 

a) Initial Contribution - im 

b) Other units 

c) Others (Schedule 17 - note F) 

TOTAL 

Gross Investments 

Less: Proyision for depreciation 

Net Investments 

SCHEDULE 9 - ADVANCES 
(see schedule 17 - note A (iii) ) 

A. 0 Bills purchased and discounted 

a) Cash credits, overdrafts and loans repayable 
on demand 
is) Term loans 

TOTAL 

& 0 Secured by tangible assets 

a) Covered by Bank/Govemment Guarantees 
iii) Unsecured 

TOTAL 

C L Advances in India 

0 Priority Sectors 
iO Public Sector 
iii) Others 

TOTAL 

n. Advances Outside India 

0 Due from banks 
i) Due from others 

a) Bills purchased and discounted 

b) Syndicated loans 

c) Others 

TOTAL 

GRAND TOTAL (C. I & 11) 

0 

18ai45 

1,200,820 

18,087,000 

365,274 

64 

3,453947 

1380965 

13,287,250 

23,676,412 

389,162 

23J87J50 

1.959384 

5.805999 

31077958 

39343941 

21303355 

i5aooo 

17.890,486 

39343341 

5394J034 

265989 

34383318 

39343341 

bO. 

MB. 

NL 

NL 

isn, 

39343341 

15,486,103 

435338 

12399 

6323994 

100 

3183CX) 

289,172 

23.1653M 

23,435,199 

269393 

23,165386 

1916330 

14333362 

18336354 

34.786346 

20354313 

405374 

13326359 

34.786346 

433S3S1 

39310 

29391.185 

34.786346 

NL 

ML 

ML 

M. 

m. 


MdMMcilWwUy My M. 1997 




cmBANcet 

(Incorporated with Limited Liability in U.SA.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 



Ason31.03.97 

RS.T00 

Ason31.03.96 

Rs-tlOO 

SCHEDULE 10 - FIXED ASSETS 
(see schedule 17 - note A (v)) 

L Premises 

At cost as on 1 April 

123,637 

119394 

Additions during the year 

17E826 

4358 

Deductions during the year 


(15) 

Depreciation to d^ 


(30jOQ7) 

Add; Premises Revaluation 

253,232 

613,438 

' 93610 
619,633 

TOTAL 

866,670 

713343 

E Other Fixed Assets (including furniture and fixtures) 

At cost as on Jl April 

1,466,679 

1325,787 

Additions during the year 

6<5,(»3 

286333 

Deductitms during the year 

(66.447) 

(45,741) 

Depreciation to date 

(801,554) 

(652316) 

TOTAL 

1,244,731 

814363 

GRAND TOTAL 

2,111,401 

1327,606 

SCHEDULE 11 - OTHER ASSETS 
(see schedule 17 ~ note C) 

L Due from Head Office 

NIL 

NIL 

E Inter Office adjustments (Net) 

NIL 

NIL 

IE Interest accrued 

1,610,167 

13S9304 

IV. Stationery and stamps 

10,184 

29362 

V. Others 

5.787353 

5,171324 

TOTAL 

7,407,704 

6p46Mia 

SCHEDULE 12 - CONTINGENT LIABILITIES 

L Qainis against the bank not acknowledged as debts 

1,126,736 

1384336 

E Liability for partly paid investments , 

NIL 

NL 

IE Liability on account of outstanding forward exchange contracts 

ll(k007,033 

97,638301 

IV. Guanntees given on behalf of constituents 
a) In India 

4,706369 

1384389 

b) Ontiide India 

1,784388 

3399341 

V. Acceptances, endorsements and other obligations 

9378337 

5306,147 

VI Otheritems 

63362 

ISQ300 

TOTAL 

127,068325 

109363314 






































CmBANKO’ 

(Incoqmraied with Limited Liability in USA.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, t997 



Year ended 
31X13.97 
Rs.'OOO 

Year ended 
31X1396 
Rs.'OOO 

:HEDULE 13 - INTEREST EARNED 



Interest/diKOunt on advances/bills 

6,965215 

5561XR1 

Income on investments 

2.811396 

2734241 

Interest on balances with Reserve Bank of India 



and other inter-bank funds 

965254 

486396 

Others 

134286 

8499 

TOTAL 

10.876351 

8,790317 

:iIEDULE 14 - OTHER INCOME 



Commission, exchange and brokerage 

2760371 

2176217 

Profit on sale of investments 

298265 


Proflt/(Loss) on exchange transactions 

442099 


Miscellaneous Income 

26374 

■H 

TOTAL 

3327309 

3210332 

:iiEDUL£ IS - INTEREST EXPENDED 



Interest on deposits 

5341,190 

3998,468 

Interest on Reserve Bank of India/inter-bank borrowings 

370395 

454460 

Others 

896365 

954232 

TOTAL 

6308370 

5307360 

:HEDULE 16 - OPERATING EXPENSES 



Payments to and provisions for employees 

729,140 

518,602 

Rent, taxes and lighting 

301X145 

254315 

Printing'and stationery 

139,962 

110361 

Advertisement and publicity 

493,435 

311,171 

Depreciation on bank’s property 

214,758 

168233 

Lo^ advisoiy board members fees, allowances and expenses 

991 

580 

L Auditon’ fees and expenses 

3X100 

2300 

Law charges 

45322 

28,175 

Postage, Telegrams, Telephones, etc. 

217351 

186341 

Repain and maintmance 

146X03 

143915 

Insurance 

113209 


Other expenditure 

1284374 

1X127375 

TOTAL 

3380334 

2334,786 


OMiB Md PoUtM W«kly July 26. 1997 IMT 





































SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 


SCHEDULE 17 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 

A STATEMENT OF ACCOUNTING POLICIES 

i BASIS OF PRESENTATION 

The financiaU statements have been prepared on the historical cost basis in accordance with ^nenily accepted 
accounting principles and conform to the statutory requirements prescribed under the Banking Regulation 
Act 1949. 

U FOREIGN CURRENCY TRANSLATION 

Assets and liabilities in forei^ currencies are translated at year end rates of exchange notified by the Rweign 
Exchange Dealers Association of India (FEOAI). Revenues and expenses have been translated at rates 
prevailing on the transaction date. Foreign exchange trading positions includiog spot and forward contracts 
are valued monthly at prevailing maiket rates and the resulting gains and losses are included in foreign 
exchange revenue. Swap costs have been classiFied under Schedule XV - Interest Expended - Others. 

iU CREDIT LOSSES 

The Bank has a consistent internal policy of classi^ing its commocial and consumer loans and advances and 
full provision for credit losses and writeoff have been made to satisfy the Prudential accounting norms 
prescribed by the Reserve Bank of India for asset classification and for income recognition. 

Iv INVESTMENTS 

All investments held by the bank are ‘current investments' and are valued at the lower of cost and maiket 
value or below that value (book value) in aggregate for each category in compliance with the RBI lequiiementt. 
Treasury Bills and Floating Rate Notes are valued at cost. Pass Thru Certificates are valued at carrying coat 
Provisions and contingencies include valuation adjustments relating to investments in compliance with the 
Reserve Bank of India directives. 

▼ PREMISES AND EQUIPMENT 

Premises and equipment are stated at cost/valuation less accumulated defneciation. Depreciation is computed 
on written down value method (othm' than certain assets in staff quarters for which depreciation is computed 
on straight line method) with reference to the estimated useful life of the asset. During the fiwtigial year 
ended March 31, 1994 certain premises belonging to the Bank in India were reval^ by an ajqiroved 
valuer, and the increment in value aoKMinting to Rs. 686,574,000 was brought into the books of account 
and credit^ to Properties revaluation reserve. These reopertiet have been revalued by an approved 
valuer during the financial year ended March 31, 1997 and the decrement in value aroounting to Rs. 
61,94,900 has been brought into the books of accouqt and debited to ftoperties revahtatkia reserve. 

vi STAFF BENEFITS 

The Bank has fully funded oontribatkins to the Pmsion Fund and Superannuation benefits for its em p loye es 
with the Life buunnee Corporation of India. 

vli INCOME RECOGNITION 

The BaiA follows a procedure of income recognitioo whicb satisfies the norms prescribed by Ae Reserve 
Bask oflndia. 









CniBAtKO’ 

(Incorporated with Umited UabUity in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 


:HEDULE 17 (contd.) 

3TES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE 
DIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 

tHnet profits 


The net income disclosed in the Profit and Loss Account is after: 

- accounting for credit losses 

- provision for interest tax and income tax 

- other usual or necessary provisions 

- valuation adjustments in respect of securities 

- charge for Head Office and Administrative expenses for the year. 

The Bank has retained in the “Propenies Investment Reserve" as at March 31, 1997 Rs. 619,430,700 
(1996; Rs. 619,430,700) as per the Reserve Bank of India’s guidelines. 

^ Other Accounts under the head “Other Liabilities” and “Other Assets" include amounts pending transfer to 
appropriate accounts. 

Bills received from constituents for coliection on their behalf are controlled through memorandum registers and 
are recorded in financial ledgers only when collected. These bills for collection outstanding as at the year end 
have been stated in the Balance Sheet. 


3 The Bank has to lodge additional securities with the Reserve Bank of India u/s 11 (2Xb) of the Banking Regulatioii 
Act, 1949 amounting to Rs.110,000,000 for the year ended March 31,1997. 


* Ocher Investments include Pass Tliru Certificates Rs. 67,59,71,330 (1996 - Rs. 28,91,71,981). 





) 
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OTIBANKO* 

(Incorporated with Limited Liability in U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 91, 1997 


SCHEDULE 17 (contd.) 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1997 

G No provision has been made for claim amounting to Rs. 37.44crores decreed against the bank against which appeals 
filed have been admitted by the Supreme Court of India. The bank has been advised that there are good and 
reasonable chances of success in the appeals. 

H The Capital Adequacy Ratio of the bank as at March 31, 1997 as computed under the guidelines issued by the 
Reserve Bank of India is 9.43%. 

I Prior year figures have been regrouped and reclassified wherever necessary. 

J The Indian Branches of the Bank as at March 31,1997 are at: 

Bombay (Fort and Nariman Point); Calcutta (Chowringhce and Braboume Road); 

New Delhi (Jeevan Bharti) and Madras (Anna Salai). 

K In terms of the guidelines issued by the Reserve Bank of India, the following additional disclosures ate made: 


Percentage of Net NPAs to Net Advances 


063% 

Details of Provisions and contingencies debited to the Profit A Loss Account during the year 



(199697) 

(1995-96) 


(Rs. Lakhs) 

(Rs. Lakhs) 

• Provision fm* Non>Performing Assets 

1500.47 

200:00 

• Provision towards Income/Interest Tax 

32,886.30 

18,289.19 

(current year provision includes Rs 115 crores for prior year) 

• Net Provision for Depreciation on Investments 

1,194.68 

1611.26 

TOTAL 

35,581.45 

20,100.45 


SK9IATURES TO SCHEDULES 1 TO 17 

For R.GN. PRICE A CO. * 

Chartered Accountants 

Sd/- Sdf- Sd/- 

S. KRISINAN S. VENKATACHALAM DAVID P. OQNCR 

Partner VicePresideiit ChiefExecutive Officer-India 

Place: Mumbai 
Date: 27lhJinie 1997 










OTIBANKCt 

(Incorporated with Limited Liability in U.S.A.) 


AUDITORS’ REPORT ON THE ACCOUNTS OF THE INDIAN BRANCHES 
OF CITIBANK NA. UNDER SECTION 30 OF 
THE BANKING REGULATION ACT, 1949 


We have audited the attached Balance Sheet of the Indian Branches of Citibank N.A. (incorporated with Limited 
Liability in the U.S.A.) as at March 31, 1997 and the relative Profit and Loss Account of the Indian Branches 
of the Bank for the year ended on that date signed by us under reference to this report. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisioas 
of the sub-sections (I), (2) and (5) of Section 211 and Sub-Section (S)ofSection 227 of the Companies Act, 1956, 
the Balance Sheet and Profit and Loss Account together with notes thereon, are not required to be drawn up 
in accordance with Schedule VI to the Companies Act 1956. The accounts are. therefore, drawn up in conformity 
with Forms “A" and “B" of the Third Sch^ulc to the Banking Regulation Act. 1949. 

1. We have obtained all the information and explanations which to the nest of our knowledge and belief were 
necessary for the purposes of our audit and have found them to be sausfactoiy. 

1 The transactions which have come to our notice have been, in our opinion, within the powers of the Indian 
Branches of the Bank. 

3. In our opinion, proper books of account as required by law have been kept by the Indian Branches of the 
Bank so far as appears from our examination of these books. 

4. The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt 
with by this report are in agreement with the books of account. 

5. In our opinion and to the best of our information and according to the explanations given to us. the Balance 
Sheet and Profit and Loss Account read together with the notes thereon and subject to note no. G in 
Schedule 17 regarding non-provision of certain demand under appeal give the information required by the 
Companies Act, 1956, as amended in the manner so requited for Banking Companies and on such basis, the 
said Balance Sheet gives a true and fair view of the state of affairs of. the Indian Branches of the Bank as 
at Match 31, 1997 and the Profit and Loss Account gives a true and fair view of the Profit of the Indian 
Branches of the Bank for the year ended March 31, 1997. 


For R.G.N. PRICE & CO 
Chartered Accountants 


Place: Mumbai 
Dated: 27lh June. 1997 


Sd/- 

S. Krishnan 
Paimer 


iu4 Mkkal Weekly July 2d, 1997 














mm Rti. 


(Head Office: SCB Park Ptaza, 9 Ratehadapisek Road, 
Chatuchak, Bangkok-10900) 


BALANCE SHEET AS AT MARCH 31, 1997 

(Amounts in thousands of Indian Rupees) 

II Schedule 

As on 

As on 



31/3/97 

31/3/96 

CAPITAL AND 
LIABlLmES 




Capital 

1 

335,875 

335,875 

Reserves and surplus 

2 

41,670 

860 

Deposits 

3 

557,484 

54,812 

Borrowings 

Other Liabilities and 

4 

650,000 

— 

Provisions 

5 

326,454 

5,352 



1,911,483 

396,899 

ASSETS 




Cash BtM balances with 
Reserve Bank of India 
Balmces with banks and 

6 

81,267 

9,197 

money at call and 
short notice 

7 

215,303 

201,684 

Investments 

8 

265,561 

29,868 

Advances 

9 

1,238,774 

112,035 

Fixed assets 

10 

11,607 

14,024 

Other assets 

11 

98,971 

30,091 



1,911,483 

396,899 

Contingent Liabilities 

12 

1,790,207 

14,420 

Bills for collection 


4,569 

1,374 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
APRIL I. 1996 TO MARCH 31. 1997 

(Amounts in thousands of Indian Rupees) 

Schedule Year ended Year ended 
31/3/97 31/3/96 


INCOME 

Interest earned 
Other income 


EXPENDITURE 

Interest expended 
Operating expenses 
Piovisioiu and 
contingenciet 


PROFIT 

Net profit for the year 


Transfer to statutory reserve 
Balance carried forward 


The accomp an yiiig notes on accoums are an integral part of this statemenk 
As per our ttpon 

» 

For M.P. Chitak ACo. 

Chaileied Accountants 

Sd/- 

Uday M. Chitale 
Futner 


133,767 14,845 

16,522 455 

150,289 15,300 


41,946 

109,479 

40,810 


8,162 

1 172 

32,648 

688 

40,810 

860 


The Siam Commercial Bank 
Indian Branch 

Sd/- 

Satit Phoojanienchanachai 
Chief Executive, India 


Mtunbai. June 30. 1997 
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/Aw TiiEsiiimcominficiiiiiiiiNP.u. 

f ^ (Head Office: SCO Park PUa. 9 Ratchadapiick Road. 

Chatuchak, Bangkok-10900) 

_ INDIAN BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1997 


(Amounit in thouunds of Indian Rupees) 


Notea FonniBg part of Accoonte 
Sonutery of Significant Acconaling Policiea 

(a) General 

Tbe accon^Nuiying financial statemente of The Siam Commer¬ 
cial Bank - Indian Branch (the Indian Branch) are piepaied 
under the historical cost convention on the accrual basis of 
accounting and conform to statutory provisions and practioes 
prevailing within the banking industry in the country. 

(b) Transactkms Involving foreign exchange 

(i) Monetary assets and liabilities are translated at the 
exchange rates nodfied by the Foreign Exchange Deal¬ 
ers’ Association of India (FEDAI) at the close of the 
accounting period. Losses arising out of such translation 
ate recognised in the profit and loss account. Gains are 
credited to a suspense Uability accoum. 

(ii) Income and expenditure items are translated at the 
exchange rates prevailing on the date of transaction. 

(iii) Outstanding forward exchange contracts and spot ex¬ 
change contracts are revalued at the exchange rates 
notified by the FEDAI at the close of the accounting 
period. Gains are credited to a suspense liability account. 
Losses arising out of such revaluation are recognised in 
the profit and loss account. 

(c) InveatnaeBte 

(i) All investments are classified as current investments 
and are valued at lower of cost or market value. 
Depreciation if any in Investmenu ate provided for. 
Market value of unquoted Investments it determined 
in accordance with RBI guidelines. Over the pe^ 
to redemption, the cost it adjusted for any premium 
on the redemption price. Anv discount to the redemp¬ 
tion price it ignored. 

(ii) Treasury bills are valued at carrying cost. 

(d) AdvanoM 

Ooubtfiil advances are identified by periodic iqipraisals of the 
H Accordingly, appropriate provisions are made 
hgaintt spedfk acco unt s havhv regard to tbe applicable RBI 
guMeUnea. Addition a l provisioa for bmi and doubtful debts it 
made having regasd to the provitiotH under Income-Tax Act 
allowing certain deduc tion a to ba nk i n g companies. Interest on 
donbtftd advaaeas if any is not recogniaed as income until 
reocived. 


(Amounts in thousands of Indian Rupees) 


(c) Fixed aawto and depreciation 

(i) Fixed assets are stated at cost less depreciation. 

(ii) Itiqirovennenu to office premises taken on lease sre 
amortised over the period of the lease remmning from 
the dale of coounencement of banking opemtioat. 

(iii) Depreciation is provided on all other fixed assets atn^ 
the straight line method at rates specified in Schedule 
XIV to the Companies Act, 19S6. 

(f) Net profit tor the period 

The net profit disclosed in the profit and loss account is after 
provision for taxes on income in accordance with statutory 
requirements. 



As on 
31/3)97 


At on 
31/3/96 


1. CAPITAL 

Capital 

Deposit kept with the Reserve 
Bank of India (RBI) under 
Section 11(2) of the Banking 
Regulation Act, 1949. 

The Indian Branch deposited 
securities of face value Rs 2 
million from its Subsidiary 
General Ledger account with the 
RBI on /kptil 2S. 1996 to | 
congdy with Section 11(2) of the 
Banking Regulation Act, 1949. 


Z reserves AND SURPLUS 
Sututory reserve 


335,875 333473 


Opening balance 

172 

- 

Additioiu during the year 

8.162 

172 

Closing balance 

8334 

172 

Bdance in profit and lou account 

33336 

68t 


41,670 



I Md Palificai Wadkly My 26. 1997 
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miw F.C.I. 


(Head Office: SCB Pailc Plaza, 9 Ratchadapitek Road, 
Chatuchak. Bangkok-10900) 

INDIAN BRANCH 


NOTES TO WE FINANCIAL STATEMENTS AS AT MARCH 31, 1997 


(Amounts in thousands of Indian Rupees) (Amounts in thousands of Indian Rupees) 


6. CASH AND BALANCES 
WITH RESERVE BANK 
OF INDIA 
Cash in hand 

Balances with Reserve Bank 
of India 

In current account 


7. BALANCES WITH 
BANKS AND MONEY 
AT CALL AND SHORT 
NOTICE 
In India 

Balances with banks 
in current accounts 
In deposits accounts 
Money at call and at short 
notice 

With banks 
Outside India 

Id current accounts 


Ki 


In India 

Government acenritiet 


As on 
31/3/97 


3. DEPOSITS 

In India 

Demand deposits 

From others 

Term deposits 

From others 

13,342 

544,142 


557,484 

4. BORROWINGS 

Call Borrowed 

650,000 


650,000 

5. OTHER LIABILITIES 
AND PROVISIONS 
Inter-office adjustments (net) 
Interest accrued 

Others (including provisions) 

100 

7,924 

318,430 


326,454 


81,198 


81,267 


As on 
31/3196 







263.361 

265461 29466 


9. ADVANCES 
(a) Bills purchased and discounted 
Cash credits, overdrafts and 
loans 

Term loans 


(b) Secured by tangible assets 
Unsecured 


(c) Advances in India 
Priority sector 
Others 


10. FIXED ASSETS 
Other fixed assets (including 
furniture and natures) 

At book value; 

Beginning during the year 
Additions during the year 
Deletions during the year 
Depreciation to date 

Net book value 


11. OTHER ASSETS 
Interest accrued 
Others 

Advances to employees 
Prepaid expenses 
Debits 
Others 


12. CONTINGENT 
LIABILITIES 

Li^lity on account of outstanding 
forward exchange contracu 

Liability on account of Letter 
of Credit 

Liability on account of 
guaiaoiee issued 


Aa on 
31/3/97 


400,951 

260,315 

377,508 


1438,774 

923448 

315,226 


At on 
31/3/96 



1,436,303 

323,940 

29,964 


.790407 


60,000 


112,035 


65,600 

46,435 


1,238,774 112,035 


13,449 

98,386 
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IK Slimi UMMItm HHIN P.I.L 

(Head Office; SCB Pule Plazk, 9 Ratchadapisek Road, 
Chauchak, Bangkok-10900) 

INDIAN BRANCH 


TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1997 


NOTES TO THE FINANCIAL STA 


(Aroountt in tbouiands of Indian Rupeea) 


S. INTEREST EARNED 

iterest/diicount on 
idvancea/tnllf 
icome on invettroents 
iteteat on balances with 
Reserve Bank of India and 
other inter-bank funds 




onunisskHi, exchange and 
brokerage 

et (kMs)/prorit on exchange 
bansaettons 

et (lots)(prorit on sale of 

investtnent 

lisc Income 

et (loss)/profit on sale of 
Tixed 


' 1 x'l i| 


iterest on deposits 


L OPERATING EXPENSES 

lyments to and provisions for 
mployees 

eat, taxes and lighting 
ia^ and stationery 
epiBcialkMi on prt^teny 
iKUtofs’ fees and expenses 

igal charges 


embersMp fees 
etpeatioa expe n s e s 
asineg d e ve l op men t expenses 
avd 

Iher expenditiire 


Year Ended 
31/3»7 


116,180 

1.711 

3,256 

3.564 

14,331 

9470 

133.767 

14,845 

13.811 

558 

(4) 

(57) 

1.38S 


1.354 

- 

(24) 

- 

16,522 

455 

39,578 

724 

39478 

724 

4462 

1,310 

9,647 

4,213 

203 

164 

3,370 

995 

171 

450 

295 

623 

565 

442 

602 

177 

272 

97 

75 

285 

328 

994 

7,467 

1,906 

378 

156 

- 

418 

27.955 

12432 




(Amounu in thousands of Indian Rupees) 


Year Ended 
31/3/97 


17. PROVISIONS AND 
CONTINGENCIES 


Interest Tax 

Provision for Bad Debts under 
1. Tax act Sec 36 (l)(vii aXb) 

Provision for depreciation 
on Investments 


18. CAPITAL ADEQUACY 
Capital 
Tier 1 
Tier 2 
Total 


Risk weighted assets 
and contingencies 


(^ital adequacy ratios 
(percentage of risk 
weighted assets and 
contingencies) 

Tier 1 capital 

Touu cental 



344.209 


33S.862 


1.730,650 184,989 


19« 182% 

19« 182% 


Jviy M* 1997 




































TK Slim NNMMKMinnN KLl. 

(Head Office: SCB Paik naza, 9 Ratcbadapiiek Road. 
Chatuchak, Baiigk4ri:-109(X)) 

INDIAN BRANCH_ 


Report of the Auditori 


We have audited the attached Balance Sheet of the Indian Branch of The Siam Commercial Bank aa at 31ft Match, 
1997 ligiied by ut under reference to thii report and the relative Profit and Loss Account of the Branch for the 
year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949 read with provisions of sub¬ 
sections (1). (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 19S6 the Balance 
Sheet and Profit and Loss Account together with the notes thereon are not required to be and are not drawn up 
in accordance with Schedule VI to the Companies Act, 1956. The Accounts are therefore, drawn up in conformity 
with Forms A and B of the Third Schedule to the Banking Regulation Act, 1949. 

We report that: 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

b) The transactions of the Branch which have come to our notice, have been in our opinion, within the powers 
of the Indian Branch of the Bank; 

c) In our opinion, proper books of account, as required by law, have been kept by the Branch so far as it appean 
from our examination of those books; 

d) The Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with by this report 
are in agreement with the books of account as adjusted for certain closing entries u of 31st March, 1997; 

e) In our opinion, and to the best of our information and according to the explanations given to us, the said 
account read with the notes thereon, give the information required by the Companies Act, 1956, in the manner 
so required for Banking Companies and on such basis the said Balance Shem gives a true and fair view of 
the State of Affairs of the Indian Branch of the Bank as at 31it March, 1997 and Profit and Lou Account 
gives a true and fair view of the lou of the Indian Branch for the year ended on that date. 

, For M.P. CHITALE A CO. 

Chartered Accouniaou 

sat- 

UDAY M. CHITALE 
Partner 


hfaabai, June 30, 1997 
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Long Road to Ptaca in Nagaland 1919 

Tax Anxioaty: Sony Spactim - Exchange 
flaaarvet; Laaaon from Thailand - 
MWary Ending: Dubioua Analyate 1940 

I Cunant MalBlIoo 1942 

I C e in paniaa 1944 


Powar Saclor Ratorm: Kay Etamoma of a 
I Regulatory Framawork 
—John B^e 

Chandiasakhar Oovindaiatalu 1949 

Drivan to the WaV; Oaha unoer 
SMv Sana-BJP Rule 

—Frakaih Bai 1949 

Oovemmant Agandaa and Cdr 
Co-oparatlvoa In Karala 
—fi Vl|ayachandran PHal 19S1 

Migrant Workara In Udupl Tahik 
—M P Subramanlan, M R Hagda 1959 

Ruaala arxl Chtoa; A Hollow AWanca 
-OavMurarfca 1996 

On Indo^angladeah Ralatlona 
—Badnxldln Umar 1999 

Parapaathraa 

Indo-Pahlitan Ralatlona: Thna lor a 
BraaMhrough 

Pud 1190 

In Saaich of tha kidton Nation 
-QalOmvadl 1999 

Ralocallng Fraadom 

—VkaA N Panday 1999 

Second Akport lor Mtxnbal; At What Coat? 

—Sumania Banarlee 1970 

loaeial Aitkiaa 

PocMve Otscrtminaaon and tha Ouaatlon of 
FralafiiMy: Contraating Ambadkar and 
M an d al on Raaarvattona 
—Olpankar Qupia 1971 

4ra Poor Counlilaa Coming Cloaar to 
the Rich? 

-PrabiilH Sarkar 1979 

Itaxtogi CommMaa Pay Stiuctura: 

OWncandvaa Ralntor ca d 

-T Ravi Kumar, Badd Ralna 1999 


dee and Non-Prlea Factora In AgdcullumI 
tovaa tm an ta 

-V N Mata, P B R Haxak 1991 
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OwjIaBon A 8 Bhalty, B 8 Sharma 
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Manager K VWyafcumar 


Positive Discrimination: Ambedkar and Mandal 

I( is not just that Ambedkar’s programme envisions the removal of 
untouchability and with it the undermining of the caste system in public 
life, but it is also about creating assets among thqse who have none. 
Reservations in the Mandal scheme lack this moral quality. The 
targeted beneficiaries of Mandal are quite plainly not without 
socially valuable assets and are also unwilling to merge their 
assets into the collective pool. 1971 

Widening Gap 

There is strong evidence that growth patterns in the last three decades 
have been divergent - instead of any catching up, the gap between 
the poor and the rich countries increased in post-second 
world war decades. 1979 

Pedagogic Unconcern 

The Rastogi Committee is a piece of hack-work designed to downgrade 
critical, pedagogic activities and concerns, even while it mouths 
inanities about drawing the country’s ‘best talent’ to colleges and 
universities. It is, of course, also true that all pay review committees 
have reflected the changing needs and perceptions of the Indian 
ruling classes. 1985 


312. AloM indiMirW Eatoto. KanM (East) 
MuhSmI 400 101 PtwnM 987 30900041 
PAX: (022) 997 3039 
EMil; admin • nmkIJ bemamtUn 
Otaoior 8 L ttMBy 


Crafting Power Policy 

A sensibly-crafted regulatcxy 
framework for the powa sector can 
measurably advance the public 
interest in mMters of lechnical. 
economic, social and environmental 
complexity. 1946 


New Tunes 

It is tune that both India and 
Pakistan spend less energy in scoring 
points off each other in international 
arenas and mote on putting their 
relationship on an even knd. 1960 


Dalits: Angry and 
Leaderless 

With an irresponsibie, ideologically 
bankrupt leadership on the one hand 
,Md a foveimnent determined to 
' deny their rights, the dalit masses 
react violently to even a minor slight 
to their collective identity and play 
into the hands of unscrupulous 
political parties, as happened in 
Mumbai recently. 1948 


Of Limited Interest 

The recent spurt of cotdiality 
betweot India and BangUdeth it 
(hiected mote at protecting the 
interesia of the ruling classes rather 
than at reaidving the problems 
of the people. 1958 


Skewed Efforts 

While the development of the coir 
industry has been a consisleix policy 
objective in Keralt, it is really the 
private sector units working without 
any assistance from the state 
agencies which have repotted 
better petfotmance. 1951 


Sino^oviet BaHjiioo 

Lessons of history are aooie 
frequently ignored Chan learnt. And 
so the w^d is now witnessiiig a 
renewed cycle of Sino-Russian 
brotherhood with a strong echo 
of sentiments which were 
discredited in the not-so- 
distant put 1955 


Reckoning with Migrants 

The growing tabour iragwian into 
Udupi taluka in Karnataka, whidi 
is banning to cause all aoitt 
of probiems, needs to be 
better understood and 
acknowledged. 1953 


Farm Investmoit 

The detenniiiaiils of private 
inveatmew in Indian i^iiculture 
need to be better undentood. Thu 
aasonvitioa ihM public and privMte 
investmett are compfemMMqr 
U today open to chaliei«9, 19M 
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LETTERS TO EDITOR 


Saflh>n Threat 

WE read with a chilliag sense of forebod¬ 
ing, Rowena Robinson's 'Losing (Hope) to 
BJP (July 5). Robinson is fortunate in that 
she had to listen only to 'friends’ who speak 
of the alternative of trying out the Hindutva 
protagonists as our national leaders. I had 
the misfortune of attending an otherwise 
useful course at the Indian Institute of 
Management, Bangalore where as parti¬ 
cipants we had to spend a whole weird day 
at the ‘Vivekananda Kendra' listening to a 
sublime new management theory called 
'Holystic Management’ (mark the spelling, 
please). 

I have great respect for those who organi¬ 
sed the three-module, IS-day course for 
NGO activists on ‘Globalisation and Libera¬ 
lisation: (Challenges for NGOs'. In fact I 
would strongly recommend the course to 
my NGO coUeagues who seriously want to 
understtfid the current political economic 
scenario. However, what was galling was 
their political naivete. Module III wu 
called ‘Coping with the Challenges’. After 
lectures and discussions on ‘Organisational 
Responses to Globalisation’, 'Mobilising 
and Managing Finan-cial Resources’, and 
‘Bringing Accountability Home’, the fifth 
and final day we found ourselves in the 
Vivekananda Kendra. To be fair to the 
teadiers, they had posed our visit to the 
Kendra as ‘experimental'. 

To my knowledge, the Vivekananda 
Kendra founded by Eknath Ranade is an 
int^ral part of the Sangh pari var. They have 
definite and well-publicised programmes to 
train lay persons as Hindu missionaries, who 
arealiegedlydqtloyedalsoforrBco n vetsiotts. 
All is fair enough in a democracy; But how 
can IIM bold out Hindutva as a possible 
strategy to cope with the challenges of 
globalisation and libenlisutkm? We were 
offered a post-facto justification for the visit 
saying that executives of comptnies like 
Motonria go to the Vivekananda Kendra to 
relax their poor, over-stretched nerves. In 
fact the Kendra offers a ’special’ course to 
relieve what they actually call ‘executive 
tension’. What a grand alliaooe it will be (or 
it already is); the wlute-knights of the txtr- 
ponlewDdd,andthetrislitil-wieldingmandir- 
builden and maiyid-deniolithert. 

Oissenting is gnng to be difficult in the 
daystocomeiftheoaiiaousseenarioiMinted 


by Robinson comes to pats. The sooner 
individuals and formations of democratic 
and humanistic persuasions come together 
to address this saffron apparition, the greater 
the chances of avoiding a tragic catastrophe 
befalling all of us. Otherwise we will indeed 
be paying much too high a price for our 
sanity and our freedom. 


Bangalore 


K P Gopinath 


‘Fifty Years of Sham 
Independence’ 

THE AU-India Pet^ties Resistance Forum 
(AireF) is bolding an All-India Seminar on 
Fifty Years of Sham Independence in 
Mumbai, on August 30-31,1997. Today, in 
the SOth year after transfer of power in 1947, 
the people of India are facing unbridled 
imperialist exploitation, brutal state 
repR3sion,inhuman oppression and grinding 
poverty and degradation. The political elite 
which run the governinem have never been 
so exposed, with scams after scams coming 
to light, the facade of democracy has never 
been so much in tatters. Yet this has not been 
unopposed. Over the last half-century, 
hundreds of peoples movements ha ve broken 
out in different parts of ourcountry. Ranging 
from revolutionary peasant and workers 


struggles, struggles of differem nationalities 
tm secesslott or for autonomy, strugg^ of 
people against anti-people poilciea and 
prcyects, strugi^ of women, dalits and 
adivasis against the specific oppression and 
exirioitation they faGe...lhese 50 years have 
been a glorious saga of peoples smiggtes, 
displaying sacrifice, heroism and a vision 
of an India without exploitation and op¬ 
pression. As the scamsters, gangsters and 
daemts who run the governmertt, and their 
corporate and multinational cronies, 
‘celebnue’ SO years of their rapacious rule, 
it is necessary for us, who stand for democratic 
and revolutionary peoples movements, who 
stand for building a new India without 
oppression aiKf exploitation to also come 
together.- to celebrate SO years of our 
struggles, and condemn the 50 years of 
sham independence and sham democracy. 
That is why AlPRF is organising this 
seminar. J 

In this seminar we would like to concentrate' 
on the three streams of peoples movements 
in India - the revolutionary peasant and 
worker movements, the nationality 
movements, and the anti-imperialist and 
general democratic movements. Fbr mon 
information please contact; Stephen Regs 
29B Laxmi Bhawan, S47, N M Joshi Maij 
Byculla, Mumbai - 400 Oil. 


Mumbai 


G N Sa»ab 


Sobacrlpdoa Rates 
Inland 

(sadading Nepal and Bbatan) 






(in npets) 


Six moalhi 

One year 

Two yean 

Three yean 

Intdtutioiis 

- 

600 

1125 

1650 

Individuals 

250 

475 

875 

1275 
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Teachen/Roaeaicfaeri 

- 

325 

- 

900 

Scudcfiti 

- 

223 

- 

- 


Ctmcessioiial rales ate available only in ladia. To avail of conoeuiofial naei, oertificate froir 
lelevam taitittiiioa it wirn||al. 

Rcmiliance by money o r s ipr/b n nif drafl/posiil order r e gn ette d, FletscaddIU Utooatitiiioi 
cheques lowanli boA ooHectioo cfaarget. 
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Air Mali _ SufftoMaii 


lastittiiiaM Individualt 

InatituthMs 

ImHvIdtMli 

Pddttan, Bangladeth and Sri Lanka 80 

USA. Canada, UK. Enrope, Japm, 

30 

63 

30 

New Zealand, Aiisiraiia and Russia 150 

100 

90 

63 

AD other coumriea iOO 

ad teadnanees to Bcanroye met PuMIcal Wackty 

70 

70 

50 



ECONOMIC 

AND 

POLITICAL 





Long Road to Peace in Nagaland 


A mong the few silver linings to this crime and corruption 
laden SOth year of independence has been the 
announcement of a cease-fire in Nagaland where the 
insurgency, which broke out soon after the British left this 
country, is almost as old as Indian independence. The National 
Socialist Council of Nagaland (NSCN) led by Isak Chishi 
Swu and Th Muivah - which is the most well-armed and 
well-organised among the various underground groups 
operating in Nagaland and the north-east - has announced 
a cease-fire for three months beginning from August 1. The 
announcement came following negotiations with the Indian 
government, which has also agreed to observe a cease-fire 
during this period. While informing parliament of this 
development, prime minister Gujral said that during this 
period of armistice, discussions for a settlement of Uk Naga 
problem would be initiated at the political level with the 
NSCN (Isak-Muivah) as also other insurgent groups. 

While the ceasc-fire, although temporary, will certainly be 
a big relief to the hard-pressed Naga people in Nagaland and 
Manipur (where they have been victims of army operations 
for years together), much more flexibility of approach will 
be necessary on the part of both the Indian government and 
the Naga underground outfits ifa mutually acceptable political 
solution that will bring a lasting peace in the region is to be 
found. It is good that as a first step the Indian government 
has agreed to unconditional talks (without insisting, as in the 
past, that the Naga underground must first accept the Indian 
Constitution) and the NSCN also has decided to begin 
negotiations with the government without demanding that the 
latter first concede its demand for an independent Nagaland. 
Perhaps realising, after half a century of bloodshed, that it 
is a no-win situation for both sides, the leaders appear to be 
in a chastened mood to talk across the table and explore 
different options. 

As for the Indian government, till the late 1970s it stuck 
to a stubborn and arrogant position in response to overtures 
or talks by the Naga underground leaders. The late A Z Phizo, 
ho launched the movement for Naga independence, was 
nubfaed and insulted, first by Nehru and later by Moraiji 
li (when as the first non-Congress prime minister, he was 
by Phizo for a sympathetic hearing of the Naga 
). When Indira Gandhi came back to power, there seemed 
|o be a change in policy, but there was no follow-up that could 
to direct talks. During the Narasimha Rao regime, the 
n minister of stide for home, Rajesh Pilot, established 
ontact with the NSCN leaders and suggested the opening 
■ negotiations at some neutral place. It was this beginning, 
flowed ^ further contacts between the NSCN leaders in 


exile and the Gujral government, that has led to the recent 
announcement of a cease-fire. According to some sources, 
a section of the top brass of the Indian army is in favour of 
asettlement with the Naga insurgents because of war-weariness 
among the soldiers and increasing casualties. This section 
is reported to have played an important role in opening the 
dialogue. International bodies like the UN Human Ri^ts 
Commission and organisations of indigenous peoples’ rights 
have olT and on criticised the Indian government for atrocities 
against the Naga population of the north-east. This may have 
also acted as a pressure on New Delhi to open a dialogue. 

But there are a number of hurdles in the way of a settlement. 
First, the intelligence agencies appear to be against any 
peaceful solution, as they have developed a stake in the 
continuing armed conflict iirNagaland and Manipur by ciealiiig 
and training a large number of proteges ranging from Kuki 
militants to Naga rival tribal factions who are used against 
the NSCN. Peace in the north-east would result in the 
unemployment of these mercenaries, large in number. 
Secondly, a section in the Nagaland state government is also 
reportedly opposed to any concession to the NSCN. This 
section, consisting of both Naga and non-Naga ptditkians 
and officials, is alleged to have made fortunes ihrou^ its 
connections with smugglers involved in drug trafficking — 
a menace which has been consistently opposed bj the NSCN 
and which it is determined to wipe out it it is allowed any 
voice in the future administration of Nagaland. 

Hie third hurdle is the division within the Naga under¬ 
ground. Opposed to the NSCN (Isak-Muivah) is another 
NSCN faction led by S S Khaplang. Along with anodier 
underground outfit cal led the Federal Group and various small 
groups owing allegiance to the late Phizo, the Khaplang 
faction will be auending a meeting of Naga tribal feWfers, 
religious heads and political parties at the end of this yew 
at Atlanta in the US, convened by the Americaa Bapdri 
Oiurch - for the same purpose, bringing about pence in 
Nagaland. S C Jamir, the chief minister of Negafaind, who 
has also been invited, has been given spraal pennisskm by 
prime minister Gujral to attend this meeting, whkh suggett 
that the government is keen on negotiating (through Jamir) 
with other Naga insurgent groups also, besides the Isak- 
Muivah-led NSCN. Jamir is known to be sympathetic to the 
Khaplang faction of the NSCN. In fact, because of Jamir's 
expected presence at the Atlanta meeting, the Isak-MuivalK 
led NSCN has decided to boycott it. If such divisioM tad 
mutual animosities within the Naga underground fmaMMat 
(often encoun^ed and fanned by interests Vika tha bAaa 
intelligence agencies, unscrupulous Naga politiriaatydtite 
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drag mafia) condmie, peace will conliiHie Id 
elude the Naga peofde. 

For ttiat much-needed peace, the Magas 
expect, quite rightly, the Indian government 
' to sympathetically pay heed to their long¬ 
standing demands and honestly strive for a 
mutually acceptable solution. But at the same 
time, those in India who had been supporting 
tbesedeitHUKls of the Naga people also expect 
the Naga leadershi p - ranging from the armed 
underground to the church priests and the 
different tribal heads - to overcome the di vi- 
sionii among themselves (among varimu 
tribes like the Angami, Serna, Thunkul, etc, 
which had often led to the proliferation of 
mutually hostile armed groups owing loyalty 
to their respective tribal origins) and speak 
in one voice from a united platform that will 
bring toother all sections of the Naga people 
behind a generally accepted proposal that 
envisages in concrete terms their future status 
as an indigenous peo|de. It is only such a 
platform that will enable the Naga leaders 
to rt^olime with the Indian go vetiunpnt with 
some amount of self-confidence in the talks 
that are likely to be held. 

TAX AMNESTY 

Sorry Spectacle 

“EXISTCNCE of black money indicated 
parallel economy and the best way to mop 
up undiscloied wealth was to introduce such 
amnesty schemes", chief justice M B Shah 
and justice Ranjana Desai reportedly 
observed white dismisHng the public intetest 
petition of the Fedetation of All-India Tax 
Ptactitionen’Associatioa before thcMundMi 
High Court challenging the constitutional 
validity of the Voluntary Disclosure of 
Income Scheme (VDIS) of 1997. The court 
was ap pa r e n tly penuaded by the claim of the 
additional solicitor general that, contrary to 
whit was maintained by the petitioners, the 
earlier disekisute schemes were not failures. 
Evidently no one had pointed out to the 
learned judges Ihst sturto by hard-headed 
eooramuitswhohavehadoccasiontoaiudyse 
the reaults achieved by the ‘voluntary 
duckwure schemes’inlodia and abroad with 
some rigour do not lend much support either 
to the Cmth reposed by their lordships in the 
efficacy of mnnetties as a remedy for tax 
evadonoriotheassettion that past amneMics 
had netted huge sums of money for the 
govemmem. 

An economic analysis of tax amnestiei 
doneaithelMFandpuUisliedinibeyeiinKif 
ofPMk Eeemomics in 1991, for instance, 
concluded: "...wliile in general it may be 
correct to impoae a reduced penalty on 
individuait who voluntarily disclose tax 
evasion, short-lived annealies of the type 
most frequently obaerved in practice are 


unlikdy to generate genuinely additional 
revenue particularly when judged against the 
potential danger of reducing future tax 
compliance". Aiiuiesties granted on a con¬ 
tinuing ‘standing’ basis fate no better as they 
reduce the risk and hence the cost of evasion. 
What is worse, amnesties even when short¬ 
lived, if they come to be a recurrent pheno¬ 
menon undermine the credibility of the 
govemmenl's enforcement capability. As a 
result the exchequer loses the revenue that 
might accrue from better cnforccmenL 
llie Indian experience with voluntary 
disclosure schemes would seem to bear this 
out in ample measure. Between 1951 and 
1990there were as many as six tax amnesties 
in India and none of them, barring the one 
declared during the Emergency, yielded any 
significant addition to revenue. An empirical 
analysis of India's tax amnesties by Arindam 
Das Gupta and Dilip Mookheijee found that 
even when there was some positive result, 
these were overwhelmed by the less visible 
negative effects such as “reduced collections 
from penalties, mis-filing and inter-temporal 
substitution’’. The only scheme that produced 
a significant positive result was that of I97S 
which clearly bore the imprint of the 
Emergency and the fear psychosis that had 
gripped the country at the time. The inflow 
of Rt 5,000crore in foreign exchange under 
the 1991 scheme assuring immunity from 
questions about the source of remittances 
from abroad and from any tax liability on 
them hm been cited in support of the present 
VDIS, in disregard of the fact that the 
objective of the 1991 scheme was to attract 
foreign remittaiKes at a time when the coun¬ 
try was short of foreign exchange and so 
tax revenue was deliberately sacn'ficed In 
order to replenish the foreign exchange 
reserves which had dwindled to half a 
month’s import cover. If. as is reportedly 
acknowledged in the govemment’s affidavit 
in reply to the petition contesting t h e le g ality 
of the VDIS 1997, Rs 5,00,000 crore worth 
of wealth is lying ‘in black’ waiting to be 
lured into productive channels through 
suitable sops - even after so many episodes 
of tax amnesties in recent years and with a 
virtually standing airmesty avenue in the 
form of the Settlement Commission - is there 
any warrant for expecting spectacular 
results from yet another amnesty within 
such a short time? 

One would have thought that in the context 
of Article 14 of our Constitution the legality 
of a tax amnesty would be judged not so 
mud) by iu presumed potency to fenet out 
biacfcweatthbutonihequestiancrfreaaonaUe 
ciasiification among taxpnyert, whether it 
implies hostile discrimination against 
sw e siect who have paid UieirtaxesboBcslIy. 
aramed that the courts allow wide latitude 
lothel^islatureforclassificatioainuuiatioa 


and the test of reasoiuMenets lies in the 
ot^ective in view, the end surely cannot 
juatify the means when the discrimination 
becomes palpableas with the presem scheme. 
Take the case of a conscientious taxpayw 
who makes an honest declaration of all his 
receipts but claims exemption for some of 
them invoking a provision of the law, but 
the tax authorities turn down his claim u 
untenable. The assessee in this case would 
have to pay not only the tax but the full 
amount of interest which may exceed the tax 
payaUe at the higher rates,prevailing earlier 
depending on the time it takes for a final 
decision to emerge on the matter. An evader 
on'the other hand can get away by paying 
only the tax at the reduced current rate 
without any kind of penalty whatsoever if 
he avails of the VDIS. It would have been 
a different matter had there been an element 
of penalty, however light, built into the 
amnesty offer, which wems to have been 
a major consideration for the Supreme 
Court in sustaining the Special Bearer 
Bond Scheme of 1981 in the well known 
R K Gatg case. 

The weakness of VDIS 1997 lies not so 
much in its legal or moral infirmity - though 
surely that nutters in a democracy - but in 
the arguments advanced in its support while 
launching it, such as that businessmen have 
promised to disclose their hidden wealth 
provided the tax to be paid is not much more 
than what it costs them to hide and there u 
no further probe or penalty. Implicit in this 
reasoning and the media campaign to sell the 
scheme is an admission that the probability 
of detection and punishment has sunk so low 
in the perception of tax-evaders (hat the coot 
of evasion carries little premium by way of 
risk and so even a small dose of penalty 
would have made it unprofiuible to declare 
concealed income and wealth. 

No doubt studies based on experimen t al 
methods have suggested that compliance may 
improve when an amnesty is accompanied 
by improved enforcement methods and 
further that an amnesty may be an effective 
policy for transition to a tougher tax regime. 
And the finance minister has indeed been at 
pains to warn that “behind the velvet glove 
there is an iron fist". But the question it do 
the tax-evaders believe him or ore they at 
ail likely to? No doubt the tiuiilstry is 
strengthening the infrastructure of tax 
adiranistrriian and Ihk will pertupt pay more 
in the long-run than kowtowing to theevaden. 
The case for an amnesty wouM have been 
stronger had the govetwnaii launched it 
after atriking tenor aunog the hoMen of 
Mack wealth and without annound^ Ji in 
advance rather than bokftti out an olive 
branch from an admittedy weak poailioo. 
The stale going down on its knoM for getting 
a pert of ks tqptimaie tkies flrom dime who 
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dewfve no iMpect firom the fociety prewnu 
e mher tatty ipectacle. 

EXCHANGE RESERVES 

Lesson from ThaUand 

THE lateM on the Mi of the Thai baht i> that 
it hw flipped below 32 baht to one US dollar. 
As oompared to the rate of 25 baht to a dollar 
la the Erst week of July, this means a fall 
of 28 per cent in less than three weeks. What 
has gone wrong in Thailand that could be 
behind such a precipitous decline in the 
external value of the currency is a question 
that everyone is asking. Have the 
fundamentals of the Thai economy sent any 
' signals suggesting some son of downslide 
in Thai economic perfontuuice? Or is it that 
the Thai economy was always teetering on 
some sort of a brink and the wall protecting 
it has now given way? 

By world staitdards, the Thai economy has 
been doing extremely well, judged in terms 
of growth of GDP, for several yean. Without 
nu\|or ups and downs, economic growth has 
bem of the order of 7 per cent per annum 
over the past Eve years. For 19% growth 
is estimatttl at 6.7 per cent, which does not 
indicate any major downslide. Inflation in 
Thailand has also been under control, with 
an annualised price rise of around 4 per cent 
even as late as May this year. So the 
funilamentals of the Thai economy cannot 
be said to have taken an adverse turn. 

What has certainly happened over the past 
one year, and is most pndubly connected 
to the present pressures on the Thai currency, 
it that with the annual deficit on the current 
account in the balance of pay merits reaching 
a figure of almost $ IS bn, and the country's 
foreign reserves declining by almost $ 6 bn, 
it was becoming increasingly clear that the 
inflow of external funds was slowing down 
and that the net inflow was inadequate to 
shore up the balance of payments, with the 
result (hat the foreign reserves have had to 
be dipped into. Still, going by the size of 
(be country's foreign reserves, the situation 
would not have led to the sort of the pfessuie 
the Thai currency is curremly experiencing 
unleaa there was something in (be very 
composition of (he Thai foreign reserves (hat 
made them vulnerable. And that perhaps 
provides the atuwer to the question rais^ 
in (he beginning. 

Cloae to two-thirds of the Thai foreign 
reserves are believed to be in the nature of 
flows that could fly out at a rooment’snotice 
- that is. of the type that Mexico could not 
stop flying out when faced with a crisis of 
lac^ propottiont. The difference is that 
Mmdco'i ftindameotals were also weak, 
whereas Thailand's are not. And still it is 
not ceittin that Thailand will be able to shore 
ibingi up without resorting to the IMF and 


aocepdiqg its ootidltionalities. Whatever the 
outcome for ThailaiKl, we in India should 
see the writing on die wall, namety, dut 
dependence on the inflow of volatile funds 
to build up foreign reserves nukes us more 
and not Im vulnerable, r^ardless of the 
fundamentals. 

MILITARY SPENDING 

Dubious Analysis 

THE juxtsposing of national security with 
social security as categories for analysis has 
served several purposes. As an eleinent in 
the progressives' critique of government it 
has helped to focus attention on the 
compulsions which force the ruling elite to 
prioritise national security concerns over 
those of people's wdfve and show the 
distortions which occur in public spending. 
Rising military expenditures are also an 
indication of a belligerent slate, which might 
seek conflicts in the region, as also of a state 
increasingly given to using its strong arm 
even against its own people. Piogressive 
critiques of military spending in developing 
countries have also contextualised these 
trends within emerging global geopoiiticai 
developments and (he changing relaiionsiups 
between post-colonial slates and global 
capitalism and its imperatives. Increasingly, 
however, there is shrill criticism of the rising 
military expendituicsof developingcountries 
emerging from the industrialised countries 
and from multilateral agencies which needs 
to be examined carefully. 

The Human Development Report 1997 
draws a shocking picture of what this trend 
has led to, especially in the South Asian 
countries. It points out that the region is one 
of the most militarised in the world. It spends 
S14 bn a year on its armed forces and scJdien 
outnumim doctors 6 .1 "at a time when many 
people are dying of curable dtseases" - and 
India and Pakistan account for 93 per cent 
ofthis spending. In 1994military exprmditure 
constituted 3.4 per cent of GDP in the region. 
While in the industnal countries defence 
spendingcompriiesoniy33|)ercaiiofexpen- 
ditureon education and health, in ihedevelop- 
ing countries the proportion is 60 per cent. 

The report points out with dismay (hat 
military spending in South Asia is moving 
against global trends: while global militaiy 
spending declined by about 37 per cent during 
1987-94, in South Asia it went up by I2per 
cent. This is also nuc of the size of the armed 
forces: South Asian anmes are expandint 
(they have grown by 7. S per cent since 1987) 
while standing armies globally are shrink¬ 
ing (in the industrial countries their tiie 
has been reduced by 24 per cent since 
1987). In particular. Pakistan and India are 
imongthe lOcountiics whidiliaveiiKlaiieit 
armiet. 
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The report alao delineatei on the 'h uma n 
coat of anm purchaiea'. For example;‘%r 
the purchaaeofeach battle tankdmndtildtco 
can be immunised”; each tubmarine 
purchased meaiu denying the provision at 
safe drinking water to 60 trei people, b 
further points out that India's prelected 
budget (^$4.5 bn for the pwcbaae Xmodem 
military equipmcM could ftnaitoe ptimsry 
erhication for a year for all the 226 itm 
children who have ito access to it, safe 
drinking wmer for the tame number for a 
year, essential medicines for I3S mn people 
for a year and family pfenning services for 
a year for an additional 22 mn coujAes. 

It is not the figures which are shocking 
- the arithmetic is not altogether novel-but 
rather the report’t somewhat naive approach 
to the whole proMem. The report’s autbon 
believe that "the policy-inakers(in the poorer 
countries] do not pause kmg enough to con¬ 
sider the various alternatives. Nor do their 
civil societies felly realise the human cost of 
arms purchases.” Surely.third world country 
govemmems such as in India and Pakistan 
are mature enough to know this?The attitude 
echoes the developed countries' e a g et n ess 
to see post-colonial countries as being poli¬ 
tically still in their infancy, when there is so 
much evidence, in India and even in Pukiriaa. 
that despite frequent political shenanigaM 
and what are termed distortions of the demo¬ 
cratic process, these countries have moved 
a great deal in the last SO years towards 
consolidating democratic Ibctefare. 
people-conirolied systems of govetnance. 

It is also curious that the repoit should 
attribute the break-up of the USSR to the 
alleged tilt in the military/iocfei spendiiig 
ratio causing the “ddicale balance betweca 
defence and development” to be disnipied. 
It goes on fenber to state that "imliiaty to 
social spending ratio in 1980 was aatwag the 
highestintbe worldin lraq(8iimBS).Soiiialia 
(3 times) and Nicaragua (3.5 times)”. 
Accofding to the repun. ”aU three oonatrica 
failed to protect their national sovereignty, 
their territorial integrity and the wrtifare it 
their people despite liberal acquisition of 
arms". Quite cleariy the authors of Iherepast 
do not want to coumenance the fea dui 
Nicaragua.fori nst a nce , h ad in feet s u c c eed e d 
in intprovitig its health indicaion tremen- 
douriy in those yean with iaoovativeaaem 
despite heavy militaiy spendugneceaxaied 
by the aggression and threats to ta survival 
financed directly by the US, which is in the 
forefront of criticstrftiring military spendmg 
among devdopiiy countries. 

It isinarguaMelhairisiiigimlilary spendiiig 
in developing countries does aflect social 
s p end i n g advenely.Butaconsisiein proem 
of changiiig these treads in spendiiig caa 
begin only if developing ooHBtnea tagbiiu 
play a diflereal and more sigfuAcM rote in 
geopoNttcai devefepOMfiU. 
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Indts Nonbera of WhoktMic 
Prkca (1981-83 = l(X)) 


Weighu 


July 12. 
1997 


Virition (PerCeaitl: Ptoint-lo-Poinl 


Over Over IShtoalht Fiscal Year So Par 1996-97 1995-961994-951993-94 
Month Latest Pieviotis 1997-98 1996-97 


All Conunodities 

100.0 

325.2 

0.4 

4.4 

5.9 

1.6 

4.0 

6.9 

5.0 

10.4 

10.8 

Frimary Articles 

32.3 

336.1 

1.0 

3.7 

7.2 

2.0 

5.3 

7.0 

5.4 

12.7 

11.5 

Food Articles 

17.4 

385.6 

1.5 

4.8 

10.8 

2.0 

6.8 

9.6 

9.8 

11.9 

4.4 

Non-Food Articles 

10.1 

335.8 

0.2 

2.3 

1.9 

2.2 

3.4 

3.5 

-1.9 

15.5 

24.9 

Fuel. Power. Light and Lubricants 

10.7 

349.2 

* 

8..3 

13.4 

1.2 

9.3 

16.9 

3.7 

2.4 

13.1 

Mamifaettutd Products 

.57.0 

3)4.5 

0.2 

4.1 

3.7 

1.5 

2.2 

4,9 

50 

10.7 

9.9 

Food Products 

10.1 

321.1 

0.8 

10.6 

3.8 

3.9 

7.2 

14.1 

-0.7 

8. \ 

12.3 

Food Index (computed) 

27.5 

361.9 

1.3 

6.6 

8.S 

2.6 

6.9 

11.1 

6.3 

10.6 

7.0 

All Commodities (Average Basis) 











8.3 

(April 5-July 12, 1997) 

100.0 

323.3 


6.6 

6.3 

5,9 

4.8 

6.4 

7.8 

10 9 



Latest 



Voriadon (Per Cent): Poini-to-Point 



Coat of living Imlicet 


Month 

Over 

Over 12 Months Fiscal Year So Far 1996-97 1995-96 19U4-9S iwj-ya 




Month 

Latest Pievious 

1997-98 1996-97 





Indiistrial W -kers (1982=100) 


352.0’ 

-0.6 

7 3 

9.3 

0.3 

2.8 

10.0 

8 9 

9.7 

9.9 

1’ib.ui .\oii-ManEmp(l984-85=l00)(R>r96-97) 

284.0'' 

0.4 

8.8 

9.7 

7.6 

70 

- 

8.2 

9.9 

8.3 

Agri Ub (1986-87=100) (Unk factor 5.89) 

258.0* 

-l.l 

6.2 

9.0 

-1.5 

2.5 

10.5 

7.2 

11.1 

11.2 


Maaey and BanUng (Rs crorc) 


July 4, 
1997 " 


Variation 


Fiscal Year So Far 


Over Month Over Year 


1997-98 


1996-97 


1996-97 199.1-% 1994-95 


Money Supply (Mj) 

Cunency with I^lic 
Oepotitt with Bonks 
Net Bank Cradil to Govt 
Bonk Credit to Comml Sector 
Net Foreign Exchange Assets 
Reaerve Money (July 11) 

Net RBI Credii to Ontre (July 11) 
RBI Credit to BkaJComm Sect (July 
Scheduled CoinmerciaJ Banks 
Depociis 
Advances 

Non-Food Advances 
tavettmentt 


731116 .'5263(0.7) 

142684 -27S9(-1.9) 
.18260.1 6054(1.1) 

314173 7883(2.6) 

376303 1.510(0.4) 

112984 7579(7.2) 

209008 -45I8(-2.I) 
127593 -2280(-l.Si¬ 
ll) 12736 315(2.5) 

521442 37.35(0 7) 

277460 -211 (-0.1) 
368.563 na 

212206 3487(1.7) 


102247(16.3) 

15932(12.6) 

88259(17,9) 

33135(11.8) 

33122(9.6) 

27162(31.6) 

17127(8.9) 

-l0093(-7.3) 

887(7.5) 


.30934(4.4) 
10251(7.7) 
18094(3.2) 
25356(88) 
1149(0.3) 
10071(9,8) 
8963(4.5) 
6891(5.7) 
-5161-3.9) 


77589(17.5) 1.5843(3.1) 
24.368(9.6) -94l(-0,3) 
27091(ll.2)-2242(-0.8) 
43091(25.5)21593(11.4; 


24862(4.)) 96176(15.9) 72581(1.3 7) 97019(7'’ t) 
8494(7.2) 1417.5(12 0) 17.577(17.5) 1838ln22.3> 
119i2(2..5) 82107(17.0) 55042(12 9) 77781(22.2) 
23259(9,0) 31038(12.0) 35.360(1.5.9) 18501(9.1) 
-1267(-0.4) 30706(8 9) 51925(17 7) 54949(23.1) 
3681(4.5) 2077.3(25,3) .3I09(.3.9) 24420(44.7) 

-2S77(-1,3) 5587(2.9) 25176(14.9) .30610(22.1) 

18918(15.9) 19.34(1.6) 19855(20.1) 21.30(2.2) 

-l6%l(-S8.9)-1.5557(-54.0) *747(43.6 ) 8067(67.2) 

100.34(2.3) 71780(16.5) 46960(12 ll 71726(22,8) 
-923(-0.4) 24387(9.6) 42455(20 1) 47144(28.7) 
-2753(-l.l) 26580(10.9) 44938(22.5) 45776(29.8) 
433,3(2.6) 2573)0.5 6) 15.529(10.4) 1673102.6> 


Index Numbers of Industrial 

April Fiscal Year So Far 


Fiscal Year Averascs 

Prodnetton (1980-81=100) Weights 1997 1997-98 

l9%-97 

1996-97 

1995-96 1994-95 1993-94 1992-93 1991-92 

General Index 

Miniiw and (Juanying 
Maminciuring 

Efectricily 

100.00 
11.46 
77 11 
11.43 

305.8 305.8(9.8) 
261.0 261.0(5.0) 
304.5 304.5(11.7) 
359.3 359.3(3.6) 

278.4(8.1) 302.3(6,6)283.6(1I.8)253.7(9.4> 232.0(6,0) 218.9(2.3) 2)3.9(0.6) 
248.6(6,2) 269.7(0.9) 267,3(7.4) 248.8(7.5) 231,5(3.5 ) 223.7(0.6) 222.5(0.6) 
272,7(9.0) 299.6(7.9)277.6(13.1)245.4(9,8) 223.5(6.1) 210.7(2.2)206.2(-0.8) 
346.9(4.9) 352.9(3.8) 340.1(8.1) 314.6(8.5) 2900(7.4) 269.9(5.0) 237.0(8.5) 



July 25. Month 

Year 1997-98 So Far_1996-97_ End of Fiscal Year 

Ct^Hal Market 


1997 Ago 

Ago Trough Peak 

Trough Peak 1996-97 1993-96 1994-93 

BSE Sensitive Index (1978-79=100) 4190(17.73)4094 3559(0.54) 

BSE-100 (1983-84=100) 1823(10.89) 1761 1644(1.23) 

BSE-200 (1989-90=100) 407(10.60) 391 368(-0.27) 

NSB-M (Nov 3. 1995=1000) 1185(14.60) 1162 1034 

Skkaia GOR Index (Apr 15, 1994=100) 79.24(2.15)81.22 77J7(-10.25) 

3427 4405 
1489 I90S 
333 421 

970 1239 
67.33 83 .30 

2745 4069 3.36l(-0.2) 3367(3.3) 326I(-I3.7) 

1217 1843 l 464(-5.5) l.549(-3.5) I606(-I2.2) 

273 413 .328(-5.0) .345 (-6.3) 368(-l8.2) 

788 11% na na na 

51,6 90.0 72.7(i(-7.3) 78..53<0.7) 77,99 

FarrignTradr 

May 

Fiscal Year So Far 




1997 

1997-98 1996-97 

1996-97 

1995-% 1994-95 1993-94 1992-93 


USSmn 2862 540l(-4.4) 5653(15.5) 33106(4.1) 31797(20.8) 26.330 0 8 4) 

latpom;Rscrore 11502 22.362(0.4) 22284<.30.7) 136844(11.6) 122678(.36.3) 89971(23.1) 

(ISSinn 3211 6244 (-3.0) 6436(18.6) 38548(5.1) 36678(28.0) 28654(22 9) 

Non-IttL Un S mn 2496 4850 (2.1) 4751(17.2) 28931(-l,0) 292I4(2«..5) 22727(29.5) 

Baianoeuf Trade: Rs crorc -1250 -.3017 -2711 -19319 -16325 -7297 

US Sinn -349 -843 -783 -5442 -4881 -2324 


69751(29.9) 

22238(20.0) 

7310105,3) 

23306(6.5) 

17552(11.2) 

-3350 

-1068 


53688(21.9) 
18337(3.8) 
63375(32.4) 
21882(12.7) 
I5782(I2J) 
-9687 
3345 


Foreign Exekanga 

Rcici^ (excluding goU) 

July 17. 

July 19, 

Mar 31. 



-Vapation Over 




1997 

1996 

1997 

Month 

Ago 

Year 

Ago 

filfld.Y68C5ff Fte. I9%-97 
1997-98 1996-97 

1995-96 

1994-93 

199.3-94 

Rt crate 

USJmn 

91256 

25528 

63662 

17819 

80373 

22369 

2131 

649 

27594 

7709 

10881 4936 21649 
3159 693 5243 

-7302 

-3690 

18402 

3640 

27430 

S724 
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COMPANIES _ 

REUANCE INDUSTRIES 

New Growth Centre 

REUANCE INDUSTRIES' phenomenal 
growth is evident from the fact that its sales 
have grown from around Rs 200 crore in 
1980 to more than 7,000 crore in 1996-97. 
Profit after tax, during the same period, has 
surged ftom a mere Rs 11 crore to Rs 1,323 
crore. Equity and reserves have grown from 
Rs 12 crore and Rs 19 crore. respectively, 
to Rs 438 crore and Rs 8,013 crore. Also, 
while gross fixed assets have grown from 
Rs 73 crcae to Rs 14,663 crore, maricet 
capitalisation has risen from Rs 78 crore to 
Rs 14,393 crore. 

However, thepcrforroanccofthe country’s 
laigest traded private sector stock seems to 
have suffered in 1996-97. Though the 
company’s net sales and value of production 
improved by 18.6 per cent and 12.6percent, 
respectively, the company’s margins came 
untopressure. While interest charges soared 
by 34.3percent,depreciation and taxcharges 
surged by 21.9 per cent and 43 per cent, 
respectivdy. While operating profit mschy 
7.4 per cent, the company’s bottomline was 
ahnw stagnam with a 1.3 per cent upward 
movement 

Origindly set up to manufacture fabrics, 
the company has integrated backwards right 
upioautfecHl andnormal paraffin. Inaddition 
to fabfks.'Cnide oil. and normal paraffin, its 
production today includes pol yester fitamem 
yarn, polyester staple fibre, purified 
terepiithalicacid (PTA), linear alkyl benzene 
(LAB), ethylene glycol, polyvinyl chloride 
(PN’C)<polyethylcne (PE) and polypropylene 
(IT). 

Meanwhile, the company’s ambitious 
expanskm prograraitie at the Hazira complex, 
involving an investment of over Rs 9,000 
crDfe,b in an advanced stage of completion. 
This is the single laigest investment made 
by any Indian private sector enterprise at a 
liimle locarion,’'The investment has created 
one .'of the world’s largest petrochemical 
conjplexes. The complex not only secures 
for ReUanoe a slot among the top polyester 
pr^liiceis in the world, but also the scale 
ci operatiMU combined with the extent of 
integration m|kes it unique in the global 
chemical coM^. Following the completion 
of tbecomptex. production capacitiea will 
increase four-fold to over 6 mn tonnes per 
annum. The Hazira expansion also 
completes the company’s vertical inte- 
gndion chain and, consequently, overall 
cost is expected to fall to a globally 
competitive level. 

The company now plans to develop 
Jamnagar, alio in Gujarat, as its next growth 
cemte, where it proposes to invest close to 


Rs 3,000 crore to create another world class 
petrochemical complex. 

During the year under re view, the company 
became the first company in Asia to issue 
bonds in the US debt market with maturitiet 
of iOO as well as 30 yean. The company 
also issued bonds with 20 and 30 year 
maturities in the US debt market. Moreover, 
all these bonds are unsecured and have been 
raised without recourse to any guarantees 
from government, banks or institutions. These 
debt issues will help the company reduce its 
overall cost of cental as interest rates in the 
international markets are considerably lower 
than those in the domestic market 
Meanwhile, the company's share price 
currently quotes at around Rs 300 on the 
bourses, discounting its 1996-97 earnings 
per share by 10.4 times. The company is one 
of the few Indian corporates to join the 
depository to enable commencement of 
paperless trading. It also plans to 
dematerialise all bulk lots of its equity held 
by large shareholders in the near future. 

KESORAM INDUSTRIES 

Rise in Input Costs 

Thcbottomlineof Kesoiam Industries (KIL), 
a B K Birla group company, suffered by 14.4 
percent in 1996-97. Thecompany is engaged 
in the manufacture of a diverse range of 
products including cement, rayon, transparent 
paper, sodium sulphate, s<^ium sulphite, 
refractory bricks and textiles. 

Following losses at its tyres division, Birla 
Tyres, thecompany entered into an agreement 
effective from April 1994, withaconsortium 
of parties including KIL for running the 
company's tyre factory for three years. It 
lecdves Rs 39 crore annually from this 
consortium by way of consideration. Further, 
it also shares in the revenue surplus of Birla 
Tyres’ operations and in this context earned 
another Rs Z96 crore during the year under 
review. If these amounts are excluded from 
its n^ profit, Kesoram Industries would have 
actually sufiered a loss during the year. 

However, despite this infusion, the 
company'f net sales and value of production 
rose by a mere 1.4 per cent and 3.6 per cent, 
respectively, in 1996-97. A sharp indease 
in operating expenses led to a 13.1 percent 
fall in opertfiag profit. Despite a 27.6 per 
cent fall in interest charges and a 3 per cent 
dropin(lepreciationprovision,lhecon)pany’s 
net profit was lower by 14.4 per cent over 
1993-96, 

At the company’s textile division, cost of 
inputs rose continuously due to increases in 
power rates (up 16.6 per cent), coal rates (up 
32 per cent), and DA (up 7.5 per cem). 
Furtha. the cloib mariiet remained sluggish 


EPW Raaearch Fnandirtioa 


throughout theyear.biits attempt to gradually 
modernise this division, the company in¬ 
stalled some second-hand automatic looms 
which were in good working condition. 

At the rayon and transparentpapersectioni. 
while production of rayon increued 
marginally from6,652tonnes to6,709tonnes, 
that of transparent paper dropped from 3,433 
tonnes last year to.3.392 tonna. Though 
prices of wood pulp and sulphur saw a 
declining trend, the benefit from this was 
largely neutralised by a sleep hike in Che cost 
of power, coal, dearness allowance, etc. Also, 
while demand for rayon yarn corUtnued to 
remain unsatisfactory, excise duty on the 
same was increased by 3 per cent in July 
1996. On the transparent paper front, cheaper 
substitutes became available in (he market 
at a lower price thus adversely affecting the 
company’s market share, especially during 
the second half of the year under review. To 
add to thecompany's woes, the central budget 
increased theexciseduty on cellophane paper 
by 5 percent. Keen competition from Chinese 
paper saw the company’s exports decline. 
The market for sulphuric acid too was 
depressed during the year. The only silver 
lining for this division seemed to be the 
conversion of its conventional acid plant to 
the DCDA system, which not only increased 
production of sulphuric acid from 21,872 
tonnes to 31,087 tonnes, but also reportedly 
improved pollution control. 

The company's cement division saw its 
margins under considerable pressure 
fol lowing steep i ncreascs i n the cost of power, 
coal and remuneration to employees. This, 
coupled with sluggish demand and 
unrcmuncrative prices, affected the 
company's overall performance. Meanwhile, 
captive thermal power plants of 15 MW each 
were expected to be commissioned in July 
this year at both the cement sections. This 
is expected to help the division tide over the 
continuous power-cuts imposed by the stale 
electricity boards of Andhra Pradesh and 
Karnataka. Further, cost of power is also 
expected to come do wn as the cost of captive 
power plants is less than that of sutedeciricity 
board power. 

The company’s slock, meanwhile, quotes 
at around Rs 43 on ihe bourses, discounting 
its 1996-97 earnings per share by 6.1 times. 

BASF INDIA 

Higher Interest cost 

This Indian arm of the German chemicals 
inonolithofthesOTenani>,BASP.pcrfonned 
poorly in 1996-97. Though net sales and 
vahieof production improved by9.4 per cem 
and 11.1 percenLreapectivdy.lhccomperiy’s 
net profit ftli by 19.3 pa cem. This was 


tcua 
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The W«fc*i CMBBMriM 

(Kskkht 


Waaacial ImUcaiors 

_bitotrii 

InduitHw_ 

BASF 

IwUa 


March 

1997 

1 March 
1996 

March 

1997 

March 

1996 

March 

1997 

March 

1996 

fiirniii»rappropri«tkiaa 

1 Netaakt 

515780 

434783 

51494 

50808 

23114 

21124 

2 Value of production 

506253 

449465 

52614 

50778 

23881 

21504 

3 Other income 

24489 

24664 

5042 

4874 

405 

205 

4 Total inciime 

530742 

474129 

57656 

55652 

24286 

21709 

5 Raw materialsAtoiet and 

228981 

178705 

18452 

18253 

lOSOO 

10379 

spues consumed 

6 Other rosnufaciiuing expenses 

45083 

42066 

11623 

9285 

3052 

2424 

7 Remuneration to employeet 

23616 

18907 

6545 

5717 

1819 

1542 

8 Other expentei 

45499 

59876 

9441 

9049 

4028 

3570 

9 Optnuing profit 

ik7S63 

174575 

II59S 

13348 

4887 

3794 

10 iMerest 

16997 

II0I3 

4096 

5660 

2185 

1062 

11 Cruupnifil 

177784 

164178 

7583 

7747 

3148 

2766 

12 Depreciation 

41014 

.3.3651 

2987 

3080 

1329 

527 

13 Prtifit beforr tax 

136770 

130527 

4596 

4667 

1819 

2239 

14 Tax provision 

4500 

- 

600 

- 

202 

230 

IS Pn^lttfterlax 

132270 

130527 

3996 

4667 

1617 

2009 

16 Dividetidx 

29924 

30422 

1321 

641 

408 

345 

17 Retained profit 

102346 

lOOIOS 

2675 

4026 

1209 

1664 

UaMlUiwdaaacti 

18 Paid-up capita] 

45845 

65823 

7128 

4638 

1610 

1150 

19 ReMrvei and surplus 

801249 

774707 

29616 

18794 

14772 

8317 

20 Long-term loons 

706756 

406257 

35549 

26649 

5542 

7320 

21 Short-term bans 

55792 

6S8B8 

4824 

4453 

3482 

4912 

22 Of which bonk borrowinp 

50592 

59188 

4824 

3853 

2697 

4391 

23 Crost fixed assets 

1466455 

11.37421 

88122 

6S96S 

20931 

I8I8S 

24 Accumulated depreciation 

349120 

214134 

30322 

27095 

5046 

3756 

25 Invemories 

1085.36 

75961 

9766 

7936 

6113 

5171 

26 Total assettfiiabilities 

195.3614 

1.503838 

92787 

63844 

30180 

26039 

MisctItaDcous ItciM 

27 Excise duty 

12838S 

1.37883 

9122 

8490 

3419 

303$ 

28 Gross value added 

2069.50 

174564 

18097 

18713 

7463 

5463 

29 Total foreign exchange income 

19678 

12609 

1448 

2013 

2783 

2921 

30 Total foreign exchange outgo 371611 

Key fliiancUl and pcrfonnaiict ratlea 

306282 

5584 

2575 

5292 

506 

31 Turnover ratio 

(sales to total assets) (%) 

26.40 

28.91 

55.50 

79.58 

76 59 

81 12 

32 Sales to total net assets (%) 

32.04 

3.3.12 

66.77 

93.17 

90.98 

97.35 

33 Gross value added to 

gross fixed asseu (%) 

14.11 

15J.< 

20.54 

28.37 

35.66 

3004 

34 Return on investment 

(gfott profit to total assets) (%) 

9.10 

10.92 

8.17 

12.13 

10.43 

1062 

35 Gross profit to sales 

(gross margin) (%) 

34 47 

37,76 

14.73 

15 25 

13.62 

13.09 

36 Operating profit to soles (%) 

36.36 

40.15 

22.52 

26.27 

21.14 

17.96 

37 Profit before lax to sales (%) 

26.52 

30.02 

8.93 

9.19 

7.87 

1060 

38 Tax provision to 

profit before tax (%) 

3.29 

- 

13.05 

- 

II.II 

10.27 

39 Profit after tax to net worth 

(letuffl on equity) (%) 

1.5.61 

15.5.3 

10.88 

19 92 

9.87 

21,22 

40 Dividend («) 

65.00 

60.00 

20.00 

20 00 

30.00 

30.00 

41 Burning per share (Rs) 

28.85 

27.87 

7.09 

13.67 

10.04 

17.47 

.2 Book value per share (Ri) ‘ 

184.77 

179.07 

66.65 

66.05 

IOO..S 

80.32 

'3 PfE ratio 

10.40 

7.79 

6.06 

4.31 

17.42 

15.63 

<4 Debt-equity ratio 

(adfusled for revaluation) (*) 

83.4.3 

48.33 

96.7.5 

113.73 

34.30 

79.25 

45 Sbon-Kim bank borrowings 

to invemories (%) 

46.61 

77.92 

49.40 

48.55 

44.12 

84.92 

46 Sundry ciediion to 

randn debtors (%) 

486.17 

458.17 

112.58 

126.71 

64.12 

68.71 

-7 Total reuMRieralion to employees 

to gross value added (%) 

11.41 

10.83 

36.17 

30.5$ 

24.37 

28.23 

48 TcMal rumumuaiion to employees 

to value of production (%) 

4.66 

4.21 

12.44 

11.26 

7.62 

7.17 

49 Ones fixed assets fonnalion (%) 

28.93 

35.S6 

33J9 

16.64 

15.10 

77.71 

50 Oniwtli in toventocies (W) 

42.88 

14.65 

23.06 

14.22 

18.22 

24.24 
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detpito a 28.S per cent litc to opeiMtof 
pn^ The maiiiculpriu were ibarp iacitaces 
in intefcst charges (up 105.7 per cent) and 
depreciation provision (up 152.2 per cent). 

Despite the fail in its bottomline and the 
consequeta fall in earnings per share from 
Rs 17.5 a year ago to Rs 10, the company 
maintained dividend at 30 per cem. 

The company, meanwhile, has bifurcated 
its operatiCHis under four divinons. namely, 
leather chemicals, crop protection chemi' 
cals, colours and dispersion, and chemicals 
and plastics. The company’s product portfolio 
includes expandable polystyrene, tanning 
agents, leather chemicals and auxiliaries in- 
chiding specialised metal complex leather 
dyes, acrylic polymers in primary form and 
pesticides and other ch^cals including 
dyestuff and related textile auxiliaries. In 
addition, it also provides technical services 
to various industries. 

The company has three nuuiufactuiing 
facilities located at Tuibhe in Maharashtra, 
Bokaro in Bihar and in Mangalore in 
Karnataka. 

The company had initialed a Rs 95.2 crore 
project in Mangalore which comprised the 
setting up of two plants incorporating sute- 
of-the-art technology to manufacture leather 
chemicals and auxiliaries including metal 
complex dyes and polymer dispersions. The 
project, which was part ruianced Ihrough a 
rights issue aggregating Rs 19.2 crore in 
January 1995, commenced comanercial 
production in March 1996. 

The company ’ s crop protection cbemicak 
business rcconled a substantial increase in 
sales in 1996-97 while pronu of its Icaiha 
chemicak and colour/dispersion butineas 
were affected due to additional dcpreciaiioQ 
and interest charges associated with the 
investments in Mmigaiore. The company's 
pitstics business saw a matfiiud increaieiti 
sales though profit on this accoum was hi g her 
compared to the previous year. While total 
expons ihiring the yev fell by 11.5 per ceai, 
impoits rose by K.9 per cenk 

The company's share currently quotes at 
around Rs 175, discoumiiv itsUtestemtongs 
pershareby l7.4iinies.ltsbo(ik vahieatanda 
at a heahhy Rs 100.4 per share compared 
to Rs 80.3 a year back. 

During 199^97 the company entered the 
capiui market with a tights iasue to the ratio 
of two equity sharea for every five ahatea 
held. The issue comprised 46JOO.MO equity 
shares of Rs lOeachataprenuumaTRs 115 
per share, aggiegaltog Rs 57.5 crate. White 
the issue added around Rs 4.5 crore to the 
company's equity share capital, its r eaetvei 
benefited by around Rs 52.9 crore. 

BASF of Germany, which is repiesenlad 
in litdia by other companies at weB, andt 
as Dr Beck India and KnoU Phanaaocnbcala 
(Indto). now plans to invest DM I liiMtai 
(around iU2,3<Xt crore) in Indto throngli its 
Indian counlnparts. 
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COMMENTARY 

Power Sector Reform 

Key Elements of a Regulatory Framework 

John Byrne 

Chandrasekhar Govindan^u 


A sensibly crafted regulatory framework for the power sector can 
measurably advance the public interest in matters of technical, 
economic, social and environmental complexity. But the quality of 
decisions rendered will always depend, as well, upon the quality of 
the decision-makers and on the extent of public awareness and 
activism. This article discusses the key factors in formulating a 
regulatory framework for the Indian power sector. 


INDIA’S power sector is undergoing nuijor 
reforms to address serious financial 
problems and to avoid looming power 
shortages. It is a critical time for this sector 
and for society as a whole, since decisions 
reached in the next three or four years will 
determine a technological infrastructure that 
includes equipment with 30-S0 year 
lifetimes. Moreover, these decisions will 
set the pattern for environmental 
sustainability and social equity (or their 
absence) for many decades to come. 

The establishment of independent 
regulatory authorities and the break-up of 
vertically integrated state-owned utilities 
form the core of the Indian reform effort 
to address these daunting issues. Partly due 
to the controversy stirred by the ^ron 
power project, and the potential for several 
mroe such controversies, electric utility 
regulation has gained currerrey in power 
policy debates in India. In December 1996 
chief ministers of all the states met in Delhi 
and reviewed existing power policies. After 
several days of delibeiations, an action plan 
was adopted which included the introduction 
of independent regulation at (he central and 
state levels. Somewhat similar to the US 
regulatory model of divided federal and 
state level regulatory responsibilities, the 
plan recommended the creation of a Ontral 
Electricity Regulatory Commission (CERC) 
to set bulk tariffs, regulate inier-sutc power 
exchange and oversee licensing, planning 
and other functions for ail central generation 
and transmission utilitiea. At the state level, 
State Electricity Regulatory Commissions 
(SERC) would be setup in each state/union 
territory to regulate tariffs {Powerline, 
January 1997, p 11). 

An outstanding concern which will 
determine the effectiveness of such a plan, 
or others like it. is the precise structure and 


responsibilities of the regulatory apparatus 
that will shape electricity operations. The 
test any regulatory proposal will need to 
pass is whether it will actually protect the 
public interest - in particular, whether 
regulation will contribute to a socially 
equitable and environmentally sustainable 
provision of electricity services. 

Since 1991, when the central government 
initiated the reforms, there has been a 
vigorous debate in the country over how to 
solve the sector's outstanding problenu and, 
at hte same time, protect the public interest. 
While several contracts have been executed 
with independed power producers, many 
questions have been raised with few 
satisfactory answers provided, especially 
on the matter of whether social and 
environmental objectives are best served by 
them. Issues have been engaged such as: 
(1) when and how much new generation 
capacity is needed; (2) what are the 
alternatives - on the supply-side and 
demand-side- to meet the country’s needs; 
(3) what is (he impact on the existing 
transmission system and on planning for 
new lines; (4) what will beiheenvironmental 
impact related to the operation of these 
facilities and have such costs been 
adequately incorporated into the evaluation 
of alternatives; and (S) what are the busbar 
costs of the generation being planned and 
how will they be paid - that is. What will 
be (he tariff impact on the new additions? 

Many, if not all, parties agree that some 
form of regulation is needed to address such 
questions. Bui a forum to openly debate 
these critical issues and to arrive at 
analytically based reforms has yel to be 
created. Can things be learned from the 
experience of other countries as India takes 
up this task? With the caveat that djireieaces 
among countries matter greatly in designing 


policy, there may be some room for learning 
even so. In fact, several countries are now 
or have had to face similar questions u 
those being raised in India. ’Ihc specific 
answers given in a particular country are 
probably less important, though, than the 
process that has been put in place to address 
them. 

Thus India might consider the task of 
regulatory reform as the creation of a 
framework that ensures public 
accountabi li ty and rational decision-making 
in addressing a host of current and future 
issues in the power sector. In (his context, 
a US type process may ha ve some advantages 
to offer. In each state in the US an 
independent regulatory board iscalledupon 
to render decisions on various issues. Before 
this board reaches a decision, however, a 
hearing process is mounted to ensure that 
options have been thoroughly and 
analytically addressed. Before a new contract 
can be signed, for example, the utility must 
submit a public notice of intent inviting all 
parties to respond. 'The parties are; (I) staff 
to the regulatory board (including utility 
analysts, engineers and legal advisors); (2) 
a consumer advocate’s office which has a 
legal mandate to evaluate all proposals in 
terms of their impact on consumers; and (3) 
public interest organisations as well as 
individual consumers who have full right 
of intervention comparable to those of the 
regulatory staff and the consumer advocate. 

The parties, with the utility, participate 
in an investigative process in which 
technical, economic, environmental and 
social information is gathered on (he utility's 
proposal, as well as on alternatives brought 
forward by any of the parties. The regulatory 
proceedings are presided over by an 
administrative law Judge (AU) who has 
responsibility to ensure that ail procedural 
rules are observed and that the process is 
open to all participants. It is mandatory that 
the utility provide all requested information 
and that it is shared by all parties. If 
information is determined by the AU to be 
of a commercially sensitive nature, a 
confidentiality agreement may be negotiated 
among participants. Those who agree to 
sign such an agreement are then provided 
the information. Thus, before permission to 
sign a power contract is given, parties may 
ask the utility to answer detailed questions 
on bow the project will be funded, what will 
be the impact on electricity prices, what will 
be the environmental consequences, etc. 
Based on the information developed during 
the in vestigaiiveprocess,eachpaity prepares 
Its analysis of the utility’s prop^ and 
impact and submitt its findings in the form 
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of written leporte to the AU. The report 
can include otjectioni by paiticipantt in 
the form of challenges to such things as 
demand forecasts which are seen to be 
excessive; or the profit on the pni^, which 
may be regarded as too high;or the perceived 
failure to fully and fairly consider all tech¬ 
nology options; or the charge that environ¬ 
mental costs have not been accurately 
included. 

A public hearing is conducted after all 
parties have had the opportunity to review 
submitted reports. At this juncture, the ALi 
questions each party on its data and findings 
and prepares an objective report to the 
regulatory commission. The report of the 
ALI is apublic document which is submitted 
to the commissioners for action. A public 
hearing on its contems is conducted by the 
regulatory commission and any member of 
public can present their position. The 
commissioners are obliged to decide on the 
recommendation of the ALI in public. 
Private meetings among commissioners are 
specifically prohibited to prevent the 
politicisation of their decision. 

Such a process, if adopted in India, could 
help to address, on a .systematic basis, many 
issues that arise in power sector 
development. It is a transparent decision¬ 
making process, hut this feature is most 
valuable only when it is combined with the 
added features of complete and open access 
to the regulatory process, shared 
information, public documentation, 
analysi.s-based recommendations and 
institutionalised advocacy of the pub) ic and 
environmental interest through a consumer 
advocate's office and the participation of 
NGOs. 

In contrast to the largely non-public 
discussions that have shaped the eight 'fast- 
tracked' independent power projects in 
India, issues of need, cost, impact on 
consumers and the environmera would have 
to be answered before contracts are signed. 
In addition, the opportunity for the public 
to leam about the proposal and to examine 
alternatives would come in advance of 
governmental commitments to pursue one 
option at the expense of all others. This 
process can also pre-empt undue political 
interference in dwisions that have long- 
lived public consequeiices.cettainly beyond 
the election cycle. And it helps society to 
project against unilatcnl decisions by a 
handfiil of utility managen or bureaucrats 
wboK interest can be mainly in sanctioning 
a project rather than in fostering the public 
g^. 

Tariff-setting is an important aspect of 
relation that needs to be examined in 
detail. Under the regulatoiy commiulon 
(RC) framework described in the 
governroenl's proposed restructuring 


models, the most importaat ftmetion that 
regulation is to serve is in the provision of 
rational tariffs. But how are ‘rational’ larilTs 
to be determined? And, how will conflict 
bet ween economic rationality and the public 
and environmental interest be resol v^, for 
example, with regard to agricultural 
customers? 

Currently, industrial customen partly 
cross-subsidise agricultural customers, with 
the average subsidy being roughly 14 per 
cent of the revenue shortfall (Awiim/ Report 
on the Working of State Electricity Boards 
and Electricity Departments, 1995, 
Government of India, New Delhi). 
Typically, Indianagricuiiuralcustomers pay 
24.5 paise/kWh, residential customers pay 
91.8 paisefleWh, while industrial customers 
pay a much higher 218 paise/kWh (ibid). 
Interestingly, this is exactly opposite to the 
situation in the US where residential and 
commercial customers pay higher tariffs 
than industrial customers (residential 
customers pay 230-330 paisc/kWh while 
industrial customers pay 135-165 parse/ 
kWh). 

With (he institution of an RC, India's 
tariff structure is expected to change as the 
independent RC would no longer be under 
political pressure from the ruling 
governments to charge low tariffs. But 
rational pricing also reflects a bias of a 
difTerentsort. Large-scale electricity systems 
are utilised to fulfil the economies of scale 
logic of conventional energy systems. If we 
consider the high eiccincily demands of the 
industrial customers, then it iseconomically 
efficient to fix low rates for the industrial 
customers and higher rales for agricultural 
rural customers. Thus (he large-sr^e system 
budt to capture economies of scale actually 
meets the demands mostly of high 
consumption customers (suchas industries), 
and provides a larger porportion of benefits 
to large volume consumers. But (his 
'economically efficient’ solution may be 
unsuitable in a national context where small 
agricultural, business and residential 
consumers abound. 

But following the scale logic such as 
pursued in the US, the consequences in 
India may be far from meeting the public 
interest. While it is not good policy to 
provide electricity completely free of cost, 
at the same time rationalisation of tariffs 
may result in a poor public policy if the 
outcome is to shift the financial bruden on 
(0 weaker sections of the society. Clearly, 
a balance is needed here. This should 
include full considenaion of decentralised 
technology options that are better suited to 
meet the nec^ of dispersed communities 
with tnodetwe electricity demands. Large 
plants can then be larg^ to serve con¬ 
centrated urban loads in cities, provided 


that vigorous demand-side management awl 
energy conservation initiatives are 
simultaneously pursued. 

A related pro^m is the enviromnerttal 
consequence of large-scale centralised 
power systems. With roughly two-tbirdsof 
the energy value of fuels lost in electrical 
generation, transmission and distribution 
from central power stations, such a 
configuration involves massive emi»ioiu 
of air pollutants to provide electricity service 
(when, as is typical, fossil energy it the fuel 
source), in addition, there is significant 
thermal pollution at these plants use 
enormous amount of water to generate 
power. And. there arc large quantities of 
solid waste from thermal power plants that 
must be disposed of. Lower tariffs can be 
secured, in this instance, by not including 
or understanding these environmental 
impacts. But the true costs to society, 
including public health impacts, 
contaminated landfills, acidified lakes and 
soils, etc, cannot be avoided. Unless these 
matters of public and environmental tiuerest 
are weighed by the regulatory process, 
economically efficient but socially and 
environmentally unsustainabledecisionscan 
result. 

A sensibly crafted regulatory framework 
can measurably advance the public interest 
in mauers of technical, economic, sodai 
and environmental complexity. But the 
quality of decisions rendered will always 
depend, as well, upon the quality of the 
decision-makers and onibe extent of public 
awareness and activism in this vital policy 
area. At thecurrent lime.ai least fourfaewn 
seem to be key in formulating a regulMory 
framework in India that will serve the 
country's long-term interest: {)) the 
establishment of asystem of public hearings 
and informaiion-sharing before contracts 
are signed; (2) institutionalised mechanisms 
to safeguard the public and cnvironmetHal 
interest (for example, (he funding of 
consumer advocaie'so(rices:(3)apenQniie( 
selection process that ensures a diversity of 
views and attracts personnel trained in policy 
analysis options: and (4) a comnutmeM to 
capacity-building that will enable public 
interest organisations, who can icpresem 
environmental and small consumer 
concerns, to paitKipate fully and actively 
with the other interesu in society to help 
India move toward a sustatitoMe energy 
fiMure. 
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Driven to the Wall 
Dalits under Shiv Sena-BJP Rule 

PnluuhBal 

The desecration of the Ambedkar statue and its violent aftermath have 
exposed chinks in the Hindutva armour of the Shiv Sena-BJP alliance. 
These events have also brought to the fore the ideological bankmptcy 
of the dalit leadership and the inability of the Congress to effectively 
challenge the ruling combine politically. _ 


A FRAGILE peace has been restored in 
Mumbai. But Shiv Sena chief BalThackeray, 
his clan, other party leaders and activists 
have not learned any lessons from the flare- 
up vrtiich engulfed Mumbai and other parts 
of Maharashtra after the desecration of 
Babasaheb Ambedkar’s statue. 

Initially Thackeray had to climb down 
ftom his ivory tower and strike a posture of 
reconciliation and accommodation. He went 
to Raj Bhavan in south Mumbai on two 
consecutive days to meet the governor and 
union home minister Indrajit Gupta. This 
was very uncharacteristic of Thackeray who 
has always boasted that he would not leave 
his residence to meet any political leaderand 
that they would have to come to hi s residence. 
Thackeray even admitted that the attack on 
the residence of the leader of the opposition 
CTiagan Bhujbal was carried out by his party 
wotkenandit was 'unfortunate'. He assured 
the union home minister that such events 
would not be allowed to happen again and 
Sena leaders and activists involved in the 
attack would be arrested immediately. A day 
earlier Thackeray had justifled the attack on 
Bhujbal’s residence in the Sena mouthpiece 
Somalia. Thackeray had argued that the way 
Bhujbal was criticising him and Sena, it was 
but natural for bis foliowers to lose their 
temper. The turnaround in Thackeray’s 
position came about after the realisation 
dawned on the Sena and BJP leadership that 
they were facing the real danger of dismissal 
of the alliance government. 

The desecration of Ambedkar statue and 
its violent aftermath has exposed chinks in 
theHindutva armour of the Sena-BJPalliance. 
It also brought to (he fore the ideological 
bankruptcy of dalit leadership and inability 
of the Congress to effectively challenge the 
Sena-BJP politically. The desecration of 
AmbedkarstatnelookplaceinMataRamabai 
Nagar.apredofflinantly dalit colony, located 
in Ghatkopar, an eastern subuib of Mumbai. 
The first person to notice this desecration 
was a middle-aged woman in the early hours 
of Friday, July II, 1997. She alcited the 
police outpost wWch is situated about SO feet 


from the statue. In no time a crowd of early 
risers gathered near the statue. As the word 
spread people fromthe colony started coming 
out and the protesters moved towards the 
Eastern Express Highway, along which the 
colony is located. Angry youth amongst the 
protesten started blocking the highway and 
pelted stones at the passing vehicles. The 
police in the outpost were outnumbered and 
reinforcements arrived. The local police 
officers tried to pacify the crowd and warned 
them to disperse. The mob did not heed their 
warning and set fire to two luxury buses. In 
the meanwhile police control room asked the 
Slate Reserve FMice (SRP) platoon stationed 
in the adjacent suburb of Chembur to go to 
the area to help the local police. 

The events thereafter are shrouded in 
mystery. The mob was fired upon by the SRP 
platoon and tOpeople werekilledonthespot 
and many othm were injured. The SRP 
platoon fired 50 rounds in 10 minutes. The 
firing took placeimmediatelyafterthe arrival 
of SRPplaioun. After the firingthe protesting 
crowd became enraged and police had to 
repeatedly resMt to lathi charge and fire tear 
gas shells. Till the afternoon, skirmishes 
were taking place between police and the 
protesters. The firing and the death of 10 
people bad its echo in other parts of the city 
and all over Maharashtra. 

Why did the SRP platoon open fire? Who 
ordered them to fire? The senior police 
officers tried to clarify that the mob was 
Hying to set fire to two liquefied petroleum 
gas (LPC) tankera. The police claimed (hat 
if the mob had succeeded in setting fire to 
the tankers then a massive explosion would 
have taken place and an area within a three 
kilometres radius would have been 
completely incinerated, hundreds of people 
would have died, peihaps thousands would 
have been injured. To avert this Impending 
tragedy we had no other option but to open 
fire, so argued the police. In support of this 
claim Mumbai poHn showed a minute long 
video footage to the preu. The video film 
was shot by a resident of a nearby building. 
The video shows two taiiken perked on the 


highway and smoke billowing out fton 
behind them. The footage also showed a 
body lying near one of the tankets. 

This'tanker theoiy’of the police haa very 

few taken. Fint of all the tankers ai daiffled 
by police are parked on the other side of the 
highway and that too towards the Chembur 
end. Besides they were far away from the 
dalit colony, which is spread along the 
highway towards Vikroli. 'The mam entrance 
of the colony, where the Ambetfcar statue 
is located, is towards the Vikroli end of the 
highway. The protesters had come on the 
highway at this place and were indulging in 
stone throwing and setting fire to the passing 
vehicles. The SRP platoon came from the 
Chembur end of the highway and hence had 
to pass the parked tanken before reaching 
the place of rioting. If the mob of protesters 
had aoually advanced towards parked LPG 
tankers local police would definitely have 
pursued them. But this does not seem to have 
been the case. Most of the police force was 
at the Vikroli end of the highway. It is mree 
plausible that the SRP platoon, as it 
approached the colony, came under intense 
stone throwing and some stones must have 
hit the van and the policemen inside. Enraged 
or panicked by this the officer in charge of 
the platoon must have given the order to fire. 
After the senior police officers realised the 
gravity of the situation and the wanton 
disregard for human life shown by the SRP 
platoon, to save the situation, they must have 
thought up the ‘tanker theory' 

Another question which has perplexed 
many observers is that why did police not 
fire tear gas shells before opening fire? In 
fact only when protesters became more 
violent after the police firing, was tear gas 
used to control them and senior officers of 
the rank of deputy commissioners were heard 
ordering the force not to poim their rifles 
at the protesters. This was Ibeclearindicalion 
that the senior officers had realised the 
mistake and were trying to avert the same 
from being repeated. The senior police 
officers admit in private that there is a shon 
supply of tear gas shells all over the country 
and the Mumbai police docs not receive its 
full supply. Hence the tear gas shells are 
suppli^ to the units selectively. Therefore 
it is possible that the first units which arrived 
at the trouble spot may not have had tear 
gas shells. The same seems to be the case 
with the SRP platoon. Another fact which 
has not come to light is that SRP is never 
allowed to take any independent aaitm. It 
has always to report to the local police force 
to take orders. These are the standing 
orders. But the officer in charge of the 
particular SRP platoon did not follow 
these orders and directed bis men to open 
Are. Another pointer ibat the firing was 




imUiciiiniiuie was thit iiwit of thoM killed 
wen not active proieiieri. The midifie «fed 
woman who firtt noticed the detecntion wu 
amongM Ukmw killed. Another man who 
went to retrieve the body of the woman fell 
to police bullet!. A 13-year*okl boy coming 
ont of hii houie waa shot in the head and 
died imtantly. Another young man going to 
work died in the firing. 

This incident of firing led to call for 
‘Mumbai Bandh' next day, i e, July 12. In 
the last few yean except Shiv Sena, no other 
political party or the organisation has had 
the ability to enforce such bandh. But this 
lime other political parties wen successful 
in disrupting transport services and closing 
down Iciness and other establishments. 
Dadar, Patel, Lalbaug, the areas in central 
Mumbai, which are known as citadels of the 
Sena, wore a deserted look. A mob of a few 
hundred people protested in front of the 
Sena Bhavan, the headquarters of the Sena 
and near Thackeray’s well fortined resi¬ 
dence in the suburbs of Bandra. The Shiv 
Sena office in this suburb was also ran¬ 
sacked. 

The Senaretaliaiedby attacking residences 
of Chhagan Bhujbal arid Madhukar Pichad, 
both leaders bf opposition in state assendriy 
and council respectively. Bhujbal, himself 
a former Sena leader, was the first target of 
the mob. The mob was led by Sena MLAs, 
corporators and other leaden. Bhujbai's 
house was completely ransacked and the 
furniture was set on fire. Bhujbal had prior 
information of the impending attack and bad 
asked police for adequate protection. The 
residences of Bhujbal and Pichad are opposite 
the Manualaya, the state secretariat. This 
area is a high security zone. Still the police 
allowed the mob to approach the residence 
of Bhujbal. As it is Bhujbal has been provided 
with police security and his home is well 
protected. In spite of this police allowed the 
mob of the Sena leaders to enter the house. 
Instead of disponing the mob the police 
were seen pleading with Sena leaden to 
leave the house. Bhujbal escaped injury by 
the skin of his teeth - by barricading hiinself 
in a room with stengun wielding security 
guards. 

PuLtnnsBO Pducx 

The glaring lapse of the ptrfice in both tbe 
cases - firing in Ghatkopar and attack on 
Bhujbai's house - has been widely 
commented upon. Tbe police (bices have 
been criticised for Ihdr undemocratic and 
partisanbehaviouraswelltsfbrbeiiigiri||sr- 
happy. As in every other state of the country, 
the police in Maharashtra have been 
politicised. If an upright oflker udtee action 
against dm leaden of niHng patty, ha Is 
castigated and punlstMd by transferring Mm 


to MHoe obscure post. If the police do not 
lake any action, then also tb^ ate punished. 
Honest and efficient police offiem always 
face thisdlleiiiina.Apolfceofficerwho finds 
himself on such ■ cM stick gets frustnted 
and ultimately leaves tbe service. Besides 
this genenl ticod, the police in Maharashtra, 
particularly the lower ranks, have been found 
to be influenced by the propaganda and 
rhetoric of Shiv Sena. Tl^ became clear 
during post-Babri-Masjid-deinolitioii riots 
and was brought out starkly before Srifcrishna 
Commission ptoceedinp. 

How the police force is being used to 
protea Sena leaden and activists who indulge 
in criminal acts can be seen from some recent 
evenu. As the threat of dismissal of Sena- 
BJP government receded. Sena has again 
retunied to its old ways within no lime. Il 
has again started browb^ng and threatening 
those who oppose it. In fact a day after 
Thackeray met union home minister Indrajit 
Gupta in Mumbai, a Sena MLA Srikanl 
Sarmalkar along with his followers 
mercitessly beat up the chief administrator 
of a prominent hospiul in Mumbai for not 
giving permanent employment to casual 
workers in spite of assurances to that effect. 
Police did not take any action to arrest 
Sarmalkar. Only a few Sena activisu were 
apprehended. After the news of this attack 
was published and public criticism mourned. 
Sarmalkar presented himself at the police 
slssion. He wasduly smsied and immediitely 
let off on bail. 

This is the general trend and most of the 
Shiv Sena leaders and activists who have 
indulged in vandalism, srson.criminal attacks 
are now virtually free. A case in point is the 
attack on regional daily nfihoimui, which 
is published from Akola m Vidatbha region 
of the state. The office of this regioiial daily 
was ransacked and its journalists as well as 
other employeet were attacked on July 25. 
a couple of weeks after the flare-up in the 
state. The reason for the attack was that this 
daily had published a series of detailed 
news reports about the inciting speeches 
delivered by Gutabrao Gawande, a minister 
of stale in the Jochi government, after the 
Ghatkopar firing. The attackers included a 
nephew of Gawande and his closeToltowets. 
‘ThoughanFIft was registered andGawande's 
n ep haw and a couple of his followers were 
aniesled no action has been taken against 
Gawande. 

Another glaring instance is the murderous 
Mack on Premod Bhagwat. a chief sub- 
edilor of Mahanukim Tima, a preinkr 
Marathi daily of The Tima tf India group 
of new^iapen. Bhagwat hasbeen identleisly 
punuiiig, those involved in the illegal and 
unauthorised conitnictionIn'nMne.adHtrict 
town oast of Mumbai, which has vinually 


become an extended suburb of the city. 
There is thriving butineu of ill^ and 
luumihorised constniction in Thane. Many 
corporators and municipal corporation 
officers are hand in glove with comractors. 
The pavemenis have been virtually taken 
over by unauthorised stalls with tbe biessiogs 
of corporators and local political leader. 
Shiv Sena hat a strong pretence in Thane 
and its district leader Anand Dighe has 
styled himself as ‘Dharmaveer’ and projects 
his image on the lines of Thackeray. He 
has total control over the disinct party 
organisation and no decision can be taken 
without his conseiU and approval. He is not 
antwerMle to anybody except Thackeray. 
Hit allegations of corruption against the 
corporators - both from Sent md other 
parties - in granting contracts of civil works 
had kicked up a row last year and state 
govenunent hadinstiiutedan inqinrytopiobe 
these allegations. 

A new commissioner. T Chandrasekhar, 
was a)'pointed three months back to head tbe 
Thane Municipal Corporation. Earlier the 
commissioner was the head of Kalyan 
corporation and had earned kudos from 
people for launching a drive against iil^al 
const ructkui.Pooplein Thane wereexpecung 
samedrive and zesl from Chandfasekhamd 
he is responding to their exf<ectations. Tliis 
has brought him in conflict with corponion. 
The city's mayor, Vijaya Deshmukh, a Sena 
leader and staunch follower of Dighe, came 
out on the street to stop the corporation's 
eviction squad from demolishing un¬ 
authorised stalls on pavements. This 
particular case of unauthorised constniction 
was being followed by Bhagwss. The 
imerference of the mayor in the eviction 
drive drew a lot of (liticisffl. The faikwtof 
this criticism was the attack on Bhagwat. In 
his complaini Bhagwat has named Dighe 
and two other Sena corporators. But the 
police has not taken any action. In spile of 
the chief minister’s assurance and hamluig 
over the case of state QD after a month 
nobody has yet been appre h ended. There 
is 1 specific ruling given by Supreme 
Court in Jharkhand Mukti Moroha one, 
that the police haveioregisicranFIKagmnsi 
(hose persons whose names have been 
mentioned in the original cnmplataL After 
investigation, if the police find dre com- 
plaint Iwieiess.ihenihcnaniescinbedeleied 
from the FIR. BhagwM has menttoned 
Digbe'i name in tus complaiiu. Hence in 
the light of Supreme Court ruling the 
police should have registered an RR 
against Dighe and other Sena corponun. 
But ilie Thane Police CommistioHr tan 
refused to act thus. 

Dighe was involved in ii w llre r ome of 
vMt^ recently . A Sena wQHMnfente was 
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thrasbed in Digbe's office. Digbe himself 
slapped her hard and his close supponers 
beat her up. Police guards provided for 
Dighe's protection also took pan in the 
beating. Still no action has been t^n against 
Digbe. Only a few of his supporters have 
been anesled. 

On the other hand Arun Gawli, the mafia 
don, whohas launchcdapolitical party called 
the Akhil Bharatiya Sena, has been arrested 
aftera woman journalist from Asian Age was 
pelted with stones in his fortress like Dagdi 
Chawl. The journalist had not named Arun 
Gawli in her complaint. But the police arrested 
Gawli and have implicated him in another 
seven-year old case, as he is likely to get 
bail in the case of assault on the journal Lst. 
The Sena-BJP is doing everything and is 
ready to go to any length to keep Gawli in 
prison after he successfully organised a 
50,000 strong morcha in Mumbai deman¬ 
ding dismissal of the state government. A 
delegation of the leaders of Cawali's party, 
including his wife, was received by the stale 
governor. The delegation presented him with 
a memorandum and the go vemor assured the 
delegation that he would forward it to the 
president. It is strange that a constitutional 
functionary like the governor should enter¬ 
tain the delegation of a party floated by a 
mafia don who is infamous for extortion 
and contract killing. While addressing the 
morcha one of the leaders of Akhil 
Bharatiya Sena threatened journalists and 
warned them not to use the term 'mafia 
don’ while describing Arunbhai. The attack 
on the Asian Age journalist was a sequel to 
this threat. The paper had published a 
news item which described the activities of 
Gawli gang. 

Gawli’s rise on (he political honzon of the 
state is impressive and without precedent in 
state politics. The pattern in which Gawli's 
party is spreading its wings in rural 
Maharashtra is similar to the Sena’s forays 
in the region dunng the mid-1980s. Bhujbal 
as a firebrand Sena leader was instrumental 
in striking roots for the party in rural 
Maharashtra. ThecompoBition of people who 
participated in Gawli's morcha is also 
significant. Most of them were young and 
in the age group of 20 to 25. There was large 
presence of women also. Many participants 
had come from rural areas. Gawli’s party 
has also set up a union and is trying to lake 
over units where the Sena has its unions. 
Last year Arun Gawli's nephew Sachin 
Ahir was appointed a joint secretary of 
Rashtriya Mill Mazdoor Sangh (RMMS), 
an ibfTUC-affiliated union of textile workea 
in Mumbai. When Sbsad Pawar was the 
chief minister Ahir entered Mumbai’s trade 
union field. During thcKhatau mill imbroglio 
in 1994 hi.s name was in forefront and there 


were allegations of threats being issued to 
workers to sign agreements with the 
management giving their no objectkxi to 
the sale ofmill land. Later on SunitKIumiu 
was gunned down by (he Amar Naik gang. 
Naik and Gawli are diehard enemies and 
since it was mmoured that Gawli was helping 
(he Khatau management, Sunit Khatau 
was eliminated. Immediately afterwards 
Babubhai Shah, the owner of posh ready¬ 
made garment store, was killed and it was 
.seen as a retaliation for Sunit Khatau’s 
murder. Shah was suspected to be a financier 
of Naik gang. 

All these things point to careful planning 
and strategy behind political moves being 
made by Gawli. The Sena has pointed its 
finger of accusation at Bhujbal and the 
Congress. Many political leaders admit in 
private that some Congress leaders are using 
Gawli to challenge the Sena because 'Lohe 
ko loha hi katsakta ha/'. 1 n s pi te of the Sena- 
BJP government's lack-lustre performance 
and the Seiu's propensity to threaten and 
browbeat the opposition, the Congress has 
not been able to challenge the Hindutva 
regime. After (he Ghaikopar carnage the 
Congress is demanding the dismissal of the 
alliance government and has criticised union 
home mini.Her Indrajii Gupta for saying in 
parliament that while in Mumbai he had 
been told about Bhujbal's connections with 
anti-social elements. Congress is painting 
the Sena as anti-dalit. No doubt the Sena is 
anti-dalit and Thackeray has never been 
reticent in declaring his opposition to 
reservations and other issues of dalit i nterests. 
But the record of the Congress is not clean 
either. A few years back there was a 
conuoversy about Ambedkar's book Riddles 
of Hinduism. During ihose days there was 
a spate of attacks on dalits in rural areas. 
During Sharad Pawar's (enure, on Dushera 
day activists returning from a Sena rally at 
Shivaji Park in central Mumbai attacked 
residents of Sklhhartha Nagar, a dalit colony 
in Chembur. The activists were from 'Thane 
and were led by Anand Dighe, There was 
police firing and a couple of persons were 
killed. No concrete action was taken by the 
Pawar government. Thackeray and the Sena’s 
role in 1992-93 Mumbai riots is well 
documented. Still (he Congress goveroment 
led by Pawar did not take any action against 
Thackeray. 

The Setu has to be challenged politically 
and defeated in election. Congress can do 
that, if leaden like Pawar come forward and 
organise the party on a war footing. But 
Pawar is not inclined to do that and is trying 
to find I political short cut to power. He 
seems to Imve decided to rely on the rabble 
rousing qualities of Bhujbal who left the 
Sena beewse Thackeray did not allow him 


to become the leader of opposition and gave 
this post to Manohar JosW. While in tbeSena 
Bhujbal was a staunch anti-dalit. He had 
gone to the extent of ritually purifying 
Martyr’s Memorial in Mumbai after it was 
vandalised by dalits. He had demanded that 
all Gandhi statues should be pulled down 
and in their places busts of Nathuram Oodse, 
the assassin of Mahatma, should be put up. 
The Congress used to be the main target of 
Bhujbal’s criticism then. Now the same 
Congress is relying wi him to dislodge the 
Sena from power. This short-sightedness of 
Pawar and the Congress would be to the 
advantage of Sena. 

The dalit leadership has failed miserably 
and the attack on Ramadas Atha vie, a former 
minister in the Pawar government and a 
prominent Republican Party of India (RM) 
leader, was a reaction to the shenanigans of 
the dalit leadership and its ideological 
bankruptcy. Dalit masses have been left to 
fend for themselves by the leaders, who are 
mure eager to grab positions of power and 
.strike deals with various political parties in 
return for monetary gains. The various 
factions of the RPI ritually unite at the time 
of elections and then drift apart in search of 
power and pelf. The unity of these factions 
gives hope to dalit masses and their break¬ 
up spreads the mood of utter dejection 
amongst them. There isaproblemof massi ve 
unemployment The youth in the community 
have become despondent and dejected about 
(heir future. They do not see any brighter 
side to their life. There is a seething anger 
among the dalit youth against the present 
political, economic, social set up. This anger 
boils over even due to a minor slight to their 
collective identity. Then these youth come 
on the street and indulgein actsof vandalism, 
because they have nothing to lose. This 
mental make up of dalit youth has repeatedly 
been used by unscrupulous political parties 
to inflame their passions and get political 
mileage. 

This is what happened on July 11 at Mata 
Ramabai Nagar in Ghatkopor. The leader¬ 
less mass of dalits went be^rk and played 
into the bands of mischief makers. 'There was 
no leader to warn them of this conspiracy 
and advise them to observe restraint. 
was no re.sponsible leader to point out to 
them that (he real problenu of dalits are 
poverty and unemployment, to solve these 
problems (hey have to align themselves with 
all disadvamaged sections of the socieiy; 
such a broad front would be the only way 
to (he objective of empowerment. The result 
of the failure of dalit leadership waa itw 
death of 13 people and injuries to aoores j 
more - no real tangible benefit to dalit 
movement. 



Government Agencies and Coir 
Co-operatives in Kerala 

B Vijayadiaiidnui PiliiU 

Besides providing additional employment, government agencies have 
not made any positive contribution to the development of coir 
co-operatives. 


OOIR industry is an important agro-based 
employment-oriented traditional cottage 
industry in India. Kerala is the largest 
producer of coir and coir products in India. 
Coir Board (Cochin) is the pioneer govern¬ 
ment agency in the coir sector established 
for the overall development of the industry 
in the country. The state level government 
agencies working in the coir sector are the 
Directorate of Coir Development (Thiru- 
vananthapurara), the Kerala State Coir 
Corporation (Alappttzha)and the Kerala State 
Co-operative Coir Marketing Federation 
(Alappuzha). All these government agencies 
gave attention to the development of the 
industry through the organised sector, viz, 
co-operati ve sector. In every Five-Year Plan, 
there are various schemes for coir 
development in the co-operative .sector 
through these agencies, llie government 
agencies undertake a number of schemes for 
the development of coir industry in the co¬ 
operative sector. However, the private sector 
has a dominant place in the ii^ustry and is 
working without any .sort of assistance from 
these agencies. Hence it would be quite 
useful to conduct a study aimed at analysing 
the impact of the working of these agencies 
on the co-operative sector of the industry. 

Methudouxiy 

The study is an empirical one based on 
the survey method. Primary data were 
collected from the coir industrial units in the 
co-operative and private sectors with the 
help ofa structured imerview schedule. Dau 
relMing to rive-ycar period from 1989-90 to 
l993-94haveheencnliected for the purpose. 

A multi-stage random sampling technique 
IS followed to select the sample units. Tiie 
sample selected consists of 168 coir units 
drawn equally from the aided co-operative 
sector and unaided private sector in the four 
sanqde districts of Alappuzha, Kollam, 
KuzhikodcandThiruvananthapuram. Out of 
the 168 units, 136 units are from spinning 
sector and the remaining 32 units from 
manufacturing sector. In the section of pn vuc 
sector units special care was taken to sec that 
they have mote or leu identical nature with 
thoM of sample co-operatives in the four 
sample districu. The selection of sample 
disirictt has been done on the basisofhighest 
cnncentiation of the industry. 


The met hodof‘with and without ’ approach 
is adopted to imalyse the impact of the working 
of govemment agencies, liie anal ysis is done 
by comparing the perfotmance of coir units 
in the co-operative sector with their 
counterparts in the private sector. Sample 
units in the co-operative sector are Udten as 
‘the experimental group' and the sample 
units in the private sector as ‘the control 
group'. The conceptual design used for 
analysis issymbolically preseiuedas follows: 
ISV = LSIC - LSIP 

where ISV = impact on the selected variable 
LSIC s Level of the selected variable on the 
aided co-operative units 
LSIP = Level of the selected variable on the 
unaided private sector units. 

The analysis is based on the following 
variables: 

1 Return on investment (ROI); 

2 Average percentage of capacity utilised; 

3 Average annual production per ran/loom; 

4 Average number of workers employed; 

5 Average annual mandays of employment 
generated; and 

6 Average annual sales per ratt/loom. 
Sectorwise analysis has been dune on the 

above variables by employing statistical tools 
such as students' 't' lest and 'Z' lest. 

/tefum on investment: As the primary 
objective of business is to maximise its 
earnings, this ratio indicates the extern to 
which the primary objective of the business 
is being achieved. As this reveals how well 
the resources of a unit are being used, higher 
the ratio, better ate the results. ROI cstabli shes 


the rdttioiuhip between profiu earned and 
capital employed 

Profits 

i e. ROI > - X 100 

Capital employed 

Capital employed here refen to ‘grou 
capit^ employed ’, comprising the total fixed 
assets and current assets. The R(M of the 
sample units in both spinning and 
manufacturing sectors is shown in Table I. 

Itisclearthat (Table I) in the case of both 
spinning and manufacturing sectors, the 
private units have comparatively higher ratio 
indicating better performance. The ROI of 
the sample private units of the spinning sec¬ 
tor is 12.34, while that of co-operative units 
is only 3.9S. The 'Z' test proves that this 
difference is statistically significant. In the 
case of manufacturing sector, the ROI of the 
sain|^coopcTativeunitsisonly3.l 1, whereas 
in the private units it is far higher, i e, 8.60. 
This difference is statistically significant. 

Average percentage of capacity utUueit. 
Another important area which all the 
government agencies in the coir sector aim 
at through different schemes of sttisian w 
is the capacity utilisation to a maximum 
possible extent. Capacity uiihsation is the 
perceniageof the volume of actual productHM 
with the installed capacity. Installed capa¬ 
city refers to the volume of productioii 
where the units work with the available 
machines and fixed invetunenls at normal 
working hours in a year. Table 2 exhibits 
the average percentage of ca)Mdiy utilised 
by the groups. 

The private units have utilised their 
installed capacity to a greater extent than co¬ 
operative units in the case of both spinning 
and manufacturing sectors (Table 2). The 
average capacity utilisaUon by private unks 
in the spinning sector is 69.04 percent while 
for the other group it is only 43.38 per cett 
and this difference is found sudsticany 
significant. In the case of manufactuiiag 
sector, the average capacity utilised by ifae 
sample private units is 66.88 per ceot but 
(hat of co-operative units it only 61.25 per 


Taiu I Classifk xtion of tut Sxmpu Units Showim, ROI 


Sector 

ROI 


•f Value 

■Z' Value 

Degrees 

SignificasKe 


Co-opeianvc 

Pnvaie 



ofFieedom 

Levd 


Units 

Units 





Spinning 

T»5 

12.14 


-6 25* 

I.U 

000 

Manuftiiunng 

II 

8.60 

-361* 


.30 

001 

* S{gntfk^ni«{5pcrccni)cvc). 
SiMtn t'. Survey OiM. 






Txeie 2: OjissincxiioN oftht Sasttlc Ukhs Supwimo AvatAor PsacsirrAacarCAratm Umoan 

Sector 

Avetagr Capacity Utilised 

•f Value 

Z’Value 

Degrees 

SignifkMoc 


CcH>perMive 

Privaie 



ofPKedoni 

Level 


Units 

Units 





Spinning 

4.t..tK 

69-04 

- 

-868* 

1.34 

000 

Manufacturing 

61.25 

66.88 

-97 


30 

.m 


* SqtBificMil M 5 per ccM level 
SfHine. Survey Dau 
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cent. The T test shows that diffetence is not, 
however, statistically significant. 

A vemge annual pmducihn per ratl/loonr. 
One of the most i mportanl ai ms of assistance 
by all the government agencies in the coir 
sector is to maximise production of the co- 
operatives. The average annual production 
per ratt in the case of spinning sector and 
average annual production per loom in the 
case of manufacturing sector is taken from 
both the groups for the purpose of analysis. 
Table 3 gives the average annual production 
per ratt/loom (quantity) by the sample units. 

Table 3 points out that private units have 
belterperformancc in ihecase of average atunial 
pioduaion per ran inquantitative terms com¬ 
pared to the co-operative units. The average 
annual production per ratt i n the private units 
is 44.1S quintal.s. while that of tlie co-opera- 
livcuniisisonlyl4.79 quintals. The statistical 
test shows that this difference is significant. 

The average annual production per ratt/ 
loom in terms of value of the sample units 
is depicted in Table 4. The private sector 
units have witnessed better performance in 
the case of average annual production per 
ratt/loom (in value) in both spinning and 
manufacturing sectors. In thespinningsector, 
the average annual production per ratt is Rs 
66.052.80 in the private units, but it is only 
Rs 12,798.85 in the co-operative units and 
this difference is found statistically 
significant. In the case of manufacturing 
sector, the average annual production per 
loom is Rs 1,02,858.38 in the private units 
while that of co-operative units is only Rs 
84,843.75. However, this difference is not 
found statistically significant. 

Average number of workers employed'. 
The average number of woricers employed 
by both the sample co-operative and private 
units is furnished in Table 5. As regards the 
average number of workers employed, co¬ 
operative units have performed better in 
spinning and manufacturing sectors (Table 
5). In the spinning sector, theaverage number 
of workers employed by the sample co¬ 
operative units is 175, while it is only 36 
in the private units. The 'Z* test shows this 
difference is stMistically significant. In the 
case of manufacturing sector, sample co¬ 
operative units have provided emptoyment 
to an average of 98 workers while the private 
units have provided employment to an 
average number of 15 woricers only and 
foundthedilference statistically significant 
Average annual mandays rrfemployment 
generated: The government agencies by 
providing various schemes of coir develop- 
mesit aim at not only employinent to maxi¬ 
mum number of workers but also maximum 
number of mandays of employment. The 
average annual maridaysofemployinent pro¬ 
vided by the sample units is given in Table 6. 

It is clear (hat (Table 6) (be perfonnance 
of pnvatesectorunitsisconqMuativeiy better 
as regards the average number of annual 
mandays of employment generated by 


TABia 3: CLASsmcA-noN or the Samiu Untti SnowiNa Avamb Awaiai. PaoovenoN na Ratt 

(Ommtltyiii^taU) 


Sector 

Average Annual Production 
Dcr Katt/Loom 

*1* Value *Z' Value Degreea 
of 

Signiftcance 

Level 


Co-operative 

Units 

Private 

Units 

Freedom 

• 


Spiiuiing 

Manufacturing 

14.79 

NA 

44.13 

NA 

-14.60* 129 

.000 


* Significant at 5 per cent level; NA - Not available. 

Source: Survey 

Table 4: Clakification of the Sample Unite SHOwifra Avekaoe Annual PaoouenoN 
FaRATT/LoOM 

(Value in rupett) 


Sector 

Average Annual Production 

‘f Value 

'Z' Value Oegreei 

Significance 


per Ratt/Loom 


of 

Level 


Co-operative 

Private 


Freedom 



Units 

Units 




Spinning 

12,798.83 

66.952.80 


-4.11* 129 

.000 

Manufacturing 

84.843.75 

1,02,858.38 

-.91 

30 

.369 


* Significant at 5 per cent level. 

Source: Survey Data. 

Table S: Classificatiun of the Sample Units Showino Aveeaoe NuieaEa or Woekeu EiuPLaYeo 


Sector 

Average Number of Workers 
Employed 

Value 

‘Z’ Value 

Degrees 

of 

Signifleanoe 

Level 


Co-operative Private 

Units Units 



Fieedom 


Spinning 

Monufiacinring 

175 36 

98 15 

7.58* 

9.39* 

134 

30 

.000 

.000 


* Significant at S per cent level. 

Source: Survey Data. 

Table 6; Classification of the Sample Units Showinu Avekaoe Annual Mandats of 
Employment Genekateo 


.Sector 

Average Annual Mandays of 

•t' Value 

'Z' Value Degrees 

Signiftcanoe 


Employment 


of 

Level 


Co-operative 

Private 


Freedom 



Units 

Units 




Spinning 

151.08 

228.97 

- 

-7.94* 134 

.000 

Manufacturing 

225.64 

23344 

-.49 

.30 

.631 


* Significant at S per cent level. 

Source: Survey D^a. 

T ABLE 7 : Classification of the Sample Urnrs Showing Avebaoe Annual Sales pek Ratt/Loom 

(Quantity in r/uinlals) 


Sector 

Average Annual Safes 
_per Rall/Loom_ 

't* Value *Z* Value Degrees 
of 

Significniicc 

Level 


Co-operative 

Units 

Private 

Units 

Fterdom 


Spinning 

Manufacturing 

14.80 

NA 

43.02 

NA 

-14.47* 129 

.000 


* Significant at 5 per cent level; NA - Not available. 

Source; Survey Dmb. ' 

Table 8: Classification of the Sampu Units Showino A vexace Annual Sales m Ratt/Loom 

(Value In mptesi 


Sector 

Avenge Aimuai Safes 
oer Ratt/Loom 

'f Vnlne 'Z' Value Degrees 

Slgniflcmcc 

Level 


Co-operative 

Units 

Private 

Uniii 

Piecdom 

Spinniiig 

Manufaciwinf 

I3.0M.62 

90,179.93 

59,602.95 

114,476.24 

-I9..32* 129 

-1.19 - 29 

.000 

.243 


* Significam at 5 per ccM level. 
Stmree: Survey 
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Migrant Workers in Udupi Ikluk 

M P Subnmmnian 
MRHesde 


The increasing labour migration to Udupi taluk needs to be 
understood arid a long-term strategy evolved to deal with problems 
it poses. 


spiiming Mid mMwfiKiiitiQg lecton. In ihe 
ipimiiiig sector, die ptivMe units provided 
enployiiient st an avenge of 228.97 days 
in a year. At the same time, the coHiperstive 
units have generated employment at an 
average of only 131.08 days a year and this 
difTeience is found stMist^ly significant. 
As r^aids the manufacturing sector, though 
the private units have provided employment 
of mote number of mandays to wotiken than 
the co-operative units, no signiricant 
diffemice is observed. 

Average annual sales per raii/loom: 
Another important factor that needs special 
attention while analysing the impact of the 
working of government agencies is the area 
ofsales. Here average annual sales per ran in 
the case of spinning sector and that per loom 
in Ihe case of manufacturing sector is taken 
as a variable to measure the impact. The 
average annual sales per ralt/loom (in quan¬ 
tity) by the sample units is shown in Table 7. 

Tabte 7 reveals that in the case of spinning 
sector, the private units fared significantly 
well in average annual sales per ratt (quantity) 
compared to co-operative units. In this case 
Iheaverage annual sales per ratt inthe private 
sector units is 43.02 quintals, while it is 
U.SOquinlalsintheco-operalivesector units. 

The analysis of average annual sales per 
ratl/loom in terms of value also shows 
(Table 8) that private sector units enjoyed 
better position both in spinning and manu¬ 
facturing sectors. 

Table 8 denotes that though the private 
sector units show better performance as 
regards the average annual sales per rattf 
loom in terms of value in the spinning and 
manufacturing sectors, significant difference 
between the two groups is observed only in 
the spinning sector. In the spinning sector, 
Iheaverage annual sales per ratt of the sample 
private units is Rs 59,602.95 while it is only 
Rs 13,080.62 in the sample co-onerative 
units. In the case of manufacturing sector, 
the average annual sales per loom of the 
sample private units is Rs 1.14,476.24. But 
it is only Rs 90.179.93 in the ct>-operative 
units. However. Ihe statistical test reveals 
that this diffeience is not significant. 

In Older to analyse the Impact of the working 
of the government agencies in the develop- 
meni of co-operatives of spinning and manu¬ 
facturing sectors, a total of six variables have 
been studied. Out of Ihe six variables analys¬ 
ed. co-operative units have performed better 
only Inihecmeot average number of workers 
employed. Thus, significant positive impact 
)s observed only m one variable. In the case 
of all other variables such as ROI, aven^ 
percemage of capacity utilised, average man- 
diytafcn^ymeMgcBeraied.avcnge aiwuai 
productioa per raii/looin. avenge anmiai 
sales per ratlfioom, Ihe private sector uniu 
havedonebeHer. Hence,Hit safe to conclude 
that the working ofthegovetiMnem agencies 
has not made ligniflcM positive impact in 
the developmeM of coir co-operatives. 


LABOUR migration hat increased 
considerably in recent decades. The places 
of destination of these migrant workers are 
urban areas, particularly the fast developing 
outskirts of urban areas, where the work 
potential is very high. As a iiuitter of fact, 
it is mainly because of economic reasons 
that the labourers migrate. A large chunk 
of migrant workers are in Ihe unorganised 
sector. The construction sector has 
enormous capacity to absoib unorganised 
workers. 

Udupi taluk in Dakshina Kaimada district 
(Kanuitaka stale) has been witnessing an 
iiK-reasing flow of migrant workers during 
the last decade. A tough estinuUe shows that 
the total number of households of migrant 
workers in this area is about 8,0(X)-I0,(X)0. 
The u>ial population in these households 
would be approximately 25,000-30,000. Of 
this, 18.000-20.000 are wofkers engaged in 
different fields in and around Udupi, 
especially in construction. The male-fem^e 
ratio in the families of migrant workers is 
more or less 50:50. The composition of 
population in migrant families shows that 
children, young and adult members 
below the age of 45 yean form 80 per cent 
and the rest is made up of older people. 
Of the roigraiu workers 61 per cent (exclud¬ 
ing the children who are not of schoolgoing- 
age) are absolutely illiterate. Among the 
literates, the highest lewd of literacy in 
majority of the cases is not more than eightli 
standard. 

The migrant workers in and around Udupi 
are mainly from other parts of Karnataka (79 
per cent) although there are migrants from 
the nearby stales ofTamil Nadu (Ibpercent) 
and Kerala (S per cent) as well, ^me 66 
per cent of migrant workers from Karnataka 
are from a single district. Bijapur, and 90 
per cent of Bijapur migrants are from just 
two taluks - Hungund and Badami. Because 
of the ptcdominance of the Bijapur workers 
among the migrants in Udupi. all migrant 
workers in this area are called Bijapur 
workers. 

The process of migration among the 
rnigram households in the area of study 
shows three patterns: (a) In the first instance 
one adult member of the family migrates. 
He arranges or locates a place for dwelling 
and such othet things to set up his family 
in the destination. That at a later stage, he 
brings the family to slay with him. This 


process of migration is observed among 46 
per cent of the households, (b) In the first 
instance a part of the family migrates. After 
settling in the place of (toination. within 
a short period, the rest of the iamily is also 
brought. Among 16 percem of the households 
this process of migration is observed. (c)The 
whole family migrates. This is observed in 
the case of 38 per cent of (he households. 
The migration pattern in the households 
shows that: In die case of 89 per cent of the 
housholds, only a pan of the family has 
migrated and in 11 per cent the whole femily 
has migrated. Some 52 per cent of the 
households have migrated permanently and 
the rest 48 per cent are seasonally migrating 
households. A majority 1% per cera) of 
migrants are Htndus - 17 per cent SCs, 63 
per cent from backward communities and 
the rest from the other castes. Most of the 
migrant households still retat" some interest 
in the form of land or/and house, in their 
native places. 

The average number of persons tna migraiM 
household is seven, the average number of 
earning members two The average canting 
per day per earning worker is Rs 61 The 
average number of working days per month 
per earning member is about 24. Therefore, 
the income from earning members of a 
migrant household is roughly Rs 3,000 per 
month. The earnings of a migrant hcmsdiold 
provide approximately Rs 14.3 per day per 
individual. The percentage of earning 
members among the non-migtated persons 
IS iciMively less than the perceraageof earning 
members among the migrated persons. While 
60 per cent of the migrant workers are earning, 
only 44 per cem among (he iMn-migrtnl 
workers are earning members. The avenge 
earning of a non-migrant earning member 
I s about Rs 770 and thai of a migrant caning 
worker is about Rs 1,500 per month. 

Bairing exceptions, for almou all the non- 
mignim workers, the only source of income 
isagtkuimre. However.iheagricuituni work 
is highly unrewarding in (heir native places. 
Of the earning members in the mtgniH 
households, 93.5 per cent arc daily wage 
canters, 1.S per cent are monthly vra gc eaneri 
and 3 per cent are scrap coHcetors whose 
earnings depend on the collection of scrap 
they do. The range of carniiigs per nonOi 
of ffloMhIy wage canters is bcsweai RalQO 
andRs 1,000. The daily wage eanaa nan 
between Rs SO aitd Rs 100 pa day. In the 
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of scrap collectots a day’s earning, 
depending on die quantam and quality of 
nuierials collected, ranges between R$ 10 
and Rs ISO. SotneS? percent of the migrant 
waiters find jobs in the place of destination 
throughout the year. However, the rest, 43 
pw cera are able to get job only in the non- 
rainy seasons. During monsoons, when the 
work potential is less in the place of 
destination, they go to their nativeplaces and 
find agricultural work. The earnings from 
this would be barely sufficient for them to 
make ends meet. 

Some 71 per cent of the migr,lnt workers 
in Udupi live in thatched sheds which are 
put up by them in clusters. There are 14 
important clusters of these sheds in and 
around Udupi and almost all have become 
slums. The huts were put up by the migrants 
themselves and the cost involved in putting 
up a shed is between Rs 250 and Rs 1,000. 
These sheds are no more than four mud 
walls, surrounding 60 to 80 square feet area, 
over which is a sort of roof with whatever 
material (gunny bags, tin sheets, plywood 
wastes, plam leaves, polythene sheets) is 
available on hand. A quarter of migrant 
families livcinthevcrand^softhe municipal 
town hall or in some open ground, where 
they do not have any shelter at all. (In these 
places, the ’residence' could easily be 
identified by the three stones, put in a 

triangularorder.meantforcuokingpurpose]. 

The sources of water for all purposes - 
drinking, cooking, washing, etc - are public 
taps and wells, and in a few cases wells in 
private houses near theirdwelling place.The 
cooking hearth for 58 per cent is three stones 
placed in triangular order, for 41 per cent 
the hearth is made of mud and for the rejt 
a kerosene stove. Most migrant households 
use a kerosene lamp, diesel lamp or candle 
for light, about 8 per cent of the households 
can only afford street lights. 

The average monthly expenditure of a 
migrant household is Rs 1,250 with 89 per 
cent ofthe households having savings tanging 
berweenRs lOOandRs7.000. However, for 
majority ofthe households the savings range 
between Rs 500 and Rs 1,500 only. Only 
for a few households did savings exceed Rs 
1,500. The average household savings 
WDikout to Rs 1,750. The most prominent 
mode of savings is ‘safe-keep with the 
merchants’. Though these merchants do not 
pay any imeiest, they readily oblige the 
depositors by giving back their money on 
deuund at any lime. Some 38 per cent of 
the households have savings in the fonn of 
liquid cash with them. Mostly the ’savings' 
are sent to people in their native places 
usually to repay some old debu. Some of 
the savings are for consumption purposes. 

Some 65 per cent of the migrant households 
have debu ranging between Rs l(X) and Rs 
5,000. Banks, relatives, money-lenders and 
merchants are the major sources of 


borrowings. Most of which gotoUieirplaceB 
of origin to maintain their families as also 
to pay off old debts. Except a'few vessels 
and a few gold ornaments of insignificant 
weight and value, migrant households do 
not possess any movable assets worth the 
name. The movable assets of most house¬ 
holds are not worth more than Rs 2,500. 

A small proportion of the households 
purchase lottery tickets regularly. On an 
average, such households spend as much as 
Rs 820 per month on lottery tickets. The 
average spending on daily lottery tickets is 
Rs 504 and for regular lottery tickets Rs 316 
per month per household. About 27 per cent 
of the family income is spent on lottery 
tickets. 

The aspirations of migrant workers are 
few and they do not have any long-term 
vision or perspective of their life. Future 
expectations and planning for future are 
conspicuous by their absence in the agenda 
of the households of migrant workers. This 
is evident from their attitude towards 
schooling their children. In the migrant 
households among the children of school¬ 
going age. 38 per cent are not sent to school 
at all, 14 per cent are drop-outs, and only 
48 per cent arc in .schools. .Schooling 
beyond eighth standard is given only to a 
few children. Schooling beyond 10th 
standard is a rarity in this migrant com¬ 
munity. Two-thirds of the population 
belonging to school/college-going age 
group does not attend schools/colleges. 
Some of the reasons for not sending 
children to school are: ‘Non-affordability’, 
’dislocationdue to migration’,’thechildnot 
interested in studies', ‘there is no use 
educating the female children', ‘require 
person for looking after small children', 
‘require person for looking after cattle’. 

On an average out of every eight children 
born one dies at a very early stage. Parents' 
illiteracy and ignorance arc the two major 
reasons for child mortality. Superstitions, 
self-medication, unhygienic living conditions 
and malnutrition are the important 
contributing factors to the high rate of child 
mortality. Caste and religious consciousness 
is very dominant among the migrant 
households covered by this study. Inter¬ 
caste marriages are virtually nil. Parents arc 
very particular about their children gelling 
married to partners from the same caste. 

The increasing flow of migrants to Udupi 
taluk is definitely going to pose many Socio¬ 
economic pcDblcms, both for migrants and 
the local people. Unless the civic and public 
authorities are able to understand and 
appreciate the problems of Ite migrants 
and the problems created by the migrants 
and work out a long-term strategy to 
accommodate, adjust and arrest the growing 
flow of migrants, the situation may well 
become unmanageable within a couple of 
yean. 
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Russia and China 

A Hollow Alliance 

DevMnrarfca 


Though certain geopolitical pressures have forced Russia and China 
to come closer, the hullabaloo surrounding the renewed cycle of Sino- 
Russian brotherhood runs the risk of underestimating their strained 
bilateral relations in the recent past. Significantly, the euphoria 
shows Russia in poor light, struggling to maintain its erstwhile status 
of a world power when day by day its power and prestige is 
diminishing. 


EVER since Chingiz Khan introduced them 
to each other, Russia and China have 
coexisted uneasily, at times in violent conflict. 
There have always been upturns and 
downturns in relations between these two 
giant neighbours who can neither escape 
from each other, because geography docs 
not allow, nor live in harmony because of 
profounddiffercncesin character andoutlouk 
which invariably cause tensions from time 
to time. 

Once again, it seems, time has come for 
an upturn. The ballyhoo surrounding Sino- 
Russian relations is spiralling towards ever 
higher pitch in Moscow. If the matter is 
judged on this basis, it would appear that 
relations between the two cou ntries are almost 
reaching the level of halcyon days of .Sino- 
Soviet "unbreakable frien^hip". History ha.s 
recorded just how “unbreakable”. 

But lessons of history arc more frequently 
igmiredthan learnt. Because of thisihe world 
is now witnessing a renewed cycle of Sino- 
Russian brotherhood with a strong echo of 
sentiments which were discredited in the not 
so distam past. 

However, the leaders of the two countries 
have changed places in readopting the 
rhetoric. If in the past the Chinese leaders 
spoke of the hegemony of the wc.st, 
particularly of the IfS, now the Russian 
leader thunders against any imposition of 
unipolarity on the world, also meaning 
American hegemony. Out of consideration 
for "frieiHf' Bill though, America is not 
mentioned. 

The visit of the Chinese president Ziang 
Zimin to Moscow and the agreements and 
the Joint Sino-Russian Dcciaration signed 
on April 24 do testify to a new spirit, even 
if it may not be all that historic. The key pan 
of thii declaration slates: 

In the spirit of pannership relations, the 
sides will make efforts to help foster the 
devefopment of a multipolar world and 
establiihinent of a new world order. 

They consider that at the end of the iwcntietb 
OMttiry pnAwndchangei, have taken place. 


The Cold War hasended. The bipolar system 

ha.s ceased to exist (Rossiiskit Vesti, Apnl 

25 , mi). 

So far so good. 

However, Yclisinhadlobeponderous. At 
the opening of the talks he declared that the 
visit of Ziang Zimin is “perhaps of historic 
.significance, because we determine the 
destiny of the 21 si century". And at the 
subsequent press conference he was even 
more characteristically hyperbolic: "Alt the 
time someone ispullingus towards a umpolar 
world, mdividusdiy wants to dictate, but we 
want multipolarism. Several fulctums must 
become the foundation of the contemporary 
world order" (Alexandr Chudodeev, 
'Rossiisko-Kiiaiskie pesni o sushchnost 
mirozdaniya' (Russian-Chinese Songs on 
The Essence of the Universe), Segdonva, 
April 24, 19971. 

When an ordinary individuai suffers from 
delusions of grandeur, theconsequenccs may 
turn out to be comic or tragic for him, but 
arc small for the society. However, when a 
person controlling the destiny of a nation 
exhibits such signs (he consequences could 
turn out to be hugely unpredictable, even 
dangerous. The net result of the posture 
adopted by the Yeltsin is that it succeeds in 
being merely irrilating. There is nothing 
worse in diplomacy. 

Therefore, when Yeltsin speaks of the 
Sino-Russian Joint Declaration shaping the 
international relations of (he 21 st century, 
with all ihe pomposity he can muster - and 
he has awesome capacity in this respect - 
one does not know quite what to make of 
it. How much of this hollow rhetoric will 
be remembered in a few weeks, leave aside 
the next century? 

The Chinese foreign minister lost little 
time in visiting Washington after the Sino- 
Soviet meeting in Moscow. Beijing is not 
going to worsen its relations with America 
for the sake of a piqued Russia. On the 
contrary, it has every interest In improving 
them. lAiwittingly, Moscow may have helped 
in (his process because rather fed up with 


Yeltsin’s umtrums, the itil talk esmmtdng 
from Moscow, Wasfiiiigtoii tmfht be more 
inclined to treat China with greater 
consideration. 

Thus, somewhat paradoxically, while 
Russia is left with no real China card to play, 
it has provided Beijing with a timely Rusiiaii 
card. Moscow finds itself in this undignifted 
situation of its own making because of its 
inherent weakness, though it refuses to 
acknowledge. Due to blind pnde. it insitts 
on playing geopolitics on the scale of the 
Soviet Union while day by day its power 
and prestige is diminisliing. If only the 
Russian leader could see how ridiculous his 
diplomatic pyrotechnics afipeartothe world. 

There is no conscious and honest 
recognition by him that the altered stanis of 
Russia requires a subslaniial change in the 
dimensions of its foreign policy, from being 
expansively global as in the old times to 
being more modestly and narrowly focused, 
geographicallyaswellaspolitically. Itmears 
(hat the sights must be lowered m respect 
of the status of Russia. All attempts to 
inherii, maintain or recreate (he old status 
be avoided. Efforts to circumvent this 
limitation would be not only futile but 
counter-productive for the future of Russia 
and its relations with the outside world. 
With such dramatic switches from one 
extreme to another. Russia will not re-emerge 
as a great power, but as a proNem. as a new 
sick man of world polmrs 
The three most common explanations for 
the Sino-Russian warming up offered by 
Moscow are: 

(a) the need for bilateral improvement, 
.stabilisation and reduction m tension: 
lb) the need to respond to (be expansion of 
NATO to make (he point that it shouM 
be taken more seriously; 

tc) (he desire to prove that it has a new Asian 
dimension to Russian foreign policy. 
There is yd another explanation which is 
not so much projected as given to be 
understood, namely, the urge to mainuin the 
status of a world power for Russia, it shows 
to what extern Moscow still remainsapnsoner 
of the past despite its claim to have renaunced 
that past. 

The first radonale is. of course, true enough. 
For decades SimvRussiarKSoviet) reltfiaai 
have been difficult and tense, and a grere 
drag in every conceivable way on both 
countries Neii}iefQiina.evcnlesssoRtissu 
in its present state, can any longer afford 
the drain it causes on their resources. So 
there is a genuine need for normalising 
relations. 

The two countries have a more than 4,000 
km long land border, 7..500 km if the cental 
Asian borders are included and which remato 
of concern to Russia, which badly needs to 
be property demaicaied and demi liU t ia ed 
ftn^ly after decades of actitnooy. Tlieiiierft 


I95S 


Benaonde and Politkal Woefcly August 2. 1997 



of the agreements signed in Moscow is that 
this has been agreed upon. In many ways 
ihc two countries have complementary 
economies, with Russia providing industrial 
goods, machinery andarras, whileChina can 
supply consumer goods. The full potential 
of this complemcntariness is very for from 
realised. 

The latest agreement, of course, is by no 
means the stan of this process. The thaw has 
been under way ever since the then Soviet 
leader Mikhail Gorbachov visited Beijing in 
1989 and called for friendship and co¬ 
operation. Since then Yeltsin has visited 
Beijing twice. Now a seal has been put on 
this process and the way opened for further 
expansion of ties. The additional incentive 
for Moscow is that during this period China 
has emerged as one of the most important 
buyer of Soviet miliiaiy technology. 

However, trade does not require political 
alliances andstrategic partnerships. Last year, 
Russo-Chinesc trade amounted to some seven 
billion dollars. The same year. Sino- 
American trade was 63 billion dollars, nine 
times as much. This, during a period when 
relations between Beijing and Washington 
have not been of the best. 

Moreover, in addition to an agreement on 
Sino-Russian frontiers, similar accords have 
been simultaneously signed in Moscow on 
China's frontiers with Kazakhstan, 
Kirgighzstan and Tajikistan. This is 
undoubtedly a significant psychological 
concession by Beijing because it indirectly 
acknowledges the continuance pre-eminena* 
of Russia in central Asia and shows these 


Russian arms sales, which is the cause of 
uneasiness. 

Far more disquieting for Moscow is the 
steady demogia^ic pressure from China on 
the relatively empty spaces of the Russian 
far east. It is already happening. Russian law 
and order officials complain that a large 
numberof traders and croaks, by now tunning 
into two millions or more, has crossed over 
to the Russian side of the border, and are 
creating a criminal and a atmosphere. 

Of course, there is an element of 
exaggeration in it, and the claim is used by 
chauvinists to attempt to keep Sino-Russian 
relations frozen. But there can be no denying 
that in conditions in which the authority of 
Moscow has virtually collapsed and 
continues to collapse in tiK far-flung regions 
of the country, in which quite a substantial 
number of Russian inhabitants of the area 
are either moving out or thinking of doing 
so because of deteriorating economic and 
security conditions. The imbalance is huge. 
While only about eight million Russians 
inhabit the east Asia. 120 million Chinese 
arejusi across the border. The vacuum draws 
the Chinese. And once they are there, they 
will dominate. 

As long ago as 1928. Owen Laltimore, the 
much maligned Sinologist who had a 
profound understanding of the urges which 
driveChina, had observed; "Political systems 
are not everything. There is still the spirit 
of the race, which shines through them like 
a candle through a lantern. To my mind, the 
politics of a Chinese arc trivial matter. The 
spirit of his race leaps beyond that; nor is 


it the passive spirit of a contemplative race, 
so widely and falsely advertind by all the 
puMidsts. Theseething of the tides in modem 
China has shown something of the forces at 
work. The most important of them all is this: 
whether underChineseor Soviet inspiration, 
wherever the Chinese have secured (if only 
for a few days) some measure of power and 
initiative, they have made clear (even to their 
Russian “advisors”), in spite of all the 
conflictions of domestic politics, that to their 
minds one of the chief functions of Chinese 
power is to assen Chinese domination - 
domination, not equality - over every race 
that comes within the scope of Chinese 
action” [Owen Lattimore.SrudiesM Frontier 
History; Collected Papers, J928-J958, 
Oxford University Press, London, 1962, 
P2I7]. 

In its present weakened state wi 11 Moscow 
be able to keep this in view? No strategic 
alliance or partnership can prevent this 
developmem and no oidinary measures for 
bolder security can be elTective in the long 
run. The dilemma which will eventually face 
Moscow, before it loses all control over the 
situation, will be wbetherio resist this stealthy 
inunigraiionortodcvise waysof legitimising 
it. to compromise by grant! ng some temporary 
orspecial .status to the flood across the border. 
No wonder, an unnamed Russian diplomat 
is reported tohave exclaimed pcjuimistjcally 
after the declaration had been signed that in 
the 21st century, "There will be Chinese 
everywhere. And on our terriiury, fur sure” 
[AleksandrChudodeev: ‘Rossiisku-Kitaislue 
pesni o susbebnosi mirozdaniya' (Russian- 


couniries still prefer Moscow’s protection 
and are more afraid of China. Besides, the 
economic and other ties with Russia formed 
during the im.tcrial and communist periods 
are in reality still strong. 

The Chinese are anxious about the gro wi ng 
Islamic nationalism in Xinjiang and other 
border areas adjoining the Muslimeouniries 
of central Asia. Many of them sympathise 
with the Uigur minority of China and harbour 
them as refugees on their leiricory from 
Soviet times. So the new border agreement 
with them is some insurance for Beijing, 
though in the long turn it may turn out to 
be futile. The Chinese leaders have still not 
absorbed the lessons from devastating Soviet 
and Russian failures in dealing with the 
national question. 

However, even this justifiable first rationale 
has to be qualified because not all is light 
and happiness. Behind the hoop-la about 
new lies a deep suspicion and fear of China 
lurks in Russian souls. Many still consider 
Beijing to be a potential enemy rather than 
a friend, a sentiment tel out in the open by 
the defence minister Igor Rodinov only a 
few days before the visit ofZiang Zing. But 
it is not only the growing Chinese armed 
might, now to be facilitated once more by 
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Chineie Songs on The Essence of the 
' Universe), Segpdnya, April 24, I997|. 

This is not (0 suggest that there could be 
no Sino-Russian rapprochement. But 
Moscow should not hm sight of the price 
attached toit,and comprehend that grandiose 
but thoughtlessromantic gestures could lead 
to serious misunderstandings and conflicts 
in the future. 

Moreover, it is not as if evnyone in Russia 
is unaware of the risks involved. Some high 
offlcials have openly urged cnition, and 
almost on the eve of the Chinese leader’s 
Moscow visit went so far as to characterise 
China as a potential enemy, somewhat to the 
chagrin of the Yeltsin establishment. Thus 
beneath the surface, justifiable and serious 
misgivings about this sudden turn towards 
Chinadoexist. There are sutTicieni historical 
and psychological reasons for this. But it is 
also open evidence of disarray in the higher 
echelons in Moscow, unable to speak with 
one voice. 

As for the North Atlantic Treaty Alliance 
(NATO) dimension, Moscow has been far 
fromdiscouragingthe interpretatian that new 
Sino>Russian relationship is a response to 
the planned expansion of the NATO. This 
expansion has been in the air for some time 
now, and in its initial phase would embrace 
the Czech Republic. Hungary and Poland. 
Later other, east European countries and 
even the Baltic Republics might join it. All 
of them have declared their intention to do 
so which is a resounding vote of no- 
confidence in Russian good intentions. 

Following the disimegration of the Soviet 
Union and the Warsaw Pact. NATO lost its 
raison d'ttre and has become a highly 
inefficient, ex pensive and purposeless bobby 
for the West just to demonstrate its alleged 
military superiority rather than to perform 
any great feat of arms. All that the expansion 
will achieve is to place a huge financial 
burden on America which will have to meet 
most of the cost of expansion. And not only 
on America, in due course the new memben 
will also feel Ihe pinch. 

It is worth noting thtf while vehemently 
denying that NATO expansion is directed 
against Russia, the Western leaders have 
been unable lo offer any convincing 
explanation for its purpose except lo say that 
the east European coumries are clamouiing 
for it. But the West refuses to Kknowledge 
that by extending the boundary of NATO, 
it is also increasing, not decreasing, Russian 
dittruii in the West and thus creating 
precoadltioni for tension by once again 
dividing Europe on new lines. 

It Is an outinoded syndrome from Ihe past 
because Russia is not in a position, and will 
nolbefariomedocadet,lopiesentacoheient 
armed Ihreatio any other country. Not simply 
because its mlliu^ organisation is in a stale 
of ctiaoi. Mora impoitant Hill, with riling 


Slav racism and nadonallsm, now embraced 
and expressed by powerful sections of the 
Russian political and security estaUishmem, 
Moscow’s energies will be absorbed 
internally for decades: To cnishing and 
decimating the non-Slav minoritiei and 
attempting the setting up of an ethnically 
cleansed Slavic state. The vicious ondaughl 
on Chechnya, though temporarily halted, 
was only a prelude. 'The West would also 
encourage Moscow in this, to keep it busy 
domestically, as it did in Chechnya by 
endorsing that the genocide there was an 
internal matter, and throughout financing H 
with huge loans. 

Moscow argues that expansion of a 
basically hostile military alliance almost to 
its borders poses a security threat. 'There is 
considerable merit in this arguroeni, though 
the actual threat is not to great, in some ways 
perhaps even tKm-existent. However, the 
Russian position, too, is self-contradictory. 
On the one hand Moscow accepts that 
sovereign countries havearight to join NATO 
if they warn to. But at the time it attempted 
a veto on their entry, though it proved to be 
counter-productive. Now, it will have to 
accept a face-saving formula about its own 
association with NATO in order to swallow 
the expansion. 

Moscow also contends, quite justly, dm 
the West has broken its veibal assurance or 
promise to Mikhail Gorbachov at the time 
of the German reunifkation - (hough (he 
name of Gorbachov caiuiot be used because 
of Yeltsin's pathological allergy to any such 
reference - that the alliatice would not be 
expanded eastward. 

Lastly, deep inside, many Russians feel 
humiliated and resentful that the West has 
started dancing so brazenly, loudly and 
triumphanUyaniheashesoftheiryesleryears' 
empire. Indeed, this is probably the main 
factor which propelled Yeluin to start 
agitating against (he NATO expansion so 
vigorously atxl rapidlybuild iipsupport from 
a public initially rather indifrercM to the 
matter. He also uw in this agitation the 
means to extract ntore political concessions 
from the West. In this sense the whole 
Russian rigmarole about NATO expansion 
is rather artificial as would be shortly 
proved when Yeltsin signs an agreement 
with it in Paris. 

The puHk was quite cynical after the 
president, elected by it despite deep 
misgivings in July 1996, promptly fell ill for 
what appeared to be an interminably kmg 
period. To arouM it. Yeltsin neeiM the 
image of an external enemy to appeal to its 
traditioiial xenophobia and increase rapport 
with it. The NATOexpansron was it. Though 
in actualtty this ovenaled body re p re a ewt a 
no real threat because it dare not enter into 
a serious armed conflict with any ooualiy, 
everybody could happily oppoae it with a 


dean conscience, even Ooibachov. What 
tremendoos ftm! 

This is where Ouiu came in handy. Onee 
again Yeltsin became a prisoner of his own 
rhetoric and could not slop himself from 
going a little 100 fare. He wcM on upping 
the stakes against the West. He was like a 
cook overdoing the dressing. Whence all the 
en^ihasis on a multipolar world. 

In essence he was dredging up diches 
from the past. The multipolar conception 
was first protiioled by die Chinese in the 
,l9S0t. Even in those days of fierce anti- 
colonialism, it fdled to make a mark. When 
Yeluin spoke of a Russian-Indian-Oiinese 
triangle against the unipolar forces, h is by 
no means an original notion. He was iM the 
first Russian leader to expound it Before 
him. the Soviet leaden GortMchov, Yuri 
Andropov and Leonid Brezhnev had alto 
broad^ the desirability of such a triple 
alliance and found no buyers. 

The tmgin of the idea can be traced to 
Vladimir Lenin, the founding itAa of the 
Soviet Union, and he had not propose d it 
in any such concrete form. In Febrawy 1923 
be dictated an artkie, 'Better Fewer, But 
Better’ which was to be his last political 
pronouncement before death a few moaths 
liter. In it he discussed, among other thnift, 
the protpecu for the survival of (he RtusiiB 
revotutW and how diviBons among the 
imperialists might hdp. It was in thit context 
that he added 

Uhimaiely the owcome of the straggle wi8 
be settled by Ihe fact that Ruatia, India, 
(rhiaa. etc. constmite the vast aupoiity of 
(bewcxId’ipopuhtian.Anditisthiamtiarfty 
of the population which, duriag the past few 
yean, has been drawn into the wnilgie far 
emsAcipation with extraoRliMry rapidity ; 
in ihii respect there caaaot be die ali||Ma> 
dodM concerning the final nuirome of the 
worlds uruggie. In this sense, the oompMe 
victory of socialism is assured (Ffwoda, N» 
49. March 4. 1923). 

Curious, thH Yeitsia shotdd havetfcaBfd 
this notion out of (he recessea of his 
Communst moulded mind, when h » so 
evident that Lenin was thinkiag under 
difTereni conditioRs, when Rania was weak 
and the colonial struggle still lay ahead. The 
exponents of this idea uauafly also igaere 
Ihm vital ‘etc* in the Lenin teat, whkhdemly 
UKhcaies he was just gcaenlisiBg about the 
wider effect ot the o uw orae of the imeil 
in three big couMticB. it so happmeJ that 
anna and India did not aniwe on the worid 
scene for more than two-and a halfdamlri 
after Lenin and the Ruatian rtvolution 
(hsaatrously and fMally changed iuchamelac. 
*1110 whole concept ia based wn a 
mishdeipretation of Lenin. 

The timet and context are aiMfaMNK 
d Wc rentnow.Batthu e a re even n wreiirinu a 
flminTtriitini nfwnrriliiiirflihMdl fhw 
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China » not at all interested in such an 
alliance, partly because it cannot consider 
India eithw as an equal or a suitable partner. 
Two, it is not in China's interests to join an 
alliance with acovert orovett anti-American 
purposes because it has its own big stake in 
friendly relations with Washington. 

Almost the same arguments apply tolndia. 
But there is alsoaaubtle and vital distinction. 
Historically speaking India has never 
possessed and almost certainly never will 
possess, in Nieizschean terminology a “will 
to power”, ora Rithless aggressiveness, which 
could enable it to play a decisively big role 
in interrtational affairs. For it to be drawn 
in any such alliance will be courting disaster. 
It is not an abstract formulation. 

Besides, just as there is nogenuine warmth 
in Sino-Russian relations, so too in Sino- 
Indian relations. These two countries have 
also fought a war on territorial issues. So 
what will be the objective of such a weak, 
unreliable triangle of the unwilling? To 
(womote such a grouping would be like 
flapping wings in a void. 

There is little doubt that one sentiment is 
not far from the minds of policy-makers 
in China, India and other countries: can 
Russia be really relied upon? The utter 
unpredictability of Yeltsin needs no com¬ 
ment. No one can be sure as to how long 
he can hold the reins of power. Moreover, 
where is the guarantee that after him Moscow 
line will not change, given the fact that in 
the Russian establishmem. as well among 
the public, there are deep divisions about the 
nature of ties with China. 

The position of Russian communists on 
the China question is also somewhat 
strange. While they welcome the improved 
ties, they complain that these relations cannot 
be sestet under Yeltsin. As to how this 
can be done, they have a fantasy of their 
own; 

True nqqjtochement between Russia and 
China, rapprocbemeni which will radically 
alter the correlation of forces in the world 
not verbally but in deeds, is possible. But 
it will come when socialism has been 
restored over the expanses of the Soviet 
Union and the firm alliance and former 
friendship between our great peoples are 
leaiored [Vassily Safronchuk, ‘klyuch 
doveriya' (Key of Trust), Soveukaya 
Kouia. April 26, 1997]. 

After all th« transpired during the Soviet 
period in Sino-Russian relations - the bitter 
rift between Khrushchevand Mao, the aimed 
conflict over Danumsky islands in the Ussuri 
r^ioii, the ideologtcai tftvide. with the i«ra 
countries furiously competing to win over 
the woridwidecommunui movement to iheir 
side - only dementia can lead to such bizarre 
conclusions, it only underline! how bereft 
of htuory and common tense Russian 
ocmiminisis have become, how distant fnm 


grasping the real world around them, from 
comprehending the developments taking 
place, not to mention ideological aberrtfions 
which they continue to embrace. 

Moreover.communisttornocommunisU, 
genuine Russian orientation is towards the 
West and America, no matter how much lip- 
service is paid to Asia whenever convenient. 
At the moment, because of a pique with 
Washington, Moscow is seemingly turning 
towards Asia. But where is the guarantee that 
after a short time, when West offers new 
inducements - and it will - Asia and the so- 
called “strategic'’ partnership will not be 
again quickly fotgotten, left to languish on 
the dust heap of renewed neglect? 

In this context, it is somewhat puzzling 
that China has been willing, at rather short 
notice, to play the Yeltsin game, even if in 
alowerkey. Though it does perhaps provide 
Beijing some sort of a card against 
Washington, it is far from an ace. Of only 


IN a very real sense Indo-Bangtadesh 
relations are a survival and continuation of 
the Hindu-Muslim relations in British India 
and subsequently in Pakistan. 

This is notic^ clearly whenever any 
question comes up involving these two 
countries. There are lots of outstanding 
problems and issues between India and 
Bangladesh, and they need to be solved or 
resolved in the interest of both countries. 
There are questions of trade, border irafne. 
transit and above all Ganges water sharing, 
which must be attended to as early as possible 
and properly. 

But whenever such questions are raised 
and solutions sought the first opposition 
comes from quarters which may be broadly 
described as ctnninunal. There communal 
circles include political parties, profettional 
and cultural groups, in^viduals, etc. They 
voice their opposithm to any discussion on 
these matters even before any actual 
difciission lakes place. 

It cannot be denied that India ii a capitalist 
country ruled by big businew and imhistiy, 
which it set against (he interest of 
ndglibouring countries. As such Indian 
movMarealfooppoaedbypfDgiessivefotcei 
in the latter couiiliies includiiig Bangladeih. 
Thus, there are iwobroad lypeiof opposition 


ntinor nuisance value. Couldii betlat Bering 
has deliberately chosen to humour Yeltsin, 
playing on his egoi'riic megalomania, for the 
sakeof some not unimpoftarnUlatenl gains, 
understanding perfectly well that in reality 
all the ‘strategic’ rhetoric is harmless 
nonsense? 

Though ‘strat^c’ and ‘multipolar worid’ 
have einreged as the buzzwords to impress 
the ignorant, no precise definitions or 
explanations are available. Strategic 
partnership to what putpore? Just s high 
falutin description for normal relations 
between two still wary neighbours. 
Multipolar in what sense? Does it mean 
aiming at a democratic structure of 
international politics or just setting up 
convenient knots of opposition to the West? 
The whole trouble with such a slogan, 
promoted in an amateurish way without being 
thought through, is that it convinces no one. 
It lacks true vision. 


to India, one communal and the other non- 
communal and progressive. 

Here another kind of opposition to India 
has to be mentioned. It comes from appuently 
very progressive and even “revolutionary” 
quarters. Terming India as an expansionist 
country (not wrongly) they, however, oppose 
India almost in the same manner as the 
communal farces. And however unpalatable 
it may appear to our “revolutionaries”, their 
opposition to India springs also from an 
under-current of communalism which they 
try to hide behind their bombastic 
“tevolutionaiy” declarations. As such there 
is an undeclared unity between these 
“ievolutionaiies“ and the communal forces 
in this country. 

Certain intenialdeveiopmeiiisinbothladia 
and Bangladesh have recently created a 
situation in which bi-lateni agreements have 
become necessary on a number of economic 
and political matten. This is the reason why 
the water sharing agreement has been made 
rather hurriedly, and talks are currently 
being held on transit, improvemenu of 
road links, return ofCMOagang Hilt Tracts 
(CHT) lefuiieei, not imviding shelter to 
rebel foreea of north-etsiem India, variout 
trade profaleini, sub-regioiul co-operation, 
etc. 


On Indo-Bangladesh Relations 

Badmddin Unsar 


The recent spurt of cordiality in Indo-Bangladesh relations is 
determined by urgency of situation internal to both countries. It aims 
to protect the interests of the ruling classes, and in the process, 
thwart the struggles for self-determination of the peoples of the CHT 
and the north-eastern regions of India. 
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t li quite lutural that in the coune of tlwie 
u, India, at aM| andpowerfiil neighbour. 

I her character being what it it. would try 
iqueeze w much advantage at pottible 
m Baiqiladeih and the latter wilt have no 
eniative but to give in to the enormout 
Ktute exerted on her at a much weaker 
i leit developed dependent country, 
liit it the cate not only with the Awami 
ague government but with any goveniment 
ich happent to be in power. That it why 
ipite of anti-Indian external potturet of 
= govemmentt of BNP and Jatiya Party 
occationt, they had been at much pliable 
the pretent Awami League government 
matlen concerning both couniriet. 
ndia at a practicing parliamentary 
nociacy has now reached a point where 
ne-party government under a unitary 
tem has become a thing of the past. Or, 
other words, India, in future, is going to 
ruled by luccessivecoalition govemmentt, 
;h getting weaker and lasting for briefer 
iods than its predecetsor, until the whtde 
tem breaks down. This may lead to a 
tern of confederation, and failing thru, to 
isintegration of the Indian Union into a 
liber of independem linguistic national 
es. In any case, a very Uiibulent and 
uous period is ahead for India in which 
armed forces are destined to play a kind 
Mlitical role which our big neighbour has 

seen before. 

he role of the army in India In nuners 
interoa) political affairs of the state is 
eating and it being extended gradually, 
fact, its predatory role in the Punjab, 
hmirandthewholeofnoith-eastcro inefia 
now become almost a permanent feature 
e central control system in these regions, 
he existing political situation is posing 
teat threat to the Indian big capital and 
; are certainly not going to take it lying 
n. They have, therefore, no hesitation 

II to use and extend the coercive power 
K armed forces to keep control over the 
a. 

or a long time, the ctitit arising out of 
eakdown of parliamentary governments 
he states is being met by introducing 
lideniial roles in the latter. But with the 
ancemenl of the crisis and the 
rtioration of the situation, it is fast 
offling inadequate and ineffective, 
ilitkm governments at the centre and 
lidemial roles in the states will ultimately 
to gi vc in toother more drastic meaauies 
amUitary takeover of the whede country, 
caiwot speculate on a time-frame for 
devdopment, but it can be said without 
risk of being very much wrong, that the 
I India Is now following Is the 
lisiakabiepathtowaRltamilitaiy takeover 
eventually to a coltapae of the unhaiy 
em. Such coUapae may lead either to a 
em of confederation or to a toul 


ditintegratioa of the Indian Union, giving 
rise to independent stales. However 
unpalatable and unacceptable this 
development may seem to the "democrais” 
in India at present, this is the future for which 
they have to prepare themselves. 

This it the context in which India it now 
interested in settling most outstanding 
problems with its neighbours including 
Bangladesh. But this does not mean that 
whileuying for these tettlemenulndiawould 
give in to the “unrealistic" demands of its 
neighbours or make any substantial 
compromise with Pakistan on the question 
of Ktuhmir. On the other hand, India would 
try to manoeuvre asclevedy and as forcefully 
as possible, to take the maximum advantage 
out of the situation. This is quite possible 
because all the neighbouis of India are also 
in a slate of crisis, the nature of the crisis 
varying from country to country. 

it has now become almost a fashion of 
governments to declare that they have opened 
their doors for free market Banglad^ is 
no exception in this regard. But the fact is 
that in case of Bangladesh this declaration 
is a big joke because, for all practical purposes 
this country had never any doors at all. Since 
the inception of Bangladesh as a stale, its 
economy is being controlled and run by a 
class of people who. in spite of their loud 
declarations of patriotism, never hesitated to 
sell national interests for personal gains and 
proru, jeopardising the interests of our 
workingpeopleandtheentirecountry. Thus, 
we now have an economy and a system of 
government run by the true political 
representatives of the above-mentioned 
captains of the economy which can give 
nothing to the people. On the other hand, 
consistent with economic plunder and 
uncontrollable malpractices, propagation of 
historical falsehood and political terrorism 
have become the mainstay ofthe powers that 
are. A whole range of propagan^ machine 
directly controlted by the govemmem and 
by the classes of people who periodically 
occupy the seats of power and enjoy the 
frails of such power are now engaged in 
projecting the irngge of a certain gentleman 
as the father of the nation. The existing 
governmeM being the successor of the 
“taher's" government, tries locreaie around 
itself a halo which they think would protect 
them from the wrath of the people. But this 
is not enough. They also need other 
propaganda stuffs and the most important 
of them is glorifying their retatioos with 
other countries by negotisting open door 
trade, vast amount of loans and settling 
outsiamtiiig probicins like shnre of Ganges 
water and DonnaliMtian of trade with Intha. 
in deterndning Indo-Bangladesh relations 
these facion play an important role. 

India is trying to negotiate transit facilities 
through Bangladesh to iu north-eastern 


regions. It also needs it for trade. There 
it nothing wrong in providing transit 
facilities to another country provided the 
interests of the country and the people are 
not harmed. So, if the terms of the 
agreement on transit are satisfactory then 
there cannot be any rational opposition 
to it. Thus, it is the terms which must be 
looked into in this case, as well as in other 
cates, of such agreements. However, on 
the question of transit one tiung roust be 
carefully looked into. It must be ascertained 
that no army personnel or military hardware 
or any materia! of strategic importance are 
allowed to be carried through Bangladesb 
into north-eastern India. It must not be 
allowed for two reasons. First, because it 
would jeopardise the Mcuriiy of Bangladesh. 
Secondly, it would mean helping 
suppression of peoples' movements in 
north-eastern India by deploying the armed 
forces. 

Now this latter argument is also being 
ad vanced by Khaleda Zi a md h 0 party people 
as well as iamaat-e-lslam) and the Jatiya 
Party. These patties do it not from any r^ 
sympathy or considefition of the peoples of 
those regions but purely from communal 
standpoint. Thefrauduieiitcharacterofihesc 
parties in regard to the straggles of the peoples 
of the above-mentioned regiow of India will 
be quite clear if we consider their attitude 
and policy to wards the Chittagong Hill Tracts 
people - an attitude and policy of toul 
hostility. 

The Indian goverament is now tiying 
actively to arrange a setdement between the 
Bangladesh government and the aimed 
section of the CHT people, ttid also repteruae 
the refugees to the CHT in order to enaure 
that armed groups of people frorr. their tide 
do not gel any shelter in Baagladeth. The 
Bangladesh goveramem it also keen on 
reaching an agreement with the CHT 
Janashangbati with the active assistance of 
India so that they can pressurise the fiorraer 
to accept unequal terms. It is quite ckartiM 
no real >.oiution of the CHT prob lem is 
possible through the current negotiations 
betweeni the two sides, but it will render 
cettaindefinite advantages to thegov er mi Mn i 
of Bangladesh. Thus, the agreemenlt between 
India and Bangladesh are a maner of 
convenience for both sides in respect of 
thwarting the struggles for aeif-deienniiwian 
of the peoples of the CHT and (he nordi- 
easiern regions of India. 

There aremany atpcctsofindo^anglailedi 
relationt and we cannot dwell on them hese. 
What has lo be renaenibered in dus oonnection 
is that these relations are now being 
determined by the urgency of the liniation 
arising intetiwlly in both cmiiimes and in 
so doing the imeresu of the nding ctaHt 
and the ruling cliques are being tookad after 
and assured. 
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PERSPECTIVES 


Indo-Pakistan Relations 

Time for a Breakthrough 

Puri 


Both India and Pakistan have spent most of their diplomatic energy 
on dealing with bilateral relations and in competing for influence and 
friendship in international arena by scoring points off each other on 
contentious issues. It is time that the relations between the two 
nations be put on a more even keel. 


MANY factors have contributed to bringing 
about a qualitative improvement in the 
populvai^ government^ attitudes in India 
and Pakistan r^ardingtheirmutuai relations. 
Lest the present euphoria fades, under the 
weight of prejudices, suspicions and fears 
about each other accumulated during the 
pasj^iO yean, a serious attempt must be made 
at und^anding the peculiarities of the 
relations between the two neighbours and 
their positive and negative features. 

Pakistan is the only country with which 
India has fought three wars and is lighting 
a son of proxy war since 1989. Even the 
period of war should be more appropriately 
called war through other means, to modify 
the clausewitzian dictum. Fbr Pakistan has 
always beenadominantfautorinindependent 
India’s foreign policy; sometimes implicitly 
and at other tiitaisex^icitly.Muchof India's 
diplomatic energy is spent not only in dealing 
with bilateral Indo-P^ relations but also in 
competing for inHuence and friendship in 
the test of the world and scoring points on 
caateiHious issues, in particular contesting 
Pakistan’s case and propaganda about 
Kashmir. Pakistan is even more obsessive 
about India factor in its policies, foreign as 
well at domestic. 

The reasons for India’s unusual relations 
with Pakistan ate not far to seek. Bora almost 
at the same time as independent stales, out 
of the same mother subcontinent the tension 
between them is mote than the usual sibling 
rivalry ofthetwins.The tension that preceded 
and bloodshed that accompanied the partiti on 
also shaped the personalities of the two 
nations and their relatiotis. 

PaE-pAKTrnoN Lccacy 

Pakistan was the name of a movement and 
an ideology before it became a nation state. 
For most Indians, particularly its nujority 
conummity, it represented an ideoh^ of 
communalism, fanaticism, hatred and 
violence against the rest of the country led 
by Gandhi and his values of secular 
nationalism, love and non-violetice. That 
Pakistan declared itself an Iilanuc state 


whereas secularism is the bedrock of the 
polity of India and part of the unalterable 
basic structure or its constitution ensures 
continuity of pre-partition irreconcilable 
ideologiod divergence. 

Out of innumerable Hindu deities, none 
evokes such a passionate and fanatic devotion 
as the Bharat Mata. The partition is viewed 
by many Hindus as cutting the limbs of the 
mother, i e, India. How can tlie mother of 
all crimes be forgiven? 

Thus a Pakistani is, for many Indians not 
merely a national of another coumry but 
representative of a bad ideology. It is not 
uncommon to describe an Indian Muslim 
who is considered to be communal and fanatic 
as Pakistani. Indeed anti-Pakisianism is 
becoming the prime test of patriotism in 
India, particularly for Muslims. 

Pakistan faces far more serious problem 
of defining its nationalism and identity. It 
is ceitainly not a homeland of the Muslims 
of the subcontinent as it was conceived by 
its founders. For Muslims of India and 
Bangladesh ate not part of it. Its very existence 
is denial of the two nations theory. For theii 
nationality of their nationals is deTined not 
by their religion but by their country. 

Pakistan is still in .search of its id^ity. 
As a territorial identity, its history can be 
traced to 5000 years, i e. Mohenjodaro and 
Harappa civilisation, which is the mother of 
the subcontincnial ciili.saiion. It is a lerriloty 
where Vedic civilisation grew and whicfi 
was a citadel of Buddhism for centuries. If 
Pakistan owns its past, it undermines its 
idcologicai basis. 

And if Pakistan starts its hisiqry from 
Mohammad Bin Qosim, the first Arab 
invasion at Sindh, and with the advent of 
Islam and Muslim rule in the subcontinent, 
it again gets iirevoc^y linked with India. 
For the seat of Muslim rule was for the most 
part in Delhi and most sA the symbols of 
Muslim glory like Taj, Red Fort and Jama 
masjid as also religious centres like Kitaet 
Sharif, Hazrai Nizatmiddin’s shrine and 
world famous institution of Islamic learning 
at Deoband are in India. 


Pakistan’s history officially taught in 
educational institutions starts from 1947 

which impliedly defines it as a separatod p«t 

of India. This fact is an added compulsioa 
fbr it to justify its separation and emphasise 
its distinctness from and irreconcilability 
with India; ideologically, politically and 
diplomaticaily. Tension with India beromei 
raison d'etre for its existence and a vital 
cementing forcetoensiueunity of thecountty 
and suppress its diverse ethnic urges. As a 
smaller and weaker country, it also fears 
constant threat from the might of India; 
whicii, most Pakistanis believe, has not 
reconciled to the partition. 

Without going into ihe causes of the 
partition, two facts may be noted. First it 
was tire inability of Indian nationalism and 
urge for Muslim identity to get reconciled 
with each other which mainly led to that 
eventuality. Second, the Muslim com¬ 
munities which initially champoined and 
played Che main role for the Pakistan 
movement remained in India and they are 
not welcome in what actually become 
Pakistan; witness the fate of Muhajits in 
Sindh and what arc called Bihari Muslims 
in the refugee camps of Bangladesh. The 
Pakistan movement reached very late in areas 
of the present Pakistan and its appeal 
lemeined much weaker there. Moreover, 
unlike Muslims of UP and Bihar, Pakistani 
Muslims have always been conscious of 
their ethnic identity. 

An understanding of Pakistan and its 
peculiar and complex relations with India 
are necessary for evolving an appropriate 
Pakistim policy of India. Abasic pre-requisiie 
for any meaningful Indo-Pak dialogue and 
relations is therefore todispci theimpicuion 
in Pakistan that India is not reconciled to its 
existence. This impression is created not 
merely by a chauvinist fringe of Akhand 
Bharat in India but also by the unguarded 
commenlsof well meaning and liberal friends 
of Pakistan who out of good faith wish the 
‘two brothers' to reunite. Some of them arc 
so swayed by the similaritiei between the 
peoples of the two countries chat they fondly 
des^be subcontinem as one natioa with 
two stales. Such statements and suggestions 
like Indo-Pak confederation - as afrer made 
by Mulayam Singh Yadav. with best of 
Intentions - merely confirm the impmsion 
in Pakistan that assimitaiive and lib^ form 

of Indian nationaiiim is a gteaier thieai to 
its identity than iu avowed aggreative 
enemies. Even the fonmilaof confederalton 
of India. Pakiiun and Jammu and Kashmir 
stale which Sheikh Abdullah wuueued to 

Pakistan presideni PieldMariiial Ayub Khan 

when he met him in KaracW in 1964 was 
nmuiiaiily and comemfNautly needed by 
him. India’i poUcy-malm should similarly 
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Nt|row the hai^ver of the profertitkm 
PeidiMn movement end icaliie dUffeience 
betwcco a nioveroem or an ideology and a 
nation. It has to deal with a country and its 
people whenmany ideologiei can grow and 
claih. Again, this realisation is paiticulafiy 
impoftani for iibenl and secular statesman 
of India. For in Indo-Pak friendship meets, 
they often euiogite the greatness of Isimn 
and emphasise how similar are its basic 
tenets with those of Hinduism in older to 
prove their credentials. It is pretinent to 
recall that Gandhi-Azad approach to Hindu- 
Mtislim unity on the basis of the doctrine 
of essential unity of all religions failed as 
it ignored the problem of reconciling secular 
claims of religion bated identities in, say, 
share in political power and economic cake 
in independent India. 

HindU'Muslim relations in a religious or 
a community sense- and Indo-Pak relations 
are not synonymous; though any 
improvement i n one may have positi ve effect 
on the other. As pointed out earlier Muslims 
of India who are not only greater in number 
than those in Pakistan but have also a more 
glwious heritage, politically, culturally and 
religiously. It is in India’s interest to treat 
them as an asset in its dealing with Muslim 
countries in general and Pakistan in panicular. 
Pakistan is a distinct foreign country and not 
merely an extension of India's internal 
problem or as a monolithic Muslim 
community. It is more important to take into 
account ethnic dimensions of Muslim 
communities that comiviM Pakistan in order 
to understand it. 

Ethnic Ioentities of Pakistan 

While most Indians and the policy-makers 
are aware of perennial hostility of Pakistan 
towards India as individual many would 
have also experienced deep affection and 
warm hospitality from Pakistani citizens 
if they had an opportunity to visit tlieir 
country or meet them elsewhere. But the 
significance of the laiier has rarely been 
realised. 

Broadly, there are three levdt at which 
Pakistanis react towards India: tubnaiional. 
national and supernational. The tension is 
mainly confined at the national level whereas 
an unusual friendship is at way sdemonsirated 
at the other two levels. Proper strategy is 
needed for each level. 

When PUf\labis, SIndtiis and Uidu speaking 
people, for instance, meet their respective 
cuunteipaits from, the other country, they 
•nvariably become so emotional about their 
common ethnic identity thnt. for the 
<nomem,ihey cease to be conscious of 
their reUgious and national Mentities. This 
•* true abow other ethnic communities like 
Fkthms, Bahichit and Saraikis, though 
numerically they may be much smaller. 
Theodebraiioas in PakistMi Punjab on 
Inder Kumar aujrars elevation to the 
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position of prime minister of India is no 
eloquent testimony to ihb fact. 

If people-lo-people relations matto’ in 
intentationalnlathMs,roleofclhnickieatities 
becomes vety crucial in building emotional 
bridges between peoples of the two 
neighbours. There are a number of ways in 
which positive potentialities of transnational 
identitiet can be used as an effective aid to 
a Pakistan policy. 

Academies or other institutions - official, 
autonomous or non-official - already in 
existence or can be specially set up to revive 
common heritage of each regional-ethnic 
transnational group and promote literary 
activities through seminars and conferences 
and instituting awards for the best writing 
of the year irrespective of the country to 
which the author may belong. There are a 
number of common symbds - saints poets 
and heroes - who were equally reverb by 
each linguistic or ethnic group split by the 
partitioa Seminars on their life and work, 
at intellectual level, and films on them and 
festivals to pay homage lo them ai a popular 
level may provide more solid basis for the 
cultural and emotional ties that already exist, 
between peoples on the two sides. 

Each region has also its specifities, Punjabi, 
for instance is written in l^ian, Gurmukhi 
and to some extent in Devaruigri scripts. 
Theirtransliteration from one script to another 
would expand the readership of literature in 
the language crossing (he borden. In case 
of Sindhi.too.iransliteraiion of newly written 
literature from Persian lo Devanagri scripts 
and vice versa is equally impottanl. But 
Sindhi has longer record^ history and its 
major pride Mohenjodaro is not only the 
beginning but also the basis of Indt^Pak 
common civilisation. Common team of 
historians, archeologists and scholars of 
ancient period drawn from the two countries 
may be entrusted with the vital task of funher 
exploring the undcdpheied features of one 
of the oldest civilisations ofthe world, apait 
from popularising the scientifically 
established facts. 

Mohajir community has a special relaiion 
with India. ltisac(H>armerinbuildinggreat 
Ganga-Yamuna culture. Its nostalgia about 
that culture is growing as years pass by. For 
in (he case of llidu-sp^ing Muslims, 
members of the same linguistic-eHmk and 
the same religious community have been 
divided with (he result that many close 
members of the same family are split in three 
parts. But the condition o( none of them, 
whether in India. Pritislan or refugee camps 
of Bangladesh, is enviable. 

it is not retevim here to go to (he reason 
for (he piigiH of arguably the moat talemed 
- intelleciually and culturally - Muslim 
community of the world, whatever (he 
Munden (he leaders of its past generation 
committed, all the succeeding gcneniions 
cannotdther be held retponiibie or punished 
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for that. Aside from humanitarian 
Gonsidexations, Mahlers are (he largest NRIs 
living abroad. It is the duty and responsibility 
of the mother country to take ioietett in their 
current plight. 

The form and nature of interest by India 
in either of the sub-national identities of 
Pakistan should be governed by the nature 
of the response and not be contideted as an 
encroachment and imposition. In no case 
should it attempt, or seem to attempt, st 
undermining (heir loyalty to their own 
country. Tbe explicit aim should be to keep 
Pakistan a unit^ and friendly coumry. Of 
course, ethnisation and growth of regionai 
consciousness will, indirectly, check 
communal and fundamentalist forces as it 
has done in India. To that extent, the two 
countries will come ideologically closer and 
be more friendly. 

Another level where Indo-Pak relations 
are found cordial and where there is funher 
scope of improvement is, in what nuy be 
described as supernational level. 'Ihere is a 
dennitc sense of pride which the people in 
(he two countries share in their south Asian 
idemity. In many foreign countries, already 
south Asian associations already exist, winch 
not only function at social and cultural levels 
but occassionally make common political 
causes, e g. against racial discriminatioa, 
formation of more such fon should be 
encouraged. 

SAARC, with ail its limitations, too, has 
served a useful purpose. Pakistan feels more 
assured, in such a multinational than a 
bilateral association. For there are five more 
countries in it smaller than India and meet 
the ‘big brother' at a level of equality. Any 
compromise in this forum would not kwk 
like capitulation at home and exploited by 
the opposition. There is a wide range of 
problems that are of muhinaticmal or 
supernational character. Or putting it 
dilfercmiy many problems are of noo- 
political nature, in which national prestige 
IS not at stake but on which co-operatioo ia 
of mutual interest. Enviranment is one such 
vital problem which cannot be tackled m 
ntikmal level alone. Natu^ calamities like 
floods, eptctemics, relief and weltiue, busi¬ 
ness and trade, social movemema and the 
whoieriektofNGOs require legkmaifnwlii- 
national) perspective and consultaiiaitt 
and co-oidinatioB. 

An allied kind of identity which iranaocnili 
national kteniitics it that of pndeatiooalt, 
doctors, sciemisit (physical and social 
science), artists, poets, wrhen, joumalitts. 
academics, meiri ^ of bars and jtidtesaiy 
and experti in any and every field are bound 
by cominonimcRri and pcnonal hiendiliipt 
in their respective spheres. A closer 
interactioo arid thanng of kiwwiedia and 
esperienoe are of mutual benefit and sMUi 
not encounter any rettsunce or emtm 
suspicions. 
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LmtTATiom OP Nation States 

While we have argued above Chat the 
probleim ate more intnctabie at national 
than at regional levels (the word tegional has 
come to be used both for sub-national 
identities and groupings of nations) how can 
the former be igm^. They can vitiate the 
atmosphere and make the ta^ at other levels 
also difficult. But theconverseis no less true. 
Any success at other levels will make the 
task at national level easier. Moreover, the 
foreign policy-makers of the country must 
outgrow the European concept of 19th 
century nationalism. Europe itself is an 
illustration of the declining role of 
nationalism. Ethnic identities within nations 
and regionai groups of nations are becoming 
more important all over the world. As Antony 
Giddens has put it, "In the circumstances of 
globalisation, the nation state has become 
too small for the tug problems of life and 
too big for the sn^l problems of life” 
(Consequences of Modernity, Polity Press). 
Hutington's view of the world gravita¬ 
ting towards civilisational entities is truer in 
the case of the subcontinent. As the then 
curator of Dacca Museum, Enamul Haq, 
observed: 

A culture could not disown its past, like age 
would not disown its childhood and youth. 
To conceal one's past and reveal only the 
present is not only a fruitless manoeuvre but 
also an insult to oneself. The culture of 
Pakistan represented thecivilisaiionsofindus 
Valley as it did of the Mauryas and the 
Guptas and of the Arabs and the Mughals. 
If somebody demanded a different 
interpretation of culture under the excuse of 
^lAional and Islamic principles, it was an 
atteiigit U) belieft-le the role of pre-lslamic 
culture and civilisation in Egypt. Turkey, 
Syria. Iraq. Iran. Afghanistan and Indonesia 
(Repotted in the Statesman, September 14, 
1967). 

India and Pakistai not only sharea common 
pre-lslamic civilisation but Pakistani 
Muslims continue to be linked with and 
inspifcd by shrines, places of pilgrimage and 
centres of tsiamic learning which political 
and cultural centies of what is called Muslim 
period of the Indian history are mostly still 
siluaied in the present Indian part of the 
sidKontinem. 

We do not intend in the least to evade or 
underestimate the basic incompatibilities 
betwe e n India aixi Pakistan at national level 
which are due to the legacy of pre-partition 
and deep rooted and hislorial prepidices of 
the majority communities of India and 
Pakistan against each other, growing 
ndiitariiation and seemingly intiactable 
prabtem like Kashmir which some consider 
to be at the root of all causes of conflicts 
or of aggravating them while others consider 
ituiheconsetpienceofbuicincompitibility 
between the two nations. 


Kashmir is the single most contentious 
issue which arouses maximum pasiions 
between the two countries. It is a cause as 
well as the effect of the strained rdatioiu 
between India and Pakistan. While other 
measures discussed above would certainly 
help, it deserves priority for a real 
bre^through in mutual relations. Kashmir 
issue is undoubtedly biggest constraint and 
drag on India’s foreign policy; due to which 
it has lost much of its earlier elan, initiative 
and moial stature in the world. Pakistan, on 
the other hartd, has used the issue to launch 
a diplomatic offensive against India in 
international fora. But there was a time when 
India had used this very issue to isolate 
Pakistan from almost the whole world. 
particulariytheMuslimcounlries. Obviously 
situation within Kashmir - alienation of 
Kashmir Muslims and human rights 
violations by the security forces - has put 
India on the defensive internationally. 

However, it is no less true that lapses in 
India's foreign policy on Kashmir also 
comributed to the deterioration in the situa¬ 
tion within the valley. For militancy thrived 
in Kashmir, to some measure, due to inter¬ 
national moral support, which India lost, 
on account of the confused manner in 
which it projected the Kashmir issue 
internationally. 

Pakistan’s initial success in inter¬ 
nationalising Kashmir issue was not due to 
its challenge to the constitutional status of 
the state (as part of India) but by raising 
tlic question of human rights violaiions. The 
initial Indian response to the question, in 
the words of its then foreign minister 
Madhavsingh Soianki, was “any outside 
intervention in a member country on 
humanitarian grounds constitutes an 
abridgment of national sovereignty". In the 
18-member UN Human Rights Committee, 
India was not only totally isolated but was 
also snubbed by every member for taking 
such an outdated stand. 

India’s foreign policy, in a way, supple¬ 
mented Pakistan’s efforts to internationa¬ 
lise Kashmir dispute. For whenever and 
wherever Pakistim raised the issucof violation 
of human rights in Kashmir, India instead 
started arguing that it was an integral part 
of India; thus enlaigii^ the a^nda to include 
the question of rights and wrongs of the 
state’s accession to India and implying tbtf 
its status is disputed. 

India’s case on Kashmir rested ifii two 
main aigumenis which were repeated in every 
international forum, viz, the maharaja of the 
state used his sovereign right to sign 
instrumem of accession to India which was 
endorsed by nine elections that followed. 
Unsurprisingly h carried little conviction. 
For sovereignty of princes is loo outmoded 
a concept. Seomdly evidence from Indian 
sourcetisso abundant locondemn the fatmeia 
of moat of the electiom in Kashmir. 


Pakistan's intransigence and extent of 
estrangement on the issue of Kashmir are 
due to failures of India's Kashmir policy at 
home as well as at diptomatlc front The first 
part of the failure is beyond the scope of this 
papa. Regarding the second, an enlightened 
and self-confident government of India 
should have taken the initiativeforadlalogue 
with Pakistan on human rights violations in 
both sides of the line of control of the state 
and raised it at international fora also. Instead 
of denying the fact of violations, India needed 
only to prove its earnesuieu and institutional 
arrangimients - like independent judiciary, 
human rights commission, free press 
accessibility of international media, includ¬ 
ing representatives of Pakistan press and 
last, but not the least, an active human 
rights movement in the slate for monitoring 
and preventing the violations, India should 
have demanded similar earnestness on 
the part of Pakistan and institutional 
arrangements to check violations of rights 
that militants undoubtedly commit As apart 
from abundant independent evidence of 
supply of arms and training to the militants 
by Pakistan, the government itself has 
reiterated its “full moral, political and 
diplomatic support” to the militant move- 
ntent it is cleviy its responsibility to check 
their excesses. 

Nor need India shirk a dialogue with 
Pakistan on the Kashmirdispuieand confront 
it and the rest of the world with some telling 
facts. It was Mohammad Aii Jiimah and the 
government of Pakistan that insisted on the 
sovereign rights of (be princes whereas 
Gandhi and government of India declared 
that sovereignty belonged to the people of 
Jammu and Kashmir who alone could deckle 
their future. For this reason Pakistan should 
be bound by the decision that the maharaja 
took. Again there is enough evidence to 
show that Pakistan rejected; delayed and 
evaded, for a number of years India’s offer 
of plebiscite to decide the question of 
accession. India has never us^ weighty 
politicai and moral arguments to support 
constitutional validity of accession of the 
state to India. 

Even today, whatever be the degree of 
alienaiiott of the Muslims of the Valley with 
India, theirrqection of Pakistan IS categorical 
since it rules out (he third option of Azadi 
to than. Basically, it is on ethnic and not 
a Muslim upsurge, confined to less than half 
the population of the state which, too, does 
not favour joining Pakistan. If etimic unrest 
in the PoK (or Azad Kashmir) is also taken 
into account. Pakistan’s capacity to satisfy 
the aspirations of the whole of multi-ethnic 
and multi-religious state of Jammu and 
Kashmir will be (urtha exposed. India 
abouhl have tried to shift the onus of ending 
protonged violence and enormous KifTeriog 
oflhepeopleofiheitaieand offering posiihie 
soiuiim acceptable to them on Pakistan. 
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However for tUi tuk. ict^ fbr trade two 
dpkmiacy liiouU be fliliy utiUaed. India 
oouM tegidniaidy demand free contacti 
between its ndaiiooinlitanMbaJandleadea 
of Pak-hetd Kvlmiir as part of the ^tate as 
there exist between Pak misaiott in New 
Delhi and dissident leaden of Indin-beld 
pan of the state. 

Die Kashmir dispute is unlikely to be 
resolved by foreign policy initiatives alone. 
But they may help in restoring India’s 
international credibility and have a salutary 
effect on the minds of people in the Valley. 
Die media should be used more to inform 
the people of Pakistan than to pro voke them 
on Kashmir and other disputed issues. 

India should acquire and train expertise 
in Confidence Buikting Measures (CBMs) 
which have been tried in conflict resolution 
in many parts of the world in the last 
fewdecmles and which Micheal Krepon 
calls the growth industry of the 1990s. {A 
HmitbookofConfidence Building Meesuret 
for Reghital Security, 1993). CBMs can 
be tacit and informal, formal but privme. 
Die lint stage is conflict avoidance - to 
avoid unintended escalation and accidental 
war. 

Such CBMs exist between India and 
Pakistan like the estaUishmem of hotlines 
between army chiefs and between sector 
commanders of the two armies along line 
of actual control in lammu and Kashmir state 
and an agreement in 1992 to provide prior 
notifleation to the other side of military 
exercises involving morethan )0,000troaps 
and the establishment of no-fly cones along 
their borders. But to move from conflict 
avoidance to confidence building would 
deprnid on demands of national interest and 
response of Pakistan. It is not a question of 
ahawkishordovish policy towards Pakistan. 
If reduction of tension and restoration of 
normal relations with it is in the enlightened 
national interest.India should takeinitiatives, 
even unilateral, towards that end. 

Let me quote Mahbub-uI-Haq, most 
renowned economist of Pakistan, on the 
advantages of peace and rcductionof defence 
expenditure for the two poverty ridden 
countries. He says: 

Die two countries are spending $ 20 billion 
on defence, twice as much as Saudi Arabia. 
■ country 25 times wealthier... Die economic 
costa of the continuing coafioMaiion are 
prohibitive, but the policy-makers in 
Islamabad and New Delhi seem unable to 
tecogaisc that buman sectaity is the most 
hnponant elemeni of social security... Dm 
Soviet Union coflapied because H could not 
fhed hs people: all hi tanks, sobmarmes nnd 
aecM servlcea meant nothing. Why ipond 
a mtnkm dottm a day to contest the frozen 
heiglits afSiachia? Why not whhdnw the 
troops a few milet down the ridge Kae, 
eoatluoe to argue across a table, and save 
some money? 


Maybe Paldstaii suffen more in the hmg 
run on account itf tension with India; though 
the proxy war in Kashmir is at the momeol 
costlier for India. However, dividenda of 
peace could be much higher (br India. Itt 
imernatioiud status depends on hi itmus in 
the region. If its neighbours become 
friendlier, the legioa’s role in world affairs 
and of India, as its natural leader, could rise 
in importance winch its rich civilisation 
deserves. Die compromises that a great 
country like India nuket in the foreign and 
economic poHdea, in its obsessive concern 
with scoring points over Pakistan, have 
lowered the stature it had mice acquired. 
Militarisatioa in terms of weapons would 
inevitably swell the number of the poor in 
the country, who are already largest in the 
world and according to UN index quality 
of life itt intemational rank is 135. By 
making its people poorer, security of a 
nation does not become stronger. More¬ 
over stockpiling of weapotu also leads to 
militarisation of minds which poses a threat 
to the most civil and democratic society of 
the region. 

HorenjL PoirrTEas 

Die image of Pakistan that an average 
Indian is acquaimed with rules out a response 
to its friendship gestures and arc spelled as 
appeasement. But more knowl^geablc 
persons are aware of the resurgence of ethnic 
identities, growing assertion of liberal 
intelligenuia, and movements for human 
rights, women empowerment and trade 
unions. Diey get a setback whenever 
chauvinist forces in India become more 
aggressive. Dieir closer and more frequent 
interaction with their counterparts in India, 
who still comprise its mainstream, would 
strengthen both of them, in general larger 
people to people contacts would demolish 
many walls of ignorance and prejudice. In 
this content the unilaleni decision of the 
thcnexicrnal affain mi nisier Gujral to expand 
visa facilities wm an act ofbold statesmanship 
and in the best national interest. The viciory 
of Nawaz Sharifs party in the last election 
in Pakistan on the promise of normalisation 
of idaiions with India is the most promising 
development in the subcontinent. 

There are a few more hopeful pointers in 
ihe situation. Self-imerest of businessmen is 
farcing the I wo countries to liberalise mutual 
trade. Die volume of trade between the two 
countries - through third countries, illegal 
channeU and siiwggling- is itumifold more 
than the offlcial figures. The measures 
announced by the two erwnnies after the UP 
governmeiu took over in India to remove 
lestifetions on trade have unfolded many 
potentialities not only for the powth of diesf 
economies but also for its positive politiad 
fttilout.Por business and tiadedo not respect 
political animmitles and prejudices. 


Similarly, revolulionary changes in 
oonuminicatiM tedinology Inve ope^ up 
sides and lesiovedaationalandgBOgnphkal 
barriers for exchange of inforaiation. TV 
news and other pro g rammes, films and music. 
A south Asian cultural personality is 
emerging whicb may cbedt trend toinnls 
competitive and negative nationalism. 

In any case, whatever degree of rivalry 
remains, which often does among close 
neighbours, k could be carried on in more 
sophitiicaied maimer which requires better 
diplomatic skiils, Abriefreferenccto Nehru's 
P^istan policy which formed a crucial 
paitofbis overall fuetgn policy may be 
instiuctiye in this context. He added moral 
and ideologicat dimensions to his sharp 
diplomatic skill not only to isolate Pakistan 
but also to enhance India* s world stature. He 
tallied non-aligned movement by using its 
anti-imperialist spirit to condemn US-PAK 
arms pact of 1954 and Imer Middle East 
Defence Organisation (MEDO) under- 
playing the self-interest arfumeot of thteru 
to India security. Contrast k with India's 
soft attitude toward similar pact in the 
south-east Asia called SEATO. For it aimed 
at containing China, an objective India 
equally shared. Again, be did not condemn 
military legime of Reid Marshall Mohd 
Ayub Khan in terms of cooeexn to national 
security tail "as most naked dictatorship 
in the world". Above all, Nehru always 
tried to cultivate a consiiluency in Pakistan, 
which could respond to his world view. 
Perfwpt be would have become a greater 
world statesman and raised India's stature 
further if he had not reflected his nation’s 
prejudices against Pakistan, aibeit in a 
sublimaied form. 

In post-Nehru era, gradually India’s foreign 
policy was mortgaged to an aon-Pak 
objective. A (mcess started to abdicaie its 
global role and make it subonhnile to this 
objective. A stage came when Pakisian led 
the non-aligned block of which earlier k 
would not become even a member - on an 
issue like Bosnia on a resolution in UN 
which had tacit American sympathy. In a 
coumry where, according to Atal Bihari 
Vajpayee (in his address to partiaineai as 
prime minister) majority community has 
developed a minority cornpiex. where some 
ciatkiiul parties have contiibuled to creating 
a seige mentality and seiue of insecurity in 
the country despite having become much 
stronger militarily and mdustrially sinoe 
Nehru days, where physical force is 
contideied aa tire only teioedy to deal with 
alienated ptutt Hke Kashmir, where concept 
of natioMlism is trying to exclude all those 
who do not believe in bindutvs versiaa of 
Hinduism and wtwse teadetship has aeitlMr 
a vitiott nor an ambition of a world role, g 
foreign miniticr and fbteigtt ofltce ban Biria 
options except to aspire lor a stsinof party 
Pakistan. 
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Motlshonpldtfometlt'nswcitsin Hazra- 
thelaatst ever built in Ma 

L&rs engineefins and 
construction capability is 
aNgned to the needs of the 
country. Our products, proiects 
and services meet the demands 
of the core sector. In the 50th 
year of Indian independerKe, 
we re-dedicate ourselves to the 
service of the nation, pledging 
to be a world-class company, 
committed to excellence and 
professionalism. 
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o MAXM ORDERS 

• Platlom and pipeline supplied on 
EPC basis to ONGC. Tiineiy 
completion reaffiims LATls world class 
capabilities 

• Four cement plants supplied and 
commissioned Orders recen«d tor 
capacity up^adation of more plants 

• Critical equipment tor fertilizer majors 

• 1000 MTPH wotjbler feeder - 
manufectuied to the desisn of 
Hazemas, Germany 

• Coal handlins systems and limestone 
feeder supplied 

• Pieshsious switchboard orders from 
Essar Oil. IFFCO, Birla Celluiosics, 
Reliance Petroleum 

• Trivector meters launched. Major 
orders executed tor SEBs and utilities 

• Construction machines ■ 85-tonne 
dump trucks manufactured 
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{=> CONSIRUCnON- 
Undmark Proi|cets 

• Sbvictures for me^ cement, power, 
steel and petrochemical pl^, and 
refinertes 

InfFUtructura - a thrust ««• 

• 166 km Rourkela-Sambalpur Hishway 

• 475 metre flyover in Murnbai 

• Cross<ountry pijoeline under Vemma 

• 100 km railway electnfication project 
Ordm for • flyover in Bangalore 

• jetties at Mundhra and VMinar 

• 1.3 km bridge over Narmada on 
BOOT basis 
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LiTi new MriasementDevelopmenI Centre 
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o CEMENT 

L&T IS Incka's seccxid largest producer 
of cement 

Ojtput 5.4 million tonnes 

O MTERNAnONAL MJSMESS 

• Equipment and projects for the 
Middle East, South East Asia, the Far 
East and latm America 

• Zemograd (Russia) township 
completed 

• Cemert exported to UAE, Sn Lanita 
and Myanmar 

• Software consultancy ter USA, 
Europe, Japan and South East Asm 


o HEW phojects- 

Surgins ahead 

• 574 MW Bhilai power project 

• SOO mW power project in Hassan 

• Joint venture with Komatsu. Japan, fa 
construction machines 

• Glass container project starts 
production 

• Janr vermae with Samsung 
Electronics, South Kaea, fa telecom 
products 

• LM Intocity limited, for softwaie- 
cum-techriology park m Hyderabad 

• International Seaports Pte Ltd - jomt 
venture for eJevdopment of ports 

C> PROSKOS 

• The jxojected 7^ growth m GDP 
and emphasis on infrastructure 
devetojament will open up 
considerable busm^ opporturtties 

• Steps to strengthoi f K capabilities 
should yield nch reinerds 

• Cement business holds very good 
potential 

• TQM efforts will enhance 
ciampetrtiveness 
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REVIEWS 


In Search of the Indian Nation 

Gail OnTcdt 

NatioiiaUain withoat a Nation in India by G Aloysius; Oxford University Press, 
Nevr Delhi. 1997; pp 261. 


There cumot be • nation woitii the name 
unleu and until all the people of the land 
of King Bali - such os Shudra and Ati- 
ibudra, Bhilt and fuhermea. etc - become 
truly educated and are able to think 
independently for themselves and are 
uniformly unified and emotionally 
iategrated. If a tiny lection of the populatioo 
like the upstart Aiyan Brahmans alone were 
to found the 'national congreu’ who will 
take note of it? 

- Jotirao Phule, Selected Writings, 
Voi II. p 29. quoted Aloysius. p IS2. 

SO wrote Jotirao Phule in the 1880s. We 
have been tued to thinking of the movement 
for which Phule was the most brilliant early 
spokesman as a 'social reform’ or 'social 
revolutionary' movoment, a movement for 
the libertiion of the oppressed from caste 
and related forms of social discrimination, 
asocial movement in contrast to the political 
nnovement of nationalism. That has been the 
accepted intelleaual interpretation ever since 
' the phrase ‘social change first or political 
change first’ symbolised theconflict between 
Tilak and the social reformers. 

Now, in a significant new interpretative 
study of Indian nationalism, G Aloysius 
reverses the usual tendency to see the high 
caste-led independence movement as the 
'nationalist' movement, the core of Indian 
peoples' struggles during colonial rule, and 
inst^ analyses it as mainly a high-caste 
movement with a dual purpose, achieving 
independence and maintaining the basic 
structures of a society which they ruled. In 
contrast, the soda! movement of the low 
castes was, according to Aloysius, truly 
nationalitt not simply because it sought to 
create the “social feeling...a corporate 
sentiment of oneness which make those who 
are charged with it feel they are kith and kin” 

(in Ambedkar’s definition, cited 153) that 
nearly all agree is at the core of nationalism. 
Ambedfcar, and Phule and others before him, 
went beyond this accepted definitioa of 
'nation-tMikhng' loarguethat the foundation 
of this sentiment of oneness could only be 
provided by adestruction of caste hierarchies 
and elite exetusiveness. Thtts. what others 
are now describing as a 'dalii-bahujan 
movement' was, in Aloysius' terms, the trae 
political nationalism. 

Aspectsofthis popular nationalism, which 
had its roots in the Indian past and emerged 
inamodern form with cokmialnile, included 


a variety of struggles: fights for edstasium, 
teen as the key to human empowerment (the 
first known agricaltural labourers' strike in 
India, as Aloysius points out, was for the 
right of their children to sic in schools with 
'savama' children); struggles for religious 
equufiVy from efforts at templeentiy (the fint 
known being in 1800, when dalits were 
murdered for trying to breach the Vaikam 
temple in Kerala to conversion movements 
(which often in India took the character of 
mass movements of lower castes and were 
seen on both sides as efforts to break out 
of traditional caste barriers); challenges to 
dress ntles and regulations; opposition to 
traditional forms of agrarian bondage by 
agricultural labourers and other rural poor. 

Thus a whole host of struggles emerged 
which sought, i n terms someti mes used today, 
to constitute the ‘civil society' of a nation 
and, in challenging traditional caste 
hierarchies and power relations, represented 
a movement for what Aloysius calls the 
"homogenisation of power within culture" 

- that is. for sufficient equality within Che 
nation to provide a base for the "sentiment 
of oneness”. And while many were the fights 
of illiterate labourers who left no written 
records behind them, the movement also 
producedintellectuals who argued vigorously 
and boldly for the creation of new political, 
economic and spiritual relations in Indian 
society - Phule, Ainbedkar, Periyar, 
NarayonaGuru, Swami Acchutanand, lyotee 
Das, Bhima Bhoi and many others. Sharad 
Paiil has argued that this movement was one 
of an Indian 'Enlightenment' in contrast to 
the more familiar, and revivalist, 
'Renaissance' of the elite. Like the 
Enlightenment, it put humans at the centre 
to ruthlessly criticise existing forms of 
hierarchy and religious superstition; but it 
was different from the European 
Enlightenment in representing a more social 
form of liberaliam. 

These papular struggles were primary, 
both in lime and in constituting the driving 
foree of soda! change in India. In reaction 
to them as much as to colonial rule arose 
the nationalism of the elite with its dual 
purpose of wresting power from the British 
and fostmng the iminienance of traditional 
caste society, though in a recomtiucted and 
mcKfeniised form. Aloysius calls this‘cultiinl 
n«ionaHsm’ becwie it invariably included 
three ma^ themes; Vedic brahmanism as 


the cuhunl core, a pan-Indian toilMrial 
klentiiy. and an antagonistic polaifQr with 
the west and Its *modeniltyin other wofdt, 
a political Hinduism, or a Hindu cultural 
nationalism. Let alone Gandhi, even the 
sui^XM^y secular Nehru - as Aloysius 
shows in a discuision of his Discovery of 
Mia - todi for granted a view of history 
wfaidi taw Vedic culture u the core within 
which 'non-Atyan' and ether eler.ients were 
assimilated, and with the caate system 
fuiKtioningaiabasically harmonising system 
for this abtoiption. 

The theoretical basis for his revision of 
accepted views of Indian nationalism is what 
Aloysius calls his sociological interpretation: 
modem nationalism is not centrally about 
the achievement of a 'nation-state,' ttate- 
buihhng, or the expulsion of foreign mien. 

It is about constituting a modem nation 
which includes a sense of community, 
eipiality, political rights. 

This will be a comrovenial thesis, so let 
us look at some of the problems it raises. 
Some of these have been posed by Shashi 
Joshi in a review of my own book, Daliu 
eutd the Demoeratic Revolution. Joshi puts 
aquestion; how did the 'dominant' nationalist 
idMiogy achieve and maintain such a 
thorough hegemony? What are the reasons 
fortheideologtcal andoiganisational failure 
of the popular movement - whether we call 
it a social movement or one of ‘political 
naionalism' - to pose a teal alternative? 
This is a problem that has its roots in Indian 
history. Joshi' spoint can be quoted at length, 
because it represents a well-worked out 
theoretical interpretation of Indian history; 

What made the caste system an intrinsic part 
of the worhi-view and way of life of the 
exploited os much as that of the exploiten? 
Why wu the rangeofhiefaivhic cases within 
the toiling and oppressed acceptable and 
internalised as part of the power relations 
in society? Why did movemcnii for a 
reordering of power relations in socieiy such 
as the Buddhist and Jain ideological 
inierveniions not lead to a systematic large- 
scale revolt and radical rupture? Why, 
Instead, did they function like a slow 
molecular transformative' societal force, 
often lecciviiig royal and political punuMge? 
How should one grasp the nature of these 
equaliiarian movemenu which modified the 
pre-existing matrix of power to a degree and 
compelled the dominant cultural castes and 
discourses to sccommodste Ihem? Csn the 
ensuing results be setiouily taken u the 
great medieval synthesis? we accept 
this pnnetn as the specific Indie maiuMr of 
rnoving towards an expanding socieui order 
in wbieblbc nucleus of power does not jump 
out ftoffl the centre u llw perijihery but only 
nctaroorphoses in time and space?Canoae 
- howsoever unevenly - conccpiunlite a 
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oifMif iMlathimfclilaaiid eqnilifarluau 
to Mctoty when the lelatiM beiweea the 
power micletM and the bicrHcUc potoa in 
retatioi to h eeteUiih • dialectic of aoru? 
(Smiuar, June 1997.) 

Joahi here ia describing the nature of the 
brahmanic-'Hindu' synthesis - with an 
enqihasisonHs reformist and accommodating 
nature, as opposed to the exploitative and 
oppressive aspect that Aloysius (and I) would 
stress. The question be asks remains: why 
did this particular ideology/social structure 
achieve hegemony? Why could it maintain 
hegemony - though in an updated form - 
in the colonial and post-colonial stage? The 
answer to the two questions will not 
necessnily be the same, since a feudal- 
agrarian economy has different constraints 
and exerts different pressures than a 
modernising capitaiist economy. 

From Joshi’s point of view we would see 
the movements described by Aloysius as 
presenting new demands and forms which 
the very flexible hegemonic ideology had 
to - attd did - take accoum of. It did so 
sufficiently to maintain its force well into 
the post-independence era: even today, 
though ‘bahujan power’ is on the upsurge, 
the dominant phenomenon seems still to be 
struggle between various jatts. 

The past power of the 'Indicsymhesis’flet 
us call it a brahinanic synthesis) can 
undoubtedly be related to the strengths of 
casteasaformoffeuda) ordering or rrJations. 
Its maiuined hegemony in the colonial period 
was, according to Aloysius, for somewhat 
different reasons: the initial dominance of 
education and articulation, together with 
resulting powers or organisation, gave the 
elite a lead that was difficult to contest for 
the poorly educated, only slowing emerging 
dalil-bahujan intellectu^. In contrast, the 
movements he describes were fragmented 
organisationally and without any Indiawide 
intellectual articulation. (At one point he 
aigues that whereas in Europe, the elite 
provided the ideology for a democratic 
nationalism, in India the educated upper 
caste elite provided the ideology to nuintain 
a modified form of group hierarchy, the cul¬ 
tural natkmaiism: here the very edhicalionai 
back wtrdness of the lower castes was cemial 
- and this backwardness remains today.) 

One aspect, though.of thiselHe hegemony 
needs more stress, and this was the function 
of socialist ideology in India. Sodal>.vm was 
abttdutely crucial for this modernising of the 
‘Indie synthesis'. Socialism (in vague Marxist 
form) was useful (o the elite in several ways: 
(1) il represented a powerful intellectual 
force claiming worldwide salience that totally 
rendered trreie vara the question of caste; (2) 
it provided the ideologicai basis for a 
managed economy which gave a hmg- 
standtog fillip to the brahman bureaucracy, 
aaoppowdioralherupstaftbaniu who from 
timetotime bad aaiociaiedihemselvea with 


the bahqjan mowment; (3) it gave the elite 
an opportunity to claim thimselves to 
fcpresM - as patty leaden and activists - 
the greatest fom for equality, seeming to 
fulfil at ieatt some mass demands, (4) by 
making land reformt central to diisit provided 
for equality at the bottom and focused 
struggles among the lowesi and iow-middle 
caste sections while leaving u a secondary 
matter the question of education and 
intellectual dominance. There is nothing to 
striking at the degree to which the elite hat 
promoted lattd reform on one hand, and 
dragged its feet on universal compulsory 
primary education, on the other. Sodalisra 
was thus, in the Indian context, a brahmanic 
socialism, or what Mare andEngdsdescribed 
as 'feudal socialism'. 

One of the faiiutcsof (he popular nationalist 
movemem was that it was nearly totally 
enthralled to the elite version of socialist 
ideology. Early radicals like Phule centred 
his thrust against the bureaucracy: early non- 
brahman Communisu likeSingaraveiu talked 
of the peasantry; but Marxism provided a 
seductive intellectual justification for 
directing organising to that of wage litoourers 
versus private property holders. Ambedkar 
himself accepted this until nearly the end of 
his life, talking of 'stale socialism' - until 
he sought to provide a kind of aheriMtive 
Buddhist-linked economics. But neither 
Phule't targeting of the brahmanic bureau¬ 
cracy nor Ambe^ar's late-in-life search for 
an alternative economics has had significant 
influence. 

The other major gap in Aloysius' 
interpretation is his ambis^enoe in dealing 
with peasant movements - indeed, this may 
represent an ambivalence of all dalil 
intellectuals. On one hand, he wants to claim 
the peasant movement as such as part of 
his 'political nationalism' - and certainly 
struggles such as the Deccan riots are 
mentioned - white at the same time a good 
number of intelleciual leadership came from 
men of the middle castes, who gave a good 
deal of atiention to the peosam movement, 
including Phule and Periyar. But, on the 
other, he defines the peasant movements 
which he is concerned with as those of the 
ninl poor. low<aste and dal it agnculiural 
labourers and tenants, against agrarian 
bondage. This leaves out totally the 
tremendously varying forms of peasant 
struggles in the colonial period: against 
moneylenders, against forest officials and 
their oppicssion, against high taxes of the 
colonial state, even (as the Satyashodhak 
revolts of the 1920s showed) against farah- 
manic claims to purity. 

The proMem, of course, is that many of 
the peasants involved in these straggles - 
middle caste, classed as shudrai' but 
claiming a higher position in the caste 
hieraidiy and inclined to aim at near-kshairiya 
models of dominance - were sometimes the 


(UnctcDemietofiMiorpeatMit.'ndsdtoiiiM 
has plagued all the popular movemeals of 
India; allthenu^kwlmofthemovcaeut, 
from Phule to Ambedkar, sought to bridge 
it. and ail the representatives of (he elite 
tougbi to build on it. 'sbudra' peasants and 
artisans together with ‘ati-shudra* dalitt 
constituted the real potential majority. 

Yet this majority could not emetge as a 
unified force in colonial Indiaanditisequally 
hampered today. Ambedkar himself tried, 
with an anti-landlord straggle in the Koofcaii 
that brought .together kunbi and mahar 
tenants; but this did not survive as a potiucai 
base be could draw upon. Kansbi Ram has 
tried, in his own fashion today, but the daiit- 
OBC alliance of UP broke up, with resuia 
that are familiar to all. 

One of the still-valid cliches of studies of 
nationalism is that the peasantry lies at its 
base; rooted in the soil of the nation, peasants 
are the core of the people. But it was the 
unique feature of the Indian social stitictiiK 
to fragment tbepeasanicommunity, not only 
in the ciystallising of adivision between rich 
and poor, wage labourers and landowneis 
in terms of caste distinctions, but also in 
extracting various agricultural fonctionsfrom 
the peasant household and distributiitg them 
amongcaste-defined artisan speaalifts.This 
institutionalised hierarchy in a paitictdaily 
virulent form and was iIk main basis on 
which the upper caste totcliigentsia- priests, 
clerics, administrators, record keepers, 
genealogy keepers, etc - could maiiHaiii 
their dominance, it wasquite naoiial thtfihe i 
elite never had the goal of breaking down 
these barriers, uniting the fragments iMo a 
true community - tlM problem was rather 
that the 'polittnl nationalism’ described by 
Aloysius also failed, in the end. to break 
through the divisions between and among 
shudra and aii-shudn’ to build what Phule 
called "a nation wonh the name'. 

This failure cannot be Mamed simply on 
elite hegemony: this could move in the 
vacuum and take advuitage of divisoM 
among the people, using botha reinleniRled 
hmduiva and the seductive ideolt^ of 
brahmanic socialism. The gieaier failure was 
that of the popular movements to anile, lo 
overcome their imetml divisions - which 
required an e m e rgence of a dalil leaderridp 
and of bahujan leaders willing to work ariih 
them. Thus we can argue that the key to the 
failuresofthe past, and thepotentialfucoeims 
of the future, lie ia working out the 
relationships between daiit and peasant 
movements. Today, in the chflerent context .( 
of a globalising world, as both confriml an i 
incrensingly vigorous market economy ia 
which bureaucrats and induitrialista 
continually strive to divide up power, ito 
question of unity remains the key. At 
Aloysius shows, the issue IS not siwply onn 
of ‘social justice' but of nnionid hllMity 
itself. 
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Relocating Freedom 

VUcMh N Puidey 

Midiel Foucault and (be FoUtici of Freedom by Thomas L Dumm; Sage 
Publications, Thousand Oaks, 1996; pp 167, $ 42.00 (cloth), $ 18.95 (paper). 


‘As there is no power without resistance, 
there is no resistance without freedom’ 
(Oumm: 108). 

POST-STRUCTURALIST debate has 
pointed out that given the detenninism of 
structures, change can only be episterao- 
logicaily super-imposed. At the same time, 
human agency niakes things fluid and 
therefore, ‘oider’ is an ontological impossi¬ 
bility, to be imported back from outside. In 
efie^ both the radical urge for revolution 
against oppressive structures and a humanist 
h^ of libera] pluralism based on inviolable 
co^licnsof human existence, are modonist 
reasons for suppressing the ‘other’ voice in 
the name of emancipation. Fbucault makes 
one such significant intervention through his 
breathtaking works on the archaeology of 
knowledge/power and genealogy of prison, 
madness ai^ body. 

However, in the life-span of post- 
stnicturalism, there has been a moment of 
shsp inner-differences. Foucault had daimed 
that the hi story of silence and madness “would 
provide an account of the forces that 
combined to produce this impenetrable zeme” 
(Bc^ne 1990; 58], Derrida said that this 
projm is falladous as it assumes “that one 
CM reach out and into madness by the use 
of the very instrument (language of tea.son) 
that had previously banished it” (ibid: 56). 
Oenida, further, questioned, “...is not an 
archaeology, even of silence, a logic, ...an 
organised language...an order, a syntax, a 
work? Would not the archaeology of silence 
be the most efficacious and subtle resto¬ 
ration, the repetition... of the act perpetrated 
against madness...” [Derrida 1978:35]. We 
also know that Foucault, alter a long silence, 
accused Derrida for his act of “reducing 
discursive practices of textual traces”: “I 
would say that it is a historically well- 
detennin^ little pedagogy...teaching...that 
there is nothing beyond the text, but that 
within it...” [quoted in Said 1991 ;213]. Thus, 
Foucault kept on talking about transgression 
in contradistinction to deconstructionist 
strategy of closing reason from the inside. 

It seemixl as if the impasse continued till Roy 
Boyne argued that Foucault, without 
admwledging, moved closer to Derrida in 
hitDucpIineaadPimLshlBoyne 1990:1 II]. 
Foucault, indeed, wrote, ‘The carceral 
network does not cast tlM unasstmtlable 
into a confused hell; there is no outside’’ 
(1979:301; emphasis added). 

Given this unacknowledged post- 
structuralist truce, there is a case for re¬ 
reading Foucault; almost a Dctridian reading! 
Ihimm does precisely this in the present 
book and does it brillimtiy with remarkable 


lucidity. Dumm’s attempt, though as a 
thorough discipleof Foucault, is not a simple 
rehearse which one finds in aixindance th^ 
days in the book market His book thinks 
through Foucault and is an important 
contribution to the debate on the politics of 
emancipation in contemporary post-USSR 
world. Also, Dumm’s is a significant and 
thought-provoking intervention in one more 
sense. As mentioned earlier, post-structuralist 
critique of modern oider/rationaJity/logic. 
with special reference to Foucault’s critique 
of mo^m ‘episteme’, has been under severe 
attack. It has been argued that if we take this 
‘hyperbole’ seriously, it would ”lead only 
toourrattlingthcchainsof our confinement” 
(p 70). Foucault has been condemned for 
suggesting that the contemporary disci¬ 
plinary society interlocks human kind to a 
perpetual confinement. The idea of ‘carceral 
network’ which has ‘no outside’ is so total 
that freedom is impossible. Thus, this turn 
in social philosophy is retrogressive and 
fatalistic because it teaches us the futility of 
struggle and thereby meekly surrendering to 
the power which runs through the veins of 
our social body. There is no place for 
resistance in such gestures. So. the question 
is; “Is freedom simply unthinkable if we 
think with Foucault?” (p xi). 

Dumm has taken up this challenge. By 
discussing (a) enclosures of formal freedom 
as transcendemal peaceful space; and (b) 
concurrent normalisation in disciplinary 
society and its transgression from within, 
Dumm has argued that Foucault re-locates 
"freedom's presence in the infrastrucUire of 
political Iifeitsetf'(p4). According to Dumm, 
Marxists, liberals, communitarians, 
utilitarians, democrats, communicative 
eihicists, fascist natioiudists all strive for 
life’s meaning outside of the struggles 
constitutive of politics, with a desire for a 
sacred space called frcedom.ThoughGalileo 
had desanctified the sacred space of the 
Middle Ages, the political discourse 
continued to stabilise the meaning of space. 
These stable spaces denoting a desire for 
ontological ceriaiiuy, suppress the openness 
and thereby constrain the practices ttf 
freedom. Our modem notion of freedom is 
closely lied to this notion of space which is 
utopias. It h a space with perfect ideals of 
the governing principles. On the other hand, 
there is anoito space: heterotopias, i e, 
“something like counter-sites, a kind of 
effectively enacted utopias in which the real 
site, the other real sites that can be found 
within a culture, are simultaneously 
represented, contested and inverted” (p 39). 
This spaceofheterotoi^canstanily disrupts 
and undemunes the ceilainty. cloiure and 


givea rise to an open and 

through which resistance Is enacte d, la ty 

noUoir of space transgression is, t btreftne> 

in-bdlt. ft tells us that there is no tianseondoiit 

freedom which can free us ftom the Htnfti 
of existence. In fact, the trensccnd ait spew 
of freedom closes the possibilities of ft®***® 
as pure axis, whereas openness of sp«* 
assures us that there are “other ways to live 
and siri veto be free”. Seen this way. freedom 
“...Is not a distant flight away from the 
conditions of our being but, instead, a 
metamorphosis, or morphing, of the virtuality 
of our lives, building concretely upon the 
experience of the present so as to realise our 
freedom as practice” (p 15). 

An urge to secure formal freedom as pure 
ends creates the enclosure of identifleation 
(for example, nation, race, caste, creed) by 
pie-flxing our lives'meanings. Inthis homo¬ 
genisation of identity.the very lineofdifieienti- 
ation starts disintegrating and the certainty 
to where we belong gets eroded. Thereby, 
the locks open up arid along with it the possi- 
btliiyto escape die enclosures starts emerging. 

Based on this lived (rather than purely 
imagined) domain of space and frenlom, 
Dumm iooksintoIsaiahB^in'sfamous essay. 
Two Concepts of Liberty’. In this essay, 
Berlin has argued that tbm are two ways 
of being free: (a) a self-abnegation by being 
obedient to the law of one's own making 
(Kant!); and (b)a self-identiflcation with the 
larger ideal larger law of reason (Marx!). 
According to Berlin, it is only through 
irreducible minimum inviolable ri^u (space 
of negative liberty) the condition of freedom 
can exist. Thus, he asserts, even for the 
exercise of positive liberty, protection of 
absolute value of liberty is must (pp 49-54). 

Dumm finds, in this assertion, a 
Foucaultian evidenceof a particular working 
of power. By making the norm of negative 
lib^y as the foundation of social, it is 
elevated to the status of nornul/natural: 
“Normalcy becomes the silent arbitrator of 
the normative" (p 56). Asiftheachievemem 
of freedom de^nds upon the barriers of 
these pre-fixed norms. When Berlin 
proclaims the necessity of supporting the 
post-second world war, cold war liberal 
position, the tyranny of liberalism gets 
exposed. Berlin asserts that we nuist accept 
liberalismfthough it is only a relati vely valid 
choice)because the alternative iseven worse. 
We must become liberal because there is no 
other possibility. Thereby, “...liberal 
pluralism... denies its agents the capKity to 
think through... preventing its (own)exercise 
as a concrete practice, nuralitm on these 
terms may be permissible only for those who 
will not exercise it” (p 59). In other words, 
one can be free only by being obedient to 
the external liberal norm. So, llberaHsm It 
“paradoxically free only to the extern that 
ita governing principles are free” (p 60; 
ahnoil as the end of hiuory). 

Through this twist liberaHim acquires the 
excuse to sui>]ufate/annihilate otbm in the 
nameoffreedom.Rec ut rertv)oleii ce lnnkted 
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byifaeooloiiUpowmiMKtiMntlnveiltdi^ 
warfare* under the negis of liberal 
democradea in the name of defending 
fraedom are the grave dangea of Ihii formal 
freedom againtt which Pbucault warm ut. 
“...liberaiim laai libenliim doea** ia the trap 
of metaphyiical freedom offered by the 
dad^iiuuy society (p 61). 

This Mnp lu diractly to the movement 
from sovereignty to (he ayitetn of rights in 
the modem tiroes. Tluough these shifts, 
“...prisons resemble factories, schools, 
barracks, hospitals, which all resemble 
prisons" [Foucault l^:228].Diimm quotes 
further '‘Wars are...waged on the behalf of 
the existence ofeveryone; entire populations 
are mobilised for the purpose of wholesale 
slaughter in the name of life necessity; 
massacres have become vital." “If genocide 
is indeed the dream of modem powers, this 
ii...because power is situated and exercised 
at the level of life..."; “...modem man is an 
animal whose poluici places his existence 
as a li ving beingin question" (Foucauil cited 
on pp 128-30]. “...the politi^ situation of 
the modem ate is unique in regard to the 
threat that its form constitutes to human life 
ilseir (p 130). 

And ail this for the sake of liberal freedom 
or fundamentalist rescue operation against 
a loss of cultural identity. In this context, 
Dummlakesusinio the hcMofthe discourses 
of freedom where the fake line between 
fundamentalism and liberalism evaporates. 
Communitarians like Sandel have appealed 
tocommunal. traditional and Christian ethics 
inorderio secure freedom by re-habilitating 
the 'voice of community'. Dumm 
demonstrates that faced with its own limits 
post-disciplinary normalising desire wants 
stable identities for itself andcurtail practices 
of freedom of 'others’ again in the name of 
freedom. This desire has its collaterals in 
various fundaroentalism which also aspire 
to re-establish order by a return to antedate 
values. He writes, “llieir own desire to 
impose order on others is so intense (hat it 
contributes to the obliteration of others 
through both its metaphysical and physical 
incitement to violence” (p 136). Indian 
culluraliits (defenders of sati/primordial 
identities) who argue that the onslaught of 
‘westem’ has led to a ‘loss' in the orient and 
thus, such mobilisations are emancipatoty 
protests to re-gain cultural identities, may 
take note. 

Dumm does a contextual review of 
Foucault’s exposition on how these 
totalitarian gestures are related to the 
changing operatioM of power from medieval 
(sovereignty/spectacular punishment) to 
roodein era (bourgeois law/Penopticism). It 
is this Item of Poucaultian disoourM which 
las anracted most of the admiration and 
protest. Arguing that this marking of lifeand 
process of ‘fte^ng everyone in place’ is 
only one side of the story. Dumm invokes 
foocauft's render. Foucault had clarified 
that power Natioitthip cannot be leduced 
to the slatis because that would imply that 


it it“no( a wnrid orpnwar btAMieof ptnMr- 
iesmess’* (p 20). tiiaetd of beiiigteta), any 
system of power relation is vulnerable 
because It ooiaaint “a launtdisonlertlireaien- 
ing to break out...because iL..(it) designed 
to recreate the threat that it waste eliminate" 
(p 90). Dumm, along with Foucault, 
demonstruesbow ‘thestrat^icdispiacemein 
of sovereignty from the immaterial 
corporeality of the king to the more gerwral 
circulation in society' takes place within 
the sites of bodies and raises the scope of 
transgression (p 86). This reminds me of (he 
‘marxian’ moment of development of 
capitalism from within the wombs of 
feudalism; though, probably, V ven his almost 
sweeping judgment on Marxism at a unified 
and totalising discourse, Dumm would rather 
preferto see this as Derridian turn of Foucault: 
nothing isoutsidetbe text; 'differance' rather 
than dialectic. 

Indeed, ordering is al way tpwtial. Precisely 
because madness and delinquetKy indicate 
both: prison and radical otherness and thus, 
a hope that ‘order’ is always liable to get 
subverted. To be, prison will always need 
delinquents and therefore, its normalising 
will ever be incomplete. This failure of the 
disciplinary society is Foucualt's possibility 
of resistance and the politics of freedom. 
This deferroem (a play; differance?) also 
(caches us thtf “...the resources for the 
resistance lu disciplinary society are not to 
be unearthed in formal freedom, that is, the 
rights permitted by disciplinary rqpmes" (p 
1 IS). On the contrary, the “...activities of 
freedom is in part transgressing the 
boundaries between discipline and 
indiscipline" (p 117). This requites us to 
look not (owarck outside of life but into the 
modes of life and possibilities of existence. 
Thereby wc can uncover “not only the terms 
of our impnsonment but also the conditions 
of our freedom” (p 78). 

Let us rec^titulate by way of summary. 
Dumm has argued for a freedom as political 
practice rather than being a metaphysical 
iocttion. This argument hu been developed 
by examining (a) spatial enclosure behind 
the formalist concept and how heterotopias 
exposes the oppression in the name of 
freedom, enabling, at the same ume (he 
practicality of transgressing these enclosures; 
(b) how liberal agenda, based on (he spatial 
enclosures, confines freedom and actually 
codifies the world so that marginalities are 
created and condemned into a stage where 
they are not to exerciK their freedom. This 
is evidem in the disciplinary society and iu 
operation of power and interlocked 
knowledge of liberty; and (c) possibilities 
of transgressioii in (he contemporary limits 
of discipiinaty socidy. so to nesurrect the 
idea of resistance and freedom conuined 
within the critique of modemiiy. As the 
disciplinary society attempts to make 
evoyihing normal, everybody alike, it 
releaies twin processes; (i) by reprodudiig 
a[)normal, nomatiiy geu ended; and (ii) by 
homogenising, occurs a lo» of identity and 


coltiiniy. Tb^ resides, in tMe 
dMdentiflemion, theescspeftemeneleuMn; 
This is the practice of fteedom » a poliiics 
ofbeing within and witiKxit at the tame time. 

In (hit sente. Poucauit’t politics of 
freedom, in thetcUingphrise of CatypiitlirBi. 
is “(i]n the face of noimulitmg and aggimt 
it” (quoted on p 137). It it ‘a prajM of 
“living counter to all forms of fascitiii."TUs 
fascism it both within us and over us. It 
makes our lives easy as it makes the lives 
of others hard. But we are never so certau 
as what the tine between us and other is. The 
struggle (is)...no( to determine where that 
line should be drawn but to find ways to 
erase it’ (p 152). It means practising freedom 
rather Uijm fixing it in some transcendental 
dividing line, be it culture, nation, liberty, 
race or religion. 

And here the irony of Foucaultian pohlict 
stares back atiudf: how to be against fascism 
when any critique of fascism can never be 
possible without drawing a line between ‘it’ 
and ‘others'?The major problem with post- 
struchiralisnHs), as pointed out by several 
scholss, isthat it accuses ochen' forcreatiQg 
boundaries, ordering and totalising, but this 
critique is made possible only by its own 
act of creating ‘others'. For example, 
homogenising and naming 'modernity' itself 
creates the possibility of its critique. 
Similarly. Marx and all modesffbnnsofpaat- 
Marx debates have been reduced into an 
average called 'Marxism' and thereby 
dismissed as “nothing but a shade of 
modernity". Dumm while presenting an 
intense and rich critique of liberal freedom 
adds only one or two lines of (sennoo-like) 
proclamation damning the entire range of 
radical practices, subsuming them into 
'positive' freedom. Asif ilweisnottifTerence 
between liberal and m,irxian politics or 
between Gramsci and Mussohni* By this 
gesture of homogenising various radical 
practices of freedom. Ihinim denies them (o 
have iharown momentsof resistingfreaaled, 
invening/inverted, opening/closiitg and 
thereby transgression. One would have 
expected to see a critical engagoneat wMi 
the problem of (otaiisifigfnormalisingunder¬ 
currents of post-stiucturalism in general and 
Foucault in particular as well (given Dumm’a 
immediate concern). By overtooking thie 
question. Dunun has also ignored hit own 
'modernist' gesture agaiosi wbteh he has 
written a stimulating book. However, 
notwitbsiandingitsowngapsof lelf-reflexi- 
vi^. Duinm’s work isanintensecngageiBeei 
wiUi the Poucaultian iraiqt md mnsgresBon. 
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Second Aiiport for Mumbai; At What Cost? 

Saaumtg Baaerjee 

Railways Across Villages: Crldquc of the ProposedNew Intematioiial Airport 
for the City irfMuiiibai by Ritu Dewan with Sandhya Mhatre; Himalaya Publishing 
House, Mumbai, 1997; pp 134, price not mentioned. 


YET another costly version of the ruinous 
Sardar Sarovar Dam and the Enron power 
project, is in the offing. Tlie govemmeni of 
Mahanushtra has signed two memoranda of 
understanding (MOUs) with the multi¬ 
national Airports Alliance Consortium 
which includ^ Mott MacDonald and the 
Hinduja group, to build a second airport for 
Mumbai - involving a budget of Rs 12,600 
crorefat 1996 rates)-to replace the present 
one. The project, if implemented, will 
dislocate 16.000 odd people from at least IS 
villages in the Rewas-Mandwa region of 
Maharashtra, which has been selected as the 
site for the proposed new airport. The 
argumem for another airport, as offered 
by both the state government and the 
multinational consortium, is that it is 
necessary for handlingin thecomingdecades 
the giov^ in passenger and cargo traffic, 
which the present aitport in Muml^ will not 
supposedly be in a position to cope with. 

Ihe authors of the present book have 
marshalled exhaustive data - collected from 
field studies in the particular villages which 
fall under the propewed mega-airport project 
- to be able to enlist from their leaders not 
only sympathy for the villagers who are 
going to be ousted, but also support for any 
fimire snuggle that they might launch to 
resist their displacement (as is being fought 
now by the victims of the Sardar Sarovar 
dam and other ‘development' projects after 
these projects had alre^ been launched). 

Thru types of economic activities can be 
discerned in the Rewas-Mandwa region. Hist, 
cuitivatioa by small and marginal fanners, 
srithaidativelylatgecompanenlof villagers 
also employed in the non-cultivating sector 
like services which suppiements earning from 
agriculture. Secondly, there are the tribal 
population, who were original owners of 
land that bad been appropriated from them 
by non-iribals, as a resuhof which the tribals 
l^y work as labouiere on that land. The 
thitd is the fishing activity earned out in the 
deep seas for ei^ months, and creeks, 
streams and shallow waten during four 
fflooiluof themonsoon. In all these activities, 
women play an important role - whether in 
helping in cultivation, or in collecting 
fhewood(inlhetribal households), or among 
the fishingfoOc, in (what the authors describe 
as ‘shadow* activities) unloading, sorting, 
gmdiiig, drying and storing the fish. 

TheotfaerlnipiDrtamfeatureoftheeconoiny 
of this regioa is that it is generally self- 
sufficient and self-sustaining. This 
sustainability and relative telf-si^tciency 
have been developed and mamuined by the 
villagers themselves using their own 
icsouim and traditional kaontalgesystenis. 


The village studies and imerviews carried 
out by the authors reveal that little bdp had 
come from external institutk9n8l sources like 
the numerous governmental agencies and 
authorities. In fact, whatever external 
influence had affected these villagen had 
been of a destructive nature. As a result of 
the pattern of chemical-based industriali¬ 
sation in nearby regions, there has been a 
declinein productivity both intheagnculturul 
and fishing sectors, and has also led to 
environmental degradation and disruption 
of the natural ecological balance. This 
creeping encroachment by the existing pattern 
of industrialisation on the self-sufficiency of 
the villagers will escalate into a foll-fiedged 
onslaught on their lives and economy if the 
proposed new Mumbai airport comes up. 
Referring to the self-reliant nature of there 
three types of economy in the region, the 
authors quite rightly point out: 'To destroy 
them would be disastrous not only for the 
affected villages, but additionally for 
neighbouring areas which are interdepen¬ 
dent on (hem. This intenelationihip and 
interdependence becomes all the more 
evident when placed in the specific context 
of a region that contains a tradition of an 
inietmix of economic activities." 

The proposal foranewimemationa) airport 
at Mumbai had been mired in controversies 
from the beginning. The authors should be 
congratulated onttorperscverancein tracing 
four crucial documents relating to the 
proposal: (i) Tata Consulting Engineers' 
Airport Location Study of 1977; (ii) 
International Airports Authority of India 
(lAAl) preliminary report of 1992 on 
increasing airport capacities for Mumbai; 
(iii) lAAI report of 1996 for suggesting 
measures to meet growth of air traffic at 
Mumbai; and (iv) the 1996 preliminary 
feasibility study for a secorxl airport for 
Mumbai by Mott MacDonald - the British 
memberof Che multinational consortium with 
which the Maharashtra government has 
signed two MOUs. An exhaustive 
examination of there reports, as found in the 
present book, reveals that the basis of 
evaluation made by the various age^es wA 
limited, and Chat many contradictions exist 
at different levels both within there reports 
as well as among the evaluating agencies. 
For instance, the relection of the Rewas- 
Mandwa region at the she was based on the 
1977 Tata Consulting Engiaeen' Airpoft 
Location Study, which m en ti oned it among 
several other proposed sites. But, the Tala 
Task Force tepon of 1986 (known at the 
JRD Tsu comfflitiee report) expmted 
scfiout misgivings about the choice of that 
region as the tile from the point of view of 


convenience and speedy access to MomM, 

and suggested the constitution of sn expert 
group to recommend $n alletnaltve site. 

TTie basic issue of the need for a second 
airport in Mumbai has to be examined 
thoroughly in the light of reveial findings 
and ftituristic projections. Is it at all necessity 
to have the lec^ airport - and that also 

at the heavy costof dliplacementof tbouta^ 

of people, apart from the humiliating 
condition imposed by the consortium tiutt 
the existing airport will have to be closed 
down? The book challenges the proponenti 
who argue in favour of a second airport by 
coming up with statistical data that suggest 
that the e^ier prediction of heavy traffic 
(which was cited as justification for another 
airport) has not come out to be true. The 
authors could have further bolstered up their 
position in this particular area by diiiwing 
upon the recent report prepared by Strategic 
(Options, a consultancy firm which was 
commissioned by Cy res Ciuzdar of Airtmghl 
Ltd. This report compares the prediction 
(made by the 1986 Tata committee) that the 
Mumbai airport’s handling capacity would 
reach a saturation point by IMS, with the 
airport’s present traffic, and concludes (hat 
thm has been actuallyaslow-downintraffic 
growth at Mumbai airport, as a result of the 
emergence of new international airports in 
(Calcutta, Thiruvananthapuram and Cihennai, 
and international services run from other 
airports like Hyderabad and Ahmedabad. 
The advent of larger aircraft and improved 
technology leading to non-stop long-haul 
flights has halved the number of flights 
between Europe and the Asia-Pacific which 
used Mumbai as a transit point. According 
to the trend analysis m^ by Strategic 
Options, the 11.1 million passenger 
movement projected by Mou MacDonald 
for the year 20OS (to justify the new aiiport). 
will not be achieved until the second half 
ofthe next century. Whetherihe Maharashtra 
govemment should spend huge sums now, 
when technology and passenger mo vemenu 
40 years hence are impossible to predict, is 
an issue which the state govemment should 
consider dispassionately. 

Meanwhi le, the present book should be an 
eye-opener for the policy-nukcn, and help 
them to avoid precipitate decisions. It is in 
the context of the future strategy, that this 
book assumes importance. It foresees the 
results of the proposed mega-devdopment 
project of a new airport, on (he basis of a 
rigorous analysis of not only the appre- 
hmkmi ofthe affected villt^en as recorded 
by Che authon, but also of (he earlier reports 
(of the lived experiences of the victims of 
rtmilardevelopfnemal projects which ourted 
them ftom their villages and have till now 
denied them proper rehalulitatioa). The book 
la thus a wanting of sorts - a warning to the 
gove rom entbefore it actually I mp laiiteti t t its 
ambitioui aiiport project to ihd oetitnMnt of 
the thoosmdaof poor villagen, MMiawandiig 
alto to the ftmife vktiiM of the project to 
gkd up ihdr Mw In anticipation, to resiit 
ks impleffientidion. 


A. . . 4 fi 7 



SPECIAL ARTICLES 


Positive Discrimination and the Question of 

Fraternity 

Contrasting Ambedkar and Mandal on Reservations 

Dipaakar Gupta 

The divergences between AmbetUcar and Mandal on their respective reservation policies are significant. 

h is not just that Ambedkar’s programme envisions the removal of untouchabiiity and with it the undermining 
of the caste system in public life, but it is also about creating assets among those who have none. This is what 
brings the moral imperatives of fraternity to the forefront. The assets of the better off are put in the collective 
pool so that socially valuable assets may be created in sites where there were none. This measure has a moral 
resonance, for out of this collective pooling new assets are being created. 

Reservations in the Mandal scheme lack this moral quality. The targeted beneficiaries of Mandal are quite 
plainly not without socially valuable assets. Further, they are unwilling to merge their existing tangible assets 
into the collective pool as their express purpose is to convert one kind of asset into another. Caste in the case 
of the Mandal Commission is an important political resource to be plumbed in perpetuity. The Mandal programme, 
therefore, is not in the spirit of enlarging fraternity, as the Ambedkar proposals are. 


I 

Ambedkar and Mandal: 

Divergent Logics 

THE divergences between Ambedkar's 
leaervaiion policy and that of the Mandal 
Commiuion are quite remarkable. To begin 
with, Ambedkar’t policy of leservations.or 
protective discrimination, was designed 
primarily to remove the scourge of 
untouchabiiity from Indian society, and with 
it the role of caste in public life. 

The situation with the Mandal recom¬ 
mendations appears to be quite different. 
Instead of iodting at caMe as an institution 
to be undermined, the advocates of Mandal 
tee it instead as an impottam political 
letouioe. This it why in principle the agenda 
of Mandal and Amb^arare quitedifferent 
In the cate of Mandal the driving logic it 
that caste identity is a permanent asset to 
beexploiled for political and economic ends. 

At this point it is also necessary to admit 
that the policy of reservatioiM for scheduled 
castes and tribes has deviated significantly 
from what was proposed by Ambedkar and 
his fellow constitutionalists. Instead of 
gradually modifying and adjusting the 
rescrvatkms programme, keeping in mbid 
the changes in the course of India's post- 
independence history, it became rigid and 
unyielding. For all practical purposes, 
therefore, caste wae beii^ used here too as 
a pennanent political resource. This is why 
Mandal freed little opposition when bis 
recommendations were introduced. The 
gntindwoifc, so to say, had already been 
done by the inheritots of Ambedkar. 

In s^te of this empirical overltq), it is 
important to aepame the divergent logics of 


Ambedkar and Mandal. Ambedkar had a 
larger social programme, viz, that of 
enhancing fiutemity among citizens in a 
free, sovereign, republic. According to this 
vision, castes would grarkully cease lo make 
any difference in public life. This is why 
Ambedkarurgedthmthe reservations policy 
be periodically reviewed. He was all loo 
aware of the fact that teservttions could 
either beconre a crutch or a permanent 
political resource. In both cases the end 
result would be to fractionate citizens. 

Mandat’s thrust was really much more 
limited. What numeted most to him was to 
ensure that members of certain designated 
backward cutes got jobs and seats in 
educational institutions. There the iiultcr 
ended. To a certain extent he cannot be 
faulted for the Ambedkar programme had 
already deviated from its earlier course. This 
is what hu led to the formacion of two 
camps, both among imellectualsand activists. 
On one side are those who believe that 
reservmions are inherently unworkable u 
they perpetuate caste distinctions in public 
life. For this reason they advocate an open 
market approach instead. Opposing them are 
(he many activists and ‘committed’ scholars 
who espouse quite a different view. In their 
opinion reservations are necessaiy u they 
right a biuorical wrong and bring about 
greater parity. aHseti along caste lines. 

Oiven the extreme poverty and back- 
wardneu among certain aectkm in Indian 
society, It would indeed be quite 
undemo cr atic not to devise special ways to 
uplifl the lot of the poor and the socially 
diaprivlleged. Reicrvatioiu, or positive 
diicrimiiiatlom, seem to be the ri^ thing 
todounderthec i rc u ra n a n cea.Onih« ottMr 


hand, reservaitons have quite clearly failed 
to diminish, if they have not actually 
increased, the level of caste-based politics 
in India. This is surely nor a good thing. In 
such a situation it is important to take a more 
analytical view of the nrotter so that the 
policy cf reservations can be recast keeping 
in mind the need for estabiisbing fraternity 
andconsolidating citizenship. Inoiher words, 
reservations need not be agunst the 
establishment of fraternity, which wu after 
all in the ongtnal vision of Ambedkar. 

n 

Fraternity nad Resefratfoaii 

Realifiiig Eqaniity of Oppoftaafty 

While the market principle insisb that in 
the long run initial dtffereiices in birth will 
become negligible, social intervcntkmisia 
are nor quite so tun. Moreover, with the 
inaguration of the notion of equal aad 
paiticipaiory citizenship, there is a g rerea r 
sense of urgency in mc^ng certan valued 
ends in one’s lifetime. This is what propeh 
social interventionists to device ptograumes 
that will allow greater scope, socially aad 
econonucally.tothehislotfc^tlMpc ei e a red 
communities. 

The programme tha h moa relevant in 
this connectiaa is tha of reservaftm or 
afnrmaiive actioo. Though the two are not 
the same, they resemble eacli other in (ha 
they both aiive toNaccommadac m em ber s 
of hlaoricatiy dnadvantaged cormnunities 
by a delibente rdaxaioi) of staidairi noma. 
Tills may take the form of redneiac da 
required number of inarica lor adawdoatato 
edu ca t i t«tlinstitiitiona,of bykwwitaRtla 
quRincadanbarflorfeniiifjola.haaqralaa 

be accomplished by cfcattag apaaM 
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positioiK, or seats, for memben of such 
historically disadvantaged groups and 
categories. 

On the faceofit this seems to bea laudable 
move, but u closer examination reveals a host 
of problems which must L e taken into account 
Critics of reservation, oraffirniative action, 
complain that such policies create permanent 
schisms in society besides directly harming 
the case of the meritorious. In their view 
such provisions go against the essence and 
spirit of liberalism andofthefreeindividual, 
creating instead reverse discriminations. 

There are many who would probably argue 
that it is precisely a kind of reverse 
discrimination that they would like to institute 
to compensate for centuries, or millenia. of 
historic injustice suffered by particular 
communities. Such a justification of 
reservations, or positive discrimination, is 
not based on the spirit of contemporary 
citizenship. While revenge cannot be 
adequately justified, there have been attempts, 
particularly in America, to rationalise 
affirmative action on the principle of 
compensation. In India this line of argument 
has not found much favo.r. Instead of holding 
the current generation responsible for what 
their ancestors and forebears did. the Indian 
Constitution advocates positive 
discrimination and reservations in the spirit 
of ’fraternity’. In his famous .speech on 
November 26,1949, introducing the motion 
to adopt the Indian Constitution. B R 
Ambedkar said that India was wanting in its 
“recognition of the principle of fraternity. 
Whaidoesfratentiiy mean?Fraternity means 
asenseofcommanbrothcrhoodofall Indians 
- of India being one people” [Rao;945]. 

it if not as if the policy of positive 
discrimination is designed to bring about the 
total dimination of inequality. While 
inequalities will persist in spite of such 
policies, they will largely be the result of 
individual differences, uncomplicated and 
iinbunlened by historical handicaps. It is in 
this sense that positive discrimination and 
alTiniiative action will l=ad to a truly liberal 
soinely. This also imj^ies that the measures 
institi^in favour of deprivedcommuniles 
are rime-bound in charactm'. This is the way 
thelndiaii Constitution devised reservations 
ibr the ex-untouchable castes and for the 
tribal population. PierreTrudeau loo steered 
a similar policy in his colour blind 
proclamation for a ’Just Society’ in Canada. 
Here again the .special privileges given to 
the native aboriginal peoples were limited 
by a specific time frame [Kyrolicka 
1989; 142). Once community differences.on 
account of historic injustices, cease to maoer 
in the paitidparion of individuals along the 
marVet principle, there will be no need for 
reservations or for afTifmaiive action. 

This being the case, proponents of 
mcrvoiions must attend to two utgeni tasks. 


(i) First, they must be able to dtstiifguish 
their position from that of those who would 
like reservations to be a permanent measure 
comprehensi vely separating populations on 
an during basis, (ii) Secondly, they must 
also meet the objections of the ^vocates of 
the maiket principle and demraistrote that 
the role and scope of liberalism is enhanced 
and not diminished by positive 
discrimination. They must be able to 
demonstrate that reservations and other 
similar measures will allow liberalism, and 
with it the market principle, to operate more 
freely and fully than they would otherwise, 
ft is for this reason that reservations and 
protective discrimination have to find their 
justification in the langtiage of rights. 

Therefore, even if there ore those who 
justify reverse discrimination as a rejoinder 
to historic injustice, the fact is that we can 
no longer return to the post. One way or the 
other we know too much, and have won 
too much, to turn the clock back. As Marx 
said in the Grundrisse, modem individuals 
knew too much to return to the “naivete” of 
Ancient Greece [Marx 1973:11IJ. It is for 
this reason that there seems to be no other 
way but to recognise the problem of 
historically deprived communities in the 
language of rights. As we cannot go back, 
the only option is to look ahead. This is why 
it is important to recognise Richard Rorty's 
significant observation that liberalism, and 
its accompanying considerations on justice, 
are not philosophical metanarratives, but are 
"mostly a matter of historical narratives" 
[Rorty 1985:2081. 

Ill 

Collective Assets and Natural 

Lottery: Rawls and Dworkin 

At this point it is necessary to introduce 
John Rawls tl97l) into the discussion. 
Rawls’ work on the question of justice in 
a constitutional democracy has altered much 
of the thinking on this subject. Rawls’ 
differences with the exponents ot natural 
liberty, including in this case F A Hayek 
(I960) and Robert Nozick (1974), arise 
because he believes that talents and attributes 
may be housed in persons, but they arc social 
attributes to be barvcsied for society as a 
whole. It is just a matter of chance, or a 
"natural lottery" [Rawls 1971 ;74), that these 
talents and traits are so randomly diktriMlicd 
in individuals. In which case individuals do 
not have a prior right to use these talents to 
their own advantage. As society has decided 
that certain attributes are imporiant, the 
fortunate individuals who have these taleras 
cannot claim them for tbetmelvet [Rowit 
1971:72-74]. 

In Rawls' view when (Rstriburion tikes 
place on the basis of a "iMtund kxieiy” of 
talems the “oulcomc isaibiuaty froma moral 
perspective” [Rawls 1971 ;74J. Pnithennore, 


the principleof Air opportunliy can only be 
“inqierfectly carried out at least as long at 
the family exists" (ibid). Individual 

diffisrences are not to be negated but should 

be utilised for maximising social advaniages. 
Neither is Nozick correct to imply that 
adopting Die Rawlsian position will justify 
taking the eyes out from a sighted person 
and giving them to the unsighted [Nozick 
1974:206]. This is tantamount to a 
redistribution theory which Rawls is not in 
favour of. Rawls would like to maximise 
social advantages and not redistribute them 
as ruthlessly as Nozick’s parody would 
suggest. Redistribution of this sort would 
contradict Rawls' principleof justice where 
an added benefit accruing to someone should 
not be at the expense of another. 

This brings us directly to the issue that 
repieiiemati ves of permanent minorities have 
bwn railing and. as we con sec above, Rawls 
too anticipates. Using the Rawlsian notion 
of natural lottery. Roland Dworkin argues 
that it is possible to justify positive 
discrimination, or affirmative action, along 
the principles of liberty without giving into 
either the communitarians and, more parti¬ 
cularly, to the advocates of natural liberty. 

Like Rawls. Dworkin! I977a)too believes 
that what counts for merit cannot be decided 
in the abstract but in terms of what society 
valuesand considers relevant. Inoiher words, 
it alldepcndsupon what society thinks should 
be cherished and the kind of institutions that 
it would like to uphold. Therefore, nobody 
has a prior right to go to medical college, 
or berame a lawyer. Society will decide 
which mix of attributes it considers suitable 
for admission into medicine and law. 
Admission may not be only on the basis of 
marks scored, but on the additional basis of, 
say, colour of skin or caste background. As 
one'saliri bates do not belong tothe individual 
but to society, it is up to society to decide 
which aUributc. or bundle of attributes, it 
considers relevant. At a certain point in time 
society could decide that being black or 
belonging to an ex-uniouchabie caste is a 
"socially useful colour”. In which case then 
academic merit alone will not count [Dworkin 
1977a, 1977b]. 

Dworkin's support of positive 
dtscriminMion on the basis of the notion of 
"natural lottery" is a very sure-footed 
demostration of the strength of the Rawlsian 
posi lion. There is however a loophole which 
both Rawls and more specifically Dworkin 
overlook. Ifblack is deemed to be a socially 
useful colour, or attribute, then what happens 
to those who are not black and do not have 
this socially useful trait? Rralemity and its 
oorolla(y.imeriid>|ectivity,thal Rawls woiks 
so hard to protect and retain through the 
difference i^nciple. appem to be the (iist 
caiudiy hm. If ite population is to be 
divided on the basis of coiour and caste theo 
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fraMtiAy will Minly bepnMeiratic. How 
can we then “ihaie in one another's fate" 
(Rawls 1971:102]? Punher, how do we 
decide when black is no longer a useful trait 
in individual cases? In other words, is the 
colourblack.orone’s m e mbership in aoertain 
caste background, equally important, from 
a social point of view, to all members of 
these communities? 

To share one another's fate can justify the 
establishment of positive discrimination, or 
affirmative action (as in Dowrkin), but as 
we saw above, when certain ascripiive 
attributes areepn verted iniosocially valuable 
traits I hen that breaks down intersubjectivity, 
White some traits such as those based on 
academic excellence or professional 
competence belong to society and should be 
hanwssed through a collective pool, other 
socially valuable trails, such as skin colour 
and caste membership, remain the preserve 
of certain ascribed categories of the 
population. Thus, while Rawl.s’ dirfercnce 
principle sets out to establish intersub- 
jeciivity, where social differences arc allowed 
only if they result from choice. Dworkin's 
defence of affirmative action seems to create 
barriers to such an tntersubjcaivity. 

Rawls' work on justice as fairness, 
however, has the vast potential of unleashing 
fraternity and consolidating democratic 
citizenship when to the circumstances of 
justice (which presumes “moderate scarcity" 
and competition (Rawls 1971; 126-27] we 
add on the imperatives of constitutional 
democracy. After all justice as fairness, by 
Rawls’ own account, is only valid in the 
specific conditions of a “constitutional 
democratic regime" [ibid; 74], It is only 
when one keeps in mind the imperatives of 
democracy that a true relkciive equilibrium 
[ibid 4K-49] can be achieved. Without this 
reflective equilibrium there is every chance 
of becoming, what Amartya Sen calls, 
“rational fools” [Sen 19821. 'Hte conditions 
of democracy enjoin certain moral principles 
which must coincide with the principles of 
justice as fairtwss. This docs not mean that 
one must be thick with particularistic traits. 
All it does imply is that imperatives of 
democracy insist that citizenship be founded 
onamoral principle. Thcjudgmcnisevutving 
from this morel imperative of citizenship 
should not be at variance with the principles 
of greatest equal libeny in terms of speech, 
assembly, thought, etc, and vice versa. 

IV 

Moral Imptratives and the 
Principles ^ Justice: Against 
Lcxkai Ordering 

This is in consonance with the Rawlsian 
position, though tt is often not recognised 
u such. A m^or reason for this is because 
Rawls gives prioniy to the principle of 
freedom of speech, assembly, opinion, 


property, etc, over the prmdplc Of equality 
of opposuinky, which he comedy tubjeOM 
to the "difference principle” (Rawls 
1971:124], As is well known, Rawls' 
"difreretice principle” eqioins that policies 
should be formulated ke^ng in mind the 
interests of the "worst off'. This should not 
be read os a redistribution manifesto for 
whatever benefits accrue to the “worst off 
on account of the difference principle should 
not be at somebody else’s expense. In Rawls’ 
view, the difference principle enhances 
fraternity as it takes into account the “long 
term expectations of the least advantaged 
under conditions of fair equal opportunity" 
[ibid: 199], 

Equality of opportunity, therefore, cannot 
remain as a straight constitutional provision 
without substantiating it with legislative 
policies which areinformedbyihedifference 
principle (Rawls 1971:199]. Only in (his 
way can the equality of opportunity prevision 
be saved from usurpation by those who have 
an initial advantage over others by virtue of 
binh and social station [ibid:7S]. To lexically 
order the difference principle below the first 
principle of equal liberty fur all (ibid: 124) 
conveys the impression that to realise the 
first without the second is not quite as 'unfair' 
as It would be if it were the other way around. 

I nstead of insi sling onprioritisingCRawls' 
"lexical ordering") one over the other, the 
(WO should be seen conjointly. After all, 
Rawls himself says that a constitutional 
government cannot be based on pure 
procedural justice bereft of a long-term goal 
or tnlent (Rawls 1971:197]. The goal of all 
constitutional democracies is, by dcrmition, 
to strengthen democracy. This is why it is 
quite often misleading to’ talk in terms of 
lexicalordering. A consiiiuiional government 
that insists only on procedures regardless of 
the outcome of such procedures would 
certainly not satisfy (he moral impefaiivc.s 
of cKi/enship. Indeed, in such cases, those 
with a headstart on account of their privileged 
birth will be at a pcreiancnt advantage over 
the rest. 

Rawls' endeavour to put principles before 
morals is undersiandahle a.s he disirusis 
pcrtcciionisi arguments. We have also seen 
how such perfectionist arguments, as 
witnessed in Soviet Union and even China, 
can be completely oblivious of human rights 
and dignity. But it is quite a dil ferent matter 
when a moral vision, such as that of a 
consiitutianal democracy, is accompanied 
by the granting of the greatest basic liberty 
to all citizens As Rawls docs not see it quite 
this way he bases the difference principle, 
not in the fact (hat it would ultimatdy enrich 
society as a whole, but because it is a rational 
thing todo in the initial hypothetical condition 
when the policy-makenftinctionfrnin behind 
a “veil of ignorance". This veil prevents 
them from knowing what their actual statioo 


it lociely will be. In luch a cok, of ctwne, 
tfae difference principle maliet aouad aeue 
becauKilit quite possible that once the veil 
is lifted the policy-makers might be in (be 
position of the least advantaged. 

For Rawls then, fraternity emerges, quite 
unwittingly, because of self-imerests, and 
not because constitutional democracy it a 
moral project. In which case one mutt alio 
ask what prevents the decision-makers from 
abiding by the difference pnnciple in a pure 
token form once they are assured that they 
are not in least advamaged positions. As the 
dangers of such tokenisms cannot be 
discounted, it is important to stress the 
imperative of constitutional democracy in 
tandem with the principle of the greatest 
liberty for all. 

In addition, there is also the It ve possibility 
that the policies endorsed under (he difference 
principle can be later subverted fur sectional 
interests. Of course, this could be seen as 
aixuher variant of tokenism, but it is one drat 
needs to he specially addressed. Indeed, as 
this paper will argue, this is precisely what 
happened when the Mandal recomineiuU- 
iions were implemented by prime minister 
V P Singh in 1990. 

V 

Citizenship and a Miainmn Set of 
Resembbinccs: Theorising on the 
Moral Basb of Fratci^ty 

To understand the moral imperatives of 
citizenship it is necessary to recall 
Durkheim's Dtvuton of Labour in Society 
(1933). As IS well known, Durkheim 
contrasted societies which are mechanicaliy 
solidairc (rom those that arc characterised 
by organu solidarity. In mechanical 
solidanty. people cohere on accouai of dieir 
sameness, hut in organic societies solidanty 
is achieved by a di vision of labour. This is 
wiiy in merhanica) societies ibere is an 
overwhelming preponderance of penal law. 
As (here is only similarity, a crime againa 
one IS a crime against all. In organic solKtamy 
CIV il law enjoys greater presence asthearenu 
in which indi viduals operate are functionally 
specific. 

While all this IS fairly well known, what 
is often overlooked is that Durkheim's 
cumiasi between mechanical and organic 
solidarities is a conceptual device and does 
not icpreseni a pure dichouwny. In other 
words, for Durlbcim. while there can be 
societies (hat are based solely on mechanical 
solidarity (early or 'primitive' tribal 
societies), (here can be no society wMch is 
characterised by organic solidanty akme. 
For otgank division of labour to establish 
itself it needs the substrate of nwchaicil 
solidarity (Durkheim I933:.398. 40S; saa 
also 290, 360). Mechanical solMarity 
provides the hasison whichorgmic wUdHrilji 
can grow. 
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TTwAwdiiiiB n tttpriadpteofqi^^ 
ididuity li toemUance. It it becaiue we 
letendtle one another (hat crime against any 
one is a crime against society. If organic 
societiet were not to be established on 
mechanical solidarity then society would 
cease to be a coileclive enterprise. It is this 
collective enterprise that makes society a 
moral order[Du richcim 19.1 298J. Therefore 
the foundation of organic solidarity m a 
society also demands resemblance in the 
moral order. After all, even in organic 
societies, there are certain crimes that uflcnd 
the entire society. This is why Dutkheim 
pointedly asserts that “One's first duly is to 
resemble everybody else” (ibid). 

It is not at all clear how the first duty to 
resemble everybody else can be worked out 
in hier<irchical caste societies or in feudal 
estates. It is indemocratic societies, however, 
that one can fully experience what Durkheitn 
meant about resembling one another. 
Citizenship can only exist when there is a 
common core of civic values which 
everybody adheres to. This common core of 
values is not just legally stipulated, nor is 
it held unconsciously. Like Durkhcim'.s 
collective representations these values too 
hold for the collectivity, The difference is 
that these “representations arc disltnguished 
from other collective reprc.seniulions by their 
higher degree of consciousness and 
reflection" [Durkheim 1957:49-50], Inothcr 
words citizenship is built around common 
values hut these are consciously worked ai 
and established by rcfleclion (Rawls' 
'rellectivc equilibrium’ ?). In this sense there 
is a similarity with Rawls' notion of fraternity. 
For Rawls tmi fraternity is not a natural 
condition (like il is with most 
communitarians) hut must he arrived at hy 
consciously and delihcratrly relying on the 
difference pnnciple. 

This is why it is important to hear in mind 
that the circumstances of justice and the 
circumstances of constitutional dcmocrac) 
go logethcr. A conjoint reading of Rawls and 
Durkheim would ccnamly favour such an 
inierprelatinn. 

VI 

Operationalisiiig Minimum 

Resemblances through Practices: 

Realising Substantive Citizendtip 

Fratemiiy can only come about through 
a basic set of resemblances. Resemblances 
in this case is not to be understood in terms 
of actual goods and lifestyles all the way 
down. Resemblances should en.sure that 
certain practices are common to all such that 
(heequalityofoppoiiunitycanbeeffectively 
realised. Rawls' pnnciples of justice as 
faimessonly says that offices should be open 
to ail. Bui what if people do not qualify for 
these offices. Don it mean that through 
poriti vedlscriminaiion and reservaiiom they 


ihould be in fiiem anyway regacdleit ofihe, 
weifareof ina(itiitioni?lt is becatuesttch has 
been the way in which advocates of 
reservations and affirmativeactionhaveofien 
presented tbdr case that the principle of 
positive discrimination in favour of 
historically disadvanuged groups have met 
with resistance from liberal thinkers. 
Beteille's warning that the reservation policy 
should be sensitive to institutional wdl-being 
may once again be recalled {Beteille 1991]. 

A minimum set of resemblances can (hen 
be understood as a set of practices that arc 
open to all indi viduals so dm they can acquire 
socially valuable assets and talents. This 
would mean that access to education, 
knowledge, and skills should be open to all 
regardless of the accidents of birth. As 
equality before the law cannot guaraniee (his 
on its own, it has to be buttressed by 
provisions that bring about a minimum sei 
of resemblances in practice. People should 
have effective entry into skills and offices 
regardless of their initial situation at birth. 
As Dworkin and Rawls have both pointed 
out, the talents in society should be for the 
greater advantage of the society as a whole. 
But how is one to know what talents exist 
if some sections of the society cannot 
realistically be aware that they have them 
in the first place? Rawls does not consider 
this possibility seriously enough. What 
interests him most is to justify, through the 
dilTcrcnec principle, that those who are better 
off should help the worst off (Rawls 1967: 
68], Rawls dbu not take into account that 
the worst off can also help themselses and 
not just be helped. The fact that those who 
arc worsi off can improve their lot on their 
own I f circumstances allowed them 10 e xpl 011 
their dormant and unexcasalcd. but 
potentially valuable, assets doc.s not seem 
to concern Rawls too much. 

If the core of ciiizen.ship i.s consolidated 
by a minimum set ol resemblances made up 
of practices that allow people to acquire 
socially useful assets, then differences 
between individuals is a matter of choice or 
an outcome of natural abililies. and not 
dependent on birth. This should also 
undermine to some extent the role the 
msiituimnof the family plays in perpetuatme 
scclional advantages. This provides a more 
durable basis tor justifying equality of 
opportunity over equality of results. 
Citizenship is not about equality of lifestyles 
orof income. Marshall's notion of ciuzenship 
as a status that (ends towaids equality 
(Marshall 1977] should be inierpreied 
differently. Citizenship implies on equality 
of status insomuch as it encourages a 
minimum set of resemblances made up of 
rertain baseline practices that are common 
to ait. By vinuc of having access to these 
practices citizens can later choose to be 
different in (he ways they want to be. To 


argue, aa Lockwood does, dut lutMtamive 
citizenship can only be achieved oace tbeve 
is equality in lifestyles and incomes 
(Lockwood 1992:260-62] is to impoverisli 
the meaning of citizeiuhip by introducing 
perfectionist and end result arfumeots. 

So Dworkin is right in saying that at some 
point (hose who are black should be given 
the benefit of positive discrinunalioa. As 
blacks are generally unable to* realise the 
equal entry law it should be made realistically 
availahic to them hy firstensuring (hat blacia 
too participate in practices that make for (be 
minimum set of resemblances. The problem 
with Dworkin is when he calls black a socially 
useful colour, or asset. In fart the colour 
black is not a socially usclul asset. Like 
one 'slow caste membershi p (he colour black 
is a ready reckoner in some societies that 
great disprivileges of birth continue to exist 
in fact and in everyday practice, i f not in law. 
So neither is the colour black, nor caste 
membership a badge ol honour or shame, 
but a ready reckoner that helps poliey-makcrs 
to target groups for uplifimem through 
positive discnmination. This would enlarge 
the numbers of those with the minimum set 
of resemblances socially necessary to realise 
substantive citizenship 

There is undeniably an intrinsic problem 
if one were to pnoniise individual liberties 
over fraternity (Rawls' 'lexical ordering') 
instead of coupling ihe two togetha. What 
needs to be acknowledged is that individual 
liberties must necessarily be accompanied 
by the moral impcraiiics of ciiizenriiip if 
cqualityol opportunity istobesubsiantivriy, 
and noi just legally, realised It must to 
remembered that iridividuatism can tnily 
flourish where citizenship exists. Without 
(hismdividualism wouldbe adoctnne limited 
to exceptional individual' and heroes: to the 
virtuous and not lo (he ethical (Hegel 1945]. 
Individualism isa social prviduct coeval with 
citizenship and cannot exist without il. 

In spite ot the fact that Rawis at several 
points emphasises the fart that human beinp 
arc sivial individuals and can recognise their 
nature in society. be suit retains the primacy 
of (he individual above all else. His 
individualistic assumptions often come to 
the fore. At one point Rawls explicitly sUiet 
(in a very anu-Duikhciman manner) that 
society IS not “an organic whole with a life 
of Its own distinct from and superior to lha 
of all its members in their leiotioa to one 
another" (Rawls 1971; 264). his this residue 
of fieree individualtsm that forces Rawis to 
favour a lexical ordering. 

A Dufkheiman position, on (be contniy, 
would consistently ossrit that the whole i» 
greater than the sum total of us pam. R 
would recommend, os we have juM dtax^ 
that the two principles of justice as feiriMM 
come together in one fdi iwoop; Ai a 
Ouikhrtman reading of Riwla wiMldCiauple 
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the circumstaeces ot justice with the 
conditiafis of constitutional democracy and 
citiaenship, concerns of fraternity would 
necessarily be at par with those of equality 
of opportunity and individual rights. Once 
the two are together it is clear that unless 
substantial equality exists in terms of 
minimum resemblances of practices, justice 
as fairness will never be fully realised. This 
is especially so when there are communities 
in society that have been historically 
disadvantaged. 

in order to increase the basic sum of 
resemblances so that occupational differerai- 
ation and other forms of individualism can 
flower it is necessary to recommend positive 
discrimination. Discrimination of this kind 
finds its justification in the circumstances of 
democracy and citizenship. Looked at 
closely, there is no need for any lexical 
ordering either. The imperatives of 
democracy and citizenship imply Rawls' 
two principles of justice conjointly. The 
unconscious urge to order two or more things 
in a hierarchy must sometimes be resisted. 
Society, as Durkbeim clurified, is not a sum 
of parts arranged in order of precedence. The 
whole is always greater than an aggregation 
of its constituents. Thisis what makes sn-iety 
a reality sui generis. 

VII 

Ascriptive Identities as Ready 
Reckoners: Resisting Reservations 
in Perpetuity 

Under these circumstances it is important 
to realise the equalityofstaiusthat citizenship 
endorses by enforcing a minimum set of 
resendslances. If black, or belonging to a 
particular caste, is a socially useful asset, as 
Dworiiin claims, then these assets cannot be 
shared by others in society. This is contrary 
to the earlier Rawlsian position on the pooling 
of assets. If, however, the colour Mack, or 
caste membership, are only ready reckoners 
for enhancing fraternity, then as and when 
those who belong to this category acquire 
socially useful talents and attributes they 
should contribute them to the society as a 
wboleand not employ them only for sectional 
advantages. 

This should be the first duty of those who 
are faenenciaries of afTirmative action. If 
society believes that the historically 
disprivileged have an entitlement which is 
just so that they can contribute more 
meaningfully to society, then it follows that 
those who benefu from affirmaiive action 
owe it to society to put their newly acquired 
aoda! laietits back into the collective social 
pool. Thi.s would mean that they would 
automatically fall outside the scope of 
afTinnative adtrm programmes in the future. 
The net would no longer cover them at they 
already have socially useful assets. Indeed 
the society will be richer and betto’endowed. 


Consequently it will pngressively acquire 
a higher strike rate with the policy of 
affirmative action and protective 
discrimination. As members of hitherto 
disprivileged communities begin to fall 
outside the net of protective disciimioation, 
they release, and at the same time contribute, 
resources for the extension of the aflirmati ve 
action programme. Inthisprocessthesociety 
gains as a whole. 

By increasing the numbers of those who 
possess the minimum set of resemblances, 
the society has now a larger component of 
talents in a vaneiy of fields and specialities 
than It had before. This is how afflimative 
action, which is aimed at the historically 
most disadvantaged sections, ultimately 
improves the lot of everybody in society. It 
is therefore better to begin by considering 
ways of enhancing the conception of 
citizenship in terms of a minimum set of 
resemblances for that encourages fraternity 
sociciywide. If. on the other hand, one were 
to begin by considering that the colour Mack 
is a socially useful colour, or belonging to 
a certain caste a socially useful membership, 
then (hat would inhibit fraternity and sow 
seeds of permanem divisions in society. 

In Dworicin’sopinionifthesociety thinks, 
for whatever reason, that the blacks or the 
aborigines should be given special privileges, 
then othen should not complain about it. 
Unfortunately, individuals will complain 
because Dworkin's proposal fractionates 
society on the plea that those who are blacks 
Of aborigines have Ihese ascripti ve attributes 
as social assets. Those who can never have 
these assets feci cheated in a liberal 
democratic society. 

If, however, blacks, aborigines, depressed 
castes and members of minority religionsare 
helped by positive discrimination to enlarge 
the poOf of socially valued assets then that 
helps the entire society. This also means that 
if one is black or from a depressed caslc 
background that alone should not be a 
qualifying factor in perfteiuity. The most 
important point is the extent to which an 
individual has the opportunities to effect! vely 
utilise the equality of conditions available 
under liberal democracy. 

Further, in contrast to what I think 
Kymticka (1989) is arguing, liberal 
democracy should not be taken to mean that 
sectional privileges be upheld a the coA of 
increasing the minimum set of resemblances. 

If certain community practices come in the 
way of enlarging the minimum set of 
resemblances necessary for realising the 
freedoms of liberal democracy then there is 
no justification whatsoever for supporting 
those community ivacttccs. 

It u possible now lo justify affirm^ve 
action and positive discrimination on the 
grounds that it is not just good for certain 
individuals, but. properly applied, it is good 


for the society as a whole. If It is goorf ririiy 

Am- certain indi viduals then it encoui^ges (he 
doctrine of equality of results. Instead, when 
positive discrimination policies emphasise 
that the base of minimum resemblances be 
increased the attention is on how to develt^ 
opportunities foracquiring socially valuable 
skills and not so much on the equality of 
results. 

VIU 

Citizenship uid Scarcity: Poverty 
. as tiie Key Variable 

This brings us to t'.c crux uf the issue 
regarding what (he minimum set of 
resemblances should be premissed on. It was 
mentioned curlier that the minimum set of 
resemblances should be at the level of social 
practices which allow everyone to cultivate 
skills esseniialfor acquiring socially valuable 
assets. It docs not mean that people get ihese 
assets readymade, but the conditions for 
acquiring them are equalised as in a level 
playing field. This also allows for a greater 
play of individualism, for now individual 
differences (leaving aside the variations in 
natural aptitude) are essentially a matter of 
choice. 

Obviously, therefore, positive 
discrimination should help in providing a 
level of economic well-being on the ba-sis 
of which individuals can gain institutional 
access from where they can cult! vate socially 
useful traits. Being poor is neither on asset 
nor a badge of honour. Policies with regard 
to reservations or affirmative action must 
help in rescuing those in abject poverty, and 
give them enough room and scope for 
developing socially usetui skills. These 
policies aspire to bring this about by relaxing 
the standard requirements for jobs, or for 
education and Iraining.urforrinoncial loans, 
when It comes to members of historically 
disprivileged communities. 

There is nothing mure pressing than the 
need for upiiftment uf the economically 
deprived. Being economically the ‘worst 
.off is a kind of deprivation that cannot be 
matched. All other kinds of complaints about 
one's lot seem irrelevant and redundant when 
compared with poverty. The one factor that 
stan^ resolutely in the way of attaining the 
minimum set of resemblances in society is 
economic want. This is the key iuue that 
needs to be addressed. When oconotnic 
backwardness is sanctioned by historical 
prejudices of the dominant community then 
one's community meinberehip provides a 
handy reckoner in devising Ibe target group 
whoM social skills have to be developed. 

Positive discrimination it Iberefote aimed 
at giving the broadest possible base to 
citizenship and fraternity by making it 
possiMe for everyone lo acquire those skills 
that a liberal democrMic matket-oticniod 
society values. For accomplishiag this, as 
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w« Just argued, it U neoeuary to remove 
coiiditkMK of at^ icMdly no that these 
sUlItGOuMbeacquiredby the entire society. 
Those who have a certain kind of socialiy 
useful asset but ttMbiliie to take advantage 
of afTrrmative action to convert them into 
another kind of socially useful asset have no 
claim to protective discrimination or 
reservations. As one kind of socially useful 
asset can be used to gain another, there is 
tw justification for providing reservations 
for such sections or conuminities. 

If the economically strong south Asian or 
east Asian migrantsin North Amcricademand 
reservations because they are visible 
minorities then the claim cannot be jusliried 
on the principles ofjustice as fairness. These 
people should not draw resources from the 
collective social pool, but should instead be 
contributing to it. As they are economically 
well positioned, and possess other valuable 
skills as well, that should disqualify them 
from taking advantage of affirmative action. 
Being brown or black by itself does not 
qualify. They are only ready reckoners when 
there is a strong statistical relationship 
between being black or brown and being 
economically backward, and therefore with 
little opportunity to develop the minimum 
set of resemblances ncccs.sary for substantive 
citizenship. 

IX 

The ‘Worst OIT or the Socially 
Backward: Creating Assets 
versus Converting Assets 

Against this background the demand in 
India that the so-callcd 'Other Backward 
Castes’ (OBCs) be given reservations in jobs 
and educational institutions lacks 
justification. Reservations for the cx- 
untouchables and tribes were insiituicd 
because of the fact that they lacked those 
assets which a maifcei-orientcdliberal society 
values. They had neither wealth, nor land, 
nor education. To romanticise the labours 
of hereditary cobblers, scavengers, agrestic 
serfs, and other menials is certainly a view 
udeen safely from the outside. Why else is 
it that it is nobody’s ambitions to be a 
scavenger or an agrestic serf? Regardless of 
the intrinsic virorth or dignity of such labours 
the moot ^nt is that such skills that the 
historically dispriviieged possess are not 
acknowledged as social assets worth 
acquiring. Only an apologist of (he caste 
system and of the estates order can argue 
otherwise. 

It caiuiot, however, be said that the OBCa 
are without socially valuable assets as their 
initial point of depwiure. Large sectioru of 
the OBCs are made up of castes and caste 
dusters of the rural rich. The yadavai, ahirs 
and kutmls are domtnam agrarian castes In 
ritany parts of north and east India. Soon the 
powwftd jai caste may also be included 


among the OBCs. These castes demand 
reservations because (hey claim to be socially 
backward but not ecunomtcally backward. 
Social backwardness is measured primarily 
In ternu of educational atuinmem and, to 
some extern, by urban jobs. This is clearly 
evident in the way the Mandal Commission 
put forward the demand of teservalions for 
the OBCs. In order to justify the claim that 
OBCs are indeed backward the Mandal 
Commission devised a weighted set of 
criteria. In this formulation it gave the lowest 
weightage to ecoiwmic backwardness and 
the most to educational and social 
backwardness. 

Thcdcmand of (heOBCs is not fairbecausc 
these OBCs are not without assets. They 
have land and money which ate prized in 
market-oriented liberal democracies. It is 
true (hat (hey do not have the asset that they 
now want, which is education and urban 
jobs. These assets can however be easily 
attained by them as one kind of social asset 
can be easily converted into another kind. 
Laige sections of (he OBCs are economically 
powerful as they are substantial land owners 
and cultivators. By using this all important 
asset they can get to others without 
reservations or affirmatise action. 

It must be emphasised (hat the reservation 
policy can be justified only when it expends 
resources from the collective pool for those 
who have no socially valuable asset 
whatsoever. Else, it has the danger of 
degenerating into a kind of patronage politics 
which vitiates (he quest for fraternity and 
gives affirmative action a rather bad odour. 

The claims of the OBCs cannot therefore 
be upheld in the same way as reservations 
for ex-untouchable castes ai>d Iribals can. In 
the latter case they have no social assets. 
Thar these communiiies were specifically 
identified by the Indian Constitutirm was not 
only because they were despised for so many 
centuries, but bft:ause (hey were also the 
poorest in the country. It is correct to argue 
in this case that unless the members of these 
ex-uniouchable and tribal communities are 
not made economically viable tbeirdegraded 
social status will continue. Economic 
viabiiiiy, very simply, provides them with 
the capacity to acquire the minimum set of 
resemblances essential for acquiring soaally 
valuable assets. It is in this manner that the 
indigent historically dispriviieged 
communities can realise the liberties and 
egalitarian principles of constitutional 
democracies. 

Prejudices of one sort or the other against 
communities of all kinds ha ve always existed 
and will continue to exist. This is an 
anthropological truism that cannot be easily 
shaken off. What really matters is when such 
prqudkct restrict theeconomicdevclopinenl 
of certain communiiies. Positive 
diiKtiiiuraaion helps toeoorninicaHyfuooiMr 


memberi of these comiMUiitiec. Sodd 
pnjudicet ^tttt them gradiialiy fan by Ae 
wayside or become ineffective. In aiiy caae 
straightforwani laws exisi in all demooalic 
societies that protect individuals agasnst 
discrimination on grounds of race, religioo, 
language, etc. These laws can always be 
invoked when gross injustices ate committed 
apinst anybody because of ac er dems of 
birth. But these lawsby themselves ate nseiess 
when it comes to directly producing social 
assets among those who hitherto have none. 
Moreover, as experience shows, gmng to 
court is not quite (he ume for the rich as 
it is for the poor. Again we return to poverty 
as the key variable. 

If native Indians of America, or ex- 
untouchable communities in India, do not 
have those attributes that qualify as socially 
useful assets in liberal market-oriented 
democracies, it is not because the potential 
docs not exist among them, but because they 
lacked (he economic wherewithal (ocuUivale 
them. The cultivation of these requires that 
ami nimumset of resemblances be established 
among (he citizens. This is in accordance 
with our earlier argument that when 
recepientsofpositivediscriminatkMi acquire 
assets they should be taken out of that 
category and placed in the common pool like 
the rest. This is an acknowledgement of the 
addition now to (he numbers of those who 
possess a minimum set of resemblances. To 
(hat extent fraternity too is enlarged. Only 
under these conditions the quality of 
intersubjectivity in which, as Rawls said, 
people “participate in one another’s nataie*’ 
can be nourished. 

X 

CoqcIu^b: Aabedkar usd 
Mandal Revuited 

The divergences between Ambedkar and 
Mandal on their respective reservatioti 
policies are now quite clear. It is not just that 
Ambedkar's programme envisions the 
removal of unlouchability and with h the 
undermining of the caste system in public 
life, but it is also about creating assets among 
those who have none. This is what briegi 
the moral imperatives of fnieniity to the 
forefront. The assets of the better off are pat 
inthe collective pool so that socially vahiii^ 
assets may be ciearod in sites where them 
were none. This measute hat a aonl 
resonance, for out of thit odlective poolHg 
new assets are being cteaed. 

The creation of such new astciais potiiMe 
because therxdleciivepoQiingofaaeaaBons 
the society to underwriie the expenwe 
incurred for the csubltshmeni of cottlg 
baseliitt timilartiics in pnclioes tor 

the aioH important feature m thieeaN iMMl 

one's aicriptive badge, but tot eiaaMtgf 
socially vahuMe assets, it is aapatollitol 
thoee who have been theheaiUadnaeCtoe 


Ifft 


Avrnomic and Miitoal Wedtiy August 2, 1997 



scheme will ^dually slip out of the net. 
They will cease receiving from the collective 
pool and instead will begin to contribute to 
it. O-.cr lime this will exponentially enlarge 
the collective pool of assets and the society 
as n whole w ill benefit from this outcome. 
This general social welfare will not emerge 
because of an unwitting consequence of the 
difference ihcory, but rather because of a 
consciou.s moral choice based on the 
pnncipics of fraternity. The benendaries of 
rescn'aiions have now assets of their own 
which they can be harnessed for social 
purposes. As far as public policy isconcerned 
they cease to be members of certain 
designated castes or communities, and are 
now counted as individuals, (t is in this sense 
that reservations and protective Ji.scrimi- 
nations can be recast and justified in the 
language of rights. Ambedlcar's reservation 
scheme has this potentiality. It is both time- 
bound and aimed at removing from public 
life historical disprivileges on account of the 
accidents of birth. 

Reservations in (he Mandal schetrK tack 
this moral quality. The targeted beneficiaries 
of Mandal, that is those who arc being aided 
from the collective pool, arc quite plainly 
not without socially valuable assets. Further, 


they are unwilling to merge their existing 
tangible assets into the collective pool as 
their express purpose is to convert one kind 
of asset into another. In this case (he 
advantages are purely sectional in character, 
which IS why reservations for the OBCs 
cannot be seen as a simple extension of the 
Ambcdkar programme. Consequently, quite 
unlike the Ambedkar model, the Mandal 
recommendations cannot logically demand 
the undermining of caste distinctions either. 
Castein the case ofthe Mandal Commission 
is an important political resource to be 
plumbed in perpetuity. The Mandal 
programme, Uierefore, is not in the spirit of 
enlarging fraternity, as the Ambedkar 
proposals are. In Mandal the ambitions 
are far too limited, and the goal too near¬ 
sighted, for the moral imperatives of 
citizenship and fraternity to have any room 
for manoeuvre. 
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Are Poor Countries Coming Ooser to the Rich? 

PraUrlit Swkwr 

Growth patterns in the last three decades have not shown any signs of convergence. A typically poor country 
in the early 1960s did not experience higher real growth. Hence there is no catching up of the standard of living 
of the rich countries by the poor countries. 


1 

AREpoor countries growing faster than rich 
countries and coming cioser to them? 
Recently this has been a much>dcbated 
quest!onin so-called mainstream economics. 
This debate owes much to the so-called 
‘new’ growth theory propagated by Romcr 
(1986,1990), Lucas (1988), Rebelo (1991) 
and many others. The new growth theory 
came as a challenge to the old - neoclassical 

- growth theory pioneered by Solow (1986) 
and Swan (1956). Bringing in the role of 
humancapitai formation in growth, technical 
progress was endugenitgd and the law of 
diminishing returns to reproductive capital 

- the important cornerstone of the 
neoclassical growth theory - was quest iuned. 
Adivergent growth pattern wasnow expected 
in conira.st to the convergence implication 
of the neoclassical model. 

In the neoclassical model, poor counuies 
with low ratios of capital to labour, have high 
marginal products of capital and high rates 
of return to capital; hence they tend to grow 
at high rates. “This tendency for low-income 
countries to grow at high rates is reinforced 
in extensions of the neoclassical models that 
allow for international mobilily of capital 
and technology" [Barro 1991:407]. 

The new growth theory assumes con.stant 
returns to a broad concept of reproducible 
capital which includes human capital; hence 
the growth rale of per capita product is 
independent of the starting level of per cqhta 
product. Romer (1990) took human capital 
as the key input to the research sector which 
generates new products or ideas. Socountries 
with greater initial stocks of human capital 
experience a more rapid rate of introduction 
of new goods and terid to grow faster. Thus 
the convergence implicailon of the Solow- 
Swan neoclassical growth theory has been 
theoretically challenged. 

ConvBnaencB Debate in HisromrAL 
PEXSfECnVE 

Both the convergence and divergence 
hypotheses are. however, very old. older 
than the Wealth of Nations (1776) of Adam 
Smith. An idea of convergence can be found 
in the wiilii^ of David Hume on "specie- 
now price mechamsm” [Hume 1752). This 
waacrilkisedby Josiah'nickerrDicker 1774] 
who anliclpatedlheesaeneeofihenew growth 
theory (Semmel 1970, Bagchi 1992]. In 


Adam Smith’s writings, on the other hand, 
the ideas of both convergence and di vergence 
can be found [Elmslie and Milberg 1996]. 

In the early 20th century, Veblen (1915) 
analysed the industrial development of 
Germany and England and pointed out "the 
advantages of relative backwardness". 
Gershenkron (1952) updated and extended 
the work of Veblen toinclude Russia, France 
and Italy. 'The essence of the Vcblen- 
Gershenkron ‘catching up' hypothesis is that 
the late-comcrs in industrialisation tend to 
grow faster because learning and imitation 
is typically cheaper and faster than is the 
original discovery and testing [see also 
Nelson and Phelps 1966. Gomulka 1987] 
Parallel to the convergence and catching 
up idea, the doctrine of uneven development 
became thccore of the writings of the radicals 
such as Baran(I957), Frank (1967) and the 
Latin American structuralist/dependcncy 
school.'This idea can be traced in the writings 
of less radical scholars such as Prebisch 
(1950). Singer (1950), Myrdal (1957) and 
Lewis (1977). 

Kaldor (1972, 1985) tried to explain the 
phenomenon of uneven development through 
cumulati ve causation of an initial product! viiy 
lead based on die existence of dynamic scale 
economics. Krugman (1981) formalised a 
similar idea in a Heckscher-Ohlin frame¬ 
work and showed that the country with a 
small head start in an industry will go on 
increasing its produclivily advantage oser 
the lagging countries due to the existence 
of external economies: through free trade it 
will compete out the lagging countries from 
the indusuy. 

Statistk'al Desatt i.s 1980s 

In the 1980s, a fully fledged statistical 
debate started with the publication of histo¬ 
rical time series of 16 indusiriali.scdcountnes 
from 1870 to 1979 (Maddison 1982J. This 
led Abramovitz (1986:.^86) to observe; 
These data enable us to cdiserve the catch¬ 
up process in quantitative terms over a 
niuch longer span of time than was possibe 
hitherto 

Baumol (1986) used these data and found 
through his regression analysis a strong 
evidence of convergence among the 16 
induitrialiaed countries: a country with a 
lower GDP per worker in 1870 experienced 
a higher rate of growth of GDP per worker 
over the period of 110 years, 1870-1979. 


The finding ofBaumol (1986) was challenged 
by De Long (1988) He observed; 
...Baumol'sregrexsionusesanex/NMisaniple 
of countries that are now rich and have 
successfully developed. By Maddison'i 
choice, those nabons Out ha ve not con verged 
are excluded from his sample because of 
their resulting present relative poverty. 
Con vergence IS thus al I but guaiaiUe^.. .Only 
a regression run oa an ex ante sample, a 
sample not of nations that have converged 
but of nauons ihat seemed in 1870 likely 
to converge, can tell us whether growth 
since 1870 exhibits 'convergence'. The 
answer to this ex ante questmri have those 
nations that a century ago appeared well 
placed to appropnate and utilise industrial 
techno-logy converged"* - is no (De Long 
1988:1138-39). 

Baumol | Baumol and Wolff 1988] 
accepted the validity of this cnticism and 
using Summcrs-Hcsion 11984) senes found 
a sirongevidence of coovc'gence only in the 
upper income group but an evidence of 
divergence among the lower-income 
counmes.This pattern ha.s already been noted 
by others and later on confirm^ by many 
others [see Sheehey 1996], An explanation 
of this patten) can be found in Abramovitz 
(1986): he argues that the potential to realise 
the "advantages of relative backwardness” 
depends on certain ‘socul capacities' that 
vary positively with income [for other 
explanations, see Azariadis e< at 1990 and 
Becker et at 1990]. 

‘CosornoNAL Cokvuoencz’ 

Does this rejection of the ‘absolute* 
convergence hypothesis go against the 
ncoclas.sical growth theory pioneered by 
Solow (1956) and Swan (1956) and support 
the ‘new’ growth theory of Romer (1986, 
1990). Lucas (1988) and Rdieto (1991)7 
Recently the growth theorists have added 
this dimension to the conv»Tgencc debate. 
The cross-country studies of Bano (1991), 
Mankiw et al (1992), Barro et al (1992, 
1995) and Sa)a-i-Maitia (1996) found no 
evidence of absolute convergence; radia 
these studies observed 'conditional' 
convergence - the countries thti ire similar 
in preferences, technologies, rales of 
population, etc, lend to converge in letam 
of per capita GDP and siandan) of Bvbif. 
This finding is taken as a siqipsKt of (Ite 
neoclassical growth theory aa it ia poiMti 
out that the neodasstral gtotaib Ibnary 
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pndieto condiiioivil convwgence - the 
countries ihM are similarlnaliiespecu except 
for their initial level of output per capita are 
expected to converge to the same steady- 
state level of output per capita. However, 
using alternative econometric methods, some 
studies questioned this finding of conditional 
conveigence and showed that the pattern of 
cross-country growth is consistent with new 
growth theory and its di vergence implication 
[Durlauf 1996], 

Thus the debate has been turned into one 
of academic interest, ft Is nolongerconcenied 
with the more fundamental issue - whether 
a typical poor country can catch up with a 
rich country in the process of growth and 
development. Nor is it concerned with 
whether the global income inequality has a 
tendency todeclinc in the process of evolution 
of the world economy. It is basically concern¬ 
ed with whether Solow was right or wrong. 

A CtunooE or Conditional Convergence 
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There is a gross fallacy in the concept of 
conditional convergence. Poverty and sa ving- 
investment rate, for example, are related to 
each other in mutual causation - known as 
Vicious circle of poverty’ in the early 
development economics liietature; a poor 
country is likely to have a low saving- 
investment rate because of its poverty, and 
again because of its low saving-investment 
rate, its productivity is low and so it has low 
per capita income. 

Population growth and poverty are also 
related. The well known theory of 
demographic transition can be mentioned 
here. In the post-second world war period, 
the poor countries in general passed the first 
phw of high biith and death rates and low 
population growth, and reached the second 
phase ofhigh population growth, due to high 
birth rate arid low death rate. The rich 
countries in general are in the third (rfiase 
of low population growth due to low birth 
and de^ rates. Available dtfa [UNCTAD 
1994:430-3S]dww that during 1970-91,the 
rich (‘develop market economy', hereafter 
called the ‘Nonh’) experienced an annual 
average population growth rale of 0.8 per 
cent while the poor (‘developing market 
economy', hereafter called ‘South’)^ 
experienced a population growth rate of 2.4 
per cent per anmim - the rale is about 3 per 
cent for the poor Africa. Schotri enrolment 
rates [emphasised in Barro 1991] and 
dependency ratio (enqihasised in Sheehey 
1996) are also veiy much connected to 
poveity in mutual causatkM. 

Technological backwardness is another 
characteristic of a poor country. Substantial 
lechnologicai gap exists between the poor 
and the rich. Even for the club of the rich. 
OECD, Bernard and Jones (1996) found 
little evidence of convergence of 
mHaifacturiiig tediaologies over time. 


The conditional convergence hypothesis 
is, therefore, tautological: the standard of 
living of a poor country will eventually 
converge with that of a rich country if it 
possesses the basic characteristics of the rich 
country - the same advanced level of 
technological knowledge, the same high 
saving-investment rate, the same low rate of 
population growth due to mass literacy 
(particularly among the women), etc. It 
sounds ridiculous if one argues that a poor 
country, say. Ethiopia (with a per capita 
GDP of $49 in 1960) or Mali (with a per 
capita GDP of $38 in 1960) would catch ap 
with half the siandatd of living of the US 
(with a per capita GDP of $2,877 in I960) 
within 3S years (under the 2 per cent 
conditional convergence obtained by 
Barroand Sa)a-i-Martin (1992 and 1993) 
and many others), if Ethiopia or Mali had 
the same saving-investment rate as (hat of 
the US, the same level of technologicai 
knowledge and the same rate of population 
growth, etc. 

The whole debate on whether there exists 
conditional convergence or not is sterile. 
What is important from the point of view 
of political economy in general and 
development economics in particular it 
Avhether the present world scenario S one 
of absohtfe convergence. This it (he issue 
whkhonoe bothered Da vidHumcandJosiah 
Tucker and later on bothered the scholan 
in the Marxist tradition such as Paul Batan 
andGunder Prank, the wholeLalin American 
structuralisi/dependcncy school and all 
sensiMeidiolartindevdopiiient economics. 

Therefore, the present paper is concerned 
with abtohiteoanveigencc.ltaitenMes tome 
data from avaUaUe touices and examinea 
the question of cooveigenoe. In Section II. 


the dtta source, methodology and the flndings 
are presented. Summary andconclusioiu ate 
given in Section III. 

n 

There is some casual evidence in favour 
ofdivergencc [United Nations 1976:700-02 
and UNCTAD 1995:337-41J.Thepercapita 
GDP of the North in I960 was $1.300 and 
by 1993 it became $21,875. During the same 
period, the per capita GDP of the South rose 
from $ 130 to $984; that of Africa rose from 
$130 to $536, that of LAC rote from $320 
to $2,959 and that of Asia (excluding west 
Asia) rose from SI 10 to $654. In ratio terms, 
the per capita GDP of the North was 11.5 
times that of the South in 1960and it became 
more than 22 times that ofthe south in 1993. 
In the case of Africa, the gap became more 
acute - from 11.5 in 1960, the per capita 
GDP of the North became about 41 times 
that of Africa in 1993. For Asia (excluding 
west Asia), the corresponding ftgures are 
about 14 and 33 while for LAC, these are 
about five and seven. These figures also 
point to Che growing gap between different 
regions of the South. A more rigorous study 
is undertaken below. 

Present Study: Data Source and 
Methodoioov 

Recent studies on the issue of conveigeiioe 
are mainly based on various ventioos of the 
PermWorldTabielSummen-Heston 1991). 
These series use 'international prices' to 
adjust fordiffetencctinlheputcharingpower 
of currenciei. More receoliy, NuxoU (1994) 
pointed out that these dria have some 
downward Mai in ettimating growth rain 
of poor coumriet and upward Mas in 
eMlmating growth ratea of rich oountrisa. 
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Hence the tettei miqr ftvbordKidNftenoe 
hypotbeti*. h wu ob eem e d: 
le i e t we rt o H et price* ete uwftil tor edjumwg 
Cn*MtiiMtMfordifreteiiCM in price level; 
they in certiinly pfefenble to ucing 
eiujungc r*>M. However, iwliii domeitic 
price* 10 meudfe growth me* I* more 
reliable, became iboie pricei cbaracterlie 
dKtade^i faced by the thcitioihmakittg 
tgenii. and hence they have a better 
fouodaikm in the economic theory of index 
number* [Nuxol 1994:1434]. 

Our Mudy 1$ based on national accounts 
siatiitict: dua are collected from different 
UN publications. Prom UNCTAD (1994. 
1993), annual growth rates of real GDP per 
capita are collected for a sample of 110 
countries over the period 1960-93 divided 
intoanumberof subperiods,' 1960-70,1970- 
75. 1975-80. 1980-83, 1985-90. 1990-91. 
1991-92 and 1992-93. The growth rates are 
calculated by using data for all the years of 
each subperiod (not just the beginning and 
end year data} hy filiingan exponential trend 
equation. From United Nations (1976). the 
I960 Ttguies for GDP per capita (in US 
dollars) are collected for all these countries.' 

By and large our sample selection is 
determined by the ready availability of data.-' 
The sample consists of 24 countries of the 
North Olid 86 countries of the South (42 
countries from Africa, 18 countries from 
Asia, 24 countries from Latin America and 
Caribbean, LAC and two countries from 
Oceania). 

The growth rales of real GDP per capita 
for each country over dilTcrem subperiods 
ate plotted against iu I960 GDP per capita 
(log of dollar values) in u scatter diagram 
(Figure 1). The scatter of points shows some 
evidence of divergence. This is connrmcd 
by our legrcssiun analysis. 

RecaessiON Analysis: Strono Evidence 
OF Divergence 

As in Baumol (1986). a semi-log linear 
relationship is nited: 


GDP per capita for the i-ih country in the 
i-ih period, is ilsGOPpercapiuin I960, 
a and b are the inteieept and slope parameters 
respectively to be estimated from the data 
collected here. 

Equation (I) is fitted through the Ordinary 
Least Squares (OLS) procedure to the whole 
saniple( 110coumiiesand867o(Mervatk>iu). 
TheTsbie reports the estimates. The estimates 
of the regression coelYkient (slope) b and 
itsi-radoglveainpMcmhesesshowapasitivc 
relationship (of very high statistical 
ri^iificaiioe) between the Initial GDP per 
capita and its subsequent growth me in real 
*enn*.TIrii Impites that poor ooumries with 
lower per capita ODP in I960 experienced 


lower real roles of growth in the ODP per 
capita than countries with higher GDP per 
capita. That means the gap between the per 
capita GDP levels of poor and rich countries 
widened during the perrod of out study. 

However, there exists strong evidence of 
the problem of heteroscedasticity and so 
t-ratios are re-estimated through the 
procedure of White (1980).* These are also 
repotted i n the Table. This processofuckli ng 
the problem of heterosccdasucily does not 
alter the conclusion. 

The question is whether the same di vergeni 
relationship can be found for the two 
subgroups, the North and the South. Two 
separate scatter diagrams are drawn fot the 
iwosub-graupt(Figures 2arKi 3). The scatter 
of points for the North shows some evidence 
of convergence (Figure 2) and that for the 
South shows the opposite (Figure 3). 

To examine whether the relationship 
postulated in Equation (I) is difTerent for the 
North, one useful piocedufcis to add inicroept 


South are different: and b for the South 
and ^ ard b^ for the North respectively. So 
there are two equations; 

Y. » a. + b .log (2) 

Y, - a. + b. .log X^ (3) 

Equations (2) and (3) can be combined into 
a muki|^ regression with the aid of dsunmies: 
Y..a.4b,logX^4a.DN. 

4 b^.SDN, (4) 

where DN^ is the inttfccpt dummy * I for 
the 24 couiuries of the Nonh and • 0 for 
other countriei, SDN, is the slope dummy 
B DN,.X^ ■ X,, for the North and « 0 for 
other countries, B ^ and b. * b, - b,. 


Equation 14) n fiued to the whole sample. 
The estimated equation is: 

Y, = -4.28 + 1.06 log + 9.9 DN, 
(-3.80) (4.85) (4.21) 

- 1.61 SDN, (5) 

(4.42) 

where R bar square = 0.04. F b 12.43 and 
Dufbin-W atson statistic (DW) s) .45 (White 
estimate of i-ratios in parentheses in view 
of the problem of heteroscedasticity). 

The estimates given in Equation (5) show 
that the South experiences a strong evidence 
of divergence (the cstimaie of b, is positive 
and statistically significant): the relationship 
is suucturally differem for ihv Nonh (both 
dummies are statistically significant). The 
values of the caefficieMS of the dummies 
indicate that a, > a, and b, < b, and give the 
clue that the Southern experience of 
di vergence may not be shated by the Noidmi 
countries. The observation of a statistically 
stgnificam higher level of intercept > s^ 
can be laken as an indication that ^ growth 
rates of the Nonhem countries, in genend. 
are higher than those of the Smthetn 
countries. 

In view of the findings of the rtatiny 
variable anaiysis. Equation (I) is fined 
sepameiy to the two subsaropfes, the Nanh 
(24 countries. 192 observaixms) and the 
South (86 countriei, 673 obtervatioas |. Tlie 
estimates at again nqMtted in the Table 
(panels 2 and 3). For the Nonh. there is smie 
evidence of convergeoce - (he slope 
panuneter is negative and significaM at 5 pec 
cent ievd. But there exists strong evMenm 
of the problem of heteroscedasticily. Tfeb 
WMie estimate of the i-tatio of the tkft 

parameMf shows that die con vci|cace is nut 
robust - die slope is not significaM tt Spec 


Y, B a 4. b .log X^ (I) 

where Y, is the annual rate of growthof real and slope dummies. Assume that the intercept 

and slope parameieis of the North and the 
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cent kvel At besr, it can be coneludedthat 
the existing gap among the countries of the 
North did not widen. The relatively poor 
countries of the North such as Greece, 
Portugal and Spain did not come closer lo 
the richer countries such as the US and 
Canada. 

For the South, on the other hand, strong 
evidence of divergence has been found 
(thereby confirming the Findings of the 
dummy variable analysis). To examine 
whethtf the diflerent regions of the South 
face the same divergent relationship, the 
dummy variable analysts is conducted for 
the South-subsample. The fitted regression 
is 

Y. = a; -s b.Mog + a^.DA, 

+ b..SDA, + a^.DL, + b,..SDN. (6) 
where DA, (DL,) is the intercept dummy = 

I for 42(24) countries of Africa (the Latin 
Americaincluding the Caribbean. LAC) and 
s 0 for other countries. SDA, (SDL,) is the 
slope dummy s for Africa (LAC) and 
= 0 for other countries; a/ and b/ are the 
intercept and slope parameters for the South 
(less Africa and LAC); a„, b,,, a, and b, are 
the coefficients of the dummies used. 

Fitting Equation (6) to the South-sub¬ 
sample, the folio wi ng estimates ore obtained; 

Y, = -4.64 + 1.53 log X,„ - 0.08 DA, 
(-1.90) 13.16) (-0.03) 

-0.51 SDA, + 0.01 DL,-0.53 SDL. (7) 
(-0.85) (0.004) (-0.77) 

wbeieRbarsqsO.IO.F= 16.81 and DW 
= 1.56 (t-ratios in parentheses). 

The estimates gi ven in Equation (7) indicate 
that the strong evidence of divergence 
experienced by (the 18 countries of) Asia 
and (the two countries oO Oceania combined 
together is shared by (the 42 countries of) 
Africa and (the 24 countries of) LAC without 
any significant difference in structural 
parameters (slope and intercept). The 
CUSUM Squares test, based on the OLS 
residues of Equation (I) fitted to the South, 
confimu the findings of the dummy variable 
analysis. 

Fitting Equation (I) to the di ffciera regions 
of the South such as Africa, Asia and LAC, 
a strong evidence of divergence has been 
found in each case (see Table, panels 4-6). 
Ineachcase.theieisnoevtdenceofinitability 
in the paramcien estimated (the CUSUM 
Squares test findings). That is to say, the 
South and its each region are homogeneous 
in negard to the experience of divergence. 

Whii has been observed by making the 
Notth-Sotfh distinction am also be observed 
more clearly if the whole sample is divided 
into two groups on the basis of initial GDP 
per capita; Poor (with initial GDP per 
capitn less than or espial to $500) and Rich 
(with initial GDP per capita greater than 
$500). fitting Eq^ion (1) to the two 


groups, a strong evittence of diveigetice has 
been found for the ‘poor’ while an insigni¬ 
ficant evidence of convergent has been 
observed in the case of ‘rich* (Table, panels 
7 and 8). 

Reveksal Of Diveroence at the Tor? 

From the foregoing analysis, the 
conclusion that follows is that the divergence 
hypothesis holds good for the relatively low 
income countries (the South is dominate by 
these countries); it does not hold for the high 
income countries (the North isdominaled by 
these countries). Is there any threshold level 
of initial income level after which the 
divergent hypothesis will cease to hold? An 
attempt to answer this question can be made 
by fitting a quadratic equation to the whole 
sample: 

Y, = c + d.X„ + efXJ^ (8) 

where c, d and e are parameters lo be 
estimated. 

The esti mates (wi th due care to the problem 
of heteriMcedasliciiy) confirm the slowing 
down of the force of divergence with the rise 
in the initial GDP per capita across the 
countries (note the negativity of the estimate 
of e): ^ 

Y,*0.57+0.0026 X^-(0.l(VIO>XX,>/(9) 
(2.67) (4.76) (-4.25) 

where R bar square >0.02, F« 8.21 and 
D-W 3 1.42 (White estimate of t-raiios are 
in parentheses). 

Ration (9) shows that the higher the 
initi^ GDP per capita, the higher is the 
growth rate of leal GDP per capita; but there 
is a level of GDP per capiu at which the 
rate of growth is maxhniim after which the 
convergence hypothesis bolds good - the 


higher the GDP per capita the lower is the 
rate of growth. The value of the GDP per 
capita at which the rateof growth is maximum 
is given by d/2e. Putting the estimates of d 
and e from Equation (9), the GDP per capita 
at which the rate of growth is maximum is 
calculated; it is $1,300. 

On the ba.sis of this threshold level of 
income, two groups are made; divergent 
group with the initial GDP per capita at or 
below $1,300and the convergent group with 
the initial GDP per capita above $1,300. 
Altogether 99 counirie.s belong to the 
divergent group and 11 countries belong to 
the convergent group.'' 

Fitting Equation (1) lo each group, it is 
observed that the divergent groupexperiences 
a strong evidence of divergence but the 
convergent group experiences neither 
convergence nor divergence of statistical 
significance (see the Table, panels 9 and 10). 
This shows that for the lop I) countries 
which were already rich in 1960, the 
subsequent growth of real income (per capita) 
has no relationship with the inilid level of 
income. Excluding these top 11 countries, 
the others have growth patterns in accordance 
with the divergence hypothesis. 

This conclusion can be contrasted with 
that of Baumol and Wolfff 1988)and Sheehey 
(1996). Their studies observed convergence 
for the top 17 and 14 countries respectively 
and divergence for the rest. Their source of 
data, um|de coverage and period of study 
arediffereni. Moreover, as Baumol and WolIT 
(1988) admitted, Ihey compare only 1950 
and 1980, with no attention to intennediaie 
yearfigures" (Sheehey 1996. did not mention 
the proceu of his growth me calculation). 
Perhapa the more important point li dua the 
pioUm of hetenMcedaitkity was not given 
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-1.96 

0.58 

0.03 

23.52 
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-0-55 

0.02 

4.21 
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(3) Smith (M cmwlrica, 675 sbacrvalioM) 



-4.28 

1 06 

0.03 

24.62 

1.45 

(-3.95) 

(496) 




[-3.80J 

14.851 




(4) Africa (42 counlrica, 326 ofaecrvaliofla) 



-4.72 

1.02 

0.02 

6.88 

1.64 

(-2.5S) 

(2.62) 




(5) Afia (18 countries, 142 obaervatioiis) 



-6.11 

1.84 

on 

19.12 

1.50 

(-2,90) 

(4.37) 




(6) Latin America and Caribbean (24 cuuntricii, 191 ebtcrvatlom) 


-4.63 

1.00 

0.02 

5.36 

1.53 

(-1.88) 

(2.32) 




(7) Poor with 1969 GDP per capita S $500 (86 conntrio, 677 obsenratfoiml 

-5.28 

1.27 

0.04 

30.32 

1.46 

(4.54) 

(5.51) 




1-4.341 

15.371 




(8) Rkh with 1960 COP per capita > $500 (24 countries, 190 nbscrralhiw) 

5,63 

-0.55 

0.004 

1.71 

1.49 

(1 89) 

(-1.31) 




II.77J 

1-1,251 




(9) Mvcrgcnl group with 1960 GDP per capita S $1,300 (99 cuuntrlra, 779 ahacrvaltona) 

3.38 

0.87 

0.04 

29.77 

1.44 

(-3.98) 

(5.46) 
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15.57) 




(10) Caavcrgenl group with I960 GDP per capita > $1300 (11 countries, 88 obrervalhms) 

0.23 

0.17 

-0-0) 

0.04 

1.47 

(0.03) 

(0 18) 




10.041 

10.221 





Nates: • A simple semi-log linear leialionship is fined: 


Y, •! a + b. log X„„ 

where Y, is the annual tale of growth of real COP per capita for the i-th country in the t-ih penod. 
it its GOP per capita in I960, and a and b are the imeroepl and slope parameten nespecuvely 
The equation is fillip through the OLS procedure. Chi-Square and F-iesis of heierosccdasiicily are 
co n du ct ^ on the basis of regression of squared residuals on squared fitted values. If the prablero of 
heierotcedasticiiy is found, the i-raiios are rcesiimated on the basis of white's (I9g0) covariance 
matria. These i-raiios are given in square brackets, 
b The whole sample covers 110 coontries. 

SoNth ('Developing Market Economy* - 86 countnes): Algeria, Angola. Egypt. Morocco. Sudan, 
Tsnisia. Benia. Botswana. Burundi. Cameroon, Central African Republic. Quid. Comoros. Congo. 
Ivory Const. Ethiopia. Gabon. Gambia. Ghana. auiiiea.Guuiea-Bissau. Kenya. Lesotho. Madagascar. 
Malawi, Mali, Mawitania. Mauritius. Moiambique, Niger, Nigeria, Reunion, Rwanda. Senegal. 
Siena Leone, Somalia, Swaziland, Togo, Uganda, Tanzania. Zaire, Zambia (42 counnies from 
Africa): Argentina. Bolivia, Brazil. Chile. Columbia. Ecuador. Guyana. Paraguay, Peru, Surinam, 
Uruguay. Venezuela, Batbadoa. Costa Rica, Dominican RepoMic, El Salvador. Haiti, Hondutas. 
Jamaica. Mexico. Nicaiagua. Panama. Trinidad and Tobago. Venezuela (24 countries from the Latin 
Ameilca and Caribbean. LAC): Cyprus. Joidan, Syria, Twfcey, Afghanisian. Bangladesh. Hong 
Koi«. India, indonciia. South Koreu. Maluysia. Mynamar, Nepal. Pakistan. PhiUipines, Singapore. 
Sri Thailaiid (II couatries horn Asia), Fiji and Pa^ New Guinea (2 coaauies from 
OODMliA). 

Nsuth (‘Devdoped Market Economy* - 24 couatriei); Canada, die us. AnMia, BdgHHN, Oeamatk, 
Finland, Prance. Oetmany, Gicece, leetand. Ireland. Italy. Lazemboatg. the Netherlands. 
Norw^. FemgaL Spain, Sweden. Swittefland. the UK, AuatraUa. and New Zealand. South Africa and 

Japan. 


due atteotion. Otir lewlt if dio-ta keea 
cootraat to the fonnatitM of cautatteee 
ciuba of rich and poor, expected ia Qtieh 
(1996) and in iome theoretical growth moddf 
(see Galor 1996]. 


m 

The growth pattern during the latt three 
decades did not show any sign of con¬ 
vergence. A typically poor country in the 
early )960s did not experience a higher 
real growth. Hence there is no ctachiag 
up of the standard of living of the rich 
coujunes by the poor countries. This if 
irtM for the North; this is true for the dif¬ 
ferent regions of the South (Africa, Asia and 
Larin America) and for the South as a whole. 
There is a strong evidence that the growth 
patterns are divergent - instead of any 
catching up, (Jk gap in the standard of living 
between the poor and the rich countries 
increased in the post-second world war 
period studied in this paper. There it one 
qualification - the force of divergence slows 
down with the rise in income (per capita) 
across the countries and there exists a group 
of highly rich countries which experienced 
no divergence among themselves (nor any 
convergence). 


Notes 

1 For collection of tome papers written 
in this Lann American tnuiHion. tee Seen 1981. 

2 lnUNcompilaiianofdBia,thenMrfce*ec<KKNny 
wurid excludes ex-Socialisi coamiies (former 
Soviet bloc countries and Oiiiw). it is divided 
imo two sub-grtNipt - the 'devetoped* and 
'developing'. The 'developed’ covert d the 
‘market economy' countries of Europe, the 
US. Canada. Japan. Israel. Aunralia, New 
Zealand and Sowh Africa. The nest of foe 
‘market economy' countries consotoie 
'developing' group. 

.t For tome coualriet we do not have data 
for all the periods. 1990-91, 1991-92 and 
1992 - 93 , 

4 Forsofflepaorcountricsl960-GOPf4SBCsM 
not available. So we have used 1963 figama 
for some countnes and 1970 figures fsrsome 
coomries. We do not expect any sdbsiaMidI 
alieralioa of the basic resirils. 

5 Major petroieamexpaneistach as Libya, Ina, 
Iraq. Kuwait and Saadi Arabia are defibctuKly 
excluded front the sample. Their real OOP yur 
capita showed high negaive pemth bocaaac 
of the OPEC strategy of output reairiciioaa and 
price in cTc taa. 

6 Under CDwditioii of hetetOHedMiictiy. one 
caiMM say with oraiainiy whether dw OLS 
eetimaled staadard emn me too low or too 

WWr'I (19fr0)eiiuaaae M robuM to awM 

lyp tl oi llBitfDiCOCliMGiCy. 

7 The up el ev e n c onnir i e t on the basis of 
l960aOP per capita are: dre US, Qniin, 
Aanoe. Geisnnny. Lsseadwoii. leilaMl^ 
Sweden. Swiaertnad. UK. imwrtfomrtTitoi' 
Zcalmid 
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Refresher Course on South Aslan Peace Studies 

Th« Maulana Abut Kalam Azad InstHuta of Asian Studies is organising 
a 10Hiay Refresher Course in Calcutta on South Asian Peace Studies 
from 20th October to 29th October, 1997. The Course will emphasise 
problems of population flow and population displacement in the South 
Asian East and North East and will cover ieeuss like minority problems, 
different visions of peace, modalitiee of conflict resolution, women 
and peace movement. International Law in these studies, and broad 
issues in South Asia. * 

Applications with curriculum vitae and a note on teaching or 
reeearch/profeeeional Interasta for participation in tha Course are 
invited from young coilege end university teachers and other 
professions, under 40 years of ago, which should reach the Director, 
Mautane Abut Kelam Azad institute of Aelan Studiaa, 567, Diamond 
Harbour Road,Bahaia, Calcutta - 700 034 (Fax: (033) 468-1396) 
by 31 August, 1897. 
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Rastogi Committee Pay Structure: Disincentives 

Rei^orced 

T Ravi Kumar 
Badri Ralna 

The central paradox of policy on higher education since 1985 resides in the two opposed stipulations that policy- 
makers have wished to impose on the country's teachers: acquire degree after degree, eligibility after eligibility, 
if any career advancement is desired; simultaneously, learn to jettison all pretensions to thinking. 

It is in line with this mindset that the UGC Pay Review Committee, 1991, makes its recommendations. Its exertions 
in pursuit of the goal of drawing the 'best talent' to teaching follow along three axes: (a) diminish teaching 
to a rung below bureaucrat, banker, executive and other educated services; (b) require spiralling eligibility, but 
take away every necessary input to excellence; and (c) regulate and regiment teachers into subservience. 


I 

ALL policy suttemeiiu on the educational 
syitem in India refer to its importance in 
terms of its role in providing crucial inputs 
to socio-econofnic developiiient via creation 
and dissemination of knowledge and skills 
as also “being the ultimate guarantee of 
national self-reliance”.' Perhaps as a 
corollary, various governmental committees 
examining the pay and promotional structure 
aswellasthe serviceconditionsof the teachers 
have also expressed, ad nauseam, the need 
toensure that the teaching profession attracts 
and retains the best that the coumry has to 
offer in terms of human resources. 

Thus, the Sen Committee Report on 
UniversityGovemance (Sen Committee from 
hereon) had stated, “it is most important that 
a fair proportion of the most talented people 
should go into the field of education and 
research. The Kales of pay should signify 
the high priority to education, especially 
higher educalioo” and later "the scales of pay 
of university teachers should not be inferior 
to those available to the members of the all- 
India services...” |GOi 1976:1]. in the 
discussionsorthe Meluotra Committee (MC 
from here on) this poim was reiterated; “the 
pay scales of the teachers should be such that 
the best talem available may be attracted and 
retained in the profession. There should be 
parity with the pay scales of the Indian 
Admsnistmtive Service or at least with 
orghnised Central Services Group‘A'” (GOI 
1986 b;64]. 

The Report of the UGC Pay Review 
Commitlee, t997,(Chairpenon: RPRastr^) 
takes on special significance as it has been 
submitted in a macro-environment where the 
income profiles have altered considerably 
over the past decade. Starting from the trad- 
1980s governmental policy has moved away 
from ht earlier position of keeping mit^ 
sad high incomei in check on grounds of 
promoting greater equity. Ceilings on the 
renMtiwnllons of ihimagerial personnel in 
the private sector were initially raised and 


later completely relaxed for profit making 
companies. In additkm, equity promoting 
aspects of the tax policy such as high degree 
ofprogressivity in the rah; sUucluieof income 
and other direct taxes have been diluted 
considerably and additional tax conces¬ 
sions introduced. The Fifth Central Pay 
Commission (CPC from here on) in 
examining the widening salary differences 
between the government and private sector 
employees expressed the view, “that this 
problem if not addressed at this juncture is 
likely to gradually spell a rot in the system. 
Not only is a fli^t of talem an immediate 
possibility, a teitdency towards corruption is 
equally likely” [GOI 1997a:365]. 

The Rastogi Committee (RC) Report has 
also acknowledged the importance of the 
educational system and the teaching 
profession - “the higher education system 
has to ensure that the skills, understanding 
and output of the graduate and researchers 
they generate is equal to the best in the 
world" and further “academic profession is 
the mother of alt professions in the society”. 
In respect of the need to attract and retain 
talented persons within the profession, the 
RC conceptualises, “...pay Kales given to 
the teachers should be comparable, if not 
better, than thoK in similar professions..." 
(GOI I997b:8]. However, that Uick are pro¬ 
forma platitudes and that the absence of 
reference to any specific service, mentioned 
in the reports of the Sen and Mehrotra 
Committees, in the category of 'similar 
professions’ is deliberate emerges quite 
clearly after examining the RC tccommen- 
dationtonthepayandptomotional structure 
for leKhert. 

11 

The RC lecommended new scales of pay 
and promotionai time frame are shown in 
Table I while Table 2 shows the same for 
the Central Services, Groups‘A’and‘B* as 
recommended by the Fifth CPC. In Hgure I, 
the career pay profiles (CPP) of the teachers 
and the centnl services, constructed by 


unfolding the recommended pay scales over 
the recomittended promotiorial time frame, 
are compared.’ Pay, unless otherwise 
ioned, will refer to the aggregate of 
pay, houM rent allowance (HRA) and 
city compensatory allowaace (CCA).’ The 
faster prontotional time frame as wdl as the 
larger number of pronxMiooal grades (PC) 
available to Croup 'A' officers enables CPP 
(Gr A) to riK aix>ve CPP, (wiihout-PhD 
profile for teachers) from the fifth yearitsdf. 
The disparity widens as CPP (Gr A) accesses 
and traverses the higher PCs. The difference 
incumulati ve career earnings between Group 
A and teachers will be about Rs 16.31 lakhs 
and this despite the teachers having an 
additional two years of service.* The 
advantage in cumulative career earnings 
between Group A and all other CPPs available 
to tCKhers under the RC pay and promotional 
structure are summarised in Figure 7. There 
will be clearly no Kmblance of parity at any 
level (excepting the first four yc^ with the 
Group A’ Services. 

if any parity is seen to be emergmg under 
the Fifth CPC and RC fecommerulatians, it 
will be between teachers and Kveral services 
belonging to central services Group *B'.’ 
Both have three PGs and while the span and 
incremental profile is marginally better for 
teKhers, this is more than offset by the rime 
profile of promotions for the Group ‘B’ 
serviixs (Figure I). 

m 

Alienutive CPPs available under the RC 
reconsmended pay andpromorional stiuciute 
have to be now examiiied to ideatif)' rime 
paths better than CPP, which could exist 
and, therefore, reduce the disparity wilb 
Croup ‘A’ services existing vis-a-vis CPP,. 

While entering the profession, a teacher 
Imiwobasicdiakes-joiawiiblheiniimami 
qualificalian (post-graduation) or join ate 
his/her doctorate. These choices am 
lepreaenied as CPP, and CPP, i cu tcc tim^ 
in Figure 2. The throe inciemenli ghwi m 
the Stan do not ofte the liue-ycnr Igg in 
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joining service and consequently CPP, lies 
below CPP, for much over the entire career 
and despite access to the third PC in the 21 St 
year of service it is only from the 26th year 
that CPPj rises above CPP,.* In terms of 
cumulative career earnings, CPP, is to be 
clearly preferred to CPPj (Figure 6).’ 

The next choice has to be made between 
continuing without a doctorate or an in- 
service attempt at completing a PhD 
programme. Prevailing study leave rules 
would cleaiiy affect choices at this point. 
CPP, in Figure 3 has been constructed under 
the RC recommended study leave regulations 
and assuming that study leave is sought and 
given immediately after becoming eligible 
forit and forthe maximum permissible period 
at a stretch.' CPP, is at par with CPP, up 
to point A and then drops down and traverses 
points B atxl C representing the two years 
of study leave before rejoining CPP, in the 
eighth year. The fall to B is due to an RC 
recommendation denying HRA and CCA 
over the period of study leave .'Though there 
is no gain from the PhD degree till the 24th 
year of service when the third PG is accessed 
(point E), overall. CPP, represents a better 
career path than CPP, and therefore CPP, 
as well (Figure 6). 

How achievable is CPP,? Any answer 
necessarily has to address itself to two basic 
issues; (a) conditions governing successful 
completion of the PhD programme and (b) 
the actual degree of accessibility of the third 
PG (professorship). There can be three 
possible outcomes; (i) PhD completed, 
successful access to professorship 
(reptesenied by CPP,); (ii) I^D completed, 
access to professorship denied. This can be 
represented by a path CPP,* which is CPP, 
up to point E (Figure 3). but here instead 
of rising away from CPP, it would continue 
along it (not .shown sepa^ely in Figure 3). 
There would therefore, be a dead loss 
represented by ABCD as compared to CPP, 
and no offsetting gain."* CPP, is therefore, 
to be preferred to CPP,*. The third outcome 
is whm the PhD programme is not completed 
which would automatically deny 
professorship. 

In determining the probability of the three 
outcomes, examination of the study leave 
rules which are the operative factors affecting 
the success or otherwise of the in-service 
PhD attempt becomes crucial. The RC has 
recommended that study leave, “shall not be 
grained for morethan (wo yean inone spell...” 
and “...the maximum of study leave 
admissible during the entire service should 
not exceed three years”. Also, “study leave 
may be granted not more than twice during 
one’s career. At least flve-years must elapse 
before the teacher is eligible for a sec^ 
spell” (GOI 1997b; 197]. The PhD pro¬ 
gramme, therefore, has to be completed cither 
in a two-year spell (CPP,) or over two spells 


of two and one years respectively with a ft ve- 
year gap in between (CPP,). 

The RC recommendations, therefore, do 
not seem conducive to successful cotnpinion 
of the PhD programme during the period of 
study leave. Most univeiaities stipulate one 
year of course woiic and some insist on 
completion of a MPhil programme before 
commencing work on the thesis. Teachers 
will thciefote be given one year to complete 
their thesis-woii involving researching and 
prioritising areas of interest, identifying and 
demarcating the precise research area, 
surveying existing literature, developing 
methodology, collecting relevant material 
including data, analysis, assessment and 
correction at every stage, progression over 
various drafts, pre-submission vi va-voce and 
the actual submission process itself." Under 
the RC stipulated time frame, insistence on 
any level of academic content will imply 
non-completion of (he PhD programme. A 
hurriedly submitted below-par PhD thesis, 
even if found acceptable by some university, 
could well lead toa path such as CPP,* with 
the professor's grade being denied at a later 
stage. It must be noted that the RC recom¬ 
mendation of the 40-hour week formula 
would also prevent the teachers from 
establishing any son of academic groundwork 
for PhD before seeking study leave. With 
outcomes (i) and (i i) bei ng highly i mprobable, 
career paths CPP, and CPP,* have to be 
ruled out." 

The likeliest outcome - non-completion 
of PhDand automatiedenial of the professors' 
grade - is represented by time path CPP, (F) 
in Figure 4 which is similar to CPP, up to 
point C. <?PP,(F), however, will drop down 
further to point S as a result of another RC 
recommendation seeking refund to the 
university of half the leave salary as penalty 
rornon-complctionorPftD.''CPP,(F)(ejoin$ 
CPP, in the ninth year and merges with it 
thereafter. CPP, still remains the most 
preferred path at this point with both CPP, 
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and CPP,* ruled out and CPP, npttscMliig 
higher cumulative career earnuigi over both 
CPP, and CPP,(P) (Figure 6). 

While travening CPP,(P) consequent to 
an unsuccessflil attempt at CPP,, a fuither 
choice has been offered under the RC 
lecommendations.Teachers will be permitted 
to avail of the remaining one year of study 
leave after a gap of five years from the first 
spell of two yean. CF1*, in Figure 5 is 
constructed uiider this premise and further, 
the assumption that the teacher is actually 
successful incompleting the PhD prograr.uie 
in the third year of leave. CPP, is contiguous 
with CPP,(F) up to point F when there is 
a fall to G (again due to denial of HRA and 
CCA for the third year of leave) and (hen 
a return to CPP,(R till the 24th year of 
service when the third PG isaccessed wherein 
it rises above and maintains this position 
throitghouttheremainderofthecareer. White 
CPP, represents the ‘best’ feasible in-service 
PhD path under the RC recommended 
structure, the cumulative career earning under 
this path remains below that of CPP, by Rs 
21,300 (Figure 6)." 

IV 

The economic logic implicit in the RC 
recommendations will clearly discourage 
(eachen from doing research. While the ‘PhD 
prior to joining service' path (CPP,) 
represents a massive loss of Rs 8.36 lakh as 
compared to the 'without PhD' path (CPP,). 
the best RC recommended in-service PhD 
path, CPP,, results merely in reducing the 
loss in career earnings to Rs 21.300. Note 
that the proper procedure of discounting will 
iiKrease (he difference between CPP, and 
CPP, since the losses in the former path 
occur during the sixth- seventh- and ei^th- 
year while the gains are potentially realisable 
much later - from the 24(h year onwards." 

Research will also be discouraged due to 
the counterposing of the failure pot hsCFP,(F) 
with CPP, and CPP,(F) (not shown) with 
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Source: Constructed ftwn Ranogi ContiMIM Repori, 1997. 
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CPP^. Both hdltoe path* represent actual 
additional losses in career earnings due to 
the penalties being sought (o be imposed. 
Under the existing rules the equi valent failuK 
paths would be CPP, itself. Note also that 
the probability of occurrence of failure paths 
such as CPP,(F) and CPP^(F) is reduced 
coAsitferably by the existing niles pennitting 
study leave for three years at a stretch. 

The RC recommendations will be 
extreinely damaging for those openings in 
the teaching profession where a doctorate is 
the effective minimum qualiftcation. 
Tbachers, per force, will havetoeither traverse 
CPP] accepting losses in career earnings or 
opt for an in-scrvice PhD via CPP^ in some 
alternative job which accepts post-graduation 
as the minimum qualification. This while 
reducing the loss would, however, imply a 
delay of thirteen years belbre theircandidature 
becomes effective for the former job. 

Finally, no feasible path better than CPP, 
eiiieiges under the RC structure (Figure 7). 
Overall, therefore, the RC recommendations 
will give teacheis, at best, marginal parity 
only with Central Services Group ‘B’. 

V 

To ensure that the 'best talent is attracted 
and retained' there is need therefore, for the 
introduction of a career path much superior 
to CPP, to ensure, at the least, parity with 
the Group A services. This can done via 
higher pay scales or/and afaster promotional 
time frame or alternatively the pre-ievised 
scales can be upgraded before conversion. 

An important caveat needs to be entered 
here. Implicit in the analysis throughout the 
preceding sections is the assumption that 
access to the three promotional grades ate 
automatic once the required eligibility 
conditions have been fulfilled. While this 
may well bold for the lAS/Group A/Group 
B officers, given the three time-bound 
promotions under the Assured Career 
Progression scheme being sought to be 
introduced by the Fifth CPC, the same cannot 
be said for the leaching profession.'* While 
the Central Civil Services officers 
automatically traverse their best paths, 
teachers will have to acquire additional 
qualifications to access and traverse theirs. 

In addition, under the RC recommendations, 
each promotion will be preceded by two 
le fi estiCT courses, evaluation of self-appaisal 
and student assessmem reports through two 
outside experts and then interview by a 
selection committee. 

Thenofianat introductionof apaih superior 
toCPP, will, (heiefofe, noebeenough. Access 
to the rogber promotional grades will have 
to be improved rather than impeded. It should 
also be noted Chat any intended in-service 
PhD career path such as CPP, collapses to 
CPP, if sttK^ leave is denied. Availing of 
study leave will therefore have to be 


conaideied an integral part of a teacher's 
career path. 

VI 

A different aspect of the RC recom¬ 
mendations relates to the transition of teachen 
who are at different points in the various 
existing CPPs to their appropriate places in 
the equivalent RC CPPs, The RC has 
lecotnmended (hat the RRh CPC formula 
governing pay fixation tobe madeapplicable 
to the teachers which will lead to a coalescing 
of stages in terms of the post-hike total 
emoluments below the starting point of the 
new scale applicable to each grade.*' To 
decongest, the ficment formula as finally 
determined by the'central government wiU 
be one additional incicment in the revised 
scale of pay forevery three increments drawn 
in the pie-ievised scales of pay." There is. 
therefore, a loss of increments earned in the 
ptc-revised scale as compared to the Point- 
to-Point (PTP) fixation formula which 
essentially ensures the same number 
increments in the revised scale. 

Teachers wi II ex periencedi fferem degrees 
of loss in their pay (pay in this section refers 
to basic plus HR A) decoding on where they 
are in the pre-ievised scales. To evaluate the 
loss from the non-adoption of the PTP 
formula, four cases are developed; cases I, 
II, III and IV representing teachers (without 
PhD) who entered the Entry Grai^. first, 
second and third PCs (third PG with PhD) 
respectively on January I, 1986.''' The 
cumulative loss in pay over the first ten 
operative years for all four cases are shown 
in Figure 8.™ The same figuie also shows 
the results of a similar exercise carried out 
for four analogous cases for Group ‘A’ 
services under similar assumptions." 

Teachers clearly experience a greater loss 


in pay as oomparad to Gioup ‘A* otflom 
whichisesieodanytfuetothelQiigeroperadve 
spans for the teachers which leads to greater 
‘bunching’ of post-hike total emohuneats 
and the lower number of PGa which results 
intben^taiiveitnpactofthelossofincieineiits 
to be effective over longer periods. 

vn 

The qualitative decline and incremental 
vulgarisation of policy attention to higher 
education is graphically demonstrated by the 
RC lepoit. It is of course another nutter that 
their differing qualitative outputs 
notwithstanding, all pay review committees 
have reflected the changing needs and 
perceptions of the Indian ruling classes from 
time to time (Raina 1988], In a class society, 
when responsible teachers become academic 
bureaucrats, there seems no limits to the 
contempt with which they look backward 
upon teaching and teachen. It is not 
sufprising, therefore, that the RC report 
should be a piece of vindictive hackwork 
designed to downgrade critical, pedagogic 
activities and concerns, even while it mouths 
inanities about drawing the country’s ‘best 
talent’ to colleges and universities. 

Its hardly any secret that since 1983 
decisions regarding higher education in the 
third world have been made by international 
ftindinginstttucions fitnaioningas watchdogs 
of neo-imperialism. The proceedings of the 
Bangkok Conference on funding higher 
education in the third world were to be a no- 
nonsense illustration of the macro- 
pronouncements in that regard [World Bank 
1986]. Sotnecicar enough lequiiements were 
laid down in that document. First, that third 
world countries mired in poverty have no 
business spending resources on higher 
education, llie prescription here is that money 


Tasu 2. Fifth CPC Recommended Pay and Promotional Structure fur 
Grout 'A' and Grout 'B'* Services 


Promotional 

Groun 'A' 



Groun ‘B’ 


Grade 

Grade 

Scale of Pay 

Access 

Grade 

Scale of Pay 

Acceu After 



(inRs) 

After Yean 


(in Rs) 

Yean of 




of Service 



Service 

Enuy 

Jr Time Scale 

8000-275-13500 

Entry 

IV 

8000-275- 

Entry 

Grade 

I 

Sr Time Scale 

10000-325-15200 

4 

III 

1.3500 

IOOOO-.325- 

15200 

8 

2 

Junior 

12000-375-16500 

8 

II 

12000-375- 

13 


Adminiitrative 
Grade (JAC) 

* 



16500 


3 

JAC (Selection 

14300-400-18300 

13 

1 

14300-400- 

18 


Grade) 




18300 


4 

Senior 

Administrative 

Grade 

18400-500-22400 

16 




5 

Higher 

a) 22400-24500 

24 





Adffiiaiftraiive 

b) 22400-26000 






Grade 

c) 24030-26000 






Stmree: Comiracted from the Report of the Fifth Central Fty Coraffiiuioo.1997, Govemmenl of 
lodit. 

*See note 5. 
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■pent on batk mciRh ne an ttncoDKioiuble 
watte of reiourcet, when technology - no 
longer of value in the ‘developed’ west - 
may euily be impotted with due regard to 
intellectual property rights. Inonetbeoretical 
fiat, a strategy for the intellectual 
immiserisation ^ enslavement it thus laid 
down. Fuithermoie, the third world countries 
are then advised to spend the bulk of their 
allocations on the primary sector. 1110 crucial 
question of total resource allocation to the 
educational sector is thus sought to be side¬ 
tracked into a controveny between different 
levels of education, pitting primary versus 
higher, formal versus infoniul and so on. 
Nolethat though the ‘Chalkngeof Education' 
document acknowledged that the proportion 
of GNP spent in many countries ranged 
between 6-8 per cent of GNP while in India 
it is slightly mote than 3 per cent, no attempt 
at correctiveactimi has resulted though more 
than a decade has elapsed [GOI 1985:24], 
The RC repon, in fact, avoids any mention 
of the responsibility of the state in funding 
higher education. 

The argument, indeed, lies elsewhere. If 
the heavy burden accruing to the west on 
obsolescent science and tecluKdogy are to 
be offset, these can only be palmed off to 
the 'third world’ while the 'developed' world 
retains its grip on global intellectual 
hegemony by setting itself free to invest in 
frontier areas of knowledge. This requires, 
simultaneously, that a drastic transformation 
is engineered in the quality of the consumer 
class in the third world societies. Higher 
education, therefore, we are to understand, 
ought no longer to be about intervcniions 
in the creation and dissemination of 
knowledge suited to construct an equitous 
polity; it should be about generating skilled 
manpower equipped to further the interests 
of multinatiofial corporations ascheap labour 
inputs. Clearly such a project cannot flourish 
if (i) we insist on our improving our own 
science and (ii) if free-play is allowed to 
areas of knowledge and enquiry that 
constantly yield discomforting critique of 
favoured social and developmental paradigms 
(Swamy and Raina 1984]. 

Inde^ the central paradox since 1985 
resides in the two opposed stipulations that 
policy-makers wish to impose on the 
county's teachers - namely, aquire degree 
after degree,eligibilityaftereligibilky.if any 
career advancement Is desired; simul¬ 
taneously, leam to jettison ail pretensions to 
thinking! It it in line with this sort of mindset 
that the RC makes its recommendations. 
Briefly, in exeniom in pursuit of the goal 
of dfiwingihe 'best talent* loieachingfoltow 
along three axes; (a) dimlidsh leaching to a 
rang below bureaucrat, banker, executive 
and other educated services; (b) require 
ipirtfUng eiiglMliiy, but take away every 
neoeaiaiy input toexodienceand(c)fegulaie 

lit 
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and regiment teachers into subservience. 

We recall that Plato had difficulty in 
formulating his dream republic on account 
of the maddening autonomy and suspicious 
pen;Hcacity of writen, artists, poeu and so 
on. What is being sought by the ‘developed’ 
world, after all, requires a similar 
disenfranchisement of creative and critical 
classes if western capital is to have an 
unfettered field day in India. Thus, like the 
proverbial housewife, not only is the teacher 
to be above and beyond the beloved market, 
hefshe is to be at once occupier of moral 
high-ground sustained by organised self- 
flagellation and inspired by the contempt of 
guilt-ridden money-makers who graduate 
from lower forms of venality and corruption 
to more evolved and international ones. 

Notca 

(Earlier work on tectiaas 1 and It appeared in ihe 
DUTA Newsletter, Jaly 1997 ] 

1 GOI (l986al.Naiional Policy on Education, 
p3. 

2 It is asaumed tfaroughont the analysis, unleu 
otherwise meiXioned. that there is unrestricted 
traversing of the CPPa, i e, there is aulonulic 
access to the higher promotional grade once 
the eligibility conditions are fulfilled. Also, 
as finally determined by the central 
govemmem the age of retucineiil for central 
services and teachers have been kept at 58 
and 60 yean, respectively, inconstfuciing the 
CPPs. (The RC hat recommended 62 yean 
as the age of superwwuaiioa for teachers if 
the Fiflh CPC lecommendation of 60 years 
for government employees is accepted: RC 
Repon, p 112). 

.3 Asfiiuaiydeleniiinedbylhegovenunent.for 
A-l class cidea, HRAiscakulaiedas 30per 
cent of the actual revised basic pay and C^ 
for ptc-ievised basic pay of Rs 2.001 and 
above, as Ra 300. 

4 Cumulative career earnings are estimated as 
EX (CPP(Or A ),-CPP I ) where i is any month 
in w year j. It shouM be noted that, if the 
two additional years of service of the leachen 
are removed, the disparity increases to 
Ri 22.29 lakhs. Note also llml one can join 
the central services two years earlier since the 
nrinimumqualificttionrequired it graduation 
To keep the analysis simpler we have 
aggregated over time without ducoaiuing to 
pteaent values though, as will be explained 
later.dMCDUMinfwillicmfQKceourafgumesUs. 

5 Services like the PANICS, DAMPS. 
Pondicheny civil service and Pondicherry 
poher service have been upgraded to Ra 2.200- 
4,000, and they have been given a fourth pay 
scale of Rs 4,500-5,700 for fiather caieer 
prpgfcasion by the Fifth CPC (pp 556-57). 
While ifaeae iccommendationa have been 
accepted by the govemmem for the lam two 
aervioet, tte case for DANICS and DANIPS 
will be conaideied aeparalely by a‘fast tsnek' 

6 WehaveamwnedriwiMglKMtllwtindyriMt 
it lequiiea a miaiiwMi of thaw yutra to 
cotnptae a PhD progra m m e . Two yean have 
been added as being nccnaaasy for obtaMag 
perama em em ptoyme ot . 


7 Diaoonmiiig In pieaeni vaitiet wifl iaacaie. 
in propotliaii, d tf fatence betweta CFP, 
and C^, since the lotaea in pay occw during 
the begimsai of the career while the gams 
are realiaed much later. 

8 "Study leave may be granted u a pennaneat 
whole-lime teacher with not leu than five 
yean of continuotta service...", RC Repost 
p 196. And, as exanuned later on in Ihia 
section, for not more than two years m a 
stretch. 

9 RC Repon. pp 197-98. 

to Area of ABCDdoes not accurately neastite 
the lou. 

11 The RC Report lefen to ‘compietiOD' of 
studies If this is to be taken as award of the 
PhD degree, tlien the lime taken for seceipl 
of the external examinen' leports, viva voce, 
award of degree, etc, have m be added. 

12 EvenifCPP,hadbecDfeasible.iiwoiildhave 
been available only to a small psopostioa of 
leachen. For example, m the University of 
Delhi, not more than two leachen in a 
depart m ent or 10 pei cent of leachen in a 
college are permitl^ to be on study leave m 
any given point m lime. 

13 "Ateacher: (aj who is unable to compleie bis/ 
her studies within Die period of study leave 
granted to him/her...SludI be KaMe to tefimd 
to the univeniiy the amoum of leave salary 
and allowanoe and other expenses, ipeai oo 
the teacher or paid to hi m/her or hisftier behalf 
in connection with ifaecoune of study, to ge the r 
with inteicst iheteon at the rate of 6 per cem 
per annum to be charged frm the dme of such 
paymeffi. Provided ihmif a teachahaa served 
the univenity for a period of not kss ihaii 
18 months on tetara from study leave, be/ 
she shill refund to the univenity half of the 
amount calculated as above", RC repost, pp 
199-200. We have amumed umpie imeicat 
and also that the amoum IS refunded in equal 
monthly insuimenia in the cighlh yem ita^. 

14 Pubs other than CPP, exist with caieer 
earningt in excess ofcn*, but iemdiauCPF, 
due to PhD being uiiiiaied afer the sixth yem 
of service and w,th leave availed of in two 
spells - 2. I or 1. 2 year combinmiOBa. 

15 Despiie this Ihe RC repost hm the foUowmg 
pimiludea. "We need to promosc scaeasch in 
vatious aieas of knowledge m the cs m wl i y. 
Piomoiion of leaeasch is cracial br die 
university system'. And later, "it mam alao 
be conceded thm a candidme with a doctoral 
degree develops abiliuea to foimuUte a 
problem, set out the objectitrea of 
mvcuiigaiioii, gather data fRMnjoumalt,haoiB 
and experimesaa, analyse dmai property aad 
finally thaw valid conctisaiooa... All theae me 
valnablc aasns for an academic'(RC Repon 
1997:94). 

16 The deiaib of Ihia achetne aac ditcaased ia 
the repost of te Fifth CPC pp I8S-202 

17 An amount irpwwmi iig 20 per cent of baae 
pay in the pic-ioviaed ac^ is a dded to 
emolamema as oa la im a t y 1.1996 which it 
the aggregate of basic pay hi the ptc-teviaed 
scale, D A m AlCPI average of 1510 at on 
Jmmaty 1,1996 and tefim two mmrtxMb 
of iaiBtm idief. Pay will dserealkr he lipd 
in the ptopoaed leak m dm atage ahxt dbtmt 
dm tnhl e m ok we aei txa n patedfUlhCPC 
1997:2039). 

18 The CPC recommended tttpfliguqplhtnmia 
wm one inettmem (iomdm Mkiadhi ni|^ 


1997 


tm 





twAMk 04 \k(M iaeiMBMUi from the 
IW:»4»). 

19 Hw tMcken ptogicn fnm JuMUKy 1. >916 
(oinnuiy i. 1996 is M per the Mating pty 
traiM and ptvmotioot] tune /nine Md Arnn 
Janoao'1.1996 10 January 1.2006 as per die 
RC smictttie. 

20 The nature of attumpdani ate sadi that they 
do not requite Oie capture of the endie career 
pniAle ptecedtng entry to the different PCs 
on January i, 1986. it should be noted that 
some teachers couldweDiciirelieronJatiaaiy 
1.2006 which would imply different figures 
for the cumulative loss. Inclnsioa of CCA will 
not alter the analysis since under the CPC 
tecommendaiiont CCA is constant acron 
scales. 

21 The fourth CPC hod not laid down any rigid. 

ptomoiioiial time fnuue or any fotmulotioa 
about the numberof promotions or the length 
of service that should qualify for lime-bound 
promotion. This aspect has been also 
commented upon by (Ik Fifth CPC (p 189). 
After iiuerviewingseveralgroup 'A'officers, 
wlint may be termed as a ‘bed’ profile for 
promotions under the Fourth CPC for Group 
*A' officcn was constructed as teacheis ore 
alto assumed to be operating under such a 
profile, i e. unimpeded promotions 
immediateiy aftermininaim eligibility. A brief 
outline of promotional strocmre ii higher 

grades it available in the Itqoioder to The 
RecoromendatkmE of The Fifth Central Pay 
Commission' I997;ZS. 
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DISCUSSION 


Price and Non-Price Factors in 
Agricultural Investments 

VNMbra 

PBRHazdl 


I 

IntroducdoB 

IN our paper [Misra and Hazell 1996] we 
included an analysis of the determinants of 
private investment In Indian agriculture, 
which lua generated considerable debate. 
Our results showed that while the domestic 
lenns of trade and lechntdogical change (as 
represented by the spread of HYVs) were 
significantly and positively related to private 
capital fbmwtion, public capital formation 
was not a significant detennining factor. 
This result challenged the much cherished 
assumption that public and private investment 
are compiementaiy. 

Ourreaults have been challenged separately 
byYKAIagh(YK)(1997a)tndBDDhawan 
(BD) (1996) on the following grounds: 

(a) By using gross capital formation measure 
ofinvesiment.wedid not control forchanges 
in stocks. In the case of public investment, 
the value of these stocks is thought to move 
coumer-cyclically to non-stock components 
of capital formation (Alagh I997ai. 

(b) Wedid not adequately control for possible 
multicollinearity between the explaitatory 
variables in our investment equation, and as 
such pan of the contribution of public 
investment might have been captured by our 
technology variable [Dhawan 1996]. 


(c) We did not allow for potential lagged 
effects of public investment on private 
investment, such as might arise from the 
construction of irrigation canal systems 
(Dhawan 1996]. 

Moreover, in another paper, BO has also 
argued [Dhawan 1997] that the stock of 
public investment should be included in the 
private investment equation, as has been 
attempted by Gandhi (Gandhi 1990]. 

Th^ comments are taken into account m 
this note while re-estimacing our investment 
equation. We also take advantage of the 
a vailabil iiy of more recent data to update our 
analysis to include several post-reform years 
(up to 1993-94). The results reinforce our 
earlier finding that public investment is no 
longer a major driving force for private 
investment in Indian agriculture. 

11 

Analylicai Issues 

We previomlyused gross capital formation 
(GCF) as our investment measure because 
it is possible lo calculate this measure 
separately for the public and private sectors. 
While YK is correct in pointing out that 
gross fixed capital formation (GFCF) is a 
better measure because it is defined net of 
stocks, it alio suffers because the national 
iccounts statistics (NAS)data do not provide 


a breakdown between its public and private 
components. To cakailale this breakdown 
for our {nesent puiposes, we bad to auume 
that public GCF and GPC^ are identical and 
then to deduct this from the total GPCF to 
get the private sector component This is 
clearly a gross approximalion and we 
therefore report results for both the GCF and 
GPCF measures in this note. 

There are no easy solutions (o the multi- 
collinearity problems in our model. BDesten- 
lialiy suggests dropping or combining varia¬ 
bles to see bow robust the key results are. 
Thisisiheapproachwcuseinthisnotc,as wdi 
us varying tlK time period of analysis. We 
also introduce one-year lagged relations bet¬ 
ween public and private investment. A modd 
specification that includes the public net 
fixed capita] stocks has also been estimated. 

in 

Results 

The baseline results for our revised and 
updated model are presented in Table 1. For 
the entire period 1960-61 to 1993-94, new 
technology (as represented by the spread of 
HYVs) has a positive and highly significanC 
impact on both private GCF and OHJF. Tins 
is consistent with our earlier result. While 
the terms of trade have a positive impact on 
private investment when measured through 
gross capital formation, it is now no longer 
statistically significant in the case of gross 
fixed capital formation. Also, while we 
previously obtained a positive but sumslically 
insignificant cocflicieni on public investment, 
this is now cither near aero or negative, 
depending on the measuti. of private 
investment used. However, it still remains 


Tatu 1: ReoMSSKiN Anai sis roa the Peanos (i) 196(161 ro l99.t-94 and (it) 1966-67 to I99.t.94 


C^-cfficieiits 


Equation Dcpcndrni 

No Venable 

Consiaiu 
Term (a) 

Cross Temu 
of Trade 
Lagged One 
Year (Per Cent) 

Public 
Invesuneai 
Lagged One 
Year (Ri) 

Technolog)' 

(i e. Per Onl 
Area 

under HYV) 

Intencuon 
Term between 
Terms of Trade 
and Technology 

Adjusted 

R 2 (Pet Cent) 

DfW 

Number of 
Obeervanoea 




FrMU I968-61 la IMJ-M 





1 

Gfou Capilal FOrmatioa 

$3>.62 

8.20+ 

0 0.1 

5493*** 


0.82 

1.39 

33 



(0.81) 

(1.54) 

(0.1.1) 

(8 64) 





2 

Gtou Fixed Capital 

928.41 *• 

5.31 

-0.29+ 

58 06*** 


0.86 

072 

33 


Furaialioa 

(1.75) 

(1.24) 

(-163) 

(10.68) 








From 196A-47 la 19*3-94 





3 

CroM Capital Fondatioa 

2467.48* 

-5.53 

-0.18 

4S.6*** 


0.67 

1.06 

U 



(I..59) 

(-0.49) 

(-0.66) 

(4.29) 





4 

Oran Fixed Capital 

1754.75-r 

-0.62 

-0.39* 

54.81*** 


0.77 

0,72 

28 


Pomuiion 

(1.38) 

(-0.07) 

(-1.75) 

(6.39) 





5 

QroasCapiuI Formatioa 

151.1.44*** 


0.0.1 


0..50*** 

0.68 

1.19 

21 



(6.91) 


(0.1.1) 


(608) 




6 

Gnu Fixed Capital 

1443.79*** 


-0.22 


0.56*** 

0.75 

0.71 

28 


Funaaiion 

a.72) 


(-I.2I) 


(7.99) 





Notn-. t’ Staliiiictatem|Mrewlieiei. 
*•* SigaincaM at 1 per oeat level. 
*• SigteAcaai at S per ceai level 

* Sigaiflcaatat 10 per ccai level 

* SigBtfkcaMatlSperceaiievel. 
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Tails 2 ; Rsomsshn Analysis fqi the Pnucns (i) 1966-67 to I 9 M'>I ano (n) 1981-82 to 1993-94 


Equadon Dependent 

No Variable 

Constant 
Term (a) 

Public Investment 
Lagged One 

Year (Rs) 

Co-effleioDU 
Interaction Tetm 
between Terms of 
Trade and Technology 

Public Net 
Fixed Capitri 
Stodcs 

Adjusted 

R 2 (Her Cent) 

D/W 

"Number of 
Observadoni 



From 1966-67 to 19M-81 





1 Cin»s Capitol Formation 

998.24**» 

I.09»** 

0.14 


0.71 

2.14 

IS 


(4.04) 

(3.08) 

(0.84) 





2 Cross Rxed Capital 

1J47.46*** 

0.9I»* 

-0.03 


0.82 

1.42 

15 

Formation 

(9.81) 

(5.44) 

(-0.33) 







From 198142 to 1993-94 





3 Gross Capital Formation 

1640.54 

-0.43 

0.65 


0.80 

2.47 

13 


(0.63) 

(-0.63) 

(1.23) 





4 Gtots Fixed Capital 

413.44 

-0.28 

0.93+ 


0.84 

1.90 

13 

Fonaaiioa 

(0.16) 

(-0.40) 

(1.73) 





5 Private Cross Fixed Capital 

-966.3 f*** 


1.28*** 

-0.005 

0.88 

- - 

13 


(-5.60) 


(3.13) 

(-0.05) 





Sous: 'I' Suuislics are in paieiuheaes. 
*** Signiftomt at i per cent level. 
** Significant at S per cent level 
■f Significant at IS percent level. 


statistically insignificanL Thus, again our 
results continue to provide little direct 
evidence of a complementary relation 
between public and private investment in 
Indian agriculture. These results are further 
confinned by the results of equations 3 and 
4 estimated for the post-technology 
period 1966-<i7 to 1993-94. In this case, 
even the terms of trade have a negative 
impact, though it continues to be statistically 
itutigniricant. 

To address the potential problem of 
multicoUinearity. Table 1 also contains the 
results after merging the terms of trade and 
technology variablesiiitoasingleiiiteraction 
term during the period 1966-67 to 1993-94 
(equations S and 6). The results for public 
investment remain much the same, there is 
still no evidence of acoraplementaty relation 
with private investment. 

The results of initial phase (i e, 1966-67 
to 1980-81) and modernised phase' of the 
new tecbnciogy (i e. 1981-82 to 1993-94) 
presented in Table 2 clearly indicate that 
public investment was an important factor 
in explaining the variations in private 
investment in the initial phase and the 
intcnciion term has not shown any influence 
on private investment. However, in the 
modernised phase, the reversal has taken 
place in the sense that it is interaction term 
between the terms of trade and technology 
which became the most impoitam factor in 
explaining the variations in private 
investment,^ wherens the public investment 
has not shown any impact on private 
investment Ruther, the net flxed puMk 
capital slocks have also notinfluenced private 
inveitmem, but the intenctkm tetm again 
turned out to be the most important factor 
when taken along with net fixedcnpital stocks 
in explaining the changes in private 
Investment daring the modemiscd phase of 
Indian agriculture. Itmay,bon«ver,benoied 
thm the equation containing the net flxed 


capital stocks could not be estimated for the 
initial phase of the new technology mainly 
because of the non-availability of data in 
NAS for the earlier period. 

IV 

CoaduskMis 

One thing that stands out clearly is that 
by updating out model to include mote years 
of post-reform period, the results weaken 
rather than strengthen any measured 
relationship between public and private 
investment. This result seems very stable, 
even when vre try different measures of capital 
formation, different time periods or different 
combinations of variables as suggested by 
some of our critia. 

Net fixed public capital stocks also do not 
seem to have influenced private investment 
in the modernised phase of technological 
development of Indian agriculture. 

Note! 

(The views expreiied in dui note ire penonil.] 

1 We have been ridiculed tqrAla^C 1997b) for 
cMinating the refieuian equation earlier on 
the basis of 10 years' time series dtlo. In this 
regard, our stand is that when the brood trends 
in a aeries of particular period get icflecied 
in icgiesiioo coeflicieni. dimiisilng tbeisaue 
arising out of such etthniiBS by merely calling* 
it os bad econometrics does not sttm to lead 
us anywhere in undentantfing the role of public 
investment in the growth ptooess of ladiM 
agricahuTB. 

That apart, (he foot is that even after adding 
three ycais to the series (for the period 1980- 
81 to l993-9<)inlhisnDte.iheres^icmained 
the same for both the meas ares (I e.OCP and 
OPCF) of invetnwaL It only shows dM«c 
got dm wsuhi not mainly befiuic of ihoti^ 
sarimtmijfiis, batprahaMy haeanatimMi|K 
iu dm series wHC such dmt it iwuliad fado H 
ao H ((g n l Bcmtc oe f Bcie B tofpabBchw t iia tim 
foexpUafatgdmcbaqipsiaprivaKiaveuaaent 
over the modernised phnsc of ladian 


agiicalluie. 

2 FordeclinmgofpuUicinvestnientinthefecent 
period, see Govemroent of India (1997). The 
main reasons for decllnini public investment 
in agricultuie are staled as f^lows:(i)DiveRion 
of resources from investment to current 
expenditure. A Urge portion of public 
expenditure on agricultuie in leoent yean 
went into conent expendituie in the fom of 
increased subsidies for food, fertilisers, 
eleelriclty, irrigation, credit and other 
agricultaral inputs rather than on cicaikw of 
asseii. The subsidy for feriilMer which was 
Rs 5,796 croie in 1992-93 is likely to rise to 
over Rs 8,000 crore in 1996-97. (U) Larger 
expenditure on maintenance of existing 
ptqjecu. And (Mi) relatively lower aUocotioa 
for iirigaikm, rani infrastracniic and leseirch, 
more emphasis on food sec^ty, lack of 
effective oedit support andcreditintatructnm 
in rural areas. 
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Recalling Partition 

The most telling feature of partition is the narrati visaiion of violence by those 
who lived through it as always being ‘out there'. Violence appean 
to mark the limits of the community, what happens within its boundaries 
is not by dermition, violence. There is thus only duty, necessity, die 
call of the times and a recognition of its exceptional ‘rules’- all that 
is necessary to secure the life of the community or nation. 2037 

Accelerating Change 

In the Indian economy, growth has accelerated where reforms have 
been most extensive and has regressed where they have been slow. 

There is need to broaden and deepen the reform process if the 
momentum of higher growth is to be maintained. 2064 

Five Decades On 

Official stories about the bomb, whether in Japan or the US, reveal 
much about the national myths of each nation, but are wholly 
inadequate to capture the lived experiences of all the people of either 
country or to grasp the significance of the nuclear era. 2010 

Papered Over 

A formal alliance between sections 
of the United From and the Congress 
is now very much in the offing and 
fundamental economic and social 
interests and conllicts are sought 
to be contained under flimsy 
power-sharing arrangemems. 201S 

Coals to Newcastle? 

It is ironic that in spite of the long 
experience ihm India has of public 
health research and management, 
an American univenity should be 
planning to set up a public health 
instiluie in Kerala reportedly 
starred entirely by foreign 
experts 2019 

Obstacle Race 

Why don't so nuny children in poor 
communities survive through primary 
schooling? A study in a poor urban 
neighbourhood in Delhi indicates that 
allhough there is a gieai pocentiai 
among primary teachers to make a real 
difference to the lives of the cMIdien, 
(hey arc handicapped by policies 
which do not allow sufficient 
room for accommodating local 
social, economic and cultural 
factors and so make ihc leaching 
and learning process within 
the clas-crtiom stimulating. 2653 

Legitimising Wrongs 

The Kerala Scheduled Tribes 

Amendment Bill 1996, awailing the 
governor's a.s.<>enl, virtually lvalues 
old land transfers from Irihals 
' to non-iribals. 2014 

Strains of Alliance 

If the alliance between sociaiogy and 
gender studies is not to settle into a 
'liredness', pedagogies that expBddy 
interrogate (he divisiaa of public and 
private, reason md emotion rooted 
both in everyday toncems md 
in hisioty are iteccssory. 2IZ3 

China and Hong Kong 

7716 final uiikni of Hong Kong md 

China will shape in i dramatic way 
the world economy of the new 
century round the comer. M21 

Easy Money 

While the benefits of the abundance 
of liquidity, which remain.^ the 
dominant feature of the (inancial 
markets, have been marginal to the 
commenial sector, the government 
has taken lull advantage of the situation 
to nearly complele its full-year 
borro«#i t programme within 
the fifft Unt months of the 
financial year. 2003 

New Conflicts 

Conflicts between daliu and 
sctoduled tribes who have 
beneflied from the siMe's 
largess are beeomlng more 
evident in Karnataka. 2017 



LETTERS TO EDITOR 


Population of Mumbai 

SUDHA DESHPANDE it attempting to 
establish underenumeration of 1991 
population of Mumbai on the basis of 
migration tables recently released by the 
Census (‘Evidence of Underenumeration 
in 1991 Census Population of Mumbai’, 
fPIP, June 28). Three equations, which 
are in fact simple variations of each other, 
are used to conclude that the estimate of 
0.3 million as migrant population during 
1981-91 as reflected in 1991 Census, it 
incorrect. (Incidentally there is a misprint, 
symbol O should replace M.) According 
toihel99l CensusTableD-2 for Mumbai, 
the migrant population at 1.2 million is 
computed by adding those people having 
stated that the duration of their residence 
in Mumbai is 0 to 9 years. However, this 
shows only the in-migrants and not the net 
migrants. The estimate of out-migrants 
from Mumbai is not given in this table nor 
is it discussed in the article. If estimate 
of in-migranis, especially in the adjoining 
districts of Thane and Raigad from 
Mumbai is made, the picture about net 
migration for Mumbai would be clear. 
High compound growth rate of popula¬ 
tion during 1981 -91 period for the neigh¬ 
bouring areas like Thane Municipal 
Corporation (5.51 per cent), Kalyan 
Municipal Corporation (5.31 per cent), 
Mira-Bhayander Municipal Council 
(8.44 per cent) and Bhiwandi Municipal 
Council (8.26 per cent) indicates sub¬ 
stantial in-migration, large part of that 
could be from Mumbai. It therefore follows 
that till an independent estimate of net 
migration from Mumbai is produced, 
dismissing the Census 1991 figures for 
Mumbai as an undercount may not be 
valid. Migration of population from city 
to suburbs, to extend suburbs and then 
to the adjoining towns which are well 
connected by the suburban railway services 
as in case of Mumbai is in line with the 
generally observed demographic pheiw- 
mena in case of many cities of the world. 

As regards her criticism of urban 
plannen unquestionably accepting 1991 
Census populariou, it may bedarifled that 
populatioB in planning at the regional level 
is taken as a broad indicator of growth 
(unlike in a plan at city level). The 
population forecast made in the Mumbai 
Metropolitan Regional Plan 1996-2001 is 
based on the likely shore of MMR in 
Maharashtra nd India and not on the 
growth rate observed during 1911-91. The 


2001 population of Mumbai according to 
this plan is about 12.93 million. Even if 
we usume that the 1991 population wu 
10.5 million this should not be an 
underestimate. 


V K Phatak 


.Mumbai 


IV>lice and Pl^NiIar Protest 

JALLIANWALA BAGH (1919) U an 
emblem of state violence against popular 
demonstrations. Each time the state acts 
with excessive force, the public recognises 
elements of Jallianwala Bagh in the act. 
On July II, 1997, the Mumbai police 
opened fire aggressively on an angry 
group of demonstrators killing about 13. 
The demonstratore were angered by a 
‘chappal garland’ on an Ambedkar 
statue, itself only the most recent anti- 
dalit move in a state niled by the Shiv 
Sena whose chauvinism against Tamils, 
Muslims, dalits, communists and 
progressives of any hue is well known. 
The desecration itself follows the re¬ 
actionary controversy over the renaming 
of Marathwada University and Anin 
Shourie’s most recent book on Ambedkar. 
On the streets, regardless of the claims 
of the police and the ‘shock’ expressed 
by the Shiv Sena government, people 
have begun to make the connection with 
the 1919 incident. 

On July 14, a procession of CPl(M) 
activists marched towards Maharashtra 
Sadan in New Delhi to condemn the 
brutality of the Shiv Sena-BJP regime 
and the widespread oppression suffered 
by the dslit masses (including under the 
BSP-BJP regime in UP). The Delhi police, 
in another provocative act, plac^ bar¬ 
ricades far f^rom the Sadan’s gates which 
demonstrated partisanship with those 
who did not wish to face popular criticism. 
The front ranks of the procession rushed 
the barricades, bravely broke through the 
police line and began to gather, peacefully, 
near the Sadan’s gates. At no point did 
the CPI(M) activists make any move to 
enter the Sadan or to engage in mayhem. 
The police, without warning, used thdr 
water-cannon and lathis. I glanced to mj^ 
side and saw acomrade get bit in Iheeyh 
by the water cannon. Despite the obvious 
pain, he leaned forward, recovered his 
red flag and ran forward. He bad to be 
virtually forced to hospital (and only a' 
day later be assured that the doctors hod 


saved his eye). Comrade Molauddla is 
an inspiration in these days of atiject 
cynicism. Eventually, the ptdice let up 
and Joginder Sharma (CPI), Brinda Kant 
(CPI(M)/AIDWA). K M ‘Hwari (CTTU). 
Mahesh Kumar (DYFl) and Battllol 
Bairwa (JNU student union prealdeiit) 
offered impassioned deauadationaoflhe 
July 11 incident and of the general tread 
of anti-dalit violence. That the poUiogfpr 
the president was going on and that many 
took comfort in the fact that the next 
president was bom in a dalit family at the 
same time as there is consistent violence 
against dalits demonstrates the heinous- 
ness of our liberal consensus. 

Among intellectuals (ftidled by the wash 
of Gail Omvedt, Ross MulUck and Kanoha 
Illiah) there is a false prujudice that 
communists do not tokeupdalit issues. Ibeee 
intellectuals assume thm only dalits ean 
represent dalits, itself a vulgarisation of the 
idea of representation. The national dalit 
leaders did not nuJee any kind of proteat of 
the July 11 firing, notably because people 
such as Mayawati and Kanshi Ram are now 
beholded to the hindulva ensemble. PkHther, 
these 'dalit leaders’ principally bdieve that 
the only way to do ‘dalit prides’ is to either 
be a dalH or to combat civil injustices agsdiwt 
dalits. The communist movement, u I 
understand it, it wedded to an aherotiive 
theory. It assumes that the oontmdictofy 
conditions of dalit life must be combated as 
a totality and that the social oppreatioo of 
daliu is not simply juridical, but also fooled 
in the structures of our society. For that 
reason, dalits must be otganited not only as 
dalits, but also as chizens, as the work^ 
dan and as womeiL To simply ooihbat 
casieism by leinfordtig caste is a bonknqit 
dynamic, best demonairaied by thedeariead 
of the BSP whose sole ideology seems to 
be to elevate dalits as dalits above all other 
sections of society. The pngmsUccaateisa ^ 
of our intellectuals, to steal a phtiae Area 
Aijaz Ahmad, is met at each tun by the 
programmatic casieism of the‘daNt parlies’. 
The denominational ndure of society is 
not challenged. Unlike those who oppeae 
Mandal to protect class privilcgee, the 
oommunist movement fights to end the 
conditions oi dalit oppreaskm and eiptoi- 1 

lation by the struggle for equality. Equafily 
cannot be mandated m the Hbenb under¬ 
stand tt. It must be struggled for and, in e 
small way, tUs is just what the OKM) dM 
recently. 

VUAT PSAWIAn 

New Delhi 


Boo n omic and PoUikhl Weekly 


9,m\ 







ECONOMIC 

AND 

POLITICAL 



A Beginning Not the End 

F lPry yean are obviously not a long period in the life 
of a nation; but the first 30 years of democratic self- 
governance Bre.especially foracountiy which has traditionally 
been feudal and monarchic. In that sense, the golden jubilee 
of India's Independence merits some celebration. But even 
more, it is an occasion for pondering seriously where we have 
reached and whither we are bound. Neither our economy nor 
our polity or society is where it was expected to be, or even 
whm it ought to te to benefit the country's freedom and 
advancement The majority of Indians living today, who 
belong to the post-Independence generations, are perhaps 
unaware of the dreams their forbears had SO years ago. They 
vveie not any less rosy than those of today's youth; and it 
would be sobering for the young men and women of today 
to look back on the country's recent hisioiy, and ask why 
so many of the earlier dreams remain unfulfilled. 

It would of course be stupid to use the occasion tocompioin 
about all and sundry. The past five decades have not entirely 
been eaten by locusts. As a nation, we have made very 
significant advances in nuuiy directions. Compared to where 
the British left off, India’s infrastructure is vastly greater; its 
industrial and agricultural economies more diverse: its supply 
of skilled manpower much greater; and the QDP is such as 
to provide for some increase in per capita real income to a 
very much larger population. We have made spectacular 
progress in nuclear and space research, as well as in 
biotMhnology and electronics. India's exports have been 
enlarged and diversi fied, its imports rendered more selective. 
Non-resident Indians have miale enviable reputations and 
fortunes, and even become a force to reckon with in the 
domestic policies of the country. 

These are not small gains. But the fact remains that success 
has accnied only toafew; very Ittge sections of the population 
remain in conditions no diflerent ftum those of their fore- 
fMhers. Over a third of India’s people are, by official defini¬ 
tion, poor and nearly one-half illiterate. Moibidity and infant 
mortality continue to be unconscionably high. Despite a 
proliferation of five-star hotels and apartment complexes, 
luxury trains and air-taxis, expensive cars and dep^ment 
stores, mobile telephones and communication satellites, per 
capita availability of essential foods and services is sUII 
woefully inadequate. Shortages of food articles of common 
consumption, clean water, go^ roadk, domestic fuel, schools 
and primary health clinics have become permanent and 
ubiquitous - for whatever reason. 

The World Bank and the IMF may have lauded the country 
as the fifth largest industrial economy, but our ranfc,aocording 
to the UNOFs Human Development Index (HDI) 1994, is 
alowly l38!True,theHDIisnotaprecisetoolforin:etnational 


comparisons, but it still constitutes a good enough pointer 
to the lopsid^ ‘progress’ we have made in the last 50 years. 
The Nehru era’s goal of 'growth with social justice’ is perhaps 
farther away today than it was 20 years ago. And with the 
ill-conceived drive towards globalisation of the Indian 
economy, self-reliance and national sovcrcipty have almost 
become dirty words, not to be mentioned in polite society. 

Everybody may not be disturbed by these features of 
economic policy and trends, but the malaise that has overtaken 
India's polity and society causes wide concern, though not 
necessarily forlhesame reason. There is adcepdissausfaction 
nationwide at the way institutions which were intended to 
be potent insuuments of popular democracy have been 
corrupted. People of all classes and professions have 
contributed to this hole in political and social life - though 
each sanctimoniously holds that others atKl not they ate 
culpable in this regard. Instead of trying to mobilise popular 

pressure tofight corrupt administration, politicsandl^nett, 

many tend to argue that we just have to learn to live with 
graft and bribery and exploitation until a free market system 
leads us to an age of plenty. Or until those who have been 
underdogs come i nto their own and reorder social and political 
life to benefit the masses rather than the elite. Thus appear 
new sets of dreams, variously for various classes, groups or 
ages. Are these any more capaMc of easy altainment than 
those of the earlier generation? 

This is a serious matter, not something to be romanlicned 

in terms ofa'national'trend towards some sort of et^ilibritm. 

The many deplorable characteristics of Indian society which 
have gained ascendancy in the present are symptoms of 
something deeper, something that has long been poisonii^ 
our political and social institutions. Recent events in 
Maharashtra and Bihar - to take only the more glaring 
examples - are indicative of the underlying disconienl ^ 
frustration amongst the underprivileged which are coining 
to a boil. Self-seekers of ail types have found this climaie 
ideal for their machinations, for securing private profit at the 
cost of social unrest. They ate not confined to any one 
category - politicians, the bureaucracy, businessmen, trade 
unionists, farmers, communalisu, academics, media persons, 
transnational corporations, even non-governmental 
organisations ate all engaged in such exploitation. However, 
the question still temaias; why has this happened? Whm is 
it that constituted the ground in which dragon's teeth could 
be sown? 

Advocates of the lihcralisaiion-and-globBlisatioo poocy 
have a ready answer which they find comforti^ - it is afl 
due to the misguided policy (rf 'planning’, with iie itme 
intervening in the economic field. If things had been kfl to 
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the private sector and the mailcet system 
(assisted naturally by die World Bank, IMF 
and transnational corporations) it would all 
have been, they say, far difTerent. There is 
hardly any doubt that by the 1980s, the 
bureaucracy had become an all pervading 
incubus. The ‘iron-frame’ of the colonial era 
on which Jawaharlal Nehru and Sardar Patel 
came to depend in the post-partition period 
continued to be favoured by the elected 
governments, and now exercises immense 
power without accountability to the people. 
The governmental bureaucracy quickly 
spread its icy tentacles on public enterprises 
and even research and cultural organisations. 
Where they were not in direct command, as 
in financial institutions, banks and univer¬ 
sities, the mandarins of the civil service have 
so altered the work-culture and organisation 
and methods of these institutions that they 
are no way different from government 
departments. 

Very much more important is the colonial 
culture they have not just preserved but 
extended in thq.discharge of governmental 
functions. The separation of government 
ofndals from ‘subject' citizens, which was 
the hallmark of imperial administration, has 
become much greater. Bureaucracy i.s today 
a powerful vested interest, operating hand- 
in-glove with other interests which claim 
ecommic or social hegemony. In the imple¬ 
mentation of policies - whether under the 
rubric of planning or liberalisation - the 
primary b^ficiories tend to be the members 
of government administration, and those who 
combine with them or are willing to propitiate 
them. There is a tremendous clas.s interest 
here ofbureaucrais, business men, politicians, 
media persons, rich farmers, even academics 
and artists. All of them have taken advantage 
of the infrastructure, education and health 
faci titles enlarged undcriheplonsand become 
upwardly mobile; and their ‘wog' culture 
has only become more incrctricious. 

Despite their high objectives, the five- 
year plans tended to peter out after the initial 
decade, when uncertainties bom out of the 
realignment of political parties left plan 
implementation to the tender mercies of the 
bureaucracy. The havoc adetermined bureau¬ 
cracy can play with government policy has 
again been demonstrated by the many 
obstacles that the New Economic Policy of 
the govemmcnl of India is facing, be it 
control of public expenditure or simplifica¬ 
tion of customs regulations or iinplcmcntatiun 
of Jawahar Rozgar Yojanu and targeting of 
the public distribution system. Whether 
these are the right policies or not i s a .separate 
issue; but as in the case of the five-year plans, 
the effectiveness of these operations has 
come to be determined by civil servants, 
senior or junior. And thanks to their warped 
set of values, the structures of production, 
employment and incomes have become 


virtually incepableof meeting the basic needs 
of the Indian people. 

Comforting as it may seem, it would not 
be correct to blame this state of affairs entirely 
on the British. The clast culture of the 
bureaucracy is as much a vestige of the 
Mughal administration as of the British. This 
in its turn is a product of sultanate privileges 
and Hindu caste discriminations. Hindu 
society had.forages,denied the ‘lowercastes’ 
the benefits nfknowledgeorasscl-ownerthip. 
Invading Muslim chieftains had long been 
accustomed to being served by slaves and 
eunuchs, who lived in bondage to their 
‘moliks’. When the British took over India 
from the East India Company, the Queen of 
England did not become a constitutional 
monarch but an absolute one - an Empress, 
in fact. And in fashioning the civil service 
for this jewel in the crown, Britain's pariia- 
ment borrowed heavily from both their 
predecessors - the Muslim sultanates and 
Hindu kingdoms - to define the relative 
status and privileges of the ‘rulers' and the 
'ruled'. Alfcr 1947, though Indians replaced 
the British in the top echelons of these 
services, the ethos and spirit of the services 
rcmaincdunaltered-aholch-potchofBritish, 
Muslim and Hindu philosophies of govem- 
anceofa ‘subject’ pcople.Orficial privileges, 
the assumption of superiority, ruthlessness 
and partisan justice were continued as having 
traditional if not divine sanction. 

Manifivstly, the bureaucracy could not have 
developed into the monstrosity it is today 
if the democratic governments which 
assumed officcatlcr Independence had willed 
it otherwi.se. Why did they not do so? It may 
bethatinimcdiaiely after partition, numoging 
the mass movements of people across the 
borders, quelling communal disturbances in 
several areas and the sheer task of holding 
the country together left no choice to the 
government; it had to use the machinery that 
existed. But soon enough we launched the 
'Republic' of India, with a political structure 
different in several ways from that of the 
British and intended to promote decentrali¬ 
sation of governance even to the district and 
lower levels. We also launched a series of 
live-year plan.s of economic development, 
in which stale and local area plans were to 
constitute the bricks. In those contexts, it 
was open to the government of India to 
change the character and privileges of the 
administrative system to suit the needs of 
a decenirali.scd democracy, to nuke its 
accountability to the people whom it is sup¬ 
posed to serve clear and transparent. That 
it did not do so is now a matter of hista?y 
and the rca.sons for it are ul.so obvious. A 
system built around (be all-India services 
h.ad no desire to bedeprivedofits centralising 
potential. And those elected to ofTice soon 
developed an overpowering hungerforpower 
and pelf, in the .satisfaction of which a 


centrally-oriented adnilnistration im i 
natural ally. Regardleaa of how (hey oome 
to power, Indiana condmied the tradtkiacrf 
the Muslim nawabi and Himfai nyaa of the 
past - even to the extent of wanting to found 
adynasty.They appropriated for thenuelvet, 
as if by divine ri^t, much of the good tbinga 
of life no matter what costs the peqile hid 
to pay. 

This state of affairs has continued long ^ 
after Independence because the poor and the 
underprivileged spread along (he length and 
breadth of the country remained confased 
and unurganiied. It is only now that they 
have become aware of their political itrength 
and organised thenudvesintotUongT^ODal 
parties. In the last two decades, the spread 
of electronic media and the remarkable 
growth of the local language press have 
helped them to recognise the importance of 
taking hold of (he governmental ai^uratus, 
if their economic and social status is to 
change for the better. This process has been 
further assisted by the upper caste inspired 
'Hindutva' programme of the RSS family, 
the atrocities against dalits by the Shiv Seiia 
in Maharashtra and by communal groups in 
Bihar, Tamil Nadu, Kanutaka and other ^ 
states, the brutality of the police everywhere ^ 
to all of which the concert slate or central 
authorities have turned a blind eye. Over and 
above all this, the liberalisation policy has 
cut back even the inadequate human 
development programmes in which the 
central and state governments were involved 
and shifted the priorities in policy towards 
satisfying the consumption and business 
requiremenu of the upper income groups. 
There has been a virtual explosion of urban 
and busine.ss inconKs and of the supply of 
expensive coatumer goods demanded by I 
this segment of society. The demonstration ^ 
effect at all this has been heightened by ' 
aggressive sales drives and advertisements 
on TV and elsewhere. In other words, those 
so far deprived from sharing the fruits of 
progrcs.s have now organised themselves 
sufficiently to challenge the upper daises 
which have monopolised everything. The 
ridicule that the press and TV h(»p an Laloo JL 
Prasad Yadav or Rabri Devi or Dr RamdoM 
and the provocative desecration of Che statues 
of B R Ambedkar are evidence of a growing 
fear amongst the established powers. They 
have already intensified their attempts to 
prevent a unification of political groups 
consisting largely of tribais, dalits and other 
‘backward’ classes. Besides this tactic of 
dividing (heir forces, entteiKhed interests in 
government and elsewhere use all the other 
means open to them to prevent these 
underprivileged classes, which after all 
constitute the majority in this oountiy, from 
securing political aswndincy. 

What we witness asindlaemersthe second 
holf-ccntury of iu independent exiitmoe is 
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thut a delayed rewn^on of dw freedom 

■ itnig^-tte liberation of the ifllteraie and 
poor peoples from domination by an elitist 

■ Ddnorityandtheeatablishinemofinstitutiont 
and otganiiuions which are truly demo¬ 
cratic. Not that LatooPmssd Yadavor Kanthi 
Ramortheorganitersofdalitdeinonstratioos 
■ad bandhs of one kind or another are all 
inspired by democratic ideals or are.full of 

, concern for uplifting the living standards of 

the deprived classes. But they have started 
a process whiph is bound to cause profound 
^ changes in the political and economic 

I structures of the country. The hitherto 

‘backward sections' are learning fast and 

■ have begun to appreciate their capacity to 

] change the ordering of things in society. 

They have realised that it is not inevitable 
that they remain poor and powerless, that 
they continue to becxploited in every which 
sw way. They see no reason why the nation's 
1 / nauiral and human resources cannot be used 

to their advantage. If others do not do so, 
what is more natural than to take charge of 
things yourself? It is this enormous change 
in society and political attitudes that marks 
the SOih anniversary oflndian Independence. 

The apparent instability of the union 
N government and the jockeying for position 
of different political parties and political 
‘leaders' is only the first sigiu of this flux. 
The transition to a new order will of course 
not be smooth or to the liking of those who 
have benefited so far, or even of those who 
have initiated the process. What we are 
witnessing today is more like the beginning 
of 8 groundswell and its immediate 
consequences may be to uproot existing 
structures and clear the ground for new 
construction. Perhaps the next SO years will 
wibMss the culmination of this process and 
rapidly reach a situation in which ihc basic 
P' demonic valucsof liberty, ju.sticc.equality 
and individual dignity are secured forevery 
man, woman and child in India. 

HEALTH 

Distorted Messages 

a 

THE manner in which a section of the medical 
fraternity and iu organisations are promoting 
breast-feeding for infants - the campaign is 
very much in the public eye this week, which 
has been designated the Breast-FMing Week 
- is a good illustration of how the projection 
of cofnect health information gets distorted 
because of 'scientific' medicine's tendency 
to objectify the human body. 

' It bos bm a couple of decades since 
wisdom dawned on the medical fraternity, 
or a section of it. that the nithless marketing 
strategies of baby-food MNCs, particularly 
Nestle, were dermtlcly affcctiag the health 
and life-span of babies, especially since the 
' product M begun to he marketed widely 


in the countryside. Over the decades, an 
effective and well-informed movement 
developed with the leadership of and wide 
support from the medical community and 
pediatric associations. It has been successful 
in, for insUuice, gening numifaciufers to 
introduce on milk-substUuies packaging a 
note on the value of breast-fe^ng and in 
more or less banning advertisements on 
television. Most importantly, the campaign 
has been able to introduce the concept into 
medical colleges thus.lo an extent, blocking 
the subliminal messages being sought to be 
spread by baby-food companies among 
young m^cal graduates. 

But, even in its early years, the campaign 
came in for some criticism by women’s 
groups for several reasons. For one thing, 
the groups pointed out, there are many women 
to whom, in the abseiKe of care facilities in 
the workplace and non-availability of time 
off for f^ing their babies, bottle-feeding 
is the only option available. Second, the 
campaign seemed to suggest that women 
who did not breast-feed their babies were 
somehow uncaring and incompetent mothers. 
Third, although part of the documented 
henerits of breast-feeding also contributed, 
in a complex of ways directly and indirectly, 
to the mother's well-being, the campaign 
almost solely concentrated on the baby's 
welfare, ignoring the woman. And. most 
obnoxiously, the entire campaign seemed to 
focus on the woman's breast, the worst 
example of this being the UNICEF calendar 
which carried pictures of women of various 
races and countries breast-feeding. 

However, iIk criticism by the women's 
movement did not make uself fell fully fur 
one main reason; Ihc advantages of weaning 
women away from the grip of the baby-food 
MNCs were so overwhelming that dif¬ 
ferences over the besi wayofdoingit bec.tme 
inevitably muted. Unfununaiely, today it 
is precisely these obnoxious aspects of the 
campaign which predominate For instance, 
at one tinoe there was a move to campaign 
alongside for creches in workplaces and 
for women to be given time off lor leedmg 
their babies. None of this is in evidence in 
the current campaign. In fact there is 
incTcosing stress on the breasi - this year's 
campaign literature features prominently a 
globe shaped like a breast and a baby being 
suckled. 

These distortions apart, one increasingly 
wonders who the Uuget audience sliould be 
in such campaigns. Women do noi as a rule 
opt for milk subsiilules without sound leosons 
and often these tensons have been presented 
to them by the medical iraternity directly or 
indirectly. It is also true that there is a 
community imageof a 'healthy' baby which 
has been fed 'powder milk’ and other 
substitutes including weaning foods. 
Education about the relevance and the 


importance of bieast-feeding for the mother 
and the baby should the r eforebe increasingly 
directed at health personnel. Further, while 
a generation of h^ihy babies is much to 
be desired, there has to be a balance stnick 
somewhere which does not denigrate babies 
who are not healthy, for instance are 
handicapped or Sbcially abused or deprived, 
for no fault of theirs or their mothers. The 
increasing and single-minded stress on 
healthy babies is as objectionable as the 
promotion ofbeauty through beauty contests. 

SCHEDULED CASTES AND TRIBES 

Narrow Politics 

DEVELOPMENTS in different parts of the 
country during the last few weeks have 
demonstrated the fragility aitd vulnerability 
of the exclusivist politics of populism 
followed by patties floaiedby certain leaders 
from the scheduled tribes and schiriuled 
castes. 

In Bihar, the Jharkhand Mukli Morcha 
leaders, claiming to leptesent the inietesls 
of the tribal population there, have readily 
fallen for the bait (of a separate Jharkhand 
state) offered by a beleaguered Laloo Prasad 
Yadav, and have saved him from losing his 
position as chief minister by mustering thdr 
MLAs in his support in the legislature. 
Common sense and past experience should 
have made them tealisc that Laloo Yadav's 
promise was just acarrot tobuy their support, 
since even a few months ago he had 
vehemently dismissed the demand for a 
Jharkhand state by saying, in his usual 
melodramatic style, that such a slate would 
be fonned only over his dead body. Since 
Laiou Yadav is still alive and the Jharkhand 
Slate is yet to take shape (beyond the ihetoric 
of the Bihar assembly resolution), one 
suspects that some secret deal may have 
been struck.Suchsuspiciongainscre^bility 
in view of the unsavoury behaviour of some 
JMM politicians inthe past, when they were 
alleged to have accepted bribes from former 
prime minister Narasimha Rao in exchanfe 
of their support to him on a no-confidence 
motion in parliament. A repeat perfonaaoce 
in Bihar cannot be ruled ouL If and when 
3 Jharkhand state comes up. it is this bunch 
of leaders who will take over the reins One 
can well imagine the plight of the tribals 
under their regime. 

Simitar unscrupulous and opportunist 
tendencies are betrayed by the dalit leadera 
of the Bahujan Samaj Pony in Uttar Pradesh. 
Kanshi Ram makes noboncs about hispiity's 
penchant for expediency when he says that 
he is willing to strike an ailiance any 
party - Congress or BJP - as long as it senea 
tusimeresis. Ensconcinghimctf co mftmi jb <y 
in the BSP-BJP alliance in Uttar Ptadnh, 
he is not in (he least concerned aboot dm 
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plight of daliu in other pant of the country. 
He hat not uttered a single word of protest 
against the killing of dalits in Mumbai, where 
his ally, the BJP, is a ponner in the coalition 
government Even within Uttar Pradesh, poor 
daht rural labourers continue to be persecuted 
by the upper caste landed gentry, while chief 
ministerMayavati,claiming to beachampion 
of the dalits, remains a silent spectator. She 
can demonstrate her power only by creating 
more districts, shifting ofricers from one 
depanment to another and by lashing out 
at her belt noire Mulayam Singh Yadav, 
now and then. Devoid of any ideology and 
with no clue whatsoever to any socio¬ 
economic plans for the benefit of the dalit 
populaUcMi, leaders like Mayavati and Kanshi 
Ram have achieved their main objective, 
wielding personal power on strength of 
dalit votes. 

The other state where the dalits have been 
let down by their leaders is Maharashtra, 
where the Republican Party of India today 
stands divided and discredited. The hopes 
of a Left-dalit alliance raised in the 
1960-70 period with the birth of the Dalit 
Panthers were dashed when a section of the 
Dalit Panther leaders was co-opted by the 
Congress. Asimilar trend isobservableioday. 
While the recent police firing on protesting 
dalits in Mumbai following the desecration 
of an Ambedkar statue has indeed generated 
anger among the dalits, it has also created 
a certain amount of frustration at the 
impotence of their leaders. The leaders are 
divided, with one section leaning lowatds 
the Congress and another towards the ruling 
BJP-Shiv Sena alliance. What is ominous is 
the reported gravitation of a large number 
of unemployed dalit youth towards the Akhil 
Bharatiya ^a - an outfit launched by an 
underworld don, Arun Gawli, who after 
leaving the Shiv Sena is now out to settle 
scores with his erstwhile patron, Bal 
Thackeray. Here is again another charlatan 
- this time a mafia don - pretending to be 
a champion of the underdog, trying to occupy 
the vacuum among the dalits created by 
the failure of their leaders. 

Whether it is the scheduled tribe movement 
in Bihar or the scheduled caste movemciu 
in Maharashtra and some other pans of 
north India, both have been susceptible to 
manipulation from outside because of their 
dependence on the ruling powers, and to 
bickerings within due to personality dashet. 
Tbereisacertaincominuity in the Jharkhand 
movemoit, for instance, beginning with the 
transformation of Jaipat Singh, who during 
the pre-Independence days depended on 
British support and later in or^ to gain 
statehood for Jharkhand merged his 
organisation with the Congress. Something 
of the same sort is happening today with his 
successors flirting with the ruling Congress ' 
at one time and now with the Bihar chief 


minister. Similar trends can be observed in 
the recent history of the Republican Patty 
in Maharashtra and the BahuJanSan^j Party 
in Uttar Pradesh. 

Inmically, although the vast masses of the 
dalits and the tribal population belong to the 
rural peaunt and working classes, their 
leaders, who have set up political parties on 
casieist and tribal lines, have seldom tried 
to foige alliances with the national Leftist 
parties or Join movements that fight for basic 
socio-economic changes in the lives of 
peasants and workers. Closeted within the 
narrow boundaries of caste, tribe and region, 
the established leaden of the dalit and tribal 
movemenu will continue to flounder and 
betray their followcn until the latter replace 
them with new leaden who are able to 
transcend these boundaries and link their 
struggles with the broader and wider move¬ 
ment for socio-economic transfomiation. 

COMMUNAUSM 

Reversible History 

A correspondent writes: 

THE latest report submitted by the UN Special 
Rapporteur on the issue of religious 
intolerance and disc riminationin India to the 
UN Commission on Human Rights has come 
up with certain signi licont observations which 
may not sound new to those in India who 
have been subjected to such offensive 
behaviour (and particularly victims of 
communal riots), but which to the inter¬ 
national community sends in so many words 
the message that the meticulously fostered 
image of India as a secular and democratic 
nation is fast cracking up. 

Aftera visit to India in Decemberlast year, 
at the invitation of the Indian government, 
the Special Rapporteur in his report repea¬ 
tedly draws attention to the rise of “Hindu 
extremism... as a flagrant manifestation of 
intolerance...” and to the Hindu extremists’ 
activities “which are attempting toundermine 
the communal and religious harmony which 
exists in India, by the political exploitation 
of religion”. Speaking of the religious 
minorities (he chose Muslims. Christians 
and Sikhs), the UN official notes that while 
the upsurge of Hindu extremism took the 
form of violence against places of Muslim 
worship, in the case of Christian minorities 
also it manifested itself in “murders of and 
attacks on memben of [Christian] religious 
orden, including nuns in Bihar and Kerala”. 
Referring to the extreme form of such 
religious intolerance by the Hindu extreirflsis 
- the destruction of the Babri masjid in 
December 1992 - the Special Rapporteur 
admits that “this highly symbolic, and 
emotionally and religiouslychiuBed question 
cannot be resolved simply by the settlement 
of a purely property dispute”. His use of the 


tem *pii>perty diipuie’aelualty icaiilfgniiGe 
to the appeal coaoenlng the ownership of 
the site of the Bahri roaqjkl which is still 
pending before the Supreme Coun. 

But more important than theee commeals 
(which have been echoed frequently by 
conccmedobiervers both in India and obfoed) 
is the warning given by the Special 
. RapporteurinhiirepoftconnnilngtbeBabri 
masjid dispute: ’The fact that its se ttl e m e n t 
will take time admittedly offers a breathing 
space, but it might also consolidate and 
render irrevenible a new de facto situalioa. 
since a shaky structure used as a Hindu 
temple and a place of warship remaint on 
the ruins of Babri masjid.” What he adds 
should be taken M a ftulher warning against 
future encroachments by Hindu ftnida- 
mentalisu; “It is to be fear^ that something 
in the nature of the Ayodhya incident will 
recur in the event of political exf^taliaa 
of a situation or the unconditional accep¬ 
tance of the logic - teal or hypothetical - 
that history is reversible.” 

It is this liberty with history indulged in 
by a variety of political and religious 
charlatans - and, what is worse, ptironised 
by the Indian political system in the name 
of allowing freedom of religion - which it 
so full of dangerous potential. Two major 
recommendations of the UN Special Rap¬ 
porteur deserve attention in this connec¬ 
tion. First, he stresses the need for cretting 
and disseminating through education a 
culture of tolerance and assimilation of 
values based on human rights by Che use of 
school curricula and textbooks reflecting 
principles of tolerance and non-discrimi¬ 
nation. Secondly, he urges that the govern¬ 
ment, besides scrupulously impleinenting 
the Representation of the People’s Act of 
I9SI, must speedily supplement it with a 
new act that debars political parties from 
the post-election use of religion for political 
ends. 

It is this combination of an ideological 
campaign against religious communalisro 
on the one hand and firm legal steps against 
religious parties and politicians on the other 
that con stem theriseof fundamentalist forces 
in India. The Indian governmeat so far had 
been following just the revene policy of 
legitimising these forces by acts of otniision 
as well as commission. Banning with the 
decision in 1949 to lift the ban on the RSS 
and permit it to resume iu communit activities 
through political parties like the Jana Sangh 
(the ancestor of today’sBJP),tliegov«nii> en t 
today has reduced itself to a supine position 
that allows musclemen of various idlgkan 
hues - the Hindu saffron brigade, Islamic 
obscurantists, Christian revivalisu, Sikh 
fundamentalisu-to force scholanloabandon 
serious research and instead rewrite hiitory 
according to their respective religious 
dictates. 
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100.00 .30.5.8 .305.8(9.8) 278.4(8.1) 302.3(6.6)28.3.6(11.8)2.5.3.7(9.4) 332.0(6.0) 218.9(2.3)213.9(04) 

11.46 261.0 261.0(5.0) 248.6(6.2) 269.7(0.9) 267.3(7.4) 248.8(7.5) 231.5(3.5) 223.7(0.6) 2224(04) 

77.11 .304.5.304.5(11.7) 272.7(9.0) 299.6(7.9) 277.6(13.1) 245.4(9.8) 223.5(6 I) 2l0.7(2.2)206J(-a8) 

11.43 359.3 359..3(3.6) 346.9(4.9) 352.9(3.8) .340.1(8.1) 3i4.6(8..5) 290.0(7.4) 269.9(5.0) 257.0(84) 


Year 1997-98 So Far 1996-97 _ 

Ago Trough Peak Tcuugh Peak 


1996-97 1995-96 


1994-95 


BSE Sensitive Index (1978-79=100) 4.347(32.8.3) 4301 

BSB-lOO (1983-84=100) 1892(16.79) 1844 

BSB-200 (1989-90=100) 421(16.94) 406 

NSB-50 (Nov .3, 199.5-1000) 1232(18.80) 1200 


3539(4.36) 3427 
1620(299) 1489 1905 


360(0.56) 

1037 


333 421 

970 1239 


GOR kukx (Apr 1.5. 1994=100)84.42(16.15)8.3.22 72.68(-l607) 67.33 84.42 


2745 4069 3361 (-0.2) 
1217 1843 I464(-S4) 
273 413 328(-5.0) 

788 1196 na 

51.6 90.0 72.76(-7.3) 


3.367(3.3) 326I(-I3.7) 
IS49(-3.S) 1606(-I22) 
345 (-6.3) 368(-IB4) 

78.53(0.7) 77 99 


Fneulafa Trade 

May _1 


1997 R 


1996-97 1995-96 1994-95 1993-94 199293 


Bxportt; Rs ctoic 10251 19345 (-1.2) 

USSnin 2862 540l(-4.4) 

hnpottx: Rs crwe 11502 22362 (0.4) 

USSmn 3211 6244 (-3.0) 

Non-POL US $mn 2496 4850 (2.1) 

Bnlancn of Trade: RscrM»-l250 -.3017 

US $ mn -.349 -843 


19573(27.3) 1175250 0.5) 106353(28.6) 12674 (ISJ) 
56530 5.5) .33106(4.1) .31797(20.8) 26.330 (18.4) 
22284(30.7) 136844(11.6) 122678(36.3) 89971 (23.1) 


6436(18.6) 

475107.2) 

-2711 

-713 


.38548(5.1) 

2S93I(-1.0) 

-19319 

-5442 


36678(28.0) 28654 (22.9) 
29214(28.3) 22727 (29.5) 


«97SI(:9 9) 53688(21.9) 
222.38(20 0) 18537(3.8) 

7310105.3) 63375(32.4) 
23306(6.5) 2188202.7) 
1755201.2) 1S78202J) 


Vnnlgn Bxdwnga 
B nwwae (excludiiif gold) 


Ra emu 
USStnn 


July 2.3. July 26. 


1997 

1996 

1997 

Month 

Ago 

Year 

Ago 

91944 

64386 

80375 

1106 

27558 

25766 

17993 

22369 

376 

7773 


FbcM YcMSoFar 1996-97 
1997-98 1996-97 


1995-96 1994-95 1993-94 


-.3690 5640 ITM 
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OECD Countries: Some Key Macro-Economic Aspects 

Member _ Bmplpvinenl _ Invwwnenl_ 

Country Total Labour Force Pun-Tinie Employment os Per Cent Direct Investment Direct Investment 

_ of Total Employment _ _ Plows _ _ Positions 

Thou- Change Female Both Sex Women Men Inflows Outflows Inward Outward 
sands since Participation (Million $) (Million $} 

1V84 Rnie“-- - 


(Per (PerCenI) 

IV94 Cent) 1994 1984 1995 1985 1995 1985 1995 1985 1995 1985 1995 1985 1994 1984 1994 1984 


(1) 

(2) 

(3) 

(4) 

(5J 

(6) 

(7) 

(8) 

(9) 

(10) 

(M) 

(12) 

(13) (14) 

(15) (16) (17) 

(18) 

(19) 

Australia 

88.17 

21.8 

61.4 

52.8 

24.8 

18.1 

42.7 

.17.1 

II.1 

6.2 

6045 

2099 3488 

1887 88822 27454 

33229 

6573 

Austria 

1876 

I.S.1 

62.1 

51.5 

11.9 

6.7 

26.9 

15.7 

4.0 

l.l 

510 

169 1050 

74 13691 2600 

10023 

620 

Belgium 

4271 

1.1 

55.1 

48.7 

11.6 

8.6 

29.8 

21.1 

2.8 

1.8 

9102 

957 9823 

231 105880 15180 

69540 

7660 

Canada 

14905 

1.1.1 

67.8 

61.5 

18.6 

17.0 

28.2 

28.2 

10.6 

8.8 10716 

1298 5735 

.1862 111848 65070 

96189 

37908 

Denmark 

2777 

2.1 

71.8 

71.8 

21.6 

24.1 

15.5 

41.9 

10.4 

8.4 

4179 

109 3063 

103 



France 

25.171 

6.1 

59.6 

54.7 

15.6 

10.8 

28.9 

21.8 

5.0 

1.2 111.57 

2210 10695 

2226 119291 

157018 


Germany*' 

19646 

.18.1 

61.8 

52.1 

16.1 

12.8 

.11.8 

29.6 

1.6 

2.0 

9014 

553 .14890 

5140 158197 16912 

212911 

27579 

Italy 

22727 

-2.0 

42.9 

40.7 

6.4 

5.1 

12.7 

10.1 

2.9 

1.0 

4817 

1071 5732 

1820 58846 11575 

84505 

14168 

Japan 

66450 

12.1 

62.1 

.57.2 

20.1 

16.5 

.14.9 

10.1 

10.1 

7.5 

17 

642 22262 

6452 20403 4458 

275837 

37921 

Luxembourg 

211 

12.1 

56.5 

42.2 

7.9 

7.2 

20.1 

16.1 

l.l 

2.6 

9102 

957 9823 

211 



Netherlands 

7184 

24.4 

57.4 

40.7 

17.4 

22.7 

67.2 

51.6 

16.8 

7.7 

9850 

1412 12411 

2680 95275 18196 

143077 

39944 

New Zealand 

1708 

24.6 

65.0 

46.0 

21.5 

16.4 

16.1 

12.2 

10.0 

5.5 

2796 

227 1481 

174 



Norway 

2151 

.1.8 

71.1 

66.1 

26.5 

28.4 

46.6 

52.6 

9.4 

10.6 

1161 

-412 2446 

1228 16305 

16909 


Portugal 

4769 

1.1 

62.2 

.56.0 

75 

6.0 

11.6 

10.0 

4.2 

1.4 

622 

273 606 

15 



Spain 

I.‘i7()l 

12.9 

44.1 

11.2 

7.5 

5.8 

16.4 

1.1.9 

2.8 

2.4 

6916 

1945 1533 

252 61555 5473 

25249 

3536 

Sweden 

4266 

-2.8 

74.4 

77.1 

24.1 

24.0 

40.1 

44.0 

9.4 

6.1 

11589 

396 10095 

1783 2.1454 

.59237 


Swiizerland 

.1917 

17.9 

67.5 

.55.7 

28.1 


54.7 


8.6 


2186 

1050 I2I7I 

4.572 48667 

112586 


Turkey 

21904 

19.1 

11,7 


16.6 


28.7 


11.4 

.. 

915 

99 163 




UK 

28411 

4.1 

66.2 

59.1 

24.1 

21.2 

44.1 

44.8 

7.7 

4.4 29910 

5780 4032.*: 

10818 202430 46376 

280485 

8687S 

U.SA 1.12474 

no 

70.5 

62.8 

18.6 

17.4 

27.4 

26.6 

II.O 

10.1 74701 

20490 96897 

12720 502410164581 

621044 211522 


Member 

National Product 

Taxation (1994) 



Science and Technolonv (1994) 



Courury 

Gross Domestic Product 

Total 

Rate Schedules Technological Balance of 

Patent Applications 


Export Maifcet 


(at Market Prices) 

Tax 

of Central 

Payments (Million $, 





Shares 


At 

Per Capita a( 

Receipts 

; Government 

Official Exeh Rates)*' 

Total 

Of Which Appli- 

Resident 

(OECOelOO) 


Current 

Current Priees 

Per 

Personal Income Rec- 

Pay¬ 

Balance 

in 

from 

caliuni 

and 

All 

■Hi-Tech' 


Prices 

$ 199.5 

Cem 

Tax 

eipts 

ments 


Country Abroad 

Abroad 

Abroad 

Manu- 

' Mann- 


and Ex¬ 

Using 

Using 

uf 

Lowest Highest 




Per 


Per 

factu- fiKluring 


change 

Current Current 

GDP 

Rate 

Rale 





Cent 


1.00.000 

ring 

Indu¬ 


Rates Bn $ Exeh 

PPPs* 


(Per 

(Per 







of Total 

Indu- 

stries* 


1996 

Rale 



C:ent) 

Cent) 






Population slries 



(20) 

(21) 

(22) 

(21) 

(24) 

(25) 

(26) 

(27) 

(28) 

(29) 

(.10) 

(31) 

(32) 

(.13) 

(34) 

Australia 

192,0 

19114 

19354 

29.9 

20.0 

47.0 

16.5.2 

118.8 

-1.5.1.5 

11873 

75.4 

47143 

112 

0.94 

0.63 

Austria 

228.1 

28997 

20772 

42.8 

10.0 

50.0 

129.4 

4.52.8 

-323.4 

48644 

95.8 

I16U2 

195 

1 68 

0.98 

Belgium 

264.0 

26556 

20792 

46.6 

25.0 

55.0 

2781.7 

2960.8 

-177.1 

49706 

98,1 

1.5729 

164 

4.81 

2.02 

Canada 

577.9 

18915 

21031 

16.1 

17.0 

29.0 

1008.5 

820.9 

187.6 

40846 

91.8 

42882 

155 

4.91 

2.81 

Denmark 

174.3 

.13144 

21.529 

51.6 

14.5 

.16.5 




44426 

97.1 

28.591 

574 

1.33 

0.97 

France 

1544.7 

26445 

19939 

44.1 

12.0 

56.8 

2012.4 

2791.6 

-779.2 

82692 

84.7 

81905 

163 

8.34 

8.05 

Gennany *' 

21.54.2 

2'J.542 

20497 

19.1 

19.0 

51.0 

7874.1 

10221.8 

-2349.7 

104625 

64.4 

195.545 

286 

15.48 

10.55 

Italy 

I2U4.1 

18981 

19464 

41,7 

10.0 

51,0 

1024.2 

1777.4 

-753.2 

67899 

88.0 

40947 

86 

7.02 

3.27 

Japan 

4578.2 

40726 

21795 

27.8 

10.0 

50,0 

4.521.4 

1626.8 

894.6 

169710 

11.6 

139924 

168 

14.86 

21.37 

Luxembourg 17.2 

42298 

31101 

45.0 

10.0 

50.0 




41100 

99.9 

2100 

.541 

4.81 

2.02 

NcihclIafMJs 

392..5 

25597 

19782 

45.9 

7.1 

60.0 

6208 2 

6138.9 

69.4 

51694 

96.6 

51968 

350 

4.73 

4.51 

New Zealand (i4.4 

16689 

16851 

17.0 

24.0 

13.0 

20.8 

15.6 

5.2 

17079 

92.6 

9916 

118 

0.37 

0.04 

Norway 

1.56.0 

315.15 

22672 

41.2 

9.5 

11.7 

121.3 

182.6 

-61.1 

18321 

94.1 

11800 

296 

0.69 

0.24 

Portugal 

104.6 

KHViO 

12457 

11.0 

15.0 

40.0 




41666 

99.7 

541 

7 

0.67 

0.21 

Spain 

584.5 

14272 

14226 

15.8 

20.0 

56.0 

93.1 

956.1 

•861.2 

54018 

96.0 

9080 

29 

2.47 

1.27 

Sweden 

251.4 

26096 

18671 

51.0 

20.0 

20.0 

397.3 

44.7 

352.5 

52096 

92.3 

54881 

671 

2.29 

2.05 

SwitzcriaiHl 

292.9 

41231 

24809 

13.9 

1.0 

13.2 




51511 

93.6 

40747 

630 

2.62 

2.01 

Turkey 

182.5 

2747 

.5691 

22 2 

25.0 

55.0 




1367 

89.0 

15 

0 

0.63 

0.09 

UK 

1140.2 

18777 

17756 

.14 1 

20.0 

40.0 

3729.6 

317.5,6 

554.0 

92877 

80.1 

1.59.576 

305 

7.07 

9.27 

USA 

7261,2 

26438 

26418 

27.6 

15.0 

39.6 22436.0 

5666.0 

16770.0 

207069 

48.1 

628985 

283 

16.43 

26.12 


(a) Defined as fciiule labour-force of alt ages divided by female population aged 15-64 years, (b) For Gennany, decadal vorinlioos or decade ago 
daiarelaie to cx-FRG (inly (c) Purchn-sing power parities (PPPs) ore the rate of currency conv|;taian which eliminates the differeiices in price levels 
between countries. This iiK'uns that a given sum of money, when converted into diffetenl currencies at PPPs, will buy the same basket of goods and 
services in all countries. PPPs given in the same are in national currency units for US dollar, (d) Generally for 1994 except fora few coentriet, refer 
the source, (e) Hi-icch/high R and D intensity industries generally refer to: aerospace; office machinery and cumpulen; drugs and mediciaes; and 
elecironic components. For other details, see the source. 

Stiune: OECD in Figures: 1997 Edition (Supplemcm to the OECD Observer No 206, June/July 1997. 
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COMPANIES 


EPM'Rmtrch FaudatkM 


MRP 

Expansion Programme 

A MAKM pt«yer In the truck tyK legmeat 
and a market leader In car tyre*, MRP ii a 
w«n known brand all over the country. The 
company, which wai the tint Indian company 
to mamibctitfB tyres in the country, has been 
rated as one of Asia’s 200 most promising 
Companies and figuicsamong India’s top 10 
corporates. Despite the fact that it is the only 
doinestic tyre manufacturer without a foreign 
collaborator, the company has been giving 
multinationals such as Michelin, Goodyear 
and Bridgestone a run for their money in the 
Indian tyre market. MRP has a 20-22 per 
cent share in the Rs 8.000.^tore Indian tyre 
industry and eaten to a wide tange of vehicles 
fiom tractors to animal-drawn vehicles. Tnick 
and bus tyres, however, account for 60 per 
cent of the company’s turrtover. 

MRPpertbrmedwclIdUfingtheyearendcd 
September 30,1996, its golden jubilee year, 
notching up a turnover of timte than Rs 
2,000 crote. While net sales and value of 
production improved by 33.7 per cent and 
28.4 per cent over the previous year, the 
company’s operating pcafit surged by 50.2 
percem following a lower rise in operating 
expenditure. Bitther, despite a sleep increase 
in interest charges (up S3 per cent), 
depreciation provision (up 42.8 per cent) 
and ux provision (up 41.6 per cent), the 
company managed to post a S8.8 per cent 
higha bonomline. 

With earnings per share rising from Rs 
71.6 to Rs 113.7, the company raised the 
dividend rate from 90 per cent last year to 
140 per cent (including a special 'golden 
jubileedividend’ of SOpercenI). Book value, 
meanwhile, rose from Rs 388 per share to 
Rs 488 per share. The company’s equity 
capital continues to remain a meagre Rs 4.2 
crore, a major part of which (the controlling 
interest) is with the Mammen family. 

The company has emerged as the Itfgest 
domestic lyreexponer. Whileexporuduting 
the year improved by 66.1 per cent, imports 
fell by II.S percent 
PorthesixmontliscndedMBfch3l, 1997, 
the company has posted a net pr^t of 
Rs 23.0S crore, repivseming a fall of 23.6 
per cent over the corresponding period last 
year. Net lale, however, was higher at Rs 
1.015.2 crore, representing on increase of 
9.6 per cent over the same period last year. 
While operating profil touched R$ 104.44 
crore (up 17 per cent), interest chai]^ stood 
at Rs 40.2 crore (up 23.6 per cent). 

The company has chalked out a major 
Rx tX)00<nHeexpansioiiandtncdemisation 


programme which is to be implemenutd over 
the next four years. W i Ih Die company policy 
of ploughing bock a mi(jor part of its earnings 
every year, it will te able to fund its 
expansion-cum-modenusation programme 
through a mix of internal accruals and debt. 
It also plans to invest in further improving 
ib research and developmem (R and D) to 
adapt radial tyres to suit Indian road 
conditions. MRF is also setting up a radial 
tyreplamatPondichenyatacostofRs 150- 
200crore to cata to the truck and carxgment. 
This unit will have a capacity (o manufacture 
around 12 lakh radial tyres and is expected 
tocommencecommerctal production by early 
1998. The company has dready boosted iu 
radial tyre manufacturing capacity from 2.5 
lakh tyres per annum to 3.5 lakh tyres per 
annum. MRF is the sole supplier of tyres for 
UNO. the carfrom the Pal-Fiat combine, and 
is also the largest supplier of radial lyres to 
Maniti. 

The Gompany’sshare price cuireniiy quotes 
at around IU 3,000 on the bourses, 
discounting its last annual earnings per share 
by 26.4 times. While the slow down in the 
economy is expected to alTcct the overall 
offtake ^ tyres, the company will get some 
relief on account of softrming rubber prices 
and the recent reduction in prices of carbon 
black, a miyor input for manufacturing tyres. 

POND'S (INDIA) 

Growth in Sales 

A part of the Unilever group, Pond's (India) 
is a well known company in the cosmtiics 
market. The company's product portfolio 
includes soaps, cosmetics, toiletries, 
perfunKry compounds, flavouring essences, 
natural essentid oils, resin oils/oleo-resiru. 
mushrooffli, shoes, shoe uppers, clinical 
thermomeiert, leather garmenb, gloves, etc. 

The company saw a 24.6 per cent increase 
innet taks and a 28 per cent increase in value 
of production durihg Ihe year ended 
Deaetnber3l, 1996. While operating profit 
surged by 20.8 per cem over the previous 
year, the company's bottomline improved 
by I7percent. Interest charges were higher 
by 8.3 per cent while deprtetatioa provision 
increa^ sharply by 30 per cent. Tax 
provision was higher by 10 per cent. 

Thecompany'i personal products business 
grew by 20 per cem. The company claims 
that it CTMttinued its focus on quality, 
inoovoiioii, and efficienl management of 
resources. Its talcs were upgraded with 
enhanced packaging features for 
‘Dreamllowcr Magic', while ’Samhd’ talc 
was succcMfully relaunched during the year. 


The company also reportedly continued to 
gain market share in the skin care segmem 
with the ‘Fond’s’ and ’Vaseline’ brands in 
leadership positions. It also introduced 
‘Dicamflower’ body lotion, which was wed 
received in Ihe market and ‘Rexona’ 
deodorant. Exports of personal products to 
Russia and West Asia increased considerably 
during the year. 

In the must,rooms business, the company 
managed to export to the European mwkei 
in addition to its traditional US mwket despite 
the depressed intertiatioaal matkeL It daims 
that this was made possible mainly on account 
of hi focusing on productivity and cost 
efficiency. The company also iwroduced 
fresh mushrooms under the brand name 
'Kissan' in the domestic market. 

Whi le the company's leather businew saw 
a doubling of volume through devdopment 
of new markcb artd consolidation of the 
existing business, the shoe and shoe upper 
division recorded growth despite overall 
lower offtake in the European maifcet. The 
company’s thermometer business too 
recorded a 35 per cem increase in turnover 
by regaining its market share in the US and 
entering new markets. The(}ttest divisioo. 
which is into flavour and fragrance 
manufacture, too managed to improve 
tufiKiver by 22 per cem. 

Pond's (India) is the only major Unilever 
company that has Dot bero amalgamaied 
with Hindustan Lever. Lever’s personal 
producu thrust in India is thus being led by 
three companies, each concemratiiig on Rs 
mam strengths. While Hindustan Lever sdls 
dental and hair-care ptoductt. Lakme-Lever 
is focusing on colour cosmetics and 
fragrances, and Pond’son skin case products 
like creams, ioiioM aitd talcum powder. 

Pond’s (India) is strengthening its produa 
portfolio by introducing internatioiu) 
products from the mitBine Unilever range 
like ’Rexona’.Pond’s(lndia)hasalfocreaed 
averyspocialiiodiBsiribulion system, though 
the sales force of Hindustan Lever and Food's 
are common. 

The company's share, meiAwhile, quotes 
m around Rs 1,330 on the Bombay Smek 
Exchange, discounting its 1996earnings per 
share by a healthy 42.1 times. 

BURROUGHS WELLCOME 

Back in Black 

The Indian arm of Glaxo Wellcome Pk 
(UK), Burroughs Weilcome (India), it 
engaged in the manufacture of bulk drags, 
formulations (such as tablets, i a jec tt fcle a . 
injects liquids, and oral Hqiiida) ami 


Boonomic and Political Weekly August 9, 1997 


2001 







fib mm; 


FkBMcUl IndiMtan MKF rw4*l(liMfai) BarrM«ki 



Sept 

1996 

Sept 

I99S 

Otc 

1996 

Dm 

1995 

Dm 

1996 

Dm 

1995** 

laeooMtepprspriatioM 

1 Net sales 

159672 

119433 

39321 

31713 

16419 

9629 

2 Value of productioii 

156710 

122058 

40632 

31744 

16190 

10072 

3 OUier income 

438 

607 

322 

344 

361 

254 

4 Tinul inctmte 

IS7I68 

I2266S 

40954 

32088 

I67SI 

10326 

S Raw tnaierials/uores and 

spares consumed 

102427 

82061 

14401 

IIOBI 

3422 

3907 

6 Olher manufacruring expeiues 

9721 

6423 

10053 

8011 

4011 

2836 

7 Reniuaeralioa lo employees 

7333 

6187 

1671 

1448 

3187 

1360 

8 Other expeiues 

18278 

IS08S 

7999 

5895 

1158 

1711 

9 Oiterumg prnfa 

19389 

12909 

6828 

5653 

2973 

292 

10 Imcnest 

6401 

4183 

137 

143 

398 

410 

11 Gruss profit 

12978 

8766 

6657 

5605 

1763 

-270 

12 Depredatioa 

4958 

3471 

338 

260 

129 

88 

13 Frift before tax 

8020 

5295 

6144 

5345 

1634 

-338 

14 Tax provision 

3200 

2260 

1722 

1565 

680 

- 

IS Frofinfterua 

4820 

3035 

4422 

3780 

954 

-358 

16 Dividends 

594 

382 

2800 

2100 

344 

56 

17 Retained profit 

4226 

2653 

1622 

1680 

610 

-414 

Llsbllltlci/aMHi 

18 Paid-up capital 

424 

424 

1400 

1400 

918 

750 

19 Reserves and surplus 

20265 

16040 

10414 

8753 

6720 

3623 

20 Long-term loans 

28094 

22911 

18 

271 

424 

520 

21 Short-ietni kmt 

20319 

14.5.50 

- 

198 

474 

2166 

22 Of which bonk borrowings 

20319 

14550 

- 

198 

474 

2166 

23 Gross fixed assets 

62946 

43547 

7213 

3854 

2534 

2462 

24 Accumulated depreciation 

24645 

19761 

1682 

1372 

1117 

1016 

23 Invenioties 

18194 

23033 

6196 

4601 

2491 

3055 

26 Tola] assets/Iiabilities 

91972 

753.39 

21145 

17282 

IIII7 

8698 

Miscdlaaemis Itcnif 

27 Excise duty 

43249 

3.5219 

- 

- 

2004 

1273 

28 Gross value added 

26963 

19474 

8311 

7218 

4200 

1451 

29 Total fofclen exchange income 

11975 

7Z38 

9791 

8191 

1573 

1223 

.30 Total foreign exchange outgo I666S 

Kay financial and perfermance ratiea 

18293 

4895 

3532 

1946 

1616 

31 Turnover ratio 

(sales to local assets) (%) 

173.61 

158.53 

186.90 

183.50 

147.69 

110.70 

32 Sales lo total net assets (%) 

231.07 

221.48 

334.02 

298..56 

192.35 

136.41 

33 Gross value added to 

grou fixed assets (%) 

42.84 

42.76 

115.22 

123.30 

165.75 

58.94 

34 Reuim on investment 

(gross profit lo total assets) (%) 

14.11 

11.64 

31.48 

32.43 

15.86 

-3.10 

3S Gross profit lo sales 

(giDu margin) (%) 

8.13 

7.34 

16.84 

17.67 

10.74 

-2.80 

36 Operating profit to soles (%) 

12.14 

10.81 

17.28 

17.83 

18.11 

3.03 

37 Profit before tax lo sales (%) 

5.02 

4.43 

15.55 

16.85 

9.95 

-3.72 

38 Tax provision to 

profit before tax (9) 

39.90 

42.68 

28.03 

29.28 

41.62 

0.00 

39 Profit after tax to net worth 

(icturn on equity) (%) 

23 JO 

18.43 

37.43 

37.23 

12.49 

-8.19 

40 Dividend (%) 

140.00 

90.00 

200.00 

150.00 

40.00 

7.50 

41 Earning per shore (Rs) 

113.68 

7I_58 

31.59 

27.00 

I0J9 

-4.77 

42 Book value per share (Rs) 

487.95 

388.30 

84J9 

72.52 

83.20 

58.31 

43 P/E ratio 

26.39 

45.42 

42.11 

33.93 

28.87 

-42.95 

44 Debt-equity ratio 

(adjusted toe revaluation) {%) 

135.79 

139.16 

0.13 

2.67 

3.53 

11.89 

45 Shon-term bank borrowings 

to inventories {%) 

111.68 

63.17 

- 

4.30 

19.03 

70.90 

46 Sundry creditors to 

sundry debian (%) 

53.29 

62.43 

- 

- 

375A7 

142,06 

47 Total remuneration lo employees 

to gross value added (%) 

27.27 

31.77 

20.11 

20.06 

73.88 

107 Jl 

48 Total remuneraiioa lo emptoyeei 

to value of production (%) 

4.69 

5.07 

4.11 

4J6 

19.68 

15.49 

49 Cross fixed assets formation (%) 

38.20 

32JOI 

2321 

25.30 

2.92 


SO Growth in invetuories (%) 

-21.01 

49.24 

34.67 

-OJ7 

-18.46 

- 


- means noi available. ** means Mne-momb period 


rfm^nHies (ludi« ei««ni/(iintnMiili| ttt) 
tolids (powiden/gnaulw)). 

BumNigbs Welloaine has parfomed wad 
in the year ended Deconber 31,1996. AAar 
regiaiering a net loss of Ri 3.6 cnMndHfiiV 
the previous year, the company poaled a 
paddve bottofflilne of Rs 9.5 dm daring 
1996. This, after providing, around Rs 11 
crore towards the voluntary retirenient 
scheme (VRS) offered last year. 

Thou^ the figures for the two years are 
not strictly compvaUe (the year ended 
DecemberSI, l993wasaidne-iiionthperiod) 
for all percentages mentioned here have been 
annualised. Thus while net sales and value 
of production im|»oved by 27.9 percent and 
21.6 per cent, respeGtively,over the previous 
year, the company's operating profit rose 
pMie than six-fold. Deqtite a 9.9 per cent 
increase in depreciation charges and a Rs 6.8 
crore tex provision (1993: nil), the company, 
aided by a 27.2 per cent fall in interest 
charges, managed to turn around chiring the 
year under review. 

Encouraged by its performance, the 
company raised the dividend rate firom 7.3 
per cent lari year to 40 per cent Not surptisi ng 
as the company's earnings per share touched 
Rs 10.4, and book value increased from 
Rs 38.3 per share to Rs 83.2 per share. 

The company claims that the improved 
profitability was on account of a greater 
focus on prescription generation rather than 
trade push. It introduced several innovative 
strategies during the yearin order to increase 
the visibility of iu 'Septran' and other key 
brands. 

The company's exports increased by 3Z6 
per cent with export of bulk drugs and 
formulations, nuuiufactuied by itself as well 
as by other Indian manufacturers. Imports 
too increased by 2i.4 per cenL 
Meanwhile. Glaxo India is soon to be 
merged with the company and, as a prelude 
to this, two whole-time directors of the former 
have been inducted on the board of Burroughs 
Wellcome in order to bring cloaer integration 
between the two companies before the 
actual merger is effected. The merged 
entity will enjoy a market share of around 
7.2 per cent becauseoftheexpandedprodua 
portfolio. 

The comptmy it reportedly planning to 
sell off its formulations plant at Aurangabad 
in Maharashtra. It is curretuly scouting for 
a potential buyer and it already engaged in 
uikt with several pharmaceutical nutlon 
including Ranbaxy, Torrem and Candila. 
The company's dedsion to tell the unit 
follows a refocusing of iu strategy after the 
worldwide merger of iu parent, Wefleome 
Pic, with Glaxo Pic of UK early last year. 

Burroughs WeHcome’tslock, meanwhile, 
quotes at around Rs 300 on the bourses, 
discounting itt 1996 CHiungt per share by 
28.9 timet. 


i 
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MONEY MARKET REVIEW 


EryV'Vummtek Fowid^iM 


Government Main Gainer from 
High Liquidity 

while the benefits of the abundance of liquidity, which retnains the 
dominant feature of the financial markets, have been marginal to the 
commercial sector, the government has taken full advantage of the 
situation to nearly complete its full-year borrowing programme within 
the first five months, of the financial year. _ 


I 

The Backdrop 

ABUNDANCE of liquidity has continued 
to femain the dominating aspect of the 
financial markets during July. The only 
beneficiary of the abundance of liquidity in 
the domestic market so far during die current 
fiscal year has been the government which 
has successfully kept coming to the market 
to rapidly complete its borrowing 
programme. Against the budgeted antount 
of Rs 33,820 crore as the net amount of 
t medium-termandlong-termbotrowjngs.the 
I central government has already borrowed 
' Rs 35,252 crore, thus over-fulfilling the 
■ year’s borrowing programme within the ftrst 
five months of the financial year (up to 
August 11), a rare feat. However, in gross 
terms borrowings haveaggregatedRs40,682 
crore against the targeted amountofRs52,%3 
-I crore. This gap is because the repayment due 
during the whole of the year stands at 
Rs 19,143 crore against the actual repayment 
I of only Rs5,420crore so far during the year, 
in addition, the budget has not anticipated 
any net borrowing under 364-day treasury 
bills (TBs), thus retaining the outstanding 
liability under the short-term instrument 
unchanged at Rs 7,383 crore as it was at the 
end of March. The actual outstanding has 
alieadytouchedRs l3,539croreasonJuly 30, 
thus reselling to an additional borrowing of 
over Rs 6,000 crore through this medium. 
Besides, as part of the borrowings for cash 
management the RBI has introduced a new 
short-term instrument of 14-day TBsin which 
the net outstanding amount has already 
touched Rs S,0(X) crore, even though 91-day 
TBs have not fetched any net accnials. As 
a result of these excess borrowings, the 
government has not used the window of 
ways and means advances since April 25. 
Thm larger capital receipts are helping the 
ovemment to fill the budgetary gaps due 
to the reportedly slower tax receipts, 
ncidentally, the first tranche of the states’ 
xirrowings had fetched Rs 5,381 crore in 
April which were retained in full even though 
the notified amount was only Rs 2,500crore. 
>erall. it can be said ihm the government 
las nearly completed Its full-year borrowing 
rrogramme. 

IIm benefitt of exceu liquidity to the 
commercial sector have been nunginal. Banks 


and financial instituiions(Rs) have no doubt 
reduced their prime lending rates (PLRs) to 
13.5-14 per cent and 14.50-15 per cent, 
respectively. The ICICI has introduced a 
thrre-ticr PLR: short-term up lo 12 months 
(12.50 percent), medium-term from 13 lo 
30 months (13 percent) and kmg-term above 
30 months (14.50 per cent). Even so for the 
generality of lendings, the modal lending 
rates have remained at about 16.5-17 per 
cent and, compared with the suppressed 
inflation rate of 4.2 per cent annually, the 
loan rates work out unusually high when 
reduced to real terms with any realistic 
measure of the expected inflation rales or 
when viewed in the context of the prevailing 
depressed demand conditions. TIk bigger 
corporates would have benefited from 
reductions in the coupon rates for corporate 
bonds as also in the interest rates for 
commercial paper (CP),Therangeof effective 
discount rates quoted for C!Ps in mid-July 
now stands at 8-12.5 per cent in contrast to 
a range of IS.I-17.8 per cent a year ago. It 
is the persistently slower expansion in 
commercial credit that has been a source of 
worry for the policy planners as well as the 
manufacturing industry. It all started with 
reduced public expenditures and sluggish 
exports accompanied by drastic reduction in 
liquidity in 1995-96 following the slow¬ 
down in Fll investments in the Indian share 
market after the Mexican crisis in early 1995 
and zooming of interest rates, all of which 
tended to hurt demand for manufacturing 
goods and also industrial investment. This 
was the time when the RBI and the 
government were goading the banks to 
achieve prudential norms such as capital 
adequacy and reduce non-performing assets, 
as alsoto strengthen and expand their treasuiy 


operations, if necessary by reduemg loan 
portfolios by weak banks. 'The period 
coincided with courts passing severe 
strictures against bank officials for bank 
frauds and for their failure to effect loan 
recoveries. All of these put together hurt the 
process of credit delivery by banks - a 
phenomenon which hardly seems to have got 
over even now. The RBI, in a special pteu 
release, has sought to argue that the decline 
of Rs 4,064 crore in non-food credit during 
the first quarter of April-June this year was 
not unusual; in fact when compared with a 
decline of Rs 7,220 crore last year (hiring 
April-June 1996, it has implied a turnaround 
of Rs 3,156 crore. Secondly, the decline of 
Rs 4,064 crorc this year has been the lowest 
for the comparable periods of the previous 
four years 1993-94 to 1996-97 (Table I). 
Thirdly, when non-food bank credit fell fay 
Rs 4.()64 crore in the first quartet this year, 
banks’ commercial investments in bonds, 
debentures and shares of private sector 
companies and PSUs as also in CPs and bills 
rediscounted have shown a large rise of 
Rs 2,682 crore compared with a rmxiest rise 
of Rs 870 crore in the corresponding period 
last year. Thus the total flow of funds from 
scheduled commercial banks to commercial 
sector shows a decline of Rs 1,382 crore in 
the first quarter of 1997-98 compared with 
a large duline of Rs 6.3.50 crore in the first 
quarter of 1996-97. 

These explanations, however, do not take 
cognisance of the fact that the bank credit 
delivery system has been in reality 
considerably choked. Rrst, if the decline in 
the first quarter this year has been the lowest, 
it has also followed an unusually low non¬ 
food credit expansion in the preceding full 
fiscal year. 1996-97. Secondly, it is reported 
that the smaller decline in non-foexi credt 
is due to a ri.sing number of non-performing 
loans following the deepening of the 
recessionary trends in Indian maiwfacniring 
Industry, to which high interest rates and 
p(x>r credit supply have also contributed 
rather significantly. Finally, the banks’ 
subscriptions to commercial debt and equity 
instruments ha ve turned (Mt for the corporates 
a substitute for their inability to raise 
investible capital from the capital market; 
capital market issues have leacrited the rock 
bottom levels in the cuirem year. 


Takje I: Non-Food CttEon-ExTANSiONOFScHEPUUoCotKMEtinAt. Banks 


(Kscroirl 


Year 

(April-Moieh) 

IncTcaies in Non-Food Credit 

Full Fiscal Year 

Vatutioas during 
April-June Ouaner 

Non-Food 

Crcdii 

Non-Food Ctedii 
Includinf Comm- 
creial Investments 

Non-Food 

Credit 

Non-Food Credit 
Iflchufing Otnun- 
cicial InveanneMs 

1993-94 

8,272 

n.o. 

-6.644 

nj. 

1994.95 

45,776 

ii.n. 

-9.1.36 

n.ft. 

1995-96 

44,938 

44.774 

-6.070 

• 

1996-97 

26480 

3.3.157 

-7.220 

-6450 

1997-98 

- 

• 

-4.064 

-I4«2 
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0«Ani A: Daily Tot-Eno Quotations of Call Money Rates, 
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Oeath B: Snt QuoTAnaNS FOE Tm US Dollab M TMt DOMBtnc 
Intee-Bank Maekbt - July 1997 



Other Developments 

Three primary dealers out of the six in 
opention have declared their results in July 
-PNB Gilts, I-Sec and SBI Gills. PNB Gilts, 
in the first nine months of its operations, has 
registered a net proFtt of R$ 16.1 crore. A 
large pan of its profits came from capital 
gains on sale of govemntent securities and 
PSU bonds. Its turnover in government 
securities and treasury bil Is (TBs) was about 
Rs I0,(X)0 crore. It also said that it had 
fulfilled its commitment in achieving the 
turnover and success ratios (96 per cent as 
against the committed 33 per cent in 
government securities and 62 per cent as 
against the committed 40 per cent in TBs). 
I-Sec registered a net loss of Rs 65.99 crore 
in 1996-97 but posted a profit of Rs 20.75 
crore in the first quaner of 1997-98. SBI 
Gilts, in its first nine months, registered a 
net profit of Rs 13 crore, but its profits were 
higher at Rs 20 crore in the first quarter of 
1997-98. The RBI has reportedly completed 
inspection of all the POs, though the details 
of their inspection results are not known. 

PDs have also formed a self-regulatory 
organis^ion called the Primary Dealers 


Association of India. On the satellite 
dealership front, however, there was no 
movement. After approving for 17 NBPCt 
the status of satellite dealership, the RBI is 
reported to have put it on hold to benefit from 
the registration process under way for NBF(2s. 

Union Bank of Switzerland, which had 
registered a 100 per cent debt fund for $350 
million, began its debt market operations in 
July. Seeing an opportunity Ux business, 
PDs have requested the RBI to route all HI 
investments in debt through them, though 
the RBI is unlikely to restrict Fll operations. 
Currently, Fils are expected to deal in 
government debt through all constituents 


having SGL accounts. 

As per a FEDAl circular in early July, 
banks have been allowed to set their own 
foreign exchange trading hours forcorporates 
and inter-bank transactions. However, the. 
settlement time as determined 1^ the RBI 
will continue at 4.00 pm and henn all cash 
transactions will have to complete by 2.30 
pm There will be no rigid time limits forspot, 
tom (tomorrow) and forward transactions 
which wilt benefit corporates to take 
advantage of movements in overseas mwkets. 
A second major change in the system of forex 
dealings relates to the initiation of offering 
two-way quotes by foreign and private semor 


Table 3; Daily Quotations of Hiohs and Lows of Call Rates in Pee Cent Pee Annum: 
SiAiFU Statistical Oiaeacteebtics 


All Five July 1997 

Weeks Week Ended 


All Four 
Weeks 


Junel997 
Week Ended 


ui inc 

Month Aug 1* 25 

17* 

II 

4* 

Month 

27 

20* 

13 

6* 

Mean 4.1 6.0 4.2 

1.7 

3.3 

5.4 

5.4 

7.4 

2.8 

7.7 

2.6 

Stondaid deviation 2.2 1.9 1.1 

Coefficient of variation 

1.0 

1.9 

1.7 

3.0 

2.3 

l.l 

1.5 

2.0 

(percentages) 53.0 32.4 25.8 

58.4 

57.2 

30.7 

56.1 31.5 

40.7 

19.0 76.31 


* Data for reporting Fridays (RF) are omitted. 


Table 2 : Estimate Flow of Uouinty nrro tue Financul SYnsM durino July 1997 

(Kupees crortl 


Week-Ended 


Auzust 1 


25 



17 



11 



4 


Inflow Outflow 

Net 

Inflow OutOow 

Net 

Inilow Outflow 

Net 

Inflow Outflow 

Net 

Inflow Outflow 

Net 

14-day T bills (Auction) 

1671 

2920 

-1249 

1337 

2070 

-733 

1000 

1671 

-671 

1772 

1327 

445 

ISO 

1000 

-850 

91-day T bills (Auction) 

170 

.500 

-330 

l(X) 

400 

-300 

100 

300 

-200 

100 

300 

-200 

100 

300 

-7K 

364-day T bills (Auction) 

92 

959 

-867 


. 


1030 

1130 

-100 

. 

. 


637 

961 

-37A 

Coupon Payments 

362 


362 

389 

. 

389 

1451 


MSI 

70 

- 

70 

- 


. 

Net Foreign AsieLs (Variation) 

1061 

. 

1061 

688 

. 

688 

503 

. 

503 

- 

151 

-ISI 

66 


66 

Govt Mum Borrowing * 

- 

.5000 

-5000 

N 

. 



3000 

-3000 

. 

. 




. 

CRR interest Paymenu 


- 








450 

. 

450 

. 


. 

Total 

3356 

9379 

-6023 

2514 

2470 

44 

4084 

6101 

-2017 

2392 

1778 

614 

953 

2261 

-130 

Memo Items 
















Open Market Opetalions (RBI) na 

oa 

na 


10 

-10 

. 

36 

-36 

- 

. 




• 

Repos by RBI 

7250 

8200 

-950 

16865 

I506S 

1800 

5020 

6250 

-1230 12600 

1.3520 

-920 

250 

4350 

-410 


Nine: A negative sign implies net otilflow. - means nil. 
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Omw C Yau» CUBVB m 304>DAr Tuammv Buj AND 
DAnoSKUUnB'WlMHIIoAvnMMlfMillLV 1997 


Dued Securides 
(Lon iMiarity in 2010) 


364>Day Ticafuiy BUlt 


Period to Moiiiriiy in Aioendiiv Older 


bunks for (wo'yearand even live-ycar forward 
deals by corponues. The RBI, which bad not 
allowed forward contiacti for periods beyond 
aixinonths.liberalisedthesti|^aiionine»)y 
January this year. 


Cadi Money and Forex Markets 
Call Money Market 

Reflecting abundance of liquidity due to 
large accretion of deposits and low ofFkake 
of credit from banks, return flow of past 
govemment borrowings (Table 2) and RBI’s 
forex iniervention,call money rates continued 
to remain at subdued levels, except for 
occasional riming up. The call money rate, 
whidi opened at S per cent on June 28, 
increased to 9 per cent on July 2 due to last- 
minute effoiu by banks to cover CRR with 
the expectation of a banks' strike on July 4. 
The rales then started slipping down to touch 
0.7S per cent on July 16 before timing up 
to S per cent on July 17 as there was a large 
outflowofRs 12,672ctore by way of govem¬ 
ment borrowing (Rs 3,000 croie), and a 
series of auctions of 14-day TBs (Rs 1,671 
crore), 91 -day TBs (Rs 3(X) croie), 364-day 
TBt(Rs 143 crore) and RBI's repo (Rs 6.230 
crare); the followii^ day. which happened 
to be the repotting Friday, was alsoa holiday. 
Though the call rate opoied at 6.3 per cent 
on July 19, it started falling to move in a 


narrow range of 3 to 4 per cent until July 
28 (Tables 3 and 4). The call rale moved up 
once again to 8.23 per cent on July 29-30 
as money market experienced sometightening 
of liquidity mainly due to huge government 
borrowing of Rs 3,000 crore. The call rates, 
however, started softening to close at 0.30 
per cent on August I whidi was a reporting 
Friday (Graph A). 

Forex Market 

While the forex market generally remained 
dull and inactive, the nominal exchange rate 
passed through two diatina phases during 


July; appredation in the tint fortnight and 
itabili^ at lower level in theaccond fostnighl 
till July 31. Opening at Rs 33.82 on June 
30, the RBI r^erence rale for the rupee 
appreciated to Rs 33.72 on July 11 as the 
audioriiies sought to test the market with a 
aomewhaa passive stance and tcpotteifly 
purchased only $ 138 million between Jime 
27 to July 17 as against $461 million during 
the first half of June. RBI on its pan was 
constrained by its imfdicaiiont for monelafy 
expansion as the growth of M, at 16.8 per 
cent by June 20 was rapidly surpassing the 
target^ growth tale of 13-13.3 per cent This 
forced the RBI to revise its implidt tvget 
for the rupee ntte downward from Rs 33.80 
to Rs.33.70 per US dollar (Graph B). 

Such an action by the RBI in vit^ tcadiiiig 
criticism from exporters who were lending 
to lose their iniemational competitivcoeas 
due to the rupee appreciation; the rupee ia 
estimated to have stood appredaied by 3 to 
7 per cettt in real terms. Secondly, other 
external factors, such as. iruMsivedewiliMtioo 
by neighbouring Asian countries like 
lliailand. Indonesia. Malaysia and 
Philippines in the wAc of th^ r ecent 
currency turmoils, the real appreciation of 
dollar against Germany and Japan and the 
overall decliite in world com m odity prices 
have contributed to coosidersMeoncctiaitty 
in the forex market. But the fact that the 
vtfious support meaniies offered forlmia't 
export competitiveness in the port-reJom 
period have spent themselves out by now and 
that India can ill-affoid to allow my fnnher 


T«wu! S: AucnoM or 364 -Oat Tseasmy Bols 


(Am mm in n^ttr oonr) 


Date of 

Auction 

Bids Tendered 

No Paoe Value 
(AmoMi) 

Bids Accepted Cut-off 

- Price 

No Face Value (Rupees) 
(AmouM) 

Cut-orr 

Yield 

Rate 

(PcrC^eaO 

AmouM 

Outirruidi^ 
on the Dree 
ofIsMe 

1996 

July 3 

67 

896.13 

37 

637.15 

88.60 

1287 

3293 

July 17 

143 

1329.03 

lOi 

1063.30 

>8.80 

12.61 

4344 

July .31 

1997 

July 2 

28 

373.16 

6 

81.89 

8880 

12.61 

3602 

28 

1226.00 

18 

961.00 

91.89 

8.83 

13337 

July 16 

76 

1983.00 

37 

(100) 

1130.00 

(91.94) 

92.14 

(8.77) 

8.53 

13472 

July 30 

74 

2368.00 

34 

(49) 

958..50 

192.18] 

92.23 

1*48) 

8.42 

13539 





(64.91) 

192.28) 

I8.37J 



Figiuet in the square bnckcii tepresenr wdghied average price and the respective yiehl 
Tasu 4: C!aix Monbv Rates 

tftr c*ml per emmmi 


Wedily range 0.308.25 
(0.25-6.25) 
WacfcctMKMday) O.SO-I.2S 
(0.2S-0.S0) 
Weekly weighted na 

average * (3.78) 

onn lending rates na 
(range) (0.408.SO) 


3.006.30 0.304.00 1.007.73 3.S09.00 4.0010.73 

(3.0010.30) (0.101.23) (0.7S-S.00) (0.0S-l0.U)(l05OII.00) 

3.004.00 0.304.00 1.002.00 3.303.30 3.009.73 

(3.73-7.00) (0.23-0.10) (1.001.23) (O.OS-0.10) (lOJO 10.93) 

<■03 IJ6 3.59 5.32 6.92 

(5.34) (1.13) (I.S7) (5.80) (10.94) 

na 0.2.V3.00 IJ5-7.75 4.309.00 4.2.3-1073 

(1.19-9.10) (0.102.25) (073-3.60) (0.5010.95) (10.9011.IO) 


0.73-6.00 4.73-10.23 0.206.90 

(0.2S-ll.0S)(l0.7OII„30) (O.IOIi.00) 
O034J5 4.30-8.00 0J>S4>JD 

(0.23-0.30) (1083-II.OS) (O.IOOJO) 

3J» 6.84 3.46 

(10.89) (1091) (10.73) 

0206.00 5.0010.23 OIO6J0 

(0.IOII.0S)(ia9OII.IS). <04041.13) 


• Friday being holiday .Thursday data 
• Weighiad avenge of borrowing trees reported M Ike RBI by actecisd baaks and OFHl. weiHaa befog proportioaal n I 

ngreet In die pa retu heiee ra p t eaere weekly range daring tlinilar period last year. 
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•ppfeciaUoa of the rupee in real termi consi- 
dt^ng the difRcuItiea faced by expoiten 
induct tome rethinking on the exchange 
rate policy. Thirdly, the pressure on the rupee 
to appreciate now 1ms emanated not from any 
fundanwMal strength in the country'sexpoit- 
impon trade with huge multiplier benefits 
but from capital inflows and unrequited 
transfers which by definition are not 
consistent and stable. 

Probably against this background the RBI 
resumed its positive intmentkm stance and 
mopped up $ 47S million during the second 
half of July apparently with thesde objective 
of pegging the rupee rate at around Rs 35.70 
per dollar. Consequently, the nominal 
exchange rate remained si^le and moved 
in a narrow range of Rs 35.69-Rs 35.70 
during July 15-30 (Graph B). However, 
during the subsequent period, the exchange 
tdtt dqneciated. first nominally to Rs 35.72 
on July 31 and then sharply to Rs 35.82 on 
August I due to large corporate demand 
against the backdrop of distinct fall of net 
FIIs’investment toonlyS 170 million in July 
as against $ 369 million in June. 

The forward dollar market witnessed a 
gradual firming up of the forward premia 
during July as against a declining trend in 
June. Despite the sustained selling of forward 
dollar by exporters with no demmid emanating 
from importen who are banking on rupee 
stability, the six-month forward premia for 
inter-bank transactions increased firom the 
maoth’sopeningrateof3.46 per cent on July 
1 to 3.90 per cent on August 1 following the 
RBI’s aggressive buying of forward dollar 
so as to sustain the minimal incentive for 
exporters. The repotted one-year and two- 


year forward prenua - a new feature in the 
Indian forex market - at about 4.15 per cent 
and 4.90 per cent, respectively, appeared 
subdued. 

m 

Priiaaiy Market 
Dated Securities 

In order to exploit the opportunity of 
liquidtty abundance, the RBI attempted to 
complete a large part of the government’s 
annual maritet borrowing ptogrammeofgroaa 
amount of Rs 52,963 crore or a net amount 
of Rs 33,820 crore. Accordingly, the RBI 
conducted two suctions and mobilised 
Rs 8,(X)0 crore during July. 

The twin noteworthy features of the July 
auctions were, first, ovrewbelmingtesponses 
from investors and, second, sizeable decline 


liithecut-ofrylold.iaaiiItlnglaateaUgniBea[f 
the yidd curve. On July 16. the auctioq 
fk 6-yw goven u ne n t st^ 2003, for a 
notifM amount of RaJJXX) crore, invited 
amaiiivebidamountof Ri 13,044.62 crore 
from a huge number of 534 bidden, out of 
which RBI accepted the nodfled amoimt 
Bom 33 bidders at a cut-off yield of 11.83 
percent against 12.59 percent aet at theJuae 
18 auction for a 7-year paper or a cut-off 
yield of 13.82 per cent on a 6-year lecutily 
offered in September last year. The 
unfulfilled, pent-up demand resulted in the 
secondary market price of this security 
rtwving up 1^ a premium of Rs 1.15. thereby 
pushing down the yield fiuther to 11.53 per 
cent. The July 28 auction for 4-'year 
government stock2001, foranotifiedamount 
of Rs 5,000crore, also saw an equal number 
of bidders at 534 bidding for Rs 11307.82 


Tasu 7: Auenom or IS-Dav Tkeasvky Bxxi 

(Amount in rupiMi crore) 


Dale of 

Bids Tendered 

Bids Accepted Subectiption Fhoe 

Cul-off 

Cnt-oir 

Amount 

Auction - 





Devolved 

Value 

Price 

Yeild 

Onwanding 


No Face Value 

No 

Face Valae on PDs 

Total 

(Rupees) 

Rale 

(Rs. crore) 



(Amount) 


(Amount) (Amount) 

1 Bills 

(Percent) 









Issued 









(Afflovni) 




(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

1997 










July 4 

3 

1327.00 

3 

1327.00 

0.00 

1327.00 

99.81 

4.95 

2327 

July 11 

11 

1671.00 

11 

1671.00 

0.00 

1671.00 

99.81 

4.95 

2998 

July 17 

17 

2019.50 

17 

2019.50 

0.00 

2069.50 

99.81 

4.95 

3741 


(1) 

(50) 

(1) 

(30) 






July 25 

9 

2920.00 

9 

2920.00 

0.00 

292a00 

99.81 

4.95 

4990 

Anguet 1 

6 

2936.00 

6 

2936.00 

98.00 

3109.00 

99.81 

4.95 

6029 


(1) 

(75) 

(1) 

(75) 







Pigwa in pareniheset in cols 2 to 3 teptesem numbers and siaounu of non-conifielitivc bids which 
are not induded in the total. 


Table 6; Auenora or 91-Dav TxeAtiniY Baxs 

(AmoiM in ntptts crore) 


Dale of 

Notified 

Bids Teiuieied 

Bids Accepted 

Sobscriptioa Cul-off 

Cul-off 

Amount Outstandimg (Rnpees)* 

Auction 

Amount 





Devolved 

Price 














(Rupees) 

No 

Face Value 

No 

Face Value 

on RBI 

(Rupees) 

Rote 

Total 

With RBI 

Outtide 




(Amount) 


(Amount) 

(Amount) 


(Percent) 



RBI 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7)* 

(8) 

<9) 

(10) 

(II) 

(12) 

1996 












July 5 

500.00 

191 

2734.37 

26 

397.70 

0.00 

97.12 

11.86 

6500 

56 

6444 



(2) 

(600) 

(2) 

(109.3) 







July 12 

500.00 

193 

2599.80 

27 

480.63 

0.00 

97.59 

9.88 

6500 

56 

6444 


(1) 

(400) 

(91) 

(19.37) 







July 19 

300.00 

IS6 

1707.73 

31 

343.90 

0.00 

97.73 

9.21 

6500 

56 

6444 


(2) 

(600) 

(2) 

(156.1) 







July 26 

300.00 

97 

1135.80 

40 

415.72 

0.00 

97.69 

9.46 

6500 

56 

6444 



(3) 

(575) 

(3) 

(84.28) 







August 2 

1997 

500.00 

82.00 

1899.10 

6.00 

416.62 

0.00 

97.79 

9.04 

6500 

56 

6444 

July 4 

300.00 

10 

276.38 

6 

130.98 

0.00 

98.29 

6.96 

3850 

168 

3682 



(2) 

(200) 

(2) 

(149.02) 


(98.301 

(6.92) 




July II 

300.00 

23 

601.30 

8 

178.26 

0.00 

98.32 

6.83 

4030 

168 

3882 



(2) 

(200) 

(2) 

(121.74) 


(98.36] 

(6.67) 




July 17 

400.00 

24 

614.00 

17 

265.41 

0.00 

98 J4 

6.73 

4350 

168 

4182 


(2) 

(ISO) 

(2) 

(134.59) 

0.00 

(98.41) 

(6.46) 




July 25 

500.00 

26 

973.00 

20 

432.17 

98.35 

6.71 

4530 

168 

4382 



(2) 

(ISO) 

(2) 

(47.83) 


(98.36) 

(6.67) 




August 1 

300.00 

19 

560.00 

9 

300.00 

0.00 

98 J6 

6.67 

4700 

38 

4662 








(98J61 

(6.67) 





-nil 

Plgnm in pnrentfaesei in cols 3 to 6 repteseat n umh sn sad atnounts ofaoa-cangpetitive bids which are not Indnded in the total. 
Figmes in the square bractett under cols » and 9 repre s e n t weighted nverage price and wspedive yield. 

* Bnckeiedriguresincol7irmy, idaietodevohreiiiealMipriMntydeal^exclasiwofllBI. 


2006 
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cicm. This ttme, the RBI adected ii Mily 
iMfBMimbcrof240bidden atsait>ofryield 
^ 10.85 per cent which had a weighted 
avenge yieU of 10.79 per cent against the 
cuHiff yield of 13.73 per cent offered for 
a rimilar maturity paper last year. The large 
uneatisOed demand for the stocfc saw its 
secondaiy market tumbling fiiither down to 
10.6 per cent 

364-Day TBs 

Contrary to last year’s experience, the 
auctkns of 364-day TBs have been getting 
increasing response; in July too, there was 
considerable improvement in investors’ 
tesponse u the number of bidden increased 
from 28 for Rs 1,226 crore at the July 2 
auction to 76 for Rs 1,983 crore on July 16 
and to 74 for Rs 2486 crore on July 30. 
Against the tobi bid amount of Rs 3,779 
crore, the RBI accepted bids worth 
Rs 3,049.30 crore in the three auctions 
together (Table 3). Taking advantage of the 
massive response, RBI was successful in 
reducing the cut-off yield from 8.83 percent 
at the July 2 auction to 8.33 per cem on July 
16 and fiiither to 8.42 per cent on July 30. 

91-Day TBs 

The RBI raised Rs 1,300 crore in four 
auctktns through 91-day TBs. The notified 
amount was kept low at Rs 300 crore in the 
initial twoauctionsandthen raised by Rs 300 
crore in the last auction of July 23. In the 
auction of August I, the notified amount was 
reduced to Rs 300 crore due to crowding of 
dated security issues (Table 6). With the 
support of non-competitive bidders the first 
four auctions could raise the entire notified 
amount from the market It was noteworthy, 
however, that the market response to the 
auctions was at least twice the notified 
amoums in the last three auctions of July. 
1110 cutKiff price has been raised in eaim 
auction by 2/3 paise, thus steadily lowering 
the yield ^ 29 basis points during the month 
(including the August I auction). 

14-Day TBs 

The miction of 14-day TBs, which evoked 
overwhelming response on its rlebut on June 
6, foiled to sustain interest in the subsequent 
auctions in June and July, particularly in 
terms of the number of biddm though the 
amount bid hat been sizeable. At the July 
4auction, only three bidders tendered for 
1427 crore at 4.93 per cem which were fully 
accepted by RBI. ’Though the number cif 
biddm inoeated to 11 on July II for Rs 
1,671 croreandto ITonJuly l7forRs 2,019 
crore, R fell subsequently to 9 on July 23 
and foitiier to 6 on August I, but in the last 
two auctions the amountt bid were sizeable 
at Rs 2,920 crore and Rs 2.936 crore, 
Rspectively. All the bid amounu have been 
accepted and the cut-off yield has tuyed put 
at 4.93 par cent per annum (Table 7). 

Othtr ItutnsmeHU 

Com p a n ie s such as Reliance. Aslan Paints 
and Thcrmax placed timirone to three month 


maturity CP iswea at around 84-9.1 per were active investon in this paper taking 
cent Finance companies such as Sundaram advantage of low call mon^ rates by 
Finance placed th^ CP issues fora slighdy aibitnging. In foct, a number of foreiga 
highernleat9.3-IOperceaL Foreign banks banks look the lead in CP syorficatioo. As 


Tasli 8; Auctkh of Rzms tv RBI 

(Amotmt t» Mmytss. ermrt) 


Due of 
Auction 

(1) 

Number 

Bids Tendered Bids Accepted 

Cui-eff 

Repo 

Rate 

(Percent) 

(7) 

Weighied 
Avenge 
of Repo Rate 
(Percent) 
(8) 

Days No. Face Value No. FSce Value 

ReM (Amount) (Amount) 

(2) (3) (4) (5) (6) 

1997 






July 1 

3 

10 4830.00 

1 4100.00 

3.95 

3.91 

July 4 

3 

3 4000.00 

» 4000.00 

3.95 

3.93 

July? 

3 

6 4800.00 t 

1 4300.00 

3.90 

3.71 

July 10 

4 

17 6070.00 i 

I 3020.00 

3.60 

3.31 

July 14 

4 

17 6230.00 17 6250.00 

3.60 

3.51 

July 17 

3 

20 6375.00 18 6363.00 

3.60 

3J6 

July 21 

3 

7 4430.00 6 4230.00 

3.60 

3.59 

July 24 

4 

3 4430.00 

1 4430.00 

3.60 

3.58 

July 28 

3 

3 3730.00 

1 3730.00 

3.60 

3.59 

July 31 

4 

2 3300.00 

t 3300.00 

3.60 

3.39 

Total 

90 48673 72 46183 

3.69* 

3.63 • 

9 weighted by col 6 and 4 respectively 





Tabu 9: Rero TnANSAcnoNS m CoveaNimcT PAna 




(Other Him with the RBI) - July 1997 



Repo Period 

AmoaM Involved 

Rai^ of Interest WeigbiBd Average 

in Number 

(Rupees Crore) 

(Percent 

Imeiest Rase 

of Days 



Per AnBHin) 

(ta-Cenl Per Annnm) 

A Dated Securities 






0 

20.00 

1.00 


1.00 


3 

142.00 

3.00-6.30 


5St 


4 

683.00 

I.3S-6.S0 


5.52 


9 

50.00 

4.40 


4.40 


14 

127.00 

4.50-7.00 


SJ6 


16 

6.00 

4.73 


4.73 


56 

23.00 

7.40 


7.40 

All Issues 

1033.00 

1.00-8.30 


5.11 

B. .364-Day TBs 





(All Issues) 

262.00 

2.006.30 


4.16 

C. 91-Day TBs 





(All Issues) 

- 

• 


- 


Tabu IO:OrauiK>«orNATiaHALSTO«ExcHANaE(NSe)ot*i«iu.Y 1997- Actual TkAMnAMOunr 

(Kapeetcruft/ 


Descriptors 


Week EndinaJulv 


Total dsriM 



August 1 

IS 

17 

11 

4 

My 

June 

May 

1. Tieatury Bills 

263.03 

426.43 

206.00 

473.00 

401.00 1773.46 103653 

1033.72 

i) 14-day Bills 

3.00 



- 


3.00 

1060 

- 

ii) 91-day Bills 

60.97 

8^43 

23.00 

3.00 

37.00 

213.40 

91.89 

ia43 

iii) 364-day Bills 

199.06 

339.00 

181.00 

470.00 

364.00 1333.06 

934J6 

104357 

2. Dated Securities 

3133.84 3328.31 2795.89 3304.82 IS9S.93I4160.79693I.274IS64JQS 

A. GDI Securities 

3133.76 3324.08 2779.86 3280.09 1380.9114100.706737.33 

394053 

i) Converted 

103.00 

308.00 

317.00 

616.24 

190.03 1336.29 1148.00 

328.00 

ii) Regular 

3007.76 2893.08 2331.93 2249.33 1223.8611708.183304.60 

338a0l 

iii) Zero Coupon 

23.00 

121.00 

130.91 

414.32 

16760 

836.23 

284.17 

7952 

iv) FkoftUaf kmt Boodi • 



. 

. 

0.00 

0.00 

0.00 

v)CCB 


- 

. 

• 

. 

0.00 

066 

0.00 

vi)Repo 


- 




0.00 

0.00 

15360 

B. Stole Govts. Stocks 0.08 

4.23 

16.03 

24.73 

1362 

60.09 

193.74 

213.42 

3. PSU Bonds 

37.41 

32.43 

37.83 

16.60 

36.41 

200.70 

116.94 

22252 

i) Tax free 

43.86 

23.62 

16.70 

15.60 

13.16 

116.94 

6852 

8572 

ii) Taxable 

11.33 

26.81 

21.13 

1.00 

23.25 

83.78 

a.42 

13950 

4. Commercial Papers 


3060 

10.00 

27.00 


87.00 

10960 

43.00 

5. CertiAcuei of 









Depofia 

49.30 

40.00 

73.00 

39.00 

3.00 

228.30 

176.70 

4350 

6. Dneaiunt 

IS5.93 

2457 

70.73 

10253 

101.70 

433.46 

13050 

234.11 

7. Ploatiag Rate Beads 

0.02 

350 

• 

1.10 


6.62 

9.10 

060 

8. IDf IfrsBBt-PDsCNF 








ZU4Uail64 

41.06 

2457 

20.13 

8.03 

14.00 

11309 

208.41 

I246B 

Grand loatKvolatns) 

3711.79 3931AI 321360 3993.78 3IS4j04I7D27j63 8731.17 1481358 


• No iradiag. ID Non-SUt his tii u iloaa l Bends. IB SLR taatitmional Bonds OCR Onesmintat 
ComptnsiHnnBondsBB BiakBondi PD PwimlsiiityNoia. ZUUniisefUTt CNCHspaapNoim 


Bnnnoinic and Mitical Weekly August 9, 1997 


2007 




AffDmx Tauc Skondmy Mamit Omkahom m OovauMarr Pahk RBri SOL Data 


(Arnimm In mpta eron) 


T 





WeefcBi 

Mlitit July 1997; Yield to Matteity oo Actual Tiadim 


Total for the Mouil 



2S 





rr 





of July 1997 

Deuiipdom 

Amt 

YTM 

CY 

Atm 

YTM 

CY 

Amt 

YTM 

CY 

Amt 

YTM 

CY 

Amt 


CV 

I Traatiuy BiUi 

A 14-Oay Bills 

211.03 

4.90 


120.50 

4.66 


1000.00 

4.93 





1331.33' 

4.91 


B 91-Day BiUs 

133.87 

3.90 


136.90 

4.72 


101.38 

5.43 


72.63 

5.41 


464.78 

3J8 


C a64-Diy Bills 

783.53 

7.71 


489.22 

7.82 


993.13 

8.06 


46a33 

7.82 


2726.43 

7.88 


2 GOI Dated Securitiet 
















A Coovetted (Per Ceal: Year) 















i) 13.50, 1998 

166.30 

7.77 

12.98 

140.00 

8.07 

12.99 

245.00 

8.84 

13.06 

133.11 

9.01 

13.19 

706.61 

8.47 

13.06 

ii) 12.00, 1999 

Ui) 13.25, 2000 

124.00 

8.96 

11.46 

41.00 

9.52 

11.36 

128.10 

10.12 

11.66 

13.00 

ia29 

11.69 

308.10 

9.38 

11.37 

iv) li.7.5. 2001 

65.00 

10.80 

11.40 

80.00 

11.28 

11.38 

20.00 

11.62 

11.71 

43.06 

11.67 

11.72 

210.06 

11 . 23 ' 

11.37 

V) 12.50. 2004 

119.90 

11.62 

12.02 

124.27 

12.02 

12.24 

235.67 

1122 

1136 

42.38 

12.41 

1146 

342.42 

1106 

1126 

Sub-ioul 

473.40 

9.47 

12.13 

383.27 

10.16 

12.30 

648.77 

10.31 

12.46 

237.69 

10.11 

1172 

1767.12 

laio 

1138 

B Recular (Per Cent: Year) 

1) 6.23. 1997 0.00 

6.22 

6.23 




0.01 

30.00 

6130 

0J)2 

6.23 

6.25 

0.03 

16.19 

19.03 

u) I3J0. 1997 

80.00 

5.66 

13.39 

97.00 

6.34 

13.38 

329.89 

7.37 

13.39 

158.39 

8.23 

13.39 

663.47 

713 

13.39 

iu) 600. 1998 

0.02 

6.00 

6.00 

. 

. 

. 

0.02 

6.00 

6.00 

0.09 

6.00 

6.00 

0.13 

6.00 

6.00 

iv) 6.25. 1998 

0.00 

6.24 

6.23 

13.00 

8.30 

3.93 

. 

. 

. 

. 

. 

• 

13.00 

8.30 

5.93 

V) lOJO. 1998 

. 

. 

. 



. 

. 

- 

. 

71.00 

ia47 

10.30 

71.00 

10.47 

1130 

Vi) IL30. 1998 

. 

. 

. 


. 

. 

25.00 

9.44 

11.87 

. 


. 

23.00 

9.44 

11.87 

vii) 13.30. 1998 

3.00 

7.94 

12.99 

. 

. 

. 

36.00 

8.47 

13.04 

. 

. 

. 

41.00 

8.41 

13.03 

viii) 13.62. 1998 

35.00 

8.04 

12.92 

33 00 

8.26 

12.94 

267.00 

8.79 

13.03 

10.00 

9.22 

13.03 

367.00 

8.64 

13.02 

ix) 13.65, 1998 

10.00 

8.11 

12.93 


. 

. 

3.10 

8.68 

12.99 

10.00 

9.40 

13.07 

23.10 

8.74 

13.00 

a) 3 Jft 1999 

. 

. 

. 


. 

. 

0.02 

3.49 

3.30 

23.23 

3J0 

5J0 

23.23 

3J0 

3J0 

xi) 13.00, l999(FltB) 


. 

• 

. 

• 

10.00 

10.02 

1136 

. 

. 


10.00 

10.02 

1136 

xii) 13.12, 1999 

3.00 

9.55 

12.30 

33.00 

10.12 

12.43 

30.00 

ia38 

12.31 

3.00 

10.77 

1137 

113.00 

10.33 

1148 

xui) 13.40, 1999 

89.00 

9.56 

12.44 

26.00 

10.34 

12.39 

112.68 

10.70 

1168 

2ai3 

10.86 

12.71 

247.83 

10.27 

1139 

xiv) 13.65, 1999 

44.47 

8.95 

12.80 

33.00 

9.27 

12.85 

i 2 aoo 

9.56 

13.02 

43.00 

9J3 

13.04 

264.47 

9.40 

12.93 

XV) 13.70. 1999 

.38.30 

9.18 

Ii74 

33.00 

9.96 

12.89 

70.00 

10.23 

1194 

13.17 

10.43 

1198 

138.47 

9.94 

1188 

xvi) S JO. 2000 

0.00 

3.30 

3.30 

. 

. 

. 

0.05 

3.30 

5.50 

0.34 

3.30 

3.50 

0.40 

3.30 

3JO 

xvii) 6J0. 2000 
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I bMiiacoiittmiedtokMimihdrPlJ^'deinand 
for CPi went up. By the end of July, many 
corporalet. luch as Ahmedabad Etectriclty, 
■ Cochin Reflneria, Lucas India, exx India, 
Saw Pipes and Widla India, wen teponed 
to be phmning to tap this m^et. In fact, u 
many as 33 company CP issues worth Rs 
644 cron wen rated by the rating agencies 
in July. 

The (X mailcet witnessed meagre activity 
' on account of surplus liquidity w4th banks. 
IQCI, however, was repotted to be planning 
to raise Rs 2,300 cron through this route 
to finance its short-term assets of one to three 
year maturity. ICD market continued to 
witness lower interests. 

Preference Shares, Bonds and Other 
Debt Instruments 

Despite the downward tnnd in interest 
rates, the debt market sustained its buoyancy 
in July as almost Rs 3.170 cron wen 
mobilised by FIs (Rs 1(X) cron), PSUs 
(Rs 343 crore) and private corporates 
(Rs 2,725 cron). A similarly large amount 
of Rs 3,030 crore was raised in the month 
of June. 

During July, only IFCI entered to raise Rs 
100 cron through I(h3 per cent tax-free 
redeemable preference shws. As the post¬ 
tax yield stood at 16 per cent, the issue was 
sold out in five minutes of its opening and 
collected Rs SOO cron out of which IFCI 
accepted only the target amount. Cumntly, 
besides CPs, banks seek ptefennee .shat^ 
which generally offer 11 -13 per cent ntum. 
The demand was accentuated following the 
RBI’s removal of the limit on banks’ 
investment in preference shares. The next 
few months an expected lo see frequem 
large issues from Hs as the govemmem 
reduced the FIs’ ECB cap from $1.3 billion 
during 1996-97 to only $ 630 million in 
1997-98. 

The practice of pri vate placement of bonds 
continued to be buoyant. C^omponies which 
wen active in this market wena mix of state 
government undertakings, such as KSEB, 
HSEB, APHRC and HUDCO. and private 
corporate hmises, such as Ashok Leyland, 
Apollo Hospitals and Haldia Petrochem. 
Interest rates on bonds have seen a sharp 
decline between April and July this year - 
from 16.3 per cent to 13.3 per cent for top- 
rated issuers. In July, state bodies offered 
10.S per cent on tax-free bonds and 12 per 
cent on seven-year and 12.3 percent for 10- 
year maturity on taxable bonds. Private 
corporates have been offering 13.73-13.73 
per cent return on their debemurct; Haldia 
Petrochem. however, offered 16.73 on its 
seven-year debemures in July. 

As compared to lost year, the current year, 
however, saw fewer PSUs thronging the debt 
market In fact, many PSUs are reluctant to 
borrow through the debt market even in a 
comparatively low interest rate regime 
because of the already mourning loan and 
interest payments and tax burdm In July 


only five PSUs entered the defat market to. 
borrow around Rs 343 crore. The highlight 
of the PSUs’ bonds issues during the month 
were the suNumtial interest rate differential 
of 177 basis points between the Haldia 
Petrochem issue and the HSEB issue even 
though both the issues were for similar 
maturity. The second highlight was the book¬ 
building process employed in case of 
HUDCO debt issue. Book-building is 
essentially a price discovery process where 
all the successful bidders are allotted at cut¬ 
off yield rate only. Jn the case of HUDCO 
debt, which is eligible for priority sector 
lending by banks, the yield for iu taxable 
bonds was arrived at between 12 to 12.5 per 
cent. However, HUDCO's tax-free bonds at 
10.5 percent were reported to be faring well. 

As the banks have been spuming loan 
requests of private corporates and at the 
same time welcoming their debt issues, the 
prime-rated private companies cominued to 
move on a denture-issuing spree at banks’ 
PLRs. As referred to earlier, this practice of 
banks portends an ominous sign because the 
banks have no control over the end-use of 
such fundsraised through debentures whereas 
they have full control over the proper 
utilisation of bank loans. During July, 31 
companies raised about Rs 2,723 crore from 
the market through private placements. 

IV 

Secondary Market 

Dated Securities 

(jovemment securities traded actively 
during July resulting in a substantial rise in 
prices. The totol traded anwunt in all gilt- 
edged papers shot up from Rs 9,764 crore 
inJunetoRs IS,846croreinJuly(Appendix 
Tabic). Just as the trades were settling at an 
YTM of about 12.30 per cent for long-dated 
paper and 12.23 for medium-term paper, the 
yields on government paper once again 
tumbled by at least 23 basis points in the 
first fortnight of July. The downward trend 
continued in the second fortnight. Medium 
and long dated papers saw most buying 
interest as investors looked tor higher 
appreciation in these papers in a downward 
yield market. The favourites were 13.30 per 
cent 1997 (Rs 663 crore of trading). 12.14 
per cent 2()00 (Rs 1.896 crore), 11.83 per 
cent (Rs 1,603 crore), 12.39 percent 2004 
(Rs 4,442 crore) and 13.03 per cent 2007 
(Rs 897 crore). 

Repo auctions and OMOs 

The RBI continued to conduct 3 or 4-day 
repo auctions in July. In all 10 auctions were 
conducted during the month, all of them 
being back-to-back. Abundance of liquidity 
continued to favourably affect repo auctions. 
On an average iIk RBI received bids worth 
Rs 4,300 crore. As in the cate of the 14-day 
TBs, thcaigh the amount received was large, 
the number ofbidt was limited.’This indicated 
that short-term liriuidity abundance was 


perhapa restricted to a few banks rather than 
spread across the banking system. In three 
auctions conducted between July I0andl7, 
however, the response was over Rs 6,000 
crore and the number of bids received too 
was larger, compared with other repo auctiont 
conducted during the month (Table 8). The 
repo rate declined marginally from 3.9073 
per cent in the beginning of the month to 
3.3900 per cent at the end of July. Repo 
transactions in government paper outside the 
RBI remained subdued due to the general 
abundance of liquidity (Table 9). 

'The RBI remained passive on the open 
market operations front during July. Its 
passive stance was indicated through the old 
and depreciated securities it continued to put 
out on its sale window. It is logical that while 
the govemmem is in the market raising fresh 
borrowings, the RBI does not come put 
aggressively with its open market operatkns. 
If it did so, the fresh goveroroem paper 
would compete with the old ones affeedng 
the price and distorting the yield pattern. In 
any case, the purpose of OMO - that of 
absorbing excess liquidity - is being served 
with the new gilt papers as well. 

Yield Curve 

As the short-term rates remained tticfcy, 
but the long-term rates timved downward, 
the yield curve turned flatter but maintained 
its positive slope. Following the slarp fall 
in the cut-off yield of 4-year govenuneiit 
stock auction on July 16, the yield curve 
went haywire but got reigned subsequcMly 
marked by a downward shift (Graph C). 

PSU Bonds and Others 

Among the PSU bonds, the corpotmci 
lapped up whatever tax-free bonds were 
offered on sale, because the post-tax icIibb 
on these bonds at around 17-18 per cent was 
higher than that of taxable bonds in the 
secondary market which tanged between 12 
and 13.3 per cent. Gmsequently, the traded 
volume of tax-free bonds stood higher at Rs 
116.94 crore than Rs83.76ciorefortaxable 
bondsat the National Slock Exchange (NSE). 
A noteworthy feature in the secondary defat 
market was the phenomenal surge in traded 
volume of private debt, indicaring the 
increasing broadening and deepoung of the 
debt market. 

Amongst theother debt maikeiintriuinenu. 
CPs and CDs were actively traded. While 
(he CPs came under demand pressure 
resulting in a steeper fail in their yiiu in the 
secondary market (7-8 percent) than in the 
primaiy markm (9.5 to I2.S per cent), the 
CDs were under selling pressure which put 
the secondary market yi^ (8-11 per cent) 
more or less equal to the priinary maikel 
yield. 

(V P PrasaM and Rafiq L Aasari have andcftakea 
the supponiag review and statistical ooaipHMiara 
for ite paper.] 


Eotmonric «nd Pnlitkal Weekly August 9,1997 


2009 



COMMENTARY 


Fifty Years after the Bomb 

Commemoration, Censorship and Conflict 

Laura Hdn 
Mark Sddcn 


When either Americans or Japanese talk about the bombings, they not 
only engage thinking about the meaning of the second world war, but 
also of subsequent wars, the relationship of citizens to the state, the 
meaning of democratic participation and the state’s prerogatives to 
make war. While the two official stories reveal much about the 
national myths of each nation, in the end, the official stories are 
wholly inadequate to capture the lived experience of all the people of 
either country or to grasp the ongoing significance of the nuclear era. 


POR over half a century the world’s peoples 
have lived with the bomb: in awe of its 
power, anxious about its destructiveness, 
and aware that it was used to kill twice and 
could be used again, perhaps against oneself 
next time. This knowledge is most vivid and 
has been most fiercely debated in the US and 
Japan. Both Americans and Japanese have 
revisited this issue repeatedly and 
reinterpreted it through the prism of the 
intervening half-centuiy'. In both the US and 
Japan an ‘official story' quickly emerged to 
shape, but never to monopolise, nuclear 
consciousness, in each nation a rich and 
distinctive body of literary, graphic and 
historical work has engaged, documented, 
commemorated, protested, or mourned the 
bomb, in ways that challenge the official 
story. That SO-year history, including the 
shifts in US-Japan relations, rather than the 
evems of August 194S, is our subject. 

When either Americans or Japanese talk 
about the bombings, they not only engage 
in thinking about the meaning of the second 
world war, but also of subsequent wars, the 
relationship of citizens to the state, the 
meaning of democratic participation, and 
the state’s prerogatives to make war. 
Discussion of the bombi ngs is as much about 
visions of the future as it is about Judgments 
of the past. While tiie two different official 
stories reveal much about the natioital myths 
of each natioa in the end, the official stories 
ate wholly inadequate to capture the lived 
experience of all the people of either country 
or to grasp the ongoing significance of the 
nuclear era. That failure explains the persis¬ 
tence of domestic and international tensions 
about the bombings over the last 30 yean. 

From the earliest reports of the atomic 
bombings, Americans have viewed nuclear 
destruction primarily from the promethean 
penpecti ve of the inventor and bombardier. 
The carefully crafted image of a mushroom 
cloud spiralling heavenward has represented 
to most Americans the bomb as the ultimate 


symbol of victory in a ‘Good War’ that 
carried the US to the peak of its power and 
prosperity. This simple story presented 
-Americans as a brave, selfless, and united 
people who responded to treachery with 
total mobilisation culminating in aknockout 
victory. I n that narrative, which elides earlier 
decades of conflict between two rising 
colonial powers in Asia, retribution was 
devoid of desire for power or economic gain. 
The atomic bomb, and the decision to use 
it twice against urban populations, has been 
consistently portrayed in the official story 
as the shiningexample of American decisive¬ 
ness, moral certitude, and technological 
ingenuity in the service of the nation. When 
the war is remembered as climaxing in the 
atomic bombs, these are the qualities being 
celebrated. 

President Harry Truman’s announcement 
that the US had dropped an atomic bomb 
on Hiroshima contain^ a carefully crafted 
justification for its use on civilians and set 
the tone for the American official story. The 
principal justification Truman gave for the 
bomb was vengeance: “The Japanese began 
the war from the air at Pearl Harbour. They 
have been repaid many fold." He said much 
less about iriducing surrender and nothing 
at all about saving American (or Japanese) 
lives, justificmions that only emerged later. 
Hiroshima was forever after paired with Pearl 
Harbourinanofficial story ofinnocenl victi¬ 
misation and righteous revenge. By treating 
the bomb as the necessary and appropritte 
response to Japanese duplicity and wartime 
atrocities, this official narrative erases all the 
small and large American acts of lev^ige 
that wait before: mutilation of Japanead war 
dead, the “uUte noprisoners’ philosophy that 
frequently prevaiM among US forces in the 
final battles of the war, and, above all, the 
bombing of Japan’s civilian populatioa. 

By contrast, from the outsa the official 
Japanese perspective was from the position 
of the first, and thus far, oaly target 


population. Their focus was on the huiaan 
victims in the heUflres that flnt cansumed 
Hiroshima. The empadiyoftheirc«iipalilaU 
came easily, since nearly all urban Japanese 
had endured the fltebomblag that had taken 
atoll ofhundreds of thousands of lives and 
left all but two Japanese cities in mins. The 
images of death and fortitude amid 
destruction toon became the symbol of both 
national defeat at the hands of a ctud and 
powerful foe and stoic endurance. 

The Imperial Rescript announcing 
surrenda on August 14. 1943 was the 
founding document of the Japanese official 
story. This radio broadcast, the em p eror’s 
first direct addreu to the Japanese pet^ile, 
emphasiaedtlieinhumanity of the Americans, 
the unity of “theentire nation., jnone faririly", 
and the role of the emperor himself as 
peacemaker, architect of the post-war 
Japanese state, and purveyor of progieu. 
The devastation of Hiroshima and Napaaki 
provided an opportunity for the emperor’s 
ad visors to solve their most pressing proUem: 
how to simultaneously save the emperor- 
system and end the war. The bombinp 
allowed them to begin reshaping the image 
of the emperor as an advocate of peace and 
hit subjects’ welfare, without addressing hit 
personal responsibility. The imperial Rescript 
tied the atomic bombings to the decision to 
end the war, now that “the enemy has begun 
to employ a new and most cruel bomb, the 
power of which to do damage it Indeed 
incalculable, taking the toll of many innocent 
lives." Like the American official story, the 
Japaneseonc emphasised theawesomepowa 
of the bombs and their unparalleled nught. 

The rescript brilliantlyanticipated and pre¬ 
empted charges of war crimes by claimiiig 
that the technologically superior US had 
engaged in larga atrocities than anythii^ 
Japan could nuista. The emperor suggested 
this when be told the Japanese peofrie that 
ftirtha resistance in the face of the momic 
bomb could bring not only the “oMitcration 
of the Japanese nation, but also...the total 
extinction of human civilisation”. The 
emperor also used the occasion to exhort his 
subjects to “work with resolutioii to as ye 
may enhance the innate glory of the Imperial 
state and keep pace with the progreu of the 
world”, sating the agenda for die ftitute. 

The bomb and the emperor formed a pair. 
The elements of the emperor’s rdudriUtatioii 
in post-war Japan - hit astodation with 
peace, democracy, progreu. tcioice, and a 
residual sense of connic awe - all echo^ 
the concurrent American usociations with 
the atomic bomb. The American and the 
Japanese official tloriea have coUaboraled ^ 
to recast these two ageau of desinirtioo M ' 
peacemaken eva since 1943. 

Nudear debate in the US and Japan over 
the subtequent half centuiy would dinetly 
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or imUrecify engage the praariiee of each 
mtkn'iofneialitoiy.Bothofdietedomlnmc 
namiivei were ei^iihed eariy and both 
quickly came to define the two national 
officially tanctioned 'etiquettes' of bomb 
(Uicoune. In the US, this etiquette required 
depcnonaliHng the victims (the view from 
the mushroom cloud rather than from the 
streets of the cities in flames), recalling 
Americans who died earlier in the war. 
ftamlng the issues of the decision to bomb 
in terms almost exclusively of preventing 
the loss of American life, and suppressing 
Inquiry into the relationship between the use 
of the bombs and subsequent Soviet- 
American conflict. In Japan, 'etiquette' 
requited treating the atomic bombings as 
uniquely traumatising events isolated from 
discussion of Japan's own aggressive 
colonialism and the war responsibility of the 
emperor. Inother words, Americans f^slflcd 
the arithmetic of suffering and loss of 
silencing 'hibakusha' voices, while the 
Japanese silence on the yean of war up to 
IMS preserved the image of a nation of 
innocent victims by ignoring other Asians. 

Nonetheless, despite the efforts of censors 
and other guardians of orthodox patriotism, 
the fabric of these official stories would rip 
and tear over the years. In both countries, 
the cold instrumentality of the official story 
fared badly against a br^ humanist vision. 
Beginning just after the first reports of the 
bomb's use, a number of American critics, 
notably scientists, political activists, and 
religious leaders, and also leading generals 
and politicians, expressed horror at the 
slaughter of civilians in Hiroshima and 
Nagasaki, and queried whether, in battling 
the ruthless Axis powers, Americans had 
COOK to resemble them. The wide readership 
enjoyed by John Hershey, Norman Cousins, 
Rob^ Lifton, John Dower, and many others 
overhalf a century showed that such questions 
and doubts spread far beyond rari fied policy¬ 
making circles. Indeed, it is precisdy this 
unsettling juxupositkm of celebration and 
critique that made so intense the American 
cultural-political battle fought over the 
heritageof the bombon the SOth anniversary, 
particularly in the 1993 debate over the 
eviscerated exhibit on the bombings at the 
Air and Space Museum of the Smithsonian 
Institution. 

For Japanese, if defeat artd occupation 
were bitter, peace nevertheleu held the 
promise of a better life for a nation in ruins. 
The atomic bombings marked the end of a 
conflict (liat had taJeen three million Japanese 
lives. Japan's levelled cities, above all 
Hiroshima and Nagasaki, symbolised the 
great sacrifices dertunded by the wartime 
leaden as well aa the technological achieve¬ 
ments of the democratic foe. Many Japanese 
drew from the bombings the lesson that their 
own society needed to change and thiM post¬ 
war Japan had tobeoome<iemoaraic,pidfut, 
technologically adept, and, above all. 


humane. Japanese writers, artists and critics, 
such as Iri and Toahi Maruki and Kurihara 
Sadako, have repeatedly used the bomb as 
a vehicle for questioning not only Japanese 
colonialism, aggression, and atrocities, but 
also the post-war Japanese political system 
including reantumiem within the US-Japan 
security relationship. 

Remembrance and commemoration of the 
atomic bomb has been an extraordinarily 
politicised subject since iu use in the second 
world war. Tba symbolic world of 
commemoration isby no meansafreemaiket 
of ideas.ThecreationofofIictal stories always 
involves processes of suppression of some 
stories and elevation of others. We 
characterise that process as the creation of 
silences. Historical silences Ukemany forms. 
Outright censorship, insistence on lies, 
misrepresentation of others, refusal to listen, 
and defining a single representative national 
experience while disparaging others as 
marginal or deviant, are all acts of silencing. 
The act of commemoration may be a claim 
to a right to speak or to silence others. Some 
feci compelled to censor themselves. 

Memorials and museum exhibits are 
important sites of silencing and speaking, as 
many scholars have observed recently. (So 
are laws, textbooks, and pronouncements by 
presidents, prime ministers, and other 
national leaders.) Second world war 
memorials elevate cenain pam of the war 
story in both countries, particularly victories 
and the sacrifice of the nation's soldiers, and 
ignore othen, such as the contnbution of 
other nations to the war or the nature and 
number of civilian casualties - including 
those associated with the atomic bombs, in 
Japan, rightist vigilantes threaten violence 
to peace museums that try to speak of Japanese 
waitime aggression or the responsibiliiy of 
the Emperor, as in an exhibit planned for 
Nagasaki in 1996. This is the crudest sense 
in which control over commemoration and 
temem b iancc are acts of power. But siicndng 
and suppression also occur in more subtle 
ways in both countries. 

REMEMBEaiNG THE AsU-PaCTFIT WaE 

Much of llie bomb’s specific cultural 
resonance is with national narratives of the 
war that define patriotism, power, and 
honour; that is, primvily with how Americans 
and Japanese each remember their own 
ward me conduct. In the US. the most sensitive 
aspect of the 1993 «omic debate centred on 
implications that Americans were other than 
kind, generous, decent, and honourable in 
all aspects of the war. The conflid over (he 
Enoia Gay exhibit at the Smithsonian was 
touched off when critics denounced the 
exhibit planners for undermining these 
premises. The Pacific War, culminating in 
the atomic bombings, has moat often bm 
remembered u a victory for American 
dvitUation over Japanese barbarism, unlike 
thepolitical battle againstSuropean foicisis. 


As John Dower observed in War Without 
Mercy, this way of looking at (he conflict 
dates back to waitime propaganda, which 
highlighted the innate treachery and 
inhumanity of the Japanese far more than 
their undemocratic political system or 
colonial oppression. Portraying Japanese as 
vicious and even subhuman is subsidiary 
(but indispensable) to this scenario, which 
emphasis^ the virtues of American culture. 

Since 1943, in Japan, the bomb's victims 
have stood for the wartime suffering of all 
Japanese. Hovrever, this focus is the single 
point of congniencefor several very different 
Japanese positions on issues of war, peace 
and Japan's global role. While Japanese who 
were not at Hiroshima or Nagasaki in August 
1943 readily see themaetvea as pan of the 
‘imagined community’ of victims of the 
atomic bomb, it is for leat common for post¬ 
war Japanese to kJeniify either with their 
forces rampaging across the Asian continent 
01 with the Asian victims of Japanese 
colonialism. One reason why the simple 
human tragedy of the bombed emerges so 
powerfully in Japanese consciousness is that 
it is among the few aspects of the war on 
which all Japanese can agree. 

Japanese nationalists have focused on the 
sufl^ering of the bomb's Japanese victims in 
pan to obscure Japan's aggressive war and 
the predatory character of the empire. In 
their invocotioa, the bombings veil Japanese 
warti me atfodties. The secnad nuyor eliiion 
in theofTicial Japanese ttory tothe reprwtve 
natureof pre-warsoddy itadt When Japan’s 
leaders evaded inquiry into specific 
responsibility far war aimes. they did so by 
displadng blame omo the Japanese people 
as a whole. They too blurred (lie li ne betwm 
military perpetrators and civilian targets at 
Hiroshima and Nagasaki, in order to draw 
aneniion away from similar distinctions in 
other battles. 

The atomic blasts bavenever been an easy 
subject for Japanese nationalists, however 
Emphasis on the immense power of atomic 
weaponry underlines wartime Japan's 
technical inferiority and thus the stupkHty 
of Japan’s leaders in provoking war. Here 
the contrast with Naxi Germany is fraiduL 
Where post-war Gennan leaden could tinply 
distance themselves from the Nazi eta, the 
continued political role of the em pe ro r and 
of many other pre-war offidah preebaded 
such options for Japanew leaded At the 
same time, because Japan was defeated and 
its wartime military elite and cokmtal 
pretensions discrediaed (widi the i m ponant 
e a ceptionofthe emperor), two po w erful and 
eomradictoiy nanativea of the vrar and the 
Jqpaaese waitiine ttMe have been suttaioed 
since 1943: nmioanlltt odebratioo and 
pacifist critique. 

These canitT>vtniiaabawtlwt,ndlierthtn 
dhniniihlng with time, ntemottet nf the war 
and hoeBbiogs lemnte eetaniMihiaiMy vMd 
and political dtviaive omL if 
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anything, tensions within the US, within 
Japan, and between the two nations have 
intensiHed over time. Post-war international 
experiences - the rise and decline of 
American hegemony, Japan's political and 
economic isolation from and later 
reintegration into Asia, along with its rise 
as an economic superpower - have shaped 
subsequent discussion of the bomb, as have 
demands forgicuier racial, ethnic, and gender 
equity in both countries. 

The Bomb as Enforcer of Post-War 
Orthoixixies 

The insistence on American moral purity 
in official commemoration of the bombings 
and the end of the war has had enormous 
domestic as well as international implications. 
Every American president from Truman to 
Ginton has publicly rejected the idea that 
there could be any moral ambiguity, still less 
an obligation to apologise for the killing of 
the civilian populations in the atomic 
bombing of Hiroshima and Nagasaki. This 
certainty is hard to sustain in light of the 
devastation and loss of civilian life caused 
by the two nuclear bombs. Military critics 
of the Smithsonian exhibit on the SOth 
anniversary of the bomb showed their 
awareness of that fact when, mindful of the 
moral weight of a child’s charred lunch box 
set off against the gleaming superfortress 
bomber, they would accept nothing short of 
total victory (however pyrrhic); in the end, 
the lunch inix and other personal artifacts, 
as well a.s any doubts about the necessity of 
dropping the bombs on civilians, were 
censored from the exhibit, leaving only the 
B-29 Enola Gay fuselage. 

The vigilattce of the military critics sprang 
from the fundamental assumption that the 
war represented two national cultures in 
conflict. If American culture won the war 
and safeguards the peace, then criticisms of 
that culture today - or of the memory of 
second world war- arc nor just alarming but 
directly jeopardise national defence. This 
assumption lay behind Iheemotional reaction 
to the Enola Gay exhibit by proponents of 
orthodox patriotism and the extraordinary 
level of vitriol hurledat the exhibit designers. 
Their quest for moral purityhasboth mutated 
into one for cultural and ideological purity 
and turned inward to attack other Americans 
who are perceived as polluters of pristine 
American lite, including racial and religious 
miiMiities, gays, and political dissenters. 

The post-war search for atom-bomb spies 
went public as early as 1948, when the 
House Un-American Activities Committee 
charged the scientists at the Berkeley 
Radiation Laboratory with harboring Soviet 
spies. But the search for disloyal citizens 
fanned across the nation, until at least I3.S 
million Americans underwem investigation 
in the course of applying for jobs. One agent 
working out of Chicago calculated that the 
only place big enough to put all the local 


suspects the FBI planned to arrest in a crisis 
wns the football stadium, Soldien' Field. 
People were in vestigaled as security risks for 
inter-racial friendships and homosexuality 
as well as more overtly political stances, 
such as a history of support for Repubtican 
Spain or protest against nuclear testing. 

That post-war world Was the one created 
by the bomb, not by the waragainst fascism. 
I^ccd. in the era of anti-communist witch 
hunts, adherence to the political ideals of the 
warerahad becomegrounds forinvesti gallon 
as a subversive. Outspoken commitment to 
anti-fascism, anti-colonialism, democratic 
expression, the contributions of a diverse 
citizenry, and internationalism all became 
emblems of subversion, rather than of a 
healthy democracy. In that climate, memories 
of the war against barbaric Japan resonated 
far better with daily life than did those of 
the anti-fascist and anti-imperialist war 
against Germany and Italy. Moreover, that 
memory of the second worldwarasacultural 
war, rather than a Tight between democrats 
and despots, has been far more appealing to 
post-war Japanese nationalists as well. 

The bomb and the threat of future atomic 
warfare has been a source of great anxiety, 
or, as Saito Michio put it in Chao Koran, 
“theghost that haunts Americans”. In contrast 
to the intensely specific and personal quality 
of Japanese discussions of the bomb. 
American discussions of Hiroshima und 
Nagasaki - both celebratory and critical - 
often have been simultaneously anxiety- 
ridden and oddly vague and abstract. That 
abstraction went hand-in-hand with the 
tradition of ignoring the historical Japanese 
men and women who actually experienced 
nuclear warfare. Americans often have 
expressed the effects of the bomb in terms 
such as "man's inhumanity to man”, or 
rcpopulated the landscape of death with 
imaginary American victims. As Norman 
Cousins, an early critic of the bombs, put 
it, the bomb raised “the fear of irrational 
death...filling the mind with primordial 
apprehensions”, effectively removing the 
bomb from historical time altogether. 

Japanese have also deployed memories of 
the bomb to settle post-war political disputes 
at home. In recent years, the atomic tomb 
may have lost some of its symbolic power 
to give credence to the official Japanese 
narrative of wartime and post-war history. 
As Korean-Japanese hibakusha and others 
stake their claims to the story, the subtext 
of racial unity through suffering has 
weakened. Moreover, as Japanese such as 
nobel laureate Oc Kenzaburn andyromic 
book artist Nakazawa Keiji reframe the 
atomic horror as part of the greater horror 
perpetrated by Japan’s military leaders on 
their compatriots and the rest of Asia, the 
tomb wotks less and less well as an emblem 
of a united Japan persecuted by the west. 
Perhaps this is why in the 1980s, the 
government censored from textbooks both 


graphics depictingtheaftornotiiortliptloiiik; 
bombings and references to Japaneid 
aggression in Asia. Finally, in comemponiy 
Japan, perhaps the most technologically 
sophisticated place on earth, the narrative of 
capitulation to overwhelming American 
technologica] might no longercompelsniany 
Japanese. 

Nevertheless, the bomb is adiffkult symbol 
for Japanese critics of theirofficial story loo. 
There has always been a tension between 
those who use the bomb to invoke 
international disarmament and those who 
use it to highlight Japan's own war - 
responsibility. The anti-bomb activists’ 
pacifist vision, because it is addressed to all 
the participants in the second world war 
victor and vanquished alike - transcends the 
issue of responsibility of particular nations, 
societies, or individuals for the war. 
Moreover, Japanese critics of their war have 
also had to negotiate the fact that the atomic 
tombs may have contributed to Japan’s 
surrender, and, if so, liberated them not only 
from war but also from leaders who were 
prepared to sacrifice far too many Japanese 
lives for a doomed cause. 

Silencing History 

Both Americans and Japanese now view 
the bombings through the filters of 30 years 
of history. This includes all the post-war 
interactions between Japanese and 
Americans, some of which pertain directly 
to the bombings thcm.selves. Much of the 
controversy today over the meaning of those, 
acts is over which aspects of subsequent 
history are appropriately recognised and 
which resolutely ignored. For Americans, 
this has meant recurring battles over the 
morality and common sense of American 
foreign policy, while for Japanese, it has 
pivoted on recognition of 20th century 
depredations in Asia and post-war 
subservience to the US. In both countries, 
the experience of the Vietnam War 
engendered new levels of cnticism, which 
washed back in time to suffuse perceptions 
of the bombings. The post-war actions of 
each country affected the debate in the other, 
although often in unintended ways. L&tewise. 
in both nations, changes in race and gender 
relations required citizens of Japan and the 
US alike to look back at the 1940s with a 
new perspective on their own history. Often 
silenced in the process is any critical 
recognition of the historical distance between 
mid-century and cent ury’send in each nation 
Thr slowly emerging story of the many 
times when the US government consideret 
using atomic weapons against othei 
populations, notably during the Korean ant 
Vietnam wars, is an importaitt example o 
suppression of information. If nuclear strike 
had occurred, the planes would almos 
certainly have left from American mililai] 
bases in Japan or Okinawa. Many yean aftei 
retiring as ambassador to Japan, Edwii 
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Rdichaiier revealed that it was itandaid 
procedure then and lince for American 
nuclear-armed tubmarines to enter Japaneae 
and Otcinawan ports, and that the Japanm 
government was awareofthis. Hit revelation 
directly contradicted decades of official 
Japanese government pronouncements. 

The Vietnam war was probably the single 
most important event in reshaping American 
attitudes toward second world war and the 
bomb. That cosily conflict undermined 
American moral certainty and cast doubt on 
the judgment of American military leaders, 
while eroding American economic and 
military power and credibility. Then, as in 
1945 and 1995, the bomb was invoked to 
reassert American superiority. The emphasis 
on the ‘Good War’ in the US over the last 
25 years was in part an attempt to erase 
political disunity about Vietnam from 
national memory. President George Bush 
admitted as much in 1990whenheproclaimed 
that the Persian Gulf war would “not be 
another Vietnam War", a reference not to 
the destructiveness of the war but to the 
speed with which he guaranteed victory. 
\^n the pilot of the Enola gay trailed off 
at the epd of his 1995 wish that “If people 
' could sec the attitude we had, the great sense 
of patriotism, the sincerity of our beliefs..." 
he was acknowledging the cultural distance 
between his generating and younger people 
influenced by the Vietnam war and the 
Watergate scandal. 

The Vietnam war also deeply affected 
Japanese thinking about second world war 
and the atomic bombings. Although Japan 
and Okinawa provided major staging areas 
for the American military, the war had little 
support among the Japanese population, 
many of whom saw it both as an example 
of American racism and of Japanese 
willingness todevastatc another Asian nation, 
yet again. Doshisha professor, Asada Sadao’s 
research shows that Anterican conduct in the 
Vietnam war disposed many more Japanese 
to assume that racism was a nuijor factor in 
the decision to drop the bomte 20 years 
I earlier. The Vietnam war helped to polarise 
focused on the casual brutality of the 
Americans or the calculated submissiveness 
of the Japanese government. 

The architecture of commemoration 
provided another example of intertwined 
war memories. The Vi^am memorial in 
Washington, DC - and tJie controversy over 
buiidingit - inspired theOkinawa memorial, 
erected in 1995 by the prefectural 
government. The bullets of the Okinawa 
memorial drew on the exampleof America's 
Vietnam Memorial but extended the theme 
of commemoration one step faither by listing 
the names of all combatants who dM there 
on both sides of the struggle. The city of 
Naha, aco-sponsor of the memorial. Invited 
US veterans groups to put up a plaque but 
rejected their initial proposal because they 
thtHight it glorifled the war. The Okinawan 


commemontioo of the war dead explicitly 
R^ectednathmalism by expiesiing reverence 
for the hunum carnage of war on all sides. 
It it hard to imagine such a government- 
sponsored monument eitJier in the US or 
anywhere else in Japan. The Okinawan 
monument both undercuts American and 
Japanese nationalist comroeroorationsof that 
battle and stakes out a space for an 
independent Okinawan consciousness, a 
position that was strengthened by the protest 
in 1995 and 1996 against the US military 
bases following the rape of 12-year-old 
Okinawan girl by three GIs. Like the 
monument to Korean hibakusha in 
Hiroshima, the Okinawa memorial offers a 
critique of contemporary Japanese politics 
and the marginalia^ place of minorities in 
Japan today. 

Critics of Japanese militarism and 
colonialism also have sometimes drawn 
inspiration from post-war American re- 
evaluations of their own wartime practices, 
particulaiiy over the complex issue of apology 
and restitution. For example, the Bush 
administration's apology and financial 
restitution to Japanese-Ameikans who had 
been interned during the war encouraged 
Koreans and Chinese who had been forced 
to labour as soldiers, guards, miners, factory 
workers or sexual slaves to demand 
reparations and an apology frott) the J apanese 
government for its wartime actions. The 
official American recognition of its own 
injustice toward its citizens, and its 
willingness to provide financial restitution, 
undercut official Japanese assertions that all 
the major combatants behaved alike during 
the second world war and ha ve justified their 
behaviour in the same ways ever since. 

The two governments have also used each 
other's post-war pronouncements about the 
second world warasexcuscs toavoid deali ng 
with their own level of war responsibility. 
For example, Japanese leaden debated a 
resolution to apologise for the war in 1995. 
This stalled in the Diet in part because of 
official US reiteration of the value of the 
bombings and refusal to consider any form 
of apology. In turn, the Diet's failure to pa.ss 
the resolution sdflened A mencan antagonism 
toward Japan, rekindling discussion of Pearl 
Haibcor and Bataan. 

History has been silenced in other ways 
as well. In both Japan and the US, orthodox 
patriots along with the citizenry generally 
have become sensitive to criticisms that 
would not have disturbed their counleipaits 
in 1945. While most Americans preferred 
a Jim Crow army and supported interning 
all Japanese-Americaiu on the West Coast 
in the 1940s, racial integration of the military 
subsequently became widely accepted. 
Critics of tJie Enola Gay exhibit demanded 
deletion of all references to segregated 
piacticea and internment camps in thexeoond 
world war. They feared that the cfloiu of 
(white) American fighting forcea would be 


devalued by attention to those policiet. 
Suppressing discussion of institutionalised 
racism of the 1940s and earlier is a response 
to sensibilities that developed slowly over 
the post-war era, not to attitudes of tire war 
years themselves. 

Similarly, the existence of the ‘comfort 
women’ was not only common knowledge 
among millions of Japanese soldiers but was 
not kept secret from civilians either. The 
desperate lives of these women did not seem 
so exceptional to wartime Japanese. After 
all. the comfort women were only one step 
more miserable than the Japanese daughters 
who were indentured to brothels by their 
impoverished fathers. After the war, the 
former sexual slaves were stigmatised in 
their own countries as well as in Japan. The 
cruelty of their exploiters was ignored and 
the survivors faced decades of contempt, 
isolation, and poverty. Only after feminists 
in Japan and Asia reconceptualised these 
attitudes as oppression of women and 
criticised contemporary activities such as 
sex tourism in Asia, could the comfort women 
issue explode into public consciousness in 
Japan and internationally. This recent shift 
in acceptable social practice explains why 
tJie Japanese government in (lie 1990$ tried 
to deny the role its officials played in 
procunng comfort women during the war or 
to pay reparations directly while 
simultaneously encouraging private groups 
to raise funds that might be considered 
unofficial recompense. 

Finally, bomb 'etiquette' suppresses the 
emotional distance that many Americans 
have travelled since August 1945. Faul 
Fussell has spoken for many veterans in 
insisting that only those who fought can 
appreciate the ne^ to drop the bombs and 
they alone are entitled to assess die validiiy 
of the decision. But his argument also silences 
those veterans who ha ve moved beyond their 
original reactions to ihe bomb. David 
Joravsky and Howard Zinn Juve eadi toM 
similar stories of evolving altitudes, 
beginning with the emotion characterised by 
Fussell as “thank God for the atomic bomb". 
Like Fussell. both Joravsky. on a troop train 
in FraiK'e, and Zinn, on furlough ba w e en 
assignments in the European and Pacific 
theatres, thought of the bomb first as 
ddi veranre fromdango. But. unlikeFiineB, 
both later began to reflect on the ethics of 
the atomic era. For Joravsky and Zinn. as 
for many other Americans, veienns and 
civilians alike, the shock of reading John 
Hersey's understated portraits of individual 
hibakusha ted diem toward a lifetime of 
sustained inquiry into the issues of morality, 
patriotism and the bomb. That chain of 
thought baaed on empathy and imaginaiioa 
is the target of many defenders of the 
bombings, who aucmpi to break it rejecting 
empathy as unscientiric, by sirtntitutiiig 
alteniaie imaginary scenarios in whichboraba 
fall on America, or by insisthig tint die 


Boonomk and PoUdcal Weekly August 9, 1997 


2013 



Japanese wete beyond the pale of human 
sympathy. The argument that any conduct 
is justifiable to secure American military 
victory thus silence all reflection based on 
the SO-year experience of living with the 
bomb. 

Silencing Hibxkusha 

Perhaps the ultimate act of silencing has 
been and continues lo be the silencing of the 
voices of hibakushaihemsci vcs. This occurs 
in many forms, a few voluntary, most not. 
US censorship and disinformation in the 
early post-surrender years included a 
concerted effort lo minimise information 
about the human effects of the bomb in 
Japan. Japane.se authorities also censored 
information about the atomic bombings, 
probably because it reflected badly on its 
ability and commitment to protect the people. 
For example, film footage shot in 1943 by 
a Japanese crew was censored by the 
occupation forces, by the post-occupation 
US government, by a Japanese film company. 
and by the Japanese goveniment, and was 
not released until 1968 in the US and 1970 
in Japan. American and Japanese authorities, 
then, each for different reasons, hid from 
view the great toll of human lives exacted 
by the bombs and Che physical suffering of 
the survivors. 

Hibakusha tbemsclves often kept silent, 
for reasoas that reflected relations of power 
locally, nationally, and globally. Such 
relationships of power profoundly affected 
the context in which hibakusha could speak 
of their experiences. Some cho.se to remain 
.silent. Some hibakusha refused to permit US 
scientists to use their personal pain as 'data' 
for political or scientific purposes unrelated 
to treatment of theirwounds. KuriharaSadako 
expressed this attitude m vivid language 
when she compared the scientists of the US 
Atomic Bonib Casualty Commission to 
“vultures, [who] carried off the corpses". 
For survivors like herself, silenee was rebuke 
Many other hibakusha have hidden their 
cxpcrierice in the face of prejudice. Korean, 
Korcan-Japanese. and US Nisei hibakusha 
still struggle withdiscrimination,even among 
hibaku.sha. 

It is in this context that we must look at 
the acts of censorship and commemoration 
that continue to shape our memories of (he 
two bombs that fell in Hiroshima and 
Nagasaki, ft the next 30 years are anything 
like the last, neither Japane.se nor American 
auemptsto ignore or minimise the hibakusha 
experience are likely to be fully successful. 
Such efforts have not been able to lay to rest 
the ghosts that have continued to haunt both 
peoples. 

The stories ofi ndi vidual hibakusha ate too 
powerful and loo complex lo be denied. 
They command attention. Simple things, 
such as a pocket watch stopped at 8; IS or 
the story of one person, whose family - 
describe and named - was destroyed in an 


instant, disnipt the official storie*. In thdr 
hunaanity and their pain they reach beyond 
narratives of necessity and high politks. 
Each story is so perst^, even tbriugh the 
general outlines of mass death are chillingly 
familiar. Each is such a private bell within 
the general one: a story of a child who 
disappeared without a trace, another of a 
brothu who seemed fine for a while, only 
lo die later, another whose loved ones lingered 
I n agony for months, others who wished they 
too had died. The stories - of pain, of tragedy 


but also of small kindnesiei by sttangen 
and. most of all, of the imtionality in one 
person’s survival when so many neeiby did 
riot - are both deeply personal and oddly 
uniform. These stories, in their evocation of 
pain, fear, and loss, bring the listener back, 
not to be moments when the bombs left the 
plane or even when they exploded above the 
doomed cities, but to the long years rinoe 
then, years spent in private mourning and 
ill-health, stretching into five decades of 
living with the bomb. 
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iUd of the Road for the UF 


formal alliance between sections of the United Front and the 
mgress is now very much in the offing and fundamental economic 
d social interests and conflicts are sought to be contained under 
msy political power-sharing arrangements. Lacking in poiitical 
thority, a Congress-UF government will be based on shady deals 
d abuse of the administrative apparatus for personal and party 
litical ends. 


j rickety political arrangement passing 
a coalition government in New Delhi for 
last year has been odd enough. But the 
fting of Deve Gowda and the installation 
I K Gujrai, masterminded by the 
wmment’ s principal prop, Sitaram Kesri, 
made it altogethtf grotesque. By taking 
the anti-corruption flag in his politically 
ble hands Gujrai has made matters worse, 
tasimha Rao, it may not he amiss to rccal I, 
I launched the anti-corruption crusade 
en his term as prime minister was ending, 
nted by accusationsofcorruption himself, 
was a desperate bid for a second term. 

. the ploy failed. Gujrai ’$ ‘crusade* against 
luplion is not proving effective either. It 
already precipitated a split in his party, 
Janata Dal, widened fissures in the UF 
made his position as the head of the 
eminent uncertain and untenable. More 
lificantly, the ami-comiption tirade is 
ig conducted more and more cynically 
iciipse ideological commitments and 
icy issues. For the left parties to have 
m under the spell of the anti-corruption 
ipaign in disregard of larger issues of 
IS concern is, therefore, disconcerting. 

. formal alliance of the UF with the 
igress is now very much in the offing. 

has necessarily strengthened the 
ression that fundameraal economic and 
al conflicts are being attempted to be 
tained under flimsy political power¬ 
ing arrangements. Gujrai is, therefore, 
ving hot and cold on corruption even as 
admits that he is helpless in curing the 
y of this malady. But side by side he 
“ying to lake decisions in a hurry on 
iHtam matters on populist conskferations. 
'hile, therefore, the government is still 
ering on a petro prices hike because of 
ssible imm^aie adverse impact on the 
e line, it has not hesitated to raise 
itantially the minimum support prices 
foodgrains and other agricultural 
modilies which is bound to influence a 
n the general price level even if somewhat 
e gently and with a delayed effect. The 
slon to waive the outstanding Rs 8,500 
t advance to the Punjab government 
inti-terrorist operations is a decision 
slated to fetch personal-populist gaiiu 


for Gujrai. But how and when the decision 
will be implemented is a moot point. The 
assurance given at the conference on 
infrastructure about opening credit lines for 
businessmen without due scrutiny which 
will add enormously to non-performing assets 
of banks does not seem to have bothered him 
or the finance ministry too much. The most 
outstanding in this genre of decisions, 
however, is on the Pay Commission's 
recommendations which, together with other 
give-aways announced in the budget and 
subsequently, mock at the commitment to 
bring down the revenue and fiscal deficits. 

The recommendations of the Fifth Pay 
Commission and the manner in which they 
are being implemented deserve to be closely 
examined. The recommendations are 
designed essentially to subserve the 
administrative ethos of the so-called 
‘reforms'. Official policy geared to hi-tech 
and foreign-financed economic growth is 
guided by minimal social obligalions. A 
reduction of gainful employment for the 
working people in the public and private 
sectors, including the administration, is high 
on its priorities. The progress in this diiectioo, 
though considerable, has, however, been 
slow and fitful. This is widely bemoaned and 
attributed to the intervention of trade unions 
to protect theinterests of workers, especially 
white-collar vrarkers, in particular those in 
government employment and in banking, 
insurance, etc. The Pay Commission 
recommended ‘bold’ measures to streamline 
the administrative set-up in accordance with 
the reform prescriptions. But the government 
has been unwilling to accept the reform 
logic in iis response to the Pay Commission's 
report. On the contrary, it has aggravated the 
position with its decision to improve upon 
the recommended hike in salaries and p^s 
for those in government employment, 
especially in the top echelons, and skirted 
th^ recommendations which would result 
in ‘downsizing the govemmem' making it 
more ‘cfricietM'.Withthe'moralandpolitical 
authority of politicians in power eroding, 
bureaucrats close to the political power 
structure have assumed special powers 
in policy-making and administration. 
Specialists from outside the administrative 


cadres have been further downgraded in the 
administrative hierarchy. In this process, the 
quality of decision-making has suffered and 
is bound to worsen. This stitte of affairs has 
tended increasingly to be taken advantage 
of by politicians and senior bureaucrats 
working in tandem and increased enormously 
the scope for influence peddlers to flourish. 

Foreign interests, economic and politicd- 
strategic, too have moved with alacrity to 
take advantage of the political srpiabbles 
rocking a weak and vulnerable government. 
The US is leading the group of developed 
countries in this campaign. The sanctions 
announced against what are called dual 
purpose technologies in the sensitive nuclear 
and electronics areas are noteworthy in this 
context. The iniquitous dispute settlemem 
machinery of the World Trade Organisation 
has also bMn acti va ted on the li fting of quan¬ 
titative restrictions on imports and compli¬ 
ance with patent righu. The government, 
lacking in political authority and security, 
should be expected to submit meekly aixl 
fall in line on these and related issues. The 
announcement by Gujrai in favour of what 
is euphemistically called an ‘open sky’ for 
civil aviation when on a visit abroad gave 
justaninklingofthistendency. Thehandling 
of the negotiations on quanti tati ve leauictions 
on imports has been remarkably inept. 

The Indian proposal for a nine-year phase 
out schedule for quantitative restrictions 
which involve as many as 3,000 items was 
summarily rejected by the dev eloped coun¬ 
tries which are demanding a two-year phax 
out. Whatever compromise may be arrived 
at under the WTO auspices on these issues 
- the government has already climbed down 
to a five-six years phase out - the protection 
for agriculture on which 70 per cent of the 
working people subsist and food security 
with its vast human and straiegicimplications 
are already in jeopardy. While seeking a 
compromise on the period of phase out of 
import restrictions, bilateral negotiations on 
thi^ issues have been entered into. The de¬ 
veloped countries are bound to take advasMage 
of this to front-load commodities of their 
interest for lifting import restrictions. The 
question of a reciprocal arrai^ement for 
expurs, including textiles.has not even been 
raised. On the patents question, the position 
is equally bad, if not worse. The US has 
managed to secure from the dispute settlement 
panel of WTO, which is heavily loaded to 
favour the developed countries, its case 
against India for not fulfilling its obligations 
on trade-related imetiecnial property rights. 

Parliament has so far rajected the biUs to 
legitimiteintellectual propeny rightsclaimed 
by thedevelopedcounines. Ilie government 
is now under intense pressure to side-step 
parliamem to give foreign drug producers 
exclusive marketing rights in In^a which 
will be worse than the gram of even patent 
protection for new drugs with oompulsoty 
licensing for their manufacture and sale at 
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fair price* in India. Moves are also afoot in 
the goveninMnt for early adoption of a law 
granting special rights to foreign plant and 
seed breeders in the Indian market. 

Foreigninvestors.ontheirpail.aieplpying 
a dell cat and mouse game in The Indian 
market. There is a move by international 
credit-rating agencies to further downgrade 
India because of the uncertain political 
conditions. This is obviously intended to 
raise the cost of foreign direct investment as 
well as thatofraisingcapitol abroad. Foreign 
institutional investors have stepped up 
speculative trading on the Indian stock mar¬ 
kets. Capital inflows for speculative pnirposes 
which are currently the main factor boo.sting 
the prices of stocks and shares may be add¬ 
ing to exchange reserves, but this does not 
indicate the strength of the Indian economy 
but actually exposes its vulnerability. 

Coalition politics as it has developed so 
far and is being practised under the U F 
banner has indeed turned out to be puerile. 
This is because the starting point of putting 
together the disparate political parties to 

KERALA 


form the UP government as a powef-sharing 
airangemenl involved repudiation of the 
commiunentsofthe coalition partners to the 
people. The handling of the split in the 
Janata Dal and its aftermath has further 
exposed the pretensions of the coalition 
partners. The anti-corruption platform of the 
UF parties and their supporters has visibly 
cracked and stands expo^ as a hoax. The 
left patties are likely shortly to be thrown 
out of the power-sharing arrangement and 
a Congress-UF alliance is all set to form the 
government, though it will have no political 
authority. It is bound to be a combination 
based on shady deals and abuse of the 
administrative apparatus for increasingly base 
personal and political ends. The need is for 
comecti vesof a wide-ranging nature in policy¬ 
making and the character and style of 
governance. That can happen only through 
direct popular intervention and exercise of 
their democratic rights by the people. This 
has become necessary after a year of the 
experiment with the UF arrangement and 
the functioning of its govemmem. 


Adivasis: Protesting Land Alienation 

C K Viswanatb 


The Kerala Scheduled Tribe Amendment Bill, 1996 which is awaiting 
the governor’s nod, virtually legalises all land transfers from tribals 
to non-tribals. 


THE Kerala ST Amendment Bill, 1996 was 
passed unanimously by both fronts of Kerala 
including the Left Democratic Front (LDF) 
and United Democratic Front (UDF), 
ignoring all the protests by the adi vasi people 
and other pro-^ivasi organisations against 
this infamous amendment bill. The Kerala 
ST Amendment Bill, 1996 includes provi¬ 
sions for amending the Kerala Schooled 
Tribes (Restriction on Transfer of Lands) 
and Restoration of Alienated Lands Act, 
1975 which too had been passed unanimously 
by the UDF ministry led by late C Achutha- 
menon. This amendment bill of 1996 awaits 
the assent of the governor and the president. 

The Kerala State Amendment Bill of 1975, 
declared that all transactions of the adivasi 
lands during the period of 1962-82 had 
become invalid and the laixls should be 
given back to the original owners. All the 
land transfers from the adivasis to the non- 
adi vasis were restricted from 1982 on ward.s. 
The Act of 1975 was included in the Ninth 
Schedule, so that the law should not be 
challenged in the court. The operation of this 
act came into existence only in 1986 with 
retrospective effect from January I, 1982. 
Any transactions during this period, needed 
the prior consent of government authorities. 
One of the important provisions of this bill 


was that adivasis should have the necessary 
records to prove their prior ownership. But, 
adivasi people were totally ignorant of all 
these legal procedures and also they had 
been on these lands since time immemorial, 
and had never possessed any records. The 
present Kerala ST Amendment Bill, 19% 
declares all the matters concerning the adi vasi 
bill of 1975 null and void. All transactions 
associated with the transfer of adivasi lands 
tothenon-adivasisaren»trictedfrom January 
24, 19%, and 1982 as in the original act of 
1975. When in fact, most adivasi lands had 
already been transferred even before 1982. 
In short, the Kerala ST Amendment Bill, 
1996 has amply underlined the Kerala 
government’s anti-adivasi stand. 

Even though, the Kerala State Tribal Bill 
of 1975, was unanimously passed by the 
ruling and opposition fronts of Kerala, this 
law had not been implemented at all. During 
this period, the proportion of adivasis in the 
population has shrunk considerably.‘^or 
example, in the Attappadi area of Palalckad 
district (a predominantly adivasi area), 
adivasis constituted in I%1 around 63 per 
cent of the population. In 1991, their 
proportion had bMn reduced to 30 per cent. 
This story repeals itself inother adivasi areas 
of Kerala. The politically and economically 


powerful migrant settlers Awn the other 
parts of Kerala, have already changed the 
demographic pattern in adivasi areas. These 
land-grabbing migrant settlers have already 
consolidated their social and economic 
position under the political patronage of the 
mainstream political parties of the state. As 
a result, the adivasis have been completely 
alienated from the social scene of Kerala. 
This marginalisation of adivasi people has 
resulted In often violent confrontations 
between them and non-adivasis in the hill 
areas. 

The late Jawaharlal Nehru had pointed out 
in his book The Tribal People of liulia, 
(1973:3) “We must approach tribal people 
with affection and friendliness and come to 
them as a liberating force, we must let them 
feel that we have come to give not to take 
something away from them... If on the other 
hand, they feel you have come to impose 
your lives upon them or that we go to them 
in order to Uy to change their methods of 
living to take away this land and to encourage 
businessman to exploit them... This is the 
fault of ours, for it only means that our 
approach to the tribal people is wholly wrong. 
The government of India is determined to 
help the tribal people to grow according to 
their own genius and traditions.” Nehru’s 
words do not ring true today. Further in 
the Directive Principles of the Indian 
Constitution, Article 46. says, the economic 
interests of SCs and STs and other weaker 
sections should be promoted; India has also 
ratified the ILO Convention 107 on 
Indigenous and Tribal Populations (1957) 
which includes protection of properties of 
the adivasi people, etc. 

Adivasis have lost their human dignity as 
citizens of India. Their very existence is 
being negated. The 29ih Report of the 
Commissioner of SC and ST points out that 
till 1990,40 per cent ofthe adivasis had been 
displaced from their own habitat. ’This clearly 
illustrates that any development process of 
India, since 1947 has b^ly affected the 
adivasi people of India. In Kerala, the 
Vayanad district of Kerala (which has one 
of the highest adivasi concentrations) has 
now become a tourist spot. These indigenous 
people have already given maximum benefit 
for all the modem citizens of India at the 
cost of their own life. Today, more than 3.25 
lakh adivasi people who phrticipated in 
freedom struggle have lost their huiruui 
dignity as citizens of free India. The nuiin 
demaitds of the adivasi organisations in the 
Kerala state arc that the alienated lands should 
be given to the rightful owners and that the 
amendment bill, 19% be withdrawn. 

A bandh is being organised on August 15, 
under the banner of the various adivasi 
organisations, as a symbolic resistance 
against the inhuman adivasi policies of the 
government. Later, this movement will also 
lead to other actions including the forceful 
occupation of the alienated land. etc. 
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KARNATAKA 

Changing Nature of Caste Conflict 

Udbhur Incident 

Miuaffar Aasadi 


In Udbhur, a village near Bangalore, the dalits are facing a different 
kind of conflict - the oppressors are sections of a scheduled tribe who 
have managed to access benefits from the state, especially those 
related to land, and have become relatively prosperous. This has led 
to violent conflicts over resources in many other areas of the state as 
well. 


DALITS of Kumotaka are increasing facing 
anew crisis - Iheir scheduled tribes brethren 
arc now emerging as primary oppressors in 
many parts of Kamataka.This has shifted the 
domain of rural conflicts - from dominant 
castes-dalits to dalits-ST. Until the 1970s 
rural conflict/contradiction centred around 
, uppercastesontheonehandandthedominant 
castes on the other. The second shift took 
place when dominant castes occupied the 
space left over by the upper castes; leading 
to new forms of contrad id ions between dal its 
and dominant castes The third shift - dalits 
and STs - began towards the end of 1980s, 
hut has remained dormant for a long time 
to emerge occasionally in certain places and 
areas. There are reasons why such sporadic 
conflicts have begun to surface: the STs are 
not evenly or uniformly spread through 
Karnataka; they arc confined to certain 
selected areas such as Mysore, Kodagu, 
Uttara Kannada, Dakshina Kannada, 
Dharwar and Shimoga. In addition, the 
number of land owning groups among the 
STs comprise a minuscule proportion of all 
land holders and the number of so-called 
‘big landlords' is even smaller, confined to 
a few areas; thirdly, the STs arc not a 
homogeneous category unlike the dominant 
castes, they areaculturallyand sociologically 
divided category, the communitarian life 
that they ob.scrve in their respective areas 
divides them vertically and horizontally. 
Fourthly, the contradictions and/or the 
conflicts emerge in those areas where the 
STs have a substantial sway over the land 
and when they constitute numerically a large 
population in their rcspccti ve villages or the 
areas. Finally, the primacy of issues that they 
advanced in their struggles was different 
along with the primacy of contradictions till 
recemly. Most of the time the contradictions 
revolved around 'the state' and its 
functionaries like forest officials, bureaucrats 
and policemen/foiest guards. 

July 8 was a nightmare for the dalits of 
UiMiur, a sleepy village, 14 kms south of 
Mysore, when according to Puttayamma a 


dalit woman, more than 5,000 STs out of 
an population of 8,000 descended on the 
dalit 'kcris' (areas), with thcirsickles, slicks, 
lathis, chains and destroyed whatever they 
could lay their hands on and destroyed almost 
all the 70 houses in this area. TlKy did not 
spare the sheep, the tiles of the roof, they 
looted money and even injured a woman 
who had come there for her confinement. 
They even looted land records kept in the 
houses. No incident of murder was reported 
as the attack took place in broad daylight 
out when menfolk had gone for work to 
different places. This also is a new U'cnd. 
Usually attacks associated with communal 
or caste conflicts lake place at night as it 
gi ves rioters an opportunity of covering their 
identity; secondly, it gives a psychological 
advantage to the rioters to claim the victory 
without becoming a victim i n due cou rse and 
finally, night rioting or auacking is the 
privilege of men asserting male superiority 
both over women and old. The Udbhur 
incident however changed the dimensions 
of conflict: it provided space for both women 
and men to directly or indirectly participate 
in the rioting; it cared less for the timing - 
It opted for daytime for anack than nights: 


and it allowed the rioters to let ifaeirideiitJties 
be known despite the fact that it would have 
counter-productive effect in due course. 

The social structure of Parivara Nayaka 
is different from that of other ST. Originally 
the Parivara Nayaka community belonged 
to the foot soldier category and served under 
various rulers. Later on they settled down 
and created a social, hierarchical and feudal 
structure . They still believe in a form of 
communitarian life, along with diverse 
economic activities based upon clusters of 
villages. To that extent their social structure 
resembles that of jats of western UP, who 
follow what is called ‘bhaichara system’ - 
common ancestral lineage (see Muzaffar 
Assadi, Peasant Movement in Karnataka 

1950- S4. Shipra Publishers, New Delhi; 
Jaspal Singh, Capitalism and Dependence: 
Agrarian Politics in Western Uttar Pradesh, 

1951- 91, Manohar, New Delhi, 1992). In 
this social structure there is no space for 
individual autonomy, nor for opposing the 
decisions of leaders. 

The topdown feudal social struchire gf the 
Parivara Nayakas is one of the reasons for 
the conflicts to surface in Udbhur village. 
The community is using various means to 
retain their control over the dalits: denying 
the dalits an entry into the village temple 
(Narayanaswamy temple), practising 
untouchability in their hotels - ‘separate 
glasses and plates are kept for dalits' - 
preventing dalits from drawing water from 
the village tanks not delivering letters in the 
dalit area, closing the panchayai office for 
the dalits, diverting water taps from the dalit 
areas, blocking the supply of electricity to 
the dalit areas, not allowing dalits' animals 
to drink water or graze in their lands, and so 
on. They have even been resorting to bonded 
labour - at least one case has came to light. 
Further the Nayakas are resorting to ‘chakra- 
thara system' of throwing ash on iheirbodiet 
during village festivals, or the system of 
'tamaic bansuvdu' (beating the drums) to 
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announce tM death, nunirning or nujor 
important issues in and around the villages. 

It appears that in Udbhur village land was 
not the primaiy motive behind the attack, 
as both the communities have uneven 
landholdings with the Nayakas having an 
edge o verdali ts. The biggest landlord among 
the daliu possessed four acres of land, of 
the total landholding of 1,860 acres in the 
whole village. However, one cannot dismiss 
the land linked issues entirely - though both 
produce similarcrops like ragi, jowar, cotton 
and market goods beyond the frontiers of 
village.Thenumberof agricultural labourers 
in the Nayaka community is not a small one 
either compared to daiits. in fact there is no 
sharp competition between the two either to 
capture the market or enter the larger market 
system. Interestingly the feudal social 
structure has allowed the Nayakas to enter 
the market system. Nonetheless, the capacity 
of daiits and the Nayakas to enter and capture 
markets is restricted by the fact that they 
have to compete with others in the urban 
areas, and dso because the amount of 
agricultural produce brought into the market 
is very small compared to that in other 
villages. Both have been the victims of 
exploitation andappropriation by middlemen 
and market forces. In other words, in the 
larger framework of the market system both 
are equally exploited. But this has not made 
them shun differences at the local level and 
thereby challenge the wider exploitative 
relations or the system. 

However, by the sheer fact of numbers the 
Nayaka community is cornering all the land 
related schemes to the relative disadvantage 
of daiits. In addition, there is the issue of 
working in the Nayaka-owned fields - 
decision of daiits to desist from working as 
agricultural labourers in the Nayakas’ lands 
has irritated the latter, although they were 
once equally paid vis-a-vis the Nayaka 
agricultural labourers. The withdrawal has 
not only created scarcity of labour, but has 
inflated the wages for Nayaka labourers, 
leading to dwindling profits of Nayaka 
landlords. 

'The immediate issue that sparked the 
controversy was the installation of a cement 
board in the name of ‘Bharat Ratna Dr 
Ambedkar' by the daiits. The Nayakas were 
apparently uneasy with this as the name 
bcHud appeared to be a defiant gesture by 
the daiits. Further, there was uneasiness 
among the Nayakas that combined with the 
feeling that such defiance, left unpunished 
would challenge the wider feudal framework 
of the Nayaka community elsewhere in 
Mysore district as well as in the neighbour¬ 
ing villages. That is the reason the .board, 
despite the fact that it was placed on the road 
leading to dalit area was targeted. Even an 
Anganawadi which allows larger numbers 
of daiits was not spared. 


However, this is not the first time that 
conflict between daiits and STs in Udbhur 
village has come to the surface. During this 
year in March a dalit who was watching the 
temple festival from a distance in his new 
dress was beaten up. causing some tension 
in Udbhur. The issue was immediately 
suppressed, but it did provide ground for 
future conflict. In between there have been 
occasional beatings of daiits, etc. Earlier too 
Ambedkar’s name had created tension in 
Udbhur village. In 1989, for example, when 
daiits put up a board after inaugurating ‘Dr 
Ambe^ar's Sangh', the Nayakas vandalised 
the board. Since the daiits had no backing 
outside their village area, and the dalit identity 
was in a transformative phase, the issue did 
not receive much publicity. In addition, the 
vandalism was restricted to the board, an 
attack on symbols of dalit identity; this time 
it included men and materials. 

This Udbhur incident is not an isolated one 
in Karnataka. Some time back this conflict 
also spilled over to the political level. Last 
year a minister was forc^ to resign because 
her son was involved in the desecration of 
an Ambedkar statue in Bangalore. This 
particular incident almost engulfed the whole 
of Karnataka. Since the minister belonged 
to the weaker section among the STs, and 
since the daiits were stronger compared to 
the STs at different stnictural levels, the 
minister had to bow down to pressure. For 
the'last two years there has been a spate of 
desecration of Ambedkar's siatue^name 
boards/name. Last year in Bella'ry- 
Hoovinadagali; the latest is in Jawargi in 
Gulbarga district on July 22-23 and even the 
Maharashtra incident has echoed in many 
parts of Karnataka. In one particular case in 
Mysore, last year Ambedkar's photo was 
desecrated with the purpose of checkmating 
a dalit from carrying on his dhaba business 
or hotel. At other times the desecration has 
been done with the main purpose of shifting 
rural conflicts to urban areas; shifting the 
primacy of contradictions; changing the 
domain of castes/class conflicts and finally 
challenging/changing the political coalition 
at different stnictural levels. But these kinds 
of desecrations have always had an important 
positive effect on the daiits and the dalit 
movement; they have helped difTeiefit dalit 
organisations, divided on the basis of 
ideology and programmes, to regroup 
themselves thereby consolidating and 
unifying dalit consciousness in Karnataka. 
This has intensified anti-feudal struggles in 
recent years. It is difficult to say if this ^11 
happen now. Will it further sharpen caste 
conflicts in ^^arnataka? Will it shift the 
conflicts in such a way as to help thedominant 
castes? 

[My thanks to Shlvamdlu and K C BaiavAy ot 
University of Myaore, and the people of Udbhur 
village.] 
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Public Health for Private Gain 
Proposal for New Institute 

NHAntia 

The recent proposal by the Johns Hopkins University to set up an 
Asian Institute of Public Health in Kerala, should be subjected to 
thorough scrutiny and debate. 


THE proposal of the Johns Hopkins 
University to establish an Institute of ^blic 
Health for Asia in Kerala on the lines of their 
own School of Public Health raises many 
questions on what is undoubtedly a vital 
aspect of health care for countries like ours. 
It needs careful consideration. 

The greatest achievement in the field of 
public health was demonstrated by our own 
people in the first two decades after 
independence. A few of our own docton 
trained in public health under the Brili.sh, 
together with the help of a large number of 
locally recruited and trained paramedicals, 
were able to eliminate small pox, reduce 
malaria from 100 million to 6S.000 cases by 
196S and control cholera and plague, the 
four major endemic diseases of pre¬ 
independence India, on acountrywide scale. 
This most remarkable demonstration of 
public health in this world which was! 
achieved with limited knowledge and‘ 
technology has failed to be given its due 
acknowledgement. If this indigenous 
experience in public health is re-analysed 
and the lcs.sons, together with the much 
superior presently available knowledge and 
technology utilis^, this could enable us to 
control, if not eradicate, the diseases which 
are re-emerging as well as new ones like 
tuberculosis, typhoid and hepatitis which 
threaten us. 

The post-war scenario of health has been 
increasingly dominated by allopathic 
medicine and that too of the curative type 
with its high profile doctors, hospitals, drugs 
and medical instruments. The 'latcit’ 
imported technology of the west has been 
converted into a commodity and service to 
be sold to those who can afford to purchase 
it in the private sector. This type of health 
cate which now consumes 6 per cent of our 
GDP equivalent to Rs 800 per capita per 
annum is the highest of all ‘need bas«l' 
countries; yet fails to provide even basic 
health or medical care to 8S per cent of our 
population when there is ample evidence is 
available the Health For All can be available 
at half the cost for it is not as to how much 
money that is required but the way it is 
utilis^. The public sector, increasingly 
starved of funds as a result of structural 
adjustment, has to cater for all the preventive 
and promotive as well as provide basic 
curative service to the three quarters of our 


populationthat cannot afford privatecurtsive 
.services, except under duress due to the 
inability of the public sector to meet their 
basic needs. Unfortunately, the trend set by 
the private sectorfor imported hi-tech curative 
medicine and surgery has also permeated the 
public sector, three quarten of which is also 
restricted to the urban areas while 75 percent 
of our population still remains mral; a gross 
maldistribution in allocation of funds, of 
infrastructure as well as the quantity attd 
quality of uwined manpower despite vast 
increase in its production. 

Medical education even in the 106 
government medical colleges, leave aside 
the 40 private ones, is also dominated by the 
same ethos of 'latest' western curative 
medicine. This has relegated the most 
important preventive and promotive aspect 
of public health to the preventive and social 
m^icine (PSM) departments which have 
the lowest rating among ail disciplines. 
Barring exceptions, theoretical and practical 
aspect of such education has little rdevance 
to the actual problems of health of the rural 
poor or even ofthosewholiveinthe adjacent 
urban slums, for this is primarily of a socio¬ 
economic nature which affects thdr nutrition, 
water-supply, sanitation.educaiion, housing 
and environment. Such teaching alsoignores 
the peoples own health culture as well as 
other systems of medicine and health care 
I i kc ay urveda, yoga and homoeopat hy which 
are nevertheless widely utilised by the public. 
The result is that the rngjority of our people 
still continue to suffer from the diseases of 
poverty most of which can be readily 
prevented and controlled at relatively low 
cost. The mystification of medicine has also 
prevented the people from participating and 
taking responsibility for thdr own health to 
d^.considerable extent thru they can. It is 
not surprising that the primary health centres 
which were designed and still cater to the 
75 per cent of our population in rural India, 
are always short of doctors. Barring 
exceptions; those who fill the post are those 
who have failed in the urban situation. With 
a wrong type of education, wrtmg values attd 
wrong motivation they have fiu led to provide 
leadership to this most important segment 
of our luaion's health care system. The PHC 
concept of integrated basic health care 
recommended by the Sokhey and Bhore 
Committees was accepted as the modd for 


post-independence health care by the 
founding fathers of our natioa This to not 
only been relegated to the lowest rung of the 
pre^t health system but hu unfortunately 
been con vetted i nto a aeries of vertical techno- 
iTuuiagerial ‘target'-oriented prog ram mes 
suchasfamily planning. MCH, immunisation 
and for various diseases; all this at the behest 
of ‘interrutional experts’, to be ‘delivered’ 
by a bureaucracy which knows litde about 
h^th and even leu about the probtems of 
the health of our people. 

We must give due credit to the British 
doctors for developing and deroonstratifig 
public health practice in India udliting their 
science and techiwlogy. They could achieve 
this only because they had perforce to live 
in our country to protect thdr expatriates. 
Like Ross and Haffkine they were highly 
practical and observam men confident in 
their search of the unknown to solve the 
problems that confronted them.together with 
a strong desire to serve their own countrymen. 
The achievemeius and advances in public 
health hence requires doctors, teachers and 
researchers with pride, self-confidence and 
determination who can utilise the available 
knowledge and technology while 
simultaneously developmg new ones to serve 
their fellow men; this must be encouraged 
and supported by an equally strong will 
among the political leadmhip. 

The prime position of public health as 
demonstratedin the early post-independence 
period wasundermined by theoverwhelmiitf 
promotion of expetuive and inappropriaie 
western curati ve medicine so eag^y sou^ 
by our medical profession and its andllaty 
hulth industry. Institutions like the Calcutta 
School of PuUic Health and Hygiene were 
starved of funds which were diverted to 
hospital and medical colleges. This hiatus 
in public health training was sought to be 
filled by the institutions of public health of 
the wesi who provided courses for the tra in ing 
of doctors from (heir former cotoniea. This 
was funded by the government of ibeae 
countries or by agencies like WHO. The 
result has been a large number of graduicea 
trained in a western techno-managerial fora 
of public health who now hold poaitioas in 
their own countries. To provide a aembiwee 
of reality to such training intropical medidne 
asalsoin ‘interntoional’ flavour three toidentt 
are given astigfimeius in tropical co — lri re 
for a few months (hiring their trainng. Many 
of the trainees who attend (hew courses are 
socially and odturally didanerd from the 
poor of theirown country. This sophiiticatcd 
westernised approach to educatkm in piMic 
health is bawd on the problems of 
‘developing* countries as perceived by 
western experts who no longer have My bare 
in flte tropical countries re was in the pret 
This type of tnininf has resulted in ftiitfHt 
disorientation of the public health aocne of 
countries like oun as is demMHlnMdhy Are 
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promotion of inappropriate techno- 
m-inagetial tsolutions by the returning trainees 
for problems whose roots lie in the increas¬ 
ingly deteriorating socio-economic condi¬ 
tions in the6.40,000villages and burgeoning 
urban slums. They fail to appreciate that thi.s 
is the result of a form of ‘development’ 
which has also been dictated by the west and 
whose solution docs not lie in vaccines and 
other quiek-fix technological solutions in 
which the> arc trained. The Sokhey, Bhorc 
and ICSS^ICMR reports us also the lessons 
of public health achieved at the grass roots 
level by our doctors and paramediculs 
following independence seem to be totally 
ignored. What is even mote distressing is 
that such a school of public health in the US 
is now proposing to establish an Asian 
institute for public health in Kerala. 

It is to be a non-profit, autonomous institute 
under the governance of an international 
board and staffed by an international body 
of professionals to develop a multi¬ 
disciplinary centre in Asia for training and 
research in public health. It <s to be sited in 
a ISO acre park like campus in the bracing 
climate of Munnar at .S.OOO feet above .sea 
level three hours by road from the airport 
at Kochi where a satellite centre will be 
established for community outreach 
programmes. This institution is to be a five- 
star facility with a residential complex 
including an athletic centre, swimming pool 
and indoor recreational tacililics, play¬ 
grounds for tennis, badminton, cricket and 
football, security and transport services 
including a helipad. 

Towards this end it is propose to raise 
$ 200 million (Rs 700 ctore) from corporate 
bodies, international donor organisations and 
from ‘regional nationals' of which no details 
are provided. The Kerala government has to 
provide the (80 acres of land and spend 
Rs 30 crore for improving the road between 
Kochi and Munnar besides ensuring 
electricity, water and other infrastructure. 

Basic industries in Asia arc exp ;ctcd to 
benefit by tapping this resource for technical 
personnel. “A major partof the learning will 
be in practical working situations in Kerala 
in governmental health systems and 
arrangements wil I be made to assign students 
to all levels of administration where they can 
apply skills and knowledge they learn.” 
According lo them, “Kerala can itself now 
move Co the next stage of making primary 
health care truly community-based by 
extending routine government services to 
new levels of community empowerment. 
The highly educated and responsiblcciiizens 
of Kerala will probably respond well to this 
change. The new systems needed mu.st not 
only empower community leaders but also 
ensure that appropriate care reaches those 
in greatest ne^.” 

It is strange lhat such a US institution 
should want toestablish an instituteuf public 


health in a state that has already achieved 
a status almost equivalent to that in the latter 
at a cost of $ 25 per capita as compared to 
$ 4,000 of the US. To say, the least this is 
highly presumptuous. Ttot the proposed 
institute will help to devise a service 'where 
the people will participate’ shows that either 
they do not know about the unique strides 
being made in Kerala in implementing 
panchayati raj with people's participation or 
is it that they propose to operate a parallel 
programme to that of the state's panchayati 
raj campaign. 

Much more important is to note that this 
proposal emerges from an institution which 
has failed to promote the egalitarian people 
based concept in its own country which 
spends 14.5per cent of its GDP.or over one 
trillion dollan on so-called health (medical) 
care and yetcannoi provideeven basic health 
services to 40 million of its underprivileged 
population. Is it not slr.mge that a country 
and its institutions which have hitherto 
promoted and funded high cost medical 
technology and now seeks to promote the 
private sector in our country (while trying 
to control it in its own) and simultaneously 
seeks to hobble our public sector by enforci ng 
severe ‘cuts’ in llie gui.se of structural 
adjustment via the World Bank and IMF. All 
this while simultaneously providing large 
loans fur population conirul and a series of 
vertical icchno-muriagerial programmes; the 
latest being the most bizarre, c g, DOT for 
tuberculosis and impregnated mosquito net 
for malaria which can achieve little at high 
cost when operated through the Primary 
Health Care (PHC) system which was 
designed to provide an integrated health 
service but which has been undermined by 
the target-oriented vertical programmes 
promoted by them. 

They now seek lo promote public health 
in our country also in a high-profile high cost 
manner, utilising the same approach with 
emphasis on vaccines and biotechnology 
developed in the west hy its multinationals. 
All this after disnirting the health scene of 
our country and denigrating the indigenous 
systems and the holistic health culture and 
practices of our people .so conducive to the 
maintenance of health. Hie use of the health 
services of Kerala for field studies is at best 
a sop, used by such western institutions to 
justify their 'inlernaiional' status. After all, 
this provides ready access to Kerala’s rich 
biodiversity together with the gathering of 
native knowledge which is so eagerly sought 
by the western pharmaceutical industry. 

Such abenign looking offer wiiha p^misc 
of $ 200 million could compromise the 
security of this state and our country. It 
should be noted that the principal author 
of this proposed project was asked by the 
government of India to terminate a similar 
public health project in Punjab for reasons 
of national security many decades ago and 


had to lea ve the Gountiy under a cloud. Such 
a project would tdso infringe on our medical 
sovereignty, as h'as happened In the field of 
curative itKxJicine. It would convert public 
hralih into anotherexpensi ve hi-tech western 
dominated exercise and further distort the 
values of our medical profession. It would 
also encourage the handing over of our public 
health infrastructure with its rinancei to the 
private sector as is being promoted by the 
World Bank for PHCs, rural and district 
hospitals; a bonanza to a sector known for 
its profit motive. It would deliver the coup 
de grace to whatever public health services 
that exist lo serve our pour. Experience also 
reveals that much of such 'aid' will be 
recycled back to the western donors in the 
shape of highly paid ‘experts', and the 
purchase of supplies and equipment from 
their own sources. There ir no reason to | 
believethatthisinstitutewillbe anydifferent. { 
There arc enough experts in the field of | 
public health in Kerala and India who know 
the problems of our people and their health 
and who can devise and operate institutions 
for training and guiding appropriate public 
health i n our country; a type of public health 
which would be far more relevant and cost- 
cffeciivc not only for us but al.so for the 
countries similarly placed in Asia and Africa. | 
This can be achieved at a fraction of the cost I 
if the country can have faith in its own 
people's abilities and their expertise. Most 
i mponantly there already exists i n Kerala an 
institution devoted to public health, the 
Achutha Menon Centre for Health Sciences. 

If suitably reoriented to the public health 
scene of our country this institution could 
provide all the necessary facilities for a 
trainingand research centre for public health 
not only for Kerala but also for India and 
SAARCT countries. Such an Indian institute 
for public health must have its rooks in the 
soil of its own country. 
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Hong Kong: The East Is Red 

Frederic F ClainiHHit 

The final union of Hong Kong and China will shape in a dramatic 
way the world economy of the new century round the comer. 
Remarkably, in this context, the Asia Pacific region’s share of Hong 
Kong’s trades has climbed from 45.3 per cent at the end of the 1970s 
to over 73 per cent at present. _ 


SLOWLY ‘The Britannia’, bathed in its 
dazzling shipboard lights, lashed by the 
monsoon rains slipped out of that most 
exquisite of harbours into the darkness of 
night. Hundreds of millions of viewen the 
world over, not least the peoples of colour, 
witnessed this scintillating spectacle of 
the crumbling of empire. A Belarussian 
cameraman could not contain his un¬ 
adulterated joy: ‘fitis is one of the greatest 
moments in my life, and in China's too. 
With pain and anguish I’ve seen the 
dismemberment of the Soviet Union. At 
least in a subjective way it is a partial 
compensation for the evils that have been 
inflicted onus". ThcjoysofChina's territorial 
integration, alas unfinished, is one that 
reverberated in the minds and souls of most 
save the vestigial scum of empire. 

Unknown to Prince Charles. Madeleine 
Albright, and Chns Patten, the colony‘s final 
and 2Sth governor, a brass band struck up 
one of theclossics of the Cultural Revolution, 
The East Is Red', joined to the voices of 
hundtedsof choristers. Theignominious and 
aborted manipulations of Patten and his state 
department and Pentagon commuters over 
the last two decades hod come to naught. His 
place of abode would henceforth be shifted 
from the pomp and pageantry of the white- 
walled ramparts of government house to his 
congenial h^itat in the corporate boardrooms 
in the city of London. 

In addition to his enduring role as an 
amanuensis of a defunct Tory machine the 
ex-govemor can be expected to cash in on 
the publication of his ‘Memoirs’ anticipated 
to suck in another couple of million. True 
to form, he will pursue, relentlessly, as 
promised, his pontifications on the miseries 
of communist servitude. Never mind the 
sonorous moral platitudes; what matters is 
that the depredations ol British imperialism 
have tun their course: but it will singularly 
remain one of the grimmest occurrences in 
China’s more than 4,000 years of 
uninterrupted recorded history: crimes that 
transcend denunciation. 

HK could not be held... 

China is not India. If Thatcher’s criminal 
Anglo* A metican cabal could ha ve pulled off 
another sordid Mountbatten deal that led in 


the butchery of the subcontinent with 
uncounted millions dead, maimed and 
homeless in their wake, they would have 
done so. They failed not for want of trying. 
If such an outcome had prevailed it would 
no doubt have been heralded by the BBC, 
CNN and the global corporate media as the 
vindication of human rights. The difference 
was that in China th«c were no teg money 
honky-tonky Tammany Hall political hustlers 
of the breed of Mohamed Ali Jirmah. 

It wasfortuitous of course that the imperial 
national butchery coincided with the grand 
celebration of one more decisive stage of 
China’s liberation. A Tory government 
buttressed by an American administration 
hell bent on China's implosion failed 
miserably in its thrust to promote mass 
genocide. Failure to dismember China, 
galvanised so devastalingly in India, is one 
of the striking events of the 20th century; 
it marks a formidable reversal in the fortunes 
of imperialism. 

The genocidists of empire had planted and 
fertilised copiously the seeds of Hindu- 
Muslim fratricide. The attempt to divide and 
split China had failed, notably the splitting 
off of Sinkiang from Chiru pushed by Britain, 
the US and bankrolled by Saudi Arabia. 
The aborted putsch of Tiananmen and its 
ballyhrxi of pro-dcmociacy - a nostrum 
fabricated and juggled by the BBC had been 
nipped in the bud. Margaret Thatcher was 
at the liberation ceremony for reasons that 
I have never discovered. Visibly for her and 
the British delegation it was a jarring 
experience to witness the victory of the wogs. 

Writing in The Wall Street Joumal-v/here 
else? - she moaned that “I would have pre¬ 
ferred that this British Dependent Territory 
should havebeengiven its full independence 
to pursue its destiny". The ex-prime minister 
has always mastered the lingo of the double- 
cross. Whose destiny was she talking about? 
What she had in mind was that the wogs 
should be given their ’freedom’ under 
controlled conditions. Prattling about 
democracy until the very last, Patten had 
never cetoed to shed his crocodile tears 
about ‘democracy' in the colony. 

Obviously the imperial masten feared 
'democracy*. Everyone in HK knew that the 


so-called 'tk ntotad ccootl il uho n t i diaqges’ 
were hogwash to give the a p pe a rance of 
change. What Thatcher, her US masters and 
Patten had in mind was the perpetuadoa of 
colonial rule, with some additional politicai 
trimmings. It backfired because, as one 
member of the new legislative council put 
it: we’re going to roll you out now and we 
don't want delays and unnecessary 
Westminster babble. 

It was obvious that Thatcher was not 
palavering with the Indian Congress Party 
but with a different order of things. In the 
words of this tragic creature continued British 
presence was "simply not an option". They 
made it explicitly clear, she went on. that 
in 1997 they would resume control "by force 
if necessary". The Chinese knew that the 
British game was up; but this was not an 
exclusively Tory show but rather one in 
which the entire apparatus of US diptomacy 
had meddled blatantly as a British official 
lugubriously confessed. 

In that WSJ aiiicle she proclaimed that "I 
am an unashamed defender of the record of 
the British Empire in bringing the rule of 
law (sic) and the prospects of self- 
improvement to millions who would never 
otherwise have known them”. How tezam 
that Thatcher is unaware of the practices 
of an empire drenched in Mood since the 
I6ih century. Is she so abysmally ignotaM 
as she pret^s to be of what tninspited in 
China over the last ISO years and sped- 
iically the Opium War? Let us remind her 
that the 0|uum War and its vast sodal reper¬ 
cussions killed and crippled more than 50 
mn Chinese, a number that surpasses in its 
enormity by a factor of 10 Hitler’s d e at h 
factories. 

Thatcher in her blisslul ignorance has the 
uncanny perception of believing what she 
says but she cannot do so by m a n g l i n g the 
historical record, ‘‘Scratch aToiy and you’ll 
always find a fascist”, thundered Uoyd 
(jcofge, an utterance that has not lost its 
relevance. The entire British nding class 
made a fortune in Hong Kong, and their 
financial presence has tKXyrt been expunged, 
but what should not be obscured is that HK 
c^talists were an unrivalled sourceof iBttnm 
for the party’s coffers. 

Like Patten, Thatcher is not retiring from 
the China stage. The mantlein the war against 
the yellow evil empire will be h a nded to 
others. Interventionitm must be suttaiaed. 
Tt it a good thing", notes this obsetpiknis 
acolyte of US imperialism that "the US is 
taking such a clear interest in HK’s future. 
But Britain too must keep a close eye on 
developments and be prepared to speak up 
if things start going wrong". Albii^ is 
vrillihg to oblige. The US war against Chinn 
she stresses will continue. In her p u ttin g 
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farewell address to Patten and his pals on 
board ‘The Britannia' she pontificated that 
“Hong Kong’s new leadership will 
understand that the new Hong Kong of 
tomorrow must look like [Italics mine] the 
Hong Kong of today and that is a Hong Kong 
that is free, a Hong Kong in which personal 
freedoms exist and will not be squeezed 
out”. Albright ha.s no shonage of channels 
to peddle her bilge. Albright is a big mouth, 
fast-talking, political sniaii-ass who.se trivia 
on ‘human rights' needs no publicity. Has 
Albright forgotten or did she choose to 
conveniently forget the more than 2,50,000 
Indians that were murdered with the 
complicity of the US government in 
Guatemala since the ouster of the Arbenr 
government, to take but one example of the 
US interpretation of the rule of law? Albright 
like Thatcher has a selective memory and 
there are.fcw to contradict her inanities and 
her chronic distortions and certainly not in 
the propaganda ministnes of her official 
media. 

There is a profound sense of fear in the 
British and American caste oligarchy 
regardingChina, and ofeourse there is reason 
for this. True,China’s average income is still 
below $ 700 by World Bank calculations but 
its economy, however measured, is larger 
than that of Russia and India and il is 
outpacing them with growth rates that make 
their economic divide even more awe.some 
with the passing of every day. 

Its population is larger than ail of north 
and south America, the 15 east European 
countries plus Australia, New Zealand and 
Israel put together. To China has now been 
added Hong Kong: the dynamo that never 
stops to rest. Its attributes arc no less stunning. 
Its per capita income is higher than that of 
Canada; it is a memberof the WTO; its GDP 
i$ equivalent to 18 per cent of China's with 
a population of slightly over 6 mn; it is the 
world’s seventh largest trading centre; the 
fifth largest banking centre; the seventh 
largest trading entity: it is the world’s fourth 
largest foreign direct investor; it is China's 
second largest trading partner and engulfs 
almost two-thirds of all external investment 
in China. 

No less primordial is its relationship to the 
Asian region. It is at the nucleus of what was 
and still is the world’s mo.st vibrant region. 
Only a tiny fraction of its overseas 
investments are destined for Europe. What 
is remaikable is that the Asia Pacific region' s 
share of Hong Kong' trades climbed from 
45.3 per cent at the end of the 1970s to over 
73 per cent at present. It is the final union 
of Hong Kong and China that will thus 
reshape i n a dramatic way the world economy 
of the new century that is just around the 
comer. 
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PERSPECTIVES 


Institutioiial Alliance between 
Sociology and Gender Studies 

Story of the Crocodile and Monkey 

Sharmila Regie 

If the alliance between sociology and gender studies is not to settle 
into a ’tiredness' and ‘relation of conveniencepedagogies that 
explicitly interrogate the divisions of public and private, reason and 
emotion, rooted in both, the everyday and history are crucial. Such 
pedagogies can have the kind of subversive impact on the academy 
which the alliance between sociology and women’s studies was 
expected to have had on the structures and processes of the academy. 


MOST sociologists, today, would agree that 
the alliance between sociology and gender 
studies has been mutually beneFicial and 
academically enriching. Yet, the alliance 
between the two at the levels of the 
institutional, curricular and pedagogic tells 
a different story. A story akin to that of the 
crocodile and the monkey of the 
Panchatmtra fame. The crocodile's eyes, 
tired with routine, come to rest upon an 
'active', 'much in news' monkey, perched 
atopa ‘jamun* tree. Befriending the monkey, 
seems to the crocodile, an easy way out of 
tiredness. He promises the monkey ride.s on 
his stable back into the clear waters. The 
monkey is relieved - a stable back and access 
to the wide and deep waters seemed like a 
gotxldcal. Like all alliances, this one too hud 
Its institutional boundaries and the monkey's 
perennially ticking heart and activity began 
to be an irritant to the well established 
institutional structures and processes. ‘Why 
not swallow up the monkey's heart and then 
allow her to ride my back?' the crocodile 
wondered as he sought a solution to the 
irritant. Me asked the monkey to hand over 
her heart to him. but the monkey, well aware 
of the rules of the jungle, feign^ innocence 
and replied ‘I am sorry but I do nut carry 
my heart on me -1 keep it safe in the trunk 
of the jamun tree'. Those of us actively 
engaged in protests and campaigns of the 
women's movement and working in UGC 
sponsored women's studies centres, attached 
to social sciencedepartmenis, learn to mouth 
these lines of the monkey - as we stnjggic, 
<m one hand to avoid ‘ghetioisation' of 
women's studies in the academy and on the 
other hand its professionalisation and esoteric 
academisaliun. 

In the mid-19ii0s, fur many of us studying 
sociology in universities in Mahanushtra. the 
setting up of women's studies cemres and 
cells by sociologists or in departments of 
sociology, had marked our intrtxluction to 
feminist literature and the women's 
movements, thereby opening up possibilities 


of doing politically engaged social science. 
A.s women's studies centres came to be 
established within universities, some 
praciitiuneni preferred ‘a politics of autonomy 
of women's studies', while some of us saw 
the 'recasting of our respective disciplines 
from gender-sensitive perspectives' as our 
immediate polittes. The muchdiscussedtssue 
of integration vs autonomy of women's 
studies, often overlooks the fact that the 
dualism is a false dichotomy [Roseneil 1995). 
As feminist researchers and teachers, working 
in universities, we arc required to move 
ucrrtss the boundaries of our own discipline 
and women's studies since most of us teach, 
both mai'istrcam compulsory courses and 
the relatively autonomous optional courses 
in women's studies. Drawing upon the 
theoretical tools of both, contributions arc 
sought to be made to both - one's discipline 
and to women's studies. No doubt, this 
traversing of boundaries in part, anses out 
of a pragmatism since there arc still not many 
leaching or research positions in women's 
studies. But we cannot overlook the fact that 
many of us choose this location of 'Iwo 
homes' |Rusenetl 1995). or ‘the outsider 
within' [Hill-Collins 1991) or ‘the heart on 
the tree' because as Mancia Wcsikoti 11990) 
has argued, the personal struggle of being 
both an insider and an outsider is not only 
a source of knowledge and insight but also 
a source of self-criticism. 

In many ways the interventions of 
feminists, their critiques of content, method 
and epistemology of mainstream soaology 
arc crucial and analogous to that of Marxism 
in an earlier pcnixl [Poncr 1995). For many 
of us, trained in ‘objective', ‘value-neutral 
sociology', we discovered the radical rwus 
of sociology via Its feminist critiques. As 
Poitcrf 1995)commcms, the founding fathers 
had brought to the discipline a passion and 
commitment which emerged from their 
involvement with the world in which they 
lived. The alliance between the 'tired' 
discipline of .sociology [Deshpandc 1994) 


and women's studies had the potential of 
reviving the passion and engagement. Yet 
by the 1990s the alliance, now consolidated 
into courses on 'women and society' and 
‘sociology of women', has come to be 
characterised by routine and tiredness. This 
paper is a story about all this and more - 
narrated in three seemingly disjunct parts. 

Section I of the story, draws upon the 
growing concern about the ‘crisis in 
sociological research and teaching' fDas 
1993; Munhy 1993; Deshpande 1994; Giri 
1993. Beteille 19%). and then describes and 
locates the 'tiredness' of the dtsapline, 
especially as it is reflected in curricula and 
pedagogies. Section II begins with the entry 
of the monkey from its 'movement’ oriented 
lifeon the tree, onto the back of the crocodile. 
It reviews the alliance, at the level of the 
everyday practices, both insiitutional and 
academic. Section III draws upon the 
experiences of the faculty members and 
students ol the department of stxriology at 
the SNDT Women’s Lniversity. Mumbai. 
Since 1992. there had been concerted efforts 
in this department to o vcrcume ilic ‘tiredness* 
in the life of the crocodile and to transform 
the alliance of convenience between the 
croctdile and the monkey into a meaningful 
relationship 

I 

The Crisis of Tiredness 

1'he sociological community in India has 
been concerned with the 'state of crisis m 
sociological rc.search' in India. Das (1993) 
commenting on this stale hasdrawn attention 
to the fact that the number of students 
registered in doctoral programmes is on the 
incrca.se while ignorance of elemenlary facts 
and concepts is on the increase. Standard 
format PhDs serve as tickets to teadang 
positions and gel published loo. Beteille 
(1996) has highlighted the acute pedagogical 
problems in university departments of 
sociology, especially that of integrating the 
teaching of sociological theory with sociology 
ol India. Several ways of dealing with the 
crisis have been outlined. G B Venkatesh 
Murthy (1993) has argued for training 
workshops for teachers and for putting a slop 
lo the cycle of reciprocity that disjriaces 
academic standards. Gin (1993) argues that 
what we need is a community of discourse 
rather than a few centres of excellence fot 
research. Deshpandc (1994) has underlined 
the ‘collective ineffectiveness' of the 
.wKiological community; its lack of response 
to the pnmarily social issues of the 198Qs; 
secessionism, communalism and casteism. 
The 'tiredness' of the discipline is thus 
csiaNished. 

Reviewing histodoilly, the 'tiredness' of 
sociology in univcrftics and coikges in 
Maharashtra, u is clear that ihe period 
following the formation of the state of 
Maharashtra wa.s marked by what D K 
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Bedekar has referred to as a ‘perverse 
intellectual freeze’in the sphere of ideas and 
thought. The late 1960s and early 1970s 
were marked by intense ptditical activity 
especially among the youth who constituted 
Mil Panthers, Yuvak Kranti Dal. Magowa 
and theSatyashodhak Communist Party .This 
had politically radicalised the ambience of 
college and university campuses. Many of 
these movements had sought to creatively 
explore and revive the radical thought of the 
non-brahman movement in Maharashtra. The 
sociology curriculum rarely makes a 
reference to these movements or to the 
theoretical contributions that emerged during 
this period from the works of Omvedt (1976) 
or Sharad Patil (1982), with the result that 
the inherent ‘brahmanism' of the curriculum 
is not only consolidated, but also ‘normalised’ 
as ‘objective and macro’ sociology. 

The 1980s saw the rise of the new asset- 
rich class of high and middle income urban 
aixl rural households as the most signiricant 
force at work in the political economy of 
Maharashtra. This middle class which 
permeated all sectors of the economy came 
to be perceived as “an efTiciem and avid 
consumer, saver and producer” [Lele 1993). 
The socio-economic scene in Maharashtra 
is marked by a high rate of urbanisation and 
rise in service sector; the service sector 
accounts for46.3 per cent of the stale domestic 
product [Palshikor 1997]. This hasobviously 
seen a rapid mushrooming of colleges 
imparting professional and semi-professional 
degrees. There has been a sharp rise in the 
ttumberof management schoolsbolhinurban 
centres and towns in the sugar belt. The 
emergence of ‘K G to P G’ educational 
empires in Baramati, Pravaranagar, 
Kopargaon are all cases in point. 'This has 
affected considerably the texture of student 
enrolment in the social science depamnents 
in the universities of Pune, Kolhapur and 
Marathwada. The expansion of the service 
sector; thriving on the ideology of 
liberalisation combined with an accelerated 
saffronisation in Maharashtra has had at lea.st 
twomajorconsequencesforbighcreducation 
and the academy. On the one hand, there has 
' been an increasing McDonaldisation [Ritzer 
I9%] of higher education, a process most 
obvious in the curriculum of management 
and computer studies, and less obvious in 
the social sciences, where it is expressed in 
‘vocationalisation’ perceived in termsof ‘pop 
sociology’. Principles of bureaucracy 
combined with those of assembly line and 
scientific management (Ritzer 1996] have 
expanded from fast food restaurants to the 
curricula. On the other hand, the BJP-Shiv 
Sena combine has attempted to appropriate 
the radical non-brahmanicaluadilionofPhule 
and Ambedkar [Pardeshi 1996] while 
persistently launching attacks on critical 
thinking both outside and inside the academy. 

In such a context, practice-oriented critical 
science is required to engage in a search for 
spaces that celebrate difference while 




enhancing the mutual strength of 
marginalised people [Lele I99S]. To begin 
with, the tiredness of the discipline which 
reflects upon and is reflected in the currictila 
and pedagogical practices needs to be 
confionted. 

The regional profile on Teaching of 
Sociology in Western India’ [Dhanagare 
1993] notes that enrolment of students 
offering sociology as a ‘m^or’ or ‘speciali¬ 
sation’ subject Im been on the decline both 
at the undergraduate and postgraduate 
levels. Students have explain^ the decline 
in terms of the failure of the curriculum to 
sustain interest and the poor quality of 
instruction; all of which cannot be separated 
from what they called the ‘inferior market 
value of sociology’ [Dhanagare 1993]. ITie 
decline, however, has been accompanied by 
a steady rise in number of candidates 
registered as ‘external’ students for courses 
in sociology. A degree in sociology comes 
to be view^ as a ‘soft part-time option’ to 
be pursued along with regular full-tinae 
employment. As a result of this peculiar 
enrolment pattern, upcoming colleges both 
in uiban and mofussil areas, receiving partial 
grants do not give priority to sociology, 
introducing it only as a ‘general’ course at 
the undergraduate level. Teachers are 
appointed on a part-time or even on clock- 
hour basis, and most often preference may 
be given to candidates with B Ed degrees, 
since their service can be employed for 
teaching subjects other than sociology at the 
junior college level. With no regular pay- 
scales and the sword of the national and state 
level eligibility tests hanging over their 
heads, teaching and research take a backseat, 
though the enrolment rates at the PhD level 
may suggest otherwise. Several university 
departments in Maharashtra have at present 
more than 40 candidates registered for the 
doctoral degree. Research becomes a part- 
time engagenwnt as national and state level 
tests, patterned on the lines ofthe competitive 
examinations demand attention. 

A review of the sociology syllabi in 
universities in Maharashtra (except the 
revised courses at the sociology departments 
in Bombay and SNDT universities) reveals 
that common to the curriculum at the under¬ 
graduate and postgraduate levels are courses 
derived from three distinct legacies; the 
theoretical legacy of the founding fathers, 
the methodological legacy of quantitative 
techniques and the civic legacy of substan¬ 
tive topics [Baker and Rau 1990]. The courses 
on general sociology, research methodology 
and Indian social institutions or Indian 
social problems that represent these three 
legacies; when represertted in a Venn diagram 
would appear as disjunct circles. 

Reading materials prescribed and 
recommended in the printkl versions of the 
syllabi are most often sidelined for ‘easy to 
use’ watered down ‘kunji’or‘guide’ versions. 
'These kunjis follow a pattern in which 
every concqit is dealt with, first by listing 


a series of definitions followed by charac¬ 
teristics and sometimes ‘application’ of it in 
the Indian context, llte prescribed reading 
materials on concepts and theories are 
largely the mass-marketed, American, self¬ 
consciously race and gender ‘inclusive’ 
textbooks. Both the prescribed and the kuqji 
miss out the historical, spatio-temporal 
specificities in the emergence and career of 
concepts, not to mention the ‘politics’ 
underlying their travel to our academic 
systems and curricula. Readings in courses' 
on Indian society are disproportionately 
indological and brahmanical; the writings 
by and on Phule, Ambedkar, Periyar are 
almost entirely absent, though these writings 
may find a place in optional courses on 
‘weaker sections in Indian society'. This 
leads to a peculiar situation in which the 
‘dalit’ and ‘bahujan’ student does not find 
his/her non-brahmanical everyday lived 
understanding in the curriculum while for 
the convent educated, middle class studem 
the brahmanical rendering of Indian society 
is further enhanced. 

At most of the university departments of 
sociology, ‘English’ isofficiallythelanguagc 
of instruction; while students may be allowed 
to write the examinations in Maralhi. At the 
undergraduate level, sociology istaught both 
in English and Maiaihi. More than 60 per 
cent of the students in the post-graduate 
departments have no comprehension skills 
in English and largely depend on the 
undergraduate textbooks or/and are unable 
to follow the lectures and debates in the 
classroom. A comparative review of the 
reading material available in English and 
Marathi underlines the institutionalised 
inequalities and their reproduction in systems 
of higher education. Regional professional 
bodies such as the Marathi Samajshastra 
Parishad have made strong arguments in 
favourof cultivating sociology in the regional 
language. Yet what we have seen so far are 
mainly attempts at translation of paperback 
textbooks or attempts to make sociology 
‘relevant' by demonstrating sociological 
knowledge to be problem-solving. The more 
nationally and internationally recognised 
sociologists have reacted to this by stressing 
‘academic purity' through an esoteric 
discourse. Both kinds of attempts, one to 
prove sociology as problem-solving and the 
other to imbibe a high culture of sociology 
- are defence mechanisms in which critical 
reasoning and action take a backseat. The 
issue is not simply one of making available 
reading materials in Marathi; but one that 
touches upon the conception of the 
relationship between sociology and history. 
It requires that immediate attention be paid 
towanls establishing a dialogue betvreen 
regional social histories and theoretical 
penpectives in sociology. To conclude, the 
crisis of tiredness is underlined in sociology 
curricula that have little relevance socio- 
politically and personally, and by routiniaed 
pedagogies, the kind that are best described 
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u ‘If it it ‘nietday, it mutt be Social Roles’ 
[Baker and Rau 1990]. 

Since the 1980s, gen^-seiuitive critic^ 
of social sciences have generated critical 
impulses and self-reflexivity. The feminist 
critiques of sociology have destabilised 
mainstream thinking in sociology. 
Publications and courses on ‘women' and 
'gender' have multiplied, and yet very little 
of all this gets Uanslated into our curriculum 
and pedagogical practices. Has the heait 
been swallowed up - making the alliance 
superficial by limiting it to scholarly debates? 
Enter, the monkey and the story moves on 
to the second part. 

11 

The Crocodile, the Moi^y and the 
Heart on theVree 

The late 1970s had seen an expansion of 
the women's movement in India, both in 
terms of the number of action groups and 
the issues taken up by them. In Maharashtra, 
the department of sociology at the SNDT 
Women's University responded by initiating 
courses on ‘women and society'. By the late 
1980s, the UGC guidelines on women's 
studies saw social science departments (such 
as the sociology department at Pune 
University) which had b^ granted women's 
studiesccntres,dcsigncourseson ‘sociology 
of women' as optional courses at the MA 
level. This period was marked by intense 
intellectual and political stimulation, and by 
estabi ishment of i mporiant link ages between 
the theory of knowledge and the struggles 
and strategics of the women's movement. 
Tlicre was an increasing visibility to ‘gender' 
on the agenda of the state and obviously 
.several compulsions and benefits came to be 
attached 10 including ‘women’or ‘feminisin' 
in the curriculum. Sometimes courses on 
‘sociology of women' and ‘women and 
society' had been designed in anticipation 
of the UGC centres that were to be granted: 
and many of us working in women's studies 
centres that had been planted onto 
departments where such courses had already 
been designed and floated, found our fate 
scaled until the next restructuring of 
curriculum, which could be a good decade 
away. We came to realise that in the cunicxi 
of such 'inclusions' of women and ‘pigeon¬ 
holing* of gender perspectives into optional 
courses, only politically engaged feminist 
pedagogies could have a subversive impact 
on the academic and institutional matrices. 

As a feminist and a .sociologist, one 
occupies one or all of the following positions: 
one, the position of a feminist confronting 
patriarchies in stK'iolugy, both at the academic 
and institutional levels; two, the position of 
a third world feminist and .sociologist 
confronting the agendas of western feminism 
and sociology: three, the position of a gender- 
sensitive sociologist located in India, 
interrogating the complexities of caste .class, 
ethnicity and gender. 

In adopting, only the first position, one 
may well go along the popular position of 


feminiit standpoint or femiAist sociology. A 
position derived from the assumption that 
women’slives provide the grounds to criticise 
the claims of dominant knowledge and that 
knowledge from such a standpoint has 
transformative power and a potential to 
provide alternate visions. For many of us, 
who came to interrogate the patriarchies in 
our discipline, we did it out of both personal 
observation and collective experience but 
al so through the writings of western feminiis. 
However occupying the second position 
cautions us atout the limitations of the 
transformative power of feminist standpoint 
sociologies, the kind developed by groups 
such as ‘Sociologists for Women in Society'. 
There is by and large an insensitivity to 
issues of intemalional division of labour and 
feminisms and sociologies other than the 
European and Atlantic. The third position - 
our location as politically engaged third world 
feminists sensitises us to make a realistic 
shift away from celebration of sisterhood to 
a recognition of the historical gender 
constitution of classes, caste, and com¬ 
munities and the caste, class and communal 
constitution of gender. This has posed major 
conceptual and political challenges. Yet the 
courses on ‘sociology of women’ which we 
atecalledupon toteach, remain largely within 
a 'victimology' or ‘inclusion of women' 
framework. These courses begin typically 
with an introduction to the different 
(lerspertives in western femmisl thought and 
then a series of 'women and...' (everything 
ranging from work to violence to role 
conflict). The notion created is that 'they' 
the western feminist scholars have the theory 
and 'we' have (he ‘problems’ of 'status of 
women’. The usual application of theory to 
cmpincal pnibicm is what ensues Uberoi 
(199.^) commenting on this issue has noted 
the divorce between metropolitan theory and 
indigenously generated data that occurs in 
courses on ‘women and society' m India. 
Typically the first .section is an introduction 
to theory and method, and the substantive 
-section reviews the empirical literature on 
women in India. A review of the reading lists 
reveal the absence of mainstreaming into 
.svK'iology, the diver.se and relevant research 
and writings in the area of gender studies 
All this points to the fact that significant 
questions and issues which have been raised 
in the examination of family, kin. household 
and stratification studies by gender studies 
have not been integrated in the sociological 
discourse in a cohesive manner (Patel 199.^]. 

These optional courses in ‘sociology of 
women' nr ‘ women and stK'iety' are a popular 
choice. More than 8.S per cent of the students 
opt for these courses K'causc they view its 
contents as commonscnsical and as an 
expansion of the ‘status of women' units that 
they had studied at the undergraduate level. 
Wc would agree with Betcillc (199()) that 
the use of common sense is most evident in 
papers dealing with India. “Every student 
know.s something about caste, class, family " 
(Bclcillc 1996:23621, and wc would add 


when it comes to 'status of women’, they 
can fill pages afVei pages about the 'miserable 
condition of Indian women (especially rural 
women) in the family and society', Feminiu 
pedagogies, at the oaset, have to confront 
at least two problems - one, the 
‘commonsensical understanding of the 
woman question in India’ and ‘the inherited 
sociological understanding of the question 
based on the prescribed reading materials’ 
and textbooks'. This confrontation becomes 
more complex - as the feminist pedagogue 
IS continuously highlighting the importance 
of lived experience' and this may be 
misconceived as 'commonscnsical'. In our 
classrooms, therefore, we of ten ha ve to make 
a beginning by interrogating ‘lived 
expenenre' and ‘inherited understanding' 
simultaneously. One of the exercises tliat we 
have found useful begins with a listing of 
our ‘sociologically inherited understanding 
of the woman question’. Fur instance, 
Women enjoyed a high place in Indian society 
in aneiuni India, but with advent of Islam, 
women's status became lower (Clast XII, 
prescribed textbook) 

In a modern family, the woman is not ih - 
devotee but equal partner. She can divoice 
her husband (First year senior college, 
prescribed textbook) 

This mbcntance is then juxtaposed with 
students personal expcncnces on the same 
issues: what wc have therefore are the leamt 
and lived expcnenccs of men and women 
of diffcreni castes and communities. Ail this 
isthenjuxiaposed with pa-ssageson the related 
issues from the non-brahman tradition in 
Maharashtra. For instance a reading of the 
divorce notices given in the vernacular ncm- 
hralmian newspapers ol the 192Us by lower 
and middle ca.ste women (quoted in OmvedI 
1973|: extracls of Tarabai Shinde’s Siree 
Furush Tulaiiu (1882) at once reveals the 
project of hindutva (homogemsauon) and 
brahmanism (in name of objectivity) and a 
middle class bias that un.ierlies oui 
curriculum and under-(anding of sutus of 
women. 

Juxtaposing, extracts trom social history 
with lived experiences leads to an 
I nicrrogai ion of the social construction of the 
'self and location in histoncal time and 
space. The exercise is not only cxciung and 
engaging hut is also empowenng as it allows 
the pamcipanu in the ttNirse to find gaps 
and spaces in otherwise structured courses. 
Importantly, ii underlines the importance of 
rctneving the non-hrahman cuiKepiion of 
society: for such a sociology, gender is not 
a new 'add on' category hut a structunliy 
integral one, since to Mule, equality and 
destruction ol caste hierarchy could not be 
achieved without bringing equality lo the 
social groups most oppressed by the system; 
and hi.s first practic^ social reform elTntts 
were for woman and untouchables (Omvetk 
1976) It may thetefore be argued tfutengaged 
pedagogies are crucial to the inlcgrMion of 
gender pcrspcctiv cs in the curriculum. Wlw 
happens (hen when those hostile to the 
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‘subjectivity’ underlining gender perspec¬ 
tives, oreven those who see it as Just another 
eiem^ in the canon, deal with these courses? 
In such cases, does then the mainstreaming 
of gender perspectives mean the loss of their 
radical potential? There is a new urgency to 
these questions since compulsions to include 
courses on women in the curriculum are 
many. The project of mainstreaming cannot 
be given up and replaced by a complete 
autonomy for women's studies. This would 
amount to an abandoning of the project of 
creation of more adequate knowledge. A 
policy decision at the UGC level is required 
in order to make a shift from token inclusion 
of 'women' and ‘feminism’ at orientation 
and refresher courses. Summer institutes 
and orientation courses orienting teachers 
to the integration of gender perspectives in 
the curriculum at the undergraduate and 
postgraduate levels are required. 

Refresher courses in women studies are 
presently being offered at the Tala Institute 
of Social Sciences, Mumbai. However there 
is considerable ambiguity and confusion 
about the ‘status’ granted to these courses. 
College teachers complained that these 
courses were not considered equivalent to 
taking a refresher course in one’s discipline, 
and since aucndance at these courses is I inked 
to promotions and pay-scales they were nut 
willing to take the risk, in several universities, 
courses on gender have been introduced at 
the undergraduate level in the restructured 
sociology curriculum. Many of the college 
teachere complained that teaching these 
courses without any orientation workshops 
to provide guidelines was a difficult task. 
Akshara, A women’s documentation and 
resource centre in Mumbai has been 
conducting orientation workshops with these 
college teachers. As resource persons on this 
project, we had been assigned the orientation 
on the topic ‘ideology of sexuality'. In the 
first round of discussions, it emerged that a 
mqiority among the teachers had dealt with 
this topic in terms of the inherited paradigm 
of ‘social problems'. They had highlighted 
the ‘increasing problem' of prostitution and 
homosexuality. A sizeable number confessed 
that they had just ignored the topic since 
‘sexuality’ was not something that could be 
dealt with in large, mixed, undergraduate 
classrooms. E)uring the orientation work¬ 
shop, ways of introducing the topic in the 
classrooms through passages from regional 
social historical materials .such as magazines 
ded i ca t ed to the ‘scientific study’ of sexuality 
in early 20lh century Maharashtra nr through 
matrimonial advertisements were discussed. 
Through these materials, participants could 
be convinced of how the units on ‘family’ 
work, class and caste were all related to the 
‘ideology of sexuality'. The need for such 
orieniaiiofi workshoiK, focusing on peda¬ 
gogical practices that may be employed in 
sociology of gender classrooms is crucial 
and immediate; since ‘mass marketable’ 
textbooks catering to these newly intro¬ 


duced courses tin women are already 
multiplying. 

If the alliance between sociology and 
gender studies is not to settle into a‘tiredness’ 
and 'relation of convenience', pedagogies 
that explicitly interrogate the divisions of 
public and private, reason and emotion, 
rooted in both the everyday and history are 
crucial. Such pedagogies can have the 
kind of subversive impact on the academy 
which the alliance between sociology and 
women's studies was expected to have had 
on the structures and processes of the 
academy. 

At the department of sociology, at the 
University of Poona. Samwaad, an action 
group committed to gender politics has 
emerged as an offshoot of such pedagogical 
practices. Initially, the group was an extension 
of classroom discussions; but soon began to 
actively take up issues on campus. Following 
series of meetings with women’s groups in 
Pune, the group became active in larger 
campaigns such as the support for Bhanwari 
Devi campaign and the anti-beauty pageant 
campaigns. Classroom learning was 
translated into posters, songs and street-plays. 
Over a period of two years, a campaign 
seeking to reach out to students in mofussil 
areas emerged. This campaign entitled 
‘Nirbhay Bano Abhiyaan’ explicitly 
addressed the issues of economic 
liberalisation, violence and religious 
fundamentalism. The membership of this 
action group may not always fully coincide 
with the group doing the course on ‘sociology 
of women’. As Radhika Chopra (1996) has 
argued, for many students doing such courses, 
the engagement could be ot a reflective kind. 
For some this engagement docs not end with 
the course. What is significant is that there 
is an ‘engagement’ and it is not one of ‘politics 
out there' [Chopra I996]but one that informs 
everyday lives and relationships. The 
emergence of such action groups from the 
classrooms does transform considerably the 
texture of the everyday at university 
departments. (Questions like 'Arc wc into 
academics or activism?', ‘Is this all 
sociology?' are raised at heated faculty 
meetings. While these questions assure us 
that dichotomies are being intenogated and 
boundaries traversed, the institutional 
matrices of examinations, academic bodies 
and UGC policies often prove the contrary. 

There have been endless debates on 
whether women's studies’ person can 
‘technically’ be allowed to teach courses on 
‘sociology of women'. The debates have had 
to be referred to academic councils. The fact 
that the UGC policy on women's studies 
calls for a periodic evaluation of the centre, 
somehow makes these centres s&m 
‘illegitiinatc’, as if theclaim to the university 
must be proved. This oflen makes the alliance 
between sociology and women's studies an 
unequal one. Though on paper, 
interdisciplinary teaching and research have 
been lauded, the strength of the organised 


apparatus to shield separate disciplines has 
.not been undermined (Walient^ 1991], 
I Examinationpapersmaybesetandevaluated 
), by committees-themembersof which, have 
! not the slightest acquaintance .with goider 
' perspectives. (Question papers on these 
, courses are often based on a commonsen- 
‘ sical misunderstanding and misconception 
about the women’s movement and feminism 
in India.) This often means that students 
have to pragmatically switch back to the 
'inherited' commonsensical understanding 
of ‘the status of women'. 

The UGC policy on women’s studies keeps 
fluctuating. While earlier a path of mixed 
development, i e. combining autonomous 
women's studies centres with centres 
integrated with disciplines had been followed, 
a recent U(jC guideline has made ‘autonomy ’ 
a precondition for the continued existence 
of cenues. The logic being that such centres 
would be truly interdisciplinary and would 
be able to intervene across different 
departments and disciplines. For many of us, 
pursuing a politics of integration, this has 
meant a premature calling off of the alliance. 
For the monkey there is no crucodile's back 
to ride on - no access to deep waters. It could 
mean wearing one's heart on oneself but 
having only a ‘ghetto* to express it in.'For 
the crocodile, the monkey moves away, 
leaving the radical potenti^ of ‘integration 
of gentler perspectives’ prematurely 
thwarted. 

HI 

Transfomiing the Alliance 

From Convenienct; to Relevance 

This last part of the story is about the 
restructuring of the curriculum, examination 
and evaluation practices at the department 
of sociology at the SNDT Women's 
University, Mumbai. This project which 
stretched over a period of Five years, came 
to be viewed as a model by many of us in 
western India. The restructuring of the 
curriculum was informed by a perspective 
that seeks to link knowledge systems and 
.societal Uansformalions. The focus thus was 
on training the student to interrogate power 
and the hierarchies in society. 'The course on 
‘gender and society’ was conceived as a 
pivot, since it was a major site for the 
exploration of one’s own location and 
engagement in power and hierarchy. 
Designed as a seminar course, it was meant 
to be training in developing a gender 
perspective which was to be integrated in 
the reading of other courses. A radical 
restructuring of courses and established 
institutional practices had required intense 
lobbying with the members of the board of 
studies, experts and committees. Sujata 
Patel who initiated this project in >991 and 
carried it through for over nve years, 
commenu that the restructuring has been 
possible mainly due to an overall respect 
for authority at SNDT and absence of 
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ftctional poltlict it the higher levdt In the 
onivcnity. 

That there had alwayi been an agenda for 
women at SNDT made the inlrodu^on and 
Integration of gender perspectives a 
relatively simpler task. R^ing material in 
English, Marathi and Oiyarati were collaied, 
and courses on English reading and com* 
prehension were designed and implemented 
for Gttjarati and Marathi medium students. 
These courses were based on sociological 
texts and received a good response. The 
crucial base of the entire project of restruc¬ 
turing had been the reform in theexamination 
pattern. The evaluation was to be depart¬ 
mental and the methods designed were mote 
participative, fluid and student-friendly. 
Pedag(^ietweteengaged,combiningreading 
courses, seminars and discussion forms. All 
these changes were introduced in phases; 
first only at the main campus and not at the 
two centres located in mofuuil areas. TWo 
yean later and after series of conflicts in 
the academic council, the backlash to the 
restructuring project came under the guise 
of a plea for uniformisation and stan¬ 
dardisation of courses at all postgraduate 
centres. A viable solution to this was worked 
out and after considenblelobbying, the board 
of studies agreed that there would be a 
standardisation of two compulsory counes 
but each centre could select in keeping with 
its thrust areas, any six optional courses from 
all those listed. Just when it seemed like, 
standardisation had been taken care of, the 
'anti-restructuring' lobby struck back, 
convinced the academic council that 
examination pattern had to be standardised 
and thus called for a 100 per cent external 
evaluation system. Such an attack on the 
very base of the new curriculum serves not 
only to gel rid of its radical potential but also 
nutks a backtracking for those involved in 
the process of restructuring in particular and 
democratisation of academics in general. 

Students of the first batch of the restructured 
curriculum see the combination of engaged 
pedagogies and a democratised learning 
process as been crucial in ‘leaching them to 
think sociologically’. Students doing 
sociology in the Gujarati and Marathi medium 
commented that the reading of materials 
from regionai sources combined with their 
enhanced English reading and com¬ 
prehension skills had transformed their very 
conception of their postgraduate degree in 
sociology. Typically the postgraduat e de g ree 
in sociology is viewed as a stop-gap 
arrangement to marriage; but a majority from 
this batch taw themselves picking up jobi 
in MGOs and research units. In the MIowing 
batdws, student enrolment in sociology saw 
anlncrease. Yet those whoimtiated the project 
conclude that aftcrlhebacklaA of thedecirion 
of the academic council, it appears as if the 
whole pniiect was a little naive: that such 
a lestructuralion wu not poiaible without a 
serioua realructuring of universities as 
institutions. 


The acadendc eouncili, the faculties, the 
board of itudlet and boards of university 
teaching overlap and often papen keep 
moving. Aathebodies meet rarely the matten 
ate kept pending for months and years. The 
new Maharashtra Univenities Act of 1993 
has nothing for this archaic management of 
academia - rather the number of statutory 
bodia and commitiea have increased and 
the act stipulates that they need not meet 
more than four times a year. The act makes 
no provisions forthreeissuarequiringurgent 
attention: the sepansion of academia from 
the government of the day, administrative 
restructuring and laming of profit driven 
private collega [Deabptmde 1993], Though 
right legislation cannot set right the 
'triednas', nevertheless it is crucial to 
projects that seek to eventually transform, 
through the transformation of their 
curriculum, the universitia themselva. As 
feminist sociologisu, this means once again 
reclaiming the university as a site for our 
activism. As Wallerstein (1997) hks 
commented, "We have spent the last 2(X> 
years trying to reunite the search for truth 
and the search for goodnas. Social science 
as it came to be atablished in the 19th 
century, was precisely the heir to both 
searches...ratherUm reunifying them, it has 
itself been tom apart by the dissonance • 
between the two seaicha" (Wallerstein : 
1997;7]. A sociology in quest for a just 
society which seeks to integrate the two 
cultures [Walleniein 1997] will necessarily 
have to have a meaningful academic and 
institutional alliance with gender studies. 
Gender studia committed to a just soci^ 
will have to grapple with the complexitia 
of the caste, class, comnwnal, and global 
constitution of gender. In such a quest: an 
institutional alliance with sociology shall be 
mutually beneficial. 

rrhis paper was pieacmed at Ihe national Kimiiar 
on ‘Recasting Sociology; The Changing Coalouis 
of the Disciphne'. CSSS. March 20-21. 1997. I 
simnely thank Sujala Paid who shared with me 
« lengrti her experieacet as the head of the 
department ofiociology and biitiaroT of cumcalum 
refocm at the SNDT University. Mumbai and her 
analysis ofthe project of cumciilariefonn,kx:aling 
it within the broader fiaiiiewoik of the 'etuis in 
sociology'. I also thank Shilpa Phadke who gave 
me at length the sitidems' viewpoint of the 
experii.teni of carrtciilum refottn at SNDT, 
Mumbai.] 
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The Banks and the Bazaar 

Kj^at Kaata Kay 

The ETohrtkm of the State Bank of lodla, Vol 2, The Era of the Proideiicy 
BaaVi 1S76'1920 by Amiya Kumar Bagchi; State Bank of India and Sage 
PiMications, New Delhi, 1997; pp 664, Rs 450. 


IN the fint volume of this leriea, Anuya 
Kumar Bagctd delved into the moonli of the 
State Bank of India to give ua a picture of 
the Bank of Bengal, the Bank of Madiai and 
the Bank of Bombay (both old and new) in 
the I9th century. The Mcond volume catiiet 
the floiy fotwiid from the fotnuuioa of the 
Pieaidency Banks of Bengal, Bombay and 
Madtas in 1876to their amalgainadcn in the 
Imperial Bank of India in 1921. The unKjue 
duincter of the prcject, financed by the State 
Bank of India, it the massive utilisation of 
its records to constnict anew the picture of 
the colonial economy of India by a leading 
economist of the country. 

Until the records of the State Bank of India 
are thrown open to scholars, Bagchi’t book 
isthe only glimpse of what isinthese records. 
In bit foreword to the book, the chairman 
of the State Bank of India expresses the hope 
that the rich archives of the bank may be 
opened to the public in the future. De^te 
ceremonial functions held in these archives, 
this remains as yet an unfulfilled hope, for 
reasons not entirely clear. 

What the public does have in this book 
is oneeconomitt'spainstakingand extremely 
detailed search through these records, 
especially those of the Presideiicy Bank of 
Bengal, including 3(X)-odd bound volumes 
of correspondence bet ween the branches and 
the headquarters. His view of the economic 
developtnetKs in India during this period is 
in line with his general view of the colonial 
Indian economy; inflows were dwarfed by 
outflows on accoum of the‘Home Charges’ 
and renrittances by Europeans. India re¬ 
mained “a net remiticr of espial abroarT and 
there was no return flow from ‘This forced 
or cokmiallydeterminedoutflowrrf capital". 
Ihe consequence was "the tieptession of the 
long-tun growth of the dome^ economy". 

This it thecontext in which the presidency 
banks functioned rhtring the periotL What 
was their role in the economic devetopment 
of the country? It it wdl known drat aevend 
new countries in Europe Inthistrialited 
during 1870-1914 under the proceu trf 
- ‘substitution': govorament and banks 
subatitHtinglhetnatketftcKitatlwthndeariier 
asaliiBd the iwkiitflal levolutkNi is the first 
generMioo induairialiMiB. But in India, 


neither the govern m ent nor the presidency 
banks were poised to play the role Alexander 
Gerschetduon has attributed to the state in 
Russia and the banks in Germany. 

Instead, Ihe government of India and the 
presidency banks assisted in the integration 
of India’s domestic economy into the 
burgeoning pre-war international economy 
on wholly unequal terms. Bagehi's 
conclusion is as foHovrs: "What India's 
economic developmeiN demanded was the 
scriesofsubslioilions that Geischenkron and 
other economichittoiiansrecoided at having 
been organised by the government and Ihe 
banks in Ftsnce, Germany, Italy and Japan. 
What Briiith India got from hw rulers was 
Ihe set of pre si dency banks, hemmed in by 
severe restrictions in Ihe period for whkh 
loans could be made, on the kind of securities 
that were acceptable, on the amount of loans 
that could be granted to a tingle borrower, 
and totally excluded from any transactions 
in foreign exchange and from all access to 
international capial markets.” 

There was, moreover, a racial bias in the 
loans given by the Presidency Bank (tf Bengal 
to businessmen, though Ihe same it not true 
of the Presidency Bank of Bombay. The 
Bank of Bengal catered basically to the large 
European matuging agenciet of Calcutta 
which dominated the trade and industry of 
eastern and northern India and Burma. 
These big agency houses controlled the 
directorate of Ihe Bank, and ruturally 
benefited from the hill discouiUt and cash 
crerhu at Ihe head office in Calcmta. Groups 
of Indian metchantt- ‘Marwaris’, ‘Cbetbes’ 
and‘Nakuda merchants'- also had dealings 
with the Bank of Bengal in India and Bumm, 
but in timet of credit squeen the Bank 
would cut off loans to vrhole Indian butinen 
communiiies. 

In the Bank of Bombay, by contrast, Indian 
shMehoiders conttinued the majority, and 
the cotton min owners, especially the Panee 
butioest magiuues, bmfited from its 
advances. For example, the Tata miUt in 
Bombay and Nagpur vrere drawing a total 
credit Rt 40 million from the PresMeocy 
Bank of Bombay at the b^tanfait of dm fint 
world war. The Ufgerlndianbuainaatliouaei 
had the aaan credit ndagi here at the 
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European firms. Advances to Inrhan firms 
amounted to Rs 6S4 lakh, as compared 
to Rs 140 lakh granted to European 
businessmen. ThePresidencyBanfcofhfadns 
operated on a much smaller scale than this, 
and its loans and crediu made no big 
difference to the trade and industry <rf the 
south, wfaedier European or InduaEuropeau 
and Indian businessmen of India were abo 
largely involved in busineu transactions in 
Birona «id by the end of the 19th cemniy, 
the Presidency Bank of Bengal had large 
operations there. The Rangoon branch 
granted the following loans in 1898: rice 
millen Rs 25.32 lakh, Bombay Burmab 
Trading Coipor^oo Rs 20.7S lakh, the 
municipality Rs 3.40 Iskh. the rice and dihber 
trader Hajee Mohammad Hady Rs 11.38 
lakh, and Cbetties and others Rs S2.6S 
lakh. Although the NatukoUai Chettiar 
moneylenders played to large a role in the 
business of the bank, Bagchi does not devote 
the sort of space and attendon to them and 
other Indian businessiiien in Burma disi he 
gives to the businest of btwiches scattered 
through Ihe Indian countiytide. A tiered 
sketch of the overall shape of private Indiao 
businest tqierationt in India, Burma and 
Ceylon would have helped readers in 
understanding the interconnections and 
ramificatioiu of capital in the bazaar and the 
corporate aector. 

The former vras no lest iot^raied than the 
latter the bazaar on the one hand, and the 
banks and corporations on the other, 
consbtuied togedier an interconnected world 
of Indian trade and finance. Bagehi's 
exptormions in the records of the State Brefc 
of India gives us important insights into this 
evolving relationship, but he has yet to work 
out a detailed namtive of how the balance 
between the two sectors altered i n the kMiger 
run, especially during and after the first 
world war. What is important to note here 
is that the bazaar itself was not an u nchan g hi g 
‘tnditioiiaJ' sector but was in some aense a 
pan of the cotoniid economic proocuea. Its 
itse to prominestce in the wotM of Indian 
trade ai^ finance may be dated to the emfier 
partofthe 19th century. Bagdurcfieis in thu 
voluine to the feet that disrountingofhnndiea 
was a piedominarn pan of the busiaess of 
the Bank of Bengal from quite early on. 
especislly in centres away from CahxNla. 
Even in Cakxuta. he points out, the hunti 
business was important enough for the baid: 
to open iu first city branch in Buna Baor. 
Moreover, by the end of the cent u ry, tae 
marwatisofthitneighbouihoodhailbaco— 
dominam in the trade in aeeds, p hwrm odi 
and jute. 


■ Beo I Wo' iy Ai 19, 


1997 
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Tile presidency bonks constituted what 
Bagchi felicitously calls 'apex banking*. 
Parallel to this or below this level, there lay 
another world* of money and exchange: 
' (Ms was the network of credit “linking 
metropolitan cities with provincial 
headquarters, district towns, large 'mandis* 
or railway transhipment points, and finally 
the several hundr^ and thousand villages 
in which the majority of the Indians lived". 
There is a hint of a distinction here which 
may benefit from further elaboration by 
Bagchi in the next volume. Not only is the 
bazaar different from “the boardrooms of 
modem large companies”, it is also distinct 
in this description from the more 
underdeveloped economy of the hundreds of 
thousands of villages where the rates of 
money were not those that prevailed in the 
bazaar. As Bagchi puts it, the records of the 
State Bank of India illuminate this vibrating 
world of the bazaar in “brief flashes". 

A solid piece of empirical research has 
enabled Bagchi in this volume to compare 
the bazaar rates meaningfully with the bank 
rates. In the late 19th century, the rates in 
the bazaar, even in tight season, were usually 
9 to 12 per cent and these rates were very 
often lower than those offered by the 
presidency banks. Bagchi points out at the 
same time that the rates in the bazaar were 
more volatile and that the bank rates did not 
fluctuate so much. But healsocites evidence 
from L C Jain's own banking firm in UP 
which maintained a fairly stable rate from 
1867 to 1927. All loo often, the rale of this 
firm was lower than that of the Bank of 
Bengal operating in the area. These are 
curious facts of the economic history of 
India. Bagehi’s overall conclusion is thus 
stated; “More precisely, when the money 
market was really tight, the bazaar rate 
generally went up several percentage points 
beyond the bank rate or the prime lending 
rate. On the other hand, when the credit 
market was slack, bazaar rates were often 
found to go below the bank rate.” This seems 
to be a sensible and acceptable conclusion, 
yet there remains the puzzling fact that from 
Bagehi's citations the rates of Hajurimal 
Sagarmal and Mugniram Kunilal in Calcutta 
between 1897 and 1898 seemed to be so 
consistently lower than those of the Bank of 
Bengal. 

TIk evidence on the bank rate and the 
bazaar rate is very much mroe elaborate for 
the 1920s and 1930s and it wiltbe interesting 
to see how Bagchi will tap this more solid 
evidence to illuminate these puzzling facts 
of India's prevailing rates of money. In the 
meanwhile, he has made an important 
suggestion in Ihi.s volume regarding the 
bazaar rate. The suggestion is that the rates 
at which the less favoured traders borrowed 


in the bazaar were not the sante as the rates 
maintained within the tight inner circle. It 
is only the latter rate which might appear 
to be so consistently below the bank rate. 
Bagchi cites important evidence from the 
records of the Presidency Bank of Bengal 
to show that the Bengali traders and Nakuda 
merchants were often at the mercy of the 
shroffs of Burra Bazar, who, it msy be added, 
were at this time mostly marwaris. The inter¬ 
shroff lending rates between the leading 
marwari shroffs would obviously be 
lower, and probably consistently lower, than 
the prime lending ntte of even the Bank of 
Bengal. Bagchi adds that between 1911 and 
1921, the marwari community made “a 
quantum jump” in its control of trade and 
industry. 

My own impression is also that the bazaar 
had achieved an unprnredented degree of 
integration at the end of the first world war 
and that the marwaris and other lending 
merchant communities were poised by then 
to leap from the bazaar into the European- 
dominated corporate sector of the Indian 
economy.' Bagchi cites the interesting 
evidence of F W Howard, the finance 
secretary ofthe government of Indiain 1919, 
to reveal Ihe important shifts taking place 
just then in the domestic economy of the 
country. Howard said at the Legislative 
Council of India; “The shroffs, mahiyans, 
chetties and others who either directly or by 
their relations with smaller ‘banks’ of the 
same kind largely finance the movement of 
produce and of important articles of 
commerce, such as piece-goods in the up- 
country markets, rely to a very great extent 
upon assistance from the presidency banks 
when in a season of active trade their whole 
capital i.s fully employed.” This shows that 
for the presidency banks, the indigenous 
bankers and traders were increasingly 
important customers, no longer tobeignored 
in favour of the European businessmen of 
Ihe corporations and managing agencies. 
Howard fufther mentioned that the anK'ini 
of hundics held by the Banks of Bengal and 
Bombay exceeded a third of their total 
advances, and during the busy season the 
proportion was “rarely less than a quarter”. 

liie whole ball game would of course 
change when these same men from the bazaar 
would push their way into the boaidrooim 
in the 1920s, I93(te and t940s. In the 
meanwhile, the three presidency banks were 
integrated in 1921 into the Imperii^ Bank 
of India. This was undoubtedly a step to 
protect imperial financial interests and, as 
Bagchi points mit. the move was greeted 
with a great deal of suspicion by the Indian 
nationalists. But there was a certain 
remorseless logic in the difficulties of 
international exchange and trade in the period 


bound by die two world wan and the Grant 
Depression, a period through which the 
domestic economy of India continued to 
offer an expanding field for investment by 
Indian traders and industrialists. These 
developments were ultimately destined to 
transform the Imperial Bank of India into a 
financial institution of great national 
importance. 


Note 

1 Rajat Kodta Ray, 'The Bazaar; Changing 
Stniclurol Chanicieristict of the hdigenoas 
Section of the Indian Economy before and 
after the Oreot Depression', Au&ui£n(flmii/c 
and Social History Review. Vol 2S, No 3. 
1988. 
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Sense on Shifting Cultivation 

Bda Malik 

The Last Frontier: People and Foreeti in Mizoram by Daman Singh; Tata Energy 
Research Institute, New Delhi, 1996; pp xxiii + 301, Rs 295 (pb). 


DAMAN SINGH deserves to be credited on 
two counts. Her book studies an area which 
has customarily been neglected by policy- 
maken and social scientists. Her woric, 
therefore, redresses somewhat an imbalance 
in academic literature. Moreover, shifting 
cultivation and forest management ate both 
themes which have been conventionally 
bypassed by the almost exclusive focus, in 
the social sciences, on the more intensive 
land-based production systems. The Ltui 
Frontier, thus, augments a thin corpus. 
Approaches lonon-iniensivesystemsof land 
use fall into one of two perspectives. There 
are those which see these forms as traditional, 
a counterpoise to modernity, ecologically 
sustainable, socially stable and equitable 
systems of resource use. The other view 
(which is also the dominant official view) 
despite a complete ignorance of its features 
or its sustaining mechanisms, or perhaps 
because of it, dismisses shifting cultivation 
as a wasteful system. The former is sloga¬ 
neering at its best and dogmatism at its worst. 
The latter, because it is also the official 
approach, has, by way of omission, ensured 
the absence of quantifiable data on shifting 
cultivation areas, land-use patterns, details 
on output, crop mixtures, etc. The book is 
based on precisely such a quantitative pre¬ 
sentation and the several indices reproduced 
at the end of the book make it a useful 
handbook on Mixoram. 

The book is in two parts. While the first 
is historical, the second is a contemporary 
analysis of shifting cultivation and forest 
management strategics in Mixoram. 

1 have reservations on the first part which 
runs to 70 pages and is intended to he an 
‘environmental history’ of the region. It is 
indeed deplorable that there has been no 
history of the area (more a politically defined 
area than a natural ecological region). 
Unfortunately this first attempt at such a 
history onlyduplicaies Pony and Shakespeare 
(both early officials) and the district 
gazetteers. The author's attempt has been to 
narrate an account of resource-use patterns 
and relations of production before 1972, the 
year in which Mizoram secured its separation 
from Asium. Uncritical use of these texts as 
primary sources has quite obviously 
influenced the conclusions of the book. For 
instance, the author almost echoes the views 
of some officials in citing the lack of funds 
and the lack of competent administration as 
the reasons for the inefficacy of the Mizoram 
Autoimmous District Council (p S9). It is 
perhaps thecase that the political conjuncture 
in the post-independenceera may have stood 
in the way of any meaningful autonomy to 
the district councils. Schedules 5 and 6 of 
theConsiitutionand SupremeCourt litigation 
by mmy district council members support 
this reading. 


Singh identifies seven main inter-related 
agents (these ate more indices than agents) 
of transformation: religion, education, com¬ 
munity-based organisations like the Young 
Mizo Association (here, Christian missiona¬ 
ries arc the common factor influencing all 
three), demographic changes, the administ¬ 
rative regrouping of villages, increase in 
occupational mobility (shift of workers from 
the primary to the secondary and tertia^ 
sectors) and urbanisalion. The final, and in 
the author’s view, most important, agent is 
the land use policy which included govern¬ 
ment toke-overofforest IsKisand iransferring 
village forest safety and supply reserves to 
village councils, which were given additional 
charge of regulating shifting cultivation. 

The second part of the book is far mote 
substantive and is titled ‘Management of 
Resources: Between People and the State‘. 
The main resource discus^ is forest-based. 
The first chapter in this section details the 
physiography, land cover and land use 
patterns in the region. It is observed that 
45.62 per cent of the total geo^aphical area 
is under shifting cultivation. This h^ alarming 
implications for it means that shifting 
cultivation has been extended to slopes with 
gradients of over 30 per cent. Th^ areas 
are prune to erosion. Being subject to high 
rainfall, they maintain their equilibrium only 
when covered by vegetation. 

The next chapter (feals more specifically 
with forestry. Different types of forest 
mappings have been analyst. These give 
the extent of forests, both by cover and by 
use. Singh nghtly points out that it would 
be mure accurate to speak of this cover as 
vegetative cover rather than forest cover as 
nxist of the area highlighted is under shifting 
cultivation. It appears that forest use and 
management in the region arc not unduly 
extractive and that forests arc not alone in 
performing ecological functions. The 
contribution of shrubs, gras.scs and herbs 
Ciuinot be underplayed. Singh contests the 
Forest Survey of India statistics and figures 
for the yield of wood and bamboo. That 
government management of resources began 
only in 1974 may explain the abundance of 
species and their productivity in the region. 
Shifting cultivation is for example allowed 
within the reserves, a policy which suinds 
at odds with the practices of the other state 
forest departments. It is also rellected in the 
fact that pnuection is the least contentious 
aspect of stale forest management in the 
region. There ate hardly any conflicts bet ween 
people and the officials i n the state in comtasi 
to the situation in other parts of India. 

Singh's discussion of the various systems 
of forest management in the region 
occasionally bonders on the naive. Mizoram 
has a fair amount of forests controlled by 
the village councils. Singh tends to overplay 


both the homogeneity within the villafes and 
the autonomy and power that they have. The 
New Land Use Policy will in Singh’s view 
ha ve the negati ve consequence of increasiiig 
hierarchies within communities and reducing 
their autonomy. Clearly her grasp of the 
implications of policy is more realistic than 
her reading of the prevailing local social 
relations. 

Chapter 9 looks at the elements of shifting 
cultivation. Singh contrasts the relative ease 
of describing the process with the difficulty 
of analysing change given the lack of 
empirical data. It may be in order here to 
indicate some of the drawbacks of the author's 
analysis.ln discussing agrarian rdtfions, 
Singh takes legal changes at face value. The 
implications of the shift of management from 
the chief to the village council need further 
analysis. There is, moreover, an element of 
stasis in her representation of shifting 
cultivation. Elements of collectivity are 
overemphasised. Intimes oflabour shortage, 
the practice of co-villagers being fed in return 
for work has changed in many parts of north¬ 
east India. In the Caro hills, for instance, this 
practice became a cash transaction. The 
reasons given for the persistence of shifting 
cultivation despite its uncertainties are 
unhtsioncal. being attributed to the absence 
of private property as the basis of the system 
ofland-usc. There is no convincing evidence 
that a resource will be judiciously used if 
its ownership is private. The instance of 
subsoil water in parts of India is a case in 
point. The chapter does make some interesting 
and imponam observations, one, that the 
jhum cycle in Mizoram was r.cver very long 
to begin with, so that the shortening of the 
cycle IS one more of the myths about the 
practice itself. She further finds that the cycle 
continues at a healthy period of an avenge 
of 7.32 years. Third, given that some nind 
persons migrate to the newly-developing 
towns, the system can withstand an increase 
i n population since the pressure gets relieved. 

Singh assesses the net impact of shifting 
cultivation on the environment. Given the 
tack of data on the earlier period, most of 
the generalisations are more in ihe natuie of 
conjeciurcs that could perhaps have been 
avoided altogether. For insuuice. the link 
between floods in the plains and shifting 
cultivation in the hills is taken as a given 
despite the lack of such direct correlation in 
all cases. Lack of evidence is sufiicieni reason 
to refrain from unwarranied generalisations. 

It is an airesting tendency Uuu all those 
who have seriously examined shifting 
cull i viiion ha ve am at more or less similv 
conclusions. Singh is not an exception whoa 
she ft nds I hat the basis oft he economy cannot 
be changed drastically. Given this, it will be 
more scnsiMcio have a strategy of enhancing 
the existing system of ciihivation. Cunenl 
researeh is more occupied with doing away 
with the practice rattlin' than improving it 
The fact that the cultivator is amenabte to 
change, provided it is fea.sible and accessible, 
is emphuised. 

For so useful and well-produced a wotfc, 
on a neglected area and theme, both aidhar 
and puMisher deserve prane. 
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BALANCE SHEET AS ON SlSf MARCH, 1997 

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 

31ST MARCH. 1997 



(R<. tX») 

(Ra. VOQ) 

ScteiWe 

Aaaa 

Aa on 

Irfciifrir 


YearEBdad 


Slat March, 

3lit Mach. 


SlatMaaoh. 

SlatMMch. 


1M7 

1996 


1997 

1996 

CAPITAL AND UABIUTIBS 



1 INCOMB 



Capital 1 

LNOpiN 

1,000,000 

Inteieit earned 13 

435,7M 

79,716 

Reterves aod Sun>te 2 

4d4M 

9331 

Other income 14 

6B3M 

26353 

Depotitt 3 

5,053311 

123,127 




Botrowipp 4 

1354303 

44,100 

Total 

49935* 

105,969 

Other Uobiliiie* aad 




. 


proviiioiit S 

2493» 

104,991 

n EXPENDmiRB 



Tatal 

7303,152 

.1351.749 

Intereat expended 15 

196315 

2.144 




Operatinf expenrea 16 

216,7«1 

94451 




Proviaiona and 



ASSETS 



ctailiB|enciea 

49357 

- 

Caili aad batanaea wMi 



Tatal 

4*2317 

96,695 

Reaetve Bask of laiSa 6 

353330 

27.397 

Ul PROPtT 



Biltttcet wWi bMki md 






awoey at call Md 



Net ftofil for the year 

3*3*5 

9374 

ihort aatke 7 

239310 

496,785 

Profit farooght forward 

737* 

257 

IsvoMbooIs S 

AdvMWM 9 

1350430 

4354341 

49,4U 

551443 

^ Total 

44345 

9431 

Haed AaMia 10 

Other AMata 11 

l97yB5l 

MM94 

40423 

116.210 

IV APPROPRUTIONS 



tatal 

7,903,152 

1.281.749 

Tianafer to atauitory teaervea 

7334 

1355 




Tranafer to other reaervea 

- 

- 




Tianafer to propoaed dividend 

- 

- 




Balance carried over to 



Coataveat Uabilkiei 12 

1301301- 

155469 

Balance Sheet 

37311 

7,676 

suit tot coMectioa 

40310 


Tatal 


9.531 

PRINaPAL ACCOUNTING POUaES AND NOTES PORMINO PART OF ACCOUNTS AS PER SCHEDULE 17 APPENDED 

As per our repoit of even dale 
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Par and on behalf of the Board 
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IDBI BANK LIMITED 

■taliitand Office: dMlitfvedi Maniioa. 2iid PUwr, 26/4, Old Pldaiia, Agn-Mumbai Road, Indore - 492 001 


SCHEDULES ANNEXED TO AND FORMING PART OF THE ACCOUNTS 



(Ri. WO) 


Asm Aim 

aiatMaick. SlMliaicfc. 


SCHIDULB 1 - CAPITAL 
Aadmiwd 

9004100,000 eqaiiy riMm 
of Ri. tor- Mdt 

baaed. SabMlMd Md Piad« capiiil 
100,0004)12 eqaby Aim ot 
Ri. 10/- each 

Tatal 

SCHBOULB a - RBUERVBS AND 
SURPLUS 

I SiatattMy Reaervei 


Addidoai duriag the year 
Dedactioai daibic the year 
Telall 
n Capital Reaervc 
Opcaiag balanoe; 

Addidoai during the year 
Dedacliou during the year 
Total n 

HI Share Pnmiani 
Opnung balance: 

Addidona duru^ the year 
Deduction during the year 
Total ni 

IV Revenue and other Reaerves 
Opemg balance: 

Addidona during the year 
Deduction daring the year 
Total IV 

V. Babutce in Profit and 
Loca Account 

1blaiaiI.IIl.IVaiidV) 

SCHBOULB 3 - DEPOSITS 
A I. Demand Depoaits 

(i) nam bimlu 
(H) ntHB othera 
U. Sawiaga Bank Depeaiti 
in. Teraa Depoaiia 
(i) PeoiB banka 

(U) naaiotei 

Tatal (L n and m) 
B I. Depoaiia erbnaehea 

laladte 

n. Depoeili of bnaehci 




(Ra. WO) 


Aan 

31alMarch.| 3lat htech. 


pmUe 
tdnoe a 


IV. OdMn Oadadbig proviaiaaa) 
Talaf 


SCHBOULB 4 - CASH AND 


I. Caah la hand (iadadiag 
foreign ca er eacy notei) 

II. Bdaacca wi* RBI 

(i) in Cuiien|( Acconnii 

(ii) in Other Acoonnia 

Total a and n) 

SCHEDULE 7 - BALANCES WITH 
BANKS AND MCMEY AT CALL 
AND SHORT NOTICE 


3L4M 

IIMW 

ufjai 


S6t 

104.423 

104,991 



(i) Balancei wMk banka 

(a) in Carnal Atxoanii 

(b) in Other Depoait 
Accoanta 

(ii) Money at call and ahort 


46J00 

9,531 

430 

61S,63S 

4L933 

42,463 

3.623 

917,927 

3.M9,iS3 

imm 

774)39 

~ iil.ity 

S#S2311 

123.127 

Tima 

iU.l» 


(a) with baaka 

(b) with other iaadtntiau 
Total (I) 

II. Oataideladia 

(i> ia Canent Accoanta 

(ii) in Other Depoaii Aoceanh 

(iii) Mo^ at call and ahort 
notice 

Total (H) 

CraaM Total Q t- H) 

SCHEDULE B - INVESTMENTS 
I. InvetfaMda ia haha (Onaa) 
Leaa Proviain far dapaeeiaidn 
Net Valae of laueiMeaB fat 


4M7S 14.TM 
304100 


414.700 

_ 

4MTB 491.464 



196J3S 

3J24 

2391316 

496.7SS 

1,99S43S 

49ASS 

L9SS430 

49,4M 


M 21 ^^^**''***^^*^"'*'*** 
(iv) Dabaaigiaa and Beadi 
(V) Tabddliilii aadtor joioi 


I9LSM 

•ttt3S0 


&ilScaai'tSrDqp^ 

TaMO) 

Laaa fkaebta fcr damotaiaa 
NetVHaaarknoMab 
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IDBI BANK LIMITED 
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SCHEDULES ANNEXED TO AND FORMING PART OF THE ACCOUNTS 



(Ri. '000) 


31sl Marck, 31st March, 


SCHEDULE 9 - ADVANCES 

A. (i) Bills purchased and 
discounted 

(ii) Cash credits, ovenbafts and 
h>ans payable on demand 

(iii) Term loans 


2,1S7,S43 

1,086,269 

1,710(429 


4,954,241 


11 Advances outside India 

(i) Due iToin banks 

(ii) Due from others; 

(a) Bills purchased and 
discounted 

(b) Syndicated loans 

(c) Others 

Total C II 

Grand Total (C I asid C 0) 
SCHEDULE 10 - FIXED ASSETS 
I. Plemises 

At coot as on 31st kdarch of the 
pieoedinf year 
Addiliaiis during the year 
Dednetioas during the year 
De p re cia tion to date 


IL Other nacd Assets (inchtding 
Hmutuic and Rxnues) 

At cost at OB 31st Maidt 
of the precediag year 
■ Addhions during dn year 
Dednetio n s duiiiig the year 
Dopreciaston to dine 


IB. CapM Wofk-lB-Pregteu 

Total 0, n and m) 


310.812 

168.774 

71.757 


551.343 


(i) Secured by tangible assets 

(ii) Covered by Bank/ 
Covrmmenl Guarantees* 

(iii) Unsecured 

2,892,437 

1434466 

727,438 

183,000 

60.812 

307.531 

Total B 

4,954441 

551.343 

* Includes advances against 

L/Cs issued by Banlu 



1 Advances in India 
(i) Pnonty Sector 
(it) Public Sector 

(iii) Banks 

(iv) Others 

211,905 

152,049 

4490487 

67,940 

250.000 

233.403 

Total C I 

4,954441 

551,343 





34419 

154437 

33 

11,770 

371 

33,848 

1,432 

176473 

32.787 

'lS.7S9 

" 7.736 

197451 

40423 

saanssc 

■. 


SCHEDULE 13 - INTEREST 

EARNED 

I Inteicti/discount on 
advanccs/bills 

II. Income on invesuneiits 

III. Inteiest on balances with RBI 
and other Inter-bank funds 

IV. Othen , 

Total 

SCHEDULE 14 - OTHER mcmiE 

I. Commission, eachange and 
brokerage 

II. Profit on sale of mvestments 
Utr. Loss on sale/Memprion of 
mvestments 


(Rs. '000) 


31st Bdarch, 31st March, 


SCHEDULE 11 - OTHER ASSETS 

I. Inter office adjuslmenls (net) 

II. . Interest Accrued 

III. Tax paid in advaiux/iax 
deducted at source 

IV. Stationery and Stamps 

V. Non-banking asseu acquired 
in satisfaction of claims 

VI Others 


* Includes: 

(a) Deferred Revenue Expenditure 
of Rs. 8.877 thousand to be 
written off (Previous (rear: 

Rs. 64,140 thousand) 

(b) Capital advances Rs. 11,963 
thousand (Previous year: 

Rs. NIL) 

SCHEDULE 12 - CONTINGENT 
LIABILfTlES 

I. Claims against the Bank not 
acknowl^ged as debts 

II. Liability for partly paid 
investments 

III. Liability on account of 
outstanding forward 
exchange contracts 

IV. Guarantees given on behalf 
of constituents 

(a) In India 

(b) Outside India 

V. Acceptances, endorsements 
and other obligations 

VI. Other items for which the Bonk 
is contingently liable 

Grand Total (L □, DLIV, V asH VI) 


*66494 


200494 


74,303 


116,210 


19449 

12,023 

796421 

40.182 

288,782 

74.250 

496409 

28.914 

1,601461 

155,369 

Year Ended 
31sl Much, 

1997 

Year Ended 
31st March. 
1996 

287462 

115,134 

10,066 

52,850 

35486 

304 

mm 

438,786 

79,716 

39496 

19452 

1,704 

27.439 

3413 
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SCHEDULES ANNEXED TO AND FORMING PART OF THE ACCOUNTS 



(Rs. 000) 


Year Ended 
3ltt March, 
I<rt6 


(Rs '000) 



SCHEDULE 14 - (Contd.) 

III. Prafii on icvaluation of 
ioveAmeMS 

Leis: Lou on levaliialioo of 
investments 

IV. Hofil on tale of land, buildingt 
and other saaets 

Lm: Lou on sale of land, 
buildinci and other aaseu 

V. Profit on exchMfB aantactiana (net) 

VI. Income earned by way of 
dividend, etc. from subsidiaries/ 
companiu and/or joint venuites 
abroad/in India 

VII. Miscellaneous Income 


SCHEDULE IS - INTEREST 
EXPENDED 

I. Interest on depusiK 

II. Interest on Reserve Bank of 
India/Inter-bonk borrowings 

III. Others 




SCHEDULE 14 - OPERATING 

EXPENSES 

I. Payments to and provisions 
for employees 

II. Rent, taxes and lightint 

III. Printing and Stationery 

IV. Adveitisement and publicity 

V. Depreciation on Bank's 
properly 

VI Director’s fees, allowances 
and expenses 

VII. Auditor's feet and espenKS 

VIII Law charges 

IX Postage. Telegrams, 
Telephones, etc. 

X Repairs and maintenance 

XI. Insurance 

XII. Other expenditure (Includes 
defened revenue expenditure, 
wtillen off Rs. 77,640 thousand. 
Previous year' Rs 59,426 
thousand) 


194,214 



SCHEDULE 17 

PRINCIPAL ACCOUNTING POLICIES 

1. General 

The accompanying financial statements are prepared on the historical cost basis and in accordance with the generally accepted 
accounting principles and conform to the statutory provisions and practices prevailing within the banking iadusir' in Inidu. 

2. Incosne Rccognltloa 

a) Interest on advances classified at substandard, doubtful or loss assets are not recognised as income in the accounts until 
received. 

b) Ouarantee fee is accounted at income on pro-rau basis over the period of guarantee. 

c) Incentives received on subscription to aecuriiiet has been tecogniud as income. 

3. Advan ces and ProvMoiiing 

a) Advances are stated net of provisions and have been clusified into standard, substandard, doubtful and lost assets in Iwe 
with the Reserve Bank of India guidelines. 

b) Provision for substandard, doubtful and lou asa^s is made in conformity with Reserve Bank of India guidelines. 

4. TraHsartoBt taivoivlng PorcigB ExcIuuiec 

a) Foreign currency assets and liabilities are tiantiated on the Balance Sheet date at the rates notified by Foreign Exchange 
Dealers' Association of India (FEDAi) for the respective items. The exchange differences arising on translation are accouMed 
for as income/expendiiure. 

b) Forward exchange contraas outstanding at the Balance Sheet date are reponed at conuacied rates. These contracts are revalued 
at the appropriate rates notified by FEDAI and the resuliinf profil/losses are included in the Profit and Lou Accoutt. 


a) All Investments are treated as current investnienu. 

b) Costs such u brokerage, commisiioa etc. incurred on aerjuisitioB of invemnents are charged to revenue and voucher 
gaia/loM are capitalised. 

c) Unquoted Debentures, Treasury Bills, Commercial hper and CeftiDcate of Deposits are valued at carrying cost. 

d) Bonds and OoverameiM securiies are valued in aggregate for each category at lower of cost and market value at the balance 
sheet dale in accordance with the guidelines of RBI. For this purpose, the value based on YTM valuation u per RBI guidelinea, 
is adopted u mvket value for unquoted invesimenis. 

6. Flaad Aaacta 

a) Fixed Asscu are accounted for on a historical cost basis. 

b) Depreciation has been mvided for on the straight line method, pro-rau from the date of addition, at tales pr ea crihed under 
Schedule XIV to the Ompanies Act, 1936. 


****■ ■'imir mid pnliH<-al Wf—Hy A»'' t 9, 1997 


me 
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SCHBDinUB 17 - (CtMdJ 

7. Mterad Raraaat 

The followint have been treated at Deftned Revenue eapca di t u re and are writtea off over a 12 moMh period: 

a) Feea paid for buaiBeu and technology comultancy for aetdag up of the Bank. 

b) Softiwe Liceaae fee for uae of aoftware oa a nou'eaclutive, noo-tnaarierable hatit. 

8. Staff BMaMa 

a) Rovideni Riad oooiributioBC are accounted on accrual batia. 

b) The Bank hu taken a policy under Group Gratuity Scheme of UC. All comributioiu made ate charied to revenue. 
NOTES imUMlNG PART OF ACCOUNTS 

1. Wealth tax it accounted for, on paymeirt batit. 

2. The Capital Adequacy ratio of the wuk atm 3 Itt March, 1997, at computed under the guidelinetUiued by Reterve Bank 
of India, was 17y% (previout year 162%). 


of India, was 17.M (previout year 162%). 

3. Capital Commitmeata u on 31tt March, 1997, Ra. 89,850 thoumnda. 

4. Net NPAa were 1% of net advances aa at 31at March, 1997. 

5. hovitioat and Condagenciea comprise of ptovitioo towards: 

Ri. rooo) 

a) NPAa 

b) Income tax 27,503 

c) latereat tax 7,940 

d) Depreciation oa Inveatmenta = 


6. Ahhouah the reanlla of the previoua year are for a period of twelve montba, die banking butineaa commenced only on 
Novenmer 13, 1995. The reanlta of the previout year ended 31tt March, 1996 relate to 4 m moatha of banking operaiioat 
and are therefore not comparable with the current year's reaulu. 

7. Previout year’s figures have been regrouped wberew neceaaaty. 


Aa per our report of even date 

For V. SANKAR AIYAR * CO. 
Chartered Accountants 

Sd/- 

Partner 


Fdr and oa behalf of the Board 


Sd/- 

Directora 


Sd/- 

Company Secretary 


AUDITOR'S REPORT UNDER SECTION 3# OP THE BANKING REGULATION ACT. l¥49. 

To 

The Members. IDBI Bank Ltd. 

1. We have awlited the attached Balaime Sheet aa at 31at March, 1997 of IDBI Bank Limited and alto the annexed Rofit 
and Lott Account of the Bank for the year ended on that date in which are incorporated the returaa of Seven Branches 
audited by oa. 

2. The Bnlnm Sheet and the Rofit and Lott Account htvrbeen drawn up in acconlance with the provitiont of Section 29 

' of the Banking Regulatioa Act, 1949 read with the proviaioaa of Section 211 of the Companies Act. 1956. 

3. The Bank hat acco un ted for profits and loaaea on ceitam Foreign Exchange Conirtcta indudiag Forward Bxchange Contracta. 
out ai andiug on the Balance Sheet date, baaed on the revaluation at the forward r ates n ot ifi ed by Foreign Hxrh an neDraltii Aaaocintion 
of todia(ttferftincipalAcco u rU in g Policy No. 4)in p refere n c e to the batia prescribed in Accounting Standard 11 laaued by the Institute 
of Chartered Accoumanta of India. 

4. Subject to para 3 above, we report that 

(a) We have obtained all the iaformatioa and ejmlanntiont which, to the beat of our knowledge and belief, were neceaaaty for 
the puipoae of our audit and found them to be aatitftctory. 

(b) The traaaactkma which have come to our rmtiee, have be^ in our opinion, whUa the powen oif the Bank. 

(c) Proper tetiitat adequate for the purpose of our audit, have been ncatved tiom the Imchet of the Bank. 

(d) InonropiHion.ptDp«booktofaccounttatreqniiedby law have been kept by the Bank to far aa appears fiom our examination 
of ibOK iKWfct- 

(e) The Balance Shiret and Profit arM Lou Account of the Bank desk with by thit report, are in agreement with the books of accounts. 

(0 In our opirdoa and to the beat of our infotmaiion and according to the explanatkma given to ua. the said accounts read icmeilMr 

whh the nottt thereon and the Mndpal Accounting PoHciet, give the Infor m a tio n requited by the Comp an to t Act, 1956 in 
the manner to required for the banUi^ companiu and oa tuia batit, the said Btlaace Sheet ghmt a true and fair view of 
the state of affaire of the Bank u at 31at Much, 1997, and the Rofit and Lqpa Aceoum shows a true aiM fair view of the 
profit of the Barrie for the year ended on that date. 

For V. SANKAR AIYAR R 00. 

CkifiMd AccoMiliMt 


Race: Ahm 
Date: 23 Ji 


Boom e 


* W / 9, im 










SPECIAL AimCLES 


Community aiid Molence 

Recalling Partition 

Gyaocndn Pand^ 

The narratives of the survivors of partition subtly construct in retrospect domains of "inside" and ‘outside’ 
for defining violence of those traumatic days. A desperate act self-immolation gets transformed into a heroic 
sacrifice sanctifying the inner domain of the community, while violence in form of revenge gets displaced onto 
the evilness of the other inhabiting the outside. Neither self-immolation nor revenge are acts of violence in the 
victims' account; they are acts done as a duty, as a response to the call of the times, securing the life of the 
community or nation. 


THE ‘troth’ of the putition of the Indian 
Mibcontinent in 1947 lay, at least for its 
victims, in the violence dm to them. With 
the quaiiflcation that the‘victims'of partition 
viere mdy victims alone, I seek in the 
fallowing psges to examine the ways in 
which the violence of the times is 
conceptualised and remembered by those 
who lived through partition - as victims, 
aggresson or onlooken. 

What stands out in the victims’ memory 
of partition, I submit, is the proposition that 
the violence was always ‘out there', and 
never in us. Violence was what was done 
by the other, although in a literal sense this 
other sometimes included wayward members 
of the speaker'sown community. While this 
is easily recognised when we analyse 
memories of nwmenu of collective violence 
like partition, the insistent drive to consign 
violence to a realm‘out there’perhaps needs 
to be thought through a little more. 

Wlud ‘violence* seems to do in such 
narrations is to mark the boundaries of 
‘community’. One might suggest indeed that 
violence arid conununity are constitutive of 
each other. Violence marks the limits of the 
community, that is to say, violencecan occur 
only at or beyond that limit By the same 
token, what occurs within the boundaries of 
thecommunity is, by definition, not violence. 
An additional point to note is that critical 
events like partition often lead to the radical 
reconstitution of community. I submit, 
however, that violence remains the marker 
of the boundaries of the reconstituted 
conununity, even as the (new) community 
is reified into one of ancient origins. 

TMsindeedishow the violenceof partition 
has generally been narraii vised by those who 
lived through it, as I shall try to show in the 
following pages. Partition produced new, 
congealed and highly exclusive senses of 
Hindu/Sikh and Muslimcommuniiiesin India 
and Pakistan. In the long-term, it also 
produced new visions ofa past that had been 
exceptiooally hannoniaus, a past in which 
Uvea and cullutes, joys and sorrows, were 
shared In ways that partition (md the politics 
of paitilion) made impossible. It gave rise 


to new notioiu too of the ‘traditions’ of 'our 
village’, ‘our town', ‘our locality' which 
often stood out in popular recolleaion from 
the general run of insanity and violence. 
None of this, it is suggested, happened here. 

It is imeresting to tee how this proposition 
is worked out in detailed recollections of 
partition violence. To start with, adistinction 
is commonly drawn between our 
martyrdom’ and their violence’; or their 
attacks’ and ‘our revenge'. Martyrdom and 
revenge are examples of violence, it is true, 
but they are at the same time not violence 
- lor there is (in this account) no course open 
to those that took these actions, no other path 
to 'justice': this it a violence forced upon 
the victims, a violence carried out in order 
to preveffl further, and greater, violence. In 
any event, there it little suggestion that there 
was any violeiKe involved in these acts of 
martyrdom, or even revenge, in the narratives 
of the ‘victims’. Indeed, in the case of 
‘martyrdom’, the victim's narrative tends to 
transform it into something altogether 
different, not only ‘just’, but beautiful and 
evenother-wortdly-God’sdeeds as it were, 
performed in defence of God’s word and 
work: ‘dharma’, religion, the religious 
community. 

’There are other ways also in which 
‘violence’ is marked out as occurring 
‘elsewhere’. Even the half-acknowledged 
violence of revenge rarely takes place in 
‘our’ space in the victim’s narrative. On 
those occasions when they are forced to 
resort to this kind of violetice, the victim’s 
kinsfolk, neighbours, loved ones, go out of 
the home, the village or the ‘mohalla’. to 
some other leu sanctified space where such 
violenoe seems permiuible. Again, there are 
certain kinds of violence which cannot be 
acknowledged as having occurred, or at least 
u having occurred hm, even though the 
perpetraton in this instmice may be the 
enemy. Oassically, of course, this is what 
happens with rape,' but the same kind of 
silence comes to shroud foiced religiaus 
conversions too, u I shall try to show. These 
areexamples of violence thu always happen 
lomewhm else, to some olhen - never to 


someone one knows, someone within the 
family or the immediate community. 

Instances of dramatic and unprecateued 
sacrifice, constituting exceptional 
of martyrdom, have received some sdmMy 
attenlim following the recem renewal of 
interest in the history and historiogtaphy of 
partition: perhaps the best known case is the 
collective suici^ of 90 or more women (and 
children) who drowned themselves in a well 
in HioalOialsa. Rawalpindi district.inMarch 
1947, in order to save their honour and their 
religion.’ These are examines where the 
victims are surely victims, and the sacrifices 
made by them are seen and represented aa 
extraordinary events. Before I turn to the 
question of how such ‘extraordinary* 
violence is narrativised. however, I wish to 
look u some more ‘ordinary’ accounts of 
the everyday' violence unleashed by 
partition, a violence in which a substantial 
pan of the rural and urban poputatkn was 
implicated, victims and aggresson were 
often, the same people, and attack followed 
attack, and revenge followed revenge, for 
several weeks, if i«ot moMhs, in a large part 
of north-western India. (I leave out the caae 
of Bengal from my account because 1 do not 
have the linguistic skills necessary to do a 
similar exercise for that r^ion. In any case, 
the task of analysing partition n a rr ati ve s and 
memones is nnich loo large for any one 
researcher to aim at comprehensive 
coverage.) 

GHAaoAN: BoimoAxms m 'EvEaviMY' 
Vkxcnce 

I shall begin my analysis here wkh the 
story of ‘revenge macks’ in a small pan of 
theerstwhile Patialaslate ineast PuiQih. The 
wious accounts of these attacks and the 
events surrounding them, which I have 
coliccisd in the main from the inhabitantt 
of one village-Gharoan (some 20 tunc fimn 
Chandigarh), illustrate revera) of the poiMia 
I have listed above, employing a vatto^nf 
techniques to elide the vwlence or ooniBi 
it - often against all the e vid en c e - to 
happenings somewhere dae ('ooK there'). 
The most derailed aocounu I have com 
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from a male civil servant and distinguished 
Sikh scholar, now retired from the 
bureaucracy, who was a college student in 
Amritsarin 1947; from his mother; and from 
his mother’s brother, who is seven years 
senior to the civil servant and was at the lime 
a student in Lahore. The civil servant spoke 
to meat length, alone in his own house. Later 
I spoke to his uncle at the same location, in 
the presence of the civil servant who. 
however, maintained a discreet silence, 
intervening minimally. Then I was taken to 
talk to the civil servant's mother at the house 
of his brother. In the course of my meeting 
with the mother, the civil servant, his brother 
and his uncle were also present: and as the 
account below will indicate, the mother kept 
turning the questions over to her elder son 
(the civil servant) and her brother, even 
though the latter tried to leave the 
conversation to her and me. 

Forcedto flee from the west Punjab, where 
the future civil servant had gone to be with 
his parents for the length of the 1947 summer 
vacation, mother and son arrived in the 
mother’s natal village. Dhamot. where the 
uncle (mother’s brother) had already gone 
from Lahore for his summer break. Here and 
in Gharoan, the village from which the civil 
servant’s father came and where mother and 
son went a week or so after their arrival in 
Dhamot. these respondents were surrounded 
by. and to some extent caught up in, the 
situation of vicious attacks and counter¬ 
attacks against Muslims that had begun in 
east Punjab by August 1947. 

The civil .servant tells the talc of these 
attacks with shame, embarrassment and self- 
questioning. Recognising a fellow- 
researcher’s needs, he desires to tell it all 
‘as it really happened’, leaving out not one 
significant detail. Thus, on the occasion of 
my second contact with him, when I had 
rung to ask if it would be possible to meet 
and talk to his mother and her brother on 
this particular occasion, he told me as soon 
as he heard me on the telephone that he had 
forgotten to mention a certain small but 
‘teievani’ fact in the detailed account he had 
already given me of happenings in that year, 
and of his part in them. This detail was the 
fact of his joining a 'shahidi faui’ (‘martyrs’ 
army’) which Sikh leaders decided to form 
in Amritsar in April 1947; he joined this fauj 
in his youthful enthusiasm as a college 
student, but it amounted to little in terms of 
training or activity, he said. 

His is a sophisticated, rounded account - 
in the course of which he is able to respond 
to my concern that my tape has nearly run 
out with the rea.ssurance that he has now said 
all he has to say. and there are but one or 
twn small details which he needs to add. It 
is a well constructed, reflective statement 
about revenge-killings; brutality; crunplicity; 
the abduction of Muslim girls and women; 
bis uncle’s role in the attacks; his mother’s 
upbraiding of his uncle for that role; and the 


incomprehensibility of it all. The scholar in 
him asks whal in the Sikh polity allowed the 
Sikhs to act thus, and to feel no compunction 
for it even now; and recognises somewhere 
that the question is unanswenMe. Heexplains 
many of his own actions -such as his trailing 
behind some groups of men and boys who 
had gone out to attack Muslims, or along 
with other boys from the village chasing 
some ’mi.scrablc’, 'starved' Muslim women 
who had strayed from their refugee camp in 
search of a few vegetables or edible leaves 
(‘just for fun’)- as a result of ‘youthfulness’, 
a ‘lackof understanding’; and muchof it still 
remains a puzzle. Indeed a striking motif in 
the civil .servant’s narrative-one that surfaces 
again and again - is that of "sleeping through 
it all’’, even though the roughest and most 
dangerous moments of the journey from 
west to cast Punjab.' An interesting, if uncon¬ 
sciousness, displacement of guilt and embar¬ 
rassment, this is one way of coping with 
whal is obviously a very difficult memory. 

The civil servant’ suncle, a retired inspector 
of police, in his turn, provides me, as 
interviewer, with a very clear-cut and 
confident account, which elides altogether 
any personal involvement in the attacks 
against Muslims. Heisbrought to tears when 
his nephew reminds him of one or two 
incidents, and informs him that 1 already 
know of them (through the nephew). "Don't 
talk of these things”, the uncle says, almost 
to himself: "they arc too painful to recall". 
For the rest, his story is one of attacks 
launched by the Muslims upon an 
unsuspecting and innocent Sikh and Hindu 
population (in Lahore, where he was 
studying, as cl.sewhere); of subsequent 
preparations by the Hindus and Sikhs: of 
contcr-aitacks and revenge, especially in the 
eastern part of Punjab where the Hindus and 
Sikhs were present in greater numbers; of 
his own statas as one of the most well educated 
youths in his village, and his consequent 
leadership of ‘defence’ squads and defence’ 
statements (in front ofinvcsiigaung officials) 
when the village and its surroundings came 
to he caught up in the violence. 

The civil servant’s mother speaks all too 
briefly. In part because such an interview 
is somewhat unusual for her, in part because 
I cannot altogether escape the historian’s 
agenda of asking about 'grand' subjects like 
'Partition', and ‘Jinnah’. and ‘Patel’ and 
’Gandhi’. She responds repeatedly with the 
proposition that she has nothing to tell, that 
she knows nothing about ‘politics’, that her 
son can answer all these questions and if he 
has already spoken to me, then surely iheA 
IS little left to say. She informs me also that 
"nothing happened in our village”, that all 
(he attacks (against the Muslims) occurred 
“outside", that she herself never left her 
home and therefore knew nothing of what 
was going on outside, and that, there was 
no discussion of these things amongst the 
women inside the homes. 


It is only on being speclfkaliy teminded 
of this by .h«’ son. the civil servant, and 
indeed needing to be reminded twice over, 
that she recalls having stopped her brother 
from killing a poor Muslim family whom 
they found hiding in ce fields as they walked 
from the railway station to the village of 
Dhamot, on the last leg of their journey from 
west Punjab. “Have you gone mad", she now 
recalls having said; “is this a demonstration 
of your Sikhi (Sikh dharma)?” 

'The civil servant hud told me the story of 
two young Muslim girls, one perhaps in her 
late teens, the other even younger, who had 
been abducted and kept in a house 
neighbouring his father’s in Gharoan; and 
of how, when he had been asked to take some 
food over for them, they had mistaken him 
(a college student) for a buyer, and also how, 
in the little he saw of them, the older girt 
did everything she could to protect the 
younger from their abductors. 'To this, the 
mother added the story of a 'badmasb' of 
the village (a known ‘bad character’, here 
referring to someone who has a ‘police 
record’) who had brought and kept with him 
seven young women and girls. She mentioned 
the case also of a little girl (her recollection 
of the girl’s age was six; the civil servant 
thought it was more like 10 - but the 
difference scarcely matters) who had been 
abducted and brought to their own house by 
a relative of theirs. The civil servant told me 
that this was a grown-up man whose mental 
age was unfoilunaiely low, he had temained 
unmarried and he seems to have found in 
the partition ‘disturbances’ an opportunity 
to sol ve the problem of obtaining a wife. The 
mother went on to say that, when she found 
this little Muslim girl in the house on her 
arrival in Gharoan, she kept her by her own 
side "day and night"; "I didn't let her out 
of my si^t.. .she became pan of the family.” 
Many months later, when the ‘recovery’ 
officials came (to recover abducted persons 
being held on the wrong side of the new 
international border), and “wc pointed out 
all the houses" in which abducted women 
were being kept, the little girt too went away 
(“cheerfully”, as this recollection has it). 

I have set out these accounts in some 
deui I, both because they capture some of the 
major points out whal 1 heard about 
happenings in and around Gharoan in August- 
September 1947. and because they deal with 
the memory of those times in interestingly 
difl'ercni ways. These three accounts are 
supplemented by a number of elaborate and 
not-so-elaboralcd statements from other 
residentsofGharoan, people who were based 
in the village throughout the penod of 
’disturbance*, including some Muslims who 
were forcibly convened to Sikhism at this 
lime, and Sikh women who followed events 
from largely inside their homes; in this 
respect, they were like the civil servant’s 
mother, though unlike her most of them had 
not been ’on the road’ during the troubles. 
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OlurouiU8largevlllage(ofap|KOximaieiy 
10,000 Inhabitants) dominated by a well-to- 
do Sikh peasant and service community. 
Memben or this community had a more or 
leu common tale to tell about the events of 
1947 in the area. "Nothing happened in the 
village”; “our Muslims were unhanncd"; 
“not a single woman or child was touched 
[abductedorrapedjheie". Whatever violence 
occurred, occurred outside the village, we 
are told. Yet it is from the same accounts 
that we learn of the many women and children 
abducted from other places and kept by local 
Sikh men; andihero isconsidcnible agreement 
on the large numbers and extreme youth of 
many of the women and girls in question. 
We team also of 40-30 (or 20-30, varying 
with individual narrators) Muslim women 
who were captured in some 'raid' by local 
squads, brought to the village, kept at the 
village gunlwara for a night (or more), and 
then killed in the compound of the gurdwara 
which lay on the outskirts of the village. 

This location of the site of violence 
‘outside’ the village - or even, as in this 
instance, just ‘outside* the confines of the 
village -seems to be a matter of some 
importance to the informants. Not a single 
Muslim of the village was harmed, the point 
is made again and again in the general 
account; they were only made to cat “meat" 
(a euphemism for pork, the eating of which 
symbolised the Muslims' ‘conversion’ to 
Sikhism). It is asserted, indeed, that Muslims 
were safe wherever they were a minority in 
a villages; they were attacked only where 
they lived in hamlets or village separated 
from the rest of the population. So. “our 
Muslims" were untouched. However, 
numbers of male vi Hagers, younger and older, 
went out in gangs (or squads) to settle scores 
with Muslims at large; they killed large 
numbers of them in the surrounding 
countryside, in a nearby camp where they 
had been herded together, i n the fields where 
they hid. and on the roads along which they 
fled, not to mention the score or more of 
Muslim women and girls kilted near the 
village gurdwara. 

There are of course very different nuances 
in different accounts. The civil servant/ 
scholar's account is unusual not only fur its 
reflectiveness, but in its specific 
acknowledgement of forced conversion 
(however symbolic), and the retention of 
abducted ‘girls’ in the village. His mother’s 
account is different too from the majority 
of the men's accounts, both in its reticence 
and repeated avowal of a lack of knowledge, 
and in Its sensitivity to the fate of abducted 
women and children. She provides many 
details of the number of abducted women, 
where they were kept in the village, and how 
they were treated (to the extent that she knew 
abtwt this). Yet, in her denial of any 
diacussion amongst the women or any 
knowledge of what was going on in the way 
of 'revenge', as in the civil servant's 


generalised account of men from the village 
going ‘out’ to anack Muslims, there is a 
complicity with the collective statemem that 
‘our village* was something of an exception, 
that the violence - or at least the most brutal 
forms of the violence - did not lake place 
here. 

The mother'sstory of the little Muslim girl 
who was kept in her house and “became a 
pan of the family”, and of other abducted 
persons kept in the village, going away 
“cheerfully” when the ‘recovery’ people came 
to uke them, achieves the same effect - of 
‘normalising' the experience - in another 
way. A good deal of evidence ha.s by now 
come to light which shows that in instance 
after instance, women and girls had been 
repeatedly raped, passed on from hand to 
hand, sold, auction^, cheered, petted, used, 
thrown away, before some of them were 
lucky enou^ to be taken in', find a home, 
perhaps be married and in time even have 
children and raise a family. There is much 
evidence to show too that many abducted 
women, separated from their husbands, 
lathers, brothers, and other male and female 
relatives, for a few days, or weeks or months, 
found It difficult to gain acceptance back in 
(heir original families and communities. 
Cunsequenily, those among them who had 
found something of a home arxJ a settled 
existence in these troubled times were often 
reluctant to risk everything again, and expose 
themselves to the same uncertainties and 
insecurities and pressures, when the 
‘recovery’ operations began.* The bland 
suggestion that the abducted persons held 
in Gharoan went away to Pakistan 
"cheerfully” when the 'recovery' officials 
arrived to take them, several months after 
their abduction, and even though some - like 
the “little girl"- had got fairly well integrated 
into their new households, sounds in this 
context like another effort to wish away the 
violence of the times and the terror that so 
many had to negotiate. 

There are other people of Gharoan. 
however, who tell the story of partition 
violence very differently I shall cite two 
examples. One is that of Babu Khan, who 
became ‘Babu Singh' during partition but 
has since reverted to his practice of Islam, 
along with the majonty of that small group 
of Muslims who stayed on tn the village 
rather than migrate to Pakistan. A labourer 
in the village who worked in then vil servant's 
father's house in 1947 and earlier (“I used 
to ca^ his luggage all the way to the railway 
station", he said pointing at the civil serv ant t. 
has dune reasonably well since then, buying 
some land of his own and ‘prospering’ as 
an independent cultivator. 

Hisisanaccountof'makingdo' somehow. 
He tells the talc with some embarrassment 
and diffidence and a great deal of humour. 
Recall that he is ulking to me. anunexpected 
visitor from Delhi, a distinguished professor, 
as he is told, who is going to write a book. 


(What kind of book? Several people ask: 
what will you do with all this minute detail? 
Howwillyoumakeseiisei>i • ' ihesedifterent 
voices speaking at the same time when you 
hear th^ on your tape-recorder?) I have 
been brought here by the most distinguished 
son of the village, the senior civil servant, 
who has called several informants together 
to talk to me - some older women who were 
sitting in the sun, some older men who might 
remember sofflcthingahout ‘attacks* in 1947, 
Babu Khan, and others who came along to 
see what was happening; and I am asking 
them about things they do not always talk 
about, or at least do not talk about sitting 
together in this way. We sit on ‘charpait’ 
(light bedsteads) and a couple of chain, 
being urged to drink our tea before it goes 
cold, and have Mime biscuits too. as i tell 
them why I am there, and put my questions, 
ask one person or another to repeat what he 
or she might have said, and try to turn my 
band-held microphone to wherever the 
conversation seems most rctevantorurgent.* 

Babu Khan spoke in the midst of this 
gathering of people, all .Sikhs except him, 
several ot them talking simultaneously, with 
many questions and many promptings. He 
talked slowly to begin with and then with 
greater abandon, with irony and biuetness, 
humour and self-respect, and - surprising to 
me - optimism and love (because, I suppose, 
of the support of many Sikh households, 
including (hat of the civil servam's father 
whom he fondly recalls and perhaps of bis 
own later material advancement). Call me 
‘Babu Khan', ‘Babu Singh’, whatever you 
like, “what difference does it make", he 
announced, when I pressed him for his full 
name, and others situng around prompted 
himlospccify 'Khan'or 'Singh'?‘‘Theylold 
us to eat meal'”, he went on to say. using 
the same cuphenusm us (he other viilngers 
had done: ‘‘Wc ate it. We had to. to save 
our lives " “I still cet scared thinking dbout 
It air. he adds with a laugh. “You asked me 
- .so I’m telling you.” Unlike (hat of the Sikhs 
of the village, his account referred to ‘“rtvets 
of blood" and “thousands of corpses”, and 
to the consternation, fear, and uncesuinty 
that prevailed lor a very long time. The 
hype^le was evident but it was a difTereat 
hyperbole from (hat employed by other 
informants from the area. 

My last example, from Gharoan is that of 
a person who was a young boy in Calcutta 
in the 1940s. who lost his uncle in die 
Calcutta riots’ (of 1946 nr 1947). retunied 
with his father to Gharoan in August or 
September 194'* but then liad toescapeagain 
to Calcutta - which seemed relaiivdy safer 
after what they hod seen in fHmjsb. Several 
peopiefrom die village had asked metometl 
him because of his unusual personal WtlHy; 
he had been a Muslim, who waa conwaited 
to Sikhism in the “dreadful” days of I94d> 
47 (as he hinueir described ihenO and who 
had - unlike many othen - stayed on widi 
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tiM MW MUgkMit ■fflItetiM even when 
ciMimitanoM inprovwL Now the owMT of 
a fleet of taxli, a local Congieas leader and 
a municipal coqxKaior i n a to wn not far from 
tUivillate,heipokeofthe*1iu8e’',**tenible*' 
ilaughter of the time. “Why doet it alwayi 
hap^ in Paq)ab?" he aiked, pointing out 
dim the tame kind of violence had broken 
out in the region again in the I980i. it it 
the Sikhi who lake annt, he went on, 
elaboradng thit lait point; they go out in 
*jathat’ (gangt) and they kill - the Hindut 
are by compariaon rather toft-hearted. 

Here wat a perton with all the outward 
tignt of belonging to the Sikh community, 
who tpoke in the moit uni venal termt about 
love, reUgioutity and the need for a batic 
humnity. He declared all reiigionitobethe 
tame etientially; condemned all of them for 
their narrownett and for their exccttive 
expenditure on templet, gurdwarat, and the 
liki^ in dw midtt of the kind of poverty that 
prevailt in India; and tingled out Chriitianity, 
and its notion of charity, forunttindng praiie, 
citing the example of Mother Teresa's work 
in Calcutta. 

With all that, and through a longish 
interview in which I asked many questions 
that were guided by what I had been told 
about him, he refuted in any way to 
acknowledged that he had once bera a 
Muslim, later 'converted' to Sikhism. In the 
coune of the conversation. I scribbled in my 
note-pad: This is Just like rape". How doet 
the rapist, or the raped, talk about the 
experience of rape? And how does the 
interviewer ask about it? Here is a history 
which the 'victim' denies - tivough his 
subtequem success in business and the 
politick world, through a barely concealed 
sente of shame, and through suppression of 
that which wat in hit own recking most 
shmnefkil. 

Let me set by the side of the Gharoan 
accounts another victims't narrative- in hit 
casea victim who fled from a very prosperous 
situation in Fort Sandeman, Biduchistan, 
where the family owned 40 houses and two 
cinemas and had two streets named after 
them.tookalrmg, circuitous and dai^erous 
journey by road and rail to Delhi, where be 
was able to re-establish himself in business 
and society only after long yean of struggle 
- and then, at be and hit wife say, never 
to recover the luxury and grandeur of their 
ttfe in Pbrt Sandeman. 

The busineaiman bel i eved that, in the 
violenoe r>f the 'migration' (Ms term for 
wtttioa), he had hMt hit wife and children, 
fleeing 1^ a difleient route from Sialkot 
where they had been stuck, because the train 
they were fleeing on wat reported in the 
neat andon the ratUoat havitigbeen stopped 
and an Its pa sse ngers massacred. “1 was a 
dead man” for a month, he recalls, until he 
leoeivad a letter in hit wife’s hand, telling 
Mm that they had tafoly reached Amritsar 
owing to the chance that they bad, at the 


bidding of a military offleer friend who was 
travelling by the train the next day, delayed 
their riepartiue from Sialkot by a day. “I 
reached Delhi with a few pieces of gold and 
300 rupees cash - that is aU”. With tills, and 
with the money and jewellery hit wife 
managed to bring with her, they started life 
again in DelM - spending Irmg periods of 
their initial years in a tent, in a relative's 
house ctowried with other refugees, and in 
small 'allotted' houses, before they had any 
tense of their own space, and of 'normal' 
routines again. 

What I beard from the businessman made 
for a tiMiviitg narrative of loss, of thedelirious 
fever he had when he reached Delhi, and of 
the sensation of death, lived to many timet 
over. All of tills was told with a literary 
quality that was striking, but the story alto 
reflected in no uncertain terms the deep 
bitterness he and his family felt against the 
community and the peofrie who had forced 
their migration from the land of their 
ancestors, and with it all the attendant 
disasters. In the course of hit iecollection». 
the businessman also spoke of scenes of loot 
and murder in Delhi. On his arrival in the 
city, he first suyed in an area of Old Delhi 
with the brother of a Sikh who had escaped 
with him in the long journey from 
Baluchistan. There was rioting in several 
pmtsof Old Delhi, suchas Sabzi Mandi: “we 
also went to see the area... so mmiy people 
were killed”. He went on to recount an 
incideM involving rape and murder in aquite 
matter of fact way, almost without a chuige 
of tone. It is thit manner of telling that 
captures something of the extraordinaty 
character of 'partition' - and of its violence 
that was no violence. 

In those early days of Ms time in DelM, 
when ‘riots’ were still going on the 
businessman recalled, the Sikh they were 
staying with went out with two friends to 
“some Muslim house...and there was only 
one girl left[there],oftheageof ]6or 17... 
They brought that girl. And now, they kept 
her for three or four days in the house, and 
(then they were] perplexed to tiiink what to 
do with her - cilber to kill her...[or? the 
sentence wat left hanging). Ultimaldy they 
took herina tonga' (a hone-drawn carriage) 
or a jeep... and killed her at the toad that 
goes to Karol Bagh, from PatKhkuian to 
Karol Bagh on the way there it a jungle... 
After four days... In tiuM days nobody was 
too troubled about such nMUers, that have 
they kilted her or not kilted her? (‘idsi ko 
yeh lakteef nahin hoti tM. ki usko man hai 
ke naMn man Md')"* 

What comes through inthekiodof account s 
discussed above are Mstories in wMch the 
heroes are the local community (very 
diffetendy defined in diilereat instances), 
on the one hand, and an abstract humanity, 
or as in the account of the Muslim-turaed- 
Sikh, an abstract uMversal reUgiottsity, on 
the other. What we find condemned 


repeatedly are the political inttitutioas or, 
more generally, ’iiatitmhmalisation’.ltwas 
the political temiert, etectioos and narrow 
amUtions, that produced the ‘disaster' of 
partition. It isihe'qaum'.theiastitinioaalited 
political community (especially of the Other) 
that it not to be trusted: at individuals, 
Muslims, Sikhs, Hindus all include the good 
and the bad (indeed, in the recollection of 
many Hindu and Sikh migrants from the 
west Punjab and the North West Pnmtier 
Province, the Muslims were unmatched in 
their loyally and commitment, once they 
made a commitmem). What took over in 
1947 were these institutional pressures, this 
narrowness and this ambition, dragging 
‘ordinary’ human beings down and bringing 
them to the brink of desperation. God willed 
it, it isrepeatedlysaid:^ it has been along, 
slow journey backtosomekindof normalcy 
- and many different kinds of histories have 
had to be constructed to cope with the 
challenges of that journey. 

These are histories of assertion aitd 
suppression at one and the same time: the 
assertion of community identity and pride, 
of ingenuity and bravery and resistance, 
along with the suppression of what are 
deemed to be weaknesses in the htstory of 
the family, community, individual. There is 
a refusal to acknowledge the grmuilous acts 
of injury done to helpless and isolated people 
who happened to belong to the Otto 
community (“too painful to recaH”), a denitd 
of the rape and abduction and killing that 
went on within a village that prided itself 
on its inter-commimal haimony inditt Httny 
of peace, the passing mention of nqx asid 
murder at ‘nothing out of the ardinaty‘ at 
the time, and suppression of a submission 
to the demand to give up the religion of one’s 
biith. These are features that marit the 
nairativesof'victinu'of very different Mads 
of violence, as I shall try to tbow now 
through a conskteration of a radiertiffeRat 
recital - of the colussal loss suffered by 
victiiiu in instances of mass suicide. 

Thoa Khalsa: Namutivs m MAaTYatroat 

Urvashi Butalia and Sudesh Vaid have 
recovered and written about ibe details of 
the history of one such incideiil as it is 
remembered today. The story iavotves a 
number of Sikh villages in tal^ Kafania of 
Rawalpindi district-Thainali. Him KhMsa, 
Dobhenn. ChM KhMsa, Kallar, Maior Hd 
others - in which, during a week of 
concemrated viotence between March 6 and 
13.1947, much of the Sikh population win 
wiped out:4.000to5J(X) people we re kilted, 
and large nuiriben of Sikh houtes and 
gufudwaras were destroyed. “Inoneofiheae 
vilUges,ThM Khalsa, someSOwooendHew 
ihentova into a wdl in order to preserva 
the ‘sanctity' and ‘purity' of their leM^an,,. 
A small community of survivon final foaaa 
viUages still lives in Dellii aad keapa attve 
the memory of the deatha by hatdhy a 
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remeinbrance service in the local gunidwani 
every year”, writes Butalia. 

She quotes from the accounts of one of 
the survivors, an erst while inhabitant of Thoa 
Khalsa: "In Culab Singh’s haveli 26 girls 
had been put aside. First of all my father, 
Sant Raja Singh, when he brought his 
daughter, he brought her into the counyard 
to kill her, first of all he prayed (...did ardaas) 
saying “ 'sacche badshah’. we have not 
allowed your Sikhi to get stained, and in 
order to save it wc are going to sacrifice our 
daughters, make them martyrs, please forgi ve 
us...". 

And further, about the sacrifice at the well 
later the same day; "There was a well... at 
the well Sardami Gulab Kaur... In my 
presence said ‘sacche badshah'. let us be 
able to save our girls...This incident of 25 
girls of our household (being killed) had 
already taken place., .she knew that Sant Raja 
Singh had killed his daughters and other 
women of his household...those that are left, 
we should not risk their lives and allow them 
to be takenaway... After having talked among 
themselves and decided, they said, we are 
thirsty, we need water, so the Musalmaan 
took them to the well. I was sitting with my 
mother... Mata Lajwanti, who was also cal led 
Sardami Gulab Singh, sitting at the well, she 
said two words, she did ardaas in two words, 
saying ‘saache badshah’ it is to save our 
Sikhi that we are offering up our lives... 
forgive us and accept our martyrdom... and 
saying those words, she jumped into the 
well, and some 80 women followed her... 
they also jumped in. The well filled up 
completely ... one woman who.se name is 
Basam Kaur, six children bom of her womh 
died in that well, but she survived. She 
jumped in four times but the well had filled 
up... She would look at her children, at 
hoself... Till today I think she is alive". 

This is a classic narrativisation of the 
‘ultimate’ sacrifice and martyrdom (hat 
collective suicide amounted to, and the 
account from Thoa Khalsa may be matched 
by others. Here is one from a retired Sikh 
railway official, whose father, mother, five 
younger brothers and only sister were offered 
up for sacrifice on September J, 1947. The 
father, a railway station master was posted 
in Duratta, a small, isolated station in west 
Pakistan, when partition occurred. As he 
waited for orders of transfer to India, 
conditions on the railways became 
unimaginable, with trains being stopped and 
passengers massacred at will on both sides 
of the border. Indeed, refugees now numbered 
in millions, uprooted from their homes, 
fleeing from death and destruction, and 
carrying piteous tales of the mayhem and 
muider they had been through, were perhaps 
the single most important cause for the huge 
spread and colossal scale of partition violence. 
With the situation worsening every day, 
officials belonging to the minority 
community and serving at isolated stations 


like Duratu were told to stay out of sight, 
for their own safety, when refugee trains 
went through. 

As the son had heard the stoiy, his father, 
the station master of Durana was therefore 
in his (railway) quarters with his family 
when a refugee train stopped in Duratta on 
September 3. Unfortunately, the train was 
detained here as it could not get a ‘line clear' 
signal from the next station, where the railway 
staff, all Hindu, had been killed. While the 
engine went forward to check the line, the 
refugee passengers heard about the Sikh 
station master and his family hiding in their 
quarters. Thousands of them came out of the 
■rain and surrounded the house, and 
threatened to kill all the occupants unless 
they agreed to become Muslims and marry 
the daughter to a Muslim. They began to 
break down the door. From this point on, 
my informant tells me, he will tell the story 
in (he words used by his sister who 
miraculously survived on that day. 

Father said... “Children, these people aren‘t 
going to leave us alive. They will kill us. 
or - all you boys silting here, they will take 
you and make you work as domestic servants, 
they will also make you Muscimans... He 
said the same thing to my mother... they will 
make you a Musalman and keep you in the 
home. So it is better that we take our own 
lives". There was a picture of Guru Nanak 
hanging there. He stood in front of it and 
did ardaas. (hot I was born a Sikh and (am 
returning to you os a Sikh. And he asked 
all of us to sit in a line ‘...my sister was seated 
lost, because we were eight brothersofwhom 
five were in Duratu with the parents] and 
only one sister. He took out his sword, and 
one by one. he - slaughtered... everybody. 
My mother first, and my youngest brother 
(names him) last, and then said: ‘Beii main 
aapko doii mein bilhane kc liye Uiyar kar 
raha tha magor main...’ But os he struck this 
last blow with his sword, the door was broken 
down. Her neck had not been fully severed. 
The door was broken, they came in and saw 
a heap of corpses. Only my fuaier was alive. 
They picked him up outsit [s: c] and stoned 
him to death...’’.^ 

Later, Hindus from the nearby villagecame. 
TTicy organised (he performance of (he last 
rites. It was only then, when she called out 
in pain as she was laid out on the funeral 
pyre alongwith her dead parents and brothers, 
that they discovered that the respondent's 
sister was still alive. They gave her over to 
the charge of (he military authorities, who 
took her to a doctor, had the gash in her neck 
stitched, and arranged later to send her to 
India on a refugee train. 

What is underlined in these accounU of 
collective sacrifice is (he undying bravery 
of the victims and the glory of their 
community and its traditions. One account 
after another stresses bow ‘our’ people 
preferred death to conversion and 
humiliation. Sikh from Thoa Khalsa, 
Thamali, DoMieran and other neighbouring 


villages migrtted in laige aunten ht March 
1947 (which is often in their narratives the 
datefor*paitition’)andafte(wanli;andmany 
who lived through those times are still to be 
found, living with their children and 
grandchildren, in Bhogal, Ashram, Lqjpat 
Nagar and other ‘refugee* colonies of Delhi, 
as well as in Chandigaih, Jalandhar and 
elsewhere. 

The majority of people from these villages 
whom I interview^ asserted that not a single 
Sikh in any of their villages wu convened. 
It is worth noting too that in many of the 
Sikh accounts, the Hindus appear as 
something of a contrast. They were rather 
a poor and weak community in the nual 
areas of Punjab and the North West Frontier 
Province, it is said by way of explanation, 
downtrodden and always a little afraid. As 
a community they failed to stand up for their 
honour, many of them embraced Islam and 
stayed on quietly, we are told. (Needless to 
say, Hindus from the area do not all share 
this version of events.) 

Several people from Thoa Khalsa pointed 
out that the first person to be killed by Sant 
Gulab Singh was a crippled Sikh. Poor and 
unemployed, this cripple, whom evetyme 
had until then thought of as a worthless 
character, came up to Gulab Singh and 
appealed to him to kill him first; for, as he 
supposedly s^d. the rest were all fit and 
could run away or otherwise take care of 
themselves, whereas he would be caught and 
he did not wish to surrender his honour, his 
religion. Others then lined up behind him 
with a similar wish. The stoiy of the cdlective 
suicide at the well provides a fitting 
denouement to this account of heroism and 
community pride. 

A retired military man from the 
neighbouring village of Thamali, who has 
been collecting information from survivors 
(and from family priests who maintain akind 
of family reconl over goierations) to write 
a history of all that happened in the region, 
was the only person I t^ked to who spoke 
of any Sikh convetsioiis to Islam from his 
own village. There was one family of Sikhs 
inThamali whobecame Muslims and stayed 
on, he said to me, whereas everyone elw I 
met from Thamali asserted that not a single 
Sikh gave up his/her dharma. But the 
exception in the military roan’s account 
serv^ only as a means of reinforcing the 
larger narrative of valour and undefeated 
pride, in Thamali as in Thoa Khalsa and all 
thesuiTOunding villages: "Our women fbugbt 
too. and kept fighting...[many of them in 
male attire]. They fought with great courage. 
Everyone fought... They recited their prayers 
Cshabad parhte rahe’) and stayed awoke 
[and fought]. They had no fear... and showed 
great bravery..." 

On March 12, 1947, he notes, came the 
•tttek on Thoa Khalsa. They were very 
courageous Sikhs too. Their lesisianoe was 
gresL FHly tpsliundredgirisfwomm]staried 
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jumping jntoawell...Aiihis (hey [UieMuslim 
•tucken] left that village, out of fear...then 
they turned towards Thamali..." 

Like other interviewees, the military man 
denied that any woman or girl (the word 
generally employed is 'ladki'. literally, girl) 
had been abducted from his village in the 
course of this terrible battle and killing. “If 
[at all] they managed to take any girl/s from 
our village, then we got heiAhem back. Not 
a girl of ours was taken away. No such 
disaster (‘gait kaam', literally, bad deed) 
occurred...People were killed. But they were 
estraordinarily brave. None of them wa.s 
afraidofahandfulofMusalmans.our women 
too were not in the least bit afraid... The girls/ 
women were all killed earlier... the young 
women (and girls) were not surrendered ... 
They lost their lives, killed by their own 
kinsfolk - or by the enemy..."* 

The celebration of this indomitable spirit, 
(he victory of honour over the fears of the 
flesh, the sacrifice of individual life in the 
greater interest of the panth’ (that is, the 
community and itstradilions), therefore, runs 
through these accounts. It may be noted that 
this is a celebration that has been joined by 
a whole variety of observers and 
commentators up and down the country, 
from 1947 until today. In April 1947, the 
collective sacrifice of (he women of Thoa 
Khalsa 'vas hailed by The Statesman, the 
leading Anglo-Indian daily of Calcutta: "The 
story of 90 women of the little village of 
Thoa Khalsa. Rawalpindi district, who 
drowned themselves by jumping into a well 
during the recent disturbances, has stirred 
the imagination of the people of the Punjab".'' 

In July 1947, leaflci.s distributed among 
the Sikhs of Delhi were celebrating the 
martyrdom and sacrifices of the women of 
Thoa Khalsa. and other brave Sikh women 
and men. "THE MEMORY OF THE 
HEROES OF JAITO AND NANKANA 
(who died in the non-violei(t Sikh struggle 
toregaincoittrolufthcirgurudwaras between 
1920 and 1925] HAS BEEN ENLIVENED 
ONCE AGAIN BY THE SISTERS OF 
THE SPINNING WHEEL' -THEDEATH- 
DEFYING SISTERS OF RAWALPINDI - 
THE PRIDE OF POTHOHAR - THOSE 
BRAVEDAUGHTERSOFGURU ARJAN 
- WHO PREFERRED VOLUNTARY 
DEATH - SELF-INFLICTED OR ATTHE 
HANDS OF THEIR DEAR ONES TO AN 
IGNOBLE LIFE. THEY ARE 
PHYSICALLY GONE. THEIR SPIRIT IS 
AN UNDYING FORCE".'" 

Again, a Shiromani Gurudwara 
Prabandhak Coinmitiec report on the 'A 
Muslim League Attack on Sikhs and Hindus 
in 1947'.published in 1950, said of the same 
incident: “The Sikh ladies in their extremity 
either committed suicide or entreated their 
husbands and fathen to kill them. This was 
done. Thus the ladies saved their honour. 
(By contrast?) Most of the Hindus under 
preuure accepted Islam.” The pamphlet 


spoke In glowing terms of (he "epic 
resistance" offered by Sikh men and women 
in village after village throughout Punjab." 

The noted Sikh historian, Harbans Singh, 
provides an example of the continuing 
celebration of the sacrifices of the Kahuta 
Sikhs long after the event. In the face of the 
“ruthless onslaught" against the Sikhs of 
Rawalpindi and Multan divisions in March 
1947. he writes', "the Sikhs did not fail to 
reproduce their inheritance of courageous 
and heoric action... Many won laurels of 
martyrdom while trying to protect their 
gurdwaras [temples) from desecration. The 
wumenjumped into wells to save themselves 
the dishonour of being captured by the 
marauders. In the village of Thoa Khalsa 
alone,93 Sikh women immolated themselves 
in this manner. To (heir ardaas (prayer), 
which recounts the deeds of Sikh heroism 
and martyrdom, the Sikhs now added new 
stirring lines as indeed they had done at all 
difficult periods of their hi.story."" 

Rameshwari Nehru, a prominent Congress 
personality and social worker in (he 1940$, 
sought to incorporate the Thoa Khalsa 
incident into the annals not only of Si k h but 
of a broader ‘Hindu’ heroism. Visiting Thoa 
K halsu and its neighbouring villages a couple 
of weeks after the mass suicide of March 
1947, she wrote of the tradition of 'jauhar', 
in which the wives and daughters of rajput 
kings and nobles took their own lives, rather 
than surrender to (he enemies, on the defeat 
of their husbands; and ‘sati’, in which newly 
widowed women (usually belonging to the 
highercaste.s) burnt themselves, supposedly 
of their own free will, on the funeral pyres 
of their husbands: and more generally, of a 
'tradition' of pure, unsullied, unsulliable. 
and self-sacrificing womanhood. 

Several youths of Thoa Khalsa had "killed 
one another and their own women with their 
own swords", she wrote. “Finding no other 
way out, lOS [‘Hindu-Sikh'| women saved 
their chastity and religion by committing 
suicidc.'’'‘What these illiterate village women 
showed to the world by their actions was in 
no way less momentous than (the legendary 
(}ucen) Padmini's yau/inrorthcself-sacTirice 
of rajput (noble-]women." “A country that 
has such brave women (amongst its 
inhobitanLs) can never die (or, fall from 
grace].” ‘"niis splendid (radiant] incident 
will be written of in history in letters of 
gold." As if that was nut lyrical enough, 
Nehru went on to desenbe in the following 
terms what she and her companions found 
at the site of (he mass suicide when they 
visited Thoa Khalsa 18daysaftertheincidcnt: 

The bodies of those beautiful women had 
bccomeswollen and floated upio the surface 
of the water. Their colourful clothes and 
tong black hair could he seen clearly. Two 
or three women still had (the bodies of) 
infants clinging to their breasts. There was 
nut a man or woman in our party who did 
not have tears in his/her eyes... All of us 


bowed down to these sati (pure, sacred) 
women... We thought of it as our great good 
fortune that we had been able to visit this 
tile and worship these satis...'' 

The celebration of this violence at not 
really violence, but something diffeient, 
alurgetber more heroic and venerable, thus 
takes place very widely indeed. Our own 
recounting of it, as studmts of history, does 
not partake of (he same pride in the Imvery 
of a local community and its ‘hallowed’ 
traditions. However, I wonder if we do not 
achieve the same sort of effect of celebration, 
when for purposes of clarity, 
comprehensibility and effect (all of which 
areimportantinhistoricalwritinglwe choose 
as our own focal points the same kinds of 
dramatic moment - and the most dramatic 
accounts of those moments. 

It is important to bear in mind that the most 
detailed account of the Thoa Khalsa incident, 
cited in the extract from Urvashi Butalia 
given above, comes from a man of some 
political ambition, long-time member of (he 
SGPC and now an enthusiast and local leader 
of the BJP, who claims to have led two Sikh 
jathas to Ayodhya in 1990 and 1992 tobring 
down the Babri masjid. and who is naturally 
concerned to maintain his position and 
leadership within the particular partition- 
affected Sikh community of Delhi of which 
he IS a part. Every year on March 13, which 
IS observed as shahidi diwas (martyrs' day) 
by the community, this informaiu makes a 
major speech, recounting the sacnfices of 
the Sikhs of Kahuta. and promising to write 
a hi.story (hat will bring these sacnfices to 
the notice of the world and earn his people 
their rightful place amongst 'the greatest of 
India’s freedom-fighters'." 

It IS important lo hear in mind, too, bow 
often this talc is likely to have been told - 
initially to relatives. Iriends, neighbours and 
other sympathisers, later to children and 
grandchildren, and stiV later to investigaiofs 
like ourselves - and how the very telling and 
retelling will have fixed the form aixj the 
main pointsof the narrative. Another striking 
example from this political leader's own 
family, the account nfhis 80-year old modier, 
will help to make the point clear. 

A woman of remarkable energy and spiriL 
even at this age. she tells of the day-tOMiay 
struggle waged by her family to recover 
something of their lost status and make 
something of their lives: of their refusal lo 
beg, and their willingness to do the hardest 
work necessary for a living. “We washed 
dishes", "we washed clothes" - hut always 
maintaining our dignity and .self-respect. 
When she is ready for I he (format I interview, 
and has made her insncation lo the Guru lo 
say that everything she recounts will be the 
truth as she knows it. she launches into her 
narrative of events from "the ninth (‘mm 
taroeUikedin'V' without pausing to eKpiam 
(hat this “ninth" refers to March9. 1947,and 
almost without waiting roriheiwenriewer's 
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questions. (I say “almost” because I, as 
interviewer, had of course already explained 
why I was there, what my antecedents and 
my interest were, and what I wanted to talk 
to her about.) Here is a poli.shcd narrative 
of a great battle and a great sacririce, and 
she fills it with remarkable detail of who was 
killed by whom within the Sikh community 
of the village, what different people said as 
the martyrdoms began, the names of the 
martyrs, those who jumped into the well, in 
what order, and .so on (though I do not wish 
to suggest that these details would never 
vary in the telling, or that what we have here 
is a seamless, fully rounded narrative). 

Yet, the fact of the matter is that we can 
find other narratives of the same events that 
function rather differently, and reveal far 
morepoignantly the impossibility of choices, 
the panic and the chaos: the difficulty of 
knowing what was happening in different 
parts of the same ‘haveli' (or mansion) and 
iLs compound, let alone in other parts of the 
village (or town, which is what many of 
these villages resemhied in si/e): and (he 
desperate efforts to get out “somehow, 
anyhow"'* - for the preservation of Sikhi 
(the dharma and the community) ihight still 
conceivably be accomplished by means other 
than suicide. Here is the account of another 
survivor, a girl of 12 or 13. studying in the 
girls' primary .school in Ihoa Khalsa in 
i 947. When it became clear to the besieged 
Sikhs of the village that they would have 
to surrender, she recalls, everyone tried to 
escape "however we could., wherever we 
could.” 

“Many women and children .'.ent out and 
sat down at the well, to pray and... They 
called out to us too. But whatever the heart 
willed just then... My cousin held my hand 
and said. ‘Don't move'. He stood in my way. 
But I slipped under his arms and ran down 
the stairs after my cider brother, who was 
.saying, ‘Run as fust as you can. Run 
wherever...' A servant who was among the 
attackers blocked my path. ‘Where are you 
going? You'll go nowhere', he said, and 
grabbed my 'chunni'. But I escaped, leaving 
my chunni in his hands.” 

The girl's mother was with her, as were 
three of her brothers and two or three other 
girls, and she names some other women who 
managed to flee. In recalling the desperate 
moments of that escape from death, this 
informant mentions other incidents (hat go 
against the generalised, homogenised account 
of Sikh heroism, but are no less moving and 
human fur that: “I was like one dead. I had 
high fever. My brotherhad said to my mother, 
‘Shall we save ourselves or try to save her 
... Her condition is very bad'. My mother 
said simply, ‘She will be killed, liow can I 
leave her here?' They acted with great courage 
and brought me along. To protect my little 
brother, they opened out his hair, and combed 
and platted it, so that he would be mistaken 
for a girl.” “Girls were only being converted. 


and taken away,” this survivor states 
poignantly - as if, somehow, the disguise 
would have saved her brother from death, 
had they been discovered. 

At (he end here, I want to return to a 
discussion of some of the common as well 
as divergent themes that are found in the 
victims' narratives of 'martyrdom' and of 
'revenge'. Sacrince or martyrdom, I think 
it will be clear from the foregoing account, 
was not violence at all in the survivors' 
understanding- for violence done to the self 
in the service of a larger cause can scarcely 
be categorised as violeiKC.”’ it is a point that 
emerges again and again from the survivors' 
narratives. 

Inmy reading ofthesesurvivors' accounts, 
however, revenge too comes to occupy a 
rather similar position. Whereas the sacrifices 
discussed above may appear at first sight as 
acLs of desperation, occurring on the spur 
of the momeni. without a great deal of 
forethought ordelibcration, they appear often 
in the survivors' narrative as an act of will, 

con.sidcrcd.discusiied anddetennined upon 
as the only course consonant with honour. 
Revenge, on the other hand, comes to be 
presented as a matter in which the protagonists 
have no choice, even though there is. here 
too, room for. and evidence of, deliberation 
and calculation before such action occurs. 

'Revenge' is a violence which is not treated 
as vioicne - only as a just recompense. It 
IS entirely different from the feared violence 
of the enemy's 'goondas', even though it is 
exactly the same. Such adi.stinc(ion between 
'our' violence and 'theirs' is crucially 
dependent on the attribution of agency, and 
of an ‘evilness’ to the Other. Often, (he 
victims’ nanation of the violence of the 
Other introduces a whole new vocabulary 
which has been sparsely used, or not used 
at all. in the description of other things. The 
narratives sometimes come to be liberally 
interspersed with choice terms of abuse, 
calling forth damnation upon these sistcr- 
fuckers, mothcr-fuckers and so on, though 
I have to add that the most colourful of these 
lend to be reduced once a tape-recorder is 
switched on. 

The question of who from the other 
community joined in the attacks commonly 
elicits the answer that 'everyone' joined in. 
Even neighbours joi ned. and people for whom 
we had done so much personally, and people 
who would not earlier have dared to look 
us in the face, let alone challenge us. Now 
these sorts of people - and even school 
friends - began taunting us: “just wait a few 
more days, let partition (or independency) 
come about, and you’ll get to know your 
place”.” 

"They had gone mad". ‘Andar hi andar 
planning ho rahi thi' (the thing was being 
planned secretly). “It was agieat conspiracy” 
ordered and orchestrated from high political 
quarters. At some point in the narrative, the 
anger shifts from the attacking crowds and 


the neighbours who joined them, to the 
political leaders and the same choice epithets 
of abuse are som^mes used for them - 
‘saale’... ‘bahenchod’..." Now it is the 
political leaders - ‘the British’, or ‘that 
Jinnah', or 'Patel', or Tara Singh’ - who 
become responsible and not the ordinary 
members of the Other community. What did 
they know? They were misled. Above all by 
the slogan of religion in danger. And all for 
the petty ambitions of the leaders. Otherwise 
there was never any trouble between us: 
Hindus, Muslims, Sikhs, all lived together, 
went to (he same schools, aitended each 
other’s weddings. As a qaum (commimity, 
people) these people are purrow-mtndedand 
untrustworthy; individually, they arc amongst 
the best - loyal and devoted. 

And thence to a third theme, notable 
especially in the accounts of women, but nut 
in their accounts alone. Who knows how it 
all happened. It is written. It was the will 
ofGcxl. As oneSikh woman, from the village 
of Kallar m Kahuta tahsil Rawalpindi, now 
living in Bhogal, New Delhi, put it, 
“Whatever is written will have to be. It 
happened here too [in 1984], Suddenly. Out 
of the blue. What had the Sikhs done? Wc 
couldn’t leave our houses for fear, for days 
on end... AH are his servants [ people, 'bande' ] 
- some Sikh, some Hindu, some 
Musalman...Our Guru has written [included 
in his granth] the words of Hindu [Gurus] 
loo, has he not?... What is there to fear? 
Worship the Almighty..." 

The actions of (he simple, easily misled 
‘masses’ of the Other community were, m 
this reckoning, acts of unprecedented and 
mindless violence, to be sure. But it was a 
violence that was the product of a deliberate 
choice, made by a .selfish political leadership 
for the quick advancement of (heir careers 
and petty causes. Of course, the ordinary 
people were responsible for their actions, 
they even took matters into (heir own 
harids, but it was as if they were no longer 
in control of their semses, as if a madness 
(an evilness) had overtaken them - who can 
explain it? (Let us note in parentheses that 
this is not so far removed from the historiaiu' 
account of such 'extraordinary' moments of 
violence.) 

By contrast, the sacrifice (the offering up 
of oneself or someone else for martyrdom) 
and revenge forced upon the victims belong 
in the survivor narrative, to another order 
of events. These are not ‘evil’ ore ven violent 
acts. They just happen - like the natural 
reaction of the earth or the universal order, 
seeking to right itself after an epochal 
eruption. The partition survivor's narrative, 
it needs to be noted, is always a victim’s 
narrative, only occasionally slipping into- 
or acknowledging - an account of attacks 
in which the ‘victims’ themselves 
participated. It is perhaps a sign of our times, 
when violence of this kind is (still) not 
commonly sanctioned,"* or of the kind of 



exchange Uieieinterviewtwitha 'privileged' 
stranger Aom Delhi constituted, or again of 
the contrition that the civil servant longed 
for, that the slippage is comparatively rare 
and generally cautious. The violence is in 
the main 'somewhere else'. 

In this account, the 'community' remains 
pure,protectiveofall itsmembers.unmarked 
by violence. The violence you think you 
notice is not really violence. No such thing 
happened here. 

This brings me back to the point with 
which I began this paper, which it is now 
time to restate and extend a little. The 
relationship between violence and the 
community is obviously not as neat as my 
initial proposition might suggest. 
'Communities' change, splinter, dissolve, 
redefine themselves - by force of 
circumstance. There will otten, if not always, 
be a grey area here, where who belongs and 
who doM not is open to question. At soriK 
junctures, then, local Muslims (or Hindus 
or Sikhs) may be asked to eat pork (or beef), 
or to leave, 'for their own safety’, and 
badmashes tolerated though they bring 
abducted women and loot into the 
community. Yet the fiction remains; what 
happens within the confines of the 
community, imagined or re-imagined, is by 
definition not violence. 

Some of the violence that occurs 'outside' 
at critical moments like partition is of a 
peculiar kind loo; a violence that is not quite 
violence. I want to suggest that this is a 
proposition that is advanced very widely 
' indeed in recol lections of partition, by victims 
and aggressors alike. This indeed may be the 
most telling murk of partition and of all 
conflicts that arc seen as religious, and in 
more recent times, national wars. There is 
no ‘violence’ here, although the moment 
itself is made by violence; and there arc no 
'victims' and no ‘aggressors', although 
everyone is in a sen.se a victim. There is 
simply duty, necessity, the cull of the limes 
and a recognition of its exceptional ‘rules' 
- all that is necessary to secure the life of 
the community or nation. It is for spurious 
reasons such as thc.se that Germany was to 
be cleared of its Jews. Rwanda of its 
Baluisi)(or its Bahutu) and India of its 
Muslims. 

“We took the women; that was the system", 
a Hindu village headman of Mewat recalled 
regarding Hindu aggressions in the region 
between May and November 1947.’" Or, as 
a Muslim subaltern put it in a letter to a 
relative, describing his platoon's 
‘destruction' of Hindus and Sikhs in the 
villages of the Gurdaspur region two weeks 
after the official panition of India; 
“Whosoever from the Hindus and Sikhs came 
in front of us, were killed. Not only that, we 
got them to come out of their houses and 
ruthlessly killed them and disgraced ilteir 
womenfolk. Many women agreed to come 


with us and wished us to take them, but we 
were out for revenge...This Indian 
government cannot last much longer. Wc 
will very soon conquer this and on the whole 
of India the flag of Pakistan will fly.” Or 
as the busineuman from Fort Sandeinan had 
it, “no one partimilarly cared those days 
whether they had killed someone or not 
killed her [him].” 

Amidst the moving account ofhis personal 
and family losses, andthe delirium anddeaih 
that were the mark of the time, it is the 
matter-of-fact tone of this last comment that 
is. to my mind, perhaps the most chilling 
feature of partition violence and the victim's 
memory of it. 
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Profit and Loss Account of the India Branches for 

on 31 March 1997 


the year ended 31 March 1997 


As on 

As on 


Year ended 

Year ended 


31J.I997 

3U,1996 


31J.1997 

313.1996 

SCHEDULE 

(Ba OM) 

(RsOOO) 

SCHEDULE 

(Rs 000) 

(Rf 000) 

CAPITAL AND LIABILITIES 



L INCOME 



Capital 1 

800,000 

590,000 

Interest earned 13 

5,969.935 

5,319,161 

Reserves and suiplus 2 

7,708,270 

6,734,556 

Other Income 14 

1,406,483 

1,340303 




TOTAL 

7376,418 

6359364 

Deposits 3 

45,272,545 

38,443,806 




Boirowings 4 

158,043 

2,832,845 

n. EXPENDITURE 



Other liabilities and 



Interest expended 15 

3.849,449 

3,022,560 

provisions 5 

4,785,544 

4,151,280 

Operating expenses 16 

1.630,225 

1,420,783 







TOTAL 

57,924,402 

52,162,487 

contingencies 17(8) 

1,011.918 

1.309,736 

ASSETS 



TOTAL 

6.491392 

5,753,079 

Cash and balances with 






Reserve Bank of India 6 

3.613,549 

4.851,082 

HI. PROFIT 



Balances with banks and 



Net profit for the year 

884,826 

906,485 

money at call and short 



Profit brought forward 

725,188 

1,643,401 

notice 7 

4,365 

2,478,522 







TOTAL 

1,610,014 

2349,886 

Investments 8 

18,604,775 

14,718,024 







IV. APPROPRIATIONS 



Advances 9 

22,192,301 

21,459,008 







Transfer to statutory reserves 

176.965 

181.297 

Fixed Assets 10 

4,005,356 

3,897.862 

Transfer from capital 






reserves 

(365) 

- 

Other Assets 11 

5,142,962 

4,757,989 

Transfer to capital 






reserves 

76.568 

1,643.401 

TOTAL 

57,924,402 

52,162,487 

Profit remitted to Head 






Office during the year 

- 

- 




Balance carried over to 



Contingent liabilities 12 

168,540,868 

140,199,961 

balance sheet 

1,356,846 

725,188 

Bills for Collection 

5,552,833 

2,493,157 

TOTAL 

1310,014 

2349386 

Notes fonning part of the 



Notes fonning part of the 



Financial Statements 17 



Financial Statements 17 



1 Schedules referred to herein form an integral part of the 

Schedules referred to herein form an integral part of the 




Profit and Loss Account. 




For BharatS Raut & Co. 
Chattered Aticoiintaatt 


Sd/- Sd/- Sd/- 

Balgp Swaminalhan A Adtakha D D J John 

Pattner Manager Financial Control Chief Executive Officer, India 

Mumhai: 27 June 1997 
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Tbc Honikong and Sbanglui Banking Corporation limited 
(Incorporated in Hong Kong with limii^ iiability) 


Schedules formlag part of the Balance Sheet ot the 
India Branches as on 31 March 1997 



At on 
31J.1997 
(Rs 000) 

At on 
313.1996 
(Rt 000) 


As on 
313.1997 

(RsM8) 

As on 
313.1996 
(Rs OM) 

SCHEDULE 1 - CAPITAL 



SCHEDULE 4 - BORROWINGS 



Amount of deposit kept with the 



1. Borrowings in India 



Reserve Bank of India under 



i) Reserve Bank of India 

- 

2.015.800 

Section 11(2) of the Banking 



ii) Other banks 

100.000 

781.608 

Regulation Act, 1949. 

800,000 

590.000 

iii) Other institutions and 

25300 

34.000 

TOTAL 

800,000 

590,000 

agencies 





125.500 


SCHEDULE 2 - RESERVES 






AND SURPLUS 



IL Borrowingi outside India 

32.543 

1,437 

L Statutory Reserve 



TOTAL 

158343 

2332345 

Opening Balance 

671.913 

490,616 




Additions during the year 

176.965 

181,297 

SCHEDULE 5-OTHER 




848,878 

671,913 

LIABILITIES AND 



n. Capital Reserves 



PROVISIONS 



Opening balance 

5,334,897 

1.218,494 

1. Bills payable 

1,457.837 

1.152369 

Movements during the year 



II. Imer-office adjustments 



Remittance from Head Office 



Branches in India (net) 

- 

- 

Transfer from Profit and 



III. Due 10 Head Office 

321.083 

140324 

Loss Account 


1,643,401 

IV. Interest accrued 

2.090.698 

1.844.459 

Transfer from Due to 



V. Others (including provisions) 

915,926 

1,014328 

Head Office 

- 

304,050 

TOTAL 

4,785344 

4,151380 

Revaluation of premises 

88.888 

2,168,952 




Appreciation in the value of 



SCHEDULE 6 - CASH AND 



Investments 

76,568 


BALANCES WITH RESERVE 



Transfer to Profit and 



BANK OF INDIA 



Loss Account 



1. Cash in hand (including 

139.107 

86.698 


5.499,988 

5.334,897 

foreign currency notes) 






11. Balances with Reserve Bank 



III. Revenue and other Reserves 

2.558 

2,558 

of India 



IV. BalaiH.*c in Profit and 



i) in Current Account 

3,474.442 

4.764384 

Loss Account 



TOTAL 

3313349 

4351302 

Opening Balance 

725,188 

1.643.401 




Transfer to Capital Reserve 

- 

(1,643,401) 

SCHEDULE 7 - BALANCES 



Transfer of Profit for the 



WITH BANKS AND 



year after appropriations 

631,658 

725,188 

MONEY AT CALL AND 




1,356,846 

725,188 

SHORT NOTICE 



TOTAL 

7.708^70 

6,734356 

L In India 






i) Balances with banks in 



SCHEDULE 3-DEPOSITS 



cunent accounts 

896,456 

. 376339 

A. L Demand Dspoaita 




896,456 

376339 

i) Prom banks 

126.127 

60,274 

ii) Money at call and short 



ii) Prom others 

11..303.740 

11.429,867 

7.876.714 

7.936.988 

notice with banks 

1,150,000 

- 

IL Savings Bank Deposits 

5.924.416 



I.IS0300 

- 

llLTcnn DeposUa 




2,046.456 

376339 

i) Prom banka 

- 

- 

n. Outside India 



ii) Prom others 

27.918.262 

25.414.985 

i) in current accounis 

1318,660 

2.101383 


27.918,262 

25,414,985 

ii) in other deposit accounb 

700343 

- 

TOTAL 

45472345 

383433M 


2319.003 


B. Pcpssiti of branches in India 

45472345 

38,4433N 

TOTAL 

43*M» 

[ 83IUB 
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Tbc Hongkong and SImn^ui Bonking Corporitlan Liadted 
(Incoiponted in Hong Kong with limited liability) 


SdMdnlea formiiif part ct the Balance Sheet of the 
India Braachca at on 31 March 1997 



As on 
31J.1997 
(KsOOO) 

As on 

314.1996 

(KsOOO) 

SCHEDULE 8 - INVESTMENTS 
(See Schedule 17 Note 2(d) 
and 4) 

A. Invcitnienla in India in 

i) Government lecuiities 

ii) Other a|i|in>ved lecuiitief 
hi) Shares - fully 

iv) Debentures and Bonds 

v) Subsidiaries and/or joint 
ventures - fully paid 

partly paid 

vi) Others 

12,683,929 

813448 

37451 

2,559,412 

1 

500 

2,510,334 

9,634.473 

998,959 

26488 

2,427,120 

500 

1.630.583 

TOTAL 

18,604,775 

14,7184124 

B. Gross value of investments 
in India 

Aggregate provisions for 
Dcpreciaticm 

18,642454 

(37479) 

14,950,903 

(232.879) 

Net Value 

18,604,775 

14,7184124 

SCHEDULE 9 - ADVANCES 
(See Schedule 17 Note 2(e)) 

A. i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 

iii) Term loans 

3,177,011 

5421,005 

13,494,285 

2,951,138 

6,265,334 

12,242,536 

TOTAL 

U,19231 


B. i) Secured by tangible assets 

ii) Covered by Banit/ 
Government Guarantees 

iii) Unsecured 

18,202,275 

1,871,442 

2.118484 

18.480,696 

1,080,679 

1.897.633 

TOTAL 

22.192401 

§1 

C. D Advances in India 

i) Priority Sectors 
(induditw export finance) 

ii) Public &ctor 

iii) Others 

5,372419 

5,004 

16.814.778 

5.560.121 

42,061 

15.856420 

TOTAL 

22.192401 

2U59408 

SCHEDULE 10-nXED 
ASSETS 

I. Premises 

(including Leasehold) 

Cost as at 1 April 1996 
including revaluation or 
cost taken over under the 
Scheme of Arrangement 
(See Schedule IT Note 3) 
Additions during the year 
Revaluation of Premises 

3,404,486 

36,774 

88.888 

1.213479 

21,955 

2.168.952 

Deductions during the year 

3.530,148 

(3418) 

3.404.486 

Accumulated depreciation 
to date 

3,526,630 

(28.237) 

Ullli 

(28.237) 


TOTAL 


3481451 


_i 




Asm 

314.1997 

(ReBM) 

Asms 

314.1996 

(KaOOO) 

n. Other Fixed Aacts 

(incfaiding ftxniture and fixtures) 
Cost u at 1 April 1996 
kiduding oixt uicen over under 
the Scheme of Arrangement 

1,232,884 

1,155,808 

Additkms during the year 

231,365 

102,094 


1.464.249 


Deductions during the year 

(65.717) 



1498432 

1432.885 

Accumulated depredation 
to date 

(891469) 

(716.074) 


(891,569) 

(716,074) 

TOTAL 

506463 

516411 

TOTAL 

44»5456 

3497462 

SCHEDULE ll-OTHE» 
ASSETS 

I. InterKiffice adjustments 
Branches in India (net) 



II. Due from Head Office 

- 

- 

in. Interest accrued 

715,459 

1.034467 

IV. Tax paid in advance/tax 
dedixhed at source (net) 

923461 

746,693 

V. Stationeiy and stamps 

21.405 

19,121 

VI. Items in course of collection 

1,659,026 

1428,708 

VII. Others 

1,823.711 

1,429,200 

TOTAL 


msMsm 

SCHEDULE 12 - CONTINGENT 
LIABILITIES 

, (See Schedule 17 Notes 4, 5 and 6) 
1. Qaims against the Bank not 
acknowledged as debts 
(induding indirect tax matters) 

1,099,364 

779.217 

11. Liability for partly paid 
investments 

500 

SOO 

III. Liability on account of 
outstanding foreign exchange 



contracts 
a) Forward 

148.081,575 

123.062492 

b) Cmtacy options 

22,267 

- 

IV. Guaramees given on behalf 
of constituenia 
a) In India 

6,644.105 

5,258,373 

b) Outside India 

3.713490 

3404408 

V. Acceptances, endonements 
and other obligations 

8478431 

7,105,165 

VI. Bills rediscounted 

183,689 

164404 

VII. Other items for which the 
bank is cootingentiy liabk 

115,447 

28402 

TOTAL 
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SCHEDULE 13 - INTEREST 
EARNED 

1. 

Inteiest/discount on 
advances/bills 

II. 

Income on investments 

UI. 

Interest on balances with 
Reserve Bank of India 
and other inter-bank funds 

IV 

Othen 


TOTAL 

SCHEDULE 14 - OTHER 
INCOME 

1. 

Commission, exchange 
and brokerage 

11. 

Profit on sale of 
investments (net) 

III. 

Lots on sale of land, 
buildings and other assets 
(net) 

IV. 

Profit on exchange 
transactions (net) 

V. 

Miscellaneous Income 


TOTAL 

SCHEDULE IS-INTEREST 
EXPENDED 

I. 

Interest on deposiu 

n. 

Interest on Reserve Bank 
of Indiafinter-bank 
borrowings 

HI. 

Othen 


TOTAL 


8S3,9I6 

9,560 

(5,002) 


627,050 

15,024 


679,750 

18,800 


lv406^ 1340^3 



V. Depreciation on fixed 
assets 

(See Schedule 17 
Note 2(0 (ii) and (iii)) 

VI. Indian Advisory 
Connmiltce Members' 
fees, allowances and 
expenses 

VII. Auditors’ fees and 
expenses 

VIII. Law Charges 

IX. Postage, Telegrams, 
Telephones, etc. 

X. Repairs and maintenance 

XI. Insurance 

XII. Head Office Charges 
Xni. Other espendilure 

TOTAL 


1.092 

757 

1 200 

1,100 

2,145 

2,473 

i 

95,906 

71.712 

70,821 

70,802 

21.076 

30,924 

180.859 

140324 

2S0.6S4 

220334 


1,428,10 
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The Hon^oiif and Shanghai Banking Corpo rat ion Llniited 
Oncotporaied in Hong Kong with limited Ikbility) 


SCHEDULE 17 

NOTES FORMING PART OF THE FINANCUL STATEMENTS OF THE INDIA BRANCHES FOR THE YEAR 
ENDED 31 MARCH 1997 

1. Basis of preparation 

(a) The financial statements for the year ended 31 March 1997 comprise the accounts of the India Branches of 
The Hongkong and Shanghai Banking Corporation Limited (‘the Bank’), which is incorporated and 
registered in Hong Kong. The Bank’s ultimate holding company is HSBC Holdings pic, which is 
incorporated in Great Britain and registered in England and Wales. 

(b) The financial statements are prepared under the historical cost convention u modified by the revaluation of 
premises, and in accordance with the generally accepted accounting principles and the statutory provisions 
and practices prevailing within the banking industry in India. 

2. Principal Accounting Policies 

(a) Income recognition 

Interest income is recognised in the profit and loss account as it accrues, except in the case of interest on doubtful 
debts. Interest on doubtful debts is credited to a suspense account which is netted in die balance sheet agaiiiai the 
relevant balances and not recognised in the profit and loss accoUht until received. 

Fm income is accounted for in the period when receivable, except where the fee it charged to cover the cost of a 
continuing service to, or risk borne for, the customer, or is interest in nature. In these cases, the fee is recognised 
on an appropriate basis over the relevant period. 

(b) Transactions involving foreign exchange 

(i) Assets and liabilities denominated in foreign currencies are translated into Indian Rupees at the rates of 
exchange notified by the Foreign Exchange Dealers Association of India (^FEDAI’O at the year end, 
except for those foreign currency non-resident deposits eligible for conversion with the Reserve Bank 
of India (“RBI"), which are translated at the notional rates applicable to these deposiu. 

(ii) Revenues and expenses are translated at the rates prevailing on the transactkin date. 

Tiii) Outstanding foreign exchange contracts are revalu^ at the forward exchange rate notified by FEDAI at the 
year end and the resultant gain or loss it included in the Profit and Loss Account 

(c) Staff retirement benefits 

Provision for retirement beneEts in respect of pension and gratuity funds is made based on actuarial valuatioas 
conducted by a qualified actuary. 

(d) Securities 

(i) All securities, which cover both debt and equity securities, are classified as current securities and are valued at 
the lower of cost and market value in aggregate for each category of investment in compliance with RBI 
requirements. 

(ii) Market value is determined in accordance with the RBI circular DBOD No. BP.BC 3(y21.04.048/97 dated 
9 April 1997. Quoted securities are valued based on market quotations. Unquoted securities are valiMd by 
reference to the yield to maturity as prescribed by the RBI. 

(e) Advances 

Advances are staled net of provision'for doubtful advances and interest in suspense. Specific provision is 
made for doubtful advances as and when they are so considered, based on a periodic review and in line 
with the provisioning guidelines issued by the RBI. When there is no longer any realistic prospect of 
recovery, the outstanding advance is written off. 

(0 Fixed assets 

(i) Fixed assets are stated at historical cost less accumulated deprecta{ion, with the exception of premises which 
are stated at vaJuation or cost less accumulated depreciation. 

(ii) Premises are revalued by professionally qualified valuen with sufficient regularity to ensure that the net 
carrying amoum does not differ materially from the fair value. The surjdus arising on revalualioa is 
transferred to the ’Capital Reserve’ account. 

(iii) Depreciation is calculated to write off the asseu over their estimated useful lives on a straight line besis as 
follows: 

- Pieeboki land is not depreciated. 

' Premises are depreciated at 2% per annum. ^ 

- Other fixed assets arc depteciat^ at 20% per annum. 

3. Fixed assets 

(a) The most recent revaluation of the freehold premises was crmducted in December 1998 and the Bank 
revalued its owned freehold premises by Rs. 89 million based on independent professional valuations. 

(b) Certain premises acquired under a Scheme of Arrangement are held In the name of Hongkong Bank 
(Agency) Private Limited, a wholly owned subsidiary, for the benefit of the Bank. Accordingly, theae 

_premiiei have been treated ss assets of the Bank in these financul saf em en t s._ 
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4. Socaridei 

(a) Sacaiiliai Indode iecari)>ei of R*. 34 nrilUon which have not beea tranifemd to the Bank’s name. The Bank 
had filed an affidavit with the Cosiodiaa under the Special Coun Ofdinance, 1992 who hu niied that the 
Bank is entitled to get the said bonds irantfened to and r^isteied in its name and that the Bank it entitled 
to the fauarest thereon. 

(b) Then an ceitain securities transactions currently in dispute with the Bank involving an aggregate sum 
(Including interest) of Rs. 331 million (Previous year R^ 331 millicm) which are not acknowledged as debts 
by the Bank. In addition, the consequential tax i^licatioos of the above transactions remain unclear. The 
Bank has defended its position by filing a counter claim. On the basis of legal advice received, 
management does not expect any loss to the Bank. 

5. Other assets 

The Bank bolds a valid Banker’s Receipt for 110,760 Canstock Units of face value Rs 100/- each which have 
not beea physically delivered by the counterparty pending settlement of an unresolved issue. Included under 
contingent liabilities, in respect of securities transactions with the same counterparty. The units were redeemed 
and the proceeds due at redemption are included in Other Assets pending scttlemem of the dispute. In Febntary 
1996, the Bank filed a suit against the counterparty to recover the assets/amount with interest, covered by the 
said Banker’s Receifn. 

6. Taxation 

Tax liabilities in respect of Mercantile Bank Limited taken over by the India Branches relating to the 
assessment years 1974-75 to 1983-84 and those in respect of the Baiik for assessment years 1984-83 to 1991-92 are 
pending final outcome of the tax assessments/appeals fiM by the Bank/Tax authorities. The arnotmt of liability is not 
ascertainable. In respect of asseument year 1992-93 and 1993-94 there is a contingent liability of approximately 
Rt- 427 million which it presently in appeal. Management consider that adequate provision hsit been made for 
tax liabilities relating to the above o^ssment years. 

7. Capital adequacy ratio 

The Bank’s capital adequacy ratio, calculated in accordance with the RBI guidelines, it as follows; 



As on 

As on 


31.3.1997 

31.3.1996 


(Rs 000) 

(RsOOO) 

Her 1 capital 

3.033,156 

2.879391 

Tier 2 capital 

1,527,748 

Ml 1345 

Total capital 

4.560,904 

4391.036 

Total risk weighted assets and contingents 

38.299.230 

jo.637333 

Capital ratios 

Tier 1 capital 

7.92% 

7.86% 

Total capital 

11.91% 

11.71% 

Provisions and Contingencies 

Ai on 

As on 


31 Mwch 97 

31 March 96 


(RaOOO) 

(RsQOO) 

Provision for taxsSkm 

1.049,724 

971366 

Appreciation in the value of Investments 

(212.689) 

- 

Depreciation in the value of Investmenu 

17389 

I2834S 

HmvMon for bed & doubfiil debts 

152^ 

173.961 

Others 

S4no 

33,464 


1,0113IS 

1309.736 


Of the Rs 212 million of s^predatiaa on inv est men t s, an amount of Rs. 117 millioa is incl ud e d wiitiin pravisiaa for 
mvwtrai nd the amoum (Rs. 93 millioo) has been appoitioaed to Statutory Reserve (Rs. 19 mOlioa) and 
Captud Reserve (Rs. 76 millioa). 

9. NoA-Herfoming Asaels (NRAs) 

Tte pereenu^ of net NPAs to net advances was 1.79% as at 31 Match 1997. 

10. Cdoperalive figures 

CailHn co aymatlve figures have beeu ledaeslfled to oonAitv with the canent year's p r esemmio n 
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Aaditon’ Report on ^ Financial Statements of The Hongkong and Shanghai 
Banking Corporation Limited - India Branches under Section 30 
of the Banking Regulation Act, 1949 

We have audited the Balance Sheet of the India Branches of The Hongkong and Shanghai Banking 
Corporation Limited (incoqMrated in Hong Kong with limited liability) (“the Bank”) as at 31 March 
1997 and the related Profit and Loss Account for the year then ended. We have obtained all the 
information and explanations which, to the best of our knowledge and belief, were necessary for the 
purposes of our audit and have found them to be satisfactory. 

In acomdance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the 
provisions of sub-sections (1), (2) and (S) of Section 211 and sub-section (S) of Section 227 of the 
Companies Act, 1956, the financial statements are not required to be, and are not drawn up, in 
accordance with Schedule VI of the Companies Act, 1936. The financial statements arc therefore 
drawn up in conformity with Forms A and B (reyised) of the Third Schedule to the Banking 
ReguUoion Act, 1949. 

In our opinion, the financial statements give a true and fair view of the sutc of affairs of the Bank as 
at 31 Much 1997 and of its profit for the yeu then ended. 

We further report that: 

(a) the Hnancial statements are in agreement with the books of account and give the information required 
by the Companies Act, 1956, in the manner so required for banking companies; 

(b) the Bank has maintained proper books of account as required by law insofar as appears from our 
examination of those books; 

(c) the returns received from the branches of the Bank have been found adequate for the purposes of our 
audit; and 

(d) the transactions which have come to our notice have been within the powers of the Bank. 

For Bharat S Raut A Co. 
Chartered Accountants 

Sd/- 

'* Balaji SwaminUhan 

Partner 

Mumbai: 27 June 1997 
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Why Don’t Children Complete Primary School? 

A Case Study of a Low-Income Neighbourhood in Delhi 

Rnkmini Bancrji 

On the basis of a study in a low-income urban locality on the outskirts of Delhi as a case-study, the article 
explores factors to be heeded if universalisation of primary education is to become a reality. The author argues 
for a focus on local conditions affecting schooling such as allocation and use of resources, and teaching-learning 
processes in the classroom - without knowledge of which the effectiveness of national or regional policies can 
getdilutedi Further, the article asksfor a shift from ‘school-effects' to ‘teacher-effects’ in understanding differences 
in survival rates of children within a school. 


IN India, as in many other countries of 
Africa and South America, policy statements 
since the late 1980s have increasingly 
emphasised “universal primary education” 
(UPE). As far as chi idren are concerned, this 
goal implies that all school-age children 
must successfully complete the primary stage 
and acquire basic literacy and numeracy 
skills [Lockheed and Verspoor 1991, 
Colclough 1993, Verghese 1994], Can UPE 
become arealily i n the current Indian context? 
This paper is an attempt to get a better 
understandinf! of the obstacles that impede 
UPE from being achieved in the case of one 
low-income urban locality in India. 

Unlike in much of rural India, in mu.st 
Indian cities, primary schools arc accessible 
and the majority ofchildren of primary school 
age are enrolled in a formal school at some 
time. Yet.asigniricanI proportion of children 
do not manage to reach Std S or complete 
primary schooling. TheofTicial estimates, of 
children who do not survive through primary 
school, are often thought to be misleading 
and inaccurate [Dreze and Sen 1995). But 
even these ofTicial figures indicate a dismal 
record of primary school completion. Based 
on government sources, the Human 
Develo/imenlReport 1994 stales that in India, 
of 10 children starling school in Std I. more 
than four will not complete primary school. 
Thus, even ‘optimistic’ official figures cite 
a 60 per cent primary school survival rale 
among Indian children. 

This article attempts to investigate why 
children in one poor urban neighbourhood 
in Delhi do not complete or do not survive 
through the primary stage. The analysis is 
based on secondary data from the education 
system's own records; supplemented with 
information collected from a comprehensive 
survey of govemmem and non-government 
primary schools in this locality, and with 
data from interviews with teachers, pri ncipals 
and a small sample of parents. 

The aiticle is organised in seven sections. 
Pint,questions moti valing the paper, os well 
the design ofthe study, are laid out. Second 
section details about the site and in third 
section there is discuuion of data issues. In 


fourthsectionldescri bepauemsof children’s 
survival through primary school. Fifth section 
outlines teachers’ perceptions and parents’ 
views regarding the influence ofhome factors 
on children’s educational outcomes. Sixth 
section is a discussion of how school inputs 
and school organisation affect children’s 
survival through primary school. Lastly, 1 
suggest some promising directions for future 
research. 

Research Questions ano Design of 
THE Study 

The concept ofUPEcan be unpacked into 
many component elements. One key 
componentiscnsuringthol all children attend 
school continuously through the pnmary 
stage. In this paper, I concentrate primarily 
on this aspect: survival of children through 
the primary school stage. I referio survival’ 
and 'retention' interchangeably. Both terms 
refer to the basic process of attending school 
continuously from the start of the formal 
schooling in Std 1 till Std S. the last grade 
inprimary school. Iprefer the word ‘survival’ 
to the term ‘retention’ because ’survival’ 
explicitly draws attention to the uphill 
struggle that many Indian children, families 
and schools have to face in order for boys 
and girls to slay on in the school system for 
five years. 

Educators claim that to acquire literacy 
permanently, children need to be in school 
continuously at least through the elementary 
stage. Furlbcr, unless a child successfully 
completes the first five years of schooling, 
she or he can not hopelo gel further education. 
Therefore, ensuring that all children of 
primary school age are enrolled, and attend 
school cominuously from Std I to Std S, is 
the first step in universalising primary 
education. 

This paper is essentially an exploratory 
one: my aim here is lodefine a large territory 
and describethelandscapc, so that subsequent 
studies can dig deeper on specific issues. A 
basic set of imerrclaled questions motivate 
this effort: (I) what patterns characterise 
survival or retention for boys and girls 
through primary school?; (21 to what extent 


do home factors influence children’s pro g ne ss 
through the school system? and (3) what 
aspects of school inputs and resources, 
school organisation and functioning teem 
relevant to the discussion of primary 
school survival? 

Much of the empincal resean^ on primary 
education in India is based eithcron aggregate 
statistics or survey data. Typically, these 
studies investigate national, state, regional 
or district level differences in patterns of 
schooling. The few school ethnographies 
that exist concentrate on individual schools 
[for example Thapan 1991], Among 
published papers it is rare to find a project 
that studies a cross-section of schools while 
paying some attention to the local context 
in which they arc located ' 

The broad structural context as well m 
local conditioiu influencing schooling, I have 
adopted a case-study approach. This design 
seems the most appropriate one for trying 
to understand why children do not finish 
primary school. Although the main focus of 
the paper is on schools in one urban 
neighbourhood. 1 have attempted to locate 
the neighbourhood in thebruodcreducaiioiul 
landscape of the cit;. as a whole. The case 
study approach allows me to combine 
information from secondary sources and 
surveys with interview and ubservaiiooai 
data. By concentrating on one locality, I am 
able to hold constant, some of the aocio- 
ecunomic and demographic variaticm at the 
community and household level. The cluster 
of schools (hat are the subject of this artide 
are all pan of the same sdwoi district, and 
are subject to the same administrative and 
bureaucratic rules and allocaiions.’Therefoic, 
I can focus shandy on thefollowingquestion: 
among schools and households that share 
similar constraints, why are some more 
successful in helping children get through 
primary school stage? 

Data collection had the following 
elemenu:- 

(1) Enrolment figures for the antin 
citywide muMcipal school syalare, far 
(he zone, and for all mniiicipat pilreitj 
schools in the locality were ooHneud 


am 
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covemi a amder of topics sac/t as tie 
ffvhkms dut they faced in their work in 
poor urban school*, their aoiious of school 
quality. awl (heir ktenuTicaiion of the neetb 
and priorines for their school. 

(4) A small random sample of households 
were surveyed (r= 80). This survey wai 
designed to collect household demographic 
iafoniuiionfiompaiviitsofpriRwrysciraol 
age children, as well os data on household 
expenditines on education, and choice of 
schools. 

(S) Semi-structured interviews with parents 
of primary school age children (n=80) to 
elicit their evaluation of the education 
■heir children wete receiving and to collect 
details of their decision-making with regard 
to education. 


‘jiuggt sectm. ispoptdmimoitfyfyacm 

migraiHs to the city. The adults, iachid^ 
women, work kx^ houn, often far aw^ 
from honw, as domestic help, coostiuction 
wotken and day tabouiers. These families 
are among the poorest in the area, and this 
section of the neighbourhood is also the 
fastest growing. Most women are illiterate 
and men have little or no schooling. 

Data Issues 

Understanding why a large fraction of 
urban children do not complete primary 
school is a challenging task. In Delhi’s 
municipal school system, as in many other 
cities, promotion from one grade to another 





i^watoalmedoinlieaiBeofaooiion 
ai it moves through the primaiy Khool years. 
Essentially, the size of the eohoit staiting 
in Std I in a given year is compared to the 
size of the same cohort in succeeding years 
at the subsequent grade ievds. For example, 
if lOOchildien were enrolled in Std 1 in 1990 
in a particular school, and 60 childreti were 
enrolled in Std 5 in I99S, then the survival 
rate for this cohort at school A is calculated 
to be 60 per cent. 

Why would there be a decrease in the size 
of a cohort? The obvious answer is that 
children dropoutof school before completing 
Std S. However, given the available data, 
there could be several other reasons 


Since this project represents the first step 
inexploringissucsinprimary school survival 
in a low-income urban selling, this paper is 
very much a working paper. The work is ‘in¬ 
progress' in terms of conceptualisation, 
measurement and design. But, hopefully this 
’mid-stream’ repon will be valuable for 
generating more focused questions, for 
figuring out which hunches to follow, and 
for bringing up critical issues fordiscussion. 

The Site 

For this case study, I chose‘Gandhi Nagar’ 
a low-income locality on the edge of the 
Delhi metropolitan as the site for a closer 
investigation.' This neighbourhood is 
commonly referred to as a ‘resettlement 
colony’, and is one of many resettlement 
colonies that circle the capital of India.'* 
Gandhi Nagar covers an area of about nine 
Mifian kilometres and has a total population 
of about 232,000residents who live in47,000 
households (Sakshaita Samiti, 1992). 

The neighbouihood is densely populated; 
there are at least two distinct sulvlocalities 
within its boundaries. The section that has 
permanent housing, was settled in the mid- 
1970s, and reflects a concerted urban 
planning and city development effort. The 
layout of the permanent colony is like a grid, 
with smaller alleys running off the main 
arterial toads. These tsagreat deal of variation 
in physical characteristics of the permanent 
structures. Some houses are well plastered 
and painted, while other homes are primiti ve 
inside. Sadie people who live in these 
p ermanent hoaetaf cakMles are relatively 
wdl-off.ieodlotuva irieriedjohi eropetete 


Table I; Exeamsion ofthb Delhi Pumabv School System 


Total Populolion 
in Delhi Metro 
Area 

Year 

Number of 
Primary 

Schools (MCD) 

EiHolmeiU in 
MCD 
Primary 
Schools 

Total Number 
ofTeachen in 
MCD Primary 
Schools 

Total Number 
of Primary 
Schools 
(MCO^Oihen) 


1960-61 

644 

202,421 

6961 



1961-62 

706 

245,397 

836) 



1962-63 

763 

268,050 

9390 



1963-64 

778 

279,460 

10463 



1964-65 

765 

269.013 

11391 



1965-66 

765 

212,048 

12222 



1966-67 

794 

327,930 

■ 3198 



1967-68 

803 

339,191 

13384 



1968-69 

802 

344.232 

13600 



1969-70 

815 

331.024 

13800 



1970-71 

1230 

354.914 

11166 



1971-72 

1280 

367,662 

11304 



1972-73 

1335 

388.471 

11789 


4,473.618 

1973-74 

1392 

400,161 

12416 

1533 

4,667,819 

1974-75 

1442 

408.934 

12934 

1582 

4.870.449 

1975-76 

1442 

400.137 

13324 

1517 

5.081.876 

1976-77 

1436 

414,853 

13787 

1610 

5.302,480 

1977-78 

1421 

431,724 

13684 

1614 

5,532,661 

1978-79 

1457 

458.665 

14037 

1620 

5.772.835 

1979-80 

1497 

473.438 

14483 

1677 

6,023.434 

1980-81 

1533 

500,046 

14693 

1726 

6.220,406 

1981-82 

1512 

301,000 

IS29I 

1738 

6.557,740 

1982-83 

1508 

516,226 

15502 

1731 

6,842,412 

1983-84 

1316 

533.263 

15613 

1743 

7.139.442 

1984-85 

1322 

528,763 

15731 

1797 

7,449,366 

1985-86 

1546 

549,142 

17076 

1827 

7.772.743 

1986-87 




1832 

7,935.000 

1987-88 




1797 

8.230.500 

1988-89 

1584 * 



1807 

8.575.300 

1989-90 

1595 



1837 

8,910.000 

1990-91 

1674 



I8S0 

9,420.000 

1991-92 

1720 



1911 

9.891,000 

1992-93 

1730 



2072 


Stmreet: Vihkagiya Atmkn (SUksha Vibhag - Ek Niuar k4tim) 1985-86. Delhi Nagar Nigam; 
Shdesha Vibhag - Anu s a iKBi an Annbhag. 1986, (pp 6^65), EdmMUmal Statlukt at a 
GUmet 1992-93, (p 3). 


tiittovwr 
,^^AI^hough 
' -^-rH't^tenuinber 

,£ rfifldfm could leave ihe 
idiool lyitBfflaiideiirDl inprivate 
In the ci^. Apin, although such 
occiiiTeneesiiiaybe(requent,theirinagmtude 
is unlikely to be laige. Enrolnent in the 
private primaiy school sector-is a small 
fraction of that in the goveniment municipal 
school sector. Table 1 indicates that in 
1992-93, there were approximately l,7S0 
municipal primary schools in Delhi and 
about 322 private primary schools. Thus, 
transfer to private schools cannot alone 
account for the magnitude of the decline 
in the size of the cohort that moves through 
the municipal primary xhooi system. Third, 
at the level of the city, children who move 
between schools in the same school system 
are accounted for. But, this becomes a 
potentially important issue when we look at 
cohorts in one zone or one neighbourhood. 
Fourth, the calculation of primary school 
survival rates in Delhi's municipal school 
system does not control for new entrants 
from elsewhere into the system or for 
those who leave Delhi. Fifth, it is also 
conceivable that Std I enrolment data is 
inflated for a variety of reasons. Therefore, 
some fraction of the decline in cohort size 
may be artificially driven by data 
distortions. 

Nonetheless, it is likely that drop-outs are 
the biggest reason for the decline in cohort 
size. Drop-outs refer to children who leave 
the education system, and do not return to 
formal schools. But given the nature of the 
available data, however. I cannot distinguish 
between the true drop-outs and the other 
leakages from the system, that have been 
described above. Therefore, the trends 
presented here are meant to provide a 
suggestive portrait of survival patterns, and 
should not tw interpreted as apiecisc estimate 
of primary school drop-out rates. 

Finch NOS 

Table 1 describes the growthof Ihe primary 
school sector in the Delhi metropolitan area 
over the last 33 years. Enrolment in the MCD 
primary schools has practically tripled 
between I960 and 1993. The number of 
prinuuy schools and teachers in 1993 is 
roughly three times the number in I960. 

analysis of prinuuy school survival 
tales reveals three distinct patterns: 

(1) Tbe size of each cohort decreases at the 
cohoft moves through the primary grades 
from Std I to Std 3. This is true citywide 
in MCD schools, and it is clearly visible in 
OanrlW Nagar - the locality that it the focus 
of this study. 

(2) There it a great deal of variation in 




idiiodb it QaadW Nigar. 
(3yyberelicoasMiiralilevariathmk>priBiaiy 
school sonrivalfitesbetiweBoalMits In tbe 
suae eehool in Oandhi Nagar. 

DemMuu M collmri ifze: Despite increasing 
enrolments at all grade levels, survival 
through the primary school remainsaproblem 
in Delhi. Even a tpiick look at dtyuride data 
reveals this decline (Table 2). For example, 
of the cohort of boys that started in Std 1 
in 1990, approximately 13 per cent have left 
the system by the time the cohort reaches 
Std 3 two years later. Figures also suggest 
that the citywide decline in cohort survival 
between Std 1 and Std 2 is steeper than 
between any subsequent grades in primary 
school. Although the absolute numbers of 
students that survive each grade is larger 
than the previous year, (he rate of decline 
looks fairly similar across the different 
cohorts in ihe city. 

Data from the zone in which Gandhi Nagar 
is located also suggest that between a quarter 
and a third of each cohort that begins school 


1m M l-iiow oM'M ili h 
the OwdU Nagir Khooto. At Hem* 
aurvlvil nrie fbr fMs CM) dip as hw 
per cent; wheraas the figure for buys is 
around 74 per cent CTaUe 4). Here too, iM 
decline in enrohneat between Sid I aadSid 
2 is sharp. 

Both citywide and zonal figures inficaM 
substantial declines in cohort size is the 
early gradet.Thisphenomenon ispaiticuiady 
puzzling. Is this decline caused merely by 

Table 4 s: Su? vival Rate Tmoutm PaniAav 
Stage roa Cqhcwt that Stakted Std 1 m I9M 
(Ganom Naga* Muniofal Schools. 1989-93) 

Yew 


Mcwi Swvival Rale* 
Cuts Boys 


1989 

• 

100.0 

100.0 

1990 


87.7 

89.6 

J99) 


81.6 

83.1 

1992 


74.7 

80.4 

1993 


63.7 

73.8 


Note: * Per cent of Ihe cohort that ttwied Sid I 
in 1989 

Source: MCD schools enrollment data 1989-93. 


TAau 2: SuaviVAL THaoucH the Pmmaey Stage in Delhi Municifal Schools. 1989-1992 


Yew in which 
the Cuhon 
Slorted Std 1 

Sire of Cohort or 
Eitfolmeni in 

Std 1 

Percentage of 
Cohort Surviving 
to Std 2 

Percentage of 
Cohort Surviving 
to Std 3 

Perctiuage of 
Cohort Sunriviag 
ioSidi 

Boys 

1989 

82298 

91.3 

86.5 

84.7 

1990 

89427 

902 

84.8 

- 

1991 

94850 

86 1 


- 

Giria 

1989 

82347 

90.5 

83.7 

79.4 

1990 

90088 

89.4 

84.9 

• 

1991 

94114 

88.5 

- 

- 


Note: This table shows the percentage of the cohort starling in Std I that survives to i 
grades in successive years. 

Source: MCD city-wide enrolment data 1989-92 

TAXLE 3' Sua vivAL Thaodoh PaiMASY Stage in Delhi MuNicir al Schools 1989-93 (Zone in Wiecn 

Gandhi Nacae is Located) 


Enrolment Level and 

Boys 

Boys 

Ctdt 

CMa 

Primary School Survival Rale 

Cohort 

Cohort Thai 

Cohort Thai 

Cohort Thoa 

Started Std 1 

Started Std 1 

Started in 

Stanedin 


in 1989 

m 1990 

Std 1 in 1989 

Sid 1 in IMO 

Enrolment in Std 1 

10.147 

11.479 

9.729 

11,196 

Per cent of cohort that survives till Sid 2 

900 

91.7 

88.7 

■5.8 

Per cent of cohort that survives till Std 3 

85.2 

82.4 

81.0 

•0.4 

Per cent of cohort that survives till Std 4 

81.6 

75.6 

75.3 

74.9 

Per cent of cohort that smvives till Sid 3 

75.6 

71.4 

68.2 

66J 


Source: MCD Zonal enrollmenl data 1989-94. 

Taele 4a: Vaeiahon in Soevival Rates Dueinc Std 1 a.nd Between Std I and Std 2 
(Selected Sample, Gandhi Nagv, MCD Schools) 


School id 


Boys/Girls 


EnrolmeM in 
Std I 

(August 1994) 


Enrolment in 
Std I 

(March 1993) 


Sld2 

(A«igwtl993) 


1 

Co-ed 

165(100) 

132(10.0) 

150(90.9) 

2 

Co-ed 

162(100) 

147 (90.7) 

142(87.0 

3 

Boys 

77(100) 

46(59.7) 

58 053) 

10 

Boys 

173(100) 

164(94.8) 

167(963) 

M 

Boys 

100(100) 

79(79.0) 

•0(8M) 

31 

GirU 

152(100) 

142(93.4) 

I20O9LO 
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disioftions in the data or are there teal 
underlying causes? The coniinon explanation 
for why children leave school hinges on 
poverty in the family. It is often argued that 
the high opportunity cost of children’s time 
in poor families leads children to leave school 
to seek work. However, the opportunity cost 
of children’s time ought to increase with age; 
a 12-year old child can be much more useful 
doing household chotesor engaged in market 
work than a six-year old child. Therefore, 
it is not clear why a higher percentage of 
Std I and Std 2 children leave school as 
compared to those in Std 4 or 5. 

Primary school survival patterns at the 
level of the city and the zone provide the 
background withi n which to examine survival 
trends in Gandhi Nagar schools. There are 
3S primary schools in Gandhi Nagarthat are 
under municipuljurisdict ion; approximately, 
23,000 children are oiTicially enrolled in 
these schools. Roughly half of these arc 
boys’ schools and the rest arc girls’ schools. 
In Gandhi Nagar, as in most municipal 
schools across the city, each school building 
operates in two shifts. Girls attend school 
in the morning session and the boys’ session 
is in the afternoon. Typically there arc only 
women teachers in the girls' schools and the 
boys’ schools have mostly men as teachers. 

Table 5 tracks the progress of the cohort 
of children that started Std I in 1989 in the 
Gandhi Nagar municipal pnmary school 
system. BY 1993, this cohort should have 
reached Std S. In this neighbourhood, the 
mean survival rateofthe 1989 cohort of boys 
is approximately 74 per cent, whereas on 
average, a little over 63 per cent of girls in 
the same cohort survive until Std S. it is 
worth noting that the mean survival rates for 
bpys and girls of the 1989 cohort are quite 
similaruntil Std 3 (about age 8 or 9). However, 
in the next two years, boys’ experience 
appearstobe.quitedifrerentfrumihator girls, 
girls’ survi val rate drops sharply whereas the 
boys’ trend remains relatively flat. 
Variation in primary school sun’ival rates 
across schools: For the cohort that started 
formal schooling in 1989, the mean survival 
rate for boys is 74 per cent, and for girls is 
63 per cent. However, there is considerable 
variation across schools in the colony 
(Table 3). The size of the cohort drops less 
than 10 per cem (eg, school numbers 8,13, 
33) in some schools, while m other schools 
this number can be close to 30 per cent (e g, 
school 1, 2, 21, 27). This variation is 
particularly interesting since the children 
live in the same low-income neighbourhood. 
In fact, our estimates of family income and 
expenditures indicate that the variation in 
household economic circumstances is 
relatively low. Although household size and 
consequently per capita expenditures within 
the household must vary, there is really no 
correlation in household size between 


schools. Again, the household poverty 
explanation does not provide a compelling 
explanation of variations in school-level 
survival rates. 

There ate schools in Gandhi Nagar that 
are in the same building (girls attend in the 
morning and boys attend in the afternoon) 
and that draw children from the exact same 
households tsisters attend in the morning 
and brothers in the afternoon), but their 
survival rates ore quite different. This 
suggests that a large part of the explanation 
for children's poor educational perfotmance 
must lie within the schools. 

Variation in primary school survival rales 
between cohorts in the same school: The 
cohort that started school in 1989 is the only 
one for which we currently have data for five 
years, i e, for the entire primary school stage. 
However, for cohorts that entered school in 
the next few years, we have enrolment data 
that can be used to explore survival rales till 
Std 3. Tracking different cohorts within the 
same school reveals some surprising 
differences in survival rales within each 
school (Tables 6 and 7). For example, in 
school 6, 68 per cent of boys who started 
school in 1989 survive till Std 3. But for the 
next two cohorts in the same school, the 
survival rate is 85 per cent and 92 per cent, 
respectively. In school 16, survival per¬ 
centages fluctuate by 10 or more percentage 
points fur each cohort when compared to the 
previous cohort.’ 

Perhaps, this variation within schools can 
be blamed on the quality of data and on 
problems with measuring enrolment. Still, 
this finding warrants a closer look at what 
is happening within each school. The school- 
level differences in survival rates suggests 
that some schools do a better job than others 


at retaining children through the primary 
stage. However, cohort exfx^encet auggeit 
that there may be significant inlra-school 
forces at work that enable some cohorts to 
survive primary school more successfully 
than others in the same school. 

Typically, studies of school effectiveness 
focus on school level resources and processes 
to understand why experiences of children 
vary across schools. The data here highlight 
the fact that within-school Influences are 
also worthy of closer scrutiny. In particular, 
the role of individual teachen may be 
especially crucial. 

Correlates of Primary Sokxx. Survival; 

Home Factors 

Home factors - Teachers' beliefs: Although 
most children of ori mary school age in Gandhi 
Nagar have be-:n enrolled in school at some 
point, our datasuggests that rcUuning children 
continuously from Std 1 to Std 3 is difficult. 
As part of the Gandhi Nagar primary school 
study, teachers were asked why children did 
not survive till the end of the primary stage. 
Teacher interviews suggested several 
probable causes for the discontinuous 
schooling experience of many children in 
the neighbourhood. First, many families are 
relatively new migrants to the city; they 
retain strong social, kinship and economic 
ties to their original villages. Teachers 
claimed that families visit relatives in the 
village for festivals and family functions, 
often for long periods of time. Households 
also return to the village when they face 
economic hardships in the city. These long 
absences from the city cause disruptions in 
the school careers of their children. When 
students return after these long absences, 
they are well behind the rest of their class- 


Tablc .S; SuRVfVAL Through Primary Stagi: in Munkital Schools (Ganohi Nagar Cohort that 

Starteu Sto I IN 1989) 


School id 

Survival Till Std 5 of Boys 
Who Started Sid I in 1989 
(Percentages) 

School id 

Survival Till Std 5 of Girls 
Who Surted Std 1 in 1989 
(Percentages) 

1 

61.3 

1 

55.4 

2 

61 8 

2 

44.8 

3 

.39.8 

5 

- 

4 

77.7 

18 

88.4 

5 

- 

19 

62.9 

6 

53.5 

20 

61.6 

7 

48.7 

21 

54.2 

8 

89.1 

23 

62.0 

9 

75.2 

24 

60.0 

10 

62.4 

25 

53.3 

II 

72.1 

26 

65.8 

12 

72.4 , 

27 

42.1 

t3 

96.3 

28 

71.8 

14 

77.1 

29 

.56.4 

13 

79.4 

30 

59.2 

16 

81.6 

31 

71.3 

17 

83 4 

32 

60.4 

34 

78.1 

33 

97.0 

.35 

67.0 

.35 

to.o 


Source: MCD schools enrollment dau 1989-93. 



mate* Id ichool-woik. If the abaence hai 
been too long, name* are itrock off the roll* 
leading to greater delays. Re-enrotment take 
time because it involves a great deal of 
running around as well as paperwork. 

A second possible cause for low survival 
in the primaiy stage, at least according to 
teachen, is linked to children’s work. A 
child may attend school irregularly or drop¬ 
out because she/he is required to work either 
in the market to suppoiit the family, or in 
the home providing supervision and care for 
younger siblings. 

Third, a large fraction of mothers, 
especially in the poorer families, work tong 
hours. Mothers are absent from the home for 
long periods of time, and there is no extended 
family to provide support for children. 
Therefore, teachers argue many households 
do not have adults who can monitor the 
progress of children in school or keep track 
of whether children attend school regularly 
or not. 

Fourth, teachers pointed out that the 
children of migrant labourers are particularly 
vulnerable. Not only are these parents arc 
among the poorest in the urban population, 
but their household itKome is also variable. 
Further, the frequency with which these 
families have to move, in order to find work, 
poses enormous constraints for their 
children's school attendance. 

A primary school drop-out survey was 
conducted by the MCD administration in the 
late 1980s, and administered by primary 
school teachers. It concluded that poveny 
and parental disinterest were the two mam 
reasons for children not continuing through 
, primary school." 

Home factors - parents’ perceptions: 
Interestingly, parents of primary school 
children hold completely opposing views 
than thq;sc. proposed by teachers in the 
neighbourhood. Policy-makers and 
researchers who study the drop-out 
phenomenon at a more aggregate level, 
usually suggest that household factors are 
responsible for children leaving school. At 
the local level,teachers share these sentiments 
and blame forces in the family forchildren’s 
pour performance in school. 

However, evidence from t he Gandhi Nagar 
households shows that virtually all parents 
we interviewed refuted most of the 
perceptions that teachen had of t heir students. 
First, although some families are recent 
migrants from the neighbouring states, over 
70 per cent of the households surveyed were 
resettled in Gandhi Nagar in the mid-1970s 
from other locations in Delhi. Movement 
between villages attd the city is considetably 
lest than teachen’ think. As one mother 
said. 

We tidd our bouse ia the village when we 

came here. I wish I could go back to my 

village but where will we stay. The relatives 


don’t have too much place. And them it the 
expense of travel. It is to expensive for the 
whole family to travel. Betides, how can I 
be gone ftom my work for too long and who 
will take care of the old people in the house 
in the city? 

The household survey data reveals that leu 
than five per cent of families leave the city 
for longer than a month during the school 
year. 

Contrary to teacher perceptions, full-time 
or continuous empioyment for children 
outside the home is not common in this 
locality. Nut a single surveyed household 
reported any of their children (under the age 


of 12) u working outside the home on a 
permanent basis. Home* in this locality, 
even for the relatively better off households, 
are quite small. Thus, housework it not 
extensive. Children run errands, assist in 
minor chores and play with their younger 
brothers and sisters. Although adults spend 
a considerable length of time standing in 
queues for water, fuel or ration. many children 
in this neighbourhood, even when they are 
10 or 12, are not strong enough to cany a 
full bucket of water or a full canister of fuel 
from the queue to their home. Somectuidien 
(mostly girls) look after younger siUings, 
and others (mostly boys) help out in the 


Table 6: SuavivAL to Sto 3 in Mumcital Psimasy Schools (Gandhi Nacab Bovs who Stasted Std 

I IN Dhveient Yeass) 


School id 

Survival Till Sid 3 of 
Boys Who Stalled 

Std 1 in 1989 
(Percentages) 

Survival Till Std 3 of 
Boys Who Started 

Sid 1 in 1990 
(Percentages) 

Survival Till Std 3 of 
Boys Who Started 
Std 1 in 1991 
(Pervencages) 

1 

88.3 

73.6 

83.0 

2 

86.8 

63.2 

98.8 

3 

69.0 

85 7 

73.0 

4 

8.3 1 

89.7 

105.6 

5 

- 

- 

63.3 

6 

68.4 

85.2 

91.7 

7 

56.5 

66 1 

88.3 

8 

79.5 

89.0 

128.3 

9 

88.7 

95.2 

83.2 

10 

78.2 

100.6 

73.5 

II 

75 4 

72 1 

72.3 

12 

90.5 

75 6 

78.3 

13 

97.0 

93.9 

106.5 

14 

82.6 

75.3 

70.2 

1.3 

83.1 

80 7 

80.6 

16 

92.0 

76.9 

83.3 

17 

908 

76.7 

84.0 

34 

109.4 

85.0 

63.0 

3.3 

79.6 

109.4 

121.1 


Sourt t: MCD schools enrolment data 1989-93. 


Table 7: Subvival to Std 3 in Miinicval Schools (GanOhi Nacab Guus Wk Stastbi 
Std I IN Diftebent Yeabs) 


School id 

Survival Till Std 3: 
Girls Who Started 

Sid 1 in 1989 
(Percentages) 

Survival Till Std 3 
Girls Who Started 

Std 1 in 1990 
(Percentages) 

Survival Till Std 3: 
Gilts Who SiMled 

Std 1 in 1991 
(Percentogea) 

1 

64 1 

9.3.3 

63.2 

2 

80.2 

8.3.3 

79.7 

18 

94.7 

73.5 

86.3 

19 

81.5 

94.0 

80.7 

20 

72.6 

74 9 

86.5 

21 

79.3 

95.8 

88.8 

23 

64.2 

59.1 

81.5 

24 

84.1 

62.3 

80.9 

2.3 

74.8 

70.8 

94.7 

26 

94.7 

82.5 

84.9 

27 

76.9 

83.3 

75.7 

28 . 

79.9 

1006 

86.1 

29 

81.2 

95.2 

71.S 

30 

79.3 

73.3 

65.5 

31 

94.6 

94.5 

74.3 

32 

71.8 

76.3 

71.9 

33 

100.0 

82.4 

77.6 

35 

93.8 

111.5 

1304 


Source: MCD schoots enrolmeni dott 1989-93. 
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^^family enlerprise. However, based on parent 
interviews, it seemed that children’s 
continuous participation in work is usually 
due to an extreme crisis in the family such 
as parental illness or death. A$such,childten’s 
work is not commonly seen as a permanent 
or planned supplement to household income, 
at least in this setting. 

In fact, the survey question addressing 
children's work in the home brought a lot 
of smiles and laughter, especially, from 
mothers. For example, one mother said, “Ate 
you asking if childien work, or do you mean 
children create work?" 

Teachers claimed that working mothers 
are unable to monitor the progress of their 
children in school. Without a more thorough 
investigation, it isdifTicuIttojudgethecxtent 
to which this claim can be justified. It is true 
that many mothers work and that most are 
illiterate. However, the most common 
occupation for adult women in this locality 
is domestic work in the neighbouring middle 
class colonies. Typically,thework day begi ns 
early, but women return home by mid¬ 
afternoon. A large fraction of mothers 
reported that they walked with theirchildrcn 
(especially daughters) to school in the 
morning at least once a week. It is quite 
likely that attendance in school drops 
substantially after the midday meal and snack 
is served; and that children leave school well 
before the school day is officially over. 
However, it seems that the responsibility for 
preventing this early departure should rest 
with school personnel rather than with family 
members. 

Without systematic tracking, it is hard to 
definitively estimate how frequently 
households move. There are some parts of 
Gandhi Nagar, especially in the J J camps, 
where adults work in construction projects 
and as manual labourers. The duration of 
their stay in the colony, the frequency of 
moves, and the implications for their 
children's education needs a more intensive 
look than can be attempted with the data 
collected so far. 

The tensions between teachers and parents 
in Gandhi Nagar are not just semantic 
differences in points of view. The hostility 
is unmistakably evident in interactions 
between these two groups of adults. Both 
partiesclearly feel antagonistic towards each 
odier, and each blames the other for the 
ptobiems with educating children in this 
locality. 'The hostility has resulted in several 
incidents of violence between teachers and 
parents, particularly in boys’ schools, in the 
Ust few yean. 

Without doubt, caste and class factors 
play a big part in parent-teacher inter¬ 
actions in poor neighbourhoods like 
Gandhi Nagar. Teachers in the municipal 
primary schools have BA, and sometimes 
hlA degrees. Parents, especially mothers, 


have little or no formal schooling. Parents 
complain that teachers, who are well 
educated, economically better off and come 
from higher caste backgrounds, do not 
welcome parental involvement or 
participation in educational matters. Most 
teachers do not live in the community and 
regard their assignment to these low-income 
communities as a hardship. Parents argue 
that teachers are not sympathetic to the 
conditions that poor children have to deal 
with, and do not make efforts to understand 
or satisfy children’s academic, social or 
emotional needs. 

The children’s point of view varied a great 
deal across individuals. Some children said 
that they enjoyed going to school because 
there was open space for playing but really 
didn't like going to class. There were othw 
children who were fond of particular teachers; 
the close relationship with a teacher seems 
to be linked to a positive school experience. 
Even young children, in first and second 
grade were aware that it was important to 
do “well” in school, (^iie a few children, 
especially boys, claimed that they just don't 
go to school because they don’t understand 
what is being taught in the class and that they 
don’t like being beaten or being punished 
by the teachers. 

The discussion in this section is based on 
qualitative and quantitative data. However, 
for a systematic analysis of the cumulative 
effectsof home factorsonchildren’s progress 
through the primary stage, better and more 
focused data is necessary. More information 
is needed on how family economic 
circumstances and processes affect the 
likelihood of children’s survival through the 
primary stage. However the evidence 
gathered so far does raise thecritical question; 
if children are not gainfully engaged in 
productive activity in the home or in the 
market, why are they not in school? To 
address this question, it is necessary to look 
more closely at schools. 

School Factors: Inputs and Resources 

School inputs and resources have been the 
focus of many school effectiveness studies 
in developing countries. Guided by the 
education production function penpective, 
researchers and policy-makers have 
highlighted the importance of school inputs 
on student outcomes. In fact, much of the 
expansion of the school system in India has 
been bated on the implicit belief that 
providing school facilities (more schools, 
morcclastrooms) will raise school enrolmett, 
attendance and attainment. The basic 
conviction here is that inputs lead to better ’ 
outcomes. If the inpul-output model holds, 
variations in school inputs should be linked 
to variations in school outcomes. In order 
to explore if this argument explains primary 
school survival patients in Gandhi Nagar, 


we collected data on several bask adxwl 
inputs in our survey of Khoola in the 
neighbourhood. 

Resources: The munidpat piimaiy school 
administration in Delhi is a centralised one; 
funds and resources are allocated to each 
zone and then to the local schools in each 
zone. For maintenance, repair or 
Improvement of physical facilities, for 
textbooks or other instructional materials, 
for allotment of midday meals or fabric fur 
uniforms, or for the recruitment of teachers, 
each local school is dependent on the central 
authority’s allocation. The funds that can be 
raised by individual schools are meagre and 
directly proportional to the size of tbestudent 
body. For example, school fees in the 
municipal primary schools per month amount 
tosixty paise (SC/ST sludentspay ten paise). 
In addition to the nominal monthly fees, the 
school chaiges each student Rs 3 annually 
for the parent-teacher association (FTA) fiind. 
So, a school with 800 enrolled children can 
raise a maximum of Rs 4,000 for school- 
initiated expenditures for the school year. 
One principal described the use of these 
monies; 

At the start of the school year we rent a 
tempo (a small pickup truck) to go the 
warehouse to bring bock the textbooks and 
some of the dry ration for the midday meal. 
The FTA funds are used for this. During the 
year, we use it to repair desks and tablet, 
or to buy a few plants for the courtyard. The 
money is not enough for a tingle item of 
important expenditure so we use it for imail 
things. 

Although the magnitudeof these funds varies 
by the number of enrolled children, the use 
of these resources is quite similar across 
schools; most of the money is spent on minor 
expenditures or repairs.'’ 

Essentially, for any moderate to major 
expense, Ihe school is completely dependent 
on the central administration. Although 
school inspectors visit Gandhi Nagar schools 
several times a year, it is not clear that these 
visits lead to solutions for the most pressing 
problems faced by schools. 

Facilities: Intemisof facilities,Gandhi Nagar 
municipal schools are very much alike in 
their disadvantages. Most schools have 
permanent buildings, but a few ore in tents. 
Not a single classroom we visited had either 
desksorchainforstudents.Teachen usually 
have chairs, and in some cases, also have 
desks. Typically children sit onalargeduiTie 
provided by the school or bring gunny sacks 
or some other material to sit on. Although 
schools in permanent buildings have 
electricity connections, there are usually not 
enough light bulbs or switches to ensure that 
classrooms can have electric lighlingor fans. 
The design of school buildings is such that 
each classroom opens on to a long verandah. 
The rooms are large but windows are quite 



imalL Ccaniqw iH ly. dauiooiM wnd to be 
daifc anddiogy, hot uid Imiiiid.'Qivea these 
oondlikMu, U is not unusual to see teachers 
holding class on the verandah. 

The city's central school administration 
allocates funds for the construction and 
maintenance of toilets in the schools. 
However, not a single school in this 
neighbourhood has a functioning toilet. 
Students and teachers have to go elsewhere 
outside the school premises during the school 
day to use a toilet. Or they have to depend 
on makeshift and unhygienic arrangements 
in the sdiool yard. The situation with drinking 
water is equally dismal. Some schools using 
their own initiative have organised a supply 
of drinking water, however, it is the norm 
for teachers and childien to carry a water- 
bottle to school. 

The typical Khool yard in this area is a 
large dusty space. Quite often, residenu of 
nearby homes use the school yard asagatbage 
(faimping ground. The boundary walls ate 
usually broken so stray animals wander in 
and out at will. Teachers complained of 
incessant theftof electrical and wood fixtures 
(e g, doors and window frames) from the 
school premises. When asked about the three 
top priority needs of the school, principals 
arid teachers referred to the lack of physical 
inputs like furniture in the classrooms, 
biwndaty walls, toilets and drinking water. 
Only two schools out of 34 mentioned their 
need for more teachers and instructional 
suppmt. 

Textbooks: Unlike in other regions in India, 
the Delhi municipal educational authority 
has been successful in providing free 
textbooks to all erwolled ptitiuuy school 
children in the city. This achievement is 
signifkant when the actual rwmbers ate taken 
into account (approximately 7,00,000 
children were envied in MCO primary 
schools in 1993-94). Although the condition 
of textbooks varies considerably across 
schools and children, it is remarkable that 
the policy of free textbooks has indeed been 
im^riemented. Studies conducted in other 
regions find that the direct cosu of textbooks 
can be prohibitive for poor families. Thus, 
the textbook subsidy in Delhi is certainly 
instrumental in lowering (he cosu of 
schooling for the family.'' 

Uidday mtal/snack: Every day, each 
municipal primary school serves a snack to 
each child present in school. This snack 
(generally r^emd to u the ‘midday meal 
programme') consistt of several slices of 
bread or biscuiU. Teachers who have been 
leachmg in the Oandhi NagarKhools over 
a long period of lime think that the midday 
snack programme has raised school 
enrolmem and at ten da nc e, While the exact 
nutritional benefit of a few tikes of bread 
lemaini to be as ae iaed. the midday mack 
telieveaCwilliet. cs pe cl allythcpoor^ones. 


of the burden of providing at least one meal 
for their children. 

While the midday snack programme it 
viewed fiivourably by parenu and children, 
teachea frequently cotnplain that tasks, such 
asthedistritwtion^food.addtotheiralready 
heavy load of non-instnictional duties. One 
teacl^ described a typical work day: 

1 spend a large part of my day doing things 
that have nothing u> do teaching. Fust 
thing in the morning, I have to take 
attendaace. Sbmetimes I have to uke 
attendanceintwo, three or even four scetkMi. 
Attendance la very inqwrtant because vre 
have to keep account ^ how much of the 
ration is used for midday meals. A little later 
in the dny the food has to be distributed. 
After recess, we have to uke attendance 
again. As you can see. there are no boundary 
walls and because of the kidnapping scare** 
we have to make sure we know which of 
the children are still in school. Soon the 
wboledayisgoaeEAgnibolrietal 1994:13}. 

The survey of school inputs especially 
facilities and instructional materials did not 
reveal any important variations by school in 
Gandhi Nagar. As such, funds raised by the 
school are insignificant when compared to 
the needs of the student body and staff; 


faciUticenrewellbelowacceiiuMesttndmds. 
Equitable distribution of textbooks and 
complete coverage of the midday mack 
programme are not insignificant 
accompUshments, by any standards. 
However, since all schods have these inputs, 
they cannot be responsible for variations in 
student outcomes, such as student survivaL 
Other than textbooks, we saw little evidence 
of widespread use of any other kind of 
instructional materials. While the 
unsatisfactosy level of inpuU condates well 
with the overall poor record of educational 
attainment and schod survival in thelocality, 
it does not help in understanding why some 
schods are bMter than others at retaining 
children through the primary stage. 
Teachers: We have not as yet ducussed the 
role of teachers. Since teachers are the most 
important input into the process of schooling, 
this factor merits a closer and more intensive 
scrutiny. All teachers recruited into the 
municipal primary education system have at 
least a bachelor’s degree. The variation in 
teacher quali fications is primarily at the high 
end; there are some teachen in the system 
who have master's or higher degrees. 

The survey, however, revealed signifkant 
differences in the number of teachen by 


Table 8: Student Enrolment and Student-Teacher Ratios. Mumcval Prmary Schdols 1989-93 

(Gandhi Nagar) 


School ie 

Average 

Student 

Eiudlmenl 

1989-93 

Siadcnt- 

Teaeher 

Ratio 

1989 

Student- 

Teacher 

Ratio 

1990 

Sludenl- 

Teacher 

Ratio 

1991 

Siadrai- 

Tcacbcr 

Ratio 

1992 

Student- 

Teacher 

Rada 

1993 

1 

773.2 

47.0 

44.1 

43.7 

Sl.3 

40S 

2 

644.2 

49.1 

49.9 

94 9 

59.3 

57.9 

3 

389.2 

60.3 

78.4 

69.5 

58.9 

72.6 

4 

393.2 

49.5 

44.7 

44.4 

55 7 

63.0 

6 

1031.8 

80.9 

80.9 

83.2 

62 1 

75.5 

7 

1328.2 

61.9 

62.7 

68.1 

67S 

71.4 

8 

1140.6 

43.9 

65.1 

59.4 

702 

98.1 

9 

601.8 

60.8 

64.7 

59.1 

60.8 

50.8 

10 

770.8 

.48.3 

60.0 

66.3 

70J 

48.9 

11 

619.8 

43.7 

1108 

63 7 

51.2 

4S.0 

12 

649.6 

38.1 

57.2 

56.0 

57.5 

57.1 

13 

549.4 

84.3 

55.9 

87.0 

63.6 

10.0 

14 

696.2 

S8.6 

58.2 

64.4 

69.6 

611 

IS 

6.34.0 

60.9 

65.9 

57.8 

70.2 

52.8 

16 

704.4 

63.8 

55.4 

65.9' 

46.5 

42J 

17 

956.0 

44.S 

50.1 

63.9 

70.0 

51.1 

18 

427.4 

43.6 

50.0 

43.5 

51.4 

50.6 

19 

508.8 

47.8 

49.3 

42.7 

55.4 

4b.l 

20 

953.6 

50.7 

62.1 

69.9 

66.5 

49.9 

21 

1277.0 

58.6 

.37,1 

51.6 

SI.9 

48.4 

23 

703.6 

40.9 

39.1 

40.8 

50.9 

SI.O 

24 

686.8 

36.8 

51.2 

54.9 

61.4 

43.9 

2S 

911.2 

45.9 

49.8 

54.0 

47.2 

51.6 

26 

1146.0 

51.7 

64.4 

57.1 

51.8 

57.1 

27 

736.8 

44.9 

44.2 

53.0 

57.3 

29.1 

28 

726.6 

53.9 

50.6 

55 3 

61.3 

71.6 

29 

580.2 

50.1 

46.5 

68.2 

60.4 

63.1 

30 

664.0 

44.7 

44.4 

46.8 

45.5 

42.9 

31 

568.4 

47.6 

56.0 

56.6 

64.6 

51.0 

32 

602.8 

44.2 

47.5 

52.5 

68.9 

SIS 

33 

163.4 

35.0 

35.5 

43.7 

41.5 

405 

34 

18X2 

.36.5 

57.8 

44.2 

42.3 

4IS 

33 

817.6 

48.8 

58.8 

61.0 

5L» 

SOS 
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ichooi (Table 8). Some schools are large in 
terms of student enrolment (e g, highest 
enrolment by school in 1993 was 1,211 
students), and othen are small (e g, smallest 
enrolment in 1993 was 166). Thus, it is not 
surprising that the number of teachers varied 
by the size of the school. However, if one 
examines the ratio between teachers to 
students by school, the figure varies from 
a low of 29 students to a tcaclier, all the way 
to a high of 98. While some larger schools 
have more favourable student-teacher ratios 
(e g, the school with (he largest enrolment 
at 48 students to each teacher - a very 
favourable student-teacher ratio for the 
locality), afew smallerschools also have this 
advantage (see school numbers 33 and 34). 
But. both large and small schools also suffer 
from unfavourable student-teacher figures. 

Does a favourable student-teacher ratio 
lead to better educational outcomes? The 
relationship between availability of teachers 
and student outcomes has been the focus of 
a great deal of the educational production 
function literature. Research conducted in 
western countries, especially in the US, 
suggests that class-size or student-teacher 
ratios do not significantly influence student 
achievement or educational attainment 
(Hanushek and Harbison 1992]. Recent 
studies from developing countries, also, 
confirm that there are no advantages from 
smaller classes [Birdsall 1985, Jimenez and 
Lockheed 1989; Lee and Lockheed 1990]. 
However. Fuller and Oarfce (1994) suggest 
that “reductions in pupil-tcacher ratio may 
yieldstronger effects in the poorest countries 
andfor for certain grades" [Fuller and Clarke 
1994:131]. 

The teacher-student ratio is a very crude 
measure of the essential educational 
interaction that occurs in the classroom. Yet 
it does indicateabasicscnscofthc magnitude 
ofateacher’stask. It is conceivable that there 
are important threshold effects at work here. 
For example, if the number of primary school 
children in a teacher’s class changes from 
22 to 32, the teacher’s wmk or the nature 
of the interaction in the classroom may not 
change in important ways. In the US studies 
reviewed by Harbison and Hanushek (1992). 
the maximum number of students in a class 
is 40. However, if a teacher is responsible 
for 40 children, adding another 25 students 
to her class may completely alter the nature 
of the schooling experience for children and 
the magnitude of the task for the teacher. 
Oass sizes in Gandhi Nagar’s primary 
schools are routinely over SO. Given the 
endemicteacher shoit^esinthe Gandhi Nagar 
schools and massive numbers of children, 
it is likely that even a dedicated teacher can¬ 
not provide individual attention to. or under¬ 
state the particular problems of each child. 

If a favourable studem-teacher ratio (i e, 
fewer students to each teacher) has a positive 


impact on student outcomes, especially on 
survival through the primary stage, then we 
should expect to see a inverse relationship 
between the retention rate and the student- 
teacher ratio. Our data does not suggest such 
an inverse relationship in the Gandhi Nagar 
schools. Holding student-teacher ratios 
constant, there is a great deal of variation 
in the survival rale. 

The student-teacher ratio is a crude number 
that only provides a basic sense of the 
magnitude of the task in the classroom. 
Measuring teacher quality or his/her 
effectiveness in helping children learn is a 
much more difficult task. Going beyond the 
mere numbers of teachers and students is 
critical if we are to understand how 
interactions in classrooms and schools 
influence student outcomes. Still, the 
crude analysis strengthens the obvious, 
(although sometimes forgotten) notion that 
the teacher is a critical input in the process 
of schooling. 

A few more observations about teachers 
in the Gandhi Nagar primary schools: the 
school system does not recruit teachers 
annually. Examinations to recruit teachers 
are held every few years. The allotment of 
teachers to schools is a ti me-intensi ve process. 
As in other centralised bureaucratic systems, 
vacancies are not immediately filled. In 
Delhi's municipal primary schools, class 
sizes are mandated to be no more than SS, 
and a new section has to be started if numbers 
exceed SS. While an additional class for the 
same grade-level may be created in a given 
year, by the time the central ofTIce has filled 
the slot for a teacher, a year may have gone 
by. As one principal said: 

I have been at this school for 14 years and 
we have always hod on acute shortage of 
teKhers. Last year we had five teachers and 
myself to take care of SOO children. No 
teachers want to come and teach at these 
kinds of schools. There ore always shortages 
in the resettlement colony schools and there 
are never any vacancies in the posh areas 
like R K Puiam where student-teacher ratios 
are so much better and where parents value 
education more (Agnihotri el al 1994:24], 

Even though the municipal schooling 
system is supposed to provide equal 
educational opportunities for children across 
the city, there are inequalities in the allocation 
of teachers and in working conditions that 
teacheis have to face in different localities 
within the same school system. 

Teacher recruitment had taken place juy 
prior to the beginning of the 1995-96 school 
year. Consequently, the shortages were not 
as acute as in the previous year. It is 
conceivable that part of the explanation for . 
why different ct^rts in the same school 
have vastly different survival experiences 
may lie with these cycles of teacher 
shortages." 


School OnoAMsATioN: ExrawAL 
Constraints and Internal Culture 

The structural context In which schools 
operate is often ignored by those who focus 
solely on Inputs and outcomes. Inputs 
generate outcomes in a particular local 
context; the context can constrain the 
behaviour of those in the schools as well as 
provide opportunities for action. Studies of 
schooling in Third World countries, tend fo 
be based on survey data, and rarely look at 
the local context in which schools operate. 
This is not surprising since It is hard to 
quantify characteristics of structural 
context, especially for use in large scale 
surveys. 

This project was conceived as a case-study 
of one low-income neighbourhood. The 
advantage of the case-study approach in this 
case, isthatthedatacolicctionand fieldwork 
was designed to shed light on the impact of 
the structural context on the functioning of 
schools. A closer look at context can also 
offer clues for understanding why some 
schools ore more effective than others at 
retaining children through the primary schocri 
stage. 

The structural context of Gandhi Nagar 
primary schools can be thought of as having 
two levels; one, external or as pan of the 
larger school system, and two, internal and 
particular to each school. In centralised 
systems, a set of school practices are laid 
down by the central office; this external 
organisational structure is (he same across 
all schools in the system. Within the external 
frame, schools can adapt the organisation of 
work, and create an internal culture that is 
unique to the school." 

The literatureon school cflccti veness from 
an organisational point of vicwdisiinguishes 
between a ‘rational-bureaucratic’ perspective 
and a personal-communal model [Lee. Bryk 
and Smith 1993]." In the former, schools 
are seen as 'formal organisations’, primarily 
governed by a functional division of work; 
social relationships are hierarchically 
structured and defined by the specific role 
played by an individual in the functioning 
of (he school. In the tatter view of schools, 
the school is seen as a community or a small 
society. Personal and informal relationships 
between individuals are valued, and 
considered to be the bedrock on which the 
culture of the school rests. 

Viewing the Gandhi Nagar schools from 
these two contrasting lenses is fascinating. 
It it clear that the underlying conceplud 
notionsguidingthemunicipalschool system 
aremuchcloserioihe’bureaiiciatic-radonal’ 
model than the ’communal' model. The 
external structure imposes bureaucratic and 
functionalitt practices on the local tchoob. 
Yet, despite the external bureaucratically 
oriented frame, some individual sdMolt have 


cieMsd fcboeii that have a mote penooal- 
comtnunal culltire. 

Table 9 provklei a quick glance at mhik 
oftheemct^ydrivenfenuiresofiheOandhi 
Nagar ichoola, and their implicationi for 
teachen and itudma. There la one unique 
feature of the Delhi numicipal school ayatem 
that is worth further diacusaion because of 
its potential impact on aurvival rates. In 
Delhi'a MCD sdioola, a teacher starts with 
Std I. Each succeeding year, she/he moves 
with the dass to the next dais. This process 
condnuea until Std S. 

In an earlier section, I pointed to a puzzling 
finding: difierent cohorts in the tame school 
can have widely different survival 
experiences. At least in theory, the influence 


of inputs, resourees or even of school culture, 
is probably feli evenly by all cohorts in the 
tamescho^ But teachers arecohort-spedflc. 
Thus, the souiceof the differences in cohorts’ 
survival experiences may lie with the quality 
of the teacher, rather than in other school- 
level resources. Given these conditions, 
future research needs to explore whether 
'teacher effects’ are indeed stronger and 
have a more durable influence on student 
outcomes than ‘school effects’. 

Quantifying or measuring school culture 
is a difficult task, and is probably best done 
through ethnographic methods. The Gandhi 
Nagar school survey did not attempt to collea 
dau on internal organisational features of 
individual schools. Interviews with teachers 


in most schools suggest that most are 
apathetic, cynical and frustrated. They 
complain ihrt there is no recognition or 
incentive for good work. Some argue that 
the school system’s bureaucracy stifles 
school,-based initiatives. The discourse of 
most teachers it adult-oriented; very few 
teachers viewed the problemt of schooling 
from the children's perspective. The lack of 
child-cemred orientation among teachen 
suggested that overwhelming number of 
teachen are not sensitive to, or ideMify with, 
the problems that children from illiterate and 
poor families face in school. 

Despite the widespread sense of 
desporidetKy and decay that characterise the 
Gandhi Nagar primary schools, fieldwork 


External Peaiutes 


Tasle 9: ExresNAL f^tuass of SnucnjaAL Ccmtcxt 
Influences on Teacher's Work Influence on ChiMfen’s Behaviour 


Teacher lecraitment and 
allounent; 

To local schools it done at the 
ceninl level. 

In the MCD system, t teacher 
lUutt with a cohort of sludeius 
in Std I. Each succeeding year 
thertie moves with the clots to 
higher grades. 


Cutiiculum; 

DecitkMis leganling textbooks 
and syllabi ace taken at the 
ceaital level. 

Inttructioa: 

Teachen follow the textbook 
closely and address the whole 
clast. 


Student assessment tad 
pcDnolion: 

No fdtmsl assessment in Std I 
and 2, annual wrinea exams in 
Sid 3.4. and S. 

Pimnotion to the next class is 
based on attendance. 


In local schools, teacher posts remain vacant for long 
periods of lime before they are filled. Most teachen 
do nol live in the neighbourhood and many regard 
teaching in the low-income areas as ‘iiardthip postings’’. 
The advaniage of this policy is supposed to be that 
teachen gel lo know students' week nesses and sireogihs. 
The school system believes that there are benefltt lo 
a longer and stable relationship between young children 
and their teacher. Implicitly, it is hoped dial this policy 
will enable teachers to gear their inslitictional practices 
to the needs of a heterogenous group. 

Curriculum content and sequence is defined by the 
textbooks. In some sense, the textbooks can be seen u 
being “leachet-proor. Teachen are expected to cover 
the mandated syllabus by the end of the school year. 

Since teachen are expected to finiih the syllabus by the 
end of the school yew. they typically do not asseu 
children’s underetonding of content on a periodic basis 
nor rework the teaching plan. Rote leamiitg is encouraged. 
Teachers rarely receive instructional guidance or support 
from the school system's authorities on how to teach 
under the diflicull cireumsiances in their classroom. In 
particular, they are not helped in pianniag inxmictioa for 
large numben of children, or for teaching in classes that 
have disconiinous attendance patterns. 

Teachen geneiale, administer and create the wriiten 
exams. Poor perfonnance in the exams does not appear 
lo be a hurdle for promotion. Anecdotal evidence 
suggests that childicn with “discipline problems' are 
sotnciitiick held back. Cuinculum and insuuclioo are not 
linked to assessment, and student assessment is not linked 
lo promotion. Thus from n purely assessmeni point of 
view, there are no systemwide or school level mechanisms 
to hold teachen accounuble for children's liiemcy 
or numeracy 


Parents feel that teachen are alienated from cWldica 
and their needs, and are often intintidaied by the 
differenl/higher clats/caste background of t ea che n . 

If acohort happens toget an effective and compete n t 
teacher, then their schooling experiroces all throi^ 
primary school are likely to be good. But if the 
reverse happens, no amount of school-level resootcea 
con counter the accumulated negative effects of 
having a poor teacher for five years. 

Children find content and language in the textbooks 
hard and unrelated to their lives. Engafemeni in dte 
curricular material it difficult. 

Children are taught mainly via repeiMioa or role 
■earning, copying teacher's written notes ftom the 
blackboard. Class discussions or group projects ate 
extremely tare. 


For promotion to the next grade, tndenix are not 
required to do well on texts. In fact, students' 
mastery of curricular material or coinpeieaoe in age- 
specific basic skills it not nocessaty lo move tlwiugh 
the school system. AsaresulL mnnyof thechildna 
who have attended school for five yean, gtadnate 
from pnmary school not having basic lilency or 
numeracy skills. 


Teacher promotion and 
ac c ountability: 


Suparviaiaa of schools and 
rnm asual ca t i on to higher levels 


Promotion of teachen to higher talasy grades is bated 
on seniority. Teachen ore not held accountable for student 
leanting or for any school-levd ochieveaiem. The system 
does nol have any externally genetaied incentives for beiiig 
a good teacher. 

Although the school system bos in place routine and 
periodic supervision of schools, evidence fiom the Anagor 
school survey suggests that saperviton are not effective in 
Inking tcbool-level problems ud conplaints to the higher 
authorities or in bringing back solutions to the tchooli. 

In fact teachen and principals in Gandhi Nagar schoob 
seem very isdaied from their own bureaucralic st ructure s . 
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•nd interviews suggested that a few teachers 
and a few schools are able to function 
relatively well under the same conditions. 
Eitherthroughpersonal relationships among 
the faculty, or inspired leadership on part of 
the principal, a few schools are a^vely 
trying to create a sense of ‘community’. 
These schooit are successful in negotiating 
with the central bureaucracy for obtaining 
resources for their school, and^r are able 
to effectively use parents' expertise and skills 
in helping with special projects in the school. 
For example, the only school with drinking 
water on the premises is one with a unified 
and committ^ staff who had contributed 
from their personal funds to build a water 
tank. The principal and teachers had instituted 
uniforms for students, painted walls with 
educational charts and seemed to be actively 
concerned with creating a school that 
"children could be proud or (29:1995). 

Another example illustrates the visible 
aspects of a community oriented school 
culture. While conducting the school surveys, 
we found that the easiest way to locate a 
school (luring school hours was to follow 
the stream of children leaving the school.'* 
School 6 had been functioning in a tent in 
the middle of an unkempt paric since 1992. 
Yet, compared to most other schools, students 
and teachers seemed very engaged in their 
tasks. We actually saw teachers walk around 
among the children sitting on the ground and 
talk individually to the studenu. (This it a 
raresightinGatidhi Nagarscbools.Teachers 
usually sit in a chair or stand at the front 
of the class.) Conversations with faculty 
revealeda hi^ degreeofccrnimitment among 
the teachers, who seemed genuinely 
concerned about the future prospects of theif 
students. When the bell rang for dismissal, 
we were amazed to notice that very few 
children wemhome. When compared to the 
usual sight of children leaving well before 
the end of the school day, the experience of 
this particular school seemed very unusual. 
Qiiidten huddled around teachen talking, 
chatting and laughing, and it took at least 
aimther half an hour before the scImoI 
premises were empty. 

Unlike the schools described above, most 
schools however could be characterised by 
apmhetic, demoralised and fnisinled teaching 
staff. Teachen saw no incentive in investing 
in teaching, and were not hesitam to talk 
about the difficulties of their situation. Our 
survey was conducted in 199S.Soit remains 
to be seen if the internal culture of the schools 
such as tclMX)l 6 can be sustained, or whether 
they have significantly different influences 
on cfiildien's educational experiences than 
llud of the typical demoralise school. But, 
yet again, thme interviews highlighted the 
Uemendous potential that teachers have in 
making a real difference in the lives of low- 
income children. 


I 


DnKTiONS roR PuTuaa RasBAaCH 

Oneof the primary goals of an exphtnloiy 
study should be to describe the landscape 
and suggest where the field needs to be 
ploughed deqter, and where the seeds need 
tobe sown. In this respect, theeffort has been 
a successful one; it has generated inmy 
possibilities and directions for fiirther work. 

(1) Cofi/mrejbctcroff foca/iMirexr; Existing 
studies from developing countries on how 
schools impact ethreational attainment and 
achievement have concentrated on 
differences across regions, states or districts. 
Much of this research on school effectiveness 
is directed at finding policy leven that be 
used to design large setde educational 
improvement efforts. There is relatively little 
auention to how local conditions affect 
schooling. Yet, local context can have a 
profound influence on allocatioo and use of 
res(xirces in schools, and on teaching and 
learning processes in the classroom. Without 
some knowledge of the role of local 
contextual conditions, the effectiveneu of 
naticmal or regional policies can get diluted. 

(2) Examinecleusroom processer. This study 
is the first step at exploring how locid 
conditions affect schooling processes. Our 
preliminary findings suggest significant 
variations in survival rates within the 
municipal primary schools in the same 
neighb()U(hood Thus, we have stepped inside 
schools and begun to investigate why some 
schools produce different outcomes than 
others, even though they operate in the same 
environmem. I think tiM we are moving in 
the right direction; we are literally (and 
metaphorically) through the school gates, 
but our reseat still leaves us outside the 
classroom. The critical next step in our 
research will be to step into the realm of 
individual teachen and examine teaching 
and learning processes that occur in the 
classroom. Preliminary findiogs indkmie that 
there arein^xinaM differences within schools 
in educational outcomes. 1 have suggested 
the possibility that it may be more critical 
tofocuson 'teacher effects’than on‘school 
effects’ in a low-income setting. 

(3) Broaden and deepen the study of 
educational oulconer. The focus in this 
article was on survival through the primary 
stage of schooling. It is possible that a child 
may attend school continuously forfiveyean 
and not have developed basic competericies. 
Implicit in the UFE concept is the idea that 
children attend school and leam. InOagdbi 
Nagar, the relationship between school 
attendance and the aapiishfon of literacy 
and numeracy needs tcube empirically 
established. Pbr example, do parents not 
send their chtkiren to school because they 
feel that children are not learning anything? 
To what extent do basic skiils in reatfng and 
arithmetic vary across childnn in the sanw 


grade-level but in different schoola? How is 
Ihelesndngexperienceofacadendcallymore 
able children different from those of 
academically mediocre or poor ehildien in 
Oandhi Nagar primary sdK^t What is the 
relationsliip between teacher commltmeot 
(and effectiveness) and cMIdten’s academic 
achievenient? Are thedUferenoes in a c ade mic 
achievement and basic skills merely a 
reflection of teacher quality? 

(4) Concentrate on individuaU and track 
over time: The paper presentt an aggregate 
picture of cohorts, schools, neighbourhood, 
locality and zone. Survival rates are bated 
(m cohort experiences and not on iixUvidaal 
experiences. Gearly, the next step is to 
belmme more precise. By following thesame 
set of individuals over a perfod of time, we 
will be able to construct a far more accurate 
picture ofeducational experiences inprimary 
school. Pot instance, tracking a group of 
children at they move from Std 1 to ^ 5 
will provide much better estimates for 
survival, drop-out, repetition, and transfer. 
(3) Investigate resources and processes at 
home: Like in the case of schools and 
classrooms, the influences of home facton 
need to be studied more closely. Economic 
resources of the family, demographic 
composition, allocation of time and 
opportunities, division of work, importance 
placed on ethicatioa, are tome antects of 
htMtehold functioning that have significance 
forchildren’sschooling. Quaiuiiative social 
science research focused on the education 
system, tends to use schexd surveys as (he 
main source of data. Schotd surveys collect 
considerabie information on school-leve) 
variables, but tend to havelittleon children’s 
home background. Studies of household 
behaviour are usually based on socio¬ 
economic and demographic surveys of 
householdt. While these are helpful it 
providing detailed information about 
household composition and functioning, their 
coverage of schools is sparse. The reality of 
children’s lives is that they inhabit both the 
home and the school. Thus, it is critical to 
move beyond a simple l<x>k m home focton 
or school factors and to move towards 
thinking through bow what happens within 
the home and the school impacts what 
happens within the child. 

Ihe intern of this study is to address the 
question; how UPE can become a reality in 
the ctmlemporary Indian context. At the 
outset. I acknowledged that this would be 
a comi^x and difficult task. So for only the 
first step has been taken, but the case study 
approach luK been a ttsefol one for tackling 
die multipie dimensions of the ({uestlM in 
one low-income urban locality. The 
neighbourhood is embedded in the larger 
context of the city, and children are local^ 
in the local context of their classroom, school 
and fomtUes. 



By eateftiliy pMliqg lagfcn pIT, ooe can 
get to Ae COM or an ooImi. Eaoli Uqwc hokb 
llieone nothin, and yet tbeihapeof the wtwle 
influence* each Individual layer. Thti 
metaphofUmeftil for thinking about children 
and education in general, and in deeigning 
raearch that can addrenthemultipleoonlexii 
of Ihdr redity. 

Notea 

[Tbe fieldwork for diii etudy wai done in 
colUboi a tionwidilfaepiogrMwncoficeeMcfa 
on Economic Security and Marginaliud 
Conununitie* boied at tbe Indian Social 
Inetltuie, with finandai w^Mct from the 
Canadian International Development 
Agency. I would like to acknowledge rolef 
of nnmeioua colleagues - Sunil Batia, S 
Chandrasekhar. AmiraAa Daa, Jean Drue. 
Sangecta Ooyal, Danish Husaaini, Claire 
Noronha and Meera Samson. For their 
enthusiasm I would like to thank Peggy 
Mueller. Beefcy Barr. Catherine Lacey and 
Lalita Ramdas. Also, Delhi Science Forum 
for their support.] 

1 A comprehensive review of Indian 
educational leseareh described studies in 
the following way: (I) projects tend to 
study systems, rather than acton, (2) they 
focus on issues outside the clauioom, 
rather than within it, and (3) they study 
societal, rather than individual outcomes 
of education [Bhattachaijea 1990; 31-32], 

2 ‘Dalscolleciioa'forlhisst^wascondacted 
between I993-I99S. 

3 Oandhi Nagar is not the teal name of this 
locaKly. 

4 During a brief period of martial law in the 
mid-1970s, thousands of poor families 
were moved to localities on the outskirts 
of the city. Some households were provided 
with permanent housing while others 
had to do with temporary cortstructions. 
This resettling effort led to the term 
'resettlement colony'. 

3 In Tables 6 and 7. there are a few schools 
in whieh over 100 per cent survival can 
be observed in the e^y grades. This could 
be due to data distortions and insKCutacy 
in reporting of figures by the school. 
However, a closer look at these schools 
reveals certain peculiarities in each school. 
For example, school no 33 it the smallest 
school in Oandhi Nagar In terms of 
enrolmeni, but also one of the fastest 
growing. It also has one of the best teacher- 
student ratws. It is conceivable that due 
to these feaiutcs children transfer to this 
school in later grades, in any cam. the data 
suggest that a closer scrutiny of schools, 
classrooms and students it crucial for 
getring precise measures of survival. 

6 There ate, however, serious < |ues t ion * about 
the idUbillty of this survey. Even the central 
adm inis tra tion believed that the coverage of 
the survey wan tphie uneven. Nonctheleta, 
the tntdn thrust ofthefludhigs reveal the bias 
of achool authoritie s with respect to non- 

7 Bafhsdsntil also hat access toasmall amount 
of contliigtncy funda. 


g A Bid I tsndterlolduaofhow childsenin 
her date. Btpecltlly In the early part of the 
schoo l year, would cry becattse they were 
afridd Mbeiiig hsrded together in the dark 
cl as stoown. M I childsen in lUt locality 
have utaally not been in pre-school, and that 
their first taste of fon^ education is to 
be together wiA auny other children in 
a dark, hot and humid enclosed space. A 
parent said that the it convinced her child 
it often tick from being in these dark and 
dank classrooms. 

9 Other stnfica suggest the I t n p o rtan ce of the 
provision of textbooks in improving student 
outcomes in developiag countsiet [Haibitao 
and Hanuthek 1992]. It would be hueresting 
to compare a low-income populatiao such as 
that inOandhi Nagar withasifflilar population 
in an area that did not have a fiee textbook 
policy. 

10 In July-August 1994, there were several 
incidents of children being kidnapped and 
being held for ransom. Althou^ these 
incidenis occuticd as dnldrea left school in 
mainly midiBe and upper income schools. 
atteadMife levels were very low even in 
schools in poor localities. 

11 Obviously, the system hat new teachers as 
well as very experienced teachers. In the 
Oandhi Nagar school survey, we did not 
collect data on years of experience of each 
teacher But the overall impiession was 
that the Gandhi Nagar seboots had a mix 
of relatively new and more experienced 
leacheit. Anecdotal evidence from tbe field 
work auggested that male teachers tended 
to be either quite young or fairly senior, 
white female teachen spanned tbe entire 
age range. Clearly, individual data is 
needed to figure out if there are any 
systematic patterns in teacher experience 
and student outcomes in this loc^ity. Or 
whether low-income neighbourhoods are 
where novice teachen a* well as teachen 
on the brink of retirement are sent. 

12 Let ns look at one example; In school 
number 6. survival rates to Std 3 for 
different cohorts ranged from 68 per cent 
for the cohort of 1989 to 92 per cent for 
tbe cohort of 1991 (see Table 3). Table 7 
shows the slndent-leaclier ratios for tbe 
school for this period. The period 1989- 
1991 the ratios were high, but they 
improved in the next few yean. Perhaps 
the improvement in the student-teacher 
ratios may have been instrumental in the 
better survival of later cohorts. However, 
another example illustrates that other forces 
may be at work at well. School no 34's 
worsening survival rate overtime (Table 3) 
cannot be linked to the student-teacher 
ratio which was good and remained stable 
over time (Table 7). 

13 The discussion in this section it guided by 
the conceptual ftameworfc developed by 
the Lee, Btyk and Smith (1993) review 
article. 

14 When arimd about dnldtcn leaving school 
premises before the end of the tch^ day, 
teachen coufitmed thsi this is a common 
practice. After the midday meal and receaa, 
many children go home. According to 
teuehers. In a sch^ without boundary wuBs 
or gates, it is difftcuit to pr e ven t this ftum 
kiDDtttiBt. 
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India: Crisis, Reform and Gro^db 

Arvind Virmaiii 

Sectoral analysis of the performance of the Indian economy demonstrates that growth has accelerated where 
reforms have been most extensive and has regressed where they have been slow. Individual sectors do not. however, 
grow in isolation. Slowly growing non-tradable service sectors eventually tettd to slow-down the faster growing 
ones. We need, therefore, to broaden and deepen the reform process if the momentum of higher growth is to 
be maintained. 


Introduction 

DURING the I98(te the average rate of 
growth of the Indian economy at S. 8 per cent 
was the I Ith highest in the world (WDR 
1996]. This was just behind Indonesia that 
had an average growth of 6.1 per cent per 
annum. Thailand was at fifth position with 
anaverage growth rate of ^.bpercent. China 
had the second fastest growth rate of 10.2 
per cent per annum. The better performance 
in-the 1980s was the result of a policy of 
decontrol which started around 1980. This 
it evident in the 2.8 per cent per annum 
growth in total factor productivity in 
organised manufacturing in the 1980s. This 
was 3.1 per cent point higher than during 
1960 to 1980, wten it declined by O.S per 
cent per annum [Ahluwalia 1991, 199S]. 
Incremental caintal output ratios during the 
1980s, at 3.8 were identical for India and 
China. Both were lower than for indemesia 
(4.3) and Thailand (4.S). Thus higher 
productivity and economic growth in India 
appear to be the direct results of policy 
reforms. 

This sub-phase of gradual de-control, 
however, culminated in a halanccof pay ments 
crises, because of the accompany! ng increase 
in the fiscal deficit. The gross fiscal deficit 
rose from 4.1 per cent of GDP in 1975-76, 
to 6.2 per cent in 1980-81.' It continued 
rising during the 1980s to reach a peak of 
8.4 per cent of GDP in 1990-91, making the 
macro-economic situation vulnerable to 
external shocks. The proximate trigger for 
the BOP crises was the disruption of oil 
supplies and higher cost of oil (Iraq crisis), 
coupled with political uncertainty and social 
instidiility.’ Even though economic growth 
during the i980s was quite high, it was not 
sustainable without a correction of the 
growing fiscal imbalances. A gradual 
correction though feasible in the absence of 
external and intenul shocks becomediffkult 
aftetwsds. The BOP crises did. however, 
faciliute a thorough re-evaluation and 
recastiog of the emire development policy 
framewoik.’ 

The BOP crises required dramatic 
stabilisation measures. The crises, along with 
the change in government that coincided 


with it, pro vided an opportunity for reviewing 
the entire economic policy framewoik. This 
reappraisal led to a two-pronged strategy for 
stabilisation and growth. Macro-economic 
stabilisation to restore the balance of 
payments, and basic policy reforms toensure 
private investment and put the economy on 
a path of eflicient, labour intensive growth. 
The stabilisation package was a classical 
one of expenditure reduction and ex¬ 
penditure switching; the former was the 
result of a reduction in the fiscal deficit, 
and the latter of a sharp devaluation. The 
reform package was dramatic and compre¬ 
hensive.* It encompassed taxation, capital 
markets, investment de-licensing, import de¬ 
control, tariff reductions and liberalisation 
of foreign investment and foreign exchange 
regimes. 

The Indian reforms arguably constitute 
one of the fastest and most dramaiic recovery 
from a BOP crisis. The 2.4 per cent of GDP 
reduction in the fiscal deficit and the 40 per 
cent devaluation had a dramatic impact on 
the macro-economics situation. The current 
account deficit fell from 3.2 percent of GDP 
in 1990-91 (the first year of crisis) to 0.4 
per cent of GDP in 1991-92. The growth of 
GDP (at faaor cost)* which fell to 0.8 per 
cent in the second year of crisis, recovered 
to 5.3 per cent in the first post-crisis year 
(1992-93). The stabilisation of the economy 
within the two-year crisis period formed the 
background for the recovery of savings, 
investment and growth in the post-crisis 
period, asaresult of comprehauiveecoiwmic 
reforms. 

n 

Evaluatkw of Reforms 

Given the problem of sqiaraling the effect 
of the crisis from the effect of policies to 
meet the crisis, we follow the conventiorul 
practice of comparing pre-crisis and post¬ 
crisis periods.* In our case these happen to 
coincide with the Seventh and Eighth Plan 
periods respectively, if we leave out the two 
intervening years in which cause and effect 
are too inierieaved to disentangle. The rale 
of growth of GDP (at factor cost) that 
averaged 6 per cent in the Seventh Plan 
period incremed to an average of 6.5 per cent 
during the Eighth Plan period. More 


remarkably the growth rate has avenged 7 
per cent during the last three years of the 
Eighth Plan. 

Sectoral Pbrkirmance 

The manufacturing sector has shown the 
greatest improvement in perforniance. The 
growth of manufacturing (GDP at factor 
cost) is likely to average about 8.9 per cent 
during the Kghth Plan period. This is 1.2 
percentage poims highn than during the 
Seventh Plan, and 1.9 percentage poinis 
higher than during the 1980s. It is not a 
coincidence that it has also seen the most 
extensive reforms.’ Because it was the most 
heavily controlled sector, the impact of 
reforms has been much quicker, even though 
a lot still remains undone. 

As anticipated some years ago, the 
performance of the infrastructure sector is 
becoming an increasing drag on virtually all 
aspects (exports, inflation, growth) of the 
economy.' Except for telecommunication, 
all other sub:Scctors constituting the non¬ 
tradable infrastructure sector in the national 
accounts have shown a deterioration in 
growth performance. The rale of growth of 
GDP from-railways, has decelerated from 
5.2 per cent per annum during the-Sevenih 
Plan, to 1.8 per cent per atuwm in the Eighth 
Plan (first four years). Growth of GDP from 
‘other transport’ has similarly slowed from 
8.9 per cent to 7 per cent, over the same two 
periods. Electricity, gas and water have 
decelerated sharply from an avenge growth 
of 9.5 per cent in the Seventh-Plan, to an 
expected 7.4 per cent- per annum in the 
Eighth Plan. Effective reforms in all these 
areas have been limited: Notwithstanding 
the permission to allow private tourist 
trains and the ‘own your wagon’ scheme, 
fundamental reform of railway (train) 
service is still not on the official agenda. 
In civil aviation, initial reforms permittiiig 
private operators, remain to be punued to 
their logical conclusion. The bold dedoioa 
to allow 100 per cent private and foreign 
entry irao electricity generatioa oocuned 
many years ago. Critical reforms it the 
state level, such u restructuring of electri¬ 
city boards (SEBs) and fomiatioo of Inde¬ 
pendent r^ulaton, have, however, barely 
started. 
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The only Infnutnictufe Mibi^ector (2 digit 
NAS) wMA has pafonnned better than before 
it leiecommunicatioa. Its rate of growth has 
risen to 14.1 per cent during the Eighth Plan 
(Rrtt four yean). This is much higher than 
the 5.5 per cent during the Seventh Plan. 
India was one of the flrtt countries to allow 
private competition in basic services (even 
though acUial entry has been slow) and was 
not too far behind other emerging markets 
in cellular services. The setting up of an 
independent regulatory authority it another 
imponant milestone. Growth could slow, 
however, if (i) there is continued delay in 
impletnenUHion arising from bureaucratic 
hurdles put upby vestcd/monopoly interesu, 
or (ii) reforms are not pursued to thei r logical 
conclusion, for instance by de-conlroliing 
the internet. 

The rate of growth of GDP from 
agriculture and allied sector has risen by 
6 per ceilt point. It averaged 3.4 per cent 
per annum during the Seventh Plan. It is 
likely to average 4 per cent per annum 
during Ihe Eighth plan. This performance 
is primarily the result of overall policy 
reforms. The reduction in industrial pro¬ 
tection through import de-control and tariff 
reductions has removed the bias against 
agriculture. This has provided a powerful 
incemive to farmers and spurred private 
initiative in agriculture and allied sectors. 
Accelerated poverty reduction, however, 
requires more compre-hensive de-control 
of all areas related to agriculture. These 
areas include, besides agriculture pro¬ 
duction, its inputs (e g, ferti-liser), output 
processing (eg, ginning), internal trade 
(eg. Essential Supplies Ad. movement 
conuols),'' international trade in agricul¬ 
tural produce (controls and QRs), budget 
policies (e g, invesiment-.subsidy mix) and 
risk mitigation instruments (futures and 
forward markets). 

Savwc and Investment 

Total gross domestic saving reached a new 
peak of 25.6 per cent of GDP in 1995-96, 
exceeding its previous peak of 24.9 per cent 
of GDP in 1994-95. This has also vindicated 
the strategy of encouraging savings by 
expanding saving opportunities and allowing 
savers to earn higher returns on savings, 
rather than giving special incentives. The 
savii^qrate rose from 20.6 per cent of GDP 
(aver^) during the Seventh Plan, to 23.9 
per cent (average) during the Eighth Plan 
(first four years).** Private saving has risen 
even more sharply to 22.5 per cent during 
Ihe Eighth Plan (average of first four years). 
This 4.2 per cent point increase was partially 
offaet by a 0.9 per cent point fall in public 
uving. leaving an overall increase of 3.3 per 
cent point of GDP. 


Orost capital formation (adjusted) in real 
terms reached a new peak of 27.1 per cere 
of GDP in constant prices, exceeding the 
previous peak of 2S.9 per cent in 1990-91. 
Over the first four years of the Eighth Plan 
it averaged 24.4 per cent of GDP, up 2.6 per 
cent points from the average of Ihe Seventh 
Plan. Gross fixed cap^l formation reached 
a new peak of 24.1 percent of GDP in 1995- 
96. This is imponant for growth and 
productivity change. It exceeded the 1994- 

95 peak of 21.9 per cent by a phenomenal 

2.2 percentage points. More than in the 
previous year, this record was due solely to 
a rise in private fixed investment. Private 
fixed invesitment rose from 13.4 per cent of 
GDP in 1994-95 (previous record) to 16.3 
per cent of GDP in 1995-96 (a new record). 
As a result, real private fixed investment 
averaged 13.9 per cent of GDP in constant 
prices during the ftfst four years of the Eight h 
Plan. This was 3.6 per cent points higher 
than during the Seventh Plan. In contrast, 
public fixed investment fell by I.S per cent 
point of GDP. The net result was a rise in 
total fixed investment by 2 per cent points 
to 21.8 per cent. 

The changes in the sectoral investment- 
saving balance also provide an interesting 
picture.The risein domestic savingin I99S- 

96 was primarily due to a rise in private 
saving to 23.7 per cent of GDP. This rise 
in private saving was not, however, large 
enough to keep pace with the rise in private 
investment. Asa tcsuU,lhe surplus of private 
saving over private investment as a percentage 
of GDP fell from 7.9 per cent (in 1994-95) 
to 5.6 per cent in 1995-96. The composition 
of private saving has also changed. Household 
physical saving rose sharply from 7.7 per 
cent of GDP (in 1994-95) to 10.7 per cem 
in 1995-96. Household firuincial saving 
declined from 11.5 per cem to 8.8 per cent 
of GDP. The flow of saving into the 
organised/rmanctal system declined from 

17.2 per cent of GDP (in 1994-95) to 14.9 
percemin 1995-96. This hadastrongimpact 
on the corpoiwe sector. 

The movement in domestic saving and 
investment suggests that, Ihe demand for 
funds for capita] formation from the corporate 
sector rose more sharply than the availability 
of domestic saving for this sector. The excess 
demand for investmem funds was met only 
partially by the inflow of foreign saving. 
Thisicd to widespread complaintsofliquidity 
crunch. The problem of liquidity is distinct 
from the problem of imbalance between the 
supply of and demand for investment funds. 
The former rdales to the growth of money 
supply and iu appropriateness with respect 
to production arid inflation objectives. The 
latter rdatei to theexceudemand for savings 
and ndihcrbankffinandal inatitutioa) credit 


nor government crowding out was thecuiprit 
with respect to this problem. The saving- 
investment gap of Ihe public sector actually 
fell from 7.0 per cem of GDP (in 1994-95) 
to 6.2 per cem of GDP in 1995-96, redudiig 
government crowd! ng out fromeariier levels. 
The excess demand for saving did, as one 
would expect in the absence of comrois, 
result in a rise in real interest rates. 

The change in the seaoraJ distribution of 
investment (at 1980-81 prices) between the 
Seventh and Eighth plans (first four yean) 
conforms to the earlier growth an^ysis. 
Capital formationinmanufactunnghasrisen 
from25.4 per cent ofthe total GDCF (during 
Ihe Seventh Plan) to 30.1 per cem in the 
Eighth Plan (first four yems). This result is 
consistent with the growthincemiveprovided 
by reforms. The share of agriculture (and 
allied sectors) has fallen marginally from 
10.6 per cem to 10.4 per cent, but this is 
accompanied by a sharp increase in the share 
of private investment. An improved structure 
of policies, such as public investment 
financed by reduced agricultural sabtkUa, 
will raise agriculture's share. Contrary to 
common perception, the share of in vestment 
in infrastrticture has risen significantly from 
23.S per cem of the total (in the Sevenih 
Plan) to 25 per cent of the total in the Eighth 
Plan (first four years). The distribution of 
investment within infrasuiicture has alto 
changed Though investment in the power 
sector has been inadequate, this is not true 
of infrastructure as a whole. This suggests 
that the historic burden of policy disiortioiit, 
absence of incentives for efficiency and the 
financial condition of many public uttllties 
(paniculariy electricity boatds) is a major 
reason for poor growth. 

MACItO PAXASIETEaS 

The following policies have constituiml 
important elements of the strategy for 
promoting efficient growth: (a) an opening 
of the economy to global trade, (b) reduction 
and rationalisation of tariffs, (c) co nym- 
hensive reform of Ihe foreign exchange 
regime, (d) easier access to foreign capital 
and technology and (e) increased diraci 
foreign investmem. Both impons andexpatt 
have grown at a faster rate (faring the Eighth 
Plan period, thus making it possible for the 
economy to exphrii its comparadve advan¬ 
tage more full y. At the sanne time self-reKanoe 
has increased and the exiemal position it 
stronger, as the export-impon rabo has 
risen, while the cuncm accouM deficit has 
declined. Import growth (DCQ and S) hai 
acedemed from 8.2 per cem per a«wg 
(duriiig the Seventh Plan) to 15.) |airr— 
per anmim during the Eighth nan. **rrMl 
growth has also ac c alen a ed fmm IMlMT 
cent to IIT |in rriiijin wnmlaiaigiaillhi 
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two plans. The net result is a rise in the 
export-import ratio (BOP) from0.61 toO.84. 
Ow the same two periods, the current 
account deficit is likely to fall from an 
average of 2.3 per cent of GDP to about 1.2 
per cent of GDP. On the financing side of 
the balance of payments, the debt-equity 
ratio has fallen b^ween the two plans. Thus 
the balance of payments was much stronger 
during the Eighth Plan than during the 
Seventh Plan. 

The reduction in the fiscal deficit has also 
contributed to the strengthen i ng of the balance 
of payments. The fiscal deficit of the centre 
has fidlen from 8.2 per cent of GDP (Seventh 
Plan average) to about 6 per cent of GDP 
in the Eighth Plan (estimated). The primary 
deficit, which is a better measure of the 
adjustment effort, has fallen mote sharply. 
It fell from an average of 4.8 per cent of GDP 
(during the Seventh Plan) to 1.4 per cent 
during the Eighth Plan (estimated average). 
The non-interesi revenue deficit has become 
surplus. This surplus rose from 0.8 per cent 
of GDP (Seventh Plan average) to 1.4 per 
cent ofGDP during the Eighth Plan (estimated 
average). Despite this improvement, the 
revenue deficit has increaiwd because of 
rising interest payments on the expanding 
debt It rose from 2.6 per cent of GDP 
(Seventh Plan average) to 3.1 per cent of 
GDP during the eighth plan (expected 
average). 

The weakest perfonnance of the economy 
has been with respect tO'inflation. The 
inflation rate (wpi), which averaged 6.7 per 
cent during the S^enth Plan was 2 percentage 
points higher during the Eighth Plan period. 
This has happened despite the fact that 
monetary growth, as measured by end year 
stocks of M3, has been margin^ly lower. 
Avenge growth of M3 decreased marginal ly 
between the two plans. It was 17.6 per cent 
during the Seventh Plan and 17.1 per cent 
during the Eighth plan. As world inflation 
rates are lower than ours (in the range of 
3-4 per cent as measured by equivalent 
iixfim) and the Indian economy is much 
more open, some convergence of inflation 
rates was expected. Such an expectation is, 
however, unlikely as long as non-market 
forces control non-tradableinfrastructuieand 
its productivity is declining. Convergence 
has not occurred because of rising shortages 
and visibly deterioiating quality of non- 
tndabicinfrastnjcture services (power, roads, 
rail ways, urban utilities) over the past decade. 
This has led to rising virtual prices of non¬ 
tradable infrastructure services that put 
upward pressure on the price level even if 
the oomrollcd price is undunged, ft also has 
an advene effect on the competitiveness of 
the economy, in terms of both exporu and 
import competing industries. (Juimtitative 



nestrictiom on pAmaty goods import and 
export also have the tame effect at non¬ 
tradable goods, and these have also 
contributed to higher inflation. 

m 

Policy Reform 

Extensive licensing of, and QRs on. 
intemationai trade in primaiy goods results 
in (effectively) convening these normally 
tradablegoods into non-tradable goods. TIttis 
any slow down in production, or reduction 
in excess supply position, of any such primary 
good has the same effect as for a natural non- 
tradable. Over the past five years different 
commodities (for example, cotton, sugar, 
wheat) have played this role at different 
times, thus imparting an inflationary bias 
into the system. A replacement of physical 
controls on imports and exports by import 
tariffs and export duties can re-convert these 
(restricted) goods into tradaUe, while fully 
protecting the interests of farmers." 

The policy framework for infrastructure 
development and the i nstitutions for delivery 
of infrasUucture need radical reform, almost 
a change in the mind-set. A set of strong, 
indeperuknt and professional regulatory 
authorities must be set up in all infrastructure 
sectors having elements of ‘natural 
monopoly’. The most common examples of 
such ‘natural iiH>nopoly‘ arc various types 
of networks (highways, canals, rail lines, 
electric transmission and distribution lines, 
telephoTK lines, sewage and water supply). 
The regulatory authority must have 
Jurisdiction not only over tariffs but also 
over the conditions of supply and all other 
matters that entail interaction between the 
suppliers and consumers (users). Investment 
in all infrastructure sectors must thereafter 
bede-controlled.The policy framework must 
legally require all owners of the ‘natural 
monopoly network’ to provide non- 
discriminatory access (wheeling) to all 
potential users at announced and approved 
(by the R^ulator) rates. Thus anybody would 
be free to set upa rail way transport (electricity 
generation) company and pay the Indian 
railways (state electricity board) the 
announced charges for use of its railway 
(electricity) lines. The Regulator would 
specify interconnection conditions, so that 
new producers or distributors could add one 
or more line segments to the existing network 
to supply new usen. Consequently, the port 
regulatory authority’s jurisdiction should 
include conditions of supply. Regulator/ 
authorities ate also needed for railways and 
irrigatiofi. 

To thwart the emerging infrastructure 
crisis, radical surgery must be petformed on 
the govenunent ovmed monopdy public 
ulilities and infrasuuclure service suppliers. 


Only a compietioiisive reorganisation and 
resinictu ring of these otganisatioiu can save 
them for playing a role in a ftrture high 
growth economy. The potedially competitive 
elements (e g, excluding network) of these 
organisations should be hived off Into 
professionally managed entitles. The legal 
strucuiie must ensure freedom from day-to- 
day interference from either the 
administrative ministry or the political 
structure. Thus the telephone, electricity and 
railway services could be corporatised while 
irrigation supply may take the form of co¬ 
operatives. The backbone(nauual monopoly) 
networks of telephone lines, railway lines 
and irrigation canals should also be converted 
intomoicindependentoiganlsalions. Though 
initially government may retain greater ditect 
control, eventually these should be legally 
independent. 

The remaining price, distribution and 
movement controls and in vestment licensing 
need to be eliminated, both at the central and 
state levels. In my judgment, this can be done 
in one fell swoop, without any need for 
1980s sty le dnkeringor bureaucratic phasing. 
Environment, public safety and defence 
concerns, coming under the purview of 
specillc laws and/or ministries, ate best left 
to the concerned ministries, so that they can 
be held accountable. Antediluvian quality 
conuol regulations need to be eliminated 
and replaced where necessary by modem 
ones. To force a thorough review and 
modernisation of all laws parliament should 
enact an over-riding law which will repeal, 
(a) all laws enacted before 1947, effective 
in one year, (b) all laws enacted between 
1947 and I960, effective in five yean, and 
(c)all laws enacted between I960 and 1970, 
effective in eight years. 

Real estate development and housing are 
another area requiring comprehensive 
reforms to unleash a boom in employment 
and investment. The Urban Land (Tetling 
Act needs to be repealed or substantially 
modiried. The Rent Control Act should not 
apply to premises rented or used for 
commercial purpose. In addition to freezing 
commercial construction, rent control 
encourages and protects generation and 
storage of black money in property and thus 
freezes government revenues from 
commercial property." Residential rent 
control must be reformed along the lines of 
the Model Rent Conool Act." Land under 
the control of organisations such as the Delhi 
Development Authority should be set free 
for development. A comprehensive review 
is required of the municipal laws, lulet, 
regulations and procedures with a view to 
simplifleation. The ot^ive Isa systea that 
encourages (legal) development of ntbao 
infrastructure and real estate, while 
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oentotliag tM proIidBiratiMl of Illegal 
ooMtniction activity. The fonner will 
haelf ramove lonie of the incentive for the 
Utter. 



Sectoral midytif of economic performance 
demorntratea that growth hai acceiefaled 
where refbnm have been most extensive, 
and has r^reased where they have been 
slow. Individual lecton do not however 
grow in isolation. Slowly growing non- 
tradable service secton eventually tend to 
slow down the faster growing ones. The 
deteriorated performance of non-tradid>le 
services hat slowed overall growth and it 
a miiior and increasing cause of higher 
inflation. We need to broaden and deepen 
the reform proceuifihemonieohimofhigher 
growth U to be maintained. The control 
mentality is like a hydra-headed monster 
infecting all government and public 
organisations. It must be rooted out and 
replaced by a pro-production and pro- 
investment approach. A sustained growth 


rale of 7 to 8 per cent U not only posiible 
but altoeaaential to acMevearapid reduction 
in poverty. Utit it the only way to retrieve 
the ground lost to early reformert such at 
Qiina. 

Notaa 

1 It may be recalled that there was a minor oil 
shock ia 1979-80, in addition to the droachi. 

2 A sabttantisi portion of India’s oil impoitt 
were directly or indirectly toavced from Iraq. 

3 AsinotfaercoiBttriesifaecriteiaUowediBdical 
reforim to be andertaken much more quickly 
Ihan it pouifale under nonnal (ovemment/ 
buRoucntic procedures. 

4 More to than inyone outside (iHemMionally 
or domestically) the conocmed ministries 
expected. 

5 GDPPC is commonly ased in ifitciission of 
growth met, even though ODPMP it used 
for deriving laiioe. 

6 That is the diniculty of constrecling an 
acceptable contra-iac^. 

7 Cen^ reforms such as those of taxation, 
capital nuaketf and foreign exchange, also 
impact moat directly on this sector. 

8 Japanese vitUon h^ started asking about 


biftattiuetare Mvetuneni and reform re erely 
aa 1992-93. 

9 For imtaace, ‘animal feed’ re c ontrol l ed 
under the ESA, stunting nMdemisatkw 
and growth inland flshety and other alUed 
secton. 

10 AmonglfaeffleaiiiretwhictaliavBhidapoeiiive 
effoct on lavinp are, (a) removal of policy 
distortions so as to promote efficicacy. 
productivity and gror^, (b) Umitifig or 
removing special ux excmptioiu omd 
deductions so as to simplify the tax system 
and bring down inoome tax rales, (opimnotiiig 
the devdoproent of rinancial insinMieats snd 
markets, so as to expand the range of 
opportunitiet available to savers, (d) de¬ 
controlling inKtest rates and reducing the 
impliciiuxalion oTuving in the fonn ofbaak 
depositt and goveiiuncni secuiiliet. 

11 Other policiet have been listed m Section J1 
above. 

12 Those who have paid pugree in Mack but 
pay lidicuhMsIy low rents for pnme property 
will be forced by the Delhi Rent Conuol net 
passed by porliamenl to at least pay 30 per 
cent lax under VDIS if they warn their 
lecognlied. If the act is changed diey may 
go completely free. 

t3 And the un-notifled Delhi Rent Control AcL 
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DISCUSSION 


Political Parties in a Fragmented Society 

Vikash N Pandey 


IN Iheir well argued paper. 'Party Strategics 
in the Uttar Pradesh Assembly Elections. 
1996' lEPW. February 1-7:214-22), 
Kanchan Chandra and Chandrika Paimar, 
have detailed the election strategies of and 
outcome (in terms of votes) for the major 
political portics/allionces. They have argued 
that in abstmcc of structural conditions, the 
moderate election strategies have only 
resulted ‘in each patty... (being) in the same 
position from which it had started’ (p 219). 
No doubt, ‘(t)herc were clearly changes in 
the distribution of the vote, among regions 
and among caste groups, but an increase in 
one direction was offset by the decrease in 
another...’ (ibid). 

This note is primarily to indicate the social 
basis of these changes which at the same time 
explains the status quo in terms of votes and 
seats gained by each patty/alliance. Mapping 
out these societal features would also help 
us understand the post-election scenario in 
UP: all political parties despairingly trying 
to evade the election results and form a 
govenunent even if a short-lived one. Put 
together, it is argued that if all the imagined 
permutations and combinations quickly 
evaporate like bubbles and political parties 
are a desperate lot. explanation lies in the 
fragmented society of Uttar Pradesh. In turn, 
it reflects the need for an alternate political 
discourse. 

Floating Combinations: 

Localised Truce 

In 1996. the BJP. BSP and SP have only 
managed to retain the same position they 
held in the 1993 assembly. None of them 
could come closer to the status of a big 
brother and dictate the terms for the power- 
share in the government formation. In fact, 
the frustration within the ranks of the BJP 
and SP is significant vis-a-vis a 'non¬ 
committal' BSP with whom both of them 
had a brief honeymoon followed by a bitter 
divorce. On the other hand, the BSP- 
Congress’s failure to become the second 
largest group has crippled their chances to 
bargain with the UF. 

Why so? The social contradictions had 
surfaced with the panchayat elections in UP 
eventually leading to the break-down of an 
artificial truce between two antagonist social 


groups: one led by the SP and the other by 
the BSP. The story was repeated with the 
BSP-BJP experiment. The 19% elections 
indicate that based on such accentuated 
antagonism, the social groups, by and large 
stayed on with their ‘rc|mscntative’ parlies 
(Chandra and Parmor have meticulously 
detailed this phenomenon). In other words, 
repetition of the last assembly in 1996 
elections denotes a sustained backing of the 
polarised social groups to the three political 
parties, namely, SP, BSP and BJP. Thus, 
there is a triangle of political parties and 
stxial groups in UP. 

At the same time, a closer scrutiny of the 
rcgionwiseperformanceofeachparty reveals 
another equally important pattern. The BJP, 
though gaining in Uttarakhand, has suffered 
major setbacks in other regions. But the 
BJP's loss has not been others’ gain. The 
UF has lost significantly in western UP and 
some parts of central UP. On the other hand, 
gains by the BSP-Congress alliance in these 
regions have been off-set by the heavy 
casualties in ca.stem UP. Hence, the cumu¬ 
lative effect of status quo. 

It implies that various social groups weigh 
the prospects of different parties in their 
respective constihiencies. In case the most 
preferred party was not in the winning 
position, some of these groups decided to 
back a ‘lesser devil’ against the most hated 
party and the social classes it represented. 
Let me elaborate this point. 

Firstly, there are some social groups, such 
as Muslims, which are not tied to a single 
messiah party in UP. For them, anything 
other than the BJP will do. Secondly, for 
non-yadav OBCs (including rajbhars, 
nishads, kurmis, Lodhs), also known as 
neo-Mandalised ‘most backward castes' 
(MBCs), the BJP is preferable to the BSP. 
And for majority of the higher castes, primary 
considerttkm has been to defeat the SP. In 
terms of aversion foraceitain political party, 
these groups are well determined. Thus, in 
spite of fatwas, cry of Jehad for hindutva 
and invocation of messiah of secularist^ and 
OBCs, local caste/class power nexus and 
configurations decide for whom various 
social groups eventually vote. 

Therefore, every patty could achieve 
whatever it has, not only because of its core 
clientele but also because of the support by 


someofthe other social groups. Borexample: 
in Bundelkhand and central UP, the BSP- 
Congtesii alliance could gamer Muslim 
support whereas In Ruhailkhand and some 
parts of central region, the SP could retain 
their support despite Shahi Imam’s appeal ' 
for the BSP. In fact, wherever the SP was 
not a winning horse, these groups opted for 
the BSP-Congrcu alliance. Moreover, it 
cannot be ruled out that in some parts, certain 
segments of higher castes also backed the 
BSP-Congress candidates primarily torlefeat 
their enemy member one, i e, Mulayam 
Singh Yadav-led SP. Even if in some places 
it was not so .tod a large section of higher 
castes remained with the BJP, a patty which 
could convince them about its chances, gained 
support from the other floating social groups. 
Similarly, in some constituencies, the BJP 
with its duo of KKs (Kalyon Singh and 
Kalraj Mishra) gained a local truce between 
BCs and higher castes primarily against 
ayawati’s BSP. 

The Limits and the Deadlocks 

As mentioned earlier, the last assembly 
was inaugurated with an alliance between 
OBCs, Muslims and SCs. Prior to this, the 
BJP had acquired miyority in the assembly 
(in between post-rathyatra and pre-masjid 
demol ition UP) due to the combined support 
of OBCs and higher castes. The latest BSP- 
BJP experiment crumbled at the instance of 
Kalyan Singh faction. Projecting itself as an 
alternative to Mulayam Singh’s leadership 
of OBCs, this faction caruiot afford to alienate 
the social strata it tries to seduce away from 
the SP. This section of the BJP shares the 
same conflict, as does the SP, with the BSF s 
core clientele of SCs. Thus, on one hand. 


Table: PexfoasrANCS of Aluances m 1996 UP 
Assembly Electiom 


Party/Alliance 

_SfiB!_ 

1996 1993 

BJP 

174 

177 

Samaia Party 

3 

. 

Total 

177 

177 

SP 

no 

109 

Janata Dal 

7 

27 

Olhen (CPI, CPM, 



CoiigKuT,BKKB) 

17 

4* 

Total 

134 

140 

BSP 

67 

67 

INC 

33 

21 

Total 

no 

9S 


Nou: • OnlyCPlandCPM.astlieCoainttT 
and BKKB did not exist at that point 
of lime. 
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the lefiuiag to aufiwrt a govetnnwnt 
h ca det) by Mayawati, and on die other, a 
BSP-fiJP alliance it oppoied by Kaiyan 
Singh. 

Kaiyan Singh faction continues to cherish 
the memory of pre-Ayodhya BJP, that 
some day it may be able to revive higher 
castea-MBCs aliiance and again become a 
winning bet against the SP. However, 
counter-arguments are: even if it happens as 
it did in Gujarat, will it not succumb to an 
inevitable clash between Keahubhais and 
Vaghelas, and thereby break down, as 
experienced in Gujarat itself? On thecontraiy, 
K^nti Mishra faction is in favour of this 
alliance with the hope that such getting 
together of savornas and dalits will take 
away the advantages from the INC. 

The fact is that such inabil ities to negotiate 
are not simply due to personality clashes 
between the triadofMulayam Singh, Kelyan 
Singh and Mayawati. Its roots are in the 
fiercely fragmented society. 

Essentially, every party has reached its 
plateau. Bach one has consolidated its own 
coreclieMeleandgaincdsomeextra-mileage 
due to ad hoc alliances and support from 
ceitain floating social groups. Nevertheless, 
the contradictions among the diverse social 
classes are so sharp and real that every 
alliance can only be superficial and short- 
lived. The formula of a core social group 
(caste, religious, etc) mastered as an art in 
the electoral politics has helped all the three 
political fronts to reap the harvest and 
emerge as the key players. But. it has also 
exhausted its potentials. Now, the political 
representalives are facing a deadlock. 
They cannot afford to let another social class 
reach the political centre-stage and yet are 
unable to make a breakthrough to sit on the 
throne. 

No party/alliance is in a position to 
manufactuie a mathematical montage and 
form the government based on a posterior i 
imageries of the ‘popular mandate’ and 
‘moral duty’. After the parliamentary 
elections it was sdll possible (for both, the 
BJP and the UF) to evoke these magic tricks. 
The UP elections have not left even this 
much scope. Far remote is the actualisation 
of such imageries. No more can a mere 
simulation of a subslanceless illusion be a 
substitute for the teal working of demo¬ 
cracy. And the realities arc: (a) intense 
political contestations among antagonistic 
social classes; and (b) less of a scope to 
further short-drcuii such conflicts. Ad hoc 
combinations are running out of steam. 

In the contemporary fragmented society, 
every political patty is a minority. Each one 
is facing the irony : the factors which help 


them to conaolidate their out-posti in the 
political battlefieldi are currently their 
limitatiom'. They are there; they cannot be 
written off; yet they are unable to create that 
magic figuiet Th^ are now prisonen in 
their catties. 

The current gymnaitics of government 
formation are, in many ways, panic-stricken 
efforts of post-election manufacturing of 
a consentus/popular mandate and the 
claims to be largest party in the parliament/ 
assembly by the BJP and a secular alliance 
b> non-BJPparties. These mimericaJ indices 
are manipulated to supersede the increa¬ 


singly divided, smaller and segmented 
social forces and their political straggles. 
The UP scenario reveals the bmkrupicy of 
such political pragmatism and its inability 
to come to terms with the current lociai 
turmoil. 

UP has, in fact, rejected the habitual 
manoeuvringof elector^ ‘consenMis’, where 
there is none. It is also a notifkartion for 0) 
a need to look beyond simplistic statistical 
dectonl cakulatioiis; (i i) a necessity to reflect 
on the sodai transformations and its impact 
on our democratic polity; and (iii) the urge 
for an alternate political discoutie. 
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Environment and 
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Sdwdulei lonoiag part af tbe Balatiff Sheet of the 




bidiaB 

BnMheaaa 

OB 31 March 1997 




Aa M 

Aeon 


As aa 

■cm 


31J.1997 

31J.1996 


314.1997 



(RaM9) 

(ReOM) 


(RaiOO) 

I3QII 

SCHEDULE 1 - CAPITAL 



SCHEDULE 4-BORROWlNGS 



Amount of depoatt kept with the 



L Btwnnriaga in India 



Reaene Bank of India under 



0 Reierve Bank of India 

NU 

39400 

Sectioa 11(2) of tbe Banking 



ii) Other banka 

Nil 

714434 

Rcfulatioo Act. 1949. 

210,000 

177400 

iii) Other inatilutions and 

2,531 

4419 

TOTAL 

210,000 

177400 

igcncMft 


2431 

758453 



hMMaaHMaH^B 


SCHEDULE 2-.RESERVES 
ANDSURPUS 



IL Borrowinga eutatde India 

Nil 

Nil 

L Statutory Raernrc 

Opening Balance 

170,511 


TOTAL 

2431 

758453 

Secured borrowings included 
in 1 and II above 

SCHEDULE S-OTHER 

2431 

4419 

Actions (hiring the year 

26,258 



196,769 

170411 






H. Capital Rcacnre 



LIABaiTIES AND 



Operang Balance 

230,324 

43,048 

PROVISIONS 



Additioni during the year 



I. Billa payable 

36.476 

82444 

Propeity Revaluation Reierve 

Nil 

189,434 

11. Due to Head Office 

96417 

83492 

(See Schedule 17 



111. Interest accrued 

562.135 

586480 

Note2(gKU)) 



IV. FX Revaluation 

220.493 

303,771 

Tramfer (itom Profit and 

Lou Account 

Tnntfer to Profit anri I 

7,297 

Nil 

V. Othen (including provisioni) 

S4.I3S 

50,431 

TOTAL 

969456 

1486418 

AccouM 

(4.683) 

(2.158) 





232,938 

230424 

BALANCES WITH RESERVE 
BANKWINIHA 








HL Bainnoe la Profit and 



1. Caih in hand (inciuding 

4.086 

4456 

Laee Aeeoaat 

689,848 

587,430 

foreign cuncncy notu) 



Leu Remittance for 1993 

(123,128) 

Nil 

II. Balance! with Reserve Bank 




566,720 

387.430 

of Indift 

i) in cunent account 

284,849 

676,177 

TOTAL 

996v427 

988485 

TOTAL 

2S843S 

688,733 

SCHEDULE 3 > IWPOSITS 



SCHEDULE 7-BALANCES 



A. L Deauad DapoaHa 



WITH BANKS AND 



i) From banka 

1U33 

17,189 

MONEY AT CALL AND 



ii) Prom othen 

796,793 

217,788 

raORT NOTICE 




808,026 

234,977 

L In India 

i) Balances with banka 

a) in current accounts 

b) in other accounts 



a Savlup Bank Dcpaahi 

265,260 

310,972 

34,167 

24480 

7498 

28410 

nLTerai Dapeaili froai 



ii) Money at call and ihon 
notioe 



1) Prom othen 

7,835,079 

7476,668 

a) with Banka 
n. OaMdcIndin 

100,000 

ra 

TOTAL 


1,122417 

i) In cbtrem accounts 

ii) In deposit aocounis 

1,040,610 

700443 

9374U 

Ml 

B. i) DapaeUaafbraadwf 
kaladla 






8,928J63 

8.122.617 

TOTAL 

1499,7M 

md}zm 
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Schedule! fonniiic part t^the Balance 9iaetof the 
Indian Branchea as on 31 March 1997 



As on 

As <» 


Aa on 

As on 


31J.1997 

314.1996 


314.1997 

314.1996 


(Rs 900) 

(RsOOO) 


(RsUOO) 

(RsOOO) 




IL Other Fbnd Aaaets 



(See Schedule 17 Note 2(e)) 



Oncluding fumiiute and fixtures) 



L lamtmenta in India in 



At cost u on 31 March 



i) Govenunent securities 

2,538,208 

2447487 

of the pnoeding year 

47,434 

46,037 

ii) Other ^)pn>ved secutidet 

268,606 

260.489 

Additions during the year 

5,963 

Z129 

iii) Shares - fully paid 

50 

50 

53497 

48,166 

iv) Debentures and Bonds 

779450 

879450 

Deductions during the year 

(578) 


v) Others 

- Unit '64 of Unit Trust 
of India 

- Certificate of Deposit 

Nil 

Nil 

443,950 

130,388 

Depreciation to date 




18.492 


TOTAL 

■EfZFni 

2834S0 

TOTAL 

3486.414 

wjzmim 

SCHEDULE 11 - OTHER 



n. Gross value of Investments 





in India 

3492.974 


ASSETS 



Aggregate Provisions for 



I. Interest accrued 

141,330 

129,393 

Depieciadon 

(6460) 

(26,829) 

II. Tax paid in advance/tax 

104,235 

199,464 


348^14 


deducted at source (net) 

SCHEDULE 9-ADVANCES 
(See Schedule 17 Note 2(0) 

A. i) Bills purchased and 
discouttod 

ii) Cash credits, overdrafts 

422,136 

786,750 

III. Stationery and stamps 

IV. Items in the course of 
collection 

V. FX Revaluation 

VI. Staff Loans 


508 

77,128 

128,631 

34,798 

and loans repayable on 
demand 



VII. Others 

17,682 

18,087 

362,317 


TOTAL 

497404 

588.009 

iii) Term loans 

3464.938 

■|lr 

SCHEDULE 12-CONTlNGENT 



TOTAL 

4449491 

44884*5 

LIABILITIES 



B. i) Secured by tangible assets 

4,163,201 

3,872,749 

I. Liability on account of 

8495,712 

12491.392 

ii) (^veted by Bank/ 

outstanding forward contracts 

Government Guarantees 

186,190 


II. Guarantees given on behalf 



iii) Unsecured 

Nil 

309,144 

of customers 
a) In India 

222,160 


TOTAL 

4449491 

44^8485 

C L Advances in India 

b) Outside India 

310,873 


i) Priority Sectors 



III. Acceptances, endorsements 

348,052 


(mcha^ eamort finance) 

330493 

442,629 

and other obligations 

480,636 

ii) Othen 

4,018,998 

3,945,956 

IV. Other items for which the 
bank is comingently liable 
a) Disputed Inconw Tax 



TOTAL 

4449491 









; 1 > 1' 



liabilities pending in appeal 






(See Schedule 17 Note 5) 



1 PiwmIws 



i) For Assessment Year 



(including Leasehold) 



1991-92 

25.588 

32.737 

(See Schedule 17 Note 4) 



ii) For Assessment Year 



At vahmion as on 31 March 



1992-93 

8,429 

8,429 

of the preceding year 
Additions during the year 

269,683 

51fi80 

iii) For Assessment Year 
1993-94 

753 

12,245 

Additions 

211 

22469 

b) Disputed Interest Tax 



Revahialioo 

Nil 

189,434 

liabilities pending in appeal 



Disposals 

(6) 

Nil 

(See Schedule 17 Note 5) 



269.888 

269.683 

i) For Assessment Year 

1,942 

Nil 

Deprecialion to date 

(13445) 


1994-95 


~TSS3a 


TOTAL 

9413409 

U490493 



_1 
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Schcdolca foraaing part of the Profit aad Loaa Accooat of the 


latUaa Braadhea Ibr the year cmM 31 March 1997 




Year caded 

lYeareaded 


Year caded 

Year caded 


31J.1997 

31J.1996 


314.1997 

314.1996 


(Rs009) 

(RaOOt) 


(RaOOO) 

(RaOOO) 

SCBEDUIJE 13 .INTEREST 
EARNED 

I. Interett/discount on 
advanccfArillt 

II. Income on investmenu 

III. Interest on balances with 
Reserve Bank of India 
and other inter-bank funds 

IV Others 

651,931 

435,522 

154,906 

843 

542,660 

460,853 

188,300 

802 

SCHEDULE 16 - OPERATING 
EXPENSES 

I. Paymenu to and 

provisions for employees 
(See Schedule 17 Note 3) 

42,602 

41432 

II. Rent, taxes and lighting 

3.968 

3417 

III. Printing and stationery 



2457 

2441 

TOTAL 

1043402 

1.192415 

IV. Advertisement and 






publicity 

810 

2.787 




V. Depreciation on bank’s 



SCmaXILE H-OTHER 



propetly (See Schedule 17 



INCOME 



Note 2(g) (iii)) 

10,073 

9,889 

I. Commission, exchange 



VI. Indian Advisory 



and brokerage 

34,688 

29442 

Board Members 



II. Profit on sale of 



* fees, allowances and 



investments (net) 

III. Loss on sale of land, 

34,146 

(13,733) 

expenses 

24 

24 

buildings and other 
assets 

(9) 

i 

(45) 

Vn. Auditors' fees and 

300 

300 

IV. Profit on exchange 


expenses 

transactions (net) 

24,121 

25,230 

Vin. LawCSiaiges 

64 

1 

TOTAL 

92446 

40494 

IX. Postage, Tel^rams, 






Tetephones. etc. 

3.973 

3,927 

SCHEDULE 19- INTEREST 
EXPENMD 



X. Repairs md mainteoance 

Z471. 

2,171 




XI. Insurance 

3432 

3460 

I. Interest on dqMsits 

II. Interest on Reserve Bank 

974,177 

798.110 

Xil. Head Office Charges 

12,725 

8400 

of India/intcr-bank 





borrowings 

III. Otben 

65.949 

512 

81441 

823 

Xin. Odier expenditure 

24,686 

10444 

TOTAL 

1440431 

000,774 

TOTAL 

iroos 

Hjm 




i 

! 
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The British Baak af the MIMle Eari 
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SCHEDULE 17 

NOTES FORMING PART OF THE FINANCIAL STATEMENTS OF THE INDU BRANCHES FOR THE YEAR 
ENDED 31 MARCH 1997 

1. Baris of preparation 

a) The financial statements made upto 31 March 1997 comprise the accounts of the India Branches of The 
British Bank of the Middle East (*^6 Bank”), which is incorporated and registered in England. The Bank’s 
ultimate holding company is HSBC Holdings pic, which is incorporated and registered in England. 

b) The rinancial statementt are prepared under the historical coat convention as modined by the revaluation of 
premises, and in accordance with the generally accepted accounting principles and the statutory provisions 
and practices prevailing within the banking industry in India. 

2. Priadpal Arronntiag Policies 

a) Ineosnc rccognitioti 

interest income is recognised in the profit and loss account as it accrues, except in the case of interest on doubtAd 
debts, interest on doubtful advances is credited to a suspense account which is netted in the balance sheet against 
the rrievant halances, and not recognized in the Profit Loss account unless required. 

Fee income is accounted for in the period when receivable, except where the fee is charged to cover the cosu of a 
coiUinuing service to, or risk borne for, the customer, or is interested in nature. In these cases, the fee is 
reci^ized on an appropriate basis over the relevant period. 

b) Transariioaa involviiig forrign exchangr 

i) Assets and liabilities denominated in foreign currencies are translated into Indian Rupees at the rates of 
exchange notified by the Foreign Exchange Dealers Association of India (”FEDAr) at the year end, 
except for those foreign currency non-resident deposits eligible for conversion with the Reserve Bank 
of India (”RBI”), which are translated at the notional rates applicable to these deposits. 

ii) .-Revenues and expenses are translated at the tales prevailing on tte transaction date. 

iii) Outstanding foreign exchange contracu are revalued at the forward exchange rate notified by FEDAI at the 
year end and the resultant gain or loss is included in the profit and loss accoum. 

c) Staff redrement bcoclits 

Provision for retiteinent benefits in respect of pension and gratuity funds it made bated on actuarial valuafiont 
conducted by a qualified actuary. 

d) Sccorities 

i) All securities which cover both debt and equity securities are clauified as cunent securities and are valued at 
the lower of cost and market value in aggregate for each category of investments in compliance with RBI 
requiremefits. 

ii) Maritet value it determined in accordance with the RBI circular DBOD Na BP.BC 3(V2I.04.048 dated 9 April 
1997. Quoted securities are valued based on market quotations. Unquoted securities are valued by refenaoe to 
the yield to maturity as prescribed by the RBI. 

e) Advaacea 

Advances are stated net of provision for doubtful advances and interest in suspense. Specific provision is 
made for doubtful advances as and when they are so considered, based on a periodic review and in line 
with the provisioning guidelines issued by the RBI. When there is no longer any realistic prospect of 
recovery, the outstanding advance is written off. 

(0 naedasKts 

i) Fixed assets are stated at historical cost leu accumulated depreciation, with the exceptioa of prearises which 
are staled at valuatien or cost leu accumnlaled depredatkie. 

ii) Premises are revalued by professionally qualified valuen with auflirieat r^ularity to ensure that the net 
carrying amount does not differ maleriaBy from the fair value. Snrphis arisiag frota the r eval u ation is 
transferred to the 'Capttal Reserve' account 

id) Depreciation is cri cui ated lo write off the assets over their esrimaled usefitl lives on aliaighi line basb as 
firilows: 

- Freehold land is not depreciated. 

- nemiaet are depredated at 2% per annum. 

> Other fixed asaett are depreciated at 20% per annum. 
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There is a continfeiit liability for atieumeal year I99l>92 to I994<9S of amm>xiinately 37 oiillion which is 
preseotly in appeal. On the basis of informatiao aod advice corrently available, aunagesncM does not anticipate 
any liability on the aulters disputed by the tax authorities. 

4. Capital adstpH^ rode 

The B«k*s capital adequacy labo, calfulated in a cc erds ff with the RBI puidelines. is as follows: 



Asm 

Asm 


313.1997 

313.1996 


(RsW9) 

(Rs888) 

Her 1 capital 

661369 

642361 

Tier 2 capital 

108335 

103346 

Total capital 

770,704 

746307 

Total risk weighted assets and contingents 

6383.173 

7303.749 

Capital ratios 

Tier I capital 

ia37% 

8.80% 

Total capital 

IZ07% 

10.22% 

PVWiilMH 


Year ended 

Yaar ended 


313.1997 

313.1996 


(Be 888) 

(Rs888) 

fTovisioii (br Tnatko 

37300 

54392 

Appredation/Depreciatian in value of InvestmoHs 

(20370) 

25381 

Proviaioa for Bad and DouMul Debu 

19303 

19371 


57335 

100,144 


Of the Rs. 20 ndllion oo spprecistioo on Investments, an anmat of Rs. 11 milliao is mchided whhin provision for 
taxatkm and the balance aoimint (Rs. 9 million) has been appmtioaed to Stsmtoiy Reserve (Rs. 2 million) and Caphal 
Reserve (Rs. 7 millioo). 

«. Nsn Farfannh^ Aasem (NPA) 

The percentate of Net NPAs to Net Advances was 6.30% as at 31 March 1997. 

7. Ceanpanlive Bpnrea 

Certain comparative figures have been reclassified to oonfimn with the current year’s p resent a t i oiL 
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BritishBank 

MMcr HSBC (Asip 


The British Baak of the liliddlt East 

(Incoiporaied in England by Royal Charter 1889) 


Auditors’ Report on the Finandnl Statements of The British Bank trf the. Middle 
East - India branches under Section 30 of the Banking Regulation Act, 1949 

We have audited the Balance Sheet of the Indian Branches of The British Bank of the Middle East 
(“the Bank”) as at 31 March 1997 and the related Profit and Lost Account for the year then etkled. 

We have obtained all the infonnation and explanations which, to the best of our knowledge and belief, 
were necessary for the purposes of our audit and have found them to be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the 
provisions of sub-sections (1), (2) and (S) of Section 211 and sub-section (S) of Section 227 of the 
Companies Act, 19S6, the financial statements are not required to be, and are not drawn up, in 
accordance with Schedule VI of the Companies Act, 1956. The financial statements are therefore 
drawn up in conformity with Forms A and B (revised) of the Third Schedule to the Banking 
Regulation Act, 1949. 

In our opinion, the financial stmements give a true and fair view of the state of affairs of the Bank as 
at 31 March 1997 and of its profit for the year then ended. 

We further report that; 

(a) the financial statements are in agreement with the books of account and give the infomution required 
by the Companies Act 1956, in the manner so required for banking companies: 

(b) the Bank has maintained proper books of account as required by law insofar as appears from our 
examination of those books; 

(c) the returns received from the branches of the Bank have been found adequate for the purposes of our 
audit; and 

(d) the transactions which have come to our notice have been within the powers of the Bank. 


For Bharat S Raut A Co. 
Chartered Accountants 

Balqji Swaminalhan 
> Partner 

Mumbai; 26 June 1997 
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Globalisation and Poverty 

Globalisation cannot be divorced from the historical setting of the 
relationship between developed and developing countries. Given this, it 
is necessary to reconceptualise the consequences of structural adjustment 
programmes for poverty by locating the origins of these programmes and 
by understanding the measures adopted in different countries to deal 
with socio-economic inequality and poverty, pre- and post-SAP. 2117 

State-Building and Nuclear Enterprise 

The atomic energy enterprise was a key part of the larger effort of the 
post-colonial state to create a new site of legitimacy for itself after 
independence. Seeking first to dominate ihe scientific field and then to 
insulate itself from political conflict, its •u.'ictioning was protected by 
'secrecy' and ‘urgency’. Its work thus represented the performance of 
the post-colonial state attempting to ward off the immanent crisis 
of legitimation. 2136 

Confrontation in Kerala 

The crisis in paddy cultivation and the farm workers’ agitation are only 
a symptom of the deeper malaise afflicting Kerala’s economy. This 
return to confrontational politics will affect the efforts to develop 
the state’s productive sectors. 2089 


Social Change and Dalits I Scientist as Subject 
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Has the process of marginalisation - 
with the base of the power sinictuie 
becoming narrower and society 
consequently less democratic and 
intensely polarised as was the 
situation under colonial rule - given 
way to a broadbasing process in the 
last SO years making for positive 
change for the dalits? 2160 


Beyond Trauma 

By countering moralising and 
sentimentality in their nairative 
strategies. Saadat Hasan Manto 
writing on Partition and Istvan Otkeny 
writing on the Holocaust enabled 
the reader to deal with and go 
beyond the paralysing eHecls of 
these traumatic experiences. 2147 


Workers* Loss 

A recent survey of the 168 
industries which were ordered to be 
relocated outside Delhi city limits 
or closed down shows that the 
owners have benefited at the 
cost of workers. 2698 


Probing Dalit Anger 

While daiit anger over the 
vandalUadon of an Ambedkar statue 
needs to be assuaged, it is more 
impoftant to locMe and identify the 
roott of their despair and fnulradm 
which prompt the violence. 2896 


Political studies eschew the political 
scientisi as an experiencing subject 
and this has made the discipline 
incapable of responding to Ihe 
everyday language of politics. 2164 


Reading Rules 

Like much else in society, the act of 
bringing rales to life gets refracted 
through a variety of factors: po A'er, 
culture, local tradition, stc. A closer 
look at the process of the crafting of 
new administrative rales for tribal 
areas in Maharashtra shows how 
Ihe political agenda of the state 
is translated into action. 2692 


Dominant TnMiition 

The Jagannath cult in Orissa with its 
long and well Entrenched history has 
directly and indirectly cooiribul^ to 
the nuiture of even its critics, such as 
Mahima Dhainia. As a result there 
has been little indigenous 
opposition to die tradition at 


Importance of Iran 

The Indo-lranian inidatives of April 
1995 covering joint ventures in 
many impotlant areas need to be pnt 
into action quickly given the 
increasing importanoe ttni baM wOl 
asnune for India in the p eriod 
of globdiaation. 2166 














LETTERS TO EDITOR 


Directive on 

Biotedinological Inventions 

ON July 16 the European Union Parliament 
voted in favourof pn^sed legislation which 
would allow 17-20 year patents (in effect, 
exclusive monopoly rights) to be taken out 
within the EU on living material - plants, 
animals and parts of humans. Ifimplemented 
- and it can still be stopped - the legislation 
would prove a major victory for those 
transnational corporations which have been 
lobbying to impose monopoly rights over 
life forms through patents, and jeopardise the 
livelihoods of millions of people in the South. 
European colleagues have asked Southern 
partners to join with them in making every 
effort to ensure that the Directive does not 
become law. The next stage in the European 
legislative procedure takes placein November 
this year when (in a meeting of the Council 
of Ministers) the government of each EU 
member country will decide whether to 
approve the legislation or not. If enough 
pressure can be brought to bear on the 
governments, the legislation could still be 
blocked. 

We have drawn up a 'Memorandum from 
Concerned Southern Citizens' in conjunction 
with coiKemed partners in Europe - The 
Gaia Foundation and The Comer House (the 
new group set up by the former editors of 
The Ecologist). The memorandum outlines 
our grave concerns about the proposed 
European legislation. It calls forthc Directive 
to be delayed until wide and public 
ccmsultation has taken place on the issues 
involved, both in Europe and i n the countries 
of the south. The memorandum will be 
delivered to EU Development ministers in 
September. 

Vandana Shiva, Tkwoloe Gebrk 
Eg/iabih-r, Martin von Hii.ObBRANo 

Dalits Protest before UN 

DALITS from II different organisations 
staged a demonstration on July 21 at the 
Hammarskjold Plaza in front of the United 
Nations in New York. It was in protest against 
the desecration of the Ambedkar statue and 
the police firing on dalits at Mumbai on July 
11. The slogans raised at the demomstratiun 
were loud and clear. ‘Stop killing dalits’, 
‘Dalits’ rights arc human rights', ‘No more 
caste wars', 'Caste .system, India's shame’, 
and soon. The protest meeting was organised 
byVolunteersinSetviceoflndia'sOppressed 
and Neglected (VISION), International 
Bahujan Organisation (IBO) and nine other 


organisations including four religious bodies 
affiliated to Buddhism and Sikhism. One of 
the placardscarried read 'Hinduchauvinists! 
Hand over Bodh Gaya to Buddhists'. 
Speeches made at the meeting displayed 
emotions aroused by the trauma caused by 
the garland of shoes on the Ambedkar statue 
and the police firing on dalits at Mumbai 
and other places. SpeakenincludedLakshmi 
N Berwa from Washington, DC, Rahul 
Deepankar from Chicago. Suraj Pal from 
Philadelphia, P N Arya. Har Dayal and 
V K (Thowdhury from New Jersey, and Pyare 
Lai, Om Prakash, and Dhyal Karra from 
New York. After the meeting which lasted 
fur three hours, a memorandum signed on 
behalf of the 11 organisations was submitted 
to Kofi Annan, secretaiy-gcncrai. UN. The 
memorandum requests the UN to investigate 
the atrocities against untouchables through 
Us Human Rights High Commissioner. 
Special Rapporteur on Racism and Racial 
Discrimination and Xcnophobia.and Special 
Rapporteur on Child Labour and Child 
Prostitution. The memorandum points out 
that: “Police attacks on untouchables who 
held demonstrations, and on mass 
organisations in Maharashtra, Delhi, Gujarat, 
and other parts of India, arc attempts to 
silence protest and conceal the July II 
incident. Due to their control of the media, 
these 'high' caste Hindus are unlikely to 
face prosecution. 

“This massacre of innocent people is the 
crudest manifestation of anti-untouchable 
pi^licy being consistently pursued by the two 
fundamentalist Hindu parties - Bharatiya 
Janata Party (BJP) and the Shiv Sena 
government ot .VIahara-shlra and other stales. 
Governments at all levels have been openly 
hostile to the rights of untouchables in India. 
Ram Vilas Paswan, a cabinet minister of the 


national government, said that untouchables 
need protection in Maharashtra. Last year, 
the UN Committee on Elimination of Racial 
Discrimination (CERD) stated in its ’Indian 
Report - Concluding Observations’, that 
India had(i) failed to protect its marginalised 
people, untouchables and tribals, from 
atrocities committed by “high” caste Hindus, 
(li) failed to punish the guilty to the fullest 
extent of the law, and (iii) failed to give 
reparations to the victims and dismantle the 
institutionalised system of 'high-caste' and 
'low-castc' (CERD/C/304/Add 13, dated 
September 17. 1996)... India is the only 
country in the world where suchan inhumane 
and cruel system of discrimination has existed 
for so long as to cause the destitution of 
nearly 2.10 million people...The Indian 
Constitution has abolished the practice of 
untouchability and made it acriminal offence, 
however implementation of the laws are 
lagging. This is because less than 15 per cent 
of the population, consisting of ‘high 
caste Hindus and their supporters, control 
over 90 per cent ol the country’s wealth, 
police, judiciary, and media. Unless the 
Hindu caste system in south Asia is studied 
thoroughly and recogni.sed by the UN, the 
live.s of millions will be sealed in child 
laboui, bonded laboift', child prostitution 
and landless labour, virtually as 'slaves' 
In order to maintain peace and securit) 
in south Asia, this situation must change 
India can ca.sily lapse into another pemxl 
of violent .social unrest. Ifthe Hindu apartheid 
caste system is not dismantled m time, Indii 
may experience yet another uncontrullablt 
civil war which may alfccl tlic whole ol 
:>outh Asia". 

P P Lakshms' 
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Policing NBFCs 


'^CAMS and frauds have their uses; they make the 
3 bureaucracy wake up to the need for more vigorous 
cgulation, control and supervision. After the Harshad Mehta 
cam of 1992 were established the Board for Financial 
Supervision as well as a separate Department of Supervision 
DOS) in the Reserve Bank of India. The DOS took over 
upervision of the all-India Tinancial institutions and the non- 
lanking financial companies (NBFCs), apart from commercial 
lanks. The new prudential supervisory system introduced by 
he DOS in September 1995 is comprehensive, but except 
or some facts about capital adequacy ratios and non- 
icrforming assets of the major banks, little information on 
low the new system is working has been made public, unlike 
n. say. the UK where an annual .statutory report on the 
working of the supervisory system is published liy the Bank 
if England. 

The most comprehensive attempt at regulation and 
upervision has concerned the different segments of NBFCs 
>nd the process has been hastened by the exposure of the 
apsesrelatingtoCRBCapitalMarkets.Ba.scdontheA C Shah 
.'ommittce's recommendations of September 1992 after the 
larshad Mehta .scam, the RBI in 1994 had proposed to the 
lovemment comprehensive amendment of Chapter IIIB of 
he RBI Act to arm the central bank with powers to require 
ompulsory registration ofNBFCs, shift the focus of regulation 
rom deposit acceptance to assets, issue guidelines on prudential 
lorms and ensure transparency of accounts, provisioning, etc. 
)ut it IS only after the exposure of the CRB Capital Markets 
raud that the government hurriedly issued the Reserve Bank 
if India Act (Amendment) Ordinance 1997 in January this 
car. In the meantime, though it waxed eloquent on regulating 
he NBFCs and prescribing prudential norms for them, overall 
ie Reserve Bank took an ambivalent position in that, following 
inancial sector liberalisation, it considerably relaxed controls 
n NBFCs. in the process even putting commercial banks 
t adLstinct disadvantage. For instance, in July 1996 registered 
'BFCs which met the requirement of satisfactory credit 
aiing and prudential norms were freed from interest rate 
cgulation and the overall ceiling on deposits. Even the 
esthetions imposed in March 1995 on borrowing from banks 
nd rtnancial institutions were subsequently done away with 
or such NBFCs. 

Now, after the CRB debacle and the enactment of the 
Reserve Bank of India (Amendment) Act 1997, the whole 
amut of derinitional and coverage issues relating to different 
rpes of NBFCs seem at last to have been sorted out. The 
arlier ordinance had required, following the A C Shah 
'i>mmitiee's recommendation, that all NBFCs with net owned 


funds of Rs 30 lakh ar.d more must be registered with the 
RBI, which would have probably covered about 12,000 
NBFCs out of some 41.000 financial companies on tbe RBI’s 
records as of March 31,1996. However, underthe amendment 
act the norm for compulsory registration was reduced to 
owned fundsof at least K.s 25 lakh which increased the number 
of companies covered from 12,(K)0 to 41,000, against which 
37,478 had got themselves registered by the July 8 deadline. 
The Act has also made the definition ofNBFCs all-embracing, 
covering both acceptance of deposits under any scheme and 
lending in any manner .As a result a number of loan and 
investment companies have been covered, causing FlCCl to 
complain that companies registered under the Companies Act 
by business houses for the sole purpose of making investment 
in group companies have been required to register themselves 
as NBFCs. The government and the RBI governor have also 
committed themselves before a parliamentary committee to 
bring teak plantation companies under the RBI's surveillance, 
treating them as residuary non- banking companies. In addition, 
there are the mutual benefit financial companies, popularly 
known as Nidhi companies, which arc to be covered under 
a separate regulation by the RBI. The basic question, of 
course, is whether the RBI will be able to maintain effective 
surveillance over nearly 4U.000 companies. The insistence 
on registration of all NBFCs with owned funds of Rs 25 lakh 
and more also tuns the risk of conferring upon them the stamp 
of RBI authorisation. The danger is by no means imaginary 
^ is proved by the case of CRB Capital Markets which 
exploited to the hilt the RBI's in-principle approval of a 
banking licence for it. 

The authorities arc trying to make their supervisory task 
manageable by a process of classification on the basis of three 
criteria: size of an NBFC, nature of its activities and whether 
or not it accepts public deposits. Also, off-site monitoring 
arrangements are being sought to be put in place. Small 
NBFCs will be monitored through periodic reports authenti¬ 
cated by internal auditors, whereas medium ones will be 
audited by special audit firms appointed by the RBI and only 
the large ones are to be inspected and supervised by the RBI 
on par with commercial banks. On-site inspection will also 
be applied to those small and medium NBFCs in whose case 
off-site monitoring yields signals of an unhealthy financial 
position or non-compliance with regulations including 
those relating to prudential norms. NBFCs with owned funds 
of less than Rs 25 lakh as on January 9. 1997, the ot 
the ordinance, may cany on their activities but are required 
to reach Rs 25 lakh of owned funds within three yean, 
extendable in special cases by another three yean. 
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Finally, the prohibition of deposit 
acceptance by non-corpocate bodies has been 
strengthened and clarified in the amoided 
act. Non-corporate entities carrying on 
financial activities (such as moneylcnding) 
can accept deposits from relati ves and borrow 
money from banks and other institutions as 
allowed, but are prohibited from accepting 
public deposits. The RBI has also clarified 
that the intention is to prevent unincorporated 
bodies from accepting deposits for lending: 
in other words, commercial and business 
activities, particularly of non-corporate 
manufacturing and trading units, would not 
be affected. 

The weakest aspect of the regulatory 
mechanism is obvknisty the unauthorised 
acceptance of public deposits by 
unincorporated bodies. It is impossible to 
conceive of subjecting them to official 
regulation toconferascmblanceof protection 
to their depositors. Thus there was little 
choice tnit to prohibit outright the acceptance 
of public deposits by them, though enforcing 
the prohibition wil I also be a stupendous task 
which the RBI can scarcely undertake on its 
own. So an enabling provision empowering 
state governments to take action for 
contravention of the provisions of the RBI 
Act has been incorporated. On its own as 
well the RBI has undertaken scrutiny of the 
records of certain unincorporated bodies and 
initiated prosecution of 19 of them. Of course, 
this is but a drop in the ocean. 

Broadly speaking, except for acceptance 
of deposits by unincorporated bodies, the 
system of regulation and supervision under 
i mplementation now appears to be relatively 
fool-proof. How it will finally perform is 
difficult to gauge at this stage. To be sure, 
bank (huids and other financial scams have 
not occurred for want of systems of regulation 
and supervision. They have been the outcome 
primarily of institutional and organisational 
failures at the supervisory end. It is importam 
that the authorities put in place the essential 
checks and balances in this respect. The 
NBFCs have been growing very rapidly, 
especially their links with the capital market 
in particular and with (he financial system 
in general. In respect of just IO,S(X) NBPCs 
which have been submitting returns to the 
RBI, public deposits have constituted only 
Rs 17,884 crore or just 4.1 per cent of the 
aggregate deposits of scheduled commercial 
banks as of end-March 1996, but their total 
regulated deposits which include debentures 
ami other types of private borrowinga were 
Rs 45,823 crore and their aggregate deposits 
including those from banks and other 
institutionswereRs 1,05,327 crore or nearly 
25 per cent of the banks' aggregate deposits 
- which provides an idea of their role in the 
monetary and financial system of the counlry. 
What is mote, the NBPCs’ business has been 
growing ata much more rapid pace than that 


of the commercial banks and this gap may 
now be reinforced with the cover of RBI 
protection to the public vtt-n-vsf the NBPCs. 

ECONOMIC POLICY 

Missing Big Picture 

WHILE the minutae of economic policy are 
a source of never ending debate, the big 
picture is nowhere on the agenda. Let us face 
some simple facts. Over the past SO years 
India has steadily lost ground to m^oiu 
around the world and today is among the 
poorest natioru in the world, worse in per 
capita income and standard of living than 
even its neighbours, Pakistan and Sri Lanka. 
To step back on track, long-term policy 
measures in three areas are central: edu^on, 
infrastnicture and our role in international 
economic arrangements. 

The lack of national shame and the absence 
of a vigorous debate on education is the most 
amazing denouement of the decline in public 
standards during the past SO years. While 
cabinet committees work overtime to ‘clear’ 
applications for investment by foreigners - 
investment that has proved to be something 
of a mirage - no comparable effort exists 
to mobilise economic and political resources 
in a battle to fight endemic illiteracy. Indeed, 
the goal must be set much higher; secondary 
school education for every child. Such a goal 
seems quixotic today because our sights 
have been set so low. But we have to 
reme m ber that in much of the rest of the 
world, including in most nations of south¬ 
east Alia, this is a standard that has been 
achieved, or soon will be. In these limes of 
‘information explosion' the lack of 
educational achievement is degrading and 
will ultimately thwart even the narrow goals 
that drive the government’s policy of 
economic liberalisation. 

True, the challenge to improve access to 
and standards of education is by no means 
trivial. The temptation to throw nrare money 
at the problem may result only in unused 
school buildings. Efforts to attract children 
through mid-day meals and other financial 
incentives have had qualified success, though 
often breeding undesirtirle side-effects such 
as high recorded enrolment widi less flattering 
real growth in the studetK population. It is 
evident that better remuneration for school 
teachers must be a central element of 
educational reform. Today, with tl^ falling 
costs of conuiwnicatioia, new horinms can 
be brought within the range of an ever- 
increasing number of children. When these 
horizons are linked to meaninglul economic 
activity, the task of educating our next 
genentkm would have begun. 

Surely, India has the most limited aruJ 
depredated stock of infrastnicture pretty 
inochaa!ywhereinthewoi1d,baningpoaibly 


afew nations with whom we wouldbe aiihatt 
to be compared. Through the recent period 
of economic liberalisation the extent ol new 
investment in infrastructure hu been 
minimal, and with growing use the rate of 
depreciation of old assets bat accelerated. 
The problems are well known. Even in our 
‘high-tech’ cities such as Bangalore, power 
cuts ere a regular part of life. Apparently the 
most attractive city to foreign investors. 
Bangalore is losing itschsum at even software 
companies with very limited requirement of 
power are seeking other locations. 

Despite the much-touted private power 
policy - or possibly because of the over¬ 
reliance on that policy - addition to new 
capacity hat been almost negligible in the 
past few years. 'The irony is that just about 
when some of that power may actually come 
on stream, the relevance of stand-alone 
independent power producers is being re-^ 
examined in much of the world. At least in 
Latin America, the much more ambitious 
goal of unbundling (he erutre sector (into its 
distribution, transmission and generation 
components) and creating competition in 
generation and distribution is beginning to 
be implemented. Once again, India has chosen 
to lag behind the world. True, not all| 
experiments elsewhere will be relevant for 
In^a. However, some basics must surely be 
questioned. Whai is really the rationale for 
continuing power subsidies? Why must all 
progress in (his sector be held up to satisfy 
a narrow interest group? 

In otherinfrastructure sectors, the situation 
is, if anything, worse. It is sobering to reflect 
that China adds lOmn new phone lines every 
year. India has less than iO mn lines in all. 
Over the next decade, China will have added 
a 100 mn new phones, or more. How can 
we do better? Certainly the answer does not 
lie in bidding processes that change the ruler9 
of the game as they go along. With eadil 
successive round of bidding, the investors I 
became leu interested in suf^ying the so-1 
called basic services. We can only hope that I 
someofthosethathavebeenawarded licences | 
will take on the responsibilities they have! 
committed themselves to. However, thre 
prognosis is not necessarily good since ■ 
variety of ambiguities in pricing need to bcl 
resolved. In the lack of supply of water ani' 
sanitation services, an environmentalt 
explosion is waiting to occur. The transpoit 
networks - including urban roads and 
transpoit - are in a desperate condition 
As we deal with the growing pheoonienoe 
of‘globalliation'some of us areapt to (Usmirr 
it as irrelevant and others to fear h $s i 
monster that needs to be kept at bay. It mill 
is neither. What we need to lean is to piri 
the game better. For it is really a game 4 
give and take. Throughout in internatfcm* 
fora we have chosen to belabour old as 
forgotten nostrums. We opposed tb 
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iittroduction of intellectual property nilet, 
and dwn grudgingly accepted them. We 
onxMed the niles on teieconuminicatioM 
and will ilowly have to adopt them. 

In fact, the pteaturea to move forward in 
theae areas are so strong that to deny them 
is to be Mind. In teiecom, for exam^, the 
US is proposing a umlateral reduction in 
international aetttoment charges. Even the 
^ opponents of unilateral action are quietly 
j applauding such action because the earlier 
set-up had become antiquated. The 
ramifications are enormous for domestic 
j telecommunications sector reform and 

I pricing. Ratherthannulagmnstthesereforms, 

j tbe task that lies ahead is to learn ur adapt 
i in international settings - and pcrtuq» to 
I remain one step ahead. It does little for the 
M cause of economic liberalisation if we 
P maintain systems and rules that technologica] 

r ’ and regulatory forces around the world are 
A leshaping.Lookingahead.Indiamustrethink 
W its positions in the area of liberalisation of 
I servicesandcompetitionpolicyrulesasthese 

I move more centre-stage in international 
I discussions. 

" Anlndiastrongerintemallythroughbetter 
educated people and better infrastructure 
will need to participate in an increasingly 
competitive world of new products, techno¬ 
logies and regulatory innovations. Success 
will lie in (he ability to engage- not in denial. 

JAMMU AND KASHMIR 

Autonomy’s Other Face 

DURING the SO years of India’s 
independence, Kashmir has been one of Che 
regions which has been best coveted by the 
media and has attracted the attention of 
scholars and authois. Since the start of the 
insurgency in Kashmir in 1990, many books 
and commentariet have been published in 
the national and international press. But the 
composition of (he Jammu and Kashmir 
state, its vast diversities, (h: Kashmirvalley's 
. relations with the other regions of the state 

like Jammu and Ladakh and the impact of 
all these factors on the Kashmir problem have 
j receivedscantanention,eventhoughiegional 

tensions have been a rmyor sourceof compli- 
^ catingtheproblem.Inparticular,(hereversal 

of the popular pro-India wave in 1947 can 
be directly trac^ to intenutl teiuions. For, 

I one of the outlets of Jammu' s discontent was 

in the form of (he demand for abrogation of 
Article 370. In tbe case of Ladakh it look the 
rat formofthedemandforuniontenitorystatus. 

I Kashmir’s discontent found its expression 

in some sort of secessionist sentiment. There 
have been, however, some sane voices for 
finding a solution to the regionil tensions 
in the form of leglanal autonomy so that the 
three regions become equal partners and 
evolve acommon composite and l\B(ino(uaus 


personality even u the state also found a 
satisfactoiy and staUe atatus. 

Inthiscomexltbeappoinlinentbythettate 
government of a Rej^^ Autonomy Com¬ 
mittee headed by Balraj Puri, who hu been 
associated with this idea aince independence 
and is one of the few public perionalities 
in the state who is'respected by the people 
of all the tegimt and all tbe ethnic commu¬ 
nities, is a very vital development which has 
been ignored by tbe medi.'*. aixl political 
comroentaton. The ternu of reference of the 
committee include the evolution of a consti¬ 
tutional system which would ensure equitable 
devetopment of all the regions inthe political, 
economic, cultural and social lielda. 

Regional upsurges have emerged in many 
parts of the country as also in many other 
countries in recent years. Already power has 
perceptibly been transferred from the centre 
to the states. Now within the states also many 
regions are seeking recognition of their 
distinct identities. In some cases their urges 
are being expressed in the demand for separate 
states and elsewhere experiments in regional 
autonomy are being tried. But none of the 
experiments with regional autonomy has 
been a conspicuous success. 

The Constimtion of India was framed under 
the shadow of partition when the influence 
of the advocates of a unitsuy form of 
government was predominant. Gradually, 
however, the values offederalisro have gained 
better appreciat ion. Though the quast-federai 
Constitution provides forthecreationof new 
states, it has no provision for autonomy of 
regions within the state. Most of the time 
solutions to regional problertu have been 
sought by amending Article 371 - A. Opinion 
in the country is still divided between the 
status quo and separate smaller slates. The 
idea of genuine autonomous regions has not 
been given a propertnal nor has its potential 
been fully appreciated by political scientists 
and constitutional experts. 

While the idea of regional autonomy is of 
relevance for the whole country and may 
take time to be properly appreciated in the 
rest of the country, in the case of Jammu and 
Kashmir action on it brooKs no delay. First, 
for many reasons the stale cannot be split 
into smaller units. It would involve more or 
less a communal division with serious 
repercussions on the secular polity of the 
country. And, of course, there are inter¬ 
national complications as well. 

In the cipcumstui..'cs, Jammu and Kashmir 
which has its own constitution can take 
pioneering steps in providing genuine 
regiotuil autonomy and decentralisation. ’The 
unitary constitution of the state with the 
largest divmities within a federal India 
creates an anomalous situation. 'The need for 
a federal constitution should therefore be 
obvious. Ail powers must be shared not only 
by the three regions of the state but also 
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sub-regioaal levels such as the district, block 
and panchayatt, so that the system at the 
state, regkm. Mock and panchayat levels 
becomes a part of a federal continuum, in 
fact the five-tier interna! constitution set up 
for the state was unanimously approved by 
the Jammu and Kashmir I*eaple's Con vention 
convened by Sheikh Abdullah in 1968 and 
the ruling party, the Nstiooal Conference, 
stands committed to it As the devolution of 
power at the successive levels, i e, state, 
region, district and block, becomes 
substantial and provides for full participation 
of the people, (he present diversities in the 
state which are a source of tension and 
weakness would become its greatest asset. 
As any solution of the Kashmir problem will 
have to be finally worked out through a 
dialogue at various levels, the effort must 
start with internal dialogue among regions 
and ethnic communities. For unless they 
know their .status within Ihe state, it is unfair 
to expect them to take a dispassionate view 
of the status of the state. Fur (his purpose 
the Regional Autonomy Committee provides 
an excellent forum. 

In many respects, thus, the work of the 
committee will be of a pioneering nature. 
Apart from its impact on a resolution of Ihe 
Kashmir problem, it might be relevant for 
the other states of the country. By informally 
associating many leading intellectuals and 
scholars with its deliberations, the committee 
has raised expectations which it is to be 
hoped, will not be belied. 

PANCHAYATl RAJ 

Slow Progress 

THE conference of chief ministers on 
panchayati raj held in Delhi on August 2 
was. going by medi.i reports, disappointing 
in terms of not only stock-taking but also 
decision-making on the fut..>e course of 
action. Insofar as suick-taking goes, there 
are many areas in which the slates have 
lagged t^hind m the impiemeniMion of 
panchayati raj. Thus, as was noted by the 
conference, the pace of devolution of 
executive powers to panchayati raj 
instinmons (FRIs) has been tardy. Also very 
few states have taken concrete .steps to 
devolve flnancia] powers on the PRIs to 
empower them to spend funds without the 
technical permission and approval of (he 
district or block level officials. ’The wnt of 
officialdom still prevails in most, if not all. 
states, partly because stale governments arc 
taking their own time to issue the neces-sary 
enabling orders and partly because of delay 
in the issue of guidelines to be followed at 
various levels in the implementation of wotlcs 
and projects. At the same time, very few 
states have taken steps to transfer offals 
working i n agencies supposed tocome under 
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tbe PRIs to tKeir diiciplinaiy control. The 
result is that not only the people at large, 
but also peoples's representatives elected to 
the various local bodies ore not to be blamed 
for wondering if all this talk of democratic 
decentralisation following the enactment of 
the 73rd and 74th Amendments to the 
Constitution was not plain moonshine. 

Given this background of grand inaction 
against which the conference of chief 
ministers was being held, one should breathe 
a sigh of relief that the conference could 
agree on a deadline of Dccembcr-end this 
yearforthe(i)detailedexecutive instructions 
for functional devolution, tii) transfer of 
control over departmental functionaries at 
the local level, and tiii) rc.slructuring of 
district rural development agencies (DRDAs) 
so as to ensure that the agency “functions 
under the overall control and supervision of 
thezillaparishaj". Inaddition, theconfemnee 
recommended measures to ensure transpa- 
reiKy in the functioning of the PRIs and to 
make the gram sabhas genuinely functional. 
In particular, it recommended that the power 
for selection of beneficiaries for various 
financial benefits such as old age pension, 
for location of productive assets such as 
handpumps, etc. be vested in the gram sabhas. 

Whether or not the various recommend¬ 
ations of the conference are implemented 
within the deadline and in full will have to 
be monitored. The eentre has enough leverage 
to ensure proper and timely implementation 
If things have not moved at the right pace, 
the entire blame does not lie with the states. 
Let us hope that the renewed commitment 
of the Congress Party at its Calcutta session 
to panchayali raj will have sent the right 
signals to the United Front government and 
its functiunanes. But why should monitoring 
be left to the centre alone? What about 
individuals and organisations which swear 
by democratic decentralisation? Can't they 
take on the role of watchdogs? 

CONGRESS PARTY 

Simple World 

THOUGH Congress president Sitaram Kesri 
may have succeeded in having most of his 
men elected to the party’s Working 
Committee and ther^y consolidating his 
hold over the party apparatus, the 80th plenary 
session of the All-India Congress Committee 
(AICC) in Calcutta otherwise did little to 
refurbish the image of the party among the 
people. 

First, the mammoth rally held by the West 
Bengal Youth Congress chief, Mamata 
Baneijee, just a kilometre away lirom the 
venue of the AICC session, was a slap in 
the face of the party's central leadership as 
It exposed tbe leadership’s failure to reach 
nut to the masses. Second, the very 


composition of the Working Committee, at 
became clear after the elections, belied the 
’all-India’ claim of the party. All the elected 
members are male and upper caste and, except 
for K Vijaya Bhaskara Reddy, belong to 
north India. Though Kesri will certainly 
exercise his privil^e to nominate members 
from among women, SCs, STs, backward 
classes and minorities, so as to give the 
Working Committee a more representative 
appearance, the elections to the committee 
revealed the shrinking base of the party. 

It is not that the party is not aware of its 
,-ilicnation from the people. But short-term 
political calculations arc preventing the 
leadership from coming out and honestly 
owning up its mistakes. The dilution of the 
draft apologising for the party's role in the 
demolition ot Babri masjid may protect the 
party from attacks by the other parties 
but will hardly endear it to the Muslims. 
The party’s economic resolution similarly 
attempts to reconcile irrcconcilables. On the 
one hand, it cannot resist patting it.self on 
the back for launching the economic 
‘reforms': at the same time, it wants to woo 
the poor by taking blatantly opportunistic 
recourse to the rhetoric of .self-reliance and 
swadeshi. 

Besides these half-measures and compro¬ 
mises no serious attempt was made to address 
the role of the parly within the changing 
political scene in the cuuntty wherein regional 
parties have begun to play a dominant role 
at the centre. Rather the mood at the Calcutta 
session was that the recent split in the Janata 
Dal and the continued dissensions within the 
United Front had proved beyond doubt that 
coalition politics at the centre was a failure 
and that the field was once again open for 
the Congress to capture power in Del hi single- 
handedly. There was no question of seeking 
the support of the regional parties; these 
parties would themselves be anxious to co¬ 
operate with the Congress since they were 
not infected, as the Left parties and the BJP 
were, by the anti-Congress virus. It i.S on the 
basis of such a simplistic understanding of 
the current political scenario that the rank 
and file of the party, such as they are, have 
been ordered to go back to the constituencies 
and rebuild the party from the grass roots. 

INDUSTRY 

Crying ‘Wolf’ 

A correspondent writes: ^ 

THE role of multinational companies in 
particular and foreign capital in general in 
the economies of countries such as India is 
a matter of vital importance and therefore 
deserving of the proverbial eternal vigilance. 
Even so the near-hysterical reaction to the 
acquisition of shares by ICI Pic, the British 
chemicals and paints multinational, in Asian 


Paints, India’s leading painu company, is 
not easy to undentand. It is certainly not as 
if ICI is about to take over Asian Painu, not 
by a long mile. It has bought precisely 9.1 
per cent of Asian Paints’ equity put on the 
block by the Choksey family, one of the 
company’s promoters and the architecu of 
its success. The other three promoters 
between them continue to hold some 40 per 
cent of the company’s equity and Indian 
Tmancial institutions account for another 
11-12 per cent. 

Yet .so prominent a member of the Indian 
business community as Rahul Bajaj has 
thought it necessary to raise the spectre of 
“most of our large Indian companies 
[becoming] subsidiaries of foreign 
companies’’ and to declare that if the country 
was to escape this dire denouement, there 
was “no option but to draw up a iisi of 
indu.stncs where we will henceforth not allow 
majority foreign equity”. This apocalyptic 
prognosis flies in the face of both empirical 
evidence and economic logic. In the entire 
period since the .so-called opening up of the 
Indian economy when the country has been 
so actively courting foreign direct invest¬ 
ment, the actual experience has hardly been 
of an avalanche of ardour on the part of the 
dreaded multinationals rushing to smother 
Indian enterprises intheirembrace. This was 
entirely to be expected, for the world of 
Indian business and industry is scarcely 
studded with corporate jewels which the 
hard-headed multinationals would be dying 
to sink their funds into. To think otherwise, 
as people such as Rahul Bajaj appear to do, 
is to engage in wishful thinking, which is 
not the soundest basis forscnsibic economic 
policy-making, especially on an important 
subject such as foreign investment. 

None of this is to be simple-minded about 
ICr s mi^ i ves for buyi ng the Choksey s 'block 
of shares in Asian Paints. ICI is certainly not 
a passive investor in Asian Paints, as has in 
any case been formally .stated on its behalf. 
The point is altogether a different one. It is 
that what is relevant just now is not 
speculation about Id's intentions, but 
watching how well the three remaining 
promoters of Asian Paints, who hold a large 
enough block of the company’s equity and 
who are all set to take control of its 
management, run the company. If they 
manage the company as well as it has been 
so far, then Id’s minuscule holding cannot 
pose any kind of threat to them. On the other 
hand, if the company should go downhill, 
then what larger public purpo.se would be 
served by opposing a take-over, by ICI or 
whoevcr?This should be made clear to those 
now left in charge of Asian Paints just as 
they mu.st he told that they should expect 
no support in any shenanigans they might 
be planning in order to obstruct the transfer 
of shares to ICI. 
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Macroeconomic Indicators 


Index Nnmbcn of Wboleiale 
Prkei (1981-82 3 100) 


All Commodilies 
Primary Aclicles 
Ftxid Article* 

Non-Food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Commodities (Average Basts) 
(April August 2, 1997) 


CosI of Living Indices 


Weights August 2, 
1997 


Latest Previous 1997-98 1996-97 


1996-97 I99S.96 1994-95 1993-94 
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57 
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37 

24 
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10.1 

324.8 

1.4 

10.0 
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5,1 

9.1 

14.1 
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8.1 
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0.8 

62 
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63 
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Latest_ Vanation (PerOni)-Puini-to-Point 

Month Over Over 12 Months Fiscal Year So Far 1996-97 1995-! 
Month Latest Previous 1997-98 1996-97 


1994-95 1993-94 


Industrial Workers (19S2a 100) 

355" 0.9 

6.6 

8.8 

1.1 

Urban Nan-Man Emp (1984-8.5=100) (F(ir 1996 97)288" 0.7 

9.1 

10.0 

9 1 

Agri Lab (1986-87=100) (Link factor 5.89) 

2.58’ -1.1 

62 

9.0 

-1.5 
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8.3 
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Money and Banking (Rs crore) July IK, 

1997 ■ 


Over Month Over Year 


_ Variation 

Fiscal Year ,S<) Far 
1997-98 1996-97 


Money Supply (Mil 73105 

Currency with Public 14276: 

Deposits with Banks 58266: 

Net Bank Credit lo Govt .3I222< 

Bonk Crodil to CommI Sector 378011 

Net Foreign Exchange Assets 11333' 

Reserve Money (Aug 1) 20252' 

Net RBI Credit to Centre (Aug 11 11806 

KBi Credit to Bks/Coiivn .Sect (Aug I) 12661 

Scheduled Chimmercial Bank* (Aug I) 

Ueposil* 52616! 

Advances 27755" 

Non-Food Advances 26843: 

Investment* 21855' 


Index Numbers of Industrial April 

Production (1980-81 = 100) Weights 1997 


1486(0.2) 
-1634(-1,1) 
2841(0.5) 
5785(1.9) 
2773(0.7) 
2030(1.8) 
-()()55(-3 2) 
-93l6(-7..3) 
-.598(-4,5) 


104.579(16.7) 
177X5(14.2) 
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.33:83(11.9) 
37038( 10.9) 
26602(30.7) 
17179.5(9 3) 
-l2997(-9.9) 
4021.3.3) 


30875(4.4) 
10332(7.8) 
18154(3.2) 
2.3411(8.1) 
:664(().7) 
10421(10.1) 
2479(1.2) 
-264(8-2 21 
-587(-4 4) 


22472(3 7) 
6783(5 7) 
1.3988(2 9) 
21167(8.2) 
-36681-1.1) 
4592(5 6) 
-91I3(~4.7) 
(22V2(I«.() 
-)fc546t-.57.4) 


95176(15.9) 
14175(12.0) 
82107(17.0) 
310.38(12 0) 
30706(8.9) 
20773(25 3) 
5587(2.9) 
19.34(16) 
-l55.57(-.54.0) 


72581(13.7) 
17577(17.5) 
55042(12.9) 
3536(815.9) 
51925(17 7) 
3109(3.9) 
25176(149) 
imS<2C I) 
8747(43.6) 


97019(22.3) 

18380(22.3) 

77781(22.2) 

18501(9.1) 

54949(23.1) 

24420(44.7) 

.30610(22.1) 

2130 ( 2 . 2 ) 

8067(67.2) 


4721(0.9) 76149(16.9) 2(1565(4 11 
97(neg) 27289(109) -g44(-0 3) 
-I27(ncg) 29ll4(l2.2)-2.369<-fl9) 
6.3.5.3(3 0) 4.3637(24 9) 28046( 14 7) 


1619.5(3 7 ) 7178(8165 ) 46960(12.1) 71726(22.8) 
-.3747(-I.S) 24.387(9.6) 42455(20.1) 47144(28.7) 
-490.3(-20) 2658(810 9) 449.38(22 5) 45776(29.8) 
1014(86 2) 2.573l(l.5 6j 1.5529(10.4) 16731(12.6) 


Fiscal Year So Far 
1997-98 1996-97 


_ Fiscal Year Astrates _ 

1996-97 1995-96 1994-95 1993-94 1992-93 1991-92 


General Index 10000 .305 8 305.8(9.8) 278 4(K.I) .302.3(6.6) 283 6( 11.8) 253 7(9.4) 232 0(6.0) 218.9(2 3) 213.9(0.6) 

Mining and (Juanying 11.46 261.0 261.(85.0) 248.6(6.2) 269.7(0 9) 267 .3(7 4) 248 8(7.5) 2315(3 5) 223.7(0.0 222.5(0.6) 

Manufocluring 77.lt .304 5.304 5(11.7) 272.7(9,(1) 299,6(7,9) 277 tit 1.3.1) 245 4(9.8) 22.3..5(6.1) 210.7(2.2) 206.21-0.8) 

Electricity 11.43 3.S9 3 .1,59.3<36> 346 9(4 9) .).S2 9(3.8) .340 1(8 1 1 314 6(8.5) 290 (87 4) 269.9<5.0> 257.0(8.5) 


Aug 14, Munlh Year 1997-98 So Fa r 
Capital Market 1997 Agn Ago Trough Peak 


BSE Sensitive Index (1978-79=100) 4321(26.16) 4225 .342.5(0.47) 3427 4548 

BSE-1(8) (1983-84=100) 1879(20,22) 1837 1.569(0 38) 1489 1980 

BSE-200 (1989-90=100) 421820,69) 408 .348<-l.69) 33.3 440 

N.SE-.50 (Nov 3. 1995=1000) 1228(19.93) 1187 1024 970 1293 

Skindw CiDR Index (Apr 15. 1994=ia)) 8.3.15(X5.34) 7817 «i.42(-2l,74) 67..3.3 8657 


Trough Peak Trough Peak 


Foreign Trade June 

1997 


Exports: Rs crore 9526 

US 5 mn 2660 

Imports: Rs ernre 11124 

USSmn 3106 

Non-POL US S mn 2442 

Balance of Trade: Rs crore -1598 
US $mn -446 


Fiscal Year So Far 
1997-98 1996-97 
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na 

na 
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1995-96 

1994-95 

1993-94 

1992-93 


29133 (l .fi) 
8I3.5(-I.4) 
.341.38 (5,8) 
95.32 (2.6) 
7474 (8.9) 
-5005 
-1.397 


2807.5(24.7) 117.525(10.5) 106.35.3(28.6) 82674(18 5) 
825.3(128) 33106(4.1) .31797(20.8) 263.30(184) 

32278(22.6) 1.36844(11.6) 122678(36 3) 89971 (13,1) 
924(810.9) 38548(5.1) .36678(28.0) 28654(22.9) 


6862(7.1) 

-3603 

-1037 


28931 (-1.0) 
-19319 
-5442 


69751(29.9) 53688(21.9) 
22238(20.0) I8537(].S« 

73101(1.5 3) 63.375(324) 
23306(6.5) 21882(12.7) 


29214(28.5) 22727(29.5) 175.52(11.2) 15782(12-3) 


Foreign Eiubangc 
E e ae rvea (excluding gold) 


1994-95 1993-94 


R< crore 
US S mn 


■a not available * unchanged neg negligible. 
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National Accounts Aggregates 
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1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 1987-88 1986-87 

I 

Key National Accounts Anitrcaatcs (at 198MI Prka) 










1 

GDP factor cost 

274209 

256095 

238864 

225268 

213983 

2122.5.3 

2014.53 

188461 

170322 

163271 



Per cent increa.v; 

7.1 

7.2 

6.0 

5.3 

0.8 

5.4 

6.9 

10.6 

4.3 

4.3 


2 

Factor income from abroad 

-6879 

-6192 

-5059 

-4779 

-4362 

-3772 

-.3371 

-3235 

-2201 

-1736 


3 

GNP at factor cost (1 + 2) 

267330 

249903 

233805 

220489 

209621 

208481 

198082 

185226 

168121 

161535 


4 

Consumption of fixed capital (CPC) 

30592 

28497 

26541 

24859 

2.3430 

22035 

20767 

19476 

18334 

17293 


S 

NNP at factor cost (3-4) 

236738 

221406 

207264 

1956.30 

I86I9I 

186446 

177315 

165750 

149787 

144242 


6 

Indirect Taxes less subsidies 

33645 

30735 

27789 

29092 

27272 

27985 

25914 

24884 

23763 

21979 


7 

GDP market prices (1+6) 

307854 

286830 

266653 

254.360 

241255 

240238 

227367 

213345 

194085 

1852.50 


« 

GDP from public sector 

66352 

62198 

58654 

55593 

53743 

50334 

48476 

44542 

40888 

38188 



Per cent of total GDP 

24.2 

24.3 

24.6 

24.7 

25.1 

23.7 

24 I 

23.6 

24.0 

23.4 


9 

Per capita NNP at factor cost 

2573 

2449 

2.334 

2243 

2175 

2222 

21.57 

2059 

1901 

1871 



Per cent increase 

5.1 

4.9 

4 1 

.3.1 

-2.1 

.3,0 

48 

8.3 

1.6 

1.6 

II 

KcUtionship of Gross Domestic and Other Macro Economic Aggrenatcs (at Ctintat Prieet) 






1 

Govt final consumption expenditute 













(GFCE) 


lOO.ibl 

89931 

78596 

69459 

61779 

54203 

47331 

40843 

.34625 


2 

Private final consumption 













expenditure tPFCE) 


564253 

493380 

4.30180 

381888 

3.30.371 

288242 

257419 

222.551 

I9H.59<) 


3 

Gross domestic capital fonnation 













(Unadjusted) 


228852 

175473 

169656 

140068 

1351.56 

110195 

96411 

74882 

67899 


4 

Exports of goods and services 


101607 

86110 

67312 

56254 

40635 

.34609 

2.5913 

20281 

16.54.1 


!> 

impons of goods and services 


104710 

85700 

73000 

56249 

48698 

40212 

32010 

252.59 

22;i59 


6 

Discrepancies 


63317 

50.572 

33174 

25379 

16291 

9784 

718 

-97 

-2.358 


7 

Expenditure on GDP at market 













pnccs (=GDP) (l+2+3+4+5+b) 

1098576 

953680 

809766 

705918 

616799 

5355.34 

4,56821 

395782 

.333201 

292949 


g 

Indited taxes 

142271 

120919 

101126 

95596 

86661 

76329 

66749 

574.30 

49847 

42714 


9 

Subsidies 

29482 

25579 

2.3251 

20450 

226.30 

18609 

18590 

14.354 

11497 

9795 


10 

GDP at factor cost (7-8+9) 

985787 

8.58.340 

731891 

6.30772 

5.52768 

477814 

408662 

152706 

294851 

260030 


II 

Consumption of fixed capital (CFC) 


94642 

815.52 

72946 

63079 

.52195 

45Mh 

38921 

33,341 

29821 


12 

NDP at factor cost (10-11) 

875594 

763698 

6503.39 

5.57826 

489689 

425619 

.36.3016 

.31.3785 

261510 

210207 


13 

Income from enttepreneutship and 













property accruing to government 

11357 

1178.3 

10415 

8534 

9451 

4584 

4758 

4064 

4071 

.3707 


14 

Savings of nun-deponmemal enterprises 6847 

6586 

1725 

-760 

2709 

2555 

3962 

3289 

2076 

1548 


15 

Income accruing to private sector 













from domestic product (12-13-14) 

857390 

745329 

6.38172 

5.5IX)52 

477529 

418480 

354296 

.306412 

25S161 

2249^2 


16 

Iniercst on public debi 

50439 

45046 

36302 

.30387 

26258 

20233 

15667 

11817 

9678 



17 

Net factor income from abroad 

-18024 

-15046 

-12.343 

-11803 

-10077 

■7545 

-5731 

-4496 

-2619 

-180.5 


18 

Current transfers from govt adnun 

35616 

29660 

22.541 

19978 

17317 

1.5641 

14048 

12077 

997.3 

8697 


19 

Other current transfers from rest 













of (he world 

25019 

19467 

11276 

8089 

9.382 

.3711 

3798 

1841 

3499 

2976 


20 

Private ittcomc (15+16+17+18+19) 

950440 

824456 

695948 

596703 

52040>) 

4,50520 

382078 

129671 

275894 

242412 


21 

Savings of pnvalecoiporale sector (net) 19701 

16.504 

122.50 

5600 

8075 

6198 

4345 

2267 

798 

593 


22 

Corporation taxes 

16250 

1.3822 

10060 

8898 

7853 

5.33S 

4729 

4407 

34.13 

.316(1 


23 

Personal income (20- 21 -22) 

914489 

794130 

67.3638 

582205 

504481 

438987 

373(8)4 

12 29*17 

271663 

238659 


24 

Dirrcl taxes as paid by hou.sebolds 

19.338 

16.302 

12925 

11717 

9618 

7593 

7159 

5989 

4568 

4168 


25 

Miscellaneous receipts of govt 













adm depis 

7331 

8015 

4253 

3318 

2131 

2097 

1971 

1642 

1202 

1183 


26 

Persona) disposable income 













(23-24-25) 

887820 

769813 

656460 

567170 

492732 

429297 

363874 

.115.366 

265891 

233308 

ai 

Memorandum Items (all at Camnt Prices) 











1 

PFCE in domestic market 

645Z5I 

569800 

498927 

435317 

,385150 

312164 

29(8)72 

258993 

224061 

199996 



()/ wfiuh 












1 1 

Durable goods 

17800 

14314 

11317 

9950 

8294 

7*12t> 

7284 

6110 

5081 

4729 




(2 8t 

12.5) 

12 11 

12 11 

(2 2) 

|24| 

(2 5) 

12 4) 

(2 1) 

(24) 


1.2 

Scmi durable good& 

91309 

74408 

6.3766 

52905 

47814 

4SK37 

40400 

347.34 

296.32 

26977 




114.2) 

[1.3 IJ 

112 81 

(122) 

(124) 

[l'81 

11.3 9) 

(1.14) 

(132) 

(1151 


1.3 

Non-durable goods 

405580 

.364363 

.121627 

281896 

24990.5 

210995 

184955 

167945 

145871 

130193 




(62 9) 

(63 91 

(64.5) 

164.8) 

164 9] 

163 5) 

(63.71 

|64 8) 

(65 1) 

(6.5.1) 


1.4 

Services 

1.30562 

116715 

102217 

90566 

79137 

67606 

57733 

.50184 

41475 

38099 




[20.21 

I20..3I 

(20 5) 

(20 8) 

(20 5! 

120 1) 

(19.9) 

(19.4) 

(194) 

(190) 


2 

Oro^.s capital formation (unadjusted) 

288181 

228852 

17.5473 

169656 

I4(X)68 

115156 

110195 

96411 

74882 

67899 



oj which 

(25 2) 

(24.0) 

(21 7) 

(24 0) 

(22.7) 

(25 2) 

(24 1) 

(34 4) 

(22 S) 

(23 2) 


2.1 

Household sector 

117374 

73500 

58194 

59430 

47220 

59923 

45299 

41068 

29798 

18251 




(10.7) 

(7.7) 

(7.2) 

(84) 

(7 7) 

(112) 

(9 9) 

(10,4) 

(8 9) 

(6 2) 


2.2 

Private corporate sector 

8I2I8 

7164.3 

47853 

47463 

.36311 

2.3082 

19330 

15978 

12025 

15506 




(7.4) 

(7 5) 

(5 9) 

(6 7) 

. (5 9) 

(4.3) 

(4,2) 

(4.0) 

(3.6) 

(5.3) 


2.3 

Public sector 

89589 

83709 

69426 

62763 

■^56537 

52151 

45.566 

39365 

33059 

34142 




(8.2) 

(8.8) 

(8.6) 

(8.9) 

(9.2) 

f9.7) 

(10.0) 

(9 9) 

(9.9) 

(II?) 


3 

GDP in public sector 

263468 

229473 

199.377 

172055 

1.50581 

125690 

109269 

941II 

79479 

69036 




(26 7) 

(26 7) 

(27.2) 

(27..3) 

(27.2) 

(26,3) 

(26.7) 

(26 7) 

(27 0) 

(26.51 


3 1 

Administrative departments 

84990 

72.391 

64567 

58153 

.50614 

43997 

.38250 

32479 

27663 

23029 




(8.6) 

(8 4) 

(8.8) 

(9.2) 

(9 2) 

(9.2) 

(9.4) 

(9 2) 

(9.4) 

(8.91 


3.2 

Departmcniat enterprises 

38992 

.34195 

29<198 

25191 

21712 

18899 

16865 

14978 

12996 

10795 




(4.0) 

(4.0) 

(4.0) 

(4.0) 

(3.9) 

(4.0) 

(4 1) 

(4 2) 

(4 4) 

(4.2) 


3.3 

Non-departmental enterprises 

139486 

122887 

105712 

88711 

78255 

62794 

54154 

46654 

38820 

.3.5212 




(14.1) 

(14.3) 

(14.4) 

(14 1) 

(14.2) 

(13.1) 

(13.3) 

(13.2) 

(13 2) 

(13 5) 

Fitures in square brackets are percentages to PFCE in domestic market, and figures in round brackets are percentage to GDP at marker prices except 

1 items Iti 

^ (V .VI. 3.2, 3.3) in which bracketed 

figues lepKsent percentages 

of GDP at factor cost. 




1 


ICimtd) 






iHuptei. rrt/re) 



1993-96 1994-95 1993-94 

1992-93 

1991-92 

1990-91 

)989-‘70 1988-89 

1987-88 1986-87 

IV Domcftk Saving! by Type of Imtilutloiis (at Current Prieu) 









1 

Houveholtl Sector 

214371 

183049 

153190 

125127 

109338 

109623 

83297 

68248 

56618 

415*7 


Per ccnl of GDP at Mkl Priceii 

19.5 

19.2 

18.9 

17.7 

17.7 

20 5 

)8 2 

17 2 

170 

14 1 


1 I Saving! in Financial Assets 

97197 

I09S49 

94996 

65697 

62138 

49700 

37998 

27180 

26820 

23336 


1.2 Savings in Physical Assets 

117.374 

73.300 

.38194 

59430 

47220 

59923 

43299 

41068 

29798 

18231 

2 

Priv^ult* Curptjrutc sSeccor 

43336 

.37551 

29019 

19841 

19490 

14940 

1(6.30 

8319 

5790 

5212 


Per cent of CJDP ul Ml( Prices 

A 1 

3.9 

.3.6 

2.8 

3 2 

2.8 

2 6 

2 1 

1 7 

1 8 


Public Sector 

21107 

17240 

4498 

10765 

11888 

.3436 

7423 

8101 

7223 

8002 


Per cent ol GDP at Mlri pntes 

1.9 

1.8 

0.6 

1 5 

1 9 

1 0 

16 

2 0 

22 

2.7 


t 1 Govt Adminisirution 

-25837 

-2500 

9*3 

-26870 

-13675 

-12753 

-14977 

- 11639 

-7748 

5384 

-2400 


3.2 l.>cpurtincntal Enterprises 

10627 

7423 

4982 

4401 

3664 

2999 

2519 

2077 

1494 


3 3 Non-Dcponinenial Enterprises 

36337 

32377 

23945 

19458 

20240 

16749 

16083 

13130 

10330 

8908 

A 

Gross OoincMie Saving 

281014 

237840 

1 

3 

15.5733 

140736 

129999 

I02.3TI 

84668 

69631 

34801 


Per ccni Ilf GDP at inarkcl prices 

25 6 

24.9 

239 

22.1 

228 

24.3 

22 4 

21 4 

20 9 

187 

V Financial AtMU and LlahiliUe<i of Uouaehold Sector (m 

Catreml 

Prittt) 








1 

(iioss Financial Saving 

Pci r'ent of Personal Disposable 

I2330i> 

140875 

109337 

80449 

681.15 

58967 

48233 

.19938 

36106 

31849 


liiciiiiic (PI)Yi 

1.3 9 

18.3 

16.7 

14.2 

l'i.8 

13 7 

13 1 

12.7 

13 6 

13 7 


1 1 Currency 

16.375 

159)6 

13367 

6562 

8137 

62.3 1 

76.35 

4236 

4813 

3090 


1 2 IJeptisils 

32664 

66307 

46843 

34187 

19684 

19610 

I3f)63 

16686 

16.304 

13742 


) JJ.l ivtih Ujiikh 

32462 

.34.360 

.30712 

27011 

I.U9I 

16019 

13366 

12732 

12747 

128.39 


1 2 2 wiib Non-Banking Conipanic.s 

17D79 

11743 

II6S4 

6035 

2218 

1286 

1X39 

1.380 

1326 

1512 


1 2 .t wiili C'o-opmlive Banks and Societies 

2823 

1804 

5667 

2539 

<389 

2''3S 

621 

2013 

1921 

I6<il 


1 2 -J1 mJc Debt Net 

3IK) 

-1600 

-1190 

-1398 

-414 

-451 

761 

339 

.304 

-280 


I 3 Shares and iXbentures 

6142 

12.369 

14772 

13824 

13887 

8-310 

48.14 

2563 

2004 

2711 


I t I Private Corporate Business 

3957 

7430 

8202 

6742 

4062 

2426 

1466 

491 

112 

1166 


I 2 ('ii-oprutivc Banks und Societies 

111 

88 

88 

89 

91 

96 

65 

217 

142 

319 


I 3 * I Inns of XInit Trust of India 

262 

3908 

4705 

5612 

9087 

3438 

2179 

1427 

1196 

943 


I 3 4 Bunds ul Public Sector Undertakings 

163 

105 

505 

100 

320 

497 

3 39 

233 

244 

283 


I 3.3 Mutual Fund (other than UTI) 

-331 

8.38 

1272 

1281 

2127 

1933 

783 

195 

90 

0 


I 4 C’laiiiis on Government 

10873 

13222 

6784 

3949 

4904 

7942 

6738 

3478 

3680 

3092 


I 4 I Investment in Government Securities 

470 

118 

333 

-7 

-232 

111 

69 

-77 

-.30 

-.304 


I 4 ? Iiivcsimeni in Small Savings etc 

10403 

1.3104 

6451 

3956 

,31.36 

7811 

6689 


.1710 

.1.396 


I S Insurance Funds 

1.3889 

1 b.370 

9.348 

7114 

7003 

3599 

4413 

3423 

2389 

21.39 


I 3 I Life Insurance Funds 

12941 

10439 

8784 

6440 

6.388 

.3030 

3984 

1I8).3 

2196 

1853 


I 5 2 Piislal Insurance 

.333 

258 

222 

182 

165 

|3> 

109 

88 

74 

66 


1.3 3 Slate Insurance 

613 

673 

542 

492 

450 

436 

122 

.130 

319 

238 


I 6 Pnividcnl and Pension Pund-s 

23363 

21691 

18223 

14813 

12.300 

11153 

<1308 

7552 

6309 

50.3.3 

2 

Financial Liabilities 

26309 

31326 

14541 

14732 

3997 

9261 

10233 

12718 

9286 

851.3 


Per Ccnl uf PDY 

3 0 

4.1 

22 

2.6 

1 2 

2_2 

28 

4 1 

3.5 

36 


2 I Bank Advances 

22259 

23619 

8774 

10080 

3170 

6796 

7893 

8844 

6133 

5665 

3 

Net Financial Saving of Household Sector(l-2|97l97 

109549 

94996 

6.3697 

(<21.38 

49700 

3'’998 

27180 

.’6820 

23336 


Per Cent of PDY 

10.9 

14 2 

14 3 

II 6 

126 

II 6 

|04 

86 

10.1 

100 

VI Capital Formatioa by Type of Institutiona (at l9S0-gI Prieet) 









1 

Aggregate Cross Capital Fonnatiun 

80046 

67909 

3538.3 

36894 

.3063.3 

3688,3 

.306(54 

44577 

41786 

4CI7I 


I. I Public Sector 

2.3481 

24(191 

21493 

20383 

20047 

: i 5^2 

20641 

19296 


IVMI 


J 2 Private Sector 

25693 

24485 

177.38 

18469 

I.3.39S 

11130 

10243 

■3196 

77t.9 

10206 


I 3 Household Sector 

30872 

19.333 

16130 

J7842 

1.3188 

2414.3 

)9WXj 

2i)98.3 

1628.1 

I00.'4 

2 

Finances fur Gross Capital Formation 
(Derived)S 

83502 

73467 

6045.3 

36839 

52086 

622>7 


49857 

42657 

.36259 

3 

Errors and Omissions 

.3456 

5558 

.3072 

-33 

1453 

3372 

20! 4 

280 

871 

-.1912 

4 

Gross Capital Formation Adjusted (1-1-3) 

83.302 

73467 

60455 

56859 

.32086 

62257 

52698 

49857 

42657 

36259 


Consumption of Fixed Capital ’ 

30.392 

28497 

26.341 

24«5Q 

234.30 

22033 

20767 

19476 

18.1.34 

17293 

6 

Net Capital Formation (1-3) 

49434 

39412 

28842 

3 20.1 S 

2720.3 

.34830 

29*) 17 

.30101 

23452 

22878 

7 

Net Capital Fonnaiion Adjusted (3-f6) 

.32910 

44970 

33914 

320(KI 

28636 

40222 

31931 

30381 

24323 

18966 


S Thchcarr not available mihe NAS;thcy are aderived senes from the NAS csrimutes in itcmsin and (.^). they arccquivaJcntioGCF«d)ttsied. I 


as in Item i4i 

, 










VII Capital Formalion by Type of Ancta and by Inatittnimia (at 1980-SI Priretl 







1 

Aggregate CKCFt 2+3+41 

74233 

62772 

.3.3382 

52461 

49046 

.31091 

46483 

42770 

.39955 

.3.3997 

2 

Public Sector (GFCF) 

24093 

244.33 

20857 

I9.S08 

21012 

20601 

19651 

19.3.39 

18660 

19231 


2 1 Construction 

10041 

97.39 

9091 

8794 

9176 

88.31 

8220 

9264 

880.1 

9371 


2 2 Machinery and Equipment 

14052 

14714 

11766 

10714 

118.36 

117.30 

114.31 

io:’5 

98.57 

9860 

A 

Private Corporaie Sector (GPCF) 

22701 

21606 

18770 

16172 

1478.3 

10034 

8081 

6978 

65.54 

7818 


3 i Construction 

2001 

1972 f 

1709 

1567 

1409 

997 

727 

781 

678 

875 


3.2 Machinery and Equipmeni 

20700 

196.34 

17061 

14603 

13374 

9037 

7154 

6197 

5876 

6943 

4 

Household Sector (GFCF) 

27461 

16713 

15755 

16781 

1.3251 

20456 

18731 

162.33 

14741 

8948 


4.1 Construction 

9834 

9224 

8665 

9.388 

8606 

8909 

8122 

6378 

SS64 

4344 


4.2 Machinery and Equipment 

17607 

7489 

7090 

7393 

4645 

11547 

10629 

9875 

9177 

4604 

5 

Change in Slock • 

3791 

5137 

1 

4433 

1587 

5794 

4201 

6807 

1831 

4174 


.3 1 I^blic Sector 

-612 

-362 

638 

107.3 

-965 

991 

990 

-243 

-926 

6M 


3.2 Private Corporaie Sector 

2992 

2579 

-1012 

2297 

6i5 

11)6 

2162 

2318 

1215 

i3n 


3.3 Household Sector 

.3411 

2620 

.37.3 

1061 

1937 

.3687 

1049 

4732 

1542 

U06 


{Cmtd) 
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j {KUptet, cmrei^ 



1996-97 1995-96 

1994-95 1993-94 1992-93 

1991-92 1990-91 

1989-90 1988-89 

1987-88 

1986-87 

1 Vll] <;ross domestic product by ccosomlc activity (gt eotuUmt (I9$MJ) prices} - All India 






1 

Agnculture. foiestry and fishing 

77822 

73628 

73723 

70464 

68009 

64110 

65653 

63263 

62214 

53479 

5.3281 


Per cent Increase 

5.70 

-4). 1.3 

4.63 

3.51 

6.08 

-2.35 

3 78 

1.69 

16.33 

0.37 

-1.73 

2 

Mining and quarrying 

5262 

5210 

4867 

4501 

4412 

4362 

4207 

.3801 

3542 

.3080 

2978 


Per cent Increase 

1.00 

7.05 

8.13 

2.02 

1.15 

3.68 

10.68 

7.31 

13.00 

3.43 

li.53 

\ 

Manufacturing 

66089 

61119 

53802 

48823 

45005 

43200 

44863 

4228.5 

.37865 

34818 

32445 


Per cent Increase 

8 13 

13.60 

10.20 

8.48 

4.18 

-3.71 

6.10 

11.67 

8.75 

7.31 

7.01 


3.1 Registered 


38705 

.34172 

31112 

27874 

27024 

27657 

26336 

23126 

20902 

19.521 

A 

Electricity, gas and water supply 

7502 

7225 

6625 

6102 

5700 

5258 

4797 

4.505 

40X0 

,3692 

3422 

5 

ruastruction 

12482 

11836 

II24U 

10517 

10386 

10047 

9833 

8807 

8379 

7777 

7.5.37 

6 

Trade, hotels and restaurants 

59734 

39399 

34373 

310.57 

28650 

26827 

26580 

2.5231 

23385 

21801 

20852 

7 

Transport, storage and coinmun 

* 

15.573 

14148 

1.3057 

12.398 

11785 

III64 

10663 

9804 

9227 

8483 


Per cent Increase 


10.07 

8.36 

5,32 

5.20 

5.56 

4.70 

8.76 

6.25 

8.77 

6.69 

8 

Financing.insurance, etc 

33007 

.30866 

29681 

27711 

25084 

23972 

21700 

20403 

18416 

16871 

1.5916 

9 

Community, social and personal ser 30920 

29353 

27636 

266,32 

25624 

24414 

’34,56 

22495 

20776 

19.577 

18.357 


* included in item (6) 












1IX Net stale domestic product (SDP) (al curretrt prices} 










1 

Andhra Pradesh 


62036 

552.30 

48423 

.39131 

37344 

31165 

2.5423 

22089 

17375 

14242 

2 

Arunaehai Pradesh 


1057 

935 

815 

676 

572 

460 

368 

352 

299 

280 


Assam 


15317 

14489 

1.3095 

11.543 

10632 

9498 

8064 

6780 

6330 

,5601 

4 

Bihar 


39082 

35653 

3069.3 

27315 

25399 

22828 

I940K 

18.533 

15358 

14182 

5 

Gua 



1849 

1814 

1.544 

1265 

1024 

920 

781 

670 

608 

ft 

Gujarat 


49447 

47869 

39226 

.34714 

26124 

24269 

21425 

19496 

1.1908 

14022 

7 

Haiyana 


2.5010 

21789 

18.347 

1.5416 

14639 

122.38 

9919 

8878 

674.3 

6081 

8 

Hitnachai Pradesh 


4931 

4340 

,3744 

.3411 

2975 

2521 

21X4 

19.1.1 

1539 

l.16.t 

'i 

Janifnu and Kashmir 




3471 

.3218 

29.35 

2763 

26X8 

2548 

2086 

21.34 

10 

Karnataka 


43079 

,39158 

3.3794 

29132 

26736 

20550 

17798 

1.5671 

1 34.35 

117.33 

It 

Kerala 


24819 

22024 

19688 

17175 

15102 

12173 

10668 

9182 

8258 

7354 

12 

Maharashtra 


131578 

110050 

96842 

79847 

65230 

.58175 

50139 

40472 

31770 

2X431 

13 

Manipur 




1046 

958 

866 

723 

6.34 

f)06 

.542 

426 

14 

Meghalaya 


1380 

12.58 

1122 

968 

887 

795 

660 

506 

467 

386 

15 

Mizoram 




562 

478 

417 

306 

2X1 

260 

259 

194 

16 

Madhva Pradesh 


47813 

42144 

38053 

31043 

27895 

26546 

21119 

IK‘J94 

I6II2 

12491 

17 

Nagaland 




880 

842 

762 

663 

469 

1X7 

.340 

269 

IK 

Urissa 


20923 

18002 

154X1 

13416 

12505 

9664 

9917 

86X1 

6853 

6748 

ly 

Punjab 


34290 

31.346 

275.50 

2.3280 

20245 

167.38 

15055 

12495 

10816 

9174 

20 

Ratosihun 

39460 

33705 

.30641 

24596 

23944 

20044 

18281 

1.3836 

12X92 

94.36 

8341 

21 

Sikkim ' 




248 

24.3 

2.37 

213 

1X5 

167 

1.56 

I.3S 

22 

Tamil Nadu 

66134 

57655 

53132 

46098 

.37864 

32563 

27646 

23935 

2IU23 

18166 

15.305 

23 

Tripura 



1310 

1244 

1079 

10.30 

917 

840 

771 

601 

522 

24 

Liilar Pradesh 


90187 

79598 

69736 

52053 

57206 

49496 

41664 

.16601 

304X1 

27237 

2^^ 

West Bengal 


57753 

51432 

44532 

38768 

.36433 

31.5(X) 

27790 

246X6 

23012 

I8<J46 

1 

A ami N Islands 



367 

267 

194 

176 

160 

151 

126 

116 

no 

2 

Delhi 



18231 

162.39 

1.39.39 

1.3043 

102.30 

X9I4 

7784 

656X 

5640 


Pondiehcny 




878 

842 

745 

648 

565 

500 

431 

392 

X Net 

slate domcatic product (SDP) (a( conslamt il9S0-SI) prktt) 









1 

Andhra Pradesh 


13766 

13027 

1.1032 

11879 

12020 

1172.3 

1154.3 

11028 

9542 

869 3 

2 

Arunaehai Pradesh 


347 

.323 

310 

271 

264 

211 

183 

190 

175 

165 


Assam 


.3941 

38K.3 

3754 

.361.3 

.3577 

3426 

3286 

3060 

1037 

2907 

A 

Bihor 


10965 

10254 

9458 

9169 

9792 

10314 

9365 

9523 

8455 


S 

Goa 



670 

672 

649 

568 

.568 

49K 

477 

393 

3.5-) 

6 

Gujarat 


14211 

14504 

I2SI0 

1.3011 

9964 

10915 

10681 

10873 

7749 

872( 

7 

Haryana 


6666 

6540 

6098 

583.S 

5837 

.5719 

5178 

5111 

4110 

4IX< 

8 

Himachal Pradesh 


1419 

1325 

1257 

1210 

11.57 

1151 

1123 

1005 

894 

89 

9 

Jammu and Kashmir 




1499 

144.3 

1388 

1162 

1285 

1257 

1110 

124 

10 

Karnataka 


11693 

11506 

II2I3 

10482 

I0Z70 

9112 

9046 

856.3 

7883 

716 

II 

Kerala 


7295 

6869 

6.381 

5752 

5.365 

5262 

4X92 

4584 

4166 

3*W 

12 

Mdurashtra 


38843 

35788 

33692 

30419 

268<.9 

27245 

26051 

22-162 

2024X 

IX9f 

n 

Manipur 




375 

,360 

.343 

316 

299 

295 

2X2 

2f 

14 

Meghalaya 


347 

329 

320 

299 

.318 

.304 

275 

240 

237 

2 

IS 

Mizoram 












16 

Madhya Pradesh 


12931 

124.38 

12075 

11060 

10302 

III2I 

9725 

9527 

8876 

78 

17 

Nagaland 




288 

281 

248 

238 

215 

207 

192 

1 

IK 

Onssa 


5611 

5.306 

5124 

■•4814 

4897 

4345 

5234 

4907 

4054 

41 

19 

Punjab 


9235 

8943 

8566 

8215 

7845 

7505 

7365 

6792 

6450 

61 

20 

Rajastlian 

11021 

9936 

9917 

8329 

9078 

7850 

8473 

7324 

7477 

.1291 

5t 

21 

Sikkim 






144 

135 

123 

IIS 

108 


22 

Tamil Nadu 

16984 

16031 

16016 

14621 

13370 

12746 

12411 

11468 

10733 

9X9,3 

9 

23 

Tripura 



583 

543 

489 

470 

4.55 

422 

393 

347 


24 

Uttar Pradesh 


25112 

24330 

23557 

23123 

22*73 

22780 

21.501 

20919 

18.106 

17 

25 

West Bengal 


19624 

18276 

17346 

16054 

15.590 

1445* 

137.35 

13264 

12720 

13 

1 

A and N Islands 



102 

96 

89 

68 

74 

77 

77 

70 


2 

Delhi 



6649 

6126 

5623 

5786 

5205 

4949 

4515 

4146 


3 

Pondicherry 




289 

299 

292 

279 

270 

2.17 

245 
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TISCO . 

Modernisation to Lower 
Coal Costs 

STBEL major Tala Iron and SlecI (Tisco) 
aaw a sharp decline in its bottoinlinc in 
1996-97 Though the company performed 
well in (he fust half of the year when it reaped 
the benefits of ils phase III modernisation 
programme, the second half of the year 
mcne than offset the gains from this following 
poor industrial ofttake, a high inventory 
position and a severe liquidity crunch. 

Though the company’s net sales and value 
of production improved by 7.5 per cent and 
6.9 pet cent, respectively, ils net profit fell 
by 20per cent over 199.5-%. Though operating 
profit improved by 4.5 per cent, sharp 
increases in interest costs (up 12 per cent) 
and depreciation (up 9.K per cent) and a Ks 
73 croretax provision (1995-%: nil) - mainly 
on account of the minimum alternative tax 
(MAT) - led to the lower bottomlinc. 

Despite the fall in earnings per share from 
Rs 15.4 to Rs 12.3, the company maintained 
the dividend rate at 45 per cent. Book value, 
meanwhile, edged up from Rs 101.9 per 
share to Rs 108.2 over the same period. 

The company ’ s gross saleable steel output, 
in l9%-97, increased by 4 per cent to 2.82 
! mn tonne.s. The proportion of semi-finished 
steel declined from 33 per cent in the 
previous year to 29 per cent. The company 
i cloimsthal this was possible following better 
utilisation of the finishing mills. Similarly, 

' the proportion of continuous cast slabs/ 
billets improved from 51 irer cent to 56 per 
cent. Ptxxiuciion at the company’s hot strip 
mill exceeded its rated capacity of I mn 
') tonnes to touch 1.04 mn tonnes. 

Ttsco’s cement division saw a capacity 
I utilisation of 73.9 percent, producing 1.278 
, mn tonnes during the year. The company 
K claims that production would have been 

1 higher but for technical and logistical 
% problems at the Ji^obeni plant. Production 

2 of ordinary portland cement at the Sonodih 
I unit touclicd 3,66,000 tonnes, while slag 
I cement output at Jujobera was higher by 
J 24 per cent at 9.12.000 tonnes.’The bearings 
^ division, however, saw production volumes 
I steady at 15 nm tonnes, which is the rated 
g capacity of the plant. 

% Total steel sales by (he company improved 

^ marginally from 2.36 mn tonnes to 2.44 mn 
1 tonnes, representing an increase of a mere 
] 3 per cent over the previous year. 

, Tiko now plans to replace two of its coke ' 
: oven batteries at Jamshedpur at a total cost 
' of around Rs 750 crore. this purpose it 
\ approache<i the steel ministry for a Rs 450 
I cron loan from the Sleet Development Ptind 
: (SDF), wfcid) sanctioned the loon but cut the 

( amount from Rs 430 crore to Rs 250 crore. 

r ■ 


The new coke oven batteries, which are 
equipped with stamp charge technology, 
will enable the company to use medium 
coking coal instead of prime coking coal, 
thus significantly reducing the cost of coal 
per tonne of steel produced. The first phase 
of this project is dready under way and is 
expect^ to be completed in 1998-99, ’The 
company has already been using the stamp 
charge technology in three of its existing 
batteries, making it (he first and only Indian 
pl.mt to invest in this technology. This 
method not only allows poor and medium 
quality coking coal to be converted into 
high quality blast furnace coke, but also 
offers vanous other advantages including 
higher yield of coal to coke conversion, 
.superior metallurgical quality of coke 
produced and effective use of higher 
proporiuin of lower rank coal. 

flic company is now considering taking 
over the ailing Gujarat Steel Tubes (GST) 
at Kaligam near Ahmedabad. GST has .1 
capacity to manufacture 1.5 lakh tonnes of 
steel tubes, but has stopped production since 
May (his year following accumulated losses 
of around Rs 20 crore. Though it requires 
Rs 20 crore for this takeover, Tisco claims 
that it needs to operate GST’s unit with an 
initial capacity of a mere S.0(X) tonnes for 
siTKXith working. 

The company’s share currently quotes at 
around Rs 180 on the bourses, discounting 
its latest earnings per share by 14.6 limes. 

GRASIM INDUSTRIES 

Lower Profitability 

The flagship of the A V Birla group. Grasim 
Industries saw a sharp fall in profitahiliiy 
in 1996-97. Though the company has 
achieved phcnomcrtal growth in the past 
and has emerged as one of (he 10 largest 
companies in India’s private sector in icttik 
of assets, turnover and profits, its per¬ 
formance suffered in 1996-97 following 
lower realisation in cement, depressed steel 
and textile markets, and substantial increases 
in the prices of various government 
controll^ inputs such as steam, coal, railway 
freight, petroleum products and power. 

Despite increases of 12.6 per cent in net 
sales and a 13.5 per cent rise in value of 
production, a steep nsc inoperating cxpeascs 
led to a 7.5 per cent fall in operating profit. 
The rise in net sales was mainly on account 
of higher cement and sponge iron production. 
Further increases in interest charges (up 
12.7 percent) and depreciation (up 19.1 per 
cem)lcdtoan I8.7perceffl dip in net profit. 
This, in spite of a fall of over SO per cent 
in (he tax provision over 1995-96. 

Despite the fall in earnings per share from 
Rt 45.9 to Rs 37.3, the company has 
increased the dividend rate from 62.3 per 


cent last year to 63 per cent. Book value 
was higher at Rs 296 per share (1993-%; 
Rs 265.1 per share). 

A 46-day shutdown at the viscose staple 
fibre unit at Nagda due to water shortage 
resulted in a 4 per cent fall in productirm. 
Later flash floods at other plants at Mavoor 
and Harihar too affected production. Though 
the company managed to improve 
production at its cement divisions after 
initial teething problems, the new plant 
commis.sioned last year at Shambhuixira, 
Rajasthan, operated at less than 50 per cent 
capacity. The Jawad plant in Madhya 
Pradesh, however, operated at close to its 
full capacity of 2.5 mn tonnes. 

The company’s bottomlinc would have 
brer) l iwcr bui for the sate of a huge block 
of 2.2 mn shares of Indian Rayon to group 
company Hindalco Industries at around 
Rs 318 crore. The profit on sate of these 
shares amounted to Rs 45.3 crore. However, 
Indian Rayon's share price has since risen 
significantly following the announcement of 
an impending bonus issue, resulting in 
Gra.sini suffering a notional loss on the sale 
of its block of shares. 

Grasi in is now making a foray into cement 
cxpoits and for (his purpose is setting up 
the country's first export-oriented cement 
unit. The unit, which will be port-based and 
situated close to one ot the nine upcoming 
minor pons in Gujarat, is likely to have a 
capacity of I mn tonnes and cost around 
Rs 450 crorc. The plant, which will increase 
Grasim’s total capacity to 6.2 nui tonnes per 
annum, is expected to be commissioned in 
late 1998. The company already has three 
cement divisions: Vikram Cement in north 
Madhya Pradesh with a capacity of 2.S mn 
tonnes, Adiiya Cement in east Rajasthan 
with a capacity ot one million tonnes, and 
GrasimCement In southeast MacSiya Pradesh 
which was recent expanded to 1.7 mn 
tonnes. While the Aditya and the Vikrahi 
divisions cater mainly to the western and 
northern markets, Grasim Cement division 
maikeix mainly to the east and pan of the south. 

The company’s stock presently quotes Mt 
around Rs 3M on the Bombay Stock 
Exchange, discounting its 1996-97 earnings 
per share by 9.7 times. 

INDO GULF FERTIUSERS 

Disruption of ProducticHi 

Indo Gulf Fenilisers and Cheimcab. another 
A V Biria group company, saw a steep 
decline in sain and profitability in 1996-97. 
A plant shutdown in the first quarter due 
to the breakdown of the ammonui con verier 
basket (os also for carrying out plm 
upgradaiion jobs) and another cutback ia 
December 1996 because of noo-avaUaliitiiy 
of natural gas led to the company's aet aatoa 
and value of production falling by 22.5 pfr 
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The Week’s Companies 


(Rsiukk) 


Financial ladlcautrs TIsca Grasini IndoGnlf 

Indsstrics Fertinscii 
March March March March March March 

1997 1999 1997 1996 1997 1996 


iDcome/appropriatiatts 

1 Net sales S6S497 

2 Value of production 569709 

5 Other Income 16149 

4 Total income 585858 

5 Raw matcTialt/slores and 

spares consumed 121562 

6 Odier nuBwfacluring expenses 118601 

7 Remuneration to employees 86651 

8 Other expenses I26I6S 

9 Operating profit 152879 

10 Interest 38908 

11 Gross profit 86979 

12 Depreciation 32683 

13 Prifit before tax 52564 

14 Tax provision 7300 

15 Profit after tax 45264 

16 Dividends 16566 

17 Retained ptofit 28698 

Uabilities/assets 

18 Paid-up capital 36738 

19 Reserves and surplus 360664 

20 Long-term loans 368819 

21 Shott-tenn loans 39446 

22 Of which bank borrowinp 39446 

23 Gross fixed assets 785082 

24 Accumulated depreciation 232442 

25 Inventories 104040 

26 Total assets/liabililies 992087 

MbccHaaeaaa hens 

27 Excise duty 69649 

28 Grass value added 197281 

29 Total foreign exchange income 66457 

30 Total foreign exchange outgo 55918 

Key flnaaeia] and performaiice ratioa 

31 Tumoverratio 

(sates to total assets) (%) 57.00 

32 Sales to total net assets (%) 70.19 

33 Gross value added to 

gross fixed assets (%) 25.13 

34 Return on investmem 

(gross profit to total assets) (%) 8.77 

35 Gross profit to sales 

(gross margin) (%) 15.38 

36 Operating profit to sales (%) 23.50 

37 Profit before tax to sales i%) 9.30 

38 Tax provision to 

profit before uix (%) 13.89 

39 Ftafit after tax to net worth 

(return on equity) (%) 11.39 

40 Dividend (%) 45.00 

41 Earning per share (Rs) 12.32 

42 Book value per shin (Rs) 108.17 

43 P/E ratio 14.61 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 9181 

45 Sbon-ieiro bank borrowinp 

to inventories (%) 37.91 

46 Sundry crediton to 

sundry debioii {%) 86.32 

47 Total remuneration to employees 

to gross value added (%) 43.92 

48 Total renwneralicm to employees 

to value of production (%) 15.21 

49 Cross fixed asseu focmaiion (%) 5.97 

50 Growth in inventories (%) -4.72 


526151 

308661 

274212 

43725 

56381 

532775 

314341 

276897 

42135 

56390 

9334 

9696 

15176 

4643 

6892 

542109 

324037 

292073 

46778 

63282 

105583 

130497 

119553 

13353 

16117 

109052 

61823 

44701 

12344 

16788 

85433 

19467 

17538 

1888 

1681 

114918 

44970 

37511 

4377 

4104 

127123 

67280 

72770 

14816 

24592 

34733 

25894 

22%8 

1942 

2474 

86383 

46310 

.54346 

16392 

22734 

29761 

14754 

12.391 

4008 

3261 

56579 

31086, 

41955 

12047 

19473 

- 

4100 

8775 

1550 

4950 

56579 

26986 

33180 

10497 

1452.3 

15697 

4700 

4519 

3369 

.3369 

40882 

22286 

28661 

7128 

III54 

36723 

7231 

72.31 

18715 

18715 

.3.37517 

209.540 

187549 

78891 

71763 

3278.59 

166863 

157038 

60660 

18248 

56355 

42160 

36556 

13182 

5286 

56355 

42160 

36556 

12032 

5286 

740846 

341816 

.302380 

166157 

1025.39 

201490 

91800 

77156 

38019 

35985 

109191 

64095 

58059 

6435 

6918 

920978 

464804 

432450 

18.3189 

I2II06 

59261 

51316 

45719 

152 

170 

200241 

90829 

87453 

19296 

21133 

67737 

16824 

340.30 

2 

554 

67742 

28342 

40233 

20880 

5507 


57.13 

66.41 

63.41 

23.87 

46.56 

69.37 

72.49 

70.61 

25.50 

49.45 

27.03 

26.57 

28.92 

11.61 

20.61 

9.38 

9.96 

12.57 

8.95 

18.77 

16.42 

15.00 

19.82 

37.49 

40.32 

24.16 

21.80 

26.54 

33 88 

43.62 

10.75 

10.07 

15.30 

27.55 

34.54 

- 

13.19 

20.92 

12.87 

25 42 

15.12 

12.45 

17.03 

10.75 

16.05 

45.00 

65.00 

62.50 

18.00 

18.00 

15.41 

37.32 

45.89 

5.61 

7.76 

101.91 

295.95 

265.12 

52.15 

48.35 

12.20 

9.65 

10.61 

5.35 

5.67 

87.61 

77.97 

81.92 

6MS 

20.17 

51.61 

65.78 

62.96 

186.98 

W.4I 

102.16 

42.54 

45.20 

23.88 

26 J9 

42.67 

21.43 

20.05 

9.78 

7.95 

16.04 

6.19 

6.33 

4.48 

2.98 

6.40 

13.04 

18.69 

6104 

35.42 

23.96 

10.40 

35.60 

-6.98 

17.97 


cent and 25.3 per cent, mpeclively^ 
Proportionately higher opmting expenim 
led to a 39.8 per cent fall in operating profit. 
Despite lower interest charges (down 21.3 
per cent) and tax provision (down 68.7 per 
cent), the company’s bottomline fdl by 
27.7 per cent following a 22.9 per cent 
increase in depreciation provision. 

Despite the fall in earnings per share from 
Rs 7.8 last year to Rs 5.6, the company 
maintained the dividend rate at 18 per cent. 
Book value edged up from Rs 48.4 per share 
in 1995-96 to Rs 52.2 per share. 

The company is currently setting up a 
copper smelter project with a capacity to 
manufaciure one lakh tonnes per annum of 
copper cathqdc and with an inbuilt provision 
for ex[»insion up to 1,50,000 tonnes per 
annum. Since the company has to imp^ 
its entire copper concentrate - the basic raw 
material for its 1,8S0<rore copper smelter 
project - it has approached the Reserve 
Bank for approval to hedge on the London 
Metal Exchange for its raw material, 
requiremenu. The plant will be the largest 
of its kind in the country and is expected 
robe com missioned during Che fouithquaiter 
of 1997. The continuous cast copper rod 
(CCR) plant, which forms an integral part 
of the copper smeller complex and has been 
set up under a technology coll aboraiion with 
Southwire, US, has already been 
commissiotsed. Geared to produce tods from 
8 mm onwards, it is the only plant of its 
kind in the country to produce 19 mm 
diameter rods. CCRs are used in the core 
sectors of power, electrical equipment and 
telecommunications. 

Meanwhile, the poor performance in 
1996-97 has forced the company to put off 
its Rs 300 crorc public issue which was 
meant to fund the copper project It now 
|daiu to launch the issue once production 
at the copper smelter stabilises. The project 
is being financed through a debt-equity ratio 
of 1.5:1 with the equity contribution 
accounting for Rs 740 crore. The equity 
poition is to be financed either through a 
rights issue at a premium or a $ 90-100 mn 
global depository receipt (ODR) issue 
amounting toRs 315 crore slated for October 
or Decemher this year. A 35 mw coge¬ 
neration power plant and oxygen plani are 
also coming up at the complex to make it 
self-sufnciem in all respects. The company 
has also made investments to set tip a 
captive jetty to berth iMps up to 30.000 
dwi. 

The company's share currently quotes at 
around Rs 30 on Ibe bouries, discounting 
its latest earnings per share by a mere 5.4 
limes. 

The compttiy expects to produce over 
9.24 lakh tonnes of urea in 1997-98, 
representing a 38.3 per cent rise over 
1996-97, following equipment upgradMion 
and implctneatation of total p^uctive 
maintensnoe technique. It has projected a 
turnover of Rs 990 crore In 1998-99. 


- means not available. 



COMMENTARY 


KERALA 

Farm Workers^ Agitation 

Return to Politics of Confrontation? 

A Special Correspondeiit 

The crisis in paddy cultivation and the farm workers' agitation are 
only a symptom of the deeper ntalaise afflicting Kerala’s economy. 
And the return to confrontational politics, as indicated by the 
agitation, will be a serious setback as much to the state's efforts to 
develop its productive sectors as to those to establish a system of 
decentralised planning and development administration. 

CONVERSION of paddy lands lor raising as a result of the disruptive profile ol its 
inorcprontablccropsand,wherevcrfeasiblc. head-load workers’ union. While the hold 
into real e.statc has been going on in Kerala of the unions within the party continues to 
fur the last two decades. The priK-ess has got be formidable, the party succeeded to some 
accelerated since the introduction ol econo- extent in projecting a ‘developmentalist’ 
micreformsinthecountryfromthe late lOfiOs image in that it wanted to accord a higher 
Duringihetwodccadcssince then)id-l'^70\. prioniy to increasing output and income in 
mure than 40 per ccni of the area under agnculiure and industry both of which are 
paddy has thus been converted. Thi.s could stagnating since the mid-1970s. The high 
not hut have resulted in a decline in profile accorded to the process ol decentra- 
employmem op|K)rtuiiitics for agricultural lisaiiun of development administration 
labourers, although their wage rales have through the newly elected [laiKhayats is an 
been increasing steadily over this period. uutcumcoflhissluftinpoliticalperspectivc. 

Inashowofprotestagainstihec'onvcrsiun But then, who is responsible for reinirodu- 
uf paddy lands in the water-lugged region cing the old-style politics of confroniaiion? 
of Kuitanad in Kerala, the Kerala Stale Sections of the press and political circles 
Karshaka Tho/.hilali Union (KSKTU), believe that this is an outcome of the imra- 
represeniing the agricultural labourers party feud within the CPI(M). They argue 
belonging to the CPIlMi, launched an that without tliesupipon of powerful leaders 
agitation whereb) activists entered into the within the party it could nut have been 
converted paddy lands and destroyed the possible to launch an agitation of this nature, 
existing crops such a.s coconut and banana Iboscwhuarcseenasapprovingtheagitalion 
as well as einhankmcnts pul up lor arc thought to be on the side of the trade 
aquaculture. The choice ol the region lor union lobby and hence clearly aimed aithose 
launching the agnation is not without leaders who are now in government. The 
significance since Kutlanad was in the party is also embarrassed because its leader 
forctront ot the struggles of agricultural and chief minister. B K Nayanor, is also in 
labourers first in the 1940s and subsequently charge of the home portfolio and will be 
iiilhe 1960s Tile immediate and widespread forced lo intervene when Iheagilalion tum.s 
ulteniion this cveni hus received therefore inlo a law and order problem In fact, the 
acquires wider political signilicance in government has already been forced to 
Kerala, it has less to do with the central role intervene. The High Court of Kerala has 
ot labour unions in Kerala politics and more banned agiialions by farm workers leading 
to do with the memories of the politics of to desiruciiun ot crops and property and has 
conlromaiion throughout the l96Us and issuc'dstcrninstnictionstothedisinctpolice 
1970s resulting in considerable disruption officials in Alappu/.ha. 
of work and life. This time, however, the None of the other partners in the LOF has 
farm workers' agitation has come as a bolt supported the farm workers' agitilion as 
from the blue ip the ruling Left Democratic they tear that a return to the confrontationisi 
Front particularly its leading partner, the politics of the 1960s and 1970s will lead to 
CPKM). Since the mid- 1980s, the CPI(M) a loss of the carefully nuitured and slowly 
has been labouring hard to protect an image emcrgingimageofthestaieasaninvcstinent- 

that it is no longei interested in promoting friendly place. In fact, the CPI, the second 
and supporting a politics of confrontation biggest partner in the coalition, hat been 
using the labour unions as instruments. The vocal in its opposition to the fann worken' 
politics ofconfrontaiion did cost the CPKM) agitation. Along with other minor partnen 
dearly when ii lost power in the early 1980s it feels th« the CP1(M) has handed over a 


stick to the Congress and ns partners in'the 
opposition to beu the LDF and gain quick 
politicai mileage, it also fears that the political 
wind in Kerala, which has been favourable 
to the LDF since its election victory a year 
ago, may change direction, thus jeopardising 
the LDP's electoral prospfxts four years 
from now. The CPI’s ire is also not without 
historical significance. For the politics of 
confrontation practised by the CPKM) in a 
virulent form during 1969-79 was largely 
directed against the CPI when it joined hands 
with the Congress and ruled the stale. It was 
perhaps during this period that the politics 
of unionisation of all types ot workers reached 
Its /emth and the party pushed labour 
struggles to their limits Some of the chicken 
are now coming home to roost. 

Most, if not all. of the CPI(M) leadership 
have been quick enough to distance itself 
from the farm workers' agitation. The party 
has said that it docs not approve the tactics 
employed by its agricultural labourers' union 
inproicstmg agumsitheconversiunot paddy 
lands The union, however, has not retracted 
its position. On the oihcr hand, it has 
continued with its agitation risking a 
confrontation with the police. It has also 
.mnounced that it will continue with the 
agitation Sigmficamly. the chief minister 
made a .statement which in effect 
acknowledges the econoinc logic of the 
tanners' decision to conven their paddy 
lands He said paddy cultivation IS no longer 
ccononiical in many parts of the state and 
that should be recognised. He suggested that 
the government could look into the possibility 
of extending financial assistance to farmers 
U) enable (hem to continue with paddy 
cultivation. 

There is no doubt that the issue of 
conversionof paddy lands forotherpueposes 
IS dictated by economics. Bui ihe remedy 
suggested by the government, including 
subsidies to farmers, is indeed a short-sighted 
one and dictated more by immediate polibcai 
con.sideralions than long-term development 
of the .state. The paradox of Che Kerala 
situation is that wage rates of agricultural 
labourers, as well as those in most other 
occupations in rural areas, are steadily 
increasing. There ate many areas in Kerala 
where thecutrent daily wages of agricultural 
labourers exceed Rs 100. Expens say that 
the clue to undemanding this paradox of 
declining employment and rising wages in 
agriculture is rdaied to the rcmitianoes 
received in Kerala from workers in the Gulf 
countries. Large-scale rcmilianccs have 
contributed to the expansion of the 
constniction sector os well as .such service 
sector adivtiies as trade and commeice. The 
cesuhatit rise in wages is also reflected in 
higher wages in other sectors. Unkm power 
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is able lu ensure such high wages. This has 
of course alTecled investment because of the 
existence of low wage areas .in the 
neighbouring .siatc.s of Tamil Naiiu and 
Karnataka. Despite concerted efforts, the 
How of new investment into Kerala is veiy 
little. Banks in Kerala arc Hush with lo<muhie 
funds but there arc very few takers of such 
funds for investment. Faced w'ith high wage 
costs, paddy cultivating larmcrs tire shifting 
to high value crops where labour absorption 
IS low and prolitabihty is high. 

But the Kerala situation is not Just a paradox 
of high wages and low' employment The 
unemployed arc no longer the older 
generation ol unskilled, illiterate and ixiurer 
people The younger generation is educaied 
and at least seini-skilled. il not highly skilled. 
They wanl iob.s instead ol manual work. This 
has resulted m a shortage of agricollural 
labourers in many parts of the state. Farmers 
complain that the younger members ot 
agricultural labour households aie not 
interested m working in the paddy fields. In 
fact, most arc not interested in any lype of 
casual employment m I'ural areas. They prcler 
to work a.s a headload w'orker. a shopassi.siani. 
or anything that givesihcm jdilterciit|)rolile. 
When unemployed they become activists ol 
youth organisations of political parlies and 
ot course enjoy a much higher .status ilian 
that of a worker. The agitation by (he farm 
workers in Alappu/.ha, therefore, dues not 
make economic sense i n a sittiat ion of I ahour 
shortage in paddy culuvaiion. 

High wages should have motivated 
employers to introduce new technology. 
During the 19W)s and 1970s the agricultural 
labourers' unions aclively opposed 
meehani.saliun ol funning. Of course they 
were not alone in this game. Every union 
opposed any type ol technological change 
in their work place. The situation has now 
changed. This is not because unions have 
.suddenly become champions of tcehnologieal 
change. On the contrary, it is dictated by the 
ground reality. Younger generation ol 
workers arc simply not imerc.sied in manual 
work. Thi.s is true of both men am) women. 
Government is talking about farm 
mechanisation as u solution. Bui the decision 
has to be made by farmcr.s. However, this 
solution to the msis in paddy cultivation 
may not he as simple as that. The i.ssucs 
related to the imperative ol increasing labour 
productivity in agriculture have not been 
squarely laced Foranykindof mechanisation 
or other lurms of technological change such 
a.s fcitiii.ser application and introduction of 
high yielding varieties, the availability of 
water is the most important prerequi.silr It 
is here that successive governments have 
failed and fuiied miserably at that. Not more 
than une-tltth of the area under crops is 
irrigated in Kerala even after more than 40 
years ol planning. The department of 
imgntion has the dubious distinction of not 
completing any of the major imealion 


projects undertaken hy it so far. In fact, it 
has become a bottomless pit for devouring 
the .scarce investment funds of the state. The 
corruption, wastage and other forms ot 
leakages are hardly addressed althoughcvery 
segment of the otherwise enlightened political 
society of Kerala is aware of these problems. 
Changes in government have made no 
differenec to thi.s state of affairs. Many experts 
therefore wonder as to how labour 
prixluclivitycouldbcincrea-sed in agriculture 
in general and paddy m particular unless a 
major onslaught is launched lo rc.strueturc 
the agencies responsible for providing 
irrigation and other forms of control of 
water. Piovision ol electricity is another 
crucial input. Tlie .state of affairs in the Stale 
HIccliicity Board is hardly different from 
that of the iaigaiion department. Il is not 
W'llhoiit significance that these two 
depanmenis are praelieally untouched hy 
ihe dccentiali.salion process. Such is the 
power sit wcll-cnircnchcd vestixl interests 
within the gosemmcni syslem. 

Behind Dalit Anger 

J V Deshpande 


I'HF insult to the Ainbeilkar statue in a 
suburb ol Muiiib<ii on July 11 was not the 
first such epi.sodc, nor. n is tcared. will il 
be the last one Anotlicrsimilarepisode took 
place in Kanpur soon alter, on August 7. A 
few months earlier, a small town of 
Marathwada had also witnessed tcn.sion for 
the same reason. When the agitation over the 
renaming of Marathwada University was at 
its height in the l9X0s. there were several 
such cases of vandalisalion. On July 11. 
there wa,s an instant eruption of anger on the 
part of the followers of Ambedkar living in 
Ihe neighbourhood of the statue. The public 
demon.stralion was followed somewhat 
precipitously by police llring. The public’.s 
protest seemed to be directed at Ica.st a.s niucli 
against lire perceived police high-handed ness 
us against (he actual act of vandalism 
Unlike the other disturbance which 
Mumbai and Mnharashini have witness in 
the recent past, there were no conllicts 
between different communities or castes this 
lime. The only loss of life was due to police 
firing The anger and the protc-.ts were 
directed primarily against the police and the 
government machinery in general and, 
ironically perhaps, at Ica.st to .some extent 
against .some of those who have been in the 
forefront of dalit agitations in the past. The 
inquiry ordrred hy the si •■l<- I'ovemn’ -n» imo 


The crisis in paddy cultivation and the 
farm workers' agitation are only a symptom 
of the dc'epcr malaise afflicting the Kerala 
economy. For all its achievements in 
education and health, the productive sectors 
of the economy continue to languish. 
Despite much rhetoric, the task of building 
basic infrastructure remains an unfulfilled 
one. 

There is no doubt that a return to 
confrontational politics would be a serious 
setback lo Kerala's quest for developing 
its productive .sectors. In the proce.s.s it 
could also undermine the ciirrciil efforts in 
establishing a decentralised planning and 
development administration system 
against which there an.' as many enemies 
within as there are outside. The immediate 
fall-out of the farm workers’ agitation has 
been lo weaken the bond among the ruling 
LDF parties while il has provided a 
rallying poinl for the UDF parties in itie 
opposition led by the faction-ridden 
Congress. 


the whole altair will, hoiwlully, bring out 
the immediate provocations which resulted 
in the public display ol anger hy the 
Ambedkai lollowers. But lo understand Ihe 
I’ruslratioiis and the roots ot anger ot the 
daliis 111 Maharashtra, it is necessary to hnik 
beyond the immediate causes which lead lo 
such eruptions. 

To say that dalit anger was directed agamsl 
the .SS-BJP government in Maharashtra 
because of its Hindutva. upper caste colours 
would be too facile. Similar demonstrations 
liave been held in ihc pasl again.sl 
governments of other parties also. In trying 
to fit every episode into preconceived casieist 
mould, there i.s a real nsk of mi.vsing out on 
the ba.sic issues It is true iliaf none of Ihc 
local elected rcprcscnlalivcs of the area (all 
of Ihetn SS-BJP members) showed up in the 
riot-adecled area, hut then no lenders from 
other parties did either. Political leaders do 
not function that way any more. A couple 
of RPI leaders did venture into the Mumbai 
suburb during Ihe agitation hut had Ihe 
mortifying experience of being renighed up 
hy their own former lollowers. 

It would be more correct to say that the 
display ol public anger was primarily a stark 
demonstration of Ihe pent-up anit- 
estublishmcnt feelings than anything.olsc. 


/J(//if ctiiffer over the vaiuleilixation of an Anthetikar statue is real and 
legilinuiie and needs to he assuaf;ed, but the reasons behind the 
frustration and desfiair which hrin^ on these violent displays of anf^er 
lie deep and have to he attended to. This calls for working on a much 
larger canvas. 



by many today as pan of the preacnt 
establishment. 

Over (he years, it has become common 
practice to refer to thefollowers of Ambedkar, 
almost entirely neo>Biiddhists and from the 
inahar community, alone as dalits. One may 
accept the usage, but it roust be kept in mind 
that they form only a part of the poor and 
the downtrodden in Maharashtra, maybe 
about a third. In many respects, they stand 
apart from the other poor sections of the 
society. The importance of educating 
themselves has been impressed upon them 
for over 50 years now, first by Ambedkar 
himself and later by his early colleagues. As 
a result, the level of education among them 
is higher than among the other poor. There 
is alsoagreater degree of urbanisation among 
them. Today a large proportion of the dalit 
youth can be classified as urban, educated 
(or at least partly-educated) pour. The 
majority of those who live in cities live in 
shanty-tuwns or in slums such as the one 
which was the scene of the recent unrest. 

With the population rising rapidly, it would 
be no exaggeration to say (hat today armies 
of moderately educated, semi-skilled youth 
(both dalit and non-dalit) arc entering the 
labour market. (Over 12 lakh students took 
the school leaving examination in 
Maharashtra in March 1997.) At the same 
lime, jobs suited to their skills and abilities 
have all but dried up. This is the story not 
only in Maharashtra but in all pans of India 
and it is true not only of dalit youth but other 
youth also. With dalits the problem takes on 
a more .serious, visible form forsome specific 
reasons. Most of them are without any 
cushion of any kind, such as land or property 
or a bit of capital or connections in today’s 
shrinking job market. With greater emphasis 
on privatisation of economic and industrial 
activities, the last-named factor is becoming 
more and more important. At the same time, 
thanks to Amhedkar's genius again, they are 
part of an acti ve proletarian protest movement 
of long .standing - whether it was the 
Independent Labour Party, the .Scheduled 
Castes Federation or (he present-day 
Republican Party of India. These hod given 
them, till recently, a channel for focusing 
their grievances and seeking remedies in an 
organised manner. 

However, working class movements in 
India have not moved along the paths 
expected by leftist social scientists. Arid the 
movement inspired and nurtured by 
Ambedkar was not .strictly a standard working 
class movement. Starting as mainly a 
leformist movement in Ambedkar's time, it 
turned into a political party in his later days. 
This was perhaps to be expected. In the early 
days, Ambedkar was able to attract activists 
from various communities into his 
movements hut despite this, soon after his 
passing away, the RPI turned into an almost 
exclusive grouping of the mahar-neo- 
Buddhist followers of Ambedkar. 


In today's political context in India, 
compartmentalited political groupings based 
exclusively on one caste or the other have 
acquired adegteeof respectability. However, 
the experience of the past decade or two 
suggests that such groupings, even when 
they are in seats of power, have benefited 
mainly the higher- and middle-level leader¬ 
ship of the parties; the lot of the common 
manfromthecommunityfeastehas remained 
the same. It is for this reason that one hears 
more and mote frequently these days of the 
creamy layer in every community. 

The reason behind this is not difficult to 
see. By having ‘our man' in power, a person 
who has access to him may be able to get 
his personal problem attended to but he 
cannot change the conditions of society, 
even ofhis own caste. In Maharashtra, a dalit 
leader was minister for social welfare for 
about five years recently but left no 
worthwhile impact on the welfare of the poor 
in that period. A caste-based organisation 
cannot really work for the basic, essential 
needs of the poor and still retain its exclusive 
identity. Thus (at the risk of stating the 
obvious) what the poor and the dispossessed 
desperately need today are many more jobs 
(mit more reservations, but more jobs), 
facilities for education, including trade and 
technical education, a properly functioning 
public distribution system, watersupply and 
housing and so on. These problems are not 
faced exclusively by any particular caste or 
community, even when ills poor a.s a whole. 

Noneot the caste groupings which flourish 
today arc particularly in the forefront in 
agitating for these, although all pay formal 
lip service to them. They cannot strive (or 
these goals without subsuming their caste 
identity into the larger class of the poor and 
in the process risking the dilution of their 
hold over their caste tollowers. Thus wc sec 
many .strong and popular agitations over 
erecting a statue here or renaming a railway 
station there and appealing to the sense of 
exclusive pride of one community or the 
other. Such agnations do bnng some balm 
tothe community and also (till recently I help 
the chauvinist leaders retain their hold on 
iheircommunity. Meanwhile, the basic needs 
of the poor continue to remain unattended. 
The state of Bihar has been ruled hy the 
backward communities continuously fur 
seven years now while the poor in the state, 
belonging to all communities, live on a.s 
dismally as before. In Mahara.shtni the dalit 
leaders found themselves without much of 
a programme once their demand for the 
naming of Marathwada University was 
accepted and implemented. 

It is true that voters tend to vote by caste 
or community during election time. But this 
factor has its own limitations. Even after 
aligning itself with (heCongres.s, not a single 
candidate of the RPI was elected to the state 
legislature in recent times. There were also 
attempts at radicalisation of the dalit 


movement. Unfortunately, the radical 
movement could also not break out of its 
shackles of caste/community considerations 
and become tiuly a movement of the masses. 
Today, it is more or less moribund. The 
experience of the past two decades, 
particularly of the past five years or so, 
should bring out clearly the limitations of 
castc-based politics, whether of the 
parliamentary or of the radical variety. 

Dalit anger over the vandalisation of an 
Ambedkar statue is real enough and needs 
to be ameliorated, but the reasons behind the 
frustration and the despair which cause such 
violent displays of anger run deeper and 
have to be attended to. To do this would 
entail working on a much larger canvas. 

There is no denying that the hold of caste 
on the Indian mind continues to be strong. 
Alignments along caste lines do serve some 
purpose, perhaps as the first step to bringing 
people together. But beyond a point, genuine 
and sustained progress of a community can 
come about only as an integral part of the 
development of the country as a whole To 
achieve this, the emphasis indalit movements 
has to be at least as much on development 
projects for the poor as a whole as on symbols 
of sectoral pride. 

In today's context, this would mean 
sustained efforts for creation ni jobs on a 
massive scale. This is not difficult if the 
country has its pnontie.s right. For example. 
Maharashtra would benefit agrcatdeal ifsay 
200.000 new jobs of pnmary teachers arc 
created in the next five years. A large-scale 
programme to construct hutments and roads 
can create another 50.(X)0 jobs. It seems 
there is little or no recruitment in the State 
Transport or the postal service for a decade 
or more, even as pnvate transporters and 
courier services continue to expand. 

Without getting into the meats orotherwisc 
of privatisation, it has to he faced that if 
social reslructunng is also a major aim in 
development, there is no alternative to mas¬ 
sive state intervention at least in (be.se fields 
For lasting bciierment of their flock, the 
Ambedkantes (and other caste groups for 
that matter) have to face the.se and similar 
basic questions of economic development. 
However, it isdoubiful ifihe cxisung leader¬ 
ship. particularly of dalits and of the OBC 
groups, would accept this conclusion or 
would want to tread any new paths In.stead 
of drawing proper lessons from the tecem 
outbursu of dalit anger, at least some of the 
leaders have already started working for the 
banning of a book and for the renaming of 
a railway station. At the same time, it is also 
heartening to record that at least some dalit 
leaders are ready for introspection A tecem 
gathering of some dalit imellectuals and 
active social workers not only disaf^sroved 
of the call for banningof the hook inqnestioa 
but also discussed the possible limitatiam 
of caste-based politics. So Ihoe is smm 
hope yet. 
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Reorienting Tribal Development 

Administrative Dilemmas 

MmUi 

Rajivloclian 


Faced with an unprecedented situation, the large-scale death of tribal 
children, the Maharashtra government initiated a new set of rules for 
administrative functioning. The new rules, however, were seriously 
contested, revealing that many rules of day-to-day bureaucratic 
functioning are underpinned by a comprehensive political agenda. 


1 

THEusual way ormeeting challenges within 
the bureaucracy, it is said, is by evolving 
rules. The more copious and stringent the 
better. After all, despite the propensity of 
some to appreciate governance by whimsy, 
the fact of functioning on a large scale, 
through the agency of interchangeable 
personnel, does require the working of 
government to be rule-based. At least 
formally. Not all of these rules are coercive, 
to be used as sanctions.' Most of them are 
by way of snxmibening the execution of 
complex tasks and coordinat ing t he acti vities 
of a diverse set of individuals. However, 
there are many a slip between formulating 
rules and their actual implementation. 
Bureaucrats at the secretarial level seem to 
be involved in a constant battle for fine 
tuning them, not always successfully.* 

Rulbs, it might seem, are easy to implement 
so long as they are not badly crafted. Indian 
bureaucrats on their part seem to have a 
reputation the world over for being quite 
ade|M at crafting rules.’ Difficulty, however, 
arises in unprecedented circumstances. And 
it is then that it becomes clear that many of 
.4he rules of day-to-day functioning are 
underpinned by a comprehensive political 
agenda. Rules that violate the integrity of 
the agenda or parts thereof come across a 
variety of unforeseen problems. Then there 
is the fact that neither is the political agenda 
itself always fully articulaied nor is it 
internally coherent. Rules deriving their 
legitimacy from one part of the political 
agenda may come in conflict with those 
deriving it from another. It is ultimately the 
bureaucrats in the field who then become the 
front men, as it were, as such conflicts are 
played out and the reality is' redefined. 

As it is, even the most professionally crafted 
set of rules needs to be modified lo fit closely 
with the realities ontheground. But proUems 
also arise from a number of other points. The 
new rules might be entirely without precedent 
where they are being enforced. They may 
not fit withthe dominant bureaucratic culture. 
There could be a number of persons and 


social groups who feel threatened by the 
rules and want lo thwart theirimplcmentation. 
Or, worse, the rules might-’Uctuaily be an 
expression of intent of the powers that be 
rat her thanaguide for action. Inthe following 
essay we shall discuss some of these matters 
within the context of development 
administration in general iind the efforts of 
a provincial government to reach out the 
benefits of development to its tribal 
population. Our narrative would focus on 
interstices between the formulation and 
implementation of rules for day-to-day 
working. By its very nature the following 
narrative is highly subjective and represents 
only one point of view in the complex 
functioning of govemmcni 

U 

Over the years, however, it is possible to 
notice a kind of consensus emerge within 
the government on a few points. One 
concerned the anxiety over possible large- 
scale mortality due to scarcity of food and 
medical facilities. Perhaps the spectre of 
famines that had marked colonial rule did 
leave an imprint on the psyche. Part of the 
public memory, it seems, was the large-scale 
deaths that occurred when an indifferent 
colonial government refused to intervene 
sensitively during times of food scarcity and 
epidemics. In independent India the official 
machinery, politicians in power, anyone 
concerned with public life looked at famine 
deaths with some dread. One easy way to 
lose legitimacy in public life came to be to 
accept that one's government and 
administration could not prevent famines 
and starvation orensureeven minimal health 
facilities. Much public rhetoric about good 
government addressed the ability to cope 
with such untimely mortalities. Governments, 
even in the comparatively ill-governed 
provinces, tended to respond with some 
briskness to any news abwt such deaths - 
these latter were taken to be a major sign 
of failure of tjie government. The better 
administered provinces even went on to 
fonnulaie schemes to prevent the recurrence 


of such inddeots in the future. As we said 
earlier, the alleviati ve response was often in 
the form of newer rules. We happened to 
observe one such governmental response 
from up close. It concerned the effb^ of 
the government of Maharashtra to modify 
theexistiiigdevelopment machinery loenaute 
that tl ^ benefits of government-sponsored 
develrpment also reached the tribal people. 

Whe' happened was this.* During the 
monscon of 1993, local newspapers in 
Maharashtra reported about the drath of 
tribal children in Vidarbha region due to 
malnutrition and consequem illnesses. Little 
attention was paid to this information. 
Somehow more powerful and retourceful 
dailies like The Indian Express (Bombay) 
picked up the news in August and began 
cross checking. In the beginning the 
administnition denied the malnutritirai deaths 
altogether. Parents were blamed for not 
bringing their children lo the hospitals early 
enough during the illness. Later, it conceded 
a handful of deaths, six in one laluka, five 
in another, and so on adding up to about 160 
deaths in the entire Amravati region. This 
was approximately the figure that the 
administration had been accepting each year 
since 1989. 

As it happened, the newspapers, for once, 
decided to go beyond the information 
supplied by the district administration, 
choking out Ihc facts on the ground for 
themselves, with co-operation of local 
members of the Bharliya Jamua Party (BIP), 
the then largest opposition party in the 
legislative assembly. What they discovered 
was truly horri Tying. The administration was 
not trying to mi.slead them. It was merely 
cluele,ss. The ofticers werecocrectly repotting 
the information available officially. It was 
just that the infoftnaiion available with the 
district revenue administration and the district 
development administration was incorrect. 
It did not match even the information 
available with the district health admini¬ 
stration. That in turn was far below the 
figures available if one cared lo visit the 
villages. The district administration was 
unaware of this other information. It was left 
lo the newspapers to publish the names of 
people and villages in order to appriu the 
administration of what was happening. 

The newspapers' reconstruction of the 
tragedy blamed the government. “A tour of 
the Melghat (one of the talukas) area by this 
correspondent revealed that apathy and 
indifference on the part of the state 
government authorities was mainly 
responsible for the unusually heavy lou of 
lives” was how Subhash Kitpekar leprarted 
on the front page of The Times of India, 
(September 25, 1993), in one of the mote 
restrained assessments. 

It was said that heavy child mortality in 
hilly tribal areas had bMn common in the 



pot The aoniial itewe of hMldi ftdUtiei 
watoompoundedifadiigtheiiiaBiooittwIien 
‘ theuttMUiniemotevlIlegBiwcrecmiiidelely 
ciit-<rfr from die rest of the wofld. Abienoe 
orioed^lie«vyiiine,inoimliinrtvukttrMch 
RtMiiied in ipeie for many days at a time, 
dwindUqffandoften vanishing) fbod stocks, 
acompteteabaenceofsafesouicesordrinUiig 
mter, an added up to a dingeniiis sitiiatkHi. 
The Rfsl to succumb in these times were the 
chiidrea, usualiy those below six years of 
age and in the grade four category of 
malnutrition. A week of vomiting and 
dianhoea, and then the end.* 

When large-scale mortalides had been 
reported in 1989, the’govemment took 
ci^iance of the special problem in hilly 
tribal areas and promised to take corrective 
measures. In IMI the promise had to be 
repeated because-once again the press 
rqrarted the deaths of tribal children. 
However, it was only in 1993 that persons 
from the press, in cotlaboraiion with local 
BJP activists, decided to actually check the 
details and discovered the gravity of the 
situation as also the fact that the government 
had still done nothing, if anything, it had 
stopped the supply of a nutritious meal- 
supplement to children of the regioo just 
brfore the monsooiL The forests had bren 
(daced out of bounds for the tribals for the 
creation of the now-famous Melghat tiger 
reserve, so now they could not forage for 
food in times of need. The heavy tnonsoon, 
normal for the region, had butered the few 
badly constructed roads, and entire villages 
continued to be cut-off forthe season, making 
it difficiiil for people to access help in times 
of need. To make things worse there was 
veryHtdegavemmempreseaceinihe region. 
Gorernment employees posted there were 
often disooveted abwmt without leave. Some 
doctors, drawing salaries for being posted 
here, were discovered with a flourishing 
private practice in the district headquarters. 
In any care postiitgs in these areas were 
considered putushment poatings. As a result, 
as one officer complain^ only the bad and 
inefficient, and tlxM without a godfather in 
govemmeiit. were posted to these difiiculi 
regroas. By 1993 ^ situation was so bad 
that when the government tried to deploy 
docton to run mobile dispensaries in the 
tribal areas, five doctors approached law 
courts to complain about the unfiumeu of 
being poaied in a difficult area. 

In s^. punishing some iiwfficieiit and 
powerteu government officen by podiing 
IfaemlndilBailttribrd areas hadanu n for eaecn 
oonaequenoe: the poople ended up being 
ptmisbed. 

Vidyadhar Date pointed out the obvious 
in Ms report; **The real quasthm is why the 
adivaais have been allowed to remain 
bnckwaid. The official machinery simply 
does not reach the adivaais in this remote 


region'’ (TV Tbwr ef Mia, September 9. 
1993).TVlfeeocMcfininialer,ShandPawar, 
cameinfbrnnicfacriticismfor having visited 
the region, aa Kltpefcir reported, “only after 
much hulUbuiloo (sic) was raised in the 
media, and dui tooa momh-and-n-half after 
the first reports of deaths came in” (TV 
Timas of India, Sept em ber 23, 1993). 

Merely the tigjhtaiing of rules would not 
do any more. Soroediiiig more was needed. 
As it happened there were already over 2,000 
schemea available with the g o ve r nmeer for 
the upliftment of rural areas, though it was 
said, almost 900 of them had not been 
allocaled any funds, and there was much 
■duplication. Merely announcing a new 
ameKantivescheme would iiotdo.eqpeciaUy. 
it now soems, bocauae the govemmem also 
had a rqwtation to Hve down. Ewiier in the 
year it had been able to do little about 
communal riots all over the province, as also 
the reveagefid bomb blasts in Bombay that 
followed the riots. Yet there was the offodal 
projection of Maharashtra as a well- 
administered slate. The chief minister too 
was supposed to be one of the most efficient 
managers of govemmeot in contemporaiy 
times. 

All these factors along with the fret that 
there wm an imagiiiative secretary in charge 
of the tribal development department helped 
formulate the government’s response: a 
drauic re-oiganisatian of admioistraiive 
machinery, including the creation of a post 
with sole charge of overseeing the 
developmem of tribal areas. 

m 

The reputation of the province of 
Maharashtra for being well-administered is 
widely accepted in goveriunent circles. How 
much of it was the govenuneol's doing and 
how much the innate genius of the people 
and culture of the province is not very clw. 
What is clear, however, is that its reputatkm 
for being the most urbanist and 
industrialised, with a high degree of literacy. 
rested on the geographically small but 
economically powerful pockets of industrial 
and uifaan devdopment, largely along the 
Bombay-Tbane-Pune axis. 

At the same time, the geographically large 
tribal areas in north Maharashtra, along the 
hills that separated the Konkan from the 
ptateau, and in die jungka adjoining AmUira 
Pradesh and Madhya Pradesh, were 
characterised by life-threatening probfems. 
'The communication infrasiiuctiire in there 
ateu wu weak, governmental presence 
ephemeral, literacy rates low, modem 
industrial production scam, agricultural 
productivity poor, drinking water supply 
uncertain, health care ftcilhies indifrereiit 
and Hfe generally difficult. A large chunk 
of the tribM papulation fiom Uieae area 
wem out to work in the neighbouring 


agriculturally rich districu during the 
cropping seaioa TMs meam the menfolk, 
and often entire CnniBes, were out of their 
vUlagea for the better part of the year.* 

The availabiiity of lesouices in tenna of 
well-qualified manpower and material, 
however, meant that the government 
macMncry could move rather quiddy, given 
the requisite poiiticai will.Con re queody.by 
November 1993 the gov emmea t introduced 
a new tribal area development scheme 
meddled somewhat on a similar scheme in 
operatioo rince the 1980s in the tribal trem 
of Andhra Pradesh. Its details were laid 
down in various government lesohitioas 
(GRs) which were then circuliled to all 
depa rtm e n ts in the state and the disiricts. 
Essentially this scheme involved the 
mnoduction of a single line administmlion 
in the tribal areas as distina from theexisting 
overall adimnistrative structure wberdn 
almost autonomous departments fonctiaiied 
under the nominal leadership of the disirict 
collector. 

Eleven sensitive tribal areas within the 
province were identified. There were called 
project areas. It was deckled to post senior 
Indian Administiative Service or Indian 
Fnest Service officen there in charge of the 
already exiating Integrated Tribal 
Develo|)mem Projed (ITDP). As ptqjeol 
officen they were made independent of the 
disirict adminisiration. In other words neither 
the coUector nor the chief executive officer 
of thedilaparishad, would writetbdrannnd 
cenfidential report - a key mechanism of 
bureaucratic control. The new progect officen 
were given the charge of oveneeiag and co¬ 
ordinating the functioning of thegovemmcai 
departments within their project areas. They 
were made the head of aD the depmtBaems 
in the project area and the existing 
de pa s tm e n tal hends, localed at the disirict 
headquarters, were informed a r mr rii tt giy. 

Inter alia, the project officen were to 
ensure that the govenimeai mnrhirwiy 
provided effective succour to the people, 
that there was no workuif at cross purpoaes, 
and that the full benefits all govcniBieal 
schemes lendwdihe tribal populadoiLkwat 
expected that these offloen would germlB 
new ideas, lend ftesh vigour to a quieaoeni 
adminUtrttion, provide the govcramenl 
feedback to enable it to MieMdiae exiating 
scheme^ and also enforce the littie used 
protection of civil rights (PGR) act to 
safeguard tribals agahiit the depredatkm of 
more powerful non-tribals. TMs last would 
prove almost impostiMe to enforce, but even 
without it much couM be done. TIk project 
officen were left to discover that 

The rules had been ftamed, authority 
designated, person i id appoimed. Ensuring 
compliance of the GRs was the tricky part. 

There were aome obvious in oovario t hi 
the acheme appointiqg the p roject offioeis. 
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They were to be based in the heart of the 
tribal area, away from the district 
lieadquarters. The oflicers bad to share in 
all the (UsabiHiies of the people living in the 
area; suffer a poor communications 
infrastructure, and the scarcities of 
accommodation, health facilities, drinking 
water, electricity, fresh v^etablesand fruits, 
various consumer items, etc. Part of theirjob 
was to upgrade these facilities. Moreover, 
if an IAS ofTicer, orTicially the head of all 
the departments in the project, was willing 
to live in the area it w^d be difficult for 
officers from the other departments to 
disappear without leave. Much of what was 
expected was differait from the established 
pattern of adminittration in the province. 

Difficulties did crop up almost immediately 
that the project officm took charge, for the 
whole framework violated the established 
bureaucratic culture. The first major departure 
was that the project officers were located in 
the tribal develcimv'nt department. This was 
one of the younger departments in the 
province, having comeinioexistencein 1972. 
At the field level its personnel had a reputation 
for inefficiency and absence of initiative. At 
the same time it had access to a considerable 
body of funds, not always stringetly audited. 
There was widespread suspicion that 
employees of the d^rtment occasionally 
dipped their hands in the official till. What 
is tnbre important, the department had never 
been the seat of local bureaucratic power.’ 
That privilege was customarily reserved for 
tbeolderdepartments like the revenue, police 
aitd forest. Moreover, a new authority which 
would exercise the functions of the collectors, 
but not be answerable to them, required ihai 
those manning the post be at least of the same 
seniority as the collector. 

Three women and four men were 
appointed. The men from the IAS would 
soon request a posting out on the plea of 
personal inconvenience. The remaining 
project officers fn>m thelAS were those who 
had just completed their first year of active 
service as sub-divisional magistrates. Little 
did those who remained know of the 
complexities of development administration, 
less of the making and enforcement of the 
rulesof bureaucratic functioning, and almost 
nothing about the subterranean infighting 
thtf goes on within the govemmeitl. Most 
believed, as they had been taught at the 
academy,* that rules once made got automatic 
compliance; anything else would attract 
sanctions from the higher authorities. They 
would soon learn better.* 

The collector, as the head of the revenue 
department in the district, was the traditional 
leader of all departments there.** S/he 
represented, as it w«e, the govern m e n t at 
the district level. Aiqr governmett tadc that 
did not coooam^ r grattariar'dapartmeot 
was nctrtnaHyiaij|f||iite 


and their ‘talathisTpatwaris’ (village level 
officials), in addition to thdr Iranditional 
duty of maintaining village level land records, 
collectingievenue andconductingelections. 
So much so that the talathis were even 
required at one time to supervise the 
extermination of poisonous snakes in villages 
as a health measure. In addition, the col lector 
normally supervised the implementation by 
other departments of important 
developmental programmes such as the 
omnibus 20-point programme, the drinking 
water supply schemes and watershed 
development, extension of credit to the rural 
poor through various schemes, the total 
literacy programme, etc. All this the project 
officer was now supposed to do within the 
project area. The project area itself continued 
to be a part of the district. 

The creation of a new authority bypassing 
all the old ones in contravention of existing 
precedent would rai.<ie many more hackles 
against the project officers than had been 
anticipated. Bureaucratic traditionsdie hard. 
The collectors resented the authority of the 
project officers for obvious reasons. But so 
did all other departments. Not many 
appreciated being asked to report to young 
officers, even if they were from the IAS. 

The first set of departments to begin to 
appreciate the good that the project officers 
might do were those, like the health 
department, where the senior functioruiries. 
in this case doctors, did not impose their 
hierarchical superiority on their juniors all 
the time. Moreover, in the hospitals and 
dispensaries the project officer could sort 
out some long-standing problems im¬ 
mediately. The quick procurement of new 
ambulances, additional staff, creation of new 
operation theatres, all of which the doctors 
hsai been demanding for ages made them sec 
the advantage of having the project officer 
at hand. Over the months, other departments 
too began to appreciate the constructive role 
that the project officer might play both in 
procuring than additional facilities for work 
and in providing additional opportunities to 
do w(^ which might bring them local 
recognition. Very few officers, we dis¬ 
covered, could resist a word of praise when 
it came from the local newspapers. 

However, the revenue machinery decided 
that, GR or no GR, they would not change 
their way of functioning. Some project 
ofllcen. reluctant to annoy a senior who 
might well be their immediate boss oiie4ay, 
were none too eager to insist on the sanctity 
of the GRs. Others, more brash, brought 
matters to a head. 

The entire conflict crystallised over one 
issue - the writing of thearmualconfirtential 
report (ACR), the most visible symbol of 
authority in the bureaucracy. The new rules 
said that the project offioets would write the 
ACRi of all other government officers 


working in their jurisdiction. These annual 
reports, duly sent by some project ofRoen, 
weresccepted by most departing but were 
uniformly either rejected or suppressed by 
the collectorates. The collectors, all senior 
IAS officers, were in no mood lo accqtl the 
new rules, especially since it was nowhere 
said that the collector’s responsibility was 
at an end so far as the project area was 
concerned. In fact, in routine administration 
and even in handling sensitive matters like 
untimely mortalities in tribal areas, the basic 
responsibility continued lo be that of the 
collector rather than the project officer. All 
queries about the tribal situation from the 
govenunent continued to be addressed to 11 ic 
collectorates or routed through thtA office 
and not the project office. This basic anomaly 
was never sorted out. 

The secretariat, caught up in its own internal 
tussles, was loath to intervene and clarify 
the conlentkxis issue of the ACR. But the 
matter could not be postponed for too long. 
The revenue departmcnl was forced to 
concede the existence of the new rules and 
to accept ACRs written by the project officers. 
In return, however, they demaiided for the 
collectors the authority Co write the ACRs 
of the project officers, a move that would 
effectively neutralise the independence of 
the office, the key to the new experiment. 
The project office would then besrome ya 
another extension of the collcctorate. 

Feeling helpless in the face of opposition 
from the much more senior officers of the 
revenue department, the tribal development 
department conceded the demand in principle. 
But before this concession could lead to 
modified rules and a new GR, nature 
intervened in an unexpected fashion. This 
time it was the rapid spread of death causing 
malaria in tribal areas during the summer of 
199S. Four children died in Dhulia district. 
The situation was graver than normal since 
the deaths had occurred in the constituency 
of Ihe minister in-charge of tribal welfare. 

Meanwhile, there had been elections early 
in I99S, and a change in the party running 
the government. The BJP and the Sljiv Sena 
coalition took over from the Indian l^tional 
Congress. Those who, when in the exposition 
had first highlighted the child deaths in 1993 
had no w come to power. The erst while nili ng 
party now in the opposition, which had been 
much reviled for bdng insensitive to matten 
tribal, saw an opportunity to turn the political 
tables. Local newspapers played it up as 
malnutrition deaths arid pul the figure at 27. 
However, the then coilerrior, S J Kunic (1983 
batch), a rather dynamic young man, 
established firmly that the administratian, 
and not the newspapers or polilical parties, 
was better informed and in control of the 
silttotioa Not much given lo respecting 
departmental sensibilities, he intervened 
effectively by using the macUnety of the 



local project ofRce. The project officer, it 
wa$ aow conceded Mmewhat grudgingly, 
did play an impoftant role in reaching (he 
government to tribal areas. They were then 
allowed to function independently of the 
revenue dqMitment. for the moment at least. 
The OR Mnging than undo* the official 
control of the collector was not issued. 

By now the term of many of the first set 
of project ofTicen was coming to an end. 
Wiser about the complexities of making and 
executing rules concerning the day-to-day 
functioning within the administration, they 
handed over charge to another set of fresh 
facedy oungsters. The government had agaI n 
not sent senior IAS officers to tribal areas. 

IV 

Rules for the day-to-day functioning of 
the government, in themselves, are lifeless. 
At best they can specify who has to do what, 
how. when and where. But the desire to 
make that happen has to come from public 
life. Like much else in society, the act of 
bringing rules to life gets refracted through 
a variety of factors: power, culture, local 
tradition, etc. 

Our narrative concerned itself with a 
number of strands in the functioning of 
the governmem, creation of new niles and 
their imptementation. Faced with an un¬ 
precedented situation, the large-scale deaths 
of tribal children, the administration 
attempted to soft .out what it perceived to 
be the root cause of the problem, the 
undeveloped stale of tribal areas. Of the 
various initiatives taken in this direction by 
the government of Maharashtra, onecreative 
response concerned the realignment of the 
existing administrative machinery. That in 
mm resulted in the creation of a new set of 
rules for administrative functioning. The 
impetus to do so came from a moral per¬ 
spective that had informed (he running of 
the government, namely, it being in-charge 
of the welfare of the people. The new rules, 
however, were seriously contested. The 
grounds for conlesimions were many, inter¬ 
departmental powerstruggleandthe violiaion 
of elements of existing bureaucratic culture 
being some of them. 

It would be easy to conclude from this that 
the life of power on the ground akme was 
nesponsible for the specific directions in 
wl^h rules were being forced. One would 
then have to specify the nature of this power, 
what was this power? That of bureaucratic 
tradition? Or that of the moral responsibility 
that the government seemed to have taken 
for looking after the welfare of the people? 
Orthai ofa penonal commilment, perhaps 
based on private conscience, by individuals? 
A full answer Is not pouiMe as yet. 

One thing, however, it clear that the 
situation on the ground, implying the 
government’s commitinemtotriiNd welftae. 


had ultimately decided which rules would 
rule. Later, during the monsoon of 1993, 
when the tribal development department too 
would be found wanting in its job, the 
government would once again try to 
reformulate the nilet. But that is a matter 
for another discussion. 

Notes 

[Salish Srirerwol provided the opportunity to 
think about this issue. The weekly Kminor at the 
Depanment of Sociology. Punjab University, 
Chuidigaih, graciously provided feedback at its 
meeting on Septemb^ II, 19%, as did the 
participants of the in-service training programme 
for IAS officers, at the Lot Baha^r Shastri 
National Academy of Administration, Mussorie 
in Fcbruaty-March 1997. Special thanks are doe 
to Kavila Soni for her help in cross-checking 
much of the information. The usual disclaiineis 
apply. The ideas expressed here do not necessarily 
represent the views of the aulhon' respective 
ofgoDisalioiw.] 

1 Though some critics hold otherwise. See for 
example Mehta (1989) who argues, on the 
basis of his study of the management cuflnte 
in the IAS in the northern states, that (he IAS 
has resorted to ‘'administration by fear and 
awe", and that while its members paid lip- 
service to people's participation, in fact they 
were highly scepritnd of it and showed a 
dislike and mistrust of politkiant and trwk 
unions (p 156) Mehta’s observations seem 
rather too brood to comprehend the diversity 
in the social and ideological make-up of the 
bureaucracy or the serious debates within 
government concerning management by 
generalists vi management by technical 
specialists or the curious lehuionship that 
buieauctats seem to have with politicians. 

2 The making ofrules, implementing them and 
trying to son out their internal contradictions 
seems to have been on obsession with 
buieaucrals of on earlier generation. Few tried 
to tockk the deeper reasons underlying these 
contradicliofis though most were aware of the 
intensely symbiotic relationship that their 
activities had with those of thrir poliiical 
masters. For example see the many 
autobiographical natralives written by 
successful bureaucrats. Benjamin (l%l). 
Bonaqee (1970). Mangat itai(l973XNorunha 
(1976). Paiuobi (1965). For a drastic chanpc 
in how buiraucnts today view their |i>h see 
the somewhat cocky destripiinn h> Alidums 
(1996). 


3 For a aomewlial informal desciipriaa of the 
ptticess by an insider see Kaw (1993). 

4 The lecontinictioa here is baaed subatantially 
on the reports by S Bane, V Dote and S 
Kirpekar published during Aagusi and 
September 1993 in the newspapers The 
Mum Express (Bombay) and The Times uf 
Mia (Bombay) os also the cotrespon- 
deats' reports in the Marathi daily Lejanat 
(Nagpur). 

5 Natfitiontls(atus, at the time, was judged on 
the basts of an age to weight ratio. 
UiuKraitvely, an IS-moiilh old diiid in the 
grade four nutritional level weighed five and 
a half kilos while a child from the grade one 
nutritional level weighed nine kilM. 

6 SimilarpttibiemswereqnileconiinontnRuuiy 
other areas within the stale. However, for the 
present our focus is the tribal areas. 

7 It is entirely possible that the stale of the tribal 
deveiopinefit depoitinem was a reflection of 
the political and social importance of tribal 
groups within the overall society, and the 
intefcst that the government look in their 
welfare. 

8 The Lai Bahachir Shastri Nathnal Academy 
of Administratioo. Mussoorie (UP) where 
IAS officers get their pre-inductioa trasning. 

9 The project officers from the Indiaii Forest 
Service would face a much more complex set 
of probicnis: many of (hem relating to their 
cadre. 

10 For a description of the collector and the 
conflicts generated with other d ep ai tm ei m in 
recent times sec the study by Chanirvedi 
(1988). 
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Jagannath and Alekh 

A Study in Juxtaposition 

Snbhakanta Bchera 


It is commonly perceived that the Mahima Dharma constituted a 
critique of the Jagarmath cult in Orissa. But neither the theological 
belitfs of the MaMmapanthis nor the poetic output of Bhima Bhoi 
vindicate this notion. What the Mahinutpanthis stood against was the 
increasing ritual orthodoxy in the worship of Jagannath and desired 
to purge his worship of it. 


LORD JAGANNATH'S telationship with 
Orissa and Oriya can be traced back to the 
p(e>histaric tinne when this land was i nhabited 
by the non-Aryans. The land was known H 
thatthneas'Brttyabhumi’.thelandofAntfyias 
' - tribals and non-Aryans. Over the long 
historical period, this relationship was 
increasingly strengthened, and ullimalely, it 
became symbiotic. Lord Jagannath became 
the dominating influence over the socio- 
religiaiis and cultural life of Oriyas. As a 
result, the Jagannath cult came to provide 
the rdigious boundary to Oriyas. 

The overwheltiiing Jagannath-centric 
identity of Oriyas is not withotd its theological 
oppositioo and critique. But this challenge 
was essentially autoduhoaous, arising out 
of the Hindu tradition in the 19th century 
Orissa. Populariy known asMahinu (Alekh) 
Dharma, it is believed to have been directed 
against the Jagannath cult, and its theological 
discourse constituted a critique of the 
Jagaimath-oentrisffl of the Oriya religious 
world. Thus, inside Orissa itself, the 
. Jagannath cult came to be seen as the‘Other’, 
and was pre mi sed on oppositional telations 
with the newly-grown indigenous faith, 
MaWma Dharma. An examination of the 
Mahima Dharma’s relation with the 
Jagsoodth cuh is meaningful, in the context 
of our study of the Jagannath-hased religious 
identity of Oriyas. 

The founder of the Mahima Dharma was 
originally known as Mukunda Das. who was 
a Vaishiuvite, and had lived in Puri for a 
long time. For some years, he came to live 
on the Kapilas mountain in the IHienkanal 
district from where he started preaching hit 
new doctrines. In the Mahima Dharma 
tradition, its founder was attributed with 
divine and suponatural powers. Mukunda 
Das was known as Mahima Gosvami who 
was no human-being, but rather one not bom 
out of mother's womb (ayonisambbuta), a 
pure incarnation of the Mahima (radiance, 
gloiy). He was also known as Alekh Svami, 
meaning the Lord whose attributes cannot 
be described in writing. It is said that Mahima 
Gosvami believed in the existence of Hindu 
gods and goddesses who were supposed to 
be under his command and bound to obey 
whatever he wished them to do.' 

But the most impoftam tradition attached 
to Mahima (Sosvami’s life is that the God 


Jagannath himself was the flist to know the 
advent of Mahima Gosvami, and hence, he 
left the Puri temple to beimme bis first 
disciple. As soon as Lord Jagaiuiath was 
converted by Mahima Gosvami, all his sins 
as an incamator (owitan) were eliminated, 
and he was baptised as Govinda Baba. This 
is how Lord Jagmmath was a bsorbed into 
the Mahima tradition. 

Mahima Gosvami preached his teachings 
in the former feudatory states of Orissa lite 
Tigeria, Angul, Dhenkanal, Baudh, 
Raitokhol, Soneper and Banld, and gathered 
a fast growing number of disciples around 
him. He also set up a number of mathas and 
tungis, the places of worship and 
congregation. But hit foliowen mostly 
consisted of ignotam and illiterate people of 
the lower dasscs of the Hinchi community 
who were induced to adopt the new religion 
by hopes of enjoyment if they followed, and 
threats of perdition if they did not follow 
its precepts.’ However, the most important 
and prominent follower of the Alekh 
Dharma was the great Oriya poet Bhima 
Bhoi (1835-95), who also pc^larised the 
teachings of Mahima Gosvami and tenets of 
the Alekh Dharma. Like Mahima Gosvami, 
his life has also been attributed with some 
miracles, whiefa are also mentioned in his 
writings. One such miracle again relates to 
Lord Jagannath. The born-bUnd Bhima Bhoi 
met Mahima Gosvami and Lord Jagannath 
(already a disciple of Gosvami) in a vision, 
and th^ resto^ his eyesight But being 
averse to see bad things in the world, he 
requested the visitors to take away his 
eyesight and instead, bestow on him the 
ptophrtic and poetic gift so that he could 
preach the Alekh Dluvmx’ 

Thus, in the Mduma Uiarma nadition, 
one finds a ddiberate attempt to associate 
Lord Jagannath not only widi its founder, 
Mahima Gosvami but also with its most 
famous exponeiU and intellectual p receftor, 
Bhima Bhoi. ’Dus association really speaks 
contrary to Ihegeneral belief that the Maldma 
Dharmaitanti-Jagannath.Itstcnetsandprac-. 
rices, and its position vJr-n-Wr the Jegamath 
cult may be examined here to determine the 
nature of iu relation with Lord Jagmnath. 

The Mahima Dharma believes in one 
Supreme Being or Parama Brahma, who is 
called Alekh (wboUindescribafaleinwriting) 


or Mahima (glory , radiaDce) . This Supreme 
Being, like far flieftuifhasalrliaooneqption, 
to ideatified with Shietya (edipliiMts) which 
Is beyond sU sod 

The Shunya Parama Brriiraa is chataciettoed 
by nirgtma (withoal attributes), nirakan 
(formless), unadi (eternal), and nirauim 
(pure or without spot). The Pandnsakha 
poets in the medicwal age, had abeady 
conferred these attributesooLoidJagannath 
in their invoGatwalfLonUaganoathtothe 
ultimate in the Panchasakhas’ theological 
conception, for the Mahimapanthis 
(followets of Alekh Dharma), the Supreme 
Being, Aiekh with all thesrtribute s mentioned 
above, is the ultimale. 

In the writings of Bhima Bhoi, the 
intellectual preceptoroftheMahiinBDhatma, 
the Panchmakha tradition was maintmned 
though the Jagannath-baaed tradition was 
critictoed. But it does not constitute any 
denouncement or thetriogicai opposition to 
the Jagannath cult Take teexanqge, Bhima 
Bhoi's Shmlinaedha Gita where the poet 
has rauedsomedoubts about theooavenliMtal 
wisdom r^ardingLordJagannath. Attacking 
the rituals of the Jagannath cult he advises 
not to follow externalities of religion, but 
to worship its essence. Bhima Bhoi does not 
believe that Lord Ji^nath resides in the 
Puri temple, otherwise there would not be 
violence, inequality and hatred.^ Moreover, 
if he is really Jagannath - the lord of the 
universe - he should not have stayed in one 
placeonly.and should have madeeverybody 
eqiial,but unfortunately his glory is confined 
to five 'kos* (a distance measutemeia unit) 
of Puri only (.Bhima Bhoi Gnmthavali 
(BBC), p 9). So there is no justificarioa in 
his name‘Jagannath’.On theoontnty, Bhima 
Bhoi finds that Lord Jagannath resides in 
eveiy human being, and therefore, it is uselest 
to worship his wwiden image, (BBG, p 10). 
Maintaining the PanchasaUa tradition 
of Pinda-Brahamanda (macrocosm-in- 
mktocosm) theory, he identifies every 
iodivkhial with LordJagannnth, and reminds 
him of his unlinrited potentials. In his words: 

Jagannath is there in this body. 

But man is wors h i pi ng His image in vain. 

Image to just dried vraod. 

How can k lake someone to Heaven? 

Without tect^pitoing image in own body, 

Man runs after frisky. 

O’man, you are yourself Jagannath. 

Your potentials are unlimited for you (BBG, 

pp 10-11). 

It is strange that though in Shnttinisedha 
Ctoo BMma Bhcri denies tbeexisteneeof Lord 
Jagannath in the Puri temple, in SOiri CAmio- 
mani, he accepts the scripliud proof of his 
extotenceinNilachala-Pnri. In tbeSih chapter 
of Stuti Chintamani, be cetobraies Lord 
Jagannari) of Puri, and says that hit beauty is 
notcompanbleeventobrighlnenofniillloiii 
of tuns put together (BBG. pp 647-48). He 
even justifies tUfrerem synMymt of Lord 
JaganiMtb like Madsnamohsn, Gfaklnri, 
Bcnuflisr, Chekadola. Banamaii.etc, and 
cxplsiiiithr!irtignlficmict(BBO.|)p647-48). 



Bhtm Blnl hat nowtMfe denouBoed and 
oppoied tfas exigence of Loid Ji^miatfa. In 
al^lKwmAMrMia&Mttaiiai hedeacribot 
the MaUma Dharma tradiiion at to how 
Lofd Jagannath hlmtdf left the Puri temple, 
met Mahima Ootvami. received the 
bwwledge of brahma and bhafcriyoga, and 
how all Mt tint of becoming an incamator 
of lOfacatnatioBt were w ath ed away (BBO. 
pp 35-lM). BUma Bboi imaginet Lord 
lagannath at 'human Viihnu’ (Mtoaba 
Viihmi) whoae tint of an incarnation were 
burnt by Brahma, Anadi-AkUi (BBG. p 39). 

At we have already ahown,inthe theology 
of the Mahima Dharma, the tupreme and the 
lughett bring it known at Alekh or Paiam 
Brahma. In tMt imagination. Lord Jagannath 
it made tufaaidiaiy to Alekh. Thit it evident 
in Bhima Bhoi't Nirbeda Sadhema where 
Lord Jagannalh it taid to have left hit abode 
at the Puri temple, and followed Alekh day 
and night (BBC, pp 36>37). In 5!kniliniM<fta 
Gilo alto. Alekh it taid to have created Lord 
Ji^annath at a human incarnation (BBG, 
p 27). Thus, Lord Jagannath it assigned a 
lowly position vis-a-vis Aldcha, but he it 
neither denounced nor hitexistence doubted. 

Etchmann, by drawing tome parallels 
between the Mahima Dhamw and lagannath 
cult, has tried to show similarity between the 
two.’ But one may prove further that the 
Mahima Dharma was not really an anti- 
Jagannath movement at generally 
misconceived by some scholars and 
commentators. We have already teen that in 
the Mahima Dharma tradition and theology 
at well. Lord Jagannath hat been frequently 
invoked. Though in iti tradiiion, Lord 
Jagannalh occupies a subsidiary position, 
Bhima Bboi idmtifies him with die Alekh 
Supreme Being when he says in 
Shnitinisedha Gila that Lord Jagannath 
residet in every human being. Apparently, 
whatever anti-Jagaimath tirades ate there in 
the Mahima Dhwma tradition or in Bhima 
Bhoi’s writings, are a critique of the 
orthodoxy of the Jagannath cult. From this 
penpeedve, one may analyse the much- 
puUicited incident of March 1881 when 
tome Mahimapanthit forcibly entered the 
Puri tem(de to drag out the idols of the 
Jagwinath triad for dettmaion. 

According to the report, a group of 12 men 
and three women who were Bhima Bhoi’t 
devotees, forcibly eittered the temple with 
the obiect of burning the Jagannath triad. 
Theywerealinottinaitaleofniidity.thouting 
‘alekh’, ‘alekh’.*They wereinduc^tocome 
to Puri to bum the Idtdt at the instigation 
of one of their co-religionitu, Daitatam, 
who had been commanded by Alekh Svami 
to destroy the idols. ’The intruden could 
come up to the great hall of the temple in 
front of the thrine, but finding die door 
criled JaiviJay shut, they rushed riiout like 
mad people, trying to find an entrance to the 
thrine in tome o^ direction.’ ’They were 
retitied by the temple priests nd pilgrims, 
la the ensuing ttiiiggie, Datbamm, their 
leader fell on the stone pavement, and being 


trampled, he died.' The othen were toon 
atre^ by the poUce. 

’Though the MahimapanihU' attenqit to 
bum the idols of the triad was pre-empted, 
thit incaderU came to be teen at a direct 
onslaught on the well*ettaMished tradition 
of tie Jagannalh cult The MaMmapantM 
intnideis came to bum the idols becauae they 
got the oommand of Alekh Svand that tmoe 
there was no‘brahma’in the Jagannath triad, 
it was utelett to retain the kMt in the temple 
(UOal Detpika. Cuttack, Mwch 26.1881). 
TMtto^alledcominand was, in reality, sym¬ 
bolic of the recognilioo of the extreme ortho- 
doxy ofthei wti i u ti on of Jagtrauih involving 
too many riturit and externalities in the late 
I9th century. Perhaps, the Mahima-panihis. 
being votary of an attribiMeless Supreme 
Being, could not withstand this orthodoxy, 
and wanted to purge Lord Jagannath of it. 

Taking into account this unfortunate 
incident in thelhiri temple, the comempotaiy 
British government rqrorts dubb^ the 
Mahimapanthis as Hindu ‘dissenters', 
‘fanatics’snd‘tioien'.Butgiventheieri state 
of affairs and the theological understanding 
of Bhima Bhoi, it it really difficult to go 
along with tMtaort ofunriiaritable comments. 
The intruders also formed the part of a 
Mahimapanthi group whkh had developed 
around Bhima Bhoi at KhaNapala in Sotie^. 
We have already shown Bhima Bboi’s 
altitude towards Lord Jagannath as found in 
hit writings. On its basis, it is difficult to 
accept that the group attached to him could 
have conducted a ‘raid' on the Puri temple 
to 'bum' the images. Moreover, according 
to the Alekh Dharma tradition. Lord 
Jagannalh had already left his dwelling at 
Puri as soon as he became a disciple of 
Mahima Svami. So it is not understandable 
what purpose would have been served for 
Mahimapimthisbybumingtheimageof Lord 
Jagannath when Ms 'essence' has already 
left the wooden body. On the contrary, it is 
more sensible to des^be the whole incident 
as an emotional outburst of the Mahima- 
panthis against the externalities and rinials 
of Lord Jagannath. It was not a 'raid' nor an 
attempt to 'bum' in literal sense of the terms; 
rather it was a symbolic act of destroying 
the orthodoxy, ^ pride and hauteur that 
had already crept into the Jagaiuiaih cult. 

Chittaranjan Das, a scholar on the Mahima 
Dharma. argues that Mahima Dharma has 
begun in Orissa with the uprooting of the 
Jagannath cult.’ He also sees a lot of 
possibilities and prospects in the Mahima 
Dharma, and declines that liberalism was ite 
essence. It is truetlutthisindigenousiriigious 
movement has some liberal principles like 
anii-caMrism, common feast, etc, but it is 
not understood how Das reached the 
coochttioa that the Jagannath cult has been 
uprooted in Orissa. Perhaps, he it not aware 
that initial sucqeu of the Mahima Dharma 
in the aecond half of the I9ih century was 
at least parity doe to the introduction of the 
Jagaimrii ettit In tire fornrer feudatory states 
of OriiM during that period. The Mahima 


Dharma cam e to r^ard haelf as the final 
stage and the true resumption of Jagnnath 
worship, thereby admitting everyone, even 
the lowreiectiant that were no longer allowed 
at this tinre within the orthodox Jagannath 
culL'*nitlheniiofc. at theevidence suggests, 
the Matnroa Dharma is also not a counter 
or alternative movement to the Jagarmath 
worship. As it brought Lord Jagannath 
himsdf to its fold, and re-admitted some 
original essentia] elements of the Jagannalh 
cult likeequality. common feast, etc. it tnight 
be described more appropriately as a 
'successor’ movement to the Jagannath cult 
Our attempt to locate the Mthi ma Dhanna 
within the broad spectrum of the Jagannath 
cult is also partly prompted by the new 
orientation, renderedby Visvanaih Babaffitst 
hal f of 20th century), to the Mahima DhaniHL 
He not only systematised its teachingi by 
any of San^tisation. but also remodelled 
them yis-o-vif older Hindu texts. Take for 
example, his Salya Mahima Dharma 
Praitpodoka (first published in 1931), where 
he makes frequent references to the BAagovor 
Gita, the Bhagavata Punma, the Skaitda 
Purma,thc VisAmi/hinuo.theUpanishada, 
and even to the Sanskrit texts of the Vedama 
school." While substantiating the Mahima 
Dhanna from the Sanskrit texts, Visvanaih 
Baba has not dissociated it from the 
Pancliasakha philosophy and traditioiL The 
Jagannath cult, as a regiona] variant of 
Vaishnavism, has also been fed on these 
texts and tradWons. So at a theoretical level, 
it is not logical to pose the Mahima Dharma 
in contradiction to the Jagannath cult when 
both of them draw on the same sources for 
their legitimacy. 

The overriding presence of the Jagannadi 
cult with its long, well-entrenched histoiy 
in Orissa, has directly or indirectly, 
contributed to the nurture of even its critict 
like Mahima Dharma. So it is difftcuk to Rod 
any indigenous opposition or proteri in 
Orissa, which is beyond the sp^ of the 
Jagannath cult. 

Notes 

1 Pmetedingstf the Asiatic Society of Bengal- 
im. Colciitta. 1882. pp 4-S. 

2 Ibid, p 4. 

3 A Bschmann, ‘Mahima Dhanna: An 
AutociMhonoos Hinda Reform Movemett'ia 
Etchmann, Kulke, Tripadu (edi). The Call 
of JagamuLth and the Kegiimid Tradiltan 
i^Orisia. New DeUit. 1978. p 382. 

4 Bhima Bhoi Cnmihavali. [BBC henceftanh], 
Cuoack, 1971, pp 8-9. 

5 For details tee A Bschmann, op cil. 
pp 387-89. 

6 Resolation no 4209J (ivdicial), dated 
Calcutta. October 21. list. JTC (Part VI. 
1880.B4). 

7 Ibid. 

8 IMd. 

9 For Ms argufflencs, see, Cbinaranjan Dis. 
Odisara Mahima Dharma. ShanUaikrtia. 
I9S2. 

to A Bschmann. op cit. pp 387-88. 

II See Visvanath Baba. Saiya MaMma Dha r ma 
Pratipadaha (4(h edn). Bh u han es w a i . 1971. 


Betumnie and Puitticid Weekly August 16-23, 1997 


2097 



Aftermath of Supreme Court Order 

Workers Hounded Out of the City 


The follow-up survey to the Supreme Court order to relocate polluting 
industries of Delhi shows that while the owners of capital have taken 
every advantage of the loopholes inherent in the order, workers are 
simmering with anger at the neglect and denial of their rightful dues. 


ON July 8, 1996, a Supreme Court order 
directed the lelocation/closure of 168 
raaories/industries in consonance with the 
provisions of the Delhi Master Plan according 
to which, industries categorised as ‘H’ (i c, 
'noxious and hazardous') were to be 
relocated. In this, the first phase of a long- 
lerm exercise in which 39,000 units will be 
shifted out of Delhi, no less than 50,000 
woricers have lost their jobs and have been 
dislocated with their families, many from 
homes they have lived in for decades. Some 
7,00,000 more are 'involved' according to 
the union urban affairs minister’s statement 
in the Lok Sabha on December 10, 19%. 

The Supreme Court order has posed the 
issueof environment as if it is in contradiction 
to workers’ rights (see earlier report 'The 
Order that Felled a City’, £PW. July 12, 
1997). Since then the Supreme Court has 
consistently refused to entettain any review 
petition. In one instance of non-payment of 
compensation by the terms of the order, (and 
thereftxe tantamount to contempt of court), 
the judges directed the workers of S watantra 
Bharat Mills to approach the Labour 
Commissioner regarding compensation 
(Review Petitionof Delhi (jovernment, April 
20,1997). A survey was undertaken by the 
Delhi Janwadi Adhikar Manch' to find out 
whether or not compensation was being 
given; if the industries arc relocating or 
closing; and what has been the reaction of 
the state and central governments to such a 
major social calamity in the making. 

The Survey 

Of the 168 industries closed down in the 
first phase, the survey included I(X) units. 
Workers of the 20 stone-crushing units at 
Rajokri, closed in 1992, remain untraceable; 
information pertaining to the 11 leather 
tanneries at K^opurcould not be translated 
into figures. In the case of another nine 
factories, the team was prevented from 
conducting the survey by security guards 
and owners.ThU report includes information 
from the remaining 61 units. 

Campensatian: The May 10, 1996 order 
of the Supreme Court had al lowed the ownen 
of capital to collect large sums of money on 
the land they had been given at subsidised 
prices, by sdling it at current comroercial 
rates. AtWtionally, the burden on the owners 


to pay the cornpensmion was not onerous 
and represented only a fraction of their 
estimated collection. Given that compliance 
with statutory minimum wages (unskilled: 
Rs 1,784, semi-skilled: Rs 1,950 and 
skilled; Rs 2,208) is itself a rarity, the order 
has only served to further disadvantage the 
workers. 

Moreover, the reference in the Supreme 
Court's orders to section 2SF of the Industrial 
Disputes Act (i e, “conditions precedent to 
retrenchment of workmen") meant that a 
large section of the workers employed year 
aftcrycaras 'badli' or casual workers, entitled 
to ESI and other benefits were denied 
compensation. As is well known, the 
proportion of those on the muster rolls of 
the factories to those who are not, is al least 
60:40. In other wrds, nearly 20,000 workers 
cannot even claim compensation. Our 
survey in fact indicates that even aftcrdccades 
in service, up to 80 per cent of workers are 
non-permanent. Of this figure, how many 
ore contract, casual or simply absent from 
the muster rolls is impossible to say, since 
the muster roll is under the sole and total 
control of the owners and there is no public 
access to it. 

Of those entitled to compensation under 
section 25 F of the Industrial Disputes Act 
(read together with section 25 B which 
defines “continuous service”), our survey 
shows that compensation has not been paid 
to any worker although more than one year 
has passed since the order was issued on 
July 8,19%, and seven months since the 168 
units ceased production in November 30, 
1996. This is in total disregard of the order 
of the Supreme Court dated December 4, 
19%, which fixed April 30, 1997 as the 
deadline by which compensation had to be 
paid. The only exception to this is Ayodhya 
Textile Mills which is a public sector con¬ 
cern. It declared closure and gave six years’ 
compensation as per the Supreme Court 
orders, in mid-June. * 

Significantly, compliaitce with section 25 
F requires that the compensation is given to 
the worker the moment he/sbe is retrenched 
and not at some later liate. Obviously there 
it a case ft>r grots violation of the provisions 
under this sectirm. Further, section 33 C 
which governs recovery of money from the 
employer provides for a special machinery 


for enforcement of iMt right. Sutpriiiiigly 
evendiishas not been invoked Once woiken 
give an application under section 33 C(l) 
to the appropriate government for the 
recovery, and the govenmient is satisfied 
that such is the case, then it rwi drder the 
collector to recover the amount in the "ime 
manner as an atTearoflandrevemie".lf there 
is any dispute about the amount due then 
under section 33 C(2) the labour court can 
settle the matter. 

During the course of these seven months, 
innumerable memorandums have been 
submitted to the sute as well as central 
governments requesting them to intervene 
in the matter. Delhi Janwadi Adhikar Manch 
(DJAM) has itself presented several 
memorandums to the central govenunem 
through the union ministry of labour as 
well as to the prime minister pertotully; 
and to the Lt Governor of Delhi. We had 
asked them to either move the court for 
contempt of court proceeding or to overrule 
the judicial ordcrsthroughalegislation. 'They 
have refused to intervene on behalf of the 
workers. 

Inthc meanwhile, the government of Delhi 
through a gazette notification on May 20. 

1997, asked the workers of DCM Silk Mills, 
Birla Textile Mills and Swatantra Bharat 
Mills to collect their compensation on 
condition that they sign away any further 
claim. Since the amount being offered is in 
dispute, those whoaccepttheienns jeopardise 
any chance of getting what is their due. 
However, i f they refuse to accept the amount 
being offered what awaits them is a protrac¬ 
ted court battle. The struggle is toween 
unequals and the workers are doubly 
disadvantaged; all their rights are breached 
with impunity and where they are partially 
upheld, enforcement through the la^r and 
civil courts is a costly and long drawn out 
affair. 

Pretence of relocation: The question of 
amount of compensation is also linked to the 
issue of whether the unit is reloctting or 
closing, in the case of relocation, the com¬ 
pensation is to be the payment of one year’s 
salary and an additional year’s salary as 
‘shifting bonus’. Where it is closure, owners 
have to pay six years wages as compensation. 

To begin with, the Supreme Court order 
does not specify what ‘relocation’ is, and 
provides for owners to make fresh applica¬ 
tions for loans. As a result, several small 
units and al least one big unit (K L Rathi 
Steel) have informed their workers that they 
are closing, but have in fact relocated or 
resumed production under another name. 
Most owners play on the ignorance of their 
workers and simply inform them that the 
factory is closing, with no reference to the 
Supreme Court order at all, thus avoiding 
all their obligations and the very question 
of compensation. 




Our lupwy ihowi dul In • nmiber of 
case*, the uiriu have made no move to 
communicate their dediion to the woiken. 
In cam where the deciiion to relocate has 
been taken and communicaled (31 out of 
100 units surveyed) there is little to indicate 
that the owners are sincere about relocation. 

Both G D Rathi Steels and Nova Steds 
had dedated closure of their factories after 
the July order. When the amended order 
came on December 4. 1997, raising the 
amount.of compensation in case of closure, 
these factories immediately announced 
plans of relocation to Raipur and Bilaspur 
in Madhya Pradesh, respectively. 

For Birla Textile Mills, which had already 
reduced its workforce from 8,(X)0 to 2,500 
in the last few years, and was unable to shut 
down entirely, the Supreme Court order 
paved the way for an official closure. Later, 
when the amended order came, a relocation 
project at Baddi in Himachal Pradesh was 
announced overnight to escape the burden 
of compensation for six years. However, a 
team which recently visitedTonk in Rajasthan 
(relocation site for Swatantra Bharat Mills) 
and Baddi, found no sign of relocation work 
in progress. The.se sites which are much 
beyond thelimitsof National Capital Region 
(hiCR) were chosen deliberately, so that 
workers would refuse to shift of their own 
accord. As per the order, any employee 
refusing to shift is automatically deprived 
of compensation of six years' wages. We 
apprehmd that the owners of capital are 
using the pretence of relocation in order to 
pay only a paltry amount to the workers, 
whereas their intention is to close the plants 
and escape paying six years’ wages. 

In case of small units, workers with no 
bargaining powerdue to their small numbers, 
unrecorded status of employment and 
unfamiliariiy with laws and their rights, 
accepted whatever the owners told them. 
Employees of tanneries in Keshopur, for 
example, were given only back wages. 

Reirmchment in aniicipaiion: Much 
before the Supreme Court order, some 
industrialists had begun a process of getting 
rid of their workers, eithtf by termination 
of their service or by simply closing the 
factories. This was done to avoid any 
pouibility of payment of compensation in 
the future. In the unorganised sector, where 
most of the workers were casual, without any 
recofdof Iheircmployment, they were simply 
thrown otit by the management at different 
stages, thus pre-empting the possibility of 
stroggle for their dues once the order came 
into effect 

Before the date stipulated by theJulyoider 
for closure (November 30, 1996), the 
management of G D Rathi Steel, declared 
. lockout on November 2. making use of a 
small agitation by the workers over the issue 
of yearly bonus. In the saifte manner. 


proAictloa wm Imugid to a halt in Nova 
Steels on Sqitember 30. In Bhagions Paint 
Industries, 44 workers were thrown out in 
a gradual proceu over a period of one year 
prior to the order. Only six worken were 
left to fight for their ri^ to compensation 
when the final verdict came. Similariy, a 
slow process of terminations in imallnumbers 
had already started in Sahni Tyres with its 
workforce of 1,600. 

Cases of continuing production: Our 
survey of 100 units found some factories siil I 
in option. Mahavir Steel Rolling Mills in 
Shahadra is a unique case, where the 
management challenged the Supreme Court 
order and filed a petition in February 1997, 
statingthat theirs wasnotapolluting industry. 
They won the case in April 1997 and 
production resumed. This brings into 
question the basis of the selection of pollu¬ 
ting units for closure, in the case of a few 
others, the units remained in production 
illegally. In the locked premises of Bhagsons 
Paint Industries, production is carrying on 
inside the same premises under a new name, 
Jackson Paints. The only difference here is 
the change of workforce. C Jl Leathers in 
Nanglui closed the factory on November 30 
and reopened it on February 2, 1997. The 
same is the case with Asboka Pulp and Paper 
Industries at Loni Road and Bhatia Chemicals 
in Shahadra. 

“Closure" of closed units: A number of 
units had been closed much before the 
Supreme Court orders came into effect. 
Twenty stone crushing units at Rajokri 
were closed down in 1992, despite the foci 
that several of them had begun installing 
water-sprinklers to bring down the dust 
pollution. 

Daulat Ceramics has been closed since 
1984. Delhi Steel Rolling Mills has been 
closed since I990,asthe factory was running 
into losses. Arun Chemicals had been closed 
in l992andPunjabPoiteriesin l993.Manoj 
Batteries. Gulshan Metal and DCM Silk 
Mills were closed in 1995. These factories 
which hod shut down following the logic ot 
their own business interests were brought 
under the fold of the order. Today. the owners 
stand to gain all the benefits, f^rom land to 
loans, being offered by the Delhi govemmeni. 
At the same time, they have no liability to 
their workers since the workforce has long 
since dispersed. 

Transfer of employees to avoid com- 
liensation: in Nova Steels, a few workers out 
of the total strength of 252 were offered 
employment at the Mayapuri plant underthe 
same ownership, after the amended order 
came in December 1996. The same is the 
case with Hindustan VegeUihlesOils.apublic 
sectorunit. Here 25 workers were transferred 
to Hindustan. Breakfasts. These sister 
concerns of both the factories are in no 
position to absorb this additional staff. The 


fear of retfeodimeot would aiwtya hang 
over the woikm* beads even though they 
may be accormnodated for the time being. 
This is yet another way of closing down a 
unh and getting away front my liability of 
compensation. The workers of Hindustan 
Vegetables Oils have filed a case in Delhi 
High Court against such a transfer. 

It is obvious that many disputes have 
emerged from the Supreme Court order, 
primarily because of the inherent ioopboies 
in it. it is also clear that the owners of capital 
have uken every advantage of any aspect 
the court is ambivalent about. 

We also found during our survey that a 
large number of workers are lost beyond 
trace. They have dispersed because of delays 
in compensation, and their consequent 
inability to fend for themselves. In area after 
area, workers' settlenncnts look deserted and 
forlorn. As a result, even when workers’ 
entitlement is not in dispute, circumstances 
deny them t)ie opportunity to recover it. 

Master Plan of Delhi 

The Supreme Court has used the Master 
Plan of Delhi (MPD) selectively as well as 
in an arbitrary fashion. For instance, in its 
order of December 31, why did the court go 
beyond the purview of the MPD wlH»e 
planning authority does not extend beyond 
National Capital Region? The July 8 order 
had obliged the owners to relocate within 
the NCR but in December order ovenuroed 
it, by permitting relocation i‘nywhcre in the 
country. 

Again, the MPD says that, “Existing 
industries should not be discouraged or 
expelled; anempis should be made for their 
belter and more efficient operation”. 
Accordingly, the Supreme Court in an earlier 
order doted April 9,1996 directed 1.27 lakh 
units to set up common effluent iieairoeM 
plants. The total cost was to he Rs 200eiore, 
of which 20 per cen* was to he paid by the 
industries apart from their liability to repay 
30 per cent of the cost borrowed from tire 
Industrial Development Bank of India. In 
other words, these units were to contribute 
Rs 40 crure and repay the loan of Rs 60crorc 
in instalments. The remaining 50 per cent 
was to be borne by the state govemmem. 
This course of action was in conformity with 
the MPD. This would have brought down 
industrial pollution and saved lakhs of jobs. 
Yet.it was dropped without any explanation! 

Further, in the illustrative list of industries 
permitted by the MPD in conforming zones 
are included such activities as uone-crushing. 
small steel forgings, ceramics and potteries, 
automobile spare pans and accessories, etc. 
They are not categorised as “H". i e, "noxious 
and hazoftkius''. Since (he bxsis of the July 8 
order of the Supreme Court is category H, 
there is no justification for shutting down 
units such as those listed above. 
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V PIWWOM or ifae MFD caa be uHd 
MlMivefy. Ihea why it it tbit ia ocfa cMe 

the wortoew have luffcredwhiieownert have 
benefiled? 

If the MPD 1962 it indeed, aocofdiiv to 
the judges in theironler of April 30,1996, 
a "chaitN for deckhiig land uae pattem”, 
dwn they ought to have conridered the 
piemitea on which various p ro j ec tl o na were 
made in the MPD. Its estimate (^population 
in 1981 was SS lakhs which became 62 lakhs 
in actuality. The siae of the woridbree was 
estimated to be 4,40,300 in 1981 compeied 
to4,60,000in actual fact. By now even these 
figures have become inelevant By 1996, 
Delhi’s population crossed one crore, 
nuihberof wotkers climbed to 9.1 lakhs. 

Even the pattern of migration proved to 
be at variance with projections. MPD 1962 
bdieved that’’migration toDelU is relatively 
greater from Rajasthan and south Pupjri) 
(Hanrana after 1967) than from west UP or 
northern Antiab”. Therefore, it siwght to 
create employment oppoitunitiet around 
Delhi, In die Ring Towns especially in the 
directions where most of the people come 
ftom” (p 73). However, Delhi Urtien Aits 
Council in its Conceptual Plan 1986 
estabiishedthatmigrationiromUPandBiliar 
alone accounts for 52 per cent. Only 20 per 
cent of touri migranu come from Haryana, 
Pupjab and Rajasthan. 

In other words, MPD 1962 was way out 
oftune with the changed reality and therefore 
its recommendatioiis were out of date and 
iiielevanL The Master Plan for Delhi 2001 
which was supposed to undertake‘Yevision’' 
of MPD 1962 also proved unreal. Indeed, 
its reconunendation that Meerut, Rewari, 
Khuija, Rohtak and Panipat be developed 
to decentralise DeOii’sgiDs^fdl flat because 
these towns had grown even teter and were 
themselves suffering fiom excessive ur, 
water and noise pollution. In other words, 
rriocating industries to bordering regions 
amounts to transferriitg the problem from 
Delhi to other towns. 

Finally, if it is contended that certain 
maiHifaiWing processes oroperations hum 
those living in its environs th^ surely those 
waricing in the processes are exposed to far 
greater risks. In the first place the Supreme 
Court could have demanded from the state 
govemment an explanation as to why it did 
not prosecute ownen of these factories for 
contravention of section 87 (dangerous 
operations) and section 87 A (power to 
prohibit employmett on account of serious 
hazard) of the Pactoriet Act 1948. 

Id an earlier judgment (1982) the Supreme 
Court had ruled in the case of PUm vs 
Unkm of India (on the issue of contract 
workers employed for consuuction work 
for the Asian Oamea), that the Fundamental 
Right to Lrie (Artic^ 21) inchides health 
and strength, which it but a minimum 



requiiDmentlolivewhbdignily.Byaboiwtag 
no ooncem for the workers’ Interests in its 
orders on rdocatton of poUutingfhazasdous 
industries, the Supreme Court has overturned 
its own judgment Workers have been 
victinuaed and reduced to penury.amounting 
to denial of their Right to Life. 

What statistics and lepotts do not reveal 
is the simmering anger of the worfceis at the 
neglect and bfaUani denial of their rightful 
dues. In tekoty after frotory, we were told 
by workers that they had been left witfa no 
atorative but to resort to de sp erate means. 
’’Ab fusla sacOcoa par hi ho^". The self- 
immolation of Sarv^ Chand during a May 
Day rally this year in Delhi caught puMic 
mtention, but the widespread resentment 
among the worken continues to be ignored 
It is only their sustained struggle that has 
now compelled some political parties to 
respond. 

lather the judiciary nor the admiids- 


GUlpaUlity for this grim rittwritm. ’Hm 
Judldaiy h« vMaled nrinc^ilM of Mlaral 
J iwrifi. |.y wrekara iit siiamUh 

- at no point during the ent ire judicial 
proceedings did the court conrider it 
necessary to Hrien to the woritm’ lUe of 
the story. The adminiiMioii hM ihown 
its callous indifference by reftuiiig to 
implement even the minimal relief to 
wotkers provided in die onden. And the 
government, which has been prompt in 
movingenonttnaocetoreicue l.M0govan- 
mettt employees (ordered by the Supreme 
Court to vacate fraudulently acquired 
accointnodation),hasshowncriininilnegleGt 
towards the lives of lekhs of working-dasB 
people. 

This is nothing short of tyranny. What 
shape will the rage of the wotken take? 

fnis is ro abridged vertioa of a report prepared 
by Dellii Jauwadi AdhUcar Manch, Iidy 1997. 
The conpiele detaila of 61 doaed naitt are 
availabie in (he origiael report] 


trationnor the government can escape 

India-lran Relations under 
Globalisation 

Rqjcii Hiueiac 


In the phase, of globalisation, Iran will be increasingly important for 
India’s commercial and political interests. The Indo-lrunian initiatives 
of April 1995 covering joint ventures in many important areas need to 
be worked out and put into action. 


THE Islamic revolutioa of Iran, under the 
leadership of Imam Khomeini, overthrew 
Shah’s oppressive dictatorship in 1979 and 
pived the way for the advem of an Islamic 
republic. Unto the new state, the post- 
revolutiorwty retries in Iran have survived 
several crises including the taking of US 
diplomats at hostages (1979-80), the war 
with Iraq (1980-88) and the riots of urban 
poor(1991-9S). Despite domestic economic 
crises and intenuuioiMl isolation, the revolu¬ 
tion in Iran has demonstrated a remarkable 
resilience. Thanks to its erKkuance, the appeal 
of Islam seems to be on the rise in the Muslim 
world Besides, being a strategically tigni- 
ficaiu and oil-rich state Iran’s donate and 
foreign policies have relevmce beyond the 
Persian Gulf In view of this, it would be 
useful to review developments in Iran with 
the idea of exploring the prospects for Inda- 
Iranian ties in the future. 

'The fdCt that the Islamic revoluiion has 
steadily consolidated hselfiswdl manifested 
intheoverwhelmtng participation of Iranians 
in the presidential el^ons held (m May 23. 
In fact, the election of Mohammed Khatami, 
a left-leaning deric, with support from diverse 
segments of the Iranian populrti(» including 


students, intellectuals, women, c^^iUins of 
big manufacturing companies and small but 
vocal labourunioiw,demonstrated Khatami’s 
holdover the dectoraie. Khaiami’sscholariy 
depth in the religKxultural traditioiu of 
Islam as well as understanding of the history 
of western civiHsatiem and political thought 
make him an instinctive synihesiaer, with a 
liberal disposition. Indeed, the erkhusiasm 
of the Iranian youth and women to strengthen 
civil s<Kiety coupled with the brighter 
prospects of an Euro-Iranian dialogue, after 
the thaw in Euro-Iranian (particularly, 
Oerman-Iranian) relations since April this 
year, have added to the credibility of 
Khatami's liberal leadership. It has also 
demonatiated the strength of Inn’s civil 
5(xriety and driven home the point that the 
Islamk; regime is flexiUe enough to leave 
apace for relativdy liberal-minded leaden. 
(Tver the years, the post-revolutionary 
leadenhip in Iran has attained legitiniacy 
through its imaginative tre at men t of stale- 
society ties. 

Over the past two centuries, and 
particularly (fatring the rule of the PeUavi 
dynasty (192S-79), Iran developedB tradition 
(rfa‘atrnngatate’vriiich(hMTiiriated practically 



■n ite ailMCi of lodety. Daring the Shah’i 
rale the sliiKiiiig nitioiuri army fitat woficed 
under univenal male comcripdon repre- 
Mnted the molt overt coercive fbrm of Mate 
dondnanoe over society. After the collapie 
of the Shah regime the revolutiotiary forixs 
under Khomeini opted to UK the state ai the 
main iiutrament of Islamisfaion. Obviously, 
it wet designed to get rid of the defidencies 
of the ancien reg^ and to recreate a new 
moral code. As the revolution progresaed the 
mg|or state institutions were coitsolidated 
and iransibrrtted. For instance, the Islamic 
levolutkmaty guards and the forces of the 
regular Imtian army were brought under 
unified command in 1989. In the civilian 
arena, Faqidhcontimiedtobe the top religious 
political leader. However, to hold the office 
of Faquih, qualifications like expertix in 
Islamic juri^Mudcnce and skills of political 
mimagement were sufitciem. Thus, theore¬ 
tically the top office was released from the 
cootrol of religious figures. As assembly of 
experts, sanctioned by the people, was placed 
in charge of judging and KlmSing potential 
candidates for the office of Faquih. Further¬ 
more, public foundations begim to emerge 
as active agents to Islamhe the social order. 
TheK foundatioiu were beneficiaries of the 
property confiscated from the former royal 
family. Some of them built commercial 
businesses and continued to look after the 
intetesU of the poor and the war veterans. 

Deft handling of state-society ties and 
political stability by themselves, however, 
could hardly contribute towards Iran’s 
economic performance. Problems like high 
rate of population growth (more than a 
million and half a year), unemployment 
(above 30 per cent), stagnam per capita 
income ($1,540), galloping inflation, 
unprecedented debt (over S 30 billion) and 
decline in revenue from the petroleum 
sector have put the Iranian economy in a 
shambles. Iran still earns over 85 per cera 
of its revenues from oil. However, in recent 
years, cold winters in the west, economic 
boom in eaM and south-east Asian countries 
and the absence of Iraq from the oil market 
did offer some relief to Iran. 

There are two external facton dial have 
consistently affected Iran’s economic 
performance as well u foreign policy 
inkiad vet. First, Iran and its nelghbouis have 
been undergoing un p recede nt ed political 
turmoil characterised by protracted armed 
confliett, ethnic tensions, civil wars and 
polidcal instability. 'The Iran-Iraq warof the 
1980s, Iraqi invasion of Kuwait (1991), 
lesuigeooeof Kurdish ethnic nationalism In 
baqand’niriceyBndiliedeniandftiraiepafaie 
Kurdatan,intensificationof ethnic confliett 
inMclaian,tfaedvil warinTlitikiitan between 
pro-oommimift and pro>Iflamic forces and 
the advent of the Taliban’ leading towards 
growing violence and instability In 


AfthmiisianoAiertrtmndantevidenoeforiliis 
propoailloa. To surmoaat them ptoUems, 
Iran has had to deploy its scam resomoes 
to war, contain the massive inflow of 
refugees from Afghanistan and control drag- 
related activitiet. 

Second, Inn hm alM been forced to counter 
the severe repereustians of the sustained 
hoMility of the US. After dubbing Iran as 
I rogue stiK the US chore to apply a full 
trade embargo agaimt Iran in 1995 with the 
idea of isolating it tntematioaally. The US 
has been highly critical of Iran’s urge to 
obtain weapons of mass destruction, 
stockpile offensive weapons and provide 
usistance to fundamentalist forces 
throughout the Muslim world. It has also 
accused success! VC Iranian regimes of viola- 
tkm of human rights. The US-led western 
force is operating with 27 vessels aitd27,000 
troops in the Posian Gulf to protect its 
intetesis and those of its allies like Saudi 
Arabia, Kuwait and Israel. 

Iran has responded to divene external 
challenges by strengthening iu naval power 
and opening up its ties widi the M a tes of 
Central Asia. Having added Russian 
submarine (Kilo-class) to its fleet in 1996, 
Iran can play a pre-eminent role in the 
strategically significant adjacent areas 
including the straits of Hormuz, Gulf of 
Oman and Bab-cl Mandeb. Apart from 
strengthening its naval base in the port of 
Bandar Abbas, Iran has reacrivaUKl the 
Busheirtrainingbaseat Bandar Amaii.’nius, 
in theory, the Iranian submarines can threaten 
Israeli shipping through the Red Sea by 
closing the strait of Tuan at the mouth of 
Gulf of Aquaba. 

Fuitherniore, the entire Central Asian 
region with its enormous natural resources 
as well as prospects of markets has offered 
Iran space for expansion, especially with the 
break-up of the Soviet Union. Iran is the 
leading member-state in the Economic Co- 
operadon OrganisMion (ECO) which binds 
Iran to the Central Asian states. It has already 
si gnedmutuaily beneficial and wide-ranging 
econamic,coinniercial. financial and trading 
agreements withTiirkemmistan. Uzbekistan 
and Khazakhstan. Ttirkemenislan is the 
second laigeM producer of natural gas among 
the Commonwealth of Independent States 
and it is well poised to export its produett 
through Iranian territory. Iran’s Silk Road 
Pipject is aimed at improving the network 
of linkages with Tkitkeroenistaa. With the 
operationalisation of the Mashfand-Saifchai- 
Tedzhen railway-line since May 1996. Iran 
is already connected with almoM the whole 
of theCentral Asian rail way I ystem. If a road 
network is buih between tire two countries, 
the Central Aiian states will gain aocesa to 
the Iranian ports on Iho Fer^ Gulf. ’The 
agteemenu between Iran and UzbekiMan 
tove Mipiilarei) the eataUiihitMnt of joint 


ventures that can improve co ntra u n i cati oti 
lines, prornote co-r)pention in d»e brmktag 
system and pennk bin to gain aocesa lo 
Central Asian matketa. Similarly, Iran is 
expioting the posiibiKties of oo-operatioo 
with Khazskhstsn in the petroleiun secsor 
as well as maritime transport on tfaeCaspran 
sea. Briefly, within the strict limits of 
reciprocal interesM Inn is buildiiig new 
firie^ u> come out of iiHematiaa^ Hala¬ 
tion. And it ia this capacity of the poM- 
revoiutioiiaiy regtroes in Inn to laurieh a 
reiendeas straggle lo build strong Iranian 
state amidM imroensely adverse cuemn- 
stances that imut aneM the anentioo of 
ptkicy-roaken in India. 

In the phase of globalisation. Iran is going 
tobeincieauDgly significam from the point 
of India'secorwniic, commercial and political 
intercMs. In view of the emeigiirg markets 
as well as growing significance of theCeninl 
Asian states, India will need to rework its 
policies towards the entire region. In additioo 
to transit facilities to conduct trade and 
commerce with Central Asian slsses via 
Iranian territory, cordial ties with Iran will 
continue to bolster India’s energy security. 
The Indo-Iranian initiativea of April 1995 
concerning joint ventures in important areas 
including oil exploration and production, 
agriculture, ma^inety, ^unmiaceuticals. 
textiles, maditne tools, auto parts, louiiam, 
telecommunications, environnrent and 
control of drag traffic need to be concreiely 
worked out and put into action. Perhaps, a 
joirttchamberofc om metcecMHiveafiittlier 
boost to bilateral eooaomic co- o per ati on 
between the two counoies. 

Politically, the fall-out of tile proH a c re d 
Afghan crisis is affecting both the swet in 
terms of flow of drags and arms, ban's 
acceptance of India’s right to partidpare in 
the Afghan peace process arid support to 
indo-Pak dialogue to reaofvc the Kashmir 
cririsreeindjcativeoflran’schangiiigitanix 
towards India. Also both India wd Iran are 
criticalrMT excess veUS involvenieniki south 
and louth-weM Asia. Henoe. ti ie convergence 
of Indo-Iranian interesu in eoooon ii c and 
security spherea and increasing modentioo 
and pragmatism displayed by a u ooeasive 
Iraniaa regiima can open up new viaiaa ia 
bilateral co-operation. 
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This ysar is of spscial significanos tinoa K marlct Ihs 
Qohton Jutwes of India's Indapandanca. In Isas than 000 days 
we Shan reach the year 2000 . 

Those otua who have Bved through the eartler Ja y 
of free Indlai athan thaanUn natloft was looUiig forward 
with zeal and fervour and with a feeing of naUonal prWa 
to the future, carmol but look upon ttM preeent thnee wMh 
deep anguleh and distreee. 

TaH men dominated the acene, fifty years ago. In 
plaee of the pygmies who strut and fret malr hour upon 
the stage today. After the passing away of those 
outstanding Isadors, India became an orphan. I look upon 
those fifty years as the lost decsdse. And at the end of 
fifty ye a r s , we are nowhere near the other Aslan c oun i rtea 
which atartad wHh us at the sams level and are today 
ahead of us economically and poUtlcallyL 

May I enumerate the six fatal mistakas in the past fifty 
years which have brought us to this sorry state. 

Six fatal mtstakaa 

First, our greatest Initial mlataks was to start with 
adult francMae. No democracy has ever paid, all tMim 
consMared, a heavier price for eduK franchise than kuwL 
I am not aware of any great democracy which started as a 
republic on the basis of aduli francMao: an of them atartad 
with a more rsstrietsd syatsm and than graduated to aduM 
fraiKhise. IWo of our grsatast statesmen of the aarior 


tnjuncilon of Amds 45 of the Constllutlon that the Mate shall 
endeavour to provldo, within a period of Ian years from ihe 
commenoomeni of the Constitution, for free and contpulaoiy 
education for al chndron untH they oompMs its age of loutson 
years. 

'Hia fou rth inal er mlililM of our Central and Wide 
govemmaiNs was to completsly inauhaa tha people from 
our snofent cullure and keep tiism totally Ignorsid of the 
prfoslsae heritage vrhloh hae never been eguaied by any 
other counbyi 

The IHih ffllatehe, of whioh we have yet to fsoe the 
COnMOUMtCM. IMS fUUftta InfilllBlittMBOflfl OWBAflBltt a 
wfiM Of nsuoiNH iQWiiii|b inciiww iHiB mvnwMW fonRy 
ruddariaaa, with the naggtim q uaa i on which wW not go 
RRHiy—te Inidta R ooNocliofi ofoolWilUfiMM or Is II i nitfofi; 
Of, le Indie a e t ate w it ho ut a nation? The groatioteurao of 
Indie le c ee t ele m -the ecourge which hee epraad acroeo 
the country more de n geiouoly then any pla^ ever dU, 

Freedom without diecipline 

The ebrth, end the meet unforgivable omieelon of 
ttio poMMana, hao boon to lit ttw paoplo think thel thoy 
are entitled to freedom without a ecitae of duty and 
raaponalbiityi By daflnWon. Indiane lack dtooksiiw and e 

RRRRR Of IlflDOnRl RRQKRROIL TTM riRROfi Wny RW CnRIRRRs 

despite thair huge population, aro able to govern 
tha maa hraa admirably; la that they have a Sanaa of order 





» 


wrr., 
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years ware C. Ralagopslecharl and Saidar vaNabhbhal 
Patel. Whan the ConstHu^ Asaembly was In aaeslon, 
both those stalwarts racommandad that wa ahouid not 
start with adult franchise but educate our peopis drat to 
make them worthy of discharging their duties as dtbem 
of a great demo cr acy; but th^ ware out-voted. 

The second fetal mi et eke wee to let the pop ul ation 
nearly trsMs, In ths sbeanrs of any asnal fa ls or sound 
family planning msosurss and pokclss. Today fhsproblom 
has bsconw so scuts that whatsvsr gains ws achisve on 
ths sconomlc front ars nsgstivsd by ths unbridled 
popuMion growth. 

TMrdljt our moat disaatroua mlataka was not to 
nhi cR lR OUT bjRQRonlno pop t ili ti o n ifid tiMicR ttMin wioi lliy 
of thair right to vote. Valua-baaed education has no 
polltleal sax appeal. Our politlelsne gave the least 
importance to oduemion, unWee Lae Kuan Yew who vowed 
to maka education the priority of priorlMaa In Si n gapore. 
To my mind. It Is an unmitigatad ^tograos that In the 
OoMan J u bi l ee year of Indto'a Indapendanee, more than 

■■■If Of OW popiiMmn n nHnwy MIMrRM. UinOMI RMQRDCS 

91 VR R morR comroroffiR ii 0 UfR| duc iimc m orvy prcrurr 
eccordbig to the offIcW measure of Hleraqfi any person 
who can write or sign Ms name, is conehlersd to be 
Hterale. EduceUen ean only be e long-tenw progr e rame 
for the uplift of our nation. Prolaaaor AmaiM tan has 
hti Ri i ty RMrt fti M t i nrti a Tifimi# tfM only Routiiffv iw fh# wwifM 

a^^e^w ^we v ee ^e^ws w^es a^^w as a^aavw ^as w ^as aa^^w ^aa 

10 RrNir ITM nVRniy TRRI CRfliMfy WIRI IWIr IMT pOpUHRIOfl 
WtRCRlRt Rlld ttiRl RUCCRRRIvR SIRIR flOVRnWlMIllR hOVR 
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OValKmRannRR HfCaVRIOIRIfTVRponMOIIwy WnniRRIwRlO 

primanf education. 

This Is the ons area whers the State govsnvnsms have 
totally talad the peopis ovsr ths liva deosdee despHe the 


and discipline. Do wo need the Gmarganoy to make us 
realin ths paramount knportencs of dwclpilns? Without 
such v ahisa, can ws svsr hops to tran s fonn Indto kite a 
great nation? 

Itev I riMMAf MftMt I RRld tlM3 tMRrRROO? n^fllfSrrTtt 

B^aui w s V ^Fg^^s^aa ^wasasa a v^^aaa avaa# w^aam ^a ^aagap s aw^msra^am v 

has become so degraded and dspnnwd mat psopte may 
yaam for a change. The Indian people may loaa thab 
frssdom again or. aHomallvolK the country may auffar 
(Hslntegrawin. This Is the exact oppoo l te of what I with 
but it Is a sad apprahanalon of what can happen H the 
present decNne Is eNowed to continue. 

Cofflont induotry 

Cement production during the year legMersd a growth 
of about 8.45 per cent, down from about tan per cent In the 
previous ysar. The Industry saw capsdly s x pa n slon of about 
10.06 par cant over 1995-86 from 87.45 mMon tonnss to W.2S 
mUHon tonnes. Csmsntsxporte at 1.71 million tonnss saw a 
growth of about 13 par cent ovsr Ihs prsvioue ysar. 

Ths announcement of partial Hbsrafization in Ihs coal 
sector, by the govamrrwnt of India. rssuHsd In daregulalion 
of highar grsdts of coal, leading to a pries inersass. Ths 
steep hike In coal prtess hR ths indusiry ivrtca m ths same 
nrwnclal ysar, aiKi ths cumulativs sffset was that In October 
1996 ths average dsUvarsd pries was N^r by about 28 
per cant as compared to October 1995, The cost of coal, 
and potpsr which consIRutaa the major cost In oamant 
mamifactura, both want up proportlonatsiy 

Osspits projections of hugs Invsstmoms In Ihs 
kiftastructurs sector, aoiusi fundkig during Ihs ysar has been 
rather meagre. This has rssuksd In rsosswon In key Indusbiss 
such as steal and oamant 

Ths lower than antlctpatod demand, oouplad vrilh 
addition In capaettios during the year, had ineraaaed 


1 


• eas a I 


‘ 1-11 |*"»1 





compattkm In tha martMt. Though tha biput cotte wtr* highar, 
wMh tha^M oompatHion, pikM bagan to fal and praaauras 
on maigina foaa> 

4CCs p«rf ernuinea 

O^ptta aavaral conatralnts, dlnkar production waa 
7.46 mMoin tonnaa, camant grinding 0.03 mlAon tormaa. and 
oamant daapatchas totalled 9.05 million tonnaa. TM 
oorraapondlng figuraa lor I096*9e ware 7.16 mItNon tonnaa. 
6.03 mIMon tonnaa, and 6.93 mttHon tonnaa, raapacOvaly. 


RCD'a aoluma 01 b uatn aaa during tha yaar grow by 
aoparoant 

OvarsM* pre|«ots 

During tlia ITMi yaar uf Ita onntraet for tha 


Of tha company'a.ll manufaeturlng unNa, Oagal, 
Kiiiiiona.Ma il iiltl wr a l .ClMwda,C h alha a a,andWladi ( phaaa 
g a chlaaa d raoordlawalaolcMnl i ar produ ct ion, and Oagil. 

KfUKHVy WHI 9tllQn BOnWVM fwCOfQ WVtN Of CMVWnV 


KfUKHVy WHI 9tllQn OOfuOVOO fwOOfO WVtN Of CMVWnV 

produotlon and daapatchaa. 

Camant damand waa aluggiah in moat of tha markata, 
particularty In tha aacond half of tha yaar. Howavar, tha 
Company racordad camant aalaa of approximaMy 9.7 mHHon 
tormaa including aalaa of putchaaad camant and oaport, aa 
comparad to approximataty 9.4 mllHon tonnaa laat yaar. 

Your Company haa racordad about lix par cant growth 
br camant ortports mainly to martrata in Bangtadaah and Nopal. 

OoapNo aatbacka to the ready mixod concrata buafnoaa 
- duo to Impoaition of axclaa levy in Auguat 1996 - your 
Company waa able to achiava further growth in tha buainaaa. 
with a turnover of Rs 17-crora. 

Expanaion and medarnizatlon 

Vbur Company^ affbrta at atrartgthaning tha axiatlng 
unite by expanaion and modamization are progroaaing 
aadsfactortly. Those Indudo maforprojacta at Kymora, LakharT 
and Sindri for camant capacity anhancemani. Capital 
expandKura during tha yaar under review for cement capixaity 
expansion artd captive power generation was in excess of Rs 
350 crora - tha highaat aver In a single yaar. 

During the financial yaar 190e>97. the llyash storage 
and handling proiact at Ropar and tha capacity opBint zat lon 
protect at Madukkarai camant works have bean succaosfulty 
commissioned. Protects lor installation of a six Rpa llyash 
camant grinding and packing plant atTikaria in UP. Inataiittion 
of a naw llyash camant grinding mIH at Madukkarai, and 
modernization of Damodhar slag camant grinding unit have 
bean taken up during fho yaar. 

ffafractorlua buslnuas group 

Your Company's refract^ busbtsas improved during 
the yaar despite the slowdown in the main refractory 
consuming Industries Ilka steal and camant. Tha Group 
conaoildatad its position as one of the largest refractory 
suppHars by IncroMing total daapatchas to 1.13 lakh tonnos 
of matartala. Salas turnover, also, want up to Rs 155 crora 
during the yaar. Tha naw plant at Nagpur has alraa^ 
commancad operations and conMxJtad to an inersasa m both 
voluma and turnover of your Company during tha yaar under 
review. Tha Group has also made a foray into export markets, 
particularly in ths MkKfla East and Africa. 

/7*sMrch and Consultancy 

In Its alfoita to ralnforca and expand tta rsaaaibh and 
consultancy acthritlas, the Research and Consultancy 
DIractoraM (RCO) of the Company has taken a aartsa of alapa 
to intomallonaNzs ks oparattorw. Thasa Includa tha attooR of 
snjtnaaitnii aatvloss partlcuiarty In air poiulton e on t tel, kdar* 
oorporato R and D cdab ortolon wNh Maaari PL SmIdth of 
Danmark tor oamant taohnotogy and hoHtogmsntbarahlp of 
a transnallona l r esearch conaotbum-under tie auapfoas of 
IrSsrrnlaQS Matotials Raaaarch Lattoratory of Pannaylvanla 
State Ik^raily. USA - for taohnology davtoSfHWmt In 

mRfOWIVt PnllnnQ proOMt. I nW fW ivilllil Vi wlOiranQ 
tosaocpacfWCO'e bu alnsaa.andiaoo yilfcolofou rsclanilsto 
M vartoua kilsmatfonal saminare arrd oonfaranoaa. 


plant at Yanbu, Saudi Arabia, record production - 


oowot^h MVr In nucosMlMi. MiiMkia vour in 

asm die mardauah benua af Ha 1 JO crara. Yanbu Camant 
Company managanwnt has applaudad your Company for 
achieving an al-tima high record dnkar production ol 1.41 
mWon tonnaa by opOmal utization of stores and aparaa, and 
alto lor aH-round Improvamara in tsrma of Invantory reduction 
of stores and sparse In cHnker production. 

Tha proiact contract tor management, operation and 
malnisnanca of tha naw two mWlon tonne par annum cement 
plani, were on stream aarlar thia year. 

fnginoaring buainaaa 

Tha two tubsidiarios ACC Nihon Castings Ltd (ANCL). 
and ACC M^nary Co Ltd (AMCL) racordad a marked 
improvamant In turnover: ANCL 65 par cent, and AMCL 43 
par cant highar than last yaar. 

I am happy to report that ANCL-a joint venture balwaan 
your Company arxf Nihon Camant. J^an - has fuHitod the 
main aim of itt pronurtars of providing worldctass quality 
caalinga. Lika tfw rafractoriaa dhrMon, which was initialiy sat 
up to mast yourCompartYa own needs of refractory prodlKts, 
ANCL, too, has been meeting your Coenpeny's needs tor 
quality castings. That ANCL castings are superior is 
underscored in that it is succsssfuily exporting its castings to 
csmsnl producsis in several siqport markets. 

Ths anginssfing division of ANCL - which was set up 
to provide daaign, anglnaarfng, and proiact management 
ssrvIcaB to tie oamsni industry - has undsitakan the execution 
d Ism of ACC'b totoortani pipiaets: the 1.2 Kymora 
prcfact, aito thi pnpcaad two rriipa IMsdi pfojad. This disision 
ia alsQ poiaad to indaitaka simlafproiocis tor external dtonts. 

Ybur Company's other enginaaring subsidiary - AMCL 
commiasionad Ita naw aiata-of-ma-ait facility at Buiiborf. near 
Nagpur, and launched bulk trsnaportars - tha first m its new 
range cri products. 

Concluding romarkc 

In tha more Hbaratizad ckmata now prevalent we atwrd 
on the thrashcM of an axcklng future - not without ka coals. 
Ns cheRangsa, end its risks. We rnuM laoa up to the real world, 
and maasura up to lhasa damandtog timas it we are to make 
a crucial contribution. 

This aspiration to do more, to achiava giaaiar good - 
not juai tor your Company^ cbiaellvaa. but alao in purauN of 
naiiotwi goM - makaa ua oonaeMua of tha nacaaaNy ol laWng 
our alghta... of bdMkig lor a fulura. Your Company's proMic 
peat - ol over 60 avant-tMad years ol ptonaarlng srark and ' 
many btaaMiMough acNavamanla - tadSB krio toe background, 
aa wo aRrire to hilM the demands el our ntoion's aapkattonA 

I am oonAdant toat ur>dor tie abla a toa ar dahlp ol Or 
Subrata Ganguly and MrTMMNairibiar. an d thak e dtoag n a i 
- backed by a and dadtoatod worMwee - your Company 

wll auigeaad in eranlng an arwMng atwkonmaitl lor eharmo. 
On your bahaV, and on behaV of toia monaoamont I taka ns 
oppertunNy to sxptaas my appraeiation and graWuds to each 


oppertunNy to axproae my appreciation and graWuda to each 
mamber ol toa ACC tamiv tor MS oonfilNdion and dodtoaNon 
to keeping tola Company at Na pr o amtnant paskton in tha 
Muatiy 


MutribaL July 23.1967. 


Building the tint ion ACC 


Beotonic and Itoliiicai Weekly August 16>23, 1997 



PERSPECTIVES 


Feeling Politics 
Reinstating the Subjective Seif 

Rustam Sia^ 


Political studies eschew political scientist as an experiencing subject. 
This lacunae has impoverished the discipline of political science 
rendering it incapable of responding to everyth language of politics. 


I 

I SHALL talk of the category of feeling in 
the context of politics. 

As a first step, let me pose a question: 1 
am a political scientist (we take that as a 
given), but, am I not also, at the same time, 
a suttject who experiences the world? If that 
it so (and I have a filing I am talking, at 
this point, as a subject, one who has 
experienced, among other things, the 
discipline of political science), why is it that 
I foil to noticein the vast rqteitoire of political 
studies exegeses which emerge from, or at 
least incorporate into discussion, the 
experiences of the political scientist as a 
subject? Such tracts are not found missing 
in certain other disciplines, particularly in 
philosophy; in fact, it is difficult to think of 
roost philosophy without the subject of the 
philosopher Mng present in the text. Why 
is this subject conspicuously absent in 
political studies? I suspect this has something 
to do with the fact that the political scientist 
always sees himself (berselO as someone 
whow task it is to apprehend certain aspects 
of the world in a way that that activity does 
not have a necessary link with his own 
experience in that world. I find it strange that 
the political scientist shtwld ignore his own 
experience (as a subject) in thtf same world 
and give priority either to studying the world 
as a ‘cognitive object’ that does not fall 
directly in the domainof his own experience, 
or to studying it through the experience of 
certain other subjects where this experience 
itself is reduced into a cognitive object. 

I should inunediately point out here that 
my problem is not with the activity of 
cognition itself. Rather, what troubles me is 
the insuRiciency of the mmerial that is made 
I available for this activity adequately to take 
place. This insufflciency comes into 
existence, firstly, because the vast area of 
theexperiential- pertaining to the life-world 
of the political scioitist as a subject, as also 
partly to the life-world of the other indi¬ 
vidual subjects - is held beyond the reach 
of the political scientisL Secondly, this 
I nsufficicncy springs from the mode in which 
cogmtiveaedt^itself it brought into being. 
This mode issucb that it leavesagapbetween 
the cognitive phenomenon and tbecognition 


that is in interaction withit. This gap becomes 
the place where the loss of meaning occurs, 
giving rise to a problem of transference, that 
is, how best to comprehend the meaning of 
a phenomenon so that the loss in its meai^g 
is minimum. Put differently, it is the problem 
of bridging this gap in ordo'to save meaning. 

The problem of saving meaning that arises 
from this partidular mode of apprehending 
' the world has been a perennial one, and it 
is not my concern hue to re-focus atlentirm 
on this problem. Why I have highlighted this 
prtrblem is to bring into view another point; 
Are there modes of entering into the political 
which would help us gain ascendancy over, 
If not to entirely circumvent, this problem? 
This question can also be pos^ in an 
altogether different manner Is it that we 
only think the political, or do we also feel it? 

U 

To clear the way for the discussion that 
would follow. 1 will quote here a sentence 
from Andre Gorz. He says: "There is no 
other subject than the individual subject; that 
is clear even in Marx.”' What does Gorz 
have in mhid when he utters this senteiKe? 
1 reproduce a lengthy statement from him: 
We must look at the question of the history 
of the individual subjein’s relolionshipto the 
body, to the environment, to socie^. and 
whtiher this relationship can ever be formed 
in such a way that I can view it as‘my own'. 
Here, the qu^onof alienation and whether 
it is possible to overcome it arises. For roe, 
phil^phy is not Hegel or those great 
creators of philosophical systems but the 
attempt to undersu^ to diacover oncielf 
and what one ia, to talm control of, liberate 
and create onea^. Life, especially human 
life, isielf-cteatioo, ‘auiopoi^'-. Of course 
only a being which creates itself can, in so 
doing, become capable of imderatanding, 
being responsible for and emancipating 
itself.’ 

One can read several meanings in this 
statement. Relevant toourpurposa ate three: 
(I) Gorz is quesrioning coHectivity as a 
historical subject and warns to replace it with 
the indivkhial subjtxt as he(ste) is in his 
eveiyday, routineexittence; (2) Heisdurting 
out a task for philoaophy, which is to 
understand, explore and create cowUllom 
for the self-liberarion and constant self- 


renewal of this very indivhliial subject; (3) 
Gorz believes that philoaophy can perfom 
this task only by cietUng and m«liadng 
itself through the (self)coi^ousness of the 
individual subject In otherwotds, philosophy 
itself is an individual project; it exists in 
fragments; like in the case of the ‘Collective 
Sutyect’, thoe is no PhUoeophy (with a 
capital n in histmy. 

Now, it is not a coincideooe that theae 
three readings from Ooiz’s statement occur 
in the order in which they do: the one follows 
from the other. For, the moment we watK 
to replace the Collective Sutyect with the 
individual subject, it becomes imperative for 
philosophy to focus attention on the latter 
philosophy then ceases to be Philosophy and 
becomesphilosophy.Thisshifl,intum,leads 
to another: imm^ately. the coniciousneu « 
of the individual subject comes into view. 
For, what is the individual subject if not bis 
conscioutness?’ 

I will not raise here the philosophically 
unioundquestian as to what is consckxisiKSs. 
Rather, I will straightaway offer an instance 
of individuai consciousneas in the language . 
of literature: T 

Our dread of a future in which we must forgo 
the sight of faces and the sound of voices 
which we love and from which today we 
derive our dearest joy, this dread, far fttnu 
being dissipated, is intensified, if to the pain 
of such a privation we fed will be added 
what seems to us now in anticipation more 
painful still: not to feel it as a pain at all 
- to remain indiffeiem; for then our old idf 
would have changed, it would then be not 
merely the charm of our family, our miatRas, 
our friends that had ceased to envinm us, 
but our affection for them would have been 
so completely eradicated from our hearts, 
of which today it is so conspicuous an | 
element, that we should be able to eqjoy a 
life apart firom them, the veiy thought of 
which today makes us recoil in hon^, so 
that it would be in a real sense the death 
of the sdf, a death followed, it is true, by 
resunection, but in a different sdf, U> the. 
love of which the dements of the old ad) ^ 
that are condemned to die cannot bring 
themselves to aspire.* i 

In an essay which is of as short a length as 
the present one. these lines from Proust’s 
famous novd are enough to convey the 
complexity of the phenomenon we are d^ng 
with inconsciousness. his wdl to remember, 
in this context - what is only a commonplace 
in literaiy Iheoiy - that thoK are not the 
thoughts necessarily of Proust, but of the 
protagonist he has created, h is possible that, 
on his port, Proust had ^together dlflefem 
ideas on the tulyecL If that is w, be presents 
tousinhisownconsciousoessaphenomenoii 
which is even more complex Uun that his 
protagonUl. 

If we leave aside, for a monwiit, Uk 
diicipUne of p h iloaoptiy and come bade tc 
political scie^ what areihemeanailutthi! 




idpUne ha» evolved to tickle M coaplex 
iheaofflefMo It ImH vkhul comckNMiieH? 
^ not only ii thU comciouuien aqnble 
experiencing phenomena such is me- 
iry, pain and desire, etc, it is c^nble of 
)^encing such phenomena even as a 
lilical subject, in fact, these are the very 
enomena the experience of which nim^ 

■ subject into a political subject. I quote, 
ow, the woidi of one such subjed: 

Ay hnsband and I wete working in Sankar 
nievar's house. My husband us^ to sroik 
a the field. I used to take Ms midday meal 
or him. Saakar Thevar always had his eye 
m me. One day, when I took the food, 
>ankir sent him away to a shop. Sankar told 
me to leave the food in the motor room and 
m. But 1 wanted to wait. Finally H was 
ettlng Ime so I went to leave the food. He 
ollowed me into the room, locked the door 
uxl raped me. I screamed. My husband 
rtumed and saw what happened. In the 
vening svfaen my husband went to tie up 
te catde, he wu beaten up and his dead 
lody wu brought home in a can. People 
vere afraid that the police mi^ come so 
hey all ran away. Sankar and his men took 
he body, pomed kerosene on it and burnt 
t. They said they had informed the police. 
Vext morning they came and asked me to 
)ay the money they had spent on my 
lusband’s funeral. I gave them my tali 
wedding chain). They also took all the 
wddy I had. I lived alone for two months 
nrt they continued to harau me. So I went 
o my father in Tuticorin.* 
itheie words devoidofapolitietd content? 
Mt, what is the political in these words? 
conventional political scientist would 
ognise these words u indicative, merely, 
societal political situation that needs to 
rectified. But a polilicM scientisi who is 
ferent would go one step further and notice 
} a political internal to the situation thtt 
to the events the words describe; the 
ideal that existed in the dailyneu of the 
lation up to and including the episode 
xched hm - in the desite, the awareness 
X)wer and the willingneu to use it, on 
one hand, and the fear, the anxiety and 
apprehension, on the other. The desire 
j the fear were being played out daily, 
's too wu political. Tl^ the desire and 
fear themselves were political: they did 
merriy indicate or conatitute a political 
laticn. A political Kkntist who is Afferent 
uid delve imo this dailyneu; he would 
dyse the fear and the desire and bring out 
:r political nature. In shott, he would get 
the conKiousness of the subjects 
. agoing these events and examine them 
if from within. 

s this examination possible without a 
/leg -u Afferent from a 'feel' - for the 
litical? I think it is not. A Teel’ is srili 
dU, an efdatemological tool scouting for 
ob^ A feeling, on the other hanA Is 
ontological entity limt goes out to meet 
pAitlcal, and then leu the subjectivity 
the latter to apeak. This speakiiig, how 
n It occur? 


m 

Talking of an ‘inqioverislimeiit of the 
vocabulary ofluigat^e" in the industrial age 
which is reducing it to a ’’tedudcal sign- 
system”, Gadamer ilhiminet what he calls, 
“the inner inflmty of the dialogue that is in 
progteu between every speaker and his 
partner” and underlines iu importance u 
“(he fundamental dimensKm of herme¬ 
neutics.” ’Tjenuine speaking”, he goes on to 
write, ”which Jus something to say and 
hence does not give preairaiu^ signals, but 
rmherieeluwo^ through wt^one reaches 
theother person is the uni versa! human task.”* 

This ‘genuine speaking*, what i will call 
genuine hermeneutics, is involved in our 
practice of seeking to understand a political 
situation and consritutes a part of wto I have 
talkedof as feeling. What are the prerequishet 
of Ail kind of speaking and understmAng? 
What does this genuineneumeaninoperative 
terms in the context of our discussion? It 
meant, rirst of all, attributing a subjectivity, 
or, even more appropriately, a pertonhood, 
to the situation. ThU attribution it an act of 
faiA. an act of submission and an act of 
humility, ail put together, it shows our faiA 
in the genmneness of our unde rt ak i ng, and 
in the very principleofgemiineneM. It shows 
our submission to this principle. And it 
demonstrates that we submit to this principle 
not out of necessity - which remains a 
material, a utilitarian consideration - but 
because our undrataking is central to a quest 
which is a constitutive element of our being: 
aquestwbicheggsuson to seek wiA humility. 
The practical fall-outofthis Atribution would 
be the following: We wilt approach the situ¬ 
ation we seek to understand, we will spe^ 
toit-touseGadamer's language-not wt A 
'prearranged signals', but wiA a genuine 
expectation; we will come to it as if to listen 
to a person we know very little about, where 
Ac person would tell us in the ‘inner infinity 
of (he dialogtie' - what I have called ‘non- 
Aalogical dialogue" - as to what he(she) is. 

This speaking, then, has the property of 
listening built into it (and Ais it the second 
element of the genuineness we are talking 
about); we engage in Ais speaking only 
when we come p r ep ar ed genuinely to listen. 
Now.do we listen only by keeping our ears 
and mind open? No. That is only the first 
step towards listening. We take the second 
step when we bare open the very core of our 
being to (he speaker wc have come to listen 
to. Because the speaker will really speak to 
us only when be has had a glimpse of that 
core and nods it to be receptive, that is, 
attuned to his being as a spacer who is to 
bare the core of his own being. ListeniiMt, 
thus, alu means speaking, a speaking we 
have to do prior to the listening. wiA the 
speaker or within our own being which the 
speaker will then glean from our faces when 
we come to Mm. 

A situation (or a text) does the same as 
a penom it will not speak to us unless we 


have spoken to it first; it will not reveal iu 
being to us until we have reveded our own 
being to it, which here means unless we 
come to it wiA feeling. 

And Ais periiaps is the point where I 
should talk of a text Actated by iu ‘illiterMe* 
author, Bava Mahariya. T)ie text is a letter 
by the people of JaisindM village* to the 
cMefminislerofMadhyaPradesh. The village 
is to go under water so that the Saidar Sarovar 
dam could come up. The text is not an 
appeal; it is just a letter telling of (he life 
of these people in the village, of their 
ancestors, of their love for the “Big Mother” 
(the river Nannada) and of her love for them 
in Uim. It is one of the most lucid of the texu, 
one of the most moving, and deeply political. 
There is no bitterness, no enmity towards 
(he people who are submerging the vitlagr. 
only an undercurrent of grief that is barely 
visible: 

You tell US to lake compensAion. What is 
the state compensating us for? For our borne, 
for our fields, for the trees along our fieMs? 
But we don't liveooly by Ais. Areyougmng 
to compensate us for our forest? In the foreat 
we have teak, bamboo, umber, uttdu, salm, 
mahua,anjat\,plash*siAtBas)ytaateumit)am 
of trees.. . What will be the compenaation for 
Ais? Or are you gAng to conqiensAe us for 
our Big Mother Nannada - for her fish, her 
water, for the vegetables Alt grow along her 
banks, for the joy of living beside her? What 
is (he price of all Ais?... 

You tell us to go to Gujarat, ibai our simatioa 
will improve Acre.... Our relatives from 
Aber villages spend all the year labarmng 
m SiaA and Navsari. Why don‘t their chddren 
get an educiUion there? Do Aey get eleciricity 
Aere7Tbey have to build tall buildings and 
themselves sleep on the roadside... 

The land in Gujarat is nA acceptable to us. 
Your compensation is nA acceplaUe to na. 
Wc were born from Ac belly A tte Narmada, 
we are nA afraid to die in her lap... In the 
summer before the monsoons our village 
will be filled wiA water and we will Aosm 
in that water.* 

When we read the full text of tbit letter 
it becomes clear that it has the potentiM to 
emerge as the centra) motif inakingpoliricai 
struggle. It is also a text in the inienticei 
of which one can weave an entire theory of 
politics. Ya, as a uained political icieniixt 
what would be my respaose to this letter? 
It is likely that I may not respond to it « 
all. For, the Ascipline to which I bdongdoes 
nM prepare iik for an encounter wiA such 
texts; it does not equip me wiA Ae feding 
I have been talking of: even a text of such 
luciAty and feeling will not speak to me; 
1 will fail to listen to it. 

But, it is not only this feeling that political 
sciemistt, usually, lack: they also lack 
imagination. And I feel sure one cannot fed 
unless one can imagine. 

IV 

Imi^nation. What does it do fA feding? 
Writing on behalf of imaginatian. Waltace 
Stevens says: 
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I ■«» Ike nectHUfy Mfel pf cpn|t 

Siace, in my sight you tw Ike woM Main. 

The cnidal want hen it ‘ agnia*. Iritis 
a metaphor for sceiM the and 

again in perpetuity, nutlwr, ^ that 
we see again Mid again it not noQMMlPy the 
same w^d: every time we aee l|in t^d 
again, it may have changed ijii QMloun, 
presenting to us every time a dUVpMM 
But the ‘sight' (the ayes) |hn nvMr time 
looks at the world would abo not he A# ssme 
sight: it would repretcnl an ever ohanging 
subject looking at the world. 

But this ‘looking*. Does it remain the 
5aine?For. neitherthesubjectthatlookt, nor 
the eyes that do the looking, nor even seeing 
is the same as looking. Looking it the way 
the eyes see, as difTerent from the teeing that 
then occurs: it is the way the eyes turn or 
do not turn, the way they are or are not still, 
the way they take in the world. It is the way 
the subiect, passing through the eyes, enters 
into the world. Stevens says this looking loo 
changes. 

It seenu to me imagination has to do with 
looking, and the changes it undergoes. For, 
it is with a change in looking that the eyes, 
the world and the seeing themsel ves change. 
Looking is the way the camera is placed, the 
angle of the eye, “an art of encounter”,'" 
what Deleuze, writing on cinema, calls “a 
pure optical situation”: 
Inl/mlwrt»D,OeSicacon$tructsihefamous 
sequence quoted as an example by Bazin: 
the young maid going into the kitchen in the 
morning, making a series of mechanical, 
weary gestures, cleaning a bit, driving the 
ants away from a water fountain, picking up 
die coffee grinder, stretching out her foot 
to close the door with her toe. And her eyes 
meet her pregnant woman's belly, and ii is 
as though all the misery in the world were 
going to be bom." 

The looking in this scene is the 
‘mechanicality' of the gestures, and the eyes 
meeting ‘her pregnant woman’s belly'. De 
Sica resorts to this way of looking to bring 
out all the more acutely the misery in the 
maid’s situation. Rather than reproducing or 
representing “an already deciphered"'' 
reality, as in the realist cinema, it is as if a 
new reality is invented. What is invented, 
in fact, is another eye, a new way of looking 
M the reality, so as to expou to the subject 
its hidden dimenskms (what is missing, the 
absences), or to intensify, to add another 
dimension to an already realised feeling. 
This new way oi looking is the product of 
imagination. 

Looking, however, is also glancing: it 
need not beasingle, prolonged look. Itcould 
be a series or moments of glances, or even 
a glance that looks like a single, prolonged 
look, or long and short, sidelong ^ frontal 
glances put oik over the other. Thtp effect 
is achieved not just with camera or by 
changing the setting, etc. What it done to 
the text t^r the shying (editing) it a port 
of looking: what is done is, partly, giving 
shape to glancing. 


Loddug* theO' Wtapdi to writing; the 
shapia|q|ihe (wiiltM))PKt.The>»Hiaiid 
the become ImpoflpM for feeling. 

• V 

What form Mid style-what Blandioc calls 
'speech' r are conducive for feeling? We 
will llM«n to Blanchot himself. Writing of 
Nietzsche, Blanchot refers to “two kinds of 
speech" in him. Oneitthe‘*coherent discourse 
te sotnatimet wished to bring to term... His 
broken texts can be considered as elements 
of this ensemble or whole.” The other is the 
discourse “of fragment, of plurality, of 
separation.”” 

Is there a contradiction between these two 
kinds of discourse? Not exactly. The 
fragmentary is 

the work of a critique; the critique of 
Metaphysics... Nietzsche attacks the 
adversary from several points of view at the 
same time, for plurality of viewpoint is 
precisely (he principle that the adverse 
thought fails to recognise. Nietzsche, 
however, is not unaware that he is obliged 
to think from where he is, and obliged to 
speak on the-basis of the discourse he is 
challenging. He still belongs to thisdiscourse 
- we all belong to it...'' 

Yet, the absence of contradiction between 
the fragmentary, the plural, the separated 
speech ami the .speech that is continuous is 
nut sufTicicnt in itself, for the truth that is 
revealed through this ensemble of 
uncontradicled speech is still the truth that 
is accessible, the truth that is within reach, 
therefore the truth that is still only 
insufficiently a truth. To expose the truth 
that is ‘sufficient’, we need a speech that 
consumes itself and is hardly a speech. This 
is the speech that loses its tongue, becomes 
silence, in the truth that it itself constantly 
creates in each different moment of its 
existence. Blanchot says this speech is once 
againonly the plural, the fragmentary speech, 
the speech that may not contradict but is 
different from the whole, because it ac¬ 
complishes more; the speech that exceeds 
the whole: 

The fact of being always posed... at the 
limits gives to the fragment two different 
traits: it is first a speech of affirmation, 
affirming nothing but this plus, this surplus 
of afriimoiion that is foreign to possibility; 
and yet it is nonetheless in no way categorical, 
neither fixed as a certainty nor posited in 
a relative or absolute positivity'... but rather 
already effacing itself, slipping outside itrelf 
by a sliding that leads it back towards itself 
in a neutral murmur of contestation. 

There where opposition does not oppose 
but rather juxtaposes, where Juxtaposition 
gives together what escapes all simultaneity, 
without becoming a succession, there a non- 
dialcciical experience is proposed... Not a 
manner of saying ... that would claim to 
refute or to express itself against the 
dialectic...; this is rather a speech that is 
other, separate from discourse, neither 
negating nor (in this sense) affirming, and 


yet allowing the uttBmit^. |u dHAbreiiM^ 
playbMweenihefngRieiiliiby'italiitttiui)^ 
and arreu.'’ 

lliis. then, is the speech that takes us close 
to ite “limit-experience" by exceedfaig the 
limitsofspeech. But i will makeadistinetkm 
here - a distinction that Blanchot did not 
make - between fragmentary speech and the 
speech that is in fragmenu. Pragmenlory 
speech is the speech that fragments - rather 
than being just the speech in fragmems - the 
speech that breaks into, and thus breaks, the 
monolithic certainty of (he unitary speech, 
the speech of the whole. The spo^ in 
fragdtents, on the other hand, may be just 
that: lying scattered in fragments, but not 
necessarily a fragmentary speech. Rather 
than scattering the whole, critiquing it, 
reaching for (he unlimited within speech, it 
may scatter itself to nullify the fragmentary, 
(he plural in (ruth it fails to create. The 
speech in fragments, as such, is only 
potentially a fragmentary speech, but with 
a potential that may be realised. 

The speech in fragments is not, 
nevertheless, a prerequisite for fragmentary 
speech which - even though plural - may 
itself remain in a single piece, a piece that 
may give the appearance of a unitary whole 
but actually subverts it from within, through 
a movement that is fragmentary in nature and 
(hat becomes visible in thought - in language 
- but not necessarily on paper. Thus it is 
more of a strategy than a form - what Poulet 
calls ‘tricks' and ‘devices' a strategy that 
may decide to appear in fragments on paper 
or may not so decide. 

VI 

A theme that emerges from this delineation 
of the fragmentary speech - of the plurality 
ot form and style in thought, in language, 
if not also visibly on paper - is the theme 
of the surplus of meaning, of its excess that 
this speech leads to as different from its 
disappearance in the unitary, the holistic 
speech. The creation or discovery of this 
excess, of (bis surplus thus becomes a 
necessary condition for feeling.'' It adds a 
new dimension to the notion of feeling, 
namely, that our understanding of a 
phenomenon remains inadequate till the 
excess in its meaning is revealed and 
comprehended in the same movement of 
fragmentary speech. Fragmentary speech, as 
such, does not only create or discover the 
inaccessible in the phenomenon to be 
understood, it also helps us simultaneously 
to feel its presence, puts us in its place. It 
pushes us to teach where slothful speech 
cannot reach, has no desire to reach. 
Slothfulneu is a characteristic of the unitary, 
of the monolithic, of the speech merely in 
name - the speech thM refuses to do speech 
in the only way true speech it possi¬ 
ble: strMching speech to its extremities, 
exhausting it, extinguishing it in truth It itself 
creates seemingly in itself. Such it not the 
speech that plays safe, that ducks the face 





h ti aftaki to fiice, for inatancc {Mi'race of 
the tk moOTtte ttocthwa: 

The prabkm of deiiK>cratic dectkmi bad u 
much 10 do whh fteedom u it did whh the 
tainint of chance. The manafemett of laiye 
populations helped create what the Preach 
called (be morai Kience of staUslks. Wbal 
boganassliidinindeviancyanddeniognphy 
- suicide, epidemics, crime, death rates - 
extended to voting behaviour. Elections 
belonged to the same indeterminate world 
of managing the consent of large papubnkms. 
In managing populations, social science and 
propaganda were bom as incestuous siblings. 
Whia had to be understood with as much 
objectivity as suicide rales or crime was 
piMkopinion. The trajectoriesof (he crowd 
now became election behaviour.'* 

Or thit face of the science of election: 
While democracy was about the 
individualising an of government, the study 
of election behaviour, of propaganda, was 
about generalised governability. There was 
an enlightenment air about it. Election 
studies, like the enlightenment, value sight 
and the visual. They represent the optical 
transparency of the enlightenment caught in 
the graph, die survey, (he census against the 
noise and smeil and touch of the crowd... 
The transformation of the crowd to public 
opinion is a revaluation in terms of the 
senses. We move from noise and smell to 
sight, the preferred sense of the 
enlightenment. The bloody, sweaty crowd 
is now a bloodless ehail.'* 

Such is also not the speech that is oblivious 
to the btauiy of speech that can be created 
even, for instamx, in a speech about elections: 



failed to oppMT wiUM**- 
bad Mm bappeiwd beforeJK WdfWl 
a little wbHe iooger. wetebioi i Wp.lx 
pillow the old |ady oppoaWe 
to be peering at him wWh » 
unusual even for her, bet thee, 
both pot out and hiuifry. be •*■*”**^ 

At once there WM a knock •< the 
a man appeared whom he bad never ae« 

before in the house.^ 

A speech that is oblivious to the every¬ 
day, to the ordinary in the political. No. 
That is not the spe^ I have in mind. Not 
at all.’’ 

VU 

1 will mention at the end (and leave 
undiscussed here) a point about the 
appearance of the fragmentary speech on the 
two-dimensional surface of the page. That 
is, if a speech - or a multifarious fragment 
of many a different but connected speech - 
has to take shape on the Hat surface of the 
page, (his surface becomes a hermeneutic 
block for this speech. For, (his surface, being 
what it is, changes (he contours of this speech, 
of what is there jn it, and turns it into a speech 
that it is from the speech that it could have 
been. 

This fundamental block is ablock, as well, 
for feeling: the forms and styles which could 
possibly speak, in writing, of things political 
would suficr from the presence of this hltKk. 
This block, then, needs to be overcome. But 
how?’* 


One associates blood with revolution while 
elections are relatively bloodless affairs. 
Revolutions as representations look bloody 
and pagan, smocking of giant animal sacrince 
involving the elimination of a social strata 
as the collective scapegoat. On the other 
hand, elections seem less pagan, more 
Christian, an offeringof white flowersnither 
than a bloody sacrifice.’" 

Nor is it a speech that is obliviou.s to the 
horrible in speech chat it may itself shape 
tocapture the horrible in a political situation, 
a situation that may appear in the garb of 
an existemial one: 

When Gregor Samsa woke up one morning 
from unsettling dreams, be found himself 
changed in his bed into a monstrous vermin. 
He was lying on his back as hard as an armor 
plate, and when he lifted his head a little, 
he saw bis vaulted brown belly, sectioned 
by arch-shaped ribs, to whose dome the 
cover, about to slide off completely, 
could barely cling. His many legs, pitifully 
thin compared with the sixe of the rest of 
him. were waving helplessly before his 
eyes.” 

Or oblivious simply to a political situation 
dut dccun every day in the tifeol the ordinary 
people: 

Someone mutt have been telling lies about 
Joteph K, for without having done 
anything wrong he was arrested one fine 
naorning. Hit landlady's cook, who always 
brought him breakfast at eight o’clock. 
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Ethnic Conflict in South Asia 
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THE whole of south Asia is facing the acute 
challenge of ethnic trouble, be it Sri Lanka, 
India, Pakistan. Bangladesh or Bhutan. The 
process of nation-building is proving to be 
a most challenging one. Specially so as the 
former colonial masters had dnwn arbitrary 
boundaries and building cohesive nations 
within them is no easy task. From hindsight 
it can be said that it was perhaps easier to 
get freedom from western imperialism and 
much more diflicutt to build nations out of 
what it left behind. When we were fighting 
against the British we were united but differ¬ 
ences cropped up once they left and the 
proceu of nation-building started. Of course 
communal differences had cropped up before 
independence itself resulting in the vivisec¬ 
tion of the country, but ethnic differences 
emerged only later. 

Many scholars in south Asia as well as 
in the West are studyingethnic and communal 
conflict in this region. A number of works 
have been produced on the subject This 
topic is gaining more interest among scholars 
as ethnic conflict gets more intensified. 
Duringthe 1980s both ethnic and communal 
conflict got greatly intensified in the entire 
south Asian r^on. Bengali ethnicity asserted 
itself aggressively during late 1960s and 
Pakistan broke into two. The two-nation 
theory, based as it was on religion, became 
totally irrelevant. Two-nation theory was, of 
course, never a sound one. It gained momen¬ 
tum temporarily on account of the communal 
imbroglio. It was propounded by Jiruiah rtot 
because he seriously believed in it (he himself 
contradicted it in Ids speech in the Pakistan 
National Assembly on July 11, 1947) but 
to exert pressure on the (Congress leadership. 
In fact it was more on account of follies arid 
blundms that Pakistan came into existence 
than due to religious differences. 

Whmever the causes of partition, ethnic 
ctmflict is there to stay with us for a long 
time to come. However, its intensity varies 
from region to regioa In Sri Lanka tbcTamil 
question has assumed such violent 
dimensions that it seems, at least at present, 
beyond any scdulion. All attempts to solve 
it have proved highly frustrating. Pakistan 
is being lorn by ethnic conflict in Sindh and 
by sectarian conflict between Shias and 
^nnis in Pimjab, India’s north-east is in 
turmoil and Kashmir is passing through a 
violent phase. Bangladesh too is facing 
ethnic trouble in the Chittagong Hill 


Tracts. It also has the problem of its Hindu 
minority. 

The volume by Ishtiaq Ahmed, a Pakistani 
who teaches in Sweden, is a very ambitious 
attempt, covering whole of south Asia in one 
volume. What it gains in expanse, it loses 
in depth. Nevertheless it is useful for those 
who want to be introduced to the problem. 
Thebookisdividedinto lOchaptetsincluding 
an Introduction. 'The second chapter deals 
with ‘Ethnicity, State, Society and Nation'. 
The author informs us that ethnicity as a term 
of social science is of very recent origin. It 
was, according to him, employed by social 
scientists first in 19si In fact this is the 
period when one country after the other in 
Asia and Africa was being liberated from 
colonial rule. ‘Hhe concept of ethnicity”, the 
author writes, “was advanced as a generic 
term covering tension and conflict arising 
out of the cultural heterogeneity in a territorial 
state. In many senses it was put forth as a 
replacement for class to conceptualise social 
sutitification in society." 

Manist social sciemisis of course had 
rejected the very concept of ethnicity and 
asserted instead the importance of class as 
a tool of analysis. Hamza Alavi, for example, 
contrasts ethnicity with class and asserts that 
class membership is based on division of 
labour and is not, therefore, amenable to 
subjective manoeuvre. On the other hand, 
ethnic identity contains no permanent 
boundaries. It is essentially a reactive 
awareness formed in a given situation, while 
class deriving from status and location in the 
system of production is real and rational. 

However, the post-colonial experience of 
almost all the liberated counuies shows that 
ethnic conflict overwhelmed class conflict. 
In the entire south Asian region today one 
will find ethnic conflict raging whereas there 
are hardly any traces of class conflict The 
regional imbdances in tlm process of uneven 
ecotromic development have posed a more 
serious challenge. The regional elite 
aggressively asserts its idemity vis-a-vis ^ 
natirmal identity. Oass identity expres&r 
itself through working class movements but 
workers themselves get divided along 
comroimal orethnic bnet. It is oftenobserved 
that woiken assert their class identity only 
on the shop floor and assert their ethnic or 
communal identity outside. It is true that 
ethnic movements ate ted by educated youth 
- Punjab, Kashmir and no^eatt in India, 


Tamil Elam in Sri Lanka or Qaumi Muhqjir 
Movement in Sindh. The ethnic movemenU 
have their limitation as these are not man 
movements and tend to be tenoiistic. Armed 
movements can hardly become mass 
movements. 

The author defines ethnicity in very broad 
terms asunder, the tendency ohiuinanbdiigs 
to associate with one another around shared 
religion, sect, language, cultural tradition, 
belief in common ancestry and a host of 
other panicularist ties. The feeling of belong¬ 
ing together, of sharing common s)rmbols 
and a structure of discourse is usually multidi¬ 
mensional, constituted by more than one so- 
calledobjectivecharacteristic.Ishtiaq Ahmed 
also makes it clear that the terms ethnic 
group, cultural group and comnuinal group 
have been used interchangeably in his study. 
In fact we in India and Pakistan distinguish 
between communal and ethnic. It is. I think, 
necessary in the south Asian context. It is 
Uue incertain cases that ethnic and communal 
overlap, for example in Sri Laitka arul in 
Kashmir. But even in these instances the 
regional factor is more important than the 
religious one, though thelatterhelps the former. 

In the third chapter ‘The Nation-Sttte 
Project versus the Separatist Project i n South 
Asia' the author deals with various theories 
of state formktion and society. It is again a 
vay complex issue and no less controversial. 
State, according to some scholars, is 
overdeveloped in south Asia and an external 
imposition. According to this theory, with 
its origins in the advanced capitalist system, 
the state is 'overdeveloped' in relation to 
society. Not only is society in general less 
developed than the state but also the 
indigenous dominant classes consisting of 
the bourgeoisie and landowners ate less 
advanced than the stale. This is no doubt true 
for certain regions in south Asia, but not for 
the whole region now. This applied to the 
entire south Asia when it became free in the 
late 1940s but for countries like India much 
has changed since and society and classes 
have also developed and are no more 
peripheral to the state. The slate is gradually 
losing its autonomy in favour of society. It 
is no more an imposition from above but an 
outgrowth from society. 

The author makes an interesting distinction 
between imeliectuals and intelligentsia in 
the process of nation-building. According to 
him the construction of a national identity 
and ideology is attempted by a rather special 
group of opinion-builden which includes a 
leader and a coterie of devoted intellectuals. 
This group is articulate and innovative and 
spedalisesinemotivenarrationof grievances 
in a cultural discourse. The intelligentsia, on 
theotherhat>d, w p resen tabioaditfBlum which 



it cloMly linked lo society. It is an inter¬ 
mediary stntuffi between the elites and intel¬ 
lectuals, whoanfartemovedfiom the masses,. 
and those who are in touch with them. They 
come mostly from the various professions. 

The fourth chapter deals widi a theory of 
ethnic conflictand separatism in multicukurBl 
I post-colonial stales. The author makes an 

; important observation that unlike western 

states with democratic traditions of tong 
I historical standing and continuity, which 

I have acquired a strong cultural interface 

I with the larger society and devised common 

! rules on the distribution of wealth and other 

I rewards (unequally) under advanced 

I capitalism, the multidultural post-colonial 

I states inherit not only a w^ interface 

between the modem state and the anciem, 
complex society but also a weak ecoiwmic 
base (for example, an agrarian economy) to 
respond to the increasing volumeofdemaixis 
which modernisation and development 
inevitably generate. The author concludes 
that modernisation and development, along 
with the ideological, political and cultural 
inputs to establish a stable support base in 
society for the state and the dominant classes, 

, can be described as the main ingredients of 
^ the nation-state project, 
i 


In the flMi chapter the wthnr throws Ught 
on the cultural and poUUcal heritage of the 
IndiansuboaatiiienLHedealswithtbeHiadu- 
Muslim problem in some detail and er^hrins 
the factors lesponsible for the partition of 
the country. The teal problem was not 
religious differences but Hindu-Muslimdite 
competition. The Muslim minority was fast 
losing out in UP. He poinu out that the 
Muslim elite's share in the highest 
government ranks declined from 64 per cent 
in 1857 to 35 per cent by 1913, though still 
it was timre than double their population 
share in UP. It is interesting to note that in 
Punjab also the Sikh intelligentsia felt that 
their share in jobs, particularly in the army, 
came down from 37 per cent to II percent, 
though this was still much higha- than their 
population share wananted. Sharp grievances 
arose among the Muslim intelligentsia 
because of this fall in their share of jobs. The 
author provides a great deal of useful data 
on the number of seats won by Muslim 
Leaguein 1937 elections and 1946elections 
statewise. He also throws light on why the 
Cabinet Mission Plan failed. 

Ishtiaq Ahmed then deals with the 
contemporaiy ethnic and communal situatim 
in the countries of south Asia. There is great 


deal of useful infoonalion on every aspect 
of the ethnic and comiminal problem in these 
countries. In India he deals with the Punjab 
and Kashmir problems. Both problen u are 
dealtwithiniomedetail.However.lbeiioitti- 
east is not mentioned at all. No serkMi book 
on ethnic conflict in India can ignore the 
north-east. The chapter on Pakistan is also 
quite informative. Though the author is of 
Pakistani origin he deals with the ethnic 
situation in Pakistan - minorities such as 
ChristuBif and Hindus and sectarian probtems 
between Ahmadiyas and other Muslims and 
Shias and Sunnis - with remarkable 
objectivity. On the linguistic front he de^ 
with the I^njabi and Saraiki issue, Pakhtun 
and Baluch separatism and the Mohajir 
problem in Sin^. He deals with the Sindh 
situation in much greater detail as it is causing 
much ethnic bloodshed. He throws detailed 
light on the historical aspects of the Sindh 
problem. 

The other two chapters deal with 
Bang! adesh and Sri Lanka and the last chapter 
attempts a comparative analysis. The 
will be found useful, specially by students 
of ethnicity in south Asia. It is a useful part 
of the growing literature on this problem in 
this region. 


^4i Throughout South Asia, women SPEAKING OUT 

have been organizing to gain Women's Economic Empowerment in South Asia 

MARILYN CARR, MARTHA CHEN 

44 required LcreaUngsucceiful and RENANA JHABVALA 

enterprises. In the process, they have increased not only their earning capacities but have 
. overcome many barriers to women’s participation in economic development. This book 
documents the experiences of seven NGOs In India, Pakistan, Bangladesh and Sri Lanka who 
have been successfully working with rural and urban poor women to evolve strategies for 
:4' ; bringing about women’s empowerment. 

1997 ■ t52 |M8m ■ Ra 250 (impot) 
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WOMEN AND KINSHIP 

Comparative Perspectives on Gender 
in South and South-east Asia 

LEELADUBE 


order to usher in gender equality. The author’s 
basic argiffnent Is that differences in kinship systems 
and family structures account for critical variations 
in the ways in u^lch gender operates in different 
societies. 

1997 ■ 224 |»a« ■ Ra 275 (dodi) 


Departing significantly from existing 
approaches, Leela Dube argues forcefuly 
that the school of thought which holds that 
the family and therefore kinship systems 
^uld be staWe has to be 
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_j4Staliook Me: the 

■ •PWPMC ill the namber of 
l^"®w«|»ged ia non-egricultunil 
prOTCGtion; Mid the counter-hypothesis of 
Moms ihM there was an increase in the total 
mwiber of weavers in India after 1800, Che 
impofts from England notwithstanding, 
because of the absolute increase in the size 
of the market 

The discussion begins with K N 
Chaudhuri’s article on the structure of the 
Indian textile industry in the 17th and 18th 
centuries within the framework of economic 
theories of comparative advantage, location 
theory, etc. This exercise is not always 
effective, though Chaudhuri's broad 
conclusions are insightful and give a good 
understanding of the general features of 
textile production. In a significant analysis 
. of the weaver-merchant relationship, 
Chtnidhuri argues that the faetthat production 
was financed through commercial advances 
did not mean that the weavers/producers did 
not have any bargaining strengths. 
Commercial advances reduced the risk for 
the merchant who could be assured of the 
required quantity of cloth of standardised 
quality, while it assured the weaver of 
adequate working capital. In the early 18th 
century when many major cloth proving 
regions, especially the Cotomandel, were 
plagued by political insubility. famines and 
otho' disturbances, Chaudhuri suggests that 
weavers might have shifted from cash 
- advances to foodgrain and yam advances. 

. Thus the implicit statement is that the crisis 
. of weaving began primarily due to 

■ endogenous factors. The gradual 
deterioration in the condition of the weaver 
is also seen from the sharp fall in the labour 
component of the cost of production from 
about 34 per cent to less than 20 per cent 
in Bengal. 

One of the problems in reading a study 
about 20 years after it was first written is 
that the leader's perspective changes due to 


fiaodlooms and Empire 

Jm CSoloalal Indfai edited by Urthankar Rt^; 
pf» 338, Rs 42S. 


.jlhecoiitimilng reaeareh in the flekL While 
'^^Ibcia^biMBrieal MMlyiia BOW kea In- 
; Miidta, the bmcto MMdyiii 

wUKvpvMnuiSfii m DnMOwnni tcKm me 
eMserie^tiniMlburnajorngi^ 

ChiiMM, CkNonMiiid and Bens*! - often 
' ieMu to be iadcing in dqidi. It is also dear 
thtt CSuudhuri’i main retoenoe point is the 
trade with Europe. Thus when be talks of 
a ‘cost advantage’, this is vis-a-vis wages 
and production costs in Europe. This again 
gives a distoiled view, ignoring as it does 
the central place that Indian textiles occupied 
in Asian trade. 

Arasaratnam's contribution enlarges on 
the theme of merchant-weaver relations in 
the Coromandel region. Arasarauiam also 
stresses that the weavers retained a 
considerable d^ree of autonomy when they 
were dealing with the Indian nwrchants. The 
merchant, afterall,could not flinction without 
the weaver and the two existed in a bond 
of mutual need. Arasaratnam describes the 
weaver in this situation as a ‘price worker' 
(as Weber would have termed it), and 
attributes the independence of the weaver to 
“the social structure of the weaving village, 
and the forces of traditional influence and 
hierarchy in this structure...". This social 
world of mutual accommodation gradually 
disintegrated as the English began to control 
the weaver directly, bypassing the rnercham 
intermediary, and the weaver was reduced 
to the status of a 'wage worker'. Thus, the 
crisis began with the exogenous factor of 
English intervention rather than as a result 
of internal factors. Arasaratnam’s 
reconstruction of social relationships of 
weaving villages deftly extrapolates data 
from the 1871 Census into his toic analysis 
of the 18th century in a kind of seamless 
synthesis. This would be valid only if we 
hold that the continuities in social systems 
were extremely strong, but Arasaratnam's 
analysis can be challenged only with further 
historical research into the nature of caste 
and occupational structures in the pre¬ 
colonial period. j, 

Hamceda Hossain’spieceon Bengal intbe 
laiierhalfof the ISthcentury infact describes 
a scenario which was not very different in 
essentials from the experience of weavenin 
the Coronumdel, and corroborates ail the 
horror stories which are established in our 
historical memory of the sufferings of the 
weavers under the English. The Anther 


diOKiuion in Bengal was that weavers were 
alsopeasMtts.andwMesul^ecttotheconirols 
of the local zamindar* as well aa the 

n>iddIeinenandCompMiyofficiaU,ltiscleM 

that Bengal is the region for which the 
ddndustiiaiiiation thesis would be valid. 
Roy. in his Introduction, a«rib«BS the eiiiis 
faced by the Bengal weavers to the iKt that 
Bengsi textilra wore very Umltod in range, 
wore weak in the use of dy«s and lacking 
In techniques of producing tnUed ftdtrics 
(silk-cotton) and tbe use of aui. The only 
adventage for export merkets ley in the 
relative cheapness of production cosu due 
to lower wages and the Bengal weaver 
lacked the adaptability of weavers in 
other parts of India, it would seem that 
an additional, if not alternative, explana¬ 
tion would be that by the mid-18th century, 
textile exports to Europe from the 
Coromandel had fallen because of the local 
problems, and Bengal had become the 
main supplier of textiles to the European 
markets. This excess concentration on a 
single export market meant more concerted 
efforts on the part of the exporter to 
monopolise production and adeeper collapse 
when the market failed. 

If these three papen deal with the decline 
of the textile industry, the papers of Specker. 
Yanagisawa and Roy together form a 
continuum and trace the patterns of survival 
of handlooms in India. Lorricing at Madras 
Presidency in the I9lh century, Spccker 
comments on the marked year-to-year 
fluctuations in textile production, indicating 
a high degree of vulnerability to local 
economic crises, especially in agricultural 
production. In the long run, however, 
especially after 18S0, there was a clear 
increase in loomage in the Presidency - by 
at least 2S per cent between 1830 and 187(b 
71 and a further 7 per cent by 1889. The 
weavers survived by shifting to the 
production of coarse cloth, though there 
were very small pockets of production of 
traditional ftne cloth for the upper castes/ 
classes. Thus, while there was no 
deindustrialisation in the quantibui ve sense. 
Specker also points to the pressure of over¬ 
supply in the coarse varieties and the 
consequem impoverishment of weavers. 

Yanagisawa atudies the Tamil diitricts of 
Madras Presidency, and he describes a more 
complex pattern of product-mix catering to 
difTerent matkM segments- fine cotton and 
silk, with zari borders, catering to the hi^ 
income groups, artificial silk, intitative of 
the finerfabrics for the lower middle kKome 
groups, coloured cloth (Madras 
handkerchiefs and lungis, eqiedally) for 
export and coarse cloth for the inaaies. 
Yanagisawa alao makes note of two kinds 
of cultural facton which influenced the 


f 


* 1 ' 1 "i 




demand fot cloch - one, ’laiwfcririaation’ 
which meant that upper class non-bnhinins 
wen beginnliv to adopt iqerc bcabo^kal 
dress habits, particularly a nodceaMe shift 
todik; two,ftm continued pieftMioemnoiis 
women forltetnKiHkma) iniiwlMrananen 
had bt^ to prefET wedem sQde tattosed 
clothes in ptnfMeiiGe to dm tradMcauddhotia 
and sqgavsttrams. 

Roy takes the discussion AmhorMo the 
20th cemwy, and though a gleet part of Ms 
paper is devcaed to dau and metutapement 
problmns,hisoonclusiama(ealaoin(eretftiv. 
In the early years of the 20th century, Roy 
arguea, the Indian mill sector dispisced 
■mponed cloth, and Indian null cloth emerged 
as (he leader in the market. Handlooms 
accounted for about one-third of the cloth 
produced in the nuoket. Yet, in value terms, 
handlooms accounted for about 48 per cent 
of the total cloth thioughdut the 1930s. As 
the relative proportions of market shares in 
terms of volume and value would indicate, 
the handloom sector was dcTinitely shifting 
towards higher value products, and a 
noticeably higher share of silk, artincial silk, 
and mixed fibre fabricsinits total production, 
accounting for 72.4 per cent of (he total 
market share in these fabrics. 

When taken together, there are certain 
inconsistencies and discrepancies between 
the conclusions of Yanagisawa and Roy and 
of Specker. If one historian argues that 
weavers survived by shifting tocoarsefabrics, 
and the others state that weavers turned to 
finer fabrics, the question which has to be 
answered is when was the weaving of fine 
fabrics revived? Most production techniques 
in India in traditional industry, and this 
includes weaving, were based on hereditary 
skills and intergenerational transfer of 
techniques and empirical knowledge. 
Specker’s argument that weavers had 
switched al most exclusively tocoarse fabrics 
does not seem fully correct if we look at the 
divcfsification to fine fabrics recorded by 
Roy and Yanagisawa, for how would the 
weavers have retained this skill after nearly 
a century of producing only coarse varieties? 
In fact, another problem with all the papers 
is that while supply-side facton are discussed 
at length, factors affecting demand, namely, 
the growth of population, employment arid 
income, seem to be taken for granted. Only 
Yanagisawa takes note of demand patterns 
in different segmenu of the market, both 
within India and abroad. 

The three papers by Robena, Cuba and 
Haynadeal with specific and little teaearched 
aipccti of textile production. Pondicherry 
w.’is a timior exporter of indigo-dyed cloth 
evi n in the 18th century. Roberts traces the 
mnincatioiii of this export trade and the 
links betwe e n the proiitoion centre, the 


main nutifcet In Sewcjii* ^ ft wo yw 
economy wWchln«tiWlfIlpOrtW|l**®** 
Senegal fttr uee in ft* own prinied Umt 
indu^. Ouha oovan the Negpur region, 
which has a qweW Iniemt beceuie it wei 
linked to dm Jatgrr indiao market only 
relatively leie bf ntMways. Several Ikton 
lidhMOoed dm Uftoiy o^teMRoone in iMf 
ene - the ootBpetidoti fron Bhgbih mIB 
cloth, dmabbna 9 eiofoottoo,dmevaaabUity 
of mill yam and dm d e vehtpinent of local 
mills. Up to dm 1930a. while overall 
emptoyment in iextilei dacHned. pinductioo 
of doth actually Increased due 10 the adop¬ 
tion of innovatioiM like the fly shuttle, 
though subsequently dm sbere of hand- 
looms declined as local mill cloth became 
available. Cuba's preoccupation with 
quantification dislracU our attention from 
the qualitative analysis that he is making. 
Haynes’t account of jari manufacturein Sunt 
stresses, as the title itselfsays, the dynamics 
of continuity in Indian domestic industry, 
and the main focus is on the artisanal family 
firm. 

A noticeable deficiency in this book is that 
there is no mention of textile production in 
Gujarat, a nugor textile producing region, 
nor of the industry in other pockets like 
Punjab, Benaias, etc. in all the discussion 
about ‘deindustrialisation’ and 'survival', 
there also seems to be a tendency to see 
importsofEnglishcloth as an abstract factor, 
rather than as a concrete reality which was 
purposefully trying to comer the inefian 
market. Academic analyses of handloom 
cloth in general terms as ‘coarse’, ‘medium’ 
and ‘fine’. for instance make no note of the 



demandi. I can dm dm ease of Ike 
dye(‘ikat’)woveB*Tfl&’ ‘weiah’prodwaed 
in south coastal Audbn Aadeph wMefi 
was worn by many of the pooMr aitlemi 
oommmMcs. MHI-iiiade Trtii mmmIs of 

alii>«Mti>«ae««iyt ftfnirfi^t> M pf i ||fi^li Kj f Wtlll 

espoited from Eflcfamd, at wem‘taeaM 
deaigns and saris with bonten, am. an 
designed for specific markets. Whether our 
r es es reh es on hand-looiM can really over¬ 
look such competidon remaiiia queatHmahle 
in my own mind. 

My last comment would be sboul the 
curious process by whicb p^ma have been 
chosen for inclusion in this volume. 
ArasarWruun’i p^ier wns included even in 
a previous colle^ion Of essays from the 
same journal {Merchemu, Markets aad the 
Slate in Early Modem India, Sanjay 
Subrahmanyam (ed)). This as well as the 
papen of Chaudhuri mid Hotaain are to 
be found, with little modificatian. in thdr 
books, already published. On the other 
hand, papers from unpuUisbed disserta¬ 
tions (as for instance, the paper by 
Swarnalatha and Sudhir on northern 
Coromandel) have not been included. Such 
criticisnu apart, this book would be of great 
interest to the growing number of tcbolan 
working on mxtiles and will, I hope, lead 
to more regional studies of handlooma both 
for earlier periods and in the current state 
of crisis. 
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INPRASTRUCTURE LEASING & FINANCIAL SERVIC'ES LIMITED 

ANTsrUAJL CIENERAZ- MKETINCJ: STATEMENT OF DKEPAK S PARKKH, CHAIRMAN 

. Government has made significant progress in 
I developing private sector participation in conimeictal 
infrastructure. In most sectors, policies have been 
clearly formulated, and the necessary changes to the 
statutes have also been enacted. Individual Ministries 
as well as State Governments have laid down 
transparent operational guidelines for the implement¬ 
ation of projects. As these guidelines are implemented 
with increasing efficiency, I believe that projects 
would move forward, and the efforts of the preceding 
five years would bear fruit in the medium term. Thus, 
the direction has been set in terms of commercialising 
an array of projects in the field of telecommunications, 
power, surface transport and water supply. 


Deepak S Parekh 

LADIES AND GEN'ILEMEN ; 

It gives me great pleasure to welcome you to the Annual 
General Meeting of your Company. The financial results 
for the year ended Mareh SI, IW have been with you 
for some time, and t-nu would have observed tliat your 
Oimpany has been able to maintain operating profits 
at largely the same letrl as in the preceding year. During 
the year under review, your Company faced a difficult 
woi*ing environment, which impacted a number of 
businesses of wur C:ompany : 

(1) Progress in the infrastructure sectors remained 
slow, and no significant project in the country achieved 
a financial close. The infrastructure projects sponsored 
by your Company also made only limited progress. 

(2) Ihc capital market remained moribund with 
artint)- in the primary markets coming to a standstill, 
rhe lack of investor interest also rendered conditions 
in the secondary' market to be adverse. As a consequence, 

.industrial projects also faced funding constraints that 
hindered their pace of implementation. 




SOCIAL INFRASTRUCTURE 

four f.ompany was among the first Institutions to 
wnnire into the field of commercial infiastrucnire. The 
initial projeet.s sponsored by your Company are the fint 
of their genre in the country Some of these projects 
including a toU road, a VSAT joint venture, wind fami 
and a design engineering joint venture, are today fully 
operational. These initial projects have contributed to 
the establishment of an Institutional framework that 
has catalysed other projects in such sectors. 


I believe it would be useful for your Company to 
similarly catalyse a focus on social infrastructure, by 
sponsoring prototype projects on a commercial bub 
m the field of education and health. There hu been 
increasing social awareness in India of the new economic 


below optimal levels. Ciwn these conditions, I believe 
the operating income achieved, to be quite satbfactory. 

COMMERCIAL INFRASTRUCTURE 
Notwithstanding the difficulties faced, the 


individuals arc not concerned with macro economic 
vari^lcs nor the country’s balance sheet objectives. 
Their concerns ate more focused around the nuclear 
family, the prime concern being the education and the 
health of their family members. 


The approach paper to the Ninth Five >w 
kkmifies the provision of social inirastnictiue 
focus area. Social infiwtructure encompasses health, 
education, sanitation, urban amenities, recication, etc, 
which are sometimes seen as non<ommercial segments. 
I would prefer to re-dcfinc social ininstructure as ‘^ose 
elements that arc important to Sustain, Provide For 
and Empower a better quality of living” or to put it 
differently, Personal Infrastructure. 



HISTORICAL PERSPECTIVE 

It is useful to consider a historical perspective in so far 
as the creation of social infrastructure is concerned. For 
much of history education was deemed to be a privilege, 
and less fortunately placed citizens were not accorded 
the benefits of education. When education was 
extended beyond the priiileged few in isobted instaiKes, 
it was done as an act of patronage or as part of a broader 
philanthropic outlook. Similarly, the health of the 
average citizen was seldom a matter of public concern, 
and here again, the provision of medical services had 
more to do with philanthropy and fulfillment of a social 
cause. Thus, the building of hospitals, schoob and other 
similar Institutions was never a commercial activity or 
a provision of a service that was the cndrlemcnr of a citizen. 

FRAMEWORK FOR CORPORATES 

This historical pcrspcctiNX has contributed to our present 
framework of operations. The sj-stein of ptruiiagc as a 
means of funding health and education is well encrypted 
into our fiscal framework with provisions made fur 
donatioas to educational Institutions and hospitals. 
Unfortiuiately these provisions also stipubte that the 
recipient businesses of education and health must be 
carried out on a non-profit basis, and a non-commcaial 
basis. As a result, Covemment dominance in the field 
of social infi^tructurc remains high, but given the 
constraints of budgetary allocations, the qualirv' of 
delivered services leaves much to be desired. In a manner 
of speaking, the historical perspcctis’c on donations and 
patronage has rendered the development of social 
infrastructure to be a host^e to the past. 


This fiscal framework is quite inappropriate for 
Clf^rates, who arc reluctant firsr time donors, 
thattooofsi^riiun provide sustained donatioas, and 
be a social cause. The fraitwirs, for what is deemed to 
in-built sustainabilit)’ as existing inu-^ot provide for 
on philanthropy of individuals and noi'w.,,.^ 
Insritutional focus or aspiration. Thus our existing 
schools, colleges and hospitals arc over-crowded, arjd 
even in the case ofsuccessfiil establishments, replication 
and expansion remains a rare cKCurrcncc. 

One of the key issues that we must address today is an 
enhanced role for the private sector in delivering quality 
social infrastructure services. There is a need to outline 
Institutional frameworks as well as look at financial 
engineering to deliver services that arc self-sustaining, 
and that arc available to all segments of .society; Recourse 
to modern technology would be particularly useful in 
progressing such a framework 

CORPORATE INVOLVEMENT 
IN EDUCATION 

There has been till date only limited Corporate 
imtilvemctir in the field of education. Uliilc there are 
notable exceptions like the educational Institutions 
sponsored hv Groups like the Tatas and 2irlas, the 
contribution of most Corporates has largely been 
marginal. This is somewhat of a dichotomy as 
Corporates have the most significant presence on the 
demand side of education, in that the stock of educated 
personnel groomed by our system is largely pre-empted 
bv the Corporate sector. The requirements of 
Corporates for particular di.scipllnes in turn diaates the 
mind set of the graduating class. 

tiM tifcbacfejpapw I 






Concurrently, Corporates spend significant sums of 
money anmullv on training pnrgrammes, and other 
initiatives aimed at human capacirv building. These 
progr.immes are at times dictated bv specific 
requirements that are unique to a particular 
Organisation. In part, and especially in the financial 
sector. Corporate programmes are onh' a reflection of 
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IjuTr.^nal M .tcm The co,t of t*ilor m*> Uttoiog pngnmmc tuiog VSAT$ for deiivcrittg i 

p^jgtMtuives for Corporates is as prohibju^ stmtby ipeculiff counes in $cbooU. Technology partnen have I 

of power generated by a caictn need u well as scope been selected for this project, and International I 

mechanism. Tb«rthese costs and these ptogrammes; Institutions have evinced interest in extending funding I 

{Qj^p^atated, Corporates needto be more significantly support. I expect this programme to take more crmcrete I 

'^involved on d>e supply side of education. shape during the yeai; with the initial project caterii^ I 

to around one hundred schools. I 


SEGMENTATION OF EDUCATION 

Education can be segmented into pre-pnmar% primary 
and secondary schools, under graduarc courses, post 
graduate courses and specialist Institutions. In order 
to commercialise education, I believe it would be most 
useful for Corporates to work at diree levels i.e. schools, 
specialist Institutions and learning programmes using 
technology I have a specific rationale in putting forward 
this suggestion : 

(1) The quality of education in our schools is 
recognised to be less than optimal given a poorly 
designed curriculum, and demands for rote learning, 
coupled with high peer pressure on performing well. 
The system pays little or no attention to developing 
vocational aptitudes or in providing assurances in 
relation to post school courses. As a result, the entry 
barriers for the lesser privileged are high : the 
environment today just docs nor permit for a latter day 
mathematician like Ramanujan to be recognised. 
The involvement of Corporates in schools would 
provide opportunities for higgler quality learning to 
the largest number of individuals, thus providing for 
greater impact. 

(2) In a world of increasing specialisation, there 
is a need for specialist technical and managerial 
Institutions. It is the history of mankind that a small 
number of individuals have inevitably dictated the 
fortunes of a larger society The creation of specialist 
Institutions by Corporates would provide an 
opportunity for a cadre of qualified individuals to hone 
their skills to a greater extent, and widi a resultant 
larger contribution. 

(3) Fmally, we need to look at technology to 
deliver education, to assist us leap frog more easily and 
to reach across our large land mass. The existing 
initiatives of oiganisatioiu like Bhandya Vidya Bhavan 
and NlTl' in the field of computer based education have 
been well received, and are a step in the right direction. 


THE HIDDEN COST OF EDUCATION 

When your Itutimdon first looked at the provision for 
commercial infrastructure, it was readily apparent that 
the delivered cost of services would prove to be 
significantly higher than the delivered cost of services 
relating to projects sponsored by Governments. This 
has proven to be true in the fields of surfiKe transport 
as well as power. The field of tekcommunicatioru is 
possibly an exception, as tariffs stipulated by 
Governmental monopolies remain usurious. However; 
the hidden cost of poor commercial infrastructure is 
well documented by the higher cost offuel and repairs 
resulting from poorly maintained roads, or the loss of 
production caused by the vagaries of fluctuating voltage 
and continuing brown outs. 

Similarly, the hidden cost of education is today 
unacceptably high. Teachers are poorly paid, with 
schools facing ensuing difficulty in attracting and 
retaining talented personnel. The poor pay scales render 
extra school tuitiotu to be the order of the day as is foe 
need for accessing additional material beyond foe text 
books made available in school. The entry of foe 
Corporate sector may well render it possible to make 
foe teaching profession more attractive. 

The provision^commerdal education through tutorial 
classes and specialist Instimtiotu is widely prevalent, 
although it is typically in the namre of a cottage 
industry. It is apposite now for greater Corporate 
involvement, leading to foe delivery of higher quality 
and Institutionalised educational services. 





.... 

MEDICAL FACILITIES 

With our growing population bate, the need for a iaigc 
number of quality medical establishments scarcely Dcedi 
to be emphasised. Historical!); the Government and 
its subordinate agencies have had to bear the major 
burden relating to the provision of medical services. 
Here again, and quite understandabl); given a finite 
quantum of budgetary resources, delivered services 
have remained inadequate both in terms of coverage of 
the population, as well as in terms of qualit); efficacy 
and technique. 

PRIVATE SECTOR PRESENCE 

The private sector and Corporate sector has had a long 
and meaningful presence in the field of health. 
However, the entities established for this purpose have 
typically commenced operations as charitable 
oiganisations, and without any in-built capacity for 
expansion. The larger private hospitals in major cities 
have all been created as a result of endowments. The 
entry of the Corporate sector into the field of hospitals 
is only of recent origin, and Is a development that clearly 
needs to be encouraged. The rapid expansion of the 
initial Corporate ventures to multiple locations within 
a short period underscores the advantage and need for 
greater Corporate involvement in this critical field. 

DAYCARE CENTRES 

The quality of our public hospitals leaves much to be 
desired. To my mind, there appears to be a lack of 
respect for human dignity and life - minimum standards 
of hygiene are lacking in these hospitals, and it is 
scandalous that even essential supplies of oxygen and 
blood are at times not available. 

The private scaor presence in the provision of medical 
services is readily discernible in the plethora of 
Polyclinics and Nursing Homes that dot all urban 
settlements. The quality of these facilities leaves much 
to be desired, especially where life support systems are 
concerned. Not surprisingly, the public at large 
continues to throng the major hospitals for the 
treatment of minor ailments. Operations for 
appendicitis and tonsillitis, for example, continue to 
be performed in major hospitals pre'cmprmg hospital 
beds that are needed for more critical cases. 

There is thus a need for diagnostic day care centres to 
be established. Such centres have proved to be a 
COTuncicial success in more developed economics, and 


would not only prowfc tfoSef 

medical ftdlitie^ but ako lervewj^ P****** 
on our ovet^ctowded public hoapitali. 


Your Company is currently examining propotalt foe 
setting up of such dedicated day care ccjttrc*, and the 
range of diagnostic equipment needed to cater to the 
identification, diagnosis and treatment of a range of 
minor surgeries and ailments. The details of the initiaJ 
project in this regard would also be finalised in the 
course of the current fuiancial year. 



TELE-MEDICINE 

The u.se of advanced technology in medicine is not 
limited to only diagnostic equipment nor equipment 
used in the operating theaters. We need to er.cour^e 
the spread of telc-medicine in otder to improve health 
services in non-urban centres. You would be aware that 
although rates of infant mortality as well as death rates 
have declined in recent decades, these rates remain 
unacceptably higher in semi-urban and rural areas, as 
compared to the principal metropolises and cities. 

Tlic recent example where medics in-situ in Bosnia were 
able to work through complex medical prcKcdurcs 
through real time connectivity with experts in Boston 
and Mars'land is a good example of the power of tele¬ 
medicine. Your Company had earlier sponsored the 
Iridium Global Ccltuiar project, and had negotiated its 
use in rural telephony Similarly we propose to use 
telecommunication dcxiccs including the Internet aixl 
VSATs to spur a revolution in the field of tele-mcdicinc, 
as this would also prote to be of immense utility to our 
largely rural and semi-urban population. 

THE ROLE OF TECHNOLOGY 

If we are able to cnhatKC the creation of Multi-media 
Information Highways (MIHs) even on a limited 
basisthrough VSAT-connecrit’iry a valuable framework 
is available for enhancing the delh'cry of services; for 
example, assisting in intcr-activc teaching methodologies. 
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Thu* education applkatioiK for the MIH may be viewed 
as pait of a coilabotacivc process chat suppiements rather 
than supplants the existing teacher-student relationship. 
If the foregoing is accepted, there arc conceivably three 
focus areas : 

(i) The MIH as a content prouder for the teacher 
in conventional class room sessions. 

(ii) MIH as a teaching aid. 

(iii) An inter-acmx solution available concurtentty 
to schools in diverse locations to exchange ideas with a 
‘Guru’ in a central studio. 



Commercial applications would be early adopters of 
this technology while we could concurrently develop 
solutions that address the requirements of personal 
infrastructure. And I believe that appropriately priced 
commercial applications could also be made available 
to weaker sections of society through internal cross 
subsidies. In the distance learning programme through 
VSAls, we propose that more prosperous cducarionaJ 
Iiutitutions would pay a premium, while schools 
catering to lower median income populations would 
in effect be subsidised. It is my belief chat social 
infiastructure solutions would evolve tuturally through 
the MIH. Let me give you two simple examples ; 

(1) To my mind, the Indian Postal Service is the 
most under-rated of all services, although it provides 
efficienr distribution to some of the remotest parts of 
our country be it by post-card, letter, parcel, or money 
transfer. The VSAT networks put in place recently 
effectively reduced the time-delay in effecting the 
completion of such money order transactions; thereby 
assisting the wage earner to remit money home. 

(2) Another likely application would be to create 
a simple magnetic card that helps access the health 
history of the patient wherever he may be. Not only 
would this provide the doctor the ability to access 


records in emergency, but the card could also be 
integrated with his Insurance Qjmpany in order to 
manage insunmee cover and claim processing more 
efficiently 

CATALYnC ROLE OF GOVERNMENT 

Over the past few years, the Government of India has 
taken exemplary steps to propagate the development of 
commercial infrastructure by the private sector. As I 
have stated earlier, it is my belief that with most of the 
policy formulations and statutes in place, efforts of the 
Government and its private sector counter parts would 
prove to be a visible success in the medium term. 

At this juncture, I believe it is critical for the 
Govcriunent to play an equally catalytic role for the 
select commercialisation of social infrastructure, 
specifically in the field of health and education. A 
beginning could perhaps be made with an amendment 
to Section 80 (G) of the Income Tax Act in order to 
exorcise the historical mind set of philanthropy and lack 
of profits with the provision of health and medical 
services. As in every other field of endeavour; we must 
recognise that in a market oriented society a commercial 
framewtirk is a key prerequisite to sustained delivery of 
quality services. 


Thank you 


Deepak S Farekh 
Chmtrman of the Board 
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Sumlt Roy 


xtion embodies integration of international markets for goods, services, technology, finance and to 
some extent labour. It impinges on the process of structural change, underpinned by transformation from an 
agricultural to an industrial economy, with critical implications for growth, equity and poverty. In this context, 
structural adjustment or 'liberalisation' policies, symbolising measures to stimulate structural change by reorganising 
production, focus an shifting emphasis from the state to the market and forging closer interaction between the 
national (domestic) and the global economy. In this respect, the goals and implications of structural adjustment 
policies (SAP)/liberalisation have to be redefined and reassessed in the context of globalisation. The thrust of 
this paper is on analysing the relationship between SAP/liberalisation, globalisation and reduction of poverty. 

Globalisation cannot he divorcedfrom the historical setting of the relationship between developed and developing 
countries. It requires the functioning of free markets, with minimal intervention and poses critical questions on 
the autonomy of domestic policies. Under these conditions, it is essential to reconceptualise the consequences 
of SAP for poverty. This demands first locating the origin of SAP and their impact on growth and poverty and 
secondly, measures to resolve socio-economic inequality and poverty (pre- and post-SAP). This unfolds in the 
setting of social exclusion of the poor. The policies embrace alleviation, reduction and eradication of poverty 
through the use of one or more instruments including (a) growth-based strategies (including the rate and 
composition of growth and its 'trickling down', (b) institutional measures, exemplified by changes in property 
relations and land reforms coupled with decentralisation, (c) poverty reduction strategies, including social welfare 
and employment programmes. The analysis unfolds the key lessons for reducing poverty through micro/sectoral, 
macro and international policies in the frame of liberalisation and globalisation. The paper is dr. ided into five 
sections: Section I provides the context of globalisation, structural change and poverty; Section II focuses on 
SAP/liberalisation, globalisation and poverty; Section III is a brief analysis of SAP/liberalisation, globalisation 
and African development; Section IV makes an in-depth analysis of SAP/liberalisation, globalisation and poverty 
using the Indian case. Section explores some lessans/insights of the analysis. 


The Context 

GLOBALtSATION' is centred on the 
int^ration of international markets for goods, 
service;;, technology, finance and labour. It 
is underpinned by the opening up of national 
economies to global market forces and a 
corresponding reduction in the scope of the 
state to shape national macro-economic 
policies. Indeed, the 'end of geography' 
symbolises the thrust of globalisation with 
far-reaching implications for regional, 
national and local economies. In this respect, 
globalisation is expected to unfold through 
trade and finance with profound consequen¬ 
ces for the structure of balance of payments, 
investment, growth, income distribution, 
employment and poverty. However, the 
nature of interaction between the new 
pfaenomenon and economies (at the different 
levels) poses critical questions for prosperity 
or marginaiisation of developing countries 
and their poor. In this frame, a critical 
analytical Issueis the extent to which globali- 
satkm will undetmine the state and its capacity 
to formulate macro-economic policies. 


Structural change.- which is underpinned 
by a process of transformation of agriculmral 
into industrial economies (and from the latter 
towards an information age) is expected to 
be heavily influenced by the intensification 
of exposure to international markets in 
guiding production and consumption. Thus, 
the conventional analysis of transformation 
based on interaction between agriculture 
and industry, including the extraction of 
surplus from agriculture and its use for 
industrialisation, may have to be remoulded 
as aresult of external changes. Undoubtedly, 
the ability of competing Internationally is 
likely to be of parnmount importance in 
sharing the benefits of the process. 

The evidertce suggests that east Asia and 
Latin America, and specially the former, in 
contrast to Africa and south Asia, ate 
emerging as major participants in 
globalisation. For instance, international 
finance, in the form of portfeflio (debt and 
equity) and foreign direct investment, has 
bm flowing into east Asia and Latin 
America. Indeed, these two regioiu have 
been competing for investment funds. The 
capacity to attract finance winch can be 


producti vity iirtegratecl with the devdopment 
process is likdy to be influenced ^ the 
incentives offered by developiiig countries 
to financiers and foreign investors.' However, 
such policies demand focusing on becoming 
more competitive internationally, through 
freeing of markets and curbing the role of 
the state, including public expenditiBe on 
social welfare, impacting on the raid and 
the urban poor w)w ttviy be unaUe to fulfil 
new skill requirements. In this respect, 
national trmcro-poiiciet may be exposed to 
greater instability by switdiingof diort-term 
funds between conrpeting countries. The 
mulcinatiofials in particular ate ass uwn rg a 
m^or role in iniepwting the (Bverse features 
of globalisation, through trade, finruce, 
investment, technology transfer and 
relocation of their activities.* This demands 
cloicr intenctioa between natkmal and 
inienational policy-makett to ensure that 
different types of developing cormtriea can 
share the professed gains from globtdisaliaa. 
This in turn tequiiei criiicalty the 

ways in which SAPflibenlisaiian c» be 
reshaped in the frame of ^obadiadion, 
including the key theme of tire role of the 
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Mate and the maricet at the nation^ and the 
international level ’ 

II 

SAP/Libcralisation 

SAP/liberalisation and globalisation are 
embedded in the international and macro¬ 
economic policies which span economics 
and socio-political economy. The scope of 
resolving poverty under SAP and 
globalisation has to be seen within this frame. 
This demands first an understanding of the 
roleof Bretton Woods institutions tocxplain 
the forces which shaped policies to reduce 
debts facing developing countries by 
restoring equilibrium in the balance of 
payments acconqianied by measures tocreatc 
the basis for growth.*^ This has to take into 
account the pressures on international 
institutions to adapt to changing global 
economic conditions. The formulation of 
SAP by the Bretton Woods institutions 
captures the role of the state and/or the 
market in governing economic decisions and 
themachanismstocoaxdeveinpingcountries 
to adopt policies which conform to their 
dominant values. Second, the relationship 
between SAP and the pursuit of external and 
internal balance, the former centring on 
balance of paymertts equilibrium and the 
latter on stimulating aggregate demand and 
maintaining price stability, has critical 
im|riications for poverty alleviation. Thus, 
the reduction of poverty under SAP has to 
begrasped as an aspect of an ongoing process 
in the realm of the debate on the state versus 
the market, including curbing public 
expenditure and supporting privatisation. 
This poses far-reaching questions on 
economics and political economy.’ 

Stnichiral adjustment or 'liberalisation' 
policies, using trade, fiscal and monetary 
instruments, symbolise measures to sti mulatc 
jtnicturalchange by reorganisingproduction, 
focus on shifting emphasis from the slate to 
the market and forging closer interaction 
between the national (domestic) and the 
global economy. The roots of SAP can be 
traced to the era of 'debt led gr«>wth' of the 
1970s and Ihe focus of international and 
national policies on reduction of external 
debt, and subsequent incorputation of growth 
and to a limited extent the reduction of 
poverty.' A number of the major tendencies 
of SAP are intensified under globalisation 
and this demands a critical re-assessment of 
the implications of SAP underpinned by the 
relationship between globaiisation, SAP and 
poverty, centred on strategies toconfront the 
latter. In this respect, it is necessary to analyse 
the roots of SAP and their consequences for 
growth and poverty.* 

Govemanoe has been coined as a concept 
to mould development policies. It has 
permeated international and national 
development agencies and has been used to 


shape development dunking and strategies 
in many developing countries. However, the 
bound^ of the concept and its ideological 
underpinnings have varied among different 
development agencies. Bretton Woods 
institutions such as the World Bank have 
used such notions to remould development 
policies with the focus on shifting the 
emphasis from the state to the market. SAP 
mirror the ideology behind this thrust. There 
is confusion about the implications of SAP 
forthe process of development. This demands 
tracing theorigin of such measures, and ihcir 
impact on development policies. In this 
respect, over the coming decades, the question 
of both economic and political liberalisation 
is likely to be of paramount importance. This 
is likely to be specially so because 
increasingly globalisation, based on 
integration of international markets poses 
questions on the desirability of, and the 
mechanisms fm.domestic (national] -global 
interaction. 

iMPLK'A'nONS FOR GROWTH AND POVERTY 

The main ingredients of SAP need to be 
uncovered. First, they should be placed in 
thecontext of global and national inequalities 
which have been shaped by historical forces. 
Theoretical paradigms including structural, 
Marxian and neo-Marxian have formulated 
thinking on inequality and the critical role 
of conflict between developed and developing 
countries, and between socio-economic 
classes within the latter. Thus, various schools 
of thought have perceived the nature and 
causes of inequality in different ways. The 
structural school has identified unequal 
irading relations, including the terms of trade, 
between the two groups of countries, coupled 
with the inability of developing countries to 
industrialise on the basis of primary exports. 
To overcome this trap and participate on 
more equal terms, developing countries need 
to abandon policies based on comparative 
advantage, rooted in nco-cbssical theories, 
andadopt protective measures, .such a., lariffs. 
to construct indigenous indu.stn>s. Ttiis can 
enable participation in the world market on 
stronger and more equal terms. The 
'dependency school' has focu.sed on the 
process of extraction and transfer of surplus, 
from the developing to the developed 
countries, as the major cause of stagnation 
in the former and growth in the latter. In 
contrast, classicai Marxists have argued that 
in spite of exploitation of the developing by 
the developed countries, capitalism, in the 
fonn of industrial growth. Im flourished in 
the post-colonial phase. Hence, inequality 
mirrors deep imbalmces in the glolml and 
the national economy.'" 

Against this background, collective action 
by oil producing countries to raise the price 
of oil through Organisation of Petroleum 
Exporting Countries (OPEC) illustrates 


measures which developing countries can 
take to change the terms and conditions of 
exporting commodities." This bad critical 
implications for balance of payments and 
growth in developed and developing 
countries. The sharp increase in oil prices, 
the first marked by their quadrupling in the 
early 1970s, and the second, the major one, 
i n the late 1970s, had repercussions for global 
financial and trading arrangements. While 
instability in the global economic system 
was attributed to the sudden rise in oil prices, 
the ability of oil consuming developing and 
developed countries to cope with the crisis 
sharply varied. The increase in oil prices 
aroused hope of a genuine re-distribution of 
income from developed to developing 
countries. Alas, this failed to emerge." 
However, the possibility of a global monetary 
crisis emanating from deficits in the balance 
of payments of oil consuming countries, 
coupled with the inability of the key oil 
producing countries to absorb oil revenues, 
was minimised by recycling surplus oil 
revenues through developed country 
institutions, which made available cheap 
loans todevelopingcoumries. This, however, 
gave rise to the phenomenon of 'debt led’ 
growth. The second oil price hike (1979) 
was accompanied by contractionary 
monetary policies, with high interest rates, 
inability to gain access to cheap money (as 
after Ihe first oil hike), reductions in aid, 
falling exports, and capital flight. Thus, a 
combination of factors gave birth in the 
1970s to the 'debt crisis' which started 
emerging from the late 1970s and the early 
1980s. The impact on the balance of payments 
deficits in oil con.suming economies, and in 
particular the developing countries, was 
adverse, with harsh measures to overcome 
the consequences of the oil price increases. 
The problems exposed the fragile economic 
structures of the developing countries. The 
relatively open non-oil food importing 
economies, dependent on cash crop exports 
fwilh falling terms of trade), and limited 
reserves, faced the brunt of the impact of the 
'oil crisis’ and were saddled with large 
cxicmal debts. 

Second, the diagnosi.s of the economic 
crisis and the solutions put forward to the 
accumulation of external debts by developi ng 
countries centre on the role of the two key 
Bretton Woods in.stitutions.thclntemational 
Monetary Fund and the World Bank. Indeed, 
the debt crisis and the subsequent adjustment 
policies reveal the capacity of such 
institutions to persuade and pressurise 
developing countries to cuib previous notions 
of planning the devclopitiem process. The 
key ideological thrust has been on reducing 
the role of the state, while allowing the 
market to shape the development process. 
This has lacked a critical assessment of the 
factors which have inhibited stale policies. 




ixntied on the ways in which propertied 
:lasses have used state power to fiirthtf their 
iwn intecests leading to a distortion of 
ieveioptnertt goals, while accommodating 
reo-liberal theories. This focus shows an 
nadequateunderstandingof historical forces 
vhich have shaped the socio-economic 
tructure of developing countries. The 
ibsence of such an insight has led to a 
laivety about political economy, with the 
teveloping countries being pressurised to 
mplement harsh adjustment programmes. 
3f course, the accommodation of SAP has 
>ften been facilitated by those having access 
o the state, with the poor and the weak 
laving to adapt to the changes induced by 
he new thrust. In fact, the 'success' or 
failure’ of SAP has been associated With 
upport for, or opposition to, such measures, 
.mong developing countries, with economic 
ind political repercussions forthe relationship 
letween Bretton Woods institutions and 
eveloping countries.'' 

Imujcations hor Growth and Poverty 

Studies on a pre-post SAP basis in Africa 
ndertaken by the World Bank celebrate the 
act that those countries which have adopted 
AP have higher growth rates i n compari son 
dth those which have not. This has been 
hallenged by others who. using the .same 
ata, have reached the opposite conclusion; 
lat countries which have been adjusting 
la veofien experienced lower rates of growth 
lan those which have not adopted such 
rogrammes.'* It is also necessary to be 
autious about crediting SAP for boosting 
re rates of growth, given that aid has often 
Kn channeled to those countries which 
lave readily implemented such policies, 
fius, aid rather than adjustment measures 
tay have stimulated growth. Of course it 
as to be recognised that the international 
anking .community expect developing 
ountries to comply with the condiUonalilies 
lid down by the IMF and the World Bank, 
he lack of a positive response to SAP by 
eveloping countries is likely to be interpreted 
T hostility to these institutions with the 
onsequence that such countries may have 
3 goit alone in resolving their debt pr^lem. 

1 contrast, ushering in the policies is likely 
> facilitate support for lescb^ling previous 
lans and obtaining fresh loans. In the short- 
nm developing countries may have no 
ption but to adopt such policies, while 
'ying to minimise their adverse effects.'’ 
Reduction of external debts has imposed 
svere costs on most countries in terms of 
:bt servicing (external debts as a percentage 
f exports). This has meant that countries 
ilh abject poverty, and trade structures 
ased on agricultural exports, which have 
istofically confronted falling terms of trade, 
ve had very limited room for manoeuvre 
: meet debt servicing (^ligations. Such 


pressures coupled with ha ving to make sharp 
leductions in state expenditutes, including 
in social welfare fields such as health, 
education, and housing, have intensified 
levels of unemployment, reduced real 
incomes and hence purchasing power, 
particularly in the urban sector, and wonened 
the low le^s of nutrition. Devaluation has 
led to an increase in prices reinforcing the 
poverty of the unemployed and those on low 
or falling income. This has implicatjons for 
reducing the multiplier effect and further 
reducing incomes, unless matched by 
compensating increases in investmeiu, which 
undCT SAP place the main responsibility on 
the pri vale sector. Indeed, while development 
expenditure has been slashed, expenditure 
on defence has often been increased, 
exemplifying the dominance of non- 
developmenial factors such as national 
security.'* 

A key thrust of the policies has been on 
reducing the rural-urban gap and the alleged 
bias against the agricultural sector. Thus, 
devaluation, coupled with dismantling of 
marketing boards, has been a key policy to 
stimulate cash crop exports. SAPhave tended 
to reduce the rural-urban gap but this has 
emerged as a result of falling real incomes 
in the urban sector. Moreover, increases in 
the incomes of cash crop fanners have been 
primarily captured by the richer ones and in 
specific regions, accentuating inter-regional 
and inter-class inequality in the rural sector. 
I n the longer term, the fallacy of composition 
theory suggests that, depending on the share 
of the export crop market, if a number of 
countries simultaneously increase the ex ports 
of Che same cash crop, individual countries 
arc likely to face falling revenues. Hence, 
there is much risk in relying mainly on 
boosting cash crop exports to revamp the 
economy.” 

The impact of market liberalisation on 
income distribution has occupied much 
interest. Despite serious data gaps the 
evidence broadly confirms the theoretical 
expectation that SAP/liberalisation could 
affect income distribution substantially 
differently according to a counury's initial 
conditions (factor endowments, institutions) 
and policy structure. Countries with abundant 
labcMr, sufficiently educated (and with other 
necessary conditions present) to take 
advantage of international markets to expand 
labour intensive manufactured exports 
showed tendency for improving income 
distribution. In contrast middle income 
countries with comparative advantage in 
more skill intensive products, and upper 
income countries with comparative 
advantage in capital and skill imensi ve areas, 
showed a definite tendency for a worsening 
in income distribution. Lib^isatkm policies 
were associated with reinforced private 
ownership in both agriculture and industry. 


liable to lead to growing inequality in the 
distribution of assets, in the hing-tenn this 
is likely to form a new source of inoome 
inequality. Institutions, indoding labour 
legislation, the strength of unions, and 
govemmem safety provisioiu, can either 
accentuate or modify the impact of changes 
in distribution. In Asia, it was noted that the 
important factor making for positive eflecis 
onincomedistributionis the greater potential 
of labour intensive manufactures to respond 
to policy change and thereby to raise 
employment and incomes of unskilled 
.workers. The Indonesian experience unfolds 
that successful combination of adjustmein, 
growth and equity can emerge from a 
combination of three factors: first, 
maintaining a significantly positive growth 
in GDP per capita which emerged in part 
from the balance of macro-policies with 
considerable emphasis on switching (as 
against disabsorpiion) coupled with 
favourable supply response of cash and non¬ 
food crops but not at the expense of other 
agricultural products; sectmd, growth was 
relatively egalitarian with equal land 
distribution enabling the rural poor to 
participate in the increased output; third, 
while government expenditure was cut 
(falling from 26.4 per cent in 1981 to 20.9 
per cent in 1990], the services benefiting the 
poor were broadly protected over the period 
of severest cuts (1985-86)" [Berry and 
Stewart. 1993). 

The implkationsof SAPftiberalisation for 
poveny have been posed by the Bretton 
Woods institutions and several of die major 
institutions within the United Natiofu have 
reiterated the need to confroot such problems. 
This has led to Che World Bank devising 
mechanisms to support Che poor in the process 
of transition to afnaiketeoonoffiy. Thas,tiie 
Bank'* calls on the state tocrraie an enabling 
environment for ;he private sector and 
emphasises the need fbr strong policies to 
alleviate poverty through interventions sach 
as social safety nets and “leotieiitatian of 
public spending for social services and the 
developmem of poverty policy** (World 
Bank, 1994; 54). This is the focus in the 
context of concern over stnicitinl tKijwtinent 
and various facets of governance, mchidiiv 
accountability of the state [Wotld Bank 
1994a: 12] and paticipaioty devdopmem 
(World Bank 1994a: 43]. One may share 
many ofthe goals identifiedin the puhlicaiion 
but of course the choice of the strategies, the 
natuieof the combinationof stale and market 
directed pdiciet and their interaction have 
yet to be resolved. The notion of the 
unreconstructed state' (Wotld Bank 19948: 
56] cannot be divorced train the nature of 
the state and gives rise to critical queatioos 
on the 'quality' of state policies iiKiuding 
inthe 'public' andthe 'private' aecior(Worid 
Bank 1994a]. 
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ort^iQWMM: eiMcni «Mit fiMm Md 
tatace tif p^rntm {\Wk aad IMQi), 
cooctrewwatcmiiwk iiitiiliurtnii indSAP 
(1980s). Heace. t proceu of Ktobaiisaiioa 
would soemlofonn the context of the external 
environment. Indeed, the poor should be 
viewed as potenttal social actors rather than 
mere recipients. The UNDP*' too has 
emphasised in oneof its documents on social 
dimensions of adjustment in India that: 

DO package of policies will be sustaioable 
and credible unto it incorporates substantial 
increases in public investment in education, 
health, food security and ensures human 
development, h is necessary to ensure (hat 
those who are already poor are not subjected 
to further immiserisation. It is also nece.r.rary 
to avoid sharp distributional changes that 
could ignite political pressures and force 
unfortunate reversals in (he reform process. 
It is also emphasised that UNDP hopes to 
make “the maximum possible contribution 
not just to human development in India, but 
to susuin human developmcni [ARTEP 
1992; I20-2IJ. 

Poverty and related issues have been 
analysed by UNCTAD** in the .setting of 
international and macro-cconomic policies. 
The benerus of SAP going to export crop 
growers at Iheexpense of food producers has 
been highlighted. Cutbacks in budgets on 
education and health, and the essential need 
for incorporating human developmcni 
concerns into macro-economic analysis have 
been identified. Analysis of the strengths 
and limitations of compensatory measures, 
including leakages, is called for and rightly 


' ■Mi *Statxt ftew* 

ened* of SAFAitwnriisalioii has led to the 
crMdoa by the Bieltoa Woods institutions 
of various fonm of safety nett.** The goals, 
strategies and impact of these have varied, 
but they offer uiefiil lessons on the role of 
such tnechanisins in the context of critiques 
on the bask thrust of SAP to stimulategrowth 
and development. Protection of the poor ha.s 
been seen by the Bank in the frame of 
transitional costs to ameliorate the costs of 
adjustment^* This includes ensuring that 
social expenditures ate cost effective and 
well targeted and compensating Che poor 
directly through carefully targeted transfers 
in cash or kind. Strategics have included 
redirecting social expenditure, compensating 
the poor directly, targeted employment 
programmes, food subsidies and nutrition, 
coupled with close monitoring and research. 
The Bank has focused on fulfilling its goals 
in two ways: first, through analysis of social 
costs of adjustment programmes and 
secondly, developing elTective and targeted 
compensation programmes for nutrition and 
employment in adjusting countries and co¬ 
ordinating with other agencies and l(x:al and 
inlernaticmal NCOs. 

The ‘safety nets' have usually taken the 
formof spectal loans from the Bretton Woods 
institutions. These have been rcfcircd to os 
‘emergency social funds’ or ‘social 
investment funds' or as ‘social recovery 
funds’ .** Most of these initiati ves were taken 
in the context of SAP. A significant number 
were supported by donor agencies i n respo nse 


cwnfer to of 
lawmp^ wbfeh uit^ 
(Iwory of the MUlwtiMill programmes 
Aggregate domend expansion of ihe 
Keynesian type contradicts the basu 
atyusttnem model. Moreover, most social 
funds focus prinurilyofl tbenon-cradedsecior 
and are consequently at odds with the 
emphasis on switching resources towards 
the tradable sector in the basic adjusimem 
model. SFs often involve the development 
of new public institutions. Using SFs to buy 
support for adjustment amounts to an 
admission of the political opposition these 
programmes tend togenerate. In this respect, 
the role of SFs can be seen as explicit 
acceptance that there arc problems associated 
with SAP, especially in relation to poverty 
arid employment [Stewart and Geest 1995J. 

The SFs reveal a number of objectives 
which are somewhat undifferentiated; 
poverty reduction, compensation of those 
directly adversely affected by adjustment 
programmes, gaining political support fur 
adjustment programmes, and raising 
additional cxiemal finance. The objectives 
may conflict and often there is a mixture of 
motives. Analysis of the statements of those 
introducing the funds reveals that poverty 
reduction was not always the overriding 
objective. This may explain why in many 
cases they were nut effective in meeting the 
goal of poverty reduction. The key criterion 
for any evaluation of SFs relates to their 
ability totransfer incomes to the poor coupled 
with a secondary objective of creating 
economic and social assets which can support 
economic development and improve human 
development and the productive capacity of 
poor households. The evidence reveals that 
SF programmes have reached only a small 
fraction of the poor, partly because their total 


emphasised, coupled with the urgency of 
combining growth with measures to ensure 
equitable distribution of income [UNCTAD 
1994b; 21], The role of macro and meso 
policies taking into account social costs and 
distributional effects is emphasised 
[UNCTAD 1994b; 23], Grave doubts are 
expressed about Ihe macro-effect of SAP 
and the significance of direct intervention 


to worseningpoveny that often accompanied 
these programmes. These Social Funds (SFs) 
are often the only form of social .safty net 
in the countries wlicre they are introduced. 
The World Bank's Povrrty Reduction 
Hendbook characterises SFs as V'nolesale 
financing mechanisms designed to 
accompany adjustment programmes: 
Bolivia's Emergency Social Fund was a 


size is limited and partly becau.se of poor 
targeting. Schemc.s designed, initiated and 
financed by the country itself to as,sis( the 
poor during cnsi.s have been more effective 
in achieving that objective being much more 
extensive and better targeted. Most of the 
‘new generation' SF scheme.s are largely 
foreign designed and financed. Foreign 
design .seems to attract external furxling. 


by governments and especially its role in 
employmenCcreationfUNCTAD 1994b: 18]. 
This gives rise to ways in which public 
ftnanceincludingtransferpaymemsfor social 
welfare and training and employment 
schemes can be retained in the context of 
harsh cuts inbuttgetunderSAP/liberalisation. 
Neglected issues on trade and their impact 
on the livelihood of the poor and the need 
to focus on developmeni co-operation for 
poverty alleviation have also bMn posed. A 
mere 7 per cent of DAC bilateral aid and 
16 per cent of multilateral aid has been 
allocated to the social sector. This reinforces 
the urgency of additional resources for 


pioneering attempt. An early example wu.s 
Ghana's Programme of Action to Mitigate 
the Social Costs of Adjustment 
(PAMSCAD). 5!omc countries had designed 
their own schemes in the 1970s without 
reference to external agencies and ^ithout 
external finance. SFs have been discussed 
from a number of perspectives including as 
a mechanism for channelling externally 
generated funds to local groups; as a means 
of compensating those who suffered 
particulairly due to adjustment measures; an 
instnimentto ‘buy* support fortheadjusttnent 
programmes; and even as a Keynesian 
insmiment to generate employment. Most of 


ranging from 49 to 96 per cent for the sub¬ 
sample studied. Most of the schemes are 
intended to be temporary (from 2-4 years) 
with options forrenewal subject to evaluation. 
Some candidly focus on compensating the 
politically powerful losers of the first rounds 
of the adjustment programmes. But it Is 
recognised that wider coalitions are 
imperative fur .sustaining inherently 
unpopular adjustment programmes. The ‘new 
generation’ SFprogrammescan be contrasted 
with the primarily internally funded, largely 
locally draigned prugramines.many initiated 
during the 1970s, e g, Maharashtra 
Bmploymem Guarantee Scheme. Schemes 


J ttich as iHa latt« served M i'ixiiodel for 
India's Rural Landless Ettploymeni 
: Guarantee Programmeinltlatedln 1983, later 
merged with the National Rural Employment 
; Programmeinioaprogtammecalledlawahar 
Rorgar Yujana. This has been claiined to bp 
the largest wage employment programme of 
its kind implemented anywhere in the world 
, (Stewart and Geest. 1995; 12]. Such 
programmes have been considered to be 
morecITcctive in targeting the poor, primarily 
becau.scof selfsclection mechanisms. These 
are analysed more fully in Section 4 on 
India's poverty programmes. Ba.sically, 'add 
on' temporary institutions,depending heavily 
on external funds, have been poorly targeted 
and represent very inadequate .safety nets, 
constituting political panacea during 
unpopular adju.slmcnl programine.s. Their 
main .strength has been the ability to create 
useful economic and .social infrastructure, 
on a .small-.scale. relatively rapidly (Stewart 
and Geest 1995). Others have alsoexpres.sed 
serious doubts about the extent to which 
safety nets alone can fulfil their aims in the 
field (Hoeven 1994; Killick. I99S; 32). 

Basically, the analysis of poverty cannot 
be divorced from the context of siK'ial 
cxclusitm which goes beyond economic and 
social aspects of poverty and embraces 
dimensions such as political rights and 
cili7enship which outlive a relationship 
bcisveen individuals and the .state as well as 
between the society and the individual.'" 
Social exclusion has value because it raises 
questions about (he nature of social justice. 
The relationship between social exclusion 
and social justice may he even more powertul. 
The concept has been prominent in western 
Europe but it has been argued that its 
relevance and value should be seen in a 
broader global context and in particular 
developing countries. Employment is seen 
as a central element of social exclusion and 
closely corresponds to a state of poverty 
defined as relative dcpnvation. Social 
exclusion places emphasis on process and 
a concern to examine how people's lives are 
being affected by inter-relationships between 
economic restructuring and social 
institutions. In terms of the relationship 
between markets and social exclusion the 
rulesof acquirement encompass legal nghts, 
property rights and social rights to health and 
education, underpinned by entitlement to 
adequate nutrition, health and medical 
attention, elementary education, clean water 
and basic sanitation. Social exclusion 
embraces multiple disadvantages but may be 
used to serve a variety of political purposes. 
In this respect, it may make it easier to re- 
' target using a smaller social group, c g, 
homeless or long-term unemployed 
undermining the universal social insurance 
that traditiorully protects working and middle 
classes.^' 


from til* wrortd syitem exagferated 
achtevementi and ignand weiknetaea, the 
proceu of |}obalitalion may expoK mom 
people to “becoming permanently 
superfluoui, irrelevam, or hindrancet to iu 
functitming*'. This may lure and force the 
world's population towards inclusion in a 
global sysion of production, consumptitm, 
expectations, political and cultural norms, 
but in practice deny the majority the benefits. 
This may force pdicies which could make 
the system function for social integration. 
In this frame it is realistic to assume that the 
interplay of exclusion and integration will 
reign.” 

Evidence from .successful poverty 
reduction programmes around the world 
shows that group.s of poor people can lift 
themselves to a sustainable, self supporting 
.statu.s under a number of conditions; they 
needed access to resources including land, 
inputs, credit, basic infrastnicture (education, 
health care, drinking water, roads), 
employment opportunities and institutional 
arrangements which can enable them to 
exercise their choice and individuality. 
Moreover, they need to be actively involved 
in dcci.tion-making in order to determine 
their self development. National 
governments, the poor Ihem.sdves. NGOs 
and the regional and international agencies 
can generate this type of enabling 
environmem (UNCTAD, 1994a; 10], Such 
thrusts need to be intensified under 
globalisation. 

State support is of critical importance in 
enabling the poor to confront economic 
hardships and in the long-term participate 
in (he growth process. In the absence of this, 
they are forced to evolve coping strategies 
to minimise (he adverse effccLs of SAP set 
in the context of family and group support 
which may temporarily alleviate a fall in (be 
quality of their livelihood. The poor may 
pursue a combination of strategies ranging 
from reductions in basic consumption, 
including food, health and educational 
requirements, to search for employment in 
the informal sector, culminating in moves 
to abandon urban livelihood and resume 
agricultural cultivation for survival. 
Traditional support mechanisms in the form 
of aid rendered by community and religious 
groups may compensate in some spheres, 
such as education, but they are likely to fall 
shon of being a satisfactory aliertwtive to 
state provision of basic needs.” 

Recent analysis shows that the cdects of 
adjustment programmes on poverty present 
many data and methodological problems 
and outcomes are complex and varied, it 
raises thought provoking concerns which 
need to be caretutly debated (Kiltick 1995; 
323. 328-291. Poverty groups are often 
harmed by adjustment programmes. 


MpedaUy the uriMM teteritinf peer, but 
cautioB ihould be exercit^ in ever- 
enphatising negative outcomei. In tMt 
context, it isimpoitant to iBcogniie that iheie 
could be many other innuencea on povetty 
and that the principal lesponaibiHty for 
achieving anti-poveity objectivec shoold lie 
with ntttional governmems but they do not 
always display much concern for the poor. 
However.international rinancia) institutioos 
should also assume major responsibility as 
they often initiate adjusimeiM policies. In the 
long-term policies should formulate a long¬ 
term anti-poverty strategy embncingsectonl 
priorities (e g, smallholder agriculture and 
assets (land) ownership factors) priorities 
favouring labour intensity and employmenl 
creation, improved access to social and 
economic services, infrastructure and above 
alt education, fertility restraint and special 
programmes for the poorest. Whether 
adjustment policies should beconsistent with 
such policies without detracting from the 
imperative of adapting the economy to 
changing circumstances is controversial. 
Sections III and IV, and in particular the 
latter, throw light on such issues including 
the key role of agricultural growth, insti- 
tuiional reforms, employment programmes, 
and social welfare/basic needs programmes, 
coupled with selective liberalisation to 
participate in globalisation. 

m 

Afiican Developiateiit 

Some analysis have argued that manage¬ 
ment of SAP should be the focus of African 
policy-makers in the I99Qs. Studies on a 
rangeof countries including Cameroon, Cole 
d'Ivoire, Ghana. Kenya, Nigeria, Senegal, 
Tanzania, Zambia and Zambabwe, have 
covered (be economic and political con¬ 
straints facing Africa in pursuing more 
productive linkages witn the world 
economy.” Thi.s includes the relationship 
between the IMF, the World Bank and 
bilateral aid conditionality and the progress 
of economic reforms in agriculture and 
manufacturing, everyday coping strategies 
of (be informal sector, and the likely effects 
of simultaneous economic and political 
reform. It emerges that Africa has been 
‘hemmed in' implying a situation in which 
the viable policy alternatives and the 
capacities and resources needed to implemetit 
them available to African governments are 
severely constrained as a consequence of 
volatile politics, weak stales, weak matkels, 
debt problems, and an unfavourable 
international market. A number of (he 
contri huiors pose (he question whet her Africa 
should accommodate SAP by removing the 
conatninu in adopt! ng the policies or whether 
alternatives, grounded in indigenoas 
economic and socio-political prioriliea of 
the vast majority, should be evoived. One 
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conclusion is that “the results of SAP are 
overall (mdictably unclear" but “an overall 
breakdown of structural adjustment in SSA 
is unlikely” [Green, 195*4: 82], SAP carry 
critical impKcatiaiu for transforming Afnca's 
agricuMireand industry. Thus, while ‘getting 
prices right* is a necessary incentive to boost 
production, other aspects of the agrarian 
system, such as good roads aitd availability 
of irtpots (e g, seed and fertiliser) are also 
critical [HerbsC 1994], Of course such 
measures require state support It should also 
be emphasised that in most of the African 
countries a genuine industrialisation process 
is yet to take hold or is still in anascent stage. 
Donors and international institutions ignore 
or underplay the role of industry in general 
and of the manufacturing sector! n particular. 
Moreover, the manufacturing performance 
of a number of countries (particularly of 
Zimbabwe, Kenya, Zambia. Cote dTvoire, 
Nigeria and Botswana) shows that efficient 
manufacturing production can occur under 
a far from lib^ trade regime (Kenya. 
Zimbabwe), and that non-price factors play 
a major role in determining the extreme 
variations in efficiency occurring within 
different industrial subsectors. The 
assumption of the more orthodox structural 
adjustment pwkages that market forces 
should determine the nature of 
industrialisation in the econmy is rejected 
on the basis of historical analysis of African 
industrial performance and the industrial 
experience of non-African developing 
countries. In this respect, adjustment 
measures should be adapted to particular 
circumstances but within the context of more 
interventionist policies which seek to 
stimulate industrial growth (Riddel 1994], 
Basically Africa remains ‘hemmed in' as it 
tries to navigate between weak states and 
weak markets [Callaghy and Revenhill 1994]. 
There have bMn very few cases of ‘large 
reform’ exemplified by (jhana and while 
there have been many cases of ‘small reform’ 
the impact has been n^igible on the overall 
economy. Inessence, the ‘liberal vision’ has 
underestimated the role of the state in 
ecommic transformation. Studies on social 
change and economic reform in Africa unfold 
the implications of economic liberalisation 
based on detailed and theoretically informed 
discussion of developmenu in agriculture, 
the social seaor, the informal seettn, and 
‘civil society* in Kenya, Lesotho, Tanzarna 
and Zimbabwe.” The centra] message which 
CfDCffCS is that it is essential to continue 
asUngtheorigiradquestions diout the impact 
of economic libenlisation focusing not only 
on the direct outcomeof particular economic 
policies but also on the underiyl ng processes, 
institutians,dasfessndollierc(41ectiveactore 
in Africa today. In this context, to minimise 
the scope of Africa being matginalised in 
the gfoMisation process, it is necessary to 


scrutinise the scope of strengthening the 
domestic sector th^gh boosting domestic 
demand backed by investment in agriculture, 
reform of the agrarian sector, supply of credit 
and technology, coupled with creation of 
appropriate small-scale industries which can 
build skills. This has to be comjriemented 
by the pro vision of poverty andsocial welfare 
programmes to ensure basic needs and create 
human capital. Developed countries can 
support such thrusts through preferential 
treatment of commodity exports and linking 
aid to socio-economic transformation. 

In the context of Africa, aspects of the 
Nigerian experience of adjustment provide 
useful insights.” Adjustment in Nigeria was 
the culmination of austerity measures which 
started emerging from 1982 (April) onwards 
in order to control the economic decline 
stemming from a fall in the price of oil, 
Nigeria's main export, leading to a deficit 
in the balance of payments, rising external 
debts and debt servicing: debt servicing rose 
from 17.9 percent in 1986 to21.3 percent 
in 1989. A military coup ousted the civilian 
government of Shegu Shagari (1979-83) 
followed by periods of military rule under 
general Buhari (December 1983-Augusi 
I98S) and subsequently general Babangida 
and general Sani Abacha. The military 
regimes introduced a number of measures 
to control the economy. Buhari drastically 
cut government expenditure through massive 
retrenchment of public service employees to 
reduce the wage bil I, removed state subsidies 
on health and education, reintroduced school 
feesandawagefreeze. Repaymentof external 
debts became a major focus behind 
deflationary policies. These were unpopular 
and Buhari’s removal in a coup brought in 
Babangida. But he continued many of 
Buhari's basic policies. Despite not taking 
a formal IMF loan, to appease public opi nion, 
Nigeria’s policies fulfilled many of the key 
conditionalities which accompany such loans. 
However, devaluation of the currency was 
firmly resisted. The Nigerian stale, therefore, 
had put into effect many IMF type policies 
before embarking on a formal structural 
adjustment programme. This was embodied 
in the World Bank initiated structural 
adjustment programme (July 1986-June 
1998). It aimed to restructure and diversify 
the economy and minimise dependence on 
the oil sector and on imports. The basis for 
‘sustainable non-inflaiionary or minimal 
inflationary growth’ was laid 4own. 
Devaluation of the naira marked a major 
change of policy. The core measures centred 
on (a) correction of overvaluation of the 
naira, (b) overcoming public sector 
inefficiencies and (c) relieving the debt 
burden and attracting foreign capital (Roy 
I993J. 

The Nigerian experience reinforces the 
urgoficy of examining more carefully the 


scope of restructuring the agrieultiiral sector 
in Africa through SAP and in turn the 
prospects for globalisation.” In the short 
run, SAP can increase the prices of cash 
crops for export and stimulate production. 

But the continued support of the Slate, such 
as through provision of infrastructure, has 
to be recognised. In the case of food crops, 
the impact of SAP may not be significant, 
ifmarkets exist priorto such policies. Indeed, 
there may be no clear relationship between 
prices and outputs, which suggests that it is 
necessary to investigate the extent to which 
other factors, including technology, 
infrastructure and the agrarian stnicture, may 
inhibit production. Intermsofequity.regional 
biases in cultivation of food ai^ cash crops, 
and differentiation among the peasants, are 
likely to skew any benefits of increased 
prices and production towanls particular 
regions andclasscsoffarmers. Inter-regional 
and inter-peasant income inequalities may 
be sharpened. Against a backgroundof curbs 
in ovendl slate expenditure under SAP, the 
economy is likely to confront increasing 
unemployment, although the 'rural-urban' 
gap may be reduced, as a product of a 
worsening of the conditions of (he urban 
population. Falling real incomes, in both the | 
rural and in particular the urban sector, is | 
likely to intensify the ability of the poor in I 
both sectors to fulfil basic needs. Such | 

changes need to be placed in the selling of | 

the changing global economy (Roy 1993). 

IV 

The Indian Experience 

Given that India accounts for about a third 
of the world’s absolute poor, the nature of 
her integration with the international 
economy has critical implications for 
liberalisation and globalisation reducing 
world poverty. Conceptual ly, the focus needs 
to be on domestic and external policies in 
the frame of globalisation. In this respect, 
it is essential to devise a typology which can 
definetheeconomicstructureofadeveloping 
country to enable a fuller understanding of 
domestic-global interaction and the scope of 
adapting to the international economy. 

Indiacan be described as a relatively large, 
closed or protected economy, in the throes 
of industrialisation, with tn^ and foreign 
investment playing a limited role, low per 
capita income, and a significant agrarian 
sector, marked by sharp inequality. In this 
setting, the focus should be tint on ways in 
whichgrowth, in and through the agricultural 
sector, can be generated, including 
investment in infrastructural investment, 
credit and technology, coupled with 
instiutional mechanisms to reform the highly 
unequal agrarian structures. Indeed, 
agricultural growth can be the nuyOT force 
in stimulating domestic demand for industrial 
goods. This requires significant state 



imerventiom to create the iMIli, technology 
and training, and direct and indirect forms 
of support, including subsidised credit, to 
shape the industrialisation process; in 
conjunction with using the private sector in 
an appropriate manner to guide the latter. 
Such thrusts need to be complemented by 
employmcrn and poverty reduction policies 
to provide social support and human capital, 
especially in the context of transition to a 
maiicel economy. Secondly, policies on the 
external front need increasingly to 
complement those on the domestic front 
embracing ways in which foreign direct 
investment and portfolio flows can be' 
accommodated within life overall 
development frame. 1110X6 include their role 
in stimulating both domestic and export led 
growth, and in particularthe latter, in specific 
sectors where past policies may have been 
deficient. Ideally, export led growth should 
be labour absorbing and skill enhancing. 
However, .such an orientation requires catef ul 
evaluation of the need for, and the scope of, 
making the labour market more ticxible, 
increasing public and private sector 
efficieiKy, selective privatisation, or even 
closing down ailing public and private 
industries. This needs to be accompanied by 
.state provision for redundancy and rc-training 
programmes to minimise any adverse socio¬ 
economic effects and ease the re-absorption 
of labour in a growing economy. Resources 
saved, as a result of any organisation, can 
he used for essential state investments. This 
could be reinforced by a more efficient and 
progressive taxation policy to generate 
rcsourcc.s internally. The major challenge is 
combining the state with aspects of the market 
locnhancc development undcrglobali.sation. 
Thcponrshould play an integral rule shaping 
thi.s process. The cast Asian, and the more 
recent Chinese policies, provide useful 
IcssoiLS for the Indian slate. 

India has been arelatively closed economy 
with limited dependence on trade, and foreign 
investment, within a mixed economy 
structure. The slate has played a key role in 
attempting to bring about transformation 
from an agricultural in an industrial economy. 
While Ihe post-colonial growth rate has been 
higher than in the colonial era, the rate has 
fluctuated, includingin the industrial and the 
agricultural sector. This coupled with a lack 
of growth 'trickling down’ to the poor, led 
to the use of targeted poverty policies, 
including basic needs and employment 
programmes, toovercome poverty. Although 
this has been declining since independence 
it still remains a major problem. The state 
has also had access lo cheap international 
aid to support its programmes under its 
various plans. Liberalisation policies, 
including internal and external, have been 
underpinned by domestic and international 
preuures, to emphasise market forces and 


become more open, to resolve proMeim of 
growth and poverty. 

India’i'* pre-independence period was 
marked by new stagnation with growth of 
aggregate real output during the flist half of 
the 20th century of lets than 2 per cent per 
annum, and per capiu output by 0.5 per cent 
a year or leas. The production structure 
remained virtually unchanged while the 
growth of modern manufacturing was 
probably neutralised by Ihe displacement of 
traditional crafts, and in any case was not 
significant enough to make a difference to 
the overall condition. At independence Ihe 
economy was dominated by agriculture, with 
about 85 per cent of the population living 
in villages and depending on agriculture and 
related occupations, using traditional, low 
productivity techniques. In the post- 
independence era between 1950-51 to 1978- 

79 the rate of growth of national income was 
3.5 percent per annum, with agricultural and 
industrial production at 2.7 per cent and 6.1 
per cent respectively. But after allowing for 
the rising share of investment in national 
income, this meant a modest I. I per cent per 
annum rise in per capita consumption. From 
the mid-1960s to the mid-1970s India settled 
into a low 3.5 per cent average (i e, 'Hindu 
growth rate’). The economy shifted to a 
higher growth path from the mid-1970s 
onwards: the trend growth rate between 1976- 
77 and 1986-87 was 4.4 per cent per annum 
compared to 3.3 per cent per annum for 
1962-63 and 1975-76. 

The economy’s relatively strong 
performance in the 1980s encouraged the 
Planning Commission loaim fora 6 per cent 
per annum growth rale in the Eighth Plan. 
The industrial sector went through different 
phases with a growth of 7.1 per cent between 
19.M-7S hut .subsequently the growth rate 
slowed down to 3.4 per cent between 1965- 
75' since the mid-1970s there have been 
signs of an industrial revival, with a growth 
rate of 5.8 per cent between 1975-86. The 
sectoral contribution of agriculture, industry 
and services(seeTablc3 in Appendix) shows 
that this has been undergoing change, 
although agriculture still remains important. 
In spile of a significant increase over 1950- 

80 in the domestic savings rate as a proportion 
of GDP. inve.stmeni has not matclied the 
high level of savings. Trade has made a 
limited contribution to GDP although its 
share is expected to increase with libera¬ 
lisation (exports accounted for only 5.9 per 
cent of GDP and imports for 8.1 per cent 
of GDP in the early 1990s). 

East Asian ’Miracle' 

The analysis of India’s policies on 
liberalisation and globalisation and their 
implications for development can be grasped 
more fully by locating it against a background 
of the east Asian ’miracle’ which captures 


the economic socceu of these econoitties. 
It unfolds insights into the management of 
domestic and external policies aixl hence 
useful lessons for policy-makers. The east 
Asian experience shows that varying 
combinations of the slate tmd the market 
have been used to shape both domestic and 
external policies, and that liberalisation and 
globalisation have been the result, rather 
than tiic cause, of growth. The state in many 
of these economies has been instromental in 
bringing about transformation from an 
agricultural to an industrial society, with 
measures lo stimulate agricultural growth 
through investments in infrastructure, credit 
and technology coupled with agrarian 
reforms. This has been accompanied by 
supporting industrialisation through various 
policies including subsidised credit, training 
and technical education, and creating pre¬ 
conditions for ensuring the effective 
functioning of markets. Simultaneously, or 
within a phased frame, the economy has 
been opened up lo foreign investment to 
support those industries where the stale or 
the indigenous private sector has been 
relatively weak/dcricient. While the thrust 
on growth through such policies has been 
prominent, the state has ensured that poverty 
and employment programmes play a major 
complementary role, in the setting of a more 
competiiivccconomy. However, these broad 
tendencies need to be qualified in relation 
to (he experience of both the north-east Asian 
economies Ce g, Taiwan. South Korea, Hong 
Kong. Singapore), the early east Asian 
‘successes’, and the more recent experience 
of the sraith-casi Asian economics (e g, 
Malaysia. Thailand, indoiMsia). which have 
followed in the footsteps of the other group. 
The south-east Asian economies have been 
more market-orienred than the north-east 
economies.This isexemplified by the greater 
prominence of foreign dircci investment in 
the fornter compared with the latter. The east 
Asian experience has also been underpinned 
by Die emergence of the flying geese' 
phenomenon, which signifies the key role 
played by one country (i e, Japan), in 
stimuliing regional growth and invesimenL 
The question emerges as to why bidM has 
not berm able to follow a rate and style of 
growth comparable with east Asia. Thus, the 
'Hindu rate of growth’ of 3.5 per ceirt over 
1950-84 has lagged far behirtd the ‘hyper’ 
9 per cent to IS per ceiH rates nchiev^ by 
countries like South Korea, Taiwan. 
Indonesia and Malaysia in this respect, eatt 
Asia’s rapid economic growth and the 
relatively egalitarian pattetn of income 
distribution cannot be attributed to maitet'- 
oriented policies alone, but alto leitt on a 
combination of peculiar initial conr i ticM 

andstraiegic government imerveatioaanriL 
tlwsiiioQditiansitionfromiin|iaiUi4MtiWrtM 
indutiiialisation (ISi) lo export pttinwitiim 
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wa$ iKX simply the result of marlcet signds, 
but benefited from an eartier period of 
business and entrepreneurial maturation 
which date back to the pre-1945period under 
the Japanese in Korea and Taiwan. South 
Korea andTai wan were relatively egalitarian 
even before the transition to export led 
growth, emanating from extensive business/ 
commercial restructuring and agrarian reform 
thm were undertaken in these countries in 
the 19S()s.The market-oriented policies were 
acconqunied by strategic state intervention 
that complemented and directed rather than 
negated marfcm forces. Despite variations in 
the patterns of state intervention, in each 
case the east Asian states through discrete 
and targeted interventions created an 
environment supportive of market forces. In 
the early stages the state acted as a surrogate 
for missing capital markets. Furthermore, by 
investing heavily in education (especially 
vocatiorud education) it created a technically 
skilled and disciplined labour force geared 
for economic modernisation and export 
promotion [Shatma 1993]. Recent studies 
emphasise that the east Asian economies 
have experienced rapid growth over three 
decades, withrelatively low levels of income 
inequality. Policies that reduced poverty and 
income inequality, such as focusing on high 
quality basic education and augmenting 
labour demand, also stimulated growth. 
Rapid growth and reduced inequality led to 
hitter demand for. and supply of, education. 
Moreover, low levels of income inequality 
may have directly stinwlated growth [Birdsall 
et al 1993]. 

Basically, the Indian state has to recognise 
that the quality of tiale intervention is of 
critical importance. This coupled with 
selectivity in targeting have bem critical 
issues in the comparison of the Indian and 
the east Asian stau;. 

Roots and Aftchmath of Ljberausation 

The fornuilation of India’s liberalisation 
(SAP) can be traced to the early I98()s, with 
subsequent modification, reformulation and 
intensification in the early I99()s, under¬ 
pinned by an attempt to shift firoma relatively 
’closed' to a more open economy. In sharp 
contrast to other developing countries the 
roieofliberalisation was primarily motivated 
by desire for growth and more outward 
looking policies against a background of Che 
domestic market being considered limited in 
stimultuing growth. Liberalisation was 
professed to stem from constraints in the 
Indian economy, including inability of the 
state to mobilise adequate internal resources 
for investment, limited possibilities of 
expansion in domestic mass maikeu for 
consumption goods and the need to expose 
industry to inieniational competition. Import 
liberalisation was advocated to release 
competing forces in the economy to relieve 




excess capacity in the industrial sector, which 
was attributed to market imperfections rather 
than deficiencies in demand. The luxury 
consumption led growth motivation behind 
liberalisation has been implicitly anti- 
egalitarian with production and consumption 
of durable consumer goods for the rich and 
upper middle classes.'’ 

The historical development of 
liberalisation can be traced to the Jan^ 
government (1977-80) which encouraged 
the initial stage of liberalisation. This was 
continued by IndiraGandhi during 1980-84. 
India’s drawing Rs 8.1S billion in 1980-81 
from the IMF Trust Fund and the 
Compensatory Rnancing Facility aitd its 
acceptance in November 1981 of a large 
Extended Fund Facility amounting to SDR 
US $ S billion over three years for about Rs 
SO billion provoked consideraMe debate. 
However, only 3.9 billion of this was used 
before India terminated the agreement in 
May 1984[Joshi and Littlel987;374]. Rajiv 
Gandhi made liberalisation a priority on 
coming to power in late 1984. Under this 
general umbrella a number of changes were 
introduced, including easing of slate controls 
on the activities of national firms, such as 
entry into production, decisions on 
production and expansion, lowering of 
corporate and personal taxes, and a long¬ 
term trade policy substituting tariffs for 
import restrictioos. Some devaluation and 
lowering of import barriers on selected items 
were also introduced [Kohli 1989:305-06]. 
Indira and Rajiv Gandhi succeeded in 
executing some important policy reforms by 
the need to build up political support tended 
to slow down liberalisation under Rajiv 
Gandhi. Against a background of mounting 
debts India's negotiations for an IMF loan 
unfolded in the 1990$.'” 

Thus, on December 16, 1991 the finance 
minister made a statement before parliament 
and laid a copy of the memorandum on 
understanding with the IMF. It spelled out 
Che conditions imposed on India for the IMF 
Stand By Credit of approximately $ 226 
billion, llie loan was related to IMP’s norms 
for such loans: insistence that balance of 
payments viability be restored in order to 
repay IMF loan after three years and before 
the expiry of five years und^inned by calls 
for b^getary b^ance to restore b^ance 
between domestic demand and supply, a 
tight monetary and credit policy, and 
devaluation of the currency to dis&airage 
imports aixi encourage exports (with a view 
to restoring balance of paymenu viability). 
Prior to this to facilitate access to IMF 
facilities changes bad been introduced to 
trade and industrial policies in line with an 
IMF uppertranche loan; the rupee had already 
been devalued. (The rupee was devalued m 
two stages on July I and July 3,1991 against 
the iruyor currencies by just under 20 per 



cent. Subsequently the rupee has been 
allowed to depreciate ftirther.) A number of 
promises were made (under the 
Memorandum on Economic Policies for 
1991-92and 1992-93 attached to the finance 
minister’s Ittter of August 27,1991 to the 
managing director of the IMF) including 
relaxing imports of capital goods and 
undertaking decentralisingimports, adopting 
a new appnrach to public sector enterprises 
(including reviewing the portfolio of public 
investments, reducing bod^tary transfers to 
public enterprises, disinvesting of part of 
equityinseieined enterprises and not allowing 
sick public sector industries to continue 
incurring losses) [Ghosh 1992:13-15]. 

Basically, the negotiations centred on India 
agreeing to IMF’s demands including 
deregulation of industry.encouragingftHeign 
trade regimes, loosening control over foreign 
trade, devaluation, reductions in budget 
deficit, greater freedom to foreign investment 
and partial privatisation of the public sector.” 

Liberalisation has focused on both the 
internal and the exterrutl sector, giving rise 
to varying levels of support and opposition 
from different socio-economic groups, 
includinglargeand smaliindusuialists, urban 
middle classes and rural and urban poor. 
These policies have centred on reducing 
stateexpenditure and placing more emphasis 
on the market, but challenges have been 
mounted by various sections of the poor. In 
the context of India’s political economy the 
policies have tended to relegate to the 
background deep rooted causes of India's 
economic and .socio-economic problems 
including the fiscal crisis of the state, 
emanating from inability to raise taxes from 
the richer sections, inadequacies of 
agricultural growth, skewed distribution of 
income, infrastructural constraints and 
persistence of significant rural and urban 
poverty. 

Debates have raged over the implications 
of India’s liberalisation programmes for the 
external and the domestic economy. Briefty, 
the tendencies suggest that in the aftermath 
of liberalisation external debts have been 
growing in recent years along with debt 
servicing. India has had a close relationship 
with the large international donors and Iim 
been one of the chief recipients of the 
relatively cheap World Bank’s International 
Development Agency (IDA) loans. While 
this is still important its percentage share of 
total loans has been falling with increasing 
use of commercial loans: concesrional debt 
as a per cent of the total external debt fell 
from 75.1 per cent in 1980 to 42 per cent 
in 1992. Foreign direct investment has been 
growing but is still relatively limited in the 
context of the economy. India’s acceu to 
international finance has been less than 
adequate to sustain a growing transfer of 
resources to the country from the rest of the 





world This iiM considerably impaired the 
growth prospects in the economy by 
curtailing the country's import capacity in 
the face of rising levels of both c^iiul and 
import Intensity. The lower rate of growth 
of GDP has reduced the growth in import 
demand, despite the increase in import 
inteiuity of out|wt as has resulted horn the 
recent spate of import liberalisation in the 
economy. This has been characterised as an 
impmt led GDP compression, an experience 
shaired by many countries in Latin America 
and Africa which had heavy external debt. 
Under such condilions the debt country could 
becomeacompulsivebonower. Whilecffotts 
to control imports and the trade deficit by 
restraints on output continues, the inflexible 
and growing debt services constrain the 
, country’s capacity, by means of indigenous 
efforts, to limit the sizeof thecunent account 
deficit. The country therefore continues to 
borrow in order to finance the latter, without 
however, adding to its capacity to impon 
[Sen 1994]. Despitesubstantiai devaluation, 
the trend in exports, imports and hence the 
trade balanceremainsundiangedsince 1980. 
This has not contributed to an improvement 
of trade balance and could accentuate the 
debt repayment problem. Hence, there are 
doubts about stimulating growth and 
industrial production andconuolling inflation 
under the type of liberalisation pursued by 
India.’* 

Globalisation demands overcoming 
domestic constraints and becoming 
internationally competitive. It promises the 
flowofcapital from developed to developing 
countries, where wages arc lower, subject 
to their economies opening up. However, 
such shifts of capital, including portfolio 
capital and foreign direct investment, have 
been primarily directed towards the 'old' 
and the 'new' east Asian economies and 
Latin America, rather than Africa and south 
Asia. There is also a difference between 
direct foreign investment which caters for 
the local mathet and investment which caters 
furthe global market.This typeof investment 
is still in its infancy in south Asia and Africa. 
Moreover, movement of short-term capital 
may expose the countries to instability.” 

Globalisation could intensify exposure of 
the Indian economy toextemal market fonxs, 
induced by liberalisation, through further 
ditnuuitlingof control over trade and finance, 
including greater reliance on borrowings 
from pivate capital and intensification of 
foreign direct investment, including joint 
ventures in key industries, facilitated by 
India’a relatively cheap labour. Some studies 
suggest that India is relying much less on 
donors to finance its development plans 
initiated by the government and that India's 
foreign deta has been growing: debt servici ng 
ratio at the end of 1990 was per cent. This 
has been paraliclc<! by increase in 


conunetcial bonowii^ stemming in part 
from the inability of offleiai creditors to 
fulfll India's growing need for external 
financing on concessional terms [Goopiu 
and Peria 1992:3]. Economic and political 
pressures on the Indian slate are likely to 
shape the intensity of such policies [Roy 
1995(a) and (b)]. 

On the pessimistic front doubts keep 
surfacing about the net impact of globalisation 
on the Indian economy. Thus, the stimulus 
provided by exports of manufactured goods 
arising from the inflow of DPI for locating 
enterprises under the economies of scale in 
the global market is likely to be very limited. 
Moreover, India's own efforts to promote 
exports may be limited in reducing 
unemployment and poverty, the role of 
agricultural growth for the expansion of the 
home market and stimulation of industrial 
growth is likely to be of critical importance 
coupled with unemployinem and poverty 
alleviation programmes. This requires 
accelerating agricultural growth through a 
combination of strategies including a more 
egalitarian structure. 

On the optimistic front, in order to gain 
from globalisation it is necessary to adopt 
policies which could equip the Indian 
economy to compete internationally. This 
demands strengthening the domestic 
economy and integrating features of 
libcralisauon which could further such goals. 
This includes selective liberalisation of the 
domestic and the external sector, and in 
particular the latter, in specific fields where 
past policies may have been deficient. This 
is exemplied by spheres including power, 
telecommunications, electronics, heavy 
industries such as fertilisers, airline.s and 
some services where foreign investment and 
technology could reduce financial and 
technological pressures on the state. Ideally, 
export led growth should belabour absorbing 
and skill enhancing. However, such an 
orientation requires carclui evaluation ofthe 
need for, and the scope of, making the labour 
market more flexible, increasing public and 
private sector efficiency, selective 
privatisation, or even closing down ailing 
public and private industries. This needs to 
be accompanied by state provision for 
redundancy and re-training programmes to 
minimise any adverse .soci<>-ca>nomic ctTccl.s 
and ease the re-absorption of labour in a 
growing economy. Resources saved by the 
state, as a result of any tcorganisatlon, can 
be used for essential investments, including 
key public sector projects and creation of 
human capital. This shouldbc reinforced by 
a more efficient and progressive taxation 
policy to generate resources internally. Such 
thrusts need to be combined with measures 
which can build a strong agricultural sector 
which is interlinked with industrial growth 
and supported by poverty and employment 


programmes. Thus, it is essential to analyse 
more fully the nature of interaction between 
the state and the market in the context of 
liberalisation and globalisation, in this 
respect, the east Asian developmental 
experience, as discussed earlier, provides 
useful insights into the role of dom^c and 
external policies. The Chinese experience 
too suggests that ‘strategic globalisation' 
has produced more rapid and far-reaching 
success in liberalising select sectors and 
enabling her to become a major exporter of 
manufactured goods, in the context of 
coexistence of the state and the market.** 

PoLiciK ON Poverty: A Historical 
Analysis 

This section analy.ses the historical 
development of policies on poverty reduction. 
This is essential in understanding more fully 
the scope of using such strategies in the 
frame of a shift in emphasis to nuirkei forces 
under liberalisation and globalisation. 

The key policies which impact on curbing 
poverty include the following: 

(a) growth based strategics (including the 
rate and composition ol growth) and its 
‘inckitng down': 

(b) institutional policies, exemplified by 
changes in property relations and larid reforms 
coupled with decentralisation measures: 

(c) provision of basic ncecLs/minimum 
needs and social wel fare: which can be viewed 
as both social support and long-term social/ 
human investment: 

(d) employment based programmes to 
encourage sell-employment andemploytnent 
through public wisks which can provide 
incomes and create assets. 

Concent over redistribution, with the 
ubjcctiicofallciiatingpovertyand reducing 
inequality, has been extensive, but it is 
irnponamindisiinguish between the rhetoric 
and the reality. While the propottiun of rural 
and urban poor tvlow the 'poverty line' has 
been decreasing over the post-colonirri era, 
a significant number, especially in the rural 
areas, continue to barely subsist. Poverty has 
been concentrated in regions such as the 
eastern and central states which face serious 
development and financial constraints. 
Measures of poverty are subject to error. 
Significant agncultural and industrial 
development has imensified interr^onal 
and inicixTass inequality. Organised sector 
workers and middle and large peasants have 
been gaining at the expense of unorganised 
sector workers and agricultural labotirm 
and artisans. The relationship between (he 
trend of agricultural production and the 
incidence of rural poverty should be an 
inverse one. But the Indian evidence unooven 
a more complex relationship. L.'mil the mid- 
1970s, agricutiurat pnxluciion grew at a 
higher rale than population growth. The 
regional distribution of the realised 
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agricultural growth has been highly uneven, airategy for the development of the rural for tubseqnent programme* to incruafe 

There was no significant downward trend in economy. While the large semi-feudal participatioiidiroughdecetitralitationiAthe 

the incidence of rural poverty until the mid- landlords were exposed to the reforms, the local level. 

1970s. Poverty ittclud» a growing share of medium to small landlorda who were often In terms of providing basic or minimum 

landless and wage dependent households in resident in the villages received no such needs, Indian history reveals that kings and 

the poor as a whole. These households blow and attempts to abolish tenancy were the state were expected to provide social 
accoumfor37percentoftheniralpopulation not successful. Small and marginal farmers assistance for the old, sick, widowed, 

but 46 per cent of the rural poor and well lack adequate and assured access to land orphans, blind and disiMed embodied In 

over half in some slates; the casual labour with the process of marginalisation of Manusmriti, Sukraniti in Yagnanalkya. 

market is the main arbiter of the fortunes of operational holdings moving ahead SmritiandArthashastra. Tbeneedtored^ 
this chronically and often desperately poor unchecked in recent years. This may gain povertywasrecognisedfairlyeariyialndia’s 
niral group as well as many of the urban momentum in the coming decades, ceiling post-c^onial history although the complex 
poor. Despite recent gains, the number of legislation having been unable to slow down nature of poverty and the obstacles faced in 
poor remains large.*' this process. However, the vision of dealing with it have gradually emerged. The 

The role of poveny programmes has to be establishing harmony between small and zeal to eliminate inequality and injustice 
[riaced in the frame ufthinking which shaped marginal cultivators and large and medium started taking concrete shape in the early 
India’smixedeconomy, withthestateplaying cultivators fails coconfront the harsh reality 1960s. A plan was devised for providing a 
a significant role in planning. In the post- of the unequal rural power structure, minimum level of living fortheentirelndian 
independence phase (i c, after 1947) Moreover, while supporting programmes populationbytheendoftheSixthFive-Year 
Keynesian, Russian and indigenous theories including research, extension, investment. Plan in 1973-76: a minimum level of living 
onscateplanningemeigedbutfromthe 1980s, credit and institutional change should be consisted of a nutritionally adequate diet, 
andinpaiticularthccariy I990s,anemphasis welcomed, the extent to which these can shelter and clothing. But the programme 
on maaket forces under neo-liberalism has succeed in bringing about growth, equity failed to establish a direct relationship 
prevailed. The Indian experience shows that and provision of viable livelihood between itself and productivity. A large 
a combination of inadequate growth and opporninitiesforthepoorcannotbedivorced reduction was made in actual expenditure on 

faiiureofgrowthtn’trickledown’hasresulted from the sharply differentiated agrarian minimum needs: less than Rs 1.6 billion was 

in inability to meet the basic needs of the sttucture.Sincecheintraductionofthe ‘green spent in 1974-79compared to the allocation 

poor, coui^ed with widening of disparities revolution'in the 1960s there has been the of Rs 2.6 billion.** 

over the years. Trickling down’ of growth rise of a class of the so-called ‘kulaks' Malnutrition, particularly m the rural 

may dem^ fairly high rates of growth over originating from the middle and large sector, is one of the main dimensions of 

a long period. Some economists have peasants who have started competing with poverty. Particular groups in the rural sector 

attrihuied to inadequacy of growth the failure the industrial classes for .stale power.*' are likely to be badly hit. This is exemplified 

of Indian planning to make a significant dent In spite of redistribution of assets through byal981 survey based on 12 communities 

in poverty. The planning phase, I9S1-60, land reform being a key national goal the in six regions of Bihar, in eastern India, 
saw an overall growth rate trend of only 3.8 states have assumed the key responsibility which found that 89 per cent of the landless, 
percenlwhileduringthenextdecade. 1961- for implemenlation. The legal f^ramework most of whom had scheduled caste 
70, it was only 3.7 per cent against high rates has been divorced from other developmental affiliations, felt they were not getting enough 
of population growth. This was considered goals and has been riddled with deficiencies, food. Ovcrhalf.sufTeredftom varying degrees 
to be the explanation for low living Commitments to land reforms have been of malnutrition; 23 per cent were in the two 
standards.*' weakened by the need to mediate between most vulnerable nutritional categories. Nearly 

Theami-povmystrategyinindiahasrelied competing groups of beneficiaries (the a quarter of those owning a hectare or more 
and continues to rely on economic growth landless and small peasants) and adjudicate of land repotted insurficient food and 7-13 
as one of the major instruments for reducing between compensated and coerced percent landholding households were judged 
poverty. Analysisoftherelationshipbetween redistribution, and by constraints in to be at severe nutritional risk. Similarly 
growth and poverty shows that if income establishing and executing land ceilings, surveys in the semt-arid villages routinely 
mobility was perfect all would benefit Evasion ofeeilings has also been prominent monitored by ICRISAT, the Indian Crops 
equitably from growth irrespective of their coupled with lack ofadequate land for distri- Research Institute for Semi-Arid Tropics, 
initial posuion. There are barriers to income bulion, doubts about the inverse farm size- have found mean calories intake among 
mobility whichgiverisetoinequitablegains productivityrelationshipandaboutmaintain- landless labour and small farm households 
at any level of growth, high or tow. These ing marketed surplus after land leforms.** to be substantially iowerthan among medium 

barriers ore suuctural (notably the skewed Attempts to persuade those with access to and large farm units.*' 

distribution of land) and institutional large tracts of land to ‘give it away', such Provtsiim of nutritional programmes has 
(affecting theoperation of markets). In their as under the Bhoodan movement, led by been an important policy to reduce poverty, 

interaction with each other and growth, they VinobaBhave. have met with limiied success. The state planned to cope with household 

shape the nature and crunposition of poverty The community development prograinine, level food security through the public 

(Toidulkar 1992], following India's independence, fftled to distribution system (PDS), food for work 

Institutional measures have centied on uselocallevelinstitutioiutoinitrateefTective programmes and special feeding 

creating a basis for changing the asset development programmes. In more recent programmes. Similar schemes have been 
distribution to establish a mote equal socio- years decentralisation and the use of local embraced by mid-day meals programme in 
economic structure. This can enable a more level decisfon-making have resurfaced. In Tamil Nadu and AndhraPrad^ rice for the 
er^al sharing of the gains from growth. In this respect, an important movement under poor. The interventioru have focused on 
this context, land distribution has been a JP Narayan, a veteran politician, was Nav overcomingthoitagesinfoodintakeofpoor 
majorfeatureofindianpost-coloniaipolicy. Nirman which focused on decentralisation households, seasonal or drought-induced 
La^ reform has been seen as a major force of power from the coitie to the states and malnutrition and of ipeciflc vulnerable 
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have really benefited social ftoupt who were 
not at nutritional risk, while bypassing 
critically poor groups, who continue to 
confront chronic shortfalls as well as severe 
malnutrition in the drought years [Subbarao 
1987]. Indian experience hi^lights the need 
to avoid untaigeted nutrition interventions, 
with nuuiy states being driven by political 
rather than economic motivations. Positive 
developnientsemerged in the 1980s with the 
central government and some state 
governments introducing innovative, 
targeted interventions with children and 
women in vulnerable households obtaining 
substantial benefits. However their 
geographical and population coverage has 
been confined. The lack of any genuine 
attempt to curb untargeted intervention.s in 
spile of pressure on the budget and adverse 
macro-economic effects, have led to 
programmes leading to the creation of 
“powerful institutional rents which now form 
a part of electoral politics” [Subbarao 1987|. 

A formal social security system has evolved 
over a number of pha^. These schemes 
have been legislated in line with ILO recom¬ 
mendations and arc confined to the 'organised 
sector’. embracing public services (in govern¬ 
ment, public enterprise, local authorities and 
quasi-goveroment bodies) and non-agricul- 
tural establishments in the private sector 
employing 10 or more persons. Employees 
in this sector comprise not even 10 per cent 
of the total labour force. Even within the 
organised sector, public employees arc much 
better placed in gaining access to social 
security and levels of benefits than workers 
in the private sector. The severe inadequacies 
of social security provision for the un¬ 
organised sector of the workforce, the un¬ 
employed and the unemployable (such as the 
oldand the handicapped) ha ve been subjected 
tocriticism. Indeed, this has been con.sidered 
to be inexcusable becau.se the .size of (he 
excluded population exceeds 90 per cent of 
the population while the daunting magnitude 
and complexity of the problem explain 
'policy blindness’. While there has been no 
nationwide approach in terms of policy or 
pfogrammes for extending social security to 
unorganised workers, or more widely to 
poor households, in practice a patchwork of 
schemes which provide different types of 
social security entitlements to the poor 
have come into being at the national and 
sUUe levels. These can be grouped under 
(a) insurance scheme, (b) promotional 
schemes which seek to prevent or ameliorate 
contigencies requiring relief and (c) specific 
protective schemes. The most direct form of 
social security available consists of social 
auistance schemes implemented by stale 
governments. The key ones have b«n old 
age pensions fur the 'destitute' poor and 
many snucs have more liberal schemes for 
agricultural labourers who are likely to be 


the pooreat among the elderly. The excluded 
have been seen as being politically powerless 
in the context of an elite oriented establish¬ 
ment. This demands sustained and reasoned 
advocacy at the national and international 
levels tobreak down the barriers loexclusion 
(Appasomy 199S]. 

Employment programmes have been a 
miyorinsmiment for reducing poverty among 
the poor and particularly those belonging to 
the scheduled castes and scheduled uibes. 
The key employ ment programmes have been 
the. Integrated Rural Development 
Programme (IRDP) (launched in 1980), 
National Rural Employment Programme 
(NREP), (1980) and Rural Landless 
Employment Guarantee Programme 
(RLEGPX1983). TheNREPandIhe RLEGP 
were combined in 1989 to form the. Jawahar 
Rojgar Yojanna (JRY). The Nehru Ro/gar 
Yojanna (NRY). covers the urban sector. 

The IRDP embraced an ambition for 
acquiri ng assets, and was designed to develop 
self-employment ventures in a range of 
activities in the rural areas. The target was 
to cover IS million beneficiaries ai the rate 
of 600 per block per year, with each block 
covering several villagcs.ltaimedtodivcrsity 
the occupational stnicture and specified that 
33 per cent of the beneficiaries covered 
.should be in the secondary and tertiary rural 
sectors (Singh 1986: 65]. Subsidies and 
institutional credit provided by the stale tu 
finance the assets provided to the selected 
households. The capital costs of the assets 
were subsidised to the extent of 2S per cent 
for small formers, 33.3 percent fur marginal 
farmers, agricultural labourers and rural 
artisans and 30 per cent for the scheduled 
tribes." 

The NREP, which commenced in 1980. 
was designed to utilise the accumulated food 
stocks to create employment and improve 
the nutrition of the rural poor. Subsidised 
supply ol I'lKxlgrains was an essential part 
of this scheme. Unlike earlier food fur work 
programmes the emphasis was on creating 
specified durable community assets, with 
detailed guidelines us to the category of 
people who were to be benefited and also 
as to the kinds of assets which were to be 
created. It represents an attempt to provide 
gainful employment in rural areas to the 
extent of 300-400 million man days per 
annum andcFeatedurablecommunity assets. 
In August 1983 a new employment 
programme called the RLEGP was launched: 
to provide guarantee of employmeni for at 
least one membernf every landless household 
up to 100 days a year and result in the 
creation of durable assets, which could 
strengthen the infrasuucture of the luial sector 
[Singh 1986; 64-65]. This aimed to provide 
additional employment to landless labourers 
without laying any special emphasis on the 
creation of durable assets. 
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The employroent and poverty aUeviatipn 
programmes, initiated during the Sixth Plan, 
were continued in the Seventh Plan. 
Acceleration of foodgraia production, 
increasing employment opportunities and 
raising productivity levels were the main 
aims. The plan, reiterated aims which had 
been prominent in previous plans, ‘the 
guiding principles of the Seventh Five-Year 
nan should continue to be growth, equity 
and social justice, self-Feiiance, improved 
efficiency and productivity'. 

The Seventh Plan established more 
concretely the relationship between 
productivity and growth. Employmeni can 
only be sustained if it is productive and adds 
to output and incomes on a continuing basis. 
The aim was to generate productive 
employment by increasingcroppingimensity 
and extension of new agricultursd technology 
to low productivity regions and small 
producers. Rural employment was 
emphasised through programmes including 
llie NREP, RLEG arid IRDP. Effectiveness 
was to be ensured through better planning, 
closer monitoring and tighter organisaiioR. 

The plan made it explicit that ctKlowmeiil 
of income-generating as.sets, for those who 
lacked them, was the core of employment 
and anti-poverty programmes. Asmeniioned 
earlier, the NREP and the RLEGP, svere 
merged into a single programme knosvn as 
the JRY. This aimed to create sustained 
employment by strengthening rural 
infrastructure. The largei groups are 
scheduled castes (.SC), scheduled tribM (ST), 
and freed bonded labourers, who suffer from 
acute depression. It is stipulated that at least 
30 per cent of the employment should be 
provided to women. JRY is a centrally- 
sponsored scheme but implemented by state 
governments, with expenditures ^ared 
between the centre and the states on an 80:20 
ratio. Allocations to uiates and union 
territones (UT) is nude on the basis of the 
proportion of rural poor in a staleAJT to the 
total rural poor in the country. Theallocatioas 
from the states to the districts are made on 
the basis of an index of backwardness, which 
takes into account the rural SC/ST population 
in a district to total SC/ST populMion in the 
state, as well as the inverse of per capita 
production of agricultural workers, in equal 
weights. District rural development sgencies 
(DRDA) and zilla parishads (district levd 
bodies) administer the futtds at the district 
level. The bulk of the funds, however, are 
allocated to, and administered by village 
panchay ats (lowest level administration] with 
60 per cent weight given to the SOST 
population and 40 per oeiu to the total 
population of the panichayau. Wagea ttader 
JRY are paid at the rare tpectfied under the 
Mmimura Wi^es AcL and may bepaid preily 
in ruodgraias and partly in cadi: the rado 
between wages and material co tap o w e nu 
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being 60:40. The asseu created under such 
schemes arc often of poor quality and fail 
to benefit poor households [Gaiha I995J. 

Training ruial youth for self-employmeni 
has been another type of employment 
programme. This is exemplified by Training 
of Rural Youth for Self-Employment 
(TRYSEM). This started as centrally- 
sponosied project in 1979 aiming to provide 
technical and entteprcneurial skills to rural 
youth from poor families to enable them to 
engage in income generating activities. 
TRYSEM trainees are eligible for IRDP 
assistance on completion of tiwir training 
progremme. However, thequality of training 
and other forms of support have not been 
satisfactory [Gaiha 199S: 870]. The mean 
achievement under TRYSEM -youth trained 
as a fraction of the target ws 54 percent with 
a high dispersion (Gaiha 1995: 872]. 

The limitsof Indian anti-poverty strategics 
centre on two explanations; The first shows 
that programmes have been unable to reach 
the poor and the second emphasises the 
disenoe of structural change In society. TTie 
major poverty programmes [i e, the employ¬ 
ment programems] have continued to suffer 
from deficiencies of incorrect identification 
of beneficiaries, the leakage of benefits, and 
inflation of man days of employment 
generated.'" 

The first explanation highlights had imple¬ 
mentation as the main cause of anti-poverty 
programmes not reaching Che poor. Lack of 
political commitment and strong leadership 
may account for this. The failure of adminis¬ 
trative structures to translate programmes 
and plans into action, coupled with inability 
to investigate cortuption and leakages which 
divert benefits, have intensified the 
difficulties. 

The second explanation places the blame 
on the absenceof structural change in society. 
The poorer sections of the population cannot 
possibly share equitably in the gains of 
development unless society is radically 
restructured. Without such changes, special 
programmes wilt only bolster the interests 
of the rich and powerful [Paul and 
Subrnmantan 1983], The targets and 
strategies of development programmes 
should not be divorced from socio-political 
power relationships. In this context, the 
emergence in recent years of ‘quiet violence' 
against the rural poor, and in particular 
members of the scheduled castes and tribes, 
mostly concentrated in subsistence 
agriculture has aroused deep anxiety. 

In this context, it is essential that the poor 
exercise greater influence over the formula¬ 
tion ami execution of poverty reduction 
policies which can fulfil basic needs and 
basic rights, including social and political 
justice. TheM require that thepoor participate 
more fully in the economic, social and 
intiiimions of power. 


PovBXTY Reduction pQUciBS 

This section analyses policies on reducing 
poverty, based on growth and targeted 
poverty programmes, covering the ‘old' and 
the ‘new’ poor.*" This has to be seen in the 
context of pressures on the state to protect 
the real incidence of expenditures for such 
purposes while curbing government 
budgetary deficit. 

The scope of poverty reduction through 
boosting employment under liberalisation 
and globalisation is of critical importance. 
Alas, there seems to be no effective muional 
recipes for full employment. India’s 
experience is particularly relevant for 
developing countries with a democratic 
polity: transition economies developing 
market institutions and redefining the role 
of government; economies where 
sustainability ofacti VC labourmarkct policies 
requires ikw institutions; and countries that 
have embarked on stabil isation and structural 
adjustment programmes addressing social 
dimensions with liberalisation of controls 
for increased internationalisation and better 
macro-economic management. Fears have 
been expressed that the burden of adjustment 
falls on the unorganised segment of the non- 
agricultural sector, resulting in additional 
unemployment of betweend and 10 million 
persons. However, this can be criticised for 
not considering demand-constrained and 
supply-coastrained growth scenarios but the 
main issue raised remains, namely, that a 
large number of workers in vulnerable forms 
of non-agricultural employment can add to 
the number of unemployed and 
underemployed. This also mcaas increased 
competition fur jobs with those whoseparate 
from the organised private and the public 
sector. The problem is acute for the educated 
unemployment because the growth of 
secondary and tertiary education has 
increased the supply uf qualified skills ahead 
of demarKl. Human capital investmeiKs for 
the employed remain low, aggravating the 
situation with skills obsolesceiKe [Mathur 
1995]. Employers in the private sector were 
the first to demmd labour market reforms 
so that the high cost of employment security, 
cited as an impediment to industrial 
restructuring, could be reduced. In this, they 
were supported by the internationd financial 
donors, who have introduced the term ‘exit 
policy' as pan of the reform conditioi^ities 
in the arrangements for the structural 
adjustment loan. Employees and unions 
pointed to the limited scope of empioyment 
security provisions, and alleged that 
employment was being retxlered vulneraUe 
because employers mismuiaged enterprises 
with little fault of labour. Both views are 
valid and mnpirkal support can be found for 
them. Three concerns have influenced the 
government. First, the human and social 


dinwniions of libendiMtion require ihre it 
should address the problems of the 

unemployed and the poor (in number al least 
five limes more numerous than unionised 
employees) to prevent potential social 
upheaval. Second, the magnitude of industrial 
restnicturing demands assessment, togetbei 
with policies for private sector development 
and the pace of restructuring. Third, the 
emergingsolklarity of the left of centre parties 
with unions critical of the new economic 
regime necessitates the building of viable 
approaches for abating the outcry over 
redundancies. The discussion on devdoping 
the labour market in the context of rapid 
restructuring induced by global processes is 
an ongoing one. The search for national or 
regional solutions to global problems, like 
full employment, may be futile in the context 
of compartmentalisation of the world 
economy. Moreover, while globalisation 
holds promise for the free movement of 
labour, this is likely to be confined to skilled 
labour in developing countries. Hence, 
migration to relatively high wage economies 
is limited in resolving unemployment, tow 
wages and poverty facing the majority of the 
low and unskilled labour in developing 
countries.’’ However, in the long run, select¬ 
ive liberalisation, supported by appropriate 
training for new skills, can create the basis 
for generating labour inten.sive exports. 

In the medium to long term the nature and 
composition of growth under the changing 
gloM conditions is of critical importance. 
In this respect, it should be recognised that 
the emphasis on the market could have 
adverse implications for the poor via cuts 
in public sector employment and contractions 
in total employment (i e, through a multiplier 
effect), and via food prices, as a result of 
devaluation. 

As mentioned earlier, the nature of growth 
is intrinsically linked to the reduction of 
poverty. Under liberalisation and 
globalisation it has been assumed that in the 
medium to the long-term growth will resolve 
India's empioyment and poverty. 

In this context, three main issues need to 
be grasped:’’ 

(i) The rate of economic growth has to be 
fairly high: 6-8 per cent per annum or more 
to have a measurable ‘trickle down' effect: 
the experience of the states reveals different 
rates of growth and varying levels of 
performance in terms of poverty alleviation. 

(ii) The composition of the growth is as 
importantas the rateof growth: an agriculture. 
led growth is expected to have a more 
significant impact on alleviating poverty. 

(iii) ‘Rw spi^ effect of growth is likely 
to be faster if it accompanied by investment 
in infrastructure and in human resource 
develofmimt. 

It should be emphasised thm even among 
those households who have crossed the 



econofflically determiiHil povetty line one 
may And low leveboflltenigr) low standards 
of child and nwther care, discrimination 
against women. Hence, to create a basis for 
long-term growth and increase emptoymeitt 
which can beneAt poor households, public 
investment in some of the key sectors, 
especially agriculture and infrastruaure, 
coupled with protective measures, the public 
distribution of foodgrains, and employ mem 
programmes need to be intensifi^. These 
can be combined with policies to improve 
the capacity of the poor to participate more 
fully in the market. This demands state 
intervention to strengthen property rights of 
the poor and support in reducing traruaction 
costs.” 

Linder liberalisation the focus has been on 
using acombi nation of previous programmes 
to cope with ‘old’ and ‘new’ poverty, the 
latter emanating from liberalisation. The 
analysis includes the levels of expenditure 
and allocation by region, sector, a^ socio- 
economic group. Thisdraws from some major 
studies. 

The stabilisation phase is expected to be 
accompanied by a decline in economic 
growth and employment, with long-term 
changes in aggregate levels of employment, 
significant shifts could occur in the labour 
market in terms of regions, sectors, gender, 
skill levels, wages and conditions of 
employment. These might worsen the 
position of some of the vulnerable sections 
of the labour force. Similarly, the real incomes 
of the poorer groups might be threatened 
through changes in earnings and prices 
affecting their incomes and consumption. In 
this respect, fiscal contraction is likely to 
result in reductions on outlays on subsidies 
and on budgetary outlays for the poor. 

The central government's budgetary 
expenditures on the ‘social sectors’ is 
responsible for cushioning the impact of 
economic changes. In this respect, food 
subsidy and central and centrally-sponsored 
programmes for poverty alleviation, 
employment programmes and basic needs 
are especially important as they are sizeable 
and have a nationwide impact (Guhan 199S: 
I09S|. Practical constraints have operated to 
confine most of the discussion to the central 
level although the slates have a much larger 
share in social expenditures (data in regard 
to the latter is less accessible in a timely and 
sufficiently disaggregated form; besides, 
wide variations among the states make it 
difficult to derive conclusions of general 
inletesi). 

Economic reforms have been content to 
treat social expenditures as a residual. They 
have been ‘protected’ in a minimal sense in 
the central budget. While the stales are 
responsible for the bulk of social 
expendituns, on their own or as agents in 
the centrally-sponsored ptogranunea, no 


attend haa been made to devise a national 
policy foriocia]expenditurea.Theeconomic 
leforma will be severely hampered unless 
more funds arc allocated at the centre and 
in the states for locial expendituies and 
concuftenlly whatever funds that areavailable 
are put to the beat use (Guhan 1993:1101]. 

The lower transferof resources from centre 
to state was reflected in the state budget 
when the states reacted by reducing the 
development expenditure mainly on social 
sectors. The central goveniment plan outlay 
on education sharply declined in 1992-93 
and 1993-94 compared with 1989-90 but 
showed an upward trend in 1994-95. 
Similarly.lbecentral government plan outlay 
on medi^ and public health showed a decline 
since 1990-91 but recently it is showing an 
upward movement. However, the sharpest 
cuts occurred in the expenditure on some 
preventive disease control programmes, 
financed by the central government, such as 
those for the control of malaria, tuberculosis 
and leprosy. These are diseases that strike 
the poor. They are without any form of 
medical insurance and rely on the public 
provision of health care, suffering 
disproportionately from reductionsinpublic 
health expenditure during this period IGupia 
1995; 1305]. Cuts in central grants to the 
states have severely alfectcd low income 
states which are more dependent than others 
on resources from the centre. This is 
cxempliAed by decline after 1991 in real 
terms in per capita expenditure on medical 
and health expenditure in Bihar, Madhya 
Pradesh, Rajasthan. Uttar Pradesh and Orissa 
IGupU 1995; 1305], 

Another analysis confirms that the central 
budget total expenditure in nominal terms 
has gone down from IS.S per cent between 
1984-85 and 1989-90 to 11.7 per cent 
between 1989-90 and 1993-94 whereas for 
the states it has remained almost the same 
before and afterthe reforms (i e.July 1991). 
The decline in central expenditure was 
reflected under almost all beads of budget. 
The decline in the human development 
expenses at the centre was from 17.3 to 15.2 
per cent per annum. The decline was larger 
for infrastructure from 15.9 per cent to 5.7 
per cent before and after reform. The 
reduction has its social and economic 
consequences specially for (he poor and the' ‘ 
vulneraUemendjersofsociety.Butdieinajor , 
governmental expenses on human resource 
development comes from the state sector. 
The total expense on human resources 
development from the centre was only 16.1 
percentoflhei^gr^atein l089-90and 17.2 
per cent in 1993-94. In the sutc budgets, 
although the total expenditure maintained 
the old rate, there was a pereeptibie increase 
in the human development expenditure from 
16 per cent to 12.4 per cent. Only human 
development expenditure teemed to beat the 


sole burden of a reduced tnnsferofreaourre 
(devolutioa} from the centre to the states 
(Gupta 1995; 1305]. 

In essence, the centre's anti-poverty 
portfolio has been riddled with much 
confusion and complexity in its 
conceptualisation, design and administiation. 
This has in pan been caused by a limited 
number of instruments Ibr promoting multipie 
objectives including employment, backward 
areas development, rural infraslnicture, bask 
needs, and reservations for SC/ST and women 
(Cuban 1995]. 

Studies on the social dimensions of 
adjustment in India attribuie reduction in 
employment to stabilisation, especially in 
the unorganised segment of non-agricultural 
economic activities and in informal non- 
agricultural sector (Chose 1992]. 
Stabilisation is about restraining economic 
growth in the short run and structural 
adjustment, even if successful, takes time to 
yield benefits. But the policy package does 
not yield explicit employment and safety net 
policies. In this respect, anti-poverty 
programmes have contributed to reduction 
of poverty. Indeed, employment and poverty 
alleviation could have become major 
concerns in the 1990s even in the absence 
of any stabilisation and restructuring eftects. 
The burden of adjustment falling on the poor 
and underemployed throws doubts into the 
viability of the programmes. UberalisaiKm 
policies ignore that a Ir.rge percentage of 
Indians have a level oi living below that 
represented by the official poverty line. Good 
macro-economic policies and good social 
policies arc required [Chose I992J. 

Against this background it is necessary to 
both increase the levels of social expenditures 
and to restructure Ihe programmes so that 
whatever amounts are spent are cost effective 
[Guhan]. But India's ^ety nets have been 
cniicisoj for being badi> directed; JRY. 
IRDP and PDS. An optimal mix of the 
different approaches to poverty alleviation 
isitquiredincluding emplo y ment g e neration, 
basic needs provision, welfare, asset 
distribution, backward areadevetopmenl mtd 
social assistaiivs’. The priority given to 
different elements of the anti-poverty 
portfolio reveals that about 60 per cent of 
the outlay on major programmes goes to 
employment generation. In this respect, it is 
necessary to clari^ whether effecting wage 
transfers to the poor via special employment 
schemes is an essential in itself or whether 
employment generation is to be viewed at 
a byproduct benefit in the process of creating 
durable communal assets or assets for 
individual poor households (e g, welU aasl 
houses). 

Evidmcc suggests that in practice the iWn 
spread of the. Jawahar Rojapw YtgmMn 
(}RY). unless it is aocompanied By laeal 
level ptanning or consultadon, (eatrits in a 
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variety of distoftions; non-durable rather 
than more permanent assets are chosen and 
in many cases works are abandoned 
incomplete and new ones started elsewhere. 
Maintenance of assets has also been poor. 
Transfers via wage payments per se arc a 
very expensive and incident approach to 
helping the poor. Out of one rupee (100 
paisa) spent on the JRY only 14 paisa is 
likely to reach the poor via effective net 
wage transfers [Guhan 1995: 11(X)]. Under 
JRY, the budget allocation went down heavily 
by nearly 8.7 per cent in 1991-92 but it 
picked upin 1992-9.1 and has ever since been 
increasing in both nominal and real terms. 
In general all the poverty programmes by 
the centre have suffered mainly because of 
the heavy financial discipline adopted by the 
centre &sa partofthe stabilisation programme, 
on ate, all of them are showing some recovery 
ftom the 1993-94 and 1994-95 budgets 
(Gupta 1995:1304). 

Evaluations on the, integrated Rural 
Development Programme (IRDP), show that 
it hasdegenerated intoathinly spread, poorly 
targeted political handoutinvol vingconsider- 
able linkages and corruption. Moreover, the 
IRDP depends for about two-thirds of its 
funding on credit from commercial banks. 
Financial sector reforms may call for the 
phasingout of suchadministratively directed, 
high default, subsidised lending [Guhan 
1995:1100-1101]. 

Distribution of essential foodstuffs 
under the Public Distribution System 
(PDS), has been an important mechanism 
for tackling poverty. However, leakages in 
the system have bwn subject to criticism. 

It is asserted that the same amount invested 
in employment generating schemes would 
yield bener results for the poor. But there 
are also ‘leakages' in the employment 
scheme. A basic necessity such as food is 
a minimum level of security that has to be 
assuted to the vulnerable groups. While a 
subsidised PDS for well targeted groups is 
a convenient form of food security, there 
is a need to define the objectives more 
sharply, controlling the costs and making the 
targeting more effective. In this respect, 
decentralisation of the programmes is 
essential [Vyas 1993:406). 

Liberalisation and increasingly 
globalisation pose the immediate problem of 
the ‘new poor’ stemming from their 
redundancy as a result of structural changes. 
This requires safety nets for such groups 
although in the medium to the long run they 
should be absorbed by the growing sectors. 

A key prograaune which captures the attempt 
to cope with such groups is the National 
Renewal Fund (NRF). established in 
Fdxuaty 1992. In creating this, the union 
finance ministerdeclared that the government 
*5vitfully protect the interests of labour, 
their ivelfare and equip them in ail 


aspects to deal with the inevitability of 
technological change”. 

The NRF currently functions as a 
government budgetary account, adminiaiered 
by the department of industrial development 
in the ministry of industry, it operates under 
a set of guidelines approved by the cabinet, 
which stipulates the ^jecti ves, uses of funds, 
staffing and other aspects. Two specific 
human resource objectives are directly 
addressed through the NRF account. The 
first, known as the National Renewal Grant 
Fund (NRGF) is used wherever necessary 
to compensate workers dislocated in the 
process of adjusting organisational staffing 
patterns or in closing non-viable units in 
both public and private sectors. The second, 
the Employment Generation Fund (EGF), 
will be used to facilitate the redeployment 
and retraining of affected workers and to 
fund .specific initiatives of employment 
generation in areas affected by industrial 
restructuring and technology upgrading. 
However, in the working of the NRF, only 
public sector units have been covered up till 
now, and that also mainly in terms of giving 
compcnsaiiom to (he retrenched. Its amount 
of allocation has been almost stagnant 
between 1992-93,1993-94 and 1994-95 and 
the programme's coverage in terms of 
workers included has declined. The same 
trends are discernible in the EGF. in relation 
to souxes of funding, bilateral fundings 
have registered a slight increase whereas the 
multilateral funding of IBRD has gone [Gupta 
1995:1306. Vyas 1993). 

The Future 

Liberalisation, and increasingly globali¬ 
sation, is exposing the Indian economy to 
major changes which demand pursuing a 
number of goals, including macro-economic 
stability, growth and reduction of poverty. 
The extent to which India will be able to 
reconcile such goals and minimise any 
negative effects of the new thrust is rooted 
in resolving pre-liberalisation economic 
problems.'* In this frame, the main challenge 
for policy-makers is how to combine the 
stale with aspects of the market in order to 
stimulate growth and reduce poverty. The 
state has to play a forceful role by re- 
examiningtheroleofagricuItureiDeconomic 
growth, the scope of reforming the unequal 
agrarian structure and the nature of 
investments in the agricultural yd the 
industrial sector. This has to be supported 
by appropriate policies to reduce poverty 
including meaningful employment pro¬ 
grammes coupled with effective nutrition, 
health and education policies to fulfil basts 
needs and build human capilsi. These thfusts 
need to be combined with selective 
liberalisation policies which can make the 
economy more internationally comp^tive. 
India can leant much from east Asia, and 


more recently China, in building a Wong 
domestic economy in the frame of libera- 
iisationandglobalisation. in practice, internal 
and external pressures on (he stale are likely 
to shape India's future policies. In this 
context, it is essential that the poor are able 
to exercise greater influence over the formu¬ 
lation and practice of suae policies. This 
demands their fuller participation in the 
economic, social and political institutions of 
power at the local, r^onal and national level. 

V 

Some Lessons/IiiaightB 

The analysis of policies on poverty in the 
frame of liberalisation (SAP) and 
globalisation enables some useful lessons/ 
insights. The.se need to be assessed under 
the changing conditions facing different 
regions and developing countries, and 
specific sectors and socio-economic groups 
within the latter. The following are the key 
issues: 

(a) Stnictural transformation of developing 
countries in the context of liberalisation and 
globalisation. 

(b) Liberalisation (SAP) and its 
consequences for growth, inequality and 
poverty, with particular reference to the 
formulation and impact of special measures 
to resolve poverty (pre and post liberalisation 
(SAP)). 

<c) The interaction between the pursuit of 
growth and poverty reduction; the nature of 
growth and its relationship with institutional, 
employment and social (human) investment 
policies coupled withseleclive liberalisation 
to enable participation in globalisation on 
the basis of economic strength; the outcome 
of this for a critical re-assesssmem of the role 
of the state and the maricet to integrate 
domestic (micro/sectoral and national) and 
international (global) policies to stimulate 
growth and reduce poverty in developing 
countries. 

First, liberalisation and globalisation, form 
the new frame for the conventional analysis 
of structural transformation, in terms of the 
process of industrialisation, underpinned by 
areduction in the contribution of agriculture, 
and a corresponding increase in that of 
industry and services, to output, income, and 
employment. The increasing pressures, 
domestic and international, to open up 
economies, demand critical punuit of how 
the shift from state to market based forces 
may change the rdationshipbetweenexi sting 
resource endowments (land, labour, capital) 
to the dynamics of growth, including the 
extraction and use of surplus, agriculture- 
industiy interaction. Mtd die scopeof different 
socio-economic groups (rural landless, 
tenants, small fssmen. urban poor in formal 
and informal sectors) to cope, adjust and 
participate in the changes unleashed by 
iibenliiation and globalisation. 
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Taile I: ONP Pot Capha 


Population 

GNP PerCapiU 

Mid-199.3 

1993 

Average Annual 

(Million) 

(Dollan) 

Growth 1980-93 



(Percent) 

898.2 

.300 

3.0 


Table 4; Income OsTKiMmoN 


(Perctnutge Slum of Income) 


Year 

Lowest 

20 Per Cent 

Second 

Quintile 

Third 

(Juintile 

Foofth 

Quintile 

Highest 

20 Per Cent 

Highest 

10 Per Cent 

1989-90 

8.8 

12.5 

16.2 

21.3 

41 3 

27.1 


Table 5: Social Indtcatou 

Tabu 2: Uwan PofULAHON Health 


As Per Cent ofTotai 

Av Annual Growth 
Rue (Per Cent) 

Life Exp 
at Birth 

Infant Mortality Rale 
(Per 1000 Live Birth) 

Under 5 Motlaiily Rale 
(Per 1000 Live Birth) 

Citide Deuh Rate 
fPsr lOOOPoiulUiofl) 

1970 199.3 

1970-80 1980-93 

1993 

1970 1993 

199.3 

1970 

1993 

20 26 

3.7 3.0 

61 

137 80 

123 

16 

10 



Education 

Percentage of Age Croup Enrolled in Education 



Tabu 3: Structure op Proouchon; 
Distribution OF GOP 

(Per cent) 

Primarv 

Secondary 


Primary Pupil/ 

Total 

Female 

Total Female 


Teacher Ratio 

1970 1992 

1970 1992 

1970 1992 1970 

1992 

1970 1992 

Agriculture Industry Services, etc 

73 102 

56 90 

26 44 15 

.32 

41 63 

im 1575- 







45 31 22 

27 33 41 


Tabu 7; Total Externai. Debt 




(Milium S) 


Tabu 6; SmucnjitE at Oebiand; 
DimiBunoN OF GOP 

(PrivBtc Coniumpcion and Exports of Cfxxii 
and Non-Factof Services) 

(Per Cent) 


Private 

Exports of Goods and 

Coniumption_ 

Services 

1970 

199.3 

1970 

1993 

75 

66 

' 4 

II 


Long-Term 

Dd>L 

Use of IMF 
_Credit 

Short-Term 
_Beta_ 

Total Exienial 
_Dels_ 

Total Aiiean on 
_LDQD_ 

1980 

199.3 

1980 

1993 

1980 

199.3 

1980 

1993 

1980 

1993 

18,334 

83,254 

977 

4.901 

1,271 

3.626 

20.582 

91.781 

0 

0 


Tabu 8: Total Extebnal Debt Ratios 


Net Present Value of ExUmal Total Debt Services as Interest Paymeiits at 

_ Debt at Per Cent of _ Per Cent of Exports Per Cent of Exports 

_ Exports _ _ CNP _ _ _ 

1990 1993 1990 1993 1980 1993 1980 1993 


195.4 255.0 17.4 29.1 9.3 28.0 4.2 14.8 


Tabu 9; Concessional Dear as Per Cent op 
Total Ext Debt 


Tabu 12: Official Develofsient Assbtance; Net DisBuitsEsiEivr of ODA from All S<x*c«5 

lUillum S) 

PerCapiU As PerCeMof GNP 
1993 1993 


1980 

1993 




MW 



7.5.1 

46.7 

_ 1987 

1988 1989 1990 1991 

1992 1993 


1,839 2,097 1,913 1.550 2.7,50 2,437 1,503 


1.7 


0.6 


Tabu 10; AaOBECATS Net Resource Flows and Net Transfers 


(MilUim $) 


Total Net Flows 

OfUcial Grants 

Net FDI in the 
Renoitiiig Economy 

Portfolio Equity 
Flows 

Aggregate Net 
Resource Flows 

AggregaK Net 
Tmsfen 

1980 

1993 

1980 

1993 

1980 

1993 

1980 

199.3 

1980 

1993 

1980 

1993 

1.696 

3,894 

649 

560 

79 

273 

0 

1.840 

2.423 

6.567 

1,920 

2.472 




Tabu 11: Plows of Public and Pbivate External Capital 















(MUliom $) 


Dtibuneinenti/Long Teim 

Repayment of Principal Long Term 

Imenii Paymenu Long Term 


Private 

Public and PuUiciy 

Private 

PuUic and Publicly 

Pri’ 

vale 

OuatBDMed 

Non-Ouarameed 

Ouanuiieed 

Non-Ouaraniee 

Quanmeed 

Non-Cuanmead 

1980 

1993 


1993 

1980 

1993 

1980 

1993 

1980 

1993 

1980 

1993 

2,166 

6,849 

285 

1,120 

664 

3,822 

91 

253 

473 

3.956 

.30 

159 


Source for all AppenJix Tables: WorU Development Report, World Bank. 1995. 
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Second, the analysis of liberalisation shows 
that it is rooted in unequal relationship 
between developing and developed countries 
in the context of trade, finance, aid and 
investment, underpinned by the relatively 
weaicer baijtaining power of the developing 
countries. Conflicts have surfaced over the 
virtues of adjustment policies, which have 
been redefined to take into account both 
exlemal (balance of payments) and internal 
(growth) obiective.s. But while the impact 
of liberalisation on poverty has been 
acknowledged, the policies to locate pre and 
post liberalisation poverty, and its causes, 
have produced ‘burst’ measures which are 
centred on alleviation in the context of 
transition to a market economy. Thus, the 
major thrust has been on use of special 
‘social funds’ for ‘safety nets', which 
inherently assume tliat temporary measures 
can reduce the burden of those who cannot 
share in the growth process induced by 
adjustment. Experience reveals the limited 
impact of such i:..‘asures, and their divorce 
from the broader developmental context, 
including the need for forging closer 
integration between growth and poverty 
reduction, and taking adequate account of 
the social excl usion of the poor. Clobalisati on 
of indebted economies provides a challenge 
on how to ensure that the poor are not 
marginalised, and can indeed be equipped 
to share in the professed gains. Safety nets 
should be used. These, however, can only 
serve as emergency measures to protect the 
most vulnerable in adapting to the changing 
global economy. It is essential that the poor 
exercise much greater influence over the 
shaping and practice of poverty reduction 
policies which can fulHI their basic needs 
and basic rights. This requires their fuller 
participation in the economic, social and 
political institutions of power. 

Third, the nature of development under 
liberalisation and globalisation demands 
evolving an integrated analytical and policy 
thrust focused on scrutinising the nature of 
the growth process within the existing 
institutional frame and the role of 
employment and social investment measures 
coupled with selective liberalisation which 
cat equip developing countries to maximise 
any gains from globalisation. 

The analysis shows that the state has to 
play a major role in fuiniling such goals 
while creating the conditions for the market 
to function more effectively in tine with 
goals of growth and poverty reduction, 
underpinned by making the economy more 
competitive intemaiionally. This requires 
re-assessing the role of agriculture in 
stimulating economic growth, including 
reforming the structure and technological 
support and supporting key industries, 
coupled with relevant employment 
--'•»** investment in huimm capital 


exemplified by nutrition, health and 
ethication. These thrusts need tobecombined 
with selective and strategic liberalisation: 
through measures .such os making the public 
and the private sector more efficient to 
compensate for deficiencies in specific 
domestic and export sectors. 

In summary, it is essential Co examine Che 
ways in which national (micro/scctoral and 
macro) and international (global) policies 
could be u.sed to .stimulategrowth and reduce 
poverty in developing countries, particularly 
in south Asia and Africa. This requires 
reformulating liberalisation policies (SAP) 
in line with the priorities of developing 
countries to maximise the potential benefits 
of globalisation. In this respect, the east 
Asian, and the more recent Chinese 
experience of ‘strategic globalisation', offer 
powerful insights intostrengtheningpolicies 
in a changing world economy. International 
bodies, including the Bretton Woods 
institutions and the United Nations, could 
be instrumental in advancing such goals. 

Notes 

[The author is currently undertaking research on 
globalisation and sirucniral change. Aspects of 
this paper were prescnled at an UNCTAD led 
international inter-agency conference, 
GMalisatinn and UberaUsalim: Effects of 
tntermliunal EcimiHnic Retaliims im Poverty. 
held in April (996 at the United Nations in 
Geneva, at which the author participated as one 
of the independent experts. Some of the issues 
in the paper were also discussed at a seminar in 
the Department of Politics, York University, UK, 
m Febntary 1996.J 

I Globalisation has been studied from many 
different perspectives. The literature is vast 
See for example CrifTin and Khan (1992), 
Tanzer (199.S). Hunell and Ngaire (I99S), 
GiU (I99S) on globalisation and the deve¬ 
loping world, Camdessus (1995) on IMP and 
financial liberalisation, Coopiu and Peria 
(1992), Coopni (1993), (1994) and Cohen 
(1996) on aspects of global finance and 
portfolio flows to developing countries, 
Duniitng (1993), (1994) and Renshaw (1993) 
on aspects of globalisation and foieign direct 
invcslinent,Simai(ed)< I995)ong|cibaiitiilion 
and employment, and FitzGerald and 
Mavrotas (1994) on implications of 
international capital flows for adjustment, 
private investment and employment in 
developing countries. Analytical and policy 
isaues on globalisation and liberaliialioii in 
relation to developing regioiis were discussed 
at B m^or international inter-agdRcy con¬ 
ference with participants including the World 
Bank. IMPand key U N bodies [Sec UNCTAD 
1996). At the conference a paper on cast Asia, 
including the north and the south east, by 
Rosiah, Shari and Joino, incHcated that the 
nepon has been successfully globalising; the 
author was one of the discussanb of the paper, 
butitalional innovatkms may be requbed to 
cope with ahy poiorisaiion between (be rich 
and the poor under globalitation; including 



tkilabtlt ji. 

bonk, a global mi|lt!!itAh‘ p* 
investinent fiind t WfWW 
2 Structural chaiiglkxllhto 

an agricultural 
underpinned by a mthlfifllkHI 
of agriculture to ov^jitC 
merit and a correspmhdn 
contribution of induidy in 
underpinned by cxuactit* 
agriculture and iu utr 
agricultural and imhnl 
ptocesss con be inhibilt^ 
inslilutiociol and lechnologicd'rbAMi-aih.^. 
the state and/or the market, in the frame of 
relatively closed oropen economy condilioas. 
Liberalisation and globalisation are ex peeled 
to intensify exposure toextemal market forces 
with far-reaching impticalions for the nature 
of structural transfomiation. This coniioi be 
divorced t,om a country's imiial economic 
structure. Aspects of the relationship between 
agriculture and industry ore poud in Roy 
(1990). Nazir (1993) discusses the relevance 
of such relationships for induslrialisation in 
developing countries. 

3 See for example Gooptu and Peria (1992); 
Gooplu (1993). (1994). 

4 See for example Dunning (1993), (1994). 

5 See for example Griffin and Khan (1992) and 
Hurrell and Nguire (1995). 

6 Sec papers on Bretton Woods Commission 
(1994) on reform of the internalienal economy 
including the monetary system, international 
development assistance and economic 
transformation. Kenen (ed) (1994) analyses 
management of the world economy and likely 
future directions Roy (Forthcoming) dis¬ 
cusses this work in Science. Technology and 
Development. 

7 BascdonRoy(l994a)centredonulectureon 
the global economy and adjustment policies. 

8 See Singer and Roy (1993) for on analysis 
of development since Bretton Woods, its 
lessons and likely future prospects. The issues 
posed in the book are reviewed by Paul 
.Stieeten in the Journal ofEcotumde Literature. 
December 1994. 

9 See footnote 7. 

10 Various theories have been used to explain 
the development pioceu from the stages 
theory [Roslow], the inlet-sectoral [Lewis), 
the sirucniral school [BCLA), to the depen¬ 
dency and roarxisl. The postwar years have 
seen a shift in thinking and policies from 
Keynesianism, with extensive stale inter¬ 
vention. to neo-tiberalism, emphasising 
market forces. This is analysed in Singer and 
Roy (1993). 

11 ItwastbehopethataNewInteniaiioaalOrder 
would emerge in the early 1970s from the 
gains mode by the oil producing members of 
OPEC. This failed to emerge, with the non¬ 
oil producing countries having to confrom 
balance of pay inents proUeiM emanatuig from 
the sharp increaae in oit prices. 

12 At a letearcher and economic consultatt in 
1974 on OPBC-reloied praMetnt the aoihor 
found that the bulk of the increated oil 
reyeoues of the inaiii OPEC itMinben were 
dopoilied in about 14 western banks. 




<liB iWftenienttiioa 
ttt tie both economic 
eniMailni ftom iuematiaiial 
: eoanoinic pieuiirw, to adopt 
' poiicief, wiib reductiom In 
linne. 

HBCA, no date. Alio see other siodiei 
fSAP in Africa by Callaghy and RavcnhiU 
AlW). Gibbon (1993), Mosley and Weeks 
' (1995). and World Bonk (1994c). 


’ IS The scope of developing countriei gaining 
acceu to capital (portfolio and FDI) requires 
having a high credit rating from the lender’s 
angle: in terms of fulfilling the latter's demands 
including having limited approval procedures, 
freedom over acquisitions and investment, 
and freedom to repatriate dividends, interest 
and realised capital gains. 

16 The harsh effects of SAP have been ack- 
nowledgedby the Bretton Woods institutions. 
The issue is whether these will be tackled 


through short-term or long-term policies. 

17 See Roy (1993) on the lessorts of comparing 
odjuslmem policies and development in west 
Africa and south east Asia. 

18 See Berry and Stewart (1993). See Comia 
(1994) for a comparative study of income 
distribution and poverty in eastern Europe 
andChina This shows that the latter's poverty 
reduction policies wen: more effective. 

19 See the World Bank (1994a) on governance. 

20 There are several studies by ILO. See for 
exami^ IniemaltonaJ Institute for Labour 
Studies (I99S a and b) 

21 OnUNKP'scontribuliontoIndia'sadjustment 
ptugnunme see ARTEP (1992:120). Expen- 
diiuie on nutrition, health and education is 
ctilical for human capiuil formation and hence 
for growth This was recognised by the east 
Asian economies. The significance of such 
issues has been rigorously emphasised by the 
UNDP Human Development Reports. See for 
instance UNDP (1995 and 19%). 


22 See various studies by UNCTAD on trade, 
poverty alleviation, social mobilisation, and 
the livelihood of Die poor. 

23 See World Bank (1990), and also discussion 
under 'sustainable poverty reduction’ in 
Boughton and Latoef (1995) 

24 World Bank (1990) on protecting the poor 
during adjustmeriL The World Bank currendy 
foctues on poverty reduction, environmenuU 
sustainability and economic efficiency. In 
this frame it it critical to analyse the 
relationship between global and national 
development suategies and the environment. 
See for example Roy (19%). 

25 See findings by Stewart and Geest (1995). 
Alto tee studies on social safely nets by 
autbois including Graham (1994) and Vivian 
(1994). Hoeven (1994) makes a critical 
tiulytis of safety net* in the context of overall 
economic policies. 

26 OeboMspefiiit on the ways in which poverty 
can be defined. It can be seen in terms of 
natenal or non-material deprivation and 
measured in absolute or relative terms. The 
inslysis of sitcial exclusion is based on the 
sratfc of IILS (l99Sb). This concept hat occup¬ 
ied much interest in Europe. See Conunission 
of the European Communities |CEC 1993], 


27 The im por tsn e e of property tlglils and itt 
implieatioas frit paiticipaiing in miritett is 
dis cus sed in Roy (I995ib). On hutger and 
public action see Oiese and Sen (1989). 

28 See Wolf (1995). 

29 The extent to which (be rural and the urban 
poor, including the rural landless, small 
peasants and tenants, have access to the stale 
has critical iinplicalions for the scope of 
shaping pro-poor policies. See Roy (1994c). 
While coping strategies can heipin emergency 
silualiont then are risks of these being 
substituted for state intervention and 
expenditure on social welfare. 

30 Liberalisation and glotmlisaiion oi Africa is 
set within the frame of agricultural/imneral 
based economies with limited indusirial 
development, external dependence on 
agricultural and mineral exports, heavy 
indebtedness and debt servicing. Controversy 
surrounds the relevance of externally based 
programmes linked to IMF and World Bank 
adjustment loans versus indigenous based 
priorities. Roy (t994b) discusses the 
implicaiioni of ftndings by several experts in 
two major works: Calloghy and Ravenhilt 
(1994), and Gibbon (1993). Also tee Mosley 
and Weeks (1995) and World Bank (1994c) 
Some of the possible solutions to Africa's 
problems, including a workshop on ‘ Afncan 
debt' led by the author, were discussed in an 
iniemationa) conference organised by Oxfam 
at the London .School of Economics. See 
Gwynn (1995). 

31 See Gibbon (ed) (1993) and Roy (1994b). 

32 The author draws from his chapter on (he 
Nigerian economy since Bretton Woods in 
Fart 2. Singer and Roy (1993). It has been 
suggested that at the inception of structural 
adjustment Nigeria undertook 'challenging 
andimportont reforms’ butthese were partially 
implemented, with siop-go policies 
undermining the stabilisation t^jeclives and 
introducing uncertainly about the sus¬ 
tainability of the reforms, with the large debt 
overhang discouraging savers and investors. 
But structural odjusimetii policies were able 
to reduce 'key economir distonions' asso¬ 
ciated with pacing and availability of foreign 
exchange. Looking ahead it is argued that 
sustained growdi and poverty reduction will 
require politically difficult measures (i r. 
expenditure restraint, revenue mobilisation 
return to market determined exchange rate 
system). Morpover the Nigerian people must 
be 'fully infonimd about the policy choices 
they face' and the sacrifices the various 
choices will eniair. Their support is considered 
critical for making refiuni sustainable and 
should such a consensus emerge, extcral 
donors and creditors should support the effort 
with external assistance and debt relref. See 
'Executive Summary in World Bank! 1994b). 

33 See Note .30. 

34 Theae issues are analysed by (he author in 
Port 2 on Indian development since Bretton 
Woods within a global-notional context and 
lesiont arc drawn from an analysis of Iwhan 
and Nigerian devetopment in the postwar 
years. See Singer and Roy (1993). Also see 
tablet in Appendix which higMigbt some of 
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the dooietiic and erctcroal fcnnmra of te 
Indiao economy. 

35 Amiinberofaiuboraliavepoaedsachiaaget. 
See Roy( l99Sa), Baru( 1995), Bagchif 1995), 
Patnaik (1986). See Lnl 1988 for a neo- 
libenil analysis of IndU't economy. Ubem- 
lisation policies have been known aa the NEP, 
New Economic Policiet. Also see tables in 
Appendix on the Indian economy. 

36 Ibid. 

37 Ibid. 

38 Tables (6-12) in the Appendix show that in 
the context of a relatively 'closed' economy 
external debts have been increasingly sharply 
over 1980-93. coupled with its debtservidog; 
there has been a reduction in access to 
concessional loans: wliile FDI has been 
increasing it is still a limited proportum of 
net flows, absoluicainouiils (if portfolio equity 
have been sharply intmeosing over 1980-93. 
It has been argued that for India FDI and 
portfolio loans cannot be an effective sub¬ 
stitute for concessional loans. See note 39. 

39 See Cooptu (1993) and Cooptu and Fetia 
(I992).p I Lit has been aigued tel signifrcsM 
cnmmemal borrowings would be unsafe in 
India’s economic ciicumstances and the same 
applies to IBRD loans without matching 
conccssidiial loans Moreover. FDI, equity or 
portfolio cannot take its place quickly and it 
.should be noted tiiai FDI mpiires a slaUe 
environmenl. Hence increased consessionnl' 
loans (i e, IDA alkxraliont) arc tequired. See 
Cassen. Joshi and Ltpton (1993). Ain tee 
comments tm globalisation by Famaikf 1995). 
Clobolisution may undermine the state from 
wiihin and without, the former includes 
internal socio-economic consmuut and the 
latter includes exicnial pressures. 

40 Aspects of such policies are highlighted hi 
Roy (Forthcoming). On aspects of the Oiirete 
experience of 'straiegic globalisation' tee 
Singh (1994). 

41 Over 1980-93 the rale of growth of income 
has been in tine with population growth me 
and the majority of the popolatioo (74 per 
cent in 199.5) arc stiii ninl while sharp 
inequality in incoine picvaili (Tables 1 -2 and 
Tabic 4 in Appendix), the number of rural 
and urban poor below the ‘poverty line' it 
believed to have declined. There is coatroverty 
about the statistical basis of such ineattae- 
menu. For instance, it has been r ep otled dwt 
rural poverty declined between 1987-88 and 
1993-94 from 39.2 per cem to 37.5 per ccM 
but this was statistically insignificaM. Seven 
doubts ate posed about the statisiicai basis 
of the Planning Commitsian't reccM estimates 
Ibal the proportion living below the poverty 
Ime has fallen from 25.5 per ceM to 19 per 
cent in 1993-94. Indeed, many independenr 
studies suggest that poverty has i n cre a sed 
signiflcantly during (heearty t99(ti. See report 
in Eemumiic nud Piilitkral Weekly, ietemy 
27. 19%. Social Indicators (Health and 
Education (Table 5 in Appendix) reveal ihM 
over 1970-93 they improved. bM then an 
still significant shortfalls . The trdbordiKtiaa 
polictes on poverty in Pan 2. pp 1 13-tt. in 
Singer and Roy (1993) and in Rny (1994c), 
Roy (199.5a). Abo tee Uptao (1993). 
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42 These issues arc discussed by the author in 
Part 2 on Indian development since Biettoa 
Woods within a global-nationai [dornestic] 
context in Singer and Roy (1997). 

43 This is based on Roy (199.%) on the note and 
the market in current Indian development 
policy. 

44 See editorial comment by Harris. Cuban and 
Cassen (eds) (1992). Alsu see Vaidyanathon 
(1995). 

45 This is highlighted by Guhan, 1992. p 
282. based on a report in The Hindu 
newspaper. 

4b Thisisbasedontheauihor'sanalysisinPart 2 
in Singer and Roy (1993), pp 136-44. 

47 Ibid, p 152. 

48 Ibid, p 151 based on work by Singh (1986) 

49 This is based on the author's analysis in Port 2 
in Singer and Roy (1993]. 

.50 The mievani tables in the Appendix highlight 
such features of the ecraiomy. 

51 See GrifTm and Khan (1992] chapter .3 which 
includes on analysis of the impact of 
globalisation on migration of skilled and 
unskilled people from developing to 
developed countries. 

52 See Vyas (1993). 

53 Sec Vyas (1993). ‘New Institutional Eco¬ 
nomics' unfolds the need to create suong 
property rights. This has critical implications 
for the capacity of the poor to participate in 
markets. See Roy (1995b). 

54 The 1996-97 Union Budget was considered 
to be a ‘soft budget' to advance economic 
reforms with a human face, with stepping up 
of allocations for social and rural sectors 
while slaying on the couiseof fiscal prudente. 
It aimed at higher spending on social sectors 
by lax mobilisation including a 2 per cent 
Special Customs Duty on imports across the 
board to total Rs I.6a0crore.(tedic relevance 
and scope of using land reforms for India's 
development see Bandyopadhyay, 1995. 
Upton (1993) also calls for land reforms in 
the context of emphasis on the agricultural 
sector. 
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Science and Secrecy in Making 
of Postcolonial State 

Itty Abraham 

While much is made about the current status of India as a nuclear power, very little is known about the histories 
which enabled this fateful outcome. This article fills the remarkable gap ti itur knowledge of the history of the 
Indian atomic energy commission, especially the period between 1947 atu, .tie early 1960s, when the ABC's shift 
from a civilian development-related enterprise to a national security agenc)' was made. However, rather than 
see the atomic energy enterprise as an independent state activity, the article treats atomic energy as a key part 
of the larger effort of the postcolonial slate to create a new site of legitimacy for itself after independence. Driven 
by the state’s crisis of ideology, it is argued that the history of the ABC is embedded within a time/space dialectic 
captured by the terms urgency and secrecy which reinforce each other in an unstable dynamic and which cannot 
be sustained. 


Pacification doesn’t distinguish boween the 
civil and the military: whetevec irreversible 
apparatuses of control are elaborated, 
wherever the notion of security becomes 
absolute, wherever the norm of security 
replacea the former arsenal of laws and 
violence (including war), the system of 
detenence grows and around it grows an 
historical, social, and political desert. (...] 
That is the true nuclear fallout: the meticulous 
operation of technology serves as a model 
for the meticulous operation of the social. 

- Jean Baudrillard. Simulatums 

A NUCLEAR reactor can be seen as simply 
a large, technologically complex system 
designed to produce elctnricity through the 
controlled release of energy emitted from 
sub-atomic reactions. However, if recent 
research in the sociology of science and 
technology has anything to offer us, it is that 
this view is at best partial. Any technological 
object or artefact can be seen as a material 
expression of social relations, of actors and 
networks, of ‘laboratory life', and often, as 
the cause, resolution or product of social 
conflict.' At that moment of course one is 
no longer speaking of the artefact as if it were 
a category opposed to something natural or 
human. The artefact is social, and. following 
Langdon Winner, e ven pol itical ? Whete this 
paper diffen from much of the scholarship 
in this field is in its research site (nearly all 
work in the sociology of science is based on 
western cases) and in its approach: unlike 
much work tlut seeks to explain the social 
origins of die technological artefact, i e. to 
see the technological or sckntiric artefact 
embedded in and ultimalely explained by a 
histoiy of social relations, (his paper seeks 
to rettin the autonomy of the social and the 
lechnolagical even as it describes a world 
where machines and people areequaily centre 
sttge. The most general question I addreu 
In this paper bears on the movement between 
discrete worlds: what happens when a 


One cannot talk of nuclear reactors or 
atomic energy in India in isolation. It hat 
to be understood why atomicenergy mattered 
so much. Building nuclear reactors in 
independent India was always about more 
than developing new sources of electrical 
energy. For the postcolonial state, atomic 
energy was a key component of the project 
ol independent, self-reliant development, 
both as instrument of change, and as symbol 
of transformation. As a result, undersuutding 
the transformative vision expressed through 
the political and ideological struggles over 
the need for, organisational apparatus, and 
form of a nuclear reactor allows us 
considerable insight into the functioning of 
the Indian state. 

This paper has two narratives which come 
together in the end. The first, and dominant, 
narrative traces the reluctance of a scientific 
institution to transform itself into a 
technological agency, even when that was 
its purpose all along. Weseethe transnatioital 
network of the international scientific 
community in operation, and, eventually, 
find the most compelling reason for the 
transformation of the Atomic Energy 
Commission (AEC) in terms of the different 
economies of science and technology. 
Stocond. through a close examination of the 
state agency in charge of atomic eneigy in 
India, we see the AEC in the midst of its 
structural transformation ffomadevelopmetu 
institution concerned with producing 
electrical enesgy to becoming a part of the 
national security apparatus. ^ 

Crisis or the Postcoloniai. State 

Since the bulk of this paper is about 
sciemific communities and the building of 
reactors, let me begin by briefly discussing 
the postcoloniai state. Much theorising about 
the postcoloniai state draws implicitiy and 
explicitly on the work of neo-Marxist 
schoian.especiaHyPDulamzasandOraiiisci. 
Poulantzas’s work in particular nright be 
— — ’“•* nmvided the theofctical basis 


for understanding the autonomy of the Indian 
state, while Grarosci has helped scholars 
think through the conflict of social forces 
in the pre- and post-independence eras. It 
is genei^ly screed among scholars of di verse 
political persuasions that the Indian state 
was able to operate with ‘relative autonomy’ 
in the post-independent era, though there are 
notable differences in the explanation of the 
balance of social forces that enabled this 
autonomy to come about.' This ag r eem e nt, 
however, is symptomatic of generic 
weaknesses in the development of an overall 
theory of the postcoloniai slate. Most work 
on the Indian state which argues for the 
existence of a relatively autonomous stale 
makes the fatal mistake of confusing state 
capabilities (the institutional strength of 
existing state agencies) for state autonomy, 
the ability of the state to appear to stand 
independent of social forces, to appear as a 
honest broker in social conflict, to be 
autonomous from narrow class interests even 
as it acts in the long-tem interests of domestic 
or foreign capital. 

The prefix ‘post’ in ‘postcoloniai’ points 
to the principd flaw. There is a tendency 
when adopting this terminology to see 
chronology as the key point of difference 
allowing in voetdton of the ‘post’ .Other critic: 
have pointed to this ptobim as well,* so lei 
me just say that, in the pol itical field, adoptinf 
‘post ‘ to separate the periods before and afte 
independence confuses more than it clarifie! 
It obscures the continuity in the polltict 
stiuctures and institutions of the Indian stai 
(before and after 1947), and it prevenu i 
from teeing the genuinely innovaitiveaspec 
of the ‘postcoloniai’ state where they t 
exist. We need to remind ourselvet that t 
grem bulk ofihe functions of the state, ‘sb 
capabilities’ in inslitutionai terms, remain 
unchanged before and after indqieiiden 
making the cai^oty ‘posicokmid’ iaig 
c e re m o ni al. But by the same token, as 
recognise the existence of dlftiereiit si 
structures (oidet/riewer) bearing the imp 
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of cUffetent nomento of ideologicsl and 
pdhical riniggle, we deicribe the conloun 
of a Mate that ii not raonolitMc, but divided 
within itielf according to different hlMories 
and locial forcea. In brief, I aigue that the 
colonial and the poMcdonial stateft) exUt 
simultaneously in the period after 
independence. 

This condition lies at the heart of the 
legttimation problem of the postcolonial 
Mate.* Again, to refer briefly to esisUng work 
on the Indian Mate, a so<»lled ‘crisis’ of 
legitimacy it often considered to have 
emerged during the mid-1970s, the moM 
obvious manifestation being the period of 
the Emergency, l97S-77.Thitcrisisis usually 
seen as the re^t of all or cme of the following 
foctors: the authoritarian tendenciesof Indira 
Gandhi, the failure of economic growth and 
concomitant loss of faith in the model of 
planning, and intense political disturbances 
led by organised labour and socialists.* But 
identifying a crisis is not the same as 
idemifyingcausefilforthat crisis. Returning 
to my conception of the simultaneity of the 
colonial and the postcolonial, and following 
Poulantzas's derivation of the capitalist state 
as encompassingchiee domains; the technico- 
economic, the narrowly political, and the 
ideological, it is possible to identify an 
instititutional crisis in all three domains at 
the very moment of formal Indian political 
independence.’ 

The economic crisis can be seen as the 
enablingconditioD leadii% to the tacit alliance 
between the Congress and indigenous large 
capital. The limits posed on the expansion 
of indigenous capital and the lack of 
protection and support provided from 
IntenuUional forces provided the conditions 
for a major shift in class and regional forces 
after independencc.'The deep political crisis 
can be seen in a number of insititutional 
arenas: the well known struggle over the 
ptesideix:y of the Congress Party,* struggles 
between the new political class and the all- 
India bureaucracy,*” the effort to integrate 
the princely states (politically, economically, 
administratively) imo the Indian union.'' the 
constant use of the military to suppress and 
control various parts of the new union, e g, 
the north-east arid Kashmir in particular, but 
also HyderMtad,” and, ftnally, the rural class 
struggle exemptified by Tdangana which 
again was pul down by a direct application 
of state force.*’ 

In some ways, all these tpecifle 
insitititfional crises are captured within the 
frame of the ideological:'” I argue that the 
primary coMiadiction lies In the coexistence 
of the colonial and postcolonial Mste forms, 
spedfkaUy in the gap between the anti¬ 
colonial niobilisation of the Indian people 
and popular acceptance of the authority of 
the Independent Mate. In other words, we 
cannot take as a given the automatic transfer 


of popular aiiegianoes from a political effort 
to get fid of a coloohd overtoid (the smi- 
oolonial straggle) to a state apparatus which, 
unchanged in’Structure, is now staffed by 
indigenous stale managets (the post/erdonia) 
state).*’ This is not to say that loyalties to 
individual pditical leadm did not exiM - 
they did - but these loyalties are too often 
taken to mean that the system as a whole was 
accepted and iu authority to make binding 
decisions unquestioned. I argue that at the 
moment of independence, the ideological 
function of the poM-independent stMe was 
grouly underdeveloped. 

The phenomenon called ‘state building’ 
by modernisation theorisu was then, at iU 
core, the stMe’s effort to rreme a singular 
site of legitimate authority, to engender a 
sovereignty over the lenitory deftnefl as 
‘India’. This project sought to replace other 
sites of allegiance and identity with its 
own autonomous space, through the 
transformation of the landscape and through 
the kientificalitHt of the state’s activities as 
uniquely mrxiem: a project that depended 
crucially on the technir|ues and images of 
sciecure and technology. In sum, it could be 
said that in seeking to avert the latent crisis, 
the ideological function of the postcolonial 
state was to naturalise the categories the 
modem and the scientific within (and 
producing) a field called India.** 

UaCENCr AND SECtlECY 

Returning then to the building of nuclear 
reactors, it becomes apparent that, given the 
discussion above, the stale’s technico- 
economic functions can only acquire their 
full meaning when positioned within the 
ideological field. Building nuclear reactors, 
like dams, steel mills, or multi-purpose 
projects like the Damodar Valley Cor¬ 
poration, belong to a domain of activity 
marking out a postcolonial space, even as 
these projects had narrowly economic 
runctimu. Within these new spaces, a logic 
different from the representations of India 
as traditional or Malic was meant to operate; 
these would be rationalised, scientifically 
ordered spaces filled with modem men {sic), 
who, having shed pre-rational rehgious or 
sectarian loyalties, would identify primarily 
as Indian. Devdopment through the building 
of modem, scientific objects was to affect 
directly and be the resolution to the 
legiiimMlon crisis of the Indian state. 

In other words, the building of reactoa, 
like these other poMcolonial artefacts, had 
to fulfil a numbN of demands all at once. 
Apart from fulfilling their techno-economic 
roles, they had to bear considerable ideo¬ 
logical weight as well. Fbr the postcolonial 
state, seeking to produce a new condition of 
legitimacy for it^f through the production 
of titese technological artefacts, two cniciai 
constraints aroie. The fitM wtt the technical 


condition: these objects had to work, work 
well, and work soon, in order to transfBrm 
the Indian landscape as detiredL The second 
was the ideological function: they had to be 
distinguishable from existitig objects with 
similar functions, and identified uniquely as 
marking a postcolonial space. 

I argue that these two cotumdats set into 
motion dynamic sets of relations between 
social agents and technological artelacts. 
relations which can be captured by the terms 
urgency and secrecy. Seoecy is key. It is on 
the one hand, a foundational component of 
the modem state, the literal form of the 
power/knowledge linkage, and. on the other 
hand, is also the expression of a limit. Secrecy 
marks the limit of public information, 
accountability, recognition, and knowledge 
and as such is a boundary producing 
mechanism. Through secrecy, the state 
resolves structural ambiguity, allowing 
uncontested ktentificatioii of the postcolonial. 
Urgency is an effect of thf history of colonial 
relations. It emerges from the anxiety that 
makes the lived history of the third world 
always seem inferior or out of time with a 
world history that seems dominant. It is an 
expression of temporal constraint that 
emerges from the representation of India as 
a place not yet, or incompletely, modem and 
<he anxiety that this will be a per ma nent 
condition. 

The logic of the dynamic works as follows. 
The principal state agency for atomic energy 
in India was the Indian Atomic Energy 
Commission (AEC). It was created in 1948 
by an act of the constituent assembly under 
asirictregifneof confidentiality and control.'’ 

Thanks to these restrictions, as long as the 
AEC was situated in the realm of scientific 
production, its activities were cloaked by 
secrecy; the official ‘need to know’ .Thming 
the usual reasons around, the importance of 
this scientific work could fe measured by 
the degree of secrecy imposed upon iL 
However, over the long haul, secrecy could 
only be Justified by scientific success. The 
AEC had to produce scientific alefacu thM 
were recognisable as such. Once such an 
artefact was produced, however, the veil of 
secrecy had to be lifted in order for the state 
and the public to acknowledge whM had 
been achieved. Visibility was neoetsaiy to 
make the case that iuue was a Ifterai 
manifestation of the postcolonial - the 
scientific indigenous modem. But here’s the 
tub. This public, non-scientific exposwe 
could not be sustained, for the ir re vere n t 
popular gaze migiu call inio question aqy 
one or ail of these contested l epi ricnii - 
tions-indigenous, tcieMific,niodm-wiii 
dire consequences for state mMUgen. As 
we shall see, all three categories «f dre 
postcokmial were difficult to reghenttcign 
unequivocally and simulfwoudy. Ynt (Itt 
MighteMshadowofdoubiaboiMthnMBAict’t 
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origins, sophistication, or efficacy would 
undermine the state's postcotonial project, 
a process which otux set in motion could 
only end in the latent crisis made manifest. 

Hence, once the mete existence of the 
scientific artefact was conTinned, tepces e nted 
as an modem technological artefact built by 
Indian ingenuity, a wall of secrecy wa.s 
damped do wn to prevent further exominatian 
of the object, and a cycle of urgency to 
resolve lurking doubts - to build a more 
iiiithentic object - would begin. Secrecy and 
urgency are modalities of the posicolonial 
project, products of an iterative dynamic 
structure around the construction of 
technological artefacts. In what follows, I 
trace the generation of repeated cycles of 
urgency, ended and renewed by ever 
increasing scales of accrecy, in an unstable 
dialectic which could not be sustained. 

UaoENCY raoM Stuategy 

In the years immediately fotlowing the 
second world war, given the principal 
association of atomic energy with military 
ends woridwide, one would imagine thM. 
then as now. building an atomic reactor 
would undoubtedly have to be a domestic 
project. Thus, it comes as no surprise that 
statements appear in the Indian press arguing 
fbrapolicy of fostering local knowledge and 
training in atomic energy matters because, 
“in the present international situation (India 
wasj unlikely to obtain the information from 
the countries which are the most advanced 
in the field.*’" 

Yet we find that at the same time as these 
piMic statements wete bring made, the Indian 
AEC was involved in secret negotiations 
with the British, the US, Canada, and France 
for informriion and expertise on atomic 
energy. The strategy adopted for dealing 
with foreign agencies was as follows." The 
Indian AEC would be willing to offer India's 
large reserves of rare earths, such as thorium, 
and strategic minerals, such as beryllium and 
manganese, to select foreign countries in 
exchange for expertise, funds, and materials 
that could benefit the domestic autmic eneigy 
progtamme directly. For instance, a I9S2 
letter from the Indian AEC to its American 
counterpart asks for ten tons of heavy water 
over die next two yean and offen In 
retura..4xrtain quantities of thorium in Che 
form of a suitable compound, or uranium one 
or some compound of uranium.’'" 

This and other letters suggest that, 
iMtwithstandii^ public pronounoetnenti, a 
pcagmadc strategy was in place wHhin the 
ABC. The utility of this approach, namely, 
devrioping reiriionships with countries 
with tested knowledge in the miclear field, 
iwmcd self-evident to Indian scientific 
eiitet. Pragmatists argued thri once the 
initial conditions were in place, regardters 
of national origin, indqrendent Indian 


devdopmenlcti'anatoimceneigyprognnmK 
could proceed. The strata of associriion 
with foreign countries was itothing more 
than jump-starting a process by not wasting 
time reinventing whri was already well 
known. A necessary condilion forlhis policy 
to succeed, of course, that it be done without 
the public’s kiwwiedge, but this was easily 
obtained due to the secrecy surrounding 
riomic energy activities.^' 

A number of powerful institutional 
conditions facilitating the adoption of a 
pragmatic strategy were already in place. 
Firat,ihe 1948 Atomic Eneigy Act: this piece 
of legislation monopolised all aspects of the 
field of atomic eneigy for the state and 
included in its definition of cdntrolled 
substances: uranium, thorium, plutonium, 
neptunium and beryllium, as well as “arty 
other substance which thecential gover n me nt 
may...prescribe, bring a substance which in 
itsopinkmisor may be used for the production 
or use of atomic energy."^' 

Second, the AEC, though it reported 
directly to the prime minister, was fwmally 
a port of the ministry of natural resources 
aiN) scientific research in the years following 
independence. This ministry was responsible 
for the extraction and utilisrikm of state- 
owned raw materials and underground 
minerals. The secretary of this ministry, its 
highest ranking civil servant, was S S 
Bhatnagar, the first Indian director of the 
Indian Council of Scientific and Industrial 
Research (CSIR), and one of the three 
members ofche Atomic Eneigy Commission. 
He was completely supportive of all AEC 
plans. Finally, not only had the AEC managed 
to insulate itself com|detely from public, 
legislative, or scientific senitiny, it had as 
its most ardent advocate the prime minister 
himself. 

But there was little time to waste. The 
Indian AEC had to strike the best possible 
bargains with foreign agencies quickly to 
ensure that the momentum behind atomic 
energy built updomcstkally did not dissipate, 
and also, became the longer they waited, 
other international sources of raw matetiali 
might emerge, or new technical processes be 
developed that ijiadetiwirbatter commodities 
less valuable. This sense of urgency was 
somewhat ameliorated by international 
conditions in the l9S0s. Even though 
knowledge and information about atomic 
energy was carefully controlled and 
monitored, especially by the US!! this 
information was by no means an American 
monopoly. 

This discussion makes dear that from the 
outset of the effort to build atomic energy, 
the line between domestic and forrign was 
a fiiaxy one. Secrecy might produce a 
boundary between the state and domestic 
civil society, but it was not a factor in keepitv 
theextem al woridatbey.evaninaialleii^y 


vital an issue as atomic energy. The ImBan 
state openfod in, and was a part of, a giobnl 
system of states, knowleci^ and power, 
making the usual distinction between 
'inside' and 'outside' a consideiBtioo of 
practice not structure. 

Urobmcy of Pusuc CamciSM 

The AEC’s stated long-term strategy for 
creating a self-rriiant nuclear induitry was 
predicated on theavrilabihty of nudevhid.” 
The most extensive atomic Aid resource 
found in India is thorium. This suggested 
that any self-sustaining long-term strata 
had to be thorium-based. But thorium caiunt 
be used directly as an atomic fuel. It can, 
however, be combined with plutonium in a 
special ‘breeder* reactor to produce 
electricity. Thus the first step toward utilising 
thorium is to produce suffirient quantities 
of phitonhim. Plutonium, which does not 
occur naturally, is produced in a nuclear 
reactor as an end-product of fuel burnup (the 
'first stage'). This plutonium can he used to 
‘blanket’ thorium, allowing it to become 
fertile, and thus to piorhice the highly fissile 
isotope of uranium, U-233 (the ‘second 
stage’). The U-233 produced in this way can 
be used as fuel in a third stage 'breeder' 
reactor producing electricity, tmre U'233, 
and more plutonium. The planned 
culminalionohhe AEC strategy wasafimily 
of breeder reactors, reactors which would be 
fuelled by U-233 and which, because of the 
physics of these elements, would produce as 
much new fuel as was bring used up. 
However, for this long-term programme to 
be feasible, the AEC needed to ensure that 
it had access to the plutonium that was 
produced in their first stage reactor. In short, 
it needed to produce or acquire non- 
tafeguarded reactors." 

The search for raw materials that could be 
of use for the Indian atomic programme had 
begun even before the formation of ibe 
AtomicEneigyConiinission(AEC)in 1948." 
By I9S2 the AEC could announce that India 
h^ discovered 'large deposits’ of uranium 
ores in Bihar suitable for industrial 
extraction." Within a few yean of the AECs 
creation a monasite proceuing foctcHy had 
been set up and a small nuclear physics 
section was harming to take shape at the 
Tata Institute for Hmdamental Research in 
Bombay. 

From its inception, the AEC had drawn 
tome publicctiticisiiLTheexcestive attention 
and funding given the state's atontic eitergy 
p r o gramm e had tailed tiie ire of Indiaa 
tcienlisu excluded from this cash cow, some 
of whom were well known and powerfiil 
enough to cast potentially seriota doubt on 
the whole enterpriae. Moat vocal and 
prominent among these dissaving icientiati 
wasthePalit Profeasor of PhyskariCalcutta 
UfliveniQf, Meghnad Shha. 



Sirin’*lMidHtytoMtyloi«d«nlMd After 
all. if aot for (he negate of dau tiei and 
oM boy networiu, not Homi J Bhabh^ 
oouM eaiily have bem the cre ntor of die 
Indian a ton U c energy pro gi aiii i n e .*^Aieariy 
ai 1939Sahatiadieen (he potendal of atomic 
energy for devdopment an d had written ebout 
it in hit popularand influential journal &iaioe 
am/ Culture.'^ In the late I930t, when the 
Congteu Party created a Nadorud Planning 
Comminee, the forerunner of the post- 
indqrendence Planning CommUsion, Saha 
had been one of its members. The chairman 
of the Congress planning committee was 
Jawaharlal Nehru. In other words, Saha’s 
connections to Nehru predated Indian 
independence by a decade - cotuiderably 
mote dme than Nehru had known Homi 
Bhabha, (he eventual founder of the atomic 
-energy programme. Nehru and Saha were 
also in close concert ideologically, as 
socialists and as unmitigated votariesof large 
scale industrialisation.^ Nehru was in 
complete agreemeiU with Saha's scathing 
critiqiie of Gandhian ideas of development 
To tike just one instance of Saha’s vitriolic 
erhtorial pen, “Nor should we forget that the 
[colonia]] Government of India has had a 
strange ally.. .in some of our leaders of public 
opinion who have been so impressed by the 
evils of the modem capitalistic world that 
they have nor hesitated to declare that the 
introduction into India of the scientific and 
technical methods of the West should be 
resisted.”'* Saha’s editorials had been 
consistently and stridently arguingaposiiion 
that we usually associate with Nehru from 
as early as 19^. He wrote that scientisu 
should take the lead in national development 
efforts, that the state take on a more active 
role in promoting industry, and, in general, 
argued forcefully for a scientifle approach 
to India’s development problems.’* 

AfterHomi Bhifoha’sretum to India during 
the second world war and the growth of close 
ties be t w e e n Bhabha and Nehru, Saha’s 
influence in national science policy-making 
declined precipitously. Robert Anderson 
suggests that by this time the Indian physics 
community had split into two faetkins: the 
‘Calcutia-AliahabtKl axis’dominated by Saha 
and his students, and the Bangalore group, 
preserve of Nobel Laureate C V Raman, 
once a Calcu t ta figure himsdf. but who had 
sinoe broken all ties with Saha.” Saha’s 
diilike of RMnanexlertdedtoBhafaha. Deeply 
resentflii of the latter’s close rapport with 
Nehru, Saha had become the most vocal 
crlbc of the ABCs activities from the outset. 

It is important to note that the two svere 
actually not forapart in most of theirihinking 
- Sahaoofflpletely agreed with Bhabha and 
Nehru that marriage of stale and science 
wu the appropriate means to usher in 
dev el opm en t in India. What Saha could not 
bear was being excluded ftom ihiB powetrftil 


coeUdon after Ms long struggle to get this 
viewpoini accepted. Saha and Bhabha did 
not disagree ideologically: theirs was a 
political battle. 

S^du’s maiginality from centres of power 
after independence meant that he had little 
influenceontbegeneraidirectionofscieniiric 
policy. But this would change. In the 
country’s firat general election, in 1952, to 
the surprise of his scientiric colleagues, 
Saha ran for parliament from the Calcutta 
northwest constinicney and won. Once in 
the Lok Sabha Saha used his position to 
become an influemiat and widely regarded 
critic ofthegovernment’s views on a number 
of issues, most notably atomic energy 
policy.” He forced public debate on atomic 
marten on a numbw of occasiotu, paying 
particular attentiofl to the difference bet¬ 
ween what (he ABC had promised and what 
it had done. 

For example, India hasfot an Atomic Energy 
Coininissioa and five years ago [ 1948] we 
had announced that we were going to set up 
a nuclear reactor within five yean. This is 
1954 and nuclear reactor has not been set 
up...I do not know how long it will take us 
to nuke good (his proposal. It may take us 
yean to set up a nuclear reactor.” 

Even as Saha raised (he issue of the 
incompetence df the ABC, be was not casting 
any doubt on atomic energy - either as a form 
of energy or a mearu of development. Rather. 
Saha was opposed to the strategy being 
adopted for the development of atomic energy 
in India attd the special status given to 
Bhabha’s clique of scientists. As he said in 
a speech to the Lok Sahha: 
mbe Atomic Energy Commission, which 
you have got now. has to be scrapped and 
we must start our work on a broiKl basis. 
Fust of ail, there should be no secrecy. If 
you read our Atomic Energy Act you find 
that it does not tell us what to do. but it 
simply tells us what is not to be done. We 
shall not export neptunium, we shall not do 
this, we shall not do that and to on. 
[Secondl...Thcre is a conunon prejudice that 
atomic scientists are in a special class by 
themselves. It is a great f^lacy; it is an 
illusion. There fwere] no atomic scientists 
to start with. The atomic scientisu have been 
ordinary chemists, ordinary phyticisis, 
biologlsu and otben. When ibis great 
discavefy came they turned their minds to 
the dhcovciy and tried to find out how to 
utilise that for the different puiposes. So the 
atomic energy scientist is not a new race that 
has come into exitteiioe.” 

The ARC would be defended furiously by 
Nehni on iMs occasion but Saha was not 
dei ei red. 

Saha’s concern that atomic energy would 
aoon' be completely beyond informed 
public scrutiny was heightened by two 
dev el opment s . In mid-ll^ a new entity, 
the deputment of atomk energy (DAE), had 
been cietMd ai a free standing SUM agency 


reporting only to the prime minister in cxder 
to formalise further tlw state’s monopoly on 
atomic energy research. This followedan the 
heels of the creation of an Atomic Energy 
Establishnient (ABE) in Trombey. The newly 
cmated atomic energy fact lily waa designated 
as (he pri mary site for ttomic energy reiei^ 
and production in the country, offldaiiy 
marginatising Saha’s own inititutirmM 
creation, the Institute for Nuclear Physics in 
Calcutta. Bhabha’s position was going to be 
even nwteinvulnerableifthesc developments 
were allowed to stand unchallenged. 

Returning from a visit to the weal in 
SqXember 1954, Saha insisted on convening 
a special meeting of leading politicians and 
other members ofthe political dite toditcuas 
his proposals regarding the future of atomic 
energy in India. The meeting was held at the 
prime minister’s residence and Saha made 
an impassioned speech for the immediale 
and full-scale development of ttomic energy 
as a national priori ty. After a long iniroduclioo 
discussing the inevitable need for atomic 
power in the country's development. Saha 
made a number of concrete suggeatiom: 
first, that the French model was the moa 
appropriate for India to follow as it sought 
complete self-rdiatKeyetdisavowed secrecy, 
and, second, that the system of adminia- 
ration of aomic energy in India be changed 
completely and a new aomic enogy act be 
brought iruo effect Under his plan adviaoiy ‘ 
boards of scientists and politicians would 
help (he prime minister decide the broad r 
contours of nuclea policy, and, in a direct f 
attack on Bhabha's multiple roles, the t 
administraors of the aomic energy pro- 
gramme would be appointed as full tune \ 
employees who did nothing dse - '^mder 
no circumstances should they be allowed to 
have any other job.’”* 

The stage was set for adirect coafrontatiaa 
between the scientific critics of aoniic energy 
and the ABC Faced with this pfcssate,Nefani 
agreed to bold a tpecia conference inviting 
scientists from ai over the country to aaaeas 
the progress and fiitim of the Ittdian atonic 
energy ptogratmne. Theconferenoe wet hdd 
a the Nakmal Physical Labotaory (NPL) 
in Delhi on November 26 and 27, 1954.” | 

The choice of iocation suggests tha Salta 
hadareadylottpartoflbebaMle.The<Bncior 
of NPL was K S Krishoan. a wdl known ' 
physicist who had been C V Raman's 
scientific assistant and collaborator in 
Calcutta. KrUhtam had served as an ABC f 
Comnuisioner from its inception and waa a j 

close friend of Bhabha. Accoiding to one 
eyewftneas, Kiiahnan stepped in a crucial 
moineots in the discussioa to “eaie ihn 
tension-rid atmosphere” and multi 
eventually "save (he thy for (the ABC]."* 
Kriihnan Mao summed the pnoandbifi 
of the Goafetenoe in an imaipnMinn tint 
dearty favoured the ABCTsme of piofKiB. 


Booaonie and Political Weddy Augua 16-23. 1997 


2m 



origins, sophistication, or cfTicacy would 
undermine the state’s postcoionial project, 
a process which once set in motion could 
only end in the latent crisis made manifest. 

Hence, once the mere existence of the 
scientific artefact was conlirmed, represented 
as an modem technological artefact built by 
Indian ingenuity, a wall of secrecy was 
damped down to prevent further examination 
of the object, and a cycle of urgency to 
rcNolve lurking doubts - to build a more 
authentic object - would begin. Secrecy and 
urgency ore modalities of the postcoionial 
project, products of an iterative dynamic 
structured around the construction of 
technological artefacts. In what follows, I 
trace the generation of repeated cycles of 
urgency, ended anJ renewed by ever 
increasing scales of secrecy, in an unstable 
dialectic which could not be sustained. 

Uroency from Syrateoy 

In the years immediately following the 
second world war, given the principal 
association of atomic energy with military 
ends worldwide, one would imagine that, 
then as now, building an atomic reactor 
would undoubtedly have to be a domestic 
project Thus, it comes as no surprise that 
stauments appevin the Indian press arguing 
for a policy of fostering local knowledge and 
training in atomic energy matters because, 
“in the present international situation [India 
was] unlikely to obtain the information from 
the countries which are the most advanced 
in the fieW.”'* 

Yet we find that at the same time as these 
public statements were being made, the Indian 
AEC was involved in secret negotiations 
with the British, the US, Canada, and France 
for infbmuUian and expertise on atomic 
energy. The strategy adopted for dealing 
with foreign agencies was as follows.** The 
Indian AEC would be willingtoofferindia's 
large reserves of rare earths, suchas thorium, 
and stralqiic minerals, such as betyllium and 
manganese, to select foreign countries in 
exchange for expertise, funds, and materialt 
that could benefit thedomestic atomic energy 
mgranune directly. Fbr instance, a I9S2 
letter from the Indian AEC to its American 
oouitterpait asks for ten tons of heavy water 
over the next two yean and offers “in 
retum.-xsertun quantities of thorium in the 
(him ofa suitable compound, or uranium one 
or some compound of uranium.'’’* 

This and other letters suggest that, 
notwithstanding public prooounoemenls, a 
xagmatic stralpgy was in place within the 
AEC The utility of this approach, namely, 
developing relationships with countries 
with tested knowledge in the nuclear field, 
seemed self-evident to Indian scientific 
elites. Pragroatiste argued that once the 
inilul conditions were in place, r^ardiess 
of national origin, independent Indian 


development of an atomkenergyprogmune 
could proceed. The strategy of association 
with foreign countries was nothing more 
than jump-starting a process by not wasting 
time reinventing what was already weii 
known. A necessary condition forthis policy 
to succeed, of coune, that it be done without 
the public’s knowledge, but this was easily 
obtained due to the secrecy surrounding 
atomic energy activities.’* 

A number of powerful institutional 
conditions facilitating the adoption of a 
pragmatic strategy were already in place. 
First, the 1948 Atomic Energy Act: this piece 
of legislation monopolised all aspects of the 
field of atomic energy for the state and 
included in its definition of cdntrolled 
substances: uranium, thorium, plutonium, 
neptunium and betyllium. as well as “any 
other substance which the central government 
may...pfe3cribe, being a substance which in 
its opinkmisor may be used for the production 
or use of atomic energy.”” 

Second, the AEC, though it reported 
directly to the prime minister, was fonnally 
a part of the ministry of natural resources 
and scientific research in the years following 
independence. This ministry was responsible 
for the extraction and utilisation of state- 
owned raw materials and underground 
minerals. 'The secretary of this ministry, its 
highest ranking civil servant, was S S 
Bhatnagar, the first Indian director of the 
Indian Council of Scientific and Industrial 
Research (CSIR), and one of the three 
members of the Atomic Energy Commission. 
He was compleiely supportive of all AEC 
plans. Finally, not only h^ the AEC managed 
to insulate itself completely from public, 
legislative, or scientific scrutiny, it had as 
its most ardent advocate the prime minister 
himself. 

But there was little time to waste. The 
Indian AEC had to strike the best possible 
bargains with foreign agencies quickly to 
ensure that the momentum bdii^ atomic 
eneigybuiltupdomestically did not dissipate, 
and also, because the tonger they waited, 
other international sources of raw materials 
might emerge, ornew technical processes be 
developed that qiadetheirbarter commodities 
less valuable. This sense of urgency was 
somewhat ameliorated by international 
conditions in the I950t. Even though 
knowledge and bifonnation about atomic 
energy was carefully controlled and 
monitored, especially by the US, Ms 
information was by no means an American 
monopoly. 

TMs discussioo makes clear that fiom the 
outset of the effort to build atomic eneigy, 
the Hne between domestic and foreign was 
a fusty one. Secrecy might produce a 
boundary between the rtate and domestic 
civil society, but it was not s factorln keeping 
iheextetnal world at bey, even in as alleg^y 


vitai an issue at atomic enetgy. The ImHui 
state operated in, and was a part of, a global 
system of stales, knowled^ and power, 
making the usual distinction between 
'inside’ and ‘outside’ a contidenuioa of 
practice not structure. 

Urobncy of Public Crhicism 

The ABC’s stated hmg-tenn strategy for 
creating a self-reliant nuclear industry was 
predicated on the avdUbility of nudear fuel 
The most extensive rtomic fuel resource 
found in India is thorium. This suggested 
that any self-sustaining loog-temi strategy 
hadio be thorium-based. But tboriumcaiuiot 
be used directly as an ittomic fuel. It can, 
however, be combined with plutonium in a 
special ‘breeder’ reactor to produce 
electricity. Thus the first step toward utilising 
thorium is to produce sufficient quantities 
of plulonium. Plutonium, which does not 
occur niuurally, is produced in a nuclear 
reactor as an eod-produa of fuel burnup (Che 
‘first stage’). This plutonium can he used to 
‘blanket’ thorium, allowing it to become 
fertile, and thus to produce the highly fissile 
isotope of uranium, U-233 (the ‘second 
stage’). The U-233 produced in this way can 
be used as fuel in a third stage ‘breeder’ 
reactor producing electricity, more U-233, 
and more plutonium. The planned 
culmination of the AEC strata was afamily 
of breeder reactors, reactors which would be 
fuelled U-233 and which, because of the 
physics of these elements, would produce at 
much new fuel as was being used up. 
However, for this long-term pro gra mme to 
be feasible, the AEC needed to ensure that 
it had access to the plutonium that was 
produced in their first stage reactor. In short, 
it needed to produce or acquire non- 
safeguaided rcacton.” 

Tlie search for raw materials that could be 
of use for the Indian atomic program m e had 
begun evrni before the formation of the 
AtonHcEneigyCoininisston(AEC)in 1948.” 
By 1932 the AEC could announce that India 
h^ discovered ‘large deposits’ of uranium 
ores in Bihar suitable for industrial 
extraction.’* Within afew yeanof the AEC's 
creation a monasite processing liKtoty had 
been set up and a small nuclear p^ics 
section was beginning to take shape at the 
Tata Institute for Fundamental Research in 
Bombay. 

From its inception, the AEC had drawn 
some public critidsm.'Hie excemive attention 
and ftinding given the state's atomic eneigy 
program m e had raised the ire of Indian 
scientists excluded from this cash cow, some 
of whom were well known and powerful 
enough to cast potentially serious doubt on 
the whole enterprise. Most vocal and 
prom i ne n t among these dissenting identists 
was the Mil IVofessor of Physics at Calcutta 
Univenity. Meglmad Saha. 




SAa’slKMtilitytoeMytoiiiideiMiKL After 
III, if IKK for ttM vapto of ci«u tfa md 
old boy Mtwotki, he. not Homi J Bhabba, 
coaM eadly have been the aeaior of die 
Indian atomic eneify programme.*’As eaiiy 
ai 1939Saha hadseen the patendai of atomic 
energy for deveiopw en t a nd had written abota 
h in Ms popularand influcraial journal Sewnev 
and Callurt." In the late 1930s, when the 
^ongnu Patty mated a National Planning 
Committee, the foieninner of the post- 
independence Planning Commission, Saha 
had been one of its members. The chairman 
>f the Congreu planning committee was 
iawahailal Nehru. In other words, Saha’s 
^nnections to Nehru predated Indian 
independence by a decade - considerably 
more time than Nehru had known Homi 
Bhabha, the eventual founder of the momic 
energy programme. Nehru and Saha were 
also in close concert ideologically, as 
aodaiists and as unmitigated votaries of large 
scale industrialisation.** Nehru was in 
complete agreemeiK with Saha's scathing 
critique of Gandhian ideas of development 
'o take Just one instance of Saha's vitriolic 
editorial pen, “Nor should we forget that the 
[colonial] Government of India has had a 
strange ally...in tome of our leaders of public 
opinion who have been to impressed by the 
vilt of the modern capitalistic world that 
they have not hesitated to declare that the 
Introduction into India of the scientific and 
technical methods of the West should be 
resisted.”** Saha's editorials had been 
consistently and stridently arguing a position 
that we usually associate with Nehru from 
BS early as 19^. He wrote that scientists 
ihould take the lead in ttathMial development 
efforts, that the slate take on a more active 
pole in promoting industry, and, in general, 
stgued forcefully for a scientific approach 
» India's development problems.’* 

After Homi Bhabha's return to India during 
he second work! war and the growth of close 
:ies between Bhabha and Nehru. Saha's 
nfluence in national science policy-making 
lecUned precipitously. Robert Anderson 
luggesU that by this time the Indian physics 
xmmunity had split into two factiims: the 
^akuna-Allahabad axis’dominaied by Saha 
ind his studentt, and the Bangalore group, 
jie w v e of Nobei Laureate C V Raman, 
Mice a Calcutta figure himsdf. but who had 
linoe broken all ttes with Saha.** Saha’s 
islikeof Ramin extended loBhabha. Deeply 
esentful of the latter’s cloie rapport with 
*161110, Saha had become the most vocal 
Kitic of the ABC’s activitieB ftom the outset. 

It is impoitaitt to note that the two were 
ictually not frapart in most of their thinking 
- Saha oompMely agreed with Bhabha and 
Kehiu that the marriage of stale and science 
m the appropriate means to usher in 
e v eto p m e n t in India. What Saha couM not 
Mar was being excluded ftom this powerful 


coaHlioo after Ms long struggle to get this 
viewpoint accepted. Saha and Bhabha did 
not Msagree ideologically: theirs was a 
political battle. 

Saha’s marginality from centres of power 
after independence meant that be had little 
influenoeontfaegeneraldirectionofscientiric 
policy. But this would change. In the 
country’s first general election, in I9S2, to 
the Muprise of his scientific colleagues, 
Saha ran for parliament from the Calcutta 
northwest constituency and won. Once in 
theLok Sabha Saha used his position to 
become an influential and widely regarded 
critic of the goveromem’s views on a number 
of issues, most notably atomic energy 
policy.” He forced public ddrate on atomic 
matters on a numbtf of occasions, paying 
particular attention to the difference bet¬ 
ween what the ABC had promised and what 
it had done. 

For example. India hasgot an Atomic Energy 
Commission and five years ago [1948] we 
had announced that we were going to set up 
a nuclear reactor within five years. This is 
I9S4 and nuclear reactor has not been set 
up...l do not know how long it will take us 
to make good this proposal. It nuy take us 
years to set up a nuclear reactor.” 

Even as Saha raised the issue of the 
incompetence rtfthe ABC, be was not casting 
any doubt on atomic energy - either as a ftmn 
of energy orameans ofdevelrtpment. Rather, 
Saha was opposed to the strategy being 
adopted fttrthedevelopmentofaioiniceiiefgy 
in India and the special status given to 
Bhabha’s clique of scientisis. As he said in 
a speech to the Ldt Sabha: 

[ijbe Atomic Energy Commission, which 
ytxi have got now, hat to be scrapped and 
we must start our work on a brand basis. 
First of all, there should be no secrecy. If 
you read our Atomic Energy Act you find 
that K does not tell us what to da but it 
simply tells us what it not to be done. We 
shall not export neptunium, we shall not do 
this, we shall not do that and ao on. 
(Seooad]...TIiere is a common prejudice that 
atomic tcienUsu are in a special clast by 
ihemielves. It is a great fallacy: it it an 
illusion. There [were] no aioimc scientitis 
to start whb. The atomic sciemisis have been 
ordinary chemista. ordinary phyticisu. 
biologiits and others. WhM this great 
thtcovefy came they turned their mindi to 
the dtecovery and tried to find out how so 
utiliie that for the diftereni purpoaes. So the 
atomic energy scientist ia not a new race that 
has come into existence.” 

The ABC wrmkl be defended furiously by 
Nehru on this occasion but Saha was not 
deiened. 

Saha's concent that atomic eneigy would 
soon be completely beyond informed 
public scrutiny was hei^tened by two 
devetopmems. In niki-1934, a new entity, 
the depintment of atomic eneigy (DAE), had 
been creeled as a five standing stale agency 


reporting only to the prime minister in order 
to formalise further the state's monopoly on 
atomic energy research. This followed on the 
heels of the creation of an Atomic Eneigy 
Establishmem (AEE) inTrombay. The newly 
created atomicenergy facility was designated 
as the primary site for atomic energy research 
and production in the countiy, officially 
marginalising Saha’s own institulionM 
creation, the Institute for Nuclear Physics in 
Calcutta. Bhabha’s position was going to be 
evenmoreinvuJnerabieifihesedevelopmeatt 
were allowed to stand unchallenged. 

Returning from a visit to the west in 
September 1954. Saha insisted on convening 
a special meeting of leading pMiticians and 
other members of the politksJ elite to discuss 
his proposals regarding the future of Momic 
energy in India. The meeting was held at the 
prime minister’s residence and Saha made 
an impassioned speech for the immediate 
and full-scale development of atomic energy 
asanadonal priority. Afterakmginlroductian 
discussing the inevitable need for atomic 
power in the country’s development, Saha 
made a number of concrete suggestions: 
first, that the French model was the most 
appiopritte for India to follow as it sought 
compleieself-rdiaiceyetdimvowedsecrecy, 
and, second, that the system of administ¬ 
ration of atomic energy in India be changed 
completely and a new atomic energy aa be 
brought imo effect Under his plan advisory 
boards of scientists and politicians would 
help the prime minisler decide the broud 
contoura of nuclear policy, and, in a direct 
attack on Bhabha’s multiple rotes, the 
administrMon of the atomic energy pro¬ 
gramme would be appointed as full time 
employees who did n^ing ebe - ’^mder 
no circumstances should they be allowed to 
have any other job."” 

The stage was set for a direct confiontstion 
between the scientific critics of atonic energy 
and the AEC. Faced with this pressure, Nehru 
agreed to hold aspecial oonfetence invMng 
scientists from ail over the country to assets 
the progress and future of the Indian atenk 
energy programme. The conference was heU 
at the National Physical Laboratory (NFL) 
in Delhi on November 26 and 27, 1934.” 
The choioe of location suggests dad Saha 
had already lost part of the battfe-Thedmcnr 
of NFL was K S Krishnan, a well kaowa 
physicist who had been C V Raman’s 
scientific assistant and collaboralor in 
Calcutta. Krishnan bad seraed as an ABC 
Conunissioner from its inception and was a 
dose friend of Bhabha. According to otK 
eyewitness. KiMman stepped in at cradal 
mometKs in the discuir^ to “earo the 
tensiofi-rid atmosphere’’ and would 
eventually ”teve the day for [the ABC^*”* 
Kiiihnan alio summed up the piooaadiap 
of the oonfeienoe io an i n tatpiui a i i oa dM 
dearly favoured the ABC's iMBufpngleat. 
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Choosing the NPL as the site for the first 
semi-public discussion of the AEC and atomic 
energy was thus to bias the outcome of the 
conference from the outset. This bias, 
structured toward avoiding criticism of the 
AEC, is apparent in the way the conference 
agenda was set up. Rather than seeking to 
address the appropriateness of the AEC's 
strategy in developing atomic energy, the 
conference became a means to share 
information about atomic energy and to 
inform the scientific public about what had 
been achieved thus far. Nehru’s opening 
remarks defined the parameters of discussion. 
As he saw it, the issue of atomic energy had 
two components: a scientific one and a 
technological one. The former could be the 
domain of the universities, but the latter was 
restricted to the state alone - not for its 
national security implications as India was 
uninterested in military applications of 
nudearpower-but ’duelothecostinvolved.' 

On this note the conference proceeded. 
The first presentation was by Bhabha who 
gave an overview of atomic energy 
development in India. The rest of the agenda 
was divided in' three sessions structured to 
prevent options other than those chosen by 
the AEC from being discussed. The bulk of 
speakers were drawn from Bhabha's i nstitute, 
the Tata Institute for Fundamental Research 
(TIFR) and the nascent atomic energy 
establishment at Trombay. By and large, 
conference papers avoid^ specific details 
about the Indian programme whenever 
possible, choosing instead to speak in vague 
generalities about the value and importance 
of atomic energy for development. Saha did 
manage to give one of the papers on the 
second day of the conference on 
‘Considerations in the Choice and Design 
of Reactors', but this marginality indicates 
the limited impact of his paper. 

The success of the AEC in defusing the 
most public challenge to its monopoly of 
atomic energy activities speaks volumes for 
its relative influence and power. The 
significance of Saha’s frustrated attack 
derives from the fact that he represented the 
most respected component of the civilian 
scientific community. Saha, and those around 
him like Satyen Bose, could not be dismissed 
either as anti-national, or as an uninformed 
public, which made this challenge extremely 
serious. Yet, even with Saha’s investment 
of all his scienti fk authority and parliamentary 
privilege, he was unable to shift appreciably 
the boundaries of atomic energy, either as 
an institution or in strat^ic terms. There 
would never again be any serious public 
discussion of changing the institutional 
(nunewotk of the AEC or of exposing their 
activities to any signiricam degree of outside 
senttiny. Ratho’ than see this encounter as 
a meeting where the atomic energy 
establishment won out over heavy odds, it 


is perhaps more useful to see this conference 
as confirmation of the atomic scientists’ 
dominance over other scientists and state 
agencies. The most tangible challenge the 
critics were able to lay down was to suggest 
that AEC as presently constituted, would 
not be able to build a working nuclear reactor 
for many years (o come. 

As an observer sympathetic to Saha put 
it delicately, 

it is apparent that there are two schools of 
thought among the leading scientists in the 
country regarding the possibility of atomic 
energy in India. One of these, represented 
mainly by the members of the Atomic Energy 
Commission and the Scientific Deportments 
of the government holds that India will be 
able to construct in a period of five yeors 
a lull scale production plant for atomic 
energy. The other school, consisting mottly 
of scientists outside the official sphere, 
however, do not subscribe to such optimistic 
views." 

While the AEC had won this round, the sense 
of urgency now had a specific referent. Their 
challenge was to build a reactor as soon as 
possible in order to forestall any further 
public criticism of the AEC. 

U becomes clear (hat the atomic energy 
complex had a considerable degree of 
domestic power and influence in the mid- 
1950s. They had managed to weather their 
first major public attack with relative ease. 
But success would come at a considerable 
price to their scientific pride. Even as domestic 
points of weakness were now fully sealed 
and the atomic energy complex well insulated 
behind its wall of secrecy at home, the Indian 
atomic energy programme had to expose 
itselfto the gazeoftheintemational scientific 
community in order to address its desire for 
a reactor. To request foreign assistance was 
to acknowledge how little had been achieved 
domestically and to admit how hollow 
was the goal of Indian self-reliance. The 
conditions of secrecy that cloaked this 
enterprise would never be so valuable as no w 
- in order to hide from domestic eyes the 
limitations of (he state scientists working for 
national development. 

The FmsT ‘Indian’ Reactor 

Horn! Bhabha, chairman of Iixlia's AEC, 
first approached old friends and scientific 
colleagues in the UK for scientific assistance 
and collaboration in 1948. The British, 
unwilling to test the limits of the US 
disapproval, were initially forced to deoy his 
request." Following discussions with 
Frederic Joliot-Curie, then headoftheFiench 
atomic energy commission who had 
approached India with the suggestion of a 
joint project in atomic energy, Bhabha 
again approached the UK Atomic Energy 
Authority suggesting formal scientiOc and 
technok^ical coHaboration a year later. He 
could “only be partly satisfretT but returned 


yet again suggesting the devdopmeot of a 
joint UK-India beryllium moderated 
reactor.*' This project too was deemed not 
possible at diis time, but the British now 
appeared more encouraging. Keeping a 
careful eye (XI the siaieoflndia’snego^ons 
with both the French and the US, and not 
wanting to be driven away from its former 
colony, Britain found itsdf driftiug into a 
closer relationship with India on atomic 
energy. This drift was not altogether 
unconscious. Bhabha was dealing with former 
Cambridge mentors and colleagues, 
especially Sir John Cockcroft, whom he had 
known through the Cavendish Laboratory a 
decade before, and who was now in charge 
of theUK Atomic Energy Autlwrity’s HarwdI 
facility. Cockcroft, LordTizzard, and Edwin 
Plow(ien, the most simicx' scientific advisixs 
to the British government, were all in favour 
of helping Bhabha and the India atomic 
energy project.'*^ 

By the mid-19S0s, as I have shown, 
Bhabha’s requests for assistance and 
collaboration had a more precise focus. He 
needed British help to build a nuclear reactor 
as soon as possible. In June 1954, Bhabha 
met Cockcroft and informed him that the 
AEC was desperate to build a low power 
research reaaor and asked Cockcroft to 
supply him with five tons of heavy water. 
The British demurred, noting that thdr heavy 
water stock was fully committed to theirown 
needs, and suggested that Bhabha approach 
instead another former Cambridge colleague, 
W Bennett Lewis, now vice-president of 
Atomic Energy of Canada (AECL).*'' 

in September 1954, Cockcroft wrote to 
Bhabha offering him a practical solution to 
his problem. In his letter he asked, "Have 
you considered the possibility of building a 
research rcactorofthe 'swimming pool ’ type? 
These have been described fairiyexhaustively 
in Nucleonics and other publications. They 
require, of course, enriched uranium but it 
is possible that this could be made available 
to you from the UK.'*" Bhabha jumped at 
this possibility. He replied at once: “We 
would gladly consider thi.s possibility...! 
would like to know how much enriched 
uranium it would be possible to make 
available...The time element is very 
important, since we would like to undertake 
such a reactor if it could be set up in a very 
short time, so we have something to work 
with while (xtr (Xher plans mature.’**’ The 
details were negeXiated over the next few 
months. Bhabha was able to get not only the 
enriched uranium fuel rods from the UK, but 
also dmiled engineering drawings and ether 
technical data. 

The swimming ptml reactor, later called 
Apsara, went ‘critical’ on August 4, 1956. 
It waf, as one Indian participant put it, their 
‘first taste of success’, and the atomic 
scientists were jubilant. Hnaily, in theirown 



eye*. ilMqr were a *fDice 10 ndun wUli'. The 
fint penoa toJaiow of their accompUihment 
wa* the priine tninitier - even at dtis moment 
of tcientific achievement the ABC could not 
but *ee this event in political terms. The 
piedominantly political interpretation of this 
event condnu^ as news of the reactor’s 
criticality became public. This was, it was 
repeatedly pointed out, “the first atomic 
reactor to go critical in Asia (other than the 
Soviet Union).’*** Clearly the message was 
India had stolen a march over China, the only 
other Asian country that was remotely in a 
position to develop a nuclear programme. 

Saha was no longer alive, but like-minded 
critics would now have to cease their carping. 
All through the later representation of this 
event, the reactor is presented as a purely 
indigenous affair. Even though it was 
admitted that the fuel, and essential 
“electronic valves [and] some associated 
components” had bem imported, these details 
were lost in the shuffle of national pride - 
Apsara was represented as an Indian reactor.*’ 
The first hurdle had been crossed, but given 
the way it had come about, the AEC was 
hardly closer to developing indigenous 
capacity to build a nuclear power reactor. 

For the AEC and their state managers, the 
risks they had taken seemed finally to have 
paid off. The imposition of secrecy around 
their programme had been completely 
justified, with both domestic scientific 
opposition demolished, and a spanking new 
reactor in hand. Just at the moment when 
we would think that the ABC was riding a 
pinnacle of success, when the secrecy built 
into the prognunme could now be dispensed 
with, a new development occurs. In 1958, 
the government issued a new constitution for 
the AEC which, above all, reaffirmed the 
centrality of the chairman. The new 
regulations allowed the chairman the “power 
to overrule the other members of the 
Commission" (except the member for 
finance), expanded the Commission’s 
potential membership to seven and made the 
director of the atomic energy establishment 
in Trombay (a scientist) an ex-officio member 
of (be C!ommission. The need to make these 
changes, according to the resolution, were 
driven by “the newness of the field, the 
strategic nature of its activities, and its 
international and political significance”. 

The expansion of the Commission is 
surprising. A measure of AEC power had 
always been their ability to contain decision¬ 
making power to a very small number of 
people, all of whom were scientiits.** Now, 
even as the AEC centralised power further 
in the hands of the chairman, it was also 
opening itself up to elements of the slate 
apparatus. Over theyean new AEC members 
would be drawn from the upper echelons of 
the stale burewcracy, esp^ally the prime 
mbiinster's office. This wai not a move that 


woidd in ay way reduce the power of the 
institutioiv but it would a political 
voice dite^y into AEC deliberations. The 
interests of the AEC and the regime were 
beginning to melfl 

The reactor going critical - a event more 
important for its symbolic (ha its sciemific 
significance in the long nin - followed so 
soonbytheinidtiitionalcluuigesoflhe 1958 
AEC constitution, aleils us again to the 
impossibility of defining atomic energy as 
simply a scientific project. For the atomic 
scientists and politicians most invested in 
this project, the reactor’s criticality provided 
proof of InAa abilities in science, justified 
m long last the political, financial, and popular 
support the atomic aergy project had 
received for the last decade, ad even 
implicitly endorsed the political claims to 
leadership India had been making in the non- 
aligned movement. But fiuther, it points to 
a set of relations betwea science and the 
state that no longer could be limited to a 
development project. The presace and 
growth of secrecy, control, and centralisafia 
as systemic conditions would mark a new 
phare in the science-state relationship, in 
line with the defining features of this 
relationship in other modem states. 

Dbcoursb of Urgency 

The Atoms for Pace programme 
announced in the UN by the US president 
Ciwight D Eisenhower in 1953 reked on a 
dual premise thtt sought to control atomic 
weapons proliferatia at the same time as 
it sought to develop an international civilian 
nuclear power iiubutry. The change in the 
US policy represented by this announcement 
had come to pass with the belated realisatia 
that the American monopoly i n lUomic energy 
was irretrievably lost. The next best 
alternative, from the US point of view, was 
to aiitrol access to atomic energy among 
those nations that had not yet taken steps 
toward building nuclear programmes. 
Exports of atomic energy wald castitule 
a sarce of catinuing influence in those 
cantries and. if of American origin, also 
improve the US balance of trade. In other 
words, even as the bulk of the US efforts 
i n this field continued to be directed towards 
strengthening the military uses of nuclear 
power (here was mw, as indicated by the 
title of the new programme, an emphasis on 
the peaceful po^tial of ataiic power. This 
strategic chuige was shifting the oM war 
onto another front. 

These sentiments are welt captured in 
memoranda written by the US assistant 
secretary of defence Robett LeBaron to 
Admiral Richard Strauu of the US AEC and 
president Dwight Eisenhower 

We are enagaged in a life and death uniggle 

agaiiiit the communist mo vement in whicli 

our principal hope lies in the early 
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exploitation of peacetime power...This 
remarkable outpotuiiig of new Kicatific 
accomplislmiem (by US scientists] within 
the Iasi five years has been stAsuntially 
equalled by die Russians,...and will, in my 
opinion, presently be equalled by similar 
accomplislimenimtlielaboratoriesofBritish 
scientists...Tbe deterioration of our military 
posture can only be overcome by recognismg 
the appreciations of our peacetime prosperity 
which it inherent in the utilisation of these 
newly discovered auxnk phenomena for 
peace. The real risk in the worid today is not 
in (he health hazards from reactors out of 
control but in fear in people's minds of the 
horrors of atomic war.* 

One of the earliest outcomes of this new 
strategy towards, atomic energy was the 
suggestion to hold an international conference 
on the peaceful uses of atomic energy. An 
international conference seemed a suitable 
way of vividly and publicly demonstrating 
that one of the promises associated with this 
hitherto deadly substance might soon bear 
fruiL Even thoiugh atomic energy had to far 
only been associated with destruction, 
this coiiferencesoughitocanvincetheinier- 
national comimmity that atomic energy had 
also the potential to transform the human 
condition in positive ways. 

In order to make clear that parochial 
interests did not drive this international 
meeting, it was proposed that the conference 
be held under the auspices of the United 
Nations Organisation. This suggestion was 
eagerly accepted by Dag Hammaiakjoid, UN 
secretary-general, who promptly consti¬ 
tuted an imentational Scientific Advisory 
CommitteefSAQ toorganise thcevent. The 
SAC was composed of scientists drawn 
from Brazil, Canada, France. India, the 
Soviet Union, the UK and the US. While it 
might have been hoped, initially, that this 
conference would 1^ to neu pttetns of 
intenutional association, in retrospect it cmi 
be said the meetings of the SAC reflected 
the prevailing international order perfectly.* 
The terms of the cold war entered the 
discussion from the outset, with careful and 
elaborate balances being struck at eveiy turn 
to ensure that none of the ananganenls 
smacked of any alteration in the global status 
quo. To take just one example, ‘Red’ Chini 
which was not a member of the UN at the 
time could not be invited to the conference 
in spite of having a sizeable nuclear physics 
community. 

All arrangmentt had to be approved and 
made with geqwlitical considenitons in 
mind, so the US, Canadian, and British 
delegatians took steps wdibeibre the meeting 
to haminer out a joint front, especially on 
symbolic issues. Even before (he offictai 
announcement of UN sponMirship ttf the 
conference, isidor Rabi, a Columbia 
UniveRity physicittand Nobd laineme who 
would repreaent the US on the SAC. viaiied 
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various British, Canadian, and French 
scientists. Their wide-ranging discussions 
tried to decide not only which international 
agency should sponsor the conference and 
where and when it should be held, but also 
which countries should be included on the 
advisory coiranittee.’' Not all issues could 
be decided in advance, so eventually a small 
group of US, British, French and Canadian 
diplomats meeting at the UN finalised the 
organisational details of the confereiKe. It 
was finally agreed to hold the conference in 
Geneva, rather than Rome, Brussels, 
Cambridge, New York, or Montreal, as it 
was the place least likely to cause objections 
by other (read Soviet bloc) countries. 

An issue of considerable importance was 
the choice of conference presi^nt. The US 
initially wanted a Swiss national to be the 
president, but it was eventually agreed that 
it would be in the best spirit of the conference 
- or rather that since all the other delegates 
were unacce{nable to someone else - that the 
president embody acknowledged scientific 
standing without overt political bias. The 
least politically objectionable possibility 
turned out to be the Indian delegate to the 
advisory committee. Homi Bhabha. 

This was of course not the interpretation 
that was prevalent in India where news of 
Bhabha's appointment was greeted with an 
outpouring of nationalist pride. Whatever 
doubts there had been about the quality of 
the Indian AEC, this announcement helped 
put them to rest. In India, it was understood 
that Indian scientists, or at ieast some of 
them, were in the first rank internationally, 
as proven by the choice of Bhabha to be the 
nominal leader of this prestigious 
international conference. 

Even if an Indian had been appointed 
president of the conference, the Indian 
delegation as a whole had only seven papers 
to present to their international colleagues. 
It was clear to the international community 
of scientists in attendance that the Indian 
atomic energy programme had not progressed 
very far. 

The anxiety this realisation provoked was. 
ironically, exacerbated by the memorable 
presidential address given by Homi Bhabha 
on the first day of the conference. Fully 
aware of the historic nature of the event and 
brimming with the confidence of his renewed 
inicmationa) visibility, Bhabha gavea speech 
that was memorable for its lofty tone as well 
as for its visionary content. Apart from the 
unremitting optimism about the future 
reperttedly expressed, Bhabha's locution also 
bespoke a voice that sounded a very different 
location. 

While it was not the first time that anyone 
had spoken ‘for’ the entire world - after all, 
that orientation was implicit in every 
statement made by the leadm of the Soviet 
Union and the US in their endless cold war 


diatribes - his was a voice that evoked the 
universal in a distinctly new way. By adt^ng 
a politically non-paro^ial voice, a voice that 
was relatively unheard in the deeply riivided 
international society of the lime, Bhabha was 
able to make the political divisions that 
structured the prevailing international order 
appear petty and shallow. 'This move was 
vital to disturb the prevailing association of 
atomiccnergy with violenceandinlemational 
conflict and to overcome the implicit 
oxymoron of a conference on ‘peaceful uses* 
of atomic energy. 

By explicitly adopting as well (he persona 
uf the icteal. apolitical scientist. Bhabha was 
able to situate himself as an observer not 
invested in the passions of this world yet 
aligned within a western tradition the 
audience could not but identify with. This 
Archimidean stance allowed him. on the one 
hand, toclaim that his discourse was beyond 
bloc interests, dnven only by the logic of 
an endle.ssly progressing knowledge: the 
voice of the laboratory scientist who was 
only reporting what was. On the other hand, 
by employinga meta-historical orgumenl, he 
was also able to represent all humanity within 
a single trajectory of progress that exposed 
the historicity of the present moment, and 
thus again made political boundaries 
meaningless. Bhabha's speech rejected and 
thus made it possible to think beyond the 
divisions that had structured the conference 
itself; in so doing he aiticulated a claim that 
was both familar but different, the voice of 
a scientist trained in the practices of the west, 
but also the voice of a world historian not 
beholden to western events. It was a 
postcolonial voice and powerful in the 
difference it made audible. 

Bhabha began his speech by noting that 
human history could be divided into three 
broad epochs: the river valley civilisations 
of the Middle East and south Asia, the 
industrial revolution of the 17th and 18th 
centuries, and the present atomic age. These 
epochs were distinguished by the character 
oftheirenergysources-asuggestion similar 
to the Marxian division of human history. 
In the earliest civilisations, Bhabha aigucd, 
all productive work was based on (he use 
of the crudest form of energy, namely, muscle 
power, whether human or animal. Clearly 
not much could be done in these systems: 
“it is important to note the severe limitations 
that this restricted supply of energy puts on 
the development of civilisation," he noted, 
and therefore it was not surprising ttu^‘‘high 
levels of comfort and culture could only be 
enjoyed by a small minority of the 
population.”** 

The next stage of human development 
occurred, according to Bhabha, in the 17th 
and 18th centuries when as a result of 
‘scientiric and technological developments’, 
life was transformed by ‘the incre^ng use 


of chemical energy, namely, the use of fossil 
fuels like oil and coal'. No mention was 
made of where theie developments had 
occurred, but this result was to lead to the 
“industrialised pattern of society and 
civilisation.”” Bhabha's elision of location 
in his discussion of this stage effectively 
denied the west the authority typically 
attributed to it of ushering in the modm era 
Bhabha's sileiKC here slamls in conlrar.t with 
his specific attribution of the first stage of 
human history to the civilisaiions of Egypt. 
Mesopotamia, and ItK’ia, atvl prefigured the 
discussion of the next r age whiwh adopted 
an explicitly global position, beyond national 
or regional location. Bhabha refused to 
attribute the 'creation' of modern science 
and technology to a specific (dace. He did 
not want to allow for (he possibility of seeing 
these practices as anything but universal 
phenomena that could have emerged from 
anywhere. As a result, his speech consciously 
denied western authority as the source of 
modern science and technology. 

This next stage of human history was the 
present one: "the acquisition by Man (sic) 
of the knowledge of how to release and use 
atomic energy must be recognised as the 
third great epoch of human history."** But 
this third stage, which was just coming about, 
stood in uneasy relation to its predecessor. 
Unlike the transition from the first to the 
second stage, where the latter seemed to 
displace the former seamlessly, the second 
stage had not gone away. Oil, coal, gas. and 
hydropower, the primary sources of energy 
in the second stage, were still in use at the 
time when atomic energy appeared. 

Why was it then historically necessary to 
move to the third stage? In order to explain 
this, Bhabha shifted from a discussion of the 
iiKviiability of techirological progress to a 
different mode of argument - a mode made 
familiar some decades later by demographers 
and the reports of the Club of Rome. He 
pointed out that aschemicol sources of energy 
came into widespread use the rate of use of 
these resources would go up enormously. He 
compared statistics of total energy use in (he 
world (‘since Christ’ and since 1850) to 
make the point that as levels of economic 
development grew, the use of energy rose 
in parallel fashion. Inother words, the degree 
of human ‘civilisation’ achieved and the use 
of energy were directly and causally linked. 

But at the same time as this happened, he 
went on to say. the rate of population growth 
expanded enonnously as well. From I AD 
wfien there were a few hundred million people 
on the earth, ISOO million people were alive 
by 1900, and “experts variously placeld]" 
the world’s population at cemuiy's end at 
between 3,5()0and5,000niillion.Tomaintain 
these new individuals at the standard of 
living implied by industrial society would 
take even a greater proportion of energy than 
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hat been uied thus far. And ttiit was the 
problem. The energy sources that 
contemporary industrial civilisation 
depended on were finite. “It is estimated that 
the known reserves of a number of metals 
used in industry will not last more than a 
few decades at their present rate of 
consumption.”" 

This was the neo-Malthusian dilemma 
presented by Bhabha; “the absolute necessity 
of finding some new source of energy, if the 
light of our ci vilisatiim is not be extinguished, 
because wehave burnt outourfuel reserves." 
Faced with this grim scenario, however, there 
was no need to despair. “It is in this context 
thatweuim to atomic energy for a solution."" 
According to this vision, the third stage of 
human history was not going to occur 
naturally but was presented as a solution to 
an internal conUadiction that had no other 
resolution. The stakes, as Bhabha pointed 
out, were enormous-‘the light of civilisatitxi’ 
was in danger of being extinguished if 
something was not done. 

This was a message addressed to political 
leaders by an objective’ scientist. In the 
sanK breath as he explained the energy 
problem as an immanent contradiction. 
Bhabha pointed out that, “it Is in this context 
that we turn to atomic energy fora solution". 
After his explanation of the issue and the 
‘scientific’ presentation of the problem, 
political lea^rs would to be left with no 
choice but to agree with Bhabha’s solution. 
’The third stage of development would not 
come about ’naturally,’ as in the movement 
between stages one and two, but rather 
because there was no other available choice 
for rational man. Bhabha’s speech did not 
avoid the association of atomic power with 
war completely but made it clear that for the 
third stage to emerge, international society 
would have to he constituted such that “the 
major states have agreed to maintain peace”. 
This is because after the advent of an 
international nuclear power industry, fissile 
materials would be in the hands of so many 
nations. In order to prevent these materials 
from becoming a destabilising factor, world 
peace had to be ensured before the fact." 

’There is a final statement embedded in the 
speech which prefigures a new order and is 
addressed to the world community of 
scientists. Bhabha pointed out that atomic 
enetgy had been made available to the people 
of the world through the efforts of “scientists 
of many nations working in full and free 
collaboraiion." The collaboration of a select 
class of people who stood above history and 
politics had been gravely hindered by the 
second world war. The appeal to politicians 
to turn to atomic energy was also a call to 
let the scientists free. In this writing of history 
which explicitly draws on but rejects the 
logic of Marxism, Bhabha creates a new 
revolutionary subject, one that is not 


restrained by national boundaries or material 
relations of production. He addressed the 
sdentists dir^y to remind them of their 
historic role: "Tho$c who have the good 
fortune to participate in this conference are 
privileged to be in the vanguard of the match 
of history.”* 

But for the Indian ABC and its small 
coterie of atomic scientitts, this presentatim 
of the problem facing them was not 
comforting. By locating their national 
enterprisein world time and space. Bhabha’s 
speech worked to produce even a more 
daunting enterprise than they had hitherto 
imagined. Alre^ they felt themselves to be 
inadequate to the task before them, now they 
were being told that the ‘light of civilisation’ 
depended on them! And there was no time 
to waste. The pressure of population that was 
identified as the greatest constraint on the 
long-term development of human progress 
was nowhere more an issue than in India. 
The sense of urgency provoked by Bhabha’s 
speech denied the atomic scientists the 
comfort of locating their enterprise safely 
within their domesdc enclave. They were 
being told that, whether they liked it or 
not. they were part of a world-historical 
process. Through Bhabha’s speech. 
Science - imagined as the agency of Man 
- was being located in direct confrontation 
with History - imagined as the agency of 
Nature - and Science had no choice but to 
win. ‘The sense of anxiety and urgency 
produced by this historic confrontation was 
the greatest yet the Indian atomic scientists 
had to bear. 

Imtoktance of Urgency 

In the late l9S0s, the Indian ABC had 
requested the Planning Commission that a 
capacity of 1,000megawatts (MW) of atomic 
energy be installed during the ’Third Five- 
Year Plan (1960/61-1 %S/66). While the 
ABC did not expect to be able to produce 
anywhere near as much as 1.000 MW during 
this period, getting this proposition accepted 
by thePlanmng Commission was tantamount 
to an agieement that atomic power was a 
permanent response to Indian energy needs. 
’The atomic scientists were well aware that 
atomic power stations take a long time to 
set up, often a decade or more, and get 
tunning. They seemed to be arguing that if 
they wailed for domestic capabilities to reach 
the point when apurely Indian power reactor 
was possible (the original ‘self-reliance’ 
solution), at least ten years would have passed 
and the lustre of atomic power faded 
considerably. 'The ABC had to act at once 
to get Planning Commission approval to set 
up plants which, once begun, would have 
to be completed; institutional logic argued 
that once large capital in vestments wer e ma de, 
atomic energy would becomea self-fulfilling 
reality. 


Given the state of experience in the ABC, 
setting up a nuclear reactor meant getting it 
from abt^.’There were two optiotu readily 
apparent. The first kind of reactor, designed 
by the Canadians, was a heavy water 
nnoderated natural uranium fuelled reactor. 
’This reactor had the advantage of being 
similar to the situdler NRX reactor, CIRUS, 
betngbuiltatTrombay.’The Canadian reactor 
used natural uranium fuel which India could 
now produce domestically. By ag r eeme n t 
and over time, the Indian ABC would be able 
to acquire considerable amounts of know¬ 
how regatdi ng engineering, construction, and 
maintainence of these reactors, which would 
lead to thedevelopmem of a fomily of similar, 
indigenously built reactors.’The other option 
was a US built, enriched uranium fuelied 
reactor moderated by light water. Light water 
reactors were reput^ to be cheaper to run, 
though stan-up costs were higher, and were 
slightly more efficient than heavy water 
reactors. But this reactor could only run on 
enriched uranium which had to be imported 
from (he I'S it would be built as a turnkey 
project, with Indian engineers aitd technicians 
only in supporting roles. There was little 
room for learning, and less for using this 
platform asthe base foraself-reliant irahisuy. 

The Indian ABC ended up comracting for 
both designs, and over time, the Canadian 
design became the standard for India’s nuclear 
power industry. If a long-term strategy was 
in place and being followed, ordering both 
kii^s of reactors made little sense. The 
Canadian reactor was far better suited to 
India’s needs and resource profile, unlike the 
US design, yet both were ordered. The ABC 
was hedging, covering their bets by ordering 
two different kinds of reactors, regardless td 
the long-term implicabans. What then were 
the short-term concerns? 

As it turned out the PlanningCommissioa, 
in consultation with the Central Water and 
Power Commission, rejected the scale of the 
ABC proposal; the plumed contribution of 
atomic energy to naiio^ electrical capacity 
was reduced to 67S MW. To reach even this 
amount of installed capacity implied buikhng 
at least four reactors over a five-year period. 
The ABC in I960, it should be r emembered, 
had not yet contributed anything to the 
country ’ s electrical supply and there was still 
no dornestic experience in operatinga power 
reactor. The only means by which this 
grandiose plan would come anywhere near 
completion would be through massive aid 
and expertise from abroad. But, in order to 
nunimise domestic opposition to these pians, 
this specialised foreign assistance could not 
been seen to ’crowd out’ funds already 
promised India for its overall devekipmeat. 
In order to prevent a Planniitg rnimniiaina 
veto of their plant on the basis ctf tbe high 
opportunity cost of atomic power statioat. 
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foreign assistance for atomic energy had to 
be given to India over and above the aid 
already promised in multilateral donor 
me^ngs - no small feat in an already aid- 
tatigued world. 

Thus we find Bhabha repeatedly expressing 
two concerns at meetings with the US 
agencies while discussing the purchase of an 
enriched uranium reactor. These concerns 
had nothing to do with atomic energy or 
science but were related to India's 
development programme. Bhabha's first 
concern, expressed in meetings with the US 
AEC in 1959, was that he be able to return 
to India with a statement indicating “a 
favourable expression of interest” from the 
US for building atomic power plants in India. 
The intended recipient of such a statement 
was the Planning Commission which was 
then in the process of finalising the country’s 
Hiird Five-Year Plan. His other concern was 
that the funding for these reactors be drawn 
from new sources, in order not to reduce 
financial assistance already promised to India 
as development aid. 

But even as these two-track negotiations 
were underway, a ciucial development must 
be considered. In 1962, the government 
introduced a new bill for atomic eneigy into 
parliament, a bill replacing the original Act 
of 1948. Existing tendencies toward, on the 
one hand, the centralisation of power within 
the AEC, and, on the other, drawing the 
regime closer to the AEC. characterisdc of 
the 1958 constitution, continued. The new 
act expanded the powers ot the state over 
atomic energy matters to an unprecedented 
extent, including overriding the provisions 
of any other law in the couittry that might 
irtferfeie with atomic energy (clause 28); it 
expanded the scope of the state's potential 
appropriation of land, materials, and 
invmtions relating to atomic energy; finally, 
the act defined the state as the sole arbitrator 
of the definition of offences under the bill 
while criminalising those offences for the 
fint time. 

The draconian character of this act seems 
diflicult to understand. Just at the moment 
when the ttomic energy complex was about 
to pass from its initial stage of growth and 
become fully integrated with the national 
development project, the AEC sought to 
shield itself further from civil and political 
society through a series of rulings and 
legislation. The character of these laws 
seemed mote suited to an organisation thtU 
tad motives more sinister than merely 
providing electricily for devek^moit. 

Was the Indian atomic energy' ^ort so 
sehind its planned schedule that such drastic 
measures had to be called for? In hindsight, 
it is possible to say that it was not. Much 
of the atomic energy complex was already 
in place or was being built. The atomic 
ide n riits had fabricated an (even if latgdy 


foreign designed and fuel ledlatmnic research 
reactor - “the first in Asia”; considerable 
quanities of uranium had been discovered 
and a uranium mill and metal plaiu built; 
separate plutonium and fuel element 
processing plants were being set up; the 
project to construct the CIRUS 40 MW 
research reactor was well urxlerway, and the 
reactor would go critical in 1960; a steady 
stream of trainee-scientists were graduating 
from the AEE’s Trombay school; not <mly 
was a Scientific Policy Resolution prodairoed 
in parliament in I9S8, it was to Bhabha that 
Nehru turned to help write it. There is little 
reason to believe that the status of the atomic 
scientists was anything but high. It is difficult 
to conjure up reasonable domestic social and 
political pressures to explain the imposition 
of these legal shutters. Something else was 
at stake here. 

Conclusion 

1 have shown that the AEC attd its state 
managers engaged in a series of political 
struggles with various social formations 
through the 1950s and early 1960s. Seeking 
first to dominate the scientific field, then to 
insulate themselves from political conflict, 
the AEC shuttled between the building of 
nuclear rsactorsfor contracting tobuild them) 
and ensuring the legal means to block public 
discussion oftheiractivities-a dynamic that 
is captured by the dialectic of secrecy and 
urgency. Their overall practices, I have 
argued, cannot be seen simply in eco¬ 
nomic terms. The AEC’s work was the 
‘performance’ of the postcolonial, hence, a 
loss of faith in atomic eneigy would lead to 
a deepening of the immanent legitimation 
crisis of the postcolonial state. 

A paradox 1 have tried to point to is that 
even though public perception of the AEC 
was generally positive, and their bases of 
political support quite firm, at their moment 
of greatest strength, ever increasing degrees 
of political insulation - secrecy - came to 
shield the AEC from public scrutiny. Why? 
The simple answer to this problem points 
to a deep ambivalence about the ability of 
atomic energy to deliver the ideological 
goods, let alone the strictly technico- 
economic. But to say this is to locate the 
answer outside the system I have been 
discussing, without reference to the terms 
of engagement of the AEC and science, 
without reference to the social relations of 
scientists and scientific practice. A male 
complete answer may be found when we 
examine the parallel economies of science 
and technology. 

The AEC's efforts in its early years had 
primariy been to institutionalise scientific 
practices. The criteria governing these 
practices were located in the reception of this 
work in the transnational scientific 
comiramity. The medium of this work was 


social: publishing scientific papers, making 
l»eaentations at international conference, 
corresponding with colleagues at home and 
abroad, sharing students and data. While this 
community's terms of reference had been 
developed overtime through thedepioytnent 
oftacit power and enforced social consensus, 
it was comfoitingly circumscribed and dosed. 

With the need to build nuclear reactors for 
electricity production, however, the aBC 
found itself in a different economy of 
pnxluctioa The AEC’s haru-won ability to 
liroduce effective <,ientirir results was 
irrelevant when its pri .cipai objective was 
produdng cheap electrical eneigy for national 
development Under these conditions the 
atomic scientists' carefully insulated 
environment would beopened up, their mode 
of operation examined, and their audiences 
replaced. Most important, the criteria 
governing success would, first, be difierent 
and. second, no longer under their control. 

The scale of what the scientists now had 
to accomplish had increased enormously. A 
power reactor would be many times larger 
than any atomic reactor they had woriced 
with so far. It would be ho^ed up to an 
electrical grid which was permanently 
connected to hundreds of thousands of 
households and industries. The reactor's 
performance ratios had to be extremely high 
in order to service consumers adequately: 
mistakes or breakdowns in the supply of 
electricity would be immediately evident. If 
there were repeated failures, thepublic would 
soon realise that atomic energy was not the 
great panacea it had been given to understand. 
The criteria governing the activities of the 
atomic engineers was now something called 
'efficiency ’, and evaluations of performance 
were made on the relative cost per atomic 
energy unit produced versus other sources 
of eneigy like coal, oil, or hydropower. It 
is this last development that most vividly 
illustrates the enormity of the changes being 
introduced. 

The atomic scientists were being ejected 
from a milieu where what they did was 
unique. There were no other laboratories 
competing with them, there were no other 
scientists disagreeing with their 
interpretations, nobody else doing what they 
did, as long as they worked in an environment 
protected by the strictures of the Indian 
Atomic Energy Act. They existed in a world 
where mechanical reproduction did not yet 
exist, where it was still possible to tell the 
difference between an and industry. But 
once they had left their protected enclave and 
begun to produce electricity for public 
consumption, the atomic scientisu had to 
cede control of their private practices to 
other agents. 

The suooeu of the Indian atomic engineen 
now depended on events and non-evems 
they had limited influence over. The first was 
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the design and working conditions of a 
nuclear reactor conceptualised elsewhere 
under very different conditions: they had to 
hope that a foreign reactor would work 
perfwtly and produce cheap electricity as 
promised. Sec^, the atomic engineers had 
to hope that the price of electricity did not 
drop further, that new reserves of coal would 
not be discovered, or that improved 
transmission techniques that reduced the loss 
of power over long distances were not 
invented. This would be a very different 
battle. 

At the moment when atomic energy would 
shiftfrombeingademonstfationof modernity 
to becoming integrated with and constituting 
the Indian modernist project, the viability of 
the project as originally designed breaks 
down for structural reasons. The initial 
conditions of secrecy that had allowed the 
atomic energy project, epitome of national 
sel f-rel iance, to adopt a strategy that dq>ended 
on international biuter and goodwill were 
now, at this later date, inadequate to meet 
the conditions of domestic public visibility. 
At Che moment when Che atomic energy 
estaUiihment was supposed to unveil its 
modern artefacts for public consumption, 
when the peaceful eii^ of the programme 
would come into their own, it was realised 
that the indigeneity of the project would be 
challenged, the authenticity of its origins 
brought into question. 

This functional reason, i e, redefining 
atomic energy in order to save the 
postcolonial state, is framed slightly 
differently when seen from the point of view 
of the AEC. For the scientists, redefining 
the atomic energy project meant retaining 
their identity as scientists, rather than 
technologists, giving them a new lease on 
life while they grappled with anew scientific 
problem. But how would they do this?Their 
response was to situate atomic energy within 
another realmof state activity.equallycentral 
to the slate’s ideological mission, equally 
justified in terms of 'what states do' - 
namely, national security. They decided to 
build bombs. This option, it should be 
mentioned, was only available because of 
the peculiar condition of atomic energy: at 
one and the same time a potenii ally peaceful 
technique as well as being a deliberate means 
of mass destruction. 

The conditions of secrecy that hadcloaked 
'peaceful' atomlcenergyh^alwayi implied 
a latent connection with the war-like form 
of atomic energy. But now, secrecy 
transformed itself from being an enabling 
condition to becoming overdetermined. 
This was possible because of tbedual nature 
of atomic eneigy, «i the one hand, and 
became of the easy fit (rf this new practice 
widdn the itrociure of the modem state 
fBnn,ontheotherhand.Tbenewrettrictiotis 
regulating atomic energy, the I9S8 


constitution and the 1962 Atomic Energy 
Act, have to be read as a means of delaying 
wider social recognition of the fragility and 
inautbenticily of this enterprise. But that is 
not all. The enormous material and symbolic 
inveslment the state had made in atomic 
energy had to be considered. Deferring the 
recognition of this new position was not 
enough, atomic energy had now to be 
resuscitated in another form in order to keep 
the state's larger project of modernity alive. 
For the atomic energy agency and the state, 
the destructive ends of atomic energy had 
always been available as an option, stated 
explicitly by Nehru as early as 1946.'* 
However, it is in the conjuncture of state 
and science, and the internal structure of the 
modern state form - the immanence of 
national security - that allows this shift to 
come about and produce a new, equally 
postcolonial, atomic energy enterprise 
dedicated to making bombs. 
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Telling Stories of Partition and War 

Saadat Hasan Manto and Istvan Orkeny 

Mwgit Kovcs 

This ankle looks at the short stories of Saadat Hasan Manto in Urdu about the Partition and of Orkeny, a 
Hungarian Jewish writer about the Holocaust andfinds that by adopting a critical distance both Manto and Orkeny 
were able to evolve narrative strategies which invited the readers' response and stimulated agency. By countering 
moralising and sentimentality in their narrative strategies they enabled the reader to deal with and go beyond 
the paralysing effects of such traumatic experiences. 


‘'Stop making a fool of yourself, said Aurora. 
"Everybody here is shocked by the Hindu- 
Muslim killings. You have no monopoly on 
that pain..." 

- The Moor’s Last Sigh 

THE decade of the 1940s was the era of 
two major historical catastrophes, the 
second world war with the Holocaust in 
Europe and the Partition in India. The 
experience shaped the consciousness of 
several generations both in Europe (in 
Hungary) and in India. The transformation 
of the historical experience into works of 
literature is reflected in contemporary 
literature written in Hindi, Urdu, Punjabi, 
Bengali' and Hungarian.' Many of the 
writings of the Indian, Saadat Hasan Manto 
and the Hungarian, Istvan Orkeny (1912- 
1979) were rooted in the event of the Partition 
and the world war. 

The similarity between some of their 
writings, concretely between Orkeny's 
One minute stories and Manto’s Siyah 
Hashye stories, is striking. The closeness 
between their stories provoked the query, 
as to how narrative energy deals with an 
extreme situation, like the catastrophe of 
the Holocaust and the Partition. These 
events were not only benumbing 
experiences but they also laid bare moral, 
political and intellectual contradictions, 
evident only in a crisis.' 

The narrative strategics employed in 
mediating these traumatic events are 
connected with the changing possibilities of 
representation. The time and historical 
context of writing, the established forms of 
reception informed Manto's and Orkeny’s 
work differently. But their stories are rooted 
in a similar satirical, ironical sensibility and 
compelled by the awareness of the need for 
objectivity.* 

There are analogies between Manto and 
Orkeny in a wider perspecti ve. They defined 
their identity as Indian and Hungarian, had 
to come to teniu with their Muslim and 
Jewish identity, as members of minority 
communities, as defined by the majority 
community and law, and this also meant 
physical threat to their survival. Both were 
forced by the position of their maiginality 


towards left revolutionary ideology but 
maintained a varying distance from leftist 
movements. Their lives were paradigmatic 
in thecontext of communalisationof politics 
in the particular historical situation in 
Hungary and Indiaandtheirlives represented 
possible responses to the challenges of 
political cottfrontalian. 

My attempt is to underline the analogous 
elements in Manto’s and Orkeny’s work and 
suggest a similar investiption of Orkeny's 
and Manto's narrative art. specially the One 
minute stories and the Siyah Hashye stories. 
The works included in these volumes 
represent a new genre in Hungarian and 
Urdu prose relying on a new participation 
by the reader. Manto's move away from 
traditional realism meant an investigation of 
various narrative strategies, an exploration 
of other forms of reflection. After tiw novels 
and plays in the late 1940s and 19S0sOrkeny 
also moved away from traditional norms of 
realism in the 1960s and experimented with 
a new form of short prose lying between 
drama and poetry. In the case of both writers 
criticism found it difficult to define the genre 
of work they wrote in. Drama and film, the 
medium the two writers additionally worked 
in, moulded this new form. Orkeny's One 
minute stories found wide response in 
Hungary and initiated a new short from 
takenonbyotherwritersintbe 1970s. While 
many of Orkeny’s pieces became part of 
urban folklore Manto,’$ stories in the Siyah 
Hashye volume were criticised as a move 
away from realism* and the uncon ventkmality 
of the form left his editors wondering about 
the definition and the adequate form of 
publishing.* 

Since I do not know Urdu I worked on 
the basis of English translations and I 
used Hindi translations wherever it was 
possible. I could also not follow an important 
phenomenon, the effect of Punjabi-Uidu 
bilingualism on Manto’s language These 
aspects would also need further investigatioa 
Orkeny’s language is standard, urban, 
literary Hungarian, he uses simple syntax. 
For obvious reasons, I give Orkeny’s 
background in much greater detail, than 
Manto’s. 


I 

Istvan Orkeny was born before the first 
world war in a middle class, professional 
family in the same year as Manto. He studied 
in a school of the Piarists, aCatholic teaching 
order. His father was a pharmacist and Orkeny 
decided to follow his profession. Orkeny's 
first major publication entitled hevrAution 
publish^ in 1937 tells about the escape of 
lunatics from an asylum, a vision of fascist 
takeover. A catastrophic turn of history 
associated with the lunatic asylum brings 
Manto’s Toba Tek Singh to mind. 

Orkeny came from an assimilated Jewish 
family. Assimilation was part of the liberal 
project of emancipation and modernisation 
in Hungary since the 19th century.* It included 
a wide range of controve.sial phenomena 
such as the creation of the neologue Jewish 
Church and also large-scale conversion of 
Jews, changing Jewish namesimo Hungarian 
ones, purchase of aristocratic titles, greater 
participation in public life and the struggle 
fora uniform civil code, the legal possibility 
of intermamage between Jews and Christians. 
A specific featurcof Hungarian development 
was that Jewish assimilatkm was not followed 
by the erasure of distance between Jews and 
other groups in Hungary. The anti-Jew laws 
(1938. 1939 and 1941) which accepted the 
N uremberg definition of the Jew, compieiely 
removed Jews from public life and controlled 
theiremployinent. lliit hitOikeny like many 
who were earlier considered part of the wide 
spectrum of the Hungarian intellectual scene 
from Christian Catholic to Comimiiust.* In 
his Letters in One Mimtte Orkeny writes 
about his sense of isolation* and sh^ over 
the treatment meted out to him at the barrack 
at Nagykaia where he was called up for 
military labour."Manto’sexperiences in the 
Bombay Talkies attheumeof the communal 
riots in 1947. his response to the hate mai) 
received by his superiors Wacha and Ashok 
Kumar at the rime, and to Sbyam's dedaratioQ 
that while he was listening to the accoiint 
of a Sikh refugee be could have killed hhn 
are comparable in the sheer imenslly of 
feeling suddenly cast out of socicqr ibr no 
personal mistake of his." 
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Hungary participated in the second world 
war on the side of Germany which first 
meant that former Hungarian territories were 
given back (by the Vienna Awards 1938, 
1940) and the secession was followed by the 
despetateefTott of the ill-equipped Hungarian 
army to fight the losing bMie on the Russian 
front, in 1943 alone near Voronezh, at the 
bend of the Don river 40,000 Hungarian 
soldiers died and 70,000 were wounded, a 
tragedy which affected almost every family 
in Hungary. The restrictions of military 
service imposed even harder conditions on 
those who were of Jewish origin. For them 
like for Orkeny it actually meant forced 
labour without arms, digging trenches or 
assisting in the maintenance of the main 
supply routes. This is often the visual 
background of Orkeny' s One Minute Stories. 
His play Vorontzh'^ carries the name of 
the place, where Orkeny spent half a year 
till the Second Hungarian Army was wiped 
out. 

Orkeny became a prisoner of war and 
spent four years in camps, where he gave 
lectures about Hungarian history and 
literature and made the acquaintance of the 
philosopher Georg Lukacs, the Communist 
Patty theoretician Jozsef Revai and the 
party secretary Matyas Rakosi. He arrived 
back in Budapest in 1946, after the war. 
Throughout his later life Orkeny confirmed 
that the main experience of his life was the 
war, the from and the camps for (he prisoners 
of war. 

His two documentary novels, published in 
People of the Camps" and the play Voronezh 
set out to show those elements of 
consciousness which permitted a generation 
of Hungarians to support the war and the 
transformation of consdoumess as the events 
of the second world war unfolded. 

II 

The myth of national idemiiy is depicted 
in the presentation of the various chanKters 
of the play Voronezh as they face the 
catastro^ of the Hungarian Army in Russia 
The selMmage of Hungarians is expressed 
in Pataki’s words to the Russian Raya 

Hungarians ate kind. They are gentle like 
children. They have a heart, but they are still 
men. They are reckless, but they can start 
crying when they bear music. 

The various characters of the play, army 
officers with an aristocratic background or 
middle class subaltenu like Pataki understand 
their Hungarian identity to a large extern as 
subservience to authority often defined by 
them as loyalty to the nation. This is coupled 
with a romanticised, feudal understanding 
of their responsibility in the given situation 
as unwillingaOiesoftheGermansin Russian 
territory in the first days of 1943 when the 
Red Army carries on its offensive against 


the Germans and Hungarians at Voronezh. 
Pataki, a survivor of the death of the 
Hungarian army takes on to give an accurate 
account of the events. The petformance of 
the play immediately alter the war did not 
generate much interest. It was only later in 
(he 1960s that public interest was ready to 
focus on the war in a changed historical 
context when Orkeny took up the theme of 
the war and Hungarian identity but elaborated 
it differently in absurd dram and in the 
grotesque. 

Manto’s stories about the Partition also 
did not subvert the myth of national 
community based on religion even though 
his short stories undercut various elements 
of that ideology. In 1948 he was accused of 
turning tragedy into sensation in Colder 
than lce(ThandhaGhosht) and in TheRetum 
(Khol-do). Mamo implied that his response 
was connected with an analytical distance 
from the events - an approach linking him 
with Orkeny - which also reflected on his 
narrative style. He defended himself against 
the criticism of the Progressive Writers 
Movement also by saying,”...Icame to accept 
this nightmarish reality without self-pity or 
despair”.'* 

liie historical experiences of tite last 5S 
years stimulated in central-east Europe the 
traditional culture of irony to ideas, 
institutions and to one'sownself-perception. 
This has been part of the tongue-in-cheek 
‘style’ of speaking and the an of survival 
in general. After the I9S6 Uprising when 
Orkeny participated in the programme of the 
newly established ‘Free Radio' his woiks 
were not published. He had to take up a job 
in a pharmaceutical factory in 1958 which 
Orkeny called * “useful br^”. He came to 
undertiand irony as the only valid relationship 
Mb the world and decided to go back to the 
playful, ironical stance of his first short 
stories.'^ 

Satire and irony were part of the Hindi'* 
and Urdu'Hiterary tradition." In the I9(h 
centuiy Akbar Ilahabadt'* responded to the 
modernising trend of Sir Sayyid Khan in 
satirical verse. Writers, like Ftkr Tauswi'* 
and Itme insha* usefiatire in their writings 
on the Partition. Manto's writing from the 
beginning undercut the conventional content 
normally attached to values like honour, 
chastity, freedom, hospitality and passion. 
His shM stories written before the Partition 
reflect a kind of heroic irony u in The New 
Constitution (Naya Kanm) (pp ^-92) or 
ethical irony as in BabuCt^ Natklpp 133- 
47).” The stories in the Siyah Haskie, such 
as ‘Modesty* (Kasr-i nafsi) (p 27), ‘Out of 
Consideration’ (‘Riaayat’) (p 31), 
‘Determination’ (‘Itiaklar)(p^)”arebuilt 
(» the contradiction between the title and 
thecontent of the stoty.This is inconsistence 
withOriceny’sinsouctionstobisOneAffmue 
Stories advising the reader to take the title 


of the story as seriously as (he number of 
the tram to be bostded.” 

The combination of irony with s new 
stnictuieof nairati veaddedanew dimensioa 
toOikeny’sworkinthe 1960i. This structure 
is built on the dialogue, like before but 
employs the form of die parable and is rrften 
susUined by an ethical, aesthetic or 
experiential paradox. It uses descriptions of 
the surroundings only to the extent of bare 
minimum and the starting point is (riten a 
document, a (diotograph CCatsplay*) or a 
letter (‘The Tot Family’). A similar method 
of using a newspaper clipping ends Manto's 
stories ‘Sharabi’ and ‘By the Roadside’ 
(Sarak-ke kenare) (pp 231 -36). He also built 
a story on a fictive letter ‘Ek Khat’” where 
the letter writer-narrator is a woman working 
in an office. This ts an effective narratorial 
method to create immediacy between the 
reader and the expriences of office life as 
related by a young woman. 

Orkeny was an admirer of Franz Kafka 
and followed to a great extent the narrative 
construction of Kafka’s short stories. Though 
some of Franz Kafka’s writings tike 
‘Metamorphosis’ were translated into 
Hungarian as early as the 1920s, in 1957 a 
new collection of Kafka’s short stories was 
published again and in the early 1960s 
Kafka's work exercised great influence in 
Hungary. This influence was particularly 
instrumental inOrkeny's case. The paradox 
of situations, the parable-structure ofKafka’s 
stories.” and the narrative toneof objectivity 
together with the presence of the grotesque 
seem to be the most important links, especially 
in the case of Franz Kafka’s later stories 
which are collected in the volume Der 
Hitngerkunsiler. The imtional element of 
Krtika’s stories was transformed in Orkeny's 
stories by historicising the narrative of an 
absurd situation in a concrete framework of 
reference.” 

Manto's early work was to a great extent 
influenced by Chekhov whose stories he 
translated and published in a volume Rusi 
Afsane. The later years also show the 
irifliienceofMaupassiint. BothMaupassant’s 
and Chekhov's stories haveadrrunatic qual ily 
with many dialogues. Chekhov’s and G^y's 
depiction of character from the wolking class 
and the lower middle class, the range of 
genres used by the two Russian writers, the 
narrator’s role in Chekhov's short stories 
motivated Manto in a similar direction. The 
plot hat many unexpected tunit in Manto’: 
stories slmiMy to Maupassant's.” 

When Orkeny started publishing again ii 
the I960shebtwghtout ‘Catsplay'”(l963 
and *1116 Tot Farrtily’” (1964), which alooi 
with the works of the Polish writer 
Gombrowitz, Mrozek, Rozewicz and tb 
Czech Vaclav Havel developed the eai 
European venion of (he absurd.” Bot 
‘Catqplay’ and The Tot nmiily' were fir 
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rltton M novdt witli ktft MCtioiu in 
thgm tad wen tn a ufonBed later fato 
eye. Ilioagh the tfmde of the ibniid In 
idankalMiiwCiipnMnledindiewaki 
'Beckett, Ademov or lany) an coMidend 
. to be con n ected Widi coacme ipnce or 
ne and v a caaaeqtteooe alao without a 
. to Uitory. Camui, in the 1955 editkei 
die the inMating wotk 

the pWoa^y of Abaoid, loggetted that 
: awaienesa of the abaurdity of exiitence 
u Uitotically coodltioiied by the aecood 
xld war. Both Oriceny and connect 

: abaurdity of exiitence to concrete 
■tofkal fituadooa and build literary fbfim 
nndpandoxeitoexpoietheielative value 
udgDMnu in a hiatoiical context. Paradox 
lergea in Manto’i work in the conflict of 
ility and ilhnion.” 

Tlioughthetitneof’Cattplay’ ia die 1960s 
oea back to the time of the flrat worM 
j-in the form of a photograph interpreted 
the two si Men Giza and Eiiud, according 
their different value systems and 
riological roles in life, OIK living in relative 
xury in West Germany with her 
ainessman son and the other staying in a 
idapestblock of apartments on her pension. 
Knding on the viewer’s point of view 
zsi's life and passions, hn personality, 
n be understood both as tragedy or comedy. 
e absurdity of existence is complemented 
Orkeny with the concrete historical 
ustion. 

V problem of fascism, the 'agency of 
all men', the sudden manifestation of 
man potential was addressed again in a 
w form in TheTot Family'. Orker^ spoke 
out the connection betwm the absu^ty 
existence and ageiKy in the context of the 
»nd world war when he sard. 

t is merely a consequence cf my 
Mychologicai construction and nervous 
lystem ihai from the absurd phenomena of 
ife I did not conclude that life is absurd, 
Mpdess and unbearable. I have been in a 
number of absurd, hopeleas and unbearable 
ritualions and perhaps because I do not 
■pproach this question from the point of 
view of the Ihe^ 1 always find a tiny ray 
f hope whicb makes life worth living... I 
xlieve in man's agency, and the life-saving 
:liaracler of action... 

n similar crisis during the Putition when 
moral totality in society is fractured the' 
nice between good and bad plays an 
treme role.’’ Manto's short stories 
roduce protagonists who suddenly see 
ircrimea in adifretent moral-ethical order 
1 reach the point of awareneu that a 
udoua choice should have been made, 
into dedicalea Sryah Hashye to the man, 
« murdered Intt finally after killing an 
woman felt that he killed suggesting 
lew awareness in the ethical order of 
murderer. 


The protogottiaiof TheTot Family’ Lqjos 
Tot is ready to go atoag witfa aU the wUint 
of the Mi^ of his soo’s unit, because he 
like the rest of Us fiunUy waau to Hve Ms 
son’s life. But when the deddes to 
extend Ms stay Tot chops Mm into four 
pieces. Oikeny in Ms'LeOertothe ^Hctafer' 
describes Tot as an absmd hero ready to go 
along wMi the faumiliatiaos tfll he tebds and 
kills the Mr^.HKgenentian which fbogfai 
the war went along to the very end under 
the inner commaod to obey, even if it wu 
known that it will lead to their osvn 
destruction. Tot, unlike them, regains Ms 
sutonomy when be Mils the Mi^. 

m 

The One tUnnle Sioriee encapsulate in a 
nuMalure form what the novds and plays 
had established. In the second half of iIk 
1960s the relevant fetm to deal with the 
events ofemtBwopeanhistoty and t h e seco n d 
world war was the grotesque wMch could 
transform the narrative of the second worid 
war from thelevdrrfparticulantytothe level 
of generality. It brought in literature a new 
voice, the language of jdke, parody and 
black Mimour. 

It was part of the cultural revival wMch 
took place in eastern Europe in the 1960s, 
the renaissanoe of Marxism in the Lukacs 
School in Hungary, Yugoslavia. Poland and 
Czechoslovakia. The renewal of Marxist 
theory was expected from the coonection 
betwm theory and praxis, the roleofbdKur, 
and this bad a wide-ranging effect on 
economic refionns. new interpretations of 
democracy, the analysis of modern history 
and the tdadoiiaMp to institniioiu. 

In the 1960s visuid am including film, art 
exhiMdoaa and tde vision became impoctaiA. 
This was the great age of east European film. 
Polish and Itoviet film turiKd to Mstory in 
the context of nadon (like in Anrbzey Wi^’s 
‘Ashes and Diamood’)oritadiiioa Slid aihuie 
(Tarkovsky's 'AiKheyRubljov'). Sstireand 
grotesque were sn important elemem of the 
new Czech film before 1968 (in Forman's, 
Menzd’s andChytilova's films). From 1964 
tol971 the Hungarian MiklosJancio's films 
took up the problem of histny and the 
misses.” Avant-garde in art and theatre in 
Hungary in the 1960s introduced collage, 
abstract noit-figurative art and moMIe art 
non-professional experimental theatre, 
organised happenings all demanding the 
viewer’spsfticipition. LaszloRefaer provided 
the illustration of Orkeny’s One Uinue 
&ori«rwhoiedewblackndwMte drawings, 
siQgleoutUiKflguiet and spttial arrangement 
added a neo-primitive effect to the stories. 

Thesimplidty of narration comMned with 
the pMlosopMcal conteitt and the element of 
fentaitic (or surreal) creates that specific 
aesthetic quality’’wMch set apart the getue 
of Oikeny’s One Muuae Stories fiom the 
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a necdot e , the joke, the tale sod pboee it 
doaest to the pan^ M the Bible in spile 
of the feet that it has takan over various 
elements from all. The French title of 
Oriceny's 'grotesque' is mtia-rnyths idtmi- 
fying the surreal, fantastic dement with the 
creation of myth. The flioction of the 
'grotesque' is ite inversioo of the myth of 
identity or social form yet it can be peredved 
as si ahropocentric myth. The denaair of 
fantastic or surreal that creates the grotesque 
sett apart Oikeny’s short ttories deqiite the 
appar^ similarities from Manto’s Stytit 
HaAye stories. 'The nar ra tives of both are 
presreited in clear, transparent everyday 
language, the absawe of the author, the 
absurdity of coexistence of comic and tragic 
dements. The final punch of tfaeSfyokMai^ 
isprovidedbyaliiiguisticelement,adiacios- 
ure of the inilh or a sudden event in contrast 
to the fantastic turn in Orkeny’s work. 

Both Manta and Oikeny want to go bey and 
the established literary tradition to prowdee 
the reader to conteinplate reality. Their 
narrative strategies work rather 00 signaliiig 
situatioiu, recognising action, than on 
derailed description of the sumaindings. TMs 
is why the title and recognising the paradox 
of the title and the content of the story is 
important i n the case of both the One Mmuk 
Stoner and the Siyak Htukye stories. There 
is an obvious analogy with Bertolt Breeht’s 
epic theatre building on the reception of the 
audience, on the process of latiooaily 
reflecting on the action during the 
petfonnance and taking a posttioo idatodto 
both the contem of the piay and the process 
of ciqHlalist production in reality.” 

Twenty years after the world war rad 
transformation taking place in Hungary 
Orkeny could rely on a more receptive 
audienra thra Maiuo immediattly after the 
Partition. By the 1960t a new readiiig public, 
a more receptive audience grew up in 
Hungvy with a greaier opermeu to irony. 
This was reinforced by so ironical 
lelationsMp to institutions, a political culture 
of irony, everyday forms of urban culture, 
jokes, anecdote and Mack humour shared by 
many and alio Importarn in channetiiing 
tensions about the practice of ‘soft 
dictMonhip'.” 

As Orkeny said in an interview Ms One 
Afiimie Aoiy is like a mathematical equation 
to be solved by the reader with miaimum 
information provided by the narrator. He 
uses "drastic methods" to achieve "an 
explosion in the brain of the reader". The 
faiitaitic element it compleBBented by a 
common place situation wMch is part of the 
beginning of the stoiy. While Oikeny could 
develop Ms story into a new small fttOLa 
new genre. thegratesquewMcheailiemlaMd 
at the level of style on the basis of a Uhmd 
culture and value system of a rtcaptiv e 
audience, Manto bad to bafld on reoaptioo 
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on a different basis. His 'avsananch' (the 
diminutive of Urdu ‘avsana’ ‘short stoiy’) 
also digresses from literary tradition and his 
story is also built on the recognition of the 
validity of a ceitain paradox but he sticks 
to the realistic element. 

IV 

In spite of a similar critical relationship 
between Manto and Orkeny to the myth of 
moral and cultural values of certain social 
classes, the established traditions of prose 
afforded Manto different possibilities to deal 
with narrative space than Orkeny. The 
intersection of feudal and capitalist elements 
in urban India, and the presence of the 
independence movement prompted Manto 
to experiment with various narrative 
strategies. As an experiment to connect 
narration with acertain social reality I would 
like to lake up the example of two stories 
written by Manto before the Partition before 
coming to a concrete comparison of the 
Siyah Hashye and the One Minute Stories. 

The stories ‘The New Constitution’ ('Naya 
Kanun’l (pp 83-92) and ‘Babu Gopi Nath' 
(pp 133-47) written before independence 
show the clash between the institutions of 
the Raj, the norms of feudal India and the 
entry of modernity.The ambiguity of values 
in society, their comic and tragic elements, 
unfold in the narrative or in the dialogue. 
In ‘The New Constitution’ Mangu, the 
tongawala places all hopes of a just society, 
emancipation with more equal relations 
between man and society; on the Government 
of India Act of I93S, as something which 
has an internal relationship to his life. 

The only thing he could compare the new 
constitution with was the splet^id brass and 
gilt paraphernalia he had purchased a couple 
of years ago for his tonga from Cbaudhry 
Kbuda Bux. The new constitution gave him 
the same nice, worm feeling. 

He places all conversations that he 
overhears in the context of the change. On 
the day when the law is brought in he responds 
to the provocation of an Englishman and 
lands up in jail. His autonomy emerges from 
this ability to take risk and his assault on 
the Englishman is justified by his 
politicisation and engagement with issues 
like the success or failure of the Congress 
Party to achieve Swaraj, the cause of Hindu- 
Muslim riots, die civil war in Spain and his 
understanding of history, reflated by the 
dialogues with the othen at the stand or 
reponedin a playfully ceremonious, ironical 
narrative by the author.'^ 

‘Babu Gopi Nath’ depicts feudal existence 
in a semi-modem surrounding. Characters 
with conflicting norms and interests provide 
an insight into the simultaneous functioning 
of the various layers of feudal and capitalist 
society. The realist novcHn the 19th century 
reflected the change of generations, the birth 


and decline of institutions. In the space the 
short story provides Manto describes the 
tensions and contradictions in contemporary 
Indian society by employing two nairaton 
collecting and sharing information in the 
course of the narrative. One narrator is Manto, 
the author who is introduced to Babu Gopi 
Nath by Sando, the second narrator. His 
information about the relationships of the 
characters, who profits and what from whom 
is corrected and modified by Manto, the 
author and first narrator. Babu Gopi Nath 
is a member of the landed gentry. He comes 
to Bombay with Zeenat, a prostitute of great 
loyalty, whom he wants to help to be 
financially independent. Zeenat is used and 
exploited by everybody, till she meets a rich 
and handsome luidlord, Ghulam Hussain, 
to whom she is married off by Babu Gopi 
Nath. 

Babu Gopi Nath whose (wo passions in 
life are to fiequent brothels and share the 
company of holy men is aware of ho w people 
make use of him, but considers himself pan 
of a cultural set up in which he is suf^sed 
to fulfil a funaion. The narrator's last meeting 
with Babu Gopi Nath at the wedding, his 
unintended interference at the sight of the 
bridal bed, points to Gopi Nath's sentimental 
value system coupled with self-deceptio«i 
and invens the illusion through the acceptance 
of reality. 

The stories written after the Partition, both 
those wheih are part of the Siyah Hashye 
collection and those which are directly 
connected with the Partition experience or 
reflect the relationship to history by depicting 
some other hislorical event, demonstrate in 
various ways the intention to avoid 
moraiisation. The absence of the narrator in 
the Siyah Hashye stories, the alternative 
endings in ‘It Happened in 1991' (‘1991 ki 
ek bat') (pp 47-56), framing a story inside 
the story in ‘Colder than Ice’ (‘Thanda 
Ghosh(’) or linking two stories like in The 
Price of Freedom' ('Swaraj-ke liye') or in 
a first person narration like in ‘DoingGod's 
Work' successfully protect the reader from 
coming under the moral authority of the 
narrator. The author of the Siyah Hashye 
volume is an objective observer who 
transcribes the events without commentary, 
as in Orkeny's One Minute Stories where 
(he author is a silent spectator. The narrator 
is present in the Siyah Hashye volume only 
in the dedication addressed to the man, who 
finally comes to the awareness that he killed. 

It shows the concern Manto had in th^process 
of insight, applying also to the reado' who 
in the course of reading would be provoked 
to critically examine his place, perspectives 
and illusions in his evei^y activities. At 
this critical moment of history after the 
Partition, (his was a possible way to change 
the reader’s association with the stoty from 
passiveemotional identification to refl(x4ion. 


The sense of shame and h^plessness at 
being a witness" and not being able to help 
those who were at the receiving end in the 
riots” or the sheer humiliation at being 
reduced to a spectator was the real life 
experience of even those who were pan of 
the organisational machinery to control the 
transfer of power.” The aesthetics of the 
Siyah Hashye stories challenges passive 
accqitance as a primary response to readii.g 
and provokes the analysis and the active 
understanding of the reader. Ttie reader like 
(he narrator has the status of the spectator 
who makes connections, establishes links 
with the title, fills the gaps and interprets 
the story. The interpretative movement 
between the comic and tragic content of the 
stoty provokes readers in various ways and 
releases various energies.^ 

Similarly, in Orkeny's short stories the 
reader is challenged to resolve the link 
between title and content. The connection 
mostly undercuts value systems in the Siyah 
Hashye, TheSweetMoment'fSaat-eshirin) 
(p 3) is the tragedy of Gandhi's death, in 
‘Out of Clonsideration' a girl is not killed 
in front of her father but stripped and kept 
with the other women. In ‘Modesty’ (‘Kasr- 
i nafsi’) (p 27) the rioters first kill the members 
of the other community traveliinginthe train 
and then apologise to the other passengers 
for not receiving them with more hospitality. 
Apart from the Siyah Hashye stories many 
of the longer stories are also built on an 
ethical or existential paradox. ‘The Pnee of 
Freedom’ (Swaraj-ke liye) (pp 57-73) the 
price for participation in the freedom struggles 
is the loss of control over one's personal 
life,*' the protagonist who claims to spend 
his life with charity in 'Doing God’s Work' 
('Shahid-saz') (pp 39-45) turns out to be 
designing a di saster from whic h he can pro fit 
financially. 

While ironical sensibility motivatedManto 
before the Partition to present a clash of 
values and interests in ‘The New 
Constitution' and in ‘Babu Gopi Nath’ and 
the irony responds to the contradictions 
within the same character the possibility of 
balance is suggested in the relative harmony 
of presentation. The Partition experience 
remained crucial in Manto's work. The short 
stories The Price of Freedom’ or ‘Doing 
Cod's Work’ presented mainly first person 
discourses displaying a disappointment 
in history, politics, the generation of 
freedom fighters and the futility of all 
action. 

Narrative is often used to more poignantly 
underline the paradox. Both Manto and 
Orkeny dismiss detail of description in the 
sense classical realism. Orkeny disclosed 
that he felt 

it wM no use to describe a room because 
alt would identify It with their own experience 
of a room. 




Thii conveys the cbange in narrative 
onoenu. It is the conttniction of the visual 
pace of the story, spacial or temporal 
ombination of locmion which inliinges on 
he reader's conventional acceptance of 
eality. In 'Jelly' (p 18) the spacial link of 
he pushcart of the dead icecreani seller and 
he montage of child and mother going by, 
the child mistaking blood for jelly, which 
; the relevam association with icecream), 
averts the effect of the initial scene. The 
ombination of comic and tragic dmail 
onnects many of the ?Siyak Hashye stories 
rith black humour. 'Mistake Removed' 
'Islah') (pp 16-17), 'Pathanistan' (p 20), 
-‘ermanent Vacation' ('Hamesha-ki 
^hhutti') (p 22), ‘Ritualistic Difference' 
‘Halaal aur Jhatka') (p 23) depend on an 
nderstanding of social practice, on a shared 
iscuisive context. Orkeny's One Minute 
ories like the ‘Inquiry into the State of My 
lealth' and ‘In Memoriam Dr GHK', are 
Iso based on a similar perception of cultural 
jntext. Ibn Insha's later stories ‘Our 
.ountry' and 'Pakistan' utilise the narrative 
wm of dialogue and narrational absence to 
similiii tninical effect of puncturing social 
dues. 

Manto exploits the source of possible 
lentification by the reader in familiar 
arrative situations (dialogue during a train 
Hirney with a narrator and listener who 
the writer, or the pratagonisi narrating 
s story in the first person) only to digress 
om the process of the literary convention 
id provide additional possibilities of 
iteipretation. The narrative strategy used 
/ Manto undermiiies the value-system as 
le reader is challenged to confront the 
anality and narrowness of norms held by 
e' community. 

V 

Even after several decades, the war 
iperience remained central in Orkeny's 
ork. The realism in the elaboration of the 
yth of national identity of Voronezh wem 
rough a change in the direction of the 
Mtract. The One Minute Story in the newly 
aborated form of grotesque, is a 
lilosophical reflection on language and the 
ladequacy of speech in human contacts. 
ie democratic source of the grotesque in 
kes, newspaper articles and in slang and 
e possible element of fantastic setting it 
ml from Mamo's stories has already been 
scutsed. On the one hand he considered 
eshoit formof the grotesque asthe possible 
agment of a big artistic form (the novel or 
ay) and occasionally used them in hit later 
ays. On the other hand the reduction of 
; prose fotm to • minimum raised the 
lesrion of the validity of the form of 
otesque and prose u such. 

In two OneMinwe Smnexof contemporaiy 
etiwt the presence of the faniaitic element 


shows bow significant the grateique was in 
Orkeny's prose to write about comnnporary 
reality. ‘iiiquiiyaboiitiheSlateofMy Hetdth' 
turns the polite formality of inquiry into a 
suireal ending utilising an expv^oo from 
slang. (Everything is perfectly fine except 
for that 1 am pulling my intestines behind 
me.) The fantastic is also presem in the 
‘Ballad about the Power of Poetry’ where 
the telejAcne booth comes to life, falls in 
love, widks all over the favourite park of 
lovers in Budapest, after the poet rings up 
his editor and reads out at the roadside booth 
his newly written poem. 

'InMemoriamDrCHK''Song'and Two 
Cupolas in a Snow-covered Landscape’," 
all three writings connected with the war, 
approach the war from three differem angles. 
All three reduce information and language 
to the minimum and the links have to be 
established by the reader. While the first 
story with the dialogue and short information 
by the narrator is one of the classic examples 
of Orkeny’s One Minute Stories, the other 
two are recollections of Orkeny's war 
experiences. The dialogue between the guard 
and Dr G H K in ‘In memoriam Dr G H K 
exposes an existential paradox. Dr G H K's 
intellectuai discussion about various German 
poets is in direct contrast to his existemial 
situation as a pnsoner of (he camp. The 
paradox is resolved by the execution of G 
H K as barbarism exterminates those who 
represent civilisation." 

The location in ‘Song’ and in 'Two 
Cupolas in a Snow-coveted Landscape’ is 
signaled by the names of two villages, 
Nikolayevka and Davidovka two villages in 
the Ukraine lying on the route of the 
Hungarian army to Voronezh. The 'Song' 
presents the du^ism of physical destruction 
(endless march in the snow, bridges and 
houses blown up) a|id unceasing creativity 
in the person of Janasz, the songwriter. Even 
his death underlines the miracle, the potential 
of creativity in every being. “Each of us can 
do something no one else can do the same 
way”. 

Event, location, identity of participants 
and their complicity in iSvo Cupolas in a 
Snow-covered Landscape' are established 
by the reader on the basis of the information 
supplied by the narrator who reduces the 
report to external facts, leaving a number of 
gaps. The photograph recondedof two cupolas 
in the snow and the face of a little girl is 
a reminder of the execution of a Russian 
woman with her daughter looking on. The 
absurdity of the event, the execution of a 
young woman tried by a German military 
court, isindicatedbytheabsenoeofdialogue. 
Speech is produced only when the girl 
misunderstanding the situation calls her 
mother wanting her to stop playing. The 
focus is on the surrounding ot^ects without 
adjectives: the tree, the girl under the truck. 


the onlooken, decreasing in number as the 
lunging goes on and on, the Hungarian 
executioner who hangs (he woman for three 
liters of rum. The reduction of the report to 
the bare minimum shows the author's 
disinclination to pass obvious moral 
judgment. The narrator, like Manto's abseiu 
narrator in the Siyah Hashye stwies or in 
‘Colder than Ice' rejects the role of moral 
authority. The narrative, similar to an 
objective report, functions as evidence for 
the reader to respond. 

A product of the interconnection of 
memoiy, visual record and history.Orkeny's 
story is an aesthetic statemeid about the 
referentiality between 'facts’, ‘repre¬ 
sentation’ , 'truth' and the limits of narrative 
in the 1960s, much before the recem academic 
debate revolving around reality, experience, 
evidence and aesthetic imagination in 
connection with the Holocaust." 

There are a variety of literary forms which 
can serve as a framework for the narralive 
of a historical catastrophe: documentary 
record, drama, short story. These literary 
records contribute to the revaluation of 
history.andthereimerpretationoftheidenlity 
of a group, highlight a trail of ‘national 
character' (conceit, blindness of the 
aristocracy, servility in Voronezh) or 
emphasise certain points ofthe tragedy which 
links feds to suggest certain dynamics in the 
historical events. Thechoiceuffoimdepends 
on (he literary tradition on the author’s 
choice and creative potential, and also on 
the distance in time from the catastrophe. 
There is a stretch between the objectivity of 
record and the philosophy of the grotesque. 
In Manto's case the riots of Partition are 
presented in the form of reports or dialogues 
which allow him to avoid making moral or 
political judgment The distance of history 
and the conditions in Hungary in the 1960s 
provided Oikeny the possibility to approach 
the problem of the second world war and 
fascism differently. The new genre in short 
story, the grotesque, was mostly the adequsue 
form of expression. In Orkeny’s narrative 
art it was also relevant for the expression 
of contemporary reality. 

Short stories use not only a multiplicity 
of sutgectsbutalsoeiiltdoydifTereni narrative 
strategies. Orkeny used the form of dialogue, 
the ‘minimal’ report and developed a 
philosophy of absurd drawn from the 
historic^ events of the second world war. 
Manto experimented with a number of 
narrative strategies in his short stories about 
the Partition. In these stones Manto allows 
the dialogues to take over and provoke the 
reader to a response. By adopting a critical 
distance both Manto arid Orkeny were able 
to evolve narrative strategies which invitBd 
the reader's response and stimulated agency. 
By countering moralising and len t inuta lity 
in their narrative strategiet they enabled the 
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reader to deal with and go beyond the 

paralyiing effecti of each traumatic 
experiences as the Partition and the second 

'AWld war. 
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pp l-IO. R eferen ce s m BngUah tranalbirms 
of Manlo's iotigcr stories me lU from thb 
vohmK. 

12 btvHi Ortcoy, Dramat (Plays], Budapest, 
1982, vol I. pp 9-77. 


rise to vatiow farms of prase depeodfaig on 
the hburicai co n di tfa mi. The daality and 
aiui«oniam of appearance and naUfe, the 
par^xei of existential, ethical and 
pbUoaopUcri vakuiiRihBioarceaof porady. 
saiiie, irany and grotoa q oe. The dciminuit 
ebaMM ofprote (a^ or gem) abo depei;di 
on the conttadfetioaf in society. Parodyboiw 
of the ebmenbry farms whiefa indtruei ha 
object but it riao indodes diffennifauioa and 
traasgraaaitm. Both differentiation and 
traoagicaiion a te pr ea e r 'in other tfaieefbnm, 
satire, irany and gratosque bat they ate 
modified according to the natare of 
magotnsms b stniety. Satire ta aimed at a 
concieie penoo and the practice of a certain 
type of monltty. It b prac tis ed in a fairly 
st^ society wilfa a common imdetstaniSiig 
of ethical vsliies by the commonily. Ireoy b 
based on the kui and aruagonbrn of vafaiea 
in a changiry socieqi. it bse a dblniXieal 
approach to the object, a mixtBR of tragedy 
and comedy which often depeodioo thecal 
of view of the reader. The lame b trae ^ the 
writer's underHanding of himself and thb 
leads to self-irony. Tragedy and oometly, 
snimaieaadinatittmUe.itaagtnntioimdteeltly 
can be icplioed as fentaatic in the grote atpi e 
which reflects the breakdown of diviriing 
lines in values of a nuni tnudity. Irony b 
predominant in Manto'a writing while 
Oifceny'a work b developmeat from irony to 
g ro s ee^ . cf Alvin B Kernan. The Pbu ef 
Satire, New Haven and Ltmdon, 1963: t3eoig 
Lukacs, A klasszikas szatimelmelet es 
felbomliM a libenlu eszieiifcabae [The 
dassicul theory of sstite and hs dbaolotton 
in liberti aesthkics] in Adalekek at eszutHa 
torteoetehez (Coatribinion to the History of 
Aesthetics], Budtpest, 1972. vol L pp 629- 
36; Linds Htticheao, Tkr Thrmyaru/Fafa'itcr 
of Irtmy, London 1994. 

16 Kabir's inverted representation of oonru of 
actcial behavioun. hb transi tio n n l mocking 
use of a different persorw is ditected at the 
receptive listoner. (3uulotte Vaudevilb, 
Kabir. OxfotxL 1974, pp 144-48. 

17 Mnuhammad Sadiq, A History <4 Urdu 
Uttrature, Delhi, litiU and AtgharWejahat. 
'Urdu irodalom' (Urdu literature] in 
Vitagirodalmi LexUam, Vol 16, Budapest, 
1994. 

18 Ralph Russel and Kursbidul blam. 'The 
Satirical Verse of Akbar Ilahabadi’ in Ralph 
Russel, The Pursuit </ Urdu Literature, 
London, 1992, pp 129-75 and The Smiiical 
Verse of Akbnr Ibbidiadi' in Ralph Russel, 
Hidden in the Flute, New Delhi, 1993, 
pp 2004)7. 

19 Muihiinl Hasan, op dt, vol I, p 100-12. 

20 Alok Bhalla, op dt, vol 11, pp 103-08. 

21 Page num bers fat the pep er for kmger u o ri ea 
by Memo an from Klngdim's End. 

22 References to ahon atoriea ftwn the Siyak 
/foiAye volume am fioffl Saadit Hasan MniNo, 
ParHHon Sketches and Stories, tmnsi by 
KlMlfalHMan.NewOelU, 1991 (p^nandwra 
ta die psfier apply to this book): see abo 
hlmiiiiul Haran in Mnibiial Haaan, Ibid, vol 
Lpp 88-99; Jai Raraa abo (ranabtodexempu 
In /nrUon UteraSure, 1983, vol XXVIU, pp 
22-36. ThePavinagmi tiiiMriptiaMofSiya* 
Hashye in SandM Haiin Mwio, Dassim 
Balf^ Mean end Stand Dutt (edaX vol U, 
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DeM, IW3,nl73-ll2MdlXMadnlMr'i 
ooflacdoa Mmmmo; Nw 
27141. PRMem orpUUoiioil lelUUliiy 
ooMMled wfah Khilid Hmim’i Itnilaiian 
wm eUmaed I 9 AndNdbi is te nakar 
TUU/tmtiWoiiaafSoUtlUaimlllmm 
lwM«itelw t i nlM iia»ofA 4 twiicwfSwd|y. 
IUri«ii|Ntirowii.SlihBhMay2l-23.1996. 
Itey Nttee iMinipeady in Ike S(]M* Maqir 
ir«MMaiii.WUIeteiMeiindktlm^^ 
npeu one key-wotd in the itory, the 
ooiindlciianibeiweenihetiilBiadlhecoineat 
ii non aiifiMeiit in Ike ari|iiiil tUkt. 

23 blvan Oriieny, Egfptrctt mrnUak (l96Hi, 
(One ainme Mariesj Jonef Tiniii Remeoyi 
Mid Tumi TMjao (ediX BndspeM 1996. p 8 . 

24 ThsMoiy iitcleMicexanpleafBsUnin's 
conce p i of htum/flaula. Thtoogh In voice 
not 01 ^ her ikoii(te ind inpieiiiaM km Ike 
nnaanding cones 10 life, ibe cotridon of 
the office, Ike songs the dnnki iing in the 
night; Msnto, Datiavti, vol II. pp 43-51, 
MIkhsil Bskhtin, Diatngk Imagliuiiim, 
Anstin 1981. 

25 The 20lh ceniniy psysbie revsiules the 
fenction of nsirative. It is coutracled on 
s specisi hypothetkai sitnslioa, even if 
basal on s ^orical event. The plot takes 
place in a special sitaation in a crisis of 
norms and conventioiit. As a icsali the ftaroes 
and cracks of the srarM are exposed and 
ethical or pkllosaphical axioms ennge in a 
c o nde ns ed fbtaxftarables were need by fliedit 
and Sane. In the I960i beside (be essay- 
novd and Ike sociolagical leport-novel, the 
novd-poiable and (he short stoiy-panble 
became a prominent genre in Hungarian 
Uieiahiie. Kafka's sto^ especially Per 
HuKgtriamtdtr. am available u me in (he 
collection Fraax Kafka, frtahlangcn, 
Fnnfcfim an Main, 1952. 

26 Lajoi Pok, 'Robinson ei a zuzlo, 
kdag j e gyeea ek KalkanoveUsihoz' (Robinson 
and the flag. Noiss 10 Kafka's shM stories] 
in Ihanz Kafka, Bbesjglesek (Sbort Stories], 
BMkvesI, 1973, pp 523-41]. 

27 Manlo went IhitM^ a process (siinilar to (he 
neat Rtiaatan novelists Dostoyevsky and 
Tolstoy) of assimilating and developing 
models from western literatures along 
whh the prase in this own language to reflect 
his own social realiiy. The developm en t of 
capitaliam in the Punjab and Bombay were 
as impoilanl for Maoto as west European and 
Russian models of writing. 

28 Istvan Orkcny, Kimgtnytk (Novels), 
Budapest, 1981, pp 99-203. The English 
imndarionofibepligrHinThrNewffiutgarMn 
QminiHy, bh> M, pp 69-106. 

29 Istvan Orkany, Kimgtnytk (Novels), 
BudaiMsl, 1981, pp 205-97. The English 
tmnsiatioa of on excerpt is in TV Ntw 
IfeagerMn Ouorarrfy, No 28, pp 69-106. The 
Hindi naaslalioa of the play is in Raghuvir 
Sahay,ram/fiutgwfN(a^New[>elM.I983, 
pp 111-92. 

30 MMtio EssUn, TV TVntrr e/ IV Ahianf. 
London, 1982, pp 316-26 and pp 392-95. 

31 Thia was pahHed out by Buham Sahani in 
his paper presented at the seminar TV 
on/ IKirti tfStuiM Hum Hmto held at 
the Indian huiitaie of Advanced Study, 
Raahin^NiwM.Shimla(2l-23May, 1996) 
called "Ae darii between msKly and make- 
belier. 

32 The epi a ia m olot i cal co w tiadic ti oo and (he 
paradox fai choice was nddresaed by H^ 
who nrised the exiaiential paiadox of being 
eqaab non-beiaf and suggested a ittaiectical 


solution, dm norion ofbneomiitg, to tmnscend 
(kk pamdox. KierhegMnrs fanMus aeriee of 
paradnies in BtbeifOr mnnilest Ike futility 
ofcboioe. Saitm in Being mi Haangntt 
aBachee enormous mwalinspo ii sibitiiy to the 
to choom and defines man's fiecdom 
by the mode and style taken by eaoh choice. 

33 (MmMn^HlmnjIintiAMSwiriollm, 
Tkt Cmiemporan Hmgatim CIntma, 
Bodapeet, 1981 and iMvMiNemeakutty. Wiri 
milnmgt.HitlarytflhtHimgmlmantma, 
Bnitpttt 1974, pp in-217. 

34 B M Eicheabaiian, Kak ad'dana 'sbin'el 
‘OogotyalHowisaagal's‘Overcoat'made?], 
in Aw'ito [Ihiebes] ed by Gy Kiraly and A 
Kovaes, Budapest. 1982. pp409-21 and Aims 
Szilagyi, VazlM a graseaknl (Sketch about 
the Oroteaque] in Airm ungynk tifrikur [I am 
not a critic}, Budapeat, 1984. 

35 See Welter D e nisiid n's diaeaasion of ‘new 
objectivity' in the area of photognphy fdm 
and main^ in Bertolt Bie^s epic theatre 
in Gadensanding Bncki, London, 1977. 

36 Ervin CsjntMilie, A mngyar itmakmiku 
effoiak (1968-1988) [Democraric Oppoeition 
in HuagatyX vol i-UL Budapest, 1995. 

37 The comic touch in dm chanctetisarioa of 
Manga's ‘academic versatility' comes from 
the tame source as his fault, lieiBartia'which 
in ArisMtle's deffautian is the unsjudgment 
by the tragic hero. This smog in t er p r oa t i on 
of the act reflects his amUtion to take care 
of the larger istaea of Indfat and is also the 
immediate cause d hit arrest. 

38 Khwaja Ahmad Abbm, Who Killed Inifia' . 
in Mwhtnil Hasan, op dt, vol II, pp 22944. 


39 W H Mania-lanes, ‘A Tttnefcr of Power, 
1947, A View from (he SideRnet', JMmt 
Ariou Suiiitt 16, 1982, pp 1-31 

40 Hana Robert Janes. rowwrdmiAriShriir of 
Ktapikm, Sastex, 1982 and Bmet Bloeh, 
Htttuti ef Onr TImtt, Cnmbtidie 1991, 
pp 187-250. 

41 "At this Btonieat, a servant emend the toon. 
He wm carrying a child who arm haUag a 
baaoon.LikeaMedmao.OhulamAH p ouei nri 
on the bulloan. There wm a bong sod all (he 
child was left with wpa a piM of ugly 
rubber daitgiing at the other end. With two 
Rngers Ghulam Ali carefully picked up the 
deflated balloon and threw it away as if 
it were a particalatly divustiag pitee of 
filth". 

42 Istvan Otkeny, Egypttcts mntlUk (1968) 
ibid; AzrUrdmitoMr (The last train},Bnfrfest. 
1977. pp 408-523; Etglith (tamlatiam in 
One Hiniat Skmtt, ttkeoei mi hantlated 
by L T Aadtaa aodCari R Etickton. Budapest, 
1992; CMt Uinalt StoHtj, selected and 
tnoslated by Judith SoUosy, Bud^ 1994. 

43 At port of (he Anttm-Haagatiaa e il u cari en 
tyslimi marry Hnagatiao intrikctaals, a great 
number oflhm of Jewish origin, wembsoaght 
upinatiilingual.bicultnral atimi s p h ije .Tliw 
knew (jetman, read and wrate(jennaawwefl 
u Hungarian. Cetmao litetatare and German 
cnitetal values were caMvated by dicaa, dmy 
wentto German universities and c o n ai de f ed 
it a joke of fate that Nazi politia warMed 
to purify Cermaa culture by eradicating 
them 

44 Hisury mi Iktery, 1993, 1994. 
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BANK 


Ovtma-CUMfe BaaMt Cofporatloa Liaitcd 

(iKafponM to Slagapon) 

Mambai Bnwch 

No. 146, Maker Chamben VL Narimaa Poiat, Mambai 400 p2l. ladia. 
Tel: 91 22 283 2722/3, 282 9771/2 Fax: 91 22 283 2833 


BALANCE SHEET AS AT 31ST MARCH, 1997 

(Rupees) 


Schedule 


As on 
3I.03-97 


PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED 31ST MARCH, 1997 


Schedule 


(Rupees) 

Period ended 
31-03-97 


CAFTTAL AND UABELmES 


INCOME 


Capital 

Reserves and Surplus 
Deposits 
Bonowings 
Odicr Liabilities and 
Provisions 

TOTAL 


ASSETS 

Cash and Balances with 
Resove Bank of India 
Balances with Banks and 
Money at Call and 
Short Notice 
Investments 
Advances 
Fixed Assets 
Other Asseu 

TOTAL 


Continsent Liabilities 


356,333341 

(21369,596) 

2.195,560 


8.696,749 

345.956.054 


interest earned 
Other income 


2,616.027 


113,570,547 

159363.286 

15,000,000 

7347,279 

47,958,914 

345.956.054 


3,187,064 


TOTAL 


EXPENDITURE 

Interest expended 
Operating expenses 
Provisions and contingencies 

TOTAL 


PROFIT/LOSS 

Net Profii/(Loss) for the year 
Profit brought forward 


APPROPRIATIONS 

Transfer to Statutory Reserves 
Transfer to Other Reserves 
Proposed Dividend 
Net Loss carried over to 
Balance Sheet 


4,567,468 

217399 

4,785.067 


5 864 
a6,048!798 


26,054.662 


(21.269396) 

(21,269,596) 


(21369,596) 


/U per our rqxHt attached 


For M.P. Chiule * Co. 
Chartend Accountants 


OVERSEA^-CHINESB BANKING CORPORATION L-^. 
MUMBAI BRANCH 


SdP 

Uday M. Chitale 
Partner 


SHI- 

Victor Lee Eng Kee. 
General Manager 


Mumbai, iuiie 18, 1997 




Orctwa>CblBMc BanUaf Corporation Limited 

(iMorpontad la Siiftpon) 

Manbai Bnwch 

No. 146, Maker Chambcn VI, Nariman Point, Mumbai 400 021. India. 
Tel: 9122 283 2722/3. 282 9771/2 Fax: 91 22 283 2833 


SCHEDULES TO THE BALANCE SHEET 


SCHEDULE 1 - CAPITAL 
Capital 

Aniaunt brought into India by way 
of 5ltaft-Up Capital 


(Rupees) 


As on 
31-03-97 


356333341 


356333,341 


(Rupees) 


As on 
31-03-97 


The Indian Btanch deposited securities of Face 
value of Rs. 5 crores with the RBI on 4th 
Febtuaiy, 1997 to comply with Section 11(2) 
of the Banking Regulation Act, 1949, 

SCHEDULE 2 - RESERVES AND 
SURPLUS 

I. Statatory Reserve 
Opening Balance 

Actions and transfers during the year 
Deductiofu during the year 

U. Capital Reserve 
Opting Balance 

Additions and tratufers during the year 
Deductions during the year 
ni. Rcvaluatkm Reserve 
Opening Balance 

A^itions and transfers during the year 
Depreciation on revalued portion 
ci^ited to Profit and Loss Account 
IV. Share Prcmiam 
Opening Balance 

Additions and transfers during the year 
Deductions during the year 

V. Rcvcooe and Other Reserves I 

Opening Balance 

Additions and transfers during the year 
Deductions during the year 
VI. Balance of Profit 

Loss as per Profit and Loss Account 

GRAND TOTAL (1. II. UI. IV. V, VI) 

SCHEDULE 3 - DEPOSITS 

A) s. Demand Deposits 

(i) From banks 

(h) From othen 

II. Swings Bank Deposits 

III. Term Deposits 

(i) From banks 
(ii) From others 

TOTAL a. 11. Ill) 

B) I. Deposits in India 

II. Dqtotits outside India 

TOTAL 


(21369.596) 


(21,269,596) 


1,115,087 

17,473 


l,063.00r 


2,195360 


2,195360 


2.195360 


SCHEDULE 4 - BORROWINGS 

I. Borrowings in India 

(i) Reserve Bank of India 

(ii) Other Banks 

^i) Other institutions and agencies 

II. Borrowings outside India 

TOTAL (1 A II) 

SCHEDULE 5 - OTHER LIABILITIES 
AND PROVISIONS 

I. Bills payable 

II. Inter-office adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 

TOTAL 

SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE BANK 
OFINDU 

I. Cash in hand 

(including foreign currency notes) 

II. Balances with Reserve Bank of India 

(i) In Current Account 

(ii) In other Accounts 

TOTAL 

SCHa>ULE 7 - BALANCES WITH 
BANKS AND MONEY AT CALL AND 
SHORT NOTICE 

I. In India 

(i) Balances with Banks 

(a) In Current Accounts 

(b) In other Deposit Accounts 

TOTAL 

(ii) Money at call arid short notice 

(a) With banks 

(b) With other institutions 

TOTAL 

II. Outside India 

(i) In Current Accounts 

(ii) In other Deposit Accoimts 
fiii) Money at call and short notice 

TOTAL 

GRAND TOTAL (I & II) 



8,696.196 


8,696,749 


2,608360 
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Bnklag CwporaltMi LiariM 


Mwabai Bnacli 

No. 146, Makar Ckia h en VI, Nariauw Pki^ Moabai 400 021, 
Tal; 91 22 2S3 2722/3, 212 9771/2 Pax: 91 22 2S3 2<3.3 


SCHEDULES TO THE BALANCE SHEET 



L bvcatmeott in India in 
0) Oovemment Securitiet 
0) Odier Approved Securities 
(SOShm 

Qv) Debeotuies and Bonds 

(v) Subsidiaties and/or joint ventuies 

(vi) Others (Ceriificaies of Deposit) 

TOT/U. 

0. Inve stmen ts outside India in 
0) Ooveranent Securities 
(indudiiig local authorities) 

(h) Sttbaidiaries and/or joint ventniet 


TOTAL 

TOTAL (C I ft D) 


(Rupees) 


As on 
31^3-97 


3,090,000 

49,1)0330 


107,062,936 


139363386 


(Rupees) 


Am on 

31-03-97 


QiOOlher investments 

TOTAL j 

GRAND TOTAL (I ft 11) 

SCBBDULB 9 - ADVANCES 

A. 0) BUIs puichased and discounted 

(B) Cash CieiSts, Overdrafts and Loaiu 
lepayaUe on demand 
(iii)Tefm Loans 

TOTAL 

B. (i) Second by Duigibie Asaett 
(B) Oovend iy Baoic/Govenaneot 

Ouanattct 
0it} Unsecuied 

TOTAL 

C L Advances in India 
0) Priority Sector 
0i) PubHc Sector 
0ii)B«iks 
Cnr) Others 

TOTAL 

D. Advanoes outside India 
0) Due from banks 
(B) Due from others 

(a) Bills puichased and discounted 
(B) Syndicated loans 
(c) Others 



139363386 


13,000,000 


15,000,000 





15,000,000 


15,000,000 


15,000,000 



SCHEDULE 10 - FIXED ASSETS 

I. Pn n d s es 

Additions durins the year 
Deductions duri^ the year 
Deptedation to dale 

TOTAL 

U. Other Fixed Assets 
(indisdiiig ftimitnie and fUtiues) 
Beginning of year 

Addkioas during the year 
Deprociaticn to date 

TOTAL 

GRAND TOTAL (I ft H) 
SCHEDULE 11 - OTHER ASSETS 

I. Inter-office adjustments (net) 

II. Interest Acen^ 

III. Tax paid in advancc/Tax deducted 
at source 

IV. Statkmeiy and Stands 

V. Noit-bankiiig assets acquiied in 
satisfiiction of daiins 

VL Others 

TOTAL 

SCHEDULE 12 - CONTINGENT 


^iinit die besik 
not acknowledged at debtt 
Liability tor p^y paid investments 
Liability on account of outstanding 
torwaid exchange contracts 
G t iaram e e s given on behalf of 
constinients: 

(a) Ih India 

(b) OAaide India 

cndofMoicots — 

other obligatioM - (net of margin) • 
LC issued 

Other items tor which the Bank is 
contingwitiy iiable 

TOTAL 



7,729396 

182,617 


7347379 


7347379 


4,114,466 


43344360 


47.938.914 

































Ormn-CUncM Buddng Corpwali«i LMtod 
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Mambai Biaoch 
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SCHEDULES TO PROFIT AND LOSS ACCOUNT 


(Rupeei) 


Period ended 
31-03-97 



(Rupees) 


Period ended 
31-03-97 


SCHEDULE 13 - INTEREST EARNED 

I. Inteiest/diicoum on advances/bills 

II. Income on investments 

III. Interest on balances with Reserve 
Bank of India and other inter-bank 
funds 

IV. Others 

TOTAL 


32,054 

2,737,395 


4,567,468 


SCHEDULE 16 - OPERATING 
EXPENSES 

1. Payments to and provisions 
for employees 


1,798,019 

2. Rent, taxes and lighting 


3. Printing and stationery 


8,725,874 

11340.790 

100,217 


SCHEDULE 14 - OTHER INCOME 

1. Commission, exchange and brokerage 

2. Profit on sale of investments 
Len-i: Loss on sale of investments 

3. Profit on sale of land, 
buildings and other assets 

Less'. Loss on sale of land, buildings 
and other assets 

4. Profit on Exchange Transactions 
Less'. Loss on exchange transactions 

5. Income earned by way of dividends 
etc. from subsidiaries/companies and/or 
joint ventures abroad/in India 

6. Miscellatteous Income 


195,956 


4. Advertisements and 
publicity 

5. Depreciation on Bank's property 
Less; Transfer from revaluation reserve 


6. Directors’ fees, allowances and 
expenses 

21,643 

7. Auditors' fees and expenses 

8. Law charges 

_ 9. Postages, Telegrams, 


355,050 

182,617 


60D00 

242,710 


TOTAL 

217,599 

Telephones etc. 

672319 



10. Repairs and Maintenance 

8,044 

lEDULE15 -INTEREST EXPENDED 






11. Insurance 

28,188 

Interest on deposits 

553 



Interest on Reserve Bank of India/ 




inter-bank borrowings 

- 

12. Other expenditure 

4332.790 

Others 

5.311 



TOTAL 

5,864 

TOTAL 

26^48.798 
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Membai Bfwich 
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SCHEDULE17-NOTES TO THE ACCOUNTS 

1. Principal Acconntinc PoUdei 
1.1 General 

The financial atateroents have been prepared on the historical cost basis. 

1.2. Foreign Currency Tranilatioa 

i. Assets and liabilities in foreign currencies are translated on the Balance Sheet date at the rates notified by Foreign 
Exchange Dealers' Association of India (PEDAI). The resulting profit or lou on revaluation it included in the 
Profit and Loss Account. 

11. Income and Expenditure items are accounted for at the exchange rates ruling on the date of the transaction. 

1.3 Invcstinenta 

Investments are considered as current/trading invesdnent and are marked to market. 

Any depreciation in market value of investments is provided for. Any premium on redemption is amortised over the 
period to maturity (not amortised this year as the amount was insignificant). Tteasury Bills are valued at canying 
cost. 

1.4 Advaaoea 

Provisions for bad and doubtful advances are made to the satisfaction of the Auditots on the basis of norms laid down 
by the Reserve Bank of India for identification of and provisioning for non-performing assets. (No such provisions 
were required as at 31sl March 1997.) 

1.5 Fixed Assets 

I. Fixed assets are stated at historical cost less accumulated depreciation. 

U. Depreciation on Straight Line Method is provided for on fixed assets as under at the stated rates which ate equal 
to/higher than those prescribed under Schedule XIV to the Companies Act, 1956. 


'Type of Assets 

Rate 

Furniture ft Futures 

10% 

Office Equipment 

10% 

Computer 

20% 

Motor Cu 

20% 

Renovatkm/Renewals 

33.33% 


1.6 Kevetne Recognition 

Interest on advances, Income from investmenb and Commission and brokerage are accounted for on accrual basis. 

2 This being fint year of operations, previous year’s figures cannot be given. 

3. Profit and Lost Account incorporates Income ft Expenses incurred in respect of Mumbai Branch from April 1996 
onwards. The Branch acquired its premiaet on May 1,1996 and wai granted banking license by RBI on June 3,1996. 

4. Cnpltai Adequacy 

Ca^lal adequacy ratio of the Branch u at Match 31, 1997 was 291%. 

It may be noted tiutt subsequent to the balance sheet date, the Head Ofiice has replenished the maiden year’s loss 
as required by RBI, by an appropriate inward foreign currency remittance. 
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OvcrMa-ChlMM Banking Corporation Limited 

(incoftianted In Stniipon) 

Mumbai Bnmch 

No. 146, Maker Chambers VI, Nariman Point, Mumbai 400 021. India. 
Tel: 91 22 283 2722/3, 282 9771/2 Fax: 91 22 283 2833 


AUDITORS’ REPORT ON THE FINANqiAL STATEMENTS 
UNDER SECTION 30 OF THE BANKING REGULATION ACT, 1949 

We have audited the attached Balance Sheet of the Mumbai Branch of Oversea-Chinese Banking 
Corporation Ltd. - Mumbai Branch, as at 31st March, 1997 and the relative Profit and Loss Account 
for the year ended on that date. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the 
provisions of sub-sectiotis (1), (2) and (S) of section 211 and sub-section (5) of section 227 of the 
Companies Act, 1936, the Balance Sheet and ProHt and Loss Account together with the notes thereon 
are not required to be and are not drawn up in accordance with Schedule VI to the Companies Act, 
1936. The Accounts are, therefore, drawn up in conformity with Forms A and B of the Third Schedule 
to the Banking Regulation Act, 1949. 

We report that; 

a) We have obtained all the information and explanations which to the best of our knowledge and 
belief were necessary for the purpose of our audit and have found them to be satisfactory; 

b) The transactions of the Branch which have come to our notice, have been in our opinion, within 
the powers of the Mumbai Branch of the Bank; 

c) In our opinion, proper books of accounts, as required by law, have been kept by the Branch 
so far as it appears from our examination of those books; 

d) The Balance Sheet and Profit and Loss Account of the Mumbai Branch of the Bank dealt with 
by this report are in agreement with the books of account as adjusted for certain closing entries 
as of 31 SI March, 1997; 

e) In our opinion, and to the best of our information and according to the explanations given to 
us, the said account read with the notes thereon, give the information required by the Companies 
Act, 1936, in the manner so required for Banking Companies and on such basis the said Balance 
Sheet gives a true and fair view of the State of Affairs of the Mumbai Branch of the Bank as 
at 31st March, 1997 and Profit and Loss Account gives a true and fair view of the loss of the 
Mumbai Branch for the year ended on that date. 


For M.P. CHITALE & CO 
Chartered Accountants 


Sd/- 

UDAY M. CHITALE 

Mumbai, June 18, 1997 Partner 
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Broadbasing Process in India and Dalits 

M V Nadkarni 

Broadbasing is a process through which an increasing number of social groups enter the mainstream of social, 
political and economic activities and progressively derive the same advantages from the society as the groups 
already in the mainstream. Broadbasing occurs alongside and often in response to the challenge of the opposite 
process of marginalisation, the two processes operating at the expense of each other. Has the proce.ss of 
marginalisation, with the base of the power structure becoming narrower and society consequently less democratically 
and intensely polarised, a process which was dominant under colonial rule given way to a broadbasing process 
in the 50 years after independence? This paper takes a serious and discursive look at the operation of the two 
processes, in Indian society, focusing on the changing social, political and economic status of dalits over the 
period. 


FORaproperundnstanding of social change, 
broadtusing needs to be iecogni.sed as a 
process in its own right. Broadbasing is u 
process by which more and more social 
groups that were formerly deprived or 
marginalised enter the mainstream of social. 
political and economic life to derivelhc same 
advantages as the groups already in the 
mainstream. It also means that the stKial 
basis of the power structure widens, in the 
process becoming more and more inclusive 
rather than exclusive. .Since broadbasing is 
defined here in this particular scn.se. the term 
developmenf i.s not used as its synonym 
since the latter is a loo general and omnibus 
a term to convey the specific meaning 
intended. Evidently, broadbasing and 
development would go in the same direction. 
Broadba.sing occurs alongside and often in 
response to the challenge of the opposite 
ptueesstifmarginalisation. The two processes 
operate at the expense of each other. 
Broadbasing operates to widen the power 
base, with the exploited people at the 
periphery or margin becoming less numerous. 
Society thus becomes less polarised and more 
democratic in the bargain In other words, 
marginalisation is revcr.scd if not ended 
altogether. In such a case, the broadbasing 
process can be said to be the dominating 
feature of social change. If on the other hand, 
social, political and economic forces .so 
operate that marginalisutinn is dominant, the 
power structure gets narrower and society 
becomes less democratic and intensely 
polarised. The most important question for 
a student of .social change i.s to see which 
of the two scenarios prevails in the .sixiieiy 
concerned at any point of time. 

This paper is an attempt to answer such 
aquestion. While in prc-independcncc India, 
marginalisation had certainly prevailed over 
broadbasing, has the picture changed during 
the 50 years of independence'.' This question 
is raised mainly with reference to dalits. 
They being the most marginalised section of 
society, the real test of the broadbasing 
process occurring is to see whether dalits 
enter the mainstream 'viih equal rights. In 


the process, the paper also intends to 
conceptualise, describe and illustrate the 
operation of the two processes in Indian 
society, incidentally distinguishing 
broadbasing from other benevolent social 
processes. While the operation of both 
processes is kept in view, the emphasis is 
more on broadbasing since it has been 
relatively ignqred compared to the attention 
given to marginalisation. Moreover, since 
dalits have been marginalised through 
centuries ofoppressiun. the pertinent question 
is whether their marginalisation is being 
reversed now. If it is. it should be resulting 
in greater broadbasing and dcmocratisation 
of the Indian society. The word 'dalif, it 
should normal ly refer to al I oppressed classes 
including not only scheduled ca.stcs (SCs) 
and scheduled tribes (STs), but also the 
really backward among 'other backward 
castes' (OBCs). However, there is general 
agreement about the fact that the SCs and 
STs form the hard cure of dalits who face 
more oppression and social indignities than 
the OBCs. The position of (he latter was 
considered to be above that of SCs and STs, 
in terms o( traditional caste hierarchy. Our 
main concern in this paper, therefore, is with 
scheduled castes and scheduled tribes. 

The analysis of the broadbasing and 
marginalisation proces.scs is attempted here 
in a holistic perspective, in the sense that 
unless otherwise stated, (he two processes 
are taken to be operating in .soaety inclusive 
of polity and economy ton. Their operation 
in the three spheres need nut always overlap 
and where their coverage i.s recognised to 
he distinct in the economy as against the 
society nr the polity, .such dilTerences would 
be made explicit. * 

It is useful to distinguish between 
broadbasing on the one hand and similar 
processes like social mobility, ‘trickle-down’, 
empowerment, integration aitd democrati- 
laiioti. Social mobility isanimpoitantmeans 
by which broadbasing occurs but is not 
identical with broadbasing itself. Social 
mobility may also at times fall short of 
broadbasing. For example, if a dalit agricul¬ 


tural labourer moves to a city and becomes 
an industrial worker, social mobility i.s 
involved in the procc.s.s. If many dalit 
agricultural labourers do so. it i.s certainly 
a signiHcant step towards broadbasing But 
if only a very few ol them lue involved in 
thispioccss.it means social mobility for only 
those involved, hut without significant 
accomplishment towards hroadhasing 
involving dalits as a whole. .Social mobility 
is often concerned wit h i ndi viduais or fami lies 
and sometimes with individual communities, 
whereas broadbasing refers to the society a.s 
a whole and il.s power structure. Moreover, 
to the extent that the shifting of livelihood 
from one context to another takes plaa' 
without any significant change ot the group's 
relationship with the others, it falls short of 
broadbasing. If the upward siKial mobility 
of a community is accompanied with the 
downgrading or marginalisation ot another 
community, broadbasing in.iy not occur 
unless the community expci icncing upward 
mobility is numerically much stronger than 
the other. 

The 'inckle-down' privcss has a narrower 
connotation forsimilurreasons.lt means thai 
as a result of macro processes such as 
economic growth,certain bcnelils may accrui' 
to the downtrodden who may be a I ittle hcilci 
oft than belorc. But It may not involve 
reduction in ditferenccs between those wh< 
po.sse.s.s power - social, economic an< 
political - and others who arc deprived 
'Trickle down’ docs not sugges 
empowerment and achievement of equity 

Though broadbasing involve 
empowerment, it is useful to distinguis 
between the two terms. Empowerment of if 
hitherto deprived is the means by whit 
broadbasing is achieved. Empowerment ci 
take place in different contexts. In 
revolutionary proce.ss, empowerment of (I 
hitherto oppressed can be expeaed to le> 
to the destruction of the power struclu 
itself. In an accommodative process on t 
other hand, empowerment leads to t 
widening of the power structure which a 
begin to include more and more of the hithe 



dqwved. Broadbasing is an accomnuxlalivc 
process in this narrow sense and niH a 
revolutionary process. In fact, broadbasing 
may slow down or ev^n preveni a 
revolutionary process. 

However, I hasten to add that broadbasing 
is not an automatic or preordained process 
and certainly not a result of the 'charity' of 
the powerful. It occurs as a result of conscious 
efforts on the part of deprived .social groups 
and their visionary peers to improve their 
status. It may be a slow process, but not a 
smooth one and has to overcome resistance 
at every step. It involves relentless struggles 
to change the existing social order, and in 
this context it is a revululionury process (for 
a documentation of these struggles, sec Rao 
l978;Oommcn 19‘)l); Omvedt 1994; Zellim 
1996]. It is an accommodative pnvess only 
in the restneted sense that the powerbase of 
society is widened without necessarily 
displacing those already in the powerbase. 
It compels the powerlul to share their power 
more equitably. 

Broadbasing is different from integration. 
Families of the deprived castcs/classes who 
join the mainstream of society may retain 
their separate .sciciul and cultural identities 
and may not become one integrated mass of 
hoinogcncous people. To the extent that 
integration indicates inclusion in the power 
base of the soeiciy and sharing benefits and 
functions on an equitable basis, hrondhasing 
can lie said to be involving integration. The 
term 'integration' i.s al.s'o used as indicating 
incorporation into a system ol inter- 
rclntionship.lnthisscn.se also. It differs from 
broadhasmg. The ex-uiUouchables were 
integrated into the rural Hindu society, with 
certain duties clearly earmarked fur them, 
whereby they were very much a part of the 
I rural society and economy. Yet, they were 
not a part ol the rural power structure and 
their 'integration' could not amount to 
broadbasing. Thus the term 'integration' i.s 
used wiih differcni connotation in different 
contexts, and does noi exactly and 
unequivocally convey broadbasing. 

The connotations ol broad basing and 
democratisation come quite close to each 
other, hut they are not identical. Though it 
’can be an end in itself. dcmcKralisalion can 
be taken also as a means of achieving and 
^maintaining broadbasing. Moreover, 
'democratisation is used more with leference 
■o polity and to a lesser extent the society. 
Jut its connotation with reference to the 
>:onomy is not always clear. Broadbasing. 
;trietly speaking, applies to all the three 
,pheres. It means not only the s^vini of 
lolitical power svith the hitherto depri^vd 
nd the end of smal indigniiie* hea^ on 
lem, but also ihe sharingof econoipic power 
nd prosperity. In practice, there inty^ lags 

tlw operation of broadbasing between the 

.. i spheres. 


I 

Broddbaring Procevs in the Put 

An important characteristic of Indian 
society is that k was never neatly bipolar. 
Though the dominant elite and the most 
deprived were always identifiable, there was 
also a vast mass of people between them who 
enjoyed some independent status whose 
support was valued by the elite. Though 
brahmins, kshatriyas and vaishyas clearly 
constituted the el ite, others cortespondi ng to 
today's OBCs placed in between the elite 
and the dalils were an important segment of 
society. They were a heterogeneous class, 
some of whom had control over landed 
property while others working as labourers. 
In a complex society like this, both 
broadbasing and marginalisation could be in 
operation. Peasant castes who were called 
upon to join the armies in support of the 
kings or the colonial regime could claim and 
even attain a higher rank in the social 
hierarchy Some of them even established 
new kii^gdoms and started new royal 
dynasties. Thisupgradation of peasant castes 
was not necessarily a zero-sum game, and 
must have resulted m the expanskin of the 
power ha.se of society. This process was not 
confined onlytotho.se who had martial talent; 
some must have travelled In other lands 
taking up trade and claiming themselves to 
be shreshthis or vaishyas. Even the entry to 
the class of the learned was not entirely 
clo.sed i.s generally believed. The most 
celebrated among the Sanskrit writers - 
Valmiki, Vyasa and Kalidasa - were not 
brahmins but came from the most deprived 
classes. Similarly, Satyakama Jabaala, an 
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eminent philosopher who wrote Aranyakm 
in Sanskrit, came from a low stratum of the 
society. It is clear that Sanskrit was not an 
exclusivedomatn ofbrahmias. Those persons 
who showed talents in philosophy and 
literature were honoured members of the 
class of the learned and were treated as 
brahmins. How could such eminent examples 
like Kalidasa emerge unless there was somc 
openness of entry for the lower eusics in ihe 
world of learning? 

But (here are also examples like Ekalavya 
who was denied the education he craved for 
and was compelled to cut olf his thumb for 
having learnt archery though not a kshatriya. 
Evidently, ancient Hindu society is not 
amenable to easy generalisations. It was not 
a static society and 'religion' itself had been 
changing. Manu's doctnnes were written at 
the most decadent phase of Hinduism, but 
his work never had the same stature in 
Hinduism as the Uixmishads which were 
written in an age of free inquiry by all those 
who were interested in philosophy 
irrespect i ve of cl ass or caste. Marginal isaiion 
dominated broadbasing during the decadent 
phase ot Hinduism, when .society became 
ngid determining status by birth rather than 
by talcn' Notions of punty and pollution 
constituted religiosity, pushing the 
philosophy of Vpanishuds into a distant 
corner. Society became so hierarchical 
and stratified, that it also became vul¬ 
nerable to attacks by extetiial forces. The 
defeat of Hindu kings wiih larger armies at 
the hands of Muslim invaders with much 
smaller armies would iioi have occurred 
on such a large scale in the country but 
for the alienation of the mitss of Hindus from 
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FORaprrhe Feilow Programme is a full time residential doctoral-level programme designed to 
broadb- equip Students for careers in teaching, training and research in functional and sectoral 
pl^ areas of management. The Fellow Programme students can select their specialisation 
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i AREAS □ Corporate Strategy & Policy Q Economics & Social Sciences 
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ELIQIBILITY * A Master’s Degree with a minimum of 55 per cent marks (or equivalent 
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apply, provided they complete the examinations and all other requirements for the 
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OR 

* First Class Bachelor’s Degree in Engineering / Technology with a minimum of 
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Post-Graduate Programme of lIMB (For details see CAT advertisement appearing 
separately). * PGPs from IIMs with minimum CGPA 3 out of 4 or equivalent are exempt 
from CAT and first year course work. 
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qualifications and experience to cover the average monthly living expenses 
(including fee, room and board) of about Rs. 1400 - An annual contingency allowance 
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OHOW TO APPLY: Step 1. Take Common Admission Test (CAT) on 14th December 
1997. Step 2. Obtain admission forms free of cost from FPM Office, Indian Institute 
of Management Bangalore, Bannerghatta Road^ Bangalore • 560 076 and apply. 

Requests for forms must be accompanied by a self-addressed envelope (size 9*x12') 
affixed with stamps worth Rs. 17/- and a self-addressed slip, 

g>LASTDATES: 1) To receive requests for application forms : October 31, 1997. 

2) To receive completed application forms ; November 26, 1997. 



the power bate and the stratification of the 
soc^.' 

Yet, Hindu society did not remain static 
after the days of EkaJavya. Gautham Buddha 
was probably the first to criticise the caste 
system and tqect the scriptures that sanctiried 
it. After a lung gap. Hinduism underwent 
many upheavals towards broadbasingsociety, 
thanks to the Bhakti movement. The 
philosophy of this movement was that any 
person however poor, irrespective of caste, 
could realise god and attain bliss through 
simple devotion to god. The Bhakti saints 
preached their philosophy in people's own 
local languages, rejecting Sanskrit. The nxrts 
ofBhakti phi lo.sophy go back to pre-decadent 
Hinduism, expressed el(x]ucntly in Narada’s 
Bhaktisuims, Riumyana (illustrated through 
characters like Hanuman and Shabari) and 
the BhaguvadGeeta. The Geeta has a separate 
chapter on Bhakti Murg, a distinct path in 
its own right for spiritual attainment. 
Nevertheless, ntuals and rules of purity and 
pollution gained dominance later, relegating 
all the paths of spintual attainment mentioned 
in the Ger'n to The background. It is for a 
historian to say what revived the Bhakti 
movement again, adding a distinct social 
flavour of anti-ca.stcism, anti-ritualism, 
compassion for the poor and equality of 
human beings. It is possible that the entry 
of Islam into India and its egalitarian 
philosophy could have been an indirect 
influence. However, even before Islam could 
have had an impact, Ramanuja (I Ith-I2th 
century) in the deep south not only revived 
the Bhakti philosophy but also took into his 
fold non-brahmins and even the 
untouchables. He looked upon caste 
distinctions with contempt.- 

Approximaicly around the same ti me (12th 
century), a socially aware and explicitly anti- 
caste Bhakti movement was started hy 
Basaveshwara, in south India, also before 
the impact ot Islam there. He called upon 
people to respect manual labour and end 
castcism and inequality in .society. He took 
into his fold devotees of low castes including 
untouchables and even inspired a marriage 
between the daughter ofhis brahmindisciple 
with the son ot a disciple of untouchable 
caste. Similarly, before the infitienccof Islam 
was fell in Maharashtra, Sant Jnaneshwar 
(13th century) interpreted BhagavaJ Geeta 
for common people in Marathi to .say that 
for the supreme god, caste differences did 
not matter and all people were the samc.^ A 
dalil saint Chokhamcia (13th-14th century), 
i andEknaih(l6ihceniury)weremoreexplicii 
in denouncing caste differences. Islam had 
'. made its presence felt in Maharashtra by the 

> UmeofEknath.However.thespreadofBhakti 
; movement almost all over die country and 

> its use as an instrument for social uplift of 
; the lower castes was largely a later, if not 
, entirely, a post-lslamic phenomenon in most 


parts of India and this was no accident. The 
revival ofBhakti andegalitiuianism-whethcr 
influenced by Islam or not - enabled 
Hinduism not only to survi ve but even thri ve. 
Hinduism ceased to be mere brahmanism 
thanks to the Bhakti movement. 

The most interesting aspect of the Bhakti 
movement was that it enveloped all the castes, 
including the lower castes and even the 
untouchables. 2^lliot (I966:xiii) has listed 
several bhakti saint-poets from among the 
untouchables - Nan^ar, Tiruppan Alvar. 
Ravidas, Chokhamela, Mahar (3npal Baba, 
andachambhar woman saint culled 'Santbai'. 
There were several other .saints like Gora 
Kumbharaand Kanakadas from the so-cailed 
lower castes, though not untouchables. Some 
of them couldeven upgrade the status of (heir 
castes. The mo.st prominent among such 
examples is the movement in the early part 
ofthe2()thcenturybyNarjyanaGuruSwamy 
in Kerala who transformed the formerly 
untouchablecastc of Izhavas into an honoured 
pan of caste Hindu society [Pulapilly 1976; 
Rat) 1978:197-98). 

'Sanskritisation' was another route to 
broadbasing Indian society. This is a concept 
which M N .Srinivas introduced into Indian 
Sociology as early as in 19521 .see hi.s Religitw 
and Society Among the Coorgs. and Social 
Change in Modem India (1966), 1977) It 
is a 'process by which a ‘low’ Hindu caste, 
or tribal or other group, changes its customs, 
ritual,ideology and way of lifcinthedirection 
of a high, and frequently, ‘twice bum' ca.ste' 
ISnnivas 1977:6). Itcan alsoincludethcway 
in which the whole caste or community is 
reorganised. A prominent example is the 
way some of these communities established 
'mathas' or monasteries just like brahmins 
and staned their own ‘gum parampara’. The 
heads of these maths played not merely a 
religious or ideological role, but also a 
political role for extending the sphere of 
influence of their respective communities 
However, Sanskritisation has serious limii.s 
in achieving broadbasing. As Srinivas 
explained; 

Sanskritisation is generally occoinpanicd by 
and often results in upward mobility for the 
caste in question: but mobility also may 
occur without sanskritisation and vice v ersa 
However, the mobility associated with 
sanskritisation.. .takes place in an essentially 
stable hierarchical order. The system itself 
does not change [Srinivas 1977:7). 

What is equally significant is that 
Sanskritisation “enabled low castes which 
had acquired wealth or power to shed thetr 
low ritual status and be included among the 
high ea.stes”[Srinivas 1977:93). It is not very 
helpful for a caste which docs not already 
have wealth or political power, though it has 
been used by such castes os a symbol of 
protest. By itself. Sanskritisarion could not 
have been instrumental in obtaining material 


berKflts but ceruinly in enhancing seli- 
respcct and social stature. Wfliile the Bhakti 
movement dominatedthe pre-Bntish period, 
.Sanskritisation appears to be mainly a 
phenomenon which became prominent 
dunng the British period to compete with 
upper castes in extending influence. 

During the British period, both 
marginalisation and broadbasing were in 
operation with renewed intensity, and it is 
difficult to say which of the two dominated 
uhimately. Rut at least up to the early part 
of the 2()th century, marginalisation seems 
lo have dominated. Marginali.salion took 
place mainly through thousands of rural 
artisans losingiheirjobs because of the import 
of tactory-madc products and also because 
of the introduction of zamindari system of 
land tenure. Both strengthened the hold of 
the upper castes. The spread of modem 
English education on secular lines was a 
double edged weapon On the one hand, it 
produced a new cliiss of English educated 
elite differentiated from the bulk of [icople 
who could not afford access to modem 
education and found themselves unable to 
benefit from the new opportunities thrown 
open hy technological development and 


TaBi>. 2 WoRM-DRCfc PArrEHN AMOMi 
SCs ANii STs AS OiMPAKEU WITH OniEJts IS India 



Prupctrtion (Per Cent) in 
Total Mam Workers of 


Agri- 

culluml 

Labour 

C iilii- 
vulors 

Agri- 

cullural 

Workers 

1961 

SCs 

M.S 147 7| 

37 8 

72 3 

STs 

20.1 (22 4) 

69 6 

89 7 

Others 

I2.S(I88) 

54.1 

66.6 

A}J Gruup& 

! 6.7 (24 0) 

52 8 

69.5 

1971 

SCs 

SI K (6S.0) 

27 9 

79 7 

Sis 

33 111.36 4) 

51 6 

9 16 

Others 

20.2 13^9) 

45 1 

65 3 

All Groups 

26 3(37 8) 

43 3 

69b 

1981 

SCs 

48 2 (63.1) 

28 2 

76 4 

STs 

32 7 (.37..'') 

54 4 

87 1 

Others 

18..S(30.1) 

4.3 0 

61.5 

All Groups 

24.9 (.37 4) 

41.6 

665 

1991 

■SCs 

45 4(65.8) 

23.6 

69 0 

STs 

32.7 (.37 51 

.54 5 

87 2 

Others 

20.1 (33.2) 

40.5 

606 

All Groups 

26.1 (40.3) 

.3* 7 

648 


Source Catciilaicd from respective Census 
of India Reports. 

Sole. (I)Whilethepercontagesarewuhicspect 
to total workers for 1961, they are 
with lesperi to total mom woikm 
(excluding secondary woilten) for 
olheryears. Thus, figures of 1961 are 
not strictly comparable with 
sub.sequenl ycvs’figures. * 

(2) Figures in brackets ok prrrrUgi i 
of agricultural labour to totkl 
agricultural workers Tlw reef 
consriiule culdvidan. 
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urbanisation.Onihcoiher hand, the influence 
oCdenux-Tatic values and entry of Christianity 
into India made Hindu intellectuals and 
leaders sit up and introspect about (heir 
stxricty, 

The influeneeofnew values like democracy 
and human nghts stimulated a variety of 
social movements. Some of them were 
reformist, which sought to change the 
character tif Hinitu society trying to making 
It moa* democratic, rational, humane and 
cguliianan. These movements like Brahmo 
Samaj. Prarthana Samaj and Arya Sumaj 
sought to reorder Hindu society on ntJii-ca-stc 
lines and attracted many intellectuals. 
Hinduism interpreted by Rumakrishna 
Paramahamsu and S waini V i vekanand (1863- 
1902) condemned castcism and religious 
bigotry, and laid .strong emphasis on social 
service and iiplil'i of the downtrodden.' 
Mahatma (landhi the most prominent ot 
them, took up with great eamesme.ss the 
cause of those whom he called harijans 
(children ol ginl), hut within the framework 
of the Hindu society 

One of the spectacular success stones ot 
tramslormatinn ot an almost untouchable caste 
intoa powerful community playing its rightful 
part in the mainstream ol Indian Society 
relates to the nadars in Tamil Nadu. Being 
toddy tappers earlier, they were considered 
a defiling caste with no entry permitted into 
temples and were barely above untouchables. 
They had a landowning subcustc who took 
to trading uLso and started a proce.ss of 
Sunskntisatiun by the end of 19th century 
which enveloped almost the entire 
community. They claimed Kshatriya status, 
organised L'panayanams (thread ceremonies) 
like caste Hindus and built theirown temples. 
But this was all bitterly resisted by dominant 
castes who attacked them in organised ways. 
When they .saw that Sanskritisalion was not 
enough to meet their objective, a caste 
association was formed in 1910 which played 
a key role in their uplift on all fronts - 
educational, political, .social and economic. 
The association even discouraged their 
community members from continuing with 
their traditional (Kcupation oftoddy tupping. 
By the time of independence, trading and 
industry became the main occupation of the 
community. It staned playing a key rote ir 
the state and even national politics bringing 
forth a leader of Kamaraj's stature.' 

Some of the movements, particularly like 
the one launched by Periyar E V Ramaswamy. 
went beyond reformation, challenged not 
only the hold of brahmins but al.so the tenets 
ofHinduismitscIf. Hcdidnoi confine himself 
to upward mobility of one particular caste 
but addressed all non-hrahmins. However, 
his followers did not quite go out of the 
Hindu society. The nun-brahmin movement 
in Karnataka did not go so far as to denigrate 
Hinduism but they too, like their Tamil Nadu 


counterparts, played an important role 
demanding and securing reservation in jobs 
for non-brahmins. The main bcnericiaries of 
(his were the non-brahmins of the 
intermediate castes in the first instance. Such 
benefits were subsequently demanded by 
leaders of depressed classes (SCs/dalits) for 
their communities too, even before 
independence, as they deserved these benefits 
more than intermediate castes fSrinivas 
1996;xv-xvii), The dalii movement under 
the visionary and spirited leadership of 
Ambedkur was also started before 
independence. He did not stop at demanding 
reservations but also gave a shock to the 
Hindu .society when along with his followers 
he formally came out of it and embraced 
Buddhism. But this was in 1956. that is, 
nearly nine years after India attained 
independence. Protest movements and 
demand for reservation could not have by 
themselves gone far enough without access 
toeducaiional facilities. Modem educational 
facilities were largely restricted to major 
cities. and even primary education was hardly 
available to hulk of the people. One of the 
major tasks which heads of non-brahmin 
maihas, for example the vccrashaiva or 
Lingayat swumi.s in Karnataka undertook 
was to create facilities (brprimary and higher 
education not only for the people of their 
own communities but for others. It was not 
confined to starting schools. Hostels were 
also started for rural children often with 
treeship facilities for the poor. The richer 
people of these communities donated vast 
atnounts of money to the matha.s for this 
purpose. This process was started even before 
independence, and was continued Ihcteaflcr. 
In the princely state of Mysore, the Wodeyar 
kings built u wide network of schools even 
in small towns and villages which greatly 
benefited rural ba.scd non-brahmins. The 
famous Shahu Maharaj of Kolhapur started 


these facilities in western Maharashtra, 
enabling maraihas and lower castes to have 
access to education. However, the mqjor 
beneflciariesofthe.spreadofeducationbefoie < 
independence were hitherto backward 
castes fairly above the level of dalits, until 
Ambedkar took up this task himself in a 
major way. His work continued well after, 
independence and his task is yet to be fully* 
accomplished as can be seen from the 
following section. 

II 

Broadbasing after Independence 

The Bhakti movement, in spite of its vast 
spread both over caste hierarchy and almost 
ail over the country, had not mi^e its impact 
in terms of ending the caste system. Even 
tlic worst feature of the Hindu .society - 
untouchabiliiy and oppression of dalii.s - 
continued unabated. How have the dalits 
fared at least after independence? How has 
the btoadbasingproccss beenoperatmgnow. 
in contrast lu the past? Could we say that 
at last brnadbasing has staned dominating 
over marginalisation now? 

A major problem in ending ca.steism, in | 
.spitc of thestniggle of many castes to upgrade 
theirsiatus. was that while intermediate castes 
wanted to improve their social status, they 
did not like those below them to come up. 
Snnivas has summed up this attitude as, “I 
ant equal to those who think of themselves 
as my betters, I am better than those who 
regard ihem.sclvcs a.s my equals, and how 
dare my inferiors chiim equality with mcT' 
f.Srinivas I977'921. Consequently, the 
backward class movement in .south India 
(mainly Karnataka andTamil Nadu), which 
demanded reservation of jobs and sought to 
cut brahmins to their size, did nut much 
address itself to the plight of dalit.s. As 
Radhakrishnan observed; I 


Table 3; Sizewise Distkibittion or Opekatkinai. Hiildinos and Area in Inoia 
AMONG SCs. STs ANO OTHERS 


Sire Class 

_ SCs 


STs 


Hihers ^ 

All 


in heel 

Nn 

(Her 

Cent) 

Area 

(Her 

Cent) 

No 

(Per 

Cent) 

Area 

(Her 

Cent) 

No 

(Her 

Cent) 

Aren 

(Per 

Cent) 

No 

(Her 

Cent) 

Area 

(Per 

Cent) 

In 1980X1 
Below l.(J 

6X.y 

21 8 

.39.8 

7 8 

56.2 

11.7 

56.4 

13.1 

lio < 2 

Ift4 

20 2 

22.6 

13.3 

17.9 

13.7 

18.1 

14.1 

2 III <4 

9,5 

22.4 

20.5 

23.1 

14.0 

20.8 

14.0 

21.2 

4 to < 10 

4,.S 

30.8 

13.7 

.33..5 

9.3 

29.1 

9.1 

29.6 

iO and above 

0,9 

4.8 

3.4 

22,3 

2.6 

24.7 

2.4 

23.0 

Tolnl 

too 

100 

■^100 

100 

100 

100 

100 

100 

In 1990-91 

Below 1.0 

71.8 

25.7 

42.9 

9.9 

58.6 

14,5 

59.0 

149 

Ito < 2 

16.0 

228 

24.1 

16.5 

18.9 

169 

19.0 

17 3 

2 to <4 

8 3 

22.4 

19.7 

25,7 

13.3 

22.9 

132 

23.2 

4 to < in 

3.3 

19.0 

[I 1 

31.3 

7.5 

27.4 

72 

27.2 

10 and above 

06 

10.1 

2.2 

16.6 

1.7 

18.3 

1.6 

17.4 

Total 

too 

100 

100 

100 

100 

100 

100 

100 


Suun-e : AKiiiutmral Census 1980-81 and 1990-91 (Provisional). 
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Ovenll tocUl equality, that la, equal righu 
for gooda and services of society, md equal 
(rcttsnent in social life (say. In the sense of 
formal equality ns enshrined in the 
Conitilutlon) of individuals irrespective of 
caste and community, was neither a central 
issue nor an underlyi ng motivation for these 
movemenu [Radhaknshnan I9%;I29]. 
The resistance of intermediate castes to the 
iward mobility of those below them was 
ast often expressed in social boycott and, 
3rse. in violence.Theseintermediate castes 
issessed wealth and power in which some 
them were superior to brahmins, and what 
more, they were also numerically dominant 
impared to the dalits. The entry of peasant 
asses belonging to intermediate castes into 
c mainstream of Indian politics and power 
niciure contribuied significantly to the 
oajbusmg of Indian polity, but it also 
larpened the contradictions between them 
ul dalits who were mainly agricultural 
hourers INadkami I9H7: Chapters I and 
|. Thus the resistance from intermediate 
istes to the rise of dalits could not be taken 
ghtly. 

To make matters worse, even the dalits 
lemsclves were hierarchically stratified. 
Iiu.se who were doing agricultural labour 
■ere considered above those who did leal her 
'iirk.andthcyintum were considered above 
lose who traditionally did .scavenging. In 
.amataka and parts of Andhra Pradesh and 
'amll Nadu, ‘right hand’ SCs consider 
lemsel ves superior to ‘left hand' SCs f Beck 
d72|. This caste based hierarchical attitude 
ras not confined to Hindu society, but 
overed Muslims and Christians also in south 
>.siu (Pakistan and Bangladesh included), 
ven Buddhists in Sri Lanka are nut free 
urn cusleism. OmvedI thus finds casicisiii 
typical south Asian phenomenon. She has 
bscrved that the influence of Hinduism in 
luih-east Asian societies did nothing to 
rcate a ca,sfe system (here. Caste sy.stcm 
merged nut of the socin-cultural and 
;onQmic teaiua’sofilie subcontinent, (hough 
linduism m India authenticated it [Omvedt 
W4-.31, 321. 

One ol these socio-economic features in 
idia/suuth Asia, is the 'jajmani' system, 
hich gave a structure and base to the caste 
rstem and sustained it over time. In this 
wlexl Srinivas observes: 

As long as ihe mode of production at the 
village was caste based, denunciations of 
inequality from saints and refnmiers, or from 
(hose professing other raith.s, proved 
ineffective, it was only when, along with 
ideological attacks on caste, education and 
employment were made accessible to all and 
utbanisauun and industrialisation spread, 
that systemic changes iKcuned in caste 
[Snnivas 19%:xivl. 

The systemic changes weakening caste 
erarchy have been operating in post¬ 


independence India with ever increaiing 
strength. At no time in the past history of 
India, have theae changes been operating so 
fortefully and on such a wide scale. This has 
been a major cause of turbulence in Indian 
society, because these changes meet with 
resistance from castes who have wealth and 
power. But the modem forces of change are 
bound to weaken this resistance with the 
result that even if separate castes continue 
as mere jatis or distinct communities, ritual 
superiority and inferiority would no longer 
continue. In fact, this ritual hierarchy and 
ideas of caste pollution have already vanished 
in urban areas, and are on the way out in 
villages.* It is useful to identify and briefly 
describe the changes which ate weakening 
if not ending the caste system. 

Oneofthe important changes is the growing 
dissociation of caste from their hereditary 
occupations. Karanth mentions the 
breakdown of two institutions as being 
responsible for this, since these institutions 
had confined respective castes in their 
traditional occupations. One of them is the 
caste punchay at nr council which had aquasi- 
judicial status. They were deprived of their 
power after the passing of the Constitution 
of India in 1950. ‘This meant that members 
of any t asie could choose any occupation 
Ihey liked. The second is the jajmani system, 
un^r which 'members of certain castes 
rendered their services or supplied gtxxis to 
the village community, particularly the 
landowning dominant castes, in return for 
an annual wage paid in kind, (which) was 
a part of a wider patron-client relationship'. 
Karanth (1996:89-90) also mentions that the 
dissociation of caste from its traditional 
occupation was accelerated by other forces 
loo such as industrialisation, the spre.id of 
education, urbanisation, and t)ie emergence 
of new occupations. 

Karanth also notes, however, that caste 
mobility after independence arising out of 
dissociation of caste from occupation was 
more visible among the backward castes 
above dalits. He found members ot the madiga 
or holeya castes (dalits) in rural Karnataka 
continuing in their traditional occupations. 
The land owning dominant castes have used 
political pressures, lies, threats and any other 
means at their disposal to ensure service 
from dalits. 


Indeed one of the results of the 
implemenution of welfare mcuures for the 
weaker sections in rural areas has been to 
enhance their dependence on Ihe leaders 
from dominant castes; government officials 
often depend on the latter for identifying 
beneficiaries from (he weaker sections 
[Karanth 1996:92], 

Yet. it would be unrealistic to say that 
dalits today have stayed where they were 
during (he 1940s and 1950s, and to ignore 
the progress made by them in overcoming 
their earlier docility, and in gaining self- 
respect andpolitical strength Unfortunately, 
reports of atrocities on dalits continue to 
pour in but most of these atrocities are a 
reaction to the assertiveness of dalits and 
intolerance of landowning dominant castes 
to the increasing political strength of dalits. 
Such airociiies, as Srinivas says, cannot any 
longer be suppressed Irvm the media, 
legislative assemblies and the parliament, 
and politicians are shamed into taking action 
against the culpnls though such action may 
often be inadequate (Srinivas 1992.24-25). 
Hopefully, the days are not far off when 
other castes begin to accept Ihe upward 
mobility of dalits as a laci of life if not 
encourage it. Thi- is already happening in 
urban areas. 

Obviously much more powerful f«:iors 
arc operating than the decline ot jajimani 
system and the decline of caste panchayais 
which have led to an upward nobility of 
dales. Of them, the most important is the 
dalit movement led by Babasaheh Amhcdkar. 
There is reason to believe that he has 
succeeded whete Bhakti saints failed. Apart 
from the fact that he was born among the 
very people whose lot he wanted to change, 

TsBLt S RCPKfSFM 4TIOV OK SCHEUI ICO CSSTt: 
CM) .ScHEon to Tames is Ksassi s Smte 
Cini, Sea'icF 


Proportion Proportion 

(Per Cent) in (Per Cent) in 
Total Employees Total Population 
.SCs STs SCs STs 


1971 

8 47 

0^)2 

13 14 

0 79 



1 25 

15 10 

4 92119811 

1990 

1147 

2 19 

16 38 

4.26(1991) 

1994 

14 62 

2 80 

NA 

NA 


Stturif. Ruyappaand Sekhor l9%'Tai)les I and 
2 on pp 51 and 52 


Tsacc 4. Avekacc Sra; of Hoioinc.s of SCs and STs and Theib Shake in total AatA of 
OfeRATKINAl HOLDmeS AS COMFAKB) WITH OtHEKS IN INDIA 



Average Site of 
Holding (hect) 

Share (Per Cent) in 
Area of Holding 

Ratio of Share in Land 
to Share in Populaiion 

1980-81 

1990-91 

TOSO-Il 

r990Sl 

1960-8) 


SCs 

1.15 

too 

7.0 

7.9 

0.45 

(1.48 

STs 

244 

2 to 

10 2 

10 8 

I 30 

1 35 

Others 

1.88 

1.61 

82.8 

81.3 

1 08 

1.07 

■Ml 

1.84 

I..57 

too 

too 

1 00 

1.00 


SoHiTe.i:CalcutatedfromAgricii/rNFalCeiisiue.raf I9lt()-lll and 1490-91 (Provisional) reapectively. 
Shares in population ore calculated from the Censuses of India of 1981 and 1991. 
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he was an eminent social scientist and as 
such he analysed the causes behind the 
oppression of dnliis and sought a scientific 
and holistic solution. His strategy rests on 
three pillars - eilucation. organisation and 
struggle for rights. He mobilised them and 
raised their level of consciousness and self- 
rcspcci; tried to provide them educational 
facilities incltidiiig college education: 
demanded iheii due in government jobs 
through reservations, and at a cultural level 
shook the complacence of the Hindu .society 
by changing his religion along with tlHHisands 
ot his followers. Ambcdkar undertmik his 
ta.sk of uprooling the caste system tn an 
entirely non-violent, peaceful and 
conslitiilional ways. He did not want India 
to be destroyed and fragmented, and his 
struggle lor social justice for all was a part 
of his greater effort of conlribulmg to laying 
down the foundation of a denuK'ratic India. 
He wanted dalits to prosper as a part of the 
mainstream in India and not in i.sulation. His 
intiuenec on dalits did not die with him. On 
the contrary, there is a new resurgence of 
his ideology inspinng the dalit movement all 
over the country 

Thanks to the intluencc of the farsighted 
leaders like Mahiitma Gandhi, Ambcdkar 
and Pandii Nehru, India chose the path ol 
democracy based on adult friuiehisc. This 
facilitated the hroudbasing process like no 
other and imparted political consciousness 
tn the mas.ses. Political leaders had lo go to 
the masses at least periodically Leaders 
themselves had to emerge from the musses. 
Welfare programmes had lo be launched for 
the benefit of the masses, the benefit of 
W’hieh went mainly to the other backward 
cla.sscs. scheduled castes and scheduled 
tribes, who together constitute about half of 
India's population. As Srinivas puls it: 

... no other country in the woild. poor or nth. 
is pursuing ctonoinic development and at 
the Slime timeproviding spceiul faeiliticsfoi 
sucha large setiKin ol its population [Srinivas 
1992:15J. 

What IS more, this democracy was 
combined with 'protective di.scnminution' 
lor the SCs and STs written into the 
Constitution, so that the weaker can compete 
with others moa- equitably. This benefit has 
now been extended to OBCs as well. Mure 
and more of the dal its are entering government 
jobs and educational in.stitutions as a result 
of this policy. There is re.scrvation for them 
in the legislative a.s.scmblics and parliament 
too so that they can have equitable share of 
power. 

Not only do high caste cundiduies. seeking 
election lo a legislative body, have to 
approach members of the scheduled castes 
for votes, but many members of the high 
castes have to approach Scheduled Caste 
Ministers fora variety of favours. And it is 
well to remember that thc.se events are 


happening for the first lime in the history 
of India [Snnivns 1992:23], 

Another powertui force which facilitates 
broadbasing is economic development, with 
its attendant forces of growth of modem 
technology and urbanisation. Growth of 
technology can raise pnxluctivity and free 
human beings from drudgery and work of 
low .status and income. However, ii can also 
deprive work opportunities and the rate of 
growth of employment should he significant 
enough to offset unemployment created 
initially hy replacement of obsolete 
technology. Urhanisotioncan frcedalits from 
the feudal oppression of the rural society and 
can give new opportunities fur advancement, 
provided that urbanisation is not of the kind 
where the weak arc simply pushed out of 
villages into urban slums. Though economic 
growth is not identical with economic 
development, it has al.so a great potential for 
facilitating broadbasing. This is because with 
given GNP and wealth, a person or 
community can advance its well-being only 
at the expen.se of oihers. This i,s a situation 
full of potential for eonflicl 
On the other hand, in a situation of higher 
economic growth, more and more 
opponumiics arc created for the welfare of 
all. When economic growth is explicitly 
combined with welfare programmes for the 
poor, a still better situation is created to sec 
that the benefits of growth arc shared more 
equitably. If this situation is combined with 
democracy basedon adult franchise, freedom 
of cxprcs.sion, and conscious political 
movements hy the weaker sections, us in 
India, wc should have an ideal situation for 
broadbasing. However, the rate of economic 
growth in British India was close to nil, and 
even after independence up to the 19K()s. 
GNP growth was only a little above the rate 
of growth of population. It is only from the 
beginning of the 1990s that GNPgrowih has 
significantly exceeded the rale ol growth of 
population. However, unless economic 
growth al.so leads to social development 
through conscious ptilicies and programmes, 
and its nature is such as to create more jobs 
rather than tn reduce them, it cannot result 
in substantial gains for the weak. Moreover, 
the weak should also have the facilities to 
learn new jobs and skills to cope with new 
technologies. Otherwise, wc can only have 
dominance of capitalist marginalisation 
instead of feudal marginalisation pushing 
the broadbasing process into a comer. 

Since the beneficial effects ot cctftomic 
growth arc subject to so many 'ifs' and 
‘huts', we may now examine in terms of 
actual data how far dalits have benefited after 
independence in relation to other groups. 
Due to paucity of data separately for SCs 
and STs, their.status and progress is analy.scd 
here mumiy in terms of theirpopulation size, 
their literacy rates, their proportion of urban 


population, the pattern of their workforee, 
their landholdings and their share in 
government service. As far as possible, this 
is done from 1961 onwards up to 1991, and 
their status is compared with ‘others’ 
(population excluding SCs and STs). Due 
to non-availability of separate data forOBCai, 
their status is not analysed separately; they 
are included in ‘others’, it would have been 
desirable to tty other indicators ot quality 
of life of dalits such as infant mortality rates, 
life expectancy and proportion of graduates 
in adult population. Regrettably thc.se details 
are not available for them. However, the 
indicators used here can serve broadly lo 
show the progress achieved by them, "fhe 
significance of literacy as an imporlani 
indicator of quality of life is now well 
established. A study has found a high negative 
correlation between literacy rates and infant 
mortnlily rates, hothacro.ssdiircrentcounlrics 
of the world and across different states in 
IndiafSnnivasan 1988:358] As literacy rates 
improve infant mortality is found to decline: 
also, a scn.se of .sclf-respea and consciou.sncss 
of their rights would increase. Urhani.sation 
IS also very important for dal it s as it reprcseni.s 
an escape route from oppression and 
discrimination rampant in rural areas. 

Table 1 presents the populalionofSCs and 
STs, their proportion to population of all 
groups, their literacy rales and the proportion 
of their urban population, as compared to 
others. The proportion ol SCs in the total 
population of all groups has increa.scd Irom 
14.7 per cent in IWI lo 16.3 per cent m 
1991. and that ol STs Irom 6 8 per cent in 
1961 to 8 per cent in 1991. A small part of 
this increase in population is due to the 
inclu.siun ot a few communities into these 
groups in tile intervening period. The literacy 
rates are quite lower among S(?s than among 
others, and the same among .STs still lower 
than among .SCs, Thtiugh both S('s and STs 
have improved their literacy rales by over 
fiveiimesbctwecn 1961 and 1991,an improve¬ 
ment in absolute terms is not enough, it is 
necessary to reduce retail vedispariiy as well. 
The disparity between dalits and others in 
literacy in terms of percentage points has re¬ 
mained roughly the same during the last 40 
years. Naturally it require.s a greater effort 
to spread literacy among dalits than among 
others to bndge the disparity. India has set 
the target of achieving total literacy by the 
turn of the century: when this is achieved, the 
dispaniy in this regiud would be wiped out 
Let us lake a Irxik into the present pattern 
ofdilTercncesin literacy ratesof these social 
groups across different stales of India. The 
Appendix table presents these data for 1991 
The lowest literacy rate among SCs is found 
in Bihar f 19.9 per cent), - a stale having thc 
dubious di.stinctiim of reporting the mo.o 
atrocities on dalits. On the other hand, it is 
highest in Kerala (79.7 per cent) followed 



by Gujarat (61.1 per cent), ttatea where such 
atrocities are hardly tepo^ and dalits seem 
to be in the mainstream. A higher literacy 
rate may not be enough, but this seems to 
be a fairly dependable proxy for their status. 
Literacy rates among the CTs are higher in 
the north-eastern states of Mizoram (82.7 
per cent) and Nagaland (60.6 per cent) and 
also in Lakshadweep (80.6 per cent), where 
the proportion of tribal population is also 
much higher than the natimal average. On 
the other hand, literacy among STs is lowest 
in Andhra Pradesh (only 17.2 per cent), a 
state known for Naxalism and atrocities on 
dalits like Bihar. 

Literacy rates are higher in urban areas, 
as expected, for all social groups but the 
difference over rural areas is highest among 
STs. Thus the urban literacy among STs was 
56.6 per cent while rural literacy was only 
27.4 per cent in 1991. The corresponding 
figures are 55.1 per cent and 33.3 per cent 
for SCs, and 75.9 per cent and 49.9 per cent 
for ‘others'. In urban areas, the literacy rales 
ore almost the same for SCs and STs, but 
the difference between them is signiilcant in 
rural areas. 

Again, as expected, male literacy rates are 
higher than female literacy rates among ail 
social groups, the difference being highest 
among SCs. In 1991. male literacy was 49.9 
per cent among SCs while female literacy 
was 23.8per cent. Thecorresponding figures 
for STs were 40.6 per cent and 18.2 per cent, 
and for others 69.5 per cent and 44.8 per 
cent. It is remarkable that the male-female 
disparity among STs is even less than among 
‘others' in this respect. 

Literacy rates are influenced by .several 
taciors like the economic status of the 
concerned people, sincerity of efforts of 
government and non-government 
organisations in spreading literacy, and the 
way in which literacy campaigns are 
integrated with other development work. But 
across the states, it would be interesting to 
see how far the numerical strength of SCs 
and STs and also the literacy rates among 
other population explain the differences in 
the literacy rates of SCs and STs, rcspecti vely. 
A higher numerical strength in a state can 
enable a community to exercise greater 
influence over the government or it can attract 
more attention from NGOs for its welfare 
including literacy. Stmilaily. the more literate 
the other people are, it will have an indirect 
positive influence on dalit literacy. If the 
state as a whole is more illiterate like Bihar, 
dalits are also likely to have the same 
characteristic. 

To test these hypotheses, a multiple 
regression exercise was carried out taking 
1991 data with the following variables across 
the states. 

.SCLR > Literacy Rales among Scheduled 
Castes; 


STLR s Literacy Rates among Scheduled 
Tribes; 

SCTPPs Ptoportion(percent)ofSCsinthe 
total population of the state; 
STPP = Proportion (per cent) of STs in the 
total population of the state; 
OLR = Literacy Rate among ‘Others’ 
(excluding SCs and STs). 

Of these, SCLR and STLR are dependent 
variables, while the rest are independent 
vanables. The results are follows: 

SCLR = 2.0204 - 0.6393 SCPP 
(-3.7730) 

+ 0.8517 OLR R^ = 0.8477 

(9.8251) (N = 23) 

STLR = - 4.7365 + 0.1742 STPP 
(1.8788) 

+ 0.6640 OLR R^ = 0.4986 

(3.0710) (N = 24j 

( A/oie: Figures i n brackets below coefficients 
are t values.) 

All the coefficents. were statistically 
significant, and there was no problem of any 
.significant inter-correlation among 
independent variables. However, while our 
expectations turned out to be confirmed in 
ihe case STs (with both the coefficients having 
expected signs), this was not so for SCs. 
With the literacy rates of others being given. 
SCs tended to have lower literacy rates the 
higher was their own proportion in total 
population. What lifted their literacy rates 
was the literacy rales of ‘others'. The 
.statistically significant positive sign of the 
cirefficient of OLR suggesLs that the broad 
basing process is working. When the literacy 
(if ‘others’ increases, the literacy of SCs and 
STs also improves. However, the coefficients 
with respect to OLR are less than one. which 
suggc.sts that even when others' literacy 
improves, both SCs and STs tend to lag 
behind, thcirliieracy improving more slowly 
than that of others. STs tend to lag behind 
more than SCs in this regard. What is 
disturbing in the case of SCs, is (hat a higher 
proportion of them seemed to lead to relative 
indiflcrence to their welfare rather than to 
greater attention or effort for il. if literacy 
is taken as a pro.\> for their welfare or 
development. Actually this is true more at 
the village level. A SC dominant village 
tends to get ignored, while a village where 
dominant castes of Ihe slate are numerous 
gets more attention and welfare programmes 
[Rao 1981:1659]. Howcver.lhis was not so 
in the ca.se of STs, but even here the impact 
of STPP was low compared to that of OLR. 

Coming to urbanisation (see Table 1), the 
SCs are much less urbanised than the ‘others' 
and Ihe STs even less so. Their relative 
position in this respect has hardly changed 
from 1961 to 1991, though of course all the 
social groups arc more urbanised in 1991 
than what they were in 1961. There arc a 
few small states, however, where SCs are 


more urbanised than ‘others’, which are Goa, 
Manipurand Sikkim, but they are exceptions. 
There arc no such exceptions in the case of 
STs. 

The two hypotheses tested in the case of 
literacy rates across stales can be tested in 
the ca.se of urbanisation as well, taking 1991 
data (sec Appendix for data). The following 
vaiiablcs arc involved. 

SCUItB = Proportion of Urban Population 
among SCs; 

STURB = Proportion of Urban Population 
among STs; 

SCPP and STPP as above; 

CURB = Proportion of urban population 
among ‘others’;. 

Of these, SCURB and STURB are 
dependent variables, while Ihe rest are 
independent variables. The results arc as 
follows; 

SCURB = 6.4597 - 0.7979 SCPP 
(-3.8594' 

+ 0.9725 OURB R- = 0.9156 
(14.4329) (N = 23) 
STURB = -8.4058 + 0.0901 STPP 
(1.4514) 

+ 0.5190 OURB R= = 0.6405 
(4.0137) (N = 24) 

i More: Figures in brackets below coefficients 
are t values.) 

Except for the coefficient of STPP in the 
last equation above, all the coefficients are 
statistically significant at 1 per cent level, 
and there was no problem of high inier- 
corrclation among independent vanables. The 
results show a negative association between 
the proportion of SC population and the level 
of their urbanisation. In the .states where Ihe 
former is high, the latter tends to he lower. 
It surely does not. mean that ihe numerical 
strength of SCs acts as a drag on their own 
urbanisation and development. It. however, 
suggests that where their numcH'-al strength 
IS higher, such rcgior lend to neglect the 
development of SCs. In tnecuseof STs, there 
wa.s no st.'Kistieaily signifleani association 
between the two variables; though ihe sign 
IS positive. It is weak. 

As for the urbanisation of ‘others’, il has 
a posiii VC and statistically significant impact 
both in the ease of SCs and STs on their 
urbanisation. In the ca.se of SCs. however, 
the coefficient is close to one, suggesting that 
the erbanisation of SCs keeps step with the 
urhani.salinn of others, though not faster. 
This incans that the initial disparity between 
the urbanisation of SCs and that of others 
remains unbndgcd, though it does not widen. 
In the case of STs, however, the coefficient 
is much less than one suggc.siing that though 
(he urbanisation of STs increases with that 
of others, it docs so more slowly. The 
urbanisation of STs lags behind that of others 
as well as that of SCs. Urbanisotkm.howevcr, 
seems to be more crucially related to welteo 
in the case of SCs than in the case of $Ts. 
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This becomes clear if we analyse the patteni 
of the woitforce among these social groups. 
While abulk of SCs dependent on agriculture 
are agricultural labourers with little or no 
land, the bulk of agricultural workers in the 
case of STs are cultivators enjoying a higher 
status. Table 2 below presents the proportion 
of SCs and STs depending on agricultural 
labour and cultivation, respectively, as 
compared with others, using the data from 
Cen.susesof India for 1961,1971, 1981 and 
1991 for the country as a whole. The 
proportton of workforce depending on 
agriculture has declined only very marginally 
between 1961 and 1991 not only for SCs and 
STs but also for others. However, the decline 
is more significant alter 1971 for SCs, 
suggesting that SCs are more and more taking 
up other occupations outside agriculture. 
Another feature of workforce pattern which 
holds for all social groups is that among 
those dependent on agriculture, the 
proportion of agricultural labour has 
significantly increased over the years while 
the proportion of cultivators has declined. 
In this respect, the increasing prole¬ 
tarianisation of SCs is not unique to them 
but is also shared by STs and ‘others'. 
However, the impact is even more on the SCs 
since while more than half of them were 
cultivators (32.3 per cent) in 1961, their 
proportion has declined to 34.2 per cent in 
1991. Correspondingly the proportion of 
agricultural labourers in agricultural 
workforce has increased from 47.7 per cent 
to 65.8 per cent between the .same years. 
However, the bulk of this change took place 
between 1961 and 1971, and the proportions 
are more or less stable subsequently. How 
much of this change is genuine, and how 
much is purely statistical due to change in 
the definition of workers is difficult to say. 
While workers in 1961 are inclusive of 
secondary workers whose main occupation 
was not work, the proportions for sub.scqucnt 
years relate only main wotkers. It is difficult 
to construct scries strictly comparable with 
1961 because theclassification of secondary 
workers is not easily available. 

It should be noted however, that though 
the proportion of agricultural labour has 
increased as a per cent within agricultural 
workers, the proportion of agriculture labour 
as per cent of total workforce has steadily 
declined for SCs after 1971. It is more or 
less constant in the case of STs and ‘others'. 
But even in 1991, 45.4 per cent of SC 
workforce continue to be agricultural 
labourers, while the proportion is 32.7 per 
cent for STs and 20.) p^ cent for ‘others'. 

It would be interesting to compare the all- 
India position with a state which has a high 
incidence of atrocities on SCs and STs, as 
usually reported in the press, namely. Bihar. 

In l99l.whileagricultu^wofkers(including 
both labourers and cultivators) constituted 


69 per cent of total workforce among SCs 
in India, they were 87.9 per cent in Bihar. 
Again, while the proportion of agricultural 
labourers among agricultural vrockfbrce was 
63.8perccnt among SCs in India in the same 
year, it was 82.2 per cent in Bihar. Taking 
the STs, the proport ion of agricultural workers 
to all workers was only slightly higher in 
Bihar (88.6 per cent) compared to similar 
figure for India (87.2 per cent), but the 
proportion of agricultural labour in 
agricultural workforce was much higher in 
Bihar (71.2 per cent) than in India (37.5 per 
cent). Thus the vulnerability of dalits isclosely 
linked with their dependence on agricultural 
labour. Bihar is singled out here only to 
illustrate this point, and not because it is the 
only state where dalits are so oppressed. 

Even to the extent that there are cultivators 
among SCs in India, most of them (7! .8 per 
cent in 1990-91) are marginal farmers 
cultivating less than one hectare. STs in this 
respect are much better off not only as 
compared to SCs but also ‘others'. Marginal 
holdings constitute 42.9 per cent among 
holdings operated by STs, while they are 
58.6 per cent among ‘others' holdings in 
1990-91 (Table3). Only 0.6 percent ofSCs’ 
holdings are large (10 hectares and above), 
while thecoiresponding figure is 2.2 per cent 
among STs and 1.7 percent among ‘others'. 
It should be noted that the dominance of 
marginal holdings, which are not likely to 
be viable in the sense of providing a decent 
income above the poverty line, is a general 
feature of Indian agriculture, but this is more 
pronounced in the case of SCs Over the 
decade of 1980s, this feature has only 
worsened, but this worsening is shared almost 
equally by all social groups. 

While the total number of operational 
holdings has increased, the total area under 
them has not. This has resulted in a decline 
in the average size of holdings (Table 4). In 
absolute terms, this decline is most in the 
case of STs, but relatively the proportionate 
fall i.s almost the .same in all groups. It is 
interesting that the average size of holdings 
of STs is larger than that of others, while 
that of ‘others' is larger than that of SCs. 
This relative position is unchanged between 
1980-81 and 1990-91. It is likely that the 
reason for STs faring better in this regard 
than even ‘others' is that the area under 
shifting cultivation in forest areas which is 
carried out by STs may have been taken as 
a pan of their operational holdingii. 

We can now examine the position of the 
social groups in respect of landholding 
vis-a-vis their position in total population. 
The SCs had a share of only 7 per cent in 
total operated area in 1980-81 which 
increased to 7.9 per cent in 1990-91 (Table 
4). During the same years, their share in total 
population increased from 15.7 per cent to 
16.3 per cent. The rat io of their per cent share 


in land to per .cent ihure in population 
. improved,tiiougfaslightly,from0.45to0.48 
in the decade. STs fare much better in this 
respect. In 1980-81, while they shared 10.2 
per cent of operated area, their share in total 
population of India was tower than this at 
7.8 per cent. In 1990-91, the corresponding 
figures were 10.8 per cent and 8 per cent, 
respectively. The ratio of their share in land 
to their sbm in popu-lation, which was 
already higher than one at 1.30 <ncreased 
further to 1.35 in the decade. In the case of 
‘others', the ratio of tbeii share in land to 
their share in the population was marginally 
higher than one at 1.08 in 1980-81, and fell 
slightly to 1.07 in 1990-91. We have not 
taken into account the Agricultural Census 
of 1970-71 for the preceding analysis since 
separate figures were not available for SCs 
and STs then. They are available only since 
1980-81 Agricultural Census. 

Thanks to the protective discrimination or 
reservation policy, SCs seem to have fared 
a little better in securing government jobs 
than land. Since data could not be obtained 
for the country as a whole in this regard, data 
for Karnataka are used here to illustrate the 
point. It is possible that the performance of 
Karnataka may be a little better than that of 
the country as a whole in this respect, since 
the history of reservation in Karnataka dates 
back to pre-independence period. 
Nevertheless, it is hoped that the country as 
a whole is not far behind Karnataka in this 
matter at least in the 1990s. Table 5 below 
gives this picture for Karnataka. Even in 
Karnataka, both SCs and STs have a lower 
share in government jobs than their share in 
population as the table shows, but this 
disparity is less than similardisparity in land. 
(Communities which have a far smaller share 
in land than in the population should be 
compensated by an even higher share in non- 
agricultural jobs. Obviously, this is not the 
case as the table shows for SCs. What is 
heartening is that the share of both SCs and 
STs has been steadily improving over the 
years and the disparity is declining.^ 

ni 

Condudiug Obsenratioas and 
Policy Suggestions 

There was a significant broadbasing of 
India's polity with the entry of peasant castes 
into the mainstream power structure after 
independence. It was inevitable that in a 
democracy broadbasing extended to dalits, 
though it has been much slower. There is 
definite evidence of more and more dalits 
coming into the mainstream in India. There 
are a lot more of those bom as dalits adorning 
position of power, status aitd honour now 
than ever Irefore and the trend is onl) 
accelerating. More dalits are not mere!} 
entering educational institutions than eve 
before, but thousands of them can be fount 



- faculty pofidofu today In tinJvenities, 
ollegea.naearchandotlieriuch institutions, 
uite a number of them on their own merit 
uher duui because of reservation. There are 
everal instances of dalits rising in 
idqrendent business. The representation of 
alits in government jobs it steadily 
icteasing. Their share in political power is 
ven more visible with many ministers among 
lem both in the states and the centre. There 
; a clear formation of an elite layer among 
alit communities. The differences among 
ic elite belonging to different castes 
icluding SCs, STs and others have declined 
gniRcantly. Not only is there increasing 
Kial interaction among them as equals, 
en inter-caste marriages among them are 
ot uncommon now. Their elite can hardly 
e called as dalits any longer, since they are 
ifferent from the built of dalits continuing 
I be poor and oppressed. The btoadbasing 
rocess is evidently in operation involving 
slits which caneven be said tobe dominating 
ver the marginalisation process after 
dependence. But broadbasing has been 
ibject to serious limits. 

For the non-elite dalits, life has not changed 
much relatively, if not in absolute terms, 
'icy may have a little better quality of life 
day than what they had during 1950s and 
^60s, thanks to the impact of several welfare 
id anti-poverty programmes. But the 
sparity between them and the elite has not 
x'lined, and may even have increased. While 
ilits have gained politically and have entered 
e mainstream, they are yet to have 
immensurate accomplishment socially and 
;onomically. 

The analysis of secondary data on SCs and 
fs has shown that though literacy and 
banisation among them have been steadily 
creasing, the disparity ^between them and 
hers has not declined over the years. The 
ilk of them continue to be dependent on 
riculture. What is more disturbing, the 
ilk of the agricullural workforce consists 
agricultural labour with little or no land 
the case of SCs, though this situation is 
liter among STs who are mainly cultivators. 
3$ are worse off than STs and others with 
|ard to land held by them. The SCs have 
’ less land than their share i n the population, 
immunities which have much less land 
in their share in population should have 
ligher share in non-agricultural employ- 
:nt as a compensation, but this evidently 
not to in the case of SCs. Both SCs and 
's have a lower share in civil services than 
rir share in the population. This is so in 
ite of a steady improvemetu in their share 
'pvemment services in the last SO years, 
hile continuation of the policy of reser- 
tion may be necessary for them, it is clearly 
t lufRcient to lift tlw mass of dalits who 
mot even literate and are fonxd to continue 
rural areas as agricultural labourers. 


Though the broadiasing proceu has been 
acederated alter IndepetKfaaice, it has not 
been rapid enough yet to solve the problem 
of dalits. A few measures or policies are 
suggested below, which need to be 
implemented u a package. They are not a 
set of alternatives. Rrst of all, a far greater 
thrust is needed to poverty alleviation, with 
a priority for improving the lot of landless 
labourers and marginal farmers. It is 
disturbing to note that the real wages of 
agricultural labour which showed some 
improvement during the 1980s seem to have 
stagnating thereafter. Worse still, teal wages 
of non-agricultural rural labour have even 
tended to decline during the t990s (Unni 
1997:69]. One of the ways of exercising 
upward pressure on rural wages is to 
periodically increase wage rates under the 
Employment Guarantee programmes in 
keeping not only with the cost of living but 
, also with agricultural output per worker. 
This has also to be supplemented by oRering 
an openingof alternative employment during 
busy seasons. Minimum wages in rural areas 
would have no meaning unless there is a 
guaranteeof employment at these wage levels 
even during busy seasons. This needs some 
political will as ii may be resisted by 
landowning dominant castes. Moreover 
diversification of the economy ofthe landless 
rural labour and marginal and small farmers 
would be essential to improve their incomes. 
Besides the Irvestock sector, rural non-farm 
sector holds (he key for promoting greater 
employment and income diversification 
amongthc landless and small farmers [Saleth 
1997.83], To support the dairy enterpnses 
of (he landless, common lands should be 
regenerated to improve their fodder 
productivity and given over to the 
management by local people with due 
safeguards against encroachment. 

Secondly, a drastic programme to step up 
literacy, general education up to high school 
at least and also specific job skills has to be 
undertaken with real seriousness. This can 
impart greater self-confidence among dalits 
and improve (heir opportunities not only in 
the non-farm sector in rural areas but also 
in uiban areas. The current emphasis seems 
to be more on general education in a linear 
path leading to usual colleges and university 
degrees. There is now a lot of money in 
skilled trades like plumbing, carpentry, auto- 
repair and computer programming. While 
there is a shortage of skilled manpower in 
such trades, graduates in general education 
tend to be jobless. It is equally important to 
improve numeracy and impart basic 
accounting ski lls to improve their bargaining 
power and ability to avoid being cheated. 

Thirdly, with an increasing trend of 
urbanisation an»ngdalits,pnticularly among 
SCs (as more among thm are landless), 
housing and other facilities for the urban 
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poor have to be drastically improved. Cities 
and towns should be made more liveable for 
the poor, with more security of not only food 
but also of a roof above their heads. 

Fourthly, some way should be found to 
take away agricultural land from those who 
are settled in well paying urban jobs or 
business and give it to landless dalits. 
particularly SCs. Landowning domhi mt 
castes are increasingly settling down in urban 
areas but not giving up their hold on 
agricultural land owned by them. Instead of 
discouraging those seuled in non-agricultural 
professions from possessingagricultural land, 
recent measures of liberalisation have 
encouraged them through raising (be 
eligibility ceiling on non-agriculture income. 
All this is blocking the way forlandless dalits 
to acquire land. Such of the landless dalits 
who want to acquire land should be helped 
with adequate credit. The law against 
alienation of land owned by SCs and STs 
also needs to be rigorous'y implemented. 

Economic growth of the right kind has a 
great potential to promote broadbasing and 
eliminate poverty. Prospects of stepp^ up 
economic growth rates should augur well for 
dalits, provided the (rends of growth are job 
creation rather than job-reducuon. are welfare 
oriented rather than welfare indifferent, and 
eco-friendly ralha than cco-hostiie. Dalits 
have to prepare themselves to take beneftt 
from higher economic growth and also 
exercise pressures to steer such growth in 
socially relevant directions. 

Caste and jati distinctions may not 
disappear in India in spite of the broadbasing 
and economic growth, but the feelings of 
caste/jati hierarchy are bound to weaken 
very much. They have already weakened 
considerably in urban areas. Communities 
organised on caste basis have in the past 
played auseful role by stimulating collective 
action for their betterment, for looking after 
the poorer members of their own 
communities, helping them with scholaiships 
and hostel facilities for higher education, 
with health in.surance, providing them with 
old age security. This has improved 
community welfare which otherwise may 
not have been possible. Community 
organisations have also created training 
facilities including preparing them for 
competitive examinations. They also take on 
the role of helping (heir own memben to get 
jobs, institutional credit or other government 
benefits with their influence. The more 
enterprising even help their community 
members to get into business. This it 
promoting broadbasing within communities 
and castes. However.mostofsnchcommmity 
efforts are in evidence among non-dalit 
communities. In the case of dalilt, tte 
government has taken over such lolet, witicii 
cannot be as serious and oooMninait. gb 
community organisatioiu. tire Ngifau' 
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SI 

No 

Stale 

Population in 
Million 

As Per Cent of 
Toial Population 

Urban Population (Per Cent) 

Literacy Rates (Per Cent) 

sc 

ST 

SC 

ST 

SC 

ST 

Others 

SC 

ST 

Others 

i 

India 

118 

68 

16..1 

8,00 

18.7 

7.4 

29.1 

37.4 

29.6 

57.7 

2 

Andhra Pradesh 

10 

5 

16 2 

64 

17.1 

7.6 

.10 4 

11.6 

17.2 

.19.0 

i 

Aninachal Pradesh 

Nog 

0.55 

Ncg 

61.6 

- 

5 8 

10.4 

- 

.1'4.4 

51.7 

4- 

Assam 

1,7 

2.4 

74 

12.8 

11.8 

1 4 

12.1 

51.9 

19.2 

51.9 

5 

Bihar 

12 6 

6 6 

14.0 

7.7 

9.0 

7.0 

14.5 

19.9 

26.8 

41.1 

6 

Goa 

0 02 

Ncg 

0 02 

Neg 

47,7 

- 

40.9 

58.7 

- 

75 9 

7 

Gujaral 

1 1 

6.2 

7-! 

14.4 

.17.9 

8.1 

.19.2 

61.1 

.16.4 

65.9 

S 

Haryana 

1.1 

nil 

19.7 


17.7 

- 

26.1 

19.2 

- 

59.8 

9 

Himachal Pr.idesh 

1.1 

0 2 

25.1 

4.2 

6.1 

2.5 

9.9 

51.2 

47.1 

68.6 

10 

Karnataka 

7 4 

1 4 

16.4 

4.1 

21.4 

14.9 

111 

18.1 

16.0 

60.5 

II 

Kerala 

24 

0 1 

99 

1 1 

18 .5 

1.5 

27.6 

79.7 

.57 2 

91 1 

12 

Madhya Pradesh 

9,6 

15 4 

14.5 

21 3 

21.9 

48 

.10 1 

15.1 

21.5 

.54.5 

l.f 

M.iharashlra 

8 8 

7 1 

II 1 

4,1 

16.6 

12.5 

42.(8) 

56.5 

.16 8 

69,2 

14 

Manipur 

0 04 

0 6 

2.00 

14.4 

52.1 

8.4 

17 1 

56 4 

.516 

61.4 

I.S 

Meghalaya 

Neg 

1 5 

- 

85 5 

- 

11.6 

48.5 

- 

46.7 

62.9 

16 

Mirurain 

Ncg 

0.7 

- 

44 8 


45 2 

62 7 

- 

82 7 

75.2 

17 

Nagaland 

Nil 

I 1 

- 

87,7 

- 

I2.(K) 

.54.2 

- 

60.6 

6‘i.0 

18 

(fnssa 

.S 1 

7.(1 
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- 
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- 
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59.0 

5h 8 

21 

Rajasthan 

7 6 

5 5 

17 1 

124 

19.8 

4.7 

26.9 

26. ■> 

194 

44.8 

22 

Tamil Nadu 

10,7 
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21,1 
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46 7 

27.9 
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2.1 

Tnpura 

0 .S 
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10 4 
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1 7 

21 1 

56.7 

40 4 

72 8 

24 

IJltar Pradesh 

24 .< 

0.1 

21.(8) 

0 2 

11 8 

5 4 

22.(8) 

26 8 

15 t 

45 9 

2.1 

Wc.M Bengal 

16 1 

1 8 

21 6 

S 6 

15 40 

5 20 

11 30 

42.2 

27 8 

65 0 

26 

Andaman Nicobar 
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0 27 

- 

4 5 

- 

1 4 

29 1 

- 

56 6 

74.7 

27 
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0 1 
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17 6 


86 7 

- 

89.5 

55.4 


82 0 

28 

Dndru Nugar Huveli 
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0 1 


74 0 

- 

1 2 

10 4 

- 

28.2 

71 1 

29 

Delhi 

1 8 

- 

19 1 


88 4 

- 

90,1 

57 60 


79.2 

M) 

Lakshdoep 


0.05 

- 

41 1 

. 

55.4 

68 S 

- 

80.(1 

96 1 

.11 

Pondicherry 

0 1 

ml 

16 2 

- 

40 8 

- 

^ 68.5 

56.1 


81 0 


Stiunr CensusofIndia 


Mahajan Sangham is acim.spicuou.s example 
of how a caste substantially improved its lot 
with community efforts (Hardgrave I969|. 
Dalit leaders also have to play the role of 
improving the capabilities and fighting 
wasteful habits like drinking among the 
members ol their communities. 

Summarising, the broadbasing process has 
been in operation in the Indian society since 
tines immemorial, though this priK-ess has 
been relatively ignored. It became a little 
more prominent after the Bhakli movement 
gained momentum. Several depressed castes 
improved their status through Veerashatva 
(lingayatt movement in Karnataka since the 
12th century, However, broadbasing 
continued to be dominated on the whole by 
the opposite process ot marginalisation in 
India, in spite of the Bhakti ntovement Tlic 
broadbasing pnx:ess got a further boost since 
the early part of the 20th century and posed 
a real challenge to marginalisation. Whole 
castes like i7:havas in Kerala and nadars in 
Tamil Nadu substantially improved ihcir 
status and entered the mainstream.'' It was. 
however, only since independence that 
broadbasing can he said to have started 
dominating over marginalisation. The 
historical accommodative capacity of Indian 
society ha.s been lurthcr strengthened through 
demiKracy and forces of modem economic 


development, though the process has not 
been free from turbulence. But intcrmcdiuie 
castes gained more than daiils in this process. 
Though daliis improved ihwr status over 
time, the di.sparilies between them and others 
rcm.ain undiminished iii hard economic temis. 
Broadbasing will continue so long as our 
pluralist democracy continues. While this 
democracy has given dalitsimmensc pKilitical 
gains, the gains in social and economic 
dimensions are much less limited and slower. 
.Such hroadhasing that has occurred hits thus 
tended to remain onc-sided. Though dalits 
may continue to need special help and 
.safeguards from the stale to help them come 
into the social and economicas inthe political 
mainstream, the chic among the daiils will 
have an important role to play in organising 
collective action for the betterment of the 
weak within iheir own communities. U is 
well to remember that historically hniad- 
basing has occurred through mass 
movcmcnis. collective action and sclikhcip 
and not merely through state help. 

Notes 

[I llfsl thought of the broadbasing proce.ss when 
analysing die rise of peasant castes in Indian 
polity [Nadkami I9K7]. A brief version of how 
broadbasing process has been working in a broader 
social context particularly in Karnataka was 


presented by meal asi'iniiiarul the French Inslilute 
in Pondicherry [Nadkami I9K9| (i K Kar.inlh 
conslanily proddi'd inr to write a more 
subslanliated version of it In Ihe meanwhile I 
gained greatly tnmi M N Sniiivus' work which 
I have referred Iktc The mmiediale slimulus lo 
W'nle this paper came frum iii> young eolle.igue 
al ksne. M.niohar Yudav. when he invited me 
lo address agalhemig forthecelebralionof I06lh 
Hirih Anniversary of Anihcdkar on April 14. 
I9<J7 al Ainbedkar Memorial Campus. Hangalon- 
Me specially asked me lo make suggestions for- 
policy and uetion I have heneO led from discussion 
then; Both G K Karanlh and T Kannan drew my 
attention to some references The fomier also 
gave very useful commenfs as an earlier dnifi ol 
Ihe paper. The bulk of slalistieal assi.siunee eamc 
from V R Mcgde and K N Pradeep l>sual 
disclaimers apply.) 

1 .Se.shadn inentinri.s another reason tor lack of 
resistance w hen ' Islamic hordes eamc lo India, 
wave atlcr wave, desimying Hindu temples, 
laying their land lo waste, converting thousands 
by force inlo Islam' He observes that Hindu 
.saint.v and pbilo.sopher.v did nor leach defem'c 
of religion, the gods and theeommuniiy against 
vandals j.Seshadri 1996.298]. Though this 
could be one of the reasons, ii docs mil 
explain why Indians inclusive of Muslims 
succumbed to Ihe Brili.vh In course of lime, 
the Muslim society too became exiruiiiely 
stratified 

2 For an account of xiKial signiFicancc of his life 
and teachings, see [Seshadri 1996], 
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) Quoted in [Ranade 1961:8], u reproduced in 
(Zelliol 1996:22). 

t V K R V Rao called Swaitii Vivekanand ai 
the Prophet of Vedantic Socialism for his 
emphasis on equality and the right of all 
oppressed people to human dignity [Rao 1979], 

5 For a detailed account of the rise of nadats, 
see (Rudolph and Rudolph 1967] and 
[Haidgrave 1969], 

6 On the basis of his study of a Tamil Village 
Alongkulam, Deliege finds that ritual pollution 
has lost much of its importance in inter^caste 
relations. The pallors suffer much from their 
lack of education, capital and family 
connections in their attempt to improve their 
condition, but less from the traditional stigmas 
attached to them. Typically, people would 
refer to material conditions to illustrate the 
plight of the harijans but nobody even 
mentioned pollution or ritual exclusion to me 
[Deliegc 1996:90]. 

7 STs had a higher share in civil service than 
their population in 1971 asTableS shows, hut 
their shore in population then was very low. 
There is sudden increase in this share 
subsequently due perhaps to the inclusion of 
a few more communities among STs. Hence, 
figures for STs from 1979 onwards are not 
sUictly comparable with 1971 

X There may be similar examples in North 
India, hut I have not come across their 
documcnialion. 
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DISCUSSION _ 

Central Sales Tkx: Why It Must Go 

Amaresh Bagchi 


THEdecision taken by swefinance ministers 
at (heir meeting in July to scale down the 
level of the central sales tax (CST) 
successively to 2 |)er cent from the present 
4 per cent is a heartening development as 
it heralds some recognition that a tax on 
inter-siatc trade levied on ongin basis is an 
impediment to the growth of the common 
market in India and the realisation of the full 
potential of the Indian economy which is 
possible only when economic decisions are 
guided by considerations of comparative 
advantage alone and not by tax calculations. 
CST distorts business decisions regarding 
location of industry, sourcing of inputs and 
the flow of trade by adding to costs and 
acting as an import/expon duty for goods 
sold in one state by producers located in 
another. It induces manufacturers to import 
inputs from abroad even when the same is 
produced in a neighbouring state {The 
Economic Times, April 10, 1997). This is 
hardly conducive to the growth of globally 
competitive industry in the country. 

An origin-based trade tax like the C5!T 
also militates against the principle of inter- 
jurisdictional equity in the allocation of tax 
bases among the states in a federation by 
facilitating tax exporting - that is, taxation 
of citizens of othCT slates by the states of 
origin a system that operates to the benefit 
of stales that happen to be net exporters, who 
usually are relatively advanced, at the cost 
of the less developed ones. Not for nothing 
does the European Economic Community 
(now the European Union (EU) require the 
adoption of the destination baaed value 


added tax as a precondition for joining 
the EU. 

Our Constitution-makers also had the 
sagacity to foresee the evils that attend an 
origin-based sales tax at the 'tate level and 
so, while conferring the powers of sales 
taxation on the states, provided for the 
taxation of inter-state sales only "in the stale 
in which the goods have actually been 
delivered a.s a direct result of such sale or 
purchase for the purpose of sale or purchase 
in that state" (Article 286 cf the Constitution 
as it originally stood). How the evolution of 
inter-state sales taxation took a diflerent 
course and the CST came into being 
bypassing the intent of i lie original provisions 
is another story.' It was partly because of 
judicial rulings but also because of the 
absence of any arrangement for exchange of 
information among the slates regardingcioss- 
border sales and also the recommendation 
of theTaxation Enquiry Commission for the 
levy of a CST at I per cent as a regulatory 
measure. It is true that establishing institutions 
for inter-state information exchange is not 
simple and calls for greater inter-state co¬ 
ordination than prevails in India. But one 
would have thought that the slates would 
take the initiative to create the necessary 
institutions for implementing a neutral system 
of inter-state sales taxation that would serve 
the interests of the common market to 
everybody’s benefit. The decision to reduce 
the rale of CST is a step in the right direction 
as it will help to ease out the CST finiOy, 
Lampooning of this wise deciaioa reaclmt 
by consensus as a case of the tuhs being 
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‘bamboozled’, as has been done in the EPW 
editorial of July 26-Aug 1, is unfortunate. 

The CST can be allowed to continue only 
if it is tebated in the importing states. But 
that would require setting up an arrangement 
whereby the rebates allowed by an importing 
state for the tax collected in the states of 
origin are reimbursed to it (the importing 
state). For that there has to be a ‘clearing 
house' for setting off the taxes collected by 
a state on its sales to another state at the point 
of origin against the rebate granted in the 
state of destination and passing on the excess 
tax to the latter. Alternatively, the taxes 
collectedinthe slates of origin maybe pooled 
and shared among all states on the basis of 
an agreed formula, such as consumption 
data. While creation of the institutions 
required for operating any such system will 
take time, nothing .should be done in the 
interim that ts-ould stand i n the way of mo ving 
towards a rational system in the future. 
Introducing the consignment tax without 
providing for rebating in the importing states 
and the accompanying arrangements for 
either clearing or pooling will be a most 
retrograde step, it is true that, logically, 
trading or movement of goods across state 
borders whether on straightforward sale or 
on ‘consignment’ should be treated on the 
same footing for taxation, but then the right 
course would be either to zero-rate both 
under a VAT regime when they take place 
between registered dealers while taxing all 
cross-border sales to unregistered dealers at 
the local rate. If that is considered infeasible 
there should be provision for rebating in full 
in the importing states along with clearing 
or pooling. With the states committed to 
adc^ing the V AT to replace their sales taxes, 
it is advisable to think how best to move in 
these directions rather than create roarftrlocks 
to reforms that are essential for fostering the 
growth of a vibrant economy. 

There is a belief among some economists 
that the CST does not ntatter for ittdustrial 
growth, rather that with a consignment lax 
it would help to net in large sums for the 
stale exchequer and ease the states' budgetary 
problems a great deal. Underlying this belief 
if the assumption that in a seller's market 
such as prevails in India any extra tax on 
the nunufacturers will be passed on to the 
buyers and so business decisions will not be 
affected. With the opening up of the economy 
and the growing industrialisation of back ward 
ttatet thia assumption is fast weakening. It 
is time it was realised that tax exporting may 
not be possible for long and the sooner 
policy-mdten in the srittes see the writing 
on the wall the better. 

It dKMild also be recognised that to the 
extent the lax is passed on to consumers in 
the importing state such a tax eats into the 
tax base of the state of destination. Thia 
scarcely accords with the federal spirit. It is 


also often argued ip support of tax expordiig 
that the states thtt provide the infirasmicture 
for facilitating production have a right to 
recover their cost. While there is some fwee 
in this argument, it must be pointed out that 
the right way to recover the cosu is to impose 
appropriateuser chvgeson those whobenefit 
from the services and not recover them from 
citizens of other states. Tax exporting, it 
should be realised, violates the craon of 
‘good tax conduct', as Musgrave puts it, in 
the ermtext of a federal polity [Musgrave and 
Musgrave 1993]. After all, taxation is not 
about raising revenue somehow. Equity and 
efficieiKy also matter. 

In any case removing all tax barriers to 
inter-state trade has become imperative with 
the commitment made by India at the Male 
meet to have free trade within the SAARC 
region. For then if inter-state trade still 
continues to be taxed in the way as at present, 
it would pay for busittesses to set up brtmehes 
in neighbouring countries and reroute their 
inter-state trade through member countries 
tax-free, rather than sell them across their 
own borders! Even otherwise, exporters from 
other S AARC countries would gain an undue 
advantage over producers in India. 

True, the idea of eliminating the CST and 
giving up the Fixation on a consignment tax 
is painful for the states to contemplate since 


considerable amounts of revenue are 
involved. The right remedy for that would 
be to set up a fiind at the centre to make up 
for any revenue loss that the states may 
suffer as a result as has been done In Canada 
through an ‘Adjustment Assistance 
Programme’ to take care of the revenue 
problems of the provinces joining an 
integrated VAT (‘hamioniied tale tax’) being 
levied by the federal government tbeie, and 
not to compound the inefficiencies and 
inequity of the present system by bringing 
in the consignment tax. 

Note 

I For a brief account of the relevant history, see 
TEC (I9S3-S4) and Bagchi (1997). 
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Globalisation of capital is also giving rise to a global working class 
which is working directly and indirectly for global capital. What are the 
strategies employed by MNCs especially in Asia vis-a-vis their subsidiaries, 
which are themselves aspiring to become MNCs and vrhat is the 
effect on labour? How has labour responded to these challenges? L-2 

Class Mobilisation of Workers 

A case study of industrial relations in a manufacturing plant affords an 
opportunity to examine the two related social processes of social mobilisation 
and social polarisation. Among the issues considered are; How do 
union leaders enlist the support of workers? How do they motivate 
them to commit their personal resources for collective use? L-23 

Index of What? 

The ncwly-foshionable human poverty index aims to summarise 
information, hut hardly has much merit as a .summary measure. In fact 
do we need a human poverty index at ill when there are other more 
easily understood means available ? 2202 


Workers’ Health and 
Pollution 

Some recent initiatives and legal 
interventions reflect the growing 
awareness of the linkages between 
workers' interests, occupational health 
and environmental proiciliun. L-37 


Malayalam Press 

As a significant, historically specinc. 
mtxle ot producing, distnbuting and 
consuming symbols and meanings, 
(he language press in India de.scrves 
deeper analysis ihan it has received, 
as the case of the Malayalam 
press shows. 2184 


Bihar’s Sorrow 

If large parts of Bihar are flood-prone 
today, it is due (o (he extraordinary 
short-sightedness of engineers and 
policy-makers in constructing 
emb^ments and big dams. 22M 


Critiquing Science 

There is today an entire range of 
critiques of science which cannot be 
pushed into the )ioliiical left or 
right nor be interpreted as pro- or 
anti-science. 2194 


Rendered Powerless 

How does the setting up of a power 
plant affect the lives of those 
displaced by the project? A study 
of a power plant in the south. 2218 


Different Dynamic 

The predominance of small holdings 
and perennial crops in rural Kerala 
have substantially altered the sliucture 
of the labour market, such that theories 
based on the existing, dominant 
stylised model cannot explain labour 
market behaviour in the slate. L-45 


Sinecurists? 

The Rastogi Comimitee appears to 
be little concerned with the nature of 
higher education or its role ii- our 
society. Instead it wants to focus 
exclusively'on what it sees as the 
illcgttimaie plums of being 
a teacher. 2187 


Flexible Spedalisatkm 

Flexible specialisation as an optkM 
works only if there is some degree 
of trust buween entrepreneurs and 
between them and their workers 
and/or collective provision of 'real 
services’ like training, consultancy 
and design which individual firmt 
cannot afford lo provide for 
themselves. Case of Bangalore's 
engineering firms. L-11 


Contnet Labour 

It is significant that the ILO's aonnl 
conference will have the issue qf 
contract labour on its agenda. JMt 
is a step towards devisiiig 
common strategies. L4l 














LETTERS TO EDITOR 


Ibwards People’s Cultiire 

JANA NATYA MANCH completes 20 
years of work in street theatre in 
1997-98, which is also its silver jubilee 
year. During this period, we have done ten 
proscenium plays and 6,300 performances 
of 47 street plays. Today, lanam is known 
as the premiere street theatre group in 
India. But it didn't begin like that. In 
1970. some activists of the SFt in Delhi 
reactivated the defunct IPTA. They pro¬ 
duced large proscenium plays and 
performed them in the open on makeshift 
stages for mass audiences. When differ¬ 
ences arose within IPTA on the attitude 
towards the Congress(I). - one section 
wanted to take IPTA closer to that party 
-these youngsters broke away from IPTA 
and formed Janam in March 1973. The 
ideology and spirit of IPTA, however, 
lived on in Janam; similar work carried 
on, though with a more pronounced left- 
wing orientation. The Emergency imposed 
hibernation on the group. When Janam 
regrouped after the Emergency, we found 
that the workers’ and peasants' organi¬ 
sations. which had earlier hosted our play s. 
now found it rmancially impossible to do 
so. We needed to produce plays that were 
inexpensive, flexible, mobile. This led us 
to street theatre. But street theatre, then, 
was virtually non-existent we could find 
no suitable script. We decided to write our 
own plays. Machine, our first street play, 
was first performed on October IS, 1978. 

For the next 10 years, we did only street 
theatre, writing and producing plays 
such as Aural. Raja ka Bala, Samraih ko 
Nahi Dash Casaiii. Apaharan Bhaichare 
ka, Halla Bol, and several others. Most 
of these plays have been performed by 
hundreds of groups all over India; some 
have even been done in Pakistan, 
Bangladesh, Sri Lanka. Exclusive concent¬ 
ration on street theatre was not, however, 
due to aversion towards proscenium 
theatre: we simply did not have the 
resources to do large plays. 

In July 1988, we returaed to proscenium 
theatre. Safdar Hashmi and Habib Tanvir 
adapted a Prentchand story for the stage. 
Since then, we have done proscenium plays 
by Brecht andCovind Deshjnnde, and Bfije^ 
Shanna's adaptation of hfagarjuH directed 
respectively by M K Raina, Sudhanva 
Deshpande, and N K Sharma. Amiradha 
K—33r has also directed for us a version 
of Brecht's Round Heads and Peak Heads, 
in a form in between street and proscenium 
theatre. 


On January 1, 1989, while performing in 
Sahibabad for the CITO, we were attacked 
by Congress(l) supported goons. Our 
convenor, Safdar Hashmi, and worker Ram 
Bahadur were killed in this attack. Safdar’s 
death was a grave loss: he was a first-rate 
writer-director, organiser and theoretician. 
On January 4, 1989, Janam went back to 
Sahibabad and completed the disrupted play, 
Halla Bol in front of an audience of 13,000. 
There were protests against the killing all 
over the country. It is this - the suppon and 
solidarity of the people - that gave Janam 
the strength to live on and fight on. Every 
year, on January I, we organise a joint 
programme with CITtl in Sahibabad - our 
homage to Safdar, of course, but also a 
reaffirmation of our commitment to create 
a genuine people’s culture. 

Since then, our activities have diversified 
immensely. We now produce, every year, 
one proscenium play, three to four new 
street plays (with, on average, 300 
performances), four issues of a theatre 
quarterly, Nukkad Janam Samvad, and 
organise lectures, workshops, discussions, 
and poetry reading sessions. The Safdar 
Hashmi Memorial Lecture, which we 
began in 1992, is an annual event, and 
has been delivered by K N Panikkar. 
Narayan Surve, Kaifi Azmi and E M S 
Namboodiripad. This year, the speaker 
will be Ashok Milra. 

Wc plan to celebrate our silver jubilee 
over the next one year with a scries of events: 
cultural ‘jathas’, ‘nukkad melas', street and 
proscenium performances, and children's 
workshops. All these will be held in working- 
class areas. An interaction session with 
leading street theatregroups is being planned. 
Publishing our plays and other material is 


also on the agenda. These events were flagged 
off in July, with a week-long children’s 
workshop in Kusumptir Pahadi, a slum area 
in Delhi. 

Presently, work on a new proscenium play, 
based on a short novel by Keshav R^y, 
ison.Thisplay will beperfonnedextensively 
in working class areas, in an open, 
disrruintlable mobile theatre. This theatre is 
being designed by Janak Mistry and its 
fabrication will be over by mid-September. 
This thetdre would be made available to 
other amateur groups who wish todo cultural 
work among the people. We also plan to buy 
a vehicle, which will help us increase the 
frequency of our performances. All these 
projects have been conceived with the single 
aim of strengthening the people's culture j 
movement. They are a large expense; for 
instance, the mobile theatre is estimated to 
costaroundRs lakh, and the vehicleafuither 
Rs 6-7 lakh. 

Janam’s work in people's theatre for a 
quarter century has been funded by the 
people; we have neither sought nor accepted 
state or other grants or sponsorships. To 
mobilise this enormous sum of money, we 
depend, as always, on the people - friends 
of Janam, theatre and other artists, 
intellectuals, and our audiences. 

Wc appeal to EPW readers for help; wc 
welcome your participation, suggestions, 
ideas and donations. Please write to us at: 
J-147, R B Enclave. Paschim Vihar, New 
Delhi -10063. or call at (011) SS84822. All 
donations should be in the form of DD/ 
crossed cheque, payable in Delhi, in favour 
of Jana Natya Manch. 


Mot.oYAsiiRbfc Hashmi 


New Delhi 


Subscription Rates 


(including Nepal and Bhutan) 


(/n rupees) 

Six months One year Two years Three years 
Institutions - 6(W 1123 I6M 

Individuals 2.'H) 47S 873 1275 

ConctadMial Rotes 

Teacheis/Reseorchers - .525 - 900 

Students - 225 

Concessional rales are available only in India. Toavail of concessional rates, cettificaie from 
relevant institution is essential, a 

Hemittance by money order/bank draft/posial order requested. Please add Rs 14 to outslation 
cheques towards ba^ collection char^. 

Foreign (m US S) 


Institutions Individu 

Pakistan. Bangladesh and Sri Lanka 80 SO 

USA. Canada. UK. Europe, Jimnn, 

New Zealand. Australia and Russia ISO 100 

All other co un t ri es 100 70 

Alt re tnilt a ncet to Eennamic and MHical Weekly 


Institutions 

65 
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exchange Rate and the Economy 


FTER a period of well over a year when ihc rupee 
held steady at 35.70-35.85 to the dollar, public 
ention has been drawn to the exchange rate by la.st 
ick’s minor turbulence which very briefly pushed the 
;>ee down to 36.50, its lowest level for some year and 
half. This period, though, has witnessed diverse 
veiopmenls having a direct bearing on the exchange 
:c; a notable ri.se in the country's foreign currency 
ierves, appreciation of the dollar in relation to many 
the world's major currencies and a rise in the real 
fccti VC exchange rate of the rupee even as export growth 
.s gone into a tailspin. Indeed it was the admission of 
L' appreciation of the rupee's real effective exchange rate 
' a deputy governor of the Reserve Bank which is 
lieved to have .sparked last week's excitement in the 
irruncy markets, together with the prime minister's 
pically easy going remark about an exchange rate band 
r the rupee being under the authorities' consideration 
hich had to be orficially contradicted by an obviously 
jstcred Reserve Bank. 

In the same speech the Reserve Bank deputy governor 
so admitted that in managing the exchange rale (actually 
c central bank seldom misses an opportunity to repeal 
at the rate is being left to he determined by the market', 

' if that ever happens here or anywhere except when, 
:avcn forbid, a George Soros decides to take a hand!) 
hile the central hank had sought to balance Ihc objectives 
.^supporting exports and containing “monetary expan.sion 
ithin reasonable limits", the scales had hitherto tended 
I till in favour of the latter. Hence the appreciation of 
ic real exchange rale. If the signals emitted by the market 
ist week persuade (he Reserve Bank to correct the balance, 
tat would he entirely consistent with some of (he 
evclopmcnts noted above, most particularly the very 
efinite slowing down of export growth. Which is not, 
f course, to fall in line with the suggestion, being advanced 
'iih increasing insistence from diverse quarters as evidence 
f the slackening of industrial growth and investment has 
ecome irrefutable, that what the economy needs is a more 
ipid infusion of liquidity. At the same time, however, 
)tchange rate depreciation, however competently 
lanaged, cannot be expected to shore up the fundamentals 
^'the economy; rather it will merely reflect the slippages 
^ the latter. 


It is these fundamentals which must engage the attention 
of the government, if only it can be persuaded to .spare 
the time. Wisdom seems to be dawning at last in official 
circles that the innocent expectation that the government 
could be left in peace to huff and puff after IMF-specified 
targets of the fiscal deficit and leave much-needed 
investment in the economic infrastructure to be taken care 
of by private, especially foreign, capital was doomed at 
the very outset to be disappointed. But it will be as illusory 
now. in a reflex action, to rekindle enthusiasm for public 
sector investment without sparing a thought or two to 
improving government savings. The other le.sson of the 
last five years or so is that investment, whether private 
or public, foreign or domestic, in any substantial measure 
m the areas of the economy where such investment is 
imperative is predicated on the establishment of innovative 
regulatory bodies and norms, and the root-and-branch 
restructuring of a number of the existing agencies such 
as, to mention but the most obvious and the most infamous 
of (hem. (he state electricity boards. Unfortunately, (he 
recent coming together of parties stretching across the 
political .spectrum from Ihc right to Ihc left against so 
unexceptionable a measure as that to institute an insurance 
regulatory authority or the near-stasis on electricitv tariffs 
and putting right the SEBs does nut hold out much hope 
of advance in thcscdirections. More generally, a significant 
improvement in investment in the economy calls for major 
changes in the functioning of the financial sector, the 
portents of which again, judging by either the Reserve 
Bank's handling of the CRB episode or this week's two-day 
strike by public sector bank employees' unions with the threat 
of more prolonged action to follow soon, to mention two very 
diverse sign-posts, are hardly encouraging. It is necessary, 
all the same, to bring up these tiresome details, for with tte 
progressive crumbling of erstwhile dirigiste enclaves and' 
enclosures the link between the domestic economy and the 
external sector has become much tighter so that the 
management of the latter, the exchange rale included, is no 
longer a merely tactical matter of, for instance, optimising 
liquidity in the system or even gaining a short-term price 
advantage for the country's exports, but has to be seen in 
strategic (emu of the overall p^ormance of the ecownny, 
specifically the rates and quality of investment and (he trowdl 
of productivity. 
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CRIME AND POLITICS 

Ritual Rhetoric 

IT is only when high profile VIPs become 
victims of inter-gang rivalries that our policy¬ 
makers wake up to the increasingly alarming 
crime wave in the country. Fast on the heels 
of the killing of two prominent Mumbai 
personalities within a week - music magnate 
Gulshan Kumar and businessman Natwarlal 
Desai - the authorities have begun to stir 
themselves a bit to act. 

In a series of swift developments, the 
Election Commission demanded an 
immediate special legislation to check the 
criminalisation of politics, the Supreme 
Court wanted to know from the government 
what it bad done by way of follow-up action 
on the Vohra Committee report, home 
minister Indrajit Gupta who had sometime 
back given a clean chit to the Maharashtra 
govermnent. admitted ruefully that what was 
happening in Mumbai was a ‘matter of 
concern’. Whether this is the usual ritual of 
making the right noises or a prelude to some 
serious action is yet to be seen. But whatever 
is being proposed, although well-meaning, 
still remains half-hearted, and hamstrung by 
legal niceties. 

Take, for instance, the Election 
Commission’s proposal to prevent 
participation in elections of all those who 
had been convicted for non-cognisable 
offences and had undergone ft ve-year prison 
terms. Now, it is fairly well known how 
politicians accused of crimes can escape 
conviction by a variety of means ranging 
from intimidating witnesses and destroying 
evidence to delaying indefinitely the final 
disposal of their cases. If we have to depend 
on conviction to debar criminals from 
entering the electoral fray, little will be gained 
given the low rate of conviction for even 
serious crimes like murder or rape, not to 
mention corruption. In fact, one worulers 
bow many from among the 40 sitting 
members of the present parliament and 700 
members of slate legislative assemblies who 
have criminal cases pending against them 
(according to the figures released by the 
Election Commission) have been, or are 
likely to be, convicted. Most of these self- 
styled politicians manage to come out on bail 
-even afterbeing implicated innon-bailable 
offences such as murder - thanks to the 
generosity of the lower courts or even to gel 
acquitted due to weak prosecution cases 
deliberately made out by the police who 
are invariably in league with these 
criminals and so leave no stone unturned 
to get them out. 


Similarly, the Supreme Court's latest 
directive to the centre on the Vohra report, 
although a welcome order, is not likely to 
force the government to initiate any bold 
anti-crime action. As the apex court has 
already complained, the government had 
not yet informed it of the follow-up 
action on the Vohra report even after 
five months since March when the court 
had directed the government to set up a 
nodal agency to deal with the criminal- 
politician nexus. While respecting the 
court’s sentiments, one nevertheless 
wonders how the setting up of yet another 
agency can help matters. As it is, there is 
a plethora of bureaus and cells to tackle 
crime - the CBI, the enforcement director¬ 
ate, revenue intelligence and the various 
vigilance departments in the states. Arguing 
before the Supreme Court, theomiciu curiae 
described these law enforcement agotcies as 
“powerless, unable and unwilling" to bring 
offenders to book. Given the all-pervading 
pressure from powerful political satraps 
which has rendered these agencies 
impotent, what is the guarantee that the 
proposed nodal agency will not suffer a 
similar fate? 

There seems to be a sense of helplessness 
all around, which frequently finds 
expression in (he statements of home 
minister Indrajit Gupta who at limes 
almost appears to give up. But such a 
paralysis of will does not suit a government 
that claims to be committed to fighting 
crime and corruption - a claim made by 
both the newly-elected president and the 
prime minister during the independence 
anniversary celebrations. If they are 
serious, they should first purge their own 
parties of criminals, neutralise the law 
enforcement agencies against their 
pressures and take firm action against 
them. It is this political will alone - and 
not rhetoric and the proliferation of anti- 
crime agencies and cells - that can put 
an end to the politician-criminal nexus. 

CURRENCY ‘CRISIS’ 

Behind the Soros Factor 

THE south-east Asian currency ‘crisis* has 
raised concerns in that region and in India 
that speculators are out to overwhelm well- 
run and well-meaning governments. The 
Malaysian prime minister has made several 
angry public statements to that effect. 
Perhaps it is useful to step back and ask: 
what led to the speculation in these 
currencies, and are there some lessons for 
India? 


Two general points on the extent and 
long-term implications of the so-called 
crisis may be in order. First, the extent of 
devaluation of currencies has tx>t been very 
large, nor has the spill over from Thailand 
to the other countries in the region been 
widespread when compared with the 
similar occurrence in late 1994 and early 
1995 in Latin America. Second, while the 
east Asian ‘miracle’ is certainly showing 
signs of losing some of its glow, these 
remain robust economies with strong 
production skills backed by industrially 
Ifterate workforces. 

For India, there are three factors to consider. 
First, borrowing short-term is definitely 
not a good idea. Mexico and Thailand 
have both demonstrated that. India has 
generally been prudent in its borrowing 
and is relatively secure on that front. 
Second, the fundamental speculation 
occurred in ea.st Amu in booming property 
values. That is where the hot money comes 
in - and from where it goes out. There 
may be a warning here for India. Are our 
urban development policies (or the lack of 
them) going to wreck (he macro economy? 
How long will India be able to sustain (he 
mindless property prices of its metropolises? 
And what will happen when they really fall? 
Finally, (he banking sectors in many of the 
countries facing difficulties is in trouble. 
Unable any more to hide its bad debts through 
high growth, the banking sector is in need 
of a comprehensive restructuring. Again, 
this should have lessons for India. Not just 
the commercial banks but, post-Bhansali, 
the so-called non-banking financial sector 
may contain a ticking time-bomb. The 
question has been asked but not answered: ^ 
how did Bhansali pay such high interest 
rates? Maybe he was the one speculating, 
maybe in property prices. Maybe much of 
the whole financial edifice rests on very soft 
ground. 

(jeorge Soros will do what he needs to do. 

He is rich, styles himself as a philosopher f, 
and gives his money to causes he believes 
in. We are right to distrust such a man. There 
will be those who argue, with some basis, 
(hat speculation has little social value. But 
the conditions in which speculation thrives 
are not created by the speculator. When 
prices are completely out of kilter a vacuum 
is created which invites arbitrage. Tlie task 
of the policy-makers is to identify those 
distoitioru and to work on them, putting the 
speculator out of business. 

It is easy enough to point the accusing 
finger at George Soros. But the fault may 
lie in ourselves and looking inward may 
yield greater long-term gains. I 


AR PRADESH 

nited Options 

the Bharatiya Janata Party (BJP) 
> up to take over the reins of power 
its coalition partner, the Bahujan 
ij Party (BSP), in Uttar Pradesh, it 
I a dual, formidable task, it has to 
n the confidence of its followers who 
lisenchanied with the supineness of 
laity's cabinet ministers during the 
nonth rule of BSP chief minister 
iwati, and at the same time keep the 
in good humour so as to sustain the 
ice. With the BJP expecting a mid¬ 
poll to the Lok Sabha early next 
its alliance with the BSP in UP is 
to its game plan for capturing power 
s centre. 

t the ground situation in UP, after six 
hs of the BSP-led coalition govern- 
, has moved away from the BJP. By 
;hihg numerous welfare schemes for 
one after another and by posting 
als loyal tolheBSPinthetopechelons 
? bureaucracy, Mayawati's as.sertivc 
of functioning has furthered the 
ilidution of dalit votes behind the 
On the other hand, the alleged misuse 
e Harijan Act and the continued 
'oration of the law and order situation 
rious parts of the slate, along with 
iJP's utter inability to make its 
.ion partner accountable for these 
opments. has alienated the forwards 
he backwards in the state from the 
rnance. With Mulayam Singh 
jncing his intention of repealing the 
an Act if voted to power and the 
rcss planning to exploit upper caste 
ection. the prospect of losing the 
athics of the upper castes and the 
vards looms over ihe BJP. 
tber can the BJP. in order to reclaim 
Id over its base, abrasively undo the 
s of the Mayawati government, what 
BSP chief Kanshi Ram catcgoncaliy 
ng the BJP against initiating anti-dalit 
». Kalyan Singh, the BJPehief minister 
ig in the wings, will have to do a 
ape walk to shore up the party's support 
while avoiding giving offence to the 
n any event, the BJPstrategists' dream 
king inroads into the dalit vote-bank 
ing piggyback on the BSP has come 
jght. 

even the BSP, despite its ilamboyam 
onth rule, is not in a position to dictate 
litics of the state. By entering into the 
X with the BJP for the second time, 
SP has burned its bridges with the 


Congiew and the United Front. Hence, 
whatever pose of indepe n dence the BSP 
may strike and even granting that it may 
have enlarged its support base, to remain 
in power it wiH have to accommodate 
with the BJP in the absence of any alter¬ 
native. The party is aware of this. Other¬ 
wise how can its muted reaction to the 
police firing on dalits in Mumbai be ex¬ 
plained? Or its decision not to provoke 
the BJP by once again playing up Periyar 
Ramaswamy Naicker in UP? Political 
compulsions in UP require the BSP to 
cling to the BJP ladder on which Kanshi 
Ram says he is “firmly perched" - though 
typically he never mi.sses to add the rider 
“at the moment”. 

SRI LANKA 

Last Card 

PRESIDENT Chandrika Kumaratunga’s 
recent announcement that she would hold a 
referendum on the controversial package 
intended to grant greater autonomy to the 
Tamil regions in return for a cessation of 
violence and ethnic peace, is a desperate 
end-of-the-road measure. With little progress 
on reaching a consensus among her 
parliamentary coileagues and with the LTTE 
showing no signs of breaking in the face of 
the massive military offensive in the north 
and the east, the Sri Lankan economy is in 
the worst possible shape. Not only have 
economic growth indicators deteriorated, 
there is danger that Sri Lanka's exemplary 
social indices, in many areas the best in 
South Asia, may be affected. It is of course 
another matter that a referendum on this 
issue may plunge the country into further 
turmoil. 

The political package offenng autonomy 
IS, most observen reckon, among the most 
innovative proposals in recent years. 
However, it involves, as is well known, more 
than an offer of autonomy to the Tamil 
regions - it amounts to a change-over to 
a federal system. Chandrika's party and its 
allies do not have the two-ihirds majonty 
needed to pass a conslitutioiuU amcniiroeni 
to impiement the package. And neither the 
opposition United National Pany (UNP) 
nor the Tamil parties in parliament agree 
to the proposals, for different reasons. 
After much discussion the proposals have 
been referred to a select committee which, 
not to put too fine a point on it. is sitting 
on them. 

Whatever the UNP's stated reasons, it is 
clearly not interested in allowing Ihe 
Chamhika government to take credii for 


resolving a conflict which took shape 

during itt reign and which it was itself not 
able to do much about. Ostensibly, it is 
willing to gi ve a fair try to the 13th amendment 
which was passed in connection with the 
implemenution of the Sri Lanka accord 
which sought an experimental merger of the 
north and east into one region and Ihe holding 
of a referendum. That referendum has not 
been held as yet. The government's current 
proposals do not. many point out. define the 
unit of devolution - that is. idemify aTamil 
majority unit which is less than a new state 
hut sufficient to satisfy Tamil ‘eclam’ 
aspirations. The Tamil parties have been 
reportedly proposing the redemarcation of 
the north and east in such a way as to lead 
to a Tamil majority unit and a Muslim 
majority unit as two separate entities. In 
short, there are as many proposed 'units of 
devolution' as there are parties represented 
in parliament. 

In Ihe circumstances how will the 
referendum help? The referendum, it has 
been pointed out, will not be legally 
binding - it will only be in the nature of 
an opinion poll. Given this, the referen¬ 
dum may well result in further polarisation 
of viewpoints. If the proposals are 
voted in, the UNP will be pressured into 
supporting them in parliament: but if they 
aren't, it would mean an end to all moves 
towards a negotiated solution to the Tamil 
problem. And this may well give rise to 
a spiral towards a permanem military 
engagement. 

However, it is a fact that there has been 
increasing popular pressure to end the war 
in the north which has affected Ihe lives of 
people in the south directly and imBrectly. 
Military recruitmem has fallen drastically in 
spite of rising unemployment and the recent 
army offensives, however successful they 
may have been in pushing back the LTTE, 
have brought to their homes the bodies of 
hundreds of dead youth. Large-scale food 
imports, a large part 9 f it to support the 
military effort, and fo^ transpon to the 
northern peninsula have had a negative effect 
on agriculture. Despite all Ihe g o v ernm e nt 's 
efforts, foreign investors have shown Imle 
interest in the country, and not a little 
because of the L'TTE’s well-oiled 
propaganda machinery which makes a 
mockery of the government's efforts to sell 
Sri Lanka abroad. Given this Chandrika's 
calculations perhaps bank on the referendum 
producing a consensus outside parliament 
and so forcing the opposition parties toagree 
to the proposals or to work quickly and 
constructively towards a workable 
ohemative. 


imic and Political Weekly August 30, 1997 


2177 



CURRENT STATISTICS 


EPW Research FonodatfoB 


The pace of M, growth has been arrested, which is reflected In a subttanlial decline in cuirency with the public. Thu is due lo tome moderation in foreign 
exchnge actnialt and a ligntficant reduction in RBI ciedil lo the centre foUowing successful market bormwing hy the guveromem. Non-fuod advances of 
scheduled commercial banks coMinue to show a decline, whereat there has been a massive nse in their invesimenis. The obverse of this has been a drastic 
leduciHin in the hanks' ucrerocnla) credil-depotil ralio from 90 per cent in 1999-96 to 34 per cent in l9%-97 and lo 7.4 per cent to far this year. 
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Coot of IJving Indices 


Month 

Over 

Over 12 Months 

Fiscal Year So Far 1996 97 1995-96 1994-95 

1993 94 




Mimlh 

Latc.st 

Previous 

1997-98 1996-97 





Industnal Workers (1982=100) 


35.5" 

0 9 

66 

8 8 

1 1 

4.4 

10(1 

89 

9.7 

9.9 

Urbon Non-Man Emp (1984-85=100) (Fw 1996-97)288" 

0.7 

9 1 

10 0 

9 1 

8.2 


8 2 

99 

8 3 

Agri Lab (1986-87=100) (Link factor 5.89) 

2.59" 

0 4 

4 9 

8 8 

-1 1 

4 2 

10 5 

7 2 

II 1 

II 3 

Money and Banking (Rs crure) 

Auk I 





Vunalion 






1997 




Fiscal Year So Far 







Over Miinlh Over Year 

1997-98 1996 97 

1995-97 

1995-96 

1994-95 


Money Supply (Ml) 731628 512(0 1) 103203(16.4) 31445(4.5) 24417(4.0) 96176(15.9) 

CurretKy with Public 138238 -4446(-3 1) 1557(8127) 5804(4 4) 4410(3 7)1417.5(12.0) 

Deposits with Banks 587602 4997(0 9) 870.35(174) 2.309(84 1) 2167.5(4.5) 82107(17.0) 

Net Bank Credit toGovi .31248.3 -l690(-0 5) .33568(120) 2.3667(8 2) 21137(8.2) 31038(12 0) 

BankCrcdilloCommI Sector 376410 -9.3(ncg) 36286(10.7) 1056(0 3) -4524(1.3) .30706(8.9) 

Net Foreign Exchange Assets 114229 1245(1.1) 26700(30 5)11.315(11.0) 5388(6 6) 2077.3(25.3) 

Reserve Money (Aug 8) 206776 -2232(-1.1) 1888.5(10 1) 6731(3.4) -6567(-.3 4) 5587(2 9) 

Net RBI Credil to Centre (Aug 8) 121.305 -6288( 4 9)-122.3(8-9.2) 602(0 5) 14767(124) 1934(1.6) 

RBICiedilloBks/CummScct(Aug8l I26.'2 -104( 08) 89.5(76) 62l(-4.7) -l7073(-59.3) l.5.5.57(-.54 0) 

Scheduled Commercial Banks 

Deposits 526163 4721(0.9) 76149(16 9) 20565(4 1) 16195(3.7) 71780(16 5)46960(12 1) 71726(22.8) 

Advances 277.5.57 97(neg) 27289(10 9) l.525(0..5) -.3747(-1..5) 24.387(9.6) 424.55(20 1) 47144(28 7) 

Non Food Advances 268435 I27(ncp) 29114(12 2) 2.369(-0 9) -490.3(-2 0) 2658(810.9) 44938(22 5) 45776(29 8) 

investments 218559 6353(3 0) 436.37(24 9)28046(14 7) 1014(862) 25731(156) 15529(104) 16731(12.6) 


I Index Nninbera of Industrial April Fiscal Y e ar So Far __ Fiscal Year Averages _ 

■ Production (1980-81 = 1(8)) Weights 1997 1997 98 l 996’'-'97 (996 97 1995-96 1994-95 1993 94 1992-93 1991-92 


72.581(13.7) 
17577(17.5) 
55042(12 9) 
.15360(1.5 9) 
51925(17.7) 
3109(19) 
25176(14.9) 
1985.5(20 I) 
874714.3 6) 


97019(22.1) 
1838(822 31 
77781(22 2) 
18501(9 I) 
54949(23 I) 
24420(44 7) 
3061(822 11 
21.30(2 2) 
8067(67.2) 


General Index 
Mining and Quarrying 
Manuloclunng 
Ekctricily 


1(8)(K) .305,8 .105.8(9.8) 2784(8 1) 302..3(6.6) 28.3.6( 11.8) 25.1 7(9.4) 232 0(6 0) 218.9(2 .1) 21.3.9(06) 

1146 261.0 261.(85 0) 248 6(6 2) 269.7(0.9) 267.3(7.4) 248.8(7 5) 2.115(3 .5) 22.3.7(0.6) 222 5(0 61 

77 11 .304 5 ,304.5(11.7) 272 7(9 0) 299.6(7 9) 277 6(13 I) 245 4(9 8) 22.1 5(6 I) 210 7(2.2)206.2(-0.8) 

1143 359.3 359 3(36) 346.9(4,9) 152.9(3.8) 340 1(8 1) 314 6(8,5) 290(87.4) 269 9(5 0) 257 0(8.5) 


Aug 22. 

Capilal Miuket 1997 Ago 


BSE SensiUve Index (1978-79=100) 4lgt8( 19 45) 4186 
BSE-IOO (198.3-84=100) 1769(14 13) 1818 

BSE-200 (1989-90=100) 398(16 .37) 406 

NSE-50 (Nov 3, 199.5=1000) 116(816 ID 1171 

Sknxfca (XIR Index (Apr 15. 1994=100) 7591(992) 7225 


Ago Tniugh Peak Trough Peak 


1 68) 1427 4548 2745 4(8i9 

155(8 1.84) M89 1980 1217 1843 

.342(-.3.39) 3.31 440 27.3 411 

999 970 129.1 788 1196 

7591(992) 72 25 66 06(-l9.90) 6733 8657 51.6 90 0 


136l(-()2) 
I464( 5 5) 
12K(-5,I)) 
na 

72 76(-7.3) 


3367(1.1) 3261(-l.3 7) 
I549( 1 5) 160(8-12.2) 


.345 ( 6.3) 
na 

7B.,53(()7) 


.368( 18.2) 
na 
77,99 











Money and Banking 

Mt cmr* 

Monetary VariablM 

Outstanding Fiscal Year Variations 


Mar 31.1997 1996-97 1995-96 1994-93 1993-94 1992-93 1991-92 1990-91 1989-90198S-89 


Money Supply (M.) 

700183 

96176 

72581 

97019 

67582 

49776 

SI22I 

34878 

37457 

29218 



(15.9) 

(137) 

(22.3) 

(18.4) 

(15.7) 

(i9.3) 

(15.1) 

09 4) 

(17.8) 

Currency with the public 

132433 

14173 

17577 

18380 

14028 

7175 

8050 

6748 

7971 

4770 



(12.0) 

(17.5) 

(22.3) 

(20.5) 

(11.7) 

(15.2) 

(14.6) 

(20.8) 

04.2) 

Deposits with bonks 

.564512 

82107 

5.5043 

77781 

52342 

42173 

42960 

280S4 

29582 

24ISI 



(17,0) 

(12.9) 

(22.2) 

(17.6) 

(16.3) 

(20.3) 

(15 2) 

(19.2) 

(185) 

Net bank credit to government 

288816 

31038 

35359 

I8S0I 

27680 

17975 

18070 

23042 

20676 

I2I0S 



(12.0) 

(1.5,9) 

(9.1) 

(15.7) 

(11.4) 

02.9) 

09.7) 

(21.4) 

(14 3) 

Bank credit to comml sector 

175355 

30707 

51925 

54949 

17639 

32142 

16224 

20065 

23822 

20395 



(8.9) 

(17.7) 

(23 1) 

(8,0) 

(i7 1) 

(9 4) 

(13 2) 

08.6) 

(19.0) 

Net foreign exchange oswts 

102914 

20773 

3109 

24420 

30169 

3217 

10645 

3930 

-149 

1128 

of the bonking sector 


(25.3) 

(3.9) 

(44.7) 

(123.4) 

(15.2) 

(100.6) 

(59 1) 

(-2 2) 

09.9) 

Reserve Money (RM) 

200045 

5588 

25175 

30610 

27893 

11274 

11726 

10188 

14633 

9469 



(2.9) 

(149) 

(22 1) 

(25.2) 

(113) 

(13.4) 

(13 1) 

(23 2) 

(177) 

Bankers deposits with RBI 

59575 

-8969 

7.326 

10467 

12611 

3258 

.3059 

3116 

6562 

4175 



(-13 0 

(120) 

(20.6) 

(33 1) 

(9 3) 

(96) 

009) 

(29,6) 

(23 2) 

Net KBI credit to government 

I24I8I 

2832 

19871 

2178 

851 

4433 

5168 

ISI6S 

14068 

6928 



(2.3) 

(19 6) 

(2 2) 

(0 9) 

(47) 

(5 8) 

(20.6) 

(23.6) 

(13.1) 

Net RBI credit to centre 

120702 

19.34 

19855 

2130 

260 

4257 

5508 

14745 

13813 

6503 



(1.6) 

(20 1) 

(2.2) 

(0.3) 

(4 6) 

(6 3) 

(20 5) 

(23.7) 

(126) 

KBI credit to commercial sector 

6247 

-608 

262 

148 

225 

-1040 

918 

-7 

825 

1734 



(-8 9) 

(4 0) 

(2 3) 

(3 6) 

(-14 3) 

(14.5) 

(-0 1) 

(14.9) 

(45 8) 

RBI credit to Banks 

7(8)5 

- 14950 

8485 

7919 

-4334 

4783 

-4905 

2535 

392 

2639 

inci NABARD 


(-68.1) 

(63 0) 

(142 7) 

(-43 8) 

(937) 

(-49 0) 

(33.9) 

(5 5) 

(59 4) 

Net fores assets of RBI 

94865 

20773 

-628 

23298 

28775 

3809 

10855 

1915 

-135 

785 



(28 0) 

(-0 8) 

(45 3) 

(127 1) 

(202) 

036 0) 

(31 6) 

(-2 1) 

(14.5) 

Net non-nuinelary liabilities 

35187 

2891 

2938 

3321 

-2209 

831 

.393 

9486 

600 

2711 

of RBI 


(9.0) 

(10.0) 

(128) 

(-7 8) 

(3 0) 

OS) 

(54.1) 

(3 5) 

09 1) 

Monetary Ratios 




In percentages (except money muluplier) 



Bnd penud 











Currencyfdcposiis 


23 5 

24 5 

23 6 

23.5 

23 0 

24 0 

25 0 

25.2 

24.8 

CurreneyfM, 


IK 9 

196 

189 

189 

186 

19 3 

200 

20.0 

19.8 

l)eposils/M, 


80.6 

79 9 

80.4 

80.5 

81 0 

805 

79 8 

79 7 

79 8 

Money multiplier (M/RM) (in multiples) 


3 SO 

3 II 

3 14 

3 13 

3 31 

3 19 

3 03 

2 98 

3.07 

As pniporlion In domeslic credit* 











a) Net bank ciedit to government 


43 5 

42 8 

43 2 

46 2 

44 5 

45.7 

449 

43.6 

43.0 

b) Bank cn'dit to commercial sector 


56 5 

57 2 

56 8 

53 8 

55.5 

54 3 

55 1 

564 

57 0 

Incremental 











Currency/Ucposils 


17.3 

31 9 

23 6 

26.8 

170 

187 

24 1 

26 9 

19.8 

Currency/M, 


14 7 

24.2 

189 

20 8 

144 

157 

19 3 

21 3 

16.3 

l)cpusils/M, 


85 4 

75 8 

80 2 

77 4 

84 7 

83 9 

80 4 

79 0 

827 

Muncy inulliplicr (M/KM) (in multiples) 


17 21 

2 88 

3 17 

2 42 

4 42 

4 37 

3 42 

2 56 

3.09 

As pniporlion In domeslic credit* 











u) Net hank credit to governiiicnl 


50 3 

4(1 5 

25 2 

61 1 

35 9 

52 7 

53 5 

465 

37.2 

h) Hunk credit lo commercial sector 


49 7 

.59.5 

74 8 

38 9 

64 1 

47 3 

465 

S3 5 

628 

* Domeslic credit is the total of net hank c 

redit to guvernnicnl and 

bank credit to cummcieial sector 





•’scheduled ('ommcrcial Bunks 











Aggregate dcpnsiis 

S05599 

71780 

46960 

71727 

46560 

17814 

38217 

25582 

26809 

22105 



(16 5) 

(12 1 ) 

(22 8 ) 

(17 3) 

(164) 

(198) 

(1.5 3) 

(19 1) 

08.7) 

Demand ileposils 

40610 

9996 

3712 

20331 

lOltl 

1371 

11896 

4336 

5514 

3095 



(124) 

(4 8) 

(35 9) 

(21 8) 

(10) 

(35 8) 

(150) 

(236) 

053) 

Tunc deposits 

414989 

61784 

43249 

51,396 

.36449 

.16441 

25321 

21246 

21295 

19010 



(17 5) 

(14 0) 

(19 9) 

(16 4) 

(196) 

06 5) 

05.4) 

08 2) 

919 4) 

Toial advances 

278401 

24386 

42455 

47142 

124.36 

26390 

9291 

14848 

167.34 

14183 



(9 6) 

(20 1) 

(28 7) 

(8 2) 

(21 0) 

(8 0) 

046) 

09 8) 

(20 1) 

Food credit 

7597 

-2194 

-2484 

1.368 

4164 

2073 

164 

2500 

12.36 

-1420 



(-224) 

(-20 2) 

(125) 

(61 8) 

(44 4) 

(3 6) 

(124 6) 

060.5) 

(-A4.8) 

Nun -ItMid ctedil 

270804 

26580 

44938 

45774 

8272 

24317 

9127 

12348 

15498 

15603 



(1091 

(22 5) 

(29 8) 

(5.7) 

(20 1) 

(8 2) 

(124) 

08 5) 

(228 

Investments 

190513 

2.5731 

15528 

16731 

26867 

15460 

I5I3I 

10696 

9707 

8158 



(156) 

(104) 

(126) 

(25 4) 

(17 1) 

(202) 

066) 

(17 8) 

07 5) 

Cicdil-dcposit ratio 





(In percentages) 




Endpenod 


55 1 

58,6 

54 7 

52 2 

566 

544 

60 4 

608 

604 

Inctvmemal 


34.0 

904 

65 7 

26 7 

698 

24,3 

58 0 

62 4 

64 2 

Invesimcm" deposit ratio 











End-period 


37 7 

38.0 

.38 6 

42 1 

.39.3 

.39.1 

.39 0 

38 6 

MjO 

fncie mental 


35.8 

3.3 1 

23 3 

57 7 

409 

39 6 

41 1 

36.2 

369 


(Monclary data a« bawd nn March ^ 1 for RBI after ckMure of government acconnts and taai icpomng ftiday for whednied commercial baMnl 
Siwn t. RBI ptiWtcations _ 
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CENTURY TEXTILES 

^wer Shortage 

flE flagship company of the B K Birla 
oup, Century Textiles, fared poorly in 
96-97, its centenary year. This diversified 
nglomerate is presently engaged in the 
anufacture of textiles, yam, rayon, tyre 

rd, chemicals, cement, paper and pulp, 
jrther, it also operates a shipping division 
id is part of a consortium of four companies 
hich operates and shares the profits of Birla 
.’res, a division of Kesoram Industries 
nulher group company). 

Century Textiles claims that its perfor- 
ance suffered due to adverse market condi- 
ms in the cement and paper industries: 
fious teething problems in its hagassc- 
ised paper plant: steep decline of dry bulk 
hghl rales in shipping: and severe power 
ortage faced by the company’s units in 
ladhya Pradesh ranging between 4() per 
:m and 60 per cent over a long period and 
M)uem unscheduled power cuts. Generally 
gh interest rates and a still higher burden 
interest due to the fact that the company's 
gasse-based paper project, its new cement 
oject at Maiha and some other capital 
penses were financed through loans. 
While the company's net sales and value 
production in l9%-97 ro.se by 10.2 per 
mover l99S-96,a$harpincrca.scinopcra- 
"costs led toa I9.8pcr cent fallinoperating 
afit. Steep increases in interest charges 
s 88.3 percent) and depreciation provision 
s 36.1 per cent) added to the company's 
ICS. Consequently the company's bottom- 
e stood at a negative Rs 12 lakh as 
mpared to a net prolit of Rs 194.75 crore 
the previous year. 

Respite the drastic fall in profitabiliiy. the 
mpany maintained the dividend at last 
ar's 60 per cent. Further, to commemorate 
centenary, tlie company has announced 
lonus issue in the ratio of one equity share 
every share held. Consequently, book 
ue fell from Rs 2,329 per share (face 
lie: Rs 1(X) per share) to Rs 2,249 per 

re. 

iTie company'stextilesdivi.sion's margins 
lie under pressure following increase in 
cost of production in the form of a 
itifuious rise in costs of wages, dearness 
iwance, power and various other inputs, 
weover. prices of fabrics in the domestic 
J export markets did not increase 
.xirtionately due to restricted consumer 
nand and financial constraims. 
ilaigins in the rayon yam division also 
ne under pressure following incrcac in 
t of inputs and competition in the domc- 
and overseas ma^ets. Production of 
on yam was only marginally higher than 
he previous year at 14,288 tonnes. Similar 
j the case at (he chemicals division where 
culprit turned out to be the creation of 
litional domestic production capabilities 


in the weslem parts of the country and the was liifhci ^) 1*^ 1995-% 

severe competition resulting therefrom. Further, despiie a sUvp increase mdeprtx,. 

The operations of the shipping division ation chaiges lup 2.1.1 per cent) ana a 10.4 
nrete affected as the dry bulk freight market, per cent increase in interest charges, the 

which saw the highest level in May 1995. Liimpany'sbo«om/inc improved by 14.6 per 

fell steeply by as much as 58 per cent from cent. Exports Iih> increased by 25 per cent, 

its peak to witness ns lowest level in the Encouraged hy its performance and an 
decade In September 1996. This was mainly increase in earnings per share from Rs 41,1 
because the world dry bulk seaborne trade to Rs 47.1, the company raised the dividend 


hardly increa.sed by about 1 per cent in 1996 
against the projected 4 per cent. 

The performance of the cement division 
was al.so atfcctcd due to severe power cuts, 
poor quality of coal, and tnadcquulc supply 
of wagons. There was a sharp increase in 
production costs Kniduclo incrca.se in railway 
freight tariff by 10 pci ccnl, cost of coal by 
19 per cent, power by 18 percent and increase 
in wages. "To add to this, pnccs ol cement 
witnessed a downtrend due to the recession 
in the eontructioii industry and the curtail¬ 
ment of orders by govcniiiicni departments. 
In the current year us well, a freight increase 
of 12 per cent has been made effective 
from April. 

The company has now undertaken a paper 
board project for w Inch it has already impor¬ 
ted a second-hand plant from Germany. The 
plant, which has been dismantled, is being 
revamped with the best mixiern technology 
in order to produce high quality product-mix 
of coated and uncoated varieties of paper 
hoard. The plant, which has a capacity of 
350 tonnes per day, cost Rs 275 crorc and 
will he hwated in West Bengal lagainsi the 
earlier choice of locution in I'ttar Pr.iJcsh). 

Meanwhile, the compuii> has completed 
and commissioned its 100 per cent export- 
oriciitcd denim project in Madhya Pr.idesh. 
The plant, which has a capacity to produce 
10 mn metres of denim lahric per annum, 
has been set up in a record period ol just 
15 months. The plant is equipped with the 
latest state-of-the-art imported machines 
which have logic programme coni rollers and 
arc connected to a special on-line central 
computer control unit. 

The company now proposes to subdivide 
the (ace value of its equity shares from 
Rs 100 per share to Rs 10 jier share. It is 
also introducing depository facilities in 
respect of its equity shares which will 
facilitate paperless trading in equity shares. 
The company's share price currently quotes 
at around Rs 2,IK0 on the bourses. 


rate from 62.5 per ccnl to 67.5 per ccnl. The 
company also declared a bonus issue in the 
ratio of one equity .share for every two .shares 
held. Despite the reduction in reserves and 
increase in equity on thrs account, book 
valiic was placed highcrat Rs .111.7 per share 
as compared lo Rs 271.4 per share in the 
previour year 

The conip.iiu's ra\on division saw its 
highest pnxiiiciion of viscose ni.imcnl yarn 
in l9%-97 ai 1.1,803 loniies. The division 
pei formed wel I despite a significant increase 
in the excise duly on viscose filament yam, 
incrcu.se in price ol jKlroleiim products and 
a 30 iX-M cent increase in power lariffs. The 
diviMi.n ,iKo commissioned a backward 
integr.ilioii project a 3,1,000 tonnes caustic 
soda plant costing Rs 118 ciorc. While 25 
percent ol the plant's produciiiHi will be lor 
captive consumpiu'ii. llie lull inipael ol 
the unil's operations will be relicctcd in 
1997-98. ITie eompany al.so commissioned 
a 16.5 MW co-geiier.ilioii thermal power 
plant with rmc boiler al a total outlay of 
Rs 75 erorc Alter the installation of the 
second boiler, the plaiil is expected lo 
operate ,it lull c.ipacii>.supplyinguninlcmip- 
icd and stable power lo Ihc siscose filament 
y.irntVFYl and euiislic soda plants, i'unliur, 
in order to ensure self-.siilfieicney in power, 
itie company is setting up another 15 MW 
power pl.iiit al a cost ol Rs (it) crorc. It also 
plans to .idd eight coniinuous spinning 
iiiach.acs on parallel yarn in older loenhunce 
maniilactunng excellence, at a total cost of 
Rs 40 erore. The racihly, which is expetlod 
toK'commissioned by June 1998, will make 
the diMsion the first in the country to 
incorporalestatc-ot-lhe-art VFYIcchnolo •>. 

The stable working of the cement divi.sion's 
lherir.:!l power plant and the iin|xirt of high 
quality coal hel|Kd the division increase 
production by more than 24 per cent over 
the previous year. The company claims ihut 
production and sales would have been higher 
but tor Ihc intrustructiire con.strainis such as 


INDIAN RAYON 

Record Production 

An A V Birla group company. Indian Rayon 
performed well in 1996-97. The company 
IS a diversided unit manufacturing rayon, 
cement, white cement, textiles, carbon black, 
insulators and argon gas. 

While net sales and value of production 
improved by 17 per ccnl and 18 7 per ccnl, 
respectively, the company's operating prutit 


the piMir availability ol wagons and Ihc 
inicrior quality ol indigenous coal supplies. 
Production cosis were higher due lo higher 
cost ol ma)or inputs such as coal, power and 
transport Cement pi ices during the year 
under review were lower due lo inadequate 
fiivcrnmcnt offtake, a depressed real estate 
market and excess prodiu iion capacity pre¬ 
vail i ng in the count ry. The company ’ s cement 
division managed to pcriorm well despite 
these lower prices mainly because its opera¬ 
tions arc conecntraied in the south where 
demand outstrips supply. The while cement 
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FlaaMtai toAulan 


CmanTumm 



1997 

TBsr 

1996 

TSrar 

1997 

~ Htoh 
1996 

~iiHar 

1997 

MHck 

im 

lac—s/uppcspriatlum 

1 NctialM 

175209 

159053 

141256 

1^88 

21988 

11648 

2 Vslw of pruducilon 

I80S2I 

163690 

142653 

120194 

22002 

18965 

3 Other hNtome 

7277 

8167 

9935 

10158 

1035 

372 

4 Total Income 

187798 

171857 

152588 

130332 

23037 

19337 

3 Raw materiali/sioiM and 

spaict coniumed 

62502 

57577 

47593 

42350 

9162 

8638 

6 Other nunuteturing expeases 

50067 

39176 

27350 

21201 

3919 

2696 

7 Remuuetaiioa (0 employeei 

18I2S 

I7I4S 

8937 

7644 

3110 

2843 

8 Other expeesct 

27436 

20962 

26138 

22133 

2775 

2013 

9 Operating prqfli 

29661 

36997 

42570 

37024 

4071 

3147 

10 lateimt 

20196 

10728 

10714 

9709 

1031 

593 

11 Grots pn^t 

12656 

28580 

31870 

27455 

3531 

2622 

12 Depreciation 

12374 

9090 

6983 

5674 

825 

514 

13 Frcfit before tax 

-12 

19475 

24573 

21775 

2706 

2108 

14 Tex provisioa 

- 


3400 

3300 

525 

550 

IS Prcflt after lax 

-12 

I947S 

21173 

18475 

2181 

1558 

16 Dividends 

2791 

2791 

3036 

2809 

1012 

723 

17 Retained profit 

-2803 

16684 

18137 

13666 

1169 

835 

UsbUitka/MfcU 

18 Paid-up capital 

4652 

4652 

4498 

4495 

2529 

2528 

19 Reserves and surplus 

103497 

107561 

138219 

120193 

13808 

12813 

20 Long-tem loans 

135617 

119771 

96212 

75818 

4095 

3708 

21 Shon-lerm loam 

29088 

15753 

12158 

13871 

4614 

4095 

22 Of which bank borrowings 

22588 

14753 

12158 

13871 

3482 

3970 

23 Gross fixed assets 

277272 

244969 

203074 

172867 

21749 

17488 

24 Accumulated dqueciatioa 

83.533 

71689 

51486 

44455 

5626 

4672 

25 lavcatorics 

41329 

37050 

23639 

21634 

3112 

3558 

26 Total asscts/liubililies 

307231 

280173 

274890 

235379 

29389 

27300 

MbceHaneom hems 

27 Excise duty 

22936 

18661 

22858 

19454 

2172 

1180 

28 Cross value added 

49836 

53169 

43568 

36316 

7697 

6099 

29 Total foreign exchange income 

.36938 

35081 

21281 

17044 

5349 

3444 

30 Total foreign exchange outgo 16941 

Key fhiandel mtd peftorBumce rtlos 

11700 

19417 

24875 

3103 

1127 

31 Turnover ratio 

(sales to total assets) (%) 

57.03 

56.77 

51.39 

51.32 

74.82 

68.31 

32 Sales to total net assets (%) 

64.21 

64 20 

.56 26 

56.34 

87.79 

8057 

33 Gross value added to 

grow fixed assets (%) 

17 97 

21.70 

21.45 

21.01 

35.39 

34.88 

34 Return on investmeat 

(gross profit to total assets) (%) 

4.12 

10.20 

11.59 

11.66 

12.01 

960 

35 Grow profit to sales 

(grots margin) (%) 

7.22 

17 97 

22.56 

22.73 

16.06 

14.06 

36 Operating profit to sales (%) 

16.93 

23.26 

30.14 

30.65 

1851 

16.88 

37 Profit before tax to sales (%) 

-0.01 

12.24 

17.40 

18.03 

12.31 

11.30 

38 Tax provisioo to 

profit before lax (%) 

- 


13.84 

IS.IS 

19.40 

26 09 

39 Profit after rax to net worth 

(teitim on equity) (%) 

-0.01 

17.36 

14.84 

I4J2 

13.35 

10.16 

40 Dividend (%) 

60.00 

60.00 

67.50 

62.50 

40.00 

40.00 

41 Earning per share (Rs) 

-0.26* 

418.64* 

47.07 

41.10 

8.62 

6.16 

42 Book value per share (Rs) 

2249.29 2328 55 

311.67 

271.41 

54.99 

50.38 

43 P/E ratio (based oa laleit and 

conespouding lust year's price) 

- 

10.63 

5.63 

10.95 

5.80 

828 

44 Debt^equity ratio 

(adjusted for revaluation) («) 

45 .Sbort-lenn bank boraowiqgt 

129.61 

110.57 

68.63 

62.15 

29.45 

29.12 

to invenloriet (%) 

54.65 

39.82 

51.43 

64.12 1 

111.89 III5I 

46 SitBtky ciedfton to 


UMlry debton (%) 

47 Toui icmiaeniiMi to employcet 
to gnu value added (%) 

4S Total lemwMSfUliou to entployeea 
to value of ptoductioo (%) 

49 Crou fixed aaaeta fbnnailon (%) 
90 Ctowtii iu iuvcalotlea (%) 


109.05 114.57 55.67 54.» (6.49 $2.79 


36.37 32.25 


iao4 

13.19 

11.55 


10.47 

I9.n 

23.10 


20.51 

6.26 

17.47 

9.27 


213)5 40.41 46.61 


6.36 

32.61 

9J7 


14.14 

24.37 

-1254 


1499 

2969 

9a37 


- mean not avaUaUe. * meam tee value per ahue It Ra 100. 


(MiMod alio poifanHod wii iwMtfw ill 
aa-liiwMihpfwlw(ieB«riJ8i^ 
MeanwUle. dtt oonpMqr bH caltn^ iMo 
an agneiaeitt with the rteioiial Securitiw 
Depoahoty to fadlilale iavcfton to hoU itt 
uciirities in the ekctroidc form, and to hi 
the pniceu of inatailing the nqutoed com- 
puter hardware and tofiware. Indian 
Rayon'a thaie aunready quoiei at aeoand 
Rs 265 on the bounei, ^KOonthK itt laieit 
earnings per share by S.6 times. 

COETZE (INDIA) 

Rise in Exports 

Goetze (India), a part of the Ddhi-haied 
Escorts group, seems to have performed 
well by earning a 40 per cem higher net 
profit on a 17.9 per cent higher net sales in 
1996-97. The c om pany is engaged in the 
manufacture of auto anctllaries, leather 
garments and soiveat oil extractioa 
While value of production improved by 
16 per cent over the same period, operating 
profiu improved by 29.4 percent The sharp 
increase in the bottomline was despite steep 
increases in interest charges (up 73.9 per 
cent) and depreciatioa (up 60.3 peroetx). 

In sfnteoftfae increase in proiitdbtlitya^ 
in earaii^ per share from Rs 6.2 to Rs 8.6, 
the company has not increased the dividctid 
rale md hat maintained it at last year’s level 
of 40 per cent. This could be the 

quality of thecompany’seanmigsisdebaitibie 
considering the three-fold increase in other 
income and a lower lax ptovtsion during the 
year under review. 

The company’s aiio-andllaries divisioa. 
however, p^ormed well with a 17 per cem 
increase in hinover from Rs 143 croie to 
Rs 16S.I3ciore. With the growing demand 
in the automotive sector, the diviaion't 
capacities were more than fiillyutiliteddurfng 
the year. 

D^le the adverse conditions in the 
solvent extraction indutiry, the company’s 
solvem extraction unit poformed wefl add) 
lumoverrisingby 14.2perceMfiomRt 3X8S 
crore to Rs60.36ciora. The l ento ga rm u r ts 
division loo saw its tnniovtr rising ftom 
Rs 9.42 crore to Rs 16.02 ciore, rrfiitfiiag 
an increaie of over 70 per cent. 

Export eamiitgs too were higher by 33 per 
cent Thecompanydaimt that this wa s mirty 
due to iu foresight in identifymg cxpoitt m 
a thrust area and the einphasit on buildiiy 
and mirturing overseas mattos. 

The company, it seons, has divetaified 
iMo unrelated arets-aoltKaBcillaricafptoioa 
rings) beii^ iu main bosteiets. Itoto, the 
ioiif geaurion periods in these nmrlahxl 
areas has lad to a drain on the omapany’s 
rescurGes. Consequently, it now prapoaea to 
hive off hs leather ganncau aid edible oib 
vtotoas which accoum for 20 per cent of 
Hs cutmol turnover. The recent dow.dowa 
in the automobile induaty may also afltet 
the company’s petfcraunoe. 

iu shim, meanwhile, quote at around 
RsSOon the bourses, rUscewittoig hs 
1996-97 eamiafs per share Igf S.8 ttouea. 
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'J!iey!tifiig tkf Hvr/if ec(momy 

, ^S^^UHtp^ms eftoday's /argest and most poweiful 
What will be the impact of these forces on the developing 
*com>mes ^ich have by and large come to accept the ineviKihiliry of 
working within the network of the global capitalist system ? 


CAPITALISM holds undisputed sway over 
the entire globe. The US reigns supreme with 
under 5 per cent of the world’s population 
and 25 percent of the world’s output In the 
middle of the 19th century Britain enjoyed 
a similar supremacy but in the long ran it 
did not turn out to he sustainable. Paul 
Kennedy identified two long-term threats to 
the continued supremacy of the US: the drag 
on the economy of the ’imperial overstretch’ 
resulting in high defence spending and a 
simultaneous challenge to its industrial aitd 
technological leadership by Japan. That 
assessment was in 1988. Since then the 
work! economy has changed dramatically. 
The US secs no threat to its long-term 
supremacy. It stands, to all appearances, as 
the strongest and the purest exponent of the 
world’s dominant ideology - free-marlcet 
capitalism. 

What is the nature of the forces that arc 
driving global frce-marlcct capitalism? 'This 
is the theme of Lester Thurow's brxik, The 
Fuiure of Capitalism. ’ It was some SO years 
ago that Schumpeter argued that the “actual 
and prospect! ve performance of the capitalist 
system is .such as to negative the idea of its 
breaking down underthe weight of economic 
failure’’, but that “its veiy success undermines 
the social institutions which protect it, and 
inevitably creates conditions in which it will 
not be able tc live". Will the forces that are 
shaping the world economy undermine some 
of the stability as.sumptions of the largest and 
the mo.'t powerful economy of today? What 
will be the impact of these forces on the 
developing economies which have by and 
large come to accept the inevitability of 
working within the network of the global 
capitalist sy.stem and the logic governing its 
economic regime? These questions haunt 
one as one is through with this exciting and 
stimulating book. 

Economic policy-making has to justify 
itself ultimately on its success in creating 
employment opportunities and in ensuring 

• Thf Fuiure of Capitalism: Hiiw Today's 
Kt imnmic Forces Will.Shape Tonuirrow 's World 
by Lester C Thurow; Nicholas Brcaley 
Publishing, London, 1996: pp 3g.S -«■ x, £16 99. 


a progressive redqction in inequality in the 
distribution of income and wealth. Over the 
last three decades inequalities have been 
rising in every industrial, occupational, 
educational, demographic and geographic 
group. Quoting extensively from the data of 
the US Bureau of the Census, Thurow focuse.s 
sharply on this suiging inequality. In the 
decade of the 1980s, all the gains in male 
earnings went to the top 20 per cent of the 
work force and an amazing 64 per cent accrued 
to the top I per cent. If incomes rather than 
earnings are looked at, the top I percent gets 
even more - 90 per cent of the total income 
gain.s. Changes in physical wealth miirorcd 
those in earnings and income. By the early 
i990s the share of wealth held by the top 
I per cent of the population (more than 40 
per cent) was double of what it had been in 
the mid-1970s and was back to where it had 
been in the late 1920s before the introduction 
of progressive taxation. All this is a reflection 
of the continuous reduction in real wages 
across all groups except for the lop. Real per 
capita GDP rose in i 8 of the 20 years between 
1973 and 1992, but real weekly wages felt 
in IS out of the same 20 years. Declines in 
real wages are not related to the phase of 
business cycles. 

How does one explain this? The logic of 
global integration releases pressures for 
factor-price equali.sation - a pressure which 
economic units across the slobc h..‘'e to 
accept as inevitable for the maximisation of 
their prnnts. Every couiiuy gets linked in 
different patterns of supply and demand and 
has to undergo a painful restnicturing process, 
but (lie game has to be played. This is the 
heart of today’s capitalism: the rales of the 
game cannot be quc.slioned. Thc.se have to 
apply equally to all participants in the world 
economy. Every country has to adjust itself 
to the stark reality that globalisation limits 
the government’s freedom to act indepen¬ 
dently in the economic sphere. Inequality in 
the distribution of initial conditions is a fact^ 
of life and is no ground for asking for or 
expecting any exceptional treatment. 
“Sentimental attachment to some geographic 
part of the world", as Thurow puts it, “is not 
part of the system". 


tiupilv lonmtn'i mthd cm distuTu 
tidnUty » US soele^mf economy n, 
ihKtfofmigntkmlbabn^tlecoiia^ 
commMsm comet ah In Ihemlyasashis 
Cfcatett concfw. TTie wiy he opens the 
. cbapleron ‘The End ofCommanim’ makes 
it transparent: ’'Hw earthquake that ended 
communism sent 1 . 9 billion people lumbling 
into the capitalist world”, a tectonic event 
which is pushing into the old capitalist world 
large supplies of cheap well-educated labour 
from the second worid and indirectly, by 
destroying belief in import substitution and 
quasi-socialism, creating huge supplies of 
very low-wage unskilled third world labour. 
Further migration is pushing a lot of energetic 
but unskilled labour directly into the first 
world. Thurow apprehends that these 
migrations could seriously affect wage 
stability in the US economy and in the pro¬ 
cess cast a shadow on (he future of capita¬ 
lism itself. 

The massive inflow of such labour has 
therefore to be stopped at all costs. This is 
in the larger interests of the preservation of 
the system it.self. The logic of factor-price 
equalisation cannot be allowed to have 
automatic applicability to the most powerful 
capitalist country: is that not for the second 
and third worlds! This is so obsessive with 
'Thurow that he take.s meticuloas care to spell 
out for the US government the outlines of 
a policy to slop migration. “Have a national 
identity card with penalties for anyone who 
hires someone without the card; check 
randomly and repeatedly everyone's identity 
card to ensure that they are in the country 
legally: quickly deport anyone without the 
necessary card. Identity cards could be 
regularly required at the security checkpoints 
that we now have to pass at airports and in 
most other forms of transportation. On 
highways some toll bcxiths could randomly 
he used as identity card checkpoints, and 
high-voltage elcctrincd fences could be built 
at borders such as the Mexican-American 
one." Certainly a very imaginative way to 
rescue the US capitalist economy! 

The boundaries that the author has set for 
himself, keeping the health of (he US 
economy as the primary focus, have 
circumscribed the range of discussion on the 
issues that arc surfacing in the current phase 
of capitalist development. We need to widen 
the brandaries to understand the perceptions 
of countries which have been sucked into the 
process of globalisation or have chosen to 
be active participants. 'Their emerging 
concerns in the matter of industrial deve¬ 
lopment, employment generation and 
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j togkaJdamwaiidl nciBM ei hipiBJiictivity 
wmild tna^laie ioto mgie Jota, bat in the 
tanoat|Mocbw<rf‘creitivndMnicliaa’,ohty 
the deitnictioa peit teeim t« be epenttng 
for the ttae bei^. The Utely backluh hai 
dtited wotrying even thoic whoie cran- 
niitniaii to free nuuket capitalism is un¬ 
questioned. In a cohunn oomributed to the 
lnumatioiul Herald Tribwu before the 
annaalgBt-togelhermDBvoa. Klaus Schwab, 
the founder of the World Economic Ponun, 
and Claude Samadja. mmaging director of 
the Forum, have ihit to say: "It becomes 
apparent due the head-on mqa^ompetition 
tto is part and pared of globalisation leads 
to winaer-tdte-all situations; those who come 
out on the top win big nd the loien lose 
even bigger. The gap between those able to 
ride the wave of ^obalisation. specially 
because they are knowledge-and-cominuni- 
cation-ofiented. and those left behind is 
getting wider at the national, corporate, and 
indi vidua] levds.” Such conflictingevidence 
and perceptions have to be respected. While 
history and the contemporary scene are full 
of examples of unforeseen and secondary 
benefits, from the steam engine to the 
computer, there is acknowledgedly need 
for more research on the impact of te^nolo- 
gical advance in one sector on productivity, 
output and employment in other sectors. 
Empirical evidence is certainly not con- 
durive. We have yet to see the new job- 
activities* multiplier em e t ge. There is no 
certainty that the acceptance of the logic of 
an open world economy would help in 
containing the scourge of unemployment 
and not aggravate it 
The forces that are shaping the industrial 
landscapes of the diiTennl countries of the 
world are being primarily shaped by 
technology. The rapidly growing industries 
of the future, at Thurow extensively 
discusses, will be the seven brain-power 
industries; microelectronics, biotechnology, 
the new material science industries, 
telecommunications, civilian aircraft manu- 
fiscturing, machines and robou and computer 
baidware and software. Their distribution 
round the world is virtually dictated by the 
busineu dedsioiis of the multinationals. It 
is they who hold the key la the whole process 
and paOdm of development of the gfobal 
capitalist economy. HieiT decisions are 
ntturally influence by the comparative 
advantage each country has and con offer in 
terms of skills and technology and the market 
poteniial to give the compatitlve advantage 
to Ae muMnallomi oorporaies in terms of 
loeaiion and opatatk ma i flmrihility. Given 


distributian. True, dm faiduitiial landscape 
is dun^ng in many oounlfies. but these are 
locational adburiMoo in thn industrial 
conglomerates of the multinational 
enterprises and add Hole to the inhncfit and 
sustainable strength of the local economies. 
While the US and other industrialised 
countries benefit and will continue to benefit 
from the free movement of capital and 
strengthen their bargaining power in the 
economic power gome, the other countries 
face the prospect of getting increasingly 
marglnali^ To borrow an expression from 
Ocuvio Paz, they are becoming the victims 
of a ‘syllogisnKlagger*. the metaphorical 
paradigm for the relations among the 
intelleehials who are defining reality in terms 
of technology-driven global integration, the 
power-wieiders who shape the world to 
conform to the reality thus defined and others 
who have to suffer in consequence. 

Equally omirwus are the consequences 
flowing from the liberalisation of financial 
flows which are far mote unpreihctabie than 
movementsofforeigncapital and technology. 
The volume of global transactions, the speed 
of transmission of funds, the creation of 
technology-driven innovations, management 
of risks in such Iransactiont, enforcement 
jurisdiction of the regulatory authorities - aU 
these have their own dytuunks. Their range 
and complexities can prove to be too 
overpowering even for the regulatory 
authorities of the mature industrialised 
countries. Thurow does not discuss the 
implications of the autonomous movemems 
of global financial flows for the stability of 
capitalism itself. We have come to accept 
it as axiomatic that the growing 
imerdependencc md iniegnuioa of the world 
economy is such that the market must 
facilitate easy access as well as easy exit. 
It is the twmerous fund managers that make 
decisions to move funds at lightning speed 
across borders; H is the lure of higher returns, 
the quick opportunities to make money 
through arbitrage that drive theriL The funds 
that are looking out for higher returns have 
reached staggering proportions and the 
siKcess of the fund managers depends on the 
swiftness with which they pour ittto and take 
funds out of the different markets. A small 
portion of the available funds go into the 
slocks of the emerging morkeu but even 
though small these are potem seeds of 
systemic detiabiHty. Mexico was a dassic 
case where the US gover nm ent moved in to 
protect its own savers from theconsequenoes 
of the market deciskmt of the inveatment 
managBn.lnieiveniianbytlieUSgoveinaaent 
saved themvestora in the m u tu al a n d penaioH 



rh—« deipecBie amps in ks osminlaiatt; It 
also moved swiftly to band iba dWfaant 
mnhinational insfHutioas fat im wwM 
financial ecoiMmy to work to its om 
advantage. On the other hand, dw snnnftlm 
which suffer the consequences of the 
dedsioot in terms of exc^ve liquidky. 
asset bubbles and external imbalances have 
to sweat it out on their own. Mexico is not 
and will not remain an isolaled case: the 
human and social cosu of the proces s ate 
already testing the social fabric of even those 
countries which ei^ surfing on the waves 
of globalisation. Transformatioo of the 
global maiketplaceandihespeedwitbwMch 
this transformation is taking place do pose 
a serious threat to the ftiture of capitalism 
itself. The world financial system, at Henry 
Kaufman putt it, it an 'incubator of risk*. 

We have entered an era of systemic 

discontimiity. Technology hat thecspobilfay 

of networking the global economy where the 
concepts of natkmal nuuket, lerrilorialily 
and geography become lest and less relevain. 
National states and markets in both 
geographic scope and mode of organissrion 
do however exist This asymmetry bet w een 
global economy and local ecoocuny is 
basically unstable. Capitalism is sailing into 
a new uncertain world - that is how Thueow 
cotKtludet. He does not speculate how dial 
uncenain world will affect the different 
countries in different phases of developmem. 
Will there be a change of guard or win there 
be a coterie of nations? Such doubts have 
to be set at rest at any cost The US has to 
assume the self-imposed responsibility to 
assert its leadership and end any such 
uncertainty. Who elre can? A multipolar 
worM with nodornitiani poorer, what'Tliimiiw 
cdls the fifth tectonic fom, hat to be adapted 
in a way which iosulaiet the US e c orwrny 
from tire adverse impact of Cactor price 
equalisation and keeps it strata enough for 
playing its leaderthip role fordie p res erv a tion 
of world capitalism. 

A bit of crysttf grazing. Looking at the 
growth path of capitalist dev el opm en t Mce 
the beginning erf the commer ci al levolutioi^ 
one can see the tJter nati ag phi a rt of e c ono m i c 
freedom and economic regulatirm. A 
pendulum-like movement between the two 
phases has been observed with tutptising 
regularity by Henri P ir ei m c in hit ttody of 
the evo l ution of historical capitalism. Each 
swii^ of the pendidum ongiiuaed in the 
dysfunction of whatever organisattomd thrust 
h a p pe n ed to be dominrmt at the begimit^ 
of the swing. Are we at the stage wh ew the 
new swing towards econorrhc fieedom will 
be offaet by the countervailing i rndmcica 
that are beitig genented by the very scale, 
fattamily and speed of the same eonttotnlc 
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ldE(k«y’s R»idliig irfMal^alaiii Press 
A Blindfold Stab? 

TaniSNair 

The sign^cance of language newspapers in analysing social 
processes does not appear to have been properly recognised and 
studied. Given this situation, commentaries based on impressionistic 
statements and casual discussions with a totally new generation of 
owners and journalists cannot definitely help construct an objective 
and systematic account of the production, distribution and 
consumption of the press output at specific historical Junctures. 


ROBIN JEFFREY’S series on the language 
newspapers is indeed an attempt long overdue 
in filling a critical gap in the discourse on 
the Indian culture, society and political 
structures. The regional languages press, 
patronisingly called the 'vernacular press’ 
by the British, have evolved over the decades 
as ideological and economic institutions 
passing through varying phases of 
development Each such phase in each region 
and language has been characterised by a 
distinct constellation of forces - cultural, 
social,political andeconomic. Unfortunately, 


of a vital institution and presented them as 
a coherent whole. Especially, some of his 
major observations ItJte the one about the 
apparent caste/communiiy affiliation of 
readers to specific newspapers in Kerala 
need moK insightful analysis of the societal 
processes. Otherwise it looks too simplistic 
an equation invented by the newspaper 
owners to make economic gains. Similarly, 
the argument that the 'force of capitalist 
practices and international technology’ and 
their constant and skilful adaptation to local 
conditions is nothing but an altruism. The 


By the IM dnaib 

rMher cle« tlii thB MaUy#|tt 

wu evolvint iMQ « fawtila4pn e«|^ 
i^lecdng laifor aodat qoitoeim. dw 

potential to grow independendy of rriij^oui 
patronage. AchangewuvialbleindieiMiun 
of the piets around 18W. wheniheMdaM 
religiosity of ihp misHonary preti wai 
gradually being replaced by a more socially 
and politically sensitive press. In the history 
ofMalayalamnewspaperpubluhioglliiswas 
a patticulariy signiflcani landmark. Two 
newspapers, Nasrani Deepika and Malayala 
Manorama were launched in the years 1886 
and 1888 respectively, in Koltayam. which 
was then a part of Travancorc. Interestingly, 
they represented a blend of sectarian 
community/religious interests and a wider 
developmental outlook that later came to 
have curiously characterised the MalayaJam 
press. Looking back it appears that this phw 
had combined in itself two domineering 
features: the continuance of the hold of 
religious forces (as symbolised by Nasrani 
Deepika) and the apparent realisation of the 
possibilities of commercialising this 
ideological apparatus by exploiting its social 
and political prowess (as exemplified by 
Malayala Manorama).* While Deepikachose 

.^,.•.1? _ a*. •.. . ta a.. a 


these forces have not been addressed 
adequately by social bislorians in the analyses 
of societal change processes. Economists 
have always kept themselves away from this 
important economic organisation, though, 
as Jeffrey has pointed out some of the 
language press have registered phenomenal 
rates of growth over the last few decades. 

However, I have some serious reservations 
about the way Jeffrey has gone about 
explaining the trends in the language press. 
It appears that he has come to certain lolly 
conclusions and hypotheses without really 
trying to explore the underlying processes 
at various stages of the evolution of this 
pioneer mass media institution across regions. 
He seems to have totally ignored the 
continuity aspect of media institutions - the 
fact that ‘media are continuously in the past 
and the present’.' Hence his attempt looks 
like a ‘blindfold stab’ to explain a long and 
complex process with the help of certain 
random excerpts from histoty. One would 
have expected a mote serious treatment to 
a problematic of this sort, which is yet to 
receive hs rightful place in academic writings. 

His commentary on the Malayalam 
newspapers' is primarily based on the 
popularly held and oft rqreated perceptions, 
and hence could not even remotely address 
certain crucial dimensions of their 
evolutionary process. It has sliced certain 
disjointed elements out of the organic body 


press the world over has wimessed this 
adaptation at various points of time. The 
Indian press is no exception.' 

The development process of the Malayalam 
press has to be looked at as having two 
distinct trajectories - up to the l9S0s and 
thereafter. The social and political variables 
explain the former phase whereas factors 
like market, technology and consumerism 
explain the latter one. Also the social and 
political variables of the first phase were 
gradually betngcommercialised in the second 
one. How the newspapers in the language 
addressed this drive for commercialisation 
and evolved the way they have is the central 
question. This paper is an attempt to address 
thisquestion by tracing the processor changes 
that came over the Malayalam press over the 
last I SO years, ever .since the first newspaper 
in the language was born in 1847.^ 

The EAJU.Y Influences 

The early Malayalam press was essentially 
sectarian, majority of die publishers having 
been missionary organisations who used 
newspapers soldy for their instrumentality 
as a media for carrying Christian religious 
values and preaching. However, their effoifo 
contributed towards creating tbe basic 
hardware of production intheformof presses, 
type faces and composing technology at also 
helped in tbe direction of developing a syntax 
appropriate for newspapers. 


Manorama was prudent enough to go for a 
larger non-Hindu position to begin with, and 
could soon tran.sform it to one of pro¬ 
development (capitalist), and anti-left. The 
interestingobservation is that both have been 
able to survive all odds to continue publication 
until today, of course, with different degrees 
of success. 

To put it figuratively, the Malayalam 
press at the threshold of the 20th century 
resembled the legendary two-headed Janus, 
with its one head still looking backwards at 
the era of dominant religious interests and 
the other looking forward to the modern age 
of apparently secular press. The driving 
forces that characterised the latter got 
crystallised eventually in the erTwrgence of 
a political press, pioneered in 1920 by 
Maihrubhumi, and was followed in later 
years by Deshahhimani, Chandrika and a 
few others. 

The close association observed between 
Malayalam newspapers and certain 
communities or castes in the early years of 
press growth i s to be seen as a natural cotoll ary 
to the social formation process in Kerala. 
The structure of society in existence then, 
was segmented on caste/community lines. 
Moreover, following the ‘Malayali 
Memoriar of 1892 there were clear 
indications that community spirit was being 
kindled among naira, ezhavas, pulayas, etc. 
Newspapers, being part of the wider pipcess 
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Along wilh a gndiMl pnigmiloii cowanli 
a reipoiuibfe Mdal and jwlltical 
thelaterdevdopmentofiheMalayalampfCu 
follow^ a coune determined by, what 
Wetuiey deicribea, advances In both lodai 
technologies of commercial organisation 
and physical technologies of transport, 
communication and printing.^ Organi¬ 
sationally alsoa nuyor shift was visible duri ng 
the late 19th century. As distinct from the 
printer-owned or editor-owned newspapers 
ofthepreviousdccade$,AfalioalaMancimnu 

was registered as a joint stock company in 
1888 with a share capital of Rs 10.000. This 
was the second company to have been 
registered and the first one to have started 
opoation in Tra vancore.* The economic and 
bust ness interests of the M anorama company 
transcended the newspaper sphere to inci ude 
plantations, banking arid manufacturing in 
later years. Of particular interest to the 
Manorama family was plantations, (he 
promotion of which was carried out 
vigorously through pages of the newspaper.* 

If Manorama could consistently grow and 
establish its hold over the Malayalee 
readership, it was mainly because of this 
strategy of fusing successfully the ‘ideology’ 
with the ‘economic*. 

It is not appropriate to argue that in the 
post-1960s the newspapers have become 
more broad based and have started appeali ng 
to ‘a.s wide an audience as possible' by 
‘identifying with the masses’, TTwy still play 
up and play down the sectarian card if the 
situation so demands. What they have 
effectively achieved in the language is a 
‘demassification of the mass media', a phase 
in the ‘progression cycle’ of the media where 
its output is fragmented across various 
segments of the population."’ This may be 
called ‘a specialisation stage'. While the 
pace of technolo^ adoption even by the lop 
newspaper firms in the language can be said 
to be taidy till the beginning of the 1980$, 
the 19808 and after seem to be a period of 
intensive modernisation efforts, especially 
by the direct competitors in the market. 
MaktyalaManoramaaniMaihrubhumi.The 
new technologies have not only helped them 
'go places', but aided in reaping the benefits 
of agreaterdegreeof product differentiation 
and operating in highly fragmented markets. 

In fact, once the initial stumbling block in 
terms of technological backwardness were 
overcome, the top newspapers have been 
coniislenlly carrying out market innovations 

in a bid to survive in ihdr established market _ 

poailions. They werejoined in this race later S<mn r. RNl : 1971.1981.1990. 




portihf U loHL tiet Mm Mm tai' 
Ksditif ft vld0fi^0MBno(|idM'MABIiu 
Part of wdi ftR Aft Mtvit 
iaitm of NMmMftiitf lAftcMl ai 
comimMiUei, caner goidmeft 

iatheoduc M d wdui ten>h>yBdyDuA.n>ecial 
weekly supplementi of Uanonuna for 
siudeati, etc. The logic of this soit ^ matkei 
fragmentation goea much beyond the 
accepted explanations of how and why 
newtpaperfirmsexpmdcirculaiionorinaricet 
reach. 1110 theoretical and empirical research 
in the area done in the 19701 and 1980s in 
the western contexts argued that there is a 
difference between optimum and maximum 
levels of circulation and there exists a tradc- 
off between circulation growth and 
profitability." The experience of the 
Malayalam press shows that even ina limited 
market like that of a small linguistic region 
appropriate technology decisions and 
innovative marketing strategies can enlarge 
the scope of circulation growth. Here the 
word 'marketing strategies' is not without 
qualifications. Newspaper is as much an 
ideological product as it is an industrial one. 
and hence, it is natural that the producing 
firms resort to neo-joumalistic' strategies. 
The use of these techniques was more visible 
in the case of Malayalam weeklies A 
simplified style and a visually appealing 
formal, more enienainmeni and general 
information, and a closer relationship with 
the reader through contests, public welfare 
campaigns... and columns that responded to 
readers' queries and comments’ are all such 
techniques.” 

Consolidation of Markets. The 1980s 
AND After 

Fragmentation and specialisation usually 
accompany greater degree of consolidation 
of market positions among the leaders in the 
field. The question of market consolidation 
is an issue that needs a closer scrutiny. 
Unfortunately, data gathering practices 
prevalent in this country, to say the least, are 
primitive. There is no .single, comprehensi vc 
and reliable data source on any of the crucial 
variables like circulation, price, advertising 
tariff rales, etc. 



ow dMemtcMMft. For tsMftBeft. Aft Aw 

edMOM WJfdiQUtb Mmmam iMf^^ 
by Ac RNl a* four diffieietit newi pm eti. 
TMi appiMch effectivety itiieids Ae extent 
of eon^ eitjoyed by Ae moat powerful 
newspaper eitablishmenlf and often 
overestimtfei Ae iture of medium dailies, 
lo other words, it is almost tiMotsiUe to 
aicertmn Ae extent of overlapping between 
the very big (or defined as one whose 
circulation exceeds a lakh),big and medturn 
dailies from the data provided by the RNi. 
Further, as Samaddar (1990) points out. 
“while the names of trustees, directors and 
shareholdersortbe newspaper cstabli Aments 
is published regularly, no attempt is made 
to detemune the identity of the individuals 
or the corporate bodies involved in the 
ownerAip and comrol of the newspaper 
establiAments”.’' 

Despite such limitations, the data given by 
the RNI clearly reveals a high degree of 
concentration - above 60 per cent in Ac 
1980s - in the topmost circulation bracket 
ofMalayalamdailies (Table I j Thereisalso 
a visible increase in the share of medium 
dailies between 1970 and 1989. This again 
may not be indicative of any significant 
process of decentralisation for it may purely 
be due to an increase tn the number of 
regional editions of the leaders in the 
circulation race. 

The sort of difficulties that arise in the case 
of dailies do not generally occur when one 
looks at the trends in concentration of 
weeklies a.s there is no question of multiple 
editions here. The most striking observation 
regarding Malayalam weeklies is the 

Tablf 2' Share* ivCwn latkm iw Major 
M ALAI AiJAM Dailies 


Dailies 

I960 

1970 

1980 

1989 

Afciicik'a/u Meutf^ramu 

159 

.30.3 

35.8 

35.9 

Mathrubhumt 

13.8 

25 7 

24 2 

25.4 

Kenila Kaumudi 

7 5 

14.4 

10 1 

87 

DeshabHmutni 

5 9 

29 

3,7 

5.6 

Dftpika 

3 6 

56 

37 

- 


langiMgf. 


Tarue I: Share OF Various CATEOoRKsof Newsfafers across Size CIasses in sue OvrXAiL 

ClRanATKIN IN RfSTOCTIVF CaTETKIRKS 


Dailies 


Weeklies 


__ All Newsmtpefs 

1970 1980 1989 1970 1980 1989 1970 1980 19*9 


> I lakh 
SO.OOO -1 lakh 
I S.OOO - 50.000 
< 15.000 


59..T 

15.2 

n.9 

11.9 


67.3 b2.3 24.7 30,7 67,8 37.9 43 9 66.2 

7 3 7.1 7.5 17 5 11 7 10 4 l.t9 |04 

14 4 20.8 17.3 26.4 14.3 16 0 22 1 16 1 

MO 9.8 50.5 25 4 6 2 35 7 20.2 7 2 
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nAttaaHal iBcreate in the degree of 
coMMMfaliea in the mega category between 
I970and 1989. The weeUieainthis category 
ia^Koved their ihare corwiitenily from 24.7 
per cent in 1970 to 30.7 per cent in 1980 
to 67.8 per cent in 1989. Equally glaring ii 
the emaion in the hdd that unall weekiiet 
had in the market since 1970. The decline 
wai'to the order of nearly 44 percenfrge 
points, from 50.5 per cent in 1970 to 6.2 
percent in 1989. When it comes to the 
univerie of newspapers, the pattern iugely 
replicates what is observed in the case ctf 
weeklies. 

The molt conspicuous characteristic of 
the daily press in Malayalam language, 
thus, is the high d^ree of coocentitttion 
of drcttlation in the top bracket However, 
due to the specific maure of the scheme 
of size classification followed by the 
RNl, the concentration ratios given in 
Table 1 in all likelihood would be under¬ 
estimates. Using the conventional method 
ofestimatiag market concentration, one 
finds that the top three Arms, Malayala 
Umorama, kfatkrubkumi and Kerala 
Huaraiuidi account for 70 per cent of the total 
daily diculation in the language since 1970. 
Their combined share was just 37.2 per cent 
in I960. 

Prom further disrygregteioa at the firm 
level, it is found that among the three mega 
newspapers it is the top two - Malayala 
AtenoronM and MorAfwMwmi - who are the 
ngal players in the daily market in Malayalam 
(ThM 2). The third one. KenUa KaumiuU, 
just about managed to be on the fringes of 
the top bracket with a consistently declining 
saaricet share through the 1970s and 1980s. 
The other dailies to reckon with, like 
DttkMumimi and DeepAa have seen their 
shares fluctuating between 3 arrd 6 per cent 
during these periods. The mitior conteitden 
in the daily market have thus been virtually 
reduced to Malayala Manorama and 
Marimbkami over the 20 yean. Though 
these two firms have been contnriling the 
market for a fairly long dme now, it it 
Mononaiw that ertterged at the dear leader 
in thecompetilion for capturing greater share 
of the ■««■*** 

Updll the mid-19S0s the market fordailies 
in Malayalaffl ap pe ar ed divided as unique 
nich e s egments among the dominant dailies. 
Theintrinsiclimhatioiuof the then prevalent 
technologies of composing, printing, newt 
tranmistion and distribution evidently would 
have set litnitt on any tingle firm's attenqxs 
toexpind dtculation beyond certain captive 
aegrrients. Moreover, the political and 
adminittmiive division of the MMe into three 
regions till 1956 in effect would have given 
the respective leading newspapers enttued 
privileged markett. At least for the time 
being marker expansion would have been 
thought of as an unviable proposition. Any 


that tried to extend the matfcet beyond 
the given geographical limit had to encounter 
strong entry barrien and incur exorbitant 
marketing costs. 

The newspaper concerns were thus 
opentting within the confines of their own 
markeu and under the protection of their 
barriers. However, the markets were limited 
to the extent of Uk then existing level of 
literacy,distribution network(infrasttucnire) 
and technology. To put it differently, the 
structural factors in operation during the 
period were not in favour of increasing 
circulation beyond the fairly insulated 
markets. In such a situation effmts were 
basically directed at consolidating the captive 
market segments within given geographical 
areas. The press sector appears tohave started 
recogrusing the significance of modernising 
newspaper production methods in the 
19SQs. 'This also seems to have coincided 
with thegrowingrealisation by the newsp^rer 
organisations that newspaper publishing 
was primarily a commercial activity.'* 
However, the potential of the changing 
technology in terms of increased production 
capacity and faster transmission and delivery 
was to be exploited to the fullest extent 
the bigger organisations in the subsequent 
years. 

There may be another dimension to the 
occurrence of such privileged markets. One 
who shidies the Malayalam press (or for that 
matter many Indian kmguageptesses) cannot 
but state that individual newspapers in the 
languagederivedtheirdistinctcorutiniencies 
through their ascribed images as representing 
certain ideological positions or community 
identities. This helped them enjoy the 
patronage of a stock reader clientele. For 
instance, Matkrubkuml'i tradition as a 
national newspaper, Malayala Manorama's 
professed inuge of an anti-left (Communist) 
establishment, and Kerala Kaumudi’s 
acclaimed sympathy forthecauseof uplifting 
the socially and economicaliy backward 
sections of masses had earned for them 
exclusive readership. It seemed almost 
impoulble for others having different 
ideological undetumes to break into the 
fortified markets of individual newspapers. 

At the same time dailies like Deshabkimani 
and Chandrika (the official newspapers of 
the (Communist Party of India (Marxist) and 
the Indian Union Muslim League res¬ 
pectively), by virtue of their corutitution, 
have definite political constituencies among 
the population of newsp^ier readen. Though 
it is difficult to ascertain to what extent the 
market configurations were influenced by 
such rather inexplicable factors, as we argued 
earlier, there are etwugh indications in the 
social history of sute to establish the 
linkages between communal/political affili¬ 
ations of newspapers and their market 
performance. 


BtMTIONAUIATIblir OpATH lOfU, Of TIM 
DaenniAUtao Funs 

The chief strategy foUawedby itews paps w 
all over the world to expand martcatoovunigB 
has been to have multiple editions. 
Technology bolds the key to this proctes. 
It was effectively implemented in Malayalaro 
forthe first lime in l962whenMii<hniMiMH 
started its second edition at KocM. It was 
evidently trying to make inroads into the 
captive nuirkel segments of Malayala 
Manorama. By the middle of the 1960s 
Mtmorama moved to the north of the state 
with a new edition at Kozhikode. Again the 
1980s witnessed an increasing tendency 
towards editionalisation by aU the significant 
players. For an organisation like Kerala 
Kasamseli, which had not still gone in for 
multiple editioiM, the 1970s and l9M)s cost 
very dearly as it experienced substantial 
erosion in its control over even the captive 
market segments. 

The viabiliiy of this strategy demanded 
localisation of news, what Jeffrey des crib e s 
as 'getting close to peo|fie’. A noteworthy 
effect of this process of editionalisatkm c4 
newspapers arid localisation of news by Isrge. 
and later by medium, dailies in Malayalam, 
has been tlw decline in relevance of moftissil 
newspapers - the small town and regional 
newspapers - which were the real 
representatives of local issues and interests. 
Malayala Manorama has not really 
introduced any substantial journalistic 
innovations afW the days of Mamroen 
Mappilai. The basic character of the paper 
remains the same. But with the help of the 
new technology it really decentralised the 
whole system of news collection and 
distribution, while retaining centralised 
control over the selection and processing of 
news. The innumerable rural edtions of this 
paper effectively pre-empted the growth of 
small local newspapers. This scenario it not 
particularly healthy as it has encouraged 
standardisation, and destroyed diversity of 
information and public opinion. 

The significance of the language 
newspapers in atulysing social processes 
does not appear to have been properly 
recognised. Stechesonthehistoficalevohition 
of the press are surprisingly musing in many 
languages.Giventhissihiationcomnentatiei 
based on impressionistic statemenu and 
casual discussions with a totally new 
generation of owners and joutnalisu catmot 
definitelyhelpanybody construct an objective 
and systematic aocoum of the ways in which 
the output of the preu has been produced, 
distributed and consumed at specific 
historical junctures. A cursory look at the 
language newspaper scene in the country 
nuy give us catchy headlines. But as a 
significant, historically specific mode of 
producing, distributing and consumiaf 
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syitibote Md meanii^ the pMi deiemi 
a deeper aniJytii. Definltdy. the ^venienilar 
pKtt’hatnKmtoit than the twantiful 
wrappers, leniationa] news and nieaty leiiala 
can tell us on face. 
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Teaching Teachers 


The Rastogi Committee’s report seems to share with the government 
of India the distorted view that higher education is a sinecure and 
those involved in it are sinecurisis. The committee cared little about 
the nature of higher education and its role m our society. All that it 
wanted to do was to curtail what seemed to it to be illegitimate plums 
of being a teacher. 


OUR system of higher education has been 
in a state of internal collapse. Many futile 
and abortive efforts have been made from 
within the academic community to put life 
back into the system. The government and 
the society at large arc well aware of this 
state of affairs; they show little interest in 
rectifying matters and have developed their 
own personal stake in allowing matters to 
continue as such. The Rastogi Committee 
repon has further strengthened the agenda 
for collapse by addressing itself only to the 
lowest common element in the complex 
process of teaching and ignoring entirely the 
efforts at research which form the ctve of 
'teaching' in institutions of higher learning. 
This failure has crucial implications for the 
futureofallourinstiiuiions of higher Icarmng. 
The Rastogi report demonstrates a deep 
contempt of learning that perhaps is 
symptomatic of what thebuieaucratic attitude 
to the issue has increasingly been. Based on 
our personal experience as teachers, 
researchers and activists we suggest some 
concrete steps that need to be taken now to 
do away with the dross from our university 
system and infuse some life imo it. 

I 

T Ravikumar and Badri Raiiui ('Rastogi 
Committee Pay Structure; Disincentives 


Reinforced'. EPW, August 2, 1997) hawe 
underlined the negative features of the 
recommendations of the Rastogi Committee 
Report indealing with vital issues conoeniing 
the decline of standards in research and 
teaching in theuniversities andcollcges.The 
committee was to recommend on the pay 
structure, working conditions and a policy 
for career advancement for university and 
college teachers. Inthc money-minded world 
of today pay structure can become an 
important device for determining the directioa 
inwhichthcfuiurcof higher education would 
mo ve. Wuu Id good talent join the prolesiioa? 
Would those already within have any 
incentive to perform their tasks well? Would 
there be opportunities to boost the morale 
of those who work well and definite sanc¬ 
tions against (hose who do no(?The Rastogi 
Committee Report has ensured that tte 
answers to all these questions remain a big 
NO. As Ravikumar and Raina indicaie. the 
Rastogi Committee evades the basic malaise 
in higher education and tries to look for 
bureaucratic solutions tuacademic proble m s 

Why so? 

The Rastogi Committee Repon seems to 
share with the government of Inrha the 
distorted view that higher etkicMion is a 
sinecure. Those involved in it are the 
sinecurisis. And since it is not withm the 
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’ po^^AttoveaunentofbkSMlttAolitb 
tDe dnecun, h would try to icttrkt the 
cotieipoiKBngpfDfitaiidiKnow.ObvkNuIy. 
the Ruiogi CotBinUtee cared little about the 
idea of the nature of higher education md 
iU role in our society. AH that it wanted was 
to cuftail what seemed to it the ill^timate 
plums of being a teacher. Consequently on 
one side iu statements on the role and nature 
of education reihained platitudinous 
(leaclung is the mother of all professions”) 
and on the other it ensured that there was 
little dignity or money left with the teacher. 

Fortunately for us there is a significant 
body of peo^ within our universities and 
collies who recognise the ills prevalent 
therein. Many ofthem have been articulating 
their ideas in public from time to time. Last 
year.inapublkdebateonthecrisisefhigher 
education, a number of ex-vice-chancellon 
from the Punjab-Haryaiut region pointed out 
that there was a virtual lack of interest among 
students in studying or teachers in teaching. 
Casteism and other extra-academic 
considerations overwhelmed the governance 
of universities and colleges marginalising 
any sane pursuit of knowledge. Moreover, 
tbm was no money with the univenity for 
academic development. “There was a time 
when universities were regarded as 
intellectual nurseries for the development of 
ideas, and their vice-chancellots, without 
exception, were men of imegrity and learning. 
Tlua supposition is tenable no mote." This 
was H K Matunohan Singh, sometime VC 
of ^nj^ University, Patiala. 

Teadier activists, along with university 
managements, have been aware of the 
problem and its various dimensions. They 
have often highlighted the structural problems 
facing teachers. These involve, inter alia, 
the ptoWem of inadequate funds for the 
libraries and laboratories, faulty recruitmem 
policies which allow incompetent persons to 
join the profession, faulty promotion policies 
which make an appointment or promotion 
seem more like a favour grant^ by the 
powers that be rather than a just rewa^ for 
hard work, well done, in the absence of 
oppoftunities (not necessarily monetary) for 
doing research. 

Protest demonstrations to attract the 
attention of the uni versity managements and 
(he media have been frequently carried our 
without any signiftcant impact. What both 
the irresponsible and irresponsive 
managements and the media normally ignore 
is that these are invariably protests done in 
a very responsible manner. The university 
teadim’ assodations at Chandigarh, Patiala 
and Amritsar (about which we have first- 
hatid information), for example, regularly 
insist that their members participate in 
demonstruions and dhamas in such a manner 
as to ensure that regular classes and studem 
work is not disrupted. Members are 


wipaatedlyreinlntiBdcifthelrdtMfa«H>ioclaty 
as KseaKhert and teachers. During the 
general body meetings and protest 
deroonstrationa much moral ptessuie it 
brought on teachen for bringing honour to 
their professitm. The Puqjab University 
Teadim Association bad to come in the 
foreftont for bringing pressure for pasring 
saiictions against the infamous geologitt V 
J Gupta whom the university maaagemeiu 
seemed to be willy-nilly protecting even 
after serious chaiges of scientific misconduct 
had been established against him. 

Yet, despite the efforts of the associations, 
many teachers are able to get away without 
doing an honest day’s work. It remains a 
matter of irony that senior teachers who, 
apart from their active involvement in 
teaching and research, have also shown a 
flairfor administration often head university 
administrations. They fare no better, despite 
their administrative powers, in bringing to 
book the recidivist teachers. 

II 

Why, then do problems persist? 

We suggest that there are various reasons 
for the problems to persist. The most basic 
of these, however, is that over the years our 
policy planners have begun to desist from 
differentiating between the various 
components of the act of teaching. Corres¬ 
pondingly, their efforts have gone further 
away from a general coitcem to pronwte 
learning. Instead they have spent considera¬ 
ble effort to come up with ever new 
bureaucratically enforceable sanctions 
against teachers even though these may be 
detrimental to the morale of those who do 
their work with a sense of responsibility and 
be completely igrrarable by those who have 
trude a habit of recalcitrance. 

When the Rastogi Committee had visited 
the Punjab University, Chandigarh, during 
1995 to ascertain (he views of teachers in 
the region, the Punjab Federation of 
University Teachers’ Associations(PFUTA) 
had submitted a detailed memoraitdum for 
the consideration of the committee. Therein 
it was said that the prevailing anarchy in the 
field of higher education was a result of a 
prolonged obliviousness of policy planners 
to the specific needs and requirements of the 
faculty and students at different levels of 
education. 

It was underlined that three levels of 
pedagogic activity need to be distinguished. 
Transmission of received knowledge is the 
main aim df education at the first level, that 
of school and undergraduate education^ 
Training for creation of new knowledge and 
an acquaintance with ongoing creation of 
new knowledge is the focus of education at 
the master’ s/postgradu«e, the second, level. 

At the third level was the research work by 
faculty members in the universities and 


«oIk«M,ttetnlnteffbrwWdiirakliii^^ 
obtiined when a penoa woriwd through Us 
w her PhD thesis. TMs. the thifd,iavd has 
been univenally recognised, except by ti» 
Rastogi Conunittee and the government of 
India, as one of the most crucial upects of 
higher education. 

It was emphasised that the last aspect had 
been totally ignored in the implementation 
of the so-called New Education Policy. What 
was being said was something (hat has been 
widely known for a long time, viz, original 
research forms the backbone of (he 
knowledge that is transmitted in schools and 
colleges. Mug-books, textbooks, class 
lectures, tutorials, and such like are in the 
end dependent on work that is being published 
in monographs and journal articles. Without 
them we would soon have nothing new of 
our own to teach and would be condemned 
to follow slavishly, without any option, the 
research done in the west. 

It was suggested that without giving due 
significance to an individual academic's 
contribution to the creation of new knowledge 
as an integral feature of an academic career 
in higher education, it would be futile to 
expect that the prevailing anarchy in 
education could be brought to order. It was 
also emphasised that the fall in standards of 
teaching at the postgraduate level was a 
direct outcome of the neglect of research 
work due to the anti-research environment 
generated by (he policy of recruitment and 
promotions which was being followed since 
the early 1970s. 

'The attention of the Rastogi Committee 
was also drawn to the fact that the 
transmission of received knowledge had 
virtually replaced the function of creation of 
new knowledge. Therefore, it was argued 
that the intrinsic value of the creation of new 
knowledge could be restored by restricting 
the entry into the university system to such 
individuals whohad given “distinctly visible 
evidenceof having done significant research 
work” prior to their appointment on the 
faculty of a university department. The 
PFUTA document had focu^ on the need 
for making the entry into university service 
“more stringent” and “more attractive”. The 
Rastogi Committee chose not to give any 
cognisaiKC to both these aspects. 

Instead, what the Rastogi Committee did 
was to recommend compulsory participation 
of teachers in various orientation and 
refresher courses organised by the academic 
staff colleges (ASCs) run by the UGC. In 
order to become eligible for placement in 
the selection grade, a lecturer would have 
to have done five such courses. Apparently, 
the idea was to ensure that in-service teachen 
have access to new knowledge. The reality, 
however, has been quite differem. 

Priorto the setting up of the ASCsin 1986 
the UGC used to provide funds to interested 
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wodcylloiM or wmmer imrilwtw of four- 
wedcOunOkmon themei thfl intCfCModilim 
Teachers from all over the country as also 
resetfch icholari were free to att^ these 
courses based on their teaching and research 
experiences and subject to availability of 
setts. Once the ASCs began to organise the 
refieshercoutses and orientation prognunmes 
and attendance became compulsory for all 
teachers, things changed radically, Research 
scholars were completely banned from these 
courses although many of them were teaching 
in university departments. The compulsory 
attendees show^ tremendous disinterest in 
what was on offer in these courses. Most of 
them confined their interest to obtaining the 
participation certificate. Many of them even 
attended two courses within a span of two 
months. Many attended courses which had 
nothing to do with their teaching or research 
interests. They were cluele.ss about the theme 
of the refresher course and continued to exist 
in that exalted slate even after listening to 
the lectures given to ‘refresh’ them. 

To make matters worse, many of the 
resource persons available to the ASCs were 
as clueless. They had little experience of 
research or recent developnwms in their 
fields. 'They were simple beneficiaries of the 
honorarium given under a mutual-benefit 
programme being conducted by senior dons 
in the naiiK of a refresher course. To expect 
them to have any knowledge of their stated 
fields of research would have been unfair. 
Each refresher course involved an 
expenditure of four to five thousand rupees 
per participant and around Rs I lakh per 
course. All of it wasteful. 

It might be bener to revert to the system 
of voluntary refresher courses when these 
courses were taken to be exercises in 
acquiring specialised knowledge rather than 
places whm a bored set of middle-aged 
college teachers listen to another set of bored 
middle-aged university resource persons. By 
way of providing teachers with fresh 
academic input for the courses they teach 
they may be provided with reading material 
in the form of selections from significam 
publications, books as well as journal articles, 
worth, say, Rs 3,000 every three years. This 
matenal would be appropriate to the courses 
they teach and thdr individual research 
interests. This would also go a long way in 
meeting the repeated complaint regarding 
the non-availaUHiy of books and journals 
in universities and colleges outside the 
metropolises. 

in 

As to the matter of creating new knowledge, 
the Rastogi Committee seems to bdieve that 
there is no need for Indian academics to do 
to or at least not from a bate in India. For 
those working from India it provides no 


rncvpuvQ imr wiBBmicm wipupniww ir 
researek work, exoept the incremental 
benefltt provided for liaviBg done an MPtail 
or PhD prior to joining the service. Even 
these benefits, a men three increowms for 
a PhD which takes anything up to five yean 
after dw Matten to compiete, do not fully 
compensate a person for having involved 
five yean of hit life in hit or her mid-20t, 
without any certainty of having a regular job 
in the end. No value whatsoever is given to 
those who would be involved in further 
research. 

Come to think of it, the Rastogi 
Committee’s failure to address itself to the 
matter of rewarding research is at one with 
the excuses which are often trotted out by 
the lazy teachen who constantly complain 
that no research is possible by them because 
of the ‘teaching load', ‘uninspiringcollesgues 
and students’, ‘unavailability of funds for 
libraries and laboratories', etc. Taking the 
lazy to be the beiKhmarfc renden valueless 
those who are able to overcome these 
problems and would have doite belter if there 
had been even an iota of institutional support 
for their work and ideas. As it it our system 
now is such thtt extraneous anti-research 
and non-academic considerations teem to 
play (in fact they do play!) a more vital role 
in the process of promotions and career 
advancement. Under the circumstance even 
capable research-oriented academics 
gradually start losing interest in research 
work and begin to look for other ways of 
advancing their career. 

It had been suggested to the Rastogi 
Committee thtt it give due importance to 
research work. What it did instead was to 
establish sanctions against those who misuse 
the facilities of study leave without providing 
added incentives to those who either use the 
study leave for doing meaningful work or 
continue to work and produce important 
research results on their own time without 
ever being granted study leave even when 
they seek the same with proven credentials 
for study and research. 

Perhaps the need now is to provide 
incremenul incentives, monetary in nature, 
to those who show evidence of good quality 
research work in the form of books, research 
papers in journals and presentations in 
seminifs and conferences. The important 
role of those who are in the forefront of the 
process of the creation of new knowledge 
needs to be recognised. At the same time 
more ratioiuil and transparent means than in 
use at present need to be evolved for 
evaluating the value of research work. 
Mechttiisira for doing lo already exist but 
we have allowed them to lapse. For over 
a century now peer review has been the 
standard method of doing so, at least in the 
uni vershies of the west. Despite its numerous 
limitations it remains, esp^aily if done in 
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of the best nwdiods fiw estthtetinf terek 
of a teacher and resettcher, la sauR podtefs 
within the county, ft is ttUI pnetised. We 
need to make it more fnieralised and 
institutionalise transparency. The UGC 
already has set-ups to undntake this sort of 
work.Maybethey, theAocaBdftationCouncil 
at Bangalore and the INfUB Network in 
Ahmedabad, need to be amde more active. 
But the Rastogi Co mmi ttee has nothing to 
say on the matter. 

IV 

In fact Ihe Rastogi Committee seems to 
have become so engrossed in its self- 
appointed task of teaching the sinecurists 
among teachers a lesson that it even forgot 
paiuofits own terms and references. It had 
been specifically asked to make its 
recommendations in the light of the 
recorrunendttions of the Central Fifth Pay 
Commission of the government of India. 
That august body applied its mind and 
suggested (para40.23) the need to recognise 
the “intrinsic value of a job” made of factors 
such as the skills, the arduousness, the work 
atmosphere.thequalirication.the recruitment 
procedure, the chances of career progression, 
the status, the security, the prestige, the 
perquisites, in other words, everything that 
is quantifiable and non-quantifiaMe. It also 
suggested that (para40.27) it wasimperative 
to delink pay from position in the hierarchy 
so that pay upgradttions continue even when 
functirmal considerttions do not permit the 
rise of someone in the hierarchy. 
Correspondingly, it suggested a flexible 
comptamemingsdieineforttiosein ‘scieaiific 
services’ involving research where work is 
quite analogous with what people in 
universities and colleges do. 

This report was avttlaUe to the Rastogi 
Committee for many imndis. Yet, it fmied 
lo understand the impart of any of these 
recomnnendations. 

V 

What happens when the Rastogi 
Committee Report it implem en ted? 

Under the Rastogi Conunittee’t recom¬ 
mendations, it makes economic sente for 
a teacher lo join service soon after MA, 
without having shown any flair or 
cwminitmem for either teaching or resea r ch . 
In the next three years, he or she can atake 
efforu to find a better paying job with 
higher status. Having failed in thtt he or she 
can decide to contiaue m a teacher. The 
teacher can then obtaia a qakkie PhD, done 
within the brief study leare granted far the 
same, and remain content for the rest of hb 
or her life that nothing more needs to be 
done. 

The trouble would come later, when this 
uninspiredteacher will ditoovcrthai students 
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have lost interest in what is being taught independence of thought and prepare 
since there is nothing new to teach, for no ourselves to perpetually accept the lead of 
new research would have been done. After the west in matters intelJectuai. It is then that 
50 years of independence in which we can we will come face to face with Ihedenotrement 
boast of a number of Indians who have ofthe lesson that the Rastogi Committee has 
carved a name for themselves in the tried to teach the teaching community; close 
international arena we can now look for- down our institutions of higher learning for 
ward to a future where we can say good- they would truly be of no further use to 
bye to intellectual rigour, integrity and society. 

India: Hidden Cost of Heroin Control 

Mulcul 

The Narcotics Drugs and Psychotropic Substances Act is a powerful 
double-edged weapon which is being misused to put innocent 
individuals behind the bars with no hope of hail, and with the added 
stigma of being an illegal drug peddler. 

FOR the last 25 years, the best known masons who has decided to take up the case of Badri 
in Sodepur region are Badri Pandit and and also question the misuse of the Narcotics 
Jagannath Mistry. In that area, most of the Drugs and Psychotropic Substances (NDPS) 
well known masons of today have worked Act in the country, says in Calcutta, “When 
and learned from them and then established tenorandmoney (they first offeredRsbO.OOO 
themselves. to some tenants, like Badri) did not work. 

Barely 20 kms from Calcutta station. Badn they managed to use the dangerous NDPS 
and Jagannath's workings are extended Act. Somebody put ganja in the packet of 
beyond Sodepur. But now Badri is in Badri during a scuffle and he was arrested.” 


Since the promulgation of NDFS Ac 
1985 and the Prevention of Illicit Trkfflc 
in Narcotic Drugs and Psychotropic 
Substances Act 1988, professionals, civil 
rights activists, social action groups have 
been strongly pointing out its several 
drawbacks to intervene properly against 
illegal drug abuse. S M Cbaniuvasavanna, 
a specialist on this subject, comments, 
“The Act views the drug offender as a 
criminal and lays emphasis predominantly 
on punishment and penatly. While a harsh, 
rigid stand is essential to curb traffick¬ 
ing, the need to view the drug addict as a 
diseased individual in need of rescue and 
timely appropriate help is somehow 
lacking,” 

T Mahadeo of St Jone's Medical College, 
Bangalore writes in an article that this act 
criminalises the addict and gives hima single 
chance for treatment when he is able to prove 
his addict status. This is not realistic neither 
scientific. The act fail s to demarcate between 
the “peddler addict” and the “non-addict 
dealer” and does not provide adequate 
provision to cut off the p^dler addicts from 
being used as the social marketing agents 
for the kingpins. The act throws the burden 
of proof on the offender, where it becomes 
more difficult for an addict or a peddler 
addict to construct his defence. The author 


Dumdum jail since November 1996 under 
the Narcotics Drugs and Psychotropic 
Substances Act, and Jagannath is facing 
constant hounding by the local police, so that 
they can put him behind bars on the same 
ground. 

The local police record reads that “they 
have seized 33.100 milligrams of ganja from 
Badri” and “Badri is a dangerous drug 
business person who should not be given 
bail”. Badri’s case has not started yet and 
his bail plea has been rcfu.sed. 

Sitting in his rented house in Gosta Kanon 
of Sodepur area, Jagannath narrates an 
entirely different story, “We, altogether 11 
families, have been living here for more 
than 20 years as rentiers. A promoter has 
been harassing and attacking us since 
1994 with the help of local police and ami- 
social elements, and trying to evict us 
illegally. We have made several written 
complaints to the local police station. As a 
last resort, we have also lodged a civil case 
in the Sealdah Munsif Court. Badri was a 
leading person in all these. Thus, he is pay¬ 
ing the price by being falsely implicated in 
the case.” 

“We felt that we should not bargain, but 
resist. So, if Badri can be broken in giving 
up the tenaiu rights, others, who are mostly 
his juniors, will give up too,” comments 
Lakhi Dii, who is also one of the fighting 
tenant. 

Jogen, an activist of the Association for 
the Protection of Democratic Rights (APDR). 


The two other persons in volved in the scuffle 
are well known anti-socials in Sodepur area 
and they are also the “witnesses who assisted 
in catching Badri”. 

The APDR activist fuithersays that “NDPS 
Act is proving to be a gold mine for the 
police. We have heard of many more NDPS 
frame ups. Of course, most of them get 
released after spending months and years 
together in jails, as cases are dismissed. But 
this fulfils the purposes of police, promoters 
and power brokers.” 

An official spokesperson of the ministry 
of finance informs in Delhi that a total of 
13.312 persons were arrested in 1995 
under the NDPS Act in all over the country. 
The maximum arrests were in Uttar 
Pradesh (6,925) and Tamil Nadu (2,256). 
There were 109 persons arrested in West 
Bengal. 

Amit R Basu, a mental health professional 
in Salt Lake, Calcutta who is dealing with 
several cases of drug peddlers, views that 
“NDPS Act is a powerful double-edged 
weapon to suppress individuals so many 
times, as it not only puts him away from his 
struggle site, but with an added stigma for 
being branded as an illegal drug peddler". 
He also cautions that "The faceless addicts 
also get criminalised in this process lb 
graduate into peddling. The context of NDPS 
is designed such that the drug dealers are 
rarely booked by the law and if at all, they 
are booked, they roam around with pride 
getting a quick bail.” 


warns that ‘This act, if abused, can put 
anyone behind bars with an added 
stigmatisation and a serious threat to human 
rights of the citizens in general and addicts 
in particular”. 

The civil rights organisation, like APDR 
are seriously concent regarding section of 
37 of the NDPS Act. If hooked under this 
section, there is no process or power available 
to the accused even to get bail. He is totally 
under police mercy for the months it takes 
for the case to come up. “See, what rights 
citizens have to protect themselves against 
its abuse? See, what happened with Badri 
jee? His lawyer told the judge all about the 
case of the promoter and how an innocent 
person was framed”, asks angrily a resident 
of Sodepur. 

The illegal drug trade is rampant in several 
parts of the city and the citizens are voicing 
their concerns. “The connection between 
businessmen, druglords and politicians 
has allegedly been aiding ihis business. We 
have heard of the police’s action against 
drug peddlers, but have never seen them 
raiding the notorious places in last decade”, 
says a local Rana Das in Lake Town area 
of Catcutu. 

So, Badri Pandit, broken in health and 
spirit, rots in jail, hoping his community 
people can get him out of the jam. In a letter 
from Dumdum jail, he writes, “I will do what 
rest of the community decides. I refuse to 
act on my own and accept any offer. You 
look up to me." 
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Nawaz Sharif: The First Six Months 

SAkbarZahU 

If the Nawaz Sharif government is confidentjhat it will remain in 
power for next four-and-a-haff years, then it should put aside short¬ 
term measures and come up with some serious long- and middle-term 
possibilities. _ 


NOW that the golden jubilee celebrations 
are over, it is pe^ps time to focus on the 
real issues once again. August 17, marks not 
just the ninth death anniversary of General 
Zia ul Haq, but also the end of the first six- 
month period of Nawaz Sharif s second term 
in office. Indications suggest that, unlike his 
first very brief tenure, we are looking at the 
first six months of a long five-year term. In 
fact, the most remarkable achievement of the 
Nawaz Sharil ivemment in this period has 
been the repeal of the Eighth Amendment, 
a measure directly related to the government' s 
longevity. In February when this government 
was sworn in, while most people hoped that 
the new government would work towards 
curbing the powers of the president which 
permitted him to dismiss elected 
governments, few actally thought that Nawaz 
Sharif would overturn the Eighth 
Amendment. Full credit to him and his 
government for doing so. 

However, just as much as one hoped that 
this newdemocratic format would strengthen 
democracy and allow parliament to function 
effectively, on the day before Pakistan 
celebraiol its golden jubiieeof independence, 
parliament passed its nefarious anli-terrorist 
bill, giving the police and other law 
enforcement authorities far more powers than 
necessary to curb the growing violence now 
pervasive all across Pakistan. While violence 
and terrorism have now become a salient 
feature of Pakistani society, trying to 
understand the real causes and hwee the 
appropriate solutions to address the issue 
would have served the interests of parliament 
better. Instead, more policing with licence 
to kill is the preferred option. Indeed, a 
strange way to begin celebrating SO years 
of in^pendence. 

On the economic front, the Muslim l.eague 
was brought into power to fulfil the latent 
political agenda of the growing middle classes 
in Pakistan, who while having access to 
economic power, were in search of a group 
of people who could represent them 
politically. Moreover, there was also an 
immediate save-the-economy agenda, which 
was felt necessary by all sections of society, 
even by those that had benefited under the 
previous regime. The perception was that 
Pakistan was on the verge of default - yet 
again - with interest payments on previously 
acquired debt coming through. It was not 
just foreign debt and i nterest pay ments which 
were now affecting the economy, but 
domestic defat had also been identified as a 
serious constraint towards getting the 
economy on to a more solid footing. Inflation 
was in ia third consecutive year of double 


digit growth, and manufacturing was in a 
dismal state. 

While muchoftheanalysisof the economic 
outcomesof policies followed by the previous 
Benazir Bhutto government incorrectly 
suggested that her government was 
responsible for the dire straits that the 
economy was in, propaganda against this 
government was successful in endorsing thi.s 
view, and hence, greater expectations with 
the only real alternative emerged. The 
perception was that Nawaz Sharif and his 
team would give the economy first priority 
and put the economy on track. It took a 
number of weeks before any real attempt to 
address economic issues was undertaken. 

The first high publicity stint of the new 
government was the National Debt 
Retirement Programme, of which one hears 
almost nothing in as short a period as six 
months. While the intentions may have been 
well meaning, the logic was flawed from the 
Stan. Firstly, people caught on soon enough 
that with domestic debt standing at around 
44 percent of GDP, it was a near impossibiiily 
that the debt could actually be retired. They 
realised that any contributions made to the 
programme would at best help Pakistan meet 
its immediate interest repaymnit obligations. 
Although there was a lot of fanfare about 
the programme, and it seems that a fair 
section of the population did make some 
contributioi. the expectations of government 
were almost completely unfulfilled, and the 
programme, resting on the many promises 
made by a large number of businessmen, was 
soon enough put on the backbumer of 
government priorities. The more interesting 
aspect of the programme was the general 
level of awareness observed amongst the 
public, which probably took the government 
by surprise, and did cause some amount of 
embarrassment. 

Soon after the scheme was launched, a 
number of analysts questioned the govern¬ 
ment's logic of asking the poor and ordinary 
Pakistanis to contribute, while at the same 
time they ignored the possibility of calling 
back a large number of loans from (mmarily 
rich borrowers, who had been, or were about 
to be, declared as loan defauiten. Estimates 
show that bad or defaulter’s loans worth as 
much at 7 per cent of GDP are outstanding 
and could have been recalled using punitive 
or severe measures. Not only would this 
have helped raise some money, but would 
have also shown the government's resolve 
to address important issues. This would have 
gone down well with the puMic who may 
have ended up contributing aomewtun more 
than the mea^ amount thM was collected. 


Six weeks after taking over, the Nawaz 
Sharif government announced what seemed 
to be a pre-budget budget. The finance 
minister and the tteputy chiurman, planning 
commission, were responsible for the set of 
supply side measures which were annoiinoed. 
Both the spokesmen for the government 
went out of their way to emphasise that theae 
were homegrown proposals and had nothing 
to do with any prnrondiiions which the IMF 
and World Bank were imposing in order to 
negotiate with the government over a 
possibility of a 1.6 billion dollar Extended 
Structural Adjustment Facility. Nevertheless, 
as soon as the rinance minister announced 
ibdmeasuies.thelMFandthe World Bank 
'congratulated'the minister for announcing 
such a far reaching and thorough refoim 
package. 

The package contained a number of 
measures which the IMF has continuously 
requested Pakistan to undertake. Tax reform 
was high on the agenda, and the tariffi 
structure was 'rationalised'. Most 
importantly, the maximum tariff rate was 
reduced, in one go. from 6S per cent to 4S 
per cent. Not even the IMF insisted on such 
drastic measures, where its suggestions were 
to reduce the tariff rate over a three-year 
period. Quite naturally, the IMF resumed 
discussions with the government of Pakistan, 
and the latter succeeded in convincing the 
former to agree to Pakistan's third ESAF in 
nine years. For a government that prided 
itself for being independem and relying on 
homegrown remedies, this retreat only 
highlighted its hypocrisy. 

The real budget saw a further consolidation 
of the same policies outlined three.monlhs 
earlier, with tax incentives the core of the 
budget. These incentives were announced at 
a time when the Economic Survey had 
revealed that Pakistan's growth rate in GDP 
over the last year (1996-97) was a mere 3.1 
per cent, inflation was close to 12 percent, 
and manufacturing growth was only 1.8 per 
cent. All these figures showed tiun Pakistui's 
economy was in a deep abyss. To make 
maners worse, the government in its infiniie 
wisdom, decided to cut development 
expenditure, hoping that the privwe sector 
will fill an ever growing void. What the 
economy needed at this stage was pump- 
pnming and public sector led growth 
which has a high and positive multiplier 
effect on the private sector and on growth 
overall. Moral suasion and tax incentives 
werefar from stifficiem to get the economy 
moving. 

That is about, fill that the gov emm ent has 
done to address Pakistan'sseetniiiglyserious 
economic crisis. In most cases, a seal of 
approval from the IMF goes a long way to 
attract foreign invesion. But, in Pakistan's 
case, this opportunity may have been lost, 
as the deteriorating law and order tttuation, 
no longer constrained to Karachi, hat had 
a significam negMive impact on investment. 
All that the new ESAFdocs is that It provides 
immeihaie breathing room to the economy, 
where some of the forthcoming imereti 
payments can be ar^usied through the new 
low However.theconsequencet of agreeing 
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to another ESAF, continue to affect the 
economy in profound ways. 

Since 1988, when the first of the three 
JBSAFs was agreed to, Pakistan'sgrowth rate 
has fallen compared to what it was in the 
t980s; innation continues to be in double 
digits, and all the key indicators have 
deteriorated over the last nine years. While 
other factors have also been responsible for 
the slowing down of the economy, the 
timing of the trend reversal suggests that 
there is a high possibility that the adherence 
to the structural adjustment programme could 
be one of the main reasons. 

Although it is likely that the economy in 
the immediate future is going to do no worse 
than it has over the last few years, there is 
still time and room to do much more. If the 
Nawaz Sharif government is confident that 
it will remain in power for the next four- 
and-a-half years, as it should be, then it 
should put aside short-term measures and 
come up with some serious long- and 
medium-term possibilities. It should, for 
example, address the political issues of 
dealing with corruption and bad loans; the 


law and order situation needs tobeaddnasad 
not by draconian measures, but by more 
realistic and long-term solutions once the 
causes of these issues have been identified; 
if the census is held, as the government has 
promised for October, then this too will go 
a long way in establishing the credibility and 
seriousness of the intentions of the Nawaz 
Sharif government; elected local bodies are 
also an urgent requirement to addressgrowing 
localised developmental efforts, and so far, 
the government has been dragging its feet 
on this important issue. In the economic 
arena, it is necessary to rethink the current 
philosophy of reducing government 
expenditure, with far greater emphasis on 
state-led infrastructure and social sector 
development. An industrial and trade 
policy showing the government’s 
intentions for the next five years, is also 
a requirement to help industry plan for the 
changing needs of the future. This is the ' 
first real opportunity Pakistan has had in 
the last decade to regain the lost momentum 
of the dynamic 1980s. It would be a shame 
to lose it. 


Resisting Censorship in Pakistan 


Arif Azsid 


intellectuals, polltfcel act{vht$ amt 
m^onalist-mindM top miliiaiy oAicen in 
the name of Rawalpindi Cbnultacy Cam 
(I9S9) was the first open manifettation of 
die stale's paranoia over the tradition of 
intellectual dissidence. Soon after, with the 
rising anti-Indian hysteria, defence became 
l^istanl state’s main preoccupation. This 
represented proverbial last straw on the back 
of an alf^y fragile camel of dissent. From 
then on the military began to define itself 
as the sole custodian of national interests and 
patriotism. Increasingly the uniformed state 
managers b^an to imagine themselves as 
direct ‘maitiai race’ inheritors of the mantle 
of colonial masters. Themililaiy-taireaicratic 
complex began to reforge temporarily 
sundered links with the west with renewed 
vigour. While the cast of principal actors 
clunged the script had remained the same. 
Pakistan's greatest poet, Faiz Ahmed Faiz, 
(incidentally one of the co-accused in the 
above-mentioned Rawalpindi conspiracy 
case) spoke of illusory nature of freedom and 
the ne«] for long-term struggle to retake 
brutally suppressed basic human freedoms 
in his by now most representative poem ‘An 
Elusive Dawn'. 

This trembling light, this night-bitten Dawn, 
This is not the Dawn we waited for so long. 
This is not the Dawn whose birth was sired 
By so many lives, by so much blood. 


77ie problem with anti-India based patriotic identity is that it is such 
a fragile concept that even a whiff of dissent can dislodge it from its 
imaginary foundations. It is no surprise then, that outspoken public 
interest journalists like Zafaryab Ahmed will continue to be put in 
prison on dubious charges of being in the pay of foreign intelligence 
agencies. 


ON June 5 last year, Zafaryab Ahmed, a well 
known Pakistani journalist and human rights 
activist “who has consistently campaigned 
against child labour” was arrested in Lahore, 
by Pakistan's Federal Intelligence Agency 
(HA). Two days later, three activists with 
the Bonded Labour Liberation Front, 
Mohammad Salim, Fatima and Karamat Ali, 
were also arrested. All have been declared 
prisoiiers of conscience by Amnesty 
International, who regard their arrest as 
“solely for their work for the liberation of 
bonded labour in Pakistan, particularly child 
labour". They were arrested less than two 
months after the murder of 12-year-old Iqbal 
Masih, who had been active working for the 
liberation of other children from bondage. 
Zaf^ab Ahmed and Ehsanulia Khan, the 
president of the Bonded Labour Liberation 
Front, have been charged by the FIA's 
Economic Crime Unit with sedition and 
accused of providing foreign countries with 
material which underminol the national 
interest. In an envious attempt to discredit 
a journalist widely respected for his 
commitment to his country, the FIA has also 
claimed that Zafaiyab Ahmed has colluded 
with the Indian intelligence agency RAW, 
which they allege has “set up a plan to exploit 
the murder of Iqbai Masih with a view to 
causing a recurring financial loss to the 


Pakistani business interests abroad". 
Zafaryab's case - though he remains released 
on interim bail with case still festering in 
the high court - has focused on the debate 
on the issue of new forms of censorship in 
the guise of economic nationalism. 

The charge itself, sedition, is interesting 
as well as symbolic. It is a carryover from 
the British colonial days. The intelligentsia 
of ‘subject races' was a suspect breed and 
charge of sedition was con.stantly invoked 
to suppress radical and anti-imperialist 
demands. Independence from the yoke of 
colonial rule did not yield the benefits people 
had long yearned for. The ruling trio (military, 
bureaucracy and unelectabic politicians in 
order of power and influence) of the nascent 
state of Pakistan did not choose consciously 
to make a radical break with the repressive 
political culture of the imperial past. The 
colonial laws remained on statute books 
unchanged in Pakistan for whose formation 
so many lives were sacrificed. 

At partition, India had inherited 
advanced industrial infrastructure. Pakistan, 
on the other hand, was largely rural hinterland 
with no economy worth its name. Hierefore, 
the exigencies of rapid economic growth, in 
the interest of defence, entailed repression 
of domestic population and curtailment of 
basic human freedoms. The arrest of poet. 


This is yet no relief in the darkness of the 
Night; 

No liberation yet of. our souls and minds. 

So let us keep marching, my tiring friends; 
We have yet to find our elusive Dawn, 
(translated by Mahbub-ul-Haq) 

The problem with anti-India-based 
patriotic identity is that it is such a fragile 
concept that even a whiff of dissent can 
dislodge it from its imaginary foundations. 
This is one reason why the security-obsessed 
state is so paranoid about any expression of 
dissent. Intheearly 198()s mostly journalists 
were targeted for ‘security-sensitive’ 
censorship. Only a couple of years back, 
Mushahid Hussain, the e^torof the English 
language daily Muslim, was removed from 
an editorial post after having been branded 
an Indian agent. Zafaryab Ahmed’s recent 
arrest is another tip of the same iceberg. The 
worrying aspect of the situation is that 
persecution of intellectuals under sedition t 
charges has become a norm rather than an 
exception. The general public has, either 
wittingly or unwittingly, internalised 
paradigms of the security-sensitive state 
ideology without seriously questioning its 
ration^ foundations. In such a situation 
dissenters feel left high and dry without 
crumbs of grass roou solidarity. Miticians 
too have unthinkingly swallowed up 
parametersof security-minded state ideology. 
They have jettison^ any commitment to 
uph^ngthe tradition of dissent. Meanwhile 
the establishment power broken demand 
ami-Indian riietoric at a proof of reliability. 
BenazirBhutto was ousted fromofneeduring 
her first term (1988-90), lar^ly because of 
her peace-seeking dipiomatiG ovettures to 
India. The popularly elected head of 
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govf^ment wm coMideied, ironicttly, a 
lecurity rtik to the Integrity (tf the Hate of 
Mdttan. She took the hint and wai pouring 
out strident anti-Indian rhetoric In her lecond 
spell in power. The result is retrogressive 
arKl anti-people politics. It is therefore no 
surprise that outspoken public interest 
joumalisu likeZafatyab Ahmed will continue 
to be put behind prison bars on dubious 
charges of being in the pay of foreign 
intelligence agencies. Because he comesfrom 
a working class background he may be made 
the scapegoat in the interest of national 
security. 

Closely allied to the ‘security-driven’ 
reptessitm of dissent is religiously-motivated 
censorship, indeed, religion forms the 
backcloth on which censorship laws have 
been written in bold letters. The history of 
intellectual repression goes back to the day 
Pakistan was formed (August 14, IQ47). 
Coincidentally the first censored voice was 
the speech of the founder of Pakistan, 
Mohammed Ali Jinnah. His speech contained 
a blueprint for a thoroughgoing secularist 
state of Pakistan. The feudal-dominatcd 
Muslim League political party which led the 
struggle for Pakistan, colluded with religious 
lobby to black out policy-setting speech of 
the founder of the nation. The contest between 
secularism and religion has continued in one 
form or another since the first day of 
Pakistan's independent life, with religion 
always ending up victorious in majonty of 
cases. 

The second skirmish between secular and 
religious elements was fought on 
battleground of the constitution. This was 
during framing of the first constitution of 
Pakistan in the early 1950$. The original 
draft of the constitution was secular in tone, 
incorporating notions of freedom of speech 
and democracy. Religious leaders raised such 
a furore that politicians had to backtrack 
by incorporating the Objccti ve Resolution 
(a set of religiously-motivated amendments) 
into the constitution. The theocratisation of 
constitution ha.s continued to haunt the 
subsequent developments on human rights 
front until today. From 1930s onwards, 
progressive and insidious theocratisation has 
continued unabated. Every ruler has made 
it obligatory policy to appease vocal clerical 
power. While governments concede an inch 
the clergy insists on stretching conceded 
inch to a religious mile. And religious mile 
is a never-ending mile. The formation of the 
Islamic Ideology Council (first conceded to 
clerical pressure by General Ayub Khan in 
the early 1960s and later made a permanent 
featuieof theconstitution) wasanothercraven 
concession to the mullah lobby. The Islamic 
Ideology Council (IIC) has pushed for 
censorship in every conceivable area of 
human activity in the guise of bringing 
prevalent laws into line with Islamic laws, 
lie has recommended theocratisation of 
every area of human activity including an 
Islamic dress code for female news readers 
ontelevision.ShariahcourKoiieof the ugliest 
offshootsof General Zia’s regime) is another 
draconian attack on basic human freedoms 
particularly those of women. Even a secular- 


minded leader like Zulfikar Ali Bhutto 
(1971-77) caved in to mulluh-orchestrated 
demand of declaring Ahmedis, (a sizeable 
grouping of mainstream Muslims with 
slightly different and enlightened 
interpn^on of Islam), non-Muslim. In 
Pakistani context religion has always acted 
as a handmaiden of ruling classes in 
repressing deeply felt dissent and ensuring 
mind-control of the vast bulk of non- 
conforming population. 

During the regime of General Mohammad 
Zia-ul-Haq, the military man who 
despotically ruled Pakistan from 1977 to 
1988, religious fervour was used to divert 
people’s attention from teal issues. Every 
institution of state fell under the rule of 
religious extremism. From education to 
judiciary, from constitution to media, from 
village school touniversity, every institution 
was placed under the religious censor. 
Religious censors found their importance 
magniricd and they set about foisting upon 
timidly silent people the most obscurantist 
order. Zia's regime was the worst ever violator 
of basic human freedoms and yet western 
governments actively connived in dictator's 
heavy-handed repression of basic human 
rights of people of Pakistan. From Zia’s rule 
on ward every incoming government has tried 
to control the hydra-headed monster of 
religion he unleashed in order to perpetuate 
his illegitimate rule. 

One hitter legacy of over-lslamisation drive 
is the by now famous blasphemy law which 
again originated under British rule. Zia's 
cynical manipulation of the law has made 
Pakistan into religiously the most intolerant 
siicietyon earth.'The blasphemy law is being 
increasingly tised by people to settle petty 
personal scores in the guise of religion. This 
has spawned an atmosphere of bigotry 
wherein any idea of dissent and non¬ 
conformist culture is unimaginable. Most 
worrying perhaps is the fact that the majority 
of people have interiorised the basic premises 
of censorship and intellectual repression. 
The clinical brain death of the imagination 
of the nation, induced largely by Zia's Islamic 
legacy, is evident i n any dispassionate survey 
of the literary and m^ia scene. In the la.st 
two decades Pakistan has not nurtured any 
significant journalistic or literary talent, and 
this rellccts tellingly on the mind-numbing 
effects of the intellectual straitjackeling 
inherent in the Isiamisation process. As 
Rushdie wrote in his novel, Shame, “Religion 
shores up dictators: by encircling them with 
words of power, words which the people are 
reluctant to see discredited, disenfranchised, 
mocked" 

As for miHC direct political censorship of 
the print media, it began with the imposition 
of first martial law of Ayub Khan (19.38-69). 
The newspapers controlled by Progressive 
Papers (the ^glish language daily Pakisum 
Times and Urdu language daily Imroze) were 
immediately put under government control 
in cloak-aitd^aggcr fashion. Ayub Khan 
established the National Press Trust which 
was to manage the newspapers on behalf of 
his government. The newspapers operated 
by NFT became the mouthpiece of the 


governmental lirte. Censorship was clamped 
on all publicattons outakle N^s remit. So 
in one way successive govemmeots. by 
imposing draconian censorship have 
succeeded in obtaining ingraned roedta 
submissiveness, thus putting in place the 
bounds of the expressible. Pafieps the only 
notable singular exception was the weekly 
English language publication Viewpoint 
(1975-93) which always published the 
dissenting voices and pioneer^ investigative 
and 'public interest’ journalism. However, 
the fact that Viewpoint survived so long 
without thedripfecd of govemmcnt-sourced 
advertising revenue owes largely to the 
dedication of its editor, Mazhar All Khan, 
and a band of fearless journalists. 

The owners of the independent print media 
expect journalists to know the unwntten 
laws of voluntary self-censorship in the 
interest of personal economic secunty and 
newspaper economic viability. Journalists 
and writers are the most vulnerable 
professional group in todays Pakistan. Even 
the judiciary makes no pretence of 
constitutionally guaranteeing the right of 
dissent. Recently the chief justice of the 
supreme court told journalists that he now 
felt that his policy of ignonng press criticism 
was wrong..." in casesof unboirable criticism 
there could be no more tolerance' he said, 
“then you will have to face some trouble 
(Human Rights Commission of Pakistan’s 
Annual Report 1993: page 33). 

In the past few years a religio-ethnic street 
squad has emerged as the active enforcer of 
intimidatory censorship Armed-to-the-teeth 
religious groups are now increasingly 
attacking the newspaper offices to fotce- 
fecd their spin on the news stories. The 
government has so far stood idly by in the 
face of these threats. The murder of 
Salahuddin Ahemed. a Karachi-based 
journalist, is the speartip of this phenomenon. 
Gi\Tn these conditions joumalismin Pakistan 
is increasingly under siege. The prevailing 
aimosphercof widespread bigotry has placed 
a serious question mark over the future of 
dissent in Pakistan. 

Dissent faces a multi-fronted battle tn 
Pakistan. Each expressum of dissent has to 
go through the multi-pillared filters of 
religious thought-police, national security- 
sensitive censors it is worthwhile here to 
quote Salman Rushdie on the overall stale 
of censorship and repression of dissent in 
Pakistan. “But the worst, most insidious 
effect of censorship is that, in the end, u can 
deaden the imagination of the people. Where 
there is no debate, it is hard to go on 
remembering, every day. that there is a 
suppressed side to every argument. It 
becomes almost impossible to conceive of 
what the suppressed things might be It 
becomes easy to think that what has been 
suppressed was valueless, anyway, or so 
dangerous that it needed to suppressed. And 
then the victory of the censor is total." 

In today's l^istan the victory of the 
censorship is absolute Dissent is an 
endangered species there. I am sending out 
an SOS message to create and preserve an 
intellectual wildlife fund tor Piduston. 
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PERSPECTIVES 


Sokal’s Hoax and Tensions 
in Scientific Left 


Gita Chadba 


Though apparently an attack on a specific genre of writing in the 
social sciences, i e, the post-modernist one, the focus of Alan Sokal’s 
hoax extends over the entire methodological debate in science, natural 
and social. It also extends over the entire range of science critiques 
that seek to reinterpret the canons of mainstream modem science. 
However, these critiques of science, it is argued here, cannot simply 
be pushed into the political left or right nor can they be interpreted 
as pro- or anti-science - which is what Sokal 's position finally 
amounts to. 


ALAN SOKAL, a professor of physics at 
New York University, submitted an article 
called Transgressing Boundaries; Towards 
a Transformative Hermeneutics of Quan¬ 
tum Gravity' to Social Text, a “leading North 
American^oumal of cultural studies" [Sokal 
1996a]. As the title suggests, Sokal’s article 
sedis to break the boundaries of physics and 
plnlosophy, allowing for an interdisciplinary 
approach. Sokal states clearly in this article 
that the starting points of his essay are “those 
features of the theory of quantum gravity 
which are telati vely well-established (at least 
by the standards of conventional science] 
and his own attempt is to draw out their 
philosophical and political implications”. 
Sokal [Moceeds, cautiously and tentatively, 
to discuss the outlines of a “liberatory post¬ 
modern science” [Sokal 1996a]. The article 
locates itsel f wi thi n t he deep conceptual shi fts 
that have occurred in science itself 
particularly due to the contributions of 
physicists like Heisenberg and Bohr, in 
studies in the history and philosophy of 
science that have challenged the canons of 
mainstieam science reflected in the works 
of Thomas Kuhn, Paul Feyerabend, Stanley 
Aronowitz and David Bloor, and in feminist 
and post-structuralist critiques represented 
in the works of Caroline Merchant, Evelyn 
Fox Keller, Sandra Harding and Dotuia 
Haraway. After the article was published in 
the spring/summer 1996 issue of Social Text 
titled ‘Science Wars’, Sokal declared that 
the article was a hoax, a “physicists’ 
experiment with cultural studies” aimed at 
testing if a journal like the Social Text "would 
publish an article liberally salted with 
nonsense if (a) it sounded good and (b) it 
flattered the editor’s ideological 
preconceptions?” Sokal declares thrd his 
experiment, a modest and “admittedly 
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uncontrolled” one expresses his intellectual 
concerns over the “apparent decline in the 
standards of intellectual rigour in certain 
precincts of American academic humanities”. 
Though Sokal’s (1996b) declaration of the 
hoax was carried in the journal Lingua 
Franca, he submitted an afterword to Social 
Text in which he declares himself to be “an 
unabashed old leftist...and a stodgy old 
scientist” whose credibility as a true leftist 
is established by the fact that he “after 
all...taught mathematics at the National 
University of Nicaragua undertheSandinista 
government” [Sokal 1996c j. His other claim 
to being a true leftist is, of course, the noble 
political motives behind his above-mentioned 
hoax. While wanting to make “a small 
contribution toward a dialogue on the left 
between humanists and natural scientists”, 
Sokal justifies this act by his politic^' 
concerns over the historical volteface on the 
part of the new left that has led to a challenge 
(read ‘betrayal’) of the worthy heritage of 
the left which has always been “identified 
with science and against obscurantism”, 
where “ratioiul thought and the fearless 
analysis of objective reality (both natural 
and social) are incisive tools” for a progressive 
social critique. Specifying further, Sokal 
states that his hoax aims “to combat a 
currently fashionable post-modemist/post- 
structuralist/social constructivist discourse 
- and more generally a penchant for 
subjectivism” which he believes is inimical 
to the values of the left In a clever footnote 
to this statement, Sokal confesses that though 
the subject matter of social sciences make/ 
for “many special (and very difficult) 
methodological issues" in relation to 
objectivism, “the basic epistemology of 
inquiry ought to be roughly the same for the 
natural and soda) sciences”. Even though 


Sokal’s hoax has beenelevated subsequently 
to the level of a classic [Jay Rosen 1996] 
and has received extensive coverage in the 
western media, it has remained largely 
undebated in India. 

Whi le an article, which aims at purportedly 
developing ideas from science and extending 
them into post-modern philosophy does not 
disqualify itself by this very intention (in 
fact, it is considered welcome for a 
multidisciplinary approach) Sokal’s article 
in Social Text does leap into unsubstantiated 
speculations, especially in the conclusions 
where he presents the urgency for developing 
an ’emancipatory mathematics’. Yet it needs 
to be pointed out that an article such as 
Sokal’s isdifficult to referee by the standards 
of any journal .strictly academic or otherwise. 
The fact of such an article, its merits and 
demerits are therefore open to debate and 
discussions only after its reception. The 
validity of an article in a field as young and 
still undefined as cultural studies need not 
be decided at the referee’s table but at later 
stages in history. Tentatively formulated 
articles .such as Sokal’s might, in fact, play 
an important role in the development of 
ideas which are still speculative in nature. 

Though apparently an attack on a specific 
genre of writing in the .social sciences, i e, 
the post-modernist one, Sokal’s attack 
extetids over the entire methodological debate 
in science, natural and social. Significantly, 
italsoextendsoverthcenlire range ofscience 
critiques that seek to reinterpret the 
ontological, epistemological and 
methodological canons of traditional science 
(read mainstream modern science). I argue 
’ that these critiques of science can neither 
simply be pu.shcd into the political left nr 
right nor can they simply be interpreted to 
mean pro- or anti-science, which is what 
Sokal's position eventually amounts to. 
Moreover the debates surrounding 
subjectivity and objectivity in the 
methodology of science (social and natural), 
cannot be categorised as ‘sense’ or 
‘nonsense'. Sokal's aim of putting a check 
on the proliferations “not just of nonsense 
and sloppy thinking perse of a particular 

kind of nonsense and sloppy thinking: one 
that denies the existence of objective 
realities”, only indicates a positivist bias 
towards the natural science and a lack of 
comprehension of the dimensions of the 
debate around subjectivism generated not 
only by the social sciences, but also within 
the physical sciences (for example, 
Heisenberg’s interpretation of quantum 
mechanics which Sokal in his article uses 
as a substantiation of his argument and in 
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the alteni«d debiiiiks it as a 
which if heeded and heard, could provide 
impoftam insighu for the methodolofy of 
science. Consequently, Sokal’s act and his 
position of a self-styled Judge, has the 
potential ofbeconiing, as feared by theedilors 
of the Social Text, “an academic turf war 
between scientists and humanists/social 
scientists, with each trying to outsmart the 
other”, rather than a way towards a dialogue. 

More importantly, the entire political 
Justification of the hoax, located on the side 
of the left, might backfire and lead to one 
more case of left eating the left While the 
differences emerging between the orthodox 
Marxist position vis-a-vis science and 
rationality and the new leftist discourses are 
serious, a loosening of the ideological 
stranglehrdd of scientific rationality that grips 
the former wilt go a long way in developing 
sharper intellectual tools required for 
iiberatory movemems against the status quo. 
On the other hand, the problems in post¬ 
modernism with regard to developing valid 
theoretical Justifications for progressive 
social movemems need to be coruiderably 
sharpened in order to gain a critical edge 
over obscurantism. Only a serious and open 
dialogue between these streams of the left 
can lead to developing a constructive 
consensus. Hoaxes such as this do not pave 
the way for dialogue but simply lead to a 
funherdistance, in this case not only between 
the natural and social scientists but also 
between the old and the new, the ‘orthodox' 
and the ‘radical’ left, making each more 
defensive than the other. While in their 
respon.se to Sokal, the editors' collective of 
the Social Text sees it as “a non-refereed 
Journal of political opinion and cultural 
analysis - in the ‘little magazine' tradition 
of the independent left...with criteria and 
aims quite remote from a professional 
scientific journal", they also claim to have 
roots within “the Marxist project". Situating 
the Social Text’s ideology and spirit, its 
founding mci-nber, Stanley Aronowitz, states 
that “we were appalled by the orthodox 
Marxist claim that culture had nothing to do 
with burning issues of economic justice and 
were equally opposed to a 'culturalist' 
deconstruction of reality in which ail that 
mattered was language” (Aronowitz 1997]. 
Though the middle ground between economic 
and cultural determinism, sought by the new 
left might appear to be diminishing in the 
post-modernist discourses.oneof the presem 
editors of Social Text, Bruce Robbins, argues 
that the multi-cultural or post-modern left 
has been “part of a search for a common 
ethos - a centre, however imaginary - that 
will aid progressive social movements” 
(Robbins 1997]. It becomes difficult, 
therefore, to classify a Journal like Social 


Tboogh'lt apfiMn fo lim nw ved fiom 
its roots in the new left into the post-modern 
positions, 5 ocm/T ezr not oiily represents the 
tensions between these axes (rather than 
uncritically aligning with either) but also the 
difficulty in finding a resolution to the 
problenu between them. It is within this 
framework that science has come under 
scrutiny. But sadly, a belief in the 
epistemological supremacy of science and 
the ethical supremacy of scientific 
communism, leads to a mindset inmany, like 
Sokal, which when pushed into public 
forums, makes only for polemics rather than 
for dialogue. Such polemics, in the case of 
science propel it either mwatds objectivism 
or subjectivism. As scientist and feminist 
Evelyn Fox Keller (1989) points out 
“attempts to occupy a middle ground must 
contend not only with the conceptual 
difficulty of formulating such a position, but 
also with the peculiarity insistent pressures 
of a public forum urging toward one pole 
or the other". Sokal' s attack on a fashiontdtie 
post-modern academia, in its political 
earnestness, becomes precisely such a public 
forum, which leaves no space for a middle 
ground for a genuine dialogue within science 
and between science and progressive social 
movements. 

Like most ardent old leftists. Sokai equates 
modern science with all the epistemic 
criticality and ethical neutrality that are 
presupposed by a Marxist progressive social 
critique, thus overlooking the times when 
scientific rationality has functioned as an 
adveraary of these rather than as an ally. The 
feminist studies in science, which have been 
singled out for attack by Sokal, sharply expose 
this failing of science practice. Though the 
emphasis in feminist critiques of science is 
upon the debates around the ethicsof science 
and the impact of technology on women, 
feminist theory introduced ‘gender’ (as 
opposed to ‘sex), as an analytical category, 
used not only to critically examine 
mainstream research in science but also to 
recoiulnicl the notion of ‘Reason’ itself. 
While feminists like Hilary Rose have argued 
for a mote ‘embodied notion of Reason’ 
where ‘head and hand' are better integrated, 
others like Keller have argued for a more 
‘self-reflexive reason’. With inputs from the 
developments in science studies, the history 
of science, philosophy and sociology of 
science, but also with one foot firmly in the 
feminist movements and the experience of 
discrimination in the real world, the feminist 
critiques of science argue that “modem 
science evolved out of a conceptual 
structuring of the world, e g, of mind and 
nature - that incoipoiMd particular and 
historically speeific ideologies of gender" 
(Keller and Longino 1996], Though it has 


been possiblelodemoostratean androcentric 
bias in the content of the ‘softer’ sciences 
like the bioIogicaJ or social sciences, the 
feminist critiques of science - by and large 
- do not thereby debunk the entire project 
of science. 1 will be citing the example of 
those feminists, ignored by Sokal. who are 
working to develop a critique of science, 
from within science. Though Sokai singles 
out Sandra Harding as a representative of 
the feminist critique of science, contributions 
of feminists like Fox Keller and Ruth Hubbard 
who are attempting to demonstrate an 
androcemric bias in science are bypassed. 
Sokal is misleading in the implicit equation 
that he makes between feminist critiques of 
science and post-modernism, it should be 
noted that the convergence between these 
two streams of thought is not only partial 
but also a recent developtnenL Early works 
in feminism and science (i e, both natural 
and social science) showed how, in the case 
of sociology, much of sociological research, 
its methods, conceptual structures and 
theories was built up within the male social 
universe even when women have actively 
participated in doing so [Smith 1996]. M 
a reaction, this led to new women-oriented 
research, but there also developed "a 
standpoint theory” whereby social insti¬ 
tutions could be viewed from a woman's 
standpoint rather than from an exclusive 
male point of view. The existence of social 
facts were, in the process, not denied, but 
reconstituted. As Ruth Hubbard (1989), 
biologist and feminist, puts it “Every fact 
has a factor, a maker”. On the other hand, 
Evelyn Fox Keller started from a entique of 
unfair employment practices, responsible for 
the under-representation of women in science, 
proceeded to a critique of androcentric bias 
in the contem of biological sciences, with 
the aim of taking the feminist critique into 
the foundations of science. Though nnne 
feminists do argue for a standpoint 
perspective in natural science too and others 
argue for a ‘feminist’ science. Keller hopes 
not for 3 diflerent or a feminine ora feimmst 
science but argues that those eleinenu of 
feminist cnticism which seem to conflict 
with conventional conceptions of science 
may, in fact, carry a liberating potential for 
science by freeing it from canonical 
approaches and leading it towards more 
reflexivity. She slates that "it could therefore 
benefit scientists loaftend closely to feminist 
criticism" ] Keller 1996]. Elabcntiitg further. 
Keller believes that "a first step in extending 
the feminist entique to the foundarions of 
scientific thought is to rcconrepiualtse 
objectivity". She suggests that iheob|eciive 
effort of science- the quiiitcs.<ienuaUy humn 
effort to undersiartd the world in rarional 
terms - need not be abandoned but couM 
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be feSned. She sates that need to idd 
to dM fluniliar methods of rational and 
empirical inquiry the addiiionai process of 
critical self-reflection, attending to the 
features of the scientiflc project that bdie 
its claim to universality”. While Fox Keller 
finds herself struggling with her training as 
a natural scientist and her political 
commitinent to feminism leading to self- 
reflexive criticality, it is interesting to note 
that Sokal’s commitment to the leftist 
ideology and to natural science leads him 
to the canonical affirmation of both and to 
dub the feminist critiques as r epres en tations 
of 'confused thinking’, i e. thinking that 
cannot distinguish fact from fiction. While 
the theory-ladenness of facts and the context- 
dependence of observations are commonly 
asserted by feminists, the interesting question 
raised by feminists is how do facts get sotted 
out from fiction - by a fool-proof method 
or by the people using the metlKxl [Hubbard 
1989]. Most importantly, feminist 
methodology has aimed at locating the subject 
and object in the same critical field of study 
ensuring self-reflexivity. 

To suggest also, as Soiud does, that feminist 
criticisms “do not lead anywhere” and are, 
therefore, confused is like viewing them 
standing on one’s head. Feminist critiques 
are so looted in the world, that most feminist 
foraysinto theory are determined by women’s 
lived experience or by feminist politics. Even 
a cursory look through works of feminists 
on androcentric bias in social or biological 
sciences will demonstrate the point. Though 
by itself this need not provide grounds for 
valid theory, it does lead to a wider base for 
knowledgesystems,allowingforsubjectivity 
and requiring arefornRilation of the cancmical 
notion of fan as ‘a reality out there'. On the 
other hand, the more abstract theoretical 
formulations in physics are neither rooted 
in nor lead to the world of experience - does 
that make these formulations (or all of 
ihysics) confused? Besides, to assert that 
such thinking does not lead to any 
constructive knowledge is absurd since the 
development of scientific knowledge, as 
suggested by Sokal, cannot be understood 
as a matter of adding more detail or theoretical 
lopbistication to a stable base. This notion 
of a stable base keeps getting broken, as 
argued by Thomas Kuhn in his well known 
'look The Structure of Scientific Revolutions, 
luring times of scientific revolution when 
;>aradigms conflict and compete for 
wpremacy. 

Sokal’s attack on Harding in particular 
ind feminism in general not only indicates 
he intellectual inability on his part to 
mmprehend complex systems of thought 
out alto the political need to suppress 
novemems that counter or challenge the 


model of natural acience fer itself aad for 
society. Though Sokal ptompously asserts 
that he does not need to save natural sdence 
from the attacks of literary criticisffl, it would 

do good to peep into the feminist critiques 
of science to see if there is anything after 
all to be leamt from them. Just as there is 
something to be learnt fiom the social sctences 
in general, which because of the complexity 
of the subject matter, could provide fresh 
insights into questioru of methodology of 
science. The positivist model could tlren, 
very well be reversed, making the social 
sciences, and not the natural sciences, the 
model for scientific research. 

The Sokal affair is particularly relevant to 
debates in the context of post-colonial India, 
because of the equation that it suggests 
between critiques of modern science and the 
political right. Though it is recognised that 
the cultural critics of science do not speak 
for the right and are "motivated by deeply 
egalitarian, radically democratic and 
staunchly anti-racist sentiments” [Nanda 
1997], there are grey areas which demand 
attention. Coming down heavily on the links 
between science and culture, Mira Nanda 
fears that this has opened the door to so- 
called 'ethno-science', ‘Hindu science’, 
'Islamic science’, 'third world science’, etc. 
where scientific rationality is subordinated 
to the cultural forms of life of different 
communities. While these fears are not 
unfounded, it is absolutely essential to locate 
the critiques of science, by the sharpening 
of intellectual tools, outside of reactionary 
nationalism and religious fundamentalism, 
whilesimultaneouslymakingthecnicial shift 
from the canonical notion of modern science 
to a more critical one. If the progressive 
critique of science and of society needs to 
be located on the side of the left, which as 
I believe it needs to be. then it becomes 
essential to search for fresh critical tools in 
hitherto marginalised knowledge systems 
while simultaneously reconstituting older 
ones like the rationality of modem science. 
When scientific facts, or the method of science 
help humanist and egalitarian values, they 
can offer a critical edge but when they fail 
to provide a basis for these, as they often 
do, then an alternate interpretative scheme 
is needed. Sincesciemificknowledgeisopen 
both to progressive and regressive 


taf.» pwr«tioni. the dBva l oymaK wftkm 
mnvements become value baaed rather 
than value neutral. Social movonenta that 
progress on sdence without having 
a critical approach to scientific knowledge 
itself end up taking an essentialist and 
canonical view of science. Bor instance, a 
movement like the people’s science move¬ 
ment. while demystifying science, does not 
always critically examine that aspect of 
scimee which allows it to ally with oppressive 
social farces. Thisnot only limits progressive 
social movements but scierree too. 

In conclusion, one it tempted to say that 
though Sokal’s experiment with cultural 
studies has evoked significant respemses, the 
experiment, in itself, is highly subjective and 
idralogical. In his attempt to parody cultural 
studies, Sokal ignores the political raison 
d’etre of movements like feminism within 
which the science question is integrally 
related to larger concerns. 

[The author wishes to acknowledge valu¬ 
able discussions with Kamala Ganesh and 
Sridhar K]. 
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Jats and Their Union 

Gail Omvedt 

Rivalry and Brotheriiood: Politics in tbe Life of Fanneri in Nortbem India 

by Dipankar Gupta; Oxford University Press, Delhi, 1997; pp xi + 218. Ks 450. 


I REMEMBER some Shetkari Sanghatana 
boys in an Amraoti village telling me about 
their encounter with the Bharatiya Kisan 
Union (BKU). They had gone for a rally in 
Meerut, in their usual way, without ticket 
on the train and arriving with only Rs 24 
between them. But there they were welcomed 
with traditional jat hospitality, drinking glass 
after glass of milk placed in front of them 
since they didn't know that it would only 
stop when the glass is turned upside down. 
Compared to the sparse fan; they were used 
to, they felt these north Indian farmers to 
be eating very well on campaigns. 

But, they were even more impressed with 
other difTercnces between 'their' and ‘our' 
organisation. "They can talk only in terms 
of Ram and Krishna, not scientifically like 
us in terms of surplusandexploitation. And", 
the buys added, "they're so cruel to their 
agricultural labourers - they really are rich 
peasants!" 

The farmers' movement has had a bad 
press i n India, and this may partly be in terms 
of the proximity of most Delhi intellectuals 
to its most self-consciously 'rustic' section, 
thejat-centred BKU of western UP. The jats 
are in many ways known tor Ihcir 
traditionalism, and the most recent examples 
of it have been horn lying: young couples 
brought before caste panchayat.s/villagc 
panchayats fin one case one with a woman 
sarpanch) and murdered for violating 
tradition. 

Dipankar Gupta's discursively written 
account of the jats and their farmers' 
organisation, the BKU. is based on participant 
observation and some detailed study of one 
or two villages - but gives a vivid picture 
of the unique features of this organisation. 
Gupta's argument is basically that western 
UP rural society, and thus the fanners' 
movement bas^ on it, is significantly 
different both from the more landlord-ridden 
rural society in eastern India and the more 
self-cultivating rural societies such as 
Maharashtra. The jats, who are at the centre 
of wesiem^P rui^ culture and the BKU. 
have a un^dely egalitarian clan structure 
and a proud self-image as independent self- 
cultivatiiig farmers who bow down to none 
- not even to their own leaders: Tikait. as 
Gupta notes, is regularly questioned and 
held to account by his followers. At its best, 
the BKU has fostered Hindu-Muslim unity 


and involved gujjar as well as jat farmen; 
in more recent years the decline of the 
organisation has brought iu base down to 
its core, the jats. The BKU, though, argues 
Gupta, has been an^ still is basically an 
organisation of self-cultivating small fanners, 
a union representing rural interests against 
the state. 

The negati ve side of jat clan egali tan anism. 
of course, is the continued secondary status 
of women (and along with this, the upholding 
of tradition through cruel punishment) and 
the scorn and harshness with which the ex- 
untouchable agricultural labourers are 
treated. Thechamarstnowjatavs). the largest 
caste, have nearly removed themselves from 
village labour and prefertowork only outside 
the village. 

Gupia'scomparison herewith Maharashtra 
is apt. at least partly: the marathas (more 
accurately, kunbi-marathas, since a century 
ago the majority were known as 'kunbis' in 
most areas) have much more internal 
hierarchy among them and a much looser 
ca.ste structure; there are vaguely defined 
bhaukis and lineages, but nothing like the 
khap structure. There is also a more 
democratic historical tradition in the 
Saiyashodhakand non-brahnaan movements, 
rellcctcd partly, according to Gupta, in the 
more secular orientation of the marathas. 
who arc not so concerned about their caste 
and clan histones as the jats. 

In some ways. though.Gupta'scomparison 
is incomplete. It would have been more 
accurate not simply to compare jats with 
marathas, but rather the jai-chamar relation¬ 
ship with the maralha-mahar relationship. 
Both chomars and mahars have had an 
assertive history of struggle and movements: 
that of the chsaruus. like the mahars, took 
place in a strong way from the earlier 2(Xh 
century onwards and perhaps even earlier. 
B ut jats and chamars appaienti y almost never 
came together in an anti-caste moventent. as 
did the marathas and nuhars - though fitfully 
and with cominued tension (symbolised by 
Ambedkar'srclationshipwithShahu Maharaj 
amdhisalienation from and disdainful anitude 
towards later maratha leaders). Also 
interesting is the fact that mahars have been 
more firmly landholders: census data from 
1901 and 1911 ihowamuch lar g er proportion 
of these, as compared to chamars, listed as 
‘cuhivaiors', white in turn a significant 


proportion of iruuathas have bear listed as 
‘agriculturai labourers*. In other words there 
has arguably been much more class overly) 
between marathas and mahars than qlsewhere 
in India. At tbe same time today class or 
economic differences among maratha-kunbis 
are immense, with a large proportion of them 
(though not of course as many as among 
dalits) being agricultural labourers. Thus 
underlying different maraiha-maharandjat- 
chamarrelationshipsis adifferent correlation 
of caste and class in rural areas. 

Dealing with class issues, however, is not 
one of the strong points of Gupta's study. 
While he argues that the jats are cultivating 
and usually small farmers, as against those 
who see farmers' organisations as 
representing only ‘rich peasant’ or 'kulak* 
interests, he does not really confrom the 
issue of class definition and the empirical 
evidence concerning this. (How dowe define 
•rich farmer' or whatever?) Nor, for that 
matter, does he deal theoretically with caste. 
For a sociologist who has edited one of the 
major readers on social stratificauon and 
produced long anicles on caste, this is 
disappointing. 

His statistical data are weak. In Bhaju 
village, where he has landholding data, he 
could easily have shown the percentage of 
land owned in each size-category - the kind 
of data that is usually cited to show that, e g, 

‘ 10 per cent of the households own 60 per 
cent of the land' and ‘Ibcreforc' (though this 
does not follow), ‘rich farmers dominate*. 
But he does not; nor does he give available 
data for the areas of western UP in whiefa 
the BKU has been prominent. Thus we have 
no way of assessing whether there is more 
or less sclf-cultivation than in other areas of 
India where farmers' movements are strong, 
or in regions where they are weak. In some 
cases,he wrongly cites statistics, for example 
in regard to a Rural Labour Enquiry study 
of 1974-75 (p 8). Duero not dealing forcefully 
with the issue of class, and not confronting 
other writers on the BKU such as Zoya 
Hassan. Gupta's book remains an intcfesting 
one. fascinati ng to read but hardi y a defiidti ve 
study of the BKU. 

His last two chapters and an appendix do 
deal with somewhat fashioiuHc theoretical 
issues, if in a somewhat eclectic fashion. As 
agai nst James Scott, he derides tbe tele Vince 
of petty theft and the like as "Weapons of 
the weak", pointing out that the “routioe 
repression" of the strong is much more 
forceful. He sees little hope, though, in 
agricultural labour struggles, aiguiitg that 
they ultimately follow the same values and 
would be equally repressive in power. While 
this poims out a problem, it hardly detds whh 
cases where t he rural poor - or the cultivaHni! 
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--!■ tho traditional value* of the 
Jati (and of .most Indian caites and 
communitiei) are at odds with modem 
egalitarianism and civil society, and to the 


nu^^, the BKU OKI bedeiwild ah 
ftmen' organisadoa in India which aOii 

consciously use* and accepts traditloaalcailo 
institmioiu-theShetkariSangfiaianaPmply 
does not have the tame kind of rdatkmship 


Oupta’s treatinent of ‘civil society’ in 
chapter 7 is one of the most interesting in 
the book. The concept has come into 
prominence since the late 1980t with the 
disiHusionment with statist economies and 
the fall of the east European Communist 
regimes. The condemnation of the 
‘totalitarian’ efforts to absorb all social 
institutions into party organisations is linked 
with an effort to r^ild as autonomous, 
non-party associative life as an alternative 
to the state-and also to the market, for where 
originally Marx had included in particular 
the economy in ‘civil society’. The currem 
use of the term Cakes it as both non-state and 
non-market. The farmers' movement, and 
other new social movements, and the 
organisations and associations they involve, 
can be seen as a crucial part (though not the 
only pait) of civil society. 

Gupta is concerned with the debate among 
Indian intellectuals, and here he provides a 
useful criticism of the use of the civil society 
by Centre for Study of Developing Societies 
theorists such as Rajni Kothari, Ashish 
Nandy, etc (though in the process he neglects 
the work on civil society by other scholars 
such as Neera Chandoke). This group 
identifies ‘new social movements’ as 
examples of a ‘traditional civilisational' 
resistance to a tyrannical state and capitalist 
power, thus for them, civil society and social 
movements of the poor are identified with 
tradition as the source of morality and 
opposition to a destructive modernity. Gupta 
quotes Rajni Kothari: 

Civil society’s ordering of politics and 
governance is, in my view, the t^e-off point 
for humane governance. Such a re-entry is 
what contemporary social movements strive 
for...Such sources of regeneration...lie more 
in the south than in the north, more in women 
than in men, more in the marginalised than 
in the powerful, more in ethnic identities and 
submerged civilisations than in dominant 
cultures. ((Quoted p 129). 

Kothari et al thus idealise ‘new social move¬ 
ments’ and at the sanw time exclude move¬ 
ments which do not quite fit, more or less 
ignoring the farmers' movementinparticular 
and treating the dalit and bahujan anti-caste 
movement at best abstractly. 

As Gupta points out, however, all that is 
DonmUy meant by‘dvilsocicty’isin contrast 
to the ascriptive and community-bound 
values of traditional pre-capitalist societies 
and is inherently link^ with enlightenment 
values that put the individual actor and subject 
at the centre, and evaluate both community 
morality and the state itself in terms of 


exleirt that the BKU - or other movements 
- are really founded on tlwK values, they 
cannot be called a phenomenon of ‘civil 
society’ and they cannot provide a take-off 
point for humane governance. Gupta thus 
sees India as representing a mixed situation 
in which the concept of civil society does 
not quite apply, and suggests the term ‘civil 
solidarities' as an alternative. 

Gupta is pointing to a real problem here: 
we look to 'decentralised democracy’ as an 
alternative to the oppressing central!^ state 
and the market commercialism, but local 
panchayats of the jais have enforced some 
very barbaric values. And not only the jats: 
even among the most egalitarian adivasi 
communities, women are not traditional 
panchas. The assertion of 'tradition' in a 
simple form, therefore, cannot be seen as an 
alternative. 

Nevertheless, here also his analysis seems 
oversimplified and tends to see civil society 
only in an idealised form. If wc use the term 
‘civil society' to comprise all the associations 
and groups in a society that have voluntary 
membership, comprising people coming 
together on a nonterritorial basis to achieve 
some goal, we can classify these into a variety 
of forms: 'traditionally' oriented (based on 
issues involving family, kinship, religion, 
ethnicity, etc), economically oriented (from 
trade unions to entrepreneurial groups to 
consumer associations), sports-based groups, 
arts-oriented associations, etc. There is 
obviously a wide variety, and traditionally 
oriented groups can include those that seek 
to strengthen some aspect of tradition as 
well as those that seek to challenge it - 
organisations supporting religions, for 
instance, and ofganisations of atheists. 

There are several points about this. First, 
all these associations, even the most 
'traditional', differ from the .simple and less 
conscious, less organised way that tradition 
exists in pre-capitalisi societies. Second, all 
- even the most ‘secular’ - are affected by 
the 'non-civil society’ social institutions such 
as caste, religion, race, gender, etc. The 
differeiKe lies in the fact that for some, 
which officially may fight patriarchal, caste 
or racial dominance, this constitutes a 
problem; for others it is a conscious resource 
or something consciously promoted. Pitully, 
there is not a qualitative difTerence between 
developed and developing societies in this 
regard 7 both have quite modem, secular 
assodarions as well as racist, casteist ones. 

In India, caste associations or the RSS can 
be compared with the Satyashodhak Samaj; 
in the US, the NAACP could be contrasted 
with the Ku KluxKlan.Inthecaieof Gupta’s 


to maratha-kunbis, the Ra^ Sangh of 
Karnataka is oriented in a different way to 
jats and lingayats though all will be affected 
by caste identities, just as environmental 
organisations are, just as women's 
organisations are.' In other words it can be 
arguedthat whileGupta has brought forward 
some important aspecte about the concept 
of ‘civil society’, he has still not adequately 
theorised it nor the social movements that 
are based in civil society. 

Gupta wants to stress both the rationality 
of the BKU in terms of representing jat 
interests and the limitations of the way it is 
linked to kbap and clan traditimis. In this 
respect, it differs from the more secular and 
egalitarian orientation of farmers’ 
organ! sations such as the Shetkari Sanghatana 
and Rayahi Sangh (here a look at the Punjab 
BKU would perhaps provide an even more 
interesting comparison and bring in the 
question of different characteristics of Sikh 
versus Hindu jats). His argument in terms 
of the unique features of jat culture is 
persuasive. However, in the final analysis 
thequestion of leadership remains: isitreally 
true that only a Tikait could emerge in the 
context of western UP? What of Charan 
Singh? Would it not be accurate to say that 
the particular leadership of the BKU in the 
1980$ served to reinforce many of the 
retrogressive aspects of jat culture? Here 
Gupta himself seems to fall prey to the 
tendency he criticises so effectively in his 
appendix on Ranajit Guha - postulating a 
(leasant mentality, in this case a macho jat 
mentality of acaste-cxclusiveegalitariani.sm. 
Similarly, while he argues for the rationality 
of the BKU, still there is no effort to assess 
its strategy in terms of goals of representing 
the economic needs of the farmers (this is 
part of not dealing with the arguments of 
those who would describe it as a ‘kulak’ 
movement) - the main emphasis is again on 
its expressing a jat ethos and social-cultural 
orientation. 

In conclusion, Dipankar Gupta has written 
areadablc andentertainingbook which brings 
forward many important aspects of the BKU, 
but the need for a definitive study of the 
farmers' movement as a social movement 
remains. 

Note 

I For an important recent study of the Rayatu 
Singha (RS), see Muzaffv Asodi, PmisiM 
Movement tn Karnataka, I9H0‘94, Shipra 
Publications, Delhi, I997.lnconiratltoChipia, 
Asiadi presents a detailed clau analysis on the 
‘rich peasant’character of the RS, bat his book 
lacks the tkh dUcuiiion of caste leakages and 
leadership orientation. 
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Globalisation of Capital, MulttnaticHial 
Corporations and Labour 

Towards a Perspective 

V Janardhao 

In the pursuit of strategies of accumulation and profitability global capital is pushing through an increasingly 
'borderless world' and emerging as the dominant global social-economic-cultural power. The other side of the 
coin is the emergence of a global working classics) working directly or indirectly for global capital. This article 
examines the manner in which companies, especially in Asia, are globalising and the strategies they tend to follow. 
Strategies adopted by a leading multinational, British American Tobacco, and its Indian affiliate, itself aspiring 
to become a multinational, are examined as illustrative of a generalising phenomenon. 


WE are living in the tumultuous times of 
globalisation of capital. Nut withstanding 
the fleree debates that rage in intellectual- 
political circles regarding the pros and cons, 
good and bad, desirable and undesirable 
tendency that is globalisation of capital, one 
point is clear: globalisation of capital is 
indeed taking place the world over. While 
it is not too difficult to discover the motives 
that govern the right-wing forces in their 
denunciations of global(ising) capital, it is 
interesting to note that the Indian left too. 
by and large, is engaged in opposing the 
globalisation of capiul. The ‘hidden agenda’ 
seems to be to prop up an 'Indian' capitalism 
as opposed to international/multinationai/ 
global capitalism. As if Indian capitalism 
can be any different in either being benign 
or more efficient, it is one thing to be anti¬ 
capital. and another to be opposed to one 
form that the accumulation and organisation 
of capital can take and has taken - 
multinationalisation. Moreover, it is a matter 
of grave doubt how being anti-capital by 
itself can mean that the particular stance is 
'Marxist'. True, the Marxist project or more 
specifically Marx’s project, aims at the 
transcendence of capital. The dominant left 
perspective however (and very much so in 
India) is to attempt a transcendence even 
before the phenomenon to be transcended 
has materialised fully, a process that has to 
take place on a global scale, when capital 
becomes the predominant, global social and 
economic power. 

It can be contended that globalisation of 
capital sets the proper context and provides 
or lays the basis for a truly international 
workers’ movement. The latter may or may 
not have an explicitsocialist agen^ but at 
least can proiide a platform for the left 
which itsel f has to become tru ly i ntemational 
-politically.socially.culturaliy. Yet.theicft 
which has by far become mostly re-active 
(as opposed to proactive) can only think in 
terms of and at the level of the ’nation’ and 
the 'state'. These are precisely the two 
categories and entities whose demise appear 


imminent or at least rendered increasingly 
irrelevant thanks to the current process of 
globalisation. As would be substantiated 
subsequently, in the pursuit of strategies of 
accumulation and profitability, global capital 
is pushing through an increasingly 
‘borderless world’. It is only today that capital 
by criss-crossing nations and states 
subjugating them in effective ways, is in a 
position to establish its supranational 
character and emerge as the dominant global 
social-economic-cultural power.' The other 
side of the coin: creation ofa global working 
class(es) working directly or indirectly for 
global capital. As James O'Connor observes 
“Not until the working class was recomposed 
into modern global, social labour could it 
be said therefore that the working class as 
such existed" lO’Connor 1984]. 

The purpose here is to first describe the 
manner in which companies arc globalising 
and the strategies they tend to fol low; second, 
as a concrete example, to discuss at length 
the strategics adopted by a leading 
multinational company British American 
Tobacco (BAT) as well as that of its Indian 
affiliate. fTC. The case of BAT -ITC is unique 
in the sense that BAT is not only an overseas 
multinational whose affiliate FTC is, but that 
the latter itself is also ambitious of becoming 
a multinational in its own nght. competing 
and co-operating by turns with its parent. 
This phenomenon has greater chances of 
being replicated by many other companies 
precisely due to the forces and factors that 
globalisation unleashes. This only makes a 
homogenous simplistic understanding of 
multinationals irrelevant thus showing how 
complex things are in reality.^ Of course. 
BAT is but one example and others indeed 
abound in the world economy, like ABB, 
Siemens, General Electric. Ford or CJcneral 
Motors. While their business objectives are 
similar, their strategies may vary. And thirdly, 
the present article attempts to off ct for debate 
ripostes to (global) capital, largely 
summarising the thinking that is current in 
some international workers unions 


themselves in a developing stage. For, it is 
the workers first and last who actually 
experience capital. 

MNCs, East and West 

The engines that are driving the 
globalisation process are the multinational 
corporations. ’hicMNC is the mo.st advanced 
form of the organisation of capital today. 
This is in keeping with the very logic of 
capital itself Any individual unit/ 
organisation of capital has the power within 
it to grow, expand and become a multinational 
capital. The history of any MNC bears this 
out. The history of the MNCs also bears out 
the fact that an MNC can originate in any 
nation. However in the discourse on 
multinational capital, it is always assumed 
that an MNC is a western animal. However 
this is far from correct, and among the most 
dynamic multinational companies present 
today the Asian multinationals also have 
their pride of place. Moreover, the latter's 
pre.scnce cun be witnessed in the most 
advanced sectors of global production. 

Another implicit assumption as regards 
the MNCs is that capital flows from west 
to east. However the reverse is also true. To 
give a few examples. Hyundai, the Korean 
multinational is setting up aonc billion pound 
semi-conductor plant in Scotland {The 
Economic Times (FT) October 10, 1996). 
The second phase of investment is understood 
to bring into Scotland another 1.4 billion 
pounds. There are presently more than 20 
Korean companies (read multinationals) 
manufacturing in Britain, apart from the fact 
that the largest Korean investments arc in 
the EuropeanUnion. While in 1992. the total 
Korean investments were around .30 million 
pounds, in 1994, the total investments 
including that of Hyundai and its rivals, the 
Samsung group and LG group total .3.1 billion 
pounds lEJ, October 10, 1996)! These 
companies put together have cretted more 
than 10,(X)OjobsinScotland. Another Korean 
multinational Daewoo has in vested I. S billion 
dollars (in the process buying up a leading 
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fMnfc e<^uy) in Pr«K;« to make 
olKOmk^M^TlMwlBveitnMWaKHkefy 
locmNt nwre than 5,000 jobi. By buying 
up the French company, Thornton 
Multiinedia,DaewooenKrgpdaatheworid'( 
Mggeit teievition maker. According to the 
buthieu preii, “Daewoo's deal it the liaest 
in a series of massive South Korean 
investmenuinEurope designed to get behind 
the European trade barriers and move closer 
to consumen (fiT, October 17, 1996). 

These strotegiet teem but a part of a larger 
plan of eastern multinttionait to globalise, 
a strategy that includes competition among 
Asian multinationals themselves: a 
’Phenomenon that was till recently a 
characterishconfy of western multinationals. 
Thus, Hyundai Motors’ six billion dollar 
global investment plan is aimed at making 
the company a top-10 global player and 
break its reliance on Japanese know-how as 
well as compete with Japanese capital. 
According to commentators, Hyundai now 
has an economy of size and is now ready 
forlobalcompetition(CT', October!?, 1996). 
It is noteworthy that in keeping with this 
trend, several Indian companies are also in 
theprocessof becoming multinationals ready 
examples being Dabur, United Breweries, 
Cipla, Shalimar Paints, Ajanta Pharma, etc. 
These companies either have set up joint 
ventures abroad or/and set up manufacturing 
plants on their own. Cipla which has moved 
up the rankings to be the number 2 pharma 
company in India is continuing its 
globalisation dri ve. The company hasmtered 
intoametnorandumofundersianding(MOU) 
with Helio Pharma an Egyptian company by 
which Cipla will provide technical know, 
how on a toy ally basis for products in cardiac, 
anti-asthma, opthalmology and other areas. 
Cipla will use the marketing network of 
Helio Pharma to push its products in Egypt 
and in due course also service other markets 
in west Asia and Africa” (ET, Augu.st 30, 
1996). This joint venture is the third 
signed by Cipla in the recent past. Accord¬ 
ing to the business press. Cipla has also 
entered into a marketing arrangement with 
a large Canadian generics producer. Novo 
Pharm, and a similar tie-up with Med Pro, 
a South African company. These ventures 
which could lead to manufacturing acti¬ 
vities in the future arc in addition to the 
production joint venture the company has 
set up in China. 

DatHir is currently in a joint venture with 
the Israel-based ftmd company Oiem by 
which n *iur can have access to the entire 
product range of Osem and can introduce 
any of its produett in IndiaCnoi withstanding 
the fact that the Swiss roultinMional Nestle 
has acquired 40-per cent stake in Osem). 
According to a report the joint venture will 
have its own independent distribution 
network and Dabur'i existing portfolio of 
food products will be sold through this 


networb. fipbiir Is also In a Joint verdiife 
with BooBnin S A of Prance to nudK cheese, 
with a leading US based Pharma firm 
Sepracor Inc to raamifacture Paclitaxel, an 
anti-cancer drag in Canada. Dabur is one of 
the msny Indian companies that have floated 
or are in the proceu of floating Global 
Depository Receipts(ODR), the funds which 
will be vuei to invest in joint ventures 
abroad, toexpand,tomodernueand upgrade 
iu existing capacities as well as new 
acquisitioiu, expand its distribution net- 
vorti, tic. 

Another company Shalimar Paints of the 
Jindal group is actively planning setting up 
wholly owned subsidiaries in Myanmar 
(Burma) and Vietnam which will thus mark 
its entry into overseas operations. These 
investments are for setting up architectural 
and industrial coating manufacturing 
companies ((ET, March II, 1996). Indian 
Pharma companies are reportedly making 
headway inCambodiaand Vietnam.anotabie 
Indian company being Dr Reddy's 
Laboratories. In the process, Indian 
companies face competition from western 
multinationals like Novartis (previously 
Cioa-Geigy), Rbone-Pouleoc, which have 
already or are setting up manufacturing 
facilities in Vietnam. Notwithstanding the 
same, Indian companies are reportedly 
leading the race and according to a recent 
research report of Baring Securities ‘Indian 
Pharmaceutical companies are poised to 
challenge largedrug multi-Mtionals in many 
parts of the world (ET, March 12,1996). The 
Table gi veaM idea of the Bcti villa of Indian 
companiu atetiad. The number of Indian 
joint ventura and subtkiiatia abroad as in 
February 1996 stood thus. 

The exampla cited dcmtinstrale the 
fact that gloti^isalion of capital is a truly 
global phenomeilM with capitals moving 
all over the place. It also substantiates the 
point made earlier that any individual 
organisation of capital, in the present 
historical phase of capital and its accu¬ 
mulation, hu the potential of emerging as 
an advanced unit of capital, that is the 
multinatioital form. The process of globali¬ 
sation of capital impoftamly. includa the 
muliinaiionalisation of capital with com¬ 
panies irrapeclive of national origins 


becoming global corporations transcending 
their mother nations - thus a supranational 
phenomenon. This is best iHuitrated by the 
German company Merceda Benz. This 
company is an example of the emergent 
international division of labour out to 
transform business as we know it. 

According to the strategy of global 
sourcing, considered by Merc^s Benz to 
be the strategy of the future, assembly plants 
are located in regions where the market grows 
the fastat. Consequently, Mercedes is 
locating its plants in Latin America and in 
the Phillipina, Malaysia. Indonesia, India, 
Thailand and Vietnam. “It is setting up 
compile production facilities which will 
supply specific typa of cars to markets 
which will drive them” [Shankv 1997]. Not 
only that. According to the report “Mercedes 
is not just making cars for the whole world 
all over the world, but the parts it needs to 
do this also come from all over the world. 
The 12,000 workers who assemble 1,800 
can every day are the children of a new 
international division of labour” [Shankar 
1997], In this arrangement the number of 
parts in a car are reduced, the company's 
own plants produce 40 per cent of the car, 
the central dements which include the engine, 
the gear box, the axtes, the car body itaelf 
- everything else it supplied from outside. 
Thus, “cable harnessa come from Austria, 
Bulgaria, etc, France and Japvi supply the 
heating and air comhlioning, Italy maka air 
ducts, wood for the interior is made in 
Rumania and Canada, circuit bnanls come 
from Malaysia and Phillipines, seat coven 
from the Czech republic while the natural 
fibres come from south-east Europe and 
Brazil... If the world begins to see more and 
more of such factories, one wonders svfaat 
will happen to territorial ambiiionsof nations” 
[Shankar I997[. 

Globalisation of capital which therefo re 
means and includes globalisation of 
production shows promising tend e ncia rrf 
and towards creation of factory jobs the 
world over encompasing sex, race and skill 
especially in non-wesieni locietiei. This is 
actually leading to large scale job lossa in 
western societies, cheapidmurbeingaiiugor 
reason why compania relocate or set up 
thdr new production fadlitia in the second 
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Dec 31.1990 Dec .11.1994 

Per cent 
Change 

In 

Operation 

Under 

ImplemeMaiian 

Bm Asia 

67 

1.13 

98.5 

6.1 

TO 

West Asia 

20 

71 

255.0 

20 

51 

SoMh Asia 

Jl 

72 

132.3 

25 

47 

Africa 

35 

45 

28.6 

28 

17 

Earope 

45 

145 

222 2 

25 

120 

America 

II 

47 

120.0 

12 

35 

Oceania 

3 

II 

1200 

4 

7 

Total 

214 

324 

144.8 

117 

347 
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aodlhetUfd world. Thbdevelaiiaie^ 
pouibiliiiet for cmtioo of induitrial 
work fbicef for the first time in the newly 
industrialising societies. As Jaiius Bamyi 
observes “In the iast fmv years there has been 
a shift in the global capital from OECD to 
east Asia. The weight global capital was 
concentrated in the OBCD prior to this. 
Estimates suggest that 55 per cent of the 
growth in world output over the next lew 
years will take place in east Asia. The battle 
for global capital is goiirg to be fought 
between the OECD and the east and the 
south east Asian countries. This states the 
impcMtance of the Asia-Pacific region. And 
this is what makes these exciting times for 
those of us in this part of the world" [Baiuji 
1994). Banaji further observes that 
globalisation sets the context for an 
international wotkingclass movement. 1 will 
be returning to this point subsequently. 

Food and Agso-Baseo Industky 

So much for a short discussion on globa¬ 
lisation of capital, in general. It is pertinem 
to briefly survey the globalisation process 
that is taking place in the foods and agro- 
based industry worldwide including tobacco 
(henceforth, food and allied industry). This 
survey could also serve as a context within 
a context (general globalisation being the 
larger context) for the analysis and 
u n de r s tan d i ng of a multinational, BAT, and 
its IndianaffiliatelTC which itself is actively 
pursuing the business objective of becoming 
an ‘Indian multinational'. 

Globalisation in the food and allied inchistiy 
has been accentuated by some overall 
governing features in the homelands of most 
global majors in this industry in Europe and 
America. These features include low 
ecoootnic growth or stagnation, stabilisation 
of population, saturation of markets, etc, 
whicfa resulted in recession. To combat these 
tendencies as well as to establish their 
presence in the new emerging markett of 
Asia. Latin America, the erstwhile SoviM 
Unioo and its satellite countries, the MNCs 
set in motion massive strategies of what has 
been termed external and internal restructur¬ 
ing of their business. External restructuring 
has involved a shi ft away from (fi versification 
to core activities in which the companies 
concerned have core competencies, and 
expansion in these businesses worldwide. It 
also involves defending their market shares 
in their existing markets. This has made for 
iniernal restructuring which meant and 
inchides a review of production strategies 
and locations, a review of production 
practices, shift pmtems, manning levels, and 
reduction of costs in all areas. Internal 
restructuring it with the objective of 
becoming ‘lowest cost producers’, to make 
nseof new management iechniquet(exampie 
TQM. JIT, etc), to raise efficiaicy 
effectivcoeuofthecompaniet[ElshofI994]. 
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The two Rttmctitfiiig p toce ii et have M 
targeanducdonofenvloyeestieaglfaby 10 
per cent and reduction in the number trf 
production phum by 15 per cent 
‘nms, observen of this indusoy like null 
Elshofpredict that with companies divestiqg 
themselves of non-core tosinesses and 
consolirhuing their positiotu in their cote 
businesses by expansion and through 
acquisitions and merger s (A and M), the 
worldisgoing to witness in the coming yean 
significant concentration of capital in the 
iiKhistry. A few multinatioruls ate said to 
dominate the world food Industry, for 
example. Nestle, Kellog and Unilever. 
Kellog’s busineu strategy, for exmnple, 
consisted of plam closuret and retrenchments 
in the US, Europe and Australia resulting 
in the eliminatioa of mote than 2,500jobs, 
pre-tax savings of about 100 million dolian 
per year in the US alone, and efficiency 
improvements in the existing plants. The 
management reasons for these above 
measures have been that there was 
overcapadty.sluggish demand and shrinking 
market shares. While these measures are 
what has been termed as‘defensive strategy', 
Kellog’s ‘offensive strmegy‘ has involved 
construction of new production plants in 
Latvia, India, China and Argentina as well 
as acquisition of a manufacturing plant in 
South Korea. The latter acquisition for 
instance has enabled Kellog to capture 65 
per cent of the South koiean market [Elshof 
19%). Similarly, Unilever is also, in mqjor 
restructuring exoerdses, disposing of noncote 
businesses and strengthening its core 
businesses that include foods, soaps, 
detergents and personal products, and 
speciality chemicals. However even 
speciality chemicals has been divested this 
year as it is now considered by the company 
as noncote! This means and forbodes greater 
concentration of Unilever in foods, and in 
soaps and detergents, globally. 

The global food industry is thus passing 
through a frenetic pace of restructuring, the 
result of which would mean fewer, larger 
and leaner multituttional corporations left in 
the field and intense rivalry among 
themaelvesformatkelshates across the globe. 
Smaller firms though they would exist would 
be increasingly subordinated to these global 
majon who would have various strategic 
relationships with the former like 
subcontracting, buy-back arrangemenu, etc. 

An equally important devetopmeni as regards 
productt made by the global nugors is that 
they are being made for the whole globe; 
thus'global positioning of productt. By 
aggreuive global marketing strst^ies these 
companies are popularising common br anis 
on a world sct^ for example. Pepsi, Coca- 
Cola. Brooke Bond, Nescafe. Kit-Km, WalU 
ice cremn, Cerelac. etc. Brand building has 
taken on gigantic propoitions with event 
comapany going in for massive spending on 


advettiiins ipftMM^ 

•ad managemeol (wMeli toeir kai bademe 
an industry like the adveitlaiii| iadnitiy), 
domination of electraoic madia and so on. 
Mon inqwttantly by aseans of htibnaation 
technology, vast disirlbiitiOB netwoika are 
Hnbad to the corporate oflfeea of Iheaecom- 
panics which monitor the actual movement 
of productt on the shelves. So much so that 
at any given time the head office will know 
what exactly is the stock position of the 
company’s brands at various outlets, what 
is the projected demand say for a week or 
amof^elc. This infonnaticn in turn it fed 
imotheproduction system which incieaiingiy 
is becoming a flexitte production system 
turning out products just-in-time (JIT). 

These tendencies are found in full measure 
in the tobacco industry which as meiuioned 
earlier forms a part of the larger agro-based 
inrhistry worldwide, like foods. The global 
tobacco majon, like food companies, are 
integtatedforward and back ward in thechain 
^ofopeiationsthatoommenoes in many cases 
ingrowing tobaccoonwards to its processing 
and culmiiwiing in the final production of 
tobacco productt, the well known being 
cigarettes. A few leading tobacco compoiies 
alsocoftibine foods business in theirpottfolio 
(like Phillip Morris) and who are actually 
diversifying in a big way in the direction of 
foods. In India. B AT-ITC is a noted example 
whicli is being the focus of the presem arti^. 

A brief survey of developments in the tobacco 
inrlustry worldwide is therefore pertinent 
which is the context in which BATs and 
rrC’s strategies have to be located. 

The tobacco industry, unlike foods, is 
curremiy i n the throes of an increasing ptiblk 
(grinton which cotisidefs the industry to be 
a menace to good health. The antagonists 
who include powerful opinion making groups 
cite growing medical evidence which point 
to strong links between cigarette smoking 
and a host of terminal diseases including 
lung cancer. Moreover, the companies’ 
marketing focus on young persons has also 
come under severe attack. Currently in many 
states in the US, tobacco firiiis face law suits 
from apparently tuand-loyal consumers who 
claim that striding a particular brand for 
particular lengths of time has resulted in 
cancer. They also claim that the compmies 
did not warn the consumers of the addictive 
power of nicotine, a key ingredient in 
cigarettes, though the companies had 
knowledge of the same and so h^ supressed 
it.’ The growing public hostility, a feature 
confined to western society largely as of 
now, has howeva had negligible impact on 
sales and profits of c iga rette s . For exiwiple. 
in 1996, BAT the woM’s biggest piivalely 
owned cigarette manufacturer reported 
an 18 per com incteaae in sales boosting 
ptofittbyS4peroeatlol.2S6biUioiipoandB. 
The oompariy now claims a 12.4 per cent 
share of the world market and is highly 
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ai a whole it faced with blM pnMpectt in 
thekmflenninititnditiaiial mariMti, maiiity 
in Europe and America. Indeed the tobacco 
cooqwnies teem to be aware ofthii scenario 
and are drawing op appropriate itrategiei. 
Thii it one significant reason for the 
compaiuk k making their aggressive push into 
the new emerging markets. As trade barrien 
relax in the latter's economies, the MNCs 
are gearing up for competition to emerge as 
market leadm. As of now itself in one 
matkel that is China, BATalone is reportedly 
making 200 to 300 million pounds annually 
in sales considered that so far only 4 per cent 
of cigarettes sold in China are foreign made 
fibid]. In short, “certainly there is no global 
shortage of consumers, numy of whom are 
becoming available to western companies 
for the first time" [ibid]. As Butler observes 
"This interest inoverseas markets is not new, 
but it is only now that the pay-offs and their 
implications are becoming apparent as the 
multinationals report profits from the 
developing world beginning to rival their 
traditional bases" [ibid]. 

BAT'S Global Strategy 

ItisinthecontcxtofihesaiuniedinKliiitMial 
markets and the uncettatntieslhetein.coupled 
with or perhaps more importantly the 
emerging business opportunities in tiK rest 
of the world, that BATs strategies have to 
be located. Indeed, BAT is not alone in this 
process but faces cut-throat competition from 
its traditional rivals like Phillip Morris and 
R J Reynolds who are also displaying the 
tame business drive. BATs global strategy 
has been concisely sumn J up by one of 
its senior global marketing managers thus 
“BAT wants to be like Coca-Cola. 
Globalisation is a trend, and a consumer 
shouldbe able tofind BATsbrands wherever 
he goes” [Penteodo 19%]. This objective 
finds its methodology in profligate event 
sponsorships, advertising, and importantly, 
producing nearer the markets. Select brands 
conforming to global standards, considered 
'international brands' are thereby promoted 
in all the miiior markets. It is the saim.* 
strategy that governs BATs operations in 
India as it does in other markets including 
the Cxech republic, Germany. Russia, 
Ukraine, Poland and Pakistan. In good liitK, 
BAT wanu to extend the strategy to the US 
loo where it curremly trails behind its rival 
Phillip Morris. 

As part of this global strategy, BAT is 
keen to promote its international brands in 
India. Like the ca;e worldwide the 
competiton of BAT too appear keen to fight 
for the vast Indian market. The route that 
toiypieally taken bythem are the joint venture 


Por example, the UK bated dgarclie nuM 

Rothmans of Pan MiA haa entered Mo a 
joint venture agreement with Sar^y Dalmia 
owned GTC to maraifactuie and market the 
world lenrnraedbrandscrfRolhiiians in Indu 
(repottedin£!nmrasdc7inef,)uiie 17,199S). 
Likeinalljoint ventures oflndiancoaipwites 
with foreign fir ms th e present agreement it 
said to be^t GTC in that it enables the 
congNmy to moveinio the'premium'segment 
in the cigarettes market in India, Rothmans 
and Pall Mall being world famous brands. 
The second example reported is that of R 
J Reynolds which is teaming up with another 
Indian company NTC to make and sell iu 
camel brandin India besides sourcing it from 
India for the south east Asian and Russian 
markets. Not to be outdone. BATs keenest 
competitor in the global markets, Phillip 
Morris, which already owns a 36 per cent 
Slake in the Modi-owned Godfrey Phillips 
Indiaand which earlier was denied permission 
by the Indian government to set up a wholly- 
owned cigarette company, has managed to 
enter India, it has done this making agro- 
based food processing as its 'principal 
business' while its tobacco business in all 
likelihood is implicit in “other products of 
its applicants and affiliates” which it proposes 
to make. As was reported “Phillip Morris 
is all set to enter the Indian cigarette market 
through the back door” (£T. September 22, 

19%). The multinational has set up a wholly 
owned subsidiary unit in India forthe purpose 
and besides food processing, also appears 
tobe preparing forlaunchof its world famous 
cigarette brands that include Marlboro, 
Virginia Slims, Players. Basic. Alpine. 
Cambndge, Bristol, etc. The Indian mrrtet. 
consequently, is likely to witness cigarette 
wars like the cola wars. 

The focus of BATs business in India is 
tobacco, and financial sen'ices. these being 
its core businesses worldwide (for the 
purposes of this attrcle financial services are 
not considered). Towards this end its 
strategies consist of floating a wholly owned 
Indian subsidiary beside,s having an active 
business relationship with its Indian affiliates 
ITC and VST (as in February 1997 the 
proposal for a wholly owned subsidiary is 
awaiting clearance for the foreign investments 
promotion board - FIPB). BAT hat already 
commenced structuring the proposed 
subsidiary which include staffing its senior 
managemem positions with a managemeM 
team comprising managers who have had 
global experience. Accotding to business 
press, “BAT has earmarked investments 
worth 200 million dollars through this 
Indian openlioiu“(£T.Pebniary 16.19%). 
According to the report, on top of the list 
of priorities for the management team of this 
subsidiaiy. ate launching of BAT brands in 
India. The latterinclude two of its topbrands 
State Expteu, 5SS and Benson and Hedges 


along with a mkl-aM>M kint ite tNBMt 
John Player Gold hut. The odier biandi 
s ch edul ed to be launched is Loeicy Suite. 
While the wholly owned subsidiary is ibe 
vehicle channeliring BATs brands in India, 
the production and marketinf is Ihtougb 
joint venture with rrc and VST. To dale its 
still not dear at to what exactly BATs 
decision it in tint regard (that it aelectmg 
a joint venture partner). TMt mde d tio n of 
BAT has much to do with the complex 
relationship it has had with ITC, the latter 
being a reluctant partner at best and a rival 
at worst having its own global ambitions. 
TWsdimension would becxplicaiedatlen^ 
subsequently. An attempt would be made to 
portray the complexity and heterogeneity 
that characterises the relationship between 
a multinational and its subsithary. 

The initiai strategy of BAT in India as 
regards a vehicle for its Indian operations 
was, and apparently still is, the attempt to 
secure decisive control of rrc. BAT attemp¬ 
ted todo this by hiking its equity shareholding 
toSI per cent in order to secure controlling 
imerest. Alternately, in December 199S- 
Jamiary 19% since it had around 34 percent 
shateh^ng, a successful attempt at securing 
S per cettt mote could have plaired it higher 
than the Indian fituncial instiiuiioiu whose 
shareholding stood at 38 per ceiN. Thus the 
equity mop-upand consequent strengthemng 
of its presence on the board of ITC could 
have made nuiters easy for BAT. This 
stratqty code nruned ‘Option Thart’ was 
put into operation around 1994and BAThad 
reportedly allocaied I billion dollars as the 
investment. However, the plan ran into very 
rough weather following the dissent expres¬ 
sed by a section of ITC's lop management 
resisting BATs move to convert FTC into 
a full fledged subsidiary. This sectian went 
in for a no-holds-barrcd coafraniation with 
BAT propounding in the process, a vision 
of rrc as an Indian multinaliotud, obviously 
having overtones of corporate nationalitm. 
This was a novelty incorporate India which 
led to the matter remaining for long in a stare 
of flux, it creMed ap p ar e n tly chasrm within 
the ITC. called into play the role of 
bureaucracy apart from of course the financial 
institutions who as shaieholdets tended to 
go along with the vinon of the c or p o ra re 
patrioit. A bitter battle ensued in the board 
room, in the business media and outsidewMi 
both sides hurling allegations at one another. 
It is not necessary to describe diis episode 
in greater detail presently. The omoonre 
however has been that t he I ca d hig oppone nts 
of BAT within ITC find themselves b e hin d 
bsrsandthciriiie nag eti a lciedibiMtysnlleriag 
severe erosion at they have aliegediy 
com mi ied tn e lp r arti rwandsreawa rt iagttieL 

BAT however seems 10 have feaKaed fire 
hazard of putting all eggs in one baafcct. ao 
to apeak, eqredally in the iftwiwah of ha 
wratqde «ilk its afliliare ITC. OenaeqiBanrty 
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. ft iMi ifttM, tniiMd its sights on ■oo(h«r 
sifiliate OMipany the Hyderabad bated VST 
(Vazhr Sultan Tobacco) in which too it is the 
single largest shareholder. Unlike in ITC. it 
has not faced opposition from any section 
of stake holders or management. This does 
not mean however that it has abandoned 
businc!!.s relationship with fTC. The proposed 
joint venture by which ITC will manufacture 
bat's international brands for BAT still 
stands. But it is here precisely tiiat BATs 
teneuous telationship with ITC once again 
comes into prominence. ITC apprehends a 
serious threat to its own top brands as a 
consequence of BAT positioning its brands 
alongside those of ITC in the maikei through 
the proposed joint venture. Senior ITC 
managers reportedly hold the view that BAT 
could channelise its brands through ITC 
itself rather than through a seperate joint 
venture (ET, December 6, 1996). This 
argument has however not found favour 
with the FIPB before whom this 
representation was made since the BAT 
proposal for the joint venture has been 
recorded in the minutes of an ITC board 
meeting. However ITC has reason to be 
concerned because it would only make 
matters worse for it as its premium brands 
- Oassic, India Kings, etc - would then have 
to compete not only with the joint venture 
company which would be a seperate entity 
but dso with the likes of Phillip Morris’s 
Marlboro and RJ Reynolds's Winston brand. 
The rrc officials have reason therefore to 
worry that this devclopinem can affect the 
growth of ITC in the ptemium segment where 
value addition is maximum. Therefore “the 
joint venture is the latest aspect of the straggle 
between the Indian toba^ major and its 
single largest British shareholder. (£T, 
December 16,1996). At VSThowever, BAT 
faces no such problems and there have been 
tepoits of VCT beinc .w*lected as venture 
partner (£T, Decembt' r2, 1996). Thus we 
find auniquecaieof a(Brjtish) multinational 
which dnires controlling interest in its 
(Indian) affiliate in pursuit of its global 
business struegy, and the Indian affiliate has 
global strategies of its own, wanting to go 
about them independently and consequently 
resisting iu imperial parent. The business 
strategies of ITC thus logically become our 
focus at this stage. 

ITC: Business Strategy and 
Labour Process 

fTC which is one of India's oldest and 
biggest companies, traditionally operated in 
the business sector of tobacco and cigarettes 
in which it is market leader in India. In a 
steady tfiversificaiion it forayed into hotels, 
paper and paper board, packaging and 
priming, hybrid seeds and edible oils, 
inienuiioiiai business, and financial servioei 
In a bid to emerge as a congiometMe, it 
diversified into uotclaled areas like power 


ftftwn i M oo •VM wUle empbasliiag (hat lli 
cote business is tobacco. The current 
reanuctuting phase which began around the 
1990s witnessed ITC making massive 
investments in agri-business. This included 
setting up a seed processing plant, and edible 
oils plant one in Andhra PriKiesh (which has 
since been commissioned) and another in 
Rajasthan. However, the agri-business 
venture has not proved to be profitable leading 
the company deciding not to make fresh 
investments in this area. The company 
devised, and apparently intends going ahead 
in its food processing venture with plans for 
a vegmable processing and frozen foods 
factory in Karnataka. The other related 
investments have been in aqua culture apart 
from ventures in financi^ services and 
international trading. The recent corporate 
stance as evident in the 1996 annual general 
meeting (ACM) has been the strategic 
imention to continue the focus on the tobacco 
business whose timiover has increased by 
22 per cent and which contributes the largest 
in terms of sales and profits; in short the 
predominant business. In the present article 
we will therefore be exclusively concerned 
with this business. 

In the present national and international 
business scenario i n the tobacco and cigarette 
sector, ITC finds itself facing the following 
challenges, viz, competition from BATs 
brands both in the domestic market and 
overseas, competition from other multi¬ 
nationals entering India as well as overseas, 
domestic competition from companies like 
VST, GTC, Godfrey Phillips coupled with 
the challet^ that ITC has set itself - to 
achieve global status as an international 
manufacturer and marketer of cigarettes 
conforming to global standards. The objective 
of becoming an Indian multinational is 
how the company has understood the 
theme and process of globalisation, an 
undentanding which it wants to translate 
into practice by a host of aggressive 
production and marketing strategies which 
would be narrated shortly. As regards the 
quantum of production, its intention is to 
increase cigarette manufacturing capacity 
from the present 33.79 billion sticks per 
annum to 116.09 billton sticks per annum. 

In July 1996 it had applied to the Indian 
government for permission to increase its 
licensed capacity by 113 per cent. The total 
investment requiml for this expansion is 
estimated to be Rs 400 crore. 

The company'spresem policy istoupgrade 
the existing factories, build on ultra-modern 
factory at Bangalore, and in all the factories 
give topmost priority toincreasing production 
and productivity. 1710 factories at Bangalore ^ 
and Saharanpur have especially been chosen 
for this expansion. The two plants whose 
licensed capacity presently is 19 billion sticks 
and 13.7 billion sticks peranmim respectively 
is propo s ed to be increased to 60 billion 
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raipectively. The piitined lowilIjilW.fbr 
Saharanpur plant Ik Ra 135 cron Tor 
Bangalore factoiy it is Rs 300 cron. These 
areapan from on^nglnvesttnenti.Flirther- 
inoie, themodermsalionandexpefliiopplliu 
of ITC plants in general is estimated to cost 
anotherRs600crore. Theseolijectivesunder- 
go their crucial lest on theshopfloor and this 
is whae labour and unions come in. 

Constant technological change with 
technology being harnessed to business 
purpose has almost become an article of faith 
at ITC. Driven by sheer business realities 
rrc management seems to have become 
technology consciouslike never before. New 
technology induction which is clearly going 
to be mote frequent from now on includes 
automation and consequent work 
reorganisation. This invariably leads to. in 
fact already has led to, significant surplusage 
of the work force, redeployment, chuges in 
manning levels, shift patterns, increased 
machine speeds, continuous production, etc 
- a ki nd of intensi ficat ion of every production 
facility. The long term agreements (LTA) 
the company has signed with the unions at 
its various plants in India seem to provide 
significant scope and flexibility for manage¬ 
ment in the organisation and reorganisation 
of the work process. Though as of now there 
are no serious threats to job security, the 
scenario for labour is inde^ complex in the 
sense there is an increasing possibility of 
workers becoming appendages or adjuncts 
to tnachtnety and hence dispensable. 

It also depends on how one looks at a 
question of job loss. It cannot be denied that 
a massive input of new technology at one 
plant and all of it in one time results in job 
loss. Historical experience at ITC bears this 
out. In the early 1980s the company 
automated its leaf tobacco plant in Andhra 
Pradesh. The plant which processes tobacco 
leaf and sends the tobacco so processed to 
the cigarette plants has a mqjor operation 
which is seperating the tobacco leaf f^rom the 
stem which involves cutting, etc. Priorto the 
1980s, this task was being undertaken by 
manual labour predominantly by women 
employed on a la^e scale. With this operation 
getting automated, thousands of women who 
had defined their working lives by this task 
that they performed, lost their mear» of 
liveliho^. Given the fact that a majority of 
these workers were also dalits and hence 
abysmally low in the socio-economic 
hierarchy made marten only worse for them. 

Another interesting feature is that many 
of the rrc plants are located in interior and 
backward regions. These regions are also 
what can be called one-factoiy areas, the 
only factory there being ITC. It is perhaps 
a deliberate strategy on the part of ITC 
historically to locate factories thus though 
‘rational* reasons could nevertheless be 
advanced. Location of ptimU in such areas 
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it • fMbre eofflmon to mott buiinett 
diviriont of dw company. Bxamplet: leaf 
tobacco plant (CSiinda. Andhra Piadeih), 
dittetteplanit (Sahtfanpur, Mimfer), paper 
and paper boards plant (Bhadrachalam, 
Andhra Ptadeth), seeds inocetting plant 
(Kurnool. AP), edible oils plant 
(Mantralayan, AP). It it of course highly 
commendable for ITC to tout social 
consciousness in locating plants in backward 
areas. Doubtless, the area concerned might 
benefit overall but the dangen for labour 
working for ITC in those locations is ever 
present. Having no other viable livelihood 
alternatives, workers though ‘free’ in the 
economic and legal sense do not have 
substantial bargaining power. 

The loss of bargaining power and hence 
capitulation to managerial strategics arises 
for labour in two ways and in two contexts. 
On greenfield sites, the work forces who for 
the most part are first generation factory 
workers a^ have no exposure to industrial 
culture including trade unionism, come under 
the unilateral power of managements. They 
are typically employed on daily wage basis 
(the wage patently bring low), havenounions 
in a meaningful sense, do not ha ve the benefits 
that are usually available to organised labour 
(including ITC organised labour) and can be 
easily hired and fired. In addition, contract 
labour is also employed in considerable 
numbers. Overall, it is a highly irregular 
work force that is employed in such locations. 
In this situation, the management’s thrust on 
higher and higher productivity with 
progressive automation can easily be realised. 

The other sitiution is where the plant 
concerned is quite old having been located 
in an interior area quite long ago, which has 
a regular work force, which has a union in 
the conventional sense in which collective 
bargaining does take place and a system of 
industrial relations does exist. Even hete 
however management has the upper hand 
' over the 'labour process' because teing one 
factory area, the union cannot fight beyond 
a certain point without risking closure of the 
plant. 

At the Calcutta plant of ITC. the manage- 
ment’s apparently long term plan of 
rationalisation/modernisation which 
commenced at the turn of the 1990s resulted 
in job loss. In September 1992 the company 
introduced a voluntary retirement scheme 
(VRS) by which the work force fell from 
73S to 464. This can be directly traced to 
the rationalisation that occurred at this time 
which resulted in techiwlogical upgradation. 
The LTA signed in 1993 between the 
management and the union cotMain explicit 
production uufets. The management sited 
the need for the company to be competitive 
on all fronts, global competition fast 
beconring a reality. 1993 onwards, as per the 
agreement, worken wereenjoined to produce 
16 mHHon iliekt per day and move up steadily 


to 18 million ther eaft er. This was in 1993. 
Given the fact that in 1996the average daily 
production as of now is 20 million slicks per 
day is testimony to tbeeffectiveneuorrrC’s 
managnial strategiesi 

This was possibledue to twomain reaspiir 
(a)Introduction of sophisticated tedmoiogy, 
arid (b) workers and unions positively 
responding to the same. An earlier attempt 
in 1997 to introduce new technology 
apparently met with resistance from the union 
and was not therefore a success. Presently 
however, as admitted by both numagemem 
and union (in interviews conducted with 
shop floor managers and unions by the 
author), workers and union seemed to have 
responded positively to management. The 
management put before the union the demand 
that viability of CalcuUa plant as compared 
to rrC's plants elsewhere was vital given 
the fact that Calcutta plant was producing 
the lowest (the Bangalore factory on the 
other hand produces 60 million sticks per 
day). Viability therefore meant for the 
management mote and more production in 
the Calcutta plant which naturally is also the 
demand that they have been making at other 
plants too. The policy thus seems to pit one 
factory against the other and make work 
forces in all the plants compete with one 
another to give mote production. 

Secondly, the management at C^alcutta 
plant also succeeded in pushing through a 
3S0 working days per year settlement with 
the union. This enables management to run 
the plant continously round the year, workers 
getting their weekly off on a staggered basis 
and not all on a particular day. Here again 
unit viability was the reason sited by the 
management, the union agreeing to the sarrte. 
For the union, there were other reasons too. 
Namely, the agreement made possible, the 
recruitment of 110 workers into the work 
force (though one feels that the management 
would have recniitcd them anyway), the 
earnings of individual workers went up on 
an average by Rs 250. festival leave was 
increased by one day. one more increment, 
etc. Presently the management appean iment 
on introducing this concept at other plants 
too - Saharanpur, Monger, Bangalore. 

At the Bangalore plant, the management 
at least from 1987, has been showing a 
keenness on enhatKing productivity via the 
route of modernisation. In 1997, after the 
CITU leadership took over the union, 
management refused to negotiate with the 
union “unless it accepted the management 
chatter of demands on modemisation which 
included closing down the commercial 
department as a result of computerisation 
m^ing 40 clerks redundant. Following a 97 
per cent aflirmation in a secret strike balloi, 
the worken went on a four>mon(h strike in 
1987-88 refusing to accept the mana gement's 
charter” (Bangji 1994:16]. After the strike 
too, there were industrial relations p robl ema 


relaiad to work process with maiuigemetu 
reducing manning levels, dismantling 
machinery, duaghit shift patterns as well 
■sefflKtingdaniffiofpaftkniiardepaitinenis. 
One such department, the machine 
devetopment unit was proposed to be closed 
downon theground that impon liberalisation 
policy of the government had made the unit 
uimecessaiy. At first they wanted to retrench 
35 technical workers made redundant by this 
closure through a VRS. The union was 
however able to persuade management to 
retrain these workers as openoors. 

In 1991, I2S workers were recruited and 
in 1994, there was a VR.S by which 128 
workers left service. In 1993 the factory 
underwem expansion and 100 workers were 
recruited in the general category (the presem 
strength being around 1.800). it appears that 
in every phase of expansion there is actually 
some recruitment being made which goes a 
lot to speak about the union’s apparently 
firm stand that more workers are needed for 
more production. But what could be ihe 
future trend? The union’s perception is that 
technology induction might lead to some 
retrenchmenr but then tfemand for more 
production is also there. In faa managemeru 
may be actually interested in retaining 
employees especially the skilled workers. 
The company has sent many technicians 
abroad for training with the firms supplying 
machinery. The company would defmitely 
not like its competitors grabbing these 
employees were they made to quit their 
present employment! 

Another example is that of the other BAT 
afftliaie VSTs plant at Hyderabad. Suic« the 
commencement of the 1990s, there have 
been two VRS schemes; the first scheme 
introduced in 1990 accompanied some 
technological change while the second 
scheme introduced in 1994 can, accordiog 
to unionists, be directly attributed to 
modernisation. Both the schoncs put together 
claimed around 430 jobs. Like at the fTC's 
leaf tobacco factory cited earlier, VST too 
is believed to have employed many women 
workers in tobacco leaf processing who lost 
their jobs after the unit was shut-down. At 
VST too, mostly by the 1994 technological 
change, automatic machines have replaced 
manually operated machines thus increasing 
machine speeds by 100 per cent: the wrapping 
operation speeds have increased from 180 
boxes per minute to 250. man-machine ratio 
IS likely to be reduced in the near future from 
11 workers per machine to seven workers, 
etc. apart from other changes. Management 
is believediobecontemplating another VRS 
at it wants to reduce manpower. 

Oi a surface reading of the labour prooesss 
at ITC plants, there does not seem to be a 
direct threat to yobs on a large scale, as of 
now. The point is that labour is in for rmro 
complicated industnal relations timet. The 
ittue It more of re-deploymeat ic-irarmng 



(will the nunagemeitt undenake it or not?), 
recnihnient of new wotken besides of courte 
the productivity linked wage telstionship. 
All these in the context of an aggressive 
manageinent striving to introduce uniform 
policies at all its plants; as reflected for exam¬ 
ple in the nature of their counter demands 
euphemistically called proposals, made on 
the unions during negotiations for LTAs. 

How does one relate the shop floor 
developments at discrete plants of a company 
with the larger nucro level, almost universal 
tendency that is globaliutiondf capital?The 
response consists, first, by properly 
comprehending the production strategies of 
gloM capital. As Jaitus Banaji observes 
global capital wants tighter control over 
investments, cost-effective production 
structures, and pliable work forces isolated 
from the influence of unionism” [Banaji 
1994]. This implies that plants, and workers 
working for imiltinatioiul companies and 
their affiliates are increasingly bound to be 
subject to control of corporate strategies 
devised at global h e adqua r ters. This link 
cannot be discerned directly but can be seen 
in the consequertces emanating from the 
results of such strategies. Thus as cited earlier, 
when Keliog decided to close down some 
plants and modernise, that is expand those 
existing to cater to single or larger markets 
or when BAT decides to exploit the 
produaion facilities of its Indian affiliates 
to rrunufacturc and sell in targeted markets 
or to source, these decisions have direct and 
indirect impact on the work forces which 
actually make the product. It is consequent 
to these decisions only that particular plants 
are opened, closed, merged, rationalised, 
etc, leading to recruitment, retrenchment, re¬ 
deployment, etc, of work forces." While this 
has bren the usual case with multinational 
Aims the ongoing globalisation process has 
accelerated ihe same. 

In the present case of BAT-FFC from the 
above narrative-description, it is apparent 
that the workers and uti,ons have to contend 
with not one multinational but two. The 
latter are partners and rivals by turn. They 
compete as well as collude. When it comes 
to labour ho we ver. the com mon denominator 
is extraction of more 'surplus value' not 
necessarily by naked, direct and brutal 
exploitation but by mechanisms which are 
a part of tools-in-trade of 21st century 
capitalism - technocratic, preponderance of 
information technology and backed by 
sopMsticaled Ideological comrol techniques 
hire HRM,TOM.etc. The workers’ re.sponse 
to globalisation perhaps lies in devising on 
a consistent basis counterstrategies on a 
global scale. 

The exanqiie of BAT shows how an MNC 
pursues its business strategies in the current 
period of globalisation of caphal. It pursues 
itt strategies in short as global capital. 
Consequently,the riposte toglobalcapi^ism 
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essentially ought to come Bom labour (and 
unions) working for global companies the 
world over. A basic proceu hoe is the 
establishment of a ‘new level of co¬ 
ordination’. As Jairus Batuyi citing the 
example of BAT-ITC observes “Unions in 
India are t» longer confronting some inert 
'nationai' capitalism but an increasingly 
sophisticated global capitalism which cannot 
be handled effectively if unions themselves 
do not establish s new level of co-ordination... 
The new global capital wants to minimise 
the intervention and impact of new 
unionisation by staving off the entry of unions 
for as long as it can" [Banaji 1994:66], It 
does this in various ways including by setting 
up production facilities on ‘greenfield sites' 
a^or not making fresh investments in its 
existing plants (if any) where there would 
be strong union presence but by ‘moving to 
green fields’. The consequence for the trade 
union concerned is that the clock is set back 
and it has to begin unionising new work 
forces at the new production sites of the 
company onceagain from scratch; apart from 
ensuring always that unionism at the older 
sites does not get disorganised. The latter 
can happen due to managerial strategy again: 
shifting production away to the new sites, 
(then) claiming that the present unit has 
become unviable and thtmfore set about 
retrenching the ‘redundant'. This in turn 
results in erosion in strength of organised 
labour and therefore a reduction in the 
strength and power of the union. 

The workers' response to globalisation 
obviously cannot be of a terminal nature, 
nanwly. saying NO to globalisation, unlike 
other social groups who having no exposure 
to or experience of industry can take such 
a stand out of intent or ignorance. The path 
for labour therefore is only organisation - 
to organise for securing constantly better 
price for their labour power and for their 
individual and collectiveemancipation. Here 
organisation means unions on a global scale, 
since global capital can be adequately 
engaged only by global unions. Actually, in 
a deterministic fashion virtually, global 
capital itself is making possible the linking 
up of the working classes of different regions 
which work for it. It does becomes possible 
for Ihe first time to bring together labour 
employed on a remote ’greenfield' site in 
the third world with that of the first world 
under one union umbrella. As globalisation 
proceeds inexorably, global unions appear 
increasingly to be Ihe unions of the future. 
This is so since, increasingly, capital cannot 
be effectively engaged at local, regional and a 
even at national levels. 

The problems of globalising unionism are, 
doubtl^, immense. Numerous questions 
can be thrown up by various sections in the 
labour movement within the country and 
ouuide. The questions include political 
affiliations and interests, the level at which 
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the globalising has to take place (at piant 
union level.atcotnpanywldefiBdefatkm level, 
at Ihe level of the particular Industry itself 
which means a nationa) levd, etc), the quest¬ 
ion of leadership and last but not leatt the 
question of democracy in the new levd irfco- 
otdinaiion.Thetequestionslherrforedeinahd 
attention. Saying anything more at this stage 
would be inappropriate amounting to laying 
down a prescription for trade uirioidsm. 

iNTEXNAnONAL UNIONS: ThB IUF 

Actually, there have been intematitmal 
unions for quite some time now. Thdr 
relevance however is increasing manyfold 
only presently. An example of what an inter¬ 
national union is and can do, is the Geneva 
based International Union of Food Workers 
(IUF) which is a global confederation of 
workers' unions in food, agriculture, hold, 
restaurant, catering, tobacco industries. 

In the thinking of the IUF “globalisation 
of the world economy... is a product of 
human thought and human determination, 
and it can therefore be contested by peo^ 
organised to give (uactical expression to 
their collective political will [IUF 1996]. 
'The current mo^l of globalisation which 
the lUFdubs as neo-liberal free market model 
of globalisation has. in its view, created 
“unprecedented global competition leading 
to a downward spiral in wages and working 
conditions as workers on a global scale are 
forced to underbid each other just to survive... 
[ibid]. At a recent coference of the lUF 
which brought together unions from various 
countries in the MNC dominated food and 
agri-business sectors, participants stressed 
the need for a social-democratic approach 
to globalisation as an alternative to the neo- 
libcral model. “Such an approach could 
include a global social chatter to protect the 
basic rights of workers everywhoe. It could 
also uphold right of workers everywhere to 
take strike action in solidarity with wotken 
elsewhere. That is, we need a global safety 
net as well as tiK means to ensure that no 
worker is allowed to fall through the safety 
net due to the actions of repressive govern¬ 
ments. Society also needs to regain control 
of capital which is increasingly being 
controlled by major global companies [ibid]. 

The organisi ng strategy of an international 
union includes developing co-ordination 
between workers employed by rmiltinational 
companies the world over. example, in 
the Asia-Pacific region, the IUF has 
developedaco-ordination process for unioos 
representing Nestle workers who meet 
regularly, exchange information, etc. By 
establishing the system of co-ordination (and 
nominating certain unions tt> be the co¬ 
ordinating unions forthepurposeXitbdoomes 
possible to exchange informalioo between 
relevant unions as well as to repres ent the 
concerns of these unions to the central 
management of the particular MNC. 
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iMoatBy. by MBM of iilifMiioaal oaioiit 
it booo Hw poiliblo to Mcufc and onfonx 
taMmailoiud itHidMdi of woifcon' ii|hti. 
ForiiiaanGe,lheIlFhttMcuredagraeiiieiiti 
oa trade imioB rigirti with Danotw. a global 
nutior in the food industry, and Accor, an 
iiHernatiaiul hotel chain. nBnuringlfaattheae 
lights are sectoed for workers employed by 
MNCs in all countries in which the MNCk 
have operations helps to set a standard for 
all other woiken in dwK countries. With 
better co-ordination and infonnation ex¬ 
change within unions, cerUral managemeats 
can be made more accountable for their 
operations everywhere [ibid]. 

International unions by means of co- 
onhiiated solidailty measures which include 
information cxchangecanactuallyitiengthen 
local bargaining to produce gie^ equality 
(in wages, working conditions, etc) among 
workforces, working for the same employer 
worldwide. Accotding to Banaji and 
Hensman (1990), collabormion between 
uniottsintbesamemullinational corporation 
woiMwide would certainly be cnida] in 
lethicing the level of disparity, to a limited 
extent also save jobs; for example, by helping 
local trade unionists to anticipate 
restructuring measures or to formulate 
'altemative plans'. These would go a long 
way to promote international collective 
batoning. However, as Ban^ and Hensman 
imply unless unions question the socially 
destructive competitive rationality which lies 
behind management decision making-where 
the pursuit of prontabiliiy governs the 
selection of products, automation (for 
example) is used to increase work loads 
rather than reduce them, managements 
enforce the co-existence of long houn of 
work for some with unemploymetii for others 
- the riposte measures cannot bring in the 
maximum effect. As they argue “what is 
necessary, ultimately is a formulation of 
empkqtees' plans on an international level 
to reHect and respond to the inter¬ 
nationalisation of production which the 
multinationals have brought about [ibidj. 

PoSTSCaiTT 

Tberealiiyoftheimiltinatkmalcofporation 
has been b^ described by Stephen Hyirtcr 
(1975) with reference to The Comitmiifi 
Manifesto thus: 

Substituting the words MultinatiotuI 
Corporatkm for bour^ois in the following 
quote from Tht CommMisi Uanifeno 
provides a more dynamic picture of the 
multittational c o rpora t ion Ito any of its 
presertt-daysuppottenhasdared input forth; 

The need of a conataady expanding auakei 
for its products chases the miihlimihjnal 
corpora t ion over die whole surface of Ihe 
globe. It aurst nestle everywhere, seMk 
everywhere, establish conaoctioas 
everywhere. Tbs bourgeoisie has through hs 
eaplolitaion of the worM-asarkct givea a 


cosasopoUiaa charaeisr to producdmi and 
iiijeeiiinprinn In every couaUy.Tedxchagrin 
ofReafiloalets.lt has drawn from under the 
feet of iadnsay, the aariooal ground on 
which itsiood. AU oU-estsblisbed aaiioBal 
hahistries have bees destroyed or are daily 
being destroyed. They ate dislodied by new 
imhislries whose huroductiaa becomes a 
Itfe and death qucstioa for all civilised 
tmin—, by iadustriet that no longer work 
up indifBtious raw material, but raw material 
drawn ftom the remotest zones; industries 
whose products ate consumed not only at 
home, but ia every quarter of the globe. In 
ptace of the old wtmts, satisfied by the 
production of the country, wefnd new wants 
requiring for their satisfaction the producu 
of distam lands and climes. In place of the 
old local and national seclusion and self- 
sufficiency, we have intercoone in every 
directiOB. universal interdependence of 
naikmals. And u in material, to also in intel¬ 
lectual producthm.Tlieinielleciualcreations 
of individual nations become common 
praperty.Nationalone-tidednettandnarrow- 
mindedoessbecome more and more impossi¬ 
ble and from the numerout national and 
local litcnlures there arisesaworid literature. 
The muldnational cotporttioii. by the rapid 
improvement of all inttrumeats of 
production, by the immentely facilitated 
means of communication, draws all. even 
the most barbarian, nations into civiiisatkm. 
The cheap prices of all its commodities arc 
(he heavy artillery with which it batten 
down all drinese walls, wHh which it forces 
the barbarians' intensely obstinate hatred of 
foreignere to capitulate. It compels all 
nations, on pain eattnction. to adopt the 
bourgeois mode of production, it compels 
them to introduce what it calls civilisaiioB 
into their midst, i e, to become bourgeois 
themselves. In a word, it cremes a world 
after its own image. 

The muhi national corporation has subjected 
the country to the rale of the towns. It has 
created enonaous cities, hu greatly increas¬ 
ed the urban population as compa^ to the 
rural, and baa thus rescued a considerable 
part of the population from the idiocy of 
rural life. Just u it has made the countiy 
dependent on the towns, so it has barbarian 
and semi-barbarian countries dependent on 
the civilised ones, naiiorn of p eas an t s on 
nations of bourgeois, the east on the west 
The multinational coiporation keeps more 
and more doing away with the acatiesed stale 
ofthepopulatim.oflhe means of productiott. 
and of property. It has agglomerated 
population, centralised meam of produetkm, 
and hascoaceng a ted property inalew hands. 
The necessary consequenoe of this wu 
political ceniralitatioa. Indep en dent, or but 
loosely c o n n ected proviocet, with separme 
inietetis. Iota, systems of taxation, and 
govenunents, beoome hnnped together in 
one nntlBn. with one g o vernment, one code 
of laws, one national claaa-intereai. one 
frontier, and one enuoma tariff. 


(Tlw amhor thanks Snth Dawria and Va 
for their onconrHemsm mri critical coma 
and SiMvan Ibr Ms assiitsnre 1 


1 In fnct. bnsiness lenden of leading 
■MtliMlkMMl cofporaiioM tfticvisic • vImhi 
of their companies becoming global 
Gotponlioos, implying that tey we no longer 

w OV MHHDIlOO towy wllB COMBICt 01 OnfHL 

Notable examplat are Aaea Brown Boveri 
(ABB), and hlcrcadei Banz. The taasr h« 
been dlscnmed in some detail lahaegaMUty. 

2 PorancxoeBe n idua M Miononlhei cl auoa al np 
between an ovcncat pareat company muI an 
Indian affiliate, tee TThomat, ToChiBeage 
and ro Change. A Menwir'. New Delti, 
Pengnia, 1993. Thornes who was theefaaimnn 
of Hind uwa n Lever, an affiliate of Unilever, 
explaiat the Unilcver-Hiadastan Lever 
Rlatiomfaiphittarically.thowingconvinciagly 
how com^x the idatioaship b c rw ien an 
oveneat MNC and nt sabeidiary in the boM 
country can be. 

3 la fact, the oegaiive of globalisaiian on dm 
working class of the west is dm sabiect of 
raging d eb is er in wholafly jonmah. See for 
euanpie Fonipi Again (Volume 7S, Nos 3 
and 4) where le^iag economists have 
aitribwed dm dediae oif jobs in dm west to 
dm mushroomiag of jobs in the eart. 

4 Theae kinds oficttiiictntiat mostly look piece 
in the US and Earope. However, they are 
connected to an even more aggressive 
expansion into Asia and easiera Barope. 
accerdiag to Paal Elshaf, op ch. p 30. 

5 Recently, dm state of Dlinoit foltowiag the 
lead of 13 other states tned dm Ubacco tndasliy 
for more than 2.S biOioB doUan hecnase ^ 
healib damage to rniaken. The defendmUs 
include an impressive list of leading 
nHdrinarionaltintfaeindnttry-PhiUtpMowia. 
R J Reynoldt. American Tobncoo Company, 
Brown and Wilhaimoo Tobacro CorporMMi, 
and BAT. The natnre of the litigation that takas 
place in these manen and dm nnamer in which 
the powetftti tobacco companies lighi back 
has been biiUiinllyponiByedmlolmOiishim't 
fiction The RnnawiyJary', London. Random 
House UK, Arrow Books, 1996. 
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ASIA PACIFIC FORUM ON WOMEN, LAW AND 
DEVELOPMENT* 


invites applications to the following positions: 

• REGIONAL COORDINATOR 

Degree in Law a must; theoretical and practical understanding and grasp of, 
women, law & development approach necessary. Advance studies in the field 
of law, human ri^ts and feminism an advantage. 

Five (6) years experience in legal work and women's ri|^ts-human rights 
activism at the national or regional level required; two (2) years experience 
in coordination and management work required. Excellent command of 
written and spoken English needed. 

• PROGRAMME OFFICER 

Degree in social sciences required; degree in law an advantage. Advanced 
education in the field of social sciences, human rights and feminism an 
advantage. 

Minimum of three (3) years experience in development work and women’s 
rights-human ri^ts activism at the national or regional level required. 
Experience in legal literacy & legal research necessary. Excellent command 
of written and spoken English a must. 

• RESOURCE OFFICER 

Degree in social sciences required. Advanced studies in the field of social 
sciences, human rights and feminism an advantage. 

Minimum of three (3) years actual work experience in data-base management, 
documentation, research and publications a must. Competency in 
information-needs assessment and database systems installation necessary. 
Excellent computer skills needed; ability to manage website needed. 

ALL POSITIONS TO BE BASED IN CHIANGMAI, THAILAND. SALARY 
COMMENSURATE WITH QUALIFICATIONS. EXPERIENCE AND SKILLS. 

Send in applications on or before 20th September 1997 to: 

THE REGIONAL COORDINATOR 
APWLD Secretariat 
6th Floor, APDC Building 
Pesiaran Data 

P.O. Box 12224, 50770 Kuala Lumpur 
Malaysia 

tel. (603) 651164916510648 > 

fax (603) 6511371 

* (a regional network of non-government organizations in the Asia Pacific working 
in the area of women’s rights-human rights) 



A Cure for Loneliness? 

Networks, TVust, and Shared Services in Bangalore 

Mark Hobnstrom 

'Flexible specialisation ’ happens when clusters of smallerfirms co-operate in production, marketing, and product 
development. This requires trust, and/or collective provision of 'real services'. Bangalore's smaller engineering 
and electronic firms work for larger firms, but some develop their own products. Engineers and workers are 
quality-conscious; innovation is market-led. Entrepreneurs are often too suspicious to co-operate or share 
information, but there are productive friendships and consortia. Finns benefit from 'real services’. What are 
the bases and limits of trust? Can 'real services’ make up for lack of trust? This study is relevant to other countries 
with large labour surpluses. 


A unall rirm in an Industrial distnci docs 
not stand alone; a condition of its success 
is the success of the whole network of firms, 
of which it is a part... The mam problem for 
small firms is not being small but being 
lonely [SengenbergerandPyke 1992:4. II]. 

SMALL firnis are fashionable, in developed 
and developingcountrics alike. Iflarge firms 
cannot provide enough jobs, or if they ore 
too inflexible to seek and supply new mariceis, 
then small and medium enterprises (SMEs) 
can fill the gap. At least that is the argument 
for encouraging smaller lirms. ranging from 
the amorphous 'informal .sector' to high- 
technology and sometimes capital-intensive 
firms supplying world markets. 

India, in particular, has long had a policy 
of encouraging 'sni.all-scale inJusirie.s' and 
discriminating against large firms. The 
intentions were good; the results were 
sometimes good but often disappointing, 
and the opportunity cost was high. Many 
small firms are inel'ticient. exploitative and 
a drain on the public purse. The idea, and 
ideal, of 'sin.ill-scale industry' ts adisiraction 
from the task.s of achieving high-quality 
marketable production, employment, and 
good work for workersof both sexes. Policies 
designed to help small firms have sometimes 
- not always - amounted to little more than 
government aid for the educated unemployed, 
who can cause more trouble than the 
uneducated unemployed. Such policies have 
also given small firms an incentive not to 
grow beyond a certain level of investment 
(below which they have certain privileges) 
or employment (since ftrms with mote than 
10 workers are subject to social security and 
other costs). Yet some small firms arc 
innovative and market-led, make quality 
products, and teach useful skills. 

Which industrial policies, in India or 
elsewhere, ore most likely loachievequkkly 
the objectives most of us probably agree on: 
economic growth (in the short run. this has 
nothing to do with employmem or equity; 
in thelong run, it could raise living standards 
for everyone); more employment; good 
wages and security for those who have jobs; 


and better work (interesting autonomous 
work, with chances to learn new skills and 
to build a career)? 

There may be trade-offs: economic growth 
without new jobs, or mote jobs but worse 
ones, or good work for a privileged elite 
only. On the other hand the good things may 
go together for example, if workers who feel 
secure and find their work interesting make 
better products, leading to faster growth and 
more jobs. 

There is no virtue in smallness, no point 
in propping up firms simply because they 
are small. Large firms usually pay better and 
give more secure employment aitd better 
conditions, if larger firms could provide 
good work for all who need it, that would 
he fine; but they cannot. Smallerfirms may 
have ie.serves ot i nnovali ve talent; may create 
employment where large firms cannot or do 
not: and have the great merit that they exist, 
in large numbers. 

Can the disadvantages of smallness be 
overcome, and its advantages exploited, 
through ‘flexible specialisation', as in nonh- 
ccntral Italy (Sabel 1984. Goodman and 
Bamford 1989]? Flexible specialisation 
happens when clusters or netwoiksof smaller 
firms, usually but not necessarily in an 
industrial di.siricl. complemcm eachotherto 
achieve economies of scale (‘collective 
efficiency') and co-operate on marketing, 
improvingquality.developingnew products, 
and stages of production for which some 
firms have specialised machinery or workers. 
They are interdependent, and independent 
of large firms when it is to their advantage. 
This allows them to do things they could not 
do if they were isolated in a jungle of 
competing firms. It works only if there is 
some degree of trust between entiepreneurs. 
and between them and their workers; andf 
or collective provision of 'real services' like 
training, consultancy and design, which 
single firms cannot afford to provide for 
themselves. 

Hubert Schmitz (1992:67) distinguishes 
between '(a) •hierarchical clusters, for 
example where a large enterprise farms out 


parts of the production to small enterprises 
and thus orchestrates the division of labour, 
and (b) nun-hierarchical clusters, in which 
equals compete or co-operate.' There is 
nothi ng wrong w ith hierarchy - or with Isge 
firms - if they can deliver what we want 
(employment, etc). But where hierarchy 
stifles innovation, or fails to draw out the 
smaller firms' potential to create jobs, we 
should explore ways in which smaller flrms 
can achieve economies of scale i ‘collective 
efficiency') withoia losingindependenceand 
flexibility, in the special coodiliotu of India's 
industrial economy as it is suddenlyexposed 
to fiercer competition with foreign and Indian 
rivals. 

This paper is based on receru (1993) 
fieldwDik in Bangalore, a city of nearly 3 
million, containing some of India’s moat 
advanced engineering and electronic 
industries. I know the city well, having done 
social anthropological fiekhvoifc there over 
many years |Hoimstrom 1969,1971,1972. 
1976,1984]. I have also studied workers co¬ 
ops in Emilia Romagna [Holmstiom 1985, 
1989], the Italian region which is the best 
known example of flexible specialiiation 
[Sabel 1984, Brusco 1992. Dei Ottati 1991. 
Trigilia 1989. Bagnasco 1977, Goodnuai 
and Bamford 1989]. 

Bangalore has a dense network of large 
and small firms using advanced technolagies. 
and abundant skilled labour. Theiruny small 
engineering and electroroc firms depend 
mainly on large puMk and ptiv«e sector 
factories for orxlers, but some of them matkel 
theirown products. Incieasii^ly.theiesmali 
firms arc using CNCs (computer nometKally 
controlled machine tools) and CAD 
(computer-aided design). If they lack some' 
of the necessary machines and skills, they 
put the work out to other small fiims and 
consultancies. They use ‘real services' - 
testing, calibration, advice - provided by 
puMksectorhodies. I have wrinen diewhere 
[Holmstrom 1994a. 1994b] about the ways 
in which market-led innovaiion takes place 
in some of these firms, i n spite of all obstacles: 
bow informatioa is tr ansmi Med from the 
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mailcet, digested and acted on, to improve 
the product or to fill a niche in the market. 
If flexible specialisation can succeed in India, 
we should expect it do so in the netwotk of 
large and small firms which make up 
Bangalore's engineering and electronic 
industries. 

Wbatmetheprospectsfornon-hierBrchical 
clustets, in which equals compete or co¬ 
operate? Or clusters where they compete and 
co-operate, as in the 'Third Italy* around 
Emilia Romagna^ where these apparent 
opposites aie combined in ‘an industrial 
community that restricts the forms of 
competilitHi to those favouring innovation* 
[Piote and Sabcl 1984: 17]? Are places like 
Bangalore moving towards a less hierarchical 
model, where smaller firms are no longer 
ancillaries making components and doing 
job work to the large Arm’s designs, but 
interdependent firms supplying markets the 
large firms do not reach? Can smaller firms 
work together todeveloplheirownproducts, 
and compete successfully with large firms 
in natioiial and foreign markets, creating 
faster economic growth and more 
employment than big firms alone could 
providif? 

In principle, everyone can see the benefits 
in pooling some resources, especially 
information, if only it were possible todefine 
the limits of competition in the common 
interest. In practice this is hard to achieve 
in a situation where entrepreneurs and 
workers ate afraid - with goud reason - of 
cheats and free riders, those who take but 
give nothing in return. Competition in India 
is fierce and getting fiercer, with the 
liberalisation of the economy and the ever 
more desperate scramble for jobs and higher 
living sttmdards. 

What ate the extent and limits of co¬ 
operation and trust, between small or 
mediuni-sized firms, and the prospects for 
less hierarchical marugement within firms 
and networking between them, for mutual 
aid and consortia? How can smaller firms 
make the most of their independence and 
flexibility, while overcoming the dis- 
advanmges of loneliness? And can public 
provision of 'real services' make up for lack 
of trust or build trust? This case study of 
Bangalore is part of a collaborative 
programme of studies of the prospects for 
flexible qiecialisation in other Irxlian cities 
and indiutries, and is relevtmt to other 
industrialising countries with large labour 
surpluses. 

Foumal Associahons and Infousial 
Netwokks 

In Bangalore, small or medium firms 
compete to gel job work from larger ones; 
but they also put out work to each other 
inanufactureofconipanents,difTerent stages 


in production, work which requires special 
equipment like a CNC, capacity 
subc^racting to meet a deadline. They do 
this whether they mainly do job work or 
market their own products. 

This division of labour between fiims 
cannot depend entirely on short-term 
considerations of profit in a competitive 
market It requires a degree of trust, just as 
running a successful and flexible enterprise 
depends on some minimum level of trust 
between employers and workers: not 
unlimited trust in cilhcrcasc, but some shared 
understanding about the situations in which 
conflict or competition arc appropriate. 

In Bangalore this trust exists but within 
close limits. As the secretary to an association 
of small firms said, industrialists are far too 
suspicious of each other, especially where 
markets are concerned; unlike farmers, who 
share information because they cannot hide 
success from their neighboun, and do not 
compete toseil their produce. Yet it is obvious 
to all of them that the small or medium firms 
cannot possibly compete with large ones 
unless they can rely on other firms for help 
at short notice. Successful flexible 
specialisation depends on this trust and 
mutual aid, as in the 'Third Italy* where: 
Each firm is jealous of its autonomy, overly 
proud of its capacities, but fully conscious 
that its success and very survival are linked 
to the collective efforts of the community 
to which it belongs and whose prosperity 
it must defend. 

One kind of dependence on related firms is 
implicit in the firm’s innovative activity - 
the capacity to tailor a particular part or 
component to special conditions...The 
moment the firm begins toexpand and nwve 
beyond its original specialty it finds itself 
dependent on the help of neighbours with 
complementary kinds of specialities; and 
because the neighbours can never exactly 
anticipate when they loo will need assistance, 
the help is forthcoming...Misirust freezes 
the technological p.ogressofa whole sector; 
trust fosters ii...Wliere invention creates 
demand and invention is collective, this is 
a natural result [Sabel 1984; 225-6]. 

'This shared understanding about the limits 
to competition must be becked by public 
opinion within a group. Ir. the last resort 
there must be economic sanctions: if you 
cheat, you lose your reputation and no one 
will do business with you. The moral 
community - the group within which trust 
and reptdation^ are built up and tested - is 
usually local: for example, the group of 
small and medium scale businessmen in an 
industrial district. In some situations a mor^ 
effective moral community could be a 
professi onal body, or a net work of companies 
in different cities which do business with 
each other, or a community of birth like a 
caste or religion. TTiis last point could be 
crucially relevant to countries like India, 


ndiere the solldatfly of small firms, or of 
craftsmen, is often based on kinship and 
.ethnic ties which exclude outsiders and liny t 
the scope for growth, especially in 
employment. 

Trust,...as a foundation of economic 
relations, it a 'double-edged sword’: it can 
retard economic development where k is a 
strictly private form of uvuactional co¬ 
ordination. u in the cate of mafias or 
aristocracies, for these, by definition, restrict 
die enuy of new producers; where uutt is 
liigltly generalised and public, on the other 
hand, it serves to sustain transactions and 
reduce the costs for established producers, 
while at the same time allowing new entrants 
into the community [Storper 1991; 112]. 
In the past, many Indian entrepreneurs, 
especially those with a financial rather than 
a technical background, have been 
notoriously suspicious of anyone outside - 
and sometimes inside - their own family, 
caste or religious community, and unwilling 
to share information. In an i^ustrial district 
like Bangalore, ate relations of trust still 
confined toclosed cunununities? Orate there 
ways for new people, from different social 
origins, to join the networks of mutual aid, 
and to build up a reputation for competence 
and honest during? 

My evidence of the ways in which trust 
is built up and maintained is anecdotal and 
one-sided. An entrepreneur (who trusts me) 
may tell me about particular people he or 
she relies on or distrusts and why, and may 
tel I me mote about general tendencies - what 
kinds ofinformationentiepreneurs will share, 
how they make friends; but there were few 
occasions when I was able to get the story 
from both sides (and if I have it, I may be 
unable to publish it for fear of identi¬ 
fying the actors). In contrast, accounts of 
how market-led iruiovation takes place ate 
more specific and easier to check. One can 
meet customers, service engineers and 
designers, all on separate occasions; see 
the old and new designs; watch and talk 
to workers making the new design in the 
factory. 

Projects for mutual aid among 
entrepreneurs have foundered on a pervasive 
suspicion of each other’s motives. Some 
entrepreneurs are more relaxed, willing to 
share information and technology with 
business contacts: as one of them said, we 
have few secrets - we copy other people’s 
designs ourselves. A state government oflidd 
said that small or medium firms often help 
each other to find workers, and pau on 
technological know-how, which is no secret 
anyway since much of it comes from public 
institutions like the Small Industries Smice 
Instiniic(SISI)or the Central MachineTooIs 
Institute (CMTI): they are only mspidous 
where marketo ate concerned, afraid that 
someone else will undercut th^ price and 
steal their market 
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Whm then it t fiMitt degree of inut, 
it con spring from e purely busineii 
relmiimship between entrepreneun, which 
maturm into friendihip. Mote often, these 
friendships go back a long way: colleagues 
who trained together at an engineering or 
management college or the Indian institute 
of Science (IIS) in Bangidore, or who worked 
in the same big factory or an institution like 
the CMTI. before setting up their own 
business, have a sol idaii ty cemented by fond 
memoiiet, like French Polytechniciens. 

Another kind of business friendship is 
mote of a patron-client relation; small-scale 
eMrepreneurs keep up profitable contacts 
with the purchasing and other officers of the 
big firms they once worked for. Some small 
employers trainengincen or skilled workers 
and then help them to start their own 
businesses, doing job work for their ex¬ 
employer, developing products, and helping 
in otbw ways. An even stronger basis for 
trust exists in what Pierre Lachaier (1992) 
calls the ‘Industrial Lineage Firm’, where a 
company is divided and subdivided among 
the founder's kin; though in India there are 
notorious cases of bitter feuds between 
brothers or between branches of a family, 
which can break up busineu empires and 
close factories. 

Assuming that relatives remain on speaking 
terms, this network of kin is usually - not 
always - confined to a community of birth, 
in a society where most people still marry 
within their own caste or religion. However 
it does not seem that membership of the same 
caste or religion or language group is 
automatically a Inundation for trust, or that 
entrepreneurs will subcontract work to or 
share information with someone simply for 
this reason. 

There are exceptions - some tightly-knit 
castes with merchant traditions - but business 
friendships, unless they began with purely 
economic relationships, are much more likely 
to develop in clubs and professional 
associations, or from chance encounters with 
neighbours in the same suburb. Rotary and 
Lionschibs, in particular, have local branches 
with an enthusiastic membership, engaged 
in charitable work and convivial gatherings. 
Engineers have their professional 
associations. A Kaizen (‘continuous 
improvement*) Study Circle of managers 
meets monthly. All these clubs and 
assodatioos invite speakers (like me) and 
lake refreshmems. There are seminars and 
conferences in hotels, with patties and a bar. 
Eiuiepreneun and managerabehmg.m'aspire 
to betong. to a culture which is consciously 
modem, meritocratic, cosmopoliun, used to 
foreign travel, entertaining each other in the 
One restaurants for which Bangalore it justly 
famous. These are the settings in which ideas 
are exchanged, and busineu coniactt and 
personal friendships are Ibrmed. 


MAnKBrwo ANO StNouc Pmaa 

To grow through market-led innovalion 
andconttnuousJmprovement,each firm must 
. ha ve acceu to maikett, and a quick feettttack 
of information from those markeu about 
market trends and customers’ needs and 
complainu. Usually it gelt both these things 
through the tame channel (the firm's own 
sales staff, or agencies) but there are other 
ways of getting the information: through 
trade associations, goveromem bodies, the 
trade preu (Indian and foreign) and informal 
contacts with customers, suppliers and 
business friends. 

Another option for the s.maller firm is to 
goit alone.Theownerdoes all the nuuketing, 
and collecu the necessary information. A 
more established firm will employ a 
specialised marketing manager, and 
sometimes its own service engineers. 
Anengineer employsdO workers. Hii steady 
income comes from job work on his four 
CNCs, for large and small firms, and‘revcfse 
engineering' for other firms. Engineers 
constantly discuu problems of production 
and quality informally with workers on shop 
floor, whm I spent some days. 
Hisemhusiasmisfor the pioduclshc designs 
himrelf, especially on acc e ssory for CNCs. 
developed from a standard pattern buisviih 
modiftcatkms and improvements to meet 
customers' stated requirements or to fill 
gaps in the market. He will make, and if 
necessary design, a single piece, when ■ 
large firm would not be interested. Thus one 
customer asked for a model which tihs; 
another, for a model which will work when 
immersed in liquid. He designed these, and 
advertised them as additions to his standard 
range. 

His products are exhibited at Uade fain all 
over India, and his marketing managerirevels 
around, asking customers and potential 
customers what they would like. One 
manufacturer of CNCs already includes his 
accessory with its standard products; if oihen 
follow, this will build up his repuiaiion. He 
hopes to stall exporting soon. It is hard for 
him to match the marketing netvraik ordesign 
capability of a large fum, though he can use 
his acceu to friends in big firm where he 
once worked. 

Going it alone is costly for a small firm. 
Thus several enirepreiieun making machine 
loots or components say the best opportunity 
to meet customers and pick up idw is the 
Hanover trade fair, yet they find it 
prohibitively expensive to fly to Gennany 
andsuy there, knowing they may comeback 
empty-handed. 

'They can market tbeir prodiicu through 
large manufacturing companies which have 
extensive tales networks throughout Indis 
and abroad, but which cannat give priority 
to the needs of smaller clients. Or they can 
uaeagenistpecialiainginamgetrfproducts. 
often a different agent in each m^ Indian 


cfty.Anagenunayprovideuteftilinfonnalion 
about maiket opportunities, or may simply 
sell the product. 

There appear to be few local nuriceting 
agents of the kind found in Italian industrial 
districts, with exlensi ve contacts throughout 
the country and abroad, each hamfting the 
similar or compicmentafy products of a few 
local firms and providing detsls and up-to- 
date infonnation about new demands and 
treiKh. However there are hopeful examples; 

An engineer has longexpcrti sc in designing 
a range of specialised ma^inety needed for 
certain industrial processes. His own factory 
is small (20 wotkm). Most of his effort goes 
into sol ving clients'design problems, bimkey 
systems, consultancy and training. He to 
starting an agency to market a range of 
products from high-icch small Bangalore 
firms, in India and abroad. 

Another obvious - and Italian - sohnion 
is to form a marketing consortium. 

A large factory u!>cd to make a nuctaiiie. 
used by farmers and others, in its own fKtory. 
It does not require high precision work. A 
group of ancillaries on an industrial estate 
suggested that, instead of making parts, they 
could form a consortium u> make and 
assemble the whole machine much more 
cheaply. It is now made in small, poorly 
equipp^ workshops. Instead of doing aoM 
of the productimi with cheap labonr, M they 
used to, they now do all of it. Few of dre 
workers m skilled and many are boy* nd' 
girls, some apparently ten or twelve yean 
old. 1)16 parent factory still matkelt -he 
machine under its own brand name. 

Such consortia do collectively what miay 
small firms do separately: job work far a 
large firm, m designs and standards set by 
that firm, fhere is no innovation at alL 
Consortia exist, or are being set up, on the 
national level: 

Indian automobilecomponemmanulacinron 
have come together to set up laapn Aaio 
Prodneu Export Lid. with govermaeM 
support ‘While India enjoys sTgatficaai 
comparaiire advantages ui the manufacture 
of these products, there are too anay 
producers making small mimbcn of disparare 
items', so that India holds a mere 0.2S per 
cent of the world market The chaimun 
poiaied our that 'the large gkabal c o m p a nies 
are no longer prepared to buy individ Bal 
components from dUTeicai vemlots. They 
want matched packages uf kks of several 
componetus from each some, which Indian 
suppliers are not currently equipped to 
supply.' The consortium will place orders 
. with a large number of companies, caercnc 
quality conirol.aiidmakMacommoa Indian 
brand. 'If this ventnre succe ed s ...it will 
provide an example for sinsilar eaport 
consortia in other radustries, iaciuihaglbed 
proce ssi n g and dectttmics' (TV Tunes a/ 
/wfM. July 30. 1993). 

No doubt orders from the new oomoitinai 
will filler down to the smaller finm;twilocal 
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consortia, built from the ground up, would 
be useful to smaller firms, which need both 
to sell their products and. crucially, to get 
marto information they can use to make 
profitable innovations. 

After careful enquiry I found only two 
such consortia in Bangalore, one of them 
embryonic; 

Five medium or small machine tool 
manufacturers - three in Bangalore, two in 
other cities - have set up a sales and service 
consortium. The founders of these companies 
kiu>w and trust each other, since they all 
wrxked together for the CMTl in Bangalore. 
The consortium has six offices throughout 
India, and 70 staff. They provide a 
comprehensive marketing and after-sales 
service for the Rve member companies and 
for a few other firms in Bangalore. The 
clients are not in competition with each 
other, since each mokes different types of 
machine tools, for which the consortium has 
sole domestic telling rights. It does not 
operate abroad; each firm must make its own 
export arrangements. 

The consortium’s sales representatives 
meet from time to time, to assess market 
trends; and Ibey regularly pass on information 
about customers' complaints to member 
companies, which send their own engineers 
to trilve any problems. Thus the managing 
partner of one member firm said that if 
anything goes wrong withoneof his machine 
tools - even because of a mistake by the 
operator - his customers know the firm’s 
engineer will make os many flights as are 
necessary and will send a replacement 
urgently, without question; so he builds up 
a better reputation than larger firms. Eight 
small firms set up a consottium a year ago, 
to export electronic components; the 
consortium also acts as agent for ten other 
local companies, which are not members. 
They thought it best to begin i n neighbouri ng 
coumries, which have cultural and other 
links with India (and are cheaper to visit); 
two journeys to Sri Lanka brought a number 
of orders and a good chance of others. Then 
they will try other Asian countries. A partly- 
retired emrepreneur does most of the work; 
he has a small office and high hopes. 

One success story, another moderately 
successful so far. Against this, there have 
been several failed atempts to form marketing 
consortia. 

In the late 1980s a number of small 
consultancies sprang up, offering CAO to 
electronic manufacturen. Since there was 
cut-throm competition between them, an 
erigineer with hisown consultancy suggested 
that eight small firms should form a 
consortium, sharing out the available work 
according to their capacities: then they could 
errqiiloy specialised sales staff, and have an 
impact on the market But (he says) every 
str^l entrepreneur wants to go his own way, 


and suspecu even his partnersand employees 
of plotting to go independent and take away 
his market. So nothing happened: most of 
these firms are odt of businms, and few CAD 
consultancies survive in Bangalore. Two 
young engineers do job work, using two 
CNC wire-cutters. They cannot think of 
developing their own product, because of 
the difficulty of marketing it and knowing 
what is in demand: for example, they could 
not afford to visit the Hanover trade fair. I 
asked one of tlicm: why does not a group 
gel together and send one person to Hanover? 
That would never work - no one would trust 
the others, and each would want to go to 
Hanover for himself. There arc business 
friendships, he says, especially between 
people who trained in the same institution, 
but fow entrepreneurs trust each other enough 
to share information or to form consortia. 

If few markeli ng consortia have .succeeded 
in establishing themselves, there may be a 
better chance for consortia to purchase 
components or services. Thus firms in other 
parts of Kamalaka set up formal or informal 
consortia to calibrate instruments (in 
Bangalore the government's CMTI docs it 
for them). Machine tool manufacturers are 
setting up a consortium to purchase 
components: 

For some time the Indian Machine Tool 
Manufacturers Association (IMTMA) has 
lobbied the governmem to reduce duties on 
imported components in line with the 
reductionof duty on complete machine tools, 
inordertomakc Indian products competitive 
in Indiaand abroad. While the manufacturers 
waited for the government to take a decision, 
they asked a medium-sized Bangalore firm 
todothegroundworkinsettingupan informal 
consoitium of Indian manufacturers, who 
normally compete with each other, for the 
joint purchase of foreign or Indian 
components at the best prices. On behalf of 
the group, this company has begun to 
negotiate with Japanese and Indian suppliers 
of selected components. One proi'lem is 
standardisation: each manufacturer nui,’have 
bought components from a different source. 
If they agree on a single model, this will 
involve some firms but not others in costly 
design changes. If the consortium orders a 
variety of components, it will be difficult to 
get suppliers to agree on terms for supplying 
each member with different quantities and 
specifications: and thesmallcr the quantities, 
the harder it will be for the consortium to 
guarantee ordersevenforthefollowingyear. 

Networking for Innovation and Design^ 

A flexibly-managed large firm is 
decentralised internally in many ways, but 
it has powerful central departments for 
marketing and for design and development 
of new products. Smaller firms, which cannot 


do these things by themselvei, must look 
outside, to other fhmt, public institutions, 
or consortia. Just as some smaller flims cm 
handle theirown marketing, whileothers uke 
selling agents or (rarely) consortia, some ate 
relatively self-sufficient in design, while 
others need outside help. 

Many of Bangalore’s smollerengineering 
and electronic firms are founded, managed 
and usually owned by engineers with design 
experience in large factories or in public 
institutions, especially tiie CMTl. Often their 
motive for leaving secure employment was 
not simply economic: it was a passion to 
develop their ideas creatively. They are 
prepared to delegate much of tile responsi¬ 
bility for marketing, prtxluction or labour, 
in order to spend as much time as possible 
on design and development. 

These designers and designer-entre¬ 
preneurs may or may not use CAD, depend¬ 
ing on the nature of the job and their own 
temperament Thus a partner in a small firm 
making machine tools said most design work 
consists of thinking, not drawing, so CAD 
saves very little time; when he needs CAD, 
he has it done by the CMTl. Another designer 
found CAO a distraction. But for some 
complex shapes CAD is essential or very 
useful, the expense is not prohibitive, and 
skilled assistants are available or can be 
trained up: depending of course on the 
complexity of the design. 

As with CNCs, manufacturing firms with 
CAD do a certain amount of work for those 
without it. Thus a small electronic 
manufacturer docs relatively simple 2-D 
(two-dimensional) CAD for some of the 
many firms making pnntcd circuit boards 
(PCBs), and sends them the programmes on 
a disc. 

Even firms with their own CAD facilities 
cannot handle design problems requiring 
specialised, and sometimes expensive, 
programmes run on high-powered 
computers. One solution is to take their 
design problems to one of the public 
insiituiiuns with which Bangalore is 
exceptionally well endowed, especially the 
CMTl. It is generally agreed that the CMTl 
does a good job but is slow and bureaucratic. 
Others include the National Aeronautical 
Laboratory (N AL) and the 11S. The big public 
sector factories are sometimes willing to 
help, particularly since many of the smaller 
entrepreneurs once worked there and have 
personal contacts. 

The alternative is to u.sc a specialised firm 
of designers, but these are few. It seenu there 
were more of them about five years ago, but 
not enough demand for their services. What 
survive are a number of ‘drafting pools' 
doing simple design work, or digitising 
engineering drawings to be retrieved and 
modified when needed; and finnt specialising 
in simple CAD for makers of rcSi. 
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For the kind of deiign which n^ires 
orisina] thought and iitugination, there are 
a very few conuiltancies, which serve both 
amall and large firms, in Bangalore and 
further afield. 

One suchconsultam, with eight employees, 
said that until recently Indian markets were 
vast and closed. Pew firms, large or small, 
saw any need for design. They just bought 
foreign designs if they could afford them and 
copied if they eould not. though ‘reverse 
engineering’ never produces as good a result 
as the original. Now there is more competition 
and more push to innovate. Yet small 
entrepreneurs are still reluctant to pay for 
design, and wonder why they should spend 
good money when all they get for it is a 
drawing. His complaint was echoed by 
another consultant: big firms now do their 
own designing; small ones do not pay in 
time, or in full. Many of them think they 
can manage without CAD; they would rathm 
make a piece in metal and see if it works, 
which IS very wa.steful. 

In fact many smaller firms arc innovative 
and see the need for better design, olten 
involving CAD. These are run by engineers 
with design experience, who arc capable of 
doing much of the work themselves or with 
a few employees, or they arc catered for by 
public institutions like theCMTI. CXhersmall 
firms do no original design, only job work 
toother firms'designs. This Icavesa number 
of small firms which try todevelopthcirown 
products, but wl^ich have not yet got the 
message that good design is worth paying 
for, at a time when old markets are fast 
disappearing or fragmenting. 

PoousG Resouiu Es TO Devu op New 
Proodcts 

The creation of an innovative climate in the 
industrial sector could he achieved through 
the further encouragemcnl of research and 
development in enterprises and the formation 
of research con.surtia among companies 
[Unido 1900: xxij. 

One way to overcome the loneliness of 
the smaller firm is by networking, 
interdependence between small firms, 
between small and large firms, or between 
small firms and public institutions set up lo 
help them. Going one stage further, they can 
achieve economies of scale by forming 
consortia for marketing or purchasing. 

The most obvious need is a marketing 
consortium for firms whose products 
complement each other but ate not in direct 
competition, or where the market is big 
enough for a group of local suppliers to 
compete with producers elsewhere. Another 
obvious need is for purehosing consortia, 
even for firms which compete directly. In 
practice there ure few such consortia in 
Bangalore, though there are informal 


arrangements smving the same purposes. 

Taking a step further, smaller firms cun 
combinetheirstrength and achieve ‘collective 
efficiency' by setting up formal cemsortia to 
develop and mgrket new products. As with 
marketing consortia, there is some talk of 
this possible solution, but iri Bangalore there 
is now only one successful consortium in 
which innovative small firms pool their 
resources to design and develop their own 
high-(|uality products. 

When the public sector Indian Telephone 
Industries (fTI) told da ancillarics it was 
modernising its products (not before time) 
and would no longer require their services, 
they formed a consortium Anco, designed 
their own telephone, and persuaded ITI to 
market it. Meanwhile they are developing 
new products, like small telephone exchanges 
for particular markets, which the consortium 
may later market independently. Some 40 
firms, employing over 2,OCX) workers, have 
shares in Anco, which divides the work 
among member firms and employs ISO 
people directly, in administration and 
assembly. There firms’ labour is cheaper 
than in their former parent factory, which 
not only pays higher wages to a large staff 
but subsidises a large township and a fleet 
of buses. But low pay is not Anco's only 
advantage, since it has experienced engineers 
and the capacity lo develop existing designs 
imaginatively. 

Another success story comes from 
Coimbatore in the neigh^ring state of 
Tamil Nadu: 

Coimbatore has many small or medium 
firms making domestic pumps. Since each 
firm had its own design, customers fouixl 
servicing slow and difficult, and spare parts 
hard to find. At the suggestion of the State 
Bunk of IndialSBD.ttic manufacturers agreed 
to SCI up aconsortium lostandanJireproducis 
and parts. Each firm still makes and markets 
Its own pumps, but there is a useful division 
of labour bMween firms making different 
parts, and more co-operalion and exchange 
of information between competing firms to 
maintain and update the system of 
standardisation. 

Consortia for researeh and development, 
and perhaps production, seem such an 
obviously good idea that Anco is much talked 
about, and held up as an example; yet it is 
the only one of its kind in Bangalore. There 
have been aNmi ve attempts, before and after 
Anco, to do something on similar lines: 

In the mid-l98()s an engineer, with 
experience in design and marketing, 
persuaded six other engineer-entrepreneurs 
to develop and make a machine iikiI port, 
similar but not identical to one made by the 
large factory where most of them had once 
worked. Their mam saving wopld be on 
wages. The consortium raised a bank loan, 
developed the new machines, sold two of 


them aitd paid off the loan. But after two 
years, when the founder wanted to build up 
their market, he says he encountered petty 
jealousy from some of the others, about 
matters like paying his air fare to Bombay. 
He sees ixnv that lie should have been more 
diplomatic: like him. his colleagues had left 
the big firm because they wanted 
independence, and people who suike out on 
thei r own are not suited to working in a team. 

Another scheme was more ambitious and 
innovative: 

1 nspired by the example of the Coimbatore 
pump manufacturers' coniofthim, and - like 
that consortium-with SBI support.anumber 
of large and small companies, making 
com pu ters or computer pans, set up a steering 
committee todevelopan innovativecompuier 
which would be competitive on world 
markets. Financial institutions were sceptical 
about India's chancesof developinga world- 
class product and unwilling to put up the 
capital. Each member company was asked 
to provide part of the capital, but some larger 
companies were unwilling to make the higher 
conlribuiion demanded from them; one 
company wanted the sole right to maimfactuR 
the computer; and (he project broke down, 
leaving at least one small firm to develop 
a new product, benefiting from the work 
already done. 

The success stories, though rare, suggea 
consortia may have a future, as a way far 
smaller firms to overcome the weaknesses 
which are obvious to all of them, and will 
rapidly become more obvicus as the economy 
becomes more competiti ve and open to wortd 
markeu. The most pressing ne^ are for a 
marketing network comparable to those of 
the big firms, providing an efficient feedback 
of information to innovators and designen, 
and for well organised and funded rcMwch 
and development. 

Too many hopeful projects have foundcsed 
on the rocks of an individualisiic and 
competitive culture. Each entrepreneur 
treasures independence, which was often the 
chief motive for leaving emptoymenl with 
a big firm. There are special strains on a 
consortium which brings together films of 
very diriercni sizes, since the small ones fear 
domination by the large. 

Txaoe AssoasTiONS 

Joining a consortium mcaiK etuering into 
financial and legal commitments which these 
indi vidual i St ic entrepreneurs are reluctaiu to 
undertake, unless they see concrete benefits 
for themselves. Yet they are great joiners of 
clubs and associations, where the 
commitmem is more liimicd and the expeme 
modest. 

There aretrade assaaatkms. like Kamiika 
Smalt Scale Industries Association 
(KASSIA). which provides excellent 
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practical advice and other tervices to small- 
scale e ntr eprene u rs, so its resources have to 
be thinly spread. Croups like Consortium of 
Electronic Industries of Karnataka (CLIK) 
(not really a consortium) publish directories, 
aixl in other ways encourage mutual aid 
among entrepreneurs in one branch of 
industry. Othm ate locally based, like the 
Peenya Industries Association in Bangalore, 
bringing together smaller firms in the Peenya 
Industrial Area (claimed to be ‘the biggest 
industrial estate in Asia'). 

In the past, the trade associations' main 
task was to represent members’ interests to 
ntiioiuil and state governments, in relation 
to taxes, permits, quotas of raw materials, 
laws and regulations. Since many of these 
controls have been swept away in the recent 
liberalisation, this aspect of the associations’ 
work is becoming less important. Now thew 
concentrate on advising new or establish^ 
entrepreneurs, putting members in touch withV 
markksandsupplicrs.publishingncwslctters I 
artd trade directories, while still lobbying the i 
government where they believe this is 
necessary. Thus some associations are try ing ^ 
to get a relaxation of labour legislaiio|r 
affecting smaller firms, and to .stop inspection 
of their premises: or to end the daily power 
cuts which force factories to depend on 
generators. Some trade as.sociations have 
more ambitious plans to set up their own 
technical, quality control or marketing 
services. They organise meetings for 
discussion or to hear outside speakers, and 
social gatherings where basiness friendships 
ate formed or kept up; though for this purpose 
they seem less important than social or 
chiuitable clubs like Rotary and the Lioiu 
Club. 

Trade associations ate much looser than 
consortia, yet they ate a soil in which consortia 
might grow. Insomecasesthcirofricc-bcaters 
have actively encouraged members to form 
consortia: in at least one case, with success. 

If consortia or similar forms of networking 
arc to succeed, they need the kiixl of initial 
push which the State Bank of India gave to 
the Coimbatore pump makers' successful 
consortium or the abortive computer 
consortium. Public policies to eiKourage 
consortia are probably worthwhile. But 
consortia for marketing, purchasing, or for 
the developrnem and manufacture of new 
products, are unlikely for some time to 
become as importam as they ate in Italian 
industtial districts. 

‘Real Sexvites': Public iNsririmoNS to 
Helb Smaller Firms 

So nwch for self-help. Are there other 
ways in which public policy and institutions 
can help smaller imus to achieve market- 
led innovation, cummerci al success, and good 
jobs? One lessoii from the literature on 


flexible specialisation and industrial diatrkts 
is that successful networks of innovative 
smaller firms ate most likely to emerge where 
thestate, local authority.orpublic institutions 
intervene to provide the services which 
smaller firms cannot provide forthemselves, 
separately or by Jorming consortia, and 
cannot easily -buy on the maiket: what 
Sebastiano Brusco (1992:187) calls ‘public 
provision because of market failure'. 
Following Italian usage, these are known as 
‘teal services'. They i nclude trai ning workers 
and entreprroeurs, accountancy, design, 
management consultancy, advice on 
marketing and technical standards in export 
markets, and testing of materials. In the 
Third Italy ’ these services are often pro vided 
by local governments, working closely with 
associations of local entrepreneurs and with 
trade unions. 

From the 1940s onwards, the big public 
scaor factories not only produced a supply 
of skilled experienced iabour, but continued 
(o provide consultancy and technical services 
to smaller firms: sometimes officially for a 
modest fee, often informal ly through personal 
friendships. 

Bangalore has also been well supplied 
with training .and research institutions, 
starting with the Polytechnic and the Tata 
Institute of Science (now the IIS). Such 
institutions have operated in Bangalore for 
many years, long before the rapid growth 
of electronics in the 1980s: like the SISI, of 
a type found in all major industrial cities in 
India. SISls provide a range of services 
under one rooft technical and market advice, 
training courses for workers, and machining 
which the small firms lack the equipment 
or skilled labour to do for themselves. 
Bangalore's SISI played an important part 
in building up the dense network of small 
engineering workshops in industrial estates 
and back streets, mostly doing job work for 
larger firms. Like other SISls its resources 
are spread too thin, because it has to help 
all ‘small-scale industries' indiscriminately 
and cannot target its efforts narrowly enough 
on firms and industries with real prospects 
for growth. 

The Industrial Training Institute (ITI), also 
on a pattern found throughout I ndia. provides 
subsidised diplom.i courses for young men 
and a few women, mostly schmi-leavers. 
Their diploma-holders try to find work in 
the bigger firms, where wages are higher and 
Jobs more secure. Here they face stiff 
competition from young men trained in other 
public or private institutes equipped with 
newer machinery; so they enter smaller firms^ 
while wailing and hoping for a job in a large 
firm. 

Other public institutions, funded by the 
central andfor state governments sometimes 
with foreign financial and technical aid, offer 
specialised services: among others, the 
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Foreman‘TkaMfif ^tute; the Btectronics 
Test and Oevdopment Centre; and the 
Government Toolroom and Training 
Institute, which makes, sells or leasestools, 
runs an 'earn while you leun’ training 
scheme, and offers coatuliancy. The Bureau 
of Indian Standards tests samples, inspects 
factories aitd awards ISO cerdficales, which 
are required for products exported to the 
Eunqrean Community arxi an advantege in 
other markets. 

The Technical ConsultaiKy Services 
Oiganisation of Karnataka (TECSOK) is a 
recent initiative of the state govenunem. A 
small group of engineers advise tiagr’, smaD 
and medium entrepreneurs about now 
technologies. Mtes are subsidisei. gal Mb 
small firms are witling to pay for detailed 
feasibility and maiket studies. 

Other government or privately funded 
research institutes in Bangalore provide 
consultancy services which ore used mainly 
by laiger firms and a few of the smaller high- 
tech companies. The NAL also serves 
electronic and engineering industries not 
connected with aircraft production. The 
prestieious IIS, especially its Centre ftn’ 
Electronic Development and Technology 
(CED'D, advises companies and trains their 
engineers. 

Two institutions have been of strategic 
importance in stimulating high-quality 
innovative production. The CMTI. recently 
renamed the Central Manufacturing 
Technology institute funded by the national 
government, was established in Bangalore 
because India's leading machine tool 
manufacturers were concentrated around the 
public sectorgiant Hindustan MachineTools 
(HMD- The CMTI pioiteered research and 
dcvelopmern of CNC machine tools in India. 
It is now moving towards an emphasis on 
whole systems (Computer Integrated 
Manufacturing) rather than machine tools 
alone. It trains engineers, designs and now 
manufactures machine tools, and provides 
consultancy, machining and design services. 

The CMTI exists to serve industry 
throughout India, but its presence has been 
of crucial importance for engineering in 
Bangalore, especially for smaller firms. The 
CMTI provides technical serx ices, especially 
calibrationand testing. It designsor modifies 
special-purpose machine tools on request 
(though many smaller firms ate unwilling 
to pay for new designs, or they design their 
own tools). The consensus among the CMTT s 
customers is that its services are of high 
quality, but delivery is slow, hampered by 
bureaucratic delays and form-filling; a 
criticism the Institute is trying to meet. 
And some of Bangalore's most innovative 
and successful engineering firms were 
founded by CMTI designen. who kiww and 
trust each other, and exchange ideas and 
services. 


Economic and Political Weekly August 30,1997 



I • 

Tbe other inititution which providn 
vehiiUe 'rail lervicet' to innovative firnu 
if theNe ttur Technical Training Foundation 
(NTTP), a voluntary inititution with seven 
trainiog centres, all in south India. It began 
as a joint initiative of the Swiss churches, 
the Swiu government and the Church of 
South India. No kmgerlinked to the churches, 
it now supports itself by running its own 
factories, and to a lesser extent from 
consultancy and services to firms. 

The NTTF has two training centres in 
Bangalore. The older centre provides a 
rigorously planned four-yeardiplomacourse 
in tool and die making to 120 young men 
- half of them from village schools - who 
receive free tuition and subsidised or free 
hostel accommodation. Tuition is in English, 
with special help for those whose English 
is poor. About 30 per cent of those who 
complete the course find work abroad: the 
othm find work in Indian firms, or become 
small-scale entrepreneurs. The Foundation 
also offers a postgraduate course in tool 
engineering, besides special programmes and 
short courses. The new Electronics Centre 
offers similar programmes for women as 
well as men, notably in CNC programming 
and CAD. 

The NTTF provides a small but valuable 
supply of highly skilled and employable 
young workers; short courses to many more 
who are already employed, mostly in larger 
firms; and high-quality consultancy and 
design services to firms willing to pay for 
them, its engineers ate involved in other 
initiatives to raise standards of quality and 
innovation in Bangalore's engineering 
industries, like the Kaizen Study Circle, or 
workers' conferences organised jointly with 
trade unions. 

Although Bangalore's engineering and 
electronic industries have access to ar. 
unusually wide range of public mstitulioas 
providing ‘real services', none of these 
institutions is the result of local initiative, 
either by entrepreneurs or local government, 
even if they are responsive to local needs. 
Some are administered by the state 
government, which has its capital in 
Bangalore but serves a population of over 
40 million. Others come under the national 
government, like the CMTI. the only one 
of its kind in India which Bangalore is 
lucky to have. The NTTF is a voluntary 
organisation, not dqiendeni on state aid. 
Stime institutions were founded with fin¬ 
ancial and technical aid from foreign 
governments (Czechoslovak, German, 
Danish. Swiss), though most no longer 
receive financial aid. 

These institutions are important to local 
industry not only because of the services 
they provide directly, but because of close 
pencnal friendships between their staff and 
theeolrepieneursrunninginnavativesmaller 


finm in the city, many of whom began their 
careers in institutions like the CTdTl or the 
big pubiie sector factories. These people, 
whether they work in public institutions or 
inlageorsfflallfactofies,shareaptDfetsionai 
culture and a netwoik of contacts, which do 
not guarantee trust but are sometimes a 
foundation for it. 

Social ANnutoroLoev of Exchangc 
AMD Trust 

Men a.'c able to trust one ar,oiher, knowing 
the exact degree of dishonesty they are 
entitled to expect. 

- Stephen Leacock 
Marshall Sahlins (1972), building on social 
anthropological theories of exchange which 
go back to Marcel Mauss' 77ie Gtft (1954, 
originally 1925), places what we regard as 
'economic' relations at various points on a 
‘.spcctnim of reciprocities', including social 
and moral relations not usually regarded as 
'economic' at oil, and which may or may 
not involve transferor material things. This 
spectrum ranges from 'generalised 
reciprocity, the solidary extreme' 
(Malinowski's 'puregift').through ‘balanced 
reciprocity, the midpoint', to ‘negative 
reciprocity ... the attempt to get something 
for nothing with impunity' (193-95). An 
exampleofncgalivereciprociiyisthe ‘amoral 
familisir’ w.'ifch, accc.'dir.,^ to Edward 
Hunticld. allows one to predict behaviour in 
a south Italian hilt town; 

The Montegraneii act as if they were 
following this rule; Maximise the matenal. 
shori-run advantage of the nuclear family; 
assume that all others will do likewise... In 
a society of anKual familisis. no one will 
fuither the interest of the group ar community 
except as i: is lo h:s private advantage to 
do so (LsnficiiJ I9.S8: 83-C-l;. 

Another example may be cantemporary 
Russia (where “If you catch someone with 
his hand in your pocket, he says ‘You don’t 
understand market forces”). Sahlins ailempu 
to clos-sify the spheres of social relations 
where different rules of reciprocity apply, 
enforced by economic or legal sanctions, 
public opinion, or conscience. His examples 
are from 'primitive' societies, but the idea 
is also useful in underslandirig industrial 
societies. ‘Balanced reciprocity’ refers to 
direct exchange. In precise balance, the 
reciprocation is the customary equivalent of 
the thing received and is without delay' 
[Sahlins 1972: 194]. In industrial society, 
this could be a producL a cheque, or a contract 
(but for ‘cuslomaiy equivalcm' read ‘market 
price'). Our idea of a typical 'ecanomic' 
relation is one of balanced reciprodly, 
somciinies lending towards the negitive. In 
the words of ihp economiu Robert Kintner. 
'every busineu relationship is a one-night 
stand'. 


in an ideal-type fnt market economy, 
individuals Of firnu act legally but olberwiM 
in their own self-interest, so comributing to 
the common good. Such an economy does 
not exist: self-interest it always tempered by 
con ventkms, tnm. moral pressureaiid mixed 
motives. Real successful markets lie 
somewhere between balanced and 
generalised reciprocity. 

Rexible specialisation moves the pointer 
further towards generalised reciprocity: 
Emilia Romagna it a long way from 
Banfield’s (one-sided?) picture of touihein 
Italy in the I950t. An industrial district it 
a moral community where the limiu to Irmt 
and self-interest are understood and backed 
by public opinion, as they apply to dilTerent 
kii^sof relationship: contracts, informal co¬ 
operation, competition. Here I compete with 
you vigorously; here I trust you and you can 
trust me. Or I work for you and want mote 
pay: I may even strike: at all other times I 
'nak hard, loyally and imaginatively to make 
our business a success. 

Self-interest, narrowly defined, only 
explains so much. To explain or change 
behaviour in real - not abMract - maikeu, 
we need a more complex understanding of 
motives in a culture: economic self-interest, 
the social and family reasons why people 
want money, the respect of others in a moral 
community, pride in one's work. creaUvity 
and independence. Tnist and self-interest 
can go together, provided the boundaries are 
clearly drawn. 

What Can Be Done to Bunm Tausr? 

I have described the extern and limits of 
co-operative netwotking between smaller 
finns in Bangalore, the 'real seryices' which 
exist and the use which small tirms make 
of them [for more details, see HolmArom 
1994a]. If networking and ‘real services’ ca« 
sometimes cure the loneliness of the small 
firm (as they have done with spe ct a cu lar 
success in the 'Third Italy'), wlw lessons 
are there, tor Bangalore, for India, and for 
other industrialising countries? Are there 
critical factors which allow or cncounife 
uust? What is likely to work and what is not? 
What is there to build on? Is public provision 
of real services an alternative to tnisL buill 
on it. or a way to build it and lo defiiie its 
limits? 

Experience from Italy and elsewhere 
suggesu that the provision of 'real rervices* 
is only likely to be effective when there is 
strong specific local demand for a pankuiar 
service: otherwise well-meanifig aaempts to 
guess the demand, and to provide a broad 
spectrum of possibly useful services, are 
probably a waste (teflon and public HMHMqf 
[see Nadvi 1994; 222.237]. But once Yol 
services'exist and are used, they CM be the 
basis for building up and encoongiaflnuL 
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They are object lessons in the possibility of 
common action, and an incentive to organise 
more of it. This applies even where the state 
apparatus is sometimes ineffective and 
sometimes corrupt, provided thereareenough 
people in it who are moved by professional 
pride and an ethic of public service. 
Fortunately this is still the case in India. Nor 
is the national or local state the only supplier 
of‘real services': ifeonsortia or associations 
of small firms do not take the initiative, 
voluntary organisations like the NTTF can 
do so. 

Bangalore's successes and failures suggest 
practical steps which those in a position to 
decide - governments, entrepreneurs, trade 
or voluntary associations, unions - might 
take to build successful industrial districts, 
in India and other developing countries, and 
to show entrepreneurs and their workers 
how to break out of dependence on large 
films for markets and deigns, etc. or how 
to turn that dependence to their advantage. 

(1) Improvt and invest in ‘real services' 
(training, advice, technical services, 
consultancy, help with marketing, etc) 
provided by public institutions. But which 
public institutions can give the best value 
for money? 

While state intervention docs not actually 
create industrial disuicts, such assistance, 
particularly in the form of ‘real services', 
can be critical in ensuring the overall success 
of small-firm clusters which liickthe capacity 
to generate internally support infrastructure... 
Such programmes are likely to be mure 
effective if formulated by levels of 
government which are politically routed 
within the community, in much the same 
way that the industrial cluster is socially 
embedded; moreover, they must actively 
involve the participation of those to whom 
they are directed through representative 
secloral associations [Nadvi 1994:237]. 

A fine principle, but hard to act on where 
local government is weak, in places like 
Emilia Romagna, local government has 
provided many of these services, and helped 
consortia and trade associations to provide 
others. However local government in Emilia 
Romagna is notably efficient and free from 
corruption. This is not always the case in 
India, or in other regions of Italy. 

in Bangalore, nfost ‘real services’ are 
provided by agencies of the national or slate 
governments. Some agencies, like the SISi, 
Mlow an all-India pattern; others, like the 
CMTI, are unique: Bangalore is lucky to 
have them. There are also specialised research 
institutes, entirely or partly supported by 
public funds. The initiative is not local, but 
il<c impact is. 

(Vw institution could serve as a model for 
the I rovision of training and consultancy. 
The NTTF is a voluntary association, 
aupp* rting itself from its own factories and 


receiving no state funds, with two of ill 
seven training centres in Bangalore. Several 
slate governments have approached the 
Foundation for advice on the possibility of 
establishing centres on the NTTF model: a 
training, design and consultancy service, 
supported by production in its own factories 
and from fees. It is not clear whether anything 
will come ofthe.seiniliatives. Bui if this were 
done, is it dcsirable-orpossihle-to combine 
accountability with the independence from 
.state interference, which the NTTF regards 
as a key element in its success? 

(2) Target public simuling and incentives 
more effectively: E)cvclop more pr.ictical, 
corruption-proof and influence-proof 
machinery for intervention by national, slate 
or liK'nl governments. Past policies designed 
to promote ‘small-scale industries' have 
sometimes been indiscriminate, helping the 
cfTicicnt, the inefficient and the fraudulent 
equally. This is now generally recognised 
in India. There is however the problem ol 
making incentives more selective while 
avoiding party or communal pressures, and 
corruption. 

(3) Foster co-operation between entre- 
pfrnn/rs . especially in marketing and product 
development: caster said than done, when 
they are often so suspicious of each other. 
Indian entrepreneurs can see the advantage 
of consortia for marketing, sometimes fur 
common services like testing, and for research 
and development of new products. Yet 
consortia arc difficult to get off the ground, 
becauseof suspicion and the personal tensions 
which arise when fiercely independent 
entrepreneurs make a sincere effort to work 
together. 

Support consortia and other joint efforts, 
building on the success of a few (Anco in 
Bangalore, pump manufacturers in 
Coimbatore) and holding them up us 
examples of what can be done. Encourage 
informal networking and a mutually 
beneficial division of labour between firms, 
even those which sometimes compete among 
themselves. Trade associations, based on 
particular industries or localities, arc 
sometimes one way to build confidence and 
trust, a moral community with sanctions 
against cheats and free riders. 

What are the bases for trust? Kinship and 
birth community (casle or religion) are often 
effective, but exclusive. Other bases to build 
on arc links between business associates; 
between colleagues who worked together in 
big firms, or in public agencies, before starting 
their own business; or members of social- 
and-philanthropic clubs like Lions. Thcs«^ 
people are open to new ideas and anxious 
to hear about new methods (like Japanese 
management). They see themselves as 
innovators. And this is a propitious moment 
in India, because of liberalisation, an 
awareness of new problems and oppor- 


' tnnities, that there,pan be no going back to 
the old days of permits, quotas, and 
bureaucratic string-pulling. PuMic agencies 
could moke a concerted effort to spread the 
message: not just a vague message that trust 
is a good thing, but a constantly updated 
appraisal of successes and failures of 
collective action. 

Emphasise Ihe importance of defining the 
limitsoftrust indifferent typesof relationship, 
the spheres in which' different rules 
legitimately apply: formal contracts, informal 
ctvoperuiiun. competition (in Sahlins' terms, 
the borders between balanced reciprocity 
and something more like generalised 
reciprocity). This emphasis on trust - rather 
than power within a hierarchy - applies not 
only to relations between entrepreneurs, 
but between employers or managers and 
their workers. Distinguish participative 
management, with the potential to draw on 
workers' talents and imagination, from the 
paternalism which some Indian employers 
still hanker for: the myth that there are no 
conllictsofinterc.st, that the firm isanorganic 
unit likean idealised family. As with relations 
between firms, useful trust needs to be ba.sed 
on clear dcHnilion of where i nleiests coincide 
and where conllict isrecugnised, with ground 
rules for managing conllict. This may mean 
coming to terms with unions rather than 
trying to keep them out: collect! ve bargaining 
con define Ihe limits and (ule.s of conflict 
(even including strikes). 

These arc not just abstract reflections on 
what would be desirable, but proposals for 
what can be done, and who should do it: the 
various public agencies charged with 
stimulating industrial growth in general, and 
small and medium enterprises in particular: 
research and consultancy institutions, public 
or private: business associations, local andf 
or sectoral (sectoral ones are best); social 
clubs; and trade unions. Smaller firms have 
no great virtue in themselves, but a cure for 
their loneliness can lake us some way to¬ 
wards curing the real diseases of poverty, 
unemployment and tedious work. 

[An earlier version of this paper was submitttd 
toawork.shopun' Industrialisation, urgonisalion, 
innnvalions ukI institutions in the south' organised 
by the European Association of Development 
Institutes and Ihe Vienna Institute for 
Development and Co-operalion. held at Vienna 
in November 1994. Hubert Schmitz made helpful 
comments on my poper. The BriiishCouncll gave 
me a uhvel gram to attend the workshop in 
Vienna. 

My greaiesi debt is to people in Bangalore who 
gave up ihuu’ time to talk to mu, and trusted me 
with iheirconfiJence. The Overseas Develupmcnl 
Administration paid my research and subsisience 
costs; the Department of Human Geography at 
Amsterdam University paid my fare to India: and 
the School of Development Studies at the > 
University of East Anglia gave me study leave. 

In March 1994 the French InttituMof PondtcheiTy 
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koMtd a woik i i^ on flexible i|i e clai l Mi l o « In 
bAa, ot|Mited 1^ PWiipiie Cadm and myielf, 
when I pwa cn ied aaather paper oa Baapkn 
IHoInMtioai 1994b] to an audience of Indian 
and forei|n te a e ar ch en . lome of wtiom have 
oootdbeled to a book which will appear loon.) 
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CENTRE FOR STUDIES IN SOCIAL SCIENCES, 
CALCUTTA 

. CULTURAL STUDIES WORKSHOP 

The Centre for Studies in Social Sciences, Calcutta, will hold 
the third All India Cultural Studies Workshop from January 
IS-20, 1998, in Shopal. The theme for this year's Workshop 
is ‘Culture and the Disciplines' where the focus will be on the 
way\ in which the various social science and humanities 
disciplines have attempted to understand the institutions and 
practices of culture, especially in India. The workshop is intended 
to give young researchers the opportunity of intensive discussion 
of their work with senior scholars. The faculty will include 
distinguished scholars from India and abroad. The CSSSC will 
bear the expenses of rail travel within India for all participants 
and will extend full hospitality to them in Bhopal. 

Post-doctoral or doctoral students, preferably under the age 
of 3S. who wish to join the workshop may apply with c.v. and 
a description of their current research. Applications are to be 
sent by October 30, 1997 to the Registrar. Centre for Studies 
in Social Sciences. Calcutta;, 10, Lake Terrace, Calcutta- 700029. 


L-19 


Boonondc and MHical Weekly August 30. 1997 




INDIAN INSTITUTE OF MANAGEMENT 
AHMEDABAD 


FELLOW PROGRAMME IN MANAGEMENT 

BEGINNING JULY 1998 


(Racognized m equivalent to a Ph.D. by the Aesoclation of Indim Univenitiea and the Minietry 
of Huntan ReeourM Development* Government of India) 

8PECIAIJZATK)N OFFERED: Agrteultute; Economics; Finance a Accounting; lnlwrmallonSye>Btw»;ilvilietlnq; 
Otganhadonal Behaviour; Per so nnel and Industrial fWetlons; Production and Qu a ntit s tlyelllsthods; and 
Pubic Systems. 

• Aims to provide high quality education to students to become distjnguished teachers, trainers, and 
researchers in the field of management. 

• A majority of the Fellows of the Institute have joined as faculty members in IIMs and reputed management 
institutes in India and abroad. Others are in cortsulting and the corporate sector. 

EUQIBIUTY: (1) A second class Master's degree in any discipline with at least 55% marks or an equivalent 
professional qualification. Those appearing for the finai Master^ degree examination can also apply subject to their 
completion of the degree requirements before the programme begins, or 

(2) B.E./B.Tech., with at least 60% marks followed by two year work experience before the programme begins. 

FINANCIAL ASSISTANCE: 1997-98 Fellowship amount covers tuition and other academic expenses (Rs. 36,900) 
and in addition provides Rs. 33,600 towards living expenses including boarding and lodging. Contingency 
affowanoe of Rs. 10,000 per annum. (AH amounts are likely to go up during 19^99.) 

JUWnN6FORFPMReQUIRESCOH0‘LETK)NOFTmSl^ 

STEP ONE. Take the Common Admission Test (CAT) on Oecetifoer 14,1997, at centres mentioned in CAT Bulletin. 
(PGP alumni from IIMs arc exempt from CAT. Applicants residing abroad can give their GMATScore, not older than 
one year.) 

• Last dale for iHue of CAT BuOatin at the SBi Branches : 0 aplernber27,1997 

( P laaaa r ef sr CAT Advertiseme nt ) 

• Last dale tor receiving compMad CAT forme at Mis : October 13,1997 

STEP TNO Obtain FPM Application forms free of cost from Programmes Officer (FPM), IniSan Instituto of 
Menegsment, Ahmedabad 380 015 (ty serxling a seif-addressed slip) after October 13,1997. Applicants may 
indfoate up to to three choices of spe^zatkxi. Separate FPM application forms have to be filled in for each 
specialization. 

• Laat dale tor lacaivIrM ooriHSloled FPIA Aooltealton tormfslat NMA : Dsosmbsri. 
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ILO Initiative on Contract Labour 

Bagaram Tuipitk 

When governments of developing countries are increasingly adopting policies depriving regular workers of 
job security and promoting contract labour in the name of labour market flexibility, it is in the interests of 
all working class to devise strategies together to roll back the so-called economic reforms. 


A WELCOME development relating to the 
fast proliferating practice of employing 
contract labour in industries and services 
all over the world, is that it will feature as 
a substantive subject to be deliberated upon 
at the annua] conference of the International 
Labour Organisation (ILO) this year. The 
aim will be to eventually adopt suitable 
instruments: convention and/or recom¬ 
mendation fordiscouraging the proliferation 
of this system, and for regulating the 
conditioasof employment and work of labour 
employed under the contract labour system. 
That contract labour features on the ILO 
conference agenda as a substantive subject 
is itself a recognition of the fact that the 
contract labour system exposes the workers 
concerned to severe exploitation without 
effective means of protecting themselves 
against such exploitation. It is also a 
recognition of the fact that regular employees 
of industries and services are also adversely 
affeeted by increasing employment of 
contract labour. 

It is not as if contract labour had never 
featured in the deliberations of ILO. Some 
thought was given to it in the course of 
discussion of a few earlier ILO instruments. 
Those referetKes, however, were incidental 
to the discussion of other subjects and not 
substantively focused on the conditions and 
problems of contract labour as such. 

Action preparatory to the actual discussion 
of the subject this year was launched by ILO 
several months ago. A questionnaire seeking 
factual information and the views of member 
govemmerns on the subject was issued from 
the ILO ofTice. A number of countries have 
already sent in their replies to this question¬ 
naire. Regrettably, however, government of 
India has not done so yet. It is no secret that 
theso-caliedeconomic reforms launched by 
our government in 1991 aiming, inter alia. 
at the promotion of a free market, view the 
Indian labour market as an excessively rigid 
one. Official efforts have been directed 
towards introducing greater flexibility in the 
labour market, in other words, to make it 
easier for employers to hire and fire workers 
freely, and to regulate wages and other 
service and working conditions and labour 
-osts in order to maximise what they view 
as theircompetiti veness in the global market. 


Comract labour already provides employers 
with a highly flexible system of employment 
which fits in well with the objective of a 
flexible labourmarket. Any move to regulate 
the contract system and provide greater 
protection to the jobs and service and working 
conditions of contract workers would 
naturally be viewed as running counter to 
that objective. The indi^erence of our 
government in replying to the ILO 
questionnaire on contract labour may have 
this as the background. 

As a part of the preparations for the ILO 
conference deliberations, ILO regional 
offices are collecting factual information, 
views and suggestions of all coiKerned on 
the subject. A seminar of trade union (TU) 
representatives from India was sponsored as 
a part of these prepanuions and was held on 
March 26-28, 1997 in Mumbai. About 23 
leaders from the majOT national centres and 
few resource persons participated in the 
seminar which had before tt two status studies: 
one relating toemploymenlof contract labour 
in the public sector and the other relating 
to the construction industry. The former 
study ws done by the Maniben Kara Institute, 
an associate of Hind Mazdoor Sabha. and 
the other by hcNICMAR under the direction 
of K N Vaid. 

The study relating to the public sector 
drew information from .some 27 medium and 
large enterprises mosllyinthecentral sphere, 
it showed dearly that employment of contract 
labour not only existed in all the entetpnses 
studied but that it has, with very few except¬ 
ions, proliferated and become more extensi ve 
during the past decade. The proportion of 
contract labour to the regular employees 
varies from unit to unit but generally ranges 
between 20 and 40 percent However, at one 
extreme it is of the order of hardly 2 per cent 
while at the other extreme, as in the new 
Indira Gandhi Port and the international 
airports, the number of contract workers is 
double that of regular employees. 

Other significant features revealed by the 
study arc as follows. The principal reasons 
for proliferation of the contract laboursysicm 
ate: (i)Thecostof employing contract laboui 
is way bdow that of an equivalent regular 
labour force. This is because wages paid to 
contract workers are far lower Uum those 


paid to regular employees, the gap bmng 
rarely less than 40 per cent and often as large 
as 70 per cent of the regular workers’wages. 
Besides, the fringe and terminal benefrts 
payable to contract Idrour are very few if 
atall; (iilContractlaboorhasnojobsecurity 
thereby giving to the ptindpal employer a 
high degree of flexibility in the volume of 
labour employed: (iii) Enforcing high work 
norms on contract labour is easy since such 
labour is highly vulnerable to sumimuy 
dismissal; (iv) It has also been reported that 
during recent years, governmeiM imposed a 
freeze on fresh recruitment of regular 
employees and hence many public sector 
units are compelled toemploy contract labour 
to make good the vacancies in tegular cadres 
and also to meet contingencies inthe volume 
of work to be performed; (v) in most ututs 
it was found that work which is peremial 
and essential part of the wort of the unit 
is given out on contract in flagrant violalion 
of the relevant law. Such work includes 
maimertance and actual operatioii of equip¬ 
ment. transportation of materials within 
and outside the premises of the unit,ckaniog 
atrd housekeeping, watch atxi ward duties, 
canteen work attd so on. There are cases in 
which contract workers are employed in 
clerical work.stenography.offkeeq uipm e m 
operatkmatKl soon. Thepraciioeoffarmiiig 
out production of parts and components that 
gointotheumts' productsisalso Widespread; 
(vi) A set of contractors tctnaiiis on the aoeae 
inmanyofthe units bidding for and securing 
contracts of work as they arise. A bulk of 
the labour working urxler co n tracto ra also 
generally ramains on the scene though 
i ndividual workers ntay work under diffierau 
contractors from time to time and abo on 
dirferent jobs; (vii)Contract labour is latgely 
non-unionised because workers fear 
victimisation at the hands of the cont ra ctor s 
if they try to form unions. But in afew units, 
they are unionised usually with the active 
help frim the unioitt of regular enqiloyees. 
In some cases, contract wQikersareoigantsed 
in the same unioos as the regular employees. 
There are also iastanoes of unions of nqittlar 
enqiioyees raising and pressing demands on 
behalf of contract workers, in all such cnaes 
it is found that wages, other bendte and 
working conditions of contract woikcn are 
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sigidflcantly betterthan wheretheie wotkers 
ateentifely non-uniontsed, although still for 
below those of tegular workers. 

By far the largest proportion of contract 
labour works in the construction industry. 
In I99S-96. out of an estinuUed 12.9 million 
workers in construction, 10.7 million were 
contract workers. The study on this industry 
showed that jrd) opportunities in this industry 
arerelati vely grxrdeven for unskilled woiken 
while skilled workers are in great demand 
everywhere. Because of this situation in the 
job market, wages even for unskilled workers 
are not too low while skilled workers ate 
virtual wage-makers. But since both 
categories work under contractors, there is 
no security of employment nor any kind of 
fringe bertcfits or any social security. Work 
is very hard, working conditions harsh and 
living conditions deplorable. Man and wife, 
both, and often even children, work and the 
entire family lives at or near the site of work 
in makeshift shelters, moving from place to 
place as the work site shifts. The workers' 
children have liule access to any opportunities 
of education. The contractor employing the 
workers have little interest in training them 
to upgrade their skills, productivity and 
earnings. Workers have to acquire skills on 
the job through years of actual work. 

The study revealed that construction 
workers are largely illiterate, drawn from 
scheduled castes or tribes, backward 
communities and Muslims. Women 
constitute as much as a fourth of all 
construction workers under contract. Almost 
90 per cent Of these workers work in 
ctmtruction because they have no other 
cHUbe and also because entry in this industry 
is relatively easy. 

luEiTEmvE Legislatjon 


In 1970, government of India enacted 
legislation purporting to abolish/regulate 
employment under the contract system. But 
the unanimous view of TUs in the public 
sectoris that the act has given little protection 
to contract labour, but, on the other hand, 
has foreclosed some avenues of ledress which 
were available to them before the coming 
of the act. Thus, prior to the passing of the 
act, contract workers or trade unions of 
regd|hr workers could make formal demands 
on the principal employer for the abolition 
of the contract system in specific jobs and 
for regularisation of the contract workers as 
employees of the principal employer. 
Procedures under the Industrial Disputes 
Act could be resorted to if the employer did 
not concede the demand and the dispute 
could go to adjudication where the i ndustrial 
tribunal could make an award directing 


abolition of the contract system and 
regularismion of the workos cortcemed. 
The act foreclosed this avenue and instead 
provided for the setting up of advisory 
committees at the central and state levels to 
investigate into complaints of unjustified 
employment of contract labour and to make 
recommendations to the concerned 
government as to whether the system 
complained against was in fact unjustified 
and needed to be abolished. The appropriate 
government is empowered to issue 
notification for abolition of the contract 
labour system in specific cases where so 
recommended by the advisory committee. 
Such notifications when issued can be 
contested by the principal employer in the 
appropriate high court and, in appeal, in the 
Supreme Court of India. This whole process, 
it has been found, is so time-consuming that 
it provides no effective protection to the 
contract workers concerned. It must be 
conceded, however, that where the worken 
and unions concerned display the necessary 
determination and tenacity to pursue their 
complaints through all the tortuous legal 
procedures under the act and the subsequent 
litigation up to the Supreme Court, the courts 
have done justice to the contract workers in 
the specific cases. 

The studies for both the public sector and 
the construction industry brought out the 
fact emphatically that the enforcement of the 
contract labour (abolition and regulation) 
act is far from effective. While one reason 
for the poor enforcement is the laxity of the 
government enforcement machinery, it was 
found that conditions in construction are 
such that enforcement of the act is inherently 
difficult. The bulk of contractors in 
construction who actually do the work often 
as subcontractors of large construction 
companies, are small and are not themselves 
conversant with the requirement of laws. 
They are inclined to avoid the botheration 
arxl costs involved in observing laws. The 
contract workers themselves being largely 
illiterate and unorganised, are equally 
ignorant of their rights under law. 

Apart from the two main studies, the 
seminar had before it some notes on contract 
labour presented by representatives of the 
participating organisations. The seminar 
participants dividing thenuelves into three 
separate groups framed answers to the ILO 
questionnarie on the subject, suggested 
amendmenu to the proposed conclusion^for 
the convention and recommendation on 
contract labour and examined the 
effectiveneu and impact of existing laws 
and practices on the subject and appropriate 
TU reponses to them. One group strongly 


recommended that all TU otganlsatjoiia 
should not only commit themselviM, but 
should be seen to be committed to furthering 
the cause of contract labour. It was also 
considered desirable that wherever possible, 
TUs of regular workers should throw their 
membership open fo|^ contract workers 
employed in their unit. Where this is not 
possible for any reason, the regular 
employees' unions should help contnu 
workers in all possible ways to form tlicir 
own unions. Such help should be financial 
as well as organi sational and t hrtNjgh traini ng. 
It was also recommended that a parliamentary 
committee should be set up to review the 
working of the contract labour act. 

While welcoming this initiative of the 
ILO, one cannot fai I to be struck by the irony 
that it is coming at a time when under 
pressure of other international agencies, the 
governments of many developing countries 
are increasingly adopting policies calculated 
to deprive even regularworkersofjob security 
and place restraints on increases in wages 
and other benefits in the name of llcxibility 
in the labour market and international 
competitiveness of their industries. The real 
ta.sk in protecting the interests of contract 
and other nnn-regular labour in the organi.sed 
sector and of labour in the non-formal sector 
at large is to resist and roll back these so- 
called economic reforms, 
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Ik^de Unions and Class Mobilisation of Workers 

Towards a Theory of Sodal Polarisation and Mobilisation 

PravinJPiad 

On the basis of a historically specific case-study of industrial relations in a manufacturing plant, this article 
attempts to extrapolate wider theoretical implications regarding two social processes, namely, social polarisation 
and social mobilisation. The social legitimacy of the employers gets eroded when workers, spread across different 
locations of a company, align to articulate their grievance of relative deprivation. Further deepening of social 
cleavage within the organisation takes place when the labour leadership takes up programmes to mobilise workers 
into collective action and remits support for its demands from macro structures like political parties. 


I PRESENT here a case-study of industrial 
relations with special reference to a strike 
in a factoo'-’ Although, methodologically, 
a case-study has to be historically specific, 
it can be fruitfully used to extrapolate wider 
theoretical implications of the data by going 
beyond mere description of an empirical 
reality. My object! ve, therefore, in presenting 
this case-study, is to analyse and explain the 
dynamics of social polarisation and social 
mobilisation, the two analytically separate 
but empirically interrelated processes, which 
transform social bonds within a formal social 
structure. To be specific,! intend to explain 
how, on one hand, social cleavages are created 
between the workers and the employers 
within a plant, and how, on the other hand, 
the diversely located workers in the social 
structure of the industrial plant, coming from 
hetcrogenectis rrciul background, arc 
transtormed into a collectivity capable of 
acting in unison against their more powerful 
opponents, nainel;,. the employers. 

I 

Social Structure: Polarisatiou and 
Mobilisatior. 

Social structure of an industrial plant, like 
that of any other formal organisation, corts ists 
of several interdependent social statuses and 
roles. As Merton has pointed out, a person 
holdingthesamc status-position has an array 
of roles (rolc-set) vis-a-vis others holding 
different status-positions within the same 
structure.’ For example, a worker (status- 
position) has to interact differently, in the 
same factory, withdifferem status-occupants 
such as co-worker, supervisor, manager, 
union representative and so forth. Thus, role- 
set is a kind of interdependence within a 
structure among different status -occupants, 
which integrates the structure, and, at the 
same time, creates tensions due to the 
problems of articulation among these 
different statuses' On the other hand, an 
individual also simultaneously belongs to 
several structures, and therefore, holds a 
complex of status-positions (status-set).* Fdr 
instance, the same person can be a worker 
in his factory, fathw in his family, citizen 
in the society, member in a political party 
or a trade union, etc. And, just as role-set 


is a source of functional as well as 
dysfunctional consequences, within the same 
structure, the status-set is a source of such 
consequences in the larger society, since the 
status-set is a form of interdependence among 
several sub-structures of a suprastructure.’ 

Social actors having such a complex of 
statuf.-sets and role-sets have to often 
strive collectively to achieve common 
organisational goal(s) within a structure like 
a production plam. Co-ordination of their 
efforts, in such a situation, depends upon 
cohesiveness among them. The greater the 
cohesiveness, thegreater the commitment to 
common goals, and vice vena. 

Nevertheless, i: i.s also a recognised fact 
that the differences in goal orienutions of 
social actors tend to be patterned, if not 
determined, by their diverse location in the 
social structure. Because, as Merton notes, 
differential location in a social structure 
entails conflicting as well as common 
interests.* Hencif workersof nplant, having 
different inteiesL; than the interests of iher 
employers, deTitie the situation ;n opposition 
to that of their employer’s definition, then 
social cohesion in that plan', can be 
endangered, and polarisaticn may emerge 

.Social polarisation is a process whereby 
a siKTial unit is divided into two diametrically 
opposed sub-units, such as ingroup and 
outgroup or what Merton calls ‘insiders' and 
‘outsiders’.’ This leaves little space for the 
individual members to remain neutral, or to 
hold intermediate position. In such a situation 
each sub-unit tries to sharpen its boundary. 
And, one of the socio-psychological 
mechanisms to do so is: outgroup hostility. 
As .Sherif has experimentally shown, the 
greater the outgroup hostility, the greater the 
ingroup solidarity.* 

The resultant emotional structure of such 
intergroup conflicts has other cognitive and 
epistemological consequences leading to 
contending claims to group-based truth, as 
indicated by Merton.* ’Ihought and its 
products become functionalised; they are 
interpreted in terms of their socio- 
psychological sources and functions.'**This 
has a normative dimension too. Since the 
truth-claims of a group become self- 
confirming, the group metoben are expected 


to reject any contradictory evidence, or view, 
as a mark of their ingroup loyalty. Thus, 
social polarisation is accompanied by 
cognitive, ideological, and intellectual 
polarisation. As a result, the social 
polarisation within the unit gets reinforced 
and the sub-units are emotionally 
compartmentalised into “we” and ‘yfaey” 
or. in the case of an industrial conflict, into 
“anti-establishment" and “pro-esiablish- 
ment” cleavages. 

But. the employers and theirallies, namely, 
the manageri al elites, who have greater fom^ 
power and higher social status than the 
workers, generally resist any effort by 
workers or their unions to polarise the plant 
which may jeopardise the collective pursuit 
of the organisational goals set by them. In 
such an asymmetrical relationshipil becomes 
difficult, if not impossible, for the workers 
and their unions to create a space for their 
orientations which may endanger social 
cohesion of the piam. This is paiticulariy 
true lor a union trying to organise workers 
against the wishes of the employers, since 
tucIi an effort is generally treated by 
employers and the managerial elites as a 
revolt against thei r authority. Therefore, they 
often remain vigilant, and try to smash any 
such move as soon as it ts detect e d by them. 
In such a situation, to mobilise workers to 
join a risky action, like a strike, is Hill mote 
difficult. Because, those who go on strike 
often have to pay a heavy price either by 
losing their wages for the strike period or, 
at times.even by losing them jobs. Moreover, 
since strike also affects larger society it is 
regulated by law in moH of the sodeiies. 

Nut surprisingly, therefore, in the history 
of the labour movement, strike is cnisidcred 
as a heroic act on the part of the workers. 
As Ross and Hartman note:" 

The strike has been a classic feature of 
industrial relations since the early days of 
the'.hbour movement. J uM as political history 
is chiefly built around wars, i large part of 
labour hiHoiy is a recounting of nuyor 
strikes. Picketlinc struggles have i proud 
and prcriiiineni place in the lore and symbols 
of unionism... 

Apart from the heroic value of such an 
action, it raises a sociologically significant 
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questHHi: how. and under what specifiable 
social conditions, a polarisation is created 
in a normally integrated system of 
relationship between the employers and the 
workers? 

Sociologists have recognised that group 
boundaries are not fixed, that subgroup 
formation within a group is a natural pro¬ 
cess, and that these processes have certain 
socio-psychological consequences. Never¬ 
theless, so far, very little is known about the 
actual dynamics ^ conditions of shifting 
group boundaries leading to polarisation, 
and formation of ingroup and outgroup 
within a social unit. Therefore, a study of 
social polarisation within a formal structure, 
like an industrial plant, involving asym¬ 
metrical relationship, assumes a special 
significance. 

Another important problem which needs 
attention is; how i s the obviously fragmented 
category of workers, employed in a plant, 
transformed into a unified collectivity, 
transcending several occupational divisions 
and primordial loyalties? 

In this connection, study of social 
mobilisiuion is useful. Because mobilisation 
is a social mechanism by which existing 
frontiers of ingroup and outgroup can be 
manipulated and, therdsy, social bonds in 
a given system of relationship can be 
maintained or changed. There have been a 
number of studies of industrial relations and 
trade union movement in India’’ and 
elsewhere." But few, if any, attempt to answer 
such questions as: how do the union leaders 
enlist support of the workers? How do they 
motivittive them to commit their personal 
resources like time, money, efforts, cu;, for 
collective use? How do they prepare them 
to take risky action like strike? In short, the 
actual process of mobilisation of wotkers 
has yet not been examined in greater details. 
Such a study of mobilisation is also signi¬ 
ficant at a more general level because all 
collective actions like wan, revolutions or 
social movements necessarily involve 
mobilication. 

The concept of mobilisation was initially 
used in military.'* Later on, however, it has 
been used to connote much wider societal 
efforts for development and modernisation. 
For instance, Karl Deutsch describes 
mobilisation as a macro-level process by 
which a people’s traditional commitments, 
such as social, economic, and psychological. 
areeroded for sod arising them in new patterns 
of behaviour.” Moreover, the concept of 
mobilisation is also used to explain laige- 
scale movements or revolutions.” In 
whatever context it is used, the concept of 
mobilisation denotes, in general, a process 
through which private resources, di^sed in 
several sub-units, are made available for the 
collective use of a unit to enhance its power 
and capability to act.” The resources 
mobilis^ nuy be of different types, ranging 
from human power (in terms of number) to 


material (such as money and other assets), 
to psychological (such as cognitive and 
motivational commitments of the members 
nuibilised).” 

Marx and Engels were perhaps first to 
recognise the importance of mobilisation, as 
a social mechanism, in the process of 
revolutionaiy change, while explaining the 
class conflict in apolarised capitalist system."’ 
According to them, economy shapes the 
political activity of social classes having 
opposed class interests. Therefore, class 
conflict is inevitable in any capitalist system. 
But, the variation in the occurrence of class 
conflict is determined by two intervening 
variables, namely, ideology and political 
mobilisation. 

Ideology is a subjective factor, but an 
important political weapon. The class which 
becomes conscious of its interests develops 
the capacity to act in uni.son to enhance its 
interests. A class which controls the means 
of mental production has a control over 
major political power, because it is able to 
control the types of ideas to be produced. 
Therefore, the ideas of the ruling class become 
the ruling ideas. Thus, as Marxists argue, 
through religious or nationalistic ideology 
the ruling bourgeoisie can succeed in 
producing false consciousness among the 
workers, and thereby, in preventing the class 
conflict. 

Another variable, identified by Marx and 
Engels, is political mobilisation, which, 
unlike ideology, is an objective factor. 
According to them, participation in politics 
is a physical act, which requires resources, 
such as; (a) transportation, (h) communication 
networks, (c) money, (d) physical force, and 
(e) economic surplus necessary to generate 
leisure for such mobilisation. They asserted 
that political mobilisation and organisation, 
rath^ than sheer number, generate power. 
Therefore, a relatively small but highly 
mobilised and organised group of capitalists 
can control the .state as against the numerical 
majority of workers, which is unmobilised 
and unorganised. 

Control over means of production by 
bourgeoisie reinforces their political power 
and vice ver.sa. In normal circumstances, as 
Marx and Engels argue, this systemic 
relationship between economy and polity 
operates circularly. But, the evolving 
contradictions within the capitalist system 
lead to an economic crisis which alters this 
chain of relationship between economy and 
polity due to: (a) increase in the numW of 
the proletariat and corre.sponding decrease 
in that of the bourgeoisie, (b) weakening of 
the ruling-class ideology, and (c) a shift it> 
the material means of mi^ili.sation in favour 
of the proletariat. 

However, Marxism, being a philosophy 
of praxis, also emphasises the mobilising 
role of workers' organisations, namely, the 
trade unions and the communist party, as the 
vanguard of the revolutionary process. 


Although Marx and Engels considered trade 
union as an organised effort of workers to 
build a resistance against the bourgeoisie 
exploitation they were aware of the limitations 
of sheer economism of trade-union 
movement and that of the labour aristocracy. 
Nevertheless, they were optimistic about the 
political consequences of the economic 
movement of the trade union, because they 
considered trade unions as schools of 
solidarity providing primary training to 
workers for class war. Besiks, they also 
simultaneously emphasised the mobilising 
role of class-conscious intellectuals and the 
communist party, the point which was further 
reiterated by Lenin.“ 

Ralf Daherandorf, who differed in several 
respects from Marx and Engels in formulating 
his conflict theory, has also recognised the 
importanceof mobilisation. He has identified 
the following conditions, which mobilise, 
what he calls, a 'quasi group' (analogous to 
Marx's concept of class-in-itself) into a 
'conflict group’ (analogous toMarx’sconccpt 
of class-for-itsclf); (a) technical conditions, 
such as, a leader and ideology, (b) politiciil 
conditions, such as, sufficient political 
freedom in the larger society, and (c) .social 
conditions, such as, communication among 
the group members.” 

Rciteratingthcsignillcanceof mobilisation 
Charles Tilly has argued that conllict and 
power arc the functions of resources 
mobilised by particular interest groups.” 
Tilly developed his theory of resource 
mobilisation partly as a polemic again.sl the 
psychological explanation of the 
revolutionary protest given by the theory of 
relative depnvation. The theory of relative 
deprivation explains the rise of organised 
discontent, or revolutionary protests, by 
emphasising the causal significance ot 
psychological Irustrntion arising frum 
deprivation relatively perceived by the 
participants.-’' According to Tilly, however, 
psychological sense ofdiscomfort stemming 
from deprivation and oppression, absolute 
or relative, is nut sufficient to give rise to 
an organised protest-movement, without the 
mobilisation of organisational resources. He 
found that the strongest movements occurred 
when organisational conditions such as 
communication were present. 

However, Theda Skoepol has criticl.scd 
the resource mobilisation theory of Tilly as 
an inadequate explanation of revolutions. 
On the basis of her study of three great social 
revolutions, namely, the French revolution 
(1787-1800), the Russian revolution (1917- 
1921), and the Chinese revolution (1911- 
1949), she has argued that political debility 
of the state, more than the mobilisation of 
resources by the revolutionary groups, played 
a crucial role in bringing about thc.se 
revolutions.’* Validity of Skockpol's 
assertion cannot be disputed. Earlier Smclser 
also had made a similar point, though 
differently, by asserting that structural 
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conduciveneu is one of the determiiunu of 
the episodes of collective behaviour.*’ 

However, Skocpol's at;gument can be 
reformulated as follows, to throw light on 
a complementary dimensionof mobilisation, 
namely,demobilisation; the dominant ruling 
elites are more mobilised so long as they 
have control over the state-power, and the 
breakdown in their control over the state- 
power implies their demobilisation, which 
makes them incapabieof resisting any attempt 
to overthrow them. 

On the other hand, Amitai Etzioni has 
drawn our attention to still another, but a 
related phenomenon, namely, counter- 
mobilisation.** According to him the 
mobilisation of a collectivity enhances its 
capacity to act. This also implies simultaneous 
demobilisationof another collectivity within 
the same structure, as the latter’s power is 
being challenged by the mobilised 
collectivity. This, in turn, triggers off the 
process of counter-mobilisation by the 
demobilised collectivity to counteract the 
challenge of the mobilised one. 

Some propositions about mobiiisation 
formulated by Etzioni also need to be 
mentioned here.-'* According to Etzioni. in 
normal circumstances, the mass membership 
of a collectivity is only marginally active, 
even in the so-called active society like the 
US. But, during a crisis, (he level of active 
participation increases due to mobilisation. 
While explaining differential levels of 
muhilisalion of different collectivities. 
Etzioni notes that a collectivity which is 
lower ill status-and-powcr-hierarchy finds it 
more difficult to mobilise itself than u 
collcclivity which ranks higher. Bccau.se, 
lower collectivities arc not only low in assets 
but also less in command of themselves. 
Besides, the higher collectivities use their 
rc.sources and power to consolidate their 
own positions as well as to constrain the 
level of mobilisation of the lower 
collectivities. In addition, Etzioni notes, the 
elites of low collectivity may hesitate more 
to challenge the elites of the higher 
collectivities, if their past experience of such 
a mobilisation is not pleasant. 

But, Etzioni hastens to add that being 
lower in social hierarchy, in itself, explains 
only in part the level of mobilisation of a 
collectivity. Because, mobilisation, according 
to him, is also a function of other macro¬ 
level factors such as; (a) creation of imbalance 
in a system of stratification, (b) decrease in 
one or more kinds ofresourcesofacollectiviiy 
leading to its downward mobility, and (c) 
availability of the help of external elites to 
launch the process. These formulations, 
however, are not radically different from 
those of Marx, Engels and Dahrendorf, 
mentioned above. 

But, Etzioni's distinctive contribution is 
in the analysis of the actual process of 
mobilisation. The process of m^ilisation, 
as vividly described by Etzioni, is analogous 


to burning a huge and damp wooden log, 
which, unlike putting a lighted matchstick 
on gasoline, is a slow and uneven proceu. 
Initially only a few imbalanced nwmben of 
a colle^vity are mobilised. If the process 
continues then it penetrates from one subset 
to another, gradually engulfing an 
increasingly larger number of members. In 
this connection, Etzioni also highlights the 
role of mobilisational projects and that of 
mobilising elites. The mobilisational projects, 
as defined by Etzioni, are specific and time- 
bound programmes of collective action. A 
project invariably involves a cost, since it 
requires the expe^iture of more energy than 
normally required in routine activities. But 
it has benefits too. Because, with every 
successful mobilisational project the cogni¬ 
tive awareness of the mobilised members 
increases as indicated by increase in their 
concern for information and news regarding 
the mobilisation. As (he mobilisation reaches 
a higher level, the willingness of the mobili sed 
members (ocommit more personal resources 
such as time, money, and energy also 
simultaneously increases. Someof the initial 
projects, however, arc generally less intense, 
and less risky, because they are planned by 
the mobilising elites to test the strength of 
the barriers In mobilisation, and also as ihe 
rehearsals of the subsequent higher level 
mobilisations. 

While talking about Ihe rule of leadership 
in mobilisation, Etzioni notes that control of 
u coliccliviiy by external elites reduces its 
mobilisational potential, and that 
mobilisational take-off is often associated 
with Ihe emergence of internal leadership. 
Nevertheless, mobilisation, according to 
Etzioni. is an elitist pnxress. On the other 
hand, however, scholars like Ranjit Cuba, 
propounding the subaltern view, under the 
influence of neo-Marxians like Gramsci. 
focus on the role of masses, and 
underemphasisc Ihe role of elites in the 
mobilisalional process.*' Whatever the 
emphasis of a scholar may he. eliiisi or 
suballcm, the fact is that mostly elites and 
masses arc considered as binary opposites. 
Consequently, the study of interaction 
between the elites and masses has remained 
unexplored.-'' 

Finally, about the outcome of the 
mobilisation in a conflict situation. Etzioni 
notes that the mobilisation of the supraunii. 
of which the mobilising and counter- 
mobilising collectivities are a part, plays a 
significant role. Since (he actors leasl 
involved in the conflict often have greater 
influence on ft, a slight increase in their 
mobi li sal ion hax pn^KHtionalely larger effect 
on the outcome of the whole process * 

Tilly also asserts that political alliances 
and access to poliiical power ensure success 
of mobilisation by providing protection 
against repression ''Thisargumemisfunher 
supported by a study of British trade union 
movement, which revealed that (he trade 


unioM and workers’ strikes in Britain were 
successful only after the Labour Party 
emerged as a major political force.'* 

In spite of such insightful formulations, 
however, there are still very few empirical 
studies of the actual process of mobilisation 
as it unfolds in a series of concrete evems 
at a micro-level." Besides, the link between 
the micro-level mobilisation and its macro- 
level context also has so far remained 
unexplored." Nor is (he interaction between 
elites and masses studied in greater details. 

In the following case-study, therefore. I 
examine the two interrelated processes of 
social polarisation and social mobilisation, 
which (ransform the group boundaries and 
social bonds within a formal social structure. 
While doing so I focus on the two specific 
aspects of mobilisation which, as mentioned 
above, need to be studied in greater details, 
namely, (a) the macro-level coniexi of (he 
micro-lcvcl mobilisation, and (b) the 
interaciionbci ween thedites and the masses. 

II 

Dynamics of Polarisation in tbe Plaat 

A Historical Perspettive 

The following is a case-siudy of industnal 
relations with special reference (o a strike 
in a large pharmaceutical plant employing 
about 3.000 workers. The study is based on: 
(i) interviews of the workers, trade union 
leaders, and management personnel: (ii) 
documents, such as, newspapers, company 
records, and union leaflets; and (iii) 
observation of mobili.salion before and during 
a strike in the plant The real names of (he 
plants and participants involved are, however, 
concealed. The case-study i s organised under 
the following two rubrics: (i) the dynamics 
of polarisation in the plant: a histoncai 
perspective, and (ii) the dynamics of 
mobilisation: an analysis of a strike. 

The Premier Pharmaceuticals is located in 
Vadodara, also known as Baroda. a 
flourishing industnal aty ofGujarat. Texule, 
engineenng, chrmica). and phar m aceuti ca l 
.src some of the main industries of ihc city. 
Before i ndependence of I ndia. Vadodtn was 
the capital city of the Baroda state of the 
Gaekwads 

At present the following six natioiul 
federations of trade unions have their locid 
affiliates in the city: All India Trade Union 
Congrcss(AITUC). Bharatiya Mazdoor 
Sangh (B M SI, Centre of I ndi an Trade Unions 
(CrrU). Hind Mazdoor Sabhat HMSk Indun 
National Trade Union Congress (INTUQ. 
and National Labour Organisation fNLO). 
The NLO is also popularly known in Gujarat 
as Majoor Mahajan. Before independence it 
was known as Textile labour AssociMkm 
of Ahmedabad (T1,A). It was affliiaied to 
INTUCin I ^7. and then became m indepen¬ 
dent federation of trade unkxu in 1972. 

Although industrialisation begm in the 
city by (he laie l*Hh century, the organised 
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labour movement could begin there only in 
the late 1920t. This was partly because of 
the slow growth of industrialisation aixi small 
sizeofthewDfkingclassinthecity. Moreover, 
in the native state, though a progressive one, 
it was not easy for its subjects, and especially 
for the workers, to organise and agiuue. 
Because, the state itself was one of the biggest 
en^tloyers and was giving financial as well 
as political patronage to the industrial 
entrepreneurs. The state provided all facilities 
and concessions to the industrialists, 
including industrial peace. 

However, in the late 1920s, the Textile 
Labour Association of Ahmedabad (TLA), 
that is, Majoor Mahiyan, which was espoused 
to Gandhian ideology and was closely 
associated with the Indian National Oxigress, 
decided to set up its branch in Vadodara, 
mainly to organise the textile workers of the 
city. By the early 1930s, the communists 
also started organising workers in the city. 
But, only in 1938 the trade unioru could 
obtain legal status in the state.” 

In this socio-political milieu Premier 
Pharmaceuticals started functioning in the 
first decade of the 20th century, with the 
assistance and encouragement of the native 
stale. Until the second world war, however, 
the Premier workers could not be organised 
by any trade union leader of the city. By the 
end of the second world war the situation 
started changing. Because, during the war 
the employers, all over the country, earned 
huge profits, but the real wages of workers 
were eroded due to rising prices. This 
economicdisparity generated social tensions, 
which were aggravated by a new political 
awakening created by the national 
independence nwvement. Therefore, the 
spread of unrest, unionism, and intense 
industrial conflict was mote noticeable in the 
whole country during this period.” In 
Vadodara too, along with the textile workers, 
teachers, bank employees, electricity 
workers, engineering workers, municipal 
employees, palace employees, bidi workers, 
and others had formed their unions during 
this period and launched their struggles in 
a quick succession, mainly under the 
influence of the communist and socialist 
trade union leaders.” 

Asaiequenoe to these developments, some 
communist leaden tried to form a La/Vo vnta 
(Red Flag) union in Premier Pharmaceuti¬ 
cals also, in I94S-46. But those worken 
who joined this union were immediately 
dismissed by the management. Hence the 
maiden move to organise the woikers of this 
plant fizzled out. However, in 1951 the 
Majoor Mahajan, which was then affiliated 
with the INTUC, could succeed in forming 
a union in the Premier Pharmaceuticals for 
the first time, without any opposition 
from the management, as, the political 
chmale had changed in the post-independence 
India. 


For instance, after the independence of 
India the native state of Baroda had merged 
into the then Bombay province of the Indian 
Union in 1949. Since then the laws of the 
provincial and the central governments of 
India became applicable to all the industries 
existing in Vadodara. 

Another reason for the Mahajan's success 
was that it was relatively more acceptaUe 
to the management of Premier 
Pharmaceuticals as a ‘lesser evil", partly due 
to its image as a “responsible and peace- 
loving Gandhian organisation”, and also 
partly because of its political alliance with 
INTUC and the then ruling Congress Party. 
Thus, Vadodara City Pharmaceutical 
Worken' Kamdar Mandal (hereafter referred 
to as Kamdar Mandal) of Mahqjan (INTUC) 
came into existence in 1951 in the Premier 
Pharmaceuticals. 

Before the Premier worken were unionised 
their wages were very poor and they did not 
enjoy many benefiu. After the formation of 
the Kamdar Mandal of Majoor Mahajan 
(INTUC) their wages were raised with the 
help of the prevalent laws. Slowly and 
gradually many other benefits were won by 
the union. D^ribtng Kamdar Mandal's 
achievements, one worker-leader of Premier 
Pharmaceuticals. BC. said: 

...Thanks to the Kamdar Mandal of Mahajan, 
our wages improved. Our grades were fixed. 
D A had increased. We got bonus. We also 
got the benefit of sick leave and casual 
leave... 

The formation of the Kamdar Mandal of 
MahajanfINTUC), thus, did not polarise the 
employees and the employers of the Premier 
Pharmaceuticals, as it was formed with the 
consent of the employers and the 
management. Therefore, the relationship 
between the two remained harmonious for 
more than a decade. However, polarisation 
took place for the first time in 1964 when 
the leaders of the HMS decided to form a 
rival union in the plant. 

The First Polarisation 

The HMS was formed in 1948 at all-India 
level as a ruuional federation of trade unions 
by thethen Socialist Patty. In Vadodara also 
it started functioning anxmd the same time. 
In 1954 it formed its major union, the 
Pharmaceutical Mazdoor Sabha, to organise 
the workers of Lotus Pharmaceuticals, a 
multinational pharmaceutical plant existing 
in the vicinity of the Premier Pharmaceuticals. 

The Pharmaceutical Mazdoor Sabha 
(hereafter referred to as Mazdoor Sabha (MS) 
won many benefits for the Lotus workers. 
Nevertheless, its leaders always felt that they 
could not improve the wages and working 
conditions of the workers of Lotus, as much 
as they desired, due to the neighbouring 
Ptender Pharmaceuticals. 

In this connection it may be noted that the 
compulsory adjudication machinery, created 


under the Industrial Disputes (ID) Act 
applicable to both these units, generally 
follows a policy of wage-parity among the 
workers of the same indus^, existing in the 
same state. This policy, which is also known 
as ‘region-cum-industry-wage policy', 
eliminates extreme wage disparities among 
the workers of the same industry within the 
state. But. simultaneously, and perhaps 
unintendedly, it also prev^ the woikers 
of prosperous units, like those of Lotus or 
Pr^ier, from further improving their wages 
in spite of the capability of their employers 
to pay more, arid the power of their unions 
to have better bargain. 

Therefore, in 1964 the leaders of the MS 
decided to bring the workers of the Premier 
Phaimaceubcals in their fold. This became 
possible because the workers of the Premier 
Phamuceuticals had a grievance regarding 
the payment ofbonus.”The majority worken 
of the Premier were feeling that they deserved 
10 per cent of their annual wages as bonus, 
whereas their existing union, the Kamdar 
Mandal of Majoor Mahajan, agreed for only 
8 per cent. 

The MS look advantage of this opportunity 
and started mobilising the Premier worken 
around this issue and formed a rival union 
in the Premier Pharmaceuticals. But the 
Premier's management refused to agree to 
their demand. Therefore, the MS declared 
a strike on this issue which lasted for eight 
days. 

Thus, the HMS leaders defined the situation 
in the plant differently, as compared to the 
Mahajan leaders, by appealing to the material 
interestsof the worken regarding the payment 
of bonus. Thereby .they created a polarisation 
by mobilising the worken for the strike. 
However, this also implied demobilisation 
of the Kamdar Mandal of Majoor Mahajan 
(INTUC) and a threat to its own existence. 
Therefore, it decided to challenge the MS, 
and played a very active role in breaking this 
strike, by resorting to countermobilisation. 

One worker-leader, DK, who played a 
leading role in this strike, on behalf of the 
MS, described the role of the Kamdar 
Mandal ofMajoorMahajaninthefollowing 
words: 

When we went on the strike in 1964, on the 
bonus issue, the leaden of Kamdar Mandat 
used to bring their loyal supporten in 
processions to break our strike. When we 
peacefully tried to block their way from 
entering the factory by lying down on the 
road they used to pass over us to enter the 
factory. And the police force accompanying 
them used to beat us. 

a Anyway, the strike was finally withdrawn 
and the worken got only 8 per cent bonus. 
But, as a compromise, the company agreed 
to give the wiirken additional two per cent 
as €x gratia payment. This was not only a 
face-saving device but also a shrewd move 
on the part of the company to win back the 
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loyalty (tf tte aUemted ^volto>. Beddet, to 
prevent nich a polarisation in ftmire, MNne 
diici|dinaiy actions were also taken the 
manageinent against stnne of the worken 
who took leading part in the strike. 
Concomitantly, the MazdoorSabha of HMS 
lost its influence in the Premier 
Pharmaceuticals, and Kamdar Mmdal of 
Majoor Mahajan (INTUC) retrieved iu 
coittiol over the situation. 

Although the MS could create a space for 
itself in the Premier, it could not sustain the 
polarisation in its favour for long because, 
as the leaders of HMS explained, the 
management was hostile to their union. In 
addition, as they said, the HMS did not have 
political support, either at the state or at the 
centrai level. On the other hand, the Majoor 
Mah^an (INTUC) had the backing not only 
of the managemern but also of the Congress 
Patty which was in power both at the state 
and the central levels. The ruling party, as 
the HMS leaders said, can directly or 
indirectly influence the go vemmem’s lalxtur 
machinery, and the labour officers can play 
a cmcial role in tilting the power-balance in 
such struggles as they detemine the validity 
of the claims of an union for being recognised 
as a majority union through verification of 
the membership records, and no: by a secret 
ballot. This gives them some scope to use 
their own discretion. Besides, the dccisic,') 
to refer the disputes for adjudication a’.so, 
in part, depends upon the recommendation 
of these officers. Above all, the police-force 
too can act in favour of either conflicting 
parties by being over-active or inactive or 
partially active. Thus, a union which enjoys 
the support of the management as well as 
the ruling party has certain advantages over 
iurival. And, in this case, the Kamdar Mandal 
of the Majoor Mahajan (iNTUC) had that 
advantage as against the Mazdoor Sabha of 
HMS. 

However, thequestion which needs deeper 
probing is : how does, in the first place, a 
social poirnsation come inio existence in a 
normally integrated and assymetrical 
structure of relationship? The following 
section attempts to examine this question, 
in some details. 

SbCuND Polarisation; Some Micro-1.evel 

AND Macro-Level SbuRces of Strains 

Once again the Kamdar Mandal of Majoor 
Mahqjan (INTUC) was challenged in 1971 
by another union, namely, the Premier 
Karmchari Union. This time, however, it 
was a serious polarisation which ultimately 
resulted into an intense power-struggle 
culminating into a long drawn out strike in 
1972. This polarisation was a consequence 
of a series of micro-level and macro-level 
sourcei of strains as discussed below. 

The AU-Indiaapauionttf the company and 
consequent tensions: Premier Pharma¬ 
ceuticals'sales had increased, over a period. 


ataU-Iiiifiaievd.ThacfoR,by thelaie 1960s, 
the oompeny had opened 29 sales depou in 
different pans of the country. In these sales 
depoa a total of about 700 personn el were 
employed Gradually inmany of these depoa 
unions were formed. These unions were in 
addition to Kamdar Mandal of Majoor 
Mahi^an (INTUQ which wu an already 
exiiting union of the 3,000 worken of 
Premier Pharmaceuticals, the manufacturing 
plant located in Vadodara. Bid all these 
unions were bargaining independently with 
the compray. Therefore, some \eaien of 
these unions decided to form a federation 
of these unions, to co-ordinate their activities 
at all-India level, and to make united efforts 
to flght for the collective demands of all the 
employees of the company, engaged both in 
sales and production. Consequently, a 
Premier Employees' Federation (hereafter 
referred to as Pnmer Pbderation) came into 
existence in 1970. FK, an enqrioyee of a 
sales depot located in Jaipur, was one of the 
founders of the Premier Federation, and, was 
also one of its two genera! secretaries. He 
was a sympathiser of the Communist Party 
of India (CPi). The company, however, 
suspended him immediately after the 
formation of the Premier Federation for an 
alleged misconduct. 

Nevertheless,the Premier Federaticn went 
aliead with its aedvities under the leadership 
ofPK. It startKl seeking afTilialion of unions 
of different sales depots, and also Ihsi of 
Kamdar Mandal, the union existing in the 
manufacturing plant of Vadodara. However, 
Kamdar Mandal. which was afliliated to 
Majoor Mahajan (INTUC), refused to join 
the Premier Federation. As a result, some 
workers of the plant who were not happy 
with the Kamdar Mandal decided to form 
a new union, namely. Premier Kaimchan 
Union (PKU) in August 1 97 1 , and decided 
til affiliate it with the Preiriier Federation. 
The PKU, after its formation, submitted a 
chatter of demands, which was ignored by 
the management, because, the latter 
recognised the Kamdar Mandal of Maluyan 
as a bargaining agem of the workers of the 
plant Thisresultedinioaproicngedstruggie 
CLiminadng into a strike in 19'2, which 
lasted for 18 days. But. before aijCLising 
the strike it is necessary to understand the 
other sources of tensions v/hich led to such 
a serious polarisadon in the plant. 

Worker-leaders: Founders of the rival 
union and their grievances: One of the mmn 
factors, which gave rise to the rival union, 
was the gradual estrangemem of the leadmg 
workers from the Kamdar Mandal of Mahqjin 
(INTUC) as well as fnrni the management. 
Fbr instance, SK. who was one of die main 
founders of the PKU, was previously a 
representative of the Kamdar Mandal of 
Miijoor Mahqjan (INTUC) for a long time. 
Anmher active supporter of the new unicn, 
DY. was also a veteian representative of 


Majoor Mahajan's Kamdar Mandal 
(INTUC). These two were among those loyal 
employeesof the plant whoactively opposed 
the 1964 strike, dedaied by the HMS unioa, 
and played an important role in breaking iL 
Howe ver, apart firm llieae former supporters 
of Majoor Mahiqan (INTUC), some other 
influential worker-leaden like BS, RM,and 
BP, who were in past with HMS .andopposed 
to Kamdar Mandal, also played an important 
role in forming the PKU. 

Thus, all those who joined hands in forming 
PKU did not belong to the same “camp". 
In fact, some of them were opposed to one 
another since they belonged to rival unions. 
But. they shared some personal grievances 
which united them against Kamdar Mandal 
of Mahajan (INTUC) and/or management, 
as indicated by the following instances. 

For instance, SK, the main founder of 
PKU expected himself to be recommended 
by the Kamdar Mandal of Mahajan (INTUC) 
to be deputed by the manageinent as a 
candidate for th: worker-teachers’ traimng 
given by the Workers' Education Centre of 
the Goveniment of India. 

Under this programme, in addition to the 
training, worker-trainees enjoy some fringe 
benefits also, such as enutlement to normal 
salary during the trainmg, and an all-India 
tour, free of cost. Thus, it is almost like a 
paid holiday for the workers. Besides, afler 
completion of the training a trained worker 
is expected to conduct woikers' education 
classes, as a worker-leaches, at the (tiam- 
level toeducate other workers. This naturally 
enhances his/her status in the eyes of the 
others. 

However, accoiding tu SK, the lenders of 
Mahajan (INTUC) did not reco m mend him 
to the managemern to be deputed by the latter 
for this training, in spite of the fact that he 
was their loyal supporter. This provoked 
him. Talking about this incidence. SK 
observed: 

..Majoor Mahajan is not leteretied in 
educating the worken. Because, it wants to 
keep the worken under ia thumb like slaves.. 
H owever, my management was good enough 
!c persuade Mahajan ienden to noininnte roe 
for this uaining ... I was liked by my 
.nenagenent because of my sincerity and 
honesty... 

Surprisingly, these are the words of a 
wofker-lcnder who was formerly loyal to the 
Majoor Mahajan. However, his love for 
management alao did not last loi^ When 
asked toexplain the feasons for his subsequent 
hostility to the management, he said: 
While on ail-India tour, during the training. 
I wrote to my managemeiH to extend my 
leave, since I was imable to resume my 
duties on a given date. The m a nagTHWi a did 
not oblige me. But I could not coare back 
to report on duty immediaiely. 

Therefore, disctplinaty action was taken 
against me, and I wu deowied llroai my 



post. This infuriated me. But, unfortunately. 
I was not in a position to retaliate 
immediately. Therefore, 1 kept quiet for the 
time being. However, when 1 started taking 
workers' education classes in my plant, as 
a trained worker-teacher, slowly and 
gradually, I started propagating among the 
workers the idea of formmg a new 
union...Besides, my visits to various chemical 
and phoimaceutical companies, during the 
tour, also had enlightened me. 1 saw that the 
workers of Glaxo and Pfizers, the 
multinational pharmaceutical companies, 
were getting relatively better wages and 
enjoying many more benefits. I shared my 
experiences with the workers of our plant 
who wercattendingplont-level classes. After 
a while, the workers also started positively 
responding to me. Hence. 1 decided to form 
the PKU. But. to tell you the truth, initially 
we did not have many members. Because, 
the workers were afraid of both the 
management, and the Mahajan. They were 
still not able to forget the bitter experience 
of 1%4-strike. In order to remove this fear 
of the workers, we also enlisted some bogus 
members and floated the union... 

Another founder of PKU. DY, was charged 
with an offense of theft in the company. In 
his words; 

Since 1950 1 was in Kamdar Mandal of 
Mahajan. For more than 10 years I was an 
active supporter of Mahajan. At the time of 
the 1964-strike. I led the processions of the 
strike-breakers. But, we, the representatives 
of the Mahajan. lost faith from its leadership 
immediately after that. Because, at the time 
of annual stock checking, the next year, the 
management found that .^0 to 40 kgs of 
cloves were missing from the plant... They 
suspected that the missing cloves were stolen 
and implicated six workers, including myself, 
in this case of theft... We were suspended 
from the services.. Mahajan-leaders asked 
us to confess (he theft as a precondition to 
any compromise. But wc insisted on fighting 
the case in the court. The case went on for 
about two years. Ulumaiely. the court asked 
the management and the union of Mahajan 
to compromise. Asaresultwe were reinstated 
with the compensation for the susjiension 
period The major gain was that we got back 
our johs. However, out of six of us. three 
left the. iimpany in the meantime, and 1 lost 
faith in ilic Mahajan. 

Anothci worker-leader who was 
instnimeiii.il in forming the new union was 
BP. a supporter of HMS, who played an 
active role in 1964-strike. Incidentally he 
was also involved in an act of indiscipline. 
He had fired some crackers within the factory 
premises dunng the days of a Hindu festival, 
Diwali. An inquiry was instituted against 
him by the management. But there was only 
one eye-ivitness to the event, who was 
kidnapped by the supporters of BP so (hat 
he could not turn up on the day of the inquiry 
IS a management’s witnc.ss against BP. 
VimfoK. the management could not prove 


the case. But, this episode further estranged 
BP. and made him more hostile to the 
management. 

Similarly, B S and RM, the other supporters 
of HMS, were also disenchanted with the 
management and were actively involved in 
forming (he new union. Thus, ail the founders 
of the new union had experienced a real or 
imaginary threat to their status and, therefore, 
had become hostile to both the Majoor 
Mahajan (INTUC) and the management. 
Although originally they belonged to rival 
unions gradually they got united, partly in 
self-defence, on the principle of: “enemy’s 
enemy is a friend’’. However, all of them 
were previously socialised in trade union 
and agitational activities. Hence, they inspired 
confidence among other woiicers to join the 
newly formed PKU. Besides, they became 
catalyst agents in spreading dissatisfaction 
among (heir followers by highlighting some 
general grievances of the workers of the 
plant and thereby creating a strong feeling 
of relative deprivation and downward 
mobility among them. 

General grievances: One of the most 
common grievances of Premier’s workers 
was about the bonus. 'They felt relatively 
deprived in companson to the employees of 
the Lotus Pharmaceuticals, the neighbouring 
pharmaceutical factory, who were getting 
more bonus than them. In the 1964-strike 
also, the bonus was the main issue. Besides, 
ihe Lotus workers were getting some more 
perquisites also. 'Thus, the workers of the 
Lotus, being in the vicinity, and in the same 
industry, had become ‘signilicant others', or 
a reference group, for the workers of Premier, 
creating thereby a feeling of relative 
deprivation. This feeling wa.s further 
aggravated when they learnt from SK that 
the wages and conditions of work in other 
multinational pharmaceutical units of the 
country, such as, Glaxo and Phizers, were 
also much better than their own. 

Their comparison was, of course, selective 
but not totally irrational or irrelevant. 
Because, they knew that their company, 
though not a multinational, wa.s one of the 
leading pharmaceutical concerns of the 
country in terms of production. But it was 
a niggard ingiving wages and other benents 
to its employees. Therefore, the main grist 
for the new union’s propaganda mill was that 
: the Premier company stood third in rank, 
among all phaimaceutical companiesof India, 
in terms of production and s^es: but as far 
a.s wages a^ other allowances were con¬ 
cerned its number was not even 30th. This 
kind of clever propaganda by the worker- 
leaders sharply focused the attention of their* 
followers on the existing disparities. This 
not only aggravated their feeling of relative 
deprivation, but also created a sense of 
downward mobility among (hem. As a result 
many workers started rallying around the 
PKU. 


Anti-union and anti-management fielings 
among the rank-and-file; loss of social 
legitimacy ofthe management and the existing 
union: Once the relationship between the 
workers and the company was ruptured and 
the process of polarisation began the cogni¬ 
tive, emotional, and eptstemologica} conse¬ 
quences postulated by Metton followed. 
Gradually the workers of the plant developed 
strong anti-management and anti-Mahajan 
(INTUC) perceptions and feelings, which 
were verbalised in the following illustrative 
statements. For instance, in the words of BP; 

This is a chor (thug) company... (the 
managing-director) has established separate 
factories for his wife, son, and son-in- 
law...Some of the workers of the Premier 
Phormaceuticals have to work in these 
companies with lesser wages... Besides, the 
inferior quality goods of these companies 
are sold to the Premier at the exhoAitant 
prices, whereas the better products of other 
companies are rejected... 

The worker needed no evidence to support 
his accusations for, he was convinced about 
his group-based truth that outgroup was 
unscrupulous. 

Another worker of the factory, BC, 
expressed his hostility to the management 
in the following words; 

.. .the managing dira'tor has appointed many 
top executives from his own caste. For 
example, top managers like PB, PJ, BC all 
belong to his caste, who in turn ha ve rceniiicd 
their own relatives in Uiflereni departments. 
These people have become the chamilias 
(flatterm) ot the company in order to get 
personal bcnefiLs .. PR. who is tlie production 
manager, is a very strict and rude person. . 
his own son. PM, is appointed as a manager 
in one of the departments... PB is past bfl 
years and yet he is not retired by thecompuny. 
whereas wc. the poor workers of the 
company, have to retire from the fob at the 
age of 5K ...Why this discnmination? 

According to SK: 

The chamc has (sycophants) and rclative.s of 
PB tlhe production manager) arc given 
preference m promotion and in allocating 
quarters in the Premier Housing Colony. 

'The personnel manager however, refuted 
these charges of favouritism and nepotism, 
saying: 

The company, of late, has streamlined its 
promotion procedure, aijd also that of the 
allocation of quarters. On theconirary, those 
employees who were close to the Mahajan 
ami/or management and who wanted some 
undue favoun, but failed to receive them 
had become hostile to both. 

However, even if this wasirue, what seems 
to he more important is not the objective 
reality per se. but how the participants 
subjectively interpret the objective reality. 

liie following words of BC further 
elucidate how an average worker perceived 




the factory’s management and the exiiling 
union of the Mahajan flNTtJC): 

The Premier Company has expanded with 
great rapidity... They have29 Halex-branchca 
all over the country and they make huge 
profits...Yct they (company) do not give us 
(workers) even those facilities which are 
given to the workers of Lotus Pharma¬ 
ceuticals of the city...Kamdar Mandat of 
Majoor Mahajan. of late, has not done 
anything about our problems...Kamdar 
Mandal has now no members and no repre¬ 
sentatives in our factory and yet its 
recognition is continued by the management 
because it is a chamcha union (company- 
union)...Management keeps its spies who 
frame false charges against those workers 
who do not do their chamchagiri (duttcry) 
...The leaders of Mahajan, instead of 
opposing these charges, rap the workers 
against whom the false allegations are 
made and they are asked to apologise or 
else to face the punishment...thus the 
Kamdar Mandal has helped the company to 
suppress us. 

By liberally using labels like rhor and 
rluimchas the workers not only expre.sscd 
their ho.stility and disaffection, but also their 
disapproval of what they considered 
normativcly "improper" behaviour of their 
opponents (“they”). Thereby they tried to 
stigmatise the members of the outgroup 
Clearly, both the management and their 
favoured union had lost social legitimaev in 
spite of their formal power end authority. 

Spt.iT IN CoNtiKKSs Pakty: Ti.nsidn in 
Majoiis Maiiaian (INTUC) 

Still, many workers of the Premier 
Pharmaceuticals were reluctant to take any 
risk, as they could not forget the failure of 
the 1964-sirikc. Their hesitation, however. 
Wits overcome by a dramatic cliangc in the 
political climate of the country after l%9, 
due to the split in Congress Party in l%9- 
70 inloCongress(O), and Congress! R). The 
latter is now known as Congressd)."' 

As arcsult of this split the dominant faction 
ol INTUC resolved at its Nagpur convention 
held in November 1971 to support 
CongressfR) led by Indira Gandhi. But. in 
Gujarat, the leaders of Majoor Mahajan 
(INTUC) were closer toCongress(O) led by 
Moraijl Desai and others. Therefore, they 
left INTUC and formed a new fcderaiion of 
trade unions, namely. National Labour 
Organisation (NLO) in 1972.*' 

Since the entire leadership of Majoor 
Mahajan, along with their unions, joined 
NLO tn masse, the INTUC was suddenly 
wiped out from Gujarat. Therefore 
Congress(R) leaders started making fresh 
efforts, in the early 1970s. to revive INTUC 
in Vadodara as well as Gujarat. This 
obviously created tensions in some unions 
like Kamdar Mandal of Majoor Mahajan 
(now NLO) because some of the members 
were attracted to CongressfR) and INTUC 


due to Indira Gandhi's charisma and her 
slogan of ’garibi hatao' (remove poverty). 
Besides, Gandhi had become popular 
among the masses due to her bold and 
progressive measures such as abolition of 
privy purses of the erstwhile Indian princes, 
nalionalisalion of some leading banks of the 
country, and introduction of some pro- 
wofking class measures. Thus the emergence 
of CongressfR), under the leadership of 
Gandhi, created a hope among (he under¬ 
privileged sectionsof the Indian society. Not 
surprisingly, the founders of (he new union 
in Premier such as RM, SK, BS, and BP had 
become admirers of Gandhi. They derived 
ideological support for their opposition to 
the Management - Mahajan combine from 
the radicalism of Congres.s(R). Obviously, 
the polarisation between "we” and "they” at 
a micro-level was reinforced by political and 
ideological polarisation at a macro-level. 

The upshM of this historical analysis of 
the dynamics of polarisation is that social 
relations within a formal structure, like an 
industrial plant, are characterised by various 
mixes of co-operation and conflict; some¬ 
times they are predominantly co-upcraiivc. 
and sometimes they are predominantly 
conllicting. Moreover, the boundaries of 
diffkTcnl groups within a social structure are 
not fixed; they arc redefined, time and again. 
Different actors diversely located in social 
structure, but interconnected with one another 
through iheirstatus-sets androlc-sels. activate 
Jifferent values and interests related to 
dilfcrcnt roles and statuses, as the circum¬ 
stances change. Thereby they change the 
dctiniliun of the situation. 

The analysis of the genesis of the second 
polarisation in Premier, however, bnngs the 
following facts in sharp locus: One. some 
leading wwkers were disturbed and acli vatcii 
by some real or imagined threat to their 
status. Two, initially these activists, who 
experienced status disequilibrium were 
socially .scattered. Some of them were also 
opposi^ to one another as they belonged to 
rival unions. However, due to changed 
circumstances, gradually, they came closer, 
forgetting the boundaries of the old groups, 
on the expedient consideration of 'enemy's 
enemy is a friend'. Through sustained 
interaction they formed a new ingroup 
opposed to the newly defined outgroup of 
the establishment consisting of managemcnl- 
Kamdar Mandal axis. Three, they radically 
redefined the situation and provided a new 
cognitive, affective, and normative 
orientations to others. Thereby they became 
calidysi agents in spreading the new definition 
of the situation, initially through person-to- 
person communication, tantamount to a 
whispering campaign. Four, they could 
inspire confidence in their followers because 
they already enjoyed some status and 
influence within the plant due to their previous 
trade union and agitational socialisation. Five. 


they derived social legitimacy forUicirnewly 
acquired world-view by relating it with the 
concrete interests of the other members of 
their collectivity who shared a strong sense 
of relative deprivation and downward 
mobility. Six, the consequent social 
polarisation was accompanied by cognitive, 
emotional, and intellectual polarisation. As 
a result, the higher colicclivity, namely, the 
management, lost ifs soci^ legitimacy. 
Seven, the change in the larger political 
millieu generated a hope among the workers 
of winning larger political support in thdr 
favour. This was necessary frir the lower 
collectivity, in an asymmetrical relationship, 
to overcome the fear of retaliation from the 
higher collectivity, the fear which was real 
in view of their past experience. 

As a cumulative result of all these 
developments, the initially .small group of 
activists could succeed in extending its 
boundary by gradually incorporating more 
and more workers in their ingmup. a.sopposed 
to the outgroup of the management-Kamdar 
Mandal axis. This, polansation was formally 
reflected in the formation of PKU and was 
intensified by the suhsestueni mobihsational 
drives carried nut by the union. In the 
following section, nets. I analyse and explain 
the process of social mobilisation. 

Dynamh's 01- Mobiusation. An Analysis 
Ol- A S-riiiKi 

After the I'onn.'itidn of PKU in August 
1971. its leaders demands'J that the company 
should negotiate with them The company 
ignored their demand .saying that it was not 
a registered union. Therefore, the PKU 
registered itself as per the laws in the labour 
commissioner's ottice on September Mi, 
1971. After its registration the leaders of 
PKU submitted a charter of demands. The 
company ignored the charter of demands 
arguing that it was not obligatory tor it to 
bargain with the new ly registered PKU since 
It wa.s not rccogni.sed as a bargaining agent 
by the company. The PKU, therefore, 
demanded otflcial recognition from the 
company as a bargaining agent. The union 
aiso warned the company that it would be 
compelled to latmch an agitation, if it failed 
to get rccogmiion. The company, however, 
asked the union to follow the procedure 
specifiedby thclaw forohuiningrecogniiion 
as a majority union. The legal procedure is 
that labour commissioner's offio.', in such 
cases of dispute, sends its officers to 
personally venfy the membership records of 
all the unions claiming for rccognitioit and 
then settle the dispute by ihcir venhet in 
favour of one or the other union, which they 
consider is in majoniy. 
Thefintirialafsiieagik. insteadof tniiiaiiaf 
the legal pnK-ess for obtaining tccognitim. 
the PKU deckled to participate in the agiMian 
launched hy the Premier FedenkkNi The 
agitation was initiated by the Premie' 
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Pedentioa on November 1,1971 to obtain 
its recognition fiom the management at the 
sole baigaining agent of all the employees 
of the company including those of the 29 
sales depots. The PKU joined the agitatioa 
adding its demand for teing recognised as 
a baigaining agent at the plant level. The 
agitational ptogramme included: (a) wearing 
of Mack-badges on the upper garments or 
arms by all the employees from November 
1 to 15. (b) relay-fast from November 16 
to 22, and (c) (me day’s token strike on 
November 23, at the all-India level. The 
PKU otganised the programmes of wearing 
Mack-badges, relay-fast, slogan shouting and 
gate-meetings cmtside the factory. But the 
union had to withdrew the token strike 
scheduled on November 23,1971 due to the 
state of emergency declared by the central 
government in the country, in view of 
mounting tensions between India and 
Pakistan over the issue of the refugees from 
the then East Pakistan (now Bangladesh). 

a maner of fact, the emergency pro vkted 
a fa(«-SBving device to withdraw the strike- 
cal' by the ieadersof PKU because they were 
alrea^ apprehensive about the success of 
the strike. As. SK. one of the worker-leaders 
of FKU later confided; 

We (lid not !:avc much open support at that 
time front the workers, though their 
sympathies were with us. In fact our union 
was registe.'ed only a month before starting 
ux igitetion. 

This explains why the union did not 
approach the labour commissioner's office 
for being recognised as a majority union, 
which was the legally valid method instead 
of pressing the management by the threat of 
a strike-cali. 

However, despite the withdrewal of the 
strike theirstruggiecimtinued. The leaders of 
'PKU iniUated a legal battle in December 1971 
by submitting a charter of demands to (he 
cmnpany residing their union’s reixgnition, 
revision of wages, etc. Simultaneously, they 
re( 3 tiested the assistam labour commissioner 
to take the necessary legal stepsin this r^ard. 
In response, the company replied to the 
auistant labour commissioner that it had 
already entered into an agreement with 
KamdarMandal of Majoor Mahajan regard¬ 
ing some of the demands, raised by the new 
union, such as the revision cf pay-scales a.nd, 
therefore, the fresh demands could not be 
legally entertained unless th.Me previous 
settlenienis were formally terminatof. If the 
PKU was really confident of having majority 
support it could have asked the labour com¬ 
missioner’s office to terminate the existing 
agree m ent made by the company with the 
rival union, saying that the latter had lost 
its majority. But, instead of doing that it kept 
(|uiet for some time and again submitted a 
charter of demaniis on July 24, 1972. 

The company's response to the ongoing 
agitation. In the meantime, however, the 


company feh that an all-India agitation of 
its employees could adversely affect its 
interests. Therefore, in a surprise move it 
divided its 29 sales depots, by August 1, 
1972, into four independent regional emn- 
puiiesteachcomprisingofthedepots located 
in the north, east, west and south zones of 
the country respectively. Thus, the original 
one company, wMch comprised of the pro¬ 
duction plant, namely, the Premier Phaima- 
ceuticals of the city, and 29 sales depots 
located in the rest of India, was now divided 
into fiveindependeRtcompaniesione produc¬ 
tion company and four sales companies. 

A(XO(ding to the spokespersons of the 
PKU and the Premier Federation this was 
a shrewd move of the company to eliminate 
any posriMlity of an all-India stir by removing 
the very base of the existence of the Premier 
Federation. This was indeed the first major 
step taken by the trompany in response to 
the agitation launched by the Premier 
Federation and PKU :c counteract their 
challenge. 

The second trial of strength and strike: The 
in.’uriated leaders of the Premier Federation 
atonceretaiiatedbygivingalSdays' strike- 
nolice. Their main demands were; (a) 
,-ecogniticn of Premier Federation as well as 
PKU by the Premier’s managem»it, and (b) 
revision of pay-scales cf all eir^t'.oyees of 
Che company by a nationa; t.il’unal, instead 
ofa state iribunk. To pees: for uieirdemands 
they also gave a call for a pre-strike 
mobilisation to ail its federated unions, 
including the PKU. The pre-strike 
mobilisational programme was scheduled to 
begin from September 2, 1972 and was 
expected to culminate into an indefinite stri ke 
from September 16, 1972 onwards, if no 
compromise was arrived at. This mobili¬ 
sational programme (insisted of two major 
projects ; (i) wearing of black-badges for a 
week by all the employees from September 
2 to 8. and (ii) obsei^ing relay-fast for three 
days from September 11 tc 13. 

Accordingly, PKU ashed the workers of 
the plant to wear black-badges while working 
in Uk factory, from September 2 to C. This 
programme, in a sense, was less risky but, 
otherwise, had a dramatic impact on both the 
participants and the management as it visibly 
symbolised the grievances cf the workers. 
However, the leaders of Premier Federation 
knew the risk of the strike.'Therefore, to keep 
their doors open f(»^ a compromise, they had 
kept two days, that is, Se|ketnber 9 and 10, 
free from any action-programme, to n^otiate 
with the managemenL On both these days 
the PKU held meetings near the main gale 
of the factory after the man stnfl was over, 
at 4.30 in the afternoon. These meetinp 
were held to apprise the workers about the 
latest developments, to boost their morale, 
and also simultaneously to appeal from a 
puMk platform to the management to arrive 
at a compromise. 


But the management was conBdent that 
the union had no legal base to agitate. 
Therefore, it refused to negotiate with the 
unioDaiguing that the strike-notice was illegal 
because some disputes werealready pending 
with the state’s industrial tribunal. Besides, 
the management also advised the union 
leaden to first initiate the legal process for 
terminating the existing agreements with the 
formally recognised union, that is, Kamdar 
Mandat of Mahajan, before taking any other 
course of action. 

Ignoring the advise of the management, 
however, PKU entered into the next stage 
of agitation with the beginning of the 
programme of relay-fast from September 11, 
1972. Relay-fast was arooMlisadonal project, 
aimed at intensifying the movemem by (a) 
bringing emotional pressure on the ad vetsaty, 
and (b) winning the sympathy of the potential 
supporters. In this programme a few workeis 
were asked to observe fast (hunger-strike) 
for a day. And every day a new batch of 
workers was asked to join the programme, 
in rotation, by relieving the previous batch. 
Toexpress tiieirgrievances they also shouted 
slogans and displayed posters and banners. 
For this purpose the PKU specially erected 
a shamiana near the main gate of the factory, 
which later on became their 'control room’. 

Originally, as mentioned above, the 
programme of relay-fast was sclieduled only 
for three days, that is, September 11 to 13. 
And once again two days, that is, September 
14 and IS, were kept free from any action- 
programme. to negotiate with the 
management fur a possible compromise. 
Those two days were crucial because they 
were the last two days of the strike-notice 
gi ven by PKU. Ob viously, the leaders wanted 
to avoid the strike which was expected to 
begin from September 16, if they succeeded 
in arriving at a compromise with the 
management. 

When the programme of relay-fast began, 
on September 11. only eight workers came 
forwaid to observe the fast. But, gradually 
the emotions of the workers vrere aroused. 
FM instance, on the second day 22 workers 
joined the programme, and on (he third day 
thenumberincreasedto7S wori'.en. Besides, 
one worker, BC, whojoinedthis programme 
on its first day declared to continue his fast 
for ail the three days of relay-fast. This 
inspired (wo other workers, who joined this 
programme on the second day, to continue 
their fast for both the remaining days of the 
programme. In such an atmosphere of 
excitement when some workers of 
fermentation department (one of the key 
Bepaitments of any pharmaceutical plant) 
joined the relay-fast on the third day. the 
remaining workers of that department 
suddenly decided to abstain from work in 
sympathy with their fasting colleagues. This 
reuilied in a wildcat strike in the fermentation 
department, which, in turn, disrupted the 
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production proceu of the whote pUm. This 
unexpected development created an 
atmoiphere of mingled hope and despair. To 
sustain this tempo, the leaders of the union 
extended the programme of relay-fut until 
their demands were rmally accepted. And, 
BC, who was already on fast for tlsB last three 
days, decided to continue it indefinitely. 
Thus, by this time, the workers’ struggle 
almost reached a point of no return. 

This sudden strike of the fermentation 
department alarmed the top ofHcen of the 
mamigement. And they started contacting 
workers during the recess to dissuade them 
from joining the stir. This infuriated some 
workers who complained about this new 
development to their leaders. The provoked 
union leaden immediately protested against 
this by declaring that it was illegal on the 
part of the management to “detain” the 
workers during recess and “address” them 
within the factory premises. In this 
coimection, TB, the lea^ of the Vadodara 
unitof AITUC, and anothergeneral secretary 
of the Premier Federation, who was sitting 
in the shamiaru, near the main gate of the 
factory, thundered from the micro-phone; 
If the management addresses the worken in 
the factory premises then from tomorrow 
onwards we will also hold our meetings in 
the factory (this statement was followed by 
aroaring applause from the workers standing 
nearby). 

On the same day, at the gate-meeting in 
the evening, a young girl in her teens, who 
was a relative of an employee staying in the 
company's quarter in the Premier Colony, 
sang a song in praise of the struggling workers 
and expressed her willingness to help her 
“brothers” in their fight for justice. This 
unexpected gesture of a young girl 
emotionally electrified the audience of 
workers. In the same meeting, the leaders 
of PKU decided to collect strike-fund. They 
also asked the workers toabstain from taking 
lunch the next day, that is, on September 14, 
by observing a "no tiffin day”, and to 
contribute the lunch-money to strike-fund. 

On September 14, however, the 
management, in a punitive move, took away 
the tokens (Billas) of those worken of the 
fermentation department who went on the 
wildcat strike the previous day. This implied 
that they would be mark^ absent and 
punished for that. This strategy of 
management to create a fear among the 
worken, however, had a boomerang effect. 
It further enraged the union leaden, who in 
turn, partly to retaliate, and partly to prevent 
the spread of panic among the workers, 
asked all the worken of the plam to come 
out at once in proteM against this action of 
the management. The workers 
overwhelmingly responded to this call. As 
a result the management was compelled to 
return the tokens to the worken of the 
fermentation department immediately. This 
was (he fintmq|orretretf of the management 


in this struggle, indicaling inofeetiveness of 
adisciplinaiy action taken by the management 
at a lime when it v/as considerably 
demobilised. 

Taking advantageofthissymbolic victory, 
TB (ArniC), exhorted (he workers in the 
following words while addressing them at 
the evening’s gate-meeting that day: 

I am told that the managemsat is privately 
whupering to you not to strike work at 
somdiody’s instigation. Therefore, lei me 
ask you whether you want to declare strike 
voluntarily or at somebody’s instigation. 
Those who are in favow of strike shall raise 
their hands (almost all the worken from the 
audience raised their hands. Some of them 
even raised both the hands). Now.Uiose who 
are against the strike shall raise their hands. 
(No one did to.) This is our answer to the 
managemem’s false charges (cheers). Now, 
shout slogans with me powerfully so that our 
voice can reach up to the deaf ears of t.Se 
management: “Harzorzulurr.kiiakkarmein; 
hartal hamaranara hai”. (“To protest against 
every action of tyranny; our response is 
strike”. It was repeated thrice and every time 
it was leqwiided powerfully)... This is a 
historical strike and a fight for a just cause. 
In 1964, (at the time of the previous strike) 
we were divided and therefere, weak. This 
time we me united and strong. Our strength 
is indicated by ihe following facts: First, 
today's incident in the morning in which the 
management wu compelled to give back 
the tokenaof your col leaguesofrennentation 
department. Second, today you observed the 
“no tiffin day” whoie-heartedly and refused 
to buy subsidised ’puri-bhaji’ (bread ar,d 
vegetables) from yourcanteen. 'nurd, today 
you also started collecting strikefiind. And, 
fourth, just now, all of you voted in favour 
of strike votuiUarily and pubixly... Moreover, 
this time we have an all-India federation of 
Premier employees in which all political 
parties are united... And. above all, we are 
supported by the other trade union federations 
of the city also. Therefore, victory^ ours 
(A big applause). ' 

He coiripleted his speech oy asking workers 
lo shout the following slogans with him 
three times each: “Awaz do; hum ek hai" 
(shout loudly; we are one l:iu united)... 
“Duniya ke mazdoor; ek ho” {.vorkers of the 
world; unite)... “Solah lerikh ko kya hoga?; 
Premier bandh hoga” (what will happen or. 
Ihe l6Ui?; Premier will be closed down)... 
“Harzor zulum ki takkar mein; hartal hatnara 
nail hai” (lo protest against every act of 
lyraimy; our response is strike). At the end 
of the meeting it was announced that the next 
day (September IS), which was the last day 
of the strike-notice, there would be a 
procession of all Premier workers. All 
workers were asked to join Ihe procession 
without fail. The objective of the procession 
was, of course, lo win the sympathy of 
general public of the city and n-iobilise thrir 
opinion in favour of the agitming woikcn, 
as well as to denranstime their strength to 
the management. 


On September IS. 1972, at 4.30 in the 
afternoon, immediateiy after ihe main shift 
of the factory was over, a mammo^ 
procession of the Premier workers started 
from the main gate of the factory All 
important leaders of Ihe PKU and also those 
of many other trade-unkm federations of the 
city, were leading the procession. They were 
followed by one bullock-cart on v/hich some 
workers were sitting and shouting slogans. 
Behind the bullock-can there was a column 
of workers on their bicycles, who were, in 
turn, followed by another buliock-cart and 
another large column of cyclists. All these 
workers were young, mostly in their 20 e and 
30s. The older workers, who were in their 
late 40s and SOs, were at the end of tire 
procession. The younger workers v'ere more 
active in slogan shcjiing. Some of them 
were sitting on the shoulder; of their friends 
and beating their breasts sboutinp; “Hai- 
Ha:...(down with the maiugir.g di-recur cf 
Premier). Hai- Hei...(down with hi> wife) 
Hai-Hai...” 

The proceuion passed throug!: the main 
roads of the city and was finally converted 
into a public meeting in the centre of the city. 
In this meeting the other genera; secretary 
of the Premier Federauon, BT (AITIJC), 
toid the workers: 

From tomorro w our strike w*!! iregta. We 
have lo be alert and careful. All m emb e n 
of the action committee and represeatatives 
of different departments should be pretest 
at night at about 12 o'clock neer die omm 
factory-gate for picketing. At nud-niglM, if 
the worim of (he set.ond sbiP.arenotanmwd 
by the managemeiit to come out of the fiKtoiy. 
as it is rumoured, we':«:!! have to helplfceiL 
(Indirectly htaung at forcing them cut if 
they don't come sji for one reason or the 
odiCT.) If necessary, we will break open the 
gates of the factory (applansr) Tomorrow 
in lSc motnir,g there will be a gate-meeting. 
Therefore all of you should assemble near 
the main fectocy-ga;: without fail. Fiow 
tomorrow onwards -.*« w’ll have two gate- 
meetings. one i' the monting a.'<d aaother 
in the evening... 

Otht.- leader.: of ‘.ic PKU mo ad jgrstnri 
the worker; urgtr g them lodesutartrete Ibeir 
unity during ±c su-ike. The mee'Jng esdei 
with spirited end prolonged slogan-shoutinf. 

At about IQ o’clock in the night a crow, 
of about 100 workers thron g ed ne a r the main 
gate of the factory for picketiitg. They were 
divided into thrw diffoeiH teams and pasted 
at the three di fferent gates of the factory; one 
on the southern side (main gale), another M 
the eastern side of the factory, and dtiid «■ 
Ihe western skfe. Near the main gate, on the 
southern side, Ihe union had already erected 
t shamiana, which was their “cont.-Til reoM” 
from the very beginning. Therefote, the 
union's position was fortified at this gme. 
But the other two gares were at a tSalaMi 
from the main gate and it was fTvirtW 
difficult fortheunion toguardthem. Ptedicl: 
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for this reason it was convenient for the 
management to push the strike-breakers 
through these two gates. The main aim of 
picketing by the union, therefore, was to 
prevent defection from the striking workers 
and, thereby, to maintain their group loyalty, 
even, if need be, forcibly. 

Obviously, both the 19^strikc and 1971- 
agitatiun had adequately socialised the 
worker-leaders into the culture of agitational 
mobilisation. Therefore this lime they 
.skilfully planned and executed a scries of 
mobilisational projects, beginning with a 
relatively less nsky programme like wearing 
black-badges and gradually unfolding into 
.succcs.sively more risky programmes leading 
to the strike. Thereby they engulfed 
increasingly larger number of workers into 
their movement and produced necessary 
motivational energy to surmount the socio- 
psychological obstacles coming in the way 
of a connicl-oriented mobilisation in an 
asymetrical relationship. Moreover, during 
this pre-strike mobilisation, they effectively 
communicated the feelings of injustice and 
the value of the united struggle to the rank- 
and-file through personal examples, person- 
to-person talks, speeches and slogan¬ 
shouting. Con.sequently. mutual solidarity 
antong the workers incrca.sed considerably, 
along with their hostility towards the 
company. This enabled them to generate 
collective power by overcoming their status 
differences based on achievement (occupa¬ 
tion status) or ascription (caste, religion, 
etc.) within and outside the plant. There¬ 
fore, they did not hesitate to use even the 
physical force against some of their 
colleagues, who were initially not prepared 
to go on strike. 

STRtKL: Mobilisatios' and 

Cot INTER-MoBILI.S AT ION 

As mentioned above the workers had three 
najor demands; (i) recognition of the PKU. 
ly the Premier's management, as the sole 
Targaining agent of the plant’s employees, 
'ii) recognition of the Premier Federation by 
be same company, as an all-India bargaimng 
igent of all the employees, including those 
)f different sales depots, and (iii) appoint- 
Tient of a national tribunal by the central 
{ovemment to settle their disputes regarding 
stages, etc. 

The personnel manager of the Premier 
’hannaccuticals. however, asserted that none 
>f the three demands was juslifiahle. He 
aid; 

The first demand was not appropriate. 
Because, legally, verification of the 
membership and the other records of both 
the unions by the labour commissioner’s 
otTice was a necessity. Only after going 
through this procedure, the labour 
commissioner's office can finally recom¬ 
mend the majority union to be recognised 
by the management. 


According to the personnel manager, the 
.second demand regarding the recognition of 
the Premier Pederation.as an all-India 
bargaining agent, by the Premier’s manage¬ 
ment was alsoctmtrary to law. Because, after 
August I. 1972, all the 29 sales depots of 
the Premier, located in different ports of the 
country, were divided into four separate 
companies. Naturally, therefore, the 
management of the Premier Pharmaceuticals 
could not legally recognise the federation, 
having unions of other companies. 

The final demand for the appointment of 
a national tribunal was also, he said, not 
defensible; 

...gencrally.lhe national tribunal is appointed 
only when the company has its pr^uction 
units in different parts of the country, and 
all the workers of these units have some 
common grievances. Besides, the dispute 
must be of national importance. But, in the 
case of Premier, after August I, 1972 the 
Premier Company had only about 50 staff 
members working at Bombay and Delhi. 
The.sc SO staff personnel along with about 
200 staff members of Premier Pharma¬ 
ceuticals at Vadodara could claim to have 
.some common grievance. But, this 
constituted too small a group to be of national 
significance necessitating the appointment 
of a national tribunal. 

He further argued that; 

In addition to the doubtful validity of the.se 
demands, the.strike was illegal because three 
disputes between the company and its 
employees raised by Kamdar Mandal. the 
recognised, union, were pending in the 
industrial tribunal of Gujarat, and the laws 
say that if an issue is pending with the court/ 
tribunal the workers of liial unit cannot go 
on strike. 

On the other hand the leaders of the PKU 
asserted that strike was legal because they 
had given 15 days’ strike-notice as required 
by law before going on the strike. To this, 
the personnel manager remarked that it was 
true that they had given a strike-notice. But 
according to him, the strike-notice was not 
sufficient, though necessary, to make the 
strike legal. However, without bothering 
much ab 9 Ut the validity of their demands, 
and the legality of the strike, the workers, 
whose feelings were aroused considerably 
ducto thepre-strike mobilisation went ahead 
with the strike. 

The strike began as schedu led on Saturday, 
September 16, 1972. Nevertheless, on the 
first day only blue-collar workers struck the 
work. Because, so far, the mobilisational 
efforts of the union were confined mainly 
to blue-collar workers. The response from 
the blue-collar workers, however, was 
complete. Since thestrike-call was also gi veh 
to all the 29 sales depots, all these workers 
were excited by the very idea of an all-India 
strike, and the consequent financial damage 
to be inflicted upon the company due to the 


loss of production and sales. Another 
important factor, which induced them all to 
join the strike, was the Premier Federation's 
demand for the appointment of a national 
tribunal tosettle theirdisputes. ’Diey expected 
an unprecedented rise in their wages if their 
demand for national tribunal was accepted. 
Because, so far, due to the region-cum- 
industry principle accepted by the industrial 
tribunals of the state, wages of the Premier- 
woikers were compared with the similar 
units of Gujarat. But if the national tribunal 
was appointed to adjudicate their disputes 
then the reference units were expected to be 
the multinationals like Glaxo and Pfizers 
who undoubtedly gave better wages. 

According to (he personnel managerof the 
Premier Pharmaceuticals, however, the strike 
was confined to the plant in the city, and 
only to a few other places such a Jaipur. But 
PK, another general secretary of the Premier 
Federation, asserted that he got telegraphic 
and telephonic mcs.sagcs from lOsalesdepots 
coftrming that they all had joined the strike. 
Although it was difficult to verify these 
claims and counter-claims, the undisputed 
fact was that the strike in the Premier 
Pharmaceuticals was total as far as the blue- 
collar workers were concerned. This in turn, 
inspired the white-collar workers, excluding 
the top managerial staff, of the plant to join 
the strike, from the third day, i e. Monday, 
September 18, 1972. And. when the staff 
members joined, the strike was so complete 
that it stunned both the workers and the 
management. As CA. one of the workers, 
exclaimed; 

I did not expect such a total strike in our 
company. Tins time, surprisingly, even the 
staff members have also joined us! 

The management was also dismayed by 
such a turn of events. The following words 
of the production manager, uttered at the 
conclusion of the strike sum up the feelings 
of the management; 

Really we did not expect so many workers 
and staff members to Join the strike... What 
IS more iniriguing to us is that tliose workers 
who were ordinarily considered loyal to us 
j;ad also gone against us 

'The top management personnel were 
indeed surprised by the overwhelming 
response to this illegal strike, declared by 
an unrecungnised union. Nevertheless, they 
immediately started making efforts to break 
the strike. This resulted into a tug-of-war 
between the management and the union as 
both tried to mobilise and eounicr-mofailise 
not only the employees of (he plant but also 
aUics from outside the plant, including the 
suite and the society at large. 

The directors of the company and top 
managers adopted several strategies to break 
(he strike, such as persuasion, divide and 
rule, and showing carrot and stick to striking 
employees. For instance, immediately after 
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the strike begu they announced through s 
notice, put on a blackboard near the main 
gate of the factory, that the strike was illegal 
artd that it did not enjoy much support 
elsewhere in the country. Besides, they tried 
to create divisions among the workers by 
informally appealing to the workers of a 
particular caste to resume work due to their 
caste loyalty to the top managers and the 
employers. In addition, they threaterted the 
workers living in the company's quartos 
that the company would cut the water and 
electricity supply of their quarters or still 
W(^, they would be thrown out of the 
quarters, if they did not resume the work. 
Further, they noti fied i n the local newspapers, 
through paid advertisements, that if the 
employees did not resume their work soon, 
their services would be terminated and new 
employees would be recruited in their place. 
Finally, after a few days, the management 
started bringing some of the loyal staff 
members, and contract workers hired from 
labour contractors on daily wages in bu.ses 
and processions, under police protection to 
resume the work. Above all, simultaneously 
it also mobilised the support of the .state and 
central governments. 

On the other hand, the leaders of the strike 
tried to maintain the unity and tempo of the 
striking workers by keeping them apprised 
about the latest developments through the 
gate-meetings held twice, almost every day. 
In addition, to keep a check on the 
management's efforLs to break the strike, 
they tightened the picketing on all the three 
gates ofthe factory. Some ofthc pro-manage¬ 
ment workers were beaten up in the prtvess 
by these picketcers. Besides, they ask^ Iwal 
trade union elites, associated with differeni 
national federations, to support them publicly, 
by organising solidarity marches, meetings 
and even by declanng a general stnkc in the 
city, that is. 'Vadodara-Bandh'. Moreover, 
they also sought the support of larger society. 
including press, leaders ol the Congress (R) 
and that of the stale and central governments. 
Once they organised one day's token fast, 
and "sit in" at the city-centre, by the female 
employees, and the female family members 
of the striking employees to create public 
opinion in their favour. 

In the meantime, however, the leaders of 
PKU tried to negotiate a compromise with 
the management. But the management was 
rum on its stand that since the strike was 
illegal there could not be any negotiation, 
unless the workers withdrew the strike. The 
union, on the other hand, was not prepared 
to call-off the strike unconditionally. In 
such an impasse both the parlies tried to 
settle the matter with the help of the 
government. 

The union leaders requested the labour 
minister of the central and the state 
governments to appoint a national tribunal 
to adjudicate their dispute. The worker- 


leaders, who werecloier to tbeQmgiessfR), 
had hoped to win political support partly 
because the CongressfR) was in power both 
in the state and the centre, and partly because 
the leader of HMS, who led their strike in 
1964, had lately joined Congress (R), and 
at the time of this strike had become labour 
minister in the state cabinet. Moreover, their 
fight was also against Majoor Mahajan which 
had, by the time of this strike, left the ruling 
party's INTUC and formed a new national 
federation of trade unions, namely, NLO, 
having political alliance with Congress (O). 
the rival of CongressfR). On the other hand, 
some Congress (R) leaders were keen to re¬ 
establish INTUC in the city by supporting 
the strike, and thereby acquiring control 
over the PKU. 

The management, however, wa.s conf dent 
that the workers’ demands and their strike 
were illegal, and therefore, the government, 
or the ruing party, could do nothing in this 
matter. Insuchasilualionihestrikeconlinued 
for IK days. 

Finally, thcexasperaled managing director 
of the Premier Pharmaceuticals complained 
to the then chief minister of the state, that 
though the strike was illegal the labour 
minister cf his cabinet was unnecessanly 
keeping the workers hopeful, by taking an 
ambiguous stand regarding their demand for 
the appointment of the national tribunal. As 
a result, the chief minister decided to intervene 
in the matter. He persuaded the leaders of 
the stnkc, who were suppuriers of his own 
party, to withdraw the stnkc in view of the 
then forthcoming visit of the then 
CongFe.ss(R)leaderand prime minister, Indira 
Gandhi, who wasinvited by theCongresstR I 
of Gujarat. This was, of course, a face-saving 
device for the striking employees who were 
in fact exhausted after a prolonged and 
hopeless struggle. Because, the industrial 
workers in I ndia mostly gel subsitcncc wage.s 
and manage to survive from one pay-day to 
another. In the absence of regular payment, 
or work, their borrowing capacity also 
declines. Besides, (heir unions arc also not 
resourceful enough to sustain prolonged 
strikes. No wonder that the holding capacity 
of the Premier’s employees was almost 
exhausted. Some of them had already 
resumed work. Quite evidently, they were 
getting demobilised. Therefore, they agreed 
to withdraw stnkc on October 4,1972 as the 
next pay-day was also approaching soon. 
Nevertheless, they requested the chief 
minister to see that the management did mil 
victimi.se them. The management, taking 
advantage of the demobilisation of the union, 
however, insisted on taking disciplinary 
action against some of the outstanding leaders 
of the striking employees who had gone on 
illegal strke. Finally, the strike wa.s withdrawn 
unconditionally on October 4.1972 and the 
dispute was referred to the adjudication 
machinery of the state. 


Although the strike ended, without 
achieving the explicity slated objectives of 
the union, one major gain of the workers was 
that the PKU emerged as a powerful union, 
ultimately displacing the Kamdar Mandal of 
Major Mahajan (NLO) from the plant. Even 
after two decades of the stn kc it sti II conti nucs 
to be a major union of the city. The union 
leaders were, however, disillusioned with 
the Congress (R) leadership due to the 
unsuccessful conclusion of the strike. Hence 
they decided to atTiliaie their union with 
AITUC of the CPI, instead of the INTUC 
of Congress (R), soon after the withdrawal 
of the strike. 

The Role or Lladlrshii': An Inh.uewt: 

Striictlrk 

A remarkable fact in this strike was the 
role played by leadership in mobilising the 
workers. The leadership, however, was multi- 
stratum. and there was a visible division of 
labour among the different strata of leader¬ 
ship. For instance, from among the local 
trade-union elites, that is. the leaders of the 
local branches of different national 
federations of trade unions. TB (AITUC), 
being one of the two general secretaries of 
the Premier Federation, was the main adviser 
and mobiliser, paiticulariy afterthe pre-strike 
mobilisation reached a point of no return 
during the relay-fast. Similarly, other local 
trade union elites who provided support to 
the staking workers, by bringing their trade 
union members into processions, and by 
addressing some of the joint meetings, were 
. RM(HMS). TK (BMS), SK (CITU). and 
some of the Congress IR) leaders, who later 
formed INTUC in the city, such as, AC 
and VA 

From among the insiders, that is, the 
empinyccs. PK, the other general secretary 
of the Premier F^raiion, who being an 
aiticulaie white-collar worker master-minded 
the all-India strike, played an important role, 
along with TB (AITUC). in (he long-icnn 
strategic matters rega<tling the mobilisatioa. 

The strategy, formulated paiticulariy by 
PK and TB, was implemcnied by the plant- 
level worker-leaders, who were mostly blue- 
collar workers such as. SK, RM. BP. and 
BS. They took tactical decisions regarding 
the day-to-day mobilisation. These worker- 
leaders had formed a nucleus, right from the 
beginning of the pie-stnke mobilisation in 
the plant, and had developed a fairly g(x>d 
understanding about the division of work 
among themselves. For example. SK and 
RM mainly looked after: (a) the 
organisational aspects of the union. <b) 
evolved an action programme at die local 
level, (c) collected funds, td) addressed 
meetings, and (e) kept the workers informed 
about the latest devdopmcnis through the 
gaic-mcciings or handbills. 

On the other hand. BP and BS, who cmik 
next in the leadership hierarchy, were mainly 
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ivs'Hjiuiibi; Tc;: (a) the actual mcbtiisiuiou 
of such as, bringing them lu aUend 

the gui!!-tneediigs, (b) maintaining ufrinr in 
the ineciiiigs, and (c) supervising the 
picketing Mtoit at the g«es of thn factoiy 
during the strike. They were tougli, and'-vere 
also ohpab:e. if need be, to mobilise other 
toughies from the underworld of the city. 
TIxy were, in turn, supported, from the rank- 
;ind-f)!e, by some enthusiastic worfcen, like 
BC. ?3, PM and others, who played a leading 
.'o!e 'n: (a)di<' tributing handbills, (b) shouting 
'.i'jgaiu, (c) painting the slogans on the i aads 
And walls rf the city, (d) observing relay- 
fast, and (e) actually picketing at the gates. 
Tht:.<;, hierarchy of leadership loles liad 
emeised over a period, linking the lop elites 
with the rsnk-and-file. 

m 

Concluding Remarks 

The above case-study, thus affords an 
opportunity to consolidate the ongoing 
developtnen: of sociological theory of social 
(lolarisatioii and mobilisation by illuminating 
sotneprepositioiu regarding these processes, 
and also liyconrinning or contradicting some 
itiieady existing ones. 

Proces.n cf Social 1’olarisation 

TIte case-study illustrates that empirical 
reality reflet te various mixes of co-operation 
andcunflicl. it often alternates between these 
C'.vo poles of social organisation. In other 
words, neither co-opelation nor conflict is 
an irreversible process. Moreover, the study 
s.ho ws that tlic iroundaries of the ingroup and 
('utgn>u|i are also not I'.rcessarily fixed. 
I'oday’.'. i:ig.,>.'p-irisn:jer Can become 
t: ii.'.iruiw'i o;ttgroup-meml>er anti vice 
versa, because with the changing 
circumstances social actors assume or activate 
difl'eient roles aiidstr.tuses, from their existing 
::omplex of role-sets and status-sets, leading 
to: emterprtltatKm of their interests b'ld values, 
in a .social organisation, however, pursuit of 
one’s interest and values mostly require co¬ 
operative efforts. Therefore, alliances are 
consiamiy formed f nd transfermed, eitiie.' 
on the basis of enlightened self-inte.'est, or 
on tfie expedient principle of “enemy' set xniy 
is a frienir. Ne verthefns, formation of such 
alliF.’'.ces ofeii )c,irts to polarisation '/i;hn 
a social str>:ctiire. 

o:ich poiarisatiiM'. can be caused by a ser cs 
of inteirelatnl factors. One factor, necessary 
for polarisation, is '.he existence of a fev/ 
aiicnr.'.'.'.'t mettiben '.''ithin a lociai s;;u, turc. 
Or.e of the leasons for ilie;r alieitatic.i can 
be i. utreat, real or imaginary, to tliCir itotus 
in the existing social structure. These 
aiiena' td actors, s'.taring a common cogniti ve 
and affective orientation to the situation, if 
intcrcct ^vitll one anct.'ter cn a sustained 
basis, foroi .1 nucleus, developing a “we" 
feeling among them. They define themselves 
as at. ingroup, in opposition to tlie outgroup 


cotjiitkgof «'l Iboae v,'hodj not ihare their 
definition cf cte tituntk:i. They become 
catalysts by cc nvmunicitting their views, and 
generating ccnfidence among their potoitial 
followen. Pot this, they r«eu to gain social 
legitimacy as agairut their op.’oneiiU whom 
they inteti.d to challenge. They acquire 
legitimacy oy linking tlieirpenoiial profalefns 
with the general grievances acd material 
interests of a substantive uumber of their 
potential followersontheoneliand,and with 
un ideology, or a value system on the other. 
Thereby, tiiey create a l.-uger social appeal 
and try tc extend their ingroup bounduy. 

To polarise a lower-.'anking collectivity 
against highercol'ectivity, in .m asymmetric^ 
relationship, however, two inr;re conditions 
are necessary. One cciiditinn is the erosion 
of social legititrutcy of the higher collectivity. 
This can happen due to a v/idespread feeling 
of iiyustice or relative deprivation among 
the members cf the lower collectivity, 'fhe 
second, acd equally important, requisite is 
disappearanoeoffearof the lower collectivity 
regarding retaliation from the higher 
collectivity. For this purpose a hope of 
political support at the macro-structural level 
is necessary for tiie lower collectivity. 

Once 1 polarisaticn takos place, the 
cognitive, emotional, and epistei.-iological 
consequences, postulated uy hiertu.n, fellow. 
Both the ingroup and outgiojp make 
competing ci'dins lor gicup-uared truths. 
This leaves little space for lioidoig neutral 
or independent posi tion fer tiie acion caught 
insichasituation. Each group tries to enhance 
its ingroup solidity, which in part, is the 
function of outgroup hostility. Such an 
e.-notional stractureof interg.'i >up relationship 
crutes a fertile ground for pHceptive and 
intellectual distortions or errors on both the 
sides which further widen thealready existing 
social chas.-n, and create s potential for 
violence. 

[-XOTfiSS OF MoalUSAriON 

Further, this cass-study rever.i ^that mobi¬ 
lisation ti asocial mechanismhas integrative 
as well as 'Jisintexiiative co.njequences It 
can be disintegratix'e for the larger unit and 
integrative for thj sub-units or vice versa. 
In this sense, the integrative functions 
attributed tocorilict, by Sinu.xi andCoter,*' 
such as: (u)koundsry maimesarice, (b>centra- 
lisaticn cf internal contrpi, and (c) networking 
of alliances, .oje, in fact, tire products of 
mobilisation 

The process c f mcbilisation takes off when 
sr. aclivatci) nucleus emerges from within 
the unit a,id tries ta extend tiie boundary cf 
its ingroup. Ko x'exer.as the evidence shews, 
the process is slow and uneven, and ita 
percolates gradually from one substratum to 
another, as asserted ty £tz:,.iti. And tiie 
process unfolds graduriiy tlirough a series 
of mobilisational projects. Tliis stiKly also 
confirms tiiat these piojects liave a number 


of ftnetiooB ideiitifled by Btskmi auch as: 
(a) to prepare tite tnetnbeit for mote interne 
inobilisatitmal drives, by enliandng their 
emotional and normative commltinentt to 
the cause of the mobiliiation. (b) to teat the 
strength of barriers against mobilisation, and 
(c) to accelerate the group's power to act 
collectively by acquiring public ctmtrol over 
private resources such as time, money, and 
commitments diffused in individual 
members. 

However, in addition, tins study reveals 
that mobilisation has another function also, 
that is, of socialising the participants in the 
culture of collective agitation. 'Ibis may be 
a latent function, but the increa.<ie in the 
cognitive awareness and emoticna! 
involveinent of the participants prepares them 
better for being socialised into the v Ji.e 
system of struggle. For instance, in this cess 
of the working-class mobilisation, .n: 
illustrated above, the workers transcended 
their occupational divisions and parochial 
loyaiities. They developed a sense of class 
solidarity among themselves, indicating 
empathy for working class and antipathy 
towards the employers. In this sense as I 
have shown elsewhere,*’ trade unions do 
become the schools of class c jiis'ti'jLs.'ress 
and solidarity, as asserted by M^r:.: and 
Engels, if they struggle. 

This case-study confirms l .other 
proposition formulated by Eti.i.that 
■nobilisatiu.iui drive iniiiateJ by one 
collectivity has demobilising co.-isci uences 
for the other collectivity within the same 
social structure. This naturally sparks off the 
process of counier-mobilisaticr by the 
demobilised collectivity. But the :aidy also 
highlights the fact tliut the counter- 
mobilisation takes time to be effective if i’. 
begins only after the mebiiising unit has 
consolidated its position Net oniy that it can 
have boomerang effect if it begins after the 
unit IS considerably demobliseti. 

Moreover, as this study shows, oner 
mobilisation is initiated, and ;>'oment'itn is 
built up, often it goes beyond 'Ire cor.tioi of 
those wlio initiate tiie proces:.. Fcr inrlince 
in this case it was obvious that the un'on 
wanted to compromise at every stage. But, 
when the mobilisation reached a point of no 
return, after the relay-fast, it was difliendt 
for the union to back-paddic. Another point 
to be noted here is (hat, if a unit starts nu?bj- 
Ksing other allies from the suprastnicture 
then also (he process dap net remain in its 
complete control, [.'ccauae the mobilisaliun 
of allies not only adds mnmemur.i to the 
process but also brings in different motives, 
making it difflcult, if not impossible, for the 
conflicting units to voluntarily arrive at a 
bilateral compromise. 

All interesting fact which iseinerging from 
this study is that the inobilissrs hat e to affect 
to the ernotions of the mobilised in order to 
mobiliiethem. But when (liey have to argue 
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out their case to their opponents, and also 
to 'he significant segments of the 
supidstructure they have to appeai to 
rationality. In such a situation if emotions 
are based on non-rational grounds they cannot 
sustain their struggle, nor can they retain the 
loyalty of their supporters. As a result, 
ultimately, the movement fizzles out. 

It can also be inferred from this case-study 
that though the actual mobilisation takes 
place at a micro-level it is influenced 
considerably by the macro-level factors. As 
a corollary it can further be inferred from 
this study that this relationship is like a 
kaleidoscope; significant changes in the 
constellation of these macro-level factors 
influence the dynamics of micro-level 
mobilisation. 

This macro-micro link is also seen in the 
struggle for mobilisation and counter- 
mobilisation. For in.stance, in this case, the 
PKU tried to mobilise the support of the 
people at large, the press, the politicians, and 
the state and central governments. Likewise, 
the managerial elites of the Premier 
Pharmaceuticals also tried to countcr- 
mobilisc the support of the public opinion, 
the press, and the government. 

Finally, the management could win not 
only because its case was legally strong, hut 
also becau.se it had larger resources, and it 
could decisively mobilise powcilul political 
support at the highest level in its fa«uur. In 
this connection it is important to note that 
in spite of lesser resources, and the legally 
untenable demands, the PKU could prolong 
the struggle fur 18 days because it also 
mobilised the support of the ruling party. 

Thus, this .study confirms the ob.serv.iiionr. 
made by Tilly and Etr.ioni that mohilisaiion 
of powerful suprastructural units has a 
decisive effect on the outcome of conflicts 
Not surprisingly, therefore, in most cases of 
conflicts, from family to international 
relations, the conflicting parties tend to 
mobilise the support of such powerful units 
from suprasiruclure in their favour. 
Nevertheless, what seems to be important is 
that for a lower collectivity it is inevitable 
to mobilise itself first, to generate necessary 
power required to mobilise the powerful 
suprastructural unit in its favour, if it is in 
conflict with the higher collcaiviiy, and if 
the suprastructural unit is either non- 
committed or unfavourably inclined lo it 
However, if the mobilisation of the lower 
collectivity is not sustainable then it can also 
have suicidal consequences. 

Elites and Masses 

Binary Opeosites or a Chain in iNELiTNn- 
Structure? 

As noted earlier, some scholars like Marx, 
Engels, Lenin and Etz.ioni have emphasised 
the roleofelitcsin the process of mobilisation. 
But, the neo-Marxists like Ranjil Cuba, 
propounding the subaltern view reject the 


elitist theory, along with the elitist 
historiography. Clearly, the data presented 
above do not support the elitist theory of 
mobilisation. As the case-study illustrates, 
the leaders from the rank-and-file, the so- 
called activists or the worker-leaders, were 
in the centre-stage during the whole 
mobilisational drive from the beginning to 
the end. Nevertheless, they did take the help 
of the local elites, such as TB (AITUC), as 
and when they needed. But they accepted 
the elites of their choice, and rejected the 
ones who did not fulfil their aspirations 
Their very revolt against the leadership ol 
the Majour Mahajan and later, afterthe .stnkc, 
theirdecisionto join AITUC. while rejecting 
the INTUC-Congres.s(R) leadership, who, 
(hey thought, betrayed them, indicate this 
fact. 

Fuithcrmore, their revolt alsodcmoasirates 
that the elites, in fact, derive their power 
from such activists who are intluentials 
among the rank-and-file, and who normally 
prefer tobe an intermediary link, in (he chain 
ol inllucncc. by becoming ihc lieutenants ol 
the elites. And if these lieutenants shift their 
allegiance from one set of elites to another 
SCI of elites, then their followers also do so. 
Hence, concurring with William F Whyte,*' 
it can be argued that the revolts against the 
top elites do not directly emanate from the 
r ivscs, but from their lieutenants. Therefore. 
Ills difficult to agree with the subaltern view 
that the massesarecompleiely autonomous.** 
As a matter of fact, instead of taking "elites" 
and "masses" as binary opposites, or as 
dichotomous catcgoncs, heurisiically it will 
he more useful, as Merlon suggests, to xYsume 
a sham of influence between the clues and 
masses having several intermediate strata in- 
beiwccn.*'The data presented above support 
Merton's view that inlluence flow s fromonc 
sir.-ilum of influence siruclure to another 
adjacent stratum. ThecvideiKCalso indicates 
that it Is not always a one-way priKcss 
percolating only slownward. Nor is it 
completely vertical siiisc within the stiaium 
also inlluence l1ow^ hon/onully. In short, 
elite-moss relationship is jcompics structure 
of relationship wh'ch ntred not be stewed 
simplistically I'uun anyone of the two ends. 

In this connection, it is .il.so necessary to 
note the significance ol communication 
which linkselitcs with the miLs.ses, mnbilisers 
with counter-mohilisers. and conflicting 
adversaries with other units of the 
suprostmciurc. 

As It IS obvious, communic.ilion is indeed 
an indispensable aspect of mobilis,viion in 
a conflict situation. Its main function is to 
enhance cognitive awareness of ail concerned 
parties regarding the conflict. However, the 
choice of the means of communication 
depends upon several factors, such as;( I) the 
phase of mobiKsalion.tiilthetaigcl-audtence. 
and (iii) the resources available. It seems 
from this case that at the initial stage of 


mobilisation, in an asy mmelfical relationship, 
(he mode of communication used by a lower 
collectivity is likely to be a word of mouth, 
tuntamoum lo a whispenng campaign. It's 
advantage is that it can be earned out mostly 
underground, targeted only to a few and 
trusted colleagues. It has several functions, 
for the mobilising unit, such as: (a) providing 
common orientation to the potential 
supporters, (b) testing (heir willingness to 
go ahead in the campaign, and, above all, 
(c) quietly changing the situation, white 
keeping the powcrtul adversary in dark, to 
avoid any onslaught from the enemy before 
consolidating one's own forces. 

When conflict becomes public, the mode 
of communication also changes. It becomes 
manifest.and more formal, smeethe messages 
are to be sent to Ihc larger number of persons, 
quickly and unambiguously Ahhough.soine 
mcihtxJs of non-verbal communication, such 
as, wearing black-badges and hunger-sinkes 
can he used during ihis stage, mostly spoken 
word and/or written word is preferred. The 
advaniuge ol the oral communication, like 
slogan-shouting or public speeches, is that 
it conveys messages in emotionally loaded 
terms, creating a dramatic impact on the 
receiver. This type ot oral communication 
has the advantage ol receiving immediate 
teedhack also. Whereas, the advantage of 
written commumcaiion is (hat, it is less 
imhiguous and more useful to reach the 
wider audiences. However, even written 
nuidcs also differ. For instance, pnnted 
Icalleis arc useful when the target audience 
consists of (hose persons who are to be 
uciiially mobilised. Newspaper is preferable 
w lien the target audience is the general public 
nr government. Communication lo 
adversaries is mostly in the form of formal 
letters, memoranda or notices. 

Obviously the unit which has greater 
resources, can use several means of 
commumcaiion. more Irequcrttly, and more 
ellecuvclv. Tlicrcb:< it can inlluence the 
outcome ol the conflict decisively in its 
las our 

To conclude, with the help ol Ihis case- 
siudy I have tried to highlight some 
siKiolugically significant determinants and 
consequents of the two general processes of 
siK'ial polarisaiion and social mobilisation. 
While dmng so, I have attempted a lemative 
constilukition of the existing sociological 
tornnilal ions regarding these processes. The 
evidence conL ms many of these 
tormulations. suggests modifications m 
some, and brings to light a few new ones. 
What I have emphasi.scd is (hat the dynamics 
ot these social processes can he grasped 
bcttci if we examine them in a historical 
perspective on one hand, and in a dhcto- 
macro .structural context on the other. 
Nevertheless, a lew mine studies on dm 
theme, using different methodolofical 
approaches, may he useful since the data 
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provided by a case-study are historically 
specific. 

Notes 

[I am gnieful to N R Sheth, Robett Mooie, 
Robert Merton, Peter Blau. Bernard Barber, 
V N Kotfaah and 1P Vyas for going tfarongli the 
earlier draft and making useful suggestiotu. 
However, I alone am responsible for any enrors 
which might have crept in.] 
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PoUtttiiig Industries, Environment and 
Workers’ Health 

A Case for Intervention 

Mokol 

The polluting industries expose both the workers and the environment to hazardous substances. These industries 
are characterised by an insufficient and hazardous use of labour and an excessive use of natural resources. Thus 
the issues of betterment of working conditions ipside the industries and environmental protection outside it, are 
closely interlinked. Occupational health is an essential part of working conditions, since most of the health problems 
occur among workers exposed to unhealthy substances and dangerous situations. The awareness regarding the 
interlinkages of workers' interests, occupational health and environmental protection is increasing, as reflected 
in some recent initiatives and legal interventions. 


1 

A Landmark Judgment 

...A compensation of Rs one lakh each 
(which it still at the lower side) to the 
heirs of the deceased workmen would 
meet the ends of justice. We make it clear 
that the quantum of compenution being 
awarded in this cose shall not be a precedent 
in other cates because the compensation in 
such cases should have been much more... 
The first instalment of Rs two lakh shall be 
deposited with the LabourCommissioneron 
January I, 1997. The monthly instalments 
of Rs two lakh shall be deposited thereafter 
by 1st of every month till the total amount 
is paid. The Labour Commissioner shall 
proportionately dtsburse the instalment 
amount among the hens of the deceased 
workmen. 

We further direct the Labour Commissioner 
to have those workmen who are suffering 
from occupational diseases, medically 
examined within one month of the receipt 
of the order, so that the extent of disablement 
is determined... 

- Kuldeep Singh. S P Kurdukar, 
Supreme Court of India. Writ Petition 
(C) No 3727 of 1985, November 26.1996. 

A LESSER known judgment in the ongoing 
case of M C Mehta vs Union of India, 
popularly known as 'Canga Matters’, under 
Article 32 of the Constitution of India, for 
the first time establishes a noble principle: 
a polluting industry which damages the 
environment outside the factory, 
simultaneously creates havoc for the health 
of its workers inside the factory. Hence the 
industry h.is to pay the price of its pollution 
to the citizens in general, and to the sick and 
suffering workers, in particular. Largely at 
the receiving end from the courts as well as 
the executive in several environmental 
litigations, workers at last arc beginning to 
be recognised as an entity, to be taken 
seriously. The issue of workers’ health and 
safety in a polluting industry, which is facing 


the threat of closure, assumes special 
significance. Workers are not only to be 
compenstted for the loss or suspension of 
their employment; their loss of health, their 
death or disability must also be considered 
in the compensation package. This could 
also be with retrospeoive effect, especially 
in the case of polluting industries, whethn 
they are clos^ or likely to be closed in 
future. The court judgment is important, but 
the process by which this was achieved is 
as important as the judgment itself. This long 
process and its outcome gives a concrete 
example of the fact that environmental 
initiatives, workers’ organisations and 
support groups, people’s science activists 
and others can work together on the burning 
issue of industrial pollution, and can also 
promote their cause mutually. 

It started in the distant tribal village of 
Chinchurgeria, Jhargram in the Midnapore 
district of West Bengal state. A Slone crushing 
unit, Surendra Khanij, started here in 
Septendrer 1987. The unit was manufacturing 
quartz powder from quartzite stone and 
supplying it to different glass manufactunng 
units. Quartzite stone wasused as raw material 
for producing quartz powder and was brought 
from the local forest areas. 

The workers of this factory were severely 
suffering and dying (see Tables I and 2 on 
dead and suffering workers). They were also 
crying for justice, but the entire world out side 
their village was either unaware ut or 
insensitive towards their sufferings. Most of 
the workers were suffering from silicosis, 
whiebis one of the most deadly occupational 
lungdiiease in India. It iscaused by inhalation 
of free silica. ’The level of risk depends on 
three factors: concentration of dust in the 
atmosphere, percemage of free silica in dust 
and duiatioo ^exposure. Cough with sputum, 
decreasing body weight and general malaise 
are its symptoms. Chronic bronchitis is 
frequently assodated with advanced silicosis. 
This may progress to respiratory or cardiac 
failure. 


Had it not been for the existence of Quark 
Science Centre at Jhargram. it would never 
have been possible to know the fate of the 
workers of Surendra Khanij. Bijan Shararigi, 
a 33-year-old school teacher, and secretary 
of Quark Science Centre, clearly r emem hea 
their past years. Sitting in his small rented 
house in Jhargram, he states, "In early 1993, 
we came to know of a seiies of workers' 
deathsanddiseasesin Chinchurgeria, through 
two foresters of the forest department. 
Acii vists of Science Centre, along with three 
doctors, went to the village and spent four 
days there. We tested at least l(X) villagers, 
and then found that several of tliem were 
suffering from silicosis. Villagers told us 
that they had gathered twice at the gale of 
the factory, demanding its closure, but the 
police came and threatened diem. They 
became silent, in spite of fully knowing that 
the factory was the cause of thdr sufferings.” 

Sharangi narrates the course of aetkm, 
which finally led to the closure of the factoty, 
"Fiist. we organised a massive signature 
campaign among the villagers and people of 
Jhargram, demanding viosure and 
compensation. WeaUo organised many street 
corner meetings. When these programmes 
did not bear any fruit, hundreds of villagers 
from Chinchurgeria and nearby villages 
assembled in Jhargram in Apnl 1993 and sat 
on an indefinite dharna outside the SDO 
office. Thereafter the SDOotdered the dosure 
of the factory, which has since been closed 
till date." 

At this time, Nagrik Manch, a labour 
support group in Calciitta, along with six 
central uade unions- INTUC.ArnJC HMS, 
UTUC. UTUC (LS) and AKXTU -decided 
to take up this issue on a difrereoi plane. 
They forged a broader unity among difierent 
streams of trade unions, to defend the cam 
of dead and suffering wotkers of a pollutii^ 
industry, in consonance with the cause of 
environmental protection. Through the 
’Ganga Matters’, they all intervened in the 
Supreme Court and filed a public iMetesi 
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litigation, which said, “The indifferent, 
irresponsible and self-centred attitude of the 
auth^ty/owners of industrial units, which 
cause environmental pollution, is indeed 
responsible for the occupational diseases 
among worters of the respective units. That 
the workers are directly affected and suffer 
fromsuchoccupationspecificdiseases, would 
be. in part evident from the long list of 
unsettled claims submitted by the workers 
with Employees State Insurance Authority... 
Environmental pollution outside the unit and 
occupational diseases inside the unit are 
perhaps the two sides of the same coin. 
Whereas, the Supreme Court has already 
roost justly and effectively passed a series 
of momentous verdicts regarding the 
‘external’ environmental pollution, we are 
keenly awaiting its verdicts and directives 
regaling the ‘imemal’ occupational hazards 
and diseases...” They suggested to the 
Supreme Court that it should safeguard the 
right to livelihood of workers, besides its 
efforts at protecting the right to live. Besides 
this, it should alsogi ve directions to safeguard 
workers’ health from occupational diseases, 
which is ultimately related to the factors 
creating environmental pollution outside the 
factory. 

On April 21,1995, SupremcCouit directed 
the West Bengal Pollution Control Board 
(WBPCB) toget in touch with Nagrik Manch 
and others, and find out thcdetails of workmen 
who were suffering from occupational 
diseases in the polluting industries. 
Accordingly, the WBPCB requested Nagrik 
Manch to submit a report on cKcupational 
disea.scs in West Bengal. The Manch. which 
is a nun-funded, non-party, voluntary 
citizens’ initiative on issues relating to labour, 
industry and environment, hence submitted 
a report. This report, first of its kind in the 
state, identified some specific industries, 
including Sutendra KhaniJ, where prevalence 
of occupational diseases had been inferred 
and reported. It was found that the workers 
of coal mines, stone crushing units, textile 
mills, jute mills, asbestos handling units, 
metro railway, municipal conservancy and 
sewerage work, and chemical industries in 
West Bengal, were suffering from several 
occupational diseases, like Silicosis, 
pneumoconiosis, byssinosis, asbestosis, 
hearing impairment, infections and parasitic 
diseases and others. The WBPCB made 
further enquiries on the basis of this report, 
and also found out that 20 workmen had died 
due to occupational diseases in Surendra 
Khanij and 12 othen from the same factory 
were suffering from them. It was further 
stated that. “The District Magistrate, 
Midnapore has also confirmed that a number 
of workers have died due to environmental 
pollution from Surendra Khanij and some 
abouiers ate still suffering from occupational 
diseases.” 


The board flied its report in the court and 
bated on these reports, the court gave two 
directions in February and March 1996. First, 
it directed the secretary, health. West Bengal 
and director, health services. West Bengal, 
to tender all possible help to the workmen 
who are sufferi ng from occupational diseases, 
for having worked at Surendra Khanij. And 
secondly, it directed the industry to reply to 
the court, giving its responses and comments 
to the facts brought out in the report of the 
board. 

In the course of several hearings in the 
court, it was not only the management of 
Surendra Khanij and other polluting 
industries, who denied the existence tif 
occupational diseases among their workers. 
West Bengal government also took almost 
the same stand. On April 4, 1996, V 
Subramanian. labour secretary, government 
of West Bengal, while giving his reply at the 
Supreme Court, mentioned, “On inquiries 
being made by the Directorate of Factories, 
government of West Bengal in the name of 
Surendra Khanij, it was Icomt that the said 
unit was not registered with the Directorate 
of Factories. The said unit was visited by the 
Medical Inspector of Factories on May 13, 

199.^ when the Unit was found to be closed. 
No information therefore could be gathered 
either from the Management nr from the 
workers in respect of the matter. The Medical 
Inspector of Factoncs ul.so visited the 
ihargram Sadar Hospital for the purpose of 
further; inve.stigation. It is leamt that there 
was no report of admission of any such case 
in the said Hospital." 

Thus, the .Supreme Court on March 29, 
1996. once again directed the labour 
commissionci West Bengal, to hold an 
inquiry, to Itiu. out whether the workmen 
who had died or w ere suffering, were working 
with Surendra Khanij or not. It al.so directed 


the commislionerloftirther indicate whether 
the workmen in fact suffered from occup¬ 
ational diseases as a result of the pollution 
gmerated by the stone crusher units. 

Consequently, the labour commissioner 
appointed R K Saha, joint labour 
commissioner, as an enquiry officer, who 
along with S Ghosh, assistant environmental 
engineer, WBPCB, made a d^led survey 
of the factory and the workers. Their report 
makes a revealing reading, “The Unit was 
not registered underthc Factories Act, 1948, 
as required under Sections 6 and 7 of the 
said Act, whereon more than 10 workers 
were working, and manufacturing process 
was carried on with the aid of power... They 
did not obtain any ‘no objection certificate' 
from the West Bengal Pollution Control 
Board before starting the commercial 
production in the said unit... From the 
payment vouchers, it appeared that at the 
beginning, male and female workers were 
paid Rs 12 and Rs 10 per head per day 
respectively as wages, which were 
subsequently raised to Rs 18 and Rs 16 
respect! vcly... Out of the 20 deceased persons, 
16 were found to have worked n the said 
crushing unit. No records relating to their 
deaths were available. Hence, their actual 
cause of death could nut be ascertained. But 
from the verbal statements of the relations, 
it is revealed that all the deceased persons 
sutTered from breathing troubles, weaknesses, 
etc. They were mostly engaged in jobs like 
sieving, bag filling with stone dust, loading 
and handling dust bags in a confined space, 
dust collecting from bag bouses (which are 
not the conventional type of bag filters), etc. 
It is also stated by the relati ves of the deceased 
persons that most of them died even after 
treatment of anti-tuberculosis.” 

The report further states, “It is found that 
Dr Pranab Majumdar. MD (Calcutta) (Reg 


Tabus I: List and PARTiftiLABS of the Workeks and Villagers Who Have Oifji of Siurosis 


Nome of Ihe 

Person 

Age 

(in Years) 

Month of 

Death 

Fatber/Husbond's 

Name 

Periud of 
Employmeni 

Kaiui Murmu 

38 

June 1992 

Lale Kanka Murmu (FaJ 

1988-91 

Turi Honsda (F) 

16 

June 1992 

Matal Hansda (Fa) 

1988-91 

Sukhi Baskay (F) 

22 

January 1993 

Tuka Baskay (Fa) 

1989-91 

Soinbari Baskay (F) 

28 

February 1993 

Kanu Baskay (Hu) 

1989-91 

Gopal Hansda 

25 

August 1992 

Sukhlal Hansda (Fa) 

1988-92 

Lachman Hansda 

16 

September 1991 

Matal Hansda i Fa) 

- 

Oukhu Hansda 

45 

September 1991 

Late Ram Hansda (Fa) 

1992-93 

Oala Hansda 

16 

October 1992 

Late Dukhu Hansda (Fa) 

1988-90 

Luski Mondi (F) 

25 

January 1991 

Sambhunath Mandi (Hu) 

1988-91 

Binoy Hansda 

02 

March 1992 

Jam Hansda (Fa) 

* 

Kama Mandi 

30 

August 1992 

Late Daso Mandi (Fa) 

- 

Ram Hansda 

22 

April 1994 

Late Dukhu Hansda (Fa) 

1988-91 

Fulmoni MoiKli (F) 

25 

October 1993 

Mongol Mandi (Fa) 

1989-91 

Badol Murmu 

40 

May 1994 A 

Lale Joyram Murmu (Fa) 

1989-92 

Sono Murmu 

25 

January 1994 

Lale Joyram Murmu (Fa) 

I988-9<I 

Ramesh Mandi 

29 

January 1993 

Kunu Mandi (Fa) 

1988-90 

Kanai Soren 

36 

December 1992 

Pradhon Soicn 

1988-91 

Chompai Hembram 

30 

August 1993 

Masang Hembram (Fa) 

1988-92 

Shakuniala Mahota (F) 

32 

December 1994 

Rajen Mahaia (Fa) 

1989-91 

Rebati Mahata (F) 

32 

Match 1993 

Late Sudhlr Mahota (Fa) 

1989-91 
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No 39790), iuued a cettiricate d«ed April 
15,1993 as follows ‘Smt Fulmoni Mundi, 
aged about 25 years, of Chinchur^a, has 
been suffering from Silicosis and pulmonary 
tuberculosis and is under my treatment for 
the last three to four months.’ On query, 
Majumdar stated that he had suspected 
FUlmoni of suffering from silicosis, when 
the patient did not improve even after 
treatment of anti-tuberculosis drugs." The 
report concluded with the statement that 12 
surviving persons, who were workers of 
Surendra Khanij, were still suffering from 
occupational diseases. 

OnSeplember9,1996, the court asked the 
labour commissioner to assess the 
compensation in respect ofboth the categories 
of workers, after hearing both the parties. It 
said that the commissioner wi II also determine 
thecompensationtobepaidtoother workers, 
who were working with other industries and 
who had died us a result of occupational 
disea.scs or those who were suffering from 
these diseases. 

It is signiricani to note that Schedule III 
of Workmen’s Compensation Act specifics 
the diseases which are notifiable and for 
which compensation may be claimed. 
Schedule IV on the other hand provides for 
a table enumerati ng a I ist of factors, accordi ng 
to the age of the worker, which would be 
usedtncalculatethecompensation. However, 
the rules and procedures of computation, 
governing the payment of compensation to 
occupational disease victims do not exist in 
the said act. Hence, scientific compulation 
of compensation on the ba.sis of wn^men's 
compensation act is not provided for in the 
instant case and so cannot be completed 
under the act. 

Nagrik Manch. at this juncture, tned to 
evolve a scientific method for compulation 
of life valuation and compensation for death, 
or total and partial disablement, on the basis 
of general laws of the land and other relevant 
laws. Considenng the average age of the 
workers and the expected age of the spouse 
(and dependent), they counted the average 
income per head (GPD per capital), inflation 
rale (change of CPI for industrial workers 
over previous year), interest rate (maximum 
interest on deposit), present value of Re I 
after one year, by making adjustment for 
inflation (at 10 per cent compound pa at 
interest rate of 12 per cent compound) and 
the sum of present values of future amounts 
of Rs 12,000 pa adjusted for future inflation 
(at to per cent pa compound) at an interest 
rate of 12 per cent pa compounded for 35 
years. This came to more thw Rs 3.00,000. 
They also suggested a second method of 
computation, taking into account the 
minimuin rate of wages in stone crushing 
units, average »ge of victims, both dead and 
alive, average numberof yeanof service left, 
taking 60 years as age of retirtmem and a 


grots lots of earning. On this basis, the 
compensation amount came to Rs 2.67,000. 

But strangely, the labour commiukmer 
suggested that the dead workers were entitled 
to compensation at the rate ofRs 50,000each 
and the surviving suffering workers should 
be compensated in accordance to the 
principle laid down under the Workmen’s 
Compensation Act. 

The court, in its final order of November 
26,1996, found the suggested compensation 
for the dead workers ‘on the lower side’; but 
without going into the issue of determining 
(he principles and procedures for 
compensation in the absence of clear-cut 
rules, it awarded an amount of Rs 1,00,000 
each. For the surviving suffenng woikers. 
the court directed for the compensation 
formula, which comes within the act. The 
court also directed that in case the 
compensation amount is not paid by the 
factory owner, it shall attract interest at 12 
per cent per annum. 

11 

Surwivora and Sufferings of a Dying 
Village 

Chinchurgheria is aliving testimony to the 
devastation of an entire village due to 
industrial pollution, and no amount of legal 
intervention can undo this destruction. 
Chinchurgheria is a dying village of tnbals, 
in (he Jhargram sub-division, klidnapur 
district of West Bengal. This i.s (he village 
where Surendra Khanij was situated, and 
Irom where most of the workers were coming 
to the factory to earn their livelihood. Ii is 
a small village, which is totally shattered due 
to the large number of deaths and disease 
since the last few years. Not a single house 
is left in the village which has not seen 
immature and painful death, and most of the 
remaining houses have one or the other sick 
person, suffering from silicosis. They arc 


silently waiting to die, without any medical 
ireatmem. They are waiting for the Supreme 
Court compensation to arrive, which shows 
no signs of coming, even after many months. 

From Jhargram railway station, it is a one- 
hour journey by road to reach this distant, 
quiet, but clean village of tribals. Before the 
village starts, one notices the closed building 
and broken boundanes of Surendra Khanij. 
A huge pile up of waste makes the surrounding 
area ugly and dusty. Chinchurgheria is quite 
an old village and (he older generation also 
does not remember how long they have been 
living here. It is a village of only 25 houses, 
and they have nothing else to live on, except 
wage labour. They have no land, no other 
source of liveliho^. They go to the nearby 
markets and towns for manual work. 

In such a situation, when Surendra Khanij 
started its operation, it goi an easily available 
pool of workers. This was a stone crushing 
unit, using quart?itc stones, crushing and 
gnnding dust like quan^. The powder was 
dispatched mainly to Hindustan Glass 
Factory. Hooghly. of West Bengal and also 
to some Bombay based glass manufacturing 
factories. Along with the tribals of 
Chinchurgheria. villagers fromPasro. Borla, 
Piyalgcrc, ChotoLodhoshuIi. etc. also started 
coming to ihc factory . 

The production process was simple but 
very dangerous. Lumps of quartzite were 
broken into smaller pieces in a machine 
which was located in front of the main gale 
of the factory shed. The broken pieces were 
then carried by head loads to the grinders 
installed inside the factory shed. The powder 
was then graded by using sieve and packed 
in bags by workers tor transportation by 
trucks. 

When the enquiry officer visited 
Chinchurgheria village in pursuance of 
Supreme Court's order, he found out the 
following. “On inspection it appears thw 
most of the du.st control device.s were broken 


Table 2. List of 12 Pebsons Scffekinc f«om OcavATiosiAL Diseasis in 
Slucvma Khanij Indlstkies 


Name of ihc Person Age Father/HusbanJ’s 

Suffenng (in Yean) Name 

Name of the Hospital 
Wheie Being Treated 

Period of 
EraploymeiN 

SumI Murmu 

.TO 

Late Kabul Murmu 

Jhargram SI) bospiiai 

1988-91 

Raian Hembram 

29 

Kalicharan 

Jodavpur TB Demonstration 1988-92 



Hembram (Fa) 

and Training Centre. Medical 




College Hospital (Nov 24, 93 




to June 5. 1995) 


Sankro Hansda 

.1.5 

Manik Hansda (Hu) 

Jhargram Hospital 

1990-92 

Saraswaii Mahata 

40 

Late Lachman 





Mahata (Hu) 

No licaiment 

1990-92 

Rabi Mahata 

33 

Late Dbiren Mahata (Fa) 

Priitush Kar. Jhargrain 

1989-92 

PaiKhantn Mahata 

42 

LatePbiren Mahata (Fa) 

No treatment 

1991-92 

Nanda Mahata 

.39 

Late Bhuchung 





Mahau(Fa) 

No treaimeru 

1991-92 

Balram Hantda 

3> 

Late Sasa Hansda 

No treatment 

1989-91 

Rupchand Mandi 

40 

Late Srinath Mandi 

Noiicatmem 

1988-91 

Silabatuj Murmu (F) 

20 

Duma Murmu (Fa) 

No tieaunent 

I9S»40 

Laxman Hansda 

25 

Maul Hansda (Fa) 

No treatment 

1990-9} 

Jamu Hansda 

22 

Sukhlal Hansda (Fa) 

No treatment 

m 
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•lid jtinked—The system of dust collecting 
devices, particulariy M the bag house area 
was not eco-fri^ly. It was also noticed that 
the cleaning system of the bag bouse was 
mamial in nature...From the verbal statement 
of the relations it is revealed that all the 
deceased persons suffered from breathing 
troubles, weaknesses, etc. They were mostly 
engaged in jobs like sieving, bag filling with 
stone dust, loading and handling dust bags 
in a confined space, and dust collecting from 
baghouses (which were not the conventional 
types of bag filters), etc. "They further noted 
in their report, 'The inhabitants of 
Chinchurgeria village, which is in close 
proximity to the said crushing unit, are the 
worst sufTerers. It might be due to the dust 
pollution (silicosis dust) generated from the 
said unit.” 

Nobody knew in the beginning as to what 
was happening to the workers of Surendra 
Kbanij. The first caseof death among workers 
was reported in January 1991. but very soon 
it became a regular happening. By the end 
of 1992, at least 10 more workers of the 
factory died, suffering from fever, cough and 
breathlessness. The death count continued, 
and it continues even today. The whole vill age 
is broken and shattered and the villagers are 
struggling hard to survive. 

Matal Hansda, 65 yean old, is a father of 
a dead daughter and son - Turi Hansda and 
Lachman Hansda - who were working in 
Surendra Khanij. His only surviving son, 
LAhan Hansda was also woiking in the 
same factory and now suffers from chronic 
silicosis. MataJ Hansda. sitting in front of 
his broken hut, says, ‘Turi died first. She 
worked there for more than three years. She 
started coughing and became breaAless. She 
started taking very less food. Once we took 
her to the doctor, but to no avail. Then she 
completely lost her voice. L 3 nng voiceless 
on the bed for months togetlm, she died in 
acute pain." 

The old father again witnessed the death 
of his son after two years. Helpless, living 
in abject poverty, he could not do much when 
Lachman died. His other son, Lakhao, is now 
passing through the same phase, and slowly 
reaching his doom. Matal always lives 
his suffering son, and takes care of hiiiL But 
he himself is also facing acute hunger 
situation, as he says, “I go to the nearby field 
with my cow arid goats. But that is not 
adequate to fill my stomach. I am hungry. 

I will also die in tire coming days.” Lakhan, 
who it now 30 yean old, cannot even speak 
property. He always has pain in this chest. 
He tpe^ ”I can't take food. 1 can’t walk. 

I am having treatment but it is not giving 
me much relief. My wife evns something 
from dafly wcik in the market.” 

DnUm Hansda, Ram Hansda and Dala 
Hansda - all three of the same family, died. 
Now the only adult person alive in the family 


is Sttkhul Muni Hansda, wifeofDukhu. Ste 
has three small sons to take care of. Sukhul 
finds her life to be really tough and wants 
to take revenge from the people who have 
done this to her. She expresses her anger, 
“The factoiy owner should be give death 
punishment in the same way as we have died. 
After the initial years, we tried hard to close 
the factory, but even the police came in 
support of it.” Sukhul feels very helpless. 
“Three earning members of our family have 
died, but my hunger is still alive. If they were 
alive, my situation would have been different. 
Why should we not get compensation at the 
carlicstT’ 

Sita Murmu lost both her husband and 
brother-in-law. She renremben tho.se days, 
“My husband Badai Murmu and his brother 
Sunil were wotkingin Surendra Khanij. They 
worked there for four years and then started 
suffering. No relief came from anybody and 
till date, I have not received any assistance. 

I know the pain and misery of hunger. People 
say that we will get some compensation. But 
who knows when?" 

Kanai Soren died and his widow Chum 
Muni Soren lives in the village with two sons 
and two daughters. She works as an 
agricultural labourer, but gets work only for 
4-5 months in an year. Weeping intensely, 
she says, “I compel my children to driiik 
some moAuwa. so that th^ lose their appetite 
and do not cry for food.” 

Kanai Murnui was otre of the first worker 
ofSurendraKJianyiohavediedin 1991.His 
widow, 3S-year-old Baso Murmu, now works 
in the local market and takes care of her two 
sons and two daughters. Her 10-year-old son 
also works in the market. When Kanai fell 
sick, the management refused to take any 
responsibility. Then he was taken to a private 
doctor. Subroquently he was admitt^ to a 
T B Hospital near Kharakpur. He did not 
respond to the treatment and died in the 
hospital. Baso is facing the tame hardship 
tt other families. 

She has several pressing things in her 
mind, “There should be proper compensation. 
One sbmild think what is proper for a family 
of five or six to survive. There should be 
timely payment of this compensation. Not 
only this, villagers should be infomred 
properly of the dangerous equipment in a 
factoiy. When this factoiy opoied in our 
village, nobody told us that we were gmng 
to die. One goes to woik to earn hei/hit 
livelihood. If people die while working in 
a factory, what use is work? We want to work 
in a factoiy when people do not die from 
diseases." Baso is not sure when the 
compensation money will comein her hands. 
She has some faint hope, though she is not 
co nfi dent about her future at all. 

Pasio it another tribal village, from where 
woikcrs were coming to Surendra Khanij. 
More than 100 houses of tribal Santhals are 


situated here. They have no land. They work 
in factories, in markets or in various 
government schemes. Here, Sunil, an ex- 
woiker of Surendra KhanjJ, it waiting to die. 
For him, lifeisaburden since 1991 Suffering' 
from Silicosis, hit body is now reduced to 
a mere skeleton. Though he is taking some 
medicines, they are almost totally ineffective 
on an empty stomach and a weak body. 

Sunil a^ for some monetaiy help from 
whoever visits hit place. He is not abie to 
breathe property, so he cries to express 
himself. He says. ‘There is no food in my 
home. Since days together, I have not had 
sufficient food. Man cannot live by medicine 
alone. I first need food, then I can think of 
anything else. I have sold all my land to feed 
myself and get some treatment. Now what 
will I do? Plea'je try to anange some money 
forme. I do not have the energy to run after 
the Supreme Court to get compensation.” 
Sunil wants the owner of the factoiy to be 
punished, “The owner is responsible for all 
our pain and agony. He should also suffer 
like me. Then only he will understand our 
situation.” 

A deep sense of disappointment, 
helplessness and sadness, combined with 
profound and deep suffering, prevails in the 
village. The village has nothing to look 
forward to. except disease and death. The 
only exception we find is the 30-year-Gld 
Sankro Hansda of Chinchurgeria. While 
working in the faaoiy for two years, she also 
suffered from silicosis. It became severe. 
She was bedridden for two years. But she 
did not lose hope, nor did she succumb to 
her disease. With all the support of her 
husband, who is a daily wage earner in the 
market, she is still fighting against all odds. 
Though she is unable to work, she is slowly 
recovering and can now sit property. She 
smiles and says. “Everybody used to say that 
I am going to die, but I am alive. I warn to 
live and work. I will continue to live. I will 
comeback again and be like previous times.” 

ni 

Some Notes on Other Industries and 
Diseases 

Surendra Khanij is not the only culprit in 
the state. There are many other industries 
here, like textile, chemical engineering and 
others, where a large number of woiken are 
suffering from occupatiorul diseases, but in 
most of the cases, they are unattended, 
uncared for. They have faced cominuous 
harassment and are at last being partially 
recognised, only after a long course of 
individual struggle. 

Radharaman P^kar, 47 yean old, is a 
living case of a worker, suffering from 
occupational disease in a cotton mill in the 
Taralala nea of Calcutta. Suffering from the 
occupational disease ‘byssinosis* since the 
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eady 1990i, bebai now focovwediMtti^ 
but it unable to do any heavy wotk. He hat 
been lUfted to a (Ufreiem department after 
a lot of penuaiion. But he eamt lew in hit 
new woric. 

Racttianunan wai working u a reeler in 
thereeUngdepertmentofthemillsince 1968. 
He started suffering from acute respiratory 
problems since 1989.Sevenchest congestion 
and cough became hit cmstant companions. 
He wu covered under the ESI, but first he 
decided to go in for private treatment. In 
January 1991, he went for a check up at the 
ESI, when ‘bystinotis* ww mentioned in hit 
prescription, but with a question mark. He 
was given tome medicine, but that did not 
help him at all. 

Radharaman became serious in December 
1992 and then he was admitted to an ESI 
hospital for nwre than four months. This 
time, hit cUteaie was fitully diagnosed at 
cotton induced bronchital asthma 
(byuinotit). The doctor strongly advised 
him to avoid cotton dust in his wotk (dace. 
He got tome relief, but after his ditdtarge 
from the hospital, he ww forced to work in 
the same department. 

Radhasaman again became critical and 
this time he went to ESI, Manik Tal, for 
s{>ecialised treatment in hdarch 1993. He was 
advised to go in for a lung function test. He 
had to pay a private doctor for this. In July 
1993, he applied to the regional director, 
ESI,to allow him to appear before the special 
medical board. He ww given (lermistion and 
in March 1994, he ww produced before the 
commisaion. The medical board decided on 
a 40 per cent disability for him and gave a 
compensation of Rs IS.68 per day since 
December 1992, when be was first admitted 
to the ESI hospital. However, this was not 
an end to his constant haraument. 

Radharaman narrates his agony, “Even 
though I was an ESI holder and the Board 
had found 40 per cent disability, the 
management refuted my case of 
redeploymem. I ww not allow^toeven join 
my work. I ww getting compensation, but 
ww dejirived of my wages. I ww again and 
again wking for redeploymem. The issue 
finally reached the labour commissioner, 
and after several dates and discuwions at a 
tripartite level, I ww redeployed in gw 
wielding w a helper in October 1996.1 ww 
in a desperate, hand to mouth situation 
through dl these years of litigation." 

Radharaman is a tad (lerton today, “In all 
these years of my (Min, nobody exce|)i a 
social erganisetion, came to my rescue. The 
unions, labourcommittioner. all were asking 
me to take tome lumpsum mcmey from the 
management and leave the job. The 
management does not like me at all and 
always keeps an eye on me. There ate many 
mote wotk^ tuHering like me in the mill, 
but they are to scared of losing their jobs. 


that they do not want to say it opeidy. I have 
prepared a list of 47 fellow workers who are 
tufreting from the same^problems.” 

Shokti Dutta, 48 years old, works in 
Waldiet factory, Kann Nagar in Hoogly 
district. He ww mriting rtust from lead in 
the ptdm factory since 1970. Nowadays, he 
is suffering from lead neuropathy. He cannot 
move one of hit hands since the last two 
Xeart, 

Shakti bw also the tame story to narrate, 
“When 1 went to the ESI in early 1993,1 
ww in deep pain. I ww neither able to work, 
nor able to sleep. But ESI did not admit me. 
I ww to get all my tests done from 
the market. After a lot of problems, I ww 
admitted in an ESI Hospital in May 1996. 
The treatmem bw not imrch improved the 
condition of my hand. I am still unable to 
do much work with it." 

Shakti ww also refuted redefiloyinent Iqr 
the management. He ww forced to continue 
with the same job even during his treatmem. 
OnlyinMarch 1997, the rnanagetnem agreed 
for his redqiloymieitt. This happened only 
after the ESI director, ins|iector of factories, 
labour commissioner and others tried hard 
to pursuade the managemeitt for this. 

Samir Kumar Rai also works in the same 
factory since 1970and is suffering from lead 
neuropmhy. Rai shows his crippling hands 
and says, “I have been facing this problem 
since the last three years. The ESI treatmem 
has im(»oved my cmidition very marginally. 
There is very little grip in my hands now. 
I ww shifted to another depaitmem at the 
start of my disease.” 

Ashim Roy, an activist of Nagnk Manch, 
informs, “Thm are alarge numberof workers 
in Waldies Factory, who are suffering from 
lead poisoning. We requested the medical 
inspector (factories), to show tome interest 
in the matter. He ordered for blood tesu of 
all the workers. Recemly, blood tests were 
conducted of 73 workers, but they have not 
been given their reports." In the meamime, 
the management floated a voluntary 
retirement scheme for all the workers. This 
clearly indicated the nianageroem's plan to 
get rid of the ailing workers. 

Sanat Kumar Paul ww a casual worker in 
Eco Battery Industries, Belghachia Road, 
Calcutta. He ww not covered under the ESI. 
He started having problems with his hands 
in 1993. The private and ESI treatmem 
conTirmed his ^seasc w lead ncunmathy, 
but the managemem retrenched him in the 
same year. The bipartite and tripartite 
meetings held under the labour department 
yielded no results. 

Swat Paul questions, “What to do in this 
situation? It will be a long legal exercise. 
Either I have to go to the Compensation 
Court under the Workmen’s Condensation 
Act, which will continue for at least 3-4 
years. Or tty to do an out of court aetUement 


with the managemenL There should be a 
separate Compensation Court for 
occupational diseases, to give speedy relief 
to wotken like me.” 

rv 

Bntialiiiag wHIi the State 

Everybody in ibeofTicial circle inCalcutta 
agrees on one thing, i e. that the Supreme 
Court judgment on workers and villagers of 
Chinchurgheria, is a landmark, in terms of 
protecting the workers' lives in the 
unorganised sector. But, thereafter, ofTidak 
give several reasons to expbun why they are 
not being able to irnplemem even the basic 
elements of it, why the judgmem cannot be 
followed up in the state, or why it bw not 
been |x»sible for the state machinery lo 
initiate action against the culprit industiies. 

“It is a milestone judgment. It is 
unfnecedented," commeitts B Mukherjee of 
West Bengal (xiltution board. It ww the 
board which had first recognised the suffering 
of mine workers at an official level, and also 
filed reiwrts at the insistence of Supreme 
Court. He continues, “Now we have tm role 
in this issue and neither hw the Supreme 
Court asked us to monitor it in any manner. 
Then, there is w such no provision under 
the Environmem Protection Act to deal with 
the sufferings of workers. Ideally speaking, 
state pollution control board should not allow 
these units to work. But this does not happen 
in practice." 

Subesh K Das,labourcommissioncT.givea 
similar explanations, but raises some more 
questions regarding the judgmem. He says. 
‘This type of judgmem creates a precedent, 
a model to follow. But at the same time, it 
is also necessary to consider whether H is 
possible to im(>lemem such judgmems. The 
employer's ca{>acity to |M) should be taken 
care of. In the informal sector, it is difftcub 
to pay Rs one lakh in one go “ 

'nie labour commissioner further gives a 
list of reasons for being unable to im|)lemew 
the Su|>reme Court judgment, “I issued a 
notice to the managemem fur collection of 
the compensation money. The managemem 
said that they are not in a position to pay. 
They then advcrtited for sale of their ptop^, 
but there were no buyers. I filed a case 
against the management under the 
Workmen'sCompensation Act. This ww the 
only means I had. Somebody hw to go to 
the Sufireme Court once again. I cannot go 
there. For the living workers, who are 
wffering from occupational disewes, we are 
pursuing investigation w per the directioM 
of the Court h is still not complete.” 

The labour commissioner knows t h a t th e re 
are many probletns of occupational haahk 
utd lafety in the state. But be also hat no 
heaiiaUon to state that it is not potiRite to 
ins(>ect each and every factory la their 
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JtRiidiction. His statement holds some truth, 
aa S Chatteijee, joint chief inspector of 
factories also states that there are only two 
factory inspectors for tlie 2,000 regi.stered 
factories in Howrah District and there are 
12 vacancies out of the 18 sanctioned posts 
of factory inspector (medical) in the entire 
state. 

V Subramanian, labour secretary, 
government ofWcst Bengal, seesihe situation 
changing and the issue of occupational health 
slowly coming on the agenda in the rei-cnt 
past. He welcomes the initiatives being taken 
by unions, support groups and others in this 
particular field. But when it comes to 
particular activities and responses of the 
state govemmeiu i here is very little to share. 
“Why should I go to the Supreme Court 
againfortheimpicmcniationolthejudgment? 

I have the powers and the administrative 
structure here. First I will pursue the issue 
here and then will decide the future course. 
Why should I try to establish a parallel 
health system on occupational health, 
when state hospitals .ire taking care of 
workers’ health, and they are doing a fine 
job,” he comments, while contradicting the 
suggestion put forward by the labour 
ci'.inmissioncr. 

He further explains, "The issue of 
occupational health is very wide. It is a very 
complex one. Doctors, engineers, air 
hostesses, journalists, you and 1, everybody 
suffers from occupational diseases One 
cannot take care of the health oi cs cry citi/.en 
in the state. I don't defend environmental 
■ hazards as such. But it is better to work for 
20 years anddie afterwards tmm occupational 
diseases, than todie of hunger, due toclosure 
of a faemty in the name of pollution und 
hazards.” The labour secretary also believes 
that It is not possible to detect occupaiiona! 
disea.sesof workers, especially in the informal 
sector. More than governmental action, it i<, 
awareness, education and training .iinocg 
workers and management that is needed on 
this front today, according to him. 

However, in spite of this lacklustre 
response, the government docs seem to he 
moving for the first time and recognises the 
actual need to launch some concrete 
programmes. As Shanti Ghatak, state labour 
minister, states, "Last year only, we opened 
an occupational disease centre at the ESI 
hospital, Thakur Pukur. At Manik Tola ESI 
Hospital, there is a medical board, constituted 
for workers suffering from occupational 
diseases. At Belur ESI Hospital, an 
occupational disease detection and treatmem 
centre has been opened up." Now there are 
at least two ESI hospitals in West Bengal 
which can detect and treat occupational 
diseases of workers covered under ESI. We 
have also been told that since 1996, there 
have been 13 cases of occupational diseases 
detected at the ESI hospital, Belur. 


V 

One Step Forward 

On April S and 6, 199^ a workshop on 
occupational dtseases was organised at Belur, 
Howrah, by Shramjivi Hospital, Nagrik 
Manch and Bank of Baroda Employees 
Union. Victimsofoccuptfionaldheasescame 
there and their cases were deliberated upon. 
Representativesof some centra] trade uniofu« 
Regional Labour Institute, Inspector of 
Factories, and ESI Hospital, Belur. al.so 
participated. It seems for West Bengal, that 
the issue of occupational health is now 
becoming, in principle at least, an element 
in the policy proposals of trade unions and 
labour support groups. 

Whai were the compulsions (hat forced 
labour support groups und trade unions to 
show a keen interest on this issue? In what 
context did they propose it? How do they 
sec it? What programme.s and policies have 
they in mind for the future? 

"A new kind of closure, i e, pollution 
closure of roclorics, emerged in the country, 
as well as in Wc.st Bengal, in the 1990s. The 
w'uy the court was giving decisions and the 
manner in which they were being 
implemented in our state, led to a sense of 
betrayal among the workers. An impression 
was gaining gniund that all environmental 
concerns and Judicial activism ba.scd on it, 
were against their employment. Thus we 
wanted to turniheissueof industrial pollution 
and environment protection as also an issue 
ol workers'health.ofihcir life and longevity, 
of their physical and mental well-being. We 
wanted to establish the responsibility of the 
employer, not only towards (he environment, 
but also towards his worker,'' explains Naba 
Dutta, general .secretary, Nagrik Manch, while 
commenting on their initiative and the coming 
together of several trade unions in the 
Isuprcme Court. 

He also highlights some other compulsions, 
“What else could one do in the prevalent 
situation? Under the relevant acts, the courts 
and the government con make the lives of 
polluting industries hell, if they want to. 
There are provisions of jailing, fines up to 
Rs .S lakhs, attaching of property and what 
not. But this is not happening. Only simple 
closure is taking place, and it is the worker 
and not the owner who is getting punished. 
The closures were not taking place under the 
Industrial Disputes Act, which could have 
given us some scope of protest, but under 
the Supreme Court directives. In these 
circumstances, we decided to evolve a new 
slogan, a new path, a new approach, to addre.ss ^ 
the .simation.” 

A leading activist of this initiative, Ashim 
Roy. throws more light on the situation, 
through a different perspective. Says he. 
"The initiative, from a citizens' group like 
us, was needed to start from above initially. 


It could (hen be tnatfimned to MtlVWei 
from below. Ours it • throe tier aim; to 
establish some infraitnictiue, to disseminaie 
some infonnaiion and based.on that, build 
up some cases of compensation, lemBug to 
a larger movement." 

What have been the gains, other than (he 
SupremeCouii judgment? Datta replies, “We 
started from zero two years back. Now wc 
are some steps ahead. But even today, it has 
broadly remained a legal battle. And even 
within the legal, administrative confines, 
there arc many tasks that remain unfulfilled. 
First, occupational diseases should be 
detected and diagnosed under the government 
machinery. But this is inadequate in itself. 
Second, there should be preventing measures, 
includingredcpioymcnt afterdiscovery. This 
is totally non-existent. Third, there should 
be proper compensation. There arc some 
damages, like lung damage, which arc 
calculable, but the damages on skin, wrist, 
etc. arc not easy to calculate. Norms and 
guidelines to assess these damages must be 
evolved." 

This particular initiative and its role in 
raising consciousness on the issue of 
occupational diseases, has also galvanised 
various central trade unions. Here, central 
trade unions like AmiC, HMS, UTLIS, 
UTUS (LS), INTUC and others are open in 
accepting their shortcoming on this account. 
They now realise the need to integrate the 
issue of health and safety in their programmes, 
especially in the context of heightened 
environmental consciousness and activism. 
At the same lime, it was also clear during 
our interactions that they were yet to formulate 
any concrete programme.s. 

“We. the trade unions in the slate, were 
always negligent on this is.suc. This aspect 
was not uppermost in our policies and 
programmes. And thus the situation has 
aggravated to this .stage. Private sector is not 
the only culpnt; even in public sector, like 
in the Calcutta Port Trust, the situation is 
very alarming. In and around Calcutta, there 
arc a large number ot chemical factories, 
where the working conditions are dangerous 
in termsof health. The government is shifting 
the lanncrics. hut no measures have been 
taken to improve the technology and working 
conditions of these factories. Wc have 
accepted this shifting, without questioning," 
accepts Ranjit Guha, secretary AITUC, in an 
interview. He continues in a more positive 
tone, “Even within the present situation, the 
inside andouUideenvironment oflhe factory 
should be balanced. Now it cannot remain 
in the same way as it used to be.” 

This realisation within the trade unions 
cuts across political and ideological lines. 
Samar Chakravorty, general secretary, 
INTUC, has a different explanation of the 
situation, 'The Supreme Court judgment has 
opened the floodgates. It should be taken in 
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itt wider diMieniioR. The jadgmem ii not 
only eboot compenMUon, money, etc, it ii 
■lio about quality nun and life, quaUty 
productioii and pnxhictivity. If a woifcer ii 
not a quality man, he cannot produce quality 
goodi. The queition of ptayikal fonniUion 
of a woiher and the humaniiatioa of woric 
place ihould be an impottant agenda for all 
of us. Otherwise, if a woiter becomes sick 
or vtctimof pollution hazards in a competitive 
environment, he will be a social parasite.” 

Chakravoity criticises the attitude of the 
government a^ the employer, ‘The present 
attitude of the employer as well as the 
government is socially unacceptable and 
economically unproductive. Prior to 1993. 
there was not a single worker in the state 
who had been given compensation on account 
of occupational diseases under the ESI. Trade 
unions nuist now give up their dogmatic 
ideas and accept the commendable role of 
support groups, social organisations and 
NGOs in this field.” 

Ashok Ghosh, general secretary, UTUC, 
puts more blame on the government, 
“Occupational health is a problem but 
undoubtedly it is not as valid as the problem 
of employment. However, the government 
cannot ignore it under any pretext. Whether 
tnule unions responded to it or not. the 
government should have tackled it. We should 
put pressure on the govemmoit to activate 
the machinery which they have created.” He 
is also of the view that the Supreme Court 
judgment is not an outcoitK of a strong 
movement. He believes that actually the 
movement is lagging behind. Trade unions 
ate priionen of their commitment given to 
workers to protect Iheireniployment, to secure 
their bread at any cost. 

But Bhajan Das Gupta, general secretary, 
HMS, sounds nroie frimk in his assessment, 
“I can give you hundreds of so-called valid 
reasons for not taking up the issue of 
occupational health and safety. But the bitter 
truth is that we have totally failed. Now the 
time has come. Some social organisations 
have rightly taken some steps, and now we 
have to do the same." 

VI 

HeaUng Touch through a 
Workers’ Hospibri 

Initatives on workers' health and safety 
express themselves in multiple ways in the 
hate. A unique experiment is that of a workers 
hospital, fu^oning against many odds, but 
which is there to stay, haunting the collective 
consciousness of society. It is irideed rare 
to find a hospital in the country established 
by workers and their unkmi. ‘Shnnyivi 
Hospital', which is only 3.5 kms away from 
Howrah station and at walkingdistance fmn 
the famous Behir Math, is an inspiring 
endeavour of woiken of a closed and sick 
htduiuy. They started it, out of their own 


neeeasUy, and aUo to expand the union’s 
activities in a hitherto neglected field. But 
slowly it has become an essential activity of 
the whole communlcy in that area and local 
teachers, artlsu, doctors, social workers and 
students have all become involved in it in 
one way or another. 

Surrounded by factories, mostly closed, 
small shops and houses, Shramjivi Hospital 
stands out on a main road, going towards 
Howrah. The building of the hospital is like 
a home - a small old house of five-six big 
and medium sized rooms, a staircase going 
through a verandah and a first floor with a 
tin shaded working space. The rooms are 
exceptionally neat and clean and in order, 
with patients and their attendants. Of course, 
there ate some nurses, dressed in white 
clothes, moving from one room to aitoiher. 
But the local workers normally do several 
important and regular works of cleaning, 
helping, etc. There ate iron beds, stretchers, 
lights, tables, benches, like any other hospital: 
but they all bear a simple, raw and robust 
look. The woikcrs themselves made it for 
their hospital to save money. It is a hospital 
which(kMH not look likea hmpital; a hospital 
which looks more like a peaceful place for 
living and healing. 

"Muncy is not always what is required for 
belter treatment It is a myth neated by the 
present medical system. The treatment and 
care system can be developed in close 
association with the comnKNi people," says 
a doctor who regularly comes here fur some 
hours. He is not the doctor who gives 
his time to the hospital; there .ve altogether 
12 like him. They come once, twice or Ihrice 
a week, according to their fixed schedules, 
and give specialised services to patients 

The hospital and their donors work in a 
highly professional manner, so that poor 
patients can get timely treatment and care. 
Every evening there is a general outdoor 
which is absolutely free of cost. Eye or skin 
specialist, pediatrician or gynecologist, 
charge only Rs 11. The doctors divide their 
time to cover up the whole of 24 hours, so 
tha one orthe otherdoctor isal ways available 
in the hospital. There are a total of IS trained 
voluniecfs, who come in shifts, but two of 
them are always present in the hospiial. Then, 
there are always workers available as 
volumeers to support the regular staff of the 
hospital. 

The hospital is really simple in its out¬ 
look, but performs some complex functioiis 
like MacMurry osteotomy, eye lent 
transplantation. Plastic surgery, external 
fixatioa in difleient types (rfextenial fractures, 
etc. And the charges are unbelievably low 
in the hospital, in comparison to the rmet 
being chafed in other hospitals in the same 
area w in Calcutta city. TV chwges for an 
operatkm and post operation care in hernia 
me Rt 975. whereas they are Rs 5.000 at 


other placet. Same it the case with 
appendicitis. Shramjivi boapital takas a 
nuxiroumofRt IS00,o<bett^fU7j000- 
8,000. The other amenitiet offered by the 
hospital include ordinaty blood tests for Rs 
7, blood-sugar tests for Rs 11 and EGG for 
Rs 21. The hospital has till date canried out 
more than 350 operations. 

“Of course the charges are just here, but 
wc do not come here only for that reason. 
In (his area alone, there are two government 
hospitals and dozens of private nursing 
homes. They also provide treatment to the 
patients. Even if one could afford them, s/ 
he comes here. Here we feel at home. Here 
we feci as if we will live longer," says a local 
resident Pratap Sinha, who has undergone 
a long treatment in the hospital. 

Such is theemolional attachment and bond 
that workers and their families feel with the 
hospital that they never warn to leave h. We 
met with a S3-year-old worker Chitraii)an 
Paul, who was working with Indo-Japan 
Steel. After the closure of the factory, 
Chitranjan started some petty shop. In July 
19%, his gastric ulcer became serioui. He 
was first taken to the outdoor after blood 
vomiting. The doctors advised him to shift 
to some other hospital. Chitranjan rememben 
those critical days, “I told thm clearly tlut 
whether I live or die, I would not go to any 
other hospital The doctors tried hard to save 
my life.” After his full recovery, Chilranjtn 
decided to devote all his tine to Sbran^vi 
Hospital. He is now a full lime helper at the 
hospital and goes to his house only at night. 

It is a long journey of almost 10 yean of 
trade unionists, doctors, workers, social 
activists and many others coming together, 
which has made Shramjivi a living reality 
today. The growing health and safety 
problems in that particular anra. tragic deaths 
of woikers of Surendra Khanij, subiequeH 
Supreme Court judgment on it and the 
ongoing campaign on the issue of occu¬ 
pational diseases in the state, is posing some 
new tasks before the hospital. 

P G Bhatiacharya. a trade unionist and a 
social worker, who is one of the leaihng Hghi 
behind ihe concept of the hospuai, recalis 
(he past with a sense of glory, "TV whole 
vea of Belur Math was filled with a large 
number of workers, most of them migrants 
from Bihar and Uttar Pradesh, in Uie 1980s. 
Not only the workers, but other residents 
were also faang a lot of health proMctns. 
At (hat tiine, there were unions, like Indo- 
Japan Steel Employees Union, which wanted 
to lake up the issue of wotkets' health in a 
constructive manner, and also to do some¬ 
thing for the society at large. There were 
associarions of doctors, like the Peopie'i 
Health Service Association, whidi waMeii 
to wtnk among tV wotking people. Bedt 
came together and suited Hus iiiiliaiive ia 
1983 in a very modest maimer." 



Shnoijivi HoqiMai wm ituosuralod al a 
vefy mtall and diitaiK plaoe, but k waa only 
outdoor. Then it wai sblM to a oiore 
coBvan fa iU place, near the Natkwal Iron and 
Steel Factory ia 19S9, end lome 
investigatians, x-nyi and minor operations 
were staited. But there was still very less 
space. In 1993, the Indo-Japan Emptoyees 
Union got this place, where Shramjivi 
Hospital is situsa^ at presefU. 

“it was an old, shattered house." says 
BhogendraJha,an)igrant worker from Bihar, 
living in this locality since 1968. He 
continues. "The Indo-Japan Steel Ltd 
Employees Union and the workers decided 
to work on their own. The union purchased 
more than 1,000 kg of iron scrap and the 
workers, after their wtHidng shifts in the 
factory, themselves made operation tables, 
lamps, trolleys, chairs, etc. out of that scrap. 
We all worked day and night as if we were 
building our own house." 

In this way, Shranuivi Hospital came into 
being with four beds ^an operation theatre. 
The union and the workers continued to 
contribute on a tegular basis. Workers 
contributed Rs 10 per month voluntarily. 
Based on these contributions only, the 
hospital's infrastructure was developed. 
Never in the past or in the present, have they 
ever askedforor accepted contributions ftom 
any corporate groups or foreign agencies. 
But Ind^Japan Steel has been closed since 
July 1996 and is also facing the imminent 
threat ofwindingupby government hgenctes. 
Thus the stable source of income for the 
hospital is dried up now. Then what will 
happen in the future? 

A local councilor Anmjit Sinha, a school 
teacher PrashanioShadukhan.asocial worker 
Sanat Ghosh, local residettts like Vasanto 
Rao, Amaijit Sinha, Phani Majumdar and 
many such people are now making a sincere 
effort here to see that the hos|Htal does not 
close in difficult circumstances. There are 
more than 100local people whohavedecided 
to r^ulariy contribiM to the hospital. These 
are the people who organist a ‘Save 
Shramjivi Ctmvention’ in March 1997 and 
took out ademonstnttion formass collection. 
Someartistsalsopafbmiedin l996tocollect 
funds. They have now decided to make this 
an annual feature. 

Asaschool teachers N Bhattacbarya aptly 
co m ments, “We have realised that it isinour 
self interest to come together in defense of 
the hospital. Actually we want to defend our 
health. There are many big nursing homes 
for rich, moneyed people. But this is the only 
one which we have." 

A small boy of about four years, comes 
to us, while we are talking in one of the 
hospital rooms. Both his legf are deformed 
since birth and since the last four months, 
he is being treated here through external 
fixstkms. He once had got a plaster in both 


Us legs at Us native place of Bihar but k 
did not work. His grandraoifaer tells us,‘'The 
Uther of the bi^ tuns a smaD lea shop U 
a railway depot here. We bad ahmtys been 
made to believe that solar eclipse at the tine 
of childUrth had been thecauseofthe child’s 
problem. But when we came here, we got 
the tight advise and the child is improving. 
His one leg is almrat cured now.” 

An old heart patient arrives. It seeau he 
has had a heart attack. He has to be rushed 
for diagnosis, then ECG. Then Immediately, 
he needs to be shifted to an intensive care 
unit in some other hospital. There is an 
urgency. All the docton, nurses, attendaitts 
available are trying todo whatever is possible. 
A doctor, visibly upset, says, ‘Thk is the 
problem. We have a heart specialist in our 
pool of docton. But we do not have the 
instruments." 

A young doctor. Anil Saha, who is also 
the secretary of the hospital, has dedicated 
his life to serve the cause of this workers’ 
hospital. A soft spoken, pleasant Saha 
explains his pbilosophy in simple words, 
“We want to serve the poor people. We want 
to give them proper treatment and cate. We 
want to use our skill for the common people. 


Todiiy the treattMUt is avaiUUe «u|y for 
iwiBeyed people. We wcMldUkntoihowdui 
tieutneuctw an d s h ould be develapedwkh 
the people. People’s power is the last word, 
not the taoiiey.” 

This dedicalion 'and determination of the 
common people gives confidence, even in 
extremely difficult dtuatkns. A worker, 
Ramadin, has given one or two hours ever:' 
day to the hospital since its incepHui. He 
has also learnt first aid. Now he is 
unemployed, but he has not hist hope, “I will 
go to some other place to seaich for some 
job. But the hospital will devdop. Local 
people will give their shoulder. Pe^le will 
come and go, but the hospital will renwin.” 

Against all odds, they decided in April 
1997, to set up a bi-weekly occupational 
disease detection cerSre at die hospital, which 
will be one of the rare ones in West Bengal 
To deal with the problem of industrial 
acfidents, they would also like to develop 
the facilities for micro vascular surgery in 
future. “But this all will devdop only if the 
participation of workers, their unkms and 
other people will develop. Seeing the present 
situation, one is very ho^ftil,” dreams Saha, 
with his burning eyes. 
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Rural Labour Muicet in Kerala 

Small Holder Agricaltare and Labour 
Market Dynamics 

MRSokuMumNair 

The pattern of land distribution and the nature (rf the crops grown are, inter alia, two key determinants of 
rural labour market dynamics. Most of the existing literature on rural labour markets have the skewed distribution 
of land and the predominance of annual crops as their behavioural assumptions. It is argued here that the theories 
developed on these assun^tions are unable to explain the labour market behaviour in rural Kerala where 
agriculture is characterised by the predominance of small holdings and perennial tree crops. These two characteristics 
have substantially altered the structure of the labour market from the stylised model and hence theories based 
on the dominant norm fail to explain the labour market behaviour in Kerala. 


1 

THE rural labour market in Kerala ii 
characteriied by a number of paradoxes. 
Kerala hat the highest rate of unemployment 
in India. At the tame time it eryoys one of 
the highest wage rates for rural labourers 
including agricultural labouien [Agricultural 
Situation 1994]. However, there is statistical 
evidence to show that the average number 
of days worked by an agricultural labourer 
has declined over the years in Kerala 
[Vaidyanathan 1994b]. This trend is 
accompanied by rising r^ wages. What is 
more, Kerala has the highest rate of rural 
non-fvm employment and the highest rate 
of total unemployment (Vaidyanathan 
I994a:47]. Whm it is claimed Ihm rural 
unemployment is rising in Kerala, there are 
reports to the effect tlua there is a shortage 
of rural labour especially in the agricultural 
sector in the sense that en^rlflyers are willing 
and are actually seeking to hire additioiul 
workers at the going wage rate but find no 
more available at that rate. 

Rural labour market in India has been 
studied by many scholars. A survey of such 
studies is available in Kalpana Bardhan 
(1977,1989). A main strand of the available 
literature tries toexplain rural labour nuakets 
in terms of their interlinkages (Bharadwaj 
1989: Bhaduri 1983). But the KeraU situ¬ 
ation does not just fit into that framework. 
These theories do not seem to explain the 
si nailtaneous presence of high unern^ymem 
and high wagerates. Krishnan( 1991) recently 
made an effort to offer an explanatim to this 
phenomenon in terms of‘inter-ielaled’labour 
markets. He arguesthattheincreaaed demand 
for labour in the construction sector leads 
to wage increase in that sector. Wages in 
other sectore follow suit and the rdative 
wage ptfily gels re-established. This is the 
mechanism through which the paradox of 
high unenqiloymenl and high wages gets 
resol ved. One is tempted to ask two questions 
in this context: Ifihereishighunempioymeiil 
in the rural sector and the rate varies between 
ifaedUbnnl subsectors, why should the wage 


relative remain stable? In other words, what 
it in question here it the tenability of the 
implicit attumpiioa that while wage rates for 
skilled worken in the construction sector ate 
endogenously determined, they ate exoge¬ 
nously determined in the rest of the rural 
economy. Secondly, given high unemploy- 
mem, is it possible for uruonisation to keep 
wages high on a continuous basis? Hence 
the problem needs further investigation. 

The objective of the presem study it to 
offer an alternative explanation to the 
paradoxical behaviourof rural labour market 
in Kerala. It is hypothesised that there is a 
situation of relative labour shortage in rural 
Kerala caused by the small holder tree crop 
character of the agricultural sector 
accompanied by high trartsaction costs due 
to the various imperfectkms and tegmmtaiion 
of the rural la^r market. The paper is 
arranged in foursectitms. Section 1 provides 
a broiKl framework to uitderstand the 
dynamics of rural labour market behaviour 
in Kerala. In section II, the factorsgovermng 
the labour demand condidoiu are analysed 
withetnpirical data. Section 111 tries to explain 
the stiddness of labour sup|dy in the context 
of increasing demand. In the final section, 
we discuu the nature of the relative labour 
shortage in Kerala and the different factors 
that accemuate k. It alto examines the itnpli- 
catioiu of the labour shortage for labour 
market flexibility and agricultural develop- 
mern in Kerala. 

The rural sector i n Kerala has the foUowing 
typical features. 

(1) The average size of holdings it relatively 
low. Consequently, land dittributioo is less 
skewed and even labouren posteu soitK 
land. 

(2) The cropping pattern is characterised by 
the predominance of comroercUl and tree 
crops. 

(3) The labow market is fragmemed by 
vilia^ and the village market is hiither 
s egrnaaied by skill and type of tasks. 

(4) Wage rates are high and do not 
sif^AoiMly vary with seasons and acrou 
the villages. 


(S)Govemmem subsidies, welfare measures 
and other transfer paymenu keep the real 
wages high as also the reservation price of 
labour. 

Let us consider a situttion where there ate 
a large number of small farmen and ntral 
labour households. While the small fannera 
areunorganiicd, the rural labourers are highly 
organited either in trade unkms or infarmal 
groupings. This implies that the rural 
labouren can considerably influence the 
supply decitiottt in the labour markeL But 
the small holders, as they are unorganised, 
are not able to influence decisions n^i s r d mg 
labour demand. Unlike their coumerpam in 
the inter-linked markets, the small holdert 
are very weak. In contractual situations, thqr 
ate at the receiving end. This makes a lot 
of difference in the labour market dynrunict 
in rural Kerala. 

When the rural labour market it frvnenied 
by village, very little inter-village labour 
exchange takes place. Possession of smaD 
plots by virtue of land reforms, nearly 100 
per cent eruolmcnt in schools, reladvdy 
smaller gaps in inter-viilage wage rales, etc, 
add to the stickiness of labour supply in the 
spatial cHmension. There is also firagmentadon 
of the market by skills and tasks. There aro 
certain agricultural tasks the performance of 
which reipiitcs specialised skills and hence 
entry is restricted. Inoertaincasestbeicparied 
labour shortage may pertain to a particular 
skill or type of labour. Here two aspects mny 
be noted. One is that the excess supply is 
not iHiiform as the village labour mato is 
further segmented by skill. Secondly, a 
situalion of exceu demand may occur even 
when tbere is no excess demand in terms of 
numbers. This happetrsbecauseofmooi m ileie 
information, unenforceable contracts, 
difficulties of negotiation andco-ordmabon, 
and high rectuitmeni and supervisioo costs. 
The aocentuatioo of the tnnsactian and 
supervision coiu g e ne r at es the paradmt of 
labour 'shortage* in spite of unde romploy- 
mem of the landpoor (Baidban. K1919). M 
asmidt peasamcontmiuuiy traniatliuniuaii 
ate low. But in moR ei mtft n aocleticfc m 



the network of interdependence widens, the 
impersonal exchange process gives 
considerable scope for all kinds of 
opportunistic behaviour such as cheating, 
shirking, moral haxard, etc [Bardhan, P K 
1989:5]. The cost of transacting in such 
societies may be high. 

Hiring of wage workers by farm employers 
for critical seasonal farm tasks entails 
transaction costs or the risks of not being 
able to mobilise a sufficient number of 
workers at the right time. Similarly, in labour 
hiring there is a combination of supervision 
costs and low incentive for unmonitored 
effon [Collier and Lai 1^86:124). The 
efficiency of hired labour is a function of 
the intensity of supervision provided by 
family labour which may be called 
supervision diseconomies of scale [Collier 
and Lai 1986:126]. Similarly, there are 
certain operations in agriculture such as 
harvesting which are performed by infor¬ 
mally organised groups and not by directly 
recruited workers by the farmers. As 
harvesting is an operation with a time 
caruiraint, there is very high transaction cost 
involved in getting the group at the right 
time. If the group is not cohesive enough, 
as happens very often, the supervision cost 
considerably increases. 

Small holders are constrained to inefficient 
contracts because other modes are not 
feasible. Further, the very nature of daily- 
rated market rules out tied transactions 
(Narayana et at 1989]. But considerable 
horizontal ties exist among the workers even 
when they have entered into contract with 
dMbrent employers. These ties become 
stnmger, if the employers are particularly 
SMHlI holders. This gives riseto unenforceable 
coittracts. 

Information costs constitute an important 
- part of transaction costs (Bardhan 1989:6]. 

• When there is adequate information, which 
'i, is not quite unlikely in a village setting, all 
employers know who is and who is not a 
good worker. Since there is heterogeneity of 
labour, employers preferentially employ 
labourers whom th^ know to be better 
woikers (Binswanger et al 1984:31; Rudra 
1982:71; Richards and Martin 1983:8]. 
Though there is heterogeneity, inferior 
labourers cannot be paid less than their better 
counterparts because of the intervention of 
various factors in the market The preference 
for workers of known ability over those 
of unknown ability results in what is 
known as adverse selection [Greenwald 
1986]. This line of reasoning leads to a 
situation of excess demand for labour even 
when there exists an excess supply in terms 
of numbers. 

Similarly, in the village context, workers 
also have information about employers. The 
worker would like to work with those who 
m less exacting. If there is no effective 
supervision, the relative autonomy of the 
worker is high [Bautisu 1987]. This is one 
of the reasons why the workers have a special 


preference for non-farm jobs which are less 
amenable to direct monitoring by the 
employer. Similarly when there are many 
small farmers, the workers do not have 
adequate information as to who has work for 
the day [Binswanger et al 1984:144], In 
small holder agriculture, the employers are 
so numerous that there are considerable imer- 
farm differences in the timing of the 
operations. Therefore, the transaction cost 
associated with job search are likely to be 
very high. On the middle size categories, the 
family worker, while not fully engaged on 
own farm, may not be able to take up wage 
employment continuously and could be 
available only for .short periods [Bharadwaj 
1989:54). As a result, the pn^bility of 
finding employment or finding enough 
labourers is not equal to one [Binswanger 
ct al 1984:13]. At the same time, one may 
find woikers not able to get employment. 
While in large farms, work availability is 
continuous and in large quantum and 
information about which is easily available, 
it is of short duration and discrete in nature 
in small farms. 

The high transaction cost in the casual 
labour market is accounted for by a host of 
factors such as social and demographic 
factors, emigration, farm fragmentation due 
to land reforms, commercialisation and 
counterseasonality. New job opportunities 
cropped up in construction, repair and 
maintenance, processing services, 
commercial activities, etc. Similarly, rapidly 
increasing production of agricultural 
specialities such as coconut, rubber, etc, has 
piuk labour demand at different times of the 
year absorbing much of the slack time of the 
farm population. Non-agricultural activities 
are mostly in off-peak seasons. Thus a 
counterseasonality effect is introduced 
through the involvement of a portion of the 
labour force in non-agricultural activities 
[Muqtada and Alam 1983:101]. Moreover, 
commercialisation has resulted in a significant 
shift from family labour to hired labour. 
Even when the remuneration in non- 
agricultural employment is not substantially 
higher than the agricultural wage rates, the 
work may be year-round and the scope for 
sequential job advancement better. This 
attracts workers itKreasingly to non-farm 
activities. Further, emigration, apart from 
opening up the middle eastern j^ market 
to Keralites impacted the dornntic labour 
market through the increased spending of 
migrant's savings on housing and consumer 
durables. This has created heightened 
opportunities for unskilled workers within 
die state. 

Anothercauseofihetighuiessofthelabour ^ 
market enhancing the transaction cost is the 
spread of education in niral areas. The high 
literacy rateimpliesthatasizeable population 
of the lower age group are kept out of the 
workforce as students who constitute a 
substantial segment of the non-workers 
[Narayana et al 1989]. 


The supply of labour depetxis. to a gnat 
extent, on the reservation |»tce of the worker. 
The reservation price of woikers is enhanced 
by a numberof factm like short term transfer 
payments such u relief type em^oyment in 
the rural public works, creation of non-land 
assets through IRDP, free schooling and 
opportunities for skill creation for children, 
foreign remittances, land ownership, fr j 
entitlement andother social welfarenieasuies. 
Land reforms have endo«n*:l the Kerala 
worker with a home site which has at least 
freed him from residential insecurity and 
dependency as a source of exploitation 
[Bardhan, Kalpana 1989]. Ahigh reservation 
price thus obtained empowers the labourers 
to negotiate risk sharing transactions and 
contractual tie-ins to their favour. 

The present study is an attempt to 
understand the paradox of labour scarcity in 
the avowedly labour surplus rural economy 
of Kerala. The available secondary data, 
though they do provide considerable insight 
into the macro-economic characteristics of 
the labour market, do not shed adequate tight 
on the micro dyiuunics of the situation. 
Therefore, a detailed household survey was 
carried out in the Paihanamthitta district of 
Kerala in 1989. It is a relatively new district 
carved out of thcQuilon district. This district 
is known for its highest literacy level. It also 
accounts for sul^tantial emigration to west 
Asia. The district is comprised mostly o( 
high land and mid-land. A variety of crops 
such as rubber, paddy, coconut, tapioca and 
vegetables' are grown in this region. Five 
villages, viz, Iravon, Vallicode, Ktxhimon, 
Koipuram and Ranni were selected at random 
for bailed investigation. From each village, 
50 labour and 50 cultivating households 
were randomly selected for data collection. 
The necessary data were collected on two 
rounds, one during the peak season and the 
other during the lean season from 241 labour 
and 241 cultivating households. 

II 

Demand for Labour 

The holdings in the sample villages are 
medium-sized. The average size of holdings 
is only 3.09 acres (Table I). Nearly 33 per 
cent of the holdings are less than two acres 
accounting for about 14 per cent of the area. 


Tabu I: Pekcentaoe DmwsunaM or 
LANOHOLOiNa BY Size 


Size of 

Holdings 

(Acres) 

Percenuige PerccnUige 
of of Ares 

Holdings 

Avenge 

Sire 

of Holding 

0.00 - 0.49 

1.24 

0.14 

0.36 

0.S0 - 0.99 

5.81 

1.50 

0.80 

1.00- 1.99 

25.72 

12.12 

1.46 

2.00-4.99 

52.29 

51..54 

3.03 

5.00-9.99 

10.00 

12.86 

26.16 

6.28 

andBbove 

2.07 

8.73 

13.00 

TotsI 

100.00 

100.00 

3.09 



Atthei«iddteortliediitribiitioii.(ep^ 

die hoidliif fiv of 2>5 acres, ihMt area little 
above 52 per cent of the households and at 
much ana. At die top end of the distribution, 
there an IS per cent of the households 
acoouitting for about 35 per cent of the area. 
Only 2 per cent of the holdiiigt are above 
10 acres and the area in this catepiry is only 
9 per cent of the total. Such a distribution 
pattern may genenue agreaer lidKiur demand, 
if accompanied by certain concomitant 
characteristics. 

Of the several factors that may influence 
the demand for labour, the two closely 
connected with land distribution are cropping 
pattern and cropping intensity. Table 2 shows 
that only 26 per cent of the area under 
cultivaion account for paddy. Rubber is the 
predominant crop. The rest of the area is 
devoted to other crops which are largely 
commercial. Thus the degree of 
commercialisation is relatively high in the 
sample. Except inthe lowest sizeclass.paddy 
is not the major crop in any holding. A 
cropping pattern of this type has importam 
im^ications for demand for labour. Rubber 
and other tree crops are not generally 
considered to be labour absorbing. They 
generate demand for labour during the initial 
three to four years. After that nurturing of 
the trees requires lesser quantum of labour. 
Once the trees are grown, the major source 
of demand for labour is harvesting for 
coconuts and aiecanuts, and lapping for 
rubber. These tasks are highly skilled and 
specialised and hence the labour market is 
segmented. 

The predominance of tree crop agriculture 
does not, however, imply a lower labour 
demand. It is quite unlikely that the trees on 
all holdings inthe villages have crossed their 
early stagesof peak labourdemand. In Kerala, 
the transition to tree crop agriculture has 
been a slow but steady and staggered process. 
This has been because, the holdings arc 
small in size and the number of holdings 
numerous and hence cropping decisions are 
made in a discrete fashion. As a result, the 
labour demand remained more or less stable 
over the years. Another demand augmenting 
factor is that these trees are removed and 
replanted after 2S-.30 years. Thus the cutting 
of old trees and their replacement and the 
consequent nurturing for a period of 3-4 
years generate further demand for labour. 
These processes lake place in different 
holdings at different time periods. 
Consequently the demand for labour either 
has increased or remained steady. Further, 
tasks associated with tree crops are not icason- 
specifk as in the case of paddy. This helps 
to wipe off the large gaps in labourabsotption 
between the peak and off seasons. We do 
not have data on the age distributkm of tree 
crops to arrive at any estimate of the level 
of labour absorption at various stages in the 
tree crop life c^. Tree crops along with 
paddy p^de a seasonal balance in labour 
detnud. However, it may be argued that it 


need notper wfeneraie any greater demand 
for hired labour given the fiict that a nuyority 
of the holdings are of smaller size where the 
labouruae pattern is likely to becha r ac t er i sed 
by the predominance of family labour. 

Table 3 presents data on the labour use 
pattem. It is seen that only 10 per cent of 
the total demand for labour is met through 
family labour. A large proportion of the 
labour requirement u met through hired 
labour even in smaller holdings. This it 
necessitated by the relatively smaller 
household size. As seen from Table 4, the 
average householdsizeisonly4.9S. Together 
with this we may considerthe fact that fanners 
constitute only 23.2 per cent of the total 
number of memben of the cultivating house¬ 
holds. On an average only 1.15 persons per 
household are available for farm work. Ihis 
figure is two in the lowest size class and less 
than two in all other size classes. These 
figures show thru in the medium and large 
size classes, the invol vetnemof family labour 
IS not very significant. It is by and large of 
supervisory nature. Family labour is not 
adequately forthcoming; much of it is 
employed in the other sectors of the economy. 

Further about 60 per cettt of the members 
of the households have educational 
quail tications of the level of SSLC and above 
(Table 5). Nearly 17 per cent are graduates 
or postgraduates or professionally qualified. 
Only 38 per cent were found to be below 
SSIX level. It is generally found that the 
educated are not available for farm work 
despite being unemployed. 

When considering the distribution of 
household members by educational 
qualifications and size of holdings, it is seen 
that only households possessing less than 
2 acres account for more than two members 
having lower educational qualifications. In 
higher classes the number of such persons 
is less than two. Even in the lower classes, 
if one out of the two happens to be the 
housewife who generally looks after the 
household duties, only one person is 
effectively available forfarm work. All these 
indicate that even smaller holdings have 
fairly high demand for hired labour. 

A surer way of gauging the true nature of 
demand for labour is the availabi lily of labour 
per acre within the cultivating hwsehohls. 
The available number of adult males and 
adult females per acre per household are 0.74 
and 0. 68 respectively. As expected, these 


ratiof fall slitfpiy wlthrizeofholdiitgs(Tibie 
6). In holdtn^ of the size of 2 acres and 
above the minibef of adnh males as well as 
females per acre is lew than one and in the 
largest size class these ratios are 0.20 and 
0.23 respectively 

Another significant dimension of the 
problem is that only 21 per cent of the 
cultivatinghousclioldsdepend on agncuhure 
as their major source of income. Further, as 
Table 7 shows, only in the case of 16 per 
cent of the farmers agnculture has a gteaier 
than 50 per cent share in their total income. 
Moreover, the percentage of such farmen 
sharply declines with size of lioldings. 

There are also certain other factors which 
have contributed to the increase in the demand 
for hired labour. Nowadays bullock labour 
is increasingly being replaced by human 
labour as far as possible. This possibly has 
two effects. One is that it can le^ to 
mechanisation of agriculture, but the 
relatively smaller size of holdings does not 
permit large scale mechanisation. The other 
effect is an increase in the demand for human 
labour which is in fact happening in Kerala 
at present. Moreover, the practice of direct 
seeding, extensive weeding, direct 
application of weedicidcs, fertilisers and 
pesticides, etc, also seem to have increased 
labour demand. 

While taking into account labourdemand, 
a factor that needs cniical consideration is 
the fragmentation and the consequent 
multiplication of tasks. In the past many 
tasks such as cutting the harvest, creryirtg 
the load to the threshing yard winnowing, 
drying the hay. etc, were part of harvesliiy 
for which a single wage rate existed. Now 
many of these tasks are segregated from 
harvesting and each task carries a separate 

Table .1: PFBCEvrAOE OunuBirnoN of Faiolv 
Labour and Hired LABOtn Embloyeo iy 
Size nr Holdings dubinc the 
Preceding Week oe Survey 


Size of 

Holdinp 

(Acres) 

Percentage Perceiwage 
of Family of Hired 
Labour Labour 

Teui 

U.OO- 0 49 

25.0 

75.0 

100.0 

0.50-0 99 

23 3 

76 7 

100.0 

1 00- 1.99 

13 8 

862 

100.0 

2.00- 4.99 

10 1 . 

89.9 

100.0 

5.00- 9.99 

5.8 

94.2 

1000 

10.00 Bnd above 7 4 

92.6 

100.0 

Total 

I0..3 

89.7 

100.0 


Table 2: Pbbcentaoe DureiBimoN or Abea unocb Crots by Size or Holdings 


Size of 


Petcentace of Area Under 



Holdinp 

(Acres) 

PiMldy 

Robber 

Other Tree 
Crops 

Other Crops 

FaUow 

Toad 

0.00-0.49 

55.0 

16.1 

0.0 

26.0 

00 

1000 

0.50-0.99 

21.2 

19.7 

4.2 

46.5 

28 

IflO.O 

LOO-1.99 

35.1 

43 1 

2.7 

202 

0.4 

100.0 

2.00-4.99 

24.9 

49.2 

9.6 

15.3 

0.9 

100.0 

5.00-9.99 

20..3 

52.3 

7.7 

15.2 

4.3 

lOM 

10.00 and above 

36.2 

45.1 

12 1 

6.5 

0.0 

it)0.t 

Total 

25.9 

48.3 

8.2 

16.1 

1 7 

lOM 
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Ole 

%jyk. pert of a tingle 

vftIKniaependent iaski now. Thus we tee 
diat new jobs are additiofially created om of 
the existing ones. All these have further 
enhanced the demand for farm labour. 

m 

LaboarSnpfily 

The labour supply function in the rural 
economy of Kerala has been madeexnemely 
complicated by tlw interaction of a number 
of inter-coiuiected and varied factors. It is 
generally argued that the labour supply in 
a rural economy, to a large extent, is 
influenced by landholding of labour 
households. We have seen elsewhere that the 
size of holdings of even cultivating 
households is relatively small in the sample 
villages as in the rest of Kerala. Naturally 
the sizeofhokfingsoftutal labour households 


Vy of the labour 

mMlSMMldt. Only I.S2 nMmbers per 
boiitehold are available for mannal wotfc mti 
of a total of 4.75. The rest irf the hooaehold 
memben do not enter the market ftarmaiMal 
workers. Above 5 per cent are engaged in 
petty business and another 6 per cent in 
salaried jobs. About 32 per cent are cfaildten 
and the aged. Eighteen per cent of the 
members are educai^ (in the tense that they' 
have passed at least SSLC examination) and 
unen^yed, but not available for manual 
work. The percentage of unemployed aitd 
available for manual work is only 6.5. The 
dependency ratio, i e, the latioof non-working 
members to the working members per 
household is 1.28. This ratio is higher among 
lamfliolding labour households (1.37) than 
among the landless (0.53). This ratio also 
suppotu the negative asset effect hypothesis 
mentioned above. Thus it is dear that only 
a relatively smaller proportion of the rural 
woikenareavailableforactivitiesassodaled 


Igboar supply Mch an lag m aa ti i a n by 
vUlage. letigl^ caaia, skin, elB. In Karala. 
it seems that the mobiHly of woriMs bon 
one village to another has coma down 
ri gniflc^ y Inieoentyoan. Thteis m a wll y 
attributed to land r eform s which secured a 
h ffT»«»Md for the tenant The spread of 
schools even to remote villages, near 100 per 
cent enrolment of children in achoois, the 
fh» noon meal scheine, free distribution of 
books, lumpsum grant to scheduled caste 
children, etc, are some other focton which 
prevent the mobility of the workers from 
their village to distam places in search of 
work, in our sample it is seen that nearly 86 
per cent of the workers work in their own 
villages. But more than 60 per cent of the 
landless labourers go out of the village for 
work while only less than 14 percent of the 
landholding labourers do so (Table II). 
Moreover, the average distance travelled by 
a worker to his work place is only 1.84 km 
for farm work and 3.45 km for non-ferm 


we still smaller, in almost all cases less than 
10 cents. But as high as 95 per cent of all 
labour households own at least a small 
homestead with a garden plot (Table 8). In 
the typical Kerala situation even a small 
holding produces some output, most often 
cash crops such as coconut and robber which 
generate some income, however small it 
may be. This, along with the sodal and food 
security measures of the government 
obviously increase the retention price of the 
labour. 

The caste composition of labour house¬ 
holds has importiM implications for labour 
supply. IVaditionally.asubstantialpn^xxtion 
of rural labow, more particulariy agricultural 
labour, has been forthcoming from the 
scheduled caste citmmunities. Inour sample, 
60 per cent of the labour households belong 
to scheduled castefscheduled tribe com¬ 
munities and the remaining 40 per cent to 
other conununities. A decline in the pro- 
poition of scheduled castelabourhouseholds 
indicales a maior supply constraint. The 
impieroeiuation of land reforms in Kerala 
has bestowed on the harijan conununities a 
homestead and a few cents of garden land. 
As aiguedeariicr, labour supply hasan^ati VC 
asset effect. 

Another fectorwhichhasdecisiveinfluenoe 
on labour supply is the size of the labour 
households. The average size of the labour 
households is4.75 which is marginally lower 
than that of the cultivating households 
(TMe 9). Five per cent of the households 
have only two or leu than two members per 
household. About 67 per ceiu of the hoi^ 
bolds have three to five members. Here the 
household size is not unusually large. Once 
allowance is made for the aged and children, 
the average household size declines to 3.71. 
nuther even among those who are in the 
workforce, all are not available for manual 
work whether it is on (armor off farm. Some 
ofthemareengagedinotheractivitiesas well. 


with manual work either on or off fenn. This 
further poinu to the limited labour supply 
base of the villages. 

There are (tiffoi^ types of labour market 


work. This lends support to the hypothesis 
that workers generally have a strong 
preference for work in the vicinity. The village 
segmentation seem to be more pronounced 


TAau4: OccwxTiuwALDBnusunowor MmweM ofCultivatiho HtxiSBHOtw sv SiZEor Hotwwor 


Sire of 


___J)CCttlMliOBS 



HoMings 

(Acres) 

Famung 

Basinets. Industry 
and Trade 

Salaried 

Employees 

Others 

Total 

0.004)49 

2.00 

1.30 

0.03 

1.00 

4.33 


(46.2) 

(30.0) 

(0.01) 

(23.1) 

(100.0) 

0.504).99 

1.73 

1.00 

0.40 

1.58 

4.71 


(36.7) 

(21.2) 

(8.5) 

(33.5) 

(100.0) 

i.00-1.99 

1.20 

1.21 

0.61 

1.90 

4.92 


(24.4) 

(24.6) 

(124) 

(38,6) 

(100.0) 

2.00-4.99 

1.05 

1.77 

1.00 

1.08 

4.90 


(21.4) 

(36.1) 

(204) 

(22.4) 

(100.0) 

S.00-9.99 

1.07 

1.92 

1.03 

1.17 

5.19 

• 

(20.6) 

(37.0) 

(19.8) 

(22.5) 

(100.0) 

10 and above 

133 

1.97 

1.43 

1.67 

6.60 


(23.2) 

(29.8) 

(21.7) 

12 

(25.3) 

(100.0) 

All hoMiiigs 

I.IS 

1.59 

0.87 

1.34 

4.95 


(23.2) 

(32.1) 

(17.6; 

(27.1) 

(100.0) 


Tasle S: DinvisinioN or Mbmbem of Cultivatwo Housbhoum sv Educational 


Status and Sizb of Houhmos 

Sire of 

Holdiii|t 

(Acres) 


EdncalKMial Level 


Total 

Leu than 
Standard V 

Leu than 
SSLC 

SSLC and Above, 
but Below 
Omduation 

Graduation 
and Above 

0.004).49 

0.98 

1.62 

1.70 

0.03 

4.33 


(223) 

(37.4) 

(39.3) 

(0.7) 

(100) 

0.504).99 

0.90 

ISO 

2.20 

0.11 

4.71 


(19.1) 

(31.8) 

(46.7) 

(2.3) 

(100) 

1.00-1.99 

0.94 

1.56 

2.22 

0.20 

4.92 


(19.1) 

(31.7) 

(45.1) 

(4.1) 

(100) 

2.00-4.99 

0.83 

1.13 

2.11 

0.83 

4.90 


(16.9) 

(23.1). 

(43.1) 

(16.9) 

(100) 

5.00-9.99 

0.70 

i.ir 

2.40 

0.90 

5.19 


(13.5) 

(22.5) 

(46.2) 

(17.7) 

(100) 

lOand above 

0.52 

III 

3.47 

1.50 

6.60 


(7.8) 

(168) 

(52.6) 

(22.7) 

(100) 

AIIHoMinp 

0.74 

1.23 

2.18 

0.80 

4.95 


(15.0) 

(24.8) 

(44.0) 

(I6J2) 

(100) 
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weikk$ i lim ii the cmb 
of mohImi wodun. 

TlwMMtaipoitMdiiarmiaaaiofldi^ 
Mpply i« dM waie niB. Ktnfai« a wlMie, 

and man partkularty the itady ana, ne 
cfaacaGlRiaedbyihepnvalcnoeo^w^ 
for africultvral and non-africultural 
labounn Though thefactUthotapicuhunl 
war* an relatively high in Kenda, 82 per 
cent of the labouien in our lanpie believe 
that the pmvaiiing war iwn an lower. 
About 70 per cent of the labour houaebolds 
laid that they wen not leady to wotfc for 
lower wagea even when unemployed. Even 
in the lean aeawo, 49 per cent of them 
repotted their unwillingneai to wotfc for 
lower wagea. Among thoae who an teady 
to wotfc for lower wagea, SO per cent laid 
they would not do lo for fear of their fellow 
wotfcen. 

Though a higher war rate may bring forth 
a greater tupply of labour, it it tometimei 
pMtible that the wpply doet not respond to 
war rales owing to the operation of the 

backward sloping supply curve. As the war 

rates are reasonably high and mote than one 
member of the househM go for wotfc, it is 
possible that the labour household hat a 
leisure preference and hence it offers lets 
munber of d^ for wotfc. This is evident 
from the foct that 83 per cent of the wotfcen 
sakt that they needed at least one day's rest 
a week and 11 per cem wanted mote than 
one day’s rest. As we shall show later, in 
actuality, they take mote than one day's rest. 

Clotely reiiued to a high war nie is, as 
detailed earlier, the various sulKidies - both 
direct and indirect - given 10 the vulnerable 
sectkauby theceniral and statervernmenu. 
These subsidies influence labour supply to 
a great extent by not only enhancing the real 
eaminrofthe wotfcen, but also contributing 
to their retentioo price. 

IV 

Labour Market AdUnatsuent 

Our analysis has shown that while there 
is a vety high demand for labour, the tupply 

has not been elastic enough to respond to 
the increasing demand. But when the tupply 
and demand were separately analysed, we 
ctme acrotsa situation where the lol^ supply 
of labour exceeded the total demand in the 
sample villages. At the same time, we find 
from the demand data that there is excess 
demand for labour. Now the question it: how 
do we account for this paradox? 

One of the reasons for the excess tupply 
of labour in the face of a fdt shortage could 
be uatittical. It is possible that a person is 
unemployed, but he is not available for 
manual work. While sudi a person adds to 
the statittics on rural unernfdiqnnent, he does 
not actually enter the casual labour maricei 
as a contestant. Another reason for the 
w is m a t c h between supply anddemand could 
be thol our survey is not a ccaaus one, but 
a aanple rme, Therefere, it is possible that 
the labour anpplyiag and the labmir 


dmmlfaif IntHilnidi do sol sooemmiiy 
oomsiiond to each other In a one to one 
lalaikitMhlp. Then ICC other renama also for 
the mtsousch between supply and demand 
Market imperfections, information 
assynMries, advene aelec^ in the labour 
market, operation of the bac k w a rd sloping 
tupply curve, market fragmentation, 
inoeasiiigtfansactionandiupervision coats, 
etc, are some of those. Therefore a study of 
the dynamka t>f lahour market behaviour 
should necessarily take into accoimt a host 
of focton encompassing not only the supply 
and demand for labour, but also the 
perceptiotu of both the cultivaton and 
labomen. 

Consider the demand condhion for labour 
preiaited in Table 12. It shows that the 
cultivaton do not get at much labour as they 
need during the p^ season. Consequently, 
there exists a gap betwe en the actual 
employmeot and the labour tequ ire m^ 
Only the lowest sixe dan is able to satisfy 
its labour denund fidly. The real of the 
datset face a situatioa of labour shortage. 
There is an overall excen demand for labour 
u> the extent of 14 per cent of the avai labi I iry. 
About 37 per cent of the farroen reported 
that they would have employed more worfcen 
than they did, had they been available in 
adequate number. The observed shortage 
was more pronounced in the case of feimie 
workers, irhe excess demand was I S.73 per 
cent for female wotfcen while it was mar¬ 
ginally lower at 13.29 per cent for males. 

Data for the previous day of tire survey 
show a much larger excess demand for 
wotfcen (Table 13). The avenge excess 
demand isat high as 40perccnL The shortage 
of workers is feh more by the merhum 
holdings than by the large holdings. But 
during the lean season, tte actual on faim 
employment is only 19 per cent of the peak 
period employtncM. 'The corresponding 
percentages for males and females are 21 and 
14 respectively. 

To obtain a c om prehensive picture, these 
dau may be ctMnpared with the dau on 
employment collected from the labour 
households. As is seen from Table 14, the 
average number of days worked by a worker 
during the preceding seven days in the peak 
petiod was 3.04. A further disaggregation 
shows that the avenge for non-farm work 
is much higher (3.70) than tlua for firm work 
(2.94). During the lean season, the average 
number of da^ woifced in a rveek were 1.74, 
2.63 and 2.01 respectively for farm work, 
non-farm wotfc and total. If six days' work 
a week could be considered a norm for foil 
employment, it may be seen that the avenge 
cmploymeM rate during the peak aeoaon is 
only marginaUy above SO per cent It is 49 
per cent for Aim wotfc and 69 per cent for 
non-form work. During the lean leaion, the 
oorimpondiag perrwitagea were33J. 28.3 
and 44.2. But for both the aeasont, 
employment in the non-form sector far 
exceeds that in the fann aecior. 


TbH te dM dnw enr Meatfoi to 4ha 
eaoeas supply of fobour viewe d foam lha 
•apply fide and theeaceoademondforUbour 
viewed firom the demand side during dre 
peak period. While the fomen coK^Ua 
that there b a labour ahortage even dung 
the lean season, the data ihw that there u 
considerable unemploynientevea during the 


Tasu 6: DtSTMaimoN or Adult Malss and 
Amalbs Paa Acta Paa Housauout ar 
Soa or KoLowas 


Siaeof 

Holdii^ 

(Acm) 

Adah 
Males 
Per Acre 

Adrit 
Pemalet 
Per Acre 

Tetri 

0.00.0.49 

6.47 

3.69 

10.16 

0.30-0.99 

2.41 

2.24 

4.63 

1.00-1.99 

1.47 

1.44 

2.91 

2.00-4.99 

0.74 

0.70 

1.44 

3.00-9.99 

0.44 

0.34 

0.78 

10 and above 

0.20 

0.23 

0.43 

All hnlrfiiy 

0.74 

0.68 

1.42 


Table 7: PmcENTAOE OurawimaN or 
CULTTVATWO (fOUSDIOLU OtlM MaICM 
SouacE OF biooME AS Aoarcuuvae 
BY Sox or HoLoews 


Sire of 

Hetdiags 

(Acres) 

Percenlaae Disitibaiioa of 
CallivaloD widi 

AfricallBR • 
at Major 
Soane of 
Incorae 

Moreihm 
SO Per CM 
lacomc tram 
AgticaiiBre 

0.00-0.49 

40.32 

2SA7 

0.50-0.99 

31.98 

2ZS3 

1.00-1.99 

18.67 

I4J7 

2.00-4.99 

21.32 

16.72 

S.00-9.99 

16.32 

10.16 

10 and above 

20.07 

12.13 

All hoUingi 

20.92 

13.62 ' 


Table 8: DmawimoN or Laboub HousanoLM 
•Y LaHDHOUNW AND CaSIX 


SC/ST Odwn Tetri 


No of landholding 

138 

92 

230 

hoaseholdt 

(95.2) 

(«5.71 

(9S.4) 

Nooflaralieu 

7 

4 

II 

boateboldi 

(4.8) 

(4.3) 

(4A) 

AUboascholds 

143 

96 

241 


(100.0) 

(100.0) 

(100.0) 


' Table 9 : HousaaaA Sixa AND DBreMHNCV 
Ratio roa LAaoua HoumnoLoa 

HottsehoM 

Siae 

Moor 

tlOMC* 

hotdi 

PfptiwI* Depnd* 
cncy Ratio eacy Ratio 
forUnd- IbrLand- 
boMbig leas Haase 

■ a^-a-^oj- 

wIOWmDIIB OTItov 

0-2 

3-S 

Sand above 

12 

(5.0) 

161 

(66J> 

68 

(28.2) 



ADbboar 

koMelwIdi 

4.75 

(1000) 

1 37 

0.S3 


Ml 
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pfltk pMiod. This paradox necessitatei a 
dMtfM fnquiiy into the factors govenung 
st^ply aid demand lor labour. In order to 
obtain filQ information about the situation, 
it is useftii to see how the cultivators and 
the worken perceive the issue. This is 
important beciwse there can be a gap bet¬ 
ween what a worker thinks about himself 
and what the employer thinks about the 
worker. 

A little more than 40 per cent of the 
cultivators said that they wanted to employ 
more workers than they actually did. but 
could not do so for non-availability of 
workers. While 26 percent of the cultivators 
very speci fically said I hat there was a seasonal 
labour shortage for agricultural labourers. 
16 per cent of them were of the view that 
the labour shortage wa.s not merely seasonal; 
it was there for all .seasons. 

The fact as repiMicd by cultivators that 
workers do not keep their promise to turn 
up for work on the appointed date lends 
sufficient credence to (he labour shortage 
hypothesis. It has been observed that workers 
very often, under pressure, promise to go to 
different employers on the same day and 
obviously they are not able to keep the 
promise. Nearly 80 per cent of the fanners 
reported that they usually had such 
experience, while 17 per cent of them 
categorically said that a majority of workers 
did not keep promise and hence often they 
were put to very great difnculty. It was 
found that during the preceding seven days 
of the survey, 93 per cent of the cultivators 
had to sutp^ operations for at least two 
days on account of the non-availability of 
woikers. About 6 per cent of the cultivators 
had to face such a situation for two-three 
days a week. Similarly, 18 per cent of the 
cultivators said that they could not get female 
woikers in adequate number for specific 
tasks. This is borne out by data given in 
Table 12 also. 

An issue often raised by the cultivators is 
that workers while on a ta^ with a particular 
employer, do not complete the task on a 
continuous basis. They leave the task in the 
middle and go and work with other employers 
at times. In order to bring them back to 
complete the task, the employers often have 
to coax and cajole them again and again. As 
much as 10 per cent of the cultivators had 
such experience during the reference week, 
niither, 48 per cent of them told that workers 
(fid not wciik with one farmer alone even 
when work was available continuously with 
him. It is because they do not like to displease 
other farmers who also call them for work. 

In the perception of the fanners what the 
wotken do is that they ration out their limited 
time to different employers. 

At a matter of fact. 19 per cent of the 
fanners said that they did not get sufticient 
workers because they supervised and 
monitored the work which was not liked by 
worken generally. Another factor, in the 
opinion of the farmen, which led to such 


a situation was the wi thdrawal of the wotken 
from the labour market for aome nason or 
the other. The withdrawals were sttributed 
1^ 20 per cent of the fannen 10 the fict that 
children of wotken sttftedeamiQg and hence 
the motben need not work any moie. Dau 
show that 14 per cent of them believe that 
those who have children going to school or 
college also wi ihdraw from the labour market 
because parents’ involvement in the casual 
labour market would affect the social status 
of their children. As may be seen from Table 
IS. there are a host of other reasons that 
account for female withdrawal from the labour 
market. The data obtained from the worken 
al.so corroborate this. As much as 16 per cent 
of the workers said that their family memben 
had withdrawn from farm work during the 
preceding five yean of the survey. The chief 
reason for the inale withdrawal was ill-health. 
Only 64 per cent of the female worken 
withdrew for ill health. While 20 per cent 
of them switched to non-farm work, 10 per 
cent said that since their husbands 
earned enough they did not prefer to go for 
work. Another 10 per cent said that they 
need not work as their children had started 
earning. 

Labour shortage has made recruitinem and 
transaction cost very heavy. Labour 
recruitment is the most difficult task faced 
by the farmer. As the survey data show, while 
40 per cent of the farmen got worken with 
enormous difficulty, 42 per ceniexperienced 
some difficulty. Only 18 per cent reported 
that they got worken easily. 

Usually the recruitment of worken in a 
labour market characterised by high rate of 
unemployment it quite easy. The farmen 
generally go to the colony of the woiken or 
(he village market place and recruit them on 
the spot and the contract generally continues 
for the whole season. In the sample villages 
such a recruitment mechanism simply does 
not exist. The employer has to inform the 
worken two-three days in advance and at 
the peak of the season may be a week in 
advance. Woikers do not usually come and 
offer themselves for work and therefore, 49 
per cent of the farmen generally go either 
to the bouse of the worker or meet him on 
the road or the market place to call him for 
work. The experience of 37 per cent of the 
farmen is that they ha veto reserve the worken 
a couple of days in advance, while 14 per 
cent of them say that not only are the worken 
to be informed in advance, but they are also 
to be reminded in the morning of the day 
they are expected to come for work. Unless 
he punues this, some other employer who 
also had contacted them would snatch them 
away. This part of the transaction cost is 
repented to be very high. Labour recruit¬ 
ment is felt cumbersinne particularly by those 
who are old and having no ymiirg male 
memben in the family to run around for the 
purpose. 

Table 16 gives data relating to the reasons 
why the worken did not work six days a 


wMl(,NMriy61 

noiMiviriiability of tMik m tfio mvpii 
anotiier 9 per cent siclUKae. AonCfier tOper 
cent wanted rest during the (bye did not 

woik. A little above4percoot of the tmken. 
said that nobody came to call them ibf work. 
The remaining 16 per cent pve personal 
reasons. 

All the same, a peculiar tendency observed 
among woiken is that they do not go out 
to the farmen to seek work. They consider 
it below their dignity to ask for woik. 
Moreover a vast nu^ty of the worken said 
that they need to be given notice for a day 
or two by the farmen. While 78 per cent 
wanted one day’s notice, 15 per ceoi wanted 
two days’. Only 6 per cent of the worken 
were ready to work for anyone who called 
them without any notice. What is more, IS 
per cent of workers are not able to respond 
to everyone who calls them. They are r^lar 
worken of certain farmen. They go for 
work on othen’ farms only if th^ do not 
have any work with their regular em- 
ploycn. Other woiken have such a tight 
sch^le that they are not always in a position 
to keep up the promise. While discussing the 
work schedule, 84 per cent of the worken 
expressed the opinion that they needed at 
least one day’s rest a week and 6 per cent 
wanted two days’ rest. ’This adequately 
supports the recruitment cost argument 
advanced above. 

These factors have acted as compelling 
forces for the farmers to enter into various 
labour tying arrangements. But it should be 

Tabu 10: Dutribution of Members of Labour 
Households by Tyres of Acnvmts 


Types of Activities Number of Members 
Per Household 


Manual work 

1.52 


(.11.9) 

Petty business 

0.25 


(5.3) 

Ssiaried jobs 

0.30 


(6.3) 

Children and the aged 

1.50 


(31 6) 

Educated ond unemployed 

0.87 

but not available for 

(18.3) 

manual work 


Unemployed 

0.31 


(6.5) 

All 

4.75 


(100.0) 


Taiu 11: Distsibutkm OF Lasoubbm by 
Place OF Work 

Place of work 

_No of Woikers_ 

Land- 

holding 

Landlcfs 

Total 

^n the vicinity 

198 

4 

202 


(86.0) 

(36.0) 

(84.0) 

Far off place 

32 

7 

39 


(14.0) 

(64.0) 

(16.0) 

TottI 

230 

II 

241 


(100.0) 

(10041) 

(t00.0) 
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m^clear wch airangemettU we lurel y 
difTeretrt from the type usually discussed in 
literature relaiting to agriculture in the eastern 
parts of India. I n Kerala, the tying is to ensure 
thepartioipationorworkenintheoperations 
unlike in east India where the workers are 
bonded through the collusion of land, labour 
and credit markets. The farmers seem to be 
offering the labourers different types of 
incentives. Some of them (42 per cent) offer 
8 few days' wages in advance which will be 
deducted in easy in.sUlmenU with a view to 
ensuring continuous availability of workers. 
Some others( 17.8 percent) give the workers 
interest-free loans with fairly long repayment 
periods. Generally big farmers resort to the.se 
arrangennents. Small and marginal farmers 
do not seem to favour this. First, they cannot 
afford this. Secondly, there is a risk of non¬ 
repayment by the workers. It is observed that 
there is a tendency among the labourers not 
to show up for work, after receiving advance 
from the cultivators. But almost all cultivators 
give perquisites to the workers even though 
these are not part of the wage contract. Casual 
workers who arc employed for a fixed wage 
rate areoflen offered the additional incentive 
of mid-morning and evening tea and some 
times also breakfast. It saves the working 
time of the labourers who otherwise may 
have to go fur tea and snacks to a restaurant 
which may nut be in the immediate 
neighbourhood. 

A significant factorthat partly explains the 
apparent labour shortage is the cultivators' 
preference fur certain workers. Cultivators 
generally prefer workers who and whose 
capabilities arc known to them. In the absence 
of such information, it may not be possible 
for a farmer to allocate a worker to a task 
in which he or she hascompaiati ve advantage. 
This is a case of market segrnemation and 
information asymmetries. If the farmers do 
not have adequate information about the 
capabilities and the integrity of a worker, he 
would rather go without employing anyone. 
This limits the sire of the labour market. As 
much as 61 per cent of the farmers .said that 
they would rather leave their work unfinished, 
than employing just anyone. 

in this context mention may he made of 
the fact that workers also have preference 
forcettain employers. While farm employers 
exercise preference for certain labour 
categories, labour suppliers also have a 
preference forccilain categories of employers 
and types of work. Their first consideration 
is that the farmers should mil be task masters 
and should be ‘well- behaved'. Nearly 47 
per cent of the workers subscribe to this 
view. Another i I per cent of the workers 
prefer to work for those who give them 
.something extra. A stubborn S per cent of 
the workers do not work for those who 
supervise their work. Nearly 45 per cent of 
the workers do nut like to he supervised. 
Because of this reason, 79 pm' cent of the 
workers do not like to work for pure 
cultivators as they always hang around the 


fiarm and are hard task masters. Most of the 
workers prefer to work for those who are 
regular employees elsewhere, as they will 
not be avaitaUe for supervision on the farm. 
Non-farm work is shown special preference 
by 34 per cem of the workers because of 
higher wages, greater flexibility and 
practically no supervision. 

The work ethics possessed by the workers 
and the perception of the farmers about them 
are important factors in this context. A good 
proportion of the fanners (33 percent) prefers 
to employ those workers who maintain 
regularity in making themselves available 
for work. Further, once they are contacted 
for a job, (hey stay on till the w^ is completed 
and do not leave in the middle. Presumably 
for this reason, about 22 per cent of the 
farmers prefer to call, as far as possible, those 
workers who live in their immediate 
neighbourhood. This ensures the regular 
availability of workers and reduces the 
transaction cost. While 27 per cent of the 
farmers said that they preferred workers who 
are known for their hard work, 13 per cent 
indicated preference for workers who arc 
decent in their behaviour. Ail these are based 
on the information the farmers have about 
their workers. Familiarity is produced by 
durable and frequent transactions, both 
economic and non-economic between 
cultivators and labourers. Hence workers 
who arc known for the quality of their work 
will be in great demand, in such ca.ses 
recruitment does not become costless. But 
efficient workers need to be paid a premium 
to attract them to the job. Once the efficient 
ones obtain a higher wage rate, the tight 
labour market situation prompts the less 
efficient ones also to bargain for the same. 
The powerful trade union movement also 
plays a catalytic role in this matter. 

An issue closely related to transaction cost 
is supervision cost. As high as 74 per cent 
of the farmers said that supervision was 
necessaiy. Ifthereis nosupervision, workers 
have a tendency to shirk work. The cost of 
supervising workers is a barrier lo the 
efficient allocation of workers by task 
and a source of inefficiency. The workers 


also prefer to work in their own villages 
with a view lo reducing search and set-up 
costs. 

On the whole. 40 per ^ent of the farmers 
said that there was a clear shortage for 
workers. They d<i not conduct certain 
operations at the optimal time because an 
adequate number of workers is genuindy 
unavailable. An important task which often 
suffers due to labour shortage is harvesting. 
During the preceding year of the survey, 13 
per cent of the farmers had to suffer due to 
non-harvesting of theircrop in rimefor labour 
shortage. Harvesting is an operation which 
cannot wait. Also important is that harvesting 
is not an individual activity, but a group 
activity. Informally organised groups jointly 
and severally perform harvesting operations. 
Hence the availability of a large number of 
workers at the right time is to be ensured. 
Therefore, lahtuir shortage is more severely 
felt for such operations. 

Why workers remain unemployed during 
certain days of the week is that they segregate 
themselves from the labour market by 

lABii; 13. DisTRiBmos or Hnteu Lahio* 
Wantu) A.ND Arn ally Employfd ih'bwc me 
Pkivkh'S Day os lhf Slrvly by Sizh of 

HiiUHNC IPlaK I'UIKJtJ) 


Size of 

Holdings 

(Acres) 

Average 
No of 
Labour 
Employed 
Per 

Household 

Average 
No of 
Labour 
Wanted 
Per 

HoBseh‘'ld 

Excess 

Demand 

0l)0.U4<) 

1 00 

1 00 

0 

(0) 

0.50-(V9<) 

0..36 

0 43 

0 07 
(19.4) 

l.OO-I.M 

0 65 

0 95 

0.30 

(46.2) 

2 00-4 99 

1 16 

1 71 

0 55 
(47.4) 

5.00-9.99 

1 6X 

2.00 

0.32 

(19.0) 

10 and above 2.00 

260 

0.60 

(300) 

All holdings 

1 06 

I 49 

0.43 

(40.6) 


Tabil 12; DisnuBiTioN of top AvniAOf Ni'mbfb of Wobkeils Emfuiyei) and Am ally Wa-nto by 
Housfhoi os oubinc thi. Pi as Week by Size of Houmnos 


Sire of 

Holdings 

No of Wctkrrs 
Employed 

No of Workers 
Actually Wanted 

Excess Denuad 
for Workers 

(Acres) 

M 

F 

T 

M 

F 

T 

M 

F 

T 

0 00-0.49 

1..3.3 

1,67 

3.00 

i.33 

1 67 

3 00 

0 

0 

0 

0 50-0.99 

2.71 

057 

.3 28 

2 79 

064 

3.4.3 

0.08 

(.3,01 

0.07 
112 3) 

0 15 

(46) 

i.no-i 99 

3.70 

2.31 

601 

4.18 

2 52 

6 70 

0 48 
(13.0) 

0.21 
(9 1) 

0 69 
(11.5) 

2,00-4.99 

5.05 

2.75 

780 

5 65 

3.29 

8.94 

060 

(11.91 

0 54 
(19,6) 

1.14 

(14.6) 

5.00-9.99 

9 52 

4.19 

13.71 

10.84 

4 77 

I.V6I 

1 32 
(I.3.9) 

0..58 

(13.8) 

- 190 
(13.9) 

10.00 and above 

16.00 

1.40 

17.40 

20.20 

1 40 

21.60 

4.20 

(26.-5) 

0 

tO) 

4M 

«4.l> 

All holdings 

5..34 

2.67 

8.01 

6 05 

3.09 

9,14 

0.71 

(1.5.3) 

0.42 
(15 7) 

1.13 
(14 0) 
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^lltrdttMikw that 

;tnitirto week in the vfcii^ of adr hiMM>. 
TbOM who do not miod wotUng in te off 


P^^';tXvdttMhowthatg4|«o« 
I?:;;:.. ;> ;tita&rtoinckinthevfcii^ 


those who have a family, a home site to 
tbenuelves and tfaeirchildim going to school, 
Uke to wock mly in neaihy pUaxs. If work 
UnotavaiUUe in the vicinity, they aometintes 
even prefer to remain uneniployed. This is 
because t|te workers do not want to bear a 
high search and set up cost and the utility- 
ditulility balance does not appear to them 
to be favourable. 

Thus seen from the perception of the 
workers there is suflident indirect evidence 
to show that there is a relad ve labour shortage 
in the rural areas for farm work. But only 
JO per cent of the workers openly accept 
this. It is well known that agricultural 
wage rates are one of the highest in Kerala. 
But more than 80 per cent of the workers 
teel that wage rates arc low. Still some 
workers prefer to work for lower wage rates. 
The percentages of such workers ate 30 
during the peak season and 45 during the 
lean season. But they are not able to offer 


fcr^bwef 

iinioa and pew group fMlMM. Neany 0 
pw cent of the wotketi ere trtde utdon 
members. Thus as the miticrity does not 
woik for loww wages, the non<roemben also 
feel consttawed to do so because of peer 
group pre«tiw^;Fiitther, some degree of 
conuol oyer T^ 'md . squeezing family 
consumption pccount for the non- 
supply of labour bdow the ruling wage rate 
[Smith and Sender 1^]. 


Conclusion 


Taiug 14: Avekace Number of Days 
Worked by Labourers during the 
Preceding Seven Days of the Surveys in 
THE Peak and Lean Seasons 


Seasons 

Average Number of Days 


Farm 

Work 

Non-farm 

Work 

Total 

Peak season 

2.94 

3.70 

3.04 


(49.0) 

(61.7) 

(.50.7) 

Lean season 

1.74 

2.65 

2.01 


(28.3) 

(44.2) 

(33.5) 


Note: Figures in the brackets are percenuges to 
full employineni. 

Table 15: Percentage Dutribution of 
Cultivators acturding to Their 
PEECE moN of Female Witiiorawal 
from the Labour Market 


Reasons Assigned 


Percentage of 
Farmers 
Reporting 


OW age 42.9 

Children started canting 20.1 

Children are college going 14.3 - 

niness 10.7 

Other reasons 12.0 

Total 100.0 

Table 16: Reasons Given by Workers for 
Not Working Six Days a Week 


; We have noted above an ewi^ df^and 
; for labour in the rural sector in Rci^a. Bfii 
: this is not fully borne out by the data on 
’ labour supply. An analysis, h^ever. of the 
motives and expectations of both farmers 
and workers have clearly shown that there 
is a relati ve labour shortage in the rural areas, 
particularly for farm work. We have 
considered several indicators of increasing 
tightness of the labour market. Money wages 
and real wages have risen rapidly. Workers 
are not generally available at the going wage 
rate. In other words, workers are simply 
unwilling to do agricultural work and more 
particularly paddy cultivation. This is 
precisely why. as our data show, nearly 19 
per cent of the paddy land is kept fallow in 
the sample villages. The observed shortage 
is accentuatedbylabourmarket segmentation, 
information asymmetries, unenforceable 
contracts, and high transaction and 
supervision costs. A further point that is of 
contextual significance is that most of the 
cultivators in the state, while being small 
holden, are not farmers per se. A good 
number of them has non-agriculture as their 
main source of income. The fact seems to 
be that there is no peasant class in Kerala 
any longer. This has serious implications for 
Kerala, as capitalist agriculture - the most 
dynamic element of the Indian agrarian 
structure - can thrive only under profits aiuj 
relatively low wages. 

[Thanks are due lo N Krishnaji for useful 
comiiKnts on an earlier draft of the paper. 
However, I am solely responsible for the errors 
and omissions.] 
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the Sludy of the ‘Union of Slate*’ U not 
coroiriete without knowing the ilateofitatet. 
The state* in India wdth theirdi venities offer 
exciting possibilities of explorations in the 
study of Indian politics. Nagindas Sanghavi 
brings an interesting and useful study on 
Gujarat, Gnjam - A Political Analysis, 
which adds to our understanding of the 
politics in India. Politics of Gui.irat has 
attracted the scholan like D N Pathak, 
K D Desai. Pravin Sheth, Ghanshyam Shah, 
Manhar Bakshi and John Wood. Sanghavi 



G«ti«r^ - Poidcal Aaa|jri[^1i(y Nagiitdas Snghavi; Geotn for SocW Slwties. 
Surat, pp 333, Rs 250, 


caste name may be misleading. Explaining 
this, the author pointt out that a may 
be a kanbi, a koli, an adivasi, a Parsi, a 
Muslim or even a vama. There are Hindu 
Modi* and Gandhis and also Paisis of the 
same surnames. Moreover, severai caste 
names, mostly of n^tt-Pannars, Vaghdas, 
Soiankis, Makwanas - have been adopted 
by immediate castes like daijis and modus 
and also by the lower castes like vagharies 
(p 62). 


jsbeioginrwslnglyrliknrigidhydiekidbfa 
(oApa known as PbmIsJ who hm aMSwedup 
on Ae stietigtfa of their pgmpeiity fimp 
agrtcultural and industrial a ctfvMes. Bait 
the scbednied castes, dasses and deprived 
sectkms sdU do not have any voice. TlMugh 
the kolis form the largest single commniti ty 
in Gujarat and neatly one>foiinh (23 per 
cent) of the Hindus, th^ are almost outsitta 
to the politics of Gujarat. The tribals too face 
problems. Though the literacy attained by 
some tribais hdps them to lake advantage 
of the employmern opportunities under the 
reservation system, many tribal groups ase 
marginalised because of their small number 
and low rate of literacy. The most tragic is 


has also been a keen observer and com¬ 
mentator on political situation in Gujarat. So 
far most of his work has been in Gujarati, 
this study of his in English is welcome 
patticularly now when politics in Gujarat 
has been taking interesting and unexpected 
changes. 

Elaborating his aim in writing this book, 
Sanghavi rightly argues that it is more useful 
to work into the pattern of Indian stales 
which are the building blocks of the edifice 
known as India. With the passing of time 
the powerful currents of regionalism which 
were subterranean are surfacing with 
increasing militancy. The issues like 
languages, distribution of resources, river 
water and choice of industrial sites have 
become visible and important. The study of 
the slates, in this context, becomes necessary 
and rdevant. Sanghavi’s comprehensive 
work brings many details about Gujarat - 
ranging from its geography to elected 
assemblies. 

Gujarat, the birth place of Gandhi has been 
a disturbed and riot-ridden stale covering 
1,96,024 sq kms and with a coastline more 
than one-third of the coastliiK of India. 
Gujarat was never a political entity or an 
administrative unit before May I960; though 
it had carved adisiinct geographic, linguistic 
and cultural identity of iu own going hack 
to many centuries. The people of this state 
with hills and plains, des^s and forests 
belong to many communities, castes, tribes, 
religions and faiths. The book provides details 
and special features of five major socio¬ 
cultural regions, i e, Kachha, Saurashtra, 
north Gitjarat. central Gujarat and south 
Gujarat. 

The Hintfus constitute 89.S per cent of the 
population of the state. The caste structure 
is complex, in the sense that the family or 
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in spite of being 
population are nowhere 
1beci|uae 83 per cent of them are 


|;;:^>,;)i^.'|l>teresting and to some extent 
^. ftj j ft wn tiveaiguinent advanced by the author 
' ’ i^,about the impact of the castes in politics. 
Be argues that the political events and 
processes cannot be necessarily and always 
made within the paradigm of the interplay 
between kshatriyas and patels, becau.se they 
are no such castes, they are national entities. 
PateJ is only a designation used by several 
Hindu castes like kanbis, kolis and iribals 
as alsoby the Muslims andParsis. Kshatriyas 
also can he termed as a sort of nebulous 
cognomen covering many discordant six:ial 
groups (p vii-viii). 

Politics of Gujarat cannot be explained 
simply in terms of KH AM (an acronym for 
kshatriyas, harijans, Adivasis and Muslims 
identified bytheCongressin 1975)orKMLP 
(Kisan Mazdoor Lok Paksha - 1975-1979). 
The author .-irgues forcefully that the 
domination of the leaders belonging to certain 
castes may be a function of their economic 
resources, educational achievement and 
political activism in the past rather than of 
any rigid adherence to a casteist calculus, 
eg, kolis (23 percent of the Hindu population) 
are conspicuous by their absence in the 
legislatures and ministries (p88). The author 
shows that the castewise composition of all 
the Vitihan Sahhas (discussed in chapter 14) 
andalilheministries(analy$edinchaptcr IS) 
are incongruent with the caste composition 
of the society in Gujarat. Still, it is interesting 
to note that not all the chief ministers of 
Gujarat have come from the upper castes. 
When Chimanbhai Patel became the chief 
minister in 1973, the trend of the established 
leadership of upper castes in the politics of 
Gujarat weakened, and interestingly, all the 
chief ministers after him have belonged to 
middle level and lower level castes (p 194). 
Madhavsinh Solanki had sought to enlist the 
support of backward castes, and Amarsinh 
Chowdhary was the first adivasi chief 
minister of the state. 

The caste issue is complex, and exercises 
considerable impact on politics of the 
state, sometimes directly and at times 
indirectly. The relation between politics 
and castes remains an issue still to be re¬ 
solved both by politicians and researchers. 
Gujarat has experienced the trauma of anti¬ 
reservation riots, and the fury has not yet 
subsided. The Bakshi Commission, the 
Rane Commission. theMandal Commission 
and the Mankad Commission have not 
been able to find a solution to the pro¬ 
blem. The reservation policy has brought 


some legisrators and mloittelV) tiiR not 
the advancement of tbe depressed com* 
munities. 

Another important Bgument of Sanghavi 
is about the inadequancy of tbe idea of 
communal vote banks. He points out that 
several religions sects like Swaminarayans 
or Kabirpanibis and some godmen like 
Sai Baba or Pandurang Shastri Athavale 
.command a following which cuts across the 
ca.ste conglomerations and many of them 
transcend even the great communal divide 
(p 43-44). Again it is to be noted that in spite 
of intense communal antagonism, no 
communal party (eitlier Hindu or Muslim) 
has flourished in the state. Sangha vi attributes 
this to historical and social reasons. The rule 
of the native princely states covering three- 
fourths of the territory and two-thirds of the 
population blocked the activities of the 
people. In addition some Muslim rulers of 
the states like Junagarh, Paianpur and 
Khambhat with Hindus as majority subjects, 
did not support Hindu organisations and 
did not dare to start Muslim communal 
ones. There were other factors also, such as 
domination of the Congress Pany in the 
British administered areas, impact of 
Gandhi's leadership and the tendency of the 
commercial communities of memons, khojas 
and bohras to concentrate on profit and 
peace. Several communities like khojas and 
bohras display Hindu trends in their life¬ 
styles and many Hindus offer homage to the 
Pirs. (Again, the Pirs may be Hindu, like 
Ramdeo Pir.) This admixture of religious 
rituals and social customs is amazing. In 
spite of all this, the author rightly points 
out that deep-rooted diversities, educational 
backwardness and economic deprivation 
have alienated the Muslims: and communal 
tensions and fear of riots add to their 
miseries (p58). While this line of argument 
is acceptable, it also has to be noted that 
Gujarat politics has important communal 
dimensions. In fact, the tensions between the 
Hindus and the Muslims show no sign of 
diffusion, and the issue demands further 
exploration. 

The book contains many details such as 
the beginning of social reform, the problem 
of dacoits soon after independence, rule of 
Afzi Hakumat. linguistic re-organisation of 
states and the city of Mumbai and the work 
of constructive workers. The style of 
functioning of some imporiant leaders like 
Moraiji Desai. Balwantrai Mehta, Ratub^i 
Adani and Madhavsinh Solanki also receive 
attention. The strength of the book, however, 
lies in Sanghavi’s analysis of the political 
happenings in Gujarat. He reviews the 
situation from 1947, and shows that the 


iMb and tramllanlHdoiu «* dik iaf 562 
itiNes in hndia 369 imii« located ift 
with 202 of them in Saumhtn. It wai not 
easy to put them together, Retncmbering the 
formation of Gujarat, Dhebar had laid, 
“When we assembled at our new capital of 
Rajkot, wc had neither a chah' to tit upon 
nor an office to stand in", The ostabHahnieni 
of a bilingual state of Bombay had proved 
to be unsuccessful. The fifxt decade ofOttjarat 
(l960-7()) was an era of polHka) atabiliiy 
in spite olr the factions within the Coiigiess. 
The next decade (1970-80) was a period of 
unrest and upheaval: and the decade after 
(1980-90) was that of political indiscipline 
and communal and casteist disturbances; 
and yet not without stable ministries in closing 
years. The 1970s were marked by Navnirman 
Movement and formations of KHAM (1975) 
and KMLP. Yet none of them left lasting 
impact on Gujarat politics. Navnirman 
Movement generated by the unrest in the 
people and the inefficacy of the political 
system pushed Gujarat to anarchy. It was 
initiated by students, supported by 
political parties and taken over by anti¬ 
social elements. KHAM could not mobilise 
the targeted communities in a significant 
manner. KMLP also could not live up to 
the expectations, Anti-reservation riots 
and communal riots have left deep wounds 
on the system and psyche of Gujarat, 
which get deeper by infighting within the 
parties and increasing criminalisation of 
politics. 

The period covered under the book 
uncovers vacillations and hesitations of 
governments, ruplurc.s of political institutions 
and compromi.ses for political gains. The 
period had eight Vidhan Subhas and 20 
ministries. Excluding the total period of the 
president's rule (three years, four months 
and 20 day s), the average period of a mini.stry 
was for one and half years. The longest was 
for five years and shortest for 35 days. 
Sanghavi gives intere-sting data and details 
of the ministries and Vidhan Sabhas. which 
are worth noting. 

There were nine chief ministers during 
thispcriod-iivraj Mehta.Balwantrai Mehta, 
Hitendra Desai, Ghanshyam Oza, 
Madhavsinh Solanki, Amarsinh Chowdhary, 
Chimanbhai Patel. Babubhai Jashbhai Patel 
and Chhabildas Mehta. Out of them, most 
had more than one inning. Out of (he 20 
ministries between I960 and 1990,only one 
(i e, of Madhavsinh Solanki between 1980 
and 198S)completedtheleimHitendraDesai 
remainedattheheimof affairs for the longest 
continuou.s period (J965-I97I) mainly by 
soldering together three ministries spanned 
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ovw two VJdkofl Sabtiu. Madbaviinh 
Solanki formed f(MT miniMilu wdoiM fo^ 
alongerperiodoftime but withfongiotenrals 
io between. Chimanbhai Patel aho formed 
four miniftnea in hit long politicai career. 
Two of the miniitriei (those of Jivraj 
Mehta and Chanshyam Oza) were toppled 
due to factionai imlnlance within the ruling 
junta. Four ministriesdwoofHitendraDesai, 

one of Madhavtinh Solanki and one of 
Amaitinh Chowdhary) were overthrown on 
account of the electoral earthquakes at 
national level. Only one ministry (of 
Babubhai Patel) was defeated in the house 
and compelled to resign. Two ministries, 
oneofOiimanbhai Patel in 1974 and another 
01 Madhavsinh Solanki in I98S, were 
compelled to resign even though enjoying 
support of the majority of legislators. One 
was pushed away by popular pressure and 
another driven out by the Congress party 
high command. 

The ministry of Rahubhat J Patel leading 
the Janata Front (June 1975 to March 1976) 
provided an interesting model later followed 


■t iimkMal tev«l in 1977. Oqfartt aueiably 
iatheniily legislative isiemblydiwrfvedfin 
1974)unteiiiobfuiy,whenievenlmefflbere 
were subjected to physical hurl and 
humitiation. The happ^ngs in (Sujarat, in 
fact, led to the 33id constitutional amendment 
empowering the speakers for non-acceptance 
of the resignations submitted under duress. 
The assemblies in Gujarat by and large, have 
witnessed domination of upper castes leaving 
little space for women, Muslims and depn ved 
sections. The number of agriculturists is on 
rise in these bodies, business interests also 
get noticed, but there is little representation 
of unorganised sector, and industrial and 
agricultural labour 

Sanghavi makes some important obser¬ 
vations on Gujarat politics to name a few 
- though violence looms large in the 
background, booth-capturing is ‘peaceful’, 
i e, indicating the pressure of violence but 
absence of actual violence (p 251); tlie 
performance of parties in Gujarat swings 
more i n tandem with (he national rather than 
regional events (p 260); bipolar contests 


after 1970s are more ioira-ptity ftiidi 
than inter-party iussles(p257); a i>delec t faBS 
in Gujarat are the jousu between the con¬ 
servatives and more conservatives, because 
leftists have little support (p 258). Gujarat 
hat no well organised regional party. Maha 
Gujarat Janata Parishad agitated fora separate 
statehood and disintegrated after the aim was 
achieved. Jan Sangh (later Bharatiya Janau 
Party) emerged as a force in 1975 electioiu 
as an ally of the Congress (O) and later, as 
a partner of Janata Dal in 1990. Swatanira 
seemed strong for a white, but could not last. 
The BJP gained strength over the Congress, 
but is having a tussle with Rashtriya Janata 
Party 

The book asawholeisuseful qt)d provides 
rich data about Gujarat. The statistics and 
appendices on the details of the ministries 
and allied topics are helpful. One however, 
wishes more attention was given to the 
references and the bibliography. Sanghavi’s 
study on Gujarat is certainly a welcome 
addition to the growing material on politics 
of states in India. 
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ARTICLES ___ 

H uman Poverty Index 


A Critique 


NKrishnidi 

T/iis note reviews the construction of the Human Poverty Index (HPl) presented in the Human Development 
Report 1997. Like all such indices, the HPl summarises information but, it is argued here, as a summary measure 
it has no obvious merit, especially in relation to simpler, more easily understood indices such as the simple mean. 
Do we need an Index at all? The answer is no. 


THE latest Human Development Report 
(1997) presents a human poverty index and 
ranks 78 poor countries by this index. These 
index values, and the ranks, tell us how the 
intensity of poverty varies across these 
countries. The Report recognises that poverty 
is multidimensional, and that poverty 
measures based on the income criterion do 
not capture deprivation of many kinds. 
“Human poverty", it says, "is more than 
income poverty - it is the denial of choices 
and opportunities for living a tolerable life.” 
it introduces three types of deprivation: in 
survival, in education and knowledge, and 
in economic provisioning, as important 
dimensions of poverty. The human poverty 
index (HPl) has thus come into being. 

The critique that follows is best illustrated 
by asimpleanalogy applicable toindividuals. 
A person can be sick in different ways. 
Specific sicknesses, caused by specific 
factors, exhibit speci fic signs and symptoms, 
some measurable on a continuous scale, and 
others differing only in qualitative terms. It 
is quite possible, however, to compute for 
any group of persons a general sickness 
index based on several relevant measure¬ 
ments. results of diagnostic and clinical tests, 
and so on. (Such an index can also be called 
an ‘index of health'). Depending on how 
well the variables and the corresponding 
weights arc chosen, this index will separate 
the seriously sick from those in robust health, 
and alert us to borderline coses; persons not 
clearly sick, who nevertheless cannot be 
categorised as healthy. However, individual 
sickness cannot be treated on the basis of 
such an index, despite the fact that both 
diagnosis and treatment do depend on a 
variety of observations by physicians (who 
treat sickness combining knowledge about 
several underlying factors without the aid of 
some elegant formula). A panel of medical 
experts presented with sickness indices for 
a group of patients can do little: the ranks 
and the values of the index will mean nothing 


to the panel. The experts would insist on 
looking at all the components of the index 
for each person; and ask, moreover, for 
individual histories of patients, histories that 
go beyond the usual clinical data, however 
presented. 

Treating poverty, given its multi¬ 
dimensional character, requires an attack on 
several fronts. This is the essence of the 
Report. But is a common agenda possible 
for all the poor countries? What useful 
purpose can a common agenda serve if it 
covers everything under the sun: people- 
centred and pro-poor economic growth; 
elimination of hunger, ignorance and gender 
disparities; universal provision of health care; 
and many other such goals? Countries with 
different colonial histories have different 
problems requiring urgent attention: for 
example, the food problem in sub-Saharan 
Africa or that of illiteracy in west Asia and 
south Asia. Surely, each country must choose 
its own path for the eradication of poverty, 
and surely, as well, donor agencies such as 
the UNDP must be sensitive to problems 
specific to countries. 


This note, however, is not concerned with 
the substantive issues of poverty eradication 
and social advancement. Its sole purpose is 
to review the consuuction of the human 
poverty index presented in the 1997 Report. 
The HPl, like all such indices, summarises 
information, but. as argued below, it has no 
obvious merit as a summary measure, 
especially in relation to simpler, more easily 
understood, indices such as the simple mean. 

The Index 

In India the poor are not identified and 
described as such but as those ‘below the 
poverty line’, or, ‘BPL’ as in recent 
government documents. (BPL reminds us of 
colour TV sets and frost-free refrigerators. 
The bureaucrat responsible for the acronym 
is not lacking in humour.) 

The poverty line, now used in India, is the 
level of per capita total expenditure by 
families at which food requirements in calorie 
terms arc met. The assumption here is that 
at that level other basic needs would also 
be met in some average sense. One can of 
course define the poverty line directly in 


Table I: Ranks of Countries by Different Inmces 


Country 



Index For Rankinc 



HPl 

PCI3 

MEAN3 

ALT3 

MEANS 

PCIS 

ALTS 

1 Trinidad and T 

1 

1 

1 

1 

1 

1 

. 1 

2 Cuba 

2 

2 

2 

2 

2 

2 

2 

.1 Chile 

3 

3 

3 

3 

4 

4 

4 

4 Costa Rica 


5 

5 

5 

S 

S 

6 

.S Singapore 

5 

4 

4 

4 

3 

3 

3 

6 Colombia 

6 

9 

9 

8 

12 

II 

II 

7 Mexico 

7 

14 

14 

7 

II 

12 

9 

8 Jordan 

8 

7 

7 

6 

7 

7 

S 

9 Panama 

9 

II 

II 

14 

14 

14 

16 

10 Thailand 

10 

13 

12 

12 

IS 

IS 

14 

11 Uruguay 

II 

6 

6P 

II 

13 

13 

IS 

12 Jamaica 

12 

12 

13 

9 

9 

9 

7 

13 Mauritius 

13 

10 

10 

10 

8 

8 

8 

I4UAE 

14 

8 

8 

13 

6 

6 

10 

IS Ecuador 

IS 

IS 

IS 

16 

21 

19 

21 

16 Mongolia 

16 

18 

18 

IS 

17 

17 

12 


(dtmid) 


2202 


Economic and Political Weekly Auguat 30, 1997 





Taiu I: iUmuarCouHnun iv Dvmint bmca (Cotiaaed) 


temu of t normative mhtimri bundle of 
good* and services. Despite the many 
Uifflcullies and ambiguities in the actual 
construction of a poverty line. It should be 
emphasised that the underlying concept of 
u minimum expenditure is quite simple, and 
so is the method of aggregation over 
commodities and services through valuation. 

But once different types of ‘deprivation’ 
•are introduced as essential elements of 
poverty - as the Report docs - the simplicity 
of the concept is lost, although one can 
clearly sec the relevance of deprivation (not 
adequately captured by the incomecriienon) 
to any consideration of poverty. This is mainly 
becau.se there is no obvious way lo combine 
oraggregatelhcdiffcrcnllype.sof deprivation. 

The important question is: Why do we 
need an index that combines different types 
of deprivation in a single measure? Let us 
pul aside this question for the moment and 
look at the construction of the HPI. 

The HPI is based on three differem types 
of deprivation: 

(1) Survival deprivation, as measured by the 
percentage of people (in a given country) not 
expected to survive to age 40 years (P,); 

(2) Deprivation incducaliun and knowledge, 
os measured by the adult literacy r.iie tP,); 

(3) Deprivation in economic provisioning 
(P,), which is computed as the mean of three 
variables: population without access to sale 
water (P„), population without access to 
health services (P„) and underweight 
children under the age 5 years (P„) - all 
three exprcs.scd in percentages. 

The HPI is then obtained as the cube root 
of the average of cubes of the three above 
components of deprivation. This is a ‘power 
mean’ of sirdcr 3, The power mean of order 
one is our old friend, the simple mean, the 
average of values. There is a technical note 
in the Report setting out the properties of 
the power mean. (For a fuller discu.s.sion of 
power means in an axiomatic framework, 
see Emar Hille, Methods in Classiail and 
Functional Analysis. Addison-Wesley 
Publishing Company. 1972, Chapter I.*).) 

Several questions can be asked about this 
particular choice of variables for describing 
and quantifying deprivation and about the 
reliability of the data actually used. Let us 
refer to a few of them, before examining the 
merits of the HPI. 

(1) The list of excluded variables is long: 
deprivation in terms of food, clothing and 
shelter as applicable to the whole population 
(which the orthodox poverty line takes into 
account in some measure); deprivation of 
gainful employment; deprivation of basic 
human rights including equality before law 
and justice; and so on. (The question of 


Country _ 



HPI 

PCI3 

MEAN3 

AL-n 

MEAN5 

PCD 

ALTS 

17 Zimbabwe 

17 

24 

23 

17 

22 

24 

17 

18 China 

18 

20 

20 

20 

24 

22 

23 

19 Philippines 

19 

16 

16 

19 

25 

25 

24 

20 Dominican R 

20 

22 

22 

21 

26 

26 

26 

21 Ubya 

21 

17 

17 

18 

10 

10 

13 

22 Sri Lanka 

22 

19 

19 

29 

30 

30 

32 

23 Indonesia 

23 

30 

30 

27 

31 

31 

30 

24 Syrian A R 

24 

25 

25 

22 

18 

18 

18 

2.S Honduras 

25 

31 

11 

24 

29 

29 

25 

26 Bolivia 

26 

33 

33 

26 

34 

■ 34 

28 

27 Iran 

27 

26 

26 

23 

20 

21 

19 

28 Peru 

28 

28 

28 

31 

13 

33 

37 

29 Bolswoiu 

29 

29 

29 

25 

19 

20 

20 

30 Paraguay 

30 

21 

21 

35 

32 

32 

42 

31 Tunisia 

.11 

23 

24 

28 

16 

16 

22 

.12 Kenya 

32 

38 

17 

10 

17 

37 

34 

13 Vietnam 

33 

27 

27 

18 

16 

16 

45 

14 Nicaragua 

34 

35 

35 

14 

15 

15 

35 

IS Lesotho 

35 

.19 

19 

31 

18 

18 

33 

16 El Salvador 

36 

16 

16 

40 

19 

19 

44 

17 Algenu 

37 

32 

12 

32 

21 

23 

27 

18 Congo 

38 

40 

40 

41 

41 

42 

49 

.19 Iraq 

39 

34 

34 

16 

28 

28 

29 

40 Myanmar 

40 

41 

41 

17 

47 

46 

40 

41 Cuineruun 

41 

42 

42 

41 

40 

40 

38 

42 Papua NG 

42 

44 

44 

47 

48 

47 

58 

4.1 Ghana 

43 

45 

45 

19 

44 

45 

36 

44 Egypt 

44 

37 

38 

42 

27 

27 

31 

4S Zambia 

45 

48 

48 

49 

51 

53 

61 

46 Guatemala 

46 

43 

4.1 

44 

45 

44 

41 

47 India 

47 

46 

46 

46 

42 

41 

46 

48 Rwanda 

48 

51 

50 

45 

46 

4i 

39 

49 Togo 

49 

50 

51 

48 

50 

50 

43 

.SO Tanzania 

SO 

52 

52 

SI 

61 

62 

64 

51 Lao Rep 

51 

56 

55 

50 

59 

59 

SO 

S2 Zaire 

52 

49 

49 

52 

68 

68 

70 

.SI Uganda 

51 

60 

59 

56 

65 

65 

63 

54 Nigeria 

54 

59 

58 

52 

62 

61 

53 

55 Morocco 

55 

47 

47 

54 

41 

41 

48 

56 C Afr Rep 

56 

61 

61 

55 

67 

66 

62 

57 .Sudan 

57 

51 

51 

51 

52 

52 

47 

58 Gumea-Bis 

58 

67 

65 

58 

64 

67 

60 

59 Namibia 

59 

54 

54 

59 

55 

55 

52 

60 Malawi 

60 

69 

69 

61 

72 

72 

71 

61 Haiti 

61 

61 

61 

65 

69 

69 

69 

62 Cole d'Ivoire 

61 

58 

60 

61 

60 

60 

67 

61 Bhutan 

62 

65 

64 

60 

61 

61 

54 

64 Pakisian 

64 

57 

57 

61 

56 

56 

55 

65 Mauritania 

65 

62 

62 

62 

54 

54 

51 

66 Yemen 

66 

66 

67 

64 

70 

70 

65 

67 Bangladesh 

67 

64 

66 

72 

66 

64 

72 

68 Senegal 

68 

.55 

56 

68 

49 

49 

57 

69 Bunindi 

69 

68 

68 

67 

57 

57 

56 

10 Madagascar 

70 

72 

72 

70 

75 

■ 75 

75 

71 Guinea 

71 

70 

70 

69 

58 

58 

59 

72 Mozambique 

72 

73 

71 

71 

71 

71 

66 

71 Cambodia 

73 

74 

74 

73 

74 

74 

73 

74 MaK 

74 

75 

75 

74 

73 

71 

74 

75 Ethiopia 

75 

76 

76 

75 

76 

76 

76 

76 Burkina Faso 

76 

71 

71 

76 

51 

.51 

68 

77 Sierra Leone 

77 

77 

77 

77 

77 

77 

77 

78 Niger 

78 

78 

78 

78 

78 

78 

78 


Note: Sec the text fur the definitiom of the diffeieni indices 
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democratic rights is not a trivial one. Since 
the Report refers to denial of choices as an 
important clement of deprivation in the 
extended concept of poverty, it does not 
make sense to rank countries by a synthetic 
index that ignores the difference between 
parliamentary democracies with universal 
franchise and authoritarian regimes.) In 
particular, however, the deprivation of 
'economic provisioning'. as computed in the 
Report, is not representative. 

(2) The variables chosen are dimensionally 
different. Deprivation in terms of survival 
(P|), in access to safe water (P„) and in 
access to health services (P,,), relate to the 
whole population. Adult illiteracy (P,) refers 
to the population of adults. The incidence 
of underweight children refers to the 
population of children below 5 years of age. 
The variables thus arc based on different 
population aggregates. 

From a statistical or an analytical point of 
view, this is a curious mixture. Instead of 
adult literacy rates one can use population 
literacy rates. Instead of the proportion of 
underweight children one can employ a 


dwellings have ponds nearby. That ii 
probably the basis of the statistic. 

Rank Sknsitivitv 

The ranks of the countries, in terms of a 
combined index of deprivation, depend on 
the procedure adopted for converting the 
nve-component vector of deprivations into 
a scalar. Some procedures designed to 
examine the sensitivity of the ranks of 
countries to methods used are listed below. 
They are (apart from the HPI itselO suggested 
as obvious alternatives to the HPI, given the 
manner in which it has been constructed. No 
doubt, many other methods can also be 
considered: but a sensitivity analysis with 
too many alternatives will lead us nowhere. 

(1) HPI: Power mean of order 3 of P,, P, 
and P,, where P, is the simple mean of P„, 
P,_, and P^,. This is what the Report gives 
us. 

(2) PCI3: First principal component of P,, 
P, and P,, based on the correlation matrix. 
(This procedure standardises variables to 
make them dimensionally comparable, in a 
conventional statistical sense. But the 


aftritfsry, as acknowledged in the Rq»(t, 
(The authors of (he Report did not obviously 
like to use the sim|de mean. Had they chosen 
orders higher than 3 for the |»eferred power 
mean, the index values would have been 


Table 3: Cousmues bus Which the Dipfeebncb 
BETWEEN MAXMUM AnO 

Minimum Rank Is Less than 5 


Country 

HPI 

Rank 

Minimum 

Rank 

Maximum 

Rank 

1 Trinidad 

1 

1 

1 

2 Cuba 

2 

2 

2 

3 Chile 

3 

3 

4 

4 Cosu Rica 

4 

4 

6 

S Singapore 

5 

3 

5 

6 Jordon 

8 

5 

8 

7 Nicaragua 

34 

34 

35 

8 Cameroon 

41 

38 

42 

9 Cambodia 

73 

73 

74 

10 Mali 

74 

73 

75 

11 Ethiopia 

75 

75 

76 

12 Sierra L 

77 

77 

77 

13 Niger 

78 

78 

78 


Table 4: CouNmiEs Rw Which the Difference 
BETWEEN Maximum And 
Minimum Rank Is More than 10 


measure of undemutrition for the whole 
population. Such modifications will reduce 
all variables to dimensionally similar terms, 
referring to the population as a whole. If, 
however, one wants to focus on poverty in 
relation to specific segments of the population 
such as that of children, of tlw elderly, or 
of women, it is certainly possible to look at 
forms of deprivation specific to each group 
(for example, depnvation of property rights 
in the case of women), to present a fuller 
picture. 

The dissimilarity is present in the time 
dimension as well. Adult illiteracy as 
observed now is the result of neglect in the 
past, covering several decades. This is true 
for many nations including India. Prospects 
of survival to the age 40 arc computed, 
however, at current age-specific mortality 
rates. In a regime of continuously falling 
mortality rates, varying widely across the 
countries and over time, such measurements 
of survival rates, without reference to the 
actual course of decline in mortality and how 
it was brought about in the different countries, 
can be misleading. 

(3) The data used are of unknown quality. 
For example, the percentage of population 
with no access to ‘safe water* is given as 
19 and 3, respectively, for India and 
Bangladesh. In both these countries water¬ 
borne diseases still account for a very high 
proportion of deaths, especially among the 
children. It is difficult to accept that 97 per 
cent of the people in Bangladesh have access 
to safe water. In rural Bangladesh most 


standardisation can be done in other ways.) 

(3) MEAN3: Simple mean of the above 
3 variables. 

(4) ALT3: Power mean of order 3 of P,, 
P, and Q,, where 0, is the power mean of 
order 3 of P„, Pjj and P,,. (Why the authors 
of the Report, given their preference for (he 
power mean, have not chosen this method 
is a mystery.) 

(5) MEANS: Simple mean of all the S 
types of deprivation. 

(6) PCI5: First principal component of the 
above S variables, based on the correlation 
matrix. 

(7) ALTS; Power mean of order 3 of all 
the S variables (another natural choice for 
those who want to use the power mean). 

The power mean is such that higher orders 
give (in a rough sense) more emphasis to 
the bigger values among the components of 
the vector of deprivations, unlike the simple 
mean, which of course assigns equal weights 
to all the components. The choice of 3 as 
the exponent in the HPI calculation is 


Country 

HPI 

Rank 

Minimum 

Rank 

Maximum 

Rank 

1 Libya 

21 

10 

21 

2 Sri Lanka 

22 

19 

32 

3 Paraguay 

30 

21 

42 

4 Tunisia 

.tl 

16 

31 

5 Vietnam 

33 

27 

45 

6 Algeria 

37 

23 

37 

7 Congo 

38 

38 

49 

8 Iraq 

39 

28 

39 

9 Papua NG 

42 

42 

58 

10 Egypt 

44 

27 

44 

11 Zambia 

45 

45 

61 

12 Rwanda 

48 

39 

51 

13 Tanzania 

50 

50 

64 

14 Zaire 

52 

49 

70 

15 Uganda 

53 

53 

65 

16 Nigeria 

54 

52 

63 

17 Morocco 

55 

41 

55 

18 Cent AfRep 

56 

55 

67 

19 Malawi 

60 

60 

72 

20 Bhutan 

62 

54 

65 

21 Maunuinia 

65 

51 

65 

22 .Senegal 

68 

49 

68 

23 Burundi 

69 

56 

69 

24 Guinea 

71 

58 

71 

25 Burkina Fuo 

76 

51 

76 


Table 2' Pairwise Correlation CoFEFiciENrs among Indices 



HPI 

PCD 

MEAN3 

ALT3 

MEANS 

PC15 

ALTS 

HPI 

1 0000 







PCD 

0,9851 

1.0000 






MEAN3 

0.9864 

0.9999 

I.OUOO 





ALT3 

0.9935 

0.9803 

0.98T2 

1.0000 




MEANS 

0.9478 

0.9755 

0.9746 

0 9579 

1.0000 



pas 

0.9504 

0.9784 

0.9775 

0.9595 

0.9999 

1.0000 


ALTS 

0.9507 

0.9537 

0.9535 

0.9755 

0.9781 

0.9772 

1.0000 

CV Per Cent 

49.3 

51.9 

51.9 

46.6 

50.5 

506 

44.8 


Afoie: C V stands for the coefficient of variation. 
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dowf 10 liie maxima among the etements 
of the vector, in other wonJi, each country 
would have been depicted in poorer light. 
See the explanation for the choice in the 
Report: p 121.) 

The first principal component yields the 
linear combination of the variables having 
the largest variance, subject to the condition 
that the sum of the squares of the coefficienu 
(in the combination) is unity. The result is 
of course not a mean value (because the 
weighu do not add up to unity) but the 
procedure has the obvious merit of widening 
the distances among the countries to the 
maximumextent, so that borderline cases are 
as clearly separated as possible. The other 
merit of this method is that it exploits the 
existenceof correlations among the variables 
considered. So, although the procedure does 
not give us an overall index of deprivation 
in its calculated form, it is a good choice for 
ranking from the statistical point of view. 

The ranks of the 78 countries according 
to the seven different indices listed above 
are set out in Table I. It can be seen that 
the ranks by the simple mean and those by 
the principal component method are 
extremely close: in 7S (out of the 78) countries 
the ranks by PCI3 and MEAN3 differ by no 
more than I, the maximum difference across 
countries being only 2. Similarly, in 72 
countries the ranks by PCIS and MEAN5 
differ by no more than 1. the maximum 
difference in this case being 3. The 
correlations between these two pairs are the 
highest (among those between all pairs of 
indices) even in terms of the value.s of the 
indices, as can be seen from Tabic 2. A word 
about thiscloseness: the principal component 
method yields unequal weights for the 
elements of the vector, and, as remarked 
before, these weights depend on the 
correlations between pairs of the elements. 
The closeness is not generally guaranteed. 
The structure of correlations among the 
variables (given the actual data that have 
gotK into the making of the HPI) has given 
the simple mean this additional virtue, apart 
from its simplicity in construction and 
meaning. 

In contrast, the agreement between the 
ranks by the HPI and by the the simple mean 
cannot be described as a close one. The 
difference in ranks by HPI and MEAN3 
exceeds S in 16 cases and the difference in 
respect of HPI and MEAN5 exceeds 5 in as 
many as 36 cases. 

Lei us now take all the 7 rankings into 
account and consider t he di ffcrence between 
the maximum and the minimum rank (over 
the 7 methods) for each country as a measure 
of sensitivity. Table 3 shows that only for 
13 countries this difference is less than 5. 


These indiide ■ few coutfries at the top and 
a few the bottom, as well as Nicaragua and 
Cameroon, ranked somewhere in the middle 
by all the indices. On the other hand, the 
difference between the maximum and the 
minimum rank exceeds 10 in as many as 25 
countries (Table 4). The most glaring 
differences (of over 20) occur in the cases 
of Paraguay, Zaire and Burkina Faso. 

Why Do We Need an Index? 

The Report says that the HPI can be used 
in at least three ways (Box 1.3, p 19): as a 
tool of advocacy; as a planning tool for 
identifying areas of concefflrated poverty 
within a country: and, as a research tool. For 
example, the “HPI can help summarise the 
extern of poverty along several dimensions, 
the distance to go, the progress made”. 
However, as we have seen, indices such as 
the HPI can be constructed in many different 
ways and unless there are good reasons, no 
particular index can be recommended for 
general use. Since the ranks are sensitive - 
extremely so in the case of some countries 
- to methods of construction, the publication 
of the ranks, according to one index, by 
an international body can only create 
confusion. 

In this context, consider the hypothetical 
possibility of an agency such as the UNDP 
using the HPI (or, for that matter, any other 


index) for allocating funds for the emficalion 
of poverty, given iu muhidimensionai nature 
A country ranked SO (among 78 counuies) 
by an index used for allocation will get very 
much less than its ‘due share’ if another 
sensible index gives it a rank, say, 70. ‘The 
indices can lead to ‘legitimate* protest. 

Why do we need an Index? The answer 
is; we do not need one. It is nodoubt necessvy 
to describe and quantify poverty in its many 
dimensions. The Report is an important 
landmark in this respeci; it presents several 
aspectsof deprivation not covered by poveity 
ratio calculations. But each type of 
depri vation, and its variation across the poor 
countries, tells its own story, its starknest. 
However, the big story told by an index loses 
ail essential detail. IJkewise, thehypotbetical 
allocation problem is best sol ved by retaining, 
as such, measures of poverty and deprivation 
in all possible dimensions. The funding 
agency can assign more or less weight to this 
or that aspect of poverty and distribute aid 
forspeafic activities in thedifferent countries 
in accordance with acceptable measures of 
each type of deprivation. 

|A summary of ihis note was presented at the 
Mysore Workshop on the Human DtvtUipmeni 
Repari 1997, sponsored jointly by the UNDP 
and (he University of Mysore and Mil on July 
28. 1997. The point about democraitc nghls 
referred to in the note is based on observolioos 
made by a panicipanl ai the workshop ] 
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The Bihar flood Stoiy 

Dincsh Kumar Mbhni 

In spite of the rise of investment in the flood control sector, the flood-prone areas and the flood damage in 
Bihar are on the increase. The reason for this paradox lies in the short-sightedness exhibited by the expert technical 
opinion which has taken diametrically opposite stances in pre- and post-independence period. It opposed construction 
of embankments during the British rule, as the colonial rulers desisted spending on rehabilitation operations. 
While in independent India, the technical opinion, under the political compulsion to do welfare of the people, 
has wholeheartedly supported construction of embankments and big dams. As a ctmsequence, not only have flood 
control projects not performed according to the initial expectations but have in fact created a worse scenario. 


BIHAR is one of the most flood affected 
states of India. According to the Rashiriya 
Barh Ayog (1980), 16.5 percent of the entire 
flood prone area within the country is located 
in Bihar while 22.1 per cent of the total flood 
affected population within the country resitfes 
in the flood plains of the state. This implies 
that the number of persons hit by flood per 
unit area in Bihar is quite large and. in fact, 
it IS the highest as compared to the other 
flood prone states within the country. 

Statistics show that the flood prone area 
of Bihar which was only 25 lakh hectares 
in 1954. the year of promulgation of the first 
national policy on floods, rose to 43.2 lakh 
hectares in 1971 and shot up to 64.51 lakh 
hectares in 1982. The second irrigation 
commission of Biharhas reassessed the flood 
prone area within the state at 68 lakh hectares 
in 1994. Up to March 1996, some Rs 720 
crore were spent on flood control (this does 
not include the establishment cost) in the 
plan period in Bihar. With the rise of 
investment in the flood control sector, the 
flood prone area and the flood damages in 
the state arc also on the rise leading to the 
inevitable conclusion that these investments 
are actually doing more harm than good in 
view of the stated objectives of the projects. 
We shall try to analyse the factors that have 
led to this debacle. 

Bihar (Figure 1) has an area of 174 lakh 
hectares with a population of 86.3 millions 
(1991). The Ganga, flowing from west to 
east, bisects the state in two pans. The alluvial 
plains, north of the Ganga, are drained by 
the Ghaghra, the Gandak. the Buhri Gandak, 
the Bagmati. the Adhawara group of rivers, 
the Kamala. the Kosi and the Mahananda 
which are the tributaries of the Ganga which 
acts as a master drain. These northern plains 
are generally referred to as north Bih^ and 
comprise of 21 districts together with one 
subdivisionof Bhagalpur(Naigachia). North 
Bihar has a population of40.58 mi llions and 
an area of al^t 54 lakh hectares with a 
population density of754 persons per square 
kilometer. Seventy-six per cent of the total 
population of north Bihar is reported to be 
flood prone.' The average rainfall ranges 
from 1,250 mm to about 1,300 mm in this 
area. The alluvial plains of north Bihar are 
very fertile and are capable of supporting a 


large population. Wc shall restrict our 
discussion to the floods in north Bihar. 

The Gangetic plains are formed as a result 
of the geological process of the drift of the 
continents, sedimentation and consequent 
filling of the gap between the Indian 
peninsula, south of the Vindhyas, and the 
Asian mainland. The Himalayan range of 
mountains is formed due to lateral pressure 
of the southern land mass on the Asian 
mainland and is still in a nascent state and 
IS almost a heap of loose soil. The rains wash 
down these mountains regularly and the 
sediment is spread partly in the lower reaches 
by the .spills of the rivers and partly 
transport^ to the sea through the Ganga. 
These sediments deposited in the lower areas 
impede the flow of rivers in the following 
rainy season and the rivers oflen cut a new 
path through the deposited sediments. This 
is how the rivers change their course and 
affect land building or form the delta. This 
has been going on for ages. The fertility of 
the soil of the Gangetic plains is mainly due 
to the detritus brought down thus. All the 
rivers of north Bihar mentioned above are 
known to have changed their courses and 
the process continues still. The most 
meandering river, the Kosi, which was 
flowing east of Pumea, over 200 years ago. 
has moved westward by about 130 kms. It 
is not the rainfall but it is the sediment that 
is responsible for the shifting course of the 
rivers. The abundance of water and the 
fertility of the soil must have attracted the 
early man to settle in this area and that is 
the reason for the high population density 
here. 

Origin of human life on this earth is 
attributed to the famous flood legend and 
Hindu scriptures are full of praises for the 
rivers, being mentioned as the “Mother of 
the world.” Along with rivers, floods also 
find their mention and the ‘Naradiya Purana’ 
has given one of the first lessons in flood 
plain zoning. It says that a river does not 
spill beyrmd its known boundaries which it f 
defines as the river bed. Around 70 metres 
(150 hath) beyond the river bed is the river 
bank and up to five km (one yojan) beyond 
the river bwk is the river belt. ‘Naradiya 
Purana' prohibits people from residing within 
the river bed and ri ver bank and recommends 


dwelling only in the river belts and beyond.^ 
These verses, obviously, hint about the 
shifting courses of the rivers and the 
precaution to be taken in theevent. Chanaky a, 
in his Chanakya Neeti, has pitied a person 
who has his house located on a river bank, 
facing threats of erosion. 

Fux»o Control and the Early 
Embankments 

The easiest protection from floods is 
constructing bunds (embankments) so us to 
exclude water from fields and habitations by 
individuals. There areevidences, all the world 
over, that the stale has also constructed 
embankments along the banks of the rivers 
to prevent them from spilling. In China, the 
Hwang Ho, ‘the .sorrow of China' was 
embanked in the 7th century BC. followed 
by another river Yangtze being embanked 
in the first century BC. The embankments 
have stood between the river and the Babylon 
town for centuries. The Nile, in Egypt, was 
embanked in the 12th century and the 
Mi.ssissippi embankments, in the US. were 
completed in 1727.’ 

In India, the Kosi in Bihar was once 
embanked in the 12th century by ihe King 
Lakshmun II and this embankment is 
popularly known as ‘Bir Bandh ’. The remains 
of this embankment are still seen along the 
eastern bank of the Kosi, souihofBhimnagar, 
in the Supaul district. Franas Buchanan 
(I8I0-II) considered this embankment as 
a fortification that ran along the western 
bank of Daus up to its junction with Tiljuga’ 
while W W Hunter (1877) suggested that, 
“...by far the greater part of the natives 
attribute its formation to a different cause. 
They diticr, however, considerably in their 
account. It is widely believed that this 
embankment was constructed to prevent the 
westward movement of the Kosi and its 
construction was stopped abruptly.”’ 

As the legend goes there was one daredevil, 
who once tried to contain the Kosi. It is said 
that a demon got attracted by the beauty of 
the Kosi and fell in love with hv and proposed 
to marry her. The Kosi put a condition that 
ifhecouldcontainher between the Himalayas 
and her confluence with the Ganga in a 
nights’ time she would accept the proposal 
and if this did not happen the demon would 
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be killed. The denton agreed Md set on hil 
wofk. A< the woric prugreated the Koii got 
nervous seeing the pace of demons’ work. 
She went running to Lord Shiva, her father, 
and sought his hdp. Lord Shiva went to the 
place, where the demon was at work, in the 
gaib of a cock and started crowing. The 
demon, though he had completed most of 
his work, got nervous on hearing the cock 
crow thinking thtt it was going to be morni ng 
soon, left his job and ran away from the place 
in order to save his life. The Kosi thus 
remained free.* 

The person who constructed this bund was 
rightly given the name ‘Bir’ (brave) but the 
fury of floods of the river Kosi continued 
towards the east. “...This extensive 
embankment cuts the sources of the Dimra 
and Tiljuga rivers from the Kosi and intercepts 
al I flood waters of the latter li ver from enter! ng 
the channel” writes Shillingford.’ 

The nawabof Bengal, just before the British 
occupation, constructed 158 km long Gandak 
embankments in 1755 AD.* These 
embankmems were of great concern to the 
British, and in 1797 the government 
authorised the collector to repair the same 
and recover the cost from the concerned 
landlords. The administration was then 
generally happy with the embankments and 
felt that on account of this embankment 
(Gandak embankment), “...it had been 
possible that the land which was lying waste 
were having luxuriant growth of crops”.* 
James Rennel'". while conducting his survey 
of northern India, had also observed many 
such embankments which were kept at 
enormous expense and yet always did not 
succeed for want of tenacity of the soil of 
which these were composed. 

Elsewhere in Cuttack, by 1820s, the 
distncts used to have regular committee of 
embankments in the form of surveyors, 
superintendents and bund darogas, etc. with 
responsibilities of each one clearly defined. 
The rules wanted that in case of failure of 
any embankment, “...the superintendents 
shall adopt every practical means of which 
circumstances may admit of repairing the 
breach or of preventing further injury to the 
country, ascertain the extent of crops 
destroyed, and the damages done to the 
adjoining country and the cause of failure 
of the embankment, whether by force of 
water or soil fully cut by the Ryots", and 
"...should any Pool BundMDarogah neglect 
to report to the superintendent the failure of 
the embankment within 24 hours of the 
occurrence, he will be liable to removal from 
his etiqslpymenl on the representation of the 
superintendent.”" 

The persoiuiel of the East India Company 
were basically the traders and sailors and had 
no idea of Hoods, its control and irrigation. 
The ‘natives’ had their own way of dealing 
with the problem. Willcocks (1930) gives 
a very interesting account of irrigation in 


ancient India in the Dtnwdar Valley in 
Burdwan (West Bengal). According to him 
the floods in the valley used to begin with 
the monsoon rainfall and with that used to 
start the sowing and transplanting operations 
of the paddy. With the advancement of rains 
the land used to get damper and extensive 
surface used to get covert with water, an 
ideal ground for breeding the mosquito larvae 
in millions. It is just then the muddy waters 
from the river used to gush into the area 
either by overtopping of the river banks or 
by affecting the cuU in the artiflcial low 
height embankments along the river with the 
helpof very shallow and wide charuiels. This 
mu^y water used to contain eggs of carps, 
inferior Ashes and Anally the shrimps which 
would float down through subsidiary 
channels to the paddy Aelds, full of rain 
water and tanks, lliese eggs would grow i nto 
young Ashes that were real carnivores and 
they at once fell on the larvae of mosquitoes 
and lived on them. If there was any prolonged 
dry spell, the local people had dug enormous 
number of ponds and tanks where the Ashes 
could take refuge and which acted as an 
insurance against drought. Since the river 
was made to pass through the cuts in the 
banks at 40 to 50 places, there was little 
danger of any floods taking place and there 
was no great risk. Writes Willcocks. "...No 
villager could have given such a sound 
engineering opinion unless they had heard 
their fathers talk of such things, or had 
themselves seen the banks being cut. It 
explains the 40 to 50 breaches made in a 
single year in the Damodar river banks”." 

The British, instead of strengthening and 
improving upon the system, mistook the 
shallow, wide channels as abandoned 
navigation channels and the bunds along (he 
river solely as a flood protection device. 
They ignor^ the channels calling (hem “dead 
rivers” and started strengthening the 
zamindari bunds as a flood protection 
measure. The people, however, used to cut 
these embankments for irrigation and (he 
government got slowly Arm on putting an 
end to this “discieditaMc occurring" which 
it thought was the work of uncontrolled 
floods of the river. It never occurred to them 
that the breaches were caused by the peasantry 
secretly and that 40 to 50 breaches in a 
heavily embanked river of considerable 
length in a single year could not possibly 
have been made by the river itself, for one 
or two breaches eased the situation." 

Thus, (here was a general acceptasKe for 
the embankments in the early British days 
but the problems started surfacing later. Ttro 
Gandak embankments breached very badly 
in the floods of 1872 inundating about 30 
villages. These embankmenuhadintercepted 
many rivulets and streams dial used to flow 
freely into theriver earlier bui this water now 
stagiiaied outside the embankments causing 
unhealthy surroundings and malaria.'* 


As a result, when the Ghaghra was 
proposed to be embanked by the people in 
I8W, following the severe floods in that 
season, the goverornem did not coiuxde the 
demand. This request was probed by two 
senior engineers, Buckley and Holding, to 
ascertain if parAal flood protecAon could be 
given by constructing embankmeius along 
the river to the submerged tract and it was 
on their recommendation that the Lieutenant 
Governor declined the construction of the 
embankments through any ofAcial agency 
and left it open to the petitioners to carry 
out the work themselves, at their own cost 
and risk, if they wanted. Sir Charles Elliot’s 
action of turning down the proposal had 
earned him agreat applause from the technical 
community then.” 

Advent of Railways and Freedom 
Struggle OF 1857 

The Arst (rain service in Bengal was 
inaugurated between Howrah to Raniganj in 
1854 and was laterextended to Burdwan and 
beyond. 77ie government took over the 
responsibility of the Damodar embank meats 
in 1855 to make it watertight with a view 
of preventing wholesale breaches in them. 
It had become necessary in view of the 
extension of the railway line and the 
protecAon needed to (he rail way embankmem 
against the flood water of the Damodar. The 
flood control picture was getting “brighter” 
with the construction of (he waterAght 
embankments on the Damodar, extra 
strengthening of the railway embankment 
adjacent to it followed by fuiuter raising and 
strengthening of die Gr^ Trunk Road. As 
if (his was not enough, two more 
embankincnts in the name of Eden Canal 
were pul in the same area and one had five 
embankments placed parallel to each other 
and the drainage line was thoroughly 
throUled.Willcockscalls these embankments 
as “...Avesatanicchai ns binduigthe Damodar 
and dooming the once healthy arv; prosperous 
tract between it and (he Hooghly to malaria 
and comparative poverty".'* 

The railway embankment had insufAciem 
waterway and had thoroughly impeded the 
drainage of the area after its completion in 
1860. The government had to open, for the 
Arst time, charitable dispensaries to combat 
malaria in Burdwanin 1861.The government 
was forced todemolish the right embankment 
of the Damodar, for a length of about 32 kms, 
to reduce the flood level attained after the 
construction of the embankments and this 
dcmoliAon yielded favourable results and 
feiAlity of the soil of the inundated area 
greatly improved by 1863.'’ 

ApM ftom ftirihering commerce and trade; 
the extension of railways and roadwayi 
became essential for the colonial rulcn !• 
the backdrop of the freedom stiunie of 
1857.'They needed a strong network of roads 
and rail ways to send their troops 10 quell any 
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rebellion anywhere at a \ cry short notice." 
Since most of the Gangetic belt in Bihv is 
plain land, all these roads, railway 
embankments and canals, etc, were 
constructed in filling and obviously became 
an obstruction to the natural line of drainage 
that impeded (he surface flow of water. To 
cite an example, we take the case of the 
district Chainparan. In 1794, the road from 
Sarfcar .Saran (Gihapra) to Sarkar Champaran 
was the o.nly road but was so bad during the 
rains that the passengers were obliged to 
wade. The road length in Champaran rose 
from 280 kms in 184S to 700 kms in 1876, 
1,600 kms in 1886, 2,091 kms in 1906 and 
.3,770 kms in loas.'’ Besides, the Tribcni 
canal, constructed after the 1896 famine 
running from west (n cast along the Indo- 
Nepal boundary, was giving a lot of problem 
by obstructing drainage as the land was 
sloping from north-west tosouth-east. Similar 
developments were taking place all over 
north Bihar. The railways made their entry 
into north Bihar in 187S with the opening 
of the section from Dalsingsarai to Darbhanga 
viaSamastipurandintoChamparanin 1888. 
When the British left the country, Champaran 
had 317 kms of rail length. 

By the reckless construction of this 
transport network, the British had already 
invited trouble. Soon the care of the river 
embankments became “...one of the mo.st 
harassing duties of this department, and this 
seldom avails to prevent cuts being more 
surreptitiously, benefiting small areas of 
crops at the expense of the ruin of much 
greater".-" The resulting condition was 
responsible for the abandonment of the 
Damodar Project and on the same inference 
“...the scheme for irrigation from the 
Gunduck in north Bihar induced the 
Lieutenant Governor 'to let that project 
rest’ 

However, the railways continued its 
expansion and was held responsible, probably 
for the first time, for causing floods injurious 
to the interest of the people, by blocking of 
the flow at the Banswar Chak bridge in the 
district of Saran in 1895. It had to pay the 
farmers a compensation of Rs 60,000 to 
make up for (he losses thus caused.^ When 
the Kurscia bridge on the railway 
embankment connecting Barauni to fCaiihar, 
along the northern bank of the Ganga on the 
Kosi, came up for construction, the super¬ 
intending engineer. Northern Circle, H N C 
Crete wrote a letter, dated April 6, 1897, 
cautioning (he commissioner of Bhagaipur 
and Santhal Parganas, about the possible 
dangers of extra flooding in his area north 
of the Ganga and that the railway should be 
asked to compensate in case of any 
eventuality.^' The perusal of CI”ete yielded 
results and the commissioner of Bhagaipur, 
wrote a very strong lener, dated April 11, 

1897, to the secretary, government of Bengal, 
department of revenue, saying, “...therailway 


authority keep us in dark and to a void 

us and we suspect them of intentioru th« 
can only be called sinister".’^ In fact, this 
railway embankment and the deficient 
waterway bridge at Kursela was objected to 
buy the collector of Pumea and ownen of 
the Gondwara factory in Pumea and the 
railway wanted to hush up the matter by 
entering into adeal with the concerned people 
at Pumea by providing some extra waterway 
in the bridges on the Banutdi, the Boro, and 
t he Chhota Kusi and by pay ing compensation 
incase there were damages to property north 
of (he Ganga. This agreement was ultimately 
signed on Januaiy 28, 1898. but the matter 
got leaked to the commissionerof Bhagaipur 
who succeeded in forcing a stricture on the 
railways for separate agreement with the 
administration of Bhagalpuron December S, 

1898 on the same pattern as done in Pumea 
but the railways succeeded in keeping the 
Monghyr administration at bay and 
proceeded with the construction of railway 
line. When considerable damage was done 
in the floods of 1904, in Monghyr. and most 
of it attributed to the railway embankment 
ranning parallel to and north of the Ganga, 
the aggrieved parties were looking for the 
railways to compensate for the damages but 
they were not to be seen around.^’ Besides, 
railways also played havoc with the forests. 
Not only (hat it helped in transporting wood 
to serve the commercial interests of the rulers, 
it consumed most of the forests for its sleepers 
and fuel needs. Coal came to be used much 
later in the railways. 

The Kosi Catches The Eye 

Theenthusiasm of the British in controlli ng 
the floods in the Gangetic basin started 
subsiding slowly and they no more saw 'the 
luxuriant growthof crops’ and the 'protected 
property’. There were serious floods in (he 
Kosi basin in 1869 and 1870 and Pumea was 
badly hit by the spills of the Kosi and the 
Ganga resulting in considerable damage to 
the crops and cattle but that was reported 
almost to be an annual phenomenon. Hunter 
writes, “...A project for embanking the Kusi, 
which would affect the reclamation of a vast 
area of jungle country, has been proposed, 
but it is very doubtful whether it could be 
accomplished.’’”' The Purnea collector 
maintained that it was common for the 
highlands in flood years to yield well and 
a good rabi crop often made up for the losses 
of the rice destroyed by inundation. This 
was, probably, the first indication of having 
any programme to embank (he Kosi and was 
ultimately shelved. The British were 
incapable of doing anything on their own 
as a considerable length of the river (about * 
40km) waslocated in Nepal and herclearance 
was essential if the river was to be tampered 
with. Towards the end of the 19th century 
(he two countries signed (he famous Sugauli 
pact and i mmediately afterthe signing of this 


agreement the British tried to tame the Kosi 
by constructing marginal embuikments along 
its course in 1891. Nepal had agreed to the 
proposal as the bund was to protect the 
territory of Nepal in a length of 46 kms from 
the ravages ofthe Kosi. Unfortunately, there 
were heavy rains in the third week of May 
1891 which made the construction of the 
bund impossible.” 

In 1893, W A Inglis, chief engineer, Bengal 
province toured the Kosi area and had gone 
deep into the Nepal territory with a view to 
suggest means to tame the river. He refrained 
from suggestinginterference with the natural 
flow of the river and opined that the river 
should be left to its own devices. 

Shillingford (1895) suggested thatthe Kosi 
swings like a pendulum between its eastern 
and western boundaries and was then having 
a tendency to move westward. He wrote, 
“...the Kosi after reaching its westernmost 
limit, will go back near easternmost of its 
abounded channels, and then begin the work 
of moving westwards all over again’’." 
Charles Elliot (1895) did not agree with 
Shillingford and opined, “...there seems to 
be no evidence adduced to show that the 
river has reached its westernmost position, 
or to show that if it has, it will return violently 
from a direct southern to an extreme eastern 
course, instead of doing so gradually’’." 
Regarding embanking the Kosi he maintained 
that, “...the advantages resulting from the 
embankments are immediate and obvious 
and there is scarcely a case in Bengal at least 
where it has not happened that in the course 
of years the difficulties and not infrequently 
dangers caused by embankments have 
become so great that their removal has 
become a question of discussion. In the case 
of Damodar and Goomti rivers this step 
became pressing necessity and has been 
carried out.’’’" 

The Calcutta flood conference (IS97): A 
meeting of the senior officials of the 
secretariat of the government of India was 
held on February 24, 1897 in Calcutta, to 
discu ss the damages due to floods i n (he Kosi 
basin in past two years and suggest means 
to tackle them but the discussion could not 
go beyond the building of short length of 
embankments to protect isolated tract 
exposed to its flowls. As a result many 
embankments sprang up all over north Bihar 
and were constructed mainly by the local 
authorities or the indigo planters and later 
records show that they never allowed the 
promoters to live in peace.” 

Impact of deforestation manifested'. 
Buchanan Hamilton, while touring eastern 
India (1807-16) had collected ‘extremely 
valuable’ information for the Bast India 
Company which was highly advantageous 
to (hdr servanu in India, specially to those 
occupied in collection of revenue." 
Buchanan, when he looked at the rivers in 
Bihar, had his eyes firmly fixed on the 
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navigational capabilities of theie channelf, 
wbeto timber could be floated down them 
and if tbat be so, what were the places where 
. thetimberwaslikelytogetstuck.The British 
axe fell on the Himalayan forests soon and 
by the turn of the 20th century the destnicti on 
was complete. Writes O'Malley, “...Thirty 
yean ago the country between Patthardewa 
on the frontier and the jungle belt was well 
wooded. It is now a cultivated plain, which 
offers noresistance to the passageof floods."" 
The flood debate goes i^Uc: The Calcutta 
Conference (1897) could not suggest 
anything concrete for the Kosi but it led to 
the construction of stray embankments all 
over. The performance of these embankments 
was being watched by an army officer, captain 
F C Hirst (1908). Vehemently criticising the 
Barauni- Katihar rail way embankment for its 
insufTicieni waterway, Hirst was sceptical 
about the performance of the river 
embankments too. He maintained that 
embanking the rivers was dangerous as was 
the case with the Hwang Ho in Clhina. He 
attributed the devastating floods in various 
river basins in north Bihar, to a great extent, 
to the embankments constructed over past 
many years. Forcing a river to follow a 
particular path, irrespective of the size of the 
river, small or big, is against the wishes ol 
Nature. An embankment, through which there 
was no provision of passing any amount of 
water, cannot be expected to provide any 
protection against floods. It actually throws 
gloves, ",..m the Nature's face, an insult 
which she is not yet known to leave un¬ 
avenged"." The points that Hirst had raised 
were replied by W A Inglis (1909). He said, 
“...by some of the engineers who had to deal 
with the rivers of Bengal, marginal 
embankments have been held as altogether 
abominable. By others, among whom I 
number myself, it has been held that marginal 
flood banks, designed with discretion and 
proper understanding of the factors of the 
case, are of service. It is rather that they arc 
a lesser evil than uncontrolled floods, than 
that they are i n themsci ves a positi ve good 
Inglis hinted about the construction of low 
height embankments along the rivers with 
arrangements of passing flood waters to the 
countryside beyond a certain level so that 
the river con continue its process of land 
building, the intensity of floods is reduced 
and the land continues to lecei ve the fertilising 
silt. This is what Willcocks hod observed 
while reviewing the ancient systems of 
irrigation in India. No attempt was, however, 
made to revive this technology even during 
the tenure of W A Inglis as the chief engineer 
of Bengal. He. however, emphasised the 
need to understand the limits, "...within which 
we must confine our efforts, and success 
depends on a due apprehension of these 
limits, and on a just sense of proportion".'* 
Consiiiuikm of the Orissa Flood Com-mittee: 
In Orissa, the flood problem had acquired 


an alarnung proposition in die last century 
Itself. The people, in coastal Orissa, had 
started raising their voice against the Orissa 
canals, the flood protection embank-menu, 
and the road/railway lines that were causing 
enhanced floods and prolonged waterlogging. 
The governmern appointed a committee 
comprising of four engineers, in November 
1927withC Addam Williams, chief etigineer 
to the government of Bengal, irrigation 
department, as chairman to investi-gate 
causes of the floods and suggest remedy. 

The members of the committee toured 
extensively the flood affected area of Orissa 
during January to August 1928 and 
interviewed a score of offlcials, politicians, 
social workers and farmers aitd reached the 
conclusion that, “...the embankment system 
is at the boHom of their trouMes is, we have 
found, realised by the people of Orissa and 
one of the most insistent demands made to 
us by the inhabitants...is for the complete 
abolition of the canal sy.stem and the throwing 
open of the fully protected area to the spill 
of the rivers. They argue that the affect of 
this protection is to intensify the floods on 
the remainder of the counuy and as we have 
stated, there is a clear justification for this 
view. But the remedy proposed is so drastic 
that we are unable to support it...the problem 
in Orissa is not how to prevent floods, but 
how to pass them as quickly as possible to 
the .sea And the solution lies in removing 
all obstacles which militate against this 
result...If a policy to this end is pursued, 
except insofar as it must be relaxed to ensure 
the maintenanceofthe population, steadfastly 
and, if needs be ruthlessly, we are convinced 
that much of the distress which exists can 
be removed..."." 

Patna Fi oon Cosi-TRt.vci; 

A conference todiscuss the flood problems 
of Bihar was held in Patna in November 
1937. This probably was the first initiative 
of a popular provincial government in the 
state. The governor. Hallet. in his inaugural 
address discussed the flood problems of Bihar 
and said that the problem was not that acute 
as has been made out to be. The real 
devastating floods were not very common 
He said “...there is the same problem in 
China, the same problem in America, in 
particular in the Mississippi valley where in 
spite of vast expenditure, in spite of the most 
engineering skill the embankment or the 
levees as they are called, put up to keep the 
river under control, do not appear to have 
proved a success. I will not put it more 
strongly than that."" 

Rajendra Prasad had sent his message for 
the seminar and a part of his message reads 
as, “...so when embankments are held 
responsible for floods and a suggestion is 
made' that they should he done away with, 
the embankment which ought to attract 
attention first of all ace the railway 


embankments and district board roods. This, 
of course, would be a counsel of despair, and 
I am not without htqtes lliat engineering 
skills should be able to devise other methods 
to deal the situation.”" 

Captain G F Hall, then chief ehgineer of 
Bihar, said, "...As my knowledge of flood 
conditions increased, I began to doubt the 
efficacy of bandhs and gradually came to the 
conclusion that not only was flood prevention 
undesirable but that bandhs are primary 
causes of excessive flooding, and I think that 
majonty of people now agree that provided 
that they are evenly distributed a^ arc of 
moderate depth, north Bihar needs floods 
and not flood prevention, not withstanding 
numerous articles in the press to the affect 
that government must take steps to prevent 
floods” *° He feared that the way bandhs ate 
being constructed or even if the status quo 
is maintained, “...we are storing updisa^ 
for the future though we may not be here 
ourselves to witness the climax"." 

The first proposal to dam the Kosi in 
Nepal, probably, was given by Jimut Bahan 
Sen in this conference. He talked of the 
misery of the people in the Kosi area and 
that the people were w'llling to contribute to 
the construction of 368 kms long parallel 
embankments along the banks of the river, 
but embanking the river was no remedy, 
“.. .the onl y possible means to check the Kosi 
was to dam it where it left the hills and 
regulate the flow past the weir but there were 
two great obstacles - the dam site lay in 
Nepal territory and the cos, wouli^ be 
enoimous”." Captain Hall summed up the 
debate saying that he. "...wanted to make a 
start by establishing one point and one poim 
only asapreliminarytogovemmeni devising 
a flood policy, i e. that bandhs obstruct the 
free flow of water and accentuate instead of 
relieve the intensity of floods. That poim 
established, the first stage of a constructive 
policy IS to remove obstructions hereafter 
government can devise .neans of ^opting 
the natural tendencies of the rivers to benefit 
the people instead of opposing the natural 
tendencies to their detriment"." He also 
doubted whether Bihar could afford to spend 
an initial Rs 10 crore on training a single 
nver with uncertain results. 

The proposals made at the conference 
became an object of ndicule in years to 
come. Ycttherclevanccofthefindingshaunts 
the planners, engineers artd politiciaas evert 
today when almost all the nuyor rivers of 
Bihar are embanked with disastrous 
consequences. We keep hcanng about this 
conference whenever floods are disciissed 
in Bihar. Interestingly, while Capuin Hall 
was Mrongly opposing any embanking of the 
livers, it was during his tenure as the ckitf 
engineer of Bihar, in the year I937<3^ 
Tirhoot Waterways Division made e 
preliminary survey of the river Knai and in 
old and new chaiutels crossing the Nepal 
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border. Thia survey was undertaken by the 
first popular government of Bihar under the 
prime ministership of Shri Krishna Sinha to 
ascertain if a suitable training work for the 
Kosi was feasible.^ This is very perplexing 
for such a survey could never be undertaken 
without the knowledge and approval of the 
chief engineer of the stale which Captain 
Hali was. The other possibility is that it is 
a misreporting in the annual report. And if 
it is neither, was it the beginning of the 
politics of flood control in Bihar? 
Proposal of Sir Claude Inglis on the Kosi 
(IHiy.SitCC Inglis, who was then director 
of the Central Irrigation and Hydrodynamic 
Research Centre, Poona studied the Kosi in 
1941. According to Inglis, the Kosi would 
continue its westward march till its sediments 
would fill up the low lying areas of the 
Tilyuga and the Balan and then, possibly the 
higher land elevations, south of Tamuria, 
will prevent it from further moving to west. 
A marginal embankment may be needed 
here to stop the river from going west. He 
thought erosion, land slides, deforestation 
and extension of agriculture was responsible 
for floods. He wanted more data on the river 
and its catchment which was not possible 
then because of the second world war. 
Ghosh report on the floods of north Bihar 
(19421: Rai Bahadur P C Ghosh (1942) 
extensively studied all the small and big 
rivers of north Bihar. This was an era of no 
bandhs and this underlying principle of 
disiributing floods over as large an area as 
poigible is reflected throughout this report. 
One can feel the shadow of Captain Hall and 
his views in this document as he still was 
the chief engineer. To establish the aversion 
to the construction of the embankntents those 
days along the rivers, Ghosh quotes a letter 
of one W L Murrel, then superintending 
engineer - North Bihar Circle, dated Feb- 
tuaiy 6, 1942, to the deputy chief engineer, 
irrigation department Patna which mentions 
about the Tiljuga, the stream through which 
the Kosi was flowing in Darbhanga those 
days. A section of this letter reads as, "... 
Silt must be deposited the Darbhanga district 
west of the Tiljuga bandh of the Kosi. If it 
is not, and the Tiljuga embankment breaks, 
as it must in future, people will be drowned 
not by tens or by hundreds but by 
thousands...it appears necessary for the 
repairs to the embankment to be forbidden 
annually, and even twice annually, the 
promulgation being by beat of drum in the 
villages...that the repairs are forbidden. In 
addition, the embankments should be pat¬ 
rolled and a...prompt exhibition of a little 
anned force will doubtless prevem repairs 
and could also prevent much trouble later.”*’ 
Coming to the question of fad ng the Kosi, 
the report sugge^ construction of dams 
on the tributaries of the Kosi in Nepal and 
afforestation to reduce the silt load and as 
the river comes to plains, to spread its water 


to various live and dead channeli and 
suggested careful studies for (he future.** 
Post-War Kosi Plan (1945): This plan to 
tame the Kosi wu prepared when freedom 
from British nile was in sight and the time 
had come to shed the oid values. Now it was 
suggested to embank the Kosi, ”...by 
confining it to a definite channel by building 
marginal embankmentt, 16 kms or so apart, 
running parallel from the Nepal foothills to 
the Ganges”, at an estimated cost of Rs 10 
crote.” This plan ran imo rough weather 
when forwardixl to the central government. 
The experts at the centre recommended the 
execution of the plan of a high dam proposed 
across the Kosi at Barahkshetra in Nepal. In 
the flood season of I94S the maharaja of 
Darbhanga, Sir Kameshwar Singh invited 
the viceroy. Lord Wavell, to the Kosi area 
to have a feel of the floods there. Pbllowing 
this viceregal visit, the chairman of the newly 
formed Central Water Irrigation and 
Navigation Commission (CWINQ, A N 
Kohl, was given the responsibility of 
preparing the preliminary report of the 
Barahkshetra dam project in 1946. He was 
assisted by two senior officers of the 
Geological Survey of India, namely, J B 
Oden and K K Dutta. Renowned authorities 
on dam construction in the US, J L Savage, 
Walter Young and geologist F H Nickel, 
who had to their credit the building of the 
Boulder dam, the Grand Coulee dam and the 
Shasta dam, etc, were consulted before the 
preliminary leporu could be finalised. 
Nirmali Cotrference of the Kosi St^erers 
and the Barahkshetra Dam: A conference 
of the Kosi sufferers was held in Nirmali 
(now Supaul and then Bhagalpur district) on 
April 6, 1947 which was attimded by C H 
Bhabha, then member of ministry of works, 
mines and power, Rajendra Prasad and Shri 
Krishna Sinha among others. Bhabha 
explained toa gathering of about 60,000that 
it was proposed to construct a large dam of 
coiKrete of about 229 metres height with a 
storage capacity of 0.31 millioncubic metres 
on the Kosi. It was also to have a hydroelectric 
generation unit of 1,200 megawatts and a 
canal system to irrigate 12.3 lakh hectares 
of land in Nepal and India. The project 
estimated at Rs 100 crore was expected to 
be completed in seven different phases in 
10 years time. 

Bhabha, in his long speech, said that, 
“...the modem techniepM of river control attd 
river training was of comparatively recetK 
origin which was evolved hardly a quarter 
of a century ago even in the advanced 
countries of the west. And it was only about 
five years ago ihtt this technique gainet^ 
genei^ acceptance in India antongit her 
water planners and river engineers. Till then 
our experts were continuously oscillating, 
like the river Kosi itself, between two 
divergem views. One school believed in the 
embrmkmenis or bundhs, ordinary bundhs. 


ring bundhs or marginal buntflia. The other 
school swore by Udssn-fcdrt ascribing all 
ills of over-flooding to the presence of these 
embankments thernselves and advocating 
their systematic demolition.” Refetring to 
the 194S plan to tame the Kosi, he said that 
when this scheme was referred to his 
department for comment and advice they 
were already woiking on a scheme of multi¬ 
purpose development of Damodar river 
through storage reservoirs and the department 
at once detected the inadequacy of the 
traditional approach propounded by the Bihar 
experts, and referred it to the newly 
es^lished water platming organisation of 
the CWINC for their comments. The 
cottunission strongly advocated a multi¬ 
purpose approach rm the lines of the Damodar 
river scheme.** 

In the same context Savage, in a preu 
conferetKC in Barahkshetra, told newsmen 
on the April 7, 1947 that from the design 
point of view the high concrete dam at the 
Barahkshetra would be able to withsumd the 
shocks of earthquakes and it would be 
possible to pass off heavy floods over the 
spillway of the dam. He discussed about the 
embankments made on the Yellow River in 
China and was emphatic in sayi ng that laming 
the Kosi with the help of embmkments would 
be disastrous.** 

This schemeof Barahkshetra was so widely 
covered in the rrtedia from 1946 to 19SI that 
it appeared that the work on it would 
commence any day but was always kept 
postponed for various reasons like rains, 
scarcity of funds, need for further 
investigations, etc, and at oik stage the Bihar 
go vernnwnt was even asked to make a choice 
between the Gandak and the Kosi projects 
for want of resources. And in the meanwhile 
the project cost shot up to Rs 177 crore. The 
suspense caiiK to an end when on June S. 
1951. a committee was cun.siiiuted under the 
chairmanship of S C Majumdar, advisor- 
engineer, government of West Bengal to 
gi ve its opi nkm on the proposed Barahkshetra 
dam.*" IIk committee generally approved 
the proposed plan, and it had no other choice, 
because the scheme was prep.ircd by the best 
available experts in the world, but noted that, 
(a) a sum of Rs 48 crore will be spent on 
the first four phases of the project but the 
flood control will be achieved effectively 
during the filth phase only and, (b) in the 
seventh phase of the project implementation 
1,800 megawatts of electricity will be 
produced at an investment of Rs 60 cme. 
It further said that in 1952 altogether 1,750 
iiMgawatts of electricity was being produced 
from all the sources in the country. Prom 
all the power houses in the country the 
maximum demand of power was estimated 
at l,l(X) megawatts and the rale of increare 
in demand of power annually was put at 30 
megawatts between 1940-50. This demand 
was said to increase marginally in the yean 
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to come. The new power houics that were 
being built that time were fuither likely to 
produce an additional power of 1,000 
megawatts. Thus the conunittee came to a 
conclusion that a huge block of power will 
not be utilised for a long time to come and 
large capital will be blocked unproductively 
in the name of power production. Also, the 
commiltee felt that the benefits of flood 
control will be available quite late in the plan 
and it rec o mmended that the proposal of the 
Baiahkshettadain be dropped. The immediate 
outcome of the flimsy recommendations of 
this committee was tiM a curtain was drawn 
on a scheme which was in the headlines for 
the previous six years. 

77lw Aetta Aeservoir 5<:hmse; The Majumdar 
committee, however came out with an 
alternative proposal which was to include,” 
a 19.2 km long eaithen dam of 20 meter 
height to be constructed 14.4 kms 
downstream of Beika hills with the storage 
capacity of 2.27 lakh hectare metres. This 
dam was expected to produce 68 m^watts 
of power, to irrigate 6.1S lakh hectares in 
Bihar through eastern Kosi main canal and 
the western Kosi canal, at an estimated cost 
Rs S5.S crore. A S6 km long embankment, 
from Kuaaha to Bhagwanpur, was also a part 
of this scheme to prevent westward 
dlsplaceaieni of the Kosi. This schenne was 


strongly opposed by the people lithe planning 
stage itself. The logic was very simple. If 
the Beika dam was capable of intercepting 
the incoming silt and sand, the water coming 
out of the dam would be clear and there 
would be no change in the course of the river 
and hence, there was no need to construct 
the embankment from Kusaha to 
Bhagwanpur md if the silt/sand did not gel 
trapped in the reservoir, there was no 
justification in having the dam. Thus, it was 
stated in the Bihar Vidhan Sabha that if flood 
control could not become effective, "...no 
government, and specially a democratic 
government, had an authority to obstruct the 
natural flow of the rivets and expose the 
people living in a particular area to disasters 
and destruction".” 

The 1953 Schesie of the Kosi 

A go slow stance was taken by the 
government on this Beika scheme proposal 
too. After the floods of 1953, Nehru once 
again took the aerial survey of north Bihar 
on October 31 and November 1 which 
generated some momentum iniheconcerned 
dicles. Lastly, the government of India 
constituted another committee of experts 
comprising of Venkata Krishna Iyer, chief 
engineer, Andhra Pradesh: Kanwar Sain, 
vice-chainnan CWPC; M P Mathtmi, chief 


engineer, Bihar, and N K Bose, director. 
River Research Institute, Calcutta, to suggest 
some means to deal with the floods of the 
Kosi. The members of this committee made 
an aerial survey of the area on December 10, 
1953 and submitted ibeir final report on 
December 13, 1953. This proposal costing 
Rs 37.31 crate is normally le'^erred to as 
1953 plan.” The salient features of which 
are as under. 

(i) To construct a bairage 1,150 metres 
long, five km north of Hanuman Nagar 
in Nepal at an estimated cost of Rs 
13.27 crore. 

(ii) To contain the stream of the Kosi, 
marginal embankineiiis were proposed 
on either banks of the river. On the 
western bank, theseembankmetts were 
proposed from Bhatdah to sthsmtii 
measuring 121 kms whereas on die 
eastern side 99 km long embankments 
were proposed from Bhimnagar to 
Bangaon. Ring bandhs were also 
proposed around the villages Nirmah 
and Maharlcomaih This entire job was 
estimated to cost Rs 10.67 crore. 

(iii) To construct the eastern canal system 
to irrigate 5.67 lakh hectares of latKl in 
the district of Saharsa and tanea at an 
estimated cost of Rs 13.37 craie. 

Now, if this proposal is matetsed gainst 
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the entire debate on the techniques of flood 
control in Bihar to date, specially the speech 
made by Bhabha at Nirmali, it becomes 
obvious that after spending eight years and 
over a crore of rupees on investigations and 
consultations, theembankments. which were 
given a good-bye being termed as outdated 
and obsolete, suddenly became acceptable. 
As a matter of fact, Nehru was so much 
moved by the plight of the people that he 
insisted on doing something immediate to 
mitigate their sufferings. Unfortunately, 
immediate tackling of floods can be done 
only locally and the only known device to 
achieve this objective was the construction 
of embankments whose long-term impacts 
were known to be disastrous. 

The decision to embank the Kosi was a 
political one necessitated by extra-technical 
considerations. The entire debate on flood 
control technique, that was going on since 
the construction and subsequent demolition 
of the Damodar embankments in 18S0s was 
thrown to winds. The people who had been 
told time and again, over a century, that the 
embankments are an evil and should be 
avoided were now expected to wclcume the 
'Satan'. The people of about 304 villages 
who were going to be trapped between the 
two embankments were, naturally, a worried 
lot and opposed to the construction of the 
embankments. This put the government on 
the defensive and attempts were made to 
justify the embankments and dispel any fear 
that the people could have in their mind. The 
then planning minister, Gultuinlal Nanda. 
had to issue a statement in Lok Sabha on 
the May 3. I9S4 regarding the soundne.ss 
of the 1933 scheme wherein he quoted experts 
who had certifled the scheme to be beyond 
any risk. He also said that the scheme has 
been formulated after detailed investigations, 
research and experieiKe gathered during 1946 
to 1953 and all the aspects had been carefully 
being looked into. 

The fact was that during 1946 to 1952. 
till the submission of the S C Majumdar 
committee report, all the investigations were 
done about the Barahkshetra dam or the 
Belka dam in Nepal and not on the Kosi 
embankments. The need to constitute the 
Majumdar Committee arose because the 
government had no mottey (Rs 177 crore - 
1952 cost of Barahkshetra dam) to spend and 
it wanted a cheaper solution and the 
Majumdar Committee helped it in finding 
one. Writes T P Singh fl954). “...but 
apprehe n ding the huge cost and the time 
needed to complete the project, the execution 
of the scheme had to be suspended”.^ The 
Majumdar Commitiee found ndicukws and 
lanw excuses to shelve the project hy saying 
that the power produced from this dam will 
not be able to te utilised for a long tune to 
come. Incidentally, this committee had 
proposed an embankment on the western 
side of the Kosi while S C Majumdar once 


held a view, “...in fact, having regard to our 
experietKes in Bengal, construction of flood 
embankments as a flood controlling measure 
would be like mortgaging the future 
goierations toderi ve some temporary benefit 
for the present generation"The committee 
it seems, recommended whatever was 
expected out of it. 

But the Belka scheme was not a very cheap 
and quick solution either. Continues T P 
Singh, "...the Belka scheme could not be 
taken up for con.struction because the 
projected benefits were not in tune with the 
costs. In the meanwhile public pressure to 
do something concrete was building up to 
the exicnt that the central and state 
governments requested the Central Water 
and Power Commission (CWPC) to prepare 
some scheme keeping in view the financial 
resources of the country that could be 
implemented quickly”.’" Thus the Kosi 
embankments came into being. 

In an attempt to doubly assure the people 
about the Kosi embankments, two veteran 
engineers of India, K L Rao. who later became 
the irrigation minister at the centre, and 
Kanwar Sain, chairman of CWPC were sent 
toChina in May 1954 to study the controlling 
of the Yellow River and they were expected 
to give their recommendations on the 
souiKlncss and suitability of the 1953 scheme. 
Since the embanking of the Kosi was 
approved in December 1953 and the experts 
sent to China in May 1954, they knew what 
they had to recommend beforehand. Bharat 
Sevak Samaj (BSS), a voluntary organi.sation 
to enlist public co-operation, was already 
born in 1952 and it was almost decided that 
most of the earth work in the Kosi Project 
would be done through BSS. It helped these 
experts to eulogise public co-operation in 
China. They, in their report, talked highly 
of the management aspect of the repairing 
and maintenance process of the Yellow River 
embankments and al.so about the public co¬ 
operation in the implementation of these 
projects. On the technical issues they made 
the fol lowing recommendations:(a)“.. .if the 
Yellow River is able to discharge the 
tremendous silt charge smoothly to the sea, 
there is no rea.<>on why Kosi cannot be 
harnessed in .such a way that it will also take 
away with its waters all the harmful silt that 
cause the lateral shifting of its course, if 
measures are undertaken to eliminate the 
coarse content of the silt”; and (b) "...as the 
dykes have proved entirely adequate to deal 
with the Yellow River for centuries, though 
attended with breache.s from time to time due 
to lack of proper maintenance and watch of 
banks, dykes construction in the Kosi must* 
he proceeded with immediately even before 
barrage is undertaken”.” 

Apparently, these expens were satisfied 
with the performance of the Yellow River 
embankfiwnis and hence they approved the 
embanking of the Kosi which definitely was 


an easier river than Hwang-Ho to handle. 
The reality, however, was different. 

The Chinete approach to tame the Yellow 
River. The extraordinary seriousness of 
floods on the Yellow River was not due only 
to the summer rains in the basin but even 
more due to the silt deposited in the lotver 
reaches of the river. As a result the river bed 
had gradually risen higher and higher till the 
mean level of the water was higher than the 
surrounding country. The channel was so 
muddy that a river could haroiy remain fixed 
and this pari of the river frequently changed 
its course and made the situation in entire 
low reaches increasingly precarious. 
According to historical records, there had 
been inundation and breaches on 1,500 or 
more occasion on the lower reaches of the 
river and there were 26 important changes 
of course, nine of them major. The terrible 
floods of 1933 caused more than SO breaches 
of the dykes, and brought disaster to more 
than 11,000 sq kms. Over 3,640,000 people 
were affected and over 18.000 killed. In 
1938, the Chiang Kai Shek government 
opened the dykes on the south bank of the 
rivers at the Hua Yuan Kou near Cheng 
Chow in Honnan province. This led to a 
major change in the course of the river 
affecting 54,000 sq knu with a population 
of 12,500,000 and 890,000 people died. 
In 100 years from 1855 till 1955, the dykes 
had breached on 200 occasions.'* 

Our experts were told about these facts in 
a function held for welcoming them in 
China Much before they visited China, in 
1952, China had u.sked the USSR governmem 
for a group of Soviet experts to come lo 
China to help draw up an overall plan tor 
the Yellow River and a team of seven 
engineers headed by A A Kmoleiv was 
already working in Peking since January 
1954. In April of that year the Yellow River 
planning commi.s.sion was tormed to look 
into the pu.s.sibililies of taming the Yellow 
River through large dams. 

Misleading views of Indian experts: This 
was the status of Hwang Ho embankments 
and the Chinese line of action, in 1954. lo 
tackle the tlrxxls of the Yellow River. While 
Kanwar Sam quoted Wang Hu Cheng, chief 
engineer of Huai Project in China as saying, 
“...the scheme (ol 1953) seems to be very 
sound, provided you have measures to control 
silt""" and in the same conrteclion he quoted 
two American engineers, Maddock and 
Torpen. whocommenied that.“...the adopted 
plan has been devised afler careful study of 
competent engineers and the plan appears 
to be the best of the several possibilities. At 
some unknown time in the future, 
aggradation; a rise of river bed by 
accumulation of sediments, will make the 
levels impracticable, supplementary 
measures will be required then.” What the 
Americaas forgot to mention was that in 
their own country, between 1833 and 1927. 
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the endwnkmeatt of Miuittippl river had 
to be railed S.2 metrei high and yet there 
were frequent breaches and overtopping of 
the embankments. In the floods of 1912 the 
Mississippi embankments were overtopped 
generally and breached at 300 places and 
obliterated an aggregate length of 96 kms 
out of total length 1640 kms. Since 1882. 
there had been several devastating floods in 
the Miuissippi basin despite, and due to, the 
embankments, like the ones in 1897 and 
1903.*' Similarly, in 1927, “...Mississippi 
river of the US broke loose last year 
inundating an area of i 1,200 sq kms and 
damaging property to an extent estimated at 
between 200 million to abillion dollars. The 
breach drove nearly three quarters ofa million 
people from their homes and six hundred 
thousand of them were dependent on Red 
Cross. The wealth and the power of the US 
enaUed much to be done for the sufferers, 
still they suffered, and what will be the final 
state of the inundated area is not known.. 

Thus, the Chinese and the American 
experience of flood control with help of 
embankments was quite depressing, yet. 
experts from these countries were available 
to advocate for the lost cause. 

RfcSISTAM'E TO THE pROIKfT CoNTINl.ES 

As a last ditch effort to convince the 
government of the futility of the proposed 
Kosi embankments, Rai Bahadur A C 
Chatterjee. retired chief engineer of Bettiah 
Raj, in a meeting held in Patna secretarial 
undcrthechairman-shipofSri Krishna Sinha. 
the then chief minister of Bihar, on Novem¬ 
ber 20, 1954, and attended by top officials 
of the slate, tabled the proposal opposing the 
1953 scheme to lame the Kosi and called 
it a waste of public money and that the 
scheme would not serve any useful purpose."' 

The Kosi affected people were also split 
in many blocks. On one side was the 1.92 
lakh population (I9SI Cen.sus), spread over 
.304 villages threatened to be trapped within 
the proposed Kosi embankments, which was 
demanding that the embankments should 
not be built in the first place and if that cannot 
be avoided the spacing between them should 
be kept to a maximum so that the fury of 
floods within the embankments can be 
minimised. On the other hand were the 
villages which were marginally close to the 
cmbankmeni.s and were agitating hard to 
.stay out of the embankments and this was 
possible only when the spacing between the 
embankmenlf was reduced. Another group 
of people was just interested in the 
employment that the construction of the 
embankmems was likely to offer, and was 
indifferent to the alignment of the 
embankments and was demanding iu speedy 
implementatkm. A showdown was inevitable 
because of the contradictory demands of 
these groupa and the engineers were once 
again made pawns in the hand of politiaans 


to resolve the issue. The embankment 
alignment was changed time and again and 
the villages with powerful political 
connections managed to stay out. All this 
was done under the garb of technical 
feasibility. One really wonders how much 
flexible the teclmology can be made. 

The reduction in the spacing of the 
embankments was surely going to aggravate 
the problems of the unfortunate villages 
which were, anyway, going to get trapped 
within them. These sacrificial goats were 
distinctly visualising the situation they were 
going to face after the construction of the 
embankments as these were going to 
guarantee floods to them for all times to 
come. A solution to this problem was also 
found. In the conference hall of the Patna 
secretariat, while addressing a gathering of 
the workers of BSS, on December 2, 1954, 
Lalit Narayan Mishra said that recent model 
tests at the Poona laboratory had shown that 
only in cm deep sheet of water would enter 
the villages that would fall within two 
embankments if the flow of water be 25,510 
cumecs in the Kosi. The flood of 1954 had 
a maximum discharge of21.260cumecs and 
hence the problem of rehabilitation was not 
very senous."' Mishra's views were later 
confirmed by the model tests in the 
laboratories of the central board of irrigation 
and power as. “...it was found that there is 
practically no risein the water levels at the.se 
villages due to the construction of the 
embankments”."' This tunted out to be a very 
cruel joke on the embankment victims later. 

Serious doubts were also raised about the 
safely and security of the proposed 
Barahkshetra dam in Nepal as it was to be 
liKatcd in an ‘intensely active region' and. 
"...the possibility of an earthquake like that 
of Ne|^-Bihar of 1934, much nearer to the 
dam site was not denied"."* Anugrah Narayan 
Sinha (1954). then finance minisierof Bihar, 
said in a statement in the vidhan sabha that 
the government was concerned about the 
security and the well-being of the people 
living downstream of the proposed 
Barahksheua dam. in the states of Bihar and 
West Bengal, and hence the government was 
resorting to the construction of the 
embankments on the Kosi."’ And that lay the 
flcKid debate at rest. 

Eiarlicr. to doubly assure the people that 
the construction of embankments along the 
rivers would do no harm, the Kosi 
embankment lobby played its trump-card 
when it succeeded in arranging a visit of 
Rajendra Prasad, then president of India. 
duringOctober 17-22,1954to many districts 
of noithBiharapparentlyloconvince people 
to come forward and contribute to this great 
nal ional cause .** The wot k on the Kosi Project 
started amidst heart burning, frustration, and 
apprehension on one side and jubilation, 
fanfare and victory on the other, on January 
14. 1955. when Shri Krishna Sinha put a 


basket full of earth on the western 
embankment alignment at the Bhutaha village 
near Nirmah, in Supaul district. 

Claude Inglis's assessment of the Kosi 
scheme: Sir C C Inglis was invited to India, 
in February 1956 for consultation after the 
work had started on the Kosi Project. Inglis's 
remarks regarding the scheme raked a lot of 
controversy about the same when be said 
that the embankment might give way in 
future and that the reservoir behind the 
barrage would be filled up in seven and a 
half years. Kanwar Sain had to clarify the 
situation, "...the height of the barrage had 
been fixed carefully so that it would exercise 
effective sediment control for at least 20 
years. The period will give us a breathing 
space, to further tame the river on long-term 
basis”. He added, “...e.ssentiaily, in tackling 
the problem of Kosi, it has to be a choice 
between the demand of the people for 
immediate flood protecuon and evolving a 
plan of flood control that can be guaranteed 
cent per cent flawless. If the plans of the 
control of Kosi are to be held in abeyance 
until an absolutely trouble free solution can 
be found, we may be certain that no work 
will be done on Kosi for a long time to 
come.""' 

Obviously, the 1953 scheme of Kosi was 
an ad hoc plan to tackle flcxxl and was meant 
to buy time tor a long term-plan to be designed 
and implemented. This point was, in fact, 
clarified much earlier by the administrator 
of the Kosi project when he said, “...the 
planners of this project have nowhere stated 
that this scheme can fully solve the flood 
probiems of the Kosi. The fact is that they 
also have emphasised the need for further 
inve.siigatioiis on the Kosi.'"" On another 
occasion. Kan war Sain said thtf Barahkshetra 
dam would cost somewhere between Rs 74 
to Rs 80 errae and could be completed in 
a period of 12 to 15 year^, and since people 
cannot be expected to wait for 15 long years 
a decision was taken to do something 
immediately and thus this proposal to make 
a barrage and embank the over was taken." 
But roughly around the same trine Sir Claude 
Inglis found that there was widespread 
apprehension that the high embankments, 
many miles of which had already been 
constructed, would lead to a marked rise in 
the water levels in the emhankmenis, thus 
necessitating the resettlement of the villages 
in that area. That a large rise in the water 
level would take place between the 
embankments wax agreed, undoubtedly 
because they would testnei spill and the 
width of flow. This in turn would lead to 
the deposition of sand between the 
embankments, so that, unless th| charge of 
the tartd coming down the river could be 
greatly reduced, the embankments wouM 
bKach...ln any case probtem was not iMm 
to reduce the flood rhscharge bud hour to 
reduce the quantity of samT.^ 
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Report of the Hioh>Levbl 
Committee on FLoom 

We had discussed about the Orissa Flood 
Couunittee Repoft (1928) and the Patna Flood 
Conference Repoct(t93'beartierandquoted 
some of the politicians, social workers and 
engineen. In the Patna flood conference, 
there were representatives from United 
Province (UP) and West Bengal also. A 
superintendingengineerfrom UP, Bradshaw 
Smith, while talking about Ghaghara 
embankments had said in the seminar that, 
“...Technical opinion in the United Provinces 
is also opposed to the confining of the river 
by bandhs on each side over a distance such 
as 80 kms partly for reasons stated by Captain 
Hall and partly on account of difficulty of 
disposing of drainage water denied entrance 
to the river by bandh itself.^' Similarly, an 
engineer from Assam, Peter Salberg, whose 
statement was read from his book, described 
more aptly how man's interference started 
and developed, and how the situation grew 
pro gressively worse owing to power of 
government and skill of engineers and how 
substantial bundhs had ^nung up everywhere 
with the complication of the embankment, 
roads and railways.” 

On the other hand, in West Bengal, G C 
Chatteriee (1936) writes, “...In this unholy 
combiiution are included the irrigation 
department putting up scheduled 
enriiankments with insufficient sluices, the 
zemindars putting up numerous 
embankments all over the place without any 
shiice, the disirict board nudring road across 
the spill area and railway companies 
constructing lines, not providng su^ient 
passage for water to pass throu^...” 

All these statements were made around 10 
years prior to independence. After 10 years 
of independence, what the high level com¬ 
mittee on floods (1957) spoke regarding the 
embankments, will be of interest to the 
readers.” 

(a) ...For the past few decades the Bengal 
engineers have expressed themselves 
against embankments, but this hostility 
to embankiiMntt has got somewhat 
modified in the recent years. 

(b) About the Orissa flood committee, the 
report says “...thatontheMissiuippithe 
1927 floods proved disastrous and tiutt 
was attributed by people todouble certain 
embanking of die river. This perhaps 
had influence in India as in certain other 
countries...” 

(c) ...In twenties and thirties of the present 
century opinion in Bihar was also against 
the einbankments. This appean to have 
beengn echo of the opinion so forcefully 
expressed by Beng^ engineers... 

(d) ...During the present decade, however, 
opinion in UP also had gradually been 
changing in favour of construction of 
embankments and a number of these 
have recently been constructed. 


(e) Shri S C M4tiinda’...itated that finther 
extension ofemb anfcm ent i shoBld on no 
account be made...Subsequent opinion 
in Assam has not been the same. ..During 
the last four yean there has been grant 
activity in the state in building 
onbankments and now there ara nearly 
2,240kms of embankments in that stMe. 

We have chosen these five states only to 
illustrate our pointy these are the states 
supposed to be the most flood prone sudes 
th^ days. The opinion expressed in the 
t930sandtheooebythehighleveloomniittee 
on floods, both, are experts' opinion, 
diagonally opposite to each other. During 
this period thm was no uiuisual change in 
the river behaviour, rainfall or such related 
factors. Only the government changed at the 
centre and that alone was sufficient to 
influence, or even reverse, the technical 
opinion. This raises a very vital question to 
those who maintain that discussing technical 
matters with lay persons is a futile exercise 
and no unauthorised person should walk into 
the domain of the technical experts. The 
politiciaia claim that they always go by the 
advice of the experts. The tact is that the 
British rulers did not want to construct 
em ban kments along theriventoavoid paying 
compensation or, at least, paying f^or the 
reli^ operatiotM and hence th^ engineers 
spoke the language of the administration. In 
independent India, there was a political 
compulsion for the powers that be, tobe seen 
doingsomelhingfor the welfare of the people 
and that too urgently. In all probrd>ility, the 
technical community also found it exp^ent 
to tag along with the wishes of the political 
leadership, and in the process, compromised 
on the technical standi^ which alone should 
have decided the viability of these schemes. 
Othrewise claims that the fanners in Orissa, 
while deposing before Addams committee, 
way back in 1927, were influenced by the 
Mississippi floods would not have been made. 

Though these are conjectures, there may 
be more than a grain of truth in them, since 
otherwise it is difficult to explain the reasons 
for some of the decisioru that have been 
taken for implementing the flood control 
measures in Bihar. This is especially true 
regarding the choice of embrndements for 
flocxi control, as in Chiru (on the Yellow 
River) and also in America, the experiences 
with embankments had bem quiet contrary 
to the initial expectatkms and their breaching 
had been a regular phenomenon. As 
consequence of what seems technical short¬ 
sightedness the flood contnd projects have 
not only not performed according to the 
initial expectations, they have in fact created 
a worse scenario than what hadexisted earlier' 
The net outcome of such developmerit was 
that once the Kosi embanking was cleared, 
just within two years, the end of 1956, 
partlenglhoftheGhaghta.theBurhiGandak. 
the Bagmari, the Balan, and the Khirol were 
embanked in Bihar. Before these works in 


Bihar, in 19S4, the state had only 160 kiat 
length of embankment along to riven wWoh 
rose to 3,465 kms in 1992. it is i nt eres tt ng 
to note that the flood prone am of the state 
has riaenaloog with the length of theembank- 
ments and now stands at 68 lakh hectares 
at against 25 lakh hectares in 1954.” This 
ri se in the flood prone am has been observed 
intheolher stales also. Forthewholecountiy, 
the flood prone am was 250 lakh hectam 
in the 19^ while it reguteied 400 lakh 
hectares at the beginning of the 8th Five- 
Year Plan.arise of 1.6times.IncaseofBihar 
this rise hat been to the tune of 2.5 times.” 

The breaches in the embankments are also 
quite common now. From the Gandak in the 
west to the Mahaiuuida in the east, one hean, 
year after year, about the breaches in the 
embankments resulting In untold suflerings. 
The breach in the Kosi embankment near 
Nauhatta in Saharsa, in September 1984, had 
iimndated over 70,000 hectares of land and 
uprooted over 4.5 lakh trees just in one 
slroke.”ln the floodsof 1987, these breaches 
occurred at as iiumy as 105 places destroy ing 
over 17 lakh houses, affecting a population 
30 million, killing over l,4(X) pertora and 
washing away crops valued at Rs680crore.** 
Similar destructitm has become an armual 
phenomenon, though on a varying scale, and 
it takes a severe drought like the one 
experienced in 1992 to keep the state flood 
free. It is after such floods thte the utility 
of the embaidciitents as a device to control 
floods is questioned by the people. 

Illusion or Flood CorrntoL 

With the frequent breaches in the 
embankments one does not require any model 
tests to verify the performance of these 
structures. The whole of the water resources 
department is inducted into the repair of the 
einbankments before md during the rainy 
season and yet the miseries continue, and 
are reported to be on the rise. Protection of 
the embankments is now syiumymous 
with the protection from floods for which 
crores of rupees are spent every year without 
much of succeu. Now the situation is that, 
“...A limit of Rs 24 crore has been set for 
the flood protection sector during 1985-86. 
Of this only Rs 4.83 crore have been kept 
for the construction of embankment of the 
present plan and balance of Rs l9.17crore 
are marked for ami-erosion works, bank 
protection, town and villageprotection works 
and strengthening and raising of the 
embankments”." This implies that only 20 
per cent of the funds available for flood 
protection were used on the new works and 
the rest on the repairs and maintenanoe of 
the old embankments. Since 1988, when the 
embankment length in the state was 3,454 
kms, almost all the money allocated for the 
flood control is being sptM on the repair of 
theembankmenttasonly II kmlen^hai 
been added to tiiis figure that too in the shape 
of retired lines. 
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After the piesMit mMttry took over the 
admiBiitnoioii of the stale h) 1990, aini^or 
shift was observed in its flood policy. The 
minister of wtter resoofces of the state has 
been publicly decrying emb an kment s and 
attributing much oftrouble on theflood from 
to the enibanking of the north Bihar rivers. 
He also tried to plug the holes in his 
administrmion through which lot of money 
used to leak and was bold enough to assert 
that no endnnkment would be allowed to 
breach in the state and should that happen, 
he would resign his post. And in the month 
of August 1991, western embatikmein of the 
Kosi, the maintenance of which is done by 
the Bihar ertgineers, got eroded near Bhnxiah 
in Nepal. The legitlatures, including his own 
party men, took up the issue in the Vidhan 
Sabtui and asked the minister to resign which 
he promptly did. It is altogether a differem 
matter that the esignation was never 
accepted. A new trend started then to put the 
blame for the breaches on to the “anti-aocial 
elenrents” and the denial of breaches having 
ever taken place. Till then it was customary 
to blame the rats and foxes, who dig holes 
through the body of the embankments, for 
the breaches. The six breaches that took 
place. In August/September 1993, in the 
Bagmati embankments and the Sohrai breach, 
near Jhanjharpur. on the Kamala 
embankmenu are the examples. At Soharai 
the breach victims had to prove that Ihe 
breach had actually taken place in order to 
get somedolefromthe government. In I99S. 
theembaakmenisontheGandak.theKaiiuda. 
and the Adhawara got smashed at many 
places together with the bursting of the 
Chandan dam in the Banka district. This 
district is not on the flood map of the state. 
During 1990-96, a sum of about Rs 191 
crotes has been spent on flood control, 
excluding the establishment cost and looking 
imo the breach records of the embankments 
in this period, this money is grossly 
insufTicient even for the repain. 

The minister of water resources, 
govemmem of Bihar, stales in his public 
meetings and through the media that his 
government did not participate in 
constructing of the embankments ^ong the 
riven as it was aware of its disastrous 
consequences." Interestingly, the annual 
reports of the water resources department in 
Bihar, 1991 onwards, give an entirely 
different version of the approach to tackle 
the floods. It says, ’'...Ten embanking 
schemes are still under construction. The 
total proposed length is 872.74 kms and the 
area to benefit is 6.36,S60 hectares. Only 
356.69 km length has been constructed so 
far which provides partial protection to 
3,18,1 lOhectaresofla^.ltiagntingdifficuk 
tocompletethese schemes becauseof paucity 
of ftinds'’.'"The same information isrepealed 
in successive annual reports. 

It becomes difficult to choose as to which 
information is correct, the one which the 


miniamr warns the peofde to believe or the 
one which his department wants the people 
to know. The het, probably, is that it suiu 
the present government to blame the 
deterioreftng flood situation in the state on 
to the embankmenu as most of these were 
consttucted when a different political party 
ruled the state and through that a message 
is conveyed that the present regime is not 
responsible for what is happening at the 
momem. At the same time it it ready to 
commit thesamemittakesorthe'sins’ which 
the erulier govemmenu had done to control 
the floods and failed, should the funds permit. 
This is safer because by the time the results 
of present day Umpering with the riven will 
manifest themselves, the whole team of 
politiciaiu, engineers and the contracton 
would fade into oblivion arxl it would be 
someone else to explain what had happened. 

From EMBANKMeirrs to High 
Dasu in Nefal 

Officially, the government visualises the 
construction of large duns on the rivers in 
Nepal as Ihe possible solution to contain 
floods in the north Bihar plains. One 
occasionally hears about the proposed 
Barahkshetra dam on the Kosi, Ihe Nunihv 
dam on the Bagmati and the Chisapani dam 
on the Kamala. There are many other 
proposed sites on the Gandak, the Ghaghra, 
and the Mahananda. 

Looking purely from the public point of 
view the frdlowing points mt often raised: 

(a) Over SO years have passed since the 
Barahkshetra dam was first proposed 
following the rqection of the post-wu 
embanking scheme of the Kosi (1945) 
and when the embanking of the river 
was finally okayed in 1953, it was told 
that thefink solution to theflood problem 
of north Bihar lay in this dam. Does it 
take SO years to negotiate an agreement 
with Nepal over this dam? This is 
impoitam in the background of warnings 
given by Kanwar Sain, in 1974. that the 
time had come to do something seriously 
about this dam and the feasibility report 
prepared as far back as 1980. And what 
is Ihe guarantee that when the proposed 
dams in Nepal, which are primarily meant 
for power production, will not be able 
to control the floods, it will not be said 
then that these dams were not meant for 
flood control just as it is said now that 
the embankmenu were only a stop-gap 
arrangement to contain floods. 

(b) Whether a disaster managemem plan 
will also be prepwed and made public 
in case of thm proposed dams as the 
sioragecapacityoftheBaiuliksheiradam 
is such that it will store water equivaleni 
to about 30 ems thick sheet of water 
spread over whole of north Bihar? Has 
the issue of vulnerability of the dam 
against Ihe seismic eruptions, as raised 
by Anugrah Narain Singh, been sorted 


out once for ever? 

(c) What are the measures to be taken for 
the strategic defence of these dams? 

(d) Whether a public debate will be initiated 
before the construction of such a dun 
to that the benefits are not Mown out 
of proportion just as it happened in case 
of the Gandak and the Kosi Project? 

(e) In the light of the people’s resistance to 
the Arun-lII project, under construction 
on one of the tributaries of the Kosi in 
Nepal, and the subsequent stoppage of 
funds by the World Bank, whether it is 
advisable to pin too much hope on such 
projects?" In ourown country the Sardar 
Sarovar project, the Subamrekha project, 
and the Tehri Dam project are 
languishing for a long time because of 
people's resistance and subsequent 
suspension of foreign funding. The Kod- 
Karo project remains a non-starter. 

(f) Wiihsomanyhydro-electricandtbennal 
power projects likely to come up in 
Bihar after the declaration of the new 
economic and industrial policy, the 
pressure on power demand will reduce 
in Bihar and elsewhere in the country. 
This is likely to be a deterrent in taking 
up the construction of dams in Nepal. 

(g) 'nieKosiprojectandtheGandakproject 
that started in I9S5 and 1964 
respectively, are not yet completed 
according to Ihe inittal plans. If that is 
the rate at which projects are completed 
one wonders how many decades will 
lapse before these darns become 
effective. 

(h) The proposed Pancheshwar dam on the 
Mahakaii is estimated to cost around 
Rs 20,U(X} crore. There is a^iarently a 
proposal for 16 such dams along the 
Bihar frontiers in Nepal. How are we 
going to arrange for Ihe finances and 
tackle the cost escalatkm which has been 
at least lOtimesonalmostailtheongoing 
schemes in Bihar? How and wherefrom 
we are going to repay the loans thus 
incurred? 

These apprehensions and many other 
related issues are not withotn faunttation as 
we glance through the perfonnance of some 
of the major irrigation and flood control 
schemes in north Bihar in the following 
paragraphs.” 

Hopes belied - the Kosi project: The Kosi 
project was to irrigate 7.12 lakh hectara 
(revised) of land, as per 1953 scheme, and 
this target was slashml down to 3.74 lakh 
hectares in 1975 following the recom- 
mendmions of the R N Mandal connnitlee 
report which found the imgaiion target 
impractical. Maximum that this canal 
irrigated was 2.13 lakh hectares in 1983-84. 
On the flood control front, the 1953 scheme 
hadastaied objective of protecting 2. 14lakk 
hectares of land. Some 1.10 lakh hectant 
of land trapped between the two 
embankmenu was permanently expUKd to 
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floods and to add insult to injury another 
1.82 lakh hectares of land got subsetpiently 
waterlogged. Thus, in order to protect 2.14 
lakh hectares, a total of 1.10 + 1.82 ^ 2.92 
lakh hectares of land was ex posed to flooding 
and waterlogging. The money spent on the 
project at the close of the first phaK, in 1985, 
was Rs 180 crore as against Rs 37.31 crore 
of the original estimate in 1953. The second 
phase of the Kosi project is estimated to cost 
Rs 123.83 crore and around Rs 52 crore are 
already spent till March 1995 on it. The 
darkest part of this project is the trapping 
of about 8 lakh people, scattered over 338 
villages within the two embankments of the 
Kosi in the Supaul, Saharsa, Madhubani and 
Darbhanga districts. The.sc embankment 
victimsnumbered 1.92 lakhs when the project 
was started and were promised land tor land, 
house for house, and job for a family member 
in the Kosi project, etc. and now live in 
unbelievable conditions, mostly, within the 
embankments. Their plight is worth dealing 
separately. 

Waterlogging overtakes irrigation figures - 
the Gandak project: Similariy, the Gandak 
project at the close of the first phase in 1985, 
had drained Rs 366 crore as against the 
original estimate of Rs 40.43 crore (1957) 
and its second phase is estimated to cost 
Rs 445.23 crore of which around Rs 62 
crore have already been spent till 1995. This 
project was expected to irrigate 11.53 lakh 
hectares of land and irrigated only 3.22 .ind 
3.42 lakh hectares in i 993-94 and 1994-95 
respectively. According to an incomplete 
estimate! 1989), an areaof 5.62 lakh hectares 
in the kharif season and 1.86 lakh hectares 
in the rabi season, totrdiing to a 7.48 lakh 
hectares of cropland remains waterlogged in 
the Gandak command. No authentic 
information is available about the people 
who are trapped within the Gandak 
embankments, stretching from Valmikinagar 
in West Giamparan to Hajipur in Vaishaii 
on the eastern side and Go|^ganj to Sonpur 
on the west. 

Twenty-first century scheme - the western 
Kosi canal project: The foundation stone of 
this project was laid by Lai Bahadur Shastri. 
then prime minister of India, in 1965 and 
subsecpiently by many others. A project with 
an initial estimate of just Rs 13.49 crore 
(1962) has eaten up Rs 227.12 crore up to 
March 1995 and there are no signs of its 
completion within sight. The canal irrigated 
15,471 hectares of land in the 1994-95 season 
against the slashed down target of 1.90 lakh 
hectares. This canal runs from east to west 
through the Madhubani district and the land 
slopes are from north to south in the said 
area and the canal behaves like an earthen 
dam which creates severe waterlocking 
problem on the north of it and with frequent 
breaches in the cmtal, the area south of it 
suffers. It drowns more area than it irrigates 
when water is rdeased through its tail end 
during the rabi season. This canal is still 
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under construction and there is hudiy any 
possibility of its completion within this 
century. 

Shadowofemergency-tkeBagmatiprojeel: 
The lower reach of the Bagmati was 
embanked in 1956-57 during the embank¬ 
ment boom following the start of the 
construction of the Kosi embankments 
without much of planning and design. A 
multiputpose scheme was prepared later for 
this river basin in 1%5 at an estimated cost 
of Rs 8.95 crore (Rs 3.17 crore on flood 
control and Rs 5.78 crore fur irrigation). 
Subsequent revisions of the estimate pushed 
the cost to Rs 185.69 crore in 1981. The 
upper reaches of the Bagmati were embanked 
duri ng the emergency when the people could 
not voice their dissent. A sum of Rs 14.98 
crore was spent on this project on flood 
control till 199<r-95, the efficiency of which 
can be gauged from the fact that when the 
embankments breached at six places in 1993, 
the embankment victims did not allow the 
government to plug the breach which remain 
open till date. On the irrigation front, this 
project has spent Rs 33.85 crore up to March 
I9W without irrigating a single field. 
Unprotected areas better off - the Kantala 
irrigation and flood protection scheme: The 
first phase of this project was estimated to 
cost Rs 4 crore and the construction started 
in 1964 which was also the year of the 
beginning of the breaches in the embankment. 
In the 1987 floods the Kamalaembankments 
breached at 22 places which added to the 
miseries of the people. These embankments 
are being furiher extended currently from 
Daijia to Phuhia. In the recent past the l^mala 
embankments had breached at three places 
in 1993 and at 9 places in 1995. Over the 
years, people are reported to be deliberately 
cu tti ng the embankments to drain the outside 
stagnating water into the nver. 

The combined effect of the western Kosi 
embankment, the Kamala embankment and 
the Bagmati embankment has been that it 
caused a very severe drainage congestion in 
the blocks of Mahishi in Saharsa district; 
Ghanshyampur, Kusheshwar Asthan, Biraul 
and Haya Ghat in Darbhanga district; and 
Singhia of the Samastipur district. An area 
of over 90,000 hectares is now permanently 
under water in these blocks. The government 
of Bihar declared the Kusheshwar Asthan 
block a bird sanctuary in 1995. The plight 
ofthepeopicof these blocksisacasein itself. 
Fair weather friend - the Mahananda flood 
protection scheme: This project was taken 
up in 1970 at an estimato) cost of Rs 5.3 
crore to afford flood protection to the blocks 
of Katihar, Amdabad and Manihari in the 
Katihar district from the vagaries of th* 
Mahananda. The scheme was completed 
virtually in 1980 and six times between 15 
yesnof I980to 1994 the flood affected area 
in the Mahananda basin was more than what 
it used to be duri ng the pre-embanking years. 
During the sanw period, in eight years, the 


Hood afftetad crap area waamom thMi that 
before the acheoia was taken up; Onring the 
floods of 1987, despite the embankmenls. 
some 1.66 lakh houses were destroyed in 
Katihar because of floods.** 

The other schemes of the Burhi Gandak 
and the Adhwata are also not in any good 
shape either. All these projects are. in fact, 
a case, in themseives and volumes can be 
written about their performances and thdr 
impact on the lives of the rural poor. 

Conclusion 

These are someoftheexamptesofirrigation 
and flood control schemes in north Bihar. 
Given the background, it is not difficult to 
gauge the fate of the dams in Nepal, the 
boiefits likely to be accrued from them and 
the possible costs together with its escalation. 
The Barahkshetra dam is estimated to cost 
Rs 4,054 crore in 1980 and its present cost 
must be around Rs 20,000 crore and if we 
assume ten time cscajation in the prices, by 
the time the construction is completed, the 
CO.SI will rise to the tuneofRs 2,00,000crore 
which compares favourably with the total 
external debt of the country in 1993. The 
question that is rightly asked is, whether the 
country will own th^ dams or the dams 
would own the country. 

Until the construction of th^ dams is 
completed, the flood control and irrigation 
in the Bihar plains will .suffer as the politicians 
and the engineers will always point their 
fingers towards the gigantic projects that 
they have taken, up for flood control, irri¬ 
gation, power prc^uciion and betteimcni 
and upli ft of the masses. On the same pretext, 
the rehabilitation fllesofthose trapped within 
the embankments will be closed for all time-s 
to come. The people will continue to wait 
endlessly in the hope to get a reprieve from 
the flood situation. 

Rashiriya Barb Ayog (1980) had made 
207 recommendations to cover various 
aspects of the floods to be implemented by 
the state and central governments. Only 25 
of these recommendations were accepted by 
the government and how many of them were 
implemented is a matter of research. A 
committee was appointed, following the 1987 
floods, under the chairmanship of Naresh 
Chandra with R Rangachari as vice-chairman 
and G R Keskar as its secretary to inquire 
into the flood problems of eastern India. This 
report is gathering dust somewhere in the 
central water commission. Ok does not 
know when some concrete action will be 
taken to mitigate the sufferings of the peo¬ 
ple. Till such time the embankments will 
continue to breach, land will continue to get 
waterlogged arxl sand cast, people will 
continue to migrate in search of employment 
to Pupjab, Haryana, Delhi, Gujarat and 
Maharashtra etc. the rats and foxes will be 
making way for the anti-social elements in 
gettihg the blame of the breaches in the 
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ibatikinenu, aut^rances will cofttinue to 
showered on those trapped between the 
ibankments, money lenders will continue 
thrive in their business, Kalazar deaths 
II continue to occupy headlines, carpel 
lusiry of UP will continue to exploit the 
hari children, the water resources 
lartmeni of Bihar will continue to be in 
ich with the central government which, 
turn, will continue to be in touch with 
pal; the Burahksheira, Nunthar and the 
isapani dams will continue to make news, 
uranccs will keep coming from the 
teemed authorities that the Hoods will 
M be managed and nol controlled, and the 
od will continue to make its presence I'clt 
ir after year. 

\ public debate is. in fact, the need of 
hour as far as Hoods are concerned in 
lar. Such debate is needed also about the 
po.sed dams in Nepal. There arc serious 
jbis about ihc cost cftectiveness and 
jctural and strategic safety of these 
ns which are propo.sed in ahighly seisinii. 
le. Disaster management plan, in ca.se ul 
ure of these dams, also needs .scrutiny. 
* public would iil.so like to be assured that 
.'ill have a say in the formulation of the 
jeet. Ii should also be ensured that the 
lelits au’noi blown out of proportion and 
COM shrunk to make the project liKik 
morous. lest these dams siifi'er the same 
‘ as that ut the Kost and the Ciandak 
jeet. 
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Differential Distribution of Social Cost 

An Electricity Generation Plant in Iblengana 

N Purendra Prasad 
S Parasumman 

Forced relocation results in profound social, economic and cultural disruption in the lives of the affected people. 
Not onl\ docs it deprive them of their means of livelihood hut uproots them from shared communal space. Women, 
.lervice ca.stcs, scheduled castes and tribes find their skills redundant in new environs, and bereft of institutional 
supports, become all the more vulnerable. 


I 

IN Inilia, Jiirinj! ihc posi-inJcpcndcncc 
pi’tioil, a viirioty ''f dcvclopmenl projects 
were initiate Junder the new phaseot planned 
etonomic dcvclopinenl. L.ind was .lequired 
tuionstnict roads and railway lines, to erc.ite 
and deselop townships and cities, for 
imytatinn and power projects, industrie.s. 
parks, and .1 vanetyol otherpiirposes ISharma 
IdKK). These projects completely redcllned 
the pattern ol land vise on the assumption 
that the new forms of development and 
benefits achieved through transformation of 
land use, were superior to those which existed 
earlier|Fanandes I994J. Most of the projects 
invtilved important and permanent changes 
in the use ut land, water and other natural 
re.sourees jParasurainan 1995). These 
projects, besides causing displacement, 
induced serious and ollen irreversible 
changes m the lives of millions ol people 
who were dependent on the land and natural 
resouucs for their survival (Cornea 1995; 
Hemandes and Raj 1992; Sharma 1988, 
.Sciidder I‘f9l|. In India, the total number 
of (K’oplc displaccil by irrigation and power 
projects, mines, industries and other projects 
may range tnim 18.5 to 20million [Fernandes 
19941. 

Purpose of the .study. In this paper, how 
an electricity generalionplanl setupin south 
India aftecied the sixrio-economic lives ot 
people isdisciisscd. The purposeot the paper 
IS to bring out the displacement clfccts on 
insiilutiuiul mechanisms and consequent 
responses that have taken place over 15 
years. When wc say Tn.siituiion’. we arc 
referring to mental constructions ot human 
beings in their interactions. As instiimions 
are neitlicr objccii ve m ir physical phem imcna, 
they cannot be observed as wholes What 
can be obscirved are human activities in 
various situations. Meyer ct al suggests, 
in.stilulions could be looked upon as a kind 
of 'cultural accounts", accumulating ideals 
and norms us well as capital in a siK’iety 
(cited in Sjostrand 199.^). The data wc use 
arc from a larger study dealing with 
displaccrncni and land acquisition caused by 


an electricity generation plant. 

Theoretical framework: The changes in 
the institutional mechanism has been 
analysed, through the logic of the “cores" 
and “the fluid zones” of cultural forms and 
their structural intcrimkages, taking the cue 
fiom l.intont 19.56:282). It is the core which 
gives a culture its form and basic patterns 
at each point in IIS history, while the presence 
of the lluid zone gives its capacity for 
growth and adaptation. In the prc.scnt study, 
Ihc core eon.siiiulcs socio-eullural structures 
(customary rights and resources, social 
support systems - km network, community 
cohesion, etc), ecological structures 
(indigenous knowledge sy,stems, free access 
locnmmon lands, private property resources, 
etc), while Ihc fluid /one cun.stilulcs the 
economic structures (agricultural land, 
resource base, legal rights lu property, etc), 
and political slructurcsdcadcrship.aulhuniy 
relations, etc. The findings of the study 
have been examined in ihis theoretical 
trumework. 

Methodolotty: The study was conducted 
during August 1994 to April 1995 for 
N'alional Thermal Power Corporation 
(NTPC). The study covered 1.830 project 
affected families by adopting three 
methodological steps; Tracer method; 
household interviews and focus group 
discussion method. 

Tracer method. As ail the affected 
households were not provided housing hy 
the industry, the affected people were 
scattercdinthcdistrict. Hence, the first task, 
before conducting the survey, was to identify 
where Ihc project affected families (PAFs) 
were residing. Once the PAFs in the land 
acquisition list were confirmed, others not 
residing in the relocation colonies were listed 
for vcnfieatiun. Accordingly, all areas where 
people have settled were mapped and then 
the Strategics for concerning these PAFs in 
each village was finalised. * 

Household interview: A detailed household 
schedule was canvassed regarding 
dcmogiaphic data - age. sex, size of family, 
etc; socio-economic variables - land, cattle, 
income, wage labour, caste groups, etc: 


relocation and compensation issues and 
effons of government. 

Focus group discussion (FGD): FGDs 
were conducted after the completion of 
analysis of official records, household 
schedules. The FGD was conducted with 
several homogeneous groups consisting of 
8-10 persons, based on caste or sex and 
economic strata. FGD gave a deep insights 
into the specific issues of rehabilitation and 
individual ca.scs apart from revealing the 
psychological trauma, .social humiliation, 
status inconsi.sicncy and economic 
deprivation [for further details sec 
Parasuraman ct al 1995) 

Study area: Theclalricity generation plant 
with acapacity ot 2, lOUMW was established 
m the year 1978 at Ramagundum inTcIcngana 
region of south India. Teicngana region is 
one ot the most backward regions of Andhra 
Pradesh in south India. Majority of the tribal 
population inhabits Teicngana region. This 
region IS rich in forest and mineral wealth. 
Most of the iron ore and coal mines arc 
located in this area. Ramagundam located 
in Kanmnagar dislnct is m close proximity 
with largely tribal districts ol Adilabad in 
Andhra Pradesh, Chandrapurand Gadchiroli 
in Maharashtra and Rasiar in Madhya 
Pradesh. The project area in KarimnagSr has 
got all the resources required for electricity 
generation plant: abundant water from 
Godavari river, large reserves of coal and 
abundant labourers. Hence, significant 
proportion ot the land was acquired from the 
lower caste groups like scheduled castes, 
scheduled tnbes and other backward caste 
groups in the project area. The proponion 
of Ihc affected families according to caste 
composition are shown in the Table. 


Table : Ca.sie Dbtiubutkin im-' ArtECTEU Plairu 


Caste 

Percentage 

Upper castes 

186 

.Scheduled castes 

21.4 

Scheduled tnbes 

3.1 

Muslims 

4.3 

Other backward castes 

50.6 

Total 

100.0 
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Thu(, the uMe reveal* ihM 81.4 per cent 
of Die aflecied families belong to the lower 
socio-economic strata. 

II 

The land for the industry was acquirted 
by the state government through the Land 
Acquisition Act, 1894 and its subsequent 
amendments. A total of S,292 acres of pri vale 
land and 4,%9 acres of government land was 
acquired for the industry. In all. 17 villages 
were affected due to land acquisition. The 
acquisition of land/houses for the 
establishment of power plant displaced .^,761 
families. Thishas result^ in lossot livelihood 
among the landed and landless families. The 
compensation, like in any other development 
project, was given only for tangible assets. 
Hven these compensation benefits offered 
by the industry were not on par with market 
value. Moreover, almost all the project 
nffccietl households were encouraged by the 
lawyers to file public litigation cases lor 
higher compensation and hence were paid 
in several instalments through court 
judgments. Thus, the affected people could 
not use the cash provided by the indiisiry 
prixlucli vely as they received it in instalments 
apart from coping with the cheating by the 
lawyers. Similarly, other rehuhiliiation 
measures - in terms of providing skilled and 
unskilled jobs both permanent as well as 
daily wages, relocation, amenities like 
community halls, .schools, roads, drainages 
were taken up by the industry only lor the 
porticularcalcgones who lost tangible assets. 

I lowc ver. even those bencliciarics who were 
provided rehabilitation measures were 
dissiilisfied with the sources of livelihood 
available to them. Hor instance, agnciilluro 
which was the main source ol livcIihiHKl 
CHirlicr in ,ill the pmieci alfeclcd villages, 
ceased to be a amjor source of livelih«x>d 
after land acquisition. The study revealed 
that nearly 82 per cent of the PAFs did not 
Jenvc income Irom agricultural activities in 
he post-displacement period. 

Apart Irom the usual compcn.sation and 
rehabilitation issues that were echoed in 
.iihcr studies, a few spccilic i.ssues that are 
unique in this project arc discussed below, 
il) Land irnuncY. Before and alter 
independence when Andhra Pradesh was 
jndcr the control of Ni/am government, the 
.iwncrship rights ol lands were given to 
'jagirs'.' In the later years, these jagirs 
ippoinicd tenants andal.so sold lands without 
.'oniemng legal rights, and hcnccihclcnams 
who owned land lor many years got Into 
sroMems with the land acquisition. They 
lave been cultivating the lands lor over 20 
. ears and paid taxes to the village ‘pat wan'. - 
n three such villlagcs, 575 households were 
Jisploced, hut compensation was not paid 
or the land, as they did not have legal 


documents regarding ownershipfigiils. Most 
of the land acquired in these villages was 
used by the industry fur ash pond. Despite 
ill effects of ash pond, people continued to 
stay in these villages. The affected people 
arc resisiingall attempts loshiftlothe official 
resettlement colony' since shifting would 
force the relocalees to forgo their land 
entitlements while the issue of compensation 
is pending in legal courts. Further, outsiders 
manipulated the loopholes in the system and 
got lands registered on theirnames by bribing 
the revenue officials. Thus, a large number 
ol outsiders became owners of land, while 
the original tenants remained mute to the 
situation. 

(2j Paramboku lands: In rural Andhra 
Pradesh, poor people particularl y t he landless 
cultivate the ^ramhoku* lands and make j 
livelihood. After a few years, govemmeni 
on itsdiscrction might provide ‘patia’'toihe 
cultivator based on the reports of the revenue 
uuthoniies. In seven villages there were 13S 
households who made their livelihood on 
such paramboku lands. However, with the 
land acquisition, thc.se households were 
neither given compensation nor given any 
alicmalive livelihood as they did noi possess 
paiia lor ihcir lands. 

(.it Villageiwrnjy. In a lew villages, village 
'chcruvulu' (pondsj wca* acquired hy the 
I'idustry fur which no compensation was 
paid. For instance, in one village 
Kundunpally, 4()-acre tank which was a 
common property ol the village was acquired 
by ihcclecincal generation industry without 
paying any compensation. The logic of the 
industry seems to he that as it is rxi man’s 
island, why compensation should be paid? 
However, people argue that since they havj 
|v,;cn cultivating their lands with the help ol 
ihc pond through storage nl ram water lor 
one crop, they arc depnved ot suh.slaniial 
income. On the other hand, 120 acres of land 
irrigated with this pond was acquired but 
landowners were paid half the actual pnc'c 
(on market terms) per acre. Loss of tank 
meant loss of permanent water source as well 
as groundwater tabic. Village tanks arc one 
nt the best conservation techniques used to 
stoic water. There is no accountability for 
the damage to the liKal ccohigical system 
that was designed with the indigenous 
knowledge for generations. 

(4) Teinplelandsfinamihhttfmulul: Inmost 
ot Ihc villages in Andhra Pradesh, temple 
lands which arc common property resources, 
arc under Ihc control of pnests of Ihc village 
and arc leased lo .several poor families for 
a relatively less price As a norm single 
family would not be given more than two 
acres of land for lease The underlying reason 
fur giving it on these terms seems to be that 
the returns shmild not be calculated with 
profit motive as the land is suppo.scd to be 


sacred property. Thus, these temple lands 
were a sourceuf income for few poor families 
in each village who were depnved from land 
acquisition. As there are noowncrshipnghls 
to any person, the temple lands belonging 
to five villages'' were acquired and no 
compensation was paid. 

In the context ol relocation, it is essential 
to consider the nature ul loss suffered due 
In loss of community resources apart from 
joint household properly, in the Iradiliunai 
socio-economic organisation of the village 
the descendants ot the original settlers have 
a right to house site and collection of a 
variety of goods irom common property 
resources (CPRs) and private property 
resources (PPKs). CPRs are an important 
source of livelihood lor the poor people of 
the affected villages. In village India, the 
rural pour had access lo, and derived .some 
form ol income support from a wide range 
ol resources in addition to those that they 
themselves owned. 

Large amount of common lands have come 
under private ownership mostly because of 
land acquisition. In the prc-displaccfncnl 
siiualion, there was no shortage of fodder, 
fuel wood and grazing pastures. Even when 
monsoon tailed, a iairiy adequate fodder 
and luclwtvxl was available in the region, 
and in b:id condilinns, villagers had lo go 
only Ji lev kilometres away from their 
villageloeoltciileel .md Unhler Inthcpost- 
di.splacemunl -len.irio. all ih'' .•'MZing lands 
have been occupied by imlusiri.''.. le.sfling 
to scarcity ul (odder and lucluood. 
Consequently, cuttle pi'pulution li.is 
drastically reduced Less than (mir per 
of the households derived income Irom 
livestock. Displai'cmcni has deprived 
niJioriiy of ihc people ol iheir potential 
siKirce ol tneome 

Therc is degradation of CPRs due l.t 
overcrowding on available eomiiKin lands. 
The lands that had open access are rardy 
allowed to be used hy the villagers in the 
posi-displacemeni situation. The poor arc 
the first to suffer An example of this is the 
c hange in rights with regard to grazing lands. 
Prcvicnjsly. once the crop was harvested, 
anyone was allowed to graze their livestock, 
but. now ihcte arc fcstnciions. and prior 
permission I rom the landowners is necessary 
even for the close kin members. 

A11 these spcci fic i ssues do not come urtder 
the official relocation policy in India and 
hence all these depnved people arc rarely 
considered bcncficianes in the deseiopmem 
projects. Similarly, several service ca.sie 
cxxupaiions and social reciprocal roles that 
assume lot of significance m Ihc social 
organisation ot the PAFs. do not receive 
attention during and alter rdocatkiR. An 
attempt ts made helow to focus on 
issues 
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Service castes: In the affected villages, the 
role of service castes in the traditional social 
system was significant in terms of reciprocal 
relations. The displacement has not taken 
into account these dependent categories. 
Firstly, the families that depended on the 
cultivators were not compensated. People 
from service castes were deprived of their 
traditional services. Each of the categories 
- washermen, barber, carpenter, and the 
landless agricultural labourers were pushed 
out of traditional source of livelihood. 
Secondly, the kind of employment that was 
available in post-displacement period had 
nothing to do with the traditional skills they 
possessed. That IS , the whole process in vol ves 
relearning of new skills. Thirdly, the cultural 
environment is entirely different in the 
workplace, residence and community that 
did not have anything common with their 
prior life experiences. A ca.se has been 
presented here toexplain the attitudetowards 
life of resettled washermen families. 

In the original village, all ‘chakalis’ 
(washermen), on an average pos.scssed two 
acres of unirrigated land. Forthem, washing 
ofclothes was the primary occupation. Often, 
the service castes leased out the lands they 
pos.scssed as they were engaged in washing 
activity. Each household used to take up 
washing activity for about 40 houses in the 
village. Washing was a collective activity 
that involved all members of the family. The 
remuneration tor the service depended on 
caste and economic status of the service 
receiving family. Mo.st of the households 
used to give a bag of paddy or jowar after 
the harvest. Chakalis felt that it was not 
exactly the amount of grain given, hut the 
patronage that assumed importance. Along 
with seasonal remuneration, fond was 
provided more or less every day by the 
patron households. In addition, gifts were 
given during rituals, ceremonies and festivals 
held in the households ol patrons. This 
hereditary occupation was mutually 
bencflcial and a .stable relationship. 

In the indu.sirial environment, the patron- 
client relationship has changed drastically, 
.'or example, one of the Chakali head of the 
household (male) who got work as casual 
labourer in collieries earned Rs 30 per day 
but the family found it difficult to survive 
on the earnings. And also the family could 
not entertain their kin members who visit 
occasionally. Further, the family found it 
difficult to follow the obligation of feeding 
his community on the occasion of festivals 
and rituals. The explanation given by 
them was that displacement deprived 
enduring hereditary employment along 
with a provision to meet their social 
obligations, a niche that was specially 
carved out for them in the traditional social 
organisation. 


Though apparently, pitrcn-ciient relatioM 
seem to be based on economic transactions, 
there is a lot of underlying signifKance in 
the social bonds that have been continuing 
for generations. In the displacement ptoces.s 
all these relations get shattered. Land 
acquisition has facilitated disintegration of 
the support system that existed among the 
families and groups in all villages. People 
found it difficult to .satisfy mutual kin 
obligations. For instance, relations between 
agricultural and agricultural labour families 
in terms of mutual dependence and social 
security havcgraduallydisappearcd. Despite 
many disadvantages pointed nut by several 
studies [Epstein 1973.Torry 1991 [regarding 
‘jajmani'^ .system, it did provide some kind 
of security to client families for gnerations 
in the affected villages. Disruption of 
traditional caste uccupulions was another 
notable feature in the study. Sheep rearing 
was the traditional occupation and a prime 
.soureeof income forthe ‘gollas’ (shepherds). 
As there are no grazing grounds available, 
the sheep have been sold away thus depri ving 
them of a stable source of income. 
Consequently, they were reduced to either 
agncultural or casual labourers and had to 
relearn the skills. 

Vulnerahle groups: The study identified 
the following categories of people as 
vulnerable groups in the displacement 
process: women, service castes, scheduled 
castes and scheduled tribes. Must members 
of lhc.se groups do not own land or other 
as.setson ihcirnamcs. These groups were the 
worst affected in terms of losing their entire 
.sources of livelihood. Women belonging to 
all categories, irrespective of caste and 
class, were rendered jobless or have 
marginal role in labour force after land 
acquisition. The other calcgones of vulner¬ 
able groups were pushed to bare minimum 
subsistence as they are not relocatees to get 
evi. .the partial benefits they arc entitled 
to. In the displacement context, the 
industries and the rudimentaiy agricultural 
activities would not absorbthe vulnerable 
groups leading to serious economic 
deprivation. 

In rural areas of Andhra Pradesh (inci uding 
the study urea) women and children bear the 
responsibility ot collecting fuel, fodder and 
water. In the post-displacement situation, 
families slaying in the official resettlement 
colonies have no choice but to pay for these 
requiremenis. Almost all the women aged 
15-59 years (as many as 98 per cent) from 
the displaced villages could not find^ 
employment in industry nr other activities 
after resettlement Women rarely articulated 
their felt needs and problems in these villages, 
on the other hand they were constantly pushed 
to adjust to the new social and economic 
environment. 


As mentioned earlier, nu(jority of the land 
oustees belong to back ward castes, scheduled 
castes and scheduled tribes. The inferior 
status attributed to families belonging to 
backward and other lower caste, combined 
with the low status ascribed to women at the 
household level contributed to enhanced 
deprivation among the women. Before land 
acquisition, almost all women were engaged 
in agricultural labourand other related works. 
The loss of agricultural land and emergence 
of industry rendered women unemployed. 
The industry and coal mines related jobs in 
the study area, as in most of the areas with 
industries and mines, invariably went to 
men. The project authorities and the people 
perceived men as providers of livelihood 
and hence permanent and contractual jobs 
were given to men. 

Women were never identified as a priority 
group for intervention measure in 
development projecs (Schenk - Sandberger 
1991 ]. Similarly project authorities failed to 
acknowledge women as a group that deserved 
specific attention in the resettlement and 
rehabilitation process. The Land Acquisition 
Act, 1894 and amendment in 1984 have the 
provision of compensation related to material 
assets owned/inhented usually by the male 
members in the patnarchal system. Hence, 
the process of displacement depnves the 
entitlements and privileges enjoyed by 
women at onginul place of residence. The 
consequences of not recognising the 'core' 
arcus has lead to individualisation and other 
problems that arc discussed below. 

Ill 

Individualisation.Thcrcwercexpcctalions 
that employed people would help their kin. 
But individualisation has iKcurred due to 
transition to industrial economy. Several 
respondents in the informal meetings 
disclosed their unhappiness with the 
individualistic outlook. Earlier agricultural 
lands and utilisation of CPRs served in 
delinmg the social relations among the 
households and among individuals within 
households. Landed, landless and service 
caste groups mutually depended on each 
other, and the institutional norms provided 
a framework for relationships and 
obligations. With the loss ol land and 
cessation ol agriculture as major source of 
household income and .sustenance, the 
economic and social link that bound the 
households across social groups vanished. 
Households as primary organising unit for 
production and consumption had clear 
division of social and economic rules for 
the members. Industrial employment came 
to individuals and removed those with such 
employment from theirfamilies and the social 
context. The individual with industry related 
permanent employment formed new alliance 
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■nd lived in new locatiom. The siblings of 
the worker and ocher members of the 
households had no way of sharing his/her 
resourees. Rearrangement of residential 
locations removed the beneficiary from the 
immediate family. 

Not all households got employment in 
industry. Among those households which 
received employment, only one male member 
was beneficiary. Other male members who 
had legal entitlement to the land that was 
acquired had no entitlement to the industrial 
employment received by a male member of 
the original household. Social disintegration 
occurred at the societal and individual 
household level. The social and economic 
distance among ethnic groups, and 
differences among households within ethnic 
groups, among members within joint families 
have widened. As Foster points out: 

Every technical and material change is 
followed by a corresponding change in the 
attitudes, thoughts, values, beliefs, and 
behaviour of the people. The non-malcrial 
changes are more subtle. Often they arc 
overlooked or their significance is 
underestimated [Foster I96S). 

DisintcKralion of social boundaries: 
Interesting observations could be made even 
in terms of marriage regulations, negotiation 
process and fulfilment of kin obligations in 
the study area. The disorganisation of social 
groups has placed an unprecedented stress 
on family system and on the rules and 
conventions of the traditional agrarian 
communities. In some villages, most of the 
land has been acquired by the industry and 
as already stated, legal cases are pending in 
courts because of inadequate compensation. 
The court settlements took place at irregular 
intervals and the 'anticipated compensation 
amount’ played a significant role in the 
marriage transactions and gift giving process 
in all the affected villages. In one case, the 
compensation has not been paid for the past 
eight years as the case is still pending in 
the courts. This, in effect, had a tremendous 
impact on the family. Two daughters have 
been sent back by their husbands as the 
promise of paying dowry has not been kept 
even after six to eight years. Both the 
daughters have been slaying in their father's 
home for almost two years at the time of the 
present study. As all the gold ornaments 
were given to the daughters during their 
marriages, the parents are left with no assets 
to sell and has resulted in social humiliation 
for the aged parents. This is not an isolated 
case and there are several families, who 
postponed the marriages due to economic 
compulsions. The age at marriage for boys 
and girls has gone up. The current age at 
marriage is 20 to 22 (16 to 18 earlier) for 
girls and 22 to 25 (18 to 20earlier) for boys. 
Even this age is extended in several families. 


The major reason is dowry, as the people 
in the affected villages were unable to 
meet the expenses of marriage. As Foster 
suggests, 

significant change in any social institution 
or phase of a culture cannot occur without 
accommodation in those institutions or 
phases that impinge upon it. and the degree 
of possible chuge is limited by the extent 
to which these accommodations occur. 
Conversely, any change in one institution 
produces secondary and tertiary changes in 
others, the nature and extent of which cannot 
always be foreseen [Foster l%S]. 

Institutional support: I^d ownership has 
been reduced substantially in all the affected 
villages. According to the pre.sent study, at 
least 70 percent of the families were rendered 
landless. Several medium farmers were 
reduced to small farmers or became landless. 
Similarly, small farmers were reduced to 
marginal land owners or landless labourers 
due to displacement. Thu.s, it resulted in 
status incon.sistency which had ecoiKrmic. 
social and psychological dimensions. In these 
circumstances people’s capacity to respond 
to crisis situation has reduced significantly. 
The kin groups are increasingly finding it 
difficult to cope with the critical needs of 
their relatives for the simple reason that 
there are hardly any assets left in their 
possession. Though there is little land left 
with the rclocatees. this land also cannot 
serve as an insurance because land has very 
less sale value in the affected villages. 
People do not own any stock of machines 
that can serve as source for securing credit 
Consequently, major options in tiding over 
the cnsis situations (like crop investment, 
ill-health, mamages, etc) remain sale of 
livestock, and mortgaging gold and other 
assets tif women. Considerable number of 
households (22 per cent) reported to have 
sold gold and other ornaments in crisis 
peri(xl>. These ornaments assume i mponance 
in the rural Indian context. Usually ornaments 
are given asagift during marriage transactions 
and have a lot of ritual significance. As 
Agarwal (1985) comments that these are the 
only assets possessed by women and loss of 
if means there is nothing to fall back on. 

Conchuion 

Major changes have taken place in the 
social and cultural life of people in tlicse 
affected villages. The change is seen in all 
aspects of life: weakening of bonds among 
the kin relations, and inter-caste relation; 
inability to fulfil obligations to relatives at 
times of marriages, feasts and gift-giving; 
erosion of community participation in 
religious aspects. The family structure has 
undergone modification, rcsultinginchanges 
in intra and inter-family interaction. The 
cohesion among the members who formed 


the original family prior to land acquisition 
has also been broken. Increasingly, marriages 
are deferred because of the family ‘ s inahi lity 
to pay dowry. 

When the individually owned resources 
became scarce, the pressure on common 
property resources available in the villages 
increased. Capacity of families to possets 
livestock has reduced. There were new rules 
that defined access to fuelwood and grazing 
lands in the post-land acquisition period. 
Most of the CPRs were occupied and the 
remaining common land became private 
property resources (PPRs). 

The expertise of cnmmuniiy living by 
sharingtheavailabic resources either directly 
or indirectly, designed in the traditional 
village set-up, gradually declined. Farmers’ 
knowledge about rainfall, soil and water as 
natural systems that helped in making their 
livcIihiMHl, has become irrelcvanl Thus, the 
traditional cco-tcchmcal and socio-cuKural 
skills related to management of natural 
resource sysutms have been lost in the process 
of rcseiilemcnt. 

In displacement always the fluid zones, 
and not the core zones are attempted to be 
rebuilt, and hence, the change is always to 
the disadvantage of the native people, as is 
evident from this study. The agncultural 
economy supported a form of societal 
arrangement. The industry-induced 
destruction of agncultural economy should 
have resulted in developmen’ of alternative 
economic and social support sy.stems. Though 
the economic structure of the society has 
been disturbed extensively, only a small 
proportion ol families were given access to 
industry-related employment while others 
were left to fend for themselves. This meam 
that joint family broke into nuclear families. 
The individual famdies were forced to 
relocate according to the availability of 
employment. In us fight to locate livelihood 
opportunity, families became individualis- 
lic and at the same time extremely vulner¬ 
able to further economic and social 
marginalisation. 

Certain groups like women, service castes, 
landless, scheduled castes and scheduled 
mbes are more vulnerable to economic aiul 
social marginalisation compared to otben. 
Secondly, development pvadigms presume 
that redefining land from primary to 
secondary or tertiary sector would help in 
enhancing the quality of life of majority of 
the people But the findings of tte study 
show that the impacts and costs are ramified, 
they flow across the social order like waves 
on water. As a result, the upper caste aad 
higher income groups with specialised ttaBs 
and political power benefited. ’nuMepeupte 
whose skills arc fully depetuiesi OM 
agricultural and animal husbrndaiy mlfci i t d 
drastically. Hence, this study Hte several 
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(Xhcrstudies (Fernandes l992;Thuktal 1992; 
Piirasuraman I99S) suggests that 
dL'vcIopiiK'nt docs not necessarily lead In 
bcitcrmcnt of the majority of the native 
populaiton. Thirdly, individualism was 
brnught into operation in social sphere 
wii liout creating appropriate support systems 
for the vulnerable and poor. Since Jobs 
pr.fvided were not shareable.other members 
of Inc hi'iisi'liold were left unemployed. 

A pertinent question is how do we assess 
ici.i<[i(ilo 5 icul change in such a case? The 
project related displacement should be 
minimised wherever possible. When 
displacemcni is unavoidable, the criteria 
should be to facilitate reestablishment of the 
atiecicd peopleasa community wlicrc people 
get anoppoituiiity to regain previous standard 
of living. The m.m. lequircmcnt to achieve 
this would he to reproduce the core. By this 
we mean that the community itself needs to 
be reproduced, not necessarily m an unchang- 
ing fashion, hut in a way that pre-serves 
its distinctive social life, somethingto which 
the puhcy-inakers must give a tliought. 

Notes 

1 'Jagirs' were appointed by Ni/ain govemmeni 
for eollecting ihe revenue from the people 
directly. 

2 A village ntticcr who is responsible for the 
government in terms of collecting taxes, 
reporting on land revenue and any other item 
that involves income lo the govemmeni 

.! Kelocalion in terms of houses are offered by 
Ihe industry in lieu of ihcir house acquisition 
and no other eumpchsalioii bcnefils were 
proviiled 

4 These are the waste l.inds covered with rock.s 
and hillixrk.s available in many of the villages 
and the ownership nghis of these lands arc 
with the govemmeni Poor people gradually 
clear the lands and Mart culitvaling for meagre 
income 

^ Patta IS a legal cniitlemeni issued by ihc 
government on ihc basis of land survey 
conducted by revenue department from tune 
to time 

6 The data regarding ihc exact number ol 
families who lived on temple lands in the 
affected villages is not available as this 
did not include the focus of the study. 
However, there was an indication from the 
study that there were at least 20 lo 2S such 
families in each village. 

7 Wiser wxs the first one to define Ihe concept 
and according in him ihc jajinuni .system 
IS. "Each serves the others Each in turn is 
his master Each in turn is his scrvunl" 

(193b.XMI1). 
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Future of State Electricity JBoards 
TVinnel Vision 


Madhav 

AKUN GHOSH (‘Break-lip and Pnvali- 
sadon of SEB in Andhra Pradesh: An 
Upcoming Scam' . EPW. July 19) has argued 
against the proposed rcsiruciunng of the 
APSEB on the ground (hat it will sharply 
raise the cost of power and it would he a 
major setback to the development of the 
state. He believes that it will al.so open up 
enormous opportunities for 'rent seeking’. 
Ghosh scents to be too preoccupied with and 
concerned about the World Bank's alleged 
influence in matters pertaining to the power 
sector. He gives an impression that there is 
no independent thinking in this .sector in this 
country. This leads him to allege that two 
membersofthe Hiten BhayaCommiitce"arc 
known to have been making good money 
as World Bank consultants for the power 
sector". The merits and demerits of the 
propo.sed restructuring of APSEB need to 
he examined by jettisoning this political 
baggage. 

Since Ghosh has referred to the Hiten 
Bhaya Committee report, it would be 
worthwhile lo note ihm it is basically a very 
sound document with many valuable insighu 
into Ihc working of ihe el^tricity boards in 
general and the APSEB in particular. The 
observations made by I he commitleeon many 
points in respect of APSEB hold equally true 


Godbok 

in rc.spcci nt several other well-managed 
SEBs in the country, such a.s those in 
Maharashtra, Gujarat. Madhya Pradesh and 
•so on. 

The government of Maharashtra had 
appointed an expert committee to study the 
working of the Mahara.shira Slate Electricity 
Board (MSEB) in the light ot the suspension 
of Ihc World Bank loan for the Chandrapur 
power project due lo non-compliance with 
a number of loan covenants. The committee 
comprised V G Rajadhyaksha as chaimtan 
and Pradeep Shah, M G Varadc and this 
wnter as members. It is interesting to note 
that the Rajadhyaksha Committee 
independently came lo more or less the same 
eonclusinns as the Bhaya Committee and 
recommended privatisation of distnbutioii 
and setting up of a tariff and regulator) 
commission. TTiis was in spite of the fact that 
Ihe performance of MSEB in generation and 
major transmission was found comtncttdabic 
by the committee. 

A number of points deserve lo be noted 
in this connection. The future of SEBs cannot 
be thought of ih a vacuum. The political 
ethos in which ite SEBs had to function all 
over the country in Ihe last SO years cannot 
be ignored. Il will be living in a fool’s 
paradise to imagine that the political 
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envitonmeni will chai^ ndiciily for the 
belter lo help the SEBt to turn the comer. 
In faa all recent indicaiions are lo the 
contrary. Otherwite, the state governments 
would not have continued their quest for soft 
options and evaded taking any decisions for 
the rehabilitation of the SEBs. Just lo name 
one single action which would have made 
a world of difference for the future is the 
proposal to establish an independent, quasi¬ 
judicial, statutory tariff ahd regulatory 
commission in each state. But the stales are 
adopting all ingenious methods to avoid 
taking such a decision which will take away 
the large political patronage and freedom of 
the slates. 

it is fashionable among leftists in this 
country to label all policy initiatives as 
those encouraged by the World Bank and 
the IMF. In fact, studies made in this 
country, including by eminent research 
institutions, have recommended the same 
set of measures as those suggested hy the 
multilateral institutions. Power is one ol 
the .sectors in which any change in policy 
for the better is always viewed with 
suspicion as having been initiated under 
the influence ol these institutions. In fact, 
the whole process of encouraging the 
private sector should have commenced 
with privatisation of distribution. Instead, 
private sector involvement began with the 
gcneraiion end with all consequential 
problems of creation ol escrow accounts, 
giving stale government guarantees and 
counter-guarantees by the centre, entering 
into '.security' agreements with power 
pnxluccrs and so on 

The sale of power lo the agriculture sector 
IS a subject which de.scrvcs careful aiicniion 
In most of the states, power supply to 
agriculture is unmetered and the csicni ol 
agricultural consumption is often a derived 
figure, based on highly questionable 
assumptions. More often, large thefts of 
power and T and D losses arc camouflaged 
as agricultural consumption. This certainly 
IS the case in respect of the M.SHB. One 
would be surprised if the figure of per 
cent agricultural consumption in Andhra 
Pradesh is not similarly inflated. This has 
large policy and other implications which 
should not be lost sight of. 

It will be wrong to proceed on the 
assumptions that any privatisation will 
necessarily involvecorruption. lead to scams 
and the pnvate sector will “make a killing 
by buying up all these assets (valued at cost, 
as and when the investments were made, 
without allowing for the steady inflation 
over the past two decadesV’.Thisappreciat ion 
arises from tkie' tendering and other non¬ 
transparent procedures followed in this 
country in the past. It also cannot be denied 
that the •oveniment and the public sector 


have been responsible for several scams 
in the past. It will be wrong to assume 
that the public sector is a paragon of 
virtue. To proceed on the basis that all 
suggestions for privatisation are due lo 
the influence of one lobby or the other 
is hardly rational. 

Ghosh makes anumber of highly debatable 
and questionable assumptions. Me argues 
that “the electricity industry is one where, 
for lechnical/iechnological reasons, the 
generation, transmission and disiribulioii 
should be owned by one authority" In a 
number of western countries, this is far from 
true. In fact, the whole philosttphy Is the 
opposite. Even in India, with the advent ut 
central public sector undertakings in power 
generation and major transmission it has 
been convincingly established that this is 
neither necessary nor inevitable. On the 
contrary, there is a great deal to be said tor 
entruslipg these lunctiuns to several 
independent entities. 

Further, the main question in this debate 
IS not just ol ownership hy private versus 
public sector It is also a que.stion ol 
independence of decision-making without 
considerations of vote-hank (lolilics The 
private sector, and particularly Inreign 
investment, is also expected to bring in new 
and advanced technology in this highly 
capital-intensive industry 

Ghosh takes umbrage at the fact that “the 
foreign investors brought in only a small 
amount uf capital, hy way ol equity, relying 
on the domestic financial institutions lor 
most of the funds required for their 
investments''. One could sympathise with 
(his argument il the SRBs were ahic. on their 
own financial strength, loaccess ihcdoinesiic 
Iinancial markets The incontrovcnihle lact 
IS Ihul. with Ihcirdirc financial silu.ilion. ihe 
SEBs arc unable to raise any resources in 
ihc market without government guarantee. 
There have also been ca.scs of SEBs defaulting 
in not only the repayment of loans but even 
the payment of interest. Some state 
governments have gone a step further and 
have refused to honour their own guarantees 
of thc.se loans. We are thus in an invidious 
position where Plan funding for Ihc power 
sector has come down steeply wiih each 
successive Plan and Ihe SEBs are unable 
to raise any extra-budgetary resources. 
Continuance of this position will be the 
dcathkncll of the development of this 
country. 

Ghosh is also excessively worried about 
“the scope lorcxleiisivcprivaieprofiit'ering" 
by opening Ihc power sector for private 
investment. The needs of (his capital hungry 
seaor cannot be met unless reasonable returns 
are permitted on ihctnvesimera in this sector. 
As is well known, transmission and 
distribution projects have received step¬ 


motherly treatment during the last live 
decades and the available investiMe rcscuri es 
have been laigcly pre-empted by powLT 
generation projcds. This, coupled with (he 
need lor rapid upgradation of technology, 
will require large investments in the coming 
years This task will be dillicult, if iKSt 
impossible, if investments in this sector aie 
lo be as uneconomic and unprofliable as in 
the past Furthci, since (xiwcr is a public 
ulilily, rcascHuble limilsnn profits can always 
he laid down And this is precisely whai the 
tariff coinmissioii is expected to do 

Some observations o( Ghosh arc far from 
factually cnrreci. Thus, he avers that "the 
APSEB has functioned extremely efficiently 
in the pasi. in fact, morr efftetetuh than thr 
entire extant private .sector in the eketru 1 /, 
i/tc/ui/rv''(cmphJsisadded;.Thisisprobably 
due 10 ihe fad (hat he has largely relied only 
on the Planning Commission document 
Annual Report on the Wotking of Sluu 
Eleclncil\ Boards and hleitruiis 
fJe/tarimenis (February W)l). He hiinscif 
admits that "unfurtunaicly. (he parameters 
given below are not available ciihcr for the 
central sector 01 for pnv.ilc iilililies: lOc 
Planning C'omniissioii dncumenl is 
concerned with SEBs and cleciricil) 
dcpannients <>( slates, and ilieiropcrations". 
It IS not, iheretore. clear on what basis he 
has made such a sweeping gencralisatiori 
His observation ih.it "lite IPPs Imdcpcndent 
power producers) are not inttt^''ed in Ibe 
disinhuiion Ol j-towei cj'ialst tv.'.siimlarly 
contested. 

Cihosh IS also worried ihal with 
privatisation, the cost ot powci will go up 
and I he consu mer w 1 11 ha V e to sul f cr. It need' 
lo be underlined that the average or pcKiieJ 
cost ot power w'lll go up. whether new power 
projects are pul up by IF' private or the 
public sector, Tticsc higher costs will have 
lobe passed on to the consumers, irre -pcdivc 
of whether (he distribution i f power is wiin 
the SEBs nr is privatised And the option 
of subsidising ihc larilf in any category of 
consumers will always be ojven to the stale 
government, even after privatisation, if the 
government shows willingness lo 
consciously accept the burden of such 
subsidy II IS pertinent to note that the 
Electricity Kcgulalory Commissions Bill 
introduced by the govcmmeni tn the I ok 
Sabha siipulaies a inimmum tanfl of .SO 
paise per unit lor Ihc taim sector, which is 
required lo be raiscni withir. ihrce years to 
-SO per cent of the aveiagr cost ol supplying 
clecincitv. Ideally, ii shivuld have been 
(he cu.st ol supplying eicctiiciiy at iIk* 
relevant voltage and not the avciage cost 
of suppiv. 

Working with pnvate sector is not as 
hazardous .is has been nude out by Ghosh. 
Many .staic.s such as Maharashtra, Gujarat 
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and West Bengal have peimitted private are looked at purely ideologically and with 
sectorinvestmentsforalongtime.Thepower preconceived notions. For, in that case, we 
sector is far too vital for the development will end up like seven blind men and the 
of the country. It will be most unfortunate elephant, with none able to see the whole 
if the complex issues confronting this sector picture. 

Small-Scale Industry: A Note 

S Naiuandan 

RAM K VEPA has ably analysed the help to become formal legal entities as co- 
recommendations oftheAbid Hussain Expert operatives or mutual aid groups. Such 
Committee on Small Enterprises, and changes cannot be brought about by central 
bemoaned the absence of mechanisms for fiats. The work and assistance has lo be at 

implementation (EPW, July 5). Although grass roots level: panchayat, town council, 

the committee took more than a year to municipality or corporation, not state or 
report, the government was anxious to central government. NABARD has schemes 

announce the administrative expansion of worked out. Who will implement them? 

the sector to include all entcrpri.scs with A comment on ‘clusters’. The Italian, 

invc.stment in machinery and equipment up Germanand/orotherEuropeandcvelopments 
to a value of Rs ^ crore. No further action arc a consequence of the change to flexible 
could be expected in the present turmoil of manufacturing technology engendered by 
non-goveniancc.Theparliamentary Standing the computer-telecom revolution and the 
Committee on industry is in favour of new mdustnal organisation necessitated by 
reservations of products for exclusive globalisation.Theclusterinthcwcstinvolvcs 

manufacture by SSI sector, and a Planning active co-operation not only of participating 
Commission working group on the Ninth enterprises but of others such as R and 0, 
Plan for the small sector has great hopes for technical and trade information, design, 
much greater exports from the sector. marketing, etc. The aim is to denve the 
While note is taken of the structural economies of collective agglomeration, 
consequences of globalisation and llherali- economies of scope making up for the 
sation. the approach in India since the 19.SUs economics of scale of mass production. In 
has been a statist, centralised, bureaucratic India clusters have come about due to 
one - a 'maai-haap' approach - strengthened 


locatioital factor! andsonwiiinet by accklent, 
and economies of agglomeration have been 
realised, Govemm^ has since the 1950s 
followed the induatriaf estate path with mixed 
results. Early efforts at (unctional and special- 
use esttues failed. To make the present clusters 
more effective and productive specinc 
problems in each case should be attended 
lo rather than having an omiubus approach. 
Intervention by government officials will 
lead to nurturing favourites, siphoning off 
profits to big business and detracting from 
the co-operative characteristics. Assistance 
should be from local levels: the risk of creat¬ 
ing an IAS bureaucracy in the centre dealing 
with clu.sicrs will not be worth a candle. 

There are clusters extant such as the 
Sivakasi match industry, the Aligarh hxik 
industry and gla.ss, jewellery industries near 
Agra which employ child labour and 
pr^uction technologies injurious to health. 
These should beclosed down or substantially 
reformed. 

Finally on exports. They do not justify 
.substandard condition.s of diamond and 
jewellery workers, garment workers or other 
handicraft workers. We will not only reduce 
costs but have an expanding market and 
employment through bet ter toolsand working 
conditions and trained adults replacing 
children. The middlemen will have to be 
happy with a lower profit margin and higher 
turnover. Should government not prumoU; 
'navuratna' export houses instead ol handling 
SSI exports piecemeal ? 


in recent years by the stranglehold of 
IAS-big bu.siness-politicians over every 
aspect of the economy and society. This 
blinkered view takes care of that higher 
investment segment of the SSI sector which 
overlaps with big business providing it with 
a way to effect cost economies. This segment 
forms a lobby sucking off whatever benefits 
are available from the go vemment.especially 
finance, subsidies and rebates. 

The bulk of small enterprises, the so- 
called tiny sector is hardly impinged upon 
by government services, except negatively 
through harassment by local functionanes. 
They are in the informal sector illegally 
providing finance, factory sheds.etc. All the 
indications aie that the unorganised sector 
has been growing in numbers employed and 
the organised sector (both large and small) 
declining. 

There are programmes outside the ministry 
of industry, in the urban development 
ministry and the rural areas ministry for 
provision of employment and improving the 
informal sector. They have both a social and 
economic content: training, worksheds, 
finance, technology, marketing. The key lies 
in organisation by leaderri from within as 
self-helpgraups whocould best utilise outside 


REVIEW OF AGRICULTURE 
June 28, 1997 


Food Security and Access to Natural Resources: 
A Review of Rcccni Trends 


Amita Shuh 


Farmers, Sustainability and Watershed Programmes 
Rainfed Agriculture Typology in India 


N Rajiisfkaran 

T G Krlley, M Javawani, 
P Parthasarathy Ratt 


Large-Scale Canal Irrigation; How Cost Effective'? B 1) Dhatran 

Green Revolution in Bangladesh: Production Stability and 
Food Self-Sufficiency Firdmtsi Naher 

Agricultural Situation in India and Pakistan / J Singh 

The Review nf Agriculture appears as a supplement to the last tssues of Maah. 
June and September. 
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Delhi, 1947-48 

A focus on the Muslims of a disturbed and high-profile place such 
as Delhi in 1947-48 allows us to recover something of the 
suppressed memories of Partition and Independence, while also 
posing serious questions about the writing of the history of 
the.se events. 2261 

Kharif Forecast 

Using models based on crop-weather relationship, it is possible to 
forecast what kharif foodgrain production for 1997 is likely to be if 
rainfall during the south-west monsoon behaves as per the Indian 
Meteorological Bureau's forecasts. 2289 

Empire and Thompson 

R P Thompson’.s use of culture placed another layer on the 'palimpsest 
of history', making it in some ways more difficult to incorporate 
empire, non-metropolitan subjects and race and gender perspectives 
into future historical analysis. 2273 


Caste in Flux 

fhe increasing caste violence 
in pans of Tamil Nadu, like the 
recent clashes in Tirunelveli. 
cannot be branded as either a law 
and order i.s.sue or even agrarian 
conflict, but rather need to be 
.seen in the context of changes 
III the MK'ial and economic 
relations between the daliis and 
dominant ca.stcs and among 
the Jalits. 2242 


Financing Education 

The more recent policy debates 
have been around the question 
who should pay fur education, 
while the more relevant issue is 
improving the mechanisms of 
allocation of public 
resources to education 2239 


Out of Focus 

While the government's new 
initiatives on the family planning 
front, such as the introduction of the 
target free approach, the integrated 
reproductive health programme, etc. 
are commendable, llKir success 
liepenSk on the involvement of 
voluntary groups and the 
people themselves. 2244 


Police and Naxaiites 

The naxaiites fill the space in 
Indian society and democracy 
for a popular and effective 
counterweight to the force of 
the state bureaucracy and ibi* 
police. Conterring greater 
powers on the police, as some 
suggest, will nut lead to 
eliminating them. 2253 


Global *Meltdown’ 

The success of capital in 
undermining popular power, 
djtgnantling the welfare stale 
' and converting the state into m 
insUTtment of overseas expansion 
is the underlying condition for 
globalisation, not 'technological 
changes', ‘world market 
imperatives' or the ‘logic 
of capital'. 2249 


Nuclear Hypocrisy 

India's nuclear dite believe 
that their negative and obstructive 
stand against such resiraim 
measutes as the CTBT and the 
Fissile Materials Cutoff Treaty 
are really courteous contribuiMas 
to the struggle for 

nuclear sanity. 73X4 












LETTERS TO EDITOR 


Crimes of Shell 

KANNAN SRINIVASAN’S aiticle ‘Shell 
in Bangladesh' (June 21) described many of 
the risks involved in Shell Oil's recent 
purchase of gas properties in Bangladesh. 
While there arc many standard risks to local 
economies, environnrent and public well¬ 
being inherent in oil MNC operations. Shell 
Oirspartieularlyhcinuusactiviticsin Nigeria 
deserve special mention. 

For decades Shell has been extracting oil 
from Ogoni. a small piece of land in the 
Nigerian Delta, home to the ethnic minority 
Ogoni people. Although Shell has reaped 
massive profits from Ogoni, the people live 
in abject poverty and extreme environmental 
contamination from Shell’s operations. In 
1990, Ogonis, led by Ken Saro-Wiwa, 
organised to form the Movement for the 
Survival of the Ogoni People (MOSOP), to 
demand clean-up of oil spills, burial of 
pipelines, construction of health facilities. 
One MOSOP leader described life under 
Shell in 1993: “We have woken to find our 
lands devastated by agents of death called 
oil companies”. 

Nigeria is ruled by a ruthless military 
dictatorship propped up by oil revenue which 
accounts for 80 percent of the government's 
total revenue. Shell alone accounts for just 
over SO percent of Nigeria’s total production 
which results in a cosy relationship between 
the two. Recently-uncovered documents 
confirm that Shell supported the military 
with payments, weapons and logistic support. 
A Shell Nigeria official, Nnaemeka Achebc. 
explained, “for a commercial company 
trying to make investments, you need a 
stable environment; dictatorships can give 
you that". 

Neither Shell nor the Nigerian dictator¬ 
ship look kindly to the mobilisations Ken 
Saro-Wiwa and other Ogoni were leading. 
7'he military cracked down on the Ogoni 
activists. To date, over 2,000 Ogonis have 
been killed, others beaten and raped and 
the MOSOP leaders forced into exile from 
where they continue their campaign against 
Shell. 

In I9SW. Ken Saio-Wiwa and other Ogoni 
leaders were arrested by the military 
government on trumped-up charges for a 
murderinatownin which Saro-Wiwa wasn't 
even present. In a secret military trial. Saro- 
Wiwa and eight other Ogoni activists were 
sentenced to death. 

In his final statement to the military 
tribunal, Ken Saro-Wiwa said. “I and my 


colleagues are not the only ones on trial. 
Shell is here on trial...The company has 
ducked this particular trial, but its day 
will surely come...for there is no doubt 
in my mind that the ecological war that 
the company has waged in the Delta will 
be called into question sooner than later, 
and the crimes of that war will be duly 
punished. The crimes of the company's 
dirty war against the Ogoni people will also 
be punished.” 

On November 10, 1995, Ken Saro-Wiwa 
and eight other Ogoni activists were hanged. 
Nineteen more Ogoni activists remain 
imprisoned, framed fur murder on the same 
charges for which Saro-Wiwa was executed. 
Ken's last words were “lord take my soul, 
but the struggle continues”. 

We hope the people in India will join the 
global campaign against Shell Oil's 
environmental and human rights violations. 
Corporations must be held accountable for 
their activities the world over - from 
Bangladesh to Nigeria. 

For more information on the Campaign 
Against Shell, contact Essential Action, PO 
Box 19405, Washington, DC 20036. US or 
Project Underground, 1847 Berkeley Way, 
Berkeley, CA 94703 US. 

Ann l,M)NARD 

W.ishington, DC 

Pricing of Natural Gas 

MAJOR users ol natural gas in the domestic 
petrochemical and fertiliser industry are 
greatly perturbed that natural gas prices 
may be hiked at a rate much faster than 
the gradual increase over five years 
recommended by the Shankar Committee. 
Barely time enough forthcin to adjust. Dunng 
the announcement on September 1 of the 
lung-delayed price hike in petroleum 
products like petrol, diesel and LPG, union 
petroleum minister Janeshwar Mishra again 
indicated that “detailed proposals will be 
submitted shortly on revision of natural gas 
pnees". 

Matters became worse alter Sitaram 
Yeehury, pulitburu member of the CPI(M), 
one of the parties supporting the United 
Front, published the party’s Left alternative 
plan in June 'to wipe out' the ofl pool 
deficit. The CPKM) pamphlet ‘Oil Pool 
Deficit or Cesspool of Deceit' represents 
an attempt by the Left to confront policies 
inspired by the World Bank and IMF and, 
being pushed by former finance minister 


Manmohan Singh and his suecet. 
P Chidambaram. In the CPI(M) alternat 
Yeehury made a hike in natural gas pri 
‘respectable’ by calling for a rath 
alisation of natural gas prices as one 
the nine short-term ways to tackle the 
pool deficit rather than hike prices 
petroleum products. 

The price of the feedstock, viz, natural g 
is crucial for the well-being of the dome, 
petrochemical and fertiliser industries, 
example, margins for sortie petrochemi 
units set up at 85 per cent customs dut 
and 20 per cent interest rates (as compa 
to 0 per cent and 6 per cent, rcspectiv: 
for plants abroad) have suffered due to ' 
sudden lowering of custom tariff barrier 
slashed from 130 per cent in 1992 to 30 1 
cent in 1996. in a crushing blow of 77 | 
cent within five years. 

The playing field has been further till 
against Indian units on the natural gas fro 
Current prices of natural gas. in rupees | 
million British Thermal Units (BTI 
prevailing in the nearby competing mark 
of the west Asia and south-east Asia a 
Saudi Arabia {17.50), Qatar (9.90). Iran (3 
Africa (10.50), Malaysia (35), Indonesia ( 
and Russia (21) - as compared to the ruli 
prices in India of Rs 73 per million B'l 
(or Rs 2,185 per 1,000 cubic metres). 

In this tight scenario, a too rapid hi 
in natural gas prices will deliver a dc; 
blow to the domestic petrochemical a 
decontrolled fertiliser industry. Contrar> 
popular misconception, natural gas prii. 
have been rising steadily - there was a 
percent increase over 1991 -96. The Fern In 
Associuliunoflndia(FAI)hasalready wan) 
about the enppling damage likely to 
inflicted on domestic industry with furtli 
increase in natural gas prices. 

But who stands to gain'.' Even in the she 
term, the main beneficiaries are certain 
be multinational corporations (MNCs) lii 
Enron and British Gas. who are proposi 
to import Liquefied Natural Gas (LNG) u 
the country - bused on expensive plans 
liquefaction and rc-gasificatiun that can at 
be immensely profitable if ntitural gas pn' 
rise sharply within one to three years. 

Private Indian industry is not agai 
liberalisation and wants to he competm 
What it resents is the punishing pace 
reforms, which handicaps domestic indu' 
but pampers the MNCs. 

A Re 

Pune 
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Oil Prices: Laying the Ghost 


T he increase in the administered prices of petroleum 
products, announced at long last by the government 
this week, must be reckoned as a truly mystifying event. 
In the first place, ii is a mystery why the increase, so long 
overdue, met with such universal opposiiion from the 
political parties, as much those supporting the government 
as those opposing it. And now it is no less a mystery how 
the government has been able to effect the increase, 
because none of the parties has actually changed its 
position. In fact, all of them, all the way from the Left 
parties which are part of the ruling United Front, to the 
Congress which lends its support to the government and 
to the BJP which is the largest party in the Lok Sabha 
and constitutes the main opposition, have explicitly 
reiterated their opposition to the price increases in their 
pre.scnt form. What, then, in a .so-called parliamentary 
democracy, is the sanction for the government's decision? 
One possible explanation is that this was a ease of the 
bureaucracy, recognising that a certain decision was 
imperative, pushing it through in the face of the known 
public positions of the political parlies. The other is jijat 
the parties themselves recognised that the decision w*as 
inescapable and had lo be taken, but could not bring 
themselves to admit that the postures they hud all along 
taken on the issue were untenable and chose instead, for 
public consumption, to stick to them even us they winked 
at what was actually being done by the government which, 
with the exception of the BJP and u few lesser parties, 
they arc either a purl of or actively support. Whether it 
is a case of the one or the other or both, the whole episode 
does show up the political system and the motivations and 
attitudes of the political parties in rather less than flattering 
light. 

In the event the increases that have had to be made in 
the prices of oil products hardly threaten to be apocalyptic 
in their consequences. This is not only, or mainly, because 
the annual rate of inflation is just now exceptionally low 
so that the official spokesperson has been able to claim 
that the oil price increases will send it no higher than 4.S 
to 5 per cent. In fact, looking at the overall economic 
situation, it could equally be said that the recession in 
industry did not make this a particularly opportune moment 
for a measure likely to raise transportation and other 
industrial costs. In any case, the short-sightedness of 
attempting to keep inflation in check by indefinitely sup¬ 
pressing administered prices is obvious enough, though 
that is what the opponents of the price increase have 
been saying should be done. What in fact has come to the 


govcrnmenl's aid is the softening of world petroleum 
prices which has made it possible for the current deficit 
in the oil pool to be wiped out with relatively modest 
increases in the prices of diesel oil, motor spirit and 
cooking gas and to generate a surplus large enough to take 
care of the servicing and amortisation of the special 
government bonds to be issued to clear the accumulated 
deficit in the pool .so that the government has been able 
to claim that the issue of the bonds will be without any 
budgetary impact. (The official calculations in this regard 
are apparently based on an international price of crude 
of $ 20 per barrel whereas currently the price is even lower 
at $ 17-18 per barrel.) The easiness in the oil market has 
also facilitated thc'Secision that the prices of a number 
of petroleum producu such as fuel oil. low sulphur high 
stock (LSHS), naphtha and bitumen, in addition to diesel, 
will from now on move in step with import prices. It has 
been officially estimated that 60 to 65 per cent of petroleum 
pro,duets have as a result been brought under the import 
parity arrangement, marking a significant step towards 
ending the administered prices system for oil. It should 
surely be possible to complete the proces.s in much less 
than the two years specificdin this week’s announcement. 
What calls for careful planning and action is the 
restructuring of the industry to ensure competition in the 
import and marketing of oil products which must 
accompany the ending of price control. 

While the state of the oil market has helped, the reason 
why it should be possible lo lay the ghosi d, price control 
on oil products with relative ease is that such control is realty 
serving no larger purpose, certainly none which cannot be 
secured by a judicious deployment of taxes and duties. The 
high-minded notion of discouraging private automobile 
transport by charging high prices for motor spirit has been 
clearly at variance with other, especially more recent, 
government policies lo encourage the growth of the private 
transport segments of the automobile industry. On the other 
hand, the objective of encouraging public transport by 
subsidising diesel has been largely nullified as much by the 
many inadequacies of public transport organisations as by 
the intervention of other agencies, including st^ governments, 
down the line. Thus, according to one report, the Rs 1.80 
per litre increase effected this week by the centre in the price 
of diesel will translate into an actual rise in price of Rs 2.96 
per litre in Kerala. What the subsidisation of diesel has 
achieved is its increasing use for private transport by 
encouraging the production of passenger cars with diesel 
engines. Especially open to doubt have been the gaimof the 


C 



large subsidy extended to kerosene, the most 
fervently advanced justification of 
administered pricing of oil products. How 
much of the benefit of the huge subsidy on 
kerosene can in the best of conditions accrue 
to the really poor is clearly open to question. 
That apart, it is well established that not 
much kerosene actually reaches the final 
user, whether poor or not, at the officially- 
fixed price. Why then persist with the 
charade? Of course, the mast ludicrous aspect 
of administered pricing of oil products has 
been the hefty subsidy on LPG for middle 
and upper class cooking which, despite this 
week's price increase, will shamefully 
continue in sub.stantial measure. 

•AGENDA FOR INDIA' 

Poverty of Ideas 

IT is indeed disquieting that the 800-odd 
people’s representatives, presumably people 
with their fingers on the pulse of the nation 
and, if not that, people who have taken it 
upon themselves to be the via media for 
translating the dreams and aspirations of 
their constituents into reality, should have 
succeeded in producing after the marathon 
session of parliament to mark the SOth 
anniversary of independence, such an utterly 
uninspiring, inane and spiritless document. 
To call it an 'Agenda for India' is agraccless 
gesture, an admission of the gaping and 
apparently unbridgeable void between the 
focus of parliamentary politics and the 
nation's hopes, needs and realities. 

The special session, for all the rlietoric 
surrounding it, was not expected to fulfil its 
stated objective - to achieve a consensus on 
major issues. Certainly, on the face of it, this 
would seem more feasible than ever before. 
Where after all do the major differences lie; 
no party in power at the centre can now 
afford to abandon the economic reform 
process, but must push it forward, more or 
less as efficiently as now; not a single politi¬ 
cal party will want to change the existing 
nuclear policy; nor for that matter the 
emphasis on population control whatever its 
guise; and if political views on the recent 
debates on the need to refurbish the image 
of the armed forces arc any guide, there is 
little difference in the way parties see the 
nation's security needs; and no party can 
today afford to push education and public 
health to the sidelines. Even communal and 
caste-hased agendas, as we have seen, suffer 
amendment when their purveyors come to 
power These were the factors which no 
doubt prompted P A Sangma to call fur the 
histone session of the two hou4k to discuss 
the burning issues before the nation - a fond 
hope, shared perhaps by many, that, leaving 
aside party platforms, the people’s repre¬ 
sentatives would get down to the serious 


business of seeking workable solutions to 
the problems which have continued to beset 
the nation even after five decades of 
independence. 

Giving shape to these hopes Sangma, 
invoking for the first time powers under Rule 
360 to address the house, called for a “second 
freedom struggle”. But clearly few of the 
members of parliament shared this lofty 
objective. While the .session was extended 
by a further two days after the scheduled 
four, the attendance was shamefully low and 
at limes speakers addressed less than SO 
members in the house. And although it w.is 
telecast live, its viewership ratings would 
hardly have made a mark. The speeches were 
uniformly hackneyed, which even brilliant 
oratory could not conceal, generally sticking 
to the party lines, seeking to place the blame 
for non-achievement on 'the other’. Nobody 
ex pcctcd exceptional erudition i n the conduct 
of such historic proceedings, but even 
contemplation and a serious intent to come 
to grips with fundamental pmbicms were 
mis.sing. The 294 speakers (and 82 others 
who submitted their speeches) collectively 
drew attention to a variety of ills - corrup¬ 
tion. lack of probity in public life, criminali- 
sation of politics, the emergency, the slow¬ 
ness of change on the economic front, the 
rapidity of change and its impaclon the poor, 
unemployment, illiteracy, growing numbers, 
women’s representation, luck of drinking 
water; of power, of food; the need to effi¬ 
ciently implement castc-based reservations, 
and the urgent need to abandon such 
reservations; uneven regional development; 
employment; even our failure in the sporting 
arena, etc - covering just about the range 
of issues every house deals with dunng its 
term. And yet no particular issue came to 
tx;cupy centre-.stage. 

Part of the problem of course was the 
manner in which the session was structured. 
With no debate allowed it was inevitable that 
each new speaker included responses to 
earlier speeches, and countenng stated or 
implied criticisms of party li ncs. but otherwise 
went on to monotonously, unimaginatively 
and uncreatively dwell on problems which 
have echoed in the halls of parliament for 
perhaps half a century. And bound by the 
need to project party lines, few could look 
back on history objectively nor of course on 
their own failures as leaders of political 
formations. AnjI while the i.ssue of decorum 
in parliament was dwelt upon at length, not 
one drew attention to the important role 
parliament has played in legislating and 
therefore institutionalising dcmocj^tic 
principles in the last SO years; nor upon the 
need to strengthen this most important 
business of parliament. It was as if (he 
representatives of the people had been swept 
over by a collective inertia which could 
provide neither inspiration nor direction. 


I n these circutmtances, to caH the‘historic 

document to which the memben of the twt 
houses appended their names a coiuensui 
document is. to put it politely, a misnomer 
It is in fact a betrayal of the hopes ant 
ambitions of a generation waiting for somt 
articulation of (he amorphous notion of : 
nation which at one level (hey are told <s stil 
among the poorest, ill-fed and unhealthy o 
countries even as, at another level, they an 
bombarded with images of a ‘modernising 
India of unlimited opportunities. The leas 
one expected at the end of the session wa< 
a coming to terms with reality, the plusei 
and the minu.ses and a reaffirmation of fait! 
in the founding principles of the nation. Ii 
is entirely possible that had there been i 
‘hope and glory’ resolution, it would have 
attracted derision and cynicism; but it woulc 
have attracted some response nevertheless 
As it is. the 'Agenda for India’ has hardly 
prompted even media response. 

Cynics may well point out that Nehru’s 
‘Tryst with Destiny’ address was the work 
of u muster craftsman who knew well how 
to move a nation with words. Nevertheless 
to a generation bom in the first decades ol 
independence, it gave form to the idea ol 
nation-building, of national goals, whici 
echoed in some way people’s personal 
priorities and ambitions. If nothing else 
it provided a reference point, a target ol 
debate, ire and criticism of the means and 
methods the founding fathers of the nation 
used to achieve distorted devclopmeni 
goals. But the 'Agenda for India' will 
never be such a reference point, nor is it ,i 
pmgrammatic document or even a feel¬ 
good pninouncement or a public relations 
exercise in nation-building. Tlicrc is no vi.sinn 
for the future here, only a reflection of .i 
poverty of ideas, a parliament in the grip ol 
ennui. 

CONGRES.S 

Party Games 

BY successfully completing its presidential 
polls and the elections to the Congress 
Working Committee (CWC), the Congres' 
has bcitcred the Janata Dal as a functioning 
party organisation. Yet (he fiict that no dalii. 
backward caste person got elected to (hr 
CWC underlined that there has been link 
qualitative change in its organisations! 
hierarchy since the last Tirupoti session 
Moreover, on (he basis of larger electoral 
colleges candidates from large states ha\< 
made it to the CWC when in fact the part) 
is the weakest in these states. 

After his thumping victory in the p.'iri) 
presidential polls. Sitaram Kesri expeciLt 
the parly to obediently concur with his wishes 
But the ‘treachery’ committed by (he putt) 
vice-president Jitendra Prasada. who helpe 
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Kcui’> rivals. Shared Pawar and Ghnlam 
Nabl Azad, get elected to theCWC.dlspelled 
these illusions. Since then Kesri has spared 
nothing to isolate Prasada. First, he kept 
Prasada out of the high-power committee 
constituted to chalk out a programme of 
action for the party. Second, Kesri nomi¬ 
nated Orissa chief minister J B Patnaik and 
Mi/oram chief minister Laithanhawla to the 
ewe, both known to belong to the anti- 
Prasada camp. Additionally, Kesri is 
grooming the UP legislature party leader. 
Pramod Tiwari, against Prasha so as to 
weaken thelaltcr’sholdovertheUPCongrcss 
Committee, who.se presidentship is lying 
vacant at the moment. 

It was certainly to Kesri’s relief that his 
most vocal opponent, Rajesh Pilot, failed to 
make it to the CWC. In order to cut to size 
his other protninciU rival, Sharad Pawar, 
Kesri entrusted Madhavrao Scindia to be the 
party’s main speaker in the Lok .Sabha 
debates, thus downgrading Pawar who 
happens to bcihe parliamentary party leader. 
But Pawar. who managed to scrape through 
the CWC elections with the support ol 
I’ra.sada. is hardly in a position to be a threat 
to Kesri after his continuing retreat in 
Maharashtra politics (his panel lost miserably 
tor the first time in 3(1 years in the elections 
to the board of the Malegaon sugar co¬ 
operative in his home di.siricl of Baramati). 
But hy pitting Scindia against Pawar and 
Prasada. Kesri has made clear his intention 
to give pnuriiy to the Madhya Prude.sh 
Congress which has heller prospects than 
the party in UP or Mahara.shira. This may 
also he a rea.son for Kesri being more 
accommodative to his miter rival. Arjun 
.Singh who, besides, is known to have accc.ss 
to Soma Gandhi. 

This is for the .second time that Kesn has 
outsmarted his nvals at ihcirown game. Rui. 
on the otlicr hand, his soft-pedalling ot the 
crisis in die West Bengal Congress exposes 
His loss o. nerve when faced with the 
challenge ottered hy a popular party aetivi.st 
such as M-iniia Banerjec. 

NUCLEAR POWER 

No ^Final* Solutions 

IN recent months attention has been focused 
.in an issue which the nuclear industry, 
especially in India, has chosen to underplay 
ind understress: the storing and ultimate 
hsposal of radioactive w.aste. The immediate 
Cason for this has been certain decisions of 
he public inquiry in Britain into allowing 
'^ircx, an independent authority consiiiuted 
o take care of waste disposal problem.s, 
0 set up a ’laboratory’ near the .Scflafield 
ompIcK which pruccsscs nuclear waste. In 
■larch the inspector of the public inquiry 
ejected Ntrex’s proposal bcc^sc of concern 


“about the scientific uncertainties and 
technical deficiencies in the proposals 
presented by Nirex”. 

Nirex or, to give it its full name, the 
Nuclear Industry Radioactive Waste 
Executive, was set up in 1982, supposedly 
as an autonomous body, following an 
iiivesligalion by the British Atomic Energy 
Commission that showed that although 
Britain was among the first to set up nuclear 
power plants on a commercial scale, there 
were virtually no plans for the storage and 
tiisposnl of nuclear waste which was piling 
up rapidly, Nirex decided that the best way 
to dispose of waste was to bury it and selected 
.Sell,afield ,as one of the two sites (the other 
being near Dounreay, a reactor site). As a 
nuclear .scientist writing in The Ecologist 
recently pointed out. Nirex’s ’scientific’ 
papers in support of the choice of the site 
were both unclear and deliberately 
misleading. The problem with radioactive 
waste is that it cannot be contained safely; 
llicretorc, the ‘best’ solution for storing it 
underground must actually he designed to 
direct the inevitable leakage of radioactive 
gases in such a way as to make them telati vcl y 
harmless to the public. What this means is 
that any such proposal must actually .study 
and l.ikc into consideration the possible 
long- and short-term hcalthcon.sequcncesof 
radioactive exposure which exercises, to say 
the least, is extremely complex. At the 
Sellutield plant, Nirex had apparently 
concluded thui the leakage would be caiTicd 
'safely' to the Irish Scu. while independent 
scientific investigations pointed to the fact 
that the leaks would in fact travel land-W’ards 
and attecl the aquifers and hence the public 
walcr system. Nirex compounded ibis 
inisinlormaiion with a proposal in set up a 
'laboratory’ at exactly the same place where 


the piopoxed storage facilily was to be built. 
At the public inquiry, several independem 
European scientists as well as a Nirex con¬ 
tractor and a British scientist testified to the 
fact that this‘laboratory’ would in fact destroy 
the aquifers which would be contaminated 
by the waste. In effect Nirex was attempting 
to destroy a public water system just so 
that it would not be contaminated by its 
proposed dump! 

An important fact emerging from the public 
inquiry, according to a recent BBC feature 
programme, is that Nirex has already spent 
a large amount, some 200 million pounds, 
on site investigation alone with little effect. 
And with planning permission denied to it 
at Sellafield it will have to spend many 
times more than this amount to locate and 
investigate a new site. 

The Nirex public inquiry and its decision 
IS of significance internationally and 
especially in India: it isthefirsttimcpianning 
permission has been denied to the nuclear 
industry in Britain: it brings imo focus the 
insurmountable nature of the problem of 
disposing of nuclear waste, and it underlines 
the i mportance of the need to force the nuclear 
industry to divulge its plans for disposal of 
radioactive waste. The Indian nuclear 
industry, for instance, has always been 
extremely cagey about waste disposal, 
maintaining wuh us typical pompous 
cumpl.K'cnce that sophisticated technologies 
were now available for storage and disposal 
of wastes. However, as the artic'c in The 
Ecologist points out, the technology for long¬ 
term solutions to the problem of radioactive 
waste do not exist - and this after some five 
decades of research. It is time, one would 
ihink. to abandon the fulile .search for 
.tolulions to a problem which need not exist 
at all. 


Subscription Rates 
Inland 

I including Nepal and Bhutan) 


Institutions 

Six monihs 

One year 
MKI 

Two years 
112$ 

I«i rupees) 
Three years 
1650 

Individuals 

:.Mi 

47.S 

87.$ 

127.5 

(’nnctsslenal Rates 
Tcaehcrs/Rc.seaivhens 


.t:,s 


900 

Stuilenis 

- 

22S 

- 

~ 


Concessional rales an: dvoiloblc only in India. To avail of concessional rales. ccmficaK from 
relevant insliluiion Ls essential 

Kemiluincc hy money onier/bank drafi/poslal order requested Please add Rs 14 to ouUlalion 
cheques towards bank colleciion charges 


Forciga im VS S) 

Air Mail__Surface Mail_ 


Institutions 

Individuals 

Insliiuuora 

Individuals 

Pakistan, Banghiik'sh and Sn Lanka 

80 

.50 

6.5 

30 

USA. Canaila. UK. Europe. Japan. 
New Zealand. Ausiralia and Russia 

1.50 

100 

90 

65 

All other ccHinines 

100 

70 

70 

50 


All remittances to Kronomk and Palilkal Weekly 


■«onomic and Political Weekly September h. 1997 


2229 




CURRENT STAnSTICS 


£Plf'RcMircfa FawdltlM 


The dp in the gmwth me of the general iodex of iodiisirial piodtictioo io May hu been mainly attributed to the iluggiihnesa in ibe manulKluriiig lector whkh aecounci; 
for over 77 per cent of the total wdghtage of the gcneraJ index. Minina and electriciiy show loine improvem en t in growth. The uie^baied dwii^artoo Indicmei that 
except for banc goodi. all ocher groups have recorded a ihimp in growtn rates. Amonx the iwo-difh poops of induso^, growth rates of fo6d protnicis. wood and wood 
prodocu, metal products, electrical macNnery and machinery ^ machioe tooU have fallen tueably. Suodned consumer demand and hiadsciuate investment by the corporate ' 
sector as also reduced public sector iavestmeni have been the main reasons for Ibe slackened industrial growth. I 

Macroeconomic Indicators 


Index Nombers ot Wholesale 
Print (1981-82= 100) 


Weights 


Aug 16. 
1997 


_ Vnrixrion (Per (2enll: Poinl-lo-Point _ 

Over 12 Montht Fiscal Year So For 1996-97 199S-96 1994-95 1993-94 
Latest Previous 1997-98 1996-97 


AU Commodities 

ino.o 

326.5 

0.3 

3.7 

6.2 

2.0 

5.1 

6.9 

5.0 

10.4 

10.8 

Frimorv Articles 

Food Articles 

.32.3 

337.6 

0.3 

3.2 

7.0 

2.4 

6.2 

7.0 

5.4 

12.7 

11.5 

17.4 

385.6 

-0.2 

3.9 

9.2 

2.0 

7.7 

9.6 

9.8 

II.9 

4.4 

Non-Food Anicles 

lO.I 

340.8 

1.4 

2.8 

3.7 

3.7 

4,5 

3.5 

-1.9 

IS.S 

24.9 

Fuel, Power, Light and Lubricants 

10.7 

.349.2 

« 

5.7 

162 

1.2 

11.9 

16.9 

3.7 

2.4 

13.1 

Manufactuicd Products 

.S7 0 

316 0 

0.4 

3.6 

4,0 

1.9 

3.2 

4.9 

5.0 

10.7 

9.9 

Food Products 

lO.I 

324.4 

1.1 

8.6 

5.5 

5.0 

10.4 

14.1 

-0.7 

8.1 

12.3 

Food Index (computed) 

All Commodities (Average Basis) 

27.5 

.363.1 

0.2 

5.4 

8.0 

3,0 

8.5 

III 

6.3 

IU.6 

7.0 

(April 5-Augusl 16. 1997) 

100.0 

323.8 

- 

6.4 

6,0 

.5.3 

5.2 

6.4 

7.8 

10.9 

8.3 



Latest 



Variution (Per Cent): Poinl-to-Point 




Coot of Living Indices 


Month 

Over 

Over 12 

Months 

Fiscal Year 

SoFnrl9( 

16-97 1995 

46 ili 

94-95 1' 

193-94 



Month 

Latest 

Previous 

1997-98 1996-97 






Industnal Workers (1982=100) 3.S.5'' 

Urban Non-Man Env( 1984-85= 100) (For (996-97) 288" 
Agri Lab (1986-87=100) (Link factor 5 89) 259" 


Money and Banking (Rs croie) Aug 1._ 


mii 

8.9 

m 

8.2 


7.2 1 


Over Month Over Year 


_ Variation 

Fiscal Year So Far 
1997-98 1996-97 


Money Supply (M.i) 7.t|628 

Currency with Public 1382.38 

Deposits with Banks 587602 

Net Bonk Credit to Govt 31248.3 

Bank Credit to Cotnml Sector .376410 

Net Foreign Exchange Asseu 114229 

Reserve Money (Aug 15) 202462 

Net RBI Credit to (Tcnire (Aug IS) 126188 

RBI Credit to Bks/Comin Sect (Aug 15) 13166 
Scheduled Conuneiciul Banks (Aug 15) 

Deposits 528455 

Advances 276535 

Non-Food Advances 267197 

Investments 221700 


512(0.1) 
-«46(-3.1) 
4997(0.9) 
-l690(-()5) 
-93(neg) 
1245(1.1) 
-.3872(-l 9) 
-752.5(-6.1)- 
222(1.7) 


10320.1(16 4) 
15570(12.7) 
870.35(17 4) 
.3.1568(12.0) 
.16286(10 7) 
26700(30.5) 
10.544(5.5) 
■I.3928(-I0.7) 
-2I.3I(-1.1.9) 


.3144.5(4.5) 

5804(4.4) 

2.1090(4.1) 

2.3667(8.2) 

1056(0.3) 

11.31.5(11.0) 

2417(1.2) 

-4.5l.5r-3.7> 

-87(-0.7) 


24417(4.0) 

44I0(.3.7) 

2167.5(4.5) 

21137(8.2) 

-4524(-l.3) 

5388(6.6) 

-25.39(-l.3) 

11.347(9.6) 

-135l.3(-16.9) 


96176(15.9) 
1417.5(12.0) 
82107(17.0) 
310.38(12 0) 
.30706(8.9) 
2077.3(2S..3) 
5587(2.9) 
19.34(1.6) 
-l.5557(-54 0) 


1995-96 


72.681(1.3.7) 
17.577(17.5) 
5.5042(12.9) 
.IS.ieOdS.I) 
5192.5(17.7) 
.1109(3.9) 
25176(14.9) 
1985.5(20.1) 
8747(4.3 61 


1994-95 


970I9(22..1) 

18.380(22.3) 

77781(22.2) 

18501(1.1) 

.54949(2.3.1) 

2442(K44.7) 

.306I(X22.I) 

2130(2.2) 

8067167.2) 


7168(14) 772.5.5(17.1) 228.56(4 5) 
-2382(-0.9) 27921(11 2)-1866<-0.7) 
-2468(-0.9) 28914( 12.1) -.3607(-1.3) 
8626(4.0) 47399(27.2)31186(16.4) 


17380(4.0) 7I78(HI6.5) 4696002.1) 71726(22 8) 
-.540l(-2.l) 24387(9.6) 424.5.5(20.1) 47144(28.7) 
-.594l(-2.4) 26580(10.9) 44938(22.5) 45776(29.8) 
9519(5 8 ) 257310 5 6) 155290 0.4) 167.1102.6) 


Index Numbers of Industrial May 

Produclion 0 980-81=100) Weights 1997 


Fiscal Year So Far _ Fiscal Year Averages _ 

1997-98 1996-97 1996-97 199.5-96 1994-95 1993-94 1992-9.3 1991-92 


General Index 
Mining and Quarrying 
Manu^luring 
Electricity 


100.00 .3039 305.3(8.1) 282..3(87) .302.1(6.5) 283.6(11 8) 2.53 7(9 4) 232.0(6.()) 218 9(2.3) 213.9(06) 

1146 274.4 270.9(6.8) 253.7{4 4) 269 7(0,9) 267..1(7.4) 248.8(7.5) 231 .3(3.5) 223,7(0.6) 222..5(() 6) 

77.11 2980 .101..3(9.1) 276 100.3) 299 6(7.8) 277 6(13 I) 245 4(9 8) 223.5(6.1) 210 7(2.2) 206 2(-f) 8) 

11,43 .37.3.4 .366 4(3,7) 353 2(4.2) 352.9(3.8) .340.1(8 1) 314.6(8.5) 290,0(7.4) 269 9(5 0) 257.0(8.5) 


Aug 29. 

Capital Market 1997 Ago 


BSE Sensitive Index 0978-79=100) 38760 0.93) 4218 
BSE-100 (1983-84= 100) 1695(6 87) 1840 

BSE-200 0 989-90=100) .380(8 26) 411 

NSE-50 (Nov .3. 1995=1000) 110,5(7.70) 1190 

SkincfiaCDR Index (Apr 1.5. 1994=100) 69.I3(-I.69) 80.12 


Year 1997-98 So Fa r l9%-97 
Ago Trough Peak Trough Peak 


3494(4.96) 3427 4548 2745 4069 

1.586(3 26) 1489 1980 1217 1843 

3510 74) 3.33 440 273 413 

1026 970 1293 788 1196 

70.32(-I5.05) 67.33 86.5 7 51.6 W.O 


_ End of Fiscal Year _ 

1996-97 1995-96 1994-95 


336l(-0 2) 
1464(-5 5) 
,328(-5.0) 
na 

72.76(-7.3) 


Foreign Trade 


Fiscal Year So Far 
1997-98 1996-97 


.1367(3 3) 326l(-l.3.7) 
l.549(-3 5) I606(-I2.2) 


345 (-6.3) 
na 

78..5.3(0 7) 


.368<-l8.2) 
na 
77 99 


Exports: Rs croie 9526 

US S mn 2660 

Imports: Rs ciote 11124 

US $ mn 3106 

Non-POL US S mn 2442 

Balance of Trade: Rscrxxc -1598 
US $ mn -446 


Porrign Exchange 
RcMrvM (excluding gold) 


291330 6) 2867.5(24.7) 117.52500.5) 1063.5.3(28 6) 82674(18.5) 69751(29.9) 5.3688(21.9) 

8I35(-I.4) 825302.8) 33106(4.1) 31797(208) 263.30(184) 222.38(20.0) 18537(3 8) 

341.18(5.8) .32278(22.6) 1.1684401.6) 122678(36.3 ) 89971 (23.1) 73101(15.3) 6.337.5(32,4) 

9532 (2.6) 92900 0.9) 38548(5 1) .36678(28.0) 28654(229) 23.306(6.5 ) 21882(12.7) 

7474 (8.9) 6862(7.1) 2893l(-l.0) 29214(28.5) 22727(29.5) 1755201.2) 1.5782(12.3) 

-.5(X)5 -3603 -19319 -16325 -7297 -3350 -9687 

-1.397 -10.37 - 5442 -t488l -2324 -1068 -3345 


Rs croie 
US $ mn 


na nul available * unchanged neg negligible. 


Aug 21, 

Aug 23. 

Mar 31. 


1997 

1996 

1997 

Month 

Ago 

9.5519 

64297 

80375 

.3575 

26482 

17995 

22369 

716 


_ Variulion Over _ 

Fiscal Year So Far 1996-97 
1997-98 1996-97 


1995-96 1994-95 199.3-94 


15144 

.5.571 

21649 

-7302 

18402 

B 

4113 

869 

5243 

-3690 

5640 
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COMPANIES 


EFW Retcardi FswkbtiQpi 


BAJAJ AUTO 

Growing Competition 

THE Iwo-whccicr major. Bajaj Auto, 
managed a 3.6 per cent increase in its 
bottomline in 19^97 on a per cent 
increase in net sales over the previous year. 
The lower increa.se in net profit can be 
attributed to the sharp increases in 
depreciation charges (up S9.9 per cent) and 
tax provision (up 33.6 per cent) during the 
year. At the operating level, however, the 
company performed well notching an 18.4 
per cent increase in operating profit during 
the same period. Interest charges too were 
lower by 26.2 per cent over the previous 
year. 

Whileeamingspershare rose from Rs S2.4 
in 1995-96 to Rs 54.3, the company 
maintained the dividend rate at 160 per cent. 
Further, with book value rising from Rs 176.9 
per share to Rs 221.2 per share during the 
same period, the company declared a bonus 
issue in May 1997. in the ratio of one bonus 
share for every two equity shares held. 
Following the bonus issue the company’s 
equity capital is expected to increase from 
Rs 79.6 crore to Rs 119.4 crore 

It would be pertinent to note here that 
93.5 per cent of the company's equity 
capital comprises bonus shares issued in 
the past. Also, it has issued bonus shares 
consistently every three years in addition 
to the generous dividend rate. No wonder 
the company enjoys good discounting on 
the bourses. 

The company now plans to set up its 
third plant near Pune for the production 
of new generation two-wheelers with a 
capacity of around one million vehicles 
per annum. The plant is expected to 
commence operations by the second half 
of 1998-99. This will increase the 
company's total capacity from 1.83 mn 
vehicles to two mn vehicles. 

Bajqj Auto also plans to introduce diesel 
engine auto-rickshaws, 'Cygnet' (a 60 cc 
vehicle with modem styling) and a new 
model of the Japanese four-stroke 
motorcycle, besides upgrading some of the 
existing vehicles. Following the intro¬ 
duction of its 74 cc motorcycle, christened 
‘Bajaj Rave’, during the second half of 
1996-97, the company now plans to launch 
the new ‘Bajaj Classic’. Upgraded models 
of the ‘M-80' and the ‘Cygnet’ are 
expected to be introduced in September 
1997 and are to be followed by a four- 
stroke utility motorcycle called ‘Cargo' 
in November this year. 


The current year, however, may not prove 
to be a good one for thecompany consideri ng 
that it began the year with an inventory of 
around 25,000 vehicles and a lower 
production of around 4,600 vehicles, as 
compared to an inventory level of 9,054 
vehicles and higher production of 5,100 
vehicles during the corresponding period 
last year. In addition to the general sluggish 
demand conditions in the automobile 
industry, the company has also been facing 
severe competition from rivals like LML, 
Kinetic and Greaves, which has already 
eroded its market share from around 46 per 
cent to 44 per cent. However, the company 
claims that it is taking steps to retain its 
market share, including introduction of new 
models, quality improvement, improvement 
in Bajaj Auto Finance, resolving operational 
difficulties and dealer viability. As the first 
step in this direction, the company has already 
increased its dealer margins. 

The company's shares, meanwhile, quote 
at around Rs 855 on the bourses, discounting 
its latest earnings per share by around 16 
times, 

BIRLA CORF 

Getting Out of Jute 

Formerly known as Birla Jute and Indus¬ 
tries, Birla Corp saw a poor performance in 
l9%-97. The company was unable to pass 
on the sharp increases in costs to customers 
due to the excess supply position obtaining 
in the market. The company’s jute division 
suffered following scarcity of raw jute and 
the resultant sharp increase in prices. The 
glut in the cement industry also did not help 
matters. Consequently, the company's 
operating profit fell sharply by 46.6 per cent 
over the prcvirxis year. 1995-%. A 12.5 per 
cent increase in interest charges and an 8.8 
per cent increase in depreciation led to a 
steep 83.2 per cent fall in net profit. This, 
despite a lower tax provision as compared 
to the previous year. 

Following the sharp fall in profitability, 
the company's earnings per share tell 
drastically from Rs 14.3 to Rs 2.4, and the 
company prudently decided to cut the 
dividend rate from 35 per cent last year to 
20 per cent. Book value edged up from 
Rs M.8per share to Rs85.2per share during 
the same period. 

The company now plans to get out of (Tie 
jute business. The Birla group has already 
sold its 90 tonnes per day Bally (Howrah. 
Calcutta) unit to the Kankaria brothers, who 
own Auckland Jute. The group’s other jute 


unit located at Soorah, which has a capacity 
of 40 tonnes per day, has been entrusted to 
Nawal Ki$horeKejriwal,oneofBirla(3orp’s 
board members and raw jute suppliers. 'Ihe 
only reason the Soorah unit has not been sold 
as yet is because it is located on prime land. 
But this unit loo is reportedly on its way out 
from the company’s balance sheet. With 
these two units gone, the company will 
become much more a cement company with 
nearly 80 percent of its total turnover coming 
from its cement divisions. 

The company piescnlly has five cement 
plants. Production from the.se units touched 
30.59 lakh metric tonnes of clinker. 34.31 
lakh metric tonnes of cement and 2.06 lakh 
metric tonnes of granulated slag during the 
year under review. Cement production and 
despatch levels were lower than during the 
previous year following severe power cuts, 
a perpetual shortage of railway wagons, water 
scarcity, and intense competition in the 
market. 

The company has already received 
environmental clearance for Its 1.2 mn metric 
tonnes cement plant at Salna. It is also seeking 
environmental clearance for another 1.2 mn 
metric tonnes cement plant at Chittor. In 
order to further insulate its plants trum the 
severe power cuts in Madhya Pradesh and 
Rajasthan, the company plans to augment 
its captive power generation capacity by 
installing two IXj .sets of 6 MW capacity 
each at Satna and one DC set of similar 
capacity at Chittor. 

The company is al.so planning to set up 
a finishing unit for its auto-trim division 
near Chennai in order to cater to the new 
automobile units coming up in Tamil Nadu. 
The Rs lOOO-crore auto-trim unit, set up 
with technology from Empe-Werkc of 
Germany, is close to finalising an agreement 
with Mahindra-Ford to supply door-trims 
for the 'Fiesta' and 'Escort' models. Birla 
Corp is also in talks with Hindustan Motors 
to .supply auto-trims for the latter’s ‘Lancer' 
models. 

The company's share quotes at around 
Rs44 on the bourses, down from around 
Rs 190 at the same time last year. 

KIRLOSKAR CUMMINS 

Over to Cummins 

The leading diesel engine manufacturers, 
the Kirloskars, and the Cummins of the 
USA have finally parted ways with the 
tatter taking over total control of Kirloskar 
Cummins (KCL). As per the agreement 
between the two major shareholders in the 
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Biria Corp Klrlwkar 

March Marck March March March March 

1991 19M 1997 19M 1997 1999 


lacomcAipproprtatMiia 

1 Net ulet 263848 

2 Value of production 266384 

3 Other Income 28232 

4 TmoI iiuiime 294616 

5 Raw moteriali/ilorei and 

(pares consumed ISI009 

6 Other manufacturing expenses 170SI 

7 Remuneration to employees 19859 

8 Other expenses 27914 

9 OptruUnK prtifil 78783 

10 Interest 731 

11 Gnat pnifll 79433 

12 Depreciation 11787 

13 Pn^il before lax 66838 

14 Tax provision 23638 

15 Pri^l after lax 43200 

16 Dividentb 7959 

17 Retained profit 35241 

Llabilitics/assets 

18 Haid-up capital 7059 

19 Reserves and surplus 168111 

2() Long-term loans 20668 

21 Short-term loans 719 

22 Of which bank borrowmgs 719 

23 Gross fixed assets 137360 

24 Accumulated depreciation 76866 

25 Inventories 23339 

26 Total assets/liabilities 296284 

Miscellaneous Items 

27Exciscduty SI873 

28 Gross value added 85533 

29 Total foreign exchange income 16211 

30 Total foteign exchange outgo 25060 

Key nnaocial and pcrformaiirc ratios 

31 Turnover ratio 

(sales to total assets) (9I>) 89 05 

32 Sales to total net assets (%) 133 62 

33 Gross value added to 

gross fixed assets (%) 62.27 

34 Return on investment 

(gross profit to total assets) (%) 26 81 

35 Gross profit to sales 

(gross margin) (%) 30 11 

36 Operating profit to sales (%) 29 86 

37 fTofit before tax to sales (Tt) 25.33 

38 Tax provision to 

profit before tax (%) 35.37 

39 fiofit after tax to net worth 

(return on equity) (%) 24 54 

40 Dividend («) 100.00 

41 Earning per share (Rs) 54.28 

42 Book value per share (Rs) 221.22 

43 P/E ratio (b^d on latest and 

corresponding lost year's price) 15.75 

44 Debt-equity ratio 

(ad|nsied for revaluation) (%) 11.74 

45 Short-term bank borrowings 

to inventories (%) 3.08 

46 Sundry credtlors to 

snnd^ debtors (%) 157.88 

47 Total remuneration to employees 

to gross value added (%) 23.22 

48 Total remuneratioa to employees 

to value of production (%) 7.46 

49 Cross fixed assets fomiatton {%) 12.64 

.50 Growth la inventories (%) 6.41 
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1.3263 

990 
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66755 
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9455 

14523 

12217 

7.371 
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2629 

1919 

1638 

59.376 

836 

6826 

12465 

10579 

17692 

100 

2450 

4600 

42.50 

41684 

7.36 

4376 

7865 

6329 

7959 

611 

1070 

1386 

1188 

33725 

125 

3306 

6479 

5141 

7959 

3056 

.3056 

3960 

3960 

1.32870 

25595 

25707 

25644 

19165 

19472 

17798 

14397 

4.346 

.3349 

1037 

121.34 

9852 

912 

1.345 

1037 

lUOOO 

8267 

912 

1.345 

121947 

76109 

7.3471 

27764 

25478 

65852 

382.39 

.37581 

14855 

13206 

219.34 

14329' 

14063 

13979 

9964 

247.324 

71502 

71225 

47108 

38940 

43133 

14559 

14983 

NA 

NA 

746*? 
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24527 

20632 

17328 

20253 

12.326 

10444 

14627 

10464 
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2633 
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100.00 
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35.00 

.35.00 
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14.32 
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58.40 
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18.27 
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4 7.3 
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40.79 
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25.81 

7.54 

11.87 

10.79 

6.77 

6.77 

32.27 

4.16 

7.13 

8.97 

19.02 

-13.93 

1.89 

15.70 

40.30 

1.18 


company, Kirlmkar Oil Engines (KOEL), 
which has a 25.S per cent stake in KCL, 
will divest I per cent of its holding in 
order to enable Cummins to enhance its 
slake to 31 per cent. The KOEL direaors 
will also step down from KCL’s board. 
KCL is also expected to change its name 
in due course. 

While KCL is the country's leading diesel 
engine manufacturer makingixoducts mainly 
for power generation, construction and 
industrial applications, KOEL is also the 
leading manufacturer of diesel engines, but 
in a different power range - 3-300 HP and 
2,000-8.000 HP - with its products catering 
mainly to the agricultural, power generation, 
and industrial sectors. 

Strangely, this parting of ways comes at 
a time when the company does quite well. 
It notched a 24.3 percent rise in net profit 
on a 21.7 per cent increase in net sales 
in l996-9'7. The company's operating 
profit improved by 15.2 per cent over the 
previous year. While interest charges were 
lower by 17.1 per cent over the same 
period, depreciation charges rose by 17.2 
per cent and tax provision was higher by 
8.2 per cent. 

Earnings per share improved from Rs 16 
in 1995-% to Rs 19.9 while book value 
edged up from Rs 58.4 per share to Rs 74.8 
per share. Encouraged by its performance, 
the company raised the dividend rate from 
30 per cent last year to 35 per cent. 

The company saw its highest production 
of engines to date at 10,147units as compared 
to 9,100 units in Ihe previous year. Sale loo 
was higher at 10.136 units, representing an 
increase of 11.8 per cent over the previous 
year. It also introduced a new engine model 
in the compressor market. The company's 
export earnings improved by 20.9 per cent 
duri ng the year under review with thedemand 
for its V-28 engines rising It is reportedly 
constantly increasing its market share in thit 
engine model. 

KCL has expanded its capacity investing 
in new machinery and strengthening its 
supply base in order to meet the growth in 
demand from the power generation, 
construction and mining markets. The 
company claims that future expon potential 
also looks bright with its plant’s capability 
to produce improved engines in the higher 
horsepower range. There is also an increased 
dpportunity for supply of components and 
engineering services to export maikcis. 
Cummins is now sourcing its worldwide 
requirement-of V-28 high horsepower 
engines from Kirloskar Cummins. 

The computy's shares currently quote m 
around Rs 515 on the Bombay Stock 
Exchange, discounting its 1996-97 eaniiRgi 
per share by a healthy 25.9 thnes. 


NAb not available. 
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NUCLEAR NOTEBOOK 


Three Misrepresentations 

Achin Vanaik 


India's nuclear elite and the members of its so-called strategic 
community carry on with the pretentious posturing that their negative 
and obstructive stand against such restraint measures as the CTBT 
and the Fissile Material Cut-off Treaty are really sincere courageous 
contributions to the struggle for greater nuclear sanity and against 
hegemony. 


THREE impditant developments took place 
recently. The Indian government became the 
Erst anywhere to reject the Fissile Materials 
Cut-off Treaty (FMCT) even before the 
negotiations have begun. To be precise. New 
Delhi has said it will not be a party to a 
FMCT unless it is part of a time-bound 
schedule fur global disarmament. Secondly, 
the US decision to go in for sub-cntical tests 
was seized upon (as was to be expected) by 
the nuclear elite in India as a vindication of 
India's stand on the CTBT, which, of course, 
it is not. Third, recent reports of Chinese 
updating of its medium range missiles and 
of Its nuclear-related collaboration with 
Pakistan were again made, an excuse for 
nuclear tub-thumping by our hawks. 

On the FMCT, India's position was 
anticipated. But by announcing iteven before 
negotiations have started, the Indian 
government also indicated its contempt for 
those negotiations itself, and indeed for the 
concerns and efforts of a whole host of non¬ 
nuclear weapons slates (NNWSs) which do 
take the FMCT seriously. New Delhi's call 
for a time-bound schedule for global 
disarmament is simply to provide (as in the 
case of the CTBT) an excuse and a 
justificalion in advance to cover up its real 
reasons fur not acceding to the FMCT. It is 
because it fears that abiding by this would 
greatly devalue its nuclear option by 
preventing it from accumulating over the 
coming years an adequate stockpile of 
weapons-grade fuel. 

The difference between the CTBT and the 
FMCT is a real and signiEcant one. The 
former is a powerful restraint measure on 
the nuclear weapons states (NWSs) including 
the US and involves a genuine sacriEcc on 
their part. But merely cutting off future 
produclionof Essile materials does not entail 
a sacriEce by NWSs. especially the US and 
Ru.ssia. They have huge stockpiles already 
and there is also the additional weapons- 
grade fuel available from dismantling some 
of their warheads as they are now having 


to do under existing START II agreements, 
with the possibility of mote disarming to 
come. That is why a meaningful FMCT must 
not simply address the issue of cutting off 
production but aim at systematically and 
progressively reducing existing stockpiles 
by, say, an agreed percentage yearly. This 
is exactly what most NNWSs especially 
outside Europe (including Pakistan) want, 
and rightly so. Incidentally, one of the 
countries adamantly opposed to stockpile 
reduction being brought within the aegis of 
the FMCT is - guess which? India. 

Since the NWSs arc strongly opposed to 
stockpiles beuigbrought in, and since merely 
cutting off production, while necessary, does 
not impose a sacriEcc on the NWSs, it is 
vital that the FMCH* issue be linked to other 
concerns. Not in the way India wants, hut 
a linkage nonetheless. What kind oflinkage? 
India's call for a time-bound schedule for 
global disarmament is really putting the cart 
before the horse. Before you can hope to 
even put effective pressure for achieving 
such u measure, you first have to 
institutionalise some multilateral body 
empowered to negotiate andcarry out global 
nuclear disarmament. The body must be 
multilateral and not just conEned to the 
nuclear weapons states or nuclear capable 
slates. All states must be party to the process 
of such disarmament because this is a 
genuinely global issue on which the voices 
of non-nuclear .states must be heard and must 
carry weight. 

There are two real istic candidates for such 
a body - setting up a nuclear abolition 
convention, or the setting up of an ad hoc 
committee to discuss and negotiate global 
disarmament. Both avenues can be pursued 
simultaneously but the chances of having the 
Erst is much slimmer than of get|ing the 
secoitd. Indeed. NNWSs have pushed for 
setting up just such a committee in the CTBT 
negotiations, and if India had been interested 
in playing a leading role among the NNWSs 
it could have pressed for such a body during 


those negotiations as the price to be paid fc 
its accession. Of course, it was neve 
interested in making such an effort and didn’t 
But with regard to the FMCT, many NNWs 
are insisting on linkage between such a treat; 
and the setting up of such a committee, an 
rightly so. While some NNWSs would settf 
as a Erst step, for an ad hoc Committee wir 
simply a discussion (but not a negotiating 
maridate because they want above all, to g( 
such a body into existence for the Erst tint 
ever (itself a major advance); other NNWS 
are pressing for a committee with 
negotiating mandate. The NWSs are men 
amenable to the Erst which could con 
about if enough pressure is brought upu 
them through hard bargaining. Again, Indi 
could have played a leading role in pushiti 
for this but is not interested in making an 
genuine efforts in this regard. At the san 
time. India’s nuclear elite and the membei 
of its so-cal led strategic community carry u 
with the pretentious posturing that the 
negative and obstructive stand against sue 
restraint measures as the CTBT and FMC 
are really sincere and courageoi 
contributions to the struggle for greaii 
nucicarsanity and against nuclear hegemon 

SuR-CarTtrAL Tfsts 

With regard to the issue of sub-cntic 
testing, the claims by the Indian govemme 
and by the country's nuclearclite that ImJu 
stand on the CTBT was vindicated, is simp 
fraudulent. Do these tests violate the leii 
and text of the CTBT? No they don’t. [ 
these tests violate or go against th.- larp 
spirit and wider intention of the CTR' 
They certainly do. Does the carrying out 
these sub-cntical tests render the CTI 
worthless and pointless? Of course, they > 
not. There have been any number of an 
nuclear acii vists and groups in the US, Eurr 
and Japan which have publicly protess 
these sub-critical tests but which ha 
supported (and continue to do so) the CTR 
By contrast, the general reaction of the Indi 
nuclear elite was of the “I told you so” ty 
- a response which is both narrow a 
dishonest. 

Much has been made by our hawks of h 
sub-critical testing, inertial conEnen 
fusion, computer simulation make the m 
for explosive testing in which a nuc! 
chain reaction takes place (which is baw 
by the CTBT) redundant. Prance's U 
Megajoule Project (LMJ) and the ' 
National Ignition Facility (NIF) Project (t 
under planned construction) art seen as 
institutional embodiments guarantceingi 
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radundancy. They are mittdcen. There are 
three aipecu whm it comet to producing 
and deploying nuclear weapons even 
atauming that the issue of having a carrier 
for the weapon inquestion isresoWed. These 
three aspects arc ceiti Hcation, weaponisation 
and development. A bomb may be developed 
but neither weaponised nor certified. Or it 
can be both developed and weaponised but 
not certified which makes its deployment 
highly unlikely but not impossible. What 
then does the CTBT do and not do? 

It rules out all possibility of certification. 
It does not rule out the production of new 
weapons within the existing gejseration ot 
nuclear weapons although it makes it difficult 
to make more than marginal improvements 
in the exi.sting level of technology. So the 
US has produced anew B-61 earth penetrating 
bomb to attack facilitie.s deep underground. 
But the CTBT does rule out not only the 
certification and weaponisation but even the 
development of new third generation 
warheads. 

The US and Russia today operate with 
second generation nuclear weapons. But even 
here, within the range of second generation 
weapons, the CTBT prevents weaponisation 
of low-yield warheads by the US. In the case 
nf Russia, the CTBTprevents boththc devel¬ 
opment as well as the weaponisation of second 
generation low yield warheads. Neither the 
Laser Megajoulc nor the NIK can alter the 
basic restraint on developing third generation 
nuclear weapons imposed by the CTBT. 

So what do these facilities do? They can 
play a key role in the designing of new types 
ot weapons since such designing advances 
arc not preveniedby the CTBT. But forthird 
generation weapons there is an impassable 
barrier between laboratory designing and 
engineering accuracy which can only he 
resolved through a series of actual tests which 
provide the actual data on which crucial 
corrections can then be made. No amount 
of simulated or sub-critical testingcan replace 
the need for actual testing of such weapons. 
Amidst all the 'technical' waffle which the 
Indian hawks throw at the Indian public, this 
IS the hard-core scientific and technical 
reality. So the LMJ and NIP can help the 
nuclear elites of France and the US position 
themselves much better in the future to make 
(he final leap to producing third generation 
weapons provided the CTBT is al some point 
repealed or flagrantly violated. The weapons 
labs and the hawks in the US recognised 
fully the restraining impact of a CTBT and 
that is why they opposed it. They were 
partially appeased by the promise of these 
facilities wluch even others who support a 
CTBT can also want because it niakes a 
future 'break-out' from the CTBT to a 


qualitatively higher level of weapons 
development and deployment that much 
easier. But a 'break-out' there has to be. 
What this shows is not (he irrelevance or 
redundancy of the CTBT but its enduring 
relevance and importance and the necessity 
that it always remain in place. 

Too many of our hawks are not people 
who are genuinely committed to the integrity 
of argument but to salesmanship. They make 
their case for India going nuclear or for not 
signing the CTBT not only on the basis of 
arguments which they believe to be better 
and stronger than those of their opponents 
but also in a much more cavalier way. They 
will use whatever argumems they feci can 
help ‘sell’theircaseand accuracy orintegrity 
of argument be damned. Anti-nuclearisis 
should not mimic this style but argue with 
complete honeity. That is why, while anti- 
nuclearists oppose (he arguments of those 
who say India in its ‘national interest' should 
not sign the CTBT because of China or 
prc.stige or whatever, and would say these 
arguments arc wrung, they would nonethe¬ 
less not say that such arguments are 
disgraceful or dishonest. But what has been 
thoroughly dishonest is the way the genuine 
restraining effects of the CTBT were denied 
by the Indian nuclear elite. 

This genuine restraining effect has already 
been pointed out in thecaseof thirdgenemlion 
weapons. Indian hawks, however, are 
shamefully cavalier not only in regard to 
their claims about what sub-cntical testing, 
laboratory simulation and the LMJ and NiF 
can do in regard to third generation weapons, 
they are also .so in the claims they make for 
how these activities and facilities can be 
relied upon to-produce fourth generation 
weapons. The real truth is that the distance 
in basic physics between third and fourth 
generation weapons is much greater than 
that hclwren even first generation and third 
generation weapons technologies. It is a leap 
into the unknown and nobody knows what 
IS required for their development, 
weaponisation and certification. Therefore, 
no one can say what the precise relationship 
of the CTBT to such fourth generation 
weapons is because no one can say wiih 
confidence today and for a long time locomc 
what the problems and difficulties will 
actually be. presuming the effort to produce 
them carries on. It is not impossible that 
these might be produced without explosive 
testing of the kind prevented by the CTBT. 
But there is no warrant for saying either that 
these can be produced or will be produced 
orthai thcCTBJcannot prevent this. Indeed, 
the most intelligent and sober technical 
evaluation is (hat having a CTBT may or 
may not make it impossible to develop such 


weapons but in any case will certainly make 
their emergence very difficuU, which is a 
good enough reason for having it. In any 
case the emergence of fourth generation 
weapons is an issue of great uncertainty and 
the effort is fraught with immense obstacles 
becauseuf the paucity ufexisting knowledge. 

China 

Recent reports in the US press about 
Chinese deployments of new medium range 
missiles were picked up by their Indian 
counterpart and used by hawks to promote 
their .standard "sec what China is doing to 
us" syndrome. China is alleged to have re¬ 
placed Its CSS-2s by an upgraded CSS-3 
version and this was made out to be a 
matter of great loiiccrn to India. China is 
cng.igcd in modernising its nuclear forces. 
This means replacing liquid fuel missiles 
with solid fuel ones which makes such 
missiles more mobile becausi of various 
technical restraints concerning transport 
and fuelling of liquid-based missiles. 
Specifically, missiles cannot be placed 
hori'/.onially for transporting purposes if full 
of liquid fuel because of fears that this will 
rupture the missile owing to the weight and 
the instability of such fuel. So missiles have 
to be transported empty, then placed in a 
vertical ami completely still position before 
liquid fuel can be injected. This takes time, 
involves a cumbersome set ''f back-up 
taciliiies for luelling to accompany launching 
procedures. Thus prepanng lor launching in 
case of enemy attack is a 'dangerously' time 
consuming al fair. Solid fuel eliminates these 
UillTcultie.s But the more mobile and solid 
fuel CSS'5s that arc replacing the older 
CSS-2s also base a range which is shorter 
by a third, which makes them less useful than 
ever for targeting niqjor Indian cities and not 
just the more easily reached but outlying 
pans of India which are nearer the bases 
from which such CSS-Ss can be launched. 
Thus these new deployments, ironically, 
show less preoccupation with, or 'hostile' 
capacities and Intentions towards. India, 
than before. 

One member of the Institute of Defence 
Studies and Analysis, Swaran Singh, in a 
Times of Itulia article ('US Cries Wolf to 
Scare India', July 26.19*>7) did in fact make 
this point in an indirect way. He correctly 
pointed out that China considers India 
irrelevant to its nuclear planning and does 
not make preparations or deployment with 
India in mind. What neither he nor anyone 
else has pointed out is that the US reports 
of what the Chinese are doing are not the 
only ones that emerged in recent times. A 
few months ago. a small paragnyh a p pe a red 
even in Indian national (English laagiiage) 
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aewspapen reporting Out the Chiaene are 
alteg^ lo have abandoned production of 
throe missiles most dangerous to India be¬ 
cause of their tange. But this brief news item 
was buried in the inside pages. It was not 
highlighted in articles or editorials or even 
picked up for critical dissection by the 
members of our ‘strategic community’. It 
was asif.givinganykindof credence to such 
a report would highlight the possible lack 
of Qiinese nuclear danger to India, which 
in turn would undermine the whole elaborate 
edifice of arguments justifying the keeping 
or exercising of the Indian option on the 
grounds of the “Chinese threat”: which of 
course it does. 

Eric Arnett of the Stockholm International 
Peace Research Institute (SIPRI) in an 
article 'What Threat'in the March/April 1997 
issue of 77if Bulletin ofthe Atomic Scientists 
stated that the Chinese have cancelled 
production of the Dong Feng 25, a missile 
with a 1,700 km range (which had been 
intended to replace it.s outdated Dong Feng 
3A, the first of its missiles deployed in 
1972), capable of striking India but which 
were actually targeted on US bases in the 
Philippines. This cancellation, he argued, 
once again revealed how irrelevant India was 
to China's nuclear preparations. Moreover, 
if the report is conect then it meant China 
hasnomissilescapabicof reaching important 
targets in India. How does this square with 
the reports emanating from the US press? 
Are they compatible? Are the US press reports 
more motivated and therefore likely to be 
inaccurate in part or whole? 

In any case, both reports as they stand and 
when properly evaluated, do not indicate 
hostile intentions or preparations by China 
towards India. Incidentally, has any Indian 
hawk emphasised publicly that China has 
deactivated its nuclear bomber force since 
1984? It has finally closed down its Xian 
Aircraft Corporation, the production centre 
for such bombers. It no longer has any 
bombers capable of reaching India. By way 
of contrast, India's Soviet-supplied Tupolev 
bombers are capable of Hying anywhere in 
China and dropping its currently available 
crude bombs. This doesn’t indicate Indian 
intentions, and the Tuptrtevs are assigned to 
Hy patrols over the Indian Ocean. But it does 
indicate Indian capacities. Should the Chinese 
counter-prepare according to these capa¬ 
cities as sensible military thinking would 
presumably tell them todo, or are they wiser 
not to? 

Since neither Chinese nuclear preparations 
today within its territory nor its past history 
of nuclear behaviour indicate hostility of a 
nuclear kind to India, a much greater burden 
of argument is then imposed on the Chinese 


»iclearcoUiiwnlioawlthMdit»lo|iro^^ 
proof of China’s hostile intentions or 
'caknilaied'planning topotendaUyoractually 
undermine Indian nuclw seoirity. None of 
our Indian ambiguists or hawks are prepared 
to point out that if it is this CSrinese-Pakistani 
nuclear-relaled relationship that most worries 
India, then the best way to eliminate this 
potential or actual danger is logo along with 
a South Asian ^uclear Weapons Free Zone 
since that takes care of all dangers of a 
nuclear threat from Pakistan ‘aided or abetted' 
by China. No, such acourse, we are repeatedly 
told, is disastrous because of the potential 
Chinese threat from within its own territory, 
although evidence of such a threat can only 
be based on an assertion of China's capacities 
in the abstract, and on nothing else. 

But let us put this Chinese collaboration 
with Pakistan on nuclear-related matters 
(i e, with regard to missiles, and with regard 
to civilian nuclear facilities which can also 
produce weapons grade fuel as a by-product 
of its civilian power production) into proper 
perspective. This, of course, our hawks will 
mostly not do because of their vested interest 
in crying wolf in order lo push India into 
exercising ilsoption.orfailing that,lofurther 
develop thequantitativc and qualitative level 
of its bomb option. There have historically 
been three kinds of nuclear relationships 
between countries. 

First, there are those relationships which 
come closest to being characterised as 
'nuclear alliance' relationships. The two his¬ 
torical examples of this type have been the 
US-Britain relationship and the Chino-So viet 
nuclear relationship of the t9S0s. In both 
cases, the senior partner has been adamant 
in not sharing its most important nuclear 
secrets and technologies. Britain has been 
kept as a lapdog, dependent on latest US 
weapons, e g, today on the Tridem. The 
former USSR refused to help China produce 
the bomb, which became a major factor in 
promoting the subsequent Sino-Soviet split. 

The second type of relationship has been 
a nuclear patron-client relationship. The 
closest approximation tothis is the US-Israel 
nuclear relationship. Neither the Chinese- 
PakistannortheUS-Pakistan nuclear-related 
relationship has been of this kind. It is truly 
amazing how so many ex-diplomats, ex¬ 
soldiers and ex-bureaucrats who should k now 
the importance of language and nuance have 
not had the slightest hesitation in trying to 
make out that iheChina-Pakistan relationship 
has been of an alliance or near-allianA type. 
Even the general political relationship 
between these two countries has changed 
greatly after the end of the cold war and the 
colfapseof the former Soviet Union. It made 
sense for Chi na to pursue a closer relationship 


wM PaUMa WlM lilt IIS8R ww iMk 
a doser relarioRaliip wRk Indit a* a couffl 
weight to China. That «a it gone and 
such political weight of the older level f 
now be put on the cunem China-Pakisi 
connection. 

The third and most common type 
nuclear-related associatkm it one simply 
nuclear (jo-operalion and mutual trade a 
technology benefils, with at most, min 
political spin-offs. It is of a kind that mai 
countries engage in, be it Germany ai 
Argentina. India and Russia, China ai 
Russia, etc. Should Russian-Indian coll 
boration to set up nuclear reactors and 
have the latest Sukhoi-30s be seen I 
Islamabad as evidence of a near-nucic 
alliance between the two countries tfa'iect 
against Pakistan? Does the fact that t 
Russians are today supplying SS-18 ballitt 
missiles and Cruise missiles toChiru indict 
a near-alliance relationship? The simp 
reality is that China has long been prepan 
to sell its nucicarrelated expertisefforsettii 
up nuclear power generation or for supplyir 
parts) and its missiles and general armamen 
to any number of countries that are willir 
to buy them. It has sold missiles to Sau 
Arabia and Iran. It has nuclearly co-operatc 
with not only Pakistan but Algeria and olh 
countries keen on expanding nuclear ener; 
production. 

One extraordinary argument put forwui 
hy a well known Indian hawk, who be 
exemplifies the point about the concern h 
salesmanship repeatedly overcoming ih 
scruples for sound and sober argument, i 
the claim that China is engaged along wit 
Pakistan in an effort to improve its political 
strategic connection with key west Asia 
countriesand that this has a political-strated 
consequence for India. Unfortunately l<j 
such irresponsible speculation (ar' 
conventional realist thinking or so-callc 
strategic thinking is invariably of a hign 
speculative and superficial type) the count 
with which the Chinese have the stronge 
military relationship of buying and sellit 
arms is Israel. One might as well equal 
irresponsibly speculate that Chinais pursuit 
a political-strategic relationship with Isri 
implicitly aimed at other Islamic west Am 
states. 

The basic point is that far too much of wl 
passes for sensible strategic evaluation 
Chinese nuclear behaviour with Indu 
neighbours is nothingof thekind. It is neif 
objective nor balanced evaluation hui 
unbalanced and irresponsible speculation 
a strongly motivated kind; motivated by 
need to paint a picture of “strategic Ihrer 
so as to justify a more hawkish stand 
India’s part in regard to the nuclear i» 
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EW DELHI 

^or a Date with Clinton 

M 


is not clear what anxiety has impelled the Indian prime minister to 
wh aside all protocol considerations to seek a meeting with 
'esidenl Clinton. Unless he is able to swap dates with the leader of 
t accommodating country, Giyral may have to give up the idea of 
ddressing the UN General Assembly. But in the prime minister's 
:heme of things the brief meeting with Clinton has taken precedence 
.>er everything else. 


HE prime minister, I K Gujral, has 
istinguished himself as a flip-flop artiste 
politics. He has established anunbeatabic 
cord in his briefinnings as prime minister 
making public statements which he or 
)mebody else on his behalf has promptly 
:nied, often within a few hours, 
(traordinary agility and ingenuity as well 
flippancy has been displayed in explain- 
away or obfuscating his contradic- 
ry positions on issues of vital public 
mcem. He remains unabashed, however, 
-obably because he believes himself to be 
.lever politician. Considenng his tenuous 
isition at the head of the government, he 
ay feel free to enjoy what is universally 
garded as a passing incumbency. In any 
ISC, he is not likely to last a full term and 
adily concedes that he can neither hope 
ir try for a second term. Whether thete 
a wider and more disconcerting purpose 
the way he is functioning or non- 
nctioning is a mystery. But there is reason 
be uneasy about what is going on in New 
dhi. 

These forebodings have deepened alter 
e latest bout of statements of Gujral, made 
id retracted or reiterated, accompanied by 
hat may be regarded as frivolous 
.ilanations. This concerns his visit to New 
ork to meet president Clinton. The Final 
cision, after an extraordinary rigmarole. 
IS been that Gujral will, after all. go to 
Jw York for the meeting on November 
'■ as desired by Clinton. Clinton who will 
dress the UN general assembly on that 
y has a tight schedule and reports suggest 
at he may spare just about half an hour 
r Gujral. And yet Gujral is so keen to meet 
i nton that he has brushed a.side his personal 
convenience and protocol considerations 
suit the US president's convenience. It 
not clear what urgency and anxiety has 
ipdled Gujral to do so. Ginton, on his 
(1. hat not cared so far to invite Gujral 


for a more leisurely and dignifled meeting 
for substantive and meaningful discussions 
in Washington. The manner in which the 
meeting in New York has been arranged 
indeed gives the impression of summons of 
an overlord for giving peremptory orders 
which the vassal had to faithfully and 
gratefully comply with. Gujral, unless he 
IS able to swap dates with the leaders of 
some other accommodating country, which 
appears unlikely, may have to give up the 
idea of addressing the UN general assembly 
on November 30. But in Gujral’s scheme 
of things the brief meeting with Clinton 
seems to enjoy precedence over all else. 
This IS indeed extraordinary. 

Noteworthy too is the fact that when 
Clinton's summons to Gujral were first 
hinted at, the ministry of external affairs 
made pompous statements 'rebuffing' the 
very idea. It was not India's priority, it was 
assened. There was much tough talk on the 
flare-upofthc line-of-control in Jammu and 
Kashmir too. This soon subsided. What 
exactly happened is not yet clear. But the 
bilateral talks on improving India-Pakistan 
relations have been pul on the back burner 
by Clinton asking the prime ministers of 
India and Pakistan to meet him in New York 
on the same day, September 22. when he 
will be there to address the UN assembly. 
Kashmir should not be on the agenda for 
these talks. Gujral initially made loud noises 
on that. This was a facetious exercise. He 
has resiled from his earlier position and will 
now hold talks with Shanf as well in New 
York. The set-up is now clear. It is meant 
to display the 'heavy presence' of the US 
in south Asia. Gujral is evidently overawed 
by it. An informal 'trilateral' arrangement 
and US mediation for the settlement of the 
Kashmir dispute between I ndia and Pakistan 
has been initiated. It would be wrong not 
to give due attention to the subservient and 
puerile behaviour of the ruling coterie in 


India utd Pakistan in their relalio n il i ipa 
with the US or to make a virtue of the 
recently proclaimed slake of the US in aoiith 
Asia in order to bargain for a pre ferred 
position for India on the right side of the 
US against Pakistan which is supposed to 
have enjoyed the blauings of an 'alliance' 
with the US for a long time. There is bogus 
talk such as that “India is now in a position 
to convince the US to review its strategic 
alliance with Pakistan because of the China 
factor”, as a senior external affairs ministry 
official is reported to have solemnly said. 
To invoke the China factor in the hope of 
standing on the right side of the US exposes 
the extent to which India has already come 
under US domination. Gujral seems to be 
ready to openly push ahead on that course. 
That he enjoys little political-popular 
support in India does not seem to deter 
him. 

That the ardent advocates in India of the 
so-called new world order ordained by the 
G-7 led by the US among whom Gujral 
must now be squarely identified, ha ve started 
to even reinterpret and embellish the two 
hundred years of colonial exploitation is 
not without significance either. I K Gujral 
has thought it fit to publicly make a 
distinction between benign 'colonial rule’ 
in India in contrast to the tyrannical 
colonisation of Africa. Since the punching 
in 1991 of the structural adjustment 
programme for liberalisation, privatisation 
and globali.sation of the Indian economy, 
its votaries among politicians, academics, 
profes.sionals and media persons have tended 
to make adjustments in their views on the 
freedom movement m India, its ethos, history 
and commitments. Their cosmopolitan 
outlook, openness to alien influences, 
ideological and political, is inspired by 
anxiety for the smooth progress of the 
so-called structural reforms. It is logical, 
theretore, that the long-held nationalist view 
that foreign colonial rule was responsible 
for holding up the industrialisation of 
India and drained away Indian wealth 
should be questioned by them. The typical 
manifestation of this stance is to dismiss in 
particular the 'knee-jerk notiim' that because 
East India Company colonised India 
foreign capital was bad for India. They 
wholeheartedly believe that multinational 
corporations would bring prosperity to India. 
The extension of this line of reasoning is 
that the US. as the sole superpower should 
be regarded as the strategic supporter of 
India and role model in all matters. econooHc, 
social, cultural and political. 
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The central premise that has been 
attempted by the globalisets in India and 
abroad is that unimpeded growth of 
economic and political power of entrenched 
vested interests in a handful of the 
industrially developed countries, the group 
of G-7 led by the US, is the first condition 
for benefits to percolate down to the 
developing countries. This is in tune with 
the sentiments of a small crust of vested 
interests in the dcvelopin" countries as well. 
This is indeed the distinction between direct 
colonial rule and neo-colonial exploitation 
and domination. 

A thin upper crust in India's economic 
and social structure - the comprador big 
business and its hangers-on among 
politicians, bureaucrats, professionals and 
intelligentsia - has therefore been induced 
by a variety of ways and means to actively 
associate with the G-7's campaign fur the 
new world order. Hence the seemingly 
inmxruous. reinterpretation of direct colonial 
rule to put a gloss on it. It is a disgusting 
attempt to glorify the reimposition of new- 
colonial rule in India and all the developing 
countries. 

The hankering by interested quarters to 
find a place fur India in the new world order 
being promoted by the G-7 led by the US 
is to create a strong urge in a thin upper 
crust in Indian society toquestion the Indian 
slate as an independent identity. The ruling 
coterie and its publicists do not let pass 
opportunities to deride the concept of India's 
sovereignly. "Infantile assertions of an 
abstract sovereignty, in which some among 
the Indian intelligentsia often indulge", it 
has been slated, “cannot alter the reality that 
a country living outrageously beyond its 
means has to pay a price”. “While keeping 
the US in good books (sic) is an unavoidable 
compulsion, the political leadership assisted 
by its bureaucratic advisers is doing a good 
job of making a virtue of necessity", it has 
been argued. This state of affairs has not, 
of course, come about suddenly. The aim 
is to create a sense of fatalistic acceptance 
among influential circles in India of neo- 
colonial dependency as the basis of their 
prosperity and security. 

The flaunting of the banner of a medium- 
level developing country and the fascination 
for India playing the role of a regional 
power are meant, in this context, to hide 
this truth. It is a cause for friction with 
neighbouring countries as well. The drive 
to adjust to the demands of the G-7 in the 
name of economic growth and moder¬ 
nisation has led to the sacrifice of the 
principle of even reciprocity in favour of 
the developed countries, let alone non¬ 
reciprocity earlier rightly claimed by the 
developing countries in economic exchanges 


with the developing countries as 
compensation for long years of colonial 
exploitation. The developed countries are 
now welcome to arrogantly impose trade 
sanctions, introduce conditionality clauses 
on technology and capital Hows and raise 
protectionist barriers to their advantage. In 
pursuit of the structural adjustment 
programme as delineated and enforced by 
the international financial institutions - 
IMF, World Bank andGATT-{the position 
of India has, therefore, tended to be 
marginalised even among the developing 
countries and the solidarity of the south has 
been undermined. 

The question of active and full 
participation of the developing countries in 
the decision-making process in the world 
order is certainly very ticklish. It is not 
enough to make noi.ses about enlarging 
facilities for easing the balance of payments 
d 1 1 ficulties of the developing countries. The 
fact to be reckoned with is that the 
management and control of institutions and 
agencies, such as the World Bank. IMF and 
GATT, through which these facilities are 
operated, though open to universal 
membership of all stales, are structured in 
the manner of joint stock companies, in 
which major shareholding ensures for the 
developed countries the control and 
management of these institutions. The 
developing countries do not really enjoy the 
status of full members but of observers 
who may cajole and persuade but remain 
outside the pale of decision-making. The 
UN Security Council too is the preserve of 
big powers. The idea of India canvassing 
for a seat in the Security Council is futile 
in the prevailing correlation of economic 
and strategic forces in the world. India 
may find accommodation only if it accepts 
the position of a pliant protege of the US. 
The implications of the structural adjust¬ 
ment programme in return for credits to 
case the balance of payments crunch 
launched in 1991 and the manner in which 
it has been implemented since have indeed 
been far-reaching and must be understood 
in the wider context as a grave threat to 
India's economic as well as political 
independence. 

It was proclaimed that the so-called 
economic reforms initiated in 1991 would 
dislodge the vested interests from their 
entrenched positions in the Indian economy, 
society and polity which they occupied under 
the failed experiment in planned socio¬ 
economic development. But the tag to tMs 
publicity gimmick is that in order to be able 
tobreak the resistanceof the vested interests, 
the Indian market must be opened up for 
benevolent external forces, economic and 
political. The benevolent external forces 


which were relied upon for this purpose to 
begin with were exceptional credits 
advanced or arranged by international 
financial institutions, subsequently direct 
foreign investment with multinational 
corporations given a free hand to shake up 
the stagnant Indian economy, and it is now 
regarded as both necessary and desirable to 
find a niche in the global political-strategic 
anangments under the so-called new order 
which is being feverishly set up by the US 
and its allies. 

The pressure of entrenched vested 
interests, domestic and foreign, which have 
acquired in the 1990s enormous economic 
power and strategic leverage has 
unquestionably overwhelmed the func¬ 
tioning and policy-political responses of 
the UF government headed by I K Gujral. 
This has indeed become a condition for its 
survival. The prime minister as the 
nominated leader of a motley crowd of 
politicians is not in a position to manage 
increasingly ticklish problems of mass 
concern or of external relations. Even the 
managed media, which Gujral is very keen 
to have on his side and which is habituated 
to showing special indulgence to incumbent 
prime ministers has begun to question his 
leadership credentials. 'The ruling coterie in 
India might have entertained the smug 
expectation, when it agreed faithfully to 
make economic policy adjustments based, 
above all, on opening the Indian market to 
foreign capital, in particular multinational 
corporations, that it will enjoy a cosy place 
in the political-.siratcgic designs of a handful 
of the developed countries, in particular the 
US. Thi.s has turned out to be a delusion. 
India has actually been subjected to brutal 
pressures and arm-twisting on a wide- 
ranging basis - economic, social and 
political-strategic- in the last six years. The 
emphasis in the implementation of the 
so-called structural adjustment programme 
has been gradually shifted by foreign 
powers and their global institutions from 
economic policy adjustments to adjust¬ 
ments in political-strategic areas, towards 
establishing their political hegemony in 
countries which are entangled in the 
so-called structural adjustment of their 
economies. India is beginning to attract 
their special attention in this context. Hie 
public statement by president Clinton of 
his intention to make the “heavy presence" 
of the US felt in south Asia is ominous. 
People must be mobilised for active 
resistance against US intrusion in all fortru 
and areas to pre.<ierve economic and political 
independence of India. This is a task of 
overwhelming importance and urgency 
in the SOih year of India’s political 
independence. 
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Ive Decades of Underinvestment 
Education 

ndhyaiaBGTilak 

e need for strengthening the resource base for education is 
vious. But the solutions that are being thought of are dangerous, 
•ither student fee increases nor the excessive reliance on external 
'istance for primary education is appropriate. A closer examination 
policy choices is urgently needed. 


SPITE recognising education as a ‘critical 
estment for national survival',the pattern 
inancing education in India during the 
years of independence has not been 
isfactory. The pattern of financing edu- 
on in an economy can be judged in terms 
idequacy, equity and efficiency. On all 
three counts, India's performance has 
n mixed, featuring impressive achieve- 
its on the. one hand, and conspicuous 
ures on the other. On balance, the Indian 
cation system is characterised with a 
ne degreeof underinvestment. This anicle 
uses exclusively on issues relating to 
incing education, though such a treatment 
ns to be toonairow in focusto understand 
interrelated dimensions of education 
ances arc only a necessary, but not a suf- 
ent, condition for proper development of 
cation. Given the .spare constraint.s here, 
focus on the necessary condition only. 

Illisohy Growth 

1 absolute terms, the increase in 
enditure on education in India during the 
'cars of independence is very impressive: 
educational expenditure increased in 
’em prices from Rs 55 crore in 1947 to 
25.000 crore as per the latest available 
istics - a phenomenal 450 times increase, 
this impressive growth is belittled by (a) 
d growth in population, (b) phenomenal 
'case in student numbers, and above all, 
:scalaiicn in prices. The real increase in 
enditure per student has been rather very 
Jest. 

iOoking at the decadal trends in real rates 
lowth in publicexpenditure on education. 
niHices that the 1950s was a penixl of 
id growth in total expenditure on 
cation; and the 1960s was also a very 
uurahle period for education, as in many 
eloping and developed countries of the 
'Id. The global disenchantment with 
cation, partly attributable to growing 
cated uncmployrnem on the empirical 
le. and the emergence of screening and 
Jentialism theses on the role of education 
he theoretical fmnt.causcdagreat setback 
the ^owth of expenditure on education 
ng the 1970s in the third world. India 
had also a similar experience. The 19K0s 


marked the revival of faith in education. 
‘Human resource development' had became 
a favourite slogan by the mid-1980s, and 
education was regarded as an inqxirtant com¬ 
ponent of human (resource) development. 
Expenditure on education increased during 
the l9K0satareasonablyhighrateofgrowth, 
particularly compared to the preceding 
decade. There have been systematic efforts 
to increase the allocations in the 1990s, but 
ai the same lime, the effons are confronted 
by economic reform policies including 
stabilisation and structural adjustment that 
.seemed to have very seriously affected the 
public ull(K'ations tocducation. The financial 
crisis in education became transparent, and 
the decade of the 1990s seems to be a decade 
ut containment as far as public financing of 
education in India isconcemed. On the whole, 
SI) hir, the rate of growth - both in total and 
per capita - have not reached the levels of 
the 1950s. Secondly, the rate of growth ot 
total expenditure on education during the 
last five decades is marginally higher than 
growth in national economic indicators. 

A nation's priority to education is ref¬ 
lected in the proportion of national income 
devoted to education. Again there has been 
an impressive increase in the proportion 
from about one per cent at the time of 
independence to about 3.5 per cent in the 
most recent years. Immediately wc also note 
that this proportion is less than (a) the 
requirements of ihc education system to 
pmv idc rca.sonablc levels of qual i ty educat ion 
to all Ihc students enrolled presently, (b) the 
requirements of the system to provide 
universal elementary education of eight years 
for every child of Ihc age-group 6-14, and 
consequent growth in secondary and higher 
education (which is csiimaled to be much 
above 8 per cent of national income), (c) the 
long-overdue recommendations of the 
Education Commission (1966), the resolve 
made in the National Policy on Education 
1968, reiterated in the National Policy on 
Education 1986and the revised Policy! 1992) 
to invest 6 per cent of national income in 
education, and (d) the proportion of national 
investment in education in many other 
developing, leave alone developed, countries 
of the world, including Africa. India ranks 


98 among the 166 couniriea on which such 
data are available in 1995. 

The relative importance given loeducation 
in the Five-Year Plans has been declining 
gradually over the years - from 7.9 per cent 
in the First Five-Year Plan, to 2.7 per cent 
in the Sixth Five-Year Plan. Thanks to the 
National Policy on Education l986.itisonJy 
during the Seventh and the Eighth Five-Year 
Plans, this declining trend was reversed. The 
Eighth Five-Year Plan allocation was quite 
high, 4.5 per cent: but it is still much less 
than the proportion allocated in the First 
Five-Year Plan. It appears thus there are 
three important phases in the allocation of 
resources tocducation in the Five-Year Plans. 
Ouri ng t he first t hree Fi ve-Year Plan periods, 
the allocation to education had been more 
than 5 per cent. Even though it declined in 
the second plan, the decline was immediately 
checked in the third plan. The second phase, 
consisting ot the Fourth. Fifth and the Sixth 
Five-Year Plans, was characterised by a 
consistent decline in the plan allocation to 
education. The Seventh and the Eighth Five- 
Year Plans formed the third phase when 
efforts were made to check the declining 
trend and to substantially increase the 
allocation to education. One can only hope 
that the efforts willcontmueduringthcNimh 
Five-Year Plan and beyond. 

LoriiDiiu Priorities within Edixation 

An analysis of mtra-secioral allocation of 
resources m India dunng the plan period 
shows a lopsided emphasis on not only 
elementary i^ucaiion. but also on other layers 
of education. A frequent and inexplicable 
shift in priorities is quite obvious. In the First 
Five-Year Plan. .56 per cent of the total plan 
resources to education were allocated to 
elementary education. 13 per cent to 
secondary,9 percent touniversity education 
and 13 per cent to technical education. The 
relative importance given to elemr ntary 
education declined to 35 }'cr cent in the 
second plan, to 34 per cent in the third plan, 
and gradually to 30 per cent in the sixth plan. 
It is only again dunng the Seventh and the 
Eighth Plans significant efforts were made 
to increase the allocation substantially, 
though Ihc Eighth Plan allocMion (42 per 
cent) was still l£ss than the corresponding 
one in the first plan in percentage terms. The 
share ot other levels, excepting technical 
education, experienced asignificaiu increase, 
though the increase is ndf smooth until the 
Sixth Plan. In the First Plan only 13 percent 
of the total ^educational expenditure was 
meant for secondary education and by Second 
Plan it increased to 19 per cent whereas that 
for university level increased from less than 
one-tenth to nearly one-lifUi in the Second 
Plan, to about one-fourth in the fouttit and 
fifth plans, reduced to about one-fifth in the 
Sixth Five Year Plan, and then leemstohawe 
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been drastically reduced finally to seven per 
cent in the Eighth Rve Year ^n. The zig¬ 
zag pattern of financing various levels of 
education reflects the confused state of 
priorities in allocation of resources. 

Elementary education was given a boost 
in the Seventh and the Eighth Plans. This 
boost seems to have been possible with severe 
cuts in plan resources forsecondaiy and higher 
education. With imcmational and domestic 
pressures for the development of primary 
erfcication, secondary and higher education 
may become major victims of budgetary 
squeezes; but with expansion of elementary 
education on the one hand, and economic 
reform policies including globalisation and 
international competition on the other, the 
need for rapid expansion of secondary and 
higher education will also be felt soon. 

Thus the plan period can be divided into 
. four phases depending on the pattern of 
intra-sectoral allocation of resources to 
education, viz. Phase I; 1951-56 (the First 
Five-Year Plan period) that witnessed a 
substantial part, nearly three-fifihs, of the 
total plan educational resources, being 
allotted to elementary education, i e. high 
priority was given to elementary education 
and a low priority to higher and technical 
education. The period favourable to 
elemenuuy education ended with the end of 
the First Five-Year Plan. Phase 11 {1956-69, 
the period covering the Second and the Third 
Five-Year Plans, and the annual plans) 
muted the beginning of a drastic decline 
of resources allocated to elementary 
education and a doubling or trebling of 
resources allocated for higher education. It 
may also be noted that the overall 
developmental priorities also changed with 
the beginning of the Second Five-Year Flap. 
Relative emphasis shifted from the 
agricultural sector in favour of the industrial 
sector. Industrial development required 
manpower, and higher education was for the 
supply of manpower. Accordingly, expen¬ 
diture on higher education was increased 
considerably. It reached a proportion of 24 
percent by 1967-68, whilethecorrespoiKling 
figures for elementary education showed a 
decline from 56 per cent in First Plan to 17 
percent in l966-67.Phaselll:the post-1968 
policy period (1969-1986) show^a slight 
reversal of these trends. The proportion for 
elementary education showed an increasing 
trend and that for university and technical 
education showed a gradual decline. This 
nuy be attributable partly to the Education 
Commission's (I9M) concerns, and the 
‘National Policy on Education 1968' that 
laid emphasis on elementary education on 
the one hand, and partly due, on the other 
hand, to the growth of educated un¬ 
employment, the mismatches in the labour 
maAet, and resulting social unrest. Finally 
phase IV: the post-1986 (policy) period. The 


yearl986matkitheb^nnlngofthe renewed 
emphasis on elemeniary education, with the 
formulation of the ‘National Policy on 
Education (1986)', and with the ‘operation 
blackboard’ and similar other programmes 
launched by theunionand state governments. 
The allocation for elementary education was 
stepped up significantly during the Sieventh 
Plan, and the Eighth Five-Year Plan 
continued the trend. 

The resources allocated to secondary 
education showed that after an initial jump 
from 13 per cent to 19 per cent between the 
First and the Second Five-Year Plans it got 
relatively stabilised. However, it is to be 
noted thiu though the third phase showed 
marginal improvements so far as elementary 
education is concerned, it has yet to go a 
long way to reach the proportion that it 
obtained in the First Plan. While univer- 
salisation of elementary education has been 
becoming an increasingly toughertask, caus¬ 
ing repealed postponement of the goal, the 
relative priority given to elementary edu¬ 
cation in the total educational expenditures 
has gradually declined over the successive 
five year plans. Had the pattern of intra¬ 
sectoral allocation of resources in education 
sector adopted in the First Five-Year Plan 
continued, universalisation of elementary 
education would have been an easy task, if 
not already accomplished by now. 

Meagre Resources for Qualitv Inputs 

Further, the capital expenditure on 
buildings, libraries, equipment, furniture, etc. 
forms a very small proportion, 2 per cent, 
of total expenditure onelementary e^calion. 
That many primary schools are run in open 
space, 'kachcha' buildings, inadequate 
rooms, etc, is a clear reflection of the severe 
degree of underinvestment in education. 
Expenditure ort fixed capital such as build¬ 
ings. however, increases with increase in 
levels of education. On the whole, formation 
of fixed capital in this human capital industry 
such as buildings takes place at a very slow 
pace. The stow pace may be justified, as the 
capital needs of the education sector might 
decline with fewer new schools being needed 
and opened, as there exist already schools 
in almost every habitation. But it should be 
noted that the backlog in terms of buildings 
isstillalarmingly high.astheNCERT reports 
of the All-India Educational Survey reveal. 
Very often not only schools, but also colleges 
and even universities are found with no basic 
infrastructure facilities like buildings, 
furniture and equipment. Thus the present 
pattemof spendingdoes not contribute much 
to physical capital formation. * 

Of the toul recurring expenditure on 
education, particularly primary education, 
teachers’ salaries amount to more than 95 
per cent, and expenditure on the salaries of 
the non-teaching staff form the next largest 


proportion, 2-3 per cent. All odier hemi, 
including teaching learning material like 
apparatus, chemicals, books, libraries, and 
others like firuuidal incentives,games, sports, 
etc, receive negligible amounts. Teachers’ 
salaries increase as a proportirat of the total 
recurring expenditure, at otm goes down the 
educational ladder. Even in case of higher 
education, financial allocatioru toinputsthat 
have strong bearing on quality such as 
libraries, laboratories, teacher training, etc. 
are small. This pattern of financing is in 
contrast to research evidence available that 
demonstrates significant eflectsofinvetunetH 
in non-salary items such as textbooks, 
externalities associated with which are 
immense, and other teaching-learning 
material on the quality and overall efficiency 
of education systems in developing countries. 

More than the changes in numbers, the 
changes in policies and approaches towards 
fi nanci ng educauon are noteworthy. Most of 
the recent policy debates have been around 
the question: who should pay for education? 
This is in contrast to the post when questions 
relating to financing of education revolved 
around improving the mechanisms ot 
allocation of public resources to education. 
The economic reforms have added further 
dimensions to this question. With an 
increasingly strongopinion that welfare state 
is dead, the conventionally strung role of the 
state in financing education is under attack. 
‘Public good' nature of education is no more 
recognised as an important aspect: education, 
higher, Jucation in particular is regarded as 
a ‘non-merit’ good, public subsidieson which 
could be drastically reduced, ifnot eliminated 
altogether. 'Privatisation' of education is no 
more considered undesirable; in fact, it is 
argued to be offering an effective solution 
to major educational problems. 

Privatisation which was rtot a respectable 
term in education in 1950$ and later, if not 
a taboo, became a fashionable slogan for 
the 1990s and beyond. The case for public 
financing of education is being questioned, 
though the nature of education and the 
principles of finatKing education have not 
changed. Policy debates on improved 
allocation of resources are being replaced by 
discussion on how to adopt various strategies 
of cost recovery. Measures such as fees 
which have been either symbolic or served 
only a marginal role in financing education 
are being viewed as the most important 
potential source of funds for education. 
Discussions on fee reforms that used to be 
confined to higher education have started 
sneaking into secondary and primary 
education as well. Consideratioiu fsi; equity 
i n education are gl vi ng place to considerafions 
of efficiency. The poor do not figure 
prominently any more in discussioni on 
financing education, as if education is a 
‘luxury good' meant for the rich only 
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Marketiudofl hat become the order of 
tbeday. External aaiictance to primary 
education which was muted In the earHer 
decadci has been a dominant feature of 
financing primary education in the 1990s. 

Privatisation of education is also 
increasingly viewed by some as an effective 
solution to the problem of finances. The 
government seems to be encouraging 
privalisaiionofallkinds.patticulaf1y opening 
up of private schools with no stale support, 
and increased relianceof government schools 
and colleges on private resources. Experience 
has shown that private schools rarely ease 
the financial burden on the part of the 
government, besides creating a dual system 
of education; one for the rich artd another 
for the poor. Further, the mechanism of state 
aid comributed to enrichment of private 
schools and pauperisation of government 
schools. It is too costly to overlook the 
valuable experience of our own and of 
others. 

The need for strengthening the resource 
base for education is obvious. But the 
solutions that are being thought of are 
dangerous. Student fee is increasingly viewed 
as a potentially important source of finances 
for location. It should be realised that in 
few developed countries this has been the 
case. For instance, about IS per cent of the 
recurrent costs of higher education in India 
are recovered from students in the form of 
I fees; the corresponding proportion is the 
I same in public universities in the US and 
I much less in many European universities. 
Scholarships and student loan programmes 
have not served as an antidote to the regressi ve 
effects of increases in tecs, besides their 
being associated with administrative and 
structurally inherent weaknesses. 

In addition, universities are being required 
lo generate resources on their own from non¬ 
governmental sources. This might lead to 
tntroduction of more and more ‘marketable’ 
self-financtng courses and eventually may 
distort the academic priorities of higher 
education institutions. Heavy reliance on 
external assistance for primary education 
may create further problems of not only 
external indebtedness, but also with respect 
to sustainablity of primary education 
programmes, in addition to other cultural 
and administrative problems. 

Lastly, excessive reliance on community 
and household contributions for financing 
educaiion.elementaiy education in particular, 
may also create new problems, in addition 
to it being not in the true spirit of the 
Constitutional Directive of ‘free' and 
‘compulsory’ education for all, which is 
being made a ‘fundamental nght' in the 
Constitution, according to the recent effoiu 
of the government of India. There is also a 
danger that the voluntary nature of such 
contribmions may be replaced i n practice by 


‘compiiliory luttun*. Further, this might 
create new regional inequalities, as the 
communities that carmot generMe resources 
will be left behind those that can generate 
resources. All this stresses the need for * 
close examination of policy choices - their 
pros and cons, and unfortunately in our rush 
to approach the 21 St century, we do not seem 
to have time for such an examination. 

CoNCLUDWC OeseavATioNS 

The idea of .this short article is not to 
present a dismal picture of financing of 
education in India. The objective is to stress 
that the achievemems we have made, how¬ 
ever impressive they are, are only meagre 
achievements and we have miles to go. 

To briefly recapitulate, expenditure on 
education in India has increased remarkably 
and Its relative share in the total government 
expenditure on education has also increased 
from less than 40 per cent at the time of 
transfer of power from colonial rulers to 
independent government in India to more 
than 85 per cent in the recent years. 
Consequently, the shares of all other non¬ 
governmental sources havedeeffned steeply. 
The significant growth of public expenditure 
on education and the consequent relative 
decline in the shares of fees and other non¬ 
governmental sources was a deliberately 
chosen policy of India after independence. 
This policy has,paid rich dividends in terms 
of massive expansion of the system at all 
levels, making the education network the 
second largest in the world and creaihig the 
third largest reservoir of scientific and 
technical manpower in the world. The policy 
has improved access to education at all levels; 
even higher education was transformed from 
an elitist system of the l9S0s to mass based 
higher education by the 1990s. These are no 
meagre achievements and in fact there are 
many such achievemems. All these achieve¬ 
ments are possible, inter alia, due to the clear 
policy adopted in favour of generous public 
financing of education. But these achieve¬ 
ments are not adequate for India to survive 
as a great nation, to take the nation to the 
21st century, and to make India a strong 
nation in the increasingly globalised world 
economy with stiffintematioiul competition, 
as India accounts at the same time for the 
largest number, of illiterates in the world. 
India may be the only one country that is 
trying to approach the 21st century with the 
bulk of her population being illiterate. After 
all, the removal of illiteracy was not only a 
dreamof the father of the nation, but was also 
one of the commitmems that the nation has 
made in the midnight speech of the first prime 
minister SO years ago. The Constitutional 
Directive of providing free universal 
elementary education remains as the most 
conspicuous failure of India diving SO yean 
ofindependence and no signs ofiis fulfilment 


could be noted until the early next century, 
at theeariieiL Rural ufbsiinequalitics, gender 
differences, diffetences by caste - all have 
decreased, but they are still sizeable. 
Enrolment ratio in higher education is a 
meagre S per cem of the eligible age-group 
population, while an enrolniem ratio of 20 
per cent in higher education teems to be a 
threshold level for an economy to become 
an economically advanced country. 

Thus the unfinished tasks arc stupendous 
and the neo-liberal solutions of financing 
education that are being talked about to fulfil 
these unfinished tasks may not produce 
healthy results in the long run. Indeml there 
are no choices; India has to scale up her 
investmentsineducation significantly to fulfil 
some of her modest goals in education and 
the government cannot shirk its res¬ 
ponsibility, if we want the next half acentury 
not to be a mere extension of the one that 
is being completed. India has to make her 
commitment to education clear, unambi¬ 
guously clear, through proper financial allo¬ 
cations to education. The govemmeru has 
to earnestly try to allocate 6 per cent of GDP 
to education as promised at the earliest and 
to gradually increase it to such levels that 
would ensure very good quality eduction 
to all citizens, so that they can live with 
dignity and make effective contribution to 
national development. It is critically 
important to realise that the cosu of delayed 
iiivestments and underinvestments in 
education are too heavy to bear, and certainly 
it would be costlier than the costly 
in vestments that we have to makcineducatioii 
rww. 

Given the Constitutional Directive, and 
other considerations, government should take 
complete responsibility of adequately 
financing good quality elementary educa¬ 
tion, and in fact, all levels of elation, 
including secondary, higher and higher 
technical education. After all, governments 
in most civilised societies - developing and 
developed - meet nearly the total bill of 
educatingtheircitizensat all levels, including 
higher eductaion. Exceptions arc very few. 
Other non-govemmental sources can only 
supplement the governmental effotU; they 
cannot be viewed as reliable sources or as 
alternative sources to public finaiices. 
The advantages of public financing of 
ethication are too many to for^ in a country 
like India. Let not short-term problems 
dictate the long-term policies for edu¬ 
cational development in India for the next 
ceiMury. 

[‘This article is pre p ared for Edm.'alion ia India: 
Fifty Yean, a commemontive volame being 
broughi out by the Alt Irtdw Association for 
Edacational Technology, New Delhi, in 
November 1997 to commenwcMc SO yam of 
mdependenoe.) 
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iMm drMioily icteaid fiaiUy 10 mm ptf 
COIN ilk iIk Ei(Mi Rwc Y«« fim. Jht ^ 
ug paurm of linmcMg vartov* Imb of 
etiucaitan reficcu the coofueed Mile ol 
pnomtet tn aHocMtoo of fCMNi«c». 

tUeincMary educeikm wm given e bomi 
in the Sevemh and the Eighth PUmm. Tht* 
hooM iceimiohevcbeen pptMWe wnh irvcfe 
oe«wpiwreMiiirce»farieoond«yand higher 
cducaiton Wnh mtertuiionai and diMieMic 
prcMiwca for the developmenf of pnmary 
educaiKin, tecondary and higher educalKin 
nwy become major viuirm of budgetary 
tqueem. hut with eaptuiMon of rlemeniary 
education on the one hand, and econonm; 
refdrm pollciea including giobatiMlion and 
inicmalianal cumpeliiion on the other, the 
need he rapid eipuntion of vccundary and 
higher educauon will alto be felt wxm 
Thuv ihe plan period can he divided iiuo 
, Utut phaaca depending on the pattern of 
inlra-vectoral allocation of rcMHirce* to 
education, vi/. fluue I. 1V5I<56 tihe f-'irat 
Five-Year Plan period) that wiineaacd a 
aubatantial part, nearly ihrec-rifthi. of the 
total plan educatiimal revourcer. being 
allotied to elementary cikicaiHin, i c. high 
priorlly war given lo clenirntary education 
and a low prioniy to higher and irchnical 
education. The period favourable lo 
elementary educ ation ended with the end of 
Ihe Flrtt Five-Ycai Plan. Phiue if (I95A-6V. 
theperlodcovennglhe Second and the Third 
Five-Year Flana. and ihe annual plana) 
marted the beginning of a dra.ailc decline 
of reaourcea alUicated lo elementary 
education and a doubling or irebliiig of 
reaource.a alkicaicd (or higher education it 
may aUo he noted that the overall 
developmental prioriiica alvo changed with 
Ihe beginning of the .Second Five-Year PUp. 
Relative cmphaais ahil'tcd from the 
afiicullural lecltirin favour of the industrial 
tcclor. Indusirial dcvelopnieni retfuired 
manpower, and higher education was for the 
supply of manpower. Act'ordingly, eapen- 
dilure on higher education was increiued 
considerably. It reached a proportion ol 24 
percent by l%7-6il, whileihrcufTCsponding 
figurea for elementary education slurwed a 
decline from 56 per cent in First Plan lo 17 
per cent In 1066-67. Phase III: the post-1968 
policy period | I%9'I9X6) show^ a slight 
reversal of these trends. The proportion for 
ekmentory education showed an increasing 
trend and that for university and technical 
education showed a gradual decline. This 
may be onributahle pardy to the Education 
Commiuian's (1966) concerns, and Ihe 
'National Policy on Education 1968' that 
laid emphasis on elementary education on 
the one hand, and portly due, on (he other 
hand, to the growth of educated un¬ 
employment, the mismatches in the labour 
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foriMtlatsen of the 'NadoMl Policy on 
Edu c a u on f I9S6)'. and with the 'npemion 
Wackbourd' and smular other priigr ■—11 
launched by the uflioti and Matogouernoieoca. 
Tlie allocation for dementary education svaa 
stepped up aigmficanUy during the Seucndi 
Plan, and the Eighth Five-Year Plan 
continued the trend. 

The resources allocated lo secondary 
education showed dial after an initial jump 
from nperccmto 19 per cent between the 
First and the Second nve-Vear PlaiM it got 
relatively stabilised. However, it it to be 
noted that though the third phase shesved 
marginal improv em e nt s so far asdementary 
educauon is concerned. U has yet to go a 
long way lo reach the pruponiun that it 
iibiained in the Ftru Plan While univer- 
talisatKMi of dementary education hat been 
becoming an indeatmgl y tougher laak, caus¬ 
ing repeated pusiponemcm of the goal, the 
relative prtoniy given lo clemetMary edu¬ 
cation in Ihe total educational espendilures 
has gra<lually declined over (he succeuive 
five yew plans. Had the pattern of iiMta- 
teciuntl allocWHin of resources in education 
sector adopted in the First Five-Yew Plan 
continued, universalisation of dementary 
education would have been an easy lask, if 
nut already accomplished by now. 

Meaciaa Rtso(«(>.s km QtALitv iNnrrs 

Further, the capital expenditure on 
buildings. Iibtancs. equipment, furmture. etc. 
lorms a very small propunion. 2 per cent, 
of total espetidilure ondementary elation 
That many primary schools we nin in open 
space, 'fcochcha' buildings, inadequate 
riMims, etc. is a clew refleciKm of Ihe severe 
degree ol undennvestment in education. 
Espendilure on fixed capital such as build¬ 
ings. however, increases with increase in 
levels ol education. On Ihe whole, formation 
of fixed capiul in this human capital industry 
such as buildings lakes place at a very .slow 
pace. The stow pace may be justified. a.s the 
capiul needs of the education sector might 
decline with fewer new whools being needed 
and opened, as there exist already schools 
in almost every habitation. But it should be 
noted that the backlog in terms of buildings 
is still alarmingiy high, as the NCERT repoiu 
of the All-India Educational Survey reveal. 
Very oBen not only schools, but also colleges 
andeven universities are found with no basic 
infrailruclure fwilities tike buildings, 
furniture and equipment. Thus the present 
pailemofspendii 4 does not contribute much 
to physical capital formation. 

Of the total recurring expenditure on 
education, patticulariy primary education, 
leachen' salaries amount lo more than 95 


iyp<iniiZ.SM^ 
odwralihefmanrialmwmiw 
etc. leodue neghg iNc amc 
salancs mcicaae as a paupn 
rccut ria g ex p enditu r e, as oe 
edu c a n e n al ladder. Even it 
cducaiiois, fwancial aBocaiii 
have strong beanag on 
libraries, laboratories, leac 
are smaN. ITms pa r te m of 
contrast to r eaea t c h evideni 
denwftimiessigiulieaBieflie 
in non-salary iiems such 
cxicroalitics associated 
immense, and other leai 
marenalonihequalily ando 
of education systems indeve 
Mure than the changes ; 
changes in policies and apfx 
Bnanc ingcducaiion are note 
the recent policy debates hi 
ibequesiiofi: who should pa 
* 00 % is in contrast to the past 
relating to financing of edu 
around improving Ihe n 
allocation of public reiourc 
The ccononuc reforms hav 
dimensions to this ques 
increaungly sirongopinioni 
IS dead, Ihe convciuionally: 
stale in financing education 
‘Public good' nature of educ 
recognised as an important as 
highci. Jucation in paiiiculi 
a ‘non-menf good, public su 
could be drastically reduced, 
altogether. 'Privatisation' ol 
more considered undesirab 
argued to be offering an e. 
to m^jar educational probh 
Privatisation which was n 
term in education in t950s 
a inhoo. became a fashion 
the 1990s and beyond. The 
finaiKing of education is be 
though the nature of edw 
principles of financing edw 
changed. Policy debates 
allocaiion of resources are be 
diKuukm on how to adopt v 
of cost recovery. Measure 
which have been either sym 
only a marginal role in finar 
we being viewed as the . 
potential source of funds 
Discussions on fee reforms 
confined to higher educwk 
sneaking into secondary 
education as well. Considera 
ineducation are giving placeb 
of efficiency. The poor 
prominently any more in 



MvriiMlMiim Im bacMM Mm oiMer of 
iMtMw. SBHfMl MriMMIW 10 piteanr 
OiKOte oHhi ch w» irMiMd lo ike eertier 
dec e ih e ket kcm e ^tomioMl feaMe «4 
fieaocioi pni—ry rrterMinii hi ike I990i 

Privatiuiioii of education is alsu 
MciuMimly Mcnxdky soineas aocfliBciive 
solutia n to the praMem of fioanccs. 'Die 
lovenuMM scenu lo be encoutaging 
|arinmMioaofaHkinds.panKuli(lTopcning 
up of private schools whb no stale sufipott. 
andincnoHdietianceofgovaiimeMidHioli 
m dccifafcicn private tes«i u ices.E»pcneiu,< 
tans shown that private sdioais rarely ease 
the financial burden on the pan of the 
govern moot. be«des creaiing a dual syuem 
of edneabon; one for Ihe rich and another 
for the poor. Funher, the rnechanism of state 
aid contrib u i e d to enrichineni of pnvoie 
schoolt and pauperitaiioo of governincni 
schoolt. Il IS loo costly to overtuafc the 
valuable espericncc of our own snd of 
others. 

The need for strengihentng the resuuree 
bate for education is obvious. But ihc 
tolutions thai are being thought of ore 
danfetoiis. Student feeh increasingly viewed 
as a polemiany important source ol finances 
for education. It should be realised that in 
tew developed countries this has been (he 
case. For instance, about 15 per cent of the 
recurrent costs of higher education in India 
are recovered from students m the form of 
fees; the corresponding proportion is the 
same in public universities in the US and 
much less in many European untversiiies. 
Scholarships and .siudeni loan programmes 
have not served as an aniidoir to ihe regressi vr 
efiects of increa.scs in Ices, besides then 
being associated with admimsirative and 
siruciurally inherent weaknesses 

InadditHHi. universities are being required 
to generate rcwiurces on their own from non- 
govermncmal sources. This might lead to 
imroduction of more and more ‘marketable' 
self-financing courses and eventually may 
distort Ihe academic pnoniics of higher 
education institutions. Heavy reliance on 
calemal assisumcc for primary education 
may create further problems of not only 
eiiemal indebtedness, but also with respect 
lo suiiainablity of pnmary education 
progmmmet, m addilion to other cultural 
and adminisiralive problems. 

Lastly, excessive reliance on community 
and household contributions for financing 
educaiioH,elemctiiaiy education in panicutar, 
may also create new problems, in addilion 
lo it being not in the true spirit of the 
Constitutional Directive of ‘free* and 
compuliofy’ education for ail, which ts 
being made a ‘fundamenul right' in the 
CoiMtitiilton, according to Ihe recOM efforts 
of the govemmenl of India. There is also a 
dai^ that the volunury nature of such 
coniributioiu may be replaced in piactke by 


cwaie atm r egio n a l taesnahika, at ike 
coawwwItfoat h a tca iia ot gc a e cMe maoiiices 
will be left bekmd those that can ganeraie 
tesoufoes. Ail ihit Mresacs the need for a 
clooe caamuMiioB of policy choices > their 
proa and Gtms, and anfottiwalely in our tush 
to i^ipraach the 21 St century, we do not teem 
to have time for ntch an eaammaiion. 

CONCIUMNC OaSUVATIONS 

The idea of-lhis short article is not to 
present a dismal pkture of financing of 
eduroiion in India. The oti^ive is lo stress 
that (he ac hie vemefns we have made, how¬ 
ever impressive they are. are only meagre 
achievemeMs and we have miles to go. 

To bnefiy recapiiuiale. expenditure on 
education in India has increased remaikably 
and us relative diare in Ihe toul govemmern 
expenditure on education has also increased 
from less than 40 per cent at Ihc lime of 
transfer of power from colaniat rulers to 
indcpcndcM govemmenl tn India to more 
than 115 per ceni in the recent years. 
Consequently, the shares of all other non- 
guvcmmernal souoes have dcciTned sicepi y. 
The significant growth of public expenditure 
on education and the consequent relaiivc 
decline in the shares of fees and other ihui- 
govcmmenlal sources was a deliheralcly 
chosen policy of India after independence. 
This policy has,paid rkh dividends in terms 
ol massive expansion of the system at all 
levels, making Ihe education network the 
second largest in Ihe world and creaihig the 
thud largest reservoir of scientific and 
lev hnical manpower in the world. The policy 
has improved access loeducalion at all levels; 
even higher education was transformed from 
an cliiisl system of Ihc 1950s to moss based 
higher cducatusn by the 1990s. These are no 
meagre achievements and in fact (here ore 
many such achievements. All these achieve¬ 
ments are possible, inter alia, due to Ihc clew 
policy adopted in favour of generous public 
financing of education. But these achieve- 
menis are not adequate for India lo survive 
as a great nation, to lake Ihe nalKm lo Ihe 
21 St century, and to make India a strong 
nation in the increasingly globalised world 
es nnomy with stiff intematioiMl competition, 
as India accounts ai the same lime for the 
Iwgest number, of illiterates in the world. 
India may be the only one country that is 
trying to approach the 21 si century with the 
bulk of her population being illiterate. After 
all, the removal of illiteracy was nor only a 
dream of the father of Ihe nation, but was also 
one of Ihe commitmeiMs Uiw the nation has 
made inihemidmght speech of the first prime 
minister SO years ago. The Constiiiitional 
Directive of providing free universal 
elementary education rematiis as the most 
conspiciioiu failure of India during SO years 
of mdependenceaiid no signs of its fulfilment 


ctmM be noted until the early next centuiy, 
atd M eatlieaLRundutbaiiineqtiMlttet,gcnder 
diffeictices, thfietences by caste - all have 
decreased, but they are still sizeable. 
EniTilmeM ratio in higher education ts a 
meagre S per cent of the eligibie age-group 
population, while an enrolmeiU ratio of 20 
pel cent in higher education seems to be a 
ihieshold level for an economy to become 
an economically advanced country. 

Thus the unfinished tasks are stupendous 
and Ihe neo-hheral solutions of financing 
education that are being talked about lo fulfil 
these unfinished tasks may not produce 
healthy results in the long run. IndeiMi there 
art no choices; India has lo scale up her 
investments ineducation significantly to fulfil 
some of her modest goals in education and 
the government cannot shirk its res¬ 
ponsibility, if we want Ihe next half acenlury 
nut ID be a mere extension of the one that 
IS being completed. India has lo make her 
commiimcni to education clear, unambi¬ 
guously dear, through proper financial allo¬ 
cations to education. The govemmem has 
to eamesliy try to allocate 6 per cent of ODP 
lo education as promised at the earliest and 
to gradually increase it to such levels that 
would ensure very good quality education 
to all citizens, so that they can live with 
dignity and make efiectivc contribution to 
national developmeni. It it critically 
important lo realise that the costs of delayed 
invetimenu and underinvestments in 
education ate ton heavy lo hear, and certainly 
it would be costlier than the coilly 
in vestments that we ha ve to make in education 
now. 

Given the Constitutional Directive, and 
other considerations, government should lake 
complete responsibility of adequately 
financing good quality elementary educa¬ 
tion, and in fact, all levels of education, 
including secondary, higher and higher 
technical education. After oil. govemmemi 
in most civilised societies -> developing and 
developed - meet nearly the total bitl of 
educating their citizens at ail Icveli. including 
higher education. Exceptions are very few. 
Other non-govemmentid sources can only 
supplement the governmental efforu; they 
cannot be viewed as reliable sources or as 
alternative sources to public finances. 
The advantages of public financing of 
education are too many lofotego inacountry 
like India. Let not short-term problems 
dictate the long-term policies for edu- 
cwional developtnem in India for Ihe next 
century. 

(This article is prepared for Edacaiiim In ImUa: 
Fifty Years, a co m memorativt volume being 
bnmghi out by the All India Association lor 
Edacaiional Technology, New Delhi. In 
November 1997 to oonumnortte 50 yean of 
independence.] 
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been drMkratly nsdM«d ftiMliy lo M«cii per 
cent in Ibe Eighth Five Year Ftan. The 2 ig> 
paticni i>{ financmg variuM level* of 
etJiKaiicni reficciii the confuted Mete of 
prioriiie* in altocation of letuurcet 
hleinenlary education «ra* given a buo*! 
in the Seventh and the Eighth Plan* Tht* 
hoot! teem* to have been ptHcihle with tevere 
aitiinpUnic*<iu».e«furieuiodaryand higher 
education With iiuemational and dotncitic 
prciaure* fut the devekiptncnt ul pnnury 
education, tecundary and higher edutaium 
may become major victim* of budgetary 
iqueeu*, hut with eepanvion of elementary 
education on ihe one hand, and economic 
leform policic* including globalication and 
iniernaticMiat contpctitHin on the oihct, the 
need for rapid etpantuin ol cccondary and 
higher education will al»u he fell kium 
Thu* the plan la-riiKi can he divided into 
finir phavcb depending on the piuiein ol 
mirB'tecloral allocation ol retourcet to 
cducalhin, VI/. pha«e I IY51(Ihe ^'lr*^ 
Five-Year Plan period) that witneaced a 
kubcianiiul part, nearly three fifth*, of the 
total plan eduralional rcsourtci. being 
alliHted to elementary education, i c. high 
priority wa« given lo rlcnirniary education 
and a low prioriiy to higher and technical 
education The pciiod favourahic to 
clemenury education ended with the end ol 
IheFirki Five Year Han I’ha'ie II (lu^h-h'j, 
iheperindcovcnng Ihe Second andiheThird 
Five-Year Plan*, and the annual plant) 
marked Ihe beginning ol a dratiic decline 
of reaource* allocated to elemenlary 
education and a doubling or irehling of 
teMturces atUicaled fur highet education It 
may al.to be noicd that ihe iiveratl 
dcvelopmenial priuriiie* ulto changed with 
Ihe beginning of the Second Five-Year Plw 
Relalive empha.tit ihified from ine 
agnculiural tecinr in favour of the indutiri jl 
lector Imtuiiiial development required 
manpower, and higher education wa* tui the 
supply ol manpower. Accordingly, expen- 
dilure on higher ethicantm was increased 
consideiahly li reached a propuainn of 24 
percent by l%7.6K, whilelhecofTc.tpondtng 
figures lor elemenlary cducalion slHiwcd a 
decline from 56 per cent in First Plan lo 17 
percent III l‘>66-67. Phase III: the poM-l96K 
policy period t l%9-|ifK6) show^ a slight 
reversal ol these trends. The proporiion for 
ekmentary education showed an increasing 
trend and that for university and technical 
education showed a gradual decline. This 
may he aitribuubic partly to the (klucation 
Commission's (1966) corKcrn*. and the 
‘National Policy on Educalitm I96K' that 
laid emphasis on elementary education on 
the one hand, and partly due. on the other 
hand, lo the growth of educated un¬ 
employment, the mi.smaiches in the labour 
market, and resulting social unrest. Finally 
phase IV. the post-1986(policy) period. The 


ycM I9M atliidKhegi—thgn^ttetwewWt 
coopliaiM 0 * dmenlaty educauoa. wMi the 
forraulirion of the ‘NoimmuI Policy on 
EducatMMi andwtihihe ‘opciaisan 

btackhovd' and umiiar other programmes 
bwoched by Ihe umon and state governmeflU. 
The allocation for clcmeauty education was 
stepped up signiricanily dunng the Seventh 
Plan, and the Eighth Five-Year Plan 
continued the trend. 

The resources allocaled to secondary 
cducalion showed that after an initial jump 
from 17 per cent lo 19 per cent between the 
First and ihc Second Five-Year Plans »i got 
relatively stabiliied However, it is to be 
noted ihai though ihc third phase showed 
marginal imprnvemeMs so far at elementary 
education is concerned, it has yet to go a 
long way to reach ihe proportion that it 
obtained in ihe First Plan While univer- 
laiisaiion ol etememary cducalion has been 
becoming an increasingly UMighertask, caus¬ 
ing repealed postponement of ihe goal, the 
relalive prionty given lo elementary edu¬ 
cation in the total educaiionat expenshlurcs 
has gradually declined over the successive 
live year plant Had Ihe paliero ol inira- 
sccioral allocaiionof resources in education 
sector adopted in Ibe First Five-Year Plan 
coniinucd. univcrsalisaiion of elementary 
education would have been an easy task, if 
not already accomplished by now. 

MiAuar. Ri SOI ar ts hhi Ot'sutv Inm-is 

Further, the capiial expendilure on 
buildings. Iihrancs.ei|uipinenl,fumilure.etc, 
lorm.s a very small proportion, 2 per cent, 
ol irnalexpendilureoneiemeninry education 
T'hat many primary schcxils ore run in open 
space, 'kachcha' buildings, inadequate 
nHinis. etc. is a clear relict non of Ihc severe 
degree of underinve.simeni in education 
Expenditure on fixed capital such as build¬ 
ings, however, increases with tnerease in 
levels ulcducation. On Ihc whole, formation 
ol lixedcaptial inihishumancapiial industry 
such as buildings lakes plas-c at a very slow 
pace. The slow pace may he justified, as the 
capiial needs of the education sector might 
decline with fewer new schools being needed 
and opened, as (here exist already schools 
in almost every habitation. But it should be 
noted that the backlog in terms of buildings 
IS still alarmingly high.asdic NCERTreports 
of the All-India Educational Survey reveal. 
Very oflen not only schools, but also colleges 
and even universities ore found with no basic 
infrastructure facilities like buildings, 
furniture and equipment. Thus the present 
pattern of spendingdoes not contribute muej) 
to physical capital formation. 

Of the loul recurring expenditure on 
education, panicularly primary education, 
leachcn' salaries amount to more than 95 
per cent, and expendilure on the salaries of 
the non-teaching staff form the next largest 


mdadog icadMg to re ia g ai <eri a l Mie 
appanius. rheimrali. books, libnnes. amt 
others lttefinaiioalinoeobve*.gam>i.qini*«. 
etc. tccerve oegligiMe amouats. Temiiers' 
salancs lacfcaie as a propoiiMW of Ae loui 
recuenitg expendMun, as oae goes down the 
educahoful ladder. Even la care of higher 
education. rinannaialJocaiions to mpuu that 
have strong beanng on qiuliiy such as 
libraries, laburasones. teacher training, etc. 
arc small. This patiem of rmanctag u in 
cuotrasi to research evidence available that 
dcnvoiMiraics significaM effectsof mv cnimm 
in non-salary items such as textbooks, 
exiemalities associated with which are 
immense, and other teaching-learning 
maienal on Ihe quality andovcrall cfTiciency 
of education systems in devdopingcourUiies 

More than ihc changes in numbers. Ihe 
changes in policies and approaches towards 
riiuuKingcducation are noteworthy. Mom of 
the recem policy debates have been around 
ihequcsiton: who should pay for educatian .' 
This ism contrast lo ihc past when queslions 
relating lo rinancing of education revolved 
around improving the mechanisms ot 
allocation of public resources to education. 
The economic reforms have added further 
dimensions to this question. With an 
increasingly strungopimon that wetfarc state 
IS dead, the cunveniionally strong role of the 
Slate in tiraincing cducalion is under attack 
‘Publu good* nature of education is no mter 
recogni sed as an 1 mportont aspect: education. 
highei. .iucalion in particular is regarded a* 
a ‘mxi-mcrir good, public suhsidieson whu li 
could be drastically reduced, if nm eliminated 
altogether. 'Fnvatisaiian' of education is n<i 
more considered undesirable: in fact, ii i* 
argued to be offering an effective solution 
to major educational problems. 

Privatisation which was nut a respectable 
term in education in l9SOs and later, il not 
a taboo, became a fashionable slogan for 
the t99<)s and beyond. The case for publa 
rinancing of education is being quesiinncd 
though (he nature of education and ilic 
principles of financing education have nut 
changed. Policy debates on improved 
allocation of resources are being replaced by 
discussion on ho w to adopt various stralegtck 
of cost recovery. Measures such as lees 
which have been either symbolic or sersed 
only a marginal role in financing educatiun 
are being viewed as the most impoituni 
potential source of funds for education 
Discussions on fee reforms that used lo be 
confined to higher education have slaned 
sneaking into secondary and primary 
education as well. Considerations fo: equity 

in educMion are giving place to consideraiioK 

of efficiency. The poor do not figuie 
prominently any more in discussions on 
financing education, as if education i*> 
'luxury good' meant for the rich only 
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itiltMiiartM ka> t > c »iii> tkc oddci of 
itedaff. Eiienal aubiance M printo 
afcrrtoB wkick wk mittBd te ihe eartm 
indts hn teen a dominMi feauire ui 
Inancwp pnnaiy educaiiaa in Ite I990«. 

PrivMiMiion of education ii alt>» 
ncteasiatly viewed by some « an effective 
olu t w lo the problem of rmances The 
overnaeat seems to be cncouraning 
nvanunonof all kinds.paiiiculariyotienmg 
ip of pnvaie schools with no stale suppon. 
1 ^ incfcaicd idiance of goveromeni schtvis 
mdeoUegesan private lesourcet. Expenente 
lai shown that private schools rarely ea<>c 
be financial burden on the part of the 
ovemmeni. besides creating a dual system 
>f education: one for the rwh and anoihei 
or the poor. Further, the mechanism of state 
lid coianbuted to enrichment of private 
a;hools and pauperisation of guvemnient 
choois. It IS loo costly to overUxik the 
aluaMe expenence ot our own and of 
Hhers. 

The need for strengthening the rcMHirce 
lase for education is uhvious Hut the 
ailuitons that are being thought of are 
langerous. Student fee isincreasingly viewed 
IS a potentially important source of finances 
or education. It should be realised ihai in 
ew developed enuntnes this has been the 
rase. For instance, about 1.^ per cent ol the 
ecurreni costs of higher education in India 
re recovered Irom students in the form of 
ees. the concsporuling proportion is the 
.ante in public universities in the US and 
iiuch less m many European universities 
scholarships and student loan programmes 
lave rwl served as an jniidole to I he tcgressi V r 
rficcis of increases m Ices, besides then 
King associated wiih administrative and 
.iruciurally inherent weaknesses 

In addition, uni versifies are being required 
o generate resources on their own from non- 
iovemmentul sources. This might lead to 
mroduciion of more and more ‘marketable’ 
elf-financing courses and eventually may 
.‘islort the academic prionUes of higher 
‘ducatlon inslilulions Heavy reliance on 
ixtemal assistaiKc lor primary educaiion 
nay create further pruhlcms of tKU only 
ixtemal indebtedness, hut also with respect 
I) susiainablily of primary education 
irogrammes, in addition to other cultural 
ind admtnisirative problems 

Loistly, excessive reliance on community 
ind household contributions for financing 
ducaiion, dcmcRlary education in particu lar, 
nay also cTeaic new problems, in addition 
o It being not in the true spirit of the 
'onsliiutional Directive of ‘free* and 
computiory' education for all. which is 
leing made a 'fundamental nght' in the 
Tonstiiution. according to the recent efforts 
)f the gove m m etu of India. There is also a 
Unger that the voluntary nature of such 
»ntribuliom may be replaced in practice by 


‘compultwry naMro*. iVnter, dus might 
cnaie new fugwiwl iMqMditics, aa the 
comimmitiet that canim genenae resountes 
will be left behuid those that can genenie 
resources. Ail this stresses the need for a 
close examuiatioa of policy choices - their 
pros and coos, and unf^Mtuiutely inouiiush 
to approach the 21 St ccMuty. we do not seem 
to have time for such an examinauon 

CovnuoiMC OascavATKiNs 

The idea of .this shon aiticie is not to 
present a dismal picture of financing ol 
cducaiuui in India. The ob)cctive is to strKts 
ihai the achicvtmeius we have made, how¬ 
ever impressive they are. ate only meagre 
achievements and we have miles to go. 

To hnefly recapitulate, expenditure on 
education in India has increased remarkably 
and us relative share in the total government 
expendilure on education has also increased 
from less than 40 per cent at the time ol 
transler of power from colonial rulers to 
iiidepcndem goveromeni in India to more 
than X.^ per cent in the recent years 
Consequently, the shares of all other non- 
gov etnmcnial souaes ha ve dcciTned steepi y. 
'fhe significant growth of public expenditure 
on education and ihe consequent relative 
decline in the shares of fees and other non- 
govemmernal sources was a deliberately 
chosen policy of India after independence. 
This policy haspaid rich dividends in terms 
ol massive expansion of the system at all 
levels, making Ihe education network Ihe 
second laigesi in the wmld and cretimg Ihe 
ihiid largest reservoir of scirniiric and 
technical manpower in the world. The policy 
has improved acx-ess loeducalion at all levels: 
even higher cducatum was transformed from 
an cimsi system of the t95(K lo mass based 
higher education hy the 1990s. These arc no 
meagre achievements and in fact there arc 
many such achievements. All these achieve- 
menis are possible, inrrro/ia, due lo the clear 
policy adopted in tavourof generous public 
rinancing of education But these achieve¬ 
ments are not adequate for India to survive 
as a great nalion, to take ihc nation to ihe 
21 St century, aiui lo make India a strong 
nation in the increasingly globalised world 
economy with slif f international competition, 
as India accounis at the same lime for the 
largest number, of illiterates in ihe world. 
India may he Ihe only one country that is 
trying la approach Ihe 21 si century with Ihe 
bulk of her population being illiterate. After 
all. the removal of illiteracy was not only a 
dream of thelather of the nation, but was also 
one of the commiimeius that the nalion has 
made in the midnighl speech of Ihe nm prime 
minister 50 years ago. The Constitutional 
Directive ol providing free universal 
elementary education remains as the most 
conspicuous failure of India during SO years 
of tndependenoe and no signs of its fill niment 


could te noted umtl the early next century, 
at iheeariksL Rural uiban inequalities, gender 
dilTctences, difTcrenres hy caste - all have 
decreased, but they arc still sizeable. 
Emolmrni ratio in higher educaiion is a 
meagie S per e'en! of the eligible age-group 
population, while an enroimem ratio of 20 
per cem in higher educaiion seems to te a 
threshold level for an economy lo become 
an economically advanced country. 

Thus the unfinished tasks are stupendous 
and the neo-libcral solutions of financing 
education that arc being talked about to fulfil 
these unfinished tasks may not produce 
healthy results in the long run. Inde^ there 
are no choices. India has lo scale up her 
invrsiniems ineducaiion significantly to fulfil 
some of her modest goals in education and 
the government cannot shirk its res- 
rKinsihiltiy, ii wc waiii the next halfaceniury 
not lo be a mere extension of Ihc one (hat 
IS being completed India has lo make her 
coinmiimeni to education clear, unambi¬ 
guously clear, through proper financial allo¬ 
cations in education. The government has 
lo camesil y try lo allocate 6 per cent of GDP 
to eduraium as promised at the earliest and 
lo giodiiully incrca.se it tu such levels that 
would ensure very gmoj quality education 
lo ail citizens, so that they can live with 
dignity and moke effective enmribulion to 
national development. It is critically 
important to realise that ihe costs of delayed 
investments and underinvestments in 
education areloo heavy to bear, and cettainly 
it would be costlier than Ihe costly 
invesimems that we have to make in educaiion 
now. 

Given the Constitutional Directive, and 
other considerations, government should take 
compleie responsibility of adequately 
financing good quality elementary educa¬ 
tion, and in fact, all levels of education, 
including secondary, higher and higher 
technical education. After all, gnvenunenu 
in most civilised socici'es - developing and 
developed - meet nearly (he total bill of 
educating theircilizensat all levels, including 
higher education. Exceptions are very few. 
Other non-govemmenlid xourcex can only 
supplement the governmental effotti; (hey 
cannot be viewed as reliable sources or as 
alternative sources to public finances. 
The advantages of public financing of 
education are too many to forego i n acountry 
like India. Let not short-term problems 
dictate the long-term policies for edu¬ 
cational development in India for the next 
century. 

fniis article is prepared for Educaiitm in India: 
Fifty Yean, a commemorative volume being 
brought out by the All India Assodalioa foe 
Educational Technology, New Delhi, in 
November 1997 to commeinonie SO yews trf 
independence.) 
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Caste Clashes in South Ifamil Nadu 


The recent caste violence in Ttrunelveli district, apparently triggered 
by trivial incidents, has to be teen against the changing prmer 
relations between the dalit and the dominant agricultural castes as 
also among the dalit castes. These emerging tensions cannot be 
addressed as law and order issues nor even as agrarian conflicts. 


SOi/lIf Twiiil Natiu apfpcaf»lo be tn a mjhc 
mF great wicial luttiuleace The crMwhitc 
Tifunclveti ditiiu:i, now bifuriMcd iiutt 
V O Chidambtransr and Ncitai Kaiia 
homman diMiuir and the preaeni Kamaiajar 
ditttici. have returded teveral imidenta of 
violence inlhelaal few year* Thcaimovphere 

II MI charged that even an apparently invial 
incident i» entiugh to trigger off viutcme. 
Thiwc involved in iheie claihei are maravarv. 
» dominant agiK'uliural catic and pallarv or 
devendrakuia vcllalati. a ctirnnically 
opprcucddalitcaiie The continual violence 
which hn rucked thit regiun, oncltrver ciudy, 
hetrayi a deep Miclal malaivc 

A iinall Kciion of the pallor*, who hod 
long remained landkit agrtculiural labourer*, 
have been leceiuiy empowered, lo at leavt 
a Miiall Client, ai a convequener of acicn 
to education and govcrnmenl /nh* The 
paiMlig Id land to a few pallar* a* evidenced 

III Ihc icvurvey of Slater * (langaigondan 
village (Chidamhaiaiiar dt*irici) conducied 
hy the Madrav Inttiiule id Develotmieni 
.Sludic* I* eaplained by ihiv development 
'rherelotiveainucnceol ceitaindiilit village*. 
KudiyankulamtChidaniharonardivliiclf foi 
initancv. I* aiinbuied to monctiuy rcpain.iiion 
fium CiuK counine*. whete *onic id the 
dahi* have managed to find cmployiiieni 
Another a*pecl lo ihc a*.*ertion of the dalit.*, 
mainly ihowe of ihc pallar cavie. i* the 
emergence ol political orgonivalion* among 
them Krikhnavwamy’* Devendiakulo 
Vclialar Federation. John Pandian'* 
Devendrakuia Vellalai .Sangam and the 
Thiyagi Immanuel Peravai (named alter the 
martyr of Ihc 19.^7 Muthukulaihur evem*) 
have to a great talent politici*ed the pallar*, 
unlike other dalit caalc* like parayar* and 
chakkiliyara After Kri»hna.swaniy'*clcciion 
to the provincial legislature even those who 
had distanced themselves from such 
organisation.* have begun lo rally behind 
him in a big way 

The emergence of assertive |iallars has 
mrani that they would not lakedi-scnmination 
lying down. South Tamil Nadu has its own 
share of discrimination against daliis. Many 
village well* and temples are .still out of 
htHinds to dalits. while separate places of 
worship and deities also exist. In effcci, 
municipal schools tend to cater exclusively 


to dalii children, while chtidren of other 
caste Hindus, noijMy maravars, generally 
absiatn from such public schools. Though 
stainless steel tumblcri have replaced coconut 
shell* or alumimum cups, dalits continue to 
be served separately in tea stalls In 
Ttrunelveli region, the district Arivoli 
iyakkam, which is a part of the National 
i,iieiary MticKm, had to conduct separate 
classes lor maravars aixl dalits. In many 
village* dalits have no accest to maravar 
siiect* They are nut permuted to use the 
cement benches m bus stops. They have no 
approach road lo their cremalkm ground 
Numcniu* siones about upper caste deception 
especially regarding guvemment subsidy- 
loan lor milch cow* are rife in this region 
More abominable i* the case of panchayai 
union* Dahl member* of these councils arc 
made to sir on ihe floor a* a mairer of routine 
A woman, ihc dalit panchayai union 
president, complained in this writer that the 
members belonging to non-dalit castes were 
not attending the regular meetings she 
convened because she was a daiil 

The .Stale Minimum Wage Act tor 
agru oliural labourer* is enforced only in the 
breach fiven ihe labour-nnenied poliiical 
panic* despite their best effort* could not 
organise the agncoliural labourers into a 
movement as in Thanjavur This i* because 
caste appears lo he Ihc domlnani identity 
which overrules all other idem me* iiere. The 
maravar agricultural labourer* refuse in 
a*.socialc lhem*clvc* wilh an organisation 
that gives membership to dalti* A* a result, 
the landlords could not he foreed to imple- 
incni Ihc Stale Minimum Wage Act. Lowest 
wages for Ihc most onerous work have, over 
lime, forced Ihe dalits into syslcmaiic 
degradaiion. It should be noted that the dalits 
who coniinuc io be agnculiural labourers 
and dependent on maravars for livelihood 
have (ended to remain submissive. Similar 
is Ihe case of paraiyars and chakkiliyars. two 
dalii castes which are a minority in (his 
region. 

As for maravars, they are numehcally^ar 
more important than Ihe other agricultural 
castes of the region. Land reforms, like the 
zammdari aboiitinn. Tciuncy Acts of 19S0is 
helped the itch maravar farmers to promote 
their inieresu. They have also been the main 


oQKnnvm of i^icMnn 

potiCMspiQvidkki njdtuisoaaiiscdcretftiaai 
hberalaadsidHidiHdagrKiiltinliapaliMK 
at ferbiisen. seeds, water ti ect rtcil y.eic.. 
siaraMe nuintia of others mikiag use ' 
their pobtical clool have eaned quick Bwnr 
through iliicii brewery, contract works m 
money lending. Hosvever. it should b 
tcfflernbered dm a vast mmiber of manvar 
also work as agncutniral labotmrt and wa 
earners 

In the last 20 yean sysiemaiK efforts haw 
been made to unile all the three dan* : 
(hevarcommumty.namely.kallxr.itfmudiy 
and maravar Pasumpon U Muihuramaiin 
Tbevar has been deified and used as a symba 
to bnng all Ihe groups urtder one sing! 
banner. The govemmem clastifkaiioii c 
'thevar' commumty a* the most baekwan 
class helped bring about thi* unity. Ii 
Tirundvcli village* where there was n 
much reveicnee fur Muthurwnalinga Thevar 
his statue* were erected in 1980* Even ib 
Virasigamani village statue which wa 
disfigured - an cvem responsible for cast) 
not* in July 199$ - had been installed nnl; 
in 19Kb. The ihevar peravai leadership hai 
culiivaicd strong caste senlimciiis among thi 
maravar youth by erecting thevar statue 
everywhere 

It wa* against ibis background, the casti 
clashes since 199$ arc lo be studied Wlu 
sianed off as a wordy dud on July 26.199! 
between a bus dnver of (he stale-owner 
Kattahomman Transport Corporation ami. 
group of school students led lo a stnng o 
violent incidents The dnvrt. Thangaselu 
a dalit from Vadanathampaiii fTimiielscIi 
Kaitabomnian districti was subscquentli 
beaten up liy the maravars In retaliation 
dalits (Dcs cndrakula Vellalan) aiiacked the 
moravar-dominalcd Virasigamani village ir 
the process disfiguring the statue ol 
Miilhuraiiialinga Thevar. The news of iho 
disligurcmcni spread far and wide and 
extremely provocative posters scumlouslv 
abusing pallar* were put up all over the 
region. Angry young maravar youths could 
be seen slopping buses and plastering 11100 . 
with these abusive posters. The ubtquiioui 
posleis earned the picture of Karthik, a filir 
actor, along with that of Muthuramalingj 
Thevar, indicaiing that its was die handiwork 
of Karthtk Fans Association, a caste ouiTii 
in the region. 

The stage was thus set for (he unleashme 
of violence on Ihe daliis. Roving mobs dH>v 
dalii targets, brah life and property, foratiai k 
In the week-long riots, at least 18 people It'*' 
their lives and property worth a few crurc' 
of nipees (apait from the scares of publi- 

traniqion buses (hat were torched ordaniagrd 
was destroyed. 

An important feature of the riots this nna 
around was the dalit attempt to defend 
themselves and even counter-attack. But ibr 
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iwrcowntofe w tt t h o w adthecompkic <)ie villa^m demonanted Katubommu dianct. calm pivviiled in 

Mliiy of the tfaie machinery and polity iheir aofer by openly campaifninit afainti Thuraiyur Chidambaranar district (near 

Mtpond to the uioMton. The state the then ndin^ patty in the general elections Kovilpatti). The panchayai unKm chainnan 

se w te m m ai w a in ed a deafening silence ut 1996. They also succeeded in electing a who happens to he a maravarcKpiaiiiedtIiat 

J the law and order cottapsed for days dalit leader. Knshnaswamy, to the slate ibercwasnodiMuibanceinhisvilligehecauic 

aether If we compare this with the assemhiy eadusiwly on a dalii political all the youths had been gainiully employed, 

verameoi handiini of such a situation in plaiiunn. Therrusiration anddespaircausodonarcoum 

maMiliapuraffl district in I9S7. the inept When caste violence of Ul^)rccedented of unemployment have driven the youth to 
lulluif wiltbeiooobvious OnSeptember naiuic erupted in Tirunelvcli in 1995. one take pan in gang violence wivhoul regard for 

. 1957. a police party sciu lo nab the ot the dalit leaders suggested that the the forcsecahle conse< 4 Uciices: punishment, 

;used in the murder of dalil leader government set up an ufTice of the inspcchii physical injury and nialerial damage, 

manuel wasconfrunicdhy amobuf about genera] of police inTirunelveli to tackle the Thus.iheteesisimanyobjeciivecondluont 

0 armed thevars at Kilathuoval imly snualHin.lisouruiedanoddsuggesiion fur ihe generaiion ol caste violence in south 

ulhttkulaihur laluki. In order to disperse then \ow ibe present chtef minister has Tamil Nadu. Instead of eliminating such 

' surging vHileni mob imeni on attacking iranslatedihisidniniorealityandsnitlooks condiiuuis.thegoveminent.bolhlheprevhius 

: police, six rounds were tired, in as iluvugh the slate has decided lo treat the and the present one, by its tactless imives 

iseipiefKe of which five persons were clash hnween maravars and daliis as a law has aggravated them in the last couple of 

led. Subseijucnily the police had to open and order issue. The fact that KVijayKumai years. Unless basic structural transformation 

r on a maravar mob on September 19 at IPS. knoun to hr a man ul stem stulf, has is aiiempird, through drusiic land rcforim 

eranfhaiinwhichthreepersnnswetekilied hcetuppoiniedihcinspeciorgmetalolpolicc thereby changing the production relations, 

f at Nankudi on .September 20 in which (law and order, suuihern region), remlorccs violence will continue to escalate and even 

If persons were killed. By September 21 iliis (lerccpiion spread. As sociologists point out wherever 

situation was brixight under control In HuiihepieseiiiclashescannoibrUismis.scd people are living under unjust social 
these incidents shooting was resoned lo as law and iHder problems. A visit to ihe condiiions and are thercfnrr deprived of 

prevent the maravar mobs from sciitng not-hii villages reveals lhai exisiing social ihe chance lo realise ihcir human potan- 

'loihedaltisetilcmenis Anenquiiy wav rcloiionshipshuvehnikendown. Inihr I9.I(k, iialiiics.siruciurat violence is inevitable. On 

credandSVetikaieshw-ar.m.acivilscrvaiil when the dolilv lirsi delied ihcir nwravar our pan we have to distinguish ihe violence 

ocunduvtediheenquiryjuviirirdihcpolicr landlords and in the IV5(K when the dalits of the dominiini class Irom the violence of 

ion and held lhai the firing w.asnecess.'iiy ljuni'hedanagiiaiionagatn.sttheiroppressois the oppressed class, because the former 

(ive priHeciion 10 ihc weaker secimns III iiiuravaisi il wa.s an agianun conllicl. im|icdes the odvoncr of historical forces, 

lely. In cuniraM, in Tirunelvcli and in Kegietiabiy. on holh the iH casions the wlKrcas Ihe lallct's violence is used only in 

'opalayam ii was ihe role ot ihc police poliitcal parties failediiipoliiicisc thedaliis theinterfsiofthremancipaiionoflheenlire 

ich wa.v the most disiiessing At man) andoigiimsetlumionclasslmesashappened humanity 

ees while the rampaging mobs aiiackeci in Kerala Vested inicresis made use ot ihe 

Its,policemen were vilenionlixikers Liiile latliire ol poliiiral parties to perpeiuatc 

k done lo pievcm or take action against c.ivtcist tendencies Curiously ihe places 

iplemvolvedindisseminaimgprnviKalive where conflicts tixik place then remain calm 
Iris which was an important cause lor now. The prrseni clashes cannot be solely 
spread ul violence. Ahsence ol prompt i onsidcied an agrarian conflici. 1 akc lor an 
iceaciionnuulcihedaliisol Mangapui.tin insiance Ihe case of Mangapuiam in 
'..'i)apalayam(Kamai,'i)aidistnc'i)flceiheii Kajapalayain 'fhe dultls arc agricultural 
iioi and lake shelter m Suiidratajapuiani labouiers ami the maravars arc consiruciion 
unc 1997. ITkt disinci collector himscll ind mill workers Ycl they have clashed The ■ 

eported lu have advised the daliis lo cstr.ingcmeni hciwccn itir two caste groups 
cuaic.Theacisofpolicrandburejucracy i-, loiat loday. In villages where the daliis 
uid concern everyone who values human have clung to the l.md tor then siihsisicnrc, 

Its. they feel that they arc culturally treated as 

>noihcr aspect which needs to bethrashed scs. ond class ciitrens. Often these daliis h.ivr 

IS the prejudiced behaviour of the police to hear the brum ol maravar fury in times 

msiihedalits Thishasbeenrepnmanded of clashes These dalits who constitute the 

n by the Supreme Court in its recent majority ol ihe downtrodden today .ire to be 

;incni on the police high-handedness in pulled out of the moorings of misery. 

umootaiKmarulChidambanuiardisirict) ignorance and idleness This will alime 
992. While the people were asleep, police engender social iransformalion necessary for 

n to the village at about 4.30 am and ihe uhuI cmancipaiion of daliis. 

eked Ihe dalil men and women brutally When we analy.se the caste clashes that 
sing severe injuries lo many persons, haveiakcnplaccsmcc 1995,itisknownihat 

' police also dairuged and looted iheir youths prominently take part in the nois. 

[lerties. The police, under ihe pretext VadanalhampatiiisSOOO-strongdalitvillage, 

m all out search for suspects and There are about 300 graduates without 
ipoAs, conduct such midnight raul.s ir. employment They crmstiiuie combustible 

I villages. Kodiyankulam represents ih;; maienaJ. In fact they played a leading role 

h watermark of such police high - in ailackmg the maravars of Vtrasigamani 

dedness. The police ostensibly on -a village in July 1995. The same is the case 

'ch mission went berserk. The Kodiyan • with the maravar youths. When there was 

am incident evoked great public violence in Thuraiyur of Tirunelveli- 


noink and Puiilical Weekly Septe mber 6, 1997 


Mno Hooks front Kanishka 


JOURNALISM TODAY 

Principles, Practices and 
Challenges 

.Small Cliaulian & Navin Chandra 
Volume—1 

Modem Journal iam: luues and 
Approaches 

Volume—2 

Foundations of News and 
Joumalism 

Volume—,3 

Handbook of Joumalism Style 
and Substance 

(Set in Three Volumes) Rs. 1550 


KANISHKA PUBLISHERS, 
DISTRIBUTORS 

4897/5-21A, Anami Road, Dwyaganj, 
New Oettii 110002 (Indio) 
Phonea; 327 0407, 328 8285 
Fax; 11-328 0028 (KANISHKA) 


1 

I 

I 


i 




^merging Issues In Reproductive Health 

VioMla fUiMKhaiNlnui 


L«tla VkiMto 


Thr {(uvemmeni of India hat dectdtd to inirodtu e target-free 
approach tn family planning Hut whether thit change in the language 
of diu oune alxo impltet a change in the dominant mindset focused 
on fertility (onirol. remains a moot ifuextion 


MhAl.lliWA'K'H. «n infmnul nctwurfc 

firKdfiittiiKjni. toctal 
iKiivixt. retcafi.hcM and (Kilicy 4naly%t\ 
inicrcKcd in hrallh ittuct. wa% fornially 
Uum hed m l>ci.cnibr( l*A>4 In ihc wake of 
jfiivcrniiirni ut India'*! {(jtit) difcition ui 
diMtHUinucnirlhcxI tfinilii i.irxcuiiil4nuly 
l<liinniri|c and ihc miroducinm <>) uiKct Irtx 
uppioM-h. Health Wall h inirrliKrd with the 
Kovrrninenl on iniliatini a iialinnwidi' 
diM.ui<>ii>n on Die true manual und the 
new leprodtX'tivr and i hild health (Hoitramnir 
propnted 10 he launihed at riMs the tminiry 
In the firtt national iiieciincot HraliliWait.h 
held in Ahnie<l.iliail on Matuh 2^ 2<i. I’l'Ut 
■I wa»tlci'idedloi.i>nvenra%rrirMil regional 
iimMiliaUtint over u period ol one ycai 'Hk' 
mam tmiiv ol these iimsultations was as 
follows 

(I) to study griiuntl level inipittaiions of 
the largri Ireea|it)f 0 !ii.h' I'll-'A land the 
rc|mHliiilive and vhild tiealih iKCH) 
iniiiaiivc Iroiii a woman's perspesitve. 
l2l to rxaiiitne and evaluate the ttew 
performance indicators develo|K‘d hy 
(H)l, pnrtitularly those in Ihc TVA 
manuid. 

(3) to develop a loncielc rcsjHmsc to Ihc 
chiillcngrs. Miengths and limitations 
poMid by the (lOI's shift in population 
I'olitv and health care delivery, 
partiiularly with regani to the process 
ol pliintting. tmiilementuiion. niontioting 
and tHciHiniability svsiem.s, 

(4) to examine the cxperiemc.s ol the non- 
governiiicnial organisation.s (NG<.)) in 
women's health inorder lodraw rclev.ml 
lessons for the delivery of govcmmenl 
he«lihservicex;cxpenencesof involving 
women in planning implementation and 
moniioring programmes, and 

(5) to expand and strengthen the Health 
Watch neiaork and formulaic region- 
spet'iftc plans of aclion lor advocacy at 
the stale-level 

Kighi regional meetings were held bet ween 
June I ^ and January IVU7. Nodal ageiK'ies 
ideniil'led in the Ahmcdabad meeting 
ciHistiiuted their respective planning teams 
for each region and Itxik full responsibility 
for cxinvening the meetings and piepanng 
Ihc reports ' Efforts were made to ins itc 


N<X>ii. wicial aciivivts. researchers, guvem- 
ment officials, iraintng insliluliunt, 
representatives of the auxiliary nurse 
rmdwivcs fANM) union and medical 
professionals This note draws upon the 
reports of the eight regional consuliatiuns 
which were held between June I9U6 and 
lanutary IW? 

I'll OHAI K IIX rill Mani.ai ox 

'l'Aa>,i I 'f aii AiraoAi II 

Paniciptuiis at .'dl the regional cimsuliaiiuns 
strongly Icli that the I'arget Free Manual 
docs not hang together and iv sell' 
contrudiclory A mission Matcmcnl or a 
preamble should be im ludrd where the 
lundanicMUl principles of Ihc ness approach 
are sfieli out The rest of the manual needs 
to he screened lor consistency It would he 
appropriate to treat the ciirrcnl document a.s 
adrali. which could he modi lied in the light 
ol expenencr and feetlhack 

Adapting the national manual to suit each 
stale would enable ihegoveniineni to respond 
to the cnormiHis diversity in the country In 
ihis I ontexi. It was suggested that CXJI convert 
the manual into guidelines lo he adapted lo 
Ihc needs of each sialc/rcgion In some of 
the regional mecliiigs the rtforts mode hy 
the government to disseminate the manual 
through stair-lcsci workshops were noted 
with .ipptectaiion However, many district 
level groups, representatives of ANMs and 
some officials said thal they svrrc .seeing the 
manual for ihr first iimr Many of them 
found It difficult to comprehend and some 
wimdered how this manual really marks a 
departure from the earlier system, in 
particular, the summary fax sheet of 
information which is being sent by each 
district lo (iOl. All Ihc meetings called for 
efforts lo make the manual more user- 
frieiully 

The following specific recommcndatitms 
were mode, 

- Widespread dissemination of the manuaf. 
translation into regional languages, block 
level and district level workshop for 
dissemination: 

- Awurkss creation among officials, servicr; 
providers and the comimintiy on the use nf 
ihe manual; the shift it signals in India's 


heaJib and family wdlwe proframam 
preparauon of local imkMs of campeaeais 
iffl|ilememalMti systemss wformai^ iha 
needs to be coliccied and dtasetninaied 
irnaMing service providemo tmdenaand du 
logic bdiind the new system - these wen 
.ofisHjered as being essential for cffectiv 
imptemeMtiian. 

Concretisoiton of “community pani 
..ipaiton" through specific impicmenlalioc 
siraiegics lo involve village level/urbar 
groups, women's collectives and pancJiaya 
representatives. 

- Spelling out methods and indicators to h. 
used to assess work (}tMliiy. output aiK 
ouiieoch of the PHCs. Formation of t 
iccbnii al group to develop detailed formal! 
and procevses for ipiaJily assessment; 

- Developing a feedback system to get regulai 
information on the cffccliveness ol Iht 
manual, its impact on the quality ol service! 
and the atiiiude of officials and servic; 
pruvidcis. 

WoMCx's Hi Al tH AND Paocosto RCH 
PaiNikAMMi; (IS (iOl 

Al Ihc outsci. II IS importani lo note ihu 
the TFA approach was alien contused witf 
ihe RCH |ni>gramme Given that the iwc 
iniiiaiivrs were launched simultaneously 
many participants from Ihe government anc 
the non govemntcnial sector warned loknovt 
w hciher the TF'A approach was a precursoi 
111 a giMxl K('H programme or whether Ih 
svsicm would continue lo focus on fertilit) 
timl clloris lo ionirol or regulate it tssuei 
'.uirounding mortality, morbidity, chile 
health and survival and Ihc like arc all linker 
111 the goal of fertility reduciion In shon 
many participants wondered whether or ntii 
there is likely to he a change in the basic 
mind-seiol planners, policy-niakcrs. service 
providers and donors. The language ol 
'.liscourse has changed hut has the basic 
population control mind-set changed’’Tho 
. ipprchension was articulated in all ihi; 
I cgional consultations. 

Another concern thal was voiced relatrO 
I o Ihe fact ihai.despiteolficial protestation! 
I .iiheconirary.ihemointhnisloflheerstwhile 
I amilyplanningprt^ramme and (he proposed 
I iCH programme is primarily aimed ai 
s -omen inthcrcpmduciivcagegroup. Almost 
a II the meetings reiierated the importance ot 
a gtxidandrcliablepnmaryhealthcaresysicni 
f or women, men and children. The 
It nportance of a special women's healili 
p rogramme was recognised, not as a paraliri 
ora vertical programme, but one that i- 
w oven into the primary health care. There 
w as a consensus over this and in particular 
ot I the need to empower women to take 
ch arge of their basic health care, wiih 
cf icient. effective and sensitive healiti 
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Jdivcfy tyiMm wiMch ueau them with 

At one level, policy dcwumenuadUresvins 
educeliati. locotnt. empioyiMnl. viotcme. 
dc. tiptc that women art not "autonomous" 
Jecision-miken and ihu social suiu$. values 
custtxm and reitgion deierminc their li I'esty It, 
(he choices they make and so on. At onothei 
leiel. the poltcy dooiments dealing with 
tamiiy planning, assume that women arc 
'autonomous" and sometimes poriras 
aomen as perpctuaiiKS of the population 
rrohtem and the vehuie lor inmsmissioii ol 
sTD and HIV/.MDS In rcteni times 
.inmunisaiion drives have started fivusitis’ 
.>n both the father and the moihef in older 
o.‘ ensure that children arc brought into the 
health ccniic at the appropriate tunc ^'ei 
when It comes to family Mr.e. child .sursisal, 
matental health (tiutiilion. spacing, age ai 
riisi ptcgnancy) ssomcii arc seen as 
autonomous agents This Ir.iciuicd ssoilJ 
siess was noted with concern 

(Jisen the dominani mind sel among 
siTsice prosiders and administrators sshcre 
emphasis islargely pliiced on tertilil) control 
Miih inicrtilc women hcconnng cllcviiscis 
msisiblci. women are unable to seek care 
tor gynaecological illnesses that aie not 
(itcsily related to pregnancy This is 
iindcisti.ndablc because the public healili 
workers at PHCs are pciceiseU to he callous 
insensitive and oltcn iiiliinidalmg This is 
specially Ml III! abortion sersices F'lirthci. 
the quality of care fcndcred bs the seisuc 
piosidcrs changes according to llic sor-ial 
.iiul economic .stains of ss'omeii I 'nniarried 
■si'men have even less baigiiining poss ei and 
.ir.‘ lorccdio seek such services in Ihcpris ale 
-Cl 'ot IVspiic guidelines m the contrary, in 
nuns public clinics consenl ol ihe husband 
's Miughi Similarly, there are no services for 
o. I upalional health problems, cloincsiic 
siolence/abuse and menial health Older 
Women past their reproductive stage have 
almost no place to go Piivcn such comples 
Si'I lal and economic constraints on the care 
of reproductive health of women. Ihc 
loliiiwing issues were reiterated lor an 
ctlciiivc RCH programme at the meetings 

- Safe child heanng svnh appropriate health 
i.ife services, including treatment for 
infertility. 

- Safe, eflectivc and affordable family plan¬ 
ning’ methods with a Ickus on encouraging 
ndoiined choice: 

■ fare of gynaecological morhidiiy - 
■deniification and treatment of problems 
fiicing women from adolescence to old age; 

- Sate sex svrthout I'car ol disea.se. 

'\icess to safe and affordable abortion 

sers ices; 

- Mechanisms to respond to victims of 
violence and abuse at home and in the 


commumty with special focus on meMal 
health; 

- Mechanisms to address health problems 
an sang due lo occupational hazards 
Some concrete lectmimcndatKins conicrni ng 
ibe RCH programme were also made 

Provide services of a gyiuccologisi on a 
weekl) basis in every PHC. and at assurevl 
and ivgufar (monthly basis) interv als wuh 
whJc publicity at the sub-centre level. 

Piovide pnvac) fot women lo speak out 
ilicir proNems. for intcnuil examinalmn -ind 
tor conrideniial discussion /counselling. 

Iirvise ways and means to muniloi 
ic|'iodiiiiive health services with a view to 
line tune design and dcliverv vvsicnis. 
enabling itic system to respond to emeiging 
iiivds of women It is import.inl lo ceiogiiisc 
ih.ii women arc not likely to come (orw jul 
in die iivnial phase hut as and when ihev gam 
I onlidcncc in the health delivery swieiiv ihc 
vlernand lor a range ol services is Niiind lo 
I h.inge. 

- I’lov idrorhuild basic laboialory l.u ililies, 
toilets .iiid pnvale nwims lor women in all 
health centres, 

l*rosidc cllectivc eomniunieation sysieni 
and lr.ins|Miriali(>n for entical luses ,ii all 
I’HCs Ihev shouldIwvespeciallaboiiMoonis 
and should lunclion 24 hours wnh rioctors 
working III shdis Tlie ANMs should be 
piiiMilcd with basil essentials such as liiv|. 
.11(1 kiis and gloves 

nimmuniialc lo people elleclivelv ihe 
link beiwecn the IIIV/AID.S and KTIs and 
.S ills fhc liiltei increase Ihe risk ol acquir¬ 
ing HIV.'AlllS As ol now IIIV/AIIl.S pro 
gijininc IS seen as a parallel iniiiaiive ol the 
goscrnnierii with lillle link (o Ihe RCH or 
l.imily planning programmes Conliiuiation 
ol such aliaclured appro.ich willbriouiiler- 
produclisc The ilosc relationship between 
sexual heallh. sexual piactices. sexually 
Ir.insmiited diseases, reproduclive iracl 
inlei lions (including fears,cervical cancers) 
and so on need lo he communicated 
el fcctively In ihe long run an clfeclivc RCH 
pnigramme must encompass rducalion and 
awareness aboiii HIV/AHIS 

The Target Free Manual assigns the 
responsibility ol heallh care and family 
planning primarily lo Ihc ANMs (iiven the 
existing work load, training received, capa- 
hililics. support structures and supervisory 
system, the participatiis at most of the regional 
meetings expressed concern over the ability 
of ANMs to do all that is expected of lliem. 
MPlVs sccmiii have been absoivcdof primary 
responsibility All the regional meetings 
called fur concerted efforts to end this 
imbalance Senous effort.s need In be made 
to clearly spell oul Ihc roles and res¬ 
ponsibilities ol all service providers- ANM. 
MPW. PHC doctors and so on. Health 


workers who have been trained fni almost 
tour decadcn to work lor lorgeis cannot make 
a quick transition without intensive iniining. 
orieniuiion. capacity enhanccnirni and 
support svMrm (sul in place. 

.Snui K Rhi OMMl-SOAIIONS ON ANMs 

The participants ot Ihe regional 
Cisiisultaiions were aware ol the plight ol Ihe 
gtass tsH>is heallh woikers The ANMs arc 
the tiilciuni uiound whom revolve all 
ih.ingi’s Resc.iicli and expcnciiee ol grass 
riHiis woikers h.oe shown Ihe dismal stale 
ot all.urs in the iH<situiii. social status and 
lapabilities ol .ANMs The TI’A manual 
assumes I hat ihe ANMs are independent and 
coiilideni planners It was recognised that 
Ihe ANMs tiiiiction under dilticull 
i iii iinisiaiii cs, -iiul being women from 
dis.ids.miaged .lasses, are vulnerable both 
SIX lallv -md .is women They have little 
bargaining jxiwei. imisi ol llicm arc stationed 
in villages i.ii away trom ihcir homes and 
canrioi lake a.lsanlage ol tamily support in 
times ol nivd lliev .lie lequired lo travel 
exiensivel) in ii clustct ol villages and have 
little seiiiiity or lomlort Tlicy work with 
|Mhii iriliasimctiire at the suh-eenirc. while 
1 hey are held r”s|>onMhlc for its performance. 
ANMs typically lake cane of women and 
children and are seen by the community as 
soiiK-oiie |iiM above the tnidilional 'dai'. 

On iheolber hand. MPWs lend lobe seen 
as 'dcN'iors' even though they rJo the same 
amoiini 'll ciiraiive care as Ihe ANMs. They 
ate mostly miil.iria workers who chlorinate 
wells, collci I Tl) slides and so on. While 
MPWs have a higher .status in the health 
delivery sy.sicm and in siKicty, ANMs 
share the entire burden of grass roots 
inipteiiH;ntaiiun of family planning services, 
child survival and salc-inoiherhuod 
initiatives In this eonlexi the following 
iccommendalions were made: 

The role and the status of Ihc ANM need 
to be substantially strengthened. Her 
rcsponsibilii ics should he commensurate with 
her training and capacity. It was suggested 
that Ihe AN M s be as.sign^ Ihe task of tak ing 
careol family health in general and women's 
reproductive health and child care in 
pariicular. Maintaining a family health 
register and building long-term rclalionships 
with the community will enhance her 
elleciiveness and siKial status. 

- In order lo enable the ANM to carry out 
her icspon.vibititles efficiently, she must be 
backed by more curative care oriented sub- 
centre than what exists now. .She must be 
trained to recognise gynaecological 
morbidity (including STDs. RTIs) and in 
case she cannot treat (hem alI. be able (o refer 
the women to PHCs with (he confideiKe that 
they will be treated promptly, properly and 
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with liijrntiy Iho viitl ut Mr«ti||thch her 
Iifik4iret wiih ihe lomiiMtniiy «n4 hutki her 
i.u(iliilerur. 

ANV1\ ifLuit hj»c ifijnv tufJimlt Ifiim the 
MPWi t>jt/f4(h tifiik hr de/tu; hy 

tiM-iKiw (IrlufiLfuiititiiufiily ticjlih urtufUeen 
l( IIV), itnlrjtl t>l h-iviiii-’ ANM^ Ifjrvirl lout; 
diMijr.i •••. M 411 V (rll that (hr ( HV 

V ticitit nrr«lr (•» Ixr irvi>cd 

ANM'. imuM k«r imHivalcd with 4Vt:nucr 
li’i pi'dr-i'iiiXMl iciotrriitiiin jfiiJ 
iulv4iMrfiirrit A 'iyitcrii whah ^taytutr^ 
tirlil wxfliri^ wiih lihlr m o^tiiiiun MuUnr 
lai.li >>( iHrxitriliiy tor adsaiurmrnl h(r<Ji 
imlillrfriH r and diw iKKrnimrni 
l-.fli’i.livr Mralrxirs nml In N’ wiiikcJ inji 
wiih Ndtti anil iilhri yrovrirtiriciil prn 
Klaiiinir'. in lirrak llic ivnlallnri nl wnnicfi 
wnrkm itiiililiiif' iirtwnrlii nl vmrtnrn 
Wiiikiirilncnahlr IhrtnInrrI.ilr Inrachnllur 
4S vnnincii nmtil hrlp llir >>Mrni 1 tcalv 
lilinrinal Mttipnil vtriHllKr^Inf llir y.iass timU 
wnrkrr'. I'lmlilip rllrilivf. letlinri %|iri ilii 
^tr4(r{;lr« Inr < niiiniiinily iiivnKriitrMl 
(hiiiuph wiitiirn'^ pinii|». Iirallh liirtiin anil 
the likr hai In tir I'liill iiiln ihr 11 A ilralry; v 
Ihr Ii4iiiiii|;t syilfiii itrriK 10 In- irv .ini|H:il 
with l•ltnfl^ In iirnviilc irtnilai rrlii-ihi'r 
|iiiiK[4mtlir% with Iniiit nil irpiiKliKlivr 
lir.ilth 1'hr iiuinitif; somhIis ihiiiilil -ilvn 
liriimir lntiiin hn ihaniip rvprfiriKfs .iiiil 
ilivii«tinp pi(ihli'ni>i 4M«I np|Hxtuiiiii4;% i<i 
iiiru|)rralr4iulrr!irwi-itrrK> aiiilrnlhiiM.iMn 
ANM iir^iK'i irtliiii iilirt 1 4 larytr iiiTiiniiii 
ol ininrniiitiiin tttul till nui iiimnnciiihlr 
ic|;i\li'r\ ami Iiiima Mntl nllrii \lir diK-\ mil 
know wtiY slir iMnlli-iimit thr iMlntni.ilinn 
iliiiJ tlnri mil rrlair il in hri i.ivks I nllri Imp 
4 liniiiril .imnuiil nl iiilininalinii with 
kiiiiwirjprni iiirrlriiiiii'rinhrrilay In il<iv 
wnrk will iMiivInriii thr ptmrss Irnm .1 
iiiraiiintilrvs met li.inu al rreii i\r In niir lhal 
Irnil' iiiraiiin): In hnr wnik (‘miij; thr 
inliiini.ilion while inllrttmp. irlatiiip it In 
llir prrlniinaiii.r ami pinbiriiii w ill rilhaiur 
ihr i|ii4llt) ami Irvlurr nl (hr MIS wsU'in 
It will also riiahlr ihr yysiriii In niiiiiitiisr 
nvrr (r{>nillti>! ami l<n|;iis ilala 
It Ihr ANM m In hr Ihr tiiM ami thr imiM 
.urr'i'-ihlr link I'rlwrrn thr |xrnplr ami Ihr 
Iirallh svMrm. vhr imml hr pivrn Ihr 
m\r\saiv ImiK. Niih iiirrlual ami luitnan. 
tn Mistam thal poMlinil L-lfri.lurl> In 
ihisrmiravh ANM ami ihr MI’W shnuUt 
invri iipn|nilatiniinl f.lKK)inslaKlnl S.tXKI 
in im»i irpinns ami Ic.vs in imniiiiammiN 
anil rrinnic arrav. u nnmt hr roinpnUnry lor 
ihrin In rcMtlr nrar thr suh rrniir 1 which 
shoutil Iv Imalrd within a hahilaiinn and 
nni hr iMilatrd) l■lr^ucn^ iiiinNlciN should 
Iv avoiilrd ami rltnris made tn ensure that 
Ihr ANM has a Innjt rnouph tcniirr In 
Innid rapport and a rrlalinmdnp with ihr 
I'oinmuntiy 


- 1tic <iti|>()lie« of driifk MidMhcf ctiuipmeiM/ 
MippitetUiuuldbe tfieamlined PkoviiMiaol 
substandard drugs leads to a loss of 
LuftlHJcnic in sersuc providers, and this 
shmild hr larkled urgently 
Sfin tfu ter titrtmfiuiaitfinr tm MfWt: 

Fo eliminate discrirmnaiion in status, role 
and resikmstbdittes. salary, privileges and 
lasiliiirsul male and female health workers 
llierr stM >uld he a Lorrumin resrmltneru polls: y 
duiaiinn «l iraininy and etpial shanng ol 
rcs(Hmsihiiilies and burden of work 

MHWs sliould rdut ate men m Families and 
cutninuriiiies aboui lamdv planning. STlK. 
AIDS and iFic causes nl reproduslise trait 
inFciiinn 'k'fls; and (hen lelalmnship n> 
sciual hypirnc and practises ol men Child 
sursisjl sale inolherhood and a host ol 
issues lhal ndlurncc family health, should 
jIwi lie pail ol ihc la.sks nl the iriaic health 
wnikeis f'.xfirricnce nl many N(}(>s have 
siHiwn that inscnsiiiviiy ol men to tirquenl 
. hildhirih. giHid nuKMinn tor womenbelofr 
.imi alirr child birth, child rearing practices, 
ami sccual hcallh coiii|Wiund ihe problem in 
our SI* irlv ^.vcll a liille bit id scnsiiisalion 
III inrii makes a stpnilicani dillrirme 1'hr 
II A initialivr and llir R'^'ll programme 
should rccngiiisr lhal wnmvn do nol have 
ihr aulonoms io act. even il ihey have thr 
inliiiinatiiin .Suptiori ol men will grcully 
ciihaiice elleciivrnrss ol ll;<' aciiviiies that 
air tmlay dirrcird inwards women 

In cairv mil the above rrsponsihiiitics, 
MI‘Ws should be given iniciisivc training in 
I liild sui sival and sate iniHherUHtd ICVSSMI. 
iiiimunisalinii. rcprmluc'livr iH'altli issues and 
hi* tnadr aware ol itiiilr role in the 
di'lrrniinaliiin nl die sex nl a child 

All i.te.im irs lor ,MPWs should he tilled 
iiiiinrdiatels 

IsciH \ I.Vi, WnMI s' s ( iKlU es IS Tf A 
•SiK.sMi.s esn RCII pKm.KsstMi 

The nvrrw hrlniing consensus nl 
partii ipanis iiiihr regional cnnsultalinns was 
lhal. women's ginups/cnllrciivcs will base 
III play a key role in order in ensure that 
wonirn's nerds arc recognised and met 
adec|ualcly Almost every government 
programme calls lor lormatinn nl women's 
groups III some areas the situation is quite 
alarming, with dcpartincnls competing with 
each other lor Ihe lormatinn and control ol 
women's groups In some other areas 
.succc'sslul iniiiaiivrs m group.s turmation 


for MvaRnett or cictiK are uMkr 
prewmr to “Uke od' anoriicr amenta 
has cMttpelkd many NGOs Md ar. 
groups to untiote a debate on "compe' 
claims on woiticn't groups and lh>r ttn 
of such initiatives on the ground, 
necessary to have sepataie "groups' 
educatMHi. health, water and so on* 
ihnlt and credit groups form the base 
issue based mobtlisoiion'' 

It IS unrealistic to expect women's gn 
to be lormed fur each prog ramme ^ cduca 
hcaldi. public disinbuiiun system, pruiec 
ol loresLs/cummonprupeiiyrewHitces.w' 
sanilatKin and so on The answer to 
dilemma could be creation of issue-bast 
usk 'oncniedplatturmol women which it 
at regular intervals. A group of two or 1 
wonirn could be named and oncnied to 
Ihr role ul locilitalois lor health Sin 
I or u I n Fur education c'lHi Id tr ai n arHXher s 
nuc Irus ol twci or three women to en 
them 10 l;«cilttate discussions on educ, 
and liicracy related issues Thi.s ts Iniun 
irdu,.c the coniprlKum between minis 
and programmes lor an exclusive worn 
grou|i 

While Ihr above idea was seen as 
alirin.tiive. soine irgioiial consultai 
1 1K Used on the need h ir I nil - lledgrd w-on: 
groups In this conlexi lout key quest 
were identiFied 

- II ihrRCII programme envisages worn 
p.titicipaiioii through gmups. how will - 
groups be formed, who will he icspim< 
Inr their lotrnation ’ 

W'hal ate the pre requisites lor 4 v 
Itiiiiiioning women's group'* 

W'hal are Iheir rights and rcsponsihilil 
Will ihey he involved in pl.inn. 
implemetiialion.moniionngandevaluat 
W'lll the healili care service provider 
made account.ihlc to these gioups' 
AN Ms e spcvi and demand support t'roir 
groups’ 

- Wh.-ti sort ot linkages would have It 
developed between women's groups, he 
workers and oft'icials ’ 

In (irdcr to ensure clfcctivity, Ihc 
rcijuisiicstixa wcll-iunriiobinggroupwr 
have to be idcntiricd carefully. To this ■ 
the following is.sues were considc 
important: 

(t) Conceptual understanding ol issues 
have to he fostered through (raining 
regular intcraciion of groups/lorun 
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(2) Clirity about the icsoufcn thM the 
women'} sroofVfxcum will luvcMihci: 
commanil. Avaitabiliiy ol mowvcii - 
mcludmi; a meeting place anj fund lot 
emergencies will dercrmine the teal 
"slalU}" ol ihe grnup/tunim in Ihr 
comnumity 

C'autvMng the lonrui nmol wt>men' sgTvnip 
or creating a village-hiscJ pUifoim Inr 
women'} health requires strategic planning 
rraiupareni and accuuniabic maiugenieiu 
%\siems. highly moUsaied and cummiticd 
lunctionarics. appropiialc Iraining 
pfogrammes. upporiunities lor pcriodu' 
retleciiun and scll-evalujiion. resource 
'Upport and a host ol qualilalise iiipuis ih.ii 
enhance (he capahililics of ihc caialysts and 
(he memhets of the lonim Fflcclnc dc- 
^ciitrahsalion and aulorKimy of decisioii 
in.iking at the village level lor viliagr-h.ivcd 
jiiiviiiev. al the panchaval level lor jtii- 
Viliev al lhal level, al the laluk/mandal^liK k 
level toravtiviiievaiiheii level.couldciejtc 
.III cnvtroiiincni loi etlciiive parti ctpaiion 
.'I ihc communiiV'haved gniupv/toruin 

Rl,l AtMINSHir MItWIIS .SljOv AMI 
III! C'mVIRNMIM 

Vlovl lit the regional convullationv vl.irlcd 
f'v exploring the hivlory ol CiO NCO 
. "ll.iKiralion in health and laniil) wcll.iie 
(>vei Ihc years the (i*ciis ol voliinl.iiism li.o 
'hilled Irom charily lo well.irr in 
.leveloprtU'tii Hisioricully. voliiniai> 
ifganivaiionv fiiiiciuineiJ us c.iialsMs lot 
Ji.inge and woikcd among the |vople .is 
;'.utnets in struggle.clcmgeamidevclopioeni 
However, in more rcicnl limes, iltere has 
rrrn a splii helween volunlansm and N(i( )s 
loil.iv many NdOs see ihrniseKes as 
imtilenu’nlers ol programmes and pro|ccl} 
While many ol them retain a soi'ial ch.tngc 
pers|icciive. availability ol ample lunds 
iioni the govcmmeni and from the donw 
•ipcM ies has gradii.illy tr.insformcd many 
'sifiOs into contractors, executing projects 
I'he expectation from the tundcrv 
I government and ikvnors alike) iv that NGOs 
will be more covl-elicclive, reach the 
iiiueached and deliver vcrviccv more 
eliiiienily and in a humane manner. While 
mere Is a tremendous variation between 
N<i()> in eflcciivcness, commitment ami 
"iiiieash, there is also a great deal ol 
wepiicism about the NGO sector, This is 
•si.Jcni within the government, among 
if< Dors and in the media. 

Thedominanlperception in most meetings 
* as that the government continues to pcrcci vc 
'sGfIs as contractors, who can be given 
hiiam lal support to deliver services. While 
a laigc numh« of NGOs do not have major 
problems with govemmenrs perception, 
•nr’se NGOs and social activists who arc 


involved in motNlisMionandadvoeacy work, 
arc utKOinfottahle with this image They see 
themselves a.s. 

" partners in desclopmcni and social 
iiansfotmattcm. 

hiti between the people and thegovernnteni. 
lo tosier mutual understanding. 

- j'.iriners in planning, implemeiilaiion, 
monitonng and esaluaiion ol programmes 
tncani tor ihc ptwr, 

conscience-keepers ol the socieis, 
mobilising pcisple to demand then entillc- 
tneni, .cssert then rights; 

Coming tolhe1>A tnitialive aiul RtTI pio- 
granuiv in parliculai. the following rcvoiii 
mciidaiions weie made in (he regum.il 
lOiisult.ilnHis 

NGI.>s. lescarcheis. (taming institiiiions 
.ind stH lal activists can he punnets in i om- 
miinicatmg the paradigm shill and bunging 
about .I change in the dominant inmd set 

Sonic NGCK can clicclively participate in 
designing .tiidc'onducliitgtraiilingol sers ue 
pros idets.ollicials. (miners ol other NGl>s, 

NGOs eat) help develop moiiitoimg und 
esaluaiionsvsicmsasweltasdcselopsuppon 
svsiems lor tield worker* lANMs m 
l>arlii ular). 

\( >Os cull ,ilso lake on corisulluiive staiu.s 
.It the disinct and block level lot decision¬ 
making on liKUiion and inlrasinuiitre ol 
sub cenlres. RHC and so on; 

NGOs can also lake the responsibiliiy tor 
lortiiiiiion ol women's groups whii h lake up 
issues relaied to the Rf'M programme. 

NGOs can he involved in and also lake 
ihe tcsponsihilily lor ll;<' activities, rural 
women \ heailh nielas. ouireai h pro 
grammes. i ampaigiis .ind so on. 

NCiOs can help develoji alteriialive 
monilonng systems and work with service 
providers to implement iliem. 


The overriding coneem expressed in Ihe 
regional eoitsultations was the lack of 
su.stained dialogue with government. While 
stvnic NC'rOs and the MeallhWaich network 
were instied to organise the NGO eunsul- 
tations in the wake ol the TFA initialive. 
thea* has hcvn very liiilc mlormalion sharing 
during Ihe planning phase ol the RCII 
(Kogtamme NGOs ate invited to participate 
aliei a progiainme ha.s beer, hnalised. leaving 
sets liiile riHim tot dialogue on Ihe main 
thiusl or liH'us.thecomenl and Ihe processes 
initiated Donors eager lo eiKouragc Ihe 
p.iiiicipainin ol Ihc NGO 'slake holders', 
have .list) not shared Ihcir proposals As a 
resull. the ciiiisultativc ptiK'css on Rt'H 
was based on litilr intorinaiion on Ihc 
.11 iii.il pioirei iH'ing negoiiuird by GOI wilh 
donois A ho|>e was expressed in all the 
eonsiili.iiioiisihui the iniiialive like Ihe RCH 
programme, will create an envininment and 
enabling conditions lor •.usiained and 
incamiigful dialogue helween (he GO and 
Ihe NGO seclor 

Note 

|WV ik'e|>lv ackni>wledge Ihe organisers of Ihe 
legionnl consulialioiis who shouldered the full 
irsponsihililv ol holding Ihc nirclings They me 
Monisha Hrhal. Iiiilii CapiKir, Mirai Chaiieriec. 
Ahhiiil Das. SuchuntaL-ashwai. Manisha Oapic. 
Amai lesani, Vanilu Nayok Mukharji. K Pappu, 
M I'lukashiiMiniu, Nina l*uii, Martha Futhponuii 
and Gila Sen I'he lunds were poivided hy Ihe 
niinisiry of hculih and family welfnie, HIVOS, 
World Hank, l-'ord bnundaiion and MoeArthur 
hniindalinn | 

I Mir right regions were (al Karnataka und 
Andhra Fiaiksh. (h| Punjab. Haryana and 
lliimii hnlPratlcsh.lcllJiiui Pradesh ondRihar. 
idl West llcngal and Ons.sa. (e) Tamil Nndu 
and Kerala, (f) The nonh-eoslcfn stales, (g) 
(iu|arai. Kajasihun and Madhya Pradesh and 
■ hi Maharashtra and Croa 
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INSTITUTE OF HEALTH SYSTEMS 

Hyderabad 

fhc of JU-dJth Systems hjs t>epn conducting rpsedr^^h studies in health policy 

<iruj It dir ling programmes, sponsored by various mternatujnal wganisalionsand departments 
f^t the state ot A P I he Inslifute is on the look out for an Eionomist who is interested 
to sper i.ilise m tie.iilh fconomir s. The candidate should be <in M.Phil in Economics with 
Iti*» dbility to do riicjre or less indejjendent research work including study designing, field 
wr>rk organisation and data analysis. He should have gorxf writing skills and proficiency 
in parkiges sur h as SPSS. Systat, Lcjius and Foxpro. 

I he* tenure of the post will he for three years. Salary ottered would be about 
Ks. (>000/- p.tn with olhiT benefits as per Institute's norms. Interested candidates may 
contact i(k‘ undersrgneci with bir>data, and three references from academics who have 
person,il knowledge about the candicJate and his work for alleast two years. Applications 
should learh us withm 10 days of the date of this advertisement. 

Sd/- 

Director 


Institute of Health Systems, 

S-0-2^/J7, Adarshnagar, Hyderabad 500 063, A.P. 

F.u ( um-Phone 040-5‘)8749, E-mail: “ihs.ihsnetcgpaxc ess.net.m’ 


ASIAN INSTITUTE OF TRANSPORT DEVELOPMENT 

Apt. E b, Outub Hotel. Shaheed Jeet Singh Marg. New Oeihi-HOOtS 
rot Gfi56113, 6856117. 6850906 Fax: i-91 (11) 6856113 
E mail Klt%aitdinOdelhi globemail.com 


FELLOWSHIP FOR RESEARCH IN AIR TRANSPORTATION 


Asian Institute of Transport Development is a centre for research studies in the transport 
sector in an inter-disciplinary perspective. To promote this activity in the universities, the 
Institute gives scholarships to students pursuing higher studies in the field of air transportation 
leading to M.Phil or Ph D. degree. 


Application tor fellowship may be sent to the Director (Research) of the Institute indicating 
educational qualifications, distinctions achieved and topic of research. Financial assistance 
already being received, if any, from other sources may be indicated. The application should 
have the recommendation from the concerned university. Application may be sent by 
F.-maiPFax or by post so as to reach the Institute by September 30, 1997. 
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PERSPECTIVES 


Critical Reflectloas on Globalisation 

amaPHns 
rkroais PolychroMOB 


"hf rise of globalism is intimateh related to the growth of class 
onflict and the squeeze of profits iJunng the limited globalisation 
leriod associated with the ’welUiit suite' The crisis of declining 
profits associated with rising popular power is the source of the 
lemise of 'national development' The success of capital in 
indermining popular power, dismantling the welfare state and 
onverting the state into an insiiument tif overseas eipansion is the 
•nderlying condition for globalisation, not ‘technological changes 
world market imperatives’ or the 'toga of capital'. 


^I'KI NC (he quarter of the 2(kh ceniui \. 
Ucmalional ceonomie activil) hob hevn on 
n upturn, intemationai pioduciion. uorki 
'jfSe »r g(«ods and scn'Kcs, lorcitin Jitret 
ivcMmcnl and (he transfer i»l money a» ross 
.itionai Ntrder' have all fx’a'tne (rnit.il 
'>|>eetb of capitalist otoiiomii. life atul. in 
.inscquencc. are delinint; the UynamiL ol 
ipilalisl devclupmcnl in llie euiieni eu I'oi 
simple. I'orentn direel invesimeiii if'DI). 
\ larthcmosi si^niricanieeoiutink .iyiivi(> 

) lerms ol' lurthcring the rtp.inMoii ol 
.inMUiiiunal yapii.iliMii, m.is iitossing loui 
mes as last as the gm.ss national I'nxlui i 
t or.C’D counlnes in Ihc I'lKIK |lhme||s 
111 Wihk] I'W'l 4|andineieasedthreelintcs 
ister than Ihc growth of woildlrade.indfoiii 
mes the growth of world otiipui during the 
inieperiod[.Siisscn l‘W.1.ft2 Thisiieinl 
js L'ontinucd well into the l'Mt)s .nul bv 
t'XiF-DI hadgrowntoanimnuiil raieot oset 
228 billion.' Cum.oniitanilv. niultinaiion.il 
Mixiraiions - ihepnni.u> agents lesiHinsihle 
It b'DI - have spiead lo all lorneis ol the 
ohe and arc growing in tael larger .ind l.ir 
ore rapidly than Ihe world eionoinv .is .1 
hole ir-.'moy 199.^: 45-9h|. Il is csiim.iieJ 
.It (here arc about 37.000large mull in.ii k irial 
irporalions operating around the world 
day (with over l,70.(XKI al'liliaies). wilh 
e lop 300 industrial corporations accoun- 
ig for 70 per ccni ol total Ff)! (Dunning 
>9V15| and eonirotling over 23 per cent 
Ihc world's .sIikIc of ptiHiuciive assets 
Surseyuf Multinationals'. The f'conomi.rr, 
.irth 27. 1994; IIN 1994). 

I'his upsurge in international cconomii 
Il V ity. which most people refer to now aday s 
'globalisation', has been interpreted hy 
«st academic experts, public officials and 
c mass media alike to herald Ihc dawning 
a new era in world affairs It is claimed 
at Ihc revolutionary transformations in 
>mmuntcalion technologies and irans- 
'ftaiiun coupled with Ihe restructuring of 


global finance and ihc oiganisaiion ol 
pioduitioii acriKs national boundaiics are 
Loninbuling 10 ihc lornulion ol .1 world 
w heif ii.tiions are bridged hy shared inieresis 
.iiid values and where Ihc iiaiumal econonn 
liiiii lions as .1 mere unit al and of the win Id 
m.tikei ' Aii'iMdingtotheglobalisalionllieMs. 
iheic IS .ill ecmuimic sysien. in high geai 
now which IS lundaiiieniatly dillereni Irom 
what we have known and there is no allei- 
nalivc 10 the gitrbal priKCss ol inicgralion 
■indrecomposition Theglobiii sih'ieli ilrnrs 
ilK'domcsticintukeiandcomiimmtsilicdiFiH 
non ot national polincal-economic issues 
There can he no ileiiying ih.ii Ihe nans- 
nalion.ilisatiun ot ci oiMunii Ids is one ol the 
ni.i|or developmenis in Ihe late 2(lih eeniiiry 
tioweser. itic 'glohalisaiion' thesis is based 
l.irgels on miscoiueplioiis and oiitiiglil 
myths ihai stem froinlhc.ido|)tionof n;irri>» 
poiitisal views, an ahisioncal ciwisirueiion 
of soiiul realily. and lioiii plain niisundei 
siaiidiiigs .iboul the priK Csscs ami die social 
torccsihal.irrrcsh.ipinglhcworldccominiy ’ 
Firsl ol all. the movcmeiil loward Ihc 
inlern.ili<inal inicgralioii of nalional cco 
nomies is as olu as ihe history ot capil.ilisni 
Itself (ilobalivilKmbeg.inIII l.iie I Sthccnlurv 
wnh IIk' ri.se ol capitalism and ils overseas 
expansion Ihc conquest and cxploilalion ol 
Asia. Africa and laiiin America and the while 
colony settlements in North Afin.i and 
Australia wereidlmsiaiK'es of 'glohalisaiion' 
In other words, glohalisaiion was Ironi ihc 
outsri asscx'ialixlwiihimpciialismilhcglobal 
linkage was h.ised on F.unipcan capiiahst 
at cumulalinn through ihc exploitation ol the 
ihitd world) and its impetus was always 
centred arou'id imperial stale mslitulions, 
specific ci.rss coiiriguraiions. extracting 
resources from the domestic aonomy 10 
finance ovcrsc.is conquest and private 
accumulation, cxploilalion of the third world, 
inicr-impcnal trade, trading companies 
integrating and appropriaiing resources and 


exploiting cheap fibour imd intenialnuuti 
rxchangetol unequal letnwfol comm»>dilie.v 
Fssentially ihcn 'globali.sation' is hardly a 
new phcnomeiH'ii it is merely a new nantc, 
a subcixle lor capitalism, that xuhsumrs 
diverse siK'iopoliiical and economic pno 
ccsses The impon.il hisloncal iHigins have 
icmainrsl embeddcsl in a matrix in which 
new staie.s and miois compete for pnvileged 
access to nciwoiks .iml state suppoii. 'lire 
IsHncquil agencies tixl,i>, the inuliinaiioiial 
loiporaiions. lullil ilic lolcs played earlier 
by Ihe trading comp.inies imtegtaling and 
appropnaiingreMHin. es and exploding cheap 

l. ibiHifi while the iiniirri.il slates extract 
ilomeslK I CMHiivcs lo I mance ov ci seas expan¬ 
sion and lo sccuie ihe conililioiis tor the 
lepiiHliK lion ol gloh.il capital accuimilaiioii. 

Second, Ihe glohalisaiion piixess is neither 
a lineal noi .1 liomogerK’CMis priH'css ol ever ■ 
increasing woild inicgralion. Domcslic 
economies, north and south, luve aliernaled 
bciween the global and national-regional 

m. iikeis over the past 3(X) years. Iiulc'ed, 
llieir base been m.iny cycles of upswings 
and downswings m the nuivrmeni ol Ihc 
iniciiiaiioiial iniegratioii of national 
ccononiics In the niiHleni era, globalisation 
was intense liom 1871)until I9|4, followed 
b\ .1 piiilonged peniKl of shift lo national 
ih'selopnicni Irom Ihe late l92(K(oihc mid- 
l94tK, aiKl then lollnwcd again hy an in- 
I. (rasing and uneven el fort fn>m Ihe I9.‘i()x 
lo ilie mid- 1970s lo a return Ui globalisation 
[Must and Thompson I'f9b tK-.3()| In many 
esscniial tcspecis. as » m.ilier id fact, there 
was much more economic inicgralion going 
on in ihc world economy in the late I9ih 
century than there is today (Kenwood and 
laiiighecd l'7*)2( As al least one author has 
pointed Old, neither Europe nor the US is 
more open today than it was unilcr (he gold 
siandaid and Japan exports less ol its lotnl 
actual priHiticliiin loday than d did during 
the inierwar years (Rodrik 1997:22). l^uiilly 
ini(»'rtani. glohalisaiion, today as in the pa.st, 
has always been confined lo selected 
geographical areas and involves but a fairly 
small portion of ilic world's population. As 
vime writers have correctly observed, "globa¬ 
lisation is not really global. Trunsnuiional 
activities arc concentrated in Ihc indu.slnal 
woild and in scattered enclaves throughout 
the underdeveloped world. Most people arc 
ouiside Ihe system and the ranks of the 
window-shoppers and the jobless are growing 
faster than the global army of the tin- 
cmploycd" (Barnet and Cavanagh 1997:22). 
Indeed, the pattern in thcc volution of foreign 
direct investment has been one away from 
the underdeveloped world and more toward 
Ihc industrial core. For example, while in 
1924 capital flows directed loward the third 
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wntU'ictf MttmttTS pctctM.hy IVIKlhcy 

hMl f«ilcn i» H pa cat, »ih 1 by IW) i»» 40 
pet i.cnt I Dunning I0*M V)l By IW? 

>»( J'jfrijjn Uirci I mve»tm<rni in ihe 47 le4V 
licvrliifKJ (.iHiritrirt 4<.i(juruc(J lor ■! rrterr 
()7(icfirm(I.M<ISf> IW? IMl 
per !.,jU oI <11 MjI ci (nvrxrjJ m iwJu^JrijI 
Liiulilrm|l|jo> liIrraniKirdnrJy i'/rl ill) 
S<i iiiiji li tor |Eli>h4l iniryr4ti>ir> *iul «korUl 
(lcvrlo|>(r>rrif 

Ihr iruA >il iIh' tigunieni i> llii’ ii it 4 
^fot^ I. iifM.rpludi rrroi U> Urjl ylohiilitottofi 
dt 4 IK"* phciKirririKifi itn iru-viutilr (rroi ctt 
Of dV I tic UlllirMIr |ituir III t 4 |tlt.lll tfll Khc 
I uhnindOuri nt hittniyi r iiohjli'-..ili>iri r. .1 
'1y1.ll1.4l phriioliii'fiuii Id <iH III jkiIKi. dl 
(dill l■^tCJdIlcrtldtllli;''^>lb|lcrllMhot ridiioiui 
ifevriopmcll' .1 (>f<Klllt( III M.IIC (HillllCt 
linkrtJ liMtUrriidtioildlri-oiioinK llltllllllllIIl^ 

( 'yi.lii.dl |>iillcrni III y'lolMlitdlioii .irc Ui/rly 
4 tuiK.lliMt III llir |>ditKuUi MtUdliiiii III (hr 
tillfririil iiHciiul I Idtt .iikJ tidic tiirirt .iiul 
•dhcf ((riicrdl |Hili(ii.il ,111(1 niiriiifiiii inn 
(litioiit dllrilmy Ihr priNcts nl i dpil.ihti 
41 lUniUldllOM tlK; 4 M I'tKldlll > III kIiiIi.iIisIIi 
It Ururly Ilir |iridliKl nl (.4|iil4litl Inn i- . 
(Icicdtinfi rihkiitciMHit *iirk my i Uit. (ic.isdiK 
druKiiidllhusmest iMililicdl Inn rt.idptnnny 
IIk tlalr, rnlnri iri){ .iitli vtrll.ifc |hiIii tct .mil 
lliut (lr|>(i-\viiiy li viiiy tidiHldiilt diuk 1 C 4 l my 
time iiKcntivri pnitiinliiiy i.-t(mr1 ■iti.ilryifv 
(III I'oniiiiiKiiiitrd idpiiiil) ilcviiihctl d‘. 
'Xlobdlit.iiiim ItiriJrcItrK'iil xlnbiilitdiiim' 

It Ihc pimliii’i 111 llic wniUlwiili' iiitis nl 
(dpilalitiii ituili lit (liirinx ihc I'Mliti diul 
IIk tivr III luliiinji dinl tmial mnliitiniMiy 
movcincMlt vthich tiihnniiti.iio rxirindl 
exi hunxi^t in ilniiKtiii.’ siHi.il limit ,inil 
iiiluriml dcvclnpiiicnl ihrir vtr .iir ilc.iilv 
mil ilctiiibinx 'iiuiiirchy'I The iito nl 
((liibulitm IS inlimiilrly irliilnllollH' yrnwih 
III t lilts iiiiiniil diiii iho tijiiri'/i' nl prnhit 
diirinx Ihc tinntnl xlnhiilit.itmii pcitiul 
•ttn* i.ilcilitilhtlir 'welllire tialc I hcmtit 
nl ilccliiimx pinlilt attiHnilcil tttih iitin); 
piipuliii iHiwrr It Ihc tnim-c nl ihc ilcnnsc 
nl 'nminnat ilcvclnimiciu' I'hc tutiett nl 

capitui III iiiHlciniiiiinx (Hipiildi |hiwci. iJit 
mdiillinx Ihr wclldic tl.ilc .imJ cntivcrliiip llic 
iHHie intn dll intiriimciii nl ntcitcut expan 
Mon It the underlying mnditinn loi xlnhalt 
Mtinn, not Tct hmilnxit'ul th.inxcs', 'isnrid 
nurkrl ini|>cralitet' nr llic 'Inxu' nl c.ipildl' 
l.cl US c.xpldiii l-iitl, Ihe .irxiiiiieni (hul 
glnhali.tiiiiimiMhcrctulinl ihcicehnnlngieul 
nrinlnriiuiinnrcsnluiKmlihc sn-cjllcd third 
Kientiric revnlulinn) hat several basic hut 
rundamcnial wcdltm’.ttct The nett coinpuicr 
driven technologies latiliiaie inlnrmation 
flows, increase the vclncitv of tianslers and 
nuivemenit nl capital, and provide the 
communication nelworkt that cate pinnt 
icItK'atioiit But Tcchnnlngt' doesmudcier- 
mine the Uvation at mvcstmeni. research or 
dc.xign Technology it not an autonomous 
MK'ial lotce The rates ol profit deternune 


how HifonitMioii will he utihsed The type 
of economic artivKy iwhether h h flrancMl 
ipeculaliun or productive invesunentxi and 
tutMmn It 4 luricliiifl of wjciopnlitic^ dexi- 
tunts and the stale's capacity 10 execute 
iliem PnlKics It in command of lechrudcigy 
fhe new irchnciiityiet tjciliiaic and provide 
rcv>urcrtlnrsocK>l politicaldccisiominade 
by whiilvricr social cldts iUKi'ur ccUMomic 
mtliiuliotit It iritiKiirnl of llic state Tcchnn- 
logy and new mliKmjliitn tysteiiit are >ut( 
4t( iimiuuihlc wiihndiionai'Vtaiit) models as 
with neo liberal iriiHJels. at the Asian 
lapilalisk derTKJnsKjied 

[III ari'ulticfil tb.it wurld market 
m>|irrati'.r>, inrittilulc Ihc dynamic force 
behind xinhalisaliori overlook t lb.‘ tiahility 
and dynamism iriliereni in local atul regional 
iiiaikcit Ihr compelmg deiiiaiidt between 
I lattes Imkrd In dillcrrni rnarkett meant 
ihai iIm.‘ lurn in die world market' it ruM 
die ictull nl iriificiativct' but ratlicr ihc 
retull of die Miperiiir pnlitu n mililary 
nigdiiitalinniil tot 1.1I (.lattet lilikixllti 'glohal 
iii.iikrit' 'Hie im(ic(alive diK's not cinjn.ite 
linm .iti ahtliail woild markcT but Irnin 
dir iMiardoMimiil mullmaliiHuknrpor.iliiint 
.md III Ihr govrinmeiil mimtlrirt linked to 
ihrni I'urtlieriihire. the whole ittue nl the 
mlliiriucnltliemailicl v.inet wilhilvrclalinii 
In nihci tiKial s nntidcraliont and i>thcr 
cnrn|>c‘ting demands 'I'hc ilatt struggle lan 
tha(iellir si ope and depth of 'market' driven 
liiivcs as has been true Ihrnughnul history 
I 'ndet the hegemony nl the (xipular classet, 
die niaiket' ime.ining die sapdalists who 
produce and sell cnminodities birpniliilciin 
hr siihnrdmaied lo serve mh lal inietetlt, at 
Ic.iti III die shiiit run 

The very language nt the ideningue.s nl 
glnbalitalmn it tluH through with a kind nt 
anihrnpnninrphitmthai nhwiircMitettcniial 
nature |•'nl cxamplt, the very nniinn that 
"the market dcm.milt" it inmtente The 
'market' diH's nnitung nt Ihe sort Only 
tfieciliv people nrg.inited 111 classes (like 
inrpnrale cxriiilives) and economic 
iMsIiltilinnt (directors nt the IMP and Ihc 
World Hank) demand in Ihe name ol the 
nuirkei economic policies lavcHirable to 
then inicresis rhe market' it a symbol nr 
code word tor capitali.sis and the ‘world 
market' lorcupdali.tls linked to multinational 
corpoiations and hanks The basic ijue.stions 
relaird ic> the behaviour ol markets are 
es.scniially poliiicai c)ueviions that arc 
ultimately resolved hy state policy. The 
relative im|Hir1aiH'c' of producing for scK'ial 
cl.is.tcs in the domestic market or the world 
market, the question of how open or closed 
an economy will be in relation to the markA 
(how to insert m the market), when 10 enter 
markets, atxl which markets, arc in great 
part influeiKcdby pcvlilical dccisinn-maken. 

There is 110 single set of commands 
emanating from a single .source as the 


'gioiialisaikMi' advocjlc* would lianv it. Tte 
ftobolHaiHyn of pRMtuciioii and etdwnfe ia 
the world ouiket iv a panicuUr iwoinuod 
cmartating from a specirtc set of cUmcs 
■ etponert. finatKiers etc) dictating a 
particulai type ol invertuifi | free marfcets'y 
finally, the nonon that 'globalisKHMi' is 
'.V retull of the logic of capiul' is both 
..tocijl and ahistorical This paificular 
dvcontiUion ol glohatisaiion obscures the 
(nutiiplc actors idilfercnl caprtols. rule of 
workers, etc), and multiple slates ihai inicr- 
.enc and shape Ihe movemerus' tot logic) 
ot vjpfial v.'conJly. ibe 'logic of capiial’ 
.ippioach tails 111 explain (he periods ut 
incoluiiofi' ol capital. Ihe crises that cause 
capital lo go ocersras or ii> return to the 
dofiicciic economy Ihitdly. it fails locaplain 
Dm; JiMeieni degrees ot insertion ol capital 
in Die world economy al ddtcrcni limes 
Itie logic III capital' approach is a linear 
coiKC(itioti of capilal tiHiving upward and 
outward without any sente of ilt rite and 
decline Nor does it locate '(he logic’ in 
relation to Die lole ol (xililic t. icieolugy and 
state policy m setting (he parameters and 
conditions (or .apital accumulation To 
understand Die real or historical process ol 
gloKiliv.ilioii rcquirccari analYMsol Ihc state 
and its relation to v apil.il, N>(h in the impeiiul 
and Ihc Ihiid world counlncs 
Ttie main proi.igonisis of glohalisalion arc 
asc cndinginipcrialisi counines. 1 c. countries 
whose principal economic insiituiions arc 
‘world compelitivc' and thus have nolhing lo 
lose andevcryihinglogam tiiim 'Itcc Iriuic' 
and 'ci|)4‘n markets' Ascending impcrn'! 
counines lavour untesiricicd globalisation 
Tticy lend to open (heir economies as well 
as di'iiiand 'openness' ol oilK'rs ((Germany. 
Japan) Second groups ofcounincsIaviHjnng 
unresirictcd globahsalion are 'clients ol the 
.ISC ending impcnal counines who ‘specialise' 
III cxpoits ol agro-inineral. loresiry and 
maiitimc (primary) gcxids that provide high 
profits and inputs tor the growth ot imperial 
ccnites (rtnlc, for example). 

IX'clining imperial counines comhine 
restnclivc atul selective globalivition. pur¬ 
suing openness where they cull retain .1 
ciuKricir conipctiti V e |X)sii ion while imposing 
stuic import coiicii amts in sectors where tlx;y 
have lost c'omtxrtilivcness (the I'S) Ascen¬ 
ding developing countries with divcrstfiecl 
industnal bases combine globali.sation as .1 
formula lor export while retaining strong 
state regulation that controls inflows ol 
foreign capital and imports that may hindn 
weak or newly emerging economic sectorc 
Thus while all countries pay lip service lo 
Ihe glohalisalion discourse. Ihcrc arc varying 
intcrpreiai ions of its meaning andapplicaiion. 
according to their livation in the imperial 
cycle (ascending, descending! and then 
relation to imperial ccntrcslclicnts/asccnding 
developing country). 
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In iKh ciotiini. die state IS by ta die iHtsi 
Ideal MCMpolidcal afcm ui the process ot 
lotaatuaiion. The cemial role <d the state- 
promoting glohalisaiion is ilhisiiaied h\ 
. essential acuvit> in iminsiiuciiii|! the 
.HUdiu system ai ihe end of (he second 
orU stat. The starting point for the currcni 
use of globalisation is the rcconsinKiion 
«estcrn Etmspe and fapan ihrcaigh (he 
arshall Plan and (he subsequent military 
liaiKcs (SATO. SEATO, clc( Slate to 
rie ccotsumic policies and military alliances. 
;gel> at the initiative iit the L'S impenal 
jie, provided Ihe ’shell' for osciscas 
pansion ol Ihe multirutional cot porations 
K- I'S and Huropcan militufy and CIA 
;rrveiiiion in the thud world (Indo-China. 
iiea. Vietnam. Congo, Santo nomingo. 
Joncsia. fmalcmala. ('hilc. Brazil, and so 
I weteoKlcnsions ot .state policy sccuting 
r various regions lor niullinalioiial 
[Miisiiin The impenal Male also hrokeied 
.msilions’ from colonies in independence, 
.iranieed siaie aicess and ssidening 
;Hirlunilies lot iiiultmjlioiuK (Keriv.i 
geria. Jamaica. Malaysia, elc). 
rite imperial .'laic also played Ihe puns ip.il 
e in ofienirig ihc world esorioiiiy ihtoiigh 
' ircation ot supfiosedly 'miernaiion.ir 
iiuifiiic instiliitKHis such as the World B.nik. 
tl and OATT These insiiitiiioiis tsere 
miolled by apiminlees ol ilie tespeeiive 
penal slates ,ind llieir liinction vi.is lo 
.pl.icc national niarketsanJ Iik at piodusers 
d undermine {Kipulai social legislaiion in 
lei 10 laciiitaie (lie cnliy ol iniiliinalionals 
.1 the primacy ol domesiu ex|<ort elites 
idiicing lot ihe inaikels ol Ihe iiM|>eiial 
.iMirics 

■ n ,1 woid. Ihe im|H.-rial M.ne played a 
iilaiTK-nial role in Ihc economic icioic 
III lion ol Ihc major corpoiale dominaled 
Tiomies. provided a mi lilary - (n ihlical shell 
ns expansion, intervened to preserve and 

.•[H.-n Its presence while il linaiiced at the 
lie lime "inicrnaiionar' lending agenues 
It iseic cMahlished lor Ihe sole purpose ol 
ening ne" inarkeis and crcaling new 
esimeni sues Tat Irom being anli si.iiisi 
illinjlion.il capital demands an 'acluisl 
II- . but one that dismantles Ihe wellarc- 
u- in favour of globalisation tinder the 
pelus ol cxport/multmational c apital, ihc 
penal stale subsidises and tmanecs global 
’atision while lacihtaling inicmal cxploi- 
on to accumulaic capital lor expiiri 
•\ similar .ictiviM role is evident in Ihc role 
Ihs- slate m the third world There is a 
Iccitcal relation between the stale mie in 
domestic economy and in the process of 
ibalisaiion. By pursuing policies ol 

■ rnng wages, implemcniing social culs in 
budget, transferring pensions to private 

iitai. Ihe third world states reconccntraic 
ome upward for overseas expansion 
lobali.xation' or ‘capital rcIcK'aiion't This 


proc«B is most clearty evident in the euneni 
neolibera) phase of capiialism with the m>- 
called siruciuiat adjustment policies' 
Oesigned by the IMF and the World Bank 
in c^laboration wiih third world stales. 
-JiiK'iunl adjusimcffl policies merrase ihe 
' upw ard' (low-s ot HKomr and the ax ail abiliiy 
ol naiuinat puMu: property lor prixaiisalion 
111 iimlimalionals and the wealthy dtinicslu 
clues 

A11 lold. the inipcnni aisd thud w orld si ales 
•tie csscniial elements m establishing the 
mill,Il conditions tortheiiK>xeinentt<lc.ipil.il 
and eiaN'raling incenlixcs and jMluies 
iptisalis.ition. free liodei lhal t.iciliiaie its 
ii'iiiinued rx|iaiisioii while shilling ai the 
s-ime lime ihc buidcn loi ihe periodic crises 
ol capualiMii onuithe shouUleis ol w.ige .md 
s.tl.inesramcis lnnocasrd<iesmiiltin.ilioiul 
ijpil.il iieate Us own universe oi iransiciid 
the exisiing si.ne sinicluies However, ihe 
quesiion remains how ilo we spcstlicallv 
aiialwe .ind undersl.ind Ihe eurreni phase ol 
glob.ilisalion'’ 

S|H-.iking Ml the most general leiiiis. lire 
l UiieiK phase ol globaltsalioii rx-preseiiis the 
' rest 111 ! iiirtiig ol the world econonivihrotigh 
liN-ialis.iiion ol i.ipiial Hows and Ihe iiiles 
goserning llie inlein.itioii.il operalions ol 
lin.iik I, it iiiMilutions itelween 1041 lo I‘I7 < 
Ihc- world economy fuiulioned on ihr 
pnncijilcM'l the HreiinnWiKidssysieiiiwImh 
i-nl.iiled Ihe tolliiwing libcialisrd inlei' 
n.ilnm.il limle. a eoiilrolled lin.inci.il ordei 
111 which exchange rales were |K-gged lo ihe 
dollai and an .idequate volume ol moiiel.iiv 
reseicex lhal was cilsurc-d via Mibscriplions 
.ind c|iiol.is. and ('.S hcgc-inony The Mrelloii 
WiHids syslem was ah.iiuloi)cd in I'I7I and 
Ihc inletnalioiial nionel.uv sysiem was 
resliiit luird around no.nmg exi haiige rales 
III l‘J7i when llic I'S lost Ihe jiolilii.il .ind 
ceoniimic cap.icuy In niainl.iiii the sy'ieni 
due lo the rise iil new uii|H-nal powers lhal 
challenged its hcgrnionii loln in the world 
eionomy The end ol the Hiellon Woods 
sysu-m signalled Ihe hc-ginnmg ol a new- age 
ot inler-im|H-ii.il tom|H'lUi')n and. iiiionse 
i|iientc'. .1 new round ol i l.iss war agamsi 
labour as the capiialisl classr-s soiiglil lo 
c-Mabhsh unil,ileratly (he lerins ol pr:Kluelion 
and the conditions ol work in an c-Korl lo 
sec ure w liolesale shills in the laboui/capilal 
relationship and lo reorieni the domcsiic 
economy lowaid ilie v.oild inarkci'. It is 
wilhinlhiseonlexl. lor example,lhal virtually 
all governments in the advanced capilalisi 
nations begun by ihe laic l‘77(K to remove 
(he foreign exchange and foreign trade conirol 
laws that had been in place since Ihc- Inle 
I94l)s and lo advance spc-i ilic polilical and 
economic slrategic-s that sough! lo off set Ihc 
downward trend ol profii rates of 'muliina- 
liimal' capital | Hailey. Hartcund .Sugden 1994) 

The c urrcni phascolglobalisalion IS riKried 
in changes m (he correlation of class forces 


within the ktatc. society and the woriplace. 
The eclipse of trade unions and left-wing 
parties, in pan the result of repression in the 
I97(K lArgentirui. Chile, Br,izii. Indonesia, 
I’niguay. and so on>, of co-option (irade 
unions in the I'S and western Huropet and 
the nghi turn ol mvihI dcinivraiic and many 
communist parties, allowing lot high rates 
ot .h'cumuUlion by depressing labour costs 
.uidihiiseni-rHiraging 'globalisation' indeed, 
once Ihr globalisaiioii ptXKess look hold, 
there was a leedb.ick ellccl overseas 
insesimenis m clira|i labour undermined 
l.iNniiMole,isacounieivailingtoix-o With 
itadr unions and labour moscincnts 
liagmc-nied. capital w.is tunher encouraged 
lo iniensity exploii.il ion and export ofcaptial 
III a loniinuing spiial Ai llu- same time, slate 
inu-ixcniion w.is iinw lierly directed al 
conliolliiig and delinnig llir siK'ial aclivilics 
ol mil society and csiablishing new 
IMiameleis loi |Ki|ilical and economic dcbalc 
With srKijI aclors on Ihe scene oncnIiMl 
toward Ihe 'world inarkel'.neoliberal sialism 
bi-i.mie the coiiliolling ideology stalc- 
stibsidu-s|oexi*iHc-isandtlu'public .subsidies 
111 piisalc bank losses weie accompunicd by 
inasMxe siau- direcicd ledisinbuiion of 
iiu omc- upward and ouiwanl and justified on 
the basis ot 'iiiiein.ilion.il compelitivcncss' 

To be sun-. Ihe glohalisalion priKws is a 
liiglily conirudiciory phrnomeiipn. As 
imiliiiuimnal ior|Hiijtions glow oversea.!, 
Ibex abvitb a growing propoiliun of liKal 
ic-soiiices while the tiseal bases tu sustain 
Ihe si,lie ih.ii su|iporis the mjliinnttnnals 
decline The result is an increase in tuxes on 
wage/snIaiuM workers relative lo mullina* 
tional cor|Miiuiions and dee)ier social cuts In 
finance Ilie export economy. Hence, glohuli- 
S.1I1011 I-, .u'conipanied by (Jome.sitc decay. 

What IS hap|H.-ning (o most capitalisi 
economics and counirics ihtoughoul the 
will Id IS comparahle to (he prwesscs that 
liHik place in Ihe mid-19th century: large¬ 
st ale giowili ol ciipilal accompanied by a 
gi-omciiic rise in unemployment, poverty, 
crime and overall liumim sutfering. Today, 
the olbei.il number ol the unemployed in 
(ouniiies of the Orgjini.satirm for ^-onomic 
C’lMiperaimn and Development lOHCD) 
stands at over Jfi million and is growing, 
with some I.S million having given up 
searching for a pih (OF-CD 1994; 9|. 
Indicaii VC- ol the naiure as well as Ihe severity 
III Ihe cflects ol glohalisation, Ihe rule of 
jneinploymeni in the youth labour force 
among several OHf.'D counirics is 30 per 
cent (Ibid 111. By the early 1990s, 15 out 
ol IK ol the so-callcd developing countries 
had steadily declined in meume growth, with 
some of the ‘cionomic miracle’ cases - 
Nigena. Argenlina. and Venezuela - having 
their gross domestic product drop by double 
digits (Arnold 199.3; 47|. World inequality 
has also reached new dimensions: by the 
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emly IV^.ihcrtftfxliHcrentMlinptrcapiU 
i/Ktfnic t‘riween iht rictteu 20 ptf cm oi 
Liiiinirte* Mui !hc {iimjicm 2t> per leri* Houd 
dt ft^ iij I Aftil di 14'iiii I fwtwcen (hr rrcticti 
lOftri Lem III (leiiple jml iltc {MiofeM 20 per 

cem I Arrmli) \‘fti 4^1 Citi4i4l (.tiiiUliirn 
en<>iirr<i tli.ii riHite llun » hillmii >>l Ihc 
wiirlij X (■ciipli live in<il>v>lii(r (Hixerly Ihtinx 
IW2 X) M';«-i»im M rmllu/fithikire-ft</(/: 
ciH li year a n.-Mjll ul (xixrriy |f Jinx l'W2 
M| Ai iIh' xalikr lirnr llir (nim ipic of r>fiilil 
fnaxliiii’iiitnai vnhiili mi«:«layx ).’<rcx inrti 
plelely urn het |inl unUer tfii- pieirti ul 
iiprrafinyr ILL j y'lnha] irtarft cr Ihff/iirnx lire 
VKiifUl'* illiarieiiilLitfiiaJ (I) laxU i I lie (f‘if»L al 
liiresix alri-.irJy rltriuinial t’y rriufe rli.in 40 
|triii-|il ami|i'i4|>|N-ari[|>> n.>r,ilri<t lOIXlO 
Hi 17 000 XL] riiili-x rn'rx yrai' |l .lin\ l*W2 
II l.'l ax itiulliii.ifiiirial litiil’er lunii'inies 
are haxiim a llelij <la, tittiln Ori- lia*le lice 
iHJikct IryixIaOiiii 

liuleril. then iilii^Mi alI'llci tsnl jlluhalixa 
limi are %lriliii/t> i alaxlinpliii liiiilt i Ihc 
lisLal prcxxijiex iiii|Ni\ctl hy i apilal iiinvc 
ilicniy. llic tlillil wiiiiUI \lalc in pailu iilai vllx 
nil naiie .iikl mnir nl Hx |miIiIu rcMiiiiicx 

liitrxts. iiiiniiiyr fCKiinix. natural irxcixci. 
liiariliinrrexiaitLc. Inlliixi.niiic»l,iliey'lealn 
Ihc exirriial intcyialinn ilu- yiciiici llic 
cxpliillalliiM III ikniH-xlh icxiniiicx In tiicl 

itvrrxiMx e»|Mnxiim t'.xicinal liiikavrcx 
hriwmilhirilwtirlLli apiialixix.iiKllliciniiiii 
iialtoiialx i('i|Uiiex vaxi .iiihiiiiiix nl lapilal 
aiKl, in a itr|iciutciil i apilalixl xclliii^. i Imm|i 
liibimt iUmI pilliitic III Ihc rifiiiiial icxniiiicx 
luc Ihc only lucaiix u vntl.ilili' 1 1 >i ilir iin cxxai v 
iiiriimtilaiiini nl xapii.il li>r ilic imiiiiiiiiii 
Hilr. Ihc priL 1*1)1 'illll■|l!rall■ll^ iiiinilic anirlil 
ci'omiiiiv lx cv|)cnxivc ami Ihc qiiu kcxl mad 
lyviiiiinIii)iiiCLlcii.|)l(Mliiiii>imlhi>ii tcncxxaOlc 
rcMiiirccx Thix ix the Icxxnn nl hia/il, < 'liilc, 
Mexicn.Cnivaiia. Niy;criil. anil xnniany nllici 
Ihiril wnrlit naliiins 

The (irinxvii))! cnntriiiiii'linii hclwrcii 
KhihaliMitinii .iriil decay nl (Ik* dnmcxiK 
ccnnniny and xiHicly in iIk’ nniih and the 
cniilriHliLlinn Ixciviccn Krnwinpcliic inlc)tra 
liiili in the xcnilil market and the pillapc nl 
domcMix icxmiricx ami labniii in the xmiih 
IS crralinyr iIk* haxcx Inr a new kiml nl mici- 
naiiniialisnihmllamiindcnniinimoppiiMlinn 
In Ihc ciipilalixl Male and ^Inhalixatinn 
Mainntv innvcmciils exist Indav in Ihc I'S 
mul Mcxien .ijiainsi NAITA In I'.utopc. ihc 
iiH>vcnicnl iDxs'.inl ci'oiinmic and monetary 
union IS iimlci severe attack And lhrou):l)oii( 
t.alin America pcasani tnovcmrnis arc 
■m)vin}i loihe loretronl ol'lhe Mrui^fileagumM 
globalisatioi) Moxxexci. ai ihc xaim* lime 
Ibui drIciiMxe slrii^'jiile.s riner^’c in laxoiii ol 
ihc wcllarc Male. iIk- deepemni: crixcs ol 
gtohalixaOon arc pcncraiing icaciionars 
solutions ■ ehanncliM): midsllc classes and 
working class disconicni on ihc mosi 
oppressed pn'ups in siHicly (immitpani 
XX orkeis. XXonx'n and minoidies> - and scvcr.il 


mngiMled foriM of potmcai orpmunon 
jml acDoa iMnfir-isMic poltuc*. tdeniiiy 
pulilm, ant v> oni 

Let us he Muni In iwiltr in couiuer ettec- 
lively Ihc process ol fkihatisaiion, i>ru%et 
nl mternalionai labour sotidamy must be 
urgently buili and the slate must he vietared 
as a major rcvairi.e and lever lur change 
'this Slew rnusi be accornpaniesl by ao 
a(i{)foacti that minirmsex bureaucracy and 
fiiaxirniscx Itic redistribution ut lesuurccs 
williin iisil siKiety Social movcmcnix 
wnikiiig tor radical change mus' reject ihe 
sharp diMinctionx tielwcen slate and civil 
vox lely as (hey no l•lrlgcl esisi - catnialism 
thri'.cx on rsploiiiny the siaic (and the mass 
ol working laspaycivr - as well as (tie 
ideology ol idcntily poliiics’ and multi- 
cultural lilexlyle prrlitics - phenomena more 
akin lo conieiniHirary capiialixin llutn to iix 
xiihvrrxion The challenge lo the com- 
jirlitivcnexx ideology niuxl grow (ruin the 
solidai ily III compeleni aiHi productive tor ins 
1)1 OK i.il orgariisalion. n<H Iriim ihe escapisi 
yiip|itr leisure lulliiie nor Irum Utopian 
intellei tual nosi.ilgia lor countcrculiural 
xiyirs Wiihm this cotiicxi. the naiional 
Cl oiioniv must he sevrn as the starting jioinl 
lor .iiiy polilii al conirotilalion with Ihe 
glohallx.ition o| capital The iheioric ol 
glohalisaiioii I global compeiiinin’, 'global 
iiMikei place’I. which serves lo reduce wage 
levrlx toward the loxscxi iriieni.ilional levels 
w liileenciiuragiiigihe in)|ioti ol ihe products 
III low wage lahoui. inusi be countered by 
a sir.iiegy that hliK'ks the diversion ol local 
prolils overseas Measures ranging troin 
X apilal I ontiols lo sm lalixalion ol ihe means 
ol priHliiclion and parlit tpaloiy democraev 
can beionic ceniic-pitves lor the recon 
siruc lion III a luhoui loice c apahic ol I ighling 
on a level playing lield 

In a xx-orld where the lorccs ol globalised 
capitalism •lie "iiiiimiig itie tilm ol history 
backwards by ■iiielling xiowii’ the Mislairwd 
Ireiid ol a ceiiliiiy," |lloli l'h)0 14) such 
levpoiises on Ihc piirt ol all progressive 
polilic.il limes eserywlierc seem lo us 
ohiigalorx 

Notes 

1 I'hcsecsliiiialcsaiciknsedtniiiisc-ceralsiHirccs. 
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p2M 
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REVIEW ARTICLE 


Naxalite Herrorists and Benign Policemen 

KBalacoiwI 

■salitc Terrarisni: Social and Legal Issues hy K Aravinda Rod, Hast and West C'hcnnai, 1^0 


IE nanalite movement in Andhra Pradesn 
10 W nearly three decades old It has mans 
-tones and much uiMnsmercd cniicism ii< 
disetrdit It has shaped ihousandv i<i 
I visis and inspired persple a hundred II nH-^ 
ire in numhet It therefure claims that u 
hciealisaiionnl 'thepeople's' suhjeiimis, 
!withstanding theijualms of sceptics w ho 
I see no ssas ihai ihe people can impose 
ir w ill on II lis cadre have died and killed 
numbers of ihe same order, tl noi in 
^iiseW csfual number, and whether ihcs 
sc died or kilted ii has been an cc{u.ill> 
■rcilcss death The (error il inspires is no 
s than ihji ol the police, though unlike 
' police 11 also inspires a tot ol altiviion 
itside the Inbal areas it has nut rcalis 
needed in realising its principal slogan 
‘lantl to the tiller' (which m praclicr 
.i.illy moans land lo the landless, a 
fercncc that is neither underslixid nor 
■orisedt. hui ii has succeeded in turning 
(siwerrclaiionsol rural Tcleng.uiasoiieis 
side dow n II has pioduccd iiimmierablc 
els and singers from Ihe toiling 
iimunities. given hiicts and a purpose to 
ny young law yers, and inspired the ideas 
leacher-tnielleciuals in provincial 
sersilies. colleges and schixils as well as 
icr white-collar sections of society in ihe 
ill Uiwns This intellectual outcrop has 
rhaps distinguished itself more in 
.siiinatecommitment than in inicllcvl.hui 
very e.sistencc is an achievement ot sorts 
I a bulwark against the kind ol reaction 
K'hncss’ly educated sections arc elsewhere 
■ 'pted or themselves prone to li has pm 
wer in the hands of raw youth ol 
.litionally powerless communities, given 
m bombs and guns and a world-view lo 
de then use. hui left hanging in the uir 
uncomfortable questions stemming from 
oticn arbitrary and always ruthless way 
I power IS being exercised. More vitally, 
haps. It has no real answer lo the question 
* the revolution it plans to bring about 
sMng in differ in its shape and its fate from 
the communist revolutions that have been 
i gone m (his century, except to reiterate 
isownevident satisfaction that 'thepeople' 

I solve ail probleim. which anyway appear 
upcrable only to intellectuals, or 
:cmaiely) that some difnculiies do not 
si and the residue will Jie taken care of 
the 'cultural revolution', 
ihnte surprisingiy, there is no study worth 
niiomng about this very remarkable 


f'henomcfKin No mietlectual working in ans 
m tlic unisersiiies ot AP including those 
inspired by ihenavalitr mosemeni, hasi.ikrn 
the iiuuhle ol nuking a senous study ot the 
iiasaliu- phenomenon The dilemma ot the 
inspired ones is unslcfstandahle. toi they 
hive le.inii from the communist revoluiionais 
mosemeni a theory of sixiciy and sixi.il 
sh.inge hut arc yet to crall toi themselves 
ihcequipmcninecessar>ioap|>lyitsicatisely 
tosomples coniempcHary events Motesisei. 
ihcs have not yet learnt to tas'c Ihe subieil 
obiect - or commilmeni-objeciivits 
dilemma ihatischaracierisiicol philosophies 
such as Marxism lot which Ihe aii.ilssis o 
p.irl of the act .ind every act is an an.ilysis 
I hey h.ise learnt that it is not enough lo write 
history hui one must he pan ot the making 
ol hisiory. ihai lobc pan ol it is tube panivan 
ssiih Ills' resolution lhal is making it. and in 
p.iit Is ul.irwithihc sang mudot theirs oluiion. 
and that the true panisan is the inie scieiiiisi 
and Ills' true scicniisi is ihe inie panisan This 
view sloes not atls>gctlici lutc out the 
possibiliis ol s niis'isin. hut wlis're the act and 
the icncction .tie in truth asficcls ol iinc and 
ilicsame.cniicismcanonlyheself-sniicism 
Tnrealiscand remedy the inadcqiiasy ol this 
in full requires a muliilineni. humanist land 
perhaps alsocontingcnt I rcvtsionol Marxism 
Rut even without ihiH. Marxist mielleciuals 
elsewhere have led themselves ihiough the 
phils'sophisal chuniing lhai makes psissihlc 
liberation from political tutelage while 
keeping one within hisioiy. .Such a churning 
IS yet to lake place among the ranks of 
revoUiiionary partisans in Andhra I’laslcsh 
IfiJl il the panisans arc not writing history 
because of Ihcirown dilemmas, neither have 
the inicllcciual opponents and siiiics of the 
csimmunist revolutionaries produced any 
work of substance cniicising it. What exist 
are the documents and unsJerstandably one- 
sided reports produced by the revolutionaries 
themselves, the equal ly one - sided and ahusi vc 
leafleLs produced hy other political parties 
I iiKludingone naxalite group alxml another) 
and the ‘benamr publications of Ihe police 
who have a penchant for producing (very 
abusive) pamphlets in the name of 'the 
people', 'the people's voice', etc 
But one hook has now come into existence. 
It IS by a policeman, and not an ordinary one 
at that, Aravindi Rao is inspector general 
of police, presently head of the Special 
Intelligence Bureau (SIB) of Ihe AP Police, 
(he plainclothes sleuths and murderers 


deployed to aisiijehend and kill naxalites. 
their sympathisers, and wh«x;ver else i.s 
peiceised as ohMiuciing the anii-naxalile 
o|x-iiiions ol ihc (xilice. Hus SIB includes 
the aniK'd huisheiinrn called 'greyhouixls', 
.1 spes 1 .01 y named and equipped anti gucirillii 
|x>lii.s' lurcc 'Tliji the lUst analytical study 
ol Ihc ii.i\3lites of .AP should come Ironi the 
hc.id ol these hum.in hounds is a testimony 
io the sad stale ol alfairs piesaleni in ihe 
sl.ilc Tlie Six lal system which tlie commumst 
resoluiiotv.irics are out to overthrow has 
allotu'd Ihc entire task ot meeting Ihc 
s hal>ciigetothe police, lux only (hechullcnge 
lo SOI lets s orderly hie, which is 
undeisi.iiidahle. but (he challenge to its 
(soliiics. Us ethics and its philosophy as well. 
Polls omen me hy ii inning undoncntaiion ill- 
ei|uip|x'vi 111 undertake this tusk, but (he police 
s>l Andhra Pradesh are quite inemly engaging 
themselves m it, much lo Ihe discoinlliurc 
ol even moderately sensitive souls. A 
\ less point I hai hegi ns wii h order as the central 
good and scuichc.s m all unconventional 
heh.ivioui - individual or group - for its 
poieniiiil lor disorder, hiddm or explicit, is 
singularly ill-suiiedlorundcrsundingstx'ial 
or political tchcliions, or even the sociology 
111 s nine, lor Ihai matter. But it has been the 
late of Andhra Pradesh (hat the voice of the 
psiiue IS the loudest and most confident in 
analysing and explaining (he naxalites and 
ilieir struggles The day io-day cxpre.ssions 
ol police (X'daniry ,ve u.sually very embarras¬ 
sing This htxik is not quite as tiude, but is 
nevertheless unmistakably khokhi in Its tenor. 

That Ihe politicians who lack Ihe slightest 
vcsiigeol moial auilHintyto fiiccthc naxalites 
or any other principled political dissenters, 
ha vc gi ven up t he task of mceti ng the naxalite 
challenge politically is perfectly 
understandable, though not excusable, for 
whatever their degeneration they happen to 
represent the legitimate face of society's 
politics. But what is difficult to comprehend 
IS the abdication of all responsibility by 
society as a whole to engage (he naxalite 
movement in a rational debate about its 
methods and its means, its theory and its 
practice, its analysis of society's problems 
and its idea of their resolution. Society as 
a whole fits official face) and all parts of it 
minus the police hi^ve withdrawn into total 
silence and lei the (imui in uniform conduct 
the debate at the erode level which alone is 
possible for them. One cannot blame the 
police for filling this vacuum, for once their 
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(tin u wt up M the o«ly amwerio luMaliMi, 
the fUtt tnuu MUWMci ty aupufe • phituMiphy 
nml ( mir^itiy to nuuh ihiHc ptufetteil hy 
the commumM rcvoiu(>o<i»n«* One can of 
cduftc me It, fur the only philotuphy and 
muraf iiy pmcible fm the police i v a reduciiu- 
luu eicrcitc that brin(t everyihinc down to 
order and ditordcr.at intcffcctualt «hu find 
iheniseUet cauphi in phikiwtphicai diwut- 
tiun tvilh puiicefneft who have been allirwcd 
III become tociety' c titul ant wer to all ditymt 
discover toon to their frutiraiion hor to he 
under uaittant pretturr to engitgt in tuc'h 
a diakipue can quickly deailcn all that it 
tuhiic amt tcntitive in ihc human pureniiaJ 
't he hlatnc however thould he put on vtltai 
It utuajly called puhlii opinion, which 
warchet in tilntce at Ihc battle between ilic 
two (unt (oet on and allowt the (unt to 
appropriate lor ihcmtelvct the tole fiyhi to 
tpeah on behalf of tociely and lit tuiurr The 
vitmnof ificconitnunitf icvoludonanct. Ihc 
ibeory ol human etitiencc that tii|>portt ii, 
and the ttralegic means that are tuppoved 
to icalite it (o iioqueslioncd. and (he moral 
and imetleUual auihoitly of iIk* police to 
answei Ihit viticm (tars unchallenged A 
constant proMein with weapoiit it ihai they 
dumindlr not merely physically hut tiutn 
alvi intellectually and nHually Such it llic 
naluir ol itie im|>acl ol powei in gertcial on 
human hetiig,t, and weapons whether miended 
for gcNid or bad are a sure source ol power 
Itiough, to recognise this aspect of human 
Irailly is noi to«ondone the cowardice that 
allowt If lo past and makes no efIcHi to 
(ivercuincil liiehumantficc’icsditimguishct 
iltellasaiiioriilcreaiuir.andiiitanimponani 
ittoml priiK’ipIc rvolteci in (hr cinirtc ol 
I ivilitiilion lhat liuthshall not he CSC lutively 
tietlalcd hy )atwi-i ,ini| aiilhorily 

NaXAI ItM A.SII Tl RMOMItM 

Thclilleol lhch<H)k wNiiMilitr Trrmrifm, 
whichitiltrll injiciiliveol llu-ceiilral theme 
<>t Aiavinda Kao's Ihesit naxalitm i.t 
terroritm. and that it that Tli.ii thenaxalitet, 
m partu'iilur the ('I’ll Ml.) (I'eople't War), 
emtiloy lerrot .tt a iMiltitcal instrument it ,i 
tad, and cfuite often an unpicatant lad, hut 
that It noi III say ih.il it it not a political 
niovemeni It it pniiiarth and centrally a 
political inovenieiii. that it a moscmeni 
conceiiKd with lighting and altering the 
c'sttling tiatus of and rclalion.t between 
clatscN in tcxiety Terror is one of the means 
It employs Its social base is the poor and 
the oppressed, not in the .tense that all the 
pcKtt and the opprexsed are its supporters, 
nor that it takes approval liom those people 
for Its stratcgirs and decisions, but in the 
sense' that tis (Kilitics is onenied in their 
favour and Ihe considerable suppon it has 
IS among them. But perhaps to see the pemr 
a.s the ‘ha.se' of (be na.xaliles is lo make them 
.m .utnhutc of the naxaliie movement: 


sMacthmgtiutitliM Huai*not 
wrung way of seetflg It. but auucs out a veey 
imporuiH fact, that behind the nataliic 
movemeiu is a strong aspirabon of die 
opfiresied for a mure loIcnMe etiucsKC. 
1'his II ihe putitive lenie m wluch 'the 
mastei' enter the naaitile phenomeaon. 
whterh IS nuc ccgiivaietu (u saying that the 
pidmes of Ihe naxalilis is the htghesi poinicai 
expression of popular asfwations, a claim 
that Ihe commumtt revuluiionann make 
and cjn which it based their appr u poaUon 
til permanent juslificatirm for all that they 
(Jo m the name of the 'objective' tniemis 
otthepeuple Agivenpuputaraspirationcan 
havcditfrrenlputsiblcpolittcalexpfesiiom, 
and It caniKd be aiiumcd a prion that one 
of (hem must nocessanty be 'objectively' the 
higheti exprestion. though fudgmem of the 
iclatisc merits - on the whole ik in matters 
ul Jeijiil - canma he precluded on grounds 
of dogmatic relativism and epiMemological 
nothingness, if and when it is possible 
'I'hut, when we speak ol naxalism we 
tpcak of three clernenis mixed in a particular 
way a specific politics, a rather extensive 
scxial hu.se, and ruthless terror as a means. 
The siK'ial base has two faces- on the one 
hand it is the support ot the naxatiies and 
on the other it signifies aspirations ot the 
sub|ugalcd ma.sses In Aravinda Kao’s 
atialysit. the lirst of Ihcthrce is totally missing 
The thud, that is terror, is dominant The 
mcivemrni is lerriH and its politics is only 
a pretence, an excuse As for Ihe popular 
base It hat. yes lhat it acknowledged at a 
couple ot points, and even the economic and 
tiH'ijI causes espoused by ihc naxaliies are 
litird mil m detail, hut the people enter (he 
picitirc only in the toim of a gullible mavs 
whose problems arc 'used' by the ic'mirist.t 
to lurthc'T their nefarious aim which is (it 
.ippe.irs from his account) to terrorise and 
lerroritc and trrnitisc "Ideology is only u 
(ireicxi for terror" As agamst this, there is 
Ihe altitude of the naxahirs themselves: wc 
are the pco|'lc and the people are us. The 
reality is not lix'aied toincvchere between 
these notions, but r.ither ti swings between 
them The naxalitcs do not )ust 'use' the 
people They, have genuine sympathy for 
.iiid identIfication with them (which docs not 
prexiude lording it over them on occasion), 
they genuinely reflect the aspirations of the 
pet'pic, though as argued above there is 
nothing to justify Ihe appropnation of those 
aspirations for a permanent justirication of 
all their politics, most of their cadre and 
leaders come frtim the very same people 
whom they claim to speak exclus^(cly on 
bchall of. though that circumstance docs not 
necessarily justify the claim. The struggles 
led and waged by the naaaiites. and even 
pan of the terror employed by them, has 
henefiled the poor and Ihe oppressed 
immensely, a bcnefil lhai is perverse to 


d e scrib e a* a nmc tm manr. Y«i 

the decisions taken and the swM,(w.t and 
tactics adapted by Ihe nauliies are tteir own 
aadnotibMcof the people'eacepi by votuc 
of the gfOMly teductiontsi analysa adopted 
by them to the name of Manran-Lenudsm 
in devising the straiegitt and lactks they are 
fully conscious of the needs and hopes oi 
the people, but c«i be dogmatically uncanng 
and ruthless lo the poini of coming close k 
' using' the people Most ol their dcciMon<. 
are taken and imptemented ovee the beads 
of the people, but are justified in the name 
of the peo^ with the iheorelica) argumen; 
that (hey represent the most class consciuu' 
vanguard of the masses, and therefore arc 
as a maitcr of theory entitled to speak u.'. 
ihctr behalf even if the actual masses hait 
little say in the mailer. 

The naxalitcs' fight against the landlord' 
and the slate is not jusi for the immediair ^ 
direct benefit of the masses (that would b.-1 
called economism) but also for the capture 
of potiiical power, which is desenbed 
workers and peasants power and is theonsec 
osthescienuric Irameworfc foi the rcalisotiur 
of all cgaliianan aspiruions. That may be I 
so and it may not be so, but whether or ik" I 
the misses are greatly moved by this promiM’ I 
and this iheory. they must pul up with ilu | 
consequences of Ihc dctisi»n.s taken and the I 
acts perpetrated in Ihe name of Ihcir uwr I 
empowerment, like It ornut Aisdthc vtolena I 
the fear and Ihc terror that the naaaliic.l 
employ IS not aimed only at (he nch and Dk I 
evil but at all those (of whichever mhh.I 
class! designated enemies of Ihc movenic^-1 
by the movcmeni This subjectivity i| 
deciding who are the 'enemies of Ihc pco[)ir I 
allows lor the degree of arbitrariness thai I'l 
necessary to make terror an cflicacnx I 
msirument. if one can at all accept il a^ il 
legitimate instrument, for icrrot i" I 
accompanied by somedegreeof arbitrannc'' I 
IS m> tenor at all, a fact that intellectuals u.S'l 
defend terror in the name of high ideals ircl 
loo shame-iaxed to admit. The most vIm-'.'I 
sign ol Ibis effect is the curtain of fear ih.'l 
ssK>n descends over society at large. 
affects even those sections of the poor un I 
ore not supporters of the naxalitcs. I 
All this makes for a much more comf r’l 
picture than either the commui. I 
revolutionaries or the police would liki ''I 
admit. The author of what is happcnin}. J 
Tclengana is neither 'the people' n 'I 
'icrmnsm' but a particular political a)!L'’i| 
which hasa cfsmplex relation with the po'r4 
and their very real aspirations, and ‘•sY 
terror among other insirumenls as a mej'>| 
Aravinda Rao has of course read eni''..j:| 
of the literature on terrorism to knou ir-4 
Ihe kind of naming he indulges in o 'sl 
unproblematic. He knows syell the adafrI 
usually quoted in the very firu pageof N'* 4 
on (enonsm - that one person’s (etron'i t 
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noiker's ‘WQihiJ'. Thu ix not an excuic 
arjtunfytiif aHtheienariaduUFedin in the 
jmeof Bfaenbon. laTctoifaMo* dteuhenr. 
ut Die tecofnidon of • bauc pro Nem m 
ndenunduif and coming to mtiu wnii 
obiical tenor: ih« ti n> politict a» much m 
is tenor. and therefore has a bate in genuine 
uman aspiratKins. rc|iteseMt it genuinelv 
I some esieni or other, even if it is not ihe 
lie or highest representative as it usually 
aims, tor no itct.essvtly greater reason 
lan that it has more effective weapon power 
an the lehers. But Aravinda Rao gets around 
,is difficulty by a simple means ibere are 
nd there may well be siiuaiions that call for 
‘voluiion or violent liberation, but there is 
:i such situation m India. He is mu just 
:ying that there is no evidence ihal the (hhii 
M ple of the Tclcngana disincis .src all oi 
I amajority cons meed that forlhcbeliernieni 
' their lives they sliould he prepared lor a 
lolem overthrow of the present social order 
nd the establishment of whai the Maoists 
ill a new dcmsicralis' order That would be 
serious cniicism of Ihe naxaliies ami iheir 
[aims He IS saying (hai ihcre is no space 
. all for any s lolent revolution in India and 
icrcisnoqucstionol the people evei wauling 
because India is a dcinovracs which 
:sponds 10 people's problems and 
durations 'Thailndiandenxvrai.y isgenumc 
HHJgh to some degree will be iick nowledged. 
at ihc burden o1 proving that the degree 
suchas IS claimed by ArasindaRaushould 
I tact he upon him and people in power like 
im. for I he lack of sue h a degrt'e ol accouma- 
iliiy and responsiveness has been a scry 
'.SIC ctuirgcof responsible i rilics, who have 
Iciilified It as one ol itie mam causes of 
ililical militancy and terror m dillercnl 
trts of the country. Arasinda Rao on the 
her hand merely declares blandly that ii 
so and I hercfureconcludes that there can be 
iicasonfoi any violent revolution m India 
fhis attitusk' forecinsc.s Ihe one genuine 
icsiion lhal could fruitfully occupy anyone 
no like Arasinda Rao advocates ihc 
otection of the Indian polity against Ihc 
oicncc of the nacaliies. how to make the 
idian Male accountable to the people, and 
democratic principles, to the degree 
xessory to rebut the arguments ol the 
ualites. that is to say how to make it 
ifliciently democratic to create a popular 
imatc against violent options. Such an 
ulysis would have been much more useful 
an this polemic that presupposes a ndif- 
osient answer tolhai dilemma and indulges 
ridicule of Ihc revolutinnanes. Il could 
ive aided the cause of progres.s by helping 
democratise the Indian polity further, just 
the naxalitcs, whatever their faults, have 
ihetrown wayservedthecauseof progress 
r helping to improve the hveliho^ of the 
>or and instilling greater self-confidence in 
;m. But it is peihaps too much to expect 


a poiicaaaa id really wish to improve the 
democrauc coMefN of the polity to forestall 
violeM opoems, for few policemcii really 
love detnoctacy. though they neser tire ol 
calling upon it to rebut the arguments of 
revoluuonaiws 

One can imagine an immediate response 
to this argument; that it is unrealistic to 
demand of the Indian polity that it pros ide 
instant sduitons to all piobienu and msiaiii 
gratification of all desires. That is ol course 
impossible and nobtHly is asking foi any 
such thing. Quite balanced and res|>onsible 
cntics air asking for mui'h less, and esen 
that IS lacking. Ul course, for Ihc masters 
of the Indian polity. balanced and resp<iii.sihlc 
critics may be those alone who make 
allowance lor all the ditticuliies pmlessn! 
by the rulers. A dilfctcnl iniciprctalKiit woutii 
require a sense ol balance and rcspoiisibiliis 
m the demands of sacnficc that one nukes 
u(M>n the people m the cause ol progress 
Quick soluiiiHisareinany case dillii'iili.’.mil 
any jllcmpi to juslilv contempoiars acts ol 
violence and tertur by appealing to the very 
human erasing lor a short cut to happiness 
IS an iiresponsibic political altitude. Ihuugh 
one pres aicnl widrlv in radical circ les Whai 
one could on (he oihci hand demand with 
a full sense ol responsihiliiy towa'ds ihc 
people IS that the polity develop sullicieiiily 
genuine responsiveness to (he aspirations ol 
litc, liberty and cquahty belote ctilicistiig 
Ihe people Iih supporting oi lolcraliiig violent 
iiptioiis II IS a question ol creating iKinest 
faith raihei than creuiing insiani paiadise. It 
IS not that their is a lulioiul jgciii i ailed 'the 
people' I hat wei ghs met icu lou s I v the probable 
costs of Ihe option ol v lolcnl c hange against 
the probable cosi ol waning loi progiess. 
assuming at all that anybody knows the two 
costs 1'hc reasons why human beings arc 
attracted to sioleni options arc much more 
complex than such a model ol lational choice 
- or one of militani class consciousness, for 
that matter - would imply Rut nevertheless, 
lack ol faith in the potential tor justice 
enniamedin the present airangemcnl of things 
IS a very iniportani mipcilmg taciur behind 
political violence, or at any rate it is Ihc one 
factor which those who are on the side ol 
the status quo should he prepared to account 
for, as a mailer ol moral responsibtliiy, 
whether nr not that will auinmalically rule 
out violent options. If they have honestly 
accounted for ii. then they at least acquire 
a moral right to ask the people to give Ihem 
a lillle more time. But not otherwise. 

This police ofliccr, instead, dentes the 
existence of the one problem anyone - 
bureaucrat or politician - in power should 
answer m reply to the naxalitcs. and thereby 
leaves naxalism hanging ma vacuum,bereft 
of a rationale and hence a mere conccnlrale 
of tiresponsible tenorlhai only 'uses' human 
aspirations to further it s goal, which IS nothing 


hut Itself Apolitical lerror can only have 
tenor as ns goal. Political tenor, on the other 
band, can well has^e a very benign political 
goal, whether or not realistic, whether or not 
in fact realisable by means of lemw. And 
to say that human aspirations are only 'used' 
IS to deny the human dimension of Ihe politics 
- which IS Itself dented anyway - and to 
reduce the human beings to mere objects. 
That the revoluiionanes themselves tend to 
svimrtinics use people, a tact only painfully 
in cvideiu'c, cannot and should not lead lo 
the denial ul the actuafity of Ihe people’s 
ho|ics and aspirations :uut the manifold ways 
in w hichihey aielinkedtoiheicvolulionancs 
and ilwii siuleiicc. of which being 'used' is 
onis one dimension. 

1'hc Kvik laines the suhiiile 'Social and 
l-cg.il Issues', but ilir scKial and legal arc 
the two asjvcis its analysis singularly lacks. 
Indeed, any true analysis of Ihe niixalitc 
inovcmeiii would acknowledge that Ms 
gieatcsi ai hievcMtient is not economic - that 
would h.ive probably come about even 
w iihoui the n.isaliics, though perhaps more 
slowly but social: ii has hit latally at Ihe 
|viwer relations of rural Telenguna society 
and has endowed ihe piHV, the dalits and the 
Inbats with a voice of Iheir own and Ihe 
cuuiagc ivi s|K‘ak out. 1'hisdevelopment has 
already cxhibiicd signs ul turning into an 
embanassineiii for the naxalitcs themselves 

till the siKial slaves they have liberated 
are not all in a miXKl lo accept a new political 
masier. a loci thal would have perhaps 
cxhibiicd iiseli moie visibly by now if (he 
nia.stci hod been less heavily armed - but 
however that iViay he, the achievement is 
something lew which (he people of Tclcngana 
will liitever be graielut lo the communist 
revoluiionanes. 

When the political and social dimensions 
ut terror arc denied, whul remains is just 
violence, cynical andtrresponsihloviolenee. 
Dcpiciing political icrr /t this way carries a 
strategic advantage lor the policeman's 
argiimeni It creates legitimate space for 
inirixlucing police lerroi as an excusable or 
even necessary thing, whose lawlessness 
would otherwise worry Ihc kind of person 
who IS likely lo read a book such as this. 
It IS ainghi. the argument implies, to say that 
the police should deal lawfully with the 
violence based upon genuine social need and 
polMieal requirement, but that demand loses 
rational and ethical force vQien it is applied 
lo illegitimate and whimsical violence. This 
IS the strategic ad vani age that Ara vi nda R au’ s 
argunjent gams from the depiction of 
naxalism as violence minus political content 
and social raiion d'etre. Of course, those 
such as human rights activists who have 
genuine respect for rule of law'would still 
say (hat even such violence must be dealt 
with only by lawful means, and the law 
should be fair and reasonable, not because 
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I any htotlamcfluliun of iptni bwbecau^ 
ihenkDie the cure would t« wonc than the 
leaMt. but therr are bound lo be many m 
viety who would be »tiling to accept (K 
nplied vuggeciion that cuchqualms anioun! 
irratiotui hypercenMtiMty 

Pot h I l.AWil C'.XI 

llacirig ciallcd hiv tiaiiwwoik (o provide 
'jec tor appealing lovuchopinion. Aravinda 
ji'can freely argue in tavour of condoning 
tut are usually called 'police excevcw Ot 
'ursc, tor lomi'V vakeficdenies the excesvev 
c even says that ihcexprcsvion stalelenoi' 
hiLh not only the revolutionaries but aNs 
jniaii nghtv aciivisis use, IV inappiopn.iif 
ii a dcHHicfacy w edded to mie oi law vm fi 
India ii IS valid I inly lor (olalitanansiaicv 
IS not inv lase- that Indian dcniociai y and 
te lit law aic cniiiely IrauJulciU I hev aic 
•(. as a general ptopositinn Hut ilieie aic 
any siiualions in whish llic desiiiption 
.■ustulcni IS quite .i|<i ti- desiiitv Inili.iii 
'Miicracv Ilic handling ot .If inc'dnitlil.uK s 
in Kashniit. Sagal.ind oi lelengaiu is 
H'siKhMlii.ilion Aravind.iK.io vstatement 
.11 the stale goveinnieiiis m Indi.i have not 
^•.UedaIldlrallK^lanv sevieiiM'lK e .it'par.ilus 
i cliniiiialnig llu- leiroiisis rvicpl to llic 
.'tesvol law’ IS a l.iugtiable l.ilsftioinl Hi¬ 
mself lie.idv .1 lone oi fvilkeiiieti (Im: is 

• tel loi all in.icliial (nitpiises itoi I's men 
live -iiouiut with we.ipoiis hui witho'i- 
signia III tiaitie plates amt do not lewini 
I'll movements in any ili.iiv open !<• 
s|ie» lion land lias been i le.iieil spe^ iiu aliv 

eliniinale the leiroriMs (l.ivsitn. I m.l 
entitled h\ ilscll not hv llie pun ess nl .itiv 
■own law hut by the l.iwless nonir, ol 
I'l'i.iiy powei At anoihei point he s.ivs 
..I file ixHii (volii.email who n>ntioiiis ihi 
Halites |K'i|vlu.illy iivlis his net k a! Ihe 
lai ot Ihe .N.ilional lliiiiian Kiglils 
'iiimission 'rheiomplimenl should hi mg 
iliish to ilie pieiii.iinrelv wnnkled i liceks 
dial iiitaril iiisliliilion' 'I'lie s.id last is lhai 

■ only .illar al wliish the polueiiK-ii 
solved in aitli-ri.ixalileoperalionsnsk then 
sks IS the landniiiu's ol the nav,lines 
siiiselvcv Thisis sad lor Iwore.isons One. 
al vengetiil retaliation ol a parliculaily 
'll il kind should he the only lusiu c 
..rived lo K.' available against polise 
liensc in a reasonably civilised country 
s h IS nurv, and two, because the landnnnes 

• ihs'ir vislims very indiscriminately any 
H eiiun travelling in any jeep on any rural 
sk ol Tclengana rivks liiv liie. quite 
'cvpecti veol hivow'iu har,K ter and condus 1 
icie have been insiancev ol jeopeol lorcsi. 

■ enue and election oflicials being hit by 
Value landmines due lo mistaken identity 
■''pari Irom the NHRC, ihe magisterial 
si'.nries held under Section 176 ol Cr P C 
o police excesses arc cited by this author 
.1 real restraint on police lawlcs.ness The 


svne IS as ruliculous as the ertber This is not 
mraniicvylKm disrespect loUwlulprocexlunrs 
restraining the piilis'e. acharge that .Arav inda 
Kao levels at civil liberticv aslivivis What 
ihe civil liberties groups wivuld like is> see 
is leal and efievlive restraints and not 
mctleciive ones put on exhibition li>r loi m s 
sake \khai they •seek is not is« dtscis'dii the 
invinniionv ol law and luslisC to make ilie 
W.IV .leal lor the revsJulioiianes.as Araxind.* 
R.i.' insinuates, but genuine jvcv'iihi.tbiliu 
I't the si.i!e m.u'hinetv lo the law ,ind to the 
iighls ot die people II ihc in.igisieii.il 
enquiiu's did in last '.icl .is ,i chevk on 
I'l'sviMe(yiiueexcesses' (onlv possible, and 
iii'i o-.il". it in tact 'iniurrd ivisons .uivl 
ii.deiviidcnl witnesses' did ap|H'.ti beloic .ill 
s!'. t' i'iu(uinev lo m.ike then dr|><'siii.>nv. ii 
111 I.ilI ilieie weic sevei-il v.ises iii wtinli 
ilic ii..igiui.iies lound l.iiill witli the polne 
I« 'I excessive IISi' oI 1 i»iie .iiul in those s .iscs 
'.lie ['idi. c h.oe beeii pii'sci tiled .ill llu'st 
.tie .ISMmoils made hs this seiiioi olluet ol 
Ihe yn.llii.i Pr.nlesh pidiic tivillibcmes 
iiig.iMis.iiiniis would be oiilv too h.ippv 
,\i.is iiid.iKaokin'W sfK'tlei llv wellllul none 
I'l ihese si.iieiiieiils is hue .is l.n .is (>olue 
cviessesiM ,( wv dll'ii.ix.iliiernoveiiiriiU'o 
1 M'li ii'c.iiilifig I'i'liii' excessLs III odiei 
silii.iiioiiv Ilie most one i .iii s,iv r. ilial 
i;i,igisleii.il enquiries to l.ike pl.iii' vivdiii' 
III liiev .lie .ilf.ei ,in,i die more voin.iceou' 
.lOiom.’ the witnesses lit .iiiv i iln depose, it 
not III .ill v.ises. itien ll'•l|llrnIl^ eiiHiieh lo 
d'ow poliieniei' w nling Ivniks to v ile these 
v'hiiuiM ". .IS insi.iii. I'soi ilieii .1. t oiiiii.ibilns 
'o div l.iw Son 1' lepoil is dien sent lo tin 
tiiiioe minisltv by the i'(U|uitiiig exetiilivr 
in.igisii.iie wtill hi.iiciv l.ikcs miv odiei lli.m 
piiii'lv il.'p.iiinii.'iii.il .11 lion Oh erring 
P'llitt'incii .isviiiTiing di.il IV 111 ,It the repon 
li IS I. Mind l.iuh w nil pi llu I'liien w hu li is in it 
I ''111111011 siru 1' diec vei iiiiveiiiagisti.iles win. 
do these eiW(Uities .iir nol itidiii.il <illueiv 
hut IeVi rue .'Iln nils w hose viu .iliuii ni.ikcs 
I hem rie.ulv .is i vinv.il .iinl iiisen-.ilive .is Ihc 
poiii eriien whoin ihev work iheek by |Owl 
with Proscv iitionsiil (loln eolluersare very 
very lew. .iiul tieiuc puiiivhmciit in 
.11 viiidjiive w iih l.iw is vi-ry vervr.ire In Ihc 
V .C'C ol |>olu e .iiiOi lOe' in n.ix.ililc .ire.is. all 
th.ii one t an s.iy is ih.ii nmgivierial enquinev 
ate ordercil whene'.er die law requires Ihrm 
lo hr' Anel (h.il is aboiil all dial hapfienv 
Wiinesvesareonly tarelv allowed lo deprive 
PoliLC’inen are krtown lo wad ,il Ihe gale ol 
the enquiring magisiralc'v ollir e an'l abduel 
iiuenilmg wiinevves They.ire known to guard 
all ihe roads le iung Ihc village which is the 
vienc ol the oflencc and physically slop 
people troin going lo Ihe enquny Ttiere arc 
vases where the ;Kilite have entered the 
enquiring magistrate s chamber with 
weapons in the hand and brandished them 
at the depr-nenis If, alter all this. Ihecnquiry 
does find I.lull with Ihc police lor violating 


the law', the report IX either sioivd in Ihe home 
minisirx 's archives ih reiecied and a fiesh 
enquiiv ordered 

Aiavinda R.io will prububty feel he is 
being hii below the bell liar virhen one 
discusses a policeman's book, one is 
siippvvsed 111 letrain politely Irom lefemng 
to wb.ii he ifiK's when he is noi wniing 
KH'ks) It he .iiicl his reavleis .we leminded 
ih It one ol die very lew cases whcie the 
m.igisieri.il enqiniv held into an 'enc'imiilei' 
killing hc'ld 11 ii> betake hajipened in Warungal 
ilisinci al .1 lime (in lOSM when he was 
suiK'iinleiuleiil ot imlice ol Ih.il disincl. and 
di.ii hcsiiicessiullv maiiagcdiogeitherc|Hin 
reievtcil by die govctnineni and a fresh 
eiii|uiiv oiileied.itleitlh'enquuiiigexeeiinve 
m.igisii.m'. .1 Mill iiiilei'oi. was iiiinsteried 
mil ol die ilislMi'l .11 Ins behest 

I ei IIS leliiMi hiii'Ilv (ollieNaliiinal llunuin 
Rights ('ominission. and the mviieil it is 
.li coiileilby the AndhiaPiadesIt police ITte 
Xndhi.i Pi.idesh (ivil l.ibedies C'omnnltee 
I Alt I Cl seiii .1 1 oini'laiiil in Maieh IUU4 
to till MIRC .iboiil 'entoiinlei' killings in 
the si.iie this slate has been notorious foi 
ih.ii p.ifiiiiil.ii loTiii 111 exu.i |iidieiiil killing 
lot iieatlv diieeilri.nil's now Knl Ihr lU'Kfs 
h.iv e seen .in nnpicv eilenied evculaluiii in the 
m.iginiiiile oi Hie killings More than Wl |)ei 
veni ot Ihe encnnnier killings ol Ihe ihriv 
di'i .iili'sh.iveiaken I'liKeinihelaviMx ycais 
'M'l I (' desenbed and tabiilaird Ihc details 
ol dnv iiglv |ihrnoiiieiion and soughi lioni 
Ihe NHRC nothing more complicated lhaii 
.1 II si ,ii nieni ol the law uii 'cncountci' is 
.1 sell lainlessed .lel ol killing comtnitled 
widi die Init know ledge atid iniention ol Ihc 
|iri|ii einen.atidiviheieliireainmcal murder 
liemiine delenie ol die body is of course 
.III exieiniaiing v in umsiance in taw Hut ihal 

I sliilH-priived inai iiiirt Tlie mere statement 
ot (he killei Ihal he has killed in self-defence 
dm'snoisnlliveioeomloiH'thekilliiig Hence 
e.ii II ease ol ‘encoiinici miivi be registered 
as .1 vrime ol willul hniiiiciilc, investigated 
bv an .igc'tn V independeni (lo Ihe extent 
possible) ol the |inliic. and tested tn a court 
III l.i" lo del ide wheiher ihc plea of sclf- 
deteiivc IS well taken This is llic plain law, 
and II requires no iiidiciul aclivismlouncarlh 

II And yet civil liberties organisations have 
until recently liiilederinsistcnily intheircffort 
to c,i(()lc Ihe courts lo stale (his posilion of 
law III so many words. 

The APHigh Court tinally did so in IWS. 
and the NHRC in IW6 m response lo 
APCLCv complaint This year, Ihe NHRC 
has direelcd all stale govemmcnis lo realise 
that Its direclirin in Ihc APTLC complainl 
applies to 'cneounicrs' everywhere in the 
country. But this was preceded by much 
mayhem in Andhra Pradesh, which is 
periincm to Aravinda Rail's elaim that the 
AP polite II ve in perpelual fear of the NHRC. 
Soon aflcr receiving APTLC's complaint in 
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M«ri.h IW4. the NHRC dccKlcd ui firu oi 
Mligtii feel of the luxaliUrproMem' m AH 
Aot) w> II p»k1 t vuit 10 Ihe *i»u in Aufun 
19^4 UI gathef puhtu: upimon m ihc ntfeaed 
am* ahoiii the naiklite movcfneni ami (he 
) lovernmcfti t rrtfMinw to it They Uuioghi 
■ and line eMirwit complwn, lot (hat » whai 
(orttiriiin leoM: at ilie ladici j 1 mtiinci 
wmihi let'ommrnd •■ that ihr Sett laay in 
galhef puhliL ripmom it to «itil the aftecied 
iltMrtcit and hold o{irn enquiritt to whith 
people would |r mvtted to t ome andc* prett 
ihrir vicwtan<lprict3rK.rt Ihepovcirtioeni 
wat ee(ic(.tcd to eni.ourapc (Sc (leople (o 
attend the tettioo'i and rstxett tiieir virwt 
It in tiui did no tmh thoii; It did not even 
jjivc .1 iclcavr inroirniriy iSe peoptc td 
Ihr NHKC v vmiI Invlead. ilir polite 
niachinciy wav yraied to ctett ilwll ulnioM 
to hijack the viitinK'. I his they did with 'hr 
ca*c Solti III their tonicnipi Im anyiSmy 
liuiuial rhey inoSilited taiyr nuniSeis id 
VII inns lit iiaxiilile viiilrmr iiinlmlini; not 
only men of the etploiiiny t lassev of others 
whfi may iie rrasonaSI y ileu i tiled as ene tines 
III the (KHii. Sul alto vit tinis ol atSiii.ii v iiul 
unrcii.viiiaSlr.ii.t>iil vuilrmcliv liiciusallIrM 
plus paid mliiftnris ol the iMdue. kith amt 
ktn ol jwilurmrn slain Sv the naraliirs, 
jitolessionalI'rimiiials who live at the Sehest 
III Ihr polur and plaint lolhrs jMiliteiiieii 
themselves 'this i rowd Ihroiiped the pl.Ke 
id the siliinjts amtcieaied with their shiiiiliri|i 
and thnvini! siu h an atmosphere o| terror 
that anyone not Irirmllv with the poluc fell 
deieiiedlioini:oinpltH-re 'nwonly esiepiion 
was Ihe hittulliil of iivil liSerlies ihIivisIs 
Irom the l ompiainitni or^.inisaiion ami tin- 
few victims Ilf (uilice violence lliai tfu-s had 
Srniiplll with them I'hey lound the nisei ses 
surriHiiHled Sy a hostile toiwd w hit h iNNied 
ihem w It h ol Irnsi VC slogans and m.inhamtied 
theiii right in the presence ol the dignitaries 
ol the as llu- cniiie lot ol siijiciior 

[xilice oMicers ol llie district liNikcd on in 
ill ihsguisrdgUv ThishitppenrdoiisiiccesMvr 
days at Kanmn.ig.ir. W arangul and Nalgonda 
■ITial IS how much rcs|icst the Aiulhia 
fAndesh (loluc have lor the NHKf 
l ater the NlIKt' came Kick to Amihra 
Pradesh to piiisiic the matlei ITis tom- it 
came, not to gather piihlic opinion Sul to 
record es i tIencecoiK-emi ng si ic selected cases 
ol 'em'ouniers' Iroinoiit ot the list siiSmiticd 
Sy AfX'I <’ Ilie tmlice once again did their 
best III threaten, capdi- or buy oil witnesses 
They suc'cet-dedfully iiionccnse and |>uniall> 
in another. In the tematmng cases, the kiiti 
anti kin ol the dead men and mhei witnesses 
did appeal hriore Ihe NHR(', braving eon- 
sidctaSle police pressure Alter Scaring the 
evidence and the argumenis concerning the 
cfueslion whether the law allows impunity 
■o the pcdic-c to torture and kill. Ihe NHRC 
gave Its lepctrt in November 19*16 telling the 
gcivenimeiitol Andhra Pradesh inquile plain 


lantuageOiMM'eiicaiinicr'iatMiictorciil- 
paMe hoffltetde wtaeh rniKi be regmeied at* 
a c-nme, m vesofMed by an afcncy a» mdqicn- 
dent as possible of the local poiKC force, (be 
report of whtch is lobe placed befofc actmt 
that IS to judge mheth^ the killing in fact 
look place in self -defence This was. as utd 
above, in November 19% As this revKW 
IS writicn, aSoui 70 persons have been killed 
in ertcminim by the Andhra Pradesh police 
smec the publication of the NHRC's report 
but in not a single case have ihe poltce 
superiors - and that includes the author ol 
iho. book - of Andhra Pradeshditcclcdlhetr 
suhotdiruies to act in accordance with the 
directions of ihc NHRC, and they evidently 
Save no qualiivs aKnii not doing so 
I'hat , once again, is how miK'h the Andhra 
Prachrsh police respect the NHRC. and how 
iriuch in awe they viand of its powers 
bur one need not Selabour the point lot) 
iiiiKh Nowhere in the world do policemen 
like ihc idea ihai (hey iimi aie acciiunrablc 
lo ihc law Thai they believe, is like lelling 
g'Ki that he too is bouiul by ibe Holy Bmik 
ihai lie has pioriounccd in keep rmiitals in 
(fleck li would ISO! have manned what 
iiulivutual policetncn or an entire pt'Sec 
loite. tor ihar mailer ihoughi. hui lor ihe 
i.ict that ihis iiiiiiude is a samiiuned pari of 
ifir miiioii of soveieigmy of Ihc state 'ITic 
ifiL-ioric Ilf demiK'i'ac) .says that the people 
aie the true .Sovereigns, but while in 
ili'inm- (,«. IC s I hr (leopic do ha V c some degree 
ol c omrol os cr Ihepoliiiial musters, ihe stale 
as a whole IS as yet very leliiciani, and more 
so III ihiid woild ciwiniries, lo allow ilselt 
10 be held accountable lo ihc people, or even 
to Ihc law. which is a partial mode ot 
aciountabilily to Ihc people 
Aravincta Rao poinis lo the cntjuiries held 
by Ihc c-seculivr magiMralcs and the 
litreciions and recommcnilaiions ot iho 
NHRC as Ihe two checks upon police 
rnisfichuviour provided Sy the system (the 
impticalion being Ihai there is no nc*cd lo 
make any further noise abiuil police 
.iirtKines). but apart triimiiie contempt with 
which the police habitually treat these 
iiiviituiions and their prexeedings, it must be 
recognisc-U that neither ol (hem has the power 
It) pronounce judicially on anybody's guilt 
and award mandatory punishmem. Asapolice 
oltic'cr. Aravinda Rao svould certainly not 
countenance the suggestion that all enminats 
should have this lacilily of being held 
accountable to Ihe taw only through Ihc 
mechanism of an executive magi.strate's 
cncjuiry which ends in nothing more haamful 
than a report that i.s never acted upon, and 
a direction by Ihc NHRC which amounts to 
nothing more senous than an admonition. 
Policemen, of course, will not find this 
comparison amusing. Nof just poiiccmen. 
the sovereign as such does not like to be 
equated with common monals, however. 


democmic k nny dain to be. Bui : 
lumas banp will alwajrt nquire . 
poi tcuig - the ftate is never goUig to w 
away - it retnawn a problem of civiiisa 
t.< make its police swattow the idea that 
piy their nasty role within the strict h 
of the numu set by soctety The r 
important ncirm, of course, is duM the 
cii the polwc in society will be seve 
limited and circumsenbed within 
narrowest limits necessary Tor 
unfortunately, it is expanding to fill 
s jL uum left by dcc ayrngpoiiiical insiiiur 
and diminishing social responsthtliiy V 
IS happening in Telengana is only an insu 
of this general disease 

Civil, luaiKTiis Movfstts't 

f in.ilty, a word or iwn about Arav 
Rao's treatmeni of the civil liber 
movemem, in particular his berr ntur, 
Andhra Pradesh Civil l.iberiiesCummii 
A wriicr who wishes In be taken scriiv 
must hewate of bud blood, lor it makes 
a pcMH cntisjuc Aravinda Ruo's accour 
APCLC IS an esanipfc He is willm) 
corxede some virtues, however reluciai 

10 the naxuliir miisenieni. bui lo the i 
liberiies movfincm, none He docs 
comedc even ihc minimal vinues ol rcj 
and I'oinriH'n sense li is ol course iruc 
the civil liheriics niovcmcnl was tmiui 
I re.iiure r>l ihc ('PK ML i Whether or not 
firsi generation oliice bcarcrs were .wtu 
nK-mbers ol Ihc CPIiMl.i, they were v 
rnuc h part lit itseilms and poliiical discipl 
It IV alwi true ihal the v.iiiouv CPIiy 
groups in Andhra Pr.ulcsli would still 

11 lo he that way. and therefore moii vaio ll 
synipathiserv. and iniclicctuals amenahl 
iheir way of thinking and their dtscipl 
to join the APCIX'. so that the orgumsai 
m.ay heller serve Iheir needs Whai Aravi 
Rao know shut diKs not wishtoacknowlc 
IS that right in Ihc midst of this prcssiii 
ami of course the very brutal pressure exci 
by the police, ol which Aravinda Rao km 
quiie well, tor he was the sujscrimcndcn 
psilicc pi Warangal disinct when the I 
killing by ihe jxilicc of an APCl.C acii*. 
the elderly pediatrician A Ramanadlum.ti 
plm e in ihai low-n - APCLC has carved 
Itself a unique idemny and a wide-rang 
agenda, ll is not a qur.siion of moderate) 
cxiicmisis I'is-ri-ctj naxaliic violence, a' 
says at one point. Th.it makes ii seem s 
the worry is only about ihc quantum 
violence ibe civil liberties movement n 
uncritically countenance on the pan of re 
movements. It is rather whether movemc 
which arise from the injustices of society: 
speak and act in the name of justice st 
themselves be allowed In behave unjui 
and get away without any censure from 
human rights movement. But more than ll 
the debate and (he differences within 



nm ngte pcnaiAio lecogiito* 

; - or denyuit - a tpectTic role for ific 
ivcmeM wnhui each fpbae of social 
.iiHy. sttutfleami transfonnaiiaii, a rok 
: H KM merely supportive of 'peoplc't 
aggies' biM has an agenda of Hs own. an 
rmb of furtherance of democratic norms 
> values in soaai refanons and insiHttions. 
romakethecivit liberties movement touk 
iculous he says that mere arrest and 
rrrogationuf a naaaliie is denounced state 
tor by the civil liberties movement That 
lol true, and he knows it to he not true 
iwiihstanding pressure trum the 
otulKNianes and their ideokigucs that the 
Ties of stolciKC committed by them aie 
inmes but acts nt liberation, the civil 
mies movement has taken the stand that 
lilt not oppose the law taking its L'nursc 
he mailer ol levoluitonar)' violence, lot 
I IS pan of (he nilc ol law. What wc have 
H>sed IS extra-legal suppiession ol the 
.allies or anybody for that matter, the 
simcnl ot statutes such as TADA which 
.mn he called lavi at all it that expression 
ludcs respect for nalurai justice and cists 
.-doms. and the refusal in recognise that 
iind the violence is a politics vsiih its 
citic .MH ial base and imu'n i/'rirt. 

It jviltda Kao knovsingly makes the Ialse 
gallon that Inrtute ot mdin.iry criminal 
jieclsdoes riot evoke the kin Jut lesjvinse 
I lonuic Ilf (he radical aslisisi does On 
I onirary.il isihes ivil liheiiies mosenient 
I first dress'the alienlionol social consent 
iistsKlial deaths in uhich it is iiiosils iioii- 
itisal enine suspcs Is that die It liki.is in 
ihra f*fadesh and some other si.iies eien 
erisise msensitisc psiliiical parties base 
III to icaci to custodial deaths, ansi il ihe 
ris and NHRC are responding jiosiiivclv 
• iinplainlsol custodial loiliiie and killing, 
irs-diigoesiothe civil liheniesmoveiiieiu 
ay res .ill an ins idem ol nearly a dec ,idc 
ihat IS likely to agamemharrass Aravinda 
I One tan ol course comprehend the 
sarrassmcni. unless one is ol the utopian 
suasion (hat jxilicingas such land not the 
rev and kind of policing) is an ariilicial 
iiurr of human prc-hisiory. which is hound 
vanish once the epixh of true human 
lory begins Policemen habitually 
iplain that society leaves them the most 
i> job of dealing withexplicite.tprcssion.s 
ic es il in the human potential. and repays 
'rcsiching fTwrahiy at (hem tor their alleged 
•nsiiiviiy in doing the job that the rest 
ociety IS no( prepared to do One can 
ipaihisc with this complaint, hut only 
•n It comes from policemen who restrain 
■iselves to act within the norms set hy 
I isation for handlinghumancvil by means 
•rce rather than persuasion, andidl ssicicty 
<^tly that (his IS all (he police can do, 
the rest is society'set vilisalional burden, 
hot when it comes from those who 


regadcheciviluaiianalresniiilsonpulicing 
with conteaipl and enjoy the power that 
flows from Umk regular violation 
Aravimiaitao was. at the juncture of the 
inndmu the SP of Cusklapah disiiisi ol the 
Kayalasecma region He took personal 
iniiMirve in apprehending and intcnugaiing 
a professional hsiuschreaker hy name 
Vmkaleshw'artu ul Hodsrcl The man was 
detained fsH mure than .SO days in a senes 
sit police siaiK'ns on cither side ol the 
Cuddapah and Prakasam shstiisis and toiiuted 
to confess to a number of mbbenes and 
thelLs. and to reveal the names of the pmons 
the stolen goods were sold to. All the while 
the wife and infant daughter ot the m.in weie 
also - totally without the sanction ot law 
liciamcd in the variiMis police siaiions [tic 
child s'lMilracted inleclion in course ot this 
ill-ireainieni and died ol diarrhoea almost at 
the iiiiK' the police succeeded m ciacking' 
the series ol thefts and nihberies the child s 
tiilher had committed Both the success ol 
the investigation (publicised bv the SPi and 
thedeaiholthechtldipubliv'isedbv APf'l X') 
leceivcd prominent aiieimon ironuhe press 
Aiusmda Kao's liinoiis re .tenon (as si.ued 
(II press rc|XwtcrM was to eall v is it liberties 
at'livisiv birds ol pic'y Ihai are |H"r|M'iiiall> 
in se.iieti of corpsi's' Tixlay he says thev 
.lie interestedonly in the corpses ol niivaliies 
W'h.il. in the end. is (Ins imhcenMii's 
prevcnpiion lor curing whal lie regards as 
the n.isalne disease'' Since he believes that 
ilk'ie IS no real leasoii tin its existence he 
prob.ibly ex|vc'cis (h.ii ii will eveniually lade 
out There is no evil in hoping so Bin in 
.iciiial jiiac'iice. (he state is iioi w.ntmg lot 
the alleged irielev.mce ol naxalism to diive 
It out Tlie stale and iis ihiIk l’ arc c om milling 
more ,ind more gniesoiiv acts to e liminate' 
the tiaxaliles and are doing so as .1 m.illc-i 
ol delilHT.ik'poliiiciil policy rile cjuannim 
Ilf injury they are i .uising m the pioi css to 
the people .IS well asiodenuK ratic i ivihation 
IS mcalciil.ihle Bui they will not suiecctf - 
at least iiol easily 11 does not mailer whelhei 
the new deniix ialic revolulionol llienaxaliles 
IS rcicvani 01 irrelevant as a prese iipimii loi 
our ills NiKW'ilhvlanding that. Ihcrc is space 
in our polily loraneltei live popular counter 
weight to the unresponsive and unheeding 
executive and ihe very inadeijuaic 
mechanisms ol adjudu a'lon. that rcs|X)nd il 
31 all on the side ot ihc rich and the powerful 
and against the p(M>i That is (he main role 
Ihe naxalilrs arc playing today, and though 
it has nothing much to do with iheir theory 
ol agrarian struggle as the axis ol the 
revolution, it can well sustain itself, even if 
It will probably find it dilficiili lo move out 
of the undeveloped areas ol the stale. Of 
course, the fact that the naxalitc counter¬ 
weight functions on behall of Ihe pixir and 
the oppressed as against the rich and the 
powerful docs not mean that it is without 


risk or hann to those classes. Firstly, as • 
paidllel adjudicatory and executive 
mechroism. the rev'otunonaries adjuthcaie 
matters not only between the oppressed and 
the opprevsors hut also between different 
seciicvns ol the oppressed or the middle 
classes And theirpitH.'eduirs and their nonro 
being determined by whaievet potilical 
c onseiousnrss Ihe loctal acimsts possess plus 
raw weapern power, (heir administration of 
justice and then executive directives ait 
vometimes more harsh and brutal than (hose 
ol Kiurgeois law. apart from being amenable 
01 liable to the common ills of power, any 
(Mwer .Secondly, it isanoionous truth about 
armed (xihlK al militancy that It is perpetually 
involved m Ihe brutal act of weeding out 
.igentv ol Its enemy within its scKial base, 
to vueh an extent that it sixin is found killing 
moie ol iiv own people than the enemy. 
Kavhmin mihianishavekillcdmore Kashmiri 
Muslims than eiihet Hindus or (he officers 
ol the union ot Indi.i. (he same is true of 
lvhaliM,(ni mihianis who have killed more 
ol the .Sikh ‘agents' or ‘informers’ of the 
union ol India than ihcir systemic enemies, 
rtie naxaliic's.Mmilarly.havckillcd more of 
ilie ivoor and the rural middle classes than 
the landloidv. the other exploiters or Ihe 
(xilice 'This IS a very unpleasant fact about 
political terror which its pruelitioners and 
vyiiip.iihivers are hard put In defend, except 
to iHimi - tor the hencfil of whoever is 
willing to IiihI that a saiisfaclorv reply - to 
the promise of wliui the people will attain 
.liter liberation. 

Bill notwithstanding all this. Ihe naxalitea 
do till the s|iiK.-r that really exists in Indian 
viK'tety and clemoeraey fur a popular and 
etlcc'iive ccxinirr-weight to the force of Ihe 
stale v huieaucTiiey and the police, and Ihe 
social |Hiwcr ol the dominant classes. No 
ami Him ol curses delivered hy Aravinda Rao 
IS going to drive out this gap and the force 
that fills It (lenuinc denuKratisation and 
retoini may do 11 . hut nolxxly is thinking of 
It. and instead our rulers are opting for the 
dictates of international capital which only 
make Hungs much wwsc. Let us remind our¬ 
selves that the might of the police forces of 
Karnataka. T.-unil Nadu and the central para¬ 
military ore finding It impossible to apprehend 
the single brigand called Veerappan who 
seems to h,i VC created some kind of a popular 
base lor himselfby appealinglotiesof com- 
munitv and providing some employment 
and income lo forest dwellers around. The 
rca vin IS not t hat our pol ice arc all that ineffi- 
cicnt. nor only that whether it is Veerappan 
or naxallies their tcinir is no mean thing for 
the people in whose midst they live, a factor 
which Ihc state makes much of. 

More than all these faxnors is the simple 
truth that very few people in this country 
have much love and affect ion forfhe ‘setkar’, 
at any rate not enough to help it to apprehend 
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uiy Mtd all cMiettgtf* ot tu monopoly of 
Uw arwi liHLt, cipccialty if the tiulienpef. 
tMioUt<:^cfnc%«iiumtlic(»\en( VevfappMt 
01 polilii.al pfiiuL'ipic arxl wnui tynipathy < *1 
in ihr Ltu: of na«4liir»l, kecp« fixic on 
ilie ruhi ihIc of ihc 

ThcLiHM tu«iimArc4Min4Mcpc(wmwouk] 
diaw fioffi ihiv 11 lhai vkful Imvc h«rr 
a d oiiidiiirti ifiai the urul the jime*J 

(oriRiv idnrwK hMkite llut it t.m. il at 4tl. 
he fufulkit only (loliiD.atly. of rven better 
by rramivril w«.iri4l inleiixlion thilb the 
ptMdllrtvovrrnKri .iikI it\iispiiiili<ihtoicpl4i.c 
ilir iMttMl tovririyin The toU* of the polite 
\houli] lie tiraily Luhtnictl to the toiitiul 
dtHJ mveniiyidlion t>l utimet Ihote who 4 ie 
polllKitl •.ytop.tlbi'iefs III the fidUdlilrt ruretJ 
iiot pul Ibi-tiurlvia (tuliiije (ha pituei'i 
of iiiterwi lion lor they lott picojiliiibly 
rcdiac iluii Micul itantliiritl.tiion i% not 
iinpioblrrnjiK. jrut iireift .t helping; h.irui 
Ifoni .ill I mil efiicd lo keep it on the pro(ier 
lr<i( k 

Mill iialeiti) Aiitvinifj Kdo iniitia ilk Jik 
lor mute {Hiwert lo Itic (Kiltie lie tiinkei .11 
one pi lint .1 very iiiniNadrcunriit Ion oikIoh 
mg pollie lawIcKMirii. or vigit.inlivin .a hr 
I iilU II The woiU vigiUillaiii h;a KhdJrt ol 
iiieaiiiii|i.b(iihpiiMtive>iiiUncgrtiivc.h(iithiN 

.lUlhoi iitr^ II III ii ptisiiive M’lae iiulgc'i. hr 


uy». fo beyond ihr )>» 10 advance Uw U» 
and thin it atf<t»«f and letpecied by Mjciety 
inihcnameufjudtcialactivuin Vi^itaflUtm, 
ificn a the act of police gntof beyond the 
Ui* 10 enforce itie law. and why doet not 
UA icty retped ii' I do not knnw whether 
iha Andhra police nffaer it the imgtnainr 
of ihit novelty 01 it hat iit c>ngin in the 
irKclIecturfl r/uipui of Ihe iniernaiiorut 
frateTiiily of politcmert The irtck liet in 
vaying only lhaf hcKh (udgev and poltcemen 
go ’heyond Ihe faw' without adding lhal the 
one rxpandt rights when it duet mi (Ibough 
we went 10 be in Im vome reverte ywdieiaf 
.Kiivitm III the coming tiayti and Ihe other 
violdtet rightt in doing to 
Apart trrmilhit.llieofliy irfhet TegaJ itvuc' 
r,iived by tha juthoi it the lamcnlcd Oernite 
of TAIf A Hr wjmt 11 back with the tame 
(Hiweit .ind lest ambiguity iti its dcfiniitunt 
He will pinbably have hit with orwe the 
(lolilual intiahiiily at Delhi goe.t there it 
rto need now to go into llie reavtint Itrr 
op(ii>tihg ifMl non eiivieni ttatulr, and 
whether ifiey are all born »>f igmtratKc at 
Ar.iviiida Kao teemt lo (hulk hut it it 
net et'..iry to Jiitwetlhnompaiitonhedrawt 
with wetteni denUHtacics and the greatei 
(Miwcts they alk)W the pttlne in griier.il, or 
III de.iling with (c'liiifivm Apart Iroin the 


i^uetuaB whaher mcIi powm dwulc 
allowed, anywhere and at any time, ti n 
be remarked that the pofaoe focce in il 
.uumnec It morcaniciijMe to self-diso|! 
and diKipfine of the law than » otira by 
tircich of imagination The tomt 
rhetorical lompanvcm of tbe Indian pc 
with a licented gang of ruiriaM may 
irneclihewholr truth, tor policeincn pert 
^uile a lew difl'icuif and oeccvyai'y du 
but m mallei', of amenahiltty to law ful cor 
and divc'ipfine the lumpartton is very 
They arc at unruly atagangof tufTians.t 
(he added ditodt aniage of being consrxr 
by die law iodiM.iplinculhert Toiiuttt 
a lorve with niitie powers than at pres 
in Ihe nante ol what is given in Brtiaii 
Sweden would be suicidal lor In 
iitct(iec'iite of whether it it right in if 
lountnct if Aratiitda Kao knows noil 
else he siMtuld know at least one thing, 
whethet it it in Telengaiia or Punjjt 
Kathmii. noi ctetyhody may lose 
mdiunlt but everyS>ds without ckcep 
hates the police and the armed lories .S 
IS the charat'lef ol polntttg in India. 
miftLNjy other than a poliienun wiHjId at 
that the Indian pohir deteise more pow 
I u dial tuih aeoniemicni ol additional pos 
would sitlsr .ms problem whalsiscvct 



PUBUC HEALTH AND 
URBAN DEVELOPMEN- 

The Plague in Sure 

GHANSHYAM SHAF 


Th<> outbr<>.dk nf <1 ciktddlv 
Infertlrnjs dlsodse (w/icfely 
bdlk»vt*dfryb<'thc ptviin«>ulc 
plaque) tvfileh qrlpru'ti Surat 
in 1994 lias raised many 
ftiitdameulal and still unresolved Issues concerrting Ihe stale of the public health system an< 
the fwth ttf urban development In India This remarkable study treats the Surat episode ai 
a symptom ul a sorio political disease related to the value system of the populace, the lop 
sided nature of developntent. the crisis in governance, and a fragile and fragmented civi 
siKlety 
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AUTONOMOUS 

DEVELOPMENT 

Humanizing the Landscape: An Excursion 
Into Radical Thinking and Practice 


In his lucid, orlglna, 
and challenging 
stale, Raff Carmer 
strips awaa thr 


RAFF CARMEN 

comfortable maths of uiorld deivlopment and 
replaces them with a compelling call to 'humanise 
the landscape'. 

Wendy Harcourt 
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Partition and Independence in Delhi: 1947-48 

GyuMndni Pandry 

This IS a PartitioH-Independrncf that ur havf not always faced up in in nur histnn wnliny; and inir public 
presrniaiions of ihai moment of liberaiion'. 

A focus an the Muslims of a disturbed and bi^h profile plan- .\u«7j as lirtlii in ^^•(7■dS allows us to lecovcr 
something of the suppressed memories of Partition and Independence, at the .same time as w r ask something about 
the in which the history of these e \< ills has been written up 


THE Mury of th« nuking ot naiions anU ihcii 
hiMonci L' an he told in man> wa y», lor ihei e 
are obv iou\ly dillenng. and changing. 
of Mcu both wiihin and ouisidc ihe nation, 
and differing degrees of atie.vs lo ihc nghis 
oi cilircnshipland of history I ll is one u.is 
ot telling this story ol Parliiion and 
Independemv in the subconiineni and ihc 
displaLCincnt that came ssiih il lhal I seek 
lo examine in this pa|>er In the context ol 
I *147. a moment ol quite im. rexlihic u(irootiiig 
and violence, displacement in its physical 
sense iclers generally lo evacuation and 
migration Tlierc is. hosscser. another rather 
unusual aspes't toihishtsiory.il disn|.Hi luciii 
one lhal has not been vsidely discussed. This 
IS the displacemeni of people ssho lound 
nosvhcre to go esen alter they had Ixx’ii 
pushed around trom pliK'c to place - the 
making of people into relugres in then ossn 
homes 

H) Ionising on the lontiiiions ol Muslim 
relugces in Delhi in 1147. I have tried lo 
say something about the trauma ot mosing 
with nowhere to move, and something too 
perhaps about Ihc consiniction ol iTiemory 
o-s a means of dealing sviih where one h.o 
arrived To the extent that these atx- l.ntly 
general phenomena - and. in my view. they 
arc - attention lodetail of the kind presented 
belosv becomes all ihc more necessary l-ot 
memories, it hardly needs to be said now. 
•ite no simple rcni-clion ol ■experieme'.iind 
experience is not available (even to those 
who ’experience'I in some pure and 
unmediaied form ' Given itiai experience 
and memory arc both made in complex 
ways, and that they are dependent upon 
cultural heritage and recciseJ modes ol 
understanding, recording, telling, upon 
repciiiiun and accumulation (individual and 
collei'iisc). iK'casion and audience, upon 
'distance' too and the extent ot the break 
tromihcpa.st that IS involved inthecondiiion 
ol memory, thecxpencnccof Delhi in 1947. 
and the memories of some of ns rildct 
citi/cns. may tell us more than a little about 
howr the national experience and the national 
memory has been constructed in India - 
about what has been included and what 
left out.' 


I 

I have hyphenated 'P.iiiition and 
Independence', as ii weir Wlui was the 
fcljtionship between the Ivso. in Delhi oi 
elsewhere' 

"Independence is an absliaci lliiiig". 
declarcsonescnim iniellectual whose tamils 
inigrat(*d lo Delhi trom l .aliorr in 1947 "n 
didn't give you anvthing laiigibic" l)n the 
olhethand.panitioMwas "inanegalnesense 
a very tangible lealitv WheiK-vci we met. 
ws a taniily - for uv. n was Paitiiioii. ium 
lini'-pendcnce lih.ii cotinled) " "f'artiuoii 
changed the course ol inanv lives wlmh 
would otherwise have tun in Iheii laiiiiliai 
channels", amnher inidvllecliiss migtani Irom 
west fhiiijah asserts ' 

One suggestion ihai iv implied here is 
worth emphasising It is olirn only when 
violence and tenor loinh one's immediale 
surroundings lhal one levoginscsihe 're.iliiy' 
ol certain events much as India's midillv 
V lasses awoke anew lo Ihc hoi rot ol 
'Lommiinal' mils when Itiesr ihreaieiied lo 
invade their own homes and liKalilies m 
l9K4and 1992 91 the point was illusirjied 
veiy well indeed in 1947 hy the rcaclions 
ol no less well inlornicd a person than Ihe 
las. vueioy o’ lolonial India and ihc first 
gosei nor general ot an mdependcni one. 
I.oiiis Mouniballen, who seems ii> hasc 
letognised llie true enoimily ol I'anilion 
only wlien it lame lo ailed his own siall 
His aciuuni ol iliai realisaiion is worlh 
summarising 

An AIX" ol Ihe governor-general. Mighl 
laculenani W RcautTHini. whohadlakenthc 
night train tiom Simla lo Delhi Ihc previous 
night, rang Mnunibaiicn on Scpiembci I lo 
vay lhal Ihc train had bx^cn slopped hy an 
armed mobandevery Muslimonii hutehered. 
except lor his own bearer w'hoin he managed 
somehow to conteal under his .seal That 
same day. having jusi learnt of the murder 
ol ihcir son in Delhi. Khan Sahih Ghulam 
Nahi.aiicasurcronMouniballen's viaft.and 
his wife took the nighi tram in Delhi This 
train was attacked as well and every Muslim 
on 11 killed, including the treasurer and his 
w tic, in spiteof Ihc fact that they were locked 


tip inside a lirst s-i.tss comparlnienl and Ihc 
aimed guaid on the iiaiii h.id been asked lo 
keep a s|>eci.il eve on llieir saleiy. 

Willing to the prime ministei and ihc 
sleicncc minisier. Mounthailen iioied that 
Ghulam Nabi had pul in Ml yeat.s in 
goseinmcnl seivue and was "ol course" a 
M.iii Ve ot the IXimimoii rit itidiu Mounibatten 
was now exeiciss-il over the problem of 
gelling the lesl ol Ins stall out ot Simla.about 
.1 ihnd ol ihetn I 'I* Muslims who had opted 
lo Slav on in India, and he wrote. "I mnsi 
adimi ili.ii I ,1111 inoiv shaken by the events 
wIikIi have loiiclied inv own stall than by 
Ihe eveiiis one reads about in ihe 
newspa|H'is I leel lliiil .i siiualion which 
allows Ihe iiighi train Irom Kalka lo Ikctlii 
lo he slopped on two successive nighls 
and all Ihe Muslim p'issengei's lo be 
butchereil in Imni ot ihc guards is so 
seiioiis ih.il ihetleteiu'c mtmsiei leullymusi 
act viroiigly "* 

'I’.iitition' and 'lnde|vendencr' are both 
ahsiraciions bui om- is seen uslicing dificreni 
tiom the oiliei Ix-caiise ol ils imincdiucy A 
disiineiion is also diawn between iheni 
because, loi most Indian iiiiiional obscrveis 
and analysis. I’urtilion diverted Indian polities 
and MH'iety trom 'ihe tKirmal course of 
hivioiy* intlepcndenecehungedlivcsaswell, 
but only by carrying them forward in ihcir 
"lamiliar channels", and only gradually - 
over lime. I'artition lui those channels, at 
onesliokc Inihal sense,il was more tangible 
- ai least lor some lamilicsaiidsommunitics. 

The relationship beiwcen Faniiion and 
Independence is ol course a great deal more 
complex ihan lhal In Pakisiaii, one may not 
need even lo dillercntialc hciwcen llic two: 
I’uniiion was Independence. But in India 
loo, as the above will already have indicated. 
It depends very much on Ihe class and 
community to which one belongs, and where 
one happened lo live in 1947. The siatemcnis 
cited in the preceding paragraphs come from 
well-to-do middle class Hindus whose 
lamilics migrated Irom Luiiore lo Delhi and 
Bombay latss privileged groups, from the 
Muslim conimuntiy for instance, besieged 
in Old or New Delhi in 1947, articulate the 
iclatinn differently. 
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"Merr hKK tnctn uikU Mi lu Utun’’ 
(When dtii t ever retcive any thiic ol 
IrxkprmkrfKC a^y Mutummad KiutKi. 
a Kniiiteltcr (rofn thr lama M4»t>d atta of 
OUi Uethi "Ha« then it (mi)i PaatilKKi and 
(he pufft ol f*4riiiion Virtu»lly all my 
relaiivct 4f e in Pali itun. ’ 'It was only after 
(be rti a 1 tiaftcti (hat (Ki iptc hexan in rtx'Of m te 
(hai iiidcpentlcrw e haJ t.nnie. Pafliliun hati 
oksurinl India ami I'aliiMan had hcen 
cdablitheil . taid KathiUutfdin Khan, a 
Mutlini wfiov* family had owned a shop in 
iht' (iluth niartict o( Connaufhi PIjlc in 
l‘M7 'lo (I'll you (he liulh, il was only in 
(he hlootlslicd o| {lafiKioii dial indinaiy 
(leoplc saw ihc shapr ul indriwndent e 
The Iwo lasrs of (he f’arlilion and 
liulependemrol India in l*M7arc noi in fail. 

I waul Ml suxifif''' 'i*'" teparair (aics ai all 
h If I III-1 w o 11 indi 1 ion cat h oiIm-i . L on sli I ulc 
Ctwh irihei. al every step II llieir aic Iwo 
laso in evidriKc in norlhern India at Ihis 
lime, ihcy are die lates ol ilillficni ilasvev 
which I shall tall, loosely, a 'lulinx 
I|invile)lr4l)cliiss leleluatinf inde|i(‘iMlenLr. 
alMl a rrluiirc class' unahic to do so And 
while die separate rsisleiii c ul these classes 
IS most evideni in Ihr areas diteedy alleiled 
by i'arlllion, ihr icsl ol (lie suN iiiilineni 
siaicely irmamsunimiikcdby n ini it miisi 
be Ixirne in miiul (hat emiie coiiiriuiiiiiies in 
India and 1‘aKisun I Miisliins' in snine 
irfions, 'Hiiuliis' and Sikhs' in othris) 
bet aim' pun ol it sulMiidinaled. iviseciiled 
liimied I lilts III reluyitvs. al leasi loi simie 
tciiflli ol nine 

riic two lat cs (h4il I hiivc leleirrd (o aie 
rcpreseniesi in l)clbi by isso very diMcteni 
Diiswrfs III (he s|iieslum. "Whal were yiiii 
doinjt on Aiignsi 1', l<>47 ’' One lespoiisc 
IS symbolised by Nehru's sscll known, and 
iivivinf. Inile|iendrns especi h "At the stroke 
of ihe nmlnifht hour while (he world sleeps. 
India will awake to life and treedom 
Amuher is caplured in die anxry repniklet 
ol a Sikh sho|>kerpcr now livnif iii Hhopal. 
a small mohalla’ sandwiched between the 
rrrufK colonies of Jaiifpiira and Uijpui 
Nafur in New Delhi 
This Sikb stnipkccpei .irrived here as a 
ehild with his family, when laife luiinhers 
of flindiis and Sikh.s had lied lioin (heir 
homes m Rawalpindi and Multan diMncts 
in March 1947, and moved from pliu e lo 
place in search ol safety and sustenance 
IImsc who arrived in Hhoyial. slill a village 
in 1947. drove out the Itssal Muslims m Ihe 
pmi'css ol aiiniion ihui casued. 'Wlui were 
you thiinf! on Auftusi 15, I947’.’‘’ I asked 
•‘What do you think we were doing?" was 
(he .shopkeeper’s enraged respon.se. 
"WonJenng where we’d he from one day 
Ki Ihc ne.xt - whether we'd he able lo stay 
on. finally, even m this placc...That’s what 
we were doing. 

Interestingly. these Iwo faces of Paittiion/ 


hulifpendence are lo he foaad aomaunet 
within a tingle cdehraiM) namnve. 5itich 
tttheewte, furrsMnple, wfhthedMtMgUHhed 
Hindf wntei, Knshna SoMwi't aecsMim of 
her expertemet in 1947 A coHefc uudem 
in l^hnre at the lime. Sohhti had come to 
Delhi to celchraie her htfihday tnearly 1947 
She planned lo stay fur fwu days, m the 
recalls, but in the event never went hack In 
Ihe moniht that followed many mure ptwpic 
arrived from wlui would become West 
I'akttian.and tome Muslim ncighbsNirt and 
tiicndk moved away Hy August there were 
4(1 (o V) lelugees m her lather's bungalow, 
many of considerable status and pnvilcgc 
' li wataslrangclcs'fing "Ote person arrived 
with niKhing but a bag on hiv shoulder "lor 
iwodaythedidn't say awiad" Women and 
ihildrcn sanw. lotiking blank, lost 

On (he night of August 14. Krishna .Sobhli 
•iml her younger bnahfi put upaneshihiiion 
ih the vcialidali Iheir house, with 
photogiaphs ol (iandhi. Nehru and others, 
aiul esltails liom ifieir sps'cchcs "Wc were 
asserting our rights as liclhi lies and as 
iili/cns. Solos|>e:ik ' At midnighi, wiicnihe 
n.ilion.il song was sung over the radio and 
Nchiuniadi' his' sitokcol midnight' speech. 

■ he legiil.ii inlubilanlsol Ihe household were 
inteais 'nu‘iH-wi.niners, however, still stared 
s.n anilv A scivani then bioughi out a iiay 
l.idt'ii with sweets, made espciiallv lor itie 
iHs.ision in the ihrcr roliiurs ol the nalion.il 
Ihig Sohhii says ih.ii she can neser lorgel 
how. ,is the serviini look the iray around, 
everyone who had i. nine I tom outside, these 
40i(i 5ilmen and woiiii'ii. who were guests 
in OUI house, gol up one by one and Icli ihc 
verandah ' ' 

The im’inoiis ol (I D Khosla. a judge ol 
the Ihini-ib High Court, who moved horn 
Uihore to MusvHrrie lor the sunmwr v.iialion 
ol 19471 once again, never lo return i.pmvidc 
another striking r.sample ol the divided soul 
ol Delhi Khosla and his wile went down 
to the capital sjkh ilically to witness the 
'(t.insler ol power' ceremony on August 14- 
15, 1947 "Never have I been so moved and 
lor so long asonthatnnlorgcitablctK'c.ision’’. 
he recalls m his .lulohiography. " ,'nicrc 
was an .itmosphcrc ol quid, purposeful 
csjicctalion |inside Parliament House). No 
one spoke loudly, as tl the reverence due to 
the invisible presiding deity had hushed 
everyone .Total strangers greeted me with 
quiet, benign smiles, and thttugh I was 
wearing clolhcsof western style, I fell myscll 
a portion ol the khadi clad as.scmhly in a 
lew moments, I would be a free citi/en tff 
India...I kept saying to myselt that wc were 
ftw, free, free..." 

K hnsla goes on to describe the govern mcni 
of India's official llag-hoisting function at 
India Gale the next momtng as “a happy, 
uninhibited exhibition of fun. There was no 
question of a quiet, orderly, dignified flag¬ 


'll 

‘S'Sa.v 


hoKuiif.- Die huge ciowif that htMl come lo 
wmmt Ihe cenmony just could not eoataia 
iheir evphona. The people wnomided the 
sage-camage in which the MomehUlctu 
drove up. and shouted, givii^ expmsuon lo 
ihcir joy. The memory of the lutural ok' 
spontaneous jubilatitin manifested by the 
tiowd around me smi that memorable day 
gives me a wann, dciwiuus glow of joy and 
of piide "* 

Four morahs later. the author was appomied 
to undertake an enquiry into the working! 
of ibe CosKidtan of Evacuee Property in 
Delhi, and to settle if possiNe Ihe opposin; 
claims (If Delhi’s Muslims (large raimbeis 
ul whom were m refugee camps w the Ok' 
F'on and in Humayun's Tomb by this timci 
on the one hand, and Hindu and Sikh refugees 
who bad migrated from West Pakistan on 
the other Overcome by the immensity ol bis 
tusk. Khosla went lo see Gandhi late m 
January I94K..1 lew dayshelorcGandhi was 
avsassinaietl. and began to tell him ol his 
dilficiilties This IS how he reports the 
tonvcisalion 

Khosla "The Vlushms m the Old Fort 
camp have no wish lo stay m this country 
They told inc. when I \ isiled them, (hat they 
winild like lo go III Pakistan as siMin as 
possible Out ow II people arc without houses 
(It shclict It breaks my heart to see them 
sulleimg like this, exposed lo the elements 
Tell me. Hapup, what should I do''" 

Gandhi. "When I go Ihctc, Ihey do not say 
they want (u go lo PakiMan They are also 
our|scoplc You should bring (hem back .ind 
protect them " 

"I iiieitlioned other lacis, other diflicullics", 
vays Khosla "He piimied out the flaws in 
my argument When I Icll him after having 
spent thirty niinuics in his company, I knew 
wh.it 1 h.iJ to do 

Delhi diK-s not represent all ol India 
Howcvci. I speak ol Delhi alone here, because 
It makes no sense in try and speak ol India 
as a whole in any summary way. because 
(he focus on one locale will allow me lo 
speak in relatively concrete terms, and 
because - for ii variety ol reasons - Delhi 
rclicctcd in concentrated lorm several 
tendencies (hat were al work in other parts 
of the subcontinent t<M> in 1947. 

II 

Il needs to be reiterated that the response 
of the Sikh shopkccficr from Bbogal - 
"wondering where we'd he Irom one day to 
ihcncxi.ihai’swhaiwc were doing’’ - .speak s 
not only of the condition of Sikh (or Hindu) 
refugees in Delhi in 1947. It speaks of the 
comiiiion ol all of those who lived outside 
Ihe circle of ‘ruling class' Delhi, in whai wc 
might call ’refugee’ Delhi. It speaks of the 
condition of Muslim refugees all over 
nonhem India (and in some pans of southern 
India loo), and i n some senses of the situation 
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of dK Butoriiy of die popotaliOR of Delhi 
who (hd OH Imow for snml owMiH m 
)M7-4S whM (he nmnediir fuliife woukt 
bnngand where (hey would rtmiihenttclves 
IK (hat future. 

Delhi was a cii) uf perhaps 9.3 lakh peofiie 
ID 1947 (9 18 laUu at the censui of 1941) 
Of these. 3.3 lakhs of Muslims left (he city 
ai Paitnion, leavini about 6 lakh people 
(Hindu. Muslim. Sikh and others) Mind. 
Nearly S lakhs of non-Muslim refugees 
«nved in the city at the same tune, making 
the balance of the new (refugee) inhabitants 
and (he older inhabiianu of the city pretty 
much on par. Even in 1951, by which lime 
the city had expanded considerably (the 
population of 17.44 lakhs marking a 90 per 
cent increase on the 1941 figure). Partition 
rclugees (ma irKiuding the local Muslims) 
still atcuunied lor 28 4 per cent of the total 
,Ktpulation of the city.'* In more ways 
than we have been willing lo acknowledge 
- politically, culiurally and even demo- 
graphically - the Delhi ol Ihc 1950% to the 
I98()s was u ■partition’ ciiy " 

A week alter formal Partition and 
Independence ii was esiimaied that I 30.(810 
rclugees had arrived in Delhi from uiilside 
A reptirt in October still put the figure ol 
outside refugees ai 15(1,000. By J.inu.i.y 
1948. according to another repoii. liivic were 
400,000 telugce.s here Ironi Punjab alone '' 

It IS not always clear who i«. and wh<i is 
noi.c lasscd as a relugcc in these reports, not 
whai are considered lo be ihc boundaries ot 
Delhi tor purposes ol'enumeiaiion. Figures 
lor ihc period arc notoriously unroliabic - 
eiihcr because they apjil > s<ime rullier iiurrow 
st.indard. sucb us that ot people registered 
j| cenitulised oflices and telugec camps, or 
tiecausc they reproduic rumours or 
I'saggcralc (or clleci tn press or prisale 
reports. Taken together, however, 
contemporary and later lu counts give us 
more than a passing indication ol Ihe literal 
' I ansfomiationol Delhi into a 'icl ugee- tstan.' 
with a staggering number of people seeking 
lo lind new homes or a sale haven in ihe 
ciiy. and an equally staggenng number ol 
I aher refugees impnsoncd in ihcirow n homes 
or in refugee camp.s nearby 

By Ihc end of the third week of August, 
js already noted, rationing authutiiies 
csiimais*d that .some 130.000 rclugees had 
arrived in Delhi from outside - 30,0(X) of 
them during (he previous tnrinighi There 
were reported to he 12.000 Alwar Slate 
xtugeest presumably, mostly Mco peasants) 
m 16 dittrreni relief camps in the city: the 
biggest of these camps was on Ihc maidan 
infnimofibeJamaM3.sjid(ihcgrca( mosque 
ol Shah Jahan's Delhi), where some 5.()00 
ol them were crowded. Other Muslims, from 
wiihtn Delhi and the regions round aboul. 
w-erc to join these growing numbers tn Ihe 
following days-as every place whichoffered 


my sugteflion of secuhiy was turned iMo 
a (dugee camp. A few exampies will serve 
10 lihmraie the condition of the city at ihis 
(tine. 

Ol September 3 violence broke uui in 
some villages neighbounng Delhi on the 
sou(h-wesl. From Palam aitpun, ihrce ot 
lour miles away.miliiary oflicers saw smoke 
nsmg from these habitaiions. As Muslim 
residents were looted, killed and driven away. 
.300 of them sought refuge tn the airpon 
ptecinrtswhefeanumhcrofiroopsdncluding 
some Muslims) were siaiioncd " 

By September 7. ihc ’Pakislan I'unslei 
Office’ at ’L' Bloi'k m Connuuglii l*|jse 
(which was responsihic lor organising ihe 
uonspoft of Pakistan governmeni olluials 
and pnsperty to Pakislaii) lud "laketi (be 
shape of a refugee camp", as a Muslim 
officer stationed ihcrc put ii Bs ih.ii ei cning 
there were about 6.18K) Muslims .isscmblcd 
at tlie Stic. .1 majority ol them liom the 
pnvilegedLodit'olony Jtea Bylheesciiing 
ot the Hih. the nunibei ol n-tiigecs m the ' 1.' 
Block 'camp' had incieaM'd lo 12.188) "Out 
uw n fiat had become .i small rclugee camp ". 
Ihc olticci nois'd. ' .IS all the women and 
children ot the suriouniliiig Hals had some 
iliere" ' 

Aiound the sums' lime, lens ol iliousiinds 
ol oihcr Muslims ot J)elht weis drisen out 
n| their homcsisi|i|,Kesihai pros ided.ii least 
the islea ot sireiigili in numhs'is and a iiVKlicum 
ot securiiy - the Jama Masjid .irea ilscll. 
Ni/aniiiddtn and Okhia, oihcr giaveyjids 
.ind abandoned Muslim monuments, the 
houses ot sabiiH'l minisleis Abut Kalain 
A/asI andKati Ahmed (^isluai anil anyolhei 
Muslim nniahle who.se dws'lling ap|>eared 
comparatively ss'cuie. the Pakistani llign 
Commission, and wticn these ovcinowcd or 
(as in (lie case ol Ihe Jam.i Masjid Ins jlityl 
ihemselvcsbec.inK'inses ure, itieliuge relugee 
s'am|is (hat were set up in the Piiiana (^ilj 
and Humayun's Ismih. 

By mid-Scptcmber. we .IIS'told, there weic 
as many us 121.(88) Muslim refugees, .ind 
then number was to grow lo |ri4.(88) wiiliiii 
.1 short while In caily (Xuibcr, ligiircs ol 
62.(88) and 63,(88) Muslim rclugees were 
quoted lor Ihc Purana Qila (Old Fort) and 
Humayun's Tomb refugee samps 
respectively, though some pul the figure in 
the Old Fort ai 80.000 or even higher.'" 
Already, by mid-September, perhaps 60 per 
cent ot the Muslims of Old Delhi and 90 per 
cent ol those in New [)clhi had lied, seeking 
reiugec Between 20.000 and 25.(88) were 
said to have been killed Towards the end 
ol October, about 15 lakhs of Delhi's five 
lakh Muslims remained '* 

Antes (^dwai put Ihc numbci of people 
in the Purana la tn the month of September 
at 80.000 to I(8).000 Even when she got 
there in Oaober. when the numbers had 
declined to 60,000 or so, there was "as far 


as the eye could see" nothing but 
“disiirganiscd tents and heaps of tin losits" 
amidst which "naked children, unkempt 
wsunen. girls wiihuui then heads s'siver^ 
and men uvereomc w iih anger wandered up 
and skiw n endlessly There was ditliciiliy 
in obiaming w aiei. with only one tap outside 
Ihe Oila III September, and initially no 
rlaNsrate oiganisation tor the provision of 
eilhei 

ITic conditions in Ihc Purana (jtia ‘defied 
desc-npiinn'.wroteone senior British otlleial; 
"no loud. no w jiei. no sanitary onangements, 
not even assiiied security" Ztikir Husain 
pul It mote seaniigly in his evidence before 
the Delhi goseiiimeni's 'Emergency’ 
I'oniiiuitcc ihose who had made ii to the 
1 amp hoil est.a(x.*d lium 'sudden death', he 
said, lo be 'buned in a living grave’."' 

.Afiul Kal.mi A/ad, Shahid Ahmad Dchluvi, 
F'b.id.il Baiehi. Anecs (^idwai and Ishtiaq 
llus.iiii (.luieshi .iie only some ol those who 
h.ise wtiiicn about those tortured days when 
'munlei sijikedthelown' andMuslimsfound 
It hanlio move out ol their homes (and then, 
at some (Miinl, lo remain in their homes too), 
when men and women ol all kinds and 
londiiioii ■ ikIi and |khii, young and old 

huddled logeilH'i in sheer Icai of lile’’ and 
"no Miislrm householder could go lo sleep 
.It night with the iimlidciice that he (.sici 
would wake up alive Ihe next iiHirning*'.^' 

"Se(acmhei, 1947 will he remembered hy 
Delhi icsideiits as a penod ti) horror", wrote 
It Itiiitsh icsicicni at (he beginning of 
Ociobei.'" "Moslems were being 
systematically hunteddownaiKlIiuichcred," 
wrote .iiioihei ’' Thousands ol them were 
herded into camps The dead lay rolling in 
the streets, because there was mi one lo 
collect and biiiy them. The hospitals were 
ihokcd will! dving and wounded, and In 
imminent danger ol attack because of Ihe 
piescnce ol Moslem stall and Moslem 
patients ..AppeiiK loi protection poured in 
liom every side. 

< )ii Scpicmbei 4, reports a Muslim military 
ofluer who wa.s attached lo the Quarter 
Ma.ster Gcneial's Branch at army 
headquarters in eonncction with the 
inovcmerii ot Pakistan government officials 
and inuicrials lo Karachi, Delhi had been 
under an 88 hour curfew. Nevertheless, 
".Sikhs could be seen moving about in jeeps, 
aimed with swords and possibly other 
weapons": and there was a widespread 
rutiiour that violence would iKcur on a large 
scale on 01 about September 5.*’ 

The context of Ihis rumour is provided 
perhaps by Ihe planned evacuation of Pakistan 
government personnel who were strandedin 
Delhi. While some 8,000 officials who had 
opted for Pakislan hadalready left for Karachi 
by special trains, another 6.000 or so still 
waned in Delhi owing to the suddenly mudi 
increased insecurity of rail travel.^* 
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OpcrsiXMi Pukiuan'. which aiined to lake 
iheur o(h(.iali out hy air, wm MThetluled to 
he laixHhctJ at PiidiTi AiqiMirl on Srptcmber 
4 Dui a (Jitctiivr it ailcKCtl lo have gone 
iMl in itie inc-tnliinc Irorn uiHicigrtiumi anli- 
Pakitifini (juartcrv lhai Pakitian (xrfvioncl 
aoJ were lu>l tij hr allowcrl to 

ruj(>c ■' 

l.'.cii (lie haresi iiuttw »! vomc o( the 
UK Itiriilx III viiilcm.e ihal oei iirrcii in flellii 
in Sepirfiitirt i •iiivryv Mitiicllitngiil ihr terioi 
that Miitliin* had lo live tlifough Iln 
Sc|itrniher S. w lien w iile\|Hc .kI ami 11 im, erted 
allot kv tijnin Miivliint iMeurrcd in tevcral 
atrat, Ihr allot ktiiil^afol Haghim ludedorie 
ufjon a hifrli It h'lol where tliidenit were 
tlllliil' lor thfir tiiallKulatioii caaniinallori 
■'rhe imih tailed on ilu* hoys ol one 
I oiiiiiinniiy illslandantiihey were hult tiered 
Inulsidc tile eiaininalion liall| '. Ihr A/riti 
Ch/itiiit /eiefMirletl ' < Whei fc(iOfls su^'itesied 
lliiO die Miisliiii eeaininees were se|Mralrtl 
liinn Ihr start, anti asked hy the ins igilalois 
In wiilr Ihr exainmalion in anoihei room 
wlu'ie Ihey were later niassattrd ' 
fill Sriilemliei 7 and H. the allat ks spread 
(o SOUK' ol die hesi iinarUrd .ueas ol New 
Delhi .lint, lo i)tio(e a Muslim miliiaiy 
olliter s ■SlalriiienI on Idie) llistnthanies' 
omeag.iin. die Muslims ol Delhi lost iheir 
iiiiiialr. and die will lo lesisl, lietaiise Ihey 
had nol only lo irsisi dn' well oiinetl Sikhs 
hill also loiiiid die pi dll. e and miliiai v ap.imsi 
dtein" '■ All riiropean eyewitness reporleii 
seeing tar lo.ids and loiry lo.iils id armed 
•Sikhs lieely goiii).’ aioiiiiit.iiid llie Hiuh 
Miuh\t SepteiiilH'i t aiiieil a lepoit he.itietl 
'I'idue lotik on as I VIhi iiiohs sl.iy' lelerriiig 
lo (he slaiighlei id Ml m moic Muslims as 
they wailed .it OKI Delhi ladwav siation 
A lew ineiileiils ie|toiletl horn Nrw IX'lhi 
on.Sepieniliei 7)irlpii>tliiveihe|itiinl home 
In die posh shopping terme ol (’onii.iiighi 
Plate, an rniaged piime minisiei \rhrti 
slO|i)Kiit his passing t.ii. gi.i(>hrtl a haloti 
liom |iidiet'pel somiel w ho were slaiitling hv 
idly, and iicisoii.dlv disiieised some Itmieis 
neat the OtUnm eiiiema "'Oulside the Kegal 
rmema. hse Imndicil vanls awas. lwt> 
Muslim sersoiUs wrie siiiiek down with a 
swonl i'lve |ieo(>le weie killed onlside die 
Koiiitin ('.illndie ('.idietiral w hile (he imirning 
seiyiec w.is m piogiess Ai the same lime, 

H eiowd soinmg tiom the I.ihIi Ko.ui area 
slopped eaisih.il wtic passing m iIh- ski mis 
ol Willmgdon Airfiorl. .iiul diaggedtnil ami 
killed a mimher ol Muslims irascllmg in 
them " 

Al die end ol the moiilli, some 2(K) raiders 
troni neaihv villages allotked Ihe Kelugee 
lltispdal ,ii Sal’dait.ing m stiuth (X'lhi riies 
appear (o hasc si.dcd (he wall logether al 
4 pre-arranged signal, and thoiigii (cn rminds 
weie tired hy the poliec guard siaimncd 
there, ihii'e Muslim patients were done iti 
death aiul several iniurcd in an attack lhat 


laaied perhapt five minuies. On iJw sme 
day. a man ww cloned i» death in front of 
a rrascllerc' ‘sarai' for inn) at the New Delhi 
railway Maiion AneycwiincMreportedthal 
“the victim way hetddownhyiwomen while 
aooihcf hii him on ihc head with a big 
ytOTK ' '' 

Towards ttic end u( Septemher when, in 
spue ol the hiKtor ol the kinds ot tnadent* 
mcniioncd m the last paragraph, ihe mayhem 
and level of general vmiIcikc had been brought 
umler vimr tunirol. there were tumours a^n 
ol a likelv iccrudevceiKC of kilting in early 
fX lohcr Hindu rcvideruv o| muhalta taian. 
IMhaii Dhiraj, .Sadar Hiuai. were llirealened 
w It h gra ve convey ue nces h y organi«ed Hi ndu 
militi'inis il they continued to provide 
proier lion in sc avengers and other low-i astc 
Muslims who lived in iheii sircciv About 
llie same time, Indian and Huropcan 
soluiKcefs working ifi Muslim refogeecainpv 
also reteivcd simii.ii threats Irom small 
groups ol Sikhs " 

Imulenls ol sijhhiiig and liHiiing. and 
1 lashes helween Hindus. Muslims and Sikhs 
had ol t oiirsc heeti in rudente in IX*lhi lor 
<|uilea long limehetorc September This was 
piovoked mil only bs the cviicmisi 
propagaml.i .uidaclisiliesot ddlcrent parlies 
III ilii’ mimihs leading up to Augusi It was 
luiTledhv uiiceilamly aiKliiilculalioiisaboul 
the liiiure nol le.isl among gisseinmeni 
employees - high and low - ol whom iheis* 
were laigc nimibers in fXilhi." hy news ol 
iiols and killings elscwheic (Calciiila, 
No.ikhali Hiliar. and (hen on (he very dmir- 
step ol Delhi, m (iaihmukteshwar and 
(jiiigtioii). and I'y llie arrival ol bodies ot 
Hindu and Sikh reliigees Irom wrsi l*un|,ib, 
ihe Noiih- Wesi ^■(l>nller Piovinceand Snulh 
III Ihc months alter March a stream that 
fietame a vrrilable IIikkI in laic Augusi 

( oritemporaty lecords .is welt .is laiei 
recolleclions give us a picture ot how - as 
pioU’clivc gates weiil up al Ihr boundaries 
ol Ihe mohallas. ami pieparnlions lor 
'dclcnce' weie made all around, among 
Hindus and Sikhs ,»s well as Muslims, and 
.IS the iHiliic and the army came to stand 
guard al Ihr mohalla gates, on rool-iops and 
al mosques, largelmg mamly the Muslims 
- a whole community came to leel 
iletenccTcss. isolated and increasingly 
suMocJicd ■’ .An esc.ipc lo Pakistan, or 
iem(Hir.irilv lo the large retugee camps that 
now sprang up. oficn became the onlyopiion 
available to the Mu\lim.s 

III I. 

Il IS perhapy necessary to .stale Ih.Ti much 
Ihe same condition obtained over large tracts 
of (crriliiry on the other side of the 
iniefnalional border In large parts of the 
new domains of India and Pakistan, being 
a .Sikh or a Hindu <on the one side) or a 
Muslim ton Ihe other) bad become virtually 


tyaonymow wmIi boof a reftiiw and a 
foreign national. Local detiguMioM. 
dtwnminairon betweentfiffercotfcctiowof 
ihe dillereiH rcirgioiis comimuiitie*. was at 
adiMoum: and whotereligKHisconaiMniiics 
came lo be ’cuspeci’. To be a Muslim Meo 
at (hisjunaurein Bharatpor Alwar.Gurgaon 
lot Delhi) was us be a Muslim, plain and 
simpic. and to be a Muslim was lo be a 
refugee . and probably a Pakisuni'. hdid 
not c otmt any longer that (his Mewali peasant 
coinmumiy. which was converted to Islam 
vinK centuries eailier. had always worn its 
Islam lighilv I as other peasant commuroiies 
wore itieir .Sikhism or thetr Hinduism lightly), 
sharing religious fesiivaU and a great deal 
more with their Hindu kinsfolk and 
ncighhouis i as rajpui. gujar. jat Muslims did 
wiih their ratpui. gujar and jai Hindu and 
Sikh kinsmen and women) Indeed the terms 
'Muslims' and TcTugces' - or 'Hindus/Sikhs' 
and 'refugees' - arc used nuire or less 
iiucic haiigeably al many places inthe records 
III the period 

Individual observations and memoirs arc 
replete wiih esampics of the disbeliel 
espcricrKCd by one person after another al 
discoveimg liieir own acquaintances and 
fleers, prisilcgcd. proiecleJ people loo, 
airumg Ihe liunicd refugees Krishna Siihhli 
recalls llie tcais of humiliation in the eyes 
ot a middle-cT.iss Muslim neighbour when 
people from her home went in see him in 
Ihc Ihirann Qila camfi, and .speaks ol the 
touchiness ol ihe Hindu and Sikh retugex's 
liom Punjab in her lalher's bungalow, loi 
Ihc change Irom privileged and proud - even 
luughty -backgroundsio ihe wretched siaius 
ol 'retugees' wa.s mil easy loaccepi ‘'Shahid 
Ahm.idlXrhlaviwriiesot his.iiuihistanuly's 
gical sut prise, ,md tears, when, on ihe evening 
of then arrival in ihe Puran.i Oila relugcx' 
camp, they found (he lamilies ol both his 
elder brother and a younger brother 
occupying equally cramped and lain-soddcn 
spots but liliy yards away The two brothers 
shared a large bungalow inihe well-pniiecied. 
and predominantly offn lal, (Tsil Lines aiea 
of LXilhi. and the outcry was natural: “But 
I thought your Uii'ality was safe'.’"'’ Consider 
too Nehru's shock, when he visilrd 
Shcikhupura on Augusi .t|. ai finding "old 
eollcagues.. |now| hcrcfi of 
everything trudging along with the rest of 
the caravan Jot dc.stilutc wandcrcfsi."'' 

The business of reducing everything to 
'Hindu' (or 'Hindu/Sikh') and 'Muslim', 
and hence unwanted, went even further than 
that. It wa.s not people alone but Ihc vers 
clothes they wore that were now pronounced 
as being 'Hindu' and Muslim'. As ishliaq 
Husain Qurcshi. a professor of History in 
Delhi lini versity, was to put it in his accouni 
of his and his family's escape from the 
university campus in September 1947. ihe 
women "pul on Hindu caste marks on their 


Economic and Political Weekly Septem b er 6, 1997 



filvdtaidi and p« on HiadH ckRiie**'.'* Nm 
'PuBfaM' or ‘^gaii’.evta though itui too 
could be mifleadiog. or 'middle cUcs'. or 
my wch clauiricatiao, but 'Hindu'. The 
caiae marks and the clothes referred to are. 
presumably, the 'bindi' and the 'svee'. 
netther an csrtusively Hindu attribute then 
or non: indeed women prime ministers or 
both Bangladesh and Sri Lanka have 
continued to wear the saree as their naiionji 
dress to this day 

In the dinWutl cuvumstanccs of Paniiion. 
however, even demeanour seems in have 
become 'Hindu' and 'Muslim'. How else 
can we understand the actions of certain 
officials and workers who rounded up 
numerous Hindu women in the course of 
uperaiions to recover abducted Muslim 
women for repainalion to Pakistan in the 
years l947-4‘>.’ “Because ol the hasty zeal 
of the woiVcrs''. a leading woman social 
worker observed, “Hindu women are 
sometimes ancsied |.wc| and taken to the 
camp lor Muslim recovered women" 
Sardatm Saniokh Singh, the Delhi provincial 
organiser ol these 'recovery' opcr.itions had 
reported si.x such wningtui 'arrests' wiihin 
atwo-iiMinihpemxl in the Delhi nrgion alone 
fhcmvati rbapar .ind other workers had alsti 
noticedseveialexampicsof such 'mistakes' *' 
It IS the demeanour of the 'Hindu' or 
Muslim', again, that would .iccouni lot 
Sa'adat Hasan Manto's searing vignette 
mishtake'. in winch some iieopic kill an 
enemy' only to discover on cutting his 
trouscr>slrings th.it they have made a 
'mishtake''' The I'raniic etion to divide up 
everything possible into 'Hindu' and 
Muslim'. 'Indian' and 'Pakisiam'. also 
provides the context lot the troubled 
statemeni ol Josh Malihabadi andother I ‘rdii 
wniers belonging to the Progressive Writeis' 
Movement that I hdu (the common henlage 
of urbanised Hindus and Muslims .ii least 
in the Delhi. Agra. I.ahorc, Lucknow. 
Hyderabad regions) could mu he 
panmoned:* ' a prediction that seems in have 
been helled hy the paths charted mil by 
official policies in both India and P.ikistan ' 

With ihc disasinnis equations that were 
hrmg made between Lhdu and Muslim. 
Hindu and Indian, and so on. it seemed at 
one point in 1947 that the Delhi 
.kJmmistralion. il not Ihc government ol 
India as a whole, had given up responsibility 
for the Muslims «t the Delhi region It was 
claimed by several ministers in the 
Lmergency Committee meetings of Ihc Indian 
cabinet in September that virtually all 
Muslims who were in Ihc Muslim refugee 
samps ul Delhi wanted lo go to Pakistan 
And. while this view was challenged by 
other members of the same cabinet, and by 
Gandhi, there is evidence to suggest that the 
gtani refugee camps at Purana Qtla and 
Humayun' s lomh were, for some signi ficanl 


length of lime. Heated by officials of the 
Indian government as being Ihc rcsponsihil ity 
of the PakitUn government 
Several reports inrhcaie a cenoin i mbaiance 
in the conditions in Hindu/Sikh camps on 
ihc one hand and M usli m camps on the oi hr r. 
and in the treatment meted out to irfugst-s 
in the two This is not to say that conditions 
intheformcrwcrcverysaiisLikiort tai lioin 
It Howeser. in the w inter ol I947.4h, Aiicfs 
Qidwai was torv'cd to complain to (iandhi 
that while the government w.is disinbiiting 
thousands of blankets and quilts in oihsM 
refugee camps, those housing Muslim 
refugees had rcceivesl no olfuial aid. Mans 
months later, in .September I94S, when 
Gandhi was no longer .ritve. OiJw.n i isued 
ihc large Hindu/.Sikh refugee camp in the old 
Kingsway (now .1 IshuIiIn otluialls c.ilirtl 
Kingsway Camp) mid was again struck h> 
the diftcTcme that m.iikcd VlinJu/Srkh and 
Muslim refugee condilions Seeing the 
considerable quanlitv ol doth ih.il w.is 
jvail.ihlc lordisiiihuiKUiai Kingcw.is (amp, 
she noted in her diary thal even a whole 
year's ctlorl had not enabled her lo oht.iin 
lioin the goveinmeiii one set ol clothes lor 
disltihiilion lo a single one ol those Muslim 
iclugees who las around, in laitered clothes 
and in tear, in their own leliigee c.mips “ 
'fhe oihcial Kelief Commiitee in Delhi 
h.id ap|urentl\ htvn instnulcd lli.il its task 
was to look alter Hindu and Sikh iclugees 
tinm Pakistan Heikc (^idwai's ohservation 
that unofficial IVac'cCommillecswcie taking 
caie of Muslim iclugees in August' 
September 194N. and an oMu lal ileparlmcnt 
was responsible loi ilie lehel and 
rehahililalion ol Hindus and Siklis lioni 
oulside but there was no one lo look alter 
the local Hindus, mostly daliis ten hariians). 
who had berndispl.iced Iroin their lands and 
homes in Ihe villages - “No deparlmenl liad 
been openeil (or them' 

Il IS worihnotingiiHiihai it was some lime 
alter Ihe ctiH.Tgencc ol a serious piohlem in 
regard to the mainirnanee and pioleclion of 
Muslim relugees that an official camp was 
opened lot them When Ihe Ihiran.i (>la 
camp w as lin.illy established, after an appeal 
by ihc Pakistani highcoinmissioiKi ii is said, 
the Indian goseinmcnl and Ihe Delhi 
administration took no immediate 
responsibility lor the maintenance and upkeep 
of the camp. There was a severe shortage 
of fond supplies, and indeed quaniilies ol 
food for distribution to Ihc refugees were 
flown in from Paki.sian. in British airways 
(BOAC) planes that were being used to 
transport Pakistan guvemincnt oftlcials lo 
Karachi and that were reluming empty on 
the flight to Delhi A Pakistani army 
conlingcni was deputed fur Ihc defence of 
the camp The government of Pakistan sent 
out several hundred tents for the 
accommodation of at least some of the 


refugees gathered here. Even the fireumod 
that Ihe inmates freely itMk from a large 
government godow njust oppositeihe Purana 
f)ila had been |iaid fiw by Ihc Pakistan 
gosemnwnt, “as w e learnt later", wntes one 
IVIhi Muslini who was lorccd to spend 
scseial days in the camp.*" 

Ii was .iltei (iuiidhi hid visited Ihe Purana 
(.hla camp on Sejsteinfsei 13, l‘M7 that the 
tndi.in goscinmeni sent out the message 
cIc.iiU tb.ii these camps ol Musliinrcfugtvs 
were .list) 'our' camps, and these refugees 
'otn' ciii/cns if they wished to slay - fully 
itieiesponsihilits ol ihegovernnieiitut India. 
And It was .ittei this, it seems, thal Indian 
otlicials iiKik over lull lesponsihilily tor the 
supply ol rations as well as lot security at 
these lamps ' It is a telling conuncnl on Ihc 
place .issigiK'd lo ilie Muslims in Ihe early 
days ol iiideiwndenl India 
IViliaps (Lindhi's aiiival in Delhi was the 
luining iHMiii, iKrhaps his intervention gave 
to seciilai niilioiialisl elements the moral 
siiengih they needed to lenew tlw fight for 
the composite and loleiani India thal so 
many had die.iiiied ol. perhaps his very 
presence stunned Ihe govetnnK'ni and an 
army ol siit|>elied Congiess workers into 
g.iiheiiiig their wits .ihotii them, recognisin 
iheii duly, .md imiiaiiiig inovcN tor the 
lestoi.iiioii ol iH'.K'elul condilions In am, 
cyeni, with these new moves, accompanied 
by the wot kill ihegovernincni'sfjmergcncy 
('oiiiimiiees which were already incetin 
iliiily lo inoniior developments, the transfer 
of large numbers ol displtned Muslims to 
Pakistan, and the deployment ol south Indian 
iriKips I who took it more neutral stand in the 
battle hriween Hindus and Muslims ■> 
wheihei because this was a largely north 
Indian aliaii. or beiause of the diffcrcni 
signals ciniinating liom the government), 
the siluulion gradually improved. 

At Ihc end ol (ktober 1974 - hy which 
trine, however, it was cstinialcd that only 
oni'-and a hall lakhs ul Delhi'.s five lakh 
Mtisltins remained in Ihe city - those still 
heir were rct'airiediy disinclined lo leave. In 
nnd Oeluhcr, hundreds of Muslims were 
reluming, to the Old Guy from the refugee 
cdiiips. although some were said lo be 
wailing until alter Ihe Hindu and Muslim 
festivals nt Dasehrn and Raqr Id which 
might priKluce fresh clashes, had passed on 
(Xioher 23/24.” By October 31. the number 
ol Muslim relugees at the Humayun's Tomb 
camp was down to 4,000 Irom its high point 
of 63,OOf) or more a few weeks earlier, and 
the camp at Purana Qila had been closed. 
There wcrc,huwevcr,.still I .(XXlurv)Muslim 
refugees in Tihar village (now the site of 
Delhi's largest prison), some (i.OOO al 
Chhaiiarpur. and others scattered through 
the shadows and ruin.s of Muslim monu¬ 
ments, mos(|ucs and graveyards from (he 
Jama Masjid lo Nizamuddtn, Arab Sarai, 
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Ti»f»»h jmi beytuHl, wd new 
refugee! came tn jienudtcalty from the 
cfMintfy iwlc Ilf moved Irom one plitce lo 
•ivriher in vearch o> t<Kid, gieaier tctuiity 
or ihc hope of gelling on a irum to Fakitian ** 
In Novemhrr, again tivitli fidnctfn'! active 
intervention, diid not without tome 
eaprciviofioldivvrnl.iN'Allindiaf’ongrevv 
r»ttiii(iure leilcra'eil iH commiimenl lo 
tiuildiny I non vciiaiun. democratic India 
in whli t) llicfr would he place lor people ot 
all lailliv 'India iv a lanil of many rcligionv 
4IkI inanv rocev and muvl remain mj " Ttie 
r 'ongrrvt aim wai uot hanged, ihe i i/itimillce 
deil.irrd lohiiilda demiHtiilic set uljidale 
wlierc all cili/rn\ eM)OV lull lights and arc 
equally rnlillediollur prinei ImiiioI the Male, 
irirsiHHhvr ol die rrligion to whim h lliey 
tietong' " Kill It Was perhaps not till atlei 
the assassitialiiiri i il <>atKlhi that the Mcisliiris 
ol IVIIn were .nto/iled lull riyhlt as ImltJii 
I ili/eii, anil the rdualioii heiweeii 'Muslim' 
and fi'higrc'/'alirii' wassuhslanliallylsiolhcri 
and ilien khi, tat Itorti fully 
(iondlii's arnv;il in l'>cllit tni Sepicmhrr 
•/. I *147 lias Item likened by one I trihi Muslim 
to (be iiitival III llic rams after a particularly 
long and horsli iiuriniei "Sukhe dhunoti 
mem p.mi pad gay.i Me hod had esiep 
tionai Slid ess in maintaining the ik.hc 
between Mtiulus ami Muslims in f'ah’ulta, 
where a ye.ir eatlicr 4.(KXI lu mote |>eople 
hud K'cii huichered un the tiiy’s streets 
wtthin three days, Niiw many id Delhi's 
inhahilanis tooked to him to pet Im m amuhci 
ittiriicic hcte "Delhi will now he saved”, 
"die Muslims will now be saved '. Muslims 
suid to Idle another in the Old City. Shahid 
Ahmad Dchlavi rcciuds ‘1 he speeches that 
Gamlhi made at his dtiily ptayrr meetings 
wi'ie bfiimit'usi on the rudiii And. we nre 
told, fiom Ihe day Gandhi arrived in Delhi, 
no lurlher insiomeol in.ipd rioting m i urred, 
allhiiiigh st.ihbings coiuinurd and Muslim 
houses and shops continued to be raided '' 
On November 2b. I')47. on Ihe net avion 
of Gum Nanak's binluluy. when Gandhi 
went to address n meetingof Sikhs ut Stsg.inj 
Gurdwiiru, he saw not one single Muslim on 
Ihe rood in Chandni Chowk, Ihe heart ol Old 
('Muslim') Delhi. "What could he more 
shitmcl'ul lor us", he askesi m his attcr-|)raycr 
speech ihiU csenmg, ''than the I'm't that not 
« single Muslim could be found in Chandni 
Chtiwk '’" The only Muslim lo be seen was 
Sheikh Ahdiillah. the leader of the popular 
movement in Kashmir, and hr was siiiing 
beside Gandhi in the cur" In Deeemhcr. he 
spoke nui uguinst the continued aitempts of 
Hindu and Sikh refugees lo occupy Muslim 
houses '* The police were now more ocltve 
in seeking to proieci Muslims and Iheir 
property, hut this was not the 'heart unity' 
ihM Gandhi spoke of and longed for. 

"If there I.S comparati ve peAt in Delhi...". 
Ihe London Times correspondent in Delhi 


wrote m eariy Octotser. "it tt a peace bated 
upon an ttiui^ance which ha* luccccdcd m 
killing or dnvtng out the nununly almost to 
i man" It wav good ihai because of the 
strong OLiHin uken by the gove r nme nt of 
India, peupfe were no longer cutting each 
other't throats. Gondht observed a fortnight 
iMi. "but what ol ihM'^' "There is |vtiit| 
uiirm within the breou"-hr wmtetwo months 
later ”1 hear ihai even uiday {January 6. 
I'Mfl) people have been trying lo get into 
Ihc Muslim houses" "If it is our with that 
M uslims should leave India (this on 
iJccember 20.11471. we should say soclcoriy 
or ilic government may declare 'hat it will 
mu he safe tor Muslims to continue to live 
in India 

I'his was the conicsl tot the last unto- 
dcaih that (ioiHlhi commenced on January 
I t, I'tax "I have n<i answer to return to (he 
•Muslim friends who sec me from day lo day 
as ui what ihey should doIn the eveni, 
the I .ist. and (jondhi ’ s subsequent mail y rdom. 
did work sismcihing like a miracle Die 
demand Iih continued partition, bn the 
driving ol every Muslim out ol cveiy pan 
ol Delhi, lost Its immediate apfieat. many 
Muslims were able to go bock to their bouses 
and tmihalUs. .snd perhaps fur the first nine 
siiK'c late |14f). the people ol Delhi began 
to rclurn to ihr business of living and of 
rehiiildmg lives, their upnxHcd city andtheir 
fulurr 

Thcctleciof Gatidhrs last was 'eleciric', 
wrote A/od "(iroups which had (ill recently 
openly opposed Gandhi)i came torward 
and said ihey would be prepared lo do 
anyihinginordcr to save (iandhi)i's precious 
htc " C^dwai in her turn recalls the "con* 
trilion wnitcn on pco|)le's t.iccs. a stixip in 
ihcir walk, tcais tn ihcircycs" cvcrysvhcrc. 
she says, "cunvcrsalion was about Hapu's 
Iasi 

Jawolurlal Nehru, Aithur Mmirri.i former 
editor of Thr Suilr\mun\. and thousands ol 
others, including a numbei ol Hindu and 
Sikh refugees from Pakistan, decided to fast 
along wiihGantiht, and broke their lasts only 
after Gandhi hod given up his." Oulsidc 
Delhi iixi, the fast hod actmsidcrahic tmp^Ki. 
(here were anaiuuscnquincs aNiui Gandhi’s 
health even from across ihe border, and 
otlicri's and minisiers in the Pakistan 
goveniment sought for ways lo otter him 
support at this cniical juncture “ 

On Ihc rifth day of the fast. 1.00.000 
govrmmeni employ cr.s. who had been lu Ihc 
fore in both pro-Pakisiam andanii-Paktstani 
propaganda in Delhi since I94A, sign^ a 
pledge pnsntising lo work for peace and 
appealing lo Gandhi lo break his fast. The 
police .signed a separate pledge.*' Among 
oificnt who had more or less openly oppose 
Camihi up to this point, representaiives of 
the RSS and Ihc Hindu MaJiasabJia arrivvd 
with leaders of vanous Sikh and Muslim 


organisaiioiu, ibe Pakiatani big' 
com miMi o iict . and Ihc chief commsaone 
and depoiy commiuioner tif DeliH (wfai 
signed on behalf of Uk admnuafatKw) u 
pks^ then acccpunce of ilielMHc demand' 
set out by Gandlii and to orge fum lo oon 
break his fasi *’ 

M S Rantttiawa. tliedepuly commisMone 
who in the viesv of many observe r s hai 
played a less than bonouraMe pan in ihi 
preceding weeks of violence, even took 
group of Hindu and Sikh leaders lo begii 
repairs to Ihe shnne of the 'sufi' saint Khw aji 
Qui ubuddinBakhiiarClnshii.near Mehraub 
whuh had been desecrated in September 
Other local stK'ieiics and peace umniHUee 
took up the task ol tepainng damage, 
relations in Iheir own areas, and a Centra 
Peas c Commitlee w as formed lo co-urdiiiali 
riKives to tmpfemeni the wniien pledge 
given H> t'oridhi.*' In the iimimnamc: 
Gandhi fell able lo abandon his fast 

Twelve days later, Gandhi was assassi¬ 
nated. rheie had been another assassinaiior 
aiicmpt jusi u lew days earlier - both Iht 
unsuccessful and successful atiempts bein,. 
the handiwork of Hindu cairemisis. angerec 
Hike many other Hindus and Sikhs) a: 
(iandhi's supjHised ‘concessions’ lo iht 
Muslim.! and to Pakistan Bui ihc ovsassi. 
aation hod the conitary effai to whai man;, 
observers - Indian and British, Muslim am 
Jlindu and Sikh • feared, and whai Ihc Hindu 
Right might have hoped for. that is. t 
weakening of Itic secular elements inside 
and inilsidc the government. Instead the 
guvcrnmenl was forced lo lake mure diieci 
and purposeful action against communalisi 
forces undassiK'ioiions. The R.S.S was banned 
ai IcusI lor a while, many of its leaders were 
arrested: the Kjjas ol AIwur. Bharaipur oiui 
oiher slates which hud aided and abetted, il 
not organised, ihe killing and persecuiion ol 
Muslims weic pulled ini'< line.'" Hindi 
newspapers and other sections nf ihc Indian 
press that had been conspicuously silenl 
aNml attacks against Muslims on the Indian 
side of (he border - in Punjab, Delhi. 
Rajputanj - now began to report the incidence 
of such violence much more fully*' 

Gandhi achieved through his death even 
more than he had achieved through his fast, 
and the tributes - from opponents as well 
as well-wisher* - were fulsome.** Muslim 
recollections of Ihc effect of his martyrdom 
arc indeed extraordinary. "Duniya hi badal 
gayi", more than one Muslim who was in 
Delhi at the tune recalls. The astassinaiion 
of Gandhi wiped out the blaze of Hindu- 
Muslim violence in such a way that "Ihe 
world veritably changed". "TTie fire of 
sectarian strife that had raged for months, 
or rather years, died down as if such strife 
had never occurred... Ovemighi. such calm 
was eslabfisJied. such a peace that one could 
iKN have dreamed of even a few days earlier" 
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TiK MmIhm <rf DcM felt fecwe aow and 
“ictuned lo ilMw WMinai oocufaikNu and 
RNituie»''y 

‘'MtualfiuaN ab ujdi » giminiie pbinte 
U^tlic (The MuUiatt were fww iMe lu go 
arauad ireely). ’ ‘Sab kucfi kho kar logon 
ko hoik aa raha iha I IVople renuned to then 
temo when they had Ion everything). " "It 
wai not only the adnuniMralion and the 
atmoifihere ot Delhi that changed - lor 
(public) worken and lor the ordinary people 
the world Hsetf changed." "Gandhi)i made 
It pouihle lor MuiIiim io coniinue lo live 
in India."** 

This wai the coniexi lor the letters and 
meuagci that many oi Delhi ’ s Mush ms now 
tent 10 ictaiivei and friends who had lied 
lo Pakistan 'There is peace now. and no 
danger ul nuts You should come back "** 
The assassination ot Gandhi, and ihe 
widespread reaction that n pircipiiated 
againsi the viciaus cycle of senseless v loltnicc 
that Ihe .suhcuntincni had seen in the 
preceding months, thus marked a turning 
point in the demand to carry Panitiun f unlicr 
and make Delhi - and by extension. India 
- an exclusively HindufSikh icmtory 

Yei It can he nobody's arguineni ihai these 
developments consiiiutcd a tlnal icsoluiion 
ot the 'Muslim quc.siion' in India.’" I'he 
gfiel/oMiirirvi ufM usl I ms was earned I iirlhcr, 
even as many more Muslims returned to 
their homes in urban as well as rural areas 
Numbers ol Hindus and .Sikhs conliiiued to 
express their lescnimeni at ihc Indian 
govemmenl' s encouragcincniio Muslims III 
return lolheir homes and villages, even troin 
Pakistan, when the fate ol Ihc lives and 
properticsof Ihc non- Muslims who remained 
in Pakistan was siill unceriain. And there is 
evidence lo suggest ihal lor a long time alter 
January lUdH. large nunilwrs of Delhi's 
Muslims remained alienated, every Muslim 
who could alTord it wanted to get away m 
Pakistan somehow. Anccs Qidwai noicd in 
July I94«." 

Reconcihaiiun was not so easy 'alier ihc 
war' The bitterness remained, even anKiiig 
some of those who applauded the ettons ot 
Gandhi and Nehru, and with it the sense ol 
being besieged Ihal Partition had broughi 
It IS lo this, perhaps the most enduring legacy 
of Partiiion, that wc need now lo turn. 

IV 

"Delhi has a long history behind ii". Gandhi 
observed m one of his prayer speeches in 
October 1947 "li would be madness even 
lo iry tocrascihai history.Yet. as histixi ans 
ol Partiiion and Independence, we have not 
felt II necessary to pay agreai deal of aiieni ion 
loihespeeirieities of that history, even when 
wniing about Delhi. It is as il Ihc site of an 
event is, at bottom. mconsequeniiaJ - an 
men, unchanging, unhisioncal. ummagined 
and. therefore, meaningless coniainer of 


‘hiHory'. That is. boweser. not quite how 
the long-term residents of particular 
geographical incU view ihctrieirttories.and 
not how the old ciiirens of Delhi saw iheir 
city. 

A bnef report that appeared in The 
StateMmim of October 2.V I94T points to 
several of the complexities involved in 
seeking lo rccos-ei the history, and meaning, 
ol 'Delhi'. The remains of a Mughal house, 
apparently dating hack lo the IKih ceniuiy 
h^ been uncanhed iii the Dhobiwara aiea 
ot Danba Kalan in Old Delhi .A mosque h.id 
al some point been consiruclcd on a purl ol 
Ihe foundations ol the old house, ihe 
newspaper said. Pre.sumably ihe debris ai the 
sue canK Ironi Ihe collapse or ik'sliuciion 
of the mosque. When this debt is was clo.iied 
hy local (iilmosicertainly Hindu inhahiiaiiul 
they allegedly lound iwo sionc images ot 
Parvaii and Nandi, wile and vehicle, 
lespeclivcly. ol the great gikl, .Shiva "nie 
house has hevn converted mlo a liulc Shiva 
shnne |.uc|". Ihe report voncluded 

This small news iieiii v unveys sonieihing 
ol the layers ol history ihai went into the 
making of Delhi as we know ii. ,iiid soiiKthing 
of the conquest s and desit us'l ion ihal undei I ay 
Us 'civilisaiion' llieic is a gre.il deal that 
IS, alinosi necess.irilv. covered up heie, a 
great deal Ihul needs lobe carel iill> uiK’arthed 
Kccall Ahmed Ah's summary ol ihe .ily's 
p.ist in his novel. T»/f»g/ir in fir/lii "|Delhi) 
washuili alter Ihe great haiilcot Mahahhar.ii 
hy Kaja Yudhishiia |ii(| in 14^1 IK', and 
has been ihr cause iil manv a gieal and 
hisloric haille. Dcsitucimn is in its 
toiind.llions and hliHXl is in its soil li has 
seen the tail ol many a glonoiis kingdom, 
and listened lo Ihc groans ol hiilh It is llic 
symbol ot Lite and Death, and revenge is 
III Its nature 

In such a scenario. 1947 may ho seen as 
jiisi another turning poini in the cycle ol 
historv - harbinger III Ihe (xist-colonial city, 
as lg^7 had been ol Ihc colonial one 
However. Muslim memoirs, ricliiinal and 
non-ftciional. have far mote losay ahoui the 
characier of Ihal earlier Delhi, and lameni 
Us passing in particularly poetic terms. "Ddli 
Musalnuruin ka shahut lha Delhi was a 
Lily ol (he Muslims, a Muslim city - 
unparalleled m the suhileiy and beauty of 
Us culture or Ihc grandeur ul ils public 
displays. The sliecls of Old Delhi were so 
busy and tiowded ihal il was dtflicull lo 
walkonihem. wines bbadatUarelvi. "Yahan 
khoye se khoa chhilta lha". "From morning 
to night, there was such gaiety at the Jama 
Masjid dial It broughi to mind the age of 
Akhar and .Shah Jahan."” 

Ahmed All. another ciiiren of that old 
world, and another Muslim from Delhi who 
wasiocnd up in Pakistan, matches Harelvi’s 
nostalgia in his explanation of his purpose 
in wnting Twilight in Delhi "my purpose 


wastodepkiaphaseofouraaiional lileand 
the decay of a whole culiurr, a paniculai 
mode ol thought and living, now ileud anJ 
gi'ne already right hefitre our rvrit."'" 

I'hcptvipoMiionihai t>elhi wasa 'Muslim' 
ciiv hears a momenrs icneciioii. When iis 
oldci Muslim irsidonts refer to 'Delhi', they 
retei hy and l.<irge lo ihe walled city of Old 
IXdhi. .ShahjahanahaJ which hud been a 
cenire ot commeivial and culiural activity 
csei since Sh.ih Jahan huill Ihe speclaculur 
palace ciim|ilc\ called Ihc Red Fort along 
uiih Ihe Jama .MasjiJ and olhei public 
buildings nearby, and luidoul ihegmai marirt 
coiriplcx .iioiiiid C'handni f'howk, in the 
17ih ceniuiy riiis was a 'Muslim' city in 
a quile latigiblc sense - hutll by Muslim 
iiileis. lull ot gland Mughal moiuiments.and 
domin.iiedb> ihe Muslim arisicviacy • even 
III iis dcvliiK' Il IS noiewcHihy Ihal Ihc cily 
so lovingly k kinjured up m Twilight in Delhi 
has virtually no non NIuvIims in il' llie 
only Hindus' who live in ihe envoi Ahmed 
All's imagmalion. il seems, aie men and 
women liom ihe lowly dahl castes, who.se 
seisices are lequirrd tor sundry purposes 
onsiiiulry occasions, and a modern 
medic'ul dcH'tor prc*clielably, a Bengali • 
who iiMkev Ins appealance Inwards Ihe end 
ol Ihe novel 

Howcvei. Delhi was a 'Muslim' cily in 
aiioitier sense Iimi. and in that sense not u 
cily ol Miivliiiis alone ot ol Muslims in 
geiieial. hid ol iliecleam ol MuslimMKieiy. 
Mine prc'c ively ii was a cd >' ol elite Muslim 
ctilliire ■ lornon-Musliimamlcvensections 
III Ihc iion-rliic might (and did) share that 
culture In asserting ihai "Delhi was a Muslim 
cily", Hard VI immediaiclyadd.sihc nderlhat 
Hindus also lived here in large numbers: 
they were people providing numerous 
services, businesses and capital, they were 
also moneylender!, bankers and landlords. 
However, he adds, most of the llindas shared 
Ihe culture ol the Muslims 'They (dressed 
and) spoke like Muslims", they shared the 
same fcsiivitirs and etiquette, and they 
ihoughi of Drdu as their own tongue.” 

Thai Delhi wii.s a ‘Muslim city' is another 
way ol saying, as these accounts do over and 
over again. Ihul Delhi was a 'cultured' cily. 
•Shahid Ahmad Dchlavi notes in hix detail^ 
memoir of Delhi in 1947 thai, for 700 years 
hclorc Ihal itmc.lhe people of Delhi (Hindus 
and Muslims) had never had to experience 
Ihe vulgarily that was now everywhere. 
“Behayai aam hai". Meat was now sold out 
in Ihe open, women bathed in the streets, 
even the Hindu women had altogether 
stopped going out into the markets. "Dilli 
ah bhi baqi hai, aur vahan Musalmun bhi 
haste ham. iekin ab vah Dilli kahan? (Delhi 
still exists, and Muslims live there too, but 
where is that Delhi of yore?)"" 

This nostalgia for the Delhi that was- ‘ek 
Musalmanon ka shahar' - Tinds ils parallel, 
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■ • ■ ' -,..V ' r -^’V'. 

I iUKfitni in Brfif^li bhmffttbtk t vrm« 

hi Hirn^jl 4 itu'ni«tti:ntun> Hindu 

hh-Mlttlfik finrwii>.r rwii til niimhrit'4l t«u4 
(till »in(f ffi#- trr»viiv» tt( I«7i 4nd IMIi 
hill m tiiriK oi 1 >itiui« 4mJ hivimy If ««4^ 
41 iitiuir 4nd hitiitfy !h4i in ihr hh4<tr4l<ni 'i 
rciki’hinil ihry hjil huill Ihrv *nfk}t ■ 
hi Ihr iitilct rltlrt of (VIlii .iiitl HniKAl - 

ttbitcil ,1 yi/'H) ‘U j 1 in <.tiinni>rfi. alfhitugh 
ifi^y lijiJ Ihfir iiwti idii-tyruI4< int .inj 
t.nnn'iin Wh,ii »rfc the t>i.iiiiit'in^ii'i^ 
iit4ik-i /jT 'hji t>ltl w'liti] i uMtirt^ ’ tn tirthi 
ifwy ^fwttlv 111 4 U iiuffj |i4iir III iiituiiitil 

lil 4 lU'; llllj lil't’l'diml icll I III') 

hl) 1 |>)l-li|IV pli»'ll> 411 ') ’^Jillllc 

L iil)'#ri ijli! rn ilin^ii rm i)ucf il'Tii Ilk I' kiln 
llyiiili 4 t'>] (niii'iin knrptti|.< 4 tii| iwilli illt lli.M 
III ill'll Iii«'f 4 ii hi'.". hniwen-li iii.iii Jhil 
wi>rti 4 ii I tllii’l aiiiKliiliy iiia^lni 4 tiiJ vnin.ilit 
higll IXllll Jllll lll ‘4 

'Ih.il vii.ilil I* I-. Iml likriy 111 Mif'.isr in 
111 !" liKtf "I tiili'iiijl 1 .iinl'ili'iii llic '-(iirjil 
lit .III 1*1 iiiiiiiiiK 1 .titiin ilily 4 riiJ rliiHlriii 
w K-iii r 4 iid .111 iiMi|>.tiiyilik.’ ihi'Ht' iirw i()r*,ri 
III lljtiiiiMllMii.iciil ill ilhii Ilk V It Mmsilrylilicit 
l(ip 4 '<y Y »'i ttii'piiii CM III p 4 v.init i)»-ili'j(li 
III itii" iilil .im) till- hirili (i.iii)f 111 ihr urn 
llrHl'im-. .IImIv'Ih lllill li |H'ftl 4 |)>i will'll- 
lilMiMy' 1 % III tin liMifiil Miiiinl All. wiiiirn' 
ftututhi III t>) Ih III rile’ l4ii- I'* tlh liMiiniii 
the Mlnil till 1 ilv ii It I iiiiH'i iiiiilri itic iw ly 

111 .1 k iiirii'.ivi' I iiirii|ilink! i iiiiiiiK*fi i4liirtl 
iitiil ik't.Mf'.Mvr I iiliiiit.il 1 iilitiii' Mori' ii'i k'lii 
Miiiliill wiiliiikli h.ni' lililki'i) (hr (nll.ipii’ III 
llul nlil will III III tti'llii iiiiiii’ >|irk till ally I" 
P.illiiliin .ilikl tiiiiit’ pailii iil.iily In llir 
yiiilniiii' 111 Si'pu'iiilH'i l‘t'17 

■'kk'liiM .mil'll w li.ili'vil sjn'llihi'i iiy i .iinr 
iliiili'r ai |tii' Mill III inili'iH'iiklnu r il iwnnl 
ll|iiiii III lliiiuiill ' Sill ti pli'.il M.iilin .iilisr 
lllill Ihi'v yhiHili liny i ity iil iinp.itallrlril 
Itimi' III III liiiiriil.iitnni ilrMrnviiip its 
pii'ypriiiy .m.1 u'lliii ingiiy kMii'iv lniii'iii;t'i' 
writes I ti4it.it H.irrlsi ■' Vti- h.i.t liciinl 
4i.iiiiiiils III till' |IK*ir| Miiiins liiiin mii 
eliters. an I iKn ii'.hl ttii' sii<>U‘s .itiniil llt.it 
lillK' wiiiii'ii t<y Ktiw:ii.i ll.is.in \i/,iiTii". 

iei.itl' Sliiitiiil Abiii.iil lli'til.m ''\iul wr 
thiiii)!tlltb.il Mil hih'yliiii (iinih.iilni'yi'i Ivlitit' 
Kuril siMti-il iipiiii IVHii. Hill ru'i .ifiaiii 
wnuM Ih* Hut li'srul ilii* ilvMist.iiii'ii ol 

||II|S7 I'jlnl tirtnir the t.iv4>;i's nt 

.*!«‘|iteiiitn"f . 

'SrptrnilK'i I'M?i>. iiiiki.iI mniilliiiulir 
ii!riillenn>rsii|ll\.mv IVIliiMuslims I'Kiilat 
Hnrclvi. llu'ii .i 10.111101 in ilio i.inii<us i>cltii 
(\>llry!e luiiir kiMiwii .is tho Anjtlo At.ifm 
('ollc)(r. iiiiil sini'o ronAmoil /ukir liusaut 
rolleifr). spiike ot it .is lulluw s in .in iiilors low 
vUmc in the 1‘tNK "I'ntil uNnit .Scpiomhot 
3«»r I'M7 iiothinK iitiKh tt.i|tficncd in [tho 
vicinity III' nut cullcgo) 'fhal iirc4 hod .1 
mixrd pupulolKtii I iindus wore mi one side, 
but 4t the I inie Ihcio wore .ilsn 11 y;iH\l number 
ul Muslims <.)n September ■! I remember 
wtll that there was |nt4pv) Imublc in QiinH 


Bafb abciw a fmfe'Wd'jk-laU fion ow 
colIcKe 

The djiey vary - September 4. S. A - hui 
*c kivjw fium t-ixyicmporary recitrdt and 
Ijict 4t.ciiun(»ihai (be sniiaiKifiinihecaptia) 
deirriJirated sharply atmiU that lime ’Qarn) 
Hafh' marked 4 new tia|^ n> (be vndente 
inikettn rftnyinfbcynndindivKbijlsrabttings 
anil tiiiiiifte lb ihe systetnatk markinf utn 
lit enemy' buusrs and ibops and tiKwerted 
jifr-mpii (" drive nut Mu«lin» fttim every 
pal!ol ihoiMs (be(viliieiiMibeiamciipeniy 
pariit.in Haielvi and tin lotleaguey and 
iimtenu >l.iyOiJi»n tttiheir tiillewetii.r aruatief 
tew d.iyi amidst siiiinijs m/ inccssarM tiring. 
luiiuHiiy lit l.iigc ii-.ilr siiili-iKc am) killing 
in OIK' area and .irxiltier and tni n-aving tears 
fur ihoir own satciy 

I injlly on Soplcmticr TirtK, Iheyov 4|x:d 
to Ihe Pakistani high lommisiirmef's 
irM.lenio tm as Harelvi rciords it. Ihr high 
1 iiiiunisiiiifi With whiiti irlrphone lonratt 
hail hrrti rsiahlishcd by iliantc as viinc 
fiioinK'is III tile stall tried to get through to 
a seiuoi Muslim minisiei <>l the Indian 
giiso'npis'ni h.uimiiitmationiifanatiackon 
frritii College planned lor tli.ii very night 
'Ihe nest day the uiKihle escalated We 
weir I in the lompouiiil ol the high 
(omriiitsionci s hmisel and wr heard that 
itii'if h.nl lyrn ir'iuble in Delhi l.'iusrrsiiy 
.uiil th.ii (theI dean of tho i'.Hully ol Aits 
|ir lshli,ii(llusaiit(dureslii .itidihoKegisIrat 
Attiiar Htisam. were loniing iim> and they 
wcir III a sory bad si.iic just a pan ol 
trnusets jiiil .1 shut, no shuos even 

(Jiiirshrs own ircollettions ol the poiioil 
tii.iich H.irclvrs In liilv .ind August.’ he 
s.ivs III a nionioii wtiiien in the l‘•^(^s a 
'loverish lOtlrction ol arms ' liogan in ilic 
OldCilv 'nteloriiliodmnhallas lievclojied 
Otto arson.tls One i oiild see that an 
undoil.ued .mil iiiioMinal cisil w.ii was in 
Ihe oiling At nighl the house tops hcg.in 
10 btislle wilh armed men Hus icoms to 
tuvo been a ..oiinirywidr p)ierM>meiion and 
ullinuielv reiuliosl 01 m.iss ktliings in many 
areas "" 

In Delhi, the author notes, it bc't.imc 
d.uigrrous tn walk through the mam 
ihorotighlares even tii broad daytighi. lei 
alone at night, bcvause ol ilie ever present 
(kissibiliisot'hit and run'slabbing Qiircshi 
lived on the ijinpiis ol IX'lhi Cnisersily. 
several miles north ol the Old City. hut dove 
to several new camps opened lor refugees 
liom West Pakistan, which were also areas 
of actise recruilmeni lor the Hindu right, 
wing organisalion the Rashtriva ^ 
Ssavamsevak Sangh (RSSi. The arrival of 
Hindu and .Sikh refugees in such numbers 
ariHised a w ase of sympathy Iik them and 
emhifiered Hindu/Stkh feelings towards the 
Muslims, writes Qureshi. "Soon after armed 
Sikhs and others were seen roaming in and 
.iround the campus." 



"An last tm Se p mahcrl die in m ta H c 
hagfkcmd "MuyJtmwIidbnaMsarTiHiariw. 
abma a nule f/omihccainptts. were alMcked 
AsQkitf stM res. alls it. a MuslimrochHehvwg 
m a deseruslmosiiue near the iHuversny was 
killed and (he keepers of igher moMiues m 
(heareaned Saon.tfterMusIiinsw)Myit)rfced 
in the'iri. hards that sim bed for iiuies around 
Iheuniseruiy beganpounng tn 10 seek asylum 
in iKir campus many ot them had been 
atiackcd and killed in the orchards "Thai 
night was lull of lerriK torus Wc could tsear 
screams of men. women and children who 
were otieMniUenify being killed m then 
homes Scsi morning ibe campus wjs 
attacked Dtcie was no loss of life, hut all 
Muslim fuiuses were looted, one by one 
Muslim 'ludcnis and teachers wercevacuaied 
wiih dilluuity We escaped in our car 
Women hastily pul on Hindu caste marks 
on their lorehc >ds and put on Hindu clothes 
I look then to the Pakistan High 
Commisnoii "** 

’.SejUfmtv-i' vl.imis out not also in the 
rt-iiillci (inns.If Vline whoiniti.illy observed 
IXIItiftomiheytdcImes A sinkingesantplc 
IS prosiilcd by Hegum Alices f>dwai ol 
l.uikniiw wtiiisc- husband Shall Ahmed 
<dulwai la tcspccied goseinmeni official, 
and sootigct brother ol ihe ('<mgress leader 
and leniriil labinci iiiinisiei. Kali Ahmed 
(Jhdwaii was mtudrird while w,liking to his 
oil It e in Mu sstn-t ic IIIV day in early (X fnber 
Anees r>dw.ii wcni 10 Delhi Mx>n after' 
Wards, wondering wh.il she should do with 
hci lileuniilsliehcganioworkmiheMuslim 
refugee i.iiups of ihc capilal at Ihe bidding 
of (iandhi Before lhai happened, however, 
and bi'liire her husband was killed, she had 
InlliiwedrvenLsinMusscxincandDehradun. 
Delhi and Puniah. from 'faiaway' Luckruiw 
.Old she had had to answer many anaious 
i|iierirs Irom other Muslims ot Lucknow 
and places in the iiciiuts whokiiew that she 
hud well-placed lont.ids in Delhi and 
elsewlierc 

0)dw.u’s memoir, based on a loumal she 
kept Itom the lime she began work in Delhi, 
has the same title as Lhadnt Rarelvi's ■ A:.nJi 
ki Chhoim Mfin rin the Shadow at Inde¬ 
pendence' ) *' She begins It with these wtords 
"Sitamhar shiim hua aur upne saaih bcesiyon 
h.nlaycn aur parcshaniyan leknr aaya 
tSeptemher came bringing with it un¬ 
numbered troubles and misfortunes)" (p I). 
'Fhis IS an opening chapter tellingly entitled 
Karla hun jama phir jigar-i-lakht-iakht ko' 

I'I gather together |or 'seek to gather 
lugcihcr') the scattered fragments of m> 
hcan'). And then September came." she 
wntes a few pages later. 'India had not been 
itHkpendent for fifteen days when violence 
and killing began in Delhi" (p 6). "It all 
began in Delhi. The killing did not begin 
from anywhere else", recalls another high- 
siaius Muslim woman who If ved through the 



Kim of Pwiiim ill rdaivdy nfe eu 
Unarriadcdi.** 

The laiifer<iemi leudena of DeUti wcic 
penuaded. howrvet. duK iheir iroubtc>. 
wouW pau (Mhi. they weie can\in.'evl 
wiMiid be protected ironi scnou* vtotmcc 
became tt wm. aAei «U. the seat of (he 
lunonal {ovetniiirnt. and the )|;oten)menj 
would nuMMain peace here at any COM They 
tmeiwtmuciy iratialuiitnihiteapcctaiioii 
the govern mem did try vthouph go temmemt 
aiemadeupo) many pan* that do nee alwjy^ 
.Mill together'( In early Septcfliher. when the 
enus Ihnraiened to Mow everything apaii in 
both EaM Punjab and Delhi, Itxlian poliiK jl 
leaden iumtnoned Mcmnlhaiien hoii. Innii 
Simla Id help with hit miliury experience 
inwhaiwakiMHiungshonofawarMiuatuev' 
An ‘Emergency Comroiiiee' of the labiiici 
wax xet up on Septembci h. with patjllcl 
•jjicrgcncy Commineet for Delhi and Ejm 
P unjab, and Mounthanen'e commem m one 
of Ihe early meelingii. "If we go tiown in 
.'Mhi. we are rinithcd''.** sumi. up the urgency 
fell by Ihe goternment In any cate, these 
vtreamlined agencies at the ccnite oi 
government ensured that decisions on policy 
mailers were taken m ihc shortest possible 
time and ilut Ibey were impleinenicd as lar 
as possible, and they comnbolcd sigr.'.t'i uu I s 
- along with other forcc.s th.ii haso been 
minted above - lo conuining the violence *' 

Muslims in the Old City had also been 
reassured by ihcir Hindu neighbours (lui, 
.'umc whal may. ihey wmild detend llioir 
Muslim biiHhers and sisters lo Ihe liiM And 
in many instances they did Shahid Ahmad 
Dchlnvi. who has given us one ot ihe niosi 
detailed and viviu jccoums of the siolencc 
af this penod in hts Pilli ki ttipui (‘'fhe 
ilislottune |or 'calamity'| ol Delhi'!, 
aruvidcs a touching example of this in his 
Jescnplion of events in Khan Ranh, a 
iredominanily Hindu mohalla. where his 
mother lived with ahandful ol other Muslims 

In Ihe late I9.VK. Shahid Ahmad had 
.sought a house near Ihc Jama Masjid and 
moved into II Ruthislamily siill owned two 
KHises in Khan Baoh. his mother lived in 
me (the zanaiia ghar). and Shahid Ahmad 
nainiaincd his press and office in the other, 
wo doors away. "Jah Pilli mein hangama 
lua. w'hen the disturbances broke out in 
:hc Old City on September 5,* a bomb was 
hrown al the Falehpuri Mosque, crowds 
jaihered. ihc police opened fire, one or two 
icople were killed and several injured in Ihc 
rxebange. local militias formed on both sides, 
ilogans were raised and peoplebegan running 
lellcr-skelter. Shahid Ahmad was caught in 
us ufrice in Khan Baoli. Amidst nsing 
msion. he and his co-workers managed to 
rscape through back-ways and alleys lhal 
hey knew reasonably well. But they breathed 
reely again only when they reached (he 
soinl from where 'Muslim habilalton' 


stMted. tUi lit din sc agj lak dobara Khari 
Bardt jam nmeeb iiahin hiu" Shahid had 
hoped to return lo his orrice wiihin a day 
or iwn. at least lo sorl out some urgent 
papers, hut "fnira that day lo this, I have 
never been able to go hack to Khan Baoh" 
tp ISI) 

White Shahid and hiscollcagues fled tnim 
ihis Hindu locality cm September V his mothc'r 
rci used to leave Conditions worsened in the 
loltowing days, however, and she was 
li'rc'tbly taken aw ay by letaiises lo ihe nearby 
Muslim areaof Faiash Khana The very next 
das. Hindu elders ot Khari Haoh went lo 
F-arash Khana and pleaded wiih ihe old lady 
lorctum 10 her home, her dejiariuie anKiunicd 
III a slur upon them and ujxm Ihe whole 
mohalla No one wcsuld be allowed lo UMich 
a h.iir of her head as Irmg as they lived, they 
declared "Jab lak h.iniaii jaan mein jaan 
hai. aap par anch nahin aa sakli" ip I47i 

Shahid Ahmad's mother leuimed lo Khan 
Haoh and was still living there, along with 
his vounger brothers and sisicrs. when he 
w tote his tneinuir someiimc alter hr and his 
immediate family had moved to Pakistan 
‘Not a single Muslim was killed in Khan 
Haoh". writes Shahid, "and my nioihei is 
siill there " Indeed, once relalisT calm had 
oecn rcMored.his moiher urged him uicome 
back "She writes to us saying ihai all ol us 
fled unnecessarily, ‘vou should come hack 
now' .‘I'his IS but a tnlhng example of how 
Delhi's Hindus behaved lowards Delhi's 
Muslims" (pp 146-47, IKOl 

Slialiid Ahmad'.s majoi diuirihcis resen'ed 
for those Hindu and Sikh tclugees who h.id 
llimded into Ihe cily from niilside The 
relugecs. and especially Ihe Sikhs, seemed 
lo be everywhere They had taken ovei the 
sireris and the fooip.uhs. the desericd 
buildings, Ihe imisqucs and ihe gr.ivcyards 
livery ba/aar now had scver.il ba/aars in il. 
because the relugecs had sei up Mails and 
plailorns on Ihc loolpaihs and on (he Mrccis 
In sell all kinds ol grards Cliandi Chowk 
miw had seven markets. Shahid Ahmad noted 
when he returned to Delhi alter seven months 
in Pakistan, in Apnl l‘J4H two "«.»«/" (real 
or original) and rivc"sci up by the relugces" 
(pp 1X6. IKK). “.Nothing remained of lhal 
speech and lhal enqueue", as Shahid' s I ellow 
Dcihiwala, F.hadal Rarcivi. put ii, “tha( 
generosity and lhal humanity, that warmth 
and that colour by which Delhi once used 
lo be recognised" 

The newcomers were prepared lo do 
anything lo make a paisa, we arc lold. and 
resorted lo vudcnce on Ihc slighicst prelexi 
The “Hindus of Delhi" and the "Muslims ot 
Delhi" both suffered at ihcir hands, writes 
Shahid Ahmad: and "in Ihe nuts that followed, 
the Hindus of Delhi look no pan" ip 146) 
His own evidence suggests mherwise. 
however, and because of (hat Shahid adds 
a significant rider: "cxccjM lor those who 


were carried away by a religious jread 
'immmunari madness" (ibidl.'“ 

In spue ol the tondness w irb which some 
ol Delhi's Muslims iccalird the community 
ihai wasoiu'e IVlhi, huge numbers indeed 
neaily ail of ihe city's Muslim coinmuniiy 
- w-err a besieged, demoralised and Icmficd 
lot by Augusi-SeiMember 1*147 Curlew hod 
begun lo lie imposed much rai hei. Now Ihey 
lengthened inio seemingly inierminahic 
penods When the cuilew was hticd lor u 
lew hmtis. (here w.ss a dc.spci.ile rush lor 
supplies Fivid and oihct necessities siHin 
ran oui. black maikeliiig and cheaiing 
incirased. jvoplc liegan selling wlniiever 
they had in (hen iKisscssinn and sc.iiclied loi 
allernaiive sources ol susicn.iitce. iKwirer 
Muslims e\rn began ui sell, .nid lo eat. their 
pel sheep, goals and ponies,'' Muslims 
discoseied iihi. as wc have luuiced. lhal Ihe 
IcK al imlicc had lurnetl agamsi ihein. or were 
al best soinew’hai mdiltereni li is scarcely 

10 be wondered ul lhal much biilcmexs 
and rethinking have flowed lioin these 
ex|Kiiences 

V 

.Shahid Ahmad Dehliivi's />(//» ki Bipui is 
a detailed, moving aiulhiitcr account ol how 
he was forced lo leave a ciiy he had never 
lonleinplaled leaving Delhi was his home, 
his CUV. Ins 'valan'. ‘The scars of Ihis 
lorced scpaiirfion will nevci disappear", he 
wMles II was like lotluie. life nails being 
pulled oui ot the llesh ("Dilli ka Dilli-valon 
se |uda liona goshi se nakluin ka judil lloriu 
Inn"I “Delhi which Iniil now become like 

11 dayan |wiiili| . even lliough she hud 
iH-ioim'.'idayiin.sheMilliemaincda mother" 
(pp I7‘;-K()) 

He had no itucmion ol leaving Delhi, 
Shahid (ells us. Mis inolher and his siblings, 
the liimily piojicrty. his work, his home was 
.ill iheie “Pilli iiiuih.tr hhalu kuite chhtmt 
Mikrgi "I low would 1 ever bc able lo leave 
Delin''" he asked hiinscll. And he exhorted 
the people ol his loc.sliiy lo May pul, 
reassunng them in whalcvci way he could. 
Hui then, as the curfews lengthened, the 
shouts of arsonists and liHrtcrs drew nearer, 
fiMHi and water hocatne scarce. Ihe sirrels 
and houses grew smaller, and the very act 
ol sleeping and hiealhing became difficult, 
people ol Ihe mohalla began lo slip away 
quietly, making (heir way lo ihe Old Fort 
or wherever else Ihey inighi find securiiy. 

One day. not long uflcrw.irds. Shahid and 
his family icIltiKi- with whatever belongings 
Ihey could quickly pile onto a (ruck. People 
in (he mohalla remarked, "0nbir/i li/ti clMi/e”; 
and "I walked with my head bowed, guiltily, 
like a criminal" Ip 164). They went to (lie 
Old F'orf retugee camp where conditions 
were, il any! hmg, worse i hun where they had 
come from- perhaps KO.(KX) people crowded 
into the grounds, with a handfull of lenl.s lo 
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j(i.<«nun<id<if 4 lirw lui.ky unci. rtncUipMitli 
»wcf 41 the t«nier (kwiibci i(. n't 

[ifiiviiiitri tur hifhii Uv 4 luftci ix h 4 (hfiMHnk 
ami heavy rjiiTi t«iiofft|HAjndthe£-i>tMittMffli 
ol liifl jtttl (Jcaxiter >(j Jh't 

ii u fi')te»i/(thy ihisuifh ivaftcl) 

tur|xtiiriK ih.ti r.KiiJat (iarrlit atMl 

M»i4iii t^ifeihi vifitutK Ihrii tncmuin in 
iim (lillrfnii i.>iniiici I fibi utn.1 l:nyli\h, 
rnliei lively vh<iui(l aw rajtlly Ifie vdine 
n>eta(ih>x till ihr iJelhi they lr|i ttehilul iii 
t'/47 4M I hr prrialfiriiafr i hdftlci' 'it 
Hdli'lvl V 4 ruli kr utmr mrin n (illri) 
kukhtiil I /inili$4U> < t.ilM-ralli'li llixii Itie 
I'riKid M">i>r I I lie I ily III IX-ihi hdil t>Ci iillir 
' 4 (ifiiuii lor llie Muiliini wiiln t^irrvhi 
tjtilvm )x-ivinalivi'> llir iily wiih .iiHillier 
iliei.iphor of lie V ailatiori '\k/uhut 
VVikrtfri/ifii ii Ihiti tl i/ioiai mrm fit/uit hui 

Ititiili lilt I hr Itrlhl <>| Oiioltri 
iSoviouticr (1*14/| vv,ii a 1 oijiK' hatlicil in 
bliHNi. over whit ti hiiinllnh of wiiltuiev ainl 
kilev ttifiliiHii'tl 111 hiivn f^umriu fjUit 

ht4\ht tuiM'itiUin hiiriiiliutillhi wiiXe Miahiii 

Ahmitt) 

l.iK 1 nil III limn lliiv pljt t'ol iin iiii rial ion 
Jllll lii'jlli lirtalnr llu* piitnaiv loiurlli ol 
veiv IdiJir iniintviv ol Miiiliiiiv Main wlm 
tiiultl lOiivr llw tily Ilf fill' loiiiiirv tinl lo 
iiinoii);lh«‘iii.i’.h,Hl.il H.irrlvi IiIiIiihi Mvii.iin 
Outrvhi and Slialiid Aliiiiotl (h-lilavi liiil Ihr 
hiliciIll'll III tieiiii; hoiiiiilrfl mil, hiiiiird aiul 
hiiliiiliali'il iriitiiiilcil Ini ilii'in av lor ihosr 
who did Hill liavr llic irvnani'v 01 Ihr 
tiiniU'iIniliv III liiliL' llifiii vi-iy lai 

IriKi III rhiiin.iiiilv li.id Im'iiiiiu' ii.‘tii||ri-v 
mihi'li owiihiiiiiri aiiil iiiiihiill.|vlH‘loif llu-y 
c<ml|.<rdtti||ic it'liiKi'i' 1 aili|iv Siiiiu'lhiiiy ol 
Iheir icini' ol hrlplnviievi and drtpaii niav 
he |ud|ti'il lioiii llirii u'i|«inic In (i.indhi. 
who had iililil .1 lllllc hIiiK' N'loif hrcii 
widely initlravi'd av .111 riiriiiy ol Ivlaiii Wr 
have oiir .ut mini ol llnv in Shahid Alnnatl v 
thill ki /h/ifii 

I'hc man wlnnn Shahul AhnuKi hkrnv ai 
one imini in the t oinini; ■» laiiivoii .ipait Ik'd 
vuip Mtihf iltuiiiiin iiieiii /nun />tii/ vovo 
- ap|Kars in a lar Inv lavoiiiahlr li|i;li( in 
hiininredcitidediiiiiiiiiaiioiis Whentiaiklhi 
viMicd lilt- Jaiiiii M.tvinI on Sepieiiilici k’. 
(hcnrwMil htMni|K'iHJinji v imi spK'.Kljnuin/; 
the Mmliinv like urildliie I'houvaiklv id 
Ihcni avveinhlctl in vcc him. and Iht-ir wav 
michumenl nttrnni; ivaven in tlic ninvtiur. 
wi nc.v Shahid I'heic w as a /tirai t nniimiimn 
as itmii as Ciamlhi aimed I'hc aweinhleil 
Muxiintv tried IhemM-lves hnaivc. shniilin): 
"Mahalma O.mdhi :tnUuhinl'" "Al lhal 
nmnicni. pctiplc Intjini even Allah ihoy 
Innked nn (iandhi|i himscll as iht nmni 
Ikitcnl i{}inlii I iiiiif/tii/l"’’ Siiih were ihc 
Mrailv In which Delhi's Mnslinis had heen 
redueetJ 

(itUHihi hintseil slaved htil a tew minutes 
and said only a lew wtirvls, tseeause id ihc 
dhstiiK.inisalinn. Shahid Ahmad's s.itnKal 


actntiM UMct funbet Htmever. hit putt- 
ptayct ipecthn were IxuaikMl vn the radtu 
everyday fniheteherepcatedlypitinutMCtad 
the Mushnii guilly ol atriitilict in wcsi 
lAiri/ah of abdotiinji HindufSikfi women 
anti much fiuxe flavin]/ said ihiy, he avked 
ffintljs aivt Siiht 111 (Jelhi to shuw their 
nvxa! vlrcnjjffi by nol iccking levcni/c, and 
uriced die Musliiiit to ' surrcndci all Ihcir 
weapori’t' and live as loyal Intliafi ti(i/cm 
(pp iVf Wjj " lor all dial, the tomin]{ o( 
fiarajhip did fedixe wiiiic t-alih anvifi)/ Ihe 
Mavtinn the wriiei ohservev. asiding 
sauviK.dly far evcri piovided them stiine 
iup(«iri for etjinplr. lie insjk.‘tlcd their 
t.inips and advised (licm to tonsirutl and 
tleon ihcif own lavalonev ' ip liiff/ 
I'hiklat (iaiciii who niafiayed in cstape 
In I utknow in Sv/annhei Id 47 . and lalcr 
wiiilt ol tin- tnir.Kle (>aridhi s iiiarlyrtkiili 
hriMjj/hl‘wlk'ii Ilk-w of id vhartiit'd anti 11 
stcinrd as it siiile hod ncvci oviuried I 
anil who irinincd lo hts te<u.hine diilies in 
tvihi m A/xil |V 4 f( rm.otifa}tevl hv Ahul 
Kaiain A/ad /akii I In-ain and others as pail 
III then rllmi to leviore noiinalt). relict led 
his own sciiv ol liisv and hillerness m fits 
inenioirs puhluhed 40 veais lalci Delhi hatl 
Ik'toiiiea vrrii.ihle fehiiitr isijn ' fieietalK 
tp I'Ol rtie Ik'ltll ( ollriic was smin lull 
ol Hindu and .Sikh sliidcnls and piolessots 
Itom Sindh and I'unpih "yimid human 
hemgs" hill ol a iiilitiir l.ii dilleienl linili 
di.il the lolleye was used lo ipp 1 (S ISlj 
Allri liniiah's death and (he Indian 
govt-iiitiieni s lake over nl Kydeiahad in 
Si'inemlvi I'MK.IIvileijhadlX'taineaiHilhci 
stent' ol nuss killing ol Miishnis and the 
mass ia|ie ol Muslim woinen. he wriles 
"Hk' eyes shed leafs ol hlmil lAttiillirn 
khtnm hilutli Ktl'ni)' ip I M 1 

lllinijielv. aliei iiukIi deliht'talion and 
inisgising. I'.h.id.ii liaielsi leli Delhi al the 
endol I'MH Misimgratiiuilol.aliorejp()cais 
lo him. in ieiios|k'ti. as the mivnvent ol leal 
liN'i.ilion 'I'ears welletl up al (he Ihoughi 
lhai I was now in I'.ikislan I had s|icnl ihe 
ve.u Ol IK inoMilis prnu to my aiiisal here 
III gieal menial anguish and sexaium' ip 
I S') I Out e his I ami ly hatl also salel y > Hissed 
Ihc fkirticr, he writes turthcr. he hrejthcd 
escii more licclv "Now we would all live 
tn i.ahore. wilhoiil any tear, anti pass our 
days in this inire .md holy land in jeconJ.uiee 
with our ht'liels and tusioins "ipl72) He 
dw ells on the "treasure til peace and sec urily " 
lhal he louikl in l.ahuie. lhal "wealth ol 
resjieci and hontiui", the desire lor whivh 
li.ul been eaiing into his sivul lor j long tiiiK' 
ip 177), And he writes ol the beauty ol * 
Lahore, the "ciiy ol lights" and "grace” and 
"hounty ' and "rtimance", which now 
"appeared lo u.s like the land ol lames" ip 
IM.) 'Delhi', that magical ciiy was indeed 
miw very lar away. I.ahore hod become the 
new ‘Delhi' 


Shahid Ahmad and hts fMaity escaped 
fmm Delhi uw. yrrthM a few de^ of Ihm 
anna in ihe Purana Qila camp, as toon as 
they were ahte 10 obtain seats on a (ram to 
Pakioifl Ihtit ii Bipta deseribcs the 
fuxT' *tl^;p)urnc>lnvometktalJ cundiitoitv 
that sere no irnprovcmeni on Ihc refugee 
comi ihcy bad icii bebmd 125 passengers 
(.row k.-d inio 4 ctxnpanmeni mcam lo seal 
12 U 'iighiiogtxisaicr. practically no chance 
111 I'-plenivhing any sutiplics al slattons ixi 
the was attacks dlixie point panic and letrur 
and vul'ocaiiiin. wbai ihuuld have been on 
ovrrriii'h' piuiney taking all of 4K hours, 
whiil. -ecincd lo stieich endlessly 

IK- iijiii fan the gauntlet, as the wntci 
recall, ii troin Ni/aniuddm siolum in Delhi 
to Mccru' .ifiJ Mu/allainagar, Deohandand 
ka)|<ur.i I udhiana Jaiaiidliaf, Atnnisai and 
a c.Hipic ot smaller stainxis betore they 
leached I'.ikivlaii Hindus and Sikhs were 
niilJing irouiiv) ,ii cvciy stop bui there were 
praclu ally ik> VVishnislnfscseeii AlSfcciut 
Ihc fiiiliiifv pu.iivi did not let anyone 
disciitb.vrk go gi-t water saying lhal mould 
well have K-en (snsuned Al .Amrilsai and 
fleas vt.iliuns, w.ilci was gushing out al lull 
hiisv- lioin ij(is nil Ihc plalloTiv However. 
Ihc passengers wcie ki'{H iiisidc llic liain, 
lltc'ie weie thousands ol Sikh and Hindu 
icingees al these sialnms, aik) a .Sikh guard 
said slernis ill wisely 1 . "Sell AiiirilStii hai 
I I his IS Aniritsai 1 " 

Jiisi helotc I utlhi.inj Ihe Itain had 
SI leeched lo .1 hall and Ihc passcngcis wi'ie 
lik ked III lor vis Cl an hout willi all the JtKirs 
.nil I w indi iw s shut. w title the ittMips gu.irding 
Ihc iiain and icinlorccnicnis app.irenlly 
rushed tioni l.udhi.tiM loughl nil an .ill.uk 
hs "ihoiis.iiids " ol armed men In Ihe touise 
III the aita..k. Ilircc t.irriiges were almost 
soniplciels einplicJ Iht-y airived in 
Ludhiana laden only wiihcorpscs and atew 
ericvnusly in)ured |seiipli- 'Hundreds’ h.id 
altcnipied lo flt'c Irom Ihe irain. Shahid 
Ahin.kt otlds ihi-y should .ilso ht' counicd 
aiiHing Ihr dead 

'Ihe Mii-.liins on the train hre.ilhcd again 
only whenihey re.KhedJ.illo the lirsl suiion 
ini’akisiatii iciriloiy "Muriinn im'inftiunau 
git\t" Hundreds ol jicople were waiting 
here. Ill gteel ihem w ith slogans of "Paktsion 
/indahod". and with generous .supplies of 
dnnking water and IihxI - roll, dal and 
.K'har 

Su mimihs alter his |ouiney to Loihorc. 
Shahid Ahmad was In reiurn lo his native 
Delhi, with curiously mixed feelings of 
happiness and sorrow ("A/reh uinih ki khusht 
aurajffhMnihinghamiha"Up 15) "Miisl" 
of Delhi's Muslims were by this time 
reluming lo Delhi from Pakistan, having 
heard ol the restoraiion of peace, he recalls 
But there were no houses lett for them. The 
streets and the markets had been captured 
by refugee Hindus and Sikhs, and a Muslim 


227(1 


EcotHiinic and Poiilical Weekly September 6, 1997 



i e r a B e d<i t<ofptocgc»< a «» k< wfc «w in g tfto«>f> 
fiuiD * hank (p 1X2) 

The Muslims ai Drlhi lived m few. hr 
says They tnisied no one am) spoke in 
nliispm. fonsumly on the took «iut fat 
infonaen' Muslims neie considered wui 
iiWiOful Large numhers bad hccn. and uvre 
leing. airesled Seeking to hide then 
diisitmness. some - especially younger - 
men bad shaved off thcit heanls- The leu 
duslim shopkeepers still in husiness tned 
o prowci themselves hy hinng Hindu/Sikh 
igenis and svorkets ipp IKh-bV) It uas 
lifficoh to hfcaihe Iteely 
The i.pies.iKm of "tireaihing freely«i 
ising uiihoui Icjr, applied in these 
.'ircumsiances as much, oi more, lo ihose 
aho stayed behind as to lluise vhht> sseni 
;uay Tlic suffocaiion of Delhi in Id47 4h. 
IS Hhadai Barcisi. Shahid AhmaJ Dehl.isi 
md others recall it. was nut altogcihci 
lilterenl liom the sulf(ii.alKin ut the tram lo 
*akisian .No doubt many mote oi ihose 
lelugees' ssho uere letl hehiiid. or chose 
o slay on. in India or Pakist.in. would base 
.imilai stones lo tell, were their new nation 
.t.iies tolerant of such talcs 
In any case. Shaliid Ahmad s cspcncnvc 
of hrealhiiig licely lor the Inst Itnic and 
asiing ilicir first morsel ol IihkI lot tiass on 
caching the saleiy of ihcir own ,)eoplc' 
sm ininiedhy many other Panilioiimigi.iiits. 
■'hcMhei they travelled cast m west *’ llie 
ecling o( secuniv. and the revival ol spiriis 
iiai came with ihe ihotighi ihai ihcv were 
low on their own nation.il' soil.ivaiommon 
heme III ihe migranlv' recoltcchonv Si. c. 
he memory ol ihe excessive aggression and 
iHinier-aggression all around 
The Sikh milil.iry guard's warning in 
ihahid Ahmad and Ins Muslim to 
lassengcrs, "Yeh Amnisar hai". is malLlted 
ly Hhishma Sahni' s physically uniinpressise 
finclu hahu fleeing the oihci way. who is 
ransformed into a marauding wolf as smin 
s his train nears Amnisar" ".Amritsar aa 
aya" Vetyinuchihesamekindol .Kcimni 
■f immedijic vengeance is provided by 
elugeesiiavellinginhorhdireciions Shahid 
ihmad's tram journey ends at laihoic where, 
c recoums. seelionv ol the wailing crowd 
tiKcerled at once to determine whether the 
am had been attacked and how many had 
cen killed or wounded They then promised 
unimary justice "Wail'", they said, 
ecording to Shahid Ahmad, "we shall settle 
tores right now. in your presence" and, 
lopping a refugee special going Ihe othei 
.ay at Baghbanpura station just outside 
ahorc, they paid back the killers of eastern 
unjab in iheir own coin - "with interest" ' 

VI 

This IS a Partition t Partition -Independence I 
iai we have not always faced up to in our 
isiory wnitngand our puMic representations 


of that awmew of TibeniKm', Whai a focus 
on Ike Muslims of a disturbed and high- 
ptoftle place like Detln in 1447-411 may 
allow us to do IS to recover something ul 
Ihe suppressed memories or Partition and 
Independence, at the same tune as we ask 
som^ngabout the way in w hic h ihehisiors 
of these events has been wniien up 
One puinl that I hi'pc (his papei will have 
established IS that there are moments in the 
miidem history of nations - untonunaiely. 
indeed, ton many ol ihciii - when whole 
communities tome to be refugees, and the 
memheis ol an cniiie population iiu scvlion 
ol a papulation) ate rendered lacelcss, 
unditlerrniiaied. suspect .ind hunted '1'his 
what happened to the Jews m Nari 
(•ermony This is whal has happened to the 
Ifuiulsi in Rwanda over the last lew yr;us 
I'hiv IS what happened in Delhi ami its 
ensiivHis. as ol ciKiise it did elsewhere in 
India and Pakistan, liirnuny mimihsiii IU47 
.uid .illciwards 

1 aige numbers of people hecaine 
rehigees' in IU47-4K. some moving lo 
.inoihcr sountry, some not moving verv lai 
Ol indeed leaving their homes ai all Ihe 
ivoini of airival lor ni.niv ol ihc laltri wuv. 
Ill .1 physical sense, no dilleieiil Iroin ihe 
'• ol depaniiic. but in a physiciil sense 
.iloiie I'hc quesiiiin ihat reiiiuins loi ii long 
lime is ihiii ol thru place in ihc new 
dis|iensalumv ol India and Pakistan inow 
India. Pakistan and Bangladesh). andol iheii 
.ind our - ahility lodeal with this lornieni ing 
tiivlory ol displ.iceincni 

Notn 

I Soi' onrhispiiinl loan .Scott.'Ihe I'.videiiie 
olhvpcnetKe' t iiri(«/f/i^ii/ii. Winter I'Wl 
:: My locus on Musliiii refugees does not imply 
ihal iherxpciirm r ol Hindu and Sikh refugees 
was any less iruunialn, in Delhi, orelsrwhcic 
I hr laiiri requires deiuilcd licalmcnt in ils 
own right and eseiy such enquiry needs lo 
pay close allenlion lo the way in which 
loeinoricshavrhcs'neonsuucled by dillereiii 
pailKipanIs 

1 Interview. Delhi, March IK, IVUS (nariie 
withheld al interviewee’s requesn. and 
Prakash Tandon. Puniahi f 'en/un. /K.l 7-1V47. 
t'niversily of California Press. Hcikelcy and 
I.OV Angeles. IWiH, p 24V 
4 India Office Keeords (hcieaflrr lOR) K/l/l/ 
172. Mnumhatlcn to Haldev Singh. Scplrmlrr 
2. IV47. and Mounihailcn lo prime minister. 
September 2. IV47 

y Inlervicws with Mohammad Khalid and 
Kashiduddin Khan, published in Deifiiruuf. 
Augu.sl IWf). pp 21 22 For Ihe Inrce ol 
Rashiduddin Khan's remark, nolc Mouni- 
hailen'v rcaciionv referred lo above 
b Inierview with Atam Singh. Bhogal. March 
16, l<M7. 

7 Interview. Delhi. February lUV.S. 

X G I) Khosla. Mrmnn 'x Gay Chariot An 
Auiobiogruphii al Nurrulivi, Allied 
Publishers. New ITelhi. IVHS. pp IS9-6I 
9 Ibid, pp 175-76 


Ul Sec V N Dario. 'PwijoIm Kelugees and the 
Dthaii DrseInpmeM of Cieam Delhi' in R 
E Frvkrnbrrg (edi. tirlhi iii/i>«.e6 iht Ayrt 
.Vrfct led A.otiit in (‘ihom Hiifioy tV/runr 
and .Viv len. Osicud t'niscrvils Picsi. Delhi. 
IV9i. pp .’If 9p MuvhieuI Itasan. /.egm v of 
a Driofed .Vaii.Ht India f Miitlims umr 
tnjrprnjrm r. lluislondConipany, London. 
1997, p 171 and n, ohserses Ihal Ihc Muslim 
jiopulaiion was irducvd livmi 1122 per v'Viit 
lo y 71 pci ccni ol Delhi's loiat po|Hilalii>n 
hc'lwcrn 1941 and IdSI 

11 the 19WK and I9*HK have seen a rapid 
liansfoiiiialKsn ol ihe i ily Muchot Delhi now 
gises Ihe apprar.iiKV ol being a cily of Ihc 
upwaidiv inohilc. .iggresvise coinineis'ial 
hi'Ufgcoisic 'Non Kcsiilrnl Inihjiiv' lismg 
m India 

12 Ihr Slaiffnain. August 2). 1947. (lOK) 
H/VUna. i; H Nisholls Note' lo Ihe 
Ciovcinsn Gs'iieral. CK'lidsci 27 1947. Ihf 
/inter, Joniiaiv 21. I94K 

11 ImliuOn'iscl-ibrars ilieiealiei IDl.lMssFur 
1164/21 'Matenirni hy Mililiuy Officer on 
.Sc|i»embci 21. 1947'. p xsxvm 

14 Ihid. PI' sssviii vl 

|y Ibid. Mss but 1164/149. |i M Malik. Jhr 
/rij.Cei/v i>f fVf/ii (/fiioMgti hiruliol fvrsl. 
p 19. (tol ) Mss I'ui l'2liil/M, ininuies iif 
imviing ol Ihe i'lneigciii y t'onimillee of ihe 
I'ahinei Osiohcr 7. 194’/ (i ( Mss Km 1)621/ 
14 Wiltinl Kussell diaiics.eniry Ivh October 
I 1947 Hegum Anecs Ljulwai. Anuli ki 
Chhiiiui Mrm. Iliiuli Itanslainm. Nur Nabi 
Alibasi, National IfiHik Irusl. New Delhi, 
199(1 p sn. andcsiiocl liom Kniph Kussell's 
inters lew wiih l'.li.idal Hurcivi. piihlishcd in 
\rminat 4211 August 1994 

16 ilOl.i Mss I.UI Fll)4/2I. Apps'iulis Vli. A 
Siaieitieiii on Delhi I iisiuitiancr Marie hy a 
Military Olln.ci on Septeinher 21. 1947'. p 
shii .mil iliiil. Malik, '/ingei/i »/ />e/Ai. pp 
21. 25 

17 A.'or/r it Chtunm Mrm pp IK 19. yti 

IK (lol.) Mss liui F2fi(i/I(iy, 'Ihe Indian 
Silualioii A IVison.il Note hy Lord Ismav 
Oclidx'i y. 1947, rl lo- Ihr Menioor of 
(irnriiilihr/jodhimn tieinciikiiin l.omhm, 
|<)6(l, p 4 m 

19 ('lied III Ahul Kulaiii A/ad. tiidia Winx 
I trrdom (I9y9, "the Complete Version', 
Orieni l.onginan. Clwnnui. I9XX) p 20 

7(1 Ihe quoialions arc fiurri ihid. pp 22X 10 

21 Ihr Sioirimoii. Ocliitier 1947 

22 Mssf'.ui l■2lXt/l6y.Knlay'snolc "rhclmlion 
Situalion' 

21 M.SS f'.ur Fl(i4/2I. 'Si.iicritcni on Delhi 
Distiiihanccs', pp xxxvii xsxvni 

24 Ihinn. August 27, 1947 

2y 'Sljleineni on Delhi Disliirhances'.pxxxvni. 

26 Nrnx Chronu Ir, Sepirmher 6, I94'7, cilcd in 
Malik, '/rngerfv oj Itrlhi, p 5 

27 Shahid Ahmad Dehlavi. Dilh ki Bipiii. p I y2. 

2H 'Slaiement on Delhi IXvluibaiK.'es'. p xxxix xl. 

29 Holh arc cited in Malik, Trngtdy of l)rlhi, 

pp y and 7 

.10 Nehru did this so often during these days that 
several (Kople in his own ofrice and in olhcr 
branches of the giivemineni were deeply 
concerned about his safely, interview. A/im 
Husain. I (' .S. London. Otlobcr 12, 1995; 
People’s Age. October 19, 1947, Dehlavi. 
Ihlli hi Hipla. p 157 

1| This paragraph is based on reports in The 
Siulexman. .September X. 1947 
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accommodate a few lucky ones; one tap with 
running water, as the writer detscribes it: no 
provision for lights, lavatoricsor bathrooms, 
and heavy rains to compound the conditions 
of dirt and disorder (p 165). 

It is noteworthy, though scarcely 
surprising, that Ehadat Bareivi and Ishliaq 
Husain Qureshi. writing their memoirs in 
two different tongues, Urdu and English, 
respectively, should use exactly the same 
metaphor fur the Delhi they left behind in 
I947-4K. The penultimate chapter of 
Bareivi's Azadi ke saaye mein is titled 
'Rukhsat-i-Zindaan (‘Liberation from the 
Prison House’).Thecity of Delhi had become 
“a prison for the Muslims”, writes Qureshi. 
Qidwai personali.scs the city with another 
metaphor of devastation. “Aktuhar- 
Navamhar ki UUli ek khmm mem lilhdi hui 
lauxh thi..." "The Delhi of October- 
November |I947| was a corp.sc bathed in 
blood, over which hundreds of vultures and 
kites continued to hover...” “Purana Qila 
hashrkamaidan haimhua r/ui”, wrote Shahid 
Ahmad.*" 

Liberation from Ihi.s place of incarceration 
and death became the primary concern of 
very large numbers of Muslims. Many who 
could leave the city or the country did so 
-among them, Ehadat Bareivi, Ishtiaq Husain 
Qureshi and Shahid Ahmad Oehia vi. But the 
bitterness of being hounded out, hunted and 
humiliated remained, for them as for those 
who did not have the resources or the 
connections to take them very far. 

Tens of thousands had become refugees 
in their own homes and mohallas before they 
escaped to the refugee camps. Something of 
their sense of helplessness and despair may 
be judged from their response to Gandhi, 
who had until u little while before been 
widely portrayed as an enemy of Islam. We 
have one account of this in Shahid Ahmad's 
Dilli ki Bipia. 

The man whom Shahid Ahmad likens at 
one point to the coming of rains on a parched 
crop - sukhe dhanon mein pani pad gaya 
- appears in a far less favourable light in 
his more detailed ruminations. When Gandhi 
visited the Jama Masjid on September 12, 
the ncwsufhis impending visit spread among 
the Muslims like wildfire. Thousands of 
them assembled to .see him, and there was 
no chance of offering prayers in the mosque, 
writes Shahid. There was a great commotion 
as soon as Gandhi arrived. The assembled 
Muslims cried themselves hoarse, shouting 
"Mahatma Gandhi zindahadV’ "At that 
moment, people forgot even Allah: they 
looked on Gandhiji himself as the omni¬ 
potent (Qadir-i-mutlaq )"Such were the 
straits to which Delhi’s Muslims had been 
reduced. 

Gandhi himself .stayed but a few minutes 
and said only a lew words, because of the 
disorganisation. .Shahid Ahmad's satirical 


account states further. However, his post¬ 
prayer speeches were broadcast on the radio 
everyday. Inthese he repeatedly pronounced 
(he Muslims guilty of atrocities in west 
Punjab, of abducting Hindu/Sikh women 
and much more. Having said (his, he asked 
Hindus and Sikhs in Delhi to show their 
moral strength by nut seeking revenge, and 
urged the Muslims to “surrender all their 
weapons” and live as loyal Indian citizens 
(pp 159-60).'* “For all that, the coming of 
Gandhiji did restore some calm among the 
Muslims", the writer observes, adding 
caustically: “he even provided them some 
support. For example, he inspected their 
camps and advi.scd them to construct and 
clean their own lavatories...” (p 160). 

Ebadat Bareivi, who managed to escape 
to Lucknow in September 1947, and later 
wrote of the miracle Gandhi’s martyrdom 
brought (when “the world...changed" and it 
.seemed as if "strife had never occurred”), 
and who returned to his teaching duties in 
Delhi in April 1948, encouraged by Abul 
Kalam Azud, Zakir Husain and others as part 
of their effort to restore normalcy, reflected 
his own sense of loss and bitterness in his 
memoirs published40 years later. Delhi had 
become a veritable "refugee-istan”, he recalls 
(p 150). The Delhi College was soon full 
of Hindu and Sikh students and professors 
from Sindh and Punjab - “good human 
beings” but of a culture far different from 
that the college was used to (pp 1.15, ISi). 
After Jinnah's death and the Indian 
government's take-over of Hyderabad in 
September 1948. Hyderabad became another 
scene of mass killing of Muslims and the 
mass rape of Muslim women, he writes 
"The eyes shed tears of blood (Aankhen 
khoon hahati raliin)" (p 111). 

Ultimately, after much deliberation and 
misgiving, Ebadat Bareivi left Delhi ut the 
endof 1948. His mtgration to Lahore appears 
to him, in retrospect, as the moment of real 
liberation. ‘Tears welled up at titc thought 
(hat 1 was now in Pakistan. I had spent the 
year or 18 months prior to my arnval here 
in great mental anguish and vexation” (p 
159). Once his family had also safely crossed 
the border, he writes further, he breathed 
even more freely: “Now we would all live 
in Lahore, without any fear, and...pass our 
days in this pure and holy land in accordance 
with our beliefs and custoncs...''(p 172). He 
dwells on the “trea.sureof peace and security” 
that he found in Lahore, that “wealth of 
respect and honour”, the desire for which 
had been eating into his soul for a long time 
(p 177). And he writes of the beauty of 
Lahore, the “city of lights” and "grace” and 
"bounty” and “romance", which now 
“appeared to us like the land of faines” (p 
164). ‘Delhi’, that magical city was indeed 
now very far away , Lahore had become the 
new 'Delhi'. 


Shahid Ahmad and his family escaped 
from Delhi too, within a few days of their 
arrival in the Purana Qila camp, as soon as 
they were able to obtain seats on a (rain to 
Pakistan. Dilli ki Bipta describes the 
harrowing journey in some detail: conditions 
that were no improvement on the refugee 
camp they had left behind: 125 passengers 
crowded into a compartment meant to seat 
32; no lighting or water; practically no chance 
of replenishing any supplies at stations on 
the way; attacks at one point; panic and terror 
and suffocation; what should have been an 
overnight journey taking all of 48 hours, 
which seemed to stretch endlessly. 

The (rain ran the gauntlet, as the writer 
recalls it, from Ni/.amuddin station in Delhi 
to Meerut and Muzaffamagar, Dcoband and 
Rajpura, Ludhiana, Jalandhar, Amritsar and 
a couple of smaller stations before they 
reached Pakistan. Hindus and Sikhs were 
mining around at every stop, but there were 
practically no Muslims to be seen. At Meerut, 
the military guard did not let anyone 
disembark go get water, saying that it could 
well have been poi.soned. At Amritsar and 
Hcas stations, water was gushing out at full 
force from taps on the platform. However, 
the passengers were kept inside the train; 
there were thousands of Sikh and Hindu 
rclugee.s at these stations, and a .Sikh guard 
said sternly (if wisely), "Yeh Amritsar hai 
(This IS Amritsar)”, 

Just before Ludhiana the train had 
screeched to a halt: and the passengers were 
locked in for over an hour, with all the doors 
and windows shut, while Ihctrixips guarding 
the (ram and reinforcements apparently 
rushed from Ludhiana fought off an attack 
by “thousands” of armed men. In the course 
of (he attack, three carriages were almost 
completely emptied: they arrived in 
Ludhiana laden only with corpses and a few 
grievously injured people. ‘Hundreds' had 
attempted to flee from the train. Shahid 
Ahmad adds: they should also be counted 
among the dead. 

The Muslims on the train breathed again 
only when they reached Jatto. the first station 
in Pakistani territory. "Murdon mein jaanua 
gayi." Hundreds of people were waiting 
here, to greet them with slogans of “Pakistan 
/.indabad", and with generous supplies of 
drinking water and food - roti, dal and 
achar.*' 

.Six months after his journey to Lahore, 
Shahid Ahmad was to return to his native 
Delhi, with curiously mixed feelings of 
happiness and sorrow (“Ajeeh larah ki khushi 
P aur ajeeh larah ka gham tha ") (p 15). “Most” 
of Delhi's Muslims were by this time 
returning to Delhi from Pakistan, having 
heard of (he restoration of peace, he recalls. 
But there were no houses left for them. The 
streets and the markets had been captured 
by refugee Hindus and Sikhs; and a Muslim 
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eeinedow of place even withdrawing money 
from a bank (p 182). 

The Muslims of Delhi lived in fear, he 
lays. They trusted no one and spoke in 
whispers, constantly on the look out for 
informers'. Muslims were considered anti¬ 
national. Large numbers had been, and were 
neing, arrested. Seeking to hide their 
duslimness, some - especially younger - 
Tien had shaved off their beards. The few 
Vluslim shopkeepers still in business tried 
o protect thmselves by hiring Hindu/Sikh 
igents and workers (pp 188-89). It was 
lifTicult to breathe freely. 

The question of “breathing freely”, of 
iving without fear, applied in these 
;itcumslanccs as much, or more, to those 
/ho stayed behind as to those who went 
iway. The suffocation of Delhi in 1947-48, 
IS Ebadat Bareivi, Shahid Ahmad Dehlavi 
ind others recall it, was nut altogether 
lifferent from the suffocation of the train to 
'akistan. No doubt many more of those 
refugees' who were left behind, or chose 
0 stay on. in India or Pakistan, would have 
imilar stories to tell, were their new nation 
tates tolerant of such tales. 

In any case. Shahid Ahmad’s experience 
of breathing freely for the first time and 
asting their first morsel of food for days on 
eaching the safety of thcii 'own people' - 
I recounted by many other Partition migrants, 
.’hether they travelled cast or west.''* The 
eeling of security, and the revival of spirits 
iiat came with the thought that they were 
owontheirown 'national' .soil, is ucommon 
liemc in the migrants’ recollections .So is 
lie memory of the excessive aggression and 
ountcr-aggression all around. 

The Sikh military guard's warning to 
hahid Ahmad and his Muslim co- 
a.sscngers, "Yeh Amritsar hai", is matched 
y BhishmaSahni’s physically unimpiessivc 
lindu babu fleeing the other way, who is 
ansformed into a marauding wolf as soon 
s his train nears Amritsar”: "Amritsar aa 
aya”.'" Very much the .same kind of account 
f immediate vengeance is provided by 
ri'ugecs travelling in both directions. Shahid 
ihmad’s train journey ends at Lahore where, 
e recounts, sections of the waiting crowd 
rocceded at once to determine whether the 
am had been attacked and how many had 
cen killed or wounded. They then promised 
ammary justice. “Waitl", they said, 
L'cording to Shahid Ahmad, “we shall settle 
-■ores right now, in your presence”: and, 
opping a refugee special going the other 
'ay at Baghbanpura station just outside 
ahore, they paid back the killers of eastern 
unjab in theirown coin -"with intere.sf','"' 

VI 

This is a Partition (Partition-Independence) 
lai we have not always faced up to in our 
isiory writing and our public representations 


of that moment of 'liberation'. What a focus 
on the Muslims of a disturbed and high- 
profile place like Delhi in 1947-48 may 
allow us to do is to recover something of 
the suppressed memories of Partition and 
Independence, at the same time as we ask 
som^ng about the way in which the history 
of these events has been written up. 

One point that I hope this paper will have 
established is that there are moments in the 
modem history of nations - unfortunately, 
indeed, too many of them - when whole 
communities come to be refugees, and the 
members of an entire population (or section 
of a population) are rendered faceless, 
undifferentiated, suspect and hunted. This 
is what happened to the Jews in Nazi 
Uermany. This is what has happened to the 
Hututsi in Rwanda over the last few years. 
This is what happened in Delhi and its 
environs, as of course it did elsewhere in 
India and Pakistan, for many months in 1947 
and afterwards. 

Large numbers of people became 
'refugees' in 1947-48, some moving to 
another country, some not moving very far 
nr indeed leaving Ihcir homes at all. The 
[Hunt of arrival for many of the latter was. 
in a physical sense, no dilferent from the 
of departure: but in a physical sense 
alone. The question that remains for a long 
time is that of their place in the new 
dispensations of India and Pakistan (now 
India, Pakistan and Bangladesh), andol their 
- and our- ability (odeal with this tormenting 
history of displacement. 
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The Empire and Mr Thompson 

Making of Indian Princes and English Working Class 

Robert Gregg 
Madhavi Kale 

The elision of empire in E P Thompson's work has had important implications for the emergence of Social 
History. In his focus on culture Thompson did not merely enlarge the historian’s lens to rescue the lower oraers 
as agents, so enabling further enlargement in the future. Instead his use of culture placed another veil in front 
of History, another layer on the 'palimpest of history' making it in some ways more difficult to incorporate empire, 
non-metropolitan subjects and race and gender perspectives into future historical analysis. 


As a child 1 had no doubt that Indians were 
our most important visitors; the sideboard 
loaded with grapes and dates was testimony 
of this. A little older, I would cadge postage 
stamps fnim poets and political agitators. 
Older again. I stood in awe before the 
gracious Jawaharlal, as he asked me about 
my baiting technique. 

- E P Thompson (1V80: 1.38) 

N The Nehru Tradition. Edward Palmer 
.liompson described how just before his 
Icath in 1946, his father, Edward John 
'homp.son, had received a letter from Pandit 
awaharlal Nehru [EPT 1980: 1.38].' "My 
ather read it,” E P Thompson wrote, 
propped on his pillows, in the evening 
tours when his mind was cleared of drugs, 
i was a letter with the warmth of an Indian 
/ind, thanking him for his work for India. 
iy father let the letter drop onto the sheet; 
Oh Lord, now let thy servant depart tn 
icace!' Several days later he died.” 
.ccompanying this letter, Thompson added. 
There was (one) also for me, tn the .same 
enerous terms. From this moment, I suppose, 
temmed my ‘deviation’" (EPT 1980: I42J. 
Here, then, is a moment of some signi- 
icance in the biography of one of the most 
iflucntial posl-warBritish historians. Indian 
istory, the life and influence of Jawaharlal 
'chru, the life and work of Edward John 
'hompson, were all of grc.ll signiUcancc in 
ie development of this 'deviant'. And yet 
us realisation on E P Thompson's part, 
uried in a relatively obscure essay in one 
f his less-read works - indeed, in a work 
'hich is more political than historical in 
ature- parallels the status of Indiain British 
istory itself. It is a central part of the story, 
ut seldom recognised as such (Bayly: 11- 
5; Burton 1994a, 1994b|. Moreover, there 
: a distinct irony here that we wish to 
ighlight in this paper. A man so shaped and 
tfluenced by the existence of the British 
un pi re as it was represented in Anglo-1 ndian 
istory, who described himself as having his 
.wlitical consciousness cut its teeth on the 
auscs of Spain and Indian Independence." 
id who modelled himself on his father. 
Imost entirely denied a place for the empire 


and imperialism in his own historical writing 
[EI'T 1978: iii; Palmer 1994:27,174) While 
the influence of the father is clearly present 
in the work of the son. empire itself is 
conspicuous by its absence.^ This would 
have a profound impact on E P Thompson's 
analysis and would, consequently, shape the 
development of social history in Britain and 
the US.' 

In this paper, therefore, we intend to 
highlight an aspect of E PThompson’s work 
that has received minimal attention in the 
various articles and festschrifts produced in 
his honour, namely, the relationship between 
E PThompson and the British Empire within 
which he was born.* To describe this 
relationship fully, we focus on the lagacy 
of the father, Edward John. Further, while 
we do not discuss here E P Thompson's 
influence on other Anglo-American social 
histonans. we would argue that his centrality 
to the emergence of Social Hi.story means 
that this relationship with empire helped to 
shape the work of a whole generation of 
historians who followed in the younger 
Thompson's wake. To understand the 
genealogy of Social History and 
developments within the western historical 
profession over the last 30 years, therefore, 
the lens has to be widened so that it 
encompasses not just someone like E P 
Thompson, but, through him, Edward 
Thompson, Jawarhalal Nehru and Vinayak 
Savarkar as well.’ Unearthing such 
genealogies should make us more keenly 
aware of the politics of history writing, “its 
conditions of production, its power to shape 
knowledge systems and to hide its own (in 
this case) orientalist origins and pre¬ 
sumptions" [Burton 1996; sec also, Trouillot 
log.-i; Prakash 1994; Gregg 1997], 

I 

All About R Tagore 

Oyez! Oyez! Assemble, ye fellers! Hear this 
dreadful charge! A reductin aduhsurdum'. 
An agent-on-earth of the Governor of Hades 
Himself, versus one Neophyte the Bitter- 
One! A partnership, a Quis sepantbif} do, 
and the consequences thereof. 

- G V Oesnni (1986: 98) 


At the end we shall find our beginning. 
One of E PThompson' s last published works 
was Alien Homage, a tribute to the relation¬ 
ship between his father and Rabindranath 
Tagore, which had culminated in Edward 
John's study of the Bengali poet's life and 
work (EPT l9<J3a; EIT 1921. I994J. This 
study of Tagore was the elder Thompson’s 
llr.st full-length book, beginning his transition 
from poet and teacht*r in Bank ura, to historian 
and political commentator at Oriel College. 
Oxford. What strikes one immediately is the 
fact that this work was the son's attempt to 
come to terms with his own background and 
heritage. Its timing is therefore significant. 
While E P Thompson would say that he 
began to 'reason' in his 30th year, he began 
to consider empire when he was twice that 
age, and this was “unbiddenand unplanned.” 
He had inherited his father's papers which 
chronicled the latter's "longassociation with 
India," bui had made little use of them until 
1986, when a conference was held in honour 
of the 125th anniversary of Tagore's birth 
(EPT 1993a: vii J. This was also the moment 
when Thompson was in the process of 
returning to histnncal wribng alter many 
years of anti-nuclear and anti European 
Community political activism; at the time, 
in short, when, with the events following in 
the wake of Gorbat hev's ascent in the Soviet 
Union, the post-second world war political 
alignments were beginning to crumbietaking 
with them many of the sureties and axioms 
encompassing Plato and NATO. By the time 
Alien Homage was published in 1993, the 
Berlin Wall had fallen, the Soviet Moc was 
no longer, and South African apartheid 
seemed to be on the wane. Now the empire 
could get back in. and perhaps (though no 
attribution should be given to Thompson 
here), the role of empire in forestalling ethnic 
.strife could he given some consideration. 
Whatever the ultintaicspingiven to Britain's 
“colonial contributions". E P Thompson's 
own reading of his father's encounter wouU 
begin to reveal some of the imperial resatue 
to be found in his own writing 
As is the case for many hisioriaiit,Bitwa«d 
John Thompson's ideas uiKterweni 
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considerable change during his life. In the 
simplest terms, he moved toward a mote 
liberal position with regard to India - as his 
son would note, he would become “a friend 
of India”. But this could mean any number 
of things’, from amissionaty in India bringing 
Christianity to “benighted souls"; to an avid 

reader, translator and presenter of Tagore 

andother Bengali writers (whose work could 
receive multiple readings); and, to an 
advocate of Indian independence and friend 
of Nehru. It could also mean at different 
limes, an outright imperialist. After all, from 
one English perspective, the British Empire 
was itself a civilising mis.sion, bringing the 
‘benefits' of the English language and 
governmental traditions to India. Clearly, 
both James Mill and Thomas Babington 
Macaulay perceived of themselves and 
the Empire in this way, and Edward 
Thompson's partial endorsement of the 
latter’s Minute on Indian Education, reveals 
the ambiguities of his own friendliness 
toward India even at the end of his life 
[Thompson and Garralt: 6<)0>62]. 

Bui determining the extent to which 
Edward Thompson was a "friend of India" 
is in many ways immaterial. Judging him 
for his views and actions is al.so beside the 
point. Compared to many of his compatriots 
he should he viewed positively. This is no 
doubt the reason forE PThompson’s chagrin 
that his father had been critiei.scd so heavily 
and in his view unfairly. Edward Thompson 
certainly did attempt to cross boundaries and 
make‘homages’ toindiansandindian culture 
that relatively few Britans at the time were 
making. The point, though, is that in doing 
so he nevertheless replicated i mperial models, 
and even while he might be described, 
generously, as a “crusading opponent of 
British policy in India” [.Said 199.1: 2061," 
he wasagreat believer in the imperial system. 
The analyses of both Bcnita Parry and Allen 
J Creenberger of Thompson’s novels are 
very persuasive and almost unanswerable on 
this score. "During the time of his active 
involvement in British-lndian politics," Parry 
writes, “[Thompson’s] analyses of British 
rule in India did not come to grips with a 
critique of its imperialist core." He retained 
a commitment to the British idea of empire. 
"Not a few Englishmen are reluctant to let 
India go," Thompson had written in 1930, 
“not because of the tribute foreigners believe 
us to draw from it, but for the entirely 
unpractical reason that it has firedour dreams, 
and the best of our manhood has gone into 
her service’’[Parry; 166; see also FJT, 1927; 
1931:1938; aitd Creenberger]. On the basis 
of comments such as this. Parry concludes: 
Thompson' s expression of respect for I ndi an 
creativity is certainly genuine, as is his 
opinion that there are national attainments 
as valuable a.s political power. But in 
accepting the boundaries of "the Empire's 


life” as Tixed and in conceding aa valid such 
concepts as making relations "safe." 
Thompson is thinking within the conceptual 
frameworfcofEngland’sdominionover India 
andisoffering proposals calculated to ensure 
its continuation [Parry; 171], 

In spite of his best efforts to avoid doing 
so, E PThompson’s own dc.script>ons of his 

father’s relationship with Rabindranath 
Tagore and other Indian intellectuals in Alien 
Homage, confirm much of the picture 
described by Parry. E P Thompson believed 
that his father’s “hankering for a continuation 
in some form of the Indian-Bri tish connection 
- whether by the name of a ‘dominion’ or 
by whatever name - has too easily been 
mistaken fora vestigial imperialism’”[EPT 
1993a: I04|.^ In fact, this is not the substance 
of Parry’s argument. It is not the desire for 
an Indtan-British connection that presents a 
hint of ‘vestigial imperialism’, it is rather the 
assumption on which it is based: namely, 
that the British had brought much that was 
goodtoindiaandthisneededtohe recogni sed 
fur the sake of both countries. Moreover, E 
P Thomp.son’s analysis of his father’s 
relationship with Tagore was, as might be 
expected given the naturcof both his sources 
and his relationship to one of his subjects, 
distinctly biased. In some ways, it replicates 
Edward Thompson's analysis of Indian 
history and culture [EJT 1994). It sets out 
to he fair and to gi ve ‘both sides' of the story, 
but the sources and the relationship to the 
English side lead the author to cast that side 
in a more favourable light than the Indian. 
Tagore ends up seeming to be the man whom 
Edward Thompson believed he was; a great 
writer who was unable to maintain control 
over his work’s representation; a man who 
in spite of his spirituality, became 
increasingly vain and susceptible to the 
flattery of his followers; one who, once 
manipulated, was unable to accept criticism 
from an 'unbiased' biographer; and, an arti.st 
who allowed his work, at different times, to 
appeal to westernised tastes or to become 
influenced by the politics of nationalism. E 
P Thompson criticised his father somewhat 
less harshly for being naive, perhaps even 
for having delusions of grandeur, but never 
for being totally wrong, nor for having let 
his preconceptions about art and society 
shape his interpretation ofTagoreand Bengali 
culture. E P 'Htompson could not formulate 
such a critique because he himself shared 
his father’s preconceptions. 

E P Thompson concluded his study by 
suggesting that his father’s relationship with 
Tagore provided a glimpse “into something 
different to the approved views which 
predominate in the historical memory today" 
[EPT 1993a: 101]. This was an “interface 
between two cultures” and an "authentic 
cncounter'’( 10). As such the relation.ship and 
Thompson’i accounts of it taken from his 


father's recotd move us beyond "nostalgias 
for the British Raj; the sometimes simplified 
nationalist historiography which can see 
nothing but strategy and tactics of the 
independence struggle; thceasyexposifacto 
'radicalism' of western guilt which assumes 
that, hy definition, every cultural exchange 
must be read only in terms of colonial 

explaitation"(IOI). These three groupings 

would have been familiar to Edward 
Thompson himself. What the elder 
Thompson claimed throughout his life was 
that there was an alternative to the 'approved 
views' and that he presented something that 
wasuniqueran 'aulhenticencounter' between 
two cultures that could guide imperial 
development (after all, was not the problem 
with Tagore the fact that he had ceased to 
be authentic: Thompson could correct Ihi.s 
for the benent of both the English and 
Bengalis). E ^ Thompson ended Alien 
Homage hy al.Tiost conceding everything to 
his father. 

Of course, something so stark would not 
he possible today, because of the 
“‘radicalism’of western guilt” that is abroad. 
So Thompson turned to Partha Chaterjee to 
provide another kind of defense for his father 
(and, though no such defense is needed, we 
use this word since E P Thompson was 
explicit about this purpose behind his work 
[ I -1 Oj). His father “was in a no win situation," 
E PThompson wrote, revealing his penchant 
for binarisms: “In a profoundly influential 
formative moment, Indian nationalism had 
conceded the superiority of the west in 
material questions: its science, technology 
and dedication to material progress. But in 
cultural matters and especially in thespi ritual 
aspect of culture, the cast was superior - and 
hence undominated."* He then quoted a 
“private communication to me from Profc.s,sor 
ChatcrJcc”: 

There was no way Bengalis were going to 
allow Thompson to become acritic of Bengali 
literature; it was ruled out precisely by the 
colonial relation...There was a large domain 
of ‘maierial' activities where western 
superiority wasconccdcd...Hut a supposedly 
’spiritual’ or 'inner' domain was proclaimed 
where nationalism asserted its own 
.sovereignty. Colonial interference was 
forbidden in this domain. Literature was 
very much a pan of this inner spiritual domain 
of national life...and no criticisms by the 
west could ever he legitimate there...! 1021. 
Putting aside the question of the origin of 
these binarisms, whether they come from 
E P Thompson's own influence on Indian 
jhislorians or another unadulterated source, 
it is clear that their net effect wa.s to save 
Edward Thompson from any blame for the 
failure of his “alien homage". For, in this 
view, his efforts would always appear to 
Bengalis to be patronising, insulting or 
erroneous, regardless of how close to “the 
truth’’ they approached. Edward, his son 
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mainuined, had aticmpted to be ‘fair*, using 
Indian friends like Brajendranath Seal and 
Pruam Mahatanobis as sources for many of 
his assessments. Moreover, “Some of his 
criticisms of nationalist attitudes and Indian 
social conservatism may not be unfounded 
- they are rather close to Tagore’s”(103|. 
So he was doomed to failure, and his failure 
such as it was should be seen as only a 
product of the post-first world war decline 
of the British Empire, the rise of Indian 
Nationalist sentiment - in short, the vagaries 
of the Indian political situation. What wc 
should learn from this “authentic cncounlcr" 
E PThompson believed, was something that 
might enable us to rise above the politics of 
the inter-war years to something transcendi ng 
the imperial context (again, thi.s was his 
father's wish also). 

But this is all too convenient, and leaves 
us missing the legacies of the encounter. If 
we return to Partha Chaterjee's 
communication, we can see that Edward 
Thompson’s problem appeared to stem from 
his desire to enter the Bengali world of 
literature on an equal footing with Bengali 
literati. If one lakes his work on Tagore in 
isolation, this is indeed how it would appear, 
lire case i s made more compi icalcd, however, 
by a numheroffacts. Firsl.Thompson seemed 
to suggest that while Bengalis were indeed 
superior in the 'spiritual domain'. they needed 
an outsider to remind them of this fael, to 
keep them on the right path so that they did 
not stray down the path of western 
maleriali.sm. Thompson would provide a 
middle way, attempting, as his son would 
later describe it, to he “a liminal figuFe." 
understanding both cultures, and mediating 
between them. Naturally, this privileged 
Thompson's own position and implicitly 
allowcdhis notionsof fairness and ohjceiiviiy 
(derived in pari from idealisaiions of the 
“West’s” scientific method, which in lurn 
were derived from the British position of 
political supremacy in India) lo encroach on 
Bengali “sovereignty”. It is not surprising 
that Thompson could get up the noses of 
Tagore and later Seal, while C P Andrews, 
whom E P Thompson would di.smis.s as 
being a sycophant, remained in good 
standing." 

Interestingly, Edward Thompson’s 
position with regard to Tagore, Seal, 
and later Gandhi and Nehru, is analogous 
lo E P TTiompson's relationship to the 
Communist Party, though no moral 
equivalence is intended. Both Thompsons 
saw themselves as bcingoutsidea movement 
shaped by irrational and unreasoning fotces. 
Both presented their own ability lo 'reason' 
and he 'reasonable' - in fact, (heir ability 
to use “English method" (cricket and 
empiricism) - lo provide an alternative to 
the party/nationalist line. ForE PThompson 
situated “Outside the Whale”, his antagonists 


from Margaret Thatcher to Perry Anderson 
were Hegelians, conforming to some idealist 
system whether of the left or the right. For 
^ward, the antagonists, imperialists and 
nationalists, were mired in theirown cultural 
assumptions, unable to enter the “caves of 
forbidden history" without “holding high 

the torch of..-blazing hatred," whether in the 

name of Cawnpore or Jailianwalla. Father 

and son refusKl to concede the idealistic 
(Hegelian, for EP) basis for theirown concept 
of reason. 

Second, the nature of Thompson’s 
criticisms tended towards the generalisation 
of Bengali culture - “the mediocrity of the 
derivative 'babu cultuie'", the spirituality of 
authentic culture, and so on. The very static 
(and given the connection with Seal, one 
could say Hegelian) characterisation of 
culture (which was then replicated in E P 
Thompson’s account), could only be 
employed by an outsider, without fear of 
insult, to praise the culture of another. The 
notion that a group had ascendancy in a 
particular social or artistic arena was central 
to imperial di.scourse, so the critical 
generalisation would immediately connect 
with related hierarchies. At no point could 
it, as bothThompsons fell it should, represent 
a “free republic of universal letters” (EPT 
IWa: 82]. 

Finally, the elder Thompson's studies of 
Tagore were just one part of his work, which 
also included (outside of his teaching duties 
at Bankura and Oxford) the writing of novels, 
poetry, political tracts and histories. In these 
other writings, the generalisations found in 
Thompson's work on Tagore were 
marshalled to legitimate British imperial role. 
I n particular, the teirain of history was crucial, 
as Nehru clearly understood, for if Indians 
were merely 'spintual',then they were clearly 
not in a position to fully comprehend their 
own history. While Nehru would later argue 
in hisown historical writing that such notions 
needed to be conicsted. Thompson fell that 
Indians' history needed to be written for 
them by sympathetic Englishmen trained in 
the art of historical thinking and methodology 
- "friends of India" like him.self. And it is 
here (hat we sec how Chaietjec’s notion of 
western "material superiority" might lead to 
the privileging of this historical writing 
(derived as it was believed to be from the 
west's “science, technology and material 
progress”). Thomp.son’s opposition to 
nationalism, then, did not merely reflect his 
consternation at the infiltration of politics 
into the realm of art. though this was a 
position of imperial significance in its own 
right, it also reflected his dismissal of an 
Indian’s ability to fonrailate a meaningful 
nationalist politics, based as he beticv^ it 
necessarily had to he on such a flimsy 
comprehension of history. All (his would 
change, as he would he confronted with clear 


refutation of his belief (an Indian historian 
who cited Thompson's work), but in the 
meantime he was likely to upset Indians 
regardless of the friendliness of his 
disposition. 

II 

The Other Side of History 

To find parallels to the sepoy atrocities, we 
need not. as some London papers pretend, 
fall back on the middle ages, noreven wander 
beyond the hisluryof enntemperary England. 
All we want is to study Ihe first Chinese war, 
an event, so to say. of yesterday. The English 
soldiery then committed abominations for 
the mere fun of it, their passions being 
neither sanctified by religious (analicism 
nor exacerbated by haired against an 
overbearing and conquering race, nor 
provoked by the stem resistance of a heroic 
enemy. The violations of women, (he 
spittings of children, the roastmgs of whole 
villages, were then mere wanton sports, not 
recorded by mandarins, but by British officers 
themselves... 

Karl Marx |Marx-Engels 1978:79-80] 

The work that ha.s made Edward Thompson 
seem most politically anti-imperial is The 
Other Side of the Medal jEJT I925J. Seen 
in i.solalion and in light of the consternation 
it arou.scd in British circles, (his work does 
indeed appear to cast Thompson as "a 
cru.sader against British Imperial policy." 
Once it is realised that any opposition 
(however minimal) to British administration 
in India would, at this time.cause widespread 
ho.stility, (hat there was room for many 
positions under the imperial umbrella, and 
once Ihe text itself is examined closely, it 
becomes difficult lo see Thompson as 
anything other than an imperialist opponent 
of the direction of British imperial policy. 
His commitment to the imperial system was 
categorical. This is then confirmed in his 
biographical work on Sir Walter Kalegh and 
Charles Theophilu.s Metcalfe. These works 
will be considered briefly in (urn, before we 
examine The Making of the Indian Princes 
and consider how the family tree may have 
shaped ‘Ihe Liberty Tree", to borrow from 
Bryan D Palmer (1994:1 l-.SI). 

In The Other Side of the Medal Thonqison 
responded to the changed conditions in India 
that he found when he returned from his 
wartime service in Mesopotamia [Palmer 
1994. 18-22], As many people at the time 
suggested, much of the earlier justincaiion 
fur British impcnalism had been contradicted 
by Ihe events of the first world war. Eurxipcan 
justifications for their rule of African and 
Asian peoples now appeared to be spedous 
and self-serving. Thompson andGamn later 
noted in The Rise and Fulfilment of British 
Rule in Indus that added to Ihe war itself Ihe 
Irish Rebellion and the rise to prominence 
of Tilak in 1914 signified that the Empire's 
legitimacy was on the wane (600). They 
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wrote: “From the Indian standpoint the War 
had finally killed the idea of European 
superiority, and roused new ambitions and 
new hopes." Then came the Jallianwalla 
Bagh mas.sacre of 1919 and other events at 
Amritsar, precipitated by the sense of self¬ 
doubt among Europeans and the increased 
political self-assertion among the coloni.sed. 
For Thompson, these events “formed a 
turning-point in Indo-British relations almost 
as imponant as the Mutiny”. The British 
responded to their own increased fears by 
exacerbating racial discord and adding to the 
climate of bigotry. And Thompson felt that 
such events were a continuation of the 
reaction to the Mutiny itself, which had 
become so shrouded in self-serving mystery 
and lies that the British would continue to 
use it to justify future acts of rcpres.sion. 
What was needed, therefore, the former 
missionary felt, was to bring the light of 
reason and historical objectivity to bear on 
the subject of the Mutiny; to cast light on 
the shadows that captivated English minds 
about the savagery of Indians; to bring to 
people's attention the terrible acts of men 
likcGeneral Neill at Allahabad; and, to make 
the English aware of the need to atone for 
their acts. Only by doing this, could the 
British Empire be saved from its continued 
slide into racial discord. 

Thompson saw ‘the Mutiny’ as a 
transformative moment in the history of 
Britain’sempircin India as the British altered 
their attitucte toward the colonised. The 
English during the Mutiny had gone mad, 
and had committed acts that would earlier 
have been considered unthinkable. According 
to Thompson: 

The Mutiny - that nightmareof innumerable 
savage hands suddenly upraised to kill 
helpless women and children - has been 
responsible for the waves of hysteria which 
from time to time have swept the European 
community. ..And there can he no doubt that 
thedromatic and heightened fashion in which 
the Mutiny has been pictured to us has been 
responsible for deeds that would have been 
impossible to Englishmen in their right frame 
of mind |EJT 1925: 87-88j. 

He further pointed to the memory of the 
Bibighurincident at Cawnpore as the subtext 
forihcbehaviourofEnglishmen in the Punjab 
in April 1919. “At jatlianwala and during 
the outcry which our people made afterwards 
wc see the workings of imperfectly informed 
minds obsessed with the thought of Cawnpore 
and of merciless, unreasoning ‘devils' 
butchering our women’'f95). But, as Vinay 
Lai notes. Thompson appeared to forget 
other incidents of barbarity, such as "the 
Highland Clearances, which continued over 
a very long period of time, were as brutal 
as anything that has been seen. It seems 
pointless to pretend that barbarism is the 
monopoly of a certain people and that others 
ore exempt from such practices" [Lal:SS-S6]. 


Thompson’s view of the Mutiny missed other 
precedents for English actions, the invasions 
of Ireland, Anglo-American genocidal 
treatment of Indian populations in the New 
World, multiple atrocities in China. British 
involvement in the slave trade, and so on. 
Besides this, his analysis performed a similar 
function as accounts of the Nat Turner 


uprising in the US, seeing the source of 
white barbarism (Lintch’s Law) in the 
actions of the slaves - missing the fact Chat 
these people felt they were responding to 
their own sense of injustice and barbarity 
[Stampp: 190). 

Perhaps the most Celling comment on India 
and Indians is Thompson’s assessment that 
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he MitOfy of Che *Muiny' needed to be 
vrilCen by the Bngliih. Fte, 

Indiant are not hiatoriani; and they rarely 
fhow any critical ability. Even their mou 
uaeftil booki, books full of research and 
informadon, exasperate with their repetitions 
and diffuseness, and lose effect by their 
uncritical enthusiasms. Such solid highways 
to scholarly esteem and approval as indexes 
and bibliographies are almost unknown to 
them. So they are not likely to displace our 
account of our connection with India. They 
are not able to arrange their knowledge so 
as to gain that first essential towards a 
favourable judgment, a bearing. But if they 
know that our account of ceitai n enormously 
important events is unfair - and how can 
they help but know, being so sensitively 
concerned with them? - their failure to set 
their knowledge forth will only deepen their 
resentment [EJT I92S; 29-30]. 
liompson here naturalised a linkage between 
cholarly methods and acceptance of 
onclusions, which if not so naturalised could 
inly appear to be historically contingent 
td, ultimately, imperialist. But the linkage 
lias important for Thompson, and he felt that 
tirough that educational experiment which 
/as the British Empire. Indians would attain 
lis ability in the future; “And some day," 
e wrote, "a century hence, perhaps - l.iJian 
-aditions and accounts of the Mutiny will 
: taken into the reckoning. It will be treated 
s history, not prejudice or propaganda. It 
dll become a terrible but most enthralling 
tory...”(105). But, while terrible, this story 
/ould not depart dramatically from 
hompson' s own horrific account. And, any 
elief that it would contribute to a nationalist 
olitics needed to be dispelled immediately; 
>r nationalist historians would rc.ly on 
uncritical enthusiasms”, unacceptable for 
tch ‘a reckoning’. 

As Thompson's assessment here seems to 
int, his analysis of The Mutiny’ needed to 
;spond to a very significant nationalist and 
iflammatory account of the same events, 
amely, Vinayak Damodar Savarkar’s The 
far of Independence of IS57, which had 
een written more than fifteen years earlier, 
avarkar’s text was not a source to be 
eckoned’ with in terms of scholarship; it 
as rather one that had to be “blown out of 
tistence" as an example of the resentment 
lal could build up among Indians owing to 
leir ’inferiority complex' and the kinds of 
eairneni of the war in English histories 
(uoted in Parry; 177]. “The bitterness is 
Ten most deeply feltby Indians in England,” 
hompson wrote. He continued, simul- 
neously introducing the author of this 
{nificant study and providing the grounds 
•r his dismissal; "Vinayak Savarkar,' now 
Tving a life-sentence in the Andamans for 
implicity in the murder of Sir Curson 
'yllie, was astudent in London. What made 
m an irreconcilable there, amid the frank 


kindHnesi that so many Indiani have teadfled 
to receiving in Engla^? The answer lies in 
what was his absoibed study," his War of 
Indian Independence'of 1857 (1925:122). 
Rather than examining the text directly and 
providing his own assessment of it (he may 
not have been able to do so), Thompson 
instead relied on the Times' Indian 
correspondent. Sir Valentine Chirol, for an 
assessment of the work. Chirol had written 
that Savarkar’s study was “in its way a very 
(Cmarkable history oftheMutiny.combining 
considerable research with the grossest 
perversions of facts, and great literary power 
with the rrtost savage hatred" (EJT 1925; 

122; Chirol; 149]. Needless to say, Chirol’s 
assessment ought itself to be considered a 
gross perversion of fact. Savarkar’s study, 
which employed most of the same sources 
used by Thompson, differed from The Other 
Side of the Medal because of its author’s 
nationalist political position-aposilion that 
Thompson found either laughable or 
anathema at this time. 

But the story does not end there. Thompson 
returned to his high horse to describe Savarkar 
further; 

Readers may remember his attempt to escape 
when being taken out of India for uial; he 
jumped from the ship and swam ashore at 
Marseilles, being handed back, after 
hesitation and discussion, as a man accused 
of a felony and not a political ofTence. 
Without palliating his crime, Englishmen 
may regrrt that our Empire can do nothing 
with a youth who combined such pluck with 
“great literary power” but send him to penal 
servitude for life. He entered caves of 
forbidden history, holding high the torch of 
his blazing hatr^; and he described all the 
deeds which we hoped would never be seen. 
He read our cold, insolently self-righteous 
accounts of that most wretched and brutal 
war; and a madness worked in his brain, 
which ended in a murder which - with some 
people, at any rate - shadows Indians 
studying in our midst today (192S; 122-23). 
Herewcsccthealteraativeimpcrial mission 
that Edward Thompson wished for, 
accompanied by an exceedingly uncritical 
assessment of the British Empire’streatment 
of Savarkar. Thompson ended this pa.ssage 
with the rather bland statement: “Savarkar’s 
History of the Mutiny is proscribed. It is best 
that it should be.” And, rather self-servingly, 
he then suggested that even though it was 
necessary to have “a veil drawn over certain 
aspects of that war [by which he meant any 
claims to a nationalist politics], we must give 
the Indian case recognition in our own 
histories...”(123). We can now see from our 
post-colonial, if not quite post-imperial, 
vantage point that if ‘fair’ and ’objective’ 
histories can only survive when compared 
to histories that have been created after 'a 
madness’ has affected the author’s brain, 
when the latter is proscribed, then the 


obgecti vit y of the former has to be cal led i nto 
question. We perhaps find it yet more 
objectionable that the ‘fair* historian should 
then be in a position to certify himself as 
the person most qualified to speak for the 
person whose frames of reference have been 
colored by suffering the indignities of what, 
even the 'objective' historianadmils.amaunt 
to no more than racial denigration. 

Perhaps if this were all that there was to 
the Savarkar story then Edward Thompson 
might be let off with a mild caution. But 
Thompson’s account, not only of the work 
itself but of Savarkar is grossly inaccurate. 
No doubt this was due to the fact that sources 
were not available to him, or he did not 
choose to dig very far beneath the surface 
of a rather despicable episode in government 
censorship and suspension of the ‘rule of 
law’. First of all, the charge against Savarkar. 
that he was complicit in the murder of Sir 
William Curzon Wyllie (John Moricy's 
political secretary) while not eiuirely uumped 
up, was certainly complicated by political 
considerations. WhetherornotSavarkarwas 
implicated in the murder of Wyllie, he was 
a political prisoner, made so because of his 
authorship of War of Indian Independence. 
Moreover, the crime itself was one that 
without the publication of this nationalist 
history probably would not have taken 
place.'" 

Originally, this book had been written in 
Marathi in 1908, when Savarksr was about 
24 years of age. A few select ctiaptcrs were 
reproduced in English in speeches that the 
author gave at the weekly meetings of the 
Free India Society in London, where he was 
studying for a law degree, sponsored by 
Shyamji Krishnavarma [Hunt; 89,124-27]. 
Soon the volume drew the attention of the 
British intelligence department which 
declared the text “revolutionary, exploave 
and treasonous” and which proceeded to 
steal chapters from the unginal manuscript 
to examine. The manuscript was sent by the 
author and his friends to Maharaslitra but 
no printing house dared to publish it there, 
until the owner of a printing firm who was 
a member of the Ahht Nava Bharat Secret 
Society (ANB) decided to publish it. The 
knowledge that the manuscript was being 
published brought on a raid of numerous 
printing houses by the Indian police,but the 
text remained hidden and was then sent bade 
to Savarkar who was by this tiriK in Paris. 
Wyllie, himself, was ordered by Motley to 
keep the India House under his watch, and 
the pressure that this placed on Savarkar and 
his associates, especially in the form of 
informants innitrating theorgamsttion.quite 
possibly led to the decision to have him 
assassinated. 

After the failure to get the MaratM text 
primed in Germany, it was decided that an 
English translation should be pub bst^ 
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instead. A number of ‘Maratha youths’ in 
London, members of the ANB and candidates 
for the ICS examination, volunteered to 
translate the work. After its completion, the 
text was sent to Paris since all publishers in 
Britain either objected to the work or feared 
prosecution. There similar difficulties were 
faced as the recent signing of the Entente 
Cordial led French police to collaborate with 
the British in attempting to suppress the 
work. Instead, the ANB persuatM a Dutch 
printing firm to publish it. while indicating 
to the police that the work was being 
undertaken in France. Losing touch with the 
manuscript and unable to suppress it, the 
British and Indian Governments look the 
unprecedented step of proscribing the book, 
although they knew it had not yet been 
printed. Even the London Times believed 
that these actions proved that there must be 
"something very rotten in the Stale of 
Denmark" IJoshiixii], 

Following publication, the ANB smuggled 
hundreds of copies of the work into India 
wrapped in covers entitled Don Quixote, 
Scott’s Works,orFickwickPapers. In 1910, 
therefore, the British and Indian governments 
“launchedaviolcnt campaign of persecutions 
and prosecutions with a view to crushing the 
ANB Secret Society." Several revolutionaries 
were hanged; several transported for life; 
hundreds sentenced to terms extending from 
10 to 14 years of rigorous imprisonment" 

[ Joshi: xi v j. Sa varkar was arrested in London 
on the grounds that he was, owing to his 
membership in the ANB, complicit in the 
murder of Wyllie and because he had shipped 
20 guns back to India." The British 
government was willing to play fast and 
loose with the question of whether Savarkar 
was apolitical prisoner or acommon criminal. 
When he climbed through a port hole of the 
ship that was taking him back to India and 
swam ashore at Marseilles, the British 
claimed that he was a criminal being returned 
to India to face trial for murder." He quickly 
became a cause celebre, many Europeans 
recognising the illegitimacy of the charges. 
Even Sir Henry Cotton, according to 
Savarkar, "hoped that the International Court 
of Justice at Hague would restore me to 
France and thus save itself from being the 
instrument of trampling under foot every 
man’s bare right to hold his own opinions 
without any molestation from the State" 
[Savarkar 1950:11-12). 

When, however, it came time for his trial 
be was charged with “waging war against 
the King" and he was sentenced “to 
transportation for life and forfeiture of his 
property". To show overwhelming proof of 
hisguilt, thespecial tribunal which sentenced 
him did so by quoting a statement Savarkar 
had made in London in 1908; "The war 
begun on the lOlh May 1837 is not over on 
the lOth of May 1908, nor can it ever cease 


till a 10th of May to come sees the destiny 
accomplished and our Motherland stands 
free!” (Joshi: xx). His guilt was fabricated 
on political grounds; “the ruleof law” which 
bothUiompsons cherished as oneof Britain’s 
great contributions to India was suspended, 
and it would be Savarkar who would be 
accused by English historians of gross 
fabrications." By 1924, however, before 
Thompson had tegun his own manuscript 
on “the Mutiny”, Savarkar was released from 
prison. Clearly the British government felt 
theirtieatment of the author was unwarranted, 
but his work remained proscribed till after 
independence. That Thompson remained 
silent about Savarkar’s case, except to 
bemoan the empi re’s fai lure to employ a man 
with such 'pluck' more fittingly, and that he 
should have been wrong about key facts in 
the case speaks volumes about his inability 
or unwillingness to use the historical record 
to contest imperial assumptions. 

Moreover, there are important and 
fundamental differences between the two 
authors' texts. Thompson's text is in effect 
the description of and protest against a 
lynching, or a mass lynching. Savarkar’s 
text is more akin to an account of an 
unsuccessful slave rebellion. As such, 
Thompson's account (while making 
oveilure.s to the Indians) was focused on the 
misguided actions of the British. Savarkar's 
history sees (he Indians as actors, having 
strong and well-articulated reasons for 
rebellion, and carrying through these ideas 
almost regardless of the nobility orignominy 
of individual English men and women. 

The Other Side of the Medal is premised 
on the notion that ‘the Mutiny' represented 
a loss of innocence. The British Empire had 
worked well and had brought significant 
benefits to the Indian sub-continent, but the 
events of 1857 had derailed this. Thompson 
asked the English to atone for si ns committed 
in the aftermath of the mutiny; but the reason 
to do so was to consolidate i mperial relations 
through greater harmony between British 
and Indian peoples. Savarkar cared little for 
such atonement and certainly found no loss 
of innocence. While he did not shy away 
from describing the horrors of the ‘war’, he 
saw these largely as cither the result of 
war or an extension of imperial rule - this 
is what happens when exploiters are 
threatened. Such horrors could not be 
atoned for, they could only be terminated 
through independence. 

Thompson believed the Mutiny reflected 
widespread discontent. Historians ought not 
todismissitasmerelyamutinythathadbeen * 
poorly managed by authorities, even if this 
was how it began. But, that it was poorly 
managed, and that the reprisals got out of 
hand was, for Thompson, beyond question. 

If it had been handled differently, if the 
rulers had been more sensitive to and 


knowledgeable dxxit Indian custonu, then 
the initial outbreak perhaps, but certainly the 
aftermath of resentment could have been 
avoided. What the British did, in fact, was 
to ignore the rule of law. Too many people, 
the innocent alongside the guilty, were 
executed; and the manner in which they were 
executed was barbaric. In such conclusions, 
however, Thompson discounted the idea that 
the uprising might be politically motivated, 
at least through a politics of nationalism. He 
was also inclined to the view (hat many of 
the claims about the Indians, particularly at 
Kanpur were actually true. This is what 
brought his account into close proximity 
with that of an American lynching." Rather 
than seeing that certain actions were either 
invented by their opponents in orderto justify 
vicious repression, or perhaps regrettable 
actions un^rtaken in the middleof aconflict, 
Thompson instead saw such actions as both 
true and without political merit." They were 
the cause of a new infection afflicting the 
British in India so severely. .Savarkar would 
have found little difficulty labelling 
Thompson’s (ext as historically biased against 
Indians and he would have questioned the 
otherhisloriun's claims that the British n^iurd 
was commendable apart from (his one 
outbreak. 

And what%)f Savarkar’s claim that the 
conflict was a nationalist war for 
independence'.'Thompson scoffed at it. Even 
later, when Thompson had to face the fact 
that Indians were capable of writing history, 
he was still unwilling to consider the idea 
(hat the Mutiny was a war of independence. 
In The Rise and Fulfilment of British Rule 
in India, he and G T Garratt argued that 
during the summer months of 1857 it did 
seem “(hat the Mutiny might develop into 
a real war of independence, which would 
make rcconquest impossible”. But, he 
continued, "By September it was clear that 
(he Indians who were in revolt were incapable 
of working to any settled plan, or of 
subordinatingthemseivestoanational leader. 
Their prestige was waning, and their 
commanders had proved themselves 
incompetent except in guerilla warfare" 
(4.18-39). Their failure, in effect, defined 
them; as, we might suppose, the success of 
revolutionists in America three-quarters of 
a century earlier had defined them. But the 
authors then returned to the text that would 
not die: 

Paradoxically it is an article of faith amongst 
Indian nationalists to describe (he Mutiny 
as a war of independence. This may be due 
to the proscription of Savarkar's War of 
Indian Independence of 1857, a book which 
states the Indian case with force, but with 
little critical acumen. It isa pourcompliment 
to Indian courage and ability to ucat this 
revolt as an organised national movement. 
It was rqiressed by a minute force. Its leaders, 
when in a position to prove their competence 
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wnilen.ww«a fiihiic. Hittorieal accuracy, 
u well u respect for Indian ability, makes 
it requisite to streu the small part taken in 
the revolt by the betterelements in the country 
(438, fn 2). 

Such a statement, so pregnant with 
historical bias and ethnocentricity, Illustrates 
that even when Thompson was seen to be 
moving towards a pro-nationalist position 
he was still woiking within the same old 
imperial framework: Who are “the better 
elements''? What constitutes “aminute force”, 
when that force is organised for military 
conquest and is capable of using all the 
mechanisms of tenor at its disposal? What, 
in a situation of warfare, can we consider 
competent rule - the claim used against all 
revolutionaries from Toussaint L' Ou verturc 
.0 Maurice Bishop? And, returning to 
Savarkar, how does he manage to state ‘1hc 
Indian case with force, but with little critical 
acumen"? But to be fair to Thompson, 
Savarkar too was concerned with some of 
these issues, though perhaps he need not 
have been. He wished to highlight Indians' 
“courage and ability,” as well as highlight 
their competence as rulers. He also believed 
that “the better elements" were fighting the 
British, and employed any number of epithets 
to describe those Indians who remained loyal 
to “the Feringhi”. 

More importantly, though, and here we 
have to question whether Thomp.son'.s 
assessment was founded on an actual reading 
of the Indian's text, Savarkar explained the 
failure of the war on the grounds that (he 
plans which had been laid for rebellion by 
Azimullah Khan and Nana Saheb, set for the 
last day of May, were upset by the mutiny 
in Meerut occurring on May 8. The result, 
according to Savarkar. was considerable 
confusion on the part of the revolutionaries 
about whether to act immediately, and a 
chance for the British to regroup and prepare 
themselves for the possibility of widespread 
rebellion. Using English historians as his 
source, Savarkar argued thatiheground work 
for that rebellion was securely laid, and that, 
given the smallness of British forces, had 
the rebellion occurred as planned, the feringhi 
would have been routed quickly [Savarkar 
1947; 115-17].'* Thompson failed to engage 
this argument, even though the claim that 
‘the Mutiny* was part of a larger movement 
was one that many English historians had 
proposed as an explanation for British 
nfficials' need to perform their duty and 
commit widespread reprisals. Where ‘the 
truth' lies is beyond our scope; il is merely 
important to note that Savarkar's nationalist 
position wax actually founded in part on the 
“critical acumen" of English historians and 
that eliding this genealogy involved a sleight 
af hand on Thompson's pan that protected 
his own claims to reasonableness and 
objectivity,” * 


in 

RaOying Metcalfe 

I remem^lhe small society, in which hearts 
communed with each other and happiness 
never flagged; but wh;n is past is past, and 
the like will never come again. 

- Metcalfe, June 16. 1828 
Taken together. Sir Waller Kalegh: Last 
of the Elizflhethani and The Life of Charles, 
Lord Metcalfe describe the highs and lows 
of empire, and reveal Thompson's 
commitment to the imperial project: Ralegh, 
inasmuch as he represented the Elizabethans, 
was the low; Metcalfe was the high [EJT 
1936; 1937], Together, also, the subjects of 
these works were (0 be guides for the student 
of British imperialism wishing tocomprehend 
the possibilities and achievements of the 
British around the world, alongside the 
recently decried lapses of imperial vision. 

With Ralegh, Thompson slapped 
conlemporaiyadministralorson the wrist for 
being like the Elizabethans; "The pax 
Victoriana has vanished.”Thompson wrote. 
“My own generation, from the insecurity 
and changes and variety of our experience, 
seems to me closer in sympathy to the 
Elizabethans than any intervening generation 
has been..." (EJT 1936: vi). Ralegh was the 
last of the Elizabethans because he paved 
(he way for something new; 

[Ralegh] "could carry on half a dozen 
enterprises abreast": was historian, poei. 
philospher, writer on naval affairs, courtier. 
siaie.sman, soldier, admiral, privateer, 
shipbuilder, patriot, chemist, soloniser, 
empire-planner. Member of Parliameni. 
administrator, patronof authors and scicnti.sts 
and unpopular thinkers, intriguer, manyr. 
He was mired in Ireland during his youth, 
but extricated himself from the barbarism of 
English treatment of the Insh. to pursue 
grander schemes. And il is with Ireland lhat 
we sceThompson'sbrief most clearly staled: 
for Elizabethan Ireland was akin to posi- 
Mutiny India. Echoes of India are found 
in his assessment of England's 'case' in 
Ireland; 

England's case...is completed if we add lhat 
there was more Justiricalion than Nationalist 
idealisation now admits, for the belief lhat 
the Irish were savages. Their ancient 
civilisation did not prevent incessant civil 
war: and England, treating them as wild 
beasts, kept them in the wild beast way of 
living (14). 

But the English went too far. Quoting Froude 
and McFcc, Thompson notes lhat Irish 
“extinction was contemplated with as much 
indifference as the destruction of the Red 
Indians of North America by the politicians 
of Washington" and “Ireland was territory 
to be cleared of its savage inhabitants and 
settled by civilised people” (15). The 
problem, according to Thompson, was that 
"Ethics came late to the men of Ralegh's 
generation, and iheircoining was not hastened 


by (Ms using of Ireland as a finishing school 
to the French religious wan and the semi- 
piracy of privateering” (16). 

With Ralegh, at least, there was the dawning 
of the new ethics. Thompson summarised 
Ralegh's work in Ireland, thus: 

It is horrible to remember Ralegh in Ireland; 
It is horrible to remember any Elizabethan 
in Ireland. And of course, by that high and 
noble tradition of truthfulness which 
distinguishes the Anglo-Saxon race (not in 
our own idealisation of ourselves only, but 
inthegeneraljudgmentoftheoutside world), 
he falls short. But this tradition has been 
"British" for a very brief period [about as 
long as cricket perhaps!). It was not 
Elizabethan; still less, infinitely lest, was it 
Jacobean. Yet even by this test Ralegh falls 
less than most of his contemporaries, though 
he was exposed to (he temputiont which 
beset (he poet and the man whose mind stirs 
fiercely and always. When the worst has been 
said against him. he belongs to a diiTetcnt 
world from that of the Cecils and Bacons: 
and mankind will less and lets be in any 
peril of confounding him with them (393) 
'To remember Waller Ralegh," Thompson 
concluded, “i.s to remember valour, imagi¬ 
nation. magnanimity." a coiKlusion that an 
Irish nationalist, continuing (oconfiisc Ral^ 
with Cecil andBacon, might find alilllehard 
to stomach. 

But whether or not ‘ethics' were to he 
found in Ireland, they were certainly evident 
in India. For. in India, there wasa generation 
of scholar-statesmen - the intellectual 
desc endems of Ralegh [EJT i937;vii]-who 
were not merely the exceptions but who ran 
the show. Their greatness lay in their vision, 
their desire for knowledge, and their pursuit 
of 'essential truth': 

Indeed, there was among them such 
widespread and critical reading of Persian 
poetry (hat it is strange that the taste did not 
communicate itself to people in England, 
long before FiizCerakl's u-anstaiicn of Onar 
Khayyam. Men like Malcolm. Jenkins. 
Elphinstonc. Metcalfe, and in the next 
generation Alexander Buracs. studied Hafiz 
and Saadi, commenting ondtem in a manner 
which showed (hey had got into their very 
idiom and emotion, far closer than to ihoae 
of Horace and Virgil at their schools (24)." 
While Metcalfe's life seemed to embody all 
the greatness of the generation, a conclusion 
that Thompson shared with Macaulay (who 
wrote Metcalfe's epitaph), it is the 
biographer's description of Archibald Seton 
which most clearly laid out the type: 
[Seton 1 won respect in an exc epiionaldegiee. 
He had shrewdness and insight; and a spirit 
of such generosity, patience, loleraacc had 
hardly yet been seen in India, though it was 
the age of Bairy Close, Munro. Malcohn. 
Metcalfe. Never has England been served 
by another such group of men aperadfig on 
this high cthkal and MtellectMl level - 
Plato's philosopher iwned g oveiaor (for 
almost the first, and periiaiM die IxM. time 
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in impenal hittory) with success Scton 
was in many ways m advance of (hem all 
(66-67) 

The appeal of such individuals was 
accentuated by the 'realities' of the India 
with which they had to contend. Fur here 
were 'Oncntals', “a jealous untnistful race." 
some ol whom were “troubled in their dark 
harbanc minds" (70). And Ranjii Singh, 
with whom Metcalfe had many dealings, 
was found to make exhalations “from the 
suspicious murk that served him for a mind" 
(K5). It was also made appaiem by the ndhility 
of the British cause, when the "Government 
desired no territory, having no ambiiinn 
except the good of all men and of its own 
subjects in particular", (92) and when men 
like Malcolm. Munro and Metcalfe were 
administering justly with their minds “open 
to the thought of the people they were serving 
and ruling" (LVf) Absent faint considera¬ 
tion, however, was the involvement of such 
officials in the East India Company's 
burgeoning opium trade with China.” 

But in sustaining a commitment to the 
British Empire nghtly conceived, Edward 
Thompson also retained an understanding of 
imperial connections, something that his son 
jetti.soncd from his historical wnting. For the 
father. English history was very much 
wrapped in an imperial package' Ralegh was 
fashioned in Ireland and served his (|uccn 
fnim Trinidad to Newfoundland: Metcalfe 
served, as Macaulay was proud tu note, in 
India, Jamaica (at a crucial time after 
cmancipalion), and Canada The Napoleonic 
Wars, one of the prime movers i n The Maktnft 
of the English Working Class, were, as the 
father would have recognised, to a large 
extent decided uut.side Europe. While the 
French suffered crucial defeats against the 
British and her allies at the Rattle of the Nile 
and at Assayc. securing the empire in India 
and making possible the transfer of Arthur 
Wellesley to the Iberian Peninsula, 
Napoleon's imperial pretensions suffered an 
even more stunning blow at the hands of 
former slaves in Saint Dominguc The father 
was aware of such things, while the son. in 
spite of (he .significance of Saint Domingue 
for the establishment of a ‘liberty tree'. 
Ignored them. Indeed, the father shows that 
at a time when many Britons were deeply 
ambivalent towards the English cause in the 
Napoleonic War, it was some relief to the 
Pitt administration that it could rely on the 
Bast India Company. In Calcutta, Edward 
Thompson wrote: 

under the domination of 'the glorious little 
man’, as Ihc imperious excited Governor- 
General was called, patriotic rcsolulion 
blazed more fiercely than even in London. 
London had wide stretches of apathy, and 
scattered pockets of 'democrats' professed 
to find in the docirines of revolutionary 
France those which their own land needed. 
Bunn India, where noonemight landwiihoul 


the Company's leave, there was only one 
school of Ihoughi f22). 

And ycl, even for the father Empire tended 
to move outwards from the centre to the 
periphery. While Edward Thompson firaised 
Metcalfe and his ilk with a lavishness seldom 
seen outside the panegyric, it may well be 
that their coniributions to humane 
government, such as they were, came not 
from ihetr schooling on the playing Helds 
of Eton, but rather from (heir experience at 
the Peshwa's court in Pune (lo borrow from 
the Duke of Wellington). Indeed, one of 
Metcalfe's greatest accomplishments, even 
Tliompson notes as being almost unEnglish. 
During his "reign” as "King of Dilhec" 
Metcalfe carried out not a single sentence 
of capital punishment. Yet, it appears that 
Mcicalfc may have learned this quality of 
mercy from the "suspicious murk" of 
Ranjit Singh. And, Thompson further 
acknowledged, other English administrators 
could even learn from their Indian 
counterparts, “the Marathas especially, I who| 
were on the whole...far humancr than that 
of Great Britain at this time” (123).“’ In 
almost all things, Thompson believed, 
England was bringing light to India - not 
vice versa. The possibility that the rule of 
law. or even nationalism itself, might have 
been heavily influenced by Indian Iraditiuns 
remained out of Ihequcsliun. unless of course 
they could he explained away as part of 
India's spiritual sphere [Bhandarkar: 390). 

IV 

Indian Princes Meet English 
Working Class 

As the age of decolonisation is upon us. and 
given Bombay's inrinitcly greater staying 
power - as I write Yorkshire are at the 
bottom of the county championship, which 
they haven’t won since 1968 - would it nor 
be more just lo call Yorkshire 'England's 
Bombay"’ 

- Ramachandra Cuba (1992: 50) 

As its title might suggest. The Making of 
the Indian primes incorporated certain 
themes that could later he carried over, 
implicitly or explicitly, into the son’s work. 
The five that we will focus on here arc, the 
idea of a crucial period of transformation in 
history, the notion of the 'making' ofa social 
group dunng that penod, the need lor a new 
'boltum-up' perspective, the gendering of 
social conflict and social history, and the 
recognition of the 'peculiar' English 
cxpenence.*’ 

Both father and son shared the view that 
there was a transformative penod falliBg 
roughly within the years 1789 and 1832 
(though Indian Princes emled in 1819 with 
the establishment of the East India 
Company's (EIC) paramounicy on the sub¬ 
continent). The English Working CJorsends 
with the political reforms of the 1830s. For 


the father, this was also a period of 
"wondeifully attractive men, vivid and eager 
and in the main tolerant and far-seeing" (EJT 
1943; viii]. Unfortunately, though, all the 
far-seeing men were in India while the 
Benthamites and other reactionaries, whom 
the son decried, remained at home to plague 
those other attractive men, Cobbett, the 
Luddites, and the members of London's 
corre.sponding societies. And for the son, 
this was (he period of the great antinomian 
William Blake, the subject of one of his final 
works t Witness Against the Beast) and clearly 
a model for E P Thompson to emulate. 

The extent of the transformation occurring 
dunng this period has remained open tu 
question. In the cose of India, the idealisation 
of Metcalfe, Malcolm et al was all that 
differentiated this history from others, and 
even Edward John would recognise Ihc 
‘personal’ aspect to his intervention on 
Anglo-Indian history; he liked these people 
and whal they read and wrote (EJT 1943: 
vii-viii). For The pjigtish Working Class. 
Enc Mobsbawm (1984) and others have 
questioned the penndisation of the work and 
have suggested that the 'making' may have 
(Kcurred at a later time. In fact, though, if 
the imperial dimensions of class formation 
are taken into consideration, the period, with 
ifs assault on Ihc slave trade and slavery, 
slave rebellions, the opening up of industrial 
production in India to pay for British goods. 
Ihc cstahlishmeni of the opium trade, the 
assault on the Irish, and the influx of Irish 
labourers into the English labour market, 
may indeed he da idcdly important -1 hough 
tor altogether different reasons. But in order 
lo describe such a Iransrormaliim, India 
(which receives no mention in the luicr 
Making) and the Irish (who receive IS pages) 
have to he more than just a side show to the 
story of class formation. 

TTie .second theme found in the works nl 
both father and son was the 'making' of .i 
social group. Here, though, the two differed 
also: in the case of ihc father Indians 
participated in the narrative hul the actual 
'making' was very much that of the English 
colonial authorities; inE PThompson'scase, 
the lower orders had 'agency' andcotHnhulcd 
lo iheir own future. Edward John's model, 
clearly remained more instrumentalist and 
imperial, his son provided a more soil 
generative view of social change. But one 
of the ways Edward Palmer was able ti> 
attrihute this level of agency to his suhjeeis 
was by narrowing the focus so that impernil 
assumptions remained unque.stiuned. Onee 
again, the Irish were important to this 
narrowing of focus. Cultural consideraluins 
were crucial forThompson toclass futmatuin 
(this after all was one of his contnbuiiom 
to Marxist historiography), so determining 
what it was about (he English that allowed 
for the development of working-clan 
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cotuciousneti was extremely impoium. All 
the more so because, as he rightly noted, a 
great many Irish had recently entered England 
and had begun to fill up the lowest rungs 
of the labour marhet. How would such people 
be incorporated into the English working 
class? The answer was that they wouldn't 
be; they didn't have the experience of 
Methodism and Protestantism generally, they 
were still 'pre-industrial' in their outlooks 
and as yet unfamiliar with the harsh rigours 
of ‘time-work discipline', which made them 
ideally suited forexploilatinn as cheap l^snur 
by mill owners and other capitalists.'- 
In proposing this argument, E PThompson 
relied on imperial government and capitalist 
archives that had been established regarding 
potential labor sources, wherein all racial or 
ethnic groups were categorised according to 
thetypcoflabourthcy were likely to provide. 
In this fluctuating and often contradictory 
hierarchy, the Chinese and the Indians were 
usually considered most desirable, Atnean.s 
were considered desirable only if they were 
in the condition of slavery, while the Insh 
were believed to be good workers tor certain 
kinds of unskilled jobs. The secret to all such 
as.sessmenis. however, was ihai capitalist.s 
wanted any labour that they could get more 
cheaply than the labourers they already had 
(Kale 1995, I997|. These laf.cr had been 
desirable once, now they were no longer so 
E P Thomp.son, therefore, tell hack on many 
of the stereotypes employed by capitalists 
to describe their labourers and tailed to 
interrogate his sources. For example, ‘1hc 
Report on the State of the Irish in (ircat 
Rritain', was considered by Thompson "one 
of the most impressive essays in sociology 
among the Blue Books nt the Thirties " It 
had concluded: "The Irish emigration into 
Britain is an example of a less civilised 
population spreading themselvc.s, as a kind 
of substratum, beneath a more civilised 
community, and, without cxcclltng in any 
branch ot industry, obtaining possession of 
all the lowest departments of manual labour" 
[EPT I966: 4.1^1. By falling hack on 
dcscnptions of the Irish that would have 
been consistent with those found in his 
father's chapters on Ireland in Ro/eg/i, and 
consistent also with the elder 7'hompson's 
descriptions of the level ot ctvilisation of 
Indians (perhaps "ilie Insh of the East"), 
cultural differences were made to account 
lor labour market differences and were made 
to seem almost irrelevant to the creatton of 
'Engli.sh' wurktng-cla.ss culture (429) 

As such, when E P Thompson described 
working-class agency he did so mainly tn 
oppositton to capitalism - and it .seemed so 
pure. Once we take the Irish into 
considcratiun. however, class formation 
begins to look a lot more like the 
esiabltshmcnt of an anstocracy of labour: 
like the extablishment of craft unions in the 


US excluding blacks and immigrants at the 
end of the 19th coiuiry, or even like white 
workers attempting to establish colour bars 
in South Africa at the beginning of the 2(Xh, 
Clearly, the ability of a social group to 
contribute tn their own formation was greater 
when there was another social group that 
could be set apart from them. Here E P 
Thtimpson’s response to Linda Colley's 
Britansi l992)ismsiructive.Thompson was 
troubled by Colley's apparently conflia- 
frecdcscnptionoflhe English working class. 
While he had described workers engaged in 
a bitter class struggle, she portrays them 
busily constructing the notion of the Bnton. 
Thompson wrote: 

This It not to reject Colley's theses hut in 
seek (uqualify them. If they are 100 per cent 
cnnecl then my old study, Thr Making »/ 
the English Working Class, must be wrong. 
For I argued there, and elsewhere, that a 
significant part of the British experience in 
these years was the formation of the 
structures, oppositions and contradictory 
cultures of ‘class' ‘Class' was perhaps 
overworked in the l9A0s and I97()s and it 
has become merely boring. It is a concept 
long past Its sell-by dale Colley appears to 
share the prevalent view and evades any lull 
discussion of the alienation, in the IKih 
century, between patricians and plebs. and 
in the early 19th century between, 
aristocracy, the middle class and the 
emergent working class. But I am not ready 
to capitulate I cannot find one onivucal 
nation of ‘Britons' (EPT I99.4b' 326| 

But Thompson did not wish to fight over 
this issue. ‘‘Perhaps we could compromise," 
he wrote, "by .saying that the truth lies 
somewhere beiwc'en my view and Colley's'’ 

I am certainly not proposing thui there was 
an almost-revoluiion in Bntain in the 179()s" 
(.329). And yet without the empire brought 
into the picture there is no real possibility 
tor cumpromi.se. one is likely to lind cither 
contlicl or conformity (false consciousness). 
With the empire, and especially the Irish and 
.Scots added to the soup as immediate 
examples ot foreign, 'less-civilised' labour, 
there is nuim lorconiproniisc. The language 
and resolution of the most vitriolic class 
conflict revolves around the need lor the 
assurance that the ‘tree-horn Englishman’ 
will not be placed in the position of virtual 
servitude like members of other “Icss- 
civiliscd race.s."’' 

The third theme making its way from India 
to Yorkshire, was that ot the need for 
histonan.x to turn historical scholarship on 
its head, to wntc history from the perspective 
ot those who have been left out of the 
ht.sloncal record. Implico withtn this was a 
political oncntation and engagement for 
history. In the father's case this was a 
belated endorsement of Indtan nationalism, 
in the case of the son it was an interest 
and commitment to politics defined by 


an understanding of working-class 
consciousness. 

I r we take support for I ndian Independence 
as the barometerof fnendliness, then Edward 
Thompson became more of "a friend to 
India” as his career developed. He moved 
in his earlier writings from a more reserved 
position with regard to India and the 
ju.siificaiions fur British presence on the 
subcontinent to one of outnght advocacy of 
independence. By the time he began his final 
text. The Makmg of the InJiars Princes of 
1946, he could trumpet the fact that “India's 
right to independence has been 
acknowledged” (□T 1947 viil-’’ In the 
process of moving towards this political 
position, Edward Thompson became acutely 
aware ul his own posilioii as an English man 
writing the history of India. The preface to 
this work notes a debt to theCongress leader, 
for "Jawaharlal Nehru drew my attention to 
matters which an Faiglishman. left to himself, 
would be bound to overtcMik" (vii) Moreover, 
his bibliographical note commented on the 
“really excellent Histones wntten before 
1865" (bclorc the Mutiny had taken its hold 
on historians) 

Such writers us Marshnian. Thornton, 
Beveridge (whose History. 1872, is rather 
later). Montgomery Martin, have never had 
adequate recognition of their merits They 
had this advantage, that they had only a 
public nl their own people to consider, 
and did not have to keep girncing over 
their shoulder. In see it frankness and 
trt'lhlulness would be overheard and have 
an adverse political eftecl Another flaw in 
British-lnilian historical wiling is the way 
III which our want ot interest in anything 
Indian has allowed such interests as we 
have tell oicusionally to concentrate on 
one or two episodes, notably the .Mutiny, 
to the almost complex neglect of other 
events" ( 2 X 81 

Clearly, an 'Englishman's' pcrs(icctive on 
India was not all that it had been in the days 
ofMill and Macaulay Certainly, this reflected 
the loss of conlidcnce in the imperial 
civilising mission witnessed and celebrated 
in the rise ol anti-cokinial movements after 
the lust world war Thompson noted that 
"Nall vc India and Us leaders have made only 
incidental appearances, their motives rarely 
understood or even regarded, their 
personalities left shadowy "Notsutpnsingly, 
Ihcrelorc. "Our writing ol India's history is 
perhaps resented more than anything else vve 
have done" (vt). 

Thompson proposed implicitly, then, a 
new kind of appniacli to Indian history tor 
an English man A kind of 'bottom-up' 
perspective, or at least that from ‘the middli> 
up', which would give significance to the 
act ions o f the I ndian princes, even I f‘agency ’ 

would remain elusive (he used neithw thii 
term nor an equivalent).'' In the procesa, it 
was now necessary for an nuuider to turn 
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(o 'nalive informants’ for facts and 
interpretations: Nehru was one. Rai Saheb 
Sardesai, who "left his remote home in the 
western ghats, to help me as no other student 
of Maratha history could," was clearly 
another. Tbcchange inSeal's frosty relations 
with Edward Thompson may also have been 
a result of this change in the latter’s approach 
to Indian hi story. A transformation, however 
minimal, had occurred in the father's work 
between the study on Metcalfe and this study 
of the Indian princes. From absence 
altogether, they could now he likened to the 
challenging topography and the mon.Mxm, 
to the Indian landscapes Britons so often 
retreated to describing or substituting for 
characters (u characteristic of Thompson's 
novels, no less than E M Forster’s) 

For the son, modelling himself on his 
father in this instance was certainly a worthy 
enterprise. By taking this position the father 
had aligned himself politically with 
nationalists like Nehru: he had revised his 
dismissive assessment of Indian historians 
and would no longer suggest that they were 
incapable of wnting history. Now it was 
important that he, as an Englishman, 
under.stood his limitations as a histonan 
because of his inability to appreciate an 
Indian perspective. When it came to the 
Making of the English Working f/o.vi, E P 
Thompson, building upon the 'deviance' 
inspired by his father and Nehru, found that 
he could do somcthingsimilarforthe working 
class. His ‘history from below', however, 
would attempt more self-consciously than 
his father's to "recover ihc.expcnence" ol 
those "hidden Irom history" |0’ Hanlon: IW- 
94], E P Thompson sought '‘to rescue the 
poor siockingcr, the Luddite cropper, the 
'obsolete' hand-lmim weaver, the 'utopian' 
artisan, and even the deluded follower of 
Joanna Southcoli. from the enormous 
condescension of postenty." He would show 
that "their aspirations were valid in terms 
of iheirown experience," (EFT 1966:12-13) 
and that he as a product of a different class 
and of a time alter industrialisation, needed 
to be ever vigilant about his own inability 
to understand these people whose 
perspectives he was ‘rescuing’. 

In the process, however, both Thompsons 
retained assumptions about where that 
‘bottom’ lay that would shape their analyses 
of those who needed to be 'rescued'. Edward 
had made Indian princes players in the 
development of the British empire in India, 
but rather as a Kumar Shn Ranjitsinhji, 
Maharajah Jam .Saheb of Newanagar, would 
be incorporated into a history of 19th century 
cricket. They were there producing runs and 
doing some good fielding, but stilt the rules 
were being established by the MCC of the 
early 19th century subcontinent - Metcalfe, 
Cornwallis and Company. Other Indians 
would have to wait before their perspectives 


would be added to the historical recoid. For 
E PThompson, the rescue would include the 
aforementioned groups, though in the case 
of the "deluded follower of Joanna 
Southcott”. Juan Scott (1988) has shown 
that the rescue attempt was abortive.^ The 
very fact that Thompson described this 
follower as “deluded" showed that there was 
.some distance between his own perspective 
and the follower's aspirations that were “valid 
in terms of their own experience”. Women 
received short shnft. as many have noted, 
but then so did nun-artisanal labourers and 
any non-English workers. 

In a suggestively titled chapter, ‘Artisans 
and Others’. E PThompson borrowed Henry 
Mayhew's distinction between artisan and 
labourer. In doing so, he gave agency and 
the historian's respect to the ‘artisan’ while 
denying it to the ‘other’. Thompson quotes 
from Mayhew: “In passing from the skilled 
operative of the west-end to the unskilled 
workman of the eastern quarter of London, 
the moral and intellectual change is so great, 
that il .seems as if we were in a new land, 
and among another racc”|EPT 1966:240-41). 
Olten it would be the case that the observer 
had nol entered a new land, hut had indeed 
come into contact with people who were nol 
born in England (Walkowitz 1992; Burton 
I994a|. Thompson then added, 

In the South, it was among the artisans that 
the membership of friendly societies was 
largest and trade union organisation was 
most cunlinuous and stable, that educational 
and religious movements flounshed. and 
that Owenism struck deepest root. We shall 
sec how their self-esteem and their desire 
fur independence, coloured the political 
radicalism of the post-war years And. if 
stopped of his craft and of his union defences, 
the artisan wasoneof the most pitiful figures 
in Mayhew’s London |EPT 1966:241). 
Perhaps he then resembled someone of 
another race, perhaps even one in the 
condition of slavery! The point is that 
Thompson retained assumptions about 
worthy, artisanal wor1cing-cla.ssculture which 
needed to be valorised, and about 'deluded' 
culiurethrownuphy ‘pitiful labourers' which 
the historian might continue to neglect. This 
search for a working-class culture that could 
be valued would he taken up by the new 
Social Histonans 

The Scots were also neglected in The 
Making. Thompson apologises tohis Scottish 
(and Welsh) readers quite reasonably: 

I have neglected these histones, not out of 
chauvinism, but out of respect. Il is becau.se 
class is a cultural as much as an economic 
formation that I have been cautious as to 
generalising beyond English experience. (I 
have considered the Irish, not in Ireland, but 
as immigrants in England.) The Scottish 
record, in particular, is quite us dramatic, 
and as tormented os our own. The Scottish 
story IS significantly different. Calvinism 
was not the same thing as Methodism, 


although it is difficult to say which, in the 
early 19th century, was worse. We had no 
peasantry in England comparable to the 
Highland migrants. And the popular culture 
was very different. It is possible, at least 
until the Ig20a, to regard the English and 
Scottish experiences os distinct, since trade 
union and political links were impermanent 
and immature (13). 

This de.sire to give the Scuts due respect is 
belied by the extent of the omission, since 
many Scots were residing in England and 
their experiences were nol so distinct from 
those of the English, nol least because they 
were subjected to considerable taunting and 
invective. As Linda Colley has shown, a 
strain of Scoltuphobia motivated many 
defenders of the English ‘Tree of Liberty'. 
She writes. "Scots, so the Wilkitc argument 
went, were inherently, unchangeably alien, 
never to be confused or integrated with the 
English" (113-14). This is something that 
Thompson passes over, in spite of the fact 
that he does mention Cubbeit's view of 
"Scotch fcclosofcrs," (776) (and. knowing 
Thompson's declarations regarding the 
“poverty of ihetiry". this is a considerable 
slight indeed). 

Theomission of people of African descent 
fmmEnglish Working Class isequally telling. 
Thompson did mention blacks - a couple 
of times. He quoted from Cobbelt’s 1819 
defence of .some women who were being 
vilified for their unladylike support of the 
real stnkers (men): 

Just as if women were made for nothing 
more hut to ccxik oat-meal and to sweep a 
riMim! Ju.si as if women had no minds! Ju.st 
as if Hannah Moure and the Tract Gentry 
had reduced the women of England to a level 
with the Negresses of Africa' Just as if 
England had never had a queen..! |4I7). 
What we sec here is the extent to which race 
and gender were held beneath the surface 
ufbuthcla.ss con.sciousness and Thompson's 
class analysis. They are the two silences ul 
class consciousness; there is no relational 
aspect to Thompson's definition of working 
class, except as it relates to the new 
bourgeoisie. 

Other relations, the fact that there might 
he something ol value beyond a working 
class, either woman or slave, either inside 
or outside England, seems to be absent from 
his thought. And yet, clearly these were on 
people's minds, as Thompson’s other 
mention of blacks in The Making the 
English Working Class unwittingly reveals. 
Paul Gilroy begins There Ain‘t No Black in 
the Union Jack with an epigraph taken from 
^Thompson’s text: 

I dreamed I was in Yorkshire, going from 
Gomersal-Hill-Top to Cleckheaton: and 
about the middle of the lane. I thought I saw 
Satan coming to meet me in the shape of 
a tall, black man, and the hair of his head 
like snakes;...But I went on, ript open my 
clothes, and shewed him my naked breast. 
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laying, “See hen ii ibe blood of ChriM.'' 

Then I thought he fled from me as fail is 

a hare could nin [Gilroy I987;39]. 
Gilroy's point, one that he has returned to 
in his subsequent study Tfie Black Allaniic 
(1994), is that historians, with a few 
exceptions, have passed over in silence the 
ways in which Africans and slavery have 
influenced British history (Robinson). They 
have made empire invisible. Certainly 
Thompson, who helped to shape much of 
the social history of the 1960s and beyond, 
was guilty of this. The passage that follows 
thisquote from John Nelson'syoirmo/further 
illustrates this. Not only does Thompson 
make no comment about the faa that Satan 
should take on ‘1he shape of a tall, black 
man" (as in Winthrop Jordan's work), but 
he suggests that Nelson's "fantasy has 
undertones of hysteria and of impaired or 
frustrated sexuality" (40). For Thompson, 
these were merely linked to Methodist 
revivalism, and he ignored both the fact 
that "frustrated sexuality" often accom¬ 
panied racial stereotyping (or discussion ol 
people considered lower on the social scale) 
and that the context of slavery and 
emancipation was likely to be inrimatcly 
related to the emergence of an ‘English' 
working class. 

Once we incorporate empire into the 
development of class tn the 19th century it 
IS difficult to imagine how the Idea ol a 
working class could tail to be expressed at 
some level in relation to the existence ol 
slavery and notions of unfree labour (just 
as It clearly was in the US at this time) 
(Roedigcr). The very mention ot 'Negresses' 
in The Making of the Kngluh Working Class 
should lead to a discussion ol how working 
classes in England situated themselves in 
relation to capital given the existence ol 
slaves in the labour market (albeit at a 
distance); how they defined a ‘moral 
economy' as an economy beyond the 
exploitative forms of ‘wage slavery'; and 
how gender and the roles of 'their' women 
would be crucial in defining their impenal 
location in society (especially given shifts 
in gender relations as part of the onslaught 
of capitalism, that Thompson mentions, and 
the prevailing assumptions about the 
emasculating nature of slavery). 

There is clearly a problem delineating a 
working class when certain groups are nut 
taken into consideration. This is a problem 
within the confines of one country, but it ts 
compounded when the attributes of that class 
are searched for inot her countries and places. 
For, as Dipesh Chakrabariy has shown 
(1989), Thompson's formulation can then 
he wielded to the detriment of analyses of 
working classes elsewhere. Chakrabariy 
reveals that Thompson's use of culture leads 
to an accentuation of the Englishness of 
working-class formation. "The making of 


the working ehui," Thompion had written, 
“it a fiKt of political and cultural, at much 
as of economic history" (221). But 
Chakrabarty rightly notes that this emphasis 
on culture is bound to have important 
implications for the history of working class 
formations outside of Britain. He writes; 
Not being a historian of the English working 
class. I have no quarrel to pick with 
Thompson' s “facts". Bui consider the w ider 
problem that arises from the way he poses 
the question of culture. If the particular 
notions of “free-born Englishman", of 
"equality before the law", and so on were 
the most crucial heritages of the English 
working class in respect of its capacity for 
developing class consciousness, what about 
the working classes - for irtsiam c. ihe Indian 
one - whose herilages do nut include such 
baggage'’ Are the latter condemned then 
torever to a state of "low classness" unless 
they develop some kind of cultural 
resemblance to the English? (222) 

Were Chakrabarty a historian of Bniain, he 
might question such “facts", since they are 
based on assumptioas of “Englishness" that 
arc open to question. Was the calcgory of 
"frcc-bom Englishman" meaningful outside 
ot a context of the empire in which slave 
labour was the assumed norm lor Africans, 
and once this was ended categories ol 
indentured labour were established for 
Indians and Chinese'’ Was the "cqualtiv 
before the law", which Thompson extolled 
in Whigs and Hunters ncccssanly either an 
F.nglish coninbulion or an English reality? 
But even if these stand as “peculiaritie.s of 
ihc English" then, as Chakrabariy shows, 
culture still presents problems for the labour 
hi.siorian. For, how does this apply to the 
colonial context? jPraka.sh: 1484) 
Chakrabarty proceeds to show how 
Thompson's calcgory of class is suspect 
precisely because he has neglected the empire, 
and if the category of class does not work 
with the empire in mind, it quite possibly 
does not work at all. Chakrabarty suggests 
that the question whether Indians arc 
condemned to '"low classness' unless they 
develop some kind of cultural resemblance 
to the English ..reveals (he absurdities of our 
dilemma". For if ihc answer is afnrmalive, 
ihen “class consciousness” begins lo .seem 
like no more than one of England's 
''peculiarities'' (and certainly not very 
Marxist). “On the other hand." Chakrabarty 
continues; 

if our liberalism moved us In reject the 
question and to argue that there was no one 
cultural route to class consciousness, iwo 
conclusions would follow, both devaslaling 
for the argument at hand: (a) we would then 
make the question of “eullural specificity" 
redundant to the issue of class consciousness, 
and (h) Thompson's highlighting of certain 
pan Iculirelcnienis in Englishpopulor culture 
as factors specially conducive to "class 


consciousness" would seem alarmingly 
arbitrary. For ii is entirely possible that a 
contrary set of cultural elements could have 
also given rise lo a similar consciousness 
(as indeed would he argued now for non- 
European working people without a liberal 
herilagc) (222) 

Clearly Thompson would not wish toexclude 
the rest of the world from his analysis, and 
certainly he welcomed the attempts of 
American labour historians following Herbert 
Gutman to hnng American history up to 
speed on working class formation, but as 
Chakrabarty shows there was no way to do 
this without fudging over large areas of 
historical terrain. 

So CTiakrabarty concludes, "A 'univer¬ 
salis!' mode of thinking, a reading that 
constantly produces out ot Marxism a master 
narrative of history, is what defuses the 
dangerous potential ot the "excepiionalisl" 
argument of The Making." And yet. "the 
dangerous potential" remains for those who 
choose 10 take a particular working class in 
isolation (as most labour historians have 
done - I c, isolated, except from similarly 
silualcd European labourers) ll also seems 
to have led lo an uncritical acceptance of a 
"uni vcrsal isl mode." so thal those who might 
quest ion I he n arrai i VC of r/ie A/oifing. perhaps 
Irnm perspectives that consider race and 
gendcrasofequal importance tncl3s.s, appear 
its questioning some political absolute, 
qucsiiuning history itscll. In light of this, the 
reaction ol E P lltomp.son to some of his 
cniies, resembles very closely the reaction 
of Falward Thompson to those he deemed 
incapable of wilting history 
Thompson' s category of the working class 
IS defined only in relation to other groups 
within Engl.ind He is attuned lu cultural 
variations and deviations trom economic 
divisions. Class is to be found among people 
not ahsiractions Bui those people ar* to be 
found, or recognised, only >n English soil. 
And they will only really be men and white 
(picis, brilons. anglo-saxons and the odd celt 
from Comw'all or Dcson) to bmU But leaving 
aside one group from Ihc analysis of 
developing English working class, whether 
It is Afni-Caribhean slaves. Indians, Scots 
or Irish, on ihc grounds that they deserve 
lull respect means not telling the story at all. 
Thisis especially mmI we accept Thompson's 
injunction thal 

Ihc noiion <if class entails the notion of 
hislofK'al relationship Wccaltnothavelove 
without losers, nordefetencewithoul squires 
and labourers. Andclasshappcns when some 
men. as a result of common experiences 
tinherilcd or shared), feel and articulale the 
idenlily ot (heir interests as between 
themselves, and as against other men whose 
interests arc diflereni from (and usually 
opposed to) iheirs (9). 

If people deFine themselves through such 
relations, then surety on an impenal lemin 
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therelitioiu must be more than solely based 
on relations of production hierarchies. 
Thompson implies (hat this is so. because 
hegtvessuchsijtmricancetoihe 'peculiarities 
oTlheEnglish', to (he Englishnessof working 
class formation. But in conceding this he is 
inviting the question; what is Englishncss 
if it isn't defined through historical 
relationships? “We cannot have love without 
loveis..." 

Closely linked to this theme of turning 
historical scholarship on its head imd working 
from the bottom-up, is that of the gendering 
of such analysis. Defendeisot the Thompsons 
might argue that theirs was a problem of 
omission rather than commission, women 
just get lefcoutof (he picture, amithc analysis 
can stand once they get inserted. Yet. the 
problematic of turning the world on its head 
has signilicant implications in an impenal 
landscape, because manlines.s, ma.sculiniiy. 
emasculation, femininity, fcminisaiion. and 
the like, take on important dimensions in a 
context of labour exploitation, wealth 
extraction, and colonial rule. These will mean 
different things in different places, and how 
these different meanings relate will be of 
some signiricancc. Always crucial, gender 
is especially significant fur an analysis of 
the Thompsons fur two reasons. First, there 
is the sense among many hi.siurian.s and 
contemporary commentators, difficult even 
forthemo.st critical to challenge, that if India 
gained anything from its impcnal association 
with Britain, (hen it was with regard to the 
nghts of women. And. not coincidentally, 
this IS the Iasi ditch defence ot (he Ihompsons 
employed hy Palmer (1994), The elder 
Thompson wrote a history of sati, and the 
eradication of such practices could he 
heralded by the younger as one of the benefits 
of taking a “middle way" between “nostalgias 
for (he British Raj" and “simplified nationalist 
historiography" (EJT 1928; EPT. 199.131. 
Second, E P Thompson has come under 
heavy attack from Joan Scott and others, 
an attack that he found very difficult to 
stomach, on the grounds that his analysis 
of working class formation was a gendered 
one [Scott 1988). 

Ashton from Far Pavilions refers to (he 
eradication of sati as the toundaiion for 
Britain's achievement in India, “Well, if we 
have done nothing else [and we can assume 
that he felt they had done a lot more], at least 
we can mark up one thing to our credit - 
that we put a slop to that particular horror" 
(Rajan; 44], And, as historians like Edward 
Thompson would assure us, (he record seems 
to speak plainly on this matter. Sati was 
prohibited by William Bcntinck. in Bengal 
in 1929, and then in the rest of British India 
in the following year. While it was an Indian, 
Rammohan Roy. who revealed the change 
of text in the Rig Veda from “Let the mothea 
advance to altar first" to "Let the mothers 


go into the womb of Are" (an act Hut Max 
Muller would dmeribe at “perhaps the most 
flagrant instance of what can be done by an 
unscrupulout priesthood"), it was the fact 
that the British government turned its 
attention to the matter that led to the reform 
[EJTI928; 17]. Foraccordingto Thompson. 
When the anent kmof the British government 
was first seriously drawn to the rile, it was 
so entrenched by centuries of performance 
that the enquiry as to whether the Hindu 
scnpiures enjoined it was irrelevant and 
useless. Il was as well established as the 
habit of warfare in Christian Europe. The 
enquiry hod a value, ifonly because it helped 
10 encourage the government at last to break 
through its timidity and past its promises of 
toleration for all religious nies (19). 
Without foreign intervention reform, 
Thompson argues, would have been out of 
(he question; “It seems to me beyond 
controversy that Indian opinion and Indian 
princes would have allowed suttee, and a 
host of horrors besides, to continue 
indefinitely but for this alien vigour in the 
land"(83).PriK)f of this.Thompson believes, 
lies in the fact that once sad was abolished 
in (he British controlled region, it was “driven 
into the Native .States" where it continued 
to be practised [EJT 1930: 18). The 
a.ssociation between masculinity and the 
British (“alien vigour"), who were capable 
of “defending" women within (Iteir sphere 
of interest, and cmasculatinn and Indians, 
who were not, is quite clear. And out of this 
unwillingness or mahiliiy to eradicate “this 
horror", could come a defence of many 
aspects of imperial rule. Take Macaulay’s 
approach to education, for example; “If it 
was a mistake to set Indian education on 
solely western lines, it was a mistake for 
which Indians had themselves to thank, for 
the fruits of Hinduism a century ago were 
bad” [EJT 1928:129-301, 

Of course, the record docs not speak as 
plainly as Thompson imagined [Mam: 119- 
56|. Regarding many of the reforms for 
women, the impulse inwards reform came 
not from (he Bcniincks but from the 
Rammohan Roys. The later reform of the 
age of consent was spearheaded by, among 
others. Copal Krishna Gokhale, hot by 
British reformers, though Whitehall and 
Westminster were important sites of protest 
for the reform. Moreover, were (he British 
truly knight errants in this process of reform 
on the behalf of women then the critical 
response of Mimeone like Pandita Ramabai 
to ihcir efforts would he inexplicable. 
According to Ramabai, the English 
government had “proved to be a worse ty ranf 
to her than the native society and religion" 
[Shah: 178], 

But the question is not whctlier the British 
undertook (his act of benevolence and should 
be praised accordingly. Taken in isolation 
certain acts can be rendered in such a light. 


and. once rendered, they can be used to ipeak 
for a whole, that might otherwise tnore than 
counteract or at least complicate the 
benevolence of the intervention. Rather, the 
question shouldbe how were the Thompsons’ 
visions of history shaped by the fluctuations 
of gender relations within this imperial 
terrain. Here Gayatri Spivak’s Three 
Women 'sTexUanda Critique of Imperialism 
is of particular value. "The emergence of the 
feminist individualist in the west," Spivak 
writes, "cannot be an isolated developmem, 
but is, instead, achieved through an 
imperialist project (that of 'soul making’) in 
which the 'native female' must play a role” 
(1985.47). Thus, 'in the colonial encounter 
the Hindu 'good wife' is conslnicted as 
patriarchy's feminine ideal: she is offered 
simultaneously as a model and as a signifier 
of absolute cultural otherness, both 
exemplary and inimitable" (47-48). In the 
process, both British government ofFicials 
and feminists could, for different reasons, 
advance the suggestion that Indian women 
needed defending from their men [Burton 
1994b; Prakash 1994:1487-881. 

A link between the two historiographical 
discussions, can perhaps be found in the 
older Thompson's comment in Indian 
Princw, that "The Menori80()-I8|9,despitc 
their coolness, tolerance, catholicity, and 
humanity, were every way us efflcieni and 
heroic as the men of 1857” [EJT 1943: 37]. 
Here, a premium is placed on demonsiraiing 
a masculinity or manliness, the contours, 
practice and substance of which are assumed 
or taken for granted: humility, generosity, 
“alien vigour”, efficiency, poetry, reason, 
beauty, and honour. This is the poet-king- 
warrior-schular, transcending race, hovenng 
above the rest of humanity as .same son 
of superman. We should place alongside 
these considerations, the absence of gender 
in The Making of the English Working 
Class. The peculiar English artisan takes 
on many of the characteristics of the British 
fndian administrator in his ability to 
combine the ideas of liberty and moral 
economy. But. as Carolyn Steedman has 
noted, in the process of writing this narrative 
of men, Thompson “writes (he male gender 
out of the picture as well as the female one" 
[Cooper 1995:241, fn; citing Steedman 
1994], In their apotheosis administrator and 
artisan transcend sex. and the power of gender 
to influence analysis is defleciedand deflated 
(conspicuous in absences relating to the 
location of women, those of colonised 
peoples, aral possible relationships Jl■^reen 
the (wo). 

The final shared theme was that ob;(he 
worthy English”, evident in The Bnghih 
Working Class, as the foregoing analysis 
would suggest, but beconiing still more 
pronounced in the essays in The Poverty of 
Theory and Writing by CoHdlelighl. For (he 
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father, as mentioned earlier, the Bngfiah had 
made lifniflcant contributitm to the world 
through their empire; for EP Thompson the 
“peculiarities of the English", from their 
dogged empiricism to their faith in cricket 
were of cultural significance and worthy of 
celebration, not merely ridicule or 
embarrassment. 

In the conclusion to The Making of ihe 
Indian Princes, Edward John highlighted 
once again the English contribution to the 
world. This contribution was very much the 
gift of the men who controlled India at the 
beginning of Ihe 19th century.“The reader," 
he wrote, 

cannot have failed to notice that the men 
who made Ihe selllemenis of IRIX and 
1819 held in common a body of political 
doctrine, which they had worked out over 
a course of many years. Unlike the men 
of Lord Wellesley's lime, they were not 
opportunists - no men of action ever were 
less so. They knew their way and had a very 
fair guess as to its termination and goal 
They built wittingly and deliberately, where 
both their predecessors and immediate 
successors did it by sheer accident and force¬ 
ful blows. 

Owing to their 'pragmatic' philosophy, 
which meant that they were "guided by tlic 
principle of workability and also by a sense 
of justice, often Hawed and imperfectly 
followed out, hut nevertheless present ."they 
were able to create an empire of which any 
Englishman could he justly proud. Not only 
that, the Indians themselves could be happy 
with the selllemenis: “Biliemess came later, 
in abundant measure and with fiequent 
juslificalion,"Thompson wrote. “But perhaps 
no conquest on such a scale wa.s ever put 
through with so little bitterness at the lime." 
This was a stunning achievement. “The work 
they achieved was to stand the Icsi ot over 
aceiituiy .and when all empire anddominion 
at last are finished their work will still win 
luleration and sympathy, and not in Ihcir 
own land only" (FJ’T 1943: 2871. If only Ihe 
Elizabethans hadn't come hack to the fore 
in 1857! 

In Edward Palmer's work, pragmatism 
reappears as'Englishcmpincism', (valorised 
in contrast to 'French Hu' and 'Scotch 
feelosofers'), while justice returns as the rule 
of law, E P Thompson starts his essay, ‘The 
PCculiaritiesof the English', with an epigraph 
taken from Marx's comments about Darwin, 
which reads: "One has to pul up with the 
crude English method of development, of 
course" [EPT 1978: 245]. Thompson's use 
of this quote is ironic, naturally, and gestures 
to his telief that there was more than one 
Man. There were texts that could lead in 
the direction of Anderson, Naim and 
Althusser, which were decidedly unEnglish, 
and there were the texts that comributed to 
sound historical materialism. Thompson's 
favoured Marx, along with Engels (whom 


Thompion attempts to rescue from relative 
obscurity compared to Mare), would not 
have seen the crudeness of English method 
as a negative (t-2l0). While Anderson and 
Naim, for example, "feel themselves to be 
exiles from an ‘English ideology'" which 
“in its drooling old age...gives rise to a kind 
of twilight, where 'empiricism' has become 
myopia and 'liberalism' a sort of blinking 
uncertainty" (245). Thompson proudly 
proclaims his Englishness. While these two 
Marxists decried English bourgeois culture. 
Tlwmpson was even willing to give this 
bourgeoisie some credit: 

It is true that each national bourgeoisie has 
Its own peculiar nastiness which it has often 
inherited from the class which went before: 
with the Germans, mililarism and sialism: 
with the French, chauvinism and intellectual 
metropolilomania: with the Italians, 
corruption; and with Ihe Americans, Ihe 
ruthless celehratiun of a human nature red 
in tooth and law [African, Asian, and Lalin 
American national bourgeoisies apparently 
remain in a stage of "pre-nasty"). It is true 
also that the peculiar nastiness of the British 
bourgeoisie is in shameless observances of 
status and obsession with a spurious 
gentility...ITIhere are at the same lime certain 
strengths and humane traditions in British 
life which Other Countries, including 
those whose airports arc superb, whose 
Marxism is mature, and whose 
salesmanship is high-powered, do not 
always display...(265) 

or course, the issue whether the English 
bourgeoisie was a.s vicious as others was 
Itself a question framed by an impcnal, if 
post-colonial, terrain. Both E PThompson's 
view and those of Nairn and Anderson fit 
within the idea that bourgeoisies could be 
and should be categorised according loceriain 
cultural traits - traits which in all the above- 
mentioned cases could be carefully crafted 
in relation to colonised subjects. In each 
case, culture is reduced to iisimperial essence 
and made to compete according to rules akin 
lo a Eurovision Song Contest, certainly noi 
Jrux sans Frontiers. But the winner in such 
a contest changes from year lo year. 

On ilte matter of justice, E P Thompson 
reveals a great deal of confusion regarding 
Ihe contributions of the English. In his 
conclusioi) to Whigs and Hunters he ends 
with a discourse on the rule of law: 
the notion of the regulation and reconciliation 
of conflicts through Ihe rule of law - and 
the elaboration of rules and procedures 
which, on occasion, made some approximate 
approach towards the ideal - seems to me 
a cultural achievement of universal 
significance. I do not lay claim as to Ihc 
abstract.extra-hi siorical impartiality of these 
rules. In a context of gross class inequalities, 
the equity of the law must always he in some 
poft sham. Transplanted as it was to even 
more inequitable contexts, this law could 
become an instrument of imperialism. For 


this law has found its way to ■ good raiay 
pans of the globe. But even here the nila 
and the rhetoric have imposed some 
inhibitions upon imperial power. If the 
rhetoric was a mask, it was a mask which 
Gandhi and Nehru were lo borrow, at the 
head ol a million masked supponeri 
[EPT 1975:265-66]. 

Here Thompson tried to have his cake and 
eat it too. First of all he pronounced the role 
of law to be a cultural achievement. He then 
recognised that it might be an "insinimem 
of impenalism" in a context of “even more 
inequitable contexts" (thus privileging 
English inequities a.s in some way lest 
iniquitous than those to be found among 
other peoples). Rut, then, even when this 
mighibettiecase.wearctold that its presence 
led to “inhibitions upon imperial power" - 
perhaps because the imperialism was in this 
case British (so that these inequities were 
csiublished by people familiar with social 
conditions of less iniquity, whocould there¬ 
fore guide their new subjects in that direction). 
To imply, as this surely does, that there is 
some absolute benefit to be gained when 
nationalists learn the languageof impenalism 
in order lo overthrow it seems at the very 
least ironic witen that imperialism has only 
been made effective by that same language. 

Ranajil Guha exposes Thompson's 
weaknesses most clearly here. Guha asks 
how It IS that knowledgeable people "could 
go on talking about a rule of law in colonial 
India when the facts of colonialist practice 
did nothing to support such asseitinnT' (1992: 
276). The answer, he believes, "lies in the 
pervasive power ot Ihe ideology of law in 
English political thought It derives from the 
long standing of the British legal system and 
its proven superiority to all other historically 
evolved systems of the same order up lo tlie 
age of capital." Guha writes: 

It stands for the universalisl uige of hourgeo is 
culture and practice of law uadcr 
metrupoliian conditions as lo assume the 
statusof'aculiural achievcmeiH of universal 
significance' in the eyes not only of English 
liberals and colonialists like DodweU, but 
also. alas, of English radicals like E P 
Thompson from whom those words are lakea. 
Thompson, then, falls foul of that Engiith 
tendency noted by Mare “to take only itsdf 
as Us standard" (1964: IS4).Guhacontinues: 
It IS indeed the hallucinatory effects of 
ideology that a particularistic cultural 
achievement of the bourgeoisie should 
appear as one of ‘universal significance' 
both to the friends and foes of Uiat dais. 
However, neither Ihc special pleading by 
Dodwell when he speaks of a role of law 
fidlowing a rule of fewee in the post-Muuny 
period, nor the ingenuity of Thompson when 
he tries unsuccessfully to disenungleliimadf 
from the metaphysical implieauaiu of hit 
statement by allowing for the clnu 
manipulation of the role of law, ctw lake 
away from Ihe fact that bawgeois cuhuie 
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hits its historical limit in colonialism. None 
of Its noble achievements - liberalism, 
democracy, liberty, rule of law. etc - can 
.survive the inexorable ur(;e of capital to 
expand and reproduce itself by means of the 
politics of extra-territorial, colonial 
dominance. Colonialism sland.s thus not 
merely lor the historical progeny, atmajo, 
of industrial and finance capital, but also for 
its histone Other (Ibid). 

But. if “bourgeois culture hits its historical 
limit in colonialism" what of working class 
culture'.’ Fur are not the English working 
class situated on an imperial terrain to some 
extent alongside industrial and finance 
capital'.’ Not always, hut sometimes'.’ If so, 
arc the noble achievements as they arc picked 
up and wielded to the benefit of the working 
class by the Gandhis and Nchrus of England 
also incapable of surviving in the colonial 
landscape'.’ Probably. 

Conclusion 

“What do Ihey know ol cricket who only 
cricket know'*" 

- C L R James (IIS.J: xix) 

It isdifficult to read ’The Nehru Tradition' 
without being moved by E P Thompson's 
account ol his father's close friendship with 
Nehru. Clearly, through his father E P 
Thompson knew empire intimately. But, like 
many of his generation, empire was “over 
there". His political essays, which were 
naturally preoccupied, as everyone seemed 
to be at the time (pailly ow ing to his efforts), 
with the possibility of nuclear desimction. 
seldom mentioned the ‘peculiarities' of those 
‘English’ who hadcome from India, Pakistan, 
Uganda or the Canbbean (not to mention any 
number of other places of ongin - Ireland, 
Italy, Germany, Romania). 

This elision ofempire in Thompson’s work 
has had important implications lor the 
emergence of Social History. While E P 
Thompson continued a well-established 
tradition ainongEnglishhistoriansof treating 
the empire as pcnphcral. the weight ol his 
enterpnse was considerable.-'" The fact that 
one of the most radical and acclaimed of 
histonans ignored empire and all its aspects, 
enabled many others to adopt a category of 
class that was reductionist, even while it 
claimed to combat the rcductionism of 
orthodox Marxism [Bayly I98Q; Burton 
1994a;Scott; Hall 1992;Said I99.t|.lnuther 
words, in his focus on culture Thompson did 
not merely enlarge the historian’s lens to 
rescue the lower orders as agents, soenabling 
further enlargement in the future (a Whiggish 
version of hi.stoncal practice). Instead, his 
use of culture placed another veil (to use W 
E B Du Bois’s term) in front of History, 
another layer on the “palimpsest of history" 
(to appropriate Nehru's metaphor), making 
it in some ways more difficult to incorporate 
empire, non-metropolitan subjects, and race 


and gender perspecti ves into future historical 
analysisIDuBois 1989; Nehru 1991],Efforts 
to focuson such things have faced resistance, 
often from people who no w in vokc the name 
of E PThompson. Such a focus, these people 
claim,.will lead in the direction of nihilism, 
reactionary politics, 'fashion', and a loss of 
the only truly radical historical category, that 
of class [P-almcr 1994: 185]. Instead, we 
would suggest that an enlargement of class 
analysis is required to incorporate race and 
other mutually constitutive categories, like 
geitder, within an imperial framework. Thus 
we need to appreciate that class, race, and 
gender are historically contingent, and that 
they have been shaped by nations and not ional 
histones that are also historically contingent. 
And, when we incorporate all peoples as 
‘agents' into history, we need to be aware of 
the histoncal genealogy of the idea of agency 
it.self and the fact that its use in the past has 
often obscured as much as it has revci'led, 
granting to some while denying to others. 

Notes 

I The authors arc grateful to Antoinctle Burton. 
Ian Fletcher. Pramod Kale. David Ludden, Dan 
Rodgers, and Mike Zuckerinan for Iheir 
suggesliun.s and encouragemcnl | 

1 Both men were histonans ol India and were 
nationalist by inclination, though they also 
found much that Ihey cuuld embrace in what 
Britain had inlmduced lo Ihc suhcnniineni 
But. while Edward Thompson would come 
lo see ihul British governments had often 
been misguided with regard to India, Nehru 
believed lhai this was generally the case and 
uas. in fact, an oulgrowih of the imperial 
relationship itself Both believed lhal there 
were iwo "Englands" but Thompson saw 
this as being divided between ihc Melcalfcs. 
Malcolms and Elphinstoncs, who buili the 
empire, and the commoners who inheriled il 
and inflicted Ihe horbanlies ol 18^7 Nehru 
was inclined to sec il divided between Ihc 
England of .Shakespeare and Milton, and ihai 
of "Ihe savage penal code and brutal behaviour, 
of enirenched feudalism andcivilisoruin" (EIT 
19.17. 194.1: 264-65. Nehru 1991 287 88, 
10.1-061 Consequently, while Edward 
Thompson could idealise parts of Hnlish 
inirusinn into India, os bringing light lo 
darkness. Nehru would always see this history 
more than balanced by the weight of brutality 

2 In £P ThumpsiHi, Bryan D P^mcr describes 
Ihc falher‘s influence on his son. part of which 
WHS found in the latter's lifelong expectation 
that governments would be "mendacious and 
imperialist." Palmer does so partly to defend 
Thompson from the charge of “Little 
Englaridism" and cultural nationalism (1994 

11) While he IS 10 be commended for high¬ 
lighting this influence, Palmer's dcscnpliun 
of this influence is one-iided. Fix, although 
the son's political consciouiiies»'‘cul its leeth" 
on India, it is remarkable that he could ignoreA 
so many issues onsing out of imperi^ism. 
Palmer's own undersumding of Thompson, 
cemented in his earlier work The Makmx of 
fl P Thtrnipiim (1981). ignores this issue, and 
his rending of the father's influence is through 
coocepis like Methodism and liberalism ihm 
ore stripped of their imperial meaning and 
context. Indeed. Palmer takes on the mantle 


ofbdng an ipolafisifor the Thompun family, 
when the issue is not lo defend the Thompsons 
but to understand them. The words of Edwnid 
Thornpaon regaiding C F Andrews's uncritical 
reading of Tagore seem to apply to Palmer's 
reading of E PThompson: He is like "a lover 
who hu long got past the stage of being able 
to criticise” [EPT I99.1n: 33]. 

1 We are not suggesting lhai E P Thompson 
was in any way politically an imperialist. 
Palmer (1994) indmates clearly Thcmipson'i 
many anti-imperialist political pronounce¬ 
ments (see also, EPT 1980: 144,148) Robert 
Young provides a similar critique of Jeon- 
Paul Sartre's ethnocentric history combined 
with anti-imperialism (1990- 41-47). 

4 Few of the many obituaries and articles 
spanning The Nulitm. New Stalexmaii. 
Cimpamlive Studies iii Siu iely and Hiswry, 
Ameriiou Histtmial Review, Erimumn 
Htstory Review. Jiiunml of Sm ial Hisliiry 
Mimihly Review, Cimunemary, commcnied 
or dwelled on an imperial cormcclion (see 
also. Ihe articles in Kaye and McClelland). 
Peter Linebaugh comes close in, "CommonuOs 
of the WorIJUnite!" Frederick Cooper( 1995) 
considers I'hompson's impact on historians 
of Africa bui remains oblivious lo any imperial 
roots fix Ttiompsnnian analysis like his own: 
while Roger Wells (1994) discusses the 
applicability of Thompsonian concepl.s to 
Ihc inicrprclatinn of peasantries world¬ 
wide The mlluence in James C Scoll's work 
(1976. 1984) IS obvious. But none of the 
uforcmcniioncd icvcrscthc analysis lo discuss 
Ihe way empire influenced Thompson's 
wnling (Palmer is Ihe exception here) 

5 And, we should add. other genealogies con 
be found that would retrain Ihe inlrusion inlo 
the profession's narrative people like WEB 
Du Bois, Anna J Cooper, C L R James, Enc 
Williams. George Pudmorc, and a host of 
others who have been made to seem penphcral 
[Kelley I-.13|. 

6 Said, in his iniroduelion lo Rim. is wrung lo 
describe Thompson's The Other Side nf the 
Medal as "an impassioned statement against 
British rule and for Indian independence" 
(1989 25) 

7 Thompsim wrote. “Henita Parry’s capable 
and compact study of EJT in Delu.iiim.v and 
Ih.n uvenev leans ovcr-hcavily on ibis 
point, and she has been followed by nlhcrs” 
(199.1 107) 

8 Thompson here quotes from Chaierjee 
(1986 66) 

9 It IS around ibis point lhai praise or 
condemnalion of TTioiTipson 's work on Togure 
lends to revolve An author who accepts or 
implicirly assumes that there is a location for 
the critic "above Ihe slonn” (as Matthew 
Arnold denned fur himself beyond class 
conflict in Culture and Anarthv) tends to give 
Thompson greater crcdil than one who doubts 
this For an example of an assessment that 
E P Thompson would have considered "fair", 
see Hansh Trivedi (1993. 19) 

10 Savorkor’s involvement in ihe crime was 
similar to that of Tilak in Ihe assossuinlion 
of Waller Charles Rand m 1898 (Wolpcrt) 
No actual direct involvemcnl on the p^ of 
Savorkorwas found (otherwise ihc punishment 
would have been for worse) IFiyer 1980. 
Visram.lOI-IOj. 

11 One of which was used in the murder of an 
official in Nosik jWolperl 230). 

12 Savarkar had escaped fnxn custody rxice 
already in London, ax a result ofa eoUabonlive 
effort of Irish and Indian nationaliils 
[Fryer 1980). 
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13 Stephen Hny describee Ssvnrkar at a Hindu 
nationalist only, and anachronitilcally 
attempts toreveala lineofeontinui^ between 
the violence of the revalnttontries in London 
and the BuattinationofOandhi by Savukar’s 
“devoted lieutenant”, N V Ooiic in 1948 
(Hay; 289-90). Wart^Indian Indtptndem e. 
however, endeavoied to bridge gaps between 
Hindu and Moilem communities in revolt 
against the British. 

14 ‘niompiionconiparedtheMutinytolynchin^^ 
in the U.S fEJT 192.3: .38]. He noted that when 
uprisings of slaves against their masters 
occurred there was often “devilish cruelly on 
both tides...Tenoritm wors with lermrisni. 
till the stronger side issues its bullelin to the 
world." The Mutiny should, therefore, be 
placed alongside slave revolts in Jamaica in 
the 18th century, the upnsing at Uemcrara 
in 1824. and the Murant Bay uprising in I86S 
(though the participants were not slaves) Hui 
rather than making the most obvious and 
telling comparison with the US by focusing 
on the evcius suitounding the Nat Turner 
rehellion, which would have forced him to 
consider similar political issues surrounding 
the jusUfK'auon of slave violence inthc pursuit 
of freedom. Thompson compares thi Mutiny 
to lynchings that continued in the U.S at the 
lime of his wnling While this gives Thr 
Othtr Side of the Medal a defensive air, 
seemingly justifying inhuman acts by showing 
one of his audiences some of iis own 
propensities for inhumanily. it more 
importanlly defuses ihe potential political 
message surrounding Ihe events and 
chamclcrises the actions of Anglo-Amencons 
as reactive - a response to alleged eniinnality 
of the victims. Pnhaps hy focusing on Nat 
Turner. Thompson would have been led to 
concede that "the services which Britain has 
rendered to India [and] the greatness ol the 
individual coninhution ul many of her sons 
and daughters," (20) might have been 
exoggcraled. when viewed from the 
perspective of the non-Briton And had he. 
instead of turning to American lynchings. 
fiK-used on the manner m which Amencans 
hud made treaties with and then through war 
and the decimation of buffalo herds brought 
about Ihe virtual gcimcide of American 
Indians, he would have tound a more 
coniparahic model liv Brilish rule in India 
See Ward Churchill im Ihe massacre al Sand 
Creek (1991 II1-20) Such a conipurative 
perspective, drawing on the simitantics and 
continuities between Amencan and Bntish 
impenal policies inighi have ted Thompson 
lo reconsider his sanguine a.ssessnicni. w hich 
he shared with many of his peers, that "The 
record of my country is cleaner from such 
deeds of deliberate cruelty than the reconl of 
any other einintry on the globe. The story of 
mankind is a melancholy one. hul we have 
at least the right to claim that, though often 
ruthless, we have rarely been fiends This 
incident is exceptional in our annals, hut the 
whole Mutiny episode was exceptional" 
|E)T 192.3- 49] 

15 Savarkar asked. "Are mosiacres in Ihe cause 
offreedomjusliried7”(206l Whilehedidnoi 
say that lirey were - "The question 'should 
be left to Grid'’" - he intimated that if'duly" 
could be used os a defence of conduct (os 
English historians were wont to do for the 
barbarous acts of imperial forces), then il was 
really only "the revolutiemaries" who could 
use this claim tegittmaiely. 

16 Sivariar describes the Sepoys as showing 
“unexampled skill" m "nalinnaiising" (he 
revoli by quickly seixing Delhi, but then 


bemaaos: “If the whole of Hinduiihan had 
riien siimilianeowly on the 31 s( of May. 
hiMory wouM not have had to wail longer 
than 1857 to record (he detliuction of the 
English empire and the victorious 
liidependence^lndia....[T]he Meerut Sepoys, 
by their rising, unconsciously pul their 
brethren in unforeseen confusion by warning 
Ihe enemy beforehand'" Savorkor uses J C 
Wilson for this assessment. Thompson also 
concedes, in the comment cited earlier, that 
any widespread rebellion would have led to 
Ihe eviction of the Brilish. 

17 It IS worth noting that both Karl Marx and 
law ahorlal Nehru characterised the events of 
1857 lo 1859 in terms ctoser lo .Savoriuu's 
than Thompson's [Marx-Engels 1978. Nehru 
1942: 414; 1991 .322-26) 

18 Metcalfe's minutes “are the minor of a 
mind bent always on (he finding of esvenlial 
(ruth, hy exclusion of the personal and 
accidental" t.W) 

19 TheexlenlofMeU.'aire'spersunal involvement 
in Ihe expansion uf poppy growing and 
csiahlishment of factones in Calcutta to 
process large quantities of opium mixture 
which would Ihra become a major source uf 
revenue forBniish India and ihe key lo Hniish 
policy in Chiiui is uncertain Hul ihe faci that 
he governed Calcutta for several years while 
his elderbrolher served in Ihe lucrative posituin 
of factor for the EIC in Canton is. at the very 
least, suggestive (Conqnlalion Group) 

20 Thompson wishes lo sec this as Mclealfe's 
innovation Hewnles."BulCharlesMeiealfe. 
aged 26, had abolished both mutilalinn and 
Ite gallows, al a lime when Ranjil .Singh was 
in conslani warfare and in England a code 
uf nightmare srvemy was being enforced" 
(123) Whal IS really nolcwotthy, however. 
IS lhal Runjil .Singh could be miied fur bafng 
merciful even while he was facing 'constant 
watfare " 

21 Several other ciintinuilies between father and 
son can be found of varying significaiKe E 
PI hompson'sdisinal portrayal of meibodism 
in The Miikinit uf ihe Hnulish Wurtm/t Clutt 
has olien been eiimmentcd upon Palmer 
(1994) describes Thompson’s experiences at 
Kingvwood Sch(»l and reveals Ihe extent In 
which ihis cniKismof Methodism arose from 
his reaction lo his father's and mother's 
Methodism as well as from his lulher's 
cniieism of Ihe denomination when he ended 
his work as a missionary in India This legacy 
has been treated sulfieienlly and will noi be 
di.scusscd here Two other conlinuiiics from 
Ihe Indian Print rt to the Enghth Wurkinx 
('lass uf considerably less significance were, 
the inllucnee of ihe Levcrhulme Tnislt which 
cnniributed significantly lo Edward 
Thompson's transformation from a 
Bengali scholar at (Jxfurd In a historian of 
Ihe British Empire, and which exiended ns 
support lo E P Thompson's rescaich for 
English Working Class), and ihc near 
obsession that both hisionans seem to have 
had with footnotes as essential to proper 
historical scholarship 

22 Al this point. E P Thompson's work takes on 
Ihe distinctive chanK'ler of modernitalinn 
theory (Rodgers I977|. 

2 3 Cedne Robinson notes that slaves gave to Ihe 
movements of the poor and of workers a 
langua^ of reslstaihe, as when Cobbett 
ptunounecd "White men can he sold, and 
whim men are sold by Ihe week and the mnmh 
all over England" 11987 131-32) 

24 This (ransfomialion was very much a self- 
conscious one on Thompson’s past. In his 
introduction to ihe second edition of his 


biography of Tagore he noted the fact ihai 
his unerpreiaikm of the poet had undergone 
change owing largely to Ihe iransfornuliofis 
(hot had occurred in India 

25 In fact, the tenn ‘Princes' would nui be 
confeiicdon ilwK men until after iheir defeat 
at the hands of Edward Thompson’s heroes 
Indians remained pawns or, rather, flotsam 
before Ihe ineluctable logic of British 
impcnalism and history, even while Iheir 
teslimumcs were being sought 

26 For the defence of Thompson against the 
Scoltcntiquc.seePalinetl I9*K) 78-86.271) 
While some ul Palmer's points have merit, 
others do not. and it is enough lo note (har 
"on one, quite basic, level," he agrees that, 
as .Scott clai ms. "in Thr Making t^the English 
WarkingClass 'the mastercudes that Structure 
(he narrative are gendered in such a way as 
tocofirirmralherlhanchallcngelhe masculine 
represenialiun of class 

27 .See, for example Gulman 11976). Wilentz 
(1984) Laune 11980), and Dawley 
(1976) This approach is then cxIendcd to 
apply lo African Amencans also, especially 
in the literature on migration, see Trollcr 
(1991) and fur a cnlique. Gregg. (1992. 
1993) 

28 And this was not limited lo Briiain and Bnlish 
history Thompson's impact was arguably 
greater on the Amencan side of the Atlanlic 
Ihan on the European Pcier Niivick (1988 
440.42) has noted lhal "no work m European 
history cvei so priifouiidly and so rapidly 
influenced so many Amencan hislorions ~ 
See similar comments in Palmer (1981.1994) 
and Laune (1989 6-7) 
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Rainfall Forecast and Kharif Foodgrains in 1997 

M S Bhatia 

Forecasts of crop production in advance of final estimates serve as an important aid for policymakers in taking 
decisions on pricing, procurement, export, import, etc. Production forecasting models based on crop-weather 
relationship have, of late, drawn the attention of both researchers and policy-makers. This paper attempts to 
provide forecasts of kharif foodgrains production for 1997 if rainfall during the .south-west monsoon behaves 
as per the forecast of the India Meteorological Department. 


KHARIF in the country contributed about 
twO'thirds nf total foodgrains production 
till early I^TOs, With rapid growth in 
production of wheat, rabi foodgrains have 
also become ctiually important with stabi¬ 
lity in production. However, despite 
substantial increase in wheat and total rabi 
foodgrains, kharif .still continues to be the 
major season of produtlion of foodgrains. 
Out of total production oAhoul 198.2 inilln in 
tonnesoffoMlgrainsin l9%-97,abuut l()4.6>j 
million tonnes or about 53 per cent were 
produced in kharif season. In tenns of area, 
kharif season covers about bl per cent of 
total of about 124 million hectares under 
foodgrains. 

Thu important feature.s of the production 
of futxlgrains in kharif season is that it is 
highly dependent on rainfall as o'lly about 
2S per cent of urea enjoys imgaiion fia'ililics 
against about 60 per cent in rabi loodgrains. 
Due to mon; dependence on rainfall, there 
are large year-to-year fluctuaiion.s tn kharif 
loodgrains. In pour rainfall years like that 
in 1982-83, 1986-87, 1987-88 or 1991-92. 
ihcenlirc decline in production of foodgrains 
was recorded in kharit season whereas rabi 
production cither showed some increase or 
only marginal change as shown in Table I 
Decii nc in kharif foixigrain production diinng 
1987-88 was of the order of 14.67 million 
tonnes over the previous peak level 
production of 89 23 million tonnes achieved 
in 1983-84. Similarly decline in production 
of kharif foodgrains during 1991-92 was 
abcuit 9.4 million tonnes over the previous 
peak level ol 100.99 mil lion tonnes .-Khicvcd 
in 1989-90. The production ol kharif 
liHidgrains ha.s been tliictuaiing in the range 
of 98.2 to 104.7 million tonnes during the 
Eighth Plan period of 1992-9.3 to 1996-97 
depending upon the rainfall and weather 
conditions. While over the long term, 
production of kharif foodgrains has shown 
.1 compound growth rate of 1.8 per cent per 
annum, it has been fluctuating around the 
trend in diffcieni years as shown in Figure 
I ■ Forecasting of crop production under such 
situations requires careful analysis of the 
facts and the situation. 

Forecasts ol crop production in advance 
of final estimates serves os an imporlanl aid 
hir policy-makers and administrators for 
taking dKisiuns regarding pricing policy. 


procuremeni.citpoit, import, etc. Dircciuraic 
of Economics and .Statistics in the depart¬ 
ment of agriculture and co-operation, ministry 
nf agriculture, which is the nodal agency lor 
preparation and is.suc of all crop forecasts 
and c.stimales has been preparing advance 
esiimaie.s of khanf foodgrains for quite a 
large iiuinhcrof years It has been using the 
conventional approach of collecting the 
intormaiinn' from slates about coverage ol 
area under crop, supply and ofitakc ot 
agricultural inputs, rainlall, weather and 
condition of 'standing crops to make 
assessment ol likely size ot crop. Production 
Inrccasiing models based on crup-wcathcr 
relationship have,nf late, drawn the niicntion 
ol both rc.searchcrs and policy-makers. 
V iri.,>ys studies have been undertaken to 
examine the impact of weather, minlull and 
Iccliiiology on the production ot crops in 
India and abroad. These studies included 
Ranjana Agrawal. R C Jam and M L Jha 
(19791 and (1984), C Sakamoto, R Achutini 
and L Stcycam (1984), j L Stallings (1984). 
1S Parhihar ct al < 19901. Recently, twccusis 


of production have been undertaken through 
urea eslimulion and yield lonccasling models 
based on remotely sensed data fur the crops 
of wheat, poddy, gruundnui. rapesced, etc. 

In addttton. India Meteorological 
Department (IMD) has also been preparing 
buccasis ol yield ol khanf nee and wheat 
in selected meteorological sub-divisions 
based on yield forecasting model having 
niintall and wealheras depicted by humidity, 
temperature and number of wet days as 
explanatory lactors. Depanment of Space, 
ISRO. hu^ also developed some yield 
torcca-ilmg models lor ncc and wheat for 
sclct-ied di.stricis in a lew slates of Punjab. 
Haryana, etc. However, most of these models 
are for niicrn level lorccasling, say. the 
district, and they do not provide forecasts 
ill the macro level of the state or the country. 
Hence thi:st forcea.sls have limited utility for 
policy decisions [I was. therefore, felt 
esseniial to develop some mactn model which 
could provide iorccasis of procuclion of 
fiHidgrains at the iiaiional level much in 
advance ol the season. Accordingly, some 


Tahir I All-India PHonismijA ni FfxH«iKAi\s 


tMn iimneti 


Year 


Khanf Foodp 

miti^ 


Robi 

Total 

Foodgrains 

Ricc 

Jowar 

Hajra 

Muire 

rmul 

1971-72 

39 99 

5 ,36 

5 .37 

5 10 

ft2 99 

42 18 

105.17 

l■^2-7.t 

.36.32 

5 .34 

3 43 

6,19 

58 04 

,38 39 

"7 03 

197.3-74 

40 90 

5 95 

7 52 

5 80 

67 84 

16 8 .3 

10467 

1974-7.“) 

3.5 92 

7.12 

.3 27 

S 56 

.59 to 

40 73 

99.8.3 

I97.S-76 

44.74 

ft 99 

5 74 

7 25 

77 89 

47 14 

121 03 

1976-77 

39 27 

7 36 

5 85 

ft 3ft 

hft .SI 

44 64 

III 17 

1977-78 

48 95 

H 89 

4 7.3 

^ 97 

77 72 

48 69 

126.41 

1978-79 

49.34 

793 

5 57 

6 20 

78 (18 

53 82 

131.90 

1979-80 

.38 49 

7.72 

3 94 

5 60 

6.3 25 

46 45 

109.70 

1980-81 

.50.08 

7 50 

5 .34 

6 96 

77 65 

51 94 

129.59 

1 “781-82 

49,24 

8.77 

5 54 

ft 911 

79 38 

53 92 

13.3..30 

1982-8.3 

4.3 16 

7 48 

.5 13 

6 5S 

69,90 

59 62 

I29..52 

1983-84 

.5.5 0.5 

8 66 

7 73 

7 92 

89.23 

63 14 

1.52.37 

1984-8.5 

53.78 

7 75 

6 85 

8 44 

84.52 

61 02 

145.54 

198.5 86 

.59,39 

7.27 

.1 66 

, ftft4 

85.25 

65 19 

150,44 

1986-87 

.53 56 

6 47 

4 51 

7 59 

80 20 

63 22 

14.3 42 

19X7-88 

49 05 

8..56 

3 ,30 

.5 72 

74 56 

65 79 

140.35 

1988-89 

6.3 37 

7.06 

7 78 

«.23 

US 64 

74 28 

169 92 

1989-90 

65.87 

9.2.3 

6.65 

9 65 

1183.99 

7005 

171.04 

1990-91 

66.32 

8.33 

ft N9 

8.96 

99,44 

76 95 

I76J9 

191)1-92 

66 37 

571 

4,66 

6 96 

91 59 

76 79 

168..3H 

1992-9.3 

65.24 

9.38 

8 88 

8 95 

101 47 

78 01 

179.48 

1993-94 

70 72 

7 28 

4 97 

8 5.3 

1181,40 

8.3 86 

184.26 

19<)4-9.5 

72 60 

5 87 

7 16 

764 

101 07 

90 4.3 

mso 

1995-96 

70 10 

5.86 

5.39 

843 

98,19 

86.85 

US.0S 

1996-97 

71,46 

7.01 

7 97 

9 27 

104,70 

93 47 

198.17 
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Romc I A; lUunomw urnm fttomu. AW nKnucTNw or Khamf Rkc 


production forecasting nxxlels for kharif 
fuodgtaiiu at the national levels have been 
developed to make advance eslimates in very 
early season. 

TIk India Meteorological Department has 
issued the long range forecast of south-west 
monsoon season for the year 1997 using a 
16-paraineter prediction model. The main 
features of the monsoon forecasts for 1997 
are (a) the country's monsoon rainfall in 
1997 is likely to be normal (normal is defined 
as within ± 10 per cent oflongperiod average 
value), tb) quantitatively, the rainfall in the 
country as a whole for the entire monsoon 
season (June to September) is likely to be 
about 92 per cent of its long period average 
value within an error limit of ± 4 per cent. 
Thus, rainfall during 1997 monsoon season 
is expected to be between 88 to 96 per cent 
of its long period average value, making the 
year 1997 the lOih normal monsoon year in 


120.0 
I I.V0 
110.0 
lOli.O 
100.0 
I 9.S.0 

a 90.0 

I 

80.0 
75.0 
70.0 

1971-72 -74 -76 -78 -80 81-82 -84 -86 -88 -90 91-92 -94 -96 

Year 

- O - Rainfall Index —4^Production - - - Linear (Production) 



succession. 

As the half of the south-west monsoon 
season 1997 is already over and there was 
some delay in the onset of monsoon, some 
concern was being expressed about likely 
size of kharif crop. This paper is basically 
aimed to provide forecasts of kharif 
foodgrains for 1997, if rainfall behaves during 
the south-west monsoon as per the forecast 
of the IMD. 

Data and MKriioDotocv 

Time scries data from 1971-72 to 1996-97 
on production of kharif rice, kharif jowar, 
bajra and mai/e and rainfal I were used. There 
aictwoingiortani dcieiminanUi of production, 
viz, area and yield, production being obtained 
as product of two us explained by the 
relationship P=A x Y. One approach is to 
forecast the area and yield of crops separately 
and amve at the produciiun fuiecast. The 
other approach is to develop a production 
forecasting model based on relevant 
parameters. I n this study the second approach 
was used as it was felt that it will reduce the 


foiccasling error associated with separate 
models for area and yield. 

The lime scries data on production when 
plotted i n the graph showed that despite I urge 
fluctuations from year to year due to rainfall 
and weather variations, a significant trend 
in production was discernible. It was 
hypothesised that production of various kharif 
foodgrain crops is influenced by increase in 
imgaled area. fcnjli.ser use, high yielding 
varieties, etc. Since all these factors are highly 
correlated, it was considered that the lime 
trend would be an important variable to catch 
all technological factors in the model. The 
ti me scries data on khanf rice showed di ITcrcnt 
slopes in the two period of lime, i c, (i) up 
to 1981 and (ii) after 1981. The slope in the 
second period was more steep os it was 
during this period that the Special Rice 
Development Programme was intrxxluccd in 
the country.Two types offorecasting models 
have been developed: (i) multivariate 
regression model and (ii) simple regression 
model in which index of weather influence 


Tasle 2; All-Inesa Proolition-Weichteo Soitii-West Monsoon Raineau. Indices of 
KhaEIF FfXXlURAJNS OUIK 


Year 

Rice 

Jowar 

Bajra 

Maize 

Kharif 

Foodgrains 

1971-72 

108.90 

91..38 

99.30 

109.80 

100.30 

1975-76 

109.50 

119.92 

131.30 

11.3.60 

113.00 

1980-81 

110.80 

104.31 

I04..30 

I06..5U 

109.20 

1985-86 

101.10 

77.60 

88.10 

90.30 

97.30 

1986-87 

85.99 

89.22 

79.30 

86.60 

88.90 

1987-88 

85.97 

76.09 

69.70 

. 75.90 

82.80 

1988-89 

114.75 

121 4(1 

118.70 

109 70 

115.30 

1989-90 

99.16 

99.50 

89 60 

90 60 

96.90 

1990-91 

103.30 

112.60 

113.10 

112.20 

105.30 J 

1991-92 

98.20 

89.70 

83 40 

91.80 

96.10 

1992-93 

87 00 

92.20 

109.60 

85.40 

88.80 

1993-94 

100.00 

97.10 

101.20 

97.00 

99.70 

1994-95 

105.50 

116.20 

126.00 

111.60 

108.00 

1995-96 

106.00 

91 90 

114.80 

98.40 

104.40 

1996-97 

96 20 

103.50 

103.40 

11080 

99.80 


was regressed against rainfall index. The 
details of the models are given below. 

Model I 


The multivariate forecast models for 
various kharif fixxlgrains were as under 
Kharif foodgrains: 

P, = A4b,RI 4BA + b,T ...(1) 
Kharif rice: 

Pj = A + b,RI, + b,T, + b,T, ...(2) 

Kharif jowar, bajra and mai«: 

Pj = a + b,Rlj = B,T constant ...(3) 
where 

Pi is the estimated production of jth crop 
in '000 tonnes, 

Rl^ is the all-India production weighted 
rainfall index of jth crop for the south¬ 
west monsoon period, 

A^ is the area under kharif foodgrains in 
'000 hectares. 

T, IS the technology trend of rice during the 
first period 1971-72 to 1980-81, 

Tj is the technology trend of riccduring the 
second period, i c, 1981-82 to 1996-97, 
T IS the technology trend as reflected by 
time, and 

b,...b, ore the regression coefficients of 
explanatory variables in the model. 

The all-India production weighted rainfall 
index numbers were computed as under 


Rij = 


A ri. Wij 
A Nri . Wij 


X 100 


Where 

Rij s Production weighted rainfall index 
number of jth crop. 

Ari = Actual rainfall in the ith district. 

Nri s Normal rainfall in the ith district, and 

Wij s Production weight of ith district for 
jth crop as reflected by its proponiun 
to total. 

Directorate of economics and statistics. 

ministry of agriculture, is constructing 
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HMewiie and alT-liKHanunfdl ImSmduring 
KXith-woU monioon leaion for the nu^or 
kharif crops and Ihe same were utilised. 

Model II 

Assuming that under normal situation 
production of crops follows a growth path, 
a time trend was fitted to the time series data 
on production. Further assuming that actual 
production would deviate from trend in 
different yean depettding on rainfall and 
weather, an index of weather influence (I WII 
was computed os ratio of actual and trend 
line production. The IW was then regressed 
against rainfall indices to e.stablish the 
relationship between the two. The fitted 
regression model was used to predict the 
index of weather influence for the current 
year taking into consideration the likely 
rainfal I index as per forecast of the IMD. The 
predicted IW lime trend estimates provide 
the forecast production for the current year. 
The relationship in the forecast model is 
expressed as; 

P = A = bt ...(I) 

P 

Index of weather influence (IWI) =-— 
Then P 

IWI = A + bRij ...(2) 

and production forecast (Pfj) was niudc as 

Ptj = IWI . ^ ‘ 
where 

^ = Trend estimate of production in '000 

tonnes, 

P = Actual production in '0(X) tonnes 
Rij = Production weighted all-India wa7/u 
rainfall index of jth crop, 

IWI= Index of weather influence. 

Pfj = Pmduction forecast of jth crop, 

A = constant, 

b = regression co-cfTicient, and 
t = Technology trendasreflectedby time/ 
years 1,2,.^,4,... 

RaINFAIJ. and pK(«)lItTlflN OF KlIARIF 
Fcxmxirain.s 

The rale of growth of khanf foudgruins 
was observed as I .K2 per cent per annum 
during the long-term period of 1970-71 to 
1995-96. During the recent period ot 
1990-91 to 1996-97. despite the so-called 
normal south-west monsoon iliroughout, not 
mly the rate ofgrowth of production declined 
to0.S2 percent per annum hut Ihe prixiuciion 
of kharif foodgniins also fluctuated from 
yeario year. Inorderloexplain the behaviour 
of production of various crops, the 
Depanmenl of Agriculture and Co-opcnition 
is constructing rainfall indices fur princtp:il 
khanf foodgrain crops as explained in the 
section on methodology. In constructing the 
rainfall indices, the disirictwisc ruinfall is 
aggregated ai the sl.itc level, both actual and 
normal by assigning weight to each di.sirict 
in proportion to its comrihulion to the total 



1971-72 -74 -76 -78 -80 81-82 -84 -86 -88 -90 91-92 -94 96 


Year 

Rainfall Index Pruduction — — — Linear (Prmluclion) 


production of the slate for that crop. .Since 
cropping pattern varies from district to 
distnet. the same rainfall at the district level 
when combined with different weights for 
various crops at the stale level give different 
index of rainfall for various crops. 1hc rainfall 
indices of south-west moniMKin period of 


principal kharif foodgrain crops of rice, 
juwar. bajra, maize and khariffoodgraias for 
the selected years during the I97I-72 to 
1996-97 arc shown in Table 2. 

It would be seen from Tabic 2 lhai the 
rainfall indices for the souih-wc.st monsoon 
penod of the same year were different for 


Tabu Prkukth) Production Poru asttnu Moufi.s kw Kiiaiiii F(ioix,r»is Crofs. Model - I 


Crop 

Conslani 



RcRrcssinn Coelficients of 


Area 

Kainlall 

Index 

h T, 

T 



1971-72 tu 1996-97 



Kharif ncc 

4tM: 271 


117 168 

1018 192 1618.011 


0.9505 




(51 4%) 

(165 616) (119 199) 



Jnwiir 

M)7S 616 


to (1711 


^0 463 

0.1170 




(15.828) 


(11.801) 


ilajra 

-984 471 


59 211 


54..525 

0 5478 




(12 822) 


(28 218) 


Maize 

1894.268 


16 155 


127 875 

0.6238 




(II 519) 


(21 672) 


Khanf luodgrains 

-4SI02 10 

0.9020 

292 840 


1944.749 

0.9295 



(0„18.54) 

(86 711) 


(I4R 168) 




1971-72 to 1995-96 



Khanf ncc 

4,196.8.1.S 


111856 

1025 617 1662 515 


0 9.567 




(.SI 8141 

(168 196) 1.54 565 



Jowar 

5876.427 


II 191 


29.908 

0 1597 




(15 (111) 


(33 689) 


Hajra 

-866.221 


59 281 


40 607 

0.5464 




(12 491) 


(29 152) 


Maize 

.1887 669 


16.426 


1280.021 

0 6001 




(11 718) 


(21 805IJ 


Kharif fixKigrains 

-47485 (K) 

0,9169 

289 291 


1911,61 

0.9238 



(0 1991) 

(88,595) 


<144.591) 




1971-72 to 1994-95 



Kharif ncc 

2605 968 


111 658 

1008 581 1751981 


0 9562 




(54.190) 

(165.659) (165.784) 



Jowar 

- 






bajra 

-1088 17 


6(1 4751 


52.5057 

O..S728 




(12 1788) 


(.1{).a)86) 


Maize 

171.1.110 


17 7877 


112 9.552 

a6»20 




(11 7601) 


(24 4610) 


Khurif foodgrains 

-4168.1.1 

0.8444 

105,898 


1941.36 

0.9103 



I0.41.11) 

(91 118) 


(152.114) 



s 

L. 
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various crops, due to variation in cropping 
pattern in dilTerent districts. For example, 
south-west monsoon during 1991-92 was 
normal overall as per India Meteorological 
Department and rainfall index for kharif 
fot^grains was also 96.9, the rainfall index 
for kharif jowar, bajra and maize were as 
89.7,83.4and91.8 respect! vdy. This showed 
rainfallduring 1991-92 was normal in paddy 
growing districts/areus whereas it was 
somewhat dcHcicnt in states which were 
predominantly producing coarse cereals of 
jQwar and bajra. It was because of this that, 
while production of kharif rice did not show 
any decline in 1991-92, Ihc entire decline 
in kharif foudgrai n production of 7.83 million 
tonnes lecortlcd in that year over the previous 
year was due to decline in coarse cereals. 
Similarly, rainfall indices ol'differcnl kharif 
food grain crops in other years show different 
situations. Ounng 1996-97. the production 
weighted rainfall index of kharif rice at 96.2 
though nonnai was on the lower side of long 
period average, hut resulted in marginal 
change/improvement in production over the 
previou.s year due to technological 
developments. The rainfall indices forjowar, 
bajra and maize were on pasitivc side of the 
normal resulting in significant increase in 
prtxiuction of these crops (kharif cereals) by 
about 4.5 million tonnes in 1996-97 over the 
previous year. In fact, production weighted 
rainfall indice.s constructed taking into 
consideration districtwise rainfall and 
production weight of each crop have shown 
a strong relationship with the level of 
production of kharif crops. 

An ideaof relationship between production 
weighted rainfall indices for the south-west 
monsoon period and production of kharif 
rice and kharif foodgrains can be had from 
Figures IA and IB respectively. The 
movement of rainfall indices as well as actual 
production of kharif rice and foodgrains 
around the trend are showing a similar trend. 
In fact movements of actual production 
around the trend as reflected by the index 
of weather influence (IWI) show even 
stronger correlation with the rainfall indices 
as shown in Figures 2A and 2B for kharif 
rice and kharif foodgrains respectively. 

Based on time scries data on production, 
rainfall indices and technological wazzu 
advances, production forecasting models 
were first developed for the pieriod 1971 -72 
to 1993-94 to make forecasts for the year 
1994-95, Thereafter, these models were 
updated every year to make forecasts of pro¬ 
duction for the current year for major kharif 
crops of rice, jowar, bajra, maize and total 
foodgrains. The results of models I and 11 
for the periods 1971-72 to 1994-95,1971-72 
to 1995-96 and 1971-72 to 1996-97 are 
shown in Tables 3 and 4 respectively. 

The results of Model 1 shows that rainfall 
in the south-west monsoon as reflected by 


the production weighted rainfall index is 
signiftcantlyinflueDcingproductionofldiarif 
rice, bajra, maize and total foodgrains. 
Besides, technological development as 
reflected in the time trend is also influencing 


rignifleandy gtowtli of ptoduction of these 
crops. However, impact of technological 
adva.icement on rice production Is more 
projMunced in period II, i e, after 1981-82 
when the rice development programme was 


Tam.£ 4; Putuem) PaooumoN FoaECASnNo Modsls km Khasif Foommam Csors, Mora. - II 



Dependant 

Kegressiem Coefficients of 


Crop 

Variable 

Cojtttajit Technolo^)' (T) 

Rainfall 




1*71-72 to 1*96-97 




Kharif rice 

Production 

3.3795.15 

1483..32I 

(111.801) 

0.0065 

0.8800 


IWI 

0.3642i 


0.0065 

(OOOII) 

0.5698 

Kharif jowar 

Production 

7038.729 

22.416 

(31.1581 


0.0209 


IWI 

0.8609 


0.0014 

(0.0020) 

0.0186 

Bajra 

Product iun 

4706.963 

71..541 


0.1284 

IWI 

-0.0377 

(38.048) 

0.0104 

f0.0022) 

0.48.54 



Maize 

Production 

5460.658 

129.957 

(22.075) 


0.5908 


IWI 

0.7842 


0.0022 

(0.0015) 

0.0X03 

Kharif fuodgraias 

Production 

58573..5! 

1765.8.56 

(160.123) 


0.8352 


IWI 

0.5055 


0.0050 

(0.0009) 

0 5122 

• 


1*71-72 to 19*5-96 




Kharif nee 

Pncduciion 

33736.42 

1489.29 

(I2U.H6) 


0.8699 


IWI 

0.3663 


0 00645 

0,5682 




(U.(X)II7) 


Kharif jowar 

Produclion 

6849.39 

31.754 

(33.142) 


o.o.too 


IWI 

0.8448 


0.0016 

(0.0030) 

0.0264 

Bajra 

Produclion 

4831.33 

57.703 

(40.250) 


0.0532 


IWI 

-0.0474 


0.01 OS 

(omi) 

0.5057 

Maize 

Production 

.5478.1 

128.195 

(27.479) 


0.5645 


IWI 

0.7820 


0.0023 

(0.0015) 

0.0X18 

Khonf foodgrains 

Production 

58594.60 

1763.470 

(173.476) 


0.8179 


IWI 

0.5055 


0.00.50 

0.5124 





(U.OOlO) 



Table 5: Fokecast and Actual PROoumoN of Khabo Puchmrains. 1994-95 ro 1995-97 

(Afit UUlHtu) 


Crop 

1994-95 

1995-96 

1996-97 

Forecast 

Aclua) 

Forecast 

Actual 

Forecast 

Acluol 

MihUII 

Kharif rice 

72.19 

72.60 

72.41 

70.10 

72.37 

71,46 

Kharif jowar 

- 

5.87 

- 

5.86 

7.73 

7.01 

Bajra 

8.15 

7.16 

6.09 

5.38 

6.35 

7.97 

Maize 

8.81 

7.64 

8.76 

8.43 

8.85 

9.27 

Kharif foodgrains 

99.70 

100.64 

101.95 

99.70 

103.14 

104.69 

AWW // 

Kharif rice 

71.34 

72.60 

70.68 

70.10 

71.44 

71.46 

Kharif jowar 

- 

5.87 

- 

S.86 

7.77 

7,01 

Bajra 

8.26 

7.16 

5.92 

5.38 

6.64 

7,97 

Maize 

9.10 

7.64 

8.50 

8.43 

8.79 

9.27 

Khanf foodgrains 

100.03 

100.64 

102.51 

99.70 

103.(10 

104.69 


Nnte- ~ Jowar production forecasting model did not give a good fit for these yean. 
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noMB 2A; Rslatmmw utwibn Rainfaul and Pmwuction Index of Weathk Infuanci; 



Year 

-Roinrall Index -Index of Wealher Inlliiencc 


Fiuiwe 2B: RiiLATiufaHlP ietween Rainfall and Pxomictkin Index of Weathex Infli'Entf 



Year 


-Rainfall Index — Index of Wealher Influence 


Initialed. Rainfall and technology explained 
about 9S per cent of the variability in 
production of kbarif rice whereat the fame 
facton explained 92 percent of the variability 
in production of kharif foodgrains, in maize 
about 60 percent and bajra about 33 percent. 

Almoat similar rcaults were obtained in 
Model II. The results of Model II showed 
that technological advancement has 
signiricanlly influenced production of khanf 
rice, kharif foodgrains. maize and to some s 
extent bajra. Technological advancement " 
alone explained the variability in production 
to the extent of86-89 per cent in kharif rice, 
82-83 per cent in kharif foodgrains and 57- 
59 per cent in maize. Technology did not 
explain variability in production ofbajraand 
Jowartoany signitlcant level. The fluctuation 
in production from the trend as reflected by 
the index of weather influence (IWI) is 
signiftcanUy influenced by the rainfall index 
in cose of rice, bajra. kharif rotxlgroins and 
to some extent maize. The rainfall itulcx has 
not explained the variability in production 
of jowar around the trend to any significant 
level. 

Testing the Models 

Predicted models based on lime scries data 
were used for making forccatit. for the year 
immediately after the year which was covered 
in the scries. Forexiimple. predicted nHxlcIs 
hased on the time scries data of 1971-72 to 
1993-94 were u.sed to forecast production 
for 1994-95 and those based for the period 
1971-72 to 1994-95 were used to forecast 
for 1995-% and so on. The forecasts were 
made taking into consideration the likely 
rainfall and technological dcvelopmeni in 
the year for which the forecasts were to be 
made. The forecasts of production were 
compared with actual official estimates of 
production to examinethc reliability ofthese 
forecasts. The forecast and actual production 
of various kharif foodgrain crops of rice, 
jowar, hajra. maize and total foodgrains for 
ihc year 1994-95. 1995-96 and 19%-97 
based on Model I and Model II are shown 
in Table 5. 

A comparison of production forecast hased 
on these models and actual estimates obtained 
under general crop estimation surveys 
IGCES) revealed that Ihc difference between 
the forecast and aciual production of total 
kharif foodgrains and kharif rice has been 
very marginal in the range of 0.5 to 3.0 per 
lent in all these three years. The difTerence 
between forecast and actual production of 
individual kharif crops of jowar, bajra and 
mai7.e is, however, relatively large in the 
range of 5-10 per cent but the difference in 
ihe forecast and actual produiiion of total 
pniduction of these kharif coarse cereals was 
r’niy 1-2 per cent. Thus, the forecasts of 
product ionofkharifricc.kharifcoarsc cereals 
and lotal kharif foodgrains hased on these 


forecasting models were quite close to Ihc 
actual pnxiuciion during the lost three years. 
This shows that these updated models could 
boused for forecastingof all-India production 
of kharif foodgrains under given different 
rainfall situation. 


The India Mcteonvlogical Oepartnieni has, 
in May 1997. predicted that the south-west 
monsoon in India during this year in the 
country as a whole is likely to be about 92 
per cent of its lung period average value 
within an error limit of a, 4 per cent. In other 


Ta«le 6: FottECASTS of PaotHimoN of Knarif Fckjoormns, 1997-98 

< Mn IrtHnfr) 


Crop 

Produciion Foiccoits for l997-9g under 

DilTeiem South-West Monsoon Situauons 

Arnial 

Prodoction 

1996-97 

Model 

1 

Model 

11 

92 Per Cent 

96 Per Cent 

92 Pet Cent 

96 Per Cerg 

Kharif nee 

72.89 

74.16 

70.92 

72.84 

71.46 

Kharif jowar 


7..59 

7.59 

7 62 

7.01 

Kharif bajra 

.5.93 

6.17 

6.09 

6..32 

7.97 

Kharif maize 

8.95 

8.92 

8.86 

8.94 

9.27 

Tout khanf foodgrains* 

102.62 

104.76 

103.71 

103.71 

104.71 


* Total khanf foodgrains, in addition to above fourcrops, also inclnde ngi. (mail nulleta mmI kharif 
pulses whose nonnal production u 2.50, 0.80 and .5..50 ran tonnes, respecuvdy. 
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wotds, expected rainfall is in (he range of 
88 to 96 per cent of the normal. However, 
half the south-west monsoon season, i c, 
June and July is now already over. The 
behaviour of south-west monsoon so far 
revealed that though its onset was delayed 
hy about a week, total rainfall this year has 
been normal and well distributed over space 
so far. As on July 31, 1997. 29 out of 35 
meteoRtlogieal sub-divisions had received 
normal rainfall and for thecountry a.\ a whole 
total rainfall was observed as 98 per cent of 
long period average value for Ihi.s time of 
the year. This shows that if south-west 
monsoon continuc.s to behave favourably in 
rest of the sea.son the country may expect 
a normal rainfall, hut closer to the upper 
range of the IMD's forecast, i c, 96 per cent 
of the normal. Taking into consideration 
various scenarios of rainfall situation and 
predicted forecasting models, the forecasts 
of production of major kharif foodgrains for 
1997-98 arc shown in Table 6. 

An examination of Table 6 shows that if 
the south-west monsoon turns out to be 
normal with 96 per cent of the long period 
average - the upper I i mit of the IM D’s forec.xst 
- the production of kharif foodgrains during 
1997-98 is likely to be 103.7to 104.7million 
tonnes a.s per Model II and Model I 
respectively. It would be lower by 1,2 to 1.5 
million tonnes, if the south-west monsoon 
remains only 92 per cent of the long period 
average as per IMD's forecust. However, if 
the south-west monsoon rainfall is 100 per 
cent ofihe long penod average, the production 
of kharif foodgrains may reach 106 million 
tonnes in 1997-98 as against 104.70 milium 
tonnes in 1996-97. Production of kharif rice 
is likely lo he about 74.16 and 72.64 million 
tonnes as per Model I and Model II 
respectively with rainfall a.s 96 per cent of 
the long penod average. The production of 
kharif coarse cereals (excluding ragi and 
small millets! is predicted at 22.7 to 22.9 
million tonnes. 

The above forecast of kharif production 
is based on IMD's foreca.st of total rainfall 
and did not consider any major aberrations 
m its temporal and spatial distribution. The 
forecast of production would change in case 
there is early withdrawal of south-west 
monsoon or a tong dry spell in some major 
growing rcgion/staie in later part of the season. 
However, if rainfall is normal in the rest of 
the south-west monsoon season, i c, August 
and September, in the current year, the 
productionofiraal kharif foodgrains in 1997- 
98 may be in the range of 104 to 106 million 
tonnes as detailed earlier. 
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ECONOMISTS discussing public sector 
reform in India often talk of a particular 
dilemma - in industries enjoying incraasing 
returns introduction of more competition 
will reduce the scale of operation and hence 
push up unit cost. To take a very recent 
example, in the concluding part of their 
excellent survey of industry {India 
Devrlapmfnt Reftort edited by K .S Parikh, 

1997) Sen, Sarkar and Vaidya state: "'I'he 
policy que.slinn here is a com|^icatcd one 
that has to do with the claiisic trade-off 
between scale ccononiies and market power. 
Typically, if one is to introduce more 
competition in markets firm size may have 
to be reduced via policy actions, but this may 
involve firms being saddled withhighercosts 
because of the presence of economics of 
scale." 

The point we want to make is (hat this 
trade-off (based on declining average cost 
of production created by increasing returns) 
is not a genuine one for public sector 
entcrprisc.s (PSEs) suffering from rumpanl 
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cost inefficiency (or X-incfliciency). Tli 
world of PSEs mired in sloth and slack 
light years away from textbook cost curve 
Gibbon's observation on the Roman Icgior 
in (he declining years of the empire fits ot 
PSEs admirably well: "Their vices wet 
inherent, their victories were accidental an 
the cost of their maintenance exhausted th 
substance of (he stale they were unable t 
defend." The much discussed Iradc-ol 
completely loses its lorcu if firms at 
operating i n the uneconomic region far abov 
the true (minimised) cost curve defined h 
the technology frontier. They can be force 
onto that frontier only if they arc to.sscd int 
the sea of competition (domestic an 
international) wilh the understanding thi 
nobody will come to their rescue if they ta 
to swim. 

A simple diagram will make my posilio 
clear. The curve AA is the true average coi 
of an increasing returns firm. The iradc-ol 
refers to a movement along the curve. Ri 
if (he actual position of a PSE is at a 
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uiwconomlc point like M, then a reduction 
of output due to greater competition may 
actually lead to a fall in cost if there is a 
concomitant elimination of internal 
inefTiCiency (movement from M to N). 

The theory of the firm that, to my mind, 
is pertinent to the problem of rejuvenating 
a non-performing PSE is the evolutionary 
theory with dynamic capabilities forming 
the central core of the analysis. Enormous 
potential for scale and scope economies 
offered by modern technology can be 
exploited only by very careful co-ordination 
and control exercised through orgmisational 
structures and systems designed by an cver- 
alen management. It is a great pity that 
economists do not pay sufficient attention 
to the work of economic historians like Al fred 
Chandler, the chronicler of American 
capitalism. With well chosen case studies 
Chandler has thrown very interesting light 
on thedynamic process through which global 
competitive advantage was gradually wrested 
by Gennan and American companies away 
from the British, although it was the British 
who were, in many cases, the first in the field 
and had all the resouroes and markcLs under 
their control. The crucial element was the 
superiorabilityofihcirrivalsioexploii scale 
and scope economies through adoplion of 
new products, new processes and new modes 
of organisation and control. To quote from 
the bcMk, Scale and Scope; The Dynamici 
of Industrial Captiulism (Harvard U niversity 


GIVEN the invisibility of dalit peasantry in 
subaltern discourse and the ‘guest 
appearance' of this question in mainstream 
dalit discourse, it was expected that Milind 
Bokil's article ‘Pnvatisation of Commons 
forthePoor' (£/*lV. August 17,1996) would 
offer a fresh and insightful treatment of the 
dalit’s land question. But Bokil’s piece, 
instead impoverishes the undemanding of 
agrarian empowerment of dal Its and its 
implication on the social relations in the 
rural Maharashtrian society. 

The article is fraught with factual 
inaccuracies, poor statistics, lack of 
theoretical framework, poor sense of 
historicity (i e, absence of appropriate 
context), internal inconsistency and a sense 
of elitism. Bokil’s stalistics conceal more 
than they reveal. His data are from stale 
government sources which are seldom 
accurate. This data while showing the 
legulariiation of gairan land of dalils, do not 
reveal how much gairan land has been 
actually transferred in the name of dalits in 


Press, 1990); ‘Hite potential economies of 
scale and scope, u measured by rated 
capacity, are the physical characteristics of 
the production facilities. The actual 
economies of scale or scope, as determined 
by throughput, are organisational. Such 
economies depend on knowledge, skill, 
experience and teamwork”. 

Neoclassical theory is at best inadequate, 
and at wont misleading, because it treats 
tlicse economies as immediately available to 
all and attainable by all. The maior problem 
is that of trade-offs on the frontier. If life 
were that simple! After reading Chandler it 
is impossible not to feel that in Ihe absence 
of well-functioning managerial systems, 
supporting infrastructure (including 
informalion network), firm level strategics 
and investment capabilities the textbook cost 
curves ate but figments of the theorist's 
imagination. 

Tlicic is absolutely no need to analyse 
“these trade-offs for each of the relevant 
industries before one can come toaconclusion 
about the desirability ot a particular policy 
action regarding firm size” (Sen. Sarkarand 
Vaidya). What should be done for PSEs is 
clear: i niFoducecompetilioii. raise managerial 
autonomy and stick firmly to the commitment 
that non-performing units will not be bailed 
out with taxpayer's money. Whether it would 
ever be done in an Olsonian stale like ours 
IS, of course, a different and far more complex 
question. 


Maharashtra mgcncral, and Laturdtsmii in 
particular. The question of actual transfer ot 
land IS important because according to a 
rough estimate of Bhaskarrao Jadhav, the 
leader of Lai Nishan Party (Lenin wadi). Ihe 
Bhumi Hakka Saurakshan Samilt (Committee 
for Protection of Right to Land) consisting 
of Icfi and democratic groups in the states, 
out of the total encroached area (as shown 
in the government records) nearly .SO per 
cent is actually controlled by Ihe sicile social 
forestry department.’ Social activists argue 
that the regularised gairan land of the dalits 
was cocrci vely acquired by the social forestry 
department. But Boki I' s figures do not show 
the extent of land alienation due to these 
practices of Ihe department. 

Even Ihe land data given by Bokil .tboui 
the two talukas of Laiui district do not tally 
with Ihe Ihe gairan land actually in the 
possession of the dalits. For example, in the 
village Wadvol in Ahmadpur taluka. Ihe 
government record and Bokil ’ s figures show 
29 dalit beneficiaries. But our field 


verification informs us dud only 18 dalits 
got their plots regularised, and that too after 
40 years. The remaining land bdonging to 
Ihe dalils was transferred to non-dalit castes 
by Ihe revenue department through spurious 
lepi transaction. Moreover, Bokil does not 
ntcniion the eviction of Subhash Kasbe by 
the social forestry department from his 
regularised land in the same village a few 
years ago. K asbc has not been able to recover 
his land from ihcdepaftmenl. He was severely 
beaten up by the forest guards when be tried 
to oppose plantation on his legitimate piece 
of land. 

Similarly, the case of piran land in Loni 
village in Udgirtaluka of Lalurdislncl shows 
(hat Bokil IS unawareofihe usurption of dalit 
resources by the dominant power nexus in 
the village. Bokil’s figures show that there 
arelObenericiaricsofreplarisation ofgairan 
land in Loni. But at present on this 50 acres 
gairan, instead of a food crop, stands a hup 
educational complex run by a local lord. 
Have the dalits sold the land? Can they do 
it? If not, how has Ihe land transfer taken 
place? On further inquiry, it was revealed 
that the dalits had been forcibly displaced 
from their land to implement the grand 
design of the village sarpanch. the forest 
dcpartnacnl and the education bosses. The 
evicted victims narrated that the sarpanch, 
despite opposition from some gram 
panchayat members, took the decision to 
hand over the regularised land to Ihe forest 
department which subsequemly handed it 
over to Ihe educational mslitution at Udgir. 
The dalits did protest against their land 
alienation bui their protest was crushed by 
the powerful educational lobby by 
implicating Ihe dalils in a cnminal case. 

The above case belies Bokil’s naive attenqx 
to underplay the role of gram panchayats in 
the process of dalit land alienation (p 2258l. 
In fact. Ihe anti-dalit role of ;he gram 
panchayat structures in dalit land alienation 
has been adquately highlighted by other 
siudic.s on the panchayats in Maharashtra.' 
Similarly, ii would he worthwhile to know 
how the mahars. who now ate reclaiming 
their land, were alienated from their ’wtfan’ 
land, particularly in western Maharashtra. 
What has happened to the Patil Committee 
report on mahar watan land? Why is it not 
being made public? Is it because its 
publication would expose Ihe sugar co- 
opcTdlives, the slate transpon cotponuiaa. 
and other dcsignes of the government? 

The dalit protest against Ihepowerful nexus 
in Loni also questions Bokil’s rather sweeping 
observation that (he entire process of gairan 
regularisaiion docs not involve much 
opposition from non-daiit castes. In hret 
how tense the gairan struggle between the 
dalits and (he non-dalits is, can be seen in 

Vijaynagar village in (Jdgii taluka. Ibereare 

press leporu on similar dalit and non-dalit 
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struggleovcnhegairan land in Konda village 
in Nanded diiOiict.' However, in some villages 
like Wadval.2^ri Budruk. Himpelner.ihcre 
was no direct opposition of the non-dalils 
to the gairan rcgulorisation in the name of 
dalits. But there are reasons for this. Firstly, 
the non-dalits no more gr.i/c their cattle on 
the common gra/.ing ground as there ate 
hardly any domestic cuttle left, and whatever 
left ate, they arc taken for grazing on private 
fields. This fnmiiywise cattle-tearing has 
come into being because the dalit.s have 
given up their tniditional duty of taking all 
(he village cattle for collective grazing on 
(he gairan. In some cases, like Wadviil, the 
grazing grounds arc so far anamg that the 
non-dalit.s find it difficult to take the cattle 
there. 

Secondly, the encroachment on the gairan 
does not bother the non-dalit.s bccuu.se the 
cultivation of common land hy the dalits 
does not threaten the market interest of the 
non-dalits. The non-dulils do not have to 
face competition from the dalits who do not 
have surplus produce to be sold at the local 
market. So.hitlcrnessisavoidcd. Why .should 
a rich farmer object to a dal it gelling hold 
of gairan land, who even after putting 
enormous labour into the barren land 
produces hardly foodgrains beyond 
subsistence levels? 

Thirdly, the gairan land docs not provide 
enough for a dalit family to .survive for the 
whole year. They have to depend on the non- 
dalits for employment. Thus, the gairan 
pos.session does not disturb the labour supply. 
In Loham village in Udgri laluka the non- 
dalits have put up no rcsislcnce simply 
because the dalits in spite of getting 
entitlement to gairan. prefer to work on the 
fields of the non-dalits where they gel 
relatively belter wages. Thus the access of 
dalits to gairan has not radically Ihreutencd 
the social power of the rich fanners who still 
continue to exett control on dalits, albeit in 
a new l.anguagc of bondage in agrarian 
relations. It is this persistence ol exploitation 
that challenges Bokil's central argument that 
regularisation ofthe gairan land is a fihcran ng 
mechanism for dalits. 

Muchagainst Bokil’s claim the possession 
of gairan land docs not stop the migration 
of dalits (p 225(1). They sca.sonatly migrate 
la the construction industry in Mumbai ami 
Pune while some dalit families go for 
sugarcane harvesting in neighbouring 
districts. Even so. the rich faiTncrs do not 
get perturbed because the labour supply ol 
dalits is replaced hy agncultural l.ihourers 
belonging to non-daht communities who 
have been undergoing a .steady pnicess of 
depeasanrisatuin all over the slate.' This 
phenomenon once again exposes Boktl’s 
far-fciched argument that the non-dalit 
reconct liaitnn to the dal it encroiKhmcni was 
a part of the g rand design i ntd ligent ly worked 


out by the middle and small peasantry to 
prevent the out-migration of dalits <p 22S8), 
Bokil's bracketing of the small peasantry 
with the middle peasanuy lacks conviction 
because outside labour has never been a 
serious requirement of the small peasantry 
even during the harvest season in these 
villages fhus, the so-called privatisation ot 
the common land (I feel uncomfurtahic with 
thi.s expression) has not rcsultcdinany radical 
shift in the village agrarian rclaiinmi that 
Bokil i.s talking about. 

But agrarian contradictions do tend to 
sharpen when dalits struggle to acquire 
surplus pnxlucing land again.st (he stiff 
opposition ofthe landholders.Thisisevident 
in Zari Budruk which Bokil overlooks in his 
article. In this village the four dalit families 
were allotted I Oocresof good quality surplus 
land belonging to a dominant peasant caste 
(yellam) landlord under the Land Ceiling 
Act in early 197()s. Later, this tract of land 
came under the command area ol the middle- 
level irrigation project consinicted by the 
state government and thus become all the 
more valuable. Ten years ago, the dalit 
Imidholdcrs were evicted from their land 
hy the yellam landlord by rc.sorting to 
tominsing tactics and nnally, ihmugh the 
court injunction. While ihcdalitsarenghting 
legal battle, the landlord has made enormous 
proftl in the last 10 years ol the litigntioii. 
Another example speaking volumes for 
intcnsificulion of such agranun conflict is 
the village Gothala where a group of rich 
peasants ki lied a dalit kotwul I amiiy a couple 
ol years ago.' • 

The quality of gairan land also raises 
questions regarding Bokil's eonicntion that 
the possession of gairan land has helped the 
dalits ral.sc the soci.il status of in the village. 
In the case of ceiling land ol Zan Budruk 
and the Gothala, the [losscssion surplus 
producing land and the resultant autonomy 
in agrarian relations did improve the 
economic .status of the dalits even through 
making it highly contention in caste terms. 
But generally the rcgulansaiion of gairan 
land in the name of dalits has not reduced 
their dependency on the land-owning non- 
dalil families, at least in the five villages wc 
covered. Rather, the acquisition of gairan 
land, instead of reducing dependency, has 
reinforced Ihcdalit vulnerability topcripheral 
agrarian capitalism. Since the gairan land in 
these rive villages is rocky, it requires a lot 
of manual labour and agricultural implements 
and assets. The dalits who can only invest 
their labour power have to dcjicnd on th^ 
rich peasantry for other requirements. Yet, 
the agncultural needs like bullocks and credit 
arc never made available to the d.ilils on 
nine. Thus agrarian relations inthese villages, 
much against Bokil's argument, show the 
perpetuation of dalit exploitation through 
patronage. In fact, Bokil misses the fact that 


it is not the subsistence gairan economy, but 
the surplus agrarian economy that produces 
tensions in agrarian relations. Interestingly, 
the gairan holders of Wadval and Zari 
villages in Ahmadpur taluka do not Uike an 
in.struTnenialist view of gaining in social 
status through Kquiiing the gainin land. 
Despite their constant humiliation, they 
continue to hold on to their land because they 
look at the gairan struggle as an integrated 
part of their history (which in case of Wadval 
.started in 1952 and in case of Zari in early 
1970s) and their future. But Bokil’s flgures 
start only from 1978 onwards. 

Lastly, let me point out two more 
methodological problems I Find in Bokil’s 
article. Firstly. Bokil considers the dalits us 
good farmers, next only to the marathas in 
the state (p 2255). But later, he sees nothing 
good in a dalit farmer (p 2258). Similarly, 
Bokil sees no contradictions between the 
dalit and small and middle peasantry on 
gairan i ssuc and this is much against the field 
reports of S P Punalekar. Yukrand, Bhumi 
Hakka Saurakshan Samiti, Bahujan 
Mahasangh and my two fPVP articles. Rut 
in the very next para, he notices capital- 
labourcontradiciion.s between (he dalits, and 
llie middlcond small peasantry (p 22). Suibha 
Brahmc and others, who have shown growing 
dcpcasantisatiun ot the small peasantry in 
Maharashtra, run counter to Bokil’s 
formulation. 

Secondly, a careful reading of Bokil’s 
article discloses an elitist cnn.struction of 
dutii issue as it is primarily couched in 'wp.' 
they' idiom. Ifonly Bokil had seen the rocky 
quality of gairan land, he would have felt 
constrained to remark that the dalit 
beneficiaries were evasive in their answers 
and unreliable in their .statements (p 2258). 
This kind of an elitist construction always 
leads to distoriion.s. I hope, this di.sturtion 
is limited only to five villages, and is not 
spread over the 30 villages that Bokil has 
covered. 

Notes 

1 The infornialion about the gairan alienation 
of the dalits is available with Bhoskorrao 
Jodliav, Lai Nishon Party (Leninwadi) Office, 
al Ahmednagor and wiih Shaotaram Pondliere 
at Aurangabad. 

2 TheBhumiHakkaSaufak.shaiiSami(iaclivixLs. 
Jaydeo Gaikwod. Murlidlur Jadhav and 
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Killings in Monuhwada'. EPIV. DecrnibeT2l. 
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Sliel Mojur (Maralhi), .Sainaj Vignyaii 
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Re-emei^ence of Janata Dal in Karnataka 


From its Ml from power in 1989 to its re-cmergcnce in 1994 and its 
success in the Gen^ Elections in 1996. the Janata Dal is a classic 
illustration of how party machines evolve. The party put together a 
workable class and caste formula to fashion a credible ideological 
identity an'd checkmate the Congress machine. The First of a 
.series of studies on the General Elections 19%. 2335 


Private Power: British Experience 

The progress of the British privatisation programme initiated in 

the late 1970s has not been entirely smooth. Arc there lessons 

for India? 2350 

Rewriting Caste Equations 

If the BJP, conscious of the changing mood in the country towards 
dalits, co-operates with the BSP in Uttar Pradesh, the alliance may well 
alter caste equations in the Hindi heartland prompting a rewriting 
of the political script. 2313 
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Shaky Rupee? 

The relative stability of the 
exchange rate has been reinforced 
by the sluggish indastrial activity 
and lower import demand. The BoP 
comfort has been provided by 
sizeable capital inflows causing 
a bulging of the foreign 
exchange reserves. 2306 


Five Steps Back 

While UNGASS did not really 
amount to a moving forward from 
the Rio Summit, there is tixlay a 
better grasp of the geopolitical 
ground realities vis-a-vis the 
envininment. 2322 


Perennial Drought 

Why is Telftngana, traversed by 
two perennial rivers Godavari 
and Krishna, chronically 
drought-prone? Can the 
siluatkih be changed? 2315 


Market Managed 

As market brands rule over 
national flags and markci-n»ourced 
information flows predominate, 
is public communication being 
distorted? 2326 


Unresolved Conflicts 

Pony elections held on the onicis of 
the Election Commission have brought 
out that in most political patties the 
inability to come to grips'with caste 
loyalties and resolve inierpersnnal 
tensions ha.s harmed the development 
of inner-party democracy. 2318 


Unhealthy Services 

A case study in Andhra Pradesh 
draws attention to the poor quality 
of public health services available 
to rural populations. 2328 


Cost of Shelter 

W'hai is the cost to the government 
of providing rent-free or subsidised 
accommodation to its staff? Does the 
prevision of subsidised housing cnoounige 
government employees to consume 
relatively more housing than they 
would otherwise have done. 2359 

Between the Lioes 

It is clear now that the modendoo 
of inflation is not so much of 

sagacious monetary maDagemeat bw 
the prodbet of wide laegintslacfeNiEi 
of demand and hence the induMital aiow 
down. The RBI Awmef Jti(pNM. 1189 
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Under the Hangman’s 
Noose 

SATULURI CHALAPATHI RAO and 
Qantela Vijayavardhana Rao. the death row 
duo in the infamous bus burning case that 
occurred in AP in 1993 resulting in the tragic 
death of 23 innocent passengers will be 
completing two long agonising years uiuicr 
the hangman's noose in Central Prison, 
Rujahmumiry, by September 7. The cam¬ 
paign for a reprieve by the civil rights and 
dalit-Babujan organisations and some other 
abolitionist groups succeeded in getting an 
indefinite stay by the central cabinet on 
execution on April 4. The two dalit youth 
condemned to death on September 7, 1995 
by a sessions court in Guntur. AP, have not 
only spent four long years in prison but have 
also undergone the traumatic experience of 
being hours away from death four timc.s. On 
February 12 last year the Supreme Court 
stayed their death warrant to be executable 
on February 20. Five days before the date 
of execution another warrant was stayed in 
September last by the AP High Court on a 
petition filed by APCLC. Seventeen hours 
prior to the sch^uled time of execution the 
apex court stayed yet another warrant on 
December 17 last. A fourth death warrant 
was .stayed by the .same court when the 
prisoners were six hours away from death. 
The order was communicated to them only 
when they were Iwo-and-a-half hours away 
from the scaffold. Thanks to the efforts of 
human rights lawyers at Delhi who moved 
the court on the slivtigth of an appeal of 
Gyanpcct Award winner M:ihaswcla Devi 
to the president of India. 

Tlie two dalii youth had absolutely no 
intention of harming, leave alone killing, 
anyone. They wanted to commit robbery so 
as to overcome their acute poverty. Ry no 
stretch of imagination are they hardened 
criminals, in fact, the two have no previous 
criminal record. They ate both extremely 
young. They commit!^ the crime while bei ng 
mentally and emotionally disturbed and ien.se 
due to their poor family situation. Their 
confessional mercy petitions poignantly bring 
out their remorse and repentance. Their 
existence dcics nut constitute a continuing 
threat to society. The probability of their 
reform aiidr^ahilitalion is very high. They 
have no*prcvious history of crime. The 
possibility of theircommitting actsof violence 
ever again is extremely low. 

Moreover, in violation of the international 
Covenant on Civil and Political Rights they 
were denied legal aid for a period of one year 
anertheirarresi. (n viewofthat.on Septernber 
13 last the UN Special Rapporteur on Extra 
Judicial, Summary and Arbitrary Executions 


sent an urgent appeal to the Indian 
government on behalf of the two prisoners. 
Famous personalities like Mahasweta Devi, 
Rajani Knihari, George Fernandes. Justice 
V K Krishna Iyer, Justice V M Tarlcunde, 
C Narayana Reddy, Bhifpen Hazarika, 
Madhu Dandavalc, Rajeev Dhavan. Justice 
Rum Bhushan Molhnlni, Rabi Ray and others 
appealed for commutation of the sentence. 
A committee for commutation of death 
sentence at these two prisoners was formed 
under the convenership of K G Salya 
Murthy at Hyderabad. 

By forgiving them and commuting the 
sentence of these two dalit youth to one of 
life imprisonment we would be meeting the 
ends unsocial ju.siice and democratic society 
in this 50th year of independence. The state 
government ol Andhra Pradesh, though it 
considered iherclcoseof life convicts on this 
iKca.sion is silent about the death convicts. 
It may he remembered here that if these two 
youth were executed, their execution will 
be the first one in AP after 20 years. The 
state go vemment could have also coasidcred 
this ca.se and declared amnesty to them by 
converting thdir sentence to one of life 
imprisonment. 

I appeal to the pnigressi ve people of India 
and abroad to appeal to the state and central 
governments to nut only consider the cose 
of Chalapathi Rao and Vijayavardhana Rao 
and commute their scnienee. but also to 
declare this much eulogised SOth year of 
independence as a no-cxecution year, if not 
the country as a nn-cxecution territory. The 
prime minister who himself was a founder 
member of abolitionist Civil Liberties 
Organisation PUCLDR should make 
capital punishment as non esiimi on the 
statute hook since it i.s cruel and inhuman, 
irrevocable, violative of right to life, and is 
not a deterrent but makes us all brutal. All 
of us must try to get an enactment in response 
to the recent appeal of the World Human 
Rights Committee to the non-abolitiomst 
states to abolish death penally by the 
year 2000. 

B Chandra Si:khar 

Guntur 

Promoting Breast-Feeding 

THE editorial note on the breast-feeding 
campaign (August 9) raises an important 
issue. Such a short-lived breast-feeding 
promotion campaign cannot capture all the 
essential messages connected with mother 
and child health. It is not true that the 
“campaign almost solely concentrated on 
the baby's welfare ignoring the woman and 
most obnoxiously the entire campaign 
seemed to focus on the woman's breast, the 


worst example of this being the UN 
calendar which carried pictures of w 
of various races and countries bi 
feeding”. In different states in E 
depending on the /cal and imaginati' 
pediatricians, the week was celebi 
How can you show the baby being bi 
fed without showing the breast? Tht 
nothing obscene in this and it has 
rightly said that breast-feeding i 
ecological act. 

In MP several district-level pcdiati 
associations organised the week in difi 
ways. In one place, thanks to the inilit 
of the collector and the local pediatri 
a big si/c feeding bottle was bur 
symbolise the end of bottle-fcedin; 
another place contrast in babies, one b 
fed and another breast-fed. was showi 
large number of mothers to drive horn 
virtues of breast-feeding. When docto 
this mothers are convinced. The b 
feeding promotion week is ju.st a syn 
event to break the ongoing onslaug 
multinationals manufacturing breast 
substitutc.s like infant milk foods and b 
and marketing them to maternity ward 
nursing homes where mothers are ter 
to put the ncu’bom.s to the bottle nipple 
the mother's nipple. The biggcst.risk t 
child is during the first hour, the first n 
and the first year. In the first hour in 
hospitals and nursing homes the babi, 
not given the nutritious cholcstrum an 
baby was separolcxl from the mother, f 
in the worldwide Baby Friendly Ho. 
Initiatives movement the hospital 
have been motivated to promote hr 
feeding immediately alter the birth c 
chi Id and get rid of the tendencies to pre 
the breast milk substitutes. 

In this campaign nobody was prcvi 
from oitieulating the problenu face 
women in the workplace tike settin 
creches, making the offices, factories, 
and service centres - mother and 
friendly. Doctors cannot change the all 
of 'others’, instead they started 
themselves changing their own attitud 
prescribe breast milk substitutes like i 
foods and feeding bottles in their 
workplaces, nursing homes and p< 
hospitals. Thanks to this Breasl-f^ 
Promoti on Week many poor and rich me 
inrural and urban areas stanedundenlan 
the serious implications of not feeding 
babies exclusively with their own h 
milk at least for the first three imnlhs. Br 
feeding is an endangered practice. It r 
an entire culture to support and nurti 
back to its full potent strength. 

Manu N Kiil' 

Bhopal 
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Jnreformed Systems 


r does not take much reading between the lines in the 
Reserve Bank of India's Annual Report IW6-97, rc- 
tsed last Sunday, to come to the conclusion that many 
Mningly positive aspects of the performance of the 
.inomy - the comfortable external payments position 
d rise in foreign exchange reserves to record levels or 
:n the moderate rate of inflation - arc really indicative 
developing soft spots, the most serious of which is 
course the deceleration of industrial growth. The 
ideration of inflation, far Irom being wholly an 
lievement of the central bank's sagacious monetary 
nagement. is thus the product ol the wide-ranging 
ekening of demand which has been responsible for the 
lustrial slow-down - consumer demand, investment 
mand from busine.ss and industry, export demand and 
vemment investment. It is the reduced demand for imports 
lilarly which, despite a sharp fall in the rate of growth 
exports, almost halved the current account deficit to 
Tcr cent of GDP in 19^6-97 from 1.8 per cent in the 
'vious year and together with the larger capital inflows 
de possible the S S.8 bn accumulation of foreign exchange 
;erves during the year. 

"he industrial situation has indeed brought to the forefront 
licy dilemmas and failures in many diflercnt areas. Un 
■ supply side, there is general agreement, inlraslruclurc 
iticnecks have held back industrial invcsiineni and 
xluction and export growth. And yet, as the Reserve 
nk's Annual Report points out, (he rate of growth of 
in outlays un infra.siructurc has come down from S0.9 
cent in 1993-94 to 6.3 per cent in 199.^-96 and 4.9 
' ecnl in 1996-97. True, investment in intrastructure, 
ether government nr private, on the required scale calls 
major institutional restructuring, such as of the state 
ctricity boards, the creation of innovative regulatory 
-chanisms and major changes in the institutional 
angements for the disposition of the community's 
ancial savings - and progrc.ss on all these fronts has 
■n painfully slow. At the same time, any significant 
<wth of government outlays on infra.struciure is hardly 
he expected without a .sea-change in the quality of the 
vernment's fiscal management and in (hat respect the 
lications are actually negative. Even P Chidamharaiii, 

' finance minister, normally nothing if not cocksure, is 
ginning to sound dubious about achieving the fiscal 
licit target for 1997'98. though, of course, he is loath 
^■nit the contribution of his mindlessly populist slashing 
personal income lax rales in the last budget to this more 
less predictable outcome. 


The recession in inclustry ha.salsoexpcctcdly led to much 
flying of the fur over whether the Reserve Bank has been 
loo monetarist in its policies. I'hc Bank has sought to 
defend itself by pointing out that the expansion of broad 
money in 1996-97 was IS 9 per cent compared to 13.7 
per cent in the previous year, that it has reduced banks' 
cash reserve ratio sharply by 4 percentage points to enlarge 
theirIcndahle resources and lhat the cumulative net liquidity 
impact of its domestic moneturv and exchange rate 
management in 1996-97 was a.s much us Rs 32 420 crore. 
Munctari.st or not, what cannot he denied is thai ihe measures 
fell eotispicuouslv short ol achieving their ohieelivcs of 
bringing down iniurest rates and increasing (lie availability 
of bank credit to indu.stry and business. Thc/lmiim /Report 
admits that while there has Iwen some softening of short¬ 
term interest rales, longer term rales have proved to he 
more rigid and also that despite the easy liquidity situation 
the rise in hank credit ha.s been subdued. In fact, allowing 
for lire fall in the rate of mllaiion. real interest laies can 
hardly he said to liavc moved down at all 

Here again the finance minister has a great deal to answer 
for. The government"s ever-growing appetite for market 
borrowing is eimiinuing to crowd our oilier intending users 
of the community's savings and. what is iinirc, even ihc 
theocratic public versus private sector argument is no 
longer leally relevant since, more and more, ii is govemmcni 
consumption and noi investment which is doing the 
crowding out. The lesson that has been driven home is 
lhat formal icform of the modalities of government 
borrowing, to which the Reserve B.'ink's Annual Repoti 
pays .so much lyrical attention, without real reform in terms 
of eonirol of governmeni expenditure and enlargement of 
government revenues can have very painful consequences 
for the economy. 

The Reserve Rank is therefore quite right to emphasise 
the need for "a more credible fiscal reform programme" 
That is not the whole story, though. A goiid part of the 
explanation why larger liqutdiiy has failed lobe irunslaicd 
into lower interest rates and greater availability of finance 
for investmeni and produelion has lo he sought in the 
funciioning of the financial system as well. The Reserve 
Bank does confess lhat “(he gains aeenicd from Ihc 
reductions in CRR and other dcregulaiory incasurcs have 
not been passed on in any perceptible manner by the 
hanking sector to the borrowers reflecting the presence 
of an oligopolistic structure in the hanking system and 
the compulsion to improve profitahiliiy in the face of 
NBAs Inon-performing assctsl", but it is necessary lo be 
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more speciric than that and zero in on the 
public sector banks. It is time for the 
Reserve Bank (as the monetary authority) 
and the government (a.s the owner) to stop 
being coy about how little the much- 
vaunted financial sector reforms have 
impinged on the organisation, attitudes 
and functioning of thi.ii enormous mu.ss 
which disposes of well over one-half of 
the aggregate financial assets of the 
financial system. 

BHOPAL 

Nobody’s Cause 

IT IS significant that in ell the pro¬ 
nouncements, analysis and critiques in 
connection with the golden jubilee of 
independence there has not been a single 
reference lo the country’sdubiousdistmciion 
of having been witness to the world's wor.st 
industrial disaster. It is in a sense the final 
act of wiping out from political memory the 
Bhopal gas disaster. And as if in keeping 
with this general 'consensus', the court of 
the chief metropolitan magistrate in Bhopal 
finally framed the now diluted charges in the 
Bhopal disaster criminal ease against the 
nine accu.scd including the then chairman, 
Keshub Mahindra, the managing director, 
Vijay Ookhale, and the works manager, 

J Mukund. With the GDI's ineptitude and 
its reluctance to deal rneaningfully with 
activists and their technical, medical, 
scientific and legal talents put at its disposal, 
things wi 11 no doubt proceed at a sedate pace. 

It has taken the Indian legal system 13 
years (o formally charge the nine accused 
of a rash and negligent act not unuiuiiiing 
to culpable homicide endangering human 
life and personal safety on an enormous 
scale. The charges have been framed on the 
lines of the Supreme Court ruling last year 
on an appeal of the then chairman of UCIl. 
and seven others which had quashed the 
charge of culpable homicide. According lo 
the prosecution case in the Bhopal court, the 
accused caused the death of 3,828 or more 
persoas by running a plant having a number 
of operational defects resulting in the leakage 
of methyl isocyanate, a lelhally poisonous 
substance from a storage tank. Also, the 
accused even though they knew the danger 
did not do anything lo prevent the escape 
of the gas. Meanwhile, the former chief of 
UnionCarbideCorporation (UCO, Anderson, 
declared an absconder for not appeanng In 
court even after repeated .summtms were 
issued, is still at large.TheCBl chief informed 
the chief Judicial magistrate that the ministry 
of external affairs has sought the opinion of 
the law ministry in the matter of the 
extradition of Anderson from the US. 

In one sense of course all this no longer 
matters to the victims. More than 30,000 


people continue to suiTer from the systemic 
damages inflicigd by the disaster. And 
regardless of medical opinion from the world 
over, many who have died are not regarded 
as victims of the disaster. There are thus 
many who have died in the last 13 years 
whose death icmainsuncompcnsalcd. While 
research on the disaster has launched many 
a medical/scientinc career, the outcome of 
the studies has neither influenced the course 
of treatment of the affected in the city’s 
numerous public and private hospitals nor 
has it been incorporated in the legal casc.s. 

At another level, the state’s often 
deliberately nonchalant attitude - as seen in 
the functioning of its agencies - is a matter 
of deep concern, A recent joint statement by 
activists' organisations in Bhopal has roundly 
criticised the "deliberate negligence of the 
CBIandihc studied apaihyofthc government 
of India in pursuing the cnminal ease". It 
pointsoui that the CBI'ls bereft of elementary 
knowicdgeon howto proceed against UCC". 
The C'B 1 has resorted to seeking ^joummcnls 
on the plea that the lawyers handling Ihc 
ease on its behalf are busy with other ‘more 
important’ eases, despite Ihc court’s demand 
that a proper appearance be made. Activists' 
groups who had sought and had been given 
permission lo intervene in the ease are 
handicapped because they arc not allowed 
to act directly in court and Ihc CBI refuses 
to even discuss its moves with them, when 
in fact it is well acknowledged Ihot the ease 
will benent from (he information and the 
expertise provided by these groups. 

it is not that political leaders, of all colours 
and shades, have not expressed (heir distress 
at themunnerin which thccntiieBhopalca.se 
has been proceeding or abou I Ihc poor med icol 
response of the slate. But these statements 
have not been translated into any son of 
action. The problem is that the victims do 
notconstitutcapolitically influential section. 
They are the urban pour, and yet nut poor 
enough - they largely arc, or were before 
the disa.stcr, peliy workers, daily wage 
labourers or the unemployed eking out a 
precarious living on the urban margins. They 
are people who ought not to have been there 
at all. for they represent the failure of the 
state to keep its promises of agrarian 
development on the one hand and industnal 
progrcs.s on the other. In consequence, (hey 
do not constitute a legitimate political 
constituency. This is an important reason 
why no political party has ever, even in the 
early ycarx of the disaster, dared to espouse 
(he cause of the disaster victinu. In addftion, 
of course, there are other reasons; (he 
enormous hold that UCIL hod on Bhopal's 
institutions, its close links with professional 
and political elite of the city and the Indian 
state's ambivalence towards multinationals. 

1 f there is a single monumental failure of the 
Indian state apparatus in (he last SO years. 


it must surely be its ineptitude with regard 
lo the Bhopal disaster. 

GUJARAT 

Congress Dilemma 

THE Congress in Gqjarat is in a quandary. 
On the one hand, it is fairly convinced (hni 
continuing to support ShankersinhWaghclu'^ 
minority government in the state is an 
unrewarding exercise. But on the other, 
withdrawal of support to the government ai 
this Juncture will only beneflt the Bharatiya 
Janata Party < R JP) without yielding gains for i 
the Congress. Hence, despite issuing threat I 
of wilhilrawal of support for the post one- 
aiul-a-lialf month, the Congress is yet 
awaiting (henpportune moment to impicmcni 
it.s decision. 

The staicCongress leadership got unnerved 
when It scn.sed Waghcla aiming to carve om 
a scjiaratc vote bank for his Rashtnya Janutu 
Party (RJ P) soon after winning thcR^hanpiir 
by-elect ion. The .sops announced by Waghclu 
during his felicitation rallies were directed 
at Ihc same electoral base which IhcCongresj 
claims to be its own. Since then, theCongre» 
has given up 'unconditional' support to the 
Waghcla government, and has been taigetin; 
Waghela for not con-suiting it before taking 
‘policy decisions ‘. By alleging corruption id 
power, port'and revenue deals and favouritism 
in allotting land at prime locations in 
Gandhinagar, Baroda and Surat to builder 
and mduslriulist fnends at throwaway pna-s 
the Congress Ims denied the image of (t 
Waghcla government. The election of anii.| 
Waghclu Ahmed Patel to the Congresij 
Working Committee and ihercplacemeni i 
prn-Waghcla Prabodh Rawal by ann- 
Waghcla C D Patel as the state party chn 
clearly indicate that the balance has til: 
against Waghcla in the Congress camp. 

Waghcla.incrca.singly unsure of Congas 
support, has been playing upon populu 
.scnlimenl to ensure hi.s political survival. 
settle scores with the BJP and project hi mv 
as a protector of the dalits, he not onf 
goaded the dalit organisations in the sum 
toorganisc a siatcwidcbandh in (he aftermu 
oi the desecration of Ambedkar's statue 
Mumbai, but announced monetary help 
the viaiim of the police firing in Mum) 
and sent a special delegation to the presit 
demanding the dismis-sal of the Shiv Ser 
BJPgovcmment in Maharashtra. Moieovt 
during his visits lo Saurashira and Kutc 
he has been hinling that he favours sm.ill 
states so os lo gamer support from the 
regions. By inviting railway minister Ra 
Vilas Paswan and RqJ Babbar of <1 
Samajwudi Party to attend the fn 
anniversary of (he formation of (he RJU. 
is also seen hobnobbing with the Unit 
Front. 
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Blithe real threat to Waghela ii emerging 
fmm within hit own party. Ro&ignatiotu of 
(WO cloic aides of Waghela - Punhottam 
Solanki from the chaiimanthip of Gujarat 
niral housing corporation and Kanaktinli 
Mangrula from the chairman.ship of Gujarat 
stale fertiliser company - accusing Waghela 
orhigh-handedness has severely undermined 
(he Waghela government. A dissident group 
(s coalescing around Mangrola and is keen 
to return to the BJP in case the Waghela 
government falls. It is this prospect that is 
tlclerring the Congress from going ahead 
with Its plan of toppling the government. 


MEDIA 

Thicking ‘News’ 

Wllll.E intcmationully tilde is wide publicity 
given, c.spcdally in the western media, to 
instances of state censorship of ihe media 
m developing countries, the self-censorship 
evident in mainstream newspapers and 
television is hardly ever recognised as such. 
In the event, the large numbci of ‘news' 
^lories which never make the news become 
p.iri of the territory of the altcmaiivc pross. 
In the proce.ss. the stories themselves, no 
mailer how relevant, become branded anti 
Ihe mainstream media becomes increasing! y 
winy of touching them unless of course they 
ecomc especially 'newsworthy' for one 
reason or the other. This sort ol censorship 
IS more diftieult to deal with than Ihe suite's 
upon censorship or even the newspapers'. 
Iniercsiingly, a group at the Sonoma 
.'nivcrsiiy in Califomia in the LfS has been 
nimitoring the under-reporting of stones in 
|he inainslream media under a projeei named 
’roject Ccnsoretl. The group publishes each 
li.ir 25 of the most under-reponed stories, 
jifien carried only in the aliernutive media. 
Commentin;' upi>n Project Censored's 
yj? eolleeiton, an editorial m WorUliaiicii 
iiiims out that not only arc some issues and 
‘vents under-reported, but a morecnmplex 
riiress is at work which makes for 
jaginented information which does not in 
Iny way furthcrtheprocc.ssof understanding 
1 particular situation or development. Tills 
|appcnsp3nlybct'uu.scthedemandsot ‘news' 
rc such that an event or story is rarely 
lillowed up once it ceases to be ‘news’ or 
[It hurts a particular interest, especially ol 
te concenicd niedia-owiuTs. This has 
pppened in Indin in recent times in the case 
is'ixirting on medical issues, as well as 
I labour issues. Unfortunately, there is in 
dm no comparable body which tracks the 
‘'lia.lnancnviroimient when thedctinitiun 

i 't'hai is news is defined by the owners 
the media and. as an niliclc elsewhere in 
issue (pp 2326-2331 ) suggests, is being 
niiHiied by ‘market-soufeed information' 
ttc is a need to come to terms with the 


issue of this sort of scif-censorship. Often 
the altoniBtive media is projected os the only 
purveyor of relevant news. And yet the 
alternative media can only prompt or stimu¬ 
late change in^the mainstream media - it 
can only be an interface, but cannot take on 
the role of the mainstream media. It is not 
enough then to be cynical about the media: 
there is a great need for concerned journa¬ 
lists and media researchers to draw attention 
to the unwritten news stories and force a 
redefinition of the currently dominant 
concepts of news. 

CHARITY 

Case for Closer Look 

A correspondent writes: 

THE recent Judgmciii by u Delhi court which 
found the US food agency C ARE guilty ol 
criminal violalion ol copyright and ordered 
it to pay a fine ol Rs 5,0(X) underscores the 
need for a governmental inquiry into the 
activities of various foreign agencies 
opcniling in India in the name ol charity. 

I n the com sc ofa 26-year legal proceedings 
against CARf: (by PN Krishna Murthy, an 
Indian author of children’s books who alleged 
that the US agency had infringed (he 
registcredcopynghtofhishiHtkon nutrition), 
a lot ot details about (he agency's aeitvitics 
III India and abroad have come to light. Eirsi, 
It has been revealed now that despite )l.s 
claims, CARE isnotuchanlablcorganisuiton 
at all. It is registered as a firm dninghusincss, 
III the Dismcl of Columbia in the US. 
Secondly, CARE ilsclfsubmiticd before the 
Irtal court lb.!! subsequent to the filing ot the 
copyright case against it by Krishna M urthy. 
It hud destroyed ail its books ot accounts and 
financial records relating to the case. .Such 
vs'ilful destruction of material evidence 
atlr.icis Ihe provision of Section 204 of the 


Indian Penal Code. Thirdly, its executive 
director had been convicted and sent (o jail 
for a year by the Slate Supreme Cou It of New 
York for misappropriation and financial 
crimes. 

That CARE is involved in commercial 
activities is further confirmed by the initial 
developments that led to the copyright case. 
CARE a^ked Krishna Murthy to publicise 
in his book an American food product for 
marketing in India. When he refused to do 
so. CARE infringed his copyright. In fact 
this isnot the first time that CARE has come 
under a cloud in India. In 19KI. several MPs 
in parliament (including the present home 
minister, Indrujii Gupta of the CPI) raised 
questions uboul the activilies of CARE in 
India. Replies hy the concerned ministries 
revealed that in violation of Ihe (hen Indian 
government’s original 1950 agreement with 
CARE, instead ot using its own funds for 
ctiantuble work in India, it was ubiatnitig 
funds from various stale governments - on 
the plea ol meeting its ‘administrative 
charges’. 

But, in spite of this record. CARE has not 
only been able to cunimuc its uficrations in 
India with impunity, but afsoappeaiMu have 
managed to iricl Ihe judiciary on various 
1 'CCiision.s. On one pretext or another, it had 
siicccedc JI n stalling the proceedings during 
the last 26 years hy persuading the court to 
adjourn the case. During the latest stage also 
It wanted to cross-examine Knshna .Murthy 
for the third lime, but the judge rejected the 
plea When in July this ye.ir, ihejudge finally 
passed the vcrdni ot guilty. CaRE put in 
apica forlcnicncy inthcawardof punishment 
on ihe ground that it was a ‘chantahle 
organisation' and that it had already stood 
trial lor a very longtime. Strangely tnoL^;., 
the judge responded to its plea by accepting 
Its claim lobe a 'charitable urgani sation and 
allowed it to get away with a line ot only 
Rs 5.(KX) 


Subscription Ralen 
Inland 

(including Nepal and BhuianJ 



Six tiKinths 

One year 

Two jvars 

u« rupees) 
Threw vean 

Insliiuiions 

- 

MX) 

II2.S 

16.50 

Individuals 

2Sk) 

47.S 

875 

1275 

(.'onerssional Kates * 

Teacbcrs/Rescarchcrs 


.525 


900 

•Siudenis 

- 

2Z5 


- 


Cuncessional rules are nvaiiahle only in India To avail of cnneessional rates, certifiealr from 
relevant inslilulion is essential 

Kcmillanee by money unier/bank drafl/puslal older reqiH-sled. Please add Rs 14 to outstaCioo 
eheijues towards hank collection charges. 

Foreign (in US it 

_ Air Mail _ Surface Mail 

Instinniisns Individuals Instituiions Individiuh 
Poikislan. Bangladesh and Sn Umku 80 50 65 50 

USA. Canada. UK. Europe. Japan. 

New Zealand, Ausitalta and Russia 150 100 ^ ^ 

All other counirics 100 70 70 50 

All rcmillances to Bconandc and PuHlical WeeUj 
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CURRENT STATISTICS 


EPW ResMTch FoandatfoD 


InduslnnlinvrftfmmtliiopiiMl^ tlk^d willilhc ^oventitienl m the {xM-lihcraiikaiiohpenod between August 199| mhI March 1^^, fCpmcotlQg investment worth Rp6.97.991 
m»re ami a «hm't eniphvymem pcMcniial of ^ nrn. revcoi htur dj<tfifk.t leatures a alowclown la ibe value of the pmpotaii aiace the begiaiMag of 1096; coMeMntioa 
ot iN-oiet'is iu u fow industnes with throe, nanioly. chcnucaU (exchttfaiig lertihxeri), meullurgicai industries ami textiles accoantlni fv moce than unU'half; c ojioenir twe 
ID a srares. with Maharashtra, Gujarat and UP. the top thicc*. aceoucKifig for nearty onr<half; and fbneigii equity, rhoagh in most casei small, compruiaf 15.5 per 
«.eni nt lotal itiveMinotii iii tlio .iggrtgjte 

Macroeconomic Indicators 


Index Numhers of Vl'hulesale 

Weights 

Aug 23. 
1997 

Over 

Oviir 1 

-Variaiion fP 

2 Months Fiscal Yc 

or Cent): 
ar So Far 

PoilU-iu-Pi, 

1996-97 

lint_ 

1995-96 1994-95 1993-94 

Prices (1981-82 = l(K)) 



Month 

1 attest 

Previous 1997-98 

1996-97 





Alt ComnuKlitics 

1(8).() 

326 6 

0 3 

3.9 

6.2 2.1 

5 0 

6.9 

5,0 

10.4 

10.8 

Priniorv Articles 

Food Articles 

32.3 

3.38.1 

0.1 

.3 8 

7,0 2.6 

5.9 

7.0 

.5,4 

12.7 

II..5 

17.4 

386.4 

-0.5 

4,8 

9.2 2 2 

7.0 

9.6 

9,8 

11.9 

4,4 

Nuh-FimhI Articles 

Id 1 

341 5 

1.4 

2.7 

3.7 4.0 

4.8 

3.5 

-1.9 

tS.3 

24.9 

Fuel, Power laglil and Lubncaiils 

10 7 

149.2 

« 

5 7 

16.2 1.2 

II 9 

16.9 

3.7 

2.4 

I3.I 

Maniifaclurcd Produci.x 

57 0 

316 2 

0 4 

3.6 

4.0 2.0 

3 3 

4.9 

5.0 

10.7 

9.9 

Fotid PnxJiictJi 

10 1 

325 5 

1 4 

8 6 

,5 .5 .5 4 

10 7 

14.1 

-0.7 

8.1 

12.3 

Fotui Index (computed) 

All ComimKlilies (Avcnij;ic Basis) 

27 5 

364 0 

0.1 

hO 

7.8 3.2 

8 2 

11.1 

6.3 

10.6 

7.0 

T April .5-Augusl 23. 1997) 

UK) 0 

323.9 


6.3 

6 0 5.2 

5 2 

6.4 

7.8 

109 

8.3 



Lalcsf 



Variaiion (Per Cent). 

I'oinl-lii-Poinl 



Cosl «r l.iving Indices 


Month 

Over 

fKcr 12 

Months Fiscal Year .So Fur 1996-97 IW.5-96 1994-95 

1993-94 




Month 

lailcsi 

Previous 1997-98 1996-97 





Industrial Workers (I982=.10()) 


15.5" 

0*> 

(SO 

88 1 1 

44 

10 0 

89 

9.7 

9.9 

UrKmNon-ManEnip(l9X4-«5=|()0)(For l99f.-97)288" 

0 7 

9.1 

10.0 9.1 

8.2 

- 

8.2 

9.9 

8.3 

1 Apn I-ah (1 VK6-S7-I00 mLiii 1: lacror 5 K'U 

259" 

0.4 

4 9 

8.8 -l.l 

4.2 

10 5 

7.2 

11.1 

11.2 

Money iind Bunking (Rs cron:) 

Aug 15, 



Van at ion 






1997 




Fiscal Year So Ftu 







Over Month Over I’car 

(997-98 ( 996-97 

1996 97 

1995-96 

1994-95 


Monev Supply (Ml) 734719 36fil(().5) 103789116 5) 34536(4.9) 26y2.3{4..5) 96176(15.9) 

CiHTcni-y ivilh Public 140490 -227.51-16) 16526tl3..3) 80.57(6.1) 5706(4.8) 14)75(12.0) 

nepoMts willi Banks 5X9980 73|.5(13) 88096(17 6) 2S46<>(4.5) 19480(4.0) 82107(17.0) 

Net BankCrwiil tottivl 3138(5 160711),5 ) 35740(12.9) 25018(8 7 ) 20.317(7.9) 310.38(120) 

BankCreiljUi)Comml Seemr 375.(15 270.3i-0.7) .3690f)(10.9) 40(n«B) -62391-1.8) .3()7()6(«9) 

Nel Korcipn Exchange Asset-. 115196 186211.6) 27780(31.8)12282(11.9) 527.5(6 4) 2077.3(2.5.3) 

Reserve MonoKAug 22) 204.382 -20.59(-l 0) 1667.5(8.9) 4,3.37(2.2) -6751(-3.5) .5587(2 9) 

Me) RBICreJit'lo Centre (Aug 22) I l2S25-l()21.5(-8 3) -147581-11 6) ■ 8277(-6,9) 8415(7 1) 19.34(1.6) 

RBirreiJ)ll(iBks/Ci>mmSeci(Aug22) 12‘)(.1 82(06) -7621-56) 2921-2 2) - I5087I-.52.4) -lS.557(-.54 0) 

.Scheduled CnuinKTcial H.inks 

Deposils .528455 ,3761(0 7) 77255(17 1) 22856(4.5) 17.3X1')(4 0) 71780(16,5) 

Advances 276535 -l9<)91-().7) 27921111 2)-18661-0.7) -540l(-2 1) 24187(9.6) 

Nun-FcKKl Advances 267197 -18,381- 1)7) 28914112 1)-.36071-1.3) .5941( 2 4) 26.58(8109) 

Invesnncms 221700 6774(3 2) 47.399(27.2)31186116 4) 95l‘;(5 8) 2573UI56) 


I7.3X1')(4 0) 71780(16,5) 
-54011-2 1) 24187(9.6) 
- 59411 2 4) 26.581x10 9) 
95l‘;(5 8) 2573UI56) 


72581(1.3.7) 
17.577(17,.5) 
5.5042(12.9) 
3,5.360(1.5.9) 
51925(17.7) 
3I09(.3.9) 
25176(14 9) 
198.55(20.1) 
8747(43.6) 

4696(812 I) 
4245.5(20.1) 
44938(22.5) 
1.5529(10.4) 


97019(22.3) 
18.380(22.3) 
77781(22.2) 
18.501(9.1) 
.54949(23.1) 
24420(44.7) 
.3061(822.1) > 
2130(2.2) I 
8067(67.21 I 

71726(22.8) i 
47144(28.7) 
45776(29.8) 
16731(1261 


Index Numbers of Industrial May Fiscal 3'cai .So Far __ _F iscal Year Averages _ 

ProducHon (|y80.Xl=t(K)) Weights 1997 (997-98 (996-97*” (996-97 l-TyS 96 (994-95 1993-94 1992-93 1991-92 


General Index 
Mining and (Quarrying 
Manufacturing 
Eleclncitv 


l(K).00 .303.9 30,5..3(8 1l 282 3(8 7) 302 1(6,5) 283 6( 11,8) 253 7(9 4) 232.0(6 0) 218.9(2-1) 213.9(06) 

11.46 2744 2709(6,8) 253.7(4 4) 269 7(0 9) 2b7.3i7 4) 248.8(7 5) 231 .5(3.5) 223 7(0.6) 222.5(0.6) 

77.11 2980 3013(9.1) 276.1(10.3) 299.3(7 8) 277.6113 I) 245.4(9 8) 223 .5(6 I) 2107(2.2)206.2(-0.8) 

1143 .3734 366.4(3.71 3.5.3 2(4 2) 1.52 9(3 81 140 1(8.1) 3(4 6(8 5) 2W»(H7 4) 269 9(5 Oj 2.57 0(8..5) 


CapiUl Market 


B.SE Sensihve Index (1978-79=1(8)) 
BSF,-l()0 (198.3-84= 100) 

BSE-2(8) (1989-90=1(8)) 

NSE-.50 (Nov 1, 1995=|IXK)) 

Skindia ODR imtex (Apr (5. 1994=100) 


Foreign I'radc July 


Scpi 5, Month 
IW Ago 


4012(14,9) 4.548 
1755(109) 1980 
192(117) 440 
1149(11 .1) 1273 
757'89.K) h().57 


IW7-98 -So Fur (996-97 
Trough Peak Trough IVak 


_ End of Fiscal Year _ 

1990-97 1995-96 1994-9.5 


3508(5.8) .3427 
1.582(3 8) 1489 
35l(26| 313 

1012 970 

(yiOk 1.38) 67 33 


Exports, Ks crure 
I ,S S mn 
hnports Rs crore 
E’S S n)n 

N(in-K)L OS S mn 
Balance of Trade Ks crore 


US S nin -426 


1997-98 


.39493(3 5) 
110.34(1,0) 
46029(8.9) 
12860(6.3) 
10206(12 I) 
-65.36 
-1826 


1996-97 


(995-96 


3.361 ( -0.2) 
l464(-5..5) 
328(-5.0) 
na 

72.76(-7.3) 


1994-95 


3816.3(236) 117.525(105) 106.353(28.6) 82674(18.5) 
l(W24(!l.l) ,3.1106(4 1) 31797(20.8) 263.30(18.4) 


42266(17.4) 1.36844(11.6) 122678(16.3) 

t2(8W(5 5) 38548(5 1) .366^(28 0) 

9l02r-fi4) 2X931(-1.0) 2920(28 5) 

-4103 -19319 -16325 

-1175 -.5442 -4881 


2920(28 5) 
-16325 
-4881 


89971 (23,1) 
28(S54 (22 9) 
22727 (29.5) 
-7297 
-2.324 


.3.367(3.3) .3261(-I3.7) 
l.54y(-3..5) IbOM 12.2) 
.345 (-6,3) .368<-l8,2) 
na na 

78.53(0 7 ) 77.99 


199.3-94 l*)92-9' 


69751(29,9) .5.3688(21.91 
22238(20.0) 18.537(3 8i 

73101(15 3) 63375(32,41 
23.106(6.3) 21882(12.71 
17.5.52(11.2) 15782(12.31 


Foreign F-xebange 
Keservex (excluding gold) 


Aug 29. Aug 30, Mar 31, 
1997 1946 1997 


Rs ci(>re 

96221 

64148 

80375 

3215 

32073 

1.5846 

.5422 

21649 

-7302 

18402 2 

1 'S i mn 

26510 

1^986 

22369 

443 

8524 

4141 

860 

5243 

-.1690 

5640 


nu not available * unchunged neg negligible 


2302 
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I UiwtrUl iB Mitw t ii t I nt catto irt tad Foreign CoUaborsthiM (Aasurt 1991 to February 1997) 


A Indwirial Investment Intentioas 


Proposed 

Investment 

(Ksetote) 

Proposed 

Emptoyment 

(Nuinben) 

B Foreign Component of the Proposed Investment in India 

Category 

Number 

Category Number 

Foreign Equil) 
(Rs crore) 

Industrial eniicpfcneur 

29,074 

5,52,346 

51,24.626 

Foreign Direct Investment 

4.411 

85.355 

memoranda (lEMs) 




Non-tesideni Indian 

444 

3,965 

Letters of intent (Lois) 

2.820 

92,654 

6„50.724 

100 percent Export Oriented Units 

1.012 

6.712 

100 per cent export oiicnled units 

2,9.17 

52,598 

5.11,499 

Global Depository Receipts 

42 

11,909 

Total 

34,811 

6,97,598 (b) 

62.86,849 

Total 

5,909 

1,07.941 (a) 

Share of proposed foreign equity investment us percentage of total proposed investment [(a) as per cent of (bl) 


(I5..5) 


11 Induitrlal Invetlmnit Intcntlaiui (InduirirywlM) (August 1991 to March 1997): Percentages to total within brackets 


Sch Scheduled Industry Croups Number of 

Ind Total Prupo.suls 

Nos (lEMs-fLols) 

Inihistnal Entiepicneuis MemurundodEMs) 


Letters uf Intent (Luis) 

Numbers 

Filed 

Proposed 
Investment 
(Rs crore) 

Proposed 

Employment 

(Numbers) 

Numbers 

Issued 

Proposed 
invcstmcni 
(Rs crore) 

Proposed 

Empluymcni 

(Numhersi 

IV 

Chemicals (except fcnilisers) 

5463(16.93) 

5179(17.61) 

II 27.30(20.34) 

651606(12.61) 

284(9.95) 

.30636(32.8,3) 

540.30(8.09) 

1 

Melolluigical industries 

5117(15 86) 

5060(17.21) 94551 (I7.(K)) 

981488(18.99) 

57(2.00) 

523(0.56) 

9654(1.45) 

23 

Textiles 

5021(1.5..56) 

4518(15.36) 

859.57 (15 51) 

102761(814.88) 

50.1(17.6.)) 

4218(4.52) 129760:1943) 

35 

Cement and gypsum 

728 (2.26) 

70t (2.39) 

4.3385 (7.83) 

1760.59(3 41) 

24(0 84) 

759(0 81) 

5296(0.79) 

24 

Paper and pulp 

1276(3.96) 

12.30(4.18) 

29834 (5 38) 

202373(3.92) 

46(1.61) 

32.56(3 49) 

25.570(3 83) 

.18 

Misc industry 

2267(7 01) 

2245 (7.63) 

25812 (4.66) 

316(8)1(6.11) 

22(0 77) 

956( 1 02) 

134810 50) 

5 

Electrical equipments 

1872 (;i 80) 

1800(6 12) 

2.3771 (4.29) 

277.544(5.37) 

72(2 52) 

,57.1(0 61) 

19524(2*^2) 

27 

Food processing industry 

1701 (5.27) 

1651 (5.61) 

23663 (4.27) 

324943(6.29) 

.50(1.75) 

1977(2 12) 

4732(0 71) 

18 

Fertilisers 

21.5 (0,671 

215 (0 73) 

15219 (2.75) 

64876(1.26) 

(RO.OO) 

0(0.00) 

(KO (XJ) 

7 

Transportation 

494 (1 53) 

437 (1 49) 

141.33 (2.55) 

1489.5(82 88) 

57(2.00) 

4826(5 17) 

.10796(4.61) 

6 

Tclecoininuiiicalions 

979 (3 03) 

935 (3.18) 

13275 (2..39) 

1.54.585(2 99) 

44(1 54) 

681(0 73) 

1422.3(2 13) 

28 

Vegetable oils and vanuspati 

(618(5 021 

1606 (5.46) 

1.30*31 (2.-36) 

(9.188(83.75) 

12(0 42) 

WkOlKr) 

1141(0.20) 

8 

Industrial machinery 

719 (2 23) 

687 (2..14) 

10.562 (1.91) 

85592 (I 66) 

32(1.12) 

I5(.(0.I7) 

4092(0.61) 

30 

Rubber goods 

393 {1 22) 

380 (1 29V 

9649 (174) 

82852 <1.60) 

1.3(0,46) 

77«1 (I8\ 

1922(0 29) 

12 

Misc. mechanical and engg ind 

43.3 (I..34) 

409 (1.39) 

6.595 (1.19) 

.50737 (0.98) 

24(0 84) 

84(0 09) 

1484(0.52) 

2 

Fuels 

269 10.8.3) 

152 10.52) 

4652 (0 84) 

22076(0 43) 

117(4.10) 

23890(25 60) 

27729(4.15) 

33 

Class 

111 (0.41) 

128 (0 44) 

4080 (0 74) 

1301(1 to 64) 

1(0.11) 

22(0 021 

76(80.11) 

16 

Scienunc instruments 

200 (0.62) 

2(K) (0.68) 

3568 (0.64) 

44608 10 86) 

0(()(H)) 

(80.(8)) 

(80 00) 

22 

Drugs and plianniiccuticuls 

1202 1.1 73) 

511 (1 74) 

.3351 (0.60) 

64317 il 24) 

691(24 22) 

4727(5 07) 

66115(9.90) 

13 

Coinm/ofncc/houichold equip 

197 10 61) 

185 (0 63) 

3153 (0 57) 

37112(0.72) 

12(0.42) 

43|() 05) 

26(.7(040) 

4 

Prime movers 

293 (0.91) 

293 (1.00) 

27(8) (0 49) 

480.19 (0 93) 

0i().00) 

(80.00) 

0(000) 

34 

Ceramics 

228 (0.71) 

221 (0 75) 

2185 (0.39) 

.1.16,58(0 65) 

7(0 25) 

60(0.06) 

400(0,0f.) 

25 

.Sugar 

366 (l.l 1) 

26 ( 0 09) 

15.58 (0,28) 

15164 10 29) 

.14(8 11 92) 

104.58(11 21)171714(25.71) 

9 

Machine tools 

124 10 18) 

117 (0.40) 

1280 (0 23) 

24876 (0 48) 

7(0,25) 

1.3.5(0 )4) 

828(0.12) 

29 

Soap CosnKliCs Toiletries 

14.3 (0 44) 

134 (0 461 

1154 (021) 

.18527 (0 75) 

9(0 32) 

40(0 04) 

568(0.09) 

11 

Phoiograpliic rilins/iiapcr 

112 (0.15) 

III (0.38) 

1115 (0.20) 

9781 (0.19) 

1(0.04) 

1(0,00) 

5.5(0.01) 

20 

Ixnlhcr 

264 (0 82) 

110 (0.37) 

10.38 (0 19) 

28155 (0.54) 

1.54(5 40) 

2781(2 98) 

42.390(6..35) 

II 

Earth moving inachitK'ry 

41 (0 13) 

41 (0 14) 

814 10.1.5) 

9675 (0 19) 

0(0 00) 

(80 00) 

(XOOO) 

10 

Agnculluml machinery 

24 (0 07) 

21 (0.07) 

.12 (001) 

.11(8) (0.IH>) 

.1(0.11) 

41(004) 

4961(0 74) 

Others (10.1.5.17.21,26,32 and .37) 

370 (1 16) 

101 (0351 

14.34 (0.26) 

10619 (0 31) 

269 (9.44) 

2.346(2 52) 

41802(6 27) 

Total 

.12260(liM(X)) 

29407(100(8)) 

.554161(1(81(8)) 

5|67819(I(XK8)) 

28.53(10000) 

93326(100.001 667761(10*..00) 

111 

liiduilrial Investment Proposals (Stalvwise) 

(August 1991 to March 1997): Percentages tii total within brackeu 


i 

Maharashtra 

568,1( 17 62) 

5238(17.811 

toot 19(18.06) 

88013,3(17 03) 

445(15 60) 

11312(12.12) lll.39Stl6.68) 

2 

Gujarat 

4734(14.(i7) 

4369(14 86) 

111.396(20 09) 

7.39472(14 11) 

165(12 79) 

18086(19.38) 

54011(8.09) 

3 

UltuT Pradesh 

3204(9 93) 

2597(9.85) 

53.542(9.66) 

500906(9.69) 

307r 10.76) 

8469(9.07) 

89161(13 35) 

4 

Tamil Nadu 

31.59(9 79) 

269(89.15) 

33258(6.(8)) 

4.37717(8.47) 

469)16.44) 

9277(9.94) 

97057(14.5.3) 

5 

Andhra Pradesh 

2210«i.85) 

1904(6 47) 

41912(7 92) 

.3.34601(6 47) 

106(10 73) 

8969(9.61) 

61745(9.25» 

(i 

Haryana 

2079(6,44) 

192.3(6.54) 

19505(3 .52) 

,109173(5 48) 

I.56(.5.47) 

3814(4.09) 

44205(6.62) 

7 

Madhya l*rudcsh 

1839(5.70) 

1722(5 861 

46494(8.19) 

.389052(7 53) 

117(4 10) 

2688(2 88) 

25686(.3.85> 

K 

Rajasthan 

1687(5 23) 

1607(5 46)' 

2.5426(4..59) 

299188(5 79) 

80(2 hO) 

1.5.3(81.64) 

I4.3*)4(2.I6) 

9 

Puniab 

1586(4 92) 

1476(5 02) 

18467(3 33) 

376.31(87 28) 

11(8.3.86} 

4108(4 40) 

38779(5.81) 

It) 

West Bengal 

1262(3.91) 

1196(4 07) 

174.34(3,14) 

209(U7(4,().5) 

66(2 3)1 

.3908(4 19) 

16.309(2.44) 

11 

Karnataka 

I22,1|3 79) 

10.5(83.57) 

26677(4,81) 

178514(3 45) 

171(6 06) 

8551(9.16) 

5695318.531 

12 

Kerala 

.380(1.18) 

.3.32(1 13) 

547.1(0.99) 

.54713(1.06) 

48( ( 68) 

1762(1 89) 

9469(1 42) 

13 

Himachal Pradesh 

.326(1 1)1) 

298(1 01) 

7186(1..30) 

740.58(1 43) 

28(0 98) 

371(0 40) 

484(80 72) 

14 

Bihar 

289(0 ‘JO) 

2.58(0 88) 

58.39(1.0.5) 

42910(0 83) 

31(1.09) 

790(0.85) 

12621(1.89) 

15 

Ori.ssa 

223(0 69) 

196(0.67) 

708‘J(I.28} 

71712(1.39) 

27(0.9.5) 

5.161(5.74) 

10717(1.60) 

16 

Assam 

7.3(0,23) 

62(0.21) 

2.548(0 46) 

7668(0 15) 

11(0.19) 

24.3(k:.60) 

4278(0.64) 

17 

Jammu and Kashmir 

55(0.17) 

52(0 18) 

251(0.0.5) 

22829(0 44) 

1(0.11) 

11(0.01) 

965(0.14) 

18 

Meghalaya 

11(0.03) 

11(0.04) 

24li0.<)4) 

1289(0 02) 

0(0.00) 

0(0.00) 

(8000) 

19 

,5ikkiin 

HHO 0.3) 

9(00.1) 

25(0.00) 

780(0 02) 

1(0.04) 

5(001) 

204(0.03) 

21) 

Atunochal Pradesh 

6(0 02) 

2(0 01) 

38(0.01) 

172(0 00) 

4(0.14) 

1(0.00) 

.52210 08) 

21 

Nagaland 

5(0,02) 

4(0.01) 

141(0.03) 

712(0.01) 

1(0.04) 

(80.00) 

(80.00) 

22 

Tripura 

4(0.01) 

4(0.01) 

104(80.19) 

1.347(0.01) 

(80.00) 

0(0.00) 

(80.00) 

21 

Mizoram 

0(0.00) 

0(0(8)) 

(80(81) 

0(0.00) 

0(0 OU) 

0(0.00) 

0(I).(I0) 

24 

Mortipur 

0(0.00) 

(HO.OO) 

0(0.00) 

(kO.OO) 

(80 00) 

(80 00) 

(80.00) 

25 

Goa 

262(0 81) 

231(0 79) 

.359.5(0.65) 

26470(0.51) 

31(1.09) 

111(0 12) 

.3I6.5(a47) 

Tetritories/moR than one state 

1950(6.«3) 

1876(6,37) 

24645(4.46) 

209(340(4.06) 

74(2.60) 

1772(1 90) 

lll»S(i.«9) 

Total 

32260(10000) 

29407(100.00) 

5.54.361(100.00) 

.5l67839(l()0.oa) 

2853(100.00) 

93326(10000) 

66776UI0QlO») 


SIA Stalisucs, Socretariat fia Industrial Assistance, Depaitmem of Industrial Policy and Promotion. Mimstry of India. OOt. 
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LARSEN & TOUBRO 

Cost Squeeze 

THE largest engineering and con&toiction 
company in the private sector and the second 
largest cement manufacturing company in 
India, Larsen & Toubro (L&T) saw a mixed 
performance in 1996-97. The company 
performed well on the operating from by 
notching a 23.4 percent increase i n operati ng 
profit on a 24.9 per cent increase in net sales 
and a 2S.I per cent increase in value of 
production. However, steep increases in 
interest charges (up 52.8 per cent), depre¬ 
ciation provision (up 25.6 per cent) and tax 
provision (up 51.1 per cent) eroded the 
company’s margins considerably and it only 
managed to post a mere 2 per cent increase 
in its bottomline over the previous year. 

The company has four major business 
divisions. Theengineering,pnK'urcmenl and 
construction (EPC) division contributes 55 
per cent of total turnover; Ihecement division 
contributes 17 per cent; the electricals and 
electronics division contributes 14 percent; 
and theearthmoving and construction equip¬ 
ment division brings up another 7 per cent. 
The company claims that the main reasons 
for the pressure on margins were depressed 
cement prices and escalating costs. The slow¬ 
down in the construction industry in the 
latter half of 1996-97, the lack of infra¬ 
structure and overall slowingofthe economy 
also added to the company's woes. 

However, the cement division continued 
to enjoy its leadership position in the market. 
The first phase of the company's Gujarat 
cement plant commenced commercial pro¬ 
duction during the year and even achieved 
the rated capacity. Clinkerisation of the 
second phase of the plant has reportedly 
commerKed. as has the construction work 
at the Tadpatri cement plant in Andhra 
Pradesh. The latter i s expected to commence 
commercial production dunng the current 
year. The company is also setting up captive 
power plants at Awarpur and Gujarat so as 
to ensure continuous availability of quality 
power at reasonable cost. 

Further, L&T has already optimised the 
capacity of the proposed Bhilai power project 
at 574 MW (2 x 287 MW). The company's 
glass container project at Nashik has also 
started commercial production and the plant 
is expected to stabilise during the current year. 

The industrial equipment di vision received 
several orders under the global competitive 
bidding procedure. It also received a 
significant order from Reliance Industries 
for the supply of fluidised catalytic 
regenerator, weighing 919 tonnes with a 
diameter of 16.3 metres and a height of 39.5 
metres. Incidentally, this is the largest and 


heaviest equipment ever to be designed or 
built in the country. The electrical group 
continued to maintain its leadership position 
in low voltage switchgear and pcti^ pumps. 

The project business continued to focus 
onengineenng procurement and construction 
activities and identified process technology, 
engineering and project management as thrust 
areas fordt^clopmcnt. The division installed 
and pre-commissioncd the process platform 
for Enron's Tapti offshore project, which 
has been designed to handle 5 mn cubic 
metres of gas and 3,000 barrels of oil per 
day. The project group loo maintained its 
le^ership position in the primary reformer 
segment of the niiiogenousfcitiliserindustry. 

It also achieved a breakthrough by securing 
an order forrevilmping the ammonia synthesis ^ 
loop for Rashiriya Chemical Fertilisers. 

On the con.siruction front, major orders 
completed during the year under review 
included a 4,(XX) capacity indoor stadium at 
Sri Kantccrava sports complex, Bangalore; 
switchyard structures for Madras Cements; 
and supply and erection of transmission 
towers for Jindal Vijaynagor Steel. 

The company's slock, meanwhile, quotes 
at around Rs 260 on the bourses. discounting 
its 1996-97 earnings per share by 16.3 times. 

CENTURY ENKA 

PFYGlut 

Century Enka, a R K Birlu group company, 
wilnc.s^ mixed performance in 1996-97. 
While net sales and value of produciiim fell 
by 8.9 per cent and9.8 percent, respectively. 
the company's'operating profit was lower 
by 10.2 per cent over that in the previous 
year. 

However, a steep decline in i merest charges 
(down43.6percent),depreciation provision 
(down 13 per cent) and lax provision (down 
22.4 per cent), helped the company post a 
higher bottom line (up 23.3 per cent) over 
the same period. 

The company prudently maintained the 
dividend rate at las* year's level of45 percent 
even though earnings per share (face value 
Rs 100) improved to Rs 130.9 fromRs 105.9 
in 1995-%. Book value too improved from 
Rs 868 per share to Rs 953.8 per share. 

ThisCialcutta-basedsymhetic textile major 
blames the serious oversupply position of 
polyester filament yam (PfT) for the fallen 
its operating prolit. Further, despitetheover- 
supply position, very large polycstcrorientcd 
yam (TOY) capacities were added in the 
industry duringihcyearundcrrcvicw. Conse¬ 
quently, this has resulted in severe pressure 
on margins for the industry as a whole. 

Offtake of nylon filament yam (NFY) loo 
stagnated further eroding margins. The union 


budget too gave no relief in excise duty and 
the import duty on caprolaclum (the main 
raw material for NOY) continues at 32 per 
cent compared to 27 per cent on polyester 
raw material. 

To add to this, excise duty exemption on 
dyed textunsed yam has bexn withdrawn 
Since the company produces a large quantity 
of such dyed yams, this exemption affected 
the company’s margins. 

Century Enka is now expanding its PFY 
capacity and for this purpose has imported 
equipment. Theexpansion project is expected 
to be commissioned by the fourth quarter of 
1997. The company has already com¬ 
missioned equipment fur after-treatment 
facilities and for supply of flat yam on jumbo 
beams. It is also considering a scheme for 
expansionofits nylon tyrecoid fabric capacity 
by 5,4(X) tonnes per annum (tpa). 

The company plans to merge Rajshrcc 
Polyfils, another group company, with itself 
lociealcunenftheeountry’ s largest synthetic 
textile major, alter Reliance Induslrie.s and 
Indo-Rama Synthetics. The merger will 
increase Century Enka's partially-oriented 
yam (POY) capacity from around 20,(XXi 
tonnes to 86,6(X) tonnes. 

Meanwhile, the demand for polyester 
fi l.'imcnl yam reportedly rose by 30 per eeni 
during the year under review. Tltc reduction 
ill excise duty on PFY from 46 per cent ti> 

34.5 percent advulorm will also makePFV 
cheaper, thus promoting its consumption. 

The company hn.s also initialed talks 
with D8M of the Netherlands to strike an 
alliance for the manufacture of engineering 
pla-stic-urientcd chi ps and buttle grade chips 
This move marks the company’s first step 
lowardsdivcrsificatinninlunun-lcxiilcarc.Ls 
It currently holds a 25 per cent stake in 
Raj.shrec Polyfils, while another 18 percent 
IS held by Swedish major Akr.n Nobel and 
the rest is with financial institutions and the 
public. 

The company's shares eurrcnily quote at 
around Rs I, lOOon the bourses, discouniini! 
its latest earnings per share by 8.4 times. 1'hc 
company also plans to subdivide its Rs I no 
paid up shores into shares of Rs 10 each in 
order to facilitate trading. 

EXIDE INDUSTRIES 

Impressive Growth 

Formerly known as Chloride Indusincs 
Exidc Industries performed well in 19%-9i 
While the company' s net sales and value 
production improved by 41.9 per cent and 

38.6 per cent, respectively, its opcmttnr 
profit soared by M.l per cent over il* 
previous year. Despite sleep increases » 
interest charges (up 46.7 per cenb- 
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nnandal ladlcatafs 

Laiaca 4k Tonbre 

CeutaryEoka 

Exide 

_Inda^riea_ 


March 

1997 

March 

1996 

March 

1M7 

March 

IMd 

March 

19*7 

March 

19N 

lacamabppraprUlioiia 

I Netialei 

498234 

398988 

40015 

43937 

39702 

27979 

2 Value of production 

508831 

406721 

39781 

44118 

39636 

28593 

3 Other Income 

18200U 

144190 

1456 

1362 

247 

179 

4 Total incume 

522361 

416216 

#1237 

45480 

39883 

28772 

S Raw maleriali/sloies and 
ipaces consumed 

131602 

107491 

22543 

26923 

22831 

16273 

6 Other manufacluriDg expenses 

173810 

1.37893 

6365 

5479 

1877 

1197 

7 Renuinention to employees 

38173 

'33243 

2042 

1736 

3162 

2797 

8 Other expenses 

96467 

70890 

2858 

3067 

4904 

4064 

9 OpermlnK profit 

82309 

66699 

7429 

8275 

7109 

4441 

10 Interest 

16825 

11014 

968' 

1715 

2228 

1519 

11 Cmtt prtfil 

64870 

56947 

627.3 

6313 

4807 

2802 

12 DepieciaUan 

17560 

13978 

1691 

1944 

1144 

611 

13 Profit befiire tax 

45746 

42909 

4517 

4.367 

3656 

2186 

14 Tax provision 

6105 

4040 

1473 

1898 

563 

145 

IS Profit after lax 

.39641 

.38869 

3044 

2469 

3093 

2041 

16 Dividends 

14937 

1.3841 

1047 

1052 

923 

692 

17 Retained profit 

24704 

2.5028 

1997 

1417 

2170 

1349 

UaMllticsfasacb 

18 Paid-up capiuil 

24849 

24847 

2326 

2326 

2883 

2479 

19 Reserves ood surplus 

28563.3 

262722 

25.304 

24012 

15897 

11967 

20 Lofig-ienn loans 

151668 

68497 

4315 

4789 

8212 

6445 

21 Shart-term loans 

46898 

45272 

1318 

5175 

9590 

4753 

22 Of which bonk borrowings 

45388 

43.569 

128.5 

4627 

2264 

3252 

23 Gross fixed assets 

451421 

3382.3.3 

57746 

56387 

26232 

17985 

24 Accumulated depreciation 

101.593 

82935 

.39128 

.37039 

6180 

5247 

25 Invemofies 

131870 

111573 

9074 

10247 

10183 

8814 

26 Total osaets/liabililies 

69.3.571 

572054 

44772 

48090 

45520 

33185 

MlaecUancoos items 

27 Excise duty 

.32240 

25920 

13441 

164.56 

11237 

7960 

28 Orou value added 

112144 

99260 

9371 

10380 

10290 

7086 

29 Total foreign exchange income 

.56716 

43.369 

326 

662 

10041 

5652 

.30 Total foreign exchange ouigo 

89449 

7.5721 

3737 

3623 

2038 

1761 

Key flnaacial and perfarmance ratios 
.31 Turnover ratio 

(sales to louil assets) (%) 71.84 

69.75 

89.38 

91.36 

87.22 

84.31 

32 Soles to total net assets (%) 

97.88 

99.41 

120.30 

121.03 

108.53 

109.11 

33 Gross value added to 
gross fixed assets (%) 

24.84 

29..35 

16.23 

18.41 

.39.23 

.39.40 

34 Retuin on investment 

(giDis profit lo total ossets) (%) 

9.35 

9 95 

14.01 

13.13 

I0..56 

8.44 

35 Gross profit to sales 
(grou margin) (%) 

1.3.02 

14.27 

15.68 

14.37 

12.11 

10.01 

.36 Operating profit lo sales (%) 

16.52 

16.72 

18.57 

18.83 

1791 

15.87 

37 Profit before tax to sales (%) 

9.18 

10.75 

11.29 

9.94 

9.21 

7.81 

.38 Tax provision lo 

ptoTil before ux (%) 

13.35 

9.42 

32.61 

43.46 

15.40 

6.63 

39 Profit after lax to net worth 
(return on et|uity) (%) 

12.77 

13.52 

11.02 

9.37 

16.47 

14.13 

40 Dividend («) 

60.00 

NA 

45.00 

45.00 

37.00 

NA 

41 Earning per share (Rs) 

15.95 

1.5.64 

130.88* 

105.93* 

10.73 

8.2.3 

41 Book value per share (Rs) 

122.80 

113.46 

953.83 

867.97 

52.25 

42.22 

43 P/E ratio (hnsed on latest and 
concsponding Iasi year’s price) 

16.30 

15.85 

8.41 

18.74 

14.91 

10.20 

‘M Debt.ei|uily ratio 

(adjusted for levoluoiion) (%) 

49.70 

24.30 

19.45 

23.72 

54.51 

6137 

45 Short-term bonk borrowings 
to inventories (%) 

34.42 

39.05 

14.16 

45.15 

22.23 

36.90 

46 Suwky eiediton to 
siwd^ defaton (%> 

101.IS 

93.20 

117.00 

74.35 

30.92 

45.87 

47 Total lemuneniion to employees 
to gsog^ vahte added (%) 

34.04 

33.49 

21.79 

16.72 

30.73 

39.47 

48 Total icmaneraiion to emplayecs 
to value of productian (4) 

7..50 

8.17 

.5.13 

.3.93 

7.98 

9.78 

49 Gtom fixed asaeu fnitaaiioa (%) 

33.46 

37.88 

2.41 

2.91 

45.85 

NA 

30 Otowifa in hnwaioiks (%) 

18.19 

21.04 

-11.45 

-15.47 

15.53 

NA^ 


NA nmat not avtUMe * omim bee vahie of shaie u Ri 100. 


depfcciuion provision (up 87.2 per cent) 
and tax provision (up 288.3 per cent), the 
company's net profit was higher by 31.3 per 
cent over the same poiod. 

With earnings per share rising from Rs 8.2 
loRs lO.T.thecompanydccIaredadividend 
of 37 per cent (including 3 per cent special 
divid^). The company's book value too 
moved up from Rs 422 per share to Rs 32.3 
per share. 

The company manufactures the well known 
brand 'Exide' - a leading brand of auto¬ 
motive batteries. Ever since the Rahcjas look 
over, the company has seen a constant 
improvement in its operations. The company 
today eiyoys a market share of 60 per cent 
in the auto batteries segment. 

Exide claims that the main reason for its 
better pcrformaiKc is the restructuring exer¬ 
cise which was undertaken in 1993-94which 
included modernisation of theexisdng plams 
and controlling costs. As part of the cost 
control exercise, the company reduced its 
employee strength from 1,730 in 1992-93 
to around 1,100 in 1996-97. 

The company outperformed the indusuy 
during the year under review. While the 
replacement market grew by 14percent,lhe 
company notched a growth of 28 per cent 
in this segment. Similarly, as comfuued to 
the industry’s growth rate of 20 per cent in 
the OEM segment, the company achieved 
a growth rate of 46 per cent 

The company now supplies 100 per cent 
of Cielo's requirement, 80 per cem of all 
supplies required by TELCX) and 60 per cent 
of Opel Astra's briery requirement It is 
nowai mi ng to establish its bnnd with German 
adto giata Daimler Benz through Vatra which 
happens to be a major supplier of auto 
batteries to Daimler (for its Mercedes cars). 

Exide Industries recently commissiaiied 
its Rs 43 crore Hosur plam which has a 
capacity to manufacture up to 1 ran 
automotive batteries. The plant, which has 
been set up in technical collaboration with 
Shin Kobe of Japan, will manufacture valve 
regulated lead acid (VRLA) batteiies. This 
is the second plant in the country to do so, 
after Amara Raja Batteiies. Foltowing the 
setting up of this plant, Exide ladustries has 
reportedly dropped its ptaas to buy the Stonge 
bMtery unit of Willard India atSikandrabad 
(owned by the B P Bqioiia group). 

The company now plans to set up another 
assembly line for automotive battoies at an 
estimated cost of Rs 30 crore in the second 
phase of the Honr factory (whkh is spread 
over 63 acres) for manufacturing I j mn 
units, includingO.3 mntwo-wheeierballches- 

The company's share presemly quotes at 
around Rs 160 on the Bombay Stock 
Exchange. The market price discotma eani> 
ings per share by 14.9 timet. The coapmiy 
daims that it it taigeting a turnover of over 
Rs 1,000 crore by theliKn of the century. 
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MONEY MARKET REVIEW 


EPW Rcacardi Fomidatioi 


Exchange Rate IVemors 


An important lesson to be learnt from the recent exchange rate 
developments is that the situation would have been much less 
amenable to control had the scope for speculative operations been as 
ample as it is in, for example, some of the south-east Asian 
countries. Fortunately, the regulations relating to remittance of export 
receipts and the limited nature of hedging instruments, combined 
with the controls on capital outflow, have helped to moderate the 
exchange rate tremors. 


I 

Policy Percpectivcs 

THE developments in the foreign exchange 
market after August 20 underline the degree 
of fragility faced by the market even in a 
situation of limited freedom afforded to it 
by the authorities vis-a-vis the freedom 
enjoyed by players in the developed as well 
as many developing country financial mar- 
kets. It all started as a reaction to prime 
minister IK Gujral's interview toa financial 
daily in which he said that the government 
would shortly fix a band to signal the exchange 
rate of the rupee! and allow the rupee to mo ve 
freely within that band. He is also reported 
to have given credence to the widely-held 
perception that the rupee was overvalued 
and that it had begun to hurt exports. The 
featureof the rupee’s overvaluation had been 
aired by many official spokesmen earlier. 
Just prior to the prime minister's press 
Interview on the subject, an RBI deputy 
governor had dealt with the theme at great 
length in a speech delivered on August IS 
in which he categorically stated that presently, 
compared to March 1^3. the rupee had 
appreciated by around 14 per cent; the base 
ofMarch 1993 has incidentally been accepted 
by the official agencies as having established 
some notion of an 'equilibrium' rate for the 
njpee. After the deputy governor's speech 
and the long weekend, when the market 
reopened on Monday August 18 it showed 
no signs of having beard this comment, 
though the newspapers were full of repons, 
comments and even leaders on this revel anon. 
The next day too was quiet in the foreign 
exchange market where the rupee rate 
remained at Rs 3S.71 per US dollar (RBI 
reference rate) generally as in the whole of 
the first-half of August. However, it goes to 
the credit of the sensitive foreign institutional 
investors fFIIs) who had reacted to theoHicial 
pronouncement by resorting to a telling spree 
in the share market and bringing down the 
equity prices steeply on August 19. 

It was on August 20, when the priine 
minister's statement was published on the 


from page of the financial daily that the 
foreign exchange market reacted rather 
sharpi y to bring riown the rupee. Fearing that 
the rupee would experience aprccipitate fall, 
the RBI issued a press release on August 20 
itself contending that the repotted statement 
attributed to the prime minister, that the 
government would shortly tlx a band to 
signal the exchange rate of the rupee in 
relation to the US dollar, was mlsl^ing. 
It was ciarirted that while (he Committee on 
Capital Account Convertibility had 
recommended a band in relation to a neutral 
real effective exchange rate (REER), no 
decision in this regard had been taken by (he 
government and the RBI; while the cxclwge 
raid would continue to be determined by 
marketforccs, it was recognised that exchange 
rate management would have to balance the 
needs of (he exporters to have a favourable 
exchange rate and the need to prevent 
monetary expansion from going beyond 
what was considered appropriate for 
maintaining price stability. Even so. the rupee 
not only depreciated by as much as 1.8 per 
cent in the first four trading days but conti nued 
its downward journey throughout the 
following fortnight into early September 
(Graph A), From a steady Rs 35,70/72 to a 
dollar, it came down to 36.45/50 by the first 
week of September and then to 36.60/70 in 
the second week, thusexperiencingan overall 
depreciation of2.7per cent.The central bank 
spokesmen had been for some time trying 
to talk the rupee down but that was of no 
avail. It should be admitted that considering 
the appreciation of the rupee in real terms 
particularly against the backdropof receding 
inflation in India, the size of the rupee’s 
recem loss in value of about of 2.7 per cent 
cannot be considered as high except its 
suddenness and implied relative iiutamlity. 

While the prime minister's statement was 
the immediate trigger for the rupee's fall, 
there were also some underlying factors 
wbichcontributed toil. First, thm bad arisen 
some general shortage of liquidity in the 
forex market as the net inflows under PR's 
ponfolio in vestments had been reduced from 


$ 363 million in June to $ 274 million I 
July and further to $ 149 million in Augus 
Secondly, the earlier prolonged phase c 
stability in the exchange rate and the unusualf 
low forward premia had impaited a degro 
of complacency to i mpofters who hod dri fie 
to keep their positions uncovered an 
unhed^. As the exchange rate move 
downwards, thm arose a contagion effec 
While importers rushed for hedging Ihei 
positions, exporters cancelled their forwar 
contracts resulting in further pressure on th 
rupee. The cancellation of merchant foreig 
currency to rupee forward sale contract 
totalled $ 257 millionduring the last six day 
of transactions after August 19. whereas i 
had totalled $ 151 million only in 12 day. 
of transactions in the previous days of tiv 
month. The forward premia too rose signifi 
candy from 4-4.5 per cent for six months ti 
8-8.25 percent though it was not clear wbetbe 
any deal was struck at these levels. The sin 
of Inter-bank forward purchases betweer 
foreign currency and rupee went up from i 
1.23 billion in July to $ 3.37 billion it. 
August, of which $ 2.43 billion were in the 
second halfofthe month. As forward premi;! 
went upin thedomestic market, many loreigr 
banks caught in the oversold position were 
forced into paying pressures. In order to 
recoup the losses, these banks started 
atbitraging in the offshore market by selling 
non-deliverable forward dollar to RIs. NRIs 
and OCBs overseas where forward premii 
had risen from 10 per cent to 20 per can. 
thereby reaping profits on their net position. 

in order to prevent undue volatility, the 
RBI continued to intervene in the spot and 
forward markets, initially at a slower pace 
and then in significant armunts. During ihe 
first week of Septcmber.theRBIeven adopted 
the strategy of swaps - buy spot and sell 
forward - so as to prevent use of valuable 
reserves. In fact, for the week ending 
August 29, the foreign currency reserves nl 
(he Reserve Bank had increased by US $ 2^ 
million despite significant amounts of 
intervention. The interventions have bcce 
much higher since then in September and 
it is reported that the RBI has lost aNn 
$ 800 million from its reserves during iht 
first 10 days of September. 

The developments of the past few wceb 
have raised a few issues on exchange i* 
policy front. First, the crucial question 
whether or not there should be an exchanp 
rate band within which the central boil 
should allow the currency to fluctuate. U 
Tarapore Committee in its report on captr. 
accoum convertibility had, while suggcsn-. 
transparency in Ihe exchange rale policy^ 

the central bank,lecofranendedabandwitli. 
which it would allow the currency to nw*^ 
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The RBI governor has been, in contrast, 
aying that there cannot be such rigidities 
n exchange rate policy. Giving examples of 
.he recent debacles of the south-east Asian 
currencies, the RBI governor had argued that 
hey had occurred because the central banks 
rf those countries tried to protect their 
currencies beyond their fundamentals. Even 
Tther developed countries such as France 
ind other ERM countries did not succeed 
n protecting their currencies against the 
Tuuket onslaught. The prescription of a band 
s hardly helpful for achieving any set goals 
an exchange rate policy. 

Secondly, the depreciation of the rupee in 
he present phase has been moderate - just 
ibout 2.7 per cent vis-u-vis the dollar which 
las been far less than m the case of cast Asian 
currencies. An important lesson to he derived 
rum this is that the situation would have 
riggeied a sharper reaction had the scope 
or speculative operations been unhindered 
ind large, as in the case of other economics, 
niciegulatioiis relating toinwardieimuanccs 
)i export tccetpis and the limited nature of 
ledging instruments.combined with controls 
an capital outflows, have helped to moderate 
he exchange rate gyrations. It is because of 
his situation that the official policy of 


allowing market forces to determine the 
exchange rare orthcrupcchasretained some 
credibilily. 

Finally, the relative stability of the 
exchange rate has been reinfotc^ by the 
sluggish industrial activity and lower import 
demand, which has kept, despite stagnation 
in merchandise exports, the current account 
deficit only at abriut 1.4 to I.S per cent of 
GDP. The BOP comfort has been provided 
by sizeable capital inflows giving rise to a 
bulging of the foreign exchange reserves by 
$ 4 billion up to the end of August zluring 
this financial year on lop of $ 5.2 billion 
adde ’* during 1996-97. The fundamentals of 
theeconomycouldhavebecnsaidtobe strong 
only if export-import trade were buoyant. 


Other Develotments 
Hedge for Flls 

The Reserve Bank hat allowed Fils to 
hedge their debt investments during August. 
The suggestion was made in the Tarapore 
Committee report on capital account 
convertibility on the ground that pcmiitiioa 
to hedgedebt investments will make this area 
attractive for FII investments; the openiag 
of forward market for this segment has been 
justified as debt instniments reflect true 
interest rales. 

On other policy fronts, government 
allowed direct investment up 10 $ ISmillioo 
from EEFC account with^ reference to 
RBI. Further, the ministry of finance was 


Tasle 2: Daily Qixitatiom of Highs and Lows of Call Rates in Per Cent Per Annum: 
Simple StAtisncAL CHAiurTERiSTini 



All Four 
Weeks 
of the 
Month 


August 1997 
Week Ended 


All Five 
Weeks 

Julyl997 

Week Ended 


29* 

22 

1.5* 

8 

Month Aug 1 

* 20 

17* 

II 

4* 

Mean 

6.1 

6.2 

7.5 

6.2 

49 

4.1 6.0 

4.2' 

1.7 

3.3 

5.4 

Standaid devialion 

1.9 

0.3 

1.4 

2.5 

1.3 

2.2 1.9 

l.l 

1.0 

1.9 

1,7 

Coefficicnl of variation 










(percentages) 

.TO.S 

4.S 

18.9 

.39.9 ; 

25.9 

53.0 32.4 

25.8 

58.4 

57.2 30.7 


* Data for lepofting Fridays (RF) are omilled. 


Table I: Call Monfy Rates 

(Per ctHi Iter amum) 


AufMI 1997 _ _ July 1997 


!leiiis 

29<RF)*«* 

22« 

l.5(RP)» 

T" 

KRF) 

25 

)8(RF)« 

M 

4<RF)* 

Weekly range 

.5,75-6.50 

5.25-9,.50 

I,00-9.5C 

3,2.V8.75 

0.50-8.25 

3.00-6.50 

0.50-4.00 

1.00-7.75 

3.50-9.00 


(0.25-10.75) 

(9.25-11.00) 

(O.IO-II.OO) 

(2.00-5 00) 

(0.25-6.25) 

(3.00-10,50) 

(0.10-1,2,5) 

(0.75-5,00) 

(0.05-10.85) 

WeekeixKFHdav) .5.75-6.25 

3.25-6.00 

1.00-6.50 

4.00-3.00 

0.50-1.25 

3.004.00 

0.50-4.00 

1.00-2.00 

3.S0-S.S0 


(0.Z5.0.50) 

(9.25.10.00) 

(0.10-0.50) 

(3..50-5.00) 

(0 25-0.50) 

(5.75-7.00) 

(0.25-0.10) 

(1.00-1.25) 

(0.05-010) 

Weekly weighted na 

7.40 

5.87 

4.65 

4.76 

4.12 

1.48 

3.72 

5.44 

avenge * 

(7.49) 

(I0..36) 

(7.04) 

(2,82) 

(3.78) 

(3.34) 

. (1.1.3) 

(1.57) 

(3.80) 

kikNiie ram na 

5.75-9.50 

2.00-9.25 

3.50-8.10 

0.30-8.25 

2.73-6..50 

0.25-3.00 

1.25-7.75 

4JO-9.00 

(range) 

(0.50-10.75) (10.00-11.00) 

(0..30-11.00) 

(2.25-5.00) 

(0.40-6..50) 

(1.19-9.10) 

(O.tO-2.23) 

(0.75-5.60) 

(0.30-1093) 


f Friday being holiday,Thursday darn •• Thimday and Friday being itrike days.WedneKUy data. 

Weigbied avenge of bonowing ntea reported lo Ihc RBI by selected banks and OFHI, weighu being proportional lo amouMs borrowed, 
'iguiet in the pereMheaet tepnMni weekly range during sindtar period latt year. 
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authorised to clear foreign investment up to 
SO per cent of funds raised through GDRs 
by Indian coqxiratcs. 

Banks in Gold Market 

The Reserve Bank has authorised seven 
banks to import gold, silver and platinum 
under the new cxim policy scheme. Under 
the scheme, the imported gold/sil ver/plalinum 
could be utilised for supply to manufacturer- 
exporters of jewellery thnough outright sale 
or lending of the metal. Banks would also 
be able to sell gold/silver to the holders of 
Special Import Licence (SIL) as well as to 
returning NR is. The vaults of banks author¬ 
ised by RBI will be regarded as bonded 
warehouses, and no payment of any duty is 
involved. The new regulation confines the 
responsibility of RBI authorised banks to 
safecustody ufthe precious metals.informing 
the customs authorities in case of default and 
recovering the precious metal or its value in 
case the value of gold is not paid for. 

II 

Call and Forex Markets 

After a long spell of low interest rates, the 
overnight call market moved towards 
firmness with occasional dips (Tables I and 
2 and Graph B). Opening at R.25 per cent 
on August 2, the call rates dippcdlto 4.2S 
per cent in the same aflcmuon antUpmained 
range-bound between 4 to 5.25 per cent till 
August 11. However, the rates shot up to a 
highof8.5percentonAugusi I2andfurther 
to 9,5 per cent on August 13 as the sy.slem 
was drained out to the extent of Rs .3,990 
ciore on account of a scries of government 
paper auclion.s and some foreign exchange 
outflow which was an unusual experience 
inthcreccntperiod(Table3).OnAugust f3, 
the largest lender in the call market. State 
Bank of India, kept out of the market on 
uncertainty over repaymem of FCNRfA) 
deposits the next day. 

Dunng the second fortnight, the call rates 
began descending gradually from 9.5 per 
cum on August 16 to close at 6.25 per cent 
on August 26. On August 28 and 29. the bank 


Omth C: Yku) Curves for 364 -Oay Treasury Bills and Daieo Sbcurities: Day op Maxuruu j 
TRANSA(TK),ss(AtJuusr27, l 997 )DuRiNU’niELASTWEBKOF AuQun '1997 


1 

g 

CJ 

3 


13- 


10 ■ 
9 - 
6 ^ 
7 - 

B ' 
5 

3 

d 

1 • 
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Dated Securitiei 
(L^ maturity in 2007) 


364-Day Treasury Bills 
(Last maturity in April 98) 


-■A—* -A—A—A—A—A —A- A- A—A—A- -A—A—A—A —A— 

Periixi to Maturity in Ascending Order 


Ta*ij: 4: AomoKS nr 14-Dav Treasury Bills 


(Amimitl in nipre.s cnin 


Date of 

Bids Tendered 

Bids Accepted Subscnpiion Face 

Cut-off 

Cut-off 

Amouni 1 

Auction 





Devolve! 

Value 

Price 

Yeild OuBtanrlid 


No Face Value 

No 

Face Value 

on PDs 

of Total 

(Rupees) 

Rate 




(AinnunI) 


(Amouni) (Amounll Bills 


(Percent) 








Issued 










(Ainount) 




(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8l 

(91 

(10! 

1997 










Aug 8 

6 

2855.10 

fi 

2855.10 

0.00 

.3005.10 

99.81 

4.95 

6114 


(2) 

(1.50) 

(2) 

(150) 






Aug 14 

4 

3000 00 

A 

3000.00 

0.00 

.312.5.00 

99.81 

4.95 

6111) 


(1) 

(125) 

(1) 

(125) 






Aug 21 

4 

4000.00 

4 

4000.00 

0.00 

41.50.00 

99.81 

4.95 

727' 


(1) 

(1.50) 

(1) 

(150) 






Aug 29 

7 

.1922 00 

7 

.3922.00 

0.00 

4047.00 

99.81 

4 95 

8197 Ofl 


(1) 

(12.5) 

ID 

(12.5) 







Figures in parentheses in cols 2 to S represent numbers and amounts of non-enmpetitive bids whd 
are not included in the lutal. 


Tabi.l 3 ; Estimatio Flow or Lkjuiixty wro the Rnanciai. System ourint. August 1997 


IRupet.t i mm 


Week Ended 


29 



22 



15 



8 


Inflow 

Outflow 

Net 

Inflow 

Outflow 

Net 

Inflow 

Outflow 

Net 

Inflow 

Outflow Ne 

14-day T bills (Auction) 

.3000 

4000 

-1000 

.3035 

.3000 

35 

.3011 

.3035 

-24 

2920 

.3011 -1 

91-day T bills I Auction) 

.300 

.300 

0 

1.50 

.300 

-1.50 

III 

300 

-189 

150 

.300 -l< 

364-<lay T bills (Auction) 

225 

400 

-175 

- 

- 

- 

382 

1072 

-690 

- 

- 

Coupon Payments 

1065 

- 

1065 

.339 

- 

.339 * 

- 

- 

- 

381 


Net Foreign Assets (Vonationl 

- 

1400 

-1400 

1.398 

- 

1398 

- 

88 

-88 

1053 

- I(« 

Govt Market Borrowing* 


- 

- 

- 

- 

- 

- 

3000 

-3000 

- 

. 

Total 

Memo Items 

4.590 

6100 

-1510 

4922 

3300 

1622 

3.504 

7495 

-.3991 

4504 

3311 lH 

Open Market Operations (RBI) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

.3 

Repos by RBI 

2000 

- 

2000 

3200 

2000 

1200 

8250 

74.50 

800 

3500 

4000 


Nntf A negative sign implies net outflow. - meam nil. 
• Tenustive esumote bos^ on preceding week 
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employees* Mrikedtys, voy fewdealtcould 
take plwx in the range of 2-3 per cent (Graph 
A). Even the general firmneu in the second 
half of August was related to the skirmishes 
in the foreign exchange market. 

lU 

Primary Market 

Dated Securities 

As the endof the slack season was nearing 
hut the system still faced surplus lii)uidity, 
the RBI entered the market twice during 
August tocomplete the government's market 
horrowingprogramme os quickly as possible. 
On August II. the auction of eight-year 
government stock, 2(X)S for the notified 
amount of Rs 3,(X)0 crorc wiincssed an 
overwhelming respon.se a.s the RBI received 
466 bids for Rs 9.844.34 crore, out of which 
only 87 bids were accepted for the notified 
amount at a cut-off yield of 11.19 per cent. 
After the portly-paid paper in November 
1994, this wa.s the first eight-year paper 
although there were a number of papers 
maturing in 200S. The large response helped 
RBIofferacouponralconthe.sccurilywhich 
was lower than the rate expected by the 
market, thus lowenng the yield curve. The 
pent-up demand for government paper sent 
IIS price up to a premium of 40 paisc in the 
secondary market. 

The five-year paper auctioned later on 
August 30 - a day prior to the redemption 
of I3.S0 per cent 1997 stock which had a 
maturity value of Rs 7,000 cmre - was. 
however, arcccni turningpoim in the primary 
market. In sharp contrast to the exuberant 
response to the auctions conducted in the 
previous month, the market response to the 


present auction was lukewarm. For the first 
time in the current financial year, the 
government faced such a sixeabic 
undersubscription. For a notified amount of 
Rs 3,000 crore, it received bids for only 
Rs 2,833.77crore. Theresultwosasignificant 
dcvolvemcnt on the RBI and the primary 
dealers (PDs) os also an upward shift in the 
yield curve. As against 11.19 per cent for 
eight-year bond and 10.85 per cent for an 


earlier four-year bond, the cut-off rate for 
the five-year paper was flxed at 11.IS per 
cent for an amount of only Rs 2,036.77crore 
through 127 bids. iHie RBI took a 
dcvolvemcnt ofRs 1,143.28 crore and PDs 
had to take the full commitment of Rs 1,800 
crore as devolvcmem. At a time when the 
market was flush with funds ottd low interest 
rates were necessary for a pick up in industrial 
activity, an upward shiO in the yield curve 


Taslg 6: AixmoMS iif 364-UAr Trsasusy Bius 

(Ammnt in rupees crt>re) 


t>alc of 

Auction 

Bids Tendered 

Bids Accepted 

Cut-off 

Price 

(Rupees) 

Cut-off 

Yield 

Rale 

(Per Cent) 

AnMwm 
Outstanding 
on the Dale 
of Issue 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

19% 

August 14 

30 

537.00 

14 

382,(K) 

88.80 

12.61 

3960 

August 28 

18 

269..50 

9 

225.fX) 

88 80 

12.61 

4019 

1997 

August 13 

56 

1598.04 

32 

993,40 

(80) 

92.31 

192.31) 

8.33 

18.33] 

15095 

August 27 

6 

.763.00 

1 

.300 00 
(KW) 

92.31 

(92,311 

8.3.3 

(8.33} 

15270 


figures in nuind brackets represent devolvcmem on primary dealers. 

Figures in square brackets represent weighted average price and the respective yield. 


Table Resoi'kce Mobilisation TiiKuoaH Puvate Placement 

{Rupees cmre) 


Year 


Pnvaie Placement 


Total 

Percentage of 


Private 

Public 

Total 

Resource 

Private 


Sector 

Sector 


Mobilisation* 

Placement 
(Col 4/5) 

1 

2 

y 

4 

5 


1995-96 

4.071 

9.290 

1.3.361 

33,998 

39.3 

1996-97 

2.493 

12.573 

1.5.066 

30.674 

49 1 


tDaia arc Provisional) 

* Includes apart from pnvaic ptacement. amounts raised in the prinuty market through public and 
nghts issue.s. 

Siiunr. RBI Annual Repnrt, l99t>-97; 94. 

Tablt. S; Aucttonsoe 9I-|)aV TaEASCav Bills 

(Amtmni in rupees cmre) 


Dale Ilf 

Notified 

Bids Tendered 

Bids Accepted 

Subscription Cul-off 

Cut-off 

Amount Outstamtimg (Rupees)* 

Auction 

Amo urn 





Devolved 

Pnee 














(Rupees) 

No 

Face Value 

No 

Face Value 

on RBI 

(Rupees) 

Rale 

Total 

With RBI 

(Allside 



(Aiiioum) 


(Amount) 

(Amount) 


(Per Cent) 



RBI 

III 

(2) 

(.3) 

t4) 

(5) 

(6) 

(7)* 

(8) 

19) 

(10) 

(ID 

(12) 

|9% 












August 9 

500,00 

100 

205.3.20 

22 

405.91 

0,00 

97.93 

8.46 

6500 

56 

6444 


(2) 

(700) 

(2) 

(94.09) 


197.95] 

(8 37] 




August 16 

SOO.tX) 

.39 

482 50 

28 

387 07 

000 

97 69 

9 46 

6500 

56 

6444 


(2) 

(700) 

(2) 

(112 9.3) 


[97 99] 

[9.121 




August 2.3 

5(X).00 

17 

225.00 

6 

63.11 

1)00 

97.57 

996 

6500 

56 

6444 


(3) 

(1000) 

(.3) 

(4.36,89) 


197.63] 

(9.71] 




August .30 

500,00 

35 

638 26 

28 

4.34.40 

0.00 

97 ..57 

9.96 

6.500 

0 

6500 


(2) 

(6.50) 

(2) 

(65 6) 


197 61] 

(9 79) 




1997 












August 8 

300.00 


375 00 

6 

228,75 

0,00 

98.37 

b6.3 

48.50 

0 

4850 


(1) 

(100) 

(I) 

(71.25) 


[98.37] 

(6.631 




August 14 

.300.00 

9 

.36500 

4 

261..54 

0.00 

98.38 

6.59 

5000 

0 

5000 


(1) 

(.50) 

(1) 

(38.46) 


(98 38] 

(6.59] 




August 21 

300.00 

5 

126.00 

1 

100.00 

0.00 

98.38 

6.59 

5000 

0 

5000 



(t) 

(100) 

(1), 

(100) 

(100) 

(98.38] 

16..59j 




August 29 

300.00 

4 

1.30.00 

1 

78.95 

000 

98..38 

6.59 

4800 

0 

4«00 


(1) 

(280) 

(1) 

(221.05) 


198.38] 

I6.-59) 





Figures in parentheses in cols 3 to 6 represent nnmben and amounts of mm-con^iiiive bi^ which are not included in the total. 
Figures m the square btsckels under cols 8 md V represem weighted average price and respective yield. 

I* Hrockeied figitres in col 7i if any, relate to dcvolvemcnt on primary deolen, exclusive of RBI. 



was certainly uncomfottable for the Reserve 
Bank. At the same time, it could not ignore 
the market response totally and fix the coupon 
rate at an artificially lower level, Another 
reason for government's anxiety, despite 
already achieving more than 80 per cent of 
the net borrowing progiamnie of the year, 
was that the authorities probably expect an 
upward shift in the interest rate scenario after 
tbcend of the slack season. As it is. the banks 
are brim with Rs 31,182 crore worth 
additional investment in government 
securities during this financial year so far as 
against Rs IO,6SO crore during the same 
period last year. 

As for the interest rates, the auction result 
left the market gucssingas to whether interest 
rates had bottomed out in the RBI's 
perception. However, this view was 
countered when the RBI converted Rs 10,000 
crore worth of ad hoc into dated securities 
during August. It converted Rs 5,000 crore 
worth of ad hoes into 11.19 per cent 2006 
paper and another Rs 5,000 crore worth of 
billsintol I.ISpercent200)security.These 
conversions were in keeping with the 
agreement between the government and the 
RBI. Till end-August, the RBI had converted 
Rs 20,000 crore worth of ad hoc TBs into 
dated paper. The securities will of course 
earn higher interest to the RBI than the 4.60 
per cent paid on ad hoc TBs and the extra 
interest outgo would go to increase the 
government's revenue deficit. 

14-Day Treasury Bills 

The 14-day TBs have begun to exhibit 
some special peculiarities in market 
responses, the ntost important of which is 
that while the numberof bids has co nsiderably 
receded, the amount bid has grown, thus 
suggesting the interest shown by a few large 
fund holders. The average amcHmt bid in 
each issue by competitive bidders has shot 
up from a range of Rs 1,300 - 3,000 crore 
to that ofRs3,000- 4,000crore,thenumbcr 
of bids fell from a range of 9 to 17 in July to 
arangeof4to6inAugust(Tabie4).The total 
face value of the bills issued during August 
was Rs 17,436 crore as against Rs 7.937 
crore in July. The cut-off yield on this paper 
has remained unchanged at 4.95 per cent 
since its intrrxluction it) May except for the 
initial couple of auctions whm the yield was 
4.96 per cent. Unlike in 91-day TBs, non¬ 
competitive bidders, however.havenot shown 
any significant interest In this paper so far. 

9J-Day TBs 

A nt>tabl6 feature of 91-day TB auctions 
duringAugust was the successful avoidance 
of any devolvetncnt by the RBI despite poor 
response to these auctions, mainly due to 
absorption of PDt and non-competitive 
biddere. This happened despite a leering 
albeit marginally in the cut-off yield from 


6.67 percent in the August I auction to 6.59 
per cent dnring the latest three auctions. One 
possible reason was the notiBed amount being 
small at Rs 300 crore in each issue. RBI 
raised successfully the total notified amount 


ofRs 1,200 crore during Auguitfexdiid 
August 1 auction) from the competil 
bidders (Rs 669.24 crore or 56 per ca 
non-competitive bidders (Rs430.76cron 
36 per cent) and primaiy dealers (Rs ' 


Table 8: Aucikns op Rsro by RBI 

(Amoimt In Rupees, ert 


Number Bids Tendered 

Bids Accepted 

Cut-off 

Weighle 

Dote of 
Auction 

of 

Days 





Repo 

Rate 

Averagf 
of Repo Ri 

No 

Face Value 

No 

Face Value 


Re^ 


(Amoum) 


(Amount) 

(Percent) 

(Percent 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

1997 
August 4 

3 

2 

4(X)0.00 

2 

4000.00 

3.60 

3.59 

August 7 

4 

3 

4250.00 

3 

4250.00 

3.60 

3J9 

August 11 

4 

2 

3200.00 

2 

32()Q.00 

3.60 

3.60 

August 14 

3 

1 

2000.00 

1 

2000.00 

3.60 

3.60 

August IS 

4 

I 

2000.00 

Bid Rejected 




August 21 

3 

No Bid Received 




August 25 

3 

No Bid Received 





August 28 

4 

No Bid Received 





Total 


9 

15450 

8 

13450 

3.60« 

3.59* 


0 weighted by cols 6 and 4 respectively. 


Taslc V: Repo Transaoions in Oovernaient Pape* 
(Other than with the RBI) - August 1997 


Repo Period 
in Number 
of Days 

Amount Involved 
(Rupees Cioie) 

Range of Interest 
(Percent 

Per Annum) 

Weighted Avenge 
Interest Rale 
(Per Cent Per Annul 

A Dated .Securities 




3 

759.00 

4.00-7.00 

5.47 

4 

4.39.00 

4.25-8.00 

5.93 

5 

150.00 

4.50-7.25 

6.54 

6 

25.00 

7 25 ■ 

7.25 

7 

55.00 

4.25-5.00 

4,22 

9 

30.00 

5.7.5-6„50 

6 03 

10 

20.00 

5,.50 

5..50 

12 

25.00 

S..50 

5,50 

14 

102.00 

5.75-8.35 

7.07 

30 

2.5.00 

6.50 

< 6.50 

Alt Issues 

1630.00 

4.00-8.35 

5.81 

B 364-Day TBs 

337.2 

4..50-9.00 

5.41 

C 91-Day TBs 

• 

" 

• 


Tarlf. 10: Operatkins up National Stock Exchange (NSE) during August 1997 - Actual 

Traded Amount 

(Rupees, i nu 


Descripton 

Week EndingAugusl 


Total during 



29 2T 

n 

8 

August 

July 

June 

1 Treasury Bills 

102.50 

262.25 

78.25 

221.18 

664.18 

1773.46 

10.5(1; 

i) 14-day Bills 

- 

- 

- 


0.00 

5.00 

101 

ii) 91-day Bills 

2 50 

.36.50 

4.00 

16.18 

.59.18 

215.40 

UK 

iii) 364-day Bills 

100.00 

225.75 

74.25 

205.00 

605.00 

1.553.06 

95-1,.’ 

2 Dated Securities 

1140..39 

I267..39 5188.61 

30.34.56 

10630.95 

14160.79 

69.113 

A GOI Securities 

1111.96 

1261.39 5186 .58 

2982.54 

10542,47 

14100.70 

6717 J 

i) Converted 

I42..50 

99.00 

170.08 

263.00 

674.58 

1536.29 

114811 

ii) Regular 

932.46 

1162.-39 .5001.50 

2319.54 

9415.89 

11708.18 

5.1046 

iii) Zero Coupon 

iv) Floating Rare Bonds 

37.00 

- 

15.00 

400.00 

452.00 

856.23 

2848 


- 

- 

- 

0.00 

0.00 

(ID 

v)GCB . 

. 

- 

- 

- 

0.00 

0.00 

no 

vi) Repo 

- 

- 

- 

- 

0.00 

0.00 

(lOI 

B Stole Govt Stocks 

28 43 

6.00 

2.03 

52.02 

88.48 

60.09 

19171 

.3 PSU Bonds 

.36.00 

48.58 

83.96 

32.61 

201.15 

200.70 

llblj 

i) Tax free 

32.00 

41.98 

63.00 

20.J0 

157.08 

J 16.94 

08 ^ 

ii) Taxable 

4.00 

.6.60 

20.96 

12.51 

44.07 

83.76 

484 

4 Commercial Papers 

5 Certificatef of Deposits 


■^5.00 

5.00 

30.00 

40.00 

87.00 

1091, 

20.00 

- 

15.00 

14.50 

49.50 

228..50 

1761 . 

6 Detwnturet 

109.73 

207.44 

75.02 

123.10 

515.29 

455.46 

110' 

7 Floating Rate Bonds 

8 IDpISpSBpPDECN'PZU'fU 

2.06 
64 25.52 

5.49 

10.06 

2540, 

20.32 

M9I.46 

3.06 

29.10 

35.91 

85.00 

6.62 

115.09 


Grand total (volume) 

1436.20 

1806.21 1 

3488.11 

12221.98 

17027.62 

87.U) 


- No trading. ID Noii-SLR IniHiHiional Bonds. IB SLR InsUtutiotial Boads. OCB Oovem*' 
Compensation Bondi. BB Bank Bonds. PD Piomliioiy Note. ZU Units of UTi. CNConp^ 
Notes. 


IT It 


'll in 


• t 


1 « I 



AmNoa Tasle; Secondmy Mawut OmMiiora m OovnioaMT Pamk RBI’t SGL Data 


(Ammuu in npus cron) 


_ Week Endiiil Aupitl 1997: Yield to Mnurity on Actual ToKlim _ TottI for the MoMh 

29 2i “* 13 8 I of Aturatt IW7 

DMciiptkwi ' AMT y ra —cr amt vth— ev AwrvTM—C7 amt vtm ■ amt vtm— c? amTvtm tt 


1 TKitaiy Bllli 

A 14-Day Bilb 200.00 

B 91-Oay Bilb 105.82 

C 364-Day Bilb 367.25 

2 GOi Dated Seceribei 

A Converted (Per Ceat; Year) 

4.93 

6.32 

8.18 


114.00 

86.14 

520.33 

4.95 

6.39 

7,78 


100.00 

73.41 

121.25 

4.95 

6.60 

6.81 


5.00 

123.72 

633.33 

4.49 

6.10 

7.09 

220.50 

67.85 

198.23 

4.89 

5.74 

6.73 


639JO 
456.93 
1840.39 

4.92 

6.28 

7.45 


I3J0. 1998 

45.00 

8.73 

13.12 

65.00 

8.48 

13.07 

53.00 

8.33 

13.07 

166.60 

8.10 

127.50 

7.84 

1300 

457.10 

8.17 

I3M 

I2i)0. 1999 

. 

- 



. 

. 

. 



. 


10.00 

8.92 

11.46 

1000 

8.92 

11.46 

13.25. 2000 


. 

. 

4.00 

10.50 

12.47 


. 

. 

. 


. 

. 


4.00 

10.50 

12.47 

11.75, 2001 

50.00 

11.16 

11.54 

. 

- 

. 

. 


. 

40.00 

10.65 

31.45 

10.66 

11.35 

121.45 

10 86 

11.43 

12.50. 2004 

50.00 

11.42 

11.92 

130.00 

11.07 

11.73 

75.00 

11.08 

11.74 

99.90 

11.20 

6000 

11.40 

II 90 

414.90 

11.19 

11.10 

Seb-tolal 

B Rcgabr (Pet Cent: Yew) 
1350. 1997 

145.00 

10.30 

12.16 

199 00 

10.21 

12.18 

128.00 

9.94 

I2J9 

306.50 

9.44 

228.95 

9.21 

12 42 

1007.45 

9.76 

12.32 

. 

- 

> 

81.00 

7.59 

13.47 

13.00 

6.97 

13.46 

80.00 

6.51 

33.00 

6.73 

13.42 

207.00 

7.00 

13.45 

13.50. 1998 

5.00 

8.84 

13.16 

. 

. 

. 

• 

. 

. 

. 


10.00 

7.77 

13.01 

15.00 

8 13 

13.06 

13.62. 1998 

10.00 

9.20 

13.12 

10.00 

9.20 

13.11 


- 


10.00 

8.28 

. 


- 

30.00 

8.89 

13.07 

13.65, 1998 

10.00 

9.18 

13.11 

10.00 

9.23 

1.3.11 

. 

- 

. 

. 


5.00 

8.30 

12.97 

25.00 

902 

13.08 

1300. 1999 

- 

. 

. 

. 

- 

- 

. 

. 


10.00 

9.U 

. 

- 

. 

10.00 

9.54 

12.20 

13.12. 1999 

- 

- 

. 

5.00 

9.79 

12.38 

10.00 

9.55 

12.32 

. 



. 

. 

15.00 

9.63 

12.34 

13.40. 1999 

20.00 

10.67 

12.71 

. 

. 

. 

. 

. 

. 

10.00 

9.73 

20 00 

9 79 

12.46 

50.00 

10.13 

12.56 

13.65, 1999 


. 

. 

10.00 

9.32 

12.90 

5.00 

9.08 

12.85 

. 



. 

. 

13.00 

9.24 

12.89 

13.70. 1999 

500 

10.26 

12.99 

20.00 

9.72 

12.88 

15.00 

9..36 

12.80 

10.00 

9.25 

5.01) 

9.14 

12.73 

55.00 

9,53 

12.83 

650. 2000 



- 

10.00 

10.46 

7.19 

50.00 

10,37 

7.18 

. 


- 



60.00 

10.38 

7.18 

10.75, 2000 

10.00 

10.32 

1064 

10.00 

10.55 

10.70 

20.00 

10.35 

10.65 

15.00 

10.39 

20.00 

10.53 

10.70 

75.00 

10.43 

10.67 

11.64. 2000 

10.00 

11.12 

II 50 

10.00 

10.47 

IU3I 

25.00 

10.35 

11.28 

95.00 

10.37 

66 00 

10.40 

11.29 

206.00 

10.42 

11.30 

12.14, 2000 

124.00 

10 97 

11.82 

135 00 

10.46 

II 68 

133.00 

10.31 

II 64 

{78.00 

10 30 

612.50 

10.31 

11.63 

1282.50 

10.39 

1166 

12.60. 2000 

57.00 

11.00 

11.77 

. 

. 

. 

w 

. 

. 

. 

. 

. 

. 

57 00 

11.00 

11.77 

J.3i5, 2000 

- 

. 



. 

. 

.35,00 

)0.45 

)2.66 



10.00 

10.54 

12.68 

45.00 

1047 

12.66 

10.85. 2001 

89.00 

10.90 

10.87 

320.00 

10.67 

10.79 545.00 

10.63 

10.78 661.49 

1061 

10.30.68 

10.66 

10.78 

2646.17 

10.65 

10.78 

1355, 2001 

- 



5.00 

11.00 

12.49 

. 



1 51 

10 73 

10.20 

10.64 

12 65 

1671 

10.75 

12.58 

13.75. 2001 

. 

- 


20.00 

10.71 

12.59 


- 


- 



- 


20.00 

10.71 

I2J9 

13.85. 2001 

40.60 

11.40 

1294 


. 

. 

35.00 

10.62 

12 65 

10.00 

10.63 

25.00 

10 63 

12.65 

110.60 

10.91 

12.76 

5.75, 2002 







. 



0.02 

11.74 

. 

. 

. 

0.02 

II 74 

737 

6.30, 2002 

. 

. 

. 

- 

- 

. 




. 


0.00 

6.50 

650 

0.00 

6.50 

6.50 

11.00, 2002 

145.00 

11.35 

11.14 

1.5.00 

10 87 

10 95 

10.00 

10.75 

10.91 

81.00 

10.82 

120.00 

10.90 

10.97 

371.00 

11.05 

11.03 

11.55. 2002(1) 

20.62 

11.28 

11.44 

1900 

10 98 

IK30 

20.00 

10 97 

II 30 

80 00 

11.01 

.50.00 

II.II 

1136 

189.62 

11.06 

11.34 

12.69, 2002 

43 35 

11.32 

12.18 

20.00 

10 96 

11.95 

30.00 

10.87 

11.91 

67.00 

10 96 

15.00 

10.98 

11.95 

175.55 

11.03 

12.00 

13.40. 2002 


. 



. 

. 

. 

. 


90.40 

10.88 

500 

11.06 

I2..34 

95.40 

10 89 

11.95 

13.80. 2002 

47.00 

II .33 

12.68 

1.00 

11.09 

12.57 

40.00 

1091 

12.49 

75,00 

11.02 

45.00 

11.06 

12.55 

208.00 

11.08 

12.56 

13.82. 2002 

55.00 

II..55 

12.74 

. 

. 


13.50 

11.04 

1250 

25.00 

II 10 

60.03 

11.17 

12 55 

153.53 

11.28 

12.61 

5.75. 2003 


. 

. 

. 


. 

. 


. 


. 

0.00 

5,75 

5,75 

0.00 

575 

5.75 

6.50, 2003 

. 


. 



• 

• 

. 


. 


0 02 

650 

6..50 

0.02 

f 30 

6J0 

11.83. 2003 

125.50 

II 30 

11.59 

135.00 

11.02 

1144 228.00 

11.00 

114.3 371.86 

II II 

532 00 

11.26 

11.55 

1392 .36 

11.16 

11.50 

11.30, 2004 

. 

. 





• 

. 

. 

1.00 

11.41 


. 

. 

1.00 

11.41 

11.36 

12 35. 2004 

. 

. 

. 

. 



• 



. 

. 

217.41 

1140 

II 93 

21741 

1140 

11.93 

1259. 2004 

265.90 

II 44 

11.96 

7.38 00 

11 14 

II 791290 50 

II 1.3 

11 791004 40 

II 27 

619.7.3 

11.46 

11.96 

3918.53 

II 24 

11.84 

650. 2005 

- 


. 



. 

- 


. 



000 

6 50 

6.50 

000 

6.30 

6.50 

11.19, 2005 

6109 

11.20 

1120 220.28 

II.1.3 

11.15168200 

II.II 

11.14 

. 

. 


- 


1963.37 

11.11 

11.14 

14.00. 2003 

9.00 

11.43 

12.36 

35.00 

II .50 

12.44 

70.04 

11.09 

12.18 

23.41 

M 47 

10 10 

11.6.3 

12 50 

147.54 

11.30 

I2JI 

14.00. 2005(liul) 


. 


5.00 

13.99 

14.00 

. 





. 

. 


5.00 

13.99 

14.00 

6.75. 2006 





- 

- 

- 



- 

. 

0.00 

6 75 

6 75 

0.00 

6.75 

6.75 

11.30. 2006 





. 


19.60 

11.37 

11.42 



5 84 

11.49 

11.50 

25.44 

11.39 

11.44 

13 85. 2006 


. 

, 


- 





5.00 

11.67 

20.00 

II 72 

12.40 

25 00 

11.71 

1240 

13.85. 2006(11111) 





- 







15.00 

11 67 

12.38 

154)0 

11.67 

12.38 

14.00. 2006 

3.00 

11 36 

12.26 

15 00 

II 21 

12.16 

200 

11.40 

12 28 

10 00 

11.49 

1500 

11,57 

12.18 

45 00 

11.41 

12.29 

6.75. 2007 

001 

6.75 

6 75 


. 







000 

6.75 

6.75 

0.01 

6.75 

6.75 

1150, 2007 

. 

. 


40.00 

11.27 

11.35 

500 

11.49 

11.50 

468 

II 56 

.30 00 

1165 

II 61 

Tv 68 

11.44 

11.47 

12.50, 2007 


. 



. 





5.00 

11.47 


. 

. 

5.00 

11.47 

11.80 

13.05. 2007 

.30.00. 

11.49 

11.98 

6.104 

II 27 

II 83 

5.3.63 

It..35 

II 89 

.50..50 

11.55 

18 74 

!1 75 

12.15 

215.90 

11.43 

11.94 

13.65. 2007 

5.00 

11.34 

12.19 


. 





- 


- 

- 

- 

5.00 

11.34 

12.19 

950, 2008 

. 

. 

. 


- 





10.11 

II 6.3 

5.00 

11.78 

1100 

15.11 

11.68 

1092 

10.80. 2008 

. 



1000 

11.33 

11.17 

2000 

11.57 

II..33 




- 

. 

30.00 

11.49 

11.28 

7.00, 2009 

0.06 

7.00 

7.00 









0.02 

7.00 

7.00 

04)8 

7.00 

7.00 

ISO. 2010 

0.03 

7.50 

7.50 


. 







0 01 

7.50 

7.50 

004 

750 

7.50 

8.00, 2011 

0,03 

800 

8.00 









000 

8.00 

8.00 

0.0.3 

8.00 

8.00 

I0i5. 2012 

0.05 

10.25 

10 25 




- 





000 

10.25 

10.25 

0.0S 

10.25 

10.25 

9.00. 2013 

0.03 

9.00 

9.00 



• - 






0 03 

9.00 

9.00 

0.06 

9.00 

9.00 

10.00. 2014 

0.03 

10.00 

10.00 









0.0,3 

10.00 

10.00 

■ 0.06 

10.00 

iOOO 

1050. 2014 

0.04 

10.50 

10.50 


■ 







0.02 

10 50 

10.50 

0.06 

10.50 

lOJO 

11.50, 2015 

0.06 

II 49 

11.50 







- 


0.01 

11.50 

11.50 

0.06 

11.49 

lIJO 

Sab-total 

II9I..39 

11.21 

11.801962.32 

10 81 

11.604.370 27 

10.98 

11 363085.37 

10.80 

.3631 39 

10.87 

11.50 

14240.93 

10.91 

11.51 

C Zen coapon (Per Year) 

12.73. 1999 



1000 

9.0.3 

7,79 

15.00 

9 10 

781 

1500 

9 05 

10.00 

8.85 

781 

50.00 

902 

7.81 

12.70. 2000 

15.00 

10.63 

9 28 


- 


5.00 

10.36 

9.23 

- 

- 


- 

. 

20.00 

10.56 

9.26 

13 72. 2000(11) 

22.50 

10.77 

9.52 

25.00 

10.34 

9.45 

20.o6 



- 

• 

- 

• 

- 

47.50 

10.54 

9.49 

13.72, TOOOlUl 

35.00 

10 79 

9.30 

10.00 

10.46 

943 

10.38 

9.47 

305.00 

10.29 

33 00 

10.13 

9.41 

603.00 

10.32 

9.44 

Sab-total 

72.50 

10.75 

9.46 

45.00 

10.07 

9.08 

40.00 

9.90 

8.82 520.00 

10 25 

43.00 

9.83 

9.04 

720,50 

10.25 

9.33 

(A+B4C)* 

D Ul'i Open tMul 

1409.09 

II.II 

11.722206.32 

10.74 

11.6045.38.27 

10.94 

11.373911.87 

10.62 

3903.34 

10 76 

11.53 I 5968.U 

lOJI 

11.47 

Opetadoae (Per Cent) 

. 

. 


- 

- 

- 

- 

• 

. 

- 

- 

0.64 

II 25 

in,.35 

0,64 

II 25 

10.35 

(AvBvCfD) 

3 REPO 

1409.09 

7a.25 

II.II 

II 722206..32 
29.50 

10.74 

11.6045.38.27 
427 00 

10.94 

II 373911.87 
264.00 

10.62 

3903.98 

498 45 

10.76 

11.53 15969.52 
1967.20 

10.81 

n.47 

4 Suie Govi Seeeiiliet 

Gnad total 

26.57 

2856.98 

11.78 

12.19 

2956.28 
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crore or 8 per cent). From August 8 onward, 
RBI cleai^ its balance sheet of any out¬ 
standing amount of 91-day bills (Table S). 

364-Day TBs 

As indicated above, the investor response 
to the TB auctions waned considerably, 
especially during the second-half of August 
as the system increasingly felt the paucity 
of liquidity. Thus, contrary to the trend in 
July, the 364-day TBs auction on August 1.3 
received S6 bids fur Rs 1,598.04 crorc out 
of which RBI selected 32 bids for Rs 99.3.4 
crore with the dcvol vement on PDs of Rs 80 
crore and with the reduced cut-off yield to 
8.33 per cent from 8.42 per cent in the July 30 
Auction. Still lower response was noted in 
the case of August 27 auction which received 
only 6 bids for Rs 363 crore, and in a bid 
to maintain cut-off yield at lower level of 
8.33 per cent, RBI selected only one bid for 
Rs 300 crore (Table 6). The underwriting 
amount by PDs was decided at Rs 100 crore. 

Other Instruments 

Inter-corporate deposits market has been 
dull since the CRB episode in May. The 
interest rates fur lop-ratcd borrowers, 
however, declined by 100-150 basis points 
in August. They could burrow at 10-11 per 
cent which was significantly lower than the 
interest rates charged by banks on cash credit. 
As a result, most borrowers used this route 
to liquidate their high-cost borrowing.s. 

Commercial Paper (CP) market continued 
to boom in August with 643 new issues 
reported during the fortnight ending August 
IS as against 420 for the foitnight ending 
July 31, The outstanding amount at Rs 2,305 
crore also showed an increase of Rs 380 
crore over the last fortnight in July. The 
reported interest rates have showed slight 
signs of firmness at the higher end, though 
the banks have been complaining of the 
corporates playing them against each other 
and seeking drastic reductions in rates. In 
aninteresting development, Kotak Mahindra 
was reported to be offering CPs of various 
maturities on a tap basis. A series of other 
major corporates have been in the market. 
The largest CTorTELjCO for Rs 300crore has 
been rated triple-A which is expected to be 
placedatarou^9.2Spercent.Themarkel for 
certificates of deposits remained quite dull. 

Bonds Market 

The private placement market in bonds 
continu^ to boom in August although 
towards end-August there was a temporary 
lull in the market in aniicipaiion of 
uncMtainty in interest rate caused by a hike 
in the coupon rate of the rrew four-year 
government paper. The first quarter of this 
year showed 135 per cent increase over the 
comparable period last year in terms of 
money rais^. The amount raised was 
Rs 7.529 crore in the first quarter this year 
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as against Rs. 3,201 crore in the comparable 
period last ycar.The.last week of August, 
however, once again saw a spate of private 
placements mainly offinanciBlin.stitutions 
with a higher coupon rate. 

The early part of the month saw a large 
number of corpoiaiedebtissues.Theissuers 
included central and state PSUs such as, 
KSEB, HSEB,APWRDC,UPFC.HUDCO, 
Hindalco, HAL as well as financial institu- 
tiuas such as. IDBI, IPCI and NHB and also 
a series of private coiporale bouses. Small 
in size with an average target amount of 
about Rs 50 crore and coupons ranging from 
tax-free 10.5 percentto taxable 16 percent, 
these issues were repuitedly doing well 
in the private placement market. Institutions 
such os. insurance companies and banks 
were reported to he investing in these issues. 

As per data available from the RBI, the 
phenomenon bf private placement has 
become a dominant feature of the resources 
mobilised by private and public sector 
corporates and financial institutions during 
the post two years (Table 7). Towards the 
close of the month, more particularly alter 
the higher than the expected coupon rate 
given by the RBI on four-year bonds, the 
bond market witnessed some slowdown. With 
uncertainty regarding interest rates in the 
market, IDBI decided to put on hold the VIII 
scries of its Omni bonds. 

Theuncertainty ofinicresi rates also pushed 
issuers to find new methods to overcome the 
uncertainty. Tata Housing Finance, for 
instance, introduced a rolling call option 
every 3 months after the first year but no pul 
option foriis Rs 500crorc pnvatc placement 
issue. IDBI sought to link the return on one 
of its instruments with Bank Rate. Many 
issuers were also lookingat the book building 
option to fine-tune Ihelr borrowing costs. 
Although the rise in interest rates made 
many corporates look at a bond issue, 
merchant bankers believed that the rise in 
rates was a lemponuy reaction to Ihc auction 
rcsullofthc four-year government bond issue 
and hence they advised their clients to wait- 
a-while for a clearer interest rate picture. 

There were some other interesting 
developments in the debt market, such as, 
while SEBI cleared six more dedicated debt 
funds with an aggregate corpus of S 828 
million, the actual inflow of funds from Fils 
in the debt market was not very encouraging. 
There was some movement in setting up a 
Debt Dealers' Association of India lo boost 
trading by FIs and banks in their holdings 
of corporatetdebentures. * 

rv 

Secondary Market 

Gilt-Edged Taper 

The secondary market for gilts was very 
active during the lirst half of the month 
due to abundant liquidity, as in July. The 
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maiket sentiment was, however, adveiwiy 
affected in the latter half of the monlb on 
announcement of a higher coupon rate on 
fou/-ycar paper and the turbulence in the 
foreign exchange nuuket. The voluines in the 
market halved and yields firmed up 
significantly during the second half of the 
month. In fact, the prices of government 
paper dropped by 50 paise at the short end 
(1998 paper) and Rs 4 at the long end (2007 
paper) immediately on announcement of 
higher coupon on four-year paper. Since the 
cut-off yield was higher than the secondary 
market yields, there were immediate price 
gains arid therefore trading volumes 
aggregated Rs. 9,726 crore in the second 
fortnight as against Rs 8.704 crore in the 
previous fortnight. Towards month end. 
following the higher cut-off yield at I I.IS 
per cem in five-year government secu¬ 
rities option, the yield curve became flat 
(Graph C). 

Repos and Open Market Operations 

The Reserve Bank continued to be passive 
in its open market operations (OMOs) as 
indicated by the securities it placed on its 
sale window. In the first half of the month. 
Ihc Reserve Bank continued to mop up short¬ 
term (3-4 days) liquidity Irom the market at 
the ratcof4.6pcrccnt but the second fortnight 
.saw no hid.s received at the auctions (Table 
8). The repo transactions outside the RBI 
were moderate but the weighted average ol 
yield rotes had slightly firmed up during the 
month (Table 9). 

Other Debt Instruments 

Among Ihc PSD bonds, the tax-free bond.s 
were in much demand, in the sccondar)' 
market,as in July (Table Iti). Consequently, 
their average secondary market yield 
decreased from the 9.94 - 11.80 per cent 
level in July lo 9.67 - 9.94 per cent level 
in August. TIk selling pressure in taxable 
bonds originated from ICICI which .sold 
heavily in the secondary market lo create 
liquidity for its portfolio, i e, asset 
management. The secondary market trad¬ 
ing in CPs and CDs suffered a setback in 
August inthcfaccofsharplyreduced primary 
yields. 

However, inthcprivatedebenturescgrocni. 
trading has been expanding fast in recent 
months. The total traded amount of 
debentures in August increased to Rs 515 
crore from Rs 450 crore in July and fnan 
Rs 131 crore in June as report^ by N8L 
Even though the debenture prices, tn 
consequence, recorded increases, their yield 
still remained attractive at, for instance, as 
high ns 36 percent for the debentures matunnf 
in February 1998. 

[The supporting review and slalixticol compib- 

tloni have been done by V P Prasont and Nondln 

Sengupu.} 
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Dalit Assertion in UP 

Implications for Politics 

SudhaPai 

The imminent tranter this month of the chief ministership from 
■ Mayawati to Kalyan Singh, as part of the unique power-sharing 
' experiment between the BSP and the BJP, raises the significant 
I question of the future direction of the dalit movement ip UP. 


IN recent years dalit assertion is a significant 
development which has impacted upon the 
sixriety and polity of UP. Tlic imminent 
transfer of chief ministership on September 
21. from Mayawati to Kalyan Singh as pan 
III' the unique power-sharing experiment 
between the BSP and the BJP, raises the 
significant question of the future direction 
of the dalit movement in UP, Will it blare 
an independent and diftlcuit path of' dalit 
mobilisation and uplift based upon distinct 
identity, or take the shun cut of using political 
power to break the existing social system 
and introduce change? The answer lies in 
the potential of dalit unity and relationship 
with other castes in the countryside, the 
ability of the BSP to widen its base, and its 
relationship with other competing political 
parties in UP. 

Making up 22 per cent of the population 
in UP. dalits constitute the poor and margina- 
li.scd sections still looked down upon even 
by the most backwards. Their literacy rate 
IS 26.85 per cent and 10.69 per cent among 
women against a stale average of 41.06 and 
25..51 percent respectively. Workers arc .55.29 
per cent against 32.20 per cent in the general 
population, and dalit house holds operate only 
‘>.5 per cent of cultivable land, the large 
majority being landless labourcrs/poor 
peasants, other occupations being livestock, 
n.diing,construction,quarrying, etc (Census 
of India, 1991, Union Primary Abstract, SCs 
aiul STs, New Delhi, 1993). Horizontal 
mobilisation across UP is difficult as only 
in Mathura and Soharanpurdisincts thejatavs 
ichamars) approximate nearly 20 per cent 
of the population. Secondly, there arc 66 
dalit groups differentiated on the basis of 
socio-economic attributes. Among them the 
jatavs known as kureels in central UP, making 
up about 10-12 per cent of the population, 
arc the dominant group since the 1920s, hut 
arefcated and disliked by the others. Scattered 
•airly evenly, they have three core areas; 
Rohillkhand, Agra and the eastern plains 
which is where dalit parties have constructed 
abase Posis concentrated in central UP and 
hulmikis all over constitute the poorer and 
backward dalit groups (Mukeiji 1980], 

However in recent years there has been 
considerable improvement in the socio¬ 


economic condition and political position of 
dalits in parts of UP. A post-independence, 
educated, upwardly mobile, identity 
con.scious and politicised generation has 
emerged in some regions, which forms the 
base of the BSP and has the potential to 
provide leadership to its backward brethren. 
Three factors underlie this development: 
mobilisation by political parties thrown up 
by the dcmocratisation of the polity, socio¬ 
cultural movements emanating from civil 
society: and selective development by the 
state from ‘above’ which have combined 
to challenge the traditional structures of 
power. In east UP where their condition 
was very poor in the 1960s-70slPai 1986] 
the Green Revolution and increased 
investment in agriculture and urbanisation 
has increased employment opportunities in 
.some parts, on farms,brickkilns.constructiun 
activities, and rickshaw pulling in cities, 
removing the absolute dependence on 
landowners and patron-client relations. ia»s 
prepared to suffer indignities, dalits have 
given up carrying/skinning of dead animals, 
and adopted ‘sanskritisation’ rcllected in 
the wearing of the sacred thread and 
abstainment from meat [Shankar 1993). In 
the prosperous western plains education, 
occupational diversification, welfare/ 
development programmes, have been the 
catalyst for change [Pai and Singh 1997). 
In Bundclkhand and central UP change 
has been slower, mobilisation and spread 
of the electoral process underlie dalit 
assertion. Coire.spondingly relations with 
the upper/middle castes range from 
subservience/repression in remote and poorer 
areas and militancyAolcrance in better-off 
regions. Clashes centre around installation 
of Ambedkar statues, common village 
resources, distribution of governmental 
benefits, etc. Everywhere a small urban 
professional and entrepreneurial elite has 
arisen mainly among the jatavs - the first 
to make use of education and job quotas. 
Today the kurcels/jatavs holding Class I 
jobs compare favourably with the brahmin, 
knyosiha. or vaishya communities, which 
has enabled Mayawati to place SC officers 
in the higher echelons of the bureaucracy 
{Economic Times. New Delhi, June4.1995). 


There were no socio-cultural movements 
among dalits in UP in the coloniai period 
as in Maharashtra. They also experienced 
delayed political mobilisation, renouncing 
‘sanskritisatiun'andGandhianidealsonly in 
the 1940s lodcvcIupan'Ambedkariie* social 
identity and use 'political means' to form 
the Scheduled Caste Federation and, in the 
1960s, the shortlived RPI [Lynch 1969]. 

,The decay of the Congress system in the 
1980s and its ability to auract dalit votes, 
together with increasing lower caste 
mobilisation, provide space for the BSP. 
Formed in 1985, unlike the RPI, it tucs a 
mi litant ideology and leadership who canrtot 
be co-opted as in the past, have forged a new 
‘dalit’ (poor and exploited) identity, and are 
uncompromising in their opposition to the 
caste .system. Yet the BSP has been through 
two phases since its inception, shifting 
between three mobilisalional strategies and 
correspondingly relationships with other 
parties: socio-cultural, agitational and 
electoral, portraying its'difficultics in being 
both a party and a social/cultural movement. 

Between 1985 and 1995 the BSP gave 
equal importance to all the three strategies 
leading to steady growth as a movement and 
party seen in increase in its scats in the 
as.semhly over the 1989, 1991 and 1993 
elections from 13 to 66. It was a militant 
phase of vertical mobilisation of riic poor 
and underprivileged, ideologisationof caste 
as atool to break the existing system, criticiun 
of both Gandhi and mainstream parties as 
manuvadi.dalit politicisation by highlighung 
the failures of Congress regimes, opposition 
iohindutva.casic-ba.sedatrocities,e(c Many 
agitations were launched suchasthe struggle 
for social transformation <<n .^ugust IS, 1988 
for self-respect, annihilation of caste, 
unlouchability. etc [for details see Pai 
forthcoming!. During this phase two 
competing mobilisalional strategies of caste 
and communalism dominated the political 
scene. While the BJP attempted to arrest 
Hindu caste cleavages arising from the 
Mandal reservation policy, the BSP moved 
closer to (he SP representing the backwards 
both in order to 'contain' communalism and 
establish a 'Bahujan Samaj' of the SCs, BCs, 
and Muslims. The victory of the latter was 
perceived as that of the secular forces and 
lower orders against entrenched upper r^t e 
nile. However, this divided the social base 
of parties along casic/communal lines 
emphasising distinct identities creating 
violent confrontation both at the grots roots 
and in politics [Pai' 1994). 

The fall of the SP-BSP coalition in June 
1995, due to clashes between dalits and 
backwards and their leaders, inaugunded a 
post-bahujan phase when the bMcr now 
hostile to the fotmer, moved politiorily deoer 
to upper caste parties - the ^IP Md the 
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Coogresi - which mariced iti convercion 
from a social/cultural movement to an 
oppottunistlc party. This it seen in the two 
BJP-BSP coalition governme nt s, in I99S 
and at present, and the realignments prior 
tothe 1996assemblyelectionswhichcreiited 
three political formations - the BJP, SP-UF 
and the Congress-BSP ~ none of whom 
could secure a majority. However, unlike the 
I960s-70s when dalits supported/inlegiated 
with the Congress, the BSP by the mid- 
1990s has appropriated a distinct ‘political* 
space' in UP, making it indispensable to any 
coalition and wooed by every party. Howevo’, 
this regressive phase has hindered growth 
of its already limited vote-bank in UP. As 
an exclusively dalii party, it cannot attract 
upper/middle caste votes and has a regional 
base only in central and east UP and 
Bundelkh^, where it markedly improved 
its electoral performance in 1993 and 1996 
over 1991. The BSP-Congress alliance in 
the assembly elections however enabled it 
to make inro^s in west UP and Rohilkhand. 

The reasons for this shift lie in the roots 
of the BSP which - in contrast to the dalit 
movement in Maharashtra or Karnataka - 
are in the BAMCHF.an all-India 'tradeunion' 
of lower middle class government employees 
formed in 1978, primarily to prevent caste 
discrimination. Its founder Kanshi Ram has 
argued that electoral victory is the Tirst step, 
following which social change can 
introduced without a revolution [Kanshi Ram 
1982]. Though its base broadened with the 
formation of the Dalit Shoshit Sangharsh 
Samiti (DS-4) with a greater presence in 
rural areas, the BSP has stayed out of major 
agitations such as the Namantar agitation at 
Marathwada University and the recent 
desecration of Ambedkar’ s statue in Bombay. 

However, thdmilitant phase has generated, 
in parts of UP, a socio-cultural process of 
‘Ambedkarisation’ .i e, atremendous growth 
in the consciousness among dalits about the 
life and ideas of Ambedkar. In many villages 
of Meerut and surrounding districts, for 
example, committees, libraries, schools, etc, 
have been named after him, his statues 
installed, dalit literature read, and Ravidas 
temples constructed by a new conscious 
generation. It is a movement to gain self- 
respect but voting for the BSP is seen as 
a political offshoot [Pai and Singh 1997]. 
This process tecciv^ a fillip from many 
activities of Mayawati when in power, such 
at holding Periyar melas, and installation of 
13,000 statues of AmberOcar in UP since 
astumingpowerinMartdil997[Sethi 1997]. 

In east UP too during the 1993 assembly 
can^gn there were visible signs of emer- 
genoe of dalits - who have a legacy of anti- 
fcudal struggles - at adistinct social-political 
group [Srinivasulu 1994], 

Parallel to these changes are innovative 
social policiessuchasthe ‘Ambedkar Villages 
Scheme' - b^un by the Mulayam Singh 
government in 1991 and continued by 


Mayawati - which represent social 
eitgineering ‘from above’. Under it, villages 
with SO per cent dalit population - redn^ 
to 22-30 per cent by the present Mayawati 
government - are provided special funds for 
developmental/welfaie schemes under the 
IRDP, JRY and Nirbal Awas Yojaru, etc, 
fortwo years through the panchayats (records 
of the block development officer, Daurala 
block, Meerut district, Daurala). Villages 
have been selected in every district; for 
example, 26 were selected in Zilla Sardhana, 
Meerut district in 1991-92, rising to 96 in 
1996-97 and 124 in 1997-98. Dalits are the 
principal beneficiaries - reservations in 
panchayats ensuring this - and all the roads, 
handpumps, bouses, etc, have been largely 
built in their bustees in the villages. But the 
scheme has created eiKlaves of development 
benefiting the rising entrepreneurial groups 
among the forward rathn than the really 
poor dalits and BCs, creating greater soci^ 
fragmentation, jealousy, caste tension and 
alienation. Thus alliance with manuvadi 
patties for power by an opportunistic 
leadership to engineer social change from 
above, and a sharpening of identity and 
spreading militancy at the grass roots 
characterise thedalit movement in UP today. 

The present BSP-BJP alliance rests upon 
a fragile and contradictory equation. The 
'hardliner' factions in both parties are keen 
to maintain their distinct identities and social 
constituencies as dalit/Hindutva parties 
respectively, while a pragmatic leadership 
wants to retain hard-won political gains. The 
BSP leaders particularly wish to implement 
their two-fold programme of dalit 
mobilisation and uplift arxl haveundoubtedly 
provided a role-model and hope to dalits in 
the country. There is better understanding 
loo of the need to stay together on both sides 
than in 1993. Mayawati’s recent statement 
that she will hand over power to the BJP on 
theexpiry of six months provided, as Kanshi 
Ram has emphasised, the BJP continues its 
social policies, raises hopes of a smooth 
transition and much-needed stability, yet it 
remains to be seen how policy differences 
will be dealt with as a section of the BJP 
remains critical ofthe BSP. Two possibilities 
exist: of confrontation, breakdown and 
instability increasing caste tensions; alter¬ 
natively, if the BJP, consciousof thechanging 
mood in the country towards dalits, co¬ 
operates with the BSP the alliance may alter 
caste equations in the Hindi heartland, force 
a rewriting of the political script anJ in the 
longer term build a srxnal legacy to which 
parties would have to adapt themselvegi 

[The data for (his paper is drawn from a project 
‘Democracy and Social Capital in Segmented 
Societiet’ funded by die SIDA, Sweden.] 
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ANDHRA mUffiSH 

River Water Politics in Drought-Prone 
TIslangana 

SSimhadri 

Godavari and Krishna are two perennial rivers of peninsular India 
which traverse Telangana. And yet the region is in the grip of 
perennial drought. The deteriorating situation has prompted the 
emergence of a unique people’s movement in the region. 


PERENNIAL droughts in southern 
Telangana have made the ecosystem fragile. 
The age-old water bodies of different 
settlements sustained living and gave rise to 
traditional occupations such as cattle and 
sheep rearing along with that of drought 
resistam agriculture. The water intensive 
crops of the green revolution technology and 
monoculturisation of agriculture exerted 
pressure on traditional methods of water 
harvesting. The rapid increase of deep 
borewell technology coupled with power 
based pumping as against open wells have 
threatened the hydrological regime. In the 
abscnceofcorrespondingrccharge initiatives 
against the rapid depletion of groundwater 
even the deep borewells are drying up. The 
impending descrtirication and consequent 
deterioration of life in the vicinity of two 
perennial rivers Krishna and Godavari with 
abundant waters has prompted several 
people's initiatives. 

Godavari and Krishna the two perennial 
riversof peninsular IndiatravcTsc Telangana, 
a constituent of Deccan Plateau. Some 79 
per cent catchment of Godavari in Andhra 
Pradesh is located in northern Telangana and 
thercmaining2l percent isincoastal Andhra. 
Similarly 69 per cent of the catchment of 
Krishna in AP is in southern Telangana 
against the 18 per cent in Rayalaseertia and 
1.1 per cent in coastal Andhra. The river 
waters disputes tribunal allocated I49STMC 
ft of Godavari water and 800 TMC ft of 
Krishna water to AP. Although the allocated 
Krishna waters are exhausted bccau.se of the 
major imgtiion potential in AP. (CA - 56 
per cent, Rayalaseema - 17 per cent, 
Telangana - 27 per cent) besides medium 
and minor irrigation. Coastal Andhra it a 
major beneficiaiy of Godavari waters. The 
frequent failures of monsoon gives rise to 
the variability in rainfall of southern 
Telangana which often pushes the region 
into drought conditions that occur on an 
average, once in lwo-and-a-half years. The 
iwudistrictsof Mahabubtiagarand Nalgonda, 
form the drought core ofTelangaiia and they 
are located entirely in Krishna river basin. 
In fact, the successive colonial and post- 
■tdependent policy initiatives favoured 


downstream coastal region at the Instance 
of the influential caste, class and reponal 
leadership of coastal Andhra which is 
dominant in all parties, both ruling and 
opposition. Such powmful lobbies of coast 
h avc al so succeeded in i ntegrating Telangana 
with Andhra region by forming Visalatidhra 
hy eliminating its independent political 
existence. That had simply taken away the 
waters of two mighty rivers for the 
agricultural and industrial dcvclopmetU of 
coastal region at the cost of drou^t-pronc 
Telangana. The water movement of 
Telangana should be understood in this 
background. Since the water movement is 
largely located in Nalgonda distria. a 
geoeconomic analysis would explain the 
context for drought articnilation. 

Nalgonda district with the geographical 
area of 35.13 lakh acres had 28.52 lakh 
population In 1991 of which 17.68 per cent 
belongs to SCs and 9.66 per cent to STs 
besides the numerically large presence of 
OBCs. The average rairifall is 742 mm with 
the least rainfall of 637 mm located in the 
western half of the district against the state's 
average of 925 mm. The soils belong to 
Dubba (red soils with coarse grains) variety 
with strong presence of granite rocks. 
Nagaryunasagar irrigates the southeastern 
margins of the district in addition to the 
minor irrigation sources like Musi. Asifnahar, 
Dindi and Pendiipakala. The waters of 
Nagaijunasagar have also brought fanners 
from coastal Andhra and uprooted locals 
from land and life. The irrigation commands 
havegoneintothe gripof migranu and given 
rise to the'new culture'based on commercial 
relations which is totally alien to the region. 
The actual area irrigat^ under them is far 
from the potential developed and also these 
ingation sources rcpeaiedlydry upon accoum 
of drought. There are tanks in every village, 
which, however face the problem of siltation, 
breaching and maintenance. 

Croppingisdone by cultivating rice, jowar, 
baira, redgram. greengram, groundnut and 
castor. Rice culti vaikm lakes primacy in the 
economic sustenanceof the faimerover other 
crops and coven the cropped area of 24.31 
percent. Nalgonda contributes 38 per cent 


of the stateproductionofcaAorthe remaining 
comes from the adjoining districts such as 
MahabubnagarandRmgme^y (DBS 1995]. 
Earlier the dry crops like jowar and bajra 
were grown in large areas which were 
basically subsistence food crops and they 
have lost out i n competitiem with commercial 
crops. Chillies.cotton.sunflower ategaining 
importance along with th« of mchards. 

Most of the farmers have dug borewells 
al varying depths, on an average 100 to 200 
ft, and result in drying up as heavy pressure 
applied on groundwater as they go for water 
intensivecommercial farming. The recurring 
drought in the absence of supplementing 
surface water leads faimen and wage earners 
into perpetual poverty and indebtedness. 
Labour often leaves for urban and irrigated 
areas for livelihood. Cattle and draught 
animals are driven to slaughter houses 
because of non-availability of fodder which 
often pu.shcsfarmersintoacnsis. Thedistiict 
also hu a predominant traditiaiial Qccupatioa 
of sheep and goat rearing. Grazing lands 
suffer on aa'ount of drought and cany no 
grass cover fur long durations. As a result, 
shepherds are forced to leave their familiea 
behind in search of new pastures for the 
flock. The heavy depletion of common 
property resources and conversion of 
grasslands into orchards andCtrl livable lands 
is posing a serious challenge to animal 
husbandly. Thefrequem failureof agriculture 
along with that of poverty compe’s farmers 
to sell trees like acacia, neem and tamarind 
from their lands. The hydrological legtine 
is such that groundwater is not polaUe as 
it contains fluorine in excess of the 
permissible limits of I to 1.5 mgrtitre. 

Pouncs OF Canal BuiLtUNO 

Although the region is repeatedly exposed 
to a drought environment successivegovenn- 
menis have not bothered to plan river waten. 
Nagaijuna Sagar is located in Nalgonda 
acrcos river Krishna at an attitude of about 
lOU to ISO m at the south-eastern border. 
TherefcKe the small portions of low lands 
in the south-east margin get water leaving 
large areas of high elevation dry. In fact if 
it were to be constructed a few kilometres 
upstream the waters from the project could 
have been made use of for not only Urge 
tracts of Nalgonda but also for a few more 
semi-BnddittrictslikeWaiangBl.KaninMgar 
and Khanuiuun of Telangana. In fact the 
coastal prftiticiam and engineeiing bureau¬ 
cracy have coiupiied and denied water to 
the drought district of Tetanpno. 

The Srisallam reservoir is conttiucted in 
the upper reaches acrott river Krishna in the 
close vicinity of Nalgonda. The government 
of AP prop<^ an irrigation sdrenie to the 
uineofl SOTMCftbefore the Kristau Water 
Disputes Tribunal in 1969 to inigae 
dittricis of Nalgonda, Waiai^til and 
Khammam. As the aUacided ihare of WO 
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TMC ft was already conunltled towards 
existing commands and projects under 
ranstniction for the irrigation of coastal 
Andhra no water is left for the required 
allocation but the tribunal allocated 33 TMC 
ft towards e vapotation in Sri sailam and about 
17.84 TMC ft for Jurala project in 
Mahabubnagar. Therefore, Srisailam it used 
as carryover reservoir to supplement water 
needs of the delta during the lean season. 
Not a drop of water is allowed for irrigation 
in Telangana although it is located in 
Telangana, submerging numerous villages 
and rich biodiversity causing displacement 
and human misery. In 1979 the state 
government ordered a study of the feasibility 
of a high level canal as well as lift canal from 
the foreshore of Nagarjunasagar. 

A committee was constituted to assess the 
surplus flows available in Krishna river by 
the TDP government in 1983 as a response 
to an agitation launched by Rayalascema 
leadership forwaterduring early 1980s. The 
Committee identified 200 to 300 TMC ft as 
surplus water and allocated 30 TMC ft to 
Srisailam Left Bank Canal (SLBQ besides 
earmailcing water to Srisailam Right Branch 
Canal (SRBC) and Tclugu Ganga Project 
(TCP). SLBC was proposed as a gravity 
canal by digging tunnels 300>400 m below 
ground level in two stretches of 43.S km and 
the other 7.25 km with a nine metre diametre 
to lead into a canal length of 130 km which 
will terminate in Musi river. It is proposed 
to inrigaie 218 villages with an extension of 
three- lakh acres of which 2.1 lakh acres 
under wet and 0.99 lakh acres dry land. 

The governments of the Congress and 
Telugu Desam vacillated in spiteof promising 
to go for the tunnel on one occasion and 
flouting it by taking a position on different 
occasions to lift water from Nagarjunasagar. 
Thegovemment argued that the tunnel works 
disturb the Srisailam Tiger Reserve in 
Nallamalai hills of eastern ghats. The 
ecological and environmental impact 
assessment committee felt that “the impact 
on ecological and en virotimental aspects may 
be negligible and on the whole the project 
proposals now recommended by the 
committee are environmental friendly and 
arc thcref ore recommended for appro val and 
clearanLe“[Rao 1992]. Furrhcrtbecommitiee 
observed that “the upland areas of Nalgonda 
distnet of AP are in chronically drought- 
prone belt and are in dire need of water for 
drinking and for irrigation. As large areas 
in this district are in the grip of fluorosis 
(shattering disease caused by high fluoride 
content in water) there is an urgent need for 
provision of wholesome drinking water. The 
only source of water to which the people of 
the area look to is the Krishna river...” The 
report of the animal husbandry dqnitment 
says that the fluorinated water causes health 
problems to animals and suffer from growth. 

The commiltee rejected the proposal for 
lift irrigation as it involves heavy 


maintenance, Rs 30 crote/uinum besidea 
there is no reliability of power supply to 
operate the five pumping uniu of60,000 hp 
each. However, the government decide] to 
go for lift irrigation which is estimated to 
cost Rs 801 crore (Including canal) at 
Peddagumroadam project from the foreshores 
of Nagarjunas^ar (Hindu). According to 
Nandikonda joint project report in 1954 one 
lakh acres (70,000 through gravity flow and 
30,000 by lift) Were supposed to be irrigated 
in Nalgonda from Nagarjunasagar left bank 
canal. 

The SLBC foundation was laid in 1981 
and after a few years SRBC/TGP were taken 
up. So far the state government has spent 
Rs 125crorconSLBCagainstthecxpenditurc 


of Rs 1,S00 crore on SRBC/TO 
irrigated waterto Rtyalaseenuind 1. 
of drinking water to Chennai by c; 
a distance of 410 km by denying I 
of i mmediaie territories ofTelangan 
Rs 93 crore are spent on 77 km 1 
canal against 130km length. The gov 
also announced that World Bank li 
tioned Rs 573 crore to SRSP. Howev 
does not figure in these as it does i 
the Central Water Commission's a 
The state government states thai 
completeSLBCby theyear2000by i 
six pumpseis (two are standby) ei 
a capacity to pump 6,000 cusocs tc 
2.78 lakh acres which requires IS 
power for which the government 


JANANI OFFERS TECHNICA 
SUPPORT TO WfiQg 

J ANANI IS AN INDIAN NGO CURRENTLY implementin 
reproduaivc health care programme covering the entire state of Bil 
Janani follows a social marketing approach, and is managed by a tcarr 
highly qualified and experienced professionals specialising in planni 
programme administration, lEC, financial controls and field logistics. 

janani has been receiving'requests from a number of NGOs for techn 
assistance and so far this was provided on an ad hoc basis. In ordci 
streamline our rechnicaJ assistance in an organised way, Janani Ivw n 
decided to set aside 5% of its management time for help to other ne 
NGps. It must, however, be noted that Janani CANNOT extend finan 
assistance. 

The objective of this offer is only to structure and streamline managem 
systems that could lead to optimum utilisation of resources. Preference' 
be given to NGOs working in the area of reproduaivc health in the cast 
and north-eastern states. 

Interested NGOs may write in strict confidence to the Programme Diret 
enclosing a brief write-up of the organisation and its activities, and the ai 
where technical support may be needed! A senior member of the NGO r 
have to visit Patna for finalising the plan following which Janani's mana, 
can visit the NGOs in their projea area. 

A token amount of Re. 1/- will be charged by Janani as consultancy fee 
these inputs. 


Janani 
Post Box 101 
Patna 800 001 





answer ^ the ittte wiTen fiom ■ power 
deficiency. The lift from Pnttenguuli 
renavolr has to pump 90 m height which 
may mean tfie shelving of the gravity flow 
front tunnel ofSrisailani reservoir. Ihe delays 
in execution in SLBC coupled with fluonnis 
and drought have catapulted the people's 
initia-tive at grass roots and tocdc birth to 
Jalasadhana Samithi, a people's movement 
for water. 

Jalasadhana Samithi 

Jalasadhana Samithi (JSS) constituting 
villagers is .headed, by Dussarta 
Satyanarayana, a rural development ofTicer 
of a bank, who is reported to have been 
lennlnated from the service for spearheading 
the movement. There was unrest among the 
people as the government was delaying the 
execution of canal from Srisailam reservoir 
10 serve the drinking and irrigational needs 
of the people. This culminated with the issue 
of a GO in 1990 by M Chenna Reddy to 
close down some of the divisions and circle 
offices of SLBC. This has given rise to the 
birth of Jalasadhana Samithi in 1990. People 
with political afTiliations ranging from the 
right to the left participated in the activities 
of JSS. The activists were motivated to take 
loans from banks and district rural 
dcvelopmetU agencies for buying equipment 
and bicycles; paddy, tamarind and mirchi 
were collected from farmers during 
harvesting time and stocked to feed the 
activists during agitational limes. The 
activists wrote songs and gave performances 
besides audio casiwtlcs about drinking and 
irrigational needs of the people, the health 
consequences from fluorosis, the impact of 
drought on environmcm and people, the 
execution of canal works, supply of water 
to Chennai city, indifference of public 
lepiesentatives and the goveroment, etc. 

Non-violence as a method of mobilisation 
fomied the thrust of JSS. Ascricsof meetings 
were conducted in the villages and mandal 
headquarters to bring in awareness about 
environmental implications among the 
masses. During 1992 a padayatra was orga¬ 
nised from Nalgonda to Hyderabad to demonst- 
rate and encircle state offices. Similarly 
padayatra was also organised from Nalgonda 
to Srisailam for seven days to highlight and 
draw attention of the people. Bullock cans 
were brought to the town to organise ‘rastha 
roko'. Students boycotted classes while 
organising bandhs. During 1991 six lakh 
signatures were collected (excluding ntiales 
belonging to the age group 18-35 yearsland 
Kni to the preUdent of Inma. JSS feels that 
the males of the excluded age group were 
tmpontibleforthebackwardneu. About one 
liMi postcards were sent by school children 
>0 the prime minisier to not allow the closure 
^ SLK. The students organised 'human 
!|»ain - water chain' in 1993 for seven 
ulontetres from Panagal teaervoir to SLBC 
:ainp office to highlit their subhumui 


tiving condtiioni to the visiting nitional 
environmental committee. During the same 
years 67-day relay hunger strike was 
organised exclusively by women and 
children. This was followed by 24-day 
indefinite hunger strike by Dussaria Laxmi 
against the transfer of 27 engineers without 
giving substitutes. The hunger strike 
succeeded in cancelling the transfers. Further 
they also got the environmental and forest 
clearances. Alternate alignment of four km 
inside the dam was also approved. In 1994 
school children organised 'Save Money - 
Send Money' programme. Each student spent 
two ropees to pay one rupee towards money 
order charges and one rupee for prime 
minister. Thus they expressed symbolically 
that the expenditure for SLBC can be met 
by themselves. A telegram campaign was 
also undertaken by students to the prime 
minister and the president of India to focus 
on the drinking and irrigational needs of the 
people. Demonstrations were organised 
repeatedly in Delhi, demandingthe interven¬ 
tion by the government of India and the 
parliament. The JSS activists threatened to 
orgaitise self-immolalirm day against the 
transfer of its convener to Visakhapatnam 
in September 1994. During the same time 
chief minister went to Kodandapuram to lay 
foundation stone for lifting water from SLBC 
to Hyderabad. While the agitators tried to 
disrupt (he meeting police resorted to firing 
in which Prabulingadevara,asub-inspector in 
civilian clothes, died as he was hit by bullets. 

The Nalgondaparliaineniaiy constituency 
hit the national news during the 1996 Lok 
Sabha elections on account of the large-scale 
nominations as a mark of protest agaiast the 
indifference of the governments towards 
fluorosis affected people. As many as 470 
nominations were filed from people's 
movement which is an unprecedented event 
in the history of Lok Sabha elections in 
India. 

. The voluntary initiative of grass roots 
mobilisation through JSS does not escape 
the dominant socio-political and economic 
situation of the district. The mainstream 
mobilisation, be it party or institutional, or 
caste or religion, is invariably hegemonised 
by one .social group, the leddys. These forces 
operate the levers of power and control the 
ideologies of all iHuties from right to the left. 
In fact in electoral politics party relegates 
to the background as caste and class interests 
come to the centrestage. The social strata in 
theguiscof the party takes primacy in setting 
the agenda for every operation. Thus the 
voluntary mobilisaliun also becomes a prey 
for such machinations as are nunifetl at 
different intensities. Initially some of these 
ruling forces tried to capture it but failed to 
do so u the vigilant dalit forces have eclipsed 
these forces. Subsequently an OBC was made 
the convenor of the organisation. The 
organisation had to face burdlet by way of 
the negative campaigns. Adversaries 


persuaded the cadres on caste and other 
convenient lines to prevent them from 
participating. The chnsistent efforts and 
reienttess.penuasion either by outsiden or 
by insiders in the camouflage of 
'environmentalists’ or concerned citizens 
have succeeded in paralysing JSS ftom a 
novel mobilisation of subalterns which were 
on for about five years. The watershed in 
the movement is the )994aisemblydectH»u 
where JSS activist was persuaded by the 
dominant forces to contest while 
simultaneously spreading canards against 
the very participation. This has given rise 
to the unfolding of the political identities of 
individuals who distanced themselves from 
JSS. There was a lull in the activities of the 
organisation for a year and this interregiwm 
was used to throw up a parallel oiganisa^ 
under the leadership of the begemmic social 
group and saw its nemesis in internal 
squabbles on the sharing of collections from 
contractors which was widely repotted in the 
press. Although there is a rejuvenation of 
JSS after a brief period it has not witnessed 
the vigourofthc first phase ofits mobiliiatioiL 
The JSS succeeded in retaining SLBC on 
the irrigation agenda of the state. As a civil 
social stnicture the JSS consistently played 
the role of a vigilam people's organisation 
to check the misleading governmental 
public pronouncements. The continuous 
mobilisation has also put the mainstream 
political parties on the tenterhooks. The 
mainstream left which is a fornudabie force 
with half a dozen MLAs and an MP with 
a large number of representatives from 
panchayai bodies belonging to the district 
. are compelled to shoulder the cause of 
drought-prone people as they are reduced to 
being tails of the ruling TDP. The belated 
realisation among the left at the instance of 
JSS has awakened the cadre in the district 
in the context of SLBC and resorted to 
mobilisation along with that of a few 
CPI(ML) groups. The Congress is 
dumbfound. The TDP being a ruling force, 
inherited the Congress culture and makes no 
comments as every dictum has to come from 
the supremo, the chief minister. The BJP is 
a marginal force and is no different fhnn 
Congress and engage in myth making. In 
fact, the JSS along with avil aocieUl 
organisations like leachen' bodies, civil 
liberties oigaiusation, youth wings, etc. keeps 
the issue aliveby way of conducting semi nan, 
and discussions in social gatheringi. The 
new mobilisation, on the issue of regiaiial 
backwardness of Telangana has also made 
irrigation a cemral issue. In Cki, the rich 
and enterprising kamma of the coast have a 
greater say over patties betonging to niling 
and opposition and any demand for rim 
water by drought-prene Telangana ia 
construed asaihreat to thetratsurad ii rlg wig it 
Thus the backwaidnets of the regim is 
■ttribulable to nanniade catiaet and mm 
natural mishaps. 
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Quality of Care at Community 
Hospitals 

V Sabnhmuqwa 

This case study of a community hospital in Kavali town in Andhra 
Pradesh reveals the grossly inadequate care people at villages and 
small towns receive. 


HEALTH does not exist in isolation. It is 
influenccdby a complex of social, economi c, 
political, environmental and biological 
faaon. Although health is recognised as 
fundamental human right, the responsibility 
of the state in providing health care services 
are grossly needed in many of the third 
world countries. In order to study bow several 
factors affect the right to health an attempt 
is made by taking the micro-level study of 
Government Community Hospital in Kavali 
town, Nellore district. 

In a span of four months, two patients died 
due to criminal negligence of hospittd staff. 
Various factors such as politicisation of the 
institution, rampant corruption, profit motive 
of doctors rather than service motive, 
inadequate infrastructural facilities, 
unhygienic environment, authorities 
subs^eni to the ruling political bosses are 
traced out as maladies, liiese in turn, result 
in sheer violation of the right to health of 
the poor. In order to overcome this situation, 
only the awareness of the public, along with 
committed progressive political leadership 
is suggested in the long run. The implication 
of violations of human rights at the grass 
roots level is discussed. 

Case I 

Chaapala Ankamma aged about 22 years, 
belonging to Jammaiapalem of Jaladanki 
mandal, visited community hospital on July 
23, with the complaint of occasional stomach¬ 
ache. The doctor admitted her into the ward. 
After initial *check-up, the doctor told her 
husband that she had a small tumour in her 
uterus and that it could be removed by minor 
operation, provided he paid Rs) ,200towards 
inddental expenses. The next morning at 
9 O’clock she was taken inlooperation theatre 
and was brought back at 11.30 am. After 
that doctors and nurses went home. At 2.30 
pm Ankamma suffered from severe pain in 
stomach and was unabk to breathe normally. 
The duty nurse paid little attention. 
Memiwhiie Ankamma’s father rushed to the 
doctor's residence. TV doctor, instead of 
vifitittg the patient, gave a slip and asked 
him to hand it over to the head nurse. Then 
the bead nurse injected a drug to the paiiem 
and asked the patient’s relatives to bring 
some more medicines from the open maifcet 


The patiem was on fluids and even though 
the saline bonle was exhausted, nobody came 
to change it. Later, her husband at last 
renwved it. Meanwhile the situation grew 
worse and the case became complicated. 
This was informed to the doctor. Then the 
doctor suggested oxygen therapy. But there 
was no oxygen available in the hospital. So 
the patient's relatives went to the bazaar and 
to the other hospitals in the town for oxygen. 
As there was a bandh on that day, there was 
delay in getting the oxygen, which resulted 
in the death of the patiem. 

Case II 

In December 1996, a scheduled caste 
student by name Ramakrishna, aged around 
18 was travelling in a R T C bus fton his 
native place Ramavatappadu to Kavali. He 
was on footboard and the bus was moving 
slow. Suddenly the entry door of the bus 
gave way and he fell under the hind tyres 
of the bus. He was taken immediately to the 
Kavali Community Hospital. The doctors 
told his relatives that he did not have any 
external injuries or internal damages. He 
was kept under observation for three hours 
with intravenous fluids. All of a sudden 
the patient’s blood pressure came down aixl 
in a panic doctors advised the patient’s 
relatives to take him to the hea^uaiters 
hospital in Nellore, which is 60 km away 
from Kavali. No ambulance or cmergency- 
caie facilities were provided. The patiem 
was taken in a R T C bus and he died on 
the way for want of oxygen, blood and 
critical care nunlng. 

Kavali town is located on the grand trunk 
road (NH5) between Ongole and Nellore. It 
is also a revenue divisional headquarters and 
second grade municipality, consisting of 28 
wards. The demographic details are provided 
in Table 1. 


Tasle I 


Men 

33,847 

Women 

32)163 

Total 

63,910 

SC 

6,804 

ST 

3,684 


Source: 1991 Statistical Census, Kavali 
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ThistQwnhwacoiniiwiittyltQipltal,uiider 
the supervision of the Vaidya Vidhana 
Parishat, with the following UmR (Table 2). 


TAaLa2 


avil surgeon 

Nil 

Assistant civil sutgeont 

3 

Head staff nunc 

1 

Staff nuiM 

8 

Lab technician 

1 

Radiographer 

1 

Sweepers -i- icavengen 

S-t-4a 12 


It is a 40-bed hospital and has a small 
X-ray unit which shuts down frequently. It 
is learnt that the X-ray films, which they 
keep receiving from the diatrict H 0 ate not 
sufti-cient. So they use the films exclusively 
for medico legal cases (MLCs) and all 
other pmients are forced to go to private 
X-ray homes. 

There is no full-fledged blood bank in this 
hospital. H owe ver, in emergencies they draw 
blood from donors and transfuse it to the 
patients. Even though the patiem gets his 
own donon, is being charg^ from Rs 100 
to Rs 200 for a transfusion. Actually, the 
donors are to be screened by a variety of tests 
such as VDRL, Hb-S Ag, AIDS, etc. But in i 
normal practice they are beingignoied. Apart 
from this, ifthedonordoes not have sufftcknl 
perceiilage of haemoglobin Gets than 12 g 
per 100 ml), he is not eligible to be adonor. 

B u t this norm is violated many a time. As per 
OOadonoris allowed to donate only230 ml 
of blood. But the hospital staff draw moie | 
than 500 ml or even a pint (600 ml) from a i 
singledonoratatime,takingundueadvantage ■ 
of the donor’s innocence and illiteracy. 

In general the required drugs are aupplied \ 

by the district headquatteis hospital as per 
the indents put forth by the hospital 
authorities. If there is any dearth of drogs, ' 
they are permitted to purehase in the local 
ma^et It is reliably learnt that the doctors 
are taking undue advantage and swallowing 
huge sums by providing deliberately the 
concocted local purchase bills. Some of the 
medicines such as antibiotics like 
gentamycin, amoxicillin and other costly 
drugs are sold in the private market | 
clandestinely, instead of prescribing them 
for use by the genuine hospital patieitit. 

For in-patients during th^ tieatniem in 
hospital, Rs S is allotted per day as per 
govermnem rules for food and beveragies. 

So with this paltry amoum they could be 
given just a quarter litre of watery milk and 
bread. No food ia served. 

41 is ironical that thehoipital admtnistiaiion 
has its staff specialists for eye and 
orthopaedic, but diw to lack of facilities they 
are farced to perform functions of a general 
doctor, who usually prescribe common 
medicines like B„, paracetamol and leptran 
tablets to the out-patieius. These docton 
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ipsndinoit of their time in private practice, 
which it a lucrative one. Where there ii 
ipeclaiist post like dentist. It is kept vacant 
for over six moiUhs, this maladministration 
leads to non-utility of the latest equipment 
which is already possessed by the hospital. 

As the Kavaii town is located on the 
national highway, frequently road-accid«U 
patients are admitted in the ho.spital. As there 
are no facilities, the patients are referred to 
Nellore or Madras for further treatment. 
But there is no ambulance facility in the 
hospital. So the parties are asked to bear 
their own expenses by engaging a private 
vehicle. The majority of the in-patients are 
women and they come fordeliveries or family 
planning operations or hysterectomy. 
Occasionally, the patients come for 
appendectomy. No otho-major surgeries arc 
being done here and they are advised to go 
elsewhere. 

Doctors openly demand, from Rs 1,500 
to Rs 2,000 for each surgery though 
equipment and drugs are provided by the 
government. Shamelessly, doctors support 
the demand in this way: why do you grudge 
to pay us this amount, when you are prepared 
to pay twice the amount to the private 
practitioners for the same surgery? Lab 
technicians and nurses demand their share 
from the patients. 


The present head of this Community 
Hospital is not a civil surgeon with MS 
qualification but an MBBS. Owing to his 
seniority he was posted here as assistam civil 
surgeoa He is the brother of the defeated 
TDP candidate in this constituency. He has 
made this Community Hospital a forum for 
discussing issues rdatingtoelectoral politics 
or for doing ‘piravies’ (power brokerage). 
He pays no attention to hospital 
administration. Though, the present MLA 
K Yanadi Reddy belongs to Congress, he 
has becomeatitular leader. Executivcofliccrs 
like RDO and sub-division police officer of 
this division are posted with the blessings 
of the native TDP bosses. These ofTicers are 
sub-iervient to the local bosses of the ruling 
party. V Venugopal Reddy, the defeated 
TDP candidate of this constituency during 
the assembly elections of 1994, was new to 
the field of politics. His primary business, 
then as well as now, is running industry at 
capital city, Hyderabad. The then TDP chief, 
late N T Rama Rao issued party ticket to this 
industrialist by denying it to the old one, by 
name G Kondappa Naidu. Kondappa Naidu 
contested independently in the elections. 
Ultimately the election result was won by 
the Congress candidate. From then on, this 
industrialist wanted to strengthen the party 
through hiskith andkin ashisrepresentati ves 


in (his constituency. The doctor in charge 
of this Community Hospital is one as such. 

Pot the past six mor^, there has been 
ahueandcryin theoewspapen against tlui 
hospital’s mismanagement and gross 
negligence of the doctors. People from 
different organisations - daliLci vil liberties, 
students - and opposition parties resorted to 
dharnas, proceasions, road blockade, etc, to 
build up pressure on authorities. Usually the 
authorities conduct enquiries and sadsiy the 
higher-ups, which is a bureaucratic tecimiqiie. 
But the right to health is still grossly violated 
at the grass roots level. 

I conclude this pathetic narration with the 
wordsof popular Tclugu ballad singer,Gaddar. 

When the son asks the old father to take 
him to government hospital for treatment, 
the father tells his son. 

Nenu raanu koduko sarakaaru 
davakhwiuku 
Sasle chaavu chae 
batikunte ganji poi 

(I shall never visit government hospital. 
If I live give me a little gruel 
Bury me if 1 die.) 

fThis paper was presented in the National 
Seminar on 'Human Rights in Grassroots 
Perspective’, jointly organised by the 
Department of Political Science, University 
of Hyderabad and Univenity of Delhi on 
January 23-25, 1997 at Hyderabad.] 
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Rio Minus Five 

UNGASS: A Return to Reatism 

YaibTuidoii 
S Aaanthakririuum 


The UN General Assembly Special Session to review thi progress 
made on the agreements arrived at the Rio Summit in 1992 
represented in many ways a return to realism after the heady days of 
Rio. This also meant that the north-south divide which had been so 
admirably kept under surface at Rio arul in the various preparatory 
meetings loomed large virtually derailing the Rio process and 
obstructing negotiations on rrutjor issues. 


IN June 1997 over 6S heads of state and 
government met at the United Nations 
General Assembly Special Session 
(UNGASS) to review the Rio Process at the 
end of its five years of life. What was 
achieved, what was lost out, and what was 
the way forward were the items on the agenda 
Preceding the UNGASS, an Intersessional 
in February 1997, and a meeting of the 
Commission for Sustainable Development 
(CSD)in April 1997, had already done much 
of the preparatory work. The UNGASS was 
the culmination of a long process. As with 
mott heads of state meetings, there was not 
much left for them to do, except negotiate 
and fioaliw some of the issues still under 
brackets, and to issue a political statement, 
a relatively dull business compared to the 
hard-headed negotiations that preceded the 
UNGASS. 

In the event, the UNGASS turned out 
symboiicaily to be a landmark conference 
not in terms of what it did but in terms of 
whtt it failed to achieve. It appeared overall 
to tw an exercise in futility. It started out as 
Rio plus five, meaning it was an appraisal 
of achievements over the last five years 
(1992-97), but the NCOs soon dubbed it as 
Rk) minus five, since the general verdict was 
thal iiiaiead of moving forward, the delegates 
had moved back to before the days of the 
Rk) Summit 

A more complimentary verdict would be 
that UNGASS was a return to realism 
compared to the heady days of Rio. The 
brackets' finally came down, as they had to, 
for otherwise there would be no dement 
at all. But after hard and often bitter 
negotiations, what temainedofthebracketed 
items were, in practically every case, a more 
restrictive, as opposed to liberal, version of 
whti was agreed. Like trapped animals, the 
diplomats closed in on each otHer, afraid to 
compromise on even peripheral issues. The 
somh-north divide, ever under the surface 
during the precedinglntenessional and CSD 


meetings, loomed to the front, and 
negotiations virtually ground to a halt on all 
major issues. 

The standstill positions on these issues 
were in many cases a backward step from 
what had been agreed to five years ago at 
the Rio Summit in 1992. In other cases, it 
was simply an admission of failure combined 
with the usual diplomatically mandatory 
expression of optimism that the years ahead 
might lead to a better understanding between 
nations. Isuues that were problematic for the 
north in 1992 are problematic even today, 
Ftnancial resources, transfer of technology, 
reduction in green house gases ore some of 
the issues where promises from R io have not 
yet been fuiniled. 

No PocrricAi. Statement 

Symbolically and psychologically the most 
traumatic failure was the delegates’ inability 
to agree to a political statement. In its drafl 
form it was an innocuous, apparently 
harmless, statement which look note of the 
developments sincethc Rio meeting, and got 
the members to reaffirm their commitments 
to the original principles and objectives. 
Most conferences of this nature noniudly 
end with some kind of a political statement 
enshrining at the very least a sense of 
collective will to do something about the 
issue on the agenda, in this case the issue 
of sustainable development. At UNGASS 
the diplomats could not bring themselves 
down to achieve even this minimum. After 
hours of negotiations on the text, going into 
the wee hours of the morning following all- 
night discussions, the tired delegates decided 
to abandon the elTott Consequently, no 
political statement was issued. It emphasised 
the extent to which the distrust between the 
assembled dignitaries had deepened as the 
night darkened. 

In years to follow, analysts may sedt to 
find reasons or scapegoats for the failure of 
UNGASS. The term ‘failure* itself would 


be subjected to critical analysis. Were the 
Bighu pethapt set unreasonably Mgb? Was 
the 1992 Rio conference to blame for allow¬ 
ing the euphoria of the moment to set 
unachievable benchmarks? Another set of 
analysis will seek to find scapegoats for the 
failure. Who, or what group of nations, were 
to blame for the failure of UNGASS? 

Already during the Conference, those 
NCOS (niostly from the north but some from 
the south too) that were concetned more 
about the environment than about 
development vrere putting the responsibility 
for the looming failure on the countries of 
the G77, the numerical misnomer that 
describes the 132 countries of the south 
that not very long ago were the colonies of 
the north. How could the (j 77 not realise, 
they argued, that the environment was 
for all, not just for the north? How could 
they imperii the environment at the alter 
growth? 

Indeed, at times i t did appear as i f the south 
were saying that all they wanted was 
'development', and that environment was 
sontething that was the responsibility of the 
north because it was the north that had 
damaged it most. Yes, the environmentalists 
argued, the historical fact cannot be denied 
thm the west was primarily responsible for 
the environmental crisis, but as we get to the 
end of the millennium, they argued, there 
are more m iddle<l8ss consumers in the south 
(especially in large populous countries like 
India and Brazil) than the populations of the 
north put together. Therefore, the 
environment cannot be saved exclusively 
through the efforts of the north, the south 
too had a ‘common’, although admittedly 
'differentiated', responsibility towards the 
environment. They too should change their 
habits of consumption and alter their systems 
of production that take into wxount their 
environmental impact. 

For the south, on the other hand, it was 
not a question of denying responsibility for 
theenvironment. They did not need reminders 
that they lived under the same sky as countries 
of the north, that the environment recogn ised 
no borders, that if the whole world sinks, 
the south will sink with the north. But if the 
boat was in danger of sinking, they argued, 
it could sink on account of unequ^ loading 
just as miKh as on account of overloading. 
The boat was heavily tilted on one side. and 
it was their side, the south argued, that was 
already half in the water. Let us distribute 
th»lo^ a bit more equally whilst we do 
something about reducing the load, they 
suggested. 

TTKy reminded their northern colleagues 
that the Rio was a package deal In renirn 
for the south agreeing to lake on board the 
environmental agenda, the north had 
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committed to providing the uuth with the 
nquUlteflnencla] and iechnologicel support 
loget onto the ageof eco-friendly proth^on 
systems. The north had not kept their part 
of their bargain - the promised official aid 
was to be 0.7 per cem of northern GNPs, 
in fact it had fallen ftocn 0.34 per cent in 
1992 to 0.25 per cent now; then had been 
no transfer technology to the south to 
enable them to engage in environmentally 
benign production, and in general the south 
were worse off than before. 

So, inevitably, the north-south negotiations 
boiled down to that desideratum of human 
relations i n the capitalist epoch, money. The 
nenth pleaded guilty for their failure to keep 
up their promises of the past, but asked the 
south to join hands to try and work out a 
more practical way of approadiing the future. 
Aid, officially known as Official 
Development Assistance (ODA), they 
argued, was really no solulioa It creates 
dependency. It tiasnot delivered theeapected 
results. It has often been abused by the elite 
of the south, with very little filtered to the 
poor. And in these hard times when capital 
is short even in the countries of the north 
where they too are cutting down on welfare 
expenses, it would be difficult to convince 
their domestic publics to provide tor the 
south. Aid has indeed become an unpopular 
cause in the west - they talk shout ‘aid 
fatigue'. In fact, the popular perception in 
the west was that the south (meaning 
essentially countries in the Pacific Region) 
is ‘taking over' from the north the leadership 
in economic development, and constituted 
a threat to markets and jobs in the north. 
Hence their publics would not agree to 
spending aid money, except for the least 
developed countries (LDCs). Already at the 
G7-f I meeting in Denver that preceM the 
UNG ASS meeting, the US had made a strong 
caw for trade rather than aid as the basis of 
relations bmween the north and the south. 
At the UNGASS meeting, hence, the US in 
particular, but others of the north as well, 
were in no mood to reaffirming aid as the 
chief vehicle of fuiancial transfer from the 
north to the south. 

What, then, was to take the place of >aid? 
FDIs, the west responded, foreign direct 
inveatments, that was the route to go. 
Everybody, they argued, was going to the 
nuuket to source futiA. Even industrialised 
countries have to borrow from the mmiey 
market The market wasaneiTicienldupenaer 
of rcatee rcaourcea. It rewarda thote whoate 
hard working, have atrong control over how 
the ftinda are used, and who can petfotm, 
produce reaults. Gone are the days of soft 
fimttofromgoverii i ii eatt or f nHntotefii a iti^ - 
inadtudona. ft if an open market let the beat 
ones secure dw resouroea. 


Poul, the south responded. It is not fait. 
Fins can never he a subsdUiie for ODAa. 
FDIs are offentd as an excuse for the north 
to abandon the coramiunents they hadenteied 
into at Rio, to get off the hook. The south 
advanced several aigumento to support their 
case, in a meeting with the NGOs, the 
chairman of theG77,AmbassadorMangachi 
ofTanzania, atgued that FDIs were a matter 
for the private lector, OOAs. though small, 
arc HiffleChing govenmenB can use to meet 
their obligations under Agenda 21. The 
private sector is not known to care either for 
the ^environment or for social issues. For 
them it is profltt, and if they cannot make 
profits in one country they are quick to 
transfer tbeiTcapitaltowhere they can. Hence, 
PDis cannot te relied upon to meet the 
requirements of Agenda 21. Besides, 
Ambassad or Mangachi argued, the FDIshave 
only gone*to 12 of the 132 countries of the 
south, and these are mostly coumries in the 
Pacific Region, with China taking the largest 
chunk. FDIs thus are no answer. 

The argument of the south was borne out 
in a report presented by the Expert Group 
on Finance of the UN Department for 
Policy Co-ordination and Sustainable 
Development. In an article entitled 'Taking 
Slock ofTrends in Sustainable Development 
Financing since Rio', Theodore Panayolou 
showed that as far as FDIs are concerned, 
the poorest countries that needed most had 
received the least and in middle-income 
countries very little FDIs went into social 
and environmental sectors. In another 
article, ‘TheRoteofForeignPrivaleCapitai 
Flows in Sustainable Development’, Kwang 
W Jun, a principal financial economist with 
the World Bank, and Thomas Brewer a 
professor at Geoigetown University. US. 
went even further, and contradicting 
conventional wisdom, they atgued, citing 
the authority of Richard Caves, that there 
is no dear evidence that FDIs necessarily 
lead to growth. In summarising and 
concluding their evidence, the authon argue 
that in sum, although FDI flow dab provide 
approximate indicators of changes in the 
absolute and relative magnitudet of FDI 
over time and diffeienccs over coumries, 
they are not fully indicative of the overall 
significance of FDI to physical capital 
formation - let alone the other three types 
of capita] (human, natural and social) 
identified dwve in the notion of lustainhUe 
devetopment. Indeed, dab on FDI as a 
fmancial flow do not fiilly refleci the 
technology transfers that n cconyaiiy PDI, 
nor do they fully reflect contxibut^as to FDI 
to human capkal. Given the careftillanguage 
of an academic and an employee of the 
World Bank, this it damnmg verdict on the 
much floutedFDIsatthecuretoallproblc mi 


of development, let alone of envi roiua e n bl 
pollution, that the south flues. 

However, few, it teems, bad read dip 
expettt* report. The del^atesfiom the souBi 
who attemied UNGASS could have quoted 
with authority the report to back their caie, - 
but they were probably already ovoburdeoed 
with meetings and trivial otto documents. 
In the evem. the south came out badly*in 
public eyes, especially in the NOO’t. 

Finance, Noam-SouTH and NGOs 

At this point it mutt be r e m e m bered tto 
out of the 200 or so NGOs accredited to the 
Commission for SustaiiuUe Devdopraent, 
70 per cem arc from the north. Of the 
remaining that come from the south. nxMt 
of them are dominated by environmenblly 
onemed NGOs, with little or no under¬ 
standing of the wider issues rdated to the 
political economy of north-south relaskma, 
and many of them tinqily acting la virtual 
clones of northern environmental NGOs from 
which they receive their funds. One bfiUianl 
exception to this is the third world network, 
which started out during the Rio Summit as 
an environmema] NGO, but hat since then 
shifted to^he larger issues related to trade 
and in vestments and the south-north rdadoai 
generally. 

Both the NGO media and the larger media 
outside the UNGASS presented the 077 as 
the villain of the piece. The refiitn was thnri 
thcG77countries were Wockiaga g rB cm c a t t 
on iuues of critical importance to the 
environmenbl health of the earth by their 
nanow and selfi th concerns for devdopmeni 
aid for growth. The NGOs hit the sky when 
the C77 countries refused to diwodto 
themselves from the amendmentintrodnoed 
by Nigeria. Iran and Saudi Arabia to the 
effect that all references to poUntingefleeb 
of fouil fuel consumption be rtim i na i wl 
from the text. The N(jOs had a fair reason 
to complain on the energy issue, bat what 
they lacked waa a properjmdcrsbndiag of 
the politics of UNC/^. 

Tto finance was the mqjor stumbiiilg 
block was quickly underrtood by dL The 
NGOs put forward the idu of an 
intergovenunenbl Pmel on HnaDoe, like 
tbeone theC^hu on foieitiy, for example. 
Not wanting to get caught up in the debate 
between the official north ind the offidai 
south hovering around the issue of 
developmeM aid versus FDI, the NGOs 
hiiched thei r star to the wagon of‘Inoovaiive 
financial instramenu' for anstainable 
devclopment.tnchasani H M ni alionnlc a rtw 
tax, the Tobin Tax on hNsign exchaaci 
nagiactioiia, ltd inieniatioMi flNl avialtai 
tax. The G77 even reflaed to oounteMnoe 
the creation of inch a FaneL lhajr argued 



that this was unnecessary since the Group 
of Experts on Finance had already made a 
study on the various financing mechanisms 
and it was now for govemmenis to act on 
them. In this the G77 were being perhaps 
supercilious and unconscionable, but by this 
time they had decided to test the political 
will of the west. The Intergovernmental Panel, 
they saw, as a deviationist tactic to get the 
west off the hook, and they did not want to 
oblige, seeing that they were not getting 
anything really concrete and tangible out of 
the negotiations. The proposed Inler- 
govemmcntal Panel was thus referred to 
the UN Enonomic and Social Council 
(ECOSOC) for further discussion. 

The NGOs too had not done their 
homework. Had they cared to study the 
report of the Group of Experts on Finance 
they would have seen that the innovative 
financing measures had serious problems, 
no less serious than the aid/FDI measures. 
Bernard P Herber. after carefully examining 
the various innovative suggestions, 
concluded thus: What characteristics should 
international environmental taxes exhibit in 
order to encounter l^t political resistance 
from nations to their adoption? Since an 
absolute transfer of sovereignty to a 
supranational body is unthinkable to the 200 
sovereign nations constituting the global 
public sector, the sovereign imemational lax 
system must be rejected. This leaves 
harmonised national taxes and the non- 
sovereign international tax instrument as the 
only available policy instruments that meet 
the desired criteriaof ‘revenue automaticity' 
and 'efftciency' via relative price effects. 
But how may these instruments be made 
‘politically more acceptable' to nations who 
jealously guard their sovereign powers ol 
taxation? 

The author then goes on to suggest 
conditions for attaining a path of ‘least 
political resistance’ to international taxation. 
Herber’s analytical perspicacity contrasts 
sharply with the NGOs naive reiteration, ad 
nauseam, that nations must get down to 
discussing instruments such as the Tobin lax 
and the carbon lax, and so on. Their papers 
on financing for sustainable development, 
of which a number appeared in their daily 
Outreach, did not advance the argument one 
inch, and indeed became very boring. The 
NGOs had hoped for the adoption of EU’s 
proposal on aviation tax to mitigate the 
negative impact of aviation on sustainable 
development. But it ended up as a footnote 
to the final docuittcnt 
The G77. though not to be excused for 
turning down the suggestion of an 
intergovernmental panel on finance and thus 
giving the issue the urgency it deserved, 
must however be excus^ for thinking that 


the NGO effort looked like yet another 
exercise of gelling western goveinments off 
the commitments they had solemnly eiUered 
at Rio. They therefore, at least as of then, 
pushed aside the idea of the 
intergovernmental panel on finance. 

Why was UNGASS such a disaster? What 
was it that separated UNGASS 1997 from 
Rio 1992? TIk end of the cold war for one. 
The process of globalisation for a second. 
And the emergence of the WTO as the lead 
international institution in the new era for 
a third. The end of the cold war has had two 
opposing effects on ODA. On the one hand, 
the reduced nehd for military expenditures 
should have freed more resources for 
development aid, as a peace dividend On 
the other hand, the [tolitical support for aid 
diminished by the reduced relevance of 
security considerations, which in some 
cases motivated development assistance. If 
this is true, and we think it is, then the 
developing countries are barking up the 
wrong tree. The end of the cold war has also 
entted the need to sweeten their allegiance 
through aid. 

The second is the process of globalisation. 
An old historical movement, globalisation 
was interrupted through the cold war years. 
The US had found it necessary to enable 
certain strategic economies (those in the 
Pacific rim) to acquire strength to fight against 
communism. The U S thus not only supported 
these economies with capital and technology 
on soft terms, but also with their abundant 
market for the industrialising countries of 
Japan and then South Korea, Taiwan, 
Singapore and Hong Kong. With the end of 
Soviet threat also ended the need to support 
these countries, or any other that might want 
to emulate the tigers. From now on, the US 
is determined to ask full price for every 
dollar and for every piece of technology it 
exports to the south. The Trade-Related 
Intellectual Property Rights (TRIPS) is there 
to ensure that the American hegemony over 
technology is mai ntained. and Trade-Rciaied 
Investment Measures (TRIMS) are there to 
ensure that American (and western) capital 
enjoys equal, indeed even preferential, 
treatment to national capital. There is no 
more free lunch for the south. Globalisation 
thus is a process of reassertion of western 
capital over the south unmitigated by the 
earlier conditions of the need to counter the 
Soviet Union.' The FDI swan song (all 
problems, whether developmental or 
environmental, are remediable through the 
application of foreign direct investment) is 
a product of this globalisation process. 
Despileevidcnce to the contrary, as presented 
by western experts themselves (sec idrove), 
the FDI will remain the favoured route 
espoused by the west, led by the US. 


And the third change since Rio 1992 is 
the emergence of the World Trade 
Organisation (WTO) as a primary instniment 
of globalisation. Though still in its infancy, 
the WTO already wields considerable power. 
In theory its decisions are taken by consensus, 
lareality, the quad countries (the US,Canada, 
the EU and Japan) lake all the critical 
decisions in cios^ meetings, and then pass 
them down to the rest of the world. A few 
countries of the south (notably, India, 
Indonesia and Malaysia) attempt, not very 
successfully, to defy the dictum of the Quad, 
but the rest of the third world arc hostages 
to the promise ofFDIs and dare not squeak. 
The WTO surpasses the older GATT both 
in its scope (with trade-related one-thing-or- 
the-otherbrought on to its sprawling agenda), 
but also in its ability to adjudicate on disputes 
settlement that enables the powetful countries 
a legitimate basis to impose cnus-sectoral 
sanctions on weaker nations. The latter, 
though legally equal to the .powerful, have 
little possibility of imposing saqctionson Che 
powerful. 

It is also no secret the the WTO promotes 
the interests of transnationals and it is not 
a forum for democratic decision-making. 
The NGOs had hoped for the UN to come 
up with appeals for greater accoumabitity of 
tlw transnationals to the civil society. What 
actually happened was condoning the present 
role of the business and the transnational 
corporations (TNCS). The president of the 
General Assembly even organised a special 
luncheon for the CEOs of 10 TNCs where 
a number of senior government delegates 
also participated to formalise the corporate 
involvement in the affairs of the UN. The 
CSD is expected to come up with a framework 
for corporate involvement in UN decision¬ 
making. All efforts of the NGOs to make 
the member states talk about corporate 
accountability became futile. The alignment 
of the WTO, IMF. the World Bank and the 
UN to the corporate agenda is becoming 
clearer It is this transformed situation 
between 1992 and 1997 that explains the 
difTetence between the euphoria of Rio and 
the catharsis of UNGASS. 

All those six weeks or so of laborious 
negotiations among the di plomals of the UN 
member nations prior to tte Special Session, 
however, did yield some minor achievements. 
CSD will give priority to the fresh water 
sector for its next year's meeting. Over a 
third of the world's population will face 
sdkeie water shortages in the next 25 yean. 
And therefore it wax important that the issue 
was brought on board and given the 
seriousness it deserves. What the south has 
to be cautioned on theiisue of water.however, 
is on the present trend, supported by the 
World Bulk and the FAO. to privatise and 
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comnieicialite water. Thii would be a ritky 
rtiad togo fornind communities where water 
is still a puWc gcMd,often the only remaining 
communal resource. A second issucon which 
some progress was made was the issue of 
tourism which hasbeen put on the UN agenda. 
An international programme action for 
tourism will be prepared by the year 1999. 
Once again, the south nee^ to be wary of 
the present trends towards cco-tourism. At 
best it is a contested territory; at worst it is 
yd another insiniment of the diversion of 
MNith'sresources towards meeting the needs 
of the north. A third area of possible move 
torward was the identifleatiun of the need 
for energy and material efficieny in 
production processes. This calls for national 
programmes for action panel. Povcrly 
reduction and sustainable patterns of 
consumption will figure in all the future 
meetings of (he CSD. And the fourth issue 
that needs careful scrutiny is thedevclopmeid 
tin the issue of a forestry convention. This 
isoneissue wherethc interests arc not sh^y 
divided between .(he north and ilie south. 
Thus, Malaysia and Canada, for example, 
belong to the group of countries that want 
u Forestry Convention, backed by the large 
lugging companies. The US and most of the 
south are opposed to a Convention at this 
tune, preferring that (he present principles 
agreed on forestry be first implemented 
before discussing the idea of a Convention. 
And in this they have (he backing of most 
NGOs, both from the north and the south. 
However, an intergovernmental forum on 
forests will replace the present intcr- 
guvemmcntal panel. 

CONTLIISION 

In perspective, then. UNGASS cannot be 
view^ as a ‘failure' in the more nuanced 
a;nse of the term. Of course, it is a failure 
n the sense that it was not able to move the 
iia process forward. But the Rio proccas 
i.^clf was a product of a different set of 
ircumstanccs. Behind it lay the Brundlandt 
iepuft and other additional alarming studies 
n how the world was about to perish if the 
resent generations continued to ravage the 
'urid's resources at present levels of 
insuinption. To a large extent those 
xtgnosticationsiemain valid,althoughsince 
«n a few other scieittinc studies have shown 
at some of the earlier negative scenarios 
ere off the mark, were exaggerated, 
anetheless, what has changed is not the 
icnii fie basis of Agenda 21, but its political 
derpitmings. 

UNGASS took place in Hie context of 
reed globalisation. The south feels 
caiened. Those that had gained in the 
tier cold war period, such as the newly 
iistrialised countries of the Pacific, feel 


that globalisation is an effort tu roll back 
their gains. Those who were left out of these 
gains feel that the new political situation has 
made them even more vulnerable to the 
hegemony of one system, and one set of 
countries led by the US. than ever before. 

Thus when tlje west put in s paragraph in 
the ‘Political Statement' (that never got 
pa.sscd) to (he effect that “...We also intend 
to promote within the framework of the 
World Trade Organisation (W‘rO) the 
imcgraiion of sustainnbledevdopmcni within 
the multilateral trading system and ensure 
that trade rules are compatible with strong 
and effective environmental policies... We 
support all efforts to ensure that goods 
and services produced by all countries 
and the means of their production arc 
environmentally friendly.” the south 
immediately saw red. They saw it as y« 
another attempt at environmental imperia¬ 
lism. And so they countered withasuggcsled 
paragraph of their own saying, “.. we affirm 
the’ne^ to maintain an open, ‘rule-based, 
acx'uuniable. predictable, just, equitable, 
comprehensive and non-discriminatory 
global system of economic relations.!. I n this 
context, the need... to ensure that environ¬ 
mental concerns are not used as disguised 
protectionism and conditionalities on trade 
js emphasi.^...” 

As for the NGOs, they rotate in a world 
of their own creation. Some of them have 
played a very positive role in exposing the 
unsustainable patterns of contemporary 
con.sump(ion and production, and they are 
correct that continuing along the same road 
would be a disaster for the environmental 
health of the world. But the NGOs, by and 
large, do not understand economics, nor 
power. They arc both power and economics 
innocent. If they wish to play a more 
meaningful role in the future they need to 
problematise their innocence, do deeper 
thinking, and try to understand the basis of 
the increasing distrust between (he north and 
(he south. In other words, (hey need to move 
out of Ihcirenviponmcnta) cocoons, and look 
into the power and economics dimensisms 
of the global snuggles for (he diminishing 
resouiccs of (he world. 

In Rio 1992 the environmental lobby 
dominated to the virtual marginalisation of 
the development agenda, although the 
conference was on ‘Environment and 
Development'. Thedevckipingcountries saw 
it as an opportunity to take up the develapment 
agenda abandoned afler all the talk about a 
new economic world order. The five years 
from Rio were years of shattered hope for 
the poor countries. 

1^7 is a return to realism. For ite west 
it is return to thdr hallowed grounds of 
power and conquest, tested and tried over 


the last SOO yean with remarkable success 
for them. But for the south it is a lemm to 
chdragenda of development, and an equitable 
share in the world's resources. Ho^ully, 
in the years to come the balatKC betwee n 
developmem and the environritem would be 
more equitably adjusted than what Rio did. 
It was Rio 1992 that had failed the world, 
not UNGASS 1997. Maybe that was why 
the the spirit of Rio was absent leaving an 
embalmed corpse of susiainabledevelopnieiit 
after UNGASS. 

Notes 

1 Bracketed issues ore those over which no 
agieemenl hod been reached during earlier 
negotiations of a text. Usually, it is a rpieslion 
of appropriate language that would pro¬ 
vide a compromise solution to differ¬ 
ence* Sometimes, however, the issues 
are fundamental and reflective of deep 
divisioas 

2 This is reference to one of the priiKtptes that 
was agreed at Rio. It was recognised that 
cdunirics were unequal both in tenns of the 
damage they had caused the enviromneM' 
through their industrial activities in die past, 
and in terms of (he tesouroes they hod to clean 
up the' environment and to do something 
about the fuluie. Thus every country had a 
‘common' respoosibilily fortheenvuoiuneta. 
but 'difrereniialcd' according lo their 
culpability and capacity. 

i Thea-IrcfprstoRussiathaijouiedtbeofiginal 
seven, namely, the US. Canada. UK. France, 
Cctmany. Italy and Japan. 

4 'innance for SushnnaMe Deve lo pmen t '. The 
Rood Ahead'. Proceedings ofthe Fouilh Group 
of Meeting on Financial issues of Agcnda2l, 
Santiago. Chile. 1997. United Nations. New 
Yoik. 1997. 

5 ItMd. p M 

6 Ihid. p 119. 

7 Ibid, p 131 

8 See Outrriif'fi. Volume I. No 3. Fcfaraary 2S, 
1997. The Duirrorh is a daily publication ifail 
Ihc NOCs put out during the CSD sessions, 
all of whose editorial team come from the 
north, though there are ocMsional aitides 
from NOGs from the south. It is largely aa 
index of the disparity in re s o u rce s between 
southern and nonfaern NOGs. 

9 Sec. for instance. Owireadk edhotial of issue 
number 21 (April 16. 1997), and Ouinadi 
edilonal of itsue No .30 (June 17, 1997). 

10 Finance lor SustainaMe DevekipraeM. loc 
cil. p 473. Ibid, p 40. 

11 For further analytit of the process of 
globalisation, see Y Tandon. “The Effect of 
Globalisarion on Land and Food Security in 
Africa’, inniitiir of Po/ifita/ £r«n«niy 
Jimrnah. No S, June 1997. 

12 .Sec ‘GlotMlisaiion and SusnuMbie Oeve- 
lopnient. CoiuinaMs and PitMpects for (he 
South', Third WurUEnmimua:. No ISWI60. 
Aprtl-May, 1997. 

13 Dmad Contp, The (JaitriJ Naums and Ihr 
CitTjHtralt Ajrendk July 1997. 
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PERSPECTIVES 


Public Communication in 
Information Age 

Time for a Requiem? 

DfpankarSinlu' 

Public sphere, a necessary condition for any democratic society and 
polity, b in danger of being overwhelmed by the amplified voice of 
the market. The state has joined hands with the transnational sector 
to dbmantle the system of public communication. Efforts to counter 
such a threat should be organised at international as well as grass 
roots level with a view to incorporate local resistance within a plan 
for global intervention. 


CONVENTIONAL wisdom suggests that 
more and more infoimadon invariably leads 
to more and more communication. 
Accordingly we develop the customary view 
that information and communication are 
complementary. But the lesson does not bold 
true in all cases. Does information invariably 
facilitate communicative action? Can there 
not be a situation in which information itself 
hinders effective communication? Here we 
address the questions with special ivference 
to the global information explosion, and 
explain that it is possible to pose a challenge 
to the still dominant view of information as 
necessarily conducive to communication. 

When the global information explosion - 
hallmark of the contemporaty era widely 
acknowledged as the information age - 
overwhelms us with its extraordinary 
magnitude and power, we tend to lose sight 
of the way it leads to subtle but steady 
erosion of communicative endeavour. In 
generating a tension emeiging out of aprocess 
which can bedescribed as 'information versus 
communication’, the vertical depth and the 
horizontal spread of the information 
revolution posit the instrumental logic of the 
market inbinary opposition topeople-centric 
public communication. In doing so it seeks 
to serve the interests of the former at the cost 
of the latter. The result of this 'hidden* war 
in which people are put against the market 
is not entirely unpredktabic: the market- 
' induced information which requires no 
ledprocity from its receivers, tend to create 
mute and obedient citizens devoid of critical 
faculty. For the citizens who become its 
passive recipients the only act permitted by 
the market» “ncm-action". The imfdkation 
of this latent process is overtly political: 
negation of scope of diversity and dissent 
which are a probable outcome of people’s 
voice on issues that oonoem their life. 


Judging by its origin, communication is 
inhemuly a multi-way traffic of reciprocal 
interactions. The origin of communication 
can be found in “social interactions through 
which human and societal relMionships are 
established, maintained, changed or even 
transmitted through the perceived meanings, 
of signs, symbols, and language” (Mowlana 
and Wilson I990;45J. As an activity integral 
to human existbnee communication cannot 
but generate production and exchange of 
meanings, thus not restricting itself to linear 
and mechanistic transmission of messages. 
Having at its core “social interaction through 
messages” [Fiike 1990:2], communication 
acquires its people-centric character. After 
Jurgen Habermas (1989) made a 
methodological and descriptive exploration 
of the point, it has become comparatively 
easier to understand that as a social 
phenomenon communication shares a 
mutually nurturing relationship with the 
public sphere, even though the scope to go 
beyond Habermas’s partly ethnocentric 
andysis always remains. Public sphere, if 
explained in most general terms, can be 
de^bed as the ‘site’ in which the processes 
of formation of public attitudesandopinions 
take place. At the same time, public sphere 
is a social space, having at its box a “dynamic 
nexus” linking a variety of acton, fxton 
and contexts. Normatively.the public sphere 
requires that alt social actions lake imo 
consideration “the common, collective 
welfue, the equitable distribution of social* 
benefits, and equitable distribution of 
contribution to the common welfare” [Smith 
1989: lO-I l]i Descriptively, it refen to that 
dimension of collective decision-making to 
which citizens come together “not as subjects 
of the su(e or as private economic actors 


concemedwith mattersofindividuaiintefest 
hut rather as a free and open public bod] 
to discuu matters of general interest’ 
[Roderick 1986:42]. ’The public sphere Ihut 
has a di stinct diaracter of its own. Its feature! 
are to be distinguished from the private 
spheres which, despite having their res¬ 
pective public dimensions, rest on more 
paiticulatitlic interests and are bound by 
more restricted limits. Public commonicaliQn 
whichisthe “infrastructure of political public 
sphere” [Venturelli 1993; 23], goes beyond 
the institutional networks of communication 
like mass medtaand formal *pubIU:’ platfomu 
like parliament. Public communication 
draws its sustenance from more 'flexible' 
and 'popular' routes to people's awareness, 
mainly informal interpenonal conversatioiu 
or exchanges of opinions. Like the sub- 
spaccs within the public sphere the 
interactions within the public communication 
can have wide variations. With regard to 
governmental actions they can either be 
disparaging or laudatory. But essentially they 
must entertain the ‘spirit of questioning’ by 
vigilant citizens. 

Being less structured and less rigid, public 
communication-as sense-making, mewing- 
generating process-providesdifferingwayi 
of relating one person to others, or affecting 
the mind-set and behaviour of individuals. 
Being such a process.publicuommunication 
has an indispensable role in giving life to 
public debates, aixl in saving them from the 
market forces. To explain, the market has 
the extraordinary ability to create a process 
of inclusion-exclusion in which certain iisua 
finding favour with it are legitimiied, and 
the issues which fall out of favour are 
excluded from public debates. The following 
case can be t^en as an instance. In the 
'market-friendly' India of the late 1990s it 
is becoming extremely difTicult, if not 
impossible, to raisequestioiuon the viability 
of the liberalisation in general, and 
privatisationandderegulition in paiticulv. 
With these questions being gradually 
excluded from the public realm, public 
debates can only go as far as to discuss the 
issues with limited purview like the exteit 
of foreign direct investment or the extent of 
reduction of corporate tax in budgets. 

Examples [Habermas 1989] Hke cof^e^ 
houses and tea-houses of London from tfr 
late 17th century, Paris salons and clubs it 
France, and readers’ societies (meant for 
reading and discussion of newspapen and 
periodjeats) provide some 'conciete' iden 
of a ceittun type Chourgeois” in Habernisi’i 
typology) of public sphese of the Wed 
European countries. In the non-westets 
countries like India cluba, associatiom 
restaurants, and even coffee-housei (fo* 
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iastaiioe,dw historically important Calcutta 
Coffee House), though feu in number, do 
play a sigittfh^ rote in creating a ‘lively’ 
piMc sphere. But the more frequent a^ 
viable means of public comnuinication in 
these coumrfes are face^o-face discussions 
based on infonnallyconsUtutedsiiiall groups, 
Spontaneous street-corner conversations, 
periodic talk-sessions of like-minded 
participants and/or peer groups, which 
provide possibility of equal, open and 
cunttraini-finee discuuion (what Habermas 
colls “discursive will-foinution’'). 

The participatory spirit of public com¬ 
munication lies at the base of a polity which 
has plans to entertain at least a reasonable 
degroe of civil democracy. This is for the 
obvious reason that citizens ’ participation as 
‘political senitinisen’ and their expressions 
arc cemral to its existence. But vox populi 
is not an ideal that attracts the marketers of 
global information explosion. Thcexplusion 
is being carried out in an eta in which the 
voice of the people is being subsumed by 
the amplified voice of the market. Once 
again, ilabermas (1973), a man deeply 
distrustful of technocratic rationality which 
demolishes the scope of rational politics, 
draws attention to the “legitimation crisis” 
of the capitalist society - a crisis which is 
essentially a crisis of communication. Des¬ 
pite certain deficiencies in conceptualising 
the public sphere [Dahlgien and Sparks 
I993;S-71. Habermas succeedsin explaining 
the importance of the ideal speech situation 

- a valid and fair process of communication 
dynamics related to individuals’ voiumary 
submi.ssion to a social order. 

II 

Ideally there is little scope for people and 
the market to be engaged in a conflictual 
relatioiuhip.'niis is because the market existjt 
for people, and not vice versa. But in this 
case, as in many others, there exists a wide 
gulf between the ideal situation and practice. 
The ongoing mythiftcation of the market as 
the magic solvent that claims to be leaving 
no trace of problems in the life of the people 
has a disastrous implication. In a story-line 
which may be remarkably similar to that of 
Frunketutein, the market, created so meti- 
culoasly by the neo-liberal 'Frankensteins' 
of our times, cmetges as the demon that 
seeks todevour those to whom it owes its life 

- the people. Public communication which 
reqviseg-active citizeru, constitutes, for 
rbvious reasons, thepritnetargetofthe muket 
md the m^et-indbeed information which 
matcommuaicative ciiitMu^as a liability. 

To reiterate, public Icciipini/nlcation is a 
lemocratic process of interactlau among 
oncenied citizens. However, when the 
tatement establishes a link between public 
ommunication and democratic spirit we 
eed to remain aware of the fact lliat even 


the most widely respected democracies of 
the worid, baaed as they at on well-rooted 
electoral process, are falling prey to various 
forms of “money power”-fnmaponsmhips 
of high-profile candidates to large-scde 
political donations. Inthlscontextrefeiences 
can be made to P V Nansimha Rao, India's 
former prime minister, and Bill Clinton, (he 
US presidem. Both of them are trying hard, 
but without much hope, to dissociate them¬ 
selves from scandalsrelated to’management' 
of large-scale funds from not-so-legal 
sources. One need not possess expert know¬ 
ledge to understand that public communi¬ 
cation iseverywhere under threat This, along 
with the fact that public communication by 
itself can only facilitate but cannot “ushc^ 
in” democracy, makes the ptobiem mote 
complicated. However, the point remains 
that public communication is a necessary, 
though nut exclusi ve, condi lion of democratic 
society and polity. It is the best available 
indicator to measure the potential capability 
of citizens stniggling to establish bettergover- 
nance. It is the ipost effective means to trans¬ 
late citizenship from an abstract idea to social 
and political practice. Then again, wc need to 
be cautious whi le asserting the inalienability 
of public communication and democracy. 

Ironical it is that while many find comfort 
in the process of re-establishment of 
democracy as the flag word in the mainstream 
political discourse, we often fail to take into 
account Ihe Iransformation which results 
from democracy becoming an appendage to 
the market. The growing subordination of 
democratic norms to the market imperative 
has become particularly strong during the 
dissoluiionof the ‘secotid world’. Our vision 
has become all ihc more blurred by the 
powerfulerfortsto 'authoritatively ’ establish 
[Fukuyama 1992! a linkage bmween the 
dis.solution of the so-called command 
economy in the erstwhile soaaiist slates and 
the “march of democracy”. When wc find 
comfort in derixicracy thriving well under 
the shelter of liie ms^et we fail to notice 
how the market-pliant ‘democracy', paying 
lip service to popular participation, effec¬ 
tively kills people's capacity by unilaterally 
determining their perceptions, self-images, 
interpersonal relatioru, ideologies and other 
forms of expressions. In the specific context 
of public communication, precisely because 
its conceptual foundation and operating 
norms necessitate a vibrant public sphere 
with participatory interactions it is subject 
toexipcmelyfrcquent disruptions and thr^ 
of termination even in some notable 
democracies which adopt s stance in favour 
of political freedom. 

'Thus, the conflict in which ihe market and 
the people irecntangled is aconflici between 
two processes having polar-opposite 
characters: one being basiarily c o ncerned 
with a unilateral (though not unilinear) pro¬ 


motion of the so-called fiaemarket refetfeos 
through a highly integrated infoimatioa 
network; the other being essentially attached 
to more open and diffused, ond pdycentric 
sources of participatory comrminicatjoii. In 
fact, the cteaUvity of public commurncatkm 
lies in its relative unpredictability. Public 
communication let people live through a 
time of relative uncertainty to give them the 
scope to evolve their ‘own’ opinions, rather 
than meekly following any pre-set views. 
True, formation of such opinions does not 
necessarily lead toachange in official policies 
which follow their own methods of 
formulation and implementation. But the 
very fact that such communication takes 
pl.-ice can unnerve its detractors. The 
Tiananmen Square massacre (June 4,1989) 
in China can be cited as an instance. The 
massacre of the 'pro-democracy' Chinese 
students showed how an exceptiowly strong 
state overcame its initial brailation to use 
force by invoking ‘socialism’.The point that 
needs to be emphasised here is tlutt the very 
use of force - a potent weapon that stiU 
‘Icgiiimaiely’ belongs to the state - in the 
nameof saving ‘socialism’ proves that behind 
the violent outburst of the state, even at 
sirongas the Chinese slate (Guo jya) against 
Ihe public sphere and public communication 
there lies a 'defensive' posture to seek 
legitimacy for such actions. 

Interestingly, the attacks on public 
communication emerge from two sources 
which are at the present moment in Ihe 
process of minimising their unfriendly 
relations in order to harness eadi other's 
potentiaionaco-operative basis. The sources 
are. namely, the state and the transnalionai 
sector (having such components as 
mutiinational cotporuions, transnational 
banks, the non-governmental organisations 
and other non-state actors). It merits separate 
analysis to explain why the two, de^ie a 
past record of mutual suspicion and even 
hostility, converge to disnuntle the system 
of public communication. It can safely be 
argued that the co-oper«ivc gestures of the 
I wo entities are not a resul t of a conspiratorial 
design; it might just be a coincidence that 
both happen to And a common target in 
public communication. In (heeroeigeni worid 
order we are yet to be in the know of Hungs 
on many vital issues that affect our life. The 
stale* market cotrespondenceisceitainly one 
of them. However, it can be slated tint the 
market, both in indivklual capacity and as 
sn ally of the state, acts as acaiaiysttoaitacks 
on public communicatioo on the basis of the 
binary logic of the zero-sum game. 

Ill 

Historically, the slatc-pubiic sphere 
relation was never cotdiBl-in Ihe saise thM 
the former could never really leiiit the 
temptation to tnnigrets upon the domain of 
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the latter. Demonstrably, the Nazi or the 
Fascist state in western Europe, or the I nd ian 
sime during the emergency, or the Chinese 
state during the Tiananmen massacre, were 
only cruder shows (though not of the same 
intensity) of what usually are more 
sophisticated ways of statist encroachment 
on social spaces. The statc-controlled media, 
and even mote discrete and ‘democratic’ 
state enunciatcd-planning [Bagchi I9*)l], 
provide more sotm but no less aggressive 
process of curtailment of social spaces which 
are hospitable to public comnuinicatiun. Such 
temptations, both of the cruder and rcrined 
varieties, are a result of the statist perception, 
oroutright fear, that the public sphere, if kept 
unsupervised, might b^me a threat. The 
problem is compounded by the fact that the 
line demarcating the powers of the state and 
the rights of the citizens rcmai ns too blurred. 

On the other hand, the transnational scctoi, 
in its present form, which has come, for 
better or for worse, to determine some vital 
segments of social and political reality of the 
late 20th century world, favours, by its very 
expansionist urge, grand regimentation on 
the basis of a set of globally mobile values. 
These values which seek to make the world 
a trans-frontier market by communicating 
certain transcendent market relations, take , 
advantage of the progressive decline of the 
nation-states “to shape the orientations of 
social life" [Brown 1995:63). Admittedly, 
it is piematUTe to argue that the process of 
’take-over’ of the nation-states by the global 
nurket is complete. The fact that a number 
of states, not the least those advocating the 
"open market", such as the US, Japan. France 
■nd Germany, are resorting to neo- 
protectionist measures, is an indication that 
local market over which the state has 
relatively greater control, might make the 
run less smooth for the global market. 
However.the point need not heoverstreteted. 
The process of 'take-over' is going on with 
the states becoming more and more 
susceptible to the rule of the market. This 
has M David Held (1989) to argue that the 
“end of domestic policy" might be in sight. 
Quantitatively, today there arc more market- 
guided states than there were a decade ago. 

It follows that there has beenasteady decline 
in the number of state-guided markets. 

With an ever-growing clientele of people 
around the world, who are being seduced by 
the ^>narfcet culture" to think, act and even 
dream literally in terms of the market, even 
those who remain outside cannot but be 
impressed. For more than 200 years the 
market has remained the motive force of the 
capitalist modernity which sought to diffuse 
its ethos [Hoogvell 1986:60-62] from t)ic 
enlightened west to the non-western ‘rest'. 
But the nature ofthe process has undergone 
some changes, even if the objectives remain 
the same. With contraction of time and space 


in the information age the state has ceased 
to be impervious, and as a consequence, its 
public sphere has become more vulnerable 
to the influences of transnational actors. 
Today it is no longer a question of just 
diflusion, but diffusion through infusion of 
market values. In order to embark on the task 
of making a state subject to engineered fragi¬ 
lity, the proponents ofmarket supremacy", 
who also happen to be the leading architects 
of global governance, initiate their move 
from "down below" - at the level of the 
public sphere - with a view to stifle public 
communication. In doing so, they display a 
deeper and better understanding of the major 
source of resilience of the states than the 
rulers of tlie states themselves who .seem to 
.share a conviction that the way to a strong 
.state lies through a weak public sphere. 

Can mas.s media be far Irehind when the 
market is under discussion? The most 
arkpowlcdged.powcrful and ’reliable' agent 
of tile markcl-propcilcd diffusion through 
intusinn process is the mass media. Any 
reference to the mass media which, to use 
apost-modernist phra.se, acts asan instrument 
of mctanairativcs of corporate (and cyber¬ 
age) capitalism, inevitably gives rise to 
questions about ownership and control, and 
functions. The market-media partnership is 
more of a ‘momage of convenience', and 
it is less tension-prone than the market-state 
rclutioas. The market has made successful 
inroads even into the hitherto prohibited 
Icrritoiy ofthe stale-owned media for which 
the lure of the "hig capital” - channeled 
mainly by multinational corporations in the 
forms of sponsorshipsfadvertisements - has 
been loo tempting. However, it is common 
knowledge that the market-media interface 
would find its fullest expression in corporate 
media. A more rigorous analysis than what 
can be done here is required to shed light 
on the ways the globalisation and its 
concomitants like privatisation,deregulation 
and commerciaHsation combine to create an 
invincible market-media nexus. For our 
purpose here, we should at least passingly 
refer to the point that in its projection of 
‘mediated reality' through “manufacturing 
consent” and "thought control” [Chomsky 
and Herman 1988; Chomsky 1989], the 
corporate media performs much better and 
riner role than the less aiticulate and cruder 
ways of censorship practised by the state- 
owned media. ‘The growing pervasiveness 
of the electronic mass media over the print 
media has made it easier to structure the 
consciousness and self-identity of individuals 
and groups in accordance with the logic anu 
image of the market. Uie basically non- 
interactivemasselectronic media, associated 
with overwhelmingly one way-flow of 
visuals and messages, and cons j denibly lower 
level of 'norm expectations’ from the 
audience/public, promotes passivity of the 


highest kind, paving in turn the way ft 
“manufacturing consent”. To state the mo 
obvious, neither the statist media nor tl: 
corporate media provides ingredients fc 
rejuvenating public communication. Th: 
remains true even if, us mentioned befon 
the media In general has a vital role in publi 
communication. Hamelink (1996: 169) i 
right in suggesting that neither the "prince, 
nor the “merchams" - those ruling the stai 
and the corporate world, respectively > ca 
beentnisted with the responsibility of creatin 
a pluralist environment conducive to publi 
communication. 

IV 

If public communication is to be it 
invigorated the question is how to reach ih 
“takc-ofr’ stage. The means of its realistuio 
can be found in local-/community-level gras 
roots communication. As mentioned, ih 
means are in dialogues based on face-to-fac 
small group participation, or in non 
commercial ^ternati ve media (folk dramao 
folk ballads dealing with political issues, 
informal polyphonicchaLs, and even in 'sell 
as a site for resistance. The task c. 
revitalisation of public communication is b 
nomcanseasy. Besidesthe ’external’ facton 
even the inner loneliness and alienation o 
modem individuals ore obstacles to ih 
process. But there is no other option that 
to carry out the struggle for those who. i 
their search for democratic and open space 
are not yet ready to let it be terminated. 

Contrary to simplistic interpretations, Uk 
danger that is to follow the termination u 
public communication does not licin ’peopk 
being eliminated from Ihecalculationsofth 
market. After, al I, the publicists of the maikc 
continue to speak vigorously in pro-pcopic 
language. Consider, for example, the Worh 
Development Report, a document havui) 
methodological ^hcrcnce to “free markci- 
ism”. It mentions: 

In the end what matters is people. In the cm 

a country’s transition (from “plan tomorkeP 

- the theme of the report] will be jud(!ci) 

by whether (sic) its citizens live belter tiun 

they did before” (1996- 66). 

That the report would be so 'peopU'- 
fricndly’ was evident at the very outset when 
James D Wolfensohn, the president of ihc 
World Bank, deHned its c.sscnce thus: 
"Beyond...essential and in.stiiutional cle- 
menta...thisRepoitisaboul people" ( I996;ni). 
But the danger lies elsewhoe. Notwilh- 
standing the public interest rhetorics, wlieo 
the market values come to dominate iht 
world there will be no other vantage piniu 
from which one con adopt a critical view d 
them. In other woitis, there will no longct 
be any alternative space, not even in one's 
mind, lesling on which one can challeng' 
the regimentation by the market ethos. This 
might ultimately lead to a day who 
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ndamatkin of the public ^theit at the tile 
of‘Mbvenive’ pubDccommuiiicatkm would 
DO kmfer becofwidered necetsaiy. The need 
for fiich 'subversion’ will be elTaced from 
people’s mind because the act of demolition 
will take place at the level of perception. 

EfTotts are underway to counter the threats 
which distort and damage public communi¬ 
cation. Citizens’ ’power to communicate* ~ 
incorporated within the larger context of 
"fivc^m of expression” - is steadily taking 
shape. As delineated by Qunnar Andrcn 
(1993:61), a person has communicative 
power to the extent that he (i) has consciously 
developed opinions and attitudes of his own; 
(ii) knows how to express his opinions and 
attitudes in adequate ways: (iii) has access 
to media where he can express his opinions 
and attitudes; (iv) by (iii) can reach a large 
and/or influemial audience or a particular 
audience which he wants to influence: tv) 
by (iv) will, in fact, influence the opinions, 
attitudes or behaviour of other citizens in 
accordance with his interests. The People's 
Communication Charter (1996) is a more 
recent example of the struggle for "right to 
communicate’’. Codified at the international 
level, it nevertheless keeps the importance 
of grass toots level in consideration. The 
charter seeks to create "pluralist and 
sustainable cultural environment". In the 
'Preamble' the charter mentions that 
communication being "basic to the life of 
ail individuals and communities, people arc 
entitled to participate in it, and to make 
decisions about it within and between 
societies”. Inaspeciflcreferencetothepublic 
sphere the charter noted how its erosion 
constitutes a threat to plurality of opinions 
and diversity of cultural expressions, and 
calls for people’s right to "freedom of 
expression without interference from puMic 
or private interests" (italics mine). In an 
assertionthat has great implicationsforpublic 
communication, the charter mentions 
people’s need to develop their own 
communication skills, channels, irvstitutions 
through which “they can speak for themselves 
and tell their own stories". 

To reiterate, such effotis. organised at the 
international level, must be supplemented 
by those at the local level. This is because 
of two reasons. First, grass roots level 
communication inwhichpeoplehavc greater 
affinity and access, ensures the pouibility 
of people receiving and providing 
information, ideas and opinions in better, 
fairer and more equitable ways. The second 
reason is more tactical. It is because 
globalisation is steadily assuming the form 
of “glocBlisaiton”, with the "global" aiming 
tointeractwiththe “local”, the more effective 
way to counter such development would be 
to treat the “local” as the fundamental unit 
ofnrsurratca. However,in aworidin which 
autarchy becomes outmoded, such resistance 


with ftHtdamentally local dimensiona needs 
to incotporale witl^ hscif the plan for global 
interventions, not in the militaristic or even 
in crude political senses, but in an essentially 
political-cultural sense of the term. 

As we rush towards the 21st century we 
are increasing!^ being accustomed to many, 
perhaps too many, unimagined changes. 
These changes threaten to sweep away 
thoughts and actions once considered 
inviolable. Many ideas we u.ses to cherish 
arc being discarded and many ideas wc used 
to glorify are losing their appeal. These 
changes, some of which arc clearly 
ordiesirated by the market, are, to say the 
least, disconcerting. However, at the same 
li me they provide i mmensc opport uni ties for 
taking a hard look at the state of affairs. 

Most dcrinitely, there is a compelling need 
for rc-examination of the state of public 
communication. Considering the ambience 
ofthe 'post-Wall'world in which the search 
for an alternative future society is facing 
formidable constraintti. it is all the more 
imperative that people become more 
communicative to develop and retain their 
critical insight. Atatime when market brands 
rule over national flags, the market-sourced 
information flows seek to pul people in 
detention incommunicado. So it is high lime 
to decide whether we hold a requiem for 
public communication or give it a new life. 

|Asalwayi,Pn)fessorSouiiadraniiihBhauachiaya 
has provided valuable suggcsiiom. The author 
also thanks his students in Kolyani University for 
communicating ihcir views on some points 
incorporaled in Ihe article.] 
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Thla year, the GoUen Jubteo ceiabralion o* Inrin s independence lias pitwaod 
#» contex! tot sotous 01108080100 and a ih disuLMjry ot tt» ideas ot Natotiood and 
Independencs Tbio entire nutan e priym hetnapa rn ilie (-■oj'.'ttp am con«nitmnnl of 
those who sacflticed so much to eam dqniiy and tt*) 'i<>it to soK dBtennnulion to future 

genereltone 

There e a renewed !>ense of 'hdia''. Tryst wiUi Dustmy' a ready nofmalioti to lake 
stock_and carry out an honest to appreisaf of inn yeas gone past, to at orxa? gain 
conRdercs and nsprston from past achiBveiTiei’is, to carry forward whal s retevarit fur 
tomorrow, and an irnpatienoe to mshaeWe ideas iwxt betiofs that mipExls progretj'., 

There is a new gnttorsfandir'c/ o' Natrjrit.'txjd ffiote s a 'low psa: set by Itto 
cornpiJscneattrielarBets delinodhyyloUTf hwitntois (ke It »■ World TiadeCiyaiiisatiLri 
laabidtDreaslBrhigtieriaeesateconorrir tyowtr,in0tPRaiTyviha<pnyi,'tathr)C<iliCY 
makirs to accelerate flow otntematcnal capital technology and trade, yet ptrenrye the 
independence of our Irstilrit'ans, and slrengltien our pride ic them 

Each segnent of the Men eccnon jy must find a neiv zud '11 i,x*ly gan itoiiationu! 
corepetitivenass, the new "mantra', ttic etfectivi; pracline of when wil dewmiine the 
eoonotTtc wri-beng ut tie naliori 

Yotx Company e a ptoniiar IrxJan enterpriso ft has always been deeply cognnait 
a< Its rote as an economic arni ijf society stiwetvng broader rutionijl ast>ra)oris I ikir 
the country itself, you Company too tanks to lake stock of the yudrs genu by, m gixp 
and harness <s resources tor extreme oompedtive txepaiBdftoss and hkw toward nto 
the futre with renewed energy fresh-osolye and new ben*.'. TbB implies a cuniplatB 
rerevokialion of ITCs future palti, Ibe 'estiaping of its Ixisnets poittcil'd, sysiemt and 
P(tiOB8886 o( gowarnanoe arid toe tarruaiori ct a strategy that best rnaiches tbe strengths 
o( FtC wah the grflwih opportoiitiBE n Ibe marketplTO 


Last year witnessed new records attained by youi Company on all 

Venoat po o rw oto r s . 



■ Mtpiii «riik Mr a 

4imM- 


The enabted-lhe Company to complete the exerje pre-doposit ot Rs 350 ciaet 
on schedje and placed it rr a position 10 asset n some muasure, group curnponies 
■ n Iheir reatrueh/ng and revryal processes without m arty m.antxjr sacntiurig iLs gcwlb 
ptane. Eejusty. axs peitotmance has gyer you Board to oonMente to tecommend txj 
restoaflon of a higher level 01 drydend at 40% 

larrrsureallofyouwi jorimerpaytogaWxiiblotleurTipta^teesciftneCorTpany 
IbranoulBtandrgcfsptayolcoujige, seriser^puposeaiduimrrttrnerittotl'ieCnrriijariy 
hayaarilddedwatLncettartysndadiiersiCy. 1 would also are to express my rjmtitudo 
lb you, the shareholders, who stood tty the managenien: to too task of stewaidtoQ 
the Company IhrouEto westtecidkiy tie most Utxflent year to Its fistoy 


LlieniMbnsrapcfycmatlng whet wes a ctoeed meant V\te are today progroGaluefy 
taoorreng ^ of the gtotal merkel and the world's leigest ccrpomtDnr. are now entomg 
tode, chargng the nature of compefitcir 


adcnenontrTtertcflposMctt.Qrcwihcital fitrta,agato3ttoterrsltonaloarrpalltanbteeBed 
wlto huge resouoes, e rot profilabte on a susMnabte bssis. It la It thte (XtotSkt that yCtf 
Board has xtonotied the oore busnosses to sipport fisr the futne. 

You Company's andeavnue. to grow these select tiuskiusses to a scale, which 
makes them globalty oompetitivie 


Ytvr Company's portlofin will Lx.’ subiec: ro txxiodc review against the obiecliwe 
ol ntonvittoia) competthrohess 

In tils cenlexi, yexy Board lecixjmso'. that mtemaiional aiances can prowxte 
your Company wit 1 access to the lutoLd devetopments in know-how, technology arto 
bestpractxd 

fiflidvii! MfaMMpodt inwii toifftMi pNiMi|l|i^ 

~ \ 

Foren/i ewjharif^ c#anungs wilf ft^nian ar', area of focus not onty because it 
lii {I naliofkit pnonty. t>jT tilso lxx.£iiisa it will or'jWe you Conriparty’s biislnessas 
tn lost thfttf nompotilveness and )i'Bpam ioi ii>o gicwng sophislcotton of the 
hridtari rncirta^t 

PifltiLT.yrxiCfripav'snvJstvaluiJte assets are Its tfsf^^ Formar^ofyou 
Gcxin^any’s customerb their only ounrxjolton wrttt yi^jr Company r$ through those 
i/ademafKs, Raftoorf.li ivw shiwn that tCKaie tra tam,iiKs {jorry txyisicferakjle gooc^l 
wtjiclj can oe mure elfoctively exp)0)iH#J by &nt/y juifj new Iwws ot bustness 

In rticpoct ol youOynpa/iy's tJttwr bisiftossos it ts Kit) ntentiofi to nduct wurtd- 


Reshaping the ITC 
of Tomorrow 
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r.ldSE narlnuts ard ttxrs repotitiui ttwm to grnwth. TfiB wA also prvjvsJe you Company 
tfp dpixin 10 irxleem rls xivc,slpionis in Ifiosu veniwus zi a responstote mannaf In the 
fimt rritarx.e IhiK ptitoumme will covet tTO Agio Terto. [TC Onssiu Rnarioo srd Itio 
Interr fiKauesDMaion ffC Gtobnl p akrxxV under Juluai Manogement In Singapore 
n' llxj irsipnet uf toe rxrxJflor, ol llial cunjairy. 


Ybu Board recognises that capital is scarce and should be ra-dtrecled to 
Iftoee areas where you Company can compete oftectively and over time, build 
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It IS rxit wxitily Known Itiat tlx,' trjborxo rxlustry makrrr, an rvalut^rte ourflnbetan to 
toe natrrtoi ecrjTomy. 


Econoiitfe ind PoiHi 
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fl Omt 26 million people are dependant for iheir fiveltxxxf on the tobacco 
Industry. This Includes a mttlon smell and merginel tohaccu termers, S million farm 
labour end t .6 mHon rataHsrs, and a vast ancWeiy sector m goods and services. 

O The sector contributes ever 10* of the excise collected by the Central 
Qovammartt, and about 4* of Its tor revenue, even though It comprises a mare 0.3* 
of arable lend. 

Q Fudhar, the sector contributes nearly 4% o( tlxi v.'iluo of India's agn^exports 

The economic potential of thie sector is laigely imioalisud. 

□ Any conversitxt (tom traditional tobacco products tu cigarettes vrit modemiae 
and upgrade tohecen consumption In the country, shaipty impiovo Giovemment 
revenues and export prospeetp for Indian lubaccos The modernisation of fhls 
sector will multiply Govemmed’ revenues arxi conttibule lo strengthening the 
social InlrasttuctuiB. 



Your Company Is ity> market loader m the ogarolte aogirerit ol the tobarxo 
ndutstty, and its brands occupy a leadership ixtsiUon in all uttngtxiea In recognition 
ttl B grujemg demaixi lor xitamalionai brands, yoin Ci)nri|4xiy has rxiteiBd into a 
ncenslng agroenxtnt with BA1 tor manutaclunng and rriarkeimg iwn oi its miematimni 
'todemarks in inrjia The agreement is itwetiing Guveiniiiei il .'aiptoval It is txxieil ti-iai, 
'wer tirne, the entxd value cltam toi mtemational tx.m.ds will sl.ilt lo India, wth a 
inultipliet ripact to be sliared among Indiari farmer a. mdiari supplier.s Irxlun iaboui. 
logetner with additional revenuos lot the (jovenirTx.'nt, aid m the pior,ess auating 
a larger siitplus for you the shorahodais 


Y| w oconcmic piYontial and the assor.ialed nptxxtui nV (xesnrttid Ly thir, sonot 
can be gauged by the loHowmrj 

D Travel and loutvsn is akeady itie ndetr/ "■ tnc wnrirt that rjams owv 
(IS $ 3700 brllicin in iiMtuoh unit conlmuo'. to griAV 'jpHlIy 

n This ssf’lof provides Itie tiigii'j'",l tsiluhi'til ini gi’m-iatiiig emoloyrrajr’' 
tie' unit of invHstmunt and has a very large mtiitit.. u: mipj-.t u;i tta e'pnn'xni 
[.1 Morouvoi, this sector generates US $ 'i Lcilun in miuigii excti.iiige 
carrimgs fot India al a lime wfier lounsl atnvais in India aie a tia-.ti.m ol 
tlyjK potential 

The market staixii'ig ul line W8li'urpyio<ip chain rtaiiKird by ITC Hotels 1 'd 
tiTOVde.s a very ptnnustrig ufipurturiily tot giowiti Yuii' iVimpaiiy t,us focustd the 
Walcomgiaup cham to the up-markc' tkismuts .yv:! irxsuru 'jj'tmoni'. ivia is nlieady 
•he revenue dadei in most luoations whiye it orwfitfvi 1 hn .t; icx nt.on v<fi- STcrnkji ■ 
riudurod over Itm last 2 n yuram has assisted i' nay-img clatr: o' tte-urt htjvi row 
and best prartit.'G vi hotelieniig. ajial horn pf..ji'j:ng .trust oler t«/o ,y cess In thtw 
riiarketifig and dkttiitxaicn network wortdwxlc 

MiMllllMI It M WdMMMpMtoll 


Foreign exchnriqe eammgs constitute as mm.'' as pc* ot ttie Weleorrgroup 
.nan's tumovei 

Youi Gornpany's siihsxliatv. ITG Hotels has i Airted rxit iirowth plans u i tne 
Hurittige segment tor up markrtt tourists as wo* as n tim irrd.pi..'ed Ixisnscsc and 
bisure travel oegttienls 


Yay Cornp-Tti/f, Rnckagiiga fTuilirigClivisiori IS Indifi's leadvnj supplier lo ino 
' igarctie and hqutx mdustiios. yirltii a nucleu!, Incused on higti valLie itddod Icskl 
i-ruducts. Tti® SBCtni IS expected to grarv mpdly rHnewitiiltiogtixving.sotyxfitinatnyi 
't ttw Indian matkol, presonting an altiaclivu oopcrtunitv 



Your Company (xumolud ITC BhudracItalon', Fapefbo.irds l.iiniied nearly 'A) 
,-inh agi This Cornpeny has grown lo aoquhe a strong (xeserice m tiio oapeihoard 
‘dhient of the paper xdustiy Itie long lemi giowth lynspocls d tlie papei mdu^lty 
im I'pnificant given the low pet capita consumption ni-lndia ol a mum 4 kgs pet 
“num cxjtTdtked to the wortd average ol 55 kgs per annum 


Ositg Hie coutiic ol Hw ynar //y Ccti^iy tieij tdci' a! Hie ciyitr. cl a tvjtvy 
puHosed nvBStigalior’ bv ltd Ehft/cwncnt Ooutoratf, -ir, sot o. • n tfn, l^/.ti c;' ftenurt 

snee tfieri, five srow cause irotroK. tavr, .V or yrnxl - Hie Ci nil arry anj Of. 
sfinieo(*!PB5t.'tidpeon'<c»«c(iii>,mffnwaijoc, theornHfiini.thf oxixrirantucscrr. 
of the Cumpar ly'c kite, i atumai B tu «. Luvssrx ■ rxtn n r t/ocp' ( cri’.oni 
sparnfiQ a penod ul apnrxxmaieiy /1/h yea" ii-s egdl /c ae ■' ■■le procost cl 
oblaryxjadstudyngHy;'y>,/nif>>Jt "Sjitd'kx'jrrvyi*' v,‘heOynpeny 
wit tormulatB Its rcvxvfce txiixxi -xi Vvh' uUvx n tAjar W .. IT*. i,a-.n’'tetion hr/ tie 
OectOfalBiSCCirilniivj adyxjr r>irt*T y.vxil.n.X''. Viex; <-jJ xs t mec' ro-oceration 
in the matter 



Ie>worths(ittng''xj(r/xne 01 'lx; r/xe"," a"fV4C, >• /-./ i'xxmx, /c'/x 1 '*</'<»'' 
lo the eccxxjrry, ait its nArva'Xxi u-c j va-ju-j '. cs 


rnirnmm amimwmot^ ^kK^ wriiwomgawnb 
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WEVIEWS 


‘Why’ and ‘How’, but What about 
‘How Much’? 

Amo Banerji 

John Bullion’s Empire: Britain’s Gold Problem and India between the Wars 

by G Balachandnin; Curzon Press. Surrey, England, 1996; pp 228 + Bibliography 
and Index. Price not indicated. 


THE entry of a young economist into the 
world of economic history in the area of 
money and currency standards is to be 
welcomed. Originally a doctoral work for 
the University of London, it has since been 
substantially rewritten and enlarged. It bears 
testimony to diligent research in the archives 
of the India Office Records and Library, the 
Bank o< England and Public Records Office 
in London, and of the Federal Reserve Bank. 

’ New York, perhaps for the First time for the 
monetary history of India in the intcr-war 
years. Many .secondary sources have also 
been consulted. Notc.s at the end of the first 
eight chapters number 741. and many refer 
to more than one item. The bibliography is 
extensive. Not all of them are, however, 
referred to in the text, and some fall outside 
the period studied. The author's aim. "to 
relocatcthc intcr-war Indian economy within 
IhewchofBnlain’scxtemalllnancial rclalion- 
shlps. and to examine the impact of the 
latter’ $ financial cri.se$ upon economic policy¬ 
making in the colony'' (220) is largely met. 

In the immediate post-first world war 
period. Britain faced serious economic 
problems. Adding to these were fears for 
social and political stability in the UK and 
elsewhere in Europe. These lent urgency to 
the need for economic and financial 
reconstruction. Among other things, they 
made her policy-makers “determined in 
control gold flows to India” (71) as gold 
would be needed in Europe and America. 
Since any prolonged interference with liberal 
trading arrangements to achieve this would 
be unwelcome. India's absorption of gold 
would need to be limited through more 
acceptable, indirect means. This required, 
llalachandran says. 'The explication of a 
model 10 comprehend the processes 
underlying the Indian demand for gold, and 
■he fashioning of a discourse to legitimise 
their manipulation” (71). The difficulties of 
penetrating this cmergingdiscourse, he adds, 
"have so far inhibited nr defeated effotts by 
political-economic historians to study I ndian 
currency policy-making during this period”. 
Thedisentanglingof the moli vaiioiuof peri icy 
from the disctmiie which surround them is, 
inesscnce. Balachondran’sconiribution. For 
this he deserves our praise. But. and this is 
pertinent, behind the chain of causation - 
a high exchange rate, monctaiy stringency 
and deflation, and the resultant discoutage- 
mem to import gold - he must have had a 
clear theoretical construct based on the latest 
theory of international adjustment. This, 1 


feel, he could have outlined, along with the 
basic conditions to achieve the desired result. 
He could then, perliups, have painted to the 
authorities' unjustifiable simplificaltonof a 
highly complex phenomenon (including 
Keynes, too, if he was a party to it). 
Unfortunately, this he has not done. 

According to Ralachandran, the liberal 
discourse of officials in London conceals a 
bullionist perception of the functioning of 
the international economy (79). In the 
immediate post-war period, to prevent India 
from absorbing vast amounts of gold, India 
Office fixed the rupee to gold at a high parity 
which would guarantee its token character, 
and enable the government to buy silver for 
coinage. According to Lucas, then finance 
.secretary, Indi; Office, his plan for a 2sh 
gold rupee offered the best guarantee against 
India moving to a full-fledged gold standard 
(80). Kcynes'.scvidcncc before the Babington 
Smith Committee of 1919 had a valuable 
input,i c.to highlight thedangetsof inflation 
in India, andlostress the political advantages 
of addressing Indian currency problems in 
its light (S4). This was highly convenient. 
The committee could claim that the decision 
to peg the rupee to 2sh was taken on account 
of the persistence of inflationary pressure in 
India The real mot! ve was to curb the demand 
forgold by exercising adeflaiionary pressure 
on the economy via the high exchange rate. 
This reasoning, develop^ in Chapter 4, 
permeates the core sectors of the book. 

Of its eight main chapters, Chapter 1 is 
devoted to a general treatment of Indo-UK 
financial relations, stressing the junction of 
political and financial histoiy where the svork 
stands. Chapter 2 reviews the pre-first world 
war currency system of India, and the 
problems arising during and immediately 
after this war. Chapters continues with these 
problems, leading to the appointment of the 
Babington Smith Committee on Indian 
currency (May 30.1919). It is in Chapter 4, 
'Gold for the West and Silver for the East’ 
(quoted from the evidence of Prank Lucas 
to the Smith Committee), and Chapter 3, 
‘Stabilising the Floating Rupee, 1921-26’. 
that Balachandran seeks and finds evidence « 
of the concerted Anglo-US efforts to 
influence India’s currency and exchange 
policy. The following chaptm are interesting, 
but the author's contribution is based more 
on the earlier chapters. 

At times, the flow of arguments in (Chap¬ 
ter 2 is obslnicted as they ^fl from the pre¬ 
war to wartime and post-war issues without 


alerting the reader. In reviewing the cunency 
system before 1914. it it stated that the 
advantage whichBritunderived from canmri 
over currency policies increased greatly 
during and after the war, and Britain and the 
US combined to eniurethat the Indian sinpliis 
be settled in silver rattier than in gold, which 
they sequestered for the war efforts (32-33). 
This is really discussed in the following 
chapters. 

The work also refera to the serious eftfects 
on the British economy, and its status as an 
international financial centre, due to the 
wartime and post-war dislocations of trade 
and financial flows. Britain liquidated much 
of her dollar investments and incurred a 
large debt to the US. The phenomenon of 
short-term funds sloshing around was 
ominously evident in the 1920s. Britain faced 
another serious task - of returning sterling 
to its pre-war gold value, generating deflation 
and unemployment. Yet, her ambitious 
agenda of fmondal restoration in such an 
adverse situation needed - her financiers 
recognised - international policy co¬ 
ordination and an expansionary world 
economy led by the US. keeping her domestic 
interest rates low, and expanding overseas 
lending (36). For all of these, ofTictals on 
both sides of the Atlantic realised that 
comrol over gold movements was crucial. 
India's denial for gold had to be curbed. 
This forms the springboard to subsequent 
chapters. 

Here I have a few comments. Chapter 2 
opens with stating*1ndia’spi<e-1914airrency 
arrangemems woe a mqjor source of mystery 
to contemporaries, and remains so”. Where 
does the mystery reside? Then Keynes is 
quoted as saying that the gold exchange 
standardcvolvedaccidentally. What Keynes 
had said was that after the rupee exch^e 
wasslaMcot 16d byJanuary 1898,lheFowi« 
Committee recommended a gold currency 
as the ultimate objective; since then ‘The 
government have adopted or drifted into 
their present system”. Keynes followed this 
with stating that the gold exchange standard 
“in the form in which it has bem adopted 
in India is justly known as the Lindsay 
scheme”, adding that Lindsay's advocacy 
dates back to the late 1870s. He added that 
the Indian scheme had been perfected and 
its provisions generally known. 1 see nothing 
accidental in this. 

I find it difficult to accept that “a large 
portion of India's trade” was financed through 
the sale of Council Bills, and that the tales 
were meant principally to reduce the incenti ve 
for exchange batiks to export gold to India 
as a meant of remitting funds (27). He 
concedes immediately that the mechanism 
was not a foolproof check on gold exports, 
and “despite the bcstcffortsqf the authorities 
in London, substantial quantities of gold 
ended up In India”. Right from the early 
1800s, ^ especially since 1838, Council 
Bills were told by India Office primarily to 
pre-empt a part of India's export earnings 
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to'moM Home Charges (it being 
impenlive that India meet thisic Charges - 
hilly and on time). These Mils wens met by 
the govemmeni of India from its revenues 
sequestered in its treasuries round the year. 
Th^oie, theresourccs socarniBrfccd li miied 
the sale of these bills and the ability to check 
gold eapofts to India, unless rupee loans 
rvere raised to meet additional bills. In the 
pre-1914 years Londondid try to appropriate 
other minor resourees in India to iiell mure 
bills; but soon Calcutta objccted.Givcn these 
limits, the manner of disposition of private 
post-tax incomes in India, between tradables 
and non-tradables, and between merchandise 
and gold and silver, governed the composition 
of exports and imports. If “substantial 
quantities of gold ended up in India" - a 
familiar refrain of our rulers beginning in 
the last cemuty. which Balachandran repeats 
- he should seek the leosorn. Economic 
entities - shrewd private individuals and 
institutions - are nut supposed to be 
persistently making irrational dcci.sions. 

Balachandran refers to the “American 
crisis" of 1906-07as only one of the examples 
of strain from which the pre-war gold standard 
was nut immune (33). Keynes spoke al.yi of 
(he Indian crisis of late 1907. without linking 
it to UK’s senous involvement in the earlier 
US ensis (Balachandran is silent on this), 
and without revealing why India's adequate 
exchange reserves in London, contrulicu oy 
India Office, were not mobilised early 
enough. 

A statement on p 32 is apparently aimed 
at a value judgment. The author draws hack, 
using negatives generously: "It is not 
allogcthcr evident, despite los.ses on her 
sterling investments, the inflexihility of her 
currency mechanism, and the poor 
development of her financiat system, that 
India's pre-war link to this largely sterling- 
based system had major adverse effccis which 
its severance alone would have helped 
overeome" (this chapter, perhaps the enure 
book, comains no reference to such loss on 
investmems - though the loss did occur). 
The author docs not refer to criticisms of the 
system by responsible Indians and re.sidcni. 
influential Englishmen, iiKluding respected 
journalists in India. He could have otTcred 
his own considered appral.s.-il more directly. 

The cfTccis of the exchange rate on the 
Indian economy are "still to be studied in 
any depth, and it is not altogether clear how 
the instrument affected relative prices. 
However this policy would nut have been 
without Its effect on incomes..." (40). (Are 
prices not linked to incomes?). But in ihc 
concluding chapter, while discussing ihc 
need to ch^k India's gold import for which 
the Smith Committee of 19)9 set ihc rupee 
at 2sh. it is stated that ibe exchange rale was 
principally an instrument fur di^aiing the 
Indian economy, and checking its gold 
imports (222). 

It is shown In Chapters that India’s wartime 
cunency crisis stemmed directly from 
Britain's difficulty in financing her 
unexpectedly large imports from Ibe US, and 
the way this crisis was tesol' .d amicipulcd 
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crucial elemeitta of India’s future role in 
relaiion to UK'sinter-warrinancial proMetm. 
Britain's lar^ trade deficit needed sinngcni 
commandeering of the Empire's gold output. 
sell port of it to the U&. as well as of .some 
duliarsecurilics.Bycarly )9l7,lhcsjtuation 
was critical (32). Itonly ended when America 
entered the war and Britain began to avail 
of officia) credits. Denied goM, India 
accumulated sterling balances for a pan of 
her trade surplus with the UK, and imported 
expensive US silver, thanks to joint UK-US 
confalHilaiions which ended with the US 
passing the Pittman Act. High price US 
silver dollars were dumped in India fur 
coining rupees. India sustained huge losses 
when silver price crashed in 1920 (63). 

The unccnain. and economically and 
financially turbulem. years 1921-26 ended 
with the appointment of Ihc Hilton Young 
Conimis.siun on Indian currency, Ihc la.st of 
fivesuchbodiessince l893.Thccarly 1920s 
were dominated by the problem of stabilising 
the floating rupee. By the end of 1920-21 
peak season, it collap.<icd to about 11 d gold. 
Government had also to decide on a 
permanent currency standard for India, the 
persistent demand here being for a full- 
fledged gold standard. These questions, 
discussed in Chapters S and 6. had integral 
links to Ihc UK's delicate externa) financial 
nosir-un then. Her aim to restrict lndu'.s 
access to gold persist(»]. 

To India Office, the 2sh gold rupee 
remained the declared abjective, according 
to Balachandran. To this end. to meet i lomc 
charucs India Office restricted the sale of 
Co nil. I Bills, and raised loans in London 
.Such liorrnwing was an accursed thing not 
many years earlier as it hurJciicd Home 
Charges with interest and subsequent 
redemption of these loans. Some deflation 
was also effected (113-14). It would have 
helped the reader to :ipprcciuic its impact if 
Ihc mechanism (if changes iiicurrency Hows, 
taking sales of Council Bill.s into account, 
was made clear to him. 

Balachandran relers hereto ilic government 
starting to purchase sterling in Bombay for 
funding Hume Charges, and "securing 
|ihcrcby]anappieciaiionorihciupcc"( 113). 
’This last phenomenon is unclear. The 
counterpart of sterling purchase here is the 
offer to sell rupees, lending to dcprc'ctate the 
latter. The same applies to the sale of Council 
Bills in London-buying sterling and offenng 
for sale rupees in India. Of course, the 
purchase of sterling here can be so timed as 
not to affect adversely the government’s 
ways and means position. But that leeway 
would normally be very limited; Ihc needs 
ofthc IndiaOfficc for regulardisburscmcnts 
of salaries, pensions, debt services, payments 
to war office and for .stores for IntJia hud to 
be met at precise times and in prc-determined 
amounts. 

Both London and Calcutta persisted to 
deflate the economy, resulting in higher 
imerest rates, first to raise the rupee to 16d 
gold, and then aiming even higher. With 
good harve.sts in India. London failed to 
restrict I he impon of gokl. The lluoti ng regime 
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was therefore prolonged. At this point, the 
author could have provided some facts on 
actual imports of gold in the l92Qs. niHi if 
they reflected the success of (he policy 
objectives. Of course, what actually happened 
was the result of the action ofmany complex 
factors. (Much earlier, at the end of Chapter 
2. a table is given showing net gold imports. 
1890-1940, but It shows, surprisingly, only 
quantities.) 

The Milton Young Commission had to 
mediate on the rate contnivcrsy - between 
16d or 1 Kd gold. The government pres.sed 
for the latter - as this rale had prevailed lung 
enough tor the necessary adjustmenu to 
have taken place. The Commission (except 
Sir Piirshoiamdas Thakurdas who stood 
out for a I6d gold rale) recommended 
the 18d gold rate, with its own facts and 
figures 

Balachandran’s statement that "Given the 
quality of the available prree data, it is 
rni possiblcio test ihccuncncy commission's 
clui III regarding pnccs having adjusted to the 
IKd gold exchange rate” (123) almost 
bewilders me. Even if he will not nuke the 
icsi. comemporaru's hud done u. with no 
heller data And I know ol one reputed 
aticmpt u decade later. A liisiorical work 
normally discusses and asscs.scs the impor¬ 
tant studies mode in the past on the subject 
under research. The works of iahangir 
Coyajee and i C Sinha only figure in the 
Bibliography, not in the text as far as I have ‘ 
seen. An eminent scholar, Bhabatosh 
Dana, deliberated on the works of Coyajee - 
and Sinha at length. But Datta’s _ 
“monumental" survey (in Foreword by ~ 
Malcolm Adi.seshiuh) o’’ Indian eccnomic 
thought finds no place. 

I shall now close with a few observations 
relevanrioihis work alino.<ii across the board. ^ 
(I) Thi.s work could gam immensely if' 
sustained with a cntica! mass of facts. 'How 
much’ is us vital in economies a.s 'why' ,wd 
'how' ever since economics and ecoootnic 
history were bom. Thus the .stated raifon 
J’rirf ol the cxctiange rate policy and 
monetary s'riiigcncy were to deflate the 
economy and reduic gold import. No 
mca.surcs of the success m achieving these 
objectives have been offered. Rcfereni'et 
appear at many places to Londoti's fears llui 
India's import of gold w mild upset the world 
economy. I think they need to be examined 
with facts bearing on the production and 
disinbuiton of gold. Including secondary 
market transai-tioas where existing holders 
disposed of their holding toothers. Arangely, 
the few data .>n America's "phenoniiima) . 
appetite for gold" relate to pre-1914 years. 

(II ) For asuhjcci like this, an almost s^ied 
cschcwal of the slate of external accowNx 
(with one exception) seems inexplicable. 
Related to such accounts ate the compuUive 
outward transfers of Htime Charges and of 
private commercial and other remiltMlcet- 
Together they grew phenomenally large in 
this period cumpared to iheir average vahies 
before 1914. These transfers, largely fixed 
in sterling (gold till 1931), were effected 
when prices abroad were fidUng; the inIhMr 



offoteigncapitalhadallbuidnedup,turning gold impons by us would adversely affect 
into net outflows in the 1930s. Was the theBritishandtherestortbevrarklecoiiomy, 
economy immune to alt (ticse? fmm which, we were warned, we could not 

The only reference to external accounts hope to escape. No one has yet refuted this, 

is to short-term capital (171 et seq) with Cannot one of our young economists mount 
data from balance of payments estimates an exercise, suitably modifying what Keynes 

sent annually by the government to the did in 1913 to arrive at the adequa c y of 

League of Nations. I had appended these sterling reserves for India, to at least capture 

accounts to my 196.1 book, to satisfy the India's likely demand for gold within some 

antiquarian in many of us, and os a record reasonable limi's? In the same period for 
for posterity which may fail to trace the which Balachandran acquiesces in the 

original sourees. 1 hod sounded enough indoctrination of me western powen of a 

cautionary notes on their shortcomings. A shortage of gold, Basil Blackett formulated 

serious researeher like Balachandran has not a scheme for a gold standard for India with 
alerted his readers to them while examining the minimum Averse effect on the rest of 
short-termcapital flows in the I930sunthcir the world, the only premise being an Anglo- 
basis. American accord to achieve this. 

(iii) For decades our rulers vetoed all I hope the author finds these and earlier 
proposals for a full-lledged gold standard in observations useful if and when he goes back 
India because of our inordinate, to the events of these years. I look forward 
unquantifiahle thirst for gold. Large-scale to his further contribution. 


Another Look at Mandalisation 

Supriya R Kanetkar 

The Politics of Brnkwardness: Reservation Policy in India edited by V A Pai 
Panandikar; Konark Publishers, pp 338, Price Rs 4S0. 


ptdkicallypowerfqlbaveiaiitedanyMEmpt 
toelimifiate them from badcwaddasseiliit, 
though both thecmmiHinities are prosperous 
enough, it is high time now that the 
government stops spoon-feeding them, 
inakingibem unfitforthecompetitlve worid. 
Even in case of Bihar, u Sachchtdananda 
points out, the backward caste influence has 
beenstcadily increasing. While the backward 
castes enjoy a considerable political clout in' 
Bihv, the scheduled castes, though they 
form a substantial proportion of population, 
are still living in pove^ and mis^. In such 
a cose, there cannot be any opposition to 
reservations for the schedule castes and the 
scheduled tribes, but the policy should be 
re-examined, especially to tee that the 
deserving people get tlw benefits and the 
distribution is equitable. 

Besides Karnataka and Bihar, the volume 
also deals with the situations in Oujarat and 
West Bengal. Gujarat witnessed violent 
clashes over the reservation issue in the 
1980s. The course of the agitation, and its 
rights and wrongs have be^ discussed in 
detail by Shri Prakash. The case of West 
Bengal is distinctively different than the rest 
due to continuous Left rule. The Left parties 
have often opposed the idea of caste-based 
reservations, as it considen them a hindrance 
to the development of class-consciousness. 
The old caste venus class debate surfaces 


ON August 7. 1990, V P Singh, the ihcn 
prime minister, stunned the nation by 
accepting ihe Mandal Commission 
recommendations, leading to nationwide 
protests and self-immolations. The already 
fractured Indian polity received yet another 
set-back, making caslcisl politics order of 
the day. The fierce opposition from large 
sections Ilf the society could not review the 
decision and the Mandal legacy is here to 
stay. Today, more than six years after the 
outbreak, the political elite in India finds it 
difticull to reach a consensus to form a 
comprehensive reservation policy for the 
couniiy. Instead, the succcs.sivegovenmicnts 
have shrugged off the responsibility by 
leaving it to the Supreme Court to decide 
the matter. The Supreme Court on its part 
did not quell controversies, but raised fresh 
ones anew, as Rajeev Dhavan points out in 
his postscript in the ‘Politics of 
Backwardness'. 

The volume edited by V A Pat Panandikar 
opens the debate on the Mandal Commission 
1^ presenting before us varied viewpoints 
and different perspectives. The articles in 
this volume systematically analyse the issue 
of reservations by referring to historical facts 
and the various reports put forward by a 
number of commissions set up to look into 
the matter. Though most of the articles were 
prepared around 1991,they are relevant even 
today.astheissue remains unresolved. Rajeev 
Dhavan's 'postscript' updates the volume 
further with recent developments. The other 
contributors to this volume arc Pran Chopra, 
Shri Prakash, Suma Chitnis, G Thimmaiah, 
Sachchidananda, Mohit Bhattacharya. 
D L Scih,GlianshyamSbahandBG VargiKse, 


In his introduction to this volume, Pai 
Panandikar criticises the continued 
reservations, even after 50 years, when the 
policy was initially initiatedonly fora period 
of 10 years. He views reservations as a 
measure that is taking India against the 
emerging international order based on 
competence and competitiveness. And hence, 
he remarks, India is now fighting hard to 
become more backward. He also cautions 
against continuing the reservations endlessly, 
as It win further divide the country. He 
argues that by 2020, all reservation must go. 

The atgument may sound convincing, but 
it would be wrong and even more difficult 
to do away with the reservations altog^her, 
when alarge section of our society straggles 
against all odds ofhuman existence for their 
survival. What is required is complete re¬ 
orientation of the policy, so that it reaches 
the anual backwaid sections of the society. 
But here arises the question: who are the 
backwards and how to determine them? Shri 
Prakash’s article on the reservation policy 
of OBCs draws our attention towards Ihe 
problem of classification of the backward 
cl asses and deteftni nation of OBC population. 
He scrutinises Ihe Kaka Kalelkar and Mandal 
Commission repoits, revealing several flaws 
in both. Though both the reports are based 
on 1931 Census, their estimates of OBC 
population are different. 

It is indeed ironical that those who have 
enjoyed the benefitsof reservations continue 
locnjuy them for generation after generation, 
as G 'Thimmaiah rightly points out while 
reviewing the caseorKanutaka. He observes 
that the communities like vokkaiigas and 
lingayats being numerically large and 


here. Mohit Bhattacharya also poinu out that 
West Bengal is a state where job reservation 
quotas have not been met. 

Identifying other backward classes on the 
basis of their economic conditions, a point 
that had gained ground during the anti- 
Mandal aviation, demanding reservations 
for the economically backwari sections of 
the upper caste also comes up in Ihe due 
course of discussion. But as Chopra points 
out, the disabilities of the poor of Uk highest 
castes cannot be put down to historic social > 
discrimination; these arise from an unjust 
economic order and the remedies for them 
must be found in Ihe right kind of political- 
economic policies for the polity as a whole, 
not in reservations for some on economic 
ground. 

The fear that merit and efficiency would 
suffer as a consequence of reservation is alio 
expressed in some articles. D L Seth, 
Ghanshyam Shah have tried to soften Ihe 
worry ttut efficiency ^.would suffer as the 
consequence of reservation.Buta vitajissue 
that concession and compromiie on merit 
would hamper the effectiveness.and 
responsibility at work has not been paid any 
attention in the volutiK. It does talk of 
problems of determining the criteria for 
reservations but fails to asMss the impact of 
reservations on the m^oritarian community 
an^ does not offer any insights into the 
problem. 

The volume diicardi the present policy, 
as a ‘political gimmick’, but does not offer 
any solution to this problem. But with all 
Ihe flaws, it does re-^pen the debate on an 
issue which is threaieaing the very exiitOKC 
of secular India. 
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General Elections, 1996: Karnataka 

Decline and Fall of the Congress Machine 

Harold A Gould 

The Janata Dal's success in replacing the Congress machine in Karnataka can be attributed in part to the 
ability of the party's leadership to curb their factional proclivities sufpciently to enable them to work together 
and extend the scope of the grass roots political apparatus. Partly it can be attributed to the party leadership’s 
ability to accurately perceive the class alignments taking place in the state and elsewhere in response to rapid 
economic change and the accompanying media revolution, and to factor a combination of ‘caste thesis' and ‘class 
thesis' into their political calculations. 

[First of series of studies of the llth General Elections.] 


THROUGHOUT the Nehru era and most of 
Indira Gandhi's prime ministership, from 
1952 until 1983, Karnataka was one of the 
Congress Party’s most steadfast bastions of 
power. During this 21 -year period, regardless 
of what was happening dsewheie in the 
country, the Congress lost neither a 
parliamentary nor a provincial assembly 
election there. Commencing with the 1983 
Vidhan Sabha election, however, cracks 
began to appear in the party machine's 
armour. The Congress for the first time lost 
control of the provincial government when 
a coalition led by the Janata Party gained a 
slim minority and installed Ramkrishna 
Hegde as Karnataka's fint non-Congress 
chief minitter.Soon-to-be-asiassinalod prime 
minister Indira Gandhi's heavy-handed 
tactics of fomenting intra-patty conflict in 
ordertoundermine grass rootspowersystems 
that purportedly impeded the central control 
over provincial governments, finally came 
home to roost in Karnataka as it alte^y had 
in several otherlndian provinces. The Janata 
Patty followed up their success with an even 
more decisive victoiy in 1985 when they 
won enough seals (137) to form a majority 
in their own right. This despite the sympathy 
wave following his mother's assassination 
(onOctober3l, 1984) which a year earlier 
had propelled Rayiv Gandhi to power at 
the centre and enabled Congress to win the 
lion's share of Karnataka's parliamentary 
seals - 24 of 28 - in the eighth general 
election. 

Factionalism, a pervasive aspect of all 
Indian political parties, forced a change in 
chief ministerships in August 1988 from 
Ramakrishna He^ to S R Bommai. This 
successor government assumed oflice under 
a new party name, the Janata Dal.' It was 
weakoted from the outset by the defect^ 
of 27 patty roembos, led by H D Dave 
Gowda, the man destined to one day briefly 
become India’s prime minister, but at this 
point in time mndy an emerging player in 
Karnataka power games.’ This group 
'remained' in the old Janata Patty. The 


purpose for keeping it alive, of course, was 
to use it as a base of operations from whence 
Deve Gowda's rivals in the Janata Dal could 
be combatted and subverted. Under these 
circumstances, Bommai was able to survive 
for only eight months. By then further 
(actional conflict and attendant defections 
had so badly diluted his frail majority that 
the pretext the ruling Congiessfl) at the 
centre was looking for to impose the 
president's rule was found. Under highly 
comroversial circumstances, the deed was 
done by governor Venkatasubbiah thus 
enabling Rtuiv Gandhi and his followers to 
soften Karnataka up for the impendingeighth 
general election in 1989. 

Thecombinationof coalition-collapse and 
thepresident’sruledidindecdfuetadramatic 
political comeback for Congrcss(l) in 
Karnataka. Victories were achieved in both 
the pariiamenury election (27 of 28 seats) 
and the linked assembly election (178 of 221 
seats) at a time when the V P Singh tide was 
sweeping across much of the rest of India. 
Since then, however, the Congress decline 
in Karnataka has followed the national trend 
that has seen it reduced by degrees to just 
another party in the Indian political 
firmament. While the Congress held its own 
in the lOth general election (some believe 
as a sympathy response to Rajiv’s 
assassination), gamering 23 or28 Lok Sabha 
scats.it ncverthdesssuCTciedaslippage from 
48.9 to 42.1 per cent in the popular vote. 
And the reprieve was short-lived. In the 
ensuing I9M assembly election, the Janata 
Dal. which had now fully replaced the Janata 
Party as the focal point of increasingly 
articulate political dissem in the state, inflicted 
adevastating defeat on the Congress, winning 
an absolute mryorify of 115 seat; (the BJP 
garnered anothm 40) while the latter was 
reduced to only 35. Two years imer. in the 
llth general election, the Janata Dal 
adminiileicd the coryxJe grace by taking 15 
Lok Sabha leats to the Congress’s five. Of 
the remaining six, five went to the Bharatiya 
Janata Party and the other to S Bangtnppa, 


the disgruntled former Congress chief 
minister of the state (1990-1992) who broke 
away to form his own party (the Karnataka 
Congress Party - KCP) after his second 
dismissal from nifice. The JD's success in 
this election, as we shall sec, helped pave 
the tvay for H D Oeve Gowda’s ascent to 
the pnme ministership of India. 

This study examines the process by ivfaich 
the Congress machine, so long (he dominrot 
political fact of life in Karnataka, now appears 
to have surrendered that dominance to rival 
political machines. These arc, of course, the 
Janata Dal (JD) and the Bharatiya Janata 
Party (BJP). For the present, at least, the 
Janata Dal has methodically established itsdf 
as the predominant beneficiary of the 
Congress’ s organisational disintegration and 
a considerable realignment of soda] forces 
that has taken place in Karnataka.The other, 
the BJP. has made I tsel f a force to be reckoned 
with in certain portions of the stale, and 
among certain social groups, although as yet 
not i n sufficicni degree to senously challenge 
the predominance of the Janata Dal. 

It is rightly said that the past is prologue 
to the future. For this reason it is useful to 
try and chronicle the sequence of 
developments that, in retrospect, at least, 
appear to have led tnci uctably to (he political 
debacles the Congress suffered in (Ik 1994 
assembly elections and (he 1996 
parliamentary elections that followed. Much 
has been m^ in conventioiial political 
intcrpretaitons of such factors as factional 
disarray.pervasivccomi prion, p ro gr a m mati c 
drift arid mismanagement from New Delhi 
to accoum for what has taken place. And, 
as we shall see. they clearly played a 
significant role. During (he five-year perind 
from the 1989 assembly election, when the 
Congress returned to power in Kamaiaka. 
until the 1994 assembly cicGtion when it win 
voted out again, the party avenged a chief 
minisleriai change per year. VeerendmFMd 
assumed the offiw of chief minkter hi 
December of 1989 following the Congictt’s 
return to power in the stain. However, not 


Bconontic and PoUticai Weekly September 13. 1997 


U 

I! 

i 





233S 



JJw^Novcmbw, he.ww outiid S 

waste. Always an undisciplined 

Mvenck.Bangarappaneveitheletsdepicted 

nunKlf as an absolute loyalist. “I will seek 
IRajiv Gandhi’s] guidance for cvctyihing”, 
he declared. “I have total faith in him" Undm 
Totlav, November 15, 1990, p 38). Two 
months later (January 1991). however, the 
‘absolute loyalist’ was gone, after the party 
leadership concluded that Bangorappa was 
too busily engaged in creating ‘a loyal 
following' by loadingupthcstale’sministrics 
with sycophants under the guise of injecting 
‘new blood' into government [India Totlay, 
December 15. 19W; J Manor. EPW, June 
1.1-20. 1992]. Vcea'ndra Patil was brought 
bock us the cliief minister. By November of 
1991, however, Patil was out once again 
n.stensibly due to having suffered a stroke. 
This opened the floodgates for a renewed 
scnunble for the chief ministcriaf prize. 
Taking advantage of this chKtgcnt (aetional - 
fluidity in the>prdvtnciul party created by ' 
Patii's infirmity, and -of the lurmoil at the 
centre cfcatcd by Rajiv Gandhi's 
assassination in May. Bangorappa was able 
to regain the chief ministership and remain 


ralevance of these proces.sc$ - such as the 
consolidation of caste groups around class 
values which Charan Singh’s mobilisation 
of the backward castes in UP set in motion 
toward the end of the I9b0s, the BJP’s 
counter-mobilisation ofthc elitecastes which 
was well untkrway toward the end of the 
l9K()s. and finally the crystallisation of 
scheduled cantc ‘class ctmsriousness' under 
thcoiganisational rubric ofthc Bohujan Sam^ 
Party (BSP) which commenced by the 
beginning ofthc 1990s-will be considered 
further after we first examine the results of 
the 11 th general election and compare them 
with the outenme of prior clcctinas. 

Elect i on resul ts i n Karnataka must be view¬ 
ed in thccimtcxt ofeertain .socio-dcmngtaphic 
region.s into which the state is divisible. For 
our analytical purpo.sc.s, I distinguish four 
such regions where variations in the distri¬ 
bution and juxtaposition of caste, religious 
and cultural-linguistic groups, socio-economic 
charuetcrisiics, degree of urbanisation, and 
ecological structure appcario affect the stra¬ 
tegies employed by competing political or- . 
ganisations to win votes. These regions are; 

lljijier Plains: This region borders. 
Maharashtra on the north and Andhra on the. 


east It contains the Bldw f#OI). (Mbttgt 
(402). Raichur (#03). Beigaum (#25), 
Cbikkodi (#26). Bagalkot (#27). and B|}apur 
(#28) parliamentary constituencies. This is 
lingayai country. 'They are the numerically 
largest caste in all seven of these 
constituencies, ranging from 20 per cent of 
the population in Raichur (#03) to 28 per 
cent in Beigaum (#2S). Muslims are also a 
significant minority here, above 10 per cent 
of the population in oil constituencies. 
Scheduled castes number 21.1 per cent of 
the population. The literacy rate is the lowest 
in Karnataka (36.2 per cent). It is one of the 
lca.st industrialised parts of Karnataka, with 
less than 10 per cent of the workforce in 
indu.stry (7.9 per cent), trade (5.6 per cent) 
and services (5.8 per cent). There arc more 
agriculural labourers (51.9 per cent) than 
farmers (48.1 per cent), the only part of 
Karanataka where this is so. A simmering 
controversy helween Karnataka and 
Maharashtra over the linguistic delineation 
of the .border between the two. states 
peronniallyhirks intlM polibcal background. 

Coastal Plain: Iji theconstituenciesof Udipi 
(l8).-Shimoga (21), Karwar (22), Dharwr^ 
south (23) and Dharwad north (24), there it 


Table I: Ei.evkntii Genexal Ei.ETnon: Vieroav Makgins aM) .Seat Ciianues 


in office until December of 1992. By then 
his flamboyant poliiicat style had managed 
to alienate ulmu.st everyone in Karnataka 
enabling his imrapariy rivals to convince the 
Congress high command in New Delhi that 
the party's survival depended on 
Bangorappa's rcmtwul from office once and 
for all. His place was taken by S^ccrappa 
Moily. Following this second fall from 
poiittcal grace, Bangorappa twice abandoned 
the Congress. The first lime to joi n t he Janata 
Dal. The second lime to establish his own 
party, the Karnataku Congress (KCP), after 
once again deciding that his return to the fold 
ofTered him scant profit. 

The spectacle of such bitter political in¬ 
fighting and chief ministerial musical chairs, 
combined with the appea-eption of pen’asi ve 
corruption that accompanied this turmoil, 
certainly played a significant role in creating 
the atmosphere of public di.senchantmcnt 
with the Congress that existed by the time 
of both sets of elections. However, while it 
is certainly true, as Ambrose Pinto contends 
(EPW, Det*mber31.19%), that such ‘purely 
political vanabics' play a crucial role in the 
outcome of eleciiorts. and mo.st certainly did 
so in the case of both the 1994 assembly 
etectionand the ensuing 11 ih general election 
(although no more so than in previous 
elections in which the opposition fell apart), 
one must not overlook broader social 
processes that had been at work for a long 
while not only in Karnataka but in India writ 
large which profoundly affected the tactical 
decisions miale by political competitors in 
all camp.s at the grass roots level. The 


Constituency 

Winner 

Congress 

2nd Place 

Cong 


No 

Name 

Percentage 

Percentage 

Party 

Vote-Swing 


Margin Margin 1991 

in 1991 

1991-96 

I 

Janila Dal Unseals Congress 






(12 

Gulbarga 

3.8 

14.0 (43.9) 

BJP 

(29.9) 

16.8 


01 

Raichur 

7,8 

.12 5 (51.7) 

JD 

(19.2) 

40..3 


(M 

Koppal 

87 

2.0 (44.0) 

JD 

(42.0) 

10.7 


07 

Chitradurga 

2.8 

I4..1 (.52.5) 

BJP 

(.18.2) 

17.1 


0*J 

Chikballapur 

2.2 

IS 8 (47.4) 

JD 

(31.6) 

I8.U 


II 

Konokupura 

iri.5 

4.2 (38.0) 

BJP 

(.1.1.8) 

14.7 


12 

Bangalore north 

165 

9.9 (41.7) 

JD 

(.11.8) 

26.5 


14 

Kandyu 

4.7 

16.6 (42.5) 

BJP 

(25.9) 

21.3 


IS 

Chomamjunan.igar 

.1.5 

I2..1 (.18.9) 

JD 

(26.6) 

15.8 


20 

Chikmagalur 

0.7 

6.3 (42.8) 

BJP 

136.5) 

7.0 


25 

Beigaum* 







2h 

Chikkodi 

20.6 

23.2 (5.1,9) 

.JD 

(-10.7) 

43.8 


27 

Bagalkot 

.1..1 

.1.5 (46.5) 

JD 

(4.1.0) 

6.8 


28 

Bijapur 

6.2 

I5.C (46 0) 

JD 

(.11.0) 

21,2 


11 

Janata Dal Unseats BJP 







08 

Tuiiikiir 

2.4 

-.1.2 

Cong (40.1) 

5.6 

BJP {4.3.3)** 

ni 

Janata l)al Kclaim Scat 







19 

Hossan 

10.9 

-0.4 (37.6) 

Cong (42.0) 

10.5 


IV 

Congress Retains Seal 







05 

Bellaiy 

0.8 

12.9 (45.9) 

JD 

(3.1.0) 

-12.1 


lU 

Kulor 

2,4 

10.6 (40.1) 

BJP 

(29.5) 

-8,2 

JD f25.4)**» 

16 

Mysore 

l.b 

.1.0 (39 .5) 

BJP 

(36.5) 

-1.4 


18 

Udip* 

0.4 

28.0 (47.9) 

BJP 

(29.9) 

-27.6 

JD (21..1)*** 

2.1 

Dtu^ud South 

1.6 

4.6 (46.8) 

BJP 

(31.8) 

3.0 

JD (15.9)*** 

V 

BJP Unseats Congress 







06 

Devanageic 

13.6 

0,7 (.19.9) 

BJP 

(39.8) 

12.9 

JD(17,7)*** 

22 

Konara 

8.9 

6,2 (.15.5) 

JD 

(25.7) 

2.7 


24 

IKiarwad North 

7.1 

8.9 (33.3) 

BJP 

(28.7) 

-2.8 

JD (28.4)*** 

VI 

BJP ReUins Seal 







01 

Bidar (SC) 

.1.1 9 

25.8 (.50.6), 

Cong (24.8) 

8.1 


1.1 

Bangalore South 

.1.1 

5,5 (46.0)' 

Cong(4l.5) 

-2.4 


17 

Mangalore 

2.2 

6.5 (49.8) 

Cong(4.1.5) 

-4..1 


VII Kamalaku CengrtM Parly Unseats Cwigrcss**** 





31 

Shimoga 

I0..1 

6.7 (4.5.9) 

BJP 

(39.3) 

17.0 



Sines- * Beigaum poll was postponed until May 27,1996 at which lime the JD defeated Cong 
** Shows BJP vote percentage in 1991. 

••• JD vole shore m 1991. 

**** The KCP is a splinter party established hy S Bangnrappa after the 1991 election. 
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ptater Manoe arntMig HngayiOs, 
digu. brahman*, icheduled* ^ MtuHini. 
todnglegrouphoUsthebalanoeoftfeino- 
raphic power here. Bconomkally ipeaking, 
'arroen outnumber agricultural IdxHim. 
'rade and induitry are more developed than 
n Upper Plain (but far leu lo than in Lower 
’lain) due in large pert to coastal trade and 
he presence of Dharwad and several other 
arge towns scattered across the region. 

Lower Plain; The constituencies of Kolar 
#10). Kanakapuni (#11), Bangalore north 
#12), Bangsloresoulh(#l3),Maiidyt(#l4), 
:hainara)ananagitr (#1S), Mjrsore (#16) and 
bangalore (#17) comprise this portion of 
)ld Mysore state. Vokkaligas dominate the 
igrarian system to a degree analogous to 
ingayat dminance in north Karnataka, but 
ndustry, trade and, consequently, 
irbanisation are at the most advanced levels 
if any part of the state. Thecapitol. Bangalore, 
me of India's largest and most dynamic 
ities, is one of the main reasons, of course. 
)ut other cities as well - eg, Mysore and 
dangalore - lie within the region’s ambit 
nd contribute to its greater cosmopolitanism 
nd economic di versifleotion. Thi s is reflected 
n the'high percentage of prosperous 
predominantly vokkaliga) etdtivalors (59 
«r c^t) in the rural sector, on the one hand, 
ndlhc comparatively high proportion of the 
tbour force in industry (26.6 per cent), trade 
18.9 per cent) and service (14.7 per cent), 
in the other. As a result, brahmans, vaishyav 
nd other elite castes and Muslims are in 
reater abundance and play more distinctive 
Dies in the economic and political processes 
ian elsewhere in Karnataka. 

East Centra//feg((in;Thcse are the 'inland'. 
»s urbanised, semi-arid constituencies of 
:oppal (#04), Bellaty (#05), Devonagere 
#6). Chitradurga (#07), Tumkur (#08), 
:hikbalUpur (#09). Hassan (#I9) and 
bikmagalur (#20) where agriculture is the 
ominant economic motif, and water supply 
i a dominant concern of the peasantry, 
temographic dominance is split between 
ngayats and vokkaligas. Lingayats arc 
ominant in the northern constituencies of 
!oppa) (#04). Bellaiy (#05). Devanagere 
106) and Chitradurga (#07) while vokkaligas 
eniographically dominate the .southern 
3nsiiuencicsorhindcur(#08),Chikballapur 
N)9),Hassan(#l9)and(rhikmagaiur(#20). 
As we shall see presently, the socio- 
cmographic differences bMween these 
:gions are crucially important lo patterns 
f political behaviour in the state. Before 
iscussing (hcic, however, more general 
spects of the outcome in Karnataka must 
e considered. 

The I Ith general election results clearly 
weal how effectively the Jamua Dal built 
n its earlier successes at the local level to 
ueniially replace the Congressfl) as the 
!p»ieniative of the people of Karnataka 
uth at home and in New Delhi. To 


acconifiliihtlds,lheJaraUDaiwaaoorape)led 
to defeat the Congreu in head-to-head 
confrontations across the state. In many such 
cases, this involved revising the outcome 
of head-to-head contests in 1991 through 
dramatic turn'-arounds in popular-vote 
margins. In Raichur (#03), for example, the 
Congress candidate in 1991 defeated the 
Janata Dal candidate by 32.5 per cent. In 
1996, there wa.s a 40 per cent vote turn¬ 
around as the JD's candidate won by a 7.8 
per cent margin. In all, eight of the Janata 
Dal's vicuvies in 1996 were achieved over 
(he Congress as direct reversalsof (he outcome 
between them in 1991. These were Raichur 
(#03), Koppai (#04), Chikbaila|w (#09), 
Bangalore north (#12), Chamanpananagar 
(#15), Chikkudi (#27). Bagalkot (#26) and 
Bijapur (#28) (see Table I). Five more JD 
victories were achieved over the Congress 
candidates this lime around (in Ihc.sense that 
the Congress candidate was the runner-up) 
but where in 1991 other patties than the JO 
had been the runner-up, meaning that the JD 
'leapfrogged alt the‘way frotptiilrd place or 
worscld the top. These were GuJba^(#62), 
Chitradurga (#07), Kanakapura (#11), 
Kandy a (#14) and ^ikmagalur (#20). Onic 
more, Tumkur (#08) was achieved at the 
expense of a BJP incumbent. By comrast, 
the Congress successfully held on to only 
five scats - Bellary #(05), Kolar (#10), 
Mysore (#16), Udipi (#18) and Dharwad 
south (#23) - and even then by considerably 
reduced margins. The BJP unseated three 
Congressmen - Devanagere (#06), Karwar 
(#22) and Dharwad north (#24) - while 


retaining three incumbencies - Bidar (#01). 
Bangalore south (# 13) and Mangalore#! 17). 

NuteinTiltle I thatin all five constituencies 
where the Congress held onto its Ldc Sabha 
seats there was a negative vote swing so 
severe that no Congressman retained his scat 
by more than a 2.4 per cent margin despite 
having won the scat in the previous election 
usually by considerably larger margins. In 
Bcllury t#05), considered for years a 'safe' 
constitucirey from which a number of the 
Congress notables wcreconndemly ticketed 
over the years, including V K R V Rao in 
1967 and 1971. the most recent incumbent, 
new-comer local industrialist K C Kondiah. 
slipped through by the .skin of his teeth when 
the Congress margin plummeted from 12.1 
per cent in 1991 to 0.8 per cent this tune. 
Even more spectacularly, in Udipi 
constituency (#18), Oscar Fernandes, a party 
icon, who had been elected four straight 
times to the scat by huge margins, suffered 
a .slippage in wiiming margin from 27.6 per 
cent in 1991 lo 0.4 per cent in 1996! Tblse 
results wcrc-peibaps as dramatic indications 
of the 'extent to which public support for 
Congress had slipped as Were the number 
of seals per sc that they lost. Nevertheless, 
the data on the swings that led to the JD 
victories are impressive as well because they 
had 10 be in order lo have overcome the 
magniiudesof electoral dominance Congress 
had enjoyed in most of these constituencies 
in previous elections dating al I the way bock 
to the party's heydays under Jawahailal Nehru 
and l^tra Gandhi. Congress margins of 12 
lo .32 per cent had to be overcome m eight 
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Table 2 ; Resixis of 1994 Assembly Eumos By Pabty ani> Pabliaufmaby Cossyitiifncy 


Parliatnentarv Consliluclicv _ No of Conitilucncie-i Won hv Party 


No 

Nome 

Cong 

JD 

BJP 

KCP 

H.SP OTh 

Ind 

Seals 

01 

Bidar (SC> 

1 

1 

2 

1 - 

1 


8 

02 

Gulbarga 

1 

3 


1 

1 


8 

0.3 

Raichur 

1 

6 


1 



8 

04 

Koppai 


4 

1 



1 

8 

05 

Bellary 

1 

1 




2 

8 

06 

Devanagere 

1 

1 

1 

2 


1 

8 

07 

Chiiradgrga 

I 

3 




2 

8 

08 

Tumkur 

2 

2 

2 

1 


I 

8 

09 

Chikboltopur 

1 

5 



I 

1 

8 

10 

Kolar 


7 



1 


8 

M 

Kanakapura 


4 

.1 



1 

8 

12 

Bungalote North 


8 





8 

l.t 

Bangalore South 

1 

2 

4 


1 


8 

14 

Mariya 


6 



1 

1 

8 

15 

Chamaiajaiuiflagar 


7 



1 


8 

•6 

Mysore 


4 

4 




8 

17 

Mangalore 



8 




8 

18 

Udipi 

3 

2 

2 

1 



8 

19 

Hassan 

2 

s 

? 




8 

20 

Chikmogolur 

2 

5 




1 

8 

21 

Shimoga 

1 

1 

4 

1 

1 


8 

22 

Kanwara 

1 

2 

1 

1 

1 


8 

2.1 

Dharwad South 

1 

6 

1 




8 

24 

Dharwad North 

2 

2 

.1 

1 



8 

25 

Belgaum 


6 



2 


8 

26 

Chikkodi 

2 

6 





8 

27 

Bagalkot 

4 

4 





8 

2$ 

Bijapur 

1 

5 

1 



1 

8 


Total 

35 

116 

40 

to 

1 to 

12 

224 


5;* 


-'It' 'Iv 


p .. 
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of Ihe 13 Lok Sabha coiutiluencies that the 
IDvran.iepnaentingfor them swings ranging 
from 15 to 44 per cent. 

In addition, the BJP made its contribution 
to the Congress decline as well. Although 
the paly has receded somewhat in vote- 
share in each of the two elections which 
followed the 10th general election - from 
28 percent in 1991 to 21 per cent in 1994 
to 18 per cent in 1996 - the BJP has built 
some stable structures of local power 
essentially at Ihe Congress's expense in 
certain parts cf Karnataka (to be discussed 
later) which enabled it to fend oFTihc Congress 
challenges to three of the four seats it won 
in 1991 (Bidar, Bangalore south and 
Mangalore) while additionally unseating 
three more Congressmen as well (Devana- 
gcrc, Karwar, and Dharwad north) for a net 
gain of two seats. 

Generally speaking, the Janata Dal’s 
success in replacing the Congress machine 
with one of its own can be attributed in part 
to the ability of the party's leadership cadres 
tocuit) their factional prodi viiies sufficiendy 
to enable them to work together to restore 
and even extend the scope of Ihe grass roots 
political apparatus that had worked so well 
for them in the 1980s. Partly it can be 
attributed togetti ng the state’sethniccalculus 
right. These were unexpected achievements 
in the light of (he near-disintegration the 
pony experienced Icadingupio and following 
the I Olh general election. The pri ncipalJanata 
Dal leaders - Ramkrishna Hegde, H D Deve 
Gowda, and S R Bommai - were, as noted 
earlier, at each other* s throats. Both I ingayats 
and vokkaligas, comprising over 25 per cent 
oflhestaic'spopulation and ostensibly natural 
constituents of the pariy in class terms, were 
casting flirtatious eyes toward the BJP and 
even the Congressfl) due to feelings that the 
Dal’s leaders had become so identified with 
V P Singh's Mandal strategy of reaching out 
to other backwards that there was no place 
for them in its fold. 

Yet things got turned around in time to 
radically alterthe Janata E)al’s fortunes. This 
undertaking had proceeded so far by the time 
the Janata Dal was gearing up for the I llh 
general election that Srinivus Prasad, the 
chief political analyst for the Bangalore 
edition of The Times of India, was reporting 
in its Sunday edition on March 23, 19%, 
that the party had hired a public relations 
firm “to find out the extent of support the 
party enjoys from the different castes”. As 
one unidemined senior Janata Dal leader pul 
it, “We have to accept that caste is a factor 
whether we like it or not and it cannot be 
ignored even from the poi nt of vie w of social 
justice.” 

This aspect of the Janata Dal's apparatus¬ 
building was immensely abetted by the 
leadership's ability to accurately perceive 
the class realignments taking place in 
Kamataka and around the country in response 


toraihdecononiicchangBanddieaixonipany- 
ingmetUaievolulionandtotehionstratqies 
for taking advantage of them. By combining 
a ‘caste thesis' with a 'claas thesis' they 
implicitly recognised Ihe extent to which Die 
sociological convergence of thesetwo aspects 
of social stratirication must be factored into 
one's political calculations. 

Since caste, has been a fundamental 
ingredient of p^iticai manoeuvring in grass 
roots political arenas since modem Indian 
politics began.’tlic decision oftheJanata Dal 
leadership to employ scientife techniques to 
refine the process of identifying its ethnic 
nuances is perfectly understandable, and 
undoubtedly will be increasingly undertaken 
by all political groups in future electioax. In 
principle there it nothingnew about this. The 


UP Congress, the pioneers of caste 
inanipulalioa in pcdhics, attempied a crude 
version of otgectification as early u the 
second general election in 1937. Apartymon 
named Beni Praiad Singh employed a tnixtute 
of census and other deim^raphic data in 
combination with pcdltical intdiigence horn 
the district Congress branches to assemble 
caste portraits of each assembly and 
partiamentaiy constituency in the stale prior 
to that election (Gould, ibid p 283). In the 
case of Karnataka, the survey not only made 
an assessment of voter strength in each 
constituency of Ihe well known castes, such 
as lingayats and vokkaligas, but of other less 
publicised caste formations such as banqjigas. 
They learned that in Chikballapur (#09) 
constituency in east-central Karnataka, for 


Table 3: Resulis ofthe 1994 Viohan Sabha Election in Kabnataka: Cboueed by Reoion and 
Pakuamentaky Constttuency 


Consliiucncv Witming Single Largest 

No Name Party in 1996 Caale (Percentage) 

Cong 

BJP 

JD 

KCP 

BSP 

Ind/ 

Othen 

(1) Upper PUina 









1 Biclv 

(BJP) 

Lingayol(23) 

1 

2 

3 

1 

1 


1 OuibaTga 

(JD) 

Lingayat (23) 

3 


3 

i 


1 

.1 Raichur 

(JD) 

Lingayol (20) 

1 


6 

1 



2X Belgaum 

(JD) 

Lingayol (28) 



6 



2 

26 Chikkodi 

(JD) 

Lingayal (26) 

2 


6 




27 Bagatkol 

(JD) 

Lingayat (26) 

4 


4 




28 Bijapur ' 

(JD) 

Lingayat (26) 

1 

1 

5 



1 

Subtotal: Number 

5f> 


12 

3 

33 

3 

1 

4 

Percentage 



21.4 

5.4 

58.9 

5.4 

1.8 

7.1 

(2) Coastal Plain 









18 Udipi 

(Cong) 

Idigo/Mus (12/14) 

3 

2 

2 

1 



21 Shimoga 

(KCP) 

Ung/ldiga (20/18) 

1 

4 

1 

1 


1 

22 Konwara 

(BJP) 

Ling/Idiga (9/11) 

1 

3 

2 

1 


1 

23 Dharwad south 

(Cong) 

Ung/Mus (17/15) 

1 

1 

6 




24 Dharwad north 

(BJP) 

Ung/Mus (17/16) 

2 

3 

2 

1 



Subtotal; Number 

40 


8 

13 

13 

4 ' 


2 

Fetceiuage 



20.0 

32.5 

32.5 

10.0 


5.0 

(3) Lower Plaim 









10 Kolar(SC) 

(Cong) 

Vokka^C (21/27) 


7 




1 

11 Kanokapura 

(JD) 

Vokko/SC (2.5/20) 

3 

4 




1 

12 Bangalore north 

(JD) 

Vokka/SC/MUS 









(20/20/17) 


8 





13 Bangalore south 

(BJP) 

MUS/XIANS(12/8) 

1 

4 

2 



1 

14 Moiidya 

(JD) 

Vokkaiiga (45) 



6 



2 

IS ChaiiuiraJaiunagBr(lD) 

Vokka/SC (17/23) 



7 



1 

16 Mysore 

(Cong) 

Vokkaiiga (17) 


4 

4 




17 Mangalore 

(BJP) 

Idigas/MUS (18/14) 


8 





.Subtotal; Number 

64 


1 

19 

38 



6 

Peieeniage 



1.6 

29.7 

59.4 



9.4 

(4) East Central 









4 Koppol 

(JD) 

Lingayat(22) 

2 

1 

4 



1 

5 Bellary 

iCoof.) 

Lingayat (20) 

3 


3 



2 

6 Devaiugere 

(BJP) 

Lingayat(21) 

1 

1 

3 

2 


1 

7 Cbitradurga 

(JD) 

Ungayat/SC (16/22) 

1 


5 



2 

8 Tumkur 

(JD) 

Vokkaiiga (21) 

2 

‘2 

2 

1 


I 

9 Chikballapur 

(JD) 

Vokkatiga/SC (16/23) 1 


5 



2 

19 Hasson 

(JD) 

Vokkaiiga (35) 

2 

1 

5 




20 ChikmagaluT 

(JD) 

Vokkaiiga (19) 

2 


5 



1 

Subtotal: Number 

64 


14 

5 

32 

3 


10 

Percemage 



21.9 

7.8 

50.0 

4.7 


15.6 

Region: 


> 







Upper plains (48) 



12 

3 

33 

3 

1 

4 

Cotnisl Plain (32) 



8 

13 

13 

4 


2 

Lower Plain (63) 



1 

19 

38 



6 

East Central (63) 



14 

5 

32 

3 


10 

Total: Number 

224 


35 

40 

116 

10 

1 

22 

Percentafc 



15.6 

17.9 

51.8 

4.5 

0.5 

9.8 


Source: Dauon iheethniccharacterBlics of each constitnency were taken ft«nHDSingh,54iPar« 
of buha: Guide to 543 Parliamentary CansiilueHciei, N e w i man Pubttdieii, New Oehd, 1996. 
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exnfiple, this backward caste with around 
2,00,000 voters was well worth targeting. 
They sharpened perceptions of just how 
cnidal combinations of other backwards, 
scheduleds, ttibals and Mulsims could be; 
that while vokkaligas and lingayats might in 
some placet constitute IS to 25 per cent of 
an electorate, the remaining non>elite 
categories in many cases added up to fifty 
or more per cent. Finally, in bro^ terms, 
the survey indicated thm 8S per cent of 
Mulsims, 50^ per cent of backwards, and 
30-40 per cent of scheduled castesAribes 
were inclined toward the Janata Dal. 

This kind of.formalised ethnu caJculation 
was in a way icing on a cake that had already 
been in the oven for quite a while. As stated 
earlier, the Janata Dal commenced its climb 
to political dominance in Kamalaka by 
pursuing a long range strategy of extending 
its influence over mainly caste-based local 
structure.^ of power at various levels of 
political integration and then 'classifying' 
castes - i e, lumping them togeiher into 
broader, intercsts-based electoral blocs. 
These were extensions of the lessons learned 
from the collapse of the earlier Janata Party 
coalition which for the first time had given 
power in Karnataka from 1983 to 1989 to 
a non-G>ngress political formation ui4der 
Hegde and Bommai.* This too had been 
achieved, prophctkaily. by consolidating 
major sections of the iton-eliie caste vote. 
They fell into factional disarray prior to the 
ninth general election and paid the political 
price with president's rule followed by the 
iossoftheirassembly majority as wet I as any 
chance to make gains in the parliamentary 
election at (he very moment when the 
rise of the Janata Dal at the centre had 
presented a golden opportunity for just 
such gains. 

Apart from resolving, or at least lowering 
the decible level of, some of the internal 
power stniggles that had so ruinously di Vided 
its leaders, the Janata Dal found the 
reservation issue, which from the late 1980s 
onward had been elevated to national pro¬ 
portions by the confrontation at the centre 
between advocates of secularism and the 
ethno-religious state (pejoriti vely expressed 
as mandal/mandir), well suiuxl to its search 
fora more amicablefit between the venalities 
of grass roots party building and the 
inspiratiorul attributes of doctrinal 
universalism. Basically this resolved itself 
into a competition between the Janata Dal, 
the Congress and the emerging BJP for (he 
hearts and minds of Karnataka’s implicitly 
and increasingly explicitly class- 
differentiated caste communities. 

Reservaiion politics in Karnataka has a 
long history which corresponds 
rociologically to the process of increasingly 
more complex stratum-difTerentialion driven 
by economic growth and escalating demands 


for political acceu. Within these social 
paiameteri, it is specifically a saga of trying 
to detetmine the scope of inclusion and 
exclusion with lesp^ to the so-called 
backward and sch^uled c^egories who 
cthnographically speaking are the middle 
and lower castes of the traditional social 
order. Decisions about this have always had 
profound class implicatioru both in terms of 
who should and who should not be placed 
in these categories. Inclusion has meant 
privileged access to jobs, education, loans 
and other material benefits while exclusion 
has ntcant pursuing access to the good life 
on a shakier laissez-faire basis. For this 
reason such decisions have inevitably been 
implicated in the political decision-making 
process although no more so than in recent 
times when concomitant demographic, 
economic and expectations revolutions of 
unprecedented pfojxntionshave dramatically 
raised the stakes. 

In a broad sense, the reservation issue in 
Kamalaka has revolved around whether 
lingayats and vokkaligas, the two largest 
cultivator castes who are structurally 
equivalent to such middle-level castes as 


kammas and reddys in AmfliraJaUio western 
UP and Haryana, and yadavi in UP and 
Bihar, should receive the social benefits to 
which so-called backward castes are 
technically entitled. The reason for this 
ambiguity is the magnitude of their ccomnnic 
and political attaintncnis, especially in post- 
independence India, in tbelight of their large 
numbers (which etubles them to exercise 
signifleant clout at the ballot box) and the 
comparative pnispenly which land reform 
and the green revolution has conferred upon 
them. As far back as 1918, in the context 
of the ami-brahman feeling then pervading 
the south, the maharaja of Mysore was 
compelled to confront caste inequity in social 
access by declaring all nun-brahmans in the 
stale to be backward!’ lu independent India, 
official committees and (be courts have 
oscillated back and forth on the backwards' 
is.suc, mainly because of the vokkaligas* aixl 
lingayats' ability to throw their political 
weight around, alternatively declaring one 
or the other, or various segments of one or 
the other, to be loo 'forward' to deserve 
backward status. Thus, in i960, the Nagan 
Gowda Committee, established by the Mysore 


Tssle 4; Assemsuy Ecections 11994) sv Paxtv is Kaxnatasa in Relatkw to 
ETHNO-D eMooKArHic Dominance 


Constimciicy 

Winning Party 
in 1996 


Assemblv Winneis bv Panv 


No Name 

Cong 

BJP 

JD 

KCP 

BSP Ind/Otbers 

Llntayat DemhuHwe 







1 Bidor 

(tUP) (2.3) 

1 

2 

.3 

1 

1 


2 Gulbarga 

(JO) (23) 

.3 


3 

1 


1 

.f RaJehur 

(JD) (20) 

1 


6 

1 



4 Koppot 

(JD) (22) 

2 

1 

4 



1 

X Bcllory 

(Cong)(20) 

.3 


3 



2 

6 Dcvanogeic 

(BJP) (21) 

1 

1 

3 

2 


1 

25 Belgaum 

(JD) (28) 



6 



2 

26 Chikkodi 

(JD) (26) 

2 


6 




27 Bagalknt 

(JD) (26) 

4 


4 




2M Rijapur 

(JD) (26) 

1 

1 

5 



1 

Suhioial: Number 

80 

18 

5 

43 

5 

1 

8 

Percenlage 

22.5 

6.3 

538 

6.3 

0.1 

ino 

Uagayal + Other 








7 Chiliadurga 

(JD)Adiga( 16/22) 

1 


s 



2 

21 Shimoga 

(KCPJOdiga (2(VI8) 

1 

4 

1 

1 


1 

22 Kanwoia 

(BJPyidiga (WII) 

) 

3 

2 

1 


1 

23 Dharwad South <Cong)rMus (17/15) 

1 

1 

6 




24 Uharwod North (BIPVLmg/Mus (17/16) 

2 

3 

2 

1 



Subtotal; Number 

40 

6 

11 

16 

3 


4 

Percentage 

11.5 

27.5 

40.0 

75 


10.0 

VokkaUga Dwnhuiicc 







8 Tumkur 

(JD) VoUcaliga(2l)* 

2 

2 

2 

1 


1 

14 Mandya 

(JD) VokkaUga (45) 



6 



2 

16 Mysore 

(Cong) Vokkaliga (17) 


4 

4 




19 Haisao 

(JD) Vokkaliga (.35) 

2 

1 

5 




20 Chikmangalur 

(JD) Vokkaliga (19) 

2 


5 



1 

Subtotal: Nuinber 

40 

6 

7 

22 

1 


4 

Percentage 

IS.O 

9.3 

55.0 

0.3 


10.0 

VokkaUga + Other 







9 Chikballopur 

(JDVSC (16/2.3) 

1 


5 



2 

10 Kolar(SC) 

(Cong)/SC (21/27) 



7 



1 

II Konakapuni 

<JD)«C (25/20) 


3 

4 



1 

12 Bangalore North (iD)/SCyMUS(2(V2U/l 7) 



8 




15 Chamarajanagar (JD)/SC < 17/23) 



7 



1 

Subtotal: Number 

40 

1 

.3 

31 



5 

Percentage 

2,5 

75 

77.5 



12.5 


NtHf. * Percenlage in brackets. 
Saurre: Same as Table .1. 
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government to make finer distinctions on 
eKgibilily for backward benefits, established 
three criteria: (I) the social position of the 
caste (i c, its ritual status), (2) degree of 
educational backwardness, and (3) 
representation in government service. On 
thisbasis,all lingayatsandthe 'bhunt' section 
of the vokkaligas were excluded. However, 
these criteria were never implemented 
because the lingayat and vokaligga 
communities were able to use their political 
clout topreventit.‘ln 197S, the same scenario 
was repeated under the aegis of the first 
Backward Classes Commission and then 
again a decade later under the second 
Backward Classes Commission chaired by 
Venkatswamy Initially the commission 
declared both the lingayais and vokkaligas 
to be too well off to deserve the benefits of 
reservation and complained that the two 
mega-castes had engaged in a bitter rivalry 
to gain the status at the other's expense. In 
the end, opposition to the Venkatswamy 
report was so vociferous that Ramkrishna 
Hegde. Karnataka's first non-Congresschief 
minister, dared not implement it, particularly 
inasmuch as the ethnic/class core of the 
Janata Potty* s attempt to build an alternative 
political base in the stale was the middle- 
peasantty. Hegde circumvemed the problem 
by issuing a government order that extended 
reservation to 68 per cent of the caste groups 
in Karnataka which “covered 92 per cent of 
the population including the socially and 
politically powerful lingayais and vokkaligas” 
(Pinto, ibid p 2270). A thitd Backward 
Classes Commission under O Chinappa 
Reddy in 1990 went the some route once 
again, as the Congress, now rcturoed to 
power in the state, grappled with a strategy 
for regaining the ground it had lost among 
the backwards and schcduleds. 

The Chinappa Reddy committee basically 
confirmed the findings of the Venkatswamy 
report and in the process offered compelling 
empirical evidence in support of the 
disproportionate well being of the lingayat 
and vokkaiiga communities. These data, 
providing a valuable picture of the social 
leverage which the demographics of these 
I wo castes facilitate, ate summarised below; 


(Pen-eHlaKel 



Lingayais 

Vokkaligas 

Population 

Political rapresenlotion 

IS.34 

10.8 

Lok Sabba 

28.6 

17.9 

of memben 


Vidhan Sabba 

27.9 

18.0 

of membenis 


Legislabve council 
Sanlus landholders 

46.4 

13.9 

Seats in professional collcees 


and gradnale schools 
Entry into pnMic 

15.7 

11.6 

KTVICtt 



before 1986 

17.7 

12.0 

after 1986 

16.7 

12.9 


Throughout the htterhide of the Coitgreu 
rule from 1989 to I994,ihe three chief 
ministers - Veerendra Patil. S Bangarappa 
and Veerappa Moily - pursued delaying 
tactics that kept the reservations issue 
simmering in the political background. The 
purpose, as always, was to assuage Imgayat 
ahd vokaligga sensibilities. However, Moily 
did create a “thitd sub commhtee" whose 
stated intent was to refine the conclusions 
of two prior “sub committees” that the stalling 
tactics of his immediate Congress 
predecessors had given rise to. This was 
supposed to indicate his ‘resolve’ to settle 
the reservations issue once and for all. Whai 
is interesting about this attempt is that a 
'class dimension' was for the first time 
explicitly introduced into the deliberations, 
ostensi Uy i n response to the Supreme Court's 
validation of the Mandal report and its 
recognition of a so-called ‘creamy layer* of 
backwards and scheduleds who were 
ineligible for certain quota benefits because 
they had already come so far in class terms 
- i e, in terms of the levels of education, 
professional access, and public office that 
the reservation policies were intended to 
facilitate. 

On this basis, on April 10, 1994, about 
12 per cent of rural vokaliggas and lingayais 
were excluded from the benefits schedules. 
But on July 23. in the face of concerted 
lingayat and vokaligga political action, the 
Moily cabinet backed away from this policy, 
raised the backward quota from SO per cent 
to S7 per cent andincluded the entire lingayat 
and vokaligga communities tegardless of 
‘class.* Being himself a member of the 
scheduled castes, Moily had from the outset 
excluded scheduled castes and tribes from 
the 'creamy layer* stricture.’ In an effort to 
stem the gravitation of scheduled casle/tribe 


aUegiaiice totvard the Janila Dal and tfw 
Bobujan Samqj that was noticably underway 
by 1994. he also increased the scheduled, 
caste quota from IS percent to 18 per cent 
and the scheduled tribes from 3 per cent (o 
S per cent. Finally, as election time 
approached, the Confess, in a last desperate 
attempt to induce back wards and Khe^eds 
to return to the party fold, tailed the overall 
reservation quota to 68 per cent, then 73 per 
cent, and fiaally 80 per cent Such flailing 
about merely impaired the Congiesi’a 
credibility furUier with the bodewards and 
scheduled while iinHiltaneouily alienating 
the elite castes, another important past pillar 
of the Congress support, who complained 
that their ‘class competiton’ were being 
politically pampered at their expense. This 
at a time whoi the BJP had made a dramatic 
entry into the Karnataka aiera during the 
10th general election, raising its share of the 
vote from 2.6 per cem to 28 percent, thereby 
providing a viable ‘class refuge* for 
disgruntled elites. 

Muslims, another tradition al anchor of the 
Congress support, were also undergoing 
disenchantment with the Congress over its 
bungling of the Babri masjid's destruction 
on December 6, 1992, and general failure 
to stem the rising tide of Hindutva. Within 
Karantaka itself there had been communal 
vioierxx in Kolar and Channapatna towns 
inOctoberof 1990. In the latter it had erupted 
over the ‘teasing’ of a young girl. In the 
fonner, the stoning of a shop had set it off. 
There was also rioting in Mysore, Mangalore, 
Bhadravali, Bangalore and Ramanagaram. 
An Unfo telecait fbllowitig the aimouiKement 
of the election designed to cuny Muslim 
favour had failed to make any impression on 
Muslims while further alienating Hindus. 
Said one press report, “Hindus have become 


Tasle S; Karnataka Msemrlv Election, 1994: Seats Won by Party Distributed by Duraicr 


District 

Total 

Scau 

Janata 

Dal 

Cong 

BIP 

KCP 

Ind 

Other 

Bidar 

6 

3 

1 

1 

- 

- 

1 BSP 

Gulborga 

13 

4 

4 

1 

3 

- 

1 IML 

Bellaiy 

9 

4 

2 

1 

- 

2 

- 

Chitradurga 

II 

5 

2 

1 

1 

2 

- 

Tumkur 

13 

6 

3 

2 

1 

1 

- 

Kolar 

12 

8 

1 

- 

- 

2 

1 CPI 

Bangalore 

25 

IS 

1 

7 

- 

1 

I AIDMK 

Mandya 

9 

7 

- 

- 

- 

1 

1 RaithaSangfaa 

Mysore 

16 

11 

- 

4 

- 

- 

1 Raitha Sangbt 

Kodogu 

3 

- 


3 

- 

- 

- 

Hosaan 

8 

5 

2 

1 

- 

- 

- 

Dakshina Kaimada 

15 

3 

4 

7 

1 

- 

- 

Chikmagalur 

6 

4 

1 

- 

- 

1 

- 

Shimoga 

10 

2 

1 

a 4 

2 

1 

- 

Uttar Kannada 

6 

2 

- 

3 

1 

- 


Dhorwad 

18 

10 

3 

4 

1 


- 

Belgaum 

18 

11 

4 

- 

- 

- 

3 MBS 

Bijopur 

IS 

8 

4 

1 

- 

2 

- 

Raich or 

II 

8 

2 

- 

- 

1 

- 

Total 

224 

116 

35 

40 

10 

14 

9 


Simree: iBnaki Nair, ‘Luichinf to the Righl? Kanataka and die BJP*, £PW, Decendier 31,1994. 
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emotianny lurchartnl (Mic) ovrf the Rem 
temple while Mutlliiu have developed a 
liege mentality” (India Today, October 31, 
1990). Beckot^iheatteaeiedMutlimi were 
th^ iqiidly consolidating Janata Dal and the 
emenpng Bahi^an Sam^ Paity. Scheduled 
cattw were also looldng elsewhere for a 
pditical home in the wake of attocitiei that 
had occumd in Badanavalu, Uminatur, 
Mysore, and Rakhur.Thesecteatedthe belief 
thm the state was unable or unwilling to 
protect them.' 

As the 1994 assembly election season 
approached, then, the Congress was already 
a rickety political edifice in danger of being 
dismantled by more vital competitors. 
Weakened by the machinations of the parent 
otganisation in New Delhi, torn assunder 
locally by a virtual holocaust of factional 
conflict, and pervaded by corruption, the 
Karnataka Congress had lost control of its 
grass roots apparatus. Meanwhile, the Janata 
Dal was of moving in the apposite direction, 
away from the fissiparous internal conflict 
which had ted to its defeat in 1989 toward 
an effective working relationship among the 
party leadership and revitalisation ofits grass 
roots organisation. These divisions had led 
to president's rule and then cost the Dal 76 
seats in the 1989 election. In at least.'() of 
these the direct cause of the Janma Dal 
candidtae’s defeat had been the votes which 
Deve Gowda’s splinter patty had siphoned 
off. In most of the others it had been dissidents 
running as Independents or under other party 
labels who had had the same elTect. 

This reconciliation was underway nut lung 
after (he ninth general election, 
umpieitionabiy inspired by the pervasive 
signs of impending disintegration in the 
Congress camp. As early as April of 1991, 
India Today was speaking of 'unity moves' 
among opposition leaders designed to “woo 
traditional vote banks and unify the anii- 
Congressfl) vote” (April 13, 1991). 

The principal architect of this undertaking 
was Ramakrishna Hegdc. After his fall from 
power in Kanutaka in 1989 at the hands of 
the S R Bommai, R L Jalappa and H D Deve 
Gowda factions. Hegde moved to the centre 
at V P Singh’s behest to serve as deputy 
chairman of the Planning Commission. His 
imperious style soon had him in trouble in 
Delhi as well. By July of 1991 the 
poUlical enemies he has consistently managed 
to accumulate wherever his travels have taken 
him led to his foiciUe resignation from that 
post. In Prabhu Chawla's words: "Hit was 
an ignominious exit. Made even more so by 
open jubilation not only in the Karnataka 
unit but even among senior patty leaders...” 
(India Today, July 31,1990). Once back in 
Karnataka, however, Hegde's instincts for 
political survival look command. Seeing in 
the Coagrest(l)'i mounting problems a 
golden oppofturaty forieviving bothhisown 


personal and his party’s political fottunea, 
Hegde took the lead in pursuing a strategy 
of reconcilia^n. By I Ml he had patehed 
up hit differences with Bommai and was 
leachingouttoDeveGowda. While the latter 
effort failed at first, in the end it succeeded. 
As this reconciliatory (Mocess was moving 
ahead at the oiganisatlonal level, the Janata 
Dal's class strategy was also being put in 
place. Essentially this meant devising means 
to ideologically encompass lingayats, 
vokkaligas, other backwards, dalils and 
Muslims within a single 'classificatory' 
frameworit while at the same time remaining 
responsive to their parochially structured 
ethnic sensibilities. 

In the 10th general election, held in May- 
June 1991 .thecombinationurtheCongicss’s 
internal disarray and Hegde's stratagems 
yielded promising but not decisive results. 
Congress(l) experienced a minimal loss of 
four Lok Sabha seals. However, the party's 
vote share slipped from 48.9 to 41.1 per cent 
while its two major opponents, the BJP and 
the Janata Dal, increased theirs to 28.8 and 
18,5 per cent respectively. The combined 
opposition vote share of 47.3 per cent in a 
parliamentary election exceeded the 
Congress's for the first time in Karnataka’s 
puiiiicat history. These data refkcicd a 
growl ngpotenlisJ fora new political synthesis 
in thestate which the ideological orientations 
and developing grass roots networks of the 
Janata Dai, and to a lesser extent the BJP, 


were eminently suited to expolil if either or 
bothcouldsufllcientJygeitbeirorganisational 
act together. 

There are varying opinions as to how 
effectively the Janata Dal and the BJP were 
aUe to take advantage of the opportunities 
inherent in an emerging new order of class 
differentiation that subsumes individual 
castes under provincewidc, and indeed, to 
an increasing degree, regionally and 
nationally extensive, strata in relttion tolheir 
material condition, occupational 
characteristics and demographic weight. We 
noted above that India Today was reporting 
opposition “unity movc.s” just prior to the 
lOlh general election. "Emboldmed by the 
plummeting Congress(l) popularity ato S 
Bangarappa became chief mini ster”.declared 
Ramesh Menon, “opposition leaders are 
working out new alignments” whose “sole 
aim [is to] woo traditional vote banks and 
unify theanti-Congressd) vote” (India Today. 
April 15, 1991). Manor, on the other hand, 
thought all three political parties were 
organ! sational ly and ideologically adrift and 
clearly saw no more positive trends in the 
Janata Dal and BJP than in the Congress 
leaderships. He believed, for example, that 
BJP gains in the parliatnentaiy election were 
less the result of that party's positive 
achievements than of the Congress! I) and 
Janata Dal bungling and unpopularity." 
Neither the BJP nor the JD looked as though 
they were destined to go much of anywhere 


TAiLEb’ SvNOKis w Karnataka Elections. 1989 to 1996 


Party 

Assembly 

1989 

Portiamenl 

1989 

Parliament 

1991 

Assembly 

1994 

ParliameM 

1996 

Eleciorale 

28.62 

28.61 

28 84 

30.76 


Turnout (Percenlage) 

67,6 

67.5 

54.8 

67 3 


Seals 

224 

28 

28 

224 

27 

Condidales 

204.1 

242 

391 

2495 


Cong(l) 

No of seats 

178(221) 

27(28) 

23(28) 

.35 (2:.3) 

5(27) 

Voting per cent 

43.8 

49.9 

42.1 

27.2 

31.0 

KCP (Bangarappa) 

No of seals 

- 

- 

• 

10(218) 

1(10) 

Voting per cent 


- 

- 

7.3 

3.2 

BJP 

No of seals 

4019) 

0(5) 

4(28) 

40(223) 

6(27) 

Voting per cent 

4.0 

2 6 

28.8 

17.0 

25.6 

Janata Dal 

No of seals 

24(209) 

1(27) 

0(21) 

115(221) 

15(26) 

Voting per cent 

27..1 

28.3 

18.5 

33.5 

35 i 

BSP 

No of seals 

0(5) 

- 

- 

1(78) 

0(3) 

Voting percent 

0 1 

- 

• 

0.8 

0.2 

CPM 

No of seals 

0(5) 

- 

0(1) 

1(13) 

0(1) 

Voting per cent 

0.5 

- 

0.2 

0.5 

0.40 

CPI 

No of spats 

0(18) 

0(1) 

0(1) 

0(8) 

0(1) 

Voting per cent 

0.6 

u.l 

06 

0.2 

0.4 

Independenu 

No of seals 

12(1089) 

0(28) 

0(266) 

17(1271) 


Voting per cent 

8.1 

4.4 

2.8 

9.3 

3A 


Nott: Total no of scats contested by tbe party in brackets. 

Smret: David Butler, Axhok Lahin, Prartnoy Roy, India Dtadtit: Elttiiiwi /95J-/M5,Boaliaairii 
Things. New Delhi. 199$. 
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in the post-dection period. In an ariicle 
dealing with the BJP’x perfonnance in the 
south, regarding Karnataka he concluded: 
If they cannot strengthen their organisation 
and find new compelling iisuet. the BJP will 
need to rely for future gains on self- 
destruct I ve h^aviour by leaders of the Janata 
Dal and the Cungtessfl). During the nine 
months that followed the 1991 election, these 
two potties continued their headlong rush 
in just the opposite direction. On the Janata 
Dal side. Bommai has remained out of sight 
at the party headquarters in Delhi, the SJP's 
Deve Gowda has resigned his seat in 
parliament. Hegdc is openly seeking a 
rapproochment with the Cungress(l). and 
little organisation building has occurred. 
The state Congress-I is more visibly strife- 
lorn than ever... [Manor. EPW, June 13-20. 
1992. p 1272], 

However, the results of the 1994 assembly 
election reveal that India Today reporting 
was somewhat closer to the mark than was 
Manor's. Despi tc < lut ward appearances, there 
turned out to be a real ditTenence between 
the ability of the Janata Dal and the BJP, 
on the one hand, and the Congtcss(I), on the 
other, to exploit the reconfiguration of social 
forces taking place in the state. Alternative 
explanations for Hegde's. Deve Gowda's 
and Bommai's actions to those provided by 
Manor appear to be required. In Deve 
Gowda's ca.se, the decision to resign from 
I parliament seems not to have been a political 
miscalculation but. on the contraiy. the 
outgrowth of a shrewd reali.sation that his 
political effectiveness wou'iJ be enhanced by 
returning to his vokkaliga hose in Karnataka 
and concentrating his energies on party- 
building at the grass routs. Hegde went to 
work reviving network lies with his fellow 
brahmans and with the lingayat community 
where he has always been strong. Hi s contact 
with the state Cangtess(I), meanwhile, was 
not so much, as Manor contended, an attempt 
to achieve "rappioachincnt” with it but rather, 
as India Today contended, an attempt to 
further weaken the Congress by capitalising 
on Virendra Patil's alienation after his ou.ster 
as chief minister in favour of Bangarappa. 
Bommai appears to have invested more time 
at winning support for the Janata Dal among 
his fellow 'bhunt' lingayats than his alleged 
political absenteeism might have led one to 
expect.’" 

There can be no question, however, that 
the purely political implications of S 
Bangarappa’s return as chief minister in 
Novendwrof 1991 provedtobeatiemcndous 
boon to opposition consolidation as well. 
Much damage to tte Congress prestige and 
credibility had already been done by the 
faction-driven chief ministerial oscillations 
that had occurred since the conclusion of tlie 
eighth general election in November 1989. 
Behind them, of course, lay the machinations 
ofRsiji vGandhI,the inheritorofhis mother's 


mantle and political style. It started with the 
removal of Veerendra Patil in October 1990 
because he was insufRciently submissive (o 
iheCongressfDhighconnnand iii New Delhi. 
In the woids of one emtespondem who was 
reporting on Patit’s recent death, he had 
acquired unacceptable credentials forachtef 
minister under the Indira/Rajiv Gandhi 
regime: He was an able adminisinUor and 
a leader of unimpeachable integrity” (India 
Today. September 15, 1992). 

Rajiv announced Patil's dismissal in the 
course of a press conference! The only 
problem with this was that Patil was in fuU 
command of the legislature party. Thus, 
Raji v's choice of a replacement chief minister, 
S Bangarappa. was unable to command 
sufficient legislature party support to remain 
in office and wa.s compdied to resign the 
post after only twomonths. Piuil then returned 
aschiefministeri n January 1991. Meanwhile, 
the central government changed with the 
victory of the United Front. V P Singh then 
used the state of legislative paralysis to Uy 
and neutralise the Congress' s political control 
in Karnataka. A report was elicited from the 
then governor, Bhanu PraiapSingh, asserting 
that in the ligh't of the fact that Karnataka 
was in a state of legislative 'suspended 
animation,' it had become ungovernable. 
The president's rule was imposed, which, in 
effect, achieved that which Rajiv Gandhi had 
failed to be able to do-viz, remove Veerendra 
Patil from office! 

When president's rule was lifted, and the 
Congress was back in power at the centre 
under P V Narasimha Rao's prime 
mini.stership, Bangarappa once more became 
chief minister. This was. ironically, an 
outgeowthofthe aftermath ofRaJivGaiidhi'.s 
assassination. Along with K Kaiunakaran of 
Kerala, who was very close to Rao, 
Bangarappa filayed an active role in 
supporting Narasimha Rao's bid to become 
[Hime minister. When that bid succeeded. 
Bangarappa transcended Veerendra Patil in 
the party hierarchy thereby acquiring the 
inside track on the Karnataka chief minister- 
ship. His chances were further enhanced by 
a combination of two other credential that 
wercrightfurthetimes:( I )He wasamember 
of a backward caste (idigia); and (2) he was 
known as a very dynamic fund-raiser. 

Even here, however, it must be recognised 
that behind (he purely political aspectsofthis 
bitter personal contest lurked the class factors 
which were progressively affecting the 
juxtaposition of social forces in the state. 
Patil was a lingayat with longstanding 
connections to the old higher caste party 
elite. Bangarappa was an idiga, one of the 
lower echelon backward castes, the first 
member of the toddy tapper caste to achieve 
the status of chief minister. In this sense, 
Bangarappa's coming was emblematic of 
class transformations that were struggling to 


be born in the Congreu itself odd synfcolk 
of many party leaden' wish to g ener ate 
support among politically emerging, 
heretofore voiceless segments of Karnataka 
society. It was, in short, a behavioural mani¬ 
festation of the very processes which lay 
behind the prolonged deliberations, alluded 
to earlier, over backward castes policy. 

Thus, when S Bangarappa came to power 
the last time, and remain^ in power long 
enough to hilve a real impact, his 
flamboyance, crudeness, confimtational 
style, connections with the sleezier elements 
of the business community, and seeming 
determination to use the office of chief 
minister as a means of redressing the class 
disparities between ‘his kind of people’ and 
the old guard, created a frenzy of factional 
in-fighting that traumatised the state party 
and created utter dismay among the national 
party leadership. Efforts to remove him were 
prolonged and politically devastating to the 
Karnataka Congress(I) and to New Delhi 
precisely because it was more than just 


TABie 7: Lok Sasha Seats Won IN 1996 
CoMrAREO TO Assembly Seats Won in 1994 
BY CoNJimiENCY 


No of Assembly 

No of Lok Sabha Seats 

Segments 


Won bv 

Won 

JD 

BJP 

Cong KCP 

0 



2 

1 


1 

1 1 

2 

1 

1 


3 

1 

2 

2 

4 

3 

1 


3 

5 



6 

4 



7 

1 



8 

1 

1 


Total 

16 

6 

5 1 


Table 8: CasiWBthno-Relkhuus Community 
OF Winning Candioates in Tne 1994 
Assembly Electkin* 


Caste/ 

Commimity 

Scats 

Won 

Percentage Percentage 
of Seats of State 

Won Population 

Lingayats 

64 

28.57 

15.34 

Vokk^igos 

34 

24.11 

10.81 

SC 

35 

15.63 

16.72 

ST 

6 

2.68 

6.73 

Brahmans 

10 

4.46 

3.46 

Muslims 

6 

2.68 

11.67 

Kninibas 

10 

4.46 

6.28 

Morattuu 

9 

4.02 

2.98 

Edigas 

4 

1.79 

2.31 

Christions 

0 

- 

- 

Bunts 

8 

3.57 

0.75 

Kodavos 

2 

0.89 

0.75 

Others 

16 

7.14 

20.66 

Tojpl 

224 

100.00 



Hole: * This table is a slightly nwdifMd vetsioa 
of Table 11: P^omuince of Various 
Communities and Castes', conUuned in 
the article by Sandeep Shasiri, 
‘Karnataka: Emergence of ■ Third 
Force''. Ectmimk^PtillHcal WttUy. 
Jenenry 13-20,1996, p 1S6. 
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raoyliin. The ttnicture of power which 
■nguan* cmtted had a lodal cleu at wdl 
a penoiudittlc dimeniion. “Much of 
angaiappa't invincibility,” declared India 
o^, ”lu^ stemmed directly from his 
wclcwod caste credentiali. He used this tag 
leffiBcdvelyneutialisc the powerful lingayat- 
okkaligaCm^orcommunities) lobby...’’The 
omtption-driven aspect grew out of his 
sddy tapper caste credentials which gave 
im entry to the liquor lobby that "imistcrs 
JiimaginaUe money power''. To this was 
dded a multifarity of shady relationships 
nth excise contractors, real estate hustlers, 
>operative housing societies and the like 
hich prompted India Today to label his a 
rash and carry regime” [India Today, 
eptember 15, 1992). 
in the face of such unbridled intraparty 
haos'. it proved impossible for the 
ongressd) to concemrate its energies on 
wring up the party's tattered public image 
trough constructive social policies, and the 
arty apparatus through grass roots 
Tganisational reform. Congressmen 
;presenting major segments of the party at 
oth the state and national levels found 
Mtnselves preoccupied witheitherretaining 
r ridding themselves of Bangarappa, 
epending upon which side of the fence they 
sposed. As 1992 drew to an end, the 
ttraparty crisis moved toward its 
enouement. Charges of eorruption and 
ivouritism reached a crescendo. Reported 
«fi« Today. “That Bagarappa has sullied 
le Congre^D's image is what 100 MLAs 
nd 15 disrict party chiefs said in a 
lemorandum to the patty high command 
iking for his sacking." Eventually, 
angarappa was forced out of office by the 
ongress high command and replaced by 
igni ficantly) another lowercastc pol it ici an. 
eerappa Moily, in December 1992. But by 
len the damage hod been done, especially 
hen Moily proved to be no more effective 
lan his predecessors at either quelling 
itemal dissentlon. moving policies, or 
storing confidence among the backward 
uses, Ambrose Pinto poignantly depicts 
e inuapacty situation that the Congress 
mfronledasihe l994election got underway: 
With the alienation of all major groups, the 
Congress could not expect to win the 
elections...ThesewcrenottheoiilyproMeins 
the Congress wu facing. In the choice of 
candidates there wu dissatisfaction. Union 
minister Shankaranand, Jaffer Sharief. 
Margaret Alva. Suwanuethwari. and local 
Icadm like Moily and Krishna had their 
own lilt of candidates. Each one tried to cut 
short the others' lists. OfTicia! the Congreu 
camUdates had to face severe opposition 
from rebel candidates in at least 40 
constituencies." 

The door of opportunity had been thrown 
Ide open for the iaimta Dal to charge imo 
: arena armed with ita ideologicai and 


organ! satlanal weapons forregaining power. 

Reaulte of that election reveal that the 
Janata Dal succeeded broadly, and the BJP 
selectively, in supplanting the Congress at 
the gnus roots. Table3 shows Ihedistri but ion 
of party victories in the assembty segments 
comprisingeach parliamentary constituency. 
The Janata Dai diffused its power all over 
the state. That is, it wrni at leut one assembly 
seat in every pariiamemary constituency 
except Mangalore, where the BJP won all 
eight. It garnered one to three seats in 11. 
four to six seats in 13 and seven or more 
seats in three. Unprecedenlly, the Congress 
was completely shut out in eight 
paiiiamenuuy constituencies. The BJP failed 
to win any seats in 13. The Congre.ss won 
one to three assembly seals in 19 
parliamentary constituencies, dght more than 
the Janata Dal or the BJP. But this actually 
represented a dramatic shrinkage of the 
Congress grass roots base. Both the Dal and 
the BJP did proportiomilely far better at this 
level. They won four or more assembly seats 
in 13 and three pariiamemary constiiticncies 
respectively, magnitudes thai bespeak of 
ramifying grass roots power. 

There ore interesting dimensions to the 
BJP's performance in 1994. While 
experiencing a decline in their total vote 
from 28 per cent in 1991 to 21 per cent in 
1994, they nevertheless increased their 
number of scats in the Vidhan Sabha from 
four to40. Thisdisparity has been interpreted 
by Manor and otheh as an indication that 
with a decline in the immediacy of the “hot” 
ethno-religious issues, the BJP lost some of 
its political momeqtum and peaked. While 
there is truth in this perception, u I myself 
have suggested, it seems equally plausible 
that this pattem'in some mcosuiedso reflecu 
the consolidation of political “beach-heads" 
in certain portions of Karnataka which could 
be important in future bursts of right wing 
mobillsalional activity - primarily in the 
more urbanised/commercidised portions of 
the coastal and lowerplainswhcreclitc castes 
are more concentrated and the major agrarian 
castes are less demographically and 
economically predominant. The BJP's 
penetration of Karnataka, the first southern 
state to be meaningfully penetrated, was 
clearly abetted by the Mandal/Mandir 
agitation, communal rioting around the slate, 
and both the Congress and Ihe Janata Dal 
default. But it must be reiterated that these 
phenomena constituted raw material for the 
process of class-differentiation that was 
taking place here. The latter was providing 
an institutionalised basis for sorting the 
products of ideological cleavage and diflaen- 
tial material imerests into polilicaily opera¬ 
tional socio-politicBl categories. And to the 
degree that the BJP has successfully 
established an eliie<aste and ami-Muslim 
bax for itself in xlect^ areas of the suae. 


even while experiencing declining voter 
support in othm, its presence takes on 
sociological as well as purely political 
significance. 

It is in the relationship between party 
performance and the voting behaviour of the 
state's mcgocastes, the lingayats and 
vokkaligas,plusotherbackwanls.scheduled 
castes, and Muslims that the class aspects 
of the assembly and pariiamentary elections, 
and the effective job which the Janrta Dal, 
and to some extent the BJP as welt, did of 
manipulating them, are to be seen. The data 
clearly show that despite all prior olMtades 
the parly-consolidation procedures 
undertaken by the Janata Dal lollowing their 
1991 debacle were paying off by 1994. 
Without doubt Ihe Congress's collapse had 
left a large political vacuum. But the manner 
in which the Janata Dal filled it was not 
merely by default. By applying the reservation 
principle to the widest spectrum of castes, 
the pany had circumvent^ m large measure 
vokkaliga and lingayai disaffection over 
Mandal/Mandir. while managing to retain 
favour with ihc other non-elite sections of 
society. Timing proved to be a silent partner, 
to he sure, because by 1994 these liriked 
issues themselves had lost a lot of their 
emotional salicncy. After the Babri masjid 
hod been destroy^ in 1992. once some of 
the gloss had been rubbed off the BJP in the 
aftermaih when ihcy were c.impelled to 
commence making the transition from 
moveinenc to machine, and once the courts 
had quieted much of the turmoil over 
reservations, the electorate was reverting 
back to old fashioned bread-and-butter issues 
and Ihc parties in politics-as-usual. 

The tnumveratc of Hegdc, Bommai and 
Devc Gowda, along with other party figures, 
subordinated their personal difTerenOes 
sufficiently to enable them to concentrate 
their energies and skills on party-building 
proccs.ses ai the grass roots and using their 
network ties with Karnataka's major cnsle 
communities to draw significant porrions of 
them into a loose confederation based upon 
shared class interests. Undoubtedly an 
important turning point in the JD's 
organisational rc-dcphiymept was the piny's 
success in attracting H D Devc Gowda bade 
into the fold after his three-year hiatus with 
the SJP. and, as already suggested, his 
decision to resign his Hassan (#19) 
pariiamemary seat less than a year after 
winning it. This enabled Devc Gowda to 
work on repairing his support base in Ihe 
vokkaliga community which had been 
considerably weaken^ by the Mandat/ 
Mandir turmoil, k the Jinau Dal a 
chance to regaiiryiiiax'to this megacane't 
local networks Mtduibish its image as the 
party willing tokeommodatevokkaligadan 
interests. Bommai and Hegde played linlar 
roles vu-o-mthelingayalcoiiinunky which 
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like the vokkaligas had gravitated to Kxne 
extent toward both the Congress and the BJP 
in 1991 because of the Janata Dal's 
cqutvooatinn over their reservation status. 
R»ynchrontsing lingaytf and vokkaligaclass 
interests with Janata Dal political and 
ideological aims was the task they 
accomplished." 

Factoring ethnicity into the analysis of the 
1994 Vidhan Sabha results enables us to see 
the effects of the Janata Dal's attempted 
political reconfiguration and what an 
important prelude this was to the party's 
achievement in the 111 h general election two 
years later. Tables 3 and 4 clearly show that 
the Janata Dal's all-cmbrasivc backward 
classes strategy successfully lured decisive 
numbers of lingayats and vokkaligas back 
into the Janata Dal camp. In the seven Upper 
Plains partiamentary constituencies, where 
the lingayat mcgacastc is numerically 
dominant in all of them, the Janata Dal won 
almost 60 per cent (33 of 56) ofthe assembly 
seats (Sec Table 3). In the Lower Plains, 
where vokkaligas are concentrated, the 
regional paliem was somewhat dirferent. 
There, in most of the parliamentary consti¬ 
tuencies, vokkai igademographic magnitudes 
are matched and in a few instances exceeded 
by scheduled castes and Muslims (Kolar, 
Bangalore North, Chamarajananagar). Rut 
the fact that the Dal won almost 60 per cent 
of the assembly seats here,as well (38 of 64) 
shows that this was a mixture that worked 
well for the rejuvenated party, that they were 
indeed able to carry off their broadly 
structured 'ca.sie ciassificaiion' strategy. In 
the east-central region, where lingayau 
predominate in the four northern 
constituencies (Koppal, Bcllary, Devanagere 
andChitraduiga) and vokkaligas predominae 
in the four southern constituencies (Tumkur, 
Chikballapur, Ha.ssan, and Chikmagalur), 
Janata Dal candidates won .iO per cent of the 
64 assembly elections. Only in the coastal 
plain, where lingayats are more sparse and 
vokkaligas virtually non-existent did the 
Janata Dal fail to win a majonty of the 
assembly seats. Here, comparatively 
speaking, the BJP ran strong, gaining the 
same number of seats (13) as the D^l. 

Table 4focuses niore specirtcally on party 
performance in relation to patterns of 
m^acastedemogr^ic dominance. It shows 
that however it was accomplished, the Janata 
Dal coalition .succeded in generating major 
support among both the lingayat and 
voickaliga electorates and blending it with 
support emanating from other key ethnic 
groups in the state. In parliamentary 
constituencies where lingayat and vokkaliga 
demographicdominance was most clear-cut, 
the Janata Dal won over half of the assembly 
constituencies. In the lOconstitucncies where 
lingayats were dominant, the JD won 43 of 
80 constituencies (53.8 per cent). In the five 


where vokkaligas dominated, the JD won 22 
of40 (53.0 per cent). Interestingly, the most 
potent ethnic combination occurred in the 
assembly segments of five parliamentary 
constituencies (Chikballpur, Kplar, 
Kanakapure, Bangalore North, and 
Chamarajananagar) where dominance was 
shared by vokkaligas and scheduled castes. 
This ethnic comHnatibn gvnered 31 of 40 
scats(77.S per cent),furtherreinforcing what 
the organisai ion of the election data by region 
in Table 4 suggest - that the Janata Dal’s 
class strategy successfully penetrated some 
of the Congress’s heretofore most reliable 
vote banks. The least successtui combinations 
appear to have occurred in five parli amentary 
constituencies (Chitradurga, Shimoga, 
Kanwara, Dharwad South and Dharwad 
North) where lingayats shared dominance 
with another ethnic group. Here the JD won 
more assembly seats than any other single 
patty (16 of 40), but not a majority of them 
(40.0 percent). Idigas (Chitradurga, Shimoga, 
and Karwar) and Muslims (Dharwad North 
and Dharwad South) were the 'other' 
demographically dominant communities. 
More comment on this latter category will 
be required later on. In all, however, it can 
be seen that in 200 of Karnataka’s 224 
assembly constituencies lingayats and 
vokkaligas are either the numerically 
dominant caste or shore such dominance 
with another demographically substantial 
ethnic category. This fact makes it clear why 
the calculations of any political party in the 
state that is serious atoul winning eicclinn.s 
cannot ignore these two megacastes. 

The extent of the Janata Dal's resurgence 
at the grass roots may also be appreciated 
from iJk district vantage. Di.stricis are the 
basic administrative units of Indian states. 
They contain the primary arenas where 
political activity interfaces with the electorate. 
The social, subcultural, economic and 
ecological characteristics of districts 
determine the grass roots strategies of 
competing political parties. The outcome of 
elections there (in municipalities, village 
panchayals, development blocks, district 
councils, assembly and parliamentary 
constituencies, etc), determines who controls 
the human and material resources and 
organisational structures at the grass roots 
level through which political power is 
acquired and perpetual^. 

'Table 5 shows the distribution of assembly 
seats by party following the 1994 election 
within each of Karnataka's 20 districts. In 
14 of these districts (Bidar, Bellary, 
.Chitradurga, Tumkur, Kolar, Bangalore, 
Mandya, Mysore, Hassan, Chikmaplur, 
Dharwad, Belgaum. Bijapur, Raichur), the 
Janata Dal emerged with the largest number 
of MLAs and in one other had lied with the 
Congress (in Gulbarga) at four leau each, 
obviously a veiy favourable position to be 


in from the standpointof conind over hical 
reiourcfet with a natkoal election no more 
than two yean away. As can be seen, in some 
cases the margins were spectacular - 8 of 
12 in Kolar, IS of 25 in Bangalore, 7 of 9 
in Mandya, 11 of 16 in Mysore, 10 of 18 
in Dharwad. 11 of 18 in Mgaum. In the 
remaining four districts (Bidar. Dakshina 
Kannada, Shimoga, Uttar Kannada), it was 
the BJP, in keeping with thdr unavoidably 
selective approach to party building fn the 
smte, which gained the upper hand. Taken 
together, these data indicate how completely 
the Congress’s organisational erosion had 
proceeded at the crucially important district 
level by 1994. 

The next stages in the political realignment 
taking place in the grass roots were the 
panchayat elections held in the wake of the 
assembly election and the civic elections that 
were held in January 1996 in 3,697 of 4,060 
wards of Kariataka’s municipalities." The 
Janata Dal did extremely well in the panchayat 
elections and better than any other organised 
party in the civic elections. Together these 
outcomes tended to confirm and indeed 
reinforce the progre-u which the Janata Dal 
had made in getting its act together and 
establishing its identity as an alternative to 
the Congress. The Janata Dal won *1,299 
seats, far ahead of the (Zongressd) (783), the 
BJP (404), the Karnataka Congress Party of 
S Bangarappra (65), the CPI(M) (8) and the 
CPI (7). Only indepiendciits approached the 
JD’s total with 1,131 scats. It is common for 
independents to score well in local bodies 
elections where parochial issues are 
paramount and ideology is minimally 
relevant. Pinto’s interpretation was that so 
many independents fbeing] elected' is an 
indicator of the growing frustration of the 
people with the existing political 
panics. JEPW, March 16. 1996, p 651). I 
think the much more important statistic is 
the magnitude of the Janata Dal’s 
performance by comparison with its rival 
parties which is an indicator of how 
successfully the party’s leadership had co¬ 
opted local structures of power and absorbed 
them into its orguiitatiooal ambit. 

The I Ith General Election 

The acid test of how successfully the Janata 
Dal had revitalised its organisation and 
projected its class strategy and its image of 
itself as a centrist patty intent upwn (pelting 
results was, of course, its performance in the 
I Ith General Election. In Pinto's words, 
With no tall claims, the JD had promised an 
cHicctivc goveroment (EPW, December 21, 

1994, p 3310). Congress loll a pariiamenary 
election in Karnataka forthe flnt time in its 
post-independence history. In the past, even 
when it failed to do well in asiembly dectiona 
it nevertheless prevailed at the partiamentary 
level. Not this lime, however, which makes 
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dM Mthifeoenl elwtioo in Kamnnka a 
miincly w«enfaad pditinl event (Table 
S). Nairexpratted it with the observation 
tto “forthe flnt time (inoe I95Z the people 
if Kaniataka, whohadtciupulouiiy r^ned 
1 distinction between the domains of the 
itateandthecentre. no longer fed compelled 
tohonourthedlstinction” (Janaki Nair. EPW, 
une 8.1996, p 1379). As we have seen, the 
anata Dal won the lion's shareofLok Sabha 
ieats( 16),theBJPwDaiix,and Bangaiappa's 
XP got one (his own constituency), 
jongiess managed to retain only flve teats. 

Die impottanceof the relationship between 
he Janata Dal’s successfol machine-buildin); 
it the grass toots and its subsequent success 
n the national election can be teen in Table 
7. In 14 of the 16 Lok Sabha constitueiKies 
iron by the Janata Dal, half or more of the 
light assembly seats contained within each 
ifthemhadbm wonby theparty in 1994. 
n 12 of these they had won five or more, 
rhe B JP's nascent party-building efforts are 
tlso visible in these figures. Four of the six 
xmstiiuencies which they won were in the 
rioastal and Lower Plains regions where 32 
if the 40 assembly seats the party controls 
ire located. Thqr won in four constituencies 
> Kaiwar (#22), Dharwad North (#24), 
Sangalore South (# 13) and Mangalore (#17) 
• where their 

partymen were incumbents in more 
issembiy seats than any competing party. I n 
he case of Mangalore, the BJP controlled 
ill eight assembly seats (Table 3). The 
Congress, by contrast, won narrow victories 
n five constituencies in only one of which 
Udipi #18) did their MLAs (3) outnumber 
hoseof any other party. In Bcllarytheirihrec 
vfLAsequalled the numbcrcontnilled by the 
(D. In two (Kolar and Mysore) Congress(l) 
sindidates won parliamentary seats in spite 
if there being no Congress MLAs within the 
lonstituency. These were cases where 
»ndidatcs' individual charisma played a 
nt^r role, sometimes in combination with 
ipecial circumstances. 

As in the assembly elections two years 
arlier.ihepervasiveinfluenceofKamat^'s 
negicasles, especially (he lingayats and 
rokkaligas, was everwhere apparent. All of 
he Janata Dal’s 16 Lok Sabha victories 
lectured in l6constinmiciesvrhereIingayau 
ind vcdckaligas were a mqjor demographic 
Hcsence. Where idigas shared dominance 
vithlingayaufin Udipi, Shimoga and Karwar 
xMisiiliiencies), the Jantta Dal fared poorly. 
Vhere scheduled castes shared dominance 
ith vokkaligas (in Chikballapur, 
Canakapura, Bangalore North and 
3iMnais|iananagarconstituenciei).thcJwMta 
Jal fared extremely well. These outcomes 
ibviously suggest that the Janata Dal's class 
lase rests in KamaUka's middle caste 
waiantry, the scheduled castes and the 
dusiims. It iwccccds politically when the 


patty leadenhip is able to achieve sufficient 
unity to consolidate this class base (at was 
the case from 1983 to 1989, and from 1994 
to the present) snd fails politically when 
factional divisions drive its ethnic 
components apart (as was the case from 1989 
to 1994). Table 8 compiles the demographic 
propoitioni of the various caste and ethno¬ 
religious communities in Karnataka and 
shows the relatior<!hip between this datum 
and the numberof teats won by their memben 
in the 1994 assembly election. Clearly, these 
figures reveal why any polilical patty in 
Karnataka can ignore lingayats. vr^aligas 
and scheduled castes only at their peril. 

Wc may now examine a selection of 
constituency contests which provide detailed 
insight imoof some the factors and processes 
which determined outcomes in the I Ith 
general election. 

Gulbarga (02): For the Janata Dal to 
accomplish wHIst it did in the 11th general 
election, it was clearly necessary for them 
to literally storm several Congress bastions 
that had been ‘safe constituencies' fora very 
long lime. The party approached this goal 
in most cases in a highly pragmatic manner. 
Attempting always to capitalise on whatever 
measure of general public displeasure with 
the Congressd) was perceptible in any given 
constimency, the Dal's specific approach 
was a matter of devising strategies tailored 
10 the class, ethnic, and factional attributes 
of each constituency. Gulbargacunstituency, 
situated in the h^ of north Karnataka 
lingay at country, is an exceilent case in point. 

The incumbent. B J Jawali. had served two 
terms in the Lok Sabha from Gulbarga. On 
twocounishcwas.solo speak, to the manner 
bom. He was a lingayat in a constituency 
where lingayat.s comprise almost a quarter 
(23 per cent) of the population. He was the 
son-in-law of Veerendra Patil. the former 
Congressd) chief minister, who had himself 
contested from Gulbarga in 1984 and who 
came to the constituency to campaign for his 
affinal kinsman in I9M. Yet, newspaper 
reports prior to the election indicated that 
the Congress's position had grown shaky 
due to intenial conflicts and the lacklustre 
image and perfomutnee record of Jawali. 
Declared Srinivas Simoorkar ,'TheCongress 
high command's decision to renominate 
Jawali... has not gone well with the party 
rankand filehere. Dr Jawali, who is perceived 
as being indifrercnl to party workers, is 
finding (he going very tough as the party 
workers are not coming out (to campaign for 
him]. To make matters worse, the MP has 
nothing to show by way of deveiopment in 
the constituency. His constituents were... 
alienated from hint They were quoted as 
saying, “Whenever wc go to him. he does 
not even bother to wish us. He behaves like 
a feudal kml...'' (The Indbm Express, April 
3a 1996). 


The Janata Dal's response to this situation 
was to employ their class strategy of 
embracing (be widest possible spectrum of 
ethnic groups as a means of timuhaneously 
coping with their own intra-party dissoition 
andtbcopposilioncandidtfes' vuloerabiliues 
in the race. The impetus for this approach 
was the Dal’s private survey, alluded to 
earlier, which revealed that in this so<alied 
‘lingayat constituency," 76 per cent of the 
voters were backwards, scheduledcailes and 
Muslims. Muslims, in fact, concentrated in 
Gulbarga and Afzalpur assembly segments, 
represented a bloc of approximately200.000 
voters. In addition, the Janata D^’s grass 
roots networks were in excellent shape after 
the party had done stupendously well in the 
ponchayat elections. 

The patty leadership was faced with the 
problem of how to capitalise on these assets 
in the face of a serious factional challenge 
emanating from S K Kantha. aformer ttnnister 
disgruntled by his failure to obtain the Dal's 
Gulbarga ticket. The solution, pushed by H 
D Deve (jflwda and C M Ibrahim, president 
of the state unit of the Janata Dal, was to 
go outside the intra-party arena to co-opt 
(}umaiul Islam and justify it as a meuis of 
asserting (he ‘secular" credentials of the 
Janata Dal. (^manil Islam was a two-tenn 
MLA from Gulbarga assembly constitueiKy 
who had until recently been the undisputed 
local leader of the Indian National Lrague 
(INL) and an outspoken opprmcnl of the 
Janata Dal. However, he Ml from grace 
following a dispute over his having alknied 
a school building to a supporter who wanted 
to convert the property into a commercial 
complex. His arch rival. S K Kantha, 
organised processions against him, ciaiming 
that the deal wouldeliminate the only Muslim 
girls‘ school in Gulbarga town. This proved 
to be an emotional issue that threatened to 
erode his Muslim support base. Qumanil 
Islam fought back by jumping to the Janara 
Dal at a time when the Janaita Dal needed 
him. Despite his proMems, he nevertheless 
retained a sufficient following to provide the 
Dal with much desired access to the 
demographically lucrative Muslim vote. At 
the same time, his rccruitnient enabled the 
pjuty's leaders to use him as a counterfoil 
against the S K Kantha group. 

A major problem with this manoeuvre was 
the possible fallout it might have in the 
lingayat community which was accustomed 
to one of its own receiving a ticket from this 
constituency. Both the CoogressO) and (he 
BJP had ticketed lingayats. Ramakrishna 
Hcgde and 5 R Bommai were deployed to 
reassure this crucially important component 
ofihecoalition.Hegde,whohadthestroi 4 Kat 
drawing power of any Janau Dal leader, in 
his visits to the corutituency stressed the fact 
that in the assembly eketion the Janma Dal 
had put up lingayats in all ei^ mmmmmMj 
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Kgments.He also assured his tistenen that 
Qumanil Islam was given the ticket only 
after he had agreed in writing to merge the 
INL with the Janata Dal. thus allaying 
suspicions about Islam's political reliabi lily. 
Finally, the Janata Dal was able to persuade 
the Dalit Sangharsha Samiti to endorse the 
party’s candidate. This a-ssured them that a 
significant quantum of the scheduled caste 
vote upon which the Congress traditionally 
relied would come over to their side. 

With all possible ethnic components ofthc 
Janata Dal’s cla.ss structured coalition in 
place, and factional conflict leasonably well 
contained. Qumarul Islam heat the odds and 
won his election. Not only was the Congre.ss 
defeated, it found itself reduced to third 
position as the BJP candidate, Basavaraja 
Palil Sedam, obviously profiting from .some 
measure of Hindu backlash, came within 
15,000 votes of victory. 

ChikkodiiSC) (26); Chikkodi, situated 
along the Maharashtra boixJer. may be a case 
par excellence of how, in certain cases, at 
least, the Janata Dal had soeffccti vely crafted 
its grass roots organisation that it could elect 
candidates who did not necc.ssarily possess 
great charismatic appeal. When the Janata 
Dal ticketed Ratnamala Savnoor. a woman, 
a lawyer and an MLA from Nippani asscn^ly 
segment (#204), against seven-term 
Congressman and former union minister, B 
Shankaranand."' who had won the last time 
by a margin of more than 23 per cent of the 
vote, the expectation was that Shankaranand 
would win in a walk. Savnoor was regarded 
as a "political novice" about whose selection 
"the MLAs [from other assembly segments] 
were not too happy” and for whom allegedly 
they "were not campaigning vigorously" 
(Benedict Paramanand. The Times of India. 
April 24.19961. Another correspondent was 
even more explicit about the incumbent's 
chances. Shankaranand “faces no major 
hurdles in the... constituency”, he said. "In 
fact, his election may be the ea.siest compared 
to earlier ones whm he had morc serious 
challenges... The chances of this frail woman 
making any impact on the voters arc rated 
to be low, let alone defeating a veteran like 
Shakaianand...” (HG Bdgaumkar, The Times 
of India, April 24,1996], However, not only 
did Ratmala Savnoor win her seat for the 
Jan^ Dal, she did so by a margin of 112.759 
voles! This repre.senled a vote-swing of 43.g 
per cent (Table 2). 

The Janata Dal got out the vote for its 
"frail” candidate. Organisationallylhcy were 
in a good position to do so. The party had 
won six of Chikkodi’s eight assembly 
constituencies in 1994. If, as the press 
claimed, these assembly men were 
disgruntled and factionalised enough to sit 
on their hands and let their pariiamentary 
candidate go down the drain, the results 
dearly do not show it. Moreover, the Janata 


Dal hadalso performed well inthepanchayat 
elections. Control of so many asaembly 
segments and within them so many local 
bodies enabled party workers to contact and 
effectively bargain with a broad spectrum of 
local power brokers. 

Savnoor appearslo have struck ideological 
themes that simultaneously appealed to the 
eleclorale in doss, ethnic and gender terms. 
She obviously attracted the women's vote. 
She was able to deflect the blame for power 
shortages that had prevented full utilisation 
of three sugar factories, which Shankaranand 
had gotten erected, away from the Janata Dal 
onto the Congress by accusing her opponent 
of failing after three decades in parliament 
locrcatcaneffectiveeconomic infrastructure 
in the constituency through which full 
utilisation oftheir pr^uctivecapadty would 
be possible. This was attractive to the 
cultivator castes, including the lingayats. 
who comprise 26 per cent of Chikk^i's 
population and the kurubas who make up 20 
per cent of it. In this scheduled caste 
constituency, ticketing RatmalaSavnoor was 
a shrewd manoeuvre in ethnic terms as well 
because it split the 3,50,000 strong dalii 
vole, heretofore overwhelmingly in the 
Congress camp, by capitalisingonils internal 
dassdifreremiationbetween 'left' and ‘right’ 
strata. Savnoor is a member of the left 
{Edagai) section while Shankaranand is a 
member of the right (Balagai) section. 

Thus, the Janata Dal candidate succeeded 
in Chikkodi even though she was a woman 
and not in any sense a noted political figure 
because the party organisation was well 
enough established at the grass roofs to 
mobilise a brood spectrum of support among 
the local power brokers who determine who 
votes for whom. 

Bangalore North! 12); 'Ihis constituency 
may be the premier exemplification of the 
relationship between Janata Dal machine- 
building and positive results at election lime. 
Comprising the rural hinterland north of 
Bangalotecily, its social composition seemed 
made to order for the party’s ‘caste 
classification’ strategy. Vokkaligas share 
deniographicdominancc here with scheduled 
castes and Muslims (20/20/17 per cent 
respectively). In an elcctoraie of 15,02,217 
there 'are almost 4,00.00 scheduled caste 
voters, about 3,50,000 (predominantly 
vokkaliga) backward caste voters, and 
2,20.000 Muslim voters. All eight assembly 
constituencies contained within Bangalore 
North chose Janata Dal MLAs in 1994, the 
only one in Karnataka where this was the 
case, thus giving the party an cnortfous 
organisational advantage at the grass roots. 

The class and organisational factors paid 
dividends. The Janata Dal candidate, C 
Narayanaswamy. got 49.4 per cent of the 
vote and beat his Congress ri val by riKwe than 
1,3 3.(X)0 votes. This represented a turnaround 


in vote iluma of 26.4 per cent (Ihfale 

Whatmadelhiaoutcomeeipeciallysttll 
was that it happened in the conkitiie 
which a very formidable power in 
Karnataka Congress, and indeed in 
national Congressd) as well, C K Ja 
Shorief, had held for five consecutive ter 
Sharief had been railways minister until 
alleged involvement in the bawala scata 
had brought himdown. This supplied eno 
ammunition to his fiKtiona] enemies teeiu 
them to prevent his receiving the Congi 
ticket from Bangalore North for the si 
time. Denying him the ticket naturally roc 
adding political divisiveness to the aire 
formidable array of social factors confront 
Cnngiess(l) in the constituency. Sharief 
tried very hard to orchestrate a move 
preserve his incumbency by using his gi 
roots clout to persuade the Bangalore Ri 
District Congress Committoe to unanimoi 
designate him as their exclusive choice 
the ticket. In the words of The Times of In 
dispatch, 'Taking some committee memt 
by surprise, Sharief himself attended 
clased-door meeting, read out parts of 
CBI chorgesheet against him in the haw 
case, claimed to be innocent, praised 
Congress and prime ministerP V Narasln 
Rao” {TOI, March 19, 19%). Howe 
higher authority would have none of it.' 
Bangalore Urban District Congr 
Committee put forward several alternat 
names. The Provincial Congress Conuni 
by-passed hi m and t hen, in an obvious altet 
to placate the demographically trui 
Muslim vote in Bangalore North, ultimat 
selected Obaidulla Sharief (not relatec 
Jaffar SharieO as their candidate. 

In the ensuing campaign, a disgrunt 
JafTar Sharief remained a passive byatanc 
failingto seriously deploy hissuppongro 
in behalf of the Congress candidate. It' 
said, however, that many of Shariefs nu 
supporters did in fact work for the part 
offlcial candidate - such as Mune Gow 
in Huskote (#99), A Krishnappa in Vart 
(#90), Vijayalakshmi Rambhat 
Shivajinagar (MS), and Prasanna Prasac 
Yelankha(SC) (#88) - but just h 
onergetically is problematical in the ligh 
the outcome. In any event, JafTar Shark 
pointed absence from the fray undoubtei 
made things easier for Narayanaswamy : 
he publicly acknowledged as much. But 
dynamic campaign style and the extens: 
organisational support at his ditpos 
combined with the anti-Congress 
the electorate, suggest that Narayanaswai 
xtood an excellent chance of winning (thou 
possibly not by as wide a margin) ever 
JafTar Shariefhad contested vid the Congo 
had been somewhat more united. 

ATangaiirre (17): Mangalore pariianteMi 
constituoicy is the prime manifnmHion 
BJP organisational sticceu in Ktanaiaka 


Economic and Political Weekly September 13, H 


2346 




hMbeeamBJPlMMU since the lOthgowfal 
electkMi in KI91. V DtiamMtlBya Kumar won 
it then by a margin of 3S.00S votes over 
Janaidhan Poctjaiy. the general secretary of 
the All India Congress Committee. He 
repeated that victory over Poojary in 19% 
although byanarrowernuuginofonly 14,670 
votes. The Janata Dal, encountering a consti¬ 
tuency where neither lingayau nor Vokka- 
ligas were as demographically important as 
elsewhere, finished third in both elections. 
In the 1994 election, the BJP considerably 
enhanced its grass roots position in this 
constituency by sweeping to power in alt 
eight assembly seats, the best it did anywhere. 

Prior to the election, the BJP leadership 
was predicting their candidate would win in 
a landslide, by more than 1.00,000 votes. 
The fact that this did not happen and that 
in actuality the BJP's margin slipped 
considerably in a contest with a Congress 
candidate at a time when the Congress 
popularity was in free fall around the state 
IS indicative of how far the party is from 
achieving the level of grass roots penetrat ion 
that it desires, viz. that which Ite Congres.s 
onCe enjoyed and the Janata Dai now enjoys 
in Karnataka. In this context of incomplete 
consolidation combined with a scattered 
ethnic mix that made it difficult for any pin y 
(0 get the demographic uppei-hond, purely 
political factors appear to have enjoyed a 
wider lattiiude to influence outcomes. 

The class factor did operate in Mangalore. 
Muslims form a large, socially visible, 
economically potent minority segment here, 
in the ovendl about 14 per cent ol the 
population. In the Coorg region alone there 
are around 60.000 Muslim voters. In 1991 
the BJP capitalised on the Aytxihya incident 
and communal rioting that had taken place 
aHthin the constituency to aiiract upper status 
and upwardly mobile Hindis (brahmans 
comprise 8 per cent of the population in 
Mangalore) whose votes certainly made a 
contribution to their candidate's v iciory. The 
(Congress and the Janata Dal competed for 
the backward, scheduled cosies and Muslim 
voles with neither party able to achieve a 
decisive edge. A similar pattern occurred in 
the lllh genera] election with a similar 
outcome, although in the absence of the 
emotional heat generated by Mandal/Mandir 
the BJP appears to have lost some of its 
ideological edge. What probubly saved the 
BJP was its aforementioned enhanced 
oiganisaiional position. That is. their more 
cohesive 'machine' in this constituency 
compensated for diminished dodrinal heat. 

The Congress, by contrast, experienced an 
organisational melt-down in Mangalore, one 
ofthefewconslituenciesin Karnataka where 
otherwise ofganisational viafai lily might have 
carried the day for them. A veritable intnt- 
paity wv broke out between the CongresMI) 
candidate, B Jaiurdhana Ptwjaiy. and his 


factiottaJ enemiei in the state party. Poojary 
initiated it because he believed ihM his prior 
loss to Dhanajaya Kumar had been the result 
of sabotage by his two principal inira-party 
adversaries, former chief ministers 
M Veerappa Moily and S Bangarappa, and 
he was determined to get even. 

As M Gautham Machaiah put it. "It was 
a long wait for the AlCC general secretary... 
five full years, to setlile the score with two 
of his arch rivals... Having been relegated 
to the background after his defeat in 
Managalorc in 1991, Mr Poojary, who has 
now wormed his way back to the pnme 
minister's good books has dealt both 
Bangarappa and Moily such a heavy blow 
that It will lake them quitea while to recover" 
(The Times of India, April 25, 19%). In the 
process, of course. Poojary paved the way 
for his own defeat in Mangalore in two 
respects. First, Moily, who is from the region, 
employed his various network resources lo 
undermine Poojary's power base, essential ly 
by detaching enough local support groups 
that would ordinarily have l^n in the 
Congress's pocket to enable the BJP’s 
candidate to scrape through. Second. Ptwjary 
expended so much of his political energies 
on intrigues against his inira-party enemies 
uidi his capacity to concentrate on his mter- 
party opponents was greatly diminished. 

The details of Puojary's machinations are 
a textbook illustration of convoluted factional 
rivalry, Using his influence at the centre, 
as AlCC general secretary and conffdani of 
P V Narasimha Rao. Poojary set nut to pre¬ 
vent Moily from obtaining the Chikmagalur 
(#20) ticket which he badly wanted, and in 
prevent Bangarappa from returning to the 
Congress fold. In both undeilakings he was 
succc.ssful, undoubtedly thereby further 
weakening I he Congress' s a Ircady weakened 
grass roots structure in Karnataka while 
sealing his own fate in Mangalore. 

The strategy employed to politically 
immobilise Bangarappa was first to initiate 
negotiations with him concerning a possible 
allianccwiththesplinter parly (the K^alaka 
Congress Party) he had created after his last 
break with Congress at a lime when 
Bangarappa was being wooed by the Janata 
Dal. In this connection, PoajaryandJiiendra 
Prasad were deputed to Karnat^alo conduct 
facc-tn-face negotiations with Bangarappa. 
Bangarappa was drawn far enough into their 
net that he started equivocating with the Dal. 
This caused the Dai's leaders tq turn away 
from him. At this point, Poojary pulled the 
rug out from under him. This was done by 
going back to Delhi and reporting that 
Bangarappa could not be tnisted. Poojary 
told the prime minuter that Bangarappa had 
called him a "political scoipion." He further 
claimed that Bai^iarappa’s motive in joining 
with theCongress was merely to add a couple 
more seals lo his faction after which he 


would once again go his own way. To avoid 
this, Poojary and Prasad suggested, the 
Congressfi) must compel Bangarappa to 
essentially dissolve his splinter party and 
completely reintegrate himself into the 
Congressil). When Bangarappa refused to 
go this far, negotiations were terminated, 
leaving him completely out in the cold. He 
had been lured away from the Janala Dai and 
then cut off from the Congress support by 
making him an offer that he could not accept. 

In the case of Veerappa Moily. Poejary 
employed the 'woman card’, legal 
technicalitiesandhis record as chief minister 
to knock him out of the box. Moily wanted 
the ticket from Chikinagalur(#20), as already 
noted. He felt he was entitled to it in 
recognition of his political status in the party. 
The only trouble was that the sitting MP fioffi 
Chikmagalur was a woman. Taradevi 
Sidharth. Poojary used his clout at the centre 
to defend Taradcvi' s worthiness to continue 
as the (TongressCI )chaice forthe constituency. 
He argued that Congrcss(l) must show a 
willingness to recognise women in the 
political process. And what could be a more 
ideal venue lor this in Karnataka considering 
that CTtikmagalur was the constituency which 
had returned Indira Gandhi to parliament in 
l979?This put the monkey on Moily’sback 
bccau.se an aggres.sivc pursuit of this ticket 
would make him appear to be indifferent to 
the growing concern for the sensibilities of 
women voters. Mealy, however, went ahead 
and n led for the ticket. Poojary was successful 
in getting Molly’s bid rejeaed. “Mr Moily 
is indulging in sabotage by attempting to 
di.slodge a silting woman member.''declared 
Poojary. “She has a clean image... Denying 
her a ticket would send the wroitg signal lo 
(he people" |M Gautham Machaiah, TOI, 
Apnl 25. 19961. 

The gender factor was one device that 
worked. Muily’squesiiunablerecoidas chief 
minister was another. Finally, there was a 
procedural technicality that proved to be 
decisive as a formal basis for denying him 
the ticket. It was claimed that Moily had 
insc rted his nomination without ffrit cleving 
It with the central election commiuee. Said 
Poojary of this mailer “Even the Prime 
Minister's name has to be cleared by the 
central election committee. Under such 
circumstances how can Mr Moily go ahead 
with filing the nomination without being 
given the green light by the CEC? (M 
Gautham Machaiah. TOI, April 25, 19%]. 

When I he dust had settled, neither Poqi«ny 
nor Moily had survived. Only Bangarappa 
haddone so. DnderihenibricofhitKaniBiaica 
Congress Party, he won the Shiinoga(t2n 
scat where hts idiga caste shares dom ina nce 
with the lingayais and where his personal 
machine retains its maximum viablity. lu 
core is in Sorahi (#166) assembly segment 
where Bangarappa had won leveo 
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conucculivc times until he moved up to the 
parliamemory level. 

DrvanicereiOb): Dcvangcrc is one 
parliamentary constituency luitsiUc the 
cou.stal /.one and within the ambit of 
mcgacastc dominance where the BJP was 
aWe to inumph in a direct showdown with 
the Janata Hal. Thcoutcome may he indicative 
of how the BJP would routinely operate if 
It ever succeeds in becoming a hmud-biiscd 
political party in Karnataka. Put .simply, it 
would find Itself relying less on ideological 
stridency in regions with what Manor calls 
•'eccentric" vK'locultural characteristics'' and 
mure on the kind of pragmatic stratagems 
which the conventional political parties 
employ to win elections in the slate's 
heartland districts 

In Devangea* it w:ls essentially a three- 
way showdown between ihrce-lcrm 
Congressman Chennayya Odeyar. 0 
Mullikarjunappa of the BJP, and S l< Paid 
ofthc JD. with M Basappaofthe KCPiK'ling 
as Bangarappa'.s man. A member of the 
Kunbi ca.ste. his purpose was to act as a 
.spoiler hy denying Kunbi votes to the 
Congressd Icundidatc. Viciory would belong 
tothe party which most .sutx'cssfully managed 
the caste, class and factional variables at 
work in the constituency. That party, as it 
turned tuii, wils the BJP. 

In terms of party control of assembly 
segments, the Janata Dal enjoyed a slight 
advantage. They held three ussemhiy 
constituencies - Bharamsagiir (#4.^), 
Hulalkcre (#49), and Channtigiri (#I.SK) - 
tu the BJP's one lMayakonda#42), and the 
KCP's two < Jugalpur#4.^ and Honnah #161) 
(Table I). In addition to modest grass rmii.s 
penetration of the constituency, the BJP 
entered Ihc cum|)aign with a measure ol 
carry-over identity from the 10th general 
election when their candidate, S 
Rabrindrannth. had given Odeyar a run for 
his money. But to win. the BJP found it 
would have to make a serious attempt to play 
the caste/class card the same way as the other 
players in the arena. 

l.ingayats make up almost 2.^ per cent of 
the constituency. To ignore their soeio- 
dcmugraphic importance and ethnic 
sensibilities would have been politically 
suicidal. Yet, Congress put itself in the 
position of seeming to take the lingayat vote 
lightly. The man who badly wanted the 
Congress ticket was the party’s MLA from 
Devnngcre assembly constituenry. 
ShyanamurShi vashiinkorappa, a lingayat and 
a powerful factional leader in Ihc di.stnct. 
Instead, the ticket went to the incumbent. 
Odeyar. a kuruba. Shivashankarappa 
consequently sat on his hands and tacitly 
helped steer lingayat votes toward the Janata 
Dal candidate. J H Patel, who is a fellow 
lingayat and also principal of a law schwii 
run hy Shivashankarappa. 


While Shivashankarappa’* tacit defection 
clearly damaged Congress(l)'s chances 
among lingayuls in the constituency, it failed 
to engender cane hinnclie support for the 
JD's candidate. This is because Patel’s 
subcasle is the bunajiga (called the ’B brand’) 
which is outnumbered by the sadnra subcaste 
(culled Ihc 'S brand’) to which the BJP 
candidate, Malikarjunappo. belongs. In short, 
the BJPin Devangeredid not allow doctrinal 
punty to stand in ihc way of exploiting the 
lingayat caste’s inir.i-cthnic demographics 
to its advantage. 

Ill Dcvangcre. scheduled castes cunsiitulc 
around 2()pcrccntol thcelcctorolc, scheduled 
tribes 10 per cent, and Muslims still another 
to per cent. While the Janata Dal did well 
among these sections of the electorate, their 
votes were insufllcieni to offset their 
I imitations in oihcr domains. Other than thcir 
already alluded to qualified performance in 
the l.inugayat community, their main failure 
may have been among what was normally 
their strongest suit throughout much of the 
stale. That is, the peasant cultivators. Between 
the 19^)4 assemhiy election and the llth 
general election, (here hud been a serious 
crop failure tor which many farmers blamed 
the incumbent Janata Dal. Shortly before (he 
national election, a Deccan Herald 
correspondent reported that "crops worth 
several crores of rupees had withered in 
thousands ot acres of land in Mayukundu 
(#42). Marihur (#40) and Dcvuiigem (#41) 
lus.semhiy I constituencies when water from 
Bhndra dam was diverted to Ho.spei dam 
about a fortnighi ago... I'M* was a .severe 
setback to the ruling Janata Dal, especially 
IS hen il was followed by police tiring to 
control "a rampaging inoh which set llrc to 
two KSRTC buses and four pri vate vehicles, 
causing two deaths...". This had Icit such a 
strong negative impress ion in the public mind 
that “the party has not dared to venture into 
theallcctcd areas for campaigning” (Deccan 
Herald. April 28. 19%). 

Cliikballai>ur (09): 'ITh: contest here was 
hilled as ‘a hiiiilc of titans’ because two ot 
Ihc three primary candidates were major 
players in their respective parties. The JD 
candidate. R I- Jalappu. was state revenue 
minister and before that senculture minister 
(important here where silk growing is a 
signiticant industry). The Congrcss(l) 
candidate, V Mumyappa, a former minister, 
an Ml-A from Sidhlaghatta (#66) 
constituency, was a veteran politician with 
a reputation for political shrewdness. 
Although the BJP candidate. P C Mohan, 
was less well known (a Bangalore resident 
who.se mother and wile arc native to the 
constituency), he received powcrlui backing 
from B .S Yediyfirappa, thcopposition leader. 

On the surface, the Congress and the JD 
seemed to have the most going for them. In 
Congress's case, the party's candidates had 


won every previous election since 
Independence. Their current candidate was 
a vokkaliga in a constituency where 
vokkuligas comprised 16 per cent of the 
po|)ulalion. In the JD’s case, their man was 
a backward (ediga) who held the 
Doddaballapur (#97) assembly segment and 
was simultaneously a powerful figure in the 
stoic and legislative parties. To the extent 
that Ihc BJPcandidaic hudademographically 
viable political base in the constituency it 
lay in his batiga casle-which constituted 
almost 10 per cent of the population and 
contained about 2,00.000 voters. 

The result; a JD victory (by 44.2 per cent 
to 42.0 per cent of the vote), which once 
again appears to have validated the party’s 
’class strategy’. With the party in direct 
control of five assembly constituencies and 
indirect control of another (#67 Bagepalli: 
they supported the CPM candidate, G V 
Srirama Reddy), their grass roots machine 
was in a position to turn nut the vote. White 
taking advamage of deep divisions in the 
Congress (Muniyappo’s three-term 
predecessor had been denied the ticket due 
to iidvanccd age and poor performance), they 
accomplished what the party accomplislied 
in mo.si constituencies where they were 
victorious. They held onto the megacustc 
(i c. vokkaliga) vote and melded it whh strong 
support tram ulhcr backward, scheduled 
castes andMuslimvutersthcicby assembling 
a broad-based coalition which cut across 
ethnically dirferented groups which had 
common class intercsls. 

This was a hard fought contest which 
Jalappa won by only 16.209 votes. His victory 
wa.s the first time in the history of Ihc 
constituency that u Congress candidate had 
fulled to win. The manner in which Jalappa 
won appears to have been an impressive 
nianifcsialion of the successful execution of 
the Dal’s class strategy. 

ClI.NCl.ll.SIONS 

Between their full from power in 1989 and 
their emergence from the ashes in 1994, 
culminating in their success in the lith 
general election, the Janata Dal provides a 
classic illustration of how political machines 
are hut 11. Their leaders rcsol ved to subordinate 
their factional differences sufficiently to 
establish a credible ideological identity and 
systematically build an organisational 
stnicturc from the ground up. Hegde, Bommoi 
and Deve Gowda brooght theircon.siiiuencies 
among linagayats. vokkaligas, other 
backwards, sch^uled castes and Muslims 
#ntu the Janata Dal camp. Their concept of 
‘classifying’ caste and cthno-reiigious 
formations in Karnataka gradually bore fruit 
as, on the one hand, they stuck to their 
doctrine and. on the other, built local 
structures of power that could deliver the 
votes from those segments of the electorate 
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lowaidf whom their Ideology wv directed. 
The first successful stage of this sireiegy was 
the Janata Dal's sweeping victory in the 
1994 assenbly election. This not only brought 
the party to power in the state. At least as 
important, it brought direct grass roots 
political control of 116 assembly segments 
and indirect control of some others through 
electoral alliances. This, in turn, helped the 
party do well in other gmss roots contests 
- viz, panchayat and municipal elections. All 
of this prepared the ground for the Jnnala 
Dal to move into the political vacuum created 
bythedisintegrationof the Congress machine 
which had for so long dominated Karnataka 
politics. Ultimately, this success,' in turn, 
produced an unanticipated political bonus 
for the Janata Dal. It made possible their 
leader's ascent, for a lime at least, to the 
prime ministership of India. 

The question now is whether the Junalu 
Dal machine, once built, can long endure. 
Signs of factional disorray began to appear 
even before the I lih general eiecliim ended 
when, on May 2. stale party president C M 
Ibrahim announced his resignation, appu- 
renilydueiodincrenccsbetweenhimscll and 
other party leaders over the proposed rC' 
admission of Jeevraj Alva to the Janata Dai. 
Shortly after the election, the longstanding 
animosity between Hegde and Deve Gowda 
led to the former's expulsion from the party. 
The factional implications of Deve Gowda’s 
fall at the centre are yd to be determined. 

If the Janata Dal machine fails In susltiin 
itself, and if thj.s is combined with a collapse 
of the coalition government in New Delhi, 
leading to a new national election which 
many believe the BJP would win, it is wonh 
speculating as to whether the door would 
then be opened for the BJP to radically 
expand its now well-established footholds 
m Karnataka. This might result in the first 
major penetration of the south fur which the 
BJP has so long yearned. 

Notes 

(This study wos miulc possible by a gram trotn 
the Office of Inicmaliunal Rclalions nf ihc 
Smilhsonion Insthuliun, Woshinglun. DC. li is 
pan of a projccl diivcted by Harold A Gould 
which cmdilcd six scholan to observe and analyse 
the 11 ih general election. Tnegnmiccs were Paul 
brass (Uni veriity of Washington). Sikoia Bonerjoe 
(Univenity of Lethilndge). Viiginu Van Dyke 
lUniveniiy of Washington), Paul Wallace 
(University of Missouri), Walter Hauser 
(University of Virginia). Arthur Rubinoff 
(University of Toronto), and Harold Gould 
(University of Viiginio). In addition, others who 
contributed papns to this project were Binoy 
PtasodtUniveriily of Missouri), Pratnod Kuniha 
(University of Missouri), and Ram Aihroy Roy 
(Center for the Study of Developing Sockiics). 
The col kctionofpapen is being publidied serially 
in consecutive iitues. 

I wish to ibaiiL Froncine Berknwil/, Diiccur, 
OrnceofliUeiiulional Relations, forherhelpand 
generosity in making this pnijeci possible. Alsu, 
(hanks to Prodeep Mehendiralla. Direcinr, 


American limiluie of Indian Studies. New CXsihi. 
fur making hit facility available to the gnmtees. 
White in India, I was fortunate lo meet vc assistance 
in my work from a number of persons. Foremost 
on my giuilude list is The Times ry Jmha whose 
iheit ^ilor, Oauthoin Adhikori. niode the nuources 
of this fine newspaper fully available to me. 
Equal gratitude goes to associate editor M D 
Nalopal who opened many doors for me and in 
the process bMume a friend. In Bangalore. 
.Srinivasa Prasad, chief of the political bureau, 
gave generously of his time arid guidance and 
arfonkd nw full access lu The Times nj liiditi's 
newspaper files before, dunng and afier the 
elections. Also, thanks are due to Chtnnen Das. 
vice pa-sident-response (South India) at the 
Bang^mc The Times ufliirihi I also thank Tmies 
iiflHdiii principal correspondent P K Suremlran 
in Thinivonanlhapuram and Michael Thorokon 
of ihc Centre fur Development Studies in 
Thinivananlhopuram for ihc excellent imcrview.s 
they grnnicd me.] 

I This was the result of the rise of the Janata 
Did nationally under V P Singh's aegis. The 
Jimula Parly in Kamalokajoincdthis coalition 
and confonned its name to the national 
organisation. 

1 One correspondent referted to him as "tlie 
wily H1) Deve Gowda... who has made dissent 
and factional politics the basis of hts career.. " 
iH/fiii f'lx/uv. May 15, 19R<). 

5 See Harold Gould. Gmss-Ri»>ls Puliiiis in 
Indiii: A Cenluiy ol Pithlnul Einlwrhm in 
Fiiriihtid Dislnit. Oxford and IBH. New 
Delhi. 1994 

4 The ullimatc precedent for this type nl 
mobilisation was the rise ofDcvrai Urs in the 
I97(S. A Cnngressman of backward caste 
origins, and miidclling himself on the Charon 
Singh phenomenon in the Hindi Belt. Urs 
rose 10 Ihe chief minisicrship of Kumaioka 
on the wing.s of backward caste imibilisulion 

.5 Sec Ambrose Pinto. 'Karnataka' Politics of 
Reservation'. EPW. August 27. 1994 

6 Ibid. To quote Pinto' "Based on these cniena 
lingayalsandbhuntsscctionoflhcvokkaligas 
wcrecxcludedlromie.servation benerus. The 
romoining vukkuligas were on the list Yet 
at Ihe stage ol impleinenlalion llte state 
government was unwilling to allow lingayats 
along with bhunis lo be oiiiilled from ihe 
OBC hsi" yi 2270) 

7 With Ihe exception of dotlors. lawyers, 
chanetvd nccountaitis, utcomeiaxconsullants. 
denial surgeons and architects 

5 This soetion has drawn heavily from two 
unicles by Ambrose Pinto: 'Kaina(aka.'Poli(k's 
orKcservalion’.£'f’IV.Augusl27,1994'227(i- 
71, and ‘Kanulaka As.seiiibly Elections' 
t'PW, December 21, 1994- .V1O9-I0, 

9 Joine.s Manor, "BJP m South India. |99| 
General Eleellon." EPW. June 1.1-20. 1992: 
I27f). 

10 Further subxtanlialion of (he view that the 
decision of the Janula Dul's Big Three lo hury 
the hatchet, temporarily at least, and co¬ 
ordinate their political skills in behalf of the 
larger whole paid rich dividends coinc from 
Sunjeep Shasrri's analysis of the assembly 
election which appeared in the January I 
2(1 (1966) issue of Es imimic imJ Piditiiid 
Weelily. .Said he: "...the groundwork for a 
spirited clectiun campaign hod been laid well 
befoie Ihe announcement of the elections 
wilhihejoinitourofihe stole by Raniokrishna 
Hegde, .S R Bomniai and lArve Gowda. Dunng 
the eicclion campaign, they made it a point 
to emphasise pony unity and apologise lo the 
voters for Ihe disunity shown in the past..." 


Alsu, ‘^he Janata Dot's teodership troika... 
helped ensure that the dominani caste voles 
went in favour of Ihe Janata Dal Tlie second 
line of leadership., drawn from .. the 
baekwofricoiiumini lies, dalils and minonlies", 
had a comparable impact among these 
segments of the electorate (pp 1.58-591 

11 Wrod/i/'rW.March21.1997 "Anolysuvay 
the Congress Pony began a downward slide 
in Karnataka after Palil's sacking by 
Gandhi Ihc story cuniiiiued 

12 EPW. 1994: .5.509 .See Gould 1994 for a 
.systematic ircatnicni ol the manipulation of 
caste and other personalistically miegraied 
local structunrs of power for purposes of 
political sobougc. Sondeep ShasUi. op cil. (p 
157). attributes some of Congress's prinblciTis 
10 'an eiiiharnissnient of riches’. "TTie steam 
roller ma)only which congress had secured 
in the 11991 lasseiiibly." he declares. liecaiDe 
one of Ihc causes for Ihe tension os a greater 
number of ruling party legislators had lo be 
provided 'political accornmodalion’". 

15 Manor concluded that Buiiimai's lofty status 
as the Jarula Dal president actually damaged 
■he Janata Dal's standing wiih Ihc lingayats 
on Ihc ground lhal. ". by holding that post 
he caused the party probleim in Karnataka 
m two ways. First, ii meant lhal he bod lo 
spend must of his lime outside the stale, so 
Ihe Janata Dal's mam lingayai connection 
was less visible than it nceiM to he. Second, 
hi.s pre.senec in Delhi at V P Singh'.s elbow 
reminded Karnataka lingayats (and 
sukkaligas) of (he Janata Ual's eommiunem 
toihe Mondal Commission rccoromcndatioas. 
Thai alienated them from (he pony, since it 
made the Janaui Ool seem - as V P Smgh 
consianily stivssed in tus specs bet - (he 
advocate of the 'hackwardclasses'.' The flaw 
in this analysis appears to be its 
incompleteness If it was true that Bouunai's 
pieoccupalion with political life at the cemre 
and apparent cndiHsenieiH nf V P Singh's 
Maiklal policies at one point antagonised tus 
tcilow lingayats. then wc must conclude on 
(he basts of political outcomes that by 1991. 
utier the Dal rapprocliemeni got undeiway, 
Buinmai. (ike Deve Gowila. was able loreiuns 
lo Karnataka, rebuild his grass roots nerworks, 
and moke teal coninbutioiK to the party’s 
resuscitalHm. 

14 The dll loKnee between number of wofxls and 
number of ch;clion.s was explained by Pinto 
as tolluws: "Elcsiioivs for ihe 100 wank of 
Bangalore cily cor|SHalio« and lo all the civic 
bodies including the Managlorc city 
curpiHalion in Dnksliina K»iiiada totalling 
about 256 wank were countermanded. The 
reason nITered was the inadequacy of 
supervisory staTT and a lack nf congema) 
ainvisphete. on account of the Cauvery issue. 
However, the leul issue seems to be that 
the two areas had favouied the BJP in the 
la.st ossemhly eleeiioiu . The ruling Janata 
Dal was not sure of the mood of the 
electorate a year on and decided lo have 
elections later. Polls were not held in 27 other 
wards for various reasons." EPW, Moreh 16. 
1996: 6.50 

15 Threcorthcsccandjdaleshadwan-Chiih:liali 
(tt07). .Shahahod/SC(41 l)andSedam«l4). 

16 Only Jagjivan Ram with eight terms hadbeeti 
ejected more limes fromasinglcpafhaniciiMiy 
constituency. 

17 Cumnwras made in a colloquium on ihe llRi 
general cicclion conducted at the InalHMe for 
Commonwealth Studies, Univenity of 
iamilnn. May I. I99(i. 



Privatisation Policy and Power Sector Reforms 

Lessons from British Experience for India 

Douglas Wood 
Dcvcndra Kodwani 


Privatisation of public sector enterprises becomes an important policy issue in the context of the current 
liberalisation and deregulation of the industrial sectors in India. Already some initiatives on divestment in public 
sector enterprises have been taken by the Indian government. The key issues revolve around the’dcgree oj 
restructuring the state enterprises or industries to be privatised, the speed and timing of such restructuring and 
the methods used for transfer of ownership from public sector to private sector. This paper examines the lessons 
of the British privatisation programme for India since reform of the energy sector is a key economic objective 
in India. The discussion focuses on privatisation of electricity supply industry a key sector in economic development 
in India. Privatisation of British Electricity .Supply Industry vcus preceded by radical changes in the industry 
structure and restructuring of the firms in the industry and was accompanied by a tight regulatory framewoHi 
intended to promote efficiency and competition. 


I 

Introduction 

THEguvemincntoflndiaenibarked on major 
economic reforrm programme in li)9l with 
objective of moving Indian economy from 
a planned (‘command’) framework towards 
amarketoricnicdone. Inpursuingihislndian 
government took many policy decisions 
designed to encourage fiscal discipline and 
divestment in public sector enterprises 
(PSEs), promote liberalisation and 
deregulation of the domestic rinancial 
markets, and attract foreign investment. 
These policy decisions echo the structural 
adjustment programmes supported by the 
international agencies like the World Bank 
and IMF which emphasise the dominant role 
ofprivalesectorandcompetition forcfTicieiu 
allocation and utilisation of resources. In this 
context privatisation of PSEs becomes an 
important part of the economic reforms in 
India. 

Privatisation becoming a central feature 
of government policy raises some important 
economic (and political) issues. The British 
privatisation programme initiated in the late 
1970s has bwn one of the most extensive 
ones in non-communist crxmtries and has 
stimulated emergence of privatisation as a 
global phenomenon. The objective of this 
paper is to analyse the rationale and issues 
underlying pri vatisation programmes with a 
view to examining lessons for India from 
the British approach to privatisation. Since 
reform of the power sector is fundamental 
to achieving the expected outcomes in 
industrial and infrastrucnire development in 
India, the paper draws heavily on the 
restructuring and privatisation of electricity 
supply industry in England and Wales. The 
paper is organised in following sections. 
Section 11 di scusses the rationale underly i ng 


privatisation. In Section 111 the key issues 
in operationalisation of the privatisation 
process including restiucturing of the state 
enterprises or industries to be privatised, 
methodsusedfortransferofownership from 
public sector to private sector are discussed. 
Section IV describes the restructuring, 
privatisation and post-privatisation 
regulatory regime for the electricity supply 
industry in the UK. In Section V we look 
at the power sector in India and steps taken 
by thegovemmem regarding divestment and 
involvement of pri vate sector in the industry. 
Section VI concludes the paper with some 
suggestions about possible lessons for India 
from the British experience. 

II 

Privatisation 

A simple definition of privatisation would 
be transfer of the state ownership of 
productive assets to the private sector. It may 
be viewed as mirror image of nationalisation. 
Kay, Mayer and Thompson (1986) and 
Jackson and Price (1994) delineate the 
following activities which could make up a 
broader definition of privatisation: 

- denationalisation-thcsalcofpublicscctor 
assets 

- deregulation - the opening up of state 
activities to private sector competition 

- contracting out 

- the private provision of public services 

- joint capita] projects using public and 
private finance 

- reducing subsidies and increasing or 
introducing user charges 

Major (1993) uses the term privatisation 
to mean ‘Tull conversion of property rights 
from the state or collective ownen to pri vate 
ownen” (p 50). More recently Boycko, 
Shleifer and Vishny (1996) have defined 


privatisation as a combination of tn 
activities. The first is corporatisation of PSE 
to transfer control from politicians i 
managers and second is reduction of the cai 
flow ownership by the treasury (or ministr 
and the increase of cash flow ownership f 
managers and outside shareholders. Ti 
essence of various definitions is th' 
privatisation is a process whereby it 
intended toreducethcinfluence ofpoliticiar 
and bureaucrats on the functioning of PSE 
and transfer thecontrolling rights to maruige 
accountable in the usual way to prival 
owners (subject to the regulatory regime an 
their nominees, if any). 

RaHONALE for PRtVATISATION 

The objectives of (nivatisation incluc 
[KayandThompson I986;PriceWaterhoui 
1989]: (I) to improve the econom! 
performance of the industries concerned, {: 
to resolve the problems of management an 
control, (3) to raise finance for the stat< 
(4) to reduce the power of public scctc 
unions, and(S)to promote popularcaphalisr 
through wider share owtier^p. 

It is argued that the shift from public i 
private management is so profouiid that 
will produce a panoply of significar 
improvements: boosting the efficiency an 
quality of remaining government activitiei 
reducing taxes and shrinking the tin i 
government. In the functions that ar 
privatised, it is aigued. the profit seekin 
behaviour of the new private sectc 
> management will lead to rost cutting an 
greaterattention to customer satisfaction [se 
for example. Goodman and Loveman 199 
Moore 1983]. Moore (1992) argued ftitthc 
that the act of privatisation itself promote 
both economic efficiency and publi 
confidence in the system of indiistris 
capitalism, and thus PSEs must be toU ol 
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to private investors before efnciency gains 
can be realised. We will discuss methods 
of privatisation in more detail in Section III. 
Politically .the objective of broadening share 
ownership is to increase public backing for 
market oriented economic policies and to 
makeitdiificultandexpensiveforsub.se(|ucnt 
governments to reverse market policies by 
re-nationalisttion [Megginson. Nash and 
Randenborgh 1994]. One may find the 
theoretical basis of all lhe.se arguments in 
economic literature particularly in prupeny 
rights theory, agency theory, theory of 
economic regulation and public choice 
theory. Vickers and Yarrow(1988)list three 
conceptual issues involved in privatisation 
debate, namely, owrumihip.compeiitjon and 
regulation. To gi ve u cunposite shape to the 
arguments ^ve we consldeTthcmin relation 
to sources of incentives and controls on the 
managerial behaviour in publicly and 
privately owned emetpriscs. 

In Figure Ha) the control and 
accountability of managers in a public 
enterprise is depicted. It may be argued that 
the ultimate owners of public enterprises are 
citizens or voters in the country. But the 
decision making power and responsibility to 
ensure the optimum utilisation of resources 
hy publicenterpiises remains with politicians 
and bureaucrats. It is argued that politicians 
ate likely to pursue their own utility in terms 
of maximising the chances of re-election at 
the cost of efllciem functioning of state 
erUerpriietfieeBoycko.Shlcifcrand Vishny 
1996]. One may view this as an agency 
problem. Since the ultimate owners of the 
public enterprises ore voters and politicians 


arc agents of the population.' As per agency 
theory theconflict in the interestsof managers 
<agents) and owners of the enterprise may 
result in less than nwst desirable managerial 
behaviour from the owners' point of view. 
It is suggested in property rights theory 
that attenuation of property rights is at 
the source of inefficiency of public cnier- 
pnses [see Jensen and Mcckling 1976. 
DeAlessl 1983]. 

Figure 1(b) shows the forces which arc 
likely to affect the managerial behaviour 
and ensure that it is in the interest of owners. 
Qcar allocation of private property rights 
should ensure better monitoring of 
managerial behaviour. Compelilion in the 
product market forces the enterprise to 
provide the goods or services of desired 
quality at lower costs to survive as agoing 
concern. Competition in the capital market 
for funds exercises control over the 
management in terms of takeover threat and 
share price movements. Though it should be 
noted that the concern about the agency 
problems surfaced by Jensen andAleckling 
(1976) and Fama arid Jensen (l*)83) arose 
within a private ownership conftXI Yarrow 
(1986) argues that competition and 
managerial accountability at cmbep impqnant 
rather than privaiisaiionper je ih poifqbting 
economiccmcicncy.Be^cyandLIttlcchild 
(1989) argued that privatisation promotes 
efficiency by facilitating competition.'Writich 
provides the most important mechanism for 
meeting the criterion of maximising the 
consumer benefits. 

It is clear from the foregoing.«tgiAnenls 
thatregulalionandeomp^UoiAiiiveacentral 


role in increasing the overall efficiency of 
privatised firms. The implication is that 
publicly owned enterprises are more likely 
tooperaic monopolistically and inefficiently 
compared to their counteipaib in pnvate 
sector Wc therefore consider that post- 
privatisation competition policy and 
regulation should be given a serious thought 
at the lime of privatisation. We lake up these 
and other issues related to operationalisation 
of pri vaU.saiion programme in the following 
scciinn. 

HI 

Operationalisation of 
f^vatisation Ptdicy 

Privatisation programmes ore necessarily 
complex. Decisions have to be taken 
regarding restruauring of industrics/PSEs. 
relationship between the privatised Brim 
and government after privatisation, the 
method of pnvatisaiion and the regulation 
of the privatised industries particulaiiy in 
case of privatisation of public utilities such 
as water or electricity where access is almost 
a pre-requirement for normal life. 
Implementation of these decisions may 
involve IcgisliUion.valuaiionofPSEs under 
various structural allemaii vcs. sole of PSEs 
to private sector, and the creation of 
appropriate regulatory tegitnes. 

Restroctuxinc 

By restructuring we mean changet in the 
industry or firm stiuaure. For example 
operations of vertically integrated piibHc 
utilities may be broken up an that dUferan 
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operations of the Hrms become transparent 
lu allow both accountability and cfTeclive 
competition. Two questions arise in this 
context. Fir.sl is the speed oT such 
restructuring, i c. how quickly should the 
desired rcsiructunng he carried out. The 
other question is when should such 
restructuring he earned out, i e, bctorc or 
alter privatisation,' We take the question of 
speed at firm level and industry level 
.separately. When u whole industry with a 
monopolistic or oligopolistic .structure is to 
be pn vati sed it may be desirable to restructure 
them wherever possible to separate maior 
functions ol PSEs which can he perlormed 
by different citiilies. This not only reduces 
the problem ol cross subsidisiuion hut paves 
way for poicntini competitors who may be 
efficient providers of particular .services but 
could not match the scope economies of 
unitary competitor. In the UK a variety of 
procedures were followed though the logic 
was not always uppurcnl. The electricity 
supply industry was completely restructured 
in the UK hcfiire privatisation with 
generation, transmission and distrihutinn 
allocated to diflcrcnt entities. The gas 
industry, where competition in.supply already 
existed wa.s privatised as a single national 
entity while the water was split into ten 
regional companies. 

The financial ami operational rcsinieiuring 
ot tlrms prior lo pnvalisaiion i.s generally 
undertaken to make PSEs attractive from 
investors' point ot view with provisions 
designed to improve ct impctiti veness phased 
in over a longer Icim period. Tliis is because 
it IS generally feared that operational 
lesiructunng during or after privatisation of 
the firms may result in loss ofjobs. However, 
the evidence on elfccLs ot privatisation on 
the employment level in privatised firms is 
mixed. A .study by Mcgginson el al (1994) 
finds an increase in the employment in 
privatised firms. Parker and Martin (1996) 
find mixed evidence on the effect of 
employment in 11 firms which were 
pnvatised in the UK in 1980s. However, 
Bhasker and Khan (1995) report that 
employment in jute mills m Bangladesh 
decreased significantly following 
privaii.sation of those mills 

Ruoci.AnoM OF Privatisko Firms 

In most scctorsof the economy competition 
and private ownership create an incentive 
structure for managers and owners of firms 
which encourages productive and allocaiise 
elTiciency. However, public utilities like 
cleclncity. water, telecommunication and 
gas do not easily fii the competitive model. 
They areparticuiariy charactcriscdby market 
failure conditions, namely, a.symmetric 
information, externalities and monopoly 
power (Armstrong. Cowan and Vickers 
1994], Therefore, privatisation of public 


utilities not facing significant market 
competitidn is generally accompanied by 
regulatory legislation. We restrict our 
discussion on rcguialiun to the economic 
aspects.' 

Academic discu.ssion has focused on two 
approaches to regulation, namely, rote of 
return regulation and price cap regulation. 
Rate of return regulation essentially puts a 
limit on the return allowed to be earned by 
the firm on its assets, while price cap 
regulation limits the prices to be charged to 
customers without regard to returns on 
cupiial. Price cap regulation is also known 
as RPI-X regulation. RPI stands for retail 
price index and X (which may be positive 
or negative) is a number specified by the 
goveniment at time of privati.sation hut by 
the industry regulator Kub.scqucnily every 
four or live years. The extension of RPl-X 
regulation to the I.IK utilitic.s was proposed 
in the Lillicchild Report (1983) which argued 
that: 

Rate of return contnil. whatever the variant, 
suffers from two major defects. First, it is 
burdensome and cosily to operate, reduces 
the incentive to improve efficiency and 
innovation, and distorts the pattern of 
investment. Second, it covers the whole 
business, or a large part of it. it does not 
focus explicitly on the particular services 
where monopoly power and public coneern 
are greatest" ILiiilechild 198.3:34]. 

It is argued that RPI-X regulation would 
protect consumers against monopoly by 
focu.sing precisely on the services of 
monopoly concern. Controlling pnccs would 
give firm enough incentive lo achieve 
productive efficiency and would promwc 
innovation because any aisi reductions would 
be kept by the fi rm. 'fhe burden of regulation 
would be low because it would only require 


the calculation of simple price indexes, with 
no need to measure the asset base for rates 
of return, or consider coat allocation between 
competitive and monopolislic parts of any 
firm. Al present privatised public utilities 
including water, gas, telecom and electricity 
industries in the UK operate under RPI-X 
regulatory system. 

Tethniques of Privatisation 

Methods of privatisation can be broadly 
divided in two edtegories. In first category 
we put conventional methods such as stock 
market flotations which have been used to 
privali.sc PSEs in mostly non-communist 
countries. Another category includes mass 
privatisation metlirxls which have been used 
in ex-communist countries with embryonic 
or non-existent capital markets such as 
Lithuania, Poland. Czechoslovakia, and 
Russia. Such programmes are usually 
distinguishet' from conventional methods 
along three dimensions. First the afliKation 
of assets lo population is virtually free. 
Second, a much higher fraction of the 
economy's assets is usually covered in mass 
privatisation. Third, because the allocation 
of shares is free. ma.<!s privatisation requires 
little preparation, valuation or restructuring 
prior to privatisation and hence is faster [see 
Boycko. Shiciferand Vishny 11994) for more 
discussion of these methods], Vuylstcke 
(1988) shows the most commonly used 
methods of privatisation (Table I). Many of 
these conventional methods have been used 
in the UK and elsewhere in western Europe 
as well as in Asia, Latin America and more 
recently Hungary and Germany. Choice of 
the mclhodof privotisuiondependson factors 
like objectives of sale, cost of sale .md 
tl'osibility of alternative methods. In the UK 
differcnl methods have been used for 


Tabif I • Ba.sic Mimious of Privati.sation 


Mvlhud.s 


Ckaracterislics 


Public nffenng of shares 
Private sale of shares 


.Sale Ilf govcmnlcnt 
or enterprise assets 

Fragmentation 

New private investment 
in SOE 

Management/ employee 
buyout 


Leases and 

iiianagcmcnl contracts 


Distribution lo the general public of ail or part of share.s in public iimi led 
company las going concern) 

Sale of ^1 or port of government shareholding in a slock corporation 
las going concern) to a single entity or group. Con lake various forms 
such os a direct ocquisitioir by another corporate entity or a private 
placement targeting inslilulional investors Can be full or partial 
privatisation (i c, Iransformalion into joint venture) 

Sale of assets (instead of sham). Private sale. 

Reorganisation of a SOE into several entities (or one holding company 
and several subsidiaries). Each entity will llicn be pnvatised separately. 
Primary shore issue subscribed by the private sector (dilution of 
government's equity stoke instead of disposal of it). 

Acqui.silion by management and or workforce of controlling interest 
in the SOE. Lcveragcifkiiaiiagement/employce buy-out(LMBO) consist 
nf purchase of shares on credit exiendetLeilher by wiler (government) 
or by financial institutions. 

No ownership transfer Under lease, fee is payable to ownerof productive 
facilities: lessee assumes full commercial risk. Under managemeiu 
coniroci. owner pays for manogemenl skill, while manager has full 
management and operalkmal control. 


.Vrionr: Vuylsieke,C( 1988). p 1.52 
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jxivatiMrtkMi. Proimneu afncmf them arc 
itock'market notation, management and 
employee buyout (MBCVBBO) and mile to 
existing private sector companies (Table 2). 
Although the number of privatisations 
through MBOIEBOis about IS8against4X 
public ofTers, the latter have attracted a lot 
more attention than the former. Perhaps it 
is due to the size of those offers. The market 
capitalisation of lirms privatised through 
. public offeni is nearly £45 billions against 
the total value of less than £2 billions for 
MBO/EBO [Wright and Thompson 1994]. 
We briefly discuss some of the issues 
underlying debate on privatisation through 
public ofTers. 

PnivxTisATioN THainioii Stock Makkv.t 

Fl.OTATtON 

(jcnerally the privatisation of large state 
undenakings is possible through public offers 
only, as other methods may not be feasible. 
In a recent .study by Megginson et ul (1994) 
authors report that 61 companies m IK 
countries which experienced full or partial 
privatisation through public share offerings 
during 1961 -1992 period with shares worth 
US $ 166.7 billion. The concerns in 
privatisation through stock market notation 
include targeting ownership, valuation and 
prici ng of shares, ahsence of developed eq ui i y 
markets, nature ot capital market regulation, 
marketing of issue, receptivity of cupiiiil 
market and crowding out effect {Vuylsicke 
I9K8]. At the time of privatisation the 
government’s overriding con.sideraiion is to 
makeasuccessfulpublicoffcr.This generally 
results in ihc under-pricing and over 
.subscription of the issue and a bias in 
alliKalion to private savers at the expense 
of institutions and larger investors. Most ol 
the privatisation public offers in the UK 
recorded large gains soon alter the issue with 
British Telecom. British Petroleum, the 
regional water and electricity eompanic.s 
registering returns over 20 per cent on first 
day after the issue. Tills alinictcd cnticism 
of under-valuation and of 100 per cent 
disposal as opposed to pnmary and secondary 
issue. The motive for selling 100 per cent 
IPOs could be the dc.sirc of guvcmmcni to 
create a large constituency of share holders 
who could make it difficult fur subsequent 
governments to re-naiionalisc privatised 
firms though thisconflictcd with the existence 
of tax incentives towards collective invest¬ 
ment vehicles which prom()ied extensive 
sales by private owners. It may be noted (hat 
privatisation process was regu larly appnii.sed 
by the National Audit Office (NAO), which 
investigated various issues related to the 
privatisation including valuation of fums. 
completion of the privatisaiionexpccted lime, 
allocation of shares to wider ownership, cost 
of making public offers, etc fseefor example, 
NAO 1992]. 


IV 

Privatiaatlon and Regulation of 

El^ridtjr Supply Industry in UK 

STaiKTURE OF Nationaliseo ESI 

In (he Hrsl half of (his century over S(X) 
authorised companies supplied electricity to 
customers at a variety of voltages and 
frequencies in England and Waic.s. The 
EIccincity Acf of 1947 national i.icd (he 
distribution and supply aciiviiies of some 
560 separate organisation.s m England and 
Wales and integrated them into 12 regional 
area boards. Under the same act, the 
generating assets and liabilities of a number 
of companies were transferred to a single 
state coniitillcd body. The Electricity Act 
1957 established two new statutory bodies, 
the Central Electricity Generating Board 
(CEGB I, which undertook certain functions 
in relation to elcctrieiiy generation, and the 
Elccinciiy Council which was a kind ol 
policy forum fur area boards and CEGB. 
HM's government appointed the members 
of Ihc area boards and the CEGB and the 
central members of the Electricity Council. 
Under this legislation, the structure of the 
nationali sed clcctriciiy supply industry < ESI) 
in England and Wales had following features: 

- The CECiB pnxiuced the vast majoniy bf 
the electricity generated, cnnirihuiing some 
94 per cent of total public supply system 
requirements in England and Wales in the 
year ended March .11, 1990. 

- The CEGB owned and operated the 
transmis.stor, system and operated the 
iiiterconncciions with France and Scotland. 

- The area boards purchased clcclricny. 
almost all of it trom ihcCEGB. and di.stnhutcd 
and .sold il to customers within their 
designated arcus in England and Wales. 

- The Elecincity Council cscrcised a co¬ 
ordinating role forlhcESl. providing serv ices 
in areas of common interest, for example 
national pay bargaining and certain treasury 
activities, .and statutory functions which 
included advising ihc .secretary ol state and 
preparing consolidated E-SI acuiunts. 


Under this structure, the CEGB had a 
statutory duly to provide bulk supplies of 
electricity to the 12 area boards. To achieve 
this, Ihc ESI adopied a generation security 
standard. This wa,s designed to ensure (he 
availability of suFTicient capacity loasuuidurd 
statistical level of security agreed with Ihc 
.secretary ot state. To this cikI, the CEGB 
planned lor a margin of generating capacity 
incxccssof expected demand lolake account 
of uncertainty in forecasting future demand, 
including Ihc cffccis of weather and non¬ 
availability of plant. This role, taken in enn- 
junciiun with its control of tlie transmission 
.system and of the operation of power stations, 
gave the CEGB an elfcciivc monopoly in 
generation. 

Prisr-PHivATisATifis Stri-sti.ri; of ESI 

In February I98K. HM government 
published its proposals tor restructuring and 
siihscqueni privatisation ot the ESI inawhilc 
paper entitled 'Privatising Elecinaiy'. The 
subsequent legislation, the Eicctricity Act 
19K9. set the ground for pn valisaiion of ESI. 
On March .U .the new industry structure was 
introduced. Under the new structure: 
(Figure 2) 

- The CEGB's a.sscts and liabilities were 
iranstcrrod in four successor companies. 

~ Three ot these successor companies are 
engaged prcdominamly in gcnenition. Two- 
thirds and one-third of the CEGB’s non¬ 
nuclear generation capacity was divided 
between National Power and FowerGen 
rc.spcctivcly while nuclear power stations 
were transferred to Nuclear Electric. 
-Tlicnationalgridandihc CEG B' s iiiiercsts 
in the interconnections with the FraiKC and 
Scotland, together with the pumped storage 
power stations were transterred to Notional 
GndCompany (NGC t. NCC islhcstdisidiary 
ot Ihc National Grid Holding which is 
owned hy BECs. In Scotland the industry 
wa.s split between Scottish Power and 
Hydro- Elcciric which arc vertically 
iTiicgAtcd although their supply and 
dislnbiilion businc.s.scs are regulated like 


It 



» - 

N,r. 


Tabif 2 P*iVATisArH)s .SriinTi'Rr aso t)*'SLiisiiip Form r»rra E.\Asin.esl 


Owncnhin Fimn 

Stfucluiv 



Whole 

Emerpnse 

Verlical .Separation 

Korironlal 

Scparalion 

Conglomerate 

Disposal 

FltilMiun 

HT 

BGC 

BAA 

British Steel, etc 

Elecincity 

Wauir, Eleetrictly 


Management/ 

Nuiionut Freight 

Uanclli Radiator (BLI 

NBC 

Focom Systems 

employee 

Corporaiiun 

UnipatttBL) 

Ncntlish Bus 

(BTG) 

buyout 


RFS Industries (BRi Vosper Thomcycrofi CAPiBTGi 
Coated Electrodes (6S) (BSI 

V.SEL(BSl 

Thud party 

BU Austin 

Scalink (BR) 

NBC 


(trade) talc 

Rover 

' Royal Ordnance 

BREL (joint bid) (Rl 

Scottish Bus 



Sttun-e: Wright and Thompson (1994). p .58 
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FMimE 2; New Snumnte-or the ESI in Encland and Walei 



other distribuliun companies in England and 
Wales. 

- The bu.sinc<i.s of the 12 area hoards were 
transferred to the 12 regional electricity 
companies (RECs), serving essentially the 
same regional areas of England and Wales 
as previously. 

- The co-ordinating role of the Electricity 
Council was abolished and ilsoperBtingas.sets 
were transferred to Electricity Association 
Services Limited. 

Sale of Ei.EiTRtciTY iNnu.srRY 

It was noted aboveihe ESI was rcsitudured 
in England and Wales before pnvatisntion. 
All the companies were privatised by stock 
market flotation. Thedistributiun companies 
(i e, 12 RECs) were sold simultaneously 
but independently in December 1990, 
followed by the English generating 
companies (F^wciGcn and National Power) 
offered on ajoini offer basis in March 1991. 
A similar arrangement was used for Scottish 
companies in June 1991. The dcci.sion to sell 
RECs first was mainly based on the argument 
that elcctncily distribution business with 
identifiable regional monopoly would be 
perceived as a beticrinvcstmcni opportunity 
compared to generation business which 
would be relatively mote competitive. The 
main objectives of the sale of RECs apart 
from trunsferring the ownership to private 
sector were stated as below [NAO 1992): 
(i) to complete the .sale to timetable, (ii) to 
maximi.se net proceeds, (iii) to widen and 
deepen stiare ownership, (iv) to achieve 
overall recognition that the sale had been a 
success, and (v) to achieve a modest premi urn. 

All of the above objectives had bearing 
on the de.sign and pricing of public offers. 
It was decided to make public offers rather 
lhan invite bids to encourage individual 
investors and ‘widen and deepen share 
ownership'. The objective of widening and 


broadening share ownership was pursued 
systematically/ Widening shore ownership 
was defined as persuading individuals who 
had not previously owned shares or, if they 
had, no longer did so, to purchase and retain 
.shares. By deepening share ownership was 
meant persuading individuals who already 
owned shares to add to their poitfolios by 
purchasing and retaining further. 
Accordingly, such individuals were targeted 
in the marketing campaign encouragi ng them 
to register their interest in the offers. 
Government assumed in its planning of the 
issue about six In nine million people might 
register their interest in the sale. Actually 
some 7.3 million individuals registered. The 
total incentives for individuals, customers 
and employees were about £112 millions, 
of which incentives for employees of RECs. 
National Grid, Company and Electricity 
Association were 31.3 million. The 
government had promised in the while paper 
on proposals for pri vatisi ng electricity that 
1 here would he attracii vc pro vi sions to ensure 
that employees could get the shares. The 
incentive package for employees included 
some free shares, discounted shares and some 
preferential allotment. Foran employee with 
I.S years scrviccdheavcragcforihe industry) 
the incentives had a maximum value of £860 
on required personal investment of £ 1,220. 
This was by far the most attractive employee 
incentive package compared to privatisation 
sales till then (Tabfe 3). The same price 
of £2.40 per share was f1 xed for at I the R ECs. 
It was expected that there would be modest 
premium on shares soon after the sale. Also 
100 per cent of the government slake was 
sold as general election was approaching and 
Tory government preferred not to retain any 
clement of state ownership. It was also argued 
that if a controlling stake (there were 
proposals to sell 60 per cent) was transferred 
to the private sector it would be difflcult to 


co-ordinaie a secondary sale for remaiiiiii_ 
slake in 12 dtOerent RECs. Even the price 
controls fixed for the fust five yean after 
the privatisation, which had direct bearin 
on the cash flows of the companies, were 
largely affected by the consider^on to make 
successful sale of the RECs. Regulation of 
the privatised companies is discussed in the 
following section. 

As a result of all the elTorts made by 
government and its advisen the issue turned 
out to be a highly successful public offer.* 
However, on the first day of trading on 
London Slock Exchange the stock market 
valued the companies at £6.3 billions 
compared with public offer of about £5.2 
billions. The premium remained high in the 
first month of trading and indeed excess 
returns persisted for two years after flotation 
prompting arguments that the companies 
were sold cheaply and that staggered sales 
of shares wo'jid have resulted in a better 
realisation. It is also debatable whether the 
object! vesof widening and broadening share 
ownership are worth pursuing by giving 
incentives to individuals. It was found that 
some 40 per cent of the original nine million 
shareholdings in the REO were sold by 
January 31.1991 (about six weeks from the 
daieofissuc)and about 60 per cent had been 
soldbyJunc30,1991. This not only increases 
the cost of primary issue but re-allocalion 
process whereby the institutional investors 
try to purchase enough shareholdings to 
b^ance Iheir portfolios os also costs. But 
these types arc highly influenced by the 
economic and political context at given lime. 

REOiJi-AnoN OF' ELECTRK-rrY Supfly 
Industry in UK 

The office of Electricity Regulation 
(OFFER) headed by Director General of 
Electricity Supply (DGES) was established 
in 1989 to monitor the perfomance of the 
industry and implement the RPI-X system 
after pri vatisation. The enlisted duties of the 
DGES arc as under 

- To ensure all reasonable demands are 
satisfied 


Table 3: Emfloyef Incentives in 
Pbivatisation Sales 


Compoiiy 

Year 

Value of Personal 
Incentives* Investment 
(Pounds) Required 
(Pound!) 

Bcitiih 




Telecom 

1984 

683 

2817 

SBriiiih Gas 

1986 

782 

2542 

Water 




Companies 

1989 

806 

2538 

Regional Ekcliicily 



Companies 

1990 

860 

12220 


* BasedoDlSyeaisiervice.ValiMatOeceinlMf 
1990 prices. 

Sourrt: Departmeat of Eneqty 
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-Toenturethatlkenieescanfiaanceliceiued 

activities 

- To ptomote competition in generation and 
supply 

-Toprotect interests of customen in respect 
of prices, continuity of supply and quality 
of supply. 

The most important duty of DGES is to 
protect the consumers in respect of the prices 
charged by the RECs as most of them .still 
enjoy near monopoly power. In this respect 
it was noted earlier that ESi operates under 
the RPl-X regulatory system whereby the 
DGES determines the upper limit for the 
annual increase in the prices charged from 
the customers. Under the Electricity Act the 
DGES can propose the X factors and it is 
up to the companies to accept the proposed 
X factors. If acompany acceptsthe proposals 
the new price control takes effect, i f company 
disputes it. the matter is referred to the 
Monopoly and Mergers Commission 
(MMC). MMC holds a formal enquiry and 
recommerids what it believes would be 
appropriate price control in a given situation. 
Prices of electricity have to cover costs of 
generation, transmission, distribution, supply 
and a fossil fuels levy designed lo cover 
decommissioning costs for nuclear 
insiallalions. The break down of costs in 
1993-94 wa.s: generation 56 per cent, 
ttaasmission 5 per cent, distribution 24 per 
cent, supply S per cent and the fossil fuel 
levy 10 per cent [OFFER 1994), At 
pri vatisaiion go vemment had set Che X faaors 
for all RECs and it has been argued that the 
X factors fixed at privatisation were too 
lenient becau.segovernment wanted loen.surc 
successful sale of RECs. Therefore, it was 
expected that in the first periodic review of 
the price controls DC^ will determine 
rougher X factors. In August 1994 DGES 
proposed new price controls for the RECs 
in ^gland and Wales which were accepted 
by them. But sub.sequem developments in 
the stock market in the form of take-over 
bids for Northern Electnc (one of RECs) and 
the forecasts in the defence package offered 
by Northern to its investors prompted DGES 
lo reconsider the X factors proposed in August 
l994.lRjuly 1995 DGES announced revised 
price controls which were tougher than those 
announced in August 1994 (Table 4) which 
also the RECs accepted. It can be seen that 
new price controls fixed by the DGES are 
much tougher compared to the X values 
determined by the government at 
privatisation. The prices to the customen arc 
required to fall in real terms by average 14 
per cent and 11.S per cent in 1995-69 and 
1996-97, respectively, followed by annual 
3 per cent annual reduction till I999-2(XX), 
when another review will be carried out. 
Despite this, the first periodic review of the 
price controls in the indutuy and subsequent 
controveny about whether the regulator has 


been tough enough In setting the price 
controls to ensure that efficiency gains are 
paittcd on to the consumen in form of lower 
prices, has highlighted the (telicate task of 
balancing the interests of investors and 
customers faced by the regulator. Academia 
are now examining possibility of regulatory 
capture by investors and the companies or 
by consumen in the present regulatory 
regimes in the UK [see, for example, Dnes 
and Seaton 1995], Further developments in 
the market forcorporatc control have brought 
up regulatory issues arising from the mergers 
and take-overs. One such take-over of an 
REC (NORWEB in north-west of England) 
by another privatised utility (North-west 
Watcrregulatcd by Offiecof Water Services) 
has increased considerable interest in 
regulatory circles. Apart from price controls, 
Ihc regulator also monitors the performance 
of all companies with respect lo .service 
quality. 

TheCEGB’s monopoly over bulk supplies 
of electricity was abolished during 
restructuring and privatisation. Under (he 
new siructurc. National Power. PowcrGcn. 
N uclcar Power and self generating industrial 
entities were allowed to compete with other 
generating companies in the generation 
business. Competition has been extended to 
Ihc supply business already. At pre.seiu 
consumers ofcleclric ily with demand of I (X) 
k W or more have the opt ion lo buy electricity 
from any supplier. It is expected that a 
competitive market will be created by 1998 
for domestic customers al.so. 

V 

Power Sector In India 

In the previous sections wc have tried to 
give a brief account of Ihc rationale 
underlying pnvotisatjon and various issues 
involved in the implementation of 
pnvatisation and regulation of privatised 
companies. Having laid the ground of 
discussion for power sector reforms wc now 
turn the discussion to Indian context. Wc 


begin by analysing the peeseitt position of 
the power sector in India with a particular 
focus on the performance of the Stale 
Electricity Boards (SEBs). The need for 
restructuring and the scope of privatisation 
is discussed later. 

The power sector in India is in the 
Concurrem List of the ConUitution which 
means that the central (federal) governmoit 
as well as the state governments are 
empowered lo engage in generation and 
supply of power, Private sector com¬ 
panies are also allowed but have low 
market shares. Effectively the state-owned 
suppliers arc primarily respunsibleforsupply 
of power. As a result there is a multiplicity 
of policies because different stmes have 
different policies. At end of 1994-95 the 
installed capacity to generate electricity in 
the country was K 1.164 MW, most of it 
in guvernmeni ownership. Most of the 
capacity isowned by the 17SEBs.electricity 
departments of smaller states and union 
territories. 

Investment in the power sector is allocated 
by the central and stale governments. 
Al though the investment in the power sector 
during five-year plans has exceeded the 
planned outlay almost two-thirds of the 
investment has been in generation wilhonly 
one quarter in transmi.ssion and distribution 
(T and D). As a result the T and D system 
is not adequate and operates ineificiently. 
The poor condition of the T and D system 
also re.sults in poor quality of supply with 
frequent voltage fluctuations and 
breakdowns. The financial performance of 
SEBs and other EDs shown in Table 5 has 
been verypoor. Themaincontributorstoihis 
are lasses m T and D. subsidies to farmers 
and domestic sectors and commereial losses. 
T and D losses are over 20 per cent of the 
lutal generated clectnaty and much of that 
IS due to pilferage. The effective subsidy’ 
was about Rs 1.5,000 crore in 1994-95 and 
IS expected to go up to about Rs 14.669 crore 
in IW5-96. This has been increasing over 
pa.sl decades year after year. As can be seen 


Tasle 4: X Factosx in the RPI (+t - X Fonmola siNse Pmvatisaoon 


Cmnpany 

1990-91 (0 1994-9.S 
(Per Cent) 

1995-96 
(Per Cent) 

1996-97 

1997-98 to 1999-2000 
(Per Cent Per Aiunun) 

Easlem 

0.2.5 

-It 

-to 

-3 

East Midlands 

1.25 

-11 

-n 


London 

0 

-14 

-tl 

-3 

MANWEB 

2,5 

-17 

-It 

-3 

Midlands 

1.15 

-14 

-11 

-3 

Northern 

l,.55 

-17 

-1.5 

-3 

NORWEB 

1.4 

-14 

-II 

-3 

.SEEBOARD 

0.75 

-14 

-1.5 

-3 

Southern 

0.65 

-It 

-to 

-3 

SWALEC 

2.5 

-17 

-It 

-3 

South Western 

2.25 

-14 

-11 

-3 

Yorkshire 

\.i 

-14 

-13 

-3 

Average 

I.J 

-14 

-11.5 

-3 


Ajurre. OFFER (1994), OFFER (1995). 
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nnuRE 3: Tariffs for Differekt Customer Cateoories and Cost of Suffly (Inou) 



Ycor 

Agriculluic DonKslic 

-9- Industrial —^ Cost 

StHtrcf. Based on Planning Commission Repoit, 1993. 


Commercial 


in Figure 3 the tariff for the agricultural 
sector recovers barely 13 percent of the cost 
of supply and that of commercial sector 
about half. It should be noted here that these 
two sectors consume about 45 per cent of 
the total electricity con.sumed by all sectors. 
This acute disparity in the tariff structure 
constitutes a major barrier to privatisation 
and should be one of the top priorities in 
any reorganisation and reform of the power 
sector. In addition to the T and D losses 
and subsidies the SEBs also have been 
incurring operating losses (cnmmcrctal 
losses) which were estimated to be Rs 6,332.1 
crore in 1994-95 and are expected to be 
Rs 7,130 crore in 1995-96. 

From the abovefactsitisclear that financial 
and physical condition of the power sector 
in Iridia is poor. The financial cost of the 
investment needed to meet the huge 
requitement of power in the coming decades 
makes the impact of any performance shortfall 
particularly acute and imposes a very large 
burden on public finance if privatisation is 
not achieved. Since systematic work on 
economic reforms began, the Indian 
govenunent has liberali.sed the power sector 
to increase the participation of private sector 
including foreign investment. However, 
recent developments in the sector have not 
encouraged the investment expected from 
the private sector in India and abroad. It is 
being argued that there is need to restiucture 
the power sector and possible privatisation 
(see Gopalkrishnan 1995]. 

Since the demand for power is expected 
to grow at 7 per cent per annum for next 
15-20 years additional capKity of about 
1,30.000 MW at cost of approximately 
Rs 60,00,000 crore will be needed. Given 
the past shortfall in capacity and the present 
position of government finances private 
sector involvement seems inevitable. The 
size of the investment required makes it 
unrealistictoexpea that local capital markets 


will be able to mobilise enough resources 
for the power sector. Therefore, the need for 
foreign investment is also necessary [see 
Gopalkrishnan 1995 for a detailed analysis 
of these issues]. 

The central government has already 
amended the Electricity Generation Act, 1910 
and the Electricity Supply Act, 1948to allow 
private sector participation. Subsequently 
many independent power producers (IPPs) 
have been permitted to build generaion plants 
in the country. Various issues have arisen 
in this context. These include (he cost of 
generation, the rate of return to be allowed 
on new investment, guarantees regarding 
payment by SEBs who are the main 
purchasers of electricity from IPPs. Some 
recent controversies involving IPPs and state 
governments have created a lot of uncertainty 
among the international investors. Although 
an encouraging sign is that the state 
government in Orissa has taken concrete 
steps to reform the power sector. The slate 
electricity board in the state has been 
abolished and a new corporation Grid 
Corporation of Orissa (Gridco) has be set 
up to transmit and distribute power in the 
state with effect from April I. 1996. A 
separate regulatory commission to monitor 
the performance of Gridco has also been set 
up. Hopefully more stale governments will 
realise the need to change (heir policies and 
take effective steps in this reg^. 


The following pointt are put to summ 
the position of power sector in India: 
(I )There is hugedemand-iupply gapexi 
in the country which is likdy to inne. 
new capacity is not added quickly enc 

(2) The finuidal position of most SE 
very poor and is likely to worsen if no di 
measures are taken r^arding subsidiei 
investment in T and D. The prospects - 
to be bad for SEBs if tl^ have to 
electricity from the new EPPs at higher 
and continue supplying electricity at 
low tariffs to agricultural and dom 
sectors. 

(3) There is scope for reducing 
commercial losses of SEBs which shou 
controllable in nature, but because of 
of effecii ve accountabi lity in the public « 
there is little pressure to reduce the to 

(4) Private sector and foreign investi 
will have to be involved in generation 
supply activUies. 

Score OF Restructurino and 
Privatisation of SEBs 

There arc three broad issues which . 
to be most critical in the present con 

(1) What can be done to improve 
performance of existing power utili 
particularly SEBs and EDs? 

(2) What should policy be regardin; 
involvement of the private secto 
generation and supply of electricity? 

(3) What should be the role of govemt 
in the power sector in the light of what 
steps are taken to deal with the first 
issues? 

A monograph prepared by thedepartr 
of public enterprises [GOI 1991] anal' 
the causes and potential remedies for 
poor performance of many cer 
government-owned enterprises. It prov 
a very good taxonomy of the pu 
enterprises and argued that enterprises i. 
competitive sectors with low or no sc 
obligations and making losses shouli 
targeted first for dis-investmenl. 
Rangarajan Committee (1991) 
disinvestment of shares in public s; 
enterprises recommended restnicturin 
public sector enteqirises as part of prepaia 
steps before ‘dis investment'.* How> 
little progress has been made on 
recommendations of these two reports. 


Tails S: Financial Performance or State Power Sector (Rs Crorf.) 



1991-92 

1992-93 

1993-94 

1994-95* 

1995-96' 

Commercial lotses 

4117 

43.4 

4995 

6332 

713 

Role of return 

-12.7 

-11.8 

-12.2 

-13.5 

-13.. 


perccni 

percent 

percent 

percent 

pcrcen 

Grou subsidy 

7449 

9350 

11446 

13308 

15001 

Net subsidy 

5404 

7439 

9378 

11477 

laso* 

Uncovered subsidy 

3231 

4127 

5876 

6169 

736 


* Annual plan piojeclionx. 

Sourct: Govemmeni of India, Ecimitmic Survey, 1994-95. 
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FMUU 4k LMdUR EfFKIBNCY W RECi AFTEK PKtVAIBATMN 

CWb/Emp 

2 2.5 3 3.5 4 4.5 5 5.5 



FkUKE 4b: Invextmcnt m DimmtrnoK Bummcu Amt huvAinATiuN 
NA/GWh (£ ‘000) 

15 20 25 30 35 40 



lesson from the UK electricity privatisation 
are that attainable gain’s in efficiency arc not 
achieved until it is recognised by politicians 
that continued go\>cmiTient ownership and 
control of SEBs is a major barrier to 
improving the cmciency. Subsequent to 
privatisation the efTiciency of RECs in 
England and Wales has improved. As c:in 
be seen from Figure 4a output igcgiv watt 
distributed) per employee ha.s increased for 
most companies after privatisation but there 
are ditYerences in the efrieicnuy achieved in 
different companies. Such differences in 
uperatiug cfTicicncy are a major considcnitiua 
for (he regulator of the industry in 
determination of price contmis at the time 
of periodic review of the price controls. 
Average labour output ratio for the eight 
RECs has increased from 2.94 CWh in 19*)I 
to .3,72 Gwh in 199.5. Investment in 
distribution industry has increaiicd. The net 
assets per CWh distributed have increased 
from £19.200 in 1991 to £27.300 in 199.5 
(Figure 4b). 

VI 

Concluding Remarks 

A strong political will to design a 
meaningful re.structuring programme and 
impicmeni it is an absolute necessity. Such 
a development is more likely to be found 
in context of the present economic reforms 
in India. We proceed to suggest following 
steps: 

(1) First ol all it should be tmigni.sed ihai 
there is no need to have generation and 
transmission and distribution activities all 
performed by one entity. The British 
experience of separating the generation from 
bulk transmission and leaving the task of 
distribution to regional companies makes 
accoumability for performance of these 
activities more innsparem. Existence of 
regional companies will fadlllate yardstick 
competition. 


(2) Most of the SEB.> are quite l;’.rge in si/e 
serving large geographical areas and number 
ofeu-stomers. It may tedesirablcto encourage 
competition by breaking-up large SEBs. 
Generation codid remain with one or two 
companies in the state but distribution should 
be done by competing regional ciunpanics 
within the state. 

(3) A national grid company, such asexisiing 
Power Grid Corporation could be the earner 
of hulk power across the states. 

(4) A policy decision regarding subsidised 
agneullural and domestic sectors will have 
to be taken. Although this is politically 
scti-sitive issue, it will have to be faced before 
long. Itic think tanks in New Delhi and stale 
capitals need to convince politicians that 
even iflhc SEBs have to remain in the public 
sa-tor a near commercial pricing sirucitirc 
able to utlroci investment on market terms 
would be required. And if they have to be 
privatised, which we think they should be, 
they have to be restructured and revived to 
make them attractive enough forthe investors. 

(.5) The argumcn t for pn vatisat ion i s based 
on the belieP that private ownership, 
competition and con.sYnictivc reguhiliot, 
create an incenlivestruclurc which will result 
in more consumer s:iiisfaciion in the long 
run. We do recognise (tie transition phase 
from public to private sector can be diflieult 
and politically hazardous but the evidence 
of agency costs in the present system is 
substantial. 

(6) AuiononKHis regulatory regimes much 
on the lines of UK system may be set up. 
Iliere may be scope for debate on the issue 
of control of prices (i e, the UK price cap 
approach) versus profit controls (i c, rale of 
return approach). But ibere are a lot of other 
positive aspects of the regulation of utilities 
in the U K like monitoring the service quatiiy 
and encouraging competition which are wonh 
incorporating in restructuring and designing 
of regulatory regimes in India. 

(7) We do not discuss the issues related to 


metheds of .sale of SEBs, as il will be neatly 
a hypothetical excrci.se at present. However 
tlie maturity of the Indian capital market and 
increasing interest m improving foreign 
access to the market make it icalisiic to think 
that much of the I u tiding forthe privatisation 
process could be in the form of foreign 
capital, allowing the investment process to 
utilise imemaiiunal as well as domestic 
equipment sources. It is worth considering 
(he iniplicatiuns of the devckipmems m the 
power sector may be quite importam for 
many of the large public sa'tor ciucipriscs 
involved in the manufacturing of heavy 
machinery like Bharat Heavy Electricals 
(BHEL) which produccMhcrmal sets, steam 
turbines, transformers and vanous other 
products used in Ihc generation and supply 
of power. There is substantial under¬ 
utilisation of capacity in BHEL because of 
the inadequate demand from the powerscctor. 
Forexamplc, the capacity utilisation for sterna 
turbines in BHEL dedinerl from S2 per 
cent in 1990-91 to 50 per cent in 1991-92 
and further to 44 per cent in 1992-93 
Enifqm.trs Survey, 1992-93j. There are 
many suchequipmcm-.supplyingenterprises 
which will gel a IVHist from a healthy and 
growing ptiwer sccior in private sector. 

Notes 

I The discussion here perhaps ovcRimplifies 
ihe ci'iiiplcx relation which voters have with 
publicenierptucs Atuwneivvoleitliavcclidni 
over Ihc surplus from ihe PSEs which may 
accrue lo them in form of less taxes or 
expcmiiiure on public wdfafe roeanmes. As 
consumers they would like lo have supply of 
goods produced by the PSEs at West prices. 
This is further complicated by the fact that 
employees and managers in the PSEs are also 
'owners' by the deflniiion used here. Howem. 
at the risk nf ovcnimpliricalian also we wmU 
like to aigvc that incentive structarea and 
accountability of the management in the 
PSEs are more nebulous compared lo private 
sector. 
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2 Oiscuuion in lhu> paper is restriclcd to the 
context of those cuunirieii which on: not in 
process of transition from communist 
economics to cupitalisiic societies. For a good 
discussion of various issues related to mo-ss 
pnvuiuntiunprognimmes being corned nut in 
cx-conimuntsi countries like Russia iind otlicr 
cast Euiopcan counincs please see Roland 
(IWd), Hnycku, Shlcifer and Vishny (1W4). 
fVmtii and Ciiney (IVP3f, Uewolripnnt and 
Roland (IV9.S) and Pciolti (I99.S) 

3 We do not- go into the discussion of 
environmental regulation but do recognise 
that the need for and iiiiponancc of such 
regulations in ca.se of power generation and 
water irculmcnt is obvious. 

4 Asagainstcspccicdnvcrsubscriptionorubout 

2.2.5 times, public offeis for shares of RtiC’s 
were oversubscribed by 10.7 limes Some nine 
million shareholders were created nut of about 

12.7.5 million applicalioiis (NAO. IP92) 

.3 Effective subsidy = (Average cost of supply 
- Average unit realisation) Total soles for 
ogncultuial and domestic .sectors. 

Most of this subsidy is not reiinhuiscd by the 
government, iiuiking it asiraighi lossof revenue 
lor the supplying SEBs 
6 For some unknown reason politicians and 
huieaucnils in India have been very reluctant 
to use the term ‘privalisotion' 
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DALIT STUDIES 
FROM MANOHAR 

THE FOURTH WORLD 
AppralMl and Atpiratioiw 

Radhakartt Nayak (ed) 

1897, 312p. Re. 600 

Within the Third Woild exists a world of 
those without assets, resources, power, 
prestige, tnfluence. education arxl tneorne. 
This Fourth World Is distinct from the world 
of those who control the structurasof sodety 
and tesoureae of the nation. 

The portrayal of the Fourth World in 
the present t>ook has been done by those 
who belong to the Fourth World ttiemsehrse, 
who have lived the life of want and indignity, 
and have felt frustration, pain, and certelnly 
anger. This book emphasizes the evolution 
of a strategy of survfvat and progress for 
the people of the Fourth World, starting 
with their organization for peacefut 
collaclive action. 


FROM UNTOUCHABLE TO DAUT 
Esaays on the Ambedkar Movement 

Eleanor Zelliot 
1996, 372p. Rs. 220 (Pb) 

This collection of essays spans the history 
of the rnovernentfrom its nineteaiith centuiy 
roots to the most recent development of 
Dalit literature, and Includes the poUHcal 
developments and the Buddhist 
converWi. In all 16 essays are collected 
in Urn volurrw. They are thenwtically dMded 
Into four different parts, viz., background, 
politics, religion and Dalit literature. 


DALITS IN INDIA 

Religion as a Source of Bondag# or 
Liberation with Special Reference 
to Christians 
James Massey 
1995, 206p. Rs. 300 

This book deals with the basic question of 
Dalit identity. The discussion of their lustory 
also includes the role of religion and how 
far it has acted as an agent of bondage 
or liberation for the Dalits. The religions 
which are referred to in this work are 
Hinduism, Jainism, Sikhism, Ungaytism 
(Veerasaiviem), Christianity, Islam, 
Judaism, Zoroastrianism and Baha'i 
religion. 

— forexjrcomplale Catalogue plaate 
mite to ua at 
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Subsidy to Government Employees 
through Staff Housing 

RitaPbndey 
PSA Sondaram 

The authors estimate the subsidy to central government employees through staff housing and draw some inferences 
about (i) the extent of subsidy to ailoitees in different income groups, (ii) effects of the subsidy on distribution 
of income, and (Hi) the budgetary impact of the subsidy. 


I 

Introductioo 

THE practice of providing rent-free or 
subsidised residential accommodation to staff 
is common both to the public and the private 
organised sector. In the public sector, central 
government is the dominant provider of stuff 
housing. It is observed that the central 
government staff housing has been charged 
very low rents which do not even cover the 
eitpenditum on maintenance and repair of 
stuff housing. For instance, during (he years 
1900-91 to 1992-9.1 expetulilureon mainte¬ 
nance and repair of housing provided by the 
ccntrul government for it.s employees 
(henceforth. General Pool Accommodation 
(GPAI) IS four to five limc.s higher than the 
rent receipts from GPA (Table I, columns 2 
and .?). 'flius the return on GPA calculated 
by Jividinglhedifierencc between tlielieeiicc 
lec receipts and the expenditure on inainie- 
naiicc and repair by total capilal cost was 
negative (column S). Onec the allowance for 
deprccialion was made (2 per cent of (he 
capital cost)' the return on GPA was even 
lower. 

Though provi.sion of staff housing is not 
guided by considerations either of profii- 
ability or high rate of return, the oegiiiive 
rate of return may, however, intiucncc the 
allocation of funds needed to meet housing 
shortages and improve the qual ily of housing. 
Purther. since theexicniorsubsidytodilfcreni 
allottees of staff housing is not readily 
.apparent, unintended subsidy is theretore a 
possibility. Also, though all government 
employees arc eligible for sialT hou.sing, 
govemment has not been able to provide 
such housing to all, leading to hon/onial 
inequality. Finally, provision of subsidised 
housing encourages individuals to consume 
relatively more housing llian they would do 
in the al^nce of rental subsidy. For, in the 
presence of subsidy, housing demand is nut 
based on individuals' affordability. 

This paper aims at estimating lire site of 
suhsidict inGPA and on the busts ofesti males 
III subsidy draw some inferences about 
(i) ihecxtcntofsubsidytu allottees in differcni 
income groups, (ii) effects of the subsidy on 
disiribu(ionofiiicomc.and(iiilthe budgetary 
inipuet. The paper is arranged as follows; 
.Section II provides a review of the earlier 


studies on subsidy in government housing; 
Scctionllldi.scusscsthetncthodologyused in 
calculation of subsidy; Section IV examines 
the erficicncy and budgetary impaei.s of 
subsidy and Section V concludes with the 
policy imperatives. 

II 

Previous Studies on Subsidy in 
Govemment Housing 

Subsidy involved in government housing 
can he measured as the difference between 
the rent payable to the government and the 
rent which a similar accommodation would 
realise in the same locality. However, m the 
ub.scnec of reliable mdicc-s on comparable 
rent it is difriculi to follow this approach m 
mcu,siiring subsidy. Hiis is. perhaps, one of 
the reasons why there ore no tirm statistics 
aval loblcon the sizeof subsidy m government 
housing. 

However, one view is that the monetary 
valucofccrtain facilities such asstaff housing, 
personal transputl, tclephonc.s and personal 
orderlies enjoyed by the higher category ot 
government employees could be as high ns 
‘X) per cent oflhcir .salary.’ According to 
another recent study,' in certain cases rental 
subsidy alone in central government housing 
is about 90 per cent of the alloliccs' salary, 
if subsidy is dctlncd as the di fferenee between 
the damage fee* and the rent actually charged. 
However, the Tax Reforms Committee'' 
(TRC) has taken the fair rental of government 
housing to be 40 per cent of the salary for 
individuals drawing a salary of Rs 10,(XX) 
per month. Assuming the rent payable by the 
allutce is equal lu tO per rem of his salary 
tas per the rules governing llie fixation of 
licence fee, the rent charged eaniuM exceed 
10 per cent of the cmolunicnis of the alliatee). 
housing subsidy as per TRC would be equal 
to 20 per cent of the allotioes' salary. In 
calculating the subsidy coefficient, the TRC 
assumed the fair rental value at Rs 4.(XX) ul 
the accommodation to which individual.s 
earning Rs I0,(KX) per month would be 
entitled, while-Dulta's paper equaled the 
damage fee with the fair rent/market rem of 
government accommodation. Though, the 
above studies provide a good basis for 
ealculoling the subsidy involved in govern¬ 
ment housing in specific cases, they do not 
however lead us far in obtaining a global 


estimate of subsidy involved in central 
govemment employees' housing. 

Ill 

Estimation of Subsidy in 
Govemmeat Housing 

(a) A Theoreiical Perspective'. In the 
absence of any firm indices on iruuket rem 
on similar accommodaiion, the following 
method is used in calculaiing subsidy m 
govemment housing. Subsidy is defined as 
the difference between economic rem and 
the current rent payable per unit of govem- 
ment housing plus the house rem allowance 
(HRA) forgone by the allottees. Subsidy per 
unit ot go vemmern housing is then multiplied 
by thc(DPA stock to amveat the total subsidy. 

There arc two key tactors unavailable in 
calculating the si/c ot subsidies using the 
above approach. .They are It) caj-iial value 
of housing stock and lit) economic rem. 

(i) Capita! Value of Housing Stock: 
Evaluation of hou.sing .stock on the basis of 
total housing invcsiment" is not approptiuie 
us it would be for less than the market valuer 
icpiaccmcnt cost of the same which is an 
imptirtam determinant of the market rent. 
Further, it does not reflect the increase in the 
value of investment due to intlaiion which 
a landlord as an investor would cwtsidcr in 
evaluating the rate ofreiumori hisinvesiment. 

In making a choice between the market 
value and replacement cost of housing stock, 
a particular problem concerns the differences 
between market value and repiacemem cost 
(which would if the market is not in equili¬ 
brium). If they diffcT. it is the lower of the 
two which is more appropriate to use tn 
measuring tlu; capilal resourecs actually being 
used. In the case of housing market in India. 
replaceiiK-m cost would generally be lower 
than the market value of the property. We 
have, therefore, used the repiacemem cod 
of housing stock in estimating the subsidies. 

Oitfcrenecs in the perceptions of the bouse 
constraction prices would lead to diffcKM 
values of replacement cost of housing stock. 
Housing construction prices usually contaia 
constniction costs and on-site infraniuctiHe 
cost.^ From a theoretical point of view, aa 
investor for the purposes of calculaii|i| the. 
return from his mveslmeni in houaiiwwaiiU 
iiK'Indethe land cost. Due tonon-av iwa hi Biy 
of data on land prices in dlieaAocaHtiei 
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where government housing is available, cost Economic rent does not necessarily 
of land is excluded in the calculation of the cwiespondtoamarket rent Formy particular 
value of housing stock. While exclusion of pnapeny, market rent could be higher or 
land would lesult in undea*stimatiun of the lower, although in general, market rent would 
value of housing stock, valuation of eon- hehighernsitwouldrcflectexistingshortages 
struction at current prices may lead to an and imperfections ofthc housing market and 
upward bias in the value of housing stock." would also incorporate a premium to cover 
To the extent value of the former is more a private investor against future uncertainties, 

than the value of the latter, the estimate of Economicrenli^scqualarcntwhichwould 
the value of htiusing stock is biased downward result in the lung run in a theoretically perfect 

thereby ntsulling in an undcrestimatioit of market situation. In this paper, the concept 
subsidy. of economic rent is used in estimating the 

(ii) Eainomtc Rent: Anothcrcruciul factor rental .subsidy in guvcmmcnl employees' 
in calculating subsidy is the economic rent, housing. 

Several studies on considerations of both Economic rent rcllects the true long-run 
equity and cfneiency have suggested that the cost of providing rental housing and equals 
present anarchy of a-nis in relation to eo.sts the return on alternative investment bearing 
ofstaffhoiising both in the public and pnvalc similar risk. It would eonsisl of four types 
sectors should be removed and replaced by of costs: li) expenditure on maintenance, 
amoreralioniilstruclurein which rents would repairs and administration, (ii) cost towards 
be set at a'rational level'with housing sub.sidy depreciation ofthehousc (only the structure) 
given only ihriHigh income a’latcd allowance implying that niaintcnaiicc and repair is 
which would he imm: transparent and would not enough lo lully replace the capital con- 
also bring equity across salaried people.'* sumedovertinie,(iii)achurgcfurlhccapital 


Tabij 1 KaH: or Ri.n:iiMi.v Sisrr Hocsinti Pkovh*uiiyCl.vii(ai CovLRNMi.srr 

(Rt iTore) 


Year 

Licence Fee 
Received 

Ex|x;nditure on 
Mamlenunee and Repair 
and lease Charges 

Total 

Capital Cost 

Rule of Return 

Per Cent 

1 ' 2' 

1 

2 

3 

4 

.3 

6 

199()-9I 

7..‘i2tll 

39 R41)X* 

. 


- 

1991-92 

11 Itb.SK 

44.(X)63* 

14.S.7739 

-22.03 

- 24.03 

1992-93 

14.1077 

.31 .1933 

143 77.39" 

-2.3.57 

-27.37 


Nnift * After allowing for 3 per cent rale of ilepieeialion of ea|iitiil slock. 

** Taken lo he snine as m the previous year This implies that there is no nddiliun ot new units 


unit also no nia|cir repair in the existing units. 

S I>ues noi include lease charges. 

Snuri r. Culuiiin.s 3 and are fruin Budgets of iIk' Ministry of Urban IX'veiupnienr. Column 4 from 
Public Winks Depariiiient. while Columns .S and h arc computed. 


tied up in the houie, that ii. the peturn 
that could be generated in alternative 
investments, and (iv) any taxes thd may 
have to be paid. 

Whi Ic costs (i) and (iv) are straightforward 
to measure, the other two are not, as these 
depend on the capital value of housing. In 
view of the high maintenance and repair 
expcnditureincuiredfRs 143 persquaie metre 
in 1991-92) depreciation is taken as one per 
cent of the replacement cost. Another 
important factor in the calculation of rent is 
the rale of return. From an investor's poim 
of view the rate of return should be at Icgst 
equal to the interest rate on long-term loans. 
Though thccapital incorporated in thecunent 
capital stiKk would have been borrowed at 
various interest rates, it is not the nnancial 
cost of capital that wc arc concerned with. 
With respect to replacement cost the current 
rate of interest would be an appropriate 
choice. 

It IS important to niMe that the allottees of 
stuff quarters do not get the HR A which they 
would otherwise be entitled to. Thus it is a 
c'ost 10 the iilloitccs and should therefoR.' be 
udde'd to the rent paid by them. The amount 
of HRA forgone has been obtained by 
multiplying the number of each house type 
by the HRA entitlement of ilie allottees of 
that hou.sc type. The assumption is that the 
allotment of the stuff quarters is as per the 
entitlement of the employees. 

(b) Description of the Data: As noted 
earlier, the rate of depreciation is taken lo 
be one per cent of the replacement cost. 
Maintenance expenditure is obtained from 
the central government budgets. An annual 
interest rate of I Opercent is taken localculatc 
the economic rent lor 1992-93. Data in respect 


Tabu- 3: GrvFRAi Pegs. Ac iuxrMODXTinN. 1992-9.1 

SI Type of Number Average Total CPWl)^ KeplaecmenI Mid Average HRA HRA Licence l.iecnce Pec HRA Subsidy 

NuAcenin- of Plinth Plinth Plinih Cost of Total Points Total Allowed .Saved Fee Per a.s Per Cent Entitle- Per 

nioda- Huuse.v' Aa-a Per Aiea Area Plinth Area of Salary to Non- Per House of Mid meni os House 
lion House (sq ml: Rule (KsCroiv: .S.ilary Per Month Allollces Month (Rs) Point of Per Cent (Rs)Mofilh) 

l.sq ml") Ciiluiiins (Ks/sq Columns Range oftKs Cimc: (Rs Per (Rs .Salary ufMid Point 

1x4) ml) .Sxti) Allottees Columns Month) Cmrv, Range of Salary 

(Rs)"' 3 X tt) Columns (Columns Range 

1X 10) 12/K) (Columns 

IU/8) 


1 

2 

1 

4 


6 

7 

8 

9 

to 

11 

12 

13 

14 

15 

1 

A 

24392 

30 00 

731760 

2810 

203.62 

830 

2 07 

1.30 

0.37 

30.00 

3 33 

17.65 

883.20 

2 

B 

1.3957 

43 00 

1.328063 

281(1 

429 39 

1223 

4.16 

2,30 

0.83 

95.30 

7.80 

20.41 

1249.30 

3 

C 

21024 

60.00 

1261440 

2810 

3.34.45 

21.30 

4.32 

450 

0.93 

I30.(X) 

6.03 

20.93 

1346.40 

4 

D 

7019 

«2 25 

577311 

2810 

162,22 

32(8) 

2.25 

600 

0.42 

179.50 

3.61 

18.73 

2135.44 

5 

E 

296.3 

106 00 

314290 

28IU 

X8..12 

4030 

1.20 

900 

0.27 

260..30 

6.43 

22.22 

2.596.64 

6 

E-l 

763 

139 40 

I2I94I 

2810 

.34 27 

3600 

0.43 

1000 

0.08 

384..30 

6,87 

17.8.3 

4264.64 

7 

E-ll 

109 

207 00 

22563 

3810 

6.34 

7000 

0.08 

1000 

0.01 

490.00 

7.00 

14.29 

5846.08 

8 

E-lll 

112 

3«2 30 

42840 

2810 

12.04 

75.30 

0.09 

1000 

ftUI 

868.50 

11.33 

13.07 

11687.30 


Total 

90343 


4600212 


1292.66 


14 80 


2.96 






Nnies: * Token froni Esiiinalcs Committee Report. IV94 

** Mean of the lower and upper limits notified by CPWD This, docs not include eor/scoolcr garage and servant quarters. 

*•* Culculaied from Income Tux Ready Reckoner. 1994. 

S Obtained Iroin CPWD. Rales are applicable for 1992-93. 

9* In salary range of Rs 3,6(X) to Rs 3.699, those earning between Rs 3,600 to Rs 4,499 ore entitled loan HRA of Rs 800 and (hoKeaniiag above 
Rs 4..S0()gei on HRA of Rs 1,000 The figure here is in average of the two. 
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of the type and number of unfU of GPA has 
been taken from the Estimates Committee 
Report. Construction prices are taken from 
the Central Public Works Department 
(CPWD); Plinth area rate of CPWD for 
residential quarters was R& 2,810 per square 
metre in 1992-93. Total plinth area for each 
house type is calculated by multiplying the 
number of houses in agiven house type with 
the plinth area of such house type as notified 
by the CPWD (Table 2, column 5). 

While the rate of property (ax charged on 
GPA is the same as the rate applicable for 
the private residential accommodation, the 
of calculation of lax base, however, differs 
' vit-a-vis private residential accommodation. 
For, on OPA. property tax is levied on 75 
per cent of the total rateable value of the 
property. Rateable value of the GPA is lakcii 
at 9 per cent of the cost of GPA (refer to 
Table I, column 4.) At the rate of 9 per cent 
the rateable value and taxable rateable value 
of GPA works out In Rs 13.12 crare and Rs 
9.84 crorc, respectively. The rale of properly 
tax in the Municipal Corporation of Delhi 
for the year 1992-93 was 2K per cent for 
properties having ratc.able value of Rs 20.(XX) 
and above. • 

(c) Estimates of Subsidy: Subsidy is 
obtained by taking the dilTcrcnce between 
economic rent and current rent plus HRA 
Forgone by the alloiiecs. The rate of subsidy 
IS calculated in terms of subsidy per .square 
metre fur the year 1992-93. In involves iwn 
steps. First, obtaining the rate of economic 
rent per square metre and. scenmi. the rate 
of current rent and the HRA forgone per 
square metre. The rale of economic rent is 
calculated using data on physical stock of 
GPA. While current rent is calculated frt>m 
licence fee received and total plinth area 
Further, the rate of economic rent is u sum 
of the depreciation of housing stock, interest 
costs, maintenance expenditure and the 
property tax. The HRA forgone is obtained 
by multiplying the HRA entitlement by the 
number of allottees of each house type. The 
sum of HRA forgone by the allottees of 
quarters ot each type gives the tcual HRA 
forgone. 

E)eprcciation is a.ssumcd to be I per cent 
(per annum) of the replacement cost of 
housing stock (Table 2, column 6). Hence 
the depreciation works out to be Rs 2..34I 
per square metre per month. Inieresl cost per 
square metre is calculated at an interest rote 
of 10 per cent per annum. This works out 
to Rs 23.42 per month. Maintenance 
cxpendituit per square metre is calculated 
by dividing the total expenditure on 
tnainlcnance and repair by total living area 
(Table 2).This ainoums to Rs9.31 permonth. 
At the rate of 28 per cent, the property lax 
i^ost is Rs 0.37 per square metre per month. 
'nietotaleconomicitiiKaddingdqmciation, 
interest, maintenance expenditure and 
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property tax) works out to Rs 3S.44 per 
square metre per month.'" 

The rate of current rent per square metre 
is calculated by dividing the licence fee 
received by the totaJ plinth area. The rate of 
rent works out to Rs 2.S5 per .square metre 
per month. The HRA forgone per square 
metre is calculated by dividing the total HRA 
forgone by the total plinth area. This works 
out to Rs 6.41 per square metre per month. 

Thus, (he subsidy (economic rent minus 
current rent plus HRA forgone) per square 
metre per month is Rs 26.48. Multiplying 
the per unit subsidy with total living area 
gives total subsidy in GPA which works out 
to Rs 12.18 crorc per month and Rs 146.16 
crorc in the year 1992-93. 

IV 

Hfriciency and Budgetary Effects 
of Subsidy 

la) Subsidy as Proportion of Total Salary 
of Alloitces; Having obtained an estimate of 
total subsidy in GPA. it would be interesting 
to calculate the subsidy as per cent of the 
total salary of alloticcs. To do this, infor¬ 
mation on total salary of the allottees is 
required. This has been obtained by weighting 
the midpoints of the basic salary range of 
(he allottees (Table 2. column 8). Weights 
used are the number ol alloitces which is 
proxied by the number of staff quarters of 
each type. Total average basic salary of the 
allottees works out to Rs 14.79 cnire per 
month and Rs 177.48 crorc per annum. On 
dividing the HRA adjusted subsidy 
(Rs 146.16 crore) by the total basic .salary 
of alloticcs. the rental subsidy in GPA is 
calculated to be 82.35 per cent of the 
average basic salary of the allottees in the 
year 1992-93. The prevalence of such high 
magnitude of .subsidy can be attributed to 
hidden and unintended subsidies. High levels 
of .subsidy built-in into the rent structure will 
obviously ha vc an adverse effect on budgetary 
resources. 

(h) Distribution of Income: Since average 
plinth area per housets higher for higgertype 
o( accommodations, allottees falling in higher 
income range get higher subsidies than others 
(Table 2, column 15). This suggests (hat the 
rent structure of CPA has an advcise effect 
on the distrihui ion of income. Thi s is contrary 
to the goal of mitigating income inequality. 
It may also be noted that since the HRA 
forgone as percent of salary income is higher 
for the allottees in lower and middle income 
range itcreatesfurt her distoitionsinasystem 
of subsidy that rises with the income range 
of the allottees. 

V 

Prilkjr Imperatives 

From the discussion above, it is dear that 
the level of subsidy is high and In favour of 
the relatively rich among (he allottees of 
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govcrmnenl housing. A reduction in the level 
of subsidy as well as in the extent of variation 
in subsidy across the ailollces in dilTercnt 
income ranges appears to be desirable. 

To correct the prevalent subsidy structure 
in stall housing and make it more traiuparem 
the following suggestion is proposed. 

The present anarchy of rents in relation 
to cost of sialf hou.sing should be removed 
and replaced by a more mtional structure in 
which rents would he set at a realistic level 
(economic rent) with housing subsidy given 
only through income related allowance which 
would be more transparent and would also 
bring equity across .salaried people. The rate 
of economic rent as computed in this study 
may he used in fixing the rale of licence fee 
on government housing. 

Notes 

I The auihors thank Hailhasaralhj .Shomc and 
Covinda Rau for very valuable comments, B K 
.Sahu for us.sislancc with coinpuiations; and 
Rajiiulct Negi fix seoetanal assistance. The paper 
IS based on a study enlilled 'Housing Sub^ics 
in India' conducted by the authors f 

1 Capital cost includes cost of CPA at historic 
cost and cost of major icpairs. 

2 Kaushik Basu. 'Budget 9.T: Some Simple 
.Suggcviionv'. TTif Erimtmuf Times. Febru^ 
IW.T 

.1 Ahhijil Oulla. 'Housing Subsidies to 
Government .Servants through Staf i ijoacters'. 
(unpublished). 

4 Daiiiogc fee is the penally fee charged when 
an alhMlee fails id vacate die house ihoufh he 
is required l» do so as per the rules. 

5 Tax Refornrs Comminee. lutenm Report. 
Government of India. Ministry of Finance, 
Dcpailmenl of Revenue, December 1991. 

6 This comprises the historical cost of 
consiruclinn plus cost of alterations and 
additions mode from lime lo lime. This u used 
hy Ihe CPWD in fixing ihc licence l,x for 
govemmcnl housing. 

7 For instance, plinih area rales of Ihe CPWD 
X Thi.v uuuld occur when expenditure on 

iiuuiuenance and repair u noi adrqualc lo 
replucc the ilcpiccialiim in siractuie. 

9 J Hills. Unraivllinfi ffrnumg Fimuiie, Oxford 
University Press. 1991. 

10 At Rs 35.44 per square meiic lent per memb. 
the annual rate of return on ieplacemei)l value 
of CPA works out In I.T.I3 perceat h moy 
be recalled that in computnuou of ecowmac 
rent, expendiluie on maimenanoe is taken frem 
the budgets which is .T.97 per cent of Ihe total 
icptaeemcM cost of GPA. This appean to he 
on the lugher side. If the depreciation lone 
per cent annum) is allowed, in calcutaliaa of 
rent on annual cxpendiince on maateannoe 
equal to 1.5 per cent of (he repiaocmeal value 
seems adoq^e. On making n df uBwent far 
this, maintenance expenditHR wtmM he Rs 
.T..5I persquatemelte per month. Theccoaonk 
rent and rate of ictuni on repbcemeni vahw 
would then be Rs 29 64 per sqwue metre per 
month and Rs I2A.5 per ce«, leapeciiMiy. 
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DISCUSSION 


Savings: A Clanncatory Note 

Ashima Goyal. 


THERE is an ongoing debate in Economic 
and Poliiical Weekly on the measurement of 
savings in India. We elaborate on some issues 
that are relevant to this diseiisMon, and point 
out a conceptual error in the treatment of 
foteign inflows in the national accounts 
statistics. Atterenumcrating the reasons why 
hou.seholJ physical savings may well be 
underestimated, we use some simple macro- 
economic identities to clanfy the effect of 
foreign inflows on savings in Section II. In 
Section III we see the ways in winch lhc.se 
macro-economic concepts and idcntiiicscan 
clarify inca.surcment practice. .Section IV 
uses the pattern in acquisition of gold in the 
19<)0s to suggest that contrary to widespread 
belief,gold is purchased more forinvestinent 
rather than for consumption, in lr<dia. 

1 

Underestimation of Household 
Savings 

The estimates of physical savings in the 
household sector are identical to those of 
physical investment. If the latter is 
underestimated, so would the f urma he. The 
aigument was first made in the K N Raj 
committee rc|mrt[RBI 197111 that household 
physical iitvestmeni, in the unorganised 
sector, was indeed underestimated. A major 
cause of the latter is that household physical 
inve.<itmcnt is measured as a residual, after 


The estimates of kuicha construction have 
been improved. But there is a very large risic 
in measured capital formation forlhc pi itate 
corporate sector due to the u.se of revised 
estimates of paid up capital of joint slodc 
companies and other newer bc n c hiM lIa 
made available by the RBI. Thcmemmneai 
of the total remains umsatisfadoiy and Ihe 
bench-mark estimates for c u sponl e inwHt* 
mem have been improved, leading to an 
unilerestimaiion of household physical 
investment [Goyal 1992], Simulations with 
a general cquitihrium niacn- mi'clal in Goyal 
(1996), however, gave ,i more complex 
piciUFc. They supported the underestimation 
of savings, but there wa.s evidence that savi ngs 
propensities have fallen in the 1990s. 

The queslion of whether the unorgani.scd 
sector has grown or decayed relatively in the 
liberalised era is pertinent to the quamum 
of underestimation. Tlrcrc are forces pushing 
in but h directions. As controls and rcstriclions 
arc lifted the grey and black markets that had 
sprung up locircumvcnt these can bcexpccled 
to shrink. But in the absence of high growth 
in the organised sector and with its poor 
record in employment generation, there will 
be increasing informalisation of the labour 
force. Indeed, this is a worldwide Irend. In 
most developed countries employment is 
growing most rapidly in the services sector 
resembling traditional dualistic economics. 


GNS is what is usually termed ‘savings’ and 
is the difference between disposable income 
and consumption. 

The ex post accounting or Row identities 
can he derived from the basic macro¬ 
economic identity of aggregate demand 
equal • aggregate supply, taking account of 
these dcfinittons. In the short run income or 
prices adj ust such that the identity is sadsfied. 

In the Keynesian perspective income is 
determined in a circular flow at Ihe level 
where leakages match injections. How do 
foreign inflows impact on savings in this 
Row? If all nf is cither consumed or saved, 
nf drops oiil of the circular flow aixl output 
is determined at the level that equates I and 
GDS (Goyal 1993], If reserves of foreign 
exchange rise and so docs the money supply, 
income would rise in the short run. But we 
cun neglect the effect of a rise in reserves 
if we assunte that any impact on money 
supply is .sterilised. 

In .such H ease, foreign inflows con offeci 
output only insofar ns they influence Ihe 
propensities to save and invest. At icast in 
the past (Goyal I993|, foreign remittances 
had rais^ both, but had contributed to 
enhancing growth by raising investment 
propensities more than .savings. Even so, 
savings propensities did rise, accounting for 
the jump ill savings ratios. There is cause 
for optimism il high investment can be 
maintained in the face of foreign inflows. If 
the latter help to accelerate investment they 
can .shift the economy to a high growth path. 
Savings would then also rise. 

But foreign inflows, other than transfers, 
add to debt: it is GNS that adds to the net 


deducting the shares of the corporate .sector 
and of government. Household financial 
savings is also measured us a residual. In 
addition. Goyal (1992) pointed out that 
estimates of unadjusted gross capital 
formation have consistently exceeded those 
of savings. The latter i s used as the CDntroll ing 
total. It IS likely, therefore, that some 
undcre.stimation of total physical investment 
is occurring; since household physical savings 
arc estimated by measuring household 
physical capital formation this 
underestimation must be in savings in 
financial assets. 

Rakshil (1982) presented .some reasons 
why savings may be overe.stimated. For 
example, benchmarks used in (he estimation 
of kutcha housing were old; actual ratios 
were likely to have fallen with newer 
technology. .Shetty (1996) makes the point 
that only if underestimation of savings 
exceeded that of output originating in the 
unorganised sector would savings ratios be 
affected. The new series of the NAS [CSO 
I989( lowers Ihe factors making for 
underulimation of output but raises the 
possibility of underestimation of household 
physical savings. The new scries had, on 
average, 2 per cent lower savings ratios for 
the early 1980s compared to the old series. 


11 

Foreign Inflows and Savings 

The impact of foreign inflows on the 
mca.surcmcnt of savings can be clarined by 
analysing the issues that arise if savings are 
measured as a difference in flow items 
(income minus expenditure), or by looking 
at slocks, os a change in the net wealth of 
society. 

Ex post identities relating net foreign 
inflows, nf, gross domestic savings. GDS, 
investment, I, and net imports, nm. are; 

nf = nm = I - GDS. 

The current account deficit is nm + rb as rb 
is Ihe interest and service payments on 
foreign debt. Thcrerore nf = f - rb, where 
f is foreign inflows. Since we are interested 
in Ihe Indian ease, where imports have 
normally exceeded exports, we write the 
identities using Ihe current account deficit 
and I minus GDS. In order to simplify, 
items such as transfers are omitted for 
the time being. If rb is subtracted from 
GDS we get gross national savings, GNS. 
or GNS = GDS - rb. Domestic income is 
that produced in Ihe geographical area of a 
given country; therefore net factor payments 
to foteign nationals have to be subtracted in 
order to obtain national income or savings. 


wealth of the economy. In order to examine 
the impact of f in the long run. let us make 
Ihe .simplifying a.ssump(ion (hat (here is 
perfect foresight and consumption is 
smoothed over lime. If Ihe real interest rate 
is determined by the world rate of interest 
and this is used to discount consumption, 
it can be shown that GNS would be 
independent of Ihe level of debt, while GDS 
woukl rise by tlic amount required to amortise 
debt. 

Some nf Can be used to smooth 
consu mpt ion and yet domestic savings could 
be rising os output grows. This would 
dcteimine the consumption out nf nf in our 
shoit-run model. Savings serve Ihe function 
of making an intertemporal shift nf 
consumption possible. The basic level of 
consumption i s determi tied by t he technology 
and resourcejevcl of the society. A permanent 
adverse shock would cause a fidi in the level 
'*or smoothed consumption, and national 
savings would be unaffected. Only in Ihe 
case of a temporary shock will savings fall 
and borrowings rise to mainiainconsumption 
unchanged. 

Lei us relax the unrealistic assumption of 
perfect foresight. Now it is possible that 
society may overestimate flittire income 
growth, in the context of opening out, and 
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ov^-borrow to flmuice conwmptiob. Thwi 
making the expected fiKure riae in income 
unnutamable. Therefore a riae in nf must 
be accompanied by policies to encourage I. 
to ensure that such a contingency does not 
arise. The behaviour of doiticsUc savings, in 
the face of the jump in remittances, in the 
1970s. gives cause for hope, hoiwever. In the 
early 1970s the savings ratio was around 1S 
per cent. By (he end of the decade this hud 
risen to 20 per cent as remittances peaked. 
It then fell somewhm, but remained at the 
higher level of around 18 per cent a.s the 
1980s closed. Therefore, even in the long 
run the rise in remittances had a positive 
impact on savings. Additional foreign 
tesoutccs available, even (hough they were 
transfers, were not all used to raise 
consumption. Therefore it is unlikely that 
inflows that create a future liability will be 
consumed. 


Ill 

Measurement Pitwtke 

As the data is inadequate to moke (he flow 
concept operational in India, savings arc 
measured us the change in physical and 
financial assets. The share of the public and 
private corporate sector is then deducted to 
give household savings. Thus the CSO 
(1989); “savings represent the excess of 
current income over current expenditure...” 
(p 217) but also "since direct annual data 
on household savings us an excess of income 
over current expenditure of households and 
household enterprises are not available..." 
(p 2l9).Yct(origonMslymcasurethcchiingc 
in (he net vrealih of the economy, detailed 
and comprehensive balance sheet data for 
different categories of agents arc required. 
These also ore mi.ssing. 

Net capital inflow is added to measured 
GDS, Ibis quantity then forms the controlling 
total to which measured gross dumcstic 
capitul formation (GDCP) is adjusted. From 
our identities in Section II. we have GD.S 
+ nf = GNS + f. What (he CSO measures 
IS GDS and then it adds what it colls net 
capital flow from abroad (NFI). The dcfi nition 
of NFI used is net capital transfers from the 
rest of the world (RW) plus net Iru.'urrcnce 
of foreign liabilities. This is equal to surplus 
on current account transact ioas of the balance 
of payments minus net acquisition of foreign 
financial assets (corresponding to nm -i- rb 
in our .simplified theoretical formula in 
.Section II). Therefore NFI is not net of 
interest payrnems. It is not our f - rb = nf. 
hut is equivalent to our f. The netting out 
in NFI is nfthe acquisition of foreign assets, 
and not of interest payments. Both nur f and 
nf are net of such acquisition of foreign 
assets or of the capital (hat flows oul from 
India to acquire foreign assets. The 
implication is that the controlling total for 
GDCP is GDS -f f. There is double counting 
of rb. If this is taken care of (he controlling 
total wilt fall fliither, lowcting measured I 
even more, and suggesting that there is even 
greoteruiKlemtiination ofcapital foimation. 


Paymenu such as rb may not have been so 
importarn earlier, but are likely to become 
more so, as private foreign debt rises (see 
the table). 

Let us more carefully examine the 
categories in (he Gmiolidated Accoutus of 
the Nation, presented by the (1996). 
Interest payments would be classified in the 
dispo.sal of current receipts, under item 6.9, 
Account 6 (external transaciionx), “properly 
and entrepreneurial income to (Ik RW". 
Account S (capital finance) dcfliies net capital 
flow from abroad as “net borrowing from 
ilic RW“ (5.3) plus “capital (ransfets from 
the RW, net” (6.15). This quantity is the “net 
incurrcnccofforcignliabiljtics”(6.l6)minus 
"net acquisition of foreign assets" (6.19). 
and this plus capital transfers equals the 
deficit of the nation on current transactions. 
Therefore, if wcabstract fromcapilal transiers 
NFI equals the current account deficit and 
therefore includes interest payments or net 
factor income to abroad (NFITA). Foreign 
inflows. a.s measured in the Indian economy 
arc basically (he foreign borrowing 
undertaken ro flnance the current account 
deficit. It is colled net because it is net of 
lending abroad, but it is not net of interest 
payments. The figure makes it clear that 
NFITA, which is a compoiKnt of both the 
current account deficit arid GDS is included 
twice in GDCF if the latter is defined as the 
sum of GDS and NFI, 

Statement 4 (p 13. item 8) defines net 
domestic product at factor cost to include 
factor payments made abroad (NFITA). 
Statement 6 tp 17, of the Account No 3) 
siiowh the appropriation ofdisposable income 
over "saving" (item 3.3) and consumption. 
Disposable income comprises NDP at factor 
cost, to which the “compensation of 
employees from Ihc rest of the world, net” 
and "prupeny and enttcpreneurial income 
fromthcRW.nct" isaddcd.Thcsetwoilcms. 


RiaiicE'. (Xniile CnuMOM. of NFITA 
GNS I * |m-X| 



NFITA I I NFITA 


CilXTF 
- NFITA 


added together, give (he net factor income 
from abroad. I f savings arc out of disposable 
income, then they do not include factor 
payments made abroad and are equivalent 
to our gross national .savings. But (his same 
savings is then called “domestic saving" 
(item S.S) in Account S (capital flnance). In 
this account domestic savings is shown to 
be the same a.s GDCF plus NCI plus 
consumption of fixed capital. Now GDCP 
is the means of producing GDP. The latter 
includes net factor income paid abroad. 

In the consolidated accounts, therefore, it 
is not clear whether they arc recording gross 
national savings and calling it domestre 
savings nr are measunng domestic savings. 
The equation shown in Account S suggests 
the latter. It seems to be the case that since 
the data do not permit savings to be measured 
as disposable income minus consumption, 
what is actually measured is (be domestic 
savings, or the savings undertaken in Indui’s 
get'graphical boundaries. This is .qKCially 
true for household physical savings which 
IS identical with household physical capital 
formation. Therefore the correction for 
possihicdoubic (.-ounirngot interest paymeois 
should be made in (he use and definition of 
NFI. The table (Column 3) shows, assuming 
full double counting, the amount by which 
savings ratios may have been overestimated. 
This can be regarded as a possible upper 


Table; Umit Boond io the Emuw from [)<n'hu r<K;N'nMiOp Net Faitor Iatome 

(tts rnire} 



GDP ai 
Market Ftkc 

(1) 

Ncl Factor 
Income to 
Abroad 

l2) 

<(2I/<I)I 10(1 

(3) 

Ncl bucresl 
and Service 
Payments 
(4) 

((4V(I)I too 

(5) 

1960-61 

16201 

72 

0 44 

47 7 

0.29 

1970-71 

43163 

284 

U.66 

254.2 

0..59 

1980-81 

1.36013 

-345 

-0.25 

-48.3.9 

-0..36 

1981-82 

1.39760 

-40 

-0.0.3 

-340.0 

-0 21 

1982-8.1 

1781.32 

6.34 

0.36 

282.6 

0.16 

■983-84 

207589 

944 

0.45 

543.8 

0.26 

1984-85 

231.34.3 

1424 

0.62 

996,1 

0.43 

I98S-86 

26224.3 

1429 

0.54 

949 9 

0„36 

1986-87 

292949 

1805 

0.62 

1249.5 

0.43 

1987-88 

.3.3.3201 

2619 

0.79 

17.34 

0.52 

1988-89 

395782 

4496 

1.14 

3648 

0.92 

1989-90 

456821 

.5731 

1 25 

4875 

1.07 

1990-91 

5355.34 

7.545 

1.41 

6732 

1 26 

1991-92 

616799 

10(07 

1.63 

9397 

1.52 

1992-9,3 

705.328 

11803 

1.67 

ia503 

1 49 

1993-94 

801032 

14599 

1.82 

102,59 

1.28 

1994-9.5 

943615 

14.599 

1.54 

12506 

IJ2 


Nate: Cols (.3) and (.5) refer to paymcnla minin receipts in mpccs ctore. 

Simreer. Various Iswes of Naliaiuit Accouiu Suiisiics and RBI armual report 1946. 
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bound to the extent of overestimal ion of the 
savings ratios, on this count. The table shows 
that since payments have exceeded receipts 
in most years double counting of intcrc.st 
payments would indeed lead to overestima- 
tion. The error involved in neglecting this 
IS more now - almost 2 per cent of GDP, 
although It was less than I per cent in the 
1980s. Interest and service payment.s 
comprise the major part of NFITA. Pending 
improvement in data available, the C,SO 
.should report and u.se our nf in addition to 
its NFI. Ont should stopcalling its estimates 
of savings "Gross Domestic Savings". 

ffPlV Research Foundation (1996) argues 
that the Indian practice of iulding all private 
remittances to disposable income as current 
transfers is incorrect. In the SNA system of 
the UN adistinetion is mode between current 
and capital transfers, on the basis of the 
purpose for which the transfers are made, 
by t hedunors. Thus transfers which arc made 
for coiisumpiton purposes arc current 
transfers, and arc cla.ssined in the current 
account. Only current transfers arc added 
to disposable income, which when con¬ 
sumption is subtracted from it gives domestic 
savings. Rut since the NAS does not measure 
S as Y-C, if the part of remittances which 
constitute current transfers arc consumed 
they will not add to household assets, or enter 
the measured savings. But if part of current 
transfer are saved will this wrongly boost 
measured domc.stic savings? 

No, it will boost domestic savings, but not 
wrongly. Since rcmiltancc.s do not add to 
foreign debt they arc part of dome-siic and 
national savings. Non-rosidcni deposits are 
clas.sined in the capital account, since they 
are repatriable and create a future liability. 
Transfers do not create any liability. Indeed, 
the RBI puts all current and capital transfers 
in the current account, that is, treats them 
os an income flow. The SNA treats only part 
of government transfers as capital transa¬ 
ctions, while the CSO puls all government 
transfers in the capital account. The reason 
is that it Finds it difFicult to separate out 
transfers meant for consumption. Transfers 
on government account may be coming with 
a stipulation that they be used for certain 
purposes, and need to be treated separately. 
So that, by its current practice, the CSO 
underestimates net international resource 
transfer to the government. But private 
transfers cannot come with an injunction to 
save or consume; the choice has to be IcR 
to individuals. Currency inflows on the 
current account add to national income, and 
cannot be regarded as foreign savings. At 
a more philosophical level, there is the point 
made by the anthropologist,Marshall Sohlins, 
at a recent lecture in Yale. Pacific islanders, 
instead of adopting the pessimistic western 
view of the islands as small remittance 
dependent ecottomies. see the sea as their 
home, and migration as a way of colonising 
the world beyond. From such a viewpoim, 
those who leave always remain a part of the 
home country. and so do the remittances they 
send. 


Moreover, from the point of supplying Ihe 
gondstoallowinvesimenltoexcc^ domestic 
savings, the relevant concept is (he trade 
deficit, and from (he long-term point of net 
ri.se in foreign debt, the net incurrence of 
foreign liabilities for capital account deficit) 
is the correct measure of foreign inflows. We 
have seen that transfers do not need to be 
repaid and will not add to foreign debt; 
th^rore a rise i n future GDS is not essential 
to repay debt. With other kinds of foreign 
inflows GDS must ri.se to satisfy future debt 
.servicing. 

Transfers, whether classified as current or 
capital, do allow the gup between imports 
and exports, or nm. to rise. But in terms of 
our flow identities, as long as they arc either 
invested or consumed they will drop out of 
the short-term domestic income generation 
process. We now neglect the rb term to look 
at how transfers will enter our identities of 
Section II. We have nm -1 = I - GDS, where 
t stands for current transfers. If nm and t rise 
by the same amount, the gap between 
domestic .savings and investment will be 
unchanged. This is compatible with all t 
being consumed, or, if GDS ri.scs I must rise 
equivalently. We have nf t(cap) = nm = 

I - GDS. Here t(cnp) stand.s for capital 
transfers, and now I and nm will ri.se with 
t(cap). The measure of foreign inflows now 
becomes, nm - t = nf + t(cap). 

IV 

Unprtxluctive Savinipi 

Habit, illiteracy and the absence of 
attractive alternatives have meant that the 
Indian household docs much of its savings 
in (he form of .socially unproductive o-ssets 
like gold and real estate. But is gold regarded 
as a con.sumer good in India? fn that ease 
a full in its price should stimulale further 
consumption. It is only if it is an investment 
good that a ri.se in its price relative to other 
as.se(s will stimulate its purchase. What docs 
the evidence of the 1990s indicate? 

Gold prices have been falling in Indiaever 
Since gold imports were liberalised in 1991. 

In 1996 (hey fell by about five percent. Prior 
to 1991 gold prices were about 33 per cent 
higher in India compared to the international 
market, today they are 18 per cent higher. 
Yet investment demand for gold grew 
from about 80 tonnes in 1995 to 130-200 
tonnes in 1996, while total consumption of 
gold grew from 430 tonnes in 1993 lo about 
525 tonnes. The rise in gold demand, 
therefore, was for in vestment purposes rather 
than for the consumption of 18 carat gold 
jewellery. 

So it would seem that the fall in its price 
has not stimulated consumption of gold, but > 
because other assets have not p^ormed 
well, demand for gold as a means of savings 
continues to be high. As slock market indices 
have stagnated, mutual funds have done very 
poorly. Although loan rates of interest rose, 
the high spreads that Indian banks charge 
meant that deposit interest rates did not rise 
commensurately. 


Therefore the policies that have lowered 
the price of gold should be continued, but 
more steps must be taken to raise the 
convenience of and retunis from holdiitg 
other assets. With greater global 
interpenetration and travel it is much more 
difficult now to put quantitative restrictions 
on imports of gold. That is not a feasible 
option any longer. 

V 

Conclusion 

ft is important to be clear in our national 
income concepts, and adopt the best 
measurement practices, given feasible 
rcsnurccs. We have made a simple sugges¬ 
tion to quantify the error arising fnim 
double counting of interest payments. In our 
view transfers (hat do not require repayment 
in the future should be plac^ in the current 
account. It helps in unravelling the com¬ 
plexities of accounts to start from simple 
theoretical identities. We have tried to provide 
these. 

But. in the final analysis, quibbles about 
measurement arc not as important as 
concerted efforts to raise ourdomcstic savings 
ratios. It has been c.stimated that a minimum 
.savings ratio of 26 jier cent is necessary to 
meet the requirements of infrastructure 
investment in the immediate future. We are 
fareven fromthat target. Even so.ouranalysis 
suggests that there is no need to be afraid 
that foreign inflow,s will lower domestic 
savings. Indeed, if policies .successfully 
stimulate investment, domestic savings will 
also rise. 

[I thank Manoj Panda for stimulating comments 
and .Sliridhar Dash for help with the data.) 
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Pension Fund Reform 

The case for a thorough overhaul of the provident/pension fund system 
in India rests on the need to (i) increase the number of people who 
have access to old-age financial security; (ii) enhance the flow of 
long-term institutional savings; and (iit) give a boost to the healthy 
development of financial markets. A discussion of the policy and 
regulatory changes required to achicve'lhese goals in the light of 
changes taking place in this sector in other countries. 2395 

UP: Issues and Coalitions 

Hie issues and feelings aroused in 1991 - reservations for backward 
castes and the Icmple/mosque controversy in Ayodhya - remained of 
central importance in the 1996 general election in UP despite the 
absence of dramatic symbols to represent them. Intercaste hostility 
between the upper and backward castes, the principal line of cleavage 
in UP politics for decades, continued to play a critical role in 
.structuring party conflict, though by 1996, with the growing importance 
of the BSP, the scales had finally become weighted in favour of the 
backward and lower castes. Similarly, the memory of the destruction of 
the Babri mosque and the roles played in it not only by the BJP but by 
the Congress under Narasimha Rao led the Muslims in UP to 
completely reject the Congress. 2403 

Community Response to Disaster 

Coastal Bengal has been repeatedly exposed to cyclone hazards which 
have caused severe damage to human life, property and vegetation. 

What is the popular perception of cyclones of the people of the region 
and how do they respond to the disaster wrought by them? A 
cultural thcoty approach. 2424 

Killed by Kindness 

A study of Maharashtra and Jammu 
and Kashmir shows how subsidies 
are eating deeply into Plan resources 
and severely undermining development. 

Bui the political and administrative 
will to address the problem is 
missing. Can the Inter-State Council, 
hibernating since it was set up in 
1990, be activated to review and 
rationalise all subsidies, the 
centre's and the states’? _ 2379 

Abandoned People 

Willi the popular demand for autonomy 
pushed into the far background, with the 
elected government meekly tuhmiuing 
to the diktat of the security forces 
and with the Indian inlciligentsia 
continuing to remain indifferent, the 
alienation of the Kashmiri people 
can only grow worse. _ 2375 

Ecology and Devetopment 

In explicating the relationship 
between ecology and devciopmem, the 
greater contrihmion is to be expected 
from environmental sociology 
tJ 1 from soc’ earfoov. ■*3>i 


Red Fort Doctrine 

Today in India to be. is to be 
corrupt. The bribe is the 
fundamental transaction of the 
Indian state. It is the first act of 
participation, of citizenship. Is the 
prime minister, then, planning to 
disen franchise us? _ 2378 

Beyond Rhetoric 

The UF government’s bona fides 
in respect of school education 
will be est^lished not so much 
by enacting a constitutionai 
amendment as by the government 
spelling out precisely what it 
plans to do and indicating bow 
it proposes to raise the 
required resources. _ 2381 

Return to the Past 

The controversy over the new. 
ironically titled law 'On freedom 
of conscience and on rdigious 
organisations' has exposed how 
intelleetual and spiritual 
illiberalism and bigotry are 
growing by leaps and bounds 
in Russia. 2315 












LETTERS TO EDITOR 


Monetary Management 

D M NACH ANE and his associates deserve 
high appreciation for derntmstrating the 
timely concern of the Bombay School of 
Economics for higher level of interest rates, 
though product of market forces. The 
Bombay School of Economics, particularly 
led by P R Brahmananda, advocated 
strongly liberalisationofinterestrates.active 
Bank Rale and other aspects of financial 
reform in order to attain efficient credit 
allocation through an efficient financial 
market. The authors’ study ’The Interest 
Imbroglio; Monetary and Fiscal Dimen¬ 
sions' (May 17-24) is veiy useful for its up- 
to-date. technical coverage of the intecr 
connections among money, fiscal deficit and 
interest rates. 

It is evident from the study that money, 
interest rate and budgetary deficit series are 
1 ( 1 ) and hence have to be differenced once 
to be rendered stationary. The appendix is 
as useful as the findings are. The authors are 
pioneers in dealing with issues regarding the 
effects of anticipated and unanticipated 
components of the money supply measure 
and the budget deficit on the unanticipated 
component of the interest rate. On findings, 
the issue of money supply measure, whether 
M| or Mv has been revisited. The rational 
expectations/efficient markets paradigm 
be^ up well when M| is used as the money 
supply measure hut not when M 3 is used. 
The debate is quite relevant in the phase of 
financial innovations the Indian market is 
now facing. 


In connection with level of the nominal 
interest rate, opportunity is now used to cite 
one recent simple study by the undersigned. 
Recent evidence on real interest rate and 
inflationary expectations suggested that 
policy-makers should monitor the real 
interest rate so that variable becomes 
endogenous to growth and exogenous to 
growth. In this context, it is encouraging to 
note that the monetary authorities are quite 
proacti ve usi ng moral suasion for downward 
adjustment of nominal interest rate so that 
the cost push effect of real interest rate might 
be moderated while savings are getting duty 
indexed (T K Chakrabarty, ‘Recent Evidence 
on Real Interest Rale and Inflationary 
Expectations; A Simple Empirical Note’, 
unpublished, 1997). 

Regarding monetary management 
particularly, it might be stressed that 
monetary management is not a science, but 
a cratt Credibil iiy 0 f monetary management 
depends on the sound match between the 
purposes of policies and the end results. The 
end results arc products of market-players' 
interactions. The monetary policy thus 
involves varying degrees of rule and 
discretionary-based modes ofoperationsuver 
lime. The authorities are constantly 
evaluating how much they can infer ftom 
the past and how relationships among key 
macro variables might have changed. The 
present study is thus a useful input to the 
policy-maker. 

The authors are right to pinpoint that the 
budget deficit is the culprit for the interest 
rateimbroglio.Financial reformsforcfficieni 
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credit allocation need to be supported t 
structural reforms in other economic sector 
Serious macro-economic and flnanci 
imbalances, or inadequate regulaioty « 
supervisory frameworks are to be • 
conducive to the process of interest r. 
liberalisation. However, poHcy-makers; 
India have been rational so far in seque 
cing reforms. Gradualism is a woikab 
attitude towards reforms covering all seek 
of the economy. However, liberalisation 
interest rates will not produce the expect 
benefits unless the allocation of credit 1 
improved. 

T K Chakrabas 

Mauritius 


Occupation and 
Industry 


MARIA SALETH’s ‘Occupational Div( 
fleation among Rural Groups: A Case 
of Rural Transformation in Tamil Ni 
(July 2b) contains a methodological 
It seems that the author confuses belt 
the terms 'occupation' and ‘industry’, 
he describes as occupational category (Ti 
6 and 7) is essentially class! fleation of wi 
by industry. The author has not mentu 
the respective serial numbers, part nui 
table numbers and other details of 
censuses from which be has colleclotl 
data. Census documents provide 
industrial and occupational classiflcalk 
' workers. The occupational classificatii 
main workers is based on the N; 
Classification of Occupations. I% 8 , 
classifies occupations into divisi 
groups and families. For example, 
of India I9gl (Series I, General Ect 
Tables, Part III A and B, Tables nui 
B-19, B-20 and B-21) give data regi 
occupational classification of workets 
two digit code, that is group level by 
of workers, by sex and by educt 
levels. 

Any study dealing with occu| 
distribution mustclearly distinguish 
’occupational’ and ‘industrial’ distril 
and should thereby try to avoid coni 
ambiguities and methodological 
appears that Maria Saleth has intercl 
ably used the terms ’occupation' 
‘in^itry’. Occupation is the kind ofj 
perform^ by an individual, while ii 
is the brand of economic activity to 
he is connected. 

0 VllMtMA 

Ernakulam 
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. the Next Disaster 


death toll in the disaster at the Visakhapatnam 
nery of Hindustan Petroleum Corporation (HPCL) 
ne up to S4 and with more people still trapped in 
>ris it is likely to rise in the coming days. Five days 
le 17 storage spheres caught Hrc (wo arc still 
'ering. A reconstruction of (he events leading to 
is as yet difficult. But it is likely (hat a leak in 
j pipeline which wa.s evacuating a container vessel 
Jock went unnoticed, caught fire, the fire spread 
' to the storage tank which exploded and other tanks 
ly caught fire. If (his was the .sequence of events, 
ear that safety measures failed at various levels, 
is not in itself, it may be presumed, a major accident 
;,e processing plant, but the measure of safety is 
' quickly the leak is spotted and how effectively 
ait with. Again, it is valid to assume that the worst 
cnarios which must have been part of any design 
e would have taken into account the possibility of 
the tanks catching fire. And yet, clearly, the tankf 
hem, were clustered together in such a way as to 
t possible for a conflagration in one to spread 
to the others. It is not simply a question of the 
ity of the tanks but the fact that there were no 
; to the spread of (he fire. And the failure of the 
taff of the refinery in dealing with it at an early 
idicates a certain confusion at the administration 
aintenance levels of the plant in coping with 
ncy situations, pointing to a lack of preparedness, 
then of course comes the attempt to shelve 
iibility, to cover up. A first curious reaction of a 
slaced HPCL official in Mumbai was that “sabotage 
be ruled”. This when normally the efforts of a state 
in these circumstances should be to avoid creating 
panic. In Vizag an HPCL official brushed aside 
ists* queries on the adequacy of safety procedures 
pously pointing out that refineries would not after 
illowed to run if they did not strictly follow the 
norms laid down by government departments, 
er it is becoming increasingly clear that neither (he 
if the workers inside the plant nor of the population 
has ever been a major concern for either HPCL 
hat matter the petroleum ministry. The decision 
LUte an internal inquiry instead of an independent 
is further evidence of this indifference. 

'izag plant of HPCL has been under some scrutiny 
ronmental groups and local populations for some 
w. Less than a year ago a similar accident, smaller 
had occurred and these groups and informed 


activists had at that time raised the question of the safety 
of the densely populated city in the event of a major 
disaster at the plant. These same i.ssues had also been 
brought up in connection with the HPCL's expansion 
plans. The project for expanding the refining capacity of 
the plant from 4.3 mn tonnes per annum to 7.5 mn tonnes 
isexpected to be completed by September next year. Other 
projects include the 1.80 mn tonnes per annum hydro 
desulphurisation of HSD. (he first phase of which has 
already been approved. Interestingly, the ministry had 
commissioned NEERI to prepare an Offsite Emergency 
Preparedness Plan for Visakhapatnam district. The study 
was completed but never released to the public. Nor, it 
would appear, did it influence decisions on the expansion 
or the functioning of the plant. A press report quotes the 
NEERI study as specifically identifying as high risk a 
cluster of five industries in the area and holding the 
hazard posed by HPCL as calling for“maximum atteniion”. 
It apparently identified a fatal zone of 0.6 km which 
includes the HPCL terminal, the Indian Oil Corporation 
terminal adjoining the HPCL boundary, the LPG bottling 
plant and Bharat Petroleum Corporation tanks and recom* 
mended mandatory fire exercises every six months and 
the installation of early detection and warning systems. 

It is not surprising, however, (hat (he expansion of the 
refinery in the proximity of a densely populated cit\. a 
naval installation (which, according to initial reports, 
sulfered ‘some damage', though subsequently very little 
has been known about how it has been affected) an airport- 
and a busy port should have been allowed. The blatant 
disregard of commonsensical safety norms has been 
conspicuous in the dealings of large public sector 
enterprises. For instance, some years ago, despite protests 
and ignoring the clear evidence of the high pollution 
levels in the area, the Rashtriya Chemicals and fertilisers 
Corporation (RCF), sited at one of the most hazardous and 
congested zones in the country - flanked by two refineries, 
the atomic energy establishment, the Tala Thermal Plant 
and hundreds of smaller chemicals and paints units - was 
given permission to expand four-fold. Presumably, the 
environment ministry is required to carry out investigations 
before permission is granted for new projects. But there 
is little evidence that the ministry takes this task seriously, 
especially where large public sector enterprises arc 
concerned. The argument has always been, as was the 
case with the RCF expansion, that setting up the pUstt 
in a new place would entail higher initial as well as 
running costs and so expanding facilities in the existing 
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areas had to be acceplod as (he econo¬ 
mically viable option in a developing 
country. The cost and danger to the people, 
those working in the plants and those living 
in its vicinity, have never been a factor 
in calculating the best options for industry. 

Admittedly there has been some change 
in the outlook on industrial safety and 
environmental pollution since the Bhopal 
disaster- for one thing, legislation dealing 
with these areas has been strengthened. 
There is today in the administration and 
the judiciary a greater sensitivity towards 
these issues. However, it has also been 
evident in the 12 years since the Bhopal 
disaster that those who are potential 
victims of such disasters, as well as experts 
outside the establishment, have little say 
in these matters. Unlike in, say. the UK, 
new projects which have an impact on 
large populations are not subject to 
informed local scrutiny. Even where the 
local admini.stration, such us the pan- 
chayats or urban bodies have to be 
approached, it has been a mattcrof routine 
paperwork. But as the case of Du Font’s 
Nylon 6 plant in Goa showed, it is only 
local intervention, in this instance, an 
informed and aware panchayat, which can 
prevent industrial plans hazardous for 
local populations from being implemen¬ 
ted. Another alternative is, as in the UK 
again, to make it mandatory for any such 
plan to be approved through a public 
review/inquiry. In India, such public 
reviews have been instituted as a result 
of coun directives - as. for instance, in 
the case of the EP Forte drugs when the 
courts in.sisted that the drugs controller 
hold a public inquiry before deciding 
whether the drug should be banned. But 
this has remained a single instance of its 
kind and has not become part of a process 
of approving new industrial projects. 
Certainly, it is not an easy process and 
local-level class, caste and other power 
relations arc bound to generate a dynamic 
of their own. Even so, the trajectory of 
such mega projects as Enron, the RCF 
expansion or the Mandwa airport would 
be very different if they were subject to 
local control. 

It is also important to accept that it is 
the lack of safely concerns and a blinkered 
industrial location policy over several 
decades which will continue to spawn 
disasters .such as the Vizag fire. The dis¬ 
mantling of controls and the liberalisation 
of the industrial environment in the 
country consequent upon the adoption of 
economic reforms will only make for more 
opportunities for disasters - if for no other 
reason, because there may be greater 
impetus to industrialisation of all kinds 
- unless the dismantling of one set of 
bureaucratic structures and centralised 
policy-making is used as an opportunity 


to introduce and institutionalise norms 
and procedures which allow for people's 
participation. 

INDUSTRY 

Loose Iklk 

AS was to be expected Id’s intended 
purchase of shares of Asian Paints is 
developing intoatussle between it and Asian 
Paints' Indian management comprising the 
promoters of the company other than AtuI 
Choksey whose 9.1 per cent holding in the 
company is what is being sought to be 
acquired by ICI. The British multinational 
has submitted its application for approval of 
the share acquisition to the Foreign 
Investment Promotion Board (FIPB> where 
it will be opposed by the Asian Paints’ 
management. The matter evidently hinges 
on interpretation of (he guidelines governing 
industrial approvals issued by the Secretariat 
of Industrie Approvals. And whatever the 
FIPB's verdict, the chances arc that it will 
be duly challenged before the courts. 

This is as it should be. But the one person 
who docs not appear to understand what the 
rule of law is all about is, oddly enough, the 
industry minister. Murasoli Maran. Even as 
Id's application was pending before a body 
of officials uf his government, Maran has 
chosen to adjudge the rights and wrongs of 
the issue. In a statement from New York, 
where he wek supposed to be wooing foreign 
investors, he described ICI’s intended 
acquisition of shares in Asian Paints as 
‘hostile’ and in so many words declared that 
the government wou Id not approve the British 
company'sapplication so as to ‘protea Indian 
industry'. Apart from questions about how 
the ICI's purchase of shares should be inter- 
pracd and how far the government should 
go to ‘protect’ Indian industry, what is 
immediately relevant is that the minister's 
public remarks, at a time when the matter 
was under the consideration of his officials, 
const ituied a gross i mpropriely and an attempt 
to interfere with the objeaive and fair 
application of government rules. Dearly, 
after I ; minister's statement the officials 
constituting the FIPB cannot be expected to 
arrive at an unbiased decision in the matter. 

No less ill-considered has been Maran's 
public intervention in the government's 
dispute with Suzuki over the appointment 
of the managing director of Maiuti Udyog. 
Evidently piqued by Suzuki's quite 
unexceptionable decision to move the Delh^ 
High Court as well as the International Court 
of Arbitration, he shot off the remark that 
Ihcgovernmenrwould ‘welcome it’ if Suzuki 
were to quit Maniti Udyog. It did not take 
Maran very long to have second thoughts 
about his bravado, for the very next day he 
had flip-flopped and was saying that it would 
be “very unfortunate" if Suzuki were to pull 


out Whether or not the government can, or 
should, tun Maiuti Udyog without Suzuki 
is not the point. What is unfortunate U thu 
the minister should have shown such little 
regard for the fKt that the mattm on which 
he was so freely commeming was actually 
before the courts. 

It is not that Maran is unaware of the law 
of contempt of court. What the ICI and 
Suzuki episodes show is that government 
funaionaries, ministers in particular, have 
not i n the least got out of the habit of reganding 
I hemselves as the sole repositories of wisdom 
on safeguarding the national interest. Which 
is also an indication of how skin-deep any 
real appreciation of the spirit of economic 
reform is in these quarters, chasing after 
foreign capital though they may go all over 
the world. 

POLITICAL CRIME 

Judiciary’s Slow Ways 

TWO recent judicial judgments have roused 
the hope among the public that the long 
overdue punishment that some of the most 
notorious Indian politicians deserve is about 
to be meted out. The First judgment was 
delivered by the special CBI judge of the 
Ayndhya cel I who found enough prima facie 
evidence to frame charges against promincm 
leaders of the Sangh panvar for their role 
in the demolition of the Babri masjid and 
asked the prosecution to proceed against 
them. The order came nearly four years after 
the CBI filed the first charge-sheets against 
the accused. 

The second judgment was delivered by the 
Delhi High Court which direaed former 
prime minister Narasimha Rao and 18 othei 
prominent politicians to face trial in the 
Jharkhand Mukli Morcha (JMM) MPs' 
bribery case. Accused of bribing the JMM 
MPs to the tune of Rs 3.5 crore to save his 
government from falling during a no- 
con Adence motion in parliament in July 199.J 
Narasimha Ruo had earlier sought immunity 
under the constitutional provisions uF 
privileges allowed to MPs. But Rao's plea 
was rejeaed by the court. Rao now threaten.' 
to go to the Supreme Court to appeal against 
the Delhi Hi^ Court's order. 

Whi le welcoming the judgments, the puhlic 
however should be on their guard against 
erring on the side of euphoria - knowing the 
cxaspcratingly meandering way in which 
both our judicial system works and the 
bungling for which our prosecution agencies 
are notorious, as well as the clout that these 
accused politicians wield over major 
decision-making scaors of our political 
administration. 

To take the judiciary first, it may be loo 
early now to say that the public mist in the 
judiciary's efficacy is misplaced on these 
two particular iuues - (be Babri masjW 
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demolhion caw and the IMM MPi* biibeiy 
caw - lifice our people (teapeiately clin^ to 
ilie last to tome itraw of legal redreu and 
reidUttion. But, has the Judiaary always 
beed a reltabk and cfTicient artnirator? ^ 
a note of caution, it may be recalled that in 
the past, the judiciary h^ not only taken an 
inortlnately long time in issuing eflective 
ofders in caws that Involved prominent 
politicians, but had also reduced itself to a 
helpless spectator, even when it issued orders 
against accused politicians. The most recent 
example is that of the former Bihar chief 
minister Laloo Yadav. whit is supposed to 
beinprison under counoidcrs. but isenjoying 
all the privileget of a special suite in a 
bungalow, with free access to all his cronies 
- and special medical treatment to bool. It 
wasonlywbenhis lawyers wanted to remove 
him to the more prestigious AIIMS hospital 
in New Delhi that the Patna High Court woke 
up and called fur records and found out how 
Laloo Yadav had been spending his lime as 
it prisoner. But even after this, will the 
judiciary - which is expected to treat every 
accused on an equal footing- coreiooinsider 
two options? One, can it order that Laloo 
Yadav be sent to the common jail, where 
lliere may be ordinary prisoners who may 
be suffcriiig from the same anginal ailment 
that Laloo Yadav is afUictcd with, but do 
not get the special treatment that is being 
given to him? Two, can it issue instructions 
that the prisoners in the common Jail be 
given the same medical facililic.s that Uiloo 
Yadav and polTticians accused ofeorruption 
and criminal acts enjoy today even under 
arrest? 

The case of the 1984 massacre of Sikhs 
in Delhi and other places is another example 
tit the colossal failure of both the judiciary 
and the prosecution to hnng the guilty to 
bcKik even after more than 12 years. In spite 
of repeated indictments by several civil 
liberties groups and government-appointed 
commissions, well known politicians like 
H K L Bhagat and Sajjun Kumar ore still 
strutting ahutii at large. In the case of the 
latter, some years ago when the CBI personnel 
went to arrest him under court orders, he 
along with his supporters chased them out 
from his neighbourhood - something unhcuid 
of in the annals of the CBI! it is not known 
whet her the CBI.orlhe courts forihai matter, 
have pursued the case against Sajjan Kumar 
since then. 

To come hack to the latest judgments of 
the Ayodhya CBI judge and the Delhi High 
Court, both the cases involve politictans 
who are infamous either for their political 
luplicity financial misdemeanour, or 
muscle pfler and connections with the 
inderworIX Suave and smooth talking 
>ulitical salesmen like L K Advani and 
'larastmhaRao have already gone in through 
SK side of ihejudicialswingdoor as criminals 
nd come out from the other skic smelling 


of rows. The ‘hawala’ prosecution - thanks 
to the gawkish home wotk of the CBI - could 
not net Advani. Let us see now whether he 
will be punished for hii murderous ‘Ratha- 
yatra’ that led to the demolition of the 
Babtl nuuyid uid the liou that followed. 
Naiasimha Rao also has till now managed 
to evade arrest, in spite of his alleged 
associatiem with numerous dubious deals, 
one of which involves the disreputable 
godman Chandraswami. Will he get his just 
deserts this lime for his nefarious bargain 
with the JMM MPs? 

The other characters in this gallery of 
political rogues are a mixed bag of thugs and 
small time operators ranging from the Shiv 
Sena and VHP leaders to the Congress and 
JMM MPs. In spite of proof of their direct 
and active provocation of communal riots, 
politicians such as Bal Thackeray and Ashok 
Singhal (who have been now named as 
accused by the CBI special judge) have 
managed to escape the police dragnet till 
now. Similarly, Congress leaders like Satish 
Sharma, Bhajun Lai and others - who had 
been accused i n other case.s in the past - ha vc 
evaded arrest on one plea or another. Now 
(hat the Delhi High Court has ordered their 
prusccution.willtheybe arrested and ireaud 
like any other cnminals? Will the courts, 
which convict petty criminals at the drop ot 
ahat, punish thi^ assoon as possible, instead 
of siltingtight on thcircascs? As things stand 
now, even Ihc first conviction uf such 
politicians by Ihc lower courts takes years. 
Flushed wilh money and power, they can 
afford to oblai n bail and appnrach the higher 
courts, and drag on the cases for years - 
unlike poor criminals who, once sentenced 
by the lower court, cannot make any appeal 
due to lack of financial resources, and thus 
liinguish in jail to serve Ihc .sentence. Speedy 
tii.'il of men in public life at every stage of 
(he hierarchical judicial process is a must if 
the government i.s serious about punishing 
corrupt and criminal politicians. 

RAILWAYS 

Belling the Cat 

THERE can be little doubt that the railway 
accident ul Bilaspur in Madhya Pradesh in 
Which several bogies of the Ahmcdabad- 
Howrah Express fell into the Ha.sdco river 
killing at least 60 people and injuring 
hundreds was undoubtedly and directly due 
to a lapse in safety norms, though the Railway 
Safety Commission will in its own time 
produce the mandatory inquiry icpurl detail* 
ing the lapses. 

In (his particular instance, the failure to 
communiciuc to the driver of the train that 
a section of the track was under repair early 
enough is believed to have caus^ him to 
use emergency breaks at an unsafe point at 
the mouth of a bridge. Reports indicate that 


the failure was at many points: the first 
intimation of track repair should have leached 
the driver by means of ddonaion placed oti 
the tracks so that the passing of the train o ver 
them triggered loud warning blasts: closer 
to the section under repair there should have 
been manual signalling from the side of the 
tracks; and 600 metres away there should 
have been a banner warning the driver so 
that the train could have been brought to a 
halt immediately and safely. None of these 
measures appears to have worked. 

The inquiry committee will no doubt go 
imo whether any or all of these measures 
had failed or whether tlie driver had chosen 
Ul Ignore (hem. The point is however to find 
Ihc real causeof thisand other serious railway 
accidents over the past year which requires 
an investigatjon into broader issues. Railway 
minister Ram Vilas Paswants reaction has 
been tu transfer the general managers of 
South Eastern and Central Railways. 
Ostensibly this has been dune in order to 
drive home a certain point; that officiais at 
the top should own responsibility for safety 
lapses so that others down the line lake these 
matters with greaterscriuusness. At one level, 
it IS of course correct that responsibility for 
safety lapses should equally be that of the 
heads of (he particular divisions. On the 
other hand, this must cloud other issues 
which impinge on the safe and efTiciem 
pcrfonnance of the railways. For instance, 
the fact that the entergency communication 
system between locomotive driven and the 
ground staff remains so pnmiti ve must come 
as something of a shock, especially when 
so many other sectors of the railways have 
been m^ernised. Surely, installing fail-safe 
electronic devices and rtolic' links with 
locomotives is as importam as compolensing 
railway bookings? 

It is not only that the shrinking railway 
budget IS hampering maintenance, staff 
trainingand track upkeep. As other accidents 
in the past couple of years have shown, it 
is also the distorted pnoritics which appear 
to dictate the allocation of resourees within 
railway depanments which are indirectiy 
responsible for such accidents. And for this 
the blame must surely lie with the railway 
ministers, not just the current incumbent bin 
his predecessors as well, for allowing 
politically nuanced priorities to misdirect 
resources. Like the others before him. the 
present railway minister is known to have 
his own pet h^y horses: tqiening of new 
lines and introduction of new trains. An 
aceidcni such as the Btlaspur mishap calls 
fur a review of budgetary alkicaikins to 
priority dcvciopmem sectors. For failing to 
pay attention to the enhancing and modenii- 
sing of safety processes, will Ram Vilas 
Paswanown ret^onsibiltty and will thepthae 
minister, who is reported to have urged the 
transfer of the railway hureauentt, apply 
similar norms to his miaisterT 
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Companm’ relianct on in«ilii<ian*l cicdil bat hecome much more temiuvc co ihe prevaibng induMrial situation and, because of the availaMky of funds 
from otber tourers, arowth of such credit lus fluctuated from yey to year. The share of mrauro and large industries in ituthutionnl credit hoa ntpanded 
at the cost of the pnotity aoctoa. Metals and mcfal-bated industries, ekclranics and petroleum cotnpanies are the only ones to have got a risUtg sotre (rf 
bank credit. Sanctions and disburtefflenlt of (he all-India financial institutions, including SIDBI, have luffered a setbpck. whereas liale'level FIs have rapidly 
espanded their nperotioas 

Macroeconomic Indicators 


Prices (IV8l-82 = 100) 


All Commodities 
Primary Articles 
Food Articles 
Non-Food Articles 
Fuel, Power. Light and Lubricants 
Manufuctuied Products 
Pood Products 
Food Index (computed) 

Ail Commodities (Average Basis) 
(April S-August 30, 1997) 


Cost of Living Indices 


Industrial Wnrierx (1982=100) .33.^° 

UrtxmNon-MtmEmpi 1984-85=100) (For 1996-97) 289'= 
Agri Lab (1986-87= 100) (Link faclor 5 89) 2.59* 


Weights Aug 30. _ Variation (Per Cent): Point-to-Pnint _ 

Index Numbers of WbnJcsale ,ouy Over 12 Months Fiscal Year So Far 1996-97 1995-96 1994-95 1993-94 

Latest Previous 1997-98 1996-97 
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Money and Banking (Rs crore) 


Motley Supply (Ms) 73471' 

Currency wilh Public 140491 

Deposits with Banks 58998' 

Net Bank Credit to Govt 31383: 

Bonk Credit to CommI Sector 37531 

Net Foreign Exchange Assets 11519i 

Reserve Money (Aug 29) 20232: 

Net RBI Credillu Centre (Aug 29) 11044' 

RBI Credit to Bkt/Comm Sect (Aug 29) 131.3' 
Scheduled Conmiencial Banks (Aug 29) 
Deposits 530061 

Advances 27620 

Non-Food Advances 266751 

Invetlmenls 220361 


Index Nnnibcrs of Industrial May 

Production (1980-81=100) Weights 1997 


Over Month 


3661(0.5) 
-227.5(-l.6) 
731.5(1..3) 
1607(0.5) 
-2?0.3(-0 7) 
1862(1.6) 
-201 (- 0 . 1 ) 
-76I6(-6.S)- 
47.3(3.7) 


_ Variation 

Fiscal Year .So Far 
1997-98 1996-97 


103789(16.5) 
I6526().3.,3) 
88096(17.6) 
.3.5740(12.9) 
.36906(10.9) 
27780(31 8) 
18001(9.8) 
13839(-(l.l) 
-2.38(-t.g) 


34536(4.9) 
8057(6.1) 
2.5469(4.5) 
25018(8 7) 
-40(neg) 
12282111.9) 
2278(1.1) - 
-l0255(-8.5) 
-1141-0.9) 


26923(4.5) 
5706(4.8) 
19480(4.0) 
20.317(7.9) 
-6239(-I.8) 
5275(6.4) 
.|01.35(-5 2) 
5518(4.6) 
■1.54.3.3(-.53.6) 


96176(15.9) 
14175(12.0) 
82107(17.0) 
310.38(12.0) 
.30706(8.9) 
2077.3(25.3) 
5587(2.9) 
1934(1 6) 
-15.5.57(-.54.0) 


1995-96 


72581(13.7) ' 
17577(17.5) 
55042(12.9) 
3.5.360(15.9) 
51925(17.7) 
.3109(3.9) 
25176(14.9) 
19855(20.1) 
8747(43.6) 


97019(22.3) 
18380(22.3) 
77781(22.2) 
18501(9.1) 
54949(23.1) 
24420(44.7) 
30610(22.1) 
2130(2.2) 
8067(67.2) 


.39l).5<().7) 7.5222(I6..5) 24469(4.8) 21027(4 8) 71780(16.3) 4696(XI2.I) 71726(22.8) 

-l.3.56(-0.5) 27467(n.0)-2201(-0.8) -5281(-2.1) 24387(9.6) 424.55(20.1) 47144(28.7) 

-t676(-0.6) 27770(11.6)-404.5(-1.5) -.5235(-2.l) 26580(10.9) 44938(22.5) 45776(29.8) 

1809(0.8) 43819(24.8)298.55(15.7) 11766(7.1) 2.57.31(15.6) 1.5529(10.4) 167.31(12.6) 


Fiscal Year So Far 
1997-98 1996-97 


Fiscal Year Averag 


General Index tOO.lX) 

MiniiK and Carrying 11.46 

Manuracturing 77.11 

Electricity 11.43 


Capital Market 


BSE Sensitive Index (1978-79=100) 
BSE-100 (1983-84=100) 

BSE'200 (1989-90=100) 

NSE-SO (Nov 3. 1995=10001 
.Skindia GDR kidex (Apr IS. 1994=100) 


100.00 .303.9 305 3(8.1) 282.3(87 ) 302 1(6.5)283.6(11.8) 253.7(9.4) 232.0(6.0) 218.9(2.3) 213.9(0.6) 

11.46 274.4 270.9(6.8) 2.5,3.7(4.4) 269.7(0.9) 267..3(7.4) 248.8(7.5) 231..5(3.5) 223.7(0,6) 222.5(0.6) 

77.11 298.0 .301.3(9.1) 276.1(10 .3) 299..3(7.8) 277.6(1,3.1) 245.4(9.8) 223 .5(6.1) 210.7(2.2)206.2(-0.8) 

11,43 .373 4 .366 4(3.7) .3.53 2(4.2) 3.52.9(3.8) .340.1(8.1) 3I4.6(8..5) 290.0(7.4) 269.9(.5.0) 2.57.0(8.5) 


Sept 12. Mam) 
1997 Ago 


3996(17.8) 4425 
1741(14.0) 1924 
.390(14.7) 429 
1143(15.6) 1248 
7.5.78(f4J) 8.3.67 


1997-98 So Far 


I9Wh 97 
'rough Ptl 


End of Fiicul Year 


.3392(0.9) .3427 4548 2745 4069 .336l(-0,2) 

l.527(-l.2) 1489 1980 1217 1843 l464(-.5.5) 

.340(-2.0) .333 440 27.3 413 .3281-.5.0) 

989 970 129.3 788 1196 na 

66i37(-l9.g) 67.33 86.57 


413 .3281-.5.0) 
1196 na 

90.0 72.76(-7„3) 


3367(3.3) 3261 (-13.7) 
L549(-3.5) 1606(-I2.2) 
345 (-6.3) 368(-l8,2) 
na na 

78.5.3(0.7) 77,99 


Foreign Trade 


July 

1997 

Fiscal Year 5io Far 
1997-98 1996-97 

1996-97 

199.5-% 

1994-95 

1993-94 

1992-93 

1 Exports; Rs crore 


9917 

39493(3.5) 3816.3(2.3.6) 

117.525(105) 

10635.3(28.6) 

82674(18.5) 

69751(299) 

.5.3688(21.9) 

US S mn 


2775 

110.34(1.0) 10924(11.1) 

33106(4.1) 

31797(20.8) 

26.3.30(18.4) 

222.38(20.0) 

185.37(3.8) 

Imports: Ri ciore 


114.39 

46029(8.9) 42266(17.4) 

136844(11.6) 

I22678(.36..3) 

89971 (23.1) 

73101(15.3) 

6.3375(32.41 

US S mn 


3201 

12860(6.3) 12099(5.3) 

38.548(5 1) 

.36678(28.0) 

28654 (22,9) 

2.3.306(6.5) 

21882(12.7) 

Non-POL US $ mn 

2606 

10206(12.1) 9l02(-6.4) 

28931 (-1.0) 

292I4(28..9) 

22727 (29,5) 

17.552(11,2) 

15782(12.3) 

Balance of Trade; 

Rscroie 

-1522 

-6536 -4103 

-19319 

-16325 

-7297 

-3350 

-9687 


USSmn 

-426 

-1826 -1175 

-5442 

-4881 

-2.324 

-1068 

-.3.345 


Poieign Exchange 
Reserves (excluding gold) 


Rs crore 
US t tun 


na nor available * unchanged neg negligible 


Sep 6. 

Mar31. 



1996 

1997 

MotUh 

Ago 

Year 

Ago 

65214 

80375 

1567 

30411 

18229 

22.369 

-100 

7901 


_ Variation Over _ 

Fiscal Year So Far 1996-97 


110.3 5243 


1995-96 



Economic and PoKiical Weekly Se p tember 20.19^; 




















Sectoral Deployment of Gross Bank Credit 


(Kuftti. cron) 


Secior 

Mar2a.l997 

Mar 29,1996 

Mnr 31,1995 

Mar If,1994 

Mar 19,199.1 

Mar 20.1992 

Mar21IV9l 

Mar 23.1990 

Mar 24,1919 

irmmBaliCMkdvl) 

249401(1000) 

231160(1000) 

196985(101)0) 

l56iS7(iaDA) 

147139(1000) 

1260050000) 

1IMI90000) 

102671(1000) 

85711(1000) 

) Food pfocuRnoM cfsdit 

7597(1.0) 

9791(4.2) 

12275(6.2) 

10907(7.0) 

6743(4.6) 

4670(1.7) 

4506(3.8) 

2006(10) 

769(09) 

2 Noa-food fro*t htak cfedh 

24III 1(97.0) 

222069(95.8) 

184710(91.8) 

145950(93.0) 

140396(95.4) 121335(96.1) 

11151.1(96.2) 100665(98.0) 

84959(99.1) 

(A) Piiorii)) Seetoa 

81988(12.9) 

73329(11.6) 

64161(320) 

538*0(14.3) 

49812(13.9) 

45425(16.1) 

4291X36.4) 

4038X19 1) 

34219(39.9) 

(1) Agriculnm 

10*74 

27044 

21983 

2120* 

19963 

181.57 

16750 

16526 

13950 

(2) Snadl-ici)! induilrles 

34113 

1)884 

276.1* 

22617 

20026 

IIISO 

17181 

15541 

131.13 

(3) outer prioiliy Melon 

17001 

14401 

I2S40 

10055 

9841 

9118 

8984 

8314 

7134 

(B) lodwiy (MedhonHil Une) 

100025(401) 

91053(401) 

74672(37.9) 

57165(36.9) 

51616(39.9) 

47090(37.4) 

44508(17 7) 

3«262(37.3) 

1211X375) 

(C)Wholeule Trade 

1I9.1K4.8) 

11980(5.2) 

9749(4,9) 

7330(4.7) 

6969(4 7) 

6154(4.9) 

5910(5 0) 

5472(5 1) 

4767(5 6) 

(1) Coitiw enrp of ladii 

294 

381 

354 

SO 

224 

208 

91 

140 


(2) Fond coip of Indie 

0 

0 

0 

0 

24 

21 

212 

2.10 


(11 Jule crap of India 

0 

0 

0 

8 

122 

70 

62 

54 


(4) Ollier trade 

116.19 

11599 

9395 

7272 

6599 

5853 

5545 

504* 


(D) OHar Seclon 

47865(19.2) 

41707(18.9) 

.36I28(I*..1) 

26875(17.1) 

24959(17.0) 

226660 8.0) 

2018007.1) 

J654K06 1) 

137880 6 1) 

U Eepurt Credit 

28588(11.5) 

29590(12.8) 

2505((I2.7) 

17086(109) 

153560 0 4) 

10294(8.2) 

9186(7 8) 

824X8.0) 

6141(7 it 

III Net BaDkCtbdil 

2462.10 

228l<>8 

192424 

152501 

141800 

11744.1 

109298 

95112 


ijiduMiywiie Deptoyment of Omts Buk Ciedii 









laduetry limall, medium 










»d hige) 

114118(51.8) 

124937(53 9) 

1021)0(51.9) 

80482(51.3) 

78662(53.5) 

65240(SI.8> 

61689(513) 

5380X52.4) 

45120(52 9) 

l CoiU 

576 

488 

475 

457 

340 

246 

229 

178 

210 

2 Inm and iteel 

11.176(4.6) 

8482(3 7) 

6725(3.4) 

4528(19) 

57I0(.1.9) 

.1692(2 9) 

.1292(2 K) 

28.15(2 HI 

2243(2 6) 

1 Other meuli end maal prod 

4987 

3977 

1471 

3199 

2679 

2312 

2227 

1838 

1624 

4 Enflneeiliiy 

22188(9.0) 

25621(11.1) 

21160(107) 

1712700.9) 

1709401.6) 

148420 1 8) 

13931(11 8) 

1250902 2) 

1061X12 4) 

of which; eleetronici 

4762 

5276 

1144 

2512 

2327 

2092 

1874 

1290 


f Ekdricily 

.1271 

2701 

1984 

1425 

1404 

129* 

1152 

1258 

1042 

6 Colton lexliln 

7541(30) 

7502(3-2) 

5907(3 0) 

4802(.1.l) 

4645(3.2) 

427W3 4) 

407.1(3 51 

3659(3 6) 

.1216(3.8) 

7 lute tentilee 

525 

605 

502 

410 

348 

3.10 

139 

.140 

276 

8 Other toedln 

9315 

7802 

6590 

4916 

4653 

.1970 

1761 

1297 

2742 

9 Su(ar 

2502(1.0) 

.1299(1.4) 

2959(1 5) 

1,170(0 9) 

■ 156(09) 

899(07) 

619(0.3) 

647(0 6) 

669(0.8) 

ID Tee 

816 

1113 

1106 

922 

782 

658 

608 

571 

524 

1 1 Food ptocciiing 

1447(1 4) 

110.1(1 3) 

2470(1 3) 

1601(1 0) 

142.1(1 0) 

1241(1 0) 

1216(1.0) 

)0.5WI.O) 


12 Vegetable oili incl vaaaipail 

1928 

1565 

1219 

1075 

1017 

89* 

865 

700 

599 

\\ Tobacco md Tobacco products 897 

1009 

854 

611 

739 

550 

.191 

.179 

297 

14 Paper and paper ptoducn 

2445 

2.166 

2185 

1735 

1595 

1501 

1482 

1346 

1142 

15 Rubber and nibhiu produeli 

I8IV 

174* 

1569 

1196 

1186 

ion 

989 

912 

7*0 

16 ChemicaU. dyea. painli, ele 

15006(6.0) 

16450(6 6) 

12797(6.5) 

10034(6.4) 

10117(6 9) 

8280(6.6) 

7743(6 6) 

6785(6.(1) 

5922(6.9) 

1 Feitlliaera 

2.142 

2108 

1661 

1.540 

171.1 

1157 

1.109 

1075 

1019 

2 Peiin-chemicals 

1801 

1611 

747 

747 

945 

614 

680 

681 


.1 Dnigi and phaimiceuiicala ,1240 

2367 

18.14 

14.19 

1.109 

1127 

987 

10)1 


17 Cement 

1905 

1744 

1515 

1217 

1103 

986 

899 

843 

6fiV 

18 leather and tcaiher prodncli 

2178 

2279 

1848 

1279 

1095 

1086 

998 

931 

6*)i 

19 Oemi and jewellery 

2517 

2785 

2361 

1975 

1624 

1.100 

12.16 

1214 


211 Comiruciion 

2021 

1854 

2032 

1670 

1567 

1.144 

1.121 

1091 

7.19 

21 Pemleum 

3175 

1510 

622 

221 

4.16 

19 

54 

137 


22 SAFAUNS 

0 

2 

10 

.10 

46 

68 

87 

149 

191 

23 Other induiiriea 

1.1281(13.1) 

26640(11 5) 

219.58(11.1) 

1866401 9) 

I78ai02 1) 

141650 1 4) 

14157(12.0* 

III.XRIOO) 

il079G2.9) 

(Figures In bnukelt are percenUfes to gross bank credit) 








A^otiance iancuoned and disbursed by fiiuncial mstituiiiHis 









1996-97 


1995-96 

1994-95 

1993-94 

1992-93 

Institution Snoetkifl Uiibursc- SancriOA Disburse- Sanction Dtsbursc 

Sanciiofl 

1 Disburse- 

SanciKM 

Oiahurae- 


menit tncBli meMt menii mciut 


V AD-Indii Developinciil 


Banka 

43877(-l6.l) 

.12911(9 1) 

3470.1( 118) 

,1017007 9) 

4S011(.59 1) 


•43I44(-17.6) 

110.1619 5) 

.52.1.1X114) 

28.15X16.6) 

4616X616) 

1 IDBl 

170501-4,2) 

114.19(7.0) 

n796(.4 4) 

1069X04) 

18607(490) 


•I6.MX-4 9) 

10781(601 

I7190(..5,0) 

I0I7X-I.0) 

18102(44.9) 

2Ik:i 

72I2(-100| 

515703.0) 

10.100(19 9) 

4561(60 7) 

.5720(52 7> 

3 ICICI 

II606<-20.5) 

909X27.7) 

14.59X0 5) 

7120(15) 

14528(71.1) 

4 SlUBI 

6485(6.9) 

4.58X-» 5) 

6066(29.1) 

4801(41 8) 

4699(40 1) 


'4460(3 6) 

1367(-.1,8) 

4.107(29 9) 

1501(41 1) 

111X60.8) 

5IRBI 

8l6(-9.0) 

350(4.0) 

897(15.1) 

529(12 9) 

77X82.61 

6SCICI 

27071-46.4) 

2086(-15 4) 

.5049(15 7) 

246.501.1) 

1720019 1) 

SpecialiaeJ Bn iastilulioiH 162(2 5) 

22X-04I 

.13.1(1 7) 

2291-7 7) 

35X82 2) 

Invctimeni mattiuliona 

7489(9 1) 

6896(124) 

686.X-1I.4) 

6I14(.5 8) 

I000l(-7 6| 


•748900 71 

689605.2) 

6761(-21.6) 

5984(.|.0) 

88511-10.7) 

lUTl 

363.31-1.4) 

32.3717.3) 

.X>86(-5I.0) 

.1017(-.17.0) 

7S2.X-9 7) 


• .163.X-I 4) 

32.17(7 .1) 

1686(-44.1) 

10I7(-.112) 

662.x-1.1.2) 

M.IC 

2821(20.5) 

2961(17.0) 

2.142(.10.B) 

25.10(88.4) 

1790(7 6) 


•2821(258) 

2961(24.4) 

214U4S.6) 

1180(108.2) 

1540(5.20 

1C1C 

10.1.5(24 0) 

69808.7) 

8.1X21.2) 

.5IIA5.5.I) 

e89(l6 4) 


2J.‘W9(.«2) M207(W7) 
17228(41.1) 28.^8.V44 4) 
I064II(JI 9) I249l(.70.7) 
I0278(27..t) I1962(?J.2) 
28.19(.ll..l) .)74*(.'(l.5) 

6*79(55 9) 8491(47 1) 

15*5(26 7) .1.154(15.1) 

2478(.19.1) 2061(15.8) 

.198(1106) 426(44 9) 

1141(4.1.1) 1698(1111) 
2480 15 5) 197(21 9) 

65I4(-I7.1) 10«2I(-14.)) 
60.19(01.7) 99l.5<-8 4) 

4791(.27.5) *11.1(-19.l) 
4SI6(.11.9) 7627(06 9) 
1.14.1(69 1) l664(-4 4) 

114.1(92 4) 1464(14.1) 

179(0 9 4) 824(47.4) 


Tottl by all-lBdii 

rmnculiiiuliuilow 51727(01.1) 40015(10.0) 61819(8.0) .161S.V14.I) 57262(42.0) 11848(24.1) 40119(11.6) 

Siiteleveliwlinition 7944(166) 52ll(.146) .5814(.15.5) .1872(.12 1) 4291(51.8) 29.12(29.5) 2827(-5.4) 

AlinuKuliMtiiMkia 5*9181-9.7) 4.1.171(12.*) 65268(9.4) .184.17(14.6) .5966.V44 4) 13529(26.1) 41324(11.1) 

'^••K44MedfeM«»4evcliMet4uiliuiioiMt(lo<ira. « Dtu ut mIJiuimI for ill liidii iMer-bniitiiiloul nowt. 
Fltieei ID bneken are percemtir iicmm oveftfaeprevKuiiyiDf. 


1851.1(28 6) 21624(25.9) 

I7228(.12.0l 19664(31.1) 
8071(210) 9556(15 9) 

7677(27 1) 8847(37 7) 

2163(24 8) 2472(1.5) 

4411( .13 1) 5772(41.0) 

2671(24 5 ) 290«(2 2) 

1779(17 8) 1518(11.9) 

189(2 7) 294(.5.8) 

1007(107 2) 761(861) 

110081) I59(l<i.5) 

7877(-l6.2> 12601(115.6) 
6997(-l0.l) 10*29(126.3) 
6612(-ll.5> 10102(1*0.6) 
59.1K-5.9) 91(0(2046) 
794(-4.1.1) 1740(14.9) 

594(-37.1) 1090(-12) 

470( 121) 559(-I4.9) 


14.19K2.1.9) 
11051(27.2) 
6669(15.7) 
6042(26 8) 
I7.3K8 0) 
11IS(4Ij 0) 
2146(5 9) 
1291(9.2) 
IS4(-0J) 
4(6(114 2) 
9K24 0) 
9401(141.1) 
77*3(1.12.9) 
7469(181.*) 
6.102(196.1) 
l.195(.16.4) 
9*S(-1.9) 
3M(I2I.5) 


25621(15.1) 12612(47 6) 22269(4(1) 
2264(0 5) 29S8(-66) 2252(1.6) 

26599(15 1) 3.1565(4.5.2) 11107(45.4) 
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COMPANIES 


EPW R«March F 


ITC 

Rise in Margins 

THEcigarene manufacturing conglomerate, 
rrc, performed well during the year 1996- 
97. The company is the largest contributor 
to the exchequer in the country and enjoys 
a leadership position in its core businesses. 
It is also the largest foreign exchange 
earner in the country and has earned over 
$ I,lOOmnoverthelastfiveyears.Britain's 
BAT Industries presently holds a 31.7 per 
cent stake in the company. 

While the company's net sales and value 
of production improved by 14.9 per cent 
and 10.7 per cent over the previous year, 
operating proflt surged by 29.7 per cent. 
[>etpite steep increases in interest charges 
(up 38.1 per cent), depreciation provision 
(up 32 per cent), and tax provision (up 2S.4 
perceml.thecompony’sl^tomlineclimbed 
by 29.1 per cent over the same period. 

Following the restructuring and consoli¬ 
dation of the company's export operations, 
export of goods (on realisation basis) fell 
marginally by 2.4 per cent during the year 
under review. The company claims that its 
export performance would have been better 
but for the disruptions in exports during the 
peak season due to a government enquiry 
into certain expon transactions. However, 
total foreign exchange earnings improved 
by S.S per cent. Imports, on the other hand, 
spurted by more than 40 per cent. 

With the company's earnings per share 
improving from Rs 10.6 to R.s 13.7, it 
raised the dividend rate from 25 per cent 
in 1993-96 to 40 per cent. Book value to 
moved up from Rs 42.8 per share to Rs 32.3 
per share. 

The company produced 46.094 mn 
cigarettes during die year under review as 
compared to 42,231 mn cigarettes produced 
during the previous year, representing an 
increase of 9.1 per cent. Sale of cigarettes, 
in volume terms, too improved by 11.7 per 
cent from 60,972 mn to 68,126 mn, while 
that in value terms increased by 20 per cent. 

The company's hotel business too saw 
an improve-meni in perfottiuince. notching 
an increase of 16 per cent in both turnover 
and foreign exch^ge earnings, despite a 
slow-down in tourist arrivals. The company's 
flagship, Mautya Sheraton Hotel and Towers, 
which is operated and marketed by ITC 
Hotels, has further consolidated its position 
as one of the leading upmarket. busines.s- ’ 
traveller-oriented hotels in the country. 
The company has undertaken an expansion 
ptografiuiK to augment the hotel's capacity. 

The company's packaging and printing 
division is a leader in the cigarette and liquor 
packaging segments. It has also built a strong 
entry position on the export front with 
growing sales of cigarette packaging to 
BAT subsidiaries in Africa and central Asia. 


On (he speciality paper front, however, 
the world paper industry is presently going 
through a severe tecessioiu thus triggering 
an intense price competition among players 
in this industry. This and the reduction in 
import duties on most grades of paper to 
20 peiceminthe 1996budget have increased 
competition and also resulted in an increased 
gestation period fur the company's invest¬ 
ments in the modernisation and expansion 
of its TVibeni Mill. ITC claims that it has 
introduced several initialives to moke the 
mill quality and cost competitive, including 
focusing on selected product segments, 
greater export thrust and an operations 
improvement programme in collaboration 
with a specialist consulting firm. 

The company has undertaken a massive 
modernisation progiammc in an endeavour 
to remain globally competitive and has 
already invested Rs 300 crore to date. 
Investments of Rs 830 crore have been 
planned over the next five years. The 
company plans to set up a new cigarette 
manufacturing unit near Bangalore at a 
total outlay of Rs 330 cn>re. The new unit, 
which will have a capacity to pnxlucc 100 
mn cigarettes a day in the first phase, is 
expected to commence production in the 
latter half of 1999. AHer the project has 
been completed, the capacity will increase 
to 300 mn cigarettes per day. The company 
already has four units and has plans to 
double Its output over the next six years. 

ITC has also entered into agreements 
with Ardath Tobacco Company, U K. and 
Benson & Hedges (Overseas), UK, both 
subsidiaries of British American Tobacco 
(Holdings). UK, for licensing, including 
manufacture and sale in India, of some of 
BAT'S International Brands. 

The company's shares currently quote at 
around Rs 330 on the bourses, discounting 
its 1996-97 earnings per share by 40 times. 

CROMPTON GREAVES 

Market Slump 

An L M Thapar group company, Crompton 
Greaves is engaged in the manufacture of 
engineering electricals such as transformers, 
reactors and accessories thereof, switchgear, 
control equipment and accessories thereof, 
motors, alternators and pumps, electrical 
steel stamping and laminates, electrical fans, 
ventilation and pollution control systems, 
lighting-electric lamps, communications, 
computer systems, software and accessories. 

The year l9%-97 proved to be grim for 
the company when it saw its bottonihne 
plummeting by 32 per cent over the previous 
year. The main culprits responsible for the 
company’s poor performance seem to be 
the meagre rise in net sales (up 0.8 per cent) 
and value of production (up 1.6 per cent), 
a steep increase in interest charges (up 34.9 
per cent) and depreciation provision (up 


30.7 per cent). The disappointing rise 
offtake can be attributed to the slow-dowi 
in the electrical equipment industry becauq 
there were few new power projects tak-. 
up during the year. 

With earnings per share falling fron 
Rs 14.1 last yeas to Rs 3.9, the compjur, 
had to cut dividend rate from SO per coi 
in 1993-96 to 23 per cent. Book value pe 
share, however, moved up from Rs 83. 3 pc 
share to Rs 107.2 per share. But this wx 
more due to the conversion of Globa 


Depository Receipts (GDR) issued dunn; 
the year and the premium garnered thereon 
than due to any increase in profits. TM 
company access^ the inlcnuitional markJ 
with a $ SO mn GDR issue which was fulM 
subscribed at Rs 263 per GDR. Consequeii 
to the issue, 66,13,7M GDRs and on equ J 
number of underlying equity shares of M 
10 each were allotted during the year. 1 
Further, with the amalgamation of iil 
subsidiaries, Indocom Industries aol 
lAimino Lamps, with the company, it issuJ 
a further 31,366 equity shares to ihl 
shareholders of Lumino Industries. Ml 
shares were allotted on the amalgamatiJ 
of indoconi Industries as this company 
already 100 per cent subsidiary of Crompta 
Greaves. I 

Sale of motors, oliemainrs and pumj 
(the largest contributors to the companji 
turnover) rose from 8.40,727 units last yd 
to 9,72,707 units, representing an incird 
of 15.7 per cent over the previous year. ■ 
value terms sales improv^ from Rs 37jR 
crore to 386.7 crore over the same pend 
an increase of 4 per cent. I 

The company is now building a grid-lid 
system that enables the wind energy turbid 
to run at low wind speeds and connect ■ 
the grid at varying frequency. Td 
asynchronous link sy.siem, which is bed 
built in technical association with d 
Transformers of the US, may help modd 
wind power generadon to overcome d; 
barrier of poor yield ot energy and cut di- 
payback time on such energy projecu I 
is also expected to lead to better readd, 
power management and reduce the impd 
of power from the grid by the wind cned 
farms. The system reportedly elimiiuS 
the denciencies in existing goierators ad 
improves energy capture up to 18 per cid 
The company’s stock presently quoted 
around Rs 77 on the bourses, diicouiad 
its 1996-97 earnings per share by 13 tind 

GLOBAL TELE-SYSTEMS ■ 

Rescued by Telecom d 

Global Tele-Systems saw miidl 
performance in 1996-97. The compaiifl 
net sales and value of produciiB* 
improved by 16.8 per cent and opersid^ 
proflt waa higher by 20.9 per cent od: 
the previous year. However, a sleep id. 
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97.28 
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106.28 
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77.01 
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33 Giom value added to 

139.69 

1.14 45 
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gross fixed assets (%) 

34 Return on investment 
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36 Opeimmg profit to sales (%) 
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24.16 
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17.8.1 

2.22 

5.83 

6 25 
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profit befoic ux (%) 
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41.56 
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NA 
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8..S6 
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15.67 
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42.31 
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18.11 
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10 value of production {%) 
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5.69 

1.1.27 
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2.04 
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34.41 

13.72 
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-7.77 

27.52 

24.60 

39.67 

16.60 

171.14 
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in imereti charges (up 73 per cent), 
depreciation provision (up 70.4 per cent) 
and tax provision (up 310.S per cent) 
resulted in the company’s bottomline 
declining by almost 50 per cent over the 
.same period. 

Earnings per share were drastically 
reduced fmm Rs 17.3 to Rt 8.6 and book 
value only managed to edge up from 
Rs 56.2 per share to R.s 62.8 per shaie. 
Despite the fall in net proru and earnings 
per share, the company raised the dividend 
rate from 22.5 per cent last year to 25 per 
cent. 

Ounng the year under review, sale of 
subscriber end terminal equipment fell 
fromRs 145.7 crore to Rs 111.1 croie, 
representing a fall of 31.1 per cent. The 
equipment included fax. K'TS. cordless 
phones, cellular phonc.s. paging systems, 
pagers and misccJIaneou.s user terminal 
equipment, and puns and accessories 
thereof. Sale of wireless, antenna and 
telecom communication equipment too fell 
drastically from Rs 22.3 crore last year to 
Rs 1.3 crore. 

However, the improvement in business 
in projects, enterprise networking and 
telecom related equipment more than 
made up for the loss in turnover in the 
other businesses. Here, sales improved 
from R.s 146.6 erorc to Rs 234.2 crore, 
which is an improvmcnt of 62.6 percent. 
Equipment in this segment included 
computers, hardware, software and other 
telecom related equipment and systems, 
its parts, sparcs/accessones thereof for 
projects, enterprise networking, etc. 

The company issued Foreign Currency 
Convertible Ronds (FCCBs) aggregating 
Swiss francs (SFr) 60 mn in November 
19%.Thc FCCB holders have an option 
to convert the bunds into equity shares 
any time from April I. 1997 to Oclober 
31, 2003 at a fixed conversum price of 
Rs 89 pci share. Accordingly. FCCB 
holdcr.s exercised Ihcir option (or 
conversion of FCCBs amounting to SFr 
2.30.000 which would convert into 73,630 
equity share.s. In addition, the company 
al.su privately placed 2.00.000 17.5 per 
cent cumulative redeemable preference 
shares of Rs l(K) each aggregating Rs 2 
crore (with a maturity of 18 months) with 
Bajaj Auto. 

Gohal Tele-Systems has now connected 
its distribution and service centres for 
data, voice and transmission, through leased 
lines, dial up facility in Occember 1996. 
Further, the company has also ctnnpieted 
installations of cniciprise-onenied itaourccs 
software in collaboration with RAMCO. 
It has installed E-mail and modem 
communication facilities aerross nine major 
centres and it intends to expand the same 
nationally. 

Meanwhile, the company's share price 
quotes at around Rs 84 on the bowao, 
discounting its latest eainings per share by 
9.8 limes. 



CIVIL LIBERTIES 

Custodial Torture 

A G Noorani 


Asdinsi the background of the growing incidence of torture in 
custody, the II “requirements to he followed in all cases of arrest or 
detention " listed by the Supreme Court in a recent judgment deserve 
wide attention. Will parliament at last bestir itself to legislate? 


IN (he section on Iivdiu, Amnesty International's 
Annual Report I'or 1997 records; 'Torture, 
including tape, and ill-treauncnt wereeitdemic 
throughoui the country. Victims included 
suspected political oclivists.criminal suspects, 
people f'nim underprivileged .sections of sTKiicty 
and those defending their economic and social 
rights. Torture was used to cstracl information 
Irani common criminal suspects and to 
humiliate and degrade detainees.” 

It firocceds incite specinc, illustrative cases 
- Finrz Ahmed Ganai in Sonawar, Kashmir; 
Parkash Singh and Nirmal Kaur from Nuhha, 
Puniah. Rajcsh. a 14-year old rag-picker in 
Kerala; and some cases in Uttar Pradesh. 

At least 200 people were rcportc-d to have 
died in the cusnxly of police, sccunty forces 
and prison officials, many following torture. 
The figure may be higher; the NHRC 
recorded 159 deaths in custody in the first 
three months ol 1996.. .Although the number 
of cases of torture and dcatli in custody in 
which compensation was awarded increased 
-1 n u number of cases on the recomme ndal ion 
ol the NHRC - there were few convictions. 
In a rare example, two police officers were 
finudaind sentenced in August tonne year's 
imprisonment for the torture of Archana 
Guha in Calcutta in 1974. after a 2Q-year 
legal battle by her brother. Both officers 
appealed to the high court, but the outcome 
wu.-, not known at the end of the year. 

Both the NHRC and the Supreme Court 
spoke of the harsh conditions in which most 
prisoners wen: kq>t. The NHRC proposed 
changes to the India Prisons Act, rep^ing 
that s^une prisoners were kept in shackles 
for long periods The Supreme Court called 
on the prison authorities to end torture and 
overcrowding. 

It IS all to the good, therelore. that the 
SiiiHemc Court has pursued the directives it 
issued ic the siate.s on December 18. 1996 in 
f) K Basu vs State ol West Bengal and Ashok 
K John vs Slate of Uttar Pradesh (1997) S C 
C 416. It has asked them to explain how fur 
the directives were implemcnicd. 

The executive ehairman. Legal Aid Serviecs. 
West Bengal, an NCO, addressed a letter to 
die cliicf justice of India drawing his attention 
to certain news items published in The 
Telegraph of July 20, 21 and 22, 1986 and in 
The Shilesman and Indian Express of August 
17, 1986 regarding deaths in police lock-ups 
and in cusrody. The court treated it as a writ 
(leiiiion as it did another such letter by Ashok 
K Johri on a similar matter in UP. 

The court recalled Ihe I I3lh Report of the 
Law Commission and its recommendation to 
insert us Sirciion 114-R in (he Indian Evidence 


Act a provision casting the onus of proof on 
the police in cases of custodial deaths. In a 
carefully considered Judgment by Justice A S 
Anand on behalf of himself andjustice Kuldip 
Singh, It was observed that "The challenge of 
terronsm must be met with innovative ideas 
and approach. Stale terrorism is no answer to 
combat terronsm. Stale terrorism would only 
provide legilim^y to 'terrorism'. That would 
he bad for the state, the community and above 
all for the Rule of Law. The slate must, 
(hcrefurc. ensure thal various agencies deployed 
by ii for combating terronsm act within the 
hounds of law and not become law unto 
themselves. That the terrorist has violated 
human nghls of innocent ciliiccns may render 
him liable for punishment but it cannot justify 
the violation of his human rights except in tlw 
manner permitted by law.” 

Tito coun proceeded 10 list 11 “retjuirements 
to he followed inallcasesof arrest ru'dcteniion 
till legal provisions are made in that behalf as 
preventive measures". Will this prompt 
parliament to bestir itself to legislate? The 
requirements listed by the court bear 
reproduction in extenso: 

( I) The police personnel carrying out the 
arrest and handling the interrogation of the 
arrestee should bear accurate, visible and 
clear identification and name tags with their 
designations. ITic particulars of all such 
police personnel who handle interrogation 
of ihc arrcsiee'must be recorded in a register. 
(2} I'he police officer carry i ng oul the arresi 
of the arrestee shall prepare a memoof arrest 
at iIk lime of arrest and such memo shall 
be utte.sled by at least one witness who may 
be either a member of the family of the 
arrestee or a respectable person of the locality 
from where the arrest is made. It shall also 
he countersigned by the arrestee and shall 
contain Ihc time arid date of arrest. 

<^) A person who has been arrested or 
detained and is being held in custody in a 
pol i cc station or interrogation centre or ol her 
lock-up shall he eniitM to have one friend 
or relative or other person known to him or 
having interesun his welfare being intormed. 
a.s soon as practicable that he has been 
arrested and is being detained at the particular 
place, unless the altesimg witness of Ihe 
memo of arrest is himself such a fri«id or 
a relative of the anesiec. 

(4) The time, place of arrest and venue of 
custody of an arrestee must he notified by 
the police where the next friend or relative 
of the arrestee lives outside the district or 
town through the Legal Aid Organisation 
in Ihe district and the police station of the 
area concerned telegraphically within a 
period of 8 to 12 hours after the arrest. 


(5) The person arrested must be made aw« 
of this right to have someone informed g 
his arrest or detention as soon as he is p, 
under arrest or is detained. 

(6) An entry must be made in the diary - 
the place of detention regarding the am 
of the person which shall also diKlose i) 
name of the next friend of the person 
has been informed of the arrest and g 
names and particulars of the police offirii* 
in whose custody the oneslee is. 

(7) Tbearresteeabould, wherehesoicque] 
he also examined, at the time of his am 
and major and minor injuries, if any, picst 
on his/lKr body, must be recorded at th 
lime. The “i nspection memo” must be sigis 
both by the arrestee and the police offic 
effecting the arrest and its copy providi 
to the arrestee. 


(8) The arrestee should he subjected 
medical examination by a trained (kxr 
every 48 hours during his detention in cusim 
by a doctor on Ihe panel of approved dock 
appointed by director. Health Services of f 
concerned state or union territory. Din» 
Health Services should prepare such a fhI 
for all tehsils and districts as well. ■ 

(9) Copies of all the documents includl 
the memo ol arrest referred to above shol 
be sent to the ] llaqa Magistrate forhit reofl 

(10) The arrestee may be permitted to nfl 

his lawyer during interrogation though I 
throughout the interrogation. ■ 

(11) A police control room should■ 
provided at all district and state hcadquanl 
where information regarding the arrest il 
the place of custody of Ihe arretitee shill 
communicated by the officer causing! 
arrest. Within l2hoursufen'ectingthcin 
and at the police comtol room it shouUl 
displayed on a conspicuous notice ho! 
Failure to comply with the requiremi 
hereinabove mentioned shall span fl 
rendenng the concerned official liahti 
departmental action, also render him liM 
to be punished for contempt of court I 
the proceedings for contempt of court! 
be instituted in any high court of the cou! 
having icrmorialjunsdictionover them! 

The requirements, referred to above.! 
from Articles 21 and22(l)otlheConstiii! 
and need lo be strictly followed. I 
The court proceed to consider "ptx! 
iiKasures” and held it had the power to a! 
monetary compensation to (be vietiin ! 
“paid by Ihe state”. But. surely it has p! 
also tuorderpayment by the oificial pcrsi« 
That provides a good deterrent. One hops 
the court will, in a suitable case, striked! 
as unconstitutional Section 12(c) oH 
Protection of Human Rights Act, 199.1 v 
obligates the National Human 
Commission (NHRC) to provide 
"intimation” to the slate ^ermneni bfl 
visiting any jail or detente centre. IV 
unreasonable restriction and is viotadfl ' 
Article 21 of the Constitution; for, it layifl i 
a grossly unreasonable procedure. The V 
in prison is deprived of free access M 
NHRC, a body presided over by afornvrH 
Justice of India. Ctwic to think of It. i hiy I 
is only a little letter than that of the pV j 
have access to prisons. H 
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JAMMU AND KASHMIR 

Long Haul amidst Log-Jam 

Gautam Navlakha 

With the demand for autonomy of Jammu and Kashmir pushed into 
the distant future, the civilian government meekly submitting to the 
diktats of the security forces and the Indian intelligentsia continuing 
to remain indifferent to the real issues, there is little hope that the 
easing of tension between India and Pakistan will affect a change in 
the situation in the state. 


WHBN the foreign lecretories of India and 
Pakiiuui agreed to set up eight Joint Working 
Groups (JWG) including one on Jammu and 
Kashmir, it appeared as a step towards defusing 
tensions, even though the likelihood of the 
resolution of all outstanding problems that 
have bedevilled relations in the past five 
decodesappearsdistant. However, the decision 
to hold dialogue through the mechanism of 
eight ‘inter-linked’ JWGs is in itselfimportant 
in contrast to the two governments’ propensity 
toengage in war-hysteria andcncourage hate- 
mongering. Indeed it was the first time since 
the Simla Pact 1972 that the two countries 
are discussing J and K. Prior to that it was 
in 19S3 tfollowing the arrest of Sheikh 
Abdullah) and 1962-6} (as a re.suh of Sino- 
Indian war) that J and K figured in discussions. 
In other words it is external factors that pushed 
India to agree tohold the short-liveddialogue. 
Nevertheless even these short-liveddialogues 
bring out that between India's insistence that 
J and K is an ‘integral part’ of India and 
Pakistan’s claim that it is an unresolved issue 
following the partition, the point of conver¬ 
gence is (hat there is neither a third party, 
namely, people of J and K divided hy the Line 
of Control, nor is there a third option of 
independence. In other words the two agree 
that the dispute has territorial dimension 
divorced from the aspirations of the people 
of divided J and K. 

In privileging territory over people the 
official perceptions perceive the opponents 
as fighting a proxy-war and therefore the 
distinction between the movement and (he 
armed militants is obiiieraied. This reasoning 
informs the policy followed hy the govern¬ 
ment of India when it Is confronted with any¬ 
one demanding autonomy or independence. 
This allows social ine<|ualilies and regional 
uisparities to recede into the background or 
emerge crudely intheformofcreatingemploy- 
ment in governmcM service primarily in police 
nr para-military forces. And enables the 
government to escape responsibility for caus¬ 
ing the conditions which makes people seek 
solution in fonn of opting out of Indian union. 

Miutaky in Contkol 

In the coae of J and K central government 
has eroded the internal autonomy making it 
in several respects worse off than other stales 


in Indian union. For instance unlike other 
states its jurisdiction today excludes law and 
order. The Armed Forces Special Powers Act 
(AFSPA) through Section 3 removes all 
vestiges of civil authority. It gives the security 
forces power of life and death. It permits them 
to: use force even to causing of death (S 4a); 
destroy any structure (S 4b); arrest without 
warrant (S 4c); to search any premises (S 4d); 
and all this on mete suspicion. For all this 
immunity isprovided for acts committed under 
this act (S 6). In fact even in the rare of the 
rare instance where security personnel arc 
pnnccuied judiciary cannot prosecute them, 
hut merely direct that compensation is paid to 
the victims. Since the act has not been 
withdrawn in J and K, powers of the civilian 
government are little better than those of a 
municipal body. Recently in an interview 
U General Krishna Pal. Commander of 15 
corps and security advisor to the state 
government of J and K, said that “as long as 
(he state police is not fully prepared In take 
control, (he army and the pora-military forces 
should not go hack to (he barracks". And 
asserted that "as soon os these (AFSPA) ore 
withdrawn (he army will go ui the barracks 
as there will be no legal cover for it’’. Of course 
there is much that is inconcct in (his because 
S 45 and 475 of CRPC ami S 139 o( IPC 
provides protection from prosecution. This 
implies that the ‘armed forces of the Union’ 
ore chary of relinquishing control. 

Soon after the National Conference took 
over the reins of government, in October 1996, 
as a mark of protest about the criticism levelled 
against them ‘armed forces of the Union’ 
removed all vehicle checking posts. Thu was 
meant to show that the forecs are their own 
masters and their non-cooperation can prove 
costly. In order to placate them the state 
government swiftly back-tracked and for the 
first time in independent India appointed 
serving generals as head of the Unified 
Command. Again the HRC being set-up in the 
state excludes from its puiview crimes 
committed by the security forces (just as in 
the case of NHRC). It will also investigate 
violatioas fronx the date of iu inception. It 
therefore came as no surprise when the ‘armed 
force of the Union' began to assen themselves 
to claim a laiger role for ibemselves. In early 
June COC of 8 Mountain Division Major- 


General J B $ Yadav alleged that “Pakistan 
has succeeded in using the state assembly for 
raising the issue of human rights violations by 
the security forces”. His ire was directed at 
MLAs who had narrated instances of atrociiies 
in the assembly, ihe BSP MLA from Doda who 
alleged that the village defence committees set 
up hy the security forces arc ‘profewional 
goons indulging in tool and plunder'. The 
point (u note is that officers of security forces 
arc confident that they can get away with 
outrageous behaviour and statements. Not 
surprisingly another Major-General Y Bahl 
(General Staff, NonhemCummandidemanded 
that they be 'consulted' on any policy matter 
arfccting the future of J and K because of tbe 
long-term security implications. Obviously 
civilian coniro) over armed forces has deci ined 
as iheir operational cnnirol over large parts of 
the country increased. 

However, this does nol meanihot ihe slate 
government can be absolved of responsibility, 
i-eadership of National Conference and the 
state Congress have time and again submitted 
to (hedikutsof (hecentral government.Storting 
with the dismantling of the natiogal militia in 
I948.dclaying landrefoims 1948-52, dismissal 
and arrest of Sheikh Abdullah under trumped 
up charges in 1953. to the centre's interference 
in running of state administration to the point 
where state governments after 1962 sur^ved 
at (he whim of ihc centre Above all they 
allowed the vcnUe locnpple the slate rmancially 
where it came to depend entirely on the 
munitleencc of the centre to even cover its 
revenue expenditure Successive state 
governments went ahead using draconian laws 
such os Ihe Public Safely Act 1978 (“acting 
in any manner preiudicial to the security of 
the State...(and) to Ihe nuintenance of public 
order"] in order (o manage the political fallout 
of subverting internal autonomy. Indeed it u 
ironical th.K the CM told the stale assembly 
on September 2 while opposing a resolutton 
that asked lor “restoration of autonomy" that 
ihere exist “apprehensions among people that 
it laulonomy) would lead 10 secession...from 
India". Yci m less than a week tbe CM was 
saying that “1 w )edo nol want anything special. 
It is what they have promised us underthe 1952 
Delhi Agreement". Refusing lo lake any 
substantive step is an attempt at giving the 
impression of progress where none exists in 
reality. Because with the resignation of Karan 
Singh and his replacement with Mohinuddm 
Shah Ihe work of the committee has been 
delayed, tn this sense the so-coileddebaieover 
Article 370 and quantum of autonomy for J 
and K IS a simulated debate. 

Unoerbei.i V OF Miutaky 

Be that as it may. The role of the political 
parties in J and K arouses suspicion.']^ Mast 
at the MLA hostel on June 29 in which four 
persons died was reportedly caused by a 
Congressman and another Pandieis Pwty 
leader. The recent exchange between Ihe tUae 
home mmiiter Ali Mohammed Sagar wiA the' 
renegade leaders laved Shah (now a Nmkwial 
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Conference member of the upper houM) and 
HilalHaidarloo is signincaoL Ren^adct were 
deployed to thwart a general strike on May 21 
called by the APHC to mark the seventh 
anniversary of Mirwaiz Mauivi Farooq'i 
killing. The renegades travelled in blue bullet¬ 
proof gypsies used by the Special Operational 
Group uftheJK police and began brow-bcati ng 
the people. When people protested they opened 
Are in the busy La! Chowk area of Srinagar. 
The minister blamed the renegades only to rind 
them claiming that they had been sent by the 
government to break the general strike. And 
complained that “if the government wants us 
to do the dirty work, they should be ready to 
own up our mistakes too''. With the APHC 
deciding to break out of the dependence on 
the mosques and to show they can mobilise 
people, accusations of intimidation and 
harassment are on the increase. In fact on June 
24 some of the JKLF leaders were arrested for 
canvassing support for the June 27 strike in 
Sruagar. Agoindcspitethechaigcyof extortion, 
abduction for ransom, killing, etc. against the 
renegades, they ore being used and inducted 
into secuniy forces. In Ananinag city alone 
there ore 1,200 renegades enrolled as Special 
Police Officials (SPO). Two battalions of the 
Imlia Reserve Police Force have been raised 
and another two ITBP battalions arc being 
raised. 

There have been frequent protests against 
tbe security forces for commuting excesses 
while conducung raids. On June 14 Shabir 
Shah was injured in a police lathi charge when 
he led protests against atrocities by security 
forces. Other APHC leaden have been atiacked 
and periodically detained for heading 
demonsuations. Those who have helped the 
movement by recording or documenting 
atrncities have been arrested. On May 9 G M 
Bhat of Institute of Kashmir Studies was 
ancsted. For three days be was imerrogaicd 
and beaten while his friends moved the court 
and made enquiries. There have also been 
several spontaneous protests by people. In late 
March in Batmatooarcaot Snnagarweek long 
searches were conducted and youth picked up, 
but when women protested police opened fire 
on them. Predictably, allegations aiedismisscd 
after 'lavesligalion'. General Bahl of the 
Northern Command claimed that out of SS2 
complaints received between January 1990 
and March 1997, SSO have beea investigated. 
As many a.s S28 of these were found to be 
unfounded and only 22, i e. less than 5 per 
cent found to be true in wliich S2 personnel 
have been punished. 18 dismissed, three 
cashiered, eight given rigourous imprisonment 
while 21 "severely reprimanded” and two had 
their ranks rcduc^. And now comes tbe latest 
army handout which claims that between 
January 1990 and June 1997, 584 complaints 
were received in J and K, 578 were investigated. 
556 were louitd to be false, 22 cases were 
found conect and led to convictioas of 56 
soldiers. That the cases found to be correct 
between the two versions did not vary is most 
instructive, marred by the discrepancy in the 
two versions of the number of pcnonnel con¬ 
victed. Bui low strike latefless than 5 percent) 
is not surprising when the agency that 


investigates is the agency accused of commit¬ 
ting thecrime. Chief minister Farooq Abdullah 
wrote to the union home minister pointing out 
that since the CRPF. BSF and army had been 
keptout of the purview of the natkmal and state 
levelhuinanrightscomiiHtsionafannalinvesti- 
gat lag agency needed to be set up to probe into 
complaints against them. (The UHM bureau¬ 
crats leaked this oflicial communication to 
The Hindustan Times to embarrass the CM). 
Significantly, the NHRC hat acknowledged 
that its powers under Section 19 of the 
Protection of Human Rights Act, 1993 “are 
widely viewed as inadequate when it conies 
to inquiry and investigation in respect of 
complaints of violations by the armed forces”. 

Moreover, these figures carry no account of 
the crime. For instance on March 9 bodies of 
fourHizbuI Mujahideen leaders were recovered 
from outskirts of Srinagar who allegedly died 
in 'encounter*. But it was later admitted by the 
chief secietaiy of the J and K that they had been 
arrested on March 5 in Abt Guzre locality of 
Srinagar. Simi larly officers denied the tlleg^n 
of rape and molestation at Wawoosa vilfaige in 
the ilistnci of Budgam and dismitied them as 
being ‘fake’. However, slate home minister 
admitted in the state assembly that some women 
were molested. When members of the J and K 
assembly alle^ custodial killings in Doda 
disirici die minister said that in four cases FIRs 
were lodged and in one case of ki lling of Bashir 
Alimed a magiiterial inquiry wa.s oideied. Do 
any of these instances figure in the statistics 
churned out bythe security forces? 

MlUrrANTY UNDER CONTROL 

Since success of government policy is 
measured in terms of suppression of militancy, 
current pronouncemenls become interesting. 
According to the state home minister All 
Mohammad Sagar there has been a 25 per cent 
decline in militancy. Compared to 1,600 
incidents between Januory-April last year 
during the same period this year the numbers 
came down to 1,200. Also compared to 600 
incidents of ‘cross fire' in which 29 persons 
lust their lives the number come down to 264 
incidents in which 21 persons died. Again 
compared to the kil li ng 01949persons last year 
during the above mentioned period 718 persons 
lost their lives this year. Number of militant 
outfits. 178 some years back, there are few that 
remain. The ministerclaimcd that in past eight 
yean I7,62lpersoiiswerekilledofthesc7,500 
were civilians, 7.600woe militants and 1,200 
security personnel. In all 16,620 cases were 
regi siered during 1989-96and 15326 suspected 
militants arrested and 1.342 persons continue 
to be detained under TADA in J and K jails. 
In ofdertoappear tohave suppressed militancy 
It is claimed by General Y Bahl. General Staff 
Noiihcrn Command, that militancy will peter 
out by 1997-98 and that since October 19^ 
of the 230 instances of violence in the vall^, 
168 incidents or 73 per cent were not related 
to militancy! Going by news reports based on 
daily official handouL death toll throughout 
1997 has not fallen below five per day and 
lately it has been above 10. And most notably 
the body count of security forces has shown 
on upward trend. 


The official toll Inclwlei only ihote whoi 
detentioii/airest were regisleted. Pairiy lar 
number of people are detained wMioat IuukIIl 
over die accused to tbe police. AcconUag | 
APHC there have been 2.000 extra-judicu 
killings since 1989. A diary recover^ ftoi 
aitatepoliceo(nccrrevcab22fakBeiicouaien 
The diary carries names of victims, nimM t 
ofTtcen ‘as s ig n ed the job', dale of executioi 
names of police constables who assisted ih 
officers. Victinu were mostly from Jaaun 
region and none had anything to do wit 
miUiancy. This was tbe direct result of polk 
introduced by lagmohan as governor. A 

procediaes laid down under law were violatei 
Hospitals which are supposed to record a 
medico-legal cases were stopped from doin 
this. Police stations to which those ancsted i 
detained were to be handed over recorded onl 
those cases approved by Ihe 'armed forees o 
the Union’. ITie various massacres in 1990 i 
which thousands lost their lives find paitii 
mention in ofTKial records. During the chk 
justiceship of Syed Rizvi 2,000 habeas corpu. 
of those missing were filed. Administratm 
refused to entertain any of the couit orden 
In short these figures are less than Inithful 
What is important ii that the COI exaggerate 
or underplays the strength of the militants an 
‘militant related incidentt' as and when i 
suits it. 

For instance the IG of BSF Appasahab A llti 
said that militancy had not died and in fact had 
yet to be contained, in contrast GOC-in-C 
of the Northern Command General S 
Padmanabhan says that they are “acting in i 
desperate manner and ore a disorganis^ kl 
today”. Or consider the other Tmth’ mst 
J and K which has to do with nunifier«( 
militants. The director general of polict 
Gurbachan Singh Jagat says that ”(t)hm m 
abotit 2.000 aclive mililanU in^ valley. Ba 
the involvemcm of Ihe Kashmiriyouth is v' 
more than 5 per cent". On the olher had 
security advisor to the state government Li 
General Krishna Pal claimed that there ha 
been a decline in militancy and number a 
them present in (he valley was not more thr 
500 out ot which 250 were foreigner! 
Notwithstanding the elasikily of such fact 
what stands out is that to fight betw e e n 5(1 
and 2,000 there is a disp rop ortionately m» 
live six lakh troops deployed, tbe army akx 
having 110 battalions in the valley. 

With the nearly six lakh troop depkiymca 
killings in excess of 40,000. incarceratioii« 
20.000 persons in Ihe past eight yean, a 2 
per cent reduction in militancy omounU in 
failure of Ihe government’s miliiaritli 
approach. The huge deployment of force: 
fi^l 500-2,000militants is Ihe strangest pit 
oflhat.lt is this that aggravated Ihe condkni 
where large numbers took to amu. Tbe fail 
is all the more striking because in Decent 
1989 there were only 300 mi lilanli in J and 
and large peaceful demonstrations dominai 
the scene. Tliat is to say Hut the escalatioa 
militancy is a direct result of GOI't mlliurii 
approach. 

While this policy of annihilatioo of mlliW 
carries on it covers up other long-w 
implications which need to beconikleicd ' 
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tnftMce how much docf h cott the Indun 
people. Reportedly the OOl hu ipetit R* 9.000 
crore on militeiy opentkm*. While one wiils 
for futtber information on this theie is some 
evidence of social impact of iniurtency. A 
recent study [Tatiaes and ManifcMuiion of 
VMenceon Kashmir Minds' by Muzanil JaledJ 
suggests that 80 per cent of Kashmiri popu laiion 
IS tufferiog from mild to severe ^ychiotric 
disorders since 1989. The demand for 
psychotropic medicines is almost 90 per cent 
bigherthanin 1988-89. The number of Forivin 
uddicts increased by 80 per ccm. Anxiety 
neurosis, depression (MPD) and hysteria 
(neurotic problem among young fimuiles) nre 
common. Post-traumatic stress disorder iclaicd 
generally to catastrophic events ore on ihe 
rise.' Fur sure miiilanis cannot escape birme. 
However, the fact is that GOI suppressed 
peaceful aitlculation of people’s aspirations 
and compelled them to take up arms. The 
averwfaelming presence of the security forces 
and immunity given to them combined with 
ihecloiuieof avenues of rodressalhavecreaied 
a toiid loss of conTidcKP in Ihe capacity of 
the Indian stale to be just and mindful of 
people's conccflisand issingicmo.si important 
taclor behind trauma which lius acquired 
epidemic propurtion. 

For sure over the po-st 11 months of the 
Fuiuoq Abdullah government appaientchanges 
have taken place such as in the deployment 
of security forces. In Srinagar J and K police 
IS 10 replace CRPF gradually. However, in 
'vulnerable' areas CRPF will maimain taw and 
order and vital installations, checkpoims. drop 
gales It all exit and emry points, are to be 
guarded by Ihe army and 8SF. The army 
deployed over 90 km stretch of the Mohar 
sector on the ouiskins of the Kashmir vall^ 
will soon be replaced with BSF. If this 
experimeM 'works' more troops might be 
pulled off. “We have begun the process of 
giving larger responsibilities to the state and 
pan-miliiaiy forces, but will move tunher 
only if it yields results". Also the field 
fonnations of BSF will no longer take orders 
from RR. There is no denying that this is a 
welcoiiic step. However, replacement of the 
central forces by the state police is marred by 
the fact that the IPS oflicer cadre n (rom 
outside the state and therc has not been a cadre 
review since 1973 Iheieby local officers have 
been denied promotion. A^ntheSpecialTosk 
Force and Special Operations Group 
comprising renegades ore commandeered by 
non-J and K IPS oifioen and accompanied by 
one of the security forces. This it intended to 
project that killings are due to iiuernecine 
conflicts among the militants as well as to 
thaw that Kashmiris are being killed by fellow 
Kashmiris. Moreover, s shift from the army 
0 the BSF or the CRPF is in response to 
imwingtticideaceofhidiKiplinebeiagpassed 
>ff as 'battle stress’. The June 16 incident in 
tfticb an army havildar killed four officers 
efoie shooting himself was otiribuied to this, 
'inre then Iheie have been two more reported 
Kideats that look place on August 22 ut 

I am gmeftil to Muzaniil Jaleel fqr shoring 
III Inforaiaiion. 
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which seven penoMwl died bringing the loud 
reported cases to seven this ye«r. The obvious 
fail behind these Incidents is that the soldier 
is expected to treat Kashmiri as an enemy. This 
resulu in working under sustained pressure 
and this combined with long hours of duty and 
miserable living conditions (where money 
allociied for Jawans’ welfare is mis¬ 
appropriated) lead to an increase in mental 
probtems. Thcdiiectorgeneralof Armed Farces 
Medictd Services confirms that psychological 
problems faced by the jawans deployed in 
internal wars have increased. Since 1988 more 
than 2.(X)0 soldiers of Ihe army have died in 
J and K and several thousand more wounded. 
Obtivious to Indian public internal wan are 
exactinga high priceand cornipting Ihe various 
agencies of the government. 

On the other side the political leadership of 
ilic movement has come under attack from 
within. This has to do with Ihe fact that the 
armed groups are independent of APKC. As 
the number of groups have shrunk, which is 
a welconie sign, Ihe control over these groups 
has slipped largely into the hands of guest 
militani.s Harkai-ul-Ansur and Lashkar-e- 
Toiba have locals mostly as guides. Whatever 
their motivation the fact remains that they 
operate in ways which run eounicr to the 
iniere.sts of the movement. Wiille foreign 
saTciary level meeting between t’akiston and 
India was going on there was a bomb blast on 
March 29 in Jammu in which 16 unarmed 
civilians died. And now in yet another incident 
three Kashmiri pandits svere singled out and 
killed in Greater More, Udhampur district 
Shuura-e-Jehad claimed credit for the earlier 
killing and is probably responsible for the 
latest. These killings discredit the movement 
and arc meant to deflect the movemeiit from 
its democratic mounngs. For instance APHC’s 
efforts to broad-base itself has come under 
attack Asiya Andrabai of Dukhtaren-e-Millat 
condemned APHC for its “secular stand" and 
for its declaration that the movemcM of the 
Kashmir! people is a “secular political issue". 
According to her change in APHC's stand is 
akin to that of change of the MuslimConference 
to the National Conference in 1938. APHC's 
call for June 27 meeting at Iqbal Park was also 
explained as an effort to move out of religious 
places. As a matter of fact APHC was forced 
to rely exclusively on religious congregations 
once all peaceful forms of protests were 
prohibited. Of course the APHC leaderahtp has 
often not risen (u the occasion. If fear of the 
gun prevails in silencing iitcm it remains to 
be explained as to why little has been done 
for the families of those killed, injured, or who 
lost their home and hearth There are tS.OOO 
orphans and lO.OOOwidowswhoareleflatihe 
mercy of relatives and friends. AH this suits 
the government because APHC allows itself 
to be discredited." Maligning the movement 
lies behind the latest charge made by chief 
minister Farooq Abdullah against the media 
for accepting money .from APHC and 
Pakistan. Of course be refused to provide 
any evidence, nut warned that be intends 
“to show them (Ihe medial what ihe govern¬ 
ment means". Later he accused APHCof having 
collected Rs 50 crore for Chanr^-Sbarlcf. 


APHC claimed to have collected Rs 1.25 
crore which was disiribuied as reUef and la 
williag to provide any information required. 
Although in the battle of words the stale 
.gaverameni fared badly because it lacks 
credibility due to non-performance, for using 
renegades against the people, winking at 
custodial killing and moleataiion that have 
accompanied crackdowns by the secuniy 
forces but APHC has not emerged utucsired. 
Nevertheless, double injustice (crimes agsinat 
people going unpunisl^) acta to ciystsllise 
the sense of alienation and becomes the 
rationale for survival of militancy. For oil 
their misdeeds people perceive militants as 
a countervailing force against the security 
forces. 

Bxrx TO .Square One 

It is incomprehensible to the Kashmiris why 
the 'good people', to borrow Martin Luther 
King's words, cxhihl lilile solalarity with them. 
It IS bad enough mat uirociijes by the 
government forces lake place and stale terror 
IS condoned but what amounts to rubbing salt 
into their wound is when Kashmiris are asked 
to furnish proof of their commitment to 
'secularism'and swearallcgiancetoihe Indian 
nalion-sialc. When the APHC organised a 
demonstration in December last with mure 
than 500 women, children and men who were 
victims or whose kith and kin were missing 
It went virtually unnoticed. Equaliy remaifcabie 
was the indifference lo Y asin Malik's fast last 
May in Delhi. He demanded that (hr GOI 
investigate crimes committed against 
Kashmiris by the security forces The appeal 
was directed towards Indian people and the 
GOI. There was nothing poittieally 
'objectionable'. Except that Indjaniulingclaas 
regards any criticism of itie ‘aimni forces of 
the Union’ to be equal to apostasj. This only 
sends the mes.sage that there is an unbi idgeabte 
gulf and that the ‘good people' nre afraid tn 
question the prevalem dogma of nauon-uaie 
in which life and liberties of the people do >iO( 
enjoy premium. 

With the demand lor autonomy of i wd K 
pushed intodistant future, civilian goveremeM 
meekly submitting to the diktats of the lecumy 
forces, incidenis of atrocities incrcosing. and 
the Indian inielitgentsta remaining indifTerenu 
conditions are conducive for sustaiiied 
alienation of the people. Denied their 
democrettc right to articulate a desire to opt 
out and treated as a vanquished people living 
in occupied temtory only aggravates tbetr 
feeling ofhAving no future within the confines 
of the Indian union. Therefore lo believe that 
things are on the mend in I and K are extrimic 
to the situation. While welcoming easing of 
leniions between Pakistan and India it ought 
lo be clear that u far as future dispensatiou 
for J and K is concerned nothing it expected 
to change. Indeed people remtin ininictabfo 
opposed to any form ot imposed •olntkM.'nie 
GOI esn project ‘everything is in cootrol' 
image and claim to have an upper hand agalMl 
the militants. However, the ground reatiQ it 
that it is government’s inability to dod 
democratically ihataHKinuas to ftietalinMMMt 
and sustains mlHiaacy 
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Gujral’s Red Fort Doctrine 

Shiv Vlsvanathan 

Today in India to he. is to he corrupt. The tout, the clerk, the cop, the 
gangster, the MP, the MLA have turned India into a grand ‘hajia' 
economy. In fact the hrihe is the fundamental transaction of the 
Indian .state. It is the first act of participation, of citizenship. The 
question is, does Gujrul plan to disenfranchise us? 

INDERGUJRALwillbea!>.s(x;iatcdinpublic: (he city in a way Gujral does not. The old 
memory with two major statements. The model of the city was the fort and it is not 
first IS his Gujral diK-trinc, a forcipn policy semioticully unimportant (hat Gujral spoke 
statement about how India must be more from Lai Qila. The fort represents a scige 
opentnherncighhours,particularly Pnki.stan. mentality. The new city is a sej of flows. 
The second is less well known and we can flows of information, of alcohol, women, 
call it his Red Fort doctrine. power, food, energy, transport. Corruption 

On August IS Gujral made a passionate is a meditation on the logistics of each. By 
appeal on the .^Oth anniversary of our building on the pioneering work of Mastan. 
independence in fight corruption. It w.is an Mudaliar and Yusuf Patel. Dawood added 
appeal to every citizen to refuse the bnbe. (error. 

It was a return to the ethics of swadeshi. to Dawood capitalised terror and built an 
the idealism ofboycott. only (his time it was entrepreneurial empire around it. It is a 
not foreign goods hut crooked money and diversified empire from real estate to films 
crooked politicians. If the Gujral doctnne to aiaraft to riots. His is tenor-industries 
was an cxampleof political .savvy, the .second incorjroratcd. Once the factors of production 
was a symptom of naivete and helplessness, were land, labour and capital. The early 20th 
a search for some magic wand to wish away century added knowledge to (hem and the 
the problem. One way to respond to it, is late 20th century, tenor. Dawood Ibrahim 
to make the PM both the analyst and the case has a schumpetarian cast to him. 
study. Dawood understands indu.stry and thecity. 

At one level, Inder Gujral’s life is a For example, he realised along with other 
collective biography. He telescopes within gangs, that the decline of the textile industry 
himself several eras. He represents meant real estate. He al.so knew that one 
incompetent gmxlness fighting innovative impact ofthc Bombay textile strike was that 
evil. He is the idealistic Congressman who one-third of the textile workers joined the 
has not forgiven the Congress for failing underworld. Dawood is the true philosopher 
him. As a result he keeps reinventing it. ofthc new city. As MayankBhattofBurinejj 

Initially, the Congress was seen as an fndiVipointsout.thcShivSenaisalsomoving 
invertebrate framework of nationalist into this. Every declining textile null needs 
interests. Today with the epidermis rubbed gangs/unions to help shape its future policy, 

off, it stands rcvculed as a brilliant coalition Dawood and Mayawati represent (wo 
ofcorruptions(C,).Gujral’scarecrhasinoved nodes of the new political-burcaucratic- 
from C, to C,. The United Front is the new industrial complex. It is a new coalition of 
coalition of corruptions. Gujral might know corruption, the fourth step in a pnxxss of 
his Faiz but his understanding of corruption corruption thatlhc Congress inaugurated. In 
is very ofTicial, English and utterly lexical, fact, it was the trustee of the first three arxl 
Dictionary meanings often lag behind the a major player in the fourth, 
innovations of language and community. Thefirst wasthecraoftheboss.therogues 
Consider two facts. First, the new gallery of Atulya Ghosh. C B Gupta, Piatap 

amoralism of politics, sadly, and ironically Singh Kairon and L N Mishra. Initially the 

reflected in some representatives of dalit boss was a necessarily evil. As a wag said, 

politics. When these dalit politicians are “It was brahminic. The boss was corrupt so 

corrupt, they ore oltcn unapologetic. Their Nehru could be pure'. The Nchruvian years 

reply is (hat the Congress and the upper were a period when India pretended not to 

castes had been corrupt for decades and it have a backstage. Politicians like Gujral 

is now their turn. Corruption is seen os a could look pure because the bosses absorbed 

collective *haq' an entitlement, as a form of their pollution and got them elected. One is 

distributive justice. It also represents a faith remindedofTN Seshan. HecouldbeaGita- 

in electoral democracy because It allows for thumping boy scout as chief election 

(he rotation of corruption. It gives everyone commissioner. But once he stood for 

a chance to be corrupt. elections, he understood what buying and 

Considernext the rise of Dawood Ibrahim, selling votes were about He learnt what 

Dawood is the businessman of the year and horse-trading meant. It was poetic justice 

an NRI to boot. He understands Capital and that only Shiv Sena support^ (his Tamil 


brahmin. But that it the beauty of democracy 
and politics. Corruption is about power, dboui 
fi ve and take. Even the Sankaradiarya knows 

this. 

Primarily, the boss was a split level figuit. 

He was dishonest but generally on behalf of 
the patty. In fact, many of the bosses were 
fairly ascetic, even scholarly. Some died 
permiless. Think of AtulyaGhosh.LN Mishra 
or even Urs, whose family was just middle 
class. The boss was not a thug. There was 
adi vision of labour. The thug still rqxesented 
physical violence By the 1970s the thug 
became the boss. By the 1980s one could 
not figure out whetlw the vidhan sabhas of 
UP, or Bihar were parliamentary bodies or 
three-star penitentiaries. The first 
consideration for adult franchise was not 
literacy but murder. 

If Step II wasthecriminalisationof politics. 
Step HI was the privatisation of the state. 

It was an evolution of socialism, public 
sector style. The public sectors with their 
licence raj created the ditnatorship of the 
filariat. Initiallythccleik and the tout preyed 
on the state making honesty almost 
impossible. An honest man was an 
impossibility, a monster, an albino among 
the suntanned. 

The emergency completed the pri vatis^ion 
of the state. In that sense Sanjay was a 
landmark. He represented the new India - 
youth, an impatience with institutions, a yen 
fortechnological fixes.asense of speed, and 
also an impatience with the old dinosaur, the 
Congress. He saw that the Congress as a 
coalition ofcorruptions was inadequate. Both 
Gujral and Sanjay were unhappy with the 
Congress, each in his own way. Gujral 
grumbled, played Janata but it was Sanjay 
who was the innovator He realised that the 
corrupt make policy. It is Sanjay who was 
the true father of amoral liberalisation. He 
real ised corruption is about markets and that 
the Congress and socialism provided 
restricted markets. Liberalisation and the 
opening of (he ecorKuny begun in the service 
sector called corruption and moved to other 
domains. 

The politicians of the emergency alsu 
realised that Sanjay understood markets hut 
not democracy. They understood that it is 
the corrupt who need democracy, the Ion; 
rituals called Rule of Law. In that sense the 
emergency was a mistake. It linked corruption 
and terror at the national level. The thaw B 
reworked the emergency as a Keynesian H 
strategy. H- 

Now there was no official link between B 
state corruption and state terror. The nations- 
lisation of the corruption-terror nexus was Hr 
inefficient. WluU it was replaced by was the H 
fioating emergency as part of the criminal-Hi 
industrial complex. Instead of capitalised 
and C, we had seriesof t's »id‘c’scombintnf H 
differently in different states. Terror anJ^B. 
comiption combined differently in PunjahHr 
Nmlh East, Tamil Nadu, Bombay and Biha-^P 
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It wtt a new vision of hundred flowen 
blooming and Naiasimlu Rao presided over 
u. It was a democratisation of corruption. 
Everyone could bite into the cake and 
corruption, like Narasimha Rao, spoke 
tfverai languages. 

Gttinil’s plea like the Vohra report is too 
bule, too late. In fact. Gujral is a ‘Weimar' 
politician presiding bumblingly over this 
iKW regime. His personal honesty adds to 
his naivete. The political-criminal- 
hureaucratic industrial complex is what we 


call liberalisation. Reformingciections won’t 
control it. It is international. It is liberal. It 
i.s marked friendly. It is swadcshi. it combines 
the local and the global. It has a sense of 
oceanic circles. Today in India to be, is to 
be corrupt. The tout, the clerk, the cup, the 
gangster, the MP, (he MLA have turned 
India into a grand hafia economy. In fact, 
the bribe is the fundamental transaction of 
the Indian slate. It is the first act of 
pariicipaiion. of citizenship. The question is. 
does Gujral plan to disenfrachise us? 


Unbearable Burden of Subsidies 
Case of Maharashtra and J and K 

Madhav Godbolc 


/Is the case of Moharashtra and Jammu and Kashmir discussed below 
shows, subsidies are eating deeply into Plan resources and are 
severely undermining development. But the political and 
administrative will to address the problem is missing. Can the Inter- 
State Council, set up in 1990 hut hibernating ever since, be activated 
to review and rationalise all subsidies, the centre's and the states'? 


during his budget .speech for the year 
p>%-97.ilieunion finance ministerprnmiscd 
in place before parliament a discu.ssion paper 
nn visible and hidden subsidies so that there 
ruuld bean informed debate and a consensus 
sn the overall level of subsidies as a 
^ocentage of GDP and their appropriate 
.irgcting. In response to this commitment, 
he central government brought out a while 
nper on subsidies a few months ago. 

The paper difrercnitatcd between 'public 
l«ids' suchasdefcfK:e.lawandorder,general 
dminisiralinn and justice, and other giHKls. 
^distinction was mode between 'merii' and 
non-merit’ subsidies ba.sedonlhc perceived 
tgnificam extcmalitics associated with mcni 
loods/senaccs. The study brought to the 
ore the massive magnitude of subsidies in 
he provision of economic and social services 
ly the govemmem. The aggregate level of 
uhsidy in 1994-95 for all .services provided 
y the central and state gox'emmcnis was 
laced at Rs 1,37,.138 crone and constituted 
114 per cent of GDP. This included central 
bd stale subsidy amounting to Rs 43,048 
rore and Rs 94,290 crore respectively, 
ixplicit subsidies in the central budget have 
tweupsleeply fromRs I40crorc in 1971- 
2 U)Rs 1,941 crate in 1981-82. Rs 12.233 
mn; in 1991-92 and further to Rs 15,694 
tore in 1995.97IRE). 

'Hie while papw highlighted that the reform 
1 ^ ihc present regime of subsidies should 
tcus on a number of actions such as reducing 
le overall scale of subsidies, making 
tidies as transpafcm as possible, using 
ihsidics for well-defined economic 
>jcctivcs, focusing on final goods and 
rvices with a view to maximising their 
ipaci on the target population at minimum 


cost, insKtuting systems for periodic review 
of subsidies and selling clear limits or. 
duration ol any new subsidy schemes. 

The while paper underlined that ihe key 
to reducing the scale of subsidies is through 
phased increases in uscfcharges. The current 
recovery rotes, even for non-merit services, 
arc extremely low, just over 10 per cent for 
all-India with a slightly higher rate of 12.1 
percent furccnirul services and only 9.3 per 
cent for stales. The while paper emphasised 
that if this rale fo .subsidy could be brought 
down to SO per cent, then subsidies on non- 
mcnl goods/.scrvice.s would drop from 10.7 
per cent ofGDPtuahout6pcr cent. According 
lo the white piipcr, m 1996-97. the fiscal 
deficit of the ceniic and states, combined, 
was 6.5 per cent of GDP. The white paper 
claims ihal. oiIkt things being equal, the 
reduction in .subsidy rule to SO per cent 
would, hy itself, shrink the fi.scal deficit (of 
Ihc centre, .slates and union territories 
combined) from 6.5 per cent of GDP to less 
th.in 2 per cent of GDP. 

The Reserve Bank of India, in its annual 
report for 1996-97 released this month, has 
underlined the need to evolve a strong fiscal 
correction strategy to compms the fiscal 
delieit and bring about a shift in government 
expenditure towards social and i nfrasiiuciurc 
sectors. As the report bnngs out, the central 
goveramenl's actual budget deficit for the 
year 1996-97 is Rs 13,156 crone. Rs 6.256 
crore higher than the revised estimate. The 
budget deficit as a percentage of GDP for 
Ihc year under consklcralvon is pegged by 
the RBI at 1.04 per cent against the 
government's estimate of 0.55 per cent. 
Against this background, the lepim asserts 
that hard decisions on subsidies and 
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administered prices arc inevitabJe. In 
particular, Ihe RB i has emphasised reducing 
the explicit and implicit subsidies in the non- 
merit goods sector which provides a major 
channel to bring down the level of non¬ 
interest revenue expenditure. The urgency 
of the task is further brought out by the news 
report that, according to Ihc latest estimates 
of ihcPIanningCommis.sion.lhcNimh Plan 
resource gap is likely to be as large as 
Rs 75,000 crore. The following paragraphs 
bring out, illustratively. Ihe severity and 
rapid deterioration of the problem of 
unsustainable subsidies in the two slates of 
Maharashtra and Jammu and Kashmir. 

As a part of its efforts of introducing zero 
base budgeting (ZBB) in the state, the 
government of Maharashtra decided in 1987 
to place before the legislature each year a 
report on Ihc subsidies in the budget of the 
state government for the previous year. The 
first such report was brought out in March 
1988. ThtmghZBB was given up by the state 
government towards the end of 1989. 
mercifully (he practice of placing before the 
legislature an annual report on subsidies has 
Nin continued uninterruptedly. The only 
change is that the report is now placed before 
Ihc Icgislaiure in the mons«ion sc.ssion rather 
than in (he budget session in March. The 
lasiesi report released in July 1997 makes 
di.stuibing reading. 

The document classifies .subsidies given 
through the budget into three categories, 
namely,explicit subsidies, subsidy givcti in 
the form of grant-in-aid lo various 
institutions, and hidden subsidies. In addition 
are the subsidies given through the stale 
public sector undertakings (PSUs). These 
loo arc quantified and brought out by Ihc 
slate govcrnmcni in a separate annual report 
on PSUs which is placed before the 
legislature. 

The state government has underlined that 
idcniificut lun and quantification of subsidies 
i.s not a straightforward exercise. For example, 
though c.xplicit subsidies are shown clearly 
in Ihc budget, their full burden is often 
undcre.siimaicd. In the quantification of 
.subsidies given tn the form of grant-in-aid 
and hidden subsidies, some assumptions have 
necessanly to be made. There may not be 
unanimity on these assumptions among 
persons making analysis of subsidies. The 
government has cautioned that to the extent 
to which on) of these assumptions arc 
changed, the extent of .subsidies would also 
undergo a corresponding change. 

The total .subsidies for Plan and non-Ptan 
expenditures provided through the stale 
government budget for 1987-88 were Rs 
1,080.59 crore. Of these, explicit subsidies 
accoumed for Rs 191.59 crore. grants-in-aid 
for Rs 564.21 crore and hidden subsidies for 
Rs 324.80 crore. The total Mihtidisation 
through the stale gaverometu budget and 
stale PSUs was of over Rs 1.340 crore. 

The subsidies given Ouaugh the baidfei 

of (he state go vernment have gone up steeply 
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during the last few years and amounted to 
Rs2.7l7.54crofcin l995-96aiidRs3,685.97 
crorc in 1996-97, accounting for 14.29 per 
cent and 15.17 per cent of the revenue 
expenditure respectively. And this by no 
means is the complete picture. Break-up of 
.subsidies for the year 1995-96 shows that 
52 per cent of the subsidy is accounted for 
by the c'ducalion sector - 37 per cent tor 
primary and 15 per cent for higher education 
- followed by agriculture and allied service 
(IS percent), medical education and public 
health (7 per cent), industry (4 per cent) and 
so on. With larger emphasis in the Plan 
expenditure on these sectors in the coming 
years, the problem is likely to become more 
serious. 

The subsidies through the state PSUs 
amounted to Rs 3,521.65 crorc in 1995-96, 
comprising explicit subsidy of Rs 105.16 
cmre and hidden subsidy of Rs 3,416.49 
crore. In the year 1994-95, subsidy through 
PSU.s totalled Rs 2,722.67 crorc - explicit 
subsidy of Rs II 2.24 crorc and the hidden 
subsidy of Rs 2,610.43 crorc. (There is a 
lime lag of one year in the compilation of 
figures for the .subsidies through the state 
budget and those given through the P5ilis.) 
This huge increase of Rs 79g.9« crorc in ju.st 
one year is mainly due to increase in the 
hidden subsidies. The tariff subsidies 
given through the Maharashtra .Stale Hlcc- 
tricity Board (MSEB) ii.scif has gone up by 
Rs 820.29 crore, from Rs 2,505.13 crore in 

1994- 95 to Rs 3.325.42 crore in l9‘f5-96. 
Other PSUs which gave large subsidies in 

1995- 96 included, among others^ Uie 
Maharashtra State Road Transport 
Corporation (MSRTC) (Rs 119.88 crore), 
the Maharashtra Industrial Development 
Corporation (MIDC) (Rs 37.07 crore). the 
Maharashtra City and Industrial Develop¬ 
ment Corporation (CIDCO) (Rs 22.74 cmre) 
and so on. 

In addition, the exclusive sub.sidics in 
respect of scheduled caste (SCs), scheduled 
tribes (STs), women and other weaker 
sections amounted to Rs 150.33 crorc in 
1987-88. The subsidy given to these vulner¬ 
able sections accounted for Rs 508.17 crore 
and Rs 555.70 in 1995-96 and 1996-97. 
respectively. 

It can he seen that the total subsidy by 
the state government in 1995-96 (excluding 
for the SCs, STs and other weaker sections) 
amounted to Rs 6.239.19 crore. Thus in 
eight years, the subsidies have more than 
quadrupled. The Plan outlay for the year 
1995-96 amounted to Rs 6,6m crore. Thus 
the subsidies have outstripped the Annual 
Plan outlay. The same is the position for 
the year 19^97. The resources of the state 
government are under considerable strain. 
As a re.sult, the Annual Plan fur the year 
1997-98 is of only Rs 8,325 crore, as 
compared with the outlay of Rs 8,284 crore 
in 1996-97. In real terms, the Plan outlay 
has recorded a negative rale of growth. It 


is important tp note that the swe‘s teal 
resources are even lower than those pnyccted 
while formulating the Plan. This is evident 
from the over-estimation of the revenues 
and under-provisioning of expenditure*. 
To take just two instances, the budget for 
1997-98 makes a provision of only Rs 1,500 
crore for the increase in dearness allowance 
and revision of pay scales, following the 
impending revision of the pay scales of 
central government employees. According 
to the rough estimates, the additional 
expenditure on revision of pay scales, 
allowances and retirement bencfiLs would 
he ovcrRs5.(X)0crore. The stale govemment 
will al.sfl have to provide large subsidy to 
thcMSEB loenablcitlu earn a rate of return 
of at least 4.5 per cent on its assets under 
operation. This loo has been grossly under¬ 
estimated in the budget. The MSRTC had 
defaulted in payment of passenger tax to 
the state government in 1996-97. Even 
after revision pf tariffs, the MSRTC has 
continued to make los.ses. The recent increase 
in the price of diesel will fufthcr exacerbate 
the problem. The state govemment has 
assumed the full payment of passenger tax 
by the MSRTC during the current year. If 
all revenues and expenditures of the state 
govemment are projected realistically, the 
state can hardly sustain a Plan outlay of 
Rs 4,000croreduringthccurrent year. Thus 
unless the subsidies are reduced sub¬ 
stantially, the capital expenditure will 
decline steeply in the coming years. 

A preliminary excn:i.se carried out by the 
govemment of J and K shows a similarly 
bleak picture. The state government did not 
find It possible to adopt the classification - 
public goods, merit goods and non-mcril 
goods - suggested by the ministry of nmmcc 
in its while paper. Instead, the state 
government has divided subsidies into three 
categories, namely, explicit subsidies, 
implicit subsidies and other subsidies. The 
explicit subsidies include grants-in-aid 
ininsfcrs to autonomous organisations, cash 
support to PSUs to meet their budget deficit, 
subsidy on public distribution system and 
nutrition programme. Implicit subsidies are 
in respect of education, minor, medium and 
majorirrigation, water .supply and sanitation, 
medical and public health services and power 
tariffs. Other subsidies include the sectors 
of fisheries, forestry and wild life, industries 
and animal husbamlry. The analysis has been 
confined only to the services and supplies 
classified under social and economic services. 
Further, the analysis pertains to only non- 
Plan expenditure. It is seen that the subsidy, 
even with all the limitations, totalled 
Rs 1,404.93 crore for the year 1996-97, as 
compared with the Annual Plan outlay of 
Rs 1,050crore. In 1997-98, the subsidies are 
estimated to be of Rs 1,451.26 crorc as 
compared with the Plan outlay of Rs 1,500 
crore. In the case of J and K, the entire gap 
in resources on the Plan and non-Plan sid« 


isfullyrnadcfoodbytliBceiitndfovtnimem. 
Thus, irrespective of the Mate's icsouicei. 
the Man size it decided upon to allow t 
reasonable rateof growth inPlanexpeiKHtute 
from year to year. 

As both these cases of Mabarashtri and 
J and K have shown, the subsidies arecMing 
into Plan resources substaittially. I tnder the 
Constitution, the slates have limited avenues 
for mobilisation of tax resources. Moat of 
these lack buoyancy. In several states, the 
lax rotes are already considered too high by 
the people. There is increasing resistance to 
any futtlierupwardrevisionoftaxraies.The 
resource management problem of state 
govcmmenls is bound to become acute after 
the new finaiKial devolution of power, 
functions and resources is worked out 
between the state government on the one I 
hand, and the urban and rural local bodies I 
on the other, in the light of the recom- I 
mendations of the state finance commis- I 
sions. The day of reckoning is thus not too I 
fur away. I 

Unfortunately, there is no political or I 
administrative will to address the problem. I 
Action has to be taken by the state I 
governments to increase the user charges I 
suchasfortlieelectricity,irrigation,drinking I 
water supply, medical and health services. I 
educational facilities and so on. But under I 
the populist regimes and soft options which I 
have taken centre-stage in the last five I 
decades, it is unlikely that the states will I 
have the political courage to act singly. The ■ 
centre itself is in total doldrums. The I 
incapadiyandaventianortheceiuieioiaklng I 
any decisions, and more so unpopular and I 
unpalatable decisions, has come to the fore I 
again and again in the recent months. The ■ 
centre has thus no moral right to ask the state I 
govemment to do what it itself has been I 
unable to grapple with. ■ 

At the same time, the present situation I 
cannot be permitted to drift any longer I 
without serious consequences for the I 
development efforts in the country. The I 
only possible way out is for all the states I 
and the centre to act together. This can ■ 
he achieved by activating the Inter-State I 
Council which was set up in 1990, and I 
has practicall y gone to seed due to political I 
apathy. This forum must be asked to take ■ 
decisions on all matters pertaining to the I 
review of subsidies, redesigning of sub-1 
sidles, and so on.'It is only by s close! . 
reviewof cxpendituresthallhesceminglyl i 
impossible task of fiscal correction can! < 
be tackled successfully. But our political! ( 
masters have no desire to even understand I - 
the gravity of the problem, leave stide! , 
finding solutions to them. Otherwise, the! f 
proposal mooted by the union fmanceH ^ 
minister in his budget speech over 15 months ■ ^ 
ago to set up an cxp^ilure cnmmlssioiil ^ 
would not have been shelved. It is lime ihel 
ostrich withdrew its head from the landl ^ 
and looked at the world around. I " 
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aiMsitary Education as 
mdamental Right 

teihpuide 

bona fides of the UF government’s intentions in respect of 
ol education in the country will be established not so much by 
ng through a constitutional ainetuiment as by the government 
'ing out its detailed plan to raise the required resources and by 
concrete steps it takes in that direction at once - in 1997-98 


lE fighting any sickness, hal fthc battle 
n if it is diagnosed properly. This is 
; of nations as it is of individuals. Botli 
iperts and the politicians in India arc 
1 upon the root cause of numerous 
ions that India chronically suffers from, 
the lack of educational facilities, 
:ularly the lack of facilities for 
ntaiy education for the masses. Whether 
Qverty or disease, crime or corruption, 
sm or linguistic chauvinism, religious 
7 or economic stagnation, thero is 
roity that all these evils in the country 
; from one mtyor cause: lack of facilities 
liversal elementary education in the 
ry. No one can find fault with this 
Dsis. 

ng by the truism quoted above, half 
title being waged against these evils 
ady won - by correct diagnosis. I n fact, 
: won half a century ago. when the 
itution of India enjoined upon the state 
ivide, within \a decade, compulsory 
ling to all children up to age 14. In the 
It school reckoning, this means till the 
I standarrL 

s, the goal of universal eight-year 
ling to all the children in the country 
rhere near fulfilment, even today. In 
even universal primary, four-year 
ling is not yet accomplished. In lespeci 
-primary education for the age-group 
hatever efforts are made, are all at the 
ive of non-govcmmcntal agencies, 
dly with a strong profit motive, 
linst this background, the UF 
unent in New Delhi has come up with 
posat which, presumably in its 
mi view, will be atignificani advance 
lie present level of non-achievement, 
.'vemment proposes to enshrine the 
to elementary education as a 
nenlql right of every child in the 
y. Such a commitment will entail 
imentt to the Constitution of the 
ry. It is expected that the UF 
itneni will soon set its machinery in 
I to achieve this, os soon as it is free 
lore pressing problems. Suchachangc 


is, in fact, part of the common minimum 
programme of the UF. 

The numberof children in India,in 1994, 
was 34.S crorc, about 38 percent of the total 
population. Out of these, about 13 per cent 
or roughly 13.7 crore ate below age five. 
Even if the slate docs not venture into pre- 
primary education for the present, thi s would 
mean that it would need to look after the 
schooling of some 2.S croieimmediatciy and 
this figure will keep climbing up, at least 
for a few more five-year plan periods. 

Happily, the enrolment of students at (he 
start of (he primary stage, at least on paper, 
is close to 100 per cent. But 34 per cem of 
these drop out in the primary stage itself. 
The enrolment comes down steeply at the 
entry point of the middle school. Only 44 
per cent of the potential students enrol in the 
fifth standard. Incaseof female children, the 
proportion is much less. According to 
ministry of education estimates, there are 
above 6.5 crorc children in (he age-group 
6 -14 who are out of schools and should he 
in schools. (Of these, about half are from 
the four Hindi-speaking states). In the opinion 
of some other experts, this figure may be 
an underestimate and the true figure is about 
7.5 crorc. According to the report of the 
Human Development Commillee. there are 
4.5crorcchildren who are deprivedof school 

education, because of the policies of past 
governments. This author has come across 
the figure of the number of child-labourers 
in India being close to 10 crore. Of course, 
hardly anyone of these 10 crorc will be 
attending school. 

These estimates should give an indication 
of the dimensions of ihc problems involved 
in making elementary elation universal 
and compulsory. In a country of India’s size 
and population, every programme involving 

the entire population is bound to be of gigantic 
proportions. It is a very encouraging sign 
that the UFgovernment, despite the daunting 
scale of the difficulties, has committed itself 
tomakedcmentaryeducationafiindanienul 
right ofiheciltzens. The logical consequence 

of this mqjor step would be that whatever 


financial outlay that would be needed to 

makeuiuversaleleineiitaryediicationaieality 

in the country will have to have, at feast 
ought to have, the first claim on governtnent 
funds. It would therefore be natural to have 
some rough and ready esrimate aboirt the 
monetary outlay that such a major 
constitutional change will entail. 

TbeWorid Bank estimates that putting aD 
Indian children in the age-group 6-10 into 
school would require an additional 7.5 lakh 
teachersand 13 lakh classrooms. One need 
not accept every statistics that emanates from 
(heWB.In fact, without getting into details 
about the peripherals (additional number of 
taechers Mtdei, number of classrooms, 
books, notebooks and other students' aids, 
transport, handicappedchildienandchildren 
with special needs, etc),a>ne may simply go 
only by the government's own projections 
in this respect. In concrete monetary terms, 
the ministry of education esrimsies that an 
expansion of school education on the scale 
envisaged above will cost a irunimtim of Rs 
40,000 crorc during the Ninth Plan period 
and. of course, (he figure will keep inraeasing 

in subsequent plan periods. 

Keeping in mind the present-day thinking 
of leaving more and more spheres of 
economic activity to private (as against 
public, state) initiative, it would be natural 
to leave the matter of univenolisation of 
elementary education also to private 
educational bodies and other NGOt. 
However, the current experience is that by 
and large NGOs enter the field of educatkm 
only when there are prospects of directand 
immediate monetary returns. It is obvious 
that elementary education for the masses on 
the above scale holds no such prospects, 
so that if (he country and its governmeni arc 
serious about (he goal of univetsalisaiion of 
elementary education most of the necessary 
funding for u will have to come from public 
funds. 

The amount of over Rs 40,000 crore in 
five yean or roughly about Rs 8 to 10 
thousand crorc per year seems large in 
absolute terms but docs not look all ihut 
large if it is pul in proper perspective. For 
a country which subsidises consumption of 
petroleum producu to the tune of some are 
Rs 5.000 crore or more per year, where 
annual subsidy onustngeiectrkity.feitiluen, 
even on construction of 5-$tar hMels and 
innumerable other items (not to meatioa the 
residences, foreign travel, merfical bills of 
the VIPs) easily runs to well over Rs 10,0(X) 
crore per year, finding another Rs 10 or 12 
thousand crore per year for eletnentaty 
education should not be hard at all. Only 
last weck.thecemmlgoveniincotavtMdlo 
part with a largeamountper yearinaddiliaMi 
wages and perks to its emfrioyeei as pan of 
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a new wage settlement. Surely, the present 
central government of the UF in New Delhi 
which, for the TirM time in SO yean, claims 
to have grasped the vital importance of 
school education in the country, will do at 
least as much for the 7.3 crore of the Indians 
of the next generation as for the present 40 
lakh central government employees. 

It is all a matiei of getting the priorities 
of the nation straight. It is true that in respect 
of education, the Constitution-makers of the 
country recorded their priorities on paper 30 
years back by requiring that educauon till 
the age of 14 be made compulsory to all 
children by I960. But the fact remains that 
this was not accomplished. No one doubted 
the sincerity of purpose of the then leaders, 
just as no one needs to doubt the sincerity 
of purpose of the present leadership. But one 
may with justification question whether, 30 
yean on, another declaration of intent, even 
requiring a constitutional amendment, will 
have any better chances of success. In what 
way have the ground realities changed that 
by going thiou^ constitutional amendments 
and by periodic declarations, there will be 
more concrete, real achievements to show 
this time, at the end of the Ninth Plan? 

The Indian public will feel more reas.surcd 
about the future of u ni versal school education 
if the government spells out, in concrete 
terms, how it proposes to raise Rs 40.000 
crore which will be needed for the purpose. 
There is no provision for such massive 
expansion in the much touted 'dream budget' 
of 1997-98. For many years now, the 
educational planners are proposing that at 
least 6 per cent of the GNP should be 
earmark^ for education every year and of 
that at least half should be reserved for 
elementary education. This is also accepted 
in the common minimum programme of the 
UF. Two budgets of the UF government 
have come and gone and yet the actual figure 
still hovers around 3.7 per cent, same as under 
the earlier much-maligned Congress regimes. 

How does the government propose to raise 
or divert the resources on the requisite scale 
needed for the massive expansion of the 
school system? The bona fldes of the UF 
government's intentions in respect of school 
education in the country will be established 
not so much by going through any 
constitutional amendments as by spelling 
out its detailed plan about how it plans to 
raise the resources and by the concrete steps 
it takes m that direction at once in 1997- 
98 itself. 

About the proposal formaking elementary 
education a fundametal right, some other 
implications also need to be kepi in mind. 
Presumably, a fundamental right is 
justidaUe. Would this mean that governme n t 
can punish the guardians of a child for not 


semhng him or her to schoo!?Th1s ii preaently 
contemplated in Gujarat, without any 
recourse to any constitutional amendment. 
Conversely, can aguaidian sue the aut horitica 
for not providing school facilities in the 
child’s neighbourhood? Can an NOO, for 
example, working for abolition of child 
labour, sue the parents of children who are 
not being sent to school? What about 
providingaschool-going child with uniforms 
and accessories? It is not clear if all these 
questions have been thought out. At least, 
the thinking of the government on such 
points is not made public. 

A more realistic assessment of the ground 
realities would suggest that, insteadoftaking 
on the entire caboodle of elementary 
education on its plate, it may be more prudent 
to concentrate on primary education first, 
that is. education for the age-group 6-10. 
Instead of declaring elementary education as 
a fundamental right, it will be far more useful 
if the government makes it constitutionally 
obligatory on itself to spend say 3 per cent 
of GNP on education, so that even when the 
present rulers with noble intentions are not 
around the govenunent's commitment to 
the good cause will continue. 

There are sound reasons for concentrating 
on primary education in the first instance. 
The country has already made a reasonable 
start in that respect. As reported above, the 
enrolment at the entrance to the primary 
level is reportedly close to 100 per cent. 
Would it not Ik bater if major effotts are 
directed toward keeping all these students 
in schools? At least as the first step? There 
is al.so another reason. According to many 
reports, an average worker in India has only 
about 2.5 years of schooling. For a country 
which has opened its doors to competition 
from international level technology, this 
is woefully short. To stand on its own feet 
in the face of multinationals and imported 
finished products, what is urgently needed 
is a skilled workforce with adequate 
awareness of the precision levels in modem 
tool-rooms (even in agriculture). If such a 
workforce is to be created, the country has 
to start from the schoolroom. To do that, 
it is necessaiy that all or almost all students 
are in the schoolroom ftrsi. After achieving 
universal four-year schooling throughout the 
country, one can plan for middle level and 
for technical/artisan education on much 
firmer foundations. 

Notwithstanding the declaration of tj)c 
government of its resolve to make elememaiy 
education a fundamental right, the actual 
indications are not too hopeful. The prime 
minister has gone on record proposing that 
every aspirant of the HS Cotificate (after 
the 12th standard) should be required to 
teach five students. A proposal such as this 


only shows two things: <1) The PM rad his 
advisers are not aware of the trauma which 
the 12th standard students arc already 
undergoing while preparing for their 
examinations. To burden them with the 
responsibility of ethicating youngsters would 
be as sensible as to fix a quota for each 
primary school teacher for bringing in 
vasectomy voluntem. (2) The PM and his 
advisers are evidently not aware of the ease 
with which a determined person can procure 
a certificate, any desired certificate, in this 
country. If the prime minister's proposal is 
implemented, it will simply open a brand 
new avenue for self-employment all over the 
country (of touts for these cetti fkates). Only, 
thi.s avenue will veiy much be in the realm 
of the parallel economy. Surely, that is noi ■ 
the intention of our well-meaning prime 
minister? 
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ansfer of Power: Permutations 
i Combinations 

roll Mbra 


questipn of governance in UP is a life and death issue for the 
: it can abdicate only when there are enough symbolic assurances 
ts mass base. The issue of a change in speakership has been 
ght up to provide such an assurance. 


)NTH after the SOlh anniversary of the 
lal one. another transfer of power is 
ng jitters amongst the major players 
f politics. The first log of the 
nmental coalition between the BJP 
le BSP, struck in March with a sis 
ily rotation of power as its basis, is 
I expire on September 21. During this 
I predictions of a quick death were 
unded by Mayawati’s deft handling 
chief ministership and the compul siun s 
! BJP. 

as the date of transfer drew close, 
ncilable differences threatened to rip 
the coalition. And yet the partners 
id unwilling to part ways deciding, till 
tie these lines were written, to reach 
understanding. This political sec-saw 
unded analysts but it needs to be seen 
backdrop of the difficult lime and the 
us balance which shaped the coalition, 
jrse was also determined by equations 
^mutations at New Delhi with levels 
lurance and instability depending to 
e extent on the relationship between 
'ongress and the United Front 
nmeni. 

V strains appeared in the BJP-BSP 
Huhip immediately after the August 
session. In it the Congress president, 
m Kesri, made it known that he had 
to play the king instead of the king- 
'. The new line projected the prospect 
wer’ forthepattyinanyear. Suddenly, 
angress, only recently wrillen-off as 
irforce.spninghackimoihelimelighL 
■■ the way for its revival was a stewlily 
ling Janata Dal en route to clearing the 
tt space for ‘the’ original party, 
s reversal of roles was not lost upon 
aders of the BSP. They had aligned 
he BJP when their partner in 19% 
bly elections, the Congress, had failed 
iver the promised teat of Lucknow, 
rets then was too weak to enforce its 
n the Deve Gowda government which 
he path of obstructing BSP's rise to 
' at the behest of Mulayam Singh 
/. The Ml of Deve Gowda gave the 
of Kesri's revival. Soon it was dear 


that there were other options before the BSP 
other than alining with the BJP. In the 
months following March, when blue flags 
fluttered all over UP with the help of the 
saffron brigade, it appeared as if the unity 
of these two unlikely colours would 
transcend the confines of UP. If Atal Bchari 
Vajpayee was to reign in future as the 
country’s prime minister, it was imperative 
for the BJP to look for a long-term alliance 
in UP. Its vote share was hanging at 32 per 
cent with the balance of social forces stuck 
in a three-way divide. 

Further progress depended on breaking 
the political deadlock and leaving the 
checkered position of going alone. This 
suited the BSP as it too was hangi ng midway 
between a volatile social base and alienation 
from power. For the BJP the national 
significance oflhe BSP was thus clear from 
the very beginning, something for which it 
was ready to suppress theshori-term interests 
of its UPunit. 'nie six months of Mayawati’s 
reign were after all days of humiliation for 
Kulyan Singh, the BJP’s chief minisier-m- 
waiting. He was Kidclined not only by the 
BSPbut withinhisown party as well. Kalyan 
Singh, a backward caste leader, had 
consistently opposed an alliance with the 
daJil party. Sensing the BSFs indispens¬ 
ability for the BJP’s game plan, his internal 
rivals now sought touse thechanged position 
to undercut him. Both Laiji Tandon and 
Kalraj Misracmergedas new power brokers 
and confidence keepers of Mayawati, tacitly 
encouraged by Atal Behari Vajpayee. 
Towards August indications were given to 
Ihceflect that BSPmay even gel anextension 
beyond September 21. 

Such fkxibilhy on the part of the BJP got 
a jolt after the Madan Lal Khurana episode. 
Here, the former BJP chief minister of Delhi 
was sacrificefl at the altar of ’social 
engineering', but hedid not accept the verdict 
of Atal Behari-Pramod Mahajan group and 
created a minor embarrassment forthe party. 
In UP, the BSP represented the force of 
social engineering, but the party would have 
faced revolt in place of embarrassmem in 
the fom of Kalyan Singh. 


But the swing back to state level 
considerations Imnight the BJP In conflict 
with theBSP which now played the invisible 
Congress card to drive a hard bargain for 
the transfer of power. The question of 
governance in UP is a life and death issue 
for the BSP; it can abdicate power but only 
when there are enough symbolic assurances 
for its mass base. This is precisely whai iu 
leaders tried to do by raising the speaker’s 
issue which came close to rocking the 
alliance. The demand to link a change in 
chief ministership with a change in 
speakership was also part of the BSP’s 
design to pre-empt and defections from its 
ranks. It served as a weapon to harass 
Mayawati’s arch rival, Kalyan Singh, who 
remained critical of the BSP in the nfeiA 
past. Fordays BJP wasin a fix-ibespeaker. 
Kesri Nath Tripathi, refused to step down 
and BJP MLAs threatened to reriga They 
began demanding a dissolution of the 
alliance and the Vidhan Sabha. 

The BJP’s high command tried its best 
to patch up things for assembly ditsolulion 
would have cost it dear. The BSP could 
bank upon old allies like the Congress but 
fresh elections were unlikely to usher in 
new gains for the party. Action replay of 
19% assembly elections was more likdy 
in that event for no party had made 
substantial progress beyond the three-way 
social divide and stalemate. Given this 
.scenario, it was not surprising that the BSP 
scaled down its demand on the speaker's 
issue and the BJP gave an assurance not to 
engineer defections in the Vidhan Sabha. 

With a belter organisational and political 
profile, the Congress would have gained 
from the BJP-BSP fraciu. But despite the 
unity efforts of national vicc-presidem and 
UP chief, iitendra Prasad, the party was 
gripped by inertia and internal factionalism. 
The Congress has yet to make up its mind 
whether to side with Mulayam Singh. 
Mayawati or to go alone. V P Singh’s 
suggestion ofa Janau Dal-Congress ailianoe 
in UP has created further problems by 
exposing the rift between Siiaram Kesri and 
Jitendra Prasad. 

A different sort of predicament seems to 
haunt MulayamSingh- hiswastheprindpal 
voice of opposition in UP for six months. 
And yet on the eve of transfer of power the 
defence minister found himself almoti 
without any initiative. Earlier, he had failed 
to breakup the BJP or to win over the upper 
castes to his fold. His single point 
concentiMion in recent months remained 
the alleged misuse of the Harijan Act by 
the Mayawati government. The BSP's reign 
was riddled with mismanagement, 
corruption, police brutality, killings, npea, 
growing lawlessness and break-down of 
infrastructure. Ministers with crimtm) 
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reconU, belonging both to the BSP and 
BJP, sat with impunity in ofTicc and a close 
Mayawati associate Mukhtar Ansari. an 
MLA from Ghazipur, was implicated in a 
Bangalore kidnapping case. Any opposition 
leader would have seized upon this godsend 
opportunity. But Mulayam Singh proved 
extraordinarily short-sighted in Tocusing 
exclusively on attacks on his partymen and 
the Harijan Act. 

SP activists were selectively targeted 
during Mayawati's regime leadingio scores 
of murders and killings. The Harijan Act 
was also misused to settle scores with 
political opponents. But this represented 
just one side of the coin - numy SP leaders 
lost their lives in inter-gang warfare which 
often became indistinguishable from 
political rivalry. And tirades against the 
Harijan act were directed not only against 
its misuse - while doing so Mulayam Singh 
actually carried forward a sinister, hidden 
agenda. 

By attacking a policy aimed at protecting 
dalits, he tried forging a coalition of upper 
and backward caste power groups on, and 
this iscrucial, an anti-dalit plank. I^r, despite 
BSP's failure to organise dalits along 
movemcntal lines, a simmering social 
conflict did blaze in UP during the past six 
months. It saw unprecedented acts of 
atrocities against ordinary dalits towards 
which the Mayawati government remained 
astonishingly purblind. 

Mulayam Singh's response to this 
development bordered on a ‘class' reaction. 
He acted as a spokesman of rich, kulak 
interests out to enlist the support of the old, 
feudal-reactionary .sections in a common 
bid to keep the dalits and the rural poor in 
their places. Mulayam Singh highlighted 
these postures in a naked form without any 
apologies. He tried his best to mix the anti- 
ddit. ‘class' reaction with anti-BSP, political 
sentiments of both reactionary and 
democratic forces. 

The latter two were generated due to 
several complex reasons- thechicfministers 
anctnpl torenamecities forinttance invoked 
the ire of the progressive sections as well 
as the oithodox elements. ‘Chitrakoot' in 
Bundelkhand was partitioned off from 
Banda and renamed as Shahu Maharaj 
district. The orthodox were incensed as the 
place was associated with Lord Rama; the 
progressive sections were angry as the said 
personality had no roots in an area. Besides, 
the real heroes of Bundelkhand, the fighters 
of 1857 uprising in particular, were not 
even honoured with renamed roads. 

Mayawati also made h a point to attack 
freedm fighters likcQiandraShekhar Azad 
while naming distriett after Gautam 
Buddha's famiiy. This highly misplaced 
sense of ami-brahmtnism actually hid some 


subtle overtures to brahminism. During a 
recent attempt to woo the past sub-caste, 
one of the BSP ministers traced Iheirorigin, 
literally, to the 'pasecna' (sweat) of 
Panishram, the adi brahmin. Kanshi Ram 
sanctioned this statement and encouraged 
other such findings. 

These exhiijitions of neo-brahminism 
became grotesque manifestations of a 
general, and slill very alive, tendency of 
nco-tradilionalism which swept over the 
social life of UP in the 1990s. In this, 
erstwhile 'ouicastcs', fringe elements, even 
drcgsof society and criminals, arc displacing 
old elites and redefining tradition. It includes 
the pulling back of dalits to brahminical 
origins plus a sea change within the upper 
castes themselves. Lumpen elements, long 
regarded as 'untouchables' in traditional 
fami lies, have emerged to control the public 
and private spaces. In their zeal to prove 
themselves 'traditional', they are distorting 
the spirit of tolerance and fun that marked 
earlier ritual and festive practices. 

In some recent event.s a more disturbing 
trend came to light - the traditional practice 
of firing in the air in rajput and bhumihaar 
weddings, from the groom's side, rc.sultcd 
in several dcalhs and wanton killings in 
rural Benaras. These were done by drunk 
rajputs in the name of tradition who could 
be .stopped only after threatening postures 
f rom the bride’s side. Simi larly, an elephant 
was shot in the leg at a wedding at Pracapgarh 
which resulted in a big stampede. 
Lumpenisation crept into festi vals long back 
but the entry of scurrilous and murderous 
behavioural weddingsisanew development. 

AT the same lime, a high level of unrest 
is visible at the grass routs loo which is 
being tapped, in pockets, by parties like the 
CPI(ML). In Pilibhit, where the party has 
been leading struggles on forest land for 
quite some time, things reached a flash 
point in June. A police-CPKML) clash led 
to snatching of rifles by agitating masses 
and the retreat of the police in the face of 
determined protest. In these areas, the 
CPKMDisslowlyemeigingasamainstream 
force by deftly.combining militant actions 
with parliamentary practices. Its statewide 
protests against the recent oil price hike 
were brutally attacked by the state police 
and secret intelligence reports have voiced 
concem over the expansion of the party 
in the west UP-Rohilkhand area deep 
within the traditional bases of CPI(M) 
and CPI. The party has announced a n(#el 
initiative of organising a mass dhama on 
September 21 to look back on the past record 
of the Mayawati government and wiuii people 
of the coming, 'commumi' rule of the BJP; 
in view, especially, of the chatge-sheeting of 
Kalyan Singh and Lai Krishna Advanf by a 
CBI court in the AyocBiya case. 
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A multl-dlscIpllnary volume with an 
excepHonaly wide sweep, has conlribuOans 
covering pottty, economy and Bodety hi tw 
Mughal Punjab, state-fermailon, economy, 
society and literature under Sikh rule, 
religion tind art in the hills, pahari painting; 
political, economic and socio-cultural 
developments, urban society and poUlics, 
communitarian, secular and national 
consciousness, agrarian and urban 
economy, demographic and social change, 
Punjabi literature and gender relations 
during, colonial rule; and political economy, 
Igriculturat growth, Punjabi speaking state 
movement in post Indeperxlence period. 

ARTISANS OF THE PUNJAB 
A Study of Social Change in Htetorical 
Perspective 1849-1947 
Harish C. Shamta 
1996,168p. Rs. 260 

This Is a study of the artisans in the 
traditional socio-economic set up and their 
response to changing conditions of British 
rule In the Punjab. 

It reviews the objective and subjective 
social, economic and political realities in 
the Pur^ab from the perspedive of the 
lower castes in general and the artisans in 
' particular. 

The study is based on a variety of offictai 
and unofficial sources, field work and 
personal interviews with members of 
cHfferant artisan castes. 

POUTY AND ECONOMY OF 
THE PUNJAB DURING 
THE LATE EIGHTEENTH CENTURY 
Veena Sachdava 
1993, 244p. Rs. 200 

The study takes into account both non- 
Sikh and Sikh rulers and deals with 
administrative organization, agrarian i 
production, urban economy, fagltdarf and' 
state patronage and polity. 

Based on contemporary sources m 
Persian, Punjabi, English and printed and 
manuscript materiats produced by it* 
British, it makes a substantial advanc* 
upon previous studies of the eighteen^ 
century Punjab. 
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Russia: A Giant Step Backward 

Dev Murariu 


The controversy over the new, ironically titled law ‘On freedom of 
conscience and on religious organisations' has exposed how 
intellectual and spiritual illiberalism and bigotry are growing by 
leaps and bounds in Russia. 


Tbeearth ii trembling, yet you wont to build. 

-Joseph De Maislie (I7S3-I82I) 

MORE and mote. Russia is being stalked 
by forces desiring its return to medieval 
darkness. Though for the la.stcouplcof years 
it has been apparent enough that sentiments 
for a return to the past are gaining ground, 
there was confusion as to which past? 

The present ruling C!itablisiimcnt,ofcourie, 
continuously tries to frighten the people with 
the spectre of the return of communism. 
However, the communists as they arc now, 
unreformed in their dogmatism, unrepentant 
in their attitudes, based mostly on a dwindling 
section of the aged electorate and thu.s frozen 
in lime and space, arc incapable of bringing 
about such a revival. They have particularly 
distinguished themselves by creating an 
impression that the future docs not exist for 
them, only the pa.st. 

Thus the spectre of a communist revival 
IS a fai.se alarm. Though a sense oi nostalgia 
lor the recent past of the Bre/Jinev period 
does exist and has lately become more 
pronounced, it is still a minority scntimciil. 
The .society as a whole is not inclined to go 
back to a communist past and they will 
continue to wriggle in their own slrail-Jackei 
unic.ss they modernise themselves. 

As an allemaiive to communism, the 
Russian society is no w bci ng invited to adopt 
a most frightening form of reaction. In a Jni ni 
anicic in the highly influenlial libcralish 
daily newspaper Nezavisiimiya Oazfia 
(August 20,1997), two well known political 
commentators, Andranik Migranyan and 
Aleksandr Tsipko, have culled upon the 
country to return to the medieval ideology 
o| trinity. The tell-tale title of the article is 
A weak power, a weak church and a weak 
society can he strong only in unity'. 

Migranyan is a kNig-timc member of the 
Advisory Council of pmideni Boris Yeltsin. 
Well known as a political commcntniur. he 
has always favour^ an uuthoriiaiian political 
course for the country, arguing that a liberal 
I democracy is unworkable in Russia. It is a 
' view widely shared by the chattering classes 
'of Ruisia. 

Tsipko is a former associate of the 
Gorbachov Poundalioii, also widely known. 
He emerged as a fundamenialisi anti- 
comimimsi in the early days of perestroika 


10 years ago, but lately his political outlook 
ha.s become highly tinged with religious 
sentiments. 

The pielcxt for t he aiticleis the controversy 
which has raged here about the new law ‘On 
freedom of conscience and on religious 
organisations’. This law was passed by the 
State Duma (Russia parliament) on June 23. 
1997 and appro ved by the Federation Council 
on July 4. However, tiK word ‘freedom* in 
its title was somewhat misleading insofar as 
m reality the law was aimed at restricting 
the right to exi.stence and practice of all other 
religious .sects, new orold, except what were 
termed as traditional religions of Russia, the 
Orthodox Church, Islam. Buddhism and 
Jud.ii.sm. 

In the form adopted, the law was in 
viulalion of the human rights charier of the 
United Nations, to which Russia is a signa¬ 
tory. It alarmed the Roman Catholics, lowaitis 
whom the Orthodox Church is traditionally 
hostile, and the Protestant groups us well as 
all the newer sects such as the Krishnuiles. 
Above all, it brought Icilcrs of prute.si to 
Yelt.sin Irom the Pope and from president 
Bill Clinton. Taking into consideration all 
this, on July 22, president Yeltsin vetoed the 
legislation, u correct and thoughtful step. 

Iinmcdiately.the Orthodox Church became 
loudly hysterical. The leaders of other so- 
called traditional religions, including 
reprc.scnlalive.s of Judaism, joined with it in 
protest. Outside supporiers, the loudest of 
them all being the now ideologically 
degcncmlecommunists. were also up in arms, 
demanding that the president lift his veto, 
arguing that without such a law being in 
place, the .society wilt he faced with 
disintegration. Moreover, the stupidity of 
Clinton in sending a public protest to the 
Russian leader, instead of practising quiet 
diplomacy, and the insensitivity of some 
American senators and congressmen gave a 
handy weapon to all those claiming that 
Yeltsin had given in to outside pressure. O 
what beating of chesks! O what paroxysms 
of patriotism! The end of Russia is nigh! 

Yeltsin, under fire, held out the promise 
that the law will be discussed at a meeting 
of all faciionsin iheparliameni, and aproperly 
amended version passed. In fact a revised 
version is nearly ready and will soon be 
passed. This has made both sides 


apprehensive. The suppexters of the law fear 
Ihiit it will be made sufficiently liberal to 
frustrate their sinful religious monopolies 
and allow other, new sects to function. The 
liberals worry that under the compromise 
fomiulathc original lawwillicmainvinuaily 
intact while Yeltsin will be left with no 
choice but to put his signature to iL Given 
the illiberal climate of the country this is 
bound to happen. 

Amidst this flood of the Orthodox Church 
hysteria, Migranyan and Tsipko have waded 
in with the plea to support the original, 
restrictive law. Tlie subtitle of their philippic 
is even more revealing; “The new law (on 
freedom of conscience...], if approved by the 
president, will above all protect Slav social 
organism from expansion of totalitarian, (man 
hating) sects." Apart from imfdying that all 
other sects are totalitarian per se, not taking 
into consideraiiun die far from holy record 
of the Orthodox Church itself or of the Slav 
.social organi.sm, the autliors are being tea 
clever by half. 

On the surface it is an original, sim;de 
appeal for unity. But for those acquainted 
with the course of Russian history, and surely 
the authors of the article are not ignorant of 
It. the article has sinister antecedents. To be 
precise, though the authors studiously avoid 
connecting to it, their ideas are a resurrection 
of an infamous event from Russia’s part 
under the reactionary Nicholas I, tsar from 
1825 to I8SS. One of his first acts was to 
abolish the chair of philosophy at Moscow 
University and con^mn it as the wolfs 
den”. Withinadccade.in l834,hiscduc^on 
minister Count Sergei Uvarov( 1786-1855), 
greatly influenced by Joseph de .Vfaistre, a 
contemporary French counter-revolutionary 
philosopher ami one of the ongimuars of 
fascism, foisted a trinitarian ideology oi, the 
country. The doctrine consisted of lliree 
slogans: orthodoxy, autocracy and official 
patriotism (in Rus.sian, ‘narodnost*). This is 
what is now being offered to the public as 
an authentic new Slav doctrine for the 
salvation of Russia. Wh.ii an irony dial in 
part il is foreign-inspired originally, while 
throughout the article the authoR rage against 
foreign influence. 

Uvarov declared: “It is our joint task to 
secure that the culture of the nation shall be 
carried on in the unified spirit of orthodoxy, 
autocracy and piuriotism.” He went on to 
explain later. "Amid the rapid decay cf 
religions and civil instituuons in Europe, 
amid the widespread diffusion of 
revolutionary ideas, il becomes ow duty to 
establish the foundations of the fuberland 
so firmly tlud they cainioi be shaken. We 
must find a basis from which right conduct 
can spring; we must discover energies wWdi 
will develop the distinctive chanoleriarics 
of Russia, and will ultimately our 
country to assemble die sacred of 



Mtionaliiy (official palriatisni)imoaconipact 
whole, to which we muft anchor oursalvation. 
How fortunate it ia that Russia has preserved 
ardent faith in those saving principles in 
defauliof which right conduct is impossible, 
without which an energetic life is unknown. 
A Russian devoted to his fatherland is as 
little willing to permit the subtraction of a 
single dogma from our orthodox faith as he 
would be to allow the thefl of a pearl from 
the crown of Monomachus. Autocracy is the 
condition of Russia's political existence. In 
conformity with these two national bases is 
the third basis, equally important and equally 
strong — patriotism” (cited by Thomas 
Mniaiyk,TheSpiritofRussia, Vol l,p 109). 

This doctrine became the state ideology 
forthemstoftbetsanstperKxl. Theoutcomc 
of this policy was the adoption of repression 
of other Christian .sects in disagreement with 
the Orthodox Church establishment and 
enforcement of teligious uniformity and 
encouragement of utter conformity. It came 
to be established that a Ru.ssian must be 
Orthodox. One immediate consequence was 
violently forcible conversion of onc^and-a- 
half millionofadherentsofthc United Church 
(Giaeco-CatboKc) in l8.1b-39, and later 
another half-a-million of Protestants. 
Catholic, and the United Greeks in other 
domains of the Russian Empire. 

Thus, after a brief period of enlightenment 
preceding Nikolas I, the Uvarov doctrine 
threw Russia backward and kept it there. But 
it also inspired opposition and led to the 
flowering of an intelligenisia. and turned its 
thoughts to the desirability of a revolution, 
a trend which was to have fateful 
consequences. But thcintdligentsia remained 
powerless by and large. The power of the 
state behind the Uvarov doctrine ensured its 
compliance by the society. 

Om typical example of the pernicious 
effect of the Uvarov formula, which has also 
a concrete contemporary relevance, may be 
cited. Peter the Great (16'72-172S) had wanted 
to establish a chair of natural law at the 
academy. Nikolas I, on the other hand, 
initiated legal proceedings against Soincev, 
professor at 

Kazan University, “because he had 
deduced the principicsoflaw from the healthy 
human reason instead of from the gospels” 
(Thomas Masary k. The Spirit of Russia, Vol 
I. p 110). 

However, it should not be thought that the 
influence of the Uvarov doctrine ended with 
the October 1917 revolution. On the contrary, 
its approach was absorbed by theCommunist 
regime which followed. Not directly of 
course, and with modifications. Orthodoxy 
was substituted by Lcninist-Stalinist doctrine, 
autoc racy by the primacy of Communist 
party and ultimately its leaders like Jofef 
Stalin, and state patriotism remained the 
core of Soviet public morality. Thus 


vociferous and vehement denunciation of 
the tsarist period values by the comntunists 
was rhetorical to a large extent, and its claim 
of ha ving created a new social manor 'homo 
sovieticus' turned ouMo be a monumental 
exaggeration. 

At the da wn of the century, Pavel Mi liukov, 
a state.sman and sensitive historian of Russian 
culture and politics wrote; “Religious 
freedom and tolerance mean nothing less 
than a break with Russian nationalistic 
tradition. And if they arc one day to come, 
ihcy will come as the negation of the ancient 
religiouslraditionofRus.sia"( Russia and Its 
Crisis, p 104). 

Minus the Church, this religious tradition 
was subsumedin a secular form in the newly 
established communist system. But the 
waning of the communist tradition also began 
with Ihe Sian of perestroika in 1985 and one 
of its fruits was the pas.sing of the law 'On 
freedom of belief in 1990 which, for the 
first time in Russian-Soviet history, seemed 
to promise the negation of a harmtul tradition 
as envisaged by Miliukov. 

Unfonunately, following thcdisinlcgraiion 
of the Soviet Union in 1991, rhany of the 
progressive gain.s of perestroika have 
withered. Moreover, taking advantage of its 
liberation, the Onhodox Church lost little 
time ill revening to its old habits during the 


tsarist period and immediately launched on 
an aggret live path toreassett its control over 
the society with the heipofthestalewithorities 
at the top, the official repressive organs and 
opportunistic politicians, including the 
communists. The result of this successful 
lobbying came to fruition when the new law, 
cancelling the liberal features of the 1990 
legislation, was adopted. 

It is the veto on this law which Migranyan 
and Tsipko, the spiritual reincarnations of 
Uvarov. arc prote.sling. Not only protesting 
but urging the powers that be to return to 
the Uvarov doctrine. However, they do not 
have Ihe simple honesty or mmal courage 
even to hint that their formula is borrowed 
or copied from him. They seem to be totally 
ablivious.canschuslyoruttcatisciously.thac 
adherence to the Uvarov ideology by the 
tsari.st and communist regimes blighted 
Russia. Their call to Yeltsin to play Nikolas 
I to their Uvorovis also intellectually vacuou.s. 
In theirupinion. “At present only therevival, 
even if partially, of the foimer influence of 
the Orthodox Church on life, can provide 
the chance of forming new Russian national 
consciousness, of renewal of Russian 
identity." 

Their primary objection to Ihe veto is that 
it has been urged by the west which, according 
to them, considers “the Orthodox Church 
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he Orthodox ttimian culture guthy". 
le red, their teactionary manifesto is 

r, intenipefate, weakly founded tirade, 
f contempt for democrats, liberals and 
xtuals, built around three points, 
he Tint place their accusing fingers arc 
ing at the section of the government 
sting of the younger reformers. They 
jt merely sarcastic about their relative 
fulness but more or less accuse them 
cepting bribes and instructions from 
ica and allege that these elements do 
Hieve in the compatibility of democracy 
(ussian national identity. 

ncally, the next target of thciraccusing 
s is the US. They arc convinced that 
present American admimstroliun is 
not so much at Christianising Russia, 
denationalising and derussifying it". 
;fore, the American “attack on 
doxy and traditional confession.s of 
a IS in the first place aimed at removing 
St barrier in the path of liquidating 
a as a unified state", 
rir lo-sl target is the new .sects, but also 
d csiabi i.shed Protesiams and Catholics 
iplicotion who for some unexplained 
n they characterise as totalitarian, with- 
ly supporting evidence nr convincing 
sent. Sick in mind founders of some 
se seels might be, and there arc suffi- 
Icgal means already lor coping with 
. but there is little basis to paint 
all with the political hru.sh of total- 
lism. In the light of the history of the 
an Orthodox Church, it sound.s doubly 
d. 

the absurdity of (heir assertions docs 
h 1 with such wild outbursts. Towards 
id of the article the authots threaten the 
an government with dire consequences, 
declare; “If in the present conditions 
hureh will stand up in opposition in 
vernmcnl. Ihclaiier wilt have no chance 
•vival.” 

s, of course. IS pore bluff. Though the 
kIox Church is gaining influence, 
y by hanging on to the coat-tails of 
sted politicians and organs of power. 
Illy Its prestige is not really that high 
; public eye. Migranyan and Tsipkn 
have purposely cho.scn to paint the 
It standing of the Church in glowing 
irs to strengthen their call for 
ishmeni of an autocratic society of the 
type, the reality is not so bright. Since 
cration during perestroika period, the 
:h has rapidly turned into a vast 
lervial org.nnisaliun. allowed to import 
il, tobacco and other goods duty free 
unesy of the president. Il has been 
other privileges which it did not enjoy 
in tsarist times. Its conduct and 
lercial activities bear startling 
irilics to the ways of mafia groups- 

is little spirituality in its bchaviouf. 


only political calculation and material greed. 
The people are not blind or deaf. They sec 
much and hear more. 

To grasp how relevant the spirit of Count 
Uvarov and Nikolas I is to the situation 
developing now, one does not have to seek 
very far. The precedent of the pcrscculion 
_ol professor Soincev cited above is now 
closely matched. According to the weekly 
Obshchaya Gaieia (August 21-27. 1997), 
Vladimir Fedorov, the direclor of a hospital 
which had been transferred to the control of 
the Orthodox Church in Moscow in 1992 
has launched a case against the church 
authorities for unfair dismissal. Apparently, 
the persecution of doctors and medical 
personnel started immediately. The usual 
Doctors’ Day was declared sataoic. The 
personnel were’ judged incompetent not on 
the basis of their profc.sstonal quality but 
because of their "iasufTicicnt orthodoxy’. 

This j.s only the beginning. As ihcf^hureh 
gain.s more muscle, it will hesitate ewn less 
to enforce conformity with its vicw.s in ail 
spheres of life, back^ by the brulc power 
of the slate. 

Aleksei Markevich, a Protestant priest, 
has already pointed out how duri ngf he isanst 
period the Orthodox Church took away 
children from Baptist institutions and .sent 
them to monasteries, while theirparents were 
exiled to .Siberia. In many regions 


discriminatory rules againtt them are now 
enforced and they are not allowed to rent 
public buildings for holding their gatherings 
(’Weakness of the Blind.’ Ntzamimaya 
Cazeia. August 30, 1997). TTiough 
Markevich does not mention it. there are 
plenty of reports how the local authorities, 
in league with the Orthodox Church, are 
haraa.sing other religious groups. 

One should not emertain the illusion, of 
course, that MigranyoiVTsipko pleas will 
fail, no matter how damaging to the countiy. 
In the present climate, when intellectual and 
spiritual illibcralism in Russia is growing by 
leaps and bounds, they are destined to 
succeed. While there is no chance that their 
formula will be formally adopted, therevised 
version of the law will be only siiperficiany 
a bit more liberal than the vetoed one. 

In practice, though, even these liberal 
provisions will be trampled upon in the spirit 
of MigranyanfTsipko. Ail kinds of diffiedities 
wilt be placed in the path of their proper 
implementation. Those seilsorchurches not 
in the good books of the Orthodox Church, 
under one pretext or another, will be denied 
the right to practice or preach. Many of them 
will be illegally persecuted and harassed by 
the local power organs in tune with the 
Orthodox Church authorities 

Welcome to ihe newest of the new Russia, 
circa 1834! 
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PERSPECTIVES 


Ecology and Development 

SujataPatd 

T/ie current discourse on the relationship between ecology and 
development has not as yet taken coherent shape within the discipline 
of sociology. Part of the problem lies in the tensions between the 
conventional and emerging definitions of ecology and development. 
Overcoming the etymological confusion by attempting to understand 
the interrelationship in and through the experience of communities 
may help in the contouring of a sub-discipline of environmental 
sociology. 


THE last few yean have seen a phenomenal 
increase in publications dealing with the 
relationship between ecology and 
development. Yet (his growing and extensive 
literature has nut taken a coherent shape 
within the discipline of sociology. The 
rea.suns for this are many. There are complex 
layers defining this theme, some of which 
have been outlined clearly while others have 
remained disjointed. There are also many 
penpcctives andyct these perspectives have 
not jelled together to form a coherent agenda 
such that we can state that the following is 
the environmental standpoint forindia. There 
remain many silences making difficult an 
elucidation of the issues that define this 
theme. Wcmcrely havehints and ideas which 
we need to develop, try out and connect with 
one another. Given th^ limitations, I want 
to initiate the journey by following some 
guiding posts (hat have already been erected 
and through a discussion of some of the 
existing and received debates to highlight 
the issues that we need to keep up front and 
some of the protocols that we need to be 
conscioas of in a discussion of this kind. 
This paper thus restricts itself to a discussion 
of how to proceed on an analysis of the 
relationship between ecology and 
development rather than what this 
relationship is. Through this exercise I hope 
we will be able to outline the area of 
environmental sociology in India. 

It is important to start the discussion by 
admitting that there exist many layers of 
confusion in the emeiging discourse that 
attempts to ex plicate the relationship between 
ecology and development in India today. 
This confusion relates, on one hand, to a lack 
of clarity in the meanings gi ven to both these 
concepts in the extensive literature that is 
produced on this subject. Ecology was 
understood to mean the study of the relations 
of living organisms to the external world. 
In practice it has meant a study of nature, 
specifically of the non-human world. Thus 
it is not difficult to understand why ecology 
and environment (as nature) are used 
interchangeably. Perceived in this fashion, 
the body of knowledge that constitutes 
ecology becomes the concern of the natural 
sciences and not of social sciences. This 


limitation has had iu> particular cpistcmic 
implications, as we will note below. 

Contrariwise, the concept of development 
has a long and winding etymology in social 
sciences. Whcnuscdinthccontextof ecology 
it has been associated with ambiguous and 
contradictory meanings. It could imply a 
more or less neutral process of socitil change, 
including ecological change or change in the 
natural habitat; a process which is not a 
cause, a cure nor a consequence of any thing. 
It could imply an analysis of the ecological 
consequences of a single development 
project. On the other hand, it could mean 
policies, programmes and interventions that 
enhance or cure the problems of nature. Or 
its opposite, it could also mean policies and 
programmes that destroy nature. In some 
literature it has, meant both dastruciion and 
recunstruction of nature, such that it has 
been suggested, development as industri¬ 
alisation in consort with modem technology 
has icdcfincd the relationship between human 
species and nature. The last perspective has 
made for the rede 11 nit ion of ecology bn ngi ng 
it closer to its original meaning; a study of 
the relations of living organisms, including 
human ones, with the external world. 

To a large extent the confusion regarding 
its relationship relates to the fact that we 
really do not have any antecedents to draw 
from in framing this theme within the social 
science di.scourse. The only exception is 
anthropology wherein an exploration of the 
rclatio^ipbel ween culture and environment 
has Icdtuthe fashioning of the sub-disciplirK 
of ecological anthropology. This sub¬ 
discipline has studied the ways in which 
culture, the patterns of living together in a 
community with its distinct symbolic system 
have adapted to nature. However, because 
these studies Have concentrated on small 
stable communities not yet convoluted bji 
forces of the market, they have merely 
established the patterns of adjustments mode 
by human communities to ntiurc. Certainly 
die contemporary discussion on ecology and 
development, whatever its levels of 
confusion, cannot accept these antecedents 
in an evaluation of this problematic 
relationship. Fur, in the contemporary debate, 
whidevcr the confusions on etymologies. 


this iclationship is not perceived in such a 
placid manner. 

So how do we start delineating this 
relationship? I would suggest that we accept 
that wc can understand this relaltonsHip only 
in and throu^ experience, the experience 
of communities who have mode connections 
between these processes and as a result 
interrogated received knowledge ami 
classification systems that had fashioned the 
narratives of ecology and development as 
rooted in two separate genealogies. It is 
impoftant that wc give cpistcmic privilege 
to the truth cinms that the.se communities 
as.sert, foronly then will wc be able to fathom 
the imciconnections that we arc trying to 
codify as contemporary knowledge about 
ecology and development. 

These truth claims have emerged in the 
context of movemenLs, spccirically what is 
known today as environmental movements. 
These have maintained that the central issue 
defining the relationship between ecology 
and development is survival - econoime. 
ecological and cultural survival - with some 
of the movements even asserting that this 
relationship deals withspccics.survival. This 
frK'us remains cumimm to all movements but 
the analytical confusion starts when 
.specificities of this relationship need to he 
outlined; not only is survival comprehended 
in many ways but the processes that dcmarcuie 
the problematic of survival vary m different 
contexts and regions. Thus the foundation 
of this relationship has to be built by making 
an analysis of these movements. In this wc 
mast fol low the steps taken by en vironmentnl 
stK'iology in the north where as Lowe uiiJ 
Rudig (1987) have suggested the discipline 
grew by analysing these movements. 

It is important to immediately state that 
there is u need for caution when wc privilege 
these truth claims. Most truth claims posit 
an universal position and more often than 
not deny the foci that they have emerged out 
of contestation and conllict. In some 
movements these truth claims arc not in 
singular but in plural. Also, because these 
have emerged in u definite political context, 
the theoretical paradigms that these truth 
claims may subsume have developed in 
context to this specific, that is hisloricali) 
and geographically crmlcxtual state-sociei) 
dynamics. An environmental sociology 
which studies these dynamics has to eval uate 
and interrogate this context rat herlhan accept 
the language of this paradigm as (he only 
truth.' As we will note below (he receivnl 
iitcraiuic exploring this relationship has got 
morcoftenthannot.trappcdinthcdlicou ' 
of the truth claims of the movement [ice 
instance, Shiva 1988].^ 

Since the IM 1970s when campaigns 
environmental issues started till today, 
have had a kaleidoscope of literature on i 
sociology of environmental movemei 
[Krishna 1996]. This literature h 
continuously highlighted six themes. 
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propoM in the foUowliig pagM to discuu 
tbeae themei and through ihk discuMion 
outline questions that need to be explored 
as alM highlight uine of the theoietical 
issues thM need clarification when we eluci¬ 
date the nature and content of the lelai ionshi p 
between ecology and development. 

SonoLooY op Environmental Movements 

We are all very familiar with movements 
against displacement, from Chipko and now 
Apikb. to Tehrl and Narmada, that of the 
Tisher-peaple li ving on the coasts and inland 
river systems of the country as also of the 
grazers for access to the commons. In the 
last few yean we have also seen the growth 
of protest groups organised over air and 
traffic pollution questioning the industnal 
location policy of the government. These 
protest movements have defined themselves 
as broad-based movements fighting for the 
control of natural resources, this control 
being eroded and lost eitherthrough develop¬ 
ment projects and development policies or 
by political-economic interventions by 
classes who control natural resources, be it 
land, soil, water, fotests, minerals or air. 
Thus we have seen the growth of a new 
language, a language which perceives natural 
resources as rights and elucidates the manner 
and ways in which these rights have been 
eroded and abused IGa^U-Thukral 1992]. 

The existing literature on this issue has 
geared itself in spreading the message of 
these rights suggesting how these are 
'natural', defined and thus protected by 
history as well as in the contemporary 
language of rights. The latter is oriented 
Inwards spreading information rather than 
making a conceptual analysis, as in the Stale 
of Environment reports, 1982, 1984-85 
[Agarwal and Sharma 1982 and Agarwal 
and Narain 1985]. Thero reports together 
with the centre’s subsequent publications 
and specifically the journal Dwn to Earth 
have contributed to building a comparative 
information manual, but as yet, we do not 
have a rigorous conceptual inlcrrogation of 
this discourse through a comparative 
perspective. 

On the other hand, the various articles or 
texts as well as visual documentation, 
including documentaries, analysing 
particular movements concentrate in 
convincing the reader of the new language 
of rights being developed by these 
movements. To a significant extent, the 
analysis focuses on the ideologues rather 
than on the popular support base. Also, there 
has been little effort made to evaluaie (he 
emerging discourse of environment in the 
context of the dynamics of particular 
movements, appraise the relationship 
between the leadership and the masses and 
understand lu growtIvoTganuatianally and 
in terms of its ideology and connect it 
contexiuaily to the specific state-society 
relaticifltblp in contemporary InrUa. even 
though we have an accepted conceptual 
language to evaluate aodal movemenu. 


Most of the movements against 
displacement barring one or two are led by 
urban activists. One of the issues tiud need 
to be explored in this context is the srxrial 
background of the leaders and ideologues 
and how thdr received ideological bKk- 
.ground has fashioned the existing ccology- 
and-development language in tlw country. 
It is impoftant to ask to what extent this 
orientation has structured the organisational 
Contours of the movement. Taking the 
discussion from the other end, we also need 
to evaluate how environmenta] movements 
have attempted to change attitucics of the 
'people'. In what ways have they been 
successful in changing publicopinion? What 
role has the mass media played in this? We 
have little research on these aspects today. 

There are various organisations and 
institutes that have been set up to encourage 
the spread of environmental consciousness. 
An evaluation of these institutes and 
organisations and theirrole will be extremely 
helpful in understanding this relationship. In 
this connection there is a need to study the 
relationship between these organisations, 
‘ institutes and mass movements. An analysis 
of this kind can help in identifying and 
evaluating networks that have been 
established as also in accessing how 
successful these have been in spreading (he 
message. It also will open a window on the 
cnnflictsin perspectives as they emerge have 
emerged on this issue. 

Thm exist two separate sets of theories 
that explicate the relationship between eco¬ 
logy and development incontextto particular 
social strata. One deals with the caste system, 
the other with the gender system. The work 
done by K C Malhotra in collaboration with 
MadhavGadgil has attempted toexlendsome 
of the insights provided by Irawali Karve 
on ecological aspects of the caste system. 
Gadgil and Malhotra (1994) seem to suggest 
that each caste by inheriting an occupational 
space also acquires an ecological space. The 
allottees of these ecological spaces develop 
ihdr ownsustainabic patterns of useof natuid 
resources. All together the system works to 
balance t he needs of culture with sustainable 
resource use. They theorise that changes 
brought by contemporary iiiarkm forces have 
destroyed this harmony. 

An argument like this has debatable 
assumptions. It overlooks the fact that the 
caste system is a system of hierarchy and 
has built in language of legitimising this 
hierarehy. We cannat ignore the fact that if 
this system provided an ecological space to 
various castes it did so to matnlain hierarchy 
and the power of the groups that controlled 
the production system and natural resources. 
Certainly, the extensive moaetisatkm of the 
Indian economy has aggravated inequities 
in India. But this should not imply that we 
ignore the social opprettiveneu of the caste 
system and its pa^ardiy which has an old 
lineage. 

The second th^salion deate with the 
relationship between what extern this is 


rehaediothe political economy of thermion? 
How has the stratification tyitem structured 
the organisation of the movement? How do 
different segments relate to the movement? 
To what extent are their needs/inteiesa 
integrated in the moveinem'sidealogy? What 
arc these? Through what process dim have 
got translated as demands? What kind of 
historical antecedents have stnictuied their 
political consciousness? Rarely do we Hnd 
an attempt to answer these questions. 

We also need to recognise that though 
some of these movements started as lo^ 
protests they have not remained localised 
movements. They have assumed regionai 
and even national character. However, there 
remains a local dimension to these 
movements. It is necessary to understand the 
local in context to the regional and both in 
context to the national and the global The 
necessity thus is for a detailed empirical 
study of a region within the context of the 
regional, national and global treads, with an 
emphasis on evaluating environmental 
changes that have led to the destruction of 
particular lifestyles and patterns oflivelihood. 

State Response to Environmental 
Movements 

It has been noted that the state's response 
to environmental movements has bem ad 
hoc and remains ad hoc. Two analytically 
related but distinct processes need to be 
studied in this context. On one hand, we need 
to ask whether this has sometiung to do with 
the nature of questions rais^ by the 
movement as also (he nature of organisation 
and mobilisation of (he movemeiU? k it also 
something to do with the lack of political 
support from mainstream politicai gender 
and environment on which subject we have 
extensive literature. There it no doubt that 
there is aspectal relationship between women 
and nature. Howevcralackofbothahistoricil 
and a critical approach has led some to argue 
(hat there is biological coiuiectkm between 
these two. Wc need to accept, as recent 
literature on women and environment 
suggests, that the sexual division of labour 
related to male-female reproductive roles 
have led in some culturally specific sub¬ 
sistence economies to orientating women's 
roleiotasksorganisedaroundihehousehold, 
to the fetching of water and coUectian of fuel 
wood, to gathering, production and 
processing of food However we camwt 
romanticise this relationsinp to assert an 
uncritical link between nature and nurture 
as it has been asserted by Shiva 

What is missed in this discusrton is a 
detailed analysis of who constitutes the 
different fragmenU (hat fom the mass 
movement. And though one'tbgmeat atfy 
dominate the movement and the ideology of 
the movement may emptiasiKttoafliUrtiai 
(for example in Chipko, women's itlado*- 
ship in nature is highli[^Hed) 

—rTitifrrTtithtitthrsrmmtrnwMihnm 
mobilised viikNs se g mems of rtn 

h is necessary to recagaise Ihit owrtfir aans 
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cuncncy optioni roarfcei should be created. 
These initiatives would give improved 
hedging methods through which economic 
agents could reduce theirexposureto cuncncy 
fluctuations, and improve market quality on 
the dollar-rupee spot market. 

Appcsidix 

Further Rbamno 

The li rework of B lack, Melton and Scholes 
is not limited to options and their pricing 
alone. Black and Scholes did pioneering 
work in theory and testing of asset pricing 
models [Black Jensen and Scholes 1972, 
Millei- and Scholes 1972]. More than 25 
yean ago. Black was the pioneer in seeing 
a major role for computerised order- 
matching, which has revolutionised markets 
in India aiul all over the world [Black 1971], 
He also look great imerest in general equili¬ 
brium theory and market microsttucture. 

In the last decade, Merton has devoted 
much effort to deep questions about the 
interactions between the financial system 
and the economy, and the appropriate role 
for public policy. This work is accessible in 
Crane, Merton. Frooi, Bodie, Mason. Sirri 
Perold and Tiifano (1995), a book of great 
importance for students of India’s financial 
system. 

The 1996 edition of the perennial classic 
of finance, A Jtoufom Waikdown WtiUSireet 
by Burton G Maikiel has a chapter on 
d^vatives. It provides a basic perspective 
on firuuicial m^ets, from the viewpoint of 
an investor in the markett, and integrates a 
treatment of derivatives with this. Two 
valuable introductory books on denvalives 
are Hull (1991) and Kolb (1996). 

The history of these ideas is presented in 
Bernstein (1^2), a highly readme account 
of the development of modern financial 
economics, and includes a treatment of option 
pricing. The more recent book Bernslein 
(1996) is a history of risk aitd human ideas 
in measuring and controlling it, and has a 
considerable treatment of deri vadvet. Black 
(1989) tells the story of the option pricing 
formula from Fischer Black’s point of view. 
The option pricing formula has been the 
lutgect of intense interest in many unexpected 
quartets, an example of this is Corcoran 
(1990). Fischer Black died on August 30. 
1995, and his partners take stock of his work 
in Merton and Scholes (1995). 

Turning to thorough textbooks, a good 
book where the pricing of derivatives can 
be learned is Hull (1996). The book Hull 
(1991) can be viewed as a bridge to Hull 
(1996) for those lacking the lequisite pre¬ 
paration. Another useful book, with agreater 
focusonapplicationiandinstitutional details, 
is Dubofsky (1992). Oneofthe beat thorough 
treatmenu of futures markets is found in 
lCoft(l994).Thecompanionbookonoptiom 


markets is Kolb (1995). Classic articles firom 
the derivatives literature are collected 
togetherinKo)b(l997)andMalliatis(1997}. 

Background material on India’s financial 
markets, and the role for derivtflvea therein, 
is found in Shah and *11)00188 (1997b) and 
Waghmare (1997). Some of the policy isiues 
concerning derivatives are addressed in Shah 
and Thomas (1997a). 

Notea 

1 There is a auumomy in opdons which merits 
mention: options can be 'American' or 
‘European’, and they can be ‘call options’ or 
'put optiou'. An option which gives the holder 
the li^ to buy something is called a coll 
option. An option which gives the holder the 
right to sen something is called a pia option. 
An option which can be exeroiaed only on the 
expiration dote is called a European option. An 
optioo which can be exercised anytime up to 
the expintion date b called an American optioa. 
The discussion in this article has centied upon 
European call opitoas; Amencaa options and 
pul options have been ignored. The essential 
ideas of their analysis are identical to those 
described here. 

2 While iRsurance and options ore functionally 
similar, insurance diffeis from exchai)ge-lradcd 
options in many essential wayi. Insunuice u, 
typically told by a small set of firms, with high 
entry bairien, whereas anyone can sell options 
on the options market. Insurance companies 
typically focus on stable and predictable kinds 
of risk, such as life and health, while optioos 
markets generally deal with price risk. 

.T OixitaadPindyck(l994)analysetheeconomics 
of invesimeni from an option pricing 
peispective. 

4 In jargon, the person who places limil orders 
it an optioa writer, and eanu impact cost The 
person who places market orders it exercising 
the tqxioa. and pays impact cost. 

.4 Once the price of the call upuoa is known, put- 
call parity fives us the price of the pot optioa. 
For those interested in numerically 
expe ri me n ling with these fomailas, there are 
numerous Internet websites which evaluate the 
formulas. 

6 There is an element of li^uisticconfutiou also 
here. The term 'catiyforwanf which is rightly 
applied to badia bos been wrongly mutated to 
’forward trading', whiefa badia is not. 
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ill 

low 
toll 

tecfoM fv M|ii incoiiw gniUkatkm in 
ill reikfantiil and commocial Mtti^ 
specUlyinMctonoffinMceaMl tpccialiied 
service*. 

It ikimpenlivetiuRweitiiftouranalysii 
to »n evalutioa of the uiban syMem a* a 
system of production, ditlribotibn and 
consumption, incorporating within itself the 
industrial systems. Uihan inequality in India 
haS sometimes more to do with unequal 
access to adequatehousingandsodal services 
to an environment which is poUutam-free, 
sanitarily healthy and ecologiodly balanced 
than in evaluating the nature of industrial 
system. 

Urban geographers and sociologisa have 
pointed out that development planning as 
applied to ucban areas has meant physical 
planning, that is reorganisation of land use, 
rather thiut social and economic planning. 
As a result, the mailret forces have been 
allowed to determine the growth, naluie and 
content of comemporary urban systems 
without any checks, Tbw market forces, 
have atmct^ new migrants displaced from 
agriculture, either as a result of 
commercialisation of agriculcute or due to 
establishment of large development projects, 
who have been forced to accept low wage 
jobs and living in urban sprawls. On tte 
other hand these have worked on the behest 
of the upper secrions of urban consumers 
both industrial, commercial and residential 
who have used their access to and comrol 
oflaitd, housing, industry and other services 
to intervene iif the further exploitation of 
natural resources and escalate consumption 
in urban areas. 

Three kinds of legislation has helped to 
sustain this process of displacement, 
migraticm and resettiemeni. The first is the 
industrial location policy and the second are 
Che policies of commerci^isalionttf resources 
in agriculture and other natural resources 
through the green revolution on one hand 
and large scale developmem projects on the 
other. A third policy is the relief and 
lehabiliiation policy of the governmem of 
India whose uiuiated goal seems to be to 
create concentrated human settlemems at the 
mercy of market forces, 
j The study of uiban ecology needs to 
connect of these processes, examining 
coniemporaiy migration flows, the growth 
of the 'infonnal sector* within gloM and 
luorarehrieduihtnsysteinswiUitheevolving 
‘tiucture of aetUeffleoi patterns, 

A SoaxL Brouxiv ok an BiuvnoNMENTAL 
Soaouxnr? 

While this paper has oolUned the possible 
■ois of research, 1 imisl adfflil that 1 am not 
uie that we k^ow what are hs boundaries 
(io we have an undentanding of what 
ichastudycoMlitiMct. Despite the fact that. 

' tocent years we have seen many bookg 
0 ecokigy udAir cnviroanHai attempting 

‘ ’Bibir ■ ” ■ * • I . - 



gieaMrJndtaaaeeorjobamiheliicliaiid 
pitybig enda of the scale. Thb idale* 
he condOHMU need lor low wage Jobs 


^the swlli l ec t tematot Modafteed,* 

Yetwedohaveionieguideliiiei.A*lhavc 
tuuested.tbefiritUtheneoesaityto accept 
that we start our analyaif of this lelatioaship 
through an exatninatioa of sociology of 
environmemal movements. For it imdras us 
analyw the movement, its otganisati^ its 
mobiKsaiion,evaiu and contexts leading to 
the growth ofthe movement, variouaphmws 
in its growth, its ieadenhip, lelation^p of 
leaden with masses, tension* within this, 
relationship with other political processes 
and distinguish it from its idetrfogy, the 
issues it is highlighling, of ecology and its 
relationship with society and relate these to 
thesCate's response snd itsown leasiessmetUs 
as a rewIt of this dialectical process. 

By inienogatiag these mo veitKitts through 
the tools provided by the sociology of social 
movements, by the discipline of political 
economy, historical sociology and political 
sociology, we will attempt to avoid being 
taken over by the truth clums of the move¬ 
ments, something that has happened regularly 
as we have noted above. Also we will be using 
received siKiological theory to interrogate 
(his relationship and thus build an inter- 
disciplinaiy approach already being hishion- 
ed in social sciences. Lastly we will break 
theepistemicclassificationtluahasdeveioped 
on this issue, a classification that separ^ 
ecology from the study of social science. 

It is in this context 1 see more a hope for 
the growth of environmeiiUtl sociology than 
social ecology. The latterdraws its paradigm 
from ecological studies while the former 
from sociol^y. As noted above, the practice 
ofecological studies have anal ysed the study 
of nature, iiKluding non-human organisms. 
In emphasising nature, it has developed a 
more or less functionalist theory that high¬ 
lights interconnections and adjustmenu rather 
than convolutions. It also has developed a 
different sense of time and finds it difflcuh 
to conceptualise social time in context to 
varied production systems. Contrariwise, the 
language of social sciences have fashioned 
more subtle theoretkal paredigins whether 
in historical sociology, political sociology 
or in politkal economy. Tims, we have to look 
at thislanguageinexplicating the relationship 
between ecology and development 

Notes 

IThis MfiCT was pmenied as theme pi^ m the 
panel Eoology and Developmeiit at die XXni All 
India Sodological Conferenoe held at Shiviyi 
Univeriily, Kothatwr, November 23-2S, 1996.1 

1 The non-rceognitioa of tUt iaaae man the 
quality of an oiheiwise iMereadag book on a 
tribal community mabiHaed by the NOO in the 
NaniiadaBaciwoAndDla(i.aeeBaviikar, 1995. 

2 Thii caution ianeoeaaarybecwtKwe have had 
a Matny of eqaasuig the kaowledae produ^ 
In dte move m eni aa the ktiowlei%e deftauf 
aocioiogy. Rather, I would sagtaai iheae are 
two symbtodcally baked yM oifhaeiM; two 
dbtiBct narrative* iaadialcctolr rtwioas h ip . 
Ignotmi thii dialniiral lenaioa mn make It 
difficult for ut to expknw the raMlamWp 
betwaenewlasyaaddevelapmentiaiaeMlMty 
partfa^ as away front die gual of nig a w l i ing 


5 See Bfaw Ag^wai A rUU iVa 

0995) ter a dMe ea t penpeettW on grader, 
ecalogy and ec o otray, 

4 Moveawits talcicopeystDOf.ThsYwra gwlw 
tnae aad redefiaa the paat far Mr pasarat 
ataita when theae n wv ew aaia get t i i pali r i l 
Devdapmem if ao mffi a m a dwaght to have 
staiteo when developaKat projects or 
catutropbic events nave oikea pteee, 
sonMunesin l9S6arin t9S2arsgaiaia 1916. 
Sometimes it is snggrsaid that it ca iJ d have 
started when laws have been enacted or when 
indie became indepeisdeai. TUa lack of 
hiitofical arare in vaiioua mov tn t eata craaot 
beiransfened uncridcaUy to die diacipBae of 
eavironmemal lociolofy. 

5 Ram Chandra Cuba who has receally od rt ad 
a reader on Soi-Jal EcaUtgf haa a cca mlBd that 
this area is in the makiiig |Onha 1994:13], 
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REVIEWS 


Return of Economic History 

Tirthuikar Roy 

iDstitutions ind Economic Change in Soatb Asia edited by Burton Stein 
and Sanjay Subrahmanyam; Oxford University Press, Delhi, 19%; pp x + 314, 
Rs 450. 


THIS volume of essays is signiricant for 
tlirce reasons. U has a definite goal with 
regard to the practice of south Asian history. 
It serves this purpose well having gather^ 
high-quality papers. And it is among the last 
projects with which the late Burton Stein, 
one of the most distinguished historians of 
south Asia, had been associated. The book 
isedited by Stein and Sanjay Subrahmanyam, 
has a brief write-up on Stein and his work, 
and 12 essays including the editorial 
Introduction and a survey-article by 
Subrahmanyam. 

The Introduction explains that the purpose 
of the volume is to rehabilitate economic 
history in the study of colonial and post- 
colonial India now reeling under post¬ 
structuralist dominatioa The papers were 
presented in a 1992 workshop in London on 
'unitsof work', me^ng peasants, landlords, 
artisans, moneylenders, etc, all the staple 
charactenin 'older' kindofeconomic history. 
The specific objectives are to interpret the 
nature of long t ransformaiions in thcK units, 
and understand how in the course of time 
these units were shaped by and shaped in 
turn 'the macro-context', such as the state, 
market, and institutions. 

The opening essay by Sutuahmanyam is 
an enquiry into an old but enduring general 
problem. Was India culturally unique 
compared to Europe? Does the uniqueness 
explain why Europe developed earlier than 
India? The notion of a Hindu world-view 
aloof to enterprise has lost its appeal under 
auack from writers who have shown that 
Hindu capitalists behaved quite rationally in 
most situations. A similarpoint has also bran 
made about worken. but the mind of the 
workerisamuch mote contested field. Where 
the enduring appeal of uniqueness now rests 
is *cas»e’. Tb^ can be little dispute that 
caste as an idea of society, and a pervasive 
principle of organising society, is unique to 
India. But, when that fact is used to explain 
differences in historical trajectory, problems 
come up. In particular, tte belief that pre- 
colonial India was an inert mass of 
conventional and hierarchical exchange, a 
belief rooted in Marx, Braudel and World- 
Systems theory, has been upset by historical 
scholarship on India which shows great 
mobility of capital and labour before the 
19th century. The problem of difference and 
the seme that caste may have something to 
do with it. do not go away however. The 


essay concludes by pointing out tiutt the task 
of identifying signifkaiU difference has so 
far inspii^ generalift' scholars with an 
aptitude for ignoring Indian history. More 
focused and well-informed comparisons may. 
on the other hand, lead to bettw answen to 
the questions we began with. 

Reiading through the survey, one geu the 
sense that the relationship between Indian 
values and economic rationality has been 
wrongly tested in the relevant literature. The 
thesis that culture did not restrain 
entrepreneurship tends to be proved by 
showing that the entrepreneurial castes 
behaved like entrepreneurs, the bania was 
sufficiently like a bania. But this is 
tautological. If caste can be advene to 
enterprise, it must be so only as barrier to 
entry and exit for groups other them the 
mercantile-financial ones. Thatit.forgroups 
who were not meant to be entrepreneurs a^ 
yet faced economic situations favourable to 
becoming entrepreneurs. Were these 
economic opportunities frustrated by barriers 
to entry and exit? Do these barriers reflect 
caste (in whatever sense)? Useful evidence 
to answer these questions comes from 
artisanal groups in colonial India. The 
expenence of the leather-worker shows the 
presence of barriers quite explicitly. Of 
countless instances, one is that of a chaipar 
of moderate means who tried to start an 
eatery in a Rajasthan town. How well he 
fared in this venture can be easily guessed. 
In the case of the upwardly-mobilc weaver, 
on the other hand, the experience is quite 
mixed. In any case, ihequestion ofenterprise 
and values, in my view, has been incorrectly 
addressed. Mainly based on artisanal 
evidence, there seems to be ground for 
restoring the notion of a basic irrationality 
in Indian capitalism. But this is a testable 
proposal. 

fine cluster of papers, the most pro voicing 
i n some way s. deal s with carly-modem trade, 
the macro-context beingstate-fcrmation.The 
issues here bear upon major themes in 
Subrahmanyam’s survey. Prasanjnan 
Parthasaral la disputes a view that states uiiber 
formation in the 18th century, which had 
commercial interests of various kinds, 
enhanced the power of merchants over the 
producer. The agents who conform to this 
view are mainly banken. Goth merchants 
in south India, on the other hand, did not 
benefit from state power, and where they 


did, “sacrificed their lemtie iuatsu to 
promote commercial aims ”, Weavea had a 
lot of bargaining power, and when disputes 
arose bctweoi merchants and weaven, io^ 
rulers often look the lauer's side. This 
situation, however, changed with the 
ascendancy of the company as a political 
power, which was used by merchants to 
coerce weavers. Merchants and the state in 

the 18th century is also the theme of Summit 

Guha’s paper, tet here the background is the 
Pesh wa’s territory. Guha challenges anotion 
that the relationship between town and 
country in early-modern India was mainly 
tributary and thus one-way, and that the state 
was cidier indifferent to or predatory on 
enterprise as such. On the contrary, 
“commodity circulation and credit flnwt 
significantly affected village production and 
consumption”, and “political economy came 
to shape the landscape of human settlemcm 
into an integrated social and political 
network”. David Ludden illustrates, with 
material from an 1823 C^ensus in Tirunelvdi 
taluka. the thesis that caste-formation, 
migration and settlement, and formation of 
territorial units, happened in yn 
interdependent way in pre-colonial souiii 
India. Tliis whole process was aided hy 
tribute-tax payments to temples and kings. 
And it aided i n turn the growth of commen.'ul 
exchange and industrial production. 

The picture of a dynamic 18th centuiy 
tends to be connected with implicit views 
about what followed it. Topically, scholsn 
dealing with the 18lh century incline towards 
an idea of regression in the colonial period 
Thus.Parthasarathi paintsagrimoutlookfa 
the weaver, and ends with some propositinis 
about impending ‘accumulation crisis' 
Ludden crids his article with a dark prophecy 
for the weaver. Amiya Kumar Bagchi in hs 
paper goes further. 'The paper makes mainh 
two arguments. First, “widespread failure 
of markets" characterised thecoloraal period 
And second, the British conquest generated 
“recessionary forces" by destroying prtir 
markets and transsactiona. The argutneits 
and the evidence are not convincin|. 
however. Bagchi seems to define ‘maiid 
failure' as a condition when all il< 
prerequisites for perfect comptfition are id 
satisfied. By this strict criterion most red' 
world markets fail all the time. The tcis 
becomes useful if the type and costs a 
market-failure can be specified. The.tcn 
loses sense if it is applied indiscriminatd) 
as in the paper, to imperfection, interiinkap 
monqtlaiding, racial di scritninatjon, pditk 
coikrol, etc. Moreimportamly. no matter f 
definition, the paper does not show iIl 
market-failures were more frequent, 
widespread or more serious under Brio- 
rule than under any other rule. 

The problem with BagcM's paper refk 
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^eneni one ihued by levend writen on 
;eariy-<»ioiiialpcfiod, briefly,apropeiuhy 
(a) make quantitative itatements without 
antlties, and (b) fbrce a flt between theory 
d fact. Gkith become icrioui with the earty- 
lonial period because here ttatiitics are 
!ak but the stakes are big. Thus, the 
roduction talks about "high level" of 
rket penetration in the 18ih century (high 
alive to what?). Parthasarathi. with 
niraUe daring, talks about "low levels of 
•gregate?] Investment" in early 19th 
itury. Implicit in these statements is a 
lief in an imminent crisis after the 
indering 18th century. Bagchi’s ‘recession’ 
the early-19th century brings the belief 
in the open, f think the belief can be, 
J needs to be, subjected to a very hard 
k. Consider the following. A rough index 
the importance of maricet-transactions in 
open economy is export expressed as a 
io of national income. K N Chaudhuri's 
a in the Cambridge Economic History 
^est that nominal merchandise export 
m India increased b^een cl760 and 
34 by possibly six to seven limes, and 
ween 18.34 and 1925 by 40 times. “The 
ig'term trends”, Chaudhuri stales, 
■roughout the 19th century were in an 
ward direction" (emphasis added). No 
tier what assumplions and margins of 
nr we allow, it is highly unlikely that 
minal national income rose between these 
jndaries by comparable magnitude. Wc 
I conjecture that (a) the ratio of export to 
ome, which was about 10-12 per cent in 
25. was minuscule in 1760, (b) the trend 
:r the long period, and all sub-periods 
tiin it,isoneof rising maiket-participation, 
ich does not go well with 'recession', and 
by (he standardof the late-colonial period, 
ivemenisinthc I8lh0feariy-I9ih century, 
rcthcr growth or recession, look 
uuitatively trivial because trade itself was 
nuch smaller force. 

'If the other papers, Subrahmany am's very 
liable and closely factual account of pearl 
ieiy in the Mannar gulf over almost 400 
ITS ends with impoitani propositions on 
nature of involvement of the stale in the 
metion of natural resource. He shows that 
:r-exploitation of pearls was not a resuH 
unregulated compAition, but unregulated 
Mic monopoly. Douglas''Haynes .shows 
w a combination of segmented markets 
I increasing but volatile trade induced 
tanisaiional change in the handloom 
lustry of western India in the colonial 
tod. The changes include uibanisation, 
ustments in product and lochniques, but 
ngside, in the '‘ttnil of work". The weaver- 
Jsehold adapted to the macro-context 
Icr constraints imposed by needs to 
nxluce the family. The new factories 
aikhana'), on the other hand, can be seen 
it response precisely to these cotisuainls, 

^ were better able to impleineni changes, 
lalachandran illustrates how governmental 
wption of the "corponie subservience" 


of Indian labour resuhed in pertMenoe with 
recruitment of maritime la^r In colonial 
Calcutta via offleial broken who fleeced the 
woricer more than hetpedhim. Mqjor reform 
came only after the seamen’s union 
succeeded, by means of disclosure of 
corruption, in refuting the offlefs] ideology. 
That India and British business received 
different levels of state-patronage in British 
India is a familiarthemein industrial history. 
Claude Maikovits asks, what was special 
about the Tala saga’, 'Tata being the only 
mqjor Indian group which received active 
state patronage? Markovits proposes the 
idea of a "niche”, a protected space which 
enables a firm to grow counter-cyclically. 
The niche in which the Talas operated was 
protected by “strategic foresight” of British 
rulers about the neceuity of local supply of 
steel, the fact that Tatas competed with non- 
British goods, and “a certain conception of 
•fair play’ ”. It is not very clear, however, 
whether the real centre of this story is the 
Tatas. or the product, steel. 

Jan Brouwer implements the cote idea 
developed in his recently published major 
work on the Visvakarmas. The idea is 
these artisans (possibly skilled artisans in 
general) have a propensity to act according 
to a caste-ideal which follows one of two 
models, independence and minimalised 


transactions, and buodepmdeDCMMdiMsi- 
malised transactions. Brouwer sliowt tlHl 
the two models Ipad to diffeiciri tevome to 
changes in the macro context. Fbr example, 
the former often flivoun a route of OMB m^ 
lily which places accent on generri educat i o n , 
whereas the latter accents investmenc in the 
craft or in propeity. Barbara Hanisa-Wliite. 
in an impressively detailed study of raarlcets- 
at-work, sbowi that regulation failed toserve 
its purpose in south Indiad agrkidlund 
markets, whileon the other hand, the absence 
of regulation has led the trade in West Bengal 
to d^se collective otganisatioiu whiefa arc 
efficient in dealing with some proMmiis of 
information and resource-sharing, but can 
be predatory and coercive on individuals in 
the way any quasi-guild can be. 

All the essays in this book share a feature 
which holds them together a conscioiis 
engagement with 'theory' broadly defltied. 
Old notions of kmg-tenn economic change 
in Indiaare tested, new concepts and medtodi 
are used (Brouwer and Markovits are 
examples), and there is a general attempt to 
expand the range of conceptual tools with 
which the agent-environment interaction esn 
be studied better. It is this element, together 
with the sweep and the high quality, wMch 
makes this return to economic history a 
notable step in south Asia schotarihip. 


Ruthless Criticism 
of All That Exists 

SOCIALIST REGISTER 1997 

EDITED BY LEO PANITCH 


GREQORy ALSO 

ELMAH ALTVATEH 

LAfWY PRATT k 
WENOV MONTQOMERV 
OERARO QREENnEU) 
a APOLEONO 
QEOflQEflOSS 
OOUOH HEMWOOD 
BARBARA EPSTEIN 

JOAN SMITH 

VICENTE NAVARRO 
PAUL CAMMACK 

ANANYA 
taJKHERJEE-REED 
SCOTT FORSYTH 

SCOTT McCRACXEN 
MEERANANDA 

AUAZAHMAO 


CONTENTS 

AWORLDMARKETOFOliponTUNmESTCAPITALJSraBSrAaES 

AND LEFT ECONOMIC POLICY 

FINANCIAL CRISES ON THE threshold OF THE TWBrrV-PUtsr 

CENTURY 

GREEN IMPERtAUSM: POLLLTOON. PENITENCE. PRORTS 

CHINA'S COMMUNIST CAPITALISM; THE REAL WOMD OF 
MARKET SOCIALISM 

TAKING STOCK OF A CENTURY OF SOCIAUSM 
CLINTON'S UBERAUSM: NO MODB. FOR THE LEFT 
THEMARQINAUTYOFTHEAMmtlCANLEFT:THE legacy OFTHE 
1B80S 

THE IDEOLOGY OF -FAMILV AND COMMUMTY^ NEW LMOUR 
ABANDONS THE WELFARE STATE 
THE DECLME OF SPANISH SOCIAL OaiOCRA(7Y ItM-ISSI 
CAROOSerS POLITICAL PROJECT M BRAaiJ THE LaUTS OF 
SOCIAL DEMOCRACY 

THE STATE AS CHARADE: POLITICAL MOBUSA'riON 
M TODAY'S aOA 

MARXISM FRJ4 AND THEORY: FROM THE BARRICADSS TO 
fOSTMODEANISy 

CYBORG FKTIONS: THE CULTURAL LOGIC OF PQSIHUIMMaM 
RESTORINO THE REAL RETHSaONG aOeWL CONSTRUCTTMT 

THEORIES OP SCeNCE - 

POST-CraONML THEORY AND THE'POST-CONtXTtOM 


PubHslMxl In ftiAa by 


Ha, Muoo 


K P BAQCHI A COMPANY 


CALCUTTA TOOItt 




Looking Back on Land Reforms 
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THE book under review is a fairly 
comprehensive yet concise account of the 
development of land reform policies, the 
proceu of formulation of land reform 
legisluion and the degree of Implementation 
of the major planks of the reforms 
programme. 

Betides the iraroduction which sets out 
the coverage aitd scope of the book, there 
are flve chapters in the book including the 
Conclusion. The three core chapten deal 
with the three major planks of tlw reforms 
programme, namely, abolition of 
tniermediaries, tenancy reform and land 
ceiling. Besides, there are as many as 14 
Appendices running to more than 100 pages 
which between them contain all the important 
quantitative and qualitative information 
bearing on the subject, mostly the main 
provisions of the existing land reform laws 
in different states. 

It needs to be said at the beginning that 
the book is a useful as well as important 
contribution, particularly because of the 
author's vast practical experience and 
knowledge of the working and 
implttiiwiualioa of land tefomi measures in 
different parts of the country over a period 
of droe. 

At OIK level, the facts presented, main 
points of descripuon made and inferences 
drawn are fairly well known by now. 
However, the contribution of the book lies 
in the details which provide insights into 
bow and why chasms developed between the 
avowed policy and enacted legislation and 
between the latter and effective 
implementation. This is the welcome critical 
element in what is offered as a ‘survey’ of 
the area. Moreover, the soundness of the 
avowed policy in certain respects is 
rightly questirmed by the author who also 
points out in the end the problems and 
prospects of difTefent land reform measures 
in the future. 

The main thesis which, according to the 
reviewer, seems to emerge is the follow¬ 
ing: succeaiful abolition of intermediary 
interests as against the near-complete failure 
of teiumcy reform and land ceiling legislation 
and redistribution of ceiling-surplus land 
has been largely a leflectkin of the class 
character and democratic political structure 
of the post-colonial Indian state and stale 
power. 


What is the future of land reforms in India 
then? After discus«ng different (extreme) 
viewpoints, the author observes that ‘it is 
high ume that wc made substantid changes 
in our land policy” (p 212) and goes on to 
make certain leconunendalions which make 
much sense. He advocates the lifting of 
restricdoiu on leasing out of land since these 
‘‘have only led to tenancies being pushed 
underground" (p 212)and alsabecause'*...the 
revival of tenancies would improve the access 
of the rural poor to agricultural land leading 
toenhancedeniployniemandoutput”(p 213). 
The author adds a sensible qualification here 
when he goes on to say: “In the Bihar plains, 
eastern Uttar Pradesh and the delta of the 
Mahanadi, instead of straightaway legalising 
tenancy, the first step should be to amend 
the law as in West Bengal for conferring 
limited rights on share-croppers. Thereafter 
an intensive campaign shwid be nxxmted 
for recording the rights of sharecroppers on 
the linesof West Bengal's Operation Barga.” 

WhilesironglyfavouringlhecontinuatiQn 
of ceiling laws till "...the rural population 
dependent on agriculture falls below, say, 
20 per cent or to” (p 213), the author is 
opposed toany further loweringoftheceiling 
level and instead argues that “in future the 
state governments should concentrate on the 
better implementation of (he existing ceiling 
laws and quick distribution of surplus land. 
Better results can be obtained if attention is 
concentrated on the large landowners who 
have successfully evaded the law so far'’ 
(p214). 

As regards the problem of absentee 
landowners, the author rightly observes that 
the ceiling law by itseiris not enough to take 
care of the proMem and goes on to suggest 
that “two measures that will help reduce the 
incidence of absentee ownership of land are 
the revival oftenaiKy and theiiiqtlementati on 
of a well thought out programme for the 
purchase of their land and its distribution to 
(he poor” (p 214). 

Reading this extremely well-informed 
book, one gets the following familiar 
impression: asinmanyother areas of (riMming 
ind policy-making in India, we have drawn 
up a fairly radical land reform policy backed 
up by comprehensive legislation which aits 
;. t'liy on paper, oblivious of the dynamict 
of the Indian socio-political reality. 
Moreover, (he conceptual basis ‘and 


iroptementation of luch policy meamtea at 
not felt neoesatuy to be eximitwd in th 
midst of what euentially becomes high 
flown rhetoric uid slogamering. 

There are a couple of critical retnaiki th 
reviewer would like to make befon 
concluding. Rrst, the author suggeiti tha 
the ceiling tegialstion has at least prevaitec 
concentration of landownershlp fron 
increasing, by referring to Ae NSS data on 
landholdings which show that, overtinie. the 
share of land in the largest liee-dau hai 
declined. But this could be entirely due to 
the demographic preHuie of partitioning of 
family land. Second, the author does not say 
anywhere why he leaves the programme of 
consolidation of holdings out of the 
discussion since in this area it is likely to 
be a mixed story aixl, moreover, the measure 
ofconsoIidatioahasaiiuinberofiiiipHcaiiom; 
fartheextentoflabourabsorption.efticiency 
of use of labour and non-labour inputs and 
output augmentation, etc. 

To coiKlude. I would like to emphauK 
that for students, teachen, poUcy-makefs at 
well as activists in this area the book should 
prove to be of much use and deserves to be 
studied seriously. Its simple and lucid style 
of writing - soniething which I think comes 
from a combination of serious thinking utd 
practical, lived experieiKe - is perhaps its 
greatest strength and attraction. 
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_ _ SPECIAL AKITCLES 

Aspects of Pennon Fund Refonn: Lessons for India 

UijitRPMd 

Motivation for discussing an agenda for change in the Indian provident/pension fund system is provided by 
a compelling need to: (i) increase the number of people who have access to old-age financial security; (ii) enhance 
the flow of long-term institutional savings; and (Hi) give a boost to the healthy development of financial markets. 
After analysing the present system in India, policy and regulatory changes needed to achieve the above goals 
on a long-term sustainable basis are put forward. The paper makes an attempt to draw some lessons from changes 
taking place in this sector elsewhere with the help of international case studies. 


I 

Introdoctioa 

OVER the last few yean, various issues 
penaining to pension funds have often 
assumed a cent^ position in public policy 
discussions in many countries. This has been 
so for various reasons, including, inter alia: 
ensuring fiscal solvency of governments 
without abdicating responsibility for 
providing income security for the old; inter- 
generational distribution and ecpiity; and 
development of capital maricets in emerging 
economies. Almost inevitably, these issues 
have come to the surface due to an intportant 
eonoem in some of the OECD countries, 
namely, whether the current state-nin system 
can continue to deliver benefits at levels that 
the polity have got used to. At present, most 
formal systems of old-age security (which 
have thnx major pillars- saving, an element 
of redistribution andinsu ranee), are publicly 
managed systems that are financed by payroll 
taxes on a largely pay-as-you-go buis, so 
that today's woilcers pay the pensions of 
those who have retired. 

It is widely acknowledged that the current 
pay-as-you-go systems in many developed 
countries is fiscally unsustainable - usually 
under-funded - and, in some countries, even 
subject topdiiically motivUed meddling. In 
fact, most industrialised countries and older 
Latin American and eastern European 
countries areincreaaingly relying on growing 
payments from the national treasury to 
condnue providing old-age financial benefits. 
The causes of these concerns are ageing 
population,' high unemployment, slow 
economic growth and rising expenditure on 
social safely net entitlements (including 
unemployment benefltx)^ fTablcs 1 and 3). 
The concondtam conaequences have been 
high dependency ratios and fiscal stress on 
(he govemmeni accoums.’ 

Some of the concerm enunciated above 
are likely to be exacerbated in the coming 
years. Ow the next five decades or so, the 
proportion of the world's population that is 
over fio will rite to 20.3 per cent from 9 per 
at pieient* In the case of India, the 
fraction of the population in this age group 


will increase almost three-fold from 7.1 per 
cent to 20.2 per'cent by 3050. In a wider 
context, ageing inevitably puts added strain 
on extended Ounilles and other traditional 
ways of supporting the old which ate already 
weakening underthe pressure of urbanisation, 
industrialismkrn and increased mobility. 

The plan of the paper is as follows. In 
Section II, an overview of the Indian old- 
age financial security system is provided. 
Section III presents a couple ^ purely 
illustrative results from sim{^ simulations 
to get some idea of the orders of magnitude 
of key macro-ecoitomic parameters that 
would be needed to sustain actuaiially fair 
pension plans in the Indian context. In 
addition, given demographic prcyectioiia. the 
evolutioninpension-GDPratio is also traced 
(or forecasted) into the next century. 
Subsequently, in Sections IV and V two 
contrasting, unique and successful systems 
(from C2tile and Singapore) are discussed. 
In Section VI. some policy implications for 
India are put forward, against the background 
of the Chilean and Singaporean experiences 
regarding theirpenshmsystems. SMion VII 
contains legal and regulatory suggestions 
that Indian policy-making may need to take 
cognisance of in reforming the pension fund 
industry. Finally, Section VIII has some 
concluding comments, 

n 

The Indiaa System 

In the case of India, although the issues 
in this particular area of public policy are 
slightly different from those in the mature 
econonues, the central concern would seem 
to be pie vention of old-age poverty, and also 
at the same time avoiding high pension cosu 
forthegovernmem. In this regard, it may be 
worthwhile, at the outset, to flag some of the 
key issues that need to be kept in mind when 
discussing the Indian pensirm (or provident) 
fund based old-age benefit firamewoik. 

Finily.Ihe primary challenge islo increase 
the coverage of pnsent penskm/pnivident 
fund syrtems. More sp^flcally, how to 
widen the pension fund net to include 
economic agents that ire In the infonnal 
sector - employees, employers and sdf 


employed. This is important, at least partly, 
from an equity point of view for prmdding 
beneflu among potentially a much larger 
number of elderly than at present.’ For moat 
employers, the provision of social seemity 
is legally unde^nned by the Eiiqiloyciefe’ 
Provident Funds and Miscellaneoiis 
Provisions (EPFMP) Act. 1952. Curtently. 
there are 19.3 million employees in 2,65,000 
establishments covered under the schemes 
provided by the 1952 act. In comparisao, 
informal or unorganised sector (industrid 
and agriculturaDcmployment is much larger 
and is estimated to be about 3(X} imllron 
[Visaria and Jacob 1994; and also see Palel 
and Srivastava 19%]; almost all workers 
and the self employed in this sector do not 
have the 'umbrella' of post-rtrtiremeat 
financial security. In this context, it should 
be mentioned that a few sute governments 
do provide some financial assistance for the 
okl-ageddestitute; but the schemes, in addit¬ 
ion to having, effectively, narrow coverage, 
also provide very limit^ benefits.*'’ 
Secondly, how to increa.se institutioaai 
savings in the economy. In 1995-% (last 
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Per CeMof 
Labour-Force 
in Occupalkmal 
Schemet 

PeneionPiud 
(Per Cent of 
ODP) 

France 

80 

2.8 

Germany 

63.7 

3.3 

Japan 

38 

6.8 

US 

S6.S 

66.7 

UK 

71.3 

55 

Attstralia 

60 

39 


Tasu 2; PorujinoN ovra im 
A oaoP 60; 1990-2030 

(Atretnrj 


Coumiy/ 

Region 1990 3000 2010 3020 3030 


OECO 

18.2 

19.9 

23.1 

27.0 

3a7 

US 

16.6 

163 

193 

243 

28.2 

CenMoy 

20.3 

23.7 

26.3 

303 

33.3 

UK 

20.8 

20.7 

23J) 

253 

2»4 

Ladu America 

6.9 

7.7 

93 

12.2 

I6j0 

Bastern Eitni|)e 

153 

17.0 

18.2 

213 

22.7 

BmeigiBt Alia 

7.4 

83 

93 

123 

163 

China 

8.9 

10.2 

12.0 

1«j0 

31.9 
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>wfor which data wdiiavailaMe)pn>gres$i VC 
investment (or net flow) In (he various 
provident/pension schemes (described 
below) plus those of the state provident 
funds of central and state governments was 
estimated to have been about Rs 17.9(X) 
crore (1.6 per cent of GDP - Table 3).* The 
corpus of funds including the provident funds 
of central and state government employees 
at end-March 19% is estimated to be about 
Rs l,28,0(X) crore (11.7 per cent of CDP* 
- Table4) which, os wj II be seen bcl nw, com¬ 
pares rather poorly with someof the emerging 
economies. It is clear that forasu-stained rate 
of economic growth for the Indian economy 
of the order of 7-8 per cent, an incrca.se in 
the overall savings rate to about 30 per certt 
of GDP will be required'" if the current 
account deficit is to be kept within mana¬ 
geable limits. In this regard, institutional 
savings will, almost inevitably, have to rise. 

Thirdly, for providing a boost to the 
development of capital markets to ensure 
efficient allocation of the.se long-term savings 
to achieve growth objectives. In particular, 
the importance of pension funds in the 
finaiKing of physical infrastructure projects 
(which inevitably have long gestation 
periods) cannot be overemphasised. 

At present, the following three schemes 
statutorily set up under the EPFMP Act, 
1952 form the basis of the social security 
system in India; 

(a) Employei-s' PROviMhrr FtiNO 
Scheme (EPPS), 1952 

This is the largest and most important of 
the schemes. The basic mode of its operat ion 
lequiies that contributions are credited to 
personal accounts of the members and the 
benefits available in old age depend on the 
contributions plus the interest (or return). 
The provident scheme is, therefore, a fully 
funtM defined contribution plan. The scheme 
is mandatory for firms (or establishments) 
that employ 20 or more persons." 

The scheme aims at makingsome provision 
for the future of the coveted employees (up 
to amaximum salary of Rs 5,000 per month) 
after they reUre and also for iheirdependeiUs 
in case a worker meets an early death. In 
tennsofbenefits, apart from terminal bencfiis. 
advances (or withdrawals) for life insurance 
policies, building of a house, medical 
treatment, marriage and higher education 
can also be provided. Underthe scheme, the 
iionnal lateof contributions by the employees 
and theemployefs was, for a long time, 8.33 
per cent of the wage of the employee.s. The 
EPFMP Act. 1952 allows for the rate of 
contribution to be enhanced to 10 per cent 
of wage in respect of any industry or class 
of establishroents. The government of India 
(GOD had increased the contribution to 10 
per cent for 99 categories of establishments, 
which employ 50 or more persons; and, 


mote recently, effective May 1,1997 there 
has been a general increase in the rate of 
contribution for both employees and 
employers to 10 per cent. 

Under the EPFMP Act. 1952 two choices 
are available to employers: (a) either use the 
scheme run under the aegis of the Central 
Provident Fund Commissioner (CPFC); or 
(b) seek an exemption and manage one’s 
own provident fund trust.*' Although the 
return or benefit to the individual under 
cither route is stipulated to be 12 per cent,'" 
the exempted schemes, according to maiket 
sources, usually earn a higher average return 
of up to 13.5-14 per cent.'’The funds under 
option (a) above are part of the public accounts 
since the moneys are kept in trust funds 
which are under the aegis of the go vemment.'" 
These are usually deposited by the CPFC 
with the State Bank of India, which in turn 
invests them according to the stipulated 
investment guidelines. UndertheEPFS, 1952 
the investment pattern for schemes in both 
categories has to be according to the guide¬ 
lines issued from time to time by the CPFC. 

Investment Pattern 

This is stipulated by the Ontral Board of 
Trustees (CBT) of the employees' provident 
and pension funds. At present no investment 
is routed into private sector debt or equity 
instruments in the capital market (Table 5). 
The most recent guidelines for providem 
funds, issued in March 1997, stipulate that 
25 percent of in vestment should be i n ccnlraJ 
government securities, 15 per cent in central 
and state government guaranteed securities. 
40 per cent in bonds of public sector units 
(PSUs)and public sectorfinancial institutions 
(PSFls), and the balance 20 per cent can be 
deployed freely in the above three categories. 
However, returns on special deposits (a tax- 
free interest of 12 per ccni/annum) will 
continue to be reinvested in that asset. 

Scheme for Government Servants 

(Ilontributions by government .servants to 
the state pension funds are part of the public 
accounts and are used solely to finance the 
fiscal defidi of the government, and therefore 
constitutes a conti ngeni liability of the slate.'' 
Si nee April 1986, thesefundscany an interest 
of 12 per cent per annum. The contribution 
of and benefits to central government 
employees are routed through the 
consolidated fund of India, and therefore is 
part of the Union Budget. The system for 
stale government employees is exactly 
analogous to (hat for the centre, that is, thw 
contributions are part of the ctmiolidated 
fund of the individual state governments. 
Providem fund and pension benefits (of which 
the latter are piovitM undm thcGoveminem 
Employees Pension Scheme (GEPS)") for 
retired government servants arc an 
expenditure item and, therefore, strictly 


speaking, the scJwme for govariniient 
servants is pay-as-you-go** and not a ftiliy 
funded one. 

(b) Employges’ Deposit Linkbd iNSiniANCE 
Scheme (EDLIS). 1976 

The scheme requires contribution by 
employers and the central govemmem at the 
rate of 0.5 per cent and 0,25 per cent 
respectively of the pay of emptoyees.** In 
terms of benefit, on the death of a member 
while in service, the persons endlled to receive 
thedcceascrTs providem fluid accumulations 
will be paid an additional atnoum equal to 
the average balance in his providem fund 
account, subject to a maximum of Rs 35.000. 

(r) Employees' Pension Scheme (EPS), 
1995 

This is the newest of the schemes that 
have been esf^lished in India. The scheme, 
which is mandatory, has the following 
characteristics: (i) i t pro vides superannuation 
pension, retiring pension, permanent total 
disablement pension, widow or widowers' 


Table 3: Inoia - EsTtMAtEO Net AccKcrtOM iNrn 
Supeb-Annuation Funds. 1995-96 

(gt cmn) 


- 

Net Accretion* 

Unexempted sector 

5,708 

Exempli sector 

2.518 

Central govemtneni 

2,150 

Stale government 

4.003 

Public provident fund 

2,257 

Railway pension fund 

54 

Life Insurance Corporation 

1.165 

Tout! 

17,855 

(m per cent of ODP) 

(16) 

" This repfesents, essentially, the increase in 

the corpus of funds available for diatribuuon 
(that is. Tor funding outstanding liabilities) 

Nou: It» not claimed that the lint in the table it 

comprehensive. 


Table 4; Inma - Estimated Coapus of 
Supeb-Annuahun Funds at end- 1995-96 


(Rs entrti 

Employees ProvidenI Fund: 


Unexerapied sector 

27.483 

Exempted sector 

24,864 

EPS. 1995* 

9,842 

EDUC** 

Stale Provident Funds: 

IJ34 

Central government 

17,813 

Slate government 

30.786 

Public provident fund 

11,825 

Railway pemion fund* 

771 

Life Insurance Corporation 

3,412 

Total 

1,28430 

(os per cent of ODP) 

(11.7) 


* In Public Account (includn Einployeet' 
pBinily Peoiion Fand. 1971). 

* In Public Account 

‘ Appears as a liability of (be central govEra- 
ment under Reiervc Funds. 

Mt/te: It is not claimed that the Hat in the table is 
comprehenaive. 
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peniion, cMIdren pentlon and orphan 
pension; (ii) it it euentlally a defined- 
conuibudM-denned-beneflt pay-as-you-;o 
ttbeme, which alto allowi withdrawals for 
house building, medical treatment, marri^, 
higher educatimi and disability and (liberal) 
survivor benefits; (iii) theschemejs financed 
by diverting 8.33 per cent of the employers’ 
existing share of Provident Fund 
contribution;^' (iv) the central government 
contribuiesan amount equivalem to l.lhper 
cent of a wotier’s ulaty; <v) it pnivkhs a 
minimum pension of Rs.SOtVmonth and a 
maximum pension of 60 per cent of salary; 
and (vi) all assets and liabilities of the 
erstwhile Family Pension Fund Scheme, 1 91 1 
has been transfened to the new pension 
scheme. With the introduction of the BPS, 
employees’post retiiement income comprises 
of a lump sum provident fund payment and 
a pension. In other words, the benefits like 
the coniritsutions have been bifuieated, the 
rationale of which is not entiicly clear. 

Until very recently, employers had two 
options if they had wanted to supplement 
their employees’ post-retirement incomes 
beyond what is required under the EPFMP 
Act, 19S2; (a) use pension plans offered by 
the Life Insurance Corporalion(LlC) pension 
schemes; or (b) use existing schemes run by 
the Central Provident Fund Commissioner 
(CPPC). Asaconsequenceoftheimroduction 
of theirs. 199Semployees who hadenrolled 
in the LlC pension sch^s, will also obtain 
pension benefits from the EPS I99S. 

' However, only the scheme run by the CPPC 
is eligible for the government cuntribuiion 
of 1.16 per cent of salary, thereby 
discouraging establishments to seek 
exemptions to run their own schemes.-’ 
Employers that want to be exempted have 
to contribute the balance L16 per cent of 
salary, thereby ensuring that a contribution 
rate of 9.S per cent is maintained for both 
exempted and unexempted schemes. As 
importantly, all benefits from the exempted 
setemes have to be at least equal to that 
provided in the EPS, 1995.” In fact, the 
trustees (or fund managers) themselves have 
to guarantee this!” So for. only the Steel 
Authority of India (SAIL) has sought and 
been granted exemption; and. Telco and 
Tisco have sought exemptions, but have not 
yet been gramed permission by the CPPC. 

Bank Empu)yees Pension SaiEME (BEPS), 

1993 and Insurancc Employees Pension 
Scheme (lEPS), 1993 

These relatively new schemes are, 
•wpectively, for employees of public sector 
banks and the government owned insurance 
companies only.” It is financed by the entire 
employers’ portirm of the Provident Fund 
II’IO contribution, which is 10 per cent of 
basiesaiary.’Hie mainsuperaiiniution benefit 
Iwhich is provided at the age of 60 yean) 


after 33 yean of iervice”.is a pension of SO 
per cent of average Irasic salary during the 
last lOmomhsofemployment. An additional 
benefit of 50 per cent of (he average of the 
allowances which rank for the PF and not 
for dearness allowance (DA) during last 10 
months of service, is also provided (which 
comes out to about 2-4 per cent of basic 
salary). ’The BEPS is admtnisiered by each 
bank under the aegis of a bipartite trust to 
manage the scheme; and the (EPS is 
administered by the Life Insurance 
Corporation of India (Employees) Pension 
Fuiri Trust. 

Roi.e oh Life Insurance Corporation 
(LIC) 

Under section 30 of the Life Insurance 
Corporation Act, LIC is the sole provider 
'of life insurance business in India. Hence, 
if any employer sets up a privately 
administered superannuation fund (as a 
supplement” to the provident fund and EPS. 
1995), the firm can accumulate funds (in the 
form of an irrevocable tnist fund)'* during 
the employment period of the employee 
concerned, but when pension becomes 
payable, suitable annuities have to be 
purchased from LIC. Alternatively, the 
employercan have a superannuation scheme 
with LIC and pay suitable contributions for 
the employees In service.*" At present, there 
are abwt nine hundred thousand members 
registered in the LIC pension schemes.** In 
the 1997 Union Budget, the finance minister 
has now also allowed the Unit Trust of India 
(UTI) to establish a pension .scheme along 
the lines of that provided by the LIC. 
Therefore, an clement of competition has 
now been introduced. However, the 
investment pattern that has to be followed 
by these funds is identical to that enunciated 
above for provident funds. 

Ill 

Some Uliutrative Calculations 
Pertaioing to EPS, 1995 

TTie numbers presented in this section are, 
to say the least, purely illustrative in nature 
because the age, sex and wage distribution 
of employees in the EPS. 1995. and the 
macro-economic assumptions are not 
available." Nevcnheless, it is possible to get 
some indication about whether the scheme. 


whichiabasedonthecoUoctivecapiUlisaiion 
of funds, is actuarially fair or not.’* 

Prima facie, the formulae determining 
contributions and benefits produced below 
arc not strongly related; 

Contribution on behalf of the empfoyee = 
(8.33 per cent x wage) 

■H (1.16 per cent X wage); (3.1) 

Retiree’s benefit = (pensionable salary x 
(pensionable service -f 2)]/70, (3.2) 

where pensionable salary is the average of 
the last 12 months of employment; and 70 
- pensionable service = residual life 
expectancy. Expressions (3.1) md (3.2) make 
it quite clear that the EPS, 1995 is not an 
individual retirement account (IRA), but 
essentially a publicly funded pay-as-you-go 
system, that may end up in the future with 
large unfunded liabilities on account of 
pension payments. 

Formally, the present value, as at the time 
of retirement (T), of lifetime contributions 
ot a particular employee is given by the 
following well known expression; 

F, = I (fl, w,) p,. (3.3) 

IwT-R 

wherell, i.stheeffectiveaverageconuibuiion 
rate, w, is the employee’s real wage, n is the 
number or years worked and is the accrual 
(or compounding) factor 

p,«n(l+g,) (3.4) 

1-1 

and g, is. say, ihe per capita real GDP growth 
rate. 'The (real) presrmt discounted value of 
pensions at tlic lime of retirement. T is 
obtained from the following term; 

7(1 

B, = r(b,vp, (3.5) 

(•T 

where b ore ihe annual benerns given by 
expression (3.2) above. The system vrauld 
be actuarially fair only if (3.3) and (3.5) are 
equal. Expressions (3.3) and 13.5) implicitly 
assume that inflation rates in the pte- and 
post-retirement phases are equal and iherefoie 
only real changes in GDP are relevam for 
Ihe accounting. Based on the following 
assumptions; (i) an iratiai (real) annual salary 
of an individual aged 25 yean of Rs 24.000 
that increases to a real value of about 
Rs 63,000 per annum after 35 years of 
empi oy mem; (i i) pcr-capiia real GDPgrowth 


Taile S; Inna - Srm'LATEO Investment Pattern 

(Ptretmt 

A«m l99.t-94 1994-95 1995-96 1996-97 1997-9** 

Govemmem securities - - 25 25 25 

Oeniiti and state government guaranteed seiwities 15 15 15 15 15 

Special deposits 70 55 30 20 - 

BondiandtecurilietofHSUsand PFIs IS .30 30 40 '40 

■ EfiTective April 1. 1997. it is not necesxaiy for trust funds to invest in special depoails lad they 
ore free to invest Ihe balance 20 per cent in the other three caiegones. 
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rale of about 3 per cent: and (iit) a residual 
life expectancy of I Oyears. the present value 
of benefits exceed the present value of 
contributions for this particular individual 
by about Rs 75,000(in real terms). However, 
iffOthediscoum factor, I4i,in(3.5)decreasei 
(that is,thcdiscuuntraterises);or(ii)pensions 
are not (fully) indexed to inflation, then the 
difference would be smaller. Possibility (i) 
would come about if the GDP growth rate 
rises during later years. It is likely that as 
the system becomes mature: (i) increasing 
obligations would need to be met from the 
exchequer, (ii) contribution riues of employed 
workers would need to be increased; and (iii) 
a reduction in benefits would need to be 
contemplated." Given the very gradual 
increase in formal sector employment (and 
ipso facto, enrolment and contributors into 
pension schemes) this is adisiinct possibility; 
overthc five year period between 1990 arid 
1995. employment in the organised sector 
has only grown by 4.2 per cent." 

Evolitkwi of Pension-GDP Ratio 

Based on a general set of assumptions 
regarding production technology and labour 
market structure, it can be easily shown that 
the ratio of total pen.si ons to G DP. t). e vol ves 
according to the following: 

q' = 0' - (1 - p) a', (3.6) 

where 9' is the change in the elderly 
dependency ratio," p is the degree of 
responsiveness of the average real pension 
to changes in real wages and «' is tot^ factor 
productivity (TFP) growth. Note that if 
pensions are fully indexed to wages, p = I. 
then the pension-GDP ratio wi II simply trace 
the movements in the elderly dependency 
ratio. Using demographic projections on the 
elderly dependency ratio for India in Bos et 
al (1995), assumptions regarding p, a 
guesstimate of a' (ba.sed partly on the 
literature pertaining to India), it is found that 
the pension-GDP ratio will initially fall until 
about 2020 and then rise steeply over the 
next 50 years or so until 2075. tefore easing 
out over the subsequent half century 
(Table 6). Between 2035 and 2075 (which 
is a bit more than one generation), the 
elderly dependency ratio is forecasted to 
increase by 22 percentage points, which in 
turn ensures that the pension-GDP ratio rises 
substantially, by about 17 percentage points 
of GDP, over this period. Ineiniably, a 
combination of adequate accumulation 
over the 'lean' years, an increase in the 
contribution rate and cuts in benefits will 
be needed to keep the accounts in some 
sort of balance. Another important mitigat¬ 
ing consideration is the fact that pension 
coverage in India is narrow (as emphasised 
earlier), and therefore the actual increase 
in the pension-GDP ratio will be small 
even with an ageing population. 


IV 

Chile*! Private Pemioii System* 

« 

The Chilean pension scheme that was 
introduced in 1901 has become a mode) that 
is being widely discussed internationally. 
The Chilean system of privately managed 
pension funds is being copied all over Latin 
America, and is eVbn being touted as a 
framework thm mature economies could 
follow. A view is emerging that this type 
of system is the solution to the social security 
crisis awaiting the ageing populations of the 
industrialised world. Already six countries 
in Latin America - Argentina, Bolivia, 
Colombia, Mexico, Peru and Uruguay - 
have adopted the Chilean model with 
variations. More recently, the Venezuelan 
government has also announced plaiu to 
follow suit. Some of the characteristics of 
the Chilean privatised system are similar to 
that of the ‘contracting out’ system adopted 
in the U K in the mid-1980s, which was 
designed to encourage people to opt out of 
the state earnings-related pension fund 
(SERFS)" and into newly created private- 
sector managed personal pension accounts. 
The recently proposed scheme in New 
2!caiand is also similarand, when introduced, 
will be based essentially on individual 
accounts. It would iti effect abolish the 
taxpayer funded scheme and replace it with 
a compulsory programme requiring all 
workers to set aside 8 per cent of their pay 
towards long-term saving until it amounts 
to a target of NZ $ 1 ,20,000 (equivalent to 
US $ 71,S00 at the current exchange rate), 
which on retirement would be invested to 
buy an annuity from a private savings 
company. The government would ‘top up' 
the amount where the target is not met, but 
the scheme would not be government- 
guaranteed or index-linked. 

The impetus to the reform of the social 
security system in Chile was mainly provided 
by the financial difficulties that the slate run 
system found itself in by the 1970s. The 
original system that was started in the i920s 
was not a pure pay-as-you-go system as is 
oiten thought to be (he case. The system was 
based on the collect! ve capitalisation of funds, 
and it was envisaged that as the system 
became mature, increasing obligations would 
be met by drawing on these funds and by 
increasing contribution rates of employed 
workers. However, the accumulated funds 
were managed poorly and benefits increased 
rapidly with the result that the government 
had to meet an increasing share of the^ 
obligations. By the 1970$, the system had 
degenerated into an insolvent pay-as-you- 
go regime, although contribution rales were 
in the range of 16-26 per cent of wages. 
Furthermore, the traditional system lacked 
uniformity and was widely popceived to be 
unfair, with some justification. For example, 


while some woiken couh) redie with a very 
high pension at the age of 42, blue collar 
workers could only retire at 65, and yet 
others could retire srith a lull penskmat 55 P 
The Chilean reform has created a system 
of private pension funds to which members 
(who are known as'affiliates) contribute 
throughout their working U ves. Workershave 
to make a mandatory contribution of 10 per 
cent of their taxable salary and earnings 
(plus an additional contribution rate of 3 to 
4 per cent to cover disability and survivors’ 
insurance, and a commiuion) into an indi¬ 
vidual accountfrom which they subsequently 
draw their pension.” Both of these contri¬ 
butions are subject to a maximum wage base 
equivalent to US $2,000." It is not mandatory 
for self employed workers to be affiliated 
to (he system. Both mandatory contributions 
and incoifie accrued to the accumulated fund 
during the contributor’s active life are tax 
deductible in the Chilean system. 

Affiliates are free to choose among 21 
competing fund managers (known as AFP 
- Administradoras de Fbndos de Pensiones). 
Each AFP can maruige only one retirement 
fund, and there is a strict separation between 
the retirement fund and management of its 
assets. Operating costs and profits are covered 
through fees. The AFPs are also obliged to 
provide fund management services, keep the 
records of individual accounts, purchase 
group insurance policy for invalidity and 
survivorship, and perform collection and 
pay menu fiinaion. Affiliates are free to selea 
any AFP and to switch any time after a mini¬ 
mum of four months with a paitiimlar AFP. 

The government's views arc represented 
by the Suprintendency of AFPs (SAFP), 
which is responsible for overall regulation 
and supervision of the AFPs. Funds operate 
not only under tight regulation and 
supervision, but there is alsoacomprehensi ve 
disclosure obligation on their part. 

Role of Government 

Affiliates are entitled toaminimumpension 
guaranteed by the goverameru, even if the 
balance in individual accounts are not enough. 


Table 6: India - Forecasted Change in t)' 
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2000 

-0.00SI 

0.1459 

2005 

-0.0294 

0.1363 

2010 

-0.0157 

0.1408 

2015 

-0.009.1 

0.1513 

2020 

-0.0029 

0.1686 

2025 

0.0015 

0.1901 

2030 

0.0060 

0.2161 

2035 

0.0087 

0.2448 

2050 

0.0752 

0.3400 

2073 

0.1071 

0.4671 

2100 

0.0334 

0.32QS 

2125 

0.0200 

0.5605 

2150 

-0.0017 

0.5788 


* The limulaiian It for p > 0.2 and o’ > 0.0.15. 
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Howbver, ooly tboM enraHed with in AFP 
get thU mMinum penfiob Bvtry nKx^ 
AFPi are mpooiibte lo cnHue a minimum 
actual yield for the petuhm ftmds thu they 
have adminutered over the last 12 months, 
with this minimum yield linked to the average 
yield of all fimds over the same period. This 
minimum is either 30 per cent of the average 
retutn acrou AFPs, or 2 percentage points 
below the average, whichever is higher. In 
case of cessation of paymem or bankruptcy 
of an AFP, the govenimem guarantees (that 
is, takes on a contingent liability): (i) 
actional contdbutioia in the event of 
disability or death of an unretired member 
and (ii) the life an n u i t ie s up to 100 per cent 
of the ndninnnn pcnshm and 73 per cent of 
the amount above thia, with a maximum 
amount of 43 Indexed Peso amount per 
month foreveiy retired penonorbeneficiaiy. 
in the event of cessation of paytnenu or 
bankruptcy of an insurance company. 

iNVESTMEirr Pattekn 

During the early years, funds were 
restricted to government securities, bank 
deposiu. investmem-grsde corpmate bonds 
and mortgage bonds. In 1983, AFPs were 
allowed to invest in equities. However, 
although the limit on equities was act at 5 
per cent of the funds, strict restrictions on 
the type of issuing firm seriously limited the 
AFPs ability to invest in equities. In fact, 
during dm second half of tlw 1980s most 
funds invested in equities were in state (irms 
that werebeingprivalited by the government 
as part of a wide-ranging structural reform 

I programme. Aa a consequence, by the end 
of 1986 the AFPs had invested in only six 
Stocks representing less than 4 per cent of 
the total fbnd. Since 1989 notable changes 
have taken place in the investmem code of 
AFPa, including (i) the limit on equity 
investments has been increased to 7 per cent, 
but in vestment in any individual firm's equity 
has a ceiling of I per cent; (ii) allowing 
investment Hr real estate; and (iii) permission 
to invest up to 9 per cent of the funds in 
foreign securities (Table 7). 

While those workers that are affiliated to 
the system, that it, those that have at one 
time or the other enrolled in an AFP is very 
high at 99 per cent of the labour force, the 
percentage of active contributors is low at 
64 per cent of those employed. This is 
essentially for two leaamu; (i) the self- 
employed aie not required to pvticipate in 
the system and became of tax conaidentions 
have no incentive to make voluntary 
contdbutiona;*' and (ii) a govemmeni- 
guaranteedminimam penrioo creates a moral 
hazard liiuatian among low income workers, 
nuny of whom are self-employed. In both 
instances, it pays to contribute only enough 
so as m Qbuto the minimum penakui upon 
letnement, 

I 


TIuck Racoao of AFPs 

The returns on the accumulated funds have 
beenquitespeotacular.For the 13-year period, 
1980-1993, the net return to paiticipams for 
thesyatemeaa wholehaibeen about lOper 
cent per annum in real cetufTU. This has bm 
largely the reault of Chile's economic 
circumstances. Between 1983 and 1993, 
Chile experienced exceptional growth (of 7 
per cent per year) and the value of assets, 
in paniculw itf firms increased at a very fast 
rale. Also, between 1983 and 1991, real 
intereit rates were very high, which allowed 
funds that had invested in fixed income 
securities to experience very healthy returns. 
As a consequence of these nmcfo.economic 
developmental the values of privately 
managed pension fund assets increased from 
10 per cent of GDP in 1983 to 43 per cent 
of OOP in 1993, and are expected to climb 
to 1)0 per cent of GDP by 2010. The large 
quantum of funds that AFPs control has 
helped create a dynamic, ileeply liquid and 
modern capital market. Ithas ma^it possible 
for private firms to rely on long-term 
financing foi their investmenipiojects, which 
has Usen particularly useful for the priv atised 
utility companies and for the programme lo 
improve infrastructure. (Chile's savings 
enjoyed a phenometul increase from less 
lliM 10 per cent of GDP in 1986 to 29 per 
ccntofGDPin 1996. This has been primarily 
as a result of the imSeaie in public savings 
fromO.l per cent of GDP in the early-1980$ 
to 3 per cent of GDP by the mid-1990s. A 
virtuous circle of higher savings and market 
based leforms fuelling higher growth, which 
in turn resulted in higher private savings, 
was the end result. Thetefon:. it isnot entirely 
clear that the pension reforms per se were 
responsible for the increase in the overall 
savings rate [Edwards 1996 and Hoizmann 
1996). 

Despite an increase in the number of 
pension managemem firms from 12 in 1981. 
when the new scheme was introduced, to 21 
in 1995, there is a fiurdegrecof concentration, 
with the three largest AFPs accounting for 
68 per cent of workers. Although the AFPs 
have been, on average, highly profitable, 
there are stgiuficant differences acrou AFPs; 
fur instance, in 1994, II of the 21 AFPs 
incurred losses. 

An impoftam concern hot been the high 
administrative costs of the AFPs. A part of 
these costs has been due lo aggreuive 
marketing by AFPs to entice workers to 
leave one AFP and join another. Not only 
does this requiip expenditure on advertising 
and various sops, it also resultt in incurring 
costs of opening new accounu. Although, 
in termtofaccumultfed assets, admitiirintive 
costs have declined irom almost ISperceni 
in 1983 to 1.8 per cent at present, they are 
cofiiiderably higher than the ooste incurred 


by governroent-nin provident funds in 
Singapore and Malaysia, where they are 
estimated to be only 0.1 - 0.2 per cent of 
accumulated assets. 

V 

Central ProvMciit Fund of Siofapon 

The Central Provident Fund (CPF) is a 
compulsory social security savings scheme 
jointly supported by employees, employers 
and the government. The government hdps 
by (i) guaranteeing payment of CPF savings: 
a^ (ii) enhancing funds in CPF accounts 
by bonus (or top-up) schemes. CPF mendsen 
include both employees and self-employed 
persons in Singapore. Membership has grown 
at a faster rate than that of the labour force, 
with the result that as a proportion of the 
total population, memberahip has climbed 
steadily from about half in 1976 lo about 
80 per cent at present 

Conlribuiion rates were originally set at 
levds at which individuals could accumulate 
enough savings lo finance a basic retiremeitf 
income from the age 60 of onwards. Accounts 
in the CPF are specific lo individuals, that 
is, they are individual retirement accounts 
(IRAs). Over the years, the CPF has been 
broadened as a saving vehicle to help finotcc 
individuals’ housing.heahh and other invest¬ 
ment, thereby enlarging the iide of CIT 
saving considerably beyond that of a social 
security scheme. Therefore, not surprisingly, 
the contribution rate was increased steadily 
from 10 per cent in 1955 to 40 per cent in 
1991, wl^ it continues to be at present (for 
those aged 55 and below),*' Therontribulion 
rate is also used occasionally as a macro¬ 
economic tool by the government; for 
example, in 1986. as a measure to counter the 
recession, the employers’ comnbution rate 
was (temporarily) reduced to 10 per ceaL 
The ceiling on coniribuiions is based on a 
maximum salary of S $ 6,0(X) per month.** 

Of the total contribution rate of 40 per 
cent, 30 percentage points areciediied to the 
member's Ordinary Account (for homing, 
approved investments, CPF insurance. 


Ta»le 7: Chile - UtsTustnnw or AFP Atsars 
BY Main Catedowes, 1981 - 1996 

(Per ceM) 


Asset 

1981 

1986 

1990 1996 

Covenuiian BCcttriliq 

28.1 

46.6 

44.1 

40.9 

Pinancial inslitulioiii* 

71.3 

48.7 

.33.5 

23,7 

Corponre bomb'' 

0.6 

0.8 

ll.l 

*J6 

Corpoiaie equity^' 

NA 

.V8 

113 

riA 

Foreign InsutimeMs’' 

NA 

NA 

NA 

0.3 


* Indudei lime deposits, mortgage bonds ad 

other bonds issued by financial , 

'' InveMmeai grade. 

* Allowed in 1983. 

* Allowed in 1992 up to 9 per cal of dm dadt 

NA • not allowed 

&Nirre: Biuuaiame(l 996 ]adBdwsnlt( 19 N|, 
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tettiaiy education and top]Hng-up paientt' 
lletAtcnvem AcatunisV b pen.'enugc points 
VO YtwfVvti Mcdisuve Account (for 
hospitaVisitm expenses, approved out¬ 
patient treatnicnti and to pay for approved 
medical jn.surance) and 4 percentage paints 
ro his/her Speeiul Account (for old age and 
contingcncie.r). Upon reaching theageof 55, 
a member also has a Retirement Account, 
with a minimum sum of S$ 40,000. For the 
minimum sum in the Retirement Account, 
members use their Ordinary and Special 
Accounts, and members have the option to 
withdraw the balance. Members are 
encouraged to buy life annuities with their 
minimum sums as the.se give them a 
guaranteed income for life.*' Alternatively, 
they may deposit iheir savi ngs with approved 
banks or continue to keep it with the CPF 
board. Ifmembcrschoosctokecptheirfunds 
with the CPF. they can do so through CPF 
investment schemes, which were introduced 
in 1993. After setting aside a minimum 
reserve of S$ 40,(XX) or SJ SO.OOO,'** a memher 
can invest in trustee shares, loan stocks, 
shares listed on SESDAQ. government 
bonds, bank deposits, fund management 
accounts and endowment insurance 
policies.* About one-fifth of members' total 
CPF savings had been placed in CPF 
investment schemes at end-1995. 

It is important to mention that the CPF 
Board has been recognised as one of the 
leading quality service organisations in 
Singapore. The Board has developed a 
corporate philosophy and culture that places 
great emphasis on customer service 
[Singaptire 19%1. This is important since 
the CI^ in addition to having government 
backing in the form of guaranteeing 
retirement bcnefi ts, has also in effect become 
an efficient financial service provider" that 
members can access for a variety of purposes 
as enunciated above. 

Asset Size, Investment Pattern 
AND Return 

The flow of contributions into the CPF, 
on average, account forathirdof total private 
gross national savingsor32 percent of GDP. 
Concomitantly, the corpus of funds managed 
by the CPF are impressive, its assets at end- 
1995 stood at S$ 68.2 billion (56.6 per cent 
of GDP). Of this, S$ 45.1 billion (37.4 per 
cent of GDP) was invested in government 
bonds), and $$ 20.5 billion was placed as 
advance deposits with the Monetary 
Authority of Singapore (MAS), pending the 
issue of such bonds. While the CPF is the 
main lender to the government, the funds arc 
not needed fur budget financing,'" and arc 
invested (mainly a.s overseas portfolio 
investmentibyiheGovemmcntofSingapmc 
Investment Corporation (GIC). In eficct. 
GiC fulfils the role of a fund manager for 
the CPF. 


CFP Mtnfol ttedVe I ItftlBtiNeiMed 
imerest rtte oitthdr CPP savings. The CPF 
imereat rate is a simple average of the IS* 
month deposit and month-end saving ntea 
of the four major k>ca] banks, subject to a 
minimum rate of 2.3 per cent, and revised 
everybrnonths. Asanillu5iiation.theimerest 
rate for January to June 1995 was 3.1 per 
cent, and for July to December 1995 it was 
3.82 per cent. From July I, 1993, savings 
in the Special and Retirement Accounts 
receive an additional 1.25 percentage points 
above the normal CPFintercsi rale. Members 
also receive finaiKial benefits in the form 
of regular top-ups (or bonuses) into their 
accounts by the government, which the latter 
earns from its investments (undenaken by 
GIC). Effective returns are higher since 
employees' contributions to the CPF are 
excluded from their taxable earnings both 
when contributed and withdrawn; in addition, 
earnings on members' balaitces are also tax 
exempt. 

VI 

Policy Choices for India 

At present there is no real consensus on 
what policies governments should follow to 
ensure an adequate post-ietiremcnt (and/or 
old-age) social .safety net for their citizens. 
The implication.s for economic growth, 
development, and poverty reduction of 
pursuing different approaches to providing 
income security for the retired elderly are 
widely debated. Even if a consensus existed 
among industrialised countrie.s, its 
application to other countries would not be 
simpleowingtotheirdiffering demographics, 
economic characteristics and (social) values. 

The broad policy choice .set facing India 
compri.ses cs.scnlially of the following; (i) 
continue with the presertt system of a state- 
dominated system forprovident/pensinn fund 
provision; (li) keep the state provident fund 
component of post-retirement benefits intact 
and under the aegis of the government, but 
allow the private sector to play the central 
role in the (relatively nascent) pension fund 
business, that is, have a combination of state 
and pnvatc provision of benefits for retired 
employees; and (iii) adopt the ‘contracting 
out’ approach to privatising the sector 
whereby employers and employees be 
allowed to place cither a portion or all of 
the mandatory contributions into privately 
managed, fully funded pension schemes; 
that is, private pension plans based on 
individual capitalisation can explicitly 
substitute for all or part of the state managed 
system. The option that is exercised will be 
determined by how best to attain the three 
social/macro-economtc goals that were 
enunciated in Section li of the paper, viz, 
wider coverage; an increase in the quantum 
of institutional savings; and development of 


markets, espbcUiy af ihe longer end 
of die tenor spectrum. 

Given the introduction of wide-ranging 
economic reforms in most spheres of 
economic activity in the country, ■ policy 
implication congruent with these important 
changes would require a considerably 
enhanced rote for the private sector in the 
provistonoTpension benefits onaoonunerclal 
basis. TTie present state managed system has 
failed to broaden the ‘umbrella' of post- 
retirement financial security (in terms of 
coverage), and is also widely viewed as 
heingcumbersomeand providing indifierent 
service. For example, an exempted scheme 
ofirm takes 6 months to obtain permission 
from the CPFC to liquidate investments for 
paying retirees! By allowing private providers 
of pension products, much needed 
heterogeneity will be added to the financial 
markets, thereby enhancing its allocative 
efficiency.* It is quite clear that private 
sector competition will have to play a crucial 
role in achieving the three basic goals. 
Moreover, taking a long-term view (which 
should be the only relevant view in the 
pension business), to ensure that the state 
is not faced with Uhfunded liabilities in the 
future, individual retirement accounts of the 
defined contribution type need to be 
encouraged. Therefore, in terms, of using 
international experience, the Chilean (or the 
‘contracting out’) model is likely to provide 
the most pertinent framework for 
liberalisation of the sector and the 
concomitam regulatory aspects that would 
need to be addressed.^ On the other hand, 
the Singaporean model is a singularly unique 
state-supported success story, that is 
intimately linked to the highly successful 
governance structure (‘culture’) prevalent in 
that country, and therefore would be very 
difficult to replicate elsewhere, particularly 
in India. 


Tabi£ 8: iNDU - SiiooesTCD Investment 
Pattern at End or 2-3 Years 

(Per eenl) 

Asset 


(1) GovcmtiKnl securities and central 

and slate government guaranteed 
securities 25* 

(2) Bonds and securities of PSUs 

andPFIs 15* 

(3) AAA rated fixed income securities 3.5 

rtf which: 

for privately financed 
infrastructure investment 15* 

(4) Foreign cuirency denominated 

fixed income securities 5^ 

(5) Foreign equity .5'' 

(6) Balance I5‘ 


' Minimum. 

Maximum. 

Canbeinveitedrre«lyineaiegorlei(l).(2) 
and (3). 
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Some Rcgolatoiy •ad' 

Legal SnggestiMu 

To incraue the number of people who 
would enrol in a pension plan, (he following 
changes could be considered; (i) nuikc it 
mandatory Tot telf-eniploycd professionals 
in the fiel^ of law, medicine, accountancy, 
etc, to enrol in a pension fund scheme; since 
professional associations generally have 
records, Ihiscan, in principle, be impicmcmed 
relatively easily; and (ii) tighten ‘watchdog’ 
provisions considerably to ensure that 
establishments that are required to initiate 
schemes for employees actusdly doso. Castial 
empiricism suggests that analogous to tax 
evasion (here is a certain amount of ‘pension 
scheme evasion’ in both the industrial sector 
and in the rapidly expanding services sector. 
Also, a large number of so-callcd ‘casual’ 
employees in establishments should come 
under the net. Appropriate exchange ol 
information (and co-ordination) between 
agencies can help to reduce evasion. 

The present investment guidelines of the 
govenunent are informed with, essentially, 
(he sole objective of raising cheap finance 
for funding the overall public sector 
borrowing requirement (PSBR) of about 9^4 
per cent of GDP (financial repression has 
not been limited to the banking sy.stem).-'" 
Theguidcli nes need to be changed d^isi vely 
to allow pension funds a wider risk-return 
opportunity choice set’' and facilitating 
greater risk diversification. For instance, 
initially they should be allowed to invest in 
AAA rated fixed income securities of the 
private sector; subsequently investment in 
the equity of AAA corporatc.s, real estate and 
gold can also be allowed subject to ceilings. 
At the outset, special deposits should be 
‘treed up' for investment according to a new 
set of liberal guidelines. Furthermore, since 
there is increasing emphasis on commercia¬ 
lisation of physical infrastructure (power, 
ports, roads and telecommunications) in 
India, private entities for their long gestation 
investment projects should be allowed access 
to long-term financing instruments under a 
special investment categoty for pension 
funds." Of course, even with more liberal 
investment guidelines there would still be 
sectoral and groupexposurenormsthiu would 
have to be obse^ed. Table 8 puts forward 
an cnd-poinl for investment norms that can 
be pha^ over, say, two-lhree yean. 

On the regulatory side, again.st the 
background of a liberal frainework, the issue 
of 'investor inotection' should not be the 
cenual tenet. The objedti ve of the regulatory 
framewoik should be the creation of a penskm 
fund market within which economic agents 
can participate with confidence. For two 
main reasons this philosophy is preferable: 
(i) it recognises the central role played hy 


the market in satisfying the needs of a 
potential pensioner, and implies that 
regulators ihould reinforce market forces 
radter than work against them; and (ii) it 
rejects the paternalistic implicatioiis of the 
phrase ‘investor protection' and recognises 
instead (hat the ultimate responsibility for 
the decisioncannot betaken from the investor 
[Simpson 1996]. Furthermore, the notion 
carries with it a certain comuHation of state 
bail out (contingent fmancialliatHlity) in the 
cvem that things go wrong; needless to say, 
this should be avoided. Thus, the goal should 
be to promote vigorous competition, where 
reputations would matterinthemarket place, 
accompanied by the elTcctive enforcement 
of laws against fraud.” This is the best 
investor protcctioa Against this background, 
suitable amendments to the Employce.s' 
Provident Funds and Miscellaneous 
Provisions Act, 1952 and the Employees' 
Pension Scheme, 1995 would be needed to 
encourage entry of private providers of 
pensions: given the potential size of the 
maikcl (at least in terms of number of people 
who presently do not have any formal post- 
retirement old-age financial cover), (here is 
enough room for a large number of players. 
The present list of 19 norms that ne^ to be 
satisfied to grant exemption needs to be done 
away with. A programme to educate 
employees would need to be undertaken to 
ensure that optimal decisions are reached, 
in a more liberal environment. 

To formulate appropriate regulations and 
supervise an evolving private pension fund 
industry a free standing body along the lines 
of the SAFP in Chile can be contemplated, 
but representation from the financial industry, 
uccminting professions, practicing actuancs 
and financial law should be considered sine 
quo non/’ In fact, it may also be necessary 
to initially get experts from countries that 
have had some experience in privatising the 
pension fund industry and setting up of a 
regulatory framework to advise .such a body 
regarding entry norms (including minimum 
capital requirement), exit norms, standards 
of service, issues of information disclosure, 
etc. Since pension fund providers arc essen¬ 
tially financial intermediaries, aspects of 
overall risk weighted capital adequacy 
ratios that will need to be maintained wilt 
also need to be formulated based on 
international norms. The body could also 
consider whether the Chilean system of 
making a private pension fund responsible 
for a minimum actual yield linked to the 
industry average may beintroduced in India. 
Any shortfall could be made up from a 
‘contingency reserve’ especially set up for 
this puipose. In Chile, initially, there was 
a requirement of maintaining a cash (or 
investment) reserve of 5 per cent of the 
AFP’s value, which was subsequently 
lowered to I per cent. 


vm 

Brief Condudiiig Scfluuia 

The challenges facing India in its 
endeavour to provide okt-age benefits to its 
large number of citizens are immenM. At 
present most workm are outside (he ambit 
of the EPFMP Act, 1952. Given the prerent 
level of economic developmem h would be 
difficult for the state to provide peiwons to 
all its citizens from resouices available to 
the Exchequer. In fact, even a minimum state 
provided pension without contributions 
cannot be contemplated given the parious 
stateoflndia’spublic finances and the future 
demographic profile of the country. 
Therefore, a start needs to be made to broaden 
the 'umbrella' based on individual capitalised 
accounts, which is run overwhelmingly by 
the private sector. In a manner of speaking, 
pension products need to be taken to the 
'ma.sscs', but on a commercial basis. The 
concomitant development in the capital 
maikets will be a most helpful byproduct of 
this change. A fairly radical change in existing 
legislation and regulatory framework 
(including investment norms) will be 
undoubtedly required. The challenge is to 
ensure that a modern structure that facilitates 
efficient functioning of the sector evolves 
rapidly. Although considerable work is 
needed, there is really no need to reinvent 
the wheel since international experience can 
be depluyedand suitably modi lied for Indian 
requiremcrils relatively quickly. 

Notes 

11 would like to thank Y V Reddy for encouraging 
me to uke up this (opie and for Die )ielp diM he 
extended In ensure expeditious eomplelioa of the 
work, (would like inplacconrccordinygiMitude 
lu (he iicereMi). Ministry of LatMMir; Ceninl 
Provident Fund Ccmnussioner. New UeHii; the 
Budget Division of the Mini.iiy of Finance: and 
the Life Insurance Corporation of India, for bodi 
iK-lpful discussions and for ihe information ihu 
they made available lo me. Many useful 
suggestions wen: also made by P J Nayafc. C A 
Paid, Pradeep Srtvciiava and Suman Bety. 
Needless to .say. all opinions expressed in Ite 
paper are miix; and should not be onribuied lo 
any insiiiuiion nr anyone else. I am solely 
respoanhle for any remaining emm.] 

1 In I9V0, tJie proportion of Ihe population of 
OECD member states over 60 yeais old was 
18 per cent, but this will rise to .11 peroew 
by 2010. 

2 An imponam componem of ihe crisis is, of 
caurse.ilur to (he prepondeiaKcof cifMliveiy 
defined benefit schemes (hat fixed the level 
of retirement cash flows, dwt is. the sum had 
to brur the risk of unteruin asset rttanss. 

1 A notable excepiion here is the UK, wbtcll 
does not face a penskMis rime-bomb. Since 
the early 1980s, the govenHwal to boM 
reduci^ the role of the sum in peotiai 
provision and increasing tlui of to gmto. 
sector. In panicular. to govetaMto to' 

stipulakd tot to basic SUM proviMpitofii 

(Male carnings-relaied peUMto toda 

(SERFS)) would nor he liaM to to rise fat 
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tvcngecaminy. bdlonly toiaflotioa which 
it ufiiolly lower. 

4 Even lome developing coamriei will no( be 
immune from ageing; moil notably, in Chino, 
wheit the than; of (he population over 60 it 
projected to double in hbout 30 yean. 

3 After all. lediiction of old-age pove^ ii 
leally the central abjective for provideni/ 
pension fund lystenw (leganllesi ^ whether 
they arc pnvalely or puUidy managed), 

6 These often amouU to Rs 73/monlh. 

7 In the nirnl areas theie also exist infonnal 
insurance martets that fulfil on important 
function in the present context [Townsend 
IWl. 

8 The ftguic includes an estimated accrual of 
interest of 1 per cent of CDP. 

9 Of which 4.4 per cent of CDP is the corpus 
in stale provident funds. 

10 A back of the envelope catculalion using 
ICOR estimates mokes this point easily. 

11 However, section I (sub-section 3) of the Act 
does empower the Central Provideni Fund 
Commissioner (CPFC) to make the Act 
applicable to any eitobtishroent in which tint 
employer and a nujoniy of employect have 
agi^ that the provisions of the Act should 
be mode applicable. 

12 The government has opted for separate 
legislation for coal mines and Assam tea 
pUntatJons. These tchemes ore largely com- 
parobte to schemes managed along die lines 
of those run by members of the Employees' 
Provident Fuiid Organisation (EPPO). 

13 The exemption is from the EPF Scheme, 19.32 
and not the EPFMP Act. 19.32; section 17 of 
this Act is the mother section for granting of 
exemptions. Some companies have also upaed 
to establish recognised provideni fund 
schemes for employees whose salary is in 
excess of the established limit of Rs 3.0(XV 
month. 

14 Bystipu)aimgtheraKofreturn,thebenericiary 
dm not hear investment risk. 

15 As the case may be, on excess (or a shoitfall) 
relative to the stipulotcd 12 per cent is added 
into (or subtract^ from) (he corpus. 

16 Consequently, these appear as a liability in 
the govcnuneni's balance sheet. 

17 This is clear from (he government's balance 
sheet provided in the annual budget 
documents. 

18 The CEPS is applicable to employees of a 
hmiled number of government services. 

. 19 The benefits are paid out from tax and non¬ 
tax revenues of the govemniefit. 

20 Theschemeuapplic^ktoalleslablishmefils 
to which the En’MP Act. I9S2 applies. 

21 TheEPS l995isnun-comribulorysinceonly 
employed concribule. The balance 1.67 per 
cent share of the employcf remains in (he 
provideiU fund. 

22 Exemptions are granted under section I7(tc) 
of the EPFMP Act, 19.32 and paragraph 39 
of the EPS. 1993. 

23 There are nineteen condtlioos that have to be 
satixfled in their entirety for an exemption in 
be granted. 

24 In other words, if an employer fails to deliver 
certain benefits, the irosiee has to step in. 

23 The schemes are optional for those who were 
employees prior to the introduction of the 
sefaeroex, but compulsory for new employees. 

26 Minimum qualifying condition for bemfiis 
is 10 yean of serviw. 

27 And, therefore, voluntary. 

28 Under the provisions of Fort B. of IVth 
Scheihde of the Income Tax Act, 1961 and 
Rmt XIII of Income Tax Rules. 1962. 


29 Rule 99 of tfie (imw-Tu Rala, 19^. 

.30 UC providei both IndividHl purchai od and 
employed'ofocaipa ri onnlsdieniea; the Inticf 
ore non-contributoiy since only emplpyen 
contribwe. 

31 It has been intimated to me by the CPPCihat 
uiformaiioii on sex and wage chstribaikm is 
being collated. 

32 See Aueibach and Kodikoff( 1987), and alfo 
Homann (1997) who looks at aindior isuies 
for Italy. 

33 To meet unfunded pension liabilities. 

34 It is estimated that employment in the 
organised public and privale sec ton increased 
from 26.4 millioa in 1990 to 27.3 mUlioaon 
1993 (Table 3.3 on page S-S3 of the EmwMuc 
Survey. Governm ent of India, I996f97). 

33 This is cunvenlianally defined as the ratio of 
the population aged 60 and above to the 
populolioo aged 13-39. 

.36 This section draws heavily on (he excellent 
and comprehensive papen by Bustamante 
(19%) and Edwards (19%). 

. .37 Fining in the UK by the National Insurance 
Connibution. 

38 The latter, not entirely surprisingly, were 
often government civil servants! 

39 The system is similar to the Individual 
Retirement Accounts (IRAs) which are 
prevaiem in the US. 

40 The amount of the maximum 'pensionable' 
monthly salary is stipulated to be 60 UR 
(Unidades de Fomento. which is Chile's 
indexed unit of account); and I UF s 31.2 
US$. 

41 Although voluntary contributions are, up to 
a limit, tax deductible, by contributing to an 
AFP, a self employed worker is revealing 
information to llu; tax authorities. 

42 In (he 55 to 60 age group, the contribution 
rale is 20 per cent; in the 60 to 65 group, the 
rote is IS per cent; and the rate is lOpercem 
fnr those above 63 yean. 

43 At present l.44S$ ^ I USS. 

44 Members who become permanently disabled 
can withdraw their savings at any time, and 
on a member's death hu/her savings are paid 
to the nominated beneficiaries. 

43 ThefomierisfortheBasiclnvestinetitScheme 
(BIS) and the latter for the Enhanced 
Investment Scheme (EIS), reflecting the 
relative riskiness of die (wo schemes. 

46 10 per cent of a raeitiber'sinvcsliUc savings 
may also be ipvesred in gold and non-tiusiee 
shares. 

47 TheCPFsadministrativeexpenditiireisquile 
small at only 0.11 per cent of members 
accumulated balmces. 

48 In fact, the government's contiibiition to the 
gross national savings was of the orderof 11.3 
per cent of GDP over the 1990-93 period. 

49 See Patel (1996a and 1996c) for a detailed 
analysis of Uus important coocero for ftnther 
overall devdopment of the Inthon financial 
nurkett. 

30 Also see Turner and Watanabe (1993) for a 
nseful survey of the 'coMnclingoul' model. 

31 See Butter and Patel (1992 and 1997) and 

Patel (1996b) for fnrito diicuuian of this 
and other related issues. * 

32 TocatertoindividualswithdifTeicntdegrees 
of risk aversion. 

53 This could also include, for esunplc, 
invesimeni in bonds of the Infra st ruc ture 
Oevdopment Finance (Company CIDPC); see 
Goverament of India (19%). 

54 An important concern in the long-tenn 
personal inveatment market it quality 
aaceiiainty. 
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General Elections, 1996 in Uttar Pradesh 

Divisive Struggles Influence Outcome 

Paul R Braaa 

For decades, the principal lines of political and economic competition in the state were between the upper 
castes and the midetie status or backward castes, with the scheduled castes largely pawns in this predominant 
struggle and the Muslims largely on the sidelines. The old upper caste-backward caste divide has remained and, 
in fact, has intensified; it is reflected in the bitterness of the competiion between the BJP and its upper caste 
voters, on the one hand, and the SP and its yadav and other backward caste voters, on the other hand. However, 
the scheduled castes are no longer pawns and the Muslims are no longer on the sidelines. 


I 

Intraductioii 

Changes in Issues and Coalitions 
BETWEEN 1991 AND 1996 

W the face of it, the two issues that had 
•jO cleariy defined the election campaign of 
1991 in Uttar Pradesh fUPl, reservations for 
backward castes and the temple/mosquc 
controversy in Ayodhya, had disappeared as 
organising motifs during the 1996 election. 
There were three principal reasons for this 
apparent shift. One was that a consensus had 
been reached on the issue of reservations for 
backward castes by Introducing into the for¬ 
mula two elements designed to appe&se its 
bpponents; iheieservationofaceitain percen- 
Lagc of places for the poor irrespective of 
raste and the elimination of preferences for 
ihe chi klmofbackward caste families whose 
parents and grandparents had previously 
benefited from them. Insofar as the so-callcd 
mandir issue was concerned, (he leaders of 
:he Sangh parivar had clearly resolved to 
Juwnplay it during this campaign.' sensing 
hat a bukiash had already set in as a 
joltsequence of the destruction of the Babri 
mosque on December 6. 1992 and that 
.'oittinued efforts to focus attention on the 
movement to build a temple to Ram on the 
ite would face stiffer political opposition 
u well as disparagement from the English- 
language media. Further,and thethird reason 
Tor the change in the issues that were 
prominent in this election campaign, was the 
decreased incidence of Hindu-Muslim riots. 

Not only were the issues diffenent in 1996 
:offlpared to 1991 in UP, but so were the 
aaities and leaders who determined them. In 
:hc intervening years, the prestige and 
-ffeciiveness of several of the parties and 
pony leaders prominenl in 1991 had declined. 
V PSingh.thearchiiectofllie 1989campaign 
that dislodged the Congress from power at 
the centre, was remembeted mote for his 
inelfective leadership as prime minister and 
for the failure of his strategy for the 1991 
rieettont. He was also in ill health. His 
Jonua Dal (JD). the central component of 
>he former Nadonol Fkont, had iplinteted 

c-- 


and been displaced in UP by the Samajwadi 
Party led by Mulayam Singh Yadav while 
the latter's rival i n Bihar, Laloo Prasad Yadav, 
became the new national leader of the Janata 
Dal. 

Chandrashekhar, the last non-Congress 
prime minister before the return of the 
Congress to power at the centre, had always 
been a loner without significant political 
support outside his home district of Ballia. 
By 19%, he had again been reduced to a 
politically insignificam position on both the 
national stage and in the politics of UP. 
Mulayam Singh Yadav had patted company 
with him, leaving Chandrashekhar the head 
of the rump Samajwadi Janata Party until 
he joined forces with the Samata Party and 
became the sole MP to win an election in 
UP from the latter party. 

P V NarasimhaRao, elevated loihe prime 
ministership of the country in the wake of 
Rajiv Gandhi’s assassination in the midst of 
the l99leIcctioncampaignaiidtheCongress 
victory, demonstrated his Ineffeciivencsk as 
a party leader and wrecked what was left of 
the Congress organisation and of his own 
reputation in the course of his five years as 
h(^ of the Congress. Numerous leaders of 
both the Congress and the BJP, including 
L K Advani. who had ted the rath yatra that 
preceded the 1991 election campaign, also 
suffered grievous hurt to their reputations 
just before the elections with the revelations 
of their alleged involvement in corruption 
payoffs and scams of all sorts.’ No 
assassinations occurred before or during this 
election campaiBn, which also freed it from 
influence by a sympathy wave such as had 
benefited the Congress in the aftermath of 
Rajiv’s assassination. 

Nevertheless, the issues and feelings 
aroused in 1991 remained of central 
importance in 19% despite the absence of 
dramatic symbols to represent them. 
Intercaste hostility between elite and 
backward castes, which has for decades 
provided the principal line of cleavage in UP 
elections, continued to play acritical role in 
structuring paityconfKct. However,by 1996, 
the scales in this conflict had finally become 


weighted in favor of the backward and lower 
castes, who had decisively overcosne the 
dominanceofuppercastesiDgoveminent and 
had begun to displace them in the provincial 
administration and the police as well. 

Adding to the intensity of intercaric conflkt 
was the relatively new and continuing 
assertiveness of the scheduled caste leaden 
and the increasing importance in UP politics 
of theirpaity, the Bahujan Samaj Party (BSP). 
However, the rise of the BSP and the asser¬ 
tiveness of iu leaders complicated patterns 
of inicreaste confl ict. Scheduled caste politi¬ 
cians and scheduled caste voters had formerly 
been no more than pa wn s i n struggles between 
the elite and backward castes in UP party 
politics. However, the leaders of the BSP 
now sought to end this political dependency 
and to play an imlependmt rote, which 
ultimately brought them into conflict with 
both the SP and the BJP in the months 
preceding the 19% elections. 

Finally', though no furtherdramatic moves 
were made to change the <.urrem situation 
in Ayodhya. the memory of the destruction 
of the mosque and of the roles played in it 
by not only the BJP, but the Congreu 
under the leadership of Narasimha Rao. had 
not in the least faded from the minds of 
Muslims. Muslims in UP rejected utterly the 
Congress and its teader, whom they Mamed 
os much as the BJP for the destruction of 
the mosque. 

Moreover, as in the past, no matter whether 
the prime mi nister happens to come from the 
south or the north. UP politics retained in 
1996 their centrality for the future of Indian 
politics. .All the slwve issues of imercasie 
conflici. the rise of the lower castes, and the 
state of Hindu-Muslim idatkms - all of 
significance in other parts of the country ai 
well - have their centre in UP. Innther. it 
is from here only thM the BJP can rise to 
power at the centre. Or, to pul it another way, 
the BJP cannot hope to achieve a mqoriqr 
at the centre without overwhelining aippoit 
in UP and the reu of north India. In addition, 
it was in UP that the stage was art Gw tha 
next phase in the itriiggte for a new poHtioal 

order in India in the year pticadliy Iha 
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^cinmcM tty Ntakin|*»«BiaK«ibi^' 
in the iS9} tegiiiUiiye attetiMy 
becvvMnthe SPandtheESPmdpHttii^tlw 

BSP \n \> 0 Nii'cr with Mnyawnti as chief 
ttMvv^n TV Kcond was the stdMcquent 
w\\\\<itANii\ >u\>v"rt by the BJP for that 
same soNCTnmtit.ThcnwstimpoitaM conse¬ 
quence I'l these developments in UP - and 
for the eoumry - was the split between the 
SP and the BSP. between the principal 
baekwaid and lower caste parties, for thm 
(wo parties together control a greater vote 
share and an equal or greater potential seat 
share in UP elections than the BJP. The 
alliancebetweentheSP.onthconehand, and 
the JD and other parties, on the other hand, 
in no way made up for the division between 
the SP and the BSP.' Together, the latter two 
parties can prevent the BJP fmm sweeping 
the Lot Sabha elections in this state, which 
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is required for them to achieve power at the 
centre. Divided, they leave that prospect open. 
Even divided, they constitute a formidable 
obstacle to the BJP's rise to power in Delhi.'* 

II 

Election Results in UP and Previous 
Lok Sabha Elections 

Peaking of BJP Electoral Strength 

Although the BJP again won a large 
majority of the Lok Sabha scats from UP, 
52outof8SeompaiEdloSIinl99l (Tabic I), 
the mast signiHcant aspect of the results for 
(his pany, for the UP party system, and for 
the future of Indian politics was the 
appearance that its electoral strength - as 
well as its seat-winning capacity - had peaked 
at approximately one-third of the vote and 
approximately lio per cent of the .seats. Its 
advancement from that plateau achieved in 
1991 ha.s been ohsiiucicd by the continued 
inaccessibility of the Muslim vole and by 
its I nability to extend its support base among 
thelowereastcs, who remain overwhelmingly 
loyal to the BSP. Although tlie BJP made 
signiricant inroads into the backward caste 
vole, the SP retains a lock on the largest such 
caste, the yadavs, and considerable support 
as well among other backward castes. Had 
the SP-B SP alliance not broken apart before 
the 1996 elections, the hulk of the parlia¬ 
mentary scats from this state would have 
gone to these two parties. 

Further perspective on the past and 
potential futurcof the party of militant Hindu 
nationalism may be obtained by a 
retrospective viewofUPcIections from I9S2 
to the present, including the vote shares of 
the Bharatiya Jan Sangh, the predecessor of 
the BJP. Figure 1 shows the vote shares for 


the Jan Sangh from 19SZ to 1971 and the 
subsequent vote shares of the BJP from 1984 
to 1996. The ngurc displays effectively the 
political history and popular support for the 
party of militant Hindu nationalism in this 
.state since the first general elections, which 
may be divided into four discrete periods. 
In thcfiTSt.cxustiding from the |9S2elcctions 
through (he fourth general elections of 1967, 
the vote share of the Jan Sangh increased 
steadily from election to election, reaching 
its first peak in 1967 when it polled 22.2 per 
cent of the popular vote and displaced the 
socialist parties as the principal opposition 
to the Congress in UP. The second period 
is marked by a drastic decline in the party's 
fortunes from l%7to 1971 when the BKD. 
the party of Chaudhuri Charan Singh, was 
fortned, immediately displacing the Jan 
Sangh from its position as the main rival to 
the Congress. It did so by capturing the bulk 
of the vote of the mi^le status, middle 
peasant castes who had, for some time, been 
disaffected from the Congress and had been 
dividing their votes among the socialist 
parties, independent candidates, and the Jan 
Sangh. In 1977, the year of the post- 
emergency elections, the Jan Sangh merged 
into the Janata,Patty along with the BKD, 
(he socialist parlies, and the Congress (O), 
leaving no party in this state to articulate the 
Jan Sangh ideology of militant Hindu 
nationalism. 

The third period is marked by the formation^ 
of the BJP by former Jan Sangh leaders in 
the aftermath of the disintegration of the 
Janata Pany. In this period, under the leader¬ 
ship of Aral Behari Bajpai, the BJP sought 
to make a broader appeal than its {Mcdocessor 
Jan Sangh and attempted to hold on to the 
bulk of the support of the united Janata Party 
by downplaying the creed of militam Hindu 


nationalism and adopting instead slogans ol 
‘Gandhian socialism' and secularism. 
However, this strategy failed to provide i 
credible alternative in UP to the Lok Dal 
the re-formed patty of Charan Singh, wliict 
instead retain^ tlw bulk of the suppon tha. 
had previously gone to the Janata Pany. 

The fourth phase in the history of the part;, 
of militam Hindu nationalism in UP began 

Table I; Vote Sharks and Sea-r Won tr 
PaSTV, 1991 AND 1996 Pamjamentarv 
Elsctions, Uttar Pradesh 
(Leadino pAvnu Oni r) 


Party 

No ul 

Candidates 

Vole 

.Share 

Per tint 

Scots 

Won 

BJP 1996 

83 

33.76 

.32 

BJP 1991 

8.S 

33.00 

31 

SP 1996 

63 

20.60 

16 

JD 1996 

12 

4.03 

2 

JD 1991 

IS 

22.00 

21 

JP 1991 

83 

11.00 

0 

BSP 1996 

83 

20.60 

6 

BSP 1991 

67 

8.00 

0 

INC 1996 

83 

8..55 

5 

INC 1991 

83 

18.00 

5 

Cong-T 19% 

74 

3.00 

2 


Stiun-es: Figures for 1991 come from Lok Sabtui 
Samaaya NirvachoH. 1991, Uliar 
Pradesh, NIrvachan Parincm 
Vishleshan evaS visiral Parinam 
(LuftaoH’: Mukhya NIrvachan 
Adhikarl, Uttar Pradesh. 1995). The 
1996percentage riguiet were calcabted 

by me from the unofficul result sheen 
provided by the same lource as for 
1991; they differ slightly from the 
figures in Chandra and Parma, citiag 
Election Commission of India. 
StatUskalKepinioit CeiundEkctiims. 
l996UitheEievtHihLnkSidiHa, Vabune 
I (Nattsmal emd Stale Aharactx) (New 
Delhi. 1996), unavailable ra me at the 
time of conqdetioa of dib article. 
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in 1989 wlwa die BJP.uAderitoieidenliip 
of L K Advani. mdising that the previotu 
strategy nicceeded in lifting the 

party from the lower rungi of the iiate patty 
system, turned once again to an explicit and 
strident avowal of Hindu nationaliim, Hindu 
-pride', and the {daying of what the leaden 
ihennelves called the Hindu card'. This 
new stage of militancy was also more 
stridently anti-Muslim iW ever before; it 
:ulmina^ in the takeover by the BlPof the 
Vishwa Hindu Partshad (VHP) movement 
[0 get rid of the Babrt masjid in Ayodhya 
:md build on the same spot a grand new 
icniptc to Ram. It is only in this period that 
:hc RJP's eicciural fortunes dramatically 
.ncrcased and that the party at last surpassed 
lie peak of electoral stmnglh reached by the 
Ian Sangh three decades earlier. The BJP 
iiiw faces once again the question of how. 
r it all, it can mtwc beyond its new plateau 
if electoral support. 

PrjisisTrNr'H «= Bai'kwxhd Casti: Partiks 

A major obstacle to the party of militant 
lindu nationalism, both to the Jan Sangh 
ind the BiP, has been the existence since 
971 of at least one party that has captured 
I major portion of the so-called backward 
astc vote, that is to say, the votes of the 
lensant castes of middle economic and ritual 
msiiiun m the ptevailing caste hierarchy of 
JP. The stability of that vote has been one 
if the principal features of UP elections 
inceCharan Singh left the Congress in 1967 
nd formed thereafter the piugenilur party 
if this type, the BKD, which went through 
cvcral traasformaliuns before and after his 
leath in 1987. Figure 2, which presents the 
'Ole shares by party in parliamentary 
li-ctions in UP between 1984 and 19%, 
irings out the stability of this particular 
ormalion in the last four clecltons. In 1984, 
rhile Churan Singh was still alive, the parly 
ras known as the LKD and polled 
pproxinmtely 22 per cent of the total vole, 
n 1989, after Charan Singh's death, the Lok 
>al bccamepartufahmadcrcoaliiUm known 
s the Janata Dal, headed by V P Singh, 
rhich brought inloits fold significant support 
romiXhercasies and communities, especially 
ajpuis and some Muslims; the Janata Dul 
It that year polled 3S.9 |ier cent of the 
opular vote. In 1991, by which lime the 
anata Dal had split intoiwn fragmenui, the 
amp Jonoia Dal and the Janata Party, the 
wo parties together polled a third of the 
opular vote, but the larger share of 22 per 
cm went to the Janata Dal. Then, in 1996, 
>y which lime Mulayam Singh Yadav had 
mciged as the undisputed leader of the 
tinc-ipal party of the backward castes, his 
'any, now known as the Samajwadi 

'xtty (SPj.achievedapproximMelythesamc 

-vel of support as the Janata Dal in 1991 
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and (he L.ok Dal in 1984 (see Table I and 
lugurc 2), 

I f the BJP i.s to move beyond its peak of 
electoral strength in the last two elections 
and make good its claim to represent Hindu 
sentiment generally and its goal of 
consolidating the Hindu community, it must 
extend its support among the backward 
castc.s. It is not generally recognised that 
the Jan Sangh alway.s had some support 
among the backward castes, particularly 
among kurmis in central UP, but among 
others as well. The BJP continues to have 
some support among the kurmis and is also 
known to he generally supported by 
Indhas, the caste of its last chief minister, 
Kalyan Singh. It has also made inroads 
among ihejaicastcinwesiem UPatidamong 
many of the smaller, so-called lower 
backward casie.s throughout the stale. In 
tact, this IS the principal battleground in the 
struggle for politicai dominance in UP, and 
one in which the BJP has made considerable 
progress. 

Furthennore, the SP has been stalemated, 
.siuidwiched likethe castes it seeks to represent 
between the BJP with its hold on the upper 
caste vote and the BSP with its gnp on the 
scheduled caste vote. The Lok Dal too had 
been sandwiched in this way in its struggle 
with the Congress, which then encompassed 
within its own fold both ends of the caste 
hierarchy in UP. The diflerencc between the 
lark Dal of Charan Singh and the SP of 
Mulayam Singh Yadav is that the former 
party hod a more extensive support base 
among backward castes whereas the SP has 
solid support only among yadavs and depends 
much mote than the Lok Dal did upon very 
strung support from Muslims. While the 
BJP. therefore, would seem to be pressing 
hard against the weakening backward 
caste support base of the SP. Us own ability 
to capture more of the backward caste vote 
is limited by its twavy dependence iqum the 
upper castes, the n^ral rivals of the back¬ 
ward castes in all districts of this state. 


Continuing Dch.ine or the Congress 

The third prominent feature of the 1996 
election results was a further drastic decline 
in the vote share of the CcMi^ress (1). Although 
it won five seats in this election as in 1991, 
its vote share was reduced from 18 per cent 
in 1991 to only 8.5S percent in 1996. The 
Congress was reduced to founh place in 
votes and .seats won compared to its third 
position in 1991 (see Tables I and 2). In a 
word, the once dominant Congress is no 
longer a signincam party in UP md never 
will he again. 

Dramatk- Intri asc in BSP Strrncth 

The increase in the clctlnnil support for 
the BSP was nearly as dramaric as lire decline 
of the Congress. This party's vote share 
increased from 8 per cent to 20.6 per cem, 
which enabled it to wi n six seals in p^i omem 
from UP, thereby displacing the Cnngten 
both in vote shore and seal-winmngcapacity 
(Tables I and2). Further. theBSP'sclectonI 
strength is almost exactly the same as that 
of the SP. both these parties having polled 
20.60 per cent ofThe votes in the slate, with 
a difference of only 50 voles between them: 
the SP pollcd9,483,739 votes whale tbcBSP 
pulled 9,483.789. 

However, the SP is a much more cnective 


Table 2; Slats Won ano Secxhid Place 
P osrrioNS Rv Party. 1996 Paruamenyarv 
Elections, Uttar Pradesh 


Pany 

Seals 

Won 

Second 

Place 

OMObined 

Told 

BJP 

.12 

22 

74 

SP 

16 

32 

48 

BSP 

6 

17 

2.3 

INC 

S 

3 

S 

JD 

2 

6 

■ 

Cong-T 

2 

1 

3 

CPM 

0 

2 

2 

SAP 

1 

1 

2 

Indepeadeat 

i 

I 

2 

Total 

8.S 

•S 

ITS 
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! ^.pirty in winning scats, having won 16 scats 
wMi the same vote as the BSP compared to 
^ oaly six scats for the latter (Table 21. One 
i ■ reason for this discrepancy is that the B.SP’s 
lupport is more evenly spread across the 
state while that oft he SPis mure concentrated 
inpaiticuliircon.'ititucncic.s. .AlihouehthcSP 
'y and the RSP polled virtually exactly the 
)" same share of the total vote in the slate, the 
SP cootestcJ only 6.^ constituencies 
compared to S5 for the BSP (Table I). TTk’ 
mean vole sharcof the SP m the constituencies 
it contested wa.s. therefore, signilicantly 
higher at 26. (18 percent than ll lal for the BSP, 
which was 20.79 per cent. More important, 
however, is that the potential vote ba.se of 
the SP i.s much larger than that of the BSP 
siiR'c the backward castes Irom whom it 
derives a substantial part of its support 
comprise more than 40 per cent of the total 
population of the st- ,. bile the Muslims, 
who pmvidc a second pillar to the SP support 
structure." comrci.-.c above 17 per cent 
whereas the scheduled ca.sles, the only sure 
support ba..e tor the BSP, comprise less than 
22 per cent of the total population of the 
slate. The BSP, therefore, can go no further 
than It has whereas the SP can go up or down 
considerably in future, dependingupon shifts 
in both backward ca.stc and Muslim voting 
patterns. 

CotaiNUEO FrmiMentation ot- TKr. Vote 

A further prumincm feature of the 1996 
election results was the continued 
fragmentation of the vole, though less so 
than in 1991. For .some time-until the 1984 
elections, in fact, and before the rise of the 
BJP - there had been a movement towards 
adualist pattern of party competition between 
the Congrcics and the former Lok Dal.' The 
dualist pattern had been particularly clear in 
the state legislative assembly election 
contests, hut it was also noticeable in the Lok 
Sabha elections. That movement has been 
retarded in the last three elections. At the 
same It me. compared to the last two elections, 
the number of effective parties has been 
reduced from four in 1989 and five in 1991 
to three in 1996. The elimination of the 
Clongrcss as a .serious contender i n UP pol it ics 
has limited effect ive party competition to the 
BJP. the SP. and the BSP. 

Fragmentation is also evident i n I wo other 
measures: (I) the pcrccmage of the popular 
vote required for victory in most consti¬ 
tuencies and (2) the two-party fotc share in 
each constituency. With regard to the former 
measure of fragmeniation. it is notable that 
72 per cent of the seats won in 1996 by all 
parties were taken with a vole share below 
40 per cent (Tabic 3), almost exactly the 
same as in 1991 but almost exactly opposite 
to that in 1989." Only six seals out of 8S 
were won with a majority vote in 1996, 
exactly the same as in 1991. 
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However, the panics differ significantly 
m this respect. The BJP won 63 per cent of 
its seals (33 or52> with less than 40 per cent 
of the vole comp.ucd to 88 per cent of the 
SP victories (14 of 16) and 100 per cent of 
BSPvietones.Thcenntinuingdisimegration 
ot the Congress is also evident tium this 
distribution: only one scat, that of Ajit Singh 
in Baghpat - who IcB the Congress to form 
his own party within a few months after the 
Lok Sabha elections - was won with a 
majority vote: two of its remaining scats 
were won with less than a 40 pa cent vote 
and the other two with less than 30 per cent. 

Insofar as the second measure of 
fragmentation is concerned, that is, the share 
of the vote won in each constituency by (he 
the lirst and second place parties combined, 
the median and the mean vole share in 1996 
were both rather low at 65-66 per cent and 
the range was from a low of 43.38 per cent 
ioahighor88.80 percent. The corresponding 
figuresfor 1991 wercquitesimilar'.thenncan 
two-party vote per cent was 63.97 and the 
range was from 45.25 to 88.10 per cent. The 
figures for 1989, however, are quite diffcroni 
from the two later elections: the two-party 
per cent was 75.56 and the range was from 
47.20 to 97.63 percent. Thus, although the 
number of cffeL'live parties has been reduced 
from four in 1989 and five in 1991 to three 
in 1996, the division of the votes among the 
effective parties was more even in 1996 than 
in 1989 when the dualist pattern of 
competition between the Congress and the 
Janata Oal prevailed and overshadowed the 
voles of the other leading parties. ^ 

Regional DtsTiuBirnuN of Party 
STKEN crrii 

A final question that must be considered 
in a state so huge and diverse as UP concerns 
the distribution of party strength within its 
principal regions. Although, as will be shown, 
there are important distinctions in the relative 


strengths of the ponies in particular regions, 
these distinctions occur wiihih a background 
of a relatively integrated political system. By 
an integrated system. I mean one in which 
patterns of inter-party competition are similar 
across most of tire state. 

The relatively even distribution of party 
strength by region for the three leading parties 
is evident from Figure 3. Kumaon is the 
outstanding exception in.wfar as the SP and 
BSP are concerned. In this overwhelmingly 
upper caste /.one, these parties representing 
the backward and lower castes and Muslims 
have little popular support, whereas this 
same region - for the opposite reason - is 
the higlicst-support region for the BJP. For 
il.s part, the BJP is significantly weaker in 
Rohilkhund and in the eastern districts than 
in other regions of the state. BJP weakness 
in Roliilkhand reflci'Ls the fact that it is ihr 
mo.si heavily Muslim region of the stale, 
whereas the HJP's weakness in the eastern 
districts reflects the fact that the latter region 
has been the preeminent site of backward 
caste polities dominated initially by the parties 
of the Left in the early post-indepcndencc 
period and by the agrarian and backward 
caste parties since the formation of Chanm 
Singh's BKD 

Olhcrwi.se, however, the distribution ol 
Tasll .t: Seats Won bv Party ano Vote Pi-ji 
Cent, 19% Paruamentary Elections, 
Uttar Pradesh 


Parly 

.M)-60 

4()-.W 

30-4U Below Total 
.30 

BJP 

3 

16 

30 

3 

52 

SP 

0 

2 

12 

2 

16 

B.SP 

0 

0 

5 

1 

6 

INC 

1 

0 

2 

2 

.5 

JD 

1 

n 

1 

0 

2 

C:ong-T 

n 

(1 

2 

0 

2 

SAP 

1 

0 

0 

0 

~i 

Independent 0 

0 

1 

0 

1 

Total 

6 

IS 

53 

8 

85 

Percent 

7.06 

21.18 

62.35 

9.41 

llXI 
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party iupiioft in the more hMvtiy po{)iilale<l 

region* of the lUte encomiHuaet a fairty 
narrow range (Figures 4, 5.6, and 7). The 
range for the BJP in its flve highett-support 
regions is from 3S to 39 per cent; that fur 
the SP in all regions except Kumaon is from 
1 8 to 23 po'cent.TheSP's sirongesi-support 
region is Rohilkhand, where its strength is 
the miriof image of the BJP’s weakness, 
arising finmlhe strong support of the Muslims 
here for the SP. fn the six most populous 
regions, excluding Kumaon, the range in the 
SP vole share is seven percentage points, 
from a low of 18 in the eastern distnrts to 
a highuf 23 percent in Rohilkhand. However, 
even this range is somewhat exaggerated 
because of the fad that the SP contested only 
63 constituencies, leaving the remainder of 
the 83 scats in this stale to its alliance partners. 
If we consider only Ihc mean vole share of 
the SP in contested constituencies, the 
distribution of its support by region appears 
much mote even. Leaving out Kumaon once 
again, the range is from 25 per cent in the 
Upper Duab to .32 per cent in Rohilkhand. 
Leaving aside both the high and low region.s, 
Kumaon and Rohilkhand. the range is four 
percentage points in the remaining five 
regions, from 25 per cent m the Upper Doab 

10 29 per cent in the eastern Ji.strjci.s. 

The distribution of the combined total 

vote share for the SP and Ihc ID is more even 
hy region than that for Ihc SP alone. Leaving 
aside again the highest and lowest regions 
- Kumaon where the combined vote was 8 
percent and Rohilkhand where the combi ned 
vole was 33 per cent - Ihc range in the other 
five regions i.s only three percentage points, 
from 22 per cent in the Upper Doah to 25 
per cent in Oudh. 

Pinatly, once Kumaon is removed from 
consideration, the most even spread of 
.support for any major party in UP is that for 
Ihc BSP. In the seven most populous regions 
of this state, the range m total vote share tor 
this party is only four percentage points; 
tram 20 per cent in Oudh and the Upper 
Duab to 24 per cent in Bundelkhand. 

Ill 

Voting Patterns and the Support 
Bancs of the Parties 

The spread of literacy, the media, and 
other forms of mass communication and the 
widct>pccad publicity given to the resuhs ot 
public opinion polls in recent years have 
reduced significantly the mystery as well as 
the variability of voting behaviour in north 
I India. In the early decades of independence, 

11 was sometimes difficult, especially in the, 
countryside, even to gel respondents to tcveai 
iheiT voting intentions before the election. 
A common response used to be that “we will 
lake our decision in the last few days before 
ihe election itself on the advice of some 
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prominent person in ourcaste or community”. 
Equally common was deliberate delay on the 
part of local leaders in nuking a decision 
in anticipation of a 'wave' in a particular 
direction and until Ihedircction ofthe “wave*' 


was clear. Further, bloc voting, though the 
general rule in most constitueaciet, did aot 
commonly extend across a broad leiTitMy. 

Though the votes of some castes and ndmdty 
groups did often aggregate to reveal appanw 
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bloc voting at the state level, a high degree 
of variability was more coniinon, with the 
voting behaviour of particular castes 
changing from constituency to constituency, 
most u[tL*n depending upon the caste or 
community of the competing candidates. 
Tliis was cspLN;iully true in the days when 
parliamentary and legislative as.scmbly 
elections were held simultaneously .enlarging 
the possible caste combinations through 
alliances between assembly and 
parliamentary cundidalcsof different castes. 

The ’wave’ phenomenon and thecxpansion 
of voting by caste and communal categories 
across states such as UP was associated 
panicularty with the rise of Indira Gandhi, 
the decision taken by her to 'delink’ stale 
legislative assembly and parliamentary 
elections, and her deliberate appeal to loigc 
categories of voters, particularly brahmans, 
Muslims, and schcdiii^O castes. Her 
categorical appeals were in turn ciHintcrod 
by the rise of parties such as the Lok Dal 
and its succcs.soi's to blocs of the backward 
castes, such as jats and yadavs. with large 
regional or statewide population 
concentrations. In the present decade, the 
BSP has built its strength on the 
overwhelming support of the scheduled 
castes. SinL'c most politically knowledgeable 
t people in the political parties, the media, and 

'' ihcpublic.includingordinary villager, now 

} know in advance the probable voting 

behaviour of a very large segment of the 
electorate, Iheclcctinnnutromcs themselves 
are largely predetermined by inter-party 
alliances made beforehand.’ The campaign 
itself has much less .significance than it had 
formerly, though there remains vanabilily 
both in caste combinations and in the voting 
behaviour of some segments of the popu¬ 
lation. notably among the many small castes 
of middle or so-called backward caste status. 

Travelling across north India to talk to the 
villagers about their voting behaviour, 
theiefoie, nowadays provides fewer surprises 
than formerly, producing instead somewhat 
tedious and repetitive statements. Wc cannot 
now add much knowledge about the voting 
behaviour of north Indian voters to what the 
public opinion polls reveal, hut only .some 
additional understanding of the feelings and 
attitudes of the voters, their intensity, how 
they articulate the reasons fur their votes, 
how one groupcxplains the voting behaviour 
of othen, and how they relate their current 
attitudes and behaviour to their past and 
possible future behaviour. 

Muslims 

The results of exit polls in UP showed 83 
per cent of Muslims supporting the JD-SP 
alliance and only 3 per cent .supporting the 
Congress.reflecting a very hi gh degree of 
Muslim solidarity compared to most previous 
elections and an antipathy to the C^giess. 


for many years the party of choice fur most 
Muslims in this state. In my villageinlerviewa 
aflcr the election, virtually all non-Muslims 
said that Muslims voted for the SPand most 


Muslims themselves acknowledged 
idenUricatioti with that patty and its teader. 
Knowledgeable party workers in UP 
described this Muslim voting pattern in 
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similar vtyt. For example, a iHtinj; MLA 
from Meerut district belonging to the Ajit 
Singh group within the Congress said that, 
in genera), in Meerut district and elsewhere 
in the state, the ’‘Muslims either were with 
the Samaj wadi Party or. to some extent, with 
BSP." Further, he remarked that "Mu.slims 
did not vote even for a Muslim candidate 
from Congress Party”. These .statements, 
which imply that Muslim behaviour was 
different in the past, indicate that Muslims 
tdcnilfled en bloc with one political party 
in particular and that they had such a strong 
aversion to the Congress no wadays that they 
avoided a previous form of communal 
sol idarity.namely. voting for candidatesfrom 
their own community irrespective of-party. 
Although this respon^nt ac knowlodgod thk 
.amt Muslims voted for the BSP, he also 
said that, “by and large, ...even 90 per 
cent...were with Mulayam Singh”. 

The exit poll and this MLA's rcmark.s 
suggest that Muslims in UP did not follow 
the tacbcal voting strategy recommended hy 
Syed Shahabuddin who, Ibr many years, has 
been, advising Muslims to adopt a Chree- 
piungcd strategy. First, they shrmld he sure 
to demonstrate their importaiKc by voting. 
Second, they should avoid dividing their 
voles, especially for “little parties speaking 
in the name of Muslims and Islam and what 
not”." Third, they should unite in any 
»)nsiiluency where there is a BJP candidate 
nehind the party that appears to have the best 
rhance of defeating die BJP." This strategy 
also implies that the aggregate Muslim vote 
ihould be divided in the slate as a whole, 
with the Muslims uniting in some 
xinstitiKiKics behind ihcSP.inoihcrs behind 
he BSP or the Congress. In the absence of 
i constituency-by-constitucncy analysis, it 
:annot be said unequivocally that the 
tiuslims did or did not follow the 
shahabuddin strategy, especially since the 
rnngres.s was rarely in a position to hold 
rorlh as the best bet against the BJP. All that 
:an be said for certain is that Muslims voted 
tverwhelmingly for the SP and its allies in 
he United Front - that is. the Janata Dal and 
he Congress(T) - in the Lok Sabha eleclions 
uxl that very few Muslims voted for the 
"ongress (Figure 9)." Moreover, estimates 
)f the projected Muslim voles for the principal 
xilitical parties in the succeeding Icgislaii vc 
issembly elections indicated that Muslims 
mended to vote overwhelmingly for the SP 
)nd that hardly any intended to vote for 
:i<herlheBSPorthcCongress(Figuie 10)." 

Wc visited a villagein the Kitiunirsegmem 
)f Meerut constituency after theeleciion and 
nterviewed a group of Muslims there, from 
whom we elicited information and 
sxpressions of Uieir sentiments consistent 
^xh the information provided by our Meerut 
^LA. The winning candidate in Meerut Lok 
Sabha conitituency in this election was 


Piouie 10; PaoKrtXD Votas rat PaMaPAi, pAarmi by Castb and OotMUWrr, 
1996 UP Leoslativi! Assembiv Eiettions 


80 

70 

60 

150 
E 

I » 

.to 
20 
10 
0 

Brahmans Rajputs Muslims Yadavs Dalits Kurmis Lower OBCs 

Caste/Communily 

^BJP B SP and Allies Q BSP I|ij]J Congress 

FiiiimF, 11; pKOfficnrED Virrts or Ssi«naj C^tes ani> OiMMiiNnna by Poutk-al Pabty, 

1996 UP LeersLA-nvE Assemely Kit-tions 

80.00 
70.00 
•60.00 
SO.OO 
u 40.00 

(J 

.10.00 
20.00 
10.00 
.00 

53Brahmans|]nRaipuliDMNslims[n3YadavtHDalitfSKurmisBLowerOBCs0lala 



BJP SP Allies BSP Congress 

Party 



Amarpal Singh of the BJP, who had al.so 
polled the largest number of voles in the 
preceding election, but did not take his scat 
because the election was countermanded on 
account of rioting in Meerut in the midst of 
polling. This constituency, which has a 
Muslim population of 30 per cent, was the 
fourth but consiiluciKy for the BJP in the 
entire state in Icntis of the per cent of the 
popul vvole polled by its winning candidate 
(48.66 per cent). It falls in the category of 
constituencies targeted by the BJPfor special 
attention because of the large size of the 
Muslim population, which have also 
experienced severe Hindu-Muilim 


communal riots in the past decade. Such 
constituencies, which include also Kanpur 
City and Aligarii.amongothers, rank amoog 
the BJP's strongesL 

However, in the Kithaur segment of this 
const! luency, the JD candidate, a MuaHtn by 
the name of Mohammad Afzal, polled more 
votes than the winning BJP candidate, 
Ama^ Singh, in the 1996 Loir SMtb* 
elections. There were 13 Muslim catuBdaM 
among the horde of 52 who cooleiled Bib- 
scaL Among the four leading parties iaihig 
constituency, the BJP, the JD. IheBSI^wl 
the Congress, there were two MiwUtt' 
candidates, from the JD and the BSK‘ 
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However, since the BSP polled well below 
its mean vote in the stale as a whole in Meerut 
constituency, gaining only 16.36 percent of 
the popular vote, it can be safely assumed 
that It got few voles beyond its core scheduled 
caste supporters and that, therefore, the 
Muslims did not divide their votes in this 
constituency. 

The village we visited is half Muslim, half 
Hindu, though the pradhans have always 
been Muslim. The village is actually 
predominantly rajput, that is, the Muslims 
ore Muslim mjput.s and the predominant 
caste among the Hindus is chauhan rajput. 
Our Muslim respondents in this village told 
us that all Muslims in the village voted for 
Af/al. the JD candidate. When I said that 
I had heard that the MuslioLs divided their 
votes - thinking of my first respondent's 
statement that a few Muslim votes had gone 
to the BSP -1 was told that was not the case 
in this village.Tlicy acknowledged that there 
was a division of Muslim votes in the 
consinuency, with some going to the BSP 
candidate, but. in this v:'!-jge iney said. 
Mohammad Al/.al .^'oi mme votes. So, 1 
asked if It was a loct that Muslims were fed 
up with the Congress or whai. The response 
was '‘»ahi bat (juiiv true|.’' I said. “Why, 
is it because of Ayodhya? Babn masjidT’ 
the response was: “The Muslims do not 
consider the Congre.ss is their friend, in fact, 
they consider that the BiP is better than the 
Congre.w." I said. “Is it a factT’ The reply 
was; "'Bahut achdm (I .ilcrally. “very good." 
but in this context, “yes indeed.") “The 
Congress is always practising duplicity, 
whereas the BJP, even when they are opposed, 
at least they are straightforward and they 
come and they face you face to fate and 
oppose you." 

PRB: But some people say the Muslims are 
unhappy with the Congress of Narasimha 
Raoonly. If Raogoe.s, then they will go back 
to Congress. 

R: Han, bilkul ho sukla. [Yes. it can definitely 
happen.) 

PRB: When you first started voting, who was 
PM? 

R: Indira Gandhi. 

PRB: So, in those days did the people here 
in this village vote for Congress? The 
Muslims? 

R: They all used to vote for Congress. 
PRB: since when they have become 

unhappy with the Congress? 

R: After the assassination nf Rajiv Gandhi. 
PRB: Aftertheassas.sinationot RajivGimdhi. 
Why? Because Narasimha Rao came? 

R: After Rao took over, we have been unhappy 
with the Congress. 

PRB: Why are you unhappy with the 
Congress? Must be because of Babri masjid, 
no? 

R: Han, bilkul sahi. [Yes, absolutely correct] 
Now, there is nothing in the responses 


given in this interview that is not generally 
known. The responses are. however, of 
interest from three points of view. The first 
is their emphatic character. Though most 
observers presume that Muslims fear the 
BJP more than they do the Congress and 
though it is likely true for these respondents 
as well, they emphasise their disgust with 
the Congress by describing it as more 
contemptible even than the BJP. The second 
point of interest is the personalisation of 
Muslim antagonism to the Congress on to 
the personality ofNarasimha Rao. However^ 
though Muslims did say that they might 
return to the Congress if Rao were sacked, 
the position of the Congress has detenurated 
so l^ly in UP - and largely in recent years 
because of Narasimha Rao's actions - that 
the Congress no longer represents a serious 
option forany potential votinggroup. Finally, 

I believe that the fact that I had to feed the 


answers to the respondents in this village 
occurred partly beoiusc it is assumed that 
I ought to know the answers, given all that 
has happened in recent years, includint: 
especially the destruction of the mosque ai 
Ayodhya and Narasimha Rao's perceived 
role in it. 

However, at the end of this interview, 
when I asked about the voting intentions uf 
these villagers in the furthcoming vidhan 
sabha elections, I received a differeni 
impression of the basis of Muslim voting in 
this village, namely, apositive identifkalion 
with Mulayam Singh Yadav as strong or 
stronger than their antipathy to Rao. I posed 
the following hypothetical question. 

PRB; So, this next election, in this coming 

assembly election, [you] are planning to vote 

for SP. Mulayara...but if the Congress gets 
rid of Rao, say in the next few weeks, [you] 
will switch to Congress>BSP? 
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X: Not at this stage. We will not change our 
idea. We will support Mulayam. Our vote 
is going to Mulayam, wherever Mulayam 
.Singh is. Even if he goes in the Congress 
Pally, i n which case we will vote for Mulay tun 
in the Congtess Party, but wc an going lu 
support Mulayam. 

I then followed up by neferring to the 
Shnhabuddin strategy and asked what they 
thought about it. First, it should be noted, 
the villagers here - ns etsewhcrc in UP - 
had never heard of Shahubuddin. 
Nevertheless, insofar as the latter’s strategy 
IS concerned, their response to it when I 
spelled it out for them was simple, clear and 
direct: "We have only one understanding. 
We will vote for Mulayam Singh.” When 
I asked why, they again volunttcred nothing 
about Mulayam’s role in defence of the 
Babri masjid, but instead lefencd specifically 
to things Mulayam’s government in UP had 
done for Muslims, which included in their 
eyes appointing Muslims as pri n lary teac hers 
in schools, appointing them to the l^vincial 
Aimed Constabulary (PAC). and granting 
Muslim children fee concevsions in primary 
schools, among mher things. Again I asked 
why they had not mentioned Mulayam's role 
in protecting the Babri masjid and asked if 
our respondent had forgotten about it or 
what. The response was that Mulayam’s tolc 
there was also appreciated and that was also 
unc reason why they vote fur him. 

What emerges from this exchange is a 
quite different frame into which to place 
Hindu-Maslim relations in the aftcrmuih of 
the destruction of the mosque at Aytxlhya. 
It is no doubt true that the antipathy of 
Muslims to the Congress and their 
identification with Mulayam Singh Yadav 
in UP emerged largely as a consequence of 
the different stances of these parties and 
leaders to the dispute over the mosque iii 
Ayodhya and that what ha.s I’otiuwcd from 
It IS a considerable polarisation of upper 
ca.ste Hindu and Muslim voting. However. 
It is a mistake to interpret either Muslim or 
upper caste voting exclusively in these terms. 
On tbecontrary. us I have prcviousl y pointed 
out,'' the switch of upper cissies and many 
jats from Congress to the BJP has had as 
much to do with the Mandal controversy - 
that is. with the fear of loss of privileges or 
failure to gain access to privileges ~ as with 
the Babn Masjkt-Ram Janmabhumi i.ssue. 
Wc now sec reflected in this village interview 
another kind of Muslim response to the 
Congress and to Mulayam that mirrors that 
ul the upper castes, namely .that it is Mulayam 
- and whatever pany with which he is associ¬ 
ated- who has done something for Muslims. 

On both sides of this communal divide, 
therefore, we sec something completely 
t>ecular: the material and physical ooncerns 
“I people about their and t^rchiidien’sIHe 
chances, security and general well-being. In 


this respect, what has followed for Muslims 
in the aftermath of Ayodhya is integration 
into the political process in the same manner 
as for 01 her groups, through the scramble for 
advantage, preferenct. and favour. For 
Muslims lofollewlhe.Shahabuddinstrategy, 
therefore, is to move in a different direction: 
towards isolation from the political process 
through the acting out of a negative strategy 
in a narrow focus upon the communal issue, 
tlicreby feeding into the BJPdesign to polarise 
voters around communal antagonisms, to 
single out and separate Muslims from all 
political parties, and thereby to nullify 
Muslim political effectiveness.- 

Backward Castis 

There was a consensus also on backward 
caste voting in the Lok Sabha election, but 
in this ca.se the shared view was that the 
backward castes were divkieil. For some 


castes, such as the yadavs. the defimtive 
statement could be made that they 
overwhelmingly supported one parly or 
another, in this case the SP of Mulayam 
Singh Yadav. For other large backward 
castes, the consensus was that their vola 
were divided. But, for the great majority of 
the smaller backward caste groups spread 
acro.ss the state, there is only local knowlodge. 
According to India Today, the larger share 
of the backward caste vote, 46 percent, went 
to the JD-SP alliance while 38 per cent went 
to the BJP.'* 

India Today 'r estimaleof the votedivinen 
among the backward castes was not shared 

by all knowledgeable observers I interviewed, 
as the following segment of an inierview 
with the MLA from Meerut district, 
previously cited, indicates. 

PRB: wim gets most of the bwkwaid cmM 
vote? 
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: Divided, divided. 

B: You cm'l uy thtf SP, SAPA'* gets 
osl of it]? 

; No, no, Mulayam Singh, he has got 
wst 100 per cent hold on yadavus. 

B. Yadav, that we know. 

; But, so far other oommu[nities] [are 
icemed). I know personally, since 1 have 
n IcHig at Lucknow and seeing things, 
kward.lheyaredivided. And perhaps the 
jer, you see. number is with BJP. 

B\ You think the larger number of 
■kward castes in the stale is with BJP? 
That's why BJP has got 52 or 53 MP 
u here, otherwise how can. how many 
Its] thakurs and pandits can bring? 
his respondent’s remarks confirm the 
rdarily of the yadav vole as well as the 
aderdi vision among the backward castes 
rerally, differing with Buf/a TVm/uv only 
the question of who gels more of lhc.se 
c.-i. Although the India Today poll 
sidered the combined vote for the JD' 
alliance and my informant mentioned 
y the SP. it is clear that he feels the largest 
nber of backward caste votes for any 
5 IC party in UP goes to the BJP.'* His 
larks also suggest clearly the critical 
lo.nancc of the backward caste votes in 
;miining election outcomes in this state, 
efure the rise of the backward castes in 
party politics, the answer to this 
londcni's rhetorical question concerning 
/ many seals the brahmans and rajputs 
Idbring would have been that they would 
ig along most of them, for the great 
only of serious candidates in U P electuios 
ic from the elite castes, among whom 
imans and mjpuis provided the largest 
iber. Indeed, rajputs were considered 
li powerful vote-winners in elections ihai 
I were courted by all political parlies.''' 
ie heyday of Congress dominance in UP. 
as not uncommon fur more than half its 
Jidates to come from the bralimun and 
■ut castes. Now, however, the position 
been reversed. It is the backward castes 
) arc the primary target in UP elections 
baekwanJ ca.sle candidates who arc 
Hired, though nil parties still recngni.se 
brahman and rajput candidates remain 
'crful vote-winners. 

IS mostly among the backward castes, 
let, that some of the old my.stcry of north 
an voting behaviour persists. Omsiilcr. 
example, the comments of our Muslim 

Hsndcnis in K_ village of Meerut 

stitucncy where the BJP polled one of 
•est votes in the .state. When asked how 
backward castes in the village voted, the 
HHisc was that “all Hindus, including 
kward castes, voted for the BJP except 
■Jans," suggesting, in effect, that voting 
his constituency was polarised on 
ununal lines. However, in village 
c SanHianasegmem ofthe Muzaffamagar 


Figure Mow (or right o/f the hne 
Beta 

parljumeniary constituency, which falls in 
Meerut district. I was told by my jatav 
re.spondcnts liial. among the backward castes, 
some voted for the BJP. some for the B.5P. 
A.skcd who voted for the BJP. I was told that 
"sami, kumhar, godonya, gujar, and jal" had 
all voted for the BIP. but it was not clear 
tliirt they had done so unitedly. 

In general, in western UP where the jats 
once solidly supportcdihclxik Dal nf Charun 
Singh and still continue to support his son, 
Ajil, from Baghpat constituency, the jats 
now divide their voles. The division of the 
jat v( lie began after the August 1989 Mandul 
decision reserving 27 per cent of places in 
central sector jobs for backward castes, but 
leavingjatsoutofilicdcrtnitiunorh.'H.'kwatd 
castes. Natural ly, thcrelorc, manyjais turned 
against ihcJanata Dal and its successor parties 
in the succeeding Lok Sabha eicelions and 
joined with the upper castes in virting for 
the BJP. The Meerut constituency was one 
of the constiiucncics in which jals were 
thought to have identified with the BJP in 
the countermanded election of 1991 and to 
have voted for the BJP in 1996. 

Although the jats may have voted for the 
BJP candidate in the Ixik Sahha contests 
from Meerut and Muzaffarnagar 
constituencies, they have no loyalty to the 

BJP as a party. While the K_ villagers 

included the jats in their .statement that all 
the Hindu castes except the Harijans voted 
fur the BJP in the Lok Subha election, in 
some other parts of western UP. the jat vote 
was considered problematic. Pbr example, 

in B_N_village in Aligarh constituency. 

I was not told how the jats voted for 


Parliament, but when I a.skcd how they would 
votcinihesuccecdingvidhan sabha elections 
in .September. 1996.1 received the following 
reponse. 

BRB: And what about the jats? 

/f; Who can say who the jals will vole fof? 
And sometimes ... they keep it very close 
to their chest. And sometimes they vole for 
someone and sometimes for someone else. 

The loyalties of many other backward 
ca.sics in UP arc similarly divided. Pdr 
example, in this same Aligarh constituency, 
gadanyas arc another prominent bnrkword 
c;isic. When asked how the ?adariya.s would 
vote in the coming vidhan sabha electioiB. 
the villagers responded that they would vote 
for the BSP. When 1 asked why, I was 
informed that the candidate of the BSP was 
himself agadariya. I then asked a hypothetical 
question, namely, "if the BSP puts up 
someone w'ho is not godariya, will the 
gadanyas still vnteforBSP?“The respondent 
said that he would not say that, but the voliiif 
is on caste lines. 

Further evidence of yadav soiklariiy for 
the SP. lodhi rajput solidarity behind tlie 
BJP, and division among other backward 
castes, was provided from an interview in 

villagcC_in Jalcsar Lok Sabhaconstkaency 

in Eiah district, carried by the BJP in 19 %. 
Here, although the SP candidale was a 
gadariya, our yadav informant in this villafe 
.said that the gadanyas divided their voKK 
between the SP and the BJP wbereat the 
yadavs in his village voted for the SP emn 
though ihccandidaie was hbnsdfiKitayidnr, 
Further, in the succeeding ’Vidhan Safahn 
election in Nidhauli Kalan cMMilMncy 
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where the Congress-BSP alliance fielded a 
yadav cundidaic. our respondent said that, 
although some yadavs would vote for the 
alliance candidate, most of the yadav vote 
would remain with the SP. When asked 
about the backward castes in general in this 
area.our respondent said that thelodhi rujpuls 
voted for the BJP in 'he Lok Sabha election, 
but the votes of other backward castes were 
divided among the BJP. SP. and BSP. 

A further factor affecting backward ca.stc 
voting in western UP and in other parts of 
the state as well is rivalry between dillcrcni 
backward castes. In western UP, particularly 
in Meerut district, there has been rivalry for 
decades between jats and gujars such that 
the likelihood is that voters of these two 
castes will align themselves behind dificrcnl 
candidates. A similar rivalry exists in many 
partsofUPbeiwcenthc two largest back ward 
castes in the slate, yadavs and kuimis, the 
former aligning solidly behind Mulayum 
Singh Y adav's pany. the latter aligning more 
with the BJP. hut much less solidly, with 
significant pementages voting for the SP and 
its allies and the BSP (sec Figure 10). 

It is likely also that some such factors arc 
at work attccting the division among whiii 
are known as the lower btickward ca.sics, that 
IS, those multifunous caste.s spread across 
the state with generally smaller landholdings 
than jats. yadavs. and kurmis. many of them 
coming from traditional artisan groups, and 
some of them approaching the scheduled 
castes in poverty and ritual rank. Mia Today 
polls and interviews with my rcspondcnls 
suggest that the larger shares of the votes 
of these castes have been going to the BJP. 
with the test being divided among the SP 
and Its allies and the BSP. But why does the 
BJP get more of the.se votes than its nvals? 
Aside from local iniervusic rivalries, which 
should act .somewhat randomly indistribuiing 
the votes of these castes, my Meerut MLA 
respondent speculated that “perhaps (it was} 
religious feelings or something like that." 

Insofar as the backward castes in general 
are concerned, thcieforc, the general picture 
is us follows. Among the larger of these 
castes, only the yadavs can be said to be 
solidly behind a single political pany. It is 
piesumed that the lodhas. a much smaller 
caste, are also .solid in their suppon for the 
BJP because of the prominence of Kalyan 
Singh, a memberof their caste, in that party.-"" 
In general, the loyally of the backward ca.stes 
to particular paitiesisiLselfhcavilyinnucnced 
by caste considerations. Although Charan 
Singh had solid vote banks among both the 
jats and the yadavs. the loyally of yadavs 
today is as much or more to Mulayam Singh 
Yadav personally as to the SP as a party. 
The same is probably true for the li^has, 
Kalyan Singh, and the BJP. The other castas 

for the most part, divided in their loyalties. 
Their votes are alTecled by several different 
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facinrs, depending upon the local context: 
whether a well known person from their 
caste is contesting on the ticket of a leading 
party, whether there arc inlcreastc rivalries 
that would lead members ol one caste to 
align agai nst the candidate or party favoured 
by another, and finally 'perhaps' by Hindu 
religious sentiments fostered hy the BJP’s 
Ayodhyu campaign. 

Urera Castes 

The two upper castes of brahmans and 
ihakurs remain Ihclorgc.st and most intiucntial 
caste categories in this stale, the former 
comprising above 9 per cent of the total 
population, the latter above 7 percent, using 
I he 19.^1 Census as a basis for estimating 
their numbers today Buthihesecustegroups 
formerly identitied forlhe mostpart with the 
Congress, hut the identification was much 
stronger on the part of brahmans because of 
Ihcir allegiance to the Nehru family and 
because of their traditional preeminence in 
the Congress organisation in most districts 
in the state. Rajputs, a caste category 
encompassing a multiplicity of clans often 
divided against each other, owed no loyalties 
as a group to the Congress as such and oficn 
contested for dominance in the districts with 
Congress brahman politicians as wcl^ 
Moreover, as previously noted, rajpuls 
provided strong candidates for all ponies in 
must elections. On the whole, however, they 
were second only to brahmans in their 
importance in the Congress organisation. 

The votes of these two most prominent 
castes have now been transferred 
predominantly to the BJP for several reasons. 


Most important has been resentment at the 
nse ol the backward caste parties and leaders 
in the state and the patronage given to 
Mulayam Singh Yadav in particular by the 
Congress leadership at the centre during the 
tenure of Rajiv Gandhi as prime minister. 
Although rajputs provided some support to 
the Janata Dal under V P Singh's leadmhip, 
they became thoroughly disaffected by his 
Mandal decision. After Mandal. thcrefim;. 
these two castes were left with no serious 
nltcmat I VC hut the BJP. To this most important 
factor must be added the Ayodhya movement, 
which has influenced especially brahmans, 
hut also other upper ca.stes in UP. To the 
members of these castes as ‘vote banks’ for 
the BJP the vaishyas or banias need also to 
be added. They constitute only 2-3 per cent 
of the state's population, but tend to have 
a much higher concentration of wealth than 
othcrca.sies and have provided much support 
for the BJP as well as its predecessor, the 
Jan Sangh, in the past. It is likely that at least 
a third of the total BJP vote in this state 
comcsfromlheuppercastes.constituting the 
bulwark of the party's strength in the state.'' 

Finally, it must not be foigottcn that the 
predominant line of political conflict in UP 
in the last .30 years has been between elite 
and middle status or backward castes for 
local power atxl economic influence. With 
the rise of the backward caste parties, this 
conflict has not only intensified, but has 
probably become more violent. Unlike most 
of the lower castes, many of the backward 
castes have sufficient economic strength aiul 
concentrated political power as dominant 


castes in localities throughout the state to 
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Hige the upper caHM phyaically ai well 
litidilly. Oneof my upper caueimmicw 
indents died below referred ipecincally 
]per caete fear of the terror created in 
■oumryside by whait he called the new 
-based parties, the SP and the B.SP. It 
o relevant to note in this connection that 
rcastedemonstratorswereamongihosc 
j in the streets of Ayodhya during the 
'ministershipof Mulayam Singh Yadav 
ig the first assault on the mosque by the 
■ cadres and supporters in November 


ScHiiDtiLED Castes 

; come finally to the scheduled castes, 
e other end of the ritual hierarchy ot 
I Indian caste society who, together with 
ipper castes and a targe share of the 
lim voters, formerly provided the 
idable support base of the dominant 
pess in its heyday. There is no doubt 
he bulk of the scheduled caste vote now 
to the BSP, at lea.st two-thirds of it and 
hly more. The overwhelming share ot 
ote in turn probably comes from the 
/chamar gniuping, by lor the largest 
grouping among the scheduled castes 
f state. It has been frequently reponed 
t press in the last five or six years that 
UP has been making inroads into the 
iuled caste vote. I have also found 
■nee of idenliricalion with the RJP on 
'art of some non-jatav/chamar castes, 
as khotiks (sonkars) in Kanpur city and 
; division of votes of other castes, such 
ISIS, among several parties, 
the whole, however, my interviews 
:he electio n strengthened the impiesmon 
7 hi gh sched u led caste voti ng sol idani y 
ic BSP. with only marginal division of 
Jtc and defection i n some areas to other 
;s. My informant in Meerut di.stnci, 
lh a strong supporter of Ajil Singh's 
. was very much impressed by this 
arity in ihe Lok Sabha election. He 
nented on (he high percentage of 
Iuled caste voting in general and their 
ification with the BSP, the “zeal and 
isiasm in voting." their “exercising (of 
right to vole” withoul tear, and Ihe 
rmity of Ihe “pakka vole” from these 
s in every legislative assembly segment 
e parliameiMary seats throughout the 
He estimated that this solid BSP vote 
tl from 30,000 to 60,000 in every such 
ent, that the party received “complete 
m from the scheduled castes, including 
mars and paiis and even some 
shards.” Though this vole went against 
indidates of his own party, my informant 
rked that “h was a (Measure to see them 
duled castes) voting," to sec them so 
Mily “conscious.” 

srviews in villages after the Lok Sabha 
on also generally supported theexisiing 
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evidence of .strong scheduled caste support 

for the BSP. In village M_in Mecnit district 

in the Sardluinascgmcnt ufthe Muzat famagar 
parliamentary constituency, in which the 
BJP candidate'prevailed, jatuvs comprise 
approximately .3S per cent of the population. 
Thcjolavs hereall own some land and several 
are .subsianlial landholders by local siundards. 
When asked for whom they voted in the 
parliamentary election, they said they had 
all voted for the BSP. When prcs.scd with 
a follow-up question inquiring if “all the 
jai.ivs voted for BSP,” the reply was that they 
had voted unitedly for the BSP, “99 per 
cent." On questions concerning the past 
loyalty of scheduled casics to the Gingress 
and to Indira Gandhi or Rajiv Gandhi, the 
jatavs of this village acknowledged that they 
had in those days supported the Gingress. 
They also volunteered the information that, 
during Indira Gandhi’s regime, 
approxi mately400 bighas^' of land had been 
distributed to the landless Jatavs in the area 
as a con.scqucncc of which they now all 
possessed land. However, they had voted for 
the Gmgress irrthosc days because ui Indira 
Gandhi and Rajiv Gandhi, but now they felt 
there were no such personalities in Ihe 
Congress, only “a big crowd” and ttere was 
"disintegration in the partys" 

When I asked my jatav respondents in this 
village about their feelings towards 
Chaudhuri Charan Singh and his son Ajit 
and whether any of them had voted for the 
Lok Dal in the past, they spokedisporagingty 
of Ajil Singh as a man who had changed his 
party loyalties loo often and had lost Ihe 
legacy of his father. Some said they had 


voted for Ihe Lok Dal in the past. In fact, 
one of the respondems claimed to have been 
disinci treasurer of the PMKP, one of the 
incarnations ufCharan Singh's Lok Dal. and 
said he used to mobilise his caste people to 
vote for ine DMKP at that time. 

For Ihe present, however, there could be 
no doubt about the overwhelming loyalty of 
the jatavs in this village to the BSP and to 
its leaders, Kanshi Ram and Mayawati. When 
I asked these jalav villagers how they felt 
about the hreak-up of the alliance between 
the BSP and the SP of Mulayam Singh 
Yadav and the formation of the Congress- 
BSP alliance to fight the '-idhan sabha 
elections, ihcy .said that they thought it was 
a good thing. When asked why. they 
responded with full knowledge of events as 
repotted i n the newspapers, emphasising that 
“Mulayam had done... wrong by making... 
■he murderous assault on Mayawati in the 
guest hou.se [and] that, if Mayawati ifld not 
have that telephone which she had quietly 
taken with her, then she would have been 
killed in this episode, and to [try to) kill a 
woman is not something good that Mulayam 
Singh has done. So. weean’t vote for him.”*' 

Similarly, in B_N_village in Aligarh 

constituency, we were informed that the 
jatavs had voted for “the halhi wala.” that is, 
the elephant symbol of the BSP. When I 
asked about the khaiiks, who also lived in 
this village. I was informed they also voted 
for the BSP, not the BJP. In several villafca 
where wc stopped, we asked why aciieduled 
caste voters preferred the BSP, One antwer 
frequently given was that the village id 
question or neighbourii^ villages had been 
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designated as “Ambcdkar villages," afierilie 
famous scheduled caste leader, and weie 
thereby entitled to special development 
projects. Although this programme was a 
central government programme, initiated by 
the Congress, the credit was given by the 
scheduled castes to the BSP, especially to 
the shon-lived government headed by 
Mayawati 

C^ly occasionally did we find evidence 
of dalit defection to the BJP or the BSP. In 
one village, for example, we interviewed a 
jatav pradhan. who had made a deal with 
the BJP leaders under the terms ot which 
begot the hr.ihman votes forihe pradhanship 
for his wife and he agreed to .support the 
BJP in parliartKntary and assembly clocJions. 
In another village, in Mohanlalganj 
constituency, between Unnao and 1 leknow. 
wholly inhabited by pasis, we f iiiid their 
vote divided among the BSP. the BJP. and 
the Congress. However, aside from the jatav 
pradhanjust cited, who hod made u personal 
deal, ill every other village we visited, the 
responsetoourquestiun concerning ihcjatav 
vole was unitomi: "The jatav vote has gone 
for BASPA."’* 

A TypicAL' VaLACiE Vtxn.vc Pattern 

I have given abtivc views of voting by 
caste and community drawn from a number 
of villages spread acros.s a large part of UP. 
Many ot tnose villages were dominated 
numerically, and sometimes politically and 
economically as well, by one or two large 
castes. There are also many larger villages 
in UP, a few of which we visited in our 
election tour, with a very broad disiribuliun 
of castes in which it proved possible to get 
a virtual birds-cye view of the voting pattern 
for the stale as a whole. I give as an example, 
one large village - so large in fact that it 
looks more like a bazaar or qasbah town - 
with a population between eight and nine 

thousand. The village, A_, is situated m 

Hathras reserved constituency of Aligarh 
district The constituency was won by thc 
BJP in 1996 and also in 1991. In 1996, il 
was the BJP's fifth best constituency; its 
candidate polled 48.59 per cent of the valid 
voles cast. 

On ov r way to A_. we had been informed 

that the village was a yadav village with a 

brahman pradhan. In A_, we interviewed 

the former pradhan, who was indeed a 
brahman and had been pradhan of the village 
for 22 years, but had given way in the last 
panchayal (village council) election to his 
daughter-in-law. Although yadavs arc Ute 
largest single caste in the village, with 

approximately 650 voters, A_contains a 

br^ range of castes. Moreover, Muslims 
provide more voters in this village - 750 - 
than the yadavs.There are alstr ITSbtahman 
voters and about a hundred baniya voters 
at well as a few kayasthas. Among the 


Figure below (or right oj) the Umc 

Beu 

tower ca.<sics, jaiav.s predominate, with 
approximately 200 vnlers. hut there are also 
some balmikisfswecpcrs).The winning BJP 
candidate in the parliamentary constituency 
was a baimiki. The village also contains a 
broad range of other backward castes, among 
whom the following were especially 
mentioned: k umhar. rnunio, khtigi, and kahar. 

Our former pradhan informant gave us the 
tullnwingestimatenrihcvotinginhis village 
by caste. Most of the yadav and Muslim 
votes, he said, went to the SP whereas the 
upper caste voic.s of brahmans and baniyas 
went to the BJP. Thejatavs voted for ’Kanshi 
Rum,' that is.forlheBSP. Amongthcbalmiki 
voters, mast went to the BJP and a few to 
the Congress. As for the backward ca.stes 
otherihan the yadavs, they voted forthc BJP. 

We probed our informant to explain the 
voting behaviour of the balmikis and the 
other backward castes, for whom similar 
explanations were given. With regard to the 
balmikis. he noted on the basis of long 
experience as a Congressman on many 
imponant local party committees and elected 
local bodies that the balmikis had “never 
gone along with jalavs" and that their 
inclination in the past had been towards the 
Congress. Recently, however, there had been 
some division in their votes and they wqge 
now going to the BJP. The cmpha.sis in his 
explanation of baimiki voting behaviour, 
however, was thcirdivcrgence from the other 
large scheduled caute group, namely, the 
jatavs. The explanation for the inclination 
of the other btH;kward castes to vote for the 
BJP was similar, namely, that in areas where 
yadavs arc dominant, the other backward 


ca.<itcs deliberately vote differemly from thi 
yadavs. In Ihiscose, however, our informant 
used the Hindi word, ‘atank’ (terrof). tc 
describe the feelings of these other backwan. 
castes, saying that they felt terrorised by the 
yadavs and so chose to diverge from them 
in their voting behaviour. 

The expression of such patterns of jnler- 
casic rivalry and fear among the lower uni 
lower backward castes in their voting has 
been common for decades and has been the 
baneof all Marxist and Left panics who have 
sought to mobilise these groups around their 
apparent (to the Marxists)economic iitterests. 
it is al.so a continuing obstacle to any attempt 
by the BJP to consolidate the Hindu vote. 
Nor have such voting patterns been confined 
to the lower castes. Everywhere in luirtli 
India, local rivalries in villages and disincts 
have been projected onto state and national 
electoral coniesis. Such rivalries comimie to 
be projected in elections at the same time 
that particular categories of voten such as 
Muslims, yadavs, and upper castes 
demonstrate .■lolidariiy over the entire state. 
These more solidary groups provide the core 
of support that sustains the leading p^ies 
from election to election while at the same 
time the hehaviourof the rest of iheelectaraie 
must alio be kept in mind and built into butli 
local as wdt as state and national cakulations 

At the state and national levdi, patties 
strive to find some broader lypeal - to the 
poor and disadvantaged or to the middle 
peasantry or to Hindu sentiment - that will 
overcome such local rivalries, but they must 
also lake these rivalries into account ■» 
selecting candidates for parliotnentary and 
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attcmbly etoctiaiu. In those cniculniors, 
both the bduvkHirofihepvty loyalists and 
of the noil-loyal must be kept in mind. In 
some coaitiluencies, one must satisfy one's 
loyal lupporten by setting up candidates 
from the most loyal caste or community 
while in others one must hope that loyalties 
to the party and iu principd leadcrfs) will 
hold while a candiditte of another caste or 
community is put forward to gamer the voles 
of a second group one wishes to add to the 
vole of the loyal group in order to produce 
the plurality needed for victory. 

While these old patterns of voting 
behaviour based un the protection of local 
rivalries persist and remain quite important, 
especially in the smallerlegislative assembly 
constituencies, the intensity of inter-party 
competition based upon .statewide caste 
antagonisms and loyalties has also j ncrcased 
signifleandy in comparison with earlier yean. 
Although the yadav vole has been relatively 
solid since the rise of the BKD of Charan 
Singh in 1969. Muslim solidarity has rarely 
if everbeen assolid as it is today. ruithcrmiiE, 
I believe the upper caste vote in UP as a 
whole, previously divided among many 
parties with the Congress taking the largest 
share, has consolidaled to a much greater 
estent than ever before. 

There are several reasons fur this upper 
caste solidarity, of which most arc well 
known. The flist is upper caste resentment 
on the reservations issues. The Ayodhya 
movement and Hindu religiosity definitely 
uke second place. However, upper caste 
solidarity precipitated by the reservations 
issue itself has much deeper roots. The ri.se 
of Mulayam Singh Yadav to a position of 
leadership in the slate has also gre^y affected 
the feelings of upper caste people. For the 
upper castes in UP, the need to defeat 
Mulayam and to unite in that purpose, may 
be as great as the fell need of the Muslims 
to unite to prevent the BJP from coming to 
power. 

Our village pradhan in A_articulated the 

several reasons for upper casu; voting for the 
BJP and the switch, as he pereaved it, from 
the Congress, their principal home in former 
days, in the following exchange with me. 
PRB: How has the BJP become popular and 
the Congress has gone down? 

BKS-. First reason is the leadership of the 
Congress party has not been good. 

PRB-. But the Congress is the party of Indira 
Gandhi, Riyiv Gandhi, etc. 

RRS: Both the BSP and SAPA are loially 
casldst parties which have no place for the 
upper caste Hindus and the upper caste 
‘ Hindus used to vole for the Congress, but 
ever since Narasimha Rao look over... the 
upper caste Hindus started thinking that they 
have no option but to go for BJP. 

PRB: Bin why [has] Narasimha Rao... been 
* problem? Narasimha Rao is a brahman 


himself. 

RKS: The upper castes who used to vote for 
the Congress Party started observing that 
Rao was running the party in an arbitrary 
manner, that the dcmociatic functioning 
within the Congress party came to an end 
and the Congress party ... became confined 
to the whimsicai manner in which Rao was 
running the party. And, therefore, the upper 
castes decided that they have no option but 
to vole for the BJP. 

PRB: So, now,... you are saying discontent 
with Naiasiniha Rao, but I have heard that 
the... main reason that the upper castes have 
gone for BJP is because ol Mandal, under 
V P Singh. Is it a fact? 

R/CS: This is true to a considerable extent. 
PRB: But which has been more important? 
RKS: Which..? 

PRB: More important - anti-Rau or anti- 
Mandai? 

RKS: Mandal has been more important. 
PRB: Mandal.Thisiswhatlheard.Andthen 
(here is a ihinJ point, which you have not 
mentioned. I am surprised. How is it you 
have not mentioned the Ayodhya mo vcnicnt? 
RKS: A lot of Hindus in the villages have 
joined the BJP because of the mandir issue, 
the Ayodhya issue. This is a fact. 

PRB: But, now we have three reasons why 
upper castes have gone. One is Rao, one is 
Mandal, third is Ayodhya. Now. how do you 
rank iIkm: in importance? 

RKS: There's a fourth reason also, which I 
warn to mention, that the caste-based parties 
of SAPA ISP] and BASPA [BSP] have a 
tenor in the region and the upper castes feel 
scared of their caste-based politics and, 
therefore, they think that fur their own safety 
and security, they have nowhere else to go 
except the BJP. 

PRB: Well, as a matter of fact, I have heard 
that it was not Rao's leadership that was 
bothering the upper castes, but the fact that 
he supported Mulayam Singh Yadav as chief 
minister in this state. Is it a fact? 

RKS: This is also a fact. ... Because Rao 
supported Mulayam Singh, therefore, 
stalwarts like Narayan Dull Tiwari and much 
junior functionaries like me. who have 
devoted all their life to the Congress - (I) 
am sitting here, but, as a Congressman of 
so many years' standing, but I do nut know 
what I should he doing for the Congress 
party. I'm sitting ... inactive here. So, it is 
certainly a fact that because of Rao's support 
to Mulayam, the upper castes also in the 
Congress Party and also otherwise the upper 
castes have no option but to go to the BJP. 
PRB: But have you yourself gonetothc BJP? 
RKS: No, no I am in suffering (kasht). (am 
in silent suffering. I will not leave the 
Congress Party and go to the BJP, but at the 
decline and dmise of the Congress Party, 

I am in suffering, but I have myself not gone 
over to the BJP. 


SuMMASv: Party Support Bases av Casti- 
AND Community 

We can obtain from exit polU only a rough 
sense of (he overall distribution of party 
support bases by caste and comimuiity for 
the Lok Sabha elections. India Toda-f' 
provided cslimalcd voles fur UP only for 
Muslims, 'other backward castes (OBCs),' 
and upper castes - and these only partially 
-by political party. Figure9,bascdonCSDS 
figures,providesasomewhai moredaboraie 
break-up into upper castes, yadavs, non- 
yadav backward castes, schi^lcd castes, 
and MusliiTLS. These figures give a useful 
p.artial picture of the polarisation of the 
electorate, with the Muslim vole 
overwhelmingly concentrated with the SP 
and its allies, the upper caste vuteconsolidaled 
at the level of nearly two-thirds behind the 
BJP according to ihe India Today exit poll 
and at 87.3 per cent in the CSDS figuics, 
and t he back ward caste vote di vided between 
lhe.se two principal opponents. 

For a more detailed deletion oflhe support 
bases of the principal parties in UP. ii is 
necessary to draw upon the projected votes 
by caste and community for the succeeding 
vidhan Sabha elections held in September. 
These figures must not be read as a statemeiit 
representing the Lok Sabha results for there 
were signiBcam differences in intcr-paity 
alliances between Ihe two elections as 
well as the usual differences between 
parliamentary and legislative assembly 
elections that ari.te as a consequence of Ihe 
vastly different sizes of the two constituencies 
for parliament and vidhan sahha. Moreover, 
(be representations in these cluuts are only 
projected estimates made before the deebons. 
which did not lake account of cither Ihe 
defection of Ajii Singh and his foiiowers 
from the Congress or IIk Congress-BSP 
alliance which developed after the poll wra 
taken. Nevertheless, the overall pteture. 
though much more detailed, is quite similar 
to the exit poll results given in India Today 
for the Lok Sabha. 

Figures IH and 11 present the same data 
represented in alternative ways: first as 
projected votes by castc/conununity for each 
ufihe four main political parties, then as the 
distribution of the .support base for each 
political party among the principal castes 
and communities.^ These figures display 
vividly and, in more detail, ihc polarisation 
between the BJP, on the one hand, and Ihe 
SP and its allies, on the other hand, showii^ 
overwhelming support by hrahmaiu and 
rajputs for the farmer party and ne«ly as 
overwhelming support by Muslims and 
yadavs for the SP and its ailira. The 
division, however, is bipolar, for we me 
again virtually ihc identical degrae of 
ideniiflcation of the scheduled CMteSfthU^ 
wiihthcBSPinthe Vidhan SabhapnieGlRmi 
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asintheLok Sabha exit polls, that is, at about 
two-thirds of the votes of these castes. 

Further, the more detailed break up of the 
votes of backward castes other than those 
of the yadavs shows the division among 
these groups, with the BJP leading among 
jals, kurmis. and lower backward castes, the 
SP and its allies taking scaind place among 
jats and lower backward castes, but the BSP 
also having significant strength among the 
kurmis and lower backward castes. The 
preeminence of the BJP in its projected 
support among the lower backward castes 
desses to be specially noted, for its projected 
percentage vote share is well above its total 
vote share in both the Lok Sabha and vidhan 
sabha elections, indicating that this is vital 
contested terrain among the parties for the 
future where the results of the BjP’s drive 
for power in this state will be decitted and 
the fortunes of all the leading parties 
determined. 

Finally, a look at the same distribution of 
caste and community support by party in 
figures 12 to 15 brings out dearly the 
differential support bases ofthc four leading 
parties and their degree of skewness. These 
chans indicate that, though the BJP vote is 
skewed positively (skewness=0.23) around 
the upper castes and negatively in relation 
to Muslims, it has a broader suppon ba.se 
than either the SP and its allies or the BSP, 
leaving aside the Congress for the moment. 
The SP (including its allies), for its part, is 
the BJP's mirror image, with negligible 
suppon - not enough wonh reponing - 
among rajpuls and brahmans, a positive skew 
[skewness = 0.46) around Muslims and 
yadavs, some broad suppon at a much lower 
level among the other backward castes, and 
a small share of the dalit vote. The BSP 
shows the highest degree of skewness (1.40) 
of all four panics, concentrated around the 
dalit vote, with some suppon as well among 
the lower backwards and kurmis, but with 
only small suppon among yadavs and 
Muslims. 

The Congress displays only two remnants 
of its former predominance. It shows the 
broadest distribution of votes among the 
castes and communities of UP. although 
technically its skewness (-0.68) is greater 
than that of the BJP. Second, it has retained 
a small ponton of its old hold on the brahman 
vote, that being the only castc/communiiy 
vote which crosses the 10 per cent mark. 
However,lhcscdcmon.strationsofthc former 
broad-based suppon for the Congress also 
suggests its weakness, indeed its morbidity. 
The (Congress no longer has significant 
strength among any caste or community in 
the state. Itrelainsonly aresidual vote among 
all castes and communities among persons 
who cither retain a nostalgia for the old 
Congress and the Nehru family whose 
members led it for so tong or who feel they 


have no place else to go, no pany or candidate 
tos^isfytheirideals,iiMcrests,or aspirations. 

IV 

Party Continuity and Future of 
Party PoUlics in UP 

I want to Consider in conclusion (he 
relationshi p of each of the four leading parties 
in contemporary UPpolitics toits ‘past,’ that 
is, to its own previous support buc or, in 
the case of the SP, to the previous support 
ba.se of the several parties of the Left that 
preceded it. For this purpose, a simple 
correlation-regression analysis has b«n 
done, building upon inter-party, imer- 
correlalion matrices of each party’s vote 
shares in the state Lok Sabha elections from 
1984 to 19% with its previous vote share 
and with that of every other leading party. 
Although inter-pany correlations were run, 
they arc not reported hero. In oiderto simpli fy 
matters, I used a criterion of exclusion based 
on the highest vote .share of each of the four 
parties in 1996 and looked for its highest 
positive correlation with any other putty in 
any previous election. In all four cases, the 
highest correlations were with the .same party 
in the previous election under consideration 
rather than with another party. So, only.same 
party inler-elceiion correlations are reported 
here. The results are presented in four 
diagrams, one for each patty, beginning with 
the BJP.” 

Thf. BJP 

Figure 16 gives the results of this inter¬ 
election correlation exerci.se for the BJP. 
They arc quite revealing and are consistent 
with everything we have learned above about 
Its progress and its suppon ba.ses m UP. The 
two highest correlations are between 1984 
and 1989, on the one hand, and between 
1991 and 1996, on the other hand, but there 
isaclcarhreakordividinglinebctwcen 1989 
and 1991 where the R square for the 
correlation between the BJP vote in there 
two elections is 0. Further evidence of the 
sharpness of the BJP's break with its past 
is provided by the correlation between its 
votes in 1989 and in 1996, which is negative 
at -0.40 (R square of 0.16). If we include 
the 1984 elections in our purview, the R 
square between 1984 and 19% produces 
another 0. The only positive inter-election 
correlation of note other than ihore between 
1984 and 1989 and 1991 and 19% is that 
between 1984 and 1991, but it isnotas^igh 
or as “signi ficant" as the other two. In effect, 
therefore, the BJP of the 1990s in UP is a 
different party from its predecessor of the 
same name in previous elections. 

The analysis given above of the changing 
support bases of the BJP Tits well with this 
pi cture. The party became transformed i n the 
aflermath of the Mandal decision as well as 


L K Advanl’s rath yatra and the flnt, fit 
attempt on the mosque at Ayodhya. 
suppon among the upper castes skyrodci 
in the next two elections while, at the s 
time, the party extended iu support am 
the backward castes. Moreover, the par 
support bare among the upper castes appi 
to be solid. The two principal reasons 
that the decline of the Congress, w! 
pre vi ously garnered the bulk of this vote, 
been derinitive and. second, that the u[. 
castes have no place else to go. Howe 
the party's support base among the backw 
castes is less solid and. despitcils pictensic 
it has failed to make significant inroads' 
the scheduled caste vote. The Muslim v 
the largest potential voting bloc in the st 
is inaccessible to it. Thus, the pany contin 
measure confirms both the transformatioi 
the BJP suppon bare and its solidity, 
leaves its fulureopen. However, I havear 
above and in my previous anicle on the I 
UP elections that BJP strength in this s 
has peaked.^ While this still constitute 
best prediction from the available evider 
it will not hold if other ponies lore tl 
support bases anddisiniegrate. ItUneccss; 
thmfore. to consider the party contini 
measures forthe SPand the BSP with a vi 
to predicting their future. 

The SP 

A more complicated exercise is requi 
to search for continuity and discontinuii; 
the SP's support base since we here ei 
the realm of the fractious Left, for which 
term Left is itself often doubtful consider 
the heterogeneity of its leadership and 
support base. In some respects, the SP is 
principal inheritor of the support base i 
orientation of the LKD of Chaudhuri Cha 
Singh. The Lok Dal was the party of 
middle peasants, principally of backw 
caste status, among whom the jats and 
yadavs provided the central core of supp 
Its id^logy emphasised the cconot 
wisdom and the political virtues of 
agrarian-oriented economy based on sn 
family farms. Although its founder resen 
the privileges and pretensions of the up 
castes and favoured backward ca 
re.servations, these concerns rcmaii 
secondary to the economic orientation: 
appeal of the party to all peasant propriet 
irrespective of caste. Alliances were fre 
made at the local level withinflueniial Ihok 
and other non-backward castes to maxiir 
the party’s seal-winning capacity. 

After the death of Charan Singh in 19 
the Lok Dal fragmented between support 
of his son, Ajit Singh, and suppriiters 
Mulayaro Singh Yadav. In the mi^ of il 
quarrels, V P Singh, a lhakur and scion 

alanded estate, left the Congress and laund 

his crusade against the corruption ot 
leaders, including by implication Rrr 
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Omdhi hiouelf. In the proceu. V P Singh 
etneised as the lenderof the principal political 
formation In UP. the Janata Dal, into which 
all the principal Lefl/agrBiian parties and 
leaden merged, enabling that party to win 
maul ve and tmad-based support across most 
of the caste and communal spectrum, 
including the bulk of the Lok Dal’s previous 
support base. By 1991. however, the Janata 
Dal had split, with the departure of Mulay am 
Singh Yadav. In between, both the Mandal 
and Ayodhya controversies occupied centre 
stage in political contestation, importing to 
party politics i n UP an overwhetmi n gl y costc- 
communal orientation. By 1996, the .SP had 
emerged as the only signiricani political 
formation lefl among (he Janata partie.s. with 
Mulayam Singh Yadav as its leader. In 
contrast to the Lok Dal of 1984. the Iik-us 
of the SP of 1996 was upon the backward 
castes as such and Job re.scrv.ii ions fur them 
rather than upon the ecooomii. condition rtf 
the middle peasants generally. Further, the 
SP, but reaily Mulayam Singh personalty, 
storxl forth as the protector of and pnividcr 
of benefits to the Muslims. What continuity 
then can there be between the SP and its 
preceding formations? 

In fact, as shown in figure 17. there is a 
positive line of continuity among these 
political formations from the Lok Dal vote 
in 1984 to the Janata Dal vote in 1989 
(beta a fl.32), from the latter to the enmhi iied 
SJP/JDvotcin 1991 (beta = 0.54). and from 
thelartertotheSPvotcin I996(beta=0,28). 
There is also a strong positive correlalion 
between (he Lok Dal vote in 1984 and tlie 
combined SJP/JD vote in 1991 (beta = 0.50) 
as well os a positive, if weaker corrcliilion 
of 0.21 between the Lok Dal in 1984 and 
the SP in 1996. All these correlations, 
iherefore, indicate that the Lok Dal of C'haran 
Singh IS the fatherof all the Janata formations 
that have followed after it. 1 believe that the 
link of coniinuiiy is between the iiackward 
caste support ba.se ot the l.ok Dal and all 
its progenitors, including the SP of 1996. 
The discontinuity, represented particularly 
by the lower correlation between the LKD 
in 1984 and the SP tn 1996, most prtsbnbly 
reflects the much heavier reliance of the 
latter upon the Muslim vote in contrast to 
the Lok Dal, which rested n'orc solidly upon 
the middle puasant-cum-backward caste base 
and much less upon Muslim support. 

Theselinc.sofcontinuity and discontinuity 

suggest two consequences for the future ol 
the SP - of whatever party or parties flow 
from it - and for the party system in UP. 
Thefirtt is that a stable support ba.se continuc.s 
to exist among backward castes for u party 
spcciflcally oriented towards their interests, 
^■ond, however, (hat base hus been criKlcd 
hy the WP to such an extent that the SP ha.s 
become dependent for its continuance as a 
major party In UP politics upon the Muslim 


vote. However. Muslim support for the SP, 
as we have seen, is highly personalised: it 
is provided principally to Mulayam Singh 
Y^v rather than to the SP. At the some 
time, the tic between the Muslims and (he 
SP has been strengthened by the preferential 
policies pursued by the latter in their favour. 
Any party which continued (hose preferences 
would be likely to retain Mu.slim support. 
There is no reason to believe, therefore, that 
the SP - or any other party combining 
backward caste ami Muslim support - is 
headed for extinction. On the contrary, since 
1984, thcic has been at least one such party 
- with varying degrees of backward c-isie 
.tnd Mu.slim support - that has polled above 
20 per cent of the popular vote in every Lok 
Sahha election. 


Tiih BSP 

The lines of intcr-cicciion continuity for 
the party of (he scheduled castes are strong 
and ctin.si.stcnt (Figure 18). All correlations 
for this party between its vote in 1996 and 
in (he two previous cleclion.s are high. 
poMiivc, and signiricani ai the 0.01 level or 
higher. I believe the strength and consistency 
of Its intcr-clection vote share correlations 
reflects the solidity and consistency of its 
primary support base among the scheduled 
castes. This vole is highly stable and is also 
ironsfcntble when tlic BSP has an alliance 
with other parties 

The solidity and stability ol the scheduled 
ca.stc vote lor a puny .spcciiically onented 
townidsiis interests constitutesa fundamental 
change Irom the past when the Congress 
took the bulk of the scheduled caste vote. 
Moreover, in the past, repealed efforts by 
former scheduled caste parties, such as the 
Republican Party of India, toconsolidaie the 
lower caste vmc failed, except in a few area.s 
in a few elections, bceaiiseof lack of rc.sources 
and leadership to mount an effcciive 
challenge to the Congress hold on this vole. 
A It this has no w changed - and permanently. 
The scheduled castes have at last found a 
political voice in the polities of this slate, 
which can no longer be cither ignored or 
bought off with ecotutmic palliatives. They 
and (heir leadership now demand equal 
(rcaimcnt in the polilieni proec.ss. that is. noi 
necessarily equality of rcsulis. but the nght 
along with other .social and political 
formations to demand preferential and 
privileged treaiment in the highc.st levels ol 
government. ti> both the ministries and ihe 
upper levels of the administration, and in the 
police forces. 

I'hc B.SP leadership hus been single- 
minded in Ihe pursuit of ihc latter goals and 
has antagonised the party's rivals as a 
cun.scqucnce. but the solidity of the party's 
support means that their demands will have 
to he accepted - more or less, sooner or later. 
They hold the balance in the politics of (iiis 


stale, with a transferable vote that, in alliance 
with either the BJP or the SP, can determine 
Ihe fate of the two principal conicstams m 
the Lok Sabha elect iofis and in state leg!slaii ve 
assembly elections. The decision of (he BSP 
leadership to ally wiihneilher of these parties, 
but with the Congress, in the 1996 vidhan 
sabha elections and their steadfastness, have 
made it clear that a govemmeffi cannot be 
formed in this slate without their consent.^ 

The Concres.v 

It is noteworthy, though not surprising 
from what we have already learned about 
the continued broad distribution of (he 
shrunken Congress support base, (hat the 
lines of inter-eicctiun cnniinuily are ail 
sinniglyposiiivcand significant (Figure 19). 
The beta or xcro-ordcrcorrclations from one 
election to the other, beginning in 1984, are 
all high. 0.55 between 1984 and 1989. 0.58 
between 1989 and 1991. and 0.48 between 
1991 and 1996. There is attenuation and 
di.scontinuiiy between I984and 1996. though 
even here the correlation is 0.21. Moreover, 
the correlalion ttetween 1989 and 1996 is 
quite sirong > two elections apart - at 0.33 
and IS .significant at the .001 level. 

This decaying party, though it cannot be 
said (o be dying with dignity, is dying with 
a broadly distributed group of hmgers-on 
and inoiimeis. among whom die former have 
no place else (u go. while (he Uiuer. like our 
respondent in Aligarhdi.sinct,are insuffering 
ai the demise of the party whose ideals they 
cherished and whose previous leadership 
(hey revered. 

V 

Condiuiion: Future of 
UP Party System 

The party system and (he politics of UP 
arc. as of this writing in January. 1997. in 
stalemate.''' The ri.se of the BJP continues 
to be checkmated by its principal rival, the 
SP. and by its deliberate alienation of 
approximately IS to 17 per cent of the voting 
population ut (he state, the Muslims. The 
Congress faileil to revive inthe 19% Vidhan 
Sabha elections despite its alliance with (he 
B.SP and has no future a significant force 
in ihc politics of (his state. 

The |)jriy configuratiun also (eflects a 
high degR^e o| polansation in the electotMe 
among the largc.si voting segments: upper 
castes, Muslims, scheduled castes, and a few 
of the backward castes. The polarisaHoo u« 
however, multiple, providing sustenance and 
stable support for three political formations; 

(he BJP. (he SP, and the BSP. ThedeGtaralK' 
as a whole, therefore, is also fragmented to, 
contrast toihe past when theCongieeimipiidit': 
base straddled the social straenue of 
siiue, encompassing high and hnv rauteiii [ 
Hindus and Muslims, though iidNng to wto' ^ 



sirongorconsistent support amongthe mkkllti 
peasant castes. For decades, the principal 
lines of political and economic competition 
in the state wete between tlic upper castes 
and the middle status or backward castes, 
with the scheduled castes largely pawns in 
this predominant struggle and the Muslims 
largely on the sidelines. The old upper caste- 
backward caste divide has remained and, in 
fact, has inlensilicd; it is reflected in the 
bittemcs.sof thecompctiion between the BJP 
and its upper caste voters, on the one hand, 
and the SPand its yadav and other backward 
caste voters, on the other hand. However, 
the scheduled castes are no longer pawns and 
the Muslims arc no longer on the sidelines. 

What are the possibilities fortranscending 
these divisions or overcoming them? The 
BJP continues to hope for a Hindu 
consolidation that would bring the backward 
castes in ever large numbers to its fold to 
add to its solid upper caste support ha.se. It 
has also striven to break into the BSP's dalit 
fortress. It has had greater succes.s with 
backward castes than with .scheduled castes, 
but its prospects for future progress with the 
former arc uncertain for two reasons. The 
first is that the backlash against the Ayndhya 
movement’s violent consequences persists. 
It will be some time yet before it would be 
ptudcM for the BJP to play the so-called 
Hindu card again. Its principal prospects for 
doing so would come only after achieving 
power in the slate when it might feel 
compelled tobeginconsiniction of the temple 
to R»n in order to maintain its hold on its 
militant cadres. Whether or not such an 
anemptwouldsucccedinenhancingilsappcal 
to the backward castes is problematic. The 
second reason is that the BJP is itself iniemally 
divided bet ween ibuppercastc and backwanl 
caste leaders and supporters. The BJP is. 
basically, an upper caste Hindu party not 
only in its support base, but also in its social, 
economic, and political values and 
aspirations. It is questionable how long such 
a party can remain united with a backward 
caste leader, Kalyan Singh, a.s its legislative 
leader and chief minisicr-in-waiting, and 
bow effectively it can balance the demands 
for politicai privileges and preferences among 
the upper castes and backward castes when 
it is in power. Its flirtations with alliances 
with the BSP pose similar probfems for it. 

In the meantime, while the rhetoric of 
political contestation has centred around 
Ayodhya Ram, and Hindu-Muslim relations, 
the ‘real' politics of the stale has centred 
around the distribution of jobs and 
ptcfercnces, privileges and preferments, (be 
stuff of Indian provincial and local politics 
since Independence, indeed since the 
foundation of represeitlative politics under 
(he British.'' This kind of politicsis inherently 
divisive and biller. The upper castes are 
especially threatened by it .since they have 


predominated for so long in the distribution 
of economic and political resources, as well 
as in personal security and freedom from 
police harassment. Their haven is ihe BJP: 
(heir nemesis lies in the preferential policies 
of the SP and the BSP. They expect the BJP 
to protect their interests, which in turn 
cunsirain.s the BJP from extending its 
patronage to the backward and lower castes 
sufTicicnlly to‘draw them into its fold in 
greater numbers. 

There is a furtherqueslion about the future 
of party politics in this stale, namdy, the 
very fulureofthcslutcitself. The hill districLs 
of Kumaon, nowadays known as 
Uttarakhand, have been promised a new 
state of their own, to be carved out of UP. 
This is an area of complete upper caste 
social,economic, and political predominance 
and a BJP stronghold. While the population 
is small, (he elimination of this region from 
the state will reduce the vote and seat share 
of the BJP and increase the relative strength 
of (he SP and the BSP in the rest of the .state. 
Thus, the BJP will gain a small province in 
which it is likely to beaxnc the principal 
political force, while its rivals will gain some 
advantage in the much larger remnant of 
UP.'’ It is unlikely, however - unless (his 
change constitutes the beginning of further 
dismemberment of this huge state - that the 
balance among the parties and the issues 
among them will ch^ge .significantly. The 
future ofUPpolitics will continue to revolve 
around the divisive struggle among castes 
and communities for preferment, perhaps 
occasionally overshadowed by a resurgent 
militant Hindu movement. Only if a revived 
movement of militant Hindu nationalism 
succeeds in transcending the more persistent 
and perva.sivc differences among castes, 
communities, and classes can the BJP hope 
to become the dominant regional party in UP 
and move on from there to power at the 
centre. 


Notes 

(This article, and the fKld researcli undertaken 
fur It in India in September, 1996, was sponsored 
and partly funded by Ihe Smithsonian Inslilutioii 
as of Ihe proj^ on the EteveMh General 
Elections in India, organisod by Harold A Gould. 
I am grateful lo the Smithsonian Instilulion for 
its sponsorship and to Harold A Gould fur his 
invitation to me In participate again in this latest 
of several pnifects on the Indian gencial elecIHMis. 
I want also to thank Viriginia van Dyke, who read 
ihc first draft oflhis manuscript and mode several 
suggeslHHis that led me lo n^e changes in the 
text at several places. I am. ax usual, solely 
lespofisible for the interpretatino, conclnsions. 
and opuMons expreiMcd herein. 

This article was complcied in January 1997, loo 
early for me lo icfcnmiedge (iilly the exceUenl 
article by Kanchan Chakra and Chandrika 
Parmw, ‘Party Straiegiet in foe Uttar Pradcih 
Assembly Eleclkmi, 1996', Etimimie and 
/>ofi/i«if H'rvtjy.XXXII.No.StFdmaiy 1.1997), 
214-22.1 have, however, inserted lefeicnGea lo 


(hit Miele where ncMsaary in nuklBc mgr ftaal 

Gonectian before submisaion to the EPWinMay 

I997.J 

1 In my post-election tour of UP villages, 1 
often asked whether the MP candidaiei had 
visited the village and, if lo. what they had 
said. A typical answer from villngen was that 
the candidates prondied regular supply of 
electricity, fertiliser subside, and other 
development activities. When I asked 
specifically ifthe BJP canthdaie had said the 
same things, I woe told they had. hi village 

G_in Et^ district, for example, I follow^ 

up by saying, “Didn't they [B)P candkhMe/ 
canvonere] say they wouldbuild a Ram temple 
also?" The reply was thou no they did not 
Uilk about the mandin it was not on issue. 

2 Insofor ax the BJP was coriccncd. however, 
the potential damage to the party that might 
have been caused by the chafes igoinu 
Advoni was ofTsel by pheing the papular and 
respected Atal Behari Bnjpai in the foicfnmt 
as pony leader and protpective prime minisler 
in the event of a BJP victory at Ihe polls. 

.7 India Today repor^ that Ihe JD won 4.26 
per cem of the vote in the Lok Sabha elections 
and the left ponies a mete 1.02 per cent. 
September 30, 1996. p .32. The vote 
share was 20.6 per cent. 

4 It is not only with respect to the BJP that UP 
polilici renruiin critic^. Though it is not the 
subject of this paper, it should be rmted that 
the future of Indiu politics continued to be 
fought out in UPinlheonermathofthetuite'i 
Legislative Assembly elections, held four 
months affcr the Lok Sabha eleirtions. The 
stability of the central govemmeru itself de¬ 
pended upon the caalilions that formed in 
support and opposition to a new government 
in that state. The issue could only be put aside 
temporarily when no govemment could be 
fon^ and Piesrdcni's Rule was imposed. 

5 Christophe Jafhelot, The Hindu Nalimuilui 
Mnvemenl in India (New York: Cotumbla 
Utiivenity Press, 1996), pp 313-16. 

6 Cf Chandra and Parmar, p 220. 

7 On this point, see Paul R Brass,‘Carte. Class, 
ondCummunityinthe Ninth General Electiom 
lor the Lok Sa^ in Uttar Pradesh' in H.vold 
A Gould and Sumit Ganguly (eds), India 
Voles: Alliance Paliticf and Minofity 
Cinvemmeni.x in the Ninth and Tenth General 
Elertiinu (Boulder. CO: Weitview Press, 
1993). pp 110-11. 133 (table S.S). 

8 See Paul R Brass, ‘Caste, Class, uad 
Community in the Ninth General Ekctroib 
for the Lok Sabha in Uttar Pradesh’and'The 
Rise of the BJP and the Future of Party 
Politics m Uttar Pradesh.’ in Gould and 
Ganguly. India Votes, inMe 3.6, p 134 and 
table 13.4, p 281. 

9 Xee India Today, April 13.1996. p 22. where 
this magazine’s andyxis wax that ‘‘over 13.^ 
setUxcoaldbewonoriaal”in“thepn-eleciion 
manoeuvring" and that thii nambCTamounted 
to “more xeals than any party could hope to 
gain during a crunpoigiL” A aimilar remark 
was made to rtre by a potiticiaa i consider 
to be the most astute of any of my infonnanlt 

in UP. Although he could very wdl have read 

this some his remark consliniai to my 

mind further confiriHUMm of the point, 
to India Tinhy.Mny 31, l 996 .p 26 . 'nieCSDS 
hguie cited in Chandra and ftmw f fat df 
Muslim petcemage vole for the Congress u 
slightly highef. 6.4 per cent. 

11 Interview in New Delhi on Seprember !■ 
1996. 
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12 Thli ttralegy wu initially dMigned by 
Shiliabiiddin to b* lued agaiM ibc Congrcu 
in the early MifU of Mi atiNnpled counicr- 
mobUIndon of MutUjni to protect the Bobri 
Maijid because of Ms discontent with the 
Congiets leadenMp’s refusal to use the power 
of the ceninil govemmem to intervene to 
settle tbe dispute. In the famous June 1988 
Allahabad b^-election. where V P Singh 
launched Ms crusade against Kajiv Gandhi 
and the Congress on the issue of the Bofors 
cofrapsion scandal, Shuhabuddin advised the 
Muslim elites of the town to vote for V p 
Singh rather, than Kandii Ram ol the BSP 
because the fonner had the better chance of 
defeating the Congreu there, interview in 
New Delhi on Septentber S. 19%. 

13 Based on CSDS National Election Project 
19% figures cited in Chandra and Parmur. 
The flguses for the United Front include the 
$P, Janata Dal. and the Congress (Tj The 
percentage of Muslims voting fur the SP 
ahme were probobly much higher, above 80 
per cent; as noted in the test above, the 
Muslim vote for the SP and the Janata DnI 
eambined - that it, excluding the Congress 
(T) - was 8.3 per cent according to the fndrn 
Today exit poll. 

14 Theseestimalcswerc, however, nude befuiv 
the aitnounccmcnt of the Congress-BSP 
alliance. 

13 Brass. "The Rise of the HIP and the ruluiv 
of Patty Politics in Uttar Pradesh." m Gould 
and Ganguly, India Vatrs, pp 2^ and 266. 

16 Mat Today, May 31, 1996, p 27 

17 In Hindi. Ihu acronym for the ,SP is SAPA. 


18 This is especially ttue In (be legistalivc 
assembly dedions. on wMch see below. 

19 Paul R Brass, 'Congress, the Lofc Dal. and 
(he Midde-IVoiaM Castes: An Analysis of 
the 1977 ond 1980 Parlianenloiy EkctioiLs 
in Uttar Pradesh,"in Paul R Brass (ed). Caile, 
FacliiiH and Party in htdiaa Pidilics, vol II. 
Eleition Siudies (Delhi.' (Thanakyo, 198.3). p 
194 (leptimcd from Pacific Affairs (19811, 
.34: .3-41], 

20 Virginia von Dyke has also pointed oul to me 
that there arc other important BJP leaders 
from the lodha caste, including Uma Rhuraii, 
whose prominence in the parly has further 
sojidifi^ (heir support fur the BJP. 

21 Insofar as brahmans arc concerned, the 
unifurmily of response in every village wc 
visited was so striking that there is no point 
in citing any of my interviews concerning ihc 
brahman vote. In every village wc visited 
between Delhi and Lucknow, the uniform 
response was that brahmans voted for iIh.' 
BJP. 

22 The 'bigha' ls a measure of land, which vanes 
from region to region, but usually falls in a 
range between one-third to une-filih of an 
acre. 

23 On June 2. 1993, tlie day after the BSP 
wilhtkew its support to the 8P government 
of Mulayum Singh Yaibv, thereby bnnging 
it down and preparing the way for tile 
installation of Mayawati herself as chief 
minister with the support of the BJP. she 
alleges that loughs sent by Mulayain to the 
stale .guest house where she was staying 
ahducledherandiomeofhcrMLAs Furthci. 


she alleges that she baady ewaped with her 
life from (his iociddH. She has also filed court 
eases againil Multyam Singb Yadav in 
connection With Ibis iOcideM. See Jhdn Tudci I. 
(Vtober IS. 1996. p 34. 

24 BASPA It the Hindi acronym for the BSP. 

25 May .31. 19%. pp :^27. 

26 The source for these dots is India Today, 
Augusl3l. l9%.pS3. See also Chandra and 
Pannar for (he estimated composition of (be 
vole for the parties by caste and community. 

27 These charts ore presented with acfcnowledg- 
meMs to Harry Blair for ibe idea: tee Ms 
'Local Support Boses and the Ninth General 
Election in Bihar and MahorashUB,' in CouM 
and Ganguly. India Voter, ch iii <pp 30-81>. 

28 Brass, ''Die Rise of the BJP and the Future 
of Party Politics in Unor Pradesh,’ in CouM 
and Ganguly, Indvi Volts, p 264. 

29 This was written before the hrrmaiion of tbe 
BJP-BSP coaljlion guvemmenl on March 21. 
1997, which has confinned my point. 

30 However, sec the previous footnote. 

31 On which, see especially. Harold A CvuhL 
Gratt Ron,., P.'liins in India: A Centiin 
Poliinvl Pvoluinm in FimiiliudDisliirli'Htrti 
Delhi' Oxford ai„' IBH Publishing. 1994) 

32 The BJP won 176 o— of 425 seals (41 per 
cent) in the 19% Vidhan Tabha eteclionx. of 
whKhllnfl9cumcfTninKuinaon IfKttmaon 
were cut out of UP to create a new province 
- and assuming the existing delimitatioa of 
constituencies that would leave 406 seats 
m the Vidhan Sabha The BJP total wouU 
then have come to 139 seats out of 406 or 
39 per cent 





COMPETING THROUGH KNOWLEDGE 

Building a Learning Organisation 

MADHUKAR SHUKLA 


in this comprehensive 
book, the first to 
emanate from India on 
the subject, Dr ShuWa 

focuses not only on how organisations learn, but also on how they can (and do) use 
knowledge and learning as strategic weapons to transform their operatbrg paradigms The 
book provides a framework to understand the dynamics of knowledge-based competition and 
details six cases of organisations which have encouraged learning and have utilised 
knowledge as a competitive asset. 

1997 ■ 322 pa«ca ■ Ra 425 (dodi) ■ Rs 250 (paper) 
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MARKETING IN THE NEW ERA 

Combattng Competition in a Globalizing Economy 


JS PANWAR 

context. The book serves as a survival guide in the 
rapidiy changing marketing environment, itldentlftes, 
analyses and understands the undercurrents of 
marketing forces, and presents a comprehensive 
picture of the emerging scenario. 

1997 ■ 280 pi«M ■ Ra 3^ i*^) 
m R> 195 (jfmpn) 


in this need-based book. 
Or Panwar focuses on 
contemporary marketing 
issues and their strategic 
impltcattons In the Indfam 
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Shri P.G. Kakodkar 


It givss ma great pleasura in welconiing you 
al to tMa Mnth Annual General Meeting of ttw* 
Company. We are ceMiiatlng 50 years of India's 
Indapandancs and ! ...or my heartiast 
ieHdtatons to you. 

Paffarmanoa r^M^ng 10gs-g7 

The raport of die Directors and the auctted 
accotmts of the Company for the year ended 
March 31,1997 have already been circulated 
and wHh your permission, I shali take them 
as read, I would, however, like to briefly 
recapitulate the salient features of the 
Com^ys perfomianca during the year under 
ravtaw. 

The Company continued to play an acttva 
rota m the money market as wen as In the 
Qovemmant securtbas market during the year 
1906-97. It participated In aU auctions and 
lloeMions of Government of hvia Treasury 
Bills and dated securities and achieved success 
as also total turnover ratios much In excess 
of the minimum ratios prescribad by Reserve 
Bank of India for Primary Dealats (PDs). 

Because of abundance of KquIdRy since July 
1906 and subdued demand for funds, the call 
rates touched wary low levels and the volume 
of lending in the call money market declined. 
As a result compared with the total lendings 
in the cal/holicaAerm money segment In the 
previous year, the Company recorded lowsr 
lendings though these oonstHuted over 81% 
of the lendings by all the POs put togslher. 
tis turnover In repo transactions m Treasury 
BWs and Government dated securities was also 
lower than that in the previous year. However, 
the secondary market in Oovemmant securities 
was quite active and the Company's turnover 
on outright basis registered significant increase 
during the year under review. 

, Let ma now turn to the working results of 
your Company during the year 1996-97. It was 
a successful year and your Company samad 
a gross praM of Rs. 95.92 crore as against 
Rs. 56.23 crore during the precadkig year. The 
net profit of the Comoany was also higher at 
Rs. 55.16 crore as compared wHh the net profit 
of Ra. 31.44 crore in the previous year, 
repre se n t ing an inerease of 75%. The Incraase 
in profit may be MIributed to low Merest relas 
in Vie can money market, relabvely high yWds 
on Oovemmant securltias In the ComiMny's 
portfolio and sflectivo managsmeni of the 


DISCOUNT AND FINANCE 
HOUSE OF INDIA LIMITED 


Statement of Shri P. Q. Kakodkar, Chairman of 
the Board of Directors of the Discount and 
Finance House of India Limited at the 
Ninth Annual General Meeting held at 
Mumbai on September 18, 1997 


portfolio. You would, however, apprsdale that 
in a dera^Sated environment uncertainties in 
money and securities markets are not unusual 
and in the context of growing competition from 
other marketplaysre, the possbMtyofa reversal 
of the above positkm cannot be totally nied 
out. Moreover, prudential considetallon would 
also require gradual buld-up of net owned 
funds In line with Increase in operations. These 
constderabons underscore the need tor fallowing 
a prudent dhrldend policy. Your Directors have, 
therefore, proposed appropnalion of the net 
profit as under 


(i) Transfer to General 

Reserve Rs. 4.30 crore 

(iO Transfer to Resenre 
Fund (Statutory 

Minimum 20%) Rs. 10.74 cron 

fiii) Proposed Oiyidand Rs. 26.00 crore 

fiv) Tax on Dividend Rs. 2 JO crore 

(v) Balance In Profit 5 
Loss Account Carried 
Forward Rs. 9.32 crore 


Total Rs. 55.16 crore 


Your Directors have recommended that a 
dividend of 14 percent for the year ended March 
31, 1997, be paid, as In the previous year. 
However, V Tax on dhridend to bo borne by 
the Company Is reckoned, in real terms, the 
dividend in the hands of shareholdsts wll be 
higher than In the previous year. 

ft avisw of OperatkaiB during Vie Cisrstd 
HnaneW Yaar - 1987-81 

Let ms now dwell on the highlights of the 
Company’s psrformenea during the current 
financial year. 

The fifsl five months of the financial year 
1997-96, witnessed large accretion of dsposHs 
and sluggiah demand for noivfood credit of 
banks. Consequently, the excess VqukMy bi* 
the system oontinuod and Merest rates In the 
call money market were very low. The borrewlng 
needs of banks also dacinsd, as they wore 
required to maMaIn substanlMy loss Cash 
Ruarvo as a result of sharp redudions In CRR 
eflscted by RssoivsBankaf Mia Inihs previous 
year. Therefore, the londkig of Rs. 1,67,940 
crore by the Company in the caMidicarierm 


money market was lower than the lending of 
Rs. 2,02,211 crore in the corraspokilng period 
of the ptecedkig year. AcVva parUcipailcn in 
the money maiksi by an Increasing number 
of playere including other Primary Dealers and 
aboHliw of CRR on Mer-bank Habllltias except 
for statutory minimum, also oontrlbuted to the 
decHne in lentVng operations of your Company. 
I may, however, add that because of our 
Increased activity In the securities segment, 
the decline In landing Is unlikaly to aflaci the 
profitability of the Company. 

Both overall turnover and outright turnover 
in Treasury Bills and Government of Mfia dated 
securities were substarrtlalty hlghar than those 
in the correspondkrg period of the preceding 
yaar. As In the previous year, your Company 
participatsd In aV auctions of Treasury Bits and 
Government dated securities held by RSI and 
achieved success ratloe of 64 par cent and 
35 per cent respectively. 

Inthlscontsxt yourCompany wasconstitulad 
m 1988 with the objective of deepening and 
activating the money market. Ever sinoe, the 
locw of the Company has bean on the short 
end of the market le. on cal money. Treasury 
Bins and BWs Ra-dtocounting. It commenced 
dealing In Gcvemment dated securities in April 
1992. H was accrednad as a Primary Dealer 
In February 1996. Thereafter, wHh the step up 
In the activity m the secondary market and 
towards fulfilment of Its bidding and other 
oommilmenls made to RBI, the Company's 
participation In primary and secotidaty maikM 
for Government securities Including dated 
securities. Increased. There is another 
development due to which the Company's 
dsaVngs In Government dated securltleB have 
become quite pronounced. Alhough, in the 
context of sxcess Nqukity and dodino In the 
rate of inllaVon. there has been an alround 
dadina In tntereet rates, the gap k) yields on 
aecurltios of short mabiritles (upto one year) 
and those on longor maturities, have widened. 
While the decBne In yields on Treasury BWs 
as also dated sacurttlea maturing wNhln one 
year has been sharp, the dacHns in yieldi on 
date d sa cu r tl si having longer mal u ri8as,tiou(h 
siyillic s nLheab B snrelaViretyless Governme n t 
dated socutWos have, therefore, bacorna more 
atbadive from the point of view of maiketabW I y 
and prolltabVIly. In view of lha ioragoing, tiere 
has boon dHluaion in your Compisiy's teous 
on the short and of the rnarkat and Hs dedbigs 
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diM mcuiMm MIIM ttw ilMM o( daM 
C4irtti«i tn ill portfolio havi goni up 
rdOeantty. 

odudkiQ otaimtflfliii 

WKh thi ralotini in llw flninclil Mctor, ttw 
mbw of playifB In thi martwt, indud^ 
nwiy OmIiii, IMS IncmMd. d It possible 
t ttw numbir of PDi and offwr market 
ttidparta wwufd meraaaa and csmpeittlon 
comaflarca. This will hava Impact on tpreadi 
waB as aaminga of your Compotry. wnh 
prograsalva grawlh of lha accnomy, dn 
anew saclor It bound to grow and provide 
xxtunlliae for lha Company to increaie the 
uma of Ni opata B one. Hoaravar, taking a 
•from global axperianca,It may be manUoned 
.1 daaling in Qommmant aacuiitias alone 
y not provide adaqutde income and your 
mpany wM have to aaek newar pastures and 
t naw products, wiiti a vtew of knprovmg 
pronabWty of Its operatlona. the direction 
ould ba towards nlatad activities so that It 
y avoid undue risks of moving into areas 
era Itw Company hat no axpartisa. In this 
ntest, I may add that recognising the need 
leak naw diioellons and policy inidalives, 
rede risk managsment strategies and 
snglhsn Hs systems and procedures, the 
mpanyhasangagedtheservKesof a reputed 
n of Chartered Aocounlants to undertake a 
talad study. The report of the study, I hope. 
1 be availabie in early 1996. 

From lha foRowmg data relating to increase 
deposits and oartaln assets d sctMckied 
mnterclal banks, K would be observed that 
spite a reduction In SLR by RBI, banks am 
ploying a major part of their funds in 
ivemmeni eecurtties. 

(Rs. in crore) 


rowlh In) 

1996-97 

1997-96 
(Upto 
August 15, 
1997) 

iposita 

7t.780 

22,656 

sdH 

24,388 

(-)1.866 

rtsinwnt in equity 
nd dsM of corporate 


tdor 

8,075 

5,774 

wstmeni In 
tovemmeni 
tcuritias 

26,662 

31,192 


The massive investment in Oovsmmsnt 
curiiies may be attrlbutad to lack of other 
ceplable assets and certain attributes of 
rvsmmant sacuritlas, such as. zsro'risk 
fghtaga for purpose of Capital Adequacy 
iquitamanL afaaanca of aatvicing cost and 
fear of bad dabla. Wbh the revatsal of the 
xaaa of aiowing down of the economy. credit 
to kneatmant In oorporata debt and equity) 
1 pick-up. Biildas, In the context of the 
pactad vary large kivaa bn ants In intraatructura 
d bkjnlng of the dWinebon between banks 
d flnencist Inalltullont, daptoytnerd of funds 
oximwiclal banks in dwlnfrasbuciuial sector 
««y of oradft arid Invaatmant In equity and 
nda may be vary aubalanllal. It It. tharalore. 


unlkaly that comma mn banks would be In a 
poakton to oonlinua to Immit In Qowamment 
aacurlUas to lha extant they have dona In lha 
last one year. N m, dws, be naoaaaary for 
your CotTipanytolakaBtaps,MaraAi,tQ broaden 
its customer bate ao that It ta abla to him its 
biddbig and oSiar cornmNmaids as a Primary 
Dealer, ft wffl also have to maintain and Improve 
Ma market compaMivanaat. 

Thera Is another dtmanslori to the problem 
t have just manboned. The banking system has 
Invatiad Its short-term surpkiaea in medium 
and tong-temn aaseli and run into a huge asset- 
liability mismatch. Oavammant aacuritfet ate 
not as yet ao liquid at we would wish them 
to be and because of absence of an easy exit 
route, the structural Imbelanca In the banking 
system has the potential lor unduly pushing 
up iivlefest rales In the call money market. The 
problem Is luither aggravated by the condition 
of a few loss making banks which hsva, even 
otherwise, an ovarstratchsd asset base. Their 
bottom line wHI be further affected H they have 
to meet reserve, requirements by borrowing m 
the call money matkel on a tegular beats at 
high rates. Thm are sotiw of the banka which 
push pamc buttons even in times of temporary 
short^ of funds. Further, if we review the 
interest rate srwnario over the last 3-4 years, 
we find that there are spells Of very higb rates 
(even above 100%) and very low rates (weB 
below even 1% as in the recent past). Such 
destabilising swings in ths call money rates 
do ml augur well for the health of the financial 
system. RBI has taken certain positive steps 
to mitigate some of lha probtems related to 
changes in Hquidily condition. Banks may now 
obtain refinance for atvort petkxls (upto 8 weeks 
in one inslance) at Bank Rate (plus 1 per cent 
It lha period exceeds 4 weeks) to the extent 
of 1% of fiiair fortnightly average outstanding 
deposits in the last cornpleted financial year. 
Atm, through regular audlons ol ‘Repos' and 
issuanceatUdayTreasuryBatt, RBI is mapping 
up substantial funds, thereby ensuring that 
kitarest rates in ths money m^el do not fall 
to unreasonably low levels on a prolonged 
basis. We tael that these measures need to 
be supplamentod In orderto take care ol spaciBl 
CNCumstances and apprehensions of the market 
end we offer the foNowing two suggestioria: 
(I) RBI may consider providing, under apacial 
drcum^ancet, a discount window for 
commercial banks in ditliculties. somewhat 
on ttw fines ol what Is done by the Federal 
Reserve in the U.S.A. Ttw factitty could 
be mads available at a reasonabie rate 
of Merest and for a potkxl adequate for 
ttw concerned bank to bring about structural 
arfustment m ns assets and fiabilitlss. Thia 
wifi take care of ttw needs oi banks which 
are In dWIcullies and which are regular 
borrowers In the cell money maikat If you 
permit me to dIgrMa. I may add that these 
banks and may be many more, pertfeulaily 
in the Public sector, need to raise their 
level ol productivity from a tong term 
perspective. 

(H) Coming back to ttw subject. In order to 
taka care of altualiona of acute scarctly 
of funds. RBImeyconilderlntsclinglquUly 
through the ‘Reverse Repo' route at 


leeionebli ralae. However, It twe to be 
ensured that becauaa of bw axMema of 
such schemes of provtdng support to the 
meitcst, banks do not unduly extend ttwir 
asset baee and fheia is no un w arranted 
tocraaee In money eupply. Acoeei to the 
above lacftitiae couM be resbldad to thoee 
. banks which comply wMh capNel adaquecy 
and other requirements of RBI. In eo (er as 
your Compeny la ooncemed, a reasonably 
staUs call money market vM enable it to 
fund Its operations efficianlly, carry a 
porltolool Govetnmenlaecurtlea adoqutoa 
tor lulflfiing its obligationt at a Ptirrwty 
Dealer withoul undue market risfcs. THe 
may also help dsvatopmsnt of a Tarm 
Market. 

It we look to the future, we heve hopes, 
sxpectations and challanges - hopes and 
expectatrons at economic growth and further 
liberalisation and challenges to cops with 
growing risks ervf compe t B l on. In ttw not too 
distant future, there will be Caprtal Acoount 
Convertibfiity and extensive use darivabves. 
Foreign Exchange, Capibi Mid Money Markets 
will become deep and oompleiu rt is, ttwiafore, 
essential that banks and financial Instttajlions 
preparathemeelvesadequatelyforaafeguaidkig 
their interests againsi various tnheraie risks 
which are bound to increasa. Proper and 
adequate systems and proceduisa fwad to ba 
in (*»t» and regulatory framework streamlnad 
and made crxisiructiva before such drem e tie 
changes take place. It is, however, to ba 
recognised that no system and regulatory 
franwwork can be foolproof. There », thtrafoie. 
aneedtoemphashw ttw roleol corporate ethics 
based on certain UiTW-honourad‘values'which 
our country has stood through the ages. WhHa 
market forces, compatitfon, eto., which are 
essential charactansticB of maikat economy, 
should be alfowad a tree play, 'values' Should 
not be retegatsd to the badigiixxxl. The means 
adopted tor acNeving the overall objaclivss Qi 
profitability, efficiency and competitivenaee 
should conform to cailain standards. Thit has 
been Ihe guiding force of your Company's 
approach and buMweaaperallotw. Altha tame, 
ae mentioned earlier, your Company has MIMsd 
steps for a proper study of its operaffora at 
also of current and poawble future rtika wNh a 
view to seeking new dbactfons and putting in 
place compiehentive systems and pitaceduiee 
and an affective risk managamert system. 

AdawwtedgMieiit 

I, on behalf of ths Board of Oiractors and on 
my own behalf, take this opporliaetytoaliweiely 
thank the Oovemment of bide, the Oovammant 
of Maharashtie. the Reaerya Bank oi India, 
commercial and oo-cparallva banka and al- 
MattnaneWIrwtituliontforlhairwholafiaaitKl 
coroparatlon and support. I woidd Ilia to Mnk 
my colaaguas on tjia Board for thair valuaUa 
contribution, guktonoa and aupport Lail but 
not Iw teaat. I would Ilka to Iwnk ■■ amptoysee 
of tha Company lor thak dadfoatlon Md 
painstakmg snorts for tha good partaiiiMtw 
of lia Company. I am aura that in tie yearn 
to ooitw, Iw Camper^ eril paHoon ««M bsNar 
and ooninua to SFOW Mwad ol tw MMlat 


Cyclone Hazards and Conununity Response 
in Coastal West Bei^al 

An Anthropo-Historical Perspective 

Arabiiida Samanta 

Coastal Bengal is a most vulnerable area because of its repeated exposure to cyclone hazards which cause 
severe damage to human life, property and vegetation. Nevertheless, the residents of the region refuse to migrate 
elsewhere unless they are forced, or rendered completely homeless. Though social tensions do arise due to 
discrimination in the relief work, cyclonic disasters generally act as a social-leveller and a social cement, enabling 
the victims to continue to reside in the land of their deceased predecessors. 


NATURAL disasters arc essentially the 
functions of several paninricteis involving 
natural forces and human inicrrcrcncc, and 
as such they always iiituive a combination 
of physical impact and human response. Not 
infrequently, geue-dphers emphasise the 
physical aspc..is of natural hazards, and this 
is presumably necessary lor initiating good 
hazard management.' But social scientists 
would arguably insist on the human aspects 
of natural catastrophe.' For apart from the 
physical injuries they cause, which may be 
a geographer's concern and interest, natural 
disasters do have a profound i mpact on those 
who somehow manage to survive. In fact, 
in a world of exploding population, fighting 
frantically for share of space and food, a 
disaster does always inlnxiuce an element 
of uncertainty in the very essence ot our 
existence. Thus the most persistent question 
IS how do the people, held in perpetual fear, 
perceive a disaster. 

The present study, therefore, proposes to 
direct two importani enquiries regarding 
cyclone di.suster in a select area of West 
Bengal. First, it would briefly review the 
incidence of major cyclones in the coastal 
areas of West Eicngal recorded during the 
recent past. Secondly, It seeks to address 
some basic questions regarding popular 
perception of cyclones. How do the people 
react? Do they perceive it os a curse of god? 
If so. are they struck by awe so much so that 
they propitiate a particular godhead? Or do 
they accept it os a natural phenomenon, and 
learn to live with it with a sense of helpless 
resignation? Do they feel that since they 
cannot end it, they would somehow manage 
to mend it? 

But the moot question Ls how to perceive 
the reactions of peoplc?To put it differently, 
what would be the tool of analysis? In fact, 
a variety of perspectives has been employed 
tn research on popular perceptionof risk and 
hazards.'While 'the knowledge theory’, for 
instance, argues that people perceive things 
to be dangerous because they know them to 
be dangerous, 'the personality theory' 
suggests that individuals are so constitute 
as to take nr rqect risks in an enduring 
manner. Athirdsetnfcxplanalionsforpublic 


perception of hazards follows 'the economic 
theory' which contends that the rich are 
more willing to take risks because they are 
somehow shielded from adverse conse¬ 
quences. and that the poor presumably feci 
jusithcoppositc. Tlicpoliticalthcocy' views 
risks as struggles over interests, such as 
holding olTice or party advantage. 

The present study is not primarily addres¬ 
sed to any of these theories. It tries to view 
individuals as the active organisers of their 
own perceptions. The stand is, therefore, of 
a cultural theorist proposing that individuals 
choose what to fear and how much to fear 
it in order to support their way of life.' Whi Ic 
we acknowledge that personality, political 
orientulion ordcmographic variables arc im- 
portanr wc find that cultural theory provides 
the best prediction of a broad range of per¬ 
ceived risks and an intcrpretali ve framework 
in which the following findings cohere. 

Coastal Zonl or West Bengal: 

Land and Its People 

The coastal zone of West Bengal is about 
103 kilometres in length, covering major 
parts of North and South 24 Parganas, parts 
of Midnapore and Howrah districts. This 
zone composes a geographical area of 13.2 
lakh hectares, having 7.93 lakh cultivating 
families (os per 1981 census) with a net 
cultivated arcaofS.S lakh hectares.’ In socio¬ 
political terms, the coastal area of the state 
spreads over 39 blocks of which 33 are in 
the 24 Parganas (North and South) district, 
lying south ofCakutta, 13 in southern portion 
ofTamiuk ondContai subdivision, i c, coastal 
tract of Midnapore district, and nine in the 
inter-fluvial part of Bhagitathi-Damodarriver 
systems of Howrah district'' 

A modem port, the Haldia Dock System, 
isuperating 100 kmsdownstream of CaliAtla 
on the right bank of the estuary of the Hoogli 
in Midnapore district. Eastern side of the 
estuary accommodates the Kalpi banks, the 
Ghuramara Group of Islands, the Sagar 
Island, the Bakkhali beach. On the west is 
Digha, a well known tourist resort.’ Besides, 
it has got the Sundarban system of channels. 
Sundarban spreads itself amidst the two 
districts of North and South 24 Parganas. It 


is nothing but an archipelago of 34 islands 
full of rivers, rivulets and creeks. Growth 
of population began here only around 1833 
when zamindars and latdars divided and 
distributed the land amongst themselves. 
They brought labourers and peasants fmm 
neighbouring districts of Chhotanagpur, 
Midnapore, Khulna and started cultivation 
in the wild tracts of Sunderfaans braving the 
tigers on land and crocodiles in river.' 

The region has a network of tidal rivets, 
creeks, and natural drainage. Therefore, 
fisheries provide one of the major sourees 
of income for the coastal people. The region 
gives access to some of the richest fishing 
grounds in Bay of Bengal. Canoes are popu¬ 
larly used by artisan fishermen. For canoes 
have good rowing and beach landing pro¬ 
perties because of light weight and kceiletu 
bottom. But they seem to be less stable under 
sail. However, canoes can al.so be motorised 
by clamping an outboard engine on a bracket 
flxcdononesideofthelKtal.'’ The fishermen, 
particularly thosewho embark on .sea-fishing, 
undergo the ordeal of a hazardous Job. 
especiidly so during strong wind. 

They have a very low income and are 
perpetually in debt. Surveys have shown tlui 
with regard to marine fish, only about 20 
per cent or even less of the consumer's pnee 
go to the fishermen, while the rest is appro¬ 
priated by the intermediaries.'" It has also 
been shown that over 37 per cent of the 
marine fishermen in West Bengal are steeped 
in indebtedness. However, independent 
studies indicate indebtedness among coastal 
fishennen is still higher. Of course, those 
having motorised boats enjoy a higher 
inconK, but almost all of them are assigned 
a low social status. Internecine bickerings 
are frequent whenever the artisan fishermeti 
and those having motorised boats opctaie is 
the same area of fishing. 

In nwre recent times, almost all farms d 
aquaculture of fish are illegally occupied is 
direct contravention of West Bengal Land 
Reforms Act of 1933. Operators take land 
on so-called lease basis from the snuD 
farmers, and convert them to culture ponds- 
Theoreiically, the farmeni can get back ib' 
land, but in reality they do not They wtxdd 
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have to be uiisfied with the imall rent or 
sometimea wMi employineiit aa flih farm 
labourer. But by comrast, the qieratort or 
the famwn acting aa their agenti earn huge 
proflis from-such aquaculture." 

A lytiem of alternative agriculture during 
monsoon with brackish aquaculture during 
dry and fallow months has been developerl 
in the moderate saline areas with the idea 
(ifconverting the traditional mono-crop plots 
into niulti>cropanes.Butgenerally speaking, 
economy of this region heavily depends on 
agriculture with about 80 per cent of the 
urutking population engaged in it. They arc 
mostly marginal and small formers as well 
as share croppers and landless labourers. 
There are 13.8 lakh operational holdings of 
difterent sizes of which more than 9S per 
cent arc below 2hcctares. Bcctaisc of impeded 
drainage, soil salinity and lack of proper 
irrigation, the regibn Is mostly monoH;rop 
area with kharif rice as the single major crop 
occupying nearly 90 per cent of the nci 
cropped area." 

Coa.stal residents of West Bengal follow 
different religious faiths. They arc mostly 
Hindus, markedly prcdomiiwm in Midnaporc 
district, followed by Mus) ims and Chri.stians. 
Of ca.stes and tribes, the kaibartias pre¬ 
dominate particularly in Midnaporc. Socially, 
the kaibt^as are frugal and industrious, 
ranking among the best cultivators of the 
district.' M n coasul 24 Parganas. the katbart- 
las are mostly rishermen or jeliyas. They 
occupy a very low position in the social 
scale. Several non-kaibartta population of 
thus coastal zone are malo, rajbanshi. 
namasudra for whom fishing is the traditional 
calling. Mcmbersofkayasiha.ianti. mahishya 
and malokar caj>tcs have also been found 
engaged in marine fishing as well as in 
agncullural pursuits. Muslim populalion.s 
are conspicuous in Cosaba, Sajnckhali, 
Canning and the areas in and around 
,,Sundcr{^." Demographically, of an csti- 
.mated 2.45 million coastal residents, 84,000 
{are nshermen. Midnaporc district alone 
accounts fnr4l percentofthe total manners, 
while 24 Parganas and Howrah account for 
30 per cem and 24 per cem respectively. 
Other occupauons of the coasul population 
include honey collection, salt manufacture, 
dairy and poultry.” 

Inodince of CYCtoHE Disasters; 

A Brief Review 

Disasters inflicted by cyclones are regular 
icasnnal features in the coastal districts of 
^csl Bengal. The fury of the associated 
nnd force and high storm surges cause 
widespread devastation to the residents, 
'ycloncs lake heavy human tolls, blow off 
haniics, damage even ma-sonry houses, 
cstroy crop and forests, wash away 
rotecti vcenrtnnkmcnu, inundate consider- 
bic coasul regions with saline waters. The 
®»stal zone is in fact extremely rich in long- 
!nn records of cyclone disasters and their 


devastating impact. Although one finds 
instances in which records were altered Ui 
facilitate Ux evasion or induce relief opera¬ 
tion, there are records sufficicnily detailed 
and long-standing which raise some impor¬ 
tant questions from historical point of view. 
For i nsunce. what is the relalionshi p between 
the pattern of cyclone and the path of 
econom ic development in thisoieaofBengal? 
Does this patternof impact vary substantial ly 
from other coasul parU of the subcontinent? 
To answer these questions, let us first go 
through the incidence of cyclone recorded 
during the not-too-far historical past. 

Situated at the mrtth-wesi corner of the 
Bay of Bengal. Midnaporc district, parti¬ 
cularly Contai and Ramnagar. is prone to 
cyclonic storms. Devasuting storms are 
reported to have occurred in 1831, 1832. 
1833.1840, 1848, 1850,1831, 1876, 1885. 
1901 and 1942, hui none of these arc com¬ 
parable to those of 1864, 1867, 1874 and 
1942 in terms of ravages. 

Thccycloncof 1864causcdunprecedeiitcd 
violence. Originating in the vicinity of the 
Andaman l.slands, it travelled north and 
westward, struck Bengal on the Balasore and 
Midnaporc coast. Colonel Short, in a report 
on southern Hijili, stated: “The fury of the 
cyclone caused a fearfut destruction in the 
villages to the interior; indeed, the raised 
plateau on which many stood, were swept 
clean. It appears that the people...proceeded 
to bring in their cattle, and whilst so engaged 
they were overtaken by the waters, which... 
drowned man and beast; while many, 
.standing on the high ridges separating the 
fields, were...literally swept into the water 
and drowned.”''’ At Tamluk the water poured 
in irrcsi.stiUc volume ovcriheemhanknKnts, 
swept away a row of masonry houses and 
sciHiped out the foundations. At Kola Ghat, 
it entered the Kola Khal in a vast mass and 
swept along parallel to the metalled road. 

The loss of lifcand property was alarming. 
In the low-lying lands of Gumgarh, for 
instance, it was estimiUed to he three-fourths 
of the tribal population. In Bahirinuuha. the 
devastation was still greater, the villages 
being larger and more thickly populated. 
The ascertained deaths caused by the cyclone 
were 33,000." The number of those who 
were drowned or killed in the storm by no 
means represented the toul deaths caused 
by the cyclone. The immediate lo.sses were 
equalled by the deaths caused by starvation 
and sickness including cholera and dysentery 

which came close on the heels of inundation. 
Thus in all, 66,000deaths must be aiiiibuted 
to this icrrihic di.sastcr. 

The loss of property like cattle and houses 
was also very great. The loss of cattle is 
estimated to have been three or four times 
greater than that of human life. In Tamluk, 
for instance, out of 1,400 houses, only 27 
reportedly remained standing after the 
cyclone. It damaged embankments, blew 
away targe salt stores, wasted away Ihdr 


contents and destroyed many public 
buildings.'' 

Thedistrictagainbccameaprincipal scene 
of devastation when a vioieiu cyckmc hit it 
hard in 1867. A storm-wave surged ashore 
near Contai, and the storm moved from 
southwest to noitbcasi with the usual rotary 
motion with a diameter of about 20 miles. 
The villages that came under its influence 
were wrecked. Midnaporc was severely 
damaged. The cyclone took a toil of 3,049 
human lives; deaths of cattle amounted to 
17.500.” 

Stil I more violent was the cy cloiK of 1874. 
Thetwo-storied house at Contai was wrecked, 
and a storm-surge higher than that of 1864, 
burst with vengeanceonihecentreofihe sea- 
dyke. It breached and overtopped the low 
section cmbankmciiLs, outflanked the sea- 
dyke and inundated a large part of the area. 

Nevertheless, in terms of death. devasMion 
and wreckage, the typhoon and cyclone of 
October 16, 1942, surpasses all (he earlier 
ones. It caused death to more than 30.000 
people in course of a mere quarter of an hour. 
Considerably more males than females 
succumbed to Ihc onslaught as they rushed 
out in their frantic attempt to protect their 
houses and salvage property in the first few 
minutes of the cyclone, Bengal-Nagpur 
railway line had been so badly damaged by 
the cyc'one that it look fo'l two months to 
restore it. The entire country, rcc ninis an 
cyewitncs.s in December, specially south of 
the railway line, “was one vast sea of billowy 
sand, relieved occasionally by the dead trunks 
of trce.s. thcirstiuggling roots thrust towards 
the sky. as though death had swung his full 
scythe to slosh all vegetation. The sand itsdf 
was full ofblcachcd bones and tangled skulls 
and skeletons of animal.<^ and human 
beings."^ 

Howrahdistrici.partof which comes under 
the coastal zone, docs not generally lie on 
the usual tract of cyclone emerging from the 
Bay of Bengal. Occasionally, however, it is 
visited by them. The earliest recordof cyclone 
visiting the district with remarkable vehe¬ 
mence scemstobetn 1737. The Gentleman’s 
magazine ot 1738 recounts the cydonre 
disaster as follows: “On the .30ih September 
last happened a furious hurricane in the Bay 
of Bengal, attended with a great heavy rams, 
it IS computed that 20,000 ships, barks, 
sloops, boats, canoes, etc, have been cast 
away. A prodigious quantity of cattle of all 
sorts, a great many tigers and several 
rhinoceroses were drowned. Even a great 
many caymans were shifted by the furious 
agitation of the water, and on inmimerable 
quantity of birds were beaten down into the 
river by the storm.'"' 

Coming to more recent times, the dutrici 
witnessed severe cyclones in October 1832. 
May 1833, June 1842. October IBM aM 
November 1869. of which the wont inatf|ll| 
of 1864.Thiscycloneburat forthhaan tlp w i il 
district on October S with 
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violence. The fury of the strong wind caused 
widespread destruction to houses and trees. 
The storm-wave brought up by gulc caused 
havoc to K miles Inland. In this district nearly 
2.000persons and20,000cattle were returned 
as killed or drowned.^^ 

The destructive potentials of tropical 
cyclones had their impact on the district of 
24 Parganas too. In 1833, a devastating 
cyclonecrosscd Sagar Island on May 21 and 
cau.scd scvercdamages.^'The tide which ran 
for seven hours rose to a height ot 12 feel 
above its regular level, ltdesiruyed embank¬ 
ments and buildings of every sorts. The 
storm itself grounded trees and destroyed 
human life and cattle. In fact, ‘nothing .stood 
within the influence of tide and wind'. 
Chapman had estimated that ‘out of a 
population of7.000persons, few escaped’. 
So powerful was the surge that it left the 
HCS Dukeof York stranded on a paddy field 
onthe westbonkoflhe HiMgli.-'ThccycloiK 
had also cut Edmonstonc. a small island to 
the south-east of Sagar into two parts which 
later got completely obliterated.^'’ 

Again, the cyclone of 1864. which had 
ravaged Midnapore and Howrah, swept 
across 24 Parganas district as well. The height 
of the 1864 surge was even greater than the 
1833 one. Evaluating the damage done by 
the storm. Dampterrepotts; ‘The cyclone has 
made a clean sweep of the island (Sagar), 

1,488 people arc left alive out of 5,625. and 
of these 802 are only men; 7.022 heads of 
cattle and 3.365 houses arc also gone".” 
Hunter writes that the few people 'who 
managed to escape, .saved themselves either 
by climbing trees or by floating on the roofs 
uftheirhouscs, whichthestorm.surgcscunied 
in land," 

The 1976 cyclone is however the latest 
ma)or event that .stands unsurpassed in terms 
of storm intensity in the district. The storm 
surge rose to 2-3 m and inundated the coastal 
reaches. About 40 persons and 4,(XX) cattle 
died.” The low casualty figure may be 
ascribed to early warning system, unknown 
in the 19th century." 

in 1981, a cyclone disaster significantly 
affected the district. Out of total protective 
embankment length of more than 3,000kms 
a few hundicd kilometres were total ly washed 
away.About 1.5 million peoplcwere starved 
of drinking water, thousands of cattle 
perished, and a large number of inhabitants 
rendered homeless." 

The cyclonic storm of November 1988 
was of course not of the ‘severe’ category, 
but still it brought widespread damage to the 
coastal Sundeitoan, including Sagar Island, 
kill ing some 30 persons in the coastal distnets 
of south 24 Parganas and Midnapore.'^ 
Damage to forest properties was however 
greater. Two launches of Sunderban ’Tiger 
ReMTve capsized, and four forest officials 
including the assistant field director of that 
reserve could not be traced. It brought wide¬ 
spread destruction to the slafT quarters at 


Kalindi, Neladhopani, Haldibui.S^neirhaH, 
Go.saba, Namkh^ and Bakkhali.” 

Present Stenauo; Profile in Couraos 
AND Stoic Indifferent^ 

Vulnerability of the coastal residents of 
West Bengal continues to increase because 
of the progressive occupation of still more 
hazardous zones. The areas being situated 
within tropical cyclone zone, storms bring 
multiple problem.s related to high wind- 
speeds, torrential rainfalls and sca-surges. 
Coastal Bengal thus is the most vulnerable 
area of Bengal with millions of people 
exposed to cyclone hazands. especially in the 
densely populated rural communities along 
the fertile regions at the confined head of 
the Ray of Bengal. About 10 per cent of all 
tropical cyclones form in the Bay of Bengal, 
and this area averages over five storms per 
year with about three mounting to hurricane 
intensity.'* 

Even Kxlay, apart from the loss of life and 
collapse of buildings, tropical cyclones over 
this region damage agriculture, defoliate 
banana and other trees or plantation crops, 
betel leaves for instance, by storm winds, 
and wash away forKl crops in heavy rains. 
Sometimes future harvests aic affected by 
salt coniamtnalion of the soil from storm 
surges. Commercial crops suffer, and 
fisheries which cam vital foreign exchange 
are also severely affected. 

Despite all these compelling circum¬ 
stances, the coastal rasidents refuse to mi grate 
elsewhere unless they arc forced or rendered 
completely homeless. The poorest ones 
would heg for financial succour which is not 
too hard to get in the neighbouring districts. 
Once they succeed i n rebui Idi ng the hutments 
they would not budge an inch from their 
original seitlcmcnt site, urail the next cyclone 
drives them out once again. Their choice is 
dictated by two thing.s; first, hazard resistant 
zones or vulnerability modified areas arc not 
coming forth in abundance in the immediate 
neighbourhood, for such areas have already 
been parcelled out by the earlier residents. 
Secondly, they have a shared belief that the! r 
deceased pre^essors still dwell in their 
homestead and that it is bad to desert their 
dwellings in which is situated (heir ‘bhadra- 
sanbali’. 

In the way of event modification adjust¬ 
ments, the government has resorted to various 
coastal defences. These include measures in 
the form of manmade breakwaters, sea-walls 
and beach stabilisation to restrain coastal 
erosion. But the coastal residents in gtficral 
scarcely resort to any crisis management 
device of their own. 1116 well-to-dos prefer 
to dwell in high-rise apanments and beach¬ 
front residences. For example, nearly 70 per 
cem of those questioned at Digha admitted 
thelikelihood of potential damage to penunal 
property in the event of severe summer 
sionns, hailstorms and lightning, but only 
SO per cenuer so have adopted some form 


of loss reduction measures. Par the poerwho 
general ly live in the low-lying dehak regioni, 
few refuge from stonn suiges are available. 
Some of their residential constructions ate 
of course on elevated plinth, but since mou 
of them seek to secure a waterfront site with 
easy access to deep water boating facilitiet, 
their aspirations often conflict with the 
hazards of storm flooding. 

This brings us to the precise question: how 
do the coastal re.sidents of West Bengd 
perceive a cyclone? Or what is the popuUr 
perception of cyclone hazards in this region? 
Environmentalistsdefine ‘perception' as the 
individual oiganisation of stimuli for the 
purposes of cognition and recognition." 
Admittedly, people living along the coastal 
lines of Bengal who have had frequent 
experiences of cyclone disasters seem to be 
more knowledgeable about the matter. The 
severity of risks endured and the duration 
of time that the attendant consequences have 
been experienced are most important in this 
context 

Nevertheless, popular perception of 
cyclones emanates largely from the social 
system - its inherent characteristics and 
dynamics. It also partly depends on the forms 
and nature of the cyclones - their predia 
ability, controllability, frequency, speed of 
onset,duration andihedestnicti VC potentials. 
The social system prevalent among the 
i nhahitants of the coasuil areas of West Bengal 
being what it is, cyclone hazards rarely creme 
panic. Individual actions are generally 
rational and socially oriented. Despite dis¬ 
ruption and chaos that follow the afiermmh 
of cyclones, some people take the lead id 
restoring pre-cyclone physical and social 
order. The leaders in this matter generally 
happen to be village headmen or panchaya 
pradhans who direct and supervise the 
emergency managers, medical personnel and 
volunteers. Cyclones seem to unify thev 
society. Survivors generally do not flee the 
affect^ areas permanently; instead they help 
in the rehabilitation proceedings as ones 
who care and share. 

Participants in this process Inay he 
classified into five groups; (a) people 
returning to the area who normally teside 
there; (b) anxious relatives; (c) voluniecn 
and relief worken: (d) curious onlookets: 
(c)people seeking to profit by thedisasters.' 
All thw people associate themselves ini 
scries of socio-economic functions. These 
community functions again conililuie ftw 
interrelate categories: (a) produclion. 
distribution and consumption; (b) soctr 
lisalion and social participation: (c) socii 
control through laws, socialities, roles m 
regulations; and (c) mutual support ibro(i|l 
group and families." 

Observations from these coastal areas it^ 
to indicate (hat the laigerlhe social frouptei 
the lessercloie-knit it Is. It means a lowetiS 
of the intensity of interaction betwwn sod) 
groups. One may take for iaitance thec* 
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of fiihing eommunUy in and around 
Ranuiagar. Digba and Sankarpur. The 
nihennen have experienced cyclones on so 
many occasions Uuu they have developed a 
capadty to manage quickly the ravages a 
cyclone brings to bw upon them. Their 
perception and reaction to cyclone hazards 
are routine behaviour which at times borders 
on stoic indifTcrence. 

Cyclones tend to create a crisis in the 
social system If the traditional institutions 
and smwtures ate signiricanily altered. This 
happens in areas where the community is 
pr^minantly agriculuuBl. The production, 
distribution, consumption function alters 
diasticaJIy. Social welfare .schemes cease 
temporarily. Proflt-based market system for 
the distribution of food, clothing and shelter 
tends to come into operation. Goods and 
services, not immediatdy necessary for the 
amelioration of the cyclone siiiiaiion. are 
kept in abeyanceumil the normal functioning 
of the community is restored. 

By contrast, social participation is 
vigorously strengthened so much su that 
formal communal barriers are temporarily 
removed. Cyclones seem lo act as social 
levellers, and all classes are induced to 
participate in the relief operation. Social 
control also undergoes a drastic change. 
During the emergency that follows a cyclone, 
many rules and regulations supposedly 
essential for the society arc temporarily 
suspended. Mutual support receives high 
priority. Studies reveal that immediately after 
a cyclone is over, public interest group 
emerges.'* A few active core members, as 
we have already observed, take the lead in 
disaster management process. Such groups, 
it may be noted, have a hierarchical si ructure 
which is generally aligned with established 
political parlies, lliey become insiilutiona- 
lised in the structure of power and socio- 
potiiical relations pertaining lo the cyclone- 
prone area. 

Coming to our specific study, it seems 
more likely that the level of social conflict 
among the coastal residents of West Bengal 
lends to be reduced during or immediately 
after a cyclone. This is more so where intro- 
communal interests are involved in the very 
pattern of the society. The reasons arc not 
far lo see.” First, a cyclone constitutes an 
exogenous threat, and therefore it tends to 
temporarily neutralise deep-rooted com¬ 
munity cleavage. Secondly, the incidence of 
cyclone hardly exhibiu any ambiguity for 
the menace of cyclone can be identified by 
anyone who draites to do so. It can be 
perceived cleatiy with least scope of mis¬ 
construction. Thirdly, the compelling 
impcniivea to solve the problems caused by 
cychmestenduidicicact attention from other 

Pwiigtievaiwes. Prwfilily.pinMfful impact 
of cycloM cMpims llR tendeor^ 

io mean put eoniUcu. it *us rgwiolidtMes 
comnainiiy idaariflcaiion. nnally, cyclones 
we often great social levellen; they affect 


the rich and the poor mote or leas alike. 

But to far as ^ questions of inter- 
communal interests are concerned, cyclone 
in coastal areas of West Bengal very often 
iniensiriet social tension. This happens in 
areas which exhibit mixed population of 
divergent catlings. In areas where one finds 
a population of various occupational 
groupings - agriculture, fishing, carpentry, 
pottery, etc ~ cyclones reduce social control 
, and participation. Cyclone further fragments 
community groupings. It tends to weaken 
the system of ri^s and social obligations 
pertaining to that society. This phenomenon 
is increasingly noticeable in 24 Parganas. 
particularly in the south. People of Maila, 
Canning, Boruipur, Sajnckhali, Gosaba. 
Kakdwip, Palharpratima, Rangabelia - 
villages with nlix^ po^laiion of sizeable 
Hindus and Muslims - very often complain 
thai racial, ideological and political discrimi- 
,nations are observed in the distribution of 
cyclone relief. Where political polarisation 
is sharp and acute, differences also come up 
between distressed people at the lower level 
and offtcials at the upper level of admini¬ 
strative h ierarchy. Cyclone in s uch precanous 
situation often sharpens vested interesl and 
sometimes leads to open fight between fi val 
political groups fur the control of relief 
.supplie.s. People are loud in their complaint 
that relief materials often find way to the 
village groceries not infrequently owned by 
Ihc village bosses. Insuch siiiuaionof politicd 
duel, plight of the poor deepens as thcconflict 
imposes a virtual morotorium on the cyclone 
recovery. 

Nevertheless, kinship is strengthened in 
cyclone affected areas of West Bengal. The 
family unit gains solidarity during cyclone 
disasters,. Cyclone acts a.s a social cement, 
and it strengthens tics with friends and 
relatives. Oneillusiratinn of this is the family 
of fishing community in Kakdwip or 
Sunderban. Afterthe cyclone subsides, search 
aqil rescue of the rishermen who had vetMured 
into the deep sea is initially conducted by 
the helping friends and relatives. 

Another interesting phenomeiion of 
cyclone emergency is thm apprehension of 
the onset of cyclone sewm often leads to 
rather hastier and less pte-modialed raaniage 
among the coastal brides and grooms in 
West Bengal. Oral evidence from coasts 
residents suggests ihm prospective girls and 
boys are sometimes coaxed mto immediate 
w^lock lest cyclones should upset the state 
of things. Moreover, research in recurrent 
cyclone-damaged region in Bengal indicates 
that cyclone hazards involving high mottaii^ 
induce corresponding high binh rates. This 
is particulariy noticeable in Canning and 
Jaynagaraiea. 


supports.*°CycloiK may affect all these three 
forms of human condition. Study on the 
coastal residents of West Bengal tends to 
indicate that even personal values and 
religious practices undergo changes in 
response to repeated cyclonedisaxters. Hindu 
scriptures enjoin that the front-doors of a 
residential structure should open southward, 
westward or even eastward, but never 
northward, for dead bodies are laid to rest 
on funeral pyreplacingtheirbeadsinnorthern 
direction. But this age-old tradition of bouse 
building is nowadays being questioned by 
anew breed of youth in the family who insist 
that houses should open even northward to 
avoid easy entry of cyclone winds. This 
phenomenon, though in no way universal, 
convey.s an eloquent evidence on changing 
values in cyclone disasters. 

Nevertheiess. iiKidence of psychosomatic 
illness seems to increase among people dis- 
pos.sesscd o wi ng to storm surges and cyclonic 
winds. More importantly, studies reveal, 
people who have lost a relative recoverbetter 
and sooner than people who have lost the 
family hoirie.*' A death in ihc family can be 
gneved by a funeral wuhin sevet^ days, 
argues an elderly lady at Jaynagar, 24 
Parganas, but a family residence has to be 
rebuilt with alarming financial constraints, 
over nionibs or years. Though, generally, 
people revert to their routine work once tte 
crisis and emergency ore over, eaiastrophlc 
cyclones often act as landmarks in their 
perception. A devastating cyclone often 
punctuates the events in h<s life as a point 
of reference in time. Pradyot Maiti. a 
senior villager in Ramnagar, for instance, 
would count the ages of his offsprings on 
a lime-scale relative lo the great cyclone of 
1942-4.1. Rupak, hisyoungesison.heinsists. 
was born the year before that cyclone 
disaster. Hcmarriedoffhisseconddaughter, 
Maiti continues, immediately after the 
great catastrophe. 

The response in coastal West Bengal to 
tropical cyclones appears at times to be one 
of ignorance and acceptance of the disaster. 
The poorest farmen and iishermen would 
wish to apportion blame for the visitetion 
of cyclone. They perceive the role of god 
in it; but they do not complain. Recurrent 
cyclones are often interpret at a maoifeit 
wrath of the heavenly head. To propitiate 
the god m^MmiUe, they aigatftse community 
praycn. Womenfolk usualiy blow their conch 
shells in chorus whenever a cyclone seena 
10 be violent. Songs sung on such occariona 
often enter imo dm collective meinoty of the 
fishing comiminity. and, cyclone or no 
cyclone, the fishermen invotiahly reson lo 
their repeal peiforiMRKS ndiikfenUy lowiRg 
dwir hMUk 
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people would evacuate to specified shellen 
while 40 per cent would prefer to climb to 
trees to survive. To many, evacuation is 
unwise because they apprehend homes would 
be subject to looting. Again, religious taboos 
prevent Musiim women from lea ving houses 
becau.sc cyclones generally strike during a 
month when women arc Inrbidden by 
csiaWishcUrcligiousconvcntion ftom going 
outside. 

CoNr'i.iJsuiN 

A few tentative conclusions may be drawn 
from these records. Admiltcdly. human 
impact of cyclones can be asscs.scd mainly 
in terms of deaths and financial losses. Bui. 
in fact, the impact goes far beyond just 
deaths and collapse of buildings. Cyclones 
in the cua.Mal regions of West Bengal cause 
increased .soil salinity through .stnrm-.siirgc 
inundations. In cITect, it con have long-term 
economic consequences upon agricultural 
production of that region. It amounts to 
losses which arc virtually unmeasurable in 
monetary terms 

These apart, tropical cyclones destroy 
standing crops, di.srupt water supply system 
and iniertcrc with telecommunications. 
Contamination of water supply and destruc¬ 
tion of crops call also lead to disease and 
starvation, in fact, some of the large-scale 
death tolls caused by cyclones on the coastal 
zone ot West Bengal tn the I9ih century 
were due to starvation afterwards. The 
cyclone of 1864 m Midnapore is a case in 
point. The immediate losses were equalled 
by deaths caused by famine and .sicknc.ss that 
succeeded the inundation. 

In fact, human perception of cyclone 
disasters emanates from all these. Deaths 
and disease act on a people already sulTcrin g 
severe mental pmsiratior from the loss of 
their relations and pniperty. It proves more 
fatal than the deluge which initially over¬ 
whelms them. There i s al so a high corrcl ati on 
between the occurrence of stress and degree 
of impact of cyclone. Observations from the 
coastal region of Bengal tend to indicate that 
evacuation at the behest of government 
reinforces and increases the level of stress. 
Some of the stress stems from the dictatorial 
power assumed by a few polilicians-iumcd- 
hetpers. Very often a viaim-hclper relation¬ 
ship is established tn an extent that little or 
no encouragement t.s given to the victim to 
play an active part in his own recovery. 
Peoplcinthc coastal regionsdread this much 
more than the cyclone itself. 

The fact that male deaths in the first blast 
of cyclones usually outnumber those of 
females has had its demographic impact. 
Male members generally rushoui in the open 
to protect their houses and cattle, and die 
incon.sequencc. It is this selective higher loll 
of the menfolk that drives hundreds of 
widowed women with babies in arms and 
Cluldrcn in tow to seek gruel in government 
‘langarkhana'. This phenomenon is parti¬ 


cularly alarming in Sundetban areas where 
visitors ate shown by 4he residents petty 
hamlets full of widows, theirhusbands being 
either killed by cyclones or fallen piey to 
tigers. These villages arc popularly referred 
to os ‘bidhaba*pally’. 

Finally, it is tnic that poor perception of 
hazards may be attributed to behavioural 
faults. Truer still, disasters arc compounded 
hy even more irrational, ill-informed 
behaviour by lolk .societies.'*^ But so far as 
thccoastal residents of Bengal arc concerned, 
environmental disasters are not primarily 
dependent on physical process. One may 
orgucthot growing poverty has created gfeater 
vulnerability. Few of them arc urban 
proletariat forced into shanty towns most 
prone to dangers. Bui most of them are rural 
prolci.iriut fJispos.sc,ssed of land and com¬ 
pelled to grow cash crop rather than sub- 
si.sicn».'e food. Thus, the scvciify of disaster 
impact is related here more to the scale of 
human exploitation Chon to tire stress imposed 
by nature. 

Notes 

11 am deeply indchicd tn Bosudeb Chatlnpadhyay 
for going ihmugli the fiTst draft of this essay and 
suggesting valuable changes. I also acknowledge 
my gnUiludc to Sunandn Bandyupidhyay fur 
imparting many of the insighu. that have helped 
me considerably in wri'ing ihi.s essay.) 
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State, Society and Co-operatives 

A study of the dynamic interaction between t>K text of a dairy 
co-operative and the context of dry land agriculture in a tribal peasant 
set-up highlights the co-operative's fragile stability. A-9S While milk 
production in Maharashtra has gone up sharply in the last decade, only 
one in four milk co-operatives in the stale is economically viable. Why'.^ 
And what can be done to improve the situation? A-125 Co-operative 
s(K;icties, though delineated by formal boundaries based on laws and 
rules, are shaped by the social context in which they operate. Lessons 
from the experience of two oilseed growers’ co-operatives in Madhya 
Pradesh. A-114 The interplay of political processes and the changes in 
the co-operative laws in Gujarat in the 198()s underlines the lack of 
appreciation of the nature of the state, laws, and society on the part of 
those who want the slate to adopt a hands off altitude to the 
co-operatives. A-140 The case of small growers' tea co-operatives in 
the Nilgiris lays bare the proces.ses of bureaucratisation and their 
impact on the co-opcrativcs’ ability to protect and promote the interests 
of the weaker sections. A-ID6 Tlic emergence of co-operatives of 
Icuthcr-flaycrs at the direction of the Supreme Court and the subsequent 
conflicts among the traditional Icuthcr-flaycrs, contractors and /.ilia 
parishads throw valuable light on the relationship between the state 
and co-n|)erative.s. A-136 


A study of India’s obligations under the TRIPS agreement shows that 
the options before the country are not a.<i stark as they arc made out to 
be. It is possible for India to comply with the provisions of the 
agreement while retaining a balance between public interest and the 
private interest of the holders of intellectual property, rights. 2461 
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Agricultural Science 

The agricultural .scientist and public 
patronage of agricultural science in the 
dcvelupcd nations were significant 
by-pnxluets of the capitalist 
translnrmation of agriculture. This 
legacy hampers their effeciive 
functioning in serving (he cause 
of development in the Ic.s.s 
developed ccononiieic_ 2473 


People’s Plan Movement 

Mobilising the masses for the people's 
plan campaign in Kerala has yielded 
.sopTC windfall results. TTie faith 
reposed in the people has been 
handsomely rewarded. Can the 
movement be sustained'.’ What 
institutional framework should there 
be to carry on the planning process 
with popular participation? 24S0 
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Telecom Liberalisation 

Private telecom opetaltirs made 
umealisiically aggressive bids for basic 
services because they overestimated 
the size of the Indian market. A case 
study of a firm which will ma 
make a cash profit or he able to 
r epay its loan for 15 years. 2438 

Forest VHfatges 

In spite of the centre’s direaivc to 
regularise them as revenue villages, 
forest villages continue to be 
exptoiied by the forest depettment. 
depriving their inhabitants of 
basic welfare services. 2441 


Enemy Within 

The 19% parliamentary elections in 
Goa showed that all p^itical panics 
had factions that were more 
concerned with worsting intra-party 
rivals than with defeating the 
formal (^position. _2449 

Lebanon after Death 

For Lebanon the I9(i0s wot the 
time of libentioa. the Beattea and 
Cwnaby Street - and golden-BeinR. 
Bui the long dark idght whiefa 
followed turned Lebanon bdo vmjf.- 
country's nightmare, a l^end to 
frighten all. MM 










URBAN PLANNING 


Growing Lag 

THE repercussions of the skewed perspec¬ 
tive on urban development over the last SO 
yeus are becoming increasingly evident 
Urban areas have generally been regarded 
as a son of catchment area for the spillover 
due to poor rural development atxi therefore 
little positive attention has been invested in 
such activities as the monitoring of urban 
growth and safety of structures. 

The collapse of a multistoreyed building 
housing several businesses in mid-westem 
Mumbai, tragic as it was, is a chilling notice 
of other similar disasters waiting to happen. 
Poonam Chambers is not the first building 
in recent years to have collapsed due to 
ncgligeoceof ail sorts at all levels. The death 
toll in the crash has been awesome, with 
bodies still being dug up. Rescue work, 
already in the hands of agencies not properly 
equip^ todo the job, was further hampered 
when a second portion of the building 
crumbled a couple of days after the first 
collapse. 

According to mpons, the collapse was 
trigger^ by a number of factors: overload¬ 
ing of the terrace with airconditioning 
plants and other installations; structural 
work undertaken without safety concerns 
being attended to; and poor maimenance. 
The building housed a couple of financial 
inititutions, a pharmaceutical company 
and other businesses and was something 
of a landmark in the area. Unlike many 
eariicf building collapses, this was not an 
old building, nor was iti'new and poorly 
cofiitrocted. Unlike builoings involved in 
the many migor crashes ip Mumbai in the 
I990i, Poonam Chambdn was less than 
30 yean old, which is why it has caused 
widespread consternation and concern. 
Moreover, it has come leu than a year 
after an investigation team into an earlier 
buildiiig collapse had made wide-ranging 
lecommendations on legislation and its 
implementation. 

The disaster has brought a variety of 
issues into focus. There is the question of 
the responnbility of the Brihimmunibai 
Municipal vofporadon (BMC) in allowing 
unsafe additions and deletions in the struc¬ 
ture of the building. It is clear that there are 
rules and’iegulatioiis galore with regard to 
coostnictioa in the city, but there it little real 
regulation since the machinery for such 
impleiiientation is both poorly staffed and 
is also immuineiitally corrupt. Although 
many of the recommendations emanating 
from the investigation into the Navre building 
crash were supposedly accepted by the B MC, 
few in the corporation’i offices appear to be 
aware of the do's and don’ts which have 
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been dreultied. Norof ooutae has there been 
any ravitallBation of the buikfiiig inspection 
depaitmeiu. 

But even more impottant is the fad that 
Poonam Giamben is juU one of thousands 
of buildings, resideiitial and business, which 
have been at the receivingend of the ingenuity 
oftbeirresidentsin creating additional space. 
And this is the really serious issue. In cities 
like Mumbai where even veitical expansion 
is increasingly difficult, there is intense 
pressure on urtun space. While there has 
been a population movement from the older 
areas of Mumbai to the suburbs as families 
outgrow available space in old buildings, in 
other areas and the olto subuibs the tendency 
has been to enlarge space in existing 
residential stnictum. Su^ suntlementaty 
construction has increaied sharply in the last 
decade. Other indicatioRs are the growing 
numbcrofcadractors and sdr-trained interior 
decoraton, specialist fums dealing in the 
remoddling i^flaU (and even super-specialist 
ones dealing in parts of thm, such as 
kitchens) and, of course, the booming sales 
of building materials, including paints. With 
the co-operative bousing sod^ies lax and 
not partictilariy aware of building safety 
codes and such matten, a great deal of, 
possibly unsafe, stnictutal changes goes on 
all the time. 

There is as much or more pressure on 
business space in (he city. While new 
manufactuiing operations are not allowed to 
come up, service sector activities, many of 
them of a semi-manufacturing nature (s^l 
printing presses, computer typesetting shops, 
courier services) which do not need much 
spaceand bring in huge rents are prolifeiating, 
creating demand for offices within offices 
-with partition walls, lofts, mezzanine floors 
and so on. The recent decision of the BMC 
to regularise mezzanine floon reflects the 
mourning pressures. While all this is no 
doubt true of other cities as well. the situation 
is possibly worse in Mumbai whose 
geography permits only vertical or south- 
north growth. 

In a sense disasters such as Poonam 
Chambers are an outcome of the lag between 
urban devdopmeM and the urban authorities' 
adaptation to it. Municipal regulations 
everywhere in the country have not kept 
pace with uiban growth, but have hadchange 
forced upon them. Also, more often than not, 
change occun due to political pressure rather 
than the needs of development. As the 
regularisation of mezzanine floors shows, 
little thought isgiven to the safety of structures 
or to public convenience for (hat matter. 
While the proUeroa of Mumbd are special 
and acute, they ae becocninft uaeasingly 
universal with rapid utbattiwon, in tenns 
of the growth of the number of urban areaa 
a% well as in Ibdr growing densities and the 


concondtaiit gniwtli of the tferponl e and 
bUiin ett sec t ofi.Unkaea radical dep di ti ire 
is made with regaid to utban developmmit 
and therefore the entire structure and 
peitpecti veof munieipal feguUllon,diaisters 
will continue to happea 

INDUSTRY 

Ownership Is the Issue 

A correspondtnt writes'. 

THE former finance minister. Manmohan 
Singh, has criticised the United Front 
government for 'politicising' itsdUpute with 
the Suzuki Motor Corporation over Marutl 
Udyog. The criticism is well-founded, but 
bow realistic is it to expect that (he govem- 
ment’i actioiu in a situation such as this will 
not be ‘politicised’? 

In fact the entire course of the Maruti 
controveny has focused attention on the 
problems created by the direct involvement 
of the goveroment in business enterprises. 
There was first industry minister Muiasoli 
Maran’s petulanr declaration that Suzuki 
was welcome to quit Maruti and that there 
were any number of other foreign auto¬ 
mobile companies waiting to take its place. 
This was followed by newspaper reports, no 
doubt planted by diligent industry ministfy 
officials, that the government was propo¬ 
sing to institute a CBI investigation into 
alleged excessive and illegal impoils by 
Maruti. it is typical that the government 
should use the charge of wrongdoing, not 
10 curb and punish such conduct, but in an 
attempt to browbeat and bend Che alleged 
wrongdoer to the government's will. The 
tactic is, of course, routiiKly employed by 
politiciaiu in power against theiradversarks. ^ 
In the case of Maruti itself, the govenunem 
had gone funher and initiated prosecution : 
procedures against the company’s former 
chairman once he. origiiially a fovenuneiH 
nominee, fell out with bureaucrats in the 
industry ministry. 

The government’s currem attitude to 
Maruti rings completely hollow against Ihe^ 
background of its earlier favourite-son tresi- 
ment of tbe company - entirely for political 
reasons, because the company had bets 
launched by the then prime minisier's soe 
and could ntrt be aJIovred to come a cropper 
as it undoubtedly would have without iN 
special dispensation extended to it by tlx 
government. It is now being alleged ifu> 
Maniti has been effecting excess! ve importt 
from Suzuki and that die progtB M of Mh 
geitisation of pradoction has been slow, k 
is aho being pointed out that Suzuki he 
r e a ped very laige profilt from Maruti, ait 
rale far higher than what it cams from iR 
rest of its opentions. The fact, of count' 
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tf thtt fftr aS thU tbs govefiHiMiit hM been 
«<piaiely Ktpomible. Not only (fidit ibow 
ipecial favoun to Matuti in the maoer of 
cuMomi and excite duiiei, but, most 
impoitam of all, by keepini other inter- 
nattonal mtomobile manufactuTera out of 
the country at a matter of offkia] policy, it 
entuiod thin Suzuki enjoyed a monopoly of 
the Indian market for long yean. Suzuki can 
hardly be Mamed for having exploited these 
favours to the hilt. Though the automobile 
industry hat now been opened up for foreign 
investment and tome international car 
manufKtuiers are setting up shop in the 
country, the danger it very that, should 
the government have its way in its present 
mule with Suzuki, it might be impelled to 
consider extending special treatment to 
Maniti all over again, Ms time to justify its 
stand on the appoimnsent of the company's 
managing director. 

To pre-empt any such possibility it is 
necessary that it be clearly recogpis^ that 
00 public purpose is serv^ by the govern¬ 
ment holding on to its half sh^ of Maniti 
, Udyog's equity. No doubt Muraioli Maran 
will find this a bitter pill to swallow just now, 
after his recent ill-considered public 
posturing, but the government must initiate 
steps immediately to divest its shareholding 
in Maiuti - completely in due course - for 
there is no case whatsoever for direct 
government participation in the manufac¬ 
ture of passenger cars. 

Theissues thrown upby the Manruti episode 
obviously have relevance to the future of 
most public sector enterprises owned by the 
government. For all the talk of economic 
reform, the government has tried to sweep 
under the caipet the question of its owner¬ 
ship of these en|erprises by suggesting that 
their autonomous commercial functioning 
can be ensured without disturbing 
government ownership (beyond some 
relatively minor disinvestment to suppon 
the budget). But the latest exercise in delusion 
in this regard of designating some of these 
enterprises u 'navarainas' and a larger 
mimto of others as smaller 'ramas' is really 
on par with the earlier memoranda of 
understanding (MoU) operation. Most of the 
MoUs, it is now freely disclosed by retired 
ofTidais even if it is not yet formally con¬ 
ceded by the govenmient, have proved to 
be not worth the paper they are periodically 
drawn up on. 

DISARMAMENT 

Welcome Movement 

WHK::HBVER way one looks at it. and 
despite the government of India's stand, the 
draft treaty adopted in Oslo on the produc¬ 
tion, use and export of land-mines camwi 


bot bn men as a positive step. It is the European countries. South Africa and 
culminallon of whM hu been termed the ' developing countriea such as Nicaiagua, 


Panama and the FMNppines: (b) countries 
which believe that the CD is the best fonim. 


Ottawa prooeas, separate from the other 
ongoing negotiations. The proceu b^an in 
October 1996 in Ottawa at the International 
Strategy Conference, attended by 71 stales, 
where the Otuwa Declsration Towards a 
giobai ban on anti-personnel mines’ was 
adopted. The declarsaion was separate from 
Protocol II which had been amended at the 
review conference of the Convention on 
Prohibition of or Restrictions on the Use of 
Certain Conventional Weapons which may 
be Deemed to be Excessi>^y Injurious or 
to have Indiscriminate Effecb (the CCW 
for short) in 1995, following increasing 
concern about land-mines left over from 
major conflicu which killed and maimed 
civilians. The revised Protocol II prohibiu 
or rcsiricu the use of mines, bo^-lraps 
and other devices, including anti-pcraonnci 
land-mines. 

Protocol tl was criticised, mainly by NGO 
groups which had come logetho' in the 
International Campaign to Ban Land-Mines 
and the International Committee of the Red 
Cross. The US and western countries were 
reproached for promoting the continued use 
of mines and being ‘‘guided mainly by 
military and economic considerations”. The 
protocol, they said, allowed countries to 
continue to produce, export and use long- 
lasting mines and the definition of an anti¬ 
personnel mine(as being ‘primarilydesigned 
to explode') was changed in such a way as 
In lead to circumvention of the restrictions 
and the use of anti-tank mines with anti- 
handling devices and hybrid versions. 
Finally, the bbscnce of vetificalion provisions 
was also seen as a major deficiency. ’Diere 
has been considerable mo vetnent on Protocol 
II with the US and the other 84 co-sponsors 
submitting draft resolutions to the UN to 
pursue an effective and legally binding ban 
under the CCW convention. Subsequently, 
in January this year the Conference on 
Disarmament (CD) initiated negotiations on 
a wofMwtde ban. 

There are an estimated 85 to 110 mn anti¬ 
personnel land-mines in 68 countries and 
every year some 2 mn new mines are laid. 
So any progress on restricting the use of 
land-mines should be regarded as a positive 
development 

There are, as the SlPRl Yearbook 1997 
terms it, four difrerem positions on land¬ 
mines: (a) the Ottawa group backed by 


but see the Ottawa prooeai as helping these 
negoliations(Auitrii)ia,Biitaiit,nanGe,llaly 
and the US); (c) those tiul reject any talks 
outside the CD (China, India. Iran. Libya. 
Pakistan, Russia and Syria); and (d) a few 
countries such as Cuba. South Korea and 
Sri Lanka which feel that Iheif paitiailar 
geopolitical circumstancea dictate the 
continued use of land-mines. 

India's stand has been that since the issue 
is being discussed as part of other limiting 
processes, there is no need for it to be a part 
of a parallel iretiy. Moreover, the Ottawa 
process is seen to be mainly sponsored by 
the western countries and also mainly 
voluntary innanue and as constitiningatet' 
track approach which may not turn out to 
he binding. Also, India feels that the Ottawa 
Process does not tMte into account India’s 
security concerns vis-a-vis Pakistan and 
the latter's large supjdy ttf Imd-mines to 
terrorists in Kashmir. Indta is for a 'phaaed 
approach' which will for the present allow 
the use of land-mines in the defence of 
countries’ borders.-Three mqjor produoen 
and users of mines. China, India aM Russia, 
did not participate in the Oslo c on fer e n c e . 
The US, while it did paitidpele in the 
process, demanded cenaio provtssoos, for 
instance, an exception to the use of msmas 
in South Korea andfor a defcrnl perinl of 
nine years before the giolMi ban comes iMo 
effect. In the end the governm en t of India 
leftued to be part) to the tiMy, 

It is true of coune that the treaty may not 
be iscffective at what Tnily global* pmcc aa cs 
such as theCCW orltaeCD n^otiiCiom anil 
yield. But it is equally evidera that there 
negotiations are fv more compUcaied aud 
will take much longer to successfully 
conclude. In any case, it is unlikely dmtlhaae 
who have not been pan of the Ottawa tremy 
will sign any treaty under the other two 
processes. In these circumstanoes,lheOitawa 
treaty will act as a fillip to theaeuegotiatnat 
and may i n fact pu t pressure on the abstaiaitig 
coumnes to anive at someundenimdiiigwi 
banning land-mines. On the other hand, since 
there is anyway a treaty on the subfect. the 
Otuwa agreement may also shiw-down 
negotiations on land-mines in the other t wo 
processes, and make k hander lo finalise m 
a gr e emen t. 


Review of AoucuLTuaE 


The assisunce of Vikash Pandey and Sbarit Bbowmik in ptMting ] 

together this week's Review of Agriculture on 
Coopertkives is gntefully acknowledged 

Slate, Society and 


-Ed 
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CURRENT STATISTICS 


£P1V RtMarch Fdvmfailioo 


OffioiDl (oreiin currency reiervet have been depleted by S640 mn in (he pa« month followlnt RBI'i intervention and alio reduced Fll Invaunemi. Non- 
PUl. unpoiu have begun to pick up and, in the face of a draitic decelenuion in expon gnnvth, the meiclaiidlae trade deflcU during ApciMuly Ibii year 
hu grown to SI.8 bn againtt $1.2 to last year. .Sizeable mviiibk recelpu npponed by large private tneiifen and capilai account recetpu eoantially tat 
the tom of foreiu investment and NRI deposit florvs in coomsi to iirie net external issblince and eommercial borniwinp in the pna-iefotm perioo an: 
iccem BoP highhgtua. 

Macroeconomic Indicators 


Weights Sept 6, 


Index Numbers of Wholesale 
Prices (1981-82= 100) 


All Cnnunodilics 
PnmoT}' Articles 
Food Articles 
Non-Fuud Articles 
Fuel. Power. Light and Lubricunts 
Manufactured l^xluctii 
Food Products 
Food Index (computed) 

All Commodities (Averuge Basis) 
(April .S-Septemher 6, 19>)7) 


Cost of Living Indices 


Over 12 Months Fiscal Year So Far 1996-97 1995-96 1994-95 1993-94 
Utest Previous 1997-98 1996-97 


100.0 329.7 


4,2 

6.4 

3.0 

5.6 

6.9 

5,0 

10.4 

10.8 

3.3 

6.9 

2.9 

6,7 

7,0 

5.4 

12.7 

11.5 

4.3 

9.0 

2.8 

8.1 

9.6 

9.8 

11.9 

4.4 

1.9 

4.1 

3.8 

.5.5 

3.5 

-1.9 

15.5 

24.9 

12.0 

16.2 

7.3 

11.9 

15.9 

3.7 

2.4 

13.1 

3.2 

4.2 

2.2 

3.9 

4.9 

5.0 

10.7 

9.9 

6.7 

7.7 

5.5 

12.7 

14.1 

-^.7 

8.1 

12.3 

.5.1 

8.6 

.3.7 

9,5 

Ml 

6.3 

10.6 

7.0 

6.2 

5.9 

5,1 

5.3 

6.4 

7.8 

10.9 

8.3 


Variation (Per Cent): Poinl-lo-Poinl 
lonihs Wscal Year So Far 1996-97 1995- 
evtous 1997-98 1996-97 


litdu.scnal Workers (1982=100) .3.58" 

0.8 

,5.6 

Urban Non-Man Fjiip( 1984-85= 100) (For 1996-97) 289'- 

0..3 

10.3 

Agri Lab (1986-87=100) (Link factor 5.89) 259" 

0.4 

4.9 



Money and Banking (Rs crore) 


Money Supply (Mi) 

Cunency with Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to CommI Secttir 
Net Foreign Exchange Assets 
Reserve Money (Sep 5) 

Net RBI Ciedit to Centie (Sep 5) 

RBI Credit to BkiATomm Sect (Sep 5) 
Scheduled Commercial Banks 
Deposits 
Advances 

Non-Food Advances 
Investments 


Over Month Over Year 


__ Variation ' 

Fiscal Year ^o Par 
1997-98 1996-97 


73.3115 

137082 

591730 

307208 

375808 

11729.3 

209.367 

118983 

12891 


1487(0.2) 
-ll.56(-0.8) 
4128(0.7) 
-,5275(-l.7) 
-6021-0.2) 
.3064(2.7) 
2591(1.3) 
2322(-1.9) 
259(2 I) 


99898(15.8) 
1612.5(13.3) 
8.5201(16.8) 
32814(12.0) 
36611(10.8) 
29410(33.5) 
20743(11.0) 
10351 (-8 0) 
-229(-| 7) 


3293.3(4.7) 
4649(3 5) 
27219(4.8) 
18392(6.4) 
454(0.1) 
14380(14.0) 
9322(4.7) 
1720(-1 4) 
-36l(-2 7) 


29210(4.8) 

2699(2.3) 

24124(5.0) 

16616(6.4) 

-545l(-l,6) 

5743(7.0) 

-58.33(-3.0) 

10566(8.9) 

1.56891-54.5) 


961-76(15 9) 
14175(12.0) 
82107(17.0) 
310.38(12.0) 
30706(8.9) 
20773(25.3) 
5587(2.9) 
1934(1.6) 
-l5557(-.540) 


72581(13 7) 
17577(17.5) 
55042(12.9) 
3.5.360(1.5.9) 
51925(17,7) 
3109(3.9) 
25176(14.9) 
19855(20.1) 
8747(43.6) 


97019(22.3) 

18380(22.3) 

77781(22.2) 

18.501(9.1) 

54949(23,1) 

24420(44,7) 

3n61(K22.l) 

2130(2.2) 

8067(67.2) 


530068 3905(0.7) 75222(16.5) 24469(4 8) 

276201 -1356(-O.S) 27467(11,0)-220l(-0.8) 
266759 -16761-0.6) 27770(1 l,6)-4045(-l.5) 
220368 1809(0.8) 4.3819(24.8)2985.5(15 7) 


21027(441) 71780(16 5) 46960(12 1) 71726(22.8) 
-5281tf2 f) 24387(9.6) 42455(20.1) 47144(28.7) 
-5235f-2.1) 26580(10.9) 44938(22 5) 45776(29.8) 
11766(7.1) 2.5731(15,6) 15.529(10.4) 16711(12.6) 


Index Numbers of Industrial 

May 

Fiscal Yew So Far 

Fiscal Year Avc 

Production (1980-81 = 100) Weights 

1997 

1997-98 1996-97 



General Index 
Mining and Quarrying 
Manufacturing 
Electricity 


100.00 .30.3.9 30.5,3(8.1) 282.3(8.7) 302 1(6 5)28.3,6(11.8) 253.7(9.4) 232.0<6.()f 218 9(2.3) 213 9(0.6) 

1146 274.4 270.9(6.8) 25.3.7(4 4) 269.7(0.9) 267.3(7.4) 248.8(7.5) 231 5(3.5) 223.7(0.6) 222..5(0.6) 

77.11 298.0 301..3(9.1) 276.1(10.3) 299.3(7.8)277.6(13.1) 245.4(9.8) 22.3.5(6.1) 210.7(2.2)206.2(-0.8) 

11.43 .373.4 .3664(3 7) 353 2(4 2) .3.52.9(3 8) .340.1(8 1) 314,6(8.5) 2900(7.4) 269.9t5.0) 257.0(8..5) 


Capital Market 


BSE Sensitive Index (1978-79=100) 
BSE-100 M 98.3-84= 100) 

8SE-200 (1989-90=100) 

N3E-50 (Nov 3. 199.5=I(X)0) 

Skindia GDR Index (Ap 1.5. 1994=100) 


Foreign Trade July 


.Sep 19. Month 
1997 Ago 


.182.5(14.2) 4165 
1664(10.3) 1819 
.373(11.3) 408 
1104(129) 1181 
7309(112) 80,77 


1997-98 So Far 


3.350(-0 7) 3427 4.548 
1.509(-2.6) 1489 1980 
33.5(-3 2) 33.3 440 

978 970 1293 

6.57.5(-204) 67.33 86J7 


l9%-97 
'rough Kj 


End of Fiscal Yew 
"TOtT^’—- 1 


33611-0.2) 

l464(-.5.5) 

328(-.5.0) 

na 

72.76(-7.3) 


3.367(3 3) 32611-13.7) 
15491-3.5) 1606(-I2.2) 
345 1-6 3) .3681-18 2) 
na na 

78..53(0.7 ) 77.99 


Fiscal Year So For 
l99')-98 1996-97 


1995-95 1994-95 1993-94 1992-9.3 


Exports: Rs crore 

9917 

39493(3.5) 

.38163(23.6) 

117525(10.5) 

10635.3(28.6) 82674(18 5) 

69751(29.9) 

53688(21.9) 

US $ mn 

2775 

110.34(1 0) 

10924(11.1) 

3.3106(4.1) 

31797(20.8) 26.330(18.4) 

22238(20.0) 

18.537(3.8) 

Imports: Rs crore 

114.39 

46029(8.9) 

42266(17 4) 

136844(11.6) 

122678(36.3) 89971 (2.3.1) 

73101(15.3) 

63375(32.4) 

US S mn 

3201 

12860(6.3) 

12099(5.5) 

38.548(5.1) 

36578(28,0) 28654 (22.9) 

23.306(6.5) 

21882(12.7) 

Non-POL US $ mn 

2606 

10206(12.1) 

9102(-6.4) 

28931 (-1,0) 

29214(28.5) 22727 (29..5) 

17.5,52(11.2) 

15782<)2.3) 

Balance of Trade Rs crore 

-1.522 

-65.36 

-4103 

-19.319 

-16325 -7297 

-3350 

-9687 

USSmn 

-426 

-1826 

-1175 

-5442 

-4881 -2324 

-1068 

-3345 


■Sep 12, 

Sep)3, Mw31. 


Variation Over 



Foreign Exchange 

1997 

1996 

1997 Month 

Yew f 

!iacal Year So Far 1996-97 

1995-96 1994-95 1993-94 I 

Reserves (excluding gold) 



Ago 

Ago 1997-98 1996-97 



Rs crore 

93520 

65424 80375 -403 

28096 

13145 6698 21649 

-7302 18402 

274.30 

USSmn 

25591 

18298 22.369 -640 

7293 

.3222 1172 .5243 

-3690 5640 

8724 



2434 


Economic and Political Weekly September 27, 1997 











India's Eternal Transactions 





1 



USSmUlUm 



1996-97 

1995-% 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 1988-89 

1 Ovenli Belance of Paymeoii 











A Cufient Account 


-3730 

-5899 

-3369 

-I1S8 

-3526 

-1178 

-9680 

-6837 

-79% 

1 Expoftt fob 


33768 

32311 

26855 

22683 

18869 

18266 

18477 

16955 

14257 

2 ImjxHtt cif 


46184 

43670 

35904 

26739 

23237 

21064 

27914 

24411 

23618 

^ Trade belince 


-12416 

-11359 

-9049 

-4056 

-4368 

-2798 

-9437 

-7456 

-9361 

4 Invifibler.net 


8686 

5460 

5680 

2898 

842 

1620 

-243 

619 

1364 

B Capital Account 


10525 

4678 

9156 

9695 

2966 

3%8 

7188 

6529 

6855 

1 Net extemal aitUtance 


1133 

883 

1526 

1901 

1859 

3037 

2210 

1856 

2216 

a Diabunementf 


3065 

2933 

3191 

.3476 

3302 

4366 

3397 

3002 

3356 

b Antoftifotion 


-1932 

-2050 

-1665 

-1575 

-1443 

-1329 

-1187 

-1146 

-1139 

2 Net conunercial borrowings 


227 

1275 

1030 

607 

-358 

1456 

2249 

1777 

1894 

a Disbursements 


6650. 

4252 

4152 

2913 

1167 

3133 

4253 

2897 

2945 

b Amocliiation 


-6423 

-2977 

-3122 

-2306 

-1525 

-1677 

-2004 

-1120 

-lost 

3 Net short-tenn credit 


833 

49 

393 

-769 

-1079 

-515 

1074 



4 Net NRI deposits 


3439 

1103 

172 

1205 

2001 

290 

1536 

2403 

2510 

^ Net foreign investments 


5358 

4604 

4807 

4235 

555 

139 

68 



6 Rupee d^ service 


-791 

-952 

-983 

-105.3 

-878 

-1240 

-1193 



7 Net other capital 


326 

-2284 

2211 

3569 

866 

801 

1244 

1370 

1303 

C Overall balance (A+B) 


6795 

-1221 

5787 

8537 

-560 

2790 

-2492 

568 

-72 

D Monetary movements (E+P) 


-6795 

1221 

-5787 

-8537 

560 

-2790 

2492 

-568 

72 

E Net IMF 


-977 

-1715 

-1143 

187 

1288 

786 

1214 

-877 

-1069 

P Reserves and monetary gold 


-5818 

2936 

-4644 

-8724 

-728 

-3576 

1278 

308 

1141 

(- inciease, + decrease) 











2 Invisibles by category of transactions 











1 Net non-factor services 


601 

-186 

602 

535 

1128 

1207 

980 

723 

729 

Receipts 


8922 

.7357 

6135 

5264 

4716 

5022 

4551 

4246 

3933 

Payments 


8321 

7543 

5533 

4729 

3588 

.3815 

3571 

3.S23 

3224 

1 Net travel 


1475 

1.546 

1547 

1725 

1713 

1512 

1064 

1031 

1013 

Receipts 


3025 

2713 

2.365 

2222 

2098 

1977 

1456 

1433 

1418 

Payments 


1550 

1167 

818 

497 

385 

465 

392 

403 

405 

2 Net transportation 


-95 

-1.58 

-167 

-332 

-503 

-.350 

-110 

-208 

-129 

Receipts 


2230 

2011 

16% 

1433 

982 

939 

983 

907 

898 

Payments 


2325 

2169 

1863 

1765 

1485 

1289 

1093 

IMS 

1027 

3 Net insurance 


25 

36 

-29 

-71 

12 

-18 

23 

35 

28 

Receipts 


200 

179 

1.52 

124 

158 

108 

111 

119 

94 

Payments 


175 

143 

181 

195 

146 

126 

88 

84 

66 

1 4 Net Covtmmcnt not included elsewhere (QNIE) -IKS 

-205 

-155 

-123 

-26 

-103 

-158 

-96 

-«5 

Receipts 


50 

13 

10 

30 

66 

16 

IS 

31 

81 

Payments 


235 

218 

165 

153 

92 

119 

173 

127 

147 

5 Net Miscellaneous 


-619 

-1405 

-594 

-664 

-68 

166 

161 

-38 

-117 

Receipts 


3417 

2441 

1912 

1455 

1412 

1982 

1986 

1756 

1462 

Payments 


4036 

3846 

2506 

2119 

1480 

1816 

1825 

1794 

1579 

II Net investment income 


-3900 

-3205 

-3431 

-3270 

-3422 

-3830 

-3752 

-2928 

-2519 

Receipts 


1279 

1429 

886 

.395 

377 

221 

368 

413 

416 

Payments 


5179 

4634 

4.317 

.3665 

3799 

4051 

4120 

3341 

2935 

III Net private transfer 


11583 

8506 

8093 

5265 

277,3 

3783 

2069 

2281 

2653 

Receipts 


11603 

8539 

8112 

5287 

2784 

3798 

2083 

2297 

2669 

Payments 


20 

33 

19 

22 

II 

15 

14 

16 

17 

IV Net oiricial transfers 


402 

.345 

416 

368 

36.3 

460 

461 

539 

300 

Receipts 


402 

351 

421 

373 

.364 

461 

462 

542 

.506 

Payments 


0 

6 

5 

5 

1 

1 

1 

3 

6 

V Net Invisibles (1 to IV) 


8686 

5460 

5680 

2898 

842 

1620 


6i6 

1364 

Receipts 


22206 

17676 

1.5554 

1)319 

8241 

9502 

7405 

7498 

7545 

Payments 


13520 

12216 

9874 

8421 

7.399 

7882 

7707 

6883 

6181 

1 3 Foteiin investment inHows by catc|ory 










A Direct investment 


2696 

2133 

1314 

586 

.341 

150 




a) Covernmenl (SIA/FIPB) 


1922 

1249 

701 

280 

2.38 

87 




b) Reserve Bank of India 


135 

169 

171 

89 

42 





c) NRI 


639 

715 

442 

217 

61 

63 




B Portfolio investment 


2864 

2748 

3824 

3649 

92 

8 




a) Clobal depository receipts 


918 

68.3 

2082 

''1602 

86 





b) Foreign institutions 


1926 

2009 

1.503 

1665 

1 





c) Olfshm funds and others 


20 

.56 

239 

382 

5 





C Total (A+B) 


5560 

4881 

5138 

42.35 

433 

158 




1 4 Inflows and balances ander NRI deposit schemes 












lnflows(+)A}uiflnws(-1 



Balances (End- 

March) 


Item 

1996-07 

1995-% 

1994-95 

1993-94 

1992-93 

1997 

19% 

1995 

1994 

1993 

1 PCNR Accounts 

-1949 

-27% 

-2249 

-1.317 

825 

2306 

4255 

7051 

9300 

I06I7 

1 2 PCNR (Bank) Accounts 

1782 

2669 

1979 

1075 

- 

7505 

5723 

.30.54 

1075 


3 NR (External) Rupee Accounts 

I3S3 

-208 

1000 

727 

.343 

5092 

.3916 

4590 

3590 

2863 

1 4 NR (Non-Repairiable) Rup Deposits 

2253 

1279 

682 

>187 

610 

.5611 

3544 

2479 

1797 

610 

5 PC (Banks and Olhen) Depotiis 

0 

0 

-558 

-576 

3.50 

0 

0 

0 

,533 

1044 

Total 

3439 

944 

854 

II 1.3 

2129 

20514 

17438 

17174 

16312 

ISI3S 

.. not available PC: Foreign Cunency 

NR: Non-Residenl 

Sintn r RBI Amnmii Rept*rt nod Ecomtmit' Sarrty (various issues), { 
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COMPANIES 


EFW RMMuwib FomMlMloa 


GESCO 

New Joint Venture 

THE largest private sector shipping com¬ 
pany, Great Eastern Shipping Company 
(Gcko), is now planning to float a new joint 
venture with a company based in the Fur East 
in order to run execuli ve residential centres 
and business complexes. Gescu plans to hold 
a 30 percent stake in the joint venture, with 
an option to increase it to 60 per cent, making 
an initial investment of around Rs 70 crorc. 
The company already has a property dc vcio p- 
meni division and the new business will 
result in value addition. The new company 
wilt initially receive the existing and viable 
propertyunder the Gesco wing at lull market 
value. 

For the year ended March .31, 1997, the 
company saw mixed performance. While the 
company's total income undoperating profil 
rose by 4,8 per cent and 11.6 per cent, 
respectively, over the previous year, its 
bottomline fell by 8.6 per cent. Tltis was 
mainly the result of asteep increase in interest 
charges (up 68.4 per cent) and depreciation 
provision (up 35.1 per cent). 

Despite the fall in its net prom and the 
consequent fall in earnings per share from 
Rs 5.3 in 1995-96 to Rs 4.9. the company 
raised the dividend rate from 20 per cent last 
year to 30 per cent. Book value, meati while, 
edged up from Rs 38.9 per share to Rs 40.3 
per share. 

While earnings from its shipping business 
contributed the largest shareof thecompany's 
operating income, offshore earnings stood 
at Rs 25.4 crore as against Rs 36.4 crore 
during the previous year. The company added 
two product tankers and a gas carrier to its 
fleet at a total cost of Rs 226.4 crore during 
the yearunder review. The gas carrier, worth 
$24.5 mn, was purchased from a Norwegian 
shipping company, while the $20 mn tanker 
was bought from the Denmaric-based A P 
Mollcr group. Both arc second hand vessels. 
The gas carrier was acquired to meet the 
rising demand from liquefied natural gas 
(LNG) which is transported mainly in ships. 
With the gas earner and tanker markets on 
the upward curve, this acquisition, the 
eampany claims, will boost its proritahiliiy. 

Profit from sale of ships was lower in 
1996-97 by Rs 24.3 crore as compared to 
the previous year, as the company .sold only 
one ship during the year as compared to five 
ships in 1995-%. 

The company has recently reduced its 
stake in PAO Travel India by alJowing its 
foreign partner, P&O Asia BV (a Dutch 
tounstn major), to acquire the controlling 
stake in the travel and tourism joint venture. 


Gesco has pul on hold its jotm venture 
(with the Thailand-based G Premjee Group) 
foray into iiterage activities because of the 
provailing uncertainly in the bulk carrier 
market. The Memorandum of Understan¬ 
ding (MnU) signed between the two 
companies envisaged acquiring a couple of 
barges, and the joint venture had already 
been ivruricd by Del Norske Veritas for 
conform! ng to International Quality Systems 
Standards. 

For the current year the company has 
projected a 20 per cent increase in operating 
profits. Though it admits that margins from 
its hulk currier division will continue to be 
under pressureduri ng the year. Gcscu claims 
that its hulk earner division will look into 
ways and means of hedging tiect comings, 
as aflicightmcnt contracts and period charters 
constitute up to 35 per cent of its fleet. The 
company plans to set off the fall incomings 
from its bulk division by selling a couple 
of Its older vessels. 

The company ’ s share price currently rules 
around Rs 45 bn the bourses, discounting 
its latest earnings per share by 9.3 iimc.s. 

SIV INDIIS'IRIES 

Lower Profit 

The Coimbalorc-hascd SIV Industries 
performed pooi ly in 1996-97. Despite a 30.4 
per cent nsc in net sales and a 28.9 per cent 
increase in value of production, the 
company's operating pront fell drastically 
by 76 per cent over 1995-96, Further, with 
intcre.si charges and depreciation cliargcs 
rising by 47.2 per cent and 47,9 per cent, 
respectively, Ihe company .sut ferod a net loss 
of Rs 31.7 crore against a profit of Rs 63.8 
crore iniheprevious year. 'Dus despite a zero 
tax provision (1995-96 Rs 7 crore) during 
the year under review. Consequently, the 
company's hook value fell from Rs 91.7 per 
share to Rs 82.S per share. 

The company's exports, which consisted 
mainly of rayon filament yam, sodium 
sulphate and viscu.sc stable fibre, fell by 24 
per cent during the same period. 

SIV Industries attributes the drastic fall in 
its bouomline to the stoppage of the pulp 
and viscose staple fibre (VSF) and rayon 
plants for 79 days and44 days, respectively, 
during Januaty-March l997duclopolhilion 
proMenu. A cut in production on account 
of water shortage during April-May 19%, 
coupled with a steep hike in input costs and 
lower profit margins in view of the adverse • 
market conditions affected thR company’s 
performance. With the prices of polyester 
yam declining continuously. Ihe mill sector 
(the user of polyester yam and VSF) has 


changed the product ipix in favour of 
polyester yam, resulting In lower sales and 
a pile-up of inventory for ihe company. 

The wind energy farm, however, saw all 
its 28 wi nd mills - with an aggregate capacity 
of 7 MW - in operation, generating nearly 
72 lakh units of power valued at approxi¬ 
mately Rs 1.72 crore. 

The company now plant to diipote of 
two of Its estates at Kodaikanal winch 
together have a total aiea of 170.56 acres. 
Thetwocsiatcshavebeen christened ‘Swathi’ 
and ‘Viscose'. While the 'Swadii' estate 
measures around 99.3 acres and has cight- 
yearoldcucalyptusptantatioiis,tiie ‘Viscose’ 
estate has coffee and fruit plantations 
besides eucalyptus. The company, how¬ 
ever, claims that it plans to sell only Ihe 
surplus land in Kodaikanal which it has 
been u.sing exclusively for agro-forestry 
activities. 

The company has also deferred its Rs 5(X) 
crore cxpansion-cum-modcmisalion pro¬ 
gramme which envisaged the setting up of 
a fourth VSF plant and also the doubling of 
Ihe production capacity of its pulping plant. 
However, the operations of the oxygen 
activated sludge plant installed with know¬ 
how and equipment from Linde. Germany, 
were totally stabilised during the year, and 
the modemisution ofthe existing VSF plant, 
which has a capacity of 50 tonnes per day, 
was almost complete. 

On the edible oil Iront, the year witnessed 
large-scale imports of sunflower raw oil at 
lower prices, folluwingthe liberalised import 
policy A.S a result, the company cuitailed 
the priK'urcment of sunfiower seeds and 
production of iclmedoil at its factory during 
the second half of 1096-97. The plant facili¬ 
ties, ho wcver. were used to crash cotton seed 
and refine sunflower raw oil for outside 
patties on a job work basis. 

The company's slock currently quotes at 
around Ks 35 on the Bombay Slock Exchange. 

ALEMBIC CHEMICAL WORKS 

Diversified Product Range 

The seventh largest pharmaceutical com¬ 
pany in the country. Alembic ChemKal 
Works, makes bulk drugs and formulations 
fur human and vetennary purposes and 
enjoys a sizeable market share of 2.5 per 
cent in the formulations segment. Tiu , 
ciHnpony also enjoys a leadership position I 
in the macrolides group and has rcceolly 
introduced new generation macrolides like 
Roxid and Aziihral. It is now planning to 
launch clarithromycin in a bid to have a 
conpleterangeof products in the macrolides 
group. 
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Tht^Mk’tCaiiMPiM 

{lb laUil * 


Ffamicial Indtcaton 

GESCO 

SIV 

_ludiwtfk* 

Alcurirfc 

Chfuilral Wwha 


March 

l**7 

Mircb 

1996 

Marcli 

1997 

March 

1996 

March 

1997 

hfarck 

1996** 

Inean/appropriattopi 

I Net lain 

79078 

75903 

24845 

3.5717 

26299 

18887 

2 Value of production 

79078 

75903 

26202 

36849 

25675 

20063 

3 Other Income 

7748 

6937 

1775 

2554 

502 

328 

4 TiHalinaniu 

86826 

82840 

27977 

39403 

26177 

20.391 

S Raw materiali/itoics and 

spares consumed 

1749 

1452 

13035 

14831 

10326 

8632 

6 Other manufacturing expenses 

.32684 

32874 

5.394 

.5607 

5286 

4094 

7 Remuneration to employees 

5197 

4673 

3356 

3370 

2580 

1761 

8 Other expenies 

12287 

12.549 

3.578 

4690 

4795 

3652 

V OpentiiKg imifit 

34909 

31292 

2614 

10905 

3190 

2252 

to imeresl 

6408 

3806 

3676 

2498 

2275 

14.50 

11 Gross pnfH 

28691 

26729 

-1190 

8416 

1042 

844 

12 Depreciation 

12251 

9031 

1976 

1336 

510 

329 

13 Prtijit bffore tux 

16440 

17698 

-3166 

7080 

532 

515 

14 Tax provision 

2500 

2450 

NA 

700 

62 

NA 

IS Profit ufltr tax 

1.3940 

15248 

-3166 

6380 

470 

515 

16 Dividends 

8627 

57.50 

NA 

1.382 

108 

74 

17 Retained profit 

.5.31.3 

9498 

-.3166 

4998 

362 

441 

Lfabllillca/aaicU 

18 Paid-up capiial 

28756 

287.54 

.3456 

3456 

573 

412 

19 Reserves and surplus 

87104 

8.3019 

25071 

28235 

5386 

,3670 

20 Long-term loans 

83368 

69282 

30062 

21125 

10015 

8357 

21 Short-term loans 

205 

2423 

6874 

5837 

2033 

l%5 

22 or which bonk borrowings 

205 

2423 

6374 

4037 

NA 

NA 

23 Groxs fixed assets 

194841 

166057 

.57511 

43812 

16740 

12977 

24 Accumulated depreciation 

S506S 

4409.3 

I2S2I 

10927 

.5006 

4569 

25 Invenioiies 

18115 

18684 

9538 

8617 

4594 

5690 

26 Total asscls/liabililies 

228.312 

211298 

73.559 

68616 

21208 

190.30 

MJaceUancotw Items 

27 Excise duly 

NA 

NA 

4935 

6417 

2870 

2318 

28 Cross value added 

3.31.54 

27860 

4494 

12148 

6124 

4201 

29 Total foreign exchange income 

NA 

NA 

1.381 

1817 

4300 

.361,5 

30 Total foreign exchange outgo NA 

Key lliiaiictal and peiformancc ratios 

NA 

617.3 

9542 

2504 

2181 

31 Turnover ratio 

(sales lo lOlaJ assets) |%) 

.34.64 

.35 92 

33 78 

52.05 

118.42 

99.25 

32 Sales 10 tulal net assets (%) 

39 65 

41.37 

37 95 

60.90 

146.05 

ni.l2 

3.3 Gross value added to 

gross fixed assets 1%) 

17.02 

16 78 

7,81' 

27 73 

.36.58 

32-37 

34 Return on investment 

(gruLs profit in tolol assets) (9(<) 

12.57 

12.65 

-1.62 

12.27 

4.69 

444 

35 Gross profit lo ules 

(gross margin) (1)) 

.36.28 

.35.21 

-4.79 

2.3 56 

396 

4.47 

36 Operating profil lo sales (%) 

44 15 

41 23 

10.52 

.30 5.3 

12 13 

1) 92 

.37 Profit before tax to sales (%) 

20.79 

23.32 

-12.74 

19 82 

2 02 

2 73 

.38 Tax provision lo 

profil before tax (%) 

15.21 

13 84 

NA 

9 89 

tl 65 

NA 

39 Profit after (ox lo nel worth 

(reluro on equity) (%) 

12.0.3 

1364 

-11.10 

20 1.3 

7.89 

12 62 

40 Dividend {») 

30 00 

20 .(8) 

NA 

40 00 

24.00 

1800 

41 Earning per share (Rs) 

4.85 

5..30 

-9.16 

1846 

82.02 

125.00 

42 Book value per shore (Rs) 

40 29 

38.87 

82.54 

91.70 

9.37..52 

844.42 

43 P/E ratio (based on loiesl and 

. corresponding Iasi year's price) 

9.28 

9.43 

-.3.82 

5 25 

NA 

800 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 

71.96 

61 98 

105.38 

66 66 

186.4.3 

240.21 

45 Short-term bonk borrowings 

to invetuones (%) 

1 13 

12.97 

66.83 

46 85 

NA 

NA 

46 Sundry creditors lo 

sundry debtors {%) 

103 71 

102 66 

106.98 

49 41 

104 77 

206.35 

47 Total remuneration to employees 

to gross value added (%) 

48 Total remuneration to employees 

15 68 

16.77 

74.68 

27 74 

42.13 

41 92 

to value of production |%) 

6.57 

6.16 

12.81 

9.15 

10.05 

8 78 

49 Qrots fixed oisets formation (%) 

17.33 

.54 50 

31.27 

46.99 

29 00 

14.39 

SO Growth in inventories (%) 

-3.05 

4276 

10.69 

%..5I 

-19 26 

31.17 


Hint: NA; notavaiMMc. * facevihicofctiwiythatchR« 100 ** nine-manthnnaiKiaiycir. 


The compaoy'a major competitive 
advantage i« ita divenified product range 
and iu strong brand equity wUch has helped 
it lolake advantage of the expanding domraiic 
market and compete aggressively with the 
research-driveni^ra companies in the phanna 
sector. 

The company changed its rmanciai year 
to December from March, and this resulted 
in the 19% financial year being a nine- 
month period. However. 19% proved to be 
a bad year for the company when it saw its 
boiiomline fall by 35.6 per cent (all 
percentages annualised) over the previous 
year. This was despite a 4.3 percent increase 
in net sales and a 6.2 per cent increase in 
operating prodi. The drastic fall in (he 
company's net profit can be attributed to (he 
sharp increase in interest charges (up 17.7 
per cent) and depreciation provision (up 
16.3 per cent) over 1995-%. 

Despite the fall in earnings per share from 
Rs 125 (face value Rs 100) to Rs 82. the 
company raised (he dividend rate from last 
year’s level of 18 per cent to 24 per cent 
during the year under review. Book value, 
meanwhile, moved up (tom Rs 844.4 per 
share to Rs 937.5 per share. 

The global animal health company .Menal. 
formed by the merger of Rhonc-Poulenc's 
animal health business with that of Merck's, 
is set to finalise a joint venture with Alembic 
(Thcmical Works. Talks arc reportedly in an 
advanced stage and the two partners are 
close todeciding whetherit wouldbei 50:50 
joint venture or a 51:49 per cem allimce. 
This joint venture may entail a. spin-off of 
part of Alembic's veterinary business into 
the new company. Merial's interest in its 
Indian partner came at a time when Alembre 
had already laid plattt to launch anew hertial 
veterinary division lo boost its presence in 
the aiumal health business. 

The company entered the domestic capital 
market with a rights issue in July 19%. The 
Rs 15.65 cruic rights issue was made in order 
to finance the company's woiking capital 
lequircmenti besides part financing the cost 
of the project to install co-gener«tionsysiems 
at a cost of Rs .39.98 crore. The compaqi 
claims that the cn-genention systems were 
made necessary due to (he sharply escalating 
energy bi II and the frequem power cuts which 
hampered operations. 

A fact worth noting is that the company 
holds substami al real estate in aprime locitna 
in Baroda. The Alerabk campus in Baroda 
IS vmually a mini township with ait sons 
of facilities and appendages avaiUbie for 
habitation. The approximate value a( this 
property IS in ex ceu of Rs200crore. ^riher. 
the company has substantial Investmeois in 
the shares ofCjujani Stale Fertiliser Compaoy 
(GSPC)and Hindustan Developmeni Hw»e 
Corpotaiion (HDFC). besides other group 
companies such as Alensbic Glass. 


Bconomic aad Political Wedtly September 27. 1997 


2437 





COMMENTARY 


Failure of Indian Telecom 
Liberalisation : A Case Study 

Gowri Gurnmurthjr 
Kaniian Srinivasan 


This study argues that private telecom operators made unrealistically 
aggressive bids for basic services because they overestimated the size 
of the Indian market. It takes the business case of an operator to 
show that the firm will not make even a cash profit or repay the 
principal of its loan for 15 years. 


MORE than two years after the completion 
of the fust round of bids for basic telephony 
there has been no movement forwa^. No 
private operator has yet put in the licence 
fee, save Reliance and BhartiTel. Itisbelieved 
that Reliance put in the licence fee for reasons 
other than telecom. The group is the largest 
Indian private sector conglomerate, depend¬ 
ing on good relations with the government 
for a variety of project approvals. Its plan 
is still at the stage of the drawing board. 
Reliance's telecom expert, Ravi Kumar, has 
left it to join his guru Sam Pitrodaat WoiidTel. 
Reliance now wants to hive off 38 per cent 
of its stake at a premium. It is looking around 
for a new buyer. Although BhartiTel has 
made some positive statements in the press 
nothing much is known about its plans. 

Alcatel, one of the partners in the Hughes 
Ispat venture has opted out. So Hughes is 
now looking fora new partner. Alcatel bought 
its 9 per cent stake from Ispat at a substantial 
premium on the explicit understanding that 
it would supply equipment for the project. 
But Alcatel maintains that Hughes is keeping 
the capex high by adopting wireless local 
loop fWLL) technology which, it claims, is 
less efTicient than the fibre optic networks 
- in order to dump non-stand^ equipment 
manufactured by Hughes. Illustrative of the 
attitude of Indian firms to the opportunities 
provided by liberalisation, the Indian 
promoter Ispat has put in not a penny of its 
own money. Its stake is made up of Alcatel’s 
advmce subscription to equity - and a loan 
from Hughes. Now as Alca^ walks out, 
Hughes has to makeup thedifference. Ispat's 
role is only one of go-between and procurer 
ofgovernmcM licences. The kick-off meeting 
for the joint venture was held in July 1996 
in London; when John Michael Lind was 
appointed the chief executive officer. More 
than a yev later, the project still remains a 
non-staner. Lind it no longer associated 
with it. 


And no private operator has begun work. 
Indeed, no one is even ready to sign any 
agreement with the department of telecom 
(DoT). They are all in a state of flux. Not 
one has any clear business plan; because 
these aggressive bids and overcstimation of 
demand have made the projects high cost 
operations. They arc still lobbying the 
department on intcrconnectivity charges, 
allotment of frequency; and other 
prere(|uisites for the profitidiility of these 
ventures. Yet all these facts were known at 
the time. Essentially this amounts to a post¬ 
bid renegotiation of the terms of the tender. 
This strategy to buy time should be of concern 
to investment banks advising (hem; as also 
to the investors they have approached. 
Imerconnecti vity charges are seen as a major 
cost because they are a recurring expenditure. 
Private operators al.so hope that the 
government will bring licence fees down. 
They are also working on the assumption 
that they would get direct access to VSNL 
in overseas long distance calls. So this way. 
they would completely cut out MTNL. Little 
homework seems to have been done before 
bidding for different projects. The general 
mood of optimism about the size of the 
Indian consumer markets - like many of the 
exaggerated claims of liberalisation ' seems 
to have informed these bids. An important 
fact which does not seem to have been taken 
into account by optimistic telecom analysts 
is that the tenureof telecom financingrequired 
in India would be for a much longer term 
than international finance has so far found 


acceptable. And Indian finance is rap 
becoming inteniationalited and will there 
tend even nwre to the thort-term. ' 
relatively low return available for tdec 
investment inindia shouldal so beof cone 
to investors, infrasliucture financing 
always been made on the principle c 
guaranteed low risk low return long ter 
structure. But cross border and other flna 
has now developed an appetite for high reti 
- even as it attempts to safeguard it 
against risks, however unsuccessfully. 

An Expert Group has esUmated that 
supply of telephone lines will fall shoil 
demand by 3.3 mn in the year 1997. Dem 
is expected to rise from 17.7 mn in 199' 
64.3 mn in the year2006. The DoT i s expec 
to install 13.8 mn in 1997 and 41.4 mr 
the year 2006. By 2006 private operators 
expected to provide 22.9 mn lines - go 
up from 0.6 mn in 1997 (sec Table I) 

'The DoT claims to incur a cost per I 
of around Rs 40,000. It plans to provide 
additional 29.2 mn lines by 2006. This wo 
require an invcsimetit of Rs 1.168 (rill 
(Rs 40,000 X 29.2 mn). Internal accruals 
estimaied to be around Rs I.I24S trilH 
Out of the total funding requirements of 
1.168 trillion, Rs I.I24S trillion is met 
internal accruals. Only the balance- Rs 4. 
bn - is expected to come from commen 
borrowings. But against DoT and MTI;, 
relatively low reliance on the markets 
debt and equity, private operators m 
depend on them heavily. Th^ have to > 
a 10-ycar licence fee of Rs 202.20 bn o 
a 10-ycar period. They are expected to prov 
22.9mnlincsby2006Soihe(otal investro 
required - at the same DoT cost of Rs 40,C 
per line - would be Rs 916 bn. Addi 
licence fres to this means a requirement 
Rs 1.1182 trillion. At a debt-equity ratio 
1:1, the private operator has to raise equ 
to the tune of Rs 359.1 bn - and over 
559.1 bn of debt, it seems reasonable 
presume that such large sums will not 
easily mobilised by telecom companies. 
sheer magnitude of the task of raisi 
resources may preclude their success. 1 
requirement of paying licence fees upfn 
was seen as a stroke of genius on the p 
of DoT in raising revenue. But it isobviou 
only a significaiil additional cost which I 
meant that all operatam will attempt to reco' 


Tabu 1: Expected Ipbtauation of TcunioNE Lines 

(Figaret in miUii 


Oeimnd 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2003 

2C 

No of lines 

17.7 

20.4 

23.4 

27.1 

31.1 

36.1 

41.4 

48.1 

55.3 

6 

By DoT 

13.8 

V3.6 

17.6 

19.9 

22.3 

25.5 

28.7 

32.4 

36.7 


By Privue Operaiois 

0.6 

2.6 

5.2 

7.2 

8.6 

10.6 

12.7 

15.7 

18.6 

2 

Unhilfillcd demand 

3.3 

2.2 

0.6 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

1 
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IhU tnoMy firmcuitoiiiBn, piuhiiv 
price of telepbony. What ihouM futead 
have been done wu to compel openum to 
pay a royalty to DoT that would vary with 
what they actually earned. All theae large 
inflowa of caih haw terved no puipoae aave 
to be diverted to the budget: the department 
has toldofTiU monopoly to raise go veniment 
revenue. 

We hold that a realistic - and generous 
- assumption of annual revenue pm line for 
Hughes Ispat's (HID Maharashtra circle 
would be Rs 15,000. HIL has been awarded 
both the Maharashtra and Katnmaka circles. 
These are seen to be attractive busiiKss 
propositions. Both are d^doped stales with 
concentrated business centres. Our 
assumption takes the DoTs revenue as the 
beiKhmarfc. That revenue per line is Rs 
12,500 and covers the whole Maharashtra 
circle. This also includes domestic long 
distance - where the private sector is not 
allowed. MTNL Bombay covers only the 
metropolis of Bombay and earns income of 
course on long distance calls. Its earning per 
line is around Rs 14,(XX). Bombay certainly 
has a higher proportion of business 
subscribers to residential subscribers, and is 
the most lucrative province in India. So 
granting a premium - for cfTiciency, better 
technology, superior quality service and 
aggrcssivemarfcciing-weassumeRs I S.CXX). 
We shall discuss HIL's own assumption - 
and why we believe it to be incorrect - later. 
CXir assumptions are; - 

(1) Depreciation at 10 per cent of capital 
expenditure 

(2) Overheads, sales and general 
administration is 30 per cent of revenue 

(.3) 10 per cent of capex after depreciation 
for maintenance of property, plant ami 
equipment (PPE) 

(4) 14 per cent average cost of borrowing 
(domestic + overseas) 

(5) Debt-equity ratio of 1:1 

(6) Revenue per line Rs 15.000 

The growth in the number of lines for the 
firsi five years is given by the company. In 
the first three the private operator has to 
instal 6,07,000 line, a commitment made in 
the bid document. 

As Scenario I presented In Table 2 shows, 
the operator will clearly not make even an 
operating profit for IS years. We should 
keep in mind that this d^ not even take 
into account the repayment of principal for 
the debt. 

Why have we rejected the company' s own 
assumptions of revenue - on which their 
rosy projections of cash flow must depend? 
Hughes Ispat, advised by Peregrine and 
Salomon Bros, hat taken a revenue per line 
of Rt 22.000 to 25.000 In Maharashtra. We 
have taken instead the existing norm of 
MTNL and granted HILagenerous premium 
over that - becfuse the company’s basis for 


TabuZ-.SgwwudI 


Talal Rctcmk at Ra 15,M«llac - Yam 1 to 7 

1 2 3 4 i 6 7 


A: 

No of lines added 

30.000 

232000 

343.000 

393,000 

432,000 

218,000 

250,000 

B: 

Cumulative lines 300,000 

262000 

607,000 

1 mn 

l.4S2mn 

1.67 mn 

1.92 mn 

Cl 

AxRsSaOOO 









(cost per line) 

1.3 bn 

11.6 bn 

17.25 bn 

Iv.bS bn 

22.60 bn 

10.90 bn 

12.50 ba 

C2; Cunmlitire capex 









(Rt) 

ISbn 

13.1 bn 

30.33 bn 

30.0 bn 

72.60 bn 

83.su bn 

96.0 bn 

D; 

Licence ree,(Rt) 

4bn 

4bn 

4bii 

4 bn 

4 bn 

8bn 

8bn 

E; 

(Toud funds required) 








xCI-t-D(Re) 

3.30 bo 

13.6bn 

21.23 bn 

23.63 bn 

26.50 be 

18.90 bn 

20.50 bn 

F; 

Total revenue (Ri) 








Bx 13.000 

430 mn 

3.93 bn 

9.1 bn 

ISbn 

21.78 bn 

23.03 bn 

28.8 bn 



Total Revenne at Re lS,aaMliic - Yean t to 15 




8 

9 

10 

II 

12 

13 

14 

IS 

A 

280.000 

330,000 

400.00 

430,000 

300.000 

600,000 

660.000 

7603)00 

B 

2.2 mn 

2.33 mn 

2.93 mu 

3.36 mn 

3.86 mn 

4.46 mn 

3.12 010 

3.88 nw 

Cl 

14 bo 

16.3 bn 

20.00bn 

2I.S0bn 

2S.00bn 

30.00bn 

33.0abo 

3S.OOIM 

C2 

llObn 

I26.3bn l46.S0bn 

I68bn 

I93bn 

223bn 

236.ba 

2941m 

D 

8bn 

8 bn 

8 bn 

16 bn 

16 bn 

16 bn 

l6bo 

16 ba 

E 

22bn 

24.3bn 

28.bn 

37 5bn 

4lbn 

46t)n 

49bn 

341m 

F 

33bn 

37.95bn 

4.3.95bn 

S0.4bn 

57.%ii 

66.9bn 

76.8bn 

SS.2ba 


Tatol Expcnaitarc at Ri 15,M«/Uac - Yean I to 7 

I 2 3 4 .3 6 7 


G' 

133 mn 

I.l8bn 

2.73 bo 

4.30 bn 

6.53 bn 

T.S2bn 

8.64 ba 

MTCEofPPE 

1.33 mn 1.163 mn 

2.60 bn 

4.11 bn 

5 73 bo 

6.14 bn 

6.631m 

1; Equity 

3.00 bn 

9.88 bn 

12.70 bo 

13.70 bn 

14.77 bn 

10.441m 

13.04 ba 

J: Debt 

K- Interest taken 

2.50 bn. 

9.88 bn 

12.70 bn 

13.70 bn 

14 77 bn 

10.44 bn 

13.04 ba 

at 14 percent 

350 mn 

l..38bn 

1.78 bn 

1.92 bn 

2,07 bn 

1 46 bo 

1.83 bn 

L: Cumulative interest 350 mn 

1.73 bn 

3.31 bo 

3.43 bn 

7.50 bn 

8.96 bn 

10.79 bn 

Licence fee 

4bn 

4 bn 

4 bn 

4 bn 

4bn 

8bn 

• bn 

X’ 

4.62 bn 

8.07 bn 

12.84 bn 

18.04 bn 

23.76 tm 

30.62 ba 

34.08 bn 


Total ExpemUtnre at Rs 15,aN/Ltoe - Yean I to IS 



8 

9 

10 

11 

12 

13 

14 

IS 

C 

9.90 bn 

ll.39bn 

I3.l9bn 

I5.l2bn 

I7.37bn 

20.07bn 

23.04tm 

2646ba 

H 

7.241m 

8.00bn 

9.0abn 

lO.tMbn 

ll.29bn 

12.86tM 

I4J4ba 

t6.5lba 

1 

I3.64bn 

I4.67bn 

I6.l0bn 

20.37bo 

23.80bn 

28.l]bo 

29J2IM 

3l.l3bB 

J 

I3.64bn 

U.67bn 

16.i0bn 

20 37bn 

23.80bn 

28.1 Ibn 

29.22tM 

3t.I3ba 

K 

1.9tbn 

2.03bn 

2.2.3bn 

2.83bn 

3.6lbn 

3.94bn 

4.09(m 

4.36ba 

L 

I2.70bn 

I4.73bn 

I7.00bn 

I9.83bn 

23.46bn 

27.40bn 

3l.49ba 

35.8SIM 

Licence fee 8 bn 

8bn 

8 bn 

I6bn 

16 bn 

16 bn 

16 bn 

16 ba 

X 

37.84bn 

42.l4tm 

47.l9bn 

ei.OIbn 

68.12bn 

76.33bB 

8S.09hB 

94.821m 


Yearatoti bctorc Tax (BBT) - Yean I to 7 
1 2 3 4 3 6 7 

Revenue 43 mn 3 93 bn 9.10 bn 15.00 bn 21.78 bo 23.03 bo 28.80 bn 

Expenditure 4.62 bn 8 07 bn 12.84 bn 18.04 bn 23.76 bn 30.62 bn 34.08 bn 

EBT -4.17 bn -4.14 bn -3.74 bn -3.04 bn -t.98 bo -3.37 fan -3.28 bn 


Earnings before Tax (EBT) - Yean 8 to 15 

8 9 10 II 12 13 14 IS 

Revenue 33bn 37.93bn 43.93bn 30.40ba 57.90bn 66.90ba 76ttin l8Ji» 

Expenditure 37.84t>n 4214bn 4719ba 6l.0lbn 68.l2ba 76.33bn 83.09ta 94.t2ta 

EBT -4.84bn -4.19bn -3.24fao -10.61 ba -10.22 bn -9.43bn -t.27bn -6.62bn 

1 C e Oveilieadi, geaenl odminiHration taken as 30 pet cem of Revenue 

2 HuMaiatensnee of property,plint and equipweatiaken es lOper cent ofca|iei after de p re da tion 

3 X K Total expendituie, i e, X > C+H-rKi-Liceaie fee 

EBT X F-X that is. Earnings before Tax 3 Revenue - lOvetheads 4. Sates and CenenI Adnaabmian 
*■ MatMeoance of Propeity Plant and Eqaipmeat Interest Liocaoe Peel 


Bctnmiic and Political Weekly September 27. 1997 

■p. -- y- — . I .-.-.mw’. 



iu usuiii|)tioiu Menu wiihful thinking: tint 
that the benchmark should be the earnings 
of public call offices: second that all high- 
end users will switch to it from MTNL; and 
third, that it would discournge low-end, non- 
.business uscn. In fact the company made at 
one stage a revenue assumption of Rs 3S,000 
to Rs 40,000 per line in Maha-rashtra. Were 
this tnie they should make net profits on or 
before year III. It is only after protests from 


telecom expertt that they brought it down 
in May-June 1997 to Rs 22.000, Peregrine, 
which has produced a study of Hughes 
Ispat.does not offer any clear rational 
explanation for the vast diffetetioes in revenue 
between the private operator and DoT. For 
that matter it does not even explain why the 
private operator’s revenue should exceed 
that of MTNL. Obviously some of those 
putting in their money are not convinced 


about theM figum. Alcatel for or 
questioned b^h the cost and re 
assumptiofM. 

Hu|^ Ispat officials point out b 
ofexplanationthatpublicealloffioes (. 
in Bombay earn Rs l,SO0perday. Bu 
PCOs arc not the same as normal subsc. 
PCOs work continuously for not les 
18 hours. This is clearly not the cast 
normal telephoneusers. The company 
that it would concentrate only oh bu 
subscribers who would switch over en 
from MTNL as a consequence - the t« 
customers who contribute 80 per cent 
revenue of DoT and MTNL, HIL's i 
is ‘target the business atxi commercial 
and high net worth individuals’. Bi 
should not be taken for granted. Whys 
business subscribers switch over 
unknown service provider? Hughes 
asserts that it will positively discc 
residential users who provide less res 
But it may be impossible to do this 
terms and conditions of the tender doci 
layout that a private operator has to sai 
a connection to any applicant within 
days of the receipt of the applic 
Moreover, there are no demarcated arc 
business and residence in Maharashtra 
in Bombay there is a mixture of busine 
residential land use. 

Central to the business plan of Hug 
the portrayal of its competitors MTN 
DoT - that these would remain pass 
the face of competition. But thes 
unrealistic assumptions about com| 
going in for GDRs - which represent i 
they will have to service and which v 
held hy funds which will demand re 
As (he chairman of a teleaim PSU | 
out, the shrewdest use of funds for M1 
GDR would be to use Rs 6 bn to retire a 
say 60.000 employees with a VRS of 
say Rs I mn each. Then begin afresl 
no dead wood at the lower and middle 
Then the largest supposed advantage 
new telecom operators - cfficieiK;; 
.swiftness of response - could be nul 
It is possible to turn MTNL - alreac 
largest and most experienced te! 
company in India-into the most compe 
Unless the entering multinationals an: 
Indian agents manage to rewrite post 
the entire tender documents on whid 
have bid, they may not have much bu 
in India. 

Alternatively let us make still 
optimistic revenue assumptions. Gi 
'revenue of Rs 20,000 per line (Scent 
in Table 3). At there levels of revenue, H 
makes a marginal cash profit from ye 
But as in Scenario I, it will only servi> 
imerest on its loans, not even repi 
principal. Even then it will ha ve torepe; 
bring in equity and borrow for 15 yi 
to maintain extremely modest growtl 


Tails .t: Scenario II 



Total Revemc at Rs MdMm/Uncs - Yean 1 to 7 




/ 

2 

3 

4 

5 

6 

7 

A: No of lines 

30.000 

232.6(X) 

343.000 

393,000 

452.000 

218.000 

250.000 

B' Cum lines 

30,000 

262.000 

607000 

1 mn 

1.452 mn 

1.67 mn 

l.92mn 

Cl; Ax 30,000 in Rs 

I.Sbn 

ll.6bn 

l7.2.Sbn 

I9.6.3bn 

22 .6bn 

I0.9bn 

J2.Sbn 

C-2: Cum Capex 

I.Sbn 

I3.lbn 

.30.33bn 

SObn 

72.6bn 

8.3.5bn 

96bn 

D; Licence fee 

4bn 

4ba 

4bn 

4bn 

4bn 

8 bn 

8 bn 

E;CI +D 

S.3bn 

I3.6bn 

2l.2.3bn 

23.65bn 

26.5bn 

I8.9bn 

20.Sbn 

F: Revenue B x 20,000 eoOmn 

3.24bn 

I2.l4bn 

20 bn 

29 04bn 

33.4bn 

38.4bn 

• 

Total Revenue at Rs 20,000/Liiic - Years 8 to 15 



8 

9 

JO 

It 

12 

13 

14 

IS 

A 280.000 

330.000 

400.000 

430.000 

500,000 

600,000 

660,000 

760.000 

B 2.2inn 

2..*i3mn 

2.93mn 

3.36mn 

3.86mn 

4.46inn 

S.I2tnn 

S.SSmn 

Cl I4bn 

i6.3bn 

20 bn 

2 I.Sbn 

23bn 

30bn 

33bn 

38bn 

C2 MObn 

I26..3bn 

I46..3bn 

I68bn 

I9.3bn 

223bn 

256bn 

294fan 

D 8bn 

8 bn 

8 bn 

I6bn 

I6bn 

I6bn 

I6bn 

I6bn 

E 22bn 

24..3bn 

28bn 

37,5bn 

4lbn 

46fan 

49bn 

54bn 

F 44bn 

• 

SO.bbn 

S8.6bn 

67.2bn 

77.2bn 

89.2bn 

I02.4bn 

II7.6bn 

Total Expenditure at Rs 20.0IIBfI,iiic - Years 1 to 7 




1 

2 

3 

4 

5 

6 

7 

0; 30 per cent of 








Revenue 

ISOmn 

I.S7bn 

3.64bn 

6 bn 

8.7lbn 

I0.02bn 

II.S2bn 

H: to per cent of Capex 







(after Dep) 

I33mn 

I.l6bn 

2 .6bn 

4 libn 

5.736n 

6 I4bn 

6.6.5bn 

1: Equity 

3bn 

9.8.3bn 

I2.24bn 

12 .6bn 

, 12.9bn 

760mn 

9.67bn 

J:Debt 

2.Sbn 

9.83bn 

I2.24bn 

I2.6bn 

12.9bn 

760mn 

9.67bn 

K; Interest 14 percent 

3.30mn 

l..3gbn 

l.71bn 

l.76bn 

I.BIbn 

l.07bn 

l.3.5bn 

L: Cum Interest 

330iiin 

1.73bn 

3.44bn 

3.2()bn 

7.0lbn 

8.08bn 

9.43bn 

Licence Fw 

4bn 

4bn 

4bn 

4bn 

4bn 

8 bn 

8 bn 

X; Total expenditure 

4.66bn 

8.46bn 

I3 68bn 

19.3lbn 

23.45bn 

32.24bn 

35.6bn 

Total rapendhure at Rs 20,000/Llnc - Years S to 15 



8 

9 

10 

II 

12 

13 

14 

15 

G 13.2bn 

IS.I8bn 

I7.38bn 

20.16bn 

23.l6bn 

26.76bn 

30.72bn 

35.28bn 

H 7.24bn 

8 bo 

9bn 

I0.04bn 

ll.29bn 

I2.86bn 

I4.54bn 

I6.5lbn 

1 9.6bn 

9.86bn 

I0.37bn 

t.3,.34bn 

I7.73bn 

I8.62bn 

IS.Otbn 

17.99bn 

J 9.6bn 

9.86bn 

I0.37bn 

13.34bn 

17.75bn 

I8.62bn 

18.01 bn 

I7.99bn 

K l.34bn 

l.38bn 

1.4Sbn 

l.9bn 

2.49bn 

2.6 Ibn 

2.52bn 

2.52bn 

L 10,77bn 

i2.t3bn 

I3.6bn 

IS.Sbn 

I7.99bn 

20 .6bn 

23.l2bn 

2S.64bn 

License Fee 8bn - 

8 bn 

8 bn 

t6fan 

I6bn 

I6bn 

I6bn 

I6bn 

X 39,2lbn . 

43.33bn 

48.l8bn 

ai.TObn 

68.44bn 

76.22bn 

84.38bn 

93.43bn 


Earaings before Tax (EBT) Yean 1 to 7 

< 



Year 1 

2 

3 

4 

5 

6 

7 

Revenue 

600mn 

S.24bn 

I2.l4bn 

20 bn 

29.04hn 

33.4bn 

3K.4bn 

Expendihue 

4.66bn 

8.46bn 

I3.68bn 

I9.3lbn 

25.43bn 

32.24bn 

35.6bn 

EBT 

4.06bn 

-.3.22bn 

- I.S4bn 

4690001 

•f3.59bn 

-fl.tObn 

4 2.8bn 


Earnings before Tax (EBT) 

- Years S to IS 



8 

9 

to 

II 

12 

13 

14 

IS 

Revenue 44bn 

S0.6bn 

S8.6bn 

67.2bn 

77.2bD 

89.2bit at02.4bn 

Il7.6bn 

Expenditure 39.21bn 

43.33bn 

48.l8bn 

61.7bn 

68.44bn 

76.22bn 

g4.38bn 

93.43bn 

EBT +4.79ba 

+7.27bn 

+I0.42bn 

+3.Sbn 

-l■8.76bn 

4l2.98bn -I-I8.(i2bn424.l7bn 
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Forest villages in Assam 

Continued Ghetlolsation 

Chandra Jyoti Sonowal 

In spite of the centre’s directive to regularise them as revenue 
villages, forest villages continue to be exploited by the forest 
department, depriving their inhabitants of basic welfare services. 


THE lymbiotic iclationship between tribal 
societies and forest has been revealed in 
almost all the studies conducted amuhg the 
tribal groups. The traditional tribal practice 
of utilising the forest resources was a two- 
way process. The forest dwellers created a 
culture where forests were treated as a 
renewable means of subsistence. Besides the 
forest dwellers, who are largely tribal 
[Fernandes 1988] and inevitably d^ndent 
on the forest for their livelihorxl, numerous 
other Indian tribes practising settled 
cultivation too depend on forest for food 
collection. Tribals utilise forest as a source 
of food, raw materials forhousing, medicinal 
plants, fuel wood, fodder, economically 
viable minor forest products. Forest is also 
used for recreational purposes. One of the 
most prominent u.scs of forest land by the 
tribals is the practice of shifting cultivation. 
Fernandes (1990) informs at least 25 per cent 
of the tribals practise shifting cultivation in 
India. Shifting cultivation is usually 
complemented by extensive food collection 
from the forests. Moreover, there is a strong 
tie between the social system of the tribals 
and the forests. The tribal culture pnMccis 
and regenerates the surrounding forests by 
means of their traditional socio-cultural 
processes like imposing taboo, planting 
certain voneties of plants, etc. Thus, the 
traditional practices of ihc tribal forest 
dwellers are constructive towards forest 
management. However, the admini.strainrs' 
view is somewhat different. The report of 
the National C'ommission on Agriculture 
(1976) holds the tribals responsible fur 
destruction of forest. 

Though India has a rich tradition of forest 
management, the present forest policies are, 
by and large, based on the command law of 
the stale which was introduced by the British 
ignoring the castomary rights of different 
forest dwelling communities and the 
corporate ownership over forest land [Roy 
Burman 1993], The tribal interest was made 
subservient to the ‘national* interest in pre- 
independent as well as post-independent 
government development policies. 

FoaesT Villaccs 

The creation of forest villages was a part 
of forest maruigement in the early part of the 
present century. The forest department (FD) 
had to mea the required demand of raw 
materials for railway expansimt and bod to 
raiseaievenue tosuppoil Ihc British inqierial 
overnmem. Moreover, the PD had to make 


itself a self-supporting department. For this, 
the exploitation of forest resources required 
a regular supply of labour. In the beginning 
this need was met through the introduction 
of'taungiya’ system as was earlier practised 
in Burma and Malaysia. This system involved 
the engagement of outside labouren and 
granting of cultivable rights over patches of 
forestscleared incoupes throughclearfelling 
for three to four years. As new plantations 
were taken up on these coupes the labourers 
were shifted to new clear felled coupes. The 
migrant labourers were treated as serfs by 
Ihc government as they were forced to render 
free service for specific days earmarked in 
a year, though later they were provided 
homesteads and one hector of land in lieu 
of their services to the FD. These settlements 
came to be known a.s ‘forest villages'. Thus, 
'forest vi liages’ do not mean villages located 
in the forest, but colonies of coolies 
established by the FD for assured supply of 
labour|Sinha 1987]. According to the report 
of Ihecommiltccon forestry programmes for 
alleviation of poverty, GOI (1984), there are 
5,000 forest villages in India inhabited by 
two lakh scheduled tribe families, untouched 
by the planning process. 

Initially, the residents of forest villages 
were permitted to construct temporary huLs 
and also raise few food crops to supplement 
their earnings. The land thusuiilis^. legally 
continues to remain ‘reserved’ forest, and 
the villages were expected to be shifted 
when there was no forest work. There are 
also evidences from Madhya Pradesh and 
Gujarat {Prasad and Jahagird^ l993]lu$how 
that some revenue villages were Iransferred 
to Ihc FD to form forest vil lages. Such forest 
villages are technically known as 'revenue 
forest villages'. In a forest village the tnbals 
do not have right to the land they cultivate 
Imponanlly.evmin 'revenue forest villagc.s'. 
people lose their rights over the lands the 
moment they arc handed over to the FD for 
administration. In other words, all land of 
such villages is treated as goverament land. 

With the enforcement of the constitution, 
'begar' and other forms of forced laNiur 
stood prohibited and punishable in 
accordance with the law. But begar system 
continues in many pockets of the country 
(e g, lower Assam). Likewise, though this 
system was declared unconstitutional in a 
government resolution circulated by the 
ministry of forest and environment m 1990, 
the forest villages still find a place in the 
new forest policy. Nevertheless, theminisiry 


C.l, „ Jlv( ..w* 11-,^ ed-l-kltkx it 

dated March 23,1984) advised the stale to 
confer long-term heritable but inalienable 
right to land to tribals of the forest villages. 
But its implementation was uneven, and 
never done in the existing ‘taungiyas’. 

FoKbST VnxAOES m DiaauoAhH 

In response to the recommendation of the 
milusity of agricuIture in 1984, several forest 
villages were converted to revenue villages 
in the states of Maharashtra, Madhya Piad^ 
Gujarat and Bihar. But the situation in Assam 
and Orissa remained unchanged. 

A number of developmental programmes 
have been said to be introduced in forest 
villages on the suggestions of the committee 
of forestry programmes for allevialitm of 
poverty (1984) and also Ihc ministry of 
environment and forest, GOI (1990). But 
studies of several social scientists Find no 
satisfactory evidence to corroborate this. 
Assam is a forest rich area with nearly 40 
per cent of iu geographical area covered 
with forest, of which 56 per cent is reserved 
forest (NEC Report, 1992). But no systematic 
study has so far been done on forest villages 
in Assam. Hence, this article atkbesses some 
basic problems in the forest villages in 
Oibrugarh disirret of Upper Assam. 

Historically, the Dibrugarh region 
belonged to tribal communities like the 
Sonowal Kacharis and the Mishings, who 
disliked associating with the FD and 
rendering labour to them. The government 
adopted a strategic move by bringing in the 
flood-affected people most of whom were 
dwelling nearby. Almost in all cases the 
forest villages were established under the 
rehabilitation programme for the (lood- 
affecicd people by the devastating earth¬ 
quake in Assam ir 1950. Basically, the 
allotted land were abandoned coupes after 
clear fel li ng and extracting the valuable trees 
by Ihe FD dunng the colonial period. The 
department needed labour lo regenerate the 
forest and the rehabilitation programme 
served the department in two ways. The 
newly settled forest villagers worked On new 
plantai ions, and also cleared trees and shrubs 
for the FD. 

The department laid down some Icniu and 
conditions fo: the forest villagers, by and 
large similar to the rules prevalent in other 
forest villages of the count^. The deportmerx 
alloiicd lObighasofculmrablelandtoeacfa 
of the families and two to five bighas of land 
as homestead and garden plot (Table 1). 
Though most of the forest villages in 
Dibrugarh were established only after 1950, 
the FD followed the rules laid down by the 
colonial government. In the existing 
tmmgiyas die people were rectuiled from 
different areas or nearby villages to work 
plantations, forest protectron, nuneiy. etc. 
and th^ were allotted three bighas of land 
per individual to raise crops of their own on 
strictly lemporaiy basis. No legal righn were 
providedfotliein. l3eopleftDmneaff^ viUagea 
availed of this opportunity to m ppla n em 
their crop output. But later, ih^ settled 
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pennaoently, thiftiiig thdr fionitiet /ram 
theiritipectiveiMraiivlIlagnionew villig», 
(aimgiya* whi^ lacked even the itatui of 
a foKtt village. Thua, they are unable to aval I 
of any development activity from the pan- 
chayat or the revenue depattment or the 
forest department. In couneof time they culti- 
vtfed land more than what was given by the 
PD but the huter does not have any record of 
the amount of encroached land and also of 
the number of families inhabiting the taungiyas. 

Forced labour system: The situation in the 
forest villages was slightly different. After 
estabi ishment of the forest villages the aettlen 
had to render compulsory begar which was 
fixed as minimum five days per adult member 
per year. The forest officiails had the power 
and authority to increase the minimum days 
of free labour according to their own whims 
(sec Table 2). There are instances of giving 
incenti ves to theforest villagers for rendering 
free labour on the plea of allotting more land 
in return. Presently, the forest villagers have 
stopped rendering free labour to the forest 
departmenL But the system has not been 
abolishedfrom the departmental procedures. 
The forest officers still maintain the book 
to monitor the free labour due by the forest 
villagers. It has been reported that the forest 
villagers slopped rendering begar to the FD 
by 19Wand in someplaces paid extra revenue 
for the same. But there is no official order 


to stop the begar lyitem tt ndv Then it 
aho evidence tiwi die forest guardi and Ibe 
beat offlceiB often cheated forest villagers 
by taking money and other materials from 
them for the assurance of exempting them 
ffom begar. Tne FD officials say that they 
have not taken up any new plantation scheme 
for last one decade and hertce are not in need 
of labour from the forest villagen. But they 
still expect that their labour can be utilised 
in future plans. 

Village adminisiruiioa : The administration 
of the forest villages is basically in the hand 
of the PD. At the village level there are 
village heads recruited by the PD. There'are 
no norms set for the selection of the headman. 
Usually, a thrifty person having good 
relations with the forest officials is selected 
by the FD. In the past the headman was 
exempted from providing begar and 
rendering other physical labour and by rule 
he was entitled to get 25 bighas of land. But 
in practice no headman could get the same. 
He nevergets any salary like the ‘gaon burha’ 
of the revenue villages under SDOs. The 
duty of the headman is to act as a middleman 
between the forest officials and the villagers. 
He has to inform the beat officers of the 
problems in the village. Any dispute that 
arises in the village has to be immediately 
referred to the beat officer arid then to the 
range officer. The police caiuiot directly 


Tails I: Land Allotment Pattesn in tne Kwest Villaoes in Dibruuarh Distwct by the 
Forest Department 

(tn Bighas) 


Forest Reserved Name of Villages No of Homestead Cultivable Total 

Range Forest Families Land Land 


Dibrugath Dihingmukh Barogharia Miri 

12 

24 

120 

144 

Nepali forest 

31 

156 

790 

946 

Mahanmi forest village 

6 

27 

140 

167 

Faraligun forest village 

26 

122 

660 

782 

Modhupur Deori forest 

55 

275 

803 

1078 

Tbekein Pukhuri Miri 

33 

165 

920 

1085 

Tiuukia forest village 

28 

1.30 

800 

9.30 

Jokai Jokai Kumar Coon 

31 

61 

30.3 

.364 

Jokai Kachari Caoo 

20 

40 

200 

240 

36 gharia Kaibaitu Gaon 

.36 

70 

.358 

428 

27 gharia Kaibartla Gaon 

28 

54 

278 

.332 

9 gharia Kaibartla Gaon 

9 

18 

90 

108 

Borfaam Tangiya 

20 

- 

- 


Telpani No 1 Telpani Bon Goon 

14 

70 

140 

210 

No 2 Telpani Bon Gaon 

24 

48 

240 

288 

No 3 Telpani Bon Goon 

13 

26 

260 

286 

Moran Namdong Joriguri forest village 

17 

85 

160 

245 

Kuchbim forest village 

18 

90 

180 

270 

Bhogalipathar forest 

22 

no 

220 

330 

Marbam forest village 

22 

no 

220 

3.30 

Ekorbil forest village 

13 

65 

1.30 

195 

Boftiola forest village 

9 

45 

90 

135 

Paadhua forest village 

16 

80 

160 

240 

Natun Bharali forest 

22 

00 

220 

220 

Bhaialibari Tangiya 

15 

- 



Hatigaih Nepali Tangiya 

12 

- 



Meshlow Bharali Tangiya 

17 

- 



Balijan Tangiya 

34 

- 



Jaipur Pinichukia Panichukia forest village 

23 

115 

230 

345 

Total 29* 

626 

1.986 

7,712 

9.698 


Nates: * Telpani forest village was lecotded as a single village in official record. But in the year 
19g I this village was washed out by flood of the Burhidiliing. The people were lehabiliiaied 
in three different adjacent places under forest Ap artme nt land and Unis unofficially known 
as dace di/hrem villages aloiig with three different inhabiiant commiinities. 

** Land alloUDent excludes the Taungiyas which are explained. 


iatetwiK 

Eduaiilm: Tbp fomat vHlaggR bw 
basically under the Juriwiictioii of PD. the 
panchayat has no t<^ In. them. The onus of 
all the dvic amenftiea therefore Uea on the 
FD. But it is appalling that the FD haidly 
takes any note of this and the setdementt 
have thus retnained in extremely primitive 
state. This becomes apparent from the fact 
that there is not a aingle school In the 27 
forest villages eatabllth^ by the FD. nor has 
it given granu for maintenance. Though, a 
lower primary school was estaUiihed in 
Medela forest beat in Dihingmukh reserved 
forest, it was destroyed in due course of time 
due to the negligence of the PD. One of the 
major problems in establishing a school or 
any other public uminary is the refusal of 
the FD to allot land for thw purposes. The 
forest villagers are unable to gm land for 
school from the department. Thus, the 
primary schools whicharerunningai present 
are on private lands. There are, however, 
instances of the forest villagers stealthily 
tunning schools in their settlements. Mention 
may be made of Telpani and Joriguri forest 
villages where the people have estdtlished 
secondary schools in their rettlements with 
funds accrued from the government by falsely 


Table 2: Free Labour (Begar) Dus bt the 
Forest Villaoem to the Forest Debartment as 
Recorogo ur to the Tear 1995 

Village 

Bhogalipathar Forest 

Jokai Kumar Gaon 

Village under 

under Jokai R/F 

Namdong R/F 



Household 

Balance 

Household Baiance 

No as 

Fit* 

No as 

Free 

Recorded 

Labour 

Recoided 

Labour 

Officially 

(in Days) 

Officially (in Days) 

1 

IIS 

1 

00 

2 

152 

2 

00 

3 

202 

3 

147 

4 

167 

4 

75 

5 

125 

5 

365 

6 

20.3 

6 

83 

7 

138 

7 

430 

8 

129 

8 

64 

9 

222 

9 

340 

10 

138 

10 

.339 

II 

188 

II 

241 

12 

168 

12 

317 

13 

244 

13 

323 

14 

130 

14 

80 

15 

255 

15 

77 

16 

121 

16 

71 

17 

1.30 

17 

IIS 

18 

160 

18 

200 

19 

2.34 

19 

430 

20 

144 

20 

268 

2( 

144 

21 

296 

22 

1.30 

22 

225 



23 

115 



24 

85 



25 

165 



26 

2.32 



27 

75 



28 

174 



29 

208 



30 

451 



31 

80 
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Hoitlil ifcoif loMliont on icvoiiw land*. 
f/eabh-canficfUtter, The PD doea not 
>vide healdt can raciUtiea to the fonit 
lapn. There i t only one health Hilxentre 
Medela foreat beat establiihed by the 
blic health de|uitinent, that too throup 
sgular dwnnela. The health woricen, in 
Ht of the caies, cannot reach the forest 
lages as the FD declines togive permission 
carry such services within the forest 
isdiction. 

Wtifare meaturer. As a rule the develop- 
nt projects which are meant for the forest 
lagmmustbeapprovedbytheforestdeput- 
siL This is one of the reasons why the 
DP’s projects are also excluding the tribal 
lages in the forest areas. Moreimportamly, 
ise villages are excluded from the Juris- 
lion of the gram paiKhayat. and as a 
|uel, from the national development plans. 
cFD installed a few pucca wells in several 
lages during their es^lishment. But since 
SI there is hardly any evidence of granting 
id pumps, maintenanceof ponds and other 
lie necessities to the forest villagers. Long 
) the FD did distribute a few items like 
idloom machines, be-hiveboxes, and silk 
^MNis to a few families, but most of these 
ived useless due to their poor quality, 
n recent years, however, some develop- 
ntal work has been initialed. Roads were 
nstrucied under NREP scheme, soil 
iservation schemes were introduced, and 
then bunds and embankments were 


co irt i ni icted in a few villages by the PD. 

On the odier hand, people have no scope 
to mereaae their cultivable land so as to meet 
the needs of their growing population. As 
the ownership of li^ is vestnl in the hands 
of the PD. the people cannot tnortpge it to 
get any loan from financial institutions and 
banks. Thus, opportunities offered by the 
government for economic development 
cannot be availed by the forest villagers. In 
Telpani forest villagethecconomiccondition 
of the villagen is piUhelic as their cultividile 
lands were swept by the Burhidihing river 
in 1980 and the villagers have not been 
compensated by any alternative land. The 
revenue defurtinent takes no interest in the 
forest villages as they fell under the 
Jurisdiction of the PD. In the Dihingmukh 
reserved forest where several forest villages 
are situated at the j unciicm of three bi g ri vers, 
namely, the Brahmaputra, the Burhidihing 
and the Sessa, there is no embankment since 
the FD refused permissiaa to the flood control 
authorities for construction, arguing that this 
would violate the 1980 Forest Conservation 
Act. This has created a serious problem for 
the forest villagers as the flood waters directly 
enter their unprotected villages. As a result 
there is huge crop damage with their granaries 
remaining empty almost throughout the year. 

The foregoing delineation is a part picture 
ofthcmiserabicsituationof the forest villages 
in Assam which have gone completely 
unnoticed, not only by the social scientists 


but also by the dcv el opwcnt wwlccn aad 
politiciaiis. Even the diignntfed ymidi who 
have taken recourse to armed stniggle in 
Assam have failed to provide any ledresaal. 
The situatirm is all the more intriguiog at 
to how the system of forest village can persist 
in Assam when the centre long back took 
a decision to regularise the forest villages 
as revenue villages. When the nation is 
heading toward tire 21 st century with a hope 
of belter life, the people in forest vitla^ 
of Assam arc still floundering in 
unimaginably pathetic condidans. 
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KARNATAKA 

State Protection for Dalits 

Ambrose Pioto 


The recent events in Chitamani taluk is evidence of the confusion in 
people’s minds about where the sympathies of the state lie. The police 
force was attacked by both the dalits who needed police protection 
for going ahead with Ambedkar Jayanti celebrations, and the 
vokkaligas who in fact had called for police intervention to prevent 
the celebrations from taking place. 


WITH the strong vokkaliga and lingayat 
lobby ruling Karnataka, the state was not 
known for its strong measures in pro¬ 
tecting the dalits. In all the recent atrocities 
against the dalits the state has always 
sided with the dominant i'omnuinilie.s. The 
September I event where three policemen 
were lynched to death and 15 injured by a 
rioting vokkaliga ntob at Billadlahalli 
village under Kenchanahalli police limits 
in Chitamani taluk of Kolar district about 
60 km away from Bangalore was a 
departure. 

The incident that provoked vokloiliga 
anger was the celebration of Ambedkar 
Jayanti hy the dalit group of the village 
with the assistance of the dalit sangarshan 
umithi (DSS). Chitamani is known for its 
communal tension. The vokkaliga comunity 
has been rising up against the dalits at the 
slightest provocation. The majority land 
owning vokkaliga community has strongly 
opposed all activities of the dalit sangarshan 
samithi specially in the area of providing 
awareness and conscientising the dalits on 
their identity. The celehralion of Ambedkar 
Jayanthi on September 1. 1997 on a large 
sc^e led by the DSS was meant to awaken 
thedalits to theirrights against theoppression 
of the dominant groups in the area and to 
unite all the dalits of the district into a 
movement. 

The DSS leader of the area ts Shivanna 
who had unsuccessfully contested the 
previous assembly election from the area on 
the Bahujan Samaj Patty ticket. To the 
vokkaligas, Shivanna is a threat. Through 
various activities among the dalits the 
vokkaligas hold that Shivanna is extending 
his influence in the area to further his 
political goals. There are two reasons for 
the vokkaliga violetKC on the police. The 
dalits coming together is a threat to the 
landowning vokkaliga community in 
Chiiaituini. TUI now ntost of these landlords 
have been paying meagre salaries and 
exploitingdaJit labour. Chitamani according 
to a recem NGO study has over 360 bonded 
labourers. Any awaking of the dalit group 
would be economically counter-productive 


to the vokkaligas who have amassed wealth 
at the expense of the cheap labour of the 
dalits. Besides in recent years the 
vokkaligas have bought ‘panchama' (land 
that cannot be sold) from dalits at cheap 
price. Most of these small portions of 
land were mortgaged by the dalits when 
they borrowed money from landlords. 
When they could not return the money, 
the land was taken away. A dalit movement, 
the vukkaliga-reddy lobby is afraid, may 
claim all such land annexed by the dominant 
caste. 

Politically too a united political dalit 
group would prove a threat to the fragmen¬ 
ted vokkaliga sections. At every election 
both the groups have been voting in a 
fragmented manner. With around 30 per 
cent of SCs inihe area the vokkaligas fear 
is that the dalit coming together can upset 
the vokkaliga might and in the process 
undermine the economic strength of the 
community. Political power in the hands of 
the dalit representative would have con¬ 
sequences. Whether it is an objective 
analysis is not central to the event. But the 
tear among the vokkaligas is real. They 
have been witnessing the coming together 
of dalit^ for different metas, conferences, 
sanghas and protests all over the stale and 
ciHintry in recent months and year.s. Any 
attempt to unite the dalits beyond the 
villages into a movement is considered a 
challenge to the vokkaliga hegemony. It is 
the attempt to organise the dalits beyond 
their clu.stcrs and villages into a movement 
of the district and state that had threatened 
the powerful vokkaliga lobby. Tbe DS.S 
had planned the event three weeks in ad¬ 
vance and had invited dalits from neigh¬ 
bouring villages of Oblapura and 
Ankalmodgu. The pamphlets were distri¬ 
buted for the meeting days in advance and 
according to the DSS police permission had 
been obtained. 

What the vokkaliga leaders of Chitamani 
resented was that the meeting was organised 
without their consent. Given tlirir numoical 
strength and economic power, they would 
like to set the agenda for any meeting of the 


dalits oftheirtahik.Tbetahikh«ia|) 0 |Mltfifln 
of2,35,000according to the Cemui of 1991. 
Literacy is bdow 40 per cent. There are 
hardly any SCs educated beyond the primary 
school, liie group as a wh^ had not chal¬ 
lenged the vokkaliga hegemony os to oiganise 
themselves by bringing people of their 
community from the neighbouring clusters. 
It is for the Hist time that dalits at a 'collective' 
were getting united. The fear of the dalit 
power was responsible for violence on the 
police. 

Otherwise why should the celebration 
of Ambedkar Jayanthi in a remote village 
provoke such violence? To prevent the 
celebration the vokkaliga leadership had 
submitted a memorandum to the circle 
inspector of police. The inspector accor¬ 
ding to sources had urged the DSS and the 
villages not to go ahead with the celebra¬ 
tions. X^ot sure whether the dalits would 
comply with the inspector the vokkaligas 
cordoned oft the village by placing boulders 
on the periphery to prevent the entry of 
the police and the DSS activists from 
outside. When 10 policemen arrived in 
two vans, the villagers beat them up and set 
the van on fire. When attempts were made 
to remove the boulders and clear the path, 
the vokkaligas. around 1.000 pelted stones 
and set ablaze the police vehicles. The 
police force proved too small for the 
attacking group. The police resorted to a 
lathi-chargc and burst tear gas shells. The 
mob became mure ugitated, lynched three 
policemen and injured IS of thm. When the 
police opened rite, a villager was killed. 

The attack on the part of the vokkaligas 
was a well planned one. The vokkaliga mob 
was well equipped with weapons like 
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wdl .eq»^M»Bd with w«apai» Kke 
Gfw|i|Mn. knivM. clubs, rods, explosive 
nwteM used for hand bombs, cycle chains, 
chilly powder and onions (to nmundisc the 
eflca^ tear gas). The police hanUy had any 
inkling of this. 

Did the police come to protect the dalits? 
There are more than two explanations. The 
dalits still bdieves that the police have not 
been very friendly towards them. The police 
had come to tee that the function was either 
not conducted or carried on in a low 
profile. The police are considered as agents 
of the vokkaligat. Since the vokkaligas 
perceived them as persons coming to the 
rescue of dalits, the violence mutt have 
erupted. All these years vokkaligas have 
been oMe to use the dalits for their economic 
gain and suffer no retaliation. In their 
understanding, violence oh the police too 
would in the long run be beneficial for their 
cause. The police however were not prepared 
for such violence in a big scale. The general 
impression is th« if the police had known 
of the preparation made by the vokkaligas 
to crush the police power, they would have 
prepared themselves belter to meet the 
vddcaliga might. 

Once attacked by the vokkaligas, the police 
became defensive. Tear gas, lathi-charge 
and shooting were meara to control the 
vokkaliga crowd. The vokkaligas could not 
be easily tamed. In their understanding the 
daliu are pampered both by the stale and 
society. Any prucction to them is perceived 
as an action against them. To further check 

KERALA 


THIS year the south-west monsoon reached 
Kerala slightly than usual, ie, by the 
end of June. The pecularity of the rainfall 
pattern was that h»vy rains occurred in the 
coastal and cemral parts of Kerala. A record 
of 26 cm rainfall in 24 hours in Badagava 
in Kozhikode di^rict, a coastal area, where 
acute water shortage occurs during summer. 
This is just an example. The catchment areas 
of reservoirs especially Idukki, Sabatgivi 
hydd projecu in M higher altitude areas of 
western ghat in Id ukkl and Koiiayam districts 
received little rain during that period. But 
when the rain started in the upper area, 
laiidalides.occurred in Idukki, Koitayam 
and Patharanthillsdisuictsaiseveralplaces. 
lUt is becoming a regular phenomenon 
during the past five to six yean. 


the simkeaiiig and coosciousneu among the 
dalits, the vokkaligas wanted the polite on 
their side. I^Brhaps, the police were sym¬ 
pathetic to the vokkaliga cause which the 
vokkaligas did not peicdve. They were pre¬ 
pared to battle against the police if the police 
provided any type of protection to dalits. 

A day alter the killing of the three police¬ 
men the stieets of Biliandahalli village 
remaineddeserted-Theentire vokkaliga male 
population hod crossed over to the neigh¬ 
bouring Andhra Pradesh to escape atieit by 
policemen. There were not too many daiil 
male memben^in the village t<x>. A section 
of them had deserted the village even prior 
to the incident because the vokkaligas wBiaed 
the dalits to fight against the dalits from 
around the area. The dalits did not oblige. 
The fear of retaliation from vokkaligas had 
made specially those working as labourers 
under the landiords to flee the area. Five day s 
later when the men who had been involved 
in the plaiuting aixJ executioii of violence 
had returned, the police arrested 1S of them. 
The investigations arc on. Given the 
vokkaliga tilt ofthe present state government 
it is likely after the initial furore nothing 
much will happen. The police miglx settle 
private scores with individuals who have 
been responsible for the violence. Th^hieat 
to dalit lives will not be any lessened. The 
dalits are afnud that the vokkaligas who have 
challenged the might of the state would find 
it easier to challenge their own movemem. 
And yet at this lime they remain united 
though afraid. 


Many people observe that the landslides 
are heavy in the rubber cultivated sloppy 
lands in the mountain range of these districts. 
Deforestation and land use pattern acedented 
the problem. It may be noted that the 
landslldet were not reported from the forest 
area of the western ghat but in the agricultural 
lands in the hills of these districts. 

The scientists from the Centre for Earth 
Science Studies (CESS) reported after asiudy 
of the affected areas, that Meenachil and 
Manimala river basins are most vulnerable 
to landslides and that the land use pattern 
should be changed in many patu ofthe river 
basin. It may be wonhvi^ile to note that 
landslides have been more frei)uenl with the 
increase in the cultivation ot monoctiliwe 
cropa like rubber. The heavy rains in the 


I 

monsoon crop cuMvalion arem can't hold the 
heavy water force and land and roefca get 
displaced. This type of landslide occurr^ 
inKaruvarakkiun<lu,iBMalappuramdistiict 
in north Kerala alio, where the land w 
pattern has changed to rubber cuitivatroa. 
Coiuour bunding and dndtuige ehannds 
caruKX accommoiiale the sudden and heavy 
downpours and the presiure on land and 
rocks increases. Even the Kochi-Madurat 
road got blocked chiring this landslide. Due 
to several reasons the rainfall pattern in the 
state is changing during the past six yean. 
The monsoon period is shorterred from 
three months to practically a month, but the 
rains are of high intensity during this period. 
The western ghM's cultivated land bond hat 
a thin top soil and beneath lie the granite 
rocks of different ages. Oice the soil U 
eroded water starts to penetrate the rocks, 
loosens the soil around ami displaces them. 
Illegal granite quarrying adjacent to the 
western ghat mounuins and the hills in central 
Kerala changed the topography of the area. 
Although recently the Kerala High Court 
banned the illegal quarrying activities, 
political parties are not helpiifg due to the 
labour unrest in these areas. But the sad part 
is that the ecological damage is causing 
heavy losses to smtdl fanotts and their 
properties acljaceiit to such quarry sitet. But 
thex landslides are seen by the gover nm eet 
as only a natural calamity and actkms ate. 
taken to meet the losses ocxwred dwing 
natural calamity. 

Natural and manmade or induced 
calamities need to be seen more dearly. 
CESS setemisu suggest that in areas wheic 
the slopes arc high, people should not be 
allowed to reside and cultivrte the land. But 
this issue has not been taken up seriously 
by the public. 

A similarsiturtionpievaib in Bhararandie 
river basin where the fear of earthquakes it 
causing sleepless nights for people in several 
paiKhayiis for the past many yean. The high 
coun has now racommended banniu| of 
sand miahig from the river. This creaihd a 
hue and cry in the poNiictd dicks and Itinor 
unions. The local panchayatsaiso comp l a i n 
that they ate losing huge amounts of revenue 
due to the ban. This is the scene in a sane 
like Kerala where l(X) per cent literacy 
prevails. 

The public does not as ycl rcoogiiiae the 
real impact of rainfdU and the changing awl 
ecologicaliy unsound land use patterns and 
deforestatioiL Politicians and the public 
complain that the centre is ncgl e cliin Iheae 
notu^ calamities and sufficient fund is not 
atloned for rehabititattan. But how long can 
the pcopicof Kerala, withafitagilceco a yai c ai 
with sloppy mountains of western ghats am 
the east ^ di sap pear in g wet lands in the 
west, face and survive the monaoona and 
flash floods and landslides? 


Landslides in a Fragiie Ecosystem 

S UnnikrMtnnn 


Landslides in Kerala, increasingly frequent now, are a symptom of 
the breaking up ofthe region’s fragile ecosystem. 
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LEBANON 

There Is Life after Death 

Nigd Harris 


The 1960s were the time of liberation, the Beatles and Carnaby Street 
- and golden Beirut. But the long dark night that followed turned 
Lebanon into every country's nightmare. Yet astonishingly, life 
returns, apparently unmarked. What does the future hold for Lebanon 
trapped between the samurai to the south and the east, two outside 
players with troops to back their words, Israel and Syria, and a 
persisting boom as embodied in the tight labour market? 


Tbai intolenincc of socisl frmioin which is 
natural to absolutisni is sure to find a 
conective in the national diversities which 
no other force could so efficiently provide. 
The coexistence of several nations under the 
same state is a teat as well as the best security 
of its freedoms (Lord Acton 1862). 

BUT. Lord Acton, is it true? it was not in 
the Soviet Union nor in Yugoslavia. And in 
India? And in tiny Lebanon, with a population 
scarcely a quarter of that of the Calcutta 
Metropolitan District or Greater Bombay? 

Over IS years, the centre of Beirut - the 
old city and history, the central business 
distiict and money, the hotel quarter and the 
'inlematioiuil playground - was turned into 
horror, a nightmare. The heart of darkness 
was the ‘Green Line’, the old Damascus 
road, where the changing cast of militias 
fou^t to steal an inch of territory (or to stop 
losing an inch) or just to terrorise. It was 
green, incidentally, not from some derisive 
tribute to the environment, but because the 
neglected tarmac split and sprouted shrubs 
and grass; nature, as on Bikini Atoll after 
its successive atomic devastations, reasserted 
primacy over the desolation of men. 

And despite the current demolitions and 
reconstructions, desolate it still is, ghoulish, 
surreal: Berlin in I94S, Sarajevo in 1996. 
Guttered buiktiiigs command the heights, 
eyeless and roofless, splattered with 
t^sands of bullet boles like smallpox, or 
great gaping wounds, limbs shornoff. Naked 
waHs stand alone amid the rubble like 
crumbling monuments, commemorating a 
past few now remember (most Lebanese 
were born trx) late to have memories of the 
golden 1960s) - except that there*are no 
signs of real life in archaeological sites. 
Here, the pretty wallpaper flapping, naked 
to the air. testifies to someone’s cherished 
sitting room; the inner stairs wave slowly 
in (he wind; half a balcony hangs, defying 
gravity. In some empty windows, a dusty 
curtain orpoited plant shows where squatten 
still try to survive. 

The 1960s were (he time of liberation, the 
Beatles and Carnaby Street - and golden 


Beirut supposedly an island of wealthy 
hedonism and freedom amid the stern and 
austere dictatorships of west Asia. Indeed, 
without the wars that followed 1974, Lebanon 
by now would be another Singapore to prove 
that growth and development are not a 
Confucian monopoly. But the longdark night 
which followed turned Lebanon into every 
country’s nightmare, a legend to frighten all. 
The wars had no point and no logical end 
-o.'i Samir Khalaf, the distinguished Lebanese 
sociologist puts it; 

the horrors spawned by war are particularly 
galling in the case of Lebanon bwause they 
are not anchored in any recognisable or 
coherent set of causes nor have they resolved 
the issues which sparked the i nilial hostilities. 
It is in this poignant sense that the war has 
been wasteful and futile, ugly and unfinished. 

* « « 

Yet, astonishingly, life returns, vigorous 
and apparently unmarked. The story is 
proudly told of the wealthy Maronite family 
which insisted on marrying its child in the 
ruined roofless basilica in the old city where 
by tradition the family always w^. The 
Rolls Royces and Mercedes parked amid the 
nibble, a vote of confidence that the slaughter 
was really ended. 

The economy expanded rapidly in the 
1990$. and vast programmes of infrastruc¬ 
ture construction, reconstruction and re¬ 
habilitation areunderway- the dust of brick, 
tione and mortar hangs over the empty spaces 
of the old city. And in demolition, vast 
archaeological treasures are beingdiscovered 
in the depths of the site. The power system, 
the roads, the telephones, the water supply 
are largely restored, even if not yet wholly 
reliable. 

The government which imploded in the 
wan, a bystander at auto-destruct, is back 
in business. The muitipliciiy of militias, part 
proio-governments, part-maria, and the 
economy and iniractsUe upciety that they 
enforced on all. have bem smothered by 
foreign military occupation. The leaders of 
many of the main factiora. the warlords. 


have domed auita and boooM Riiifliiii 
their‘rollin'abiorbed into the army. Butq 
government is directed by a group 
outsiders, businessmen iWrt wartonli, md 
the richest of them all, prime minister Rafl 
al-Hariri (who made Ida millions In Sata 
construction). The Hariri group, hit fbnn 
business staff, associates and fHends as w: 
as some sharp lechnoerms recruited froi 
international agencies and companies, hat 
sidestepped the entrenched interests of tl 
country to bully into place rapid recot 
siniction as the basis for economic growtl 
The symbol of it all was collapsing the righ 
of the owners of land in the old city im 
shareholdings in the private devetopmei 
corporation, Solidere (where Hariri is tl: 
largest shareholder). The govemment hr 
embodied hs hopes in a plan. Horizon 200' 
proposing a puUic investment programir 
of S 17.7 billion. 

In the first years, the government seeme 
very successful - and real per capita incoir 
increased from under $ 1.000 in 1990 to 
2,700 five yean later (between 1975 an 
1990, per capita Income is said to has 
declined by iwo-thirds). The currency w: 
managed to ensure a stable Lebanese pouiM 
inflaliim driven down from hyper to norm 
le vel s. and dollarisation of the economy (f 
per cent in 1987) reduced to about 57 pt 
cent. But, the critics say, it was all don 
through domestic and foreign borrowin 
(with convenibility, there is little practio 
difference). The fiscal deficit is running i 
18 per cem of gross domestic product, an 
servicing the debt takes nearly a third r 
government revenue. On the trade accoun 
massive imports are needed to expand th 
economy, and the trade deficit ($ 6.4 billta 
pounds in 1996) is covered by an extn 
ordinary capital inflow some put as high t 
S 8.5 billion (to cover both the trade defle 
and the remittance payments of the couiMry' 
large foreign labour force). However, pa 
of (he i nfk) w has been short-term speculatis 
funds rather than long-term investmetU, an 
there are worries that the economy i 
vulnerable to capital flight If the cudcnc 
becomes unstable - shades of Mexico in lai 
1994 or Thailand, Malaysia and Indonesi 
this year. 

As a result, ‘sound money’ has to be 
cefitral aim of the govemment, and thi 
critics say. is now driving the economy ini 
recession. Hariri could reply that economi 
strategies arc always gambles, and be hi 
gambled on restored infraatnicture restorin 
economic growth, even if in the sboit-len 
there is a downturn. And it is true thi 
infrastructure has been leatorad - the eniii 
country is laced with cxcdlenily surface 
roads (but with few road nNutings, mfli 
lights or signs - vehicles slide lenlaiivcl 
across juncrions). Tdephoaet. eipeeiall 
mabile,areevefywhere(but Beirut appeicnil 
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bM to telepitMib dinetory). Aod Lebuton 
' dreidy produce* a rich country’* gartuge 
with very poor diipotal facilltie* - hence 
KMiw of the moR beautiful motuiUin ridges 
are rile* forimokingdump*,aiid the beaches 
are hideously scarred (a recent voluntary 
campaign to clean up the seafront had no 
signincam result*)^ 

Mote goierally, recession or not, the 
. country seems very prospeious. especially 
so after the long period of wan. Cars pack 
the streets and traffic jams are becoming 
Bangkok d ass. There has been an heroic and 
extraordinary national private building 
boom, and hmice the proliferation through¬ 
out much of the mountains and coast of 
half-finished unoccupied Dallas-style 
mansions, monsters with lowers, clahoratr 
bakonies, domes and battlements, set in 
isolated acres. They say many are the result 
of remittances from Lebanon’s worldwide 
diaspors. but especially from those who fled 
to West Africa and the Gulf during the wars 
and made good. In the cities, the shops and 
markets are full of goods and buyers. Even 
in the poor south or Bdnit'ssoulh^ suburbs, 
Lebaiion seems to be already a middle income 
country, and there is little of the concentrated 
poverty of, say. Egypt or India. The poorest 
are begins from the Syrian desert living 
in encamptnenu of ragged tents in the west 
of the country along the Syrian border (the 
Beka’a valley). 

Imprewions- and anecdotes- have to fill 
some of the gaps, because the restoration of 
Lebanon's statistical services is still farfrom 
complete. While the ofTicial economy may 
be drooping, the unofficial may be still 
expanding vigorously. 

* • * 

The critics fasten on the more gloomy 
official figures - the growing debt-serviang 
burden, the declining rate of growth - to 
argue that Hariri's gamble lus failed. The 
restoration of physical infrastructure has not 
restoiedeconomic growth, and now the rising 
level of debt threatens bankruptcy. The left 
adds that the gamble was typical of the old 
irresponsible free etuerprise tradition of the 
Lebanese ettaMishmem, sacriHcing social 
rehabilitation to help the poor with infra¬ 
structure to suppoTHhe profits of the already 
rich, producing steadily greater income 
inerpiality. Soiik go furtliR, saying Lebanon 
is another example of ‘nomenklatura 
capitalism' where, by the alchemy of public- 
private collaboration, public losses are 
convcried into private profits. At the heart 
of the process seethe corporations, companies 
and bsnksof the Hariri group- indeed, some 
see Lebanon as now just another private 
Hdnidlaiy of the group - his managers direct 
the prognunmes of the public sector, hit 
compan i es are the main private subcontrac- 
ton. h is a kind of Venetian oligarchy or. 


like the Marcos' niilippines, ‘croney 
capitslUm'. 

It is u» early to judge the programme. 
Even if the graver aliegatioas are true, it it 
not a zero sum game - Hariri profiu may 
also lift Lebanon iitto growth. And if there 
iigiowth.ofricialor unofficial, with sustained 
speed, nuuiy of the charges will seem lest 
urgent. 

Civil Rights 

More subslamial are the criticisms of the 
government’s heavy-handed style on civil 
rights iasucs.TheRisabanondcinon$ualions 
and strikes. The government turned out the 
army wheit the unions called a general strike 
in protest at declining living standards and 
a govemmeiu plan to purge the number of 
television (and radio) stations to four - of 
which three, by chance, were owned by the 
prime minister, the speaker of (he assembly 
and Ihe deputy prime minister’s brother (tlie 
fourth was owtied by Ihe government). The 
government supported - indeed, fomented 
-asplitinthetr^unicm federation to create 
a loyal group. It has postponed the local 
elections, scheduled for this year (the last 
local elections were held in 1903). This 
summer, when a leading Shi’itc cleric 
campaigned for more development funds for 
the poor - and Shi’ile - areas of the south, 
the government banned ‘inflammatory’ 
statements. 

Of course, Ihe government argues that 
exceptional security measures are merely 
prudent while the coumty is under effective 
Syrian military supervision; under Israeli 
military occupation (and that of its client, 
the South Ldiancse Army) in the south: 
while Israel frequently bombs or rockets 
targets in Ihe south and in (he Beka's valley: 
and in the melancholy light of the decade 
and a half of military anarchy and 
governmental collapse. But it is here that 
sonx; of the complexilies start to unravel. 

The orthodox account has it that Lebanon 
was lorn apart by its religious divisions - 
Maioniie auisiians (the largest Chnstian 
minority), the Shi'iles (the largest Muslim 
minority), the Sunnis. Greek Orthodox, 
Greek Catholics, the Diuzes. the Armenian 
Catholics, the Syrian Catholics and. they 
say, nine other confessional groups. In fact, 
it was mashed between, in the first instance. 
Israel and the Paleslimans, Ihe PLO. and in 
Ihe second. Israel and Syria. The centre 
between the two could not hold and 
disintegrated into shifting fragments, loosely 
but not essentially related to confessional 
aHegiances. 

Confesskmalism was the formal bruis for 
the operation of political power in wh« is 
now Lebanon bmh during the Ottoman 
Empire, in the constitution of 1926 aitd 
during the Ficnch Mrmdtte period which 
ended in 1943. As always such formal 


distributions cannal couuio llw changing 
propottiofu of populatioii in each group - 
so a powerful thane ins been the fdws of 
the Maronites that their foniul position was 
being undermined by the grosvth of the 
Shi'iles. Those feats have bkifkedthrholrling 
of a propa Census (the last was held in 1932) 
lest this reveal a ^sadrou* decliae in the 
Christian share of population. They have 
al so prevented and elcinentaiy justice for the 
Paleriinions (many of whom have been in 
Lebanon since 194g)andolfaeriby admisikM 
to Lebanese natkmality lest this upset the 
confessional shares. 

Inevitably, Lebanon in war fractured 
initially along confeuiomd lines. As it 
fracUir^, it became impossible for anyone 
born into one of the confessional groups to 
survive outside the group. It would be 
courting death to be born with a Muahm 
namebuiclaimtobe an atheist iaamonghold 
of the Maronites. Confessional ideality, aa 
Khalafpulsit, wasboth ‘emblemandatinmv'. 
And Ihe wars, to prove Ihe point, slaughtered 
62,000. with 83,(X}0 injured and between 
2.000 and 17.500 disappewed’ (out of a 
population of about three millioo); 7,90,000 
u«re forced to flee. The territories were 
confesskmally cleansed - in 197S, 55 per 
cent of the C3iristisnSli ved i n the south, now 
only 1 perceni:40percentofBeinitMuiliaM 
lived in the east, now 5 per cent. Yet broad 
confessionalbm wasoitly one Ihenie- Sfai’iie 
militiafoughteachotiier, and one ofibe moat 
terrible episodes of the war. just before 
hostilities ceased, was between two armed 
groups of Maronites. 

The potent crxktail of outside manipula- 
lion. arms and flnaiice, hungry polkidans 
(linked to old ruling fanuhe*. striving to 
protect tbemsdlves againsi sodal change), 
greedy mafias, arms and narcotic tmden. 
ambitious and embiitered clerics, and real 
social questions made issues dui had been 
resolvable for most of the yean since tlOO 
complaely uniesolvable. The domestic 
factions became compielcly unwiUiag to 
compromise when it seemed that an 
overwhelmingouuide fence would give them 
total victory over evciyone else (just as tire 
powcTof London makes die Northern irr l wni 
Protestants unwilling to c omptomise). bnel. 
theUS.andFtamxwereallcrucialtfdifiaMui 
suges in the tactical cakulationsof different 
paiu of the Maronile leadership; baa and 
Syria for the Shi'iles and Draaes; Libya and 
Saudi At^ for the Sunnis; and for alL « 
some stage, Syria. 

IStMEL AMD SvatA 

In practice, there have been only two 
so irws outside playen, with troopa io bach 
their word: Israd and Syria. The two have 
developed a symbiotic relatioMhIp In 
Lebanon. The Syrian military occupation is 
almost everywhere and has p ower ft i l 
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Influenceover, if not control of, the Lebanese 
govenment. It aims and, it is said, controls 
Hiz’bdiah, the Shi' ite militia that is the only 
force in Lebanon actively seeking to force 
Israel and the South Lebanon Army to 
evacuate the country (Ama. the main Shi' ite 
militia from which Hiz’ bollah originally split 
off, also maintains some military opposition 
to Israeli forces). Yet Israeli bombing raids 
never target Syrian militaiy installations in 
Lebanon - presumably for fear the Syrians 
could Inflict serious damage on Israel and 
that might shift Israeli opinion to demand 
a new approach to a peace settlcmenL The 
bombing hits only the poor scapegoats, 
defenceless Lebaixm. innocent peasants and 
the country’s infrastructure. Syria uses 
Hiz’bollah and Lebanon as proxy for its war 
aims. , 

Of course. Israel is the starting point in 
all this and provided the original pretext for 
Syrian intervention in Lebanon. Netanyahu, 
the loose caimon, has bombed out the peace 
process with the Palestinians through the 
concessions he has made tokeephis tottering 
coalition together - the gradual ethnic 
cleansingof east Jerusalem; drilling the holes 
of new Jewish settlements through the West 
Bank so it becomes honeycombed and 
ungovernable; from timetotime.makingthe 
West Bank a prison for its Arab inhabitants, 
trying to starve them into submission; and 
tefiisiog to consider returning the Golan 
Heights to Syria; along with all the other acts 
of covett and oven aggression. The process 
renders the PLA (already demoralised and 
thus vkiousand corrupt) impotent. The bomb 
throwers and suicide warriors become the 
sole symbol of hope for Palestine's young 
(and Washington, supine before Israel’s 
initiatives, like Netanyahu is preoccupied 
with the tactics of political survival at home). 

So far as Lebanon is concerned, the by¬ 
product of these far off events in which it 
lias no role or influence, is the continuation 
of Israel's use of the south of the country 
as a free fi re zone. Over two decades, scarcel y 
a week has passed in which Israel has not 
attacked targets in Lebanon. It is an 
astonishing perfornuuice. OfTicial Israel is 
the arch-terrorist of west Asia, imposing 
collective guilt and punishment on the 
Lebanese who are neither lesponsible mn- in 
control of either the Palestinians or 
Hiz’bollah. The persistent ase of terror as 
an instrument of policy is far more dire than 
anything either the Palestinians, Hammaior 
Hiz’bollah can achieve - as the respective 
body counts show. The overwhelming 
minority of the victims are innocerK by- . 
standers. 

What is perhaps most astonishing is that 
the Israeli ruling order can rest conleiu with' 
this approach when it is clear, 30 years after 
the six-day war, that terrorising its neigliboun 
and colonising the West Bank not only do 


not increase Itners security, they increaie 
its insecurity. Perhaps it ira policy irfdespair 
bombing beimuse no onecan think of snytiiing 
dsetodo.anexampleofthatendeniiccUsease 
of governments, doing something because 
something must be seen to be done. To do 
anything less counterproductive and more 
sensible - like trying to secure peace 
(guarantee Palestinian control of the West 
Bank and cast Jcnisalem. evacuate south 
Lebanon and the Golan Heights, etc) would 
pull apart the Israeli population and the 
coalition. With less ferocious implications. 
Washington’s attitude to Cuba (and earlier 
to Nicaragua) is similar - the policy is 
completely futile, but no one has the courage 
to outface Jesse Helms and his crazy cohorts. 

Hariri strategy for Lebanon assumed an 
effective peace process - a settlement with 
the Palestinians which would allow an Israeli 
evacuation of south Lebanon, an end to the 
bombing attacks, disarming of Hiz’bollah 
(and Ama). The Lebanese army could then 
claim to be in control of the country - and 
the Syrians would have no reason not to 
evacuate their forces and allow Lebaneae 
sovereignty to be restored. Now the mad 
axeman, Netaiiyahu, has decapitated the 
peace process, and as an accidental by¬ 
product. put in jeopardy Hariri’s economic 
strategy f^or the relaunch of the Lebaneae 
economic miracle. 

Overall bangs the brooding presence of 
Lebanon’s eastern neighbour. The Syrians 
do not accept that they are occupying 
Lebanon, only supporting the legitimate 
aspirations of tireir Lebanese friends and 
brothers. They indignantly repudiate any 
question of evacuation, at least until Israel 
leaves the south. Mysteriously, any 
pominent Lebanese who raises the question 
of Syrian withdrawal is assassinated shortly 
thereafter. When an Arab Leaguetcam raised 
the question, Christian Beirut was subject 
to 36 hours shelling by Syrian artilloy (it 
is a treasured folkcustom here always to 
punish the innocent, never the guilty). The 
Lebanese prime minister visits the Damascus 
overlord weeki}’, and leadingministets make 
the same pilgrimage before important 
decisions or appointments. Lebanon is tatiier 
like a princely state within the old British 
Raj, but without the imperial trappings. 

More vivid for the ordinary Letninese are 
the tank and armoured car depots tucked 
away in city sidcstreets or count^ fields, the 
artillefy and rocket sites, the endless Syrian 
army checkpoinu outside most settlemeitti 
and at major junctions. Syria has, it is said, 
40,0(X) troops for Lebanon’s three and a half 
million or so people, one to every 8g people 
(proportionate to, say, the British population 
that would mean an armykof 7,00,000, to 
India's oneof over 11 millionf). Each Syrian 
miliiarychecfcpotmiss)Mdowed,aiadisiance, 
by a Ldranese militaiy checkpoint (you know 


they tn diffennt beoaiaeof^ ftifiK and 
winetiiiies,ftiitlKroiumodMrtMiaciviHtM 
clothea. a sort of ’tonion macoute’. Indeed. 
Lebanon seems on the surface heavily 
militarised, and if the checkpoints ever 
checked anything there would be chaos. But 
invariably, the yawning soldier weraily 
waves cars on. 

There are thus in Lebanon,/ew domestic 
issues: foreign policy and domestic cannot 
be distinguish^. Take for example, the 
bizarre case of Jezzine. This is a district in 
the south, now with under 3,000 Christian 
inhabitants (before the wars there were 
60,000). Part of it has been held by the Israeli 
client, the South Lebanon Army (SLA)under 
General Antoine Lahd (the army was 
recruited from Maronite and Shi’ite villages 
of the border area, but armed and flnanoed 
by Israel). Someof Israel’s leaders recognise 
thia hokiinga ‘security zone’ akmgihe bolder 
and sustaining furitier north the SLA is a 
liability that increases the insecurity of 
northern Israel by inciting Htz'bollah attack! 

In the peace process, the issue was to be pan 
of a general settlement that would return the 
Golan Heights to Syria. Now that proccK 
is buried, should Israel unilaterally evacuate 
south Lebanon? Damascus opposesany such • 
change without a deal thk includra the 
Heights - and employs Hiz’bollah to prod 
Israel in this direction. The alternative 
strategy, the so-called Jezzine First or 
Lebanon First, calls for a step-by-step ap¬ 
proach. decoupling Lebanon’s claims from 
Syria’s. 

in fact, the SLA has just evacuated its 
position in lezzine as, supposedly, a 'routine 
deploymentoffoices'.The Christian notables 
of Jezzine. fearing that they in turn will be 
driven out (they are the taiget of persislenl 
car bomb attacks) to be replaced by 
Palestinians have called for the Lebanese 
army to lake over the SLA positions (and 
protect them from Israeli depredations). But 
some of the leading riguies in the central 
government, notably the speaker of the 
assembly, the parliamentary leader of the 
Shi’iles and of the south, oppose Lebanon 
reoccupying this area, presumably because 
ofDanuKus’ paradoxical positionihat Israel 
must not be allowed to evacuate Lebanon 
without a settlement of Syrian claims. 
Meanwhile, the poor Christians of Jezzine 
accuse the Muslim prime minister of not 
protecting out of religious prejudice. 

* * * 

Hiz’bollah, the most famous of the Shi’iic 
militia, is worth a note here. Although it 
started asabteakaway from the fbrmcriwtlicd 
organisation, Ama, on a militant ‘funds 
mentalist’ and pro-Palestinian platform 
financed by Tehnan, it became a mud 
broader aocial movement, a kind of Isltunii 
version of social demo cr acy in the areas i 
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eaMnllMt- b tiai btiUt and lUffW modem 
hoi^ta^ nd ctMci, ichooli ami orpb** 
nafei. foundadom far the familiet of the 
‘suityn'. Its construction companies move 
swiftly into anas bombed by Israel to restore 
services and rebuild houses. It is active In 
Ifae southern Beirut suburbs housing and 
serving the refugees who have fled ftom the 
south. Its members have a great deputation 
for adf'discipline, for decentralised authority, 
for encouraging, active participation from 
the mass of the population. It has also become 
a political patty, no longer calling for a 
Lebanon under Shariat law, but recognising 
that the country is inevitably multi- 
confessional in which the rights of all must 
be protected. Most recently, it held a 
conference of 27 opposition patties (but 
including some government ministers) to 
try to fashion a common programme of 
Lebanese nationalism (though many of the 
Chriatian parties did not attend). 

How far this change of direction is self- 
evolved, how fara tactic masterminded from 
Damascus, in collaboration with Teheran, is 
not clear. But if it persists, it does offer a 
new kind of departure for Lebanese politrcs. 
It i s also of great importance in undetsland ing 
the development of so-called fundamentalist 
parties elsewhere in the region. 

Tight Labour Market 

So what does the future hold for Lebanon, 
trapped between the samurai to the south 
and east? On the one hand is the brooding 
military presence, on the other, the swiftly 
revived, almost defiant,hustling and hustling 
cortuncrce of the coastal cities. Despite the 
figures, the boom persists, mo.st visibly 
embodied in a tight labour market. 

Some people say there are a million Syrian 
workers in diecountry without work permits, 
but that must be a wild exaggeration. Still 
they are the basic agricultural and construc¬ 
tion workforce, some cleaners and small 
businessmen and traders. In 1995. 11,000 
work permits were issued to citizens of other 
Arab countries, i ncludi ng9,000to Egyptians 
(Ibe government has recently signed an 
agreement with Egypt on supplying labour). 
Most middle and upper class families have 
a Sri Lankan maid (1.1,000 work permits 
issued in 1995), or a Filipina (4,000 work 
permits). Work permits were offered in that 
year to 5,000 Indians, and there are an 
unknown numberof Bangladeshis (four were 
just arrested in Sidon on a murder rap). The 
cumulative total is not clear but it must 
constitute a significant proportion of the 
country's labour force (and generates, as 
mentkmed earlier, one and a half billion 
doUars remittance outflow) - a new working 
clau. 

On the other hand, the period of wars led 
to at teat 3,00,000 (and probably many 
more) fleeing the country, in the main the 


beit-edncated and moat skilled. I hey joined 
anhiitorlcaldiaspomovathe past ISO years, 
with groups throughout the America, 
Australia and Europe, West Africa, the Gulf 
and Saudi Arabia. The association of the 
ernigrams, the World Lebanese Cultural 
Union, claims 12 million, but this must be 
an heroic exaggeration. However, the number 
of people abroad who retain a serious link 
with the country easi ly constitute the majority 
of the world's Lebanese (perhaps two-thirds 
ofthelolal).Ifdiewartd'sLebanese produced 
a Ldianeie gross domestic product, it would 
be vastly larg^ than that of Lebanon. The 
overseas people have splendidly supported 
the country since 1990 with remittances and 
capital flows, and tome have returned. The 
overseas people consliuiie a pool of huttun 
capital, of the nlost advanced skills (banking 
and insurance, trading, soflware program¬ 
ming, medical, sciemific and educational 
services, etc), that could be of great im¬ 
portance for the country, the diflerence 
between pessimism and optimism. Overseas 
Taiwanese were attracted back to their 
homeland from Silicon Valley to create a 
world class electronic industry; Indians in 
some case.s are returning to India with 
similar effects. Some schemes have been 
floated - to create a Technopoli.s for the 
highly qualified (it came to nothing); and 
to set up Transfer of Knowhow Through 
Expatriate Nationals (TOKTEN). For any 
exploitation of the resources of emigrants, 
the country must remain stable, secure and 
open. 

But is this the son of society the Lebanese 
ward? In the old kind of country, emigration 
and immigration was supposedly marginal 
to the national population, as residual as 
imports and exports were to national 
output. Yetnnw.ihemoreadvancedacouniry 
is. the more it processes imports for 
expons, using imported capital and im¬ 
migrant labour. Luxembourg is an extreme 
case where the majority of the inhabitants 
are foreign-born. 

In a world where national identity is. for 
many, an i mporlant component of personality 
and IS supposedly embedded in a defineil 
territory and its symbols, will the Lebanese 
know who they are i f most of them ha VC gone 
global? Some worry that a country which 
provides no more than a social focus for a 
world diaspora, a retirement home for those 
who have spent their working lives abroad, 
a place for holidays, an enclave for savings, 
all based upon immigrant workers, is no 
country at all. Then to be Lebanese is to be 
no one and nowhere. 

But. to exist, did the Jews need Isnd? In 
the 19th century world of imperiolUms and 
nationalisms, some of them thought they 
did, btri the msgority were never persuaded 
except under the luhof vicious penccution. 
However, from theperspectiveofihepresent. 
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periiapa the Jem of the ton of the caMwy 
.were among the most moden people, 
unencumbered by Ibe need to sustain a date 
and iu samurai, armed, cgoliitical. jealous, 
arrogant, holding its share of the wotid't 
population in perrnanem thraldom. 

The new Lebanon, with a minority of its 
people at home, with an immigrant labour 
force, sustained by a global people and a 
global economy, providing a social and 
cultural focus for its farflung PhoeniciaD 
trading fleets, perhaps provides a perspec¬ 
tive for the future that everybody dae will 
ultimately come to follow. 

* * * 

Such speculations are no doubt remote 
from the immediate preoccupatiems of the 
government of Lebanon. The long shadows 
of the country’s neighbours lie across the 
land. And the memories of the decade and 
a half of wars with their exiraoidinary 
cnielties also remain - on April 13, 1989, 
the anniversary of the outbreak of war, 
some 10,000 shells and rockets fell upon 
Beirut's Christian enclave, a number ex¬ 
ceeded only by Israel's disastrous 1982siege 
of the city. Nothing has been settled and if 
Israel goes to war again, the fragile stability 
of Lebanon can be swiftly overturned Nor 
is the potential savagery of Damascus to be 
underestimated. 

These issues cannot be settled-nor even 
mfluenced-in Beirut Lebanon must assume 
the best and make a future for itself amid 
these imponderables. Given stability, the 
exploitation of the diaspora and the extra¬ 
ordinary entrepreneurial skills of the 
Lebanese, with an open cconosny and a 
I iberal govetnment. prosperity can be creased 
through an economy ba^ on the provision 
of skills and services. The by-product of 
such an extended period of barror ought to 
be apolitical science.sociotogy, psychology 
and psychiatry among the best in the world 
- and so, education, research and medical 
services of a high order. A free society cast 

also provide a home for cultural expe ri ment 

music, drama and fiim. serving an Arab 
market. The potential for tourismb timnetiae. 
But all that requires an environment of 
excellent quality, and here the role of 
govcinment becomes crucial. 

Evety strata of economic growth it a 
gamble, never more so than now when, m 
a condition of growth, economies are forced 
to be open - but openneu subjects them to 
uncontrollable external shocks. But lh« is 
no more than the politicai context that 
Lebanon faces with its neighboun. 
Historically, the Lebanese have had great 
lesources of nimMeness and flexibiUty, just 
the characterittics requited now to negoliaae 
the rocks of a wotU econoTOK Older aad the 
nano w dangeroa channeUortlie weal Asfam 
political order. 
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PERSPECTIVES 






People’s Participation in Planning 
Kerala Experiment 

D BuMl3ropadliyajr 


The real import of Article 243-G, which defines the powers, authority 
and responsibilities of the panchayats has not been well appreciated 
in most states. There has been little effort at getting the mass of the 
people involved in the planning process or in the setting of plan 
priorities. In this process the interests of the silent though numerically 
stronger sections of the people are not addressed. The Kerala model 
of a people's campaign for decentralised planning aims at resolving 
this issue. 


THE Planning Conunission of India is not 
a constitutional entity. It was not even 
established by any statute of parliament. It 
came into being on the basis of a central 
govenunemotder.Itis charged with framing 
plans for economic development of the 
country aitd people have accepted it. In 
contrast, the 73rd Constitution amendment 
not only made ‘panchayats’ constitutional 
bodies but mandated thm to prepare plans 
for economic development and social justice. 
Article 243-<> defines powers, authority and 
responsibilities of panchayats. Political 
dewlopment has taken place unevenly in 
different parts of India. Hence, for good 
reasons the Constitution has given the 
legislature of a state the responsibility to 
endow the panchayats with such powers and 
authority as it thought best to miable them 
to function as ‘institutions of self- 
government'. Though the state legislatures 
have freedom to endow whatever powers 
and authority to panchayats according to 
their own wisdom and judgment, the 
Constitutitm has made the basic feature of 
panduyatsas ‘institutionof sdf-govemment’ 
non-n^ociable. A reading of Article 243-G 
makes it clear that panchayats have (i) some 
original function and (ii) some agency 
functkm. The original function of panchayat 
is the “pseparation of plans for economic 
development and social justice". The agency 
functions relate to “the implementatian of 
schemes for economic development and 
social justice as may be entrusted to them 
including those in rcliUion to the mattcn 
listed in the Eleventh Schedule". 

Thus panchayats are constitutionally 
mandated to prepare plans of economic 
deveiopmem and social justice. How does 
one read this clause? Is it that panchayau 
make one set of plans for economic 
development, which might accentuate social 
and economic inequality, maldittribulion of 
resources in favour of the affluent depriving 


the non-affluem and then prepare another set 
of plans in respect of social justice attempting 
to reduce theevil effects of i^ans foreconomic 
development. In fact that is the paradigm 
follow^ by the macro-level planni ng process 
which simultaneously promoted economic 
growth and ineqtiality of income and then 
almost as an afterthought under compulsion 
of electoral politics, where number counts, 
prepared another set of plans for alleviating 
poverty. The latest estimates (1994-95) of 
rural poverty show that 36 per cent of rural 
population to be below the poverty line after 
the implementation of plans for the last four 
decade and a half. In absolute terms the 
number of population below poverty line 
today would be equal to the total population 
of India at the lime of independence. 
Obviously, the intention of mandating 
panchayats to do planning function was to 
avoid that disastrous possibility at the micro¬ 
level. Hence, the clause has to be interpreted 
conjunctively, i e, that any plan foreconomic 
deveiopmem must automatically enhance 
and, or, promote social justice. The term 
‘social justice' has not been defined. It is 
good that it was not done. That would have 
constricted the wide concept contairwd in 
the preamble. Chapters III and IV of the 
Constitution and as more comprehensively 
interpreted by the Supreme Court of India. 
Thus it is not merely a lechnrxxatic planning 
that is thought of. Had it been so it could 
easily be done with the data base now 
availaMem thedistrici level with the National 
Informatics network. The intention clearly 
is to promote social justice. The masses, 
particularly, thedepri ved masses should paly 
an active, nay, a proactive role in the 
preparation of plan at least at the gram 
panchayat level-the lowest tierof the three- 
tier system. Only the victims of social 
injustice could through siheir direct 
participation in the planning proceu promote 
social justice. 


Under Article243-W,tnuoicIpdlitiet have 
also been charged wMh the similar Amctkm 
of “preparation of plans for economic 
development and social justice", bi devolving 
the planning process downwards the Con¬ 
stitution has gone further. Article 243-ZD 
directs creation of a district planning 
committee at the disttict level “to ctmsolidate 
the plans prepared by the panchayats and the 
municipalities in the disttict and to prepHt 
a draft development plan for the district as 
a whole". The draft plan so prepared and 
recommended by the DPC would be 
forwarded to the state governmenL 
In Article 243-ZO while the panchayats 
(under Article 243-Q) and municipalities 
(under Article 243-W) prepare plans which 
are final in nature, the Drc only prepares 
a ‘draft development plan’ and forwards it 
to the state governnnent. There it nothing in 
the Constitution to indicate how much of 
these district ‘draft plans' would be 
incorporated in the state plan. Theoretically 
state plans could be prepared quite 
independently of the district draft plans 
covering none of their points. In that event 
Such a mammoth exercise starting from the 
village (or even wards) upwards would 
become meaningless and infructuous. 
Obviously, that could not be the intention 
of the 73nl and 74th Amendments. It would 
make a mockery of the planning process 
from below, (so assiduously crafted into 
these amendments), as contradistinguished 
from the planning from the top to which the 
country has been accustomed to for the last 
four decades and a half. A rational and 
harmonious interpretation would be that at 
each tier of panchayats plans for economic 
development and social justice prepared by 
them would also be implemented by them 
within their own resources and technical 
competence. Those elements of the plans 
which they would not be able to implemem 
either because of resource constraint, or 
because of lack of expertise or those which 
have effect outside their respective 
juri.sdiction would be forwarded to the next 
higher level. Thus at the district level the 
draft plan would consist of those residuary 
items which the district panchyat 
municipaiity(ics) would not be able to 
implement ettberbecauseof paucity of funds 
or lack of technical competence or because 
of extra territorial impacts of such projects. 
To this extent district plans would be of 
tentative nature - hence these would be 
designated as ‘draft plans'. This tentative 
nature of residuary elements of the district 
plan which would be forwarded to the state 
government cannot take away or in anyway 
reduce or diminish the substamivc power of 
preparation of plant for economic 
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since thedays of community developinent 
in the eaily ].9S0i, a learch was on for an 
inititutional format to involve ‘people’ in 
the development ptoceu In the rural areas. 
In thii quest lev^ committees including 
Balwant Rai Mehta Committee and Ashok 
Mehta Committee were set up. After the 
Balwant Rai Mehta Committee Report 
Panchayat-Mark I came into existence. It 
nourished well in Maharashtra, Gujarat and 
Rajasthan. The need for augmenting 
agricultural production to avoid food crisis 
and to reduce dependence on food supply 
on the basis of US Public Law 480 from the 
mid-19Ws led to a shift of attention from 
people's involvemern ingeneral developmem 
to food production and ‘green revolution' 
through heavy technocratic intervention. 
Panchayats were allowed to languish and 
decay. Accentuation of rural poverty and 
discontent and unrest in rural areas in many 
slates from the late 1960s to mid-1970s led 
the government at the centre to think seriously 
of introducing some pro-poor measures. 
Again a search was on to find a suitable 
institutional arrangement for popular 
involvement. The Tirst Janata government 
set up the Ashok Mehta Committee. 
Following its recommendations Panchayats 
-Mark II came intocxistencc in West Bengal. 
Karnataka and Andhra Pradesh. All the.se 
states had non-Congress governments. 
Conceptually, legally and administratively 
the Hegde itiodel in Kamataka was the best. 
But with changes in governments in 
Karnataka and Andhra Pradesh these 
panchayats were dissolved, heralding the 
end of the era of Panchayat Mark-ll. Only 
in West Bengal did panchayats survive 
because of political stability. 

From the Sixth Plan onwards massive 
transfer of resources started taking place in 
the rural sector under the huge poverty 
alleviation programmes. To make sure that 
the benefits reached the target population 
another search for appropriate institutional 
arrangement started. The then prinw minister, 
Rajiv Gandhi started the exercise with the 
object of making the existing bureaucratic 
district administration more efficient and 
effective. Initially his approach was entirely 
technocratic. To him the district 
administration was a running machine. Its 
performance was not that good. All that was 
required, he thought, was some balancing, 
and fine tuning in the vast and complex 
administrative structure at the district level 
and below. He observed that the missing 
dement was responsiveness.‘Theexperience 
of the vast majt^ty of our people at the grass 
roots has been diat at the interface between 


the people and administration, the 
adminiitnitioii is unKspondve, tnefncieiu, 
unsympathetic, often caUoiis, sometimes 
even ciud to those whom they are meam 
to serve" (Rejiv GandM; Selected Writings 
and Speeches). From this realiution came 
the inl'etcoce that the underlying problem 
was not so much a mtuier of simplifying 
procedures, or, establishing grievance 
redtessal machinery but fundamentally of a 
systemic nature. Beewse of this lack of 
responsiveness arising out of non- 
representative character of the distnet 
administration "the power brokers have 
established their vice like grip only because 
democracy has not function^ at the grass 
roots. Onec the people have their elected 
representatives from electorate as small as 
100 to 500 persons the source of power will 
lie only as far away as the panchayat ghar, 
not some distam state capital or even more 
distam capital of the country. 

This was the genesis of the aborted 64ih 
Amendment Bill and subsequently its 
successorthe73id Amendmem. I have briefly 
recounted the background of the 73rd 
Amendment to emphasise that unlike the 
past attempts of revamping the panchayats 
more as elfkient delivery outlets, there has 
been a fimdamemal altitudinal change to 
make the panchayats genuine institutions of 
self-government as an allemattve to the 
existing buieaucraiicdisiricl administration. 

in 


The real import of Article 243-G has not 
been appreciated in many states. At least 
nothing is apparem at the fleld level either 
for getting the masses involved even 
peripherally in the planning process or for 
that matter pulling in position some 
supportive technical infrastructure to help 
gram panchayats (GPs) in conducting this 
difficult and complex exercise The 
Constitution does not intend having a 
“Chailer of Demand" from each GP. It is 
well known that GPs do not have so many 
things for better level of living for all, 
particularly, for the deprived segments of 
the society. Matching limited resources with 
competing demands, necessitalesa planning 
process where priorities have to be fixed for 
fulfilling them within a fixed lime frame. In 
thefixationof priori ties the dominant classes 
would always try to ensure that they get what 
they like to serve their class interest. In this 
process the silent sections of the community, 
even though numerically in stronger, would 
get by passed. The Kerala model of people's 
campaign for decentralised planning aims at 
preventingthiscomingency. It it innovative, 
audacious and original (see ‘Planning for 
Empowerment' by Thomas Isaac and K N 
Hiretal. (£FW, January 4-11). 

The core of this people's campaign is to 
"inakc use of the legacy of collective social 


ftiterventioa nd the atm^ of maai 
movemenu to meet the coMeoiMtaiy cxiiit 
in development".* Ai an independent 
observer the most crucial element due struck 
me it the existence of an autoflomoos State 
Planning Board (SPB), with anindqwndent 
mind of its own. Every stale has one such 
organisation. These are in most cates Ufielen, 
dysfunctional, bloated appendages of the 
finance or the development department of 
the govemmenl. The Kerala SPB has the 
chief minister as its chairman and four other 
ministers as members like most other SPBt. 
But it has a vice-chairman an academic of 
renown as well as other academic and social 
activists as members. They have minds of 
their ovini and arc well known for their 
intellectual calibre. They have been able to 
chart out a new line of procedure nd action 
which die normal departmems of any stale 
government serviced and advised by the ruB- 
of-the-mill bureaucracy arc in capiMe of. 

Soon after the Constitution of the new 
SPB in Kerala, it issued a simple 12-pafe 
brochure under the signature of its vice- 
chairman. It is captioned‘ttepie'seampaign 
for 9th Plan”. To get people involved they 
must have some assurance that what they 
Would decide would bear some fruit, that it 
would not be a fiitiic exercise in political 
harangue, that the existing techno- 
bureaucratic superstructure would not 
strangulate their effort and that their 
suggestions based on their life experience 
and inherited ancient wisdom would be 
listened to seriously instend of being derided 
at. As if to reply to these pomts the Preface 
of the Brochure stales “35-40 per cent of the 
Ninth Plan programme will consist of 
schemes formulated and impicniented by the 
local bodies within the respective areas of 
their responsibilities. In ot^ to em power 
the panchayats and municipalities to 
undertake this task in a scientific and 
participatory manner the board lesdved to 
organise a 'People’sCampaign for (he Ninth 
Plan"’ ( People's Campaign for Nmih Plan. 
Kerala State Planning Btrard). Thus the 
solemn assurance of the Kerala SPB that 35- 
40 per cent ot the Ninth Plan wnddconsiai 
of ^ans prepared from below set at rest all 
controversy about futility of such planning 
and endowed the process with seriousaett 
and dignity ii deseed. Not only this, the 
document also assured (hat "even with 
schemes that arc implemented by the 
departments due care should be taken 
regarding suggestions made from below". 
This is innovative. 

The people’s caropaiga is not merely to 
get some suggestions regarding lon Kp wiec tt 
from the masses diiectiy. The real agenda 
is that "through the campaign, the phnning 
process will hopefully become in instrument 
of mau conscientisation in regard to the 
issues in development". In an ofAdal 
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(feoamern use of tucb guaided laagiiage an^ 
euphenrism it quite natural. To make the 
masiet cfitically aware of why they are what 
they are, requl ret a degree of pditk^ courage 
not commonly found in political parties of 
all known hues. It could develop a ground 
swell to create a nuusi ve wave to sutuneige 
and wash away many an established 
landmarks. But it is alto the only way by 
which masses could have some say over 
their owndestiny. Tltrough this process they 
become active subjects of development from 
being mere passive and inert object of 
development. Conceptually, it is audacious. 

Disimerestedness, apathy, cynicism and 
alienation follow sequentially with some 
measure of overlapping. If the masses could 
start thinking as if they were the live subjects 
of development, the whole process of social 
and political transformation would get a new 
meaning with something to look forward to. 
The latent creative eneigy of the masses 
would burst asunder the mould which 
suppressed it so long. This is not a 'fairy 
tale’. It has happened in history elsewhere 
in the world. Given appropriate socio¬ 
political ambience masses can move 
mountains. One felt highly gratified with the 
confidence and hope of the SPB when it 


the R^jlv Gamflit PtiUMtalko, ittaed OB 
Augu«20,I994ililea,iRi»rvtttti,‘TbbeooaH 
self-govetning instituthms there sbould tie 
true decentralised pianrang so tiuu district 
level schemes should be either sponsored by 
the village or intermediate or district 
panebayats, but not handed over to them 
from diove. PanchaytUs at three levels should 
have reasonable percentage of fundi of the 
stateplan andother financial resources which 
should be totally untied so thtt they can use 
t hese hi nds on the bail s of thei r own (viorities 
and choices. There together with other 
sectoral outlays sh^d constitute a district 
plan budget reflecting the sum total of 
allocations under the district sector plan. 
This should be clearly and transparently 
shown in the state budget to be voted upon 
by the state legislature” (Documents of the 
Task Force on Panchayati Riy. Rajiv Gandhi 
Foundation). Being associated with the 
preparation of this charter and having failed 
miserably to impress upon some state 
governments the need for doing it. I felt 
happy when I was given a copy of 
Appendix IV of the Kerala Budget for the 
year 1997-98. Its title is self-explanatory - 
‘Details of Provisions Earmarked to 
Panchayat Raj/Nagarpalika Institutions in 


•hO the (bOowbifflli^pwaflt^ 
hare to be ke|g fo view, llw phB 
to any local body abould not be ined 
exclusively for a ilngle prcject/programme 
in a sector.” The following is the guMeUne 
for the broad sectoral allocaliou of fond for 
Panchayat Plan. 

(i) At least 4S-SO per cent of plan allocation 
sh^d be set apart for prc^ecti/ichetnet in 
productive sectors, namely, agriculture, 
animal husbandry, fisheries, minor irrigatxMi. 
small-scale industries, etc; (ii) About 30-40 
per cent of the plan allocation should be 
earmarked for social service lecton such as 
education, health, saniiatiwi, drinking water 
supply, housing, etc; and (iii) Only 10-30 
per cent of the plan allocation may be utilised 
for improvement of infrastructure facilities 
such as roads, public works, etc. 

Without in anyway choking the local 
enthusiasm the document gives a broad 
direction of the state priority ‘1o meet the 
contemporary crisis of development”. What 
a refreshing and orderly change compared 
to the chaos and disorder that prevails 
elrewhere in the country. Nine hundred and 
ninety gram panchayats of Kerala know the 
exact amount of plan aJIocation (grant-in- 
aid) under genera) cat^ory, SCP and TSP 


states, “We should be able to break tile 
atmosphere of cynicism that exists among 
the people today and instil in them a new 
sense of optimism and direction so that the 
mobilisation of resources for the Nimh Plan 
goes beyond the traditional confines. It should 
be possible thereby to tap monetary, material 
and labour resources at the local level for 
the implementation of the plan which have 
remairied untapped or inadequately tapped.” 
That it was not a pipe dream was proved 
beyond reasonable doubt by the Nimh Plan 
do^ments prepared by a number of GPs and 
byother community action for creating social 
assets. 

The SPB of Kerala might be thinking 
originally, might be taking bold decision, 
might be adoptt.'iginnovative initiatives, but 
it could not have achieved what it did had 
not the government and the political system 
come forward with their supportive action. 
Though the daring initiative of the SPB had 
not been taken kindly by a section of the 
topechelonsof thcestidilishnient and though 
linear campaign had been launched in the 
print media describing it as a‘super cabinet’, 
it had so far received strong support from 
the dominant ruling party and enlightened 
sections of the top bureaucracy. 

Since the 73rd Amendement was passed, 
many observers and social scientists have 
beendemanding that the state budgets should 
clearly show the amount of untied funds 
alton^ to panchayats in each tier in the 
budget document which should be voted by 
thelegislature. ‘A Charterforthe Panchayats’ 
issued by the Task Force on Panchayats of 
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theBudget for 1997-98'.This one document 
shows how seriousthc government ofKerala 
is about decentralised planning process. 

Since this is auniquedocument with hardly 
any parallel in any other 'states' budget 
dooimcnt, it merits some discussion. Under 
the section captioned 'Plan Assistance As 
Grant-In-Aid to Local Bodies’ it provided 
an amount of Rs 749 crore in the plan budget 
for 1997-98 as grants-in-aidtonagarpalikas, 
district panchayats, block panchayats and 
grama panchayats. From this amoum of Rs 
749 crore an amount of Rs 233 crore was 
taken out for scheduled caste plan and tribal 
sub-plans leaving a balance of Rs 516 crore 
for the general sector. Out of this amount 
nagarpalikas were given a sum of Rs 77.40 
crore. The remaining amount of Rs 438.60 
crore is meant for three tiers of paiKhayats. 
TIk document states. 'The amount of Rs 
43,860 lakh is again distributed to the grama 
panchayats, block panchayats and district 
panchayats in the ratio of 70; 15:1S. Thus the 
provision for grama panchayats is Rs 30,702 
lakh and for block panchayats Rs 6,579 lakh 
and for district panchayats Rs 6,579 lakh. 
The plan outlay for the three-tier panchayat 
is again distributed on the basis of population 
in each local body." 

Kerala panchayats also used to suffer from 
the same craze for road construction as in 
West Bengal and elsewhere. To change this 
mind set the budget document laid down a 
set of guidelines for the proper utilisation 
of plan funds without in any way stifling the 
local initiative and innovativeness. It states, 
“For utilising the plan allocation (granl-in- 


that each would get at the beginning of the 
financial year. These amounts have been 
voted by the legislature. No one in (he 
executive branch can tamper with them later. 
With this assured flow of funds panchayats 
can go for a meaningful planning exercise, 
which they arc in fact doing in right cantest. 

In this context the Mukarji- 
Bandyopadhyay Report on West Bengat 
Panchayats(New Horizons for West Bengal’s 
Panchayats, 1993) record^ in 1993; "We 
were told that there was hardly any 
relationship between the district plans and 
the allocations eventually made in the state 
budget. Secondly, the budget does not show 
at one place the total amount approved for 
a particuiardistrict. We could not findcopics 
of budget in any of (he districts we visited 
for schemes executed by panchayats, funds 
are received in numerous unpredictable 
instalments throughout the year, making 
rational implementation difficull.. The third 
channel of untied funds has almost dried up, 
making the district heads even more 
inaccessible since panchayats have nothing 
to give them now. All in all, in guarded 
language, the panchayat leaden conveyed 
their dissatisfaction over the present 
arrangemenu for financial devolution”. 

Forty per emt of Kerala’s plan budget has 
been devolved to the local bodiet; 60 per 
cent of the fund left with the line dcpartmeitis 
is meant for committed expenditure, 
unfinished projecu,uiq>aidbillsandthelike. 
Obviously, the techno bureaucratic satraps 
of the line departments and many of their 
pcdilical bosses are not mightily atmtsed by 
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thUm<>vc whi ch rae «m more tfuwWpcr cent 
dimiihiHiM ofdidr influence, pitronage and 
power. A lutide it on between the pro-«hanger 
and no-changen, between the pro-people 
clementt and die estaUiihedoftho^y. Only 
teccndy the chaitman of the Agriculture 
Coiraniuion exptetted hit dismay to a vciy 
lenior member of the SPB in a private meeting 
over the teductkm of agriculture depaitmeitl's 
own pian budget by 40 per cent. One minor 
point hecould not clarify was why agriculture 
production in Kerala fell sharply when for 
the last eight plan periods the agriculture 
department controlled 100 per cent of their 
plan budget. 

There are five basic stages in People's 
Campaign forthe Ninth Plan. The first phase 
is the identification of the “needs of the 
peopleand gaps in local development” which 
were articulated ingram sabha (in the Kerala 
context ward sabha) meetings. Special care 
was taken to ensure adequate attendance for 
proper articulation of different views. The 
second phase is the development seminars 
at the GP level to work out integrated 
solutions of various problems identified at 
the ward sabhas. Generally 200-300 
participants attend such one-day seminars. 
Each development seminar had 12to I3task 
forces. The second phase culminates in 
preparing development reports for each GP. 
“These reports totalling more than one lakh 
printed pages in all, is a virtual compendium 
of local history, resources, problem analysis 
and development potential". The ihird phase 
is to convert the integrated solutions 
contained in the development report into 
project and scheme proposals in a format 
'that could be includ^ in the Ninth Plan 
task forces play a key role in thi.s process. 
The fourth phase is lo prepare the GP Plan. 
Now that the broad allocations ore known 
two sets of schcmes/pioposals arc selected 
one for the annual plan 1997-98 and the 
other for the entire Ninth Plan period. This 
process is repealed for the block and the 
district lor preparing their annual plan 
1997-98 and for the Ninth Plan as a whole. 
The fifth phase is the holding of the Kerala 
Development Congress in October 1997 to 
coincide with the 40th anniversary of the 
formation of the state of Kerala. By this time 
not only the Ninth Plans for the GPs but 
those of the blocks and district panchayais 
would be completed (Kerala State Planning 
Board's PropU's Campaign for the Ninth 
Plan). 

The firs' three phases are already over. 
Though it is too early to make any serious 
comment, a quick survey indicates uneven 
response. Geofge Mathew comments “While 
ihuusariJs came together in grama sabhas in 
many areas, in tome places it was difficult 
to get the quorum and urbanised villages did 
not avract large ptnicipanis. The enthusiasm 
ifcat evident in the countiysidc. Wherever 


women bad cone fonaaid, the gram fabhas 
had better ,al|eiidaiice, Advance publicity 
and awareneat campaign produced a better 
participation” (The Hindu, May 9, 1997). 
Thia was natural. Had there been full 
attendance all round that would ha ve smacked 
of regimentation. Excrciseofpeople’ichoice 
includes the right to choose to attend or not 
to attend. This process hu so far produced 
I. SI akh projects. These have to be evaluated 
not forrejection or selection but for correction 
and finalisition of the projecu. Moreover, 
“a major issue in this exercise is who will 
examine the technical feasibility, financial 
viability and social acceptability of hundreds 
of proposed projects so that technical and 
oti^ sanctions can be easily obtained for 
them" (The Hindu, May 9, 1997). 

Here the Kerala SPB has come out with 
the novel idea of a voluntary technical coqis 
(VTC). “A comprehensive list of potential 
retired and non-official experts in the state 
is being prepared. Any expert who is willing 
to spend at least one day a week to render 
voluntary help to panchayais will be enrolled 
in the voluntary technical corps (VTC)." 
The response to this appeal has been quite 
encouraging. Persons who at the end of their 
career thought that they were no longer 
required by society felt exhilarated by this 
open invitation to be socially useful by 
applying their lechnical knowleoge in honing 
and sharpening people's plans into 
implemeniable projects. Thcentire planning 
process gets a wide social acceptance by 
such voluntary paiticipaiion. The calibre of 
some of the volunteers is exceptionally high. 
I was told that an expert commitree of the 
district panchayat at Thirovananihapuram 
has as one of its members a retired chairman 
of the Railway Board. That (he SPB Kerala 
could get the involvement of about 10.000 
experts in finalising plans for the gram 
panchayat, block panchayat and district 
panchayat is not only remarkable but quite 
amazing. 

The SPB is also fortunate in having support 
from well known institutions of Kerala like 
the (Centre for Devciopmetu Studies, the 
Centre for Earth Science and most 
importantly of the Kerala Sasira Sahitja 
Parishad (KSSP). The KSSP played a 
pioneering role in mobilising resource 
persons at all levels mostly from its own 
membership. The iple played by the Centre 
of Earth Sekmee andKSSPiniheland literacy 
movementrequiicsamcniion. “In its simplest 
terms, the Kerala programme (land literacy) 
consisted of the survey and mapping of the 
village level natural resources (primarily 
land-waier-biomass) not as an external 
scientific input but pariicipatively with the 
local community". The (Centre for Earth 
Science and KSSP compicied resource 
mapping of 170 GP, out of990GPs through 
the help and co-operation of the local people 


mainly youth. lnihepiepar«k»ofCPplnt. 
many panchayatsus^theKready-inadcdata 
sources. Elsewhere they had to collect 
pn mary data by participatory rural appraisal 
method. Total literacy campaign and land 
literacy movement being precursors of the 
peopic'seampaign forplanning,considenbie 
groundwork was already covered by the use 
of participatory method which helped 
organising the plan campaign. Conscious of 
the need to restructure of the state admini¬ 
strative apparatus the government of 
Kerala set up a Committee of Decentralisa¬ 
tion (popularly as the Sen Committee after 
the name of late S B Sen who was the 
chairman). Ii has yet to complete its task. 

It has however come out with an interim 
report which broadly sets out the prinapies 
on the basis of which decentralisation would 
be recommended. 

IV 

Development reports for 990 gram 
panchayais arc ready, an astonishing feat of 
mobilisational effort and local staff work. 
A brief discussion is required on anyooe of 
these plans to show how it differs from a 
volume of stapled unconnected proposals 
which go by the namd 'plan' in various 
slates. We shall discuss the annual plan of 
1997-98 and the Ninth Plan of Kadakkavoor 
Gram Panchayat under Chirayinkeezhu 
Block of Thiruvanamhapuram district. 1 
chanced to lay my hands on it in the office 
of SPB Kerala. 

In page 92 of Appendix IV of the Budget 
of 1997-98 there are details of plan fund 
(grant-in-aid) dial have been allocated lofiiis 
GP. II will get Rs ■*8.35 lakh under general 
category and Rs 15.98 lakh under scheduled 
caste plan, total amounting to Rs 44.33 lakh 
for the year 1907-98. The plan that this CP 
has finally drawn up is for Rs 5.07 crore. 
In doing so it has assumed total flow of plan 
grant-in-aid from the state government to be 
Rs 2 12 crore at the rate of Rs 44.33 laikb 
pa. They are expecting some loan from the 
financial institutions for some productive 
ventures ictalling Rs 0.67 crore. The 
remaining amount of Rs 2.19 crore wouM 
be the contribution of the community/ 
beneficiaries m labour, material and money. 
Thus for each rupee of stale grant-in-aid they 
are putting in more than a rupee. The SPB 
expected that the additional resource 
mobilisation by GPs would be 25 paiK for 
each rupee of grant-in-aid According lo 
plans so far received the figures surpass even 
their high hopes. Additional resource 
nwbiiisalion by GPs varies between 75 p to 
I (X) p or more for each rupee of eutte grant. 

In this particular GP. 60 per cent of outlay 
would be for productive sector. It is Itiglicr 
than the range of figures mentioned in tte 
guideline; 30 per cem outlay would be aodal 
service sector infrastiucture which uaed 
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to get ibnoit the entire iHocetkn earlier 
would receive only 10 per cent. Rising 
unemptoyreent a n d stag n ation in agriculture 
ptoinpted the masses, OP roemben, non- 
official expats andevendepartmcntal offices 
to enhance considerably the allocation for 
the productive sector for priming the pump 
for economic activities. Given the fteolom 
of choice the common people could respond 
to the local proWero in an admirable manna. 
This was, of course, the (dan. How much 
of it would be impiemenled with what results 
only the time would tell. But there was no 
denying has this plan was a sharp defnrture 
from the (Mst pna:tice and it augured well. 

Anotha recent case of peoide’i initiative 
and collective action merits mention. 
Kai^ikuzhy GPis situated in the block bearing 
the same name in the Alappuzha district. The 
main economic activity of the GP centred 
round cocoraits. Coconut trees in this area 
were badly hit by 'root-wilt' disease. Nut 
yield came down sharply. Income levds fell 
stee|dy and there was a general decline of 
level of li vingof the population accentuating 
poverty and misery, liiit GP is situated on 
the National Highway. It is roughly IS km 
fiom Al^rpuzha city and about 4S km from 
Emakulam. It struck (he GP president P P 
Swathanthiyam and the panchay at agriculture 
offica T S Vishwan that if they could 
persuade farmers to cultivate veget^es for 
which there was high demand in both the 
cities, they could have some additional 
income. But the farmers here were not fami liar 
with vegetaUe cultivatian. The (nesidem 
discussed the iuue with the members and 
they decided to call a general meeting to 
thrash out the matter. They invited 
lepreseinacives of all {whtical parties, kaishak 
samities, voluntary organisations, members 
of libraries, art clubs, s|x>rt clubs, school 
teachers both serving and letiied, re(>re- 
sentatives of mahila samities and agricul¬ 
tural worka unions. In all about 400 (tcrsons 
attended the first meeting, where it was 
decided logo for vegetable cultivation. They 
formed a (tanchayat level committee with 51 
membeis and with the president of the CP 
as chairman and the agrict^ture offica as the 
convenor to guide and sponsor vegetable 
cultivatioa Ineach wardsimilarcommittees 
with 51 membets were fonned. The ward 
membabecame the chairman and an eminent 
agriculturist was made the convenor. They 
formed spearhead squads for SO households 
to motivate them to undertake vegetable 
cultivation. Classes were taken to impart 
knowledge and technique of v^etable culti¬ 
vation to groups of households. Spearhead 
squad members were also trained so that they 
could be of assistance to the households who 
agreed to undertake this venture. Pamphleu 
were pre pare d and printed containing all 
relevant information regarding such 
cultivation. 


The OP chairman and the AO a pproa ch ed 
the agriculture univeriity at 
Thiruvananthapuram for good quality 
vegetable leeds. They obtained leven 
varieties of seeds suitable for cultivatitm in 
the soil condition available in the GP. The 
panchayatpaidRs 17,000 to buy seeds from 
its own fund. All the members of the 
panchayat level committee worked for three 
days to make6,245 packets of a mix of seven 
variety of seeds. Packets were distributed to 
the households through the speaihead squads. 
It was decided to start the cultivation on June 
26,1996; 94 households refused to cuhivale 
at the last moment. These (tackets were 
redistributed to those who wanted to cova 
larga areas. 

The GP level committee decided not to 
use chemical fertiliser and chemical 
insecticide. A (xmltry ownadonafed [XMiltry 
manure and each household was given a 
packet of 5 kg of manure. The GP then 
distributed one and a half kg of rish manure 
buying the same at the rate of Rs 3.50 pa 
kg. It did not charge anything from the 
participating household. On August 25,1996 
harvesting started. On Septemba 13, 1996 
a harvest festival was organised which was 
attended by the agriculture nrinistaof Kerala. 
Prizes were also given to farmen who did 
well. Average incremental income per 
household was Rs 250 (approximately). 
There were a few households which eani^ 
even Rs 9,000. The total area under 
cultivation was only 120 acres. The average 
pa household area was only two cents. It 
was backyard cultivation mainly by 
intercropping between coconut trees. The 
GP spent ifoout Rs 55,000. It did not realise 
any money from the participating households. 
It booked this amount as (tromotional 
expenditure. Value of production was 
between Rs 18 and Rs 20 lakh. This 
experiment gave the GP president, membos 
of GP and the agricultural offica tremendous 
confidence. In the current yea they are 
thinking of doubling of production with 10 
variaiesof seeds. ThisyeaGPisregistering 
households who want to participate. It is 
charging Rs 10 as registration fee. Some 
money is being realised from the (xMentisI 
bene^aries of the current yea. Moreova, 
through PRA technique they found out that 
there were 16,000 small (tonds within the 
GP area. This yea they have taken up a 
[)rogramme of renovating these ponds for 
swea wata fish fanning. Tha would give 
additional income to these households. Some 
farmen, on their own have gone in for 
floriculture. Jasmine is a (x^a flowa. It 
fetches a price of Rs 80 pa kg. Some of the 
households are divenifying their product 
mix with flowa, banana and jipgetable. With 
the prospects of doubling of the output, the 
GP is seriously thinking of setting up 
marketing outlets in Alappuzha and 


Einakulam lo aasiue fdT' pdoe to. the 
producen. 

MoWUiMloa of rnanet for peopfo'i plan 
campaign hat given aome windfall n^ts. 
Faith repoted in the maaiei haa been 
handsomely repaid. With aelf-confldence, 
courage and deterntination the poor of 
Kai))ikuzhy are performing amjncie.ltbaa 
caught the imagination of the people in the 
neighbouring GPs who oe le^ng advice 
to launch timlla programmes in their areas. 
Kanjlkuzhy experiment has beconre a 
household name for collective action for 
economic development unda panchaya 
leadership. The people's campaign for 
decentralised plan really started with 
Kalliasseri experiement in local level 
planning. It is a very comprehensive plan 
based on harddau generated through popula 
participation. It was spearheaded by KSSP 
and tlw Centre for Earth Science and the 
Centre for Development Studies along with 
some othaorganisailon (ilayed coHaborati ve 
and supixHtivc roles. It has not been a cake- 
walkallalong. Thereis the legitimatB question 
about what would happen when the euphoria 
about |)eople's(ilan diesdown aftathe Kerala 
Development Congress in Octoba 1997. 
Can this movement be sustained? If not wha 
institutional format should be there to cany 
on the planning process with popula 
participation? How would the annual plans 
for the years 1998-99 to 2001-2002 be 
foamed? Would it be possible to repea this 
process ova agan for five years? According 
to an informal assessment the success rare 
is about 60 per cent. Would the apathy and 
disinterestedness in this 40 pa cent areas 
adversely affect the motivMion and morale 
of the 60 pa cent which succeeded in the 
initial yea? These are tea (xoblems and 
there might not be any ready answa. If 
howeva, 50-60 pa cent of GP could show J 
good results in the productive and soda 
seaors, the movement wou Id catch on. Being 
deeply involved in a similar mobiliiationa 
prognunme of ‘O|)eration Batga’ in the late 
1970s and early 1980s in West Benga, it 
had been the experience of the author tha 
tea success anywhere produced its own 
local 'iiunami' effea. But the ambience has " 
to be favourable. To supixm this movement 
there has to be powa shedding from the 
existing powa centres. It will not be easy, 
who knows it could be the beginning of the 
second freedom movement. 

[The auiha wishes to expieu his gratitude to 
IS Ciilati, vice-ciMimian iia T M ThoraM Isaac, 
metaba, Kenla Stale Phmtini Board fasfiaring 
time lo explain the various phases sad facets of 
die People’s Campaign for the NiMh Ptan and 
fw amaging viiiis to ume Btocfc Pwchayas 
and Cfim Ptncfaayais. and thanks Paiticipatory 
Research in Asia, New Delhi, for orgaaitini his 
ioa of Kerala May S-IO. The views expressed 
■re eniitely of the auilmr.] 
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REVIEWS 


Microview of Industry 

AoindyaScB 

Indnrtrial Conccntratioii ami Perfomiaiicc by Uma S Kambhamptui; Oxf<»id 
University Press, Delhi, 1996; pp xii-f- 212, Rs 395. 


THE industrial sector in most luticms plays 
a major role in determining the rate and 
naiuivof growth. In India,orgBnised industry 
in the private sector was for a long time 
strait-jacketed by the licci'ising regime. The 
macn>-objectivesofthe successive plans were 
sought to be achieved through a system of 
licences, controls and incentives to the small' 
scale sector. In line with this ‘macro- 
mindset', only sporadic investigations were 
cwried out on the structure, condua and 
performance of Indian inthjstrics This has 
led to a situation where macro-policies - 
even policies specifically targeted at the 
industrial sector - have been formulated 
with very little knowledge of actual industry- 
level conditions. 

Uma Kambhampati hat written a book 
that lakes a consistent microview of these 
issues and utilises data on a large number 
of firms to provide us with a broad overview 
of the trends in the private, organised, 
industrial sector. Her work suffers from a 
couple of probleim. First, she uses daui over 
the period 1970-85, i e, she stops about six 
years before the process of liberalisation 
began. Even the Rajiv Gandhi era, which 
wiine.ised the first tentative steps towards 
liberalisation, began in 1984. The 
environment in which Indian industries 
operate has changed drastically since then 
and a number of the trends discovered by 
her might no longer be true. Secondly, she 
had access lo data relating to 974 firms over 
theeiuire period of her study. But whenever 
she is forced to use other sources of data, 
her sample size and period of study both 
have to become spiallm to circumvent non- 
comparability of additional data with the 
basic data source. However, in spite of these 
shortcomings, her book achieves a valuable 
integration of firm-level data with industry- 
level data to piovide the reader with a rich 
picture of ibe private, organised sector in 
India. 

The Struciure-Conducl-Performance 
(SCP) pendigm, as is well known by now, 
•Started by positHating a unidirectional 
iclaiionship between structure, conduct and 
performance. Structure determined conduct 
which in turn determined performance. 
Structure referred to the degree of 
concentration in the industry, iim aize, 
market share, etc. Conduct referred to 
advntising,R andDdecisiansendeoUusion. 


Finally, performance generally referred to 
amimberof variables likeprioe-oMt margins, 
technological progiessiveness, capacity 
utilisation, etc. In the earlier empirical 
literature, coMuct variables were often 
bypassed and variables like price-cost 
margiiis vifetediiecdy related toconcentraiioa 
ratios. 

The theoretical developments in the 
Industrial Organisation (lO) literature 
destroyed this unidirectional fomiulition. 
Conduct and perfonmnice were shown to 
have feedback effects on nusfcet structure. 
For example, by taking actions that 
successfully deter entry, incumbent firms 
can determine the structure of the industry. 
As an extreme case, the contestable markets 
literatuK asserted that there need be no 
relationship between structure andfconduct 
or performance. If entry and exit is easy, 
incumbent firms even in a highly exmeentrat^ 
industry can be forced to behave 
competitively by the threat of potential entry. 
(This kind of result is also thrown up by 
Bertrand competition models, where firms 
have to equate price to marginal cost in 
equilibrium, even though there are only a 
few of them; this happens when identical 
firms engage in price-cutting.) 

How far is the SCP paradigm applicable 
in countries like India? According to 
Mookheijee (1994). “There is little doubt 
that the SCP approach to industrial 
organisation is of considerable value to 
lesearchen and policy-makenin developing 
countries''. He corti^y points out that the 
reformulated SCP pa^igm provides a 
convenient framework for organising 
industrial policy, specially because it takes 
into account non-convexities such as large 
fixed costs and also tries to address dynamic 
issues. Allied with the recent advances in 
GameThcocy, itshoukienablepolicy-raakert 
to judge film conduct in a more sophitticaud 
manner. An example is the tmimilatioii of 
merger guidelines, whidi may bn locally 
wrongifbaiedonlyoq standard concentration 
measures.' 

As s background to the subsequent 
discussion. Kambhampati begins by 
ideiitifying some of the features of the 
hidnsirial sector in India that need tobckept 
in misd. 1 will dilciiss only acouple of thcae 
lo indicaie the difficulties facing empirical 
investigations of industiial e con p ni i a . 


BconoMk and j^iltci^ Waekly' September 27. Ml 


Pint, ho w does one deal with the infonnal 
sector-consisting of both dw tiaofgansed 
sector and the small-scale and cottage 
industries? Consider, for example. Ibe 
tobacco sector where cigarette is 
manufKtiiied by foor gum ooncenis while 
bidi-making is dispersed among a large 
number of fitma in the unoigamsed sector. 
The writer asserts that the bidi market is 
quite distinct from the dgareoe market and 
the two cannot beconakkiedlo be mbstittfca 
for each other. However, dgmatKS come in 
difTerem segments aid the cheapeat am do 
compete directly with bidis. In Caei. the 
substantial ledu^on in the excise duties on 
the ‘mini’ segment of dgaiettes has 
precipitated a coofroDtation between bidi 
and dgareoe raaiMifacturers, with the former 
claiming that the g o v e tmneat is hclpiag the 
MNCs todrive the bidi industry toeatiiietioa 
with all the consequent advoie effects on 
employment genermiott. 

The issue of defining the apprapristt 
maikei/industry. of which the problem of 
including the informal sector is • part has 
always been critical in practical applicalkMS 
of 10 theory. Reliable data on the informal 
sector is hard to obtain. The effect of 
neglecting the informal sector because of 
lack of data depends on the relationship that 
the infotmal sector bean to the fonnal 
sector. If the informal sector exists in 
subcontracting amngemems to the formal 
sector, then the coocemniioa ntioa (CRs) 
calculated only from the formal tenor wiU 
understate the inie extent of maritet power. 
If. on the other hand, the informal sector’s 
products are substitutes foribe formal secur’t 
products, then such CRs will underestimate 
the extent of competition in the induMiy. 

Following the rules adopted by ASl,. 
Kambhampati does include the pr od iict ibn 
of the traditional oigamaed aeqmr os pM 
of the total indoalry outpid. 9ut again 
teems loleadtomomaI6uslkfDfet.lHeli^Mr 
8 . Tabic 8.1 shows that the market dun 
of theieadarn dfedgareneindusliydBtlitiad 
almost contiinioutly from srouadtf per felt 
in 1975 to around 20 per cent in 1983. In 
factihiuuiloetU^iariTCipihacigffefe 
Qu^kcl bini ifKvctipd cooiiflHOttil/ 

and today iritaiida arknond'Mi'per den. 
■flic flgutaswouldfen .aniRsreditla.idlia 
wKhor had beat ta l ki n g about the a^airel 
share of in Ac tobacco pirodbntaninH, 
iactadm^faBt btfflband rjgusmi. fktm 
dun only in the cigareMe na r k et, .. . 

Secondly, the exisseaoenf fmoily-owaed 
industrial housesinln tli a im pli ct twoi hm g t , 
Owe, tfui tire ageucygWblriig af 
of ownemhip 6p9.control «e liki^ tnM 
nBiililfiiiiniirlniiii tiitbiuluia 
diverdficaiion oocin 1^ lettiy up aeit 
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companies in a group, rather than by 
cxteiKling the range of products of the 
existing firms. A consequence of the latter 
is chat the ordinary concentration ratios will 
not litlly capture the market power of large 
firms in various markets. Moreover, firms 
in a group may be able to finance each 
other's plans and thereby avoid reliance on 
market sources for financing expansion. As 
aresuli. the role of profits in financing growth 
wilt appear to be weaker than it is in reality. 
A theory of multi-market oligopoly which 
is needed to capture this phenomenon, is 
yet to be developed. 

One has to be careful in interpreting the 
concenuution ratio measure employed by 
the author. In each industry, she takes the 
ratio as the market share of the largest N 
firms, and then divides the resulting figure 
by N. N obviously differs from industry to 
industry and presumably is identified i n each 
industry by looking at the data. This involves 
an element of arbitrariness. Consider again 
the cigarette industry. ITC is the giant firm 
in the industry, overshadowing the others by 
Its sales figures. Yet there are only four firms 
in the industry, accounting for almost 100 
per cent of the total sales. *016 question then 
is whether the denominator should be 1 or 4 
and depending on the decision taken (which 


is bound to be aifaitrary), the meaniie of 
concentration in the industry would be among 
the highest (0.8) or only moderate (0.25). 

After calculating the concentration ratios, 
and comparing low-CR industries with high- 
CR industries, the author concludes that 
“...the pretence of the public sector and of 
indigenous substitutes provides a counter¬ 
vailing force to the market power of large 
private sector firms in India” This is a 
powerful aigument fwtheexistenceof public 
sector firms arxf one must examine how 
strong the effects of concentration are on 
industry performance. 

Four types of possible determinants of 
concentration are next considered. The 
technical factors include economies of scale 
and cost disadvantage ratios.’ Conduct is 
captured by advertising expenditure, while 
performance is represent^ by price-cost 
margin. Government policy is sought to be 
introduced by a dummy vanable term that 
takes on the value of 0 when the industries 
are free from reservation for the public scctrtr 
firms and I otherwise. The concentration 
ratios in 1984 areregiessedon these variables. 

Some comments on these variables are in 
order. The author takes the average of the 
price-cost maigins over four years (1981-84) 
as her performance variable. As is usual, this 


M the#rfi»-aiwnvecoft nwfin, with all ila 
attendmt conceptual difficulties, which the 
author falls to mention.’ Secondly, the 
govemmem policy variable would not be 
very meaningful today, when almost all 
industries have been taken offpse reserved 
list Thirdly, the minimum efficient scales 
(MBS) are calculated by fitting cost curves 
with the help of pooled crou-section and 
time-series data b^ween the years 1981-84. 
Cost curves ate likely to shift over time if 
input prices fluctuate and/or technical 
changesinprooessesof production take place. 
However,'no time term is introduced in (he 
cost curves to examine whether there is 
evidence of any shifts in these curves over 
time. 

The author finds that technical factors like 
economies of scale are important in 
ex plaining concentration. Theothn variables, 
including the government policy variable, 
all turn out to be insignificant, lliii is a bit 
surprising and indicates that more thought 
should be given to the choice of the 
appropriate policy variable in this context. 

What happened to the concentration ratios 
over the period under study? In the sample 
of 33 industries considered, theconcenuation 
ratio declined in 23 industries, increased in j 
9 and stayed constant in 1. Between 1983 I 
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irtdtM5,tbe ratio decUnfed in 17 indnitriet 
ndincreuedio l5.inaUcaiei,theincmiei 
WQK not mote than 5 percentafc point*. It 
doe* cherefnie appear that indiut^ were 
becomint more competitive in the period 
coosideied. 

If one takes a long-tenn view, then it can 
be asked whether (here was any evidence 
of the emeiBcnce of stable market structures. 
In the methodology adopted, ibe stable/ 
optimum market structure is detmnined by 
technical conditions in the industry, since 
thelong'term ‘optimum* concentration ratio 
is proxied by the ratio of MBS to industry 
output. If, for example, the industry output 
is low and MBS is high, then only a few firms 
can be accommodated in the industry and 
the concentration ratio would be high. 

This sort of approach follows from a natural 
oligopoly argument, with regulators pre¬ 
occupied with minimising indusuy costs. 
However, in India, there has been no regu¬ 
lation of industries with cost-minimisation 
in view in the period under question. Thus 
suppose that technical considerations 
demanded theexistcnceof a small number of 
firms. Inthe absenceofanyregulation,these 
firms might have been colluding and restrict¬ 
ing produaion, therefore not realising mini¬ 
mum costs. There would then be no merit 
in the process of approach to the optimum 
CR. Moreover, in the presence of product 
differentiation, it might make sense to have 
a less concentrated structure, even though 
this might not minimise industry costs. 

The writer develops a series of models, 
where percentage changes in CR an; regressed 
on (i) the gap between percentage changes 
in opdmumand aLtual CRs, (ii) the percentage 
change in optimum CR and (iii) a number 
of independent factors like gn>wth, strategic 
barriers to entry (proxied hy advertising 
expenditure), profit margins, cost 
disjadvantage rattas and government's eniiy 
policy, it is concluded that the changes in 
CR were not explained by (i) or lii). 
Therefore, there appear to be no tendencies 
for convergence to any kind of optimum 
market structure. The growth term comes 
out to he strongly significant in all the 
regressions. The growth rale over the period 
considered^has a negative effect on 
conerntration, as is to he expected. 

In chapter 7, the author takes up the 
daunting task of unearthing evidence of 
collusive behaviour by firms She first looks 
at the direct relationship between levels of 
CK and levels of profitability, and finds that 
'Jm best fit is given by a linear, negative 
relationship between the two. She asserts 
that this might be true either because firms 
in an oligopoly collude or if firms in high 
CR industries are more efficient than those 
in low OI industries. But these are not the 
only possible conclusions from this 
relationship; theory predicts a fall in profits 


offlnneevenwhhiian-coopetBtivebeliavioiir 
as OIK moves from monopoly to oligopoly 
to perCact competitioiL lliis is true, for 
example, in standard Coumot-Nash models 
with (|uanil(y>iealng by firms. 

Collusion is sought to be examined by 
linking up (a) the profit of the 'leader* in 
an industry and (b) the industry profiis. with 
the market share of the leader (SI) vis-a-vis 
the market shares of the next three largest 
firms (S234},^ The idea is that lessening of 
ri valry should imply that an increase in S234 
should increase both the profitability of the 
leader as well as industry profits. It is found 
that SI has a significant positive Impact on 
the profitability of the leading firm as well 
as the industry. S234 has a negative effect 
on the former but a positive effect on the 
latter. The authorconcludesthat these results 
indicate collusive behaviour. At the same 
time, she tests for higher efficiency of firms 
in high CR industries and finds suppon for 
this. 

As recent advances in game theoretic 
models indicate, the question of collusion 
is a vexed one. Direct and obvious indicators 
of collusion must be handled with cauUon. 
Collusion is an industry level phenomenon 
and is deeply based on firm conduct in a 
particular industry. It is debatable whether 
data across industries can provide enough 
support for deducing collusive behaviour in 
any industry. In fact, does .such a notion of 
collusion make any sense at all? One needs 
to carefully evaluate firm-level data to arrive 
at any conclusion. SarkarC 1996), forexample. 
starts from a structural specification of the 
demand and cost functions faced by 
individual firms in one industry, and then 
estimates a separate model tor each type oi 
market conduct. Finally, the 'best' model >s 
chosen using tests of non-ncsted hypoihes' > 

Presumably,the author identifies the largest 
firm (in terms of market share) in the indus'ry 
as the leading firm. But there is a difference 
between the cases where the largest firm's 
market share is far above the market share 
of Iheolher firms (as in the cigarette industry) 
and cases where this share is only slightly 
above that of other large firms. In the first 
ca.se. the market leader is a dominant firm 
and it should be easier for covert collusion 
to take place. 

Moreover, highCR imiu.stnes demonstrate 
evidence of both collusion and higher 
efficiency. But there i.snoeffbn to disentangle 
the relative contributions of these two factors 
by incorporating both of them in a single 
equation. 

In the final section of the book, there are 
three chapters. The first chapter estimates a 
three-equation model of structure, conduct 
andpctfocmance. Sinictuieisai.ihecoiKhict 
variable is adveitiscmenl expenditure and 
petfonnance IS measured hy the pnee-avenge 
coil margin. Each variable is regressed on 
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file cumnt values of othere phis some lagged 
'values. In addition, independent variables 
like the capacity utilisation ratios, the 
interaction of MBS and cost disadvantage 
ratios, lagged growth tenns, etc, are intro¬ 
duced. The system is estimated by using a 
panel data set of 33 industne* across three 
yean(I982-84j The Instiumenul Variables 
method is used. 

The author concludes tliat economics of 
scale are very important in determiniiig 
industry structure and profit margins. The 
volume of advertising seems to depend on 
the ability to finance it. "whether through 
profils, increased capacity utilisation, or 
growth in demand". 

The next chapter examines whether rates 
of profit across industries tend to get 
equalised over time or whether profit 
differentials persist. The rate of profit it 
defined with respect to gross fixed assets 
since there are significant differences in the 
rates of depreciation employed hy different 
industries. The aim is to see whether the 
rate of profit in a particular industry con verges 
to the average of the rates of profit across 
industries. Given the existence of various 
barriers to exit and emry during this period, 
especially due to government policies, one 
would expect to find persistent profit 
clifferentials and ;his is what Iheauthorfinds. 
Moreinteresungisthequesiionofthe source 
of these differentials. The author takes the 
estimated values of the persistence coeffi¬ 
cient, and regresses it on S variables - CR. 
advertisement expenditure, growth rale of 
output, the govemmem policy variable (dis¬ 
cussed eariicrjandthreostdis^anuge ratia 

Both CR iind adsertisemcnl expenditure 
turn out to he significant, while the cost 
disadvantage ratio is insignificant. The 
growth term is also highly significam and 
positive, i-i accordance with expectations. 
The surprising result is that the gove r nment 
policy Variable (which is I for imkisixies 
reserved for the public sector and 0 
otherwi'c). turns out to have u significant 
negative coefficient. The author offers 
various explanations which 1 personally do 
not find compelling. Thisresuhstrengihened 
my feeling that some other goverr.meol 
policy van ah(e would be more apt for sudies 
like this one. 

The linal chapter turns to the question of 
dynamic efficiency. High profits may be 
used to finance hi^ier growth rates and this 
dynamic efficiency factor can outweigh the 
static welfare loss fn^m exercise of maifccl 
power in oligopolistic industries. The autbor 
uses the me of change of gross fixed assets 
to measure growth. Between I982-R4, she 
finds the mean and median growth rales in 
high CR industries to be higher than m the 
low CR industries. The mediaii growth rate 
for the former is sigmfkvitiy higiter than 
the {at|cr. 
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Uiliig proflti before tax ■■ a proportioa 
of fixed auelt to be the meaiufe of 
profitability, the inveitigatea the fdatkMiibip 
between frawth and profitdiilily. She findi 
that proflubility la inaignificant in 
delen^nggiowth in tbeiow-CRiiKhutiies 
and poaitive and aignifkant in high-CR 
induttriea. However, the explanatoiy power 
of the equation ia low in both samples. “More 
importantly, the constant term it tignificam 
and quite large, implying thAalarge propor¬ 
tion of growth in tfim samples is systema¬ 
tically caused by fwxonconnnon to all firms'’. 

As I pointed out at the beginning of this 
review, the time period considered by the 
author in her investigations somewhat 
restricts the applicability of her results to the 
situation that has emerged in the i990s. 
However, the questions she has posed remain 
important, and the hat, with the ttoa set at 
her dispotal, attempted to give preliminaty 
answers to these questions. The breadth of 
her canvas is admirable. Now researchers 
can work with larger and more recent data 
sett and try to investigate each of these 
questions atagreaterle.vel ofsophistication. 
'The book also contains a survey of related 
literature and I found the bibliography to 
be a very useful source of information on 
the existing literature. 


Nntan 

1 At the same time, Meokhodee soonda a note 
of warning. HepoiMsontlhitiheSCPpmdigm 
still coiainnes to treat the firm as a‘black box' 
and thei e ftire Mis to address conoems of 
bUerest to developing natiou. 

2 The cost (ttsadvantage ratio measam how 
higii the avenge coal of a finn ia relative to 
the average cost at the mini mum efficient 
scale. 

3 She does mention them later, ia chapter 9. 

4 It should be noted that Kambbampati 
sometiiiieauaesthe words,‘tales'and‘ouqMit’ 
interchangeably, so that the ‘market ahm', 
say, is defined at Ibe ratio of net sales of each 
fiimto thetotaloatpuioftheinduftiy.Needlets 
losay. ihedeaominaiofmustiiliobe inMnna 
of tales rather than physical output. In other 
places, the denominalor it taken at the value 
of output 
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Child Labour and Children’s Schooling 
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IN the 1990a, a great deal of attention has 
been paid to issues ofehild labour and primary 
educa ti on in India. These two topics have 
been discussed in the press, among non¬ 
government organisations, within the 
govenunent, in academic circles and among 
poficy-makers. However, the debates have 
nsually centred on either primafy education, 
or on child labour, told the linka^ between 
ebikben’s work and schooling have rarely 
been considered in an integrated way. 
Altfaough paying lip-service to each others' 
agenda, researchers and policy-makers 
interested in education focus primarily on 
schools, and activists and journalists working 
towards the eliminatioo of child labour tend 
to concentrate on working children. The 
scpacation of these two spheres is also clear 
when one considers the sources of data thto 
are avaiiaUe. Household surveys provide 
ociails about economic, social and 
occupational structure of families but 
virtually no information is collected on the 
nature of schooling oppostunilies that are 
available. In surveys of educational 
institutions, data is gathered about facilities. 


teachers, and students'enrolment, but nothing 
about students' family backgrounds or how 
they spend their time when not in school. 
Similarly, legal or legislative documents do 
not adequately straddle the two worids in 
which Indian children live - that of work 
and that of schorti. In the academic commu¬ 
nity, demographers do study children's work 
aixl schooling together, but their real interest 
in these questions is driven by the desire to 
understand the longer tun implicatioris for 
fertility and other demographic phenomenon, 
rather than with seeking solutions to the 
problems faced by working children. 

Given this background, Sumi Krishna's 
book Restoring Childhood: Learning, 
Labour and Gender in South Asia comes as 
a refreshing and important step forward in 
thinking about childm's life, their work and 
schooliitg, together in a systematic way. 
Krishna states th« ‘The debate on children's 
rights is fragmented” and that “the linkages 
between children'seducatkm and labour are 
also not well-established” (p 4). This book 
is “not intended to be acomprehensive status 
report. The purpose is laihre to knit together 


aoow of the fihpMnlt in the diaoaiitM, in 
order to provide a (nih (ienpective on 
problems, of eUldren's work and its relatioo 
to universal education” (p 7). Krishna 
skilftilly weaves together evidence from a 
variety of sources such u newspaper 
accounu, policy papers, legal docum^ 
and research studies, and threads her way 
effortleuly between historical conceptions 
of childhood and the current realities of 
child^n's lives. The book is clear in its 
articulation of, and in its discussion around, 
the key current concerns with child labour 
and primary education. It will be a valuable 
resource for a broad audience. 

The chapters in Restoring Childhood have 
inter-link^ themes. Chapters two, three and 
four are devoted to undmtanding the pre¬ 
valent definitions of child labour, discussing 
issues of measurement and reviewing 
estimates of the magnitude of the incidence 
of child labour. Chapter five is concerned 
with the impact of economic trends, while 
chapter six outlines the legal approaches to 
child labour. In the last two chapters of the 
India section, Krishna deliberates on various 
dimensions of universalising elementary 
education. The second and shorter section 
of the book has essays about Pakistan, 
Bangladesh and Sri Lanka. These chapters 
have three different authors. 

According to prevailing views, not all 
children who woA can be characterised as 
child labourers. In chapter three, Krishna 
states that, ‘The argument that all woric is not 
labour, unless it involves some degree of 
exploitation is supported by many including 
the ILO, government of India and chi Idren's 
rights activists" (p 20). It is the “degree of 
exploitation" that is debated and defined in 
different ways by different agencies. Krishna 
outlines how current Indian child labour 
legislation has been i nfluenced by Gandhian 
views as well as by the I9th century 
experiences of industrialisation in Britain, 
and are usually dirreted at regulating or 
eliminating children's work in industrial or 
in hazardous conditions. However, the vast 
majority of India's working children live in 
the villages and work in the fields, at hpme 
and in a variety of rural activities. In particular, 
girls can work long and arduous hours in 
the domestic settings. But current laws do 
not touch the vast majority of these “in visible” 
working children. Krislma's own view is 
thaiconcqttualisations of, and laws regarding 
what constitutes child labour, work and 
exploitation needs to move well beyond 
current norms. Children's work, education 
and rights have to be approached in a more 
comprehensive manner than has been done 
thus far. 

How many child labouren are there in 
India? Is this number increasing or 
decreasing? This question can have many 
difTetenttouwersdependingonhow 'labour' 
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li d«niied and tteamrad. Added to the 
ptoblenii of <M}nltkM and meaMimbeat ii 
the dlfBculty in obtaining reliible flguKM on 
woridng ddldren in India. In cbaiiter four, 
Krishna provides a. quick and incisive 
overview of the statistic that ate available 
and points out the probtenu wMi each set 
of flguies. Pbr example, the 1991 Census 
figures on children's actividet is still not 
available, and thus we have to make do with 
figiirei collected more than 15 years ago in 
the 1981 Census. Her review underscores 
the urgent need to improve the reliability and 
timeliness of collecting statistics that can 
then provide useful inputs into policy 
formulation and implementation. 

Along with the need to clearly define and 
carefully measure the phenomenon of 
children's work, Krishna makes a strong 
case that a comprehensive investigation is 
needed of the impact of changing economic 
structures on children's work. In chapter six, 
she uses examples drawn from different 
studies to illustrate how changes in employ¬ 
ment opportunities for adults affects the 
division of work between children of different 
ages as well as between boys and girls. 
Often, girls are adversely affected. Using 
state level data. Krishna draws tentative links 
between children's and women's partici¬ 
pation in work. In states where women are 
in the workforce in large numbers, the 
incidence of working children is high. While 
she is absolutely right in urging that these 
links be pursu^ further, and in urgently 
demanding that current data be available, 
sbcdoesnottouchonanolderlilerature which 
has attempted to connect various di mens ions 
of the agricultural context to women's and 
children's labour force participation 
[RosenzweigandEvenson 1977:Cain 1977; 
Kanbargi and Kulkami 1985]. 

Much of the current discussion on 
children's work and primary education hinges 
on the perception that Umtc is a negative 
correlation between child labour and 
children's schooling. Like Weiner (1991), 
many believe that if schooling was 
compulsory, child labour would disappear. 
KrisIma forcefully challenges this simplistic 
assumption. In the chapter on uni versalising 
elementary education, she argues that the 
relationship between school drop-out and 
child labour is neither straightforward nor 
direct. .She points to states such as 
Maharashtra that have a high incidence of 
child labour but also have high levels of 
school attendance. 

In fact, Krishna could have gone further 
in pushing her view by pointing to several 
other studies that supp^ her argument. For 
insunce, despite the fact that the 1981 Census 
data ia quite old, the figures do provide a 
useful perspective. In the 1981 Census, 
dnldren in the age group six to 14 were 
cat^orised in the following way: (a)childten 
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who Me in ichool and not working; 

(b) childten who are in school and working 
(i^n workers and marginal workers); 

(c) chUdiBO who are not in school and work¬ 
ing (main workers and marginal workers); 
and (d) children who are not in Khod and 
not working. In moat age-groups, category 
(a) has the highest fraction of children. 
However, msny districts and for several age- 
groups, as a fraction of the child population 
in that age-group, category (d) >8 considerably 
larger than category (c) [Baneiji 1995]. The 
all-India estimate for the entire age-group 
six to 14 shows that approximately 53 per 
cent of chi Idren are i n category (a) (i e, those 
who attend school and do not work), 
approximately 9 per cent in category (b) 
(ic. children who are not in school and 
working), and 38 per cent in category (d) 
(i e. children who are neither in school nor 
working). Chaudhuri (1997) has used the 
term "nowherechildren" to describe children 
who are not working and not in school. He 
indicates that while the number of full-time 
child workers, i e, category (c). has stayed 
more or less at the same level in absolute 
numbers since 1961, the numbers of 
"nowhere children” may actually be rising. 

Traditional debates about child labour 
and children's school attendance ignore this 
residual but targe fraction of "nowhere” 
children. Changes in employment oppor¬ 
tunities. in income-generation, and in the 
quality of schooling available may have a 
differential effect on children of different 
ages and sexes, and may lead to a shifts in 
their participation in work and school. 
Legislating compulsory education may 
“push" children into school, but without 
simuluneousimprovemenisinschoolquality 
and changes in the economic itniclure, 
children and their families may not be able 
to resist the "pull" of factors that bring 
children out of school. 

Krishna cautions that “we do need to strive 
for universal education for many reasons. 
But that does not mean that compulsory 
schooling is the panacea for child labour. 
Comprehensive dataon the educational status 
of woricingchildren is inadequate. However, 
the harsh truth may well be that for many 
children the village school system 
compounds exploitation without relieving 
them of the drudgery of labour” (p lOI). 
Repeatedly, she brings up the issue of gender 
and age segmentation of children's work 
especially in the family. Krishna suggests 
that “compulsory primary eduction up to 
the age of 10 or II years, and a ban on 
children working below that age, could 
probably be achieved especially for boys. 
But by itself this would not significamly 
reduce the overall incidence of childten’s 
work and recorded child labour" (p 102). 

Chapter eight it an atteinfittoconcephialise 
the efforts that have occurred in India to 
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incorporate work into ichoote, and to 
document the iniiiaiivei that hm been 
undertaken to educate working children. 
Krishna believet that GandUaa views of 
socially productive work for children were 
accepted only superficially and thus were 
not seriously implemented in school 
curricula. Although her attempt to catalogue 
recent innovatioiu in primary education is 
not in-depth or wideinscope,liMdcscriptioiia 
of the efforts being made ^ the fovernaenL 
by international agencies 1^ NGOt to bring 
schooling to working children and to 
eliminate child labour we quite detailed. I 
was however disappointed that Krishna did 
not make any serious attempt to place Iheae 
projects either within a c o nc ep t u al map or 
in a larger national or imenuiional conleaL 
Seen at a whole, Krishiui's book has two 
aitiu; one it to force the childteo’t rights 
movemettt to "go beyond restricted and 
gender-biased formuiatioat to a broader 
conceptualisation of children's work” 
(p 157); second, to force poKcy-maken and 
researchers to become sensitive to the 
complexities of children's work and 
schooling, and to explore these linkages 
more carefiiily. The study it not bated on 
prinury data or analysis. But Krishna's fresh 
perspective on these queWions and her skilfiil 
synthesis of available evidence makes tbit 
a useful book for anyone inietetled in 
children's issues. The comprehensive 
bibliography and the well stnictured data 
tables are assets for both lay people as 
well as those who are more knowledgeable. 
Krishna's book raises impottam questions 
about children in coniemparaiy India, k 
provides an incisive overview of mqor 
policies aixl laws, case itiidiet and reacardi 
on vanous dimenskma of child labour and 
primary education. This book will be a 
valuable input into the current debalea on 
child labour and compulaoty schooling. 
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Peasants, Subsistence and the Dairy 
Co-operative in Dry Land 

A Fragile Existence 


VikMhNPuidey 
Akhilcshwar Pathak 

The paper is a study of the dynamic interaction between the text of the dairy co-operative society and the context 
of dry land agriculture in a tribal-peasant set-up. It highlights the intertwining of the normative structure and 
the institutional arrangements (the text) and the socio-economic context resulting in a fragile stability of the 
particular co-operative society. However, with the realignment of the forces (not necessarily located in the, village) 
and the subsequent changes in the institutional arrangements such primary co-operative societies may face 
disintegration. Thereby, the dry regions and largely the subsistence-oriented rural producers may get exposed 
to the reinstated interlocked market. 


CO-OPERATIVES are referred to as 
organisations where people/membcrs ate 
voluntarilyassociaedonthebasisofcoiTunon 
economic interests. The principle for 
governing co-ops is encoded in the by-laws 
of the oTganisalion. The existing co-op socie¬ 
ties are judged by the yardstick of the 
Co-operative Societies Act and the by-laws 
to see whetherthe rules therein are followed 
in the routine governance of the society. 
Thus, adherence to the rules also becomes 
a criterion for judging the performance of 
the co-op societies. Deviating from this 
approach and taking hints from the 
oiganisation theoretic perspectives which 
looks at organisation as ‘emergentthe paper 
attempts to understand the working of one 
primary dairy co-op society in a dryland 
agriculture region and tribal-peasant social 
set-up.' The Sakhandra CoK>p Society has 
a large membership but collects an average 
of only about 100 litres of milk. And yet, 
the society has sustained itself. The paper 
locates the stability of the society in the 
dynamics of the relationship among its 
members (consisting of stratified groups), 
the office-bearers, the prevailing socio¬ 
economic context, especiall y the market, and 
the Kamrup Union. The paper suggests that 
the seemingly discrete facets explain the 
interlinkages and the structural foundations 
of the nature of the co-op society and its 
working. The paper goes on to argue that 
the prescribed fomut for the governance of 
the co-op in terms of co-op principles aixl 
by-laws get alive in certain context where 
tte constituents shape the co-op organisa¬ 
tion and give it the meaning. In this sense, 
the Sakhandra Co-op Society exists in a 
context and is being continuously informed 
by h. The nature of the agrarian lelationa in 
S^handra arc such that the milk transactions 
are not central for most of the villagen. 
However, they sustain tome individuals of 
different social groups and a small number 


of large suppliers, namely. Bharwads and 
thereby an unstated unwrinen coalition seems 
to be at work. Other members do benefit by 
the continued existence of the society despite 
milk transactions being subsidiary. Thus, all 
the interests reproduce the equilibrium which 
ensures the continued existence of the society. 

Organisation as ‘Emergent’ 

If the Sakhandra Group Dughdh Utpadak 
Sahakari Mandali Limit^, despite a large 
membership and a sizeable cattle population 
procures and supplies only an avetageof 120 
litres of milk a day to (he Bodeli chilling 
plam of the Kamrup Union, it is no surprise. 
The issue of transactions in sutplus milk has 
to be located in the context of a tribal-peasant 
society in a dry-land agriculture area. If (he 
Sakhandra co-op does not exactly work the 
way a co-op society is prescribed to work, 
it is again no surprise. The prescribed form 
is read by the members in the reference fnuite 
of their social relationships. The members 
give a meaning and dynamics to the co-ops 
guided by their social context. Thus, if the 
co-op tm managed to sustain itself for a 
decade, the basis for it has to be sought in 
the dynamics of the relationship among 
groups of members, the prevailing markets 
and the Kamrup Union. 

The blueprint for the co-op is coded in its 
by-laws. The by-laws for the primary co-op 
societies of the Kamrup Union are (he same. 
The salient feaiuies of this, like any other 
co-op society, are open membership, 
democratic working through representation 
on the board and non-profit orientation of 
the organisation. The by-law constitutes only 
the desired relationship among the members 
who form the co-op. The enforcemem of the 
binding set of nomu, in other words ‘law’, 
stipulated in the by-laws is «n|h the district 
union and the de part ment oTco-operatiort 

The ‘law in book’ it given. However, H 
IS the constituents who give a meaning to 


the law on the basis of the situation they are 
placed in, prior relalions among themsdves 
and the chuging external environment. The 
meaning given to the law by the constituents 
may not be altogether difTeient horn what 
is intended. It is Just that the law is given 
a life, it becomes a dynamic. The process 
is not peculiar to the co-op, it is a pan of 
the social phenomenon of inrer-relationship 
between law and society. The state imposes 
a law and the constituents give a meaning 
to it and, in the process, re-define the law 
and the state. The state either formalises the 
emergent relationdupbygivingitthe sanctity 
of the law or prohibits it os illegal. In a 
fundamental sense, law it always emergem. 
Thus, it is more meaningful to talk of the 
law in formation than just the existing law 
which is only a snapshot description of the 
existing reality. What is of essence is the 
dynamics by which the law is bang shaped. 
Just as law is eme r gen t so are organisatioas 
which are basically premised on a set of laws. 
That, it is more meaningful to talk of an 
organisation as an emergent phenomenon. 

The nature of the Sakhandra co-op is related 
to three factors: (be role of transactions in 
surplus milk in the village economy, and (he 
reltfionshipamongthe members constituting 
the co-op; and third, (he co-op itself. 

Tr« Context 

The social space in which the co-op is 
embedded can be detailed by the following 
three threads of Sakhandra's social life. The 
first is the persistence of Sakhandra as a 
‘traditional’ peasant society. Family-based 
farm production for self-consumption 
continues to be a Strang cultural value despite 
the penetration of (he market. The second 
aspect of the peasant society it the 
stratificatian within it. This is signifKant 
because stratificaiion in a tribal society is 
counter-intuitive. The third facet is the 
changing rdadonsM pa wMiinthevillagB with 
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chM|e« In ibe economy and the aociety. 
Thus, Sakhandni like any other tribal village, 
nnds itseir in a transition or rather in a state 
of co^istence of the traditional and the 
modem* 

Traditional societies, that is, those societies 
before the rise ofthc modem state and colonial 
penetration, exhibited, in the words ofScott 
(1976) "subsistence elhic". Scott captures 
the peasants in the traditional society in the 
allegory of a person neck deep in water. The 
person’s central concern is the ripple which 
would drown him. The traditional peasants, 
in the contest of chronic food shortage, were 
worried about just sutuisiing. The entire 
worid-vicw of the peasants and the village 
community was guided by this overriding 
concern which informed the crop ping pattern, 
agricultural techniques as well as the social 
relationships {Scoll I976J. 

The centrality of subsistence agriculture 
in the traditional society had a hearing on 
the naiure and role of cattle rcunng. Cattle 
rearing was essentially a pari of the suhsis- 
tence project to provide the vital draught 
power for ugriculiiiral operations. The cattle 
could grare in the vast expaascs of uniM-cu- 
pied land and sustain agricultural production. 

The second aspect of the trihal peasant 
society is the inner stralinciiiiun. If this is 
counter ■intuitive, the reasons arc largely 
histoncal. For the alien colonial rule, the 
communities living in inaccessihle areas did 
not fit in the familiar category of caste and 
became 'tribes' jScngupia I98K:944; Singh 
1978:1221; Paihy 1984:2-4), Tribe' came 
to coTinote a backward and primitive group 
difTerent from the peasant caste sticicly of 
the plains [Sengupta I9KK;943-45|. The 
attempts to univcrsnlisc the concept of a 
'tribe and to present il as distinct tromiMher 
.social gniups led to these societies being 
attributed certain characrenstics including 
single social rank [Paihy I9N4:()|. Dueioihe 
exigencies of ihcadininisiraiion, the concept 
of a 'irihe' which hardly had any sik'Io- 
cullur.il or economic rationale. hMame a 
political adimnisinai vccaicgory and has since 
persisted [Paihy 1984;.3|. 

In reality hsiwcvcr. the trihal societies were 
a pan of the .societies in the plains. Since 
the mi’dicval period, and perhaps even hclorc 
that, the mjpul, Hindu and Mughal rulers 
extended iheir control over the irihal 
population. In the medieval penod. some 
Irihal groups like Bhilsand Gonds had formed 
their own kingdoms This was achieved by 
incorporating the village lieadman and the 
tribal chief in the hicntrehy of rent collectors. 
The tribal chiefs and the village headmen 
played both the rotes; they were peasants and 
also a pan of the chic fomviiion described 
above. They were granted land and a pan 
of the tribute. Along with these kingdoms, 
ihere were chtefdoms spread all over the 
country. 


The tribels were linked to the broader 
hierarchic society. However, the state did not 
have control over the production process 
(Paihy 1984:37], The production process 
was under the control of the peasants. 
Subsistence found ■ soci at basis in the collec¬ 
tive ulentiiy of the village community and 
in the rituals and culture of the collective 
(Haimendorf I982|. The village communi¬ 
ties had a well-denned boundary of their 
domain. The village headman represented 
the village and protected the territory from 
others; allocated common Land for cultivation; 
settled disputes; ensured propitiation of 
deities: and organised communal work and 
collected revenue for the tribal chief 
[Haimendorf 1982:9; Sachchidananda 
1990:280). 

In this arrangemern. the very existence of 
an organised form implied a certain paticrn 
of relationships and differences in the 
.status and privileges of the village headman 
(Pathy 1984:21; Singh 1978:1324). The 
incorporation of the tribal chiefs and the 
village headmen in the broader hierarchic 
society further enhanced their position. The 
colonial state supplanted itself over the 
existing local structures (Pathy 19K4:S6-()I; 
Singh 1978:1322). This furthcrstratificd the 
societies and, to some extent, restructured 
the social relationships. The process ot 
rc.struciuring continued and inlcnsincd after 
independence. 

If .stnilificalinn in inbal-peasani villages 
IS to be expected, it is manifest in Sakhandra. 
Sakhandra has a mixed population of three 
socunt groups in addition to Harijans. Rathwas 
(including KolisandBarias). Bharwads.and 
Naiks. Rathwas occupying the apex position 
in the social hierarchy have traditionally 
been agriculiunsts. The he.-idnian u.scd lo he 
a Rathwa. The Naiks arc also a Irihal pcasani 
group, however, they occupy the bottom of 
social hierarchy in the polity of Sakhandra. 
The Bharwods arc laic .settlers in the village. 
The forefathers ot the Bharwods migrated 
from Saurashira. The Bharwods arc a cattle 
rearing group. Thus, Sakhandra has three 
social groups svilh different sixnal positions. 

Sakhandra, like several inhol areas m 
Gujarat, remained a pun ot the pnnccly states. 
The pri nccly St jtc used to col Icci land revenue 
on the ba.sisol landholding from the peasants 
through an agent hosed in a Kalupur village. 
The headman was respon.siblc for ensuring 
that ail the peasants of his village paid the 
land revenue. Typically, the stole had an 
interest in the produce but did not have 
control on the production pr<x;ess. However, 
changes sianoi coming with the e mer g ence 
of ihc Bnitsh rule. The market ecoiKitny 
penetrated the mc,i and land revenue came 
to he charged in cash. The pcasaiUs were 
forced to produce surplus from their land. 
The early commcrciallviiion of the western 
part of the country created the environment 


as well as the pressure to (raiisaci with the 
market, coupM with the eagerncu of the 
colonial state towards production of cotton 
(For details sec Bagchi 1912). As a result, 
the peasants who used to grow traditional 
crops like maize, pulses and jowar were 
compelled to grow cotton in the early pan 
of ihc 20ih ccniury. 

The t ransacii on with the market was routed 
through moneylenders. The moneyiaiders 
would manage all Ihc money of the peasants 
who. I n turn would su pply ihm the surpluses, 
particularly cotton, which the moneylcfider 
would sell forward. Even if the peasaMs had 
to buy something from the Bedell market, 
they would get a chh from the moneyleiMkr 
who would settle the account. Thus, the 
peasants came in contact with the nuuket 
fairly early. In the subM:qucnt yean, the 
market has penetrated in a significant manner 
affetiing ihc social groups differently. 

The Social Grouk 

The Bharwods were a cattle rearing group 
and have remained so. The cluster of 1 1 
hou '■cholds are all related with their ancestry 
located in one family which settled in the 
village two or three generations ago. The 
Bharwods have managed lo acquire land. 
This has been possible because, till recently, 
the constraini ng factor was not the availability 
of land hut the labour to cultivate it. In fau. 
m all the tribal areas, landholding was not 
so much a problem. 'The problem, however, 
was to find access to productive land of good 
quality.' Dc.vpite the landholdings, the major 
occupation of the B'ltanx-ads continues lo be 
cattle rearing. 

U nlike the Rathwas who keep tradittonal 
cattle stock, the Bharwads get the cattle 
slock, mainly cous, from S.uirashlra. 'They 
also have a bull to maintain the quality of 
the Slock. The better nock of cattle yields 
larger quantities of milk, however, canie 
rearing requires intensive managemeiH 
practices. The Bharwads do not hold a large 
number of cattle as compared to others. But, 
the cattle stock is fed green fodder and canic 
feed. Theindinaiion ofthc Bharwadsiowanis 
dairying as compared to agriculture is 


T ARLS I ' Social Gtniirs in Sakhandra 


Castc/Trihal Croup 

Number of Families 

Rathwa 

190 

Naiks 

too 

Harijan 

.1 

Bhorvads 

11 

Muslim 

7 

Tout 

271 


TAai.c 2- L^MDUiXMnas of Bhabwads 


tinaciea) 

Total ogriculliiral land of Sakhandra 900 

Area of ogrKDhund land held by Blwweda 92 
Average Btiarwad tmldiiig 4.S 
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apparent from the fact that they maintain a 
small number of bullocka compared to the 
cattle population. 

The Bharwads are conspicuous by their 
appearance and the distinct language they 
sp^ among themselves. They wear their 
traditional turban andeairings.The Bharwad 
women wear colourful dresses. They wear 
their traditional dress on ceremonial 
occasions. The Bharwads maintain contact 
with their community in Saurashtra. They 
marry within their community only. Till 
recently the Bharwads had not moved away 
from their traditional occupation. However, 
now some children have taken to school 
education. It is understandable that this group 
would have stakes in the milk co-op society. 

The Rathwas are agriculturists. Since the 
rainfed dry land agriculture can support only 
the kharif crop, cotton cultivation has 
penetrated the Rathwa’s economy in a migor 
way. They grow mairc. jowar. pulses and 
beans on a field. The next year, on the same 
ndd, only cotton is grown. Thus, half the 
land is pul to cotton and the other half to 
cereal production alternately. 

Cotton cultivation is adopted by the rich 
and the poor pcasams alike. If a peasant has 
a tiny holding, he intermixes all the crops. 
Colton is sold in themarkd. Maizeand jowar 
are mainly for self-consumption and arc sold 
only in exceptional situations. Pulses are 
consumed as well as sold. Thus, maize, jowar 
and pulses form the standard part of the diet. 
The poor who cannot produce its 
requirements, buy wheat which is cheaper 
than the other cereals,'* 

The production of cotton has been going 
through changes. The sturdy traditional 
variety has given way to the high yielding 
varieties. Though the yield and market value 
of the improved variety is better' it requires 
better cropcareand increasingly larger dosage 
of fertilisers and pesticides. If the crop is 
intensively managed, an acre can yield about 
400 kg of cotton. But. intensive inputs like 
fertilisers and pesticides require cash, 
something which is in short supply. 
Consequently, the dosages of fertiliser are 
low and usually supplemented by cowdung 
manure. The use of pesticides, however, is 
inevitable. The market oriented production 
in the area has been going through the crisis 
of diminishing return in agriculture, as 
articulately expressed by the likes of 
Mahendra Singh Tikait. 'The peasants of 
Sakhandra are content just to grumble. 

The adoption of modern farming 
techniques is constrained by natural and 
cultural factors. The village has one tractor 
owned by a middle cla.ss peasant. However, 
the tractor is used more for ferrying 
passengers and loading goods than for 
agncullural operations. The undulating 
terrain makes the fields difficult for the use 
of tractors. Further, the peasanu tend to rdy 


more on bullocks than tnclon. The village 
haa seen the installalkin of icvml pump 
sets. This has largely been facilitated by 
government subsidy and loan. It costs about 
Rs 20.000 to dig a well and install a pump 
set. The government has subsidised this up 
to 75 per cent for the small and margin^ 
fanners among the tribals. However, most 
of the digging has been unsuccessful because 
the water table is a lot lowerthan it is possible 
to dig. Further, a peasant who takes a loon 
may nut strike water in his ground, even if 
he docs the quantity it too low to run the 
pump continuously. The pump is run for 
some lime and then stopped for the well to 
recharge. Thus, agriculture has continued to 
be rainfed. 

The Naikas arc mu only at the bottom of 
the social hierarchy but also economically 
the weakest ofihc lot. In the tribal areas, one 
rarely finds a landless person. The Naikas 
do hold a small piece of land which is often 
degraded and noi enough to provide them 
with sufficient subsistence. Hence, they 
migrate in search of employment and come 
back in March/April. Some (families are away 
most of the year. They come to the village 
only for a bnct penod. Almost the entire 
Naika population except theoldandchildrcn 
migrate. A few stay behind to cultivate the 
meagre landholdings. Most of them do not 
have a.ssels like cattle. At the most, they have 
a bullock which (hey share with others to 
plough their fields. 

Apart from migration, they enntribute in 
the local labour fotre. About 20 persons, 
including Naikas work as wage lahmrers in 
the diamond cutting and polishing units in 
Bodeli. Another 15-20 manage to get 
employed on daily wages in Bodeli and on 
the farms in the ncighbourlKKxl. The Naikas 
also provide the wage labour to the fields 
of Rathwas. For this, they get cash and one 
meal. Wage labour is supplemented by other 
traditional occupation. Collecting minor 
forest produce like Mahua seeds and flower 
and bcedi leaves from the depleting forests 
contributes to their income. One Naika family 
looks after Ihe vj| lage cattle populal ion. The 
family takes all the cattle of the village to 
graze in forests and brings back the cattle 
in the evening. The cattle owners give Rs 
30 per cattle and 20 kg of maize at the end 
of the year. 

It is understandable that the milk co-op 
society would be in the periphery of the 
social world of the groups of Naikas who 
do not live in Sakhandra most of the lime 
and do not have any surplus milk production. 
It is not surprising that of the 100 Naika 
households only I wo households are members 
of the society. Thus, it can be expected that 
as a social group, they would not have a 
strong interest in the co-op. 

This bripgs our focus back to the Rathwas 
and further startification in Ihe traditional 


society. The entry of Die stale system in the 
Iribsl iress wu through the traditiona] 
institution of the village headnum. He was 
the contact point for the.state. He had the 
maximum exposure to the ways of the state 
and the changes the slate was bringing about 
in the village. He wasbouqdon theone hand, 
by the traditional role of giving solidarity to 
the village and on the other hand, by the 
overpowering nature of the state and the 
temptation of aligning with it. An outlet for 1 

articulation of Ihe traditional power in the 
modern system has been through theelection 
for the positions of ward member and sar- 
panch. Holding the key position gives 
proximity to the administration and thus a 
new power in the eyes of the villagers. 

With the introduction of Ihe Panchayati 
Raj, Ramji Bhai, from Ihe family of the 
traditional village headman, became Ihe 
uncontested sarpanch. Owing 15 acres of 
land he is one of Ihe large landowner and 
has the biggest house in the village. He 
continued in the ofTice uncontested for three 
consecutive terms. He opted out of the office 
due to old age. Sodhu Rhai Rathwa, another 
big landholder peasant of the village, 
succeeded him. 

The spread of education has been another 
crystallising factor. There has been some 
upward mobility for those who could receive 
early education. Kiran Bhai a retired school 
teacher was one of the first educated from 
the village. The educated could take the 
benefit flfthe reservation policy. Now.aboul 
15 people, mostly Rathwas, are government 
employees. The educated found themselves 
eligible for Ihe po.slsof .school teacher, village 
level worker and talati. However, only the 
village elites saw the relevance of early 
education and could afford to educate their 
children. For instance, Ramji Bhai’s son is 
a talati in a neighbouring village. 

Now. most villagers recognise the 
relevance of education. The village earlier 
had tribal groups like Koli, Bariaand Rathwa. 

The tribal groups did not have any social 
differentiation. However, the Kolis and the 
Bariasdid not get the benefit of Ihe reservation 
policy. So. they changed their identification 
to become Rathwas. Most oft hem would like 
their children to be educated. Sakhandra has 
a school up to .seventh standard. The school 
has enroll^ 239 students but not all of them 
are from Sakhandra. However, the drop out 


Tasi£ X. Animal PnrliLAnoN of Bhaxwads 


Animal 


Number 



Bharwads Village 

Av HoMing 
of Bhaiwad 

Milch animal 

44 

980 

4 

Bullock 

08 

350 

1 

Calf 

33 


3 

Total no of 
animals 

85 

13.50 
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milltalM igaioit the tubdttence praject of .peopteHvingioSaUiendra,KanMaRdf(ahi- 


nte li maximum hi the flnt and the lecond 
ftandanti. Moat paremi send their children 
to the field after the seventh standard. If the 
children have to go to Bodeli to join the high 
school, it means additional hands to wotit 
on the field would be away. 

Moreover, the costof high school education 
in lemns of the cost of books and the bus 
fare toBodeliisunafTordable for the peasants. 
Itisnosurprisethatonlyabout 10-13students 
go to Bo^li to the high school. 

To some extent, the problem has been 
overcome by free education and hostel 
facilities provided by the state government. 
For example. Som Singh Rathwa. the 
secretary of the co-op, is a middle peasant. 
But his children study in residential schools. 
Thceldest one attends high school in Bodeli, 
the nearest taluka headquarter. The village 
itsel fhas a school. Several chi idren from the 
Rathwa families go to Boddi to attend a 
college. However, for the majority of the 
Rathwas, agriculture continues to be the 
dominant form of occupation. 

SlIBSISTEMCE EtIIIT 

Thus, the traditional society is in transition 
and yet in a fundamental sense, it retains its 
values as a trihal-pcasani society. A member 
of this society io the course of his socialisa¬ 
tion. acquires certain values in relation to 
which he defines himselfand his relationship 
with others and his environment. In 
expressing the changed material context, he 
is bound by the past, culture and his self- 
images (Scott 1976]. Cohn argues that 
people live their lives in the reference frame 
of their past culture and experiences 
People cannot act as maximisers - either out 
of self interest nr out of deep psychological 
conditioning... wiihoui ihc pre-existence of 
meaning in cullival terms [Cohn 1990:41] 
The Sakhandra peasants insist on 
'subsistence ethic'. To ask why he should 
not become completely market-driven/ 
oriented is to negate his past experiences and 
culture. At the same time, to insist that they 
should continueiobc what they were irrespec¬ 
tive of the material changes, is to treat culture 
in a static framework. After all. the peasants 
have changed to produce cotton. Had there 
been irrigation.' like the neighbouring Patel 
villages, they just might have become 
completely market-oriented. Economic 
relationships are produced in a cultural 
context and culture is oKidificd in an 
economic environment. The way Sakhandra 
has evolved.the higandihe .small landholding 
peasants alike continue to insist on 
subsistence agriculture. This has certain 
imperatives for milk production in general. 

Cattle rearing as a part of the subsistence 
agricultural practices continues In retain its 
traditional form. 'Modcmisalion' of milk 
production is premised on upgrading the 
cable slock. However, upgrading the stock 


the peasantx. The sturdy iradldanal stock can 
withstand adverse climatic conditions and 
scarcity of fodder. The upgrMled breeds 
require Urge input of green fodder and cattle 
feed. The exoik breeds do not have a hump 
for resting the plough. Further, the upgrarM 
atockisnotaUeto withstand extremeclimatic 
conditions like heat. Nodoubt if tbeupgraded 
slock is managed properly, which includes 
feeding green fodder, the milk yield is a lot 
higher. However, increasing the milk yield 
is not the project of the peasants. Their 
concern is to sustain agriculiure.'By contrast, 
in the same environmental conditions, the 
Bharwads are primarily dairymen. 

Despite the continued ernfmasis on cattle 
as a sourceofdraught power, like agriculture, 
cattle rearing has also gone through some 
degree of commercialisation. With the 
extension of agriculture, grazing lands have 
shrunk. The peasants with small and middle 
level landhoktings do not have enough crop 
residue from single rainfed agriculture to 
feed the cattlethiDughtheyeu. Hence, fodder 
has to be purchased between March and June 
from the neighbouring irrigated areas which 
arccropped throughout the year. One animal 
consumes about 20 to 30 kg of dry fodder 
while a quintal of dry fodder costs Rs 30. 
It is not necessary Ihm the cash input must 
be recovered from the cattle rearing itself. 
The money spent on catticfccd can he 
recovered from agricultuie also. Neverthe¬ 
less, the overall context of commercialisa¬ 
tion requires generating surplus produce 
from cattle population, even if this is not its 
main role- 

Phimaby Milk Co-ow.kative Society 

The Sakhandra Milk Co-op Society is a 
pan of the federated structure of the Kamtup 
union. Sakhandra is in Meetpur taluka of 
Kamrup disiricr. The Sakhandra co-op 
potentially caters to a population of 3,000 


pur villagei. The co-op ataited nwerioninf 
in March 1981 and was ngislerad in July 
1982. The co-op now hat a m e mb ership of 
126 people. Mott of the memben ate from 
Sakhandra. The governing body contists of 
nine members. Elections have never been 
held in Sakhandra, neither for the pancbayai 
nor for (he co-op. The m emben snd the 
oflice-beaiers are unanimously elected. 

A primary milk co-op has to be negotitued 
in a social space where the Bharwads will 
potemislly have an interest in the co4p 
while others will alto have stakes to the 
extent that they are suppliers of small 
quantities of surplus milk. However, (he 
total yield of milk would continue to be 
limited due to the agrarian rdiaionf described 
above. From the social space, we cvi make 
these broad conclusions. Further details can 
be seen only exploring the way the co¬ 
op has come into being and relitionahipt 
have been mediated. The secretary of the co¬ 
op can be one vantage point for such an 
exploration. 

Som Singh is a middie peasanL The joint 
family of four brothers and parents was 
divid^ as a result. Som Singh now holds 
2 acres of land. Som Singh and his brother 
Vikram have paired up. Vikram looks after 
agnculiure and Som Singh has diversified 
his activity. Som Singh is educated. He was 
appointed the secretary when the co-op was 
frarned. Subsequently he started a flour miU. 

Running the flour mill it a day-long 
occupation. People come throughout the day 
to give grain for grinding. The power supply 
is erratic. The machine hat to be run when 
the power comes. The flour mill keeps Som 
Singh occupied throughout the ^y. In 
addition to the flour mill, Som Singh looks 
afier other things which need to be done at 
home. He also has to moinuin (he co-op 
accoums though it does not require much 
effort. The register for milk proc uremen t 


Tasle 4 Vali'f of Cow Milk Sold iv the Memmks 
(13 largcil suppliers) (1990.41) 


S No Casie 

Land 

Cow 

Bullock 

Calf 

Total 

AmooM ia Rs 

1 Bhurwad 

y 

h 

0 

4 

10 

I.3I7I.2S 

2 Rathwa 

2 

8 

2 

6 

16 

10378.41 

i Rathwa 

3-3 

4 

4 

6 

14 

10276.32 

4 Bharwad 

7 

3 

0 

4 

7 

9091.77 

S Bharwad 

3 

3 

2 

3 

& 

8.343.04 

6 Bharwad 

3 

3 

2 

3 

8 

8164.08 

7 Bharwad 

3 

2 

1 

2 

5 

6318.53 

8 Bharwad 

8 

a 

2 

3 

10 

6323.37 

9 Ralhwa 

0 

1 

0 

1 

2 

5703.53 

10 Bharwad 

3 

4 

t 

2 

7 

4863.60 

11 Bana 

6 

2 

2 

1 

5 

.3911.23 

12 Bharwad 

4 

3 

0 

2 

5 

3493.77 

l.t Rathwa 

7 

4 

2 

3 

9 

306.3.74 

14 Koh 

6 

2 

2 

3 

7 

2933.77 

1.3 Palel 

Total 

Total of co-op 
Percentage 

20 

4 . 

2 

4 

to 

274 

41 

2913.91 

9915254 

128757..30 

77 
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contains standard columns for entering Ibe 
amount of milk poured, itie fat content and 
the proportionate price payable to the mem- 
hers. Since the number of people who pour 
milk is small, it does not require much time. 

The daily schedule is something like this. 
The van to collect milk comes at seven in 
the morning. Milk has to he poured in the 
cans hcTore the van comes. Milk pouring 
starts around 6.30 am. Som Singh has two 
assistants, one to carry out testing and the 
other for measuring milk and pounng it in 
the i-ans. The assistant measures milk and 
takes a s;iinple in a numhered tube before 
pouring It in a can. Som Singh enters the 
amount against the name of the member. By 
7.00 am the cans arc loaded in the van. .Som 
Singh is free after that. The milk tester has 
to test the fat content of the milk .samples. 
Som Singh or his assistant has to enter the 
fat content in the register corresponding to 
the quantity of milk poured hy each member. 
The .same process has to be repeated in the 
evening between 6..30 pin and 7.00 pm. 

The Union pays the amount due to the 
society after 10 days. The payment is 
accompanied with a staiemc ii of milk 
received m the morning and evening of each 
day for thai period, the total fat content 
suppliedmthcfonnight.andihesumpayablc. 
Som Singh has to total the amount payable 
to each member on the basis of entries made 
i n the register and pay the money. In uddii ion 
10 this, the monthly requirement of cattle 
feed 'dan' has to he cnilceied and .sold to 
the members. On the whole, there is not 
much Som Singh has to do. 

The co-op. as prescribed by the union. 
p.iys him Rs 300. Tliis may seem a small sum 
lor being a full-time secretary. However, the 
best judge of this is Som Singh himself 
In the monetised economy, cash is needed 
but. there are not very many opportunities 
to cam cash. The niinfcd agriculture coupled 
with the subsistence agriculture has limited 
potential of yielding cash and at the same 
time. It leaves enough lime on hand. Som 
Singh has already diversified his activity and 
therefore, would not like to and dues not 
need to'do wage labour. Due to limited 
surplus, there is no potential of getting into 
trade. In this overall context of money being 
a scarce commcxiity, Rs 300 becomes a 
considerable sum. Though, if somebody had 
to rely only on this, it would have been a 
small sum. For Som Singh, it is a .subsidiary 
acti vity which he can attend to while manning 
hi.s flour mill. In .addition to the linancial 
regards, the post has its own prestige and 
it gives him a pruminenl position and say 
in the village politics. In important matters. 
Som Singh is consulted. Thus, he would 
have a strong interest in mobilising milk 
collection to ensure that at least the 
requirement of minimum collection of milk 
is lulftlled. 


f" 

The other group which potentially would 
have an interest in the co-op are the Bharwads 
who have to sell milk or milk products for 
thei r It velihood. The problem can be ex plorcd 
by asking what if the co-op docs not exist. 
IIk nearest possible market for milk is Bodeli. 
The pos.sihle sources for cun.sumption of 
milk are the sweet shops, the tea vendors, 
the local inhabitants and the newly 
constructed colonics for the Narmada dam 
project. If a Bhorwad intends to sell his milk 
in the Bodeli market, he can always do so. 
But he will face many problems as described 
below. 

Bodeli is 11 km fmmSakliandra hence the 
first problem is that of transport. The .stale 
transport buses ply in Bodeli, hut, milk cans 
cannot he loaded on the buses. There arc also 
tempos which ply on the road. If this option 
is tollowcd. It is c.s.scntially a full-day Job 
to find a tempo, carry the can to the points 
where milk has to be delivered and find a 
transport back to Sakhnndra. This has to he 
dune twice a day. morning and evening. An 
alternative is to make (he capital investment 
of im ning one's own transport like a motor¬ 
cycle or a moped. These options arc viable 
only if thequantily of milk is large, say about 
40 litres of milk each time. The problem then 
wou Id he; i f a person i s away day long, who 
would look after the cattle. Since the 
Bharwads do intensi vc management of cattle 
rcaring.it requires manpowenn taking cattle 
to graze and collecting green fodder. 
Technically, any person can get in the trade 
of milk. However, occupations do not arise 
in a social vacuum. 

Even if milk can be transported to Bodeli. 
the market for milk isuncertain. The demand 
o f sweet shops I s not regu I ar. The tea vendors 
may he a regular client, and. one would have 
In find several of them to .sell all the milk. 
The problem is tunher coiiipoiinJed if one 
ha.s to go from house to house .selling small 
quantities of milk. Further, the Bharwads 
would have locompcic wi ih the neighboun ng 
villages who can cycle down to sell small 
quantities of milk and get hack to their village 
to attend to their work. Since milk comes 
trom the neighbouring villages, there arc not 
very many opportunities for the market to 
continue to expand perpetually. The market 
price for milk in Bodeli varies from Rs 3 
to Rs K per litre depending on the quality 
of i6i Ik. In addition lo Ihi.s. a Bhurwad would 
not have enough milk to .supply nn his own. 
He would noed to collect it from others. 

If the co-op was nut there, the Bharwads 
would have organi.scd a system to sell their 
milk in Bodeli. In fact, despite the co-op, 
one Bhorwad has been .selling his milk lo 
Bodeli. He has given his cattle to his elder 
brother's son lo graze and be pays hi m mnney. 
He takes IS litres of milk dbh lime on his 
moped to Bodeli. In addition to the milk 
trade, he runs a flour mill. The two 


^ ^ ~ 

occupations put Together ulisiain. him. 
However, be fimk It difficult and he plus 
to join the co-op again. On the whole, the 
distance from Bodeli and the limiled nature 
of the market makes the co-op an auraclive 
proposition If the price parity is not too 
unfavourable. Thus, the Bhorw^sconstilute 
the other group that has a mtuor stoke in the 
co-ops. 

AsshowninTahlc4,in 1990-91, just eight 
Bhorwad families contributed 30 per cent of , 
the total milk business of the co-op. The 
iransactinns of the members with the co-op 
are highly skewed. Of the 4K memben who 
poured milk in the year, the lop IS alone 
contributed 77 per cent of the milk business, i 
TheinclusionofthcBharwadsintb' rnlcgory J 
is not surpri.sing. However, the sitri.ilinn of 
the non-Bharwadsinthis list dc.scrves further 
cxplonilion. 

Kadyn .Sita has a large cattle population. ' 
Thus, on an average, he always has surplus 
milk. Vikram Jita and his brother Bhu 
constitute a joint family. Their cattle 
popu lotion IS forge, they arc also enterprising. 
Manihen is an exception. With just one cow, 
she manages to contrihulc u large quantity 
of milk to tlK co-op. This is a case of the g 
records not managing to capture the fact that 
she is a member of a joint family which has 
a larger cattle population. The inclusion of 
other non-Bharwad persons is contingent on 
their cow being in lactation in a particular 
year. Several persons with larger or similar 
number of cattle arc not in the list wfkle 
others arc. The rca.son is, it is contingent on 
the I act whether the cows arc in lactation that 
year or not. For instano.'. in January I991-9Z 
of the non-Bharwails, only Kadya Sila's 
lainily, Vikram Jila and Dalsukh continued 
to be in the lislof the tup IS suppliers. Others 
who are lower down in ihc list moved up. 
Thus, ihc Bharwad.s coiiiinue to be the 
dominant suppliers of milk whilcoihcrs move 
in an our of this category form year to year. 

Tfre Raihwas nciih^ have enough surplus 
milk nor is it too important for them to sell 
It. Those who have a relatively large surplus, 
and there arc not very many of them, share 
the iniei'csts of the Bharwads. The rest are 
supplict's .-rf small quantities of milk. If Ihc 
co-op was not (here, they would have sold 
it to anyone willing lo sell it in Bodeli. Or 
they would have con.sumed it or converted 
it into ghee. 

Now. let as move closer and sec how the 
difleren. interests arc being mediated in the 
co-op society. The milk co-op does not cairj' 
out milk ic.sting. This is a crucial aspect ol 
the relationship among the members in the 
co-op. In the existing arrangement, the 
primary society has to buy milk from the 
members after testing the fat content. Milk 
of different fat perccntagcii is mixed in cam 
and supplied to the union. The union pays 
for the t<»al fat and not for the vohnne of 
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I milk tuppliad Pkirther, the /or fat per 
I ks if ia leims of slabs of cotti’entnuion of 
I tat in milk. In other words, milk which is 
A dilute in fat content gets less tor the same 
' ^ amount of fat. In this arrangemem, the union 
I pays for the total fat content and this sum 
I IS distributed to the members in piuponiun 
of the fat content in milk supplied by them, 
j However, if the fat testing is not done at the 
X' primary level.ihere is no basis for fixing the 
proportion m which the sum received fmm 
' the unidn is to be distributed. But fim. whui 
\ are the reasons for milk testing not being 
' done? 

One reason is the pnKCss ftf milk testing 
I itself. When a person pours milk, a sample 
> las to be taken out in a pre-numbcied iiihi'. 
kfler the milk collection is over, a specific J 
.ulumc of milk from the sample has to fe 
]P ^ixed with fixed quantities ot acid and uth>-r 
, d chemicals. Then the mixture made from cai h 
tjfthcsamplcshasiobcpuiinamcchanically 
operated ccranfugc. After ccnlnliiging i.ic 
mixture, the readings have to he rccordci. 
The pipettes and the tubes for sample h:>vc 
to be washed for the next session. The whole 
process is messy and risky because .icid 
might spill on ihc body of the person who 
y is paid for milk testing. Snm Singh has to 
he around to record the readings. At night, 
if there is no electricity this wmk has i<i he 
done in lantern light. Water has to he brought 
in buckets to wash the tubes Technically, 
the sample can he left Ihc way it is and it 
can be put in the ceninfuge in the morning. 
However, this would mean that the whole 
'pcrulion would need to he deme twice in 
monung. In other words, if tcshiig can 
done away with, it would be convenient 
all the persons managing the co-cp. Milk 
I 'Sling adds to the bulk of the work nl Sum 
I I ingh and his team. 

I / If fat testing is not dune, what should be 
fihe basis for distributing the .sum foccived 
y from the union? The milk which goes Irom 
the .society in cans is ic.sicd in the labs ot 
the union. When the van comes ti- collect 
milk. It brings a slip ot paper which 
records the tat content »f the milk .supplied 
hy the co-op the previous time Som Singh 
claims that he uniformly assigns iho same 
fat content for all the members. However, 
a study ot the register showed that while 
most hod the .same entry the deiuiis lor some 
were different. 

Ilw omission of fat testing has certain 
ramiricalions.Thal water should not he mixed 
in milk is an acquired norm. In the case of 
•he dairy co,ops. the members aci|uiie it by 
realising that it does nut pay. .Sin^e the price 
IS paid for solid and lai content and not the 
volume of milk, it is tuiile to add water. On 
the contrary, one may he a loser il milk falls 
in a lower density slob. However, if milk 
testing is not done, as in Sakhandra, it is a 
different story altogether. 


If evetybody is paid on the basis of the 
fat conteui declared by the union, there is 
an dement of cross-subsidisation. Further, 
il everybody mixes water in the same 
proportion, no further cross-subsidisation 
lolcM place. This is irrespective of the volume 
of milk supplied. However, if waieris mixed 
in different proportions, there would be 
further cross-.subsidi.sation. In a situation 
where everybody mixes water, Som Singh 
can act tough with Ihc small suppliers 
selectively. For instance, the presence of 
out sitters led to a lactometer being used. .Som 
Singh told a girl supplying hal f a litre of milk 
to take back the milk and to tell her mother 
not to mix water. While to a Bharwur pounng 
10 litres, oil he could do was laugh and say 
he should not mix water. However, there is 
a limit to the amount of water which can he 
added. It everyone continues to do so, the 
aggregate density will come down and the 
rate for the fat per hire will fall in a lower 
bracket. If this happens, everybody lose.s in 
the process. Thus, cverytime this happens. 
Som Singh must intervene and makcit known 
that water should not he added. 

There is no reason to suspect tlu; the 
Hharwads as a group of large suppliers are 
being favoured over the small suppliers In 
fact, in January 1991. the average rale >il 
which the co-op made payments to the 
Hharwads was Rs4..^l per litre while Inrihe 
nnn-Bharwads it was Rs 4.50 per litre. 
Similarly, Ihc large suppliers were paid at 
the rale of Rs 4.27 per litre while others got 
Rs 4.r>0 per litre. If anything, if there is aiiv 
discretion in Ihc nutter, it would he at an 
individtuil level The point, however, is that 
even if Som Singh wants lo he partisan, there 
IS a limit to It. Beyond .s point, the RharwuUs 
can create an alternative structure to sufiply 
milk to Bodeli. Som Singh cannot altord lo 
ln.se the mcmhcrshipol the Bharwadsbccausc 
that would render the co-op detuncl. 

If SomSingh isdependcniimihe Rh.irw.-tds. 
they are also dcpcrkdcni on the co-op. It' an 
individual Bharwad decides not lo supply to 
the co-op. It would cause him immense 
hardship as he would stand alone in the 
Hodeli market. Further. Iho Raihwas are at 
iheapcx ofthccasic/inbc hierarchy. Bringing 
the co-op down can create an uneasy tension 
in the village community. More so. it would 
mean thcdisappcarancc ot an organisational 
network ot individual milk suppliers. This 
would certainly not he an advantageous 
position for him compared to his counterpart 
in villages closer to the market. Thus, it is 
a silent ncgsitiatiun where the two. the 
management of the co-op and Ihc Rharwuds 
assert their tidvantagcs. 

There ivc other mterc.sis which ensure the 
villager's slake in the co-op. The Union 
provides vetennury services with a cunlin- 
geni of vciennary doclors available round 
the ckK'k to attend to emergency calls. The 
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• message is either carried by the m' Ik van or 
communicated directly. A call can >e made 
nut only for cows but for any culuc. The 
charges for the service arc nominal at Rs 20 
for day and Rs 29 for night emergency calls 
and Rs 00 for an operation. 

Further, the Union has introduced cattle 
teed ‘dan’ through the primary co-rips. The 
co-op buys dan from the Union and sells it 
to (he members. Dun imptovcsthcconversiuii 
ratio of the cattle, and thereby, the milk yield. 
The Hharwads. undcrslundably. look lo it 
more readily and il has become a standard 
part III the fodder lor cattle. The co-op gives 
the advantage of gelling cattle feed in the 
village itself Gradually, others have also 
taken to dan and buy small quantities of il. 
Why peasants buy small quantities of dan 
needs to he explored 

From a commercial viewpoint, in 
calciiluling itie input-outpui ratio, the eei! 
lor analysis would heaeuw. Fur (he peasants. 
It IS nut a cow or .i bullo' k but Ihc whole 
lierd which is impoitant The herd has tu be 
sustained lo produce I tillocks to provide ihc 
dnuighl power. Thus, the dan which is bought 
IS not given to the cows in lactation only but 
also lo the calves and Ihc bullocks. If one 
looks at just the money recci'eU from selling 
milk to co-op .society and the amount of 
deducted tor purchase ot dan, the gams aro 
nominal. However, from the peasant!' 
vicwpoim. the nominal cash benefit, whidi 
IS precious in a money stoned economy is 
only one hcnetil. The other, and more 
iinponaiii. benefit is ihat it sustains the stock. 
The sale ot milk hy eeneraiing it as surplus 
IS to pay lor (he dan. 

What then can one say of the nature of 
the way the co-op is prescribed lo work and 
I he way It has tai, en roots in the social setting 
ot .Stikhandni? Frtim a legalistic point of 
view. It can he argued that the management 
committee represents the members and the 
scvreiacy is required to work on the directions 
of the cnmniiticc. The committee can or 
should intervene In mav. the co-op work the 
way It IS -siipoiated. The answer to this can 
he siHight at two levels 

fiom .in outsider's pc*rspective. the task 
performed hy Ihc secretary does not icquiie 
UK) much of skill But rooted in Sakhandra. 
one cannot say this so easily. The day-to- 
day management ot pouring of milk, book¬ 
keeping. prtvuremcnt and sale of dan and 
making payments requires skills. Som Singh, 
having done it for several years, is in Ihc 
driver’s scat. Whatever be tlic committee, it 
IS he who IS capable of managing the co¬ 
op society. In any case, the vital issue of the 
price of milk, is dc'cided by the union. There 
ore not very many things for the itianagcmaH 
cominiiicc to dex'ide. The Sakhandra co-op 
IS a m.inagcr driven co-op. 

The situation could have changed if (he 
hoard itself leprcsented a ditferau imerett. 
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TbeboanlitcaaipoMdofpionuneniRalhwai 
and mme Bbarwadi elected unanimously. 
Their interests are not hampered by the way 
Som Singh otganises things. Thus, the equi¬ 
librium prevails. 

If the board is not interested in directing 
Som Singh, the members are not interested 
in insisting that the co-op should run the way 
it is prescribed. The concept of Justice of the 
people of Sakhandraislocated in theircuilure. 
For the small Rathwa supplieis, Som Singh 
is not being unjust to them. They get dan 
and a reasonable price for milk. Besides, 
most of the people do not supply milk in the 
summer months. It is only in the winter 
months that they supply milk and that too 
not each year. Despite everything, whatever 
Som Singh does, the fact is that he has 
kinship ties with them. Either he does step 
the limits where he can be perceived to be 
pidently uqjust 

Ftirther. the co-op is not perceived by the 
members as an organisation which they 
control and run. Neitherdo they have a desire 
tocoidrol it and direct its working. This does 
not mean that in Sakhandra, the social 
processes cannot be participative. The 
peasants have a system of organising guards 
to protect their Helds from pilferage ond 
cattle. All the peasants contritmie money on 
the basis of thdr landholding to hire guards. 
In the meeting to fix the duties and 
responsibilities of the guards, everybody 
vociferously participated. It is just that milk 
is not at the centre of their project. Thus, 
in the perception of the majority of the smali 
suppliers of milk, the co-op is only a place, 
itiespective of who runs it, where milk can 
be poured and dan can be bought. In fact, 
in their view, the co-op and Som Singh have 
become synonymous. 

In the beginning, we said that organisations 
are always emergent. In Sakhandra the nature 
of the agrarian relations are of a kind that 
transactions in sutplus milk is not a central 
issue for most of the membeis. Since the 
secretary and a small number of large 
suppliers, like the Bhmwads, have an 
interest in the co-op. the unstated unwritten 
coalition works to ensure tlua the co-op 
despite being on the border line of milk 
procurement, continues to be alive. The other 
members do not have a strong interest in the 
co-op but nevertheless benefit from its 
continued existence. Thus, all the interests 
interlock and reproduce tjK equilibrium 
which results in the continued existence of 
the co-operative. 

Ehlogue: Towaxos Di .intccration? 

Does this equilibrium imply arrival of 
'happy village republic’? Our details of the 
social dynamics of Sakhandra also indicates 
that this 'equilibrium' is contingent and, 
therefore, fragile. That it is already facing 


disintegration/change must also be spelled 
out. 

To b^n with, we had aigued that the 
stability of the primaiy milk co-operative 
society i n Sakhandra could be located in part 
subsistence-part market-oriented agriculture, 
animal husbandry, agrarian relations, and 
prevailing socio-economic configuration 
providing the structural foundation of the 
co-operative society and its inter-linkages 
with the market mediated through the 
district co-operative unio.n. In short, a 
collage of interests (by no means unitary) 
sustained the inter-linkages among social 
groups, the primary society and the union. 
However, given the inter-dependencies 
between market, organisation and the 
politico-legal regime, these intcr-linkagcs 
themscives are fragile. 

And in this realm of inter-dcpcndcncies. 
things have changed since the study was 
conducted. And. these changes mean a great 
deal to the primary dairy .society of Sakhanchu. 
The ripples of change have started with the 
liberalisation of the milk .sector along with 
the svithdrawal of the Indian state from the 
protective cushion offered to the co¬ 
operatives as the market intervention 
instiiution.s.' This has led to the rcshuffies 
in the market arrangements forcing a 
reformulation of the strategies adopted, 
hitherto, at various levels in the co-operative 
oiganisatiuns. In turn, the delicate stability 
of the primaiy milk co-operatives at the 
village level is getting eroded. As far a.s 
concrete effects and direction of change in 
a particular village or society are concerned, 
it will depend on the particular manifestation 
of (he inter-linkages and strategies/counter- 
strategies adopted by different parties 
involved. At this stageone can only hypothe¬ 
sise for further elaboration on tire ba.sis of 
general pattem. 

In last coupleof years, many private dairies 
have come up in different parts of Gujarat. 
These dairies are primarily engaged in 
valueadded milk products such as sweets, 
chocolates, ice-cream, lassi, curd, flavoured 
milk, in addition to the liquid milk sale. 
These products are basically aimed at urban 
consumers and, therefore, many of the 
processing plants and marketing outlets are 
located in the urban centres. In terms of 
procurement, it makes sense for the pnvate 
dairies to collect milk from nearby rural 
areas. Because of their proximity to the city 
(along with many other facion related to 
modernisation of animal husbandry 
practices), there is already available transpon 
infrastructure. In fact, these rural areas are 
also well integrated with the urban market 
much more than with the interior villages. 
Secondly, agriculture, thanks to the green 
revolution, is commercialism. Its impact, 
along with (he investment in the modernisa¬ 
tion of dairy (ironically launched through 


coopentlve networic) is such that a few 
secthmofrichandiniddlefamtenaieengaged 
in dairy as a comtneicial. activity. In these 
areas, the inter-linkages between subsistence 
agriculture and animal husbandry is, to a 
great extent, non-existent. These fanners 
produce milk for the market and, to do so, 
they tend to invest a grent deal for higher 
milk production by, for example, replacing 
local breed by cross-breed milch animals. 
Hieiefore, it is easier for private dairies to 
collect milk in bulk from these farmers from 
nearby green bell of the district rather than 
wandering around in remote areas, discreet 
villages and small producers. All they need 
to do is to pay higher price to the pr^ucer 
compared to the co-operative dairies. Paying 
a higher price for the raw material (milk) is 
not aprobicmbecause thcirindustiy isgeared 
lowanl.s sale of valued added products; and, 
in any case theiropciation cost is significantly 
ICS.S because of a proximity to the place and 
ccntralisatKHioflhepniduclionlconcentraled 
areas and producers). The payment of higher 
prices seduces the milk producers away from 
the co-opcraiive societies. This way, a 
stabilised co-operative society becomes 
unviabic. Once such co-operative soacly 
becomes defunct, the field con be entirely 
open for the private dairies. Even if in some 
cases, the co-operative societies manage to 
sustain themselves due to particular 
contiguraliiin at the village level, the private 
operations essentially based on value added 
milk products linked to the rich and 
prosperous producers continue to have an 
edge because of at least one factor: low i 
operation costs. 4 

This has serious implicaUfliis for the coi’s 
operative organisation as a whole. Firstiued 
co-opcraii ve dairy unions have been primariien 
involved in liquid milk sale (meaning mcagrep. 
value addition). Secondly, they are engageebe 
in the procurement from all overlhedislnct.'c 
Total iranspoft cost is averaged-out so that'. 
the pnmaiy societies and small prxxhicers 
from the remote areas (where milk vans are 
going to collect the milk) are subsidised in 
a significant way. This enables the remote 
areas and noi-wcll-to-du milk producers to 
earn a little more through ar. institutionalised 
aecc.ss to ihc market and even to sustain the 
mix of agncullurc and animal husbandry. 
When the collection of milk from nearby 
areas shills into private dairies' hands, the 
financial arrangement of the dairy unions 
gels shaken up. Collecting more milk from 
the remote areas and dispersed sites and less 
milk from nearby areas leads to an increaM 
in the opcroiion cost. This gets accentuated 
when the union’s urban market also starts 
shrinking. With this double trouble (high 
procurcmenlcosl and reduction inconsumer 
market), what are the pressures exerted on 
the unions? If they decide to ask a higher 
price fur milk from the cocisumers (in order 
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10 win back die pnduccn of MMby areai 
by payiiv them higher price) It will lead to 
a hirther decline of coouuner maricet (ihit 

11 M when nnloin somehow nunage in in- 
create the price! However, given various 
goveimnentBl control and democntlc nature 
of their governing boards asking the urban 
coMumets to pay more is a very sensitive 
and politically volatile issue). 'Hien, the 

' unions are hard pressed to stop the cross¬ 
subsidisation which, as mentioned earlier, 
they do by averaging the transport cost 
between remote areas and nearby collection 
CMUres. The implication of this step is that 
the income of the producers from th^ non- 
iirigMedinterior villages will go down. Some 
of the better-off producen from these villages 
will shift to coupon agents and other middle 
men (in fact, some may become middle men 
themselves) independently operating in 
smaller towns or selling the collected bulk 
to the private dairies, in such an eventuality 
the precarious equilibrium on which primary 
societies like Sakhandra arc sustained will 
crumble. Naturally the small producers will 
be the losers as they wrill be then forced to 
rely on informal chtumels in absence ol any 
institutional support. 

Elsewhere [Pundey I994| wc had argued 
that with the decline of primary agricultural 
co-operative societies (a process to which 
richfarmefs, from various regions and within 
certain rain-fed regions, had a great deal to 
contribute), related to the withdrawal of the 
wdfaresiaieanddenKibilisutionoftheinstilu- 
lional linkages (which were envisaged to 
enablethe producers to operate with collective 
strength against middle men in the rniuket) 
arc primarily a loss to the small and poor 
farmers more so in the dryland regions. The 
similar process seems to be getting extended 
to the dairy sector. The above mentioned 
stress on the Sakhandra dairy co-operative 
is hypothetical (to the extent that there is a 
need to investigate what is the .situation now). 
Nonetheless, this hypothesis is based on the 
general crisis faced by vanous dairy unions 
across the regions (Ahmedabad, Surat in 
Gujarat, Chittor in Andhra Prade.sh. to 
mention only three). It is nobody's case that 
before liberalisation of the dairy sector, 
everything was alright with the co-opcralivc 
organisation. But. looking at the trend, one 
can safely argue that the primary dairy co¬ 
operatives which were able to sustain 
themselves becauseof various intcr-linkages 
bet ween social groups, agriculture,dairy and 
market, are facing disinlegration. This 
exposes the dry regions and largely the 
subiistence-orienied rural producers to 
various exploitative mechanisms by 
reinstating the interlocked market, ie.credii- 
cum-sale arrangements. This repeal ofhisiory 
is a tragedy which peasants of Sakhandras 
are facing today in the name of market 
freedom.'’ 


Notes 

1 (a)ThecaaestudywMcoiKhicted in 1991-92. 
Tluw students from IRMA, Jagdeep Singh, 
Ptiyavaithan and Kohini Sahu had already 
spent a week in the village when we joined 
them for the field-work The updated us 
enthuaiailicaly ohoul Sakhandra and keenly 
diicussed and debated wveral facets of social 
life of the village and the co-operative society. 
We acknowledge their debt. However, for the 
eirors and shortcomings, we alone stand lespon- 
sibie. 

(b) An earlier vcnion of the paper was 
presented in a workshop on 'Ctesign and 
Operation of Polilka) Process in Rural Co¬ 
operatives' during the Symposium on 
Management of Rural Co-operaiives, 
Occember 7-11. 1992 at the Insliluie of Rural 
Management, Anand. 

(c) The names of the individuals and ihe 
village have been allered with the purpose of 
discretion. 

2 To incoiporaie this paitially, sve use the term 
inbol-peasanl m the context of Sakhandra 

-t Of the total agficullural land of the village. 
Bhoiwods and the Noikos hold a fraction, ihe 
majority of the land is with the Ralhwas. 

4 The prices of cereal for 20 kgs in the local 
market are os follows: Maize Rs 80-1 U$, Jawor 
Rs 90-110. Bajra Rs 100-140: and Wheal 
RsKO-IIO. 

i The buying rate in the last few years was at 
Rs 1,700 qll or Rs 700 for 4.SU kgs 

6 In foci, one Hydel Project would have imgalcd 
Sakhandra. However. Ihe project was shelved 
due to broader political dynamics. The people 
ofSukhandraare very vocal mexpressing their 
resenunenl over Ihe judgment They bilicriy 
complain that they could also have hecume 
prosperous like Ihe Patels of the ncighhounng 
village 

7 Vaidyanoihan's study, unique one in terms of 
ils coverage of the issue and the approach, 
draws general conclusion (andiherebyargiics) 
about key features of bovine husbandry m 
India: “(a) Animal power is a rinr i/un mm 
for cullivaiion in most puns nf India and ihc 
pnncipol reason for iruiniaming buvines 
(especially cattle) is to provide this power and 
(b) The function of broking cow s is pnmanly 
lo produce calves needed lu muni am the hulkw-k 


herd at the desired level, and only iocideiitally 
for mUk" (VeidyattailiMi i9M; 141-42). 

8 ll is interesting lo note is to bow sviA its 
remarkable legilimacy and an alnuM official 
status, the dairy co-opendves were caught 
unawares of the delioentiiig event h also 
perhaps refiects on their la^ of kmg-letm 
siralegic-polilical thinking and an oppieciauon 
of the political economic proocu. 

9 This, in turn, would be re-enforcing the 
‘legitimauon crisis’ forthc Indian stale [Pandey 
1996). 
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Participation and Control 

Study of a Co-operative Tea Factory in the Nilgiiis 

Sharit K Bbowudk 

Co-operative organisations can best protect and promote the interests of the weaker sections of society when 
they are truly democratic. However, the autonomy of co-operatives is often undermined by state governments. 
The major tool of government dominance is co-operative legislation. A case study of a co-operative tea factory 
in the Nilgiris district of Tamil Nadu details the bureaucratisation of a co-operative. 


CO-OPERATIVES are economic institulions 
which are nui on democratic lines. However 
the autonomy of co-operatives as member- 
based organisations is undermined in most 
states through bureaucratic comrol. With the 
help of suitable legislation governments 
practically run the cb-operutives through 
their bureaucrats. This paper attempts to 
illustrate this tendency in the co-uperalive 
tea factories in the Nilgiris district ofTamil 
Nadu. We shall attempt this through a case 
study of a co-operative tea factory, Kutagiri 
Industrial Co-operative Tea Factory, which 
we shall call Indco. The basis of government 
dominatiim over co-operatives lies in the co¬ 
operative legislation passed by the state 
government which will be discussed in the 
following section. We may mention here 
that this discussion may have little relevance 
in the present context in the state. The 
govemmetit has,superseded all elected bodies 
in the co-operatives and replaced them by 
its administrators. Th.'* .state government 
amended the Tamil Nadu Co-operative 
Societies Act* through which 

...any election held under the principle Act 
before the 30ih October IV89 to the board 
of any registered society Shall be deemed 
never to hasw been held and accordingly no 
person shall be deemed ever to have been 
elected to any board under the Act. 

This amendment has been in force since 
then. Though the slate government has 
changed after the DMK-lcd government 
replaced the AIADMK government co¬ 
operatives in the state remain under the 
control of government appointed 
administrators depriving them of any form 
of democratic control. Thi.s has turned the 
co-operative movement into a farce. 

SKNIFtCANTE OF DEMOTItATir CONTROL 

The success of a co-operative can be 
understood in a number of ways. It could 
mean continuity or expansion in economic 
activity and size of membership, (n addition 
there is a more implicit goal of promming 
growth wiihsocial justice. Whileasccitaining 
success in equity terms it is necessary to 
determine whether the members have 
increased their productivity and inve.stmcnt 
with the help of co-operatives. Moreover in 
purely economic Icmis an indicator of a co¬ 


operative's succcs.s is seen in its ability to 
run without losses. However, apart from 
ensuring economic bcncTits to its members 
and to its own prufirability. a co-operative 
is also expected to promote a sense of 
participation and common ownership. This 
in effect distinguishes co-operalives from 
other forms of economic enterprises such os 
joint stwkcompanies or staic-ron enterprises. 
Therefore, participation of members in the 
dccision-making process of a co-operative 
is an important determinant of its .success 
or failure. While highlighting this point the 
Committee on Co-operative Principles set 
up by the International Co-operative Alliance 
noted that 

since the co-upcraiivc movement exists in 
(Ndcr loplace the common people in cffccii vc 
cortirol of the mechanism of modern 
economic lite. It must give the individual 
{only loo uficii reduced to a role of a cog 
in that mechanism) a chance to express 
himself, in a voice in theaffairsanddestinies 
of his co-operative and .scope to exercise his 
judgment.- 

In order to ensure greater member 
participation the management structure of a 
co-operative has to be substantially dilfcrenl 
front that of other enterprises. The co¬ 
operative is a colicclivi.si enterprise us its 
authnniy rests with its general body. In a 
bureaucratic organisatiim authority rest in 
the highest office (managing director/ 
chairman/chiet executive ofneer, etc) and is 
delegated to those below. Hence the 
incumbents in the various otiices in the 
hierarchy derive their authority from those 
superior to them. The aulhonly structure in 
a co-operaiivc on the other hand is reverse 
of the normal bureaucratic structures. The 
administration is responsible not to the 
highest executive authority hut to the general 
body. The Commission on Co-operative 
Principles notes that' 

since It IS the members who bring a co¬ 
operative into existence... those who 
admini.sier it.s affairs and. in particular, 
conduct its day-to-day business must be 
chosen directly or indirectly by the members 
and enjoy their conridcnce. 

Thus unlike m bureaueralic organisations 
whore adminislralurs and cxcciflivcs arc 
scleLlcd by the superior ofTiccrs, in a co¬ 


operative the officials must be selected by 
the members or their elected reprexemntives 
(the board of directors or any other elected 
official), litis also underlines tlie fact that 
the selected officials are accountable to the 
members, who are joint owners, and not only 
to their superiors. 

Unolkminino DnstoTRACY Timouan 
Leoislatiqn 

India hies accepted the principles of co¬ 
operation laid down by the International Co¬ 
operative Alliance but the rcspon.sibility for 
implementing these lie with the state 
governments. Though legislation on co¬ 
operatives vary among the different stoics 
one would expect that in general they would 
enable co-operatives to function as 
autonomous units which arc free from 
external control in their routine activities. 
However laws passed hy most of the states 
in fact help increase government control 
over I he CO-opcral I vcs. They grant overriding 
powers to the Registrar of Co-operatives to 
lake over any of the functions of a co¬ 
operative whciicvcrnccessury. Inihis respect 
the co-opcrjiivc laws of Tamil Nadu are the 
most hlaiant. 

Tamil Nadu has three acts dealing with 
co-opcralive societies The first act was the 
Madras Co-operative Societies Act of 19.12 
which was repealed in l%l by the Tamil 
Nadu Co-operative Societies Ad. This ad 
wa.s repealed by the Tamil Nadu Co-operaii ve 
Societies ad of 1981. At one level these ads 
appear to promote the democratic control of 
co-operalivcs as they state that the ultimate 
authority of a co-opcralivc .socidy vests in 
the general body of its members. The general 
body elects the board of directors which 
functions as the executive authority of the 
co-opcralive, pa.sscs the annual repon and 
the audit report of the co-operative and 
sunciiuas its budget for the ensuing year. At 
the same lime the ad of 1961 empowered 
the Registrar of Co-operative Socieiu s to 
usurp any of the decision making power of 
the elected body of a co-operative. The 
Registrar was given the powers to nominate 
thecntirchuurdoldircduniofaco-operative, 
including its chairman, vice-chairman and 
secretary for the first three terms (each term 
is of three years) which could be extended 
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to aoodwrihroe termi. In other won)» the 
ttenucratk pruceu in a co^jpcntivc coulU 
be let ukle for the nm IK yean of it* 
exiiience. 

The act of 1983 which is in existence at 
present (though temporarily tiupended) also 
gives overriding powers to the Registrar. 
Section 33(4Ka) of the act empowers, the 
Registrario nominate “in /xiblic interest'' the 
entire board of any co-operative spinning 
mill, sugar mill and tea factory il they have 
been receiving financial or other assistance 
from the government. The nominated board 
will consist of members of the co-opcruiivc. 
government officers and technical experts. 
This almost implies that public inicresi can 
be upheld by a txircaucral and not by a hoard 
of directors which has been elccicd hy the 
shareholding members. The main di ffercncc 
between the present act and the previous one 
is that the term of the nominated directors 
has been reduced to five years, whereas 
under the previous act the hoard of directors 
could be nominated for IK years. 

By reducing the period of a nominated 
board to five years niay give the impres.sion 
that dcmocmtic control by members of the 
co-operatjvc can he restored after this 
period. Howeverihe act uses anmhcr method 
through which the government can ensure 
continuous control. Section 33(7) of the act 
gives the Registrar powers to appoint a 
maiuging director to every apex society, 
every scheduled ciKiperativc society and 
any other registered society which may be 
notified by il. The managing director is 
expected to look after the routine d.'iily 
functioning of the co-operative and act ns 
secretary tolhchisardordirecinrs. The duties 
of this office include cunveni ng meetings of. 
the board of directors, any subcommillce 
appointed hy it and. the general htxly. and 
supervising the day-tivday activities of the 
co-operative. In addition the managing 
director appoints the personnel. 

Since the managing director is not an 
elected official but is appointed hy the 
Registrar hc/shc i s responsiMc m the Registrar 
and not to the general body. Therefore even 
though the act makes the general h'd' the 
ultimate authority, its powers arc curi.iiled 
as It has lit Ir or no control over the key 
executive in the co-operative When 
diff CCS of opinion an.se between the 
managing Jirccior and the elected hoard 
nwmber the views of the lormcrinvanubly 
prevails. We sh.i'l di c 'ss these aspects in 
the later sections of iliis paper. 

Co-(lPtRATIVt. ThA FaCTORICS IN THL 
NiLiaRis 

According to ilic definition of the Tea 
Board of India u small tea grower is one wf n 
huklt lees than 10 hectares (25 acres) of Ian.( 
under tea. Though the Tea Board has 
registered around 6..*KX)sinall growers in the 


dMrict with collective holdings of 8,090 
hectares (20.223 acres)* it is estimated that 
the actual number is well above this figure 
as most small growers do not register 
themselves with the Board.’TheTami I Nadu 
Small Tea Oroweis' Industnal Co-operative 
Factories Federation (liicoservc). (he apex 
body of the co-operative tea factones, has 
estimated that there arc around 20.(10(1 small 
growers wftosc holdings account fur 12.000 
hectares.'’ The average holding of a small 
grower is thus a pierc 0.6 liect arcs, the smol lest 
in any of the lea growing districts of the 
country. 

There were a total of 15 co-operative tea 
factories in the district in 1992. The need 
fur establishing co-operative tea iactiincs in 
the district was first stres.scd hy the Plantation 
Enquiry Commission in 1956. The 
commission suggested that co-operatives 
could increase the viability of small growers 
and would tree them from the dependence 
of middlemen and privaielyuwned factories. 
These factories are known as hought-lcaf 
factories hecau.se they exist mainly through 
the purchase of green tea leaves produced 
by small growers, unlike tea faclurics of the 
large plantations which process tea leaves 
which arc grown in the plantation. The 
commission felt that civoperative factories 
could assure growers of fair prices while 
promoting scientific methods to tcu 
cultivation ampng them. 

The first co-operative tea laciory was 
started in Kundah village in 1962.’ After this 
14 more co-opcraii ves were started between 
1964 and IWI. These 15 co-operatives 
colicclively produced around I. I K.OOO.fXXI 
kg. ot processed tea annually which 
accounted for around 20 per ccnl of the lulal 
tea produced in Ihc distnet. The factones had 
aciillectivcmembcrshipufmorethan 15.000 
who cultivated around 27.000 acres (lO.CKX) 
ha) ot tea land. The total paid up capital of 
ihe co-operatives was Rs 3.22,58.000 of 
which the stale governmem's cuninhution 
was Rs 1,30,(X)0.0(X) (viz. less than half).' 

I n order become a member ul a co-operative 
factory the grower must reside wiihin us area 
of operalion and must own less than 2.^ acres 
(10 hal of tea land. The application for 
membership has in be approved hy the co¬ 
operative's hoard of directors. The grower 
has to purchase 20 shares worth Rs 100 each 
forevery acre he wishes to register. A member 
cannol register more than 10 acros of land. 
A grower can initially heenme a mcniher by 
purchasing one share and rest can he 
purchased in insialmcMs. 

Each co-operalive is managed hy a hoard 
01 directors comprising 12 members. Eighi 
of these members are ciciied by the general 
bixly (when elections a:c petmiiied) and 
four are nominated. Of 'he nominated 
members, ihree represent the state 
government and one is a representative of 


iheTea Board ofindia. The managingditcc'iof 
of the co-operative factory is nominated by 
the Registrar of Co-opcrativ(s and is one of 
the nominated mendren of its board of 
directors. The chairman and vice-chairman 
are clecicd by the board members. 

The term of a board is of ihiee years. The 
Tamil Nadu Co-operative Societies Act and 
ihe by-law> of each co-operative sttfe that 
the clecied directors on the board will be 
elected hy il.e general body. However Ihe 
CO -operat j vc .idministration has insi.stcd that 
only those members who are aclivc will be 
permiued lo vole. An active member is one 
who has supplied at least 1.500 kg of green 
leaves per acre rcgi.sicred for the 12 months 
preceding the elections. Asa result the voting 
strength is usually reduced to half or one- 
ihird ol Ihe total membership. A large .section 
ot ihc members, especially in ihe Koiagiri 
region, did noi supply all their leaves to the 
c(i-upcralive lor reasons which we will 
discuss laier. Ai ilie same iimc. records of 
the previously held elections show that voting 
has been fairly high; around KO per cem or 
more ol the electorate ca.sl ihcir voles. 

Tasi f 1: iNUco. Basic Features 


1986-87 l 989-90Peb I lo 
Sep(.K) 
1992 


Land mgisteied by 
members (ha) 

440 8 

593.5 

63.5.2 

No of membeis 

682 

721 

809 

"Loyal" members* 

190 

200 

254 

Purceniage of loyal 
members to loial 



32 

Green leaves suppied 
rtxK)kgi 

19 S4 

28.9317.28* 

Average rate for green 
leaves (RsAgi 

’ II 

5.SS 

4*5 

Production ol ica 
am kgt 

491 

7 40.5.04«r 

Share Capital- 
Members (‘000 Rt) 

8 28 

8.77 

12.10 

Share Capilal - Govt 
COOO Rs 

14.75 

18 13 

18.14 


* laryal" roemtx.s are ihose who ttpply 
annuii'*y at leasi I.SOOkgofgiceaieavei 
per acre legisKrod. 

* .Xince this covers only eight months it 
should not be taken as adecluic. Supply for 
12 months is cxpecied lo be higher lhaa 
that of 1989-90. 

(!' Accunng lo factory sources the annual 
produclion was expected lo be arowul 
81X1.000 kg. 

Stiurif Co-operalive Factory Records 


Tabu 2' Nani. Distribitvin or Houroinujs 
A< coRcnNU TO LAMakHMSos 


Sire class 
(ha) 

No of 
hiHischokhk 

Average sue of 
holdings lhat 

0- 1 

78 

062 

1 - 2 

44 

1 S2 

2 + 

24 

4.13 

All 

146 

1.47 
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Indcx): a C^-Study 

Indco it one of the co-openti ve factories 
situated in the Koiagiri taluka of the district 
and it coven villages in three panchayats, 
namely, Kotagiri, Jackanarai and Konnavarai. 
The factory was established in 1964 and it 
is the second co-operative factory in the 
district. The present study was conducted in 
October-November 1992. It is a resludy of 
the same co-operative which was carried out 
five yean earlier (i e, 1987) by the author.* 
At that time democracy was in existence in 
the co-operatives. Between 1987 and 1992 
another election had taken place and the 
previous chairman was re-elected, much to 
the chagrin of the bureaucrats. He was later 
removed through a no-confldence motion 
which was manipulated by the bureaucrats. 
The chairman challenged his removal in the 
high court but before any decision could be 
taken the time for the next election was due. 
A new board with a new chairman was 
elected but within a short time the board was 
dissolved through the government directive 
of 1990and the managing director was made 
the administrator. Dunng the course of this 
study wc were able to assc.ss the changes 
which took place during this penod and the 
views of the memben towards the changed 
situation. 

Indco had around 800 members at the time 
of the study. The average per capita holding 
of the members was 0.8 heclates Data was 
collected fromiheofTicc recordsof the factuiy 
which related to the production of tea. leaf 
collection and price of leaves. Data from the 
members was collected through a household 
schedule which covered 142 households 
spreadoverthevillages which supplied leaves 
10 the factory. I n addition, data was collected 
through observation and, in-depth imerviews 
of 16 of the former elected directors 
(including the two chairmen), ofricials and 
active members of the co-operative. 

Some of the basic features of Indco at the 
time of the present study and at the lime the 
earlier study was conducted arc given in 
Table I. The figures show that during this 
period the co-operative has expanded its 
activities in almost all spheres. Its 
membership and land registered have 
increased since 1987. The production Tigures 
also show an increase. At the same time the 
average per capita holding has remained 
unchanged at 0.8 hectares. This indicates 
that the new members were those with small 
holdings. On the other hand the factory has 
been operating well below its capacity. The 
factory had the capacity to manufacture 
around 20,00.(K)0 kg of tea annually but its 
production ngurcs indicated that only 40 per 
cent of its capacity was utilised. This is 
despite (he increase in the supply of green 
leaves during this period. 

Our survey show^ that (be average annual 
yield per Ix^are of (he small growers was 


10,000 kg of tea. Tbit was a|)prDxlmateiy 
20 per cent lower than the yield per hectare 
of the large plantations in the district. If we 
lake this as the average for the area regiitered 
by the memben <S93.S hectares) the total 
yield of green leaves should be 59,3S,000 
kg. Four kg of green leaves are required for 
manufacturing one kg of tea. Hence if this 
entire output of green leaves was supplied 
to the factory the annual production would 
have been 14,83,750 kg. The actual 
production was only around 8,00,000 kg a 
little more than half (he amount. This indicates 
that the memhers did not supply all their 
leaves to the co-operative. Wc have tried to 
rmd out the reasons for this apathy which 
are noted in the later .sections. 

PaonuE Of THE Growers 

The 146 households surveyed were situated 
in the three panchayats covered by Indco. 
Of the members 123 belonged to the Badaga 
community and 21 households were of 
scheduled castes. The latter belonged to one 
village and their land holdings were much 
smaller than that of the Badagas surveyed. 
The Badagas are an indigenous community 
and arc located mainly in the Nilgiris. They 
.speak adi.stinel dialect, .substantially different 
from Tamil. The community has been 
included in the list of other backward classes. 

The distribution of houMholds according 
(0 landholdings is shown in Table 2. A 
majonty of the households (78) had more 
than one hectare of land, though the average 
size of holding wasO.62 hectare. The smallest 
holding was of 0.10 hectare and the largest 
was 10 hectares. 

The growers used both household labour 
and hired labour for cultivation. We found 
that almost all the Badaga growers engaged 
hired labour for at least some period of time 
during the year. Only those growers with 
tiny holdings (0.30 ha or less) used only 
family labour. On the other hand, the 
scheduled cdstes covered depended 
exclusively on household labour. Their 
holdings were small, compared to those of 
(he Badagas (less than 0.75 ha), and their 
yield per ha was lower than the average for 
small growers in the region. This was mainly 
because^ being poorer than the average 
Badaga, they were unable to provide inputs 
such as fertilisers to their holdings. 

The average daily market wage for hired 
labour for lea was Rs 25 for males and Rs 
18 for females. We found that in a few 
villages where there was a shortage of labour 
the wages were Rs 30 for males and Rs 26 
for females. These wage rates were higher 
than those of agricultural labourers in other 
districts of Tamil Nadu. The wage labourers 
were mainly Tamil repatriates from 
plantations in Sri Lanka."’ Wc«iay mention 
here that the wage difference between the 
icxei does not exist in the large planutions 
where permaoent labour ii employed, after 


thebnfbreemem of the Equal Rcfflunenlioo 
Act of 1976. However IIm imall growen, 
like other employcriin the agricultural teeter, 
follow this act only in ita violation at they 
gave difrerent wages to mate and female 
vroikers. 

We have tried to assess the annual income 
per ha of the small grower. The priccof green 
leaves given by Indco at the ti me of rieldwork 
was Rs 4.75 per kg (this was increaied to 
Rs5per kg while fieldwork was in progress). 
On multiplying this rate by 10,000 (the 
average yield in kg per ha), the total revenue 
amount^ to Rs 47,500 per ha. The avenge 


Tasle Inuto; Frequency of Memeers 
S uEELYiNU Leaves to Indco, Bouoht-Leaf 
FA noRiES (BLF) and Leaf Aoents (LA) 


Size class (ha) 

Indco 

BLF 

LA 

0- 1(78) 

68 

46 

14 

1 - 2 (44) 

73 

63 

7 

2+ (24) 

.38 

63 

17 

All (146) 

—d— 

68 

54 

14 


Nnie: (a) The above table shows the frequency 


distribution of members in percentage of 
the total in each landholding class. 

(b) Most members supplied to more than 
one source (viz, Indco and/or BLF and/nr 
LAI hence total percentage will be more 
than too. 

(c) Only 36 members supplied their entire 
crop to Indco Figures in brackets in 
col I indicate number of households in 
each caiegoiy. 


Tabie 4: Indo): Reason.s for Sutelywo td 
BtHmiiT-LcAE FAcnaiiES (BLF) 

(ptneMaget 


Size Class (ha) 

1 

2 

3 

4 

0- 1 

.54 

31 

36 

12 

1-2 

61 

25 

53 

27 

2 + 

57 

29 

55 

29 

All 

58 

29 

44 

19 


Notr: The above it a total of all the lespontet for 
each leason. Respondents gave more than 
one reason, hence total per cent for each 
icsponse will be higher than 100 per cent 
(sec text) 

1 Availability of inteieti-frce loans. 

2 Availability of manure. 

3 Bollerbchaviouroriheownen vu-o-vts 
co-opcralive. 

4 Transport of leaves from their lonifa. 


Table .3: Indco: Reasons for Rrninc 

(prrcfiilaxe) 


Size ('lass (ha) 

1 

2 

3 

4 

0-1 

36 

24 

47 

62 

1 -2 

50 

.36 

.33 

24 

2 + 

7 

61 

33 

49 

All 

62 

66 

50 

5.3 


Nntt: Respondenu give more than one nuuon 
hence loud will be mote titan 100 per 
cent. 

1 It is our own organiiailoit. 

2 PratecUon agaiutieRploiiaUouby BLF. 

3 Avail of uMdiai. 

4 Better price. 
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labour cost per bectare per annum according 
10 our lurvey wai Ra S.OOO and the coat of 
fieitiliieri varied between Ra 3,500 to Rx 
5,000perhadependingonwhetherthe grower 
got Miittidiied feitiliiers from Indco or from 
the market. Indco supplied fertiliien to its 
members at a subsidy of 25 per cent of the 
market rate but this could be availed by only 
those members who supplied it at least 4,000 
kgofgteen leaves perha.On1y2l households 
in our survey got their total requirements of 
fertilisers from Indco and 25 households got 
a part of their requirements. Those who did 
not get the subsidised fertilisers had to get 
them from the market or from the buught- 
leaf factories. After deducting the cost of 
labour and fcnilisers (most small growers 
did not use other inputs such a.s pesticides) 
the net re venue per hectare came to Rs .37.500 
or Rs 39,000. This was much higher than 
the returns from growing any other crop on 
similar holdings. 

Manaoement of the Co-opebativf. 

At the lime of this study the elected body 
of the co-operative had bMn dis.solved and 
ns managing dinxtor had been appointed as 
Its administrator. We will discu.ss in this 
section the management of the co-operative 
during normal limes (viz, when elected bodies 
are allowed to function). At such times the 
by-laws of the co-operative regulate its 
functioning. By-law 25 vests its management 
with its board of directon: but i he board must 
function in accordance with the resolutions 
pas.sed by the general body. The board 
consists of 15 nrembers of whom 11 arc 
elected, of these at least two must he women 
and one from the scheduled castes nr tribes. 
Fourofthcdircctors. includingthc managing 
director, are nominated (by-law 35A). 

The board elects the chairman and vicc- 
chainnun of the co-operative. The chairman 
has general control over the affairs of the 
co-operative (by-law .30a) while the vice- 
chairman exercises powers which arc 
assigned to him by the chairman (by-law 
30b). At (he same time by-law 30d grants 
the managing director powers to act as the 
cx-utTicio treasurer ot the co-operative and 
grants him custody of all its properties and 
accounts. Furthermore, by-law 35Ag grants 
the managing diavior powers to appoint 
staff and workers to the factory. He has 
powers to grant them leave and can lake 
disciplinary action against them. Hcncc 
though the by-laws make the general body 
‘the ultimate authority in all maticis relating 
to the administration of the society" (by-law 
24) and its board of directors is entrusted 
with its maiugement. the powers granted to 
the managing direcinr dominate over these 
bodies. 

One of the most important functions of the 
co>operative is the administration of its 
factory whose executive admmistraiiH is the 


managing director. The itafT in thi factory 
is divided into two ctiegories. namely, the 
office staff and (he factory staff. The former 
deals with the administration and rinancial 
muten of the factory and the latter deals 
with tea manufacture. The total number of 
employees in the factory, at the time of the 
study, was 45. These included seven members 
of the office staff and 11 members of the 
factory staff. The factory had 25 workers 12 
of whom were males and 13 were females. 
In addition there were the managing director 
and the Industrial Co-operative Officer( ICO). 
Thu latter was on official of the co-operative 
department and came next in hierarchy to 
the managing director. He was mainly 
responsible for supervising the office work. 

Ilie lea maker is the general supervisor 
on the manufacturing side. In the work 
hierarchy this post comes next to that of the 
1(30. The appointment to this post is based 
on technical qualifications and experience 
in manufacture of lea. This post is important 
hcuausc its incumbem plays an important 
role in determining the quality of the lea 
prcxiuccd. It may be mentioned here (hat the 
various stages in the manufacture of tea have 
to he executed with a lot ot care because 
these determine the price of the finished 
product. Very good quality tea leaves can 
he converted In ordinary quality made tea 
if these arc not manufactured property. 
Similarly ordinary quality tea leaves can be 
turned into premium quality products if 
manufactured with care. Hence, the 
manufacturing'process requires lechmcal 
cxpeiti.se. Howe verthcTcaMaker'spositinn 
in the hierarchy is too low to allow him an 
effective .say in the management of the 
factory. This is compounded hy the fact (hat 
most of the co-operatives, including Indco. 
were functioning with only assistant tea 
makers at (he lime of the study. 

At the same time the (op executives in the 
factory (the managingdirectur/odminisiraior 
and the ICO) being officials of the co¬ 
operative department, do not have 
qualiricatiorcs (nor the experience) suited to 


tea manufacturing. The Spechif by-laws 
dealing with the qualifkationf of the 
managing director stipulate that the person 
must possess qualificatiaiii in accountancy, 
book-keeping, banking and co-operation. 
These qualifications do not ensure that the 
person is conversant with tea manufacture. 
In fact, being officials of the co-opentivc 
department they can be inducted from ctbet 
sccton such as co-operatives in matches and 
fireworks, textiles or‘bin’making. Weeame 
across two managing directon in the tea co¬ 
operatives who had previously served in the 
matchstick co-operatives in Shi vakashi. One 
of them even confessed he had no idea of 
what errc machines were and that their 
blades have to be sharpened evety year. He 
told us with pride that he learnt about tea 
manufacture through trial and error. 
Apparently the managing directors are not 
provided any training in tea manufacture 
beliTre they assume charge. We wondered 
what the costs of this learning process may 
have been for the co-operative in tenns of 
lower quality of tea and lower prices in the 
auctions. 

I In determining the procurement prices of 
green leaves from the growers too the 
autonomy of the elected members waseffaced 
through another bureaucrat, namely, the joim 
director (tea). There were monthly reviews 
of procurement prices which arere held at 
Incoscrve’sofficeinCoonoor. The chairmen 
of the co-operative factories, the managing 
directors and officials of Incoserve attended 
Ihese meetings and (he joint director prerided 
over (hem. The mam item of discussion was 
the price of green 1e;;ves to be paid to the 
growers. The chairmen were expected to 
convey (he views of their boatds. These 
exercises were carried out in prder to ensure 
that the prices would he more or less similar 
lor all the co-operatives. The final decision 
on the prices was however taken by the joim 
director as his coacurrence was needed for 
finalising the prices. He also had the right 
to reject die recommendm loas of thechairRicn 
and fix prices according to his decision. 


Taru a. iK'ixt) H(W It Can Be Imfroveii 


(ftremuMti 


Sire Class (ha) 

1 

2 


4 

5 

6 

7 

a 

9 

n - 1 

II 

41 

24 

33 

28 

10 

12 

4 

20 

1 -2 

.(A 

.36 

4 

32 

2S 

18 

16 

12 

2 

2 -f 

A2 

17 

4 

24 

29 

29 

12 

8 

0 

All 

38 


14 

32 

27 

16 

1.3 

7 

12 


1 Through elected bnaid. 

2 Manogenicnl must come closer to growers. 

3 Increase in subsidies. 

4 Prices of green leaves should be higher than that of BLF. 

.( Cnmipiion and invgularilirs should be removed 

(i Qualily of green leaves should improve. 

7 Manufaciuring costs should decrease. 

8 Technically qualified people should be appmated to manage ihe factory. 
4 Indco should provide loans to lacmbeis. 
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Relations betuxen the ELerTEO Mbmbeu 
AND . HE Bureaucracy 

Most of the elected members, including 
the chairmen,ol'.he co-opcnuivcieafactmtcs 
in Nilgiris did nc. have serious conlliets with 
their managingdiiectors. In fact they seemed 
to realise that .'hallenging the managing 
dircetor would imly weaken their position 
as he had greater authority than the boaid 
and his decisions would ultimately prevail. 
The differciKCN in the status of the two key 
ofiicc-bearers c.mid be quite clearly .seen in 
a visit to a co-operative factory. Though 
legally the cha rman occupies a superior 
posi'ionthanthi managing director we found 
that ihe ofTice T the chairman was small 
compared to tl at of the managing director. 
In some of tt c factories the chairman did 
not even hav ■ a separate office, all he got 
wa.s a separa..' table in one comer of the 
managing dincior's office. 

Unlike mos of the other co-operative 
factories in th i district where the elected 
memtierskept utuftheirmonagingdiiectors' 
way. the elected members at Indco had 
frequent comlicts. Interviews with several 
former din :-tors, including Ihe two past 
chairmci. iLvcaIcdsevcra]ofihe.<ieproblems. 
Of the 16 former directors interviewed only 
two of them felt that conflicts with the 
managingdirector.should have hcen avoided. 
They said that Ihe bureaucrats influenced the 
govcmmcnl and antagonising tnom resulted 
intheieductidn ofthegovemment sponsored 
subsidies which many of thegrowers availed. 

The other directors all stated that conflicts 
arose only when the board or its chairman 
refused to toe the managing direcior's line. 
Their mam complaint against the managing 
dinxmrs was that they were very authoritarian 
and in most cases they wanted the board to 
take decisions of their liking. In ^ase the 
board look decisions which did not meet the 
approval of the managing director the 
decisions were never implemented. Some of 
the directors said that in order to ensure that 
the elected directors did not intervene loo 
often, board meetings were not called or 
were delayed. The by-laws slate that Ihe 
managingdirector will call the board meeting 
on instmetiorts from the chairman but they 
alleged that there were instances when the 
chairman asked the managing director to 
convene a meeting but the laitcrdilly-dallied 
on some pretext or the other. The last chairman 
(who was in office for only a few months 
before elected bodies in co-operatives were 
dissolved by the state government) told us 
that there was hardly any democratic control 
because board resolutions were frequently 
not implemented by the managing director. 
He fell that the problem was not merely of 
having elected representatives but of 
increasing democratic control over the co¬ 
operative. This was not likely because even 


if decikina are aUawed the over bearing in¬ 
fluence of the managing iMtalar and the joint 
director (lea) on the manegemeni oflheco- 
cperaii VC is likely to turn demnctacy into a farce. 

Views of the MANAOiNci [JmECTORS 

The managing directors we interviewed 
held .substantially different views from those 
of the elected directors. In these loo there 
was unanimity. The most important problem 
facing the co-operatives, according to the 
managing directors, was the lack of loyally 
of the members to Ihe institution. They 
complained that most members were 
opportunistic because they preferred to 
supply leaves to the bought-leaf factories 
rat herihan the co-operatives because of some 
facilities oficted by the latter such as easy 
loans.lhecoHiperaiiveshadhigheroverheads 
than the bought-leaf factories though the 
procurement paces for green leaves were the 
same foi both. This was the main reason for 
the losses faced by the co-operatives. 

The co-operative factories had fairly large 
office staff and fu'.iory workers. Most of 
these workers l)ad security of employment, 
better wages and other facilities. TIk bought- 
leaf factories were am wiih fewer staff and 
almost all the workers employed were 
tcmponiryorcasual Thcmanagingdireciors 
felt that ihcre were two means of improving 
the nm'.ncial condition ot the co-apcralivcs. 
The leaf price should be lowered and all 
members must be compelled to supply all 
thei r leaves to their r.'spect i ve co-opetati ves. 
One of the managing directors .suggested 
that the ‘loyalty’ of the members could be 
ensured through punitive measures such as 
expulsion from ‘he co-operative's 
membership, i f they did not supply their total 
produc. to the co-operative. Incidentally, 
the wage costs includes the salary and 
perquisites of the two co-operative 
depaament officials I managing director and 
iOO) as these had to be home out of the co¬ 
operative’s funds. 

When asked about their relationship with 
the elected members they felt that it was 
difficult for them to take orders from those 
people as they had no idea of managing 
emerprises. In fact they fell that the elected 
members should co-operate with them 
(insteadof theirco-operating with thcelectcd 
members). The bureaucrats particularly 
resented the fact that they should be made 
to "take ordets” from members. They believed 
that they were responsible only to their 
superiors and not to Ihe memben. In fact, 
some of the former directors staled th« Ihe 
managing directors resented any form of 
scrutiny in the management of the co¬ 
operative. One of the managing directors 
bad ever, told the elcctedJtfirectors during 
aboard meeting that they should not concern 
themselves with complicaied problems of 
management as the bureaucrats were mote 


competent in dicM maiters. Ilwy iboukl 
htsl^ use theirlhfluenoO among thqgiowers 
to moke them supply more leaves to Ihe 
factory. The elected directors obviously 
resented this auitude as they believed that 
being elected representatives they had the 
right to lay down the policies. 

Such conflicti are inevitable when 
bureaucracy anddemocracy coexist and there 
arc no clear-cut guidelines on which of the 
two has authority. The committee on co¬ 
operative principles was quite clear on this , 
issue, namely, the elected body is supreme, 
but the stale’s laws on co-operatives have I 
made the bureaucracy more important. 

Relatkws between Indto and its 
Mf.mbers 

One of the objectives of this study was 
to assess the involvement of the grower- 
members with their co-operative. In this I 
section, based on Ihe data collected through ■ 
Ihe questionnaire and through interviews 
with pcopleconneclcd wilhtheco-openrive, 
we have attempted to analyse the different 
types of interaction b^ween the growers and 
the co-operative. We will fiisi examine the 
leaf collection and why members continue 
to supply their leaves to the boughl-lcat, 
factories. Other issues such as reasons for 
Joining the co-operative and what in their 
opinion can be done to improve its 
functioning have also been covered. 

One of the functions of Indco was to 
procure green tea leaves from its members 
at rea.sonable prices. The co-operative was 
supposed to ensure ecomimic stability to the 
small growers and protect them from the 
exploitative tendencies of the bought-leat 
factories and the leaf agents. Studies have 
been undertaken by the Tea Board in ana^ 
having large number of small growers,‘‘ 
such as the Kangra district in Himach^ 
Pradesh and Ihe Iddukki district in Kcralf. 
These studies show that the main exploiter, 
of small growers were the bought-leat 
factories as they frequently cheated on Ihe, 
weight of the lea ves suppi i(^ by the growers. 
These areas also had leaf agents who were 
middlemen who procured leaves from the 
growers and sold them at a commission to 
Ihe bought-leaf factories. These people wen- 
responsible for the low prices the growcTN 
got. Co-operative factories were formed 
mainly to ensure that the small growers got 
fair prices and the middlemen were removed 

In our earlier study we had found that there 
were a few leaf agems who procured leavei 
from some of the small growers and supplied 
these to selected bought-leaf factories. U 
other words they acted as middlemen fnr 
some of the private factories. However this 
lime wefound that in seven) caseemiddlemcii 
supplied leaves even to Indca These people 
were also memben of the co-operaiive as 
they had small holdings and they would hu) 
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d >d w iww oilww «t low prictiiMKl lell tegittendhoklittgi.Theuiiptutleavef were Ttinily, to pay for educational expenies or 

n dwi to the co-oiietativc by cMnibV iraniferred to the name* of other members even for development activitiet lelaiinc to 

e it ataa their own produta. The ciMiperative in the caMiperative'f records (usually those the plantation. The loan amount was deducted 

y ofndals appeared to overtook suchinsiatices. who had not been supplying leaves for some from the growers from their dues for 

a in fact we cameacross a case where a grower time) so as to overcome the restrictions on supplyinggreenleaves.Henceonceagtower 

e owning four hectares had supplied 1,00,000 the suppliers. This led to the increase in the lakes a loan he has to keep supplying leaves 

kg of green leaves which was 60.(X)0 kg numberof'loyal'members. It appeared that to the bought-leaf factory till the loan is 

n roorelhaawhathecouklproduceonhisland. such practices (malpractices) were possible repaid. Moreover, even after repaying the 

e Several of the growers while being under the present regime because there were loan the grower kept supplying leaves to the 

e interviewed told us that corruption and noeffeclivechecksonthebureaucracy. While bought-leal factory to maintain goodwill so 

favouritism were rampant after the board conducting the study in 1987 we had not that he can avail of a loan in future. The 

is was dissolved as there wss no check on the comeacrosssuchpractices.'nieelectedbody bought-leaf faclunes did not charge interest 

e, bureaucrats. Though the management kept was effective ihm and the directors had on the loans. They used loans as a means 

'c complaining of the poor supply of green access to the records hence they could detect ofensuringregularsup|4yofleaves.Wealio 

leaves by the growers they also rejected (he any such malpractice. This type of found that the growers with holdings above 

supply of some of the members who were transparency did not exist after the board 2 acres were the ones who were more 

out of favour. One of them had even filed was superseded ami hence the bureaucracy susceptible to taking loans from the bought- 

a case in the district consumers’ court after could act in whatever way they wanted. leaf factories. The co-opcrati ve did not have 

IS hiseiitiresupply wasrejected.Othergrowcrs, Table 3 shows the frequency of members, any provision for providing loans to their 
r- thoseclosetotbemanagemeffl.couldsupply covercdinthesurvey.su^yinggrcenlcaves members. 

is more than their quota (according to the rules to Indcoandtoothcrsources.namely, bought- Thcbought-icaffactoricsprovidcdinanure 

;h a grower can supply only up to I0,(XX) kg leaf factories and leaf agents. A majority of lo thar suppliers at cost pnees. They also 

IS of green leaves for each registered hectare), the members (68 per cent) had supplied supplied the manure to the fields of the 

e, Tbesegroweiswerecitherlcafagcmsorthcy green leaves to the co-operative in varying grosver. This served as an incentive for the 

'll held mure land than they had registered with proportions of their total production. There grower in supply leaves to them. The co- 

d theco-opcrativc.lt was a practice among the were 36 nu.mbcrs. constituting 2S per cent operative suppliedmanureat subsidised rates 

ic larger growers in register only a few acres oi the luiul members covered, who had to ibeir members, but only those who were 

ic with the co-operative so that they did not suppliedthdrentirecropioihcco-opcrative termed as'loyal'members were given this 

it have to buy a large number of shares. Each while the others had supplied a part of their privilege. The manure had lo be collected 

)r grower has lo buy Rs 2,(1()U worth of shares croptoiheco-opefativeandtheresiiohoughi- from the offi ‘ «f the co-operative and the 

ir for each acre registered. A grower may leaf factones or to leaf agents. member had incur costs of uwispnt of 

s register only a part of his holding so asio It may appear that the sample drawn docs the manure i> i bar fields. Moreover we 

avoid purchasing a larger number of shares o')! reflect the actual trend of the growers found, us hk ■I'lned earlier, that the co- 

0 however he could supply leaves only from ir supplying leaves to the co-operative. Our operative bua ucracy played favourites in 

s the number of acres he has registered with samplcshowslhat68percentsupplicdleavcs granting manii'clo its members hence many 

IS the co-operative. lo the co-operative while the records of the of them preferred to get their supply from 

e Another sore point among some of the co-operairre shows that only 32 per cent of the hnughi-lciif factories, 
c growers wc interviewed was that the it.> total members were regular suppliers. Wc The bought-leaf facroties provided another 

it management did not supply the subsidised need lo clarify that the sample was drawn incentive to the grower intcnv-' 0 ^''^nspoft 

c fertilisers to all. They said that the memhers tromihcvotcrslistorihelasiclcction(1990). charges. Indcohad leaf collection aiieuwin 

i 4M who were favoured by the management could A . mentioned earlier, only those mcmbci' various pnims. The growers brought then 

‘‘H get their entire requirements ot fcnilisers whr have si'pplied leaves regularly to tl leaves to the nearest shed where these are 

ilH from the factory while others were told that co-operative are given the right to "o.. weighed arvi transported to the factory. In 

stocks were not available. Hence the total sample comprised nicmbe~s some case these sheds were far front the 

■tmm Wc could find from the factory records who were regular suppliers till the time of grower’sl 'idhehadiobearthepoittrage 

iflV that green leaf supply was low because very the elections. The fact that 32 per cent ot costs.Th. ’ ul-leaf factones colhxted the 

few members were regular suppliers (Table these members had stopped supplying thcr leaves fr>i:'. .he grower's land or, if the 

I. 2). The factory had a category of'loyal' leaves to the co-operative since then aciuallv grower tra-.tHirted the leaves to the factory, 

c members. Th^ conslitutcd growers who indicates the apathy of ihc general members he was pa.. :: ,')arteragc charge of 10 pane 

e supplied at least ),.%0 kg ot green leaves towards the co-operative since the elected perkg.it'. ioi:ld be mentioned here that this 

0 annually. Between the years 1989-40 and body was dissolved. incentive s -s provided hy the bought-leaf 

c 1992 the number of 'loyal' members „ „ „ , factones < n<v in areas where they bad lo 

increased trom 200 to 254 even as competes unco-operaiivelactones.inoiner 

membership increased from 721 to 809. In Factories ,,wasnoco- 

otherwordsduringthis period the percentage We tried to undnstandvvhy growers supplied operative Mctory the bought-leaf factories 

of ‘loyal’ members increased from 28 per leaves to hnught-leaf factories from the heads did not p ii. idc for iranspon costs and the 

cent of the total membership to 32 per cent. afhouschokb(Table4).Innio!itcasesonenvTjor growersv erccxpectedtodelivertheirlc'ves 

Oie conclusion which could he drawn is that Rasen was given, but in some cases there were lo Ihc fa.tcry. 

ihenumherof'loyBrmcinbcrshadincreased more than one. Hence the total numfaei of The ab.'-.-c reasons were more or 1-^ the 
along with the suspension of democracy in responses shown in the table exceeds the total same as inosc we had in our eariie> .<dy. 

the co-operative. On closer examination we number of households ciwcicd. There wa- however another reason wh . h we 

found that this was not iiue. What actually The data in Tabic 4 shows that the most did not come across earlier. In our .aiiier 

happened was that there were a sectkMi of importantreasonwasihcavailabililyofloans. study wi had found that only 10 p r cent 

growers Oncluding some leaf agerat) whose The bought-leaf factnrics provided loans to of the rrsnondenis said that they s\ ,)plied 

quantity of leaves supplied were their suppliers in tunes of need. This could leaves i- bought-leaf factones becui iK of 

disproportionately higher than their he to cover expenses lor« nurriage in the personairclaiionswtththcowners.’n.tSliiue 
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wefound that 44 per cent of the jiDwen laid 
that they preferred bought-!^ factories 
because the behaviour of the owners was 
better than that of the co-operative ofilcials. 
Many of the growcn felt humiliated by the 
auth^tarian attitude of the ofTicials. This 
again indicated the growing dissatisfaction 
of the members with the state of affairs in 
ihu co-operative. 

Another question directed at gauging the 
involvement of the members dealt with the 
need for elections. The respondents were 
asked whether the board of directors should 
be nominated or elected. We found that 137 
(94 per cent) of tfie respondents favoured 
an eleaed board of directors. This indicated 
that the growers were in favour of having 
people of their choice at the helm of their 
co-operative. Moreover, a majority of those 
who wereinfavourofelected representatives 
were of the opinion that the Ixiard should 
have autonomy in taking decisions regarding 
the management and the price of green 
leaves (Table 6). 

Two of the questions asked to the 
respondents dealt with their commitment 
towards the co-operative. The first was the 
reason for joining the co-opciativc and the 
second was on how in their opinion the co¬ 
operative could be improved. Wc got more 
than one response for each of the questions 
and we have selected those which have 
featured more commonly. 

Responses to the first quetdion arc 
presented in Table 5. We can sec that the 
most important reason tor the growers to join 
the co-operative was lo protect themselves 
from the unscrupulous activities of the 
bought-leaf factories. In fact we find that this 
reason is prominent among all sections of 
growers (see reason no 2). The growers 
believed that the co-operative acted as a 
check on the activities of the middlemen and 
the bought-leaf factories. They were totally 
dependent on bought-leaf factories berorc 
the co-operative was formed. Some of these 
factones cheated the growers by not paying 
die correct prices or by not weighing the 
leaves conndly. The middlemen who acted 
as agents of tire bought-leaf factories were 
instrumental in perpetuating these activities. 
Moreover owners of bought-leaf raciorics 
would gel together to decide on what the 
price of green leaves should he in order not 
to compete with each other. The grower was 
thus helpless as he had to sell at prices 
determii^ by the owners. The entry of the 
co-operative factory changed the situation 
and increased ibe bargaining power of the 
growcn. Though growers stil I sold lo bought- 
leaf factories, they did so on belter terms. 
The bought-leaf factories had to offer more 
facilities (such as interest-free loans, 
porterage charges, supply of fertilisers, etc) 
in order to attract the growers, in fact, while 
conducting the study we found that i n certain 


parts 0f tlje district where co-operative 
factories had not entered, bought-leaf 
factories did not offer any of the above 
mentioned facilities. 

Another reason related to the one discussed 
above was that several growers (62 percent) 
felt that the co-operative was ll^r own 
organisation. This was of course the reason 
why they had initially become mcmbers'.fWe 
found that growen with smaller holdings 
(two acres or less) were more prominent in 
holding this view (see reason no 1). They 
had believed at thia time that since the co¬ 
operative had been formed with the help of 
their share capital they were co-owners. 
Ideally speaking, if one takes into account 
the principles of co-operation, this should 
have been the reality but the growers were 
in for a disappointment as the bureaucracy 
assumed power instead. 

Another belief, which was mainly held by 
the smaller holders (less than one acre), wu.s 
that the co-operative would pay higher prices 
than the bought-leaf factories. This they 
found wa.\ incorrect as the prices were the 
same. In fact it was ironic (hat the co-operative 
raised its prices only after the bought-leaf 
factories did so. 

FiiNCTiONiNO OF iNtxxi: Mfmbers' Virw.s 

In the course of the survey we asked the 
members their opinion on how Indco could 
he improved. Table 6 shows their responses 
acctxdi ng to the size of their holdings. Some 
of the members gave more than one 
suggestion hence the total in this case loo 
is more than the number of respondents. We 
found that four suggestions were featured 
more often. These were, there should be 
elected board of directors (.3K per cent), the 
management should be more respon.sivc to 
the opinions of the members (3S per cent), 
the co-operative's purehasc pnee lor green 
leaves should be higher than those ot the 
bought-leaf factones (32 per cent) and. 
corruption and irregularities should be 
checked (27 percent). 

it can be seen from the table that an majon ly 
of growers owning more than two hectares 
(62 per cent) were in favour of restoration 
of elected bodies while a large section of 
growers owning less than one hectare (41 per 
cent) fell that the management should be more 
responsi VC to the growers. The management' s 
distancing itself from the growers was a 
problem which angered these people. 

Some of the members, while noting that 
prices ofreted by the co-operalive should he 
highcrlhan thoscof the bought-leaf factories 
explained that this would increase the leaf 
col lection rale of the co-operalive and would 
thusincrcasciiscapaciiyandrcduceits losses. 
The management of the co-operative, as 
mentioned earlier, held an oj^sile view as . 
it felt that only if the prices were lowered 
and the growers were coerced into supplying 
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(U tMr km* Ijo tile ccHipeVMlve could thi 
kMMf be overcome. A lignificant neeponse 
was the one on corruption and irregularities 
in the co-opereti VC. Some of Ihoie who held 
this view felt that the decline of the co¬ 
operative was mainly due to corruption. It 
should be noted here that a similar question 
waspoaedlntheeartiersuivey.in I987.and 
none of the respondents gave this as a 
suggestion. We cannot comment on whether 
or not comiption was rampant hut this 
response rellwti the change in the attitudes 
of the growers aticr elected bodies were 
superseded. 

CONCXUUINO Obslkvatkins 

While assessing the pert'orniancc of I ndco 
we find that it had mSde some positive 
contributions towards improving the 
economic conditions of the small growers 
and of the region. The existence of the co¬ 
operative had imposed checks on ihc 
exploitative tendencies of the boughi-lcaf 
factories. The growers were able to get 
remunerative pnce.s and increase their 
income. The economic viability ol the small 
growers also created employment 
opportunities for landless labourers in the 
region who were mainly expatriates from Sri 
Lwka. These people have found gainful 
employment as daily labourers. 

The major drawback of the co-operative 
is its lack of democratic functioning. This 
was not because the members were 
disinicrcsted hut because of legal eonsirainis 
imposed by the state govemmcni. Our study 
shows that the memhen! were intcresied in 
a democratic management and their 
frusirdtion lay in its denial. The excessive 
control lit the bureaucracy over the 
functioning of the co-opcraiivc. even when 
there were dcmiKratically elected hoards ol 
directors, al lemucd a majoniy ol Ihc members. 

There are two arguments in support ol 
government control over co-operatives 
Firstly, members may not have ihcexpcrtise 
to manage the organisation They may slmw 
a lack of responsibility in handling financial 
res»xirce.s and may misuse them. Secondly, 
since the government has financial 
invesiments in the co-opcralivcs it should 
exerci.se its powers to ensure that these are 
not misused. Let us examine these 
propositions in the light of the ohicclivcs of 
co-operatives as laid down in the principles. 

One of the basic objectives of ihe co¬ 
operative movement is to allow common 
people to exercise their own judgment and 
have some control over their destinies. The 
members of a co-operative can become 
responsible only if they arc allowed the 
freedom to control its functioning. 
Jnforiunaicly the problem of government 
control has haunted the co-operative 
movement since its inception in Ihe country 
and, though democracy may have matured 


lAUbe poUikal ifcna. democntic cooirol of 
db-operativei has made little headway'. 
Jawahariol Nehru had made some critical 
observations on the situation which existed 
four decades ago and 00 going through them 
we con see that not much has really changed 
as no lessons seem to be learnt. 

While addressing Ihe All-India Co- 
operaiiveCongressin l938.Nehniwassharp 
in his criticism of government control over 
co-operatives. His observations am worth 
reproducing: “...1 would like to say that the 
approach, even though it might bnng some 
results localty and temporarily, pushes the 
co-operative movement in a direction which 
is not co-operative at all. and which offends 
the philosophy which has grown around this 
movement. If it is to be a state-sponsored 
movement, with government officials 
running it, it may do some good - if the 
government officials arc competent - but it 
does infinite harminthe sense that it pmvidcs 
few opportunities for the people to learn for 
Ihcmsd vcs. to developa spirit of self-reliance, 
scir-dcpcndcnce. and even to make mi.stakcs 
if they have to make mistakes."'' 

The other argument, that government 
control is necessary when it has prosidcd 
funds may also be examined in the same 
light. The government can appoint its 
representatives to ensure that its funds arc 
not misu.scd. Al the same lime this docs not 
justify Its usurping the co-operalivc's 
management. Nehru's comments on this is 
worth noting. In his inaugural address to the 
fourth Indian Co-operative Congress in 
November 1963 la few months hefurc his 
death) he staled: "The whole idea ol co¬ 
operative is that It should be based on public 
inilialivc and not assume the shape ot a 
govcmincni organised movement from the 
top. Government can help and should help 
but the whole thing should arise oul of the 
grosvth of public appreciation, public opinion 
and public co-upcralion. I am entirely 

opposed lo ihcdepcndcnce of the co-operative 

movement on government officials... 
Officials arc necessary, but they should not 
try lo control and direct. We have to make 
Ihc people realise ihcir rc.sponsihiliiy."" On 
an earlier occa.sion. while addressing the 
conicrcnceof stale minislers of co-operalion 
in October 1961 he slated: ”i want to 
emphasise that nothing could be more laial 
than government eonlrol, which is the 
embrace of death.”'* 

A lew years later Ihc committee on co¬ 
operative principles noted in its report that 
"govemmcni may...a.sk that it.s represen¬ 
tatives shall sit on boards of management 
lor a lime, not with the power of veto but 
to make sure that the aid provided is being 
uiil iscd in the way it was originally intended. 
The important con.sidcralion is that 
government representative («c) .shall ntu sit 
a day longer than is neewesaty."'' The above 


views do not leem to have uy effect on Ihe 
state government. Moreover, in Ihe case of 
the co-operatives in the Nilgiris the major 
part of the investment was from the members 
with the suae government contributing to 
less than half the share capital. Yet legally 
it had the right to usurp the powers of elected 
bodies by nominating the key official (the 
managing director). 

In concluding we observe that the co- 
operalivc factories have a lot of potential in 
promoting and protecting the iniercsis of 
small tea growers through collective action. 
Thiscan be done only if democracy is lettored 
and more decision-making powers are given 
to elected bodies who will be helped by 
genuine specialists and not by bureaucrats. 

Notes 
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Power, Politics and Village-Levd Organisafic^ 

Oilseeds Growers’ Co-operatives in MP 

^ SankarDatUi 

Co-operative societies, though delineated by formal boundaries based on laws and rules, are shaped by the 
social ciJiirext in which they are horn and operated. Th.s study details how these dynamics are governed and, 
in turn, ajf^ct the organisational processes in the tn’o Oilseeds Growers’ Co-operative Societies in MP. The author 
'irgues that if the individual is not an atomised entity, then the democratic foundations of the co-operative 
organisation have meanings only within the specific power structure and institutional process. 


CO-OPERATIVES, like most other modem 
forms of organisations have explicit 
pniccdurcs to co-ordinate the activities of 
the group in the interest of achieving the 
spccillcd objective. But in the primary co¬ 
operatives (henceforth co-ops) in the mral 
areas these boundaries tend to get diffused. 
^Vhile the co-op through a .set of taws and 
explicit norms is defined as a formal 
otganisation, real people, their interests, their 
inicrprctution ot these nonns finally give 
sl^pe to the real organisation. The political 
pmccss of the organisation gets inllucnced 
by the extra-organisational relation among 
co-inhuhitants of ihc village. Therefore, for 
an understanding nt the pcrlormarKC of rural 
co-ops it becomes important to understand 
the socio-political processes which provide 
the context for their cxi.sicncc. The paper 
attempts to understand Ihi.s yirocc.ss through 
a case study of two viHage level Oilseeds 
Growers' Co-opcratis .'s in Madhya Pradesh. 

I 

Theoretical Formulation 

Though earlier organisational scientists 
viewed organisations as closed entities, with 
growing understanding they also started 
appreciating the close relation of the 
organisation with the society. Ovcrthcycars 
it has been realised that organisations arc an 
integral part of the social sy.stem within 
which they operate [Perrow 1970]. It, 
therefore, needs to be kept in mind that the 
functioning ol a co-op organisation evolves 
in relation to the set of institutional 
arrangements of the host society. 

It has been argued that organisations evolve 
to minimise costs of transaction that 
indi vidual economic entities arc involved in. 
But as has been observed by economists and 
sooologiSIS alike, these problemsnf bounded 
rationality [Simon 1961] noi only exist in 
economic spheres of life, but also prevail in 
other social and political transactions as well. 
Bromley (19K9) contended that in addition 
to the problem ansing out ol bounded 
rationality as well as organisation failure, 
due to the proNcms arising from prisoners' 
dilemma and complex vulnerable co¬ 
ordination problem, it becomes necessary to 
have institutional arrangements which 


provide an assurance regarding the action of 
others. He observed that such mslilulinnal 
arrangements exist in the society and provide 
a basis tor many decision-making proces.sc.s. 
Tlicrcby, Bromley (1982:2) propo.sed that 
“each economic agent... (individuals as well 
as organisations)...IS constrained by the 
insiiiui ional .structure of the culture in which 
that agent lives''. The rules and conventions 
that emerge in these organisations arc often 
guided by the institutional structure of the 
society. Thus, organisations derive their 
meaning from the institutional structure of 
the stKicty they operate in. 

Therefore, for an understanding of the 
political processes in co-ops at the village 
level, wc have to keep in mind that these 
institutional arrangements at the local level 
may. in a substantial way. influence the 
dcci.ston-making processes in the organi¬ 
sation. which survives in that milieu. Many 
of these mutually accepted rights, including 
the right to express one's opinion, do not 
emanate from the broad mandate given by 
the slate, or the organisation alone, hut ore 
also closely connected with the instilulioniil 
arrangements at the local level. These rights 
and obligations evolve over lime along the 
trajectory of many incidents which take place 
in and uut.sidc'thc village. 

In the context of rural India, land provided 
the nnosi important means ol production, and 
therefore became an important source of 
power [Miikhcrjcc N.'iSj. There were land¬ 
owning cla.sses ul people who affected the 
dcci.sion-nvaking process in rural areas, 
through many of the institutional arrange¬ 
ments. Their nghls extended beyond the 
right on the land, to many other social rights 
and responsibilities. This land not only 
provided a producti vcas.sel base in the village, 
hut also helped acquire social esteem. Thus, 
the Indian system of social organisation was 
based on a .system ol inequality of power, 
which was legitimised in the siKiety (^cillc 
1972]. It has been observed by sociologists, 
that land-owning classes of people also 
enjoyed a high social status. In turn, the 
social status also was an important source 
ot power for this clas.s of i^ple. The 
mutually acccfitcd nghts and obligations 
of the society were woven around this social 
fabric [.Singh 1977). 


This interwoven set of hierarchy is so 
deep-rooted in Indian rural settings that 
whenever new organi sail ons are created, they 
are frequently pervaded by theselnstitutiond 
arrangements. “Thus, in India", Bcteille 
observes “it is remarkable how quickly co¬ 
ops, block olTices and even school boards 
bexome involved in hierarchical patterns" 
(Betcille ’,974]. >1 has been commonly 
observed that the powerful landowning 
classes nl people have acquired decision¬ 
making positions in most, if not ail. rural 
civops. The power bases emanating from 
these institutional arrangements could be 
seen to have two dimensions: economic 
power (of cuntrol over the land) and social 
powerfol sia'ial sanction oflheinequalitics).' 
On the basis of these two dimensinas of 
power, the rural classes could be broadly 
classified into four categories as shown 
below: 

Fiuuxk I 


PncsI.s, 

Landlords with 

Teachers T 

social sanctions 

S 


E c o 

n o m i c -» 

c 

i 

Some traders. 

Manual labour a 

moncyIcnderN/ 

small peasants 1 

landlords without 


social sanction 


It is important to note that all land-owning 
pcasanisdid not enjoy similarsocialsanctioa 
This affects the degree of their participation 
in the collective activities ol the village. It 
therefore becomes important to understand 
how these classes of people acquire power 
within a co-op structure, haw they apply the 
power so acquired und how this process of 
acquisition and utilisation of power affects 
the functioning of the co-op. 

To sum up. this paper attempts to 
understand the political dynanucs operating 
at the village, which affect the performance 
of the co-op organisation. In attempting to 
do so. it explores the variiNis local level 
institutional arrangements which have 
bearings on the decision influencing process 
at the village level. It also tries to understand 
the historical processes through which these 
relations are built in the villages, and 
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oyitillhed Mo diflbrantiil bMrt of power 
and Its inudkattoos. 

This ti attempted through the case studies 
oftheviUacDlet^primaiyQiiieeds Growers' 
Qhip Sodedes (OOCS) In Shobhapur and 
Tangrs villages of Madhya Pradesh, one of 
the leading oilseeds producing states of the 
countiy.Boihtheorganisationsstudied were 
promoted in 198Z tlKwigh the active support 
of the MP OILPED. These organisations 
are involved in procuring the oilseeds (at 
present only soyabean) produced by their 
member growers, which «e then processed 
and marketed through MP OILFED, the 
federal body to v/hich both these co-ops are 
afTiliaied (tomaimainstX)nymity,the names 
of the people and the places have been 
disguis^). 

II 

The Villages 

First, a few words about land revenue 
administration of Vikasnagar district. This 
territory isolated by the Vindhyas in (he 
north and the Satpuras in the south was 
peripheral to the maratha dynasty, the 
Bhcmies of Nagpur. As a result, there was 
a high degree of tentativeness in the 
c^upancy rights of plots.' The malgujars 
of this area, appointed by the Gond rajahs, 
and laterby maralhakings, therefore, allotted 
land to cultivators from year to year, 
conferring no right to renewal, sale or 
sublease. Thecolonial regimeafter accession 
of this lemiory, continued a similar system 
for over 4S years. As a tcsulv, at the time 
of the 30-year-setllement when the 
proprietorship rights were being created in 
the district for the first time, it was the 
individual malgujars and patels of various 
villages who were confened the proprietary 
rights.' Malgujari right, which earlier was 
restricted to allocation and collection of land 
revenue, with so me other cease, waschanged 
to a proprietary right. As a result, the 
malgujan in Vikasnagar district continued 
to play an importam role in the social lives 
for a very long time. 

During the 30-year-settlement, villape 
Shobhapur came under the proprietorship of 
Mandalwar families of Shobhapur village 
and Tangra became a part of the malgujari 
of Dubey family of Ramhaat. Though the 
Mandalwars had settled down in the village 
in early 14th century, the Dubeys moved into 
the village, as recently as 1835. Yogendra 
Singh, one young yaduvanshi. from 
Giiltoigarh had joined the army of Feroz 
Shah Tughlak. In recognition of his valiancc 
the sultan giOed him a few villages, where 
Shobhapur village is presently situated. The 
Mandalwars ate descendants of Yogendra 
Singh, whos2ttled down In the village around 
1323 AO Dubeys came into the village dim ng 
the British occupancy of the district. 


flm^Tid rlninfrtrrf-r -“r-r* 

Dubey,*bi«limin settled in Vikasnagar, was 
klihM|i^ by the then administr«or of the 
divisions, Mi4orO<**l>y 
her. After the marriage, when the brahmins 
of the district lefuied to interact not only 
with her, but also with the whole family. 
Major Ousley (who was also the prime 
architect of the revenue settlement in the 
district) settled the Dubeys hi a newly cleared 
forest area, where the Ramhait village is 
now situated, with the giant of a few villages.' 

Mandalwars came all the way from 
(Thittoigaih (more than 7S0 kms), into the 
village with the glory of their ‘good 
services' toking. On the other hand, Dubeys 
settled down in Ramhaat, as they were 
outcasies from their own society in 
Vikasnagar (31 kms). While Mandalwars 
came from a far off place, the background 
of the Dubey family was far too well known 
in the district. People IcxHced down upon 
the family, because ‘they sold their women 
to buy some land'. 

Thwgh Dubeys were brahmins, due to the 
chequered background of the family, they 
did not enjoy a status generally ascribed to 
brahmins. Mandalwars on the other hand, 
though yodav by caste, bad esublisbed their 
position as one of the earliest occupants of 
the village (the first brahmin family settled 
down in the village much later at the behest 
of the Mandalwars) and through the public 
services of Rai Bahadur Rajendra Singh 
Mandalwar at the turn of the century. ‘Dnis, 
at the lime ofthe first land settlement, while 
the Dubeys were striving hard to find a social 
platform for themselves due to the then 
widely publicised scandal in the family. 
Mandalwars had already consolidated their 
status. As a resuh of this, the economic 
power that the Mandalwars obtained through 
the land selileinem was backed wiiha social 
sanction, unlike Dubey family. 

So we find that, within the same land 
tenurial system, and very similar sizes of 
holdings, some landownen enjoyed social 
legitimacy, while some others did not. 
Similar cases of differential legitimacy 
were observed in several other malgujaris 
of the district, which need not be discussed 
here. But it is important to note the nature 
of the power enjoyed by these two different 
categories of lyidowiien. The Mandalwar 
family came to be recog.iised as a local elite 
to be reckoned with. In 1830 when local 
governance board at Shyatnpur was being 
created Kaluram Mandalwar wasnominaied 
on the board by the goveniment. In spile of 
his active involveinem in the 1857 mutiny, 
the British adminiitration turned down the 
proposal of removing him from the conwninee. 

IlKMigh Dubeys maintained an cKcellcM 
rappotl with the distnci adminisliation even 
after the depaiture of their 'son-in-law' 
(Major Gusl^ along with Gangobai) the 


BriUshadmiiiiitratioa did tlMcMMidcr them 
lignifieant enough to mentioa them in any 
of their documents.’ But in the local area, 
(hey were seen to be poweriiil *becaiHeor 
the British (Maj Ousiey to be ipeciflc), the 
land settlement, etc. Hence the aourcc of 
iheiT power always remained myetetioutly 
outsit.* 

In addition, in Vikamagardiitrictbecause 
of the high level of (entitiveness. of the 
revenue adminisiration. as discussed evtier, 
(he malgujars were very powerful. As the 
malgujars could evict occupants m will till 
(he (urn of (he century, ttae was a high 
degree of dependoice on the malgujan. But. 
it can be observed that the nature of the 
relationship in the two villages (owned by 
landowners with and without social 
legitimacy) were entirely difTerenL 

People who had alrea^ settled down in 
Shobhapur area, were eithcrireiatives of the 
Mandalwars, or were given shelter by (he 
Mandalwar family. But (he nature of this 
landowner tenant relation in Ramhaat was 
of a different kind. At the time when Dubeys 
were settling in Ramhaat, several ktuM 
families from Awadh region were resented 
tn the area.’ During their setriement in the 
district, they were advised to be ‘caiefiii' 
about the intents of the Dubey family by the 
local communities. With the continutng 
uncertainties about the tenurial ri^Ms, iMs 
'suspicion' was further strengthened. These 
pardeshi kurmis were recognised to be Isy 
fir the best cultivatonofthe(Ksinct'’(Cdrbea 
and Russel 1908;70]. As a result nito 
posed a threat to the Dubeys. Subsequ^y, 
the relationship between the landowner and 
the tenants that was institutionalised in 
Ramhaat laluka (earlier the malgujari of 
Ramhaat wu a separate taiuka), were of 
mutual misinisi. 

m 

Cliaiulnt Power Rcinrtemi 

The power of the hmdowning daaaea was 
seriously affected with the ensHiag land 
icforms aflermdependenoe. WithdwpaMing 
of the MP Abolition of Proprietary Rights 
Act 1950, all rights of malgiqara. eacept 
rights extending on khudkast land were 
abolished. In addiiiaa. this act lined at 
giving greater security and rights to Ae 
occupant tenants as Knantsof the suae. TImw 
changes ahered the foundatioo of power of 
oil landowning classes of people settiag a 
transformation from 'cumnlitivc' to 
'dispereed' inequahiiesIBeteille 1974], Bui, 
the way ihc families with social imction of 
power reacted to the situation was very 
different from whose who did not. 

The eldest. Kunwar Sing MandaNnh, 
started participating in the local 
activities uiddelcfaledlheiBaBaBeawMOf 
the farms to the other brothnn. Ha joiiud 
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(be Prqa Socialist Patty (PSP) which had 
started making in>roadt in the district during 
mid-l9S0ii. In 1962 elections or the state 
assembly, he won the elections from 
Mahanogar constituency on a PSP ticket. 
After winning (he elections he moved from 
their ancestral village to Shyampur. the 
taluka headquarters (which later became a 
separate constituency). He was also 
instrumental in facilitating substantial state 
investments mthc areas adjoining Shyampur. 

On the other hand. Dubeys chose to 
strengthen their external contacts. The eldest 
brother. Ram Prasad Dubey had participated 
in Saiyagraha movement during his student 
days and had come in contact with many 
natirmal level leaders like Sardar Vallabhbhai 
Patel. Ram Prasad had also joined the 
Sarvodaya movement in early 1950s. During 
Bhoodan Yagna he travelled extensively in 
Madhya Pradesh along with Vinoba Bhave. 
Followingthc Rachnatniak Karyakram (con¬ 
structive programme) of Gandhi, he al.so 
started reconstruction of his own village, 
Ramhaut. In 1954. Jawuharlal Nehru declared 
Ramhaat village as a 'model village'. Ram 
Prasad also started inviting the ofneers of 
the district, .selectively, to hi.s Ikhisc, along 
with renowned classical musicians.' 

There were two other changes dunng this 
period which also need mention here. Though 
gram panchayats were introduced with the 
passing of the Central Provinces and Bcrar 
Village Ponchayat Act 1920 (and later on 
the Central Provini,'CS Panchayats Act of 
1946; District Gazrttrrr 1979:340) the 
activities of these bodies were limited to 
conservancy, water supply and ennsiniction 
and maintenance of roads, with limited 
rinoncial restxirccs. Then came the report ot 
Balwant Rat Mehta Commission. 1957 
followed by Madhya Pradesh Panchayats 
Act, 1962. With the passing of this Act. 
elections were conducted i n Ramhaat as well 
as Shobhapur panchayats. 

The second important change during this 
period was (he introduction of a system of 
electedpatel. Afterabolitionofthemalgujari 
system in early 1950s, revenue admini.stra- 
tion of the villages were dealt with by the 
patwans. But in the 1960s this system of 
land revenue administration was further 
changed to install an elected representative 
of the people, designated as patel (District 
Gazeieer 1979:215). In this new system, 
though it used the same nomenclature as was 
used earlier in (he district, the elected patel. 
ex officio, became a member of the newly 
created gram panebayat. In the earlier land 
revenue system, malgujars could have patch 
rights over several villages, whereas in this 
new arrangement, one patel each was elected 
from every village. With these two changes 
(i e. introduction of modem day panchayati 
raj and the office of elected patel). the 
elections in the villages became very critical. 


In the 1964 elections. Ram Prasad Dub^ 
and Kumar Singh Mandalwar (the second 
brother) were linanimously elected as the 
patels of Ramhaat and Shobhapur 
respectively. Nandkumar Patel, one of the 
large land owning kurmi farmers was elected 
as patel of Tangra. But in the panchayat 
elections forthe Ramhaat panchayat (of which 
Tangra also was a port). Ram Prasad Dubey 
was unanimously elected as (he sarpanch. 
As Ram Prasad recalls, the paiKhs thought 
that he would be (he must competent person 
to hold this position as even the collector 
used to visit his house. 

During their tenures Dubey family 
mobilised support for (he village Ramhaat. 
Mandalwars (with the elder brother os MLA 
and the second the sarpanch) could patronise 
the whole constituency. As Ramhaat was 
primarily inhabited by the outcastc 
descendants of Yamu na Prasad D ubey (who 
me now known as Gangaberi brahmins), 
investments in that village were seen us 
further investments in (heir own family. 

Overall, .state policies like land reforms, 
introduction of the office of elected patel and 
panchayati raj atTccicd ilic power balance at 
the village level. In view of these changes, 
the elite re-organi.sod their resources and 
strategies. Atthcsamutimc.withlhechangcs 
in the power base, alternate groups of power 
also .started emerging. Many events in the 
district contrtbuted towards this process of 
diffusion. 

The I96()s witnessed many other changes 
in the district. Education in Vifcasnagar, 
(District Oozeiieer 1979:341) had .started 
gaming momentum. Then, with the impiv 
sition of ceiling on agricultural holding in 
1961 (MPCciliiigon Agncultural Holding 
Act 1961), suddenly large tracts of land came 
into the mart;ct. Many landholders who had 
acquired some land with the abolition ot 
malgujari started ex ponding their occupation, 
which the elite could hardly resist. 

This period also saw ihc initiation of the 
Tnlok Irrigation Project. This was one of 
the largest canal projects in Madhya Pradesh 
at that time. This was also accompanied with 
the government's effort of consolidation of 
landholdmg (District Gazetteer 1979). As 
a result, extension work at the village level 
was strengthened at all levels. Vikasnagur 
was converted into a single-district- 
commissionary.Oncfull-timecommissioner 
was placed incharge of Ihc district, in addition 
to the district collector. The irrigation project 
was started in 19S.^-54 and completed early 
in July 1973. The actual irrigation started 
even later aAer October 1979. Dunng this 
long penod of over 25 years, villagers came 
in contact with the govenuneiu officials. 
They wera alio exposed to joany modern 
technologies. 

Initiation of irrigation was coupled with 
other changes in the area. On the one hand. 


many areas which won lingfe cropped areas 
got converted into double cropped amt. 
Though Vikasnagar had been a nutlor grain 
exporting area even during the colonial 
period, with the introduction of canal 
irrigation the trade intensified. Commercial 
crops like soyabean (which was suited to the 
agro-climatic conditions of the district) 
became very popular. This led to substantial 
cash inflow, leading to prosperity of the 
middle peasantry. 

Meanwhile two organisations of national 
stature, the Security Paper Mill (SPM) and 
the Ordinance Factory (OF) were also 
established in (he district. With ihc esta¬ 
blishment of the large organisations like 
SPM and OF, a new form of employment 
opportunity opened in the district. TTie youth, 
forthe first time, had the experience of being 
employed by a large amorjihous body; an 
employer, thcorganisation, whom they could 
not see or peroeivc cicurty. These organisa¬ 
tions also brought in employees from outside 
the state. Trade union activities started taking 
roots. These provided an opportunity for 
exposure to things happening outside Ihc 
district and soon became a forum of 
interaction between the people from the 
di.sinct and outside. 

IV 

Implication of the Changes 

The cumulative effect of these develop¬ 
ments on the two villages was, however, 
somewhat dilferent. In Shobhapur, it was 
more of a gradual change. Mandalwars are 
said to have financed the liighcr education 
of hnghi studenis of the village, by sending 
them to Nagpur and Indore. Hui in Ramhaat, 
where the education was earlier restricted to 
the Dubey family only, the change was abrupt. 
Many young people from middle peasantry, 
whose fathers had started expanding their 
agncultural holdings and thcincome, started 
attending college with Ihc cstahlishmeoi of 
(he first college in the distnci m 1954. Many 
also siancd getting employed in the SPM 
and OF. Cnascqucnily, (he middle peasantry, 
who by (hen had accumulated substantial 
land assets started raising their voice against 
tlic old elite. 

Banwari Chowdhry, after completing his 
graduation, had settled down in the village 
on his farm. As the other two graduates, the 
younger Dubeys (Samonih Day al and Aswini 
Dubey) were less accessiljle to the public, 
people .started seeking advice from Banwari 
Chowdhry on various matters requiring 
interaction with the external agencies. 
Girdharlal Chowdhary, ion of a small fanner, 
also bad settled in the village aiound Ihc 
same tim and had stafted a sniall tailoring 
shop in the village. WiibhisassodatioawHh 
the trade unions dunng his earlier days,* he 
started criticising the actions of Dubey in 
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'■rioaiformi. TltoughRamPnuadwaaune 
f the only few ‘educated’ people in the 
9S0c and 19^, hii tons were among many 
thcT'gnKtuaieirromMahanagBr'. Already, 
lere was one ‘graduate from Jabalpur’ and 
ne from Indore. There were a few other 
raduates in Ram|iaai, who were distant 
elatives of the Dubeys. But. most of them 
ad sought employment outside the locality 
nd had migrated out. 

By this time education had gained 
opularlty in Tangra. In mid-1970s with the 
Itroduction of 10 + 2 system of schooling, 
i 1978 thedistrict education office pro|H)scd 
pgrading cither the high school at Ramhaat 
r the middle schiMil at Tangra, to include 
lasses Xt and XII. On this occasion, 
iirdharlal Chowdhury and Banwan 
’huwdhry started mobilising opinimi m the 
illagc. They put furwardihcargumcmthui, 
lanygirisfromTangra were attending school 
p to class X. It would be very difncult for 
Km to pursue their .studies any funher if 
K school wa.s located in Ramhaat. At the 
ame time, most of the families in Ramhaat 
id not want to pursue higher studies. It was 
niy students from other villages who were 
itending the Ramhaat school, if they could 
nmc to Ramhaat. they could also come to 
angra without any inconvenience. They 
ladcarepresentatinntn ihedistnci education 
fTicer (DEO) in this regard. Though DEO 
litially agreed to upgrade the schtxil at 
'angra. later the High school at Ramhaat 
'as upgraded to the staiu.s of an intermediate 
ollege, on the ground that it w&s a much 
tore convenient location. The residents of 
angra were extremely hurt with this 
ecision. They allege that Dubey had used 
IS influence to 'snatch' the schtxil trum 
icm. This incident ha.s left a very deep scar 
I the minds of the people. 

InShobhapur. when ihcSiatc Warehousing 
orpormion (SWC) was planning to cstaMi.sh 
leir godowns in one of the village.^, the 
landalwars acted very differently. Kiimar 
ingh Mandalwar vtsiicd many other l^e 
indowncfs in the ncighbouriiu villages, 
:fore a gram sabha (an open VII lage meet i ng I 
as called in their house. In'Ihfi meeting, 
ley declared that they had discussed with 
le ofTicers of SWC. who had agreed to set 
[> the godown in one corner of Shnhhapur 
llage, on a plot of land purchased from 
lem. Unlike in Tangra. where the villagers 
ime to know the decision when they visited 
e DEO’s office, in Shobhapur the derision 
ifluenccrs themselves addrcs.scd the 
ibiic. 

.n the 1979 eicctioas of the panchayat. fur 
e first tiOK. the villagers of Tangra decided 
put u|ra candidate against Ram Prasad, 
ut Ram Prasad Dubey pre-empting a 
mfirontaiion decided to take voluntary 
irement from active politics on the ground 
'ageiiig,JustbcfoRthcclccti<m.s. He refused 


to file his nomination. He was about to reach 
his 70s. 

In Shobhapur also, the opposition started 
gaining strength. After the 1962 elections, 
with the waning of the Praja Socialist Party 
in the district and the nation as a whole, 
Kunwar Singh Mandalwar joined the 
CongressfR) and later the Congrc.vstI). Rut 
he did not get the party ticket for the 
assembly elections. Litter the Mahanagar 
constituency was divided into two 
eonsiilucnctes, Mahanagar and Shyampiu. 
Sliuhhapur fell m Shyampur cunsiitucncy. 
But even after division of the constituency, 
the party nominated Girdharlal Ragliu- 
vansht for the assembly elections. Cirdharlal. 
who hod a very hod social reputation in t)ic 
area, had acquired strong muscle power over 
the years. He was also supported by the local 
traders. On this issue thm was a fissure in 
the Mandalwar family. The three younger 
brothers decided loquit the Congress, which 
in ihcir opinion was a ‘unjust parly, 
supporting hooligans’; but the eider brother 
refused to leave. 

Over the years many baniaftrader) families 
hiHJ settled down in Shobhapur. Thc.se people 
with capital were involved in gram trade and 
money lending business. During the land 
reforms it was this group of people who 
started buying substantial proportions of the 
land that came into market. This group of 
people were strong on their economic power 
over the village but lacked social sanction. 

With the split in the Mandalwar family in 
lute I970s.thisgroupofpcorlestancdraising 
their voice. The Agarwals ot the village were 
.'iuppiirters of the Congies.s. Along with other 
giain uKrehants of Shyampur they al.so 
supportedGirdharlal Raghuvanshi. With the 
split in the family, the loyally ot the village 
was also divided as most ot the middle 
poasanis were with Mandalwars. In the 1984 
elections. Subhash Mandalwar, the youngest 
brother. Inught the elections for the post of 
sarpanch wi ih the Bharatiya Janta Party (BJP) 
support. Arun Agarwal. one of the leading 
grain merchants of the village, amlested 
against him. forihe firsttimeonthc Congress 
iickei. Kunwar Singh refrained from partici¬ 
pation. But the villagers who were loyal to 
the elder brother of the Mandalwar family, 
.supported Aron Agarwal against the youngest 
Mandalwar. A.s a result, for the first tinK in 
the history of the village, Subhas Mandalwar 
wa.s defeated in the election. 

It i.s inicrcsiihg to note people’s reaction 
to this event: ‘with Kunwar Sa'h (the elder 
brother) .still around, why should the younger 
brothers light'’. Even Arun Agarwal refrains 
from speaking ill of the family, though people 
have started talking about the lamily feud 
taceiiously. But in Ramhaat. the situation is 
quilcdiffcrimt Aricrlhcpanch.'iyatelections 
of 1979, people vociferously started opposing 
various moves by the family. 


V 

ProinotkMi trfOQeccds Growen’ 
C<Mipcrative 

In 1982 primary Oilseeds Growers’ Co¬ 
operative SiKieiies wine promoted in both 
these villages through the Spear Head Team 
(.SHTt of MPOILFED. While promotingihe 
co-<ipcrative, the SHT membins visited all 
the villages in the area of operation of the 
proposed societies. In the area of the Tangra 
Oilseeds Growers’ Co-opcraiive Society, 
mey ijcmtiicd Ram Prasad Dubey as otK 
ot (he key persons in the area. After 
discussions with him and considenng the 
locational advantages of having the society 
at Kiimhaai. it was decided that a society 
would he promoted in Ok area, with its head 
quarters at Ramhaat. Dubey offered to let 
use a part of his mansion for the so-iety. But 
a group of farmers from Tangra, 1^ by 
Banwan Chaudhary. represented the case 
fur having the society iif Tangra as against 
in Ramhaat. 

Tliey came in a group to meet the team 
leader (TL). and argu^ that the village 
Ramhaat had an undue share of the benefits 
of development, due to the influences of 
Duheys. Thcyexpressedlhetrdissalisfaction 
about allocation of all the funds mobilised 
by Dubey m Ramhaat rally, at the cost of 
their village. Ibey alleged that Rom Prasad 
Dubey had alreay managed to get a service 
co-operative society opened at Ramhaat. 
Then the Postal and Telegraph Deparuneni 
^so found Ramhaat more suitable to open 
a post offree. When the bank wanted to open 
a counter, they found Ramhaat already had 
a school, a post office with telephone 
connections and a co-opcralive society. So 
they chose Ramhaat to open the counter. 
They also lamented about upgrading of the 
high school at Randiaat. which they Cought 
was unfair. This, they argued, was a never- 
ending process. They {dcased with (he TL 
to give them one chantx: “We shall make 
this society a success. Ptom the ptoTit that 
we make from this socieiy, we wdl make 
our roads broader. Then, the external people 
like you will find our village also conducive 
for providing further suppon.’* 

The TL was impress^ and agreed to 
locate the society office at Tangra with in 
explicit condition that in case of poor 
performance, it w ill be shifted to Rmnliaat 
A ftcr I hese discu.suons at MPOILFED ofTioe, 
the SHT visited the villages again. While 
discussing with Ram Prasad. SHT agreed 
with Ram Prasad’s app re hension about the 
ability of the kurmi community from Tangra 
to mn the co-operative. The TL, however, 
opined that iht^ must be given a chance. 
Another person who expressed doobis aboiR 
anything working out in the vitlage wm 
Gnanasahu, one of the grain mcr cl w u u of 
the village. 
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Tlwtfgh there were no grain merdints in 
Ramhaal village. Gnanasahu was one of the 
merchams based in Tangra. He had a small 
general ineichandiM shop, close to the 
entrance of the village. He traded in a wide 
variety of domestic articles and agricultural 
commodities on credil-cum-sale basis. 
Ganasahu acted as an agem of some kuccha 
aihatia (commission agents operating at the 
regulated markets) of Mahanagar. Though 
mostly fanners sold larger lots of theirgrains 
directly in the Mahanagar regulated market, 
they also sold some small quantities of their 
pnxiucc to Gnanaseth. Some of the smaller 
landholders marketed their total surplus 
through Gnanaseth. He also owned land in 
the village (about 25 acre i n the whole family). 
He told the TL that as there were many 
factions in the kurmi community in the 
village, they will not be able run a co¬ 
operative effectively. 

After several discussions with the villagers, 
a promoters' meeting for the proposed 
OilseedsGrowers' Co-operative Society was 
cal led at Tangra in September 1982. During 
the discussion people sought clarifications 
on how the purchases will be made in the 
village, how the payment shall be made, who 
shall be responsible for disbursement of 
money, who shall hold the stock after 
purchase and many other issues. Banwari 
Chuwdhary and Girdharlal took the lead in 
many of these discussions. Both of them 
were quite critical about many of the 
procedures suggested by the ft^eration. 
However, not many clarirications were 
sought in the matter of election of the ofTice 
beareis. The villagers kept suggesting that 
the TL should nominate the management 
committee (MC). Though as per the official 
nequiremenl.s. the TL could nominate the 
MC for the first three years of operation of 
the society, the team thought it would be 
better to have a MC, notional ly elected by 
the villagers themselves. The TL could 
thereafter nominate the board so selected. 

A large number of farmeis including the 
patels attended the promoters' meeting. One 
of the conspicuous absentees in the mdeting 
was Ram Prasad Dubey. In this meeting, 
the sclcctiim of the office bearers of the co¬ 
operative were to lake place as announced 
earlier. In the meeting when nominations 
were sought, the villagers dispersed into 
various small groups. They did not want 
to discuss matters in presence of the TL. 

As per the legal provisions, a primary co¬ 
operative society i s required to have members 
of scheduled caste, scheduled tribes and 
women represented in the MC of the society. 
Rut the TL using his discretionary powers, 
ruled that as this was a new society, and no 
members from the weaker sections had yet 
registered, there was no need to include three 
members, for the name sake. He however 
atfirined that he was discussing the matters 
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wkh vtfioitt tribal tewefaotdi of lUm^ 
As and when they enralled themaelves ai 
members, they may be included in the MC. 
It was agreed mat ihisparticularctMipentive 
is specifically going to cater to the needs of 
the oilseeds growers, and os per the by-laws 
of the Federation, only farmers owning some 
land on which they grew oilseeds could 
become members of the society. And, 
because land was mostly owned by the male 
members of the family, there was no need 
for a lady representative on the MC. 

After about an hour's discussion outside 
the meeting hall, the villagers re-assembled. 
Girdharlal informed the team members 
about their choice of the candidates. All the 
nine names were read out. They included 
names of Banwari Chowdhary. Girdharlal 
Chowdhary and Anand Dubey. The team 
raised objections about inclusion of Dubey' s 
name, on the ground that all the membm 
nominated were required to sign the 
documents. However, some of the villagers 
insisted that someone from the Dubey family 
had to be represented in the MC. If required, 
they would go. to Ramhaal and fetch him, 
but ^ committee could not be formed in their 
exclusion. After some lime Anand Dubey 
arrived and signed the documents. He apolo¬ 
gised to the TL for his delay saying that they 
had some other urgent appointments. He 
also conveyed that his father had wished the 
society well and regretted his inabiliiy to 
attend. He left the meeting after signing the 
required papers. It may be noted that in spite 
of unwillingness expressed by the larger 
landowiMrs of Tangra, Anand Dubey. who 
was not present in the meeting, was made 
a member of the MC. In spite of ill feelings 
towards the Dubey family most of the 
cultivators, includingcurrently large farmers 
like Banwari Chowdhary, continue to lake 
land on tease from Dubeys. Many villagers 
stated that a committee for public purpose 
(which, in their view, a co-operative per¬ 
formed) cannot be and should not be con¬ 
stituted in the area, without representation 
from the Dubeys. It was rumoured that the 
people who suggested inclusion of Anand 
Dubey in the committee, were under threat 
from the Dubeys about not getting land on 
lease. The opposition to this al.so may not 
have been strong due to very similar 
reasons. It may be noted that the name of 
the youngest l^her, who was not even 
present in the meeting was propo.sed. But 
when his attendance was insist^ upon by 
the SHT, the villagers could go and fetch 
him. Itappears that this suggestion was made 
in full view of Ram Prasad Dubey. 

The process of promotion in Shobhapur 
was very different. At the time of promo¬ 
tion of the co-opentive, assa result of an 
altercation with Girdharlal Raghuvanshi, all 
the four Mandalwar brothers were 
imprisoned in the Central Jail. Vikasnagar. 


Asmai rillifgil WM 
towards the ktoa of i ctHipetaUve uckty. 
But no one in the village or outside, directly 
to sign the required papers. This un¬ 
certainty continued for a prolmiged period 
till a group of villagers visited the Mandal- 
wan in the Jail to dlscuu the issue of co¬ 
operative society. The TL was also invited 
to participate in the discussion. Alter the 
Mondalwars were convinced and assented, 
many people from the village came forward 
to form the society. Gobind Singh, a teacher 
and Shyamlal Drora, a distant cousin of the 
Mandalware, look the lead. Deora was also 
actively Involved in the promotion of the 
Service Co-operative Society in the village 
in early 1960s. He was the second largest 
landowner in the village. His great-great- 
grand father, first cousin of Uie then head 
Mandalwar, had acquired some muafi land 
(proprietorship in lieu of a share in the 
malgujari rights). Deora had also taken the 
responsibility of managing the Mandalwais' 
farms in Iheirabsence. He was ‘unaniinously’ 
nominated as the chainnan of the society. 

It was also recognised that the secretary 
would play a key role in the functioning of 
the organisation. The selection of the 
secretary was. therefore, repetiledly discussed 
with the TL. 

I n Tangra, Ram Prasad suggested the name 
of a young graduate son of a small fanner 
from Ramhaal. As the small landholding 
was not adequate for generating substantial 
revenue, the person named was looking for 
ajob. But Banwari C!howdhary andGircBiarlal 
campaigned very strongly in favour of 
Narayan Patel of Tangra for the post. Narayan 
Paid was the elder son of Nundkumar, who 
had been elected as the Patel of Tangra in 
the elections earlier On the repeated 
insistence from a large majority of members 
Narayan Patel was appointed as the secretary. 
It needs to be noted here that unlike most 
otherco-operati ve societies in the area, where 
the secretaries came from families lower on 
the social hierarchy, and the larger 
landowners occupied the positions of 
chairman, in Tangra OGCS. the elder son 
of the second largest landowner (who was 
alsoelccicd asthc paid of the villogcloffered 
to act us the secretary, it needs also to be 
mentioned that the TL explicitly emphasised 
his preference for 'competence' and ‘popular 
opinion'. Narayan Patel was rank^ very 
high on both these counts. 

The selection process in .Shobhapur was 
a rather smooth proccu. Moat of the vil lagers 
who had opted to become members of the 
OGCS. were fairly close to the Mandalwars, 
and were being led by Deora, who himself 
was a large landowncr'wiih fairly strong 
sodd base in the villages. He suggested Ibe 
name of Prabhudas Vfcnna, son of a small 
farmer, who was working as an accountant 
in a trader's shop. His nomination was also 
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4kii^ Maidilwran hi tbe jail. 
WHh Uialr oencumnee, Pnbhudas wu 
■tipbi M ed v the wcnuiy. 

A lai|e mimber of fanim from Tangn 
gave their produce to the aociely. Though 
aerioua attempts were made by Banwari 
Chowdhary and Naiayan Patel lo procure 
soyabean from Ramhaat and other villages, 
oidy a few farmere supplied their produce. 

I From Ramhaat only Anand Dubey 
participated in the procurement process. Even 

he sold about 12.8 quintals soyabean to the 
society, which was a small proponion of his 
produce. 

On the other hand, with a substantial 
proportion of Shyamlal Deora's and 
Mandalwar's (the two largest producers of 
soyabean in the village) produce coming 
into the OGCS Shobhapur, Prabhtidas did 
not have to worry much about meeting the 
minimumrequirementsftargetsrixedby MP 
OILFED). Whereas inTangra, both Narayan 
as well Banwari represented the newly 
upcoming centres of power. As a result they 
hiki to put in much more effort lo obtain the 
minimum specified volume of business. As 
a result they could spend less tune on 
improving the operating system. Though 
MP OILFED olTicers were satisfied with 
their meticulous record keepi ng, people were 
not very happy with the operating system. 
Howe ver, under the threat of the headquarters 
being shifted to Ramhaat, this was rarely 
expressed. 

VI 

ElecHons of the MC 

On expiry of the tenure of the first MC, 
elections were conducted in both the societies 
in I98S. By that time, Mandalwar brothers 
had been released from the jail. Meanwhile, 
Arun Agarwai had constantly tried to be a 
member of the society. As the by-laws of 
the OGCS provided for membership only to 
peasants not involved in oilseeds trade, his 
applicalinn wasrejeciedinall iheihiee years, 
even after his election as a sarpanch. After 
losing the elections of sarpanch, Subhas 
Mandalwar started paying greater attention 
to the Shobhapur OGCS. He had started 
spending subsiamial time in looking into the 
records of the society, though he was not 
even a member of the MC. He also started 
contacting many farmers for supplying their 
produccintheca-openiive. But any attempts 
of intervention or even efforts to gi ve advise 
on oilseeds trade by Anm Agarwai was 
strongly resisted. At the time of elections 
lo the MC. Subhash Mandalwar was 
unanimously elected as the chairman of the 
society. 

But the process of elections was ntH vtiy 
smooth in Tangre OGCS. As the clecuon 
timet drew near, Samanth Dayal Dubey. 
elder son of Ram Prasad Dubey, started 


takiiif imeitft la the Mdety. He alio 
cotOacted the oflloe of the Militani legittrar 
ctM>perativeiocietki(ARCS). Asihesociety 
did not have many women or scheduled 
caste and acheduled tribe members, he 
pleaded with the ARCS to nominate such 
membeninthcMC.in line withihediiectivcs 
ofthe slate. Just before the elections an order 
was passed from the office of the ARCS that 
three reierved seau be filled. After some 
lime another circular was issued nominating 
Sneha Dubey, wife of Anand Dubey. and 
two other members of SC and ST from 
Ramhaat for three reserved seatsof the MC.*" 
As his wife had been nominated to the MC. 
Anand stepped down in favour of his elder 
brother. Hence in the nine member MC, four 
persons were from Ramhaat. The elder son 
of the Patel of Fulia Kalan (who wgs also 
brother-in-law of Narayan Patel) was also 
elected to the MC. Four other persons were 
elected from Tangra. Banwari Chowdhary 
contested for the post of chairman. But he 
was defeated by one vote. Sukhnun Mehio. 
one of the members from Tangra was 
appointed as the vice-chairman. His nanne 
was proposed by Samanth Dayal. 

The villagers said that Sukhram, a tenant 
on Dubeys' land, had been offered a 
concessional rate of lease. It was also opined 
that Sukhram's grasp over the matters of the 
co-operative was fairly limited. As the 
chairman and Ihe vice-chairman were not 
well acquainted with Ihe managcmenl of Ihe 
society, it was primarily run by the secretary. 
Moreover, as Narayan I^tel himself had his 
own standing in the village, efforts to retrench 
him had not been successful. 

VII 

Post-Elections Scenario 

In l9Kh. Prabhudas Verma, secretary. 
Shobhapur Society suffered a paralytic 
attack. Substantial support for his medical 
treatmeni ai Bhopal was mobilised by some 
of the villagers. Bui as he had developed 
some permanent handicaps, people started 
expressing their doubts about his ability in 
perform his duties again. However. Subha.sh 
Mandalwar actively campaigned for his 
continuance on the ground that “after all he 
was one of the sons of the village, and in 
his bad days the village could not leave him 
tofcndforhimseir. Finally, it was resolved 
in the MC, that two other assistanis would 
be employed, whom Prabhudas would train. 
Ai this time an offer was also made to 
Prabhudas by Ajun Agarwai to keep acunints 
of his tradings. But Prabhudas chose to 
continue as the secretary. 

In 1987, a proposal was moved by ihe MP 
OILFED that al I societies which were making 
profits, would be supported through a grant- 
cum-loan scheme of the National Co¬ 
operative Development Corporation for 


comlniction of a 100 MT godowa. Aa the 
OGCS at Shobhapur and Tangra were 
running in profit, bmh were given aanctions 
under the scheme. In Shobhapur Subhmh 
Mandal wtf called a roeetiitgof the impoftant 
peopleof the village, which induded amongH 
othm, almost all the members of the MC, 
and two elder brothers of Mandal wars. After 
Ihe meeting in Mandalwvs house, the group 
visited a few sites where the godown could 
be constructed. It was resolved by the group 
that the godown would be constructed on 
one of the plots near the cnrance of the 
village, whm roads from two other villages 
meet, li would facilitate the procurement 
operations in front of the godown itself. 
Incidcraally, the plot belonged to Shyamlal 
Deora. As he was also one among those 
present, decision was immediately taken that 
he would sell the land lo the co-operauve. 

The situation was otherwise in Tangra. 
Majority of the members of Tangra OGCS 
were from Tangra and not Ramhaat. The 
headquaners of the society also continued 
to be at Tangra, though this was not appre¬ 
ciated by Dubeys. With the proposal of the 
godown being sanctioned, the Dubeys 
made immediate moves. They identified a 
plot of land in village Ramhaat, where the 
godown could be constructed. But. when 
Narayan Patel gut a hint, he started 
campaigning against the move. After that, 
Dubeys identified another plot of land, 
adjacent to village Tangra, hut in Ramhaat. 
They publicly olTercd to 'donate' the land 
to tlw co-operative for consiruction of the 
godown. Banwan and Gindharial resisted 
this move. They plalgcd that if the society 
was to run with me produces of Dubeys 
alone, they could construct the godown any¬ 
where. Bui as Dubeys sold nine-tenths of 
■heir produce through private traders, and a 
major procurement of the society came from 
other farmen like themselves, the godown 
could not be constructed on Dubeys' land. 

Due lo strong opposition from all tides, 
including large landowners from some 
other villages like Patels of Ambli and 
Fulia Kalaii, the godown was finally 
constructed at one side of the village Tangra, 
on a plot of land. purcha.sed by a group of 
farmers in Tangra and 'donated' to the co- 
operaive. 

vni 

Coactmion 

From the two cases discussed above ti can 
be seen that there arc powcriul people in the 
villages, who continue to inDuence the 
decision-making processes in a villas level 
co-operative organisation. Even when they 
are not a part of the formal power sliuctuK 
of the organisation, they influence ibe 
decision-making process, using vwfout 
mechanisms. However, the m ncbeiii M ia t nf 
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influendng decisions in ■ villige level co* 
operative, employed by the economic power 
elite and soci^ power eKie are signiflcantly 
different. For the elite with suaal sanctions 
local support in turn becomes an important 
source of their power. But the elite without 
such sanctions tend to depend on their 
economic power and hence use that as a 
mechani.sm of intlueocing decisions. 

The oppositions against these two forms 
of power i.s also manifest in diflercnt ways. 
As thenumberofpeoplewho‘feel oppressed' 
ate higher in the cases where the elite docs 
not have social sanction" the opposition 
often turn inioaconfrontation. The opposition 
gains momentum from a variety of changes 
taking place in the local and wider stK'iety. 
H^tple whoacquired someland in thcprucess 
of land icfoims, could also educate their 
children. Those, in turn, also got exposure 
to a wider world and .started questioning 
many of the processes which had been 
locally institutionalised. With these abilities 
they also acquired the position as a referral 
group, which earlier was enjoyed by only 
a limited few. This also helped them acquire 
further social and economic power. As these 
people, who canic up from the noi-so-rich 
class hod a better social position than the 
alienated economic powcrelite, they became 
the new power centres in the area, On the 
contrary, in Shobhapur. the new emerging 
groups colluded with the elite. 

This comparison also raises .some questions 
related to the process ordcmocmtisution in 
the rural rn-uperatives. We find that through 
various mechani.snis the power groups 
continue to influence functioning of these 
co-ops. which arc by definition, supposed 
in be democratic organi.sations. In Tangra 
OGC.S. wc find that there is a struggle going 
on between the two power groups; the old- 
established and the new-emergent. 
Considerable energy of the people involved 
in the management of ihe.tc organisations arc 
invested in management of this struggle. But 
Shobhapur OGCS po.scs many other 
questions. Though Shobhapur OGC.S is 
considca’d to be a co-op .society running 
fairly well with elected M([]. we find most 
of the decisions arc taken only with the 
appro vol of I he cli te. This process of deci sion- 
making continues to create n situation where 
inconveniem decisions arc not altered and 
yet not totally digested.‘-These lorm a part 
of (he institutional arrangements which 
intorms the society as a political priK-ess. 

To sum up. the political pnx.'csses in an 
organisation docs get affectedby institutional 
arrangements of the society, within which 
It operates. This has serious implications 
for organi.sations, which arc built on the 
premites ol democratic pnnciples. If the 
process of democracy presupposes an 
lutonomous space for 'imJividual’ and 
.hereby individual member's willingness lo 


hive Ml independent opinion, which he 
expresses in the form of his vote, then only 
the question thu needs to be asked is: ate 
not co-operatives as democratic institutions 
impossibilities in such settings? But, if we 
turn the issue on head, then altemalively 
the question can be fotmulaicd: i f indi vidual 
is nut an atomised entity, then the democratic 
process in each context will have its meaning 
only with Ihe specific institutional process 
and. therefore, how do decision-making 
processes acquire specific character can be 
undcrslixid only with reference to the context 
in which the organisation is placed. 

Notes 

[An earlier version of the pajMr was prescnicd 
in the Symposium on Management of Rural 
Co-operalives. December 7-11. I9U2 held al 
Ihe Institine of Rural Managemcnl. Anand. 

I am thankful lo Vikash Pandey for his 
valuaMe cnmmenls and suggeslinns on the 
eorlicr dmfis of the paper. Usual disclaimer, 
however, applies.) 

1 In this paper an atk-iiipl is made lo explore 
(he differences in the dccision-niaking 
processes by the <wo cniegones ot powerful 
people in the village and whal implicalionx 
they have on (he performance of a co-op. The 
(WO groups of land-owning jiuwerful people 
ore refened to as economic power eliiu and 
social posver elite ivspcciively. I need lo 
cl.-irity here that the leim .social power due 
would refer lo people whose source ot power 
wa.s economic holdings and who enjoyed 
high social sanctions xs well: and not those 
who had high social status hut were weak on 
the economic fmni. 

2 SirEllniKIM6.S'Ch4.Para.ininihe.Vrtdrniriir 
Rrpiiri, of the disinci has discu.ssed the 
lenlaliveness of Ihe land a-venue sy.stein m 
great detail (also sec Hoden-Powell 1892) 

.1 CiirbeitandKusscl(l90H Ch VIII. Purj 2(M) 
have discussed Ihe growth of proprielary rights 
of vanoas inicrmedione.s 

4 Both these families have been discussed by 
Corbel! and Russel (1908). The Mandalwors 
have been included among Ihe leading fanulics 
of Ihe disirid Though l>uhcy family has noi 
been discussed in ihc hook, nummge ol 
Gangabai wiih Uusley has been nKniioned. 
Similarly. Ihe Gozetleer is silent ohiui their 
social oslrocisalion, but the discussions with 
leaders of Ihc present Brahmin .Somaj in 
Vikasnagar docs indicoh: so Even today the 
marriage paiiern of (he family belray.s 
disguised ustraci.sation 

5 The SmlfHifni Rrpttrt 1 186S) and Ihc 1908 
DisinctGa/eticcr, though discuss Mandalwors 
as one of the leading families of ihe disirict. 
ito not make any menlitm of Dubeys 

b Even now villagers say 'Pala nohin sahab 
woh to babar sohah logon sc boot kane hoin. 
aur unka kaam ho jola hai' (We don't know 
how. but he talks lo officers outside, and Ids 
work gels done) 

7 ThisgnHipofkurmis.whoiHiwinhabitTangia 
village, are popularly known as 'Pordcsi 
Kurmn’. According lo the Brahmin Samoi of 
Vikasnagar. this was done as no families were 
willing lo seiile down under the malguprt of 


Ml otitcaiie fimdly.. Smm oiban alMt 
abouiihebaaona^inglntiipvUlafaiiii 
by the Bnhinin Samaj M that dme. Raw 
familiet included aomeiribaUwtio hat' 
to Ramhaot at farm lidtour emphy 
Dubeys and two mualim fimillei. 

R Many oniitn of national fama, Inc 
Uitad Vilayat Khan. Bitmillah Khoi 
Amjod Ali Khan have spent lime ir 
village house. The family ufcet pr 
displaying ihcir photographs at hit h 
9 Hehadearlierwo^edinSPM.HepfocI 
the fell 'need lo come back lo the vt 
as a reason for giving up his job with 
Though many other villagen allege if 
services were terminated due to trade 
oclivities in the plant. 

10 The state goveminent diieclivet pen 
Ihc ARCS 10 nominate candidotea lo 
reserved category seals, if there wet 
many members from those categories (r 
a meaningful dections. 

11 It was observed that Ihe terms of land n 
were almost identical in both the vil 
The miinbcr of cesses levied, (as cot 
recalled by people) were also not signifii 
diffeienl. But, tenants of Dubeys a 
thought they were not given (he 
Irealmenl. whereas must people in ,Shob 
were favourably disposed tov 
Mandalwars 

12 In Shobhapur, Ihe location of the godo 
(he entrance of the village had nu 
inconvenient for many people to brin 
produce lo Ihe cent re. Bui whenever que 
were asked about this issue, people fell 
uncomfortahle. Tlic discussions mosllj 
uneasy lum.s 
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Reliance Is India's most valuable 
home grown private sector company and 
a premier architect of weaith in India. 


Value Creation Strategies 

StroBg anil conilitcnt HnaDcial 
pcrfonnancc ha* enabled Bellajice to 
lay the foandation for contlnuontly 
enhancing shareholder value. Never 
before has ReUance had the capabttlty It 
has today for taking advantage of the 
many opportunities bcTorv ns. Never 
before have we had in place, the 
components for profRably gniwing our 
business and enhancing shareholder 
value, as we have In 1997. 

Reliance aims lo bui Id shareholder value 
by applying value erealion strategies across 
the major business and financial policy 
dimensions of the company. We believe that 
over a period of tinne, communication of our 
strategies, ochievements and strengths will 
lead inevitably to the enhancement of value 
for discerning long term investors. 

Let mcenumcraic the elements of our value 
erealion strategics on two dimensions - 
financial and business. 

Financial 

Capital Efficiency 

We recognise the need to continuously 
improve capital efficiency as measured by 
return on equity and .sustainable growth of 
earnings per share, at least on par with global 
chemical companies. We have set ourselves 
ihetargetiifachlevinga209 compounded 
growth In earnings persharc and a retnm 
of 20% on shareholdeni' funds over the 
next 5 years. These objectives will ensure 
susiainahir returns lo ihc company with a 
healthy margin over Its cost of capital 
through busiiiess cycles. 

Dividend Policy 

Wc seek to reward shareholders through 
dividend and capital appreciation. Reliance 
aims at regulariy increasing the dividend 
rales. Our dividend policy emphasises a | 
reasonable dividend pay out ratio of 
around 25%. subject to growth plans and 
the needs for capital planning ncxtbiliiy. 
Financial Prudence 

Wc arc the only private sector company 
in India to be rated by three international 
credit rating agencies. Wc arc committed in 
maintaining nur ratings at the top end of 
local currency credH ratings and the top 
end of foreign currency credit ratings 
within the arnsirainis of sovereign rating 
We will retain the financial flexibility to 
create a capital structure consistent with the ; 
needs of maintaining the targeted ratings | 
Bonus Programme 

A bonus offer reflects our confidence 
in the fbture camingt growth of the j 
company. We will review actively, a 
programme of fliturcbaniBi share iasnes | 
to wihaace shareholder value. 


Share Buy Back Programme 

It has been conclusively demonsuaied 
by several research studies done 
intematioiially that i consisiem programme 
of buy bock of shares is instrumental in 
increasing the wealth of shareholders. We 
will implement a programme that is 
consistent with flaanclal prudence, 
invcstmcBt optfons in asset buiidliig and 
aspirations of shareholders. Our 
shareholders, os also equity research analysts, 
have communicated to us that the stock 
market has undervalued our shares and that 
they represent one of the more profitable 
investment avenues. 

A buy back programme, we believe, will 
go a long way in unlocking this value for 
our sharehntdm. The new Companies Act. 
which IS yet to become law. would enable 
us to examine this option in enhance 
shareholder value. 

Equity Issuance 

We have added Rs. 6.500 cmres (around 
U.S S 1,800 million) to our neiworth over the 
past five years. Based on cmTcnt plans we 
do not foresee any flirtlwr equity dilution, 
over the next two to three yean excluding 
the outstanding conversions. 

Paperless Trading 

During 1996-97, we became one of the 
first Indian cumpanic,sto join the depository 
system. Wc arc committed to a paperless 
sy.Mcm of trading and setllemcnt. Around 
20% of the share capital, representing 
around Rs. 4,000 crores (around I'S S1. 110 
mill ion) of market capitaUstioB, is already 
traded In a papetiea form. 

Accounting Standards 

We have a global inveslor base To 
provide a common platform on financial 
reporting, in oddiUon to Indian accounting 
standards, we will also be reconciling onr 
accounts in line with l)S O AAP standards 
from the current year. Your company has 
ajipuinied International Accountants. 

Employee Stock Option Programme 
(ESOP) 

We-want our employees to be our 
shartholdcfs. We are providing for a suxdi 
option scheineraroiirenipk)yoes.Relianceseck.s 
to align ib employee compcnsatKin structure 
with profitability objectives and shareholder 
iflicresis. An employee must sec his own 
pcrfonnancc and gnrwthdemed from anddns-cn 
hy his company's performance and growth Our 
employee stock option scheme will become a 
reality under the new Companies Aa when M 
hecomeslaw. 


Value Creation 
Strategies enhance 
shareholder value 
at Reliance 


Reliance does 
not foresee 
any further equity 
dilution, over the next 
two to three years 


Reliance targets 
''4 to achieve 
f 20% CARG in EPS 
f and 20% RONW 
over 5 years 
^ \ 
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30% compounded 
annual return 
to Reliance's 
shareholders 
over 20 years 


Reliance 

aims to double Its value 
in the next 5 years 


Consistent performance 
at Reliance 
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Bustoess 

Leoding Markti PotMota 

Onr ftrataijr of MdnfaiDinf kwllaf 
marlict potWoiii tai aO of ow boiliiaMi 
will continM. Our primaiy focui will he 
coficentraied on our exiMing buiineuet of 
fibres, petrochemicals, energy and 
infrastructure. In a developing market like 
India, we believe, maintaining leading 
market positions is the key to enhancing 
shareholder value. 

Value Chaim 

We sec the value chain la its totality. 

We ore committed to the manufacture of 
basic goods in the economy with strong 
vertical integration. Our businesses being 
integrated through the value chain allow us 
to avoid the volatility of individual business 
segments and maintain respectable 
perfornuince. This helps us to capture full 
value from natural resources through 
feedstocks and intermediates toend products. 
Quality and Competitiveness 
Reliance believes that superior 
profitability comes ftomsettingglobalqiiality 
standards and establishing competitive 
positions. Cost reduction, capital and 
operational cost competitiveness, capital 
efTiciency and world class qual iiy are the key 
operational themes for us. We bdlcvc we 
arc geared to perform well • even during 
periods of downturn In the petrochemical 
business cyde. 

Technology 

We believe hi iisiiig only‘stateHif-thc> 
art* tfchnologhn. 

Apart from choosing the 'best in class' 
technologies, our emphasis is on practical 
applied development, advanced process 
control and computer integrated 
manufacturing. 

Health, Safety and Environment 
The very nature of our business demands 
the best standards in health, safely and 
environment protection measures to ensure 
sustained growth. We are a signatory in the 
Global Voluntary Responsible Care 
Initiative. 

! Intellectual Capital 
I Wc believe that the new age of 
I information will demand that successful 
I organisations improve their learning curve. 

I Wc have to remove functional boundanes, 

I and dramatically change the way we think, 

I believe and act. InteHectiial capital that 
I rcprcMNtstbccollcctiTeliitctlectorafltfac 
i pMpIc In an organiMthia, will be at a 
j premhiin. We are investing substantially to 
I enhance the knowledge of OUT people, and to 
' facilitate this, a Management Development 
Centre has been initiated. 


I 
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Goal and Vision 

In light of the anticipated robust growth 
in the Indian economy, and our earnings 
growth forecast, we will cndcaviNir to 
doable the value of Rdhlace In the next 
flve yean. 


We piM io adU^ liiia goal diotiikh 

gtotall^^Q^gi^efllctaqMiil^ 

vataw. 

We are tnt ena e ly coBanMad to N 
coonted nBoogtt tba lop oonponloi In the 
world and one dial is iPoMly conipetMvt 
In all its bMincaNS. We an also committed 
to uphold a safe workplace, maintain world 
class environment standards and be a friend 
of the community. 

This is our goal and our vision. It is 
eminently achievable, given drive, courage 
and conviction. 

Retrospect 

A'leview of our past petforroance gives 
us the confidence that we can realise our 
dreams of the future. 

On November IS. 1977. we shared with 
Indian investors the initial opportunity to 
participate in Reliance's growth through our 
first Public Issue. A modest offer of Rt. 2.82 
crores(US$0.7 million). PromS8,000felk>w 
Indian shareholders in 1977, we have grown 
to become a 2.6 million strong family today. 
Tbe largest timiily of ibareboMcrs for ally 
Indian compony. And, pertmpe, the largest 
for any company In the world. 

In less than twenty years our sales have 
multiplied from Rs. 67 crotvs (US $ 18.6 
million) to Rs. 8.730 crores (US S 2.425 
million). Our nctworth has grown from 
Rs. 10 crores (US $ 2.7 mill ion) to Rs. 8,471 
crores (US $ 2,353 million). Our assets have 
increased from Rs. 33 crores (US S 9.1 
million) to Rs. 19,536 crores (US $ 5,426 
million). And our employee strength fiom 
3,500 to 16,778. 

Reliance now enjoys ■ market 
copHalltatlon of nearly Ra. 204100 crorca • 
2000 times Its market capItallMtIoa of Ri. 
to crores In 1977. 

We are the only Indian company that has 
grown so rapidly and created such an 
enormous amount of economic value for 
siKiety. and wealth for its shareholders. Wc 
have achieved ab tUs M a first generation 
enterprise. We have grown from witbia, 
in an entirely organic manner. 

Wc have endeavoured to create value for 
shareholders with two Bonus Issues, nine 
very attractively priced Rights Issues and 
sustained high dividends. Tbecompoanded 
annual rctom to abarchoMers over twenty 
years has been above 30%. 


1977 1977 1997 lll97 

Rs Crs US $ Mn Ks Cn. US $ Mn 


Sales 

67 

18.6 

8.7.30 

2.42S 

Neiwonh 

to 

27 

8.471 

2J3.1 

Assru 

3.t 

V 1 

I9.S.V> 

5.426 


This has been achieved despite the limited 
growth prospects in a constrained economic 
environment prior to the 1991 reforms. 

Financial Perfonnance 

Over the post five years, we have achieved 
consistent financial performance against all 
key indicators. 

On an annual compounded basis, our 
sales have grown 24%. our net profit has 
grown 52%. our assets have grown 28% and 
our earninp per shore has grown 22%. 
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It te Ml p«tfcfm«ace wtdeh hu nude 
youroonpMy lii«»'ili r|wtpfl »i n mlw 
cwiinBy • 1 poiilkHi which we chenih. 



91-92 

Rs.Crs 

96-97 

Rs.Cn 

CARO 

Sales 

•1.003 

94)20 

24« 

PAT 

16.1 

1.323 

32« 

Orotx Block 

4.314 

14.66.3 

28% 

EPS(Rs.) 

10.7 

28.7 

22% 


Even tt M dofiMAic indui^ was thrown 
open to internetioiMl competition with the 
lowenngofpenkifiiparitnriffii.Rdance managed 
to mmniain and impiove its n^iK and has 
demonstiMedRcaiisisiMfinaiicialperfatniance. 

Given our global cost competitiveness, 
we ore confidMt of competing among the 
best in the world, even undCT declining tariff a. 

Growth 

Hazira Petroehemkal Complex 

Your Board isconvinced that in emerging 
markos like India where there is potential 
for strong market growth, the setting up of 
world scale, low cost production facilities 
and achieving leading market positions will 
enhance shareholdervalue. Hence, inapenod 
of general economic slowdown and world- 
wi& downturn in the pclrochemical sector, 
we built productive, world scale and world 
class assets worth over Rs. 9,000 crores (US 
$ 2.S00 million) at Hazira. This project 
culminated in 1997. Eight product plants and 
around 90 .sub-plants have now been 
commissioned at Hazira. About 40.000 
construction workers toiling over two years 
made this happen We are the only Indian 
company to have translated a vision of such 
magnitude into a reality. Reliance's Hazira 
Petrochemical Complex represenis the 
largest single investment hy a private sector 
company at a single location anywhere m 
India. 

We brought on .stream our new, secund 
200,000 tonnes per year polyelhylene plant 
this month, inihe coming months, three new 
plants will goon stream - our thirdPTA plant 
with an annual capacity of .^30.fl(X) tonnes, 
our third MEG plant with an annual capacity 
of 120.000 tonnes and an 80.000 tonnes 
annual capacity PET plant 

Wehavetakenourannual manufacturing 
capacity from 1.6 to ovcrhmillion tonnes per 
year • a four fold volume growth that ini^s 
oor enny into the global chemical club. 
Jamnagar Petroehemical Complex 

We have already entborked on ihc next 
phase of our growth at Jamnagar. 

A new petrochemical complex 
compnsing Ihree paraxylcnc plants with an 
aggregate annual capacity of 1.4 million 
lonnes and a polypropylene plant of400.000 
tonnes per annum is expected to go on 
stream in the year 1999. 

On completion, these pJanls will raise 
our current manufacturing capaciiies by 
another 509fio9.3 million lonnesper annum. 

lajiiatflve years we woBid have raised 
oar annaal capacity over five times - 
fhin 1.6 milllaa tonnes to 9J million 
tonnrf 

We are also in the process of developing 
and implementing a petrochemical complex 
in Asum through a separate corporate entity. 


Waworaamallban-aninlanilnlMhialry. 

Wa m amaH now • at llM dooraiapa 

of opportunity. 39 
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Global Positions 

It is a matter of pride for all of us that 
Reliance has brought India onto the global 
chemical map. We are the fifth largest 
producer of polyester staple fibre in the world, 
the sixth largest producer of polyester 
filament ywn in the world and the tenth 
largest producer of HPOE/LUOPE in the 
world. The 750,000 tonnes ethylene cracker 
plant commissioned Ihis year is the largest 
multi-feed, gtassroot ethylene cracker in the 
world. With (he completion of curreni 
projects at Hazira and Jamnagar, we will 
emerge as the second largest producer of 
paraxy lent in the world, fifth largest producer 
of polypropylene in the world, third largest 
producer of PTA in the world and the tenth 
largest producer of MEG in the world. 

Infrastructure Sectors 

Our mobile telecom iniuative will wver 
athird of India's population - over 335 millioi> 
people, equal to the population of the United 
States. It will also cover over a third of 
India's land moss. Reliance Telecom aims to 
be one of the largest private sector telecom 
companies in India. 

Reliance Telecom will be setting up mobile 

phone service networks m diiiieen stales of 
India. There is a crying need for investmenl in 

communicaiion faciliiies in the underdevdoped 
Ilians of North East India. We will fulfil these 
needs and significantly contnbute to economic 

powih since it is an e^abbihed fact that growth 
in telecom infrastmeture accderaies economic 
development 

A basic telephone service network is 
being SCI up in Gujarat. Cujaral as the most 
industiiahsed state in India and with rdaiively 

higher per capita income offers g<xxl potential 
for basic telephone services. Reliance has a 
'home-state' advantage in Gujarat. We also 
enjoy a strong brand recognition among (he 
customers and investors in Gujarat. 

In the power sector we are developing 
and implementing three independent power 
projects in Delhi. Gujarai and Maharashua. 
through separate entities, wiili a total 
generation capacity of 1.331 mega watts. 
Reliance aims to integrate its forays into the 
power sector with the group's petrwhcmical 
and petroleum businesses. 

Our oil and gas initiative enables the 
completion of the iniegratiua chain, 
enhancing value addition. Ourunincorponued 
Joint Venture (o produce oil and gas from 
Panna. Mukia andTapii fields is progressing 
satisfactorily. 


( Jmtnnm Pr i mm e r I rnt n inet Ihi 


Four fold volume grow 
at Reliance 
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ReWance^s 

Asia's most competitive 
chemical company 


Reliance became | 

the first corporation 
in Asia to issue 
100-year maturity 
bonds in the global 
debt markets % 


Reliance's sales 
to approach 
Rs. 20,(>(>0 crores 


•nd iMMClorkvlMtotbQliiSiAMMibi^ 
The New Oil Bx(tkKatioB Policy of the 
Oovenunent of InAt tod the infioittnce 
uuKdtedU) the (dliDdgn lector have created 
an environment conthicive to rapid growth 

fornew initiative* in the exploralioii buaineia. 
We will pursue opportunities in ihisbusiness, 
which will provide us an avenue for 
tremendous growth and profitability in the 
coming yean. 

Financing 

Imravathm has been tbc baUmarfc of 
ReUanck Take our financing initiativesover 
the years. 

We created a solid base of shaieholden' 
funds. Building on this, we have accessed 
international debt markets with innovative 
offerings. 

We wete the first Intfion company to issue 
GDRs. The first to issue a lO-yeor Euro bond. 
Since 1902, we have raised around 
Rs. S.OtX) crorcs (US $ 1.5 billion) from 
mternaiioiialtinancial markets. You willbc happy 
and proud to know that international investcn 
hold your company's name in high esteem. We 
value the access they provide to capital. 

In January this year, we became the first 
corporation In Asia to Istue lOD-year 
maturity bonds in the global debt markets. 
We thus joined a select club of about 25 
companies worldwide that have raised 100- 
year money, the 100 year Issue embodied 
the faith of iniemaiinnal investors-both in 
the future of India and in the strength of 
Reliance. We also raised bonds with 20 and 
.tO-year maturities. All these bonds, worth 
around Rs. 2,200 crores (US $ 614 million), 
were raised solely on our financial strength 
and belief in our future. These bond issues 
were a part of the company's strategy to 
reduce its average cost of capital and increa.se 
the average maturity of its debt. These bond 
issues were aimed at enhancing Reliance's 
competitiveness vis-a-vis its international 
peer group by bringing the company's cost of 
capital in alignment with global benchmarks. 
Today, India i.s on the threshold of capital 
account convertibility of the Rupee. 

Prospects 

We envisage that the full economic 
potential of all the plants recently 
commissioned at.Hazira will be realised from 
the current year, l997-98onwards. This will 
translate into aquanlum leap in performance 
and. thereby, enhance shareholder value. 

Based on firm plans, our mIc* are 
expected to approacta the Ra. 20,000crore 
mHestoiic by the year 2000. 

All our achievements so far are a pan of 
history. The wcccn of ReUance through 
the twenty yean ha* been unique, the 
promlfc ii even greater. As wc approach 
our twentieth birthday, we beHcvcHliancw 
beginaing. We are a young company. 
Vibrant, hopeful, full of energy, and looking 
forward eagerly to the challenges of 
tomorrow. Reliance's achievements give us 
the confidence to say - “A gMHoui period 


' (Wia eompleta* flftji yam of her 
Indcfwwitticf diis Attd, wtt 

itBCottwlaviattOiptililk' »l |ilw iil lliali 
iiMtlaRcHiMt. 

In thia ihort period. Reliance has become 
Aaia'i moat competitive chemical 
company, India’* moat vnlaaiile home 
grown private fector company, and a 
pnailer arcMtict of wealth hi India. 

'In this historic year, when the Indian 
economy faces new challenges and offen 
newopponunitiesinuliberalisedregimc, we 
reafllrm our commitment to taking 
Reliance to greater heights of snccc**. 

Indian Commitment 

Our-growth Is Intimately linked to 
India'secoaomlc growth. We touch the life 
of every Indian in many ways. Our activities 
covericxtilcs, polyester, plastics,energy and 
inlirastructufc - areas that impact everyday 
life Wc serve the basic needs of the masses 
by providing them with high quality goods at 
affardableprices.25.(X)0industrial customers 
depend on our products. With 2.500 
sbowrcKims and 35,(KK) independent retail 
textile outlets, wc are present across the va.si 
landscape of India. A million Indians derive 
their employment from our activities. One 
out of every three investor! in India b a 
part of oor family. 

Wc contribate three per cent of (he net 
tax revenues uf India. With a tax 
contribution of Rs 2,490 crores in the last 
year, we are one of the top three contributors 
among Indian companies This is almost 
twice our net profit. We continue to save 
foreign exchange through import substitution 
and export efforts. Last year wc have saved 
Rs. 4.450 crure.s of foreign exchange for the 
Indian economy. an increase of 5091 over the 
previous year 
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for supporting us. Our lenders, for enabling 
us to grow. And our 935 million fellow- 
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Cooperative Dairying in Mahjarashtra 

Lessons to be Learned 

DecpakShah 

Though milk production in Maharashtra over last decade has increased hy leaps and bounds, only 25 per cent 
of the milk co-operatives are economically viable in the state. Differential price structure and mismanagement 
of co-operatives has led to poor procurement of milk resulting in vast regional imbalances in terms of mtik 
production. For the smooth functioning of the milk co-operatives, it is not enough to give remunerative prices 
to the producers, but the co-operatives themselves should lake over the onerous task of ensuring necessary inputs 
so as to improve productivity and overall genetic stock of miich animals. 


TECHNOLOGICAL chanj^cs arc taking 
place more rapidly now than at any other 
moment in the history ol'mank ind. The latest 
slogan IS “Innovate or Pensh”. The luiurc 
belongs to those eounirics who can 
successfully compete in this race for 
technological innovation. Old lechtHilogies 
are becoming obsolete and giving way to the 
new ones for improving efficiency and 
reliability. Traditional systems of fanning 
arc gradually uprooted and modernisation is 
taking place. The dairy industry of the 
country, which of laic has acquired 
considerable importance, has witnessed a 
sea-change. The investment, effort, 
innovation and energy of our tarmers and 
industry have seen India moving Irom 
insignificance to hccoining a major player 
in the world dairy scene. It i.s heartening to 
mite that Indiii today ranks sis the world's 
second largest milk producer and Ihc value 
of output through dairying is the largest as 
compared to any other iigriculiurat 
commodity | Mukheijee IWS). Over ihe last 
two decades, our milk production has nearly 
iripled' and milk has now henromeour largest 
single agricultural commodity with dairy 
industry's turnover cslim.'ited at more than 
Rs 52.0011 cnirc. a figure which is expected 
to reach Rs kS.OOO crorc per annum hy the 
turn of the century IRancncc IW5| 
Notwithstanding Ihe ocL-a.sional hiccups 
Ihe dairy industry in India expenenees from 
time to time, there is every indication ih.nt 
the rate ol growth of the industry is likely 
to jalher further momentum due to cost- 
pu.sh-clfcct and iheeon sequent higher returns 
to the milk producers. Mow did t hese changes 
lake place'.’ Many fadors coninhuicd. hut 
Ihe key role in bringing about this 
iranstormation has been the initiation ot 
Operation FIoikI programme' launched by 
National Dairy Development Board (NDDB) 
during The most significant 

contribution of Operation FIskhI programme, 
which IS currently in its third pha.se, is 
considered to be Ihe replication of 'Anund 
pattern’' Co-opcrnlivcs throughout the 
country. No doubt Anand pattern co¬ 
operatives were successfully replicated in 
many states of Ihc country. By and large, 
in some of the states, this replication could 
give rich dividcitds only in some specified 


regions. As a matter of foci, encompassing 
a wide geographical area and refieding 
difterent political systems, diffenng levels 
of cconumie development, social systems 
and changes in tastes, prelcrcnccs and 
traditions, the approach to dairy development 
has varied widely from region to region in 
India. Viewing our dairy spectrum in the 
light of these variabililies. it becomes 
pcrtincnl to ask whether the future ol our 
co-operatives will remain as bright us in the 
past if we were only to follow the principles 
and pradiccs of the post. 

PoLlflfcS AND PRO(iRAMVII-S ON DaIRV 
Di:vbi.oi*Mi:Nr 

Tlte cconomicdcvelopment ot ourcoumry 
has been initialed through well conceived 
and framed economic plans. In this context, 
co-opcrulivcs have had a specific role. In the 
initial stages, thc.seeconomic plans l.iid more 
emphasis on the credit aspect of co¬ 
operatives. But with Ihc passage of lime, 
functional areas such as dairy, piggery, 
fishery, marketing, housing, dc. acquired 
greater significance and became more 
important and were accorded their rightful 
place in Ihe overall scheme of co-opcraiivc 
movement. As such, the agro-based sillagc 
level .societies in India arc Cdinomically 
weak, hut it was observed that new avenues 
ot rural income and employment could be 
generated hy giving fillip to the concept of 
dairy co-operaiivcs that not only increased 
milk production but al.so offered more 
remunerative price to the dairv tanners. 

I ndia's dairy i ng scene has w itnes.sed certain 
major changes in the Iasi 15 years. 
Government outlay on developing the 
livestock sector rose dramatically from a 
mere 2.324 million rupees in the Fifth Plan 
(l>)74-7«) to a .Sixth Plan (I98«-R5) total 
outlay of K.025 million rupees on animal 
husbandry and dairying, ol which 4.363 
million rupees was meant for expenditure on 
dairying alone. During the Seventh Plan 
(1985-90). 4.935 million rupees was 
earmarked out of iniul outlay of 11 ..V48 
million rupees for animal husbandry and 
dairying. Expenditure on dairying increased 
sharply during the Eighth Plan (1992-97). 
Of the total outlay of 1.300 million rupees 


the proposed expenditure on dairying was 
nearly 70 pcrccni (1'ablc I). Such increased 
allocation in plan outlay is a reflection of 
the importance of dairying in government’s 
overall policy encompassing country’s 
agriculiural economy. 

In coniexi of dairy co-operative and rural 
development, the National Commission on 
Agriculture (1972) in their interim report on 
milk production recommended that benefits 
of increasing demand of milk in large cities, 
towns and iiidusinal areas should go to small 
and marginal farmers and landless labourers. 
Efforts should be made to promote as much 
ol milk production a.v possible involving this 
segment ol rural population. Landless 
lahourcrv were given due imponance in 
government’s overall policy on dairy 
development.* “Oairytng was being 
envisaged as an important means of 
reinforcing the income for economically 
w eakcr sections ol Ihc society constituted by 
landless and small farmers."* Thus, 
recognising he importance of livestock 
sector, the commission suggested an 
integrated ruraldcvelopmcni approach based 
on a system of ‘Kairi< Dislnct Co-opentivc 
MilkiViduc'crs' Union Limited',commoidy 
knows us 'Amul in Anand' of Gujarat [Jw 
19791. 

Thus, in view of the several positive 
featurvsin lavuiirofeo-uperitive sector and 
practical results shuwnbv milkco-operanves 
in Guiiu~ai. it .vas finally ilccidcd by the 
gnvcriiiiKnt of India to extend institutional 
support in order to industrialise and oiganiae 
ail the dairy effoits in entire rural India. 
lliriiughco-opcrativcs[Bedi 1987]. In I96S. 
ilic NDDB was set up in Indio. And. in i970- 
71 it drew upan all cnconyassing pro gmwe 
known as. ‘Operation Flo^'. The Tint phase 
of Operation Flood programme covert dtt 
pcmidJuly 1971 to Match 1981: the second 
phase known as ‘Operation Food li' covered 
the period April 1981 to March 1985. 
Currently. 'Operation Rood III' programme 
is in operation. 

At the end of 1993. some65.300dairy eVr 
operative societies (DCSs I were fimctkmiif 
in no mtIV sheds in Ihc country involidd'' 
about 8.40 mtllkm farmer m embe n . At t 
mailer of fact, these co-«peiaiivcs mpply 
more than 3.5 million hires of milk e very 
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^ day to the four metropolitan chiea and more 
than 3 million litres to some 300 cities in 
the country. The peak procurement of milk 
' is 12 million litres perday during the winter 

seasonand averageprocuiement is 9,8 miUios) 
Hues per day. Although the number of dairy 
co<operatives has risen to 63,300.* tiuny of 
the inilk cooperatives are financially not 
healthy. Many state dairy federatkHis, like 
those in Andhra Pradesh, Uttar Pradesh and 
Karnataka, are incurring losses. Surprisingly 
in Gujarat, only five co-opcratives out of 70 
are midcing profit. In Maharashtra, out of 96 
co-operatives only 25 are viable. To make 
the co-operatives efficient, economically 
viable and free from bureaucratic and politick 
interfereiKe, there is a need to change the 
co-operative taws {Singhal 1993]. 

Dairy Development in Maharashtra 

SiiKC mid-1970s, the total milk production 
has been increasing in all the stales of the 
country. The credit for this healthy scenario 
must surely go to various development 
projects which have been undertaken to give 
a fillip to agriculture and dairy production. 
However, Maharashtra, which falls in the 
western r^on of the country, started showing 
quantum leaps in milk production only from 
1987-88 onwards when its milk production 
H was 2.66 million tonnes. This state occupied 

* llth position in the country's total milk 
production as early as 1986-87. The state 
currently occupies a much higher position 
in total milk production owing to sustained 
and conceited efforts towards total dairy 
development. During 1990-91, it had even 
crossed the milk production figures of 
^ Gujarat.’ In fact, over the last 6-7 years the 
slate has progressed by leaps and bounds in 
its milk production. The bulk of this increase 
is contributed by crossbred cows and 
buffaloes. In order to understand pattern of 
growth of milk production in the state, 
region wise and species wise compound 
growth ratesof mil k production fortbe period 
1983-94 were worked out.' It is readily 
dtscemed from Table 2 that during the decade 
1983-94, the milk production through 
crossbred cows grew at an annual compound 
growth rate of 20 per cent The growth rales 
in milk production oCindigenous cows and 
goats were more or less same and stood at 
about 3 per cent per annum. 

An overall analysis in relation to 
comparative position of different regions 
ihrom tight on regional imbalances in milk 
production and discloses that Konkan, Nashik 
and Ainangabad regions of Maharashtra are 
far ahead of other regions in lenns of growth 
performance of milk production. The state’s 
current pace in the rate of growth of milk 
pmduction at 3.7 per cent per annum amply 
demonstrates that it may even overtake states 
like Rajasthan and Marhya Pradesh’’ in years 
to come. Dairy co-operative movement in 
the slate has contributed in no small measure 
towards this substantial increase in milk 


production and, ihencantMt be twoopinkniB 
about it. 

In fact, the co-operative movemem in 
Maharashtn hu played a significant rote in 
the social and economic development of the 
state particularly in the rural areas. Initially, 
this movement was confined mainly to the 
field of agricutuiral credlL Later it rapidly 
spread to other fields like agro-processing, 
agro-marketing, rural industries, consumer 
stores, agro-services, etc. Dairy relaled co¬ 
operative movement started taking roots in 
Maharashtra as early as the late 1930s. The 
government cstpbl ished a dairy development 
department in 1938 to promote daiiytng as 
a supplementary occupation and to bring 
incremental income to the farmers, 
particularly in backward areas. Subsequently, 
the primary milk producers’ co-operative 
societies came intoexistencein Maharashtra. 
Their main objective was to provide various 
services to the member farmers which 
included besides collection a.Td marketing 
of milk, organising inputs and providing 
veterinary services such as cross-breeding 
of cows a^ grading local breeds of buffaloes 
with Mehsana breeds by artificial 
insemination (Al) and the pro vision of credit 
on concessional terms. In due course, the 
government had undertaken a number of 
milk schemes for procurement, processing 
and marketing of milk. A three-tier system 
of dairy development based on Anand 
pattern of daily co-operative sirucmre was 


adofiled In the state. It htduded the village 
societies, the union of the village tocteltes 
end the state milk marketing federation. 

An ambitious programnw known as 
‘Operatiem Flood' (OF) was launched in the 
state in 1970-71. Its main ofegective was to 
build a viable and self-sustaining dairy 
industry on co-operative lines. In the 
begiiming.the 'OF-I' waslaunchedinJsIgaoo 
and Kolhapurdistrictsonly. However,under 
'OF-ir, 19 more districts in the state were 
selected for assistance. By August, 1983, the 
NDDB had prepared a perspective plan for 
dairy development in the slate and could 
work out sub-project details for 10 unions, 

Under OF-II, among other things, it was 
envisaged that (a) government should 
liquidate the talulu dairy co-operatives or 
permit them to merge into the district dairy 
co-operatives, (b) to transfer the dairies and 
chilling plants un^ its scheme toihedistrict 
dairy co-operatives, and (c) that the 
Maharashtra Rajya Sahakari Dudh 
Mahasangh (Mahasangh) would market milk 
and milk products outside the jurisdiction 
of the dairy co-operatives. 

The government, vide its resolution dated 
March 6,1986, declared its policy regarding 
co-opentivisation. However, due to strong 
opposition fromsomeofthc MLA, and trade 
union activistemployeesof the milk scheme, 
the government had to appoint a committee 
to evaluate the programme of OF in 
Maharashtra [Apie 1987]. It was observed 


Tails 1: Exknoituis om Anmal HusaANmv and Oairymo under Rve-Yeai Plans 

(in mUUtm rnpea) 


Plan 

Period 

Total Outlay on 
Animal Husbandly 
and Dairyrag 

Expenditure 
on Dallying 

Expenditure on 
Dairying lo 
Total Outlay 
(Percentage) 

First 

1931-36 

160.0 

77.8 

48.6 

Second 

19.36-61 

334.7 

120.5 

36.0 

Third 

1961-66 

770.0 

336.0 

43 6 

Annual 

1966-69 

597.0 

257.0 

43.1 

Pbuilh 

1969-74 

1.542.6 

787.5 

51.1 

Fifth 

1974-78 

2.324.6 

540.3 

23.2 

Annual 

1978-79 

865,2 

404.2 

467 

Annual 

1979-80 

1.222.5 

753.7 

61.7 

Sisih 

1980-83 

8.025.1 

4..362.9 

54.4 

Seventh 

1983-90 

11.346.2 

4.934.5 

43.5 

Eighth 

1992-97 

13.000.0 

9.000.0 

69.2 


Simne: (i) Alinanun, K (1993): 'Present Slams of Dairy Industry in India’ in Dairy FanniHK in Asm. 
report of an APO study meeting. July 36-Augusl 6. 1988. Tokyo, Japan. 

(ii) Prasad. K N (1994): Four DecaJts nf Mian Agricullnre. Vol 2, Manas Publicalioiif. 
Delhi. 


Tabu 2: Reownwise Crcwtr Rates of Mna PaoDucnwi in MAHARAUrraA (1983-86 to 1993-94) 

(in per rent) 


Region 

Indigenous 

Cow 

Crossbred 

Buffalo 

Goat 

Toial Milk 
Prodnciioii 

Konkan 

I0..34 

10.70 

9.59 

8.0.3 

10.30 

Nashik 

5.67 

23.4.3 

8.37 

6.20 

10.96 

Pune 

5.06 

I7..30 

4.90 

3.70 

8.24 

Aurangabad 

7.22 

27.64 

8.60 

4.98 

9.66 

Amravad 

1.68^ 

20.10 

2.06 

2.34 

3.43 

Nagpur 

3.25 

23.90 

4.49 

3.45 

5.95 

Mahorasblra Stale 

5.64 

20.2.3 

6.55 

4.39 

868 


Mue; 'significaMat 3perceitt probability level, all others signiricani at I per eeni probability level. 
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tiM KMie of the privMe (Uriel were more 
iucceuful ibin (he exiuing dairy co> 
openllvei. Ai a mMier of fact, the luccess 
or failure of a co-operative was found to be 
cloicly intertwined with the level of 
, procurementofmilk.plantutilitatlon,terms 
and conditions of finance, nearness to uftwn 
maricet, and the role of government as well 
as the management in running these co¬ 
operatives on efficient lines. 

As pointed out earlier, there are vast 
regional imbalances in- terms of milk 
production. Not only this, the procuremem 
of ml Ik by organised sectors also reveals vast 
region to region variabilities. This is evident 
from the fact that only a couple of regions 
in the state are cromrilmting to more than 50 
per cent of the total milk production in the 
state and the procurement of milk by 
organised structure in these regions is more 
than 80 per cent of the state total. This is 
areflectionoflheefficacyandthe inefficiency 
of a large number of dairy co-operatives in 
other regions of the state. Poor procurement 
of milk in majority of regions of the slate 
is due to differential price structure and 
nusmanagement of co-operatives. Production 
and procurement figures for milk during 
1991-92 in vanous regions of the state are 
presented in Table 3. 

Though the average ((uanlity of milk 
handled by organised sectors in the state is 
quite appreciable, thanks mainly to the 
contributions of Pune and Nashik regions 
alone, by and large, the contribution of other 
regions is rather dismal. It seems the un¬ 
organised sectors are more dominant than 
co-operative set up in rest of the regions. The 
success story behind these privately run 
dairies may revolve around better 
management practices being followed by 
them. On the whole, the organised sector in 
the state handicss about 23 per cent of the 
total milk output which is reasonably a 
encoiuagingachievemcnt a.sit is much hi^er 
than the national average of around only 12 
per cent (Thompkinson 1995). 

In the present milieu, co-operatives need 
to be managed on efficient and profitable 
lines. Well-managed co-operatives will not 
only surpass commercial private dairies in 
their economic and productivity impacts, 
but they arc also likely to function as vehicles 
of development and change in rural econom y. 
Added to this, well managed and efficiently 
run co-operatives invariably produce 
outstanding results and have a positive socio¬ 
economic impact on rural economics. 
However, when poorly matuigcd, ihei r soci al 
value it associated with diminishing returns 
and may even pale in comparison to 
commercial dairies which do not pride 
themselves in having any such social 
commiimeni.Efficiem co-operatives produce 
ideal conditions along almost all social 
dimentiom except capital mobilisation in 
which commercial units have some natural 
and strong and inherent advanti^, with 
profit making being theirsbie and important 


force though coOKHoutly they may not work 
against social Interesu of dairy farmers. 
(Viorly run co-operatives are their own worst 
enemies In itiis respect. 

Now, the question arises how far dairy co¬ 
operatives are successful and how best they 
are managed in Maharashtra. As there are 
considendile regional imbalances in milk 
production as well as its procurement by 
organised sectors in the slate, an issue which 
may cause considerable concern is that of 
economic viability of the dairy units set up. 
As pointed out earlier, in terms of viability, 
only 25 per cent of milk co-operatives are 
economically viable in the state. Therefore, 
the crucial question which could strike one 
is whether the Operation Flood programme 
is successfully impictnenicd in the stale. If 
yes, to what extent? As a matter of fact, the 
nationwide Operation Flood programme is 
based on the that the Anand pattern can 
be replicated in different parts of India. 
Whether this replication is successful in 
Maharashtra is again a moot point of the 
discussion. 


Thus, against thif background, we have 
tried to study the working of milk co¬ 
operatives in two districts of Maharashtra. 
The fcMnis of the study is on comparative 
performance of various milk co-operatives 
in Jalgaon and Kolhapur districts. The 
selection of thew two districts was based on 
certain parameters su(di as productivity of 
foodgrains, irrigation potential, cropping 
intensity, livestock density, number of milk 
producers' co-operatives, literacy rate, etc, 
i n each district oflhe state. The study centres 
around a few crucial business issues such 
as milk procurement, procuiemetf pfking 
and some of the other perfonnance indicaton. 
It dikeusses the reasons why dairy co¬ 
operatives su ffer from sub-optimal economic 
p^ormance and also traces various problents 
faced by these dairy co-ope rati v es in their 
cfricieiil functioning. 

The study is divided into four sectkms! 
The first seaion |»ovides some background 
information on the district level Milk 
producers' co-operative unions under 
investigation. In the second section, we have 


Table 3: RBoaMMse ntoouenoN am) PknnmskiBrr (Omcanbed Sbtob) Maji w Mahakaskhm <1991 -92) 

(hkk llffelt 


Region District 

Union 

Annual Milk 
Production 

Number of 
Pnmary Milk 
Societies 

Annual Milk Proc 
Procuremem Iki 
So 

uremenl Procuremem 

tciety (Perceatafe) 

Konkan S 

4,901 (12.39) 

477 

(3.81) 

65 

(0.72) 

0.14 

1.32 

Noshik 22 

8.387 (21.21) 

3,167 

(25.31) 

2,593 (29.01) 

0.82 

30.92 

Pune 22 

12.749 (32.24) 

4.098 

(32.75 ) 4.866 (54.45) 

1.19 

38.17 

Aurangabad 16 

7,814 (19.76) 

2.555 

(20.42) 

915 ((10.24) 

0.36 

11.71 

Aimvali 6 

3.210 (8.12) 

1.415 

(11.31) 

139 

(1.56) 

0.10 

4.33 

Nagpur 7 

2,485 (6 28) 

801 

(6.40) 

359 

(4.02) 

0 45 

14.43 

State Total 78 

W 

iC 

1 

I 

8 

12.513(100.00) 

8.937(100.00} 

0.71 

2260 

Notes: Figures in parentheses are percentages to the stale total. 




C* regkinwiie number of primary milk societies are for tl.c period 1989-90. 


Sources: Ualtaraskim Dudh Vyavasaya Amanutg < 1992), Dairy Publicolion. Bombay 


Directorate of Animal Husbandry. GovemmeiK of Maharashtra, ftme. 


Tame 4: Paocaess or Jalgaon DuTamr Co-ortaAirvE Milk PaooiCEas' UmcM 


Particulars 


Trieonium Average 

Betceaiaae Ouuror 




II 

III 

|Tir 

It-III 

i-nt 

Number of societies 


795 

915 

925 

15.09 

1.09 

I6JS 

Producer membets (in OOOt) 

85 

99 

103 

1647 

4.04 

21.18 

Shore capital (in LR) 

73 

132 

174 

•0.82 

31.82 

I38J6 

Aiuiual milk procuremenl (in LL) 

476 

356 

759 

-25.21 

-27 J5 

-4SJ9 

Average daily milk 








pfocuiemenl (in LL) 

1 31 

0.98 

0.71 

-25.19 

-27.55 

-45 JO 

Mobik veterinary hi»piials 

II 

10 

8* 

-9.09 

-20jOO 

-n.Ti 

Number of societies hcncfiied • 







by mobile veterinary hospitals 

527 

567 

506* 

7.59 

-10.76 

-3.98 

First aid cettnes 


102 

146 

166* 

43.14 

13.70 

6Z7S 

Fnixen scmen/AI centres 

102 

85 

84 

-16.67 

-1.18 

-1765 

Artificial Insemination done to 







Cows 

14.201 

8.510 

9.088 

^.07 

6.79 

-3660 

Buffaloes 

5,033 

3.896 

5..369 

-22.59 

37.81 

6j6« 

Total 

19.234 

12.406 

14.457 

-35.50 

16.53 

-14J84 

Number of unproved animals born to 







Cows 

2.898 

4,454 

4.265 

53.69 

-4J4 

47.17 

Buffaloes 


761 

I..328 

1.778 

74.51 

33.89 

13364 

Total 

3,659 

5,782 

6,043 

58.02 

4J1 

6S.IS 

Cattle feed soM (in MT) 7.007 

8.917 

6.693 

27.26 

-24,94 

-M* 


Notts: Feriod I = 1981-82 - 1983-84; Piniod ii«1986-S7 -190-19: Mod IB > 1991 -91 - IMMliit 
LR > lakh rupees; LL s lakh Ihrs: MT c metric lotiaes. 

Figures with asterisk re p re se nt for the year 1991-92. 


Simree: Bosedon Reconkof JMPU. 
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tried to compare and contrast the perfonnance 
of the district level milk unions in terms of 
milk procufcmcnt, procufcment pricing and 
various otheropcraitonal indicators. The third 
section throws light on various problems 
faced by these dairy co-operatives in their 
efTicicnt functioning. The fourth section 
discusses i.ssucs and policy implications of 
the study. 

I 

Jaleaon District Co-operative 
Milk Producers’ Union 

The JMPU was cstabli.shcd on November 
23. 1971. It is basically a milk producers’ 
co-operative organisation and is the district 
level body of the primary milk producers' 
co-operative .societies. It has been urgani.scd 
on Anand pattern with technical and financial 
assistance from NDDB. The overall nbjccti vc 
of the union is to incrxMsc milk production 
by providing both backward and forward 
linkages to member producers. The objective 
sounds good. But.asamaitcrof fact,majority 
of its societies are not funciioni ng efficiently. 
Though on paper they had been exactly 
organised on Anand model, in practice their 
functioning is fur from that standard. 

At present, the union has 1. 174 registered 
primary milk producers’ co-operative 
societies; of which .SO societie.s are under 
liquidation and 4.494 .societies are dormant 
andonlyS3U.socic( ICS aa* working. Although 
effuns were made in the past to re-act ivale 
dormant stK-ielies. yet these efforts have 
remained largely unfruitful. The chilling plant 
capacity of the union is 3.26 lakh lilre.s. But. 
iheavcragc daily milk collection dunng 19K9- 
90 was only 1.22 lakh-litres and, thus, showing 
underulili.sation of its plant capacity. The 
past trend of the union in terms of its total 
milk procurement, .sale of cattle feed and 
veterinary and Al related facilities is not 
encouraging and shows a deceleration. 

During last 10 years, the average daily 
milk collection has drastically declined from 
1.43 lakh litres during 1983-84 to 0.71 lakh 
litres by 1993-94. The JMPU is producing 
balanced cattle feed under Its brand name 
’Vikas Pashu Khad'. Due to inefficiency and 
as a result of closure of most of the primary 
milk producers' co-operative societies of 
JMPU, the cattle feed sales also .stand alTcctcd. 
The cattle feed sales, which was 98.65 metric 
tonnes dunng 1986-87, declined to 4,458 
metric tonnes by 199.3-94. i c, a loss of 55 
per cent in sale of cattle feed during the last 
eight years. Progress of the union in terms 
of bn^ quantitative as well as qualitative 
parameters is provided in Table 4. 

The reasons for the downward trend in 
collection of milk by the JMPU can be many. 
The main reason is that the private traders 
are offering a little higher price to the 
producers, and therefore, the producers are 
tempted to sell their produce to only these 
private traders. Secondly, due to tie-up 
arrangemenl.s. recovery of bank loan from 
the producers is effected from their sale 


FKaml:SaA*w(A- Indbx Foa Mhjc PMcimiMwr 
Jauiaon DemiiCT Mhjc Unwn; 1986-17 to 1993-94 



Months 


proceeds if milk is sold to the society. To 
avoid this, there is a tendency among 
producers to .sell their milk to private traders. 
Third reason that strikes one isthe inefficient 
management of these societies. Thus, with 
lower collections, the handling capacity of 
the union also remains underutilised. 

On the positive side, the number of 
registered societies and share capital have 
shown an increase over the lost 10 years. 
However, the share of working societies is 
much lower than the rcgistcied ones. As a 
result, the procurement of milk by the JMPU 


has declined by about SO per cent. 
Furthermore, due to increasing overheads, 
the JMPU has completely stoppedextending 
facilities like mobile veterinary hospitals, 
fitst aid centres and Al centres to its member 
societies from 1992-93. This is a matter of 
serious concern. Veterinary services are very 
much essential for the continuous health of 
the milching animals and under no 
circumstances should they be slopped. In 
fact, the imperative need is to furthw bol.sicr 
and accentuate .such veterinary services to 
improve the breeding efficiency of animals. 


Tahls .S. PHrxiX&ss (H- Kuliiapi'k Disthict Co-orsHATivf Milk Prihhicws' Unios 
Particulars Triennium Average Per Cent Change 


Penoils _ between Periods 



1 

11 

III 

l-ll 

II-III 

I-1II 

Funclionai societies 

657 

885 

1,435 

34.70 

62.15 

11842 

Anand pallem societies 

488 

792 

1.332 

62,30 

68 18 

172.95 

Producer members lin (HXM 

78 

132 

2.35 

69 23 

93.18 

226 92 

Share capital (in LR) 

6<)** 

160 

987 

131.88 

5J6K8 

1,3.30.43 

Annual milk procuremcnl (in LLl 

.337 

613 

1.180 

81 91) 

92.50 

2.50 15 

Average daily milk procurcmcni (in LL) 

0.92 

1.68 

3 2.3 

82.61 

92.26 

251.09 

Marketing of milk (in LLl 

(a) Local sale 

.36 

85 

152 

1.36.11 

78.82 

322,22 

(b) Sale 10 MSDF 

16 

185 

113 

1,0.56.2.5 

-.38.92 

606.25 

(e) Sale to government dairy 

280 

2 


99,29 

- 

- 

(d) Olliers* 

4 

246 

713 

6.0.50 00 

189.84 

17.72.5.00 

Total sales 

.3.36 

518 

978 

54.17 

88.80 

191 07 

(99.70) 

Reserve and other funds (in LR) .3059) 

(84.50) 

370 

(82.88) 

459 

21.31 

24.05 

50.49 

Turnover 

.3I09«!> 

4280 

14,732 

.37.66 

244.21 

373 85 

Cattle feed sole (in OOOMT) 

8.39 

25.99 

42 79 

209.77 

64.64 

41.01 

Technical inputs 

(a) Mobile velcrinaiy mules 

7 

10 

20 

42.86 

100.00 

185.71 

(b) Frozen semen centres 

16 

KKI 

164 

525.00 

64.00 

925.00 

(c) Al done (in 000) 

6..39 

37.29 

93.29 

483.57 

150.17 

1.3,59.94 

(d) Animals Heated (in 000) 

46.01 

46.37 

162 26 

1.22 

248.42 

2.52.66 

(c) Fodder seeds dislnbuied (in MT) 

.3.11 

17.89 

' 89 08 

475.24 

397.93 

2.764.31 


PenoU I = 1981-82 - 198.3-84; Period II = 1986-87 - 1988-89; Period III » 1991-92 - 
199.3-94. 

LK X lakh rupees; LL = lakh litres; MT = metric tonnes; MSDF c Moharashlra Stale Dairy 
Federalton. 

Figures with Ifuiidcr Period I represent for the year 1984-85. 

* includes (a) quantity sold ip wholesale market (bulk sole forporties. marriage ceicmoaies, 
etc); (b) sales in local matCris of Bombay, Pune and other dlies and towns; (c) sates to 
various dislributon. 

Figures in parentheses are ratios of ules U) procuitmenl. 

Snun-f: Based on Records of KMPU (Cokul). j 
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The JMPU hat lu own milk powder 
manuracturing plant. The range of milk 
product* manul'actured and xold by the JM PU 
are while butter, akimmed milk powder and 
ghee. Apart from manufacturing products, 
the JMPU al.su aupplica fluid milk to various 
outlets such as Mahananda Dairy, managed 
by Maharashtra Rajya Sahakari Dudh 
Mahasungh (MRSDM). Mumbai. Sri 
Vinayok Distributors, and other cities and 
towns in Maharashtra. For maintaining and 
fully uiilisinglheexistingprocessingfacilities 
and conversion of milk into products, the 
JMPU utilises not only milk procured by it 
hut also that provided by other governoKot 
and state level unions as JMPU's own milk 
procurement is low. 

Now, the JMPU proposes to o))cn four 
veicnnary centres at Parola, Kajora (Yawal 
block), Pachora and CHopda, with clusiurc 
approach, the facilities will he provided in 
!0 adjoining villages around each centre. 
Although the JMPU has amhiiious luiurc 
plans, yet due to mismanagement ot union 
at various Icvcisand fronts and due to inicmal 
stguabblcs and politics, the union is mciirnng 
heavy losses. It is disgu.siing lu mile that 
within a decade nr so. the number of working 
societies has come down Jrusticnlly. The 
need of the hour is to reactivate the closed 
societies and ilierchy increase ihc total 
procurement of milk so that the union aitums 
self-sufficiency and is able to wi>rk ils way 
towards wiping out the current accumulated 
losses. 

Kuliiapi'k DisiKicr Cti-opi.KAiivt Milk 
Prodi't las' Unio.n 

TheKMPUesluhlishcdon March lb. I%3 
made a inoderiilc hcgiiiniiig hy collecting 
700 litres tsf milk per day Itom 22 ssiciettcs. 
Dunnglhc lormalivcycars. ilie hiisic lunciion 
of ihe sangh was lo procure milk and supply 
It to the govcmmcni dairv' at 1'arahni Park. 
Kolhapur In l‘)7K, the NDDB included 
Kolhapur disinci under Ofierutton iniHul 
programme, and thus began a new era for 
Ihc Dudh Sangh The project wa.s financed 
by the NDDB. On a turn-key basis, the 
NDDB c.stublished a milk plant of 2 lakh 
liirc/day capacity at Gokul-Shirgaon. 
Subsequently, with the assistance of NDDB, 
chilling centres of 75.(X)Oand .SO.OOO litresJ 
day capacity were also established at 
Gadhinglaj and Bidri. The dairy was 
commissiunod towards the end of I9K.S. 
Meanwhile, with the efforts of the NDDB. 
the govenimcni milk schenK* in Kolhapur 
wa.s handed over to ihc Kolhapur Dudh 
Sangh in mid-IlK.l. As a resuli of the 
commissioning ot a new dairy ui Gokul 
Shirgaon, ibe governmeni dairy became 
defunct. 

As a matter of fact, the KMPU has shown 
excellent results on every front of 
tlevetopmcnt. Perltaps. it is one of the best 
milk unions of Maharashtra. The area of 
openltoo of KMPU extends to all the 1 2 
lahikas of Ihc district. However, 44 villages 


FiCimE 2; Seasonai. Index kik Milk Pkocvreiaent 
Koliiapus IJirorTKTMujt Union- 1986-87 to 1993-94 
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from Hatkanangic and Ponhola talukas arc 
utniiaied lu Sri Warna Sahakari Dudh 
Utpodak Prakriya Sangh”' which is working 
parallel to KMPU in Kolhapur district 

The basic fuiKlions of the KMPU are 
oiganising milk producers inioco-upcralives, 
eliminating middlemen, collecting milk in 
Ihc village itself, making prompt payments 
for Ihe milk supplied by them after testing 
its quality m a manner which leaves no room 
for dispute, arranging for transport ot the 
I iquid mi Ik after paslunsation to major urban 
consumer centres, converting surplus milk 
I n I he fl ush season into .sk i mmed mi I k po wder 
which could be recombined into liquid milk 
uunng the lean season, thus en.suring a good 
uiiilorm price to the producers all through 
the year, providing veicnnary care to the 
cattle, help increase their milk yield b> 
improving the production of todder and 
supply of Iced as well as by providing 
lacilities for crossbreeding and improved 
buffalo breeding through Al. 

Tiic KMPU has lulfillcd its objectives to 
a great extent. Within a decade or so. there 
IS a four-fold increase in total milk 
procurement by the unton. Number of 
producer members has increased 


.substantially during the last iU years. The 
procurement figures have reached to such 
an cxicni that the KMPU now proposes to 
cstabi ish two more chilling centres at Gogave 
(Shahuwadi taluka) and Tawarewadi 
(Changdad lalukaj with 50 thousand and one 
lakh litre per day capacity, respetli vely. The 
uchicvcmcnis of the KMPU in terms of broad 
quaniitati VC as wcl I as qualitative parameters 
arc provided in Table S. 

The KMPU showed remarkable progress 
in terms ot all ihe parameters taken into 
account under Table 5. It is inierestirtg to j 
note that around 04 per cent of functional > 
vocietievarc based on Anand pattern of milk 
collection The overall success story of 
KMPU owes It largely to ihi s high proportion 
ot Its societies working under the umbrella 
of Anand nuHlel. Though milk procuremont i 
figures for the anion have increased many * 
lolds dunng the Iasi decade. Ihe ratio of , 
quantity of liquid milk sale to total milk 
procurement iv conlinmiusly coming down. 
This can be attributed to substantial increase 
in the manufacture ol wide range of products 
by the union over this period. In 1983-84. 
the KMPU sold almost the whole quantity 
ol milk >n liquid form in (he local markets 


Taku 6 : CKimiM Rails and Issi vbiijiv Inukts ot Milk PxtxTiuvitjfTt 1984-85 - 1993 - 94 ) 


Procureineni _JMPU_ KMPU 


* 

CGR 

(Percent¬ 

age) 

l-SiatiMK's 

R- 

1 Percent¬ 
age 1 

n 

CGR t-Stalistics 
(Perceiu- 
age) 

R’ 

iPcreenl- 

«fe) 

U 

Bulfalo milk 

Lean 

-12 67*** 

.191 

65 65 

.12 (15 

I.Vri4*** 

15.99 

96.97 

6.46 

Hush 

-6 48»** 

.3.28 

57.42 

17.92 

I2.04*** 

17.03 

97,32 

5.65. 

Toial 

-9 tl.t*** 

.t.8.S 

64 99 

22 57 

I244»'» 

19.29 

97 89 

5.15 

Cow milk 

Lean 

-6 94** 

2 56 

45 12 

21.05 

18.58*** 

21.28 

98 26 

6.23 • 

Hush 


2.59 

45 69 

18.03 

20.23* •* 

20,59 

98 15 

6.57 

Total 

-6 66»* 

2 76 

48.72 

18.22 

19 36*** 

27 09 

98.92 

4.96 

Tiiial procurcmcni 

Lean -9.79*** 

3 79 

1 

*4 25 

2124 

14 53*** 

23.26 

98..54 

4.82 

Hush 

-6.02** 

2.56 

45.12 

20.18 

l.t.71*** 

27.72 

98 97 


Total 

-7,74*** 

3.63 

62 19 

18.48 

I4.03*** 

34.02 

99JI 



Notes: 1 1 > CCR >= compound growth rale; 11 = iosiability index 


(2) ***. ** iigiriflcaiu at I and 5 percent prabalHUty level. 
Soun r: Bused on milk procuremem figniei of JMPU and KMPU. 
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llw KMPU also mamifactum and aells 
oanie feed under the brand name of 
‘Mahalaxmi Cattle Feed'. This union 
tegfattered a quantum jump in the pmductioa 
and sale of cattle feed in a matter of just one 
year after the commissiomng of its cattle 
feed plam in January l982.Thisisevidenced 
ftom the ftKt that the production and sale 
of cattle feed was only2.69and2.S8thousand 
metric tonnesduringl98l>82 which sharply 
iacteased to 9.35 and 9.30 thousand metric 
tonnes in 1982-83 and this trend has been 


continuingunabatedeverthercafter. Its cattle 
feed plant has had the distinction of ivcei ving 
a prestigious National Productivity Council 
(NPC) award for the year 1992-93. The 
union's milk produa plants as well as liquid 
milk plant also received NPC awards. Its 
milk products plant got first NPC award 
during 1989-90. The s«miid NPC award was 
received by its liquid milk plant and the third 
NPC awi^ came its way in 1992-93. All 
this points to the distinguished functioning 
of die Kolhapur Milk Union. 

One of the KMPU’s remarkable 
aduevements is that it has now entered the 
intematioiial trade in skimmed milk powder. 
It has now started esporting extra griule (IS- 
13334-PBrt II) milk powder to the 
neighbouring countries like Sri Lanka. This 
is indc^ quite worthy of appreciation and 
a laudatory achievement. 

'ihe KMPU has a ambitious future plan 
to expand the installed capacity of the Gokul 
Plant fiom the existing 2 lakh litres per day 



KoHupur Dist 

n 

Comparative Podtloii of 
Milk Co-operatives 

The fact that milk produced in rural area! 
is largely cimsumed in urban areas does not 
need any eleboration. It is well accepted 
reality, ^r bridging this gap, an integrated 
systems approach on dairy development 
comprising collection, processing and 
marketing of milk and milk products is 


-e- Jalgatm Disi 

to 7 lakh litres a day. It is also planning 
to expand the capacity of cattlefi^ plam 
and that of two of its existing milk chilling 
centres and also to construct two mote 
chilling centres in the distnci. In brief, it can 
be said that the KMPU is quite successful 
in the implementation of both 'OF-I' and 
‘OF-ir programmes. It is climbing the ladder 
of succeu in every sphere of dairy co¬ 
operative developmM - a heartening feature 
indeed. 


Tabu 7(a); CoMruTAnoN of Seasonal iNMca foe Milk Peocveement - JMPU (1986-87 - 1993-94) 


Rank 

Jan 

Feb 

Mar 

Apr 

May 

June 

July 

Aug 

Sepi 

Oct 

Nov 

Dec 

1 

129.55 

121.20 

129.15 

115.42 

106.04 

85.81 

79 02 

78 04 

96.37 

108.78 

115.56 

128.43 

2 

128.33 

118.36 

124.29 

114.44 

104.84 

84.38 

70.58 

76.33 

92.42 

107.92 

114.96 

125.36 

3 

125.81 

114.49 

123.77 

113.87 

101.81 

76.29 

65.37 

70.84 

87.98 

103.39 

112.93 

122 38 

4 

123.95 

110.84 

122.82 

111.96 

100.88 

76.24 

6461 

69.99 

86.25 

100.84 

110 65 

117.17 

5 

123.21 

110.32 

121.94 

109.18 

91.17 

69.34 

63.86 

69 03 

80.59 

9590 

106.44 

113.95 

6 

122.13 

107.40 

117.00 

107.92 

89.58 

66.21 

57.41 

67.09 

79.87 

94.00 

99.03 

113.53 

7 

115.88 

106 82 

115.38 

104.40 

83.35 

.59 48 

45.14 

63.49 

79.00 

81.92 

98.45 

I06.S6 

Modiried total 

623.43 

561.41 

609.82 

5.57.37 

488.28 

372.46 

321.83 

353.28 

427.11 

502.05 

544.01 

592Jf 

Modified mean 

124.69 

112.28 

121.96 

111.47 

97.66 

74.49 

64.37 

70.66 

85.42 

100.41 

108.80 

M8.4 

Seasonal index 

125.66 

113.16 

122.91 

112.34 

98.42 

75.07 

64.87 

71.21 

86.09 

Cf. 

101.20 109.65 

1200.0(V It 90.69 = 

119.42 
l.0078l< 


Tabu 7(b): Cowfutation of Seasonal iNorcs foe Max PaoruEESwirT - KMPU (1986-87 - 1993-94) 


Rank 

Jon 

Peb 

Mar 

Apr 

May 

June 

July 

Aug 

SepI 

Oct 

Nov 

Dec 

1 

125,45 

106.27 

110.93 

97.17 

89.29 

82.25 

84.10 

92.84 

104.27 

119.17 

119.06 

123.87 

2 

124.33 

105.75 

109.17 

96 16 

89.03 

81.36 

80.90 

90,59 

102.65 

117.76 

117.24 

II9.M 

3 

122.46 

105.74 

107.62 

94.99 

88.53 

79.50 

80.79 

87.57 

100.92 

117.29 

116.50 

118.73 

4 

115.93 

103.47 

106.78 

94.93 

82.80 

78.51 

79.95 

86.95 

100.36 

115 48 

114.20 

116.60 

5 

114.01 

101.82 

106.29 

93 78 

82.48 

76.61 

79.73 

86.90 

98.13 

115.09 

111.62 

116 25 

6 

113.72 

101.47 

l(H.89 

93.64 

82.01 

71.97 

79.68 

86 29 

95.59 

112.68 

106.14 

115.33 

7 

112.83 

99.70 

102.91 

92.64 

80 62 

71.91 

76.97 

83 44 

92.77 

110.84 

102.95 

114.26 

Modified total 

826.60 

725.54 

748.68 

662 92 

594 76 

543. Hh 

561.50 

613 65 

696.73 

109.65 

791.98 

821.08 

Modified mean 

118.09 

103 65 

106 95 

94.70 

84.97 

77.59 

80.21 

87.66 

99.53 

115.66 

113 14 

11730 

Seasonal index 

118 14 

103.70 

107 00 

94 74 

85.01 

77.63 

80.25 

87.70 

99 57 
Cf = 

II57I 113.19 
l2no.W)/l|99 45 = 

117.35 

I.OO(M585 
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(Uity liMacit, eolWetkm ofAdik ti by fv 
the tiMM hapoftncit for induitry u the 
efftetotay «td developroem of the industry 
heavily reiiei on ha assured collections. 

A :;ct of directives usually govern the 
urganisedsystcmofmiliccallectionandthcse 

can be sununorisod os unden 

(i) to provide assured market to milk 
producers. 

(ii) to provide a remunerative price to the 
fanner producers and ensure equate and 
attractive incentives to them in the lorm of 
varioas inputs and services in order to wean 
them away from the juggernaut of private 
traders. 

(iii) lo provide wholesome and good quality 
milk productslua large sectionof coasumers 
at reasonable prices. 

Various milk unions have drawn different 
strategies to achieve these nhjectivus. Every 
single union has passed through a dilfcienl 
cycles ol pnigtess. Dairying is such a biismcus 
whereovcmighicxpan.sion isneithcr practical 
nor feasible. It needs a careful planning so 
that it can grow on .scienlilic lines over a 
number of years. Needless to mention here 
that the dairy co-operative unions have. now. 
specialised in integrating the producers with 
the consumers. However, the periormance 
of many district level milk ctMipcraiive 
unions is still not up lo the mark and much 
below expeclaiion. The dismal performance 
of the JMPII is a case in point in this respect 
in cnnliusi to remarkable achicvcnicnis of 
KMPlJ. 

CkOWTII and iNSTAHII.irV IN Mm.K 
Pkik'dkcmi.ni 

The comparjilve study on milk pnicurc- 
menl in the two dtstricis ol Jalgaon and 
Kolhapur showed that ihe milk collcrtions 
of JMPU declined drastically over Ihe last 
10 years (Table 6). This decline was more 
sharp during lean season as compared u> 


tl ii fcw moBd prttlto lylntlidaiie^^ 
ndlk. The immut centpoond growth rnie of 
mitk pncuaenignt for both buffalo and cow 
milk waa negative and ligniflcam showing, 
tbeitby, an annuai decline in milk prorare- 
ment for both the types of animals. *Thc 
annual decline in milk pmeurement for this 
union was 10 per cent in lean season and 
6 per cent in flush season and. thus, giving 
an overall average decline of 8 per cent for 
the last 10 years. Fuhher, a wide varimion 
in Ihe instability of milk procurement 
between lean and flush season was observed 
for this district. The instability index was 
Ihe highest (32.03 per cent) in the case of 
buffalo milk {irocuremeni during lean 
season followed by lean season cow milk 
pnicuremeni (21.03 per cent), which corres¬ 
ponds to an overall average lean season 
instability index of 2.3.24 per cent as agaiitst 
an average of 18.48 per cent insiabitiiy in 
flush season. 

While on one hand JMPU showedadcclinc 
in its procurement figures dunng the last 10 
years, the KMPU.on the other hand, .showed 
a substantial pasitivc and significanl growth 
in its pnKuremeni figures for both cow and 
hulTalo milk. The annual incrcmeni in ihc 
pitHaiFcment figures of KMPU was of ihc 
order of 14 percent. In (his respect, cow milk 
grew more rapidly in pmcuremcnis than 
buffalo milk. This underscores Ihe pre- 
eminenceof cniss-brcdcows in the Kolhapur 
district which are mote product ive than liNral 
cows or local buffaloes and which might 
have been responsible for increased milk 
production, and thereby, increased milk 
pnicurcmtmi for the KMPU. Though in the 
lean season, the insluhiliiy in milk 
procurements was slightly higher, overall 
priK'uiement growths svcic of the same order 
for dilfcrent .seasons and there was not any 
significant ditTcrcnce. 

In order lo understand milk procurement 
mstahililicsbcUcr. monthly milk procurement 


dalHinrdie peiiod 19l6.87(o 1993^ were 
obtained from the reapective milk co- 
opcntive UBWM of the two distnets. TMs 
dma wa* used to work out typical wuonal 
indices of milk procurement for each of the 
12 tnombs. Th^ indices, thas. computed 
ate presented in Tidiles 7(a) and 7(b). 
lespecti rely. The figures shown for Ihe last 
eight years in Table 7(a} clearly exhibii that 
milk ptocuremenu for the JM^ peaked in 
the month of January, and July aras the 
month when it touched the lowest. The rising 
trend in milk procurement for this district 
slatted from the month ol August and 
continued until January when it reached Ihe 
highest level of pmcuiemern. In genetal. Ihe 
peak months of procuiemem for iJiis union 
were December. January. February and 
March while the lean morahs were June, 
July, August and September (Table 7(a) and 
Figure i). 

Fur KMPU too, the peak months of milk 
prucurcmenl during Ihe Iasi 8 years was the 
mtmih of January (TaMc 7(b) ). However. 
Ihc lowest procurement figures were 
witnessed in (he month of June. It is clear 
Inim Table 7(b) that Die months of April to 
September rcprescnicd the lean patch 
when the milk prucurcmcnls in this district 
were much lowrn' compared to October to 
March months which in general were 
representative of flush season. In fact, the 
decline in milk procurements fur Uus muon 
sianed tram the month of February till it 
reached its lowest level in the muiHh of June. 
Heyond June, KMPU again sbowedarisirig 
trend in milk pnicuremenis (Table 8(b) aid 
Figure 2). 

Trend in milk proruremriti: Milk 
pnicuiemcni (rer <ls over the last 12 years for 
(he Jalgaon and Kolhapur milk unions have 
also bwn plolicd by drawing representative 
straight line ''urves for annualised total milk 
procurement with respect lo each union 
rcckomng the yesu IVK2-H3 as the poiA of 


TabU'. 8: CiaimTK Ratf-s and iNSTABiim Inmcss FOg CtaiAiN SeurTED Operational KuirAiots (1984-85 - 199.1-94) 


Indicalor. 


JMPU 



KMPU 



COR 

Percentage) 

l>.Slalislic 

R’ 

(Percenlagcl 

II 

CX3R 

|pen;cniag<'‘ 

l-.Siai'«ic 

W 

(Percemage) 

II 

Number uf regisiercd mkiciic^ 

().59** 

2.21 

17.80 

2 15 

7.8.5*** 

17.47 

97 45 

3.61 

Number ol functioning sociciics 


7.00 

8.S.90 

4 11 

K.n*** 

12 21 

94.9.1 

5.61 

Shore capilul (in lakh Rs) 

hK7*** 

11.18 

»>.S.72 

181 

.16.52* •* 

1098 

91.78 

23.16 

Annual milk pnicun.'incni (in lakh hires) 

7 74*** 

1.79 

62.19 

18.48 

14 05*'» 

14.02 

99.31 

3.19 

Average daily milk procurement (in lakh lures) 

-7 ()<)••• 

4.17 

70 46 

15.59 

11.80*** 

28.21 

99.00 

3 76 

Number ot sncielies henented by mobile vrlennary 
hoipilals 

2 6I** 

2.88 

50.95 

11.15 

I2.6I*** 

7.61 

87.87 

11.78 

Pint aid cenires 

2 87*** 

1.84 

46 90 

5.87 

79.79** 

2.82 

29.16 

29.0) 

Frozen semen ccnlies 

-2.66 

1.04 

11.81 

20 97 

1147*** 

10.74 

93.51 

9.12 

A 1 done - Cow 

-2.97 

1.22 

15.60 

20.99 

22.47*** 

li.2S 

94 05 

1268 

Buffalo 

286 

1.17 

14.69 

18.88 

23.70*** 

19.32 

97.90 

8.65 

Total 

-1.14 

0 48 

0.01 

18.79 

2.1.21*** 

16.00 

96.97 

9.83 

No of improved calves bom lo 

Cow 

-1.16 

1.11 

11.81 

10 02 

25.18*** 

8.99 

91 00 

15.94 

Buflalo 

.5 96*** 

.1..14 

.58.19 

14.06 

.10.68* •• 

8 13 

89.20 

20.15 

TuUl 

0 42 

0.12 

0 01 

I0..57 

28.18*** 

8.67 

90..19 

1701 

Cailtc feed sold (in tonnes) 

-2.66 

1.01 

11.71 

18.88 

II 41*** 

11.24 

94.04 

TT* 


Nme\ As in Table h 

Snnrtf. Based on figures quoted in rceords of JMPU and KMPU. 
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beginning fur such a study. This is shown 
in Pigufc 3. 

A cursory look at the trend line for both 
the unions reveals that initially the annual 
milk procurement of KMPU was much lower 
than the JMPU. However, the KMPU crossed 
the procurement ligurcsofJMPUsomcwhea' 
between 1985-86 and 1986-87. This is 
represented by point E in the plot. Theieancr, 
the KMPU showed a sustained rising trend 
in Its pnicurcmcni figures except tor the 
penod between 1988-89 and 1989-90 when 
its milk pftx.’urcment slumped by about 100 
lakh litres and this momentary downward 
slide is leflccted by the straight line joining 
point P 10 Q. Alter 1989-90. the curve 
representing procurement figures for KMPl I 
became steeper denoting a sharp nsc in lotnl 
milk procurement by the union. 

On thecontniry, after reachinga maximum 
procurement level of 600 lakh litres during 
I984-8S. the milk procurement figures fur 
iMPU kept showing a declining trend 
and its procurement level touched a low ol 
.300 lakh litres diinng 1987-88. tor a couple 
of years alter 1987-88. this union showed 
marginal improvement m its milk pmeure- 
mcni. However, an all perva.sivc declining 
trend in milk pnicurement again caught up 
with JMPU after 1989-9{landitspnK’uremcni 
touched the lowest ever in 1991-92 as 
indicated by point N. Thus, wide riuctuuiiuns 
in milk procurement over the last 12 years 
has become the ultimate nemesis for the 
JMPU. Today, the union has reached sucli 
a stage where improving the operational 
efficiency of the union has become tmpcraii ve 
need of the hour. 

Growth and Ivstabii.ity RroAROiNc 
Certain' Ofrationai, Indicators 


The reaulii reveal that wMIe Kolhapur 
milk union has made rapid strides in all 
spheres of developmemal activities and has 
.shown remaikablc progress and improvetnem 
in this regard, die Jalgaon milk union has 
failed to live up to expectations. The Jalgaon 
union's achievements with regard to 
increased number of registered societies and 
shore capital were overshadowed by its 
overall functional incfricicncy. Therefore, 
real concerted efforts are retjuired to be 
tminched to impn>vc Jalgotm union'.s milk 
procurement figures and the quality of 
technical service that 1 1 renders to its member 
producers. Only then (he sagging morale of 
Jalgon milk union can be biMtsicd and its 
lunctioning improved in real terms. 

PRtX'L'RF.Mt-.NT PRKTNCi 

Pricing issue is of pnmary importance 
because on it depends the availability of 
basic raw material, tiuii is, milk. Under this 
system, the farmers arc paid on the basis of 
quality ol their produce and not on 
quunlitali vc basic alone. Fat content of milk 
determines the quality of milk provided by 
the farmer producer. .Such qualify lesitng for 
fat deters producers' from adulterating their 
milk with water asthe paymcntsareinvariably 
made on kilo fat ba-sis for their produce. This 
kind of pricing not only infuses quality 
consciousness among prixJuccr farmers at 
village level hut is also known to bind the 
system of milk procurement to a definilc 
moral etho.s whereby adulicraiinn is seen as 
a moral and criminal. 

The comparative procurement rates ol 
JMPfJ and KMPU us contru.sied with the 
government rates fixed over the last three 
years tor lean and flush seasons fur milk of 



4lifieren( types qF milch animilt.Fylz, that 
orbufraloaiidcaw)aKpreMfltedlnTable9. 

Acriticaltuialysisof comparative nResfor 
milk procurcinenttevcala tbit JMPU olTeicd 
below par rates for buffalo as well as cow 
milk procurements both in the lean and flush 
seasons when the rates fixed by the 
government of Maharashtra in this respect 
were reckoned as the standards. The year 
I99l-92scrvcdas the sole andonlyexception 
for JMPU when average as well as flush 
KBson procuremem prices, especially, in 
case ufbuffalo milk exceeded the prescribed 
government rates. The difference between 
rates fixed by the government and the union 
rates in hufl’alo and cow milk procurement 
pricing was found to be maximum during 
1993-94 with cow milk witnessing a mure 
pntnounced price differential than buffalo 
milk. KMPU. on the contrary, has sJiown a 
more pragmatic and consistent pricing policy 
for butl'uloas well as cow milk pnx;uremcnt$ 
in btah flush and lean seasons and the rates 
fixed by the unitHi were quite comparable to 
those prescribed by the MaharashUa govera- 
mem. In fta-t, at no point iniimcthe Kolhapur 
union rates were less than government rates 
during the lust three years with 1991-92 
serving as the silver lining for farmer 
producers ol bulfalo milk when on an average 
they were paid Rs 1.33 per litre extra 
compared to fixed government rates. In 
general, procurement pneing of KMPU has 
shown a ctinsisiemly incretLsing trend and 
this positive change in milk pneing has been 
aimmon to brah lean as well as nu.sh seasons. 

The loregoing emphasises the prevalent 
ol a differential milk priKurenicni pricing 
policy lor various unions with respect to 
flush and lean seasons in accordance with 
the objective realities obtaining in areas 


Inherent in the procurement ol milk arc 
certain basic ic.spunsibilitics such a.s 
providing technical inputs to member 
producers' and these are usually shouldered 
by co-operative milk unions which act as 
vehicles, for such input services. Hitwever. 
if any milk union ehtmses to shirk this 
responsibiliiy.il willbeioiisowndcinmcnt. 
The example ol Jalgaon milk union is a case 
in point in (his regard. Merc gnrwih in terms 
of inerea.sing their niimcncal strength, that 
is. enlisting more number ol member 
producers in their fold is not a true index 
(or judging the health of any co-operaitvc 
milk union. A milk unioncan be nude vibrant 
only if its affiliate member producers have 
full confidence in it. And. this confidence 
is usually built by the kind of technical 
inputs and services that the union renders 
to Its associate members. 

In the above context, the growth .and 
performance of the two sample milk unions 
have been assessed in the light ot their 
inherent instabilities using the relevant data 
for the period fn>m 1984-83 to 1993-94 and 
comparative analysis in this regard is 
presented in Tabic X. 


Tsiiii' 9- CostrARATisf. Ratfs IPkixtri mist Prk I ) or Hcftalii ani> Cow Mil K 

ft/f Rupfex/ljiii^xt 


Year 

Seasun 


Hutlain Milk 



Cow Milk 




Union 

Rale 

OovcrnuK'nl 

Rate 

Oifterenec 

l/niiin 

Kate 

(iovernment 

Rale 

Difference 

1991-92 

Lean 

A: Jalgaon IMitrirt Co-operalive Milk Union iJMPli) 

6 19 6.«() -0 61 4 66 3.S(i 

-0 84 


Flush 

661 

3.30 

-Fl II 

4 83 

4 50 

+0.13 


Average 

6 40 

6 13 

+0 23 

4 76 

.3<XJ 

-0 24 

1992-91 

Lean 

7 99 

8.24 

-0 23 

3,62 

6.30 

-0 88 


Flush 

6.31) 

7 23 

0 73 

4 21 

.3.70 

-1.47 


Average 

7 2S 

7 73 

~(l SO 

4.9,1 

6.10 

-1 17 

199.1-94 

Ijian 

7 91 

8.31 

-O.flO 

484 

6,70 

-1.86 


Hush 

6 63 

7 23 

-0 60 

4..3() 

5.70 

-1.20 


Averaiie 

7.29 

7 89 

-0 60 

4 67 

6,20 

-l,.3J 

1991-92 

B; Kolhapur Dtslrlct Co-opcrallvr Milk UnioB (KMPII) 

Lean ' 7.6t 6 KO +()>'■< 3.3« 3.5(1 

+0.08 


Flush 

7 12 

3 3tl 

4^1 82 

4 58 

4.50 

+0.08 


Average 

7 48 

6 13 

+ I..11 

5 08 

3.00 

, +0.08 

1992-91 

Lean 

9 02 

8 24 

+0 78 

6 72 

6.72 

- 


RuUi 

7 70 

7 2.3 

+0 43 

3.92 

5 92 

- 


Average 

8.16 

7 75 

+061 

6.12 

6. .12 

- 

199.1-94 

Leon 

8,76 

853 

+0.21 

7 07 

6.96 

+0.1 i 


Flush 

7,23 

* 7.25 

- 

5 92 

5.92 

- 


Average 

8 01 

7.89 

+0.12 

6 50 

6.44 

+0.06 


h/mn: I) Buffalo milk rales are at 7 per ecnl fat and 9 SNF 
2) Cow milk rales are at 4.3 pereeni fol and H.3 SNF 
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ridHagtnidtrKtpactiveiHikMit. Though (he 
proporUon of milk production dunng (lush 
and lean leaaon* varies from 100 to 40, the 
overall demand, however, remains mote or 
leas romum throughout the year. To meet 
with (be competition, higher price is usually 
rr'ld tormllk during the lean season to attract 
more supply. This is in tune with the fact 
thtt feed and fodder ate in short supply 
during lean season and, thus, costlier to use 
making milk production th^ much dearer. 
Thepr^ucer fanners ate. tbeieforc.justiricd 

in seeking higher price for milk dunng lean 
season to offset increased cost of production 
and. in maintaining uniformity in income 
from milk sales throughout the year even 
when there may bcsiump indentand for milk 
during flush season owing to restricted 
handling capacity of dairy processing plants 
and. hence, a lower procurement pnee on 
offer for them. 


Ill 

Causes for Ineflicient Functioning 
of CtHoperativcs 

The milk eo-operalive s(K'iciie.>. were 
initially formed to hrc.-ik the unholy 
exploitative nexus between the middlemen 
and the pn vale traders invol ved in the l radi ng 
of milk with Ihe producers. Thi.s not only 
ensured remunerative prices to the Uaity 
farmers for their produce hut also helped in 
the siabilisalinnofmarkcl pnee of milk over 
a reasonable period ot time and. thus, 
protected the interests and concerns ot the 
consumers as well However, growth of 
vested interests and mterlcrence by liK'al 
poiiliml-sairups in the functioning ol such 
societies have led to closure ol more than 
SO per cent of the milk producing sucielte.s 
of JMPlf Moth the producers and the union 
of eo-operaiivc.s blame each other lor this 
malaise ufUiciing ihe MK'ictics. On closer 
scrutiny, the following reasons were 
discernible tor Ihe closure ol Jalgaon milk 
eo-operativo societies. 

(a) The paymeni by the society to iis 
members was irrcgul.ir. i e. tlic siK'iciy was 
not making payment toils meinhcrs on time. 
ThtsinggOTdclosureol some ot the siKictics. 
This was especially true ot societies which 
were located in remote villages. 

(b) The predominance ol pnvalc traders 
also caused closure ol stKriciies. Normally 
the pnvalc traders give slightly higher price 
compared to milk ciwtpcrati vc societies This 
IS a ploy employed by private Ir.tders to lure 
away the producers Ironi Ihe co-opeiaiivc 
societies.'nieclusurcol someol the societies 
could also be linked to successful 
employment of this ploy by the traders. 
Further, dairy farmers seemed to be quite 
criiwaloflhcever increasing costs ol Iceds 
and iotkicr supplied by the MK-iciy in its 
members. Such penodie increases in'input 
costs were Urongly resented and were simply 
not acceptable to the members of the stKieiy. 

(c) In addition, the private traders were 


extending additkmalfacilKlet Mich as giving 
loan advances to the producers for the 
purchase of milk animals provided they 
supplied and sold 7S per cent of milk produced 
by them. This ensured captive milk supply 
forthese private traders. Such facilities were 
absent at the society level. Attracted by such 
inducements, many producers slopped 
supplying milk to eoHiperaiive societies and 
siurlod diverting their produce to private 
traden. Finally, this resulted in the closure 
of such societies. 

(d) From the siKiety's point ol view, the 
recalcitrant attitude of its members in not 
supplying milk on regular basis contributed 
to lower total nllilk eolcction by the society. 
Insufficient milk collections further 
aggrcvaled the efficiency and distribution ot 
milk by such s(x;ictics leading finally to Ihcir 
closure. 

(c) Another problem relates to the i mproper 
place of cslahlishmcnl ol milk eo-opcraiivc 
societies. .Some of the .societies were so 
located that they depended for their milk 
supply largely on the producers based in 
remote villages. It became a diflieuli task 
tor the union to send their vchicicisl lor Ihc 
collection of milk from such inaccessible 
remote villages. Union's vehicles were often 
found wanting in arriving in lime to collect 
milk from .such producers. Due to late or 
umimely arrivalot such vchicles.many times 
the prodiiee ilsclf wu.s gelling spoilt helorc 
it could be collected. To stem the rot 
emanating from such losses, the union <tt 
times preferred to close down societies 
liK-aicd around such icmole villages. 

(f) One of 1 he major reasons lor 1 he elosurc 
of most of Ihe societies in Jalgaon disinci 
was that they were not fotlowing Ananu 
pattern tit milk eolicciinn. Only .10 per cent 
of the total working societies were following 
Anand pattern of milk collection in this 
district. It may be pertinent to mention that 
the Anand puilcrn ensures just and 
remunerative pnee to allits society members 
based on spot scanning of their respeeiive 
produce for their iat content using suitable 
milk testers. The tacililics tor such fat testing 
were loi.illy absent in lalukus covered by Ihc 
union in Ihe western part of Jalgaon disinct 
In the abscnecof proper I at leslingcquipmcnt. 
such il l-equippcd sociclics devised Ihetr own 
whimsical ways ot compensating the 
members for their pitNJuce. This included 
cnilcelion of milk samples Irnm each member 
and sending ot u pcHil of such samples to 
Ihe union for working out common fat 
percentage for the whole of milk collected 
from memhers' of an entire village. The 
payments to members were made b.Tscd on 
such common fat percentage. Obviously, the 
dairy farmers whose produce contained 
higher fat fell cheated and were agha.sl at 
seeing their counicrparls with less milk fat 
gaining at their expense. In such villages, 
the society level workers were also found 
indulging in malpractices such as adding 
watertoihe milk col Iccied froinlhc members 


before the arri val of urnon vditclc. And. thus 
generated corrupted Hirplus was sold in the 
nearby/local markets for a gain by the 
unscrupulous society level workers. Owing 
to such unethical practices, by and large, 
members started losing Ihetr faith in Ihe 
efficacy and functioning of such societies. 
An enterprising dairy farmer further lost out 
on being justly and adequately compensated 
tor his nchcr produce due to watering down 
indulged in by Ihe society workers which 
fun her depressed Ihe common fat percentage 
and, hence, meant a still lower payment to 
him tor his otherwise much belter quality 
milk. Disenchanted and disillusioned, the 
members were inereasingly reluctant to sell 
their milk to such sociclics. Consequently. 
Ihc total milk collections in many societies 
sharply declined leading ultimately to their 
scll-inflieied closure. Unless correctives are 
applied sincerely and societies arc equipped 
with proper spot fat testing kits, more of Ihe 
societies in ihc di.sirici arc likely to close 
down 


(gt Ai the society level, there was no ditect 
'■lan taciliiy to the members tor the purchase 
ot animals. In lad, the stK'ieiy serves as a 
surely or u guarantor to the firm. Irom which 
the producers take loan, to the effect iluM in 
the event of lailurc defauh in tepaymcni of 
loan by the member, the amount would have 
to be repaid by the ssKicty. In such eases 
Ihc loan money is recovered by making 
deductions from the payment due to a 
producer member. However, the society is 
Ix'cd with problems in the recovery of loans 
when the producer suddenly turns hostile 
uml slops supplying milk to the society. The 
SI iciel iesai limcsinctirred heavy losses owiifg 
In such hostilii y and have had to finally close 
down. 

. lh)Anolherrca.sonrclatcstotbedemcaniitg 
and dirty politics indulged in by village 
diat'lors. ihc pcrsoiuil conflicts of such 
vil l,ige level diieciors and lack of their inlerat 
in the functioning of the Mxiety has also 
caused theclosurc of tnanymilkco-opemive 
wicictie' in Jalgaon distnet. 
iilDuc to shontulls iniotal milkcnileciiaii 


s! 


at Ihc Miciely le.el. Ihc payment ot salaries 
to Ihe se, rciary and othCT employees of the 
society became a real problem. The paymeoi 
ot audit fees and other lelaied expenses also 
bct'umc lardy for such societies. The closure 
ol some of the societies was due to such 
muliiplic-iiy of problems. 

<j) The sociclics which were located ia 
villages near the city couhJ rxit function for 
long due to Ihe increasing interferenoe of 
private traders. The producers in viUaget 
ioeated closer to rities have multiple^ 
marketing outlets at their disposal for dto 
sale ol their produce. Such lannerpnducect, 
prefer to sell ihetr milk to private inderaf^- « 
the price offered by the latter rnnypni | 
favourably with one offered to themljyfth. : I 

coroperaiivesM'icties.'nius.unleuspibdllMlk r 
arc paid rermmeraiive prices lor their ; i 

or ate extended other additieoil 
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Wilie mam iii’liti^i*M^':li^^'" 
nmpMiriy ttopped exioMiat ^'cinpMy! 
bG 9 ilk& 10 its mcnber socta^ TM :&' 
indeed a senous otow to the ahapendve 
•Odettes’ mode ot dairy dcveiopnient and 
^ini:AQmit%,e\pe(id\yasuYia^shad(Z?) 

5 have very tew veierinaiy dinics to cater to 
such needs. Needless to say that for the 
sustained health uf milch animals, it is 
> essential for producer farmers lo have such 
facilitiet. In (he ahsence of proper veterinary 
facilities and animal husbandry care at the 
ZP level, it becomes incumbent upon societies 
lo ensure such facilities to keep ulive the 
inteiesi of producer, in such co-operalivcs. 

The basic ditfcrencc between the working 
of societies in Kolhapur and Jalgaon could 
be traced to the pre.sence of 2-3 milk 
producers' societies m almost all the villages 
of Kolhapur disincl. The benefit that accrues 
from having more than oiii society in a 
vHiage IS quite obvious a.s under such a 
scheme even if due to some reason one 
society closes down, the oilicrts) coniinuc 
to function. As a result, the supply of milk 
from (he village is truly ensured on a 
continuous basis and it seldom faces a slump 
or fall. Further, in such a situation, the 
members of closed .societies have the option 
of becoming mcmhcrofsomi. other working 
^ society in the same village and they often 
exennscthisuptioniothciroserall advantage 
This type of practice was «« observed in 
Jalgaon district. Not even a single village 
in the whole of Jalgaon distnci could boast 
of having more than one stx'icty in any of 
its villages. This cari he taken as a major and 
^ soious flaw in the e.iiabli.shinent of milk co¬ 
operative societies by the Jalgaon milk union. 
Ihissituaiion needs mbe immediately altered 
and remedied by establishing more societies 
per village if the remaining societies in 
Jalgaon disUict have lO sur vi vc and overeome 
(heir continuous cycles of closure. 

IV 

Issues and Policy Implications 

So far. cu-operati'le dairying has been 
primarily built arouiid what is generally 
known as' Anand Model’. At tiie root ol this 
is a successful milk procurement system. It 
is only due to their wdl-knil procurement 
lystetn that some district co-oncraiive milk 
unions are showing remoikabh; results. And. 
this is amply proved in Kolhapur district 
whereat present two co-operative milk unions 
are functioning. These, two unions pul 
together, ore procuring around 46 per cem 
of the total milk produced in this district. 
Commy to this, the rati o of total procurement 
o( milk by co-tqjcralives to total production 
is ofthe order ofonly Mperceni in Jalgaon 
district. However, this figure is comparable 
to the national average of around I2pcrcent 
(Thompkinson I995J. There ate multiple 




--VMtftte. As the iMnf 

iMdon in Mfioa 

Ate estimaied quantity irf milk due to dowre 
of mott of its societies, it hat in depend on 
other institutionsof Maharashtra aiulGujant 
for about 60 per cent of its total collcdioti 
in order to utilise its existing plant capaaty 
and because of manufacture of various typw 
of milk products for sale. In this context, it 
is pertinent to mention here that ideally the 
interest of the Jalgaon union would be better 
served if the total liquid milk procured by 
it is disposed uf alter processing and packing 


^^itt^njAgthskhimitMormo^ 
tq atjatimamKefy-Beiidetr It tuenkl alw 
RiMiRiaivii^iiiierettoBihenianeytile^ 
intheniaitaowingtntndlngitt'slidfnable 
products' where immediate monetary 
realisation is seldom the case. This will also 
hdp bring down running expenaea and, 
thereby reduce recurring losses. Thus, trading 
in liquid milk Is always going to be more 
profitable compared to that of its by-products. 

As for last several years the procqrement 
prices of Jalgaon union were below pu rates 
fixed by the government of Maharashtra, the 
need of the hour for this union is, therefore. 
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w mnMffTO B re ni uttiiiiu ioaileMtM 
<iM tertl ^^ovemmBif annouiKcd roM. 
TW* «in wmiy faiproveprocurenKm flnimi 
for tMi ntlk uoion. 

II nwdi to bo mentioned here ihai the milk 
anion in Mgnon oittrici has completely 
itopiied extending vciennary facilities to its 
meinben for the lost two years. Needless lo 

Mylhatformauinedhcalihofmilchanima)*, 

it ii much eiscnlial lor producer tarmers to 
have Mch facilities. Thus, if a Jalgaon like 
milk union has to be revitalised, the 
impemivc need is to give ftesh fillip to 
various technical services instead of trying 
to withhold or witlalraw them. 

The downward slide in milk pmcuremeni 
for Jalgaim milk union was thiclly because 
of ciosure of its nearly SO per cent socieiics 
over Iasi 10 years on account of various 
factors discus^ earlier. Inorderioimprove 
the procurement efficiency and, thus, 
financial health of this union, an inimediaie 
step should be taken to look into these fociorK 
and rectily the problems. 

The need of the hour, for Julgann civ 
operative is, therefore, to adopt a lorward 
looking cgalilarian producer-friendly 
approach that is capable of winning back the 
confidence of milk producers of this distncl. 
Only such an approach can revitalise the 
milk co-operatives in falgaon district. 

In the context of smooth functioning of 
vanous milk civoperativcs in the state, it is 
essential to point out that the interest of the 
producers' wouldbc better .servedifthe milk 
prices ore remunerative throughout the year. 
The higher milk prices, however, may not 
themselves lead to higher productivity of 
milch animals. For increasing the pro¬ 
ductivity of milch animals, it is necessary 
to provide proper input services such as 
balanced cattle feed, improved breeding, 
veterinary care and management, etc. In our 
kind of dairying and village economy, it is 
wellnighimpossihicioran individual tarmcr 
producer to arrange alt such services 
compteiely on his own. The societies, 
therefore, have this onerous ia.sk of ensuring 
neccatary input services (o all pruduccfs. 
Timely provision of input services is not 
only likely to reduce the cost of milk 
production by increasing the productivity of 
individual animals hut may also work towards 
improving the overall genetic stock of such 
milch animals. 

Notea 

1 This IS evideiil imm the tael ihai the milk 
piudiiclion of Imha. which had siagnalcd 
anwnd 20 milliua tonnes fur 2U yeais between 
lUSd-TO. began nsing (lum IV70 unwarits 
and etosied the M iniltiun tonne murk in 
I9li9. In I VUI-V.t. ihc milk uulpul was around 
SU miltion tonnes. Milk prodaelion is poised 
to icnch the 96 million tonne mink by 2IXXI 
AD. 

2 The main objective ol the Operation 
Flood ptogitimne wu to build n vinble 


aadieir-MMaMng imUoatl dairy indnsiiy 
on co-operMIve linet. Total syswMs 
approach wne adopted for dairy develop¬ 
ment which encompassed production, 
procurement, processing,and marketing 
of milk. , 

Opeiaaon Fkiodd was launched in 1970 
wilhihe aMimnceor World Food Prugnumne 
(WFP). European Economic Connminity 
(EEC) countries. World Bank and other 
Intemolional support agencies in the fottii of 
food aiu of 1,26.000 IM at skimmed nulk 
powder and 42.000 ml of huiier oil. Funds 
penenMed through sale of Iheie commodities 
were used in the itevelopmcni of 27 ruml 
mitkiheils in 10 stales :nd for selling up 
dairies in the rural hinierlands and in four 
mciiopnljian cities nf Ihc country Them was 
a 61) per cem increase in milk piuducliun. 
which ruse fiom an estimated 20 million 
metric tonnes in 1970 lo .12 million tonnes 
in 1978. 

Prompted by the success of the OF-I. ihc 
guvemnieni of India decided lu euniinue 
with dairy devetupmem through cn-npera- 
livcs but on a greatly expanded scale. The 
Operatirm Flood-Ill. which began in 19X1, 
aimed at building a National Milk Grid 
Unking 116 rural nulksheds in 22 states and 
union lerritones with ihc urban demand 
centres in Ihc country and creating infia- 
shuclure required lo support a viable doiiy 
industry. 

The currently run Operation Flood-Ill 
(19X7-96) aims at consolidalinn at the 
gams of the earlier phases. The main (ikus 
of the programme is on achieving hnancial 
viability of the milk unions state federations 
and adopting the salient institutional 
charuclerislics of the Anand Model ui- 
opetMives. 

.7 ‘Anand Pattern' of dairy cu-opcraiivcs have 
a unique posilion They ate based on sis co¬ 
operative principles, viz 11) vntuniary 
mcnibcnhip;(2)dem>ciaUcdectsioi>-iiiak ing. 
(7) limned interesi on share eapiial. (4) 
equitable distribuiion of surplus. i5) cu- 
opcrative education and (6) mutual eo- 
operalion. The pattern is based on three riers 
of well tmiclurcd organisation with a milk 
producer consliluling Ihc smallest unit of the 
entire business eiHeipnie The ihree lien ore 
the village )dve) daily co-operanve society 
federating producer meinben: thedistnci level 
co-operalivemilk pruducen' unum fcdciaimg 
(tic village societies and the state levct 
rcdeiation corutituiing of alt Ihc distcici 
level unions. Of these three tiers, the 
disirict dairy co-operative union is the most 
active unit because it owns the physical 
infrasIriKture required for milk psocuiemcM, 
processing and manufactunng of milk 
prndoets and (nr geneming inpuls requited 
fur increasing milk produclioo. The union 
inicgiaies milk production. procurenteiK and 
processing and undenake marketing either 
indepcndeMly or with (he help of its apes 
(tderalion. 

4 In Indu. Undless labouren accatuU for 21 
per cent of total rural hotnehald. So they 
donor have any share in the toial tond- 
holding. However, they own 12 per ecu of 


Ibe uUch uri wala aad providu 16 per ecu 
of an nnl-pradaend mWt. U suMh ta tcoiiim 
that dairy ing' s a paying proponhiaa for these 
poor twal people (for d^ls see M S Bed! 
19*71 

.7 CompoliMewiihtecoinineiidaiianorNaaoanl 
Cuniniissioo on Agriculiute. on Milk 
Production in its interiu report 1971 
Secondary srxirce. M S f cdi. ibit), p 10. 

6 BythcendofOpeiattonPkindpliaseKhdBKk 
1981) programme, there were 17.270 
orgamsed village lucicties These societies 
increased lo some 74,500 by the end of phaae 
II (March F'X5) of the prognmnie to 
50.000 nos m the roiddh: of phase III iMarch 
1990) u Ihc programme. - 

7 During 1990-91. while Malunsliira occupied 
fifth poMiifHi in the country's total milk 
production, the position ot Gujarat was mih. 
T)ic milk production rigufc> for Mafasnshos 
and Gujarat stales during ) >90-91 were 3 74 
and 7.57 milli-in tonnes respectively. 

8 The equation ntted to analyse the trend is 
scroiliig exjioiwniial fonn 

Log Y = A r BT 

where Y s produelion. T s Year (lime) 
The compounl growth rates (r) = (e^-l) s 
100 were tested (or their sigiuricance by the 
student I slatisiics. 


9 During I990-‘I|. Kajasihnn and MaiUiya 
Pradesh ranked founh and ihinL respecitveiy, 
in the couMiy - total nulk praductiui. 

10 Sn Woma Sah.ikan DwBi I'tpndak Prakiiya 
■Sajigh. Wamanagar. is siluaied at a diaiaocc ^ 
iirahout.TOkm.inthcnucth-wesaafKolhapar 
inKolhapuTdiancLitwasiiistiMiedaBMy i 
20.1968 under the co-operalive socielks Ml f 
of Maharashu-' slate. In the fotmalive yem ■ 
Ihc sangh incunred heavy losses np lo 1979, JR 
while Ihc share capiul was less rhan Ra 12 JS 
lakh, the ' Jcirmilaied losses for (he saigh E 
were more than Rs 45 lakh, il became a ^ 
proritoblc venluie in 1987-84 and there w« ^ 
no looking hack ihereafler. After 1983-84, 
ihesangfa has shown remarkable achiesciMUl 

m literally every sphere of datty co-npetaUtm 
movement ord developnient. At preaeu. Ac 
sottgh has 67 nulk jmduevn! co-opesaibM 
socROes with 14.700pr o d uce rmendw Aads 
the Jtcaofjur isdictionof the utBihiaconfiagi 
lootgy44villagesi)(HaikasuaigkaNiPahala - 
lalukas of Ki ‘Jiap« district. HowevebMire 
iongh K unabte lo coHeci Ae estomad 
quantity of milk fmn its comMand jifiR to - 
Kolhapur diulict alone. M is dependent ms 
other tnsii'uiions of Vabanehtra and 
Kamaraka far about 4(1 per oew of its mM 
milk procu'emeni. At preseni, dre saniilji 
procuring .-ibmit 1.7 faith lines of mik pat 
day The smgh has ambitkms fulnue p^M 
and Ihc g6.ih set (ntth oy dw sna^ talk 


growth ore'rtily wonh ctaulaniig tier dtoak, 
ice Shah 1996). 

II Compound growth rases were workedoM to) 
usmgsemi-kigcitpone w i a leipmnon e toBiciii. 
However, since the tune aeries dkt oftili. 
coniain the trend componeM. an Mng AT 

insubilHy as snuBSSod by Cnddy andl 

(1977) and oed by OqiiaHnn Mifl 
(1990) was Mcoipinnted imnAae ^' 
snolytit in order «> laka rani 
componetil m Ac rtalh. 
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State, Law and Leather Co-operatives 
of Uttar Pradesh 




Akhilcshwar ratluk 

The leather flayer co-operatives of Uttar Pradesh have been engaged in prolonged court cases. The traditional 
leather flayers, the contractors and the zillti parishads have staked their claim to the carcass. The paper explores 
the emergence of leather co-operatives in Uttar Pradesh at the direction of the Supreme Court and the subsequent 
conflicts among the claimaitt.s. The paper attempts to establish certain theoretical propositions for understanding 
state-co-operative relationship. 


THE leather flayer co-o|}erativc societies of 
Uttar Pradesh have been a contested domain 
forthc past decade. The contending claimants 
have bran the traditional leather llayers, the 
contractors who supply hide to tanneries, the 
zilla parishads and the co-operative depart¬ 
ment of the slate. The carcass is issued to: 
(a) traditional flayers, and (b) the contractors 
through an auction by the zilla parishads. 
The claimants have taken the .state govern¬ 
ment and zi lla parishads to the couiis. includ¬ 
ing the .Supreme Court, to gel a favourable 
policy andalcgislaiivccnvironmeni uphold¬ 
ing their respective claims. Each court 
decision has changed the co-opcrativc-slatc 
relationship. 

A study of the relationship between the 
co-operatives and the state po.scs many 
problems. The .state and co-operatives arc 
hot tangible concrete entities whose 
relationship can be investigated. After all. 
a co-operative is only a pcrsoni-riculion. 
albeit a rictitious legal one, of relationships 
among individuals. In law. the co-uperative. 
like any other organisation, is a set of con¬ 
tract uolrelation.shipsbindingihe constituents 
and vested with a ‘corporate identity', as if 
it were a natural person. A question of the 
nature of a co-operati vc i s basical I y a quest i on 
of the nature of the relationships which 
constitute the organisation. 

Law recognises the contractual relation¬ 
ships just the way they are. The foundation 
of the relationships ignores the constituents' 
past and future relationships. However, in 
reality, the consiiluenis who form a contract¬ 
ual relationship arc a part of (he society and 
theieforc.thcy clohaveprinrintercsts, values 
and a history ot relationships of conflict and 
co-operation. The relationships arc not 
isolated events as treated by law but a 
continuum of relationships being mediated 
in the society. 

Thus, an accurate description ol a co¬ 
operative is in constructing ii as an expression 
of social relationships. The domain of 
exploration has to include how tangible and 
concrete relationships get abstractoii into an 
entity tike a co-operative. To illustrate the 
point, this can mean knitting the multiple 
relations like the rdationshipof office bearm 
(or aspirants) with otben. the relationship 


of the members vis-a-vis nun-members and 
relat ionships among different groups of mem¬ 
bers. Of course, in each setting, the relevant 
aciursund groups would need to he identified. 

The state naediates the relationship among 
individuals and social groups by expressing 
its power in the language of law. The 
contending clajms are cast and expressed, 
in relation to one another and the state, in 
the language of l.iw. Thus, the.social interests 
should express themselves generally in the 
language of law and particularly in the 
language of cu-opcralivc law and co¬ 
operative ideology. In this process, not only 
is the strength of the social groups relevant 
but also how effectively the interests arc 
expressed in the language of co-operatives.' 
With these brood comments, we can turn to 
ex plore ho w the di ffcrcnt cumpcii ng i niercsis 
have cxprcs.scd themselves in the case of 
Icalhcrnaycr co-operatives. However, before 
this, we need to identify the nature of interests 
in the leather (layer co-operaiivcs. 

Backc.round 

Traditionally, the leather flayers remove 
a dead animal from the owner's house and 
skin it. They then tun the hide using 
indigenous technology and make shoes and 
implements which arc used hy the villagers. 
The [icrson whose cattle is dead rewards the 
flayers for removing the carcass. Thus, the 
flayers have an occupational niche and others, 
mainly agriculturists, pay them for the 
services rendered. 

Duringthe British period. Kanpuremerged 
a.s a major centre for industrial l;inning and 
leather products. The mechanisation of 
tanning did the flrsi reorganisation of the 
traditional occupation of flayers. The agcni.s 
of tanneries procured hides from the flayers 
and supplied it to the tanneries which in turn, 
supplied processed leather fur making teal her 
products in the villages. 

The next phase of restructuring started in 
the 1970s due to changes in the leather 
market and policy regime of the government. 
The buoyant export market gavfa fillip to 
the leather industry in India. Slatting from 
the early 1970s, the government gave a boost 
to the leather iiKhistry. As a part of its policy 
to increase the value earned from exports. 


the government put a ban on export of hides 
and restricted export of processed hides, and 
encouraged manufacture oflcather products 
[Malgavakur and Panandiker I9M]. The 
government set up corporations to promote 
the leather industry. Carcass was disposed 
of and utilised even earlier. However, the 
buoyancy of domestic production and export 
market commercialism the hides and its 
value increu.scd. The .stale, thus, had set the 
macro and sectoral configuralion within 
which the local interests were to mediate 
themselves. 

The reorganisation of the occupation of 
the leather flayers was affected by changes 
in the market and the legislative powers of 
the local body, the zilla parishads. The zilla 
parishads were empowered by the Kshclria 
Samiti Act to regulate offensive trade. This 
included carcass utilisation which meant 
skinning a dead animal, tanmng, extracting 
bones, horns and fat and processing of these, 
and disposing the waste. Setlion 239 of (he 
act empowered the zilla parishad to make 
by-laws for promoting or maintaining the 
health, safely and con venienceof the inhabit¬ 
ants. To ensure this, the act empowered the 
zilla parishad to regulate offensive activities 
through licence. Further. Section 143 
empowers the zilla parishad to impose a 
licence fcc.- 

Earlicr, a licence fee ofRs S to Rs 10 was 
charged and licences were awarded to 
individuals. However, the buoyancy of (he 
leather industry changed the arrangement. 
The zilla parishad was empowered to regulate 
carcas.s utilisation, among other things, to 
maintain public health and hygiene. However, 
what was offensi vc to public health was also 
a valuable raw material for the leather 
industry. In the context of financial relation¬ 
ship among the local body-stale-centre, the 
local bodies are starved for resources even 
to meet their basic needs. Public health 
concerns in dealing with n valuable raw 
material led ihe zillaparishad 10 treat carcasses 
as a valuable source of revenue. 

The zilla parishads framed by-laws to 
conduct public auction of a licence for carcass 
utilisatiim fur each specified area. Under the 
by-laws, ihc right to utilise carcass vested 
exclusivelyinthe highest bidder. The licence. 
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of coufw,. hApoMd condMoW on carcm 
utiliuaion Including Uking to a specified 
place, skinning, sknnge of bones and \kini.. 
and curing and dyeing skins. 

The law.thus, passed the ttadiUonul rights 
of the leather flayers tu the contracKirs. The 
stigmatised occupaUonnf flaying continued 
to be done by the flayers, however, in the 
changed arrangement, as wage labour. Even 
the leather flaying community came to 
stigmatise the flaying occupation, though, 
most did not have any uliemativc. Ilius, the 
traditional right over camass gut displaced 
to the hands of contractors and the /ilia 
pari.shad. The vested intercst.s took recourse 
to the court challenging the competence of 
the ailla parishad to auction a carcass. 

Thus began the senes of court cases 
challenging the power of the .state to depri vc 
tltcflayersortheiroccupation. An exploration 
of this relationship has multiple facets, 'fhis 
includes the relationship of the flayers with 
the contractors, nature of the ruml elites, the 
zilla parishad and the departments of the 
state government. The relationships arc 
negotiated at multiple levels, including 
recourse lo the courts. This paper docs noi 
explore the crucial qucsiion as to how the 
leather flayers get mobilised lo go to the 
court. After all. seeking legal recourse itself 
quest kms the existing atrangement. The paper 
follows a limited course of followiiig the 
mediations as shaped by the courts. 

The slate is a single entity only in u 
fundamental sen.se. In its tangible inani- 
festafion, it is an ensemble of organisations. 
If the zilla panshad was an ‘asymmelric 
terrain’ [Jc-ssop I990| in negoiialing mk'ijI 
claim by being predisposed towards revenue 
realisation, the courts had their iiuiguage ot 
law in which the things were to he judged. 
It should be no surprise it the organisations 
of ihc state lake different opposing siands 
for the slate is the totality of tlicsc expressions 
(TherNim 1980). 

I.LATiuoi Fi.Avrns a.su Cocrts 

The first case of a senes was Jagal Dhavi 
vs zilla parishad AIR 1197.^) All 1.^5. This 
was a writ petition filed in the Allahahud 
High Court. The dcci.sion struck down the 
privilege of the zilla parishad to regulate Ihc 
right to engage m carcass utilisation. The 
coun noted that the implicaiion of the by¬ 
law IS that the nght to collccl bones and hide 
in rural areas would be auctioned to the 
highest bidder alone. The court agreed that 
Section 239 empowers the zilla pan shad to 
maintain the health, safety and convenience 
of the inhabitants in rural areas. However, 
the cilia parishad can neither depn vc a nghtful 
person fa licence bolder) of his offensive 
trade, nor can it cieaie a monopoly group 
strictly on the basis of the money paid. On 
this ground, the court struck down the parts 

the by-law which creued a monopoly in 


Ihc trade. This view wu reiterated by the 
high court in a subsequem cose' 

Before proceeding wiih the subsequent 
cases, wc need to recapitulate a Supreme 
Court decision, the Slate of Maharashtra vs 
Mumbai UpnagarGramodyog Sangh (State 
of Maharashtra vs Mumbai Upnagar 
Gramdyog Sangh (1969) 2 SCK 352). The 
Bombay Municipal Corporation Act and by¬ 
laws under it required (he owner of a dead 
animal to remove it lo a place fixed by the 
corporation or get it done by an agent of the 
corporation on payment of.Bs 20. After Ihc 
dead animal was deposited i n (he I ixed place, 
it became Ihc property of the corporation. 
The corporation then contracted out the 
carca.s.s for utilisation. 

The corporation, thus, had deprived the 
traditional flayers of their occupation. It was 
argued before the Supreme Court that the 
provisions are violative of the fundamental 
right of freedom to practice any occupation, 
as cited in Article I9( I Xg). The chapter on 
fundamental rights in the constitution 
guarantees certain rights to individuals from 
the law-making powers of the stale and at 
the same time, locates tlicsc righis In ihe 
society by permitting the state to fetter these 
rights for social good. The courts are neutral 
arbiters of the cunfitcimg claims. As a part 
of this schema. Anicle I9( l)(g) guarantees 
individual freedom to practice any occupation 
and at the same lime. Article 19(6) allows 
(he stale to impo.se 'reasonable resinctions' 
in Ihc interest of the ‘general public'.' 

The Supreme Court liad no doubt that the 
proviMoas fur cxpedituxis removal ofcarcass 
was in public inicre.si. II lelt unattended to. 
Ihccareuss would conslttuic a grave nuisance 
and endanger public health. The court hud 
lo only satisfy whether Ihc c'oiporation wa.s 
competent to impose the restrictions and 
whether the restrictions were reasonable. 
The court maintained that the corporation 
may be expressly empowered only to 
maintain public health. However, the 
modality of di.spo.sal of carcass itself is a pan 
of el fortstomaintain public health. Therefore, 
it was within the powers of (he corporaiion 
lo regulate the proprietary nghis ol the carca.ss 
to maintain public health. 

Weighing the claims of the flayers and the 
larger interests of the society, the court 
asserted lhal just to protect some pecuniary 
loss lo citizens, the health of the general 
public cunnul be endangered. The 
arrangement and .supervision of Ihc 
corporation to maintain public health cannot 
he regarded as arbitrary or excessive. The 
court further niHcd that it cannot be argued 
that the corporation could have made an 
iiltcrnaie arrangement which would have 
ensured both Ihc ends, Ihc rights of individuals 
and public health. In each given situation, 
Ihe court only satisfied itself whcUier the 
restrictions imposed arc icasonahle or not. 


Thus. Ihe proviskMs were beU not to be 
' violative of Article I9<l)(g). 

The above mentioned case was cited in 
Suraj Pal vs Zila Parishad, Banda (Wni 
petition No 1540 of 1974 decided on 
November 26. 1977). nic high court held 
(hat in the context of thickly populated metro¬ 
polis. the restrictions may be reasonable. 
However, such lestnctionsarcof no relevance 
in the context of sparsely populated niral 
areas. The court, thus, reiterated that Section 
2.79 docs noi empower the zilla parishad to 
create a monopoly in the trade of carcass 
utilisation. 

All Ihe decisions on the matter of carcass 
uiilisaiiim in Uttar Pradesh were judgmenu 
ofdivisionhenches. The matter was referred 
to a full bench in Jaggu vs Zilla Parishad. 
Gonda (1981) All. Ul fFB). The full bench 
disagreed with (he eaiiicT decisions. It held 
that the consideration ul public health, safety 
and convenience were equally relevant to the 
rural areas and Ihciefore. the individual's 
nghi lo trade in the carcass was necessarily 
suhicci to the stale's police powers and 
accordingly. Ihc zilla parishad was held 
competent to frame by-laws lo regulate Ihe 
trade in carcass utilisation. 

'fhe matter final ty came before the Supreme 
Court (Gulshan vs Zila Parishad, ^wa. 
SLPfONo I'AKVSD.Thecounwasrequued 
to sctilc a mutter it hod already decided in 
the .Staicof Maharashtra vs Mumbai Upnagar 
Gramixlyng Sangh. The institutions of the 
slate provide an 'asymmetric teirain' and 
have ihcir own language in which iniewsis 
have 10 hecusi. However, the insiitutionsare 
not static In thi .ourse of (heir interaction 
with Ihe society, the nature of their asymmetry 
as well as Ihc language itself changes. The 
conjunctura! context in which Ihe flayers 
were mediating their rights in relation to (he 
coniraciors and the zilla parishad had 
changed In the iniervemng period, between 
Ihe 196<)s and 1980s. the Supreme Court 
Itself had undergone changes. 

The .Supreme Cnmi since the working of 
Ihe Const!' itton was at loggerheads with Ihe 
legislature and the executive as to who has 
(he last word in working of Ihe Consiitutian. 
In the tension within the Stale. Ihe Supreme 
Court emerged from Ihe emergency as a 
shaken institution whichcamedoietohaviiig 
been liquidated. Inadcterminedbidnstreng¬ 
then the judiciary as an institution from 
possible future sabotage, the port-e m e r g en cy 
.Supreme Court shifted the arena of confUct 
with the executive from the macro level, Uui 
is. the working of the Consiiiutioii. lo the 
micro level of state action and made cfToiU 
to nurture the weak and the down-troddea 
as Its constituency. Thcnae of public uMcrag. 
litigation, expansion nf the ftwdahMMl 
righis of the ciiizeiw indudtng (he i i mo vt gjh O 
interpreuiion of Article 21 in the 
pavtmcM dwellers case wereeiqNCg4n*Mf'. 
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the new role of the Supeemc Court (KuJoif 
and Rudolf 1987; Sudanhan 1990]. In this 
coi\junctuic. the court waa not going to take 
the earlier stand of only satisfying itself of 
the reasonableness of the restriction. I. was 
going to precipitate the conflia between the 
flayers and the zilla parishad and east duties 
on the zilla panshad. 

The Supreme Court expressed concern to 
ensure that persons traditionally engaged in 
the work of carcass utili.'aiion were not 
deprived of their means of subsistence and 
did not become victims of esploitalion. The 
court, through an order dated April 13, !98l, 
directed ihe state government to make 
urrangcmcni.s tor a place for skinning and 
sltiring; elimination of middlemen and 
rcasonahle price to the leather flayers from 
the tannenes; and to organise co-operatives 
of peopleengaged in the occupation of flaying 
so that the zilla ponshad could give the 
contract to co-operatives and eliminate 
middlemen (Gulshan and others vs Zilla 
Panshad, Etawa and others SLP (Civih No 
1900 of 1981). On April 27. 1981 Ihe 
SupremeCouit passed anotherorderditccting 
Ihe stale government to furnish details of the 
steps taken towards acting upon the court's 
order. The court passed certain orders as to 
the price payable to flayers for hide and 
bones. Eventually, the cniirt appointed a 
commission on August 12.1981 to make an 
in-depth study of the .socio-economic 
problems of the leather flayers. 

Cft-OPHIATIVES AND GOVERNMENT 
Dt.TARTMEN IS 

In compliance with the court's judgment, 
the state government vide its order doted 
September 15. 1981 directed the industries 
directorate to form co-operatives of llayers 
and eliminate middlemen. I n response to this 
order, the industrie.s directorate which was 
charged with the formation of industrial co¬ 
operatives. look a decision that one co¬ 
operative of genuine leather flayers should 
be formed in a block and the area of the 
existing co-operatives should be limited or 
delimited to be in conformity with the new 
policy. Thus, the existing co-operatives were 
to be reorganised by toiec. The licence was 
to be given to co-operati vas. Only if there 
wax m> co-operative, the licence was to be 
auctioned.' 

Thus, for the state, the co-operatives were 
not to be voluntary associations of people 
alone but organisaiiona! forms in which the 
traditkNia] social interests could he materia¬ 
lised in the modern context of commer¬ 
cialisation and market. The co-operatives 
were not a subject of its policy but were 
themielves policies. The state was not to be 
a neutral agency to create on environment 
for co-operatives to flourish hut an active 
stakeholder to bring them in and vest certain 
rights to the flayers through them. 


. t 

Mon than Ihe iraditiomM Hayera, the 
comracton responded to the policy resolution 
ihatlicenceawnuldbegiventoco-opetativet 
on a preferential basis. The contractors 
formed dummy co-operatives. After all, it 
needs only 15 memben within the co-opera¬ 
tive law to form a co-operative. In sonte 
blocks, more ihanoneco-opcrali vc was regis¬ 
tered. The leather flayers also formed thems¬ 
elves as co-operatives wherever they could. 

The formation of co-operatives and its 
boundaries in term of its membership was 
a crystallisation of social intcrc.sis. The 
persoasengaged in the traditional occupation 
of flaying wanted to distinguish themselves 
from others for taking the licence while the 
dummy cu-operati ves wonted to ensure that 
genuine flayers do not manage to enter the 
co-flpcrative.s and stake their claims. The 
competing claims of the contending groups 
were now to be negotiated in the language 
of the form, the co-operative, by which the 
stale hod tried to vest righLs in the flayers. 
It was now in the languagcofthe co-operative 
law and the powers of Ihe government to 
register and cafKel registration of societies 
that this relationship was to evolve. 

The state is not politically neutral when 
mediating the interests of stK'ial groups. It 
is on 'asymmetric terrain' for contest of the 
social interests [Jessup 1990], Of course, the 
character of the Indian state has to be located 
on Ihe laigcr canvas of the Indian society 
and its economy and polity. However, the 
'asymmetry' of the instilulinns which com¬ 
prise the state reflects itself in u micro setting. 
If the Supreme Court was amenable to the 
elaimsofthc leather flaycn>. the ziilaporishad 
and the departments of the government of 
Uttar Prade.sh mediated the claims in favour 
of revenue realisation and local elites. The 
slate power expressed through Ihe Supreme 
Court could not be igmiied, though it could 
always be negotiated through the language 
by which different institutions of the state 
relate to one another: respect the form and 
ignore the content and the spirit. 

The Supreme Court had directed that the 
middleman should he eliminated. The 
arrangement was that I iccnce should he gi ven 
to the co-operative of flayers. Only in the 
absence of co-operatives, licences were to 
be given to traditional flayers. Even if there 
were co-operatives, the zilla parishad 
continued to auction licences on some 
technical grounds or Ihe other. And if there 
was no co-operative, the zilla parishods 
contimied to auction the licences instead of 
giving it to the flayers. In response, the 
Supreme Court di retied the state go vernmen' 
in 1984 that any person engaged in the 
occupation of flaying whoapplied for a 
licence should be given one within a week 
of receipt of Ihe application." 

On the direetioa of (he state goveromem, 
Ihe zilla parishad started auctioning the 


licence wherp there wm more thMi thie c6 
operative in a Mock.’ The regiitntian aiu 
also refusal to regirterco-operative todeiiei 
in a block where there was already a aodet; 
was challoiged before the high court. Thi 
high court initially ruled t hat i f the fornuditie. 
are complete, the co-operative law does no 
prohibit the registration of co-opera(lvi 
societies. There were counter-claims and tin 
Judgment was reversed. Through a writ, tin 
Fciusal to form more than one co-operativ 
was challenged.' It was argued (hat since al 
the papers required by the Co-operativ 
Societies Act for formation of a society wen 
complete, the co-operative should be legiS' 
tcred. The high court observed that the pur 
' poscofformingco-operativeswastoprotec 
the weaker sections engaged in carcass utili 
sation. Forming more than one co-operativ 
and making them compete with each othe 
would necessarily negate the very purpose 
of the co-operatives. The same view wot 
reiterated through a government order. Thi 
court reiterated this vie w in subsequent cases.' 

The administrative reorganisation of eo 
operative admini-stration tYcaled newe 
ground for the competing claims to promok 
thcircausc. The administrative responsibilit) 
of registering co-operati ve.s for the remova 
of dead animals and utilisation of carcas! 
was passed from Ihcdireeioraieof industne 
to the Khadi Village and Industry Boatx 
(KVIB).'" The KVIB was to provide tech 
nical and other support to th' leather co¬ 
operatives as a part of its programmes. Thi 
administrative reorganisation was intcndei 
to promote and ‘.uppon co-operatives. Mon 
co-operatives came to he registered by the 
KVIB. This led to lurthe. conflict whether 
only the co-operatives regtraeredasindustria 
societies by the diretlnrate of industries wen 
eligible for licence or the co-operative; 
formed by ihc KBIB were also elii ibie. The 
point was a technical one. The government 
order had said that licctKos should be giver 
to industrial carcass uiili.s.^iion sflci-iTs. The 
societies rcgi-iicrcd by the industry' 'i rector ate 
were called mdustri^' >'ieties tan not those 
registered after the administrativ- 
reorganisalioii Thchigh;(Hingaveaninien:T 
order in a ca.c that licence should be given 
to only the co-opcraiivcs registered by Ihe 
industry directorate." The slate govcrnmeri 
too maintained Ihc same view. A govern 
mc.itorder(iatcdlunc7.1986 said that only 
the industri. I co-operaiives registered from 
Ihe industry direcioralc should be eligible 
fo auction. A licence to a co-operative not 
reg'siercd with Ihc directorate was can¬ 
celled.'’ However, this was subsequently 
amended by an ordcrofihe stale government 
which made both lypes of societies eligible.'' 

The changeover from the auctionof licence 
to preferential treaimeni to co-operatives 
had revenue implicaiions for the zilla pari¬ 
shad. While free market auction, in the ooniexi 
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of • bttoyim kathci market, ooukl enwre 
entiMKed revemie collect ion, the state rogu- 
lated market for the ri);hi tu caixass would 

tend to stifle re venue col luction. Tuovcivoinu 

this, the net . guvemmem passed a govem- 
mentordcrdatedJunc l9K6directinglhe /jlla 
tf,ishad to put licence lec each year at an 
amount 15 per cent higher than the average 
fee in the previous three years.'* This wus 
much resented by the nascent co-operalivcs. 
The enhanced fee was contested in the high 
court which struck it down on procedural 
grounds. The department restored the 
provision by removing the pnxcdural delects. 

It is not adequate to say that the /ilia 
parishad has iLs bias only to realise revenue. 
The ailla ponshud has to be liKaied in ihc 
social context. The contna'lors earlier were 
from the Muslim community or the flayers 
community. However, in the prixcss of 
modernisation, the traditional village elites 
(such as Ihokurs and brahmins) have become 
capital suppliers without violating ilicir 
‘purity’. The high caste people get ii dummy 
co-operalivc society registered by consti¬ 
tuting some ot the flayers as members 
However, the membership is imly on paper. 
The co-operative is only a legal cniily to 
cntitlcit tor licence. Once the nght to collect 
carcuvs comes, the co-operative dissolves 
into capital-wage labour relationship. This 
has been I'aciliiated by the changes in the 
values of the leather flayers themselves. 

The traditional community has come to 
attach a stigma to flaytng. litc community 
hasgotstratifled into numerous gniups 'nto.se 
wIks do flaying are at the hoitom oi the 
hierarchy. The shoe makers luc supenur to 
them. And those wtut have given up their 
traditional occupation lutd taken to agncullurc 
or wage labour are at the apes of the mk'iuI 
pyramid. A fallout ot this has been that m 
some areas, the flayers have abandoned 
flaying. However, there arc not very many 
job opportumtics. They, thus, migrate to 
neighbouring distncis and do flaying while 
they claim in ihcir village that they aic 
w'orking in another disinci m a factory The 
conlraclor or the person on w hose behest the 
flaying co-operative runs, organises a 
temporary shed lor the workers to stay in. 
The flayers work a.s a team and move to 
distant villages to collect carcass. This 
siiiiaiion IS not unilormly true. In vane 
districts, like Sitapur. Hahraich and liurdoi 
the flayers continue to do flaying and assert 
ihctr rights to get licence. The assertion ot 
ihcir fights has led to conflicts with Ihc 
traditional clues. 

The relationship among the aciors once 
initiated has not come to an end. Tlic civ 
operative department made a government 
resoluiion on Apnl 2S, 19*X) that the spate 
of litigations have been a considerable 
financial drain for the KVIB, Further, it 
takesonly 15 membcrslolormacivopcrimvc 


atiJonceac(M>perativeiiformed.lhcexiMing 
membcrK do not let othen enter it. Thus, the 
genuine flayers oic Ictt out. It sought to find 
a aoluiKin by forming a maximum of three 
co-operatives in u block. It directed that the 
new co-operatives should he tomied and Ihc 
area of the existing ones should )ic delimited 
under Section 14 nl the Co-operuiivc 
Societies Act." This obviously aflccted the 
existing genuine os well as dummy sncicites. 
The said resolution was reversed by the 
department of village industry on October 
22, 1990. It reiterated that there should be 
only oneco-upernlive in a bliK-k. Those who 
have applied for registration in accordance 
with the previous order or otherwise, should 
be made members of the existing civopcra- 
live. If there is more than unc co-opcralive 
in a block, these should he amalgamated. 

A subsequent govcmmenl order dated 
December 9.1991 has shuffled this all over 
again. It noted that despite several 
instructions, licences were not being given 
in accurdunce with them. It directed that to 
encourage competnion, more co-operaiivcs 
should be lurmed in a block. First pnonty 
should be given to civopcrativcs engaged in 
the iradiliimal occupation. If more than one 
co-opcraiivc is interested in such work, it 

I s to be gi ven to 1 he highest bidder by auti ion. 

II there is no civopcrativc. licence should 
he given to ihc highest bidder from the 
peopluengagcdinihetradilionaloccuputKin 

To sum up. the stale is not monolithic and 
a co-operative is not a single entity. These 
ureexpressionsot social relationships How¬ 
ever. the MX'ial relationships do not get 
expressed in an arbitrary anarchic manner. 
The siK;ral interests have to be expressed in 
the languageot the luw.civopcralivc ideology 
.ind institutions of the state. The relationship 
between the two is eonlingeni and enx’rgent. 
This relationship can be captured as a con- 
iimium by constructing Ihc nature ol .six-ial 
inieresis. of the institutions ol the state, 
ol itic civupcraiivo and how ihc.se teed on one 
aiKXlier 

Notes 

{The paper was piesenied in a woii.shup nn 
'Design and Operaliun of Poliiieul prix-css in 
Rural Cn-opcralivev.' December 7-11. at 
Ihi' lasiilux- of Rural Maiiagenx'nI. Anaml. I uin 
ihaoklul l« Vikosh N Pondey fur his valuable 
eoninx'niv ,ind vuggcslionv on the earlier draflv. 
However enors, if any. are mine.] 

I Wchaveilrawnauennonioiheselormulaiiimv 
in greater details earlier while suggesting ihe 
poviibic (lin.’clHins fix further ivseareh. see 
Pandi-v and Pathak. IWS. IU% 

1 Seelion 14.1, neenec Ice.eic - A /iliapanshad 
or a ksheira samiti nuy charge a fee lo be 
fixed by by-law fix any licence, sarx'iiuii nr 
permission which ii is entillcd or nu|uiied In 
gram hy tx under this Aci. 

.* Mohamnx’illt^vsZilla Panshad, Varanasi 
Ihigh court onler dated January 7. 1977). 

4 Article 19 Pnaectinn of certain rights 
regarding freedom of speech, etc - 11) All 


etiigen shall hav« the ri|^ - 
Ig) m preclicc any profeasion. or m eanr > 
nn any nccupaunn. nrade ix business.. 

16) )9olhinf in sub-clause (g) of the said 
ebuse shall affect ibeopeialionof any exisiint 
law in so far as il imposes, or prevents ihe 
•Slate fnxn making any law imposing, in the 
inx'icsis nf Ihc general public, reasonable 
restnctions on Die exercise of the right 
conferred by Ihc mud sub-clause,... 

9 Pnix lo this, auclion was done for nyay 
panchayai or block. There was no fixed rule. 

It vqned from distnct tu disuiet 
6 Civil Moe Pctiliun Nn IR27K I92K0. 21994 
and 2426l-r>4 ol I9H4 and wnt peiiuun No 
11142-60. inw), 12677 and I27H)-11 of 
19)14. Ahhcy Ram and f Jiberv vs State of Uttar 
Piadesh.judgmeni dated September 10.19tt4 
f Oiivcmiix'nl order fium Ihe special seefctoiy 
10 lire govcrnmcnl of Uttar Pradesh no 1270 
V/13-2-lll4G/li2DC. dated April 1. I9II7. 

K Writ Pelitiiin no 4976 of t9K7 Pashu 
Shavehedan Auydyogik Shahkan Saniili, 
.Secdimpur. Dariyahad through Md Zaheer vs 
.Stale ul Uliar Pradesh aixl Others, judgmeni 
daied Deeeiiihcr 1. 1987 
9 Sectheju<1gnicniunwrilpctilionnundierS764 
of 1987 Pashu .Shavehedan Auydyogik Shafakori 
Somiti.Ciaiidhinagaf. Harabankt vsZtIla Pan- 
vhod Rarahanki. order doled April 21. 1988, 

10 It also noied that the rcgiviratioo powers of 
civuperalivcs engaged in the removal of dead 
bodies and utllivuliun has hern given In (be 
Viltagc Irduvtry Board through GO No 181V 
I’/B-1-85-7/7/7/1984 dated November 22. 
198.5 I 

11 Pashu Mmv Nislarao Auydyogik Uipadon 
.Shahkan .Saniili Lid. Kami Tlia^aon. block 
Keausa distnct .Siiopur and odm vs Zilla 
Punshad .Siiapur. dated February 2. 1989. 

12 U-ltcr No 85 VM/11-2-VB 1/88 dated April 
I‘188 

11 laHierNol.188H/1.1-2-»C/89fromifacspccia) 
sccrelarv. 

14 The nonce caiiu' fnim ihc departuirnl for 
ponchayati raj II tunher said that the liceiice 
should he given only after depoMling Ihe said 
aiiiouiii. The /.ilia ponshad cancelled Ihe 
licencesiit ihe ps'rstxiswho failed loorrefused 
III pay Ihc uddilional 15 percent 

15 The act ol ilie co-operative department was 
obviously proclaiming ihc stai^objectives. 
Only Incidenially, il woutil have increased 
Ihe numb.'r ol cn-operalives and Ihm, given 
null, powers to ihe depaitirienl 
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Political Process and Co-operatiy6 
Laws in Gujarat 

S J PhanMlkar 

The Gujarat State Co-operative Societies Act evolved from the Bombay Act of 1948 through a series of 
amendments. The most significant and controversial amendments were effected between 1981 and 1983, when 
the Congress government in power through KHAM strategy aimed to end the patidar hegemony in the co-operative 
sector. The opposition to the amendments sprang more from the recognition of this agenda than from any ideological 
affiliation to co-operative ethics. The co-operative bosses belonging to patidar community took the war to the 
courtrooms and had the thrust of the amendments threatening their power base, severely diluted. 


THE dominant pattern of political 
development tn Gujarat has been the shin 
of the locus of power from numerical minority 
to the majority, with the advenarial postures 
between the two latjic groups becoming 
increasingly strident. Based on this 
background, the legislative changes in co¬ 
operative law were brought about in 
Gujarat in 1980s to further the agenda of 
the then victorious groups. In this intciplay, 
the co-operative organisations arc part of 
the social contestation as mediating 
institutional linkages between state and 
society. Ba.sed on the exploration of these 
mutual influences it is argued that normative 
posturingin regard to state's interaction with 
co-operatives is bom out of inadequate 
apprectalion of the nature of the state, law, 
society and organisation discourse in a 
democraric polity. 

I 

In this section, we present a brief sketch 
pertaining to social formation in different 
parts of the .state, political events and patterns 
in the state, and linally a brief outline of the 
co-operative movement in the slate. The 
section is in the nature of building up the 
background to the main theme, that is social 
backgmundof thcchonges in the co-operative 
laws. 

The social formation of this dominantly 
agricultural regionshowedabroadly similar 
pattern, though the specifics certainly varied 
from place to place. (Forexample, the present 
brief description more or less excludes the 
eastern regions of the state dominantly 
populated by tribals; valvis. choudhanes, 
vasavas, gamits. rathavas, etc: to use the 
names commonly used by the current 
generation.) The land revenue systems in 
different parts of the state ranged from 
'ryotwari' tn the presidency areas through 
communal ownership in the inhal parts of 
the Rajpiplu state and the narva form of 
group settlements in the patidar dominated 
regions of Baroda state to scmi-fcudal forms 
of iandownership in a large number of liny 
slates, waions, jagirs, etc.' During Mughal, 
Muslim and Maratha rule, in many places 
of the Gujarat state, the land revenue was 


collected through the intermediaries called 
desais; usually from the pulidar. brahman or 
bania castes. These intennediaries acquired 
or were granted hereditary rights of revenue 
collection and their position was protected 
during the Raj [Hardiman 1981], In princely 
.states, jagirs or fiefs were mostly under the 
control of small rajput or Muslim chieftains. 
The patidars were landholding groups, the 
richer families becoming rentiers, money¬ 
lenders, odministruiors and entrepreneurs, 
and the poor were landholder-cultivators, 
though never labourers. The brahmans were 
usually (absentee) landlords who, when they 
tilled their own lands, usually did so almost 
exclusively with the help of hired labour. In 
the non-tribal regions, labour was mainly 
confrihuted by the oppressed sections of the 
rural populatiqn: hails in south Gujarat, 
vaghris andbarias in central Gujarat, etc, and 
of course by the harijans practically 
everywhere. The hanjans were usually, 
though not always, landless. Systems of 
explicit or implicit bondage of agricultural 
labour were commonly prevalent and some 
of them have been very well documented 
(for details see. Breman 1971]. The castes 
such as the barias and the vaghns were often 
unprotected tenants and some times small 
landholders. Kolis held land, and usually 
tilled it themselves. The other castes and 
fringe groups suffered the same fate like 
their brethren all over the country. 

The castes which have been prominent 
patidars are the anavil brahmans, banias, 
other (particularly nagar) brahmans, tajputs 
and more recently the set of ca.stcs going 
under the common label of kshatriyos. In 
terms of numerical distribution of the castes 
groups, the estimates given by Bakshi are 
40 per cent. 20 per cent. 8 per cent 21 per 
cent, and 11 per cent for kshatriyas, patidars. 
other high castes including brahmans and 
banias. scheduled castes and tribes, and non- 
Hindu population respectively [Bakshi 
I986|.' One thing is abundantly clear that 
the numerical strength has always been with 
the kshatriyas: the brahmaiRbtmia groups 
have been in a small minority; the patidars 
being mure numerous than the brahman- 
hania groups and smaller than the k.shatriyas. 


These three groups together have accounted 
for about 60 per cent of the population and 
the others comprising of the adi vasis, harijans 
and Muslims were always at the fringe (ill 
the famous KHAM politics started around 
1980 (we will return to this issue later). 

The basis of power for the brahman-bonia 
group has been (he early start it enjoyed in 
education, hence in assrxiation with (he 
bureaucracy and administration. Thenogars 
of course were admi nistrators parexcellence, 
usually employed as dewans (prime 
ministers) in the numerous princely states 
and otherwise occupying i mpoitant admini¬ 
strative positions. The banias were the 
traditional moneylcnder-cum-traders of 
Gujarat, though this traditional occupation 
was subsequently expanded to cover the 
professions. The patidars were dominant in 
the same sense as Dubey uses (he term (1968). 
They were numerically slgniricant and 
controlled or owned almost two-thirds of the 
land in all the regions of central andnorthem 
Gujarat. The anavits of south Gujarat were 
numerically smaller than the patidars but 
their grip on the land was tighter. Only in 
Saura-shtra was the kshatnya clan nume¬ 
rically. politically and landholdingwise 
dominant 

Slowly these numerical distributions 
become important. Tlie pattern of social and 
political dominance shows a gradual shift in 
dominance tram tlie small to the numerous 
over the lost one century. The process of this 
shift IS related to a constant struggle between 
the patidars and the kshatriyas [Shah 1975; 
Hardiman 1981). 

PotmcAL DeveLorMBNTs 

The modern political discourse, inthe pre¬ 
sidency areas, had centred around Die elites 
in the patidar, anavils and other high caste 
groups consolidating their relative position 
vM-a-i’i>(Xhcrs by aligning with (he colonial 
regime. The nationalist phase began with (he 
Khcda satyagraha of 1917-18. Bhambri has 
read (his phase wliere M K Gandhi and the 
Ctmgress were try ing to ruralise (he Congress, 
but only partially, to the exclusion of the 
oppressoJ peasants and landless labour. This 
confrontationist phase gained strength over 
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time »the local and the national uaiim at 
the leaden of the pMidar comiminiiy grow. 
UockMibiedly, patMan became the backbone 
of the notlonaliit Mmggic m the post-1920 
period. Al the same time, the palidars and 
the Congreei alike were silent on the 
problems of the backward castes such as the 
bahyas in the same Khcda district, as 
evidenced by the silence over the quick and 
brutal treatment given to the banya's agitation 
in eastern Khcda a few years later IBhambn 
1988). 

Meanwhile, there was also a gradual 
emergence of the patidar leadership within 
the areas under bania.hrahman hegemony. 
The emergence of the patidar challenge to 
thebrahman-baniadominution was signalled 
in the political context of Mahagujarat 
movement and victory of the Congress in 
the 1952 elections. 

Bakshi has characterised the politics of 
Gujarat in seven phases, the tirsi two of 
which culminated and ran ilicir course by 
1960. These arc: (I) domination by the 
minority castes, namely, brahman and 
bania; (2) emergence of patidar domination 
first at the local and district levels, and 
then at the state level; (3) einergenee of a 
unified kshalriya as a response lo the 
domination by minority casics and by the 
palidars; (4> politics of compromise bet¬ 
ween the elites ol the kshatnya and patidar 
castes: (5) the cracks in the unity: (6) re¬ 
alignment: and (7) the politics of KIIAM 
(Bakshi 1986:6-10]. 

The Indian National Congress (INC) in 
unified Gujarat went through many phu.scs 
and the major developments were the 
following: (a) quibbling and hiatus heiwccn 
the ruling cliques ot the Gujarat unit ol ihc 
INC and the then chiei niinisicr Jivarai 
Mehta, leading lo a signature campaign 
against him by the loyalists of Morarji 
Desai, and his eventual departure trom the 
office in 1963: tb) the split in the INC and 
ihe victory of the Congress (O) in Gujarat 
under the chief minisicr.ship of Hnendra 
Desai in 1969; (c) large-scale dcicclions in 
Gujarat Congress (Ol leading to ilitcndra 
Desai losing his majoniy in Ihc house 
in 1971; (d) the disrepute and the 
disorientation ol the Congress (Rl ranks 
and leadership around the time of the 
Khedut Mandal and Nav Ninnan agnations 
of 1973 and 1974; (c) rc-alignmcnl ol Ihe 
Congress (O) with the break-away groups 
from the Congress (R) under the banner ol 
Ihe Kisan Ma/dow Lok Paksha tKMLP) 
with Chimanhhai Patel as the leader o( the 
latter group and B J Patel of ihc former, (f) 
Ihc emergence of the victorious Congress 
(R) on the plank of KHAM politics in 1980 
under the leadershipof Madhavsinh Solunki. 
his efforts lo reward his constituencies 
through the appoinimcni of the backward 
classes commission in 1983, ihc protest 


movement of the upper castes in 1985 and 
1986 leading to his ouster in 1986: and 
(g) Ihc Janata Dat-Chimanbhai Patel 
alliance, then Erections and the wholesale 
entry of the Chimanbhai camp in llic Con¬ 
gress in 1992 leading lo an emincnily un¬ 
stable alliance of the rival casies in the nil ing 
pany. 

The major political events in ihc poliiy ol 
Gujarat since the lormation of the separate 
stale were the following: (I) the anti-levy 
agitation launched by the Khedut Sainaj. 
primarily In south Gujarat; (2) quick re¬ 
alignments and equally speedy break-ups; 

(3) Nav Nirman agilalion leading to the 
ouster of Ihc Chimanbhai Patel mtnisiry: 

(4) Moraiji Desai's fast and the revocation 
of president's role, elections lo ihc assembly 
and installation of Babubhai Jashbhai’s 
ministry; (5) emergency, dismissal of the 
mini.stry, president's rule, elections and rc- 
insia-llaiion of the same ministry in 1977; 
(6) KflAM strategy's victory and ihe 
appointment of the backward classes 
commission popularly culled ihc Baxi punch, 
anti-rcscrvaiion agitations of 1981-82 and 
1985-86, and finally Ihe communal riols of 
19X5-86. revival ofhindutva polilics and ihc 
rc-cmergcncc of patidar dominated gover¬ 
nment in 1989-90. 

The lormation of KMLP by Chimanbhai 
Patel and his support to the mixed poltlicul 
groupings under the Jan-Morcha is an 
extremely intriguing event. Leaders and 
panics which indircclly tanned Nav Nirman 
and missed noopponuniiy of heaping abuses 
on Chimanhhai, were suhscqucnily Hcxthlc 
enough to accept his support in lormation 
ot the Babubhai Jashbhai govemmcnl in 
June 1973. Perhaps a more pertineni and 
less uncharilahic cxplanalion is ihc 
Inomphant ascent ol Ihe patidar lobby in 
jsower, alheil wilh I he lacil suppon ot minonty 
castes of brahmans and hamas. In fact, apart 
from realignment to consolidate caste 
hegemony, nothing else can explain how 
a symbol of social 'evil' us depicted by the 
Nav Nirman leaders could be accepted in ihe 
ruling fold in 1975. (Incidcnially. the 
presence of the patidar clominaicd govern- 
mcnl in much of the emergency period wd> 
primarily responsible forallowing Ihe puiidar 
hegemony on cu-operaiivcs lu continue, an 
issue lo which wc shall reium later.) 

The KHAM strategy of 1980 signi¬ 
ficantly altered the game. Advocated by Ihc 
combine of Sanal Mehta. Madhavsinh 
.Solunki and Jmabhai Darji. three leading 
non-puiidars ol ihc slate, the 'ihcory' 
comprised of achieving an alli.-ince of four 
major non-paiidar groups in Gujarji: ksha¬ 
tnya (40 per cent), harijan (12 per cent), 
odivasi (10 percent) and Muslim (8 percent) 
(the figures, it may be recalled, being the 
propoitum of these groups in population of 
Gujarat). The alliance, if forged, would guaia- 


ntee a comAxthMe in^ioriiy for Ihe ruling 
patty. KIIAM wo* tried wilh compietealitioii 
diabolic success bmh in 1980 and 1985 
cleeiiom, winning a thumping majotity for 
Ihc Gmgress in both the elections. Along 
with the acceptance of this number game as 
a winning lactic came its price-tag in the 
torm of demands for caste and communal 
appeasement (hence the Baxi panch) and the 
anil-reservation stirs, etc. Sweepingchanges 
were sought to have been brought about in 
tlic Co-opcraiive Societies Act through an 
amend-ment in 1982. at the peak of the 
KHAM fever. 

Finally, with the intermingling of Ram 
Janmbhoomi fervour well supported by the 
palidars. the lobby captured power in 1990 
elections. In 1992. after merger of Chiman¬ 
bhai Patel's party with the Congress, die 
k.shatnyu lobby was still at the periphery.’' 

fisitariFNCE OF Co-OPEXATIVES 

Filtecn years before co-opcraiivc move¬ 
ment was launched officially through Ihe 
1904 act. the Anyonya .Saiiayak Sahakari 
.Manduli (now the Anyonya .Sahakari Bank) 
was organised in the Banida town to relieve 
middle-class people from financial distress. 
Ills now a leading urban co-operative bank. 
Many societies were organised followtng 
Ihc act, notably in Visalpur. Kodinar, etc. 
The Kodi luir society paved way and provided 
imponanl lessons fur the crop-loan system, 
nuiinnally adopted after independence. 
.Similarly. I.ind development hanks emerged 
in the depression period and spread 
throughout ihr state. In Ihe field of comm¬ 
odity marketing, cotton co-operalivesin Sunt 
were among Ihc pioneers. AMULisawclt 
known suirytndairyco-operative. Amahad 
and Gadou Fruit Co-operalives in Valsad 
district, and Bardoli. Kamrej and other 
banana co-opcraiives in Sural district had 
become mature and strong even before the 
lurmaiion ol Gujarat stale. Surat city had 
the first co-opcraiive ir.iining school as 
c.irly as 1929. 

The gmeral suppon extended by the 
stale 10 co-opcniiives. specifically. puMic 
distribution of controlled commodities 
through co-operatives gave them a mqar 
boost dunng Ihc war and postwar periods. 
Since 19.30s. Ihe co-operatives rece i ved 
encouragement from the naiianri leaden of 
the Congress such as Vallahhai Paid and 
Moraiji Desai. In Saunt-shtramany adcvoui 
Candhians organised numerous devekip- 
mental act i viiics - tioiabl y spinning, 'ghani't 
for oil extraction, weaving of khadi, etc. 
Often ihesc were legally organised under a 
co-operativeform. They aligned themsehma 
with the 'sarvucha ncia' of the CtM^gegg 
such as Vallahhai Poicl and Mofai)| tbai 
in their social and political activilks. IlMqf 

ofihem also occupied mmmerialdMirekfhtt 
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imlepeiHJence while ochers were enga^ in 
forma' pony affairs of the Congress. 

On June .)0. 1961 iihc first tompicie co¬ 
operative calendar utter the tormation of 
Gujarat), there were 13„59.t MKiciics of all 
types in Gujarat, with a gross membership 
of over 20 lakh and a working eupital ot Rs 
154 ente and turnover exceeding Rs 500 
crure(Mulunind:5|. Ofthese. primary agri¬ 
culture co-operative .societies (PACS), 
numbe.ed 7.441 with a membership of h.5 
lakh and these advanced loans worth Rs 22 
crorc to members. InSOyears.thc movement 
had made rapid strides and the number of 
socieiies «if all types reached 45.(X)0 by 
1990. 

The ^o-operatives are particularly 
prevalent in Surat and Valsad districts where 
virtually every conceivable agricultur.il or 
rural artivuy is covered in a significant 
manner by theco-operati VC itKivcmcnt. When 
Surat was a doniinani cotton producer, it had 
a fair number of euiion co-operatives, most 
of whom have now taken up activities 
pertaining to paddy, pul.scs, banana.s. etc, 
after cotton crop vanished trom the 
district. Thcmorethnvingoftheco-opcTaiivc 
sugar nulls arc all in this district. Tlic other 
regions where co-operative movement is 
quite elTectivc are the districts of Mehsana. 
Vad-uuaru. Kheda. Saharkanlha and 
Ahmeoabad. 

The leading single-commodity co¬ 
operatives in the state arc those connected 
with dairying. Feder.atcd under ihe Gujarat 
Co-operative Milk Marketing Federation 
(GCMMFi. these societies together number 
over 7.()fX), have a membership exceeding 
a million and procuic over 2 million litres 
of milk per day fnim their members. In 
idditinti to these 7,000 societies in the 
GCMMF fold, dairy co-(>|)crativcs also 
operate in 12 other districts under the 
umbrella of the Gujurat Dairy Development 
Corporation. Gujarat also has a significant 
singic-commtxliiy co-operative movcmeiu 
in sugar cane, oilseeds, fruit and vcgciahics. 
paddy and lobaceo. Most of these singlc- 
comnKviity co-operatives engage in supply 
of inpui.s to farmers, in addition to the mam 
line activity ol procurement, poKcssing and 
marketing of Ihcir mandate commodity. 

Generally .speaking, the eo-opcrativc 
leadership predominantly comes from the 
dominant caste of the region. Thus, the 
anavils dominaic co-operatives in Valsad 
and Surat, putidars dominaic them in Sural. 
Bhantch. Vadodara. Kheda, Ahmedabad and 
Sabarkantha. chaudhanes rule them in 
MehsanaandinSautashtra.rajputsdominaic 
some in Saurashira while palidurs dominate 
others. (By ‘dominate’ wccs.scntialiy mean 
a majority in the management committee, 
chairmanship, etc). The fact of potidar 
domination has been recorded by Thomer 
(1980), Baviskar (1985), Hardiman (1981), 


Shah (l99Qa) and others. The erstwhile 
leadership of cn-operatives certainly came 
fromihcpaiidarsurthcanavlts.ele. In fact, 
among the important leaders briefly 
hiographed in the souvenir of co-operative 
movement, majonty are palidors (12 of 24), 
thrccarc from anavils, fournibcrsbrahmons 
and rest banias (Sural District C^r-opeiative 
Union I979J. 

Given the social and political processes 
outlined cqrlicr, now wc will attempt to see 
how, in what phases and under what 
circumstances the co-operative act becomes 
the important register of the social 
conte.vtations. Wc will first provide a 
background to the cu-o|]erulivc legislation 
and then deal with amcndmcnt^ in the cu- 
o|)erativc act in 1981 and 1982. Then are 
presented the accounts of some important 
court cases. 

II 

Co-operative Legisladons^ 

The tirst piece of ctvopcralive legislation 
in India was the eo-opcrali ve credit societies 
act of 1904 with pprvisions only regarding 
primary s(H.-iciies and also with sabstanlial 
powers vested in the registrar. The 1912 art 
provided for federal societies in addition to 
pnmary societies, but reiainco the powers 
of the registrar of co-opcrniivc sucictics. 
Following the 1919 consiiiulioiial rcfurms. 
ctvoperatiun became a provincial subject. 
While many provinces continued to use the 
1912 act. the Bombay presidency adopted 
the Bombay (^o-operative .Societies Act 
1925 The preamble to this aer stated that 
It was enacted with a view to facilitate me 
formation and working of cu-opcralive 
societies for pmmolion of thrill, self-help 
and mutual help not only amongst 
agncultun.sis but also other persons with 
common economic need, .so a.s to bring about 
belter living, better business and betlkr 
methods of production. The act made the 
very first atiemptstoclassitysoeietie.s having 
regard to thcirobjccti ves. finance and method 
of working. Also a scheme of winding up. 
liquidation and dissolution of societies on 
Ihc lines of Ihc Companies Acl of 191.3 was 
incorporated in the 1925 acl. It also provided 
lor firmer ways for recoveries of societies' 
dues. The 1925 acl wa.s .nmended again in 
1948 lo incorporate the recommei'daiiuns 
of tile agricultural finance sub-committee, 
the co-operative planning committee, 
committee on co-operative education and 
training, and the agricultural credit 
associationcommitlcc. The 1948act included 
the provision lor rc-orgunising societies 
when IIS members so desired, and provided 
for safeguards for ruciiverin(p xociclics’ 
dues. This act was more nr less completely 
adopted by the Gujarat government in 
1961 after Ihc constitution of Gujarat os a 
separate state 


Puriaiant to the MirdhaComnittoe’k repoit 
on freeing co-operative socletiet 'of voted 
interests' (which was subacquenily ratified 
by the state ministers of co-operatives in 
their Bangalore conference in 1969) the 
Gujarat state law commission submitted a 
report to the then chief minister in 1976. 
it ufgued for the amendment of Ihc act in 
view of re-vitalising primary co-operative 
.societies, providing for amalgamation of co- 
operait ve societies to obtain viable units, etc,^ 
os stressed, time and again, by the credil' 
survey report among others. It was pointed 
out that the Gujarat Act of 1961 did not 
have such provisions for compulsory 
amalgamation of primary societies to reach 
a viable size. 

Meanwhile, the ministry in Gujarat was 
dismissed and the as.scmbly was dissolved 
in 1976 (during the emergency) and hence 
(he law commission report was not 
immediately acted upon. The attention of 
the co-upcRitive department was foeq^d 
mainly on expanding the network of co¬ 
operatives to tribal areas and lo bring the 
benefits of co-operatives to other weaker 
sections such as the SC, ST and women, as 
a part of the then 20-point-programme. 
The Janata government between 1977 and 
1979 also did ma choose to implement the 
changes recommended by the commission 
or Ihc chief ministers conference. Only 
when the Madhavsinh Solanki ministry 
took over in 1980, it initiated the process. 
The agricultural credit scenario had also 
changed somewhat after the formation of 
NABARD. launching of RRBs, etc. The 
committee to review arrangements for 
institutional credit for agriculture and 
rural development (CRAFICARD) report 
of 1981 was being discussed then. It was 
argued that the co-uperative societies 
would hence have uiimpmve their efficiency, 
their occe.ss to other groups of people and 
their services to weaker sections. It 
recomntended speedier rc-organisaiion so as 
to achieve greater viability lor the pnmary 
.societies. 

The 1961 act was first amended in 1981 
through an ordinance, which was ratified 
in 1982 incorporating .some pro vi.sions which 
were not acceptable to the opposition in the 
as.scmbly. In March 1982, the minister for 
parliamentary affairs of Gujarat had a 
meeting with the Icgi.slators and had agreed 
that a comprehensive umendmem would be 
introduced in Ihc monsoon session. But 
barely a month later, an ordinance (No I of 
1982) was promulgated amending the 
Gujarat Co-operative Societies Acl. The bill 
to ratify the ordinance was introduced, 
debated and passed in the monsoon session 
of the assembly. The acl was amended yet 
again in 1983 to facilitate iIk appointment 
of government nominees on the boards of 
co-uperalives. 
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Maim AMeNDMCNTs 

'Hk I'Jrf' act changed the relevant 
proviiioiu of ihc 1961 act pertaining to; 

(a) ProviHOiw, overriding the by-laws of 
aociciies and introducing a 5-ycar term for 
management commillees (or boards) of the 
co-operative MK-iclies; 

(b) Limiting the numhernf societies in which 
an individual could hold an impoitanl office 
('designated'. covering chati man. president 
and vice-chairman): 

Ic) Limiting the total tenure of an individual 
in these offices of a particular sociciy; 

(df Reservation ol scats on committees tor 
weakCT sections (SC. ST. marginal larmers, 
small farmer.s); 

(e) Prescribing election procedures for 
specified co-operalive societies, under the 
control of di.stricl colleclors 

The I9K2 act went several steps ahead. It 
provided for: 

(11 Compulsory amalgamation ot the co- 
opcraltvc stK-ictics by the registrar (section 
HA) This was said to be necessary for 
rationally rc-orp.mising Ihe sik'icIics m 
Cujaral so that Ihe non-viahlc six'iei ics would 
not become a drug on ihc stale and would 
become capable of delivering ihc services 
for which they existed. 

(2) Deemed membcrshiptscciion 22(2))and 
the direction to societies to rcicci an 
application for membership only wiih 
sufficieni cause, the sufficiency to be 
adjudicated by Ihc registrar (scciion 24). 

(3) Preventing return of share capital to the 
government (section .31(1)) if (he latter so 
chose 

(4) Compulsory contribution of 1 per cent 
of gross annual income lo the Ouiar.it Slate 
Co-opcrativf Union (section 69 (D) 

(5) Retention of all Ihc umcndmenls done 
by 1981 iicl albeit inastrongcriormtscclion 
74 A. H. r and D) 

(6) Power to the registrar lor appotniincnt 
and termination of managing directors or 
CEOs of the specified sixiclics (seclion 76 
(A)) and rciTHival of officers in mx icIics if 
steemed delinquent on certain couni-. by ihc 
registrar 1 section 80 (2)1. 

(7) Appoinimcnl of three government 
nominees on committees ot .vx'ictics. and 
vesting with them all the powers ot ihe 
committee members, including lo von- lor 
designated ol'liccrs of Ihosc sociclics 
nrespcciivc ot whether m such stxiciics the 
government ol Guiaral hud financial sukc 
or nsM. 

(H) Power cillicr lo extend Ihc term ol or 
10 supersede u commiticc and appoini 
custodian when the lerm ol a commiiiec lud 
expired (seeliirn 80 A); po'ver lo remove or 
superiede a committee lor tis failure lo 
comply with directions issued and lor other 
farms of misdemeanours: iseciiun HI) or 
evN 10 liqukUie the sucicty in such events 
(•ectkM 107(1) (V)). 

(9) A MW chapter for conduct of elections 
in ipecified societies. 


f 10) Pm-empioiy powerx to issue diieciiuns 
for strict compliance lo societies in public 
inicrcsi, or in their own inlercst or in Ihv 
iniere^ of members (.section 160). 
Among thetunending bills, the l9H2bill wa.s 
the must strongiy contesicd and fiercely 
debated with the oppusiiiun calling it 
'draconian' and the ruling party praising it 
for its •rcvoluilonary’ and ’progressive' 
features {77»r7'imMo/W'«. July 28.1982). 
The debate dominated the assembly 
pr(K:ecdings in most of the .sittings in (he last 
week of the monsoon session of 1982. On 
the last day of the scssit.n it was passed 
followinga walk-out by Iheentire opposition. 
Tiiu debate saw a lot of polemics and 
impassioned appeals particularly against 
the provisions pertaining to deemed 
membership and limitation on tenure ot 
designated officers. Speeches of the various 
MLAs reveal ugrcal deal ol issues pertaining 
to Ihe co-openiti ves and Ihc so-callcJ hidden 
agenda of Ihc govcmnteni and iii.tii u 
digression. 

Tiif Assembi-s Diuah.' 

Munuhhai KiBadiu, a long time a.ss(x'ialc 
of Chimanbhai Paid and a palidur leader, 
opened the attack. He land .subsequently 
most other speakers from the opposition) 
said that the whole business was rushed 
through mainly hccau.se the guvcmmcni 
wanted lo establish its stronghold on tho.sc 
co-opcRilives which were then under the 
chairmanship of pcr.son.s not belonging to 
the Congress (I). and where eIcclion.s were 
due. Ills contention was that ihc already 
existing rule 32 of Gujarai co-operiiiivc 
rules (in particular. i2 (b) which stales inter 
alia, a person who hxs malcnal inicrcsi.s 
directly or indirectly, which clash wiih Ihc 
commercial inicrc.sis of the sociciv. or has 
.1 conflict of interest with them, shall not 
he eligible to he a member of the cormnittce 
of the society) was adequate cncxigh to rid 
all Ihc MX'ielics of the vested interests. The 
nile was seldom u.scd with that intention, 
licncc. the real intention bchindthc ordinance 
was lo enable the Congress (I) and its 
siipporlcTS loohtain cimlrol os cr llx’ srx'ictics 
lie quoted examples ot boss in a pjrticul.ir 
sale punrha.sc union in nortn Gujarat, the 
I hrcc nomi nccs appoi nted by 1 he gos emmeni 
under the ordinance, voted in favour of the 
Congress (1) sympalhi.scr; and lliu.s wrested 
control fmm the leadei of the srx’iciy who 
W. 1 S from among ciccicd members, ills 
conicniion was that Ihc large apes six'iclios 
such as the land development bank, the slate 
co-opcralivc hank, the milk marketing 
federation, etc. were so large that just hall 
a dozen of them had a turnover exceeding 
half the state budget. Three such apex 
six’ictics were headed by persons "who 
saluted Madhavsinh". 


Manubhai provided 'data' (pp 993-94. as 
shown below) about the number of societies 
which were "not with the Congress! I)". 
amounting to around 82 per cent of all the 
ct>-opcrativcs. 


Type of Society 

Total 

Number in 
Ihc Type 

Wilh 

0>ngre<%(l) 

llisinet central 

cii'opetaitvc bank 

17 

3 

DisincI sale purchase 

union 

IK 

4 

Taluka .sale purchase 

union 

I.Jt 

28 

Dairy URi<»ns 

l.t 

2 

Societies iiulcpc-ndciiily 


in(Jcnitn(L and selling 

lenilisers 

3118) 

400 

Total 

.3281 

4.yv 


Manubhai also objected to the provision 
rnrconinbutiontoGujaraisuiteco-opcraiive 
union (GSCU) alleging it lobe unreasonably 
large. He staled that many apex societies 
hod crorcs ot rupees tuntovcr and a I pet 
cent contribution of that amounted lo a tax 
andnot conlnbulion. He wanted the ongina] 
provision (contribution only nut of net, post- 
lax income) back. He made an open offer 
to the government; withdraw compulsory 
amalgamalinn (section 17A land provisions 
lor uppoinlincnl of government nominees, 

,md the opposition could sit with the 
government and help it evolve a more ^ 
meanmglul act.*' 

The speeches of the triher mcndxn from 
the opposition ^ 

basicallyrcpcmedthcabovcpoints. Major ^ 
conicnitons vere’ ^ 

(ar the i>rdinance wa> uncalled for and was ^ 
promulgated unly because the Congrcsstl) 
government wantec to eoturol the c»»- 
opcTat 1 ves whose eIcctiiHis were fallingdue: 

(b) the changes in ihc act ind m parucular 
scviions I7A. 22. 24. 74D. 76 and 80 were 
designed with a clear agenda for grabhiag 
the co-operatives and making them an 
mstrumcnl of noliiical patronage: 

(cl It" power to issue directions (section 
160) was wholly unwise as It opened'up Ihn 
floodgate forcstoblIshing ufTKiatdom Mco¬ 
operatives: and 

Id) Ihe behaviour of the govemment with 
regard lo elections conducted betwcM 
promulgation of tfic ordinance and the tme 
ol (he dchuic clearly indicated that tht 
ordinance and Ihe bill would be politically 
misused. 


The dcl'encc of the bill was olTered by *11 
the rajput and a few brahman MLAs of the ' 
Congressd) Their major contcMkm was ^ 
thatcivoperativeshadhccomeadenorvemed i 
intciEsts and these were being nunifeit |t 
scuttle elections one way or the oihag, Iw' - 
fact that in 1982. Ihe GSCU had tfimUlk t 
40 lakh and had gathered only ta I 

out of coninbulinns from the co-«peng|^ j',- .'^ 
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widely quoted ax an example of 
imipoiuible viour of the co-opcrati vex. 

Notable antong the defendams of the bill 
were Jashwant Singh Chauhan, Ishwarsingh 
Chavada and Muhnnial Dexai. Jashwant 
Singh quoted from Indira Gandhi'» speeches 
in which she had stated that co-operative 
banks which were extensively using public 
money had to be managed with care. In his 
opinion, this was far from the case as the 
banks were openly siding with the dominant 
groups. He came down heavily on the .sugar 
co-operatives and the dairies for arranging 
their accounts in such a way that the figure 
of net profit after tax was low. thus paying 
paltry sums to the co-operative union. 
Jashwant .Singh probably let the cal out of 
the bag when he quoted from Daniel Thomcr 
(1980) to the effect that co-operatives hod 
been dominated mainly by patidars. that the 
patidars themselves had power and had 
become rentiers, moneylenders and dominant 
players in the agricultural markeu;. and had 
been flouting the laws with impunity. 

Theoi^sition’s next .strategy wastooffer 
a whole series of amendments to the 
amending bill so as to dilute its provisions. 
They tried to offer amendments requinng 
consent, concurrence or approval of the 
council before compulsory amalgamauon 
could be ordered, to allow government 
nominees without voting power in case of 
chainnan'selection.ctc. Theonlyconccssion 
granted by the go vemment bet ween the 1981 
act and the 1982 act was in not counting the 
period before thedateon which the amending 
act came into force for the purpose of 
calculating the tenure of “designated 
officers". However.thegovemmentrefused 
to delay the passage of the bill or to refer 
it to a select committee. The bill was pa.s.scd 
afteracombined opposition walk-out, on the 
last day of (he monsoon session, i e. on the 
July 26. 1982. 

The subject was back again in limelight 
in 1983 with the government demanding 
insertion of one more amctidmeni. namely, 
the explanation to sections 80(1) ami 80(2) 
of the act. (which provide for appointment 
of the three government nominees to co¬ 
operatives in which government had some 
financial stake or which involved public 
intetest). The government wanted to raise 
the number of nominees to four, by arguing 
that the three nominees of (he government 
will be over and above the nominee of the 
registrar. With numerous examples of how 
the three government nominees could not 
cause a Congressfl) supporter to win. the 
opposition was vehemeiu in theiroppoxition 
to this political move. Nevertheless, the 
amendment was carried through. 

It is lo be noted that these amendments 
and the new provisions do not make the 
Gujarat Co-operative Societies Act any more 
'draconian' than the acu in the other stiUcs. 


In fact, most of the stales lud enacted tindlar 
pieces of legislation almost a decade earlier 
(e g. Maharashtra passed a similar act in 
1962. limiting thetenureofelccted chairman, 
etc. It wati then interpreted as a measure 
of clipping the wings of sugar barons). In 
fact some of the speeiftc provisions sought 
to be added by the 1982 act were 
recommended by the Mirdha Committee. 
One gets the impression that barring the 
restraint on reluming government capital 
(section 31 (I)). the new chapter on election 
for societies listed as specified societies in 
section 74 and perhaps tiK firmer requirement 
for education fund under section 1)9 (I), all 
other changes were cither directly 
recommended by one nr the other committee 
or by the Gujarat stale luw commission. The 
enactment of the bill was therefore, as much 
a political tussle as its absence all (he years. 

What makes the amending act of 1982 a 
conicsied text was the fact that for the first 
time in this region patidor hegemony on the 
eu-operatives was so effectively challenged. 
And that itself is the pointer to the delay in 
effecting the amendments. As has been 
discussed earlier, this dislodging of the 
patidars from the ruling echelons was only 
possible with the victories of Solanki's 
KHAM strategy. 

Wc have enough details of the patidars’ 
hold on the ecunomic institutions and the 
power .struggle between the dominant clans 
of patidars and the kshairiyas [Hard! man 
1981; Thomer 19X0; Ghanshyam Shah 
I97.S]. We also know that till 1975. the 
patidars dominated the polity. During half 
of the emergency period palidar clique was 
in power, and- during the rest, a neutral 
bureaucracy under the secretaryship of H M 
Josbi was not sufficiently motivated lo 
remove the patidars from the co-operatives, 
in post-emergeney Gujarat the government 
Itself was of patidar' lobby again. And in 
1982, the Congre.ssd) government, having 
won on KHAM plank, was ready and eager 
to consolidate and insiiiutinnalise the gams. 
As Manubhat Kotadia says; 82 percent co¬ 
operatives were with tho.se who did not side 
with Congress (1); Jashwantsingh Chauhan 
made the fact even more plain by mentioning 
the caste in the as.sembly debates. The bill 
was part of the political conflict to displace 
the patidars. It was. in other words, part of 
(he larger socio-economic contestations and 
to read it simply in terms of party politics 
would be a reductionist, and probably naive, 
gesture. 

LtOAi. Battij.; ArrtnMATH of the 
Amendments 

As expected, the actions token by the 
government in regard lo the various co¬ 
operative societies under the amended act 
after 1982. gave ri.se lo a spate of litigation. 
The cases were normally filed by the 


aggrieved chairinen or by nding 

cliques of the varioui co-opereitve 
organisations. Those litigatioRi mostly 
challenged (he actions under section 22 
(deemed mcmbership),Mction74(electioia. 
tenure, manner of conductingelections, etc), 
section 80 (appointment of government 
nominees) and section 160 (power of the 
registrar to issue directions). The facts of 
these cases and the legalities contested by 
the parties further illustrate the point 
regarding law as an inatrameiu to furthCT the 
positions of the contending social interests. 

The most celebrated case on the 
amendments was what wilt subsequently be 
called as ''Amreli” case. In this case over 
47 different civil applications filed between 
1981 and 1983 were disposed of by a single 
judgment. Among tiK petitioners were 
Amreli DistrictClo-ojietBtivesSales-Purchase 
Union (hence 'Amreli' ease), and one of its 
taluka level afniialc.s (and their common 
president), urban and rural co-operative 
banks at district and other levels (of 
Ahmedabad. Baroda. etc) and their 
designated nfficers, the Mehsana district 
central co-operative hank (and its long time 
chairman Aimaram. a patidar leader and a 
Chimanbhai sympathiser). Mahua .Sugar 
Factory (and its chairman G N Patel) and 
the Co-npcraiivcs Federation of Sugar 
Factories, the Sagar Dairy, etc. Most of 
these had challenged the 1981 amendment, 
and the other provisions mentioned above. 
A two member bench of the Gujarat High 
Court delivered the landmark judgment on 
July 17, 1984. 

There were seven major contentions made 
by these 47 plaintiffs. Their gist (stated in 
a language shorn of legal technicalities) is: 

(1) T}>c amending acts violate co-operaiivc 
principles, and therefore do not deal with 
the subject of co-uperatiun at all (as per the 
'legislative competence'. List II. Entry .32, 
Seventh Schedule of the Constitution of 
India) and hence arc void. 

(2) The amending acts introduce such 
significant and repugnant changes as to 
completely change the character of the 
principol aci(ie,of l%l)andhence should 
have been made by a He-ntnn legislatKMi. 

(3) The provisions in sections I7A. 22 
and 24 in the amended act violate the 
fundamental nghl to form (and manage) 
as.<iociations granted under article 19 of the 
Con.uaution. 

(4) The provisions in section 74A through 
C (I c. restricting the tenure of “designated 
officers") infringe upon petitioners' 
fundamental nghl 10 form (and manage) 
associations and fundamental right to 
profession 

i.S) provisions in leclions SI, 74(D), 76A, 
76B and 80(2) (the first reatraining co¬ 
operatives from returning governmenti' 
share capital and all the rest empowering the 
registrar for controlling appointments/ 
committees, etc. of co-operatives) also 
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MHa|« «|iM dwM fiMdamenlal tighu. 

(6) T1ieca«i«bulionioiheMaiec(Hiperaiiva 
ualoa out of groM annual income, required 
under lection 69 amounts to levying a tax 
withom the authority of law. 

(7) By permluiog unrestricted discretion 
to the tegiilraT in regard to decisions per- 
Ulnlng to compulsory instructions and 
issuing mandatory direciums. the relevant 
provisions violate the principle of eouality 
befote law. 

The first two contentioiu were disallowed 
and rejected by the court staling that the 
Constitution and not the co-operative 
principles had primacy. Irrespective of 
whether the act violated some principles, so 
long at its pith and substance was in regard 
to co-operatives, the act was within the 
legislative com pctenceorihestaic.The court 
observed that it was not possible In sustain 
the contention that the classical principles 
of co-operation are immutable and 
paramount, but if an amendment introduces 
inconsistency in the principal act and the 
principles, it should be struck down. 

The court rejected the pleaagainst section 
17-A providing for the compulsory 
anulgamaiion, observing that infringement 
on members’ right to free association, i f any. 
was sought to be done for a rightful public 
purpose (e g. making viable co-opcraiivc 
units for a healthy and effective credit 
ddi very) chosen oDerdue study by competent 
people (e g. CRAPICARD. etc) and the 
power was not unfettered or arbitrary, as it 
provided for abundant procedural safeguards. 
The court opined that sections 22(2) and 24 
were had in law. The court observed that 
no individual has a fundamental right to be 
admitted as a member of a co-operalive 
society, merely because he is a rc.sidcni in 
its area of operation. The member only has 
a right to be considered for membership. 
Since the right to free association include 
(he right to decide with whom to associate, 
no authority cun arbitrarily and without due 
cause infringe upon this right by directing 
aco-openuivcio admit the member. So long 
as the society keeps its doors open for 
applicants, who have common economic 
objectives, anddocs nut differcmiate between 
them arbitrarily, it is adequate and it is for 
that society to decide whether a particular 
applicant should be admitted. Ihe court, 
therefore, held these two sections as violaii ve 
of the Constitution A I9( I) (c) and (g). and 
set them uide. 

Similarly, with regard to section 74A the 
court ruled that the provision that all directors 
in the specified societies mu.si retire 
timullaneously. was an unwarranted 
infringement on the nght to manage an 
aoociation. The court also felt that the 
rcMriction on holding designated offices in 
various societies and on the tenure in one 
society was not imposed with any justifiable 
pubtic purpose. The government's case in 


this regard was parity based on the Mirdha 
Committee’s recommendation and partly on 
the need for effective management (stated 
in brief, this point of the government 
amounted to; if an individual holds a 
designated office in too many places, he 
would not be able to give time for proper 
functioning of any society). The court 
disagreed wiih'the “reasonableness'' of the 
restrictions on cither of these two grounds 
and hent*e held section 74-A bad in law. 
Again, Ihe court struck down the provision 
restraining co-operative societies from 
returning share capital contributed by the 
state government. Slating that in reality. Ihe 
share capital is in the nature of help and no 
one can be forced to receive such help. It 
amounted to an unreasonable restriction on 
freedom of association and of carrying out 
profession. 

The court observed that section 74-C 
(providing foraspectal manncrorconducting 
elections in specified societies) was a 
reasonable restriction inpublic interest (viz, 
ensuring free, orderly and fair elections In 
large societies having significant economic 
importance to Ihe members and tothe public) 
and upheld it. 

Similariy, Ihe court upheld section 74-D 
which providesfor appointmcnl of custodian 
to those societies where new committees arc 
not elected or if elected committee cannot 
take charge within six months of ihe expiry 
of previous commiiiecs' term. The court 
staled (hat absenceof such a provision would 
encourage vested inierrsts in clinging on to 
management chairs even after their lerm is 
over. The court agreed that this provision 
was in public inieiesi. 

The court agreed with the cogency of 
section 76-B and upheld it. However, ii 
struck down section 76-A which required 
Ihe societies in Ihe specified class appointing 
and removing managing directors to seek 
prior approval of the registrar, viewing il as 
an unreasonable restnciton on the nght to 
association and serving no public purpose. 
At (he same time, (he court upheld section 
80(2). permitting (he govemmem to appoini 
up to three nominees in committees of 
societies in public inicresl. 

It struck down section 160 as giving 
unfettered power to the registrar, to infringe 
upon Ihe freedom of association and of 
carry ingout a profession of members without 
any proccduial safeguards or specification 
ol public purpose to be achieved. Il was 
challenged by the petilioners on the grounds 
that the registrar being agovernment servant, 
vesting unbridled powen in his hands to 
issue direction to societies and to remove its 
committee and appoini admiiustnton. would 
become a powerful political weapon in the 
hands ofthe ruling party. Thegovemment's 
case wasthat the anginal section had become 
toothless os it required concurrence of (he 


co-opefariveacouncil.aiid me council could 
not often be formed because of changes in 
(he government, etc. The court disagreed 
with the claim that this gave sufTicient cause 
to the government to remove a procedural 
safeguard while infringing upon Ihe freedom 
of association and profession of members. 

In regard to the contribution to the GSCU 
at I percent of gross annual income (section 
69). theenurt made a remarkable observation 
that (a) as the government could not provide 
enough evidence about services rendered by 
the union to the co-operatives paying the 
charges, and (b) as in Ihe absence of such 
a quid pro quo. any imposition on co¬ 
operatives must be likened to a tax, hence 
thcrcquiredcuniributionisatax. Thoibeing 
the case, the section violates Article 265 
providing for imposition of taxes only by 
the authnrily of law.’ 

The significance of this judgment was that 
the whole process of displacement of the co¬ 
operative bosses from their position was 
slowed, in terms of the brake on possible 
membership “drive". It is to be noted that 
hy removing (he discretion available under 
the 1961 act to the societies in regard to 
admission of new members, the governinetit 
had made it possible for the co-operatives 
to be swamped by members who would then 
elect more agreci^tecomnuttees. By striking 
down the provision for deemed membenhip 
and therefore, by putting the power trf 
admission back in the handsof thecomndnee. 
(he court has essentially ensured that no co¬ 
operative would be swarmed by new 
members.'' Another fall out was (hat at least 
potentially suffi-. ienl powers now came by 
way of appoiniment of four nominees (three 
of the government and one of registrar) in 
the hands of the govcinmcM to di sp l ac e 
bosses who held narrow mnjofily in their 
committees. Most importantly, because of 
the public discussion and the hiirat generated 
by the Amreli case.and thestingingcriticism 
made by tnc court in regard to sectian 160, 
the bureaucracy vent squarely on the 
defensive .ind (he hands-off-uidas-diingB- 
go-wrong policy got strengthened. 

However, it cannot be denied that the 
amendments connected with elections 
(sections 74C and D) were necessary, la 
fact, the elections in co-operati\’es seem to 
be the most litigation prone features ia 
Gujarat’s co-operative movement. We 
adduce brief extracts of some cases below 
in support of these statemetts. 

In Mchsana District Central Compeiative 
Bank vs Merda Seva Sahakari Mandali and 
others (AIR 1990 CUJ 176). the iaiuea 
involved definitely iadkaie the tendaacy nf 
theco-operalivestoforesttllclectiaas. Tlxh'. 
by-lawsof the plaintiff co-operalivepmiiiln 
for partial elections evciy second yaar.'iM 
the corresponding board t n ea nb as *eMng. 

(wcshallcallihbtomionalcloc l ianaWtdw^ 
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By (he time (he dispute began, the term of 
all the directors had elapsed. It tell under 
the cla.ss of specified societies and hence 
elections weretu bccnnductcd by ihcclection 
I'fTicer (cither district collector or deputy 
collector) under the act. The society along 
wiihothersncictieshiidchal longed t he Amieli 
case judgment in the Supreme Coun which 
had upheld sections 74C and D. Using (he 
pending litigation as an excuse, thecommiltcc 
m power did nirt hold timely elections. The 
deputy registrar of the high court ordered 
an election programme under ehiipter IX of 
the act and since terms of all the hoard 
incmheis had elapsed, he ordered elections 
to all the v.u'ancics. 

Tlie Mchsuna Bank's argument was that 
siriec the rotational election system as 
piovidcd in the hy-l.iw win, upheld, even if 
the deputy registrar were to order elections, 
he had to do so in accordance with (he by¬ 
laws. The coun observed lhai: 
la) that the terms ot all the hoard members 
have expired when ihc election prognimmc 
was drawn: 

(h) therefore, elections to all ihc vacancies 
had (alien due. and none of tire board 
members hekl of fice by v inue of the mundalc 
of elceioralc but merely by the court 
proceedings in ihc appeals preferred in the 
Supreme Coun; and 

(c) ihercby. simultaneous elections to all the 
vacancies can he held, as decided by the 
returning olficer (deputy registrar of the 
Guiarai High Court). 

One of the interlocutory orders passed hy 
the Supreme Court pertains to who the 
returning officer should he. The act said it 
would he (he collector, and Ihc high court 
upheld it in the Amrcli case. The petitioners 
claimed that the coliccior being u government 
servant, could be influenced hy the 
government in the current vitiated political 
ensininmcnt and could conduci elections in 
a manner conducive to parties sympalhctic 
to the party in pou-cr. The counter-argument 
was that the co-opcrativcs' own .staff could 
be far mure directly and palpably influenced 
by the ruling bosses of the co-opcrativcs and 
hence could not be cmnistcd with tlic task 
of conducting lair and impartial elections 
and hcncc the col lector was vested with these 
powers. The peltiioncrs sought an mtenm 
relief from (he Supreme Court till the case 
was finally disposed ot. The Supreme Court 
in Its order .said that io.' all the specified 
soaelies (under section 74-C) the election 
officer would be the registrar (or deputy 
registrar) of the Gujarat High Court as 
petitioners h.id greater laith in ihcimpartiahty 
of that officer. 

This move has its own limitations. The 
colleclors havesigni licant inlrasiniciurc, staf I 
and otherwise an: qu tie strongly armed wit h 
legal and administrailve powers. Besides, in 
cachdistrKt.thcflumbcrarspecificdsoeicfics 
would be much smaller (on an average 15). 


Thus, the cniicctoni would have been more 
alert and watchful in regard to conduct of 
elections and more prompt in regard to their 
schedules. Bycomplctceontnist.ihe registrar 
of the high court and his deputies have to 
manage elections to .W) specified societies 
with a staff numbering perhaps half of an 
.average colicctoratc. Thus, delays in Ihc 
conduct ot elections was inescapable, and 
more likely, from the point of co-operative 
bosses, a desirable outcome. This is also 
an interesting instance of involving one arm 
of the slate in preference to another for a 
dispute in the urea of the third. And. the 
judiciary has got implicated in a routine 
administrative mutter. 

However, the court usually docs not 
obstruct the appointment ot government 
nomi nccs on .socicl ics' hoards under sections 
KOt I) and (2) even though (he underlying 
agenda could be ol wresting conirol of the 
MKicty irom ihe current bosses. Tlte issue 
camr up in Sbn Bile.shwar Khand IJdyog 
Khcdui Sahakan Muiidali vs the State of 
Gujurat iCLI XXI). It would appear that in 
Ihc .society the two supporters of the 
Congicss(l) were in minority. The 
govemmem sought toappoim ihicc nominees 
on the board, whotogctlier with the nominee 
oflhe registrar and the (wo members referred 
to above, otfercd a credible threat to the 
existing chairman. The einirt accepted the 
government plea that they had .supported the 
co-operative for 17 years, that it had 6.700 
members and mismanagement in the society 
us apparently iiHlicaicd by losses, etc, could 
entail severe hardships to the turmers and 
a lo.ss of employment to Ihc workers. The 
court observed. "Whai is wrong if (he 
govcriimcnl thinks iliat in a society where 
suhsiantial public inicrcsi is involved. Ihc 
full contingent ot the go\ crnincni nominees 
IS appointed?" 

To sum up. the Ciujarui Stale Co-operative 
.ScK'iciics Act evolved Irom the Bombay Act 
ol I'JaS through a senes of amendments. 
The most significant and controversial 
amendment.s effected hot ween I9KI and 
I9)t.t. bad a 'legitimate' background in the 
shape of recommendations of the various 
committees and a report ol the .stale law 
com mi ssinn. I n fact. I hci r absence for several 
years and not (he enactment of the 
amendments is a noteworthy feature of 
Gujar.-ii's co-operalive legislation. The 
amendments were deferred or a voided. It can 
be conjectured, mainly because ol (hcMKial, 
caste ,ind political alfinily between co¬ 
operative bosses and ruling political cliques. 
The moment the KHAM combine gained 
power, the act vitas amended. Having lost the 
battle inthc assembly, Ihcco-oprraiivc bosses 
then tiNik the war to Ihc court rooms. The 
court verdict slowed down the process of 
dispiacing the ruling eo-opcrativc hos.sc.s 
significantly. At the .same lime, the aim.sand 


obJcetsortheatnendmenitaliogotviMictted 
by the evidence from several coses centiting 
around subversion and postponement of 
elections to retain conirol. 

Wc may tie up the lost three sections by 
noting that the operative agenda behind the 
19KI -83 amendments was to end the patidar 
hegemony in Ihc co-opcrativcs; and the 
opposili on to these amendments sprang more 
from the recognition of this agenda than 
from ideological affiliation with the co¬ 
operative movement. This is clearly 
evidcncedfnim the fact that inbetween 1990 
and 1992 some of the ministers who used 
the act lodisplaec the ruling 'elected' boards 
were the same individuals who hud noisily 
led the walk-out on July 26, I9K2 against 
the passage of the amending act!'* 

Rccapitiilation 

Throughout the 20th century, the political 
alignment in Gujarat has hnn gradually 
shifting from Ihe numerically .small elite to 
the numerically powerful groups. In recent 
times, ilie polity has been in Ihe stage of 
enactment and rc-cnacimcni of the constant 
struggle between the two largest groups, 
namely, pali dors and kshalriyas for poll lical 
suprcm.icy. While the patidar lobby gamed 
ascendancy in the first decade after the 
tormulion of separate Gujarat state, 
particularly after Nav Nirmun, Ihc control 
in the Congress ha.s tended to be with the 
kshairiyn lobby while the patidars have 
been in opposition. Congress iO), Jan 
Morehn, Janata Party, etc. At Ihc same time, 
throughout it.s history. Ihc co-opcralivc 
movemenr has been dominated by patidars 
in south, central and north Gujarat and even 
in.Mimepartsofthc.Suurashlraregion. Since 
in a predominantly agricultural economy, 
conirol on co-opcralivcs engaged in credit 
inurketing and prtK'essing means a control 
on the largest secular bu.sc of power, (he 
patidars' stronghold on co-opcralives has 
resulted in their control on rural economy 
and polity. With numerical .strength in 
favourof Ihc kshalnyas, co-operatives were 
bound to become coveted in.stitutions. 
Reflecting on this power struggle in the 
MK'icty. polity and co-operative legislation, 
one discovers that ihc terms of discourse 
areriMitcd in (hedynamic s(K’iairorm.itions. 
As patidar lobby controlled power almost 
unto hall Ihc period of emergency, no 
legislative changes were brought about; 
though the need font was clearly articulated 
at iIk policy level. Using Ihcexpcrts' reports 
as legitimising excuse, nut in reality 
motivated by Ihc de.sire to oust patidar 
mandarins from I he i r co-opcruii vc fortresses, 
Ihc kshatnya dominated government 
enacted the amendments of 1981 and 1983. 
The consequent coun caws clearly i ndiraie 
the real nature of the agenda; paliditn using 
legal pretexts to control Ihc co-operative 
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idonnlii. aMtaqaaSy clearly, theconiendini 
mcUl gnmpt. once in power, using law 
nudnly to end patkian' hegemony. 

ni 

CofldudingRaiuirkf 

At lean two points do emer^ from the 
above discussion. The first pertains to the 
rhetoric and politics behind the normative 
stand, so poplar in co-operative thinkers 
about the abstinencebythestaieiniisdealings 

with the co-operative organisations. The 
second point pertains to the process of 
interaction, its determinants and resultants. 

It has been a constant refrain of the co¬ 
operative thinkers that in developing 
countries like India where the co-operatives 
can act as powerful vehicles of development, 
the state ought to nurture them, aid them, 
guide them and subsidi.se them during their 
infancy. Andyet.inotdertoallowthcirown 
administrative abilities to grow and to 
strengthenclientcle responsiveness, the state 
must permit full functional autonomy to the 
co-operatives. This refrain is so common 
that it has become almost tnte. However, 
the position has undergone a change in the 
last 20 yean. Discouraged by incontrovertible 
evidence of rapacious abuse of the co¬ 
operatives by many elected representatives, 
diettiinkcn have now permiued two additions 
to their standard Mand prescriptions on slate 
andco-operativeinteraction. The first deals 
withcrealinganawaitness among members; 
member education campaigns, etc, directed 
at inculcating into members the desire and 
the suength to demand and obtain clean and 
honest management. The second deals with 
leadership training and orientation; 
particularly in regard to obtaining among the 
elected leaders a proper appreciation of their 
rote. Put together hy training members in 
their rights, and giving proper orientation to 
leaders, would enable the co-operatives to 
he well-maitagcd. And if they arc well- 
managed then obviously Iherc is no need for 
an overtly protective or supervisory role of 
the slate, and so, the state must change the 
law and withdraw. 

Quite apart from the sheer naivety of this 
argument and its essential assumptions, this 
strand of fashionable thought is nothing hui 
rhetoric. It is rhetorical not simply because 
mere increase in awareness in members 
cannot effeciively challenge the hegemony 
of a co-operaiivc boss who would typically 
have several bases of power such as kinship, 
caste and economic and political. Nor do 
we simply rest by doubting the efficacy of 
training and orientation of lenders coveting 
the political power and patronage inherent 
in the managemefU of organisal i uns i n gencml 
and co-operattves in particular. Wc argue 
that even if these unlikely things happened, 
any nonnaiive stand on ifae subject of state's 
interaction with ctxipefati ves is completely 


bti^an woefblly Inadequatr understanding 
of a complex diacourte amongit assymetric 
tetrahiaaf alote.iociety, lawand otganliaikjn, 
that too in a democratic polity. 

The (nescription that the stole should be 
Mipportive of co-operatives but not become 
control oriented presumes that the state is 
a tiumoliih: having precise, well defined 
otqcctives and goals, a sort of mind, a sui 
generif existence. This is patently a- 
sociological assumption. In the first place, 
the stale in a denwcratic polity would have 
a‘liberal’separation of functions, executive, 
judicial and legislative. Each branch of the 
slate would constantly engage in definition 
and defence of its own domain. This 
phenomenon becomes all the more relevant 
when one “opens up” the executive and 
particularly the govcmmcni bureaucracies. 
Sections of the executive would be engaged 
in defining, defending and expanding their 
own domains, often undoing whal the other 
sections do. To believe that even this single 
branch has a cohesive view of things is 
naive. 

So far as the legislati ve wi ng IS concerned. 
It is obviously the market place for social 
interest grou ps where the coveted comiiKxliiy 
is the stale pmronage for controlling secular 
bases of power, and the currency is the 
ability to gamer political support. Since 
support comes from the socio-political arena, 
the legislative wing of the state - the policy 
wing- cannot but reftect the reality of power- 
slruggleinthepolily. Thus.theco-operaiives 
have become miyt’t vehicles of patronage 
and power and, in turn, they become the 
coveted institutions on whom control is 
sought to be obtained. 

Finally, it is no longer tenable to believe 
that the judiciary is free from any desire in 
the direction of defence of its own domain. 
If noihi ng, it docs have the power to arbitrate 
and would certainly not dislike it if these 
powers expand. To suggest that the 
protagonists of co-operative cstdilishmenis 
managed to convince the Supreme Court in 
emrusting the registrar of the high court to 
he the appropriate office for supervising co¬ 
operative elections, is to undcrcsiimato the 
intelligence of the latter. More cogent 
explanation is that in assuming this role the 
judiciary has in reality sought to expand its 
own domain - an explanation consistent 
with the interpretation of the remarkable 
stand ofihecouitsinpuMicinlcrcstliligaiions 
in the early 19808 (or even current ‘judicial 
activism'). 

Norarelheco-operativesundifTerenliaied. 
homogmeous and monolilhic. Each co- 
operativ crystaltscs a specific socio¬ 
economic interest of a specific social space. 
When these intcTESts clash, the co-operatives 
themselves take stridently contradictory 
stands. So, what one class iWofco-ojieraiiwes 
may call supportive role, the other would call 
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iiaerfeience. In facteven a conscious, hands- 
off policy amounis to a tacit support u> the 
current establishment and the status quo. a 
poim which we have illustrated by arguing 
that not only Iheenactment of the amendment 
but its absertce was also a political act. 

Finally, if the co-operatives represent 
economic secular interests of the people and 
if the legislative wing of the stme is (he place 
for negoti ali ng these and such other interest s, 
a constant, dynamic and vibrant interaction 
is inevitable. To arbitrarily advise that such 
an interaction should be refrained from is 
basically an ostrich-like solution. 

So, whom are the co-operalive thinkers 
advising? In our view, the anti-state rhetoric 
ha.s caused its share of damage by taking 
away critical attention from more fruitful 
lines of investigations regarding an analysis 
of the social dynamics and study of thea^ual 
process of stale, law and co-operative 
inlcrdciion and its trajectory. 

Notes 

(This paper IS a part of the larger study preseoied 
in a wofteshop on‘Stale and Co-upenlive'duriof 
(he Symptnium im Utuuifemeiu nf Kural Co- 
operatives, December 7-11, 1992 at IRMA. 
Anand.] 

1 Gujaralwasformedin l960oulDriherefMMS 
of the brliiigiud lUteof Bombay where GtqwWi 
language was protiunenily spoken. These 
Gujarati regions consisted of the fonner stales 
ofSauraslitra.lhecommnsk>neiBleoflCaciieii 
and the diimcis fat ling in what are now called 
thenonh. ccnur'andsouthCojanl. SwcMhna 
itsdf was fontied out of over 200 pnocely 
stales upon their merger in the Union of India. 
The sprawling princely stair of Baioda, other 
much smaller slates like thM of iUyi>tpla tad 
the adndiusiialivc lerritories of the P otwb u y 
presidency formed the other icgkMli. 

2 The estimates gis'en by Shih (1975), me 
basedonihe 19? 1 Oeosus and he hasrotlted 
them for regions now in Ogjarat but thea 
under diffeienl rvtes. His i itimetri are: 30 
per cere for ksluHriyti (mchMliagSperoeal 
for raiputs. 24 pa ceiu for koUs and the loa 
underdifrereiilgtou|it), ISpcrceotlorkanfai- 
palidars. 8 per cent for bialuMns lad bunias. 

I n percent for te'untoHclMMes*. IS per eeui 
for inbals (then called ibaripnab), and abiNii 
to pCT ceiN for non-Hindu populatiom. 

.? One can see the same uncu sy mixture bemg 
repealed in the early yem of the BJP rale 
and subsequeM events leailing to the onMer 
of KcihtMini Paid fnw the office md tec 
place taken by Sbrnteeranh Vagheta. WMi 
the death of OinanUmi. tec BiP took ever 
the reigns but tee iahmM dash evcMrhBy 
bos led to tee c m reut socMno. 

4 -=— .*—r rtu j i rlti—I af 

Jnttice B K Mebaa «d hstice R I SteR IR 
tee Amreii cane. 

5 The following ditenssion it hniedl M 
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In tte fovtnMM lai Inw fiM 

Co«|null) iuc\f «u cnatiof fMlnt 
dkflkvMei. He tMed tet ■ mMhtr wte 
«9 4k co-«pen4ve cmiictt; lie 
idwed to tae the CM'e Uoc end went over 
totheoyyianttictioiiMidheocev w ieinoved 
bcMD it, “Vi thin moe moMhi’'. He abo charged 
thegovemnentwithinaiiipalttingtheeiecliaa 
to Che State Land Oevefopmeac Bonk. 

7 In summaiy. the Court 
(DUphddS l7-A(coinpulsoryainaIganution) 
(II) Stnick down S 22(2) and 24 (deemed 
membenhip) 

(HI) Sinicfc down S Sl(2) (rcitraint on 
letuniing capital) 

(IV) Stmek down S 69 (education cess for 
GSCU) 

(V) Stnick down the provision to S 74 
(disallowing partial teliremeni of boanfc) 

(VI) Stnick down S 74-A (lestnction on 
tenure, etc) 

(VII) Allowed S 74-B (reservations for 
weaker sections) 

(VIII) Allowed S 74C and D (about elections 
and appointing custodians for committees 
after expiry of term) 

(IX) Struck down S 76-A (prior consent of 
RCS in appointing MD) 

(X) Allowed S 76-B (selective action for 
delinquencies) 

(XI) Partially allowed S )KX2) (appointing 
nominees) 

(XII) and smidc down 5 160 (RCS* power 
to issue directions) 

The stale govemmenl went in appeal against 
the couit's rulings (11). (IV). (VI). (XI) and 
(XII) and (he petitioners appealed ogoinsl (he 
rulings (I). (VIII) and (X). These petitions 
are still pending in the Supieine Coun, (hough 
some inlerloculory orders, one of which has 
been discussed below, were passed by the 
Supreme Court. 

8 Its impottance is to be noted when one finds 
that around the same dme. through similar 
tactics, the N T Rama Rao ministry in Andhra 
Pradesh had swamped all the co-opemtives 
and grabbed control over them. 

9 Just one example: an influential minisler in 
the Chimanbhai Patel cabinet had associated 
himself with aco-operative leader in the post. 
The two belonged lo diffeiem casies: the 
minincr being a poiidar and the co-operative 
leaderanon-patidar.,The leader was groomed 
in the past in the field of co-operation and 
politics by the minister. When the minister 
joined the cabinet for tome leaton, it is 
s t at e d, that the two felt out with each other. 
Cootequent lo the split b e twe e n the two, the 
following events oemmed. in relation to the 
two co-operatives (i district central co¬ 
operative bank (DCCB), and a distiict level 
singk cominodity co-opcraiivel. 

The DCCB, it would appear, bcnefiied along 
with other credit co-openiivea froin the debt 
lelief scheme. It leeim that (here wai a 


ijM^OGCBp. 
V*|^* '*t iHit NMMI Bba 

at <!■ dMiMMk.«twioi Mlow iwa 
Mtiued by ih« aveatually 

cNlmhiBiiig in tti|ienei(kM of the comnlttee 
of the DCCB. tnipettiioii of a teaior officer 
in the DCCB and appoliiuneni of a custodian 
commiilee. The chairman in quetikHi went 
io court vgumg that the iKtJoii was caused 
by political vendetta. The matter waa fought 
up to the Supreme Court. WheA we visited 
t^ bank ihete was oh vious fearand iduc lance 
on the part of the staff, the oflkers as well 
os the custodian committee to talk about the 
matter. In fact We were told quite frankly that 
they would prefer not lo get involved. All of 
them, however, were unanimous in stating 
that this ponicular DCCB was singled out for 
the kind of action mainly because of the 
political feud between the minister and the 
co-operative leader. 

Refermccs 

Bakshi. M J (1986): Gajaruianu Rujakaran. 
Univcisily Granth Nirmon Board. Ahmedohad 
(in Gujarati). 

Baviskar. B S (1985): Hilt and Sugar: A 
CnmftaraUre Analysis iif Cti-iiperaiive 
Politics, Discussion Paper no 208, IDS, 
Sussex. 

Bhambri. C P (1987): Palilics in Mia: /947- 
H7. Vikas. New Delhi. 

Brenian, Jon (1971); Painmagr and ExpItHUIum, 
Manohor, New Delhi. 

Committee on Future Diiecliont (I9S.5). Report 
of the All India Rural Credit Survey, volume 
II. general report. Reserve Bank of lodiu, 
Bombay 

Desai. A R (1974); ‘The Gujarat Struggle and 
Its Vilifien.' Eronomii andPolilical Weekly. 
9:16. 

Dcsoi. M B (1961)' Co-operalum in Karpin, 
Indian Sociejy for Agnculmral Economics, 
Bombay. 

Dubey, SC(I968); 'The Concept of Dominant 
Caste', Contribution to Indian Smiidogy, New 
Scries. Vol II. pp 38-62. 

Erdman. H L (197.5): PoUtus and-Economo 
Development in India, DK Publishing, New 
Delhi 

Hardiiwui, D (1981): Peasant Nationalists of 
Gujarat, Kkeda Ditiiict, I9l7-I9jd. Oxford 
Universily Press. Bombay. 

- (1988): ‘Class Base of Swami Nonyan Sect.' 
Economic and Political Weekly. 23:37. 

Muloni, J M (nd): Co-operative Movement in 
Gujarat, Gujarai State Co-operative Union, 
Ahmedohad. 

PhaMalkar. S J (1991 j: Locating Research in Co- 
operative Itanageiueui. vAxItiqg paper No 
11. IRMA, Anand. 

Phanialkar, S J and V P GulaU (1991): 'Edible 
OilPalicy: RmnDeteibtoDesign’, fcrauxsiic 
and PidiiicM Weekly, 26:3. 


"fmimeky. Ill m t m t ii D ilN 

B C and IN (fW): CiWaa 

Pnuehnyatl Rsi/, Sf IWvaniijr, Vnli 

TnyHiipv. 

Shah, Ohanasfayam (1974): TIh UpiM|( 
Oqjarat’. Ecammic and PaMesd IPtf. 
Special Number. 

-(1973): CiUUAsstteiadtmsaadPallikalPnH 
in Gujarat. Popular. Btunbay. 

-(19900): ‘The Bouifeoiie Party and Oepri' 
Coaumiiiitfea.' in Ohantahyam Shah (: 
CapUali.tl Developmeni. Pcpular. Bomb 

- (19906): Socitd Movernem in India. Si 
Delhi. 

Somjee. A H (1971): Democracy and Ptditr 
Change in Village India. Orient Lmgm 
Bombay. 

-(1979): TheDensucraticPmeessInaDevelnpi 
Smiety. MacMillan. Bonibay. 

Softeri. K (1983): Sedtarkantha Jlllama Sohaki 
PravruiiinI Sihiil one Bhavi Vikt 
Soborkantha Jillo Panchayal (in OujarM 
Hinunaiiufar. 

Surat Oiairict Co-openoi VC Union (1979): SuhuA 
Kshilij, Surat Disirici Co-operative Unk 
(in Gujarati), Sural. 

Thomas. P (1976): Political Parties a 
Democratic Consensus, MacMillan, Boiiibi 

Thorner. Daniel (19801: Shqpuig f^dfndrni Aid 
Allied. Bombay. 

Wiener. Myron (1967): Party BuiUing inuN 
Nation, Univ(ni(yorChica|oPreas,(7Mca 



Instituta of Social Science 

New Delhi 

The Third 
D. T. Lakdawala 
Memorial Lecture 

TOWARDS CREATING 
A POVERTY-FREE 
WORLD 

by Muhammad Yunus 

Founder- Director 
Gnunecn Bank, Bangladesh 

R>.40($: 

■ r opies available from' 

Institute of Sodal Sdeoccs 
B-7/18 Safdaijung Enclave 
New Delhi no 029 
Ptione: 01.1-6173431, Fax' OII-6IIS343 


A I AO 


J 1 I**: 


1 r- 


rr I 



ri'^-i r''' l yirV' 1 1" ' " . 

'■'"" __ SPECIAL ARTICLES 

Implementing tiie TRIPS Agreement 

Policy Options Open to India 


JayuhreeWatal 

This paper sets out India’s obligations under the TRIPS Agreement and shows that the options before the country 
are not as stark as they seem. It is possible for India to comply with the provisions of the TRIPS Agreement while 
retaining a balance between public interest and the private interest of the holders of intellectual property rights. 

The immediate task before the government of India is to make the acceptance of product patent applications 
in pharmaceuticals and agricultural chemicals legal and transparent and then begin the more comprehensive 
legislative exercises. Given the time constraint in complying with a majority of the TRIPS provisions within two 
years or so, it would seem prudent not to lose any more time and to begin the process of weighing all the available 
options immediately. 


THE Agtecmcnl on Trade Reluicd aspects 
orinlellectual Properly Riphls (TRIPStoflhc 
World Trade Organisation (WTO) is an 
integral part of the WTO Agreement which 
wasconcludedamongst I l7countncs,includ¬ 
ing Indio, in April 1994 at Marrakesh, The 
WTO Agreement was the culmination of the 
longMl and most comprehensive ‘round' of 
multilateral trade negoti ations held under the 
aegis of GATF. known popularly as the 
Uruguay Round. Uni ike other rounds, for the 
first time in the history of trade negoiiuiions, 
■he results of the Uruguay Round were to be 
accepted or rejected as a single undcnaking 
or as a package deal without any a la cane 
picking and choosing of ugrecmeiits or pro¬ 
visions. Also for iheFirsi time ullihe agreements 
ensui ng from the Urugii ay Rixind wc re equally 
applicaMe todeveluping countries. Any special 
concessions given to these countnes were 
mainly in lermsoflongeriransitional periods, 
i c. ddays in the date of implemenUition of 
certain provisions. This is generally the case 
in the TRIPS Agreement where the iwovisions 
of the agreement apply equal ly to ail countnes 
with longerdelays allowed for least developed 
countries than Rir developing countnes. 

The TRIPS Agreenwnt has raised a lurore 
in India and some vociferous opponents of 
the TRIPS Agreement have gone cs lar as 
suggesting that Indiagivcupilsnneinhcrship 
of the WTO. While thi.s is an option which 
exists in theory, gi ven the growing i mporlancc 
of internaiional trade tti India, the fact that 
the WTOisand will remain the most impoiiant 
institution to make and enforce rules of 
international trade and the difnculiics faced 
by important non-members like China and 
Russia in gaining emry into the WTO. India 
could not consider leaving the WTO without 
adequMe and serknis cause. On the other 
hand, if India is to remain in the WTO, 
compliance with the TRIPS Agreement has 
to be real, credible and defensible before any 
future dispute settlement panel of the WTO. 

Thispaper sets out India'sobligatinasundcr 

the TRIPS Agreement and shows that the 
options before the couniiy are not as stark 

as they seem. It is possible for India to comply 


with the provisions of the TRIPS Agreement 
while retaining a balance between public 
interest and the private interest of holers of 
intellectual propeity rights.' As lung as this 
is so, leaving the WTO may he too high a 
price for the country to pay. 

The philosophy underlying India’s already 
extensive existing Icgisladon and Jurisprudence 
on intellectual property matters in India, 
covering copyri^i, trademarks, patents and 
industrial design, is that the protection of 
intellectual property rights is desirable for the 
encouragement of bcncrieial creative and 
innovative activity within the country.^ India 
IS also a member of several tniernalional 
conventions on intellectual propeity rights, 
nulubly the Berne Convention lor the 
protection of Uterary and Artisde Wdrks, 
1971. However. TRIPS extends intelleciual 
property protection to certain new areas not 
covered by current international law and lays 
down, for the first time, fairly detailed norms 
and standards for the protection and 
entorcement of intelleciual property law in 
general. The focus of this paper is on the 
principal areas oflegislaiivechaiigc. including 
provisionsthal enable the maintcnanccol llie 
required balance.' 

Overview of TRIPS Acrfj^ment 

The TRIPS Agreement lays down norms 
and standards for seven lypc.s ot intellectual 
property, vi/, copyright and related rights,* 
trademarks,' geographical indications,* 
industrial design, patents.' undisclosed 
information* and layout dcsignsof integrated 
cireuiis. The manner of legal compliance is 
left to each individual WTO membtfIndia, 
through her lawsand jurisprudence,isalready 
substantially iivcompliance with the TRIPS 
slundanls on copyright and related rights, 
trademarks, geographical indications, 
industrial design, uiidisch»ed infomialion and 
even with some of the provisions on patens. 
Completely new legislation is requited only 
in the area of layout designs for imcgraied 
eimiiis where this is the case for many, 
including OECD countries. 


To comply with certain TRIPS provisions 
on trademarks, geographical indications and 
proicclion of undisclosed inronnation,"'tlie 
existing laws will need marginal ametidmeoU. 
For instance, although Indian jurisprudence 
protects adisiinctivc sign or combination of 
signs as a trademark, including service nwiks, 
thcTrade and Merchandise Marks Act. 1958 
needs amendment to allow ihnr registration. 
Similarly trade secrets arc protected through 
contract law and common law but third party 
involvement may need statutory backing." 
The case of Article 39.3 of TRIPS on 
protection of test data needs close study as 
It could lead to marketing monopolies in new 
phannaceutical and agricultural chemicals by 
originator companies. Protection needs to be 
limited in lime to five years, at best, even 
though no time liimt is specified in the text. 
In the case of geographical indkatioiu, the 
additional protection for wine imd spirits would 
need legislative changes either to the Trade 
and Merchandise Marks Act, 1958 or through 
a separate legislation. TRIPS gives an 
opportunity to aggressively protect Indian 
geographical indicttions such as 'Datyeding 
tea' and'Basmab rice'abroad and the Indian 
case would be stronger if these were tint 
effectively protcctcu at homc.'- 

The changes required to be made to Indian 
law as described above have not been 
particularly controversial in India. This is why 
amendments have already been wbstaniially 
carried out in the area of copyright and related 
rights in 1994 itself to the Copyright Act, 
19S7, bringing it in line with TRIPS.'' It is 
a mailer oi speculation whether, were it nM 
for the controversy on amendmems lelaiiitg 
to the patent law. the remaining chancea 
required for the other intellectual prop er ty 
rights would have gone through pnalian— 
or not. 

It is in the area of patems that the greatea 
deviations exist between the current phtont 
law.viz.PaienuAct. l970.andthep ro vi n onn 
of the TRIPS AgieemeiM. Even in this Mtt 
there are already areas of cumpliaaee;. Hw 
rest of the paper is devoted to 1 ^ s«hiect,«f 

patents. 
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Areas of Compuancc 

There is no basic change required in (he 
criteria for patentability laid down in the 
Indian law. Under (he TRIPS AgtcemeM (o 
qualify for patent protection, inventions should 
be new, involve an inventive step or be non- 
obvious to a person skilled in the art and be 
UKful or capable of industrial af^lication. 
The criteria of 'new and useful' is laid down 
in Section 2 (j) of the Patents Act, 1970 in 
defining invention and the criteria of non¬ 
obviousness or inventive step is laid down in 
Section 2S(e> which deals with grounds for 
opposition to the grant of patents. It is up to 
each country to interpret these criteria and 
no specific guidelines have been laid down 
inTRIPS.'*Thetciscleartyatrade-otTbetwecn 
patent 'length', which has now been fixed in 
TRIPS, and 'breadth' in terms of the scope 
of patent protection." Narrow patent claims 
engender' competition through follow-on 
inventions that ‘invent around' the patent. 
The Japanese system encouraged the narrow 
interpretation of patent claims for this vety 
reason. The option of following (his system 
of patent practice and procedure requires 
immediate study. 

The conditions imposed on paieni 
epp/icoit/r are defined in Article 29ofTRIPS. 
India complies with Article 29.1 through 
Section I Oof the Patents Act 1970. Section 
Id (4) (b) requires the patentee to disclose 
the 'best method of performingtheinvcntion' 
which i.s pcnnis,sible under Article 29.1 of 
TRIPS. Strict disclosure requirements are the 
very foundation of the patent system and 
ensure that .society recei ve$ prcci se knowledge 
liwut the invention in exchange for the grant 
of patent rights. India can also retain Section 
of its law under which the Patent office can 
demand information concerning (he 
appiicant'scorrespondingforei^applica(ion.s 
ai^ grants. 

Thm is also no substantive change required 
to the provisions on revocation of patents 
given in Sections 64, 65 and even 66 as the 
only requirement un^ TRIPS Articic 32 is 
that an opportunity for judicial review be 
available. There are no restrictions on the 
grounds forrevocation of patents.Therefore, 
itcun be argued that as revocation on grounds 
of public interest is not expressly prohibited 
un^TRIPS iirunder the Pan.s Con vention," 
India can thus retain the grounds of revocation 
in public interest (Section 66)." India will, 
however, have to follow Article SA of the 
Paris Convention in cases ol revocation on 
grounds of failure to woric or other abuse of 
patent nghts. In such acase the initial remedy 
is gram of compulsory licence three years 
from the date of gram ^(he patem and only 
if this does not work can proceedings for the 
revocation of a pment be instituted two years 
fnmtbegfani of the firMcompulaury licence. 
Thus Section 64<4) will have to be deleted 
in its presem form. However, Section 89 is 
cofiyntiMe with Article SA of (he Paris 
Coiivemion." Therefore, India still retains 
Che most powerful remedy of revocation in 
public inlerest in the extreme case where it 


beoomesneceasary lonaek. It mgy berecalled 
that the government of India exerciied its 
powers recently when it revoked the 
‘Agracctiu’ patemongeneticallyei^neered 
cotton. 

There are also many aspects of Article 31 
ofTRlPS on the use without the authoriiation 
of theright holder which idlow for considenMe 
flexibility in drawing up asubstantially similar 
regime of compulsory licensing and 
government use ascurrently given inChapters 
XVI and XVII of the Patents Act 1970. This 
will be dealt with in some detail below. 

Chances Required 

The most fundamental change required to 
be made to Indian patem law is on patentable 
subject matter. Article 27 of TRIPS makes 
mandatory (he availability of patents for any 
invention, irrespective whether (his relates to 
a process or a product, in all fields of 
technology, wi th only some limited exceptions. 
In complying with TRIP8 many of the 
exclusions to patenting now permitted under 
the 1970 law will have to go. India allows 
only process patents i n inventions relating to 
food, pharmaMUticals, agriculuiral chemicals 
and chemicals.-'" No patents, either for 
products or processes, are allowed in the field 
of atomic energy." The filing for product 
patents must be flowed in these areas pursuant 
to TRIPS - for pharmaceuticals and 
agricultural chemicals this must be allowed 
from January 1 1995.” and for food, 
chemicals, atomic energy (other than those 
inventions excluded on grounds of national 
security)” and for micro-organisms from 
January I, 200S.” However, it is important 
to note that process patents, including for 
micro-bioiogicat processe.s. with extension of 
rights over the products directly obtained 
from these processes, with a patent term of 
20 years and with reversal of twrden of proof 
in case of infringement, mu.st be available 
from January 1, 2000 for all fields of 
technology. 

Someextsting exclusionsfrom patentability 
on grounds of morality, public health,” 
met hods of treatment of humans and animals'" 
and biotcchnolugical inventions covering 
plant.« and anim.ils and biolagical procc5se.<: 
fortheir production” can remain on the statute 
even when inventions meet (he patentability 
criteria. Odicr exclusions that would not be 
compatible with t he application of the criteria 
ofpa(entabi[ity.''ar(hcderini(ionofinven(ion. 
would have to be amended i n order to comply 
withTRIPS.Sincetheterm 'invention'is not 
defined under TRIPS tJiere is considefable 
flexibility available in the framing of a national 
legislation. This is particularly relevant in (he 
area ofhiotechrwl^ical inventfons in order 
to exclude ‘discoveries'.” 

While plants can be excluded from 
paienling. TRIPS Article 27.3(b) n^ires 
WTO members to provide an ‘effective sm 
generis''" system for the pn/ieciion of new 
plant varieties. Since the word 'elTecti ve* has 
not been defined, considerable freedom 
remains in the framing of appropriate 
legislation on plant breedm' ri^s. In this 


ngaid It nfey te MtviMlile to Mioir the 
existing InteniatioDal cmveiitkii on the 
subject, UPOV, although this Is not itricity 
neceaaaty.'' The other point to be noted in 
this context ii that Article 27.3(b) it to be 
reviewed by the WTO TRIPS Coundl by 

1999. TherefMe It may be preferable to 
legislate on this subject brfore this review, 
even though there ii lime up to Januaiy 1, 

2000, ino(dertotdteadvanl 4 geofthe freedom 
now available and credibly defend ourpositian 
in the TRIPS Council. 

The term of protection of patents in all 
fields of technology must be 20 yean from 
the date of fil ing” (Article 33 ofTRlPS), thus 
closing the option ofdifferent terms of patem 
protection for food and drug or medicine at 
exists in the current patent law.”The longer 
term would even be applicable to all existing 
patents valid as on Januaty 1, 2000.” 

There are two m^)or differences between 
tbt rights of patentees dcTtnai in Section 48 
of the Patents Act, 1970 and those that have 
to be followed under Ankle 28 ofTRlPS. 
The Indian law gives product patenteea the 
right to prevent third parties from making, 
using, sel ling or distributing the product and 
gave the process patentees the exclusi ve right 
only of using or exercising the patented 
process. Under TRIPS the prttducl patentee 
can also prevent third parties from olTering 
for sole or importing die patented product” 
and secondly, all the rights of product patent 
holders are extended to process patentees for 
the product obtained directly fromlhe pauaued 
process, it can be argued that the right of 
im|x)rtiHiunisimpliatintherig>ttsenumeniled 
in Section 48 as it would be difficult to 
imagine what an importer would do with 
patented products if he could not sell or 
distribute them.” 

The more significant change is in the rights 
of process patentees. Theextensioiiaf rights 
over the p^uct, even where the product is 
nut in itself patentable, in conjunction with 
the reversal of the burden of proof, given in 
Article 34 of TRIPS, would considerably 
strengthen the rights of the process patoilee. 

Articic 34 of TRIPS states that Judkial 
authonties shall have the authority to order 
the defendant to prove that the procesa be 
used toobtain an kleiitkal product is different 
from the palemed process. This is a reversed 
of the harden of proof as it is normally up 
to the petitioner to adduce evidence about the 
infringement of his patent right. WTO 
members have a choice of two circumstances 
under which any identical product produced 
without the authorisation of the palM owner 
shall, in the absence of proof to the contrary, 
be deemed to have infringed the patented 
process; (a) if the prodira obtained by the 
patented process is new;” or (b) if Ibm is 
a subsiantial likelihood that the identical 
product was made by the patented process 
and die pmeni owner has hem unable ihrougli 
reasonable efTotU to determiae the process 
actually used. 

InthcscomdcaKhifclearihatlhepelilloner 
still has to adduce evidence that Iheia is a 
‘substantial likelihood' that hia pmenied 
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pnceitWMuiitdHdAttheiilKle'naoiuri^ 
effiMti’toacttnlly flml out the Mtwi ptoceu 
iiHd.hiitheiiidoiulJu(lici4riMilhoiitietwho 
would have to detennine theie terms and it 
itonly aAercontideriiigthelikeiihood aspecu 
uial there U a revcnal of the bufden of proof 
that the defendant prove he has not used the 
infringing process and the Hnal judgmem 
would be passed on the infringement case 
afterhesring both sides. However, the second 

case applies even when the product is not 
now. 

On the other hand, members who opt for 
the flnt o|Mion would be rigidly required to 
deem infringement in all cases where the 
product is new to the market and where the 
alleged infringer is unable or unwilling to 
disciose the actual process used. Paragraph 
3 of Article 34 does allay some fears as, under 
both options, the legiiimate interests of the 
defendanuinprotectingtheirmanufacturing 
or business secrets shallbe taken intoaccount 
in the adducing proof to the contrary. The 
Patents Act, 1970 has no such provision and 
in this case the preferred option would, 
perhaps, be to follow the second case.'* 
Therightsof paieniowncrs are not absolute 
as there are limited exceptions allowed in 
almost all patent laws for private non¬ 
commercial use.” These exceirtions include 
the use of the patented invention tor the 
following ptuposcs; 

• Research, experimental or teaching 
purposes, 

• For privme non-commercial purposes, 

• Preparation of medicinal mixtures 
individually according to a prescription, 

• Development activities relating to the 
obtainingof marketing approvals for generic 
drugs, or 

• PrMection of prior users' nghts.^ 

These wdl-recognisedexccpiionshavc been 

incorporated in Article 30 of TRIPS under 
broad wording which allows for limned 
exceptions so long as these do not 
‘unreasonably conflict with the normal 
exploitation of the patent and do not 
unreasonably prejudicclhclegitimateintcrests 
of the patent owner, taking into account the 
legitimate interests of third panics'. It would 
be necessary to follow the existing laws of 
developed countries and incorporate such 
exceptions in Chapter XVIII dealing with 
infringement. Some TRIPS commentators 
claim that this exception can he used to shorten 
the term of pharmaceutical product patents 
or other drastic remedies.*' However, it is 
very doubtful if thiswuuid be compatible with 
TRIPS. Others include parallel importation 
and compulsory licensing under this article 
to be doubly sure that these are exceptioas 
to patoit rights.*^ However, this seems 
uimecessaty as Articles 6, 28 and 31 of 
TRIPS ^ipear to be clear and adequate for 
these purposes. 

Oneof the most interestingquestions raised 
intheTMPSnegotitttonswasthc state setting 
limha to the absohiie rights of the patent 
owner through compulsofy licences or other 
aw cf patents wiihonf the authorisation of 
thanIghthoMrr. Generally speaking, no patent 


Uiw give* unfettered righu to patent owners 
without ileoincotpo w ting remedies for the 
abuse of patent righu or for use of paienu 
in public intereit or for other similar reasons. 
Such usemightbededi with by somccountties 
under their competition laws and by others 
under their patM laws or, as is the most 
commofi case, under both. Patent rights are 
also limited by govemmento whowish to use 
patenu for their own purposes. 

The final text of Article 31 ofTRIPS which 
deals with this wbjea laysdown no resrric/MMu 
on the gromds*' on which members could 
permit the use of patents by third parties or 
governments without the authorisation of the 
patent owner. Also, the conditions are realty 
on the actual use of the patent and not on 
r/ie grenr of compulsory licences.** Howe ver, 
in the first paibgraph of Article 27.1 it is 
clearly stated that patents shall be made 
available and patent rights shall be enjoyed 
irrespective of the place of invention, field 
of technology or whether the products are 
imported or locally produced. The last two 
sub-clauses were intended to ensure that 
compulsory licences could not be granted for 
particular sectors, such as pharmaceuticals, 
or on the sole ground of local manufacture.*’ 
Thus, licences of right for pharmaceuticaJs 
or food or compulsorylicenccsforihc working 
of the patent on grounds that the right holder 
was meeting the domestic demand solely or 
ptedorninamly by importing the patented 
invention are no lunger permissible. 

Many believe that Article 27 with the 
numerous conditions attached to Article 31 
ensured that compulsory licences can rarely 
be used in a post-TRIPS regime.*' However, 
it can be argued that the fact that there arc 
no grounds to limit the grant of compulsory 
licences make t|^ conditions fairly loose and 
this article can be used to bring aboui a 
balance between the rights of patentees and 
the interests of the public.*’ Only the 
imagination and creativity oflegal experts in 
developing countries limit the proper use of 
this article to bring in this balance.** 

What would be the single most effeciive 
ground for compulsory licensing which is 
both compatible with TRIPS and ensures that 
patented products are available at reasonable 
pnees'’ China, in its latest 1992 patent law 
has one grouad** for compulsory licences, 
viz. where any entity that is qualified to exploit 
ihc patent fails to obtain the patentee's 
auiliOT sation under "leasonable.iernis” withi n 
a “reasonable period of time”. 'The applicant 
(or a compulsory licence must furnish proof 
of inability to conclude a voluntary liceiKX 
on such terms. Such licences are to be sought 
only after 3 years from the date of gram of 
the patent and are decided on individual 
merits.*' This would be very similar to the 
automatic Itcenacof riglHsystem incorporated 
in Section 87 and 88 ofthe Patents Act 1970, 
as every qualified applicam is automatically 
entiilej^o use the pot^. The only difretence 
is that It would not be limited to any field 
of technology and there cannot be restriciioiu 
on royalty," a point dealt with later. This one 
TRIPS-cornpmible ground would appear to 


be (ufficieat to maiiK^«onpeittion in tbe 
market and keep prices reaaonaUe as well as 
ensure the local working of the pmem. 

Compatibility with the 11 clauses of Ankle 
31 ofthis and other broad grounds is set out 
in some detail below in order to clarify that 
the list is not unnecessarily restrictive. The 
/irsrrliu<re.Article3Ua)isthat auiborisaiian 
of such use shall be considered on individual 
merits’. The merits in such a case would be 
to decide before actual use whether the 
applicant isqualified”and whether the terms 
of royalty finally settled are reasonable. 
Similarly, Ihc uidividualmeiiuoracoin|iulsciy 
licence based on any ground, public 
interest, would bedefinedbylheground itielf 

The second clause. Article 3 Ub), that the 
proposed user should have made efforts to 
obtain the authorisation from the right holder <■ 
on reasonable commercial terms and 
conditions over a reasonable period of lime, 
would also be met in thiscase.Thiscondition 
IS similar to that laid down in Section SSfl) 
to (4) of Ihc Patents Act 1970 even under 
the automatic licences of right system. This 
IS only a normal commercial practice to 
approach the patent owner or his licensee and 
ni^c effons to obtain a voluntary licence. 

The roquiretnenl to ineei this clause is diiuied 
when there is a national emergency and when 
the government or a third party on behalf of 
tfic government wants to use the patent for 
public non-commercial use. More importantly 
Article 3l(k), the eleventh clause, exempts 
WTO members from this condition in cases 
where a compulsory licence is granted, after 
judicial or administrative process, to remedy 
an anli-compeuii vc pracuce. In such cases the 
condi lion limiiing exports is aJso lemoved and 
the remuneration can be limited by tbe need 
to correct the prs'.tke. India can use this 
provi sion to sa up an independent admiiust- 
rati ve body toeflecti vdy determineanctcaBtiai 
anti-competitivepracticesbypatenteesoriheir 
licensees, without of course, diserinunatiiig 
between fields of< technology, place of 
invention lu' local and imported producta. 

The third clause, Artkle 31(c) is that ’the 
scope and du'won of such.use shall be limited 
to the purpose for which ii was authorised'. 
This is not as dracor.ian as it appears if it is 
home in mii,d that in certain cases where tbe 
ground for such autbonsation is hroed. such 
as non-grant of voluni^ licences on 
reasonaMc terms or public interest, the scope 
wil I cover the comptele use of the patent a^ 
the duration may well be for the enliie lengdi 
of t he patent term. The same argumeni hcMt 
for the sevwniA cftiiue (g) that such authori¬ 
sation is liable to be terminatedif the circuiii- 
stances that led to it cease to exist and if they 
are unlikely to recur.” Even if a reqtMtt s 
made for such taminatian. it is pe rie cl^ 
TRJPS«ompatible to adeqiuady protect the 
leghiinateinicrestsoftherniiyulsoiylicenw, 
who may havetradeaconsidenU^nanm 
or preparation for using the in veaikM by tWe 
time. 

The/bnrrh c/<wsr. Ankle 31 (d) iathttgadit, 

use shdl be non-eaclusive. This 

the gov co i m ent canoot graM ceapaiMN|t. 
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liceoces lo the exclusion of even the patent 
owner.Section93(3)of the Patents Act 1970 
allows for the possibility of granting exclusive 
compulsory licences, depriving the patentee 
of all his ri^ts and revoking all licences issued 
by him. This was meant to protect the 
compulsory licensee from the patentee placing 
obstaclesin his business. But it wouldbeclear 
to anyone that exclusive licences would not 
be able to prevent this and the objective of 
collecting the abusive u se of patent monoj Hily 
can be achieved through non’Cxclu.sivc 
licences.'^ 

That the compulsory licence is non- 
ossignablecxcept with that partul the enterprise 
or goodwill that enjoys such use is the fifth 
clause, tc). This is a standard commercial 
licensing condition os it is only fair that the 
compulsory I icence docs nut become a tradable 
commodily to be sold at a profit. 

The sixth clause, (f), that such use shall 
be predominantly for the supply of the 
domestic market would appear to have u 
limited impact. With the coming into force 
of the TRIPS Agreement, patent owners of 
signiftcani products would have covered 
almost all markets and therefore, expgrts by 
acompulsory lic^see would be allowed only 
where parallel importation is allowed. It is 
ditficull to believe that the encouragement of 
such limited exports would he the sole purpose 
of any government in granting cumpul.snry 
licences.'' In any case this condil ion docs not 
apply if the compuLsory licence was granted 
to remedy an adjudicated ami-competitive 
practice. 

Even before TRIP.S, there was no patent 
law in the world where compulsory licences 
were granted without reasonable remuneration 
to the right holder, although in many cases, 
there were ceiling limits on the royalty payable. 
The eighth cUui.te (b) speaks of 'adequate 
remuneration taking into account the 
circumstances of each case and the economic 
value of the authori.sation'. The interpretation 
of these terms has to be left to national 
authorities, and signiriconily not neces.sarily 
tocouitsoflaw. All dccision.s on remuneration 
will bg subject to an independent review 
within the country, according to ihe tenth 
clause, (j). Each country could interpret what 
IS adequate, taking into account the 
circumstances, as. for instance, in the case 
of life saving drugs, it would be necessary 
to ensure that the compulsory licensee does 
not rake in abnormal profits by charging 
excessively high prices, while paying low 
remuneration to the right hol^r. For 
instance, if the patented product was a 
medicine that was subject to price control 
then the economic value of the compulsory 
licence may be quite low. As noted earlier, 
this condition of adequate remuneration docs 
not apply to compulsory licences granted to 
lemmly an adjudicate anti-competitive 
practice as this can be left to Ihe compelem 
authorities to determine. 

That the decision to authorise such use 
should be subject to review by a higher 
authority is themnr/i rlmue. (i) and is accepted 
uiiivenally, including in the current Indian 
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potent law. h is iittemtiiig that it is only file 
/ego/ valiiHty at any dediUan relating to the 
authorisation that is sutqect to such review 
and not the grounds for such authorisation. 
That too such a review need not be by a 
judicial authority but by an independent 
distinct higher authority. This power could 
well be vested with an independent 
administraiiVe authority, thus ensuringspeedy 
administration of justice and fair play. 

There is a separate provision on dependent 
patents'" given in Article 31(1),Ihe last clause. 
Section Mofthe Patents Act 1970 deals and 
lays down that in order to be eligible for the 
grant of suchampulsary licences, the second 
invention had to make ‘a substantial 
contribution to the establishment nr 
development of commercial or industrial 
activities in India’. The TRIPS text narrowly 
restricts the use of such licences to cases 
where the second patent involved ‘on important 
technical advance of considerable economic 
signincaiKc’. However, this can beinicrpreted 
os beingofcoasidcrablceconomic significance 
tolndia Os'cnill, considering thaitheobjective 
of the patent law is encouragement of 
innovation and not industrial development 
perse, for which there are other instruments, 
the TRIPS text should not be unaccepiuble. 
The clause that any compulsory licences fur 
dependent patents would necessarily entail 
cross licensing, where the second patent would 
have to allow the first patent owner a licence 
ttHi, i s jl ready incorporated i n Section 96(2K i) 
of the Pateni.s Act 1970. 

It sh.kuld be noted that there would be a 
considerable gain over the current situation 
fur patentees even if India were lo use 
compulsory licensing, as they would obtain 
reasonable royalties Irnm domestic users fur 
Ihe use of their inventions. Domestic users, 
on the other hand, would still have access to 
important patented products and processes, 
even if at a price. As noted above there can 
be a number of grounds for compulsory 
licences or government use of patents, some 
ol which are described in Correa (1994). In 
spile of this, forthe sakeof clarity, coherence 
and legal certainly, both for the right holder 
as well as Ihe potential licensee, it is better 
to make the grounds for grant of compulsory 
licences simple and clear, thus achieving the 
policy objectives, withoui cluttering the text 
with innumerable, duplicative grounds. 

In addition to compulsory licences luid 
other use withoui the authorisation of therighi 
holder, WTO members are also allowed 
through Article 40 of TRIPS, to adopt 
legislative mcasurestocontrol anti-competitive. 

I icensing practices engaged in by intellectual 
propeny right holders such as exclusive 
graniback conditions. Section 140 of the 
Patents Act, 1970 already makes it illegal to 
insert certain restrictive clauses in patent 
licences. This would be the right opportunity 
to develop this further and integrate it into 
a well sinictured competition biw. in the light 
of the jurisprudence in this country and 
elsewhere. 

It must be pointed out that existing 
administrative price control regimes, such as 
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M Dnig FHce<:on6«l Owdif. 
compatible wRh the TRIPS AgteemeM’i 
would be yet mother letneily avaUeiilf 
government to keep the prices of paun 
articles reasonable. 

in order to encourage domestic innoval 
several developing and developed counti 
have a system of utility models or 'pr 
patents’. Such patemsare generally availa 
forsmull. innovativeimprovemenu altiioi 
the duration of protection i s typically shor 
The TRIPS Agreement leaves memben f 
to introduce such legislation as there are 
specific rules on this subject. India sho 
consider this option seriously os thir 
considered to be the first step towards 
ctTectiveuscofthe patent system for doma 
innovation. 

Thus, it is clear from the above anal: 
that even in the case of patents, there 
already areas of compliance and there 
considerable scope for retaining a balai 
between public interest and pri vote intellect 
property rights in any future regime of pata 
while complying fully with the TR] 
Agreement. There is a strong case 
empowering an independent administrat 
aulhoniy with appellate powers on matt 
relating to use without the authorisation 
the right holder. 

TiSIING ur tMPLBMeNTATION 

The provisions of the TRIPS Agreem 
ore lobe implemented in phases by develop 
developing, least developed countries : 
economics in transition. Further, there is so 
dincremial phasing in forprovisions relat 
to certain fields uf technology which w> 
earlier exempt from product pater 
Developed country members got a gene 
period nfonc-year.ic. up to January I, II 
lo hringllieirdomestic legislations in line w 
ihcTRIPS Agreement.'’ Dcvelopingcour 
members urc entitled to delay implemcntat' 
of the Agreement for a further period of b 
years, i e up to January 1,2(XX).'* Howc'. 
all member.s would have lo impleinent 
provisions on national treatment and me 
favoured nation treaiment by January 
1996.” 

Aiticle6S.4alTRIPSfurtherprovidesl 
developing countries, which do not exic 
product, (lalcm protection to certain areu 
technology a.s on January 1,1993 may av 
of an additional period of five years in on 
to apply the provision.^ of this Agreeme 
This means that for those countries which 
not provide product patent protection for, 
example, food, chemicBls and phannaceutic 
as on January I. 1995 would be obliged 
do so only by January 1, 2(X)S. 

As we have seen, this additional peri 
relates toonly applications for product prie 
for food, chemicals, pharmaceutica 
agricultural chemicals, microorganiimst 
atomic energy relating to Sectioiu 4 aiM 
of the existing Patents Act, 1970. All ol 
amendments to the Patents Act 1970 sti 
as other cxceplioiu lo patciiiabiUly, nr 
discrimination, rights of patcitt hokto, > 
without authorisation, reversal of burden 
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tnofa^ tlietKiii of patent wilt all haveto 
^pql Into plaoe by January 1.2000. Thus, 
India Has only another two years or so to 
amend ita existing inicllectual property 
laws, such as on patents, trademarks, and 
trade lecreii or inirrtduee new intellectual 
property laws such a-s on layout-designs 
for integrated circuits or geographical indi¬ 
cations, in compliance with her TRIPS 
obligations. 

Moreover, notwithstanding the 10-year 
transition period under Aiticle 6S.4, Article 

70.8 brings in an obligation for new inventions 
made in the field of pharmaceuticals and 
agricultural chemical products. It obliges all 
those countries that do not provide product 
patents as on January 1,1995 in accordance 
with Article 27 for these .sectors, to provide 
a means for the acceptance of applications 
forpioductpatentsby January 1,1995. When 
the provisions of the TRIPS Agreement in 
respect of these sectors are made applicable 
to the coumry. such applications must be 
examined according to the cntcria laid down 
tn the Agreement and product piuent pnilection 
provided from the date of grant of the patent 
for the remainder ol'thc 20-year patent term, 
counted from the date of tiling of the 
application. In the meantime, according lo 
Aiticle 70,9, during the transition penial, 
exclusive marketing rights (EMKsi ate to he 
granted for a perittd of five years from the 
dale of obtaining markeiin g approval in that 
country or until a product i>alent is granted 
or rejected, whichever periiul is shorter, 
provided that the following conditions are 
fulfilled by such a patent applicant subsequent 
to January I, 1995: 

(a) A patent application has been filed in 
India: 

(b) ApatcnigranicdforthepnKhictinanoiher 
VTTO member country; 

(c) Maikelingupprovalobiuinedmsuchoihcr 
WTO member country; and 

(d) Marketing approval obtained in India. 

Thus, there aieiwodistmcilydincrcnt routes 

available to countries that do not piovide 
product patents for pharmaceuticals and 
agricultural chemicals; 

* amend the law lo introduce such priHluct 
patents, or 

• wail up to January 1, 2005 to amend the 
law and ensure itw grant ol EMRs based 
on patents and market ing approvals grunted 
in other WTO member countries. 

It is well known that the industrial sectors 
most sensitive to patent protection arc 

phaimaceuticalsand specialised chemicals 

However, unlike other p;iteiiied products, 
new pharmaceuticals and agricultural 
chemicalft have to undergo extensive testing 
on animals and humans bclorc being given 
marketing approvals. It has been esiimuicd 
that in the US the average time taken by the 
USI^deral Drug Administration (FDA) was 

about 10 years from the date of filing the 
pnem applicatiom, thus ciuting down the 
efibetive pateol life of patentable produrts' 
TWtpaiMhaa been halved after l992“-and 
the FDA Is moving toward.s further 
a tteant Unin gofthesystem. Thus, in the future. 


then may well becaseswheresuch approvals 
would take a much shorter period. The 
proposal as incorporated in Article 70.R and 

70.9 was to give effective protection for 
pharmaceutical and agricultural chemical 
products right from the date of entry into 
force of the TRIPS Agreemem, vir.. January 
I, 1995 itself.*' As long as there are no 
applications for the grant of EMRs before 
January 1,2000, the effect of amending the 
Patents Act. 1970 to incorporate product 
patents for pharmaceuticals and agricultural 
chemicals with effect from January 1. 1995 
would havebeenexacilyidentical to following 
the five-year EMR route. This is because. 

realistically speaking.givcnlbcfourcimdiiions 
to be fulflllod, very few ca-scs will come up 
for grant of EMRs bciore even 2(Xl5 but the 
provision of a five-year EMR term ensures 
that those few cases arc effectively protected. 
Further, the principal right of a product 
patentee is the exclusive right to sqll the 
patented product. The other patent rights of 
making or using the product would be 
important in the case ofintennediatc products 
or components but not in the ease of final 
pharmaceutical or agricultural chemical 
products. 

It should be notetl that the TRIPS EMR 
has no legal precedent anywhere in the world. 
Almost all developing countries to whom 
Article 70.8 applied, such as Turkey. Brazil. 
Argentina and other Latin American and 
southeast Asiancountrics, have opted instead 
to introduce product patents by amending 
their patent laws. The EMR route cause.s 
many legal complexities nece.ssitating the 
interpretation of many grey areas such as the 
separate processing of product and proces.s 
claimsforthcsamcinvcniion.allowingInJian 
inventorsEMRsonthebasisof protess patents 
only without violation of national treatment 
clause, grant of EMRs forpaicniapplicaiiuns 
on which patents could he rejected later, 
compulsory licensing, revocation.etc. There 
are also questions of how to modi fy existing 
provisionsof patent lawto.suiliheirapplicaU on 
to EMRs. Moreover, even if, for argument's 
sake, none of this was valid, EMRs arc at 
least equivalent to patents and delaying 
legislation on product patents, lor another 
five years after allowing the tiling of patent 
applications, would neither benefit Indian 
industry nor consumers.** 

Government of India, however, upon the 
advice of 11 pateni experts.*'felt it necessary 
lo legislate for this purpose but failed to p^s 
ihcPatenis Amendment Bill. 1995 to provide 
lor a ‘mailbox’** lo accept product patent 
applications and to examine and grant EM Rs. 
In trying to follow the EMR route and yet 
maintain a balance between public interest 
and pn vale nghts. i hcdrallers of the proposed 
legislation incorporated many measures such 
as compulsory licensing, pre-examination of 
patent applicaliong against Sections 3 and 4, 
special routefor Indian applicants, etc.*'Given 
the wordingofthcTRIPS text in Articles 7a8. 
and 70.9, there may he stronger grounds ta| 
question these measures than Ibose that can 
be taken for patents under Articles 30, 31, 


32 dr 40.** inaddition.lbede6mbon of ‘drug 
or medicine' given in the current Patents Act 
1970, a broad definition whose original 
purpose was to maximise exclusions, was 
adopted in Ihe Bill. This may enable many 
intermediate chemical and biotechnological 
product inventions to get aivcred.*" 

The US and the European Union have 
taken India to the WTO dispute settlement 
mechanism for violation of Article 70.8 and 

70.9 of TRIPS. The WTO panel has ruled 
that Indiahas failed toestablish a mechmism 
in respect of obligations for product patents 
relating to pharmaceuticals and agricultural 
chemicals. The conclusion of the Panel as 
giveninparaK. I of^tsrepoil isicproduoedbeiow". 

India hat not complied with its oMigations 
under Article 70.8ta) and in the alumuuive. 
paragraphs I and2ofAnH;tc63oftheTRIPS 
Agreement, because it has failed toestablish 
amechanismthaiadcquatelypreservesnovelty • 
and priority in respect of applicatiofts for 
product patents in respect of piurmaceulical 
and agncullural chemical inventioiis during 
the transitional period lo which it it entitled 
under Article 65 of the Agreement and to 
publish and notify adequately information 

about such mechanism: and dot India Has not 

complied with us obligations under Article 

70 9 of I he TR IPS Agreemem. because rthas 

failed to establish a system for the grant of 
exclusive marketing rights. 

The only immediate obligation that India 
accepted before the WTO Panel was to 
accept product patent applications in 
pharmaceuticals and agricultural chemicals 
from January I. 1995. India argued that 
applications for product patents in | 

pharmaceuticals and agricultural chemicals j 

could be accepted under Section 6 of the 
PaientsAa I97C. which allowstheaccepiance 
of appi ications for a patent foronyinvmifoR. 

It is only upon examination later that it is » 

determined whether the invent km is pmeotaHe 
or not under Sect ion 5. Further, afterthe lapse 
of the Ordinance in March 1995, 
ad mi nisirativeinstructions had been issued lo 
pateni offices to cominiic to receive pauai 
applications and to store them separately fisr 
processing when such products became 
patentable under I .Jian law. However, iw 
evidence .'Hild be produced to this efleci 
before Ihe WTO Panel except for a ie|4y 

madein August 19%toaLokSdbhat|ueitkni 
that 893 patent applicauoiu had beM teoei- 
ved in the field of 'drag or mediciBe' up 
July 15. 1996 and would be taken up for 
examination after January 1.2005 at per the 
WTO Agreemem. While the WTOPtnel baa 
clarified that it is up to India to deckle how 
to implemcni its oMigations, there should be 
legal security that the novchy and prionty 
rightsof patent applKaMs undm Arti^ 70.1 
are preserved until the patent lawuanieade^ 
to gram such ptfenu. More impoftamly. ihe 
Paiwl has ruled ihM Indiais oHiged loemihlhfe 
a system for the givH of EMRs *at aiy tiMk - \ 
after the entry imo foicc of Ihe ■ 

Agreemem'.The US haddajmedllMhdMt 
one applicam had obutned paewti Ml 
rnaritedngapprovriselaewlieieaMUMmbflf 

V .' '"V 
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Id file for merkeiing ^>pn>vai ifl India. 
However, iome steps wmild have had to be 
taken to comply with Article 70.8, if only to 
widely publicise Ihecunenl legal provisions 
inordertoaccept all valid patent apidications 
for product inventions in these sectors from 
Janua^ I, I99S. 

India has decided to appeal against this 
luling” This appeal can only be limited to 
issues of law coveted in the panel tepoti and 
legal interpretations develop by the panel. 
Indeed, there is no dispute on iIk facts but 
the legal interpretation made by the Panel, 
the first to adjudicate a dispute under the 
TRIPS Agreement, has serious lamifications 
for the future and need to be stnick down. 
In paia7.18 the Panel states "In our view good 
faith intoptctalion (of thcTRIPS Agremneni) 
requires the protection of legitimate 
expectations derived from the protection of 
in^leciual propeity rights provided forin the 
Agreement'. If India loses the appeal, she will 
have to either comply with the WTO ruling 
or htcc any trade sanctions that the petitioning 
patties may seek fiom the WTO Dispute 
Settlement Body. 

Some of the llllPS-legal options open to 
India in respect of Article 70.8 and 70.9 of 
TRIPS are: 

> Do nothing till the WTO di.spute is settled 
and there is aclear direction from the WTO 
after which the options can be weighed; 
this may be politically convenient but would 
entail only further loss of lime and may 
possibly close some options. The panel 
report, which is already available with the 
goveinmeni, should guide this decision; 

• Reintroduce the Patents Amendment Bill 
as it was drafted:'” this has the advantage 
of administrative ease but would create 
legal uncettainty as explained above: 

> Inlioduceatevis^ Bill settingout'mailbox' 
as well as EMR provisions as laid down 
inTRIPS, wit bom any embellishments that 
are TRIPS-inconsistem; here there is the 
dangerof blindly following patents gnuited 
elsewhere and of not maintaining the 
nequi ted babnee bet ween puMic and private 
interest: 

• Introduce a levised Bill only setting out 
India's immediate obligation of ‘ mailbox'; 
and specifically preserving the right of 
priori^ and no vel^ of the patem applicants 
white clarifying to the WTO members that 
India is examining the options between 
EMRs and patents: this has Che advantage 
of simpliciiy but would only postpone the 
choice between EM Rsand patents foronly 
a thtie while longer, necessitalinglegislative 
action again: or alternatively, take 
administrative action and issue a public 
nolificalion from the patent office of the 
acceptance of the relevant product patent 
apidications and the preservation of the 
rights of novehy and priority.” 

in addition to atfliering to Article 70.8 and 
70.9 of TRIPS, it would be necessary to 
simultaneously begin serious work on a 
com p rehensive am^menl of the Patenu 
Act 1970” to be put into place by January 
I, 2000, by either choosihg to 


(I) exclude llie pravisloa of product pateacs 
' for food, pharmaceuticals, agricultural 
cbeinicait, othcrchemicals, micRvorganiimt 
and atomic energy for which the patent law 
could be amended by January 1,2005 while 
providingforEMRs forphaniuceuticaU and 
agriculluial chemicals; or 
< 2) be in full compliance of TRIPS for all 
sectoti i n a one-ti me amendment to the patent 
law. 

In making a choice between these two 
options it must be bonie in mind that; 

• Ahhough there are sectors such as food, 
chemicals, micto-otganlsmt and atomic 
energy (other than inventions relating to 
national security) for which product ptfents 
need to be inlr^uccd only by January I, 
2005, in all these cases strong process 
patents from January 1,2000 would give 
effective protection to the ensuing products. 
Moreover.someofihemostsensiliveareas 
for Indian industry are pharmaceuticals 
and agricultural chemicals and product 
patent applications for these are already to 
be accepted from Januaty I, 1995. 

• If many chemicaiandbiotechnological in¬ 
ventions can doimtobeclassilied as pharma¬ 
ceuticals and agricultural chemieds,” the 
number of inventions being excluded for 
a ftirther period of five years may not be 
a significant factor so as to require 
duplicating the legislati ve process to amend 
the patent law again by January 1,2005. 

• There is no practical difference between 
following the EMR route or the patent 
route for pharmaceutical and agricultural 
chemicals exeqM that legally the EMR 
route is more complex, less amenable to 
incorporating a balance in terms of public 
interests than the patents route” and would 
involve duplication in legislative effort, 
without any practical gain. 

• Inexaminingandgrantingproduapatenis, 
the patent office has an opponunity to 
examine the criteria of patentability 
independently of any decision taken in 
other jurisdictions unlike in the EMR case 
where the decision of the patent offices of 
other WTO members will have to be 
accepted lilt the patent application is 
examined ai^ acc^ed or rejected.’" 

• Full compliance with TRIPS by bringing 
forward the date of full compliance by five 
years could, perhaps, be uiwd to extract 
other much desirkl concessions from 
important WTO membeis. and lastly 

• Pull compliance with TRIPS would be a 
fuither step in libcralis^ion and in legal 
irahsparcncy, important for attracting 
foreign investmem, thus enhancing India's 
credibility in multilateral economic fora. 
This paper has attempted to set out the 

options open (o India in imptementing TRIPS, 
pwticularly the provisions lelaling to patents. 
India has only two years or so to legislate on 
most of the provisioiM of TRIPS, whatever 
option is taken. India airdidy has a tong 
i^islative history and jurisprudence in the 
protection of intellectual property and even 
in the cotttroversial area of pMcnts, ihereaic 
already prams of convergence with TRIPS. 


In order to uiethdfMbittiy 
TRIPS Agraemeitt it may be beterWdptliBr 
acomprehenaive one-time a m endmeatUHhe 
patent law, while Mly tafegupidlng national 
Interest. Theim m edlialc t ask befoidttieintliart* 


government is to make the a cc eptance of 
product patent appiteatjonsinphamwceuticslt 
tmdagrirolniml chemi c al s leg ri sBdtrsiaperent 
and then begin the more comprehensive 
legislativeexeicises. Given the timecaniinint 
in complying with a majority of the TRIPS 
provisions within two years or so, it would 
seem prudem to not lose sny more time and 
begin the process of weighing all the options 
open to India immediately. 


Notea 

[The view* expressed in Uiis pnper are peisonal, 
based on publidy avaiiable material and do not 
in any way implicate the gov enu n en t of India or 
any other oiganisai^ or bistitulion with which 
the author is associated.] 

1 See ReichinaD(199S) who acknowledges the 
achievements of developing country 
negotiators ‘who have built numerous 
so^uaids and escape hatchet into the TRIPS 
Agreement'. 

2 See Anand (1991). 

3 This paper does not comment on the fears 
expressed by commentators on the 
implications of the TRIPS A gi e eni ent on 
pharmaceutical prices andcoasumen’welftre, 
prices of seeds a^plantvarieties,blodiveisity, 
patenting of life forms, etc. However, the 
author has done tome work on the firet issue. 
See Wocol (1996) in which the nudorfindiags 
are that pharmaceutical prices of potenied 
products (cuncntly 10 pm cent of the total 
pharmaceutical market) would rise by about 
50 per cent while weirire losics ore likely 
to be in the range of S33 million per annum 
(ie, 3 percentof total pharmaceutical sales). 

4 Hie term 'related riots' covets rights of 
perfatmers. ptoducen of sound recordings 
and broadcasting orsanisations. 

5 Includes service wans. 

6 Includes appellations of origin. 

7 The section on patents inclu^ a provision 
for plant variety protection. However, 
inleretlii^ly Article 1.2 of TRIPS which 
defuies ‘in^leetual property' at lefetiing to 
all c a tegories of intellectual property ihM are 
the subject of Scctiom I through 7 can be 
inl er pre l ed to exclude plant variety proiectinn 
as the subject of section 3 is puirnti. 

8 This term includes trade secrets and tell data 

9 Article i.i of TRIPS: ‘...meinben stMlI be 
free ut determine the appropriate method of 
impleiianiinftiiepn>vUiamardiiiA|neniuni 
wuhin their own legal tyiaem and pnctice'. 

10 Abo ame n dnieoti to 'Oonveniion Conmy' 
clautet in cxisung tniellectuil p roperty Ibm 
are leqinicd to compty svith die'TRire chnet 
oil nsitional ticauiKm and most-favoiucd- 
nalion tteatnient. 

11 This appeals to be the ease even in Bwope. 
porticiilariy in Germany. See Rudolf Kramer's 
‘The Protection of Tmde Secicit in the TRIPs 
Agieemeni' in Bcier and Scfaricker fnds) 
(1996). pp 216-25. 

12 According to Aitide 24.9 of TRIPS there is 
no obligaiioti on the pan of any WTO member 
to protect geographical indicaidone which are 
not pfotecM or ceaie to be ptotocted In their 

13 AttetoworSEubRwyRot^ 

the Indtao Copyright I9S7, aa am eoded 
from lime to dme. offcnd one of dw highwt 
leveb of protecdoii bi dte swMhL Sane of 



6cillldlld« ilUtt |||0 ^***^ **i ft n in 
iTdwwin, of copyri^rZ^ 
riftiii for compHier programmet, 
niim and toimd ^cotdinR; 
■^teiAidoa or Chapter Villon (he Ri^ 
of Breodcniling Organitalioni ana of 


14 SeeJoaephStrauig.'lroplifationi of the TRIPS 
Agnoment in the Field of Potent Uw' in 

Beler and Shrlcker («!») (19%). pp 160 - 21.1 

15 Or even 'depth' or ‘hetgbi’ Thm ii von 
theoieUcal work available on ihii tubjeci of 

which Klemperer (1990) is but one exunple. 

16 Thlaiitheiiile(pretaUoiiofConea( 1994 )but 

Stwuti, i n Bder and Schricker (ed») (1996) 

itteipteti ground* for revocalion to be otriclly 

litnited to the Pori* Ankle 5 A. 

17 Article 2.1 of TRIPS require* WTO mernben 

to comply with Ankle* I through 12. and 
Article 19 of the 1967 Stockholm Act of the 
Pari* Convention for the Protection of 
iMhulria] Property. India is one of the few 

developing countries that are not yet a member 

of this Cmventkjn. 

18 This i* the imerptetatioa given in Budenhauien 
(1968) in his commentary on the Paris 
Convention and also in a reccm (Dnxmbn 
5, 1995) decision of the German Federal 
Supreme Coun cited in footnote 188 on p 
204 of Bcier and Schricker (eds)( 1996) Thn 
may be a controversial mtcrptetalion in that 
it is likely lobe oppoi^ in the WTO. However, 
given the clear wording of the TRIPS text and 
given the intetprmaiion of Article .^A by 
Bodenhausen. India would be on fairly strong 
grounds. 

19 One of the diHiculties faced by the author in 
comparing the Paienu Act 1970 to the TRIPS 
Agreement was that the same subject matter 
has been dealt with repetitively and in some 
cases difietently in diFTerem sections of the 
patou taw. The TRIPS Agreement provides 
•hidia with the oppoitunity to rewrite the 
proenl low m a cIcm’ and coherent manner, 
without uimcccssoiy repetition. 

20 Section S(a) exclude substances relating to 
food, ‘medkineordfug'.ie.phannaceuticals 
and agricultural chemicals and Section 5(bl 
exdu^ substances produced by chemical 
processes and makes clear that only claims 
for method* or ptoeexse* of inanufaclure are 
paientable. 

21 S^M 4 of Patents Act 1970 

22 Altide 6S.4 allows developing countries lo 
delay the extension of product patents to 
areas not so coveted by the date of applicm ion 
of TRIPS by a period of ten years. However. 
Article 70.8 of TRIPS, overrules the 
liansitiaMl ptosrisiom of Aiticfe 65.4 and 
ofaiiget Ibeacceplanra of the filuig of product 
poMM applications in pharmaceulicals and 
agriculluni chemicals from January 1.199.<> 
with 70.8 this transition period for 
pbarmoceutkals and agricultural chemicals IS 
CM back lo aero as not even a day’s iransitKMi 
hat been allowed for them. In addition, 
umler Article 70.9 exclusive morkctuig nghu 
lor a period of five yean or up to the grant 
or rejection of a patent have to be made 
avoilabfe, on denwnd, if certain condiiions 
ate met. Thoe issues are dealt with later in 
this 


WgM HIWR. 

li This exception it aUowod m oicneial under 
ArtfekTSofTRIPSasaMcmbcrit allowed 
to take any action it considers necessary for 
the pratection of Us essential secuniy interests 

in niaUan. Infer titm, to fissionahle and 

!4 Uw foliow* horn Ankle 65 4 U must he 
noied that whete the chemkal substances or 
micro*organitmt can be classified as 


pharmnoaatieali or amricttltiinl efaenicals. 
ie, if they ate InienM for such final or 
iniermeafiate me or ore involved in the 
moffiifacturing process, filing for product 
potemt etfl take place from January I, 1995. 
Since appheatioat fifed under Ankle 70.8 
are not n^uiied to be examined there uareal 
pouifaUity that vay few product invcniionx 
teiatilig to chenucali or cmcro-organitms 
wiHild really have to wait until January 1. 
2003. 

25 Section 3(b) of Patents Act. 1970 allows the 
exetuMon of ‘on invention the primary or 
intended use of which wmild be coturaiy to 
low or monliiy or injurious to public health’. 
TRIPS Ankle 27.2 allows the exclusion of 
inventions whose commercial exploitaiion 
must be pre v en t ed to protect ‘nrdn publit 
or morality, including lo protect human, 
animal or ptani life and bedth or to ovoid 
senous prejudice to the enviroiuiienl, provided 
that sucnexchision IS not made merely becauK 
iIk explollalion is prohibited by law’ There 
ore nuanced difleiences but the spinl behind 
the concept it similar in both cases and 
adopting me TRIPS text should not create 
any tubtlanlive ptobkm. 

26 Seimon.Ri) of the Patents Act is broader than 
Ankle 27.3(a) of TRIK in that the former 
inclndes ireauneni of plants and includes 
treatment to increase dte economic value of 
plants and animats and that of their products 
Alto, Section 3(h) excludes a method of 
agriculture or honiculiuff, which is cenoiniy 
not part of TRIPS ArUck 27.3(a). 

27 There it no such specific exclusion for 
biotechnological inventions in the Patents 
Act. 1970 but Section 2(j) limits the term 
‘mvention’ lo on. process, method or manner 
of inanufaclure: machine, apparatus or other 
article: and substance produced by 
manufaciure.'thusiinpliciilyexcludingplanit. 
animals or btologiual piwesscs for their 
tnanufaclure. 

28 Those not compatible with the cniena of 
patemobiliiy would include 3(d) and (g) as 
these could be new, non-ohvious and involve 
an inventive step. Those that could be 
compatible ore piotubly section 3(a) and 3(0 
os these invenlioiis would not be oseful or 
industrially opplkabk, 3(e) and (0 as these 
invenbons would be obvious and would not 
involve any inventive step. But this would 
have to be further studied by legal experts 
as it could be argued that Section 3 defines 
'invention' and not 'polcnlabilily'. 

29 Sec Correa (1994) and Strauss in Bcier and 
Schricker (eds) (1996). 

30 Meaning ‘one of its kind'. 

.31 Passions run high on this subject in India 
on account of the 'neem' controversy 
blurring the fact that UPOV 1978 gives con¬ 
siderable freedom lo its members and 
Indu would gam uueriialiaiuU credibility os 
well os safeguard notional interest were she 
to join UPOV 1978. 

32 This term was adopted in the TRIPS 
negotiations tven while levenl developing 
countries includinf the US. Japan. Austmlia 
and New Zealand hod diffetem patent tenns 
in their own national fegulalums. 

33 Section53(l)oflhePaieiitsAct. I970provide* 
an effective paiem term of seven years from 
the dale of the parent for process parents 
relalin| to food, thug or nredkine and 14 
yean mr all other potent*. 

34 This follows from Ankle 70 on the Protection 
of Existmi Subject Matter. 

35 The exclusive right of importation is bmred 
by the counlry's regime on pumllet imports. 
wbKh it left to each Member to decide a* 
per Aiticfe 6 (see foolnoM 6 of TRIPS). The 


bnpIkatioM of iMlfMhii a Rghae of pMiUel 
impart* under dre Imfian PmeM Low need* 
to be studied carefully as Ihfe could at best 
have a mar^oal impact la e aa b hn g ladu to 
reduce prices thrpagb imports from cheaper 
countries, while induciiig worldwide pairnt 
ownen or their Kcenseet fo mamUBB high 
paces m all markets. 

36 Indeed. Section 95(2) of the PateiMs Act 1970 
which sets out the terms and eomhlioos of 
compulsory licences makes it clear that 
importation of the ‘patented article or 
subtlaiice mode by a p a lem e d process’ is not 
allowed to such Ikemees St it could sonstitiire 
infnngement of the patcMee's rights. 

37 It IS most likely that 'new' is aid here in 
the sense of being new to the market and not 
'new' as in .'titkfe 27.1 of TRIPS. 

38 Joseph Strauss in Bcier and Schricker (edti 
(1996) advocates that coimlriet adoptme ihn 
provision for the first time choose 'he first 
option os it IS i^pnfinod strictly tom wprodoett. 
However, since ihete is no discrctioa left to 
the judge m the first op'iaa, the second case 
seems preferabk- 

39 As diEimcl from goveimnem authorised use. 
whtcli is dealt with la Article 31 of TRIPS. 

40 The term 'prior user’ denotes a tirird p«ly 
who had already started lo use, or bad 
undertaken serious preparatory acts to ose, 
the invention before the wplictUioB for parent 
was fifed nr was puMisn^ 

41 See Wcistiunn (1996). 

42 Sec Correa 11994) 

43 An exception has been made (or temi- 
conductoricchnology which can ha subjected 
to (vmpulsory lieences only on two groandt; 
public non-cofnniercial use and at a lanedy 
fur adjudicated ami-competitive pracriccs. 
.Ankle 17 2 of TRIPS jso suhj^ these 
licences to the II conditions set out in 
Article 31. 

44 This distinction hot not been jmd OTt nod by 
some commcniaioci (see Conea 1994] who 
have presumed that Aiticfe 31 lirttcaadilians 
for die grant of compulsory tkenoe*. 

45 Tliere hiLs, however, been aiwther inter- ' 
preioiion of ihts proviso, vix. that it only 
prohibits discrimination in compaltory 
licensing between imported or locally 
produced products and that if c ompid t ory 
iiceiices are granted oo both careg a ries of 
products ihm is no cootradictioa with 
Aitkle27.l. See C^mea (1994) and Soolh 
Centre (1995). This propotitiaa may not be 
meanmgfiil if the ground for grant it iltcif 
local wucking. In any case even rnmruilioty 
woifciof of parents it usmdly qnhBAed Iv 
justifications foi non-working on legal, 
com mci«. ial or rechnical groandt mnl it umiM 
be extremely difficiih lo facce paenrees to 
work their parents. Even the Pareire Act 1970 
has such provisions in Secliaa 91. 

46 These views have been advocatod by toe US 
Pharmaceutical and Reaeanh Aandahan to 
their ‘lodaury l^file. 1997* and (tod 
Rikciion in Robert Sh er wood (1995) and 
Primo Braga (1996). 

47 See Sooth CUM (1995). RektooM (1999) 
and WeummaK I9W) wboaboiefiectstaaBto 
views. 

48 TRIPS ilxeir gives gei dmio e at Aitick 7 af 
TRIPS lays down the objective* of dm 
agreement and stares that toe p ro ts et ioa of 
haellectual property thoaid cnaitibare *Jto 


in a manner coodacive to social aadc 
wdfaie. and to toe bafenoe of i^)ai told 
obligatioat’. Mote i ia potiaa tl y Arilahf.t 
petmtitaicmbctsToadoptiiaaaaeato—aty- 
to protect public healto aito aagWuiigMlda 
promoietoepabiici 
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iqqxHiancc to their locio-etioiiomic end 
technological development'. It la 
ncknowlejpd that apptopriau meamrei may 
be neccsiory ‘to prevent the obuke of 
intellectual propcity righta by right hokfeia 
or the leaoft to practices, which umeoaonably 
reatrain trade or adversely affect the 
inlematinnaltmnsiieToftechnology'.Of course 
all these steps are lobe taken conaiatent with 
the proviaioiisofTRlPS.Cafica(l994)givci 
ago^ accountof some of the possible groimda 
for the grant of con^lsory licences. 

49 Compultoiy licencea aie also available in 
China on grounds of national or other 
emergencies, public inlncst or in the cose of 
dependent patents. 

50 See Hill and Evans (199.^-94). 

51 Section 88<.5l of the Patents Act 1970 laid 
down a royalty limit of 4 per cent of ihe ex- 
factory wbrlcsolc price, net of taxes and 
commissions. 

52 Muchhosbeensaidonthcrightholdcrkeeping 
the know-how secret. Hdw^er. with stnctly 
enforced disclosure requirements, skilled 
persons in India could, given some time, be 
capable of successful levcrsc engincenng in 
mnnycases. Thisauumctccrtainqiialiiicalions 
in the applicant, including the capacity to 
invest, which needs to be verified by the 
national aulhonties. 

53 It it to be noted that the ground of non-grant 
of voluntaiy licences or pubitc mierest will 
be invalid or cease to exist only if a voluntary 
licence is given on terms acceptable to the 
licensee or the public mterest consideration 
no longer extsts. 

54 It It ironical that this was one of the major 
demands of developing countries in tbe- 
negoualiont on the revision of the Pant 
Convention and that eventually the break 
down of that process on. mteruUa. this point 
led to TRIP*!. 

55 Section 90(aXiii) of the Patents Act 197(1 
defines ihit as one of the circumstances where 
reosonahle icquirements of the public oie 
deemed not to be satisfied. 

56 The phenomena of dependent patents aic 
common in the chemical sector whete newly 
invented processes oflen conflict with an oldn 
patent claim. Compulsory licences for depen¬ 
dent patents are a wtell-«tablished route ad¬ 
opted the world over to resolve such conflicts. 

57 Airaclc65.lofTRIPSprovidesthainomemher 
is obliged to apply the provisions of Ihe 
Agreement before January I. 1996. Contrary 
to popular bdtef developed counines. includ¬ 
ing die US, also ncerM to change certain 
aspects of Ihcrr inlrllectual property laws. 

58 Article 65.2 of TRIPS. 

59 Anicle 66 gives a period of 11 years, i e. 
January I, iD06 for leastdeveloped countries 
to apply the provisions of the TRIPS 
Agreement other than national incaimenl and 
m f n. which will have to be applied from 
January I. 1996 as for all other members of 
the WTO. 

60 See studies done by Taylor and Silberston 
(1973). Mansfield (1986) and Levin et ol 
(1987) wbohave shown that patents ore much 
more important for pharmaceutical and 
spcdaliied chcm<'''ilt than for other industrial 
produru. 

61 See Tabic 4.2 on Mean and Median Effective 
Patent Life on p 84 of the document of the 
Office of Technology Assessment: Phanna- 
ccuticaJ R and D: Costs, Risks and Rewoids, 
1993, which placea the mean for a sample 
of 113 drugs at 10.6. 

62 Claim of Pharmaceutical Research and 
Manufacturers' Association in an 
adveitisemeat that appeared in Washington 
Pom on 8-9-1997. 

63 The US had demanded and obtained fiom 


Oiiaa TiipeHnejaMepliiMi'lbt ModMtpMenla 
DM yel mirodiKed biio the mantel toma back 
dme of Janu^ I, 1986 dutMgh UlManl 
negotialioiis.'Cliina ii not yet a member of 
the WTO. Sec HUI and Bvms (1993-94), pp 
365-66. 

64 This it because domestic leverie engineering 
of n product eoveied Iw a patent a)^lcation 
wouM only lake place after inciiroductappean 
in the world market and it considered 
successful. By this time Ihe RMR or pntem 
would be granted or about to be gfonied in 
India and Ihe investment for such icvene 
cngmeeriM would not be mndi;. 

65 To whom there are repealed references in the 
WTO Panel Report. 

66 'Mailbox' refen to the process of receiving 
product ptiiciu applicotiont but notexatnlniag 
them till the law is amended to allow 
examination and grant of such applications. 

67 See Gopolokrish^ (1996) fiir a detailed 
critique. 

68 See para 4.3 of the WTO Panel Report which 
stoles that the US hod argued that ‘...whoe 
permissive or mandatory exceptions applying 
to one type of right were intended to apply 
to another type of right, this had ipecifi^ly 
been provided in the text of the Agreement'. 

69 Even if the terms 'pharmoceulicali and 
ngriculiural chemicals' were narrowly deHned 
patent lawyers can always rewrite the cbtiins 
to suit this dermition. 

70 Reported by Rrulen on September 11, 1997, 
‘India to Appeal against WTO Ruling on 
Patents'. 

71 This it not strictly TRIPS-crnnpalible and it 
IS likely to lead to another WTO dispute 
unless it ol least gains the approval of the U5 
and EU. 

72 The WTO Panel cannot interpret Indian 
constituHonal law and India has the freedom 
to implemcni the TRIPS Agreement in any 
way which mokes for legid certainly. The 
Panel Report states that the 11 patent experts 
rejevicd the adminisirniive route However, 
India argued that they were not comilitutional 
cxpcfti. Prom a preliminary reading of the 
Panel Report it is easy to sec that the US and 
EU were more perturbed at the lack of 
transparency and consistency in India's actions 
and arguments than in the constitutional 
validity of her dcfcru.'e. 

73 AndolMrinlelleclualpnipcrtylaws.including 
new legislalion, as discussed above. 

74 As stat^ above the adoption of I he definition 
of ‘drug or gicdicine' given in the cuncat 
Patents Act 1979, a bn^ dermition whoK 
original purpose was to maximise exclusions, 
would enable many chemical and 
biotechnological inventions to get iactuded. 
Even if this dermition were not adopted, 
clever patent attorneys could monipulale the 
clauificalioa of these inventions just to obtain 
product patent protection. 

75 Refer to Ihe unidysis in (his paper of Ihe 
flexibility available in the TRIPS Agm- 
meiu in terms of compulsory licensing, 
government use nnd levncation, in addition 
to independent exarntnatiofl of the criteria of 
palenl^lily. 

7r' It IS cntitely another mailer wncllicr the Indian 
patent ofTices have the capacity to lake 
adv,'<niate of this oppoitunity but if we aic 
to be wortd playert in patenting wc will have 
to build up Uus expertise. 
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Hk De^t of Eduardo Faleiro 

Soath Goa Parliamentary Election 

Arthur GRobinoff 

The 1996 parliamenlary elections in God revealed that all parties contained factions that were more interested 
in defeating intra-party rivals than the format opposition. The defeat of Congress candidate. Eduardo Faleiro, 
at the hands of Churchill Alemao, was a consequence of such dynamics. Moreover, Faleiro was also the victim 
of a protest vote against unpopular national and slate Congress governments by the marginal elements of society 
that could not relate to his accomplishments or respond to him personally. 


yp all the muiy titling Congress members 
rfptfiiamentwhaloftinthe 19% election, 
he defeat of Eduardo Faleiro, the fl vc-tcrm 
ncumbent firom South Goa and minister of 
late for dtemicali and fertilisers in the Rao 
ovemment. was one of the most unexpected. 
Churchill Alemao, the MLA who defeated 
’aleiro, had been arrested on a charge of 
imugglingonMay 16,1991 whcnhisbraiher 
dvemanz was killed in an encounter with 
sistomtageiitsff/enild.May I7,l99l,p 1). 
;:tHirchiirs fine of one crorc (ten million) 
upees is currently under appeal {Hrmld, 
)ecember 8, 19%, p I). ’Iliat a highly 
rgarded legislator considered ‘Ihe best 
mown political figure from Goa” [Singh 
1996: 89) was handily defeated by an 
ndkted criminal who begun his career in 
xditics as Faleiro'selection agent, warrants 
ixplanation. 

Faleiro was elected to the terriiorial 
issembly from Curtorim in the southern 
aluka of Salcette as a member of the 
tiedominantly Catholic United Goans Party 
n 1971 at Ihe age of Ihmy. Like most 
egislators of that patty. Faleiro joined the 
ndian National Congress during Indira 
jandhi's Emergency in 1975. Two years 
ater he successfully challenged Erasmo de 
sequoia, dietwo-term member of parliament 
rom South Goa. Sequeria. the scion of Jack 

iequetia, the founder and leader of the I Initcd 
joans, had like his father joined the Janata 
>arty when the regional party disintegrated. 
Sven though he was an cficciivc 
epresentalive in Delhi. Sequeria was 
lefeated in Goa when the Congress 
established a presence in the former 
^>Ttuguelc colony after more than two 
lecades of futility [Rubinoff 1995:48-49). 
Afhiletlieiaiiatadid well nationally in 1977. 
'aleito won the Mormugao constituency 
'Uh a plurality of 43 per cent of Ihe vote 
n a three way race. 

Faleiro. who had beenelectedtopariiament 

HI the Congress-U ticket of neighbounng 
(antataka chief minister Devaraj Urs. 
BtachedhimielftotheCongress-I following 
he 1980 etcclioiu and became a protege of 
dreignmiiiiitcrP V Narasimharao. In 1986 
lao was helpful In having Faleiro appointed 
the minister of slate for external affain 

nthegoverraneolofRajivGandhi.Asdcpmy 


foreign mini ster. Faleiro helped establish an 
Africa Devetopmem Fund. In an achievement 
that was important to his constituents, Faleiro 
was instruinental in having Portugal return 
gold bullion removed prior to Goa's 
December 1961 incorporation into lndia(Goa 
Today, September 1991, pp 18-19). 
Moreover, suttehood was attained on his 
watch in 1987 [Rubinoff 1992). When Rao 
became prime minister in 1991, he made 
Faleiro minister of state for chemicals and 
fertilisers. Later Faleiro was given the 
additional portfolios of science and 
technology. 

As a senior Christian member of the Lok 
Sabha, Faleiro was a valued member of the 
CJongress parliamentary team who appeared 
secure in his own district. His large margins 
of victory served to discourage serious 
contenders in a district that was 40 per cent 
Christian and had not elected a candidate 
from the principal opposition, the 
predominantly Hindu regiorial Maharashtra 
Gomantak Party, since 1%3. Falciro's only 
serious contest was in 1989. when he was 
opposed by the Janata Dal'sFerdino Rcbcllo. 
a highly regarded former Janata assemblyman 
who is now a high court judge. Even then 
Faleiro prevailed by a 12-point margin. 
Faleiro had been returned handily in 1980 
and I984.1n 1991 Faleirodefeatedhisnearesi 
rival by 55,229 votes — more than 36 
percentage points, in November 1993 
Faleiro’s wife Muriel was killed, and he and 
one of his daughters were injured when a 
lorry ran a traffic signal and struck their car 
near the Delhi airport. The outpouring of 
sympathy Faleiro received because of the 
tragedy appeared to make him invulnerable 
in the next election. Faleiro’s record and 
conscientious use of his MP’s one croie (ten 
million) rupees allotment for development 
in his South Goa constituency led to a belief 
that the incumbent was once again secure 
as (he 19% campaign approached. 

Preli'oe to the 19% Exactions 

A discussion of the state's 1994 assembly 
elections is necessary to understand what 
happened in thr 1 9% parliamentary dcctioni 

in Goa. After the ten-year Congress 
government of Pratapsingh Rane was 
overthrown in 1990. Goan politics were in 


a state of hiatus. Whereas between l%3 and 
1989 Goa had only three chief ministets, in 
(he following year it had four differeiK men 
occupy that office. Rane was followed in 
March 1990 by the controversial Churchill 
Alemao. who was sworn in as interim chief 
minister, until Speaker Luis Proto Barbosa 
could replace him on April 14. Barbosa, 
whose administration was tainted by charges 
of corruption, was disqualified from 
membership in the stale assembly for 
violating the anti-defection statute in 
December 1990. He was followed as chief 
minister on January 25. 1991 by (he 
Maharashtrawadi Gomantak Party’s Ravi 
Naik. Although disqualified by the speaker 
under the anti-defection law, Naik was aMe 
to govern with Congress support when party 
leader Wilfred de Sou/a was named d^y 
chief minister. De Souza became rtirf 
minister in May 1993 when the high court 
upheld Naik's disqualificaiion. Hence, within 
asinglel legislative term. India’snewest and 
smallest state had 'hanged govemments four 
times and chief nunisicrs seven limes (Gon 
Today, ‘An Unendmg Maze’, March 1994,p9). 

These manoeuvres rewarded dcfecton and 
increased the cost of government, ariiiie 
undermining the public’s in the pcditical 

systemfDeSouza 19%). Vanousexfornkma 
of (he cabinet raised iu membership to 14. 
one for every 5C.000 voters. Indignitian at 
the machinations of the state's lepatatocs 
was registefed in t!,^ 1994 elections when 
voter uuiittjt increased from 68.7 per ceM 
in 1989 to 70 per cent in 1994.' The 1994 
elections failed to produce a (toqiority in the 
40-member state legislature, aa theCongreu 
garnered 18 seats, the MGPvvon 12 and its 
alliance partner, the Bharatiya JaiuM Party, 
carried 4 consiituenciea, SignificaMly, in 
1994 (he voters rejected 18 titling MLAa. 
as they punished (Meclors who had formed 
the Ravi Naik govenunent. Among the 
casualties was the well-regarded hxig-tinie 
MGP leader. Ramakam Khdap, 'whofc 
reputation had been tainledby hi s aa i o cs itwn 
with the coalition gov e rnme n t in whicb he 
served as deputy chief mioisier. In thehr 
house-cIcaiiingtheelecioiaieelsavaniiiiWbgt 
potential chief minister Francisco SMdhilw 
as well aa mimeroua other former OnngMh 
ministers. 
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Even though they formed an aUianoe, the 
BJP-MGP combine’s total 32.1 per cent of 
the vote represented adecline of 7.6 per cent 
from 1989. Congress' share of the vote also 
declined 3.23 percent from its previous level 
to 37.S per cent. Part of the fall in the 
Congress total was attributable to a split in 
the Catholic vote. After the Congress failed 
to give Churchill Alemao a berth while 
readmitting all other defectors, he ran his 
own ticket under the United Goans 
Democrat iePany banner. Ironically. Eduardo 
Faleiro strongly .supported giving the 
Congress endorsement to Alemao in 
Benaulim in order to protect his own position 
in South Goat Vo Wiiru/Tiinrs, December 19, 
1994, p 6: December 28, 1994, p I). while 
the Rane faction of the party was adamantly 
opposed to his reinstatement. Rane was 
supported by prime minister P V Narasimha 
Rao who had initiated his party's November 
1994 state election edmpaign in Goa and 
intervened in the allocation of Congress 
tickets. His interference caused a number of 
potential nominees to run as independents 
and provoked a backlash against the high 
command p(>litic.s of the national parties. As 
a result, independents polled 22.1 per cent 
of the vote and won three seats. Their 
competition and the UGDP slate divided the 
Congress vote, and that party was unable to 
carry the state's four largest cities. The UGDP 
which captured 8.3 per cent of the vote 
seriously eroded Congres.s support in the 
southern taluka of Salcettc, as Alemao and 
two associates were elected to the assembly. 
It was reported that Wilfred de Sousta was 
using the UGDP to defeat potential rivals 
for the chief ministership, like Francisco 
Sardinha. in their own constituencies 
{Comantak Times, October I, 1994, p 1; 
Navhind Times. December 28, 1994, p I). 
While de Sotiaa succeeded in accomplishing 
that objective, many of bis own supporters 
were consumed in the crossfire, and those 
Congressmen who survived were not 
disposed to select him as chief minister. 

As a consequence. Praiapstngh Rane. with 
the support of three independems and four 
MGP defccton. was able in 1994 to regain 


Tails 1: South Goa Results by Candiuate 


Candidate 

Party 

Vote* 

Charchill Alemao 

UGDP 

l<N..343 

(40.171 

Eduardo Faleiro 

INC 

84.054 

(30.88) 

Kasbinaih Jalmi 

MGP 

36.418 

(13.38) 

Suiesh Amonkar 

RIP 

.30.357 

ill.lS) 

Others 


11.989 
(4.42) 

Total 


272.161 

(100) 


Vole; Fifuiet in bfTefcels denoM percentage. 
Stmrrt: Figmes provided by Ihc Panaji Office of 
ibe Election Conuniisioa of India. 


defection from the thfce-member UCK^ 
group-an act that was to have repetcuuiont 
for the 1996 parliamentary electkma. He 
induced Antonio Gaonkar, the man who had 
defeated Fniiicisco Sardinha in Curtoiim, to 
join the Congress. 

The Pouncs of Revenge: . 

The 1996 P^iamektaiy Elections 

Politics in Goa has become the settling of 
scores. Wilfred de Souza was not satisfied 
with the position of deputy chief minister, 
which he regarded as a demotion. He blamed 
the two sitting Congress MPs for insisting 
that prior to the 1996 campaign a member 
of the majority community be chosen as a 
chief minister in a state where Hindus have 
increased to 67 per cent of Goa's population 
ami Christians have declined to about 26 per 


viituidly sat out that eome^ speaking only 
once for the ticket during the campalgD.* He 
attributed the Congreii* defeat in the 
pariiamemary electioiu to a drop In the 
turnout by Otiholic voters who reftised to 
exercise their frimchiie In protest to the 
shabby way the party had treated him after 
the 1994 assembly electioiw (HemU, May 
4,1996, p 1) - a theoiy Ibe HewU, whose 
readership is primarily tiiristian, dtsmliaed 
as 'Tanciful" (Herald, May 17.1996, p 4). 
since turnout in the state increased sub* 
stantially from 43 per cent in 1991 to S6.S 
per cent in 1996. 

By denying the Incumbent Harish Zantye 
lenomination forthetradilioiiallyMOPNofth 
seat at the last moment, the Oongiess also 
guaranteed thesittingmember'senmity. His 
designated successor, Amrut Karisar. a 
recycled former MGP MP, who had been 


Table 2; Paetv Vote by Assbmbly Dunurr 


Cons(i(uency 

INC 

Change 

MGP 

BfP 

UGDP Toul Votes 

Ponda 

3365 

-25,46 

3316 

3225 

4188 

14,740 


(22.82) 


(22.4) 

(21.87) 

(28.41) 


Ptiol 

2636 

-10.79 

5868 

.3610 

2819 

15.589 


(17) 


(.37) 

(2.3.15) 

08) 


Marcaim 

3857 

-9.72 

24% 

2875 

3199 

13.492 


(28.58) 


(18.49) 

(21..30) 

(23,71) 


Shiroda 

4207 

-17.21 

24.91 

1882 

3928 

13.258 


(31) 


(19) 

(14.2) 

(29.62) 


Mormugao 

4347 

-26.7 

2207 

1.556 

5043 

13,869 


(31.34) 


(15) 

(11.21) 

(36) 


Vasco 

5281 

•22.95 

1944 

2182 

4637 

14,652 


(36) 


(13.26) 

114.89) 

(31.64) 


CortaJim 

4615 

-40.1.3 

911 

638 

7810 

IS JOS 


(29.70) 


(5.86) 

(4 10) 

(50.26) 


Lnutolim 

5288 

-40.25 

138 

1.59 

6.542 

12.559 


(42) 


(i.n 

0.27) 

(52) 


Benaulim 

3115 

-55.69 

69 

0112 

9355 

12.940 


(24) 


(1.87) 

(0.8) 

(72.20) 


Falura 

5433 

-17.06 

600 

1837 

5419 

13,720 


(.39.59) 


(4..37) 

0.3.38) 

(39.49) 


Margao 

3490 

-20 8.3 

623 

2.377 

4604 

11,467 


(.3043) 


(5.43) 

(20.72) 

(40.14) 


Curtorim 

.5.392 

-.39.41 

98 

181 

6.370 

12,577 


(42.87) 


(0.77) 

(1.43) 

(.50.64) 


Navel-im 

6244 

-42.39 

244 

841 

8548 

15.415 


(40.50) 


(I..58) 

(5.45) 

(55.45) 


Velim 

3752 

-41.75 

169 

122 

6316 

10.746 


(.35) 


(I..57) 

0.1.3) 

(.58.77) 


CuiKolim 

3810 

-41.88 

781 

480 

6331 

11,686 


(32.60) 


(6.68) 

(4.10) 

(54.17) 


Sanvordem 

3.342 

-20.01 

2.394 

2149 

4189 

12.157 


(26) 


08.62) 

06.71) 

(32.58) 


Sanguem 

2193 

■ 18.46 

1.595 

18.39 

4324 

10.598 


(20.69) 


(15) 

07..35) 

(42.68) 


Chutchorem 

4905 

-16 77 . 

1044 

1449 

5926 

I3.%l 


(35 13) 


(7.47) 

(I0..38) 

(42.44) 


Quepem 

3268 

-19.41 

4577 

73.3 

49.37 

14.406 


(22.68) 


(31.77) 

(5) 

<34.27) 


Canacona 

.3668 

-16.22 

2523 

0034 

2.518 

10.250 


(.35.78) 


(24.61) 

10.28) 

(24.56) 


Poinguinim 

1910 

-27.36 

2331 

0053 

2134 

7841 


(24.35) , 

' 

(29.72) 

03.42) 

<r. 2 l) 


Tot^s 

84.054 

-26.28- 

.36,418 

.30.357 

109,346 

272161 


(.30.88) 


(13.38) 

01.15) 

(40.17) 



ff<ne: Figures in bfackets denote perccnage of votes seemd. 

Staure: FigiiiCB previded by the PMwji Ofllce of Ibe Eteciiim Coummishm of India 
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elected only once in 1977. was a weak attempted to brand his challenger as 
randldatr who had little chance against the uneducated, unqualified and tainted by 
well known Ramakant Khalap in the corruption. 

iradllional Mahatashtrawadi Gomantak Party While Alemao's campaign was originally 

stronghold. Voters in the northern dismissedashavingonlyanuisanccquality' 
parliamentary constituency appeared eager againstapoliticianofsiature.theMLAfrom 
to reverse the defeat they had inflicted upon Benaulim succeeded in depicting the aloof 
the MG party leader in the 1994 assembly and urbane Faleiro as being a Delhi elitist 
elections. Consequently Khalap was sent to who was out of touch with the the problems 
Delhi by a margin of 10.545 v»>ics. of the state’s downtrodden. Alemao's 

Alemao secured his revenge against the campaign,whichemployedrockbandsathis 
Congress by opposing his former mentor rallies, was in sharp contrast to Faleiro s 
EdtiaitloFrieiro for the South (Mormugao) lackluster .speeches that emphasised 
seal. After initially backing Francisco experience at a time incumbency was a 
Sardinha. Aletnao declared his candidacy liability {Goa Today. May 1996. pp 18-26). 
for the post on March 10. At first the notion Appeals to “vote for the candidate who has 

of a man indicted on cnminul charges broughlhoiiourandglorytoGoa’’(Coi»iaiUii* 
contesting the highly regarded five-term ri’niM. April 28,1996, pDdidnot resonate 
incumbent evoked ridicule. The state's among the electorate at a time when 
Icadingnewspapcrcalled Alemao, “the most unemployment was their pnnctpal concern 

han.^i man to Salcette” (Nuvhind Times, {Gomaaiak Times, April 24. 1996). The 
March 11,1996). Not surprisingly, Faleiro longer Faleiro campaigned, the smaller his 
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crowds became. He neglected to turn up for 
his own rally in the city of Ponda (Goa 
Today, May 1996. p 23). As it turned out. 
Faleiro’s efTort to reach out to women voters 
was seriously damaged by the loss of his 
wi fe who had been an effect! VC campaigner. 

Even Congress female activists were 
alienated by the sitting MP’s insensitive 
chauvinist remarks about the place ofwomen 
in the political process. 

As much as anything Faleiro's effort was 
sabotaged by Congress politicians, who. as 
in 1994 . engaged in “fratricidal warrare” that 
undermined their candkfales' campaigns in 
both of Goa's districts. According to the 
Herald, Congress MLAs acted like “many 
Brutuscs” (Herald. May 10 , 1996 . p 4 ) and 
made appearances at oppoiKnts' ridlies in 
the northern as well as the southern 
parliamentary districts. Sardinha, upset that 
the man who defeated him in 1994 had been 
invited into the Congress, was accused of 
'going through the motions for Faleiro’* 
(Herald, May 1 , 1996 , p 4 ). Other Con¬ 
gressmen woriced overtly against theirpaily's 
candidates. Luzinho Faleiro, a metiiher of 
the Rane cabinet who had opposed Eduardo 
Faleiro on the Christian commuiud Goa 
Congrc.ss ticket organised by Wilfred de 
Souza in 1984 , showed up at the opening 
of Alemao's brother’s restaurant in Maigno 
duringthcmiddicofthecaiiipiugn. Moreover, 
the Catholic Church, which had supported W 
Eduardo Faleiro in past campaigns, issued * 
circulars which crilici.sed him for supporting , 

the Konkan railway because it would 
allegedly inundate Got with mainly Hindu ^ 
outsiders (Navhind Times, May I, 1996. 0 

pi). By contrast. Churchill promised, if 
elected, to ensure tliat more Go^ were em- T- 

ploycd in the tine's construction - a com- ^ 
mitment that did not hurt him in Monnugno 
taluka where there are a large number of 
immigrants. 

Alemao's campaign especially resonated 
with underemployed young voters who 
became an! mporiam vole bunk. Because of 
his sponsorship of sporting activities, he was 
well known to the 14.000 new voters agod 
18 to 22 wiH) were added to declml t^B 
that had expanded firom4,09,000to431,621 y 
in five years. In the entire state the etoctorme 
expanded by 1,00,000 voters from 7,68,000 
to 8.68.000 during that lime. The 72.621 
voters who had been added to the f l ect o n i 
rolls since 1991 in South Goa-mostly 
Hindus from outside the stale - had no 
attachmem to Eduardo Faleiro. Even thnugfi 
Alemao cleverly emphasised p res e rytog [ 

Goan idenlity a^ us^ the Two Loaves' > 
ami-metger with Maharashtra symbol horn | 
the 1967 Opinion PolU he was carclW in . | 
court the non-Christian Hiridii votcfa • 


(MivMmfTimes. April I7.l996.p3; April If, 
1996. p 4). Churchiirs apj^ to timl 
community would be reflected in 
impressive showing in Hindu Mljlwltg. 
assembly distiku like Fonda. iMlimi riC 
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Alemao's atteged criminal liea to the 
Bombay-Dubai Mafia being a liability, his 
**Don image” became an asset. It was 
suggestetl that Alemao's shady connections 
and generous personal spending would enable 
himtoget things done forGoa. A lower caste 
Gtristian, Gturcbill also played the caste 
card against his brahmin opponent, and in 
the process, appealed to many low caste 
Hin^ voters whom the incumbent ignored. 
By mid-Apnl M was recognised by the press 
that "Eduardo faces an uphill battle" (NavMnd 
Tunes, April 22.19%, p I). Faleiro's piedica- 
meni was aggravated by the national tide 
against the Congress during the lust week 
of the campaign and his opponent’s promise 
to support a United Front government. Not 
even a widely circulated "public cal I to right 
thinking citizens" signed by n cross section 
of Goa's establishment iG<imantak Times, 
April 30. 1996. p I )Just prior to the May 
2 poll could save the incumbent. As a result 
of emphasising his custe, cluss, generational 
and regional dinerences with his opponent. 
Alemau swamped Faleiro by over 23,000 
voles, more than double the margin the 
papular Ramakant Khalap ran up against a 
w^ candidate in the North.* Moreover, his 
1,09,346 total votes exceeded by 8.893 the 
previous record 1.00,453 bailots Faleiro hod 
polled in the South Goa disinci in 1984. 

The extent of Eduardo Fiileiro's defeat 
was pervasive. His opponent won vote.s from 
not merely MGP and BiP supporters, but 
also traditional backers of the Congress. As 
Table 2 indicates, Faleiro’s vote fell drama¬ 
tically inevery assembly dislncl.Thc UGDP 
candidate secured 40.17 percent of the vote, 
while Faleiro managed only 30.88 per cent 
- a drop of more than 26 percentage points 
from his previous contest. Faleiro’s vote fell 
by 37.75 per cent in his heavily Catholic 
home taluka of Salcette. leading one analyst 
loconcludeihatiheCongress’ .sole remaining 
base in Goa is in areas where Christians arc 
a decisive minonty.' 

’The double-barrelled defeat in Goa, which 
left the statedevoidof Congress representation 
in the Lok Sabha for the first time since 1971. 
and the patty’sdebacle throughout the ciHimiy 
placed the iCmc government in jeopardy. There 
was speculation that Ranc would be toppled 
as chief minister, which had happerted in 
1990 after Rajiv Gandhi Inst power.* 
However, because of the way Rarw’s rivals 
behavedduringthccampaign.it wasdifTicult 
to pin the blame for the party's debacle on 
the chief minister. In any event, the unstable 
situation in Delhi prevented Rane's 
immediate removal. 

The 1994 assembly and the 1996 
parliamentary elections in Goa revealed that 
all parties contained factions that were more 
intefcsted in defeating intra-party rivals than 
the formal opposition. Just as tlrey had co- 
operaied inmnoving Ranc in 1990,de Souza, 
Atemao. and Khalap worked together in the 
1994 and 1996 contests.' By remaining in 


the Congress, de Souza wta die Hndipin of 
the triumvirate which onenew^Htper dubbed 
the"C}iufcMll-Khalap-WiIlyAxis”(AkivMiNf 
Times, April 13, 1996). DouMc-deallng, 
however, was not lestrkied to the Congress. 
.Sensing it was losing its Hindu base to the 
BJP, the MGP was unwilling to renew its 
1994ailiancewith the national party in 1996. 
Ncvcrtbcless, some of the BJP's supporters 
worked against theirown nominees on behalf 
of regional party candidates to defeat the 
Congress candidates in Goa, because they 
wanted lodeny it power in Delhi." As a result 
the BJP obtain^ only 11.15 per cent of the 
South Goa vote compared to the 13.6 per 
cent it won in 1991. To no one's surprise, 
the BJP was unwilling to continue its co¬ 
operation with the MGPand the UGDP after 
tlic election. There was especially close co¬ 
operation during (he 19M parliamentary 
election bet ween (he MGP which was strong 
in (he mainly Hindu North and the UGDP 
whose ha.<ie was in the largely Christian areas 
of the southern district. MGP voters who 
defected to Alemao caused Kashinaih Jalmi, 
(he party’s candidate in South Goa and its 
leader in the assembly, to forfeit his deposit. 
As a result of the collapse of its support, the 
MGP's share of the vote declined from 20.8 
per cent to only 13.38 per cent. 

.Speculation that MG-UGDPco-opcration 
would lead to a new regional party (Peter 
Ronald DeSouzu, NavhM Times, June 2 
and 3, 1996) was short-lived. When prime 
minister Devc> Gowda named Ramakant 
Khalap as minister for state for law. justice 
and company affairs, the appoimmenl earned 
the rcsentmem of Churchill Alemao who had 
hoped to be designated sports minister in the 
I Inited Front government {Suitesmwi, July 8, 
1996, p 9). As Goa is too small a state to 
luivc both ofits MPs included in the council 
of ministers, the amhition.s of Khalap and 
Alemao collided. Hcncc.any talk of forming 
a new regional party that would be mure 
responsive to the Goans than either the 
national BJP or Congress, ironically was 
stifled by developments in Delhi. 

WhathappenedinGoainthc I9%elcctiuns 
reflected the national pattern; voters protested 
Congress nusnile. corruption, and indirrcrcnce. 
Howe ver, in India's smallest state as elsewhere 
in South India, they did not turn towards the 
BJP, hut instead turned to regional parties. 
As was the case in other parts of India,''those 
who exercised Ihetr franchise chose a 
politician with'alleged criminal lies to be 
their representative in Delhi. 

Eduardo Faleiro's defeat in the South Goa 
parliamentary district occurred at two levels. 
On the one hand, what was already a 
disorganised and unimaginative campaign 
was sabotaged by quislings within the 
Congress. On the other lAnd, Pnleiro was 
the vidim of a ptolesl vole against unpopular 
national and state CUngreti governments by 
the maiginal elemenis of society that could 
not relateia his accompHshmems or respond 


to Mn penontjAy! Tbete gfouiia tadiidi 
new vDien fnm ooiaMe Iho mlto, ftnials 
and an unusually large minber of new 
enfranchised and underemployed youi 
people. The aurprise was not that B^ian 
Faleiro lost, but that he was defeated by iui 
an unsavoury character as Churchill Alema 
Deqiite iu elements of a David and Oolia 
story, voters in South Goa replaced a loo 
serving incumbent of stature with a tointi 
vernacular potiHcian. However, in an iron 
epi loguc after the electian. PaMro's person 
secretary, dubbed the ftmner minister 
“hatchet man”, was arresfgd by the Centr 
Bureau of Investigation for possessing ov 
Rs 2 crore of assets disptoportional to h 
known sourceofincotiie(7V77mM<^//fdlii 
July6,1996). The seizure, which is believ 
to be a prelude to an i nvestigaUon of Faleiro 
own finances, served to tarnish the defealc 
MP’s reputation and threatens to become tl 
legacy of his tenure in office. 

Notes 

[The author acknowledges support from (I 
Smithsonioji liutitution’i Eleventh Getter 
Election Project and the Univenity of Toron 
which made fieldwork in India possible.) 
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him with a weak candidate in Mandim - 
strategy ihol failed. 
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Public Patronage and PoUttcal Neutrality in 
Agricultural Research 

Lessons from British Experience 


Raicswiiri S Raiiu 

This paptr lakes afresh look at the evolution of the agricultural scientist and the public patronage of agricultural 
science in the developed nations, a significant by-product of the capitalist transformation of agriculture. The 
objective here is to examine how these institutions and actors in their new contexts within less developed economies, 
are endowed with the legacy of their evolution in' capitalist agricultural contexts. The author argues that this 
legacy hampers effective functioning of these institutions and actors in serving the cause of development in their 
new contexts. 


I 

Introduction 

THE agricultural Mientisl i« a recent actor, 
almost a neophyte in the history of agricultural 
development. That the economic history at, 
agriculture has chosen to ignore this actor 
is not perhaps a matter of grave concern, and 
not a glaring omission in the literature on 
agrarian history. But the political economy 
of agricultural development - the aspect.s of 
technology generation in particular, is sadly 
underinformed about the present role atul 
history of the agricultural setentist, one of 
the important actors shaping current and 
future paths of development. 

Inindia, thehislory of agricultural science, 
its organisation, contents and personnel, hits 
received little attention from professional 
historians of science, fmm historians in 
general andecotKimic historians in particular. 
Technological change and its implications 
havebeenint^rallotbebistonan's«nses.sio« 
with the capitalist transformation of 
agtkultuie. While comparisons and contrasts 
of the Indian experience (or the lack of it) 
with that of Britain and other European nation 
slates abound, there are but a few who have 
expressed the need to study the continuous 
competitive pressure for technological 
impeovement and “roles of the state and of 
the urban economy in fostering capitalist 
transfoimation in agriculture" (Padhi 1997: 
PE-56].' Obviously, the agricultural scientist 
and the gamut of state sponsored agricul¬ 
tural reaearch institutions' arrived after the 
capita-lisi transformation of agnculture in 
the deve-loped (European. American. 
JtgMMK) nabons. There is enough historical 
evidence to show that these institutions have 
been transferred toihe less developed muions 
that have either embarked upon or are way 
removed from the processes of capitalist 
transfonnaikm. 

In Uus paper we take a fresh look at the 

evohitionof the agriculiural scientiu and tlK 

public patrani^ of agricultural science in 
the developed nations, a significant by¬ 


product of the capitaKst transformation of 
agriculture. The objective is to examine how 
these institutions and actors in their new 
contexts within less developed economics, 
are endowed with the legacy of theircvolution 
in capitalist agricultural contexts. It is 
argued that this legacy hampers effective 
functioning of these institutions and actors 
in serving the cause of development in their 
new contexts. 

Historically, the most significant 
development marking the origin of state 
sponsored agricultural research isthe capacity 
of the middle class professional to justify the 
political relevance of the economic returns 
to public investment i n its researeh act i vities, 
while maintaining, with tacit political support, 
its positirm about the autonomy of science 
and the political neutrality of its research 
direction and outputs. The road to this assu¬ 
rance of public funds (and tacit political sup¬ 
port) and organisation of research is marked 
by a medley of interests, agencies, and types 
of research.' Moreover, the path has never 
ever proceeded sequemially from one step 
to another and has always been unique 
to each and every social context. This paper 
presents lessons from the case of the origin 
of public sector agrtcultura) research in 
Britain. 

The origin of public sector agricultural 
research in Britain, though a classic case of 
post-agrarian transformation institutional 
change, is also a unique case: one which 
highlights Che role of various agricuitural 
improvers,theagriculturaleducation system, 
the farm sector pressures, the impact of 
urbanisation, and the shifts in disciplines 
within the agricultural sciences, including 
what is perhaps the first attempt at organised 
research in agricultural economics. The 
history of agricultural science in other 
countries, be it Frahce, the US or Japan, is 
similar so far as the institutioiMidevelapmenu 
or inducement mechanisms for institu¬ 
tionalisation of the science are concerned.* 
But in these cases the evolution of the middle 
class agricultural experts and the social and 


political value systems they represented and 
vouched for, cannot be traced (over three 
centuries) and analysed as in the British case. 

In Britain, the nature of capitalist 
transformation of agnculture ensured the co- 
evoluiion of the practice of capitalist 
agriculture and the experiments/knbwiedfe 
that informed it. both embodied in the 
capitalist tenam farmer. Though ogriculuiri] 
science, its institutioiu and scientists the 
world ovgr have imbibed the very features 
of ‘politically neutral public p a tro nag e* tha 
historically evolved vrith the miridle class 
expen, it is the British case more than wy 
other that demonstrates the symbiotic 
rclationshipbel ween the growth of^midifle 
class expert and the institutioiulisaliaa of 
agricultural science. Articulation of research 
goals and shaping of the research conteM by 
the middle class c Xpert was part of this effott 
to create the requisite social and political 
space for the expert. The history of 
agricultural science in the continent, 
especially in Germany might have given a 
similar history of public patronage of 
agricultural research. But the junker dau in 
Prussia had little interest in agricnkiinl 
improveirients compared to the capitaliM 
tenant fanners in England. These obvMWsly 
was no co-evolutiun of the scienoe and lls 
proponents as hi Britain. The capitaUat 
transformation and the hisioty of agric u ltanJ 
research and developmeni in Mlaia was 
“altogether unique** fPaiBii I997;PE-S21; * 
case which has implicatioiis for agricidinni 
research the world over, particularty in the 
erstwhile British cofonics wMcfa in l i eriln d 
the imperial agricultur a l Kjear chi tnUiuU on a . 
disciplines, texts, personnel, and dectshus- 
making processes. 

PAHtONAGE, AinONaMV* AND 
AccQUNTABnjmr 

Decision-makinginscicinincrewaicfchMa. • 
always been imd is till dole oomidanHl.taf^ 
organisational impaste. There wiMi B 
perpetual tension between the mpdilhliiiMl' i. 
the patrons, the krnwtedga wMad 

wi 
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former and the powci/ftiods kicated with the 
lat]er. The central thesis in this paper draws 
from the tension between the distribution of 
the powers of discretion and the distribution 
of knowledge; what is called the 
unchcckability problem, in a system of 
patronage of science [Tiirncr, S P 1990]. 

In organising for agricultural research, 
this uncheckability is resolved through 
various languages of legitimacy, each one 
corresponding to a historically speciHc 
situation. There is a significant element of 
uust involved in the legitimisolion of any 
patronage relationship, where the patrons 
and the scientists seek to resol ve the mismatch 
betweenthediscieliunary powerofthe former 
and the knowledge of the latter [ibid;Z08]. 
In every patronage relationship there are at 
least two contending interests; the patron 
state (politicians and scientifically minded 
civil servams), in whom is vested the powers 
of discretion, would like to employ these 
powers in ventures that promise the highest 
political mileage. The agricultural science 
community (largely comprised of middle 
class professionals) wrest (he required 
sponsorship from the state based on the 
promise of economic returns to the 
investments made in research. Turner's 
uncheckability problem is manifest only 
up to the point where the trust between the 
two parlies resolves the crisis in decision¬ 
making. 

This trust, when used in modern public 
patronage systems where the scientists are 
also patty to molding the discretionary 
powers, assumes that scientists arc sanctified 
by the political neutrality and objectivity of 
science. In this mutually sustaining 
relationship between scientists and their 
parons. economic returns to the patronage 
ofTeredfinvestment in agricultural research), 
is in modem times, oneof the important tools 
(hat legitimises both the patftmage and the 
research activity. Autonomy is then 
'equivalent to freedom from the cultivators/ 
rural sector' [Anderson 1982], and 
accountability is redefined in the light of this 
patronage relationship, as purely financial 
and technical accountability to the sponsors. 

Since the 19S0s the less developed 
countries have, as a rule, created new research 
organisations or changed existing ones in 
response to 'situations in which technology 
and consequently research were seen by the 
relevant political system as a key to solving 
their prc^lenLs" [Trigo 1987:270].* While 
agricultural science and its scientists have 
deservtngly received accolades for suc¬ 
cesses like the Indian green revolution nr 
the productivity of Mexican wheat and 
maize, any undesirable consequence 
(matginalisation of the peasantry, rural 
proletarianisation, labour displacement, 
pesticide pollution, etc) of the technologies 
that made this possible or any faihires of the 


icsea reh or ga nisationhavebeeiiconvetikHtly 
attributed to ‘faulty imptemmiation or 
diffusion’ al best and ‘political Interfetence* 
Mwoiit. The rhetoricof autonomy ofsetenoe 
and the political neutrality of research 
decisions and research products are thus, 
central to the organisation and conduct of 
agricultural reaearch.especially In the public 
sector.^ 

Whether it is in Ibe development of 
methodologies for the tomato harvester or 
micro-nutrient analyses, agricultural science 
in the developed countries does respond to 
the needs of farmers, who are part of thdr 
vertically integrated agribusiness firms. 
Autonomy in these systems works to keep 
vote hungry politicians from inferfering from 
time toii me in Ibe long-term tcscarri) process 
[Rockefeller 1982], Will it work for the 
peasantry in the less developed world where 
agriculture is still untouch^ by the socio¬ 
political transformations that changed 
farming in the developed world? 

The process of capitalist iransfonnation of 
agriculture is ypt tor be enacted in these less 
developed countries: the competitive pressure 
in the product market along with competition 
in the land lease market and labour market 
which is accompanied by discrete jumps in 
productivity. The agricultural research 
system issupposed to ensure the latter. Within 
the highly differentiated peasantry, as in 
India, the ostensible autonomy of science 
works to (he advantage of one or two visible 
and articulate sections of the agricultural 
po|Milation who are also pany to this game 
of trust between the slate, science 
administrators and scientists in the public 
patronage of science. The green revolution 
in India it testimony to this trust in resolving 
a major uncheckability problem in the 
organ! sation of public agricultural research.’ 
Today when the plight of dryland agricul¬ 
ture, especially in semi-arid tropical India 
[Jodha 1983 and 1988] is compared to the 
production gains from the irrigated wheal 
and rice cropping systems ofPunjab, Haryana 
and western Uttar Pradesh, it is obvious 
that the scientists have been party to the 
economic and political imperatives of the 
state. 

Economists, with some exceptions, have 
avoided the historical institutional 
specificities and processes that determine 
research activity in a country, in order to 
concentrate on econometric estimation 
(determination and impact) of one variable, 
investment in agricultural research. 
Profeuional sdeniists have little regard for 
the history of technology generation and 
developniM [Tumcr, J R G1990], Research 
adminisiratofs often get ca*icd away by the 
potential of a project without so much as a 
backward glance. “Avoid history, discover 
a little new knowledge, and you have the 
makings of another crisis” (Schultz 


]9M:33S].'niisliaiiatiip(^a(idKMaich 
deciskm-inakhig is a c ha ra mcris Mc iBalure 
in the agriculuural sector of less developed 
economies. 

In public agricultural reseirch, indtiitional 
transfers to less developed countries in 
response to polilicai or economic Crises, 
have been characterised by this haste. 
'Political neutrality of science', grounded in 
the objectivity of science, themaiically 
legitimises transfers - of technology, 
institutions, individual policies or research 
decisions - from the d^loped to the leas 
developed countries. The autonomy and 
politick neutrality of science is a vital 
argument in the banning proceu between 
agricultural scientists and their patrons. 

The precise manner in which the capital ist 
tenant farmer and the middle class expat 
effectively used the poHtical neutrality 
argument (which is now central to the public 
.patronage of agricultural science) In the 
establishment of (he British agricultural 
research system is discussed in section II. 
The sign! ficanceofdecision-making capacity 
in the public sector research system, without 
politii^ accountability, is highlighted. The 
British case reveals thecapacily of the ndddle 
class expert to move in and out of the twin 
roles of decision-maker bureaucrat and 
scientist; a feature common to public 
agricultural research systems the world over. 
Section III draws on this developmetu in 
reseaich organisation to understand some of 
the key features of the Indian agricultural 
research system and its relationship with the 
Indian peasantry and presents the 
conclusions. 

n 

FulI'Tiaie Md Investigator in 
BtilUi Agricultural Sdcncc* 

The birth of British public agricultural 
research organisations came along with the 
transition from laissez-faire to state 
intervention during the Edwardian period 
(1901 -11). and can be located in the context 
of the ‘public science’ movement in the 
country. TUrna’s (1980) classificalian of 
public science in Britain is presented in three 
distinct phases. Periodsd) I8(X>-18SI (Davy, 
Brewster and Babbage) and (ii) mid-l840s 
to late 1870s (sciemias like Huxley and 
Tyndall), were periods that portray^ the 
‘objective truth’ of science, and the values 
of peace, cosmopolitanism, srif-improve- 
ment. material comfort, social mobility and 
intellectual progress. Tuma's third period 
starts around 1873. when 'The thanes of 
public science shift dramatically" towards 
"valuesofcallectivism.nalionalism. military 
preparedness, paifiolism, polilicai elitismani 
social iinperialism’’[Hull I989:l6andl\inier 
1980:3921. This potod was marked by the 
emagenceoflheliilMiinepaidinveitii^'' 
in the agrkultunl ac i enc e i. Russell (1966) 
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qtialiflad tfa* pabtic orfant>iatfon of 
■fitettlliBalraMarchwiihililsepitheLthere^ 
delinnttiiig iMi fimn alt pre-vious state 
Menwntioitt in ot|anising for or funding or 
promoting agricultural reMaidi. Tiracing the 
evolution of agricultural science in Britain. 
Jhiftell identiflet four phases: 

(i) from the end of the 16th century till 
the end of the 18th cenhity - the phase of 
individual enterprise, marked by erratic 
progres.stowards theeaublishment of a body 
of stiunue; 

(ii) the end of the 18th century till the end 
of the 19th century-the phase of individual 
andcoKiperaiiveventutesincxperi mentation, 

characterised by significant advances in 
applied agricultural chemistry; 

(iii) theendofthe 19th century till the year 
1909 - the phase of institutional research 
and university education in agricultural 
science, marked by professional research, 
need for further research into applied and 
bask science; 

(iv) the year 1909 onwards - the phase 
of ‘^he full time paid investigator in 
agricultural science", where public 
agricultutal research institutes are established 
and professional agricultural scientists 
appointed [Russell I966;475]. 

How did this full-time paid investigator 
emerge? Who decided the locaion/placemem 
and rolcs/responsibilities of this new actor 
in the agricultural research scene? Was the 
entry of this actor in the history of agricultural 
tesoirch marked only by a change in the 
source of funds from private to public? Did 
the foniu of pttronage change? I f it did, how 
were the discretionary powers of the patrons 
altered, and what role did the full-time 
scientists play in effecting this change? How 
did the agricultural science investigator 
change in this transformation from pnvatc 
cxperimetH stations/local farmers’ clubs/ 
agricultural associations to the state- 
sponsored organisations? 

We shall now eaplore the institutions and 
prooes s es of leverage that created the full- 
time paid investigator. There is a si^ificani 
rouliud shaping of these institutions and 
processes on the one hand and the content 
and practice of science on the other. In this 
inter-play of iruerests, the capaaiy of the 
agricultural scunce community to generate 
political support foribcir activities is critical. 
The trust or faith in the professional middle 
data expert that marks public patronage of 
agricultural science in Edwardian Britain, is 
no (Kfrerettt from the basis of patronage 
(Mate/privatc/coumry-based) ever since the 
IMi cxnbuy. What is significant about the 
full-time paid investigator was his/her 
purtklpution in the system of patronage 
liienaby not only creating legitimacy but 
oalenibly occupying the middle ground of 
political neutraliiy while indulging actively 
in the political proccas. 


SkMOM, SciENnsTt, AND 
Founa-ATioN or LeorrisiArv 

Pprmal acieniific retcarch had a rather 
insignificant rote in the agricultural 
revolution of the 18th cemury. This period 
was marked by the development, 
modification and adoption of good farm 
practices."’ Though the agricultural 
improvemenis did not depend on the growth 
of science, they created an awareness, not 
evinced previously, dxiut the significance 
of certain principles underlying the improved 
practices." The first instance of state 
patronage for agricultural improvement, 
accomplished through the efforts of the 
landowning aristocracy of England, resulted 
from the recognition of this salient precept. 
Arthur Young, expressedhis scepticism abriut 
organising a national board for the 
encouragement of agriculture, saying that 
the ministers would do the necessary for 
“manufacluies and commence. ..but they 
never did and never will do anything for the 
plough”" [Floud 1927:3], 

The first Board of Agricultaie (1793). was 
no government department; its status was 
that of a society founded by Royal Charter 
and supported by an annual grant from the 
Exchequer." Besides detailed surveys of 
farm practices, published countrywisc. the 
objectives of the board included advice in 
cheapening the process of enclosures." The 
most signtficant contribution towards 
agricultural science came during the early 
19th century, when the board requested Sir 
Humphrey Davy lodeliver a lecture annuall y 
on agricuIture.Thesclectures(1803to 1812) 
may well be considered as the binii of 
agricultural chemistry, which was soon to 
guide English agriculture on to a new phase. 
Ocher work by the board included founding 
of an experimental farm, and organising the 
national agricultural show. 

In this first attempt at patronising 
agricultural research, the relationship 
bnween those who practised agricultural 
research and the board that patronised the 
effort was “pure p ■•nmage" [Turner S P 
1990], There was a complete and "extreme 
case of disjunction between distributions of 
knowledge and discretion” [ibid 188]. The 
Board of Agriculture, whether in founding 
its expcrimcmal farm or i n organising Davy's 
lectures could rtol fiilly understand or assess 
the knowledge/practical worth of the effoits 
it was supporting. ‘Togive here was totrust" 
[ibid emphasis mine]. 

This problem of ‘uncheckability’ brought 
to agricultural science its first test of 
legitimacy. Though the importance of 
agricultural science in improving farm 
practices had been formally recognised hy 
the bovd. the agricultural depfcasion (1793- 
I8IS). made realisation of the ends, i e, 
improvement of agricuhtiiedifricult. In 1820 


iheTteasury did not extend the annual grant, 
they 

did not feel themselves justified in 
recommending to parliament to make any 
further grant for the service of the Board of 
Agriculture [Floud I927;9;en9hasisininc]. 

After two years of struggle to survive 
through subscriptions, the board was 
dissolved in 1822. Though the notion of 
scientific inquiry had permeated rural 
England signi flcanil y. as proved by the P/oit 
ofanAftricidluralS^ietytmdExperimtHial 
Farm in NorthwnberUmd prepared in 1797,'" 
agricultural science and iu practitioners had 
to discover and learn to ei^oy a iartguage 
of legitimacy in order to take agricultural 
inquiry further. 

“Science lor profit” was the promise of 
this new language oflegitimacy. The values - 
of sel f-improve mem. material comfort social 
mobility and intellectual progress [Turner 
1980] were situated in this legitimisadon 
process. We find that this new phase 
(chronologically l830siol870E)wasnurked 
by economic prosperity in the counify-side, 
led by the powerful middie-class tenants. 

Emergence of new institutions for 
promoting ‘scientific agncullure' and 
advances made in the principles of chemiatry 
helped this ‘profit-orienied’ phase of 
ggriculiural science (Russell 1966]. When 
the Bath Society founded a ‘Commiltee of f 
Chemical Research' (ISOS) and allocatrd 
funds for ‘establishing and operating a 
laboratory' to investigate their agricultunl 
problems, the analyticalproceihiics devised 
by Davy were pot to practical use (ibid).** 
Through the fuixlamemal revolution in 
chemistry initiated by Lavoisier, tmd its 
extension by Davy, it was posHble in the 
next phasein agricultural research tooonduct 
applied analysis, especially for testoif soil, 
fertiliser and feed quality. 

The agricultunl societies founded by Ibe 
professional ‘capital farmers' (William 
Marshall 1790: quoted from Mingay 
1977:78) during rtiL last decades of the IM 
century uad the express purpose of 
encouraging the useof sciencefort m prov tan 
capitaHtt farmiiig. In 1810 then wen 4( t 
agricultural societies in England and Walet, 

23 in Scotland, and 12 in Ireland I Hadbrns 
19721."From makhagempiricalobacnmioo i 
to conducting cxpcrtmenis (the Bath aod 
West Society for exmnpie), to oiganiiiug 
agricultutal shows and publishing paiB|ihlem> 
newsletters and periodicals/JoaiiiaK dm | 
British Agricultural Societies playedalemlag 
roieasthclocalorganisaiiomfaragricakml 
sciencethrou^ioutlhel9ihoeMHfy(HHitoo . 
1972: and RusadI 1966). 

They also deviaed lectuns for «— ; ? 
for farmen and aitisaRs. thus inRiali«flt»'^ 
process of rard cshicalioti, which ’ 

Turner's (1980) vahies of 
progrem and social mbilHy. Ylmaifli 
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crttciied by die elhe academic* of the times, 

this was to mark the emei^ice of the 
etkjctued middle clau profesiional in this 
branch of science. "The Royal Agricultural 
College of Cirencester originated in a small 
farmers club in 1842 (Lawrence 18651. 
Professional chairs in agricultuie existed at 
the Edinburgh and Oxford Universities since 
the Itte 18th century. All that was lacking 
was the necessary social and commercial 
space fur these new professionals. 

Agricultural science was yet, largely 
limited to agricullurai chemistry and with 
the legacy of Boussingault and Liebig, was 
even considered a branch of chemistry.''' 
The period I82Us to 1840s saw the use in 
demand for artificial manure. Manuring with 
‘guano’ (bird droppings imported mainly 
from Peru), nitrates and bone, made it 
necessary for farmers to confirm the quality 
of theirpurchaacs. When the superphosphate 
product by Lawes reached the market in 
1842. the fertiliser industry was born in 
Britain.” Increasing demand for analysis of 
soil and plant samples to check adulteration 
and to estimate .soil nulricni requirement 
was a cimsequeiice of this development.'' 
Though these chemical analyses proved the 
practical worth of agricultural science, other 
contributions like the use ol machines, kkiIs 
and implements that made tanning more 
efricient, less arduous and cost cffccii ve (by 
saving on labour eosts). added to its 
repertoire ’’ This was also the period of new 
implements and machines, with the 'radical 
lory' sentiments and the w'orking clas.s 
wishing to oust the new 'progressive 
elements'.” In this period of rural pro.spcriiy 
characterised by the bedlam of intercsis and 
political positions, agricultural science and 
its practitionen. maintained their po.sitinn of 
neutrality by catering to the pmfit motives 
of the ‘capital farmer’ 

Prom ‘Pkout to Prsitht ' Poi.mrAi 
Neitrai.ity Ins rm thin slisi.o 

Agricultural researchers in tlio 19theentury 
were either professional capital farmers 
themselves or were part ot the ansUK-racy 
(like John Lawes at Rothanisicd) 
Consequently, the painmugc rclai lonship was 
marked by the 'dual role' ot the scientist, 
who as a seieniisl and a.s a court icr/arislivral/ 
rich capital fanner, wiwkcd to further the 
cause of science inwards realising higher 
profits.'* This profit motive was entirely 
in tune with the mid-I9th century values 
of cosinopoliianism and material com¬ 
fort [Ttimer IDHOl. The duel role paironagc 
of rescwch. however limited, was insii- 
luiionaliied with the establishment of the 
Royal Agricultural Society ot England as 
the “national agricultural institution'' 
in 1839. 

While the demand for anal y scs grew, there 

was also an increasing awareness that these 


patron scientists had to do something more 
substantial in Airtheringiheicopeofsciemific 
inquiry. In the lint public plea addressed to 
the landed gentry (to the Earl of Spencer) 
to aid scientific agriculture, the writer sought 
deliberate omixsioti of the much “deb^able 
causes of the present depression in 
agriculture”, and encouragement of farmers 
efforts by 

your Lixdship and the landed proprietors of 
England, for your own ukes as well as 
theirs, aiid...for the credit and advantage nf 
our common country, to bring to bear upon 
this subject the invaluable aid nl science 
(Handley 18.17:6]. 

Handley's suggestion that such a society 
need not entertain "matters of a political or 
legislative tendency", was perhaps the main 
clause that led to the founding of the Royal 
Society [ibid 32]. The founders, the leading 
political figures, aristocracy and landed 
gentry of the time (including Sir Robert Peel 
himscIO appreciated the fact that the society 
would be "politically neutral" [Clarke 
1890:9]. This political neutrality was 
considered a necessity. 

In order to be realty powerful in funds and 
influence, it was necessary for men of all 
panics to act together, and to accomplish 
this politics must of necessity be excluded 
[ibid 8). 

In keeping with the demand for neutrality, 
the term profit wa.s eliminated and 'Practice 
with .Science' was adopted as the motto of 
the Royal Agricultural Society.” The 
society's was soon recognised as the 

voice ol agricultural science. Scientists like 
Charles Daubney, James Johnston, Philip 
Puscy. Lyon Playfair. Thomas Way. 
Thompson and Spence, and Augustus 
Voclcker enriched applied chemistry, 
especially its applications to agnculture 
through the IK4()s till the 188(i$. 

Prosperity in agriculture with increased 
inpul use expanded ihc .scicniinc advisory 
and analytical services of the agricullurai 
siK-ietics. When Voelcker was appointed 
consul'ing chemist in 1855 to the Bath and 
West SiKiely. it was a new profession born. 
Chemistry gained political respect; 
Vocicker’s analyses andcvidence to various 
Parliamentary Committees on Gas. Water. 
.Sewage Bills, the Agricultural Holdings Act 
(where Ihc amount of compensation for 
improvement by tenants was decided), and 
River Pollution were important landmarks. 

While these developments continued to 
contribute to the legitimacy of agrKuitural 
rc.scarch.thc social position of the agncultural 
scientific community (scattered and 
tragmenied as it were) was itself under¬ 
going rapid change. By the 1880s, a good 
majority of them no longer belonged to the 
landed .-iristociacy, were certainly outcasts 
- socially and profe-ssionally - in the circle 
of the urban bourgeoisie, and had nothing 


to do with the agricuhuni labourer or rural 
proletariat. They were the edwated middle 
class, specialised in the agricultural sciences 
or in chemistry in particular and had claim 
only to their intellectual property.'* 

MiootJi Class Prsifessional in 
Agricultural Science 

I ncrcasing stttture of agncultural education 
and increasing enrollment as well as 
graduation of students in this discipHne, 
especial ly since the 1850s. contributed to tlie 
growing supply of educated middle dass. 
whose search for positions commenrorate 
with their qualifications was a frustrating 
experience in Edwardian Britain. But this 
was no diflereni from other sciences; on die 
contrary agricultural science with its focus 
on applied chcmistiy enjoyed a better position 
than other sciences like biology or physics, 
which were not as relevant to the times as 
chemistry was.” Yet, the position of 
agncultural science as an area of research 
for which public sponsorship would soon 
become available, was hardly enviable. The 
discipline was nolonously inclined loappiied 
prolit-onented research, tlunng a period when 
the agncultural sector of the country was in 
the throes of economic depression which 
was commanding all soaal and political 
concerns.'' 

Leading agncultural scientists were openly 
discouraging manuring, the key to the success 
of Victorian agriculture.” Scientists had for 
long recognised the need for research in 
other disciplines, particularly of basic 
cxploralory nature To find a patron to 
support such basic research, without 
expectations of immediate practical 
implications and economic returns meant 
that the scientists had to seek patronage by 
both promising returns in the long run and 
legitimising these returns in purely economic 
terms that were politically relevant. 
inespcL-ti venf the scrcial position or political 
interests ot the patron. In this sectioo. we 
explain how scicnti.v'^ formulated this new 
language o. Icgitimisation. and how the 
interplay between auihonly and autonomy 
was institutionalised in this process of 
establishing their relationship with the new 
patron, the slate.*' 

Towards the end of the 19th centuiy 
worsening economic policies made the 
Victorian high farming practices, propagated 
effusi vel y by die agricultural societies, appear 
useless.'* There was an acute need for new 
practices and new scientific inputs that could 
be used without incurring heavy invesoaett 
costs.” This was the tongesi and worst 
depression in the English countryside.** 
When the motive became cmploymeM of 
profliaMc scientifK practices to sofMOt 
productivity or save costs, lechalcal 
instruction for the farming comayniiy and[ 
organisational ahernaiives Cor the ’ 




Bconomki and fWiiictl Weekly September 27, 1997 


of more basic research ai well a» more preciK 
applied research were sought. 

Since technical education leven separate 
depattmenis and colleges) in agricultural 
science was strengthened, the human 
resources c-uential for the ia.sk was not hard 
to find. However, it was not until the late 
1880s, through the Local Oovernment Act 
of 1888 (a publicly elected local authority 
for every county) and the Technical 
Instruction Act of 1889 I provision of 
technical education at the penny rate) that 
consistent state support for agricultural 
education was granti^.Thcfonuitous arrival 
of the “whiskey money” in 1889 made all 
the difference." By the 1890s agricultural 
education at the secondary and higher levels 
gained popularity thttrugh the offoris of the 
county councils and the colleges or 
departments at Aberdeen. Bangor, Durham, 
Le^s, Oxford, Cambridge, Edinburgh, 
Cirencester. Downton and Aspatria. The 
South EastcmCollcge of Agriculturcat Wyc 
(1894). and Daniel Hall's leadership there, 
gave agricultural education a new status and 
a valid case for more systematic research 
where facilities and trained personnel were 
available [Richards 1987 and Dale 1956], 
While output of qualified professionals 
increased, the older private research stations 
(under individual patronage or agnculiucal 
societies) were finding it difficuli to meet 
their research expenses. Roihamstcd 
Experimental Station for instance, having 
found that the trust instituted by Lawes was 
no Iimger sufficient to keep the expenmems 
going, was exploring sources for research 
funds. Daniel Hall, director of Rotham-sted 
station in 1902. had discovered (at Wyc) that 
teaching and extension activities depended 
on the improvement of research (Dale I956j. 
Endowed with a unique capacity to reflect 
critically upon the technological changes of 
the Victorian era, Hall saw that the 
contributions of chemistry to agricultural 
technology were now constrained fur want 
of contributions from other disciplines like 
biochemistry, plant physiology and 
bacteriology [Hall 1914 and 1937]. The 
discovery and application of Mendelian 
genetics to plant bribing had by then raised 
questions about the relevance of long'term 
research to establish the principles of plant 
genetics. Hall wanted pure scientists in the 
physical, biologica]. and microbial sciences 
from universities. 4o build the staff at 
Rothamsted. On approaching the president 
of the board of agriculture, he wa.s told 
“severely, that it was the duty of Rothamsted 
to collect any money n lequired" [Russell 
1966;234[.'* Hall wanted change in the level 
and consistency of support to agricultural 
research, and envisioned longer professional 
commitment to basic science. That be 
managed to implemem both these by the end 
of the decade was proof of the political 


, - I ' 'TV ’'f” '/T* 

power that profeasional scientists had 
garnered by then. 

The credit for this success in large part 
goes to the economic and political context 
of the times and the pof^ar rhetoric of 
public science that Turner (1980) discusses. 
Why did public patronage and full-time 
employ mcni in research come lo agrlcuttural 
sciences during theBdwaidian period, when 
sciences of much greater repute, even 
chemistry, had to wait until the war to obtain 
full state support? Did agricultural scientists 
have any additional leverage, over and above 
that of others in the same middle class 
professional group? 

Several studies tell us that social 
imperialism, the liberal governments and 
eugenics helped the middle class 
professionals legitimise and secure their 
social position and articulate their political 
interests, ultimately gaining unconditional 
slate support for their intellectual work 
(Turner 1980; MacKenzie 1979; Alter 1987 
and Olby 1991], It has been argued that 
agricultural science gained thi.s unqualified 
pubi ic patronage because the state was largely 
indifferent to die “specific economic goals” 
tobeexpecicd from the research programmes 
[Palladino 1990:467]. Allegedly, the state 
was also indifferent to the actual structure 
of the research insitiultons thus established 
(ibid). While the latter is perhaps closer to 
reality, the former reveals a gross 
mi.sunderstanding of the pnxress of public 
patronage in agricultural research. First and 
foremost, we discover here that state support 
was not unconditional. 

Slate support for agricultural science was 
granted not only because the state was 
conscious of the specific economic returns 
from it, but bccau.se this economic goal was 
appropriate in its ostensible political 
neutrality. Both Liberals and Conservatives, 
believed in and agreed to entrust the 
responsibility for agricultural and rural 
development lo scientific research [Olby 
1991], The ostensible indifference of the 
stale to the acttial structure of the research 
institutions was a result of this expectation 
of (apparently neutral) economic goals; once 
the stale had placed its trust on the subpairons 
(the developiTKnt commissioners), it was 
their job to fulfil the promise of economic 
returns. The ‘nodes of patronage' in this 
case, were designed to ensure that agricultural 
research couldhe spared political interference 
in its organisation and research content.'’By 
divesting itself of the power of discretion 
and handing it over lo the development 
commission (DC hereafter), the stale was 
seeking some balance in the distributions of 
the power of discretion aiH^knowledge. The 
development commissioners achieved this 
balance successfully; they were selected 
“scientists and sctentiflcally minded civil 
servants” [Olby 1991). There was thus no 


question of tbe stole befaif twyftatbn 
scientists being opposed to the int« 
the state. The DC embodied and su 
the relationship between the stale a 
setentists; it was the trusted votary o 
Wb«i the middle class professio 
agricultural science creat^ this Ic 
suitably qualified research adminisi 
the fim nodafaubpatroa, it was the fli 
towards the institutionalisation of re 
under assured public patronage. 

The Node: BaiDoiNO Autonomy j 
Expectations 

Before we discuss (he nature and 
identity of the DC, it must be ciarifii 
in the 1880s. the state had already " 
science a certain legitimacy, by enti 
itgriculiural scientists with the ‘respon 
for problem solving’. Gradual chan 
land legislations providing more seen 
tenure to farmers brought inert 
administrative responsibilities to the 
Council.'* The committee of the 
Council for all matters relating toagrit 
was set up in 1883. Pressure from agric 
representatives in parliament led to a 
1888 and the BoanI of Agriculture i 
pas.scd in 1889. Yet, the hope that the 
of agriculture (BoA hereafter) 
politically oradministrati vely stri ve U 
the problems of rural and agrici 
depression was not entertained.” Mot 
support for agricultural research fre 
BoA was paltry [.Snclling 1976). The 
Retorm championed by Joseph ChamI 
and the fiducaiion Act of 1902 by the E 
mini.siry were just the initiation of a 
of .stale interventions. 

Politically, agncultural scientists ex' 
the spirit of collectivism, whici 
legitimised when the Libera) goven 
(1903-16) came to power. Whe 
chancellor, Lloyd George, iniroduc 
budget and the development bill in 19 
former was rejected by the Lords a 
latter accepted after significant omen 
by (he House of Commons [Olby 1991: 
Why was the bill spared? Fir 
corresponded with the spirit of n. 
efficiency that pervaded Edwardian 
Churchill's .support came out of con' 
that ‘the need is urgent and (he momee 
for 'poitcy in social organisation'. Thi 
according to him. was to “thrust a bi 
of Bismarkianismover the whole unde 
of the English industrial economy,. 
it would make England a differcni c« 
forthepooriOlby 1991:525-26].The 
between (he turn of the ceniuty and Ih 
world war was of exceptional lignir 
for British science policy, especially 
‘ideolt^y of efTiciency'(Alter I987:C 
3). Nationil efficiency demanded km 
commitment to science, the experti 
which rested with the middle 
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[HacKeazie 1979]. There wm unequivocal 
npportfircMnall p^ftlcalpertief and leaden 
in who had ihKe the late 19th ccntuiy, 

made 'the promotion of icience one of their 
main political acdvitk**. The socially and 
politically heterogeneous group of 
spokesmen for British science shared beliefs 
generally attributed to the ‘social’ or ‘liberal’ 
imperialists, or the ‘efriciency group'. 

InoperUdist policies, strengthening the empire. 

improying national efllciency in competition 
with other nations, social reromu - all these 
slogans stood for issues which politicians 
and journalists of various political 
persuasions were committed to in the 
atmospAiere of political crisis dominating 
Britain at the turn of the century. They 
included not only Liberals such as Lord 
Rosebery, Haldane, Asquith and Grey, but 
also Liberal Unionists such as Joseph 
Chamberlain and Lord Alfred Milner, 
Conservatives such as Balfour.and Socialists 
like the Webbs. Senior civil servants such 
as Mowatt and Morant, who maintained 
close relations with both Haldane and the 
Webbs, were associated with this group, 
whose party'political allegiance was not 
unequivocally clear (Alter l9H7;lh2|. 

Secondly, the bill echoed the sentiments 
of private initiatives prevalent during the 
period. Lloyd George, Haldane and other 
‘new Liberals. ..also firmly believed in the 
continuing importance of privaieinitiativcs'. 
For them the state was to perform the 
‘enabling and organising tunction’ that the 
landed gentry performed tor agriculture 
previou.sly: but it was not the .stale's job to 
provide ‘unquestioning constant support' 
[Hull 1989; Chapter I]. The landed gentry 
as well as the farmers would benefit from 
tise enidiling function of the state through 
introduction of the bill (Dale 1956:75-771. 
Last and most important tor agrteuiiural 
science, the bill had nut specified how 
agriculture and rural development were to 
be supported. All that was known was ihui 
funds would be granted under the 
discretionary powers of the dcvelopmeni 
commissioners, for any purpose cnlailaietl 
to promotr ihr fctmomic tie wtopmem of the 
UK (Olby 1991:515, emphasis mine). 

The dcvelopmeni fund was handed over 
to be i mptememed by a DC, and admi msicred 
by the treasury (Lloyd George's own 
depanmem) instead of the BoA which was 
already funding and administering 

agriculturalcducaiiunandrescarch.ln 1910, 
pariiamem sanctioned the dcvelopmeni fund 
23,00,000 initially, with a spceiul grant ul 
£4,00,000 (voted the next year) for five 
years. This was the first time in British 
history that pariiamem gramed funds without 
prior submission of an expenditure plan, 
which is pro^ of the trust that the stale had 
placed on the devdopmem commissioners, 
’niere were intense debates in parliament 


•bout the need for a new orgadisation (when 
the BoA was already there), the creation of 
a centralist burcauoacy (accountable only 
to the treasury), the amj'dernocratk nature 
of the bill (atk^edy baaed on Sidney Webb’s 
thesis that only trained officials and 
profcssioruls could do the Job), its open- 
endedness (a free hand to the commissioners 
to use the funds for wwfcs they thought were 
essential for development), the actual 
working of the commission and the chances 
of cortuptionfthe ambiguity of organisational 
formats and work proc^ures), and the 
permanence implied by the provisions of the 
bill (though grants were requested only for 
five yean) [Olby 1991:515-18). Tlie most 
significant outcome of this debate was the 
deliberate and direct empowerment of the 
development commissioners, “scicmisls and 
scientifically minded civil servants”, to make 
decisions about the use of national public 
resources, and be accountable within a 
framework of scientific rationality (dictated 
by expectations from research), with no 
accountability lothccxisting bureaucracies 
This empowerment was a victory for the 
collective spirit in science, the tentative 
formutation of which in an era that was still 
dominated by individualism, was realised 
with the rhetorii. of public science in the 
Edwardian period. But there was no 
unconditional support ‘for agricultural 
research, (i) the slate wanted economic 
development,and its icpnescntati ves believed 
in the enabling function of the state, (ii) they 
trusted the discretionary powers ot the 
dcvciopnricnt commissioners to use the tunds 
accordingly, and (iii) the development 
commissioners trusted the scientists to 
produce technology which would achieve 
these economic ends. 

Within an year of its constitution, the 
development commission came out with a 
definite plan to establish a senes of 
' Agneultural Research Insliluies' in Bntain. 
iniiiaie long-term basic research effort, and 
appoint scientific experts to conduct 
research.''- This ran counter to the wishes of 
the bureaucracy, the BoA. whose interest 
was to lund research along the university 
puticm [Snclling 1976). Yet. the year old, 
development commission was able to 
comm.md the power and respect needed to 
Implement ilsdixasion overruling the interests 
of ihc BoA who had played the field fiv 20 
years. By August 1914, the development 
commission had established 14 research 
institutes and two minor research centres. 

This was the first instance where the 
educated middle class created theirown space 
in the public domain through establishmem 
of research institutes. Daniel Hall represemed 
this groupinihc development commission." 
Hall wastnily “the architectofiheprogramme 
fashioned by the commission” (Olby 
1991:518|. His role was all the more 


significant becmise Sir Francis Hopwood 
who was the only salaried member in the 
DC during the firs t two yean (till Hal I started 
sharing his salary in 1912). and responsible 
for “guiding this novel body suddenly thrust 
inlo.orimposedupon, n^ions already within 
the jurisdiction of other poieniates such as 
ministries or depanmenis” [Dale 1956:78), 
was absent when “some imponani 
negotiations had to be conducted a^ some 
importa nt decisions taken” (ibid. p80). Both 
Webb and Haldane supported Hall's view 
(hat a separate professional body of 
agricultural scientists should be established. 
Thisbacking reinforced Hairsdetermination 
to oppose the BoA move to incorporate 
agneultural icscaich function in the existing 
general universitieslSnelling 1976; Chapter 
3, and Dale 1956, C2iapter Sj. 

Hall's role as development commissioner 
marked the conjunction of the economic 
expectations of the state from I hie commissKm. 
and the active political interest of the middle 
class expert to mark his/hff domain in the 
public sector. The scheme that the 
development contmissioners submitted to 
thetreasuryin 1911. had divided agricultural 
.science into 11 main subjects, which were 
‘branches of science’ (and not branches of 
agricultural production), such as plant 
nutniion, plant physiology, the economics 
of agriculture, animal nutrition, etc, [Dale j 
1956:95). They provided for “systematic 
and continuous research in each of these it 
one nr two institutes devoted to that subject” i 

(ihid). The only exceptions were separate s 
inslituies fur fnt'l growing and for dairy ' 
investigation." llie rescaich contciu in aU 
these institutes was to be “more fondamental 
than practical, in order to build a store of *' 
knowledge which would then be used by the 
advisers to help solve specific problems” 
(Snellmg 1976:5 t).Therewasthus.adefinile 
understanding of what kind of research was 
to he supported. In principle, the research 
was to be ba.sic exploratory, but only such 
basic research tha: showed potential for 
cconomica.'y relevant applied research was 
funded. Hall must poignantly revealed his 
mode ot selection and direction of research 
in his role as Ihc 'node' at Rothamsted, 
where as director he exercised his liit* 
crctionary power based on his knowledge 
in Ihc agneultural sciences. He daimed to 
have fulfilled his original aspiration not to 
let it drift off into on academic Ge r man 
machine of no interest to the practkml 
man [Dale 1956:98, emphasis mine). 

This discretion worked cfTectivdy in hb 
role as development commissioner. In 
funding genetic research projects, of 
establishing insrituies for plaM hmnihn 
research, there is little doubt that HaH waa . 
guided by tfos pragmatism. In etUloMM^i . . 
separate institutes, the sigmficaoi iiia|nil;:i V' 
that Hall received from Sidney WahbwBI^VC 
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the commiuion, T H Middleton at the BoA 
andTB Wood at Cainbndge, deserves closer 
examination. Hall's relationship and 
collidioration with as well as latth in the 
academics at Cambridge was a mqjor factor 
that guided the development commis.sion's 
suppoit of plant breeding and genetics, the 
Cambridge outboy-network spreading this 
line of research through the country.'*’ In 
keeping with the spirit of the times, the DC 
brought the enabling function of the state 
(products of the public research system) to 
bear upon the private initiatives of industry, 
be 't plant breeding firms or business 
assiviations. This research direction was not 
engendered out of the “indifference of the 
state" [Palladinn,l990], but was as desired 
by the state and the Liberal leadership of the 
times. ‘To give was to trust’ in the 20th 
century as it was in the ISih century under 
the first board of agriculture. Only the mode 
of participation of the scicnti.sts in the 
patronage relationship had changed. 

Ill 

Sub-Patron: The Powerful Scientist 

The middle class prorcssion:il had hy the 
20th century, consciously carved nut his 
niche in the public domain, by helping land 
constituting) those who wielded powers of 
discretion. For the DC, the expert committees 
and peer reviews which would decide awards 
of research grants to individuals and to 
postgraduates in these institutes, were all 
legitimised by these .scienii.sts by their 
‘con.scnt and participation' [Turner, S P 
1990). 

By participating in the sy.stcm of public 
patronage, agricultural scientists ensured 
perpetuation of the myth of autonomy and 
political neutrality of .scientific research. 
Accordingly, if public patronage was to be 
extended for the promise of economically 
relevant results, with the help of 'nodal' 
decisions sanctified by scientists, the only 
political contamination would be by way of 
the state enabling or disbanding effective 
implementation/utilisation of the rc.searcli 
results. In this framework of public 
agncuhural nescarch, the research effort and < 
the research result would always remain 
politically neutral. 

The history of public patronage is n fe witli 
this myth of poliuci neutrality, sanctified by 
the participation of scientists in the political 
process often as ’mxies’ making crucial 
bureaucratic decisions. Hall resigned his 
directorship of Rolhanuted in 1913 to take 
up a civil service post as salaried member 
oftheDC.This'manofscience'hadby 1917 
completely turned civil servant, wiKn he 
accepted the post of secretary m the board 
of agriculture.** His was the voice of .science 
in administrative and political decision¬ 
making. "His unique gift was that, starting 


in pure science, he was idiie to carry hit work 
ri^ rtatHigh into the political Held, with 
consequences yet to be seen” [Crane 
1942:62], Other men of science like 
Middleton and Sommerville followed suit, 
appointed to various advisory posts, as civil 
servants, <ir senior government advisors 
(Russell 1*766]. This, according to Hull, was 
one of the 

(SItrategies of middleclass expert groups to 
gain political power. Some groups sought 
direct representation in parliament, and 
some sought more permanent political 
power of a more executive onler...This 
approach involved the selection rather 
than the election of experts to take the place 
of, but not become, high ranking civil 
servants on advisory councils where they 
would have a less visible but more funda¬ 
mental influence on all areas of national 
policy [Hull 1989:70-71]. 

The single must important achievement of 
these middle elas.s experts was this transition 
from theirengagements inscicntific (applied 
or basic) research work to indubitably 
political work. The apparent contradiction 
between the two activities, popularly known 
for the objective facts and subjective 
ideologies they represent respectively, was 
resolved in the rhetoric of political neutrality 
of science. This was the 'revolution' in the 
organisation of state sponsored agricultural 
research. 

Thai iigriculluial science in the public 
sector has managed to maintain to date, this 
distinction between the political mileage 
gained from an economic goal, and the 
political neutrality of science proves the 
tenacity of this legacy in the organisation of 
rc.search. Daniel Hall had much toconiributc 
10 this by his promotion of agncultural 
economics as a discipline and institu¬ 
tionalising It with the c.siablishmcnt of a 
separate research institute.'*’ For. the 
.scientinc, in other words politically neutral, 
pronouncemenLs of this discipline have 
ensured the sustainability of this legacy in 
public research systems, as well as the transfer 
of the organisations embodying this legacy 
to other parts of the world. 

As instiiutipnaliscd in the tripartite 
lelatkinshipofagrictiltura) scicnlist.s-patrons- 
agricultural economists. Trust' is justified 
through economic returns to investment in 
appropriate research organisations/ 
prugrammes/projecis. “Systems of patronage 
arc rc.solutions of the mismatch between the 
distribution of discretion and! he distribution 
of knowledge" [Turner, S P 1990:208]. In 
every country the organisational model 
selected according to expectations of the 
nature of technology generation and 
economic returns iheiefroffi, includes “a 
serres of acts of dctegalion...to redistribute 
funds and discretion” to sciemists." The 
organisational model that embodies this 
'trust'is tbusaset of regularised delegations. 


which can emoi* mutts thtf an Taon 
predictable or lucceaifkil’ to naliw thi 
patron’s olnw. ”Succeu and the Inddenta 
creationof new utilibet create ncwantrongci 
motives for the patrons to detegate" (ibfd). 
In this relationship between the patron state 
(the bureaucrat and politician) and the 
agricultural scientist, success results it 
increasing delegation of aulhoriiy/powers o 
discretion to nodes. 

The Rhetooic Resonates 

In the British case discussed above, the 
active polittcal role of the capitalist tenan 
farmcre and the agricultural scientists in the 
system of patronage was crucial in shapin 
the research organisation, funding pattern 
and research content, whether the 
organisation was a farmers' association, ar 
experimental farm, a college of agriculture 
or the ultimate public sector agricultura 
research institute. When these very modclr 
of public research organisation were 
transfeired to other nalimal contexts, thi: 
dynamic political role of the farmer and the 
scientist* was smothered in the ‘political 
neutrality' argument. Thus .sterilised, the 
ideal model of research organisation and iL' 
i ntroduction intocach country was ponrayet 
merely as a function of the economic results 
expected hy the patron slate. By putli ng forth 
linear phases of evolution, agricultural 
economics cleverly di.sgui.sed the profusion 
of paths that various developed societies had 
taken to carve nut their present research 
.systems.** 

In less developed agricultural economies, 
these systems of patronage generate a vicisoas 
circle - a patronage trap in technology 
generation. For instance, success of the green 
revolution technology packageinspires more 
funds and more nodes, and con.sequemly 
morenesultsofthe same kind, ltdoes generate 
ample criticism about repetitive and ritualistic 
research (ICAR I988|: but the organisation 
caught in this patronage trap is often unable 
to respond positively to these criticisms. As 
the number and power of nodes increa.ses. 
the agricultural research organisation 
discovers its autonomy from the cultivators 
and the rural population in general. Betides 
this, the organisation deflnes its research 
mandates and conduct with a pure and 
rigorous admini.siraitve/icchnical 
accouniahilily of the scicnii.sis to the nodes 
or the management within the system of 
patronage.'*’ The rural populations or their 
representatives naturally cense to figure in 
this mutually sustaining relationship of 
patronage. The question of whether 
agricultural science in less developed 
countries really needs public research 
organ! sat ions en^ wed with autonomy from 
its agricultural and rural population, iniiii be 
ethically Informed (Koppd 1986]. It it sad 
that agricultural science and the economics 
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,4ui infatmi It m not even awere uf the 
etMeid implicattons of the *tn«t’ which 
coiMiitiitet the baaU of public patronage of 
Kknce. Will farmeis in these less developed 
agricultural economies ever wield powers uf 
discretion? In this day and age, even when 
‘fanner first’ (Chambers et al 19911 has 
become a (most welcome) slogan, it is 
unlikely that research systems m less 
developed countrici will reorganise 
themselves to ensure that farmers pattici pate 
actively in nodal decision-makmg in 
agticultural research. 

That fanners panicipatinn it: agricultural 
research was recommended as basic 
requirement for the organisation uf a 
de^tralised (three tier) public agricultural 
research system in India is now conveniently 
forgotten [Voeicker 1893, sec Chapters 16, 
17 and 18], The British government of India 
did request Voeicker to suggest measures to 
improve Indian agriculture in his capacity 
as an expert in (he field of agricultural 
chemistry. But the government was not 
wilting to take up all the recommendations 
made by Voeicker to ensure the use of 
scientific enquiry lor agricultural 
development.” Thrwe pans of scientific 
enquiry that were of direct commercial 
interest to the government were 
institutionalised; these unfununaicly did not 
include the crucial first tier of research 
organisation recommended hy Voeicker. This 
firit tier embodied Voeicker's perception of 
the history of English agricultural 
improvement: the iniegratcij information 
systems and participatory iranslerof cultural 
practices or methods from one region to the 
other and the local farmers' organisations 
taking up practical enquiries ot direct 
relevance to them, were to be the foundations 
upon which the applied and basic research 
contents would be institutionalised. Whether 
the Indian peasantry was in a position to 
organise or even be helped to organise in 
such fashion (os the capitalist tenant farmers 
did under the tutelage of the landowning 
aristocracy in Britain) is debatable.'- What 
IS significant here is that the Indian 
agricuhural reieaich system was built without 
this foundation of the rural and agneuliural 
population, and with a significant 
participation of the urban middle clavs. 

There was in India, a professional middle 
clau community ready to take on the job 
of conducting agricultural science as early 
as the turn of the 20th century. Colleges of 
agriculture in Saidapet, Poona and Bombay 
had started producing agricultural graduates 
os early ai the 1880s. These middle class 
professionals gained direcily from the 
decision of the British government of India 
to organise for applied and basic research. 
Whether it was in the establishment of 
indigenoua research institutes (as the Indian 
Agiicidlural Research Institute in 1904 or 


the Provincial Research Stathms way bock 
in the I870i), or in the transfer of 
organisational models (as the state 
agricultural universities in the 1960s based 
on the US Land Gram colleges), the rhetonc 
of political neutrality has held sway over the 
agricultural research emetprisc in India.” 

Within agricultural economics, the study 
of institutions and the incorporation of the 
same in policy analyses is based on the 
assumption of a strict division of labour 
between scientists (including economists! 
and decision-makers (bureaucrats/ 
politicians), between the means (science and 
technology) and the ends I development! 
[Hagedorn 19931. Almost always analyses 
ofthe organisation of research and its funding 
by the public sectorAhe slate, scientists and 
their work are conducted within this 
framework of economic determinism, where 
the objectivity of science is used by the 
subjective needs of politicians and 
bureaucrats to achieve specific economic 
goals or targets. Accordingly, the patron 
state organises agricultural research, the 
products of which will bring economic re.sulls 
often of political relevance: the .scientisis 
and (he rcscaa'b coment within suchpubliclv 
sponsored research organisations remain 
objective, untainted by political biases. The 
latter remains responsible only’ for the 
produclion of kmiwledgc and technological 
solutions for praclical production problems. 
However, no such di vision nflabour prevai Is. 
The apolitical, purely knowledge seeking 
agneuliural scientist does not e.sist. As middle 
class professionals, agricultural seienli sts are 
a.s much part of the decision-making/poltcy 
system, and are more (if not a.s much) 
concerned about the survival and 
advancement of (heir professional causes 
than about the economic and political 
consequences ot the technologies they 
produce. Historically, the evolution of 
publicly sponsored agneuliural research is 
marked by instances where scientists 
themselves lobbied politically to ensure that 
their demands fur state spon.stirship would 
be fuiniled. and played the rule of decision¬ 
making bureaucrats once the (Hiblic re.search 
system was institutionalised. 

Notes 

[This work would have lemaiiwd an idea nr al 
best a research pruposol if it were nor for the 
support I receiv^ from the fcllowing 'palrnns' 
in iheir respective capacities as teachers, 
professors, and friends: P Norayano, Sakli Padhi, 
Michael Upton. Martin Greeley, Robert Olby. 
Stephen Biggs, Jane Haggis. Charlotte Martin, 
Pinicl RavuHlrai.SaiKlcep Ravindran. and Phrov 
Rama. I lhank all of them and udse on the onus 
of any/oll errors in this work.] 

I .See Podht (1997). for a recent review of the 
coprialisl transfomuliofl of ogricullure m 
dilTercni contexts (European stoics, the US. 
etc), giving a detailed anUyni of the caosal 


focson and their umqae fealoics in each 
coMexl. 

2 Institutiooi incloife rules of behaviour itiu 
govern polleim uf lelotioiuiiips and aciton 
os well os public agencies, private firms 
families, and other deciskm-mokuig onus 
Sec note I. Bonnen <1987!. and ConimoH 
(1970). Inthupigier, pohlicscctoragriadtiiral 
research instilutiuiu include the ocganisiUons 
(institutes!, the rules of behaviour and 
functions wiihin these tadministrutive/ 
finnncial decisions and proccsfci. the 
personnel puJictcs.eloondtJieiriElalioasbips 
wilh other components uf the agricuilunl 
technology management system. For 
definitions and concepts see Kocbeieau el al 
(I9K8I. 

i The interests could base been purely 
hcdunistie. or olrsolulely praclieal solaUon- 
.seeking; iheagenceslikewise.entuelypnvMe 
or state-supported or suppoiled collectively 
through local <ubscrip(ions: the types of 
research could have basK inquines or 
applied rcsearch or adoptis e lescarch 

4 .SceHayainiandRunan(l97l)forlheiaduccd 
innovation argument. Land saving-labour 
us mg technologies (biulogical-chenucal) have 
evolved in land scarce labour surplus 
econiiniics (Japan) and labour saving-land 
using technologies (mechanical )haveevolved 
in land surplus labour scarce economies (the 
U.S) For an example of a country with non¬ 
market induced innovalicns, sec Bufimsier 
11987) 

5 Autonomy as used here reveals (lie nghi to 
scif-delemiinaiion uf science and scienlific 
research, without being infinenccd by or 
responding to any nun-sctcnuric variables. 
Fulitieal ncuirulily is used to denow how the 
rcsearchefron andlhe scieMistswhonndertafcc 
such research that generate Oiave the poKMial 
to produce' economically relevant 
technologies aic not influenced by any other 
concern but the purely technological result 
of their rcsearch effort, the political 
imperaliscs or interests of the state or any 
other actor notwithstanding. 

6 Four types of crises that generate pobucal 
respotLsc and commiimeni to agricahuial 
research arc food deficit, loss of capon 
capacii- landtenurc.andfactorpricec h ait g a. 
Sec. Alves I I984l. 

7 For various shad, of the autonomy/polilical 
ncuira .ly argument in national and 
international research oiganitatioa lee 
Lipman-Blunien (1987). Bonnen (1983), 
Rockefeller Foundation (1982). Oaxat I9VT). 
KoppcI and Oosa (1987). 

8 Rcorganisaiion of the Inchan Cosincil of 
Agricultural Research wilh abiolutu 
cenirahsed power over funduigandexeciiiian 
of research in 1966. upon the pnoiiic in 
conduct applied resenreh and gen ena e 
appropriate HYV-based technology, wm 
essential for die success of th eg i t e nitwn ln li on 
in the country. Enabling this 
was (he trust buik between the 
buieaucralic and sctemific iMeicsl gnups in 
the country. Thii waa icpiesanedhy the inat 
Ss'r Subtanwaiam (minister of agikulkMh 
B Sivaramon (secretary. tkpaMMnt of. 

agricuilure), and M S SwsnrinalhMlflMhMkr 

at Indian Agriculiaiul RcaesKh 
See Swaimnatlian (1969). 
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(1972). Sivaraman (1991) and Rajetwari 
(1992, CSuplen A and 7). 

9 Hull (19)19) in die theais lilled 'knowledge 
is power', discusies how the scientinc 
community conitnicted its political power 
base exploiting this Lockyerion slogan But 
IcnowMge is not power, and power as it 
appears in a technologically sophisncaied 
woddcaimot be fully exercised without heovy 
Kliance on forms of human lelolioos that do 
not reduce to relations of power but to tnist” 
[Turner S P 1990:209]. 

10 Jethro Tull's seed drill and hoeing pracrices 
gained popularity by enabling row planting 
and well spaced crops. This ultimately brought 
in the four course rotation iron wide acceptance 
m England (Russell I9A6). By combining 
marling his land, folding in turnips and clover, 
drilling the seeds, and using oil-cake fur 
feeding cattle. Viscount Townshend of 
Norfolk (post 17Ms). developed a balanced 
land use system. Both Mingay (19771 and 
Riches (1967) show that the success of 
Townshend's form practices come not from 
innovations, but from careful adoption and 
combination of existing practices. The practice 
of sheep rearing and selective breeding, 
populansed by the Coke of HolUuun. made 
the four course rotatiom of wheat and barley 
with turnip and clover, even more proritable. 
Simultaneously, the availability of long teases 
also helped widespread acceptance of the 
four course rotation Thus a capitalist tenant 
was ensured that the investments he marie 
towards improvement of land would stand 
him in good tread for the long period that 
his lease lasted. The Coke of Holkham (his 
agent Blaikie to be more specific) was 
responsible for providing the guidelines and 
the incentives for tenant fatmets to make 
capital inveslmenu in the land[Mingay 1977. 
pp 24-15}. These on-farm investments by 
tenants wcrecompiemenled with investments 
(canal improvements and niral recotislnictian) 
in rural infrastructure by the landlords 
[Chambers and Mingay 1966: Marshall 1790 
in Mingay 1977] 

11 Methoris to increase form production were 
populansed by die wnlings of agricullural 
reporters like Arthur Young, William 
Marshall, and Nathaniel Kent 

12 Sir John Sinclair, a Scottish landlord, was 
also on eminent financier, M P. and a voracious 
writer on various topics of economic 
iigraficance in his time. He won the bet with 
Arthur Young on establishing the board of 
agriculture, when pleased with Sinclair's 
services with the Exchequer Bills in restonng 
commercial confidence in the business 
commuiuiy. Pm "agreed in return to support 
the etlaUishmenl of a board of agriculture 
if the House of Commons was generally 
favourable to the idea” [Hood 1927, p Jj. 

13 The board consisted of the founder patron the 
king, the president (Sir John Sinclair), 
secRUry (Arthur Young). 16 cx-ofTicio 
m em bet s and .30 ordinary members Among 
the anginal ordmary memben were almost 
all the prominent landlords, including 
'improven' like the Coke of Holkham (Floud 
I927J. 

14 Eadoturea were the direct result of the 
commercial spirit in agriculture that 
accompanied the breakdown of the‘manorial 


self-tufficiiig organiimloD'' [RkhM 1967. 
p9]. The moil rapid encluauie m o vement 
was that in the I7ib centuiy. However, the 
question of contribution of endoeiiret to the 
agriculnml nvedution of the iSth ceniury 
hai not been aruwered convincingly (Wotdie 
1983. IV ■V).3-a5j. 

15 Establishment of the society in 
Northumberland had to wait dll I8.36,^lhe 
Cockle Part experiment station woa not 
established until 1896. "The seed for both 
these developments was surely contained in 
this earlier proposar, the printed plan 
document of 1797 (Pswson 1961). 

16 Davy's dermidon of agricullunil chemistry 
05 "the arrangeinenu of matter connected 
with the growth and nourishment of ptonis, 
the comparative values of their produce as 
food; the coiulilulion of soils; the manner In 
which lands are enriched by mamire, or 
rendered fertile by the difTerent processes of 
cultivalion” (Russell 1966, p 68], constituted 
till the end of the I9lh century, almost the 
entire conlem of agricullural researeh. His 
lcciuics( 1803-1812) were published in 1813 
as Elementr rif AgricuttunU Chemistry. 

17 See Hudson. 1971 Appendix 1. Members 

* were the landed gentry, the leading tenant 

farmers, great flnoncien. some of the breweti 
(barley was a good crop for the brewing 
industry) in the country, and induslriolisu. 
with a fair smollenng of some of (he sitting 
MPs. Hudson gives the list of members in die 
Norfolk Association in 1883-116. “These men 
controlled the county". The increasing 
dependence of farming on immediate access 
to markets was facilitated by the development 
of the railways. (It was also a resuli of the 
shift from wheat to vegetable and liveilock 
products since the late I870t.) Thus it is 
interesting to note that the membership list 

• ofriie Norfolk Association was "topped off.. 
with the choiniian of the railway company 
serving the area" [Hudson: 1972, p 96]. 

18 See Richards 1983. fur this emergence of 
“Bachelors of Barley" from the new 
ogncultural colleges in Britain in the mid- 
19th centuiy. 

19 See Russell. 1966. Note that agricullural 
science was admitted to the BntuhAssociadon 
fur the Advancement of Science in 1843, with 
much opposition and only as a branch of 
chemist^ [RKhords, 1983: I6lj. 

20 Phosphadc fertilisers were the first to be used 
as purchased inputs, followed by nilrogcnous 
and last by polassic fertilisers. The amount 
of reitiliscr qsed in the UK increased from 
(VIVO tbousand tons of N. P20S. and K20 
in 1837. (o 0.2/20t0 in 1841. to 3V46/0 in 
1843. and by 1874 to 34/9(V3 (Grigg 1989. 
Table; 6.3]. Nitrogenous feitiKseis were not 
papular during the last decodes of the 19ih 
century, largcl y because arable was becoming 
increasingly uncompeliti ve. and larmets were 
not witling to use more fcniliscis in the face 
of declining prices, especially for wheal and 
other cereals. 

21 GUbert records that Vockker hiimclf (the 
first Consuitii^ Chemist) 1^ analysed over 
300 samples in 1865 andom l.600in 1884 
[Gilbert 188S]. For similar analyses and slate- 
sponsored chemisis in the US. see Mareiif, 
1987 

22 If Jethro Tull’s seed drill made the rotations 


mom efIhilMH InitM Uii ctatwyr h WM dw 
renpv dMi enabled compeMvu wfaeMfceiMl 
himinf inllie I9tbceniin'-Labonrshostagas 
is the t84(h made the use of the Mper a 
necesrty u the south-caiteni cenal hacli 
[see Origg 1989, Chspier 12], 

23 See for example the Burges 1831? "Letten 
on the unrestrained are of modem mach l neTy". 
in Beig (ed), 1979, pp 74-78. The slogan of 
these wrilen was that all the clastes, the poor 
(for their “doily bread"), die midte class, 
the philanthropist, the religioolst, and the 
rich ("that they may retain their poascasiona”) 
would stand to gain by avoiding rural 
mechMisation, (p 78). 

24 See Turtier S P (1990) for examples of the 
“dual role" fonns of patronage indie sclealinc 
endeavour. 

23 Along with founding of the Royal Socicly 
and its political neutrality came die founding 
of the “Farmer'i Central Society of Great 
Britain and Irelond” whoie objective was to 
encourage agriculture and preu for protection 
without party potidcal feeling. This, the result 
of the dissident group from the one that 
founded the Royal Society, was in 
organisatioo that fought for protection during 
thai period when oboliiion of Corn Laws wm 
a motor political issue [Clarke 1890). 

26 See MocKeiuie (1979) on the social positoo 
and interests of the profeuionol mid<^ class 
- especially the intellectuals moves to 
safeguard their only property of mind and 
intellect* 

37 See Ricbonb 1987, p 184, nnd Alter 1987, 
pp 224-25. 

28 Poll in price of wheal due moinly to increased 
importa, was the first factor that triggered 
public attention to the fact that sciemific 
farming did not mean tmifiiable farming. 
Farmen who struggled to beat the tow prices 
wilhinre naive culhvadonandincreaied output 
during the l89Qs. went bankrupt [Russell 
1966, p I77|. 

29 'To attempt to meet falling prices by increased 
production upon the oht lines, that is, by 
simply increasing the amount of manure 
brou^tupon die land.... would, in n^apuuou, 
be entirely futile.’ [Uwes I879:.34]. 

.30 ScieMists like Johnston (I840t and I850i) 
reiterated that agricullural science must 
address questions that establish general 
princtplei and nut “confine itself to tnnlyaes 
for immedioK pr^il" (Russell 1966:131-33]. 
Vodekeremphsiised dial "experiments which 
establish general principles" were required 
"much more urgently than what sse comnonly 
called practical experiments which have for 
their avowed abject simply the profit of the 
faim’'|Rttssell 1966: l2.5|.The|etierilo^leci 
of basic science was a problem in Britain, 
whatever the discipline [Alter 1987]. Uebig 
(1844) expressed concern over the Eriliih 
“perception that only ifaofc works Which have 
a practical tendency awake atiendon and 
respect, while the purely scientiric works 
wt^h possess far greater merit ore atmosi 
unknown" [as quoted in Alter 1987: 120] 

31 See Turner. S P (1990) on the ImiiWdQnt- 
lisaiion of patronage relationships in inodeni 
scieMiric researeh, especially pp 198-209. 

32Towankdteclafeafdie 19th cenfwy da ir yi n g 
and nuiket hofrictihtNU wen the only aectois 
of sgricirttuic that wen do<it| wuH (Dale 
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f 9W ud (Mn t989|. Land w« being taken 
OM of eenal cutdvailoa lapidy tiiKc the 
I9I0I. IIWM BO loafbrpnintable to produce 
eemUi or manan. for long the itoplc nuikct 

pradneti of BngUah agiiculiuic. Advice by 
leadliig men of the dmes like James Caird 
recommeiiding odapution and chanix in the 
farmaectorwasgivendoeregordlCaird IS79: 
in Mingay I9T7J. But the nu^iy of the 
cereal neia could not adapt. The landlords 
and lenoMs hand no money to invest, in older 
to make the shift from the existing (wheat- 
baled) cereal production to livestock (dairy 
and poultry produce especially), fruit, 
vegetahle and potato production |Russell 
1966: 179], 

J3 “In Kttospcct what came to he known os high 
farming' was a strategic miscalcululion. u 
misdirMion of resources. Londhmts sank 
capital in drainage and buildings, and fanners 
devoted much lime and money to developing 
advanced systems of cultivation, nciihcr of 
which could pay at the prices which ruled 
in the lost decades of the century and for long 
after” (C3ianibcrs and Mingay 1966 l(iK| By 
the end of the 19th century.howevcr.noi only 
wese resources unavailable foi agiicullurul 
investment, but there was realisation dial 
without a scientifle calculation of what was 
needed in Icinis of inputs, increasing input 
use meant mere wastage of resources 

34 Chambers and Mingay (1966) argue that 
there was "no getirral deprevsion in English 
famring" (p 209). The shift from wheat to 
more immediate-market production seems to 
have brought this conclusion Hut ihe fuel that 
agricultural output grew at a rale of ~() K per 
cem per annum dunng the period tKK.3-K9 
to 19004)4 [Crigg 1989. Table. 2.2. p 7] the 
worst since 1700. shows that ihiswasapenod 
of unprecedented depression in English 
farmiog. 

33 In 1890the government ininiducedaddiiional 
duties on beer and sptnis, and decided in 
provide compensation for those licences 
extinguished The compensaiion hroughi 
strong opposition, and ibe proposals lor 
compensoliun were withdrawn inmiedialely 
The goveromeni found ilsell with an income 
of £ 7,30.000 a year, and a "half empty and 
lethargic” House decided lu channel this 
motley into technical educauon including 
agricidlural instruction, to be handled by the 
County Councils [Floud 1927. pp 90- 91. and 
Ricbanb 1982. Chapter 3) 

.36 RodiaiiMcd. the ma)or ogncultural research 
station conducting basic sdcnnric inquincs 
in England wax collecting money through 
donations in 1904. through the Society for 
Extending the Roihamsied Expcnnicnis. 
Under Hall, the station uhtaincJ funds for a 
bacteriological laboralory (with a grant tor 
m maintenafice) from James Mason. MP. 
funds for payment of a special assisiam-e for 
soil investigations from the Goldstmihs' 
Company, and the Permanent Nitrate 
Company (RothoimledExpcnmenlal Siaimn. 
Amtmil Re/Htn. 1909). 

37 'Nodea' in public patronage of science are 
often the dncckin of research msiiiuiions or 
suitably quaKOed research adminslrolivs 
S P Twner (1990) deftnei nodes as prams at 
wMcfctigni Ream discretion maybeesereised. 

b modem acicMinc research the nature and 


dialribution of iheae nodea decide the 
distribution of powen of diicrelion and 
knowledge, in other words the control over 
Ibe direction of or the uncheckability of 
reseoicfa. 

38 TheKwcro:slaftmgrromlbeTillieAct(l836) 
- money payments in place of payments in 
kindori/iath the produce, the Enclosure Act 
(1843) - creating the Enclosure Cominis- 
skmen and their power to give Provtsionol 
Oidets, the Copyhold Commission 11841). 
and ihe Seilted Land Act (1882). the last of 
which merged oil the former lo cstahlish the 
Land Commission in l882|Raud 1927. I0|. 

' 39 The board of agriculluiE would work lolmng 
buck prosperity: but ”nol by any aclion of 
parliament, not by the fostering core of a 
departmeiit, but by bnnging home to them 
(hot knowletige and power by which Ihey 
themselves may work oul their own 
deliverance” (W H Smith at the second reading 
of the bill, reported in Floud 1927:13-14]. 

4(1 The budget proposed lo tax land and in 
la) increase direct taxation.and(b) "raid" the 
Sinking Fund for development purposes 
instead of using all of it for paying off naliujial 
debllOlby 1991:314]. The hilt was meant lo 
help agncullural and rural development 
through afforestation, scientiric research, 
improvement of stock agricultural co- 
opemlinn in marketing, expenmental farms, 
and equipment for agncullural insiruclion 
[Olby 1991: 313: Russell 1966. 268-69, 
Snclling I976:chapicr2] It was obvious that 
the latter was lo be financed through Ihe 
funner and was part of the some developmeni 
policy. But the Lords having recogms«i the 
budget os being clearly onn-londowner in 
spirit, and Ihe Tariff reformers having 
identified Ihe potential «l direct (axaliun lo 
achieve social reform (which would make 
(heir case redundant), had enough reason to 
reject the budget. 

41 The development commission was appoiried 
hy Royal W arrant a.s a pcrnunenl body .which 
was "not amenable lu pressure fnitn political. 
ilcpartineiUal or olber inleresis." and hod 
command over large sums of public money 
IDale 19.S6 77]. 

42 The development commission “settled on 
three pnncipal lines of action' first, the 
extension of a system of scicniinc investi¬ 
gation and research, and with it. of a system 
of education to promote among farmers the 
knowledge and practical use of modern 
discuvencs: second, inquiry and experiment 
to iiirasuic Ihe economic possibilities of 
establishing m this country certain crops and 
industries new or liltle-known there - flax, 
hemp, tobacco, and sugar-beet, third, 
encouragement of ihe organisation of 
agricullurol co-operation” I Dale 1956:81-82]. 
While they achieved partial success with the 
second, the thud proved a contplele failure, 
and ihc first a total success. 

4) Members of (he DC were, its chairman Lord 
Richard Cavendish (a member liked and 
respccled by the ruling and opposition 
benches), the salaried member Sir Francis 
Hopwoud tone of Ihe ablest civil servanu of 
the time) and English member Sidney Webb, 
one each from Scotland, Ireland and Wales. 
W S Haldane.' M A f^nu andH Jones Ouvms. 
respectively, and the two profeoionii experts 


S Earley Wiimoi (juM retired from being 
inspector genera) of forattt in Indu) and 
Daniel Hall (director of Ruthamsied) (Dale 
19.36:78-79). Obviously, Hal) was the expert 
who would handle the agncuhnnl and rural 
dcvelupmeM port of the DC's aclion plan, 
since Wilmol was expected to handle (be 
afrorestMion programme. 

44 .See note 32 

4.3 Note that Hall was associated with Biffen and 
Bateson two leading plam breeding scieniisis 
of the period and long berore becoming 
devctopmenlconmiissionerwasinvDlvedwilli 
Middleton. Wood and Biffen in bnnginf out 
ihe Journul of Agni ullurat St-unt'e (Olby 
1991) Mnrenver.afterlokingoverdiesaltrMd 
position in (he DC, he alto became Batesons's 
neighbour at Merton. Wood's role in shaping 
Ihe research direction al John Innes Instilolt 
and in appuinling Bateson as ils direclor 
(when the InslituK was founded in Merton) 
reveals another dimension of this network 
(Olby 1989) Hall himseir later served as 
Director of John Innes (I927-.39) 

46 This was after Uoyed Ceorge became prime 
minister. Even before Hall had joined (he 
BoA permanently, he was part of the 
inumviiale (including Proihero and Snmt) 
that influenced Ihe Com Frodoctmn Bill, 
announcing "mininnim support pnoet” [see 
Dole 19.36: Chapter 6 and Aitvrood 1963]. 

47 Hall’s coneern over Ihe absence of book¬ 
keeping. the need to understand the omaxing 
diversity, and the complex probleim of nsM 
and labour, in Bnlish farming was perhaps 
the first indicatioa of his imereH in serious 
economic study [Hall 1914). But it was hU 
interest in proper accounting in farm 
ifumagemeM. nghl from his days as principal 
at Wye College that finally led lo his founding 
of the Inshiuie for Researen iu Agrieultunl 
Economics at Csford in |9|3 [Hall 1939]. 

Also see Richards (1983) and Dale (1936: 
Chapter 3). 

48 A model of research orgonrsation d en ot e s a 
particular alignment ol companentr and 
relaliraiships within the orgainsanonaiid with 
the research system outside The relabooship 
among components in a semi-aatonemous 
'national insblulc' model is diffeieiM from 
that in a ' Tiunsterial’ model Forrhacusaiona 
on Ihe models and their significance la 
lechnologygcneiai: jQinacuinUry.secIlnllrel 
(1982). biggs andClay (l983).Tngo(19B7). 

49 Agncullural economics hoi rleveloped a 
theoretical argument luttifying (be 
organisatian of agncullural reicarih in Ion 
developed countries, through a p w irri kBd 
path of instiluttonal evolirtion or moot 
convenienlly through UBtimtiannl tranden. 
This, die linear phases of cvahMioa of 
agricultural research have contributed 
signifrcantly to perpetaanag the mpk uf 
autonomy polid^ neutrality. It was 8h( 
review by Btgp and Clay (198.3, ScctioM VO, 
that first drew my ancntioii to the rigonw 
adherence to (meanty in das litcraat. 

50 For a dtscusston of das di ch oto m y faetamn 

technical ami admi ni i tialivc wingi ia dm 
oTgonisaiioa of temach Hd the - V 

problem s Unheeffcct i vccondnt. t of iia—til. 
see ICAR. 1988.Goptaetd 199 
Bank 1990. 

51 The caases of d i ft kign c aa in 



Bconoodc Md PoHlical Weekly September 27. 1997 





prwiiiciion and ibe poiiible meatuei to 
change/improve agricnllure, rormed ihc 
framework within which Voeickcr 
lecommetided ineasuieii for imivovemenl of 
Indian agncultuK. He defined four nelds of 
tcienlific inquiry to effect improveinents 
[Voeicker 1893). The firtt field of enquiry 
identified by Voeicker, was to assess mouire 
availability and requiiementi (water, manure, 
fucI/wDod, grazing land, feed, and so onl in 
each diatricu to KJentify the beat means to use 
theic lesouice requirements. .Second was to 
undcfslond local crop and animal production 
procnces and ascertain where a beneficial 
transfer of practice might be made from one 
port of the country to another. This would 
include practices like gieen>manuring. 
hedging and enciosun; of fields, sheep fo Iding. 
planting of sugar cane in fuirows, ploughing 
immediately after harvest of rice, and so on. 
A third type of inquiry was necessary to 
answerpractical problems. These would find 
answers to questions on the optimum seed 
rale for rice, effects of drainage on nee crop, 
ulenl pattern and qiumlily of water use for 
nee, efficieney of bone manure, output of 
sugar from diffeRnt cane voiiclics and s<>un. 
Finally, a fnunh type of inquiry to decide on 
larger questions like plam breeding, plan! 
laWKluctions. selection of ideal seeds/ 
vaneiics. use and development ol new 
implemenis and so on os a-quiied 
Agricultural research, according to the 
enquiries suggested by Voeicker. hod to start 
from a thorough and detailed undcTstaiuhng 
ol the pnnnry resource position in the sector, 
an efficieni inierpKtaiion of this knowledge 
to adopt existing good practices m vanous 
crop iracis.BsiftMigiiHssion-unenied research 
for finding sol uitonstoexislingciopprohlems. 
and iinally leienlific search for long-term 
improvements tn dgriculruic. If these were to 
be impkmenied. research organisation would 
have to be deccnirolised. stoning at the distnci 
level with fanners panicipaiion at every stage 
of research planning, momlunng and 
evaluoufifl. 

32 Sec Ludden's bment about the lack of texts 
in Indum history that discu.ss ognculturol 
production practices and the science that 
informed them. 1 he official elite origins of 
agiculiural texts and the unifieil paradigm for 
ogianan studies"arrossthe political spectrum” 
duntig the colonial period are also discussed 
(Uidden 1994) 

S3 SeeBrass 1982 and Riqeswan 1992. Chapters 
3. 6 and 7 for a detailed discussion of these 
early attempts at research organisation and 
the insiilutkinal transfers 
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OXFAM is a secular development agency supporting a wide range of development 
initiatives In India. We are urgently looking for a Research Associate to be based 
at its Ahmedabad office. The post-holder will be responsible for research, strategic 
and administrative support to Oxfam's Economic LtoeroHsoHon (EU piogrcimne; 
manage diverse development Initiatives In the western India region, with common 
strategic objectives regarding EL and the poor, liaise with programme staff to 
translate relevant external analysis and context on EL Into Oxfam's other 
programme priorities and work with partners to integrate macro policy 
perspectives in their programmes to enhance Impact. 

The candidate should have; 

• understanding of the development sector and poverty In the Indian context 
with at least 2 years of work experience In this area 

• ability to analyse macro economic and social policies and their micro-level 
implications on vulnerable groups in society 

• sound knowledge of economics and social development policy 

• experience in managing, monitoring and evaluation, research and advocacy 
projects 

• gender sensitivity 

• excellent analytical and writing skills - fluency in written and spoken English and 
Hindi/Gujarati will be desirable 

• a post graduate degree in Economics/Social Science/Development Studies 

• computer skills - word, windows, spreadsheets 

The post is initially for one year with possible extension. We offer a consolidated salary 
of Rs. 12,000/- per month. Apply with full CV and a covering letter explaining fully 
from your experience how you meet the criteria listed, not later than October 15,1997. 
Only shortlisted candidates will be contacted for interviews. 

Application should be sent to: 

Oxfam (India) Trust 

F-13 Goyal Complex 
Nehru Park 
Vastrapur 

Ahmedabad - 380015 

Fax No.: 079-6754082 > 
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DISCUSSION 


Kesinidiiring of APSEB: Some 


T Prabhakar Reddy 


this ia with reference to the urticic 
‘Break-Up and Privatisation ot SEB in 
Andhra Piadeih: An Upceming Scam' byAnin 
Oboah (.EPW, July 19). We have quite a few 
fcaervatkNU about the article which are listed 
out below: 

(1) The very title used by the author is 
confiaingbecauseit is not “an upcoming scam". 
In fact, the Board is going to he resuuclured 
in order to rescue it from chronic dcficii and 
losses. Otherwise, to pul it in the words ol Arun 
Ghodi, “much of Andhra Pradesh may remain 
in darkness; irrigation may falter..." 

(2) Restructuring of APSEB is nut a sudden 
announcement. It is in line wiih ihc policy 
statement of the government of India, i c. the 
Cumman Minimum Nalioiud Action Plan tor 
Power. Further, the state govemmeni hud iniiia- 
ted an exercise as early as January I99.S hy 
constituiing a high level committee headed hy 
Hilen Bhaya for presenting a policy paper lo 
the government on the issues of private invest¬ 
ment in power seclof, restiucUinng of power 
sector, guidelines on tarifl policy, etc. The 
committee submitled its report in April l‘J95. 

(T) SGbs havchcciimc UK) large to cffcclively 
manage the act) vines of gencrat k n. transmis.siuii 
anddistrihutkin. Fuithcr.the working ulAPSHH 
underasingicauthority raises scnousqucsiions 
because it has beenme a monopol y in pmviding 
eiccinaty. As monopolies arc not conducive 
U) efficiency and not responsive u> consumer 
aspiralMms. consumer inictcsts are laH protected 
On theolherhand. each acii VI ly, say. gcnenilii m. 
transmission and distnhulion. dealt separately 
would achieve optimal utilisation ot rcsinirces 
On the contrary, functioning under a single 
authorily APSFJ) reflected the symptoms ot 
inefficiency. They arc as follows- 

It) Irrational tariff strut ture- Tlic l.infl 
structure of APSGR is irraiional as ii is 
charging only 7 paisc per unit ol elcctnciiy to 
agriculture whereas its average cosl is IK.t.U.S 
paisc/kwh Fuither, HT consumers are charged 
.J79 pane/kwh as agoinsi us average cost of 
supply which is about 11; to 13S p.uscAwh. 
On the other hand, it is the agnculuiral sector 
which consumed nearly 4X pcrccni ol the clcc- 
iriciiy generated in the state diinng IW.S-% 
In such a situation, it is very dil timli to mobilise 
resources within the existing system. 

Hi) Lark of servirr to the ronsumri One ol 
the imponani pruhlcnis with ihc APSEB is 
lack of quality service to the consumers 
which is often expressed in newspapers. 
Secondly, the many applicaiiuns lor new 
connect WHS denied in rural areas and delayed 
in urfion areas speak for the lack ot quality 
lervice. Therefore, the unbundling of APSEB 
« essential in Ihc creation ol smaller distnbu- 
lion units which will impn»vc ilic efficiency 
in service as the coniact between consumers 
and diiuihulion awnpanies improves 

(Hi) Tand D Louts'. The T and D los-ses are 
veiykhigh, though the reported data show that 


they are 18 per cent. The problems of non¬ 
technical losses are further complicated by the 
mobility of the Board to effectively monitor the 
disirihuUun system and meter consumption in 
different sectors to minimise nun-techmcal 
losses. Further the constraints in the existing 
set-up are making the APSEB vulnerable and 
economically unviable.' 

(4) The APSEB Ls successful in the sphere 
of generation of electricity to some extent, hut 
It has failed in the fields of transmission and 
distribution. Further, if you take out the 
achievement of VTPS the performance of the 
APSEB is meagre, lo fact Arun Ghosh has 
emphasised the generation aspect of APSEB 
hut Ignored the other two activities, vi/., 
transmission and distribution. On the 
di.siribuiioo front, the APSEB failed lo provide 
service lo Ihc consumen. In fact, distribution 
IS on important (parameter) indicaior to show 
the performance of Ihc electricity hoard. 

(5) The data used by the author are to his 
cunvcmcncc but do not represent the correct 
picture of APSEB. For instance, the primary 
fuel consumption (i e. coal) which ls an important 
variable m the physical performance norms ot 
themial plants is not at all considered, in fact, 
thermal power generation is subslaniial in 
Andhra Pradesh and, thenefore, one cannot 
Ignore the cost components in their structure. 
Further, data and inhitmalion have been used 
by Ghosh without validating them with 
reference to data available with the APSEB. 

(6) If you look at the primary fuel consump- 
uon (I c, coal) by coal based ihcrmal units the 
APSEifi has consumed (1.82 kg/kwh fur genera- 
uon, w-hcreas its average is only 0.7.3 kg/kwh. 
Il shows the inefficiency of ihe gcneraltng 
stations in minimising die cost structure. 

(7) Though the electnciiy generated cannot 
he stored it can be used simultaneously by 
having a separate gcneraiing siaiion and 
disinhulion company.The electricity generated 
hy the IPPs will he bought hy the Board and 
di sinhuted by the smaller distnbution companies 
via Ihc iransmission corporation. 

(Hi As fur U.S the rate of return on net fixed 
avscis IS concerned ihc profits hy each individual 
unii in the changing context will not heenme 
a burden on the consumer. The opinion 
expressed hy Arun Ghosh that the profits of 
each individual unit will lead lo hi^r tariff 
IS not valid. The rate of return rather comes 
down as the operating costs will be less in the 
case of smaller competitive cmiiies. A small 
example will make ii clear For instance, earlier 
wi 'xpected to make a pnifii of .3 per cent on 
Rs .lO.OfW enire of investment (Rs 900 crore). 
Previously the total amount was invested by 
one single authority, i c, APSEB. Now, in the 
changing context if there arc quite a few 
companies in the field of generation and 
disinhutioii (transmission being the sole 
cumpany)each comnhuting itsown investment 
will exp^ the same .3 pn- cent rate of retum. 


Tliis 3 per cent rate of return is ui relation to 
their investment in the total pool of investment 
(Rs 30,000 crore). Thetefore, the profit rale 
will he the same whether Ihe Inlai invesimem 
is made hy one entity or several cmiiies. 

I (9) Another issue raised by Arun Ghosh is 
tlial assets in developing countries are 
undervalued. This is not comccL Because the 
assets are valued based on their pmiiuciiyc 
capability and profit making potential. It Uic 
assets arc iransicrred lo a private company at 
a low price the Regulatory Commission will 
allow a rate ot retum based on that low value 
only.’ 

(IU)ThcpnnicohjcctivcorUicreloTmptueess 
IS to promote cfneicncy both in terms of cost 
and technical parameters through competition. 
TTie competition in the power sector will help 
the consumers to gel the benefit of lower costs. 
In olher words, it results in reducing the 
consumer tariff. Il is a universal phenomcnan 
that competition leads to efficiency in any field 
of service. Countries such as the US. Ihc UK. 
New Zealand and the State of Victoria in 
Australia have adopted restructuring in power 
sector and experienced a healthy compmilion 
in providing the hesi service to the consumers. 
To achieve this, an independcra body known 
as Regulatory Commis.si(>n would be constihrted 
with persons ol high calibre, adequate technical 
qualifications and compctcncv. besides having 
a proven record of iraegniy in public service. 

(Ill Finally, we argue for ihc restructuriAg 
of APSEB for the following reasons; 

(a) The power scenario in AP is radier 
appalling as there » a gap between demand for 
and supply nt eletirieity which exceeded 2,000 
MW. Further. Ihe per capita consumption of 
clccinciiy in APis oi^ly 371 kwh whereas states 
like Punjab recorded 786 kwh. Gujarat 599 
kwh. leave alone ihc developed countries. 

(bi It would dKiliniK to haw adeht HI excess 
of Rs 2.300 crore in spue o( state assistance 
and tarifl increase. 

(c> Debt .servicing capacity has deteriorated 
shaiply. If you look at the structure of unit cost 
of supply. I merest paytnenis accounted for 16.1 
per cent m 1994-95 

Id) The unit cost rc nue conipatisoa is m 
important v., .able in deciding (he healthy 
pcrfomiance ot SHBs. The ratio of average 
sales revenue realised per unit of cost mcuried 
was 94.21 during 1992-93 and dechned lo 
66.58 in 1994-95. 

(c) Being public sector the SGBs are not 
insulated from politkal intoifcrenoe. 

(n The APSEB today is characterised hy lack 
of ficxihilily in decision-making and long 
administrative delays, etc. 

Therefore, (he unbundling of APSEB it 
incviiable in the mtenest of consumetsrendBsen 
and even its employees. 


1 T Prabhakar Kcddy. 'Kaiionalc fUr 
Rrsiruciuring of APSEB'. Ortx-anCknnwc8(. . 
Auguti 4, 1997. 

2 T L Sankar and K Balarann Reddi, ' P ower 
Sector Reforms in Andhra Pnakah: Sew - ,<. 
aandcatiiiiuMtiuMexxtMe.AavtSllt. V: 
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BALANCE SHEET AS OH 3IST MARCH. 1997 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDBl 
3IST MARCH. 1997 


(Rc. '000) 


(R*. *00 


Sch. 

No. 


As oa 
31tt March, 
Ifn 


At on 
3]ti Maich. 
I9W 


Sch. 

No. 


Vaar Kadad 
Sbt March. 
W*7 


Year Em 
3lit Mar 
1996 


CAPITAL AND LIABIUTIES 

Capital I 

Reserves and Surplus 2 

Deposits 3 

Borrowinfs 4 

Other liabilities and 
provisions S 

Tatal 


ASSETS 

Cash and balance with 
Reserve Bank of India 6 

Balances with banks and 
tnoney at call and 
short notice 7 

Investments 8 

Advances 9 

Fixed Assets 10 

Other Assets 11 

Total 


Coottngenl Liabilities 12 

Bills for collecbon 

Notes on Accounts 17 

Sipiificant Accouncinf 
Policies 18 


198,994 

13JSM9I 

32,738 

688,778 


15,971398 


M97,92S 

491379 

3J9631> 

1,135313 

485301 

654339 

18371398 

13308348 

283*0 


1.000.000 

94.793 

3357.249 

1.203.742 

310.329 

6.166.113 


461.369 


62.3.482 

841.161 

3.511.945 

351.309 

376.847 

6.166.113 


3,647.377 

1.385 


I INCOME 

Inieieti earned 13 

Other income 14 

Total 

II EXPENDITURE 

Interest expended ■ IS 
Operating expenses 16 

Pravisioax and contingencies 

Tatal 

Dl. PROfTT BBIORE 
PRELIMINARY/ 
PREOPERATnOE EXPENSES 

Amonisatioa of Pretiminary 
Expenses 

Amartisatioo of Preoperative 
Exp e nses 

Pront after Pretiminary/ 
Preoperative Expenses 

APPROPRIATIONS 

Tranifer to Statutory Reserves 
Tiansfer to Revenue and 
Other Reserves 

Total 

Notes on Accou n ts 17 

Significant Accounting 
Policies 18 


13*1>602 

168394 

1310356 


1349.130 
. 269,978 
179394 

1398310 


111346 

(325) 

(10420) 

101401 


37044 

4641 


417,13 


215.31 

98.4t 

2040 


334.3! 



20440 

00361 

101401 


15.22 

6038 

76.IC 


The schedules referred to form an integral part of the Balance Sheet 
The Balance Sheet hat been prq>aned in cd h fomi i ty rvilh Form “A” 
of the Third Schedule to the B^ing Regulation Act. 1949. 


The schedules rcfetied to form an integial part of the Profit and U. 
Account. 

The Brofit and Loss Account has been pr epwe d in coalonaity w 
Posni“B"ofthe Third Schedule to the Bmdting Regulation Act, I9i 


FOR AND ON BEHALF OF THE BOARD 

As per our report of even date 

For V SANKAR AIYAR A CO B.O. DESHMUKH N.O. PILLA 

Chartered Accoumanu Chairman Managing Directoi 


S. VENKATRAMAN 
Partner 


PRAVINCHANDRA GANDHI 
P.R. KRISHNAMOORTHY 
N.C. SINOHAL 


Date : 17th July 1997 
Place. Mumbai 


V. SUKUMAR 
Chief nnancial Officef 

NJE. VENKITAKRISHNAN 
Company Secietary 
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SCHEDULES FORMING PART OF THE ACCOUNTS 


(1U. *000) 


Al M 

31ii Mwck, 
l**7 


Af oa 

3lit Mwch, 
1996 


(R*. *000) 


Al M 

SIM Mut*. 
1997 


A* M 
3III Matck. 
1996 


scanouLB i - capital 

AiUkaruHl Caoilftl 
(100,000,000 equity thitci 


of Rs. 10 ooch 

iHMd Cipitil (100,000,000 equity 
ihMCi of Ri. 10 each) 

Sobieribad aad Paid up: 

(lOOjOOaOOO equity 
ihatei of Ri. 10 each) 

The eaiiK paid ap Share Capital u 
CM 31it Mareh, 1997 ii held by 

Ben ant. Coieman R Co Limited, 
lb lubtidiaiiri aad nomincei 

imjm 

xmtjm 

HjCryEti 



SCHEDULE 1 - RESERVES AND 

SURPLUS 

1 Statahxy Reaervei 

Opeaias balance 

Addilioas dwint the year 
DedueiicMi during the year 

U Revenue aad other Reiervet 
Opeadag balance 

Additions during the year 
Deductions during the year 

15426 

26446 

15,220 

35466 

15.220 

79473 

•6,961 

11,693 

60.850 


166434 

79473 

Total a and II) 

195,994 

94,793 

SCHEDULE 3 - DEPOSITS 

A 1. Demand Deposiu 

(i) Pram banks 

(ii) pram others 

II. Saviags Bank Deposits 

III. Term Deposits 
(I) Pram banks 
(ii) Pram others 

Total (L n aad ID) 

1491433 

436417 

1,766474 

9,927,997 

13456491 

356.047 

88,090 

429.819 

2.683493 

3,557.249 

B 1. Oepoaits of branches 
iaIadU 

II. Dapoaits of branches 
ovisidc ladii 

13,156491 

3.557449 

ratal 0 aad D) 

13,156491 

3.557.249 

SCHEDULE 4 - BORROWINGS 

L Bonouriaga ia India 

(1) Reaarve Bank of India 

(ii) Other banks 

(W) OWer instiluiioiis and 

IL Borrawiags oatasde India 

335 

32466 

738,200 

310.000 

151,763 

3.779 

Total (1 aad ID 

32,735 

1403.742 

Sacamd benoahwi kachided 
InlMdBdbeva. 




SCHEDULE 5 - OTHER 
UABILITIES AND PROVISIONS 

1. Bills payable 

231,158 


II. Inier.4ffiee adjustments (net) 

466 

8 

HI. Interest accrued 

196464 

70410 

IV. Others (including provisions) 

263453 

120,349 

Total (MV) 

665,775 

310,329 

SCHEDULE 6 - CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

1. Cash in hand (including 
foreign cuireticy notes) 

29437 

10459 

II. Balances with RBI 

(i) in Current Accounts 

146648S 

45a8l0 

(ii) in Other Accounts 

1 " 

- 

Total (I and D) 

1497,925 

461469 

SCHEDULE 7 - BALANCES WITH 
BANKS AND hKHtEY AT CALL 
AND SHORT NOTICE 

1. la India 

(i) Balances with banks 
(a) in Cumnt Accounts 

51,928 

' 74,937 

(b) in Other Deposit 
Accounts 


202.256 

(ii) Money al call and short 
notice 

(a) with banks 

40.000 


(b) with other insliuuions 

- 

- 

Total (1 aad U) 

91426 

277.193 

II. Outside India 

(i) in Current Accounts 

1 

2.789 

(ii) in Other Deposit AccouUs 

343,776 

343.500 

(iii) Money al c^l and ihcirt 
nonce 

- 

- 

Tatal (1, U and HI) 


346489 

Grand Tatal a and U) 

491479 

623.462 

SCHEDULE 8 - INVESTMENTS 

1. .Investmeiiis in India in 
( 1 ) Goveremenl Securities 

1 

3.164,763 

821.161 

(ii) Other approved securities 

111.988 

2OJ0OO 

(Hi) Shsres 

60450 

-r 

(iv) Debentures and Bonds 

449477 

- 

(V) Othets (Unils etc) 

20.000 

- 

Total (Mr) 

3466418 

641.161 

II. Investments oatside ladm 

- 

- 

Grand Tatal a and R) 

34664IB 

64l.i*l 

-- - .-. 


-.riii 
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SCHEDULES FORMING PART OF THE ACCOUNTS 


(Ri. tlOO) 


As on 

3lit March. 
1996 



SCHEDULE 9 - ADVANCES 

A. (i> Bills purchased and 

discouined # 

(ii) Cash credits, ov er dra fts and 
loans repayable on demand 

(iii) Term loans 

Total (L n and HI) 

B. 'i) Secured by Tangible assets 
(ii^ Covered by Bank/ 

Govt. Guamtees W 
(iii) Unsecured 


3,9M4M 

3,M0>SS 

1.114v44S 


■,135,413 3.511.945 


I Advaiures in India 
(i) Priofity Sector 
(li) Public Sector 

(iii) Banks 

(iv) Otheis 

Total (l-v) 


IIMM 

4M34 

(9ja5) 


II. Other Fixed Assets (including 
fiunilure and fixtures) 

At cost as on 3lti March 
of the preceding year 
Addhtons during year* 
Depreciation to date 


in. C^tal Wotfc in progress 
indodiiii Capital advance 

Total (I, n and ni 

'Includes coal of modificatiooa/ 
aheratioM in leaaed premiaes 


J114J6 

135456 

(1442i) 


331,944 


1.427.814 

2.084.131 


:ured by Tangible assets 3471427 1.829,997 

rered by Bank/ 

vt. Guaiantees »* 3,957451 1.257..973 

lecured 499495 423.975 

Total (1, II and lU) ■.135413 3411.945 


3,141425 

321,921 

4,773467 


■,135413 


643.132 

2,868.813 


3.511.945 


II Advances outside India 

Grwd TolH (C d) ftC(ll)]| 8.135413 | 3.511.945 

• Net of Bills redmuwnted 
Rs 24500 Lacs (Previous 
yev Rs 9350 Lacs) 

• • Against L/Cs issued by Bank^ 


SCHEDULE 16 - HXED ASSETS 
I. Premises 

At coal as on 3lsl March of die 
preceding year 
AddWow during the year ■ 
Depreciation to dale 


110.193 

76.303 

(5.165) 


SCHEDULE 11 - OTHER ASSETS 

I. interest accrued 

II. Tax paid in advance/tax 
deducted at source (net of 
of provisiom) 

ID. Otheis* 

Total a, n and IH) 

* Include Preliminary A Pre- 
operative expenses, deferred 
revenue expenses to the extent 
not written off all aggregaung 
Rs. 336.92 Lacs (Previous Year: 
Rs. 346.37 Lacs) and deposit of 
Rs. 1,500 Lacs (Previous Year 
Rs. 1.500 Lacs) paid to Bennett. 
Coleman A Co, Limited towards 
lease of office premises. 


SCHEDULE 12 > CONTINGENT 

LUBIUTIES 

I. Chums ogainsi the Bank not 
acknowhdged as debts 

II. Liability for partly paid 
investments 

III. Liability on account of 
outxiandiiig forward 
exchange oontracts 

IV. (Juaranrees given on behalf 
of consftiuents 

In India 
Outside India 

V. Acceptances, endorsemenu 
and other obligations 

VI. Other tiema for which the Bank 
is contingently UaUe 

Total a > VI) 


(Rs. t)00) 


As on 
.list March, 
1996 

133473 

49,420 

4«4M 

481483 

5,296 

322.131 

654459 

yitMi 


9483,716 2.891.1 S3 


147«,M7 


1.19i,I6S 


141.260 



4.401 

106.715 

(.3.198) 


107,918 



SCHEDULE 13 - INTEREST 
EARNED 

I. iMeresl/diacount on 
advancet/bills 

II. Income on Invettmeaia 

n. loieieat on balaacet with RBI 
and other inter-bonk funds 
IV. Others 

Total (I > IV) 


134d9448 I 3.647,377 


Year Ended 
3ls( March, 
1996 


295,061 

49.155 

26432 


370448 


1,143457 

3SS474 

13471 


I4414n 
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SCHEDULES FORMING PART OF THE ACCOUNTS 


SCHEDULE 14 - OTHER INCOME 

I. Commiuion. exchange and 
broketage 

II. Pront on tale of invettmenb 

III Pfollt on exchange 
iransacuom 

IV Mitcellaneoux income 

Total (I • IV) 


SCHEDULE IS - INTEREST 
EXPENDED 

I. Interest on deposits 

II. Interest on Reserve Bank 
of Indiaflnter-bank 
boffowings 

III. Othen* 

Tout (I. II and III) 

V 

N 

* Represents discount on Bills 
re-discounied 


(Rs. '000) 

Year Ended 
31tl March, 
19r7 

Year Ended 
31st Match, 
1996 

10S4M 

19,982 

33.053 

5,554 

39,731 

241 

7.947 

3) 

168^454 

46385 

M9,12« 

I47.2()0 

99340 

140378 

21,966 

46.192 

1349,138 

21.5.359 



(Ra. ’000) 


YtarEMMI Year Ended 


Slit March, 
IRTT 


31st Maicfc, 
1996 



SCHEDULE U - OPERATING 
EXPENSES 

I. Payments to and provisions 
for employees 

II. Rent, taxes and lighting 

III. Printing and stationery 

IV Advenisemeni and publicity 

V. Depreciation on Haiik's 
property 

VI. ' DirMor's fees, allowances 

and expenses 

VII Auditor's fees and expenses 

VIII Law diorges 

IX. Postage. Telegrams. 

Telephones, etc 

X. Repairs and mainietiance 

XI. Insiuince 

XII Other expenditure (includes 
wnte off of software licence 
fee of Rs 32.IS Ua) 

(Previous year: Hs. 32 IS Lacs) 

Total (I . XII) 



SCHEDULE 17 - NOTES CM ACCOUNTS 

1) Provisions and contingencies include provision towards income tax of Rs. 780 Lacs (previous year Rs. 244 Lacs), towards wealth tax 
Ra. 10.50 Lacs (previous year Rs. 6 Lacs), provision towards non-pcrfornnng asseu os per RBI guidelines Rs. 54.40 Lacs (previou 
year nil) and an aMlional prudential provision of Ra. 300 Lacs (previous year nil) to cover unidentiried nvks inherent in any portfolio 
of lending rclalionthips. 

2) Tlie percentage of Net Non-performing assets to Net advances as at 3ltl Marcli. 1997 it 0 46 (previous year nil) 

3) The Ci^ial Aderiuacy Ratio of the Bank os at 31st March, 1997 is )S.395li (previout year 30.36»). 

4) In respect of assets taken on lease by tHe bank, the future obligations under the lease agreements over the next 8 years, aggregaie 
Ra. 16.58.58 Lacs. 

5) As per RBI instructions, the bank has accounted for profiu and losses on certain foreign exchange coMructs outstaMmg on the Balaocc 
Sheet date including forward exchange contracis. based on the revaluation at the forward rates notified by Foreign Exchange DeHers 
Association of India (Refer Significant Accounting Policies S(a) and 5(c)) and not on the basis prescribed in the Aw.-ounting Staattod 11 
issued by the Institute of Chartered Accountants of lodis. 

6) Previous year's Ttgures have been regrouped wherever necessary. 

SCHEDULE W - SIGIHFICANT ACCOUNTING POUCHCS 

The accompanying financial sialemeiits are prepared on the historical cost basis in accordance with generally accept^ accoaiuiiig piiudplei 
and m conformity with the suiutoiy provisions and practices prevailing within the Banking bidustiy in India 

2 iTfjtaiffrty- 

a) All invesliaeMs are treated as Current Invesimenu. _ 

b) Broken penod interest and costs such as brockerage. commission, etc incuncd on acquisition of mvesttnents are seated oa leveoae 
and the voucher gain/loss is capitalised. 

c) Unquoted Debentures and Preference Shoses ore valued at carrying cost. 

d) r»i i ' ^ ' "‘H money market insinimenls such as Treaiuiy Ulb and CWiimetcial Papers are valued at acquisition coat and the difMreaee 
between acquisition cost and redempiion value treated as income and accrued proponionarely for the period held. 

e) Bonds and Govenuneni Securities are valued in the aggregate for each category at lower of cost or ntaikel value at the Balanoe 
Sheet date. The mafkei value for Unquoted Bonds and Gavcmmeiu Securities is detemuiied on Yield to Mamfiy basis aa par 
RBI guideiines. In the case of quoted investments, mmiet value is based on the quotations of recognised stock cxchMife. 

a) Advances are stated net of provisioot and have been classified into standard, subslandald. doubtful and loaaasaett as par gutdHk^ 

kk ProvSirm for subsidndMd, doubtful and lots assets is made in respect of kfeMified advances in confonniiy With fftiMsik oC,. 
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State and Community 

The tension between state and community has had political theoiy in its 
grip for some time. Theorising about the liberal state has been 
particularly constricted by this grip since any effort theoiy has made 
toward the idea of the ri^its of communities, for instance in the form 
of minority rights, has necessarily had the consequence that it must 
concede to illiberalism towards individuals. Utis is a fiuniliar paradox 
of liberalism and it is particularly familiar in India since it suifacea so 
much in the ongoing debates about Muslim pmonal law. But is statist 
reform versus internal communitarian reform a well formulated pair 
of theoretical options fw liberalism? 2527 

Instead of posing community as an alternative to liboal individualism, 
we have to understand the different dimensions of individual and sodal 
life in an integrated way so as to evolve a notion of communiQp which 
does not leave room for nativist or socially conservative firategies - in 
other Winds, to re-apprc^ate community for democratic politics. 2517 

Exchange Rate Polity 

The move to a market-determined exchange rote system alongside 
surges in private capital flows has rendered the conduct of exchange 
rate policy - whethtt to use the exchange rate as an instniroeot or a 
target - increasingly complex. 2541 


Safflron Wave 

The vict^ of the SWv Seiw-BJP 
alliance in the 1996 general 
elections in Maharashtra was 
the result partly of popular 
lesentmeiM against the Congress 
and disintegration of its local 
networks but largely of the 
alliance’s cfTident grau roots 
organisation and its ability to 
attract the youth through the 
dissemination of ideas of Hindu 
communal solidarity. _ ’ 3551 

Gianging Identity 

Last month’s riot in Bangalore, in 
which five peisom were killed 
and considroable property 
destroyed, has raised some 
important quealiaos About the 
changing socio-economic and 
poUiical chancier of the Muslim 
community in the dty and in 
Karnataka as a whole. _ 25B4 

Power Sector Reform 

’The cuirent debate on the 
restructuring of the state 
electridty boards has coooeolrated 
on the ownenttip aspect Actually 
the issue of ownenhip needs 
to be looked at in the context of 
regulating the power lector in 
termi of taking and i m p l e m e n t i ng 
iMional decisions for lafepuidiiiK 
consumer iniefeals ai weO as 
long-term national inietwta. VU 


Total Siurender 

The centre’s reckless dedstons on 
goventmem employees' pay leviaioo 
spell havoc for Ihc central and suae 
govenmems’ finances. The farce of the 
pay revision also raises a aaniber of other 
issues of long-tefm significance. 2518 

Enviromneiital Ride 

Anassessment usinginnovatiyeinBdKxb. 
of the cnvirormieatal risk in Ahmecfabad 
shows that envirorunental ptoblenis 
are beginning to pose high risk to 
dbzens’ health and poirits lo the need 
for appropriate' measures in terms at 
planning future urfasn growft. 

Infoimal Sectrar 

TheahnsofiheactiviMaiidthei 
iienot always the lame Ml ttr rtinllijip 
it to use the mengUis oTeach t ow i rt i 
a common pmpoie Ifanaih cmafM 
designing of r es e a r ch piejecti. Report 
on a workshop to kteaUfygaps in camat 
knowledge on the mfbs^ sector 
and potential areas of leseawbi 2512 

CPCOmgrcsB 

The CPC's ISih Conpeaa hia beeoi,' 
OB the foce of It. A auoeesa. ' 
Above an, it may ^ve a c fak walil a 
much latter umtm of cdtaoadh* - 
■nond ’Um’ or ‘bann^Ta* 
goaond lectetary ^oag ahWfidl'" 
dwoaei to oaU IQ tte Ipd.lpf': 
Xiaopii^ dmpiie. UititHiiiax.^' 





LETTERS TO EDITOR 

John Bullion's Empire 

ARUN BANERJI’s review of my book 
John Bullion's Empire: Britain's Gold 
Problem and India between the Wars 
(September 13-19, pp 2332-34) makei a 
number of positive and critical points. 
Heave the positive comments to the 
judgment of the readers of the book; and 
to the reviewer to implement his agenda 
for what the book should have been. But 
there are a couple of comments which 1 
feel are undeserved, and some others whieh 
confuse rather than clarify, and it is to the 
latter that this brief note is devoted. 

First, a couple of points of fact. The 
sale of council bills (or rupees) represen¬ 
ted a form of exchange intervention. 
Though, no doubt, it originated as a means 
to enable the government to remit 
funds, it became a generalised form of 
remittance by the early years of the present 
century, Hnancing government as well as 
private transactions. That this well 
known feature of the system needs to be 
reiterated in this way really underscores 
my point in the book that the Indian 
currency system remains a "major source 
of mystery". “Where does the mystery 
reside?", Banerji asks (p 2332), and un¬ 
wittingly supplies an answer himself 
by his remark in the following paragraph 
(pp 2332-33). 

The reviewer also claims to have 
discovered a slip in my argument that 
sterling purchases in Mumbai enabled 
the authorities to secure a rupee appre¬ 
ciation (p 2333). Though I have no 
reason to believe that is the case, I should 
hope the reviewer is being casual rather 
than clever, since the lines on p 1 IS of 
my book from which he has quoted a 
few words are abundantly clear. To 
restate the obvious, exchange apprecia¬ 
tion does not necessarily presuppose 
complete abstention from intervention. 
It might often suffice to keep the supply 
of rupees below the demand for them, 
and this is what Mumbai purchases of 
sterling (sales of rupees) enabled the 
authorities to do. 

There is a model underlying the whole 
story, which is spelt out quite explicitly 
at several places in the book. Possible 
relationship between exchange rates, the 
rate of appreciation, relative prices and 
incomes are also addressed at some length 
in chapters 4 and S. The links between 
short-term macro-policy and long-term 
growth remain contentious though where 


necessary I have also referred to the 
relevant literature. However, as I have 
also made explicit in the work, the 
principal object of John Bullion’s Entire 
was to set out a political-macroeconomic 
story in a language intelligible to those 
with little formal training in economics. 

I feel this story is important because it 
goes to the heart of the British political- 
economic stake in the colony after the 
first world war and, though contem¬ 
poraries in India were dimly aware of its, 
signiflcance, has so far proved rather 
elusive. More the pity, therefore, that 
Arun Banerji should have read the book, 
not for what it was, but for what he would 
have liked it to be. 

G Balachanduan 


Arun Banerji writes: 

G BALACHANDRAN’s note does not 
refer to any of my major reservations 
regarding his book. I comment briefly on 
the points in the note. 

The author overlooks that more than 
noticing bis setting out a political macro- 
economic theory in a language intelligible 
to non-specialists, early in the review 1 
give him praise for disentangling the 
motivations of policy from the discourse 
which surrounded them, this being at the 
core of his contribution. 


The author still refuses to see that the 
volume of rupees which the govemmeni 
could mobilise (out of revenues and, ini 
rate cases, loan) to meet bills sold ini 
London effectively limited those blllil 
becoming a generalised form of remit J 
tance of funds financing govemmentl 
as well as (emphasis added by authorjl 
private transactions. I possess somel 
knowledge of this period and so thtl 
author need harbour no illusion that l| 
have “unwittingly” supplied an answetl 
to my question - where does the mysteryl 
of the pre-1914 currency system residel 
In para 3 of his note the slip in thJ 
author's argument still shows. The revievJ 
did state that government could so timJ 
its purchase of sterling as not to affect Ih J 
ways and means position; but 1 addedj 
“that leeway would normally be verJ 
linuted”forreasonsindicated. I could adJ 
that the exchange bonks would know! 
from week to week, the quantum ol 
purchases still to be made. They woulJ 
aim to ensure that change in the localJ 
of these transactions did not profit thJ 
government at their cost - an appreciatioJ 
of the rupee from sterling purchased beJ 
means a concomitant loss to these bankJ 
(i e, to their customers) when they purl 
chased rupees against sterling in the opcJ 
market for various current and capiul 
account purposes not coveted by transaJ 
tions of the government, of coarse will 
the usual assumption of ceteris paribiM 
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In Reverse Gear 

T he official level Indo-Pak talks in New Delhi, followed 
by the New York meeting between Indian prime 
minister I K Cujral and his Pakistani counterpart Nawaz 
Sharif appear to have reversed the process of reducing 
tensions tetween the two countries that was initiated in 
Islamabad some months ago during discussions between 
representatives of the two governments. 

The recent New Delhi talks ended with both sides 
accusing each other: the Pakistan side alleged that India 
was backtracking on its earlier commitment to set up a 
joint working group on Kashmir, while the Indian 
government insisted that there was no such commitment 
to start with. The Indian stand hardened further in New 
York, when Gujral rejected outright Nawaz Sharif s 
proposal to reduce troops on both sides of the border as 
a confidence building measure. The Indian argument was 
that as long as armed militants were allowed by Pakistan 
to cross over into Kashmir, India was bound to maintain 
its present strength of troops on the Indian side of the 
Kashmir border. Significantly, Nawaz Sharif, who during 
his speech at the UN General Assembly offered to open 
negotiations on a non-aggression treaty with India, did 
not broach that offer during his talks with Gujral the 
next day. 

Ail these developments in September look like a spanner 
thrown in the works started in June during the official 
level talks in Islamabad. What had happened in the 
I,meantime? It seems that both the prime ministers are 
retreating from their initial moves for reconciliation under 
pressures from a variety of power blocks within their 
respective countries. This becomes evident if we recall 
the outcome of the Islamabad talks. As far as India is 
concerned, whatever the spokesmen of the Indian ministry 
ofexternal affairs might be claiming now in press briefings 
in New Delhi, the general impression that everyone 
gathered from both Indian and international reporting of 
the Islamabad talks at that time was that both the 
governments had agreed on setting up a number of joint 
working groups on several issues including the dispute 
over Jammu and Kashmir, and de-escalation of troop 
deployment on both sides. 

It may be recalled also that soon after the Islamabad 

I talks were over, officials of the Indian ministry of external 
affairs vehemently denied that Kashmir as an issue of 
Jispute was on the agenda of the talks. Several questions 
crop up in this connection. At Islamabad, did the two 


parties give a written commitment to the setting up of a 
joint working group on Kashmir? Or, did they deliberately 
leave the wording of the agreement vague and ambiguous 
so that it could be interpreted by each according to its 
own convenience? 

Curiously enough, whenever the two prime ministers 
meet on a one-to-one level, we are told that there is an 
‘excellent chemistry’ between the two. But the joint 
promises of better understanding and improvement of 
relations that they announce at the end of every such 
meeting are invariably shattered at the official level talks 
where mutual acrimony sends back the two governments 
to square one. Are we to assume that in both the countries 
the bureaucracy and the army are at cross purposes with 
their respective prime ministers? Are they increasingly 
prevailing over whatever decisions the two might make? 
To take a few examples, in Pakistan some time ago, when 
Nawaz Sharif s foreign office announced that Islamabad, 
was willing to discuss the question of withdrawal of troops 
from Siachen along with a similar gesture by India, the 
Pakistan chief of army staff immediately issued a statement 
asserting that his troops would never quit the Siachen 
border. In response to this, officials in the Indian ministry 
of external affairs as well as the army top brass began 
to build up pressures on prime minister Gujral to retract 
from his earlier stand to scale down troops on the border. 
Incidents of intermittent firings between the two armies 
across the borders during the last few months - provoked 
by one side or the other - further strengthened the position 
of the hawks in the administration and the army in 
India. Gujral’s rejection of Nawaz Sharifs proposal for 
troop reduction during their recent New York meeting is 
a direct fallout of these developments. This is at variance 
with what the Indian side had agreed to at the Islamabad 
talks in June, where it was proposed, according to repeats, 
that a joint group would start working on de-eaealation 
of troops deployment on both sides of the border. 

Judging by the recent trends, it seems that Indo-Pak 
relations will continue for quite some time to fluctuate 
between hopes of friendship held forth by the public 
gestures of the two prime ministers on die one ha^ and 
the monotonous prospect of sabre-ratding between the 
two governments at the diplomatic level on the other. If 
the present trends continue, we should not expect much 
from the next round of talks between the foreign seentariea 
of the two countries scheduled to be held in November. 
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FOREIGN INVESTMENT 


Getting Nowhere 

IS it wise to court foreign investors? Or is 
it nobler to be in a constant war of attrition 
with them? At the same time as ministen 
and secretaries roll out carpels of various 
hues for foreign investors, India also has th^ 
somewhat dubious distinction of being 
involved in yet another intemationai 
arbitration with a significant investor. 

Is it any surpri.se then that the boom in 
international flows of foreign investment 
has largely bypassed India? The Reserve 
Bank’s most recent figures show that in 
1996-97 foreign direct in vestment was about 
S 2 bn. This represents a significam rite over 
the negligible investment levels earlierin the 
decade aiidit is easy, from an inward^ooking 
perspective, to be pleased with the achieve- 
ment. Aiul true, India is different, maybe 
even unique and comparisons with other 
countries are not valid. All the same, China 
has been receiving investment of about $ 40 
bn ayear. Many will quibble with this number. 
So perhaps China does not lead by a factor 
of 20; only by a factor of IS or even just 
10. Mexico, despite its troubles, draws in 
$8-10 bn of foreign investment. The 
Philippines, with a much smaller economy, 
gets about as much as India. 

The schizophrenia is palpable: elation at 
the trifling achievements and continued 
antagonism to a greater foreign presence. 
There may be sound reasons for the 
schizophrenia. Some investots are good and 
others are bad. But who is the judge? Before 
we set out to judge others, perhaps we should 
allow for the possibility that the arntn valence 
only reflects a deeply ingrained system of 
patnmage that ben^ls the few who dance 
with the foreign devil while denying the 
potential beneflt of technology, exports and 
high quality jobs that may flow uitdbr a more 
transparent foreign investment regime. 

The tussle between the government of 
India and Suzuki Motors of Japan on the 
appointment of Maruti’s managing director 
can only be described as a jarring anachro¬ 
nism. Does it really matter who is in the 
right? The anachronism is that the govern¬ 
ment is half-owner of India’s largest 
automobile manufacturer. Why? What social 
purpose is being served by the government’s 
participation in this commercial venture? 
Even if there was an infant industry argument 
a decade ago, bow docs govemroent owner¬ 
ship and decision-making in the running of 
an automobile factory serving a small urban 
elite achieve any larger policy objective 
today? By being where it does not belong, 
the government is in the midst of a crossfire 
which will waste valuable resources and 
goodwill. Why not let Suzuki just battle it 
out with private Indian shareholders? It is 
that a district collector’s training 




t 

also breeds champion ininagen of industry. 
But are we so deaper^y short of hdeot? 

Qimiiutlng these anachronisins - in the 
auto industry and dsewhere - is necessary 
but rtot enough. If India is to build a sound 
base for the growth of inchistry and sendees, 
whether owncddomesticallyorbyforeigaeri, 
the enormous task of creating an inter¬ 
nationally contpetitive infiasmicture must 
receive more t^ lip-service. Opening to 
iitfemational influences while not n^ly doing 
so is a recipe for going nowhere. 

SPACE 

Flights of Fancy? 

IPlbc successful launch of the Polar Satellite 


the prdeets of iaaMlUng^;ioplilt|tlo«tedj 
software for inteitKetiiig the l enaio t e 
which will ftiilber enhance’ its revemw 
potential. 

At another level, the successftil PSLV 
launch demooitinies ISRO’t capability to 
offer launch services which are in high 
demand. Although the PSLV cannot laun^ 
communicatioiu satellites - wbiob require 
geostationary launch vehicles,' whine 
development has been stalled by VS 
restrictions tm cryogenic engines - thdre is 
a growing demi^ for hunching remote 
sensing, low earth orbiting conummlcatioas 
and special purpose sateUhes. There is a 
considenblc potential here, for an emetgiBg 
concept is a creisteUation of limiter low earth 
orbit communication uuelUtes u. for 


Launch Vehicle (PSLV) putting an Indian 
Remote Sensing ID satdiite (IRS-1D> into 
orbit demonstrated the prog r e ss of India’s 
space programme, the malfunctioning and 
virtual death of INSAT-2D underline the 
long waystilltogo before achievingacertain 
level of competence in one area of technology 
and tying those gains to growth in other areas 
of development or for that matter keying 
up the momentum. The latter require a larger 
biue of development of technology and 
bumanpower. 

Undoubtedly the PSLV launch-an Indian 
made rocket putting an Indian made satellite 
into orbit - is the sort of success story that 
should make any Indian heart beat faster. Of 
the earlier PSLV launches since September 
1993, one had failed while the other two had 
been successful. Earlier PSLVs had carried 
payloads much lighter than the 1,200 kg 
satielliie launched last week. The fabrication 
of the satellite is also something of a triumph. 
The earlier two IRS satellites had bren 
launched from Russia, the last being in 199S. 
Remote sensing satellites provide valuable 
data for the National Remote Resource 
Management System which Is used for 
mapping forests, wastelands and crops and 
for flood and drought monitoring. 

Remote satellite data are also a saleable 
product. The IRS-1D, in a 817-km polar sun 
synchronous orbit, will providepicturBS with 
a spatial resolution of S.8 metres, making 
possible clearsatellitcimageiy even for very 
small areas, which is not available through 
any other civilian remote sensing satellite in 
orMt today. This is again a signifleant 
adiievemciu. This will expand the market 
for such Indian data, which is already being 
sold in the US and Europe by thi: newly- 
formed American consortium. Space Imaging 
Group (SIG), comprising US companies 
Lockheed Martin, &SystefBft and Kodak as 
well as the Japanese Mitsubishi. India has 
had an agreement with the US EOSAT since 
1992 fes remote data. With EOSAT being 
bought over by SIG, ISRO stands to gain 
wgreat deal with the marketing of the new 
data ^aerated through IRS-1 D, ISRO is in 


instance. Iridium launched by Motorola. 
Indian launch facilities are far cheaper than j 
European ones, for which in any case there 
is a long waiting period; th^ may even 
compare well with Russian and Chidese > 
ones. Httis there is no doubt that investmeiit 
in ISRO has contributed to the creation of ' 
a marketable product, whether it is in terms 
of rockets for launching or of sateltite- 
generated data. However, what has been tiw 
ripple effect due to the devdopraents in 
space technology? How much has space 
research contributed to the country’s otha 
development goals? 

Ifie failure of INSAT 2D tells another 
sloiy. Future plans for expansion of the 
communications network in Mumbai have 
been put in jeopardy and the National Stock 
Exchange has ground to a haU. It is also said 
to have affected railway communkatioku. 
making worse the already poor network. _ 
AccordingloinformationreleasedbylSRO, I 
the INSAT 2D launched in June began I 
malfunctioning when tiie earth lock, which W 
keeps a single surface of the satellite turned I 
towards the earth, failed. It wcHild be absurd I 
to ^itray this foiture as a questiim mark I 
agdinstthedeveiopnieatoftpacetedinology I 
as a whole. Malfunctioning satdiitesamnoi I 
uncommon. What makes it a very serfoiu ■ 
matter is that the entire development of one I 
sector has been hooked on to the one laiel-M 
lite. Space exploration and ex|tioilation forB 
development and cominetcial purposes has B 
in western countries evolved from a strong .B 
technology base in other fields. This meansB 
failureofspacetechnologiesandinnovdicxis B 
do not dramaticsdly stall growth in Other B 
fields. In India, spaceiBchaofogyrqrresented B 
a leap-frogging - it is irook that a erwur) B 
where basic infmsinicture such as toads isB 
lagging behind should be timing aiB 
developing sophisticated commumcationsB 
networks by launcfali^ iu own saieltile. hH 
other words, India is using state of the 
technology to create basic infritainicturB 
whichcleartylunluawnprobleinsaiidtIicstB 
have perhaps not been brougltt into 
reckoning. Moreover, there is l^evkleni:^l 
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'^(IbvcIgitMwglb lal^«i|jj)i tcchaslqgy him 
[MviiUd 00 taipeUtt to iQ^ttadinf of ikUb 
mdteotooloyy in routed ■reoi.ln thMieiiie 
■pace RMiuch and deveiopiiunt, given as 
nnicti eneoungcment apd ‘prott^on’ as. 
for instance, nuclearraseuch, has remained 
an elitist enterprise, generating tevemie but 
with hardly any fall-out in terms of 
developfoenl of human resources or 
upgrading of technological enterprise. 

ENVIRONMENT 

'nmety Fog Horn 

THE south-east Asian haze, as the air 
pollution caused collectively by the forest 
flies and the aheady high pollution levels 
in the region’s rapidly devehipingeconomles 
has been rormed, is the most telling and 
direct evidence of skewed priorities in 
achieving growth. To imagine that it is a 
urriqueprobtemoflndonesiaanditspaiticular 
geological/geographic features is to be 
wilftiily Mind to the ongoing processes. Other 
countries inclined to follow the ASEAN 
region's path of rapid development are also 
heading in the same direction. And the muted 
criticism directed at Indonesia from ASEAN 
members is indicadon enough that they are 
aware of their collective responsibility for 
this disaster. 

Hie Indonesian peat flres, which appear 
to have begun as forest flres deliberately set 
to clear forests mainly by local tea and other 
agro-industry companies, now cover much 
of the archipelago including the islands of 
Borneo, Sumatra, Java. Sulawesi and 
Indonesian New Guinea and have already 
engulfed some 80,000 hectares and have 
reportedly destroyed crops, mostly palm oil 
and rubbo' pianutions, over some 60,000 
hectares. The air pollution from these fires 
is causing widespread health probletas. The 
smoke haze has also allegedly caused an air 
crash and a ship collision, though it now 
appears to have been only one of the factors 
responsible. And even as Indonesia, in 
response to internationai criticism, began to 
act to punish culprit companies, the Pahang 
state in Malaysia reported widespread 
fires. With most cities of the region already 
choking in fumes of a synthetic and unsus¬ 
tainable prosperity, these fires have sharply 
focused attention on lax enviranmemai and 
related regulations in the ASEAN region. 

Countries of Ibe ASEAN region have 
achieved rapid growth especially over the 
last decade. This growth has been generally 
iineiven and unmonitoied, with a gradual 
withdrawal of state agencies. The suiging 
growth rates in luin have attracted large- 
scale capital inflows, especially private 
fovestmenu. Acting to a Worid Bank 
esifoute, norib^outh tnnsfen of privttc 
money have increased more than five Umes 
h).die last fbw yerest flam $ 44 bn in.l990 


to $ 2(34 bo in 1996. Malaysia, Indonesia 
and Thailand were among tbe top 10 
reciptenti of private flows which accou n ted 
for 14 per cent, 6 per cem and S per cent, 
respectively, of tb^ GDP in 1993. These 
inflows are of course a natural cooseq ue oce 
of their robust economiet, but to a great 
extent they are also attracted by loose laws 
and pliable government agencies which are 
ever willing to bend rules. This is particulariy 
true of industries which are aimed at 
extracting the region's natural resources. 
Milting and timber are two such industries. 
The US timber industry has been forced to 
go abroad to escape what has been termed 
‘green harassinent’. There is a growing 
concern that while official development 
assistance can be profiled in detail, the end¬ 
point of private flows, especially forei^ 
direct investment, is hard to determine. And 
there is evidence that in the race to attract 
such private investment, countries are 
unwilling to define rigid environmentaT 
regulations. 

Moreover growth without equity, of the 
type achieved in these regions, produces 
gargantuan appetites for infrastnictural 
development in such areas as power, roads, 
etc, which inevitably lead to large-scale 
destruction of the environment. The irony 
is that this has resulted in an ethos where 
the process of modernisation necessarily 
means ecological degradation of one kind 
or another. 

Interestingly, the mqor industries of the 
ASEAN region, which ate largely resource- 
extracting, are looking for virgin areas as a 
result of heavy desuuction in their own 
countries. Both Malaysia and Indonesia, it 
may be recalled, have come in for heavy 
criticism from the international community 
which did not accept the Malaysian 
president's argument that putting a stop to 
the cutting down of its forests would destroy 
thecountry’secoaomy. Unlike other region^ 
groupings regulating trade and other rela¬ 
tions, ASEAN has been slow in giving shape 
to its collective environmental concerns, to 
a large extent because growth in these 
countries was and to an extent continues to 
be predicated on their natural wealth. For 
example, as a recent article in Worid Watch 
points out. in 1993 discussions in NAFTA 
highlighted the concentration, in a region 
along Mexico's border with the US, of 
ecologically unsound industries which had 
migrated there to take advantage of lax 
environmental enforcement. It is possible 
that the current disastrous haze may prompt 
amorecoacreteint^rationofettviroometita] 
concenis into ASEAN anangements. But 
that is only an intennediate stq> - any such 
mo ve requires to be rooted in a fondamctit^y 
different outlook on growth, such that the 
purauil of capital docs not destroy natural 
capita], including hnmaq reaoureea. That 
will be a long time coating. 
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Congress-UF Ties 

THE muted reaction of the United Front 
Jeadenhip to the Congress Workiqg Com¬ 
mittee’s criticism of its pefformance on 
political and economic fronts underlines 
tbeUF leadership’s apprehension that a 
strong response would increase tension 
with the Congress at a moment when the 
UP is already plagued by internal problems. 
The failure to pass tbe insurance r^ttiatoiy 
autiiority bUI and the women’s reservation 
bill, the delay in reaching mt agreement over 
increasing petroleum prices, the dithering 
over the continuance of tbe Roshtriya 
Janata Dal ministers in the cabinet, the pro¬ 
tests against the pay commission’s rooom- 
mendation from some UF constituents - 
all have contributed to strengthening the 
impression that the UP is not at all that 
united. 

In contrast, ever since the sacoessfol 
completion of (he party presidential polls, 
the Congress Party't fonctioning has gained 
a sense of purpose which is getting reflected 
in its incieasiiig assertiveness. Kesri has 
demofucrated that the Congress is iemfing 
its support to the UF government from a 
position of strength. By toppling the Deve 
Gowda government he served notice on 
Gowda's successor that he bad to be coo- 
siantly consulted. This also served to drive 
a wedj^ between Gtqral and the more vocal 
critics of the Congress in the UP, particulariy 
former prime minister Deve Gowda and the 
left parties. At the smne time, with an eye 
on possible early electioru, Kesri has decided 
to revive the AICC parliamentary board aiui 
vigorously espouse populist causes. His 
constant barping on the faihue of'coaKboo' 
governments, as exeirqtiified by tbe UF. and 
bis assertion that the Congress alone cm 
provide political stability and coherence 
should be expected to gain in credibiUty as 
popular disillusionirtent with the UP 
government grows. 

Not that the Congress cm push the anti¬ 
coalition line too far. Notwithstandmg what 
servile party officials may tell Kesri, the 
Congreu is still very far from regainingeven 
its position as the sin^ largest party in tire 
Lok Sabha. To ciqibite power it will have 
to enter into electoral ondeiatanifingt with 
(egkxial parties in differerrt statea. But while 
the regioiul patties in the UF have toned 
down their criticism of theCongiest, accom¬ 
modating the Congress in their respective 
states is a much mote tricky p repo siti on 
since there the Congress contiinies to be the 
main oppositkm to the respective filling 
regianal ootfils. Tbe Congim leadenbip 
win sooner or later have to come to Mtma 
atith tfaia paiticuiargRiiiwf reality to arrive 
at a realistic assessmem of the party's 
doctoral prospects. 
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CURRENT STATISTICS 


EPW Rncareh PoaodatfiMi 


All iiMcio-ecoiioniic hidicaton pout to • ftotliBT deepenlii( of dte roccMion in Indian indwiry; the iharp fall in Inflatiott rale, poor pick-np in 
cofflniercial cradit. extfcmdy ilow dUboneinenli of lenn-fiinnclag inidtotiona. UMorically low leveli of primary iaaoM by GOtpoiaiBt and Gondnaod 
tlnggiihnett in growth of indotirial prodnctioo and exportt. Throe phenomena an Anther reflectod in the decline in interrot ralea. pMticnUfly 
diote on bonrowinti of laife co mp a n iw. 

Macroeconomic Indicators 


Index Nombcnet Whataato 

I (1981-82 > 100) 


Weighti 


Sept 13. 
1997 


Over 

Month 


Vaiiaiioii (Per Pent): PoinHo-Piiim 


PygUMontlli FltcalYearSoPar 1996-97 1995-96 1994-95 1993-94 
Latest Pievloui 1997-98 1996-97 


1 AO Commodities 

100.0 

329.3 

0.9 

4.0 

6.4 

2.9 

5.7 

6.9 

5.0 

nm 

10.8 

' Primaiy Articles 

1 Food Aiticles 

32.3 

337.4 

-0.1 

2.8 

6.5 

2.4 

6.6 

7.0 

5.4 

12.7 

11.5 

17.4 

385.6 

• 

3.9 

8.4 

2.0 

7.6 

9.6 

9.8 

11.9 

4.4 

■ Non-Riod Articles 

to.i 

339.9 

-0.3 

1.2 

4.0 

3.5 

5.8 

3.5 

-1.9 

I5.S 

24.9 

1 Fuel. Power, Light and Lubricants 

10.7 

370.2 

6.0 

12.1 

16.2 

7.3 

11.9 

16.9 

3.7 

2.4 

13.1 

, Manufactured Products 

57.0 

317.0 

0.3 

3.2 

4.5 

2.3 

4.0 

4.9 

5.0 

10.7 

9.9 

' Pood Products 

10.1 

325.5 

0.3 

6.1 

8.6 

5.4 

13.4 

14.1 

-0.7 

8.1 

12.3 

1 Food Index (computed) 

1 AO Conuiioditiet (Average Basis) 

J (AprU S-S^lronber 13. 1997) 

27.S 

363.5 

0.1 

4.6 

8.5 

3.1 

9.4 

11.1 

6.3 

10.6 

7.0 

100.0 

324.4 

- 

5.1 

5.9 

5.1 

5,4 

6.4 

7.8 

10.9 

8.3 


CwtaTUvIiiglndiea 


Latest Variation (Per Chnt): Point-to-Poiot __ 

Month Ow Over 12 Months Ftscal Yw So f4r l996-97 l<>95-96 1994-93 1993-94 
Month Latest Pievioos 1997-98 1996-97 


Industrial Woihert (1982x100) 358' 

Uffaan Non-Man Emp (1984-85x100) (Rx 1996-97) 289'' 
Agri Lab (1986-87x100) (Unk factor 5.89) 261' 


0.8 

5.6 

8.3 

2.0 

6.3 

10.0 

8.9 

9.7 

9.9 

0.3 

10.3 

mm 

9.5 

7.4 

- 

8.2 

9.9 

8.3 

0.8 

3.6 

mm 

-0.4 

6.3 


7.2 

Ml 

11.2 


Meswy and Banhlng (Rs crote) 


Aug 29, 
1997 ■ 


Variation 


Fiscal YearSoBsr 


Over Month Over Year 


1997-98 


1996-97 


1996-97 


1995-96 


1994-95 


Money Supply (Ms) 733115 

Ciuiency svith l^lic 137082 

Deposits with Banks 591730 

Net Bank Ciodit to Oovt 307:h)8 

Bank Credit to 0>minl Sector 375808 

Nid Boieifn Exchange Assets 117293 

Reserve Money (Sept 12) 203232 

Net RBI CtedU to Centre (Sept 12) 114538- 

RBICfeditloBkt)CoannSect(Sepl 12) 13208 
Scheduled Comiiietdai Banks 
Deposits 533644 

Advances 276501 

Noa-Paod Advances 267801 

tavestments 222449 


1487(0.2) 

-ll56<-0.8) 

4128(0.7) 

-5275(-1.7) 

~602(-0.2) 

3064(2.7) 

770(0.4) 

-I6S0(-1.4)- 

42(03) 


99898(15.8) 

I6I25(I3..3) 

85201(16.8} 

32814(12.0) 

36611(10.8) 

29410(333) 

14908(7.9) 

)4I23(-I1.0) 

318(25) 


32933(4.7) 

4649(3.5) 

27219(4.8) 

18392(6.4) 

454(0.1) 

14380(14.0) 

3187(1.6) 

-6164(-5.1) 

-44(-0.3) 


29210(4.8) 

2699(2.3) 

24124(5.0) 

16616(6.4) 

-545l(-1.6) 

5743(7.0) 

-6l34(-3.2) 

9893(8.3) 

■15920(-5S.3) 


96(76(15.9) 

14175(12.0) 

82107(17.0) 

31038(12.0) 

30706(8.9) 

20773(25.3) 

5587(2.9) 

1934(1.6) 

-l5S57(-54.0) 


72581(13.7) 
17577(17,.5) 
55042(12.9) 
35360(15.9) 
51925(17.7) 
.3109(3.9) 
25176(14.9} 
19855(20.1) 
8747(43.6) 


97019(22.3) 

18380(22.3) 

77781(22.2) 

18501(9.1) 

54949(23.1) 

24420(44.7) 

30610(22.1) 

2130(2.2) 

8067(67.2) 


5189(1.0) 78834(17.3) 28045(5.5) 20991(4.8) 71780(16.5) 46960(12.1) 71726(22.8) 

-34(neg) 28552(11.5)-I900(-0.7) -6066(-2.4) 24387(9.6) 42455(20.1) 47144(28.7) 
604(0.5) 28647(12.0)-3003(-l.l) -5070(-2.l) 26580(10.9) 44938<22J) 45776(29.8) 
749(0.3) 44770(25.2)31935(16.8) 128960.8) 25731(15.6) 15529(10.4) 16731(12.6) 


Index Nnnlteis of Indnatrlal 

Mav Rscal Year So Far 

Fiscal Year Averages 

ProdneUen (1980-8|x|00) 

Weighti 

1997 1997-98 

1996-97 

1996-9') r59J95 1994-95 1993-94 199X95 199X95 

General Index 

Mining and Quaiiying 
Manufacturing 

Bleoiricity 

100.00 

11.46 

77.11 

11.43 

303.9 305.3(8.1) 282.3(8.7) 302.1(6.5)283.6(11.8) 253.7(9.4) 232.0(6.0) 218.9(2.3) 213.9(0.6) 

274.4 270.9(6.8) 253.7(4.4) 269.7(0.9) 267.3(7.4) 248.8(7.5) 231.5(3.5) 223.7(0.6) 222.5(0.6) 

298.0 301.3(9,1) 276.1(10.3) 299.3(7.8)277.6(13.1) 245.4(9.8) 223.5(6.1) 210.7(2.2)206.2(-0.8) 

373.4 366.4(3.7) 353.2(4.2) 352.9(3.8) 340.1(8.1) 314.6(8.5) 290.0(7.4) 269.9(5.0) 2570(8.5) 



Sept 26, Month 

Year 1997-98 So Far 1996-97 End of Fiscal Year 

CapBal Market 


1997 Ago 

Ago frou^ Peak Trough Pteak 199^^7 199^5? 1W4-W 

BSE Sensitive Index (1978-79=100) 
BSE-100 (1983-84x100) 

BSE-200 (1989-90=100) 

NSE-50 (Nov 3. 1995=1000) 

Skindm ODU hxfex (Apr 15. 1994=100) 

3925(21.2) 4107 
1704(17J) 1791 
380(18.8) 402 

1116(18.2) 1152 
74M(213) 74J8 

3239(-7.3) 

1430(-8.6) 

320(-9.l) 

944 

61.69(-23.I) 

3427 4548 2745 4069 336l(-0.2) 3367(3.3) 3261(-13.7) 

1489 1980 1217 1843 I464(-S.S) 1S49(-3.S) I606(-I2.2) 

333 440 273 413 328(-5.0) 345 (-6.3) 368(-I8.2) 

970 1293 788 1196 na na na 

6733 86i57 51.6 90.0 7X76(-7.3) 78.53(0.7) 77.99 

Eareign Trade 

July 

Fiscal YearSoFkr 


1997 

1997-98 1996-97 

1996-97 1995-96 1994-95 1993-94 1992-93 


Exporu. Rs crore 9917 39493(3..5) 38163(23.6) 117525(10.5) 106353(28.6) 82674(18.5) 69751(29.9) 53688(21.9) 

USSinn 2775 11034(1.0) 10924(11.1) 33106(4.1) 31797(20.8) 26330(18.4) 222.38(20.0) 18537(3.8) 

fanpofls.-Rscime 11439 46029(8.9) 42266(17.4) 136844(11.6) 122678(36.3) 89971(23.1} 73101(15.3) 63375(32.4) 

USSmn 3201 12860(6.3) 12099(5.5) 38548(5.1) 36678(28.0) 28654(22.9) 23306(6.5) 21882(12.7) 

Non-POL USSinn 2606 10206(12.1) 9l02(-6.4) 2893l(-I.O) 29214(28.5) 22727(29.5) 17.552(11.2) I5782{12J) 

Balance of Trade: Rs crate >1522 -6536 -4103 -19319 -16325 -7297 -3350 -9687 


US $imi 

-426 

-1826 

-1175 

-5442 -4881 

-2324 


-1068 

-3345 1 


Sep 19, 
1997 

Sep 20. 
1996 

Mar 31. 


HHHI 


miBii 

imiimi 

■■■■ 

furulgn Bxrlumy 

Kerorvet (excluding gold) 

1997 

Month 

Ago 

Year 

Ago 

Riail YarSaJEg. 

1997-98 1996-97 

1996-97 

1995-96 

1994-95 

1993-94 

Riciore 

USSmn 

93195 

25585 

65SIS 

18345 

80375 

22369 

-2324 

-892 

27680 

7240 

12820 6789 

3216 1119 

21649 

5243 

-7302 

-3690 

18402 

5640 

27430 

8724 


na: not available neg: ncgligiUe. * unchangnd. 
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COMPANIES 


(X«X>UR-CHEM 

Business Restructuring 

CX>LOUR-CHEM. a subsidiary of German 
transnational, Hoechst AG, has fated well 
in 1996-97. While the company’s net sales 
improved by 9.8 per cent over the previous 
year, value of production rose by 13.6 per 
cent. A lower increase in r^wrating expen¬ 
ses led to a 24.6 per cent rise in operating 
profit. Despite steep increases in interest 
costs (up 2S.7 per cent), depreciation 
provision(upl8.9percent),andtax provision 
(up 50 per cent), the company managed to 
port a 36.6 per cent improvement in its 
bottomliiie. 

Encouraged by its performance, the 
company raised its dividend tale from 45 
per centtodOpercenL Book value improved 
fiofflRs 152.6 pershaie to Rs 208.5 pershaie 
during the same period. 

For the first four months of 1997-98 the 
company has repotted a 20 per cent growth 
in sides as compared to the corresponding 
period last year. The company’s business 
has been restructuted into four business units 
- process and performance products, fine 
chemicals, pigments aitd additives, and 
cellulose ethers and polyinerisates. This is 
in line with its strata to align its own 
slructuie with the business divisions adop¬ 
ted by the Claiiant organisation inter¬ 
nationally. 

'The company also proposes to have a 
separate business unit dealing with textile 
dyes which will be governed by the toll 
manufmturingagieementbetwecnitselfand 
DyStar fndia with effect from September 1. 
1997. 

The company has already declared an 
interim dividend of 108 per cem which will 
be paid on receipt of the compensation from 
DyStar India for the assignment and transfer 
of the textile dyes business. The company 
cMms that this transfer will result in savings 
in interest costs and better funds management, 
thus improving its overall profitability. 
Though the transfer of the manufacturing 
and sale of textile dyes to DyStar India will 
reduce the coinpany’s turnover, Colour- 
C3iem claims that there will be no adverse 
iiigMCt on profitability. 

Meanwhile, the proposed merge r between 
C>>lour-Chem and Claiiant (India) has been 
calledofTand the two companies willcontinue 
toopenie at separate subsidiaries of Claiiant 
AG - the pbarmaceuticals giant which came 
into being after the merger of Hoechst AG's 
^obal speciality chemicals business with 
Claridnt Intefimtional, an erstwhile division 
of Sandoz. Colour-(^hm's German parent. 
Hoechst AQ. it truiajjyiiig its 50.1 percent 
shaieholdiag In Ct^l^jii^Chem to Clariant 
AG. Colour-Oiem wU thereafter become a 



subsidlaiy of Clarlani AO. The amger has 
reportedly been shelved because of the 
cotnplicationt ariaing liom the ag r eeme M ts 
betamCokMir-Chemaad DyStar, the textile 
dyes joim venture between Hoechst AQ 
Bayer AG. Deaphe the transfer of the 
textile dyes businesa, CotouT'Oiem cooti- 
mies to manufacture dyes for and on behalf 
of DyStar at ks Thane and Roha (dants. As 
Clariant (India) also has a textile dyes 
business, the merged entity would be plai^ 
in an awkward position of having to 
manufacture products for its competiira if 
the merger went through. Besides, Clariant 
(India) is keen on increasing ks auiket shme 
in the textile ’dyes segmem and hai no 
intention of parting with this business. 

Colour-Chem’s share price presently 
quotes at around Rs 3,275 on the Bombay 
Slock Exchange, discounting its 1996-97 
earnings per share by 15.7 times. 

INDIAN ALUMINIUM 

Expansion and 
Modernisation 

Indian Aluminium Company (Indal) seems 
to have performed poorly during 1996-97. 
While net sales and value of production fell 
by 2.6 percent and 5.6 percent, respectively, 
the company’s operati ng profit fell drastical iy 
by 35.4 per cent over the previous year. 
Farther with a 7 per cent increase in interest 
charges and a 3.9 percent rise in depieci ation 
provision, net profit was lower by 48.3 per 
cent during the same period. 

Despite the fall in earnings per share from 
Rs 15.7 last year to Rs 8.1, the company 
maintained the dividend rate at 40 per cent 
Book value, meanwhile, edged up from 
Rs 86.2 per share to Rs 90.4 per share. 

The company claims that its poor 
performance was due to the overall recession 
in the global aluminium market. This resulted 
in a poor perfonnance in all of the three 
major segriwnts that the company operates 
in - alumina refining, primary rtuminium 
anddownstream aluminium products. Global 
alumina prices fell by $70 per tonne over 
the previous year and hit a low of $ 130-140 
per tmne. Ingot prices too continued to 
decline and felt brtow $1.3(X) a tonne in 
October 1996. On the domestic from too, 
aluminium consumption was affected 
following the slow down in industrial 
production and the high cost of borrowing. 
The increase in the prices of Aid and power 
and thecnttic rtiirfall added to theconqiany’s 
woes. Demand for sheets remainari stagnant 
while the markrt for foil and extrusion 
products grew by a mere 6 per cent and 
8 percent, respectively. 

Despite thw setlNuks, Ike corapwy 
recorded its highest ever production and 





alaimient of ahuninium. Exports of ^edaf 
atuminium more than doubted over the 
ptevioui year. The company liao undertook 
leveral expansloQ end upgndaiion pfqjects 
during the year under review. Theee included 
the expansion and upgradotion of standfud 
aitd special aluminium at its units in 
Karnataka and Bihar, smelter expansion 
in Orissa, commlisiorang of the ahWnlum 
scrap recycling plant and inttaOatioD of a 
polyextruder unit in Maharashtra. 

During the current year the company plans 
to invest around Rs 160-170 crote towards 
ftittJierexpansion and upgradation.Tndudiitg 
extensive modernisation of its sheet roiling 
mills with inputs from Alcan, Indal’s 
Canadian parent The joint venturecomfieny, 
Orissa Exttu.sions, Balasore, and Indal’s 
extrusion plant in Kerala will also be upgraded 
and mod^sod with technological support 
from Hydro Aluminium Extrusions of 
Europe. Indal’s plant for processing kaolin 
in Bihar is being upgraded to produce world 
class kaolin for paper, paint and refractory 
applications. Futtfi^, Tndal plans to set up 
a large-scale kaolin plant of around 75,000- 
1,00,000 tonnes per annum capacity. 

Indal now plans to expand the capacity of 
ita Belur (West Bengal) unit for manu¬ 
facturing sheets, as part of iu 170-crore 
capital expenditure pirn for 1997-98. Slated 
to come up in three phases, the project has 
been emitted ‘Belur 11’ and is expected to 
cost around Rs 100 crore. The company is 
currently in the process of fiimlising land 
acquisition details and acquiring other 
necessary permissions for the project from 
the state government. 

The company’s share pticecuirentiy quotes 
at around Rs 134 on the bourses. The market 
price discounts the company’s 1996-97 
earnings per share by 16.5 times. 

GREAVES 

New Products 

Greaves, an L M Thapar group company, 
is engaged in the manufacture of rock roller 
bits, diesel engines, high pressure pumps for 
mud slush and water, discrete devices and 
integrated circuits, diesel oil engines, 
generating sets, deepwell turbine pumps, 
marine and Industrial gear boxes, imernal 
combustion engines, and dteiel three-wheeler 
autorickshaws. In addition, it also trades in 
a variety of mher spares and acces a ories. 

The company seems to have fared well 
during the year 1996-97, notching a 10 per 
cem increase in net sales and a 7.4 per cent 
increase in value of production. However, 
there seems to be a marked slow down in 
the company'r performance over the prevloro 
two yean. While turnover in 1994-95 
improved t>y 47 per cent, that in 1995-96 
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1997 

I9M 

199T 

19N 

19*7 

199* 


29452 

26836 

102573 

105343 

80099 

72816 

2 Value uf produciim 

30388 

26758 

101332 

107295 

79511 

74004 

' 3 Other Income 

911 

798 

721 

1091 

1309 

1129 

4 Tutal Mcum 

5 Row materiala/tums and 

31299 

27556 

102053 

108386 

80820 

75133 

spares consumed 

12775 

12940 

43561 

39762 

56434 

54357 

6 Odmr munufiKturing expenses 

6010 

4164 

19039 

2III2 

923 

770 

7 RemuDefation 10 employees 

3348 

29.30 

9806 

9715 

6921 

5998 

8 Other expenses 

41.37 

.3487 

15135 

15320 

7311 

6622 

9 OptroHntt profit 

5029 

4035 

145 IS 

22477 

9231 

7386 

10 Interest 

1332 

1060 

4804, 

4490 

2754 

2815 

11 Grots pnfil 

4298 

3134 

10736 

18473 

6663 

4673 

12 Depreciation 

899 

756 

3949 

3800 

1153 

930 

13 Profit before tux 

3329 

2378 

6645 

14673 

5368 

3743 

14 Tax ptovision 

900 

600 

868 

3500 

1580 

860 

15 Profit ttfter tax 

2429 

1778 

yin 

11173 

3788 

2883 

16 Dividends 

699 

524 

2844 

2844 

1418 

1258 

17 Rctaiiied pront 

LUMUdca/aaacU 

1730 

12.54 

2933 

8329 

2370 

1598 

IS Paid-up copiul 

1165 

1)65 

7111 

7111 

4441 

4441 

19 Reserves and surplus 

I0I2I 

8.391 

57136 

54203 

19879 

17540 

20 Long-term loans 

3918 

4141 

38710 

' 32731 

8194 

11037 

21 Short-term loans 

4869 

4080 

NA 

NA 

12328 

7509 

22 Of which bank botrowingi 

4869 

4080 

NA 

NA 

11828 

7009 

23 Crou fixed assets 

15.558 

14045 

90568 

82967 

18067 

16356 

24 Accumulated depreciation 

6399 

5928 

28192 

25548 

5531 

4389 

25 Inventories 

5859 

4569 

20864 

21739 

11504 

12359 

26 Total assets/liabilities 
MJaccDaneous Items 

25459 

21838 

121838 

113304 

66687 

58453 

27 Excise duty 

4093 

3532 

12985 

13118 

NA 

NA 

28 Grass value added 

9301 

7166 

25997 

32580 

1.5918 

1.3285 

29 Total foreign exchange income 

8017 

7742 

19728 

19941 

5071 

9565 

30 Total foreign exchange outgo 

1993 

2401 

21442 

15392 

7910 

13350 

Key fbiaadal aisd performance ratios 






31 Turnover ratio 



• 




(sales to total assets) (%) 

115.68 

122.89 

84.19 

92.97 

120.11 

124.57 

32 Sales to total net assets (%) 

33 Orois value added to 

146.72 

150.96 

99.63 

112.01 

178.62 

179,67 

gross fixed asieu (%) 

59.78 

51.02 

28.70 

39.27 

88.11 

81.22 

34 Return on investment 





• 


(gross profit to total isseu) (%) 

16.88 

14.35 

8.81 

16.30 

9.99 

7.99 

35 Gross profit to soles 







(grots margin) (%) 

14..S9 

11.68 

10.47 

17.54 

8.32 

6.42 

36 Operating profit to sales (%) 

17.08 

15.04 

14.15 

21.34 

11.52 

10.14 

37 Profit before tax to sales (%) 

38 Tax provision to 

11..30 

8.86 

6.48 

13.93 

6.70 

5.14 

profit before lax (%) 

27.04 

25.23 

13.06 

23.85 

29.43 

22.98 

39 Ibofit after lax to net worth 







(lelum on equity) (%) 

21.52 

18.61 

8.99 

18.22 

15,58 

I3.t2 

40 Dividend (%) 

60.00 

45.00 

40.00 

40.00 

32.00 

29.00 

41 Earning per share (Rt) 

208.50 

152.62 

8.12 

15.71 

8,56 

6.51 

42 Book value per shore (Rs) 

43 P/E ratio (bawd on latest and 

968.76 

820.26 

90.35 

86.22 

53.12 

47.79 

corresponding lost year’s price) 

15.71 

17.69 

16.49 

11.46 

5.84 

11.82 

44 Debt^equity ratio 







(adjusted for levalaadon) (%) 

34.72 

43J3 

60.25 

53.38 

34.86 

.52.18 

45 Shoit-iemi bank borrowings 







to inveniofies {%) 

83.10 

89.30 

NA 

NA 

102.82 

56.71 

46 Sundry ctediion to 







sundry debtors (%> 

60.69 

46.26 

70.43 

73.92 

103.54 

108.79 

47 Total lenmneralioo to enqiloyees 

to grow value udded (%) 

48 Total remuneration to employem 

36.00 

40.89 

37.72 

29.82 

43.48 

45.15 

to value of ptoducUoa (%) 

11.02 

10.95 

9.68 

9.05 

8.70 

8.10 

49 Oross Axed assets formation (9b) 

10.77 

693.05 

9.16 

14.26 

11.20 

14.76 

90 Orawth in invamories (%) 

28.23 

0.37 

-4.03 

-6.47 

-6.92 

21.04 


Mmt. NA: not avaiUble. 


ww higher by 39 per cent. Thit can be 
anribuled nuiialy to the ahiggiah ioduttnal 
growth witneued during tbit period, 
Coniequenlly,both the conpny’tdivniont 
- power trantmiasion products division and 
the setni-conductur division - saw lower 
orders and offtakes. 

Adverse movements in raw material costs 
and reduction of import duties alto affected 
the company’s polymer division, but it 
nuuiagcd to improve its margins through 
stringent cost cutting measures. 

While operating profit, as a whole, was 
higher by 2S per cent over the previous year, 
the company’s net profit improved by 31.4 
per cent during the same peii^ This, despite 
a 24 per cent increase in depreciation changes 
and an 83.7 per cent increase in tax provision. 
The company managed to keep its interest 
costs down through lower utilisation of 
working capital limits, in fact, interest costs 
were lower by 2.2 per cent during the year 
under review. 

With earnings per share improving from 
Rs 6.5 to Rs 8.6, the company raised its 
di vkJend rate from 29 per cent to 32 per cent 
Book value too moved up from Rs 47.8 per 
share to Rs 53.1 per shm. 

The company now plans to launch 15new 
suuc-of-tbe-art products in various s^ments 
of its business. It is targeting a turnover of 
Rs 2,000 crore by the year 2000 and with 
this in view has undeitakcn a Rs 250 crore 
expansion programme over the next three 
years. While the production capacity of high* 
speed diesel engines manufactured at 
Aurangabad and Ranipet will be increased 
from 60.000 units per annum to 1,00,000 
engines per annum under this expansian 
programme, that of petrol/kerosene etigioea 
manufactured at Cheimai will be increased 
from 80.000 engines to 1,20,000 engines. 
Further, the capacity to manufacture the 
Garuda diesel three-wheeler wilt also be 
increased from 24.000 rickshaws to 60d)00 
r)ckshaw.<i by the year 2000. 

Greaves also pim to buy back its own 
shares and has sought ^harehoider approval 
for the same. 

Meanwhile, for the rust three months of 
the current year, the company witnessed a 
fall in turnover by 15 per cent over die 
corresponding perM I asl year.’The company 
claims that this was mainly due to laA ik 
investment in the infrasuucturc projects in 
the country.The petrol version ofthe popular 
ihrcc-wheeleT, Ganida, which was expected 
to be launched during 1996-97. is now likely 
to be launched in November 1997. In dris 
segment, the company will be compeiiiig 
direedy with the mwfcel leader, Bajiy Aulo, 
which manufactures only petrol versions of 
the rickshaw. However, Beikj Auto looplans 
to laundi a diesel venion of its three-wbaeier 
soon. 

Greaves stock cunendy quotes at araund 
Rs 50 on the bourses, discoouing ha 
1996-97 earnings per share hy 5.8 dines. 
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Shri Mantosh Sondhi 


Ladios and Gentlemen. 

On bana^f of fha Board ol D^recfors and on my own behal^ I exterKi 
tc you ali a very warm and cordial welcome (o tho 8th Annua) Cenoral 
Meeting ol your Company The Notice convening the meeting, the 
Directors' Report and the Audited Accounts for the year ended March 
31, 1997 have been with you tor some time now end, with your 
permission, I shall take them as rood 
T-ha Economy 

May I now say a lew words about the economy The country 
celebrates its first hail-century of Indepondenco this year We can all 
loel proud of India's achievements thus far There is however, much 
more to bt done. ar>d we need to accelerate the pace of development. 

Since 1991. India s policy on gtobaNsotion is one of the major tenets 
of its economic progress In terms of sustainable growth India i$ better 
posihoned than most of the South Asian ccuntnes Thr& rs due to the 
fact that ernpnasis on outward orientation is backed by a vast domestic 
market m io^a The barners created by an c^erdoe of regulatKsns ar>d 
restnctrpns are being dismantled Many of the pciiaes that had hJtherto 
stifled growth are being abandoned 

Today. India is a power house ot economic activity moving ahead 
on the highway of progress and making rapid stnoes in high technology 
fields like • space, nuclear, telecommumcanons and ^formation 
technology The quantum leap at the turn of the 21st century le the 
result of a radical change in Government pol<cy. integrating itsell with 
gfobaf economies Growth in GOP is admittedly the unfy way to measure 
progress. The Eighth Ran is likely to end with an average growth of 
6 5^4 per annum • higher than the 6% achieved in tho Seventh Plan 
Otr/ economte growth dwtng 1998-97 js esumafed to be nround 6 0% 
(GDP at factor cost) and may be sustained at around the same level 
next year The current growth rate needs to be consolidated, stabilised 
and translated into a trerxJ rate of growth for our ecortomy to forego 
ahead What our country realty needs. ar>d must stnve (or, is a growth 
rate of 8 to 8 per annum for the next 15 to 20 years m order to 
significantly reduce poverty 

A highly satisfyir^ dimension of the fiscal design is that the fiscal 
deficit has been maintained at 5%. it is proposed to be brought down to 
4 5% of the GDP in tho current fiscal year Another good development 
(8 that politics and economics in this country are getting gradually 
dissociated from each other The recent announcement by the 
Government of e hike in fuel prices is a case in point. Potilicians 
procrastinate'^ on this issue for a long time before giving in to the 
econoff wc comDutsions Furthermore, mspite of the recent pdiliceltumioH 
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and uncertainty, feralgn direct investments, thn year, are comparatively 
higher than in the corresponding penod last year. 

It It true that the year 1996-97 hat witnessad a declination in 
industrial growth estimated at 7% as against 9.4% in 1994-95 and 
11.7% in 1995-96. However, the recent statement ol the RBI Governor 
that the economic tundamenlals continued to remain strong and that 
the Government was committed to deepen economic reforms is most 
reassuring, this statement could not have come at a more opportune 
time Thus without being unrealistic oi unduly optimistic, it can be 
assumed that the present slow down in the economy is a transitory 
phase and thet things can change for the better provided the 
Government is prepared lo and is in a posmon to put tls act together It 
IS obvious that tor balanced growth ol the economy, not only should an 
all round sectoral growth be ensured, but more impt^anlly. tha supportive 
economic infrastructure must be strengthened on a lop pnonty basis 
The Government must, therefore, streaming the process ot clearing the 
infrastructure protects it the economy has lo be given a kick-start to 
iTKive It out of its present phase of sluggishness It is understood that 
the Government rs convening a meeting shortly lo consider an inter- 
institutKxial report on funding private inlrastruclure protects I hope that 
early decisions will be taken on this 

Government mu$l also progressively take measures lo increase 
government spending For example, apart from inirasiructure protects it 
must give greater attention lo the construction and housing industry 
because this industry has a tremendous multiplier effect Recent 
indicBtions are that tins activity is showing some signs ol recovery 
Review of Oparetions 

During the year ended March 91, 1997, sales ol your Corppany ai 
Rs.620,91 crores wore marginally higher compared lo sales ol Rs 590 24 
crores last year However, the gross profit rose to Rs 74 96 crorcs Irorr, 
Rs.60.S9 crores The not protil diso went up to R5 48 81 crores as 
compared lo Rs.41.79 crores in 1995-96 All the units performed well 
and contributed towards this performarvte Your Board of Directors have 
recommended a total dividend of 40% on enlarged equity capital Out 
of this, your Oireclors have already paid an interim dividend ol IS", 
dunng the financial year uixler review 

A. Fertilisers' 

Dunng the year, overall performance ol this Division in terms ol 
production, efficiencies ano profits was satisfactory The Division receivec 
FAt Award for High Fertiliser Production Performance in 1995-96 and 
National Energy Conservaliun Award for 199b instituted by Ihe Ministry 
ot Power, Govt ol India This year loo. delay in settlement ol claims tor 
price revision by Fertiliser Industry, affected Company s inteiesi cost 
and cash How 

B. Plaalica A Chemicals 

PVC and Caustic Soda production was salistaclory but marvns 
remained under tremendous pressure due to excess capacity The 
management it making concerted efforts to reduce energy consumption 
and other coats and also increase production ol value added PVC 
compounds for Improving sales realisation 

C. Power 

Commissioning of an additional 30 MW powei plani at the Kola 
complex has bean an excatlem decision You will be glad to note that 
the plant w performing extremely well and is operating ovor 90% P.L F 
agamsi an average ot 63% tor the country as a whole. To axptoil the 
axpertiea develop in setting up and running of power pitnts, the 
Company is actively pursuing oppoitunitlai lor setting up indepandeni 
power ptarts In vartous States tor sale of power. 








I 


0. Cmmm 

Operalioni ol Ih* un# (mprowBd further In tcrme of production eiKl 
tower energy coneumpHon. During the yeer, preductton wee higheet 
•rtr, 'Shrirem Cement' continuee to commend premium prtcee in the 
meriret. The unit reeeived Nehonal Production Awerd tor the yeer 1994- 
96. ISO 9000 CertHtoete wee eleo received during the yecr. 

. nH!!!?..**®?* P'®*P*®*'*9 tor the propo^ new cement protect 
In ReleMhen le eleo progree e ing eedeiectorily. 


E. Shftoem AHcell end Cltemicele 

During the yeer, the Company wcceaafully commlaaionad the 
belenoe pert ol the 150 TPO capacity chlor-elk^ plant and 18 MW DQ 
Set baaed cepdve power plant at Jhagadfa, DIetrict Bheruch. A 100 
TPO cauetic aode llaWng facility baead on itate-ol-the-ert technology 
wae added to the complex during the year. 

The plant aehiaved a capacity utilisation of about 70% during the 
Aral d operations. 

Products of the Company have been wall accepted in the market 
and the quality continues to be qurte satisfacfory. inapite of this, due to 
market demand position dunng the Mar. the performance ol this unit 
was somewhat adversely affected Opoortumties for export ol caustic 
soda flakas are being explored 


F. Texmaa 

Dunng the year, in view of the Hon'bie Supreme Court Orders dated 
30 5.1996 and 8 7.1996. the two textile units viz Swatantra Bharat 
Mills and OCM Silk Mills stopped operating in Delhi with effect from 
30.11.1996. The Company has relocatsd Swstanua ^arat MHIs at 
Tonk and OCM Silk Milts at Alwar m the State of Rajasthan. The first 
phase of mstatlalion ol the production facilities ai the new sites has 
been completsd and Installation of the balance production lacilities is 
making progress as per plans 

With regard to workmen, the court had directad that all those workmen 
who agree to shift to the new location be paid one year wages as 
shifting bonus and those workmen who are not willing to shift along with 
the relocated Industnes shall be deemed retrenched with etfaci from 
30 11 1996 and be paid retrenchment compensation and one year 
wages as addilional compensation. 

The Company had asked the workmen to give iheir option to shilt to 
the new location The workmen of Swatantra Bharat Mills have not 
given their option to shiN to the new location daspilB having been given 
a number of opporturxlies by fhe Company as wdf as by the Qovernment 
of National Capilal Territory of Delhi and are. therefore, deemed 
retrenched with elfeci from 30 11 1996 by the Cimipany m terms of the 
court order Some workmen of DCM Silk Mills have opted to Shift to the 
new site but have not reported on duty at the new site 

1l may be re-iterated that all actions taken by the Company ate 
strictly in accordance with the direchons given by the Hon'bie Supreme 
Court 


The Company it incurring large linancial costs arising out of tha 
order ol the Hon'bie Supreme Court involving inter-alia payment of 
retrenchment compensation shitting bonus gratuity'other statutory dues 
and retocabon of production facilities at the new s les 

The Court has permitted development ol 32% ol the land made 
avaifable by ahrlring of the two textile uniis To muigale the Imancial 
burden es mentioned above, the Company has entered rnlo an 
agreement to form a 50 SC joint venture wrth an NRI Group Company 
of Irxtonesia with extensrve expenenca in prof>erty developm^. Ansmg 
out of thra agreement, a sum ol Rs SO crotes has been racanrad by the 
Crjnrrpany, a large part ol which has been ollset against tha heavy 
expenses incurred m the Textile Division li is expected that in due 
course, the development of the property would generate adequate 
liqutdtty to repay irw-remaining liabilities ot these units and gansrate 
surpfusts 


Quality Campaign 

Quality improvement programme, with the assistance from tha 
Institute of Quality Ltd was undertaken in all the busineasaa. Quality 
improvement Moms have bean matilulad and a two year programme tor 
plHMSd tmplamentalton la stall undararay. 

With Ifia ovaraU ob)aekva of improving compafilivanasa in Itw rapidly 
changmg anvironmant, ISO 9000 CartHicatian tor all our bunnasf groups 
were o^iefl and till dale we have received certiticetion lor all our 
products 


Entrironmenf 

Shnrsm Environment 6 Allied Services ah Kola, rscogn ts ed by Ihs 
Oapartment of Science 8 Technology, sat up lu carry out research and 
dsvatopmant work m tha Md of environmenl conHnuaa to do well. 


SuteWItfy ConpMlM 

OCM Sviram CradH And toveal m ent a Ud., a whoiy owned aubaktay 
of your Company has done well ee compared to lest year. In 8ie oaae 
ol tha other subsktary. OCM Shrirom A^ Foods Ltd., 8 n aquacukuie 
prolact at Karaikal, Pondkriwrry contlnuea to be on hold on aeoounl of 
krtarim order of tha Supreme Court agoinai a Public Iniaresi Ubgaiion 
Mad with Ifiam. 

New Buninaaa Oeiralopinant 

Aa a part ot Ha dwsraHicatian programme, your Company dacxfad 
last year to onter into the business of Sugar With ftia obiect m mind, 
the Company has along with others acquired controlling interest in 
Qhaghara Sugar Limits, which is setting up 2500 T/day crushing 
eapacHy sugar (riant at Villege Ajbapur in Dislnct Laktxmpur Khen (U.P) 
The work at the arte is progressing satisfactonly arxl the plant is expected 
to be fully commisstonsd by November this year, m urns to take fun 
odvartaga of tha next crushing season Altitough Sugar is consider e d 
to be a cyclical industry, the decision taken by your Mansgameni is 
considered to be very timely snd tha addition of this new business 
should prove to be very rewarding 
fnformabon Tadmotogy InitlallvB 

Tha ComiJany has undertskan the implemenlation of a computer 
based Enterprise Resource Planning packaga SAP Rr3 This 
Internationaify leading software is m use for on-fine Enterprise 
Management by a large number of the top Fortune 500 Companies 
world wide. Howevar. m Irxiia. we would be amongst the first lew On 
knplamenlation. targeted to be completed by the erto of year 1996-99. 

It IB sx(>scrted to give a competitive edge to the Company in the 
management of its businesses 
Induatrlal Rolationa 

The Company continued to maintain harmonious and cordial 
retahona with Hs workers m sn its divisions which enabled it to achieve 
higher perlormance levels on all fronts 
Human Resource Devalopmani 

The progress of me Company during the last 7 years to s large 
extent is due to the top quality of our human resource Human Resource 
Devetofxrienl in your Compiany continues to receive high pnority Team 
building and training iniliativec have been strengthened across the 
orgamsalion We are working to create an orgamsahon that is highly 
motivated, dynamic anrl arfaptable to the changing business 
environment 

PreapeeU for tha Currant Yeer 

In the Irrst five months of the current tmancia' year ■ e April to 
Auguat. 1997. sales of your Company al Rs.281 38 crores are higher 
by 14% as compared to sales of Rs 246 55 crores m the prevKius year 
However, profits of your Company this year are under pressure due to 
depressed market conditions caused by demand recession, 
commissioning of large capacities and lowering ot cuitom duties The 
Compat^ has initiated several programmes in order to retain and imjxove 
u(>on the competitive strengths m different business areas These 
include Total Quality Improvament Programme across the operations of 
Kota arxf Bharuch comjriex. formatircn ol Cross Functiorul Teams across 
the organisation to relook at the prevailing business processes, 
manpower rationalisation, new initiatives tor optimisation of energy 
utlisation in all me operatxins and continuing etfons m the area 
of organisation development to facilitate the managen.ent of change 
We are sure that these measures would hc j. the Company to retain 
long term com(>etitive strengths m each of ine business areas at>d 
achisva stable and sustained growth 
Acknevrtadganwnls 

Ladies and Genilemen. in conclusion, i would like to complimant 
the Management Team of your Company led by Shri Ajay S Shnram 
arxf Shn Vikram S Shnram for their excellent performance 1 must add 
that your Company has an outstanding management taam at all levaU 
with an excepbonalty gixxl team work The Directors also wish to thank 
tha GovarnmanI aulhomies. Iinancisl institutions, bankers, buainaaa 
aasociales end shareholders for their cr>-a(}eralion and support e x tsndsd 
to the Company. Tha Directors also place on record Iheir deep 
appreciation for the contributions made by emptoyees at all favaia to 
improve the working ol the Company 

Thank you. 

Not*.' Ttita riods noi purport lo be a r»(x>ra ot ih» pmcdmriingt ol 
Ihe Annual General Meeting 


IMPOUI4TO • CAUSTKI • YMN • DOM TEXmJBB 


EepnomiG and Polilicil Weekly October 4. 1997 







CCM4MENTARY _ 

ICARNATAKA 

Bangalore Riots: Communal or 
Communitarian? 

Mosaffar Assadi 

The Bangalore riot in the second week of September appears to have 
begun as a clash between two groups of Muslims over a piece of 
land. It raises some interesting questions about the changing socio¬ 
economic and political nature of the Muslim community in the city 
and Karnataka. 

SEPTEMBER 17 wa.*> a bad day for the hand over the portion of land to the 
residents of Bangalore, the capital and garden corporation with due compeiuiUion and with 
city of Karnataka. A dispute over idgah the transfer of katha” says Badiuddin, one 
property led to noting on tte eveniqg of that of those involved in the riots. Meanwhile a 
day. Five people were killed and that most couit order stalled the corporation’s effotts 
of the deaths occurred due to police firing bypassingthejudgmentthti “the petitioners 
on innocent people. Two petrol bunks, 12 (Basavanagudi mosque) are in possession 

BMTC buses, 34 private vehicles wereeitber and their possession cannot be distiutaed 
damaged or destroyed. Cloth shops, jewellety exc^ in due course of law. The corporation 

shops, pawn brokers’sliops were looted; a accordingly prohibited from taking 
stabbing incident was reported including the possession, otherwise than in due course 

lynching of policemen; a couple while trying of law”. This order gave a clear edge to 

toescapethefuryofthemobscrashedagainst Basavanagudi Muslims. The problem got 
the wall: sis cars parked inside a complex aggravated when Muslims of Jayanagar not 

was set on fire, nuny handcarts were only formed youth forum but statteddigging 

destroyed by the mob. Property worth more a bm well inside the Idgah property. This 

than Rs 20 lakh was destroyed in the riot, was objected to. “A stone thrown from 

In all 83 persons were injuted, out of which nowhere triggered off the controversy and 

63 were civilians, more than 100 people the riot"claimsShabbirSaheb,thesecietaty 
were arrested. of the mosque. What followed were wild 

The disputed idgah property lies in the rumours that the “mosque was being attacked 
middle of Jayanagar and is located at^acent and a portion was demoliiibcd". Soon riots 

to the main road, in Jayaiugar, a posh and spieadtoMuslim-dominatedaieaslikeTilak 
elitist locality in Bangalore. This idgah is Nagar, Cauri Palya, Bismilia Nagar, Yarab 

surrounded by a bus-stand on two sides and Nagar, Lashker, Bannerghatta road. Of the 

houses and shops on other sides, besides four total number of cases 40 per cent of the cases 
urinals attached to the wall. One part of the were registered in Tilak Nagar alone, 
idgah is used as burial ground and in another However what distinguishes this riot from 
paitnamazorprayerisofretedinamakeshift other riots is that it began in the evening 
mosque. This idgah piopeily was dontfed especially when the area was crowded with 
to wakf boasd in 1935 by the then maharqa vehicles and people; secondly, the riot blew 
ofprincelystate.SincctbeKwerehardlyany over within 36 hours; thirty, it did not 
Muslims living in the vicinity of Jayanagar, spreadthroughoutBangalofe nor Karnataka; 
a’miitavalli’orcustodian from Basavanagudi finally it did not translate into a thorough 
3 km away from Jayanagar was aj^xrinted “communal riot or clash", 
to look aflerthe property. This arrangement There are arguments and counter- 
continued for many yekrs till the Muslim arguments about the riot. The chairman of 
populationinJayanagargrewanddemanded the Minority Commission, including some 
the handing over of the property to them Hindus saw In it “the clash of two Muslim 
to construct a mosque for prayers. This was gioii|M",PoiiccontbeconUaiyhadthetypical 
resented and the issue went to court, aiguments about’Hindu-MuslimconflictB*. 
MeanwhiletheplanofBangalorecofporation Others, who were involved in the riots saw 
to convert Jayanagar into one of the biggest the “sinister design of BJP/VHP In this riot“. 
extensionsin Asia added fuel to this problem. No doubt the riot was triggered off on the 

The Bangalore corporation deinuided a issue of idgah property, however, it has to 
petoon of land from the idgah to broadoi be seen and analy^ in a differ^ context 
die main road. This was also refused till the and fnmewotk. Broadly there are three 
katha was transferred to Jayanagar Muslims parties involved in this conflict: Muslims, 
ind a luitaUc compensation was given to thecotporationaiidtlieHindusofJayanagar. 
them. “Jayanagar Muslims were prepared to Htnuew, one can ask multiple questions 


astowhythetwogfOtipaofMuilidiacInlied 
overapieceoflandTWIiatwdKthelrullerior 
motives? How tUd the riot Uow itadf out 
within 36 hours? What was the Interest that 
the Hindus had in the piece of land? 

Inrecent yeas threeott^oiiesofMudiim 
have emerged from within, other than Ug 
chunk of populaion still living in al^ 
poverty, backwaidneu and illitency. 'These 
three categories are: communitarian 
constructionists, neo-comimmitarians and 
cultufists. In between these three categories 
there are coniensualists who oicillae 
between communitarian constructionists and 
neo-communitarians. In the former case of 
communitarian constructionists two specific 
categories can be included, mainly maul vis/ 
imams or clergy and the polUiciiI leaden. 
The main features of these categories are tha 
they would construct communily or Muslim 
ide^ty in relations to the state or to othen; 
they construct Muslims as a single category 
so as to use them as bargaining chip with 
the Indian state and its diflerent structures: 
while detailing Muslim identity they pose 
such questions as ‘rights’ or ‘denial of 
freedom’; often their negotiations are more 
for political mileage than for social 
reconstrution of Muslims from within; this 
category perpetuates the notion of ‘abstract 
threat' from outside and finally they are 
hardly concerned about such issues as gender, 
equality, social exploitation, etc. 

The cultural constructionists on the other 
hand has emerged during the middle of 
1980s, specifically in Karnataka, and that 
they can be seen more in literary circle than 
in theatres, cinemas or sports. They are the 
new intellectuals in/of the community who 
not only wrote in Kannada but they analysed 
the internal complexities of the society, 
challenged the gender hegemony, sexual 
exploitation and the grip of priestly class 
(notables among them are Sara Abbobakka, 
Boluvar Mohammed Kunhi, Fakir 
Mohammed Katpadi, Rasheed, Ramdan 
Durga, Banu Musthaq, B M HaneeO. 
Although there were culturists even during 
1960s and 1970s (for examine, K S Niisar 
Ahmed, M Akba Ali, B M Sanadi) they 
were romanticists in their aiguments and 
discourses. 'Their coniribution cannot be 
dismissed, especially their contributions 
towards enriching Kannada literature and 
culture. However, new culturists are difTerem 
in the sense tha they are addressing the 
issues from within the civil society and tlut 
they are not bothered about negotiating with 
the Indian state for ‘Muslim rights’. At the 
same time theirs was not an agenda of 
providing an alternative culture, ndther to 
counterpose Muslim culture vis-a-vis non- 
Muslim one but to redefine social relations 
within the cultural framework of Islam. They 
would not construe the concept of “abstract 
tiuea from outside”, rather they poOt the 
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frttin wKUb: finrily. 

iMdMHit’.aadtendar. FIiudiytlMilre«ttunI 
ttgmnmti an cxpraued tn the Horn of 
texbial liunbra tuch at novdi, poemi. 
iboftnoriea. However, cultuialiiu atcoften 
accuied of being apologliu of faicUt or 
rlghtlit ideologic. Thi* ii became iheir 
Hteratureiiuiedaiid quotedbythe righdui 
to build a can againit Muilim funda- 
meiitaliiin in India. It it in thii context that 
no dialogue it developing between 
culturalitU and the comnuinitarianists. It it 
ob vioui thin they had no itakc in predpitatii^ 
communal violence or any form of violence. 

Ascendency of neo-communitarianists it 
marked by the decline of communitarian 
conittuctioniju’appeal amongtheMiulimt. 
In fact, uptil I970t and 1980s it was the 
clergy that comolled Muilim masses and 
thereby the property of mosques. In the 
absence of any hierarchical system in Islam 
especially after the dissolution of khalifait 
the power centres among Muslims have 
dispersed to localities. I n the absence of tuch 
a centrality local clergy or the clergy 
belonging tolocaliiy are easily able tocontrol 
the masses by giving dennite meaning to the 
community, challenging or seeking a new 
agenda for Muslims in political structures 
a^or advocating a particular value system 
for the Muslims. The clergies are anti- 
progressive and at the same time not prepared 
to bring about a comprehensive change in 
the cultural framewmk of the Muslims. All 
these things they were able to do with much 
case when they were presiding over a mass 
of population totally ignorant, economically 
and ^ucationally backward and illiterate. 
The clergy was never questioned for the 
misuse of fatwa or the strictures. The faiwa 
of 1977 to support the Janata Party is the 
classic case of use of fatwa for political 
reasons. A similar thing happened in 
Kamatakaalso. During 1980s a stricture was 
passed against watching movies by women 
in north Karnataka. The polilicdkadership 
that emerged simultaneously wimihe clergy 
not only established a nexus with the clergy, 
but that it used community as a bargaining 
chip vu-o-vsf the stale and political apparatus. 
The famous Shah Bano case, and the 
subsequent Babri iiiasjid issue provided them 
the required legitimacy to comrol the masses 
of Muslims. It often constructed community 
in terms of political tights and freedom. It 
is no exaggeration that it kept the pheno¬ 
menon of an 'abstract threat' from outside 
perpetually alive. The best instance is the 
role that this particular category played in 
inciting 'story riot' in 1986 in Kainataka. 
A regional English tiewspaper which is 
basically centrist in its approach had 
published a short story casrtgiiting the name 
of prophet. This riot broke out when a small 
time poll tician, now a member of parliament, 
incit^. Muslims about the story. What 
followed was mayhem: latge-scale looting, 
rioting and mass deitniction of property. 
Mote than 20 people were killed in police 


(Miii hi wMcft mqiotiiy of them were 
Uliteraiesaodthoee wfaohadno knowledge 
of thecooteot oflfae Moiy pubHibed by the 
Bangalan newspaper. 

In recant years a variety of neo- 
commimltarians have emeiged from within 
the Muslim community, thanks to the 
Indian state: burineumen, shop-owners, 
lawyers, englneen, cloth merchants, iron 
scrap merdianti, quany dealeri. gas agents, 
contractors, oil merchants, real estate 
busineasmen, hotelien, etc. Fbr them pro¬ 
perty of any variety - land, shares, real estate 
- have become all the more importam aa the 
property not only gives them ■ sense of 
social power it thmby strengthens their base 
from withia In addition It provides them 
the legilimacy to n^otiaie with the state 
and the political appatmus. Another feature 
of this category it that they are arguing and 
defending a civil society which is both open 
and closed; the former is in the sense of 
appropriating modern values or materials 
like TV. pagers, telephones, cars, etc. On the 
other th^ me'closed'in the sense that they 
are socially, conservatives - they will send 
their children to weslem/tnodern schools at 
the same time they practice all the social 
conservative values at home. This is the 
paradox of this category. Their prosperity 
is largely derived fnmi the market and 
thereby they are markei-oriemed - local to 
larger market At the same lime they know 
very well that propeity is very essential to 
assert and to enter the market sphere. This 
category however.isundergoingtiemendous 
stress these days withtheopeningupoflocal 
market to intmational market and the 
competition from within and without. 

Here lies the crux of contradiction and 
also the reasoiu for the Bangalore riot. In 
other words, increasing stress, competition, 
matketisaiion of economy and the internal 
contradictions withinthese ca t egories created 
the conditions for Bangalore riots to take 
place. Disputeoveridgah propeity combined 
all these contradictions and the stress. This 
can be seen in the way nco-communitarians 
have taken over the control of mosque and 
the idgah. The members including the sadr 
(president) - a retired person, all belonging 
to, and carry on mk or the other business. 
One is a cloth merchant, another is a big 
businessman, and another owns shop" says 
the secretary of mosque in Jayanagar. Similar 
is the ease in Basavanagudi and elsewhere 
in Karnataka. A variety of businessmen - 
contracton, ageitts, real estate owners, scrap 
agents, quarry dealers are controlling the 
mosques these days. For them hold over 
property is both essential and desirable - it 
it essential because it gives them the 
legitimacy over the community, it is desinUe 
because it brings them prosperity. Similar 
is the case in Bangalore. Any cortrtd over 
the idgah land would not only help them in 
controlling the masses but also help them 
to enter ie larger maikeL In fact land in 
Jayanagar has become most expensive one 
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after the maaahaa enetiikwi In 197Qs.'nnt 
is the reason why evetybody w« after the 
property-neo-comm u n l tatiaiit and rightists. 
The latter thought that once the property is 
tsken over by the corporation they can 
establish their hold over the profwity. 
Therefore they joined Basavanagudi MusUms 
in attacking tl» mosque. Their presence was 
apparent in the damage caused to the 
makeshift mosque. One can see neatly 140 
mariu where iron rods - pierced or hit it 
This incident however reminds one of the 
incidents of HubU idgah in 1993 wherein 
rightist tried uiisuccessfiilly to hoist the flag 
inthe Idgah. Here too the paramount interest 
cenued around the Idgah property and the 
shopping complex. In Jayanagar there is a 
proposal to construct shoppiiig complex. In 
HuMialsoit was the contrachetions within 
neo-communitarian categories/classes that 
sparked the coiuroveny. However, the issue 
of Hubli Idgah was solved without ieltiiig 
too much blood and becoming an issue of 
everyday confrcmtaiion between Hindus and 
Muslims. It is amazing to see why the riot 
in Bangalore restricted to certain selected 
pockets and never became a thorough 
communal riot. Secondly, why tins riot blew 
out within 36 bouts unlike the communal 
riots taking place dsewhere in India wherein 
it is a recurring pheiMmeiion running for 
several days. In fact Karnataka, except in 
recent years, has witnessed very few 
communal riots in history. The first 
communal riot broke out in 1929 [Sadanatida 
1993] in Bangalore centring around the issue 
of Cianesh festival.The comminee constituted 
then under Sir Vishveshwaniah however, 
saw the sinisterdesignofbrahminicalgioups 
to divide non-brahmin movement. There are 
two importam reasons why few communal 
riots to bfidce out in Karnaiaka: historical 
artd political expediency and prevalence of 
syncretic culture. 

Islam was iotrodwed to KaniaUks nuich 
earlier to the expansionist policy of Malik 
Kafor. But as a political ideology it war 
introduced in 1320 AD when Malik Kafor 
wok over Dore Sairaidra, the capittd of 
Hoysalas. There is en iniciestiiig story about 
how the marriage was used at a means to 
develop harmonious iclaiicins (Naqfundayya 
1931]. 'There is a story that the Suhan’i 
daughter fell in love with the king from the 
reports of valour, and t hreater ted to kill 
herseir unless marriedlo him. Eventually bis 
sword was sent as his representative with a 
due escort, and to that the princess was 
formally wedded and joined theking”.Duiing 
Vijayanagsrperiodooeof the kings married 
off Ids daughter to a Muslim genenl. The 
two Muslim nileis-Tippu Sultan and Hyder 
AH - were generous enough to donate or 
give 'umbaltit' to the famous Nargunda 
Swamy tempiemxlto Sringcri SluradaPeeto 
-the litter is ooe of the temples constructed 
bjrfamous Shankarschaiya. Siiraagaieuipie 
in the middle of their fort in SiiriBgapmaa 
is the standiiig testimony to their poUticai 
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cxpedicriL'y and (olerance. The old princely 
!>tn(c of My.sorc was also not far b^ind in 
this matin’; it allowed the operations of 
number ot Muslim associations |Singh 
IOO|i|, gave separate representations in 
inunicipulitie.s, local boards, provided 
reservations in educational institutions, 
etc This histoncal political expediency is 
retained even during the post colonial 
period This is one of the reasons why 
Karnataka Muslims never fell alienated 
!Vom the political structures, unlike in the 
nortlicin parts of India including at the 
central level. 

Most important thing however, is the 
syncretic culture and its formation over the 
yeuis in Karnataka. The famous Sufi saints 
Cleared ii licahng tradition in Karnataka on 
the one hand and folk poets .spread the 
message ot eommunal harmony on theother. 
In the case of folk poets Shisunala Sharifa 
sttinds unique in the folk literary circle. He 
was an adhvaitist, invoked simultaneously 
'Allah and Shiva'. In fact, inmiith Karnataka 
contnhiiiioii of Muslim folk poets for the 
vViKrciic r uliure stood .second to lingayats. 
However, iiio.st important is the significance 
attached to sufi saints ‘darghas’ in everyday 
litc.Bahu BtidanCiiriinChickmagalur, Syed 
Madani m I'llal. Kwaja Bande Nawaz in 
Giilharga. Santa Peer in Mysore, Sydani 
Bihi III Mangatore, Hazralh Syed Tajuddin 
Uaghcshwiir in Bidar, Ahmed Shah Vali in 
Dharwad Syed Alam Hu.ssain Ali in Rakhur 
arcsomrof ihcimponant ‘darghas' venerated 
both by Muslims Wl Hindus. There is another 
w ay the syncretic culture is forged. In a place 
1 1 K c Mill ki. near M anglore, a temple is named 
.ifter a Mopilla-Bappa Baity. Here annual 
fcsiivaf begins after taking the consent of 
Bappa Rairy's family. Same is the case in 
Kajur-,a place in Pakshina Kannada, wherein 
annual Hooia’ “festival begins with the 
consent of a particular Muslim family. On 
the other Suvalagi pccta in Bcigaum has 
liccomc one of the most important places for 
Muslims, although it is slightly Hindu 
oriented. These syncretic cultures have been 
rctiuncd and they have acted as hcitling 
imdiiions over the years. These have pre¬ 
vented recurring of communal riots in 
Karnataka. 

Now the question is what kind of rule will 
the market - local and larger - play either 
m accentuating or minimising the communal 
nuts in Karnataka. Bangalore, these days, 
has emerged as one of the important centres 
of national and international capital and that 
i.s now called the ‘Silicon City' of India. It 
has now opened up. and has linked the local 
market with that of the largcr/intemational 
market In other words it has opened up 
avenues lor every category of population to 
enter larger market in different forms and 
thereby links the population beyond the 
frontiers ot ethnicity, region, class, geixier, 
caste and communities. A scrapmcrchant for 
example no more confines his activities to 
Bangalore alone, rather hiseconomy is linked 


to such far off ptaoes as Mombti, DdU, 
Cukutta, even Italy, or other countries. In 
this process he links multiple number of 
people: from an onlinaiy scrapper collecting 
residues at locality to bigindiutrialiits living 
in svestem world. Thm is no particular 
boundmy for a man entering larger mvketa. 
It is here that everybody wants to be in 
maiket. For that property is a must. Any 
communal conflici will have a spill over 
effect on the economy of indivit^s and 
thereby restrict or limit the participation of 
individuals in the laiger market, liiis is the 
reason why everybody wants to avoid 
communaJ or caste riot. This can be sem 
even in the recent Bangalore riot, especially 
the way the riot was over within 36 hours 
of eruption. In fact, the riot was confined 
tothoselocalitiesof Bangalore where market- 
operations are limited to local areas, deqiite 
the best efforts of the rightists to convert 
the riot into a thorough communal riot in 
Bangalore. Will the same trend remain 


THE centra] government concluded its 
second round of negotiations with its 
employees in September and soon after 
announced accqrtance of practically all the 
major demands of the employees. The 
negotiations of the representatives of the 
employees with thegroupof ministen created 
a sort of history and should go down in the 
Guinness Book of Records as the one in 
which the ministers negotiated not as 
ministers but as (former?) leaders of 
employees’ associations and trade unions. 
This was a classic case of identity crisis. As 
a result, the finatKial burden on the central 
government has gone up by a staggering 
amount of over R$ 7,OOQ as compared with 
the budget estimates for the current year. 
There is hardly any parallel to this riscal 
profligacy in the last SO years since 
independence. Itisfitrtherinter^ngtonote 
that this has been a total one-way traffic. The 
employees have not conceded a single point 
which could have cushioned this sho^ by 
any of the measures such as non-filUng up 
of vacant posts, phased reduction in the 
number of employees, reduction in holidays 
and casual leave, doing away with overtime 
allowance, and so on. There was no 'give 
and take’ in these negotiationf. It was an 
abject surrender in the face of a threat of a 
cououywide strike of central govenunera 
eitgdoyees. 


throughoiit Karoaodcaestmially those areaa 
wherein die maiket is sp^fic to local areas? 
Will the laiger market or the marfcetisatioii 
of economy destroy thecommunalideotiliet? 
What kind of role will the issue of property 
play in the future comimmal riots? Finally, 
will Karnataka remain apeacellil, harmonious 
state with the syncretic culture acting u 
‘healing tradittons’? These are some of the 
questions that the communities have to 
answer in the context of Bangalore riot 
[My thanlu are due to D R Nagaraj, Baiheer 
Houain, Rafeek, and Miiu and an unknown 
police sub-inspector]. 
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It is interesting to see that, based on past 
precedents, the ministry of finance had built 
into its forecast submitted to the Tenth 
Finance Commission for the period 1995- 
2000 an additiortal requirement of only 
Rs 19,926 crore in anticipation of the 
expected recommendations of the Fifth Pay i 
Commission. Ascanbeseen, Ihermalburden 
is several times higher than this figure. 

A number of issues of long-term signi¬ 
ficance arisefrom this farce’ of pay revision. 
First, a question needs to be raised about 
the very methodology and procedure for pay ' 

revision of government employees. The pay 
commission was presided over by a retired 
judge of the Supreme Court, and had, as its 
members, a respected and renowned econo¬ 
mist and a senior civil servant. If the report 
of such a high-level commiuion is to be 
treated in such a cavalier fashion, why appoint 
a pay commission at all? In future, before 
accepting membership of such a commission, 
the persons approached for the purpose 
should seriously ask themselves the question 
whether this ‘labour of love’ is worth the 
effort at all. Seriwuf, the composition of the 
commission ought to be more broad-based 
than was the case with the Iasi commission. 
Third, the terms of reference ought to be 
drafted much more carefully than In the past. 

The capacity of the central govenuneni to 
pay and what proportion of its total 


Pay Revision: High Cost of Total 
Surrender 

Madbav Godbole 

The centre’s reckless decisions on pay revision, of course, spell havoc 
for the central and state governments' finances. The farce of the pay 
revision also raises a number of other issues of long-term 
significance. 
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JM^j^liMII^Bid w^jp^ otarixtr 
c^ i |Wi i ifirp ij f«^ »^ 

; d(W)0d«iAe«Mciai««9^^ 

« ca aw i iw io i i, fifurA, the rnfAnym of 
nilwqw, poit wd teleoomnMiiiiuikMi, at 
alM(tafowpioductioawidatakiiigi«^ 
ioteMgn«Ma« to ibapay leviuon emdae 
aitotodtopayicvtooBoiigtotobecomideDMl 
acfantoly. Fifth, Ac pay ammiluiaa nwit 
be <aa rtn g iil i l Ni firam ao admtoUtrati.ve 
lebnu coButon to o. Though the two art 
iimtoticaHy to H n alated, the iuuet have to 
be nwinriwid todepcatkntly. It U togh tiine 
acampidieBtivevtowistakeoonexamiotog 
the rote of the govenunent dt'Aovo, keefHog 
tovtowthemoeiiUhnMtonecoiioiiiiclibefw- 
liaatton. tocnateng rote of the private sector 
aiidaoon.Sutb,tbebuatoeHoftbegovein- 
meat it becoming far too laige and complex 
. day by day. ItiinolongeraqueMloaofthe 
ceotre alone Mewing in it* own juice. Any 
ad boc dediiont on a large Umic such at pay 
revuMRyceobyaceotralgroupofminiMas, 
onputelypolilit^cmisidenaioniand keeping 
before than vote*bank politics as the sole 
determinant, can create enormous probtenu, 
not only for the centre but also for the state 
governments, panchayat ny inuitutions, 
urban local-self government institutioiu, 
publicsactorundeitakings(PSUt)ofthe state 
governments and so on. In fact, the decisions 
of the centre will now sa in motion a chain 
reaction in all these institutions. Seven/A, the 
periods oftbepayconunisskmandihe finance 
commissions do not aeceisarily coincide. 
The terms of reference of the Tenth Finance 
Commission did not require it to take note 
of the likely impact of the fmandal burden 
of the pay revi^ of the cemral and state 
government employees. The Tenth Ftoance 
Commission confined itself to merely 
observing that “if any pay revision takes 
place in the forecast period, additional re- 
sources will have to be raised to mea the fresh 
UabiUty’’. Btenul truths indeedi In view of 
the large and overrichng implicalioDS of the 
pay revision for employees, it is imperative 
tluii the finance commission it aaked to take 
note, howsoever tentative it may be. of the 
likely impact of the pay revision on the 
financesofthecentreandlhettates.Olha- 
wite. as in the case of thcTemh Hnance Com¬ 
mission, the forecasts of expenditure, both 
of the centre and the statei as finalised by 
the commitsiofl, become totally oiM of date. 

in this context, it would bo worthwhile to 
invite attetuion to the observations of the 
Amnaf ffeporr of the Reserve Bank of India 
for 1996-97. The report points out that 
structunl unbalances inthe expenditures of 
the state governments have continued. 
RevenneexpenditurBSonnciHlevelopiiKaM 
heads isexpected to rise by about 30 pa cent, 
in 1997-98,3.2 pa cent hifba than in 1996« 
97,wilbtoteteMpoynHntiin(laitoitoiitialive 
servtees accountiiig for ova60 pa ccat of 
tbe tMial increaie in nveane wpmdtoire, 
Tim iqm also biiiigs out the detertoottog, 
fl iwnr fi l rno ft i rinn o f 



are dear;, niytojliei rwi'iiSlia iwininir ddq; 

touted texT i^pjitewi^'liisiiteiiii d mi lOi. 
eolmMQt, tosKteMMdiaelMnp 
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As nwchas 7t.pace««fltmaBvciiae of 
BMC ia spmil'Oiiaalarias and wagosi. This 

in the next few yvma. TMs is agmast the 
jiiiriwiiw of Iha State govenmaenl dmt not 
mesa thaM42^cn(of the sevesam should 
be spent by the aamiiripal bodies oa 


Tbe report of the Nahoaal Insttowe of 
Public Btoance and FoBcy ea ifnartgamaaf 
qfnsUieFiMBmasto/toaMlPdWMVlSSa) 


-'fa pate^ VIA pa ceot pa yea. During 
. dmiaanm period* as tbe net esqployiiieat in 
OB the avenfB increased te the 
of 2,4 pa ceot amaally,-increase in tbe 
per etnployw worked out to 
13,2pa ccat to nomtoal terms and almost 
7 patent to red terms. Co m penseikm to 
laaplnyeei to 1992-93 formed ova 58 pa 
eent of tbe total revenue exjmndiuire. 
catodtottoteccat paymetns. 

AaUmtepoitoftheTeathFinanceCoia- 
wiissiciabriBginiit.hsiiVlooihecoinpatisoa 
of dm niBfdumrnts at the mid^iotot of dm 
_ -jadatamniaad maximum basic pay acate tor 
aid'^ onnpanibfe categories of dm ooare and dm 
stasesooB March 31,1993, the saiartea of 
dmsaiegpvenunanemptoyces werehliha 
dwa dim of tbe comparable central 
govenamot employees in Pupiab, Haiymtf. 
Hinmebal Pmd^ Mieoram and Tripura 
■-1 to the. uofUfUdDsblB in 

' Which tbe states and dm oenlre are pbmed 
as arasultof the teckkas decisions of dm 
centre on pay revision, one caonot but recall 
Ibcli^torttrf the Cacmitue of the National 
Development Council on Aiuurity (July 
1992), unda the chairmanshm of Bijn 
Patnalk, tbe then chief minister of Othsa. 
Urn committee had rightly emphasised that 
if i^betive measures were to be taken by all 
the stiles and the centre to contain growth 
of. expenditure and to increase reveanes. 
itoaa should be endoised by a fonun fflee 
>thO'NMiBnil Devdopaoent Councii (NDC). 
'Urn committee made compiciwasiw mnl 
frv-rcaebtog lecommeadatioos on a nusaba 
of vital isMirs to bring the fiscal system bade 
to the hateuBb These included dm following 
pettnintog to thostfoiect unda dtscuasioa: 
(a) Baa period of one yea, there shoaid 
be no fiiitfaa retease of additional dc am esi 
aHowanee (DA), both M the centre and the 
stales. The DA formula should also be le- 
rxanmmd Tbe initiative in this regard moat 
be taken by the centre since tbe state 
povenunents follow dm central patten. The 
policy fdating to DA should also cova 
public aactor undertakiugs at well as 
otginiMd pfivtee sector, (b) There should 
be no pay revisioa in govanmeni durtog 
tUs period, (c) There should be a naiioaal 
wagrawlinmmffCmdudingdlvidaid) policy, 
(d) No bonu sboaM be paid to governnmnt 
servants, (e) There should be no enc as h m ent 
of suoaadered canmd leave, except at the 
dam of superaimuition. (f) Leave travel 
coocesaioax oUmt than brnne travel also 
should be discontinued. 

Theceatnl government obviously hiu its 
nerve on getting tbe report. There was no 
poM d c i l wiil to even put up there recon- 
amndadmistoiheNDC for widadeboeand 
dittetmion; As a resuh. dm report wax con- 
llpiadtodmaicluvea. la ttoaeaqf roalitioB 
gByaaHmMsaMi poUticte iastifeitity, there 
toms Btoiilwnrt oft 
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How Polluted Is Ahmedabad City? 
Environmental Risk Assessment 

CNRay 


An assessment of environmental risk in Ahmedabad city, using 
innovative new methods, shows that environmental problems are 
beginning to pose a high risk to the health of its citizens and 
appropriate measures need to be taken, in terms of planning future 
urban growth, if the situation is not to deteriorate. 


AHMEDABAD is not a seveiely polluted 
city compared to other cities of Gujarat or 
in India for that matter. However, the city’s 
function and growth is constantly putting 
piessuieon an already burdened environment 
and infrastructure. There are several problems 
which pose signiRcant health risks. If the 
present trend of growth continues, these 
problems will also grow and are likely to 
result in severe degradation of the city's 
environment, with serious consequences 
for the health and quality of life of its 
ciRzens. 

Most approaches used to assess 
environmental problems focus on their 
general impact; perhaps the commonest of 
all is to measure the degree to which each 
problem violates national or international 
environmental standards. It does not focus 
very specifically on the ultimate impact 
caused by pollut^ environmenL Neither do 
they attempt any prioritisation of the 
problems for effect! ve management purposes. 
In sharp contrast to these approaches, 
comparative risk analysis deals with the 
ultimate impact of the problems. The basic 
purpose of comparative risk assessment 
(CRA) is that environmental problems can 
best be judged by thedegree of impact which 
they have on he^th.ccology and the general 
qu^ity ot life. Such comparative assessment 
will help in developing environmental 
nunagemem plans tlw would reduce the 
degree of threat. The term ‘risk’ in this sense, 
encompasses the probability of occurrence, 
magnitude and severity of these impacts. 

In this study we have focused on human 
health risks. The environmental problems 
covered in this study are; (i) Air pollution, 
ambient air quality with its monitored 
parameters like sulphur dioxide (So,), 
nitrogen oxide (NOX), suspended particulate 
matter (SPM) and cvbon monoxide (CO). 
Pollution from mobile sources and indoor 
air pollution caused by the use of traditional 
‘chullah* by people living in slums and 
(ii) water pollution, effect of drinking woto-, 
sanitation and drainage water, industrial and 
domestic waste discharge in river Sabarmati. 

The specific analytical approach can be 
explain^ i n fi ve stages: (a) source generates 
pollution.'Ihe amount (rfpoUulantt generated 


depends on characteriitics of the source and 
fuel used, etc, (b) pollutants are emitted or 
discharged into environment, (c) pollutants 
undergo chemical or physical processes in 
the environment resulting in ambient 
concentration, (d) people are exposed to 
pollutants. Ihe degree of exposure depends 
on where people are located and how they 
interact with environment, (e) exposure 
impact on health. For many pollutants, 
clinical, epidemiological and toxicological 
studies provided an understanding of the 
adverse effects of exposure as well as 
underlying dose>responsc relationship.' 

The study focus is on Ahmedabad city 
consisting Ahmedabad Municipal 
Corporation (AMQ and some western part 
of Ahmedabad Urban Development 
Authority (AUDA), We have analysed Ihe 
environmental health risks regardless of the 
source of pollutants that give rise to the 
problems. Ihis includes risks imported into 
Ahmedabad and excludes risks exported Rom 
Ahmedabad (i e, downstream effects from 
Sabarmati river carrying waste water 
effluents). Although, the study area is large 
with widely varied condition including 
income groups, infrastructure facilities and 
landuse the final analysis is for an average 
individual lives in this city. Rating oi risks 
requires comparing a wide variety ot .tealth 
effect that differ in occurrence and severity.’ 

AmsiCnt Am Quality 

The existing ambient air quality in many 
citiesismuchhigher than that of the standards, 
with particulate concentrations being 
alarmingly high. The same holds true for the 
city of Ahmedabad. Five monitoring stations 
in the study area, provide a base to assess 
the air quality in the city. These monitoring 


stations are located in areas of diffieterit 
activity like industrial area, commsicia] and 
residential. Data shows that ambient 
concentration of SO, and NOX are far below 
the standards, wheiw SPM is higher than 
the national ambletit air quality standards 
(NAAQS) in all the locations. Particulate 
leveb have been found to be higher even 
way back in 198(>s. The daily emission load 
of pollutants is approximately 380 tonnes 
of which particulate are 62 per cent and 
sulphur arid nitrogen oxides make up for 
approximately 19 per cent each. 

The route of exposure to the prevailing 
ambient air concentration of different 
pollutants is by direct inhalation through the 
respiratory route. It results in maximum 
respiratory ailment of minor and severe ki nd. 
Considering the fact that, oxide of sulphur 
and nitrogen are fsr bdow the SMQ 
standard, exposure due to excessively high 
prevailing concentration of particulates is 
the most important. The high levels of 
particulates in ambient air, result in higher 
levels of respirable particulate matter (RPM) 
of size less than 10 micro-meter which is 
ultimately responsible for respiratory 
illnesses. 

The basic reasons for comparing the RPM 
levels with standards meant for re.sidcntiai 
areas lies in the fact that the health impact 
has to be assessed on human health. The 
estimate of health hazard is made for RPM 
levels in ambient air to calculate the modality, 
restricted activity days and workdays lost. 
The data (Table 1) show that RPM level was 
110 to 125 microgram/M3 more than Ihe 
standard. It is estimated that the total 
individual at risk is to be 27,99,568 which 
is nearly 90 per cent of the city's population. 
The total increased modality Rgurc comes 
to about 233 deaths annually with 44,16,991 
workdays loss and 85,90,287 restricted 
activity days (Table2).'Con sidering working 
population of the city, workdays lost per 
working population accounts to be nearly 5 
days per capita annually and restricted activity 
days as 10 days per capita annually. Ba.sed 
on this estimate the score for probability of 
occurrence and the severity score were 3 and 
4 an overall score of 7 has been given. 

Emissions from mobile sources create air 
pollution and also various health problems 
in the city. Vehicles moving on major 
transpodation routes not only expose the 
people moving on but also in surrounding 


Table I : Concentiiation of RPM (1990) 


Monitoring Statioa 


Ambient SPM 

RPM* 

STD** 

Populanon 

Exposed 

Narol 


357 

124.95 

60 

355692 

L 0 Engtoeering CoHegc 

> 

304 

71.40 

60 

416313 

Shmlatam Hospital 


326 

114.10 

60 

603732 

Naroda 


232 

81.20 

60 

643701 

Ssbatmali 


329 

115.15 

60 

780130 


* It is asMmed that 35 per ecu of SPM is RPM. 
** NAA<}S for RPM in iwideniial aad raral area. 
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•rats, lliit pivblem beoomet mom Mcuts 
to flow moving and congested traffic 
eipecially in old city area and m^or 
traniportation routes. In winter it result in 
a visibility problem with haziness. A study 
by NlOH 11979) of air rpiaJity on major 

trampon routes and trafflcjunction indicated 
dial 85 to 95 per cent of hourly observation 
of carbon monoxide (CO) concentration is 
more dian 9.0 ppm at tragic junctions. It was 
also found that lead, NOX are also more than 
the standard. 

A test of vehicular exhaust conducted by 
croc in May i 993 on 2,3 and 4 wheelers, 
it was found that 65 per cent of two wheelers, 
55 per cent of 3 wheelers aitd 70 per cent 
of four wheelers had emission above 
permissible standards for both carbon 
monoxide and hydro carbon, in 1995 the 
School of Planning conducted a test of 300 
vehicles it was found that 55 per cent two 
wheelers, 68 per cent three wIiMlers and 66 
per cent of four wheelers were exceeding the 
limit of carbon monoxide. It is also estimated 
that more than 200 tonnes of pollutants have 
been emitted from the mobile sources. 
Another problem adding to transport 
emissions is the use of kerosene in auto- 
riekshaw. These vehicles contribute to nearly 
four times the emission from petrol using 
autos, compounding the problem. It is 
practised by more than SO per cent of the 
autmickshaws in the city. 

The major route of exposure lo the 
prevailing ambient air concentration of 
different pollutants by mobile source is by 
direct inhdaiion through the respiratory route, 
resulting in respiratory ailment. The level of 
exposure to CO. HC and NOX at 30 ml and 
I SO mt, on either side of the road on l9major 
traffic routes at actual observed speed has 
been calculated. Considering the ci ght hourly 
average standard for CO to be 9 ppm 
(according to USEPA) it is found that nearly 
.52-63 per cent of routes CO standards ate 
exceed^ by neatly 6.7 to 65 per cent. Using 
NOX stand aid of I (X) mterognun/M, (annual 
mean) it is found that in 63 percent of routes 
the standard is exceeded by 2.56 times. 

Ba.sed on the traffic pattern it is estimaied 
thataboutZI per cent oftheclty'spopulation 
live in close proximity of the major transport 
routes (30.150 mt) and hence exposed to 
emission levels of the most severe 
consequences. Considering the fact that the 
impact due to vehicular emission are of severe 
kiiid a very high score is given to the issue. 
The excessive growth tale of vehicles reflect 
the concern for almost all the citizens in 
Ahmedabad. Considering these fiansthc score 
of probability of occurrence and the severity 
score is given as 4 and 4 with an overall 
score of 8. 

In urban area the poorer section of 
population use biomass as a cooking fuel for 
domestic needs. In Ahmedahad about 41 per 
cent of the total population lives in slums 


■lul chawli. Ooawarni (1994) asdiiiaied that 
about fadch hooaelioMi uw aneli type of 
fuel. The envIroiMneiNal poUem becomes 
severe because of poor v^Mon. It Is also 
observed that wotnen and chUdren are more 
affected by indoor air pollution as they remain 
very dose tocookiiig places. Polliitanttbdng 
air borne it reiulU in respiritoty problems 
along with direct exposure on eyes. 

With a population of 13 lakh living in low 
income areas, the actual population at risk 
are thecoofcs who are women folk, etpedally 
in the age group of 14-60 years. From the 
census repmt it was estimated to be 3,68.539 
females. As also young female children are 
found to be mainly inthe house, it iseadmated 
that 2,07,303 are exposed to indoor air 
pollution. Hence, it Is found that about 17 
per cent of the total population are exposed 
to health impact due to indoor air pollution 
with the fact that all exposed are at risk are 
female and children with already improved 
and undernourished health status the 
probability of effect score is given as 4 and 
3 for severity of effect, with the overali score 
being 7. 

Watex Quality 

About 55 per cent of the city area is 
connected with the centralised trunk pi peline 
with proposed network envisaged for the 
future in the eastern peripheral area, which 
draws water currently from the tube wells. 
The present capacity of water supply is 141 
It per capita per day average. Mjtjor sources 
of water supply is tte ground water with tube 
wells comributing to 58 per cent of the daily 
demand and 26 per cent supplied by radid 
wells and oniy 16 per cent is from surface 
water sources. 

In general, the quality of drinking water 
is good as indicated by water sampling tests 


of central labontory ofite AMCThe eenml 
lab regularty tests the iwaier sample both at 
the source and at tbe end-user points. 
Giemical and bacteri (logical tests at source 
of supply indicatfriMgllgiUe contamiiiation 
of tb^ 1.5 peroeia of the samples. However, 
at the consumer end it intll rates a higher 
incidence of contamiiuaioa at the rate of 
5-8 per cent of tbe samites. The isn|de 
tated represent the entire AMC area served 
by water supply system and hence tbe 
entire populnioo is at risks at any given 
time (T)kble 3). 

The faecal contamination at end user point 
indicates the level of contamhution sarnpies 
to be nearly 5-8 per cent, which is 30 per 
cent higher than samples at souiee. The 
maximum incidence of contamination is 
around monsoon with higher degree of MPN 
values in post-monsoon. Most of these 
samples are from east, central, south zone 
and north zone. The waterborne disease 
patiein (collected iiom the health department 
of AMC) also show a positive relation in 
terms of incidence rate. In addition to 
bacteriological and faecal contamintf km. in 
some parts of western periphery tndkaie 
higher concemrationofchloride.magnetium 
and alkalinity innuiges higher than desirable 
levels. In many of these places, flonride 
conceitiration is near lo permissible levds, 
with resultants probability ofdental nuofide. 

Waste water disposal is still a major 
problem in the city as many areas are not 
served by the central system. As the treatmem 
plants are not working property a large 
quantity of umreaied water Is disposed into 
the river. The quality of river waicrii sieaifily 
seen to be detoikmuing as it flows through 
the city. In addition to domestic sewage, 
eastern part has three nutjor industrial estatos 
of Naroda, Odhav and Vsrva. These estates 


Tasle 2; Rhk CALOAAnoN poa SIWI Level in AMSiei«T An Quauty 


Monitoring Station 

Total 

Population 

Reairidcd 

Activity 

Work Days 
Lost 

Deaths 

Narol 

355692 

1693852 

8'»0952 

46 

L D Engineerini College 

416313 

347974,’ 

178923 

9 

Shardabon Hoapilal 

603732 

2394770 

I23I353 

65 

Nanxla 

642801 

999159.5 

SI 3752.2 

27 

Soharnuti 

780130 

31545.32.1 

1622011.19 

86 

Total 

2798668 

8590288 

4416991 

233 


Taile .3; Wats* Quality Momtomno Rasutn 




1992 



1993 



Pre- 

Moiuoon 

Monsoon 

Pott 

Monsoon 

Pre- 

Monocm 

Mooaoou 

Post 

MoaioM 

Source Point 
.Sample tested 

535 

461 

319 

1190 

626 

412 

Sample positive 

9 

9 

Nil 

13 

11 

4 

Average percentage 

1.7 

2 

- 

l.l 

1.8 

0.97. 

User folni 

Sample tested 

3526 

2749 

177 

952 

1258 

X 

3449 

Sample posilive 

259 

132 

IS 

60 

III 

172 

Avetage petceiHage 

7.5 

5 

8.5 

6.3 

8.8 

5.0 


SmtKt: AMC Central Lab. 
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generate iaigeqiuMity ofinduib ill cAbeutf 
ideated into irrigation canal. However, ihd 
main pollution load flndi iu way into iMer 
Sabannati and people living downtteam; 
out of city limit, are affected by it 
Sccondaiy data regarding diteM iMBem 
ihowt that cates and detfha doe to gaatio- 
enteritis are followed by vital hepatitis. 
However, the trend indicates deenaiiilg lato 
of cases and mortality over the year s to ' att 
waterborne diseases. Coasiderbvitf there 
faca at any given time the eiMine popadaiion 
it at ri tk. 11k instance of risk is hlgheelhirihg 
the monsoon and post-monsoon periM. The 
probability of occunence and sewrity score- 
given for drinlcing water and waare water 
disposal is3and3 with overall scor e be ing 6. 

Risk Rating 

(i) Pollution from the mobile sonta is 
given a high probabiJity and sevetily’ score 
of 4 each is given with overall score of 8. 
It is estimated that 20 par cent of the total 
population are at risk but overall probability 
of health effect is expected among 10 per 
cemof the population. Asaiesuhof vehicular 
air pollution it is damagiiig kidney, resulting 
in cardiovascular problems, giddiness, cheat 
pain and even cancer. 

(ii) Ambioit air ii also given high rating 
with overall score of 7. (t is estimated that 
69 per cem of total population are at high 
risk while in rest of 31 per cent cases it is 
moderate. In the overall estimate of probabi¬ 
lity of health effect it is 72.S per creit of the 
total population. The m^jor health outcome 
is redui^ respiratory capacity and asthma. 

(iii) Indoor air is given an overall rating 
of? and 17 per cent of the city's population 
are at risk. Because of indoor air {button 
female and children are mainly affected by 
respitataty problems. 

(iv) Drinking and waste water is identified 
as inodenue risk with overall score of 6. It 
is also found that although entire population 
is at risk but people living in central, eastern 
and southern zones are at potentially higher 
risk. These areas are having more than 50 
per cent of total population. The health 
outcome is expected in the form of G1 track 
infection, hepMitis and dianhoea. 

Notes 



sksoiji sMbghBSMHn toHStwbWtps-^teiharo 


radwrK effect THa'■core'for aevtriffr 
' itefleetihaaevHiqrarheallbeffedltdua 
' atoanM tfeety toecear. RU raiiiii Wm 
' . c hiiter ed fanu diMb gnopK (I) low risk - L ; 
lo 4; (U) modmse iCk - S-6; and (Hi) 

—7 to 10. HeaHhandpoiatmayrangafeem 
^«n aoale Haemm or -iUacH feat It nat 


[Thit Comparative Eavironmcatal Risk 
A iretsmen tofAhi nc da h e ri waiie y wIhyfee 
US AKocy for Inietnational Dcvelopmeiit 
(USAID). It if for the first tune in India we have 
adorned a methodology develope d by the US 
Emnnmnieaial Protedian Agency (USEPA). Hdf 
article ii bated on a ttndy aponaored by the 
eaad Uihao DevetopmentOffiee 
)) of USAID, New OdM.] 

I WehavemainlyooBcentraaedon en vi w aa ent al 


Acctmie direct meiaaicineBt of heafibefbclt 
fiomenvire n—nt i l cnea aw rawly sva i lekfe' 

ftr varioua leatee a . Mortality and morbidRy 
ligBiea from doewt and hoapitala «c aabiect 
to large cmn'feom tmder-iqpeitlng da nmny 
peopl e do not aecfc t ieain s 'iit There ^ ibo 
the ptoUem of miadiegnnaia. ' 




InadegnMe doniettle 
and Hodllecied tolid 
Forteie 


ttyphsMltitiati dldhk', R jik—ilyaii 
for -ftieSD proMema will Involve a attge fire 
M one eregieealon in which dfeeaae atadatiet 
aie ooUecled and then adjeaied to reflect the 
ifegiOB of aader or aver rnpisrthw and the 
c onttfcn U eU of wna-enri retiMni a r caaaea. 

The aindy n e ncenM a r. a on evefanfaig the 
ivilmhrr tavaby of Alanedabnd’a envnon- 
meatat preWc»f<-rather than deatgnlng 
ao le tloua fortiwra. Hfe have camiileied only 
tiak arammraiehase. The letoltliii nnkiiig 
of ettvtnoMneniia prablema does not tfctaie 
ibefiiority fellriiuttldbegi van foixuniiolluig 


feennaqrbea vridetangeordria-avadable 
for each caVbonnBniil concern. Theacoceof 
ptobeblHiy of effect ii based on petcenisfe 
of the to^ population tlMt la Hkaiy to be 
expoaed to a baanl and thoae euerienclnt 
anadveiseeflto. The piebabiHty oreffectwill 
alao be depend en t on aectioo of the population 
of adah or childiea. Similafly, it will alio 
depend on econontie eendHton, ete. The total 
acoee aitigned to the enviranffiewal riak It the 
aum of the acoiea for UkeHbood of effect aod 
eeverity of effect. 

The innnal mortality rale, reitiicted activity 
daya and work daya kwt were addreited by 
the EPA fotnnlaa; 

(i) Mortality (deatha/year) doe to 
particalaie ■ (SFM obieived - SPM target) x 
population expoaed x 2E-6). (ii) Reabicied 
acmty daya »(SPM obaetved - SPM target) 
X popolBtion expoaed x 0.07332. (iii) Work 
daya loat = (SPM observed - SPM target) x 
population exposed x 0.0377. 


Wtftlhgtromflie Inside 

Dncmnenttiig Change in Africa 


Lawrawn JSlifeni 


The 1970s and die 1980s were a time of change and turmoil in 
several AfHcan nations. Karrim Essack, the South African journalist 
who died recently, was among those who documented these emerging 
revolutionary stntggles with a determinedly Pan African approach, 
bringing history to those who were changing history. 


KARRIM ESSAOC died oil April 29 in 
Dsres Satam, Tinzaiia where he lived in 
exile from South Afiica for nesity 30ye«. 
With Us death. Ti whole geae rat te B «f 

JUUIIMUin ilKV9 IDfl W Wal U 

r .. .. ,ra<- » . a .. « On. . -ij raw- i-. . O--sti 

jcMrwHBf'itiffiy OBKnMvfunmi do nooci 
u a sonthwl agUnit all reaction and 
dofUiiatioR. Notfaingeacipcdhis roving pen 
adUsquetetoeapoae all things uqiust. He 
.took h upon Umsclf to say lU^ as be taw 
them whenebr hte)onn^ took hbxL frulia. 
North Koteai OhMw. YeaMn, CWna. afr 
over Afifch^rVlBlMn <- K ati fan went OB'' 
overaeannfeg wixmgsa.iie 


I had last met Karrim about six months 
ago when he came to see Ahna He looked 
robust and confident then. Kwesi Prah 
comm ented on Karrim’i iron-like grip. 
NoiUngdeltefedlheinantM-ptunedl^ont. 
He took an tUngs bi Ut ^de and went 
fewut Mi political lUsilotfwithniiietlGUlh. 
nd an easy courage. He (Sdn't work at being 
a levolutianao'. It seemed like i natural 
attribute. One could easily beUeve that Karrim 
could go on forever he didn’t seem to the or 
loiefaith.HemaintainedagnidHngKhedule 
- writing, travelling, managing a legal 
practioB, and paying out of his own pocket 
for pubHtUiig the many books be wrote; 

The fltstfheanl that KanImwBsterfcmsiy 
baa SUVA'S B-nail telling me tMt 
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BteMWrand PoHdcal ¥fe(Uy Qc^ A. 1997 


2510 



lUnfan wtt In a coma, ffe had Juit retuiiied 
from tedng Kabila in Goma. Somewhete in 
his journey to Kabila in fonner Zate, be had 
falim and iqjured himself. But with hif usual 
way of brushinf off all adversity as trivial, 
Ka^m ignored the fall and went about Ms 
business of writing, of the necessity of an 
African revolution. He was Just completing 
Ms 30th book TTie Era o/rhe 5ecamf Globa/ 
Ubemiion. 

We first met in I96S in the library of the 
University of Bombay. He had come to India 
to get a paaspcut to secure his stay inTanzania 
where he had fled to after escaping from 
South Africa. I rememberat that stageneithcr 
Tke Times of Indus nor The Indian Express 
carried anythingonAftica,TheIndiajt media 
had simply not discovered Africa at that 
time. Wediscussed this with Dairy I D'Monte 
who was editorof the Times Magazine section 
and with his assistance, articles on Africa 
began to appear in The Times of India. 
Economic and Political Weekly and Frontier 
also began torun articles on Africafrom both 
Karrim and myself. 

There arc always favourite scenes which 
one attaches to the memory of fallen 
comrades. Mincof Karrim is in West Bengal, 
[fthereisoneabidingseene where I remember 
Karrim most vividly and exqui.sitely it was 
on a trip to West Bengal. We went to places 
like Birbhum, Copiballapur, and Naxalbari 
and those areas where the naxalites began 
the agrarian struggle. We were deep in a 
prohibited area surrounded by santal.s armed 
with .spears looking tall, black and curious. 
[I was an early warm morning. A table with 
a frayed and faded cloth on which was placed 
a vase of flowers stood at the front of the 
sanuil crowd, men. women and children, 
who had come to see the Africans who had 
come from Africa to learn about their suuggle. 
Three chairs behind the table completed the 
setting. Both Karrim and 1 .sat on either side 
of a high caste Bengali who officiated. The 
scene could have been anything from Ritvik 
Gatak’s or Satyajit Ray's camera looking at 
Africans observing an Indian revolution and 
talking from a table with flowers. There was 
everything iitcongtuous about the scene. I 
remember seeing the santals as having a 
more than an obvious dose of African blood. 
They saw both Karnm and myself as Africans 
“coming to write about th^r revolution”. 
And this was a place where naxalites had 
dealt summarily with the zamindan: they 
hod chopped off their heads. To top it all 
there were some repentant high caste 
zamindars who had shared out their 'zamins' 
and allowed the santals to use their wells. 
It was like some aiKdent fantasy being played 
out; gods and goddesses frolicking with 
human kind until they grew too satiated. 

I had no camera to record that occasion. 

I remember Karrimopening his speech with 
pave demeanour. 1116 quiet and serious 
audience listened only to his words and 
looked beyond hit frayed cotlat, grubby tie 


and dlesAoWIli oott. He cqjoled me into alto 
wearing a de and jacket as welt. '*We must 
show respect forowatidience,” he cautioned 
me. 

I was to be reminded about Karrim's 
‘dressing up for the occasion’ when I went 
to funerals in Ouguletu (Cape Town) where 
African eldera put on their Sunday best with 
tie and collar, to accompany the funeral 
procession of slain guerrillas. We had to bite 
the dust with the army and police tormenting 
the pfocesskm and violating iu solemnity 
with rubber bullets ahd canisters of tear gas. 
With great dignity the elderly African 
gentlemen would pick themselves up from 
the dust, flick their hands over their dusty 
old coats and pants, clutch their water bottles 
(for the tear gas) and shuffle back to their 
places in the procession. All this without 
being intimidi^ by the show of force. 
When I coughed violently from the tear gas 
they stared at me to be quiet in my misery. 
The ‘Boers’ shouldn’t get. the benefit of 
seeing our discomfort. 

I remember he talked to the Bengali saiual 
audience about the revolution in Africa. 
Vietnam, North Korea, Yemen. Qiina, Russia 
at some length. A young Bengali naxalite 
transiated. Hie audience appeared tiansflxed. 
Karrim talked quickly, as was his penchant. 
At the end of it. the clapping must have been 
heard by security which hunted for “Africans 
who stirred up uouble in Bengal". 

When I would meet with Karrim many 
years later he would lell me of similar 
escapades in Yemen, Dhofar and other places 
where lived and recorded the lives and 
struggles of guerrillas or freedom fighters 
as he was wont to call them. 

Karrim, a barrister by profession, had no 
academic pretensions. In all the things be 
said and did he said it like it was with intense 
revolutionary flair. That was his style. He 
took an uncompromising socialist Pan 
Africanist stand in bringing history to the 
people who had to change their own history. 
He would always maintain that that was the 
task and measureof any revolutionary. Ideas 
for him were only good if they served 
revolutionary practice and purpose. In this 
he echoed Plekhanov’s dictum: “The good 
of (he revolution is the highest law”. 

Wearguedintensely about the significance 
of Naxalbari and the naxalite movement in 
those days. Mohammed Babu from Zanzibar 
whom Nyerere had once incvccrated in a 
Tanzanian prison had asked Karrim to study 
the naxalites. If he was impressed with their 
zeal and commitment, he could not bring 
himself to agree with some of their early 
tactics which brought them into tdeologtcal 
disrepute and alienated them from some 
sections of the peasantry and the progressive 
Indian intelligentsia. Bathe never condemned 
the movement or made any adverse 
statemeiits about some of their tactics which 
he found so questionaMe. He believed that 
the left revolutionaries akme should critically 
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analyse their own shoruomingt and cotrein 
them. 

Later when I had occasion to meet Babu 
in Cape Town he told me of the glowing 
report that Karrim had made to him about 
the revolutionary struggles in Naxalbari and 
elsewhere in India. Karrim's struggle with 
his own conscience about peasant struggles 
began in the early 197()s when he broke with 
the Unity Movement and joined the Alhcan 
People's Democratic Union of South Africa 
(APDUSA) which saw the necessity of 
peasant struggles complementing the 
proletariats’ movement for socialism. Indeed 
APDUSA sent some of its top cadres in the 
Transkei to work among the peasantry. 
Kairiro's brother was among.st thiise who 
arrested and kept in Robben Island for a 
IS-year term. 1 think Karrim left before 
APDUSA's strategy to kindle a peasant war 
began. Hespentone 9()-day term,and skipped 
(he country to do political work rather than 
to rot in prison. 

Karnm lived his personal life to serve only 
revolutionary causes. His personalexistence 
was characienscd by sheer abstemiousness. 
His flat in Dar es Salaam where he lived all 
of his exile existence looked as if he was 
just settling himself In. An East Afncan 
journalist captured this existence nicely when 
he slated that Karrim was always thinking, 
always working, and was a revolutionary in 
a hurry. When he last visited South Africa. 
Karnm made it clear that he would never 
come and selUe down here. He could never 
reconcile himself to the way the struggle in 
South Afnca went. He never said much 
about it except to say (hat this was not 
freedom but a new l.traldom. More scnously 
he would warn that a dangerous situation 
was coming into existence in the c.tuniry 
with the white ruling class consolidating its 
power far more efficiently than ever before. 
But this time around wiih the connivance 
and collaboration with an emerging black 
bourgeoisie. About five years ago Karrim 
had occasion to tell me in Zimbabwe; 
“Beware of the questi-mablcextcm to which 
militant Afri. an nationalism can go. That is 
not Pan-Afncanism but just another new 
form of class and ethnic ^mination that is 
emerging in Africa." The more one sees 
South Africa the moreone realises the caution 
that African revolutionaries advise. 

How would I finally remember Karrim? 
A long-standing friend? A comrade? One of 
the Iasi of a dying breed? A commuted 
socialist? Somewhere along the line there 
was a simple unsung heroism that charac¬ 
terised the man. He never thought of himself 
as such. But as president Birimungu said of 
him: ‘There is no doubt that he has made 
his mark and has died a proud and happy 
man". I don’t know about that. I think 
Karrim would have ihoughi differently. I'ta 
sure Karrim would question Ms md»f for 
withdrawing him frm busineu yet to be 
finished. 
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Informal Sector: Lifting the Shroud 

PaoiaKutar 


The aims of the activist and the researcher are not necessarily 
identical. However, the challenge is to use the strengths of each 
towards a common purpose through careful designing oj research 
projects. Responding to such concerns, the NCAER, New Delhi, and 
SEWA, Ahmedabad, organised a worksfu^ which sought to identify 
gaps in current knowledge on the informal sector and potential areas 
of research. 


THE infonnal sector, or the unorganised 
sector as it is usually refened to in India, 
is known to be laige (the accepted riguie for 
employment being 93 per cent of the 
workforce, including agriculture): the 
contribution of the unorganised sector to 
total net value added by industry stood at 
63.3 per cent in 1992-93.' Much less is 
known about the dynamics of its growth and 
thenature of linkages with the formal sector. 
The motivation to improve the information 
base on the informal sector is strong for 
groups working with unorganised workers, 
for reasons to do mainly with developing 
more appropriate mechanisms of social 
security and better conditions of work. It is 
equally important for systems of national 
accounting to be able to record as accurately 
as possible the contribution this scaor 
makes to the GDP. Responding to such 
coitcema, the National Council of Applied 
Economic Research, New Delhi, and the 
Self-Employed Women’s Association, 
Ahmedabad, organised a workshop which 
sought to identify currem gaps in know¬ 
ledge and potent!^ areas for research. From 
the perspective of either organisation, 
research must be directed to an eitd. Ela 
Bhatt of SEWA used the image of a shroud 
to describe the manner in which the infor¬ 
mal sector acquires an unwanted invisibi¬ 
lity; and removing this shroud was the 
commpn objective of participants in this 
project. 

Participants at the workshop included 
researchen, activists representatives of the 
UN Statistical Office and the CSO, other 
partidpams fiBm the US, and a ddegation 
from ^th Africa. Discussions, therefore, 
ranged across a wide spectrum and inclu¬ 
ded both very specific local issues as well 
as international perspectives and proce¬ 
dures currently in use 1^ statistical agencies. 
'This report is a brief summary of the 
proceedings. 

'CONCESTUAL FkaMEWOMI 

The informal sector was first ddinedand 
concept ua lised a quarter century ago, and 
many attempts have been made to capture 
the characteristks of the sector in a way that 


enables measuientent of its attributes. This 
has proved to be very difficult, and an 
intenuaional consensus has yet to be reached.^ 
The workshop took as a starting point the 
concerns of the Gujarat Group,’ that the 
focus of any defiiiition ought to be informal 
sector workers, rather than enterprises. 
Informal sector workers include all workers 
in informal enterprises, some workers in 
formal enterprises, self-employed workers, 
and those dmng contract work for informal 
or formal sector enterprises and contractors. 
The essence of this definition is a concern 
with the lack of protection that informal 
sector workers have. This needs to be 
distinguished from regulation. It is possible 
that registtation of workers, and relation 
of wages and conditions of work, might be 
a means of giving infonnal sector workers 
greater protection.^ 

The international perspective on this 
question is well captured by the 1993 SNA, 
which defines the formal sector as a subset 
of (he household sector, including informal 
own account enterprises, and otterprises of 
informal employers (non-registered; small 
in size). Such an enterprise based definition 
can capture self-employed workers if these 
are classified as own account enterprises: 
however, it is not dear how it would account 
for contractual wage labour. The other 
question is how one would collect data on 
these groups when performing an enterprise 
survey. The ILO recommends a mixed 
strate^ of combining both household and 
enterprise level surveys. 

The workshop participants leaned towards 
a worker-based definition, recognising the 
need to maintain a distinction between 
workers in the unorganised sector and 
unorganised labour. It was also felt that pilot 
surveys to teat appropriate methodologies of 
data Election woiM be useful. 

MBASUaESIBNT OF UNOaCANISBO 
SecToa's CotrramimoN 

A major focus of the worksho|>was on 
measureroetit. Presentations and discussion 
centred on evaluating the applicability of 
the System t>f National Accounts (SNA) and 
the National Account Statistics (NAS) to 


measurement of the comribotton of tike 
unorganised sector.’ 

SNA Boundaries 

In 1993, the boundaries of the SNA 
changed, entailing adjustment of data 
collection and analysis by national 
governments. The pr^uction boundary 
changes included defining household 
production of goods for own consumption, 
concealed activities and itlqtal activities as 
production, and thus as contributing to 
value added. The inclusion of household 
production reflects the heightened interest 
of the UN in the household sector. In turn, 
this is a reflection of the growing aware¬ 
ness of social issues.* AssM boundaries were 
also adjusted, resulting in including expen¬ 
diture on mineral exploration, computer 
software, entertainmem and military expen¬ 
ditures on structures and equipment, among 
others, to the definition of gross capital 
formation. 

In India, these boundary changes are still 
being processed for inclusion in the NAS. 
Some of the changes are quite complicated 
to implement, leading to the need to prioritise 
those that are most feasible and necessary. 
For the purpose of this workshop, the 
inclusion of household production for own 
consumption was deemed a priority. It was 
also recognised that new procedures for 
collecting these data will be necessary since 
the goods are not marketed. The CSO is 
currently considering a proposal to collect 
these data using time use surveys, and a 
working group has been established to 
examine the issue. 

NAS Calculations of Unorganised 

Sector Contribution 

A major difficulty in calculating the 
informal sector’s contribution by the NAS 
is that indirect methods are used, and the 
sector’s comribution is often calculated as 
a residual. The calculation is made in certain 
sectors by multiplying the gros.s value added 
(G V A) per worker by the number of workers 
in the sector. Problems abound with this 
method in that the two numbers composing 
the calculation are drawn from twodifferent, 
non-comparable sources, introducing bias. 
'The estimate of the G VA is also problematic 
in that it takes an enterprise approach, with 
enterprises disaggregated by own account 
enterprises, non-directory enterprises and 
directory establishments. ’This causes 
difficulties in calculation because GVA Is 
likely to vary by type of entetprise, implying 
that sampling technique will have a large 
impact on the estimate. The enterprise 
approach taken also does not fit the interest 
of the workshop participants in applying a 
workerbased definition of the infbnml sector. 
’This can lead to a large underestimation of 
the number of workers in (he informal sector 
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Stan thota not dinedy associated with an 
ea(en»ise,nrihoie«oriciiigwitNntiieboine, 
ate l^y to be excluded Hi data cdlectkm 
due to sampUng frame problems. 

Another proUem with the NAS mediod 
of calculatioa Is that it leaves open the 
question of how to hndle marginal woilrcn, 
those thtf do not work full time. If they are 
included, but not weighted difTerenity. the 
estimate of the unorganised sector’s 
contribution will be overestimated, while if 
these workers ateexduded,their contribution 
will be underestimated. 

A further point railed regarding the use 
of national itatistici for policy-making is 
that current measures used by the CSO to 
study theinformal sectorareun^letocaptuie 
the dynamism of the sector. More work is 
needed on linkages and micro studies to 
understand the rapid change and growth in 
the unorganised sector, and to accurately 
represent its potential. Inpaticular,theid>ility 
of the informal sector to respond to changes 
in market conditions by filiing new niches 
and its ability to integrate new techniques 
that add value to the economy are often 
missed. Whether this is the responsibility of 
national data collection agencies, or not, was 
debated. To some extent, introducing a focus 
on workers may provide the mechanism for 
collection of such data, since the workers 
themselves have the direct information 
necessary regarding what they do and what 
constraints need to belifted in order to support 
their dynamic potential. 

In the end, participants agreed that due to 
major problems with the current indirect or 
residua] methods of estimating the informal 
sector’s contribution, more efrort needs to 
be ex pended in determini ng met hods of direct 
estimatkKi. whetherusingexistingdata.such 
as those available through the NSSO, or 
through new field studies. 

New field studies are important in 
addressing another problem with the 
estimation of informal sector value added, 
that of the old benchmaiks and ratios used 
by the NAS. Participants felt that new surveys 
ate necessary to update these ratios since 
there ha ve bem great changes in the suucture 
of the economy that can lead to unfounded 
estimates when outdated benchinatks are 
used. This problem was highlighted in a note 
illustr^ng the use of ratios calculated using 
1971 data on Ahmedabad’s informal sector, 
and how when they were applied to 1991 
daiatocalculateinfottnal scctorrmployment, 
inexplicable results were obtained. By 
holding ratios constant, structural changes 
in the economy were ignored.^ 

These discussions point towards the need 
for atwo-pronged effort, first to uieavailable 
data fromdiffeientsourcesto fill intdeatified 
data Sfpt on outdated economc ratios stilt 
being spplied; snd second, to experiment 
with new methodologies of data collectitm 


that could bring the ideology of a worker 
focus iitao the statistical domain. 

Savings, Caittal Pousiation and 
S oaAL SBCtnUTY* 

According to thenalioiialaoceum statistics, 
the household sector (equated with 
unorganised sector) contributes 76 per cent 
oftotalsavings with only 23 per cent coming 
from the organised sector. However, nearly 
60 per cent of capital formation is in the 
organised sector. Savings and investment 
flows are thus a very important aspect of 
linkages between the two sectofS.Tocdculate 
savings, the CSO divides the economy into 
three sectors, the public, private corporate 
and household secton. in India, as shown 
above, it is the household sector that 
contributes the most to savings. However, 
when usage of savings is examined, it is the 
public and private corporate secton that reap 
the rewards of the sarings of the household 
sector. 

While it is accepted that the household 
sector contributes the most to sayings, the 
acmal calculation of this share isprablemmic. 
This is because its share is calculated by the 
NAS as a residual. Savings is decomposed 
into two categories, savings in finaiKial 
instruments and savings in the form of 
physical assets. In both cases, the share of 
savings by the public and private corporate 
sectors are netted out of the total savings, 
leaving the residual classified as the 
household sector’s share of savings. These 
NAS calculations again use outdated ratios 
and proportions. One way to deal with this 
is to use direct household surveys to better 
assess thchousehold contribution to savings, 
including in the definition of rinaiKial assets 
those added to the 1993 SNA boundaries for 
assets. However, it is recognised that it is 
extremely difficult to obtain good data on 
savings, with previous experiences of 
workshop participants resulting in negative 
savings levels. PutidpaiUs also qtiesdoncd 
the exclusion of infomial sources of savings, 
patticulariy indigenaus savings mechanisms. 

While estimating the quantum of savings 
may be di fficult. NCAER researc h has shown 
that rural savings have increased. With a 
higher growth rate in the economy, levels 
of rural savings will continue to go up, and 
financial systems forsmall savers will become 
increasingly viable. Quite apart from the 
implications this may have for national 
accounting, this also draws mtention to 
emerging needs and mechamsms in social 
security provision. Changing demographic 
patterm mean that ageing is a burden that 
cannot be easily shouktered by the young. 
Old age security is also nenied because 
urbanisation and the growth of non-faim 
employment are accompanied by changtng 
family structure and lifestyles leading to 
more people living akme in old age. Many 


other forms of social security are needed, 
such as health insurance. Better 
understanding of saving propensities and 
mechanisms for saving by unorganised 
worken is essentia] in developing viable 
social security programmes. 

It was questioned whetber the household 
sector, as a concept, itself needs scrutiny. 
The household sector is extremely 
heterogeneous, including pure households, 
farm households and unincorporated 
enterprises, leading to problemsininstituting 
policies directed at mcMIising savings, St nee 
savings behaviour will vary within the 
household sector. For this reason, it was 
suggested that the NAS disaggregate the 
household sector and clarify which 
components iquescni (he unorganised sector. 
'This will serveiobetterinformpolicy-makeis 
about where savings originates and help to 
define new policy directed at increasing the 
savings levds of different groups by offering 
new avenues of savings. ’This will also help 
deal with the issue of the great iocreasc in 
savings expected in future yean by htaa 
tracking where it is originating and offering 
more services in those areas. 

in response to the call for direct survey 
research to improve NAS estimates of 
savings, aitention was again directed to data 
that is available through the NSSO. but that 
is not being used. The NSSO has data on 
own account and non-direciofy enterprises' 
savings, per unit working c^tal and fixed 
capital. 'Hii.s bears further investigation into 
the data's quality and its applicability (o the 
worker bas^ definition oftheinfonnal sector 
preferred by workshop participants. 

The connection between savings and 
capital formation was brought out by the 
experiences of SEWA Bank. In the experi¬ 
ence of the Bank’s director, informal sector 
women workers need savings mechanisms 
in order to avoid dec^)italisatkvl in response 
to crisis, situations. The conceptual issue 
here is that it is difRcult at low levels of 
inoometodistinguish between 'coasumptioa' 
and ‘investment’ and systems of seoirity/ 
intursace must recognise this. It h also 
necessary to have a clear understsndiiif of 
whatmi^tconstiluie’capitd’ intheinfbnari 
sector. Workers require a way to form their 
own capital to improve their seciaity. After 
achieving some level of security through 
savings, they then begin to uliKte increasing 
savings baluces for invesuneni in their 
enterprises. This experience of saving to 
provide social security and build capital was 
alio reflected in the report on women micfD- 
e ntrepr en eurs in South Africa. 

An impottam point brought out in the 
discussion of saving and capital formation 
was that due to the heter^pneity of the 
informal sector, and the fact that raany 
woiketsarecaaualUboariaihefominisectar 
or we home-baaed worken with little coMRii 
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over their products, most savings will be 
directed solely at avoiding decapitalisation 
and vrill not be invested in capital formation 
as usually defined. It is likely that the income 
will be invested in housing, or education. 
In the unorganised sector human capital 
investments are often more important than 
physical capital investments. Thus, it is 
important to develop methods for valuing 
and incorporating these inve.siments into 
capital fonnation figures. 

These discussions of the prevalence of 
decapitalisation among informal sector 
workers illustrated the importance of 
including social security in Ihc work.shop'.s 
research agenda. The difficulty in 
implementing social security programmes 
will be in obtaining contributions by 
employers, especially for casual and home- 
based work. Again, much thoght, creativity 
and cross regional sharing of ideas will he 
necessary to succeed in the goal of developing 
a system to offer such insurance to all 
workers in the informal sector. 

Two presentation.s went on to address the 
mucro-cconumic environment, one in India 
and thcothcr in South Africa. They examined 
the impact of liberalisation and structural 
adjustment policies on the ability to save and 
invest by informal sector workers. Both 
agreed that these policies, by ignoring the 
needs of the informal sector, have had 
negative crfccis on savings, inve.stment and 
overall conditions within the informal sector. 

To sum up, the discussions on savings and 
capital foimalion madcitevidentlhat research 
is needed not just on better methods of 
accounting for unorganised sector $aving.s, 
but more crucially, on mechanisms through 
which these savings can be gathered. Little 
isknown.empirically.aboutchitfunds.pawn 
brokers, etc, which arc major sources of 
credit for informal sector workers. A related 
question is that of appropriate mechanisms 
for siKiial security provision. 

Rf.oionai. and Sectoral PF.Rspt.mvEs 

An analysis of data from a recent NCAER 
study shows that in rural India, only about 
17 per cent of all rural incomes onginatc 
from occupations which can be classified as 
formal or organised sector.' There arc 
variations across states, and one of the 
recommendations of the workshop was that 
sectoral and regional studies arc needed to 
capture the hetemgeneity of the unorganised 
sector and details such as the variety of 
contractual relationships existing within 
different acti vitics and forward, and back ward 
linkages. In particular, Ihc use of subsector 
analysis was suggested as a method that 
enables researchers and activists to better 
understand the opportunities and constraints, 
linkages and flows within sectors. 

One of the studies presented an 
examination of service activities in Delhi, 


highlighted the problems with statistics 
collected by national organisations by 
determining the contribution of service 
act i vities in Delhi using multiple data sources. 
The results were widely divergent, illustrating 
the incomparability of data collection 
procedures and the need for some form of 
standardisation, both between data sources 
and across regions so that aggregation of 
data is possible."’ 

A presentation focused on the valuation 
of forests was included to show how concepts 
used in different sectors have potential to be 
applied to others to help develop new methods 
of accounting fur the contribution of the 
unorganised sector." The presentation 
highlighted the need for creativity in 
approaches and an openness to new concepts 
in developing a solution to the accounting 
problems in theunorgani.sed sector. Another 
study attempted a rough estimate of 
contribution of the unorganised, tribal 
economy to taxation.'- Although preliminary, 
the possible mismatch between lax collection 
and rrvenueoutlays deserves greater scrutiny. 

Research Programme 

Are there observable differences in the 
i mpact of macro-pol icy changes between the 
formal and informal sectors? This question 
lay behind one presentation which examined 
the behaviour of output from informal and 
formal sectors in India at an aggregative 
level. The study concluded that "the formal 
and informal sector outputs arc not 
coinlcgratcd over lime. Furthermore...while 
formal .sectoruutput is ingencral coinlegrated 
with macro-economic policy variables (real 
government expenditure, currency, M, and 
bank credit), the informal sector output, in 
contrast, is not."’' Hie implications of this 
finding is that it is vital that policy analysi.s 
pay better atlention to the unorganised/ 
organised sector dichotomy and that policy 
cffccls be disaggregated by sector. 

Another focus of this session was an 
examination of how the policy environment 
serve.s to constrain the ability of unorganised 
sector workers to contribute fully to Ihc 
economy. Constraints in access lo markets, 
credit, capital and technology are common 
across activities in the unorganised .sector. 
Lifting policies affecting this access as well 
as initiating promotional policies can serve 
to greatly improve the contribution of the 
unorganised sector to the economy.’' A 
similar experience with constraints on small 
enterprises imposed by the policy 
environment was reported by the South 
African participants, though with the new 
government there has been more focus on 
supporting the growth potential of these 
enterprises. 

In conclusion the research programme 
expected as an outcome of this workshop is 
distinctive in that it seeks a fruitful 
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colliborttion 1>etween « grau roots 
oigaidHaioa(SEW A) and an academic policy 
rcieatch institute (NCABR) as well as other 
research organisations. The aims of the 
act! vist and the researcher are not necessarily 
identical. However, the challenge is to use 
the strengths of each towards a common 
purpose through careful designingof research 
pro^BCts- 

Notes 

[ThcNCAEK-SEWAwoitshopon 'Contributioo 
of the Informal Sector to the Economy' (March 
31, April 2, 1997) wu made possible by a grant 
from the Ford Foundation, New Delhi. While 
individual acknowledgements ore not possible 
here, we would like to thank all the paiticipanls 
at the seminar and at the subsequent meetings 
on ‘Social Security' and ‘Savingsand Investment' 
held at NCAER on iuly 10-11, 1997 tor their 
inputs.] 

1 Pravin Visaria and Paul Jacob, “The Informal 
Sector in India: Eitimatcs of Its Size, and 
Needs and Problems of Dou Collection', 
GIDR. Ahmedahod. Table f>. 

2 Mention may be mode here of the recently 
formed ‘Delhi Croup on Informal .Sector 
SiBlislics', an expert group with 
repieseniBtives from several counincs and 
co-ordinated by the CSO. A joint initiative 
of the UNSDfILCVESCAP, this group hopes 
to evolve an acceptable dermilion to be used 
by nauonal accounting divisions 

3 RefetringtoSEWAandiescarchorganisaiiunii 
in Ahinedabad including Gujarat Institute of 
Development Kescarch, Sordiu' Patel Institute 
of Economic Research. Gandhi Labour 
Institute and the Ccnlie for Social Studies in 
Surat. The NCAER-SEWA woiishop was 
able to build upon discussions over the lost 
year, of a group of researchers drawn frum 
these institutions 

4 Madhura Swaminalhon, ‘Conccptualualiun 
of the Informal Seclor'. presented at the 
NCAER^EWA Workshop on the Contri¬ 
bution of the Unorganised Sector 

i Papers presented on this theme included 
‘Cmtiibution of the Infomvil Sector to the 
National Economy: Some Issue).'. Indira 
Hirway, 'Informal Sector Statistics and 
Naliunal Accounting'. Bemd Becker: '199.3 
SNAProductionandAsseiBoundancs: Issues 
and Problems in Measurement in the Context 
of Indian National Accounts'. A C 
Kulshreshiha; ‘Gross Domestic Product in 
the Unorganised Seclor: A Note on the 
Methodology', Jeemol Unni; ‘Estinuuing the 
Nsrionol Product; A Review of Methodology'. 
M R Saluja and B K Pradhan: ‘A Note on 
Methodology of CSO', Nirmala Bancijce: 
‘On Strengthening the Indicators of Infomul 
Sector's Contribution to National Economy', 
Paul Jacob. 

6 ‘Mosloflhenewchallengestuchasongender 
andenvirootnenial issues, population growth, 
income and wealth distribution, participalion 
in decision-making, level of living, poverty 
or informal employmenu ore related to the 
howcboldi of people., .kmg befoit the i^HksI 
awareness culminated in declarations at 
various UN conferences, the status of 
economic and social issues led to the demand 
for more complex analysis and that to the 


iupplyormondati', ‘Infbnnalaeciof iMiiiica 
and national aocoiinling'. B Becker, UNSD, 
paper preiented at NCAER-SEWA 
Cofifr ff flcf 

7 'Infonnalisalion of the Indian Economy: A 
NoHonAhroedabad'sInfonnal Employment’, 
S P Koshyip. 

g Papen presenttd on savings and investment 
included ‘Savings indCapital Formation: On 
Contribution of Oiganiied and Unorganised 
Sector’. A C Kublneshtha; ‘Savings and Its 
Meaiutement', Uma Datta Roy Chowdhty; 
‘Investment and Capital Formation in the 
Infottnal Sector', Vinay Lall; ‘Inadequacy of 
Domestic Saving and Macro-Economic 
[Slues', S L Shelly. 


THE Congress that ended in Beijing on 
September 18, the ISth since the founding 
of the Communist Party of China (CPC) in 
1921, was held at a most critical and historic 
juncturcin China's post-Cultural Revolution 
hi.story. 

The People’s Republic is already two years 
into the third and determining phase of the 
three stage-three decade programme of 
naodemtsaiion - the doubling, redoubling, 
and once again redoubling of the GNP of 
the 1970s - that Deng Xtaoptng proposed 
in 1978. The end year of the third stage is 
to be reached in 2010 according to Deng's 
original calculations. Although the 
redoubl ing of the doubled GNP of the 1970s 
was achieved in 199S, five years ahead of 
schedule, China has chosen to be cautious. 
It is not calculating its critical decade 
from 1993; 2010 still remains the target year 
for China to reach the take-off stage for 
achieving ‘middle level developed country’ 
status, and come on par with Germany. 
France or Britain by the middle of the next 
century. The Chinese people, including the 
300 million plus that will have been added 
to the population, have been promised a high 
level of comfort and well-being and an 
average per capita income of $ 2.S00 by 
2010. Whetherornol this goal will be reached 
will depend entirely on how well the new 
leadership carries out the task assigned to 
the ISih Congress. In short. China’s ruiure 
lies with this Congress. Failure to achieve 
the targets could destabilise the country and 
set back its modernisation plans, perhaps 


9 Aboialeh Shariff. 'Stnictuie and Share of 
State’s Rural (Housdiold) Income by Source 
of Eamingi; Contribution of Informal Sector' 

10 SwajHia Mukhofiadhyaya, ‘lofornwl Sector 
in Delhi. Some Issues'. 

11 Kanchan Chopra, ‘Natural Resource 
Accounting' Cootribulion of Otgsnited snd 
Unargmised Sector to Forest Services’. 

12 Piesenled by Madhusudsn Mistiy. 

13 See Uijit K Palet and Piadeep Srivastava. 
‘Macroeconomic Policy and Output 
Comovemeni: The Formal and Informal 
Sectors in India’, World Development, Vol 
24, No 12, pp 1915-23. 1996. 

14 RenanaJhobvala,'Note on Policies AITecting 
the Unorganised Sector’. 


fatally. In this sense the ISth Congress is 
a ‘make or break' Congress. 

Succ-EssKUL Congress 

On the face of it, the Congress, which was 
exceedingly well prepared for, has been a 
great success. It l.as confirmed the post- 
Revolution, post-Deng leadership that came 
to the fore after 19X9; it has managed the 
generational succession without mishap or 
misadventures and presented instead a 
modernised party - younger, better educated 
and skilled. It has built on the vision and 
goals that Deng spelt out during his assertive 
Southern To-jr of 1992 to pronounce a new 
strategy; and it may have achieved a much 
larger measure of consensus around 'line' 
or 'banner' las Jiang now chooses to call it) 
than had Deng despite his status as Pnmount 
Leader. 

Jiang Zemin, general secretary of theCPC, 
who was hand-picked by Deng and brought 
to the centre from Shanghai in 1989 following 
the Tiananmen happenings, has neither the 
charisma nor the stature nor the quanxi 
network that sustained Deng. Yet hisgreateat 
achievement may be his success in containing 
the forces that obstructed the full unfolding 
of Deng's modernisation drive. He appears 
to have marginalised the ‘tef)' by co-opting 
their crmcenis into the programme of hii 
Congrets. He has of course been helped in 
great measure by the fading away of Ike 
elders. Jiang has made the buikiiag of spiritiial 
civilisation die theme of this Congress and 
made it a tandem goal with that of bringing 


CPC’s ‘Make or Break’ Congress 
A Preliminary Assessment 

Mira Sinha Bhattaebarjea 


The CPC's ISth Congress has been, on the face of it, a great success. 
Above all, it may have achieved a much larger measure of consensus 
around 'line' or ‘banner’ (as Jiang Zemin now chooses to call it) 
than had Deng Xiaoping despite his stature as Paramount Leader. 
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about an Ideal socialist maricet economy. 
Spiritual does not have the meaning we 
would be inclined to give it. Instead, as used 
by the Chinese, it refers only to the morals, 
values, manners, concerns and customs 
associated with Mao-style socialism. At the 
same time however there is no frontal attack 
against 'leftism' as there was at the I4th 
Congress in 1992. Proponents of a future 
that has both a material and a spiritual 
civilisation include the premier, Li Pmg. He 
had made this the theme of his report to the 
last session oflhe National Peoples Congress 
(NPC). 

Jiang, it seems, has also managed to 
marginalise the critics of all that happened 
at Tiananmen in 1989. The chairman of the 
NPC, Qiao Shi, was a reformist who had let 
it be known that he had opposed the 1989 
verdict and that he supported democratic 
reforms. He has been dropped from the new 
Standing Committee, and Jiang’s report to 
(he Congress lays a new emphasis on 
'democratic centralism’ that has not been 
visible for some time. For the present it may 
safely be said that there will be no revers^ 
of (hat verdict and little sympathy for 
reformists within the lop leadership. 

Jiang has al.so, it would seem, sidelined 
the ‘Deng clique' includinghis once powerful 
children.evenashehasclevatedDeng’s ideas 
into theory. This is to be written into the 
constitution and (he party is to be guided by 
Marxism-Leninism, Mao Zedong thought 
and Deng Xiaoping theory. Also for Tirsi 
time since 1978, the PLA is not represented 
in the new Standing Committee (SC) though 
it will comprise about 20 per cent of the new 
Central Committee (CX2). TTie ctTort to contain 
these influential forces had been under way 
even when Deng was alive. But Jiang has 
becomethe beneficiary of this process which 
has enabled him to achieve considerable 
consensus. 

On September 19, J iang Zemin presented 
his team - what the Chinese call ‘the 
leadership collective with Jiang at the core’ 

- to the delegates, to the Chinese people and 
to the world. The seven members of the new 
SC are the men of power who will guide 
China into its 21 st century future. Five were 
members of the previous SC, while two have 
been dropped including the octogenarian 
general, Liu Huaqing. 

Jiang Zemin retains the three positions of 
power - general secretary of the party, 
chairman ofthe Military Commission (CMO 
and president of state. He is the only leader 
since Mao Zedong to hold these three 
positions concutreittly. Even Deng Xiaoping 
never did so. If the two-term limit is upheld, 
Jiang wilt retire as president in 2003 and as 
chairman of (he CMC in 1999. It will be 
interesting to see if this centralisation of 
power is then continued. The others are Li 
Peng who will retire as premier in 1998 


having completed two terms. He Is likely to 
become chairman of the NPC next March, 
replacing Qiao Shi. This implies that under 
Li Peng, the NPC will remaifl under party 
control and there will be no separatism of 
powers between party and government. 

The next in the new party hierarchy is the 
man who mastermind^ China’s economic 
reform strateigy, Zhu Rongji. He is slated 
to become premier when Li Peng retires. The 
next is the man to watch. He is Hu Jimao 
(54), the possible fourth generation leader. 
He has long overseen Tibetan affairs and is 
head of the Party School where Jiang first 
propounded the line of building a spiritual 
civilisation in May last. He is quite clearly 
being groomed for leadership - in all 
probability of the party, not of government. 
Tlie fifth is Li Ruihuan, concurrently also 
chairman of the Chinese Peoples Political 
Consultative Committee (CPPCC). The next 
two are new faces. Wei Jianxing of (he 
Party's Disciplinary Commission, an anti- 
corruption fighter, llw seventh is Li Lanqing 
who has been minister for foreign trade and 
whose appoinimem confirms the Party's 
focus on economic reform and development. 
These seven men with their interlocking 
responsibilities in government and party will 
symbolise the new strategy (line, banner) 
and emiure its implementation. 

Focus OF Work 

From the meagre reports now available, 
the focus of work will continue to be 
economic development, but with adifferencc. 
Greater attention is to be paid (o the develop¬ 
ment of the hinterland, to the backward and 
minority areas and to agriculture. In the 
economic sphere. Jiang has taken the big 
leap forward in proposing a restructuring of 
state^wned enterprises permitting a variety 
of ownership pattenvs, within the overall 
rubric of publicowncrship.Thisisa measure 
shortofprivatisatiunthat should bccarefuliy 


observed and iiteiied by eco non diti. The 
basic strata is to grasp the big and rdeaie 
the small. CTiitia has some 11,800state owned 
enterprises (SOEs) of which some .500 are 
'big' in that they account for about half the 
state assets. The restructuring will result in 
an increase in unemployment of which the 
party i.s well aware. 

Together with economic devdopment the 
Congress has decided to strengthen ideolo¬ 
gical education, particularly in the party and 
the army. A special committee for guidance 
in the building of spiritual civilisation has 
been set up probably under the chaige of Hu 
Jintao. In addition, the party is to focus on 
tackling corruption, first within the party to 
set the right example, under Wei Jianxing, 
a new entrant into the SC. He is reputed to 
have taken action against the pow^ul but 
corrupt former mayor of Beijing and his 
cronies. Chen was expelled from the party 
just before (he Congress opened to send the 
right message to I he country. The new leader¬ 
ship has a popular reputation of being effi¬ 
cient, of non-participation ‘in the 1989 deci- 
sions.andisgenerallynotknnwn to be corrupt. 

No report to the Congress is complete 
without a survey of China’s stand on inter¬ 
national relations. This ramains on the whole 
unchanged. The goal remains peaceful 
unification of CTiinesc territory with the 
somewhat new assertion that China will never 
give up its right to use force for the unification 
of Taiwan. For the rest. China continues to 
promise that it will never be a hegemon or 
a threat even a.s it proceeds to build a highly 
modernised and effiiieni army. 

The Congress, as mentioned earlier, 
appears to have been successful and the 
Chinese political system seems to be reaching 
maturity. It remains to be seen how it copes 
with the multiple pressures that ore building 
up within the country, as well as with (he 
external pressures that are bound to grow as 
China becomes strong and remains stable. 
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PERSPECTIVES 


Politics of Contemporary Indian 
Communitarianism 

Sarah JoKpli 

It has become important for us in India to evolve a notion of 
community which does not leave room for nativist or socially 
conservative strategies. Instead of posing community as an alternative 
to liberal individualism, we have to try to understand the different 
dimensions of individual and social life in an integrated way. We 
need to re-appropriate community for democratic politics. 


A COMMUNITARIAN and anti-indi¬ 
vidualist perspective has emerged i n writings 
on Indian society and politics in recent 
decades. Social analysts like Ashish Nandy, 
ParthaChattetji, Sudipto Kaviraj.TN Madan, 
and others have not only mounted a strong 
critique of what (hey consider have been the 
dangerous consequences of trying to under¬ 
stand Indian society and politics through the 
lens of alien and iitdividualisi categories, 
(hey have also argued that we need to award 
some kind of political recognition to the 
community linkages and loyalties which may 
still exist in people's thinking and practices. 
The revival and strengthening of community 
has been put forward as a way of coping with 
the increasing alienation and violence of 
social life in India, and as a way of bringing 
us hack into relationship with our cultural 
traditions. It is this perspective which I will 
examine in this essay. 

The group of thinkers whom I have termed 
Indian communitarians - not a term which 
they would use to describe themselves - 
form only a loosely related set of thinkers 
but I argue thatthey share certain orientations 
and concerns with each other and with 
communitarian thinkers in the west which 
justifiesthc label. Some of these oriemations 
shared with philosophers likcCharlesTaylnr 
would include a critical attitude towards 
western modernity and caution regarding the 
values of the we.<>tem enlightenment which 
include liberal and secular values. Where 
Indian communitarians might differ from 
western communitarians however, would be 
in their insistence that colonialism and 
impcrialismand racism also were constitutive 
of modernity. The political project of 
communitarianism in the west has been to 
counter the individualism and alienation of 
modern life by rebuilding community 
networks and restoring to people the sense 
of a shared moral universe. Communitarian 
thinkers in India would, by and large, share 
this oriemation. The politics of difference, 
the project of restoring communities as 
political acton, and of giving voice to the 


subaltern seem to constitute three of their 
political priorities and it is in relation to these 
goals that I will discuss them in this paper. 

Much of the power of communitanan 
critiques of colonial modernity and of the 
middle classes which became the bearers of 
modernist values, comes from the way in 
which they have framed theircritique. Unlike 
some other critiques of the colonial state 
they have targeted not only the colonial state 
hut also the middle classes who were the 
intermediaries, as they see it, between the 
colonial .state and the ordinary people. The 
role of the westernised middle classes has 
been much debated by historians of colonia] 
India and there is some continuity between 
those debates and the writings of social 
scicntisLs like Partha Chatterji and Sudipto 
Kaviraj.' Bui they have extended their 
analysis into the post-colonial period. The 
post-colonial state, they argue, has tried to 
complete the homogenising project of (he 
colonial state, refusing to recognise di fferetKc 
and privileging the legal status of citizenship. 
Partha Chattciji has argued that ami-colonial 
struggles did leave some space for the 
articulation of difference even while they 
fought for equal citizenship in the public 
sphere established by the colonial state.There 
was an attempt to protect a sphere of indige¬ 
nous culture from the influence of western 
modernity and in this sphere collective cons¬ 
ciousness was organised around community 
lies. It was in communities that Iheauihemic 
indigenous culture was preserved. He has 
made a plea for the political recognition of 
community today.^ Communitarians, 
whatever might be their other dinerenccs. 
have made a link between community cons¬ 
ciousness and indigenous culture and this has 
supported their polidcal project of reviving 
communities as political actors today. 

Although Indian communitarians have 
been somewhat reluctant to offer concrete 
proposals for the restructuring of Indian 
society they do of fer hints about the possible 
shape of an alternative, and belter aociety. 
The hints we get are about the need to build 


on the enduring civilisational valuea of the 
society, aiul to try and restore some of the 
practices of the past In this essay I will 
explrae the kind of political alternatives to 
modernity which have been suggested by 
communitarian critics of modernity in India, 
raising questions about the kind of politics 
it could generate, and the extent to which 
they have been able to justify their claims 
to pul forward a more people-oriented social 
science. I do not want here to enter into 
another critique of colonial discourseperse, 
wc have had enough of those, but will focus 
instead on the kind of political alternatives, 
implicit nr explicit, tobe found in the writings 
of Indian communitarians, since it is in thw 
alternative visions that we may find a 
reflection uf the implicit politics of their 
project. I will start with a discussion of two 
concepts which have played an important 
part in their writings - the concept of 
community, and of the subaltern and his 
resistance. I will also look at the reccM 
communitarian intervention inthc secularism 
debate to address these questions. Secularism 
exemplifies for these thinkers many of the 
qualities which they associate with the impact 
of modernity in India - rationalism, the 
attempt to perceive Indian society through 
the lens of western and alien concepts like 
citizenship and equality, and neglect of 
traditional community values and identities. 
Moreover, while discussing secularism they 
have also been Ird to articulate their 
alternative to it. Therefore, the secularism 
debate encapsulates many of the concents 
which I have raised. 

It is noteworthy that there has been a 
tendency among Indian communitarians to 
appropriate post-modem and post- 
structuralist methodologies in their critique 
of colonial modernity. It is not difficult to 
understand some of the attraction for social 
scientists in the post-i >klonial world of post¬ 
modern critiques of modernity since many 
of its assumptions seem to sp^ directly to 
the colonial experience. For instance, 
experience of the poit-colooial state as an 
alien and violent and invasive institution 
could easily find an echo in some of the 
statements of coniemponry philosophers like 
Lyotard. Fiirther, experience of the chums 
of the colonial powers to represent the forces 
of progress and universal values would 
predispose social scientists in the post- 
colonial world to be sympathetic to the post¬ 
modern defence of difference, whiile 
European philosophers might find in Nazi 
atrocities against the Jews the snpreine 
example of state violence to suppress 
diffe>ence,li>diansoci]Jsciemistshavedtatwi 
on this as part of the experience of mankiiMl 
and use it to draw attention to the vkileaoe 
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of the nation-state in their own todetiei. 

Although it is possibly on account of shared 
concerns that some social scientists may 
have appropriated concepts and theories 
develop in the west to analyse Indian 
society but they have also defended this on 
the grounds that they provide better insights 
into Indian society than is possible within 
the modernist paradigm. It is in relation to 
such claims therefore that they can be 
assessed. For instance, responding to 
criticisms made of such appropriations 
Dipesh Chakrabaity has defended the critique 
of enlightenment rationalism made from post¬ 
modern perspectives.' Using the example of 
modernist understandings of religion as 
comprising ideology or superstition, he 
argues that modernist rationalism can never 
comprehend the character of religion in India. 
In fact, scieniinc rationalism was introduced 
into India to counter religion in general, and 
Hindu religion with its reliance on 
‘superstition’ and ‘magic’, in particular. This 
misirustof reiigion flowed into secular Indian 
scholarshipparticularly Marxist social history 
and created blindness to certain aspects of 
life in India. The problem is that “we do not 
have analytical categories in academic 
discourse that doj usticc to the real, everyday, 
and multiple connections we have to what 
we. in becoming modern, have come to see 
as non-rational.”^ The post-modernist notion 
of difference, he implies, offers a better 
possibility of comprehending the complex 
reality which is India. 

’The concept of difTcrence was articulated 
by post-modernist thinkers like Derrida with 
reference to the highly individuated post- 
industrial societies of the western world. 
Opposing modernist universalism which 
emphasises the equal dignity of individuals 
and puts forward the ideal of autonomy, the 
concept of difference has been used by them 
to emphasise the uniqueness of individuals 
and groups and the ideal of authenticity. 
Indian communitarians haveu.sedthcconcept 
to draw attention to the pluralism of social 
life in pre-modem India and to contrast it 
with the homogenisation implied in the 
concept of citizen introduced by the colonial 
and post-colonial stale. Some of them may 
even hope to replace modemi.st structures 
with some version of that pluralism. Whatever 
may be the insights which may become 
possible through the use of new approaches, 
we need to remind ourselves of a poi nt much 
stressed by communitarian thinkers 
themselves - namely, that the transplanting 
of concepts from one social context to a 
different one requires considerable caution 
and sensitivity. Post-modernism in Europe 
represented less an alternative to modernity 
than a critical perspective on it. Both 
modernity and post-modemity form part of 
the European tradition. But this is not the 
case in India and therefore the tendency of 


Indian social scientists to look to the pre- 
modem rather than the post-modern as the 
other of colonial modernity. Hence in Indian 
critiques of colonial modernity there is 
reference to an indigenous, pre-modern 
alternative which is neither modem nor post¬ 
modern. But there ore serious difnculties 
with this kind of transposition. It raises 
questions regarding the politics of the 
enterprise and chaigcsof nativism, and worse, 
have been made against critics of modernity. 
Sensitive to such charges, theorists have 
now aigued that the authentic values of pre¬ 
modem India were embodied in community 
traditions and practices and that the bearer 
of these authentic values in the contemporary 
period is the subaltern. Thcrerore the critique 
of modernity they claim has a radical intent, 
since it aims to restore agency to the subaltern 
who has been neglected i n mai nstream social 
science in India. ’This makes the link between 
communitarianism and the subaltern which 
I hope to interrogate. 

Thk Politics of Difference 

The distinction between indigenous and 
alien runs deep in the writings of 
communitarians and has influenced the 
character of their analysis. Communitarian 
thinkers have relied on the distinction 
between indigenous and alien to identify 
within our culture the more authentic 
elements. The indigenous seems to represent 
for them what is authentic while the alien 
is associated with ideas and i nlluences which 
have been introduced, usual ly by a dominant 
power like the colonial power, and which 
have nut become integrated into our social 
and cultural life. Post-enlightenment thought 
in Europe and the institutions of liberal 
democracy would count as examples of such 
alien influences. Signiricanily enough, the 
indigenous has been conceptualised in the 
main, in cultural terms. Further, culture has 
been associated with the ideational, a matter 
of consciousness, with the relationship 
between the ideational and material aspects 
of social life left generally uniheorised. 
Certainly the concept of class would not be 
acceptable to them to analyse this relatioKihip 
although community practices might be put 
forward as the site in the ideational and 
material aspects of culture come together. 
Authenticity then has been discussed in 
terms of a ’cultural fit’. As argued above, 
the subaltern voice represents for com¬ 
munitarians the authentic voice of the I ndian 
people, relatively uncontaminated by alien 
influences. They have worked with the 
dichotomies alienAtidigenous, mwtern/pre- 
nx>dem, elite/suballen), often superimposing 
one on the other so that the indigeift>us and 
pre-modern become equated with the 
subaltern for whom they claim to speak. 

The subaltern constitutes the other of the 
prime target of communitarian critiques. 


namely, the woteniiaed. urban mkhBa clan 
(WUMC) produced by colonial rule, 
deculiuied, alienated, politically dangerout 
It is difficult to overiook the role played b, 
the opposition between these two coiuliueti 
incornmunitarin writings. Ofcotine,neithei 
subaltern nor WUMC could embody puie 
indigenous culture or pure alien culture anc 
communitarians, someof whom have written 
with sensitivity about the nature oi 
intercultural interactions, could not but be 
aware of this. But in order to emphasise theii 
opposition to the WUMC and to distinguish 
themselves from that animal, they havetendec' 
to overemphasise the distinction betweer 
indigenous and alien, thereby falling into the 
same trapof reflectingorientalist perceplionL 
about Indian society of which they have 
accused the WUMC. When the indigenout 
is equated with the authentic and the authentic 
with the pre-modem the issire becomes more 
complicated. Conscious of the danger ot 
claiming that the real India is pre-modem, 
phrases such as 'Hindu modernity' and 
'Indian modernity’ have been sometime: 
used. These would presumably be forms of 
modernity which arc in keeping withourcul- 
tural traditions. Thcreis also more recognition 
now that there can be no going back to the 
pa.sl. and the modernity, whetheroflhe Indian 
or western variety, has become part of contem¬ 
porary India. But their mode of analysis has 
yet to come to terms with these changes. 

An example of the indigenous posed as 
a domain of cultural authenticity may be 
found in Partha Chatterji’s discussion of the 
national movement.’ Chatteiji has written 
about the closing off by nationalist elites in 
the 19th century of the inner area of culture 
from the influence of modernity as 
represented by the colonial state and the 
institutions it was introducing into India. 
’The more nationali sm engaged in its contest 
with the colonial state with power in the 
'outer’ domain of politics, the more it 
displayed the mark of essential difference 
so as to keep out the coloniser from the inner 
domain of national life and to proclaim its 
sovereignty over it’’.* ’The inner domain he 
writes about was the domain of the spiritual 
and cultural. ’The spiritual domain, he 
maintains, did not coincide with the sphere 
of civil society created by the coloniser and 
it wasembodM in institutions like the family, 
and in art and literature. By trying to protect 
the spiritual domain from homogenisation, 
nationalism attempted to draw on indigenous 
cultural resources to preserve the principle 
of difference, difference as represented by 
the multiple afTiliations of people embedded 
in different communities and life practices. 

The metaphor of 'closing ofT the culture 
to alien influences is a powerful and 
suggest! ve one and Chatteiji has quoted from 
the history of institutions like the family, and 
drama, and art, in 19th century Ben^ to 
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ni{)(iorthii«rip>inent.ItithQwami approved 
western models were rejected and attempts 
made to creatively evolve alternative forms 
of an indigenous mode of modernity. He 
thus evokes a domain of the inner spiritual 
being of the people on the basis of evidence 
drawn in the main from Bengal, and by 
analysis of a text, or texts, biographies, or 
even analysis of fictional characters. What 
does not seem to fit into European forms of 
the arts in question and retains traces of 
Indian practices would qualify as evidence 
of the 'closing off he has postulated. This 
interpretation is debatable and would in any 
case need to be based on a far wider range 
of examples drawn from difrerem regions 
to be generalisabic but it is in line with the 
general tendency of communitarian writings 
to relate the indigenous with the authentic 
pre-modern. Moreover, the notion of an inner 
domain of a people echoes the spirit of 
romantic idealism and carries with ii the 
possibility of conservative, if not 
fundamentalist, interpretations. It is also 
familiar to us because of western notions 
regarding theesseneenflndianculturc being 
expressed through its spirituality which were 
circulating even in colonial times and which 
were embodied in the indological tradition. 

A further aspect of Parlha Chatlerji’s 
critique of modernity is to be found in his 
critique of the nation-state, panicularly of 
the post-colonial state. The nation-state he 
writes, attempts to homogenise people in 
terms of the idem ity of equal ciit/enship and 
it does not allow I'orlhc possibility of cultural 
identities developing ouLsideihe problematic 
of nationalism. In the colonial penod nation 
tried to equate state and nation and people 
to oppose the colonial power in the public 
realm. But different, powerful and authentic 
achievements of anti-colonial nationali.sm 
were often outside that realm and a different 
set of subaltern actors were prominent here, 
such as women, outcasts, peasants. They 
used mure creative forms of struggle to 
establish a /.one of hegemony outside the 
intervention of the colonial state. “Indeed, 
the opening up of the whole problematic of 
the nation^ project within and outside the 
domain of the stoic makes it possible tor us 
now to make the radical suggestion that the 
cultural history of nationalism, shaped 
through its struggle with colonialism, 
contained many po.ssihilitics of authentic, 
creative, and plural development of social 
identities that were violently disrupted by 
the political history of the post-colonial state 
seeking to replicate the modular forms of the 
modeni nation-state."'The post-colonial state 
attempts to colonise all dissenting voices hut 
iheetMcal domainofeummunity still remains 
a contested area. 

The theme of the homogenising character 
of nationalism is a familiar one in 
communitarian writings and it has also been 


developed In relation to critiques of 
develo{Wnl. and related isnies. 1 would not 
discuss these critiques here except to point 
out that the issue of identity formation is a 
complex one and that changes in the self- 
perceptions and group affiliations of people 
could not constitute an autonomous process 
but would reflect other social changes which 
might be taking place in society. But in 
communitarian writings the trend is for the 
issue of multiple cultural identities to be 
discussed in terms of consciousness. Nor is 
consciousness related to the complex 
political, social and economic changes which 
must have been taking place at the time in 
India under the impact of colonial rule and 
which must have influenced more than the 
WUMC. The material aspects of culture get 
little mention in such analyses. Chatteiji’s 
point is a limited one of contrasting the 
homogenising tendencies of the nation-state 
with the pluralism of Indian culture hut by 
posing the issue in this way it has been 
possible to discuss culture without 
confronting wider issues concerning identity 
formation and social change. Further, his 
critique of nationalism tends to identify 
nationalism with one. admittedly dominant, 
.stream of nationalist thought andthc subaltern 
has been presented as turning away from this 
nationalism to the sphere of community 
practices and the alternative identities which 
they might generate. It is possible however 
that subaltern groups mighl not accept this 
interpretation, in recent years at least their 
political thrust has been not so much to reject 
elite nationalism as to try and appropriate 
it and refashion it in their own terms. Some 
sociafscientists have suggested that this was 
also the case with many subaltern movements 
in the colonial period.' 

The is.sue of communities and community 
cun.sciousncss is central to communitarian 
critiques of modernity. These issues have 
been discussed at length by subaltern 
historians like Ranajii Guha in relation to 
the peasantry and peasant consciousness.'' 
Both subordination and assertions of 
autonomy characterised peasant conscious¬ 
ness and the community constituted the space 
whcreihisconiradicioryconsciousnesscould 
express itself. Partha Chatteiji has added that 
communities could also form the site of 
stntggles which took place not only in the 
Icgal/political field hut over the entire range 
ol social relations."’ The differentiating 
principle of peasant insurgency was 
community consciousness, a consciousness 
charactcri.sed hy the unity of separation and 
mutual dependence of the parts although the 
actual practices of communities could fall 
short of this ideal. But introduction of 
bourgeois ideas of legal equality in tbeposi- 
colonial period have only led to the parts of 
a community, such as caste groups, trying 
to compete over secular demands on the 
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state. This is an observatioti which would 
recet veagreement from othercwnmuniiarian 
thinkers as well." Chatteiji has argued that 
we need to search for concrete forms of 
democratic community that are based on 
neither the principles of hierarchy nor of 
bourgeois equality, and “there does exist a 
level of social life in which labouring people 
in their practical activity, have constantly 
sought in their common sense the forms, 
mediated by culture, of such community''.'' 
He al-so suggests that phenomena such as the 
wide swings in voting behaviour exhibited 
in some elections in the post-colonial period 
could also perhaps be interpreted as signs 
of emergent peasant consciousness 
expressing itself in new form.s." 

It is a recurring theme of Indian communi¬ 
tarian thinkers that cultural identities are 
associated with communities which represent 
for them an indigenous non-modern form of 
collectivity. The indigenous culture, it has 
been claimed, has survived in the practices 
of communities which have managed to live 
in the popular experience and memory in 
spite of the introduction of new political 
institutions which do not recognise com¬ 
munity and new identities suchascitizenship. 
When equal rights and citi/enship became 
the principles of the public space ail alter¬ 
native identities and affiliations were banis¬ 
hed from the state. Therefore to defend and 
revive community can be a step towards pro¬ 
tecting difference within the state and they 
believe that communities could play a useful 
political role even in the society of today. 

It is difficult to gr< a clear idea about whitt 
is meant by commu.~.ity in such theories. For 
some thinkers religious community consti¬ 
tutes the clearest example of a community. 
Caste has also been implicitly defended as 
an indigenous form of community by others. 
'External' critiques of caste ma^ from the 
pcrspectiveof bourgeois ideology have been 
derided and it is suggested that the reality 
IS something different. What docs come 
through in the workoi' ;nost communitarians 
is a sense ol loss regarding the solidarities 
of the past and the shared moral vi sion which 
they claim exi sicd within communities. Pre- 
modem India seems to provide for them a 
historic example of such a lost world in 
which respect for the different afliliitions 
of people resulted in a teasonably high degree 
of inicr-group idcfance. A pram which has 
been stressed by many communitarian 
thinkers is that in the pre-cokmial period 
community boundaries were more fimy and 
fluid and that it has been an unfortunate 
result of the introduction of modern 
insittutions like the census that this fluidity 
has been refdaced by exclusive divisions.'' 
This is an important insight but it has bwn 
somewhat overplayed in the work of 
communitarians, being made to bear much 
of the burden of their argumenu a^dml the 
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codifications and violence of the colonial 
state. In contrast to such codifications, 
community is presented by communitarians 
like Chatteiji as an area of freedom, freedom 
as he puts it. to express oneself not in terms 
of rights and legal safeguards but through 
the rhetoric of love, and kinship atul duty. 
A codified sense of community often had 
the effect of subverting the collective 
consciousness based on bonds of solidarity 
generated by the everyday practices of the 
pre-colonial period. But the scnseof codified 
comnuinity links also contradicted the legal 
equality and amstitutional relationships 
upheld by the colonial state in the public 
sphere. It is the earlier sense of social solida¬ 
rity which communitarians would like to 
revie today. For Ashish Nandy fuzzy iden¬ 
tities form^ the basis of the tolerance which 
existed between local communities in the 
past and which might still exist for ordinary 
people in contrast to the impersonal and self- 
directed individualism of modem society.” 
Unfortunately, the WUMC are unable to 
recognise or respect such community ties. 

Class is a term which finds little place in 
communitarian writings except with 
reference to the WUMC. The possibility of 
community linkages being expressed through 
hierarchical structures is recognised but not 
confronted as a political problem. But it is 
possible that hierarchy may not be merely 
a contingent feature of community life in 
some cases but built into the very traditions 
in terms of which communities are perceived. 
For communitarians the fluid and multiple 
character of community identities would 
presumably be viewed as a better way of 
preserving freedom than legal equality and 
rights, or so their writings would seem to 
indicate. Moreover, individual rights could . 
give rise toaggregative communities and the 
language of minorities and majorities which 
has made it difiicult for us to develop an 
inclusive notion of nationalism.'* For 
communitarians individual rights and 
community represent concepts difficult to 
reconcile. It is at this point that questions 
arise regarding the politics of their project. 

A case could certainly be made for providing 
some space for community ties in social life 
and most states today are more than ready 
to concede this. In fact, it is amazing how 
extensively the language of communities 
has entered official discourse in many 
countries today including our own. The 
corporate world also is sensitive to the need 
to recognise community based attitudes and 
behaviour pattems. To that extent capital 
does not seem to be necessarily hostile to 
community provided social solidarities can 
be used to the benefit of capital. Thus 
Chatteiji’s strongly expressed view that 
community and capital are opposed and that 
community is feared today b^use it could 
pose a threat to the sovereignty of stale and 


capital would need to be at the least 
m^ified.'' But all this only underlinea the 
urgency of ensuring that ri^itt are protected 
within and between communities. The 
political and theoretical challenge today may 
thus be to reconcile rights and community 
rather than to view them u opposed conoqits. 
True, there are difficulties in doing this but 
(he attempt to reconcile them couk) lead ui 
to reconsider both our conception of rights 
and of community. 

If we examine the notion of the subaltern 
who, apparently relatively untouched by 
colonial modernity, is given prime 
importance by Indian communitmians, we 
find that the subaltern retains only a shadowy 
presence in their work. The issue of tlw 
subaltern and his or her voice has been 
extensively debated in recent years in 
connection with the work of the subaltein 
historians, Especially with regard to the 
second generation subaltern historians, the 
issue of who constitute the subaltern, and 
whether their voice can be heard, has 
provoked a great deal of critical discussion. 
Even without going into the details of the 
debate it could be said that the notion of the 
subaltern has been changing in such works, 
and the influence of new methodologies of 
research has altered the earlier agenda of 
making thcsuhalteni, en vi.saged as relatively 
neglected and silent in mainstream historio¬ 
graphy, more visible and audible. For 
‘subaltern’ historians of recent vintage like 
Cyan Prakash or Cyan Pandey the task of 
the historian is not to 'speak for’ the other 
but to methodologically privilege it and to 
try to identify the subject positions of the 
subaltern which could serve as the possible 
source of alternative discourses. This seems 
to be fairly reflective of the concerns of 
communitarian writings as well. The indi¬ 
genous and authentic seem to represent for 
them two impoitantdimensions of the subject 
of the position of the subaltern. Other aspects 
have not received the same kind of attention 
as these. But not only might contemporary 
politics i n India make us question the notion 
of the silent subaltern, it should also make 
us think again about the depiction of the 
subaltern as the repository of authentic 
culture. Subaltern movements themselves 
might question this depiction since it docs 
not recognise their demand for change in the 
culture and it would be difficult to ignore 
the struggle over cultural symbols and 
representations which subaltern move-ments 
like dalit movement are conducting today. 
Moreover, an undifferentiated idemity of 
subaltern seems to make little sense toduy 
in the face of the numerous diviti^ which 
have emerged within subaltern movements. 
These of course are questions which were 
not among those addressed in communitarian 
writings but such questions should make us 
even more cautious about the somewhat 


romantic notion of commiinlty and au b al tem 
they have worked with. CbmmunltariM 
writings are in any event, not addreued to 
the subaltern though they claim to speak for 
them. 

The inadequacy of (fiicussioiit of subaltern 
resistance may be due, at least in pan, to the 
limitations of the theoretical frameworks 
within which theorists of the recent geoerstion 
of subaltern historians have worked. 
Resistancein particular, isaconcept difficult 
to accommodate within the Focauldian 
theories of power filtered through Edward 
Said, which ha ve been in voked. FbrPoucault, 
culture occupied a mediating level between 
primary codes and scientific knowledge, 
embodying interpretations, resistances, 
historical experience, values, in other words, 
the whole life world." Therefore there can 
be no possibility of resistance through 
collective acts, liie capillary character of 
power relations allows particular acts of 
resistance at the local level but no frontal 
attack on power structures. Within this 
fnunewotk it is not the nature or content of 
the imposed codes and disciplinary 
mechanisms which express power but the 
very factof thririmposition. Hence resistance 
can only take the form of trying to articulate 
counter codes and it could only be from 
within the particular language game which 
constitutes the discourse. The Foucauldian 
influence has encouraged some social 
scientists in the post-colonial world to find 
hope only in indigenous discourses which 
have remained relatively untouched by the 
colonial influence and which could constitute 
a counter discourse to colonial discourse. 

A weakness of Foucault’s notion of power 
and resistance, and one which is shtued by 
other post-modern philosophers like Derrida, 
is that neither power nor resistance are 
interpreted with reference to a wider 
theoretical understanding of the structures 
of the social system. The tendency is to 
conceptualise the social whole in cultural 
terms and post-modern philosophers have 
explicitly rejected the language of political 
economy or sociology which would have 
allowed them to do so. This has left thdr 
notion of resistance weak. To analyse 
resistance it would be important not only to 
interpret codes and meanings but also the 
social context in which acts of resistance 
take place. This would include the need to 
inler^ responses and action pattems in 
relation to the economic and sodtj structures 
which determine the available options and 
their relative value for the subject. But such 
analysis would not be possible withbi the 
Foucauldian framework. This perhaps 
accounts for some of the limitations of this 
mode of analysis for understanding the 
relatioiu between coloaiser and colonised, 
subject and master, bt particular, it seems 
to deny agency to the subaltern. 
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A positive contribution of the post- 
stnictiiiiJitt end post-modemiH appioaches 
adopted by communitvians has been that 
they emphasise the impoitiince of analysis 
from the vlewpoi nt of the subject taking into 
account shared meanings, available sources 
of infoiniation and powerful contemporaiy 
texts. This ceitainly has the potential to 
produce richer analysis. But it is likely that 
it may contribute more to the understanding 
of subordination than of resistance, open or 
concealed. Another strength of such 
approaches is that they emphasis the need 
to consider the social context of actions. But 
as I have argued earlier, their analysis of 
social context has its limitations. In particular. 
I would mention the need to have some 
theory in terms of which the relative 
importance of different contextual factors 
could be understood. But these thinkers have 
explicitly rejected any such theory. Therefore 
the relation between text andcontext remains 
unspecified in their work. 

Communitarians and Setiiuasism 

Communitarian interventions in the 
secularism debate have been significant 
because they have been able to give a new 
direction to an old debate in which the two 
protagonists and their respective argument!, 
were well known. The protagonists were 
secularists and communaJists and the debate 
was often conducted as if nobody could be 
neutral in the struggle between them. 
Communitarians have questioned this 
assumption and have taken a position which 
they claim it an alternative to both the others. 
To some extent they have therefore been able 
to revitalise the debate, pointing out some 
of the weaknesses of both secularists and 
communalists and provoking them to 
strengthen their arguments. But I will argue 
here that in spite of this contribution, since 
their interventions here also rely on the notion 
of indigenous community traditions which 
are RKire genuinely pluralistic and which arc 
embodied in the sutwliem, their views about 
secularism exhibit the same kind of 
limiutioiis at have been discussed above. 

Communitarians have argued that both 
secularists and their opponents represent 
mirror images of each othff. Both reflect (he 
influence of ideas associated with western 
modernity although communalists may 
reflect these ideas in pathological form. 
Communitarians have frequently reminded 
us that these ideologies are alien to our 
society Siecularitm emerged in the west as 
the ideological dimension of the processes 
of secularisation which were taking place in 
society in the early modem period. Secular 
ideology was about replacing the notion of 
agod'gulded universe with humanist values. 
Secularism believes that morality should be 
based on the well-being of mankind in this 
world. In a Ailly seculariied society, if such 


anywhere exists, religion would be 
consideted a nutter of penonal faith and 
private practice. A secular itate then would 
be one which maintains a strict ‘wail of 
separation' between state and religion. 
Cornmunitariaru argue that India at least 
cannot qualify as a secularised society, nor 
the Indian state as a secular state. Secular 
ideology therefore cannot but be alien and 
inappropriate for oiganiting social life in 
India. Iliis perhaps accounts for what they 
feci are the failures of the secular state in 
India and they argue for the need to evolve 
institutions and state strategies which would 
be more in tunc with our indigenous values 
and cultural practices. 

It is irnpoitam for the communitarian 
critique of secularism that secularism is 
defined in a somewhat literal way and as 
representing a peculiarly western ideology 
with associations with Proiesiam Christianity. 
It is the godlessness and rationalism of 
secularism which constituted the original sin 
to which can be traced most of the evils of 
modem life from Nazism to communal 
violence in India they feel. They sec no 
necessary connection between secularism 
and other enlightenment political ideals like 
equality or liberty nor do they seem to 
envisage the possibility of secularism being 
important for the ortHnaty people. We need 
'to remind outselvcs here that there have 
always been rationalist and atheistic strands 
of thought in Indian thought.'* Rationalism 
has coexisted with religion in the Indian 
tradition m it has in the west. Moreover, 
rationalism has been used from time to time 
as a fighting faith by subaltern movements 
trying to subvert upper caste dominance, as 
in the case of Periyar and the Self-Respect 
movement. But communitarian critics who 
have tended to work with some of the same 
kind of dichotomies which they associate 
with Enlightenment thought, faith vs reason, 
autonomy ys authenticity, have pot given 
consider^on to such phenomena. 

Communitarian critics of secularism could 
not be accused of being fundamentalist in 
their understanding of religion nor opposed 
to all liberal values. As such, they should 
share more ground with secularists than with 
communalists. Yet it is interesting to note 
that the focus of communitarian attacks have 
been on secularists and the secular state in 
India and communalism has received 
relatively little attention. It is possible that 
this is because they feel that communalism 
is almost being kept alive by the way in 
which it has been d^ined by secularists. But 
it would also seem to indicate their 
disapproval of the respectability acquired by 
secularism M the official itate ideidogy and 
theiroppositioti to secularists who have been 
equated with the WUMC.’* Even so, the 
sound and fiiiy of communitarian attacks on 
secularism deMpre attention. 


If secularism and the secular state have 
only caused grief to India the question 
naturally arises about possible allomatives 
to it Communitarians have been somewhat 
reluctant to offer concrete suggestions about 
the restructuring of Indian society although 
bints about the possible shape of an 
altemati ve, and bettm, society do emerge out 
of the critique of secularism and modernity. 
Ashish Ni^y for instance, has strongly 
argued that secularism^ is a statist ideology 
which leaves scope for the political 
manipulation of religion and we should rely 
instead on the common sense of the people 
whichisanti-indivi dualist and anti-modera.^' 
Thai secularism in post-colonial India has 
been a statist ideology is a point worth 
reminding ourselves about. Secidaristshave 
unfortunately sometimes been too 
complacent about invoking the state in 
defence of what they consider secular goals 
and in the process have found themselves 
implicated in unsavoury aspects of slate 
politics. They have also, from time to time, 
pursued secularism as an independent 
political goal and tried to locate heroes of 
secularism defined i n those terms. Longewal. 
Mulayam Singh Yadav and Laloo Yadav 
have been selex^ at different times (hough 
subsequently dropped from (he pantheon 
because of their failures on other fronts. But 
these are not necessarily faults of secula ri s m 
but of the way in which it has been interpreted 
and we ne^ alto to consider whether 
secularism, by its very nature, can only be 
a statist ideology imposed on a population 
for whom it will always remain alien, which 
is what has been daimedby oomnumitariav. 
It is this aspect of their views reganUng 
secularism which needs to be examined. 

in communitarian writinpibeindigenous 
notion of tolerance between (religious) 
communities has been defended u an 
alternative to secularism but with very liitie 
examination of the actual situation on the 
ground in differem parta of the country. We 
need to inquire on wbai this tolennoe rould 
have been ba.sed? In some caies it m^ht 
have existed in the context of difle r e a o BS hi 
the relative power oflocalcafnmunitieiwkteli 
were not then challenged terioualy. Bach 
part of India hat bad a different experience 
regarding inter-group rdatioos anddiflcient 
arrangenients have been worked out. DM aU 
of which might have been entirely ftce of 
coercion. It is doubtful ther efo re whether h 
could be very helpful to talk ibow an 
indigenautconxptoftolennceinlbealMiact 
without considering such negotiations. 
Communitarians have beea able to avoid 
asking such questions in port because they 
have discussed both accularisai aad 
communalism at ideologies, a tuatier of 
consciousness. Their diacuttioas have on 
the whole remained at a Ugh lavel of 
abstraction and genenli^. Mtoteover. tiw 




pulcmicai t^raclerof iheir writings and the 
targeting oflheWUMChasdivcited attention 
from those aspects of their critique which 
could at the least have provoked some 
dispassionate discussion about the politics 
of identity formation and other related issues. 
Given the ferment in Indian politics today, 
the nse of competing subaltern movements, 
the challenge they pose to traditional social 
hicnirchiei, and thought systems. 
communitarian argumcni.s about the 
arrangements of the past and about the 
sulialtcm as embodiment of authentic cul lure, 
might nut apfieal either to those termed 
subalterns, or to other clu,sscs in society. 

One ot the most sophisticated defences of 
rccognisingreligious community as political 
actors in the stale today ha.s come from 
Partlia Chaircrji ■’ Commenting on the kind 
of problems likely to ari.sc if we try to 
accommodate community rights in a liberal 
state he argue.s that wc may need to move 
away from some aspects of liberal theory. 
Instead of giving the state the main role in 
defending individual rights and freedom, wc 
could transfer .some state powers and res- 
ponsihililics to communities. Both slate and 
civil .siKieiy may be permeated with power 
and Chaticiji offers n concept of political 
.society which could accommodate commu¬ 


nities as well as individuals, heanstf endan¬ 
gering individual rights may be unwarranted 
.>nd wc .should rely on the good sense of the 
people to evolve democratic procedures for 
decision-making within communities. 

A number of questions arise regarding this 
somewhat astonishing proposal. Writtenas 
it was with reference to 'the problem of 
seculansm in India, it is religious commu¬ 
nities which he must have had in mind. It 
has been an old belief dating back to colonial 
times, that in India religious communities 
al.so represent unique cultural entities. They 
may shaie some practices with other religious 
communities but have also developed a cul- 
uircofihcirown which rcflccis the tramework 
of the religion concerned. Communitunans 
like Chatterji soem Co subscribe to this belief. 
Further, in spite of discussion about ihc 
fiii/.y nature of community boundaries m 
pre-modern India, they often tend to work 
with a model of communities as bounded 
entities. Partha Chaiierjt could not have 
envisaged devolving senous |kilitical powers 
to communities tfihis were nut thecuse. But 
it is not only the WUMC who might find 
it difficult to accept his propo.Mtis. So might 
al.so the .subaltern who has often enough in 
Indian history been the victim of the 
manipulations of religious leaders and 


dominam castes and who might find in' 
individual rights a safeguard against such a 
possibility. One might also add that bringing 
religious communities openly onto the 
political scenecouldhavc theoppositeefTect 
to recreating the tolerance of the past which' 
communitarian thinkers have defended. 

T N Madan is one of the thinkers who has 
argued at some length that secularism will 
always lemain alien in India and can never 
develop local roots because it envisages a 
separation between the realms of the sacred 
and secular which i.s different to that found 
in Indie religions. In his recent book Madan 
has discussed at length the relations between 
sacred and secular us embodied in diflcreni 
religions.” In Christianity a potential for 
compart mcntalisation is built into the religion 
and thi.s provided ideological .support fot the 
processes of secularisation which look place 
in the west in the modern period. But in Indie 
religions the case is uthcrwi.se. I lence, even 
though some .secularisation has taken place 
in Indian society, we lack the ideological 
resources to understand i(. As he has 
reiterated, what exists only empirically but 
not also ideologically can only exist weakly. 
This i.s the explanation which he offers for 
the failure.s of secularism and the secular 
state in India and gives him the base from 
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wMch he defends the tolerance of the past. 
He does not ofTer us much hope that that 
tolerance could be built again today. 
However, he has discussed possible 
alternative forms of pluralism within the 
tradition which could possibly he used to 
develop a different model of inter-gmup 
relations. One such is (he radical pluralism 
he finds in Gandhi, that is. to try and explore 
the truthsin all religions. Anothcrisembodied 
in the Advaitic tradition, diversity within 

unity, inother words. A numbcrofimportani 
and provocative issues regarding the character 
of different religions are raised in his work 
hut few concrete proposals for political 
restructuring since the problem has been 
discussed in terms of ideologies and 
consciousiic$.s. again based on a .somewhat 
idealist understanding of culture. He argues 
that in India the cultural worldviews 
embodied in religions constitute tlie cultural 
context m terms of which we perceive our 
world and they .set the limits of the kinds 
of strategies which can be evolved tor 
ordering intcr-religious relations. He docs 
not elaborate regarding the possible 
institutional changes which might be needed 
to establish new and more culturc-fnendly 
strategies as an alternative to secularism in 
India. Ificre are of course u lew hints us in 
his comments about the consequences of 
trying to create a public sphere .separated 
from religion in a country like India, about 
the political manipulation of religious 
sensibilities, and about the problems arising 
out of minority rights- they haveconinbuicd 
ciH)rmou.sly to the .strengthening of inward- 
looking, communal feelings and obstructed 
the spread of nuxlcm. secular education and 
attitudes among the ciiliural minorities.'' He 
would have u.s substitute a clearly defined 
religious pluralism lor a narrow scculan.sm 
and explore India's cullural traditions for 
suitable ideas in this regard-' hut his strong 
critique of western modernity, secularism, 
rationalism, and liberal democracy coupled 
with only hints about that should replace 
them, might send ambiguous messages about 
where his sympathies lie. 

The urgent political issue in India today 
is not so much about whet her the Indian state 
could be termed .secular according to some 
definition of secularism derived from western 
experience, hut about managing the many, 
intersecting, divisions in the society and the 
kind of social violence they arc generating. 
Communitarians have taken great care to 
avoid reductionist interpretations of 
communalism which held nut hopes that the 
phenomena would dissolve as society became 
more modernised and egalitarian. Tliey have 
also been wary ut the materialist assumptions 
of Marxist socialism. Bui in the process they 
have tended to ignore the possible links 
between power and hierarchy in society and 
communal violence, preferring to annhute 
this to the attempt to foist secular 
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arrangements on the society. All 
communitarians seem to be agr^ that 
secularism has failedin India,citingincreased 
communal antagonism and violence as 
evidence, as also the political manipulation 
of religion. But certain questions cin be 
raised regardingthisanalysis. Social violence 
may indeed have increased but one needs 
to ask whether it is secularism only which 
has failed or whether the increase of inter- 
group violence should not also be understood 
in the context of wider social changes taking 
place in the society, not all of which could 
he traced back to the influcnccof mndcmiiy. 
Perhaps there is need to support secular 
policies ot the state with the concern for 
related values such os equality or justice. 
Tl]i.s might not solve the problem of 
communal hostilities hut it might at least 
widen the support base of the secular state. 
The issue of social egalitarianism receives 
little attention from communitarians though 
it is only by raising such issues that 
cogimunitanans could hope to distinguish 
ihcinsclvcs from right-wing critiques of 
secularism. It is unfortunate that they have 
been silent on such issues. 

Communitarians have opposed nation and 
community unlike western communitarian 
thinkers like Wal/er and Taylor who have 
upheld republicani sm us a way o f i n vignrating 
nation-states today while they have at the 
same lime advocated greater cultural rights 
for individuals and groups within the state. 
Indian communitarians are naturally cautious 
about republicanism on account of their tears 
about increasing the powers of the nuiion- 
slale over groups and communities. But to 
give impoitonce to communities without at 
the .same time confronli ng the need for greater 
deiiKicratisation of communities and state 
and without expressing cummiimenl to 
egalitarian ideals could send all the wrung 
messages about what i s needed to strengthen 
inter-group tolerance in our society. In the 
project of trying to promote social harmony 
the WUMC. however misguided they might 
he. could possibly be seen as allies, not 
opponents. 

Communitarian writings havebeen enthu¬ 
siastically received in the western academy, 
as a glance at the prefaces of imponant 
works in this genre would bear out. They 
have beeneelebratedin India as well although 
some questions have .sometimes been raised 
here regarding their proposals. A ho.spiioblc 
climate exists in the world today for com¬ 
munitarian proposals. Liberal triumphalism 
which reached its peak after the collapse of 
communist states in eastern Europe and 
Russia has now suffered a setback on account 
ol the difficulties which many of the new 
states in the region arc facing and to which 
liberalism and capitalism seem to offer no 
easy solutions. International agencies have 
of late had to rahink some of the received 
ideasthrough which they had perceived non- 
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western sextieties and culture and community 
constitute important concepts in their new 
pereeptions. Inlndiaalsopolicy-makers have 
(umed their attention to cultural factors and 
communitarian traditions to try and find 
solutions to some of the problems which face 
the .society. In this situation, it becomes 
imponant forustoevolveanoiion of commu¬ 
nity which does not leave room for naiivist 
or sociolly conservative strategies. The way 
ahead would not seem to lie in posi ng commu¬ 
nity os an alternative to liberal individualism 
but to try to understand the differHit dimen¬ 
sions jf individual and social life in an inte- 
graie> I way. Perhaps we need to re-approprialc 
community for democratic politics today. 
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Oxfam (India) Truat is seeking to recruit a Deputy National Director 
(Programme) to provide leadership and take responsibility for strategic planning, 
programme development, monitoring and evaluation; to give direction to ongoing 
programme revievi/s and facilitate learning across programmes; to provide 
direction to and facilitate the institutionalisation of Oxfam’s capacity in the areas 
of research, documentation, networking, advocacy and disaster preparedness 
and response; to conduct issue-based networking with NGOs and institutions; 
and to coordinate with Government and international agencies on programme 
issues. 

The successful candidate will have a mature understanding of development 
issues and trends in India and South Asia, a proven commitment to gender 
and equity issues, a commitment to social justice and a substantial experience 
of both community-based work and macro level analysis. 

S/he should have relevant qualifications, a minimum of 10 years experience 
preferably with NGOs, team management experience including finance, good 
administrative and communication skills, ability to speak fluent Hindi/English. 
Women candidates are especially encouraged to apply. The post will be based 
in Delhi will require considerable travel. We offer a 5 year contract with 
reasonable salary and benefits to attract competent professionals. 

Apply with full CV and a covering letter explaining fully from your experience 
how you meet the criteria listed not later than October 17,1997. Applications 
should be sent to: Oxfam (India) Trust, Sushil Bhavan, 210 Shahpurjat, 
Behind Panchaheel Club, New Delhi 110 049. Only shortlisted candidates 
wilt be contacted for interviews to be held in Delhi during the second week 
of November. No enquiries over phone or^in person please. 
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^Machine Politics’, Slum Policies and Survival 

If Kalpagam 

Poverty, Policy and Politics in Madras Slums: Dynandcs of Survival, Gender 
end Leadership by Joop W dc Wit; Sage Publications, New Delhi, 1996; pp 305, 


Rs 395. 

INDIA'S urban residents need no intro¬ 
duction to slums and .slum litc; ihcir only 
fear is that entire cities are becoming slunvs 
with poof environmental conditions and often 
bankrupt and non-functioning municipal 
corporations. Some of our metropolises have 
built their reputations around their slums. If 
Mumbai's Dharavi slum is known for ethnic 
violence iwd poverty. Chennai'.s political 
legends would be drab without its slums. 
Perhaps no other state in the country is so 
well known for its slum improvement pro¬ 
grammes as Tamil Nadu, and biHb its early 
start and record of performance is by relative 
standards nothing to he scoffed at. Yet. for 
thc people living in the Chennai slums, the 
government's shelter policies have raised 
hopes, belied expectations, promoted .slum 
leadership and nurtured criminals. The book 
under review provides a li vdy and compas¬ 
sionate account of slum life, along with a 
rigorous and thorough analysis of shelter 
policies, their implementution and impact. 

Oe Wit seekstoexamincthe socio-cultural 
and political cnriicxt of policy conception 
and implementation. Sothe slum policies are 
examined not at a general or macro level, 
rather with reference to the panicular context 
of Chitra Nagur tpscudonym). u stagnating 
inner-city slum with a majority of dalits. Six 
themes are explored in the book - grass roots 
slum realities in Chennai, slum heterogeneity 
and its impact, the role of heal slum leaders, 
the nature and impact of policies, politics 
and its impact on local slum life and on slum 
policy implementation, and the impact of 
culture and tradition on slum life as well as 
on reactions to slum policy implementation. 

A mulliangular approach is used ro explore 
these diverse and complex issues along with 
the attempt to link social, political and 
administrati vc-technical aspects of slums and 
slum policy at both the micro and macro 
levels. A ‘dynamic actor-uriented policy 
analysis', alsocolled ‘the interface analytical 
framework’ is used lo study policy 
implementation as an interactional process 
during its transformation from a paper plan 
to a differential impact on various socio¬ 
economic groups. It is argued that ‘interface 
encounters' occur between implementing 
agencies and target groups, with the latter 
often facing access problems. Social 
interfaces arc defined as critical point,s of 
intersections or linkages between dirferent 
social systems, f^elds or levels of social order 
where structural discontinuities, based upon 
difTerences of nomuitive value and social 


interest are most likely to be found. Arguing 
(hat there are already enough reductionist 
slum and slum policy studies which neglect 
(he i nterdependence of issues like policy and 
politics, survival and gender, caste and 
housing among others, this study emphasises 
both the interdependence as well as the fact 
that the urban poor may be marginalised but 
are themselves not marginal actors as they 
are crucial to the urban economy, the uiban 
rich and to the political survival of the elites. 

The interde^dence between policy and 
politics is exposed through an analysis of 
TamilNadu’s 'machine-style' politics which 
involves brokers and mediators. According 
to (he author, ‘machine politics’ relies heavily 
on material inducements and rewards to win 
and hold the loyalty of the cadres and the 
voting public, ^though he recognises the 
role of charismatic appeal as well. Noting 
that there exist political idationsbips between 
slum dwellers and ministers, between 
officials and slum leaders and between 
politicians and business elites, the study 
examines the nature and effectiveness of 
‘machine politics' in the context of the 
implementation of slum policies. ‘Machine 
politics', the author notes, has been at the 
expense of planning and implementing long¬ 
term policies aimed at the structural roots 
of the state's problems. Two prevalent views 
on .shelter pdides in Chennai support the 
logic of ‘machine politics'. One attributed 
to Blomkvist postulates that there arc in fact 
no housing policies at all in that city, noting 
that in this context policy means “a form of 
more generalised drcision-making in which 
whole sets of decisions are considered and 
the context for decisions reviewed..., 
provided this happens from explicitly stated 
directives’’. Vaguedeclarationsofintentand 
ad hoc decisions and targets suggested that 
slum housing here should be seen in the 
context of ‘patronage logic' and not ‘policy 
logic'. The other view attributed to &henlE 
suggests that a 'modern' World Bank 
advocated policy is imposed on a traditional 
social structure making dependency 
relationships (he instrumentality for 
achieving the goals. 

In a well-written and conipact chapter 
tracing the political developments in past- 
independence Tamil Nadu and combining it 
with insights from the MIDS study of the 
Tamil Nadu economy, specially the chapten 
on employment, poverty and overall 
conclusions, the author shows the emergence 
and relevance of ‘machiiie politics' under 


MGR rule, thus controverting Che widely 
popular idea that the 'politics of illusion' 
was at play. 

This dialysis is followed by an examination 
of policies directed towards (he Chennai 
slums. While the emphasis is on its sbdier 
policies, others aimed at the shim dwellers 
in the fields of employment, education and 
health are examincxl as well. Specifically, 
the functioning of thcTNSCB or slum board, 
the main agency dealing with slums and 
slum policies is examined, and the author 
notes that the problems it encounters are co¬ 
ordination problems, corruption and lack of 
vision. The emphasis on target achievement, 
and on technical-engineering sdutions lo 
what are to a large extent economic and 
social problems the urban poor, along 
with the tack of concerted pressure from the 
poor slum dwellers have resulted in a lest 
than optimal functioning of the slum board. 
Also the diverse and conflicting private 
interests of politicians, bureaucrats, 
contractors and slum leaders negatively 
influenced policy implemenution. Tbe 
strength of this chapter lies in the detailed 
documentation of slum policies and the 
implementation problems. 

Perhaps the most insightful aspect of the 
book is the analysis detailing the proposed 
relocation of Chitra Nagar slum. How the 
authorities perceived and handled the issue 
of relocation, the manner in which the slum 
leaders of the different factional groups 
mediated with the authoritief.andthefccliiigi 
of ambivalence s.id powerlesinett tbM 
characterised the slum dwelleri' reactions to 
the relocation plans, amply testify that 
'interface' problems, slum politkt, and 
callousness ot the authorities contributed a 
great deal to the misciy and amiety of the 
slum dwellers. They were constantly mialed 
about the locttion, only to find that they wen 
ultimately offered a low-lying area away 
from the city centre lacking in the most basic 
amenities and nudeing it all the moredtffiGult 
to either Tnd employment there or to 
commute. 

One of the book's strong points is Out it 
highligliu the role of women and gender 
relations in every aspect of shun Ulc. potties 
and policy implementation. The study 
recognises that in most shim housettoUs 
women are the managers ensuring the 
household's survivd. A retocatkai plan such 
as the one proposed only made than men 
vulnerable. Chitn Nagar dalits may be con¬ 
sidered more foitunale than the rest (or them 
was an NGO working with them to ease the 
‘interface problems'. Unfortunately the 
author does not provide any detaib on the 
role played by this NGO, leaving the render 
penned. While the author is to be com¬ 
mended for this useful and balanced aredy, 
the render may wellbeioldthat refomUMsing 
with the alie^ familiar may yet be assBllMr 
aOerapt at instigating aome iogU action. 
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Market Structures 

Ravindra H Dbolakia 

ladustrial Organisation edited by Anindya Sen; Readers in Economics Series 
by Oxford University Press, Delhi, 1996; pp 533, Rs 650. 


OUPisbringi ng out two Mfiescailcd'Themes 
in Economics' and ‘Readers in Economics' 
with the objective ut' making recent 
signiricantcontributionsavailable to scholars 
and students in the developing countries. 
The two series arc accordingly expected to 
address this need of researchers in the 
developingciHtntriea.The ‘Theme’ volumes 
contain survey articles spccincally sponsored 
for the purpose while the 'Readers' volumes 
“put together already published work which 
hu stood the lest of time" (Notes tram the 
General Editors, K Basu and P Patnaik). The 
book under review belongs to the latter 
category and hence by design rules out the 
most recent, say. post-1992 contributions in 
the field of industriat organisation because 
they are not time-tested. The editor of the 
volume has put further restrictions on the 
choice of papers by excluding material 
“relatively easily accessible" (but not 
necessarily afford^lc!) in the form of some 
books. As a result, important contributions 
in the fields of game theory and CiHimol- 
Nashequilibfiumareexcluded.Cuntrihutions 
mainly empirical in nature as well as topics 
in contract theory and organisation thwry 
are deliberately excluded fram the choice- 
set for this volume since the amount of 
literature and richness of it can justify sepa¬ 
rate volumes, according to the editor, 
Anindya Sen. 

The 19 papers selected for this volume 
were publish^ between 1977 and 1992. 
They are classified into eight sub-topics; 
The^ of Firm (one paper by O E Williamson 
fnm Journal etfEconomic Uteraiure, 1981); 
Static Oligopoly Models (one paper by 
Avinash Oixit from Iniemationttl Economic 
Review, 1986); Price Discriminatioc (one 
paper by Masktn and Riley from Rand 
Journal £/ Economics, 1984 and the other 
one by i I Bulow from Journal of Political 
Economy, 1982); Product Differentiation 
(one paper by D'Aspremoni et al from 
Econametrica. 1979, another by Dixit and 
Stiglitz from American Economic Review, 
1977, and a third one by Cremer et al from 
International Journal of Industrial 
Organisadon, 1991); Entry Deterrence and 
Collusion (one by Avinash Dixit from The 
Economic Journal, 1980, another by 
Milgrom and Roberts from Econametrica. 
1982, a tUid one by W J Baumol from 
Amerietm Economic Review, 1982, and the 
final one by Orecn and Porter from 
Eoonametrica, I984);lnnovittions(oncpaper 
by Dasguptaand Stiglitz from The Economic 
Journal, 1980, and the other by Gilbert and 
Sh^iiro from Rand Journal of Economics, 
I9W); Industrial Organisation and 
Developing Economics (one paper by Basu 


and Bell and the other one by Levy and 
Nolan from Journal of Development 
Economics. 1991 and 1992 respectively); 
and Government Intervention (one paper by 
Avcrch and Johnson from a book edited by 
R E Kunenne in 1991, another one by Baron 
and Myerson from Ectmomcirica, 1982. a 
third one by C Fershtman from Enmomica, 
1990, and the last one by Fraja and Delbono 
from Oxford Economic Pofters. 1989). The 
years of original publication of most of the 
papers have been obtained through library 
search by this reviewer. 

The introduction hy Anindya Sen presents 
a very good und lucid summary of the main 
issues addressed by the papers selected in 
the volume. Unlike all the papers (except 
Williamson's and Baumol's) in the volume, 
the introduction is written in a non- 
mathematical language, simple yet succinct. 
The editor has tried as far as possible to 
provide some link and interconncaion among 
the selected papers and to ju.stify, in the 
pnKCss. the order in which the papers should 
be presented. He briefly provides the context 
within which each paper's contribution con 
be seen, particularly in terms of modifying 
the generally held views and opinions. 
Rigorous and logically sound cxplanaliuns 
for the apparent contradictions or paradoxes 
make the paper important in the literature. 
Anindya ^n’s introduction ably defends his 
choice ofthe papers that have made important 
contributions in the literature on the theory 
of market structure. However, except four 
to five papers, (he rest ofthe papers are not 
directly or even remotely relevant to the ca.se 
of developing economics. They arc more 
relevant to the advanced ecunomic.s with a 
well developed industrial sector and well 
recognised consumer sovereignty. However, 
in the opinion of this reviewer, it doe.s not 
reduce the importance or utility ofthe volume 
since, in any case, it is meant for advanced 
students of industnal economics. Moreover, 
the rapid rate at which the developing 
economies are liberalising and globalising, 
must of the papers contained in this volume 
are likely to become relevant and useful 
soon. However, the pace of the development 
of this subject is likely to make (he present 
collection of papers stale and less useful by 
then. 

The present volume brings together 19 
significant contributions with a lucid 
introduction the editor to serve u a broad 
outline for an advanced or doctoral level 
course in the field of theory of market 
structures. It is all the more so because the 
volume also provides a reasonably 
comprehensive annotated bibliography on 
the broader subject of industrial organisation 


by sub-topics. In this context, it may be 
pointed out that in the less developed coun¬ 
tries, there are likely to be very few doctoral 
programmes based on course work. For 
instance, in India there are hardly a dozen 
doctoral programmes in economics/irmnage- 
ment based on course work. In most of the 
universities in India and similar countries, 
the doctoral programme isonly thesis-ba.scd. 
However, in countries like the US, Canada, 
Australia, New Zealand. Singapore, Hong 
Kong, etc, where the doctoral programme 
in cconomics/munagement is generally 
course-hosed, this book is likely to prove 
more u.sefiil for the course work. Even 
considering the high price of Rs 6S0for the 
book, it is still cheaper compared to the cost 
of photocopying in such countries. For the 
scholars and teachers in (he LDCs, the cast 
of Rs 630 is not in the affordable range. 
Unless the cast is substantial ly brought down 
through a low price edition, (be book is not 
likely to serve the purpose cnvi.sagcd by the 
general editors of the scries. 

The target group of users of this volume 
is master’s degree holders i n camomics with 
not merely a good background in industrial 
economics but also having very good 
proficiency in and aptitude for mathematical 
tools and techniquesbeingused incconomics. 
On the other hand, in most ofthe uni vcrsit ies 
in India and similar counines. specialisations 
in industrial economics and in muthematical 
cconomicsyeconomeirics are offered as 
mutually exclusive options at the master's 
degree in economics. Tbis issue can be tackled 
in (he short run by providing detailed non- 
mathematical summaries at tlic end of the 
.selected papers; and in ihclongrunhy making 
cfTuns to change the design and structure of 
the BA and M A level courses in economics 
in our universities. In any case, .since the 
target users arc such a special group, several 
liberties arc taken by the editor and the 
publishers of this volume. For instance, the 
exact rclcrcncc, particularly the year of 
publication, is not mentioned anysvhere for 
most of the papers selected in the volume. 
This IS perhaps left as an exercise for the 
interested readers in case hc/she wants to 
pursue any debate or controversy on the 
paper. (After all the purpose of this volume 
is to put together important papers from 
relatively inaccessible journals and books!) 
Similarly, (he order in which the editor in 
his introduction tries to link numerous sub- 
topics and selected papers is not maintained 
in the presentation ofthe papers in (he volume. 
A few references cited in the introduction 
but not included in the list of references at 
the end are again something about which the 
readers are supposed to be aware. After all. 
in this computer age, library search is simple 
and costless. However, if the readers have 
the access to such computer fact lit ies and the 
library facilities, one wonders what is (he 
particular usefulness of such a collection of 
previously published andtime-tested papers. 
Perhaps it is (he editor’s introduction and/ 
or (he relatively low cost of printing here. 
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SPECUL ARTICLES 


Secular Liberalism and Moral Psychology 

of Identity 

Aked BUgrami 

The endeavours of the secular liberal slate to bring about reform of illiberal practices through legal interventions 
fail since it makes no appeal to the substantive conceptions of the good the community it aims to reform may 
cherish. Cammunitarianism takes this tack of reason-giving apparatus of the liberal state to justify its critique 
of the tatter as essentially coercive, and advocates intra-community reform via intra-community democracy. 

This article argues against both the.se positions. It pleads that the state can be a site of initialing reform by 
addressing different communitarian perspectives from within their oyvn internal substantive commitments and 
making them aware of their internal inconsistencies so as to eventually engender a common secular outcome. 


1 

IT is for some lime now ihat the tension 
between state and community has had 
political theory in Us ftrip. Theorisinjt about 
the liberal slate has been particularly 
constricted by this grip since any effort the 
theory has made toward the idcaof the nghts 
of communities, for instance in ilie form of 
minority nghts, has neeessarity had llic 
consequence that it mu si concede to 
illibcralism towards iiidivuluuls, it such 
illibcrnlism is indeed practised by ihc 
community towards any of its individual 
members This is a familiar paradox of 
liberalism and it is particularly lamiliar in 
Indiasincc it siirtuccs so much in our ongoing 
debates about Muslim personal laws. 

Ciirrem and traditional political theory 
(constneied as it is by Ihc tension between 
stale and commiinily) has the resources to 
offer two opposed general dncclions of 
rcsoluti on, One is toward the pole of a secular 
liberal state, which imposes legal intervene 
linns that uimmnt to reform oi such tllibenil 
practices. The other is toward the |solc of 
internal reform within the communities 
against their own illiberal practices. 'ITicre 
may be debate and eontrov ersy about specific 
paths followed incnchdircction. In the .statist 
direction, we may worry about whciher a 
community has the preparedness or not tor 
the imposition by stale of such reforms,' wc 
may worry about whether the nghi to exit 
IS a realistic and powerful enougli liberal 
tool,’ we may worry about the mlative roles 
of legislaiun.' and judiciary in hriiigingaboiii 
reforms, and so on. In the internal com¬ 
munitarian direction we may worry about 
such things as whether or not reform should 
take place via representative instimtions 
within communities or whether instead they 
should be allowcrl to emerge less formally 
by mobilisation on the sites of intra- 
commiinitiirian civil society. But lhc.s« are 
details, some of which may only be rcicvunt 
contingently in specific contexts. My ctmeem 
in the first half of Ihc artick' is with the larger 
theoretical picture, and the point I want to 


begin with is just the observation I have 
made above.thai the conceptual frameworks 
of liberal political theory hitherto have only 
one of these two directions of resolution to 
offer, a sort of Homeric liberal choice, a 
constricting disjunction. I believe the 
disjunctiun is as intolerable as it is un- 
compulsory. To try to put it right is the 
central preoccupation of this article. 

Just in ca.se there is unclarity on this point, 
what I am trying to put right, and in general 
the entire issue I am addressing in addressing 
this disjunction, must not be run together 
with a quite different issue of whether it is 
a good thing, or even a consistent thing, for 
liberal doctrine lu countenance group or 
culleetivc rights. On that issue, this article 
Likes no position, even though its author 
happens to have roughly worked out opinions 
on it. !io, the reader should not be misled 
by the fact that the concrete setting of some 
of my discussion in the paper mentions 
minority rights and the question of Muslim 
personal law in India, to think that the issue 
under philosophical discussion is one about 
theworthinessfornotlolgrouporcommunity 
rights in general. The issue rather is this. 
Given the fact of group or community rights 
(i e. minority rights), and in particular given 
the particular consequence of this in (he case 
of Muslims in India where (he fact of such 
righLs has resulted in legal terms to granting 
Muslims (heirown unreformed personal laws, 
which as wc know arc in many respects 
illiberal ill theirtreaimcntofMuslim women, 
the question is; Is the specific disjunction 
I have jusi mcniitmcd of ihe ciiher/or of 
statist reform v ersus internal communitarian 
rclomi, a well formulated pairoftheoretkal 
options for liherali.sin? 

II 

To address this issue in liberal political 
theory and eventually to repudiate this 
di.sjunctive fornnila, I will first dwell at some 
distance from liberal political theory in the 
mure abstract ground of moral psychology 
in order ii> use some of its concepts and 
cnnclusioav to construct an argumem and an 


alternative framework for theorising about 
the secular stale. 

By moral psychology. I mean Ihe 
psychology of agents by which their choices 
and actions are explained, and in particular 
explained normaiivcly in the sense that the 
explanation does not merely say why they 
chose or did what they did. hut also sees it 
as essential to explanation to assess whether 
what they did was rational by the lights of 
their own desires and values. And I do not 
just mean that one explains why they did 
what they did in some non>normative way 
first, and then makes the normative 
assessment wheiherwhat they did isinaccord 
with their desires and values. Rather such 
an assessment is huill-in to Ihe very idea of 
explaining why they did what they did by 
citing their desires and values, llius this 
normative element in the study ot human 
individual and social behaviour is not some 
e.xtra thing tacked on to an otherwise purely 
descriptive enterprise. No social science 
despite the pretensions of its second term 
(“science”) can leave out this normative 
aspect of explanation without changing its 
own subject beyond recognition. 

To begin with, a bit of terminology. For 
the convenience of abbreviation, I wilt use 
a single term desires to cover all those 
motivating statesof agents which econom i sts 
andothcrsocial scientists, deciskm theorists, 
and philosophers (not to mention. IMcraiy 
people) variously-refer to as values, 
commitments, preferences, subjective 
utilities, imerests. inclinations, motives, efc. 

The term will therefore cover di such Stales 
of mind, from the desire to drink tea to the 
desire to work for social justice. So despite 
its restricted popular memiiif. rnyuaeofthe 
term “desires” is intended lu be at wide as 
to cover all these states of mind, and should 
not thetefore give the imptession that nay 
interest in rationality is a narrow imeKst 
a hethmic calculus. “Desires" in diit use of - f 
theteim, whencoufMwidiourboIMiitHI^ .1 
other cognitive states, make sonae ht.Hiik' y* 
normative way of why we do anylMi^4hst 
we intentionally do. 
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I should also add by way of prelimitiaiy 
caveat that my insistence on the relevance 
of moral psychology begs noquestions either 
In favour of methodological individualism 
in the social sciences or in favour of a 
voluntarism in the study of historical events. 
Perhaps I should pul the poi nl in the con verse. 
Any methodological holist position or any 
position that stresses structural and 
deierminist explanations of historical 
phenomena can leave out the moral 
psychology of their subjects only at the cost 
of becoming desperately implausible, to the 
extern that they are not entirely hazy.' 

Let me now introduce f/iw ideas I will 
need in the construction of the argument. 
The first I will call reit^orcement among our 
desires. A way to characterise this is to 
explore the idM of a relmion among our 
defies that is stronger than mere consistency 
among them. ConsisleiKy among desires 
merely requires that they are mutually 
implementable. But two desires may be 
consistent with one another in this sense and 
have nothing to do with one another in a 
psychological economy. My desire for tea 
happens to have nothing to do with my desire 
to do philosophy, and they are both imitualiy 
implemeiitable. On the oUier hand my desire 
(odo philosophy and my desire to be respected 
by my peers ate relat^ by more than mere 
consistency, they are more than merely 
mutually implementable, they, as I said, 
reinforce one another. 

However, though reinforcement is in this 
way more than mere inconsistency, it ought 
not to be confused with anothw relation 
between desires, which is the means/end or 
instrumental relation. Reinforcement is not 
a means/end rclatioabecause if I were asked 
whether I pursue my desire to do philosophy 
in order to fulfil my desire to be respected 
by my peers my answer might well be “no”. 

So reiraocceinent is a relation between 
desires mat is stronger than consistency 
withoiff collapsing into instrumentality. This 
is a point of some importance, since it has 
hot Wen obvious to many who study the 
(Mfitiality of our wants and values and actions 
that there is a relation between desires other 
chan consistency or means/end. It is hard to 
say much more about it as a relation because 
it is an irreducible relation. The best we can 
do is to give examples to make it inhiitive, 
aswealreadyhavc. So ifsomeone is sceptical 
about there being such a relation as 
re inf orcement between our desires over and 
above consistency among them, we can pose 
the following challenge to her; Tell us how 
you will mark the intuitive difference in the 
relation between the following two pairs of 
desiies widtoat bringing in the relation of 
lehrforoe m ent betwee n de si res: (l)My desire 
to do philosophy and my desire to drink tea, 
and (2) My d»'re to do philosophy and my 
desire to be respected by my intellectual 
fnendi. There cleatly is an intuitive di fference 
between the two pain, and there does not 


seem to be any way to say what makes the 
relationt in tbw pain of desires different, 
except by saying that the Tint pair of desires 
are merely consistent but do not (in the 
“normar case) reinforce one another, 
whereas in the second pair the desiies do also 
reinforce oik another.* At this point, there 
will be a natural temptation to dmy this and 
say: “Well yes, there is something more than 
consisteiKy involved in the second pair but 
that can be captured by saying that while the 
first pair is merely consistent, the second pair 
in addition has a means/end relation bet ween 
the two desires." This temptation should be 
resisted because, as I said above, someone 
holding the second pair of desires may very 
well aiuwer “No” to the question; Oo you 
desire to do philosophy in order to be 
respected by your intellectual friends? If so, 
for that agent, means/end will not capture 
the intuiti ve di ffetence in the relation bet ween 
the desires in the second pair. Only 
reinforcement will, 

I am spending some time on this point 
because i I is an i mportam one to make against 
those who think that any serious and intrinsic 
conception of rationality is not applicable to 
such things as desires and values, but is 
restricted only to beliefs. Despite their well 
known antagonism, both Humean and 
Kantian traditions of thinking about human 
behaviour and moral psychology (for very 
different reasons) share such a sceptic^ 
attitude about allowing desires to be the 
subject of a rich notion of rationality. And 
since so much of current thinking abmt this 
subject sees itself as broadly influenced by 
otK or other of these traditions, this sceptic^ 
attitude is very widespread. According to 
this widespread picture, desires may be 
subject to an instrumental rationality but 
they do not possess any intrinsic rationality 
except for the very thin notion of consis¬ 
tency among desires (which, as I said earlier, 
amounts only to their mutual imple- 
mentability.) The notion of reinforcement, 
by contrast, brings with it a thicker conception 
of rationality and allowsustothinkofd^ res 
(and not just beliefs) in terms of acoherentist 
conception of rationality, where coherence 
is sonKthing stronger than consistency. That 
is why the idea of leinforccment allows us 
to get beyond t)K narrowing Kantian idea 
that our moral rationality cannot traffic in 
anything so contingent and non-uni venal as 
desires, at the same time as it surpasses the 
equally narrowing Humean idea that the 
only rationality that motivating stales (what 
he called the “passions”) are subject to, is 
instrumental. 

One final word in the exposition of this 
crucial idea. Obviously, reinforcement has 
its otherside. That is, just as desires can stand 
in relations of reinforcement to one another, 
they can also stand in the opposite relation 
of infltming one another. Such I suspect is the 
relation between my desire to do good philo¬ 
sophy and my desire for an active social life. 


With this simple and irreducible rdailonal 
Idea of reinforeementfand infirmity) among 
desires in place, we can stipulate adefinitlao 
of values as well as of rationality. Aperson's 
values are a subset, a special case of, her 
desires. An agent’s values are those aiiung 
her desires that are most highly reinforced 
rather than those which are infirm. And an 
agent is the more rational the more her 
actions are in accord with her values. This 
is all pretty hasty and crude, of course, and 
needs many layers of elaboration, quali¬ 
fication and refinement, but I should be 
forgiven for not doing so here, since I am 
merely setting up a very rudimentary 
apparatus for use at some distance from here. 

(As an aside, I repeal here - but will not 
keep doing so - that though all my examples 
have been of individual moral psychology. 

I see no reason to deny, in fact I do not sec 
how we can fail to assert, that groups and 
collectivities can have a psychological 
economy. Thus, for instance, we may talk 
of the d^re of the vanguard of the French 
revolution to consolidate private property 
and contrast it with the vanguard of the 
Russian revolution which had the desire to 
abolish it. Any idea that one could come to 
any historical understanding or explanation 
of these two revolutions and theirdifrerences 
by leaving out states of mind of this kind, 
borders on the incoherent.]' 

After ’reinforcement', I turn to my second 
key idea, which I will simply steal from 
Aristotle. He called it “akrasia”, the medievais 
called it “inontinence”. and we may, 
following more recent terminology, call it 
weakness of will. Informally it is dwribed 
as: thinking the better but doing the worse. 

But we may now give a somewhat more 
formal description of it using the idea of 
reinforcemem as defined above. Weakness 
of will is that form of irrationality where the i 
most reinforced among our desires point to 
one son of action, but what we actually opt 
for is something less reinforced in our 
evaluative economy.* Weakness of will is 
the practical or moral counterpart of the 
cognitive phenomenon that Kuhn described 
as the frequent irrationality of the ”normal" 
scientist, which might properly be described 
as weakness of warrant, or fadieving what 
has less than maximal reinforcement among | 

our scientific beliefs. - 

The third and last moral psychological 
notion that I will use is that of identity. 
Following some of the basic arguments of 
an earlier paper of mine ('What Is a Muslim: 
Fundamental Commitment and Cultural 
Idcntit^r, EPW. May 16-23, 1992), the \ 
notion of identity can be characterised in 
terms of what I there called an agent’s most 
fundamental commitments”. These are 
desires that she most identifles with. How 
are these to be characterised? It is not enough 
to repeat that theae are the desires that are 
highly reinforced because those will be too 
many to deliver anything to focused as a 
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notion of identl^. To the extent Ihtt we 
bdicvc In the notion of identity, we wil I have 
to do better and ipecify desiiea that have an 
even greater centrality in our paychologicai 
economy. These are specified in 
counterfactual terms. A desire is a 
fimdametaed commitment if one wants it 
fidfiUedeven were one not to have ike desire. 
In case this sounds too abstract, it can be 
indexed to times. A desire is a fundamental 
commitment at a given time, if at that time 
one warns it fuirdled at a future time, even 
if one believes that at the future time one 
may not have that desire. This temporal 
elaboration of the counterfactual will be 
crucial to my argument against the classical 
liberal picture. For now an intuitive sense 
of such a commitment can be given by an 
example. Many of our desires are not 
fundamental commitments in this sense, but 
a few indeed are. Take for example, the fact 
that certain sections of the Iranian government 
are explicitly arguing that increasingly 
modernising influences around them may 
well have the effect in the ftrtuic that they 
will lose their desire to I i ve by Islamic tenets, 
nevertheless they now want their future to 
be one where they are in fact living by 
Islamic tenets, even if they do not have the 
desire to do so then. (And they are in fact 
arguing that they should entrench things so 
that that can happen.) 

Commitments which have this looped 
counterfactual form, stand out even among 
our most reinforced desires, and have a right 
to be seen as rigorously reflecting our id«itity- 
thaping commitmoits for they reveal our 
deepest self-conception in a way that vague 
existentialist rhetonc about authOTticity fails 
to do. And formulating the idea of identity 
along these lines has the distinct advantage 
that it does not amount to thinking of identities 
in any essentialist or immutable way. These 
are not primordial or permanent identities 
since what deflnes them are desires which 
arc not themselves permanent or even 
necessarily exlraordinarity abiding,but rather 
desires which are for something that is more 
permanent than the desire itself may be. 
Commitments so defined are therefore quite 
susceptible to change as well as to conflict 
with one another. What makes them 
distinctive, anddeepor‘fundamental’, is not 
their immunity from these things but rather 
it is captured entirely by what is revealed 
in their counterfactual form. (And I hope 
nobody is confused by my tom ‘fundamental’ 
to de^be these commitments to think 
that they have anything to do with 
‘fundamentalism’.) With these three moral 
psychological notions in place, I return now 
to liberal political theory. 

ni 

Liberalism’s most honoured slogan says 
thia; "Individuals must be left unimpeded to 
pursue their own conceptions of the good 
Ufe”. Properly quaJified and refined this 

Bcooomk and Political Weekly October 4 

r 


stands as the most general defining maik of 
liberal doctrine, adminiiig ipedflc instances 
of it that specifically mention one or other 
domain of application, such as that of speech 
and thought, of religion and worship, of 
ownership of ptopetty, and to on. 

'The slc^ divides into two amt each half 
mentions a key notion, that of non¬ 
interference ("unimpeded") and that of 
conceptions of the good life. The idea of 
“conceptions of the good life" is left almost 
entirely open since it is just the idea of the 
values and aspirations of agents, which may 
be various and variously specific. These are 
none other than a subset of what we have, 
in our useofthe term, called "desires’’. They 
could include any substantive set of desires, 
from a religious way of life to a life playing, 
or even watching, cricket. 'The idea of non¬ 
interference, of course it also the idea of a 
value or good. But as such it is also intended 
in a critical way to stand in contrast with 
subsiaolivegoo^and values, whasc pursuit 
it asks to be left unimpeded. What i.s the 
intended contrast in tib^ism between the 
value of non-interference in the pursuit of 
subitami ve values and the substantive values 
themselves? There are various familiar 
answers to this question, ranging from the 
universality, and the relative non- 
negotiability of the former in comparison to 
the substamive values, to the fact that it is 
procedural rather than substantive since it 
generates entitlements in a way that one does 
not rnutindy expect of the substantive values. 
That is to say, within certain qualifications 
which I mentioned when I introduced the 
slogan, the idea of non-inierfcrence is one 
which provides a constraint on certain forms 
of behaviour (those that amount to 
interference) and in doi ng so i t entitles others 
to pursue other forms of behaviour freely 
(those which promote their .substantive 
conceptions of the good.) These latter, the 
substamive values, on the other hand do not 
themselves have this procedural property of 
providing constraints and therefore 
generating entitlements. In any case, 
whichever of these answers we stress, the 
crucial liberal assumption is that non- 
.inteiference as a good cannot be a good 
which is weighed on the same scale as the 
substantive goods whose pursuit it makes 
freely possible by placing variousconsiraints. 
This much is essential to any version or 
variant of the doctrine of libmlism. The 
idiom of "rights" is the natural idiom in 
which to describe the idea of such a special 
good or value, and the idiom is trcquenily 
on our lips. 

Let me then make a disclosure of personal 
opinion. Putting aside the domain of private 
property and of economic behaviour 
generally as a serious and systematic 
exception, the idiom of rights and the 
procedural constraims it imposes on states 
(and other institutions as well as on 
individuals) seem to me entirely salutary.’ 
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And the idea that the value it expresses is 
not to he weighed on the same scale as 
substantive goods is necessarily true because 
it is innocuous. After all it just spells out 
thcclaim that these are procedmal constraints 
which those substantive goods are not. 

But all these unimpeachable claims are 
susceptible to an ambiguous reading. And 
the ambiguity, when properly stated, 
separates out the standard and classical liberal 
tradition from other sorts of position that 
might alsoa.spin:tolibcral idealsoutsidethal 
tradition. The rest of this paper will try to 
give a rigorous basis lor this .separation and 
then apply it to a concrete political issue and 
historical context. 

What defines the specifically classical 
liberal understanding of the idea of non¬ 
interference IS not just that it is a right or 
constraint but that what justifies our taking 
it to he a right or constraint cannot be 
derivedfrrmanvitfthose substantive mneep- 
Jiims themselves since that would ulbmaiely 
make the value expressed in the constraim 
(non-interference) as contestable as Che sub¬ 
stantive values they are derived from. 

Now if wc wish^ to deny this defining 
point of the classical principles of the liberal 
state, we would necessarily have generated 
a quite different reading of the idea of rights 
- one that has not sufficiently been theorised 
becausccrilici.smofliberaldoctriiKhaspre- , 
dominantly been motivated by a comnnini- • 
tarian trajectory that sees the classical it 
tradition of thought on the liberal suie as I 
lacking the re.sourccs to cope with the claims I 
of community ami thenjusta.s surely as fhas ' 
tradition which it is criticising, this criticism 
of it sees no scope eitherfor another reading U 
of the idea of rights. It is that cnicial space. * 
buned by the classical liberal tradition and 
which temains undiscovered by its comimmi- 
tarian critics, that I want to try and unearth. 

My diagnostic claim will be that both parties 
lo the dispute are blind to it because they 
both work with an impoverished conception 
of the moral psychology involved in the 
subject of their uisagreement. 

So. Ill effect, I have made a second dis¬ 
closure of perMMUl opinion. I do not feel the 
sentimental glow for the notion of community 
andof trarhtion felt by ihecriticsaf liberaHsm. 
and I think the focus should rather be on the 
shortcomings of classical liberalism't 
understanding of the moral psychology 
relevant to their own cherished themes. ' 
The traditional liberal claimthai the idiom 
of rights expresses claims which cannot be 
made contestable by deriving their jusii- 
ricttion from any of the substantive vduea , 
whose pursuit ib^ make freely possible, haa } 

a venerable history but it was mostexpHddy 
stated and elaborated for the fim time hk ^ 

Mill’s careless masterpiece on the snhjeoi,* 

and in more recent times it has had its Mom 
sophisticated flowering in a rnntraniinMn [ 
version of Mill's argument in the snWngiJ 
of John Rawla.* I will focut on Rawli, ' 
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His argument for the claim is to be found 
in the celebrated method by which he .settles 
on the basic liberties of liberal theory. Since 
the method is so well known and well'Studied. 
I wilt bebrief in tliccxposition. These liberties 
ore pan of Ihc conlenl of a principle I the first 
of his two “principles of justice”) that Rawls 
says we would choose in any social contract 
in which we did not have the information 
which would lend us to choo.se principic.s 
that are biased in our own favour. In poniculnr, 
we would contract into this princi pie of non¬ 
interference adumbrating these various 
liberties when we ItirkfJ knowli’tlgf of our 
own xuhslimtix’e amceptions of l/ir gooJ. as 
well us lackt'd knowledge of other things 
which might give us clues about what 
substantive values are (e g. our status in 
society, our famtiy and other sorts of 
background, our protcssions, etc). If the 
principle uf non-interference ischosen under 
these circumstances and is rationally cho.sen. 
then clearly (that is to say, by definition) its 
justification will make no appeal to 
substantive conceptions of the go<^. And, 
lor Rawls, the tael that we have rationally 
made the choice under these circumstances 
wtMildbc part ofthcjuslificalion for adopting 
these liberties land the policies and 
institutions that administer them I in the actual 
societies in which we live. 

Rawls therefore is fully aware that mortil 
psychology is of central importance to Ihc 
argument. He cannot fail to be since, us I 
just .said, the question be sets him.self is what 
would it be rational for someone to chose 
as principles to be governed by if he lacked 
information of his own substantive values 
and commitments. if while con.sidering 
the matter of whether to choose a particular 
pnncipiconecnnicinplatedcircumstances in 
the future in which one thought that one 
would not be rationally motivated to adopt 
It. and one nevertheless chose the pnnciple. 
it follows that one has with rational 
justification judged tho.se circumstances 
irrelevant. To repeat, the idea is that the most 
general principles lobe governed by in actual 
societies would be just and unbiased if they 
were principles which would be chosen in 
such a state of igitorancc about our suhstani i vc 
conceptions of the good land about oursocial 
circumstances). And when these choices arc 
rational, ii is because behind this “veil of 
ignorance”, we have chosen them no matter 
what cofiiemplaie ourselves as being 
when the veil is lifted, i e. no matter what 
substantive conception of the good we 
euniemplatc ourselves as having.'" 

Let's then turn to (he question of what it 
would or would not be rational for us to 
commit ourselves to in these circumstances. 
Here, we may introduce, as an example, the 
second of our disjuncts. "community”, and 
since it i.s so much on our minds in current 
debates let the example be one of community 
defined by politico-religious commitments. 
fRawis himself has often been exercised by 




such examples.) Suppose then while we are 
considering which principles to chose in this 
state of ignorance, wc contemplate that we 
will find when the veil of ignorance is lifted 
that we have a highly rcligioos conception 
of Ihc good, with detailed substantive 
commitments to a polity ruled by a set ot 
religious laws (say, the sharia), to exercise 
censorship against serious religious dissent 
(e g, against a blasphemous book), and that 
most others in the society and nation share 
these views (here I run out of an actual 
example .since I do nut believe that that is 
true even of Iran). Could one while conlem- 
plaling t he possibi lity fmd moti ves tocommil 
ourselves to a principle of non-intert'crence 
such as Ihc one wc have been discussing? 

Rawls obviously must think onecan, since 
his first principle of justice precisely speaks 
to these standard liberties carried by the ideal 
ofnon-intcrfcrencc, and Rawls believes that 
wc would rationally contract into it behind 
Ihc veil of ignorance. Hut at first sight, it 
is hard to sec why, if one contemplated 
oneself to be the kind ot religious 
communitarian just sketched, one would 
choose, for example, the particular form of 
non-intcrfercticc and liberty enshrined in the 
right to free expression. At any rate that 
has been the general communitarian 
dissatisfaction with Rawls. Rawls, it is said, 
cannot deal with (he commitments to religious 
and other communities, and it is said that 
his theory is narrowly addressed only to a 
certain .sort of detached, modcmisi contractor 
who is anyway inclined to liberalism. If that 
were not so, iv/ivshould someone chose such 
a principle of liberty ot expression, if he 
contemplated that when the veil is lifted hc 
iiiighi be someone with the substantive values 
of a religious doctrine which demands the 
censorship of blasphemy? It may well be 
irrational for him to choose it, and if so, then 
liberalism will not have an argument for one 
of Its central principles. 

But Rawls has an answer. The question, 
as I said, is really a question in moral 
psychology. And Rawl.s in more recent 
wnting subsequent to The Tyieon’o/yuimr" 
has fortined his case with a further argu¬ 
ment that explicitly appeals to a moral- 
p.sychological consideration to show that 
even if one contemplated that when the veil 
was lifted, it would he revealed to one that 
one had these .substantive religious values, 
it would still be rational to chose the principle 
of liberty of expression. The consideration 
he appeals to is a psychological counter¬ 
part to his starting point of ignorance of 
one's own substantive commitments, a 
psychological counterpart which Rawls 
indexes to the future. He says that evdh such 
a religious communitarian will have the 
elementary psychological knowledge that. 

I ike anyone else, he is capable or susceptible 
to changes of mind and viewpoint, and 
therefore changes in his desires, in his 
substantive conceptions of the good. So, if 


behind the veil of ignorance one is 
contempi alingthatwhenitis lifted one might 
find that one is such a religious 
communitarian, one wilt also contemplate 
that in the future one might change one's 
mind and cease to he one. Now if one 
contemplates this ton, then one will want to 
make sure that one will have the chance to 
fulfil any future desires thut one has adopted 
which are not that of the religious communi- 
lurian. But one may well not have the chance 
to fulfil them if one contracts and hinds 
oneself to principles approved only by the 
religious communitarian one presently con¬ 
templates oncselt to he. In fact to ensure that 
one protects the fuirilability of one's future, 
possiN y changed, desires, one belter contract 
into the liberty of cxprts.sion and other basic 
liberties since those desires may not he 
fuirillcdinasuciciy which supples.s^dis.scnt 
and other non-religious points of view. 

A.s I said this argument from the 
changeability of our desires just puts into 
the psychological considerations available 
U) agents choosing these principles, a version 
of ignorance (thi.s time about possible future 
commitments of theirs), and asks them to 
take out an insurance policy for possibly 
very different commitments in the future, 
just as in (he initial contraciualist thought- 
experiment in A Theory ofjiistiee, he asked 
them to take out an insurance policy lor what 
our present conception of the good might 
turn out to be when the veil is lifted and wc 
are informed about ourselves. So to repeal: 
the idea is that if someone behind the veil 
of ignorance, conlcmplnling himself to he 
it religious communitarian, also contemplates 
(he fact that he might have in the future 
conceptions of the good which are not the 
ones he presently has, ones which in tact 
might be quite radically different from the 
ones he presently has. he will want to insure 
that in (he future he will not be badly off, 
which he wi II he if he repudiates Ihc principle 
of liberal rights of nun-imerfcrcnce on the 
basis of his contemplated present religious 
communilaroin commilmenis alone. 

Such a proposal presupposes that the 
psychological economy of agents have in 
(hem a belief (hat they might at some future 
point haveaquiic different .seiofsuh.stanlivc 
commilmenis than they now are 
contemplating themselves to have, and a 
desire that these revised commitments be 
successfully fuinilcd. Rawls regards this as 
a sort ol highcrorderdesire for the succcs.sful 
fulfilment of our revi.sed or changed desires. 
Armed with this higher order desire, even 
somebody contemplating that he is a religious 
communitarian of the sort mentioned above, 
would raiituially choose the pnnciple of 
liberty as non-interference, and commit 
himself to it and see no rational justification 
far undcrniining the commitmeiif when it 
was revealed to him that he had a religious 
conception of the good. The moral 
psychology that Rawls propmes has it, then. 
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(hat in hii psychologV^ai economy, the lower 
order deiiies of the contemplated religious 
comnmnitarian will conflict with his higher 
order desire for revisabiliiy of desiies and 
their successful fuirilinem. a desire which 
he shares with all other agents, if he is 
rational, and in the contest the higher order 
desire will win out. 

That is Rawls's tinal word on behalf of 
classical liberal principles and some of you 
will recogni.ie how it i.s a sophisticated 
contractualisl analogue to Mill's famous 
meta-induction from fallibility to argue for 
the same conclusion.'’ How shall wc as.se.ss 
Rawls's argument? 

It IS here that the earlier cxcursas in moral 
psychology impresses with its relevance. 
Recall that I had introduced and dclincd 
three notions, that of reinibreemeni among 
ourdesires.thalofweaknessot willasaspeci- 
fic form of irratinnulity, and that of identity 
a.s shaped by certain kinds of very speci¬ 
fically defined I'undameiiial commitment. 

Lct’.s begin witli the direct and .sharp 
relevance ot the last of these. Identity was 
defined as being constituted by fundanK'ntal 
commitments which took a ceitain looped 
counicrfaciual form, indexed to times. It 
required of an agent that she make a rather 
specific sort of sacrifice for those of her 
desires which are at present her fundamentiil 
commtlmems. This is because sheis pivpaied 
at llie present to, m the fuime. live not 
according to the conceptions ot Ihcgood that 
she has in the future, hut rather to live then 
according to the conception ot the good she 
now has instead. If that is the moral 
psychology of identity, then the very notion 
of identity is something that undermines 
Rawls's lorlificd argument lor his principle 
stating the liberal rights. 

Let me explain hy first recalling our 
dialcctie.soiar. I remind you that thedifficulty 
for Rawls for which he must invoke the 
higher order desire about revisabiliiy, wxs 
one where it did not seem rational that wc 
should behind the veil of ignorance commil 
ourselves to his liberal principle, if wc 
contemplated that when it was lifted and we 
were informed about our own substantive 
conceptions of the giMMi, wc would find that 
we the conception of the religious 
communitarian. The appeal to a higher order 
desire regarding the satisfaction of our revised 
desires, in the fortified argument, wa.s 
supposed to make it rational alter all to 
commit ourselves to the principle because 
that way wc would be taking out an insurance 
policy for possible future conceptions of ihe 
good which were significantly dilTcrent from 
our religious communitarian one. But now, 
suppose that Ihe contemplated religious 
comnuiniianan has what I have defined os 
fundarnentalammiimem to his substantive 
religious values in the sense I sketched earlier, 

I e, the commitments to those values have 
the looped countcrfactual form indexed to 
(he future. In that cax it may not be rational 
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for hfm to adopt Rawls’s principle of liberal 
rights, fJes/tiie the considcralioas of rcvi.sa- 
bility of dnires. This is because his funda¬ 
mental commitments are structural! y defined 
in a way that preclude making any sacrifices 
now fsacrifices that would ensue from 
adopting the liberal rights, c g, the tolerating 
of blasphemous publications, etc) fur a 
dilTetent psychological make-up in the future, 
and on the contrary demand he make the 
opposiiesacrificcin the future (eg. accepting 
the possible non-satisfaction of different 
future conceptions of the good) for his deepest 
identity-forming commitments of the present. 

The situation is simply this. Rawls has 
given an argument for a Itbcral principle that 
requires us to possibly make sacrifices in the 
present for (Ik fulfilment of our desires in 
Ihe luture. but the most rigorous desenption 
wc have ot the moral psychology of identity 
asks us to make sacnfices in the future lor 
the rulfilment of our present fundamental 
cominitmcms that shape our identities. It 
would appear that things arc at u stand-otf. 

At this point, let me invoke the other two 
of the three moral psychological notions I 
had introduced. The first of these is (he idea 
of reinforcement among our desires. Suppose 
now that our religious communitarian being 
contemplated has not only a fundamental 
commitment in the sense detined but alsti 
that that commitment is highly reinjoned. 
in the sense defined, by Ihe other substanii vc 
desires inhis value economy. Supposing this 
immediately resolves the stand off and puls 
Rawls's position in an unrecoverable 
disadvantage. Why? Because Rawls cannot 
make any ximilur appeal to reinforcement 
I rom substant I VC concept ions of I he good I or 
his higher-order desire for the salisfaciion 
of future desires sincethathighcr-tiidcrdesin' 
IS introduced by him only behind the veil 
of ignorance where, ex hypoihrsi, there are 
no substantive conceptions of the good. That 
IS the whole point of his strategy. For it is 
this strategy which places him in the centre 
ol the classical liberal tradition, a strategy 
formulated in order to give philosophical 
support via a sophisticated contract theory, 
to that classically defining interpretation of 
the liberal constraints, i e. an inletpretution 
that sees them a.s not being justified by 
appeal to substantive values. This is the 
position I am seeking to oppose by making 
the notion of constraint ambiguous, by 
inviting us to conceive a liberalism where 
the con.slraint provided by its pnncipics 
remains a constraint, hut ncvetlhclcM is also 
justified hy appeal to our own substantive 
values as they reinforce one another in an 
internally cohereraist framework of moral 
and political rationality. 

That brings me finally to the third moral 
psychological notion, that of weakness of 
wi II, to compldc my description of the point 
of my argument against Rawls and this 
version of liberalism. The point can be pul 
straightforwardly. If the contemplated 


religious CO mmunitarianinRawls'sthoughi- 
experiment opts for the liberty of expression 
behind the veil of ignorance, then his moral 
psychology con be demonstrated to exhibit 
a specific kind ol irrationality, that ol 
weakness of will. For he would be opting 
for an outcome which is nut only in conflict 
with his lundamental commitraenls (which 
in itsclfis nut decisive since it gives rise only 
a siaiul-ofO but also choosing something 
that is much less reinforced by his other 
desires. To do this last is to he no different, 
say, from the weak-willed alcoholic who 
desires to sober up and fulfil all his other 
desires (say to be a go^ husband and father, 
a good professional, etc) that arc better 
reinforced than his desire for alcohiti, but 


nevertheless opts for his relatively unrein- 
iorced desire for alcohol. To sum up in a ■ 
lacelious word, a proper understanding of 
moral psychology can only deliver the verdict 
that sometimes (in the face of strong com¬ 
munal identities) the grand liberal tradition 
may have to secure its liberal principles by 
asking us to be addicted to liberalism. 

That brings to a clo.se the urgumcni agairest 
Ihe classical liberal reading of the ideal of 
non-mtcilcrence and of liberal rights and 
constraints generally. The strategy of my 
argument has been to show how (here can 
be no justification of the notion of liberal 
rights that con be guaranteed to meet two g 
conditions at once: (I) that it makes no - 

appeal to an agent's or community's ' 

.substantial values, and (2) that it sees the | 
agent or community os rational, in the specific I 

sense of not being weak-wined. In short, 
llierc IS no guarantee that an adoption of 
secular liberalism by aMxicty will heratkina] 
if It IS not justified by appeal to some ^ 
substantive values of the inembers of the 
society. And since presumably one would 
want liberal principles to be a rational 
adoption, we had belter give a quite different 
reading to these ideals and nghts than Ihe 
IS found lit the classical liberal tradition. 

There is a poi m wnnh noting. My argument 
against c'tssical hncralism. as represented 
by a tradition from Mill to Rawls, iseiuirety 
i.idcpcndeni ut the truth of communita- 
rianism. It is based entirely on constderaiioas 
of moral psychology as I defined them aod 
elaborated them in Section II. I have, of 
course, chosen the example of (religioiis) 
communitarianism to make my moral- 
psycholugical case. But that is merely an 
example and aquitc dift'erem example could 
have been chosen, I chose this <mc became 
my eventual interest (in the next section) is 
a specific historical and political context of 
scculansm and communalism in India. Bui , 
an\ example that involved the moni- ^ 
psychologica] considerations of idenlity in . ' 
the sensei have defined it, with reinfoio M PBig- i 

from other desires in the sense IhM I kKrt . ^ 
defined it, and giving rise to Hk UmM of 
weakness of will in thtaenaelhavotfciiMC'^- 

it, could have cquaHy nude die poiw^Mif ' 






Rawls, tdeniity (to take just one of the three 
monti-psychological notions) is a perfectly 
general notion involving fundamental 
cummitmenis as I have defined them struc¬ 
turally and generally incounierfactual terms. 
It by no meaas necessarily involves com- 
munitarian I'undamental cummitments in 
particular. 

There is another related point. Even if one 
chouses an example of communitarian 
identity as I have in making my argument 
against the classical tradition, there is a 
distinction to be made of some significance 
which is often neglected in discussions of 
liberalism and its opponents, and it is a 
distinction which I crucially intend to apply 
it to a particular political context later on. 
This is the distinction between a normative 
angle on communities as opposed to a 
descriptive acknowledgement of them. 
Communitarians have a normative angle of 
regard for communities. They think that it 
is only within communities and a tradition 
that individuals form their identtties and 
genuinely flower. So they value communities 
and decry the modernist tendency of 
individual detachment from community 
caused by the more abstractly configured 
post-cnlighlcnmcm constructions of the 
nation and the state and its various liberal 
principles and agencies. A quite difTerent 
angle on communities is the d^riptive one, 
an angle that can be taken even by an anli- 
communitarian. This is where one only 
acknowledges the fact that many sections of 
a given population may have fundamental 
communitarian commitments, without 
oneself thinking this to be a good thing at 
all. In fact one can make such a descriptive 
acknowledgement and take the contrary 
normative stance of thinking community to 
be a crippling curb on individual a.ssertion 
and selfrc-spect. The point for now is that 
even if one took this last stance one could 
embrace my argument against Rawls. All 
that my argument requires is the descriptive 
acknowledgement that there ate groups who 
have a certain moral psychology involving 
certain kinds of communitarian commit¬ 
ments. In short, an anti-commumtarian could 
use a communitarian example to criticise the 
classical liberal tradition, a.s I have done. In 
fact, as I will argue in the next section, it may 
be well for an anti-communitarian to chose 
such an example because she will be in a 
better position then to fashion an eventually 
more stable secular liberalism, if she took 
into account the descriptive fact of com¬ 
munities and communitarian commilments. 

I am labouring to stress this distinction 
between the normative and descriptive 
attitude towards communities partly so as to 
prevent the co-opting of my argument agai nst 
the classical liberal iraditjon into thecunrently 
fashionable anti-liberal communitarian 
critique of the modernist legacy of the 
enlightenment.'' a critique which repudiates 
the very idea of rights and of citizenship as 


beingdesiruciiveof tradition and commuiiity. 
My argument does not show nor is it intended 
to show that there is anything wrong with 
the notion of rights. What it does show, if 
it is effective, is that there is no justification 
of liberal rights in the way that a familiar 
tradition from Mill to Rawls has tried to 
argue for it, i e, without any appeal to the 
citizens’ substantive values and conceptions 
of the good 

A reader may think that it is odd that in 
my view the staixliird and most sophisticated 
philosophical arguments for liberal rights 
may be found deeply wanting, and yet the 
notion of nghts itself is not found wanting. 
He may think that if rights are dependent 
on ordinary and highly contestable 
substantive values fortheirjusti fication, they 
must lose their special .status as procedural 
constraints standing separately from 
substantive values. These thoughts are 
confused because they run together modes 
of justification for a conclusion with the 
conclusion itself. If one kept these two quite 
different things apart, there is nothing odd 
whatever in the claims of my argument. It 
is true that rights now become more 
conicshhle since justifying them will mean 
taking on arguments dependent on 
substantive values for premises, values that 
are in contest with nlh« substantive values. 
But it is a non-seqiiilur to conclude from this 
outcome that rights themselves are 
undermined. Rights, on my view, remain 
rights. That is. we may slid feel that there 
is need for basic constraints of a certain kind 
on all citizens, and therefore we may still 
think of certain values of ours (such as non¬ 
interference in certain domains) as standing 
apart from other values in being procedural 
rather than substantive, as generating 
entitlements in the way that substantive values 
do not. All that would be affected by my 
argument is that rights so conceived (both 
by the classical liberal and hy me) are the 
conclusions of justifications of a very 
different sort. That is what 1 meant, when 
I said toward the beginning of this section, 
that the unimpeachable claims of liberal 
doctrine can ambiguously read. Once 
disambiguated, the situation is simply this. 
My argument shows that any justification 
of rights must appeal to the very substamive 
values with which rights themselves arequite 
properly contrasted. Whereas the classical 
liberal positionaspiresfunsiiccessftillyif my 
critique iseffective) tojustify adoptingrights 
in exactly the same sense (constraints 
generating entitlements, etc) without appeal 
to substantive values and instead via a purely 
philosophical aiguinem of the sort I have 
sketched and criticised i ndelail in Ihipsecti on. 

Let me end this section by generalising 
into a methodological lesson, my critique of 
the classical mode of justification of liberal 
conclusions. To do so, I will introduce two 
terms, “internal reasons" and "external 
reasons", familiar to moral philosophers. 



The critique, to the extent that it has been 
effective, is a specific case of a petfectly 
goieral methodological poinL If we have 
properly understood the point of the particular 
argument 1 made against Rawls, a much 
more general way of pulling the point would 
be to say that all reasoning about moral and 
political value is internal reasoning, i e, 
internal to the substantive commitments of 
those with whom one is reasoning. Weeannot 
get outside of the agents we are reasoning 
with to give them reasons. Rawls’s appeal 
to a higher-order desire for the satisfaction 
of our revised desires in his contractualist 
thought-experi mcni. Mi 11 ’ s appeal to a meta- 
induct km regarding fallibility, and other such 
arguments in the classical liberal tradition 
are all efforts to give arguments for non¬ 
interference that are based on universal 
considerations which are intended to be quite 
independent of and external to the specific 
and substantive values that agents might 
possess. And that is why their mode of 
justifying their otherwise impeccable liberal 
conclusion fails. There is no such 
archimedean point in reasoning, (whether 
Rawls' or Mills’ or any other). In a word, 
there are no external reasons. 

The general methodological ideathat there 
are no external reasons, lhal there are only 
internal reasons appealing to substantive 
values of agents, has liberating possibilities 
for political theory, and I have tried in other 
recent work to use this idea to refashion two 
notions in the Marxist tradition, which have 
been unjustly discarded altogether in recent 
political th(^ because it was (to some 
extent rightly) thought that they are too 
closely lied to external reasons ■ these are 
the notion of “false consciousness” and the 
notion of what Isaiah Berlin anxiously 
described as “Positive Liberty’’.'* But here 
I want ju.st to sec through its con.sequences 
for an issue 1 raised at the very beginning 
of this paper, the issue of the seemingly 
unavoidable disjunction of statist reform 
versus internal reform, where the adopting 
of the one can only be understood as being 
at the cost of the other losing ground. A 
proper understanding of the noti on of internal 
reasoning should instruct us how to dismount 
this seesaw. 

IV 

In my earlier paper “What is a Muslim”,'' 
which I cited above, ) had looked to the 
structure of the moral psychology relevant 
to the reform of Islam, most particularly (he 
reform of Islamic personal law. In that paper 
I had without argument made an explicit 
assumption that there were no reasons but 
internal reasons, and I had said that rather 
than plonk down basic Kberal truths of the 
classica) liberal tradition established on 
externalist and purely philosophical grounds, 
one should provide internal arguments 
appealing to the substantive values of 
historically situated Muslim populations to 
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convince theni to conclude in ftvour of 
internnl refornt. fn a lubsequent paper on 
Mculariim, called Two Concept* of Secu- 
lariim: Reaion, Modemiiy and the Aichi- 
ntedean (deal I had again, without argu- 
nuM, made the aameanti-urchimedean (anti- 
extemaliM) assumption, and sought to sketch 

aconceptionnfsecularlihetalismcompaiible 

with the assumption. In the present paper so 
far, 1 have tried to actually pment an argu¬ 
ment for this assumption that I have constantly 
been making without argument. That was 
the argument I just gave against the classical 
liberal’s (c g Rawls's) arehimedcan efforts 
at justifying liberal rights. 

This overall, accumulated position,'’ 
however, expressed as it is in the rhetoric 
of internal vs external reasons is poised for 
being subject to a spectacular misinterpreta¬ 
tion. (I am being a little coy when I say 
“poised" siMc I in fact spent three months 
recently trying to correct this misinterpreta¬ 
tion among some of my closest fnends in 
Delhi.) 

Let me explain by briefly considering a 
certain Ftiucauldian positron which is adapted 
by Partha Chatteiji in his recent paper on 
secularism." 

Chatterji argues that in a multi-communal 
sotnety like India, which has granted minonty 
rights to minority religious communities in 
its constitution, secular liberalism is power¬ 
less to cope with the need lor personal law 
reform. But he thinks this need not he 
devastating for those who And the personal 
law of one or other community unacceptably 
illiberal. And he boldly proposes that the 
answer to this impas.<ic is that wc .should 
extend the notion of democracy and its 
representative institutions to intra- 
community sites, opening up thereby the 
possibility of internal reform of personal 
law. Now, a carcles.s and skipping reader of 
my paper, seeing the word “inicmal" in my 
use of the notion of "internal rca.sons". and 
seeing it again in Chatterji's account ol 
'‘internal reiorm", may conclude that wc 
have convergent views, even though I have 
made lu) commitment to or even mention of 
intra-community democratic institutions, and 
insisted throughout on the necessity for statist 
reform. My point here is not just to say that 
this is a dumbfounding conflation, but to 
cxploiequickly how Chatterji's Fiiucauldian 
position and mine differ, for the difference 
is essential to this paper's promised task of 
superseding a certain disjunction. 

Chatterji is driven to his conclusion about 
intra-community democracy in India as a 
result of a crucial use he makes of an idea 
in Foucault's the idea of govcmmcnlaliiy.''* 
The crili(|ue of sovereignly inherent in 
Foucault's idea is put to use by Chatteiji to 
rule out the possibility that there can be any 
statist reform which is reason-giving and 
non-coercive. (Even if we disagree with 
(Chatterji on a number of things, we may 
grant to him the general connection between 


reaaon-givingandDan-coefciveness.lnother 
words, one may take for granted for the 
moment that any statiat imposition which is 
not at least implicitly reason-giving will be 
coercive, just as if I impose something on 
you without giving any reason, i e, without 
at least implicilly intending to appeal to 
something you would find evaluatively in 
favour if it from within your act of values, 
it would be coercive, in at least one intuitive 
sense of the term.) What Foucault and 
Chatteiji do is to use this general connection 
between giving reasons and non-coercion to 
arrive at a specific conclusion about how 
liberal states must be coercive. Essential to 
their way of arriving at this conclusion, is 
the appeal to a relativism about the very 
notion of reasons. 

Though he does not say any th ing ex plici ll y 
about external reasons, Chatterji- following 
Foucault - assumes that the liberal state and 
its principles are founded on an externalist 
conception of reason which is indifferent to 
specific identities, and again, though there 
is no explicit argument against the 
shortcomings of external reason of the sort 
I have tried to present in the last few pages, 
it is very clear from his paper and a senes 
of his other works, that he is dixpiy convinced 
of Its shortcomings (on grounds no doubt 
very diffcient from theoncs I present because 
they depend on a nortnative communi- 
tarianism which I shun). And consequently, 
because he thinks the basis of the stale 
committed to liberal and secular principles 
is indeed external reason, which is deli¬ 
berately blind to communitarian identities, 
bis view is Ibal a community cannot 
intelligibly give reasons for resisting the 
anti-communitarian homogeneity inherent 
in the inevitable secularising motion ol so- 
called “nationalisf' and "progressive” statist 
ideologies. Toenterimo the space of reasons 
at ail is to surrender to and he overwhelmed 
by this alien, modem set of tendencies 
destructive of community. As lie puts it: To 
say ‘We will not give reasons for not being 
like you ‘ is to resist cnienng that deliberative 
or discursive space where the technologies 
of govemmcniality operate. But then in a 
situation like this, the only way to resist 
submitting to the powers of sovereignty is 
to literally declare oneself unreasonable." 

The general trajectory of his paper, and 
that sentence in particular, reveals something 
exiremcly startling and interesting. And that 
IS that Chatteiji, for all his manifestly 
communitarian sympathies, shares an 
assumitton with his most bitter dialectical 
foe, the classical liberal iradilion. 1 will 
describe it in the idiom and framework I have 
been using earlier in the paper. It is the 
assumption that if. in the face of idcntily- 
cnnstituiing fundamental commitments, one 
cannot make coherent the classical liberal 
piaure of reason or justification for the liberal 
and secular stale, then reasons must fall out 
of the picture and the liberal state must 


necessarily be coercive because incom¬ 
mensurate. That is the crux of his use ot 
Foucault's notion of ‘govemmentality'. But 
-remarkably - it is also the crucial assumption 
(as wc have seen in the last section) of the 
reading of the notion of liberal rights ibai 
IS found in the classical liberal tradition. 
Here too it is taken for granted that if there 
were no arehimedcan reason given for the 
justirication of these constraints or rights, if 
their justification were derived from sub¬ 
stantive values and commitments, then there 
IK nothing to stop the slide into relativist 
communitarian mayhem. Chuteiji would 
find the description “mayhem” tendentious, 
hut he would be in total agreement that there 
was a correct point there, which he himself 
would describe more sympaihetically than 
a.s “mayhem'’. Hence, for both classical 
liberalism and for Foucault, it is “external 
reasons or bust.'”. Despite their deep dif¬ 
ferences of attitude toward the liberal state, 
for both of them thctc is a common autmtp- 
tion, which is that the liberat state is 
necessarily (and not just in specific h isiorical 
cases) arehimedcan. And if arehimedeanism 
(i e, if the external justifications of secular 
and liberal principles) is not able lodeal with 
the moral psychology of communitarian 
identity, then for both of them, the liberal 
state must necessarily pass into something 
else, something more coercive against 
communities, which, m turn, must be pro¬ 
tected in vannus ways against its coercive 
power. Thus communilarianism. This is the 
tension between the liberal stale and com¬ 
munity that I mentioned at the outset. Its just 
that now we are in a position to understand 
the philosophical'trajectory by which we 
have been landed with this seemingly 
unavoidable tension in our conception of the 
relation between state and community. And 
it is a philosophical trajectory in which the 
classical libe'al and iii>. Foucauldtan critic 
are co-propellers. 

I find i.-. this assumption that they both 
share the assumpiiim that one must chose 
between on archtrnedean liberalism and 
communit. r'anism, a quite impoverished 
conception of the Iheoreticai options: I have 
already addressed this issue by making 
theoretical space for an alternative reading . 
of liberal principles provided on the basis 
of a quite different mwle of justification fv 
them than is found in classical aichimedean 
liberalism, but a reading which at the same 
time makes no normative commitineitt to 
communitariantsm cither. I now want to 
concretely occupy this space by going on to 

argue against a very spccilk concrete instance 
of this shared assumption, a very specific 
consequence of their seeing the optkms in 
the restricted way the assumption sees Ibeat. 

The faituie of the traditio^ liberat nwnd 
the communitarian to see any other 
to their own and to each others' doctfhna 
transliiet into the following s ce na ri o in (he 
context of a specific issue such at that of 
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Muslim Personal l4iw in India today, n 
scenario in which the entire debate must be 
governed by a certain disjunction, a certain 
either/or; if there is to be change in Muslim 
Personal Law, it must eir/ierhe statist reform 
by a secular liberal state imposing its 
archimedeon secularism or it must be internal 
reform via the civil society or some more 
formal institutions within the communities 
This is just a concrete version of the impove¬ 
rished theoretical options. I mentioned a 
moment ago. And the theoretical framework 
I have been setting up in isInJi morai 
psychology is exploited t«i political- 
thcorcticul analysis offers a tentative way 
out of suchun impoverishing anddi.sjunctive 
option. Perhaps ‘impoverished’ is the wrong 
word to describe what I .am offering a way 
out from since it would be quite wrong to 
think that what is on offer is an enriching 
of choices with some llunl option. Rathrr 
what u on offer i.r to question whether the 
two disjiincts of the disjunctive opium ore 
really disjtnnt. In other words, the theoretical 
space created by this paper allows us to 
refuse to sec why it is that theorising about 
the .secular stale should, i n this particular and 
concrete context, have it that internal reform 
cannot take place on a statist site. 

This may seem initially sianling. a 
contradiction in terms, but the suggestion is 
that it will seem so only within the standard 
framework, one which, a.s I said, is shared 
by Chaiieiji ax well as his dialectical enemy, 
the clnssic.'il liberal. My proposal for tin 
alternative .seeks a way to refuse to allow 
that the liberal secular state necessarily be 
.seen as coercive in the Foucauldian way 
against the values of a community just 
because one rct'cigniscs the limitations of 
classical liheralism's archimclcan uspira- 
lioas. 

Since for Chaticiji internal reform is c.i 
hyimihesi non-ciercivc, if it can be shown 
that a liberal secular state provide.s foriniernaf 
reform in one pcrfccily plausible sense ot 
that term, then even he would have lo gmnt 
that such a slate is non-coercive. To show 
this one has lo show t hat the relations between 
Slate and community are .still within the 
range of rea.sons. For. os we saw above, it 
was the denial of this possibility that underlay 
Chatteiji's Foucauldian anti-statist proposal 
for exclusively intra-community reform via 
intra-community democracy. But. a,s 1 have 
been arguing, the rejection of archtme- 
deanism. of external rca.sons, still leaves it 
open for the state to be the site for internal 
reasoning, whereby the substantive values 
of communitarian commitments can be 
addressed and. substantive internal reasons 
be given in communities to agree to a secular 
outcome. (In fact if necessary different 
internal reasons can be give to different 
communities, depending on the make-up of 
their internally reinforced values, for a 
common secular outcome, t Such a common 
secular outcome - even though one starts 


with the deacriptive acknowledgement of 
communities to be addressed by internal 
reasoning by the secular stale - is what I 
hod. in my earlier paper. ‘Two Concepts of 
Secularism', called a ‘negotiated' secula¬ 
rism." And it provides for a genuinely 
liberating perspective which is hidden from 
view only to the extent that one dogmatically 
reads the sense of constraint expressed by 
the idiom of rights exclusively in theclassical 
reading of it. The perspective comes into 
sight a.s soon os space is made available for 
the notion of internal reasons. Chatteiji raises 
the spectre of governmental ity only because 
he sees no scope for internal reasons. 
F.xclusively non-statist intra-communitarian 
internal reform, therefore, is the last resort 
ofrclativisis.whocanrindnoroleforiniemal 
reasons. But a proper understanding of the 
moral psychology in my framework should 
demonstrate that relativism po.scs no such 
dra.stic threat. Why mrt'.’ 

One answers this question by getting clear 
on what it is to give an internal reason to 
another with whom one is in conflict or with 
whom one is disagreed. 

Relativi.sni i.s the consequence of thinking 
that if there is no transparent or externally 
cstahli.shed value with which a liberal can 
trump those with whom she is disagreed(c g. 
if the na'himedcan version of liberal truth 
is unavailable) then liberalism has nothing 
loresoit toby way of and everything 
else will seem like the coercions which 
Foucault described in terms of the phrase 
‘govcmmeniality". So. the Fiiucauldian says, 
instead of being coercive wc must leave it 
to those one is disagreed with lo son out 
things for themselves and hope they will 
come around to agreeing with us (intra- 
communitarian democracy being a natural 
proposaltotryandochicvethisinthe concrete 
c.ise we arc discussing). If hv intervened, 
lor example by invoking the liberal stale's 
backing as the carrier of liberal principles 
and trulh, it would amount to coercion 
(govcmmcntality) based on no reason (there 
hrfiij; no other kind of rea.son but external 
reasons. Aiitch admiiteilly. as we saw. arc 
poweriessasreasons inthefaccof communi- 
tarianidentity). Soihe implication isthut one 
cannot give an iiiiemol reason to an other. 
They must do it themselves with their own 
reprc.senlativc institutions 
That implication is what I am denying. 
Thu possibility of giving internal reasons lo 
another, which I am insisting on. is just the 
su^cslion that despite the powcricssncss of 
external reasons, it is still possible to be non- 
coercive because it is still possible to not 
Ignore ihe point of view with whom one is 
in conflict. It is still possible to appeal with 
reason to the other's point of view HI order 
lo resolve Ihedi.sagrccmcnt in ourown favour. 
How'? The giving of intcnial reasons to 
another docs nut consist in just plonking 
down a reason by claiming for it that any 
rational pcr.son must embrace it (as Rawls 


does for instance when he appeals to the 
suasion inherent in his higher-order desire 
to have our funire desires protected and 
fulfilled). Rather the givingofintenial reasons 
to another necessari ly seeks to find the other’s 
moral-psychological economy iitfirm in the 
relations bcixvecn its substantive desires, in 
the tense defined in Section II. (Or more 
strongly, if that is possihle, to find it 
inconsistent.) That is, it hopes to find the 
moral psychology of the other lacking in 
intern^ reinfureement of some of (he desi res 
it espouses, in particular Ihe desires with 
which we arc disagreed." If one can 
demonstrate to (he other that that is so wc 
would be giving them internal reasons, 
reu.<ions from within theirown point of view, 
from within their own over all corpus of 
desires, tochangc (heir mind on the particular 
matter of disagreement. Now of course there 
is no guarantee that (here will he such scope 
for giving internal rca.xnns in all cases of 
conflict or disagreement with another. I'hat 
is why there is perhaps no non-trivial a priori 
argument against relativism about values 
and that is why, no doubt, .some cases of 
conflict will he very hard. Any theoretical 
view that was blind to ihi.s would he 
unrealistic. All the same there is no reason 
to think that there isany permanent difftcuiiy 
or impossibility in the providing of internal 
reasons to another in cases of conflict. In 
fact it is (hc/>o»ihi/i(.vof such reason-giving 
to an agent nr community with whom we 
arc disagreed, which is a permanent one. 
sinccagenis and communilies.unlike perhaps 
rational automata, arc not monsters ot 
consistency. Nor arc they ever likely to be 
possessed of a maximal psychological and 
evaluative equilibrium, i c, possessed of 
maximally reinforced desires in the sense wc 
have denned earlier. Thei r desires and values 
are often in internal conllict, and certainly 
they arc permanently in potential internal 
conflici since agents and communities live 
in an environment that is changing, and such 
changes will often inject conflict into their 
values. 

This is ju.sl what Hegel called History and 
the dialectic it engendm. If we keep firmly 
m mind the cautionary remark stated in the 
footnote attached to this sentence, one very 
useful way of reading Hegefsprimary insight 
here is precisely to sec History as the 
movement and sway of micmal rea.soning 
in society with the state as the moral agent 
which is the scat and source of such 
reasoning.'- What Foucault fails lo see. 
despite some extraordinarily acute specific 
historical diagnoses of various social 
institutions, is that the success of these 
historical analyses yield him his healed 
relativist conclusions in pditical philosophy 
only because he is deaf to this Hegelian 
insight about History. As I said, it is true 
that there perhaps is no a priori argument 
against relativism once we see that the 
application of all archimedean strategies in 
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politic* tuch a* RawlK and Mill will 
tometime* render the moral-piychological 
tcmomics of certain agcntt and cottmunitics 
weak-willed and irrational. Even so. 1 am 
claiming that the right picture of moral 
piycholo^ with iis permanent potential 
scope for internal reasons should cau.se a sea 
of govcmmentality and nclativistit anxiety 
to subside. Perhaps relativism i.s a genuine 
and intractable threat in situations where one 
is disagreed with another who.se values are 
perfectly consistent, maximally reinforced, 
and permanently so. But it is safe to say that 
that is a contingency which is .so remote, if 
it is coherent at all. that relativism can he 
dismissed as a pos.sihilily raised only by 
moral and political theonsts who simply 
have not paid enough detailed attention to 
moral p.sychology and a.siccd under what 
conditions is the giving of internal rcason.s 
to another agent or community impossible. 
The conditions, as I h.ive ju.si noted them, 
arc so rarely likely to obtain, it they arc even 
so much as conceivable, that it is quite 
theoretically unsound to formulate a 
framework lor seciilansm. as Chattcrj i docs, 
that elevate.s iliciii to the normal circum¬ 
stances which secular duel line must address. 
Relativism, even it one caniioi show it to 
be logically mi.siaki'n. all llic same .ippcars 
as a real threat only to those who have 
responded Iihi generally and ton carelessly 
in the (admittedly) archimedean excesses ot 
classical liberalism. Chatierii, despite the 
imagination and occasional rigour ol his 
thinking, is one such. Relativism may not 
be refutable on logical grounds as arcbi- 
medean conceptions iit reason might imply, 
hut ec|Uully relativism cannot be thoughi to 
desenhe the normal conditions lor svhich 
theories and polilu al li.imcwurks and 
institutions must be umslrucicd. What I am 
.iilggesting by contrast is that a clear con¬ 
ception ot ihc scope lor internal rc.i.soning 
in politics captures far better than either 
archimedean liberalism or cominunilanan 
relativism the normal conditions m which 
mulli-commiinal societies hnd themselves. 

.So, in our concrcie case. I am arguing that 
we can dismount the sec.saw of statist versus 
internal reform by clearing space for the 
liberating idea that internal reform can happen 
on a statist sue. By this. I mean that the state 
can bring about reform in a way that appeals 
to (some oO the valuc-comimimcnis of 
communidcs whom it is seeking to rclorm. 
in particular by appealing to values which 
stand in inlirming tension with those values 
and pracnces which it seeks to rctorm. In 
other words it is the state which addresses 
them internally in a way that f/irv ilu'iiisrlves 
might have dune on intra-community sites 
in ChattcQi's conception. The general point 
is that internal reasons can he given lo a 
community by another, by the .secular siuic, 
and so the idea ol inicmal reform can be 
transformed from something which 
necessarily happen.s on intra-cominumiy .sites 


(a* in Chatteiji'* picture of things), to one 
which can happen on a statist site. And if 
the notion of coercion it conirattod with the 
notion of reason-giving, a state which arrives 
at secular outcomes in this way need not be 
.seen as any moiccoerdve than the procedures 
by which these outcomes are delivered on 
inira-community sites. To see things (his 
way is to see thic liberal state as being able 
to provide a Held of force of internal reasons 
addressing different communitarian per¬ 
spectives from within their own inicmal 
substantive commitments and unsettling them 
into awareness of their own internal in¬ 
consistencies so as to eventually provide tor 
acommon secular outcome each on different 
internal grounds. 

Such a theoretical view of the liberal state 
is of course dramatically diflerent from Ihc 
way in which Ihc liberal state appears in 
Rawls and Mill 1 n a moment I will .say more 
historically .spcofic things about such an 
alternative lo their conception of the liberal 
state. But first I want lo stress that it is not 
merely different from Mills and Rawls and 
other such archi medean posilion.s in t he ti berjl 
tradition, it is also mea.surdbly different from 
the lace-saving retreat of recent political 
theonsts in the faceof cummunitanan attack, 
which take all the content out of liber,ali.sm 
111 order to save soinc ol iis univcrsalism. 
Thus lake for instance Laclau in a recent 
paper called the ‘TheQucstionofIdcniiiy' " 
Alter considering in detail thcdifricully that 
ethnic identity raises tor the univcrsalUms 
ol secular liberalism of tbo classical picture, 
he explicitly rejects all 'secular escha¬ 
tologies’. a.s he eall.s them, and is. prepared 
lo see universality in politics rulrcal lo the 
sparest minimum that makes democracy 
po.ssibic in the first place. Pointing oui that 
even the particulansts talk in the idiom o| 
rights whenthey demand nghis forminonties. 
he finds in this idiom a uni versalisi discourse 
lhai enables democracy, even it not ihe full 
prestige of secular liberalism. He (rankly 
admits (hat univcrsaliiy so conceived has no 
bixly and coiitcm, it is, as he puts it. a whole 
viK-abulary ol empty signi Iters which surf ace 
precisely in such paradoxical phenomena as 
ciimmunitanans necessarily succumbing to 
the rhetoric ot minority nghis. But why 
should we allow the difficulties raised by 
idem ity to abandon full secular outcomes for 
such manifestly skimpy universals in liberal 
politics? To see the slate as a possible field 
of force for internal rea.sons is precisely not 
lo adopt the strategy of rcireaiing to thinner 
and thinner neutral ground that all com¬ 
munities and panicular identities must 
minimally share. It is rather precisely to give 
up on .seeking neutral common agreernem 
which may be nccessanly thin gruel in a 
multi-communal society, and instead tor the 
.Mate to seek for the thicker brew of a fully 
secular auicomcviaasigninguptoactHnnion 
secular outcome for different and therefore 
juui-neutral reasons from wahin their own 


very different mibstantive value economics. 
This is exactly what I had in Ihe earlier papa 
oir. secularism called an ‘emergent’ and 
‘negotiated’ secularism. 

Let me, then, re-imruduce explicitly a 
ibcoreiical term here for this idea of internal- 
directed changes sought by the slate within 
Ihc value commitments of communities, and 
call them ‘negotiations’. I call it a theoretical 
term bccau.se it is a term of art. a placeholder 
for anything which brings loetTect acettain 
k ind ol val ue outcome V la I ntcmal reasoning. 
A .secularism, which is the outcome of 
changes so achieved, would then be a 'nego¬ 
tiated' secularism, and if the changes were 
brought about on statist sites, it would be 
the achievement of u nun-archimcdcan 
secular state, one to which no doubt both 
Ihc classical liberal and Foucault would lake 
grave objection - the classical I ibcral because 
she allow.s no ambiguity in its reading of the 
notion ol liberal constraim.s expressed in 
liberal principles, and Foucault because his 
exaggerated anxieties about relativism have 
generated his peculiarly inllucntial kind of 
anti-stutisi neurosis 

I am keen to stress the highly theoretical 
nature of what is intended here by the lerm 
negotiation' because 1 want to warn against 
an unthinkingly vulgar inierpretalion of Ihe 
idea that might result by confusing it with 
what the lenii connotes in more common 
usage. In panicular I want to warn against 
what IS intended as either cenain limited 
lorms ol alliances or cenain cynical con¬ 
cessions by the stale to communitie.s for 
manifestly unsecular outcomes. 

Thus, tor insiance, it stands apart Iram 
something like ,:ie Leninist concept ol class 
all i.iiKCs, ss here the agreement concerns only 
circiiinslanli.il nialleis. bui Ihc identity ot the 
most reinttiiecd desires the values, remain 
iinieviscd hy the negotiation. It stands distinct 
from this concept since whai negotiation 
IS iniendcd to achieve is a revision in 
Loniinunitarian cnniimtmcnis. rcviston 
toward secularism via inicrtully directed 
reasoning.'' 

So al.s it .stands distinct from the sort of 
thing thai Sumii Sarkar attributed to me in 
a recent paper belore cniicising my idea of 
a ncgoliatcJ scculansm. He says: 

Through a detailed cnlique orPaithaChsneril 
and A.shis Nandy, Akeel Bilgrami. I thiok, 
rightly rejects as unsustainable any visioft 
of secularism which harked back 
nostalgically iq the idea of a pre-modem' 
India. His allernativc. however. Is lo 
acknow'ledge that secularism as a vshK 
through negotiation .. Panha Chatterji. 
interestingly, comes to a rather similv 
conclusion.. At Ihe practical or pragmatic 
level the I urioui thing about Bilpaml aid 
Cliaiierii is their lack of ongmality. 
after all. is what the much-aboacd ladimi 
secular state policy at ns worst has olkea 
amounted to: cffonsatfilacatHigco na em rt tie 
or communal Hindu and MustancomwaaRg 
leaders sHmiltancouxly, The classic 
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example would be Rajiv Gandhi in 1986. 
opening the lockx of Ayodhya nnd 
surrendering to Muslim fundamentalist 
pressure on the Shah Bano case. 

Well. I have already said something at the 
beginning of this section about conflating 
my position with Chattciji’s. And ( do not 
know what to say about originality, since I 
was not in any case trying to be original. 
I was only trying to say what I thought was 
true. It did surprise me though to be told that 
what I did say was anticipated by Rajiv 
Gandhi. In fact when I first heard and r^ 
Saikar’s chaige, it flabbergasted me to learn 
that Rajiv Gandhi's playing of the Hindu 
card and then the Muslim card during this 
period should be seen as an instance of what 
1 had III mind by the use of the term 
'negotiation'since it was part ofthat point, 
and in tact it wa.s explicitly part of the point 
oftheenlire paper thiu Sarkarwas criticising, 
that wc need a diagnosis of why an avowedly 
secular state seemed so often to appeal to 
the most shrill and communal among the 
voices in a community, when it did appeal 
CO the community. Far from commending 
this sort of cynical sops to the leactionary 
communal elements in communities, the 
paper was demandiiig a diagnosis for why 
“negotiation” (in the very specifically 
theoretical sense in which 1 had introduced 
the idea) was abandoned for those sops. 
Why, for instance, in the vety example that 
Sarkar cites, did Rajiv Gandhi take it for 
gnuUcU (hat he should not listen instead to 
the voices of the impress! ve mass of Muslim 
women who demonstrated outside the 
parliament during theepisodenf the Muslim 
Women's Bill? Or to put it mori generally 
and diagnostically, how isit (hat aij avowedly 
secular state finds itself repeatedly failing 
to be in a position to confidently assume that 
the moderate voices in a community (which 
even if less shrill are surely (he more 
numerous) are the more representative of 
public opinion on such things as the status 
of a mosque or of personal laws, or in an 
earlier period, the status of Urdu, and so on 
How is it that when it does repeatedly appeal 
to or address an issue that is necessarily 
located in community, the state has tended 
to appeal to the far smaller but more vocal 
reactioiiaiy element. In short, iww is it that 
ite stale has over decades failed to demo¬ 
cratise the vast mass of ordinary people in 
3 community, so that the reactionary element 
is seen to be exactly what it is, a small and 
unrepresentative minority within the com¬ 
munity? And 1 had suggested that part of the 
onger diagnosis of this phenomenon might 
se that even before statehood was acquired, 
iccularism was the archimedean rhetoric of 
I party which for six decades was nevertheless 
narked by the making of concessions to the 
dahasabhite and then subsequently other 
indu Right leaders within the Congress 
any and the leaders of the communal 
Muslim elements outside the party. I had 


speculated that the pufiuit of a leu archijne- 
dean riictofic and a greater such demoenti- 
sation for which there would have to be more 
descriptive acknowledgement of comimini- 
ties, would have allowed for the sturdy en¬ 
gagement of contestatiott by internal reason¬ 
ing with the communities, and may have pre¬ 
empted (be need for constantly having to 
make conceuions to the most communal 
elements to keep them subdued. Saikar thus 
came to cite bis example of negotiation as 
a criticism of my view Only because he quite 
failed to see the point of what I had termed 
'negotiation', which was a pmeess whose 
outcome was not intended to be such 
appeasement, the outcome wu supposed 
rather to be jecjdariim via interna) reasoning 
with the communities' other values. 

The ideal here is necessarily a delicate one 
to bring to practice. But as an ideal it strives 
to do at the site of a state what Chalteiji 
thinks can only be done at intra-conrniunal 
sites. Chattoji's argument is a simple one 
and it has its logic. Though he does not put 
it this way, it is a way to put it; if you grant 
rights to minority communities, then there 
is a danger that a small sub-minority of shrill 
leactionary voices within it will dominate 
the communitarian space you will create, so 
you must introduce intra-communal 
democratic and representative institutions, 
to suy their influence. But the logic need 
not get going in the Tint place, if the state 
were to be the site and the instniment where 
this democratisation happens. 

What a secular state, dying to cope with 
communitarian political voices on specific 
issues of the sort mentioned above, can do 
to give those voices the confidence to attend 
to the conflicts within theirownthinkingand 
values, and then internally reason them 
toward progressive and seculw commitments 
is not an easy question. But no Hegelian 
question is easy. What gi ves confidence and 
what overcomes defensiveness in a com¬ 
munity is various, and it is impossible to 
generalise about independent of very local 
context. It isforthis reason that theconditions 
that make possible a negotiated secularism 
should not be pinned down more specifically 
than the concept in its generality allows. It 
is for this reason that I have insisted on 
defining the term in a ‘Vhatever-it-takes” 
formula, and then tried negatively to say 
what it definitely is not. 

ft is possible tiM arefuul to acknowledge 
communities and communitarian issues even 
descriptively and a focusing instead exclu¬ 
sively on the issue of class - a familiar, 
longstanding, and exiremely attractive 
strategy - would be effective. But it is not 
at all obvious first of all that ongoing issues 
such as pentmal laws of Muslims ufill go 
away so simply, and by such an incUrect 
strategy, and in any care it it not obvious 
(hat the sort of Left programme that would 
have to be effective for that to happen it one 
that we can expect to be impletnai^ in our 


immediate times. Speaking historically, I 
diiiik it is not at all obvious that even its roost 
vigorous proponent in the mainstream 
national movement - Nehru himself - 
seriously believed that it could be imple- 
tnented except for about two and a half years 
in the I930t. 

None of this suggests that the Left 
Progtamme should be abandoned, only that 
other secular strategies should not be 
abandoned in the interim. Nor do the other 
strategies have to be in any antagonism at 
all with genuinely Left thiiiking, so long as 
such thinking does not confuse normative 
and descriptive a tti tudes toward community 
and assume that ill descriptive acknowledge¬ 
ment must amount to a normative one. or 
assume that a mere descriptive acknow¬ 
ledgement of community will thwart the 
i deals of the Left toward class equality. There 
is no reason for a Left programme to think 
any of these things because these are alt 
confusions and non-sequiturs. 

My seemingly paradoxical proposed 
strategy forasbuut vosion of interruil refom 
has two ingredients that are essential and 
which will remove the air of paradox. One 
is the democratisationof the community and 
the second is the arrival at secular outcomes 
by internal reasoning with the community 
(for both of which one has obviously to have 
what I calledadescriptiveacknowledgement 
of community).” Without the first ingredient, 
the second is not likely to occur. And the 
connection between the two is not hanl to 
see. The two ingredients are connected by 
a background premise essential to the strategy 
and framework I am proposing, a premise, 
which I actually take to be true even in a 
country like Iran today. And that premise 
is the simple fact that in any religiously 
characterisol community, such as Muslims 
and Hindus,'" the large majority of its 
members are not 'extremist' or 'al^utist' 
or 'fundamentalist' (all these expressions 
apply to slightly different things, but for the 
moment I will not be sensitive to the 
discriminations). The large m^ority of the 
members of such communities whether in 
Teheran, Bradford, Bosnia, Ahmedabad, 
Mumbai, or Ayodhya, are either indirferent 
to the enthusiasms of the extremists, 
absolutists, and fundamentaiitts, and busy 
with their own various occupations and 
preoccupations,orthcyarepositively against. 
the disruptions that those enthusiasms bring 
into their lives and the distortions that they 
bring into (heir understanding of quotidian 
rdigiouapractice anddoctrine.''It iaadistinet 
minority within the community winch has 
the fundamentalist enthusiasms,even though 
because it makes the loudest noise this may 
not seem so and it certainly doea not seem 
to have, been taken to be to by successive 
recent occttpaiMs of the Indian state. 

Bcghinlng with this empirical premise, 
the strategy's appeal to its first ingredient, 
democratisation, is just the foUowing. Given 
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that the ou^ority in a community are not in 
any caie actively or (feliberativdy opposed 
to secularism^ how is it that this distinct 
mdority can be put in a position to be seen 
as exactly that, the imyority, the voice mote 
representative of the community’s position 
on such matters as secularism and reform 
thantheftifidamenlalists. 'Democratistdion’, 
in my picture, is a label for the process by 
which the sude sees to it that they come to 

have this post tionand canconfidently assume 

them to truly have this position when issues 
such as reform of personal law come up. For 
once they can be seen to be the more 
representative voice, internal reasons can be 
given much more easily to the overall 
community to embrace the reform of various 
things that the state wishes to impose.'^ 
Democratisation is a necessary condition 
for successful internal reasoning with the 
community because until it is achieved, even 
this majority which has no deep shared value 
commitments with the minority of absolutists, 
is not likely to oppose the latter. Often there 
is a seemingly understandable reason why 
the nuyority within the community fails to 
stand up to the absolutist minority. Olien ii 
is due to a certain defensiveness against 
outside pressures on the whole communily 
(whether it IS the pressures on Muslims of 
India created by the forces of hindulva or 
the pressures created on Muslims in west 
Asia by the nco-colonial presence of the 
west and its client states such a.s Israel, not 
to mention Saudi Arabia aitd Kuwait). There 
is a feeling among the nuijority within the 
community, even though they have no 
sympathy for absolutist tendencies and 
enthusiasms of the minority, that in (he 
preseiKe of these external pressures on the 
community as a whole, they would he letting 
down the community as a whole hy opposing 
the minority of absolutists within it. I have 
written about such defensiveness in detail 
in my paper ‘What is a Mu.slim?'. I would 
not rehiMnc that discussion here. Enough to 
say here that it is the task of the state in such 
a situation to help overcome (his defen¬ 
siveness precisely by democratising the 
communily so (hat its most represemaiive 
sections can have the confideiK-e to resist 
both (he external pressures and the internal 
pressures of the minority whom they oppose 
- a good and necessarily dual struggle since 
it is - succumbing to the latter pressures 
which gives propaganda strength' to external 
preuures in the first place (witness (he 
hindulva propaganda on the Muslim refusal 
to accept any criticism of their personal 
laws). Unul the dcmocralisationiakes place 
and the majority within the community is 
filled with a certain confidence of its place 
iniheconununity as the representative voice, 
they will never allow those of their values 
that reinforce the need for reform in the 
comnamity's practices to trump those other 
values which are engendered by the 
defeotivenen, and so imenud reasoning is 


not Kfceiy to have the effect of promoting 
inienial reform. 

That explains a little the. role of demo- 
entisation at a necesiary condilion for the 
success of internal reasons toward secular 
outcomes. (I wilt give further below two 
historical example of efTmts at democrati- 
sation which can lead to aprogressi ve secular 
outcome by internal reasoning.) Its not as 
if Chatteiji does not see this point. But 
Clhatteiji thinks this democratisation should 
happen via intra-communitarian democratic 
institutions because hit reiativism makes 
him start with the assumption that internal 
reasons cannot be given to a community by 
.any other than the community itself, i c, it 
cannot be given or provided by the state. 
Since 1 think the relativism is not a threat, 
I chink his starting point is wrong; and I also 
think that his positive proposal for intra- 
community democratic institutions to effect 
the democraiisation’s has its perils. It is 
r^her the secular state’s obligation to produce 
such a democratisation. 

The perils in Chatteiji's proposal are 
obvious. An institutional setting of formal 
democratic representation within the com¬ 
munity would have the effect of entrenching 
the community inaway (hat goes well beyond 
the descriptive acknowledgement of 
community into a normative promotion of 
it. Being a communitarian. Chatteiji may not 
find this perilous, but others who also want 
internal reform but who do not share that 
normative commitment to community may 
find this a case orkeeping the bathwater. At 
any rate, a case of taking several steps back 
in order to take one forward.'’ If one wants 
to avoid these backward steps, how else may 
one think of democratising communities? 

There is no alternative but this: for the 
state toactively bypass the eliteor reactionary 
leadership of a community, i e, bypass this 
small but vocal minority (found, for example 
among Muslims in India, in such leaders arxl 
spokesmen as Bukhari or Shahabuddin) and 
intervene in the creation of a broad-based 
or mass politics directed toward a community 
in order to democratise them. 

If my dialectic, whichbegins withacertain 
empirical premise is right, this is a necessary 
precondition for the state’s rapacity tocreate 
a field of force for internal reasoning that 
might yield a negotiated scculansra, as 1 
envision it. Until such democratisation 
occurs, it is premature to ask the question, 
what are the insti lutional sites where the state 
can provide for such a field. On legal matters 
such as personal law, the eventual sites are 
bound to be sites such as the constitution, 
the legislature and the judiciary. But there 
is no canonical format for the effecting of 
internal reasraiing with communities, i e, no 
canonical format for what I have called 
‘negotiation’. Recall that ‘negotiation’ is not 
intended by any means to be an elite 
settlement by diKussions around a table. 
The notion of ’negotiation’ does niM 


necessarily even imply - at 1 hope is clear 
by now - that comimmitiei must sit and talk 
together.'* No more so than ‘co-ordination’ 
in co-ordination ihetwy implies necessarily 
that the groups or agents that co-ordinate 
must convene and talk themselves into aco- 
ordination equilibrium. The state can be the 
moral agent which effects co-ordination 
without in any way spoiling the ideals and 
ideas of co-ordination theory. Exactly so for 
my notion of negotiation. This is why in my 
earlier paper I had also interchangeably called 
it an 'emergent' secularism. So it is not 
possible to say that secularism ‘emerges’ or 
the state 'negotiates' thing.s to arrive at a 
secularism via some particular canonical 
formal, and it is not in general within the 
scope of this paper to articulate detailed 
I nstitutional blueprints for what i s to be done 
by a secular state such as India to implement 
the framework the paper has ileveloped. 
especially prior lo any effort by tbe state to 
democratise the communities. It would be 
pretending to more predictive power about 
the exact and detailed consequences of 
specific democrelisations. lo do so. This is 
becau.se diverse contexts in which different 
methods of democratisation are anempted 
would yield diverse institutional settings. 

But all the same there are very interesting 
(if not sustained) historical antecedents to 
the idea I am pursuing, and ail that this paper , 

can do now after having sketched the ‘ 

beginnings of an altentativc theoretical | 
framework, is to cite them to as to give a [ 
rough .sense of what in concrete terms it’s 
rramework envisioiu. Let me close, then, by 
citing two. 

One is the Muslim Mass Contact 
programme launched briefly by the Congress if 

Paityinthclau 1930s, which wasarevealing 
moment in the natiocud movement. What the 
programme re veal ed was a somewhat panicky 
acknowledgemem on the part of the Ckwgrest 
Party that their arebitnedean ibetmte (and 
their rhetoric of ‘composi(encss*>''wasquilie 
ineffective and had done noihing very much 
to democratise ihi, Muslim voices in the 
country so that the progressive among them 
could emerge as the representative voice. 

The archimedean stance of Congreu secular 
rhetonc had all along been something like 
this: “Being secular wc stand for evetyona 
and don'tdistinguish between oomnuttiiiear* 

How did the mass contact p rogra m me I am 
invoking reflect a repudiaiioa (albeit a brief • 
one) of this archimedean rhetoric? The vmy 
fact that it was a Muslim Mass OxMct 
programme was ui acknowledgemeM - at 
lemtiniqilicitly-thatthcpatty’tarchl m etle i m \ 
secular stance had been quite bUnd to the j 
need for descriptively acknowledging 
Muslims and then democratiBng than an -j 
thst they did not get hijacked hno the naoMaa iJ 

and dUisi cimununal direction tint JianA*a 

-I 


atallsurprising therefore that thegagnw#' 

angered Jianah and filled him with n^^ 
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of danger, for it hit him where he was most 
vulnerable, his elitism and his capacity to 
manipulate a visible, vocal, and welt-placed 
minority among Muslims capable of 
sounding communal anxieties to the colonial 
state.^ It IS only such a democraiisation of 
a community at the level of its masses that 
could have the effect of giving its non- 
communal leadership a position of centre- 
stage as representing the community, a 
necessary step for an eventual secular 
outcome. It would nut be idle, in fact it would 
be must interesting, to speculate whether the 
Mu.slini Mass Contact programme, had it not 
been prematurely and abruptly arrested by 
the Congress Party’s own leadership, would 
have had the sort of democratising effect 
within a community whose name the move¬ 
ment took, and therefore had the conndcnce- 
inducing effect within thccommunity, which 
I am claiming is a necessary condition to 
achieve the eventually negotiated alternative 
to aichimcdean secularism on the one hand 
and to intra-community internal reform on 
the other. Admittedly in this case the demo- 
cratisation would not exacti y have been done 
on a secular staiisi site since an independent 
state had not been achieved, hut it would 
have been a genuine proxy for it since after 
all it would have been at the site of a secular 
party gearing itself to acquire statehood. 
That is enough for me to make the point I 
want to make against Chatteiji 's anti-statism 
and his insistence on intra-communitarian 
sites for democ rati sal ion and reform. 

Another historical moment (also very 
quickly aborted) which is not quite so clear 
a case of an effort at democrat isation by moxf 
■' contact, is still interestingly revealing of 
how a broader section of a community can 
be given conndence by a state and then 
induced by internal reasoning toward a 
secular outcome. I have in mind Bengal in 
the time of the C R Das Pact. Consider the 
following very specific case. A close look 
at the details which surrounded the woman 
suffrage bill which was passed in 1925 in 
the provincial legist alive council, after having 
been defeated four years earlier, suggests 
very strongly that it was the pact (adopted 
in i923)whichwasccntraltothisprogressive 
and secular legislative reversal. Muslim 
membeis of the legislative assembly had 
votedpredominantlyagainsithebillin 1921. 
but by 1925 it was the Muslim members, 
speci^ly the Swarajist Muslims behind C R 
Das. who had been emboldened to vote for 
it in laige enough numbers to make the 
difference and get the bill passed.'^ And they 
did so despite the fact that the party exercised 
no whip and in fact made an explicit decision 
not to put pressure on them to do so. The 
pact gave them the confidence to allow the 
arguments appealing to their own nalionali.st 
and secular values (arguments which were 
pressed upon them by their nationalist 
colleagues) to internally trump their own 
’• other values by which they themselves had 


argued forlheopposite conclusion four years 
earlier, viz, that stricter observance of purdah 
among their women would inhibit them from 
voting and put the community to a dis¬ 
advantage. I think one can see in the dialectic 
of this legislative turnaround and in this 
moment of the Bengal Pact, which was in 
other ways too a very dynamic period in 
Bengali colonial history, a sense of what I 
had in mind by a field of force of internal 
reasons being carried out on a statist site by 
which a progressive and secular outcome 
can be achieved. The pact and its architect 
bypassed the aristocratic and the westernised 
Muslim leadership and appealed directly to 
a far larger class of Muslims in the districts. 
Such a broad-based support for Das's 
Swarajist politics no doubt came partly as 
a result of the pact’s fairly generous con- 
cc.ssions to Muslims on the matter of their 
repre.scniation in the council and in local 
bixJies and government appointments, which 
in today’spolitics would benghtly considered 
a non-sccular arrangement. But despite this 
perfectly correct contemporary response to 
such arrangements, it would be quite 
anachronistic (in a context shaped by the 
Montaguc-Chelmsford reforms which had 
explicitly articulated a policy of separate 
electorates for communities) to say that that 
such concessions as the pact made then to 
a community that formed the majority in the 
province, was an entirely unworthy method 
of giving the community the confidence it 
needed to reason its way to a less insular 
and more progressive politics. And in any 
case, it was not just these concessions that 
lay behind the democraiisation for, as 
Chatteiji himself points out in an interesting 
article,'* the background of the Non Co- 
uperalion-Khilafat movement did much to 
broaden thebascof Muslim politics in Bengal 
- a background which made a considerable 
difference to the pact’s capacity to convert 
Muslim leaders to the less insular and more 
progressive way of thinking. Hence even 
though the pact was not endorsed by the 
National Congress Party, and i is good effects 
in Bengal were all quickly reversed after 
Das’ s death when communal politics returned 
to Calcutta and Bengal, the fact is that for 
a very dynamic and revealing period of three 
years or so, this pact, which was unlike all 
previous Hindu-Muslim pacts in intention 
and effect, went beyond elite settlements on 
seats and offices to the democraiisation of 
the Muslim community. And the general 
point I want to stress in raising this example 
of the pact is that it was the provincial state 
under Das that was responsible for this 
dcnHx;ratisalion which in turn allowed, as in 
the specific legislative example I gav^for the 
community's leaders to be internally per¬ 
suaded out of their communally defensive 
resistance toaprogressi VC pieceoflegislation. 

These are all details, details about how the 
state needs to intervene and democratise in 
a way that the slate can then on all matten 


regarding the secularisation and reform of 
a community's practices assume that the 
(moderate) majority within a community 
(which has no absolutist objection to 
secularism) is the voice which gets beard, 
thereby allowing for an internal basis for the 
state’s liberal and secular reforms. All of this 
requires a descriptive acknowledgement of 
community by the state, which aichimedean 
secularism refused, but it requires no 
normalivecommitmemtocommunity. which 
communitarianism pursues. 

Getting back then to the overall theoretical 
framework, I hope these details convey 
something at aconcrete level of the theoretic^ 
space I have been trying to clear in these 
pages. That space was the space which lay 
buried under a thoroughly misleading and 
conceptually impoverishing disjunction that 
1 began with. It is a space sensitive to the 
moral psychology of identity which is missing 
intheclassicalliberal formulationsof secular 
liberal doctrine such as Mill’s and Rawls’, 
at the same time as it is a space that does 
not permit any scope for this sensitivity to 
degenerate into a relativistic and anti-statist 
communitarianism. Chatteiji.and Foucault’s 
disciples generally, have their right to be 
despairing of the stale in the face of its many 
failures, though one wishes they would 
remember its many successes as well. But 
despair is one thing to which anyone has a 
rigM depending on how they perceive and 
interpret the facts around them. It is quite 
another thing to erect their despair into a 
philosophical doctrine that entails an a priori 
pessimism about the stale. This space, which 
Chatteiji fails to find, is one that gives one 
an equal right to take a different attitude than 
despair in the face of the state’s failures, 
since it allows us a question which for him 
is necessarily bogus, the question; "Why 
can't wc struggle toimprovc the .state'.'" This 
paper has tried to give a very abstract and 
perhaps needlessly complicated argument 
to make that space and that simple question 
possible. Political theory generally, and 
liberal doctrine in particular, desperately 
need rigorous formulations to fill such a 
space.’* 

Notes 

1 As IS well known, the ilireclive in Ihe 
Indian Consiiiution about uniformity in 
Ihe civil code was delayed in its application 
due to the seme of its fnuners that Muslims 
were not yel in a stole of preparedness to 
embrace it. 

2 It is a niuural worry (hat, in certain contexts, 
the idea that members of a community (say. 
traditional Muslim women in India) conslmply 
up and exit their community so as to be free 
of the oppressiveness of some aspect of 
personal law. is not a realistic idea. Thmtiuiy 
be loo much by way of internal inhibition as 
well os external constraint for them to be able 
to do this easily. In these contexts, Ihe right 
to exit will not be 0 powerful enough libaal 
tool, merely an acadmic and forniii libeni 
proviso. As I have argued in my paper‘What 




*'''ooomic ' d Politic*) Wei- ly Octnher 4, 1997 




1( • MaiUmr ovarwid above die right 10 exit, 
another tUag for Ubeiali lo.itrive for U to 
detnocndie the commooity away bam Its 
absoludat kadenhip so that a seme is created 
in the cofiumimiy that if the secular stab 
requires it to give up on this or that eletneiit 
ina legal code, it •vaaM not mean that it has 
destro^the Mutlimideaiity ofitt metiiben. 
The hIm that one sheds one's Muslin identity 
if one gives up on some laws is an idea based 
on a highly c^ried concept of identity, and 
need be no port of the self-conception of 
Muslims, so long as they ore not dominated 
by on unrepresentative fundamentalist 
leadenhip which dogmatically dislotu the 
peycholo^ of identity by insisting on such 
a codified conception of it. For this a certain 
sott of democratitation has to take place, on 
which more toward the end of this paper. 

3 I have written elsewhere on the compatibility 
ofon intelligibly fomwlMcddetetininism with 
agency and moral psychology. See the lost 
few pages of 'Two Concepts of Secularism: 
Reason, Modernity and the Secular Ideal', 
EammtU' and Political Weekly, July 1994. 
and also '.Self-Knowledge and Rerentmcnl' 
in Knowing Our Own Minds, Cnipin Wright 
and Bony Simlh (eds) (Oxford University 
Press, 1997). It gels a more theoretical 
uealment in my Seif-Knowledfe and Inien- 
tinnahty (forthcoming 1998: Harvard 
Univeniiy Press). As fur methodological 
individualism, I am. for the purposes of this 
paper, assuining that eveiyihing I altnhutc in 

paychniogy to a community can be 
translared without residue into aitnbutions 
made to individuals under the aspect of iheir 
communal identiiy. Thus, the idea that 
Muslims desire or value s can. ifone wishes, 
be tnauloted as the idea that many or most 
indivkfuals, qua Muslims, desire nr value x. 
So. no aitnbutions of desires or values to 
communities mode in this paper have to be 
seen as non-supcrvenicni on individual 
attributions, in order to make their point 

4 I say “in the normal case"" because of coune 
someone eon strain and contrive to cook up 
scenarios m which fnr some person the desire 
for tea may be linked with more than con¬ 
sistency to the desire to do philo.sopby. in 
which case the contrast between the two pairs 
will be lost. In that care one will just have 
to appeal to different examples in raise the 
point of die challenge. The challenge holds 
just in case there are any cases of relations 
where there is an intuitive relation between 
desires which exceeds consistency in this way 
without collapsing with inslnimemality. The 
fact is that any psychological economy is 
ridden with such relations between desires, 
and lhal is why reuiforcemeni is such an 
important and central notion for Ihe study ol 
rationality. 

5 Saying this here does not take a stand on ihe 

question of supervenienceoflhescoltribulinns 

to collectives upon attributions to their 
constituent individuob. .See theclosing remark 
in note .3. 

6 I use the word value 'economy' and psycho¬ 
logical 'economy' earlier to lalk of a cotpus 
of values, and desires more generally, which 
have internal relations with one another, 
relations that contribute in ihcir overall 
rationality. This is a quite specific use of the 

term and I hope the render will not be tempted 

to think that this use of the word has anything 
to do with recent uses of such expressions 


‘inani economy*. It docs not 

7 The reason for iMs exc^tioa to an tqipioval 
of the ordinary conceprioa of righu should 
be obvious and familiar. The caie for rights 
of individuals against, in particular.asocialist 
state it notorionsly wrakened by widespread 
Ustoticol cootingeiicies in which the full 
Bxereise and protectionof these ti^ predict¬ 
ably leads to measurable deprivations for 
large sectiom of Ihe society . 

8 John Stuart Mill. Chapter II in “On Uberty”, 
Three £fxays(Oxfofd University Preu, 1973) 

9 Rawls. Theory Injustice (Harvmd University 
Press, i97l)and/’r>//'fr'ufti'heni/uiii(Harvarri 
University Press 1994). 

to Thtt it Ihe most inletcsiing way of reading 
Rawls, sinoeitmaket the projectinlellectually 
the most ambitious. Ifwedid not demand that 
the principles should be chosen no matter 
what we contempUle ourxelvet os being, then 
those conlnacting might gamble that they 
would not have tiiit or that substantive con¬ 
ception of the good when the veil was lifted, 
and so might choose pnnciplcs which are 
indeed biued in favour of the range of 
substantive values in favour of which they 
havegomblcd. This would not yield principles 
of justice, or justice as fairness, to use Rawls 
phrase. And then to rule out such outcomes, 
tome constraints of a tense of fairness would 
have to be built in to those contracting, which 
would make the theory much less ambitious, 
i c, the method would begin to look like one 
of fairness in-fatiness out. 

11 See Puliliail IJberalism. op cit. 

12 Mill's argument, crudely pul. says that we 
shnuld embrace freedom of expression as a 
principle even if we are very devoted to our 
opinions and finddissent from them repugnant, 
because it has often been the cate in the past 
that people (inclixiing ourselves) have held 
their opinions devoutly and these opinions 
have turned out to be false. 

13 I do not actually think that there is a well 
formed tlebale about the rights and wrongs 
of modernity. I have argued so in my paper 
'Two Concepts of Secularism. Reason. 
Mortemrry. and the Archimedean Ideal', 
Economic and Politit ai IPeetlv. July9.1994. 
Also in another paper entitled. 'Nationalism. 
Secularism, and Modernity' in ' Bhargava 
(ed), Essayron SeiulonrrelOxford Univeisity 
Press, India, 1997) 

14 I have done so in Ihe last part of my article 
‘Two Concepts of Secularism', op cit and in 
an unpublished manuscript entitled 'Marx 
and Self-t>ecep(ion' 

1.3 op cit 

16 op cit 

17 Actually Ihe accumulation has been longer 
and thicker in the stewing. Apart from Ihe 
papers just cited, and also Ihe papers cited 
eariier on redefining certain Marxist notions 
along inremalist lines, there were papers which 
discussed the R ushdie contru veny along these 
inlcmaliit lines, arguing that Ihe best defence 
of Rushdk was not to plonk down the free 
speech pnnciple os an archimedean liberal 
iruth but to argue forlheprincipleby appealing 
to values internal to Muslims See 'Rushdie 
and ihe Reform of IsUini'. Ecimomlc and 
Political Weekly. March 24.1990, nod 
‘Rushdie, Islam arid Post-Colonial Defensive¬ 
ness' in Tale Journal of Cri/iti,wi, 1992. 

18 ‘SecutansmandToleralion'iaft-MmMiH'und 
Political Weekly. July 9. 1994. 

19 Michel Foucault, ‘Govemmenialily’ in 


Graham Buschdl, Colin Coidon. and Peter 
Miller (eds), The Foucault Efftct: Siudirs in 
Gin/emmenlalily, (University of Chicago 
Press. 1991) 

20 up cit. I had also there called it an "cmergem 
secularism”. More recenily Charles Taylor 
has alto wrinen a fine artide on tecuianim 
along these lines in terms of the notion of an 
'ov^apping co n se n sus' which is to be 
published next year in a voiume of essays 
edited by Amiya Bagchi. My present paper 
and his paper were both piesenicd at a 
conference on 'Multiculturalism and 
Governance' held in Kasouli in March 1995 
Professor Bagchi's volome is to be a publi- 
catiori of dial conference's proceedings. 

21 The reader must keep in mind fiiinly Ihe 
broad sense of "desires'' with which I began. 

22 Uf course in one sense il would be a highly 
revisionisi reading of Hegel, since ii would 
not embrace any of the determinist and 
historicist irajeclonex that surface in his 
writings There is no suggestion in whol I am 
saying of ihe idea thol History and Ihe 
inlcroalist diaicclic il engenders leads in¬ 
evitably to liberal oronyotbcrconsumiiialions. 

23 In Wilmsen and Mcalisler (eds). The Poliiics 
of Different r. University of Chicago, 19%. 

24 I use the lerm neurosis, despite its eilfe. 
dclibcralely. And 1 cannot resist lecoioiting 
an exchange lo justify its use. After giving 
this paper in Colcuna iccendy. I ivos asked 
a question I with 4 slight sense of chaHenge) 
about whether I liid not think that all of the 
states which I thought progressive were 
coercive I resporujed that I did not dunk it 
terminolugically useful, for msiance. lo 
describe the incipient welfare stale in Brilaifi 
immediately after the second world war as 
'coercive'. And as a counter challenge 
intended half in jesL I asked whether the 
person asking me the question would detcribe 
on agency of l'« stale which offered an 
individual free surgery when he was in ihie 
need of il and wanted il. as 'cocieive'. The 
reply came quickly Yes. it wnuidbe properiy 
described us 'coercive' since Ihe mdivkhral 
would very likely not know the rules and 
principles of the stale's buieaucnicy by which 
Ihe free surgery was being made avmlable. 
and lhal was proof that Ihe stale was an 
I’xicrnal agency lo which one simply a ub m i ii ed 
wiihoui any detailed knowledge of ill 
workings over us. T's my mint! here‘coeicioil’ 
has been ic a ludicrously cognitive notion (a 
grotesque caricature of the cognitive tin dial 
Foucault btoughl lo the noHon of power) - 
as if one would be 'coerced' by a Weere IliU 
one was enjoying just bectwx one did not 
know ihc piinci^es by which it blew over 
one!'Neurosis'seenn tome arpoK apt rlcKfip- 
tion for what such anti-statism bre became 

25 Of course Lenin was rpnie right ihtt if one 
understood the roncepi of class property, 
then class alliaisccs would necessarily be 
this kind. Its not that I am saying that he was 
wronglo soy what he stud about suchaBiacea. 
ill radier ihat I am saying such all i a ii e es are 
not whoi I inieiuled by 'negoriatian'. 

26 Sumit Satkar, 'The Anri-Seculariat Griti^ 
of Hindutva: Piohlems of a Shared Discunive 
Space' in GrnmiMf (vo) I, 1994). 

27 Even more numbingly crude a canftiaiMi lay 
in another charge that my lietcfi^uc 
acknowledgeineal of cornmuMies amawMad 
10 a vision like the millet system rluting 
Ottoman period, where for 'mttanen Riiaria* 
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Mid Greek Orthodox comniunitiei were 
acucpied u living under their own codes of 
Uw (This, despite the fact that I had stated 
repeatedly in that paper (hat such an 
acknowledgement was to he the Tint step to 
finding a way to arrive at a uniform civil 
code.) I was in fact amused to hear that this 
was the reason cited for nut reprinling my 
article Two Concepts of Secularism' m 
the publication ol a leftist journal. Of course, 
it IS perfectly natural for a leftist publication 
In not want to reprint an article which made 
such a claim The scarcely credible thing is 
rather that such a claim could possibly be 
seen by a clear-headed and honest reader to 
be even remotely implied by the words I 
wrote 

28 There is no reason to believe that the vast 
masses of ordinary Muslims and Hindus 
distant from the citte bargaining at 
mctmpniilun political sites, had the sort of 
deeply felt reactionary coinmunitanun 
coinmiimcnls needed to bnng about nuiconies 
such as the hill m question, or (in the case 
of the Hindwi) the dcslructinn of the mosjid 
at Ayodhya and - in earlier days - the 
suppressing of Urdu in Northern India. 

29 But, equally, descriptive acknowledgumcnt 
of communities without these two elements 
is obviously not enough for if it were, it might 
take the fonii of cynical appeasements to the 
most communal and reactionary element of 
the communities. asinSorkar'sexumpIc which 
I discussed above. 

.^0 I will repeal here something I have been 
saying as caveat in all my writing on this 
subject. The very idea of a religious com¬ 
munity IS a problematic one since ‘Muslims' 
and 'Hi ndus'. as categories which we invoke, 
are meant In describe a collection of people 
who ore in many senses neither religious nor 
a community. Like all such caiegones' they 
humogcni.se diversified socuil phenomena 
But this anii-homngcnisalinn point can also 
be mode into a banality, and it does not follow 
from It that we shouldn't invoke these 
caiegones at all In describing the politics, 
s^rofthe Hizbullah in Lebanon oraptominenl 
stiaininthc Algerian opposition, it is perfectly 
natural to desenbethe ideologies as consistiiig 
of a highly politicised vision of a religious 
community. Dues it mean that all Muslims 
share this ideology? Does it mean that Muslims 
everywhere do not have other identities than 
their Muslim-ness? Of course mit. But the 
having of multiple identities does not cancel 
the idea that in certain historical and political 
contexts, religious identities might ttominate 
many of the other identities, in some 
populations m some parts of the world. And 
much of the broader applicatian of categories 
like 'Muslim', as I have said ia earlier papers, 
comes from the fact that many others who 
may not share any of these ideologies or even 
these contextually dominant identities in their 
personal lives, do not (out of defensiveness 
against external alien forces) nyer / the ideo¬ 
logies and contextually dominant identities 
of the absolutists. See the next few paragraphs 
in the text for more on this defensiveness. See 
also ‘What is a Muslim?’, op cit. 

31 In my earlier papers on Rushdie and in'What 
it a Muslim?' 1 had referred to this majority 
within a community as "moderates". I am not 
ha(^ with that term, but do not have another 
to put in its place. 

32 1 intend this point to be general and not one 


just about Muslims sod intcnial nform. Ttmt 
is why I mentioned Mumbsi, Abmeds ba d, 
etc, a^ve. I believe thM if democratisstion 
hod occurred of Hindus too, then the stade 
could have confidently assumed that the 
majority of Hindus felt nothing very sODiigly 
about opening of the locks at Ayodhya and 
left things well alone. Its only becuue a 
minority of Hindus hod lobbied in the public 
domain in a frenzy while the mqjofity had 
remained silent (a failure of democratisatlon) 
that Rajiv Gandhi could play what he himself 
called the "Hindu card". Failure of demo- 
cratisalion is reflected in the fact that Hindu 
opinion was thought to be represented by this 
shnil minority. 

.13 Given his general onti-siatism, there it in any 
case B somewhat inconsisleni disregard on 
Chutteiji’s part for the coercive pouiMlities 
of mtra-communitarian itatism that would be 
created by his own proposal. After all if 
indi viduols withi n the community dissent from 
majurilorian oulcomrs in (he deliberations of 
ucomitHinity’sfcpresentative institutions, why 
should this not amount to those individuals 
being coerced just as much as commumlies 
cbi m to be coerced by .secular majoritarianism 
at the extra-community nr national level. There 
are two (related) rea.sons I can think of for 
why Cholterji should he blind to this pos¬ 
sibility: (I) his communitorianism conceives 
communities as the,ultimate repository of 
social good, so statism within the community 
cannot be objeclinnabte: and (2) suiusni is 
acceptable within the community and not at 
the level of nation because individuals have 
ftiimiirdial alltgiMres only to comiminities, 
and not to more ahuratt things like a nation. 
Both these reasons would allow him to 
disregard (he worry about the intra-communol 
statism being coercive of individuals within 
the community since, given the first reason, 
cnerckmcannol iKcurwhere one is constituted 
by what IS supposed to be coercive, and, given 
the second reason, one could not be coerced 
by the agencies of something to which one 
has a primordial allegiance, only by the 
agencies of something to which one lacks 
.<ui7i an allegiance. I find both these rationales 
very suspect. In the first, such a strong 
conception of the social constitution of the 
individual by the community amounts to a 
rather dangerous theoretical consolidation of 
traditionalism and social conservatism. In the 
second. I don't believe that there ore any 
primordial allegiances, that is to say allegi¬ 
ances which could not be overturned as a 
result of lacking reinfoieenwnt in the sense 
defined above - and when they ore so overtur¬ 
ned, the agencies of the intra-communilorian 
stale should seem no less coercive to Chatterji 
than the nation-stale. 

34 Not that it need always be a bad thing if they 
did so. Its just that that is not the point of 
the nottoD of 'negotiation' any more than it 
is (as I say below in the text) of the notion 
of 'co-ordination' in co-onhnalion-theoty. 
Even Sarkor in the preposterous example he 
cited does not seem to think it is a case of 
leaden getting together and negotiating. But 
I can see how the word 'negotiaAon' might 
lead a reader to think that it is, ifhe does not 
pay attention to what cIk is being said, and 
to that exKM I should pertiapi have chosen 
another word. I had, in f$ct. in the earlier 
paper also used the term'etnergcM'seculariim 
as a synonym of 'negotUded' secularism and 



as an antonym dforcMoiedean" s ecn l itis ir 
Even to Gyan nakoth seems an btw beei 
milled by the word 'negotiation' to nriu ih 
point whM in a commem on a peper of min 
given at Cotumbia University, he suggesiei 
that my view of how secuUiiisin was to b 
acMeved sounded too much like a debatin 
society ideal. The examples of negotiatin 
momeiHi which I give below in the text, am 
which I had ciM in the paper he wa 
commenting on, i e. Bengal in the period o 
the Das Pact and the Muslim Mast Contac 
Programme, do not teem much like debatin 
society events. But, in any case, I don't evei 
think that the ordinary use of the won 
'negotiate' (quite apart from my theoretica 
introduction of it as a tenn of art) alway 
requires any thing like people getting togethe 
and talking. We often say “She negutiatec 
that difficulty very well” or even "Slu 
negotiated that crowded Inteisection ver 
well” without there being any suggestion o 
getting together and talking with others. I 
just means that she come nut of these situation, 
very well by acknowledgii^acertain problen' 
and deploying the means she had at hand Ii 
my usage: the stale similarly negotiates oi 
outrome (a secular outcome, in this case) b; 
acknowledging the descriptive fact of com 
munities. and deploying the means (demo 
cratisotion and internal reasoning) which i 
has at hand, and this need not in any waj 
involve the communities getting logellicr am 
talking. (The historical examples I give below 
Certainly do not involve it.) 

35 Congress talk of ‘composileness’ was Iheii 
occasional efTort at stepping down from the 
high horse of orchimedumism to acknow¬ 
ledging the problem raised by the descriptive 
fact of communities. In ‘Two Concepts ol 
Secularism’ I hod criticised the disingenuous 
talk of “compositeness" by the Congress Party 
as a specific way of avoiding the tasks ut 
democratisaiion. 

36 There has been a tendency to think that Moss 
Contact Programme was ic.slncled to a very 
small area For a good corrective to this see 
Mushirul Hasan's essay 'The Muslim Mas< 
Contact Campoigns’ in Mushirul Hasan (ed). 
India's Partition (Oxfoid University Press 
India, 1993) 

37 For details, sec Bengal Ixgislulive Council 
Proceedings, September 1921 and August 
1925. 

38 ‘Bengal Politics and the Muslim Mosses. 
1920-1947’ in Mushirul Hasan (ed), India's 
Parlilitm 

39 In writing (and then m revising) this paper, 
I have been much helped by conversations 
with Sumit Sarfctr. Tanika Sarkar, Aijaz 
Ahmad. Panha Chttteiji, Alan Moniefim. 
Sugalo Boae, Isaac Levi, Carol Rovane. David 
Bromwich. Stephen White, Cyan Ptokasb, 
Ravinder Kumar, Kntnkum Sangari, Rajeev 
Bhaifava, Javeed Aten, Garrett Dedrel, and 
Zoya Hasan. Comments from members of 
audiences at Bombay Universtty, the Nehru 
Library at Teen Murti in Delhi, Centre of 
Social Science StutSes in Calcutta, Institute 
of Advance Studies in Shitnla, and the con- 
ferenceon 'MuhicnlturaliimandOovenMnce' 
at Kasauti have alio been helpful. A number 
of the themes of this paper are discusied in 
much gieaier detail in my forthcoming book 
Politics and the Moral Psychology iif Identity 
(Harvard University ^ss and Oxford 
University Piets, India). 
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and Instruments for the External Sector 
Mith an Open Capital Account 

Sltikynttia Pattanaik 

The move to a market-determined exchange rate system alongside surges in private capital flows has constrained 
the authorities from using the exchange rale essentially as an instrument since ensuring a stahle/nan-appreciating 
exchange rate has become an objective in itself. The .sacrifice of monetary independence resulting from large 
intervention pursued with a view topreventing significant real appreciation has brought to the fore the government's 
commitment to a sustainable level of current account deficit. Bat the conduct of exchange rate policy - whether 
to use the exchange rate as an instrument or a target - has turned increasingly complex. Consistently preventing 
the exchange rate from settling at levels justified by market forces may emerge as a major stumbling block in 
furthering the process of liberalisation of capital account transactions. 

This paper is an attempt to place in proper perspective the various issues relating to 'target' and 'instrument' 
for the external .sector while focusing on the relevant strategic policy options that would be available to the country 
as it integrates further with the international financial system. 


THE balance of payments constraint for the 
conduct of monetary policy which was 
essentially a policy concetti during the fixed 
exchange rate regime, re-emerged even in 
the period of generalised floating following 
the policy authorities' preference for 
managing the exchange rates in the face of 
slow pace of adjustment of trade flows to 
exchange rate changes and rapid and 
unexpected pressures on the exchange rates 
stemming from the surges in capiul flows. 
The perceived independence in the conduct 
of monetary policy to achieve internal 
objectives of growth, inflation and 
employment in the absence of any 
commitment to exchange rate levels in a 
flexible exchange rate regime has been 
sc vciely undermined by the degree and nature 
of volatihiy in the exchange market emanating 
from the nuLssi ve cros.<i border movement of 
private capital flows in a globalisd financial 
system. Increasing realisation at the policy 
level that exchange markets are not efficient 
and that observed excliangc rate at any point 
of time may represent misalignment or 
departure from the underlying eriuilibrium, 
necessitated the need for clear identification 
of targets for the external sector and 
instruments for attaining the targets. 
Exchange rate which was traditionally used 
as an instrument for containing the current 
account deficit within sustainable levels, 
gradually emerged as an objective in itself 
in the face of bandwagon effects and 
speculating bubbles often dri vmg the market, 
involing explicit commitments to stable 
exchange rales consistent with economic 
Auidamentals. Given the dual role that an 
exchange rate can perform (i e, while a stable 
nominal exchange rate could anchor domestic 
inflation, a non-appreciating real effective 
exchange rate attained lhrough> nominal 
exchange, rate movements consistent with 
inflation differentials could preserve external 
competitiveness), at the policy level assigning 


relative weights to the objectives of inflation 
and external competitiveness also appeared 
critical. With sustainable CADs and stable 
exchange rates both becoming objectives for 
the external sector, countnes lacing surges 
in capital flows with past experience of 
periodic externa] imbalances in the current 
account, preferred attaining the objective of 
CAD by preventing a nominal appreciation 
of the exchange rate; i e, as.sigmxl greater 
weightage to preservation of external 
competitiveness and thereby followed the 
REER rule. The extemaJ sector objective, 
thus, started operating as a major constraint 
for the conduct of monetary policy. 

Given the authorities' inability to aflea 
ultimate policy olqectivcs directly, use of 
effee ti ve instru menu to achic se iniemicdiate 
targets which exhibit a stable and predictable 
relationship with the ultimate objectives 
becomes crucial for the conduct of policy. 
For capital-scarce developing countries 
aspiring to grow at a nue faster than what 
is warranted by domestic saving, running a 
sustainable current account deficiUCAD) in 
the early and intermediate stage of 
development becomes central to the 
development strategy. Persisiciit external 
imbalances, even when interpreted as 
sustainable in terms of various indicators, 
may however nece.xsitatc gradual exchange 
rate depreciation for preserving external 
competitiveness. Moreover, while 
supplementing domestic saving with foreign 
capita] by more than the level ofCAD defi ned 
as sustainable could lead to overheating of 
the economy, resorting to frequent 
depreciation to restore external balance and 
to preserve external competitiveness could 
be inflationary. In the India specifle situation 
till March 1993 (up to which the exchange 
rate was officially determined but for the 
shoft transitional phaacofdual ratclcxchange 
rate could be us^ as one of the instruments 
to contain the CAD within any policy defi ned 


su.stainabic level. The move to a market 
determined exchange rate system alongside 
the surges i n pri vote capital flows has however 
consiraincd the authorities from using 
exchange rate essentially as an instniment 
since ensuring a stable/non-apprcciaiing 
exchange rate has become an Directive in 
itself. The sacnficeof monetary independence 
resulting from large sicrilised/non-sterilised 
intervention pursued with a view to 
preventing sigmiieant real appreciation has 
clearly brought to the fore the govemroems’ 
commitment to a sustainable level of CAD; 
but tlie conduct of the exchange rale policy, 

I e, whether to u.se it as an instrumem or a 
target, has tume- increasingly complex. In 
a market-led system the role of the sute 
arisesc-sscntially tocoireet for market failures. 
But consistently preventing the exchange 
rate from settling at levels justified by 
fundamental market rorces may emerge as 
a major stumbling block in furthering the 
prcx.'ess of integration and marketisalioit in 
India. TV present study is an ttiempi to 
place m proper (icrspecti ve vaiiousdefaatable 
issues relating to ua-get ami instnnnent for 
the cxicnul sector while focusing on the 
relevant strategic pcflicy t^ons dial wtadd 
be available to India as it iniegraiet further 
with the tniernaitonal financial systeat 

Exchanoe Rate - Target oa Instrument? 

Since the twin goals of exchange tale 
stability and sustainable cuirem account 
balances maynot be achic'.edamiittaiieaudy 
in an open economy due to shortage of 
available Nistniments, current account is oAoi 
considered at the policy level as the 
intermediate target with exchange rule being 
treated as the instrument. While the 
iniermcdUie target isassigned to the uhiMto 
objective of sustainable non-inflsihaMy 
growth, the instniment of exetoagontfe fat 
assigned to attain the iMetmadtane Mqpi. 
Here the general as«ini|)tion »lhiteMluug|n 
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rate adjustments satisfy both necessaiy and 
sufTicient conditions rorimprovingthcCAO. 
In agiobaiiaed financiai system wilha flexibie 
exchange rate regime, as observed by 
Houghton (i 988) “the exchange rate - eilha 
its level or its stability - may itself be an 
objective rather than (or in addition to its 
Foleas) an instrument of macropolicy”. Policy 
authorities, in this context come across three 
divergent stream of views. Me Ki noon (1988) 
stressed the importance of stable exchange 
rate as the objective rather than the CAD and 
observed that authorities must align their 
exchange rate to PPP level. Genbcrg and 
Swoboda (1987) on the other hand 
emphasised that CADcould be a better target 
since exchange rate, which does not exhibit 
any stable and predictable link with the current 
account or any other indicator of economic 
fundamentals, cannot serve the role of either 
an instrument or target. The third view, a 
rather extreme one, discards the importance 
of both CAD and exchange rate in the form 
of target or instrument. Here the argument 
is that in an open economy CAD docs not 
matter and exchange rate must be completely 
flexibie tefleciing the demand and supply 
position in the market without making a 
distinction a priori at the policy level between 
current and capital transactions. 

Fbrthc developingeconomies, irrespective 
of the degree of their openness, avoidance 
of excessive and unsustainable CAD 
continues to be the crucial policy objective. 
Complexities involved in empirically 
estimating an equilibrium exchange rate 
reflecting the underlying economic 
fundamentals and the relative case at which 
CAD levels could be monitored consistent 
with the authorities interpretation of external 
balance, strengthened the argument for 
treating CAD as the appropriate target by 
many developing economies. In a liberal 
tradeenvironment and in the face of growing 


pressures on countries to phase out tariff and 
non-tariff (like quotas and subsidies) barriers 
to trade, the need for containing CAD within 
sustainable level has in turn necessitated a 
reassessment of the role of exchange rate as 
an instrument even while the efficacy of 
exchange rate in limiting current account 
imbalances has often been questioned at 
empirical level. Surges in private capital 
flows to several emerging market economies 
and the resultant unavoidable real 
appreciation of the exchange rate has limited 
the effective use of exchange rate as an 
instrument and posed a nwre complex 
challenge for the policy authorities. With 
gradual phasing out of explicit fiscal subsidies 
to the tradable sector and considerable 
improvement in fiscal balance position as a 
purtoftheoverall reform programme or even 
os a precondition to liberalisation, monetary 
policy, given its preponderance influence on 
exchange rate, has increasingly been assigned 
the role for ensuring external balance. The 
objective of maintaining external balance 
through preventing a real appreciation of the 
exchange rate has, in turn, become an integral 
element of the conduct of monetary policy. 
With acommilmenl toexchange rate, condud 
of an independent monetary policy assigned 
to internal balance objective has frequently 
turned difficult. 

In an analysis of exchange rate policy 
pursued by 36 countries under IMF 
programmeduring 1988-91,Schadler(l99.^) 
observed that while 21 of such countries 
emphasised on improving competitiveness 
the other 15 adopted exchange rate as an 
anchurtoconlaininflalion. The former group 
of countries succeeded in improving 
competitiveness but in general experienced 
relatively higher inflation. The latter group 
of countries, on the other hand, achieved 
greater fiscal di.scipline with relatively lower 
inflation but could not avoid gradual erosion 


in competitivcneis. Recogniiing the 
inevitability of this trade off Cairo (1994) 
suggested that countries must optimally 
combine elements of financial disci^ine and 
competitiveness while designing their 
exchange rate policy. In this context Meca^ii 
(1995) pointed out that the weight attached 
to each of the two objectives of sustainable 
external balance and lower inflation would 
depend on such facton as the strength of 
financial policies and the adequacy of foreign 
exchange reserves. For countries with high 
official reserve ( representing enhtmeed 
ability to face temporary external imbalances) 
and a well integrated developed financial 
system, greater exchange rate flexibility may 
turn out to be both desirable and optimal. 

Costs Associated with REER Ruu 

Exchange rale movements by altering 
relative prices directly affect the profitability 
of traded goods and services leading to shifts 
inresource allocation. Apolicy of preventing 
appreciation, which at best could be 
temporary (since leaning a^nst the market 
on a prolonged basis may not be feasible), 
by artificially enhancing the profiiabiliiy of 
the tradable sector could distort resource 
allocation. Over investment in the tradable 
sector, particularly in situations where 
observed profitability fuels expectations of 
higher profitability in future on investment 
in the same sector, distorts the structure of 
production which may turn unsustainable in 
the long run. 

The equilibrating role which might be 
played by the developments in the capital 
account, particularly in countries 
experiencing large private capital flows in 
excess of the financing needs, is not given 
due importance in the conduct of exchange 
rate policy. Exchange rate is set to clear trade 
flows with current account developments, 
indicative of the change in competitiveness. 


Table I: Relevant MArxo-EcoNOMic iNinrATORS nr Sevesal Emeboing Mabket Et-cinomies 




Export 

s (Annual Growth Rale) 



REER (Annual Monthly Average) 


1991 

1992 

1993 

)994 

1995 

1996 

199) 

1992 

1993 

1994 

1995 

19% 

1997* 

India 

-1.5 

3.8 

20.0 

18.4 

20.9 

4 1 

85.43 

78.86 

75.29 

77.74 

75 27 

74.45 

81.65 

Indonesia 

13.5 

16.6 

8.4 

8.8 

13.4 

12.8 

100.91 

99 56 

101.52 

100.30 

98.69 

108.23 

107.55 

Korea 

10.5 

6.6 

7.3 

16.8 

30.3 

4.1 

97.45 

88.35 

85.78 

84.11 

85.58 

87.95 

86.52 

Malaysia 

16.8 

18.5 

15.7 

24 7 

26.0 

)l.7 

98.78 

106.40 

109.51 

106.33 

106.09 

110.98 

117.43 

Mexico 

0.7 

1.4 

9.2 

14.2 

40.3 

20.8 

106.16 

107.75 

116.61 

112.23 

78.87 

89.75 

100.13 

Philippines 

8.7 

11.2 

1.3.7 

20.0 

3).6 

20.7 

%.98 

10.5.70 

97.39 

104.37 

103.43 

11.5.00 

123.97 

Thaill^ 

23.2 

14 2 

14.5 

21.8 

24.7 

8.6 

102.33 

98.67 

100.14 

99 45 

97.71 

104.52 

111.33 


GDP (Annual Growth Rare) at Constant Prices 


CAtVGDP Ratios in Per Cent 




1991 

1992 

1993 

1994 

1995 

19% 

1991 

1992 

1993 

1994 

1995 

19% 


India 

0.8 

5.1 

5.0 

7.2 

7.1 

68 

-04 

-1.8 

-0.4 

-1,1 

-1.8 

-1.3 


lodonetia 

7.0 

6.5 

6.5 

7.5 

8.2 

7.8 

-3.7 

-2 2 

-1.3 

-1.6 

-.1.4 

-3..3 


Korea 

9.1 

5.1 

5.8 

8.6 

9.0 

7.1 

-2.8 

-1.3 

0.3 

-1.0 

-1.8 

-4.9 


Mahysia 

8,7 

7.8 

8.3 

8.7 

9.5 

8.2 

-8.9 

a -3.7 

-4.4 

-5.9 

-8.3 

-6.5 


Mexico 

3.6 

2.8 

0.7 

3.5 

-6.9 • 

S.l 

-5.1 

-7.3 

-6.4 

-7,8 

-0.3 

-0.6 


PhilipiMnet 

-0.5 

0.3 

2.1 

4.4 

4.8 

5.7 

-2.3 

-1.9 

-5,5 

-4.4 

-2.7 

-3.5 


IliailBnd 

8.4 

7.9 

8.2 

8.5 

8.7 

6.7 

-7.7 

-5.7 

-5,6 

-5.9 

-8.1 

-7.5 



Note: * Average iqi to June. 

Source: (I) Insetnatioiial Financial Statistics. Year Book 1996, IMF. (2) J P Morgan World Financial Markets (Third Quarter 1997). 
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pravldiiigthecnictal mechanitm for guiding 
prficy. In uopenecononv with libenliution 
of reitrictions on trade and paymenti, 
however, given the asymmetric speed of 
tcljusUtkUit of the current and capital account 
flows, and stickiness of wages/prices in the 
short run, the equilibrating role in the foreign 
exchange market in reality, however, passes 
primarily on to the capital account. 

It is also argued that the pol icy of preventing 
any nominal appreciation following the 
REER rule may only be short-lived since 
higher inflation, resulting from intervention 
purchases would ultimately lead to real 
appreciation. Sterilised interventions could 
only prolong the time gap during which the 
central bonk may incur significant quasi- 
ntcal losses. 

Another objection to the REER rule, as 
pointed out by Aghevli, Khan and Montiel 
(1991), is often made on tlic ground that it 
involves the pursuit of a real target with a 
nominal instiument which may leave a small 
open economy without any nominal anchor 
for domestic prices, "...the inflationary 
potential of real exchange rate rules is a 
direct consequence of the fact that the system 
has one less nominal anchor with which to 
holddown priccs...''They howeverobserved 
in this context that neither all real exchange 
rate targets arc feasible nor all exchange rate 
rules would lead to the attainment of the 
ultimate objective. 

Blejer, Khan and Masson (1995) 
highlighted that mechanical application of 
the REER rule may not be appropriate always 
as it docs not take into consideration changes 
in several underlying equilibrium factors in 
the economy si ncelhetimcwhenihe reference 
point forequilibrium was initially set. Initial 
choice of an excessively appreciated/ 
depreciated level as the rcfcreiKC point for 
evaluating movement of REER and the 


eonduct of exchange rate policy may also be 
misleading. 

Exchange rate targets would necessitate a 
high degree of financial discipline along 
with prudent monetary and fiscal management 
since the lack of cr^ibility could severely 
limit the effectiveness of exchange rate 
targets. Agenor (1991) highlighting the 
inherent “devaluation bias” of such policies 
mentioned in this regard that “credibility can 
be achieved if the policy maker worries 
enough about his reputation and balances 
future lossesofcredibiiity against immediate 
prospective balance of payments gains". The 
argument of greater fiscal discipline under 
exchange rate targets than under floating 
may often turn out to be elusive on credibi I ily 
ground. While'surrendering the exchange 
rate commitment could enable the authorities 
to improve credibility of other policies, a 
flexible exchange rate in the face of 
unrestricted cross border movement of capital 
could increase financial indiscipline and lead 
to significant exchange market volatility. 

REER RU1.E AS A Stabiusation Mlasuiu. 

Depending on the underlying structural 
characteristics, degree of openness, and 
economy speci fic policy object! ves ccxinincs 
generally choose between “exchange rate 
based stabilistion” or “money based 
stabilisation”. Under exchange based 
stabilisation while stability is restored foster, 
it may not be durable arid instability may 
reappear frecgiently. The time lag involved 
in restoring stability under a money based 
stabilisation isrelatively longer but generally 
nwre durable. Countries with high (near 
hyper) domestic inflation generally opt for 
exchange based stabilisation since a pre¬ 
announced crawl/fixed nominal exchange 
rate targeting helps containing inflation and 
restoring stability. REER rule, which requires 


a large depreciation to correct for the high 
inflation diffeiciitial s tends to set off a viaous 
circle in such economies. 

in countries wbrne the authorities ascribe 
higher inflation during periods of instability 
to temporary policy slippages and exhibit 
commitment tocontain inflation by correcting 
macro i mbalanccs, moiKy based stabilisation 
generally works and REER rule emerges as 
a desired policy target. Since persistently 
high fiscal deficits and high degree of 
monetisation of such deficits (and an 
overvalued real exchange rate resulting from 
associated high inflation) are identified as 
cniicul lactors cuntribuling to the macro¬ 
economic instability manifested in the form 
of an unsustainable current accoum deficit. 
Slock of domestic credit emerges as the mapir 
policy target during a money based 
.stabilis.ilion programme. While focusing on 
.significant reduction in iheccntral bank credit 
to the government and pnvatc sector to 
contain inflation, the nominal exchange rale 
i.s devalued considerably which besides 
correcting for the real appreciation 
accumulated in the pre-stabilisation period 
also accounts for the lag involved in 
containing inflation during the stabilisation 
phase. In the subsequent years of refoma, 
authorities generally commit thetnielves to 
a stable REER consistent with equilibrium. 
When maintaining the objective of low 
intlatinn becomes difficult due to excessive 
inflows of private capital the acflierence to 
REER rule warrants the institution of all or 
any combination of the following measures: 
(a) .sienlisaiion. tb) liberalisation of cunem 
account iransaciions that widens CAD and 
thereby absorbs a part of the excessive capital 
inflows, ic) luxes on capital inflows and 
dircci measures to moderate capital inflows, 
and (d) lihcrulisation of restricuons on capital 
outflows. 


Table 2 . Eshmation of Offsei CoFinnENT of .Stuiusatiun in India 



DNFA DNFA( - n 

DNDA IJNDA(-I) 

tJY 

DY(-I) 

DIf 


UEe 

L)Ec( -1) 


LMTest 

F CHI-^ 

India 

0.18 

-0.31 

0.02 

-78.81 

1.36.82 

-290.75 

3184.41 

-.50.32 

- 6.116 

0.70 

3.68 

I8M 

(Estimated) 

11.011 

[ -3..55I* 

1 -0.92] 

1-1.001 

[1.791 

[-0.121 

[1.441 1-0.79] 

[-0.111 


(F4.2I) 

(04-1^4) 


0.14 

-0.33 

-0 02 

-73..34 

144.42 

-9..50 

.5044.71 



0.A9 

4.14 

19.26 


10.861 1 

[ -3.941* 

[ -0.961 

[ -0.97) 

11,96) 

(-0.01) 

[1 411 




(F4.23) 

(Chi -t«»4) 

At per Table A.I of .Schadicr et oJ 












Chile 

0.4 

0.13 

-0.01 

0.08 

0.25 

-0.02 

-002 



0.47 

2.24 



(2.61 

II.7I 

[0.11 

10.41 

(1.4) 

[0.4] 

10.-5) 




IF4...3I) 


Colombia 

O.OS 

-0.53 

-0.02 

-0.05 

0.10 

-0 02 

0.00 



0.65 

f.OO 



[0.21 

16.0] 

(0.21 

(0.4) 

[0-7) 

[0.5] 

[0.1) 




(F4,47) 


Egypt 

0.09 

-o.to 

0.13 

0.07 

-0.03 

-0 11 

-0.02 



0.25 

2.87 



[0.6] 

12.2] 

[1.0] 

[1.81 

[0.61 

[1.21 

[0,2] 




(F4.47) 


Mexico 

0 

-0.4.3 

0.10 

0.17 

-0.08 

-O.flS 

0,05 



0.55 

136 



[2.11 

15.81 

11.01 

[0.81 

[0 41 

(0.51 

(0.51 






Spain 

0.56 

-0.20 

0.12 

-0.01 

' 0.18 

-0.18 

0.21 



0.48 

077 



[4.41 

12.21 

[1.21 

10.11 

[l.l] 

[l.l] 

[1.41 




(F4.47) 


Thailand 

0.28 

-0.65 

-0.24 

-0.07 

0.07 

0.01 

0.05 



0.79 

3,21 



(2.31 

(6.51 

[1.31 

[1.8) 

[1.81 

10.4} 

[2.01 




(Wv43) 



IVtuei: * Significant at 99 per cent level. 0: Series in tint difletence form. 

Equations for India include a constant term and 11 seasonal dummies. While for other counliies they include a rnniinnt iwl tlwa faaiH^ 
dummies. Figures in brackets ate t-staiisiics and LM (both F and Chi-sq) vahies are for leatiaf serial coirelaiioa gf dw cner. 
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Sleriliiation inteitdt to limit the impact of 
capital flows on money supply thiough open 
market operations under t^ich bonds rather 
than money is exchanged for foreign 
exchange. Amrding to Schadicr et al (1993) 
the effectiveness of sterilisation critically 
hinges upon the direction of causality and 
the value of the relevant offset coefficient. 
The causality aspect is important because it 
is not always clear whether reduction in net 
domestic assets leads to subsetpient larger 
inflows (resulting from higher interest rales) 
or offsets the monetary impact of rising NFA 
(resulting from previous excessive inflows). 
An offset coefficient measures the degree to 
which capital inflows offset the monetary 
effects ofachangeinNDA. Under conditions 
of perfect asset substitutability and no 
restrictionsoncrussbordercapilal movement 
interest rates would tend to equalise thereby 
making sterilised intervention completely 
ineffective. In situations where assets are not 
perfectly substitutable and cross border 
capital flows are subject to control by the 
authorities, higher domestic interest rates in 
relation to international rates resulting from 
open market operations could he maintained 
(indicative of less than perfect capital 
mobility), making sterilisation operations 
partly effective. Besides the effecuvcncss 
consideration, quasi-fiscal cosLs involved in 
sterilisation (in terms of the difference 
between interest earned and interest 
sacrificed) also limits the degree to which 
sterilisation could be carried on. Fiscal 
prudence; i e, the commitment of the 
authorities to progiessi veiy impro ve the fiscal 
defidl position is oflen advocated to enhance 
the effectiveness of sterilisation. In an 
empirical analysis of R£ER based exchrtage 
rate policies Cal vo et al (1994) observed that 
“in the absence of changes in fiscal policy, 
a more depreciated level of the real exchange 
can only be attained temporarily.” Moreover, 
sterilisation measures often defeat the 
ot^ectives behind liberalisation of capital 
flows; while an open capital account is 
expected to contribute to higher growth by 
making available cost-effective capital, 
sterilisation measures by raising domestic 
interest rates may stifle growth. The trade 
offbetween growth and inflation in the face 
of an open capital account becomes apparent 
for the conduct of monetary policy; while 
sterilisatian measures could contain inflation 
but choke growth through higher interest 
rates, non-stetili ted intervention by lowering 
interest rates could be growth supportive but 
may fuel inflation. Non-sterilised 
inlaveniioii, particularly when the banking 
system it unable to intermediate higher 
l^ing, is oflen argued as desirable since 
non-sterili sed inflows by exerting downward 
pressure on domestic interest rales could not 
only contain the pace of inflows but also spur 
growth. Greater exchange rate flexibility 


resulting from non-sterilisation . however, 
could lead to nominalAeal appreciation. Khan 
and Reinhart (1995), recognising the 
inevitability of real appreciation, highlit 
the advantages of a mure flexible exchange 
rate; instead of reaching the same level of 
real appreciation gradually through increases 
in domestic inflation it is better to go for 
nominal appreciation when the maricet 
conditions so wamuu due to capital inflows. 
A nominal appreciation not only insulates 
the economy from imported inflation but 
also may help in reducing inflation due to 
a favourable pass-through effect from 
exchange rate to domestic prices. 
Emphasising the benefits associated with a 
more flexible exchange rate system Obstfeld 
(1995) observed that "insulation from foreign 
price level instability isoncoflhctwobiggest 
advantages that a flexible exchange rate 
provides. The other, which applies when 
domestic nominal prices and wages are 
somewhat rigid, is the exchange rate’s ability 
to accommodate the equilibrating changes 
in international relative prices that otherwise 
would occur through protracted deflations 
or inflations." Stressing the importance of 
the second possible beneficial effect. 
Goldstein ei al (1992) mentioned that “the 
additional etemeni of relative wage and price 
flexibi lity associated with floating exchange 
rates can mitigate theoutpui and employment 
impacts of various adverse shucks to the 
domestic economy". For economies with 
very low levels of CAD compared to the 
sustainable level, an appreciation by induci ng 
the CAD to widen could partly solve the 
problems associated with large capital 
account surplus. Besides, an appreciation 
could encourage profit booking through 
disinvestment leading to outflow of earlier 
investment and could discourage fresh 
investmcniinflows as well. At the theoretical 
level self-equilibratingproperticsofaflexibic 
exchange rate is firmly established irrespec¬ 
tive of the oflen debated issue of the lagged 
response of trade and financial flows to ex¬ 
change rate developments. But while desig¬ 
ning external sector policies, the stock of 
external debt to be serviced in future and the 
desirability of persisting with a tolerable 
level of CAD from the standpoint of augment¬ 
ing domestic growth necessitates attaching 
priority to promotion of export competitive¬ 
ness and hence avoidance of exchange rate 
appreciation becomes a major policy goal. 

Various costs associated with floating have 
often lent the desired support to the policy 


stance of preventing appieeiatioii. Beajdea 
the risks leiultiflgfrom voUtlBty inaflexibie 
exchange rale lyitem, trade ledii^VefBxti 
of volatility has often been highli^ited by 
many empirical anilyies. P^apt u a 
reaction to that, the view that trade and 
capital movements are substitutes has staried 
gaining favour at some quarters. Bx|datiied 
simply, it suggests that the trade reducing 
effects of exchange rate voladUty could be 
neutralised by exporting capital in the fotm 
of FDI. The resultant relocation/ 
diversification of production base could 
substitute merchandise flows. Some even 
argue that exchange rate volatility and 
associated trade reducing effects may induce 
protectionist trade response. 

Liberalisation of tr^ transactions, i e, 
phasing out of tariff and non-tariff barriers 
to trade, with a view to enhancing the 
absorption of foreign capital at least up to 
the level of CAD considered as sustaintAle, 
is often viewed as the altcfnative option to 
contend with large capital flows. For 
economies exhibiting strong causative 
relationship running from imports to exports, 
import lib^listion however may not lead 
to higher CAD; on the contrary tariff leduc- 
lionsbyiniprovingcostcompetitiveness could 
reduce CAD. The impact of import 
liberalisation on CAD, thus, may not always 
be certain. Nevertheless i mpoits. which may 
fuel a consumption binge without contri¬ 
buting to higher domestic productionoreven 
at the cost of substituting domestic produc¬ 
tion, may not be desirable even in the fhee 
oflaigecapital flows. At times surges in capital 
flowsease the external constraint on the speed 
of trade liberalisation and financial sector 
reforms which.itisargued.may often increase 
the efficiency of absorption of foreign capiuil. 

Gradual phasing out of restrictions on 
outward movement of capital just forensuring 
a moderation in the net excess supply position 
in the market in the face of large capital 
inflows, often suggested as another 
alternative, may however lead to a situation 
where capital inflows would fliiance outflows. 
Capital flight of this nature would not only 
adversely affect growth (as domesric saving 
would go out of the country) but also could 
be inflationary due to currency dqHeciation. 
For sustaining the growth rate in the face of 
outflow of domestic saving, the sustainable 
level of CAD must be raised adequat e ly to 
compensate for the shortfall In dom^c 
saving available for invesunetu. Due to lack 
of enough absorptive capacity if the level of 


Table 3: DF and ADF Tbts of STATtoNAStTV (Wmt a Constant and Tsend) 


Sample Period 

Sports 

REER 

IIP 

DF 

ADF 

DF 

ADF 

DF ADF 

July 1991 to May 1997 

April 1992 to March 1997 

-6.0206 

-5.6269 

-4.0760 

-4.5690 

-4.8550 

-4.7897 

-6.6941 -4.1541 


DF; Dkkey-Fuller, ADF: Augmented Dickey-Fuller. 
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CAD cai nnot be ndied, an open capilaJ 
•ecoimteouM be lignificantly deAabiluing. 
Omul exchange me flexibility prior to 
inititiition of measutes to liberaliie caphai 
ootflowi may, ihui, prepare the economy to 
miniiiiiiethedetlabilislngeneca ofanopen 
capital account and exchange rale taigets 
could operate aa a major tiiunbling block 
dowing down the pace of liberaliialion. 

Reintroduction of controls limiting the 
level of inflows to the financing nml » of 
- the economy may be pursued by countries 
amidat continued excess inflows. Such 
measures often include increases in reserve 
requifcmenu (mostly unremunerated) on 
foi^gn currency dejMsitt, tightening of 
pnidential standiuds on banking activities 
funded with external borrowings, restiicting 
bank's acceptance of foreign deposits to a 
fraction of domestic dqiosits, introducing 
withholding taxes on interest payments 
abroad, tightening norms for accessing 
international markets for foreign capital in 
the form of bonds or equities, introducing 
end use clauses, and even issuance of non¬ 
interest bearing securities of different 
maturities for surplus foreign exchange sold 
to the monetary authority. 

To coraend with excessive volatile inflows 
lomeeven suggest i ntroduction of a modiried 
two-tier Tobin tax; i e, a transaction tax to 
increase the cost of foreign exchange trading 
(Bid an exchange surcharge with the surcharge 
rate progressively increasing with deviations 
of the exchange rate from the equilibrium 
level. Exchange rates could be aligned to 
economic fundamentals and volatility 
reduced to tolerable level through use of tax 
rather than official intervention affecting the 
foreign exchange reserve/monetary base. 
Such taxes however distort financial flows 
inofi integrated market without resolving the 
underlying structural problems of the 
economy and hence at best may be resorted 
only as a temporary measure. (For a 
cornprehensive analysis of various issues 
relating to modilied Tobin tax please sec 
Spahn I99S and Stotsky 1993.) 

Is REER A True Indicator of 
COMPET rnVF.NESS? 


impoitabies) would aigniiy a depreciation in 
tenniof the underlying lupply and demand 
factors for tndibks whereas tlie REER may 
still show an appreciation. Policy measures 
learti ng to lowering of tariffs on imporu and 
subsidies on exports Couldchangethe relative 
prices which would nor be explained by any 
analysis ofcompetitiveneu tased on REER 
movements. In view of the above limitations 
some suggest the use of relative prices of 
tradables to non-tradables. Such a measure 
could indicate the changing incentive 
structure guiding resource allocation but not 
the chnaging pattern of competitiveness. At 
thec^rational level.useofahosi of exchange 
rate indices, each reflecting the adjustment 
for specific underlying fundamental factor, 
may be more useful as a guide to policy. For 
this purpose exchange rate indices adjusted 
for terms of trade changes (by using UVls 
of exports and imports), indices of labour 
and capita] costs, indices of taxes and 
subsidifes on tradables, etc, may have to be 
constructed separately and compared on a 
regular basis with the REER reflecting 
adjustment for relative prices. (Non¬ 
availability of relevant information for 
constructing the s^ of indices may however 
be a major constraint). This could 
significantly facilitate the design of an 
exchange rale policy that is primarily linked 
to the consideration of competitiveness. 
Identifying the factors conirihuting to 
deviations from PPP would also be important 
in the designing of policy. Bartolino (I99S) 
indicated four main reasons for explaining 


deviatioiu of REER from their PPP value: 
liystemis efleett due to adjuttmem cosu, 
nominal price rigidtties, impmfectly substi¬ 
tutable traded goodi, and structural changes 
in technology and demand, particularly 
between traded and noa-traded goods and 
services". While the finu two could lead to 
failure of PPP in the short run the latter two 
may explain persistent failure of PPP luk. 

Indian Afproach 

Attainmern of a condition of sustainable 
balance of payments on a durable basis has 
been the central feature of the Indian 
authorities approach towards external sector 
in India and exchange rate has often been 
considered as a primary instrument available 
for correcting unsustatnablc imbalances in 
the BoP. In this regard Ranganyan (1994) 
ohsoved that “influencing exchange me 
movement is one of the instrumentsavailable 
for correcting the imbalances in the curmt 
account...niany studies including tboM on 
Indiahave shown.that real effectiveexdtnge 
rale is an important expianaiory factor of 
export growth.” The sustainable level of 
current account deficit must be evaluated in 
relation to the desired level and composition 
of capital flows. As underscored by 
Rangarajan (1993) in this coiuiectkm "the 
ease with which a deficit can be financed 
cannot become the criterion for incurring 
debt (to finance CAD). International capital 
Hows are fair-weather friends...Thus, the 
current account defidt must be mmntaineil 
at a level which can be financed by normal 


Table 4; FPEs of Bivariate AirroReoREssive Process rm Exk kts (XP) and REEK 
XP as the ouipui variable and REER as the manipulated variable 


OiderofLaas XP XPandREER Order of Lax for REER 

"FPI R’^ “FPE wilh Three Ufs for XP 


1 

38873 

0.806 

.30031 

0.841 

1 

2 

49771 

0.838 

51462 

0.8.39 

2 

3 

4^861 

0.843 

.31683 

0.840 

3 

4 

49941 

0.842 

.33039 

0.838 

4 




.34006 

0.837 

5 




5.3454 

0.835 

6 


Note-. FPE of XP wilh three lap at 48861 is the lowest and Fi’E for any log of REER uMndaced 
in the same equation dm not lum Out to be lower than 48861 indicaliaf that aapMS 
pefformonce is not caused by the REER movement. LMF(7.7I )u0.2> and LMCtd-aqal IJ3 
for uniform VAR lag of ihice also indicale the absence of causality. 


An observed deviation of the REER form 
the PPP level at times may not ad e quat e ly 
reflect change in competitiveness since it 
cannot capture the effects of several shocks 
such as differential rales of productivity 
growth, changes in terms of tr^. changes 
in tariffs and transaction costs, and variations 
in interest diffeicntials [Aghevli, Khan and 
Montiel 1991]. For example when tradable 
sector exhibiu higher productivity growth 
in relatioii to the non-tiadaUe sector, an 
observed teal appreciation constructed by 
uaiflg WPI/CPI may bemisleading- Similarly 
a terim of trade shock (indicating a decline 
in prices of exportablet in relation to 


Tails S: FPEs of Bivariate AiTuasoRESsivE Process for iMEOins (Xf) and UP 
XP as die output variable and IIP as the mampulaled variabk 


Order of Lags 


XP 

XP and IIP 

OpderofLtvIorliP 


■fPf 

R' 

FPE 


with Three Lags for XP 

f 

57704 

0.796 

50237 

0.831 

1 

2 

535.39 

0.814 

44803 

0.844 

2 

3 

52169 

0.821 

42933 

0.84S 

3 

4 

53753 

0.819 

42535 

0.839 

4 




43660 

0.829 

5 


Note: PPEi of XP decline up to three logs and when IIP series it mtiodnccd in ihe tame eqMlIau 
wilh lags lirom I to4, FPEs gradually decline and remain lower to FPBof XPwUbilMa tap 
indkating that expans are caused by IIP growth. LMF ( 11,60) at 2.16 lior uniloni VAKIp 
of five (baaed on FPE values) also supports the exblence of caeralily. Vdee ef PrtdM 
CM-sq 1138.38. however, indicaiet the ataeiice of canubiy. Chaeaaaaad Oaa4Bray(19llD. 
-1 - l-i I- .u; —I— I u; -^ij. tn uni I nW rai luT i lw I M nd tq; 
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capital flows.” While excessive capital 
inflows and the concomitant REER 
appreciation could advendy affea export 
growth, such appreciation may have to be 
prevented since excessive capital inflows 
may be a temporary phenomenon. 
Hi^ightingthis RanganyanI 1994) pointed 
out that "capital inflows which result in real 
exchange rate appreciation can have adverse 
consequences forexport promotion. Besides, 
one has to take a view on the sustainability 
of such flows over the long period." 
fteventing REER apprecituion in the face 
of continuous excessive capital inflows 
through periodic devaluations just to 
ctanpensatetheexporteis for theloss resulting 
from appreciation, however, may not be 
sustainable. While recommending the need 
for a realistic exchange rate for India the 
High Level Committee on Balance of 
Payments (1993) also suggested that, as far 
as possi ble, exchange rate should not be used 
as an instrument of cross subsidisation and 
if necessary, fiscal and even sector specific 
monetary measures may be used as the 
appropriate instruments for boosting exports/ 
compressing imports. The monetary uithority 
could best contribute lowanls a stable REER 
by ensuring a low rate of inflation, i e, the 
stable exchange rate objective would be 
ensured through the objective of price 
stability, In this case, exchange rate may not 
be explicitly considered either as an objective 
orasaninsirument. Highlighting this aspect. 
Tarapore (1993) mentioned that "The future 
stahility of the exchange rate depends 
crucially upon the degree of success that is 
Bchiev^ in holding down inflationary 
pressures...The exchange rate system would 
need to subserve the monetary stance and 
to pursue the objectives set by the latter, the 
principal one being the control of 
inflation...Under these circumstances, the 
balance of payments would be determined 
by domestic economic activity and the 
exchange rate will have an equilibrating role." 
The exchange rate, in an open economy, 
need not reflect developments only in the 
current account of the trance of payments 
and dements of capital inflows which occur 
in response to the underlying economic 
fundainentals must also mttter in interpreting 
a realistic exchange rate. Here, however, 
a qg re gi d ng normal capital flows firom volatile 
flows becomes crucial. If normal capital 
flows continuously exceed the current 
acconm financing gaps, then augmeming 
absorptive c^Mcity of the redpiem country 
at least to the ievd of CAD considered as 
sustainable emerges as major policy 
challenge. In this context Rangainjan (1993) 
obterved that "the role of debt financing 
developing is ultimately linked to the 
alworption capacity of the host country and 
the manner in v^ich the resources are 
utilised.” 


Sustainable levd of CAD has thus been 
the primary indkdor for mod toting the 
external sector devdopmeats in faKlia. As 
against the i.6 per cent CADfGI^ ratio 
envisaged by the Seventh Plan the actual 
ratio for this period averaged 2.2 per cent 
Highlighdiig the dangers asaod^ with 
unsu-stainable defidts Tarapore (1993) 
observed thu “in 1990-91 the CAD was US 
$ 9.7 billion (3.3 per cent of GDP) and as 
this defldi was not sustainable the economy 
had toundeigoaiharp and painful adjustment 
process.” The High Levd Committee on 
Balance of Payments recommended 1.6 per 
cent CAD/GDP ratio u the appropriate le^ 
under the assumption of a GDP growth 

of S.6 per cent expnt growth of 13 per cent 
in US dollar terms and an import growth of 
12 per cent. Rangarajan (1994) however 
stressed that “taking sevoal factors into 
account our country should move towards 
reaching a levd of current account deficit 
which is no more than one per cent of GDP.” 
The Annual Report of the RBI (1993-96) 
pointed out in this connection that “A current 
account defldt of about 2 per cent of GDP 
brought about by a 16-17 per cent annual 
growth in exports in dollar terms and 14- 
1.3 percent rise in imports is sustainable with 
debt-service ratio remaining at a reasonable 
level. Any further acceleration in the GDP 
growth rate (given the domestic saving rate 
of about 24 per cent) would require higher 
domestic savi ng and/or a reduction in ICOR, 
as it would not be desirable to have a current 
account defldt in excess of 2 per cent of 
GDP.” Domestic saving rale aixl sustainable 
levd of CAD thus set the limit to growth 
and external sqptor imbalances often result 
from the desire to grow at a faster rate by 
running unsustainable CADs fora prolonged 
period. Tarapore (1993) emphasised in this 
regard that “It is sometimes argued that if 
the economy is to achieve a higher growth 
rate it should increase the CAD/GDP ratio 
to say 3-4 per cent. .A CAO/GDP ratio which 
can be considered as safe for one country 
is dangerous for another...countries like India, 
with a relatively smaller international 
interface should ensure that the CAD/GDP 
ratio does not rise excessi vdyAppreciating 
REER in the face of unsustainable levels of 
CADs is often mentioned as the mqjor factor 
behind growing utternal aector imb alan ce s ; 
but REER depreciation in the face of policy 
to persist with unsusudnaMe CADs instead 
ofrestoringbalancetothesyatem may actually 
accentuate the degree and dimensions of the 
imbalance. Modertte REER appreciation in 
the face of surges' in capital fhws and with 
CAD levds maintained within/ground the 
sustainable level may however coexist and 
be consistent with a ailuaiion of macro¬ 
economic balance on a sustained baris (Table 
I). For developing economies, even with an 
open capital account, sustainable levels of 


CADconititiitetheptlittaiyguiderocxMml 
sector poUdes. Ri^y recogniting tUi the 
Report of tbeCommitteeanCapitalAccotmt 
Convertibility also strossPd that the present 
cuneirt receipt to GDP ratio of about 15 per 
cent ”wouId allow the .economy to ran a 
CAD/GDP ratio of about 2 per cent while 
holding the debt service r^o at around 23 
per cent. Hiis configuration is consiitent 
with the economy ’ s requirement of external 
resources as well as a sustainable debt 
servicing burden”. 

With sustainable level of deficit at the 
ultimate buget for the external sector, an 
appropriate exchange rale pdicy in tenm of 
a staUe/bon-appreciating REER has been 
persistently highlighted as the guiding 
consideration for the conduct of exchange 
rate policy. During the downward acOustmem 
oftheexchangerateoftherupeeinJuly 1991 
the need for restoring external 
competitiveness through REER depreciati on 
was empliasised by Rangarajan (1991) as 
oite of the primary reasons behind deval ualion 
and econometric estimations indicating 
REER as an important explanstory factor of 
export growth were also highlighted to 
explain the policy action relating to the 
exchange rate. During the second half of 
1993-96when sharp down ward pressures on 
the rupee warranted active policyjniervemion 
by the RBI, the policy stance was to allow 
niarket correction for the real overvaluation 
accumulated since the unification ctf the rale 
in March 1993 and to prevent any 
overconection so as to signal (he market (h« 
the exchange rate was stabilised around the 
rate consistent with the economic 
AindamenialslseeAnnualRepoftRBI, 1993- 
%). Despite the market driven correction, 
however, the REER appreciated by 4.7 per 
cent by March 1996 over its March 1W3 
level and during 1996-97 alone it further 
appreciated by 4.7 per cent. The Report of 
the Committee on CAC also indicates that 
a real appreciation could hurt India's 
international competitiveness and an 
excessive real appreciation even trigger 
capital flight. It therefore recommends 
nxMiitoring of the exchange rate in terms of 
a ■(■/-5 per cent band centred around a neutral 
REER, the neutral REER representing abase 
period rate when the external sector was in 
bthuice. Intheeventualityorpersistent large 
inflows in excess of the fininclng need u 
defined by the sustainable level of CAD and 
the resultant appreciation of the R^R 
beyond the neutrid REER band. RBI nust 
or^iuiri ly undertake intervention purchases. 
For ensuring the effectiveness of interventi on, 
storilisation measures must be accompanied 
by monetary policy measures and liberali¬ 
sation of restiictions mi capital flowsi If 
necessary, entire market borrowing pro¬ 
gramme of the government tnt^ be directed 
to the market and in the comiitee abaenoe 
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auqr I i k w o ib a«t taiitoa Mlowi. ^Dilfaji 

' ooedWeM of ilock deramd far crnitt 

Aoprhwte NCtor, eioite borowl!^ Of tlie 

0 0 W t fc aB Ht «ot>M1lDWBverte 
' the iMihet wMioot inctaataii the 
aiei.)11ie neseotof toch a atmef^wooU 

tlim crMcaBy-dbpend upon the lise of the 
ofhet eoemdinit BetMei. liberalMfig 
mtrictidw 4» ayittl ootflowt in the Ak» 
efan ^ipiunc H letfw cdiH f inetitYolvet the 
Ttik of cncttMging capital night dnce 
dotneitk; cwtenciea when converted « an 
appredaied n«e would fetch higher foreign 
cyrrencie*. Rangaroian (1994) alco 
aemioned that “In fa^ the rpiettion of 
convertibility does not ariie when the 
exchange rate it overvalued. Convertibility 
' eamniidly mem the ability of reaidents and 
noihreiidemtDexchangedoaMsticcuiTeocy 
for foreign cuncncy, without any limit.” 
Pievattqgexchange rate appredation, thus, 
is essential not only to preserve external 
competitiveneas of the export sector but at 10 
to diacourage large capibd outflows. What 
is important therefore is to have a realistic 
exchange rale which reduces distortions in 
both trade rad capital flows. Reddy (1997) 
diipelUng the fears of capital fli^t from 
Intto in the poat-ieform period observed that 
“there is reason to believe that in the leceffl 
past, there hasbcensubatsniial reverse capital 
flight-becauic the excfmage rate is more 
realistic now.” Hence, when liberalisation of 
lestrictkns on onflows is luggeded just as 
an effective meaiure for achieving a desired 
level of deprecimion that would confine the 
movemenlofREER to a predetermined band, 
it it the need for preserving external 
competitiveiiess/containing CAD within 
sustainable level that explicitly emerges as 
the sole criterion guiding the conduct of 
ex d ian gB ratepolicy. Insulaiingthe behaviour 
of the exchange rate from capital account 
developments in the medium to long run 
with an open capital account however, may 
not always be feasible and couki even be 
ineffective. Exchange rate in an open 
ec o nomy, as it well known, should not be 
naed as an Intnaneni to subsidiie specific 
tnctontonheecaiiomy ratter te undedyiflg 
Ittidaraenuli of the entire economy 
(oonoptiting bott real and fiaandal secton) 
muat be allosved to be reflected in the 
exchange rate. Exchange rate depreciatioa, 
not jo^fled by the underlying econormc 
ftmdaffleniatB,cunat tuaialn an export drive 
fer io^ Besides exchange rase may not 
aelnaily be an important causative fector for 
Bxport giowtik Ifigher dometde growth and 
IncreaMd productivity resulting from 
are oMcal for m>>initig Mgh 


flww pto iBVvra|i.;iOTWI>fl§ proouctive 
' (Ittili Ijf at die face of. 



due to 

> -iiiiiiiil certainly 

. anMMmnMMPamanpecnie poitciesto 
irtWiimeretkttofctfigiilUtiBw 
ailhafttiik laNMKi lOf'ra exchange rate 
' de p w cttt km, jedistf epectac fiscal and 
aattM ta qfmeailiaaraiybesBoteapprDpriatc 
4» conpdnaafe dsr tta^oia to the expe^ 
enraequatjf app tteHH e n . Dunagperiods 
whenebeCAD JbveldMeadstte stutainable 
tevM. nxehame rme depreciation may 
fHwrerecbwheeafeltdRy usad to supfdernerit 
iBeaetaryaittfIicalmeaMDet.Ihvkiwofthe 
fhet ttat the use of strategic trade policy in 
the form of an optimal tax-wbskly onx to 
attain the trade balanco obfective would be 
iocteasingly difficult in the emerging trade 
e n v ir o nm ent under the close watch of the 
WTO, exchange rate depredation may, in 
pnedoe, actually he uaed more often to 
miUBiiie the Im to the exporters. The 
suooees of such dcptedaiiaiv (which would 
be extremely diffiaih to attdn in the face 
of nnges in capital flows) would however 
essentially depend upon the relative impor¬ 
tance of price factor as a determinant of ex¬ 
port. If empirically exchange rate fails 
to emerge as a primary determinant of export 
then, in an open economy, the weightage 
attached to export sector in the conduct of 
exchange nte policy could be somewhat 
diluted in favour of greater exchange rate 
flexibility. This in turn could ensure greater 
independence in the conduct of monetary 
policy while at the same dme aliowing the 
excluuigc rate to better fdlect developtnenu 
in the endre external sector of the economy. 

Opfsct CoemciEwr or Stewusation 

The degree of effeedveaess of sterilised 
intervention in ray country would critically 
depend on (a) the sensidvity of domestic 
iniereit rates to open market operations 
earned out by the central moneiaiy authority, 
and (b) the degree to which foreign capital 
flows respond to such interest rme vaiiadons. 
For economies with imperfect asset 
substitut^lity resulting from impedinients 
to fine cross border movemem of capital and 
with a fuUy/paitly regulated interest rate 
ieglmn.ateriliaedTBlBrvnBtk»coiild become 
^dftetive. The O flte t cp e flk ieot Is the most 
comman^rhsedriidiraMrfaf measuring the 
degree to which Intereu sensitive capital 
inflows neutnHfettecantracdoiiafy effects 
of iterilinban (i e, sterilisation to reduce 
NDA in tte face of rising NFA) on money 
supply. The erthnation sechniqtie uaod by 
Scha(Beretal(1993)eeiaeaiaHy involves the 
etthaation of a modtfiad tnonqr detmod 
function; since money sto^ could 
anenoitvHy no pte ae iaeu m me lom oi 


NDA+NPA, the moitcy demand ftmedon tor 
dhectlyestimatingihe offset coeflideiil could 
be as follows: 

ANPAbOI, ftNDA-t-otjftY'fOijftCii-t-e e) 

Here also money stock ira function of 
incoine(Y) and interest rate; but the interest 
tale has been decomposed into fixeign interest 
rate (i,) and the interest differential, 
lepiescntiog the expeaed exchange rate 
change (e e) under the assumption that 
uncovered interest parity (UCIP) conditian 
holds. For measuring the offset coefficient 
for India, monthly data on NFA, NDA, Index 
of Indusuial Production (IIP), three-month 
LIBOR and call money rales have been taken 
from the monthly bulletins of the RBI, and 
the international financial statistics (IPS) of 
the IMF. Use of call money rates in India 
may not be appropriate since such raiei may 
not be significantly sensitive to open market 
operations; but these rates are determined 
truly by market forces and for the porpoee 
of analysis call rates have been p referred, (n 
view of the fact that surges in capital flows 
to India and the associmed probteins for tte 
conduct of an independem monetary policy 
started in 1993-94. the sample period for the 
estimation has been restricted to April 1993 
toMarch l997.Twoseparateei|ustionshave 
been estimated for India: the fim one 
assuming that UCIP holds and the second ^ 
one assuming that interest differential is ^ 
relevant but UCIP may not hold. The crffiel f 
cocffidaitsestimatcdfromthetwnequalkns 
are •0..T I and -0.33 respectively (Table 2). 

For the purpose of comparison results of six 
other economies us estimated by SefaadUer 
et aid 993) are also given in Table 2. (Except ^ 

for Chile as per their estimates offsm 
coefficients I'or other five coumries were 
negative, as expected, and tanged b et w een 
a high of -0.65 for Thailand to -0.20 for 
Spain.) It could also be observed that tte 
offset coefricient is mostly higher for 
countries with higher level of imegradoo in 
terms of CAD to CDP ratio or tte value of 
the correlaiiim coefficient between domrartc 
saving and investment rales. The low viduc 
of the offset coefficient for India indicaiet 
thm surges in capilal flows have ao fer not 
posed a serious problem for the condnet of 
independem monetary policy. With ' ■ 
progressive libendiiattoo tff the capiUI 
account flows and wquencol inooeluwolil 
■ <)onip ic< ct yiii>nBBtyoicif win c i oiiii<iBWi^wt.->''j^ ■ 
regime the aine of the offeet c o effidoiR hi'' ’' 
India is expected to riM in future which,In . 
turn, would make the conduct of an 
independent monetary policy a moe* . i 
challenging task. 

- ’t’i 
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intermediate target becomea critical for the 
formulation of external sector poltctes. 
(Estimating the degree of causal lel^onship 
and the speed of adjustment, on the othw 
hand, helps the auth^iies in designing the 
policies.) Obstfcld (1995) mentioned in this 
context that “high intemationul capital 
mobil ity and the variety ofpos.siblc economic 
shocks give no reason, in principle, to expect 
any particular correlation between acountry's 
current account ^ its real exchange rate". 
For countries like India where sustainable 
levels of CADs are considered as the 
imetmediate target for the external sector 
with exchange rate used as the policy 
instrument for attaining the target in the 
medium run, empirically testing for the 
presence of causal relationship running from 
exchange rale to CAD/exports assumes 
relevance. Trade theories, while analysing 
the underlying factors causing expansion of 
international trade do not attach much 
importance to the exchange rate. Exchange 
rate, it is argued, cannot determine the trading 
paltem; it could at best ensure that (he 
comparative advantages of nations (based on 
fKtors such as factor cr^lowment and factor 
productivity) are maintained in the long run. 
In empirical analyses however behaviour of 
trade volumes ate explained in terms of 
chan^ in real activity (such as domestic 
GDP or volume of world trade) and 
movements in relative prices. Besides 
estimating the relevant elasticities of t)ic 
identiried determinanlsof trade flows(which 
include exchange rale in the cmpincal 
analyses) several otherfactors are also studied 
simuhaneously priorto using these e lastidnes 
for policy formulation. Trade volumes 
generally respond faster to changes in real 
activities compared to changes in relative 
prices and hence identifying the adjustment 
lag becomes critical for the conduct of the 
exchange rate policy. The degree of pass¬ 
through of exchange rate changes into traded 
goods prices, particularly in the presence of 
‘prking-to-markel’ behaviour, also assumes 
importance in such analyses. Under the 
pricing-to-market behaviour, as has been 
observed ))y Ktugman (1987), exporters often 
invest considerable resources in developing 
marketing anddisiribution networks and once 
(hey establish (hcirpositionsinsuch markets, 
the costs of entering and establishing in new 
markets become ‘sunk'. As a result, despite 
exchange rate changes, they do not aher the 
foreign cuirency prices of their products. In 
effect, the prices faced by the importers in 
their resp^ive currencies may become 
sticky. Dixit (1989) and Baldwin and 
Krugman (1989) also highlighted the, 
importance of ‘beacMtead’ effects under 
which exchange rate changes have permanent 
effects on the trade balance through the fixed 
costs of entering or leaving a market. In the 
Indian cmitext Paira and PMtanaik (1994) 


addressed ipecifli; issues reladng to the spend 
of adjuslmetit and the pau-through efltos 
of exchange rate changes. Here an attempt 
has been made to establish the presence of 
causality between the instrument and the 
target for the external sector in view of die 
gamut of complex relationships one may 
empirically obxrve among critical macro 
variables. For example, an exchange rate 
depreciation in the face of price sensitive 
imports could adversely affect (he level of 
domestic real anivity and thereby may hurt 
cxpons(real domestic activity being gently 
considered as a major determinant in the 
export supply function). T'urthermore a 
depreciation, in turn, by shifting allocation 
of rcsoun.'cs in favour of exportables could 
not only improve trade balance but also 
augment domestic real activity, in view of 
the intricate link that may exist among 
exchange rate, trade balance and real 
economic activity identifying the direction 
of causality becomes crucial for designing 
policies. This is particularly so since several 
economies in recent years have exhibited 
high real growth along with high growth of 
exports and imports without any real 
exchange rate depreciation. (Table I) The 
‘43 degree rule' indicating the one-to-one 
relationship between export demand and 
growth in domestic output has now come to 
a sharper focus [Krugman 1989}. 'Dw 45 
degree rule however suffers from one major 
limitation,ie, while explaining the behaviour 
of expoit growth only in terms of domestic 
output growth, the importance of underlying 
economic structures of economies and micro 
level country specific measures designed to 
boost export growth are not assigned due 
importance. As a result, impressive export 
performance in one economy in (he face of 
appreciating REER could be statistically 
explained to be primarily caused by domestic 
GDP growth whereas other economies, 
despite ahigh domestregrowth, inthe absence 
of other complementary factors may 
experience export deceleration due to REER 
appreciation. Nevertheless, the question that 
the policy authorities confront now is if 
export elasticities are high for high growth 
economics and low for economies recording 
lower growth then whether exchange rate 
really needs to be used as an instrument of 
policy? 

In the India specific situation an auempt 
is made here to study in a VAR causality 
framework whether it is the behaviour of 
REER or domestic growth that has caused 
export growth. In the VAR technique, which 
allows every variable to inllucnce every other 
variable with (he same lag length^ number 
of parameters to be estimated increases with 
the square of the number of variables (with 
respective lags) exlunitiing fast the degrees 
of freedom. As pointed out by Hsiao (1979) 
in this regard, (he maximum lag length for 


the considered varitMes must therefore be 
small whioh howevepoorttadicftfoeob te tvad 
behaviour of macro-eooiiomic variables in 
(he seme that it often takes a longer time 
for the impact of policy changes to be fob 
on the targeted variables. “By restricting the 
maximum order to be identical for all the 
variables, vre end up with a large number 
of estimated coefficiems with iiuignifkant 
t-stotistics; thus, competing economic or 
behavioural hypothesre often cannot be 
distinguished". 'This it particuiariy important 
since the accqxance or rejection of the null 
hypothesis depends critically on the orden 
of lag. To alleviate the problem associated 
with uniform lag length. Hsiao considered 
an alternative technique under which each 
variable in the equation enters with diffetem 
lags leading to considerable reduction in the 
number of porameten to be estimated while 
at the same time capturing the lagged effects 
of all relevau varia^ included in the nndel. 
A typical bivariate VAR equation would be 
as follows; 

Yt •* Ao + loi Yl-i + ipi Xt-i 

nl «•! 

and if pi = p2=*P3 = P4a---*PisO 
then it must be interpreted that X does not 
Granger cause Y. 

For the purpose of using this technique 
in policy formulation Yl (say exports) could 
be considered as the output variable and Xt 
(say REER) as the manipulated variable 
(even though in a VAR frarnewoik Xt would 
simultaneously be u.sed as the output variable 
with Yt as the ntanipulated variable). Once 
Yt is decided as the output variable, according 
to Hsiao, lag orders of Yl need to be identified 
first by using Akaike’s final prediction error 
(FPE). In the next stage, assuming that the 
first stage lags of Yt arc optimal, FPEs for 
different lags of Xt are to be compared with 
(lie lowest FPE of tlie first stage exercise. 
If the second stage lowest FPE for any lag 
of Xt turns out to be lower than (he lowest 
FPE of the first stage then it could be safely 
interpreted as X ^ Y (i e, X causes Y) and 
the log length for Yt (say m) and Xt (say n) 
may be treated as appropriate. Clonvenely, 
for different lags of Xt if all the second 
stage FPEs continue to remain higher 
compared to the lowest FPE of the fire! 
stage, then it must be interpreted that X does 
not cause Y. A straight forward test of 
causality (i e, Plap2^3«—>pi >0) in a 
VAR framework, as is well known, could 
also be undertaken through the use of 
Lagrange Multiplier LMF lest or LMx2 test. 
The steps involved in such tests are: (a) 
regress Yt on the deterministic components 
and on Yt-I, ..., Yt-i; (b) compute the 
residuals of the above regreuion (say Ut*) 
and regress UC on Yc-i and X(-i (using 
the FPE criterion but with uniform lag 
length) and calculate the coefficient of 
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ddtfiMiiu^oa R>. (c) Compute die LM lest 
staddici at 

T-k R» 

LMF « — * ~ and LMx2 « T • R* 

where T is the sampte size and k is the 
number of estimated paranieten. It needs to 
be stressed here that for these tests to be 
lue&il. variables considered in the study 
must be statkmao'. 

For testing cau^Uy between REER and 
exports monthly data on these two variables 
are conaidered for the period July 1991 
(i e, when the exchange rate was devalued) 
to May 1997(i e. the latest period up to which 
data are available). Using the OF and AOF 
tests of itotionarily. it Is established (hat both 
these variables are stationary in their levels 
(Table 3). In an autoregressive framework 
it is observed that PPEs for exports tXP) 
series decline as the lag order is raised 
graduallytothreeand increase for lagsbeyond 
three. Assuming the optimal lag length of 
XP as three when REER variable is 
introducedinthesameequafionwithdifTctcnt 
lag lengths it is found that none of the FPEs 
turn out to be lower compared to the FPE 
for die autoregressive equation for XP with 
three lags (Tabic 4). These findings suggest 
that Indian export performance may not be 
conclusively inferred to be caused by the 
movement of the REER. To check for the 
relevance of the 45 degree hypothesis (i e. 
one to one rdationshi p bet ween export growth 
and GDP growth) the existence of causative 
etticx.'ts nmning from gniwth in industrial 
ailivitics to expoii.s is also attempted. (This 
hypothesis however assumes demand factors 
as unchnaged and since external demand 
factors are beyond the control of policy 
authorities such assumptions may not distort 
policy formulation. )The IIP scries also turned 
out to be stationary in level form in terms 
of the relevant DP and ADF test statistics. 
Here the sample period con-sideied is from 
April 1992 to March 1997 since the industiial 
^Dwtb in die year 1991-92 was an aberration. 
Using FPE criterion it is seen that the optimal 
lag length for XP scries is three; when IIP 
series is introduced in the same equation 
with different lags one finds the FPEs to 
gradually decline up to fourth lag of I IP with 
the FPEs for all four lags of IIP temaining 
lower than the FPE of the autoregiejwivc 
equation of XP with three lags of XP 
(Table 5). The stati.siicaJ technique thus 
indicates that exports arc caused (not 
necessarily only) 1^ IIP ^wlh and the 45 
degree hypothesis holds in the Indian case. 

teat statistics (as presented in Tables 4 
and S) also corroborate the above findings. 

CuNCLUDim) OaseavATioNS 

With gradual liberalisation of capital 
ooolroU in India, leadiiigiogreater Im^ion 
of the domestic financial matkeu with the 


global finaiicialiysieii(.therecouldbecloaer 
alignment between domestic and 
international imereat rates which, in Uim, by 
increasing the value of the offset coefficient 
could make sterilisation progressively 
ineffective.Oeaierexchange rate flexibility, 
in view of the ineffectivenessof sterilisation, 
niay become unavoidable necessitating 
gradual delinkingofiheconductofexchange 
rate policy from the considermion of export 
competitiveness. Empirical findings of the 
Itudy, which do not support REER as a nuyor 
determinant of export growth, also justify 
the fact that module REER appreciation 
may not result in an unsustainable CAD 
position. High domestic growth could cause 
and sustain an export dri ve; but higher growth 
achieved by running unsustainable CADs 
for a prolonged period would expose the 
economy to the dmigen of a severe macro- 
economic imbalance which any level of 
REER depreciation may not be able to pr¬ 
event. Constanunonitoringof the sustainable 
level of CAD, thus, becomes essential to 
check the economy from overheating. 

The low value of the offset coefficient and 
the insignificant importance of the 
opportunity costs of holding larger foreign 
exchange reserves in India (Pattanaik 19%] 
signify that it is the quasi-fiscal costs 
associated with sterilised interventions which 
sets the limit up to which nominal 
apprecialion of the exchange rate could be 
prevented by the authorities while 
simullaiKously not ovenhooting the money 
sl<K.'k target.With greater openness to cross 
border capital movement arid the resultant 
increase in the value of the offset coefficient, 
sterilised iniervention itself may become 
increasingly ineffective which, along with 
the quasi-fiscal aspects, would make the 
policy of preventing exchange rate 
appreciation more difficult, (jiealerexchange 
rate flexibility may ensure greater 
independence in the conduct of monetary 
policy but then it would requitecumpensating 
adequately the export sector for the erosion 
in their profitability from exchange rate 
appreciation. The net gain to the government 
(which can compensate the exporters) in the 
face of an exchange rate appreciation would 
depend upon several factors. The government 
could gain from (a) lower debt service 
payments, and (b) higher non-tax revenue 
in the form of transfer of higher profits from 
the RBI (since exchange rate flexibility by 
reduc ing the quasi -fiscal costs of sterilisation 
would increase the income of RBI). The loss 
to the government would be in the form of 
(a) revaluation of the reserve assets held by 
the RBI at an appreciated rate, and (b) 
reduction in customs tariff revenue (as the 
value of imports in rupee terms at an 
appreclatai rate would be lower). Since the 
gain from reduction in debt servicing would 
always be higher than the loaa from 


revaluation of Ibreignexcfaangeaafeufgiven 
their reapcctive irodu). only in (be face of 
sizeable growth in import volume (which 
could neutnliie the revenue effecu of 
appreciation) that compensating export lectar 
would be viable. In view of the fact that the 
'45-degree’ hypothesis empirically holds for 
India, the fiscal authority could best 
contribute to higher export growth by 
increasing absorption of foreign capitaJ on 
its own for prtxhictive investments. Given 
the domestic saving level and the sustainable 
level of deficit, the fiscal authority could fill 
the gap in domestic demand if the face of 
lack of demand for investment in die privme 
sector and must moderate its own demand 
during periods of excessive demand by tbe 
privAe sector to ensure that the economy 
does not overheat. If the economy grows 
near its potential level, export and import 
demand would grow accordingly. Revenue 
effects of appreciation in )he face of rising 
imports would stilt nuke subsidising export 
sector viable. This would be over and atmve 
the contribution made towards the export 
sector by ensuring through demand 
management that domestic growth remains 
around the potential level. The timnetaiy 
authority, i n turn, could best serve the export 
sector by containing inflation at low level. 

Low inflation would provide the desirable 
mcanstopreventrealexchangerateafiptecia- ii 

tion. Besides, by contributing to higher A 
domestic growth low inflation could sustain jf* 
an export drive. Even in an open economy, 
thus, fiscal policy could better attainexienud 
sector objective.s with monetary policy 
as.signed the intcmal balance obj^ve. 

The conduct of ilic exchange rate policy ||l 

in an open economy cannot be linked entirely 'r 

to the developments in the export sector. In 
the Indian foreign exchange market, ascouM 
be seen from the Annual Report of the RBI 
for 1995-96, monthly exports account (dr 
barely 20 per cent of the total mootiily 
mercham transactions and as prrrrntn|r of 
total monthly luroo- cr (which include both 
merchant .ind interbank trunsaaiom) the 
share of export transaaionstutiu out to be t 
lower than even 5 per cent. When raiyarky 
of the transactions in the foreign exchange 
market do not warram any depreciation, a 
policy induced depiedatioo would laigely 
be against the market forces which may be 
difficult to sustain and could as weO be 
distort! ve. But for economica with MHtaindbIr 
levels of CAD as the primary target variiMe 
for the external aector and in view of the laGl 
thatiheir largedefat stocksneedtobeaendeed 
over the years, export sector b gerteriliy > 
considered as a priority segment of „ 
economyandspectficallydeagRedioceiiMcn i i 
are extended to attain high export gmiMlir - ' - 
even while audiinocativesapiieardbleidMiR j' 
at tlM macro-levei in a maifcat eeanpiM, fi> 
appean penmeni in ihia oenlatttoewtiNail' 

- 
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the featibilUy of the -W- 5 per cent neutnl 
REER band, as recommended by the 
Committee on Capital Account 
Convertibility. The base period selected for 
this purpose may be one during which the 
exteniai position was in balance, or in other 
words, during which the CAD level was well 
within the sustainable level. Furthermore, in 
view of the well known lagged response of 
trade flows to exchattge rate movements, 
exchange rale policy would need to be forward 
looking which would necessitate clear 
idemification of the adjustmem lag. In the 
post-reform period, excluding I99S-96, any 
other year c^d thus serve the purpose of 
an appropriate neutral base. Comparing the 
RETO with its level in Match \W3 would 
show the level of appreciation accumulated 
over the years while in several of these years 
the CAD level actually remained welLwithin 
the sustainable level. In selecting the neutral 
base, therefore, besides any yearof balanced 
external position the speed of adjustment of 
trade flows to depreciation must also be 
taken imo account. If the speed of adjustment, 
for example, turns out to be two yean then 
the REER level of any month of 1997-98 
may be compared against the average level 
of I994-9S (assuming that in 1994-95 the 
CAD was within the policy defined level of 
sustainability).Gi ven the+/-5 percentband, 
the weightage attached to the objective of 
independent monetaiy policy for containing 
doiwstic inflation and to the policy of 
preventing REER appreciation to guard 
against erosion in external competitiveness 
could be linked to the optimal level of reserve 
assets. The four 'indicators of reserve 
adequacy suggested by the committee would 
give the optimal reserve requirement of the 
country in a range; the conduct of the 
exchange rate policy could be so designed 
that when actual reserve level hovers around 
the ceiling greater wei^ may be assigned 
to the eonsideralion of exchange rate 
.flexibility (which may lead to REER 
appreciation beyond the+/- 5 percentband 
temporarily). During situations when the 
actual reserve level tends to drop below the 
floor hitler weight could be assigned to the 
external competitiveness objective and 
through intervention purchases nominal 
appreciation be prevented. In an open 
ecowmiy, such a strata for the conduct of 
exchange rate policy would be consistent 
with the taigets of overall mmetary ptritcy. 
Since the day-to-day market developments 
would not always support the pursuance of 
the above smuegy, other alternative options 
such as liberalisation of controls on capital 
outflows/reintroduciion of controls on 
inflows and the timing and sequend ng thereof 
may be linked to the developmenu in the 
R^R band and optimai foreign exchange 
reserve levels in die medium run. Gwntiy 
experiences indicate that by crauainingCAD 




leveU within iiiinilii<Na level maikmtiit- 
preventing owtheatiog of the ncoBoaa y. ' 
duiaUe raacto-economic batawe coiild.ba 

attained and moderate annuri REBt a|;igiie!i. 
elation may not be necctsaiUy at the ooatieiF 
sacrificing theobjecdverfenit^MWrCl^ 

(The views expressed in the ere tbgee 
ofiheeuiban and not of the orgmisertiin ip 
which be bettregi.] 
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Hie Saffiron Wave 

The Eleventh Goieral Elections in Maharashtra 


Sykate Budjec 


The victory of the BJP-Shiv Sena alliance in Maharashtra in the 1996 parliamentary elections was partly due 
to the alliance’s efficient grass roots organisation, its economic patronage, and its ability to attract youth through 
the dissemination of ideas of Hindu communal solidarity. The efficacy of the alliance's mobilisational tactics 
was further enhanced because of popular resentment against Congress. Moreover, Congress' local networks have 
disintegrated due to political complacency disabling it from resisting the Sena's effective door-to-door campaigning. 


IN the 1996 periiamentary elections, the 
people of Mah^htra spoke decisively for 
change. After the last vote was counted. 
Congress, the dominant party in this state 
since 19S7,had been teiegated to the margins 
of political power. Saffron - the colour used 
by the Bharatiya Janata Party-Shiv Sena 
alliance to represent its ideology of hindut va 
or Hindu nationalism - led the Mumbai 
newspapers to describe the hindutva 
alliance’s sweep of 33 out of 48 seats in 
Maharashtra as the coming of the saffron 
wave. Briefly, Hindu nationalism emphasises 
the need for Hindus to organise and seize 
benefits from minorities (read Muslims) 
who. according to the implicit assuminion 
of this Ideology, have been given more than 
their fair share of resources by a Congress 
government hungry for their votes. 

A Maharashtrian bureaucrat when asked 
about the reasons behind the BJP-Shiv Sena 
victory narrated a joke that made the rounds 
during the election campaign. Just before the 
elections a member of parliament (MP) was 
visiting a slum situated in his constituency 
forihe firsi time since his elect km.s five years 
ago. As he walked around the congested and 
filthy locality, he suddenly came to a halt 
in front of a huge pile of garbage. The MP 
stood before the dump and launched into 
a vituperative attack against the lazy muni¬ 
cipal workers and promised the people who 
were gathering around to listen to his 
impromptu speech that if he was re-elected 
the gartnge collectors would come on time. 
“But they do come," yelled a man from the 
crowd, "They come every five years to our 
slums.” 

A high degree of cynicism, at all levels 
coloured the elections in Maharashtra. A 
Times o/Zfidia survey of 2S ,000voters sptead 
over 80 constituencies in India found that 
in Maharashtra 49 per cent of the people 
surveyed claimed that their MP had done 
absolutely nothing for them.' Information 
gathered from personal interviews through¬ 
out Maharashtra also reinforced the results 
of this survey. The villagen did not have 
potable water and there was naipant im- 
employmetit. In their opinion, inch a state 
of affairs derived directly from the 
incompetence of their repre^atives in 
p^ianent. Many of the villagen cited the 


MP’s failure to visit their village even once 
during his five-year tenure as an indicator 
of hti complete tack of interest in their lives. 
When some MPs were questioned about the 
villagers' complaints, they laughed. All of 
them (hsinissed these com|riaints as examples 
of the villagers’ lack of knowledge about the 
Indian political system. “What am I supposed 
to do?’saidooe MP from a rural constitaietKy, 
“I cannot visit everyone. Besides MPs ate 
not here to solve such local problems. Ihe 
villagers should take their compiaincs to the 
panchayat or the district officer. MI^ deal 
with national level issues. We have no time 
toanswefeachindividualcora|)laim’’(perKinal 
interview, Katad city. May 19, 1996). 

Ignorant or not, Maharashtrian voters 
seem to have chosen to base their voting 
decision on their MP’s ability to combat 
local problenu such as the scarcity of drinking 
water, unemployment, and the plummeting 
prices of cash crqis. In the end. as the 1996 
elections show, they have determined that 
all incumbents areincompetent.corrupt.and 
disinterested in the welfare of their 
constituents. Since 38 of the 48 incumbents 
were from the Congreu Party, this patty bore 
the brunt of the voters’anger. The ShivSena- 
BJP alliance was titie to effectively use this 
anger by preseiding itself as a vitijie political 
alteniative to tbcMaharatiitrian voter through 
a well organised grau toots campaign- 

The voters of Maharashtra used their 
ballots to signal their anger and frustration 
with Ihe Congress Patty. The Congress won 
38 out of 48 seats in the 1991 election while 
the BJP and Sena won nine seats. In 19% 
these parties in alliance won 33 seats in 
parliament, while the Congress managed to 
retain only IS seals. 

Table I shows that out of 38 Congress 
incumbeiits, 24 MPs lost their seau. In 
contrast, all the BJP-Sena incumbents, with 
the exception of Ihe meniber from ’Ihane, 
remained in power.The BJP MP in Thane 
stepped down for Ihe Sena candidale. and 
the seat was eventuaDy won by the latter. 
Pune was the only dutirkt when the BJP 
member was actually replaced by aCotigreu 
caiididate’riKevideiioein’nblel undcritaies 
voters’anger with Conpeu by highlighting 
the failure of a majority of Congreu 
incumbents to be le-decied. 


However, even though the BJP-Sena gains 
in face of Congress losses seem diamMic, 
it is imperative that we remain cautious in 
our interpretation of the political implicaikma 
of these results and refrain from declaring 
a complete defeat of secularism (read the 
Congress Party) or a sensational victory for 
communalism (read the BJP-Sena alliance), 
in terms of votes cast the popular endone- 
ment for the BJP-Sena over the Congreu ia 
not so dramrnic. 

Figures I and 2 compare the etoctonl 
trend in terms of seats won as well 8$ ptqmlir 
votes cast for the three parties. Hgure I 
illusttating seats vvon by each paity since the 
1984 election when the BJP emerged n a 
national pany emphasises that Congreu has 
managed to hold on to its dominant potilkm 
in Maharashtra until the 19% elections. The g 

BJP and Sou arrive on the electoral setae <1 
in the 1989 elections, but it is not until 1996 
that they manage to wrest away power ftom 
Congreu. Incontrast, Figure 2,oulliaingte 
electoral trend in terms of popular voiei 
reveals that even in 1996, Congreu sdfl y 
retains a considerable propoitioa of the X 
popular votes. There are S3.3 roillioo 
registered voters in Mabnshtia; of tbeae 
approximately 29 million people actually 
voted.’Congreu reonved 9.8 raiUioa v«Mtr 
while the BJP-Sena received about 11 nfilioa 
votes. In other words, with roughly 34 to 3S - 

per cem of the vote, the Congreu and the 
BJP-Senaevenly split popular support Sucti 
a close contest does not reflect at: 
overwhelming popular mandate for 
hindutva. What it don underline is tkatisi. 
a suae where Congreu could have been . 
assured of an unequivoad majoifty botii la 
terms of scau^ndvotu cast, it captured Oily 
one-third of the seatt and leu than SO par - 
cent of the popular voiea. However, after, ,, 
Mknowledgiiii the danger of acccpliaf 
totalisingstatememsofacomplffterniignew . 
electoial rout it must be adwiiBed that the 
elections in Maharashtra dealt a btoar to 
C^ongreu dominance in a dui la . 

unprecedented in this stue. 

This article ea wn i n ea the leaeow hehhM! ‘| 
the Shiv Sena-BJP victory ia MahutHhll^"^ - 'V 
The Sena drew on the BiPa aatM ag h - 
national patty to dean up iu 
regional party orhoodhiiBS whtiaO k al|^ 
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recogniwd that (hdr chanoet for victory 
could beincreaied by the proviiionoftnalerial 
ai well u ideological incentives through the 
Sena's efTicient network. Their ideology 
consisted of appeals to Hindu comnuinal 
identity and the need for Hindus to organise 
in order to fight for their fair and just share 
of economic benefits while material 
incentives comprised the provision of water 
to the dry regions of Mahwashtra as well as 
local employment generation schemes. These 
were the pnmaiy reasons for the BJP-Sena 
sweep. In ail the villages visited, the 

Table I: The PAnEEN of Re-Elbction of 


ri CoNOEESS iNTinaiENnmTHE l996ELBcnaM 


1 

Constitueocy 

1991 

1996 

0 

Ahmednagar 

INC 

INC 

\ 

Akola 

BJP 

BJP 


Amravati 

INC 

SS 

: 

Aaiangabad 

S5 

SS 


Baramati 

INC 

INC 


Bhandara 

INC 

INC 

r 

Beed 

INC 

BJP 

1 

Buldhona 

INC 

SS 


Chandrapur 

INC 

BJP 

h 

(^mur 

INC 

BJP 


Dahanu 

INC 

BJP 


Dhule 

INC 

BJP 

(v 

Erandol 

INC 

BJP 


Hingoli 

SS 

SS 

1 

khalkannji 

INC 

INC 


Jalgaon 

BJP 

BJP 

'uti* 

lalna 

INC 

BJP 


Karad 

INC 

INC 

§ 

Khed 

INC 

INC 

»r 

Knlaba 

INC 

INC 


Kolhapur 

INC 

INC 


Kopoigaon 

INC 

BJP 

- 

Latur 

INC 

INC 


Malegaon 

INC 

SS 


Mumbai N 

BJP 

BJP 


Mumbai NC 

INC 

SS 


Mandrai NE 

INC 

BJP 

I; 

Mumbai NW 

INC 

SS 

: 

Mumbai S 

INC 

BJP 

i' ' 

Mumbai SC 

SS 

SS 


Nagpur 

INC 

BJP 


Nan^ 

INC 

INC 


Nanduibar 

INC 

INC 


Nasik 

INC 

SS 


Osmanahad 

INC 

SS 


Pandarpur 

INC 

INC 


Paibhani 

SS 

SS 


Pune 

BJP 

INC 


Rdiapur 

INC 

SS 


Ranttek 

INC 

INC 


Ramagiri 

INC 

SS 

/ 

Sangli 

INC 

INC 


Saiara 

INC 

SS 


Sbolapur 

INC 

BJP 

. 

Thane 

BJP 

SS 


Wanttia 

CPM 

BJP 


Wvhim 

INC 

SS 


Ycotmal 

INC 

BJP 



Nou: INC; Indian Nadonal Congreu; BJP: 

Bbaradya/anaU Party; SS: Shiv Sena. 
Sources: Maharulilrs Election Comnnssion. 
Report of the 1996 Parltmemaiy 
Election; David Butler. Athok LaUri, 
and Prannoy Roy, Indio Decides 
(Books andThings: New Delhi, 1991). 


inhkbitanti showed hiienat in the dianges 
promised by the Sena's netwnk of highly 
dedicated young men. In each village there 
was a clear generational gap between the 
older, pragmatic, and complacent Congresa* 
men and the young, idealiatk, enthusiastic, 
Sena supporters. Chaggan Bhujbal, the 
recently etected leader of the Congress Party 
in the Maharashtra legislative council and 
a tnisled aide of Sharad Pawar, admitted the 
Congress's failure to attract the support of 
the youth in a Times of India interview, 
T must concede that the youth is not with 
Congress. The Congress constituted the 
establishment for the past several decades 
and the youth is generally anti- 
establishmem.”' In contrast, ever since its 
inception, the Sena has managed to harness 
youthful energy and desire for change to 
attain political power. 

The impottaitce of the Seita’s appeal to 
young people cannot be overemphasised. 
The Seiui has garnered the supped of the 
young who perceive that th^ cannot Ineak 
the suangl^ld that older Congreumen 
have over political power. I argue that one 
of the primary reasons for the BJP-Sena 
victory was its efficacious use of youthful 
energy.* 

However, other factors such as anger 
against Congress corruption, the breakdown 
of this party's grass roots network, and the 
dalit-Muslim support forPurogami Lokshahi 
Morcha (an alliance consisting of the Janata 
Dal, the Communist Party of India, the 
Communist Patty of India (Marxist), the 
Republican Party of India, Satnajwadi F^, 
the Peasant and Workers Party, and Bahujan 
Mahasangh), created a context that enhataxd 
the impact of the Sena's political mobili¬ 
sation. 

Complaints against Congress corruption 
went hand in hand with praise for the then 
chief election commissionerSeshan's ability 
to enforce election regulations. Put another 
way, vil lagen could use their votes to express 
their dissatisfaction against Congress nile 
without fear of reprisal from party activists. 
Villages under Congress-dominated gram 
panchayais bad traditionally been mani¬ 
pulated into voting for this party. But 
efficient election monitoring undw Seshan's 
guidance prevented any political patty from 
using undue influence to gamer votes. 

The dalit-Muslim defection from the 
Congress fold was a common explanation 
for the ruling party's defeat. The Times of 
India repotted the following; The shift of 
the dalits, Muslims and scheduled tribes 
away from the Coitgress appears to have 
tilted the scales against the p^. Late last 
year, all factions of the RepubUm Patty of 
India came togetherand formed thjPunogaiiii 
Lokshahi Morcha (PLM) along with Janata 
Dal, the Bahttjan Mahasangh and the left 
patties’...it was able to put up an Imptessive 
24 per cent of the vote...At Congress leader 
Sharad Pawar put it somewhat sarcasti- 


cdly...tfae PLM whidi was broadly mfened 
to as the third force, "paved the way fbr the 
allianoe’s victory".''Tliis may be so. But the 
issue that Pawar and other Congreu leaders 
refuse to face it that the ‘third force' received 
so many votes pteciaely because it offered 
an alternative to Congreu. Their asturtyxion 
that the votes given to the PLM candidate 
would automatically revert to the Congreu 
if the ‘third force’ candidate withdrew is 
perhaps overly optimittic. The popular 
decisimi to vote for the PLM or the hindutva 
alliance mpy have been acomcious decision 
on the part of the voters to highlight their 
dissatisfaction with Congreu governance. 
This ‘third force' thesis caiuiot be tested 
within the Maharashtrian context because of 
the iKk of district by district exit poll data 
for this state. However, some tentative 
observations can be made. India Today 
drawing on its own exit poll data reported 
that 66 per cent ofMuslims voted forCongieu 
because the members of the PLM were not 
seen u a viable alternative in Maharashtra 
dtuSaToday, 'PollAnalysU'.MayJ 1.1996). 

Table 2 compares the perceiKageof popular 
votes received by the JD, PWP, RPI, CPI, 
CPM, and SP - the members of the PLM 
- in 1991 and 1996. There does not seem 
to be a significant upsurge in votes for this 
patty. In 1991 these parties won 15 percent 
of the popular vote while in 1996 they won 
13 per cent. One reason for this alliance's 
failure to attract votes may be the 
factionalism within the dalit community. 
The dalit politics in Maharashtra is frag¬ 
mented berause other dalit groups resent the 
dominance of the Buddhist Mahars in the 
RPI, the traditional party of this caste 
community.^ In these elections the RPI tried 
to present an united dalit front but this unity 
n well u the cohesion of the PLM was 
fragile. This coalition of parties could not 
compete with the determined campaigning 
of the Sena. In light of these observations, 
the argument emphuising the shifting 
allegiances of the dsJits and Muslims u one 
of the reasons for Congreu defeat becomes 
weakened. If dalits have voted for the PLM 
in these elections, this supprat hu not been 
translated into significant increases qf this 
coalition's electoral power. However, it can 
be argued that independent third candidates 
in specific constituencies may have swung 
the election infavourof the hindutva alliance. 
Fbr example, in Satara district where the 
Congreu candidate only lost by a 2 per cent 
margin to Sena, the independent candidate 
polled 21 per cent of the popular vote on 
the strength of this familial ties with Shivqji, 
the great Maratha warrior. This close contest 
between the Congreu and die Serui may have 
been decided in favour of Congreu if the 
third candidate had not been contesting this 
election. In other words, the indqwndent 
may have attracted votes that otherwise 
would have been cast for the Congress. It 
should be noted, however, that Congreu’ 
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n«M 1: PMUAMBrrAkY Siati Won m Mahammiiu iy Concmv 
BJP AND Shiv S«na ove* Timi 



■ INC BBJP ass 

Sources. Mahinthtra Election Commission, Report of RaHlamentary 
Eltctima in . /996; David Butler, Ashok Lahhi and Ptmnoy 
Roy. India Decides, Booki and Things. New Delhi, 1996. 

share of the votes felt from 66 per cent in 
1991 to 32 per cent in 1996. A 30 per cent 
decrease in votes received emphasises the 
popular disillusionment with Congress. So 
this patty's declining popularity had mote 
to do with its losses than the presence of the 
“third” candidate. 

While shifts in dalit allegiances may not 
have worked decisively against Congress, 
there is some evidence that changes in other 
hackwatd castes (OBC) and maratha-kunbi 
suppon could have aided the hindutva victoiy. 

For example. 45 per cent of the OBCs voted 
for the Shiv Sena-BJP while 37 per cent 
voted for Congress {India Today, Toll 
Analysis', May 31, 1996). There did not 
seem to be signincant OBC support for the 
PLM but tbcBJP-Sena has been able todraw 
OBC electoral allegiance.* Finally, India 
Today reports that 50 per cent of forward 
castes in Maharashtra voted for the BJP- 
SemUndiaToday, 'Poll Analysis',May31, 

1996). Since maratha-kunbis dominate this 
group of castes in Maharashtra, this figure 
provides evidence that some maratha-kunbis 
may have switched their electoral support 
from the Congress to the hindutva alliance 
which helped bring about the Congress defeat. 

In conclusion, there does nut seem to be 
overwhelming support in Maharashtra for 
the 'third' politicid alternative represented 
by the Janata Dal or Samajwadi Pany, and 
so the presence of these parties did not 
necessarily attract votes that otherwise would 
have gone to Congress. But there does seem 
tobe fomeempirical support fur speculations 
that a portion of mar^a-kunbi and OBC 
votes have gone over to the BJP-Sena 
contributing more to the alliance’s victory 
than changesindalit-Muslimvoting patients. 

In addition to these transformations in caste 
allegiances, the alliance’s efficient 
mobilisation as well as popular resentment 
with Congress rule were the major reasons 
for the unprecendented results of the 1996 
Maharashtrian election results. 1 draw upon 
interviews ctmducted in Mumbai at wed as 


Ftauus 2: PntcarrAoe or Poruuui Vons ttaenveD ar CoNoasss. 
BJP anu Snv Sina ovaa Tme 



■INC aBJP DSS 

5r<«rtvr.'Mthafashtra Ejection Commission. Parlittmenlary Electums in 
Uaharaslara, J996; David Butler, Ashok Lsbiii and Piamioy 
Roy, India Det ides. Books and Things, New Delhi, 1996. 

Mumbai city politics. But the 1982-83 textile 
strike checked the growth of the Sena at 
Mumbai became the site of socialist trade 
union politics and the popular appeal of the 
Sena’s regional chauvinism receded to the 
background. 

The Sena reestablished itself in the city’s 
political scene in 1984 when Bal Thackeray 
addressed tollowers in Shivaji Park and 
denounced the M wilims as a cancer of Indian 
society. This was the flrsi time the Sena 
signalled its interest in a pan-Hindu political 
message. The Bhjwandi riots of 1984 
followed this fiery speech, and in the muni¬ 
cipal elections of 1985 the Sena won a 
majority in the corporation. Puitha. in the 
1991 municipal eleaions, the Sena remained 
the official opposition in the corporation. 
But in the December 1991 session of the 
legislative assembly. Gtaggan Bhujbal led 
a defection to the Congress, taking 14 Shiv 
Sena MLA.< with him. Once again nimoun 
were rampant that the Sena was weakeniim. 
The ferocity of the January 1993 riott and 
the Sena's piedominant role In this event, 
together with its continuing role as the 
official opposition afterthe 1993 municipal 
elections in April once again belied thw 
lumours In 19% the Sena, with its political 
ally the BJP, controls the Maharasim state 
assembly. 

Viotence was and is an importam com- 
poneiu of the Sena’s poUtic^ arsenal. It 
played a strong role in indting the 1969 riots 
in Mumbai that were triggered by agitatioa 
centring cm the assignment of the predomi¬ 
nantly Marathi speaking towns of Bdgaum 
and Karwar to Karnataka, a naghbooring 
state, where thedomiiunliai^guiigeis Kannadai 
1116 Sena demanded chat these towns remain 
a part of Maharashtra. The riots raged for 
four days and destroyed lives and property. 
Again, in 1970, the Sena was impliciied in 
provoking a riot. Sena activisis and yonag 
Muslim men clashed in Bhiwmdi doiag R 
ShivJayanti procesrion.*' In 19>4lbBo<ariii g 
Thack^'s “Muslims are canco^ sp ee ch . 


Maharashtrian towns and villages for my 
analysis.’ 

Shiv Sena and Poutkaj. Mobiusation 

Sackground; The Shiv Sena began in 1966 
as a social organisation led by Bal Thackeray 
who captured Mumbai's attention with his 
periodical Mantuk. Thackeray wrote articles 
on current social and politica) issues in racy 
Marathi. His writings emphasised the manner 
in which Maharashtrians faced economic 
and social discrimination in a state that was 
created for them.'"Thackeray’s style and his 
message of discrimination struck a chord 
among the self-identified Maharashirians of 
Mumbai. When Thackeray realised the 
popularity of his vision, he created the Shiv 
Sena, which went on to play a leading rule 
in (he politics of Mumbai. 

During the years immediately following 
its inception, the Sena maintained close ties 
wi th the Congress and i mportanl Maharashtra 
Congress leaders such as Y B Chavan, S K 
Patil, and Vasant Dada Patil who approved 
of this new social organisation and attended 
events organised by it. However, Y B Chavan 
was to condemn the Sena as a fascist party 
after the 1967 general elections in Mumhai 
when the Sena did not extend its political 
support in a manner that was bcne^ial for 
Chavan's Congress Party. During the 1968 
municipal elections in Mumbai, the Shiv 
Sena participated as an independent political 
party. Campaigning on an election platform 
that can be summarised as “Maharashtra 
for Maharashtrians” it won 43 out of 140 
seats in the corporation. Shortly afterwards, 
the Sena won a majority in the Thane 
Municipal Corporation. In the year folio wing 
these electoral victories, the Sena lost some 
politicians who crossed over to the Congress 
Party because they believed that Bal 
Thackeray had aligned himielf with the losing 
Congress (0) faction followingtheCongress 
split in 1969. The 1970s saw the Sena’s 
g^ual riM to a position of importance in 
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the Sena was implicated in fierce riots in 
Mumbai which soon spread to the Muslim 
dominated town ofBhiwandi. Again in 1993 
it was alleged that the Sena initiated and 
orchestrated attacks against Muslim neigh¬ 
bourhoods that resulted in the death of 
thousands. 

Why is the Sena successful? Political 
observers claim Bal Thackeray and his 
coterie of leaders are using mass politics to 
achieve personal goals. This explains why 
Thackeray and other leaders are in the Sena. 
But why do ordinary people support it? A 

Table 2’ PtBCEXTAoe or Populab Votes 
Receivei) by TitF Mkmbeiu of -niK PLM 
IN 1991 AND 1996 


Constituency 1991 Party 1996 Pony Change 


Ahmediugar 44..S IND 20.9 

IND 

-23.6 

Akola 

26.6 RPI 

32.7 

RPI 

6.1 

Aimvali 

22 CPI 

28 

RPI 

6 

Aurangabad 

27 ID 

13 

KPI 

-14 

Banutuu 

17 JP 

35 

IND 

18 

Bhandara 

8 JD 

0.1 

CPI 

-7.9 

Bccd 

2.1 JD 

12 

PWP 

-11 

Buldbana 

4 RPI 

9 

JD 

.s 

Chandrapur 

25 JD 

8.1 

JD 

-16.9 

Chimur 

22 JD 

22 

RPI 

0 

Dahanu 

26 CPM 

24 

CPM 

-2 

Dhule 

5 JD 

3 

IND 

.1 

Erandol 

24 JP 

5 

RPI 

- 19 

Hingoli 

.11 JD 

21 

RPI 

-10 

Ichalkaianji 

20 JD 

12.4 

CPM 

-7,6 

Jalgaon 

.1 JD 

7 

RPI 

4 

Jalna 

II JD 

7 

JD 

-4 

Karad 

.16 JD 

15 

.SP 

-2! 

Khed 

19 JO 

5 

JD 

-14 

Kulaba 

.14 PWP 

29 

PWP 

-5 

Kolhapur 

14 PWP 

21 

PWP 

7 

Kopargoon 

7 CPI 

4 

JD 

-3 

Latur 

22 JD 

20 

JD 

-2 

Malegaun 

21 JD 

31 

JD 

8 

Mumbai N 

16 JD 

8 

JD 

-8 

Mumbai NC 

14 JD 

19 

RPI 

5 

Mumbai NE 

4 RPI 

24 

RPI 

20 

Mumbai NW 

7 JD 

17 

SP 

10 

Mumbai S 

4 JD 

15 

SP 

II 

Mumbai ,S(' 

29 IND 

31 

SP 

2 

Nagpur 

14 RPK 

21 

RPI 

7 

Nonded 

17 JD 

19 

RPI 

2 

Nandurbar 

5 JD 

5 

SP 

0 

Niiik 

9 JD 

12 

RPI 

3 

Osmanabad 

9 PWP 

13 

PWP 

4 

Pondaipur 

17 JD 

18 

RPI 

1 

Patbhani 

28 JO 

II 

SP 

-17 

Pune 

1.1 JD 

7 

RPI 

-6 

Rajipur 

24 JD 

19 

JD 

-5 

Ramtek 

12 JO 

18 

JD 

6 

Ratnagiri 

6 JD 

6 

IND 

0 

Songli 

23 CPI 17.8 

CPI 

-4.2 

Satara 

3 JD 

21 

IND 

18 

Sbolapur 

7 JD 

.30 

JD 

23 

Thane 

7 JD 

13 

SP 

6 

Waidha 

36 CPM 

16 

CPM 

-20 

Woihim 

28 RRP 

15 

RPI 

-13 

YeoUnal 

27 JD 

6 

JD 

-21 


Source Mahamshtm Election Commission, 
Report of the 1996 PorUmentary 
Eleeiim-, David Butler. Ashuk Lahiri, 
andPtannoy Roy,India DecidestBooks 
and Things: New Delhi, 1991) 


simple elite manipulation theds providet 
only a partial uuwer because it is one-skfed 
and ignores the penpective of the giasi roots 
activist. A point of departure for moving 
beyond elite perception is to diicuu the 
reasons given by party activists for their 
participation in the politics of the Shiv Sena. 
Such an examiiution sheds light on the foding 
of compatriotism uniting the Sena men.'* 
Suchcompatriotiimdrives the efficient grass 
roots network of the Shiv Sena that was one 
of the major factors responsible for its 
unprecedented victory in many corutituendes 
dominated by Congress in the 1996 general 
elections. 

Recruitment of party activists: In the 
ideology of hindutva as practised by the Shiv 
Sena, the Muslims are designated as the 
enemy. The Hindus need to protect their 
community from a perceived Muslim threat. 
A call for protection makes two implicit 
assumptioas. One, an inter-subJectivc view 
ofa Hi ndu community that requires protecting 
must be defined. Two. young men must he 
united through afliMtive ties so they can 
participate in violence as a group. The Shiv 
Sena oiganisatioo manages to fulfil both 
conditions. 

Briefly, the Shiv Sena’s organisational 
efficacy lies in its network of 'shakhas' or 
local offices. Mumbai is divided into 221 
electoral wards for its municipal elections. 
The Shiv Sena has a shaklut in each of these 
local wards. Sona-are more activt than others. 
In fact, it seems that the shakhas in slum areas 
are more active than those in middle class 
areas. Each shakha is a small one- or two- 
roomoffice with a cardboard facade fashioned 
to look like an ancient Maha-rashtrian 
fortress. The .saffron flag of the Sena flies 
on the roof. A picture of Shi vaji and the tiger 
emblem of the Sena are frequently found 
decorating the interior of these offices. Since 
the ‘shakha pramukh' or ‘local leader’ tends 
to work during the day, the shakhas come 
to life in the evening. ‘The atmosphere in 
these offices is not marked by the sombre 
officiousness of the domicile of a “political” 
party, but rathre it is relaxed and informal. 
People come and go. Some play games or 
read books from the lending libraries found 
in some of the shakhas. 

When I visited these offices. I was struck 
by the atmosphere of youthful enthusiasm. 
The young men spend con.siderable amounts 
of their time in the shakhas. Some of the 
more developed shakhas have libraries or 
board games. The young men can read and 
play together. The shakha pramukh lends to 
be older than the young followers who look 
to him for ad vice and guidance.‘These offices 
are fora wherein these young men, under the 
tutelage of the leader, discuss the [ibssibility 
of a revival of Hindu pride and the need to 
protect Hinduism against an Islamic threat. 
Such informal interaction constructs 
communal solidarity among the young men. 


I rarely taw such aedvity in CongiMS offlcM 
in the slumi. Indeed, Congreta aflloet were 
not readily visible in the slums.'’ 

In addition to providing an infoimal anna 
where the ideas defining a unifying Hindu 
identity are worked out the shakhas relay 
ideas of communal solidarity through 
cultural festivals - Oanapati pooja (the 
worship of the Hindu god Ganiipati), Shiv 
Jayanti (theedebrationof Shivqji’s tricthday), 
Janamashtami (the celebration of Lord 
Krishna's birth) - which both celebrate 
Hinduism and function as cultural markets 
separating Hindus from Muslims. Bal 
Thackeray, Sena leader, alludes to his vision 
of a Hindu community when he comments 
on the meaning of ‘Shiv’ in Shiv Sena; “In 
politics its Shivaji, in religion its Shiva. The 
third eyeis now opening.”'^ Put another way, 
in political realm, IheMaralha warrior Shivaji 
represents the need for swift violent action 
against the enemies of Hinduism while in 
the religious realm, the third eye of Shiva, 
which symbolises divine wrath, also 
represents retribution against the enemies of 
the Hindus. 

The marker.s of the Hindu community arc 
simple in the Shiv Sena’s view; respect for 
the 18th century warrior hero Shivaji and 
faith in Shiva’s divine anger as well as in 
Hindu rituals. Hand in hand with this vision 
of community goes the desire tc protect 
Hinduism. Interaction in the shakhas grounds 
this communal solidarity in actual physical 
contact and sharing. Physical unity facilitates 
the transformation of the desire to protect 
intoocMofdefenceofthe Hindu community. 
Rituals and festivals symbolising the Hindu 
community form the background for eificiunt 
political mobili.sation. But the celebration of 
rituals and physical interaction is nut the 
only way the mes.sage of hindutva is spread 
to the people of Maharashtra. The B JP- with 
the help of private money - has created 
libraries and media centres staffed with 
volunteers who are eager and willing to 
disseminate information about this ideology. 
One of the centres I visited even trained 
newly elected BJP and Sena MPs and/or 
MLAs in the an of presenting the hindutva 
ideology in a succinct and articulate manner. 

The network of shakhas found in Mumbai 
is duplicated in the niral areas. The Sena 
builds affective ties among its rural followers 
by drawing on the same ideas that unite its 
urban supporters. The rural shakhas tend not 
to be as elaborate as the urban ones. Usually, 
the party uses a small room in one of their 
activist’s house or (he space under a small 
canvas canopy attached to the side of a 
house. All offices are decorated with a 
portrait of Bai Thackeray and a bust of 
Shivaji. 

Viiiu to ihakhai in Mumbai, small (owns 
such as Otmanabad, and villages underlined 
the youthful energy fuelling the Sena’s 
campaign.’The young people emphasised the 
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long houn diM they, along with Other actt vists. 
had apeot going from door to door in the 
villagea of varioui constiuiendea aiking 
people for their votes. Their descrip-tions of 
this •padayalra’ brought out (heother aspea 
of the Sena* s appeal to rural voters: economic 
patronage. The Sena had made promises to 
the voteis to bring in potable drinking water, 
provide jobs, and sol vc the irrigation problem. 
When pointed out that the Sena has been in 
power at the state level now for one and half 
yean and had not yet made any significant 
movement towards solving any of these 
problems, Sena's young activists 
immediately responded that a year was not 
enough time for any government to change 
such complex problems. 

Their faith in the Sena government was 
rooted in their respect for Bal Thackeray, 
who, in their opinion was fighting for the 
goodofthe Hindu community. "If Balasahcb 
onlers us to go to Kashmir and lay down our 
lives for the Hindu cause, wc will do so," 
said the youthful leader of the Osmanahad 
office. His companions agreed. The faith 
underlying this statement was echoed in 
various forms at all the offices throughout 
Mumbai, district towns, and villages. This 
unshakeableconfidence in thcScnaillustiates 
the party’s success in using emotive appeals 
bas^ on Hindu communal solidarity to 
mobilise popularsupport. How^ever, emotive 
appeals bcx'ome hollow if they are not 
buttressed by material benefits. The Sena 
has been successful in distributing enough 
economic patronage such that its popular 
support has been maintained. 

Shiv Sena ami economic patronage: The 
Shiv Sena provides jobs, procures licences 
to operate vendi ng cam, paves roads .obtains 
electricity connections, repairs sewage 
disposal I ines. hel ps i n obtaining other social 
amenities, and runs an ambulance service for 
itsfollowcrs in theslum.s. TheSena’s involve¬ 
ment in electoral politics expedites such 
favours. The Sena’s role in dispensing such 
favours was most fully emphasised by Anant 
Dighe, a famous (or infamous) Shiv Sena 
leader, who does not hold an elected position 
in government but is important within the 
hierarchy of the Sena. His office was filled 
with men and women who had come with 
a hope of obtaining job, loan, and other 
material help. 

An important function of the Shiv Sena 
shaktia is to provide employment. Many 
shakhas keep forms recording (he experience 
and qualifications of the unemployed indivi¬ 
duals in their area. Apparently, the Sena 
activists take these forms to offices and 
businesses where they have contacts in an 
effort to find jobs for their followers. 
Additionally, individual pramukhs may helpp 
small food vendors procure a licence for 
their carts or they may negotiate with police 
patrolling certain areas to lower the amount 
of the ‘hapta' (wedJy bribe) paid to the 


police by members of the informal sector 
who use the sidewalka of Mumbai for their 
small business vepturea. 

Addidonally, the Sena attempts to mobilise 
women through its women's wing, ‘mahiia 
aghadi'. The aghadi leader shares the local 
office with the shakha pramukh. Through 
this sister organisation the Sena provides 
daycare, runs nursery schools, and organises 
income-generation projecU for women. 
Finally, the pramukh and aghadi leader 
resolve dtsputes between husbands and wives. 
Sometimes the pramukh threatens the 
husband with violence if he fails to stop 
drinking or abusing his wife. Many Shiv 
Sena women informed me that they prefer 
such solutions to legal intervention because 
unlike the lengthy, expensive legal process, 
the Sena's proce^re solves their problems 
cheaply, quickly, and effectively. The.se 
services play an important role in attracting 
female allegiance to the Sena. 

In the roral areas the Sena's economic 
activities include half price bus tickets for 
senior citizens on the state buses that link 
the villages in Mahtuashua, 'jhunka bhakri' 
stores and plans for senior citizen homes 
that would be subsidised by the governmcni. 
Ayoungleaderin Osmanahad also mentioned 
another rural service provided by the Sena: 
the filing of title deeds in the district office. 
Apparently a form that villagers refer to as 
'sat bare' or 7fl2 is used to register the 
amount of land owned by farmers in 
Maharashtrian district offices. This registra¬ 
tion provides each farmers with a document 
confirming his legal right to his land. 
According to many Sena activists and some 
farmers we met in adistrict office, government 
bureaucrats demand bribes before they fill 
out and register these forms for the farmers 
Now the Sena shakhas make sure that these 
bureaucrats perform their duties without 
harassing their clients. 

One must be cautious in accepting the 
Sena's description of the services provided 
through their patty organisation. Congress 
and PLM supporters, journalists, and ordinary 
folk present^ a different interpretation of 
the Sena's role as a social benefactor. For 
example, in rural areas tumours circulate 
that Sena supporters accept government 
subsidies for jhunka bhakri stoics and then 
fail to sell the food. Further, it was alleged 
that the Sena ambulances were often used 
to ferry liquor and arms. Sena activists 
responding to these allegations, admitted 
someabuse. But atthe same timethey pointed 
out that using ambulances for transporting 
liquor as well as the sick are not mutually 
exclusive. It seems that despite some abuse, 
most services do get delivered, and given the 
popular disillusionmeni widi Congress even 
the promise of such benefits will be enough 
to sway electoral support. Put another way. 
the Sena’s mobilisation would not have bera 
so successful if Maharashtrians were not 


convinced of and angered by the 
mismanagement and misnile wrought by the 
Congress govenunem. 

Dismantunc of ConijIiess Grass Roots 
Network 

The (hen chief election commissioner T N 
Seshan's commitment to and success in 
enforcing campaign regulations allowed 
voters to vote as they wished without the 
fear of repercussions from the incumbent 
Congress Patty. Alocal journalist inasmall 
town desenbed u common Congress election 
ploy. Earlier, about two weeks before the 
voting. Congress activists brought in workers 
who would put up electric poles, dig wells, 
and lay down pipes to bring drinking water. 

They would quit work just before the voting 
was to commence, leaving their projects 
unfinished. The implicit assumption was 
that if the village did not vote for Congress, 
these projects would not be finished. But in 
the 1996 elections because of Seshan's 
network of efficient election officers who 
monitored the campaign closely such actions 
were not possible. 

A Congress sarpanch (head of gram 
panchayat) complained to me that he had 
distributed cash - given to him by the 
Congress Party - to his fellow villagers. But 
afieracceptjngthecash.lheyhadgoneahead < 

andvotedforthcShivSenainlargenumbcrs I 

because they believed that the presence of | 

election officers would prevent any Congress 
Party reprisals against their village. It was 
commonly believed that the election officen 
provided villagers witli the confidence to 
vote as they wished rather than being brow k 

beaten into voting for Congress. * 

The stories about Congress misrule are too 
numerous and repetitious to be recounted 
here. Suffice it to say that most stones 
included i netdems of villagers being harassed 
for bribes by government bureaucrats. 
Further, in the sugar and cotton prodnciiig 
areas of Maharashtra, farmers compiaiiwd 
about the fact that the ownership of sugar 
processing factories were monopoUied by 
Congress patrons and poHtidans. and these 
factories did not often give them a fiur price. 
Another common complaint agaimt Mh 
and ex-MPs centred on their pooitions on die 
boards of private medical schools, engi- 
neering colleges, and vocational insdnites. 
Apparently these poHtidans used govern m ent 
subsidised land Bid building materials to 
construct private educational insthuttoos. 
Admission into these inslilulions iei)iiind 
the payment of a'donation'. The amount of 
these donations ranged from Rs 20,000 to 
Rs 1,00,000. Such contributions were 
disguised as donaikns, since the use of I 
government assinaiice legally obiifilMl 
iheseinititutionstooffiereducaiioaatamb- 
sidised rate. StncethcK'private'iBSthutieng ' 

provided (he only educarionalopiteititeMil . ^ 
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unless vi Ibigen woe willing to go (o Mumbai 
and Pune, many rural people were forced to 
pay these donuions. The impact of such 
incidetris coupled with a complacent con¬ 
viction that people will vote for Congress 
regardless of its inability to provide good 
government and charges of misrule created 
a social situation receptive to the BJP-Scna's 
criticism of Congress governance and the 
creation of an ‘outsider’ enemy who varied 
according to context In some areas the enemy 
was tbeTamils who took over Maharashtrian 
jobs through nefarious nepotism and in other 
areas the Muslims, who had received a 
disproportionate share of economic benefits 
because of Congress policy, were seen as the 
reason for Hindu poverty. 

It is possible that even in the light of voter 
cynicism and efficient mobilisation by the 
Shiv Sena, Congrcs.s could have fought back 
with aggressive and organised campaigning 
and in the process halted the hi ndutva victory. 
But the Congress failed to mount an effect! ve 
campaign at the grass routs. 

Complacency about their status as Maha¬ 
rashtra's dominant patty may be one cause 
of this failure, but the disintegration of the 
local Congress networks also contributed to 
this neglect. The root of this disintegration 
lies in Congress failure to attract and sustain 
the support of the youth coupled with their 
belief that each gram panchayat would 
actively campaign within the boundaries of 
their village. This assumption was mistaken 
and even the members of gram panchayats 
admitted that they did not attempt to nor 
could they match energy of the young Shiv 
Sena activists as they went from door to 
door. If the gram panchayats represent the 
Congress Party's sole contact with people 
at the vil lage level, then their local connection 
has atrophied and it needs to be rejuvenated 
or buttressed with parallel party organisa¬ 
tions. For example, the Sena did not rely on 
their party representatives in the panchayat 
to solicit votes, its campaigners were young 
men recruited from the local areas through 
the shakhas. 

The following case smdies illustrate the 
role of the three factors - the Sena's efficient 
mobilisation and network, the disintegration 
of the Congress grass roots organisation and 
popular anger against Congress corruption 
- in facilitating a hinduiva victory in 
Maharashtra. 

Mumbai:' ’ The Sena-BJP alliance won all 
six seats in this city. The Sena’s local network 
in conjunction with popular resentment 
towards Congress allowed the complete tout 
of this party in the city of Mumbai.'* 

The contest in Mumbai's north-west 
constituency offers a compelling illustration 
oflheinefficacy of the Congress organisation. 
Sunil Dutt. a retired film actor, was the 
Congress MP from this constituency for the 
last 12 years. Dutt withdrew from this year’s 
contest because it was rumoured that he used 


Baf Thackeray's infhieiioe to arrange the 
release of his son Saiqay who had been 
imprisoned during the 1992-93 riots for 
alleged possession of illegal weapons. Dutt, 
firaringreprisatftomCoagresshigh command 
for his connection with their arch rival just 
before the parlimentary elections, did not 
seek re-election from this district. Nirmala 
Samam, a relatively unknown figure, was 
hastily called upon to stand as the Congress 
candidate from this constituency. When she 
lost the elections, most political pundits 
pointed to her less than vibrant public 
speaking skills and low profile as the cause 
of her defeat. But, Madhukar Sarpotdar, the 
Sena candidate who defeated Samant, was 
also not as well known as Sunil Dutt. Given 
the traditional record of victory of Congress 
parliamentary candidates in this area, patty 
workers should have been able tocompensate 
for Samant's low profile by drawing on a 
strong grass roots network to campaign for 
their candidate. But their failure to do so 
points to the fact that Congress presence in 
this area was sustained by Dun's status as 
a nim star rather than any organisational 
strength. The contrast with the Semi cannot 
be more dramatic when it is recognised that 
inrural areas most ofthe Sena representatives 
were new to politics, but this party enabled 
the election of newcomers and unknowns 
through tireless campaigning based on its 
strong organisation. 

The ‘third force' presence was widely 
accepted as a cause for the Congress defeat 
in this constituency. A H Rizvi of the 
Samajwadi Party received over 1,00,000 
votes in this constituency and Samant in an 
interview with The Pioneer claimed that he 
attracted votes that would have been given 
to Congress.'^ In other words, dalits and 
Muslims - traditional Congress supporters 
- voted for the Samajwadi Party. But, since 
information regarding the votes received by 
each candidate along religious and/or caste 
divisions was not available, this claim cannot 
be verified. But the observations outlined in 
the beginning of this article provide enough 
evidence to make this 'third' force argument 
suspec:t. It is possible that Rizvi may have 
attracted the votes of individuals who, in this 
election race, chose the Samajwadi Party 
over both the Congress and the Sena. Since 
it is feasible that anger against both parties 
fuelled this support, it would be overly 
optimistic to claim that these votes would 
have gone lo Congress if Rizvi were not 
present. In conclusion, the race between 
Samant of Congress and Sarpotdar of the 
Shiv Sena illustrates the manner in which 
anger against Congress together with the 
Sena’s efficient oiganisAion Jpd to the 
hindutva party's victory. 

Similarly, the election contest in the 
Mumbai south-central constituency 
provides an illuminating example of bow 
the three parties respond to concerns of 


coflsdtuents. Here Mohan Rawale of ^ 
Shiv Sena was (rifted against'Datta.Sainam 
of Kamgar Agh^i and Ishaq Jamkhmuwala 
of Congress. But it is not Samant’s party 
affillatkin that Is important as »the fact thu 
he was the popular leader who led the 
Mumbai textile strike in 1982-83. In this 
constituency dominated by textile wotken, 
Samant was imable to gamer support and be 
lost to Rawale of the Sena. Just before the 
election in May, the three parties were to 
address the textile workers in a meeting 
sponsored by a non-profit organisation 
lobbying for worker rights. The Congress 
candidate was conspicuously absent.Sanuuit 
arrived late, gave a brief speech, and promptly 
left Only Rawale arriv^ on time, took the 
lime to speak to the gathered workers, and 
stayed after his speech to answer questions 
and address grievances. Jamkhanawala 
received only 69,190 votes while Samant 
and Rawale each received 1,15,242 and 
1,73,956 votes, respectively. It can be 
speculated that Samant drew votes becauK 
of his status as a trade union leader as well 
as the fact that the sizeable Muslim, dalit, 
and Christian populations voted for the 
Sarray wadi Party. But it should be emphasised 
that Congress received only69,190voles out 
of 2 million votes cast, and this is not 
surprising given the Congress candidate's 
complete indifference to workers’ concerns 
as represented by his absence at a critical 
election rally. Rawale emerged victorious in 
this constiutency aided by the Sena's active 
presence in this area. 

In the other constituencies of Mumbai - 
north, north-central, and north-east - the 
alliance won an easy victory. The BJP MP 
Ram Naik has been elected from the Mumbai 
north constituency in the last two elections 
and is a popular leader. But Naik, unlike 
many Congress leaders, was not complacent 
about the possibility of his victory. He 
campaigned vigorously in this area and 
reminded people that he is man of his word 
with his campaign slogan, ‘Bole laiia chale' 
(I do what I say). 

Pramod Mahajan of the BJP defeated the 
Congress candidate Gutudas Kamat in the 
Mumbai NE constituency. RamdasAthavale, 
a strong daJit leader, contested the electioas 
as the RPl candidate. Prediction were afoot 
that either Athavale or Kama! would emerge 
victorious because of the caste and religious 
composition of this constituency, the popu-' 
lation of which comprises 45 per cent dalit 
and Muslim voters. It was speculated that 
since this locality saw some of the wont 
violence in the 1992 riots, the BJP, because 
of its partnership with the Sena - the party 
perceived as tlie main architect of these 
communal riots - would lose the Muslim 
vote, whilethe dalits would vote for Athavale 
{India Today, May IS, 1996). Instead 
Malujan won by a mmgin of2.00,000 votes. 
He received almost SO per cent of Ihe9.26327 
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v«fe*MifclMconri(kndilenM|^in^^ 
id^fMtlwBJPandcMIeniMtiK third 
foiM' usoment put forth by nmy pro- 
Congtbn activiiu who pointed to Athavale 
ai the r a iutid a le who intprcepied dongreu 
votM and led to Kamat’i defeat. It it overiy 
optimiidc to ipeculate that in /^vale’s 
abience more than 2,00,000 of the 2,22^19 
volea he mcdved would revert to Kamat and 
entiiie a Congieu victory. Only vdten who 
wen undecided between the RPI and 
CoDgrest would vguably cast their votes for 
Coagreu in the abience of a RPI candidate. 
It Menu rather sanguine to predict that more 
than 80 per ceiU of the balJoU cast for the 
RPI were people who were undecided and 
«mld have voted for Congress if Athavale 
h^ not contested the election. 

I have argued that the Sena-Rlp won ail 
the seats in Mumbai because of the popular 
anger against Congress, the disintegration of 
CMignss networks, and the Sena’s strong 
organisation. The unprecedented defeat of 
the Corigress Party in rural constituencies 
where they have dminated since I9S7 can 
be attributed to the same factors. The story 
of the decdoa race in the following constitue¬ 
ncies provides a persuasive il lustration of my 
arguinent, since they have all had a Congress 
MP since 1980 and the Shiv Sena candidate 
was relatively unknown who could not have 
won without the reciprocal relationship 
between effective campaigning and popular 
anger against Congress. The exact manner 
in which the Congress defeat was achieved 
varied from constituency to constituency as 
local i ssues interacted with the above gen^ 
factors and modified their impact. 

Saiani; Satara, a rural constituency in the 
south central part of Maharashtra, is syno- 
nytmus with Congress. Y B Chavan, an 
importarK Congress leader in Maharashtra, 
was elected to parliament from this district. 
After Chavan, Prdtaprao Bhosale was the 
Congieu MP in 1984. 1989. and 1991. 
However.inthe 1996elections Bhosalewu 
defeated by the Shiv Sena candidate 
Hindurao Nimbalkar. NimbaJkar had 
contested on the Sena ticket in 1991. but he 
was defeated by Bhosale. After his defeat he 
joined the Congress, switched back to the 
Sena shortly before the llth general 
elections, and defeated Bhosale by a margin 
of approximately 11,000 votes. 

Interviews with various Congress activists, 
u well as. the Congreu incumbent’s son 
revealed various reasons for the defeat. The 
Congreu people were frank in admitting that 
they had ignored the Seiu factor. Since 96 
per cent of the gram panchayaU are held by 
the Congieu, the party did not doubt tluit 
there village councils would campaign at the 
gnus roots level. ’The Congieu also took the 
party afniiation of the panchayats as an 
indicator of, on one hand, their strength at 
the village level aOd, on the other hand, (he 
weakneuofftieSenaglaniDotiorsanluiian. 


Both aaiORiptioiia were niataken. The 
paneh^fita did not campelgii vigorously on 
the behalf of Congrest while youthful 
membm of die dedicated Sena cadre went 
doortodoortoaohcitvotBffordwircandidaie. 
Nimbalkar’a swiidi from Congreu to Sena 
and back again did not reem to harm his 
chtticea in the election. Wheninquired about 
tlds. both the Congreu and Sena activisu 
offered two similar explanations. One, the 
pec^ were so dlilUiiaioned with Congreu, 
they were willing to vote for Nimbalkar in 
order to defeat Congreu, overriding any 
popular condemnation of his opportunistic 
crouingpf party lines. ’Two, thepwple were 
not voting for Nimbalkar tiiit for the Sens. 
Put another way, bis party affiliaUon wu 
more important than his persoiul actions. 

’The other mqjor reason for the Congress 
defeat may be (he presence of Udayan Rajc 
who contested theelection u an indqiendent. 
He received 21 per cent of the popular vote 
and since the Congreu lost to the Sena by 
only 2 per cent, K is pouible that Raje drew 
tome voten who would have swung towards 
Congieu in his absence. The Congieu’s 
slim margin of defeat becomes an indicator 
of the party’s fall in popularity rather than 
its staying power in this district when its 
present share of the vote (32 per cent) is 
compared to 1991, when fihos^ received 
67 per cem of the vote, the Sena candidate 
26 per cent, and the Janata Dal 3 per cent. 
Raje, cashedincm his direct lineageto Shivqi 
in his bid for office. His platform coniisted 
of little more than a repetitious emphasis on 
his relationship to the Hindu king and 
grandioK promises of delivering justice and 
peace in the mannerofhis illustrious ancestor. 
He received 1,I3,68S votes (approximately 
one-fifth of the votes cast in Satara). 

Finally, sugar cane - an important cash 
crop in this area - wu an important issue 
in the elections. The government subsidises 
cultivation of sugar cane which in turn 
provides farmers with an incentive to grow 
this crop. All local factories that buy the 
unproceued sugar cane are built on 
govemment loans and owned by important 
Congreu patrons and politicians. Satara is 
an area where there is a shortage of water, 
and sugarcane is acrop that requires extensive 
irrigation. Many loa^ contend that if water 
wu not diverted to support a crop that hu 
built (he persoiul fortunes of many Congreu 
politicians, some of the water shortage may 
be ameliorated. Because of the lubsidiet 
available, fumers have convened more and 
more arable land to sugu cane production. 
Thia season, there wu an unprecedented 
sugu cane crop. But the factoriea did not 
have the InfnsWnurai capacity to proceu 
the entire output and fanners saw their cropa 
rot in the fidds since storing facilities are 
limited This hu cauied a widetpread 
reientment against Congress.lniuchaiocio- 
tconomic content, the BJP-Sena campaign 


qweehu appealed to the farmers by arguing 
tto if the Congieu ia removed from the 
centre, the newly elected government will 
wort with BJP-Smgovenunentu the state 
level to help the Maharashtrian farmers. The 
farmers are further persuaded by this 
reasoning because when they go to thedilrict 
co-operative banks, mostly owned by 
Congieu politicians, they are rudely refused 
payments and loans. In other words, iuger 
abstract economic causality cornu alive 
because of personal abuse by Congreu 
afTiliated penonnel." 

Congreu leaders in Satara have awakened 
-to the fact (hat their long decayed gran roots 
network wu an important coniponenl of 
retaining political power. They now 
recognise that the links between their village, 
district, and state units have alrophi^. 
Puither. their message no longer lesonatn 
with the youth of Maharashtra. The Shiv 
Sena hu a better organisation u well u a 
higher succus in recruiting the young. The 
local leadersemphuised that if theCongren 
is to regain its dominant position in Maha¬ 
rashtra, it must rejuvenate its political 
organisation by attractingyoutiiftil followen 
and allow young people to have acceu to 
leadership roln in the local party units. 

In conclusion, the Shiv Sena giau roots 
network utilised a context of economic 
uncertainty to campaign agamst Congreu 
and this puty wu unable to resist with an 
equally efficient organisation. Puither, the 
Sma had won the faith of the local people 
by promising certain economic benefita aach 
u job opportunitiu, and water, and encou¬ 
raging the participation of young petqile in 
its organisation. The importance of the Shiv 
Sena network is fuithu illustrated when 
factors shaping the parlimenuuy race in 
Karad are examined. 

Karad: In this constituency the reigning 
Congreu dynasty is the Cluvans who have 
been elected to p^iament three timu sinoe 
1981. In 1996. this tradition coniiuied u 
P D Chavui wu re-elected. Both Congreu 
and Shiv Seiu activists attnbute Ms wbi to 
the fact thut the Indepmident rittdkiale who 
contested from this constituency rejected 
Shiv Sena-BJP support.” There two partioa 
were not able to agree on a candidate and 
so they offered to campaign for the Indepeo- 
dent candidate who refused their help. A 
Shiv Sena corporator, who wuaboihevioe^ 
president of the disMct unit of the party, 
told me that when he offered the indepandegt 
candidate Ms help in camfMigning forgEoaml 
etectioos, he wu ruddy infixmed that So)*- 
BJPsttppoit wu contaminating. Indeed,art 
Sena corporator tt well u local joumliils 
ciaimed that in refuaiiig to draw oai the 
extensive local network of the Sena, (ht 
independent lo« at least a 14)0,000 aa^: 
votes. This seemed to be a coaqdlttl^ 
argument, since Karad sharas 
Sattra’a economic proMem: ad 
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production of (ugarcan^ and the consequent 
lack of payment to temen, a resentment 
against the Congress for not providing basic 
needs, poor Congress grass roots organisation 
and factionalism,"’ an active and efficient 
Shiv Sena organisation, a shortage of both 
irrigation and drinking water, and a 
Samajwadi Party candidate who came in 
third with IS per cent of the vote. The 
Congress defeat in Saian where the Sena 
campaigned strongly for the opposition 
candidate, and the party's victory in Karad 
where the Sena was unable to campaign for 
the opposition candidate underlines the 
importance of the Sena’s efftcient grass 
roots strategy. The impact of this strategy 
is also underlined in the story of the next 
constituency: Osmanabad. 

Osmanabad: The Congress has won from 
this constituency since 1957. As in Satara 
the victory of the Shiv Sena candidate was 
a landmark event. Once again the Congress 
defeat can be attributed to political compla¬ 
cency and underestimation of the Sena 
network, Vwious local journalists informed 
me that the entire Congress campaign in this 
area consisted of a whirlwind late night visit 
from Sharad Pawar who only stayed a few 
hours and met with the local Congress 
activists in a hotel. In contrast, the Sena 
workers had been, for months, going from 
door to door soliciting votes for their 
candidate.^' Further, local villagers referred 
to the Congress incumbent as the “silem 
MP" who, because he never visited villages, 
was seen as being incapable of articulating 
their grievances in parliament. It was widely 
believed that he received his votes solely 
becauseof his patty affiliation, and in previous 
years had won because of the wave of 
sympathy forCongress following both Indira 
Gang's and Rajiv Gandhi's assassination. 
This time Congress was not able to whip up 
support based on any such party issue and 
people voted on their perception of the MP’s 
actions (or inactions). The resenunent against 
Congress in general and the incumbent in 
particular, stems from problems similar to 
those found in Satara and Karad: lack of 
water, unemployment, and ito opportunities 
for young people to participate in the patty 
organisation. 

While interviews in this area highlighted 
the efficacy of the Sena’s network, they also 
revealed a possible contradiction in using 
Hindu, regional, solidarity as the basis of 
political mobilisation. LiJre most areas of 
Maharashtra, young men leave this district 
to work in Mumbai or Pune. As I travelled 
through Maharashtra, Maharashtrian youth, 
both Congress and Shiv Sena activists, 
informed me that even though they were 
equally qualified, people in Mumbai were 
biased in favour of ‘outsiders' such as 
Tamils. However, in more than one interview 
in Osmanabad, Karad, and Satara sottK 
jroiing men casually mentioned that even 


the most umkilled job in Miunbii Mqpdnd 
some kimwledge of Bngilih. Oent^ly, 
colleges and schools in rural Mabafashtia 
are Marathi-medium. In other words, 
Maharashtrian youth from the village are 
not equally qualified for Jobs in Mumbai. 
Tamils-becauseofthe extensive mitiionaiy 
presence in Tamil Nadu - tend to have a 
better knowledge of English. When 1 asked 
why rural Maharashtrian ichools and 
colleges do not switch to English medium 
education, I was confronted with an indig¬ 
nant refusal to learn anything but Mvathi 
in a state that was created for Marathi 
speakers. 

This indignation waa/is tied to support for 
the Maharashtrian Hindu idemity promoted 
by the Sena. Since the Sena has never clearly 
articulated an education policy it is difficult 
to argue that this patty consciously supports 
Marathi medium eduction. However, it 
seems reasonable that linguistic chauvinism 
is a possible interpretation of its 
’‘Maharashtra for Mahamhtrian" iiralegy. 
In other words, it seems likely that Maha¬ 
rashtrian regionalism can be interpreted as 
support for Marathi medium instruction. On 
one hand, this underlines the strength of the 
Sena’s ideology wherein young men are 
forgoing kmwiedge of a language that may 
enhance their employment opportunities for 
an ideological belief. On the other hand, 
such an ideological interpretation can collide 
with the economic realities of Mumbei which 
requires English medium instruction or at 
least a good grasp of the English language 
unless a BJP-Sena government can do the 
impossible by erasing the. dominance of 
English in Mumbai. Put another way, some 
of the success of the Sena is driven by a 
popular ideological interpretation that may 
hinder access to employment opportunities 
for rural Maharashtrian youth. It seems that, 
despite its tuccessfol role in defeating 
Congress, Sena ideology, as ii is currently 
formulared, can become self-defeating if 
their ideas are understood in a manner that 
may be detrimental for future employment 
generation. 

Another aspect of the Serw’s ideology that 
may prove problematic is its aggressive 
political stance that can be easily translated 
into violence. In Che preceding pages I have 
indicated the party’s implication in various 
riots. If its ideology creates expectations 
that cannot be fulFilled then youthful 
followers nuy not hesitate to resort to 
violence. Many of them told me that 
Balasabeb has taught them that if one cannot 
attain one's goals by peaceful negotiations 
then violeixre is perfectly justified. Survey 
research done i n tiw 1970s pro vidtt evi dence 
chat this patty attracts followets because of 
its explicit support of violence as a political 
tool [Katzenitein 1979:95]. If a political 
party is inclined to view violr^ asa political 
tool, then its dedication to peace and ftability 


becotneiqBwiiwable.'nwKtiiiikwcoiMttif 
Maharashtra Autherllluatnteailicaeiiaiilkit 
strain in the Seu ideofogy. , 

Konkim.''This area U conplerely (UffinnBnt 
from the districts discuued above. Satan, 
Karad, and Otmanabdd are located in arirl 
coumry. In contrast, the Kookan coast, with 
a suffident water supply, is lush and green 
with abundant fruit and flower trees. Yet, the 
Konkan, in comparison, remains back>wmd 
in terms of industrial and educational 
developmeiu. Most Maharashtrians cannot 
understand why this region with its abundant 
agricultural resources and water has not been 
lUe to become an affluent part of the state. 
Thii lack of development hits led to a stereo¬ 
typical dejnetion of Kookani people as lazy 
^ unable to use their natural resources to 
create wealth. Indeed, many local Konkani 
people have internalised the stereotype. But 
regional stereotypes do not provide a 
compelling explanation for sociological 
phenomenon. If one sets aside cultural 
stereotypes, then two structural features of 
the Konkan become apparent immediately', 
the lack of educational and vocational 
institutions in this area and the presence of 
many ex-textile workers. In other words, 
people in this area did not perceive the need 
for education and training because jobs in 
the Mumbai textile milts were readily 
available. But since the 1983 texdle strike 
that led to the closing of many mills, this no 
longer presents a viable avenue of employ- 
meni. Consequently, the young men of 
Konkan are at a disadvantage when they 
compete for jobs with people from other 
Indian states or from other parts of Maha¬ 
rashtra who do have access to post-secondary 
education in their hometowns. Yet, in this 
area, the Sena's “Maharashtra for Maha- 
rashtriaiM” ideology is not used to agitate for 
subsidies for more schools and colleges 
necessary for regional development. Rather, 
it it interpreted as the duty of the Sena to 
provide jobs for Konkani youth by using 
polillical influence, just as, so claim the local 
youth, the ‘outsiden’ have used Congreu 
influence to monopolise local employment. 

The Congress MP who was defeated in the 
Ratnagiri constituency of the Konkan 
emphasised this fact, “People of this area 
want jobs. They say I did not work for (hem. 
How can 1 give (hem jobs when they are not 
educated? I had an opening for a d vll engineer 
in a govenunent scheme, the local people 
agitated that I hire a Konkani. I said that I 
would hire any qualified Konkani who 
applied for the job. There were no such 
applications (personal interview, CMpiun, 
May 19,1996). The Sena was able to hameu 
this dissatisfaction against the MP and the 
Congress Party to create a dedicated and 
active cadre of foUowen. It was the tifeless 
campaigning of these young men that led to 
the Shi v Sena victory in two out of the three 
constitueiieies in the Konkan. 
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dMlfBi are afoM in tbfr KoDkan. 
Tlw nadtl^Uloii dollar EniDoeimsy pn^ed 
UIocaiedheR and the Konkanndlway linking 
this ana with Mumbai hat been completed. 
But, the local peo|de do not approve of theae 

ptojacti. Ibere are two Win^ of concern: 
envmmmental and economic. Many local 
aoftipiofit organisatkuu tee both the Enron 
ptoj^ and the railway as the beginning of 
the end of the clean air and idyllic Konkani 
scenery. In contrast, the Shiv Sena activisu 
ate angry because neither Enron nor the 
railways have created Jobs for local youth. 
Once again workers have been brought from 
outside. When I asked what kinds of jobs 
these ‘outside’ people were brought in to fill, 
it became obvious that 'outsiders’ were 
engaged jn technically skilled labour such 
as computen and accounting. Even the Shiv 
Sena activists admitted that youth from the 
area around Enron andfor the railway were 
not itualified for such jobs. But, they 
demanded that some jobs requiring lower 
levels <>r skills should be created for the 
Konkani youth. They argued (hat the few 
un.skilled jobs that were available did not go 
(0 the Konkanis. Since Enron and the rail way 
project were both implemented by a Congress 
government, the anger of the local people 
is directed towards this patty. It does not 
seem relevant to them that the Shiv Sena- 
BJP government in power in the state of 
Maharashtra also accnled to these projects 
and were also unable to provide jobs. When 
faced with this fact, most people retorted that 
a year in office was not enough to redress 
all the injustices created by Congress during 
40 years of corrupt rule and after an 
appropriate period of time the Sena will 
create jobs for Konkani youth. 

These youth did not seem to perceive the 
need for training or education. My tentiui ve 
suggestion that perhaps they should not ask 
solely for unskilled jobs but also lobby 
Enron for on the job technical training or 
agitate for vocational schools was summarily 
rejected, in their eyes the Sena will create 
jobs by using political clout and in a short 
time will transform the Konkan into a 
prosperous area. Indeed, if one follows the 
intenial logic of the Sena ideology, i c, that 
unemployment in Konkan stems from 
nepotism practised by ‘outsiders’ rather 
than lack of skills, the belief in the Sena’s 
ability to redress the imbalance of jobs 
becomes perfectly understandable. The 
implications of such an interpretation of the 
Sena’s ideology raises questions about the 
actions of the Sena. Can the Sena provide 
jobs for under-educated people through 
political power? If not, how long will these 
youth go on adopting a “give our leaders 
some time” a^Moach? 

The Konkan underlines both the success 
and danger of the Sena ideology. Its ideas 
of a unified Maharashtrian Hindu identity 
creaiedacadre of young men whose vigorous 
campaign help to defeat the Congress 


incundwiit. Thdr unqueatioaing ftdth in the 
Sena is demoRstnted by their lefiisal to see 
faults in the Sena govmmnmt in power at 
the stale level even though this government 
is not fulfilling ail iu ptoses right away. 
There was an undertying anger in the voices 
of the Sena activists as they outlined their 
list of grievances and it wu apparent that 
it would not take much to lead these youth 
into violent confrontation with government 
bureaucrats or minority groups, it cannot 
be denied that the Congress is corrupt and 
needs to be made accountable to the citizens 
who voted for it. But at the same time it does 
not seem reasonable chit a “Maharashtra for 
Maharashtrian" af^Hoach can provide real 
jobs or benefits if it allows the mis¬ 
interpretation of the structrual deficiencies 
in areas such as the Konkan and other parts 
of rural Maharashtra. 

Conclusion 

In this article 1 have vgued that the BJP- 
Sena victory in the state of Maharashtra 
turned on tlw Shiv Sena’s efficient grass 
roots organisation, its economic patronage, 
and its ability to attract youth through the 
dissemination of ideas of Hindu communal 
solidarity based on a unifed Maharashua 
identity as well as its policy of allowing 
young men to participate in its political 
organisation. The efficacy of the party’s 
mobilisation tactics was further enhanced 
becauM of a popular resentment against 
Congress that translated into votes for the 
BJP-Sena as well as the FIX. Since the 
PLM was not vety organised and it did not 
have an effective local network, the BiP- 
Senaalone capitalised on this popular resent¬ 
ment. Further, Congress’ local networks had 
started to disintegrate because of political 
complacency and the party was not able to 
resist the Seiu's effective door-to-door cam¬ 
paigning. Finally, a shift of OBC and some 
forward caste votes from the Congress to (he 
hindutva alliance also facilitated the Congress 
defeat. At the same time I have argued that 
despite the Sena's ability to attract young 
followeis through its Maharashtrian Hindu 
solidarity, this approach can lead to popular 
expectations that are unrealistic. Interviews 
with the youth in Osmanabad and the Konkan 
emphasised their reluctance to accept and 
fight against strucmral problems. They look 
to the Sena for rapid and dramatic economic 
changes that may not be forthcoming. The 
unemployment problem in the Konkan or 
other areas in rural Maharashtra stems not 
only from the presence of ‘outsiders’ - a 
belief sustained by local interpreUttions of 
the Sena’s emphatic Mahanshuaregionalism 
- but also ihnn the lack of education and 
technical training. If both the Sena and its 
foilowcre ignore this structural fact it may 
not be possible to achieve prosperity in rur^ 
areas of Mdbarashtra. The fnistntion bred 
of this Inability contains the potential of 
translating the Sena's aggressive stance into 


violence. 

Given the cMTupl actions of the Congress 
government, there is no doubt that there is 
a need for extensive reforms. The Congress 
Party needs to be strongly reminded of its 
original mandate of cieatingatoleram society 
by sustaining links with the local people. 
Perhaps this dramatic defeat in Mahrahtra 
will serve to stimulate someintemal criticism 
within the party and will yield a rejuvenation 
of the Congress network. Simultaneously, 
the role of the Sena’s network in shaping 
the results of the Maharashtrian elections 
should function as a reminder for all parties 
in India that dynamic and strong lies with 
voters at the grass roots must be retained at 
all costs. If poliucal power is to be sustained 
through democratic processes then grass 
roots organisations cannot be allowed to fall 
into decay. 
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1 ‘IndunVoterCriesOulforAccountableMPs’, 
Timas nf India, May 6. 1996. 

2 All 1996 election figures aie drawn from the 
report published by the ElectkinCoaiinitaion 
of Maharashtra dealing the votes cost in each 
constituency while 1991 electian t ei nh s tie 
derived from Dav’'! Butler. Athok LaMri. and 
Pramo" Roy. India litcidts (Hew Ddhi: 
Books arid Things. I99S). 

3 'JoihiOoverniaeiu Hat Failed on All ntms. 
Says Bhujbal’, The Times cflnrUa, May 27, 
1996. 

4 TheyouthfulfaceofUicSenawMdmalically 
illustrated by visits to the Samna offioes. Ttii 
paper it the ideoiofical mouApieoe of the 
Sena. The ethlor of the Snawn it 34 and the 
avenge age of hit tuff of 20-30 people it 
about 27. If young peopk ara erridin g te 
ideal that driw the Seme tfaentey pl^ an 
intrgral rnlr in riir nirlinlnn rod fiainiiadag 
of ihit pony. 

5 Henceforth in ihii paper, Jimia Del flOk 
Republican Patty of India (RPI). Seteuitmdl 4 
Pa^ (SPj, PeuauB and Woifcen PMea ■ A 
<PWP), Cotnimiiiiu Party of India (CPI), auti"' 
CotniMniht 1^ of India (Maniat) (CMB^ 

6 'Congieet defeat was naoinly due m wtaillt- 
delii. Mntlim tuppoit’. rinia tf MRa, Ite ~ 

11.1996. The RepufaHcan Party of MhtaMI 

all iia. factiona are teen at the poUmi .. 
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vyit^ tpi^ 
\m pMttimeimry coasbwtttckt 
in])<ttci)ttBg^ Ike Konkui coast, western 
Mahinihln, wd cenml Mahamhtta. 

10 h dmU be poinled out that the catofoty 
‘MabandHrian’is fii|)peiy. The Sena defioet 
tt'MafauisteiaA’.mhvldaaUwhDhavebees 
bocn in Mahanahtra or who have lived here 
for more than 15 yean or who speak flueu 
MaraUii. Many people who immigraied from 
TnfiS N^du, Kenb, Uttar Piadedi, and Bengal 
can satisfy these crileiia. Some Sena leaitore 
define as Mahaiaahtrian people who have last 
names such as Naik. Godbole,'etc. Bat these 
names do not represent a single caste categoiy 
or even a certain ethnic origin, but rather rely 
on an intetsubjeedve naming convention. 
Indeed it seems that ‘Maharashtrian' is 
dep e ndent on the Sena leaders' whims. A 
'Maharashtrian' is anyone they choose to 
designate as such. 

M Shiv layanti refers to the celebration of 
Shiva|i’s birthday. 

12 I drew upon interviews conducted in 1992- 
93 in Mumhai for this conclusion. 

13 Further during the three weeks prior to the 
elections when I visited the BJP or Sena offices 
in downtown Mumbai I was met by helpful 
and enthusiastic party workers who were only 
too eager to answer questions and provide 
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14 rime, Jmmiy 25,1993. Loid SUvt't tUsd 
eye opens when he wishes to destny. 

15 'IlKinfcrinaiionaaliieMuinliiivoSssisdriwn 
from TUrnti of Mia articles M well W 
interviews with joanialisli and party activisis 
drawn ftmn all three partiet. 

16 It was alleged that the Muslims had I special 
reasottioresent Conjpess in this city becMMe 
during the riots of 1993, the Congress 
government under ^udhakomo Naik did 
little to stop vicious raids on Muitim 
localities. But at the previously mentioned 
exit polls in Mia Today indicate, Muslims 
did vote for the Congress because they did 
not pered ve the PLM to be a viable altemative. 
Howover, newspapets did report low Muslim 
voter turnout and it can be speculated that the 
Muslim voter sow all tiuee politica] options 
- Congess, BJP-Sena. and PLM - as equally 
undeshafale. See‘Low voter tumoutln Mualim 
areas'. Times of Mia, May 8, 1996. 

17 ‘Saffron ware drowned me' says NirmaU’. 
The Piimeer, May 11, 1996. 

18 The production of cotton, the other big 
cash crop in Maharashtra, has been 
mismanaged in a si milar irauuier. Oovenunent 
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: airifM two or the nMtt ittihhi afoa. 

19 Ou of 627,119 voles east Chavahioeeived 
307,840 yddie the pOwr ti an iHd^ leoeived 

. 198,244. 

20 Meet OsMWSi ftcsicnell— ceniwd en pro- 
fwm ana nti-PMw fiteUnii Chavin is a 


homKjfadaretnii-Pawarandisarasahihey 
MpponM tniO u wep w ocm cbmhomb. 

21 TbeSenacatidldaieisaconiiovenialflgare. 
He hai no political experienee. Since he Is a 
rich trathtentnan. It is mmotabd dmt he paid 
die Sena for his ticket This nunour teems 
foasiUelnHghtorihefaeiihatanatberpaleatlil 
candhlaiB who was a dedicaied Sena activist 
whfa a good reputation had been lumed down 
by the Sena. 
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$£B Priyatisation: Thmscendiiig the 
Issue of Ownership 

Snbodh Wagle 
GlrUiSant 
ShuitaiioDiiit 


the lange of Rs ] ,000owe per year agaimt 
the uinual tevenne of Ra 8,500 cme. 
However, the coiti involved in ‘bad’ 
privatisation are equally Ugb according to 
our analysis of the Mabaraifain situation. 
The policy of allowing IPPs that brought in 
three new private power projects in the stale 
has led to losses of at least Jis 1,000 cme 


WE ate glad that EPW is continuing the 
debateon theimportant issue of power sector 
prlvatisMion. Arun Ghosh, in his article 
(EPW, July 19) argues that APSES has 
been working most efficientty and, with 
limited tariff hike, not just APSES but all 
SBBs can raise the required resources for 
exponskm. Hence, for him, privatisation of 
S^s and their unbundling are not needed 
and we unnecessarily promoted by the 
World Bank and other pro-privatisation 
lobbies. To support hit arguments, he cites 
data regarding plam availability, auxiliary 
consumption and the larifT hike required to 
achieve 3 per coil ROR. His opposition to 
privatisation arises mainly from fears of 
rent seeking by politicians and ofTicials, 
expropriation of assets and excessive pro¬ 
fiteering by the private sector and failure to 
arrive at sector-level optimality due to the 
proposed unbundling. He predicts that the 
proposed privatisation of APSES will lead 
to itl^ cost of power resulting in loss of 
access for rural- consumers (including 
farmers) with adverse impacts on food 
security and development of rural areas. 

In his response (EPW, August 30) Madhav 
Godbole points out that efficiency in 
generation is not the only issue, and that the 
perfonnance of SEBs has been especially 
bad in distributton (i e. thefi and high T and 
D losses) which is often hidden behind the 
unmetered sales to IPS. He also points out 
that the financial situation of most of the 
SEBs is extremely bad which makes further 
expansion impossible. Though Godbole 
agrees that, in the past the public-private 
relationship has had serious problems, he 
nonetheless asserts that it will be wrong to 
t proceed with the assumption that any 
r privatisation necessarily involves corruption 

[ and scams. However, he fails to provide a 
' sound basis for his optimistic assertion. 
Rather,Godbole.whileaiguingthatthetuni- 
around of SBBs is not possible, admits that 
the political environment in the country is 
not going to improve radically in the near 
ftiture. It is worth noting that the process of 
privatiswk)n,accordingtocurreM proposals, 
will be designed and carried out within the 
‘ same poUtical environment which has also 
teen at the root of most of the proUems faced 
by SBBs, Including corruption and lack of 
' Mcanitability. 


. tieoaonic a^ Polittcal W«^ 


These two siticles give us important 
insights into the current debate on 
privatisation wMch has largely concentrated 
on the ownership aspect In our opinion, the 
issue of ownership needs to be looked at in 
the context of>our ability to regulate the 
power sector in terms of taking and 
implementing rational decisions for 
safeguarding consumer interests as well as 
long-term national interests. 

Crucial Choice 

On one hand, the anti-privatiiation position 
overlooks the present inefficiency and 
leakages in the SEBs and blames the crisis 
only on imremunerative tariffs and IPS 
subsidies. It claims credit for success in 
carrying out social responsiMlides while 
expressing apprehensions over allowing 
private ownership in the power sector. On 
. the other hand, the pro-privatisation position 
strives to dcmonstratcthatSEBs.undw public 
ownership, can never wrnk efficiently and 
the growing needs of power sector cannot 
be met without privatising them. However, 
thepro-privatisationpositionoftenoveriooks 
or minimises the gravity of ptr^ems that 
‘bad’ (Indiscriminate and ill-reguIated) 
privatisation wiilentail. Essentially, the crux 
of this debate lies in answoing the question; 
whether the long-term costs involved in 
continued inefficiency and leakages in SEBs 
are more or the costs involved in ‘bad’ 
privatisation are more. It must be noted that 
it is wrong to aggregate all SEBs in a single 
group. But even in the case of better 
performing SEBs (such as Andhra Pradesh, 
Tamil Nadu, Maharashtra, etc), though it is 
often concealed by juggling the data, the 
crisis of i neffidency and leakage i s acute and 
serious. Even in the case of thcefficient SEB 
of Andhrt Pradesh, as Ghosh’s numbers 
sugges). about SO per cent of electricity (34 
per cent of IPS consumption and 18 per cem 
T and D losses) it not metered. The 
methodology to anrive at the exact shares of 
IPS consumption and technical losses is not 
transparent, and as a result leakage due to 
tnefflctency and theft remain unknown. But 
a recent stii^ for Andhra Pradesh estimates 
this theft to be to the tune of Rs I.OOOcrore. 
As pM our analysis of the siluarion in 
MaharasMia, the total losses due to various 
types of inefficiencies and theft are also in 


1^ IW 


just due to badly negotiated contracts (while 
neglecting other costs such as those in volved 
in backing down cheaper MSEB plants, 
foreign exchange risk, oil price risk, etc). 

Thus, the lossesdueto asin^e step towards 
privatisation are of equal magnitude to the 
lossesduelovarioiis inefficiencies (inchaEng 
theft) in MSEB. nirthcr, while the ineffi* 
ciencies in the current set-up could be reduced 
through proper measures, the costly 
contractual agreements with private produc¬ 
ers are legally binding for next 20 yean. The 
‘bad* privatisation witnessed in 1^ process 
cannot be dismissed as an exception. We 
signed MOUs for ),(X),0(X} MW (more 
than the present installed capacity) witboul 
competitive bidiBng. and this trend ia 
continuing. Pbrexample, the'dicny-pkking* 
allowed by the new captive power policy, 
albeit subtle, is extremely dmgerous as it 
would allow the bulk-usingandbigb-paying ^ 
industrialconsumerstodiscormectfioinSEB | 
supply. Similar 'cherry-picking' leemsiobe 
on the cards in the distributson activity as . 
soon as it is opened for privatisation. The 
state government in Maharashtra, for 
example, has already declared that it has ^ 
planstohand over distribution in som ei scas. 1 

mostly commercial and industrial belts, to 
private parties. The industrial and commer¬ 
cial consumers clustered in a few such bells 
in the state provide 70 per cent of revenoe 
to MSEB against 30 per cent of sales. This 
situation needs to be ^xtaposed wftfa Ihe ^ 
findings of a recent siu^ mat privasecipiial 
cannot own more than IS to 25 per cent of 
the infrasuucturedue to several oansttaMg. 
Thus, in the absenceofeffecti VC tnecbaBiMi 
to protect the public intetast, Ihe prtvala 
parties will be sJlowed toget away s^tbO ^ 
immensely profttaUe ‘cbetiy-pidciag’ by. 
those wbo will ensure their share in the , 

The goveinmeni’s eagerness » aOMgt 
privatisation rather than accepting 
gestioiu for improvemenu in SBBs baM 
suggests that the process of privaiiuakaiwflll 
remain ill-conceived and Ul-regulataiL ‘ 

Instead of limiting the scope for dbcntiiaw 

the currtni process of privatiaation ig, : 

subttanriaUy incteating it'Hre Msluaai(|^‘ 

r'~r~irnnTninrrrtiniiHiiianiiiialn>iy 

mems extending over two itrirailaa 

invtdving paymeau of about Ra 

crore Ihrou^ complelely 

and non-competitive pmflnititiw * 





cuncm privatisation is likely to involve 
national losses of such a magnitude that we 
might be inviting a systemic collapse. 

Toward a Common Aoenoa 

Thus, we are faced witha situation wherein, 
on the one hand, the present losses due to 
inefficiencies in SEBs are huge and have 
already brought the sector to the brink of 
collapse; on the other hand, the losses due 
to 'biKl' privatisation may be much higher. 
In this situation the question we need to 
address is how to minimise losses due to the 
present inefficiencies while preventing the 
possibility of new losses due to 'bod' 
privatisation. Neither of the two standpoints 
addresses this question. 

In our opinion, there are three distinctly 
problematic characteristics of cunvnt policies 
that need to be addressed immediately; (a) 
the piecemeal approach and ad hocism it 
engenders; (b) the vagueness in the policies 
and the non-transparency; and (c) lack of 
effective public participation resulting in 
lack of accountability to the public. These 
characteristiesarcevidentinthe privatisation 
process of the last six years as well as in the 
way SEBs have been managed by state 
governments during the last decade or more. 
The policy with such a combination of char¬ 
acteristics allows the governments, without 
losing control over the sector, to keep on 
shifting to less uncomfortable positions and 
continue to evade hard decisions that arc 
often essential in such a crisis situation. A 
debate between the two positions (anti and 
pro)on privatisation without addressing these 
,istues remains inconclusive. Inthissituation, 
the vested interests succeed in neglecting the 
debate and continue with the ad hoc and self- 
serving policy measures. 

Thus it is npcessary to pressurise the 
government to adopt a transparent and 
accountable decision-making process. The 
vital decisions, such as change of ownership 
of public assets, should be made only after 
we have tested the effectiveness of such 
dedsion-making proceks. Below, we discuss, 
in short, the essential featuresof such process. 

bnproved Autonomy of SEBs and the CEA : 
The present situaiion of ad hoc selection and 
transfers of lop SEB management should be 
replaced with a well-defined selection process 
as well as fixed tenures and assured service 
conditions for the board members. The 
selection committee should consist of 
memberi from different agencies such as 
state and cemral goveramem, retired judges, 
finatcial institutions, CEA, academia, etc. 

A Quasi'Judicial Body (Regulatory 
Commission): Quasi-judiciai bodies, at the 
state and central levels, should be created. 
They should be independent of the 
government with broad and comprehensive 
powers, including powers to set and monitor 
performance targets for utilities and SEBs, 


to decide tariffs, and to evaluate In vettmeat 
deciskMi. The members of these bodies 
should also be selected in a manner similar 
to tluu for selection of SEB board members. 

Transparency and Puhlie Participation; 
These arc the two most crucial elem^ for 
ensuringaratioflaldecision-makiitg process. 
It should be made mandatory for the above 
mentioned quasi-judicial bodies to share all 
vital information with the public and hold 
public hearings before making decisions on 
any important issue. The public hearing 
process should allow cross-questioning of 
SEB officials by public and dKisions of the 
quasi-judicial bodies should be furnished in 
writing with proper justification. Records 
of all such proc^ings should be made 
available to the public. A provision should 
be made to allow the central-level body to 
hear appeals against the decisions of the 
state-level bodies. 

This is just an illustrative explanation of 
the es.sential clemenb of a rational decision¬ 
making process that is needed. These 
elements need to be debated and more details 
need to be evolved to make the process as 
sabotage-proof as possible. The present 


THE government of Andhra Pradesh 
proposes restructuring of APSE Board in 
spite of strong opposition from employees 
and political parties ocher than the ruling 
party. The chief minister and the cabinet 
subcommittee are talking in two tongues. 
Several white papers with baffling statistics, 
at times even contradictory, and assertions 
arc being published. At times they assert 
inevitability and when pressurised promise 
an open mind. On reading between lines the 
restructuring is.not meant only as a package 
for the electricity front, but as a part of 
overall strategy dictated by the needs of 
World Bank and IMP loans, which are felt 
as essential by the ruling party. This can be 
seen from the rigid position adopted by the 
state government with regard to alt l%US 
in the state. The plea ofopen mind is nothing 
but a camouflage and proposed debate is 
nothing but an eyewash, white the govem- 
niem has already commilted to the World 
Bank demands on the economy of the slate 
and its suggestion to 'improve' the same. 

This article tries to throw light on the real 
state of affairs, confining it to the position 
of APSE Board, as any act of commission 
or omission in this k^ infraAniduie not 
only affects extension of this service but also 
results in cascading effects on prices and 
employment in the sWe. 

Nobody can deny that APSE Boaid ii 
starved of funds both for its investments and 


Regutedoa CommliaioafRC) BUI Miledin 
parliament is nowhere near this. Thebill may 
use the same terminology but leaves ample 
gaps to allow sabotage of the process. For 
example, it leaves many vital liaues to the 
discretion of the atatei, such as the selection 
procedure of RC members, procedure for the 
RC's functioning and dedsion-making, etc. 
Moreover, infbrmation-sbaiing and public 
hearings are not mandatory. In more than 
one way the RC is not expected to be directly 
accountable to the public. 

The above suggestions are not completely 
new. Many committees, right from the 1980s’ 
Rqjadhyakiha Committee to the Rqjadhy- 
aksha Committee (Maharashtrajof1996have 
suggested similar measures, but these have 
not been implemented. The non-imple¬ 
mentation cannot be an aigument for privati¬ 
sation, aseven the proponenitof pri viiisatlon 
agree that such measures are essential for 
achieving (he claimed benefits of privatisatian 
and prevent rent-seeking and excessive 
profiteering. Hence, the need of the hour is 
to keep aside our differences over the 
ownoship Issue and join hands to work for 
such a rational decision-making process. 


day-to-daywo(kingcapital. All haveto shire 
the anxiety of the government. But one has 
to question the diagnosis and the cure 
proposed by the governmem. 

liie cure proposed by the state government 
is based an two questionable premises. The 
requirement of installed capacity of 
generation is put at 8,(X)0 MW and capital 
requirement for such a huge addition as well 
as distribution arrangements are put at Rs 
50,(X)0 crore. Because neither the APSE 
Board nor the state government are in a 
position to mobilise such huge capital 
requirement, restructuring and finally 
banding over the same to private capital is 
advanced as the panacea. This writer feels 
that both the premises and therefore the 
conclusion are not objective. 

There appears to be no comprehensive 
undcfitanding or unanimity in assessing the 
need for capacity addition or its timing. The 
figures differ between the estimates of 15th 
Power Survey, the Hiten Bhaya Comnuttee 
report and the sure goveroment’s assertions. 
The state government in lu 'Status Repoit' 
says that the additional lequiremeot has to 
be achieved by the turn of the century, i e, 
within three years, nd yet in rmotherplace 
uys the same has to be achieved in S-10 
years, Hiis makes a vast difletence. if the 
capiul requiremem has to be gathered In a 
span of tlm yean the task is heavy. Bth 
if the same hu to be raised over a pasiod 


Is Restructuring of APSES Inevitable? 

VSrihul 
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of 9<10ycwi, n effort by bolb the uate 
fovenMiM end the APSE Board willemble 
the mohUiiation. 

Thus the period over which the target of 
tMtaUed capadiy has to be achieved has a 
profoundbe^ngindeckUng on the proposed 
leitnictiiriiig. There is no clarity on this 
pdnt Born the tide of the government so far. 

Anocheraspect to be consideted is whether 
ttm addidonal capacity tequiiemeni includes 
the pttgiiects already in the pipeline for which 
flnsinciai and input tequiiemcnts have already 
been arranged. If they include them, then the 
financial target Is exaggerated, as many 
projects have finalised Iheirfinancial closure 
or such arrangements are the lesponsibility 
of private patties to whom the nuyority 
capiadty addition has been already awarded. 
If theprojects in the pipeline are not included 
in the 8,000 MW, that should be construed 
as a triclc to hoodwink the people as there 
is no basis for such a huge requiremenL 

The ISth Power Survey of India (Medicted 
the following demand projections for Andhra 
Pradesh. The projections are arrived at aAcr 
all round consultations, where APSE Boaid 
is alio a patty: 


PaOtSenONS OPTHS ISTHPoWEsStiaVEY 


Year 

Energy 

(MU) 

Peak Demand 
(MW) 

2901-02 

42.226 

7,483 

2006-07 

59.812 

9,824 

2011-12 

78,172 

12.748 


The projections ofHitenBhayaCommittce, 
which by themselves were consideted over- 
optimistic, were also available to the ISth 
Power Survey of India, It is sipificant that 
the projections made by 14th Power Survey 
of India for Andhra Pradesh have not 
materialised in practice even during un¬ 
restricted power supply period. 

The stale as on March 3t, 1997 has a 
generatingcapacily of6,763 MW, including 
state share from central sector. According 
to the report of the Hiten Bhaya Committee, 
the projects in the pipeline enviuged for 
cammissiofling by 2002 add another 5,110 
MW. ^frPC is adding another 1,800 MW 
for exclusive utilisation of the slate. The total 
generatingcapacily availableby 2001 would 
thus be 13,674 MW. Thus there will be, as 
matten stand today, a very small shottfall, 
that too only for p^ demand as projected 
by the 15th ■Power Survey. 

Apart from the above, the pnqections made 
hy different agencies and committees 
estimated the lequirenieiits of additional 
generation capacities based on FLP at 68.5 
per cem, whereas APSE Board has already 
achieved PLF of 78 per cent in its thermal 
capacity and private capacHlet envisage 
80 per cent PLF. Putther, there are many 
studies and suggestions made by eminent 


penoiiaUties to reduce the overall demand 
on the system as well as peak demand. The 
Him B^aCommiltee itself suggested high 
voliagediilributioasyitem(HVDS) totoduce 
agricuitural demand by SO per cent in the 
state. APSE Board is repotted to have 
undertaken the same in one district. The 
committee repotted that the payback period 
of the investment is three years at most. The 
Hiten Blu^ Committee’s estimate of the 
return iibatedonly on savings in investment, 
whereas the return will be available in one 
year if the energy thus saved is diverted to 
high )delding lecton of demand. The latest 
estimates ofenergysuppiyto the agricultural 
sectorin 1997-98is 13,510 mu with a revenue 
ofRs 161.11 croie at 11.93 paiteperkwh. 
If the Hiten Bhaya Commiuee's recom¬ 
mendation is implemented, 6,750 mu will 
be saved in this sector. The total supply to 
both LT and HT industries estimated for the 
same period is 7,810 mu and the return on 
the sale is Rs 2,672.14 crore. Another 6,750 
mu, if there is enough demand in this sector, 
is likely to yield at least Rs 2,000 crore or 
a revenue of SO per cent more. 

Ifproperdetnandmanagernem techniques 
in high demand domestic and non-domestic 
secton and demand management i n di fferent 
industries are undertaken, the APSE Board 
will not be starved of funds. The Andhra 
Pradesh government is ignoring these 
possibilities and only insisting on installing 
high cost additional generating capacity. 

Impruvbment of Functionino of APSES 

The APSE Board is one of the efficiently 
run public sector units in the industry. By 
any parameter to test efficiency il stands 
among the three best But there is still scope 
for improvement 

Take PLF for thermal stations. The APSE 
Board achieved an overall PLF of 78.4 per 


cent and compares fa voutably with any other 
state ekctikity boiid But if the PLFadiieved 
by different stations is considered, the scope 
for improvement can be leea There is vssi 
dilTerence between stations and different 
units in a station. 

The PLF recorded for 1995-96 (the latest 
published figures) are as follows: 
Vijayawada Unit; (I) 87.88 (2) 88.02 
(3) 92.82 (4) 91.82 (5) 94.22 (6) 98.20: 
average 91.71. 

Kothagudem Unit A: (I) 56.76 (2) 60.62 
(3) 55.91 (4) 57.87; average 57.79. 

B: (5) 60.60 (6) 60.61: average 60.61. 

C: (7)60.27(8)51.25;Bverage55.76;slstion 
average 58.01. 

Ramagundam 68.19. 

Ncliore 49.08. 

The above figures reveal a vast scope for' 
improving generation. The APSE Board may 
advance three reasons for this variatioiL 
Defects in machinery, quality of coal and 
lack of transmission capacity. It may also 
be due to shortage of demand in the system. 

The capital requirement for repair, 
installation of coal washeries or providing 
evacuation facilities will be lesser per MW 
than for creating new additional capacity. 
Therefore prodency demands attendiog to 
this aspect and in vest in improvements instead 
of handing over the APSE Board to prtviUe 
parties. 

An additional 2,100 mu can be genera¬ 
ted even if an average PLF on par with 
Vijayawada is achieved, which will reduce 
(he cost of generatkm. yiekling savings as 
well as additional revenue. 'This may come 
to about Rs 300 crore. 

The second area where additional 
generation from the existing capacity can be 
achieved is the hydro sector. The hydro 
capacity of 2,452 MW in 1990-91 generated 
10,017 mu and in 1994-95 9,687 mu, but 


Table I; WuauNC Exeensfs of APSE Boaiio 

(Km Im entrt) 


Item 

1992-93 

1993-94 

1994-95 l995-'*t) 1V96-97 l997-9t 

(I'rovisional) (Provisional) (EstiaMSe) 

(1) Pnel 

484.66 

608.75 

719.09 

1000.94 

1306.44 

I544dtt 

(2) Punchaie of electricity 

591.46 

742,75 

940.29 

945.68 

990.00 

1400.18 

(3) Wages of wwfceis 

222.58 

246.59 

298.73 

329.84 

402.19 

439,91 

(4) Electricity duly 

42.13 

51.53 

65.21 

67.29 

77 

• 

(5) Depreciation 

146,75 

172J1 

286.82 

.392.31 

433.73 

S15.2S 

iMetest 







(i) To financial inatiluiions 

220.91 

277.12 

451.53 

625.12 

1001.90 


(ii) To stale government 

176.18 

134.56 

209.08 

135.05 

2152)3 



Table 2: CoNsmanioN of FUel (Coal and Oil) sy Thessial Statwk of APffiB tai KWH 


Year 

VTPS 

KTPS 

Ramagundna 

NeUMe 

1990-91 

0.71-1.91 

0.88-4.71 

0.70-2.98 

1.05-6.14 

1991-92 

0.91-1.90 

1.01-4.39 

0.74-2.97 

1.05-1145 

1992-93 

0.7.3-1.27 

1.04-5.72 

0.74-7.79 

142-16.44 

1993-94 

0.71-1.45 

1.12-4.80 

0.74-5.08 

I.I6-I6.I0 , 

1994-95 

0.72-1.36 

1.12-6.47 

0.70-4.61 

1.03-12.47 

1995-96 

0.7.34).77 

1.11-4.36 

0.70-4.38 

1.104.96 ' 
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in 1994*95on^6^2niu.Thi$etratlcfupply 
and under-utiliiation of capacity renilts in 
higher coitly purchases, hm of nuugin in 
sales (as this sector provides a margin of 
Re 1 per unit) and higher cost of own 
generation. 

This anomaly arises out of the contradiction 
in demand of water for irrigation and genera¬ 
tion of electricity. Recycling arrangements 
and fotm^onofcheap cost dykes of storage 
of water between the hydro station and irri¬ 
gation outlet will serve to amicably settle 
contradictory demands for irrigation and 
power generation. Capacity utilisation, which 
varies between various years, can be vastly 
improved. 

Such prudent investment will vastly change 
the financial position of the APSE Board not 
only for its working capital but also for 
future investments. 

PossiBiuTY or Investment 

The state government is pleading its 
inability to advance any working capital, 
leave alone long-range or short-range capital 
requirements. Its proposal in such a situation 
is to privatise the sector with unfounded 
arguments of availability of capital with the 
privtue sector and its efficiency in running 
the sector. These arguments have no empirical 
evidence to support them. Efficiency in the 
power sector mainly depends upon demand 
efficiency. Social tespotuibilities ate another 
factor. 

The private sector is assured of total 
evacuation of its generation which assures 
demand efficiency and this assurance is at 
the cost of APSE Board. The average cost 
of purchase of electricity for APSE Board 
in 1996-97 was 121.45 paise per kwh which 
is higher by itself compared to the average 
of all SEBs. But the average cost of PP as 
entered into by APSE Board at the instance 
of the state government is Rs 2.40 per kwh 
at the busharof the pri vale gCTKration station 
with assured intake of 68.5 per cent PLF and 
a maximum of 80 per cent No institution 
offers such a guarantee to (he APSE Board. 

Blither, the private sector is provided 
payment guarantees and counter-guarantees 
oresciDw accounts which enable it to mobilise 
capital and working capital requirements 
fr^ the public financial institutions. 

With r^eience to the capital availability 
with APSE Board, the following may be 
noted. The APSE Board does not have any 
of its own capital. The plan investments of 
the stale are converted into loans to the 
APSEB and recovered with interest. Apart 
firoin its own internal surplus, the other source 
is public finandai instilutioiu. The APSE 
after discbaiging all its obligations, 
has aasett of Rs 6^25 crore in book value 
and Rs 41,533 crore in replacement value. 
This compares favourably with those of any 
privare firm. 


' ' , ' ■ v', 

» J 

Another point to be noted In asaeMlnf^ 
efnciencyofiheBoeid if that ilsgroa revenue 
is growing at a rapid pace. It wdi 24.25 per 
cent of itaca^tal-in-use during 1959-61,18 
per cent during 1961-69. 48.7 per cent In 
1992-93,52.31 per cent in 1993 - 9481 x 161.9 
per cent in l994-95.But this growth has not 
resulted in growth of net revenue and the 
APSEB has been unable to meet even the 
statutory lequireroenu. 

Revenue realisation per kwh of sale has 
also shown much improvement. The 
ieali.utionwas3l.98 paise fromLT supply, 
65.14 paise from HT supply and 49.87 paise 
overall in 1984-85 which reached 47.6, 
232,37 and 96.27 paise, respectively, in 
1995-96 as per the provisional estimate. 
Even in absolute terms, total revenue which 
wu Rs 1,827.78 crore in 1992-93 reached 
Rs 2,105.16 crore in 1993-94, Rs 2,145.46 
crores in 1994-95 and Rs 2,285.84 crore in 
1995-96 (provisional). The estimate of total 
revenue was Rs 2,854 crore for 1996-97, 
but actually realisation turned out to be 
Rs 3,453.70 crore and revenue in 1997-98 
is now projected to be Rs 4.360.16 crore. 

These figures show the buoyancy of 
revenues, but the growing shoitnge in net 
revenue is the result of higher operating 
costs on which the board by Itself has got 
very little control. 

Unlike APSE Board, the private operators 
are provided with a uiechMisra of assured 
returns even if costs escalate. A new devise 
in the name of regulatory authority is being 
created to bail out the pri vatc operator at the 
expense of the consumer and the economy 
of the slate. 

A glance at the figures in Table I will 
convince anybody that the APSE Board is 
not a victim of its own policies but of those 
of the central government. It is evident that 
fuel consumption is a major item of the 


expandtuii^ biftiiTetf liy 
ThottghtHeBpudmiwodatMbvciltj^^ 
it (»n save on lUs'account in ooiiinqpMa,^' 
If the particulais of ftxd oottsunptlbo-of 
different statioiu is seen fTlUe 2 ). the 


possibility for considerable laving cm hb 
asserted. The contumpdon of coal and nil 
perkwhofelectricityvaiiefbctweenrtaHoiti ' 
and betweim various yean. TMs ammaiy 


can save at least Rt 100-130 cron in ^ 


oporationaf costs which ii not an 
inconsiderable amount 
The chief minister himself has adndned 
that there is immediate possibility of 
Improving re venues to the tune Rs400crore 
from the existing system itself, if proper 


methods of revenue collection are used The 


government, through its white papers, has 
admitted the chaotic condition of revalue 
collection. 


If the returns resulting from capital 
investment in improvemems and demand 
management are sepanued and the state 
government guarantees repayment it is 
possible to mobilise the requirement of 
financial resources. The government need 
not tight shy of such guanmtees on behalf 
of the APSEB when it is extending the same 
to private parties. 

The banking institutions flush with timds 
and lacking efficiency in lending are opting 
for assured investment in government 
securities over and above the itatutoiy 
requirements. Therefore if investment in 
AKE Board is auurcd as a safe investment, 
mobilisation of funds will notpoaea problem, 
contrary to what ii being argued by the 
government. 

What is required in the present situation 
is objectivity and preparednes s to face the 
realities to save the public sector instead of 
fulfilling promises niade to the international 
financial institutions. 
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Cracking of Laloo’s Grand Alliance 

The politicd calculus of the 1996 Lok Sabha election results in Bihar is 
an obvious function of the splits in the backward caste/dalit/Muslim 
alliance which Laloo Prasad Yadav had crafted so brilliantly before and 
after the 1990 and 1991 elections. Ihere are many elements involved 
in the fragmentation of this grand alliance, of which two especially 
deserve attention: the role of the upwardly mobile kurmis a^ the 
softening of the dalit support-base which Laloo had done 
so much to cultivate. 2599 

Efficiency of Health Expenditure 

While the efficiency of public health expenditure is undoubtedly an 
important issue, the disability-adjusted life-years-gaincd approach 
advocated by the World Bank has serious limitations and its adoption 
as a policy guide in the pursuit of health care objectives can have 
unfortunate consequences, especially in a developing country 
such as India. 2612 

Stock Index Futures 

The reported recommendation of the L C Gupta Committee in favour of 
early introduction of 'options’ and ‘index futures' in Indian stock 
markets has sparked oft a lively debate. Does the efficiency of our 
stock markets justify such a move? An empirical test of 
the Bombay Stock Exchange. 260S 


Avoidable Advice 

In its World Devtlopment Report 
(WDR) the Worid Bank sets out. 
every year, not only its philosophy 
and ideology but also the policies 
that developing countries nwst 
adopt Prepared under the 
supervision of a liberal economist, 
WDR 1997 has many insightful 
comments and worthwhile 
suggestions, but in the Anal 
analysis, the overall impact on 
developing countries will be deadly 
if Its advice is followed. _ 2574 

Fire This Time 

The devastating forest flies have 
brought Suharto's ‘New Order' era, 
whose creation myth was the 
genocide of 8,00,000 cotninunists, 
the full circle. _ VK! 

Opportunistic Alliance 

The dalit revolt against caste Hindu 
society is, for the moment consolidated 
in the BSP. But ndther hindutva 
nor Ambedkarism, which have 
come together in an of^ioitunistic 
alliance in UP, can hope to become 
the domliuait paradigm of Indian 
poliiics for obvious deroograpMc 
and ideological reasons. 2S7S 


Poor Targeting 

Both statistical and iinecdotal 
evidence indicate that the large sums 
provided by the industrialised 
countries as development assistance 
have failed to achieve the objective 
of improving the condiuon of the 
poor countries. A im(jor reason 
is the poor targeting of aid. 2594 

Out of Court 

The Bihar fodder scam case, more 
than highlighting the moral issue of 
conuption in high placet, has 
initiated debates on the respective 
jurisdictions of the judiciaiy 
and the executive. _ 2579 

Reforming the Consensus 

The IStfa Gmgieu of the Cbkrae 
Communist Party made it abundanily 
clear that the opentional conicitt of 
Chinese socialism emanates entirely 
from ‘Deng Xiaoping Tbeoiy' 
acoofding to whi^ modefnisation 
and economic devdopment are 
the central taUi. _ 2SH 

Total Control 

The truButianal seed kaihMiy ia 
seeUiis total oootroi of seed, dm 
first link in the food chala. INI 



LETTERS TO EDITOR 


Mumbai’s PopulatHNi Count 

WHILE thanking Ptuuak and Patkar for their 
comments on my note (June 28) and their 
val uable observations on it, (have attempted 
here first to clarify some concepts which are 
oflenmisinterpreted and second, togive some 
estimates of net-migration and oul-mi gration 
in the decade 1981-91 among the out-bom 
population enumerated in Mumbai in 1981. 
Given ihc limitations of the census data for 
the study of internal migration, I feel that 
these indirect estimates of out-migration 
strengthen my hypothesis of an under-enume¬ 
ration in theoffteial census count of Mumbai. 

(1) I thank the authors of the letter for poiming 
out the misprint in the equation. 

(2) They ob.servc that migrants with 
duration of residence of 0-9 years enumerated 
in 1991 (Census are “only the in-migrants and 
not net-migrants” (paragraph 2). I wish to 
make a small correction here in order to 
ciarify the concept of net-migration which 
the authors arc very much aware of. but may 
have overlooked. Migrants with duration of 
residence of 0-9 years in any place of 
enumeration (which istheplaceofdc^ination 
of the migrants atenumeratiun) arc not decade 
in-migrants but in fact arc decade nci in¬ 
migrants. Taking the data for Mumbai, the 
1.2 m migrants, who reported duration of 
0-9 years stay arc in Mumbai are net of all 
those came to the city during the decade 
minus (hose who went back or went to some 
otherplacc before thecensus count. Alt those 
who came in Mumbai are strictly the decade 
in-migrants and those who left Mumbai before 
the census arc the decade out-migrants. Sum 
of the two moves gives the gross-migration 
and the difference gives us the decade net 
in-migration to the place of destination 
[Shryock and Seigel 1976|. I am afraid the 
terms are often used loosely and thereby 
create confusion. The decade migrants that 
we get from the census migration tables are 
decade lifetime migrants but not decade in¬ 
migrants. Their estimate is used in what 
follows to estimate out-migration among the 
uut-bom (who are the lifetime migranis) in 
Mumbai. 

(3) Phaiak and Patkar ob.serve and rightly 
so, that I have not given an estimate of out¬ 
migration from Mumbai in my note. Since 
it is not possible to get directly the count of 
out-migrants from Mumbai to rest of India 
with the help of the census data, I have 
indirectly derived these estimates as done by 
Zacbariah in his benchmark study Migrants 
toGreaterBombay(l9b5;AlliedPublishcn, 
Bombay. pp4S-48) for the decade 19SI-6I. 
The exercise assumes of course that both the 
1981 and 1991 Census counts in Mumbai 
were more or less correct counts maintained 
as by Phatak and Patkar. We are well aware 


that ceruHtt count can never be a complete 
coum,buttheexerciieisbased on the assump¬ 
tion that the extent of underemimeration is 
more or lessofthe same otderin two cetuoies. 
The estimttes gi ve, (i) net-migration among 
the out-born during the decade 1981-91, 
(ii) out-migration among the out-bom enu¬ 
merated in the district of Mumbai in 1981 
during thedccade 1981-91 ,and(iii) estimates 
of net-migration also among the Mumbai- 
born during the decade 1981-91. 

Net migration to Mumbai in any decade 
is the sum of (a) n^-migration among the 
out-bum persons or the lifetime migranu 
and (b) net-migration among the Mumbai- 
bom. For 1981-91 we may make a rough 
estimate of (a) by subtracting from the life¬ 
time migrants in a census of 1991. the survi¬ 
vors of the lifetime migrants of the 1981 
(Census. In the following exercise, we have 
used 0.95 as the survival ratio to estimate 
the survi vors of the lifetime migranu enume¬ 
rated in 1981. The ratio could be justified 
since Zachariah used 0.90 as the survival 
ratio three decades back, and survival pro¬ 
babilities for residents in Mumbai have im¬ 
proved since then, (hough, admittedly, fl.9S 
remains at best a resonable guess. 

Details of the estimates (in ‘000s) for the 
decade 1981-91 are given in (he table. 

Taiu 

Ufetime migrants in 1991 Census 3703 

Lifetime minonts in 1981 Census 4229 

Survivors of lifetime migrants 
enumerated in 1981 (aiiuming a 
survival ratio of 0.93J 4018 

Lifeliine migranis with duration of 
residence 0-9, years enumerated 
in 1991 Census 1164 

Nei-migration among the -31S 

out-tom during 1981-91 (3703-4018) 

Out-migration among the 1479 

out-bom during 1981-91 [I l64-(-3IS)] 
Ncl-niignilion during the 
decade 1981-91 (using the 
V S Method of estimating 
net migration and population 
count of 9.9m) 3(X) 

Net-migration anuHtg 

Mumbai-bom 61.3 {300-(-31S)] 

Note: Migration Tables D-II for Ibe two 
censuses used for getting the lifetime 
migrants in ihc respective censuses, 
and decade lifetime migrams in 1991. 
Soun-e: 21achariah, KC, 1965, pp 43-48 for the 
methodology. 

From the exercise we may now make 
following observations. Net-migration 
among the out-born during 1981-91 carried 
a negative sign, i e. the survivon of the 
lifetime migrantsaiuineratedin 1981 Census 
exceeded the lifetime gugrants enumerated 
in 1991. Second, if we accept the decade 
lifetime migration as 1,164 thousand, then 
the estimated out-migration among the out- 
bom (hiring the decade worici out to be 
1.479 thousand or neatly 35 per cent of the 


4,229 thousand lifetime migranu, and 18 per 
centof the total population of8,243 thouaand 
enumerated, in 1981. What | am trying to 
undertine is that exodus of that magnitude 
ftom Mumbai seems unlikely. On the other 
hand, the steep decline in tto share of Ihc 
(xit-bora population from 51.3 per cem in 
1981 to 37.3 per cent in 1991 suggesU thai 
the out-bora or migranu have probably been 
missed in the census of 1991. Estimates of 
net-migrstion among the Mumbai-born too 
seem highly improbable, 615 thousand 
Mumbai-bom persons (more than twice the 
estimated dec^ migration) living outside 
in 1981 should have returned to Mumbai 
during the decade to give us the net-migration 
of 300 thousand. 

(4) 1 entirely agree with Phatak and Patkoi 
Chat Che census count of 9.9 m should noi 
be dismissed till an independent estimate ui 
net-migration for the decade is produced 
Gi ven (he data base of the census, estimaies 
of net-migration or out-migration can onh 
be made using Indirect methods. If b; 
accepting the official census count if wi 
arrive at estimates which arc far out of lin 
with past tren(fe one needs to question th 
census count. All the more so because a 
earlier attempts, to estimate the decade nci 
migration of persons, among the out-bor 
and the Mumbai-bom have given fairl 
consistent meaningful results. 

(5) Phatak and Patkar accept the ofTicn 
census count for Mumbai in the light of tf 
rapid growth of population of adjoinir 
districts of Thane and Raigad. It may 1 
worthwhile to find out what was li 
magnitude of lifetime migrants emimeniu 
in these two districts in 1991 and those wl 
bad a duration of residence 0-9 years ai 
stated that their place of last residence w 
Mumbai. The exercise is possible f 
MMRDA to do as they might have the dj 
required for it. These rough estimates m 
in fact strengthen their argument ai 
enlighten us on whether the growth of Tha 
and Raigad resulted from out-migration fn 
Mumbai or migration from other (tistrict.', 
Maharashtra aiuf other stales of India. 

(6) Finally, when I referred to url 
planners, 1 meant planners at local, regin 
and national level. Given the siKofMumh; 
population and its weight in the regio 
population, acceptance of census co 
without verification is likely to give wn 
signals to policy-makers. They may wron 
interpret the demographic changes 
depictiitg success of the pol iciet they purs 
in the past when they are in fact the rr 
of an nndercount which has nothing tr 
with the poUciei the govetmnenl pursi 

Sunu Desnr^ 

Mumbai 
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Wrong Medicine 

D oes the country really need an industry ministry at 
the centre, at least one of the present gargantuan 
proportions with its numerous departments and divisions 
and phalanx of half a dozen or more secretaries with their 
full bureaucratic retinues? This question is raised in a 
sharp way by the discussion paper the ministry has prepared 
for the prime minister's meeting with industrialists next 
week. A careful reading of newspaper reports of the 
discussion paper, which has apparently been widely 
circulated among prospective participants in next week's 
meeting, makes one thing very clear: even in terms of the 
ministry's own, as will be seen below, confused diagnosis 
of the industrial slow-down and its thoroughly mis¬ 
conceived prescriptions for dealing with the problem, the 
^ ministry has virtually no role to play in any effort to bring 
. about an improvement in the industrial situation. The 
suggestions for action - in the form mostly of fiscal 
concessions, enhanced protection through import duties 
; and greater supply of bank and other institutional finance 
besides, of cour.se, a stepping up of public sector investment 
- are almost all addressed to the finance ministry. Not 
a little finger, it is evident, can the industry ministry itself 
lift to help speed up industrial growth by a decimal point. 
It is indeed very useful that the country and the people 
have been presented with this telling proof of the 
redundance of a large and supposedly vital part of the 
.elephantine government of India just when an enormous 
increase in the cost of maintaining it has been forced down 
.their throats following the government's self-indulgently 
generous decisions on the recommendations of the Pay 
Commission for government employees. 

As one industry after another has been faced with a 
situation of slow-down of market offtake, spokespersons 
for business have all turned vigorous Keynesians and 
tadvocates of larger government expenditure, forgetting 
what they were saying just a short while ago about 
government spending crowding out private sector 
investment. The industry ministry’s discussion paper 
'aithfully echoes these sentiments, blissfully unmindful 
yf the certain consequences of a stepping up of government 
outlays for the Tiscal deficit - the finance minister has 
ust had to actually enforce an across-the-board cut in 
budgetary spending to keep the deficit from getting out 
. fhand - and in turn for interest rates and the investment 
tlimate generally. More important, the industry ministry 
.hoiHd know that what is holding up investment, public 
c much os private, in most areas of infrastructure is the 
ovemment’s inability to take essential policy decisions 

> 
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and failure to set up credible regulatory bodies. In the 
absence of action of a long-term nature in these directions, 
expectations of boosting industry by means of pump¬ 
priming government expenditure - for which there is little 
fiscal scope anyway, given the state of the government’s 
finances - are naive to say the least. 

The same readiness to dump essential long-term policy 
changes in the rush for immediate fire-fighting marks the 
industry ministry’s picas for fiscal concessions for 
industries facing problems. In effect they would amount 
to going back to a regime of extensive fiscal discrimination 
and favoured treatment of almost every other industry on 
one ground or the other. The ministry thus wants 
infrastructure status and the attached special fiscal 
dispensation to be made available to more industries such 
as steel and cement. It also wants special treatment of 
commercial vehicles, which happen to be facing a market 
slump just now, in the matter of depreciation write-off 
apart from larger provision of automobile finance (another 
candidate for directed credit evidently). However, it is the 
industry ministry's ill-considcrcd pleas for enhanced 
protection for a wide range of industries which are capable 
of causing the most damage to (he long-term objectives 
of industrial policy. That the ministry is merely echoing 
the demands of particular industries with very little 
application of mind on its own part is evident from the 
obvious contradictions in its proposals. Concerned about 
the deci ine in the rate of growth of capital goods industries 
from 25 per cent and 18 per cent in 1994-95 and 1995-96 
to 8 per cent in 1996-97, the ministry emphasises the need 
to remove anomalies in the i.uport duty structure (a 
seemingly unexceptionable prescription, but one not easy 
to administer when not just capital goods but alto steel 
is sought to be protected) and to restrict the import of 
second-hand capital goods, but equally concerned about 
the problems of some other industry - say, leather and 
leather goods - it has no hesitation in asking for reduction 
of import duty on machines and components. 

It is, of course, entirely desirable that the goverument 
should want to engage in a dialogue with industry and 
business on (he current industrial situation. While 
representatives of industry will understandably use the 
occasion to advance their own special pleas, general 
and specific, government has a responsibility, when dealing 
with immediate problems facing particular industries, 
not to lose sight of the long-term olqective of moving 
towards greater efficiency and compedtion in the iadiis- 
trial sector. 
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DRUG INDOSTRY 

Redesigning Strategies 

Wn'H the National Phannaccutical Pricing 
Authority (NPPA) fmalty sotting up shop, 
it IS nut surprising that the First major issue 
It has had to consider is the five-point charter 
of the Organisation of Pharmaceutical 
Producer: of India, comprising overwhelm¬ 
ingly MNCs and their subsidiaries, seeking 
a review of pricing policy. The demands are 
that 11) prices should be based on actual and 
not noimativccosts, (2) inflationary increases 
in input costs must be covered, (3) costs of 
utilities as fixed by the goveminent must not 
be converted into cheaper price.s and (4) the 
pricing formula should reflect the value of 
medicines. 

None of this is new: the industry has for 
long been insisting that government-Fixed 
prices based on the recommendations of the 
Bureau of Industrial Costs and Prices ate 
wholly unrealistic and that Ihc computation 
of costs should start with the actual costs of 
inputs including packaging and that 
competition within the industry must be relied 
upon to keep prices low. The industry's 
persistent pleas for deregulation have, as is 
well known, bad the effect of progressively 
reducing the sixe of (he price control basket. 
What is significant about the latest charter 
IS that now there is a body constituledoutside 
the government to consider the industry's 
pleas. In the circumstances, a government 
drug policy becomes rather redundant and 
the phannaccutical industry has gut the status 
It has alway.s sought ■■ an industry likp any 
other where the welfare of citi/cas is a 
nominal concern but not a special one. 

There had been considerable resistance 
within the health/pharmaccutical department 
bureaucracy to the setting up of an 
autonomous NPPA with the twin (asks of 
selling drug prices and monitoring them. 
And even after it was set up. it took quite 
a while for a chairperson and members to 
be appointed and an office to be put in place. 
The issue ol' how independent information 
on drug and iniermediatc prices is to be ga¬ 
thered, to check on I he i ndustry' s notori ously 
suspect ilata. is still lo be resolved. But even 
as the NPPA has started its work, Ihc 
government has announced its intention to 
continue control of drug price.s. ft is therefore 
likely that the industry’s demands will be 
subjected to some tough scrutiny, if only as 
part of the tussle between the new body and 
the departmental mandarins. It does not 
follow, however, that the criteria for scrutiny 
will necessarily reflect the drug consumers’ 
concerns. Nor for that matter does there 
seem to be any way of systematically 
introducing these concerns into the 
functioning of the NPPA, since no representa¬ 
tion for consumer bodies has been provided. 

The drug consumer movement in India 
evolved against the background of and in 


responsd to an industry in a particular tttoald 
- a huge aiid powe^l, albeit moi^oted, 
multinational sector, anlitdian sector ftowliig 
in terms of number of products and market 
size and aburgeoning, more or less favoured 
small sector. It was easy therefore to know 
the contours of the industiy and focus on 
issues which not only benefited thecontumer, 
but also ensured scrutiny of the practices of 
multinationals, directing cflbits at curbing 
unethical products and processes. The 
consumer movement sought to bring about 
change primarily by persuading the 
government to consider the production and 
supply of medicines as an integral part of 
its function of providing for people's health 
and wel fare. It ditected its efforts at educating 
the public so that pressure could be put on 
the government to adopt a ratkmal drug 
policy as part of its health policy. Viewed 
in (his perspective, the pharmaceutical 
industry could not be considered on par with 
other industries, say, automobiles or even 
other chemical industries. 

There was thus a triangular and tense 
relationship between the industry, thegovern¬ 
ment and the consumer movement which 
resulted in a somewhat vacillating drug 
policy. Itistothecreditofthedrugcoruumer 
movemenl that it was able to effect consider¬ 
able pro-people change. However, with the 
abandonmeru of the government's welfare 
garb and the initiation of the globalisation 
procc.ss, the consumer movement may well 
And itself without a base to continue its cam¬ 
paigns. Moreover, with the pharmaceutical 
industry the world over in a flux, in India 
too the naturcof the industry is no longer the 
same. MNCs operating in India have under¬ 
gone mergers and diflerentiations mirroring 
similar changes in their parent companies. 
With the legislative changes with regard to 
foreign investment. MNCs are re-entering 
the country either through increased partici¬ 
pation in their subsidiaries orthrough expan¬ 
sion by mergers and by acquisition of small 
Indian firms. Further, the past decade has 
seen the introduction of a number of newer 
and more potent drugs of mass use, creating 
a more diversified drug market. The Indian 
drug industry itself has developed a multi¬ 
national focus with the expansion of markets 
abroadandthecrealionoflargebases for bulk 
drug produciton which make possible the 
.sourcing ofintermcdiaieswithinthe country. 

The pharmaceutical industry isapparently 
poised for a change of pace. And if people’t 
concerns are to influence the drug market 
and theprodua patterns, then clearly bridges 
mustbebuiltwiihtheindustiyaswithgoveni- > 
ment departments and efforts to put pressure 
on the industry to adopt auional practices, 
even if within a coqmrate perspective of 
piofiHniented growth, must goon. Certainly, 
going by its record internationally, the drug 
industry has been notoriously deficient in 
ethics. Equally,it has been the drug coosumer 
movement which has forced powerful drag 



MNCs 10 confeu to their criniet and 
outdemeanon and provldefeooinpeaae, Tbk 
is as politically rdevant aa forcing the 
government to adopt stringent drug policies. 

pou'ncs 

BSP-BJP Games 

IF the Bharatiya Janata PartyfBJP) expected 
Mayawati to be a passive spectator under 
Kalyan Singh's chief ministership, at were 
BJP ministers during her six-mtHith rale, 
then that hope has been firmly shaken. 
Bahujan Sam^ PartyfBSP) leader Kanshi 
Ram's decision to launch an agitation 
against the “anti-dalit mentality” of the 
Kalyan Singh government, inespective of 
the BSP being a partner in it, has un¬ 
ambiguously conveyed the message that 
the party is not interested in maintaining a 
fac^ of cordiality with the BJP when it 
comes to defending dalit interests. 

The first salvo was fired by Mayawati 
when Kalyan Singh, within two days ol 
coming to power, issued a government order 
instructing district-level officials to prevent 
the ‘misuse’ of the dalit act. This step, along 
with (he later large-scale transfer of top- 
ranking bureaucrats and reconsideration ol 
the newly-formed districts, strengthened the 
BSP* s pneeption that the BJP was retreating 
from its assurance nf maintaining the statu: 
quo on the Mayawati government'sdecisiom. 
TIk death of three dalits in Rohana village I 
of MmaSfaimgar district when the police I 
opened fire on dalits agitating against the I 
alleged rape and murder of a dalit woman I 
could not have come at a more critical momcni I 
for the BSP which is determined to drivel 
home the point that it is the party which calls I 
the shots in UP despite no longer being ail 
the helm of the state government. Alreud) ! 
Kalyan Singh's predicament it beginning ti> I 
reflect Mulayam Singh's experience when I 
he led the SP-BSPcoalition govemment ml 
1993 and had to cope with Mayawati'sl 
domineering presence at every step. I 

In the days to come the BJP is not goin;l 
to find it easy to placate the BSP In itsi 
championship of the dalit cause. By ddi I 
berately picking on the upper caste leailenl 
of the BJP such as Kalraj Mishra and Ltljil 
Tandon to interact with, the BSP is anemptiiw 
to project the BJP as the spokesperson ofl 
the upper castes, thereby arrogating to 
the b^ ward castes constituency, in addiliuni 
of course, to the dalit one. Though in hf 
six months' rule Mayawati did hardifl 
anything to addresa the grievances of M 
backward castes, it is vital for the BSPl 
future expansion to prevem Kalyan SinH 
from entrenching himielf at the leader of III 
backwatd castes. Hence, while the BJPj 

central leadership may continue to hope til 
the party’s stain of poUtlca] untouchabill 
is removed by cohabiting with the BSP.J 
will have to worry no leu about die tiul 
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of tti mw btie in UP bdng eroded by die 
BS^. TheBSP*! dlmb-down on the tpeak- 
enhlp iuue n^uesa that the puiy will not 
risk the coalition with the BJP beyond a 
pokit and Kalyan Singh as chief minister will 
seek to exploit this to contain the BSP even 
as he tries to regain lost ground for the BJP 
among the backward castes which are, of 
course, the object of allurement by Mulayam 

Singh's Samajwadi Party as well. 
RAILWAYS 

Safety at Stake 

WITH fare and freight hikes on the anvil and 
accidents occurring almost every day, Indian 
railways arc becoming an expensive and 
dangerous mode of iranspott for the common 
citizen. Yeatsofextravagantexpendilureon 
indiscriminate expansion of railway routes 
at the cost of proper maintenance of existing 
tracks are taking their toll now. Although 
nearly 200people have been killed in at least 
13 train accidents during the last lOmonths, 
the railway minister is continuing to 
inaugurate new routes, gauge conversions 
and railway zones - heedless of reminders 
from railway ofTtcials and employees about 
the urgent to repair outworn tracks and 

ensure proper safety measures. 

According to official estimates, of the 
total 62,000-odd km of rail track in the 
country at least 70 per cent need constant 
maintenance round the year. Much of this 
length of track is more than 50 years old and 
require partial replacement. But neither the 
railway budget nor Ram Vilas Paswan's 
periodic announcements care to emphasise 
maintenance and repair work which arc vital 
for the safety of railway passengers. If all 
the promises made by Paswan every now 
and then about expansion of routes and 
openingof new lines are to be implemented, 
it would cost the railway around Rs 30.000 
crore. But hanlJy Rs 400 crore have been 
sanctioned for safety measures, complain 
officers of the South Eastern Railway which 
handles about 40 percent of the goods traffic, 
including coal and iron ore. 

The priority for implcmemation of safety 
measures on the existing tracks over the 
policy of opening of new railway lines on 
an unsafe infrastructure should be evident 
if we take into account the analysis of railway 
accidents msic by Railway Board members 
themselves some time ago. It is estimated 
that on an average every year about 88 per 
cent of accidents are causkl by derailment, 
7 per cent by trains running over people or 
v^icles at leve I crossings, 4 per cent by train 
collisians, and I percent by fires. Although 
this list dm not include the latest factor - 
bomb blasts by terrorist groups in Assam and 
Punjab - it more or leu conforms to the 
paitim of aeddentx thm had occurred during 
the last 10 months. Out of the total 13 
aocktents till the beginning of October since 


December last, as many aa six were due to 
derailment, two occurred at level crossings, 
one was cuised by a fire and Mother by a 
col lision, and three by bomb Uaitt - the new 
external challenge to the railways. But, as 
is evident, the bulk of the aedd^ can be 
traced to thefailureoftheintemd mechanism 
of the railways. To go back to the analysis 
of Railway Board members, 70 per cent of 
the accidents ate mtributed to human failure 
of the railway staff and 12 per cent to equip¬ 
ment fai lute - for which the railway authon- 
ties must be held accountable. Asforthercsi, 
11 per cent of the accidents are said to be due 
to extraneous factors like sabotage (which 
would include the recent cases of bomb 
bIasts>,and7percenttointtu$ions by vehicles 
or persons at level crossings. Even in the 
bomb blast accidents, one caiuiot totally 
absolve the railway authorities. To take the 
latestincidentofOctober2,whentwo people 
were killed and 20 injured after a series of 
bombblastsintheProntierMail at Sahibabad 
and Ghaziabad railway stations, according 
to some passengers as well as the DIG of the 
Government Railway Police, the train did 
not stop after the first expl osion at Sahi babad 
even after the emergency chain was pulled. 
If it had stopped and had not moved on, it 
could have spared the passengers the next 
explosion at Ghaziabad as a result of which 
two people were killed and at least 18 i njured. 
We are left with a number of unanswered 
questions. Did the emergency chain fail to 
Unction (in whidicaselhe railway authorities 
should be held responsible for poor mainte¬ 
nance of equipment) or did the train dnver 
choose to ignore the first blast at Sahibabad 
and coninuc the journey, which is designated 
in railway officialese as ‘human failure'? 

But despite the extraneous cauKs of .some 
of the train accidents (like the bomb blasts ), 
it is evident that most of the tecent accidents 
have been caused by internal failures of the 
railway administration, the two major factors 
being, first, the poor maintenance of the 
tracks and the communication system and. 
second, the poor training and tupervi.sion of 
the staff - a reality which is sought to be 
glossed over by the administrative excuse 
of ‘human failure'. 

There are two aspects of the debate over 
the railway accidents which involve the 
railway authorities on the one hand and the 
trade unions on the other. While the railway 
minister must surely be compelled to improve 
the safety measures for rail passengers, the 
railway trade unions, which have managed 
to get for the workers a generous pay hike 
through their recent negotiations, owe the 
responsibility of providing safety to 
passengers. While the rail way administrai ion 
claims that 70 per cent of the rail way accidenu 
are caused by 'human failure’ (suggesting 
that the drivers and other staff manning the 
various operations are responsible), the 
railway trade unions are yet to come up with 
convincing evidence to dispute this claim. 


BIHAR 

Territorial Fights 

THE sudden spurt in the internecine warfare 
among naxaJite outfits in Bihar as a fall-out 
of their ambition, especially of the Maoist 
Communist Centre (MCC), to expand their 
operations in an environment of total collapse 
of slate administration. 

The MCC gunned down CPI-ML 
(Liberation) activists in Ankodar village 
with the objective of eliminating the hold of 
the latter over eight panchayals in Chatra 
district which is adjacent to Gaya di.sinct. 
the stronghold of die MCC. Earlier, in two 
separate incidents in Chapcc vil lage in Panki 
block and m Khadasi village under Kaipi 
police station, the MCC targeted the activists 
belonging to the CPl-ML (Party Unity), the 
third prominent naxalite group active in 
Bihar, on the grounds of the latter’s 
encroachment into MCC territory in central 
and south Bihar. Recently; (he battle-ground 
amongst the naxalite groups has shifted from 
the north-central plains to the jungles of 
south Bihar as the mining activity and (he 
Kendu leaf business in the latter zone are 
proving to be a lucrative source for extor¬ 
tion. The covert support of the state mining, 
forest and Jcvciopmem officials to the 
activities of the naxalites, as reportedly 
revealed by slate intelligence reports, also 
exposes the govemment-naxaiitc nexus in 
sharing the booty. The spread of MCC and 
CPI-ML (Party Unity) activities in south 
Bihar is also bound to create tension dunng 
the elections to (he Jharkhand Area 
Autonomous Council m November as both 
the outfits are known for forcible 
implementation of their call for boycott of 
elections. 

In the prevailing anarchy, it is the 
CPI-ML (Liberation) which has been the 
worst sufferer. It took a hold step five years 
ago to .shun anned struggle and participate 
in electoral politics. But (he unsuccessful 
experiment of (he IPF with Laloo Prasad 
Y^av winning over a significant number 
of its elected representatives was a severe 
setback to it. Besides the frequent massacre 
of Its activist.s and supporters by the 
Ranbir Sena, the private army of Bhuinihar 
and rajput landlords, the recent nuiider of 
Its young activist Chandrashekhar Prasad 
in Siwan highlights the odds the CPI-ML 
(Liberation) faces in making a successful 
transition to overground politics in condi¬ 
tions controlled by feud^ mafias. More¬ 
over, Its siege has been further intensified 
by the killing of its leaders by rival 
naxaiite outfits who consider its decision 
to participate in electaral poliucs as noth¬ 
ing less s betrayal of ^ pevsriutiontfjr 

path. 

The recent killings suggest (hat anned 
violence is taking precedence over ideo¬ 
logical politics. 
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CURRENT STATISTICS £fWIUM«rdiFoiiadatkMi 


The coiTEfH year ha teen ■ steady fall in the inflaiion rate, with the WPl shewing an I l-year h)W rise of 3.8 per ecM In the past 12 meMhi. The rise 
in CPI for ladutiiil waken at 5.6 per cent b« also been the kwtsl for many yean, hlooelary expanaiM it getting tnodenled deaplto faster growth of 
bank dqxxiu, following contncuon in currency with the public due to redne^ in net RBI ci^ to the ceotie tut in foreign exchange aatets. Tbcie 
hw been a Uns of S 753 mn in official foreign currency aoels in the past moolh. 

Macroeconomic Indicators 


Index Nninbcn at Wholculc 

Prkea (1981-82 =r 100) 


All Connnodities 
Priroaiy Articles 
Pood Articles 
Non-IHiod Aniclea 
Piiel, Power, Light and Lubricants 
Manubctuied Products 
Food Products 
Food Index (computed) 

All Commodities (Avenge Basis) 
(April S-September 20, 1997) 


Coat of Uriag Indices 


Weights .Sept 20, 
1997 


Cent): Point-to-Poim _ 

Over 12 Months Fiscal Year So Par 1996-97 1995-96 1994-95 1993-94 
Latest Picvlous 1997-98 1996-97 


100.0 

329.2 

0.7 

3.8 

6.6 

2.8 

5.9 

6.9 

5.0 

10.4 

10.8 

32.3 

337.3 

-0,3 

1.9 

7.7 

2.3 

7.5 

7.0 

5.4 

12.7 

11.5 

17.4 

386.2 

-0.1 

3.0 

10.1 

2.2 

8.8 

9.6 

9.8 

11.9 

4.4 

10.1 

338.6 

-0.8 

0.1 

4.6 

3.1 

6.6 

3.5 

-1.9 

15,5 

24.9 

10.7 

370.7 

6.2 

12.2 

16.2 

7.5 

II.9 

16.9 

3.7 

2.4 

13.1 

57.0 

316.8 

0.2 

3.1 

4.3 

2.2 

4.0 

4.9 

5.0 

10.7 

9.9 

10.1 

325.4 

neg 

6.2 

7.7 

5.3 

13.2 

14.1 

-0.7 

8.1 

12.3 

27.5 

363.9 

neg 

4.1 

9.3 

3.2 

10.1 

II.1 

6.3 

10.6 

7.0 

100.0 

324.4 

- 

6.1 

.5.8 

4.9 

5.5 

6.4 

7.8 

10.9 

8.3 


Variation (Per Cent); Point-to-Point 


* Month 


Industrial Workers (1982=100) 

358’ 

0.8 

! UibanNon-ManEinp(l984-8.5=IOO)(Rir 1996-97)289'- 

0.3 1 

Agri Lab (1986-87^100) (Link factor 5.89) 

261^ 

0.8 



Money and BanUng (Rs crore) Sept 12, 

1997 ■ 


Over Month Over Year 


_ Variation 

Rscal Year So Far 
1997-98 1996-97 


' 9,7 

9.9 

! 9.9 

8.3 

1 11.1 

11.2 


Money Supply (M.i) 739096 

Currency with I^lic 139504 

Deposits with Ranks 595479 

Net Bank Ciedil to Oovt 313805 

Bank Credit to Conunl Sector 375805 

Net Foreign Exchange Assets 114922 

Reserve Money (Sepi 19) 200912 

Net RBI Credit to Cerate (Sept 19) 111726 

RBICiedit to Bki/ConunSect (Sept 19) l.340i 
Scheduled Commercial Banks (Sept 12) 

Deposits 533644 

Advances 276501 

Non-Food Advances 267801 

Investments 222449 


4377(0.6) 
-986(-0.7) 
5499(0.9) 
-30(neg) 
490(0. i) 
-274<-0.2) 
-347{X-1.7) 
-699(~0.6)- 
440(3.4) 


102821(16.2) 

15758(12.7) 

88826(17.5) 

33768(12.1) 

.3751401.]) 

26597(.30.l) 

15394(8.3) 

I2703(-10.2) 

39(0.3) 


38914(4 7) 
7071 (5,.3) 
30968(5.5) 
24989(8.7) 
450(0.1) 
1200801,7) 
867(0.4) 
-8976(-7.4) 
149(1 I) 


32269(5.3) 

5488(4.6) 

24249(5,0) 

22259(8.6) 

-6.357-1.8) 

6184(7.5) 

-8940(-4.6) 

5661(4.8) 

-t.544«(-53.6) 


1996-97 


9617605.9) 
1417502.0) 
821070 7,0) 
310.380 2.0) 
.30706(8.9) 
20773(25.3) 
5587(2.9) 
19340.6) 
-1.55.57(-.54.0) 


1995-96 1994-95 


7258103.7) 
1757707.5) 
550420 2.9) 

3536005.9) 

5192.507.7) 
3109(3.9) 

2517604.9) 
19855(20.1) 

8747(43.6) 


970)9(22.3) 
18380(22.3) 
77781(22.2) 
18501(9 I) 
54949(23 I) 
24420(44.7) 
30610(22.1) 
2130(2.2) 
8067(67.2) 


51890.0) 788340 7.3) 28045(5.5) 
~34<neg) 2855201.5)-I900(-0.7) 
604(0.5) 28647(12.0)-3003(-1.1) 
749(0.3) 44770(25.2)319.35(16.8) 


20991(4.8) 71780(16.5) 46960(12.1) 71726(22.8) 
-6066(-2.4) 24.387(9.6) 42455(20.1) 47144(28.7) 
-5070(-2.1) 265800 0.9) 44938(22.5 ) 45776(29.8) 
12896(7.8) 2.5731(156) 15.5290 0.4) 16731(12.6) 



General Index 100.00 

Mining and Quarrying 11.46 

Manuwiuting 77.11 

Electricity 11.43 


Capital Market 


BSE Sensitive Index (1978-79x100) 
BSE-100 0983-84x100) 

BSE-200 (1989-90=100) 

NSE-50 (Nov 3. 1995=1000) 

SkiiKia GDR Index (Apr 15. 1994=100) 


Fercigii Trade July 


100.00 30.3.9 305.3(8 1) 282.3(8 7) 302.1(6.5) 283.601.8) 2.53.7(9.4) 232.0(6.0) 218.9(2..3) 213.9(0.6) 

11.46 274.4 270.9(6.8) 253.7(4.4) 269.7(0.9) 267..3(7.4) 248.8(7.5) 231.5(3.5) 22.1.7(0.6) 222..5(0.6) 

77.11 298,0 30l..3(9.)) 276.100,3) 299..3(7.8)277.603.1) 24.5.4(9 8) 223..5(6.l) 2)0.7(2.2)206.2(-0.8) 

11.43 373.4 366.4(3.7) 353.2(4.2) 352.9(3.8) 340.1(8.1) 3I4,6<8.S) 290.0(7,4) 2699(5.0) 257,0(8.5) 


3848(20.4) 3965 
16690 5.9) 1729 
3740 8,4) 387 


1997-98 So Far 


3196<-3.6) 3427 4548 
I440(-4.I) 1489 1980 


.3I6(-4.8) 

925 


7432(2I_3) 71.73 6132(-22.3) 67.33 


Rscal Year So Far 


2745 4069 
1217 1843 
273 413 

788 1196 
51.6 90.0 


1995-96 


End of Rscal Year 


3361(-0.2) 3367(3.3) 3261(-13.7) 

l464<-5.5) 1.549(-3.5) I606(-I2.2) 

328(-5,0) 345 (-35.3) MS(-I8.2) 

na na ns 

72 76(-7.3) 78.53(0.7) 77.99 


Exports: Rs crate 9917 39493(3.5) 

US Sum 2775 110340.0) 

biqiortt: Rs crate 11439 46029(8.9) 

US Sinii .3201 12860(6.3) 

Non-POL US S mo 2606 )020602.1> 

Bahnce of Trade: Rs crate-1522 -^536 

US$mn -426 -1826 


38163(23 6) 117525(10.5) 106353(28.6) 82674(18.5) 
1092401,1) .33106(4.1) 31797(20.8) 26330 0 8.4) 

422660 7.4) 13684401.6) 122678(36.3) 89971(23.1) 
12099(5.5) 38548(5.1) 36678(28.0) 28654(22.9) 


9103(-6.4) 

-4103 

-1175 


2993U-I0) 

-19319 

-5442 


29214(28,3) 22727(29.3) 
. -16325 -7297 


1993-94 1992-9.3 


69751(29.9) 53688(21.9) 
22238(20.0) 18537(3.8) 

7310105.3) 63375(32.4) 
23306(6.5) 218820 2.7) 
1733201.2) 1.578202.3) 



1996-97 1995-96 1994-93 1993-94 



27166 12893 7378 21649 -7302 18402 27430 

7266 3388 1365 3243 -3690 5640 8724 


na: not available neg; negligible. * unchanged. 


















nunent Finances (Kupees cron) 



1997-98 

(BB) 

1996-97 

(RE) 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

ires of Deficit I 

Piical deficil - Otoh 

65454 

63131 

60243 

57704 

60257 

40173 

36325 

44632 

35632 

30923 

Net 

44046 

42289 

42432 

40313 

45994 

30232 

24624 

30692 

23722 

20770 

Prinmy deficit - Qrou 

-2546 

4631 

10212 

13644 

23316 

9098 

9729 

23134 

n» 

na 

Net 

1.38 

5735 

10820 

12059 

24331 

11644 

8961 

17924 

14439 

17651 

Moiwdted deficit 

16000 

1934 

19855 

2130 

260 

4257 

5508 

14746 

13813 

6503 

Conveotioiial deficit 

• • 

6900 

9807 

961 

10960 

12312 

6855 

11347 

10592 

5642 

Revenue deficit 

30266 

28205 

29730 

31029 

32716 

18574 

16261 

18562 

11914 

10515 

Fiscal deficit - Oross 

42330 

41845 

31426 

27697 

20596 

20892 

18900 

18787 

15433 

11672 

Net 

.34553 

35072 

26695 

23507 

16263 

15770 

15746 

14.532 

11645 

8884 

Piimaty deficit - Onnt 

11242 

15281 

9494 

8484 

4818 

7681 

7956 

10132 

8247 

ni 

Net 

8958 

15824 

10192 

9459 

5210 

6497 

10123 

8280 

7093 

lU 

Monetised deficit 

na 

898 

16 

48 

591 

176 

-340 

420 

255 

425 

Conventional deficit 

-133 

4246 

-2615 

-4468 

462 

-1829 

156 

-72 

161 

-380 

Revenue deficit 

12511 

IS6I4 

8201 

6156 

3812 

5114 

5651 

5309 

.3682 

I8(n 

nne of Gross Fiscal Deficil 

Internal finance 

63019 

60542 

59925 

52558 

55183 

34854 

30904 

4I4SI 

33037 

28463 


(%..3) 

(95.9) 

(99J) 

(91.1) 

(91.6) 

(86.8) 

(85 1) 

(92.9) 

(92.7) 

(92.0) 

Mailcet borrowings 

33820 

25498 

33087 

20105 

28537 

3676 

7510 

8001 

7404 

8418 

(51.7) 

(40.4) 

(54.9) 

(34.8) 

(47.4) 

(9.2) 

(20.7) 

(18.0) 

(20.8) 

(27.2) 

Other liabilities . 

29199 

28144 

17031 

31492 

1.5686 

18866 

16539 

22103 

15041 

14403 


(44.6) 

(44.6) 

(28.3) 

(54.6) 

(26.0) 

(47 0) 

(45.5) 

(49.5) 

(42.2) 

-466 

Conventiotud deficit 


6900 

(10.9) 

9807 

(16.3) 

961 

(1-7) 

10960 

(18.2) 

12312 

(30.6) 

6855 

(18.9) 

11347 

(25.4) 

10592 
(29 7) 

5642 

(18.2) 

Exicfnal finance 

2435 

2589 

318 

5146 

5074 

5319 

5421 

3181 

2595 

2460 


(3.7) 

(4.1) 

(0.5) 

(8.9) 

(8.4) 

(132) 

(14.9) 

(7.1) 

(7.3) 

(8.0) 

Loons frum centre (net) 

2I70I 

19063 

14801 

14760 

9533 

8921 

9373 

9978 

7917 

6688 


(51..3) 

(45.6) 

(47.1) 

(53 3) 

(46.3) 

(427) 

(49 6) 

(53 1) 

(51 3) 

(57.3) 

Market borrowings (net) 

3925 

5495 

4959 

4075 

3520 

3500 

3305 

2556 

2298 

1973 

(14.0) 

(13.1) 

(1.5.8) 

(14.7) 

(17.6) 

(16.8) 

(17 5) 

(13.6) 

(14.9) 

(169) 

Others 

14704 

17287 

II666 

8862 

7443 

8471 

6222 

6253 

5218 

3011 


(34.7) 

(41..3) 

137.1) 

(32 0) 

(36 1) 

(40.5) 

(32 9) 

(33.3) 

(.33.8) 

(25.8) 

nding Liabilities of Goveroment 

Total liabilities 

734221 

668819 

606232 

5.38611 

477968 

401924 

354662 

3145.58 

268192 

229771 


[.50.51 

[53.0) 

[55.2] 

(56.41 

[59.0] 

[56 9] 

(57.5) 

(58 8] 

[58 7] 

(57.9) 

Internal liabilities 

678220 

615199 

554983 

487682 

430623 

3S96SS 

317714 

283033 

239849 

204025 

Internal debt 

368682 

3.34914 

.307869 

266467 

245712 

199100 

172750 

154004 

I33I93 

114498 

Small savings 

11.5006 

104056 

91786 

81710 

67285 

60127 

55755 

50100 

41791 

33833 

PF and other accounts 

15.3455 

137209 

121648 

110512 

93070 

75675 

65745 

57007 

45273 

34702 

Reserve fund, etc 

41077 

39020 

33680 

28993 

24556 

23753 

23464 

21922 

19592 

20992 

External liabilities 

.56001 

53620 

51249 

50929 

47345 

42269 

36948 

3I52S 

28.543 

25746 

Total liabilities 

283089 

244519 

240787 

184527 

160075 

142178 

126338 

110289 

94224 

66934 


1I9.5J 

[19.41 

119.2] 

(19.3) 

119.8) 

120.1) 

(20.5) 

120.6) 

120.6) 

na 

Loans and adv froin Centre 

172270 

150569 

131506 

116705 

101945 

92412 

8.3491 

74117 

641.39 

56222 

Market loans 

46512 

40587 

35092 

30133 

26056 

22424 

18923 

15618 

1.3063 

10712 

n^ues of Governments 1 

Cross revenue 

15.3647 

132319 

111237 

92294 

75690 

74.566 

67266 

57513 

51581 

44420 


[10.51 

[10.5) 

[10 11 

19 7) 

(9.3) 

110.6] 

(10 9) 

[1081 

[11.4] 

(11 2) 

Direct Taxes 

4.5711 

40164 

33574 

26966 

20298 

181.32 

15207 

11024 

10003 

8824 


(29.8) 

(30.4) 

(30.2) 

(29.2) 

(26.8) 

(24.3) 

(22.6) 

(19 2) 

(19.4) 

(199) 

Indirect Taxes 

107936 

921.55 

77663 

65328 

55392 

S6434 

520.59 

46489 

41578 

35596 


(70.2) 

(69.6) 

(69.8) 

(70 8) 

(73.2) 

(75 7) 

(77.4) 

(80 8) 

(80.6) 

(80.1) 

Total 

84312 

71868 

6.3614 

55779 

46.577 

39926 

3.5408 

30051 

X5995 

22401 


[5.8] 

[5.7) 

(S.8) 

(5.8) 

15.8) 

15.7] 

[5 7] 

(5.7) 

(5.8) 

(5.7) 

Direct Taxes 

98.34 

83.59 

8027 

7014 

-5032 

4353 

3840 

3243 

3006 

2413 


<H.7) 

(11.6) 

(12.6) 

(12.6) 

(10.8) 

(10.9) 

(10.8) 

(10 8) 

(116) 

(10 8) 

Indirect Taxes 

74478 

63509 

55587 

48765 

41545 

35.573 

31.568 

26808 

22989 

19988 

(88 3) (88.4) (87 4) 

ppmentol and Non-Dcvetopmenlal Expendituie of Oovemmenls 

(87.4) 

(89 2) 

(89 1) 

(89,2) 

(89,2) 

(884) 

(89.2) 

Total 

238403 

208224 

1830.59 

165205 

146050 

126063 

114483 

107994 

9.5226 

771)5 


[16.4] 

[16.5) 

[16.71 

(17.3) 

(18 0) 

H7.9) 

II8.6] 

(202) 

(20.8) 

(19 5) 

Developmental exp 

107692 

96588 

84698 

8280.3 

72464 

65479 

59313 

5S64S 

54207 

415.36 

o/w Social sector 

25925 

20290 

18701 

15178 

12020 

7261 

6817 

6122 

8029 

M 

Non-developniemal exp 

130711 

II1636 

98361 

82402 

73586 

60584 

55170 

49349 

41019 

35579 

Total 

228139 

209932 

177999 

I6IS54 

134649 

II93IS 

108646 

91242 

76809 

67466 


(1.5.7) 

116.6) 

(16.2) 

(16.9) 

(16.6) 

(16.9) 

(17.6) 

117.0) 

[16 8] 

(170) 

Developmental exp 

139341 

135366 

II37IS 

104348 

89.388 

80567 

74584 

63370 

53150 

47064 

o/w Social sector 

84499 

78.372 

64664 

52979 

49900 

44468 

.«355 

.35132 

29005 

1U 

Non-devciopmental exp 

77882 

65046 

56484 

49556 

38020 

32104 

27147 

22600 

19253 

15803 

Others 

10916 

9520 

7800 

7650 

7241 

6644 

6915 

.5272 

4406 

4599 


w tfliconlinMiKe of the ad boc Tmttuy Bill* and Up 9l-da> Titaauy Bilb Ihc concept of conventional badpct deficit hax become 


Btei in romd btidceu are pcfcenuie to napecUve toul. Fifict in agnate bmekeu ait pctctnutcau GDP at ciHieomaitetpnce* 


-'pW'*'W*Hv 'll iw 





COMPANIES 


EPW Ra w fc h Fwada tto n 


-reLCO 

Large Investment 
Programme 

THE automobile giant from the Tata stable, 
Tata Electric and Locomotive Company 
(Telco), performed well in 1996-97. >^ile 
net profit and value of production rose by 
26 per cent and 25.7 per cent, respectively, 
the company's operating profit increased by 
31.9 per cent. Though interest charges were 
highm by 48.2 per cent and depreciation 
provision was higher by 27.2 per cent over 
the same period, this increase was partly 
offset by luwerincrease in tax provision (2.9 
per cent). Consequently, the company's net 
profit increased by 46.8 per cent over the 
previous year. 

With earnings per share rising from 
Rs 20.9 to Rs 29, the company decided to 
raise the dividoid rate from 60 per cent to 
80 per cent. The company’s book value too 
increased from Rs 99.9 per share to Rs 142.6 
per share during the same period. 

The main reason for the lower increase in 
tax provision is the huge capital expenditure 
nude by the company towards the ongoing 
car project, and towards the development of 
diesel and petnd engines, as a pm of its 
research and development programmes. The 
car project, which envisages manufacturing 
the country's first indigenously designed 
and manufactured car, is reportedly on 
schedule for both the petrol and diesel 
versioiu. Telco is expected to commence 
conunercial produaion of its small car. 
christened Indica. in S^ember 1998. The 
car is to be introduced in the sub-compact 
segm^ which is now the monopoly of 
Maniti Udyog. Indica will compM with 
Daewoo Motors' small car (coded Project 
M) which is slated to be launched in 1998, 
and the Maruti 800. 

Telco has chalked out a major capital 
expendinire programme over the next three 
years. This includes nsodernisation, capacity 
expansion and new projects. The company 
recently launched the deluxe version of Sumo, 
which has additional features like power 
steering and air-conditioning. It also launched 
the sports utility vehicle. Safari, which is 
expected to be powered by a petrol engine 
with an output of 137 bhp. 'The company 
also plans to replace iu engines in the medium 
and super be^ commercial vehicle seg¬ 
ments with more efficient Cu mmins en gines. 

Telco now plans to increase the produmion 
of iu utility vehicie. Sumo, by 20 per cent 
following the increased domestic demand 
for the same. It already pitxhicei 65,000 
Sumos a year and plans to increase 
production to 83,000 vehicles by the end 
of 1997. ‘The mailtet share for this vehicle 
rose from 22 percent to 31 percent during 
the year undw review. 'The company has 
also increased the prices of Sumo ^ Sumo 
Deluxe from June 9. 


Telco, the largest private sector company 
in thecountry.hasetttered into four technical 
agreements with John Deere Industrial 
Equipment Company, US; Hitachi 
Construction Machinery Company: NacM- 
Pujikoshi Corporation of Japan; and Le 
Moteur Moderne of France. While the 
agreement with John Deere is for the 
manufacture of 2.5 cum backhoe loaders 
which the company proposes to introduce 
in the domestic market during the current 
year, the agieemem with Le Moteur Moderne 
is for the development of diesel and petrol 
engines for its passenger car (Moject. The 
agreement with Naebi-Fujikoshi is for 
inanufactuiing advanced generation of robots 
to be used in weldNne for the manufacture 
of Bodtes-in-White (BIWs) and to perform 
other operations the manufacture of small 
can to ensure quality, accuracy and fatigue- 
free, high-volume production. 

It has also firmed up plans to invest Rs 
425 crore in a new plant in Karnataka, bike 
capacity at its Maharashtra plants from 1.2 
lakh units to four lakh units ^ raise Rs 300 
cme in non-convertible debenhues. 

The company’s share price, meanwhile, 
quotes at around Rs 360, discounting its 
1996-97 earnings per share by acomfortable 
12.4 times. 


B5ES 

New Projects 

Formerly known as Bombay Suburban 
Electric Supply (BSES) is the monopoly 
electricity distributor to the northern part of 
Bombay. The company taw its sale (in value 
terms) increase by 18 per cent in 1996-97. 
Withoperatingexpeiisesincreasing less than 
proportionately, the company's operating 
profit increased by 45.5 per cent over 
1995-96. This sharp increase in profiubi lity, 
however, was partly offset by the steep 
increases in interest charges (up 44.2 per 
cent) and depreciation provision (up 81.7 
per cent). Consequently, the company’s 
bottomline was higher by a lower 12.6 per 
cent during the year un^ review. 

The company’s earnings per share rose 
from Rs 12.5 to Rs 13.8 ai^ book value 
increased from Rs 104.8 per share to 
Rs IIS.8 per share. Encouraged by its 
performance, the company raised the 
dividend rate from last year’s 28 fier ceM 
to 30 per cent The company claims that the 
increase in profit was mainly due to 
substantial improvement in operational 
efficiency and iesier dependence on Tata 
Qectric Companies for purchase «f power 
- largely due to the improved performance 
of the Dahanu power station. 

While the company’s SOO MW Dahanu 
power plant achimred an average plant load 
factor (PLF) of 74 per cent du^g the year, 
electricity sold increased by 17 per cent to 
S.804 miilion units. While unit sales to the 


Bombay region grew by a mere 5 per cent, 
that to the western region state electricity 
boards was higher by 700 tan uniu. Though 
thereon u saturating, thegovemmerA plans 
to allow private sector a greater role in 
distribution of electricity. While the current 
average unit tariff’for sate to state electricity 
boards (SEBs) was Rs 2.15, the average rate 
charged from the customers in the Bombay 
r^km is Rs 3.15.51 percentof the customers 
in theBomhay region are residential to whom 
the tariff is 2.30. 

Meanwhile, the second iransmisslon line 
between Dahanu and Bombay has also been 
commissioned, thereby ensuring higher 
reliability of power supply from Dahanu to 
the city. Also, ail the three 220K V receiving 
stations, at Ghodbunder, Verso va and Aarey, 
have bMome fully operational. 

BSES has now drawn up major capital 
expenditure plans involving up to Rs 860 
crore, which are to be implemented by the 
year 2000. Work on the 160 MW Kochi 
project, which has a total outlay of Rs 400 
crore. has already begun. The company has 
a 60 per cent stake in the equity capital of 
this venture, while the Kerala Stele Industrial 
Development Corporation holds the balance 
equity. 

In order to fund its capital expenditure 
plans, the company plans to increase its 
authorised capita from Rs 250 crore to Rs 
3S0 crore, comprising 15 crore equity shares 
of Rs 10 each and 2 crore cumulative 
redeemable preference shares of Rs lOOeach. 
It also plans to increase iu borrowing limit 
from lire present Rs 2,000 crore to Rs 3,000 
crore. 

BSES. meanwhile, has ffoated a hundred 
per cent subsidiary, christened BSES 
Infrastructure Finance, for raising funds and 
arraitging lease financing for iu power and 
related projects. The new company has an 
authorised capital of Rs I crore of which 
Rs 30 lakh worth of shares have been issued 
to BSES. 

The company's shares currently quote at 
around Rs 2IS on the bourses, discounting 
its 1996-97 earnings per share by around 
15.6 times. 


HINDALCO 

Well-Tiined Expansion 

Hindalco’s performance seems to have 
suffered in 1996-97when it saw iubottomline 
fall by 3.5 per cent over the previous year. 
Net Mies and value of production were lower 
by 7.6percent and 7.2per cent, respectively, 
over the same period. With a steep increaK 
in operating expenditure, the company’s 
operating profit plunged by 22.9 per cent 
over the previous year. The company 
managed to reduce the extent of fall in net 
profit only due to the lower interest charges 
(down 20.6percent)and tax provision (down 
S0.2 per cent). 
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March March March March 
1997 19M 1997 1996 


bMwwRppmprtettwM 

1 Net ulet 85S740 

2 Valac of pmducdoa 868446 

3 Other hKome 37959 

4 Total Incnmt 906405 

5 Raw materioU/More* and 

apares comumed 578567 

6 Other roanufacturinf expeiuef 92968 

7 Reiiuinenuioti to employvet 66732 

8 Other expeiuef 23149 

9 Operallofj prnflt 144989 

to Iniercfl 26587 

11 Gtmu profit 120970 

12 Deptedaliuo 20924 

13 Profit before tax 97930 

14 Tax proviiion 23700 

15 Profit after tax 74230 

16 Dividend* 20061 

17 Retained profli 54169 

UabHUk^aMU 

18 Paid-up capital 25588 

19 Reiervci and iiaplux 339169 

20 Long-tetm loam 124478 

21 Shon-lefm loam 129239 

22 Of which bonk borrowings 129239 

23 Orou fixed assets 385116 

24 Accumulated depreciation 117009 

25 Inventories 114312 

26 Total assets/liabilities 859967 

MlaceUaiwaw Itcina 

27 Excite duty 118092 

28 Groat value added 20859 1 

29 Total ftticign exchange income 67527 

30 Total foreign exchange outgo 68882 

Key financial and performance rattea 

31 Turnover lalio 

(lalet to total assets) (%) 99.86 

32 Sales to total net assets (46) 138 85 

33 Gross value added to 

gross lixed assets <%) 54.16 

34 Return on investment 

(gross proru to total assets) (%) 14 07 

35 Cross profit to soles 

(gross margin) (%) 14.09 

36 Operating profit to sales (%) 16.88 

37 Profit before tax to sales (%) 11 40 

38 Tax provision to 

profit before ux (%) 24.20 

19 FVofit after tax to net worth 

(return on equity) (%) 20 35 

10 Dividend («) 80.00 

11 Earning per share (Rs) 29.01 

12 Book value per share (Rs) I42..55 

13 P/E ratio (baaed on latest and 

corresponding lost year's price) 12 41 

14 Debt-equity ratio 

(adfusted for revaluation) (9b) 34.13 

5 Shittt-ieini bank batrawings 

to inventories (9b) 113.06 

6 Sundry creditors to 

sundry debtors (%) 45.20 

7 Total remuneration :o employees 

to grota value added (9b) 31.99 

8 Total l e mu n ereiiort to cirgtloyecs 

to vaine of production (9b) 7.68 

9 Orow fixed aaaett formation (%) 30.89 

0 Orowth in invemarict (9b) 14.14 


'ora: NA: not available. 
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185446 
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117441 

126540 

25278 

4485 

1263 

14083 

17094 

716226 

IS993I 

1S844I 

131524 

143634 

463704 

6008 

5216 

32248 

28821 

S9S02 

118131 

108795 

24019 

24862 

57483 

4454 

3621 

8992 

7505 

25622 

16523 

10002 

8881 

8050 

I099IS 

44815 

30807 

57384 

74396 

17941 

8947 

6204 

4888 

6156 

90096 

33597 

24582 

55251 

67682 

16444 

13146 

7234 

4232 

.3484 

73615 

20036 

17347 

50645 

64115 

23033 

500 

NA 

11950 

24000 

505802 

19536 

17347 

38695 

40MS 

14.300 

4709 

3407 

3351 

2979 

36282 

14827 

13940 

35344 

37136 

24182 

18754 

17550 

7447 

4965 

217400 

145567 

129350 

277950 

251992 

58664 

117040 

103854 

47156 

43413 

69433 

5715 

3421 

7975 

9411 

69433 

.5715 

3421 

7975 

9411 

294239 

228657 

205021 

308124 

2504SS 

96980 

30276 

17292 

109625 

98615 

100153 

15384 

4507 

24620 

18364 

610991 

332220 

298560 

360.568 

325189 

81897 

NA 

NA 

ISII9 

17041 

159911 

40630 

3.3983 

60022 

64392 

64293 

1534 

209 

15664 

10739 

.56688 

15470 

3993 

16457 

11814 


III 58 

55.82 

52.65 

.32.09 

38.49 

184.42 

64.60 

61.84 

33.98 

40 41 

.54.35 

17.77 

16.58 

19 48 

25.71 

14.75 

10.11 

8.2.1 

1.5.32 

20.81 

13.22 

18.12 

15.64 

47.75 

.54.07 

16.12 

24.17 

19.60 

49.59 

59.43 

10.80 

10.80 

11.04 

43 77 

51 22 

31.29 

2..50 

NA 

23.60 

37 43 

20.94 

11.89 

11.81 

13 56 

15.61 

60.00 

.30.00 

28.00 

45.00 

60.00 

2092 

13.79 

12.54 

51.96 

80 80 

99.90 

11.5.84 

104 76 

307.39 

389.87 

24.72 

15.60 

16 Jl 

18.67 

12.80 

24.28 

71.23 

70,70 

20.60 

22.43 

69..33 

.37.15 

75.90 

32,.39 

51.25 

64.59 

43.81 

58.03 

115.64 

147.79 

35.95 

1096 

10.66 

14.98 

1166 

8.32 

2.40 

2,30 

766 

5,93 

.35.54 

11.53 

17.19 

45.65 

30.18 

28.69 

24I..34 

9.93 

.34.07 

12.03 


The comtiy’s laifeat private almtiiiiiiin) 
maker, HitnUco is an A V Bltla group 
company. The company darma that the 
decline in profit was mainly on account of 
power diiturtwnce caused by a grid failure 
tnAptill996, which reaultedinaproduction 
loss of about7,000mn lottnes. Conaeqtiently, 
production dropped from 1.7S lakh tonnes 
in 1995-96 to 1.66 lakh tonnes doring the 
year under review. Puither, there was a steep 
decline in aluminium price on the London 
Metal Ex chat^(LME), which dropped from 
the 1995-96 level of $ 2,062 a tonne to bdow 
the $l,600-lcvel throughout 1996-97 

During the first four months of the current 
year, however, the company’s sales rme by 
26 per cent over the corresponding period 
last year. While production of primary metal 
increased by 21 per cent during this period, 
total production for the year is expected to 
touch 2.08 lakh tonnes as compared to 1.67 
lakh tonnes last year. 

Hindalco has drawn up plans to invest up 
to Rs 8,100 croie in its Aditya Aluminum 
pro^ in Orissa. The project envisages the 
setting up of an aluminium smelter, an 
alumina refinery and a captive power plant. 
It isalso exploring the possibility of launching 
a S lOO-ISO mn yankee bond issue in the 
US, to part finaixre its project The inegtaled 
complex's aluminium smelter wilt have a 
capacity to manufacture 2,50,000 tonnes of 
aluminium per annum and the alumina 
refinery will have a capacity lo produce one 
mn (otmesof alumina per anmim. TIk captive 
power plant will have an installed capacity 
of 600 MW. Hindalco alto proposes to set 
upa wire rod mill, which may also necessitate 
the development of port fadlida. 

Hindalco has already lied up with five 
foreign banks lo mop up $60 mn, besides 
private placement of non-convertible 
debentures aggregating Rs 100 ciore with 
the Unit Trust of India, in otder to finvtoe 
its modernisation programme and its wortang 
capital Tequiiements. 

With global ahiminium demand and prices 
set 10 rise, Hindalco seems to be set to cash 
in on (his trend. The compny has speai 
heavily on its capital expenditure pro¬ 
grammes and has built up a huge capacity 
dunng the past few years. Also, with the 
company rated as (he countiy’s most cosi- 
efficteni aluminium company in the private 
sector, it has an edge over its competitar, 
Indian Aluminium Company (Indal), 

Some of Hindalco's major expaasioa 
programmes will be completed during 1997- 
98. The alumina capacity it bang increased 
(o 2,42,000 tonnes per aimum and the 
additional capacity is expected to be 
commisskmedby March 1998. TheimtaUed 
capacity at the leccmly upgraded blits hot 
and cold rolled mills is at preteM 8QJ)00 
tonnes per annuin. Buther, the ahmimum 
foil project, being set « Silvassa. is 
tcheduM to be commissioiied in the latter 
half of the current year. 

The company's stork cunendy qnotet at 
around Rs 970 on the Bombay Stock 
Exchange, thscouiiting its 1996-97 eimiagi 
per share by 18.7 times. 
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RANDOM REFLECTIONS 


Advice without Accountability 

AmnGiHMli 


In its World Development Report (WDR) the World Bank pronounces, 
every year, not only its philosophy and ideology but also the policies 
that developing countries must a^pt. Written by a liberal economist, 
WDR 1997 has many insightful comments on the process of economic 
development and a number of worthwhile suggestions. Yet, in the final 
analysis, the overall impact on developing countries will be deadly if 
its advice is followed. 


THE Imematjona] Bank for Reconstniction 
and Devdopment - one of the Bretton Woods 
twins - was dreanwd up by Harry Dexter 
White as an institution designed, to help in 
the ‘reconstruction’ of war ravaged Europe, 
and to lead the way in Tinancing the 
‘development’ of the less developed 
countries. During the i9SCs, the problem of 
‘externalities', the problem of fi nding fi nance 
for long-gestation, lumpy investments 
lequiKd for infrastructure build upfespecially 
in less developed countries with the syndrome 
of low income, low savings, low capital. low 
productivity and low income) was in the 
forefront of the development dialogue; and 
the IBRD very naturally (and snugly) slid 
into this endeavour, for the task of repair of 
war ravaged Europe was taken over by the 
Marshall Plan. 

During the 1960s, the then president of 
the IBRD decided to re-name the institution ; 
he decided to call it the World Bank. This 
was an unfortunate decision, because it was 
the .self-same president of the IBRD, 
rechristened the World Bank (George 
Woods), who also had the vision to press 
for, and to succeed in getting member count¬ 
ries to set up the International Developmem 
Association (IDA) for highly concessional 
financiitg of developing countries in their 
effort to get over the problem of ‘exter¬ 
nalities’, to build infrastructure, to incur 
social development expenditure, in short, to 
catch up with the process of economic 
development. Subsequently, Robert 
Macnainan - as president of the Worid 
Bank (b> which momenclatare the IBRD had 
by then become transformed) - dreamed up 
the need for direct intervemion to alleviate 
‘poverty’ in developing nations; for it is a 
het of life that, in the context of extant 
inequalities in the distribution of income and 
wet^, capitalist devdopment must neces¬ 
sarily accentuaieinequalities, whichcan lead 
to stark deprivation of some sections of the 
populationinthepfooessofeconoinicgrowth. 

But, to briefly quote from Claudio Mi^lris 
(Danube) (in a wholly different context); 


‘Times change, alas, certitudes collapse". 
Over the past two decades - partly as a result 
of the ‘stagflation’ that overtook the 
developed countries(after the oil price hike), 
and partly asaresullof the rapid proliferation 
of inicmaiional finance capital (initially 
haltingly, from the profusion in the supply 
of Euro^llars, later in abundance, with the 
proliferation of petrodollars) - the philoso¬ 
phy and the ideology of the World Bank 
(WB hereafter) have taken a 180degree turn. 
Regrettably, the WB has. of late, ceased to 
be an institution designed to promote 
‘deveiopment’; it has become just another 
mouthpiece (and promoter of the objectives) 
of developed countries,abank/>arMce(/enw, 
but abank with pretensions, abank now used 
to ‘preaching’, a bank with net lending (to 
all developing countries) near zero (actually 
negative in 1994). and for many countries 
negative net lending for many years now, 
a bank enforcing on hapless borrowing 
countries policies wholly unsuiled fur them. 

The WB is not ‘accountable’ in the true 
sense of the word; it has the backing of the 
G-7 countrie.s who dominate in the 
contribution of capital for the Bank. It is 
therefore run wholly in their interest. How 
completely this is true would be clear form 
the testimony given by former US Treasury 
Uyod Bentsen to the US Senme(while urging 
the Senate to vote for an increase in the 
Bank’s capital, and the US share in that 
capital). For every dollar of US taxpayers' 
fu^ spent towards buildingup of the capital 
of the WB, Benisen told the US Senate, US 
exporters got$ 1.87 worth of export contracts 
(in developing countries) against WB loans. 
(The corresponding figures cited by him for 
the UK, France and Germany varied from 
$ I .BO to S 1.86. For Japan, the figure cited 
was S 1.01.) So. the WB has essentially 
become the mouthpiece of theG-Tfcountries; 
there has been no r^enishniem of the IDA 
resources for quite some time now; and 
lately, it is only the resources of the IDA, 
Aoroflhe WB thataieavailableforpromoiing 
development. 


Indeed, in couotiy after comftry wtie 
WB inspired structunl acljuttinenl polici 
(SAP) have been adoftted, the ermeem 
countries have suffered immeasurably. : 
Latin America, in Africa, in Asia, W 
imposed SAPs have resulted in lower GD. 
less employmeni, enwmous deprivation fi 
large sieclions of the population with r 
success in regard to bdance of paymen 
equilibrium at higher levels of trade. 

A baitker making a bad loon, may '• 
expected to suffer the consequences; a bs 
debt has to he written off, and there is net 
for provisioning for bad debts. Not so, ft 
the WB; its loans for SAP may have led i 
e decline in the borrowing country' 
ciqpability to produce and to repay; but tli 
might of WB would compel the borrowin 
countries to repay borrowings which ha' 
been counter-productive, for the.'' 
borrowings were speciflcally authorised an 
used for the pursuit of WB recommendc 
policies. The WB is not accountable for lx 
advice, for had loans, in the sense of loar 
which are made for a bad purpose where tt 
outcome is negative ratto than positive 

It is in the above context that one neet 
to review the World Development Repo 
(WDR) 1997. The WDR is now an annut 
document - dating back to a decade (the fir. 
WDR appearing in 1987)-wherein the W 
pronounces not only its philosophy and !■ 
ideology but also the policies that developin 
(Of borrowing) countries must adopt. Fo 
to flout the WB Can in vile trouble and distre:. 
fur an indebted country. 

Over the past several years. Die WDR ht 
been used not to review world economi 
development over the year (that is, cithc 
around the world or in the borrowin 
countries), as it initially commenced doin< 
but to preach *i nstitutional reform’ in the let 
developed countries. Thus, over the past fe 
years, there was focus on the reform of tradi 
policies (and how that could proinot 
growth); reform of the financial sector, a 
an essential ingredient for development; tb 
dismantling of public enterprises and thei 
privatisation (with a view la promotin 
‘efItdeticy’),andthccreationofmote ‘space 
for private enterprise; the possibility of tb 
’unbundling’ of infrastructure with a viev 
to introducing competition (and inter alio 
the privatisation of infiaatructure). 

All these were ‘ focused’;lhough they wrr 
all unidirectional, the earlier MfDRs wen 
sectorally focused. WDR l997hasnawcom( 
up with a wholly different approach. Wiitter 
essentially by a liberal economist (who doe: 
not subscribe to the cumiit US economic 
philosophy) WDR 1997 is persuasive; i 
allures. It does have many insightful 
comments on the process of economic 
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opment. • number of worthwhile 
itioiiitooffer. Yet,in thefirialaiialyiii. 
renll impact on developing countriei 
e advice of WDR 1997 ii punucd - 
'y to be deadly became the >^R endf 
' defining the role of the state in 
iping countdet at minimaliit. WDR 
dearly recommends that the role of the 
le limited, and focused on the creation 
istitutions’; that is fine; but then 
ipmentai effort by the state is not 
sary. What is important are the 
mance of lauf and order; private 
:rty rights; and environmental 
don. 

lis insidious effort WDR 1997 is quite 
ulve. Only a few quotations - even 
I they ate a trifle long - would help 
trate. According to WDR 1997, “...an 
vestateisihecomersioneof successful 
mies, and without it, economic and 
dcvdopment isimpossibie...”. Further, 
state is not merely a referee, making 
(forcing rules from the sidelines; it is 
(layer, often a dominant player, in the 
mic game. Every day, state ageiKies 
resources, direct credi t procure goods 
rvices and negotiate contracts...Played 
the state's activities can accelerate 
(pment. PI ayed badly, they wil I produce 
ilion or, in the extreme, economic and 
disintegration...". 

lily, "In considering the effect of 
imem size on growth, it is useful to 
uish between public consumption and 
investment...Complicalingthepicture 
fact that some public consumption - 
rs’ salaries or purchase of medicines 
ffect people's lives for the better, and 
aise the effiaency of investment...”, 
scanquarrelwiththeabove statements, 
philosophy underlying it? Perhaps, 
part of this stance goes back to the 
!se critique of WB sponsored SAPs, 
ic findings of the Japanese-funded 
Bank study which appeared in 1993 
The East Asian Miracle: Economic 
h and PMk Policy) which suggested 
(e post-second wc^d war growth in 
(sia has been spurred by positivist 
iment intervention in the functioning 
economy. The Japanese government 
has consistently been that the WB 
ed SAPs in devdoptng countries are, 
„ counter-productive, 
he WB repoit cited, and (he philosophy 
ring it, are now history. WDR 1997 
one back to the ideology of a 
aalitt' state; and its recommaidttion 
h a policy ia based on the concept of 
ipabiiiiy' of the state in develoiping 
iM. Stale intervention in economic 
3 is likely to be counter-productive, 
■rguDiettt goes, the state in developing 
IS is unfit to take up deveiopmem 
mtnes; (he market will do It beuer. 


The state therefore is best adviaed to merely 
/sofiiiire the beuerfiinctiaiiingof the market. 

Many queatkms arise in the above context, 
and none of them is addressed by WDR 
1997, How will an incompetent state facilitate 
development? How will an anarchic people, 
rising against an established order evolve 
institutions that are appropriate for western 
style democracies (or even undemociMic 
capitalist states)? Who can proclaim that thi I 
is the only way human civilisation can 
progreas? Is the promotion of the concept 
of the ‘economic man* - and the punuK of 
individual self-interest - (he panacea for the 
massesof humanity indeveloping countries? 
Are the economic relations between 
developed and developing countries equal? 
Andifnot,willlhetypeofinstitutionsevotved 
in the OECD countries help poor, starving 
nations under the present re^me of WTO 
and WB inspired SAPs? Will not the forces 
of international demand and supply in an 
asymmetric world lead to highly unequal 
gains from trade and thereby act against the 
interests of poor countries? How, if at all, 
will a ‘minimalist’ slate-enforcing law and 
order (in an unjust society) and facilitating 
the market system get over the problem of 
‘externalities’ in developing countries, a 
problem (hm just cannot be brushed aside? 
Is not environment pollution more a problem 
arisingfromuntraniinelledcconomic growth 
(in the developed countries) as per market 
perceptions? And, if a stale has the capacity 
(o inierveiK effectively in the mailer of 
environment, how is it that the same state 
is totally ineffective (or inefTicient) in 
promoting socio-economic devdopment? 

These are only a few of the many questions 
that arise in the context of (he philosophy 
propounded by the WB in WDR 1997; and 
candidly, the logical fallacies in WDR 1997 
- even though written (or overseen) by an 
otherwise trul y I iberal economiit like Joseph 
Stiglitz - can only be explained as the natural 
fallout of a background, educational, social, 
environmental, which is just not able to see 
the viewpoint of the under-privi leged, of the 
diversity of human civilisation, of the bask 
right and responsibility of ihc people in 
different parts of the worid to seek their own 
specific economic solutions to their social 
problems. Did not Karl Marx say much more 
than acentwy back that we SR all corKfilioned 
by our socio-econo mi c background? 

In the above context, several proMematic 
issues arise. However, we would need to 
revert to these later. The problem it that the 
logical framework of WDR 1997 is 
superficially robust. The world in 1997 it 
different, quite differem from the worid in, 
say. 1947; and (he responses to devetopmenl 
issues then or even in Ihe 19<i0s wo^ no 
longer be appikaMe today. Thai ihit, in 
subatantiai measure, it because of the 
changing approach of the international 


finance agenciei, is however not even 
considered; the volume of ODA is going 
down, but instead of arguing for increased 
ODA (for the build-up of inftiititicture), the 
WB now openly Mies that this beiiig the 
reality, developing countries must oonditian 
themselves for Ihe gnMer flow of private 
capital (which it deemed to be tuperior to 
ODA because it brings in new technology). 
The WB is not even concerned that its own 
net lending hat, for quite some rime, been 
only marginal; net tending in 1994 by the 
WB was $ (-)0.7 billion; and between the 
WB and IDA, net tending was no more thn 
S 4.4 billioa And yet, the WB is free with 
‘motivated’ advice which it forced on 
borrowing countries. 

Let US consider only a few of the 
propositions put out in the WDR 1997. The 
free market system is obviously good; the 
collapse of the ‘command system’ in eastern 
Europe is proof posirive. And since there is 
a fiscri crisitevmi in the developed countries 
- whkh are now teddiig to temper their 
social security expenditures (wUefa are 
burgeoning because of the increasing 
longevity of people)-developing countries 
must learn to temper their fiscal expenditures 
(meaning thereby (hm social devetepment is 
now the responsibility of NGOs, a new tribe 
being proirioted by the WB). 

And yet, evoi as per WDR 1997. the 
decline in the share of goverament 
expendiiure as a petceniage of the GDP in 
developing countries is so striking thM it 
does not occur to the WB that its own pcriicies 
and prescriptions have redounded adveraely 
for the people of developing couimies. IM 
us take a look at die tiMe. 

That the consequences of WB e n foroed 
SAPs have been disastrous for most 
developing couiuiies has been documetuad 
by many experts; no one denies thM living 
conditions have worsened in amst comuttes 
pursuing WB inspired SAIH. In thia context 
one hat only to look at the sleep decline in 
government expenditure in devdopiog 
countries between l98Sandl99S.11katdn 
decade has been charactensed by WB 
sponsored SAP is nowhere mentioned in the 
WDR.and the conclusions dr s wn a i c cxnctly 
the opposite of what Ihe figures i iw fi ca i e , 

The state is doubtless in disarray in many 
developing countries; yet theeuniitea cited 
in WDR 1997 we Afghanstwi. Somdia, 
Liberia. That the intervenrion of extenal 
powers - two s upei powe n in Afg hanistan , 
that the fiee arms sates by not only private 
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arms dealers but also the (free) supply of 
deadly weapons by governments of 
developed countries their agencies like 

the CIA), that geopolitical power play of 
superpowers earlier, and neighbouring 
powers lately has made the peoplcof countries 
like Afghanistan suffer inhuman conditions 
is not even considered. To quote from WDR 
1497,"At the limit, as in Af^anistan, Liberia 
and Somalia, the state has sometimes 
crumbled entirely, leaving individuals and 
international agencies trying desperately to 
pick up the pieces". How crass can one be? 
Who has created the shambles in 
Afghanistan? Who are the people, which are 
the countries to have supplied deadly 
weapons of destruction to rival factions in 
Afghanistan, Liberia and Somalia? And, who 
pray, is picking up the pieces today? The 
“terminal phase of this process” of the 
collapse of the state is cit^ (in the WDR) 
for Angola and Zaire (in addition to Somalia). 
Who funded the rival factions in Angola, 
especially to keep at bay the ascendancy of 
a leftist government? Who engineered the 
murderofPatriceLumunA»inZaire-against 
the advice of the UN representative there at 
that time -and set up and aided (and abetted) 
Mobutu to plunder the resources of that 
country? 

These are unfortunate facts of life: but 
then, one is saddened by the fact that an 
interactional lending institution - set up by 
people witha vision, andin the past operating 
in the best traditions of that vision -descend 
to such lowly, partisan preachings today. 

The pervading ‘corruption’ in developing 
countries is cited as amqlar reason forcurMng 
the stale and leaving the market to decide 
on all economic issues. But two important 
points are missed out herein. First, it is the 
glorification of the concept of the ‘economic 
mao' which is really behind the emergence 
of corruption, which is a worldwide 
phenomenon today. One has only to look 
at someof sleazes which have been publicised 
recently in Japan and South Korea and the 
banking and Savings and Loan Association 
‘scams’ofthe 198()sintheUStorealiseihat 
the systematicdesinictionofloca] institutions 
tttd local culture and the imposition of an 
alien culture have been responsible for Che 
increasing corruption that one secs in many 
developing countries today. Indeed, even 
within a country like India, the enforcement 
of a uniform d^elopmental approach and 
philosophy (say. in the north-eastern states 
which had a different, yet a cohesive, 
communist form of social organisation) has 
played havoc with the lives of common 
people. 

This brings up the second poim. The 
process of indiscriminate globalisation, the 
pushing of a consumerist culture (with 
adveittting being defined as the right to 
choose) has promoted the culture of ‘grab’. 


of an atmosphere of aggraudUemetf for 
personal gain. And though one is naturally 
opposed to ‘fundamentalism’ of all kinds, 
it is this atmosphere against which 
fundameiitaliimjsare volt, pace the example 
of Iran as a country and even of the RSS 
in India. 

So, according to WDR 1997, the state is 
(necessarily) corrupt, the state is bloated. 
"Getting societies to accept a redefinition of 
the state's responsibilities...[is] one pan of 
the solution". And what precisely are the 
minimumrcsponsibilities?They are as briefly 
summarised earlier, the eslablishmenl of the 
rule of law; a non-discriminatory environ¬ 
ment; macro-economic stability; increasing 
basic social services and infrastructure (the 
latter to be ‘unbundled' and privatised); 
protecting the vulnerable; and finally, pro- 
tectingthe environment. These areinteresting 
ideas. Slates, in developing countries must, 
at a minimum, protect the environment, even 
though five years after the Rio conference, 
even the west Europeans had occasion 
recently to castigate the US for doing nothing 
in the direction of reducing carbon dioxide 
emissions and global warming. 

One must worry about the future of 
humankind, but is it the reality that less 
developed countries must remain backward 
so that societies which have managed to get 
ahead in (he race for economic development 
can continue to enjoy jhese benefits in 
increasing measure? 

But let us examine all the stipulations. The 
establishment of the rule of law is important; 
but what happens i n a highly unequal society ? 
People take to arms to protect their own 
interests. And, while the WDR 1997 pays 
lip service to the concepts of “protecting the 
vulnerable” and "increasing basic social 
services", it gives priority (after the 
establishment of the rule of law and a non- 
discriminatory environment) to macro- 
economic stid>ility. 

Next to the rule of law is the concept of 
non-discriminatoty environment. You are 
not supposed to discriminate against 
foreigners. Unequal! must be treated as 
equals. This is turning the tlieory of deve- 
lopmeiM - as it evolved after second world 
war-upside down. But then the WDR 1997 
has already emphasised that economic 
conditions have changed dramatical ly of late, 
and that policies must change as a result. 

The mqjor change has been the increasing 
importance of international finance capital; 
but then the WB today must respect its 
financien, aixl the countries with the biggest 
fiiuociers. The WB today has became a 
spokesman of the imeresu of interrStional 
finance capiral; it is no longer the IBRD 
speaking, it is just a bank, maybe a world 
b^. The logic of WDR 1997 becomei 
apparent from its prescriptions of what a 
minimal state presence ihcwld be about. The 


WB is only trying to protect the taneretb of 
its miyor shsehidders, the (£CD cotontries. 

Maintaining macro-econontic stability it 
the next etsemial responiiMlity of every 
state. Macro-economic staMUty is perhaps 
a necessary ingredient for ‘national 
sovereignty’ in the long run; that is a lesson 
which India must learn. But then there is no 
one-to-one correlation between the two. 
Chiria does not have macro-economic 
stability; but it is growing at the fastest rate 
in the world; it is an independent power 
which can cock a snook even at the US; and 
foreign investors are falling bead over heels 
to get into China (and to get a share of the 
large, emerging market in China), no matter 
that MacMeine Albright keeps sniffing at 
China’s record in the matierof human rights. 
(Incidentally, what human fights have been 
observed in (he US intervention in a whole 
series of central American stales? And what 
is the justification for a total ban on trade 
with Chd», other countries being threatened 
to do the same, or else?) 

It is the SAP, in the name of macro¬ 
economic stability which is the WB mamra; 
the reduction of the role of the state (under 
the excuse of the possibility of corruption) 
is writ large on the WB's prescriptions. We 
have seen how the goveraments of developing 
countries (taken together) have spent only 
24percentofthcGDPin 1995 as compared 
to 29 per cent in 1985, this being the direct 
result of the enforcement of the SAP. And 
yet WDR 1997 keeps making noises about 
“protecting the vulnerable”. The WB is all 
too willing to give toons for “safety nets”, 
in the procew slashing employment, income 
and growth; it must keep the protection of 
the vulnerable as part of its agenda if it has 
to succeed in destroying the process of 
industrialisation and development in 
developing countries (like India). 

The argument for a ‘minimalist’ state is 
that the state is ‘corrupt’; that state 
intervention (of any kind) le^ to large 'rent 
seeking' by those in authority. True enough, 
once the process of idealising the ‘economic 
man' reaches its extreme. But then, if the 
state is corrupt, why not privatise the police 
force? After all, private armies have emerged 
in many countries; why not extol the virtue 
of alt activities being privatised? 

WDR 1997 emphasises that (he cost of 
countries ‘notopening up’ will be a widening 
gap in living standards. But unfortunately, 
this tqrening up is one-sided. There is to be 
no sharing of ‘knowledge’; the protection 
of the regime of intellectual property rights 
by the WTO ensures tliai. And the developed 
countries have all manner of excuses - 
including human rights snd the use of child 
Isbour in developing countries - to protect 
(heir own aging industries from oompedtion. 

FinallyandanMzingly.WDR 1997cleverly 
uses theexampleof the’East Asian Miracle* 



sountflei to promote iu phtlotophy and 
deotogy. The fact that eaM Allan couniriei 
It now gradually lifting their comrola comes 
n handy: the fact that all east Asian countries 
barring Taiwan and Hong Kong) have been 
'ighly interventionist in the process of their 
evelopment is somehow bypassed: the 
enesis of their development thrust is 
irgotten. 

I^unaipiy for the east Asian countries, 
one of thM had to submit to the WB’.s 
AP, Japan. South Korea, Taiwan, most 
thers never took loans from the WB and 
Id not have to submit themselves to WB's 
ratuitous and fatuous advice. Japan, South 
orea and China depended, for their initial 
tvetopmeiu thrust, entirely on domestic 
ivings and domestically pnimotcd R and 
erfott to absortt and to develop imported 
chnology. Also, the strategic importance 
the cold war,of the political (and economic) 
liance between the US and the Host Asian 
iracic countries is nowhere taken into 
nsidcration. 

Two brief points need to be made before 
ncluding this essay. First, in the history 
human civilisation, highly civilised 
cieties have been periodically over-run by 
rdes of more virile barbarians. Thriving 
'ilisation.s have regularly perished under 
i attack of militarily more powerful 
'aders. That is a welt known historical 
t. One wonders', arc we seeing the same 
icess being repeated, though in u much 
ire sophisticated manner, today? 
rheother well known historical fact is that 
he history of human development, rapid 
ustrial and technological progress dates 
k to no more than 2$0 years. Going hack 
Hc-industrial revolution days, standards 
iving were not too far apart in different 
Is of the world. According to detailed 
mates prepared by P Bairoch (f.conomirt 
' Worid History, University of Chicago 
IS. 1993). in 1750, per capita income (in 
0 US dollars) was S 188 in what is today 
rribed as the third world, as against $ 182 
he developed countries of today. (The 
lesponding figures in 1990, acco^ing to 
'och,wcreS430tndS3.490respectively.) 
actual numbers are irrelevant. Their 
irscy is a matter of doubt. But other 
tomic historians have come up with 
Ur numbers (though their dates are 
irent). According to E J Hobsbawm's 
ly pcnctnuing analysis, the dramatic 
tround In the fortunes of the developed 
itrles of today arose from a combinat ion 
le spread of education (following the 
liisance) and technological innovation, 
the superior fire p o w er that techno* 
al developmenugavetothe imperialist 
!n.Between 1730and i9l3,asignifkant 
of their protperity came from their 
lial pofiessions (andthecx|doitatit)tinf 
liter). 


The story of the last SO yean hu been 
difTcrenl; but here again, widespread edu¬ 
cation (in all East Asian Miracle countries), 
stale-sponsored research for technological 
development, and an egalitarian land 
distribution system (in Japan, South Korea, 
Taiwan and an even more drastic reform in 
China) were key lo the success of all these 
countries. 

The past SO years in a way represeni the 
goldenerarorcapitalism,despite the hiccups 
the system had in the 1970s and 1980s. 
(These hiccups have disappeared with the 
Collapse of communism in the Soviet Union, 
but the hiccups are certain to start again, with 
greater intensity, unless the developed 
(capitalist) world can retain its cxploiiativc 
power over developing countries.) The WB 
and the WDR ignore both history and the 
force of logic. Capitalism must breed 
inequalities, unless the problem is severely 
tempered by state intervention. Such 
intervention did occur in the developed 
societies in the post-war world: the crunch 
came with the hike in oil prices in the 1970s. 
The prosperity of developed countries has 
depended heavily upon the availability of 
ch^p energy sources from West Asia: and 
the superiority of the US arms (and the 
hegemony of the US) has now casured the 
continued availability of cheap sources of 
energy (in real terms). The historical reality 
also is that the ‘East Asian Miracle’ was the 


result of purposive state invervemion. The 
other reality is that many of the ills of the 
present day worid arise from the imposition 
of the ideology, the philosophy, the cultural 
mores oflhe west EuropeanfNorth American 
countries on the rest of the worid. 

The capitalist system hu led, in the past 
I wo and a halfcenturies, toimmense material 
progress. The limits to the expansion of 
consumerism have, however, been empha* 
sited by many western philotopben of late. 
And unless the developed couolties - and 
their spokesmen by way of international 
institutions < like the WB. the IMF. the WTO) 
- lakcihc lead, unless the developed countries 
are prepared to accept a ’ceiling’ on their 
own material well-being, and help the rest 
of the world to come up to their levels, the 
future of human civilisation will be at peril. 
Tlic emergcnccofChina would, in the coming 
years, partial I y restore some balance in world¬ 
wide power, which has been lacking after 
the collapse of the USSR. But the answer 
to the issues that are relevant does not rest 
with a better ttalanceof power. There simply 
should be no superpower, and there should 
be greater social justice around the world. 
That docs not, cannot come from the 
untrammel led growth of the capitalist system. 

Bui. reluming to WDR 1997, it is difficult 
to resist the sinking feeling that regrettably, 
the World Bank has of late become tte 
mouthpieccof ihemoneylenderaof the world. 
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COMMENTARY 


UTTAR PRADESH 

Casteism, Communalism and Politics 

Aninidb Deafapande 

The dalit revolt against caste Hindu society is, for the moment, 
consolidated in the BSP. But neither hindutva nor Ambedkarism, 
which have come together in an opportunistic alliance in UP, can 
hope to become the dominant paradigm of Indian politics for obvious 
demographic and ideological reasons. 

AFTER all the BSP-BJP coalition ministry UP arc placed in their appropriate context, 
in UP has survived despite the intense As usual there are questions to begin with, 

speculation regarding its future in the media For instance, should dalit politics in UP be 
before Kalyan Singh's swearing in. But only perceived as the outcome of the whim of a 

dme will tell whether the new arrengement sectarian leader or should it be seen as the 
in Lucknow will last another six months, perfect and logical example of contemporary 

Nonetheless several aspects of this strange Ambedkarism? These questions have to he 
politicalmarriagebetween.whatthenovelist answered from the left irrespective of the 
Ptemchand us«i to call, ‘achoot niti' and fact that some influential Marxists consider 
‘dvijaniti'willcontinuctodiawtheattcntion itfashionabletosupportcastcismfrom below 
of social scientists long after it ceases to andmiddleinanattemptioarrestthegrowth 
exist The divorce is certain and will come of communalism. In recent years the number 
in time because greater ideological of Marxists supporting socially divisive 
incompatibility in a political marriage of this casleist politics has grown within the oflicial 
sort is difficult to imagine and achieve. and non-official Marxist circles. This has 
To begin with, a large section of the media happened despite the proven fact that the 
seemed to blame Kanshi Ram and the BSP development of casteism most probably 
for creating the recent political uncertainty inhibits the growth of class and, therefore, 
in Uttar Pradesh. Some reports in the media socialist consciousness. Furthermore, 
also drew our attention to the fact that these because the experience of independent India 

problems would never have arisen in UP if shows that casteism begets casteism in the 
the BJP had not bent over backwards to same w-ay as communalism begets 
accommodate the BSP in the first place six cofflmimalism.thetimehascometocritically 
months ago. But these reports failed to sec, re-examine all castdst socio-political models 
and as the enduring trends of social history in the context of their potential to 

show, that political events are transient in progressively transform Indian society.- 
nature. It is a different matter that they often The columnist Makarand Paranjape, in a 
appear repetitive giving credence to the review of the badly written, polemical, 
populartyheldviewthathistoryrepeatsitself. oversized, overpriced and highly overrated 
The similarity of temporally spaced Worshipping False Gods by Aron Sbourie 
crmjunctures, as the political situation in UP {The Hindu, September 7, 1997), provides 
proves, is not entirely unknown to history an interesting comment on contemporary 
and this often happens because the class dalit consciousness. Amberficarism. we are 
composition of political history usually told.hasbecomethedominantdalilideology 
changes very slowly in theabsenceofradied becauseii works forthcdalitswhoareseeking 
social revolutions. And the slowness of this a larger share of the Indian cake. But 
change is best observed in future with observingthismuchisnotinsightfulenough 
historical insight if not altogether with because while Ambedkarism worits for the 
hindsight. dalits in a bourgeois-democratic system it 

Or else why would India’s most populous simultaneously circumscribes (heir political 

siaterevertiothecriticaldaysof I996within denouement. To develop a Marxist critique 
six monthsofMayawati’sehief ministership? of contempomy dalit politics in India it is 

To answer this question we must try to crucial to observe the implications of this 
correctly perceive what has happened there, limited denouement. It is true that 
Moreover, the obduracy of Kanshi Ram AmbedBcarism is popular among dalits, and 
should be explained in terms which appear is politicised and us^ by their elite, because 
sensible to social science before matters in it shows them the way out of a state of Hindu 


ordained misery. This is so because its 
denunciation of ‘sanatw* Hindu society, 
with all its scholarly, puritanical and libenl 
pretensions, is complete and unequivocal. 
But ironically AmbetBcarism fails to become 
an escape route leading dalit consciousness 
and political action into the world of total 
dalit liberation. Against hindyism, and the 
historical interpretations favoured by 
btnduiva, it is a potent weapon but what 
about the questions arising from modem 
capitalism, neo-colonialism, religiousi 
pluralism and, above all, the classes alinosu 
disenfranchised by poverty irrespective ofl 
caste. These questions cannot be addresseq 
satisfactorily by a recoune to Ambedkai 
alone and therefore adalit ideology predicate!, 
solely upon Ambedkarism cannot, because _ 
of its exclusivist practical nature, beconv 
the hegemonic ideology of the real ‘bahuja 
samaj’ in Indian society. Ambedkarism wi! 
continue to make the dalits justiflabl 
stubborn, and its electoral value w ill prubabl' 
grow, but unfortunately it carries within 
the potential of making their elit 


unnecessarily arrogant, opportunist an 
irresponsible. 

It is impottant to write about the dalit elil 
here because Gail Omvedi, the sociologil 
and dalit-peasanl activist, has recenil 
claimed that in 1947 the bahujan sanJ 
became independent on the basis of a wJ 
argued criticism of some hindutva ideoltqpil 
{The f/tndu, September 17,1997). HowevJ 
(he political experienceas.sociatedsince 191 
with the BSP and the policies of reservatw 
followed since 19S0 speak eloquently of il 
arrival of a dalit elite on the Indian politi J 
scene. This is also evident in the lifesi)! 
which most of the well known dalit leadJ 
like Mayawati and Kanshi Ram cultivJ 
The secular symbols of power and ofn 
accepted and flaunted by these people sugn 
that since 1947 a dalit elite has certaia 
arrived on, and has been integrated into I 
Indian socio-political scene. This qualifl 
the generalisation made by well meani 
and CO mmitlcd scholars like Omvedi becsl 
the independence of this elite can hardl]! 
confused with the bondage suffeml byl 
majority of dalits it purportedly lepresJ 
The arri val of the dalit elite if almost certJ 
a sign of historical advance in Indian soca 
and therefore justifies the policy oil 
reservation but. it is being suggei^ >■ 
that is not enough frim the vlewpoinil 
greater transfomution of Indian sociia 

Several months ago, before the BJP-I 
coalition assumed power in UP, tMt aw 
drawtngupontheworksofAnumioGnw 
claimed that politics in UP wen drV i 
towards disinlegratioo because no histw i 
'bloc' capable of forging a hiw ( 





clau ukI cute interait* M 
emerged in the iwe (flinduttm Time*, 
November26,1996;P<ofleer.Decenifeer23, 
(996). The hct that the BJP-BSP coalition 
almott broke down in September 1997 pro vei 
the point fuithcr. The status quo ante 
continues in UP because the largely 
imperceptible historical undercurrents are 
more resilient than floating contemporary 
events upon which, like a crnv^ lining the 
banks of ariver inspale.thc publiriiy hungry 
media loves to focus attention. In the event 
the coalition would have failed not because 
UP was more or less badly governed during 
the previous six months iMt because during 
these months neither Hindutva nor the BSP 
could develop a ‘historic bloc' capable of 
steering the state out of its present socio¬ 
political confusion. Neither the ‘savamas' 
nor dalits were willing to sacrifice some of 
their caste preferences either in the long¬ 
term interest of the stale or in the quest to 
evolve electoral or political stability. This 
only proves the critics of Hindu stxriety right 
and its apologists wrong because the forces 
of hindutva due to their chauvinist nature 
are incapable of forming such a 'bloc' in the 
long run. 

All said and done the Maich-Scptcmber 
coalition was an opportunity for both the 
BJP and BSP to evolve political strategies 
aimed at developing lasting socio-political 
alliances in UP. Although the coalition has 
survived, both parties, without on economic 
programme specifically designed to 
overcome the socio-economic depredations 
of the Fund-Bank prescribed liberalisation, 
seem to have lost that opportunity. The BSP 
tried its best to translate ideology into 
administrative and symbolic gains for the 
dalits in UP and only an impartial survey 
might reveal the actual class and number of 
dalits who have benefited from Mayawati’s 
controversial, albeit highly publicised, 
actions. The BJP, after surrendering the 
initiative to the much smaller BSP in March 
1997, had no choice but to wait for its turn 
to come after six moiuhs. It became a passive 
partner in the coalition and this might not 
redound to its credit in the near future. 
Furthermore, even as time passed the BSP 
became more aggressive in the promotion 
of symbolic dalit assertion, the BJP failed 
to chalk up a plan to convert the coalition 
intoa‘bloc’led by Uieupper caste dominated 
hindutva forces. This is most probably 
explained by the fact that the Muslims and 
large enough sections of the ‘mandalised' 
OBCs, i e, crucial members of the bahujan 
sam^, did not view the coalition with a great 
deal of enthusiasm. The passivity of the BJP 
in die coalition was reinfotced by its short¬ 
lived expectation of witnessing the collapse 
of the UP at the ceittre. But although Gowda 
was forced to quit, the centrist coalition in 
New Delhi, to the BJP't dismay, survived 


the summer crisis of 1997. Likewise the 
coalition in UP too has survived but events 
there haw proved beyond the shadow of 
doubt the inherent inability of the BJP to 
arrive at a lasting and historic compromise 
with the growing enemies of savatna HI ndus 
in the state. 

However, expecting the BJP or BSP to 
forge, lead and univerealise a historic 'bloc' 
based upon the unity of class, caste and 
religious advenaries in UP or elsewhere in 
the face of Indian demographic realities is 
being more tJun Idealistic. No political party 
can transcend the totality of history and 
society as the Communist Pany of the 
erstwhile USSR learnt to its cost. Look what 
is happening in neighbouring Bihar where 
the divisions among the communists are 
recoiling violently upon a peasant movement 
directed against feudal landlordism. If the 
Marxists, with their almost uniform accent 
on class contradictions, cannot unite how 
can the BJP and BSP be expected to evolve 
a lasting political atrangemem in UP? The 
contemporary crisis in UP, and the rest of 
India it may be added, is a product of an 
unresolved pluralism of which so many 
Indians arejustifiably orunjustifiabiy proud. 


THE spectre that haunts Indian politics is 
the spectre of Laloo Prasad Yadav. Ever 
since CBI added his name in the fodder scam 
case he has remained the most discussed man 
in the country monopolising the front page 
of all national dailies. His resignation from 
the chief ministership and subsequent 
conflnement, far from arresting the tide of 
events and putting the matter at rest, have 
opened a new floodgate of coiMroversies on 
complicated legal and constitutional 
questions. On the otK hand, a contempt 
petition hat been filed against the lopofficisJs 
of Bihar administration for not co-operating 
in the arrest of Laloo Prasad, on the other 
hand a serious complaint is under examinaiion 
againsi the top penoiuof CBI forapptoaching 
the army to help in the arrest. The situation 
has been further aggravwed with the recent 
observation of the Supreme Court and its 
Step debarring the Patna High Court (rimt 
monitoring the fodder scam case. This has 
put even the high judiciary in the riock and 
there is eveiy possibility that the episode 
may end now in the terignation or even 
prosecution of some CBI men and the 


Let us assume for the sake of argument that 
Indian sociely today is divided into 2S per 
cent dalits, IS per cent uvama castes like 
brahmans and thakurs, etc. IS per cetM 
religious and tribal minorities and 45 per 
cent middle castes including the so-called 
‘mattdaiised’groups. The mandaiiled castes 
in alliance with the religious minarilies. 
especially the Muslims, pose a formidable 
centrist challenge to hindutva and the 
Ambedkarites.histhis‘historicUoc’ wtuch 
rules India today. The reactionaty savamas 
are united by the sanatan Sangh parivar the 
political expression of which is the BJP. The 
datit revoli against caste Hindu sociely is, 
for the moment, cotuolidated in the BSP. 
But neither Hindutva nor Ambetftariim, 
which have come together in an aliiance 
which is as opportunistic as the UrdtedFront 
in New Delhi, can hope to become the 
domii;ap( paradigm of Iridian politics in the 
foreseeable future because of obvious 
ideological and demographic reasons 
mentioned above. Hcncecvenifiheooalitioa 
in UP survives another six months it will 
fail to provide the socio-political cohesion 
which UP needs for development and sodal 
harmony. 


entangling of the high couit in the diqiwe. 
As the things stand, the sole garner in the 
process has become Laloo Prasad Yadav. the 
'ex'-chief minister of Bihar, aitd with the 
support of his government which he stilt 
guides it has been proved that Laloo 
'imprisoned' is more powerful than Laloo 
ruling. 

However, a cloae view of Ihu hitb but 
disorderly drama shows all its playen in a 
poor light, at least in the first act. h has been 
exposed that there was a wide gap between 
what Laloo Prasad appeared to be and wtat 
he was realiy. Laloo first roared Hke a lien 
challenging the whole worid like a lebet 
vowing to rule from jail, but later he waa 
found bleating Kke a lambbcgghig for time 
to surrender to avoid the oideid of anest. The 
choice of Rabri Devi os the tuocesaor, a|Mit 
fiomstaningabadtraditioaofniiiciagpoliiicB 
a family affiur, reflected his panic and lack 
of faith in any other person even in his newly 
cteaiedp«tyofcx«fifmedycs-aKn.Rasliliiya 
Jrmaia Del (RIO). This also showed the grip 
of ‘in-laws' and ‘out-laws' on him which it 
likely to coniitBM even n»re op w ly now. 


Can Courts Run the Country? 

AKRoy 


The Bihar fodder scam case, more than highiighting the moral issue 
of corruption in high places, has initiated debates on the jurisdiction 
of the Judiciary and the executive. 


Bconomic and Political Weekly October II, 1997 


2S79 



His respect for law was bom at a late hour, 
after be had lost all the le^ battle^ Either 
he should have remained defiant till the end 
keeping his vow to mie from jail, writing 
a new chapter in parliamentary deitwcracy, 
or behaved like a law-abiding person from 
the very banning and resigned immediately 
after his name was mentioned in the fodder 
case. Thus he remained neither rebel nor 
loyal to the system, disappointing all. 

Similarly the CBt and the high court also 
could not maintain their expected high 
profites. Apart from ignoring the slogan on 
the roads against 'jail for Laloo Prasad and 
hail for Jagannaih Mishra' (now Mishra's 
bail has been canccllcdt, an impression was 
created from the very beginning that the 
prosecuting agencies were not meant for 
finding truth but for punishing l.aloo Prasad 
and the hurry shown in (he matterof arresting 
Laloo Prasad, which ultimately resulted in 
an indefensible error in seeking unsuccess¬ 
fully the army's help, only helped gain 
sympathy and suppon for Laloo Prasad. Law 
and order exclusively being a state subject 
there are well established norms and 


proceducei for seeking the army's help and 
under the present Constitution It is not that 
easy al so for a f ragi le centre to dismiss a state 
government, whether it be of Bihar, UP or 
Maharashtra. If the ministers are not above 
law, the CBI and the High Court are not 
above the Constitution. Justice may or may 
not be tempered with mercy, but in no case 
should it even remotely appear as tempered 
with vengeance. One interesting feature of 
(he fodder scam case is that whoever becomes 
aggrcssivelosesibe battle. So in the beginning 
l^loo lost and in (he end CBI and (he court. 
Here the role of the media is also not above 
hoard in derailing the prosecution with over- 
enthusiasm. 

Thu.s the fodder .scam case, more than 
highlighting the moral question involved in 
corruption in high places, has initi ated debates 
on (he jurisdiction of the judiciary and the 
executive andconfused centre-state relations 
even more, unnecessarily blurring the basic 
issues. What is more it has attempted to 
reopen .some controversies which ultimately 
damage the prosecution in the public eye. 
It is being proclaimed loudly that all 


politiclaiuaid pditteal faudttitloiiiliichidfnt 
parliament and the Mate aHemblles, have 
become useless apdeonupt and so the country 
can be run only by the courts. So the lawyers 
' will act as MPi, judges as ministen and CBI 
as the enforcing authority and we see every 
day practically pictures of black coats and 
black cats on TV. Nothing can be further 
from the truth. If the market economy has 
polluted the market of politics, are the bar 
and the bench free from that? Commenting 
on the standard of judges Soli J Sorabjee, 
ex-ottontcy general, observed in Calcutta 
recently (September 27, 1997): “Judicial 
appointments have become a means of 
dispensing patronage and bounty. There arc 
judges who enter court half an hour late in 
the morning and leave early. The people who 
never appeared in the court were appointed 
to sit on the bench in the high court." About 
the independence of the judiciary, justice 
Krishna Iyer said long back (1982): 
“Independence of judiciary is a myth. It 
overlooks numerous tie-ups with the 
executive and business houses.” No part of 
the system has a non-clas.s character and the 
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Jwl^ we locia) bdngi even after living 
aloof with iMegiity. So aodal values and the 
political surroundings do influence their 
decisions, even unconsciously. So with the 
west-wind breezing over the cast-windin the 
country and abroad specially after the 
denulition of the Soviet Union, and ta politics 
has become pro-capital opening up its 
womb to foreign multinationals(cntry policy) 
and anti-worker opening the exit gates for 
labour (exit policy), judgments from courts 
are also coming against employees and 
favouring employers in at least the last 10 
years. Similarly, an old debate ha.s been 
resurrected about the relative supremacy of 
the legislature and the court. On this score 
also Nehru said lung back, afterthe parliament 
had adopted the Constitution; "llie whole 
Constitution is the creation nfthe parliament. 
No court, no system ofjudiciary can function 
as the third chamber of correction." So any 
move to curtail the power of the elected 
institutions and enlarge that of selected 
penonnel will only substitute common people 
by elites in the political sy.stcm, converting 
democracy into oltgarchy, a treatment worse 
than the disease even in the present context. 

However, the fodder scam case ha.s raised 
some salient points calling for convincing 
answers. Ifby tiling a public interest litigation 
(PIL) and managing the CBI a government 
can be destabilised there is no need to go 
through the arduous process of election for 
any change. What ts required is the PH. and 
CBI. This trend has already started. 
Enaiuraged by the results in Bihar, one PIL 
has also been filed in the Calcutta High Court 
against the Left Front government of West 
Bengal when it was ju.si going to celebrate 
Its .successful 20 years of rule. Immediately 
the media stepped in creating sensations and 
the demand was raised for the resignation 
of the chief minister and a probe by the CBI. 
What IS more, to complete the fonnaliiics. 
a successful bandh was also organised 
intelligent people arc on the job collecting 
food and fodder to keep the campaign going. 
In this way, according to reports, a few 
hundred PILs have been ftlcd in various 
eourts of the country against almost all the 
state governments by their adversaries. On 
the other hand, if a government after getting 
'elected' goes wrong and becomes conupt 
what would be the way out for the people 
:o get rid of that except wailing and wailing 
lor five years and allowing some irreparable 
Jamage to take place? If for committing 
•ome offence a common man gets jail and 
1 minister gets bail, what will be the fate of 
\riicle 14 of the Constitution guaranteeing 
M]ualily of all before law? Wtudever may be 
he uhimaie way out of these conflicting 
jositiuns, the solution definitely lies not in 
1L. CBI, Article 356 of the Constitution or 
:Blling in the army. In a democracy people 
ire supreme and the people get the 


government they deserve. The Romans were 
sheep, to Ceaser could become Ceaser- If 
agoveniment becomes corrupt, the legislators 
are to punish it. If the legislators fail, the 
people are to intervene. Bvety revolution is 
the direct intervention of the people in 
politics, which they do normally indirectly 
through their representatives. Arc we 
heading to that? 

While there is no short-cut to a people's 
mo vementlocheck corruption, complicAions 
have also arisen on this score because of the 
caste equations in politics. The society has 
been sharply divided. One segment holds 
Laloo Pra^ corrupt and as involved in the 
conspiracy of looting public mor^ to the 
tunc of Rs 650 crate (a total of Rs 950 crore 
is involved in the fodder scam case), while 
the other segment holds Laloo innocent but 
implicated due to the conspiracy of the upper 
caste elites to dislodge him from power. Su 
a plain flght against corruption ha.s become 
a tortuous exercise on 'conspiracy'. What is 
more alarming, with all respect to the 
judgment of the Kerala High Court, the 
bandhs called by both the .segments became 
successful. While celebrating the SOth 
anniversary of our independence, both the 
president and the prinne minister called on 
the people to uphold moral values and end 
corruption. Parliament sat in a monsoon 
session for four days with a vow to cleanse 
itself, but could not define the term 
'immorality', nor could it go to the root of 
the problem. Whatever parliament may 
proclaim. Laloo Prasad has already claimed 
that there is no mention of the term ‘morality ’ 
in (he Constitution. A government depends 
on the majority of the members in the house 
and not on their morality, which was to be 
judged by the people before sending them 
to the house. .So the quality of the house 
depends on the quality of the people, and 
here deterioration hascreaied the most serious 
problem. This reminds one of what B R 
AmbcdkartoldtheConstitucni Assembly on 
November 25. 1949 while replying to the 
debate giving birth to the present 
Constitution: “I feel however good a 
Constitution may he, it is sure to turn out 
bad because those who arc called to work 
it happen to be a bad lot." So there is no 
substitute for propir which politics lacks 
today. There is a crisis of character in the 
country, awaiiing a great social revolution 
far its solution and it would be ton much 
to expect that, out of all people, lawyers and 
judges should come out as social rcrormen 
to lead and that with the CrPC and IPC as 
their manifesio. 

Once Socrates asked his disciples, "what 
is justiccT' to which one of ihm replied; 
“Justice is what is in the interest the 
stnmger party". This answer unleashed a 
diactusion which ultimately gave birth to 
Plato's Republic. Even without guessing 


about the i inpact of the controversies around 
Laloo Yadav on the Indian Republic it can 
be safely pronourvxd that the court cannot 
act as substitute for a government and start 
governing. Judicial activism is the result of 
executive inactivity and though the pheno¬ 
menon has reach^ an alarming position, 
where a court's order is needed to activate 
the executive to remove gosboge. yet this 
activism has its own limits. But judicul 
overactivism is worse than executive 
inactivity and becomes counter-productive 
as is being feared in the fodder scam case. 
Fighting corruption in high places is not only 
a penal exercise but a social campaign. 
Corrupt leaders are not only to be removed 
from power, but separated from the people. 
Isolation is their teal puiushment. It is here 
that the compaign against the fodder scam 
has failed. Rather the campaign has created 
curiosity around the scam-taiffied leaders 
giving them publicity. There is no revolDtion 
against the scams I n the society, except within 
some smalt section of the intelligentsia 
rejected hy the people and dejected in life 
and mattering the least in politics. There are 
primarily two reasons for that. Firstly, the 
whole exercise is concentrated on creating 
sensation by implicating big persons but not 
on the trial. So cases like Bofors continue 
for decades witliout a decision even after 
changes of government. So people take them 
lightly, as a part nfthe political exercise. All 
scams should be tried in a special court 
within SIX months. Non-seriousness of all 
political parties about corruption in high 
places is reflected in the fate of the Lok Pal 
Bill which IS before parliament for die fifth 
time without being enacted. Secondly, the 
whole effort is to treat the shoot without 
going to the itxit. An impressam is being 
created that the system is allrighi and only 
.some people ate wrong, while the truth is 
exactly Ihcoppositc. It isthe feudal-capiulist 
system that is the root of all conuption and 
its unbndled sway in the New Economc 
Policy has opened tlic floodgate of scams in 
the I99(K. iSiat the Left parties arc still te 
from these is because ot tlmr coromitmem 
to socialist pnncipics. This calls for senous 
thinking on a change of the system itself and 
a return tothc value-based politics as evolved 
in our freedom struggle. 


Economic and Potitkai 
Weekly 

Atof/nMe from 

Satnath Book Ccaln 
G-l I. Mahcndra Chandlers 
V T Magahne Market 
Dr D N Road 
Mumbai - 400 001 


II I I • • 


I I I 










Biodiversity Ibtalitarianisin 

IPRs as Seed Monopolies 

Vandana Shiva 


In India's conditions of peasant agriculture, farmers are still the 
major suppliers of seeds. The real basis of farmers rights is in the 
recognition of the collective innovation by farming communities 
embodied in farmers varieties, and evolving a jurisprudence that 
protects and rewards this collective wisdom. 


THE transnational seed industry is seeking 
total control of seed, the first link in the food 
chain. And through control over seed, they 
control the food system. If all farmers, who 
are the original breeders, could be forced 
into the market every year, the seed industry 
will have a 7.S billion dollar market. 

The Lire Indosthv; Totai. Contkol 

Not only is the seed industry gaining total 
control over seed supply, it is also getting 
increasingly concentratMl. As Robert Farley 
of Monsanto has stated: “What you’re seeing 
is not just a consolidation of seed companies, 
its re^ly a consolidation of the entire food 
chain". In the last year. Monsanto has taken 
over small start up biotech companies and 
large seed companies. These include: (1) 
Agracems, a subsidiary of W R Grace with 
species patents on coaon and soybean, 
acquired by Monsamofor ISO million dollar. 
(2) Calgene, California based plant biotech 
firm whichlaunched the ‘Plavr-Savr’ tomato. 
Monsanto now has a 54 per cent controlling 
interest in it; (3) Asgrow seed, bought by 
Monsanto for TAtt million dollar (4) De 
Kalb, bought by Monsanto for 158 million 
dollar, and (5) Holden, bought by Monsanto 
for 102 billion dollar. 

Holden, it a seed company with 4S million 
dollar in annual sales. Monsanto has bought 
it at 1 billion dollars, 23 times the annual 
sales. Thus seed, the first link in the food 
cliaitt. will fall into the hands of a handful 
of coqionte giants who are accountable to 
no one, whose functioning is totally non¬ 
transparent and who control the emiie food 
and agricultural system {RA FI Communique, 
September 1996). At Bill Frieberg, editor 
of Biotech Reporter says. 

Big agricultuial company profits will need 
to be squeeaed out trf farmen, one way or 
the other. And (here's only to much bhxxl 
that can be squeezed out of the proverbial 
turn^l The firoiech Reporter, January 1997). 
'Hie sirongerthe rights ofTNCs. the weaker 
are the rights of farmers since it is the erosion 
of farmers' rights which creates TNC 
monopolies. 

The Trade Rebted Intellectual Property 
Rights (TRIPs) agreemem of GATT/WTO 


is the global instrument that the biotech 
industry has used for gaining monopoly 
control over seed supply. As James Enyart, 
the Monsanto spokesperson has stated about 
shaping the TRIPs agreement; “We were the 
physician, the diagnostician, and patient all 
in one” (RAFI Communique, ^ptember 
1996). TRIPs states that all countries must 
either give patents for plants or have an 
‘‘effective sui generis" system. While it has 
not been explicitly stated, the seed industry 
would like to see the Union for the Pro¬ 
tection of New Varieties of Plant (UPOV) 
implemented in every country. Sui generis 
systems could also be legal systems 
centred on farmers' rights and on the 
conservation of biodiversity, in accordance 
with principles of the Convention on 
Biological Diversity. Which sui generis 
system India adopts will depend on how 
(kmocratic the processes for evolving the 
new legislation ate. 

Farmers’ Rights Undermined by 
Seed Monopoues 

Farmers have been the original breeders 
and seed supply has been based on farmers 
contribution to conservmion, breeding and 
utilisation of diverse species and crop 
varieties. 

In India. 70 per cent of the seed supply 
is still farmers’ seed supply. In most 
industrialised countries, most farmers depend 
on the seed industry. However, until recently, 
they could save seed and exchange sc^ 
among each other, under what was called the 
‘farmers' privilege’. Recent changes in plant 
legislation in Europe and the US have 
however, allowed the seed industry to take 
away the last remnams of farmers' freedom 
and enslaved them to the seed industry. 
Farmers have been pushed into a situation 
of total lack of freedm to exercise their role 
as breeders, or as members of a community 
or producers, freely saving and exctauiging 
plant material. 

On the other hand, seed legislation pushes 
out farmers’ varieties and makes fanners’ 
breeding an illegal activity. The case of 
fanner Josef Albrecht in Germany and potato 
seed fanners in Scotland ate examples of 


how Seed Acts prevent farmen from 
engaging in their own seed production. Josef 
Albrecht is an organic farmer in the village 
of Otaerding in Bavaria. Not satisfied with 
commercially available seed, be developed 
his own ecological varieties of wheat. Ten 
other oiganic farmers from neighbouring 
villages took his wheat seeds. Parmer 
Albrecht was rincd by the government of 
Upper Bavaria because he traded in 
uncertified seed. He has challenged the 
penally and the Seed Act because he feels 
restricted in freely exercising hi s occupation 
as an organic farmer by this law. During the 
Leipzig conference on Plant Genetic 
Resources, Josef Albrecht initiated a non- 
co-operation movement against seed 
legislation that denies farmers the right to 
freely breed and exchange their seeds in the 
same church from which the democracy 
movement against the erstwhile communist 
state of CDR was organised in Leipzig (Refer 
to Bija, Nos 17 and 18). 

In Scotland, there are a large number of 
farmers who grow seed potato, and sell seed 
potato to farmers. They could, until the early 
1990s, freely sell the reproductive materi^ 
on toother seed potato growers, to merchants, 
or to farmers. In the 1990s holders of plant 
breeders' rights started to issue notices to 
potato growers through the British Society 
of Plant Breeders, and made selling of seed 
potato by farmers to other farmers illegal. 
Seed potato growers had to grow varieties 
under contract to the seed industry which 
specified the price at which the contracting 
company would take hock the crop, and 
barr^ growers from selling the crop to 
anyone. The companies started to reduce the 
acreage and reduce the prices. In 1994, seed 
potato bought from Scottish farmers for 140 
pounds sterling, was sold for more than 
double that price to English fanners, whilst 
the two sets of farmers were prevented from 
dealing directly with each other. The seed 
potato growers signed a petit ion complaining 
about the stranglehold of a few companies 
acting as a ‘cartel'. 

They also started to sell non-certiried seed 
diiecily to English farmers. Theseedindustry 
claimed they were loosing four million I 
pounds sterling in seed sales through the I 
direcisaleoruncefiiriedseedpoiaiobciween I 
fanners (Tracey Clatiis Ross, (irvwing 
Problems: The Issue of Sovereignty Over 
Seeds). 

In Febniaiy 1995. the British Society for 
Plant Breedm decided to proceed with a 
high profile court case against a farmer from 
Aberdeenshire. The farmer was forced to 
pay 30,000pounds sterling compensation to 
cover royalties los to the seed industry by 
direct farmer to fwmef exchange. 

Existing UK and European Union laws 
thus prevent farmers from exchanging 
uncertified seeds as well u protected 
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Mm. laHw US also, ftfflier to fanner 
change hai been made illegal, at 
abltalMbylhecaMftiedbyAigrowSeed 
mpany, now owned by Mooianto, and the 
nterboen. 

Senni* and Becky Winterboer arc famnert 
ning a 500 acre fann in Lowa. Since 
S7, the Winterboen have derived a sizeable 
itiooof their income from ‘brown bagging' 
ea of their crops to other farmers to use 
seed. A ‘brown bag' sale occurs when a 
iDMplanta seeds in bis own field, and then 
Is the harvest as seed to other farmers, 
grow (wbicb has plant variety protection 
its soybean seeds - A1957 and A2234) 
rted a court case against the Winterhoers, 
grounds that its property rights were 
.ng violated. TTie Winterhoers argued that 
ly had acted within the law since according 
the Plant Variety Act. farmers had the 
ht to sell seed, provided that both the 
mer and seller were farmers, 
rhe Federal Circuit Board interpreted 
irketing as requiring "extensive or cu- 
jinated selling activities, such as 
vertising, using an intervening sales 
iresentative, or similar merchandising or 
ail activities". TTie Supreme Court 
.agreed and interpreted marketing as 
Iding forth property for sale, and hence 
ed again.sl the Winterbuers (refer to US 
premc Court case no 92-2038, Axgrtnv 
tdCompanyv Winierhoer, 1995). In 1994, 

: Plant Variety Act vras amended, and the 
men' privilege to save an exchange seed 
s amended through Statutes 3136 and 
42, establishing absolute monopoly of the 
d industry by making farmer to farmer 
:hange and sales illegal, 
fhe absolute rights of the seed industry 
j the absolute lack of rights for farmers 
> been further established in Monsanto’s 
ound-Up-Rcady Gene Agreement” lor 
und-Up Ready soybeans. The agreement 
meant to enforce US Paienis 4,535,060. 
140,835 and 5.^2,505. The agreement 
:vcnts the grower from selling or.supplying 
seed or material derived frinn it to any 
ler person or entity or saving any ot the 
d. 

Hte agreement requires a p.'iymcnt of five 
liars per pound of ‘technology fee' over 
i above the price of seed and royalties, 
iny clause is violated, the grower has to 
|i onehundred times the damages, and this 
lot deemed to limit the amount of damages, 
instmio has a nghl to visit the bclds of 
: farmer at any time even without the 
mcis' presence or permission for three 
vs aAer the agreement. Thus, the right to 
iperty of the farmer is not respected. This 
use has made faimcnextremcly outraged, 
one fjtfmef put is, "We shoot intruders", 
fhe agreement is binding even on heirs 
i personal representatives of successors 
crowers, but growers’ rights cannot be 


tmufeired without Mooianto's permission. 
TImis, Monsanto's righu exist over others 
related to the farmer, but the farmer is denied 
hia/her righU to uansfer the agreemem. 

In addition, the agreement has no liability 
clauu. It has no reference on the performance 
of Round-UpReady soybeans, ^ Monsanto 
has no respoosibility in cue they fail to 
perform w promised, or the ecological 
damage caused by Round-Up. This is 
especially relevant given the failure of 
Monsanto’s genetically engineered cotton, 
‘Boligatd’. In the 1996 season farmers were 
forced to spray their rields to protect the 
cotton crop from Boll worm, even though 
the promotional material has stated that boll 
worms could cause no damage to Bollgand 
cotton. 

The Round-Up Ready gene agreement is 
thus the latest step in the seed industry 
claiming far-reaching monopoly rights over 
seeds and farmers, and bearing no ecological 
or social responsibility associated with the 
introduction of herbicide resistant or pest 
resistant genes into crops. This oiw-sided 
system in which seed companies have all the 
rights and bear no social or environmental 
responsibility, and farmers and citizens have 
no rights but bear all the risks and costs, can 
neither protect biodiversity nor provide food 
security. It is a system of biodiversity 
totalitarianism. 

The Indian Plant Variety Legislation: 

Will It Protect Farmers? 

In the context of the global trends of 
concentration of the seed industry and the 
undermining of all aspects of farmers 
I rectloms through intellectual property rights 
(IPRs), will the Indian draft legislation on 
seeds and plants he able to protect the Indian 
farmer? 

The agriculture ministry hu drafted a new 
legislation entitled the ‘Plant Variety 
Piolcction and Farmers Rights Act'. 
However, the draft legislation i.s a ’Farmers 
Rights Act' only in name. In substance it 
totally undermines the concept of fanners 
rights as it ha.s evolved in the FAO 
Commission on Plant Genetic Resources, 
the International Undertaking on Plant 
Genetic Resources, the Leipzig Global Plan 
of Action, and above all, the Convention on 
Biological Diversity (CBD). However, the 
legislation has many elements which 
reproduce the structures of the legislation of 
industrialised counines, and hence can 
undermine farmers rights in its name. The 
first mechanism for undermining farmers 
nghts is in the definition of farmers. 

Farmers are defihed under Def(x) as Fanner 
Cultivator and Farmer Conservor, hut not as 
Parmer Breeder. Def. (x) 

Farmer, cultivator means a farmer who 
pmcuies seeds of new varieties ofcropplsMs 
for cultivation to whom the righu specified 


in Clause 17 shall apply. 
Fanner-eonservor meant uibnl and ntral 
women and men or their conanmities who 
havepreterved wild specks and folk varietiet 
of economically useful pknu and have added 
value to them through selection and 
tdemifkatioii of their useful propeitiu. 
The key role of farmers u breeder s has 
thus been negated in the draft legislation. 
The legislation, therefore, reproduces the 
northern bias, instead of reflection the 
position of the south, on the issue of farmers 
innovation in the evolution of agricultural 
biodiversity. 

The industrialised countries have been 
willing to recognise the role of faiinen as 
conservors. but they do not want to recognise 
the role of fanners are innovators. The 
developing countries have been arguing for 
the farmers role in mnovation, and in the 
FAO negotiations, they have perceived 
farmers rights as a means of regaining 
control over the resources they are losing 
through the internationalisation of the IPR 
system. The draft act has been framed 
from an industrialised country position, and 
it is failing to use the progress made in CBD 
and FAO on farmers rights to India’s 
advantage. 

Farmers righu reflect farmers role in 
breeding. Farmen varieties result from a 
breeding strategy different from the breeding 
of seed industry. This breeding strategy is 
different, not inferior or pnmitive to the 
indusinal breeding strategy. Recent work on 
participatory breeding by I niemaiionai Crops 
Research InstihitefortheSefni-AridTropict 
(ICRISAT) in India has shown that fanners 
selection criteria arc more ecologically 
adapted than the criteria used by the seed 
industry or by breeden. 

The most frequently identified traits for 
an ideal pearl variety by farmeninRajasthan 
were large panicle size artd high tillering. 
Tillering is of importance to fanners of 
western Rajasthan as a compooent of hath 
grain and fodder yield, sinoc tillering is 
associated with better adaption to low water 
availability and fertility conditions. Higher 
tillering varieties also provide better quantity 
and quality of fodder. 

Fanners breeding criteria thus focuses on 
plant type or arehitecture for ecological 
adaption and fodder yields, and also on taste. 
Breeders neglect all these criteria that are 
most signiftcanl to fannets breechitg and 
selection criteria. 

Clause 17 on Fanners Riglus stales. 
Nothing shall affect the farmers’ traditional 
nghts ui save. use. exchange, share and sell 
his fann produce of the protected variety 
except sate for repooducuve purpose under 
commerviai marketing atringemetits. This 
would not apply to coniractua] production 
of diffemu tiages of seed by fanners at 
contract farmers. 

Since the nght is restricted to exchange 
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«nd Mle of "Turn ptwbKe”, and does not 
cover rqNoductive material, clause 17 could 
in fKt allow the seed industry from preventing 
the fanning communitiea from engaging in 
seed supply and exchange amongst fanners. 
The se^ industry can attempt to interpret 
clause 17 through case law like that of Asgrov 
Vs Winterboer, or UK Breeders Vs Scottish 
potato farmers to prevent direct sales 
among farmers. Furthff, since the clause does 
not set limits to the kinds of contracts the 
seed industry could force farmers into, 
contracts could totally undermine the rights 
of fanners. 

Fanners rights are also undeimined by the 
fact that the definition of "extant variety" 
does not cover farmers varieties. According 
to Def (ix), “extant variety" means a variety 
notified under the Seeds Aa I9ti6orieieased 
by the central seed committee or its 
subcommittees and qualifies for protection 
under the provisions of this act The farmers 
varieties that are a result of farmers breeding 
and conservation do not qualify for 
protection. Farmer-conservorshaveno rights 
under this legislation. But once the seed 
industry takes these varieties and changes 
some characteristics, the variety becomes 
protected. Even though the article 18 refers 
to “on-farm innovation relating to the 
enhancement or agr(8>iodiversity”, there is 
no “protection” of this innovation. Thus 
while the innovation of farmers goes 
unrecognised, the innovation of the seed 
industry and researchers is recognised and 
protected. 

The difference in treatment of farmers and 
industry is also evident from the treatment 
of essentially derived vaneties which aie 
defined in Def (viii). The fact that while 
varieties essentially derived from farmers 
varieties are treated as varieties evolved by 
industrial breeders, when varieties are 
essentially denved from the protected 
variettes, the “rights of the breeder of the 
initial variety extend to the essenti a I ly deri ved 
variety also" according to clause 7. 

If a variety ‘s' is essentially derived from 
a farmers variety, on Che logic of protection 
in clause 7, the fanner should have the 
first right. This is the real basis of fanners 
rights. The inconsistent treatment of 
rights related to derivation of varieties is 
another example of the bias against fanners 
and in favour of the industry in the draft 
legislation. 

UPOV AGAINST AcRICULTVRAL 

BioDivEasmr and Farmeks* Rights 

In India, 70 per cent of the seed supply 
is still from farmen, ie.it is based on farmers 
role in breeding and conservation. In the 
(^CD countries, nearly all farmers are 
consttmefs of seed supplied by the seed 
industry. The industrial agriculture context 
has led to the breeders rights system of 


UPOV. the International Convention for the 
Protection of new Varieties of Plants. The 
UPOV convention is rigid, requiring that 
members adopt its standards and scope of 
protection as national law. The UPOV 
convention which has resulted in a high 
degree of standardisation goes against the 
reality of biological diversity and the socio¬ 
economic diversity of different countries. It 
is. therefore, inappropriate as a nef generis 
system evolved to protect plants, people and 
creativity in diverse realities. However, this 
inappropriate system is being used in the 
draft to produce a sui generis system for 
plant varieties. The draft uses seed industry 
criteria for identification and protection 
of varieties, rather than farmers breeding 
criteria. 

The standardisation is built into the way 
plant varieties are defined in UPOV. To be 
eligible for protection, a variety must be; 
New ' the variety must not have been 
exploited commea'ially 
Distinct - it must be clearly distinguishable 
from all other varieiics known at the date 
of application for proteclion 
Uni/brm - all plants of the variety must be 
sufficiently uniform to allow it to be 
distinguished from other varietie.s taking 
into account the method of reproduction of 
the species 

Stable - It must be possible for the variety 
to be reproduced unchanged 
Qausc 6 of the Draft Act reproduces this 
criteria os the basis of protection of varieties 
and hence the protection of rights. 


This definition Its VMy nbire niki Old 
farmen' varices i^datraysbiodivenityt 
and produces unifonnity ai neeeaity. Tte 
reward under such Plant Breeden’ Right! 
(PBR) systems does not go for breeding to 
maintain and enhance diversity and 
sustainability, but to the destruction of 
biodi venity and creating uniform and hence 
ecologically vulneraMeagricultiinl lystems. 
Therefore, the PBR legislation like UPOV 
and the present draft of the Indian legislation, 
is Inherently incapableof protecting farmen’ 
rights; as arising from the role of the farmen 
as breeders whoinnuvaieand produce diverse 
fanners' varieties, which form the baais for 
all other breeding systems. 

While UPOV fails to recognise and 
therefore protect fanners' rights as positive 
rights, UPOV 1978 does have a farmen' 
exemption which gives the farmer the 
right to save seed of protected varieties. 
Similarly, the breeders' exemption allows 
rescarehers and breeders free access to a 
protected variety to use for breeding other 
varieties. However, UPOV 1991 has removed 
these exemptions. Breeden and researchere 
will have to pay royalty to the PBR holder 
to use the protect^ variety for breeding 
other varieties. The farmers' exemption has 
been made optional, article 15 of UPOV 
1991 states; 

Each contracting parly may within 
reasonable limits and subject to the 
safeguarding of the legitimate interests of 
the breeder restrict the breeders right in 
relation to any variety in order to permit 


CENTRE FOR STUDIES IN SOCIAL SCIENCES, 
CALCUTTA will require a Registrar from February 1, 
1998. The post carries a pay scale of Rs. 3700-125- 
4950-150-5700/- with all allowances as applicable to 
Central Government employees. The present gross 
emolument at the initial stage is Rs. 11,390/- p.m. 
Applicants must have a good Master’s degree and 
be preferably below the age of 45 years. They should 
have adequate experience in academic administration 
in Coilege/University/Research Institute of repute. 
Applications with neimes of at least two referees 
should be sent to fhe Registrar, Centre for Studies 
in Social Sciences, Calcutta, 10 Lake Tarrace, 
Calcutta - 700029, by November 30, 1997. 




fainm to OM for on 

tbcirown boUi op the product of iho hvvat 
which they have obtained by plantbig, on 
their hoidiogi, the protected variety, 
it ii the breeden who wili decide their 
egitimate inteieati and enforce thii on the 
tate. Since the breeden are iiaiunational 
eed companies in this case, more powerful 
han moat third world governments, 
reasonable iimiu” will be set by these 
orporations and not by individual 
ovemments. Breeden’ authorisation will 
wrefore be the final determinant in respect 
) sale and nuwketing of harvested material. 
IPOV 1991 is thus, as monopolistic as 
stent regimes. 

Evolving a Sui Gehekis System 
Suited to India 

The TRIPs treaty requires a sui generis 
istem for plant varieties. Article 27.5.3(b) 
f TRIPs states. 

Parties may exclude from patemabi lily pisnis 
and animus other than micro-organisms, 
and essentially biological processes for the 
production of plants or animals other than 
non-biological and micro-biological 
processes. However, parties shall provide 
for the (Hotection of plant varieties either 
by patents or by an effective mi generis 
system or by any combination thereof. This 
provision shall be reviewed four years after 
the entry into force of the Agreement 
establishing the World Trade Organisation 
(WTO). 

le sui generis o|Mion needs to be guided 
the recent developments at the Convention 
Biological Diversity and at Leipzig. The 
tIPs text should not be inter{Neted as 
piiring the UPOV system of breeders rights 
the only sui generis opiioii. Further, it is 
ally misleading to suggest that acceding 
UPOV 78 means avoiding UPOV 91. 
rstly, ail industrialised countries have 
eady i ntroduced U POV 91 consi stent laws 
the national level. Therefore, if India 
xpts indusuialised country standards for 
ml variety protection, then it will be the 
standard that'will be demanded by the 
lustrialised countries. Furthermore, the 
ifl act has in any case introduced core 
ments of UPOV 91, e g, the category of 
enlially derived varieties. The UTOV 
tern is in any case totally inappropriate 
us since it has been evolved in the 
ustrialised countries context. It is not 
led to ourcondilions of peasant agricu llure, 
which 80 per cent of the seed supply is 
I farmers seed supply. The teal basis of 
Tiers rights is in the recognition of the 
lective innovation by farming 
nmunllles embodied In farmen varieties, 

I evolving a jurisprudence that protects 
I rewards this collective jurisprudence. 
: RESEARCH FOUNDATION has 
lived such i system of collective 
llectual righu as the basis of ftfmen 


rights (IMU. huUgeimu Knowledge and 
Biodivenily - report by Vandana Shiva et 
al, RFSTB. 1997). 

The limited nature of breeders righu as 
covered by UPOVis beingincreafinglycal led 
into questloii by research and analysis on 
breeding stratpgies,eapedally, in the context 
of ecological adaptiem and biodiversity 
conservation. UPOV, and the present draft 
act, define a plarU variety on.the basis of 
criteria of novelty, distinctness, uniformity 
and stability. The uniformity criteria has 
led to ecological vulnerability and 
displacement of divenity. The introduction 
of uniform varieties was identified by 
governments as the most significant 
source of biodiversity eroskminagriculcure 
in the state of Plant Genetic Resources at 
Leipzig. 

Participatory breeding with farmers results 
in totally different breeding criteria such as 
complexity, diversity, adaptability. 
Therefore, the draA act does iwt cover the 
full range of breeding strategies available 
and necessary for sustained yields and food 
security. 

The draft needs to be revised keeping in 
view the contribution of farmers to breeding 
and conserv^onofagricultural biodiversity, 
wliich is being recognised in the ongoing 
work at the FAO on the International 
Undertaking. Adcciskm of the third meeting 
of the Conference of the Parties to the 
Convention on Biological Diversity 
regarding the Conservation and Sustainable 
Use of Agricultural Biological Diversity 
(UNEPK::BDAXIP/3/L 12), in paiticularpara 
18 expresses the willingness of parties to 
coiuider the legal status of the undertaking 
as a proioctVl to theConvention on Biolopcal 
Diversity. Para 19 reflccu the recognitkm 
of farmen righu. The draft texts evolved at 
the Third Extraordinary Session of the Plant 
Genetic Resources Commiuion in Rome. 
Deceiidier9-13,1996 are evolvingaconcept 
of farmers righu as reflecting the multiple 
role of third world fanners as breeders, 
conservors and consumers and as 
operationalising the sovereign rights of 
countries to their agricultural biodiversity. 
As these texu make clear, the sui generis 
option flows out of the principles of CBD 
which has recognised the sovereignty of 
countries to their biodiversity and the 
contribution of farmen tu iu dmiopmeni 
and conservation including agricultural 
biodivenity. According to article IS of the 
CBD, acceu to biodiversity has to be 
determined by the countries on the basis of 
sovereign ri^t of states to their natural 
resources. Since in the case of agriculture, 
this implies aocett to farmen varieties, 
farmen rights have to be central to access 
legislation, and this needs to be a central 
eletnetil of any plant variety act. Without 
farmen righu and access l^slation, a plant 


vartety act it an act to create corporate 
mooo|iolies over teed supply and plant 
breeding. It it an act that negates fremere 
righu in substance even while paying lip- 
service to the term ’farmen righu’ by 
introducing it into the title. 

A genuine Farmen Righu Act, would 
firstly recognise farmen as breeden and 
would shape a system of rewarding fvmen 
collective breeding through farmen righu. 
that is on an equal footing to the breeden 
righu of the te^ industry. It would build 
on the Leipzig proceu. and on Ibe CBD 
instead of UPOV, and would hence create 
a genuinely sui generis system which would 
conserve biodivenity and lead tohs equitable 
utilisation. 

Article 3 of the Biodivenity Convention 
recognises the sovereign right of states to 
their biodivenity. Thus genetic resources 
supplied by the biodivenity rich third 
world can no longer be viewed as the 
"common heritage of mankintT. though 
they are community resources at the local 
level, managed and conserved by the 
community, and freely shared amongst 
the memben of the community. Obli¬ 
gations are imposed by aitide 8(j) of the 
Convention on Biological Divenity on each 
Contracting Party to respect, preserve and 
maintain knowledge, innovations and 
practices of indigenous and local com¬ 
munities embodying traditional lifestyles 
relevant for the conservation and sustainable 
use ofbiological divenity and promoie dwir 
wider application with the approval and 
involvement of the holders of such 
knowledge, innovations snd practices and to 
encourage the equitable sharing of the 
benefiu arising from the utilisation of sudt 
knowledge, innovations and practices, tuid 
article KXc) which requires each party, to 
protect and encourage customary use of 
biological resources in accordance with 
traditional cultural practices that an 
compatible with conservaiioo or sustainable 
use requirements. 

The sovereign control and ownenUpover 
agricultural biodivetsity therefore needs to 
be evolved on the basis of the community 
rights of fanning communities. The draft 
text submitted by Ethiopia and endorsed by 
African countries to the undertaking 
recognises. 

that the open-access regime to genetic 
rcsoui^thaiexisiedpnorioiheCanventian 
on Biological Diversity has proved to be a 
failure, in easuriag conservation and 
sustainable use of ibeae icaourccs, and that 
the protection of genetic resourcei uader 
pcient and other intellectual property fi|ha 
systems lacks fairaess and prov i d es no 
eco n omsc iaceativc forc reM i n u rd tr n cr s lioa 
sad oonscrvalian of these resources by the 
rouatries of origin. 

This is the political basis of fwmen rigMi. 
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Consensus for Reform and Reforming 
the Consensus 

Alka Acharya 


When CPC general secretary Jiang Zemin declared that the theme of 
the 15th Party Congress was to hold high the great banner of ‘Deng 
Xiaoping theory', the implications went beyond mere semantics. The 
Party Congress made it abundantly clear that the operational content 
of Chinese socialism emanates entirely from Deng Xiaoping theory 
according to which modernisation and economic development are the 
central task. 


THE week-long Fifteenth Party Congress of 
the Communist Party of China (CPC) which 
opened on September 12, 1997 was both 
significant and predictable - and both in (wo 
respects each. 

Its significance arises first and foremost 
from the fact that this was the first Congress, 
since the epoch-making Third Plenum of 
1978 when China changed course, without 
the paramount leader Deng Xiaoping, and 
it is the deliberations and deciskms of this 
Congress which would be carrying China 
forward into the next century. Deng's 
contribution and role, however, was duly 
recognised, eulogised and enshrined as the 
guiding ideology of the CPC as 'Deng 
Xiaoping theory ’ which represents the PRC's 
orientation and image. This 'theory', as 
described in general secretary Jiang Zemin's 
Report is the Marxism of present day China 
and hcraids a new stage of developmem of 
Marxism in China, which would help settle 
the destiny of socialism. The delegates to the 
Congress - some of them at any rate - have 
hailed this Congress as “another milestone 
in the history of the CPC, the historic pwallel 
being the Seventh National People's 
Congress of 1945, which established ‘Mao 
Zedong thought’ as the guiding ideology, in 
that both these events, at their respective 
points in history, sought and succeeded in 
breaking with “the indinaiion of dogmatising 
Marxism-Leninism’’. Deng Xiaoping thus 
takes his rightful place in the pantheon - the 
CISC’s guide to action is now ‘Marxism- 
Leninism, Mao Zedong thought and Deng 
Xiaoping theory'. 

This semantic distinction between ‘zhuyi ’ 
(specifically used to translate 'ism' 
broadly defined as ‘ideology’), ‘sixiang' 
(thought) and 'lilun' (theory), which the 
Chinese have always made, now tequitet a 
sigmficant overhaul in view of the status 
accorded to Deng’s contribution - ‘Deng 
Xiaoping ii tunThe essential understanding 
of ‘ Mao Zedong sixiang’was clarified in the 
early fifties and has not undergone any 


change, notwithstanding “Mao’s mistakes” 
ami the 1981 official assessmem of his role. 
The thought of Mao Zedong was described 
as “one which united the universal truths of 
Marxism-Leninism with the practice of 
revolution and construction in China”. A 
distinction was thus made by way of ‘pure’ 
ideology, implying universal truths and 
therefore universally applicable, viz, 
Marxism-Leninism,and ‘practical’ ideology. 
Of practice within a certain context, i e, 
China, hence Mao Zedong thought. With 
Deng Xiaofring theory, we come to a new 
category, for at Tint glance it would seem 
to encompass elements of both pure and 
practical ideology; not only did it succeed 
in breaking away from the stifling effect of 
dogmatism in an entirely new and 
traiuformed objective reality, but also was 
highly effective in transforming the exi sting 
conditions and constituting a critical link 
between theory and action. 

One has gone to some length to explicate 
on this theme because it is important to 
realise that these things mattertotheChinese, 
despite the widespread cynicism abounding 
with regard to ‘Socialism with Chinese 
characteristics’. Thus when JiangZeirunsaid 
that the theme of the 15th Congress was to 
hold high the great batmerof ‘Deng Xiaoping 
theory' the implication went beyond mere 
semantics and epistemological breaks. Deng 
Xiaoping theory rcconceptualised socialism 
as an ideology of mod^saiion and the 
crucial point is that the 15th Party Congress 
made it abundantly dear - if it were not to 
already - that the operational content of 
Chinese socialism emanates entirely from 
Deng Xiaoping theory according to which 
economic development is the central task. 
This ideological framewortt ngf only attists 
the prooeas of consensus building blit is alto 
the discourse within which policies and 
agendas ate justified and transmitted, i e, 
market reforms, to create a socialist market 
economy and build tociaiiim with Cluneic 
chaiaciaistics. 




The ideotagtcal conttnuiqr wtih ak' 
well is maiittaihed, but recast in the 
framework of ‘primary stage of socialism’. 
As Jiang said in hit report, it would take at 
least a centuiy. to complete this historical 
process and it would udee a much longer 
period of time to consolidate and develop 
the sodaiist system, requiring persistent 
struggle by many generations - a dozen or 
even several dozm Thus the eventual goals 
of Marxism-Leninism have been pushed to 
far into the future that they seem to have 
absduiely no link or relevance to the tasks 
of tbepresent. WhileacknowledgingDeng's 
contribution in the PRC’s undoubtedly 
impressive economic performance, it 
nevertheless appears somewhat excessive to 
describe the imposition of the market, albeit 
under careful monitoring by the Communist 
Party, in a Socialist set up, as a 'theory'. 

Predictably, the t5th Congress saw the 
emergence of Jiang Zemin as the 'core' of 
the third generation leadership - but it came 
about in a far stronger and emphatic fashion 
than had been anticipated. Over a period of 
time he has managed to neutralise the existing 
and emerging centres of opposition quite 
effectively, despite the doubts being cast 
from lime to time on his political standing 
within the Party, the lack of linkages with 
the PLA, absence of charisma, his rather 
weak mass base. etc. Ever since the death 
of Deng Xiaoping, Jiang Zemin has been 
consolidatinghispowerbaseprimarily within 
the Party and despite the uncertainty before 
and after Deng's departure, the constant 
references to general secretary Jiang as the 
‘core of the third generation leadership' did 
assist him in strengthening his hand. Some 
members of the new Standing Committee of 
theCPC Politburo, particularly Wei Jianxing. f 
Zhu Rongji Li Ruihuan and Li Lanquing.l 
are totally committed to the two major task.ra 
before the CPC - economic reform andl 
weeding out corruption. Zhu Rongji in| 
particular has long bm identified with a fai 
stronger approach to the reform of 
industrial sector. The other notable asp 
about the composition of the Standing 
Committee is the absence of any 
representation, though it has been in 
in the Central Committee. The fac 
nonetheless emerges that for the time bein 
at any rate, a more strengthened i 
has emerged with the party under 
Icadenhip of Jiang Zemin. 

The second significant aspect ofihe 1 j 
Congress was the set ofpni^XMals oullin 
in lection ft VC of Jiang's Report. 
Restructuring and Economic Dev 
Strategy'. Possibly, in a bid to set his t 
on deeperting the reforms as well, Jia 
decided to take the bit between his teeth 1 
go to the heart of China’s woes - tackluj 
the Chinese industrial SOEa (State Own 
Birterprises) which number more ihl 




1(N),aoa Thto hat beoi one Hctor wbttr^tbfr 
Kftxmi of iheiMt two dbcadet have itopped 
ihoit,deipitelheiriiunifoIdprobleini.They 
remain techtiologically backward, they mop 
up oeariy 90 per cent of the loani gnuited 
to Chineae enierpriaes by the state-owned 
banks and yet produce less than 40 per cent 
of its industrial output, wases are constantly 
being cut and the bulk ofthem are inefficient 
loss-making enterprises. This has been long 
recognised as the Achilles heel of the refonns 
in view of the far-reaching implications of 
the inevitable labour unrest which would 
follow drastic measures such as shut down 
of the loss-making firms or declaring them 
bankrupt. Now Jiang Zemin's Report 
suggests that about 1,000 of the biggest and 
cniciai enterprises which account for more 
than two-thirds of the total state output, 
would be under stale control, while in the 
case of the others, the state will gradually 
withdraw, relax control and invigorate them 
by way of “reorganisation, association, 
merger, leasing, contract operation, joint 
stock partnership or sell ofr. Taken as a 
whole, the implications of this approach to 
refomungtheSOGs ie.separating ownership 
from management - to rai» efficiency and 
modernise their working make this one of 
the most radical Junctures in the Chinese 
economic reforms. In many ways, this 
lestnicturing giving full play play to the 
market mechanism could easily pave the 
way for foll-scaie privatisation. 

Jiang Zemin's Report tothc I Sth Congress 
comprised 10 parts, the bulk of them 
reiterating themes of continuity in such areas 
as the Basic Line and Programme for the 
Primary Stage of Socialism. Developing 
Socialist Culture with Chinese 
Characteristics, promoting the Peaceful 
Reunification of the Motherland and the 
International Situation and Foreign Policy. 
Apart fmm those discussed earlier, they 
orchestrated ideas and themes which were 
in a sense familiar and expected. Jiang's 
report lefl no room for doubt that he would 
continue to adhere to the fundamental and 
far-reaching refonns launched by Deng, 
based on a strong, amhoritarian pany-iiatc; 
it was viitually a functional necessity for 
ensuring stalnlity and order in the transition 
to modernisation. Apwt from a strong state, 
liang would undoubtedly, as the Report 
makes dear, continue to promote the 
^ntrality of the CPC in the Chinese political 
tysiem. Jiang inherited a Party within which 
emerged, by the mid-l980t, a clear 
ronsensus for reforms. He might not be able 
:o match Deng's pervasive domination and 
.'omral of the CPC - in terms of the duruion 
ind faml of legitimacy. But it is also a Patty 
which baa roeumotphosed over the last two 
Jeendes into an oi^salian in wMch a 
liitinct lechnical-bweaucraiic elite as well 
>* a group of private entrepreneun seek to 


strengthen the Patty's overall stakes and 
coromitmeat to the continuation of the 
reforma. Herein would lie Jiang's support. 
In fact, of the nearly 2,048 del^atea to the 
1 Sth Cottgieas, nearly 62 per cem were below 
SOyeanofageandSOpercentwereuniveraity 
graduates. 'FIk overall composition of the 
Congress wbiUhis aremarkably transfonned 
one - despite the official release which 
mentioned participation by 300 model 
workers, heniesand outstanding experts from 
all walks of life. The face and profile of the 
CPC which would be leading China into the 
next century it much altered - but it would 
havctolacklethemajorproblemofthe 'crisis 
of faith' that confronts Chinese society, in 
addition toiheothersodo-economic probl^. 


ONOctoberb, 1997, APPearried a fantastic 
photograph of top Indonesian officers 
standing at Hanul airport in foil regalia to 
commemorate the S2^ annivenaty of the 
Indonesianarmy. The symbolic powerof the 
picture was stunning. It had all the liquid 
darkness, the fluidity of a Javanese sha^w 
play. In the front stood president Suhano 
taking the salute in full uniform. Asian Age 
reported that the General had donned his 
uniform after 10 years. He even wore the 
fifth star which he had acquired recently. 
Behind him. the top army officers stood 
starkly like a Greek chorus. The festive sir 
suddenly acquired the greyness of a funeral. 
There was also a sense of an army aien. of 
aslateflagtrouch. The picturealso symbolised 
Indonesia as a coll^vity, of a society 
controlled by the army and driven by a 
military model of development. The picture 
symbolised The New Order' of Indonesia 
after 1963. of a society whose creation myth 
was the geoocide of 8,00.000 communists. 
Ironically, there was no haze to block the 
view. 

The recent forest fires in Indonesia bring 
this era into a full circle, forcing it to reflect 
on itself. As an event they can be seen within 
atimespanof three moiiiha or 30 yean. The 
narratives which emphasise the short run 
have a standardised quality. 

There is, flisi. a senae of governmental 
failure, of third world incompetence of 
politkians like Taib Ahmed jaui^ng off for 
a holiday at the firet report of the haze. There 


The new leadership from this Congress 
will have its tuks cut out. but Deng 
Xiaoping's advice to the CPC leadership in 
November 1992, after the 14th Party 
Congress, may well continue to constitute 
a talisman: Don't revise the polilicai 
intcipretation of June 1989, don’t tolerate 
bourgeois liberalism and don't replace any 
more leading leftists. So far Jiang has 
appeared to do precisely Ilut - no revision 
of Tiananmen is in sight; there was severe 
condemnation of ‘bourgeois liberalism’ in 
his report; no western style democracy. In 
other words. China is in the ‘primary stage 
of socialism' - never mind that it is the still- 
disgraced 2^ao Ziyang who put forward that 
concept in the first place. 


is then the official piety of World Bank and 
UN agencies. Following thick on this, are 
quotations from first world experts with two 
subliminal messages. One. that they have the 
facts and two. it wouldn't iiave happened if 
they were in control. Then there are Ibe 
human interest stories of one day in the 
asthmatic life of an Indonesian citizen to the 
accompaniment of schooisciosingnd prices 
rising. No crisis is purely local So we have 
sideshows on comfriainu fromabdeaguered 
Malaysia. Malaysia also sent a thousand 
fire-fightcrs who amved only to cool thek 
heels in the general pandemoniitni. 

The fires also produced their scap^oats. 
The traditional scapegoat was of course 
missing One could not blame the tndibo nd 
swuiiJni farmers as the pi antarioneconotnica 
were on prime-Uine. But if the 'savage' in 
the forest could not be blamed, the savagery 
of nature oomes in handy. 

Enter El Nino. El Nino is better known 
in Asia than Michael Chang or Brace Lee 
or Lee Kwan Yew. The mystique of El Nino 
is such that it is bUuned for evoytiuag from 
drought, to forest fhes. to rains. Blaming 
nature has another aspect to it. Once yon say 
it is 'natural', you see it as pan of a normal 
cycle of events. Oikc you say it is natniai. 
you can pretend dl is nurmal. One Indonesian 
minisier(fobbedit“iiaichadoabQutnothing“- 
Even the Malaysian PM, Mahathir, went off 
toCuba preferrii^the hazeofCnstro'scigar 
to the one over his country. His coMUry WBi 
loudest in Us complaints. But of fane theae 


Politics of Indonesia’s Forest Fires 

Siiv Vblivnnnfhnn 


The devastating forest fires bring Suharto’s ‘New Order’ era. whose 
creation myth was the genocide of 8,00.000 communists, the full 
circle. They have virtually become a symbolic demand for an 
ecological and democratic accounting of Suharto’s army model of 
development. 
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comments are muted at 18 of the companies 
involved in the Tires are joint ventures 
with Malaysia. Finally a bit of anthropology 
IS thrown in about societies that need to 
save face, of governments that will not 
call a spade a spade, let alone a shovel. 
Such a picture, while dramatic and im¬ 
mediate, explains little about the political 
economy of decision-making that led to 
the Tires. 

Let us begin with the facts. Indonesia is 
one of the lungs of the world, it contains 
10 per cent of the humid tropical forests of 
the world. The forest has also been the site, 
thetheatreof Indonesian kleiLsof governance. 
The army always saw the forest as troubled 
areas to be domesticated and, to combat this, 
planned the great projects on transmigration. 
The Ecologist estimates that 3,600,000people 
were moved from Java to the outer islands. 
Cemral to the policy of transmigration was 
a model of national security. Many of the 
Tint migrants were army personnel who had 
helped control rebel areas and combat 
insurgency. Thuscenuai to the transmigration 
projects was the notion of national sccunty 
and development. 

Transmigration created an unstable 
situation. A special issucof Ecologistshovfcd 
that not only did the settlers abandon their 
failed sites but devastated the surrounding 
vegetation. The projects of transmigration 
destroyed 3,300,000 hectares of forest, 
including vast tracts of virgin forc.st land. 

Such a project was not merely an act of 
settlement. It was an act of dispossession. 
It forced the tribal people out of their lands 
and made them minorities in ihcirown homes. 
There is a politics of knowledge implicit in 
this. The army and development agencies 
like FAO and World Bank accused tribuls 
of practising shitting cultivation and held 
swiddkn to be the basic cause of forest Tires. 
The ethnoeidal and ccocidal intent of these 
projects was openly stated. The Indonesian 
minister for transmigration was clear "that 
minority ethnic-groups must disappear". 
Once swidden Mias no longer politically 
correct, Che stage was set for the logging and 
palm oil economics. 

By 1967. the creation of the fordgn capita] 
investment law encouraged multinational 
companies to extract timber from the outer 
islands. Robeit Repetto jn The Forest for the 
Trees observes thk the law gave major tax 
holidays of five to 15 years to these firms. 
Paul Dauvergne in a paper in Pacific Affairs 
reporu that by 1985 all of Indonesia’s 
plywood mills were conscripted into the 
Apkindo, the wood panel association. 
Apkindo was the world ’ s dominant plywood 
supplier. Heading Apkindo is Bob Hasan, 
Suharto’s business friend and soul mate. 
Dauvergne notes that Apkindo virtually 
determined forest policy in Indonesia. So 
when one hears today that 14 major logging 
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companin are to be puniibed, oiM wooden 
whether this is a line from on Indone^u 
Alice-in-WondertandoraKalka. Dauvei:^ 
makes another observation. He emphasises 
the major role of Japan in the Indonesian 
economy. He quotes Ivan Head, one time 
chairman of IDRC, Canada, who observes 
in his book On a Hinge eff History that ‘'The 
current Indonesian requirement for foreign 
exchange to service its debt to Japan is some 
US $ 2 billion per year. The value of 
Indonesian product exports is q)proximately 
the same..." Head ad^ that the climate of 
societies in many regions is being sacriBced 
in the interests of the Japanese banking 
community and Japan's insatiable demand 
for timber. 

We now come to the final culprit. Palm 
Oil. The latest Asia Week puts it succinctly. 
Indonesia, it observes, is set on raising its 
output of palm oil and timber and rubber. 
'To help meet its targets, the government 
has in recent years allocated large tracts of 
jungteandswampin Sumatra and Kalimantan 
to plantation companies. The jungle is dense 
and oAcn without roads.”Thc Tires are started 
by these plantations who torch the forest on 
an indu.stnal scale. They kiww the best way 
to clean the jungle is by mechanical means. 
But Che match is a labour-saving device. 
Why waste money when a stick will do? 

litc (ires still rage uncontrollably. The 
estimates of damage range from 3,00,000 to 
6,00,000 hectares. One BBC report adds, it 
might even be a million. What has been 
particularly problematic are the peat seams 
which cannot be put out by ordinary 
techniques. Their intensity varies with the 
nature of their depth and only the monsoons 
can cinitain them. 

President Suharto has apologised for the 
disasters. But beyond apologising he has 
made no dcTinitc statement of strategy. In 
fact the fires have virtually become a symbolic 
demand for an ecological and democratic 
accounting of his army model of 
development. To paraphrase Ulrich Beck, 
these hazards create a cabaret of technology, 
where third world dictators and theirexperts 
play the buffoons, seeding clouds to create 
local acid rain situations or pour water from 
skyscrapers and waich helplessly. The 
question one then asks is how stable is the 
Suharto regime? At one level there are no 
major indications of dissent. Only a few mi Id 
protest.s by environmentalists. But dissent is 
like the peat seams. It bums quietly and 
deeply and eventually Suharto and his 
courtiers may not be able to put them out. 
Probably the best epitaph for tiys period is 
a borrowed one. The Mexican novelist Carlos 
Puentes once said of his region under the 
dictators, “Poor Latin America, m close to 
nature and so far away from god". We can 
add poor Indonesia, so close to Suharto and 
so far away from god. 
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REVIEWS 


Improving the Capabilily to Govern 

Indira Ri^afwnuui 

World Devdopment Report 1997: The State in a Changing World; published 
for the World Bank by Oxford University Press, New York, 1997; pp 263. price not 
mentioned. 


'THE slate’s potential to leverage, promote, 
and mediate change in pursuit of collective 
ends is unmatched. Where this capacity has 
been used well, economies have flourished. 
But where it has not, development has hit 
a brick wall” (p 157). With that the World 
Development Report 1997 builds up an 
agenda for change, predicated on the belief 
that improvements in the quality of 
govonanceare possiblethrough technocratic 
intervention. Ihis fundamental premise is 
one that must be shared if the study of 
governance is not to be assigned a mere 
observational role devoid of any prescriptive 
policy content. The Report also provides an 
impressive array of cross-sectional data and 
best practice case studies, and in that sense 
is a valuable reference on governance. 

That said, it must immediately he added 
that the two-pronged strategy advocated in 
the Report for correction of the problem of 
poor governance in the developing world 
somewhat misses the point. That two-pronged 
strategy is; for the short run. a matching of 
role to capability: and, over the long run, 
an improvement of capability. The problem 
of poor governance is nut merely the result 
of governments defining a role too large for 
their capabilities. Were that the case, it is 
true that a shrinkage of that role would 
provide a short-run match to capability. The 
problem, rather, is that governments mis- 
specify their role to exclude many of the core 
functions that the state alone is equipped and 
enjoined to perform. They also of course 
include many that can be performed as well 
or better by other agents. These inessential 
functions can in principle be shed in the short 
run, and that indeed is the focus of the 
standard Bank-Fund package for structural 
adjustment. But this has got to accompany 
a redefinition of the role of the state to 
include all the core functions that it presently 
does not perform at all, or performs badly. 
When the role of the slate thus defined in 
terms of its core outstrips its capability, it 
Is not possible to prescribe even in the short 
tun wy icductionof its rolcioftt itscapobiUty. 

This, then, is the central challenge pos^ 
hy poor governance in the developing world. 
rHe cbaHenge is to find ways by which the 
:apability to govern can be rdaed, not merely 
}ver the long nm, but lUso and very quickly 
in the short run. so that the core role of 
lovernmem may be adequat el y or at least 
letter performed. 


The core functions as listed by the WDR 
belong indisputably in the domain of the 
Slate. Maintenance of law and order; a stable 
macro-economic environment; rudimentary 
public health; universal primary education; 
adequate transportand other infrastructure; 
and a minimal safety net. If the last four 
among these core functions are seen as 
expenditure responsibilities which can be 
met within a nucro-economically stable 
environment only if the state has adequate 
revenues, the core can then be reduc^ to 
an axiomatic set of two: law and order; and 
a sufficiently wide revenue base so that the 
entire population contributes equitably 
towards the provision of core public goods 
at some level of adequacy. The WDR would 
have made a more useful and lasting 
contribution if each of these axiomatic 
requirements had been taken in turn, and 
measures suggested whereby the capability 
to perform them can be improved tn r/ieshorr 
run. 

General statemenu such as the need for 
a competent and professional bureaucracy 
are not useful. Overall verdicts on the 
adequacy of the bureaucracy in any country 
can he very , misleading because there are 
important differences within bureaucracies 
in competence. A highly competent and 
qualified bureaucratic elite may mask low 
levels of competence and commitment at the 
level ofinicrfacc with the general population. 
The Report judges south Asia lo be well 
equipped in terms of iis bureaucracy; the 
public in south Asia may not agree. Training 
prugrammestypically focusun theeliie rungs 
of the bureaucracy instead of those levels 
at which public goods are actually delivered, 
where the returns to imparting computer 
literacy and higher slandaids of professional 
conduct would be infinitely higher. 

Starting then with the first of the two 
axiomatic requirements of the stale; 
maintaining law and order. The Report in 
its treatment of extreme collapse in this 
respect (Afghanistan. Cambodia, Rwanda 
and Somalia) deals with it as a problem 
purely internal to the country in question, 
with roou in political or ethnic rivalries of 
hMfg-uanding. There is no mention in an 
entire chapter on international Collective 
Action or elsewhere i n the Report of the vast 
world network of small arms manufacUiim 
who need violence In the developing world 
in order to fill their order books. Say'sLaw 


must not be forgotten. Manufacture of arms 
of the kind used in insurgency aixi counter- 
insurgoicy operations (quite distinct from 
those required for conventional warfare) 
creates its own demand. There can be no 
lasting law and order with peaceful settlement 
of disputes in the developing world until 
centres of production and export of snudl 
arms are phased out as pan of a structural 
adjustment programme in the developed 
world. Such a phase-out will not be sufTident, 
but it is necessary. Ethnic conflicts may 
continue toerupt, and possibly violently, but 
at least there will be no external interest in 
promoting or sharpening them. 

There is however a more fundamental 
historical reason for the disrruU law and order 
situation in thcdeveloping world. Since many 
of these countries have emerged fairly 
recently out of colonial empires, with post¬ 
independence governments formed by 
leaders with a proud record of imprisonment 
for resistance to foreign rule, it has been 
difficult subsequently to keep out of 
govemmem those with records of arrest and 
impnsonment forcommoncriminal offences 
like extortion and murder and, following 
therefrom, relaxed attitudes towards 
enforcement of criminal and civil law. 

The law itself, in countries with a poor 
record of protection of person and property 
from predators, is often indescribably 
complex and open to a diversity of 
interpretations. The Report cunectly focuses 
on the need for clarity especially in respect 
of title to property. There is scope for 
international collective action here again. 
Agencies like the UNDP should have 
prominent programmes for legal aid to 
developing countries wishing to trim l^al 
overgrowth and esublish laws that are 
transparently clear to ordinary people. 

Thm is a good chapter on conuptiOD 
which has interesting findings on conclmes 
of corruption, with country ratings from a 
World Bank survey of private sector firms. 
The chapter docs deal with conupthm in 
terms of predictability of outcomes, but does 
not carry the investigation of pwdk ta btlity 
far enough. Casual evidence from 
governmem deparunems in India where 
additional payments are routinely nco o wa fy 
for completion of transactioiis shows dui 
where these payments have gradumed over 
time from coven to overt payments, paid 
over rather than under the uMe. there is 
greater predicubility of outcomes, finoe the 
co-operaiioa of coHeagiws nd sidioidiBaiei 
will be greater when the simi reoeived is 
publicly known and shared in arrordanre 
with some formula. Comipllan ti m its worst 
in terms of ohnnictions of cfficicacy udM 
it is an insidioui menace. Tliis then MneMa 
that the only way by which to ingrovethe 
effirigicy of official delivery is to mike tha 
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payments required compietdy tfansparent, 
payable as a standardised chai:ge at a tpedal 
window, with a receipt which entitles the 
holder to delivery within a stipulated time, 
and provision for a full refund in the event 
of non-delivery. The proceeds could go into 
an employees' welfare fund that is fully 
distributed every month so as to guard against 
build-up of assets and intra-departmental 
warfare for control of those assets. The 
refund provision is essential to ensure peer 
pressure within the department for per¬ 
formance on the job. The scheme proposed 
hete substitutes a less variable, if not neces¬ 
sarily lower, formal addition to transaction 
costs without the outcome uncertainty of 
corruption. 

There are of course ways by which such 
mechanisms could be subverted. The essential 
point however is this. The reversal of 
entrenched corruption, which the WDR 
declares to be a major element in any 
programme of improvement in governance, 
is impossible unless stakeholders in the 
conupted system are compensated in some 
way. The Report does not in general mention 
payoffs as a requirement for the political 
sh^herding of programmes of economic 
reform. Instead, there are listings of winners 
and losers of components of reform 
programmes (Table 9.1), with a suggestion 
that the mixofreformelemenis be so designed 


as to compensate losen from one type of 
reform wifo gains from another. At a broad 
recommendation this is unexceptionable, but 
these policy mixes are difficult to fine-tune, 
and there may be no alternative to providing 
for mote direct forms of compensation. 

Compensation is clearly not ^visaUe for 
other forms of corruption, most particularly 
those made possible banking havens. An 
international agreement in a multilateral 
framework is critically needed to enforce 
compliance with information requirements 
on large bank deposits, but there is no mention 
of this in the Report. Co-operation in this 
sphere is presently confined within bilateral 
agreements of mutual support, but the 
problem inherently requires a multilateral 
agreement for effect! vecurtailment. It is this 
that multilateral institutions should 
concentrate on rather than assigning country 
ratings on a corruption scale, which does 
nothing to solve the problem. 

What of the second axiomatic requirement 
of good governance, a sufficiently wide 
revenue base, so as to provide the when^thal 
for the adequate provision of public goods. 
The greatest problem here is the gaping 
information void confronted by tax 
administrators in developing countries. It is 
no surprise that tax revenues in these countries 
arc drawn largely from sources where 
information problems are least, such as 
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foreign trade. Direct taxukm of bidivldttal 
incomes ba^ on self-declaration Ms at the 
other extreme. In countries where most 
transactions continue not to be routed through 
the banking system, a system of income 
taxation based on self-declaration is ill- 
advised becausethereis noahemativesource 
of information for the verification of tha 
supplied by the assessee. Taxable income 
then becomes bilaterally negotiidtiebet ween 
assessor and assessee, with not suiprisingty 
apricecomingintoexistenceforthe reduction 
of taxable income. Many potential assesiees 
manage to stay outside the tax net altogether. 
The existence of sectors with large untaxed 
surpluses becomes in turn a breeding ground 
for extortion and violence. 

The problem is vastly exacertwted when 
reform programmes in developing countries 
drew ifown revenues from import tariffs, 
without devoting any attortion to how the 
narrow base of other taxes is to be expanded. 
(The ease of access of import taxation for 
revenue-starved governments is most 
graphical ly illustrated by the partial reversals 
in 1996 and 1997 of the Mriff-teduction 
programme in India.) No expansion of the 
direct tax base i s possible within the confines 
of taxation based on self-declaration, in 
economics where the prevalence of un¬ 
recorded cash transactions poses structural 
limits to the information base necessary. The 
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M bue cain, bewev^r, be expanded timwgh 
iltemative lystemi of taxation based on die 
:deatiflcation of objectively meaaurable 
indlcaion of pfayaical or human capital or 
npiit use In eaeh occupation. These can be 
ii^ to establish not merely taxability, but 
ilao average taxable income generated per 
mit of the chosen indlcator/s. Methods such 
IS these have been successfully practised in 
he developing world [surveyedin Rajaraman 
1995], but aie seen as fiscally primitive and 
ire therefore resisted by tax adminstration 
ilites trained in western methods, tuned to 
> different stage of fiscal and informational 
svolution. The Report sees the VAT as the 
evemie substitute for reduced import levies. 
Nit a VAT is alto informationally demanding. 

What it needed i a an adjustment of methods 
>f governance to capability, not so much an 
idjuatment of roleto capability. Thechallenge 
s to adapt systems to the information 
onstralnt, and introduce simple methods of 
evenue collection (whether taxes or user 
charges) that are minimally demanding in 
erms of information, and therefore simple 
o enforce. Supporting legislation is 
lecessary, if the new tax system is not to 
le bogged down in litigation. There already 
lie on offer today in India simplified 
iltemalivcs to conventional assessment (in 
he case of (he Haryana ilrst-poinl sales tax 
in brick kilns forexample, or the agricultural 
ncomc lax on plantations in Karnataka and 
leraia). These haveevol ved as ground-level 
esponses to the avoidable complexity of 
onventional assessment. The WDR would 
avebeen infinitely moieuseful if alternative 
sxation methods such as these had been 
xamined for the benefit of its very wide 
udience. 

Decentralisation (“bringing the state doser 
3 the people”) is the subject of one of the 
hapters, ^t if it is to serve the efficiency 
bjective of providing public goods in 
onfbrmity with variations in local condi- 
ons and preferences, there has to be a 
onesponding variation in tax burden, 
unctionai devolution to lower levels of 
ovemment has to be accompanied by 
evolution of revenue-raising powers. Only 
uis can there be that accountability necessary 
V cfficiem delivery of public gwids. Here 
gait), the WDR devotes far more attention 
) the design of grants from higher to lower- 
:vel governments, than to the design of 
ixesenforceable by local governments. The 
mphaais in ail such schemes has to be on 
'orkability, given (he cemsiraims in toms 
f formal skills at local government level. 
>ne such workable tax hat recently been 
eveloped, for use by panchayats 
^jareman-Bhende 1997]. 

MacMavelli saw distributional conflidi at 
le heart of the governance iuue. More 
Mciflodly, laxaUon Het at the bean of the 
Dvemance iuue. The need of the hour ii 
I And ways by wUch an equitable and 
lAdctt tax atnictuR tiiA be built on a wide 


bate, 10 tlut die core role of government can 
be adequately performed, with the fiical 
domain of each level of governmem in 
canformiiy with its functional domai a When 
the role of governraem is defined in terms 
of its con, no further shrinkage of role to 
adapt to lowcapability can be recommended. 
The only option avail^e is to raise that 
capability as quickly and u effectively u 
pouible. 
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THE concern that the structural adjustmem 
programme would adversely affect employ¬ 
ment hu generated a number of studies and 
much discuuion regarding the stxia] co«i 
of restructuring. This book is the result of 
discussions and papers presented at a national 
seminar on iidustrial restructuring and 
lehabilitationof surplus labour. The seminar 
was organised by the Institute of Labour 
Development, Jaipur, and the I ndian I nsti tute 
of Economics, Hyderabad, and was held at 
Jaipur during February 17-18, 1995. 

The edited volume consisu of 39 papers 
authored by eminent economists, trade union 
leaders, administraton, industrialists, HRD 
and productivity personnel. These papers 
have been group^ under two sections: issues 
relating to industrial restructuring and 
rehabilititiion of surplus workers. 

Indusiriai restructuring involved changes 
in capital structure, product-mi x. technology, 
plant location and employment at tire 
enterprise level. These changes, which are 
adopted to increase flexibility in the factor 
and product maricett, are frequenily seen as 
directed against labour. The stale has imtiated 
some policies and programmes to reconcile 
the interests of the workers affected by such 
restructuring. Research must establish the 
extern to which the role of the state has 
facilitated or impeded employment 
restructuring at (be enterprise level and the 
extern to which employment is affected. 

The papers pieseiited in the first section 
of the volume attempt to study some of these 
issues. Many papers discuss the exit policy 
under the new economic policy at length. 
The concept of Irdiour market flexibility, the 
proa and cons of it from the point of view 
of the management and employees are 
discuised. However, the majority of the 
papen discuss (he issues at a vety general 
level and do not provide much macro or 
inicroevidenceioaubftantiatetheifBumettt. 
While a few papen provide some macro 
data, iKMie of ihm d^s with the issue at 
an individttal enterprise level. 


The major acton in the dramaof industrial 
restructuring are (he employers, worken, 
unions and the stale. The worken aitd unions 
have in particular beconre vulnerable, while 
uncertainties have increased for the 
employers as well. The state can play a major 
role in the rehabilitation of surplus workers. 
The second section in the volume deals with 
some of these issues. 

Here again the focus of the papen is mainly 
on the schemes by (he governmetu of India 
for surplus labourrehabilitatioA The national 
renewal fund, voluntary retirement scheme 
under it and training for wwfcen are discosted 
at length. A detailed case iludy approach to 
collection of data from enterprises under¬ 
going testtueniring. both public sector units 
and private ones, with an analysis of the 
impact on and positions taken by the nuyor 
actors would have been very illuminating. 
However, only a couple of papers refer to 
such a case study approach, arid (hat too at 
a very superficial level. On the positive side, 
most of the papers emphasiae the need for 
training and re-training the loplas workers, 
particularly orienting them towards self- 
employment with back-up i nftaatructuni and 
bankir^ services from (be sure. 

The concern of the editors and paper writers 
fm the workers rendered suiphis by the 
industrial restructuring is geraiiDe. The need 
to provide a human face to restructuriitg is 
appreciated. However, the extern to which 
this edited volume it a step in that direction 
it for the readers to judge. 

While the quality of papers leaves much 
to be desiRd. the etfton could have done a 
tittle more homework. Ibe number of papen 
presented in the volume could have been 
reduced consideraUy. Lack of tight editing 
reduces the readability of the book. The 
iniroduction by the editon it merely a brief 
description of the papers. An afrempt to pro¬ 
vide an overview, with a macro perspective, 
weaving togetlwr the issues presemed in the 
papersunderbroadthemeswouMhavebelpad 
to cafNure the interest of the reader. 
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hava baan acNawad datpM toanmia a conaarvabva 
laaaragingpoteylominimiaalihaioatta l aandpnoaiaka. 
patlMMy ai tta aaily Magas of Via Compaiy* opaetona. 
TWt potcy aias aiso n conaonanM mih Vw vISMS of our 
principla aharafioldar. Itia Ratarva Bank at India, as 
camrsnlcaladtouB. 
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Vbur Obaolna hava lacommandsd a dMdsnd of 7B0 
par cant tor lha yaar andad March 31. 1967 sMch, II 
approvsd, art absorb Ra. 37.50 crura and an addWonal 
sumolRa. S.TScrurabakiglhstssondMdsnd. 

As your ara aaara, SacurWas TVadkig CorporMlon at 
kata LsnNad ms sal up In May 1964by lha Haaarvs Bank 
of ln(ha(R9l)|0lnayw«i publicaactor banks andalMndto 
gnancislnsllbiltonslards*BloplnglhBtiiailiallr dr aitiuc a sa 
to foatar tha grurrlh of an aodva sacundary marfcM In 
Qovsrnmant sacurillas and public sactor bonds. 
Subsaquantly. m Fabrauaty 1996, the Company sras 
accrtdriad as ona cl tha nrsi Primary Dsalars In tha 
Ocasmmantsansillaamarkat.'ThakicwflfffiaCotnptsm 
SI ks aarfy ysars o( oparaHons, has baan on tha Camrsl 
Oovomnanl dead aacuriVaa, on ks rots as a Pitnaiy QsMar 
and on tha nsad to duals a daap and actha sacondaiy 
rnarkM In lhass sacuiHaa. Tha Crimpany has smargsd as 
alsadtogPrlmanrDsstsr.iisnnuslIumousfSi O ousin nM nt 
dalad saeuikiss and Trsasury BWs during 1986.67 
consMuling ovsr 40 par oanl or such tunrowar at Ml PrSnsiy 
Dsalars takan togsihsr. N has, at couraa, lukMsd al tha 
obkga bn rrs ol a Prlmaiy Desisf. Al lha sama dma. tha 
Company has bacotna an aetiva markat-makar in 
Oovammant ot Indto dalad aacurklaa as alto In Traatury 
BMa. Tha Company haa Wd particular alraaa on oikiloM 

buy-stda acdvky. Tha tolpaing figurai wM give tomt 
stsigMs mto tha Company's acthrWaa In Via aacondaiy 
markal St ptovklno kquUky 

j In 1996.97. tha Comptny'a ouMglk tumovar In tha 
saootidary marital In raaptct o< Oosammam (Mad 
sacuritiat was 3.44 Hmat tta primary purchasoa 
(kickidkig davotsamant) at compand srkh 2.6 dmat 
tor al Primary Dashas 

'J Throughout 6w yssr 190647. Ois Compsny mads 
taguitf outright pumhosas a< Gowsmmtnl diMd 
sacurkias In tha sacundaiy matkol at would ba taan 

from lha data glnn In Hit Okaetors' Rspett Such 

purdwMsaocaunltdhrSeparctnlollhsCanyiany's 
total oubl|d< ksrswar in Oovammsnl dMid aocuklat 
In Via aacondory rnarkM. 

(J During 199647, tha Co m pany dsak In 34 ouMMsIng 
MuesolGkwMisiiatktMsdtansMsio>kat45lsauai 
wts ch wan I r aas d In and Mist Juns 1992skwnauclkin 
lyM s m was SrinDducadter kitts ts c urWas 
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tobitorthwwpigtonMntoitWiniidtoiioaantoittoliitol 
lni>aWi i rillitenefvtowgaiainiiinlt* U lnviitoiM 
(*ton bMiuM of ihi ntaMoty toar ytoU, too itok-fia 
riMwofMia«r w r Mi iotoiMh ito n(lng.ThiptoYlno(lilO 
ha gcM furifiir HMsd igifnil gtoi biciuM of tha itrang 
In c ima i glvantonwiyavliig i xabuiTiMiundiriicion 
Wcf lhilnconii.tuAct I hm. In dw pot. argM dii 
Mritiorltlii 10 eonaidir granting an axolualva, 
awanfngMtoxIneanllvatort M l l nailiof B lngiaiand 
would oiMi again raltorato Ilia ptoa. 

A kay ttop tor atbaiding r«all daporitora to lha gN> 
nwfcal would ba the sadtog up of tpactol muhial fund 
lehama tor irwaanani m gWt only and I had Ngha^Uad 
MUaaapaellnmy riri anianl i atBiepatolwoAnniwIGanaral 
MtaUnga o< your Company. In this ixinlaxt. M u vary 
encouraging to note Vat XI a laitoni tpaach. Vie Govamar. 
Raaarva Bar* of ktdto ha riatad that thera a‘anonnous 
acopa to aMiact Inveeiors (who attach gioalar xnpoitance 
toaalalyandIqiVdNyfactors)throughpuiagdslundf Ha 
hoped Vat we wtf now GM launch of tpactol gVto lunda by 
lha mutual lund industiy before long. May i; howavar, 
auggaal dM to ancouraga tnutual fundi to mono In 
dito dhaodon, QowtnimaM and nil may agtM to trail 
Invtaunaiila In gUla funde by Pan a fon/drovidant 
fundi a ndM OrC s giniiaal m a n ti Ingdta In i a to bi tn iy 
and ragutatory puipoa a , TWa abiipla dto p a n aa tl on 
uMeta ha nafdiar any coal ImpHcadon nor would 
■Bvwvi|r vnvci 1 M VpprVOMi funQ HO IV irno 0 iB»y 

p^ynowai^^v ^p^nra aaov mg^va^bHwad aad^^^wggafa Ud^or ^a^wd^m^^to 

fund loduafry far aatiing up daiirttodgdto fundi tor 
raaoWng out to latod bnraitora. AdctoanaVy, luch fundi 
would add much naaded daplh to lha niMubonal aagmani 
olthaGcw an wianlae un a a maitet. 

On Via aspaet of raachtog out to rataV xivaalora. onca 
Vw Strieiia Dealar ayitam o oparOonaiiad and Via laigar 
commet o al bantewih ecu ary wxto br a nch nalworkbagin 
tosatve iota tov aato r s In gKt through Via btancha. Via 
deepanaig of Vm nwator base would ba graaVy tocOatod. 
(U) Primary Martiat Auedona 

Primacy market euchont for Treeiury Bdit and . 
Govemmara da lediacuraiaaienowawa e ri abka t ied 
toaluie of dia rnarkal kifrariiuctuie and pertlclparas have 
gernad considarabla axpartance m bidding al thau 
aucbona. Baaad on Via Company^ expenanca ai auction 
blddXigt. I would dm to iuggari Vie tobowaig: 

(a) For better end wktoepiaad laporuaa. Viare la a caa 
toriavtowVgVwpanodtoayafTieaMy D l to iu ct lon i .Viem 
are a many a live luch aucbone aaeh toilnighi and two 
auctiona on aach Friday 

(b) At piaaant noiwximpaMlva bkfctori am pamxdad to bid 
II auebonaol 14^ and a |.dty Tmaauiy BVk. WiVa born 
Via poM of vMw of cash managamanl naadt. non- 
oanipaMivablddaramayhavaunraaWciadpraaanoaiit4- 
day Traaaury BVto aucUona. Viara ahould be toma cap on 
Via aMnaiV to dwm of ei-day Troaaucy BMa - tay 33.33 
par oaiv of Via naMad amount • rriian Vwra are uMcianl 
bkto bom Via eompaaVva aagmarv. Untoa Vm la dona, 
tiara wM ba no mariial-datoimmad cuKri ywu lor gi'day 
TmotoyBda and Vwinadumini may ball rib aawantm 

(c) AtpiatnUhanioibalhanotmucnldalnartoa n aol 
Via ivnbiga, Via «abma and Via maturiVa of Via naw 
laiua of aoamnmani ol bidto dMid aaouriMa to ba Roaaad 
aMmrVuougbdUcltoniotaladoortoonlmua Ttwoofy 
avdMibto intommdon aouroa la toa bufljgai dncumanfa 


■ncn nacflv viv ORMni Oi fimvi DonoMnoi lor vivw 
year, t It rnpoilM Vial wo mora a qucMy a poaatola to 
a E rii n da r - b aad a y atam, V nacaisery xi atagg 

(d) Thera n a good caaa lor parmitling trading In 
(jovertxnant aacuribg on 'whan itsuad' bans onoa a 
aucbon Isiiia • announcad. TTiw wri load to him book- 
buldtog, ballar price dncowaiy and vVonned twtdxig at Vw 
aucbons iaadxig XI torn to cloter akgnmanl between ywkto 
XI prxnary and xacondary markMs 

(e) ThaFtoiaiveBankoflndia.m June 1997 lepUcedVie 
eyttom ol payxig convnasion to Prxiuiy fleelers on thex 
pifmaiy rnarkal purchasm py s system of oflanng them 
opportunity lo M lor undeiwfilino Vie luues. nhxih ha 
e f tocBv o ty reduced Vie amount of fa now recewaUe by 
Prtmaiy Dealari However, x crxisequenhal issue b Via) 
under the present system, m the cases of auctronad 
naua.Pnmary Be al er t have to malie undcrwraxig bids 
wVhoulknowng Vie coupon rale or Via xnpxcvyisid wtich 
Isaddhcuhnektoniaruige There,therefore, a need for 
a ctoser look at the ptasani system of undetwnbfig by the 
Ptxnaiy Deale ft 

(Ul) Prtca VofeWtby In Oovernmeiil gauriWei MwImI 
We have recently witnessed wide Mucluations m 
pnoesatGowemmeikdatedsecumes Matxnewnenwe 
are moving towards xuegration of money, toreii and geu 
mackats. voiaHryxionemetkatspAsoveiioanoiriei The 
case tor conteeiingvolaMity XI money and toiex markets 
by naseive Bank of todw raervenion IS now wel accaptod 
I behave a sanXar need ensts tor contaewig the votafVy XI 
Via Qovemnwnf sacunlim markel Mo. so hum new and 
polanVal aiWanls toVks nvukal are not uktoly itacouiaged 
For Vxt aiM also tor managxig the ywU curve, acbve open 
mwkai operOons' boVi buyxig and saAng - by ew Hesene 
Bank of tndw would seem naoesaarysubiecl ofcouna lo 
Vie monalaty policy c onerda ra fi o ns 
(hr) Primary D aalara a "Umitorr Banka 

The gris rnarkal ha now been opened up to dabr kxids 
sat up by Foreign Inabtubonal tovestors WXh the move 
towank capVal account eonvertVxMy. one toresees wxlar 
pait c ip a bo n ol cwen a r xi ii k Mxv iilxiveBlotxigBuiieriiat 
eicxwwallxiie WhenVxahappens,PnmaryOaaleisare 
hkely to ba caiad upon to provide an xOgieMd package 
ol tennCM to ludi xivextors - buying end seMng, ule 
custody, prowdxig torwaid cover, racaivxig and ramVivig 
funds XI njpea and XI toreyin currencie s . Pi t mmii Ditome 
awy, tnemfom, have to trsnefotm l l ismatai brio 

^m X-e— ^^g^ AA^b 

imnw wim vm w ■■■vj vs awmaa wfvmm 
ttOft Q KO UHt t . Iff pfttcipQtQ tW tWOHQy tfWWVtWfOft 
and ctoAring systems and in teraign exehanfa 
marbato. Our eipwien ce xi me domaslic maibal to tar 
shows ttiBl u Prxnety Daalsrs do not mantaai cash 
accouVBOf xMMoisand are not parbcyiMt XI Via eltamig 
tyatom. many namfaank xivettors XI gtospiator to deal adh 
banks rather than PixgaryDaatois I buetViaiVa aspect 
wriiaeeiyaduaeen ii daisAonotvwiagiiliio i yaiU V ia i to a 
AcbrwariadgmaM 

l la avmoppoitunVytoVwnkaia O oiiim ni ai a oltoMau 
Oovammanl of UaharaahliA Raaarva Bank of bid*. 
corivnaicW banka, oooparMm baria aid at-Vidto bnanoa 
ewaubom tor Vwv ooopaiaMnn and si^poct I would atoo 
Hha to ptoa on moonf my appraoabon of Vw abnara and 
darbcatod altoito pul III by Via Coritoany'a toam ol oMeaia 
andMafftottiaanBouwgbigpaitDmanaeUia Co w p wy 
during mWFaaritatoiring Via euwawtowri rt a y aa M 
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Some Thoughts on Development 
Assistance 

K Krishna Prasad 

The quantum of development aid coming into developing countries is 
quite small, and often irrelevant. Aid can be most effective if it is 
directed at improving basic education, especially upgrading the skills 
of the rural poor. 


IN the last 30 years or so great deal of money 
has been invested by the industrialised 
countries with the intention of assisting the 
developing countries to tackle the problems 
associated with their poor population. 
Unfonunately statistical evidence as reported 
annually by the World Bank as well as 
anecdotal evidence as can be gathered from 
the western mediado not show any signiricani 
advance made by these countries in 
aileviattng the miseries of the poor. Many 
reasons ate advanced for this state of affairs. 
Whatever the list may be, the general feeling 
at least from the perspective of the policy¬ 
makers boils down to three aspects: 
I population growth, inadequacy of the 
“ rtnancial inputs and improperly targeted aid 
In this essay we shall not be looking at the 
question of population growth but only the 
second and third aspects. Even here the 
second aspect will receive a rather cursory 
glance. This essay is not intended to be a 
* scholarly piece but hopefully provide fodder 

for thought. Thus white numbers ate quoted, 
these ate by way of what can be called the 
*back-of'thc-envclope’ calculations. 

Is Aid Money Inadequate? 

We shall concern here with some global 
figures. Several years ago the UN suggested 
, that the industrialised countric.s should 
provide 0.7 per cent of their GDP as aid to 
developing countries. Rut in practice this 
figure has never been met. While a few tif 
the small industrialised countries do meet 
and even surpass this figure, most of the 
countriesdo not meet this target. Inanoverall 
sense the figure IS aboutO. 3 percent according 
to a recent .statement in Time magazine. But 
not all this money reaches the people to 
whom it was meant for. Some years ago, 1 
have heard stmements to the effect that 70 
per cent of this money goes to people in the 
aid giving country either in the best case fur 
so-called experts or in the worst case for 
buying goods made in the industrialised 
' countries. To keep the arithmetic simple, we 
shall take this to be two-thirds of the total 
figure, that is, 0.1 per cent of the GDP of 
^ the industrial countries reaches the 

^niinlne&« 


The next issue concerns the populrikm of 
the devel oping countries. Current projections 
suggest that by about 2020 the world 
population is expected to cross 8 billion 
mark and the developing country population 
IS projected to be 6.6 billion. Assuming that 
wc live in the best of possible worlds, the 
aid is meant to assist the genuinely needy. 
We shall take these to be about 3 billion. 
If we take the industrialised world's 
population asO.TS billion, each needy person 
in the developing country gets about 0.025 
per cent of the average per capita GDP in 
theindusirial world. If we assume the average 
per capita GDP in the industrialised world 
to be US $ 20,000 (about 5 per cent lower 
than the weighted average fur these 
economies according to World Bank figures 
of 1991), the aid money is US $ 5 per capita 
of the poor in the developing world. This 
needs to be compared with the per capita 
GDP of the developing countries. Using 
again the World Bank statistics for 1991. the 
weighted mean of per capita GDP of the low 
income economies is US $ 350. Thus the 
aid money is a little under 1 .5 per cent of 
the per capita GDP. This is really not enor¬ 
mous and could be dismissed out of hand as 
iirclcvam as indeed an average policy-maker 
in the developing country is likely to do. 

However, if we make yet another 
assumption about targeting the aid to the 
really needy and if we note the inevitable 
income disparity between the needy and 
well-to-do in thm economies, we will not 
be far wrong to assume the per capita GDP 
of the poor to be about US S HX). Thus the 
aid money is about 5 percent of these people’s 
current incomes. In spite of the gross nature 
of this arithmetic, it is gratifying to note that 
they are not far off the mark from the data 
provided by Lipton and Toye (1990) for 
India. These show that gross aid utilisations 
were 4.2 per cem of the development outlays 
in the country for the year 1984*85. 

What is shown here is that the aid money 
is not large indeed. While there can be 
aigumenls to meet the UN taigets, it Is 
improbable that these arguments will meet 
with favourable response in the climate of 
austerity prevailing in (he govemmena of 


the industrialised countries. However, if we 
take note of the battles betwem trade unions 
and employers in industrialised countries 
over 3 per cent increase in inoomes, the aid 
money cw be considered as being capable 
of making a difTcreoce for many a poor 
family, if it doesgo to the really needy. Tltere 
is yet another possible approach to increase 
the aid flows with the gross monies held the 
same. The question could be posed as: why 
not hand over the money directly to the 
needy? This is more or less what has been 
done in the welfare system prevailing in 
most of the indusinalised countries. The 
system has come under severe strain in the 
last IQyean and is unlikely to be consirfered 
with sympathy by the donors. We shall look 
at this question in a little more detail below. 

bevelopmenl aid is based upon a 
fundamental assumption. Poverty can be 
alleviated only through industrialisation. 
Capital is a fundamental need for 
industrialisation. Unfortunately this is what 
is most scarce in a poor country. Thus the 
aid system can prrrvidc this. The theory is 
that once this is available, the rest will 
automatically follow. As wc pointed out in 
the opening section this has apparently not 
happened in practice. This requires a closer 
lo^ at the original assumption. This was 
based on the success of the Marshall Aid 
which rebuilt the industrial complex in 
Europe that was more or less completely 
destroyed by the second world war. What 
the war did not destroy was the innate 
technical skills prevalent in Europe. 

The second point in this context was the 
tcchnologicaJ development that was fostered 
by the war. Except in the new circumstance 
the technical ability of people provided for 
the development of superior technologies. 
These ma^ available a whole range of 
products at affordaUe prices for the whole 
population. Needless to say these activities 
were not onl y supported by suitable economic 
practice at the national level but also 
significant political will. This success was 
sought to be duplicated in developing 
countries. Two things have apparently not 
been present in developing countries. The 
only source for technology was what was 
in UK in the industrialised countries. These 
were conceived on the principle of economies 
of scale. For soch a system to work it is 
simply not sufficient for capital and skilled 
labour to be available. It has to be supfde* 
merned by a sound infrastructure. To name 
just two of these, the transport system and 
an energy system that is taHored to the needs 
of not just the producers but the users as well. 

Thus the lack of capital, skilled labour and 
infrastructure have more or leu vitiated the 
efforts of both the national govenimeats and 





the aid agencies in bringing about the hoped 
or change. These botdenecks were realised 
ilready in the mid>I960s which led to the 
development of the concept of appropriate 
echnoiogy. Schumacher funnaliied these 
deal in a very well articulated argument in 
lis book Small Is Beautiful. In spite of 25 
ream of work on Hs behalf and not iniigni- 
icant amount of aid money, appropriate 
echnoiogy has not been able to make its mark 
ncorabaling poverty. The question as to why 
'us should be so defies a unique answer. 

The fact that there is no adequate 
infrastructure in developing countries has 
xen addressed by the assisunce agencies 
ly providing the necessary technical and 
nanagerial expertise. This is the principal 
081100 for not all the money that is spem 
HI aid not reaching the people whom it was 
Higinally meant for. While it is easy to make 
ynical remarks about the experts, it is vital 
0 recognise two aspects in this connection. 
Iw aid-giver is a government which raises 
noney through taxation of the people in the 
muntiy concenied. This implies that the 
ovemment has to account for the way the 
noney is spent. Thus there is no way that 
he money spent on people involved in the 
id-giving country can be brought to zero, 
lie second aspect concerns the knowledge 
ained by this work which has in a large 
leasure contributed to the understanding of 
ie working of the whole development 
wocess. In spiteof the rathernegad ve remarks 
bove, one can discern the benefits of aid. 
iKse have been well put forth by Lipion 
ndToye for India. This work clearly brings 
ut quite a number of success stories and 
K time seems ripe to look at possible 
todifications to the present system for 
KTcasing the effectiveness of aid. 

Future Dirfxtioks 

Any future activity has to be firmly based 
ipon learning from the past. An important 
oncem for the future does not necessarily 
ivolve increasing the absolute levels of 
noney, but increasing the effectiveness of 
id. One way of assuring this is to increase 
M ability of the population concerned to 
uike use of the aid monies in manners they 
nd most useful to them. This is really 
pleating the statement of George Schultz, 
xmer US secretary of state, made at a UN 
onfetence in the mid-1980s on African 
tmine. His statement was: “We want to help 
fricans.help themselves”. From the point 
f view of die presem essay, it is not at all 
rar whether any steps have been taken to 
)llow up the statement and if so with what 
»i1l At any rate, the basic postulate that 
made in this essay is that the best help 
lat can be given to developing coumries is 
! the field of education. 

Education it one of those modern 
ndeavoun where abnott every one of ut 


has his/her views on the subject. This in fact 
should be so if we note the diverse 
constituencies that are involved in the 
endeavour. One is either astudent undergo! ng 
education or one is teaching. One is a parem 
interested in the future of one's childrra and 
as such supports them through school and 
college. Thm are whole lot of government, 
quasi-government and private agencies that 
fund the educational ertterprise. Finally there 
are those who require educated population 
to run business, industry, government and 
a variety of services - that a modem society 
wants - in a diversity of functions. Each one 
of these constituencies has its own thoughts 
on the educatiorul enterprise as it were. 

The second point about education is that 
it occurs at various levels - primary and secon¬ 
dary schools, professkmal training institutions, 
universities and of late the so-called 
continuing education systems. Each one of 
these have theirown requirements. The third 
point is that it seems to take an enormous 
amount of lime and as a con-sequence large 
amount of money for an individual to acquire 
education. The rest of this essay will restrict 
itself to the situation in India for no other 
reason than tluU my knowledge in this field 
is restricted to that country. 

Having gone to school in colonial India 
I cannot helpcharacierising Indian education 
as being caught in what I will refer to as the 
Oxbridge syndrome. This syndrome has 
really divided the population as 'us' and 
‘them’. Out children should become 
engineers, scientists, lawyers, doctors, 
business managers, etc, hut their children 
should acquire vocational training to become 
carpentere, potters, blacksmiths, cobblers, 
etc. As a speaker at a symposium in India 
pointed out, anything wrong in this country 
(India) is conveniently anributed to the British 
colonial regime (the symposium had a 
generous attendance from the industrialised 
world), in fact a bit of patient study of history 
of India will immediately reveal that 
scholastic education was restricted to a small 
elite who specialised studying Vedas (the 
Hindu scripture in some sense) and Sanskrit 
literature. The rest of the population went 
through life without even raising that their 
acquisition of aUlities to participate and 
contribute to the society atoumi rightfully 
belongs to the process of education. Thus 
it is not surprising that the high caste Hindus 
- brahmins - given this background took to 
the Oxbridge fonmila like iish to water. 
Speaking personally from the age 12 at school 
the first language was English and the second 
was SanikriL The flret enabled metobecome 
an engineer and the second ostensibly 
educated me about the cultural heniage 
India. Never mind whether one was blissfully 
ignorant of the society around oneself. 

The starting point for futther discussion 
is the repiacememofiheOxbridgesyndrome 


by a more earthy definition: erfaication is a 
process by which one acquires skills. 
Depending upon an individual’s interest and 
aptitude, he/she choose to pursue a given 
type of education. What this will do is to 
createalevcl playingfield as the terminology 
goes in the field of renewable energy 
technology economic discussion. In essence 
it will replace the common statement that 
"every society needs its hewers of wood and 
drawers of water” by “every society needs 
its Socrateses”, needless to say, the latter 
without the hemlock treatment. A strong 
teaiure of the education system that has 
evolved over the last 100-odd years is that 
it provides opportunities for youngsters to 
chouse professions that can be totally 
diffcreni from what their immediale family 
iscngagedin. In addition to thisthedefinttion 
given above places emphasis on practice. 
The old saying has ii that practice makes 
perfect. Thus the educational activity has to 
have a rather large component of practice. 

We shall return to the numbers game we 
started this article with. Education accounted 
for just 2.S per cent of central govenimetit 
expenditure in India in 1991. while it 
accounted for 10.5 percent in the Netherlands 
in the same year.' There need to be two 
corrections in this comparison. Rrstiy, India 
has a federal form of government. Education 
by and large falls under the responsibility 
of state governments. This is not so in the 
Netherlands. This can be seen also from the 
data for total expenditure of the ccnral 
governmcnl as a pcfcciitagc of GNP: it is 
17.5 and S2.5 per cent in India and the 
Netherlands, respectively. Assuming simitar 
levdsofpaniapationofthetwo go ver nm en ts 
in their economics, the educational 
expenditure can be staled to be 7.5 per cent 
of all govcimneni expenditures in India. In 
terms of per capita GNP it is about 4 and 
5 per cent in the two c-Hiniries. In other 
words India spends about US S13 percapiu 
on education as against US $ 950 spent by 
the Netherlands. Even if we allow for the 
so-called purchasing power parity and die 
fact that education is a service dial is much 
more labour-intensive, there is at least a 
factor 10 difference in real terms in effort 
bestowed on education. 

There is a variety of suustks in support 
of this claim. While it is said that in Indu 
97 per cem of all children in the appropriaie 
agegroupaiicndpnmaiysdiool,tliUmiailia' 
drops to 44 per cent for secondaiy educatioa. 
In the Netherlands these mimbiers are 100 
percenidnfactduetothcinetbodofreportiiic 
the staci sties this number turns out to be more 
than 100 per cent). What is more the primary 
pupilAeacher ratio in the Nctherian^ is 13 
while it IS 61 in India. This has obvkMa 
impact on quality of education. For tertiary 
educauon the numbers fur the Netfaertanda 
and India are 34 and 10 per cent (das it a* 




extrapolation; actual tiata for 1991 is not notwitiutanding what the Elell Curve hai to an extra buck by writing booki. These book* 
available) respectively. Clearly the lay.Thusthcconclusionistbatthcediicatifn are not meant to be school textbooks but 
educational opportunities in India arc not system as it exists now is not seen to provide essentially supplementary reading material, 
only very limited but also its tjuality can any beneftts to them by the poor. Thus any bo<^ writing schone ahould try 

stand signiricant improvement. Of course The obvious corollary to the above and rope in as much talent as is available 
there is a signiricant amount of private discussion is that educational system needs in the local society. The definitton of the 

investment in education. However, most of a thorough overhaul. One immediately local society here is much larger than a single 

such systems are inaccessible tochepoorand conjures up visions of extensive curricular village. NettHess to say such a corpus of 
can be ignored a.s irrelevant for the pre.scnt reform at ^1 levels of education. As far as books can be supplemented by books that 

discussion. Finally there is another statistic the present author is concerned this is a non- are available for the urban children and 

on education, in 1991 it was stated that 32 staner. There are three principal reasons for translating books available inotherlanguages 

per cent uf the population was illiterate. In this opinion. Any curricular reform is bound and other cultures, 

passing it may be mentioned that India is to be a long-drawn out, cumbersome and Even if the books are available, they will 

not necessarily the worst country in complicated process. There are several be inaccessible to poor children. Thus what 
educational opportunities compared to most rca.sons for this. Firstly, there are far too one requires is a library and an attached 
other low income economies listed by the many constituencies involved. Secondly, reading room. Most rut^ areas cannot be 
World Bank. It is obvious that the whole cducationhastohcimpartedatscverallevels. expected to have public libraries. Even the 
busincssufoducationisvcrypoorlydcvciopcd Thirdly, one needs to cater for a diversity schools probably will havenolibraries. Given 
satd deserves much greater attention in the of disciplines to meet all the needs of a the bud^iary limitations alluded to earlier, 
whole process of development. society. Obviously the whole process uf it is improbable that such libraries can be 

It is useful to put two members in curricular reform will be some form of a established in the future. Some sort of a 
juxtaposition: the aid disbur.scment if it is compromise which may be seen to be mobilelibrarywhichdelivcrs/collectsbooks 
targeted to the poor, there is something like bencncial to nobody. The second reason is to each school once in a week, maybe even 
US $ 5 available on a per capita basis; if based upon the popular opinion in once in two weeks may be workable. Even 
wc take the Indian data on educational development discussions. The curricular here there is no point in using a ten ton truck 
expenditure it is about US $ 13 on a per reform business will be seen as top-down for the job. The ubiquitous three wheeler 
capita basis. The aid money can make an approach. What is required is a bottom-up (autorickshaw in India) might do. Another 
enormousimpactifallofitwenttocducation. approach or ifnne wishes so. a participatory support system would be to permit the 
However in practice most of the aid money approach. Most curricular reform exercises children to make use of the school facilities 
goes to development projects. In a cynical arefartoodistantfromtheusers- essentially to read during the evening hours. Most of 
'f sense the emphasis on projects IS primarily the parents whose influence is overpowering the rural homes will have no electric lights 
due to their high visibility which leads to in roughly the first IS years of a child's life, andlhusiiis vitalloprovideiheschoolswith 
great political advantages for both the donor Even if one succeeds in curricular reform, electric lighting. Ilie whole system will 
and recipient country governments. A more it will requite a gigantic effort in terms of require the active paiticipaiion of teachers 
serious look at the policy brings out a budgetary requirements and teacher training who can be provided an additional 
fundamental difficulty with education, programmes. One may see no genuine remuneration for carrying out the tasks of 
j Education is a long-drawn out process, progress even in 20 years or so. Thus it seems operation and maintenance of the system, 

y Schooling on an average takes some 10 to more profitable to considerotheraltematives Writingisanenormouslymoredemanding 

12 years. At the end of it the young person to make education more effective. activity and requires handling with much 

concerned rarely possesses a saleable skill. The rest of this essay will consider a more imagination There are two distinct 
As a matter of fact this is intuitively felt by possible set of alternatives and the processeshcre.Oneisthemechanicalprocess 
most poor parents. No wonder that the methodology by which the aid system can of reproducing the alphabetical characters 
percentage of children in the relevant age assist. The discussion will he restricted to and I cannot come up with anything superior 
group in secondary schools drops to less school level in general and engineering to the old-fashion^ copybotA approach, 
than half of what it is for primary schools, education at the teitiary level. The reason The second is the creative pari and the more 
It is also pointless to blame (he poor for for this is the author's familiarity with work • difficult one. The space available here does 
their short-sighted behaviour. One example in these two fields. Further it will concentrate not permit one to elaborate on this i.ssiic. It 
from India is sufficient to illustrate the ontryingtoliveuptothedefinitionprovided is obvious that what one requires here is 
enlightened behaviour of the populace in earlier, education is about acquiring skills, some sort of teacher's manual to facilitate 
India. Vasant Gowarikar (1994) in a Moreover, we will concentrate on India as formulation of appropriate exercises for 
demographic .study of India points out that far as examples go. writing. 

the etude death rate in the period 1961-91 Traditionally one is busy at school Arithmetic, being an engineer, is the thing 

dropped by a gigantic 57 per cent. This is acquiring three skills, the so^alled three (hat I am most at home in. This is also a 

to be read together with the fact that even R's.nameiy.reading.writing.andarilhmctic. limitationinlhcsenseihatonecangetcarried 

in 1991. 52 per cent of this populace was Aspoimedoutearlier.practicemakesperfeci. away by one's knowledge rather than the 

illiterate. A more remarkable feature is that Thcchildrenneedioacquircskiltsbyreading necdsofthiscssay.ThusIwillsalisfymyscif 

there was no monetary incentive for the different types of reading materials, by relating an anecdote from a play In 

population to get immunised and to avail of Unfortunately poor homes with probably Kannada by a playwright whose works were 

the medica] services when in need. There i.s illiterate parents cannot provide bdoks for very popular in the erstwhile Mysore state 

no doubt that government's efforts at assistingthechildrcntoacquirercadingskills, (now pari of the stale of Karnataka) in the 
controlling the major diseases such as Agreaterproblemistheavailabilityafbooks mid-]940f and 1950s. The play is called 

smallpox have a played a role as well. Be thataresuitaUeforthechildreninaparticular 'Poli Kitty’ (loosely translated as ‘Kitty the 

that as it may it is fundamental to recognise regirm and in the language of the region. Loafer’), ft is about a young boy who is a 

that the people may be poor, they may be Thus books need to be written. Teachers are school dropout. He makes hilarious and 

i illiterate, but they are intdligent enou^ to underpaidinmostofthedevetopingcountries highly telling comments about the type of 

jj and might welcome an opportunity to IT e •'*' ilafitl -tic Or • lyoe of work - ' 





wttcalled 'nidMgaoltIui’daMdytraiiilated 
u ‘rate arithmetic’). It euentialiy was dwut 
xeparing a bill of materiaU by a grocery 
tOK. Kitty’s problem was that the materials 
avte not eltber eaten or used by him, his 
amlly or friends. Thus he dismissed the 
whole .school business as irrelevam and 
useless for the life of people of his kind. The 
liatisties quoted earlier seems to suggest that 
he attiuide of rural India in this legard docs 
lot seem to have changed a great deal. In 
ither words these skills that need to be 
miversal are simply not learnt due to the 
nanner in which th^ arc presented. What 
vas required in the example above was a 
Here adaptation to the Inc^ weekly market 
ituation as against a big busjnc.ss house 
ndulging in large-scale sales. What this 
-equlres is preparation of texts tuned to the 
ui^ situation. Many an academic is likely 
o frown upon this approach. The only 
iefence I have for the approach is; “It is not 
ufTicient for justice to be done, but it should 
o be done as well.” Thus the argument here 
s a case in point about the importance in 
cquiring skills rather than learning in 
ibstract. There is a time and place for 
ibstraction; it cannot definitely be the rural 
chool. Toni Morrison deriding the comments 
bout lack of support forchildrenfFomsinglc 
larent families in the US was emphatic about 
he need for the whole community to be in- 
'olvcd in educating children. If rur^ commu- 
lities have tu be involved in this process, the 
vork in the school should be seen to be 
upporti ve of the activities in the community. 
As one moves up in the school grade one 
uns into an extremely exciting as well as 
lifTicull subject - science. A major problem 
/ith science is that much of it requires some 
orm of laboratory and this for all practical 
ntrposes is simply not available in a rural 
chool. But fortunately the nature around us 
iruvidcs a gigantic laboratory. To give an 
example from physics, putting a short pole 
n the school backyard and iraci ng the motion 
■f the pole's shadow according to the time 
if day and season is good science. No doubt 
: is a slow process, but learn one will. There 
annot be a better place to learn biology than 
rural area which thrives on agriculture and 
nimal husbandry. Again the textbooks need 
a be tailored to these surroundings. The 
Ttxess will automatically involve the rural 
opulation. 

However, there is lot of science that 
Hpiires laboratory experiments. To give a 
imple example: airconsists mostly of oxygen 
nd nitrogen. Hundreds of .such facts are 
rammed into school textbooks. A good 
aboratory experiment will relate this 
lyawledge to one's surroundings. Simple 
quipment to measure length, volume, ma.ss. 
me and temperature are available at 
eceptable prices in many countries. A great 
cal of innovative work has been done to 


itiakekue of luch equipment in meaningfiji 
ways tbit provide alternatives to glossy 
imported laboratory equipmetK. Somehow 
most of these are bottled up in experimental 
inalitulions and do not seem to have 
percoiated to an average secondary school. 
Ways must be found to disseminate the 
available ideas to schools everywhcic. 

Even this probably will not meet (he total 
needs of an acceptable laboratory. They may 
have to be tupplcmenicd by mobile 
laboratories which can provideopportunities 
to do more complex experiments. Such 
mobile labs can service about half a dozen 
schools in a radius of .^0 kms or so. These 
labs can iUso cany video systems that can 
provide demonstration of specialised 
experiments carried out by a competent 
communicator. 

Most of these will be greatly assisted by 
the formation of teachers' associations. One 
suspects that such associations exist at 
national level in most countries. What is 
required is the formation of local chapters 
serving a dozen or so schools. Such chapters 
can meet more frequently and learn from 
each other about the innovative activities 
that each school is currently engaged m. The 
idea of such meetings would be to break the 
isolation in which most rural schools work. 
These can be supplemented by parent-teacher 
associations. iScse will assist m not only 
involving the parents actively in the local 
schools but also might help in enlisting 
volunteers from the local community in the 
educational enterprise. 

The aid system can help in this whole 
procrssinanynumberofways. It can provide 
assistaiKe by way of money for writing 
books, building of mobile libraries and 
laboratories, assist in the work! ng of teachers 
andpareni-ieacherassociauoas.etc. Probably 
the mo.st dirficult part of such work will be 
of an organisational nature. The mo.st fruitful 
way of going about the business is through 
the participation of local NGOs In the 
developing countries. Since the emphasis 
here is on work at a local level, the budget ary 
requirement for such local effons is bound 
to be small. The aid bureaucracy trained as 
it is in handling large projects will find this 
work too taxing on its resources. Most senior 
ofTicials in aid organisations have realised 
this forquite some time and have been trying 
to farm off this type of work to smaller 
institutions that can operate with less rigidity 
and with more flexibility. The school system 
in the aid giving country has accumulated 
a great deal of knowledge in the lechniqiie 
of imparting skills to their wards and it is 
vital tu tap this resource for assisting in (he 
process of development. 

We now move to tertiary education. This 
is a vast subject with a bewildering diversity. 
Thus we reitrictour attention tothediscipline 
of engineering and in a geographical sense 


to India. Engineering education in India 
occurs at three classes of institutions; so- 
called polytechnics, the degree course 
institutions (mqjority of these are what are 
called affiliated colleges) and university 
institutions (where a mix of first d^ree and 
postgraduate education occurs). In general 
(he university institutions lend to model 
themselves along (he lines of centres of 
excellence in education and research. They 
have neither patience with nor time for (he 
hewers of wood and the drawers of water 
mentioned earlier. Thus if one is looking for 
possible opportunities for interventions that 
can lead to engineering inputs for rural 
development work, the remaining two seem 
to be the best candidates. Here also wc will 
restrict ourselves to the degree course 
institutions. This is based on a premise that 
design IS the backbone of much engineenng 
work and it is likely to be taught in an 
engineering college rather than in a 
polytechnic. Another reason for this choice 
IS ihai these institutions can receive inputs 
from university institutions fur their 
upgrading and possibly themselves be 
providers of inputs for upgrading the work 
of polytechnics. The third reason for this 
choice IS that there is a greater chance of the 
degree course institutions of being away 
from the hig metropolitan cities, The hope 
IS that they will have more students with 
roots in rural life andIhuscanhaveagreater 
vested interesi in rural developrnem. 

Since the degree course colleges are 
affiliated In a universits, they, just as we 
stated for schools, are also not freetochange 
their curricula in addition the fadliiies they 
possess arc not comparable with university 
colleges. However upponunitiesdoexist for 
these institutions to be actively involved in 
engineenng work that is of relevance to rani 
areas. As wc noted earlier design is the 
backbone of all engineering work. Much of 
the dcsi gns currently emplnved for a variety 
ot equipment is bo^-owed from industnalised 
countries. In many cases these are also 
obsolete In particular there are no 
engineering textbooks that consider 
appropnaie technology as a means to bring 
the benefits of technology to l)ie poor. Thus 
one could consider introducing these 
technologies as pan o( design exercttc. The 
drawback with these lechnotogies is that 
they all have a characteristic of hackyaniof 
tinkering.Thismay sound somewha pedantic 
if one notes that two famous technologies 
that have transformed life on this pUnct bi 
the last 25 years had their origuu inumaed 
garages - the jet ei^ine (the pnme mover 
hdrind modern air travel) was developed by 
Frank Whittle in a garage and the personal 
computer was developed by Steve Jobs as 
a college drop-out in a garage as well. 
However, to make them into praducti thil 
are usable by the many reqiutiei somelliing 
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quite difTerent from backyard approach. Hius 
one requires manuals for leachm to use as 
aids in introducing these technologies on a 
sufficiently large scale. Here large scale does 
not imply a centralised production system, 
but a large number of small production 
systems. Preparation of such manuals could 
be an important task of engineering college 
teachers. They must be remunerated 
separately for such work. 

These institutions have a more direct 
opportunity for interventions in rural 
development. Most degree courses at part 
of their curriculum require a piece of 
dissertation work. Engineering work that i.s 
concerned with rural development can be 
thought of as sound candidates for such 
work. A part of such work can consist of 
a study of existing technologies operating 
in the rural environment. The studwts can 
also be involved in actual projects that arc 
being executed by diverse agencies in rural 
areas. Such projects can be of civil 
engineering innaturcinvoivtng construction 
of buildings, irrigation dams (small, medium 
or big), road building, etc. They can be 
mechanical engineering in nature involving 
energy systems such as biomass based 
gasifiers, biogas. briquetting, stoves, etc, 
other mechanical tooLs commonly used in 
agricultumi practice for farming or post 
harvest proces.sing, transportation systems, 
and a whole host of rural industries such a.s 
production of bricks, time, textites, etc. They 
can be electrical engineering in nature 
primarily involving niral electrification. Such 
studies wilt not merely create an awareness 
of the challenges involved in this class of 
work but can create a fund of new ideas for 
design and operation of such systems. Apart 
from this projects of rural development can 
provide summer employment for students to 
cany out certain types of tasks depending 
on their interest and capability. Such work 
can be beneficial for projects as well as 
provide vital experience for the students. 
The teachers of engineering colleges could 
he provided some remuneration for the 
supervision of such work. 

The aid system againcan play an important 
rule in this activity. The aid system provides 
issistance to many rural projects around the 
world. For any new projecuit could earmark 
I certain proportion of the project budget for 
Hich activities. It could actively suggest to 
he project formulators that such activities 
leed to be an integral part of the project in 
irder to qualify for assistance. For project.^ 
hat are already under way the project 
^xeculors may be instructed to enlarge their 
Koject to include such activities. Of course, 
lid can also be provided for projects that are 
wt necessarily sponsored by an outside 
tency but by the national and local 
'ovenunents for the inclusion of studem/ 
eacher participation in their work. 


This is yet another important manner in 
which the aid system can provide practical 
assistance. Over the yean a substantial 
amount of assistance has been provided for 
appropriate technology projeM. Most of 
tbM projects have ctdiected considerable 
amount of information. Most of these are 
locked up in Die foim of limited cireulation 
lepons. Copies of all such nspoiti could be 
madeavailabletoalltheengineeringcolteges. 
It could further sponsor work that wil I collate 
this information into suitable handbooks of 
appropriate technologies. These can then be 
us^ to develop suitable teaching manuals. 
Substantial proportion of this effrai can be 
carried out by the engineering college 
teachen underthesupervisionofthe faculty 
from the university institutions mentioned 
earlier and/or suitable people from the aid 
gi vingcountry who havead^ateexperience 
in this class of work. There are at least two 
organisations in India that could actively 
participate in this type of work. One is the 
Institution of Engineers which has local 
chapters in many large cities. Thi s idea could 
be extended to many other places than exist 
now. The aid system can assist in thi s process. 
The second organisation is the so-called 
Quality Improvement Programme which 
provide short-term courses as well as provide 
opportunities forengineering college teachers 
to acquire higher education in universities 
leading to doctoral degrees. Many such elTorts 
are stymied for lack of funds. The aid system 
could encourage such type of work with the 
proviso that the work is relevant to rural 
development. 

This essay started out with a brief 
assessment of the current situation of aid to 
developing countries. The main conclusion 
was that the aid money is quite small in 
relalion to the needs of development. The 
prospect of this money increasing 
significantly in the foreseeable future teems 
dim. However it is also clear that it cannot 


be dismissed aa inelevtnt for the needs of 
development. The enqihMls in this work 
has been on ntral population dial is pre¬ 
dominantly poor. It is alto aueited that 
the best way to help this population 1« to 
upgrade their skills. It seems best to do this 
through interventions in the education 
system. 

It is not the intention here to sug^st that 
the aid system is not providing assistance 
for improving the education systems. It is 
however, oh vtous that education where most 
needed has not received adequate attention. 
Moreovertheidcas formulated here advocate 
interventions that are local in nature rather 
lhan help according to some grandiose 
schemes based on a profoundly new 
educational philosophy. We also reject 
solutions that look for brand new alternatives 
that putpoft to bypass the existing educational 
systems. The intention is to upgrade the 
existing system so that they perform more 
effectively. It by and large involves in 
providing certain amount of facilities which 
will strengthen the learning process. 

The essay for obvious reasons has not 
covered all fields of education. There is 
little doubt that similar ideas can be 
implemented in other fields of education as 
well. An important point made is to involve 
education as part and parcel of the 
development activity instead of it being an 
isolated endeavour. 

Note 

I All the data reported here are from the Wiirkl 
Dtvtlopmtni Rtpurt I99J, World Bank 
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General Elections 1996 in Bihar 

Politics, Administrative Atrophy and Anarchy 

Waiter Hauaer 

The trends in the October 1996 by-elections in Bihar appear to confirm the results of the Lok Sabha election 
of April and May 1996 in the state. The Janata Dal (JD) is under political and electoral stress while the BJP 
and the Samata Party alliance is emerging as the largest beneficiary. The JD in Bihar is a victim of organisational 
weakness as a party and its near-total reliance on the person and career of Laloo Prasad Yadav. 


1 

THE year since the parliamentary elections 
of April and May 19% has by any definition 
been one of the more remarkable times in 
the history of the Indian polity. One must 
go back to late May 1964 and the death of 
Jawaharlai Nehru, or to the ominous days 
of June I97S and the emergency of Indira 
Gandhi to identify points in the 50 yean of 
India’s freedom so potentially compellingin 
their political import as the events of the year 
past. Few will perhaps recall the anxieties 
widely felt but seldom expressed about the 
nation's future in the absence of its first 
prime minister and one of the brightest 
luminaries of the generation of founders. 
And in 1997, even June 197S is little more 
than a remote memory in the lives of vast 
numbers of Indians. 

It is perhaps useful therefore to recall that 
as significant as these carl ier Uansit ions were 
in the potential directions and perceived 
dangers they posed to the body politic, the 
nation not only met them with a firm resolve 
but in the process affirmed the democratic 
idea as the guiding principle by which 
‘Bharat’ that is India would govern itself in 
representing the common weal of iisciti/ens. 
It was precisely the institutional structures 
of government the people gave themselves 
in the Constitution of 1950 which resolved 
the perceived crisis of succession in 1964. 
And it was the mechanism of electoral politics 
enshrined in that same Constitution which 
resolved, in the massive vote of 1977, that 
India would govern itself from that time 
forward by the democratic will of the people. 

I recite this history as a reminder to those 
of us, who, whether academic observers or 
citizen participants in the life of the nation, 
that tMiereas government and party politics 
may be under stress in the SOth year of 
fte^m,theconstitutlonal instnimentalities 
for keeping the system on course are I n place, 
and in some cases indeed, resilient. And 
mme it more lesiliem than the electotal 
process itself, whatever its marginal flaws, 
and the fice' vote of the people it assures. 
The central aigument of this brief inquiry 


into the llth general election in Bihar is 
precisely that it is The People’ who ate the 
central players in the politics of democracy 
in the late 20th century, just as they were 
the central constituems in the politics of 
freedom in the 1920s, 1930s, and 1940s 
leading to their tryst and that of Jawaharlai 
on August IS, 1947. As everyone agrees, it 
is a destiny yet to be fully raised. But it 
is in the seeking and the achieving that a 
fuller measure of political, social, and 
economic freedom for all Indians, from all 
castes and classes, and beginning with the 
(xiorest of the poor in the most remote 
mofussil villages of the land, that those goals 
and that destiny will ultimately be realised. 

These meanings of democracy were defined 
by that great American president of the 
common man, Abraham Lincoln as 
governance of, by, and for the people. That 
it is an ideal seldom achieved and very often 
at tragic cost is an idea poignantly made by 
Carl Sandburg >» a remarkable collection of 
poems published in 1936 under the title The 
People, Yes.' Sixty years later I cuinot resist 
quoting from this poetry as an introduction 
to these brief reflexions on the llth general 
election in India and more specifically in 
Bihar. Sandburg writes: 

The people will live on. The learning aitd 
blundning people will live on. 

They will be trickXl and sold and again sold 
and go back to the nourishing eanh for 
rootholds. 

The people so peculiar in renewal and 
comeback. 

You can’t laugh off their capacity to take 
it. 

The mammoth resu b^ween his cyclonic 
dramas. Yet, 

There are dreams stronger than death. And 
finally. 

Who thXl speak for the People? Who has 
the answers, when is the sure interpreter? 
Who knows what m say? 

It seems fully appropriate to cite these 
vivid images of the American poet in 
re mem bering the 21 peasant women and 
ctnldren of Baihani Tola in Bhajpur (Ktuict, 
who were murdered in cold Wood on 
July 11.1996, and to remember their kinsmen 


arxi fel low vi I lagers who conti rare the struggle 
for justice and decency in the killing fields 
of Bihar. One might make the some appeal 
to memorialise the 10 landless agricultural 
labourers of the MusaharTola of Hribaspur 
village in Patna district, who were lured from 
their homes and celebrations on March 23. 
1997, the eve of Holi. not to be fed but to 
be massacred: or to thceight lohan.chamars, 
dhobis, and kahars of Ekwari village in 
Bhojpur. including four women, who were 
raped and murdered by the Ranbir Sena with 
the connivance of the local police on April 
10. And the list of villas and victinra goes 
on in a continuing litany of mayhem and 
killing; Belaur. Kbopira.Chandi,Charpokliri, 
Patalpura, Nonaur. Narhi, and Khanei to J 
name but a few ' 

And one might well add to this list the 
political killings of Chandrashekhar l^asad 
and Shyam Naitdan Y adav, CPI(ML) cadret 
addressing a street meeting on March 31, at 
theJPChowkinSiwan.ThiswasavariatiM \ 
on the "nontial” panem of agrarian violence 
in Bihar to be sure, but a serious reflectioo 
nevertheless, in the matter of civil political 
discourse. The irony of the Siwan kilKiip 
happening in JP Chowk, or that Shyam 
Naiidan Yadav. orre of the victims waa from 
Ziradci, the hnme village of president 
Rajendra Prasad will also not be k}tf on moa 
readers. Nor is it perhaps a coinckknoe dipt 
those killings were allegedly commMtoJ by 
the heiKhmen of Shahabuddin. the local ID 
M P, himself under a charge of murder going 
back to the day of the May 1996 Lok Sabha 
elections itself, or that Shyam Naodan Yadav 
had contested agaiiut Shahabuddin in bath 
the 1990 and 1993 assembly decriont. 

That Habaspur, Ekwari. and Siwan 
happened only a matter of days after Laloo 
Pruad Yadav's ‘Mahatailla' or Gaiib Rally 
on Match IS. perhaps also lellt us much 
abotw the natureof politics and adm in islra t KBi 
in the Bihar of 1997. The rally was widely 
hailed by the chief mmisier's supporten, 
including prime minister Devc Cos^ who 
was in Patna for the event, as a p o wer ful 
confirmation of Laloo's populiat ap p eal 
among the poor and the dnpmsessed. Urn 




' Iv -■ 11 1997 



I* .if* i.-’urtirtb'? 




public pieu viewed the rally and ib massive 
expenditure of rupees more soberly a* an 
exercise i n public and private extortion while 
the administrative apparatus of the state was 
put at the political service of Laloo Yadav. 
The perceptions of the poor who came or 
werebrou^ to the rally, and who left without 
the saris or dhotis they were promised has 
not been widely documented but is certain 
to be a political issue in the weeks and 
months ahead. 

This recent history reveals that the killing 
fields of Bihar have over 2S years become 
the site of persistent warfare against the poor, 
the weak, and the exploited of the rural 
countryside.’ This violence is not new. What 
is new is that in the seven years of Laloo 
Prasad Yadav's chief ministership as the 
populist champion of the poor, the problem 
has become endemic. 

In the meantime no solutions appear to be 
in sight as Bihar descends into a state of 
‘administrative atrophy' and ‘anarchy’ to 
quote recent observers.' The ciliawn victims 
of this crisis environment continue to be 
brutalised while the political leaders of the 
JD m Delhi and Patna concern themselves 
with the apparently graver issue for them of 
Laloo Prasad Yadav's right or suitability to 
continue as president of the JD in the shadow 
of major fodder scam charges.'* The chief 
minuter himself refers to those charges of 
the CBI, now awaiting sanction from the 
governor, as his “hour of crisis”.* Whether 
or not the current confrontation results in a 
split of the JD, the fact that an issue which 
is plainly an internal party affairhas escalated 
to the level of charge and counter-charge in 
the Delhi High Court between Laloo and his 
working president Sharad Yadav. gi vc.s cause 
for pause and deep public cynicism. And this 
micro-management by the courts, inevitably 
makes any political anxiety about judicial 
activism less compelling. 

And all the while governor A R Kidwai 
of Bihar takes issue with the union home 
minister over whether Bihar is indeed 
suffering from a crisis of law and order. The 
more serious issue in fact is whether the state 
is on the verge of infrastructural collapse at 
the most fundamental levelsofadministering 
a civil society. It is that issue which will 
define the political pronie of the state in the 
weeks and months immediately ahead and 
it is that issue in its complex permutations 
which will determine the political and 
electoral future of the chief minister and his 
allies and opponents. And it is the people, 
the citizen voters of Bihar who will, in the 
final analysis, make those decisions. They 
are decisions obviously which will bear 
heavily not only on what happens in the 
politick life of Bihar, but that of Delhi .as 
well. And as we know well, it was in late 
April and May of 1996, that the voice of the 
people was firmly expressed in thisdecision- 


making process. It is significant to leirall that 
they did so for the llth time since the 
achievement of freedom in 1947. 

While some presume that the message the 
voters sent in 19% was not clear, I submit 
that it was patently clear to those who would 
listen. Among other things, it was that the 
govemmenis of 1996 and 1997, as all their 
predecessors have learned, some more 
pointedly than others, hold office in this 
democratic land by the will and at the 
sufferance of the people. The word that comes 
mnstquicklytomindcodescribe this political, 
historical experience is accountability. One 
presumes that Deve Gowda. Gujral, Kesri, 
and Laloo Yadav, among many others, fully 
understand the political implications of this 
fact, hence their collective and legitimate 
anxieties about hwing the voters in apotentiai 
12 th general election before its appointed 
lime. 

The result of the people’s choice in 1996 
is a strong move in the direction of a regiona- 
lised politics and a continuing sequence of 
coalition governments at the centre. The 
countervailing logic to this trend is that of 
a nationalising and centralising BJP. though 
that perception must immediately be qualified 
by the obvious fact that the BJP, barring a 
sea change in national voting patterns, must 
inevitably rely on regional party support 
should it aspire to power at the centre.* 
There are two other related and significant 
features ofthe Indian polity in 1997, namely, 
(hat of an activist judiciaiy, which is both 
driven by and seized with the second domi¬ 
nant issue, that of political comiption. There 
are of course legitimate anxieties about the 
infringement of the courts on the executive 
and legislative authority ol government.’ At 
the same time it must be said that there is 
a strong anti-corruption mood in the country 
and that (he activism of the courts i.s in fact 
widely endorsed by the people. It is also 
widely suggested that the judiciary has in a 
very real sense stepped in by force of 
circumstances to fill the vacuum left by the 
other two branches, or as in the case of 
political corruption, caused by them. My 
point here is not to review the history of 
political scandals at the centre or in the 
states, and I will raise the issue for Bihar 
only to reinforce my point about the people's 
sensitivity to what are obvious issues of 
concern in their daily lives. 

One of these is obviously the fodder scam 
and it must be noted that the issue stands 
where it does in 1997 not only because of 
the investigations and charges of the Central 
Bureau of Investigation, but because (ft the 
monitoring of the case by the Patna High 
Court through the division bench of Justice 
S N Jha and Justice S K Mukhopadhyaya 
atbespeciricdirectionoftheSupmneCoun.' 
That Bihar has been defrauded of an estimated 
Rs 950 to I ,S00 crore, the largest part of (hid 


amount in the yean since 1990. a pegiod 
when the etdef miniiter also held the finance 
portfolio, has implications for the fiscal and 
infrastructural integrity of the statethal should 
be obvious.* Even the lower figure of Rs 950 
crore,comes to Rs lOOforeveryman, woman, 
and child of Bihar's population, now 
exceeding 90 million. If the scam was news 
to the political elites of Delhi and Patna after 
It broke into public view in January 1996, 
it was certainly less so to the citizen voters 
of the state, a fact which seemed patently 
clear in the results of the Lok Sabha election 
of 1996 and the 10 assembly by-elections 
of October 1996. 

Given this evidence one then wonders why 
or how 19% was .so widely viewed as an 
election without issues. For example, the 
historian Rqjat Kama Ray wrote pointedly 
about 19% that, “if there is an i.ssue in the 
forthcoming elections, the adult population 
of India has not located it yet”. Fiitding no 
evidence of ‘market, Mandal, or iruindir’ in 
the campaign, Ray then notes the profound 
di.sillusionment of (Iw electorate with every 
political party. He allows that “India's vast 
electorate [is] at the moment entirely witiioul 
a sense of direction’’."’ To be sure the 
electorate may bedisi I fusioned, but to suggest 
that they have no sense of direction somehow 
misses the point about the nature of demo¬ 
cratic politics. Ray’s assumption that only 
the pwies and the politicians define the 
issues has an element of truth to be sure, but 
in the end it is ultimately the people who 
make that determination. And for the people, 
central among many issues in 19% was 
obviously corruption as Jayalalitha, Laloo, 
and Norasimha Ruo, among others, might 
ultimately agree. That certainly appeared to 
be (he case in Bihar 

n 

There were many rich ironies in tile political 
drama played out in Delhi tn the days 
following the election of 19% and before 
the ascension of Deve Gowda, none perhaps 
more poignant than those involving the 
president of the JD and the sitting chief 
minister of Bihar. Laloo Prasad V adav. Bardy 
48 at the time. Yadav has now served as chief 
ministerof India's second largest state longer 
than any of his predccesMrs other than 
Krishna .Sinha, who as.sumcd that office as 
early as the first Congress ministry in 1937, 
and remained chief minister without 
interruption from 1946 until hia death in 
l%I. Igloo's seven plus years In office is 
accordingly an impiessi ve record of political 
longevity by any standard. 

But the ironies of May and June 19% have 
only been compounded in the year since, 
involving the leadenhip of (he Congress and 
most especially that of Sitaram Kesri, the 
entire leadership of the JD and the United 
Front (UF). and finally and most criticaily 



of ooiBW, Laloo Pnuad Yadav himtelf. It 
ii Ml fbminn as ttw chief accused in the 
Bihar fodder team on which not only hit 
chief minitterthip retts, but the ID as 
government in Bihar, its integrity uaunified 
party in Patna and Delhi, and (he UP as 
governing coalition at the centre. For good 
or ill. Laloo it effectively the central figure 
in Indian politics in mid-1997. though I will 
attempt here to confine myself to his role as 
the main political player and still widely 
popular chief minister of Bihar. 

Laloo Prasad Yadav was named leader of 
the JD legislature party following the 1990 
assembly elections and became chief minister 
in March of that year. In the Lok Sabha 
elections ofMay arid June I99l.the JD won 
32 seats outright in Bihar, and with the 
support of its National Prom - Left Front 
allies, the CPI with eight seats, the CPM one. 
the Jharkhand Mukti Morcha with six, and 
one independent, it controlled 4ft of the 54 
seats. The B JP won T^ ve seats in that election, 
all in Jharkhand, and the Indian National 
Congress, one seat, in Begusarai. This was 
a political dominance for the JO and its 
NF-LF partnen almost unknown in Indian 
electoral history. 

It was a dominance confirmed in the 
iegislativc assembly elections of 199.5 when 
l.atoo’s JD wave literally swept aside all 
oppo.sition with a majority of I6S scats in 
an assembly of 324. With its CPI (26) and 
CPM (6) allies, the JD thus controlled 196 
seats, and with 41 seats the BJP trailed far 
behind os the main opposition. Congress had 
.30, the JMM 16, other Jharkhand parties 6, 
the CPI (ML) 6. the recently formed 
Samata Party 5, independents 13, and other 
parties 10. 

On the surface this appeared to be both 
an enviable and an unassailable position of 
power, and Lai oo'sown image of in vind bility 
was confirmed by his being named all-India 
president of the JD in January 1996. This 
followed on the resignation of S R Bommai 
**10 dispel the cloud of suspicion against him 
in the Jain huwala case”." It was coin¬ 
cidentally in January I996thutthcrirslrepnns 
of the Bihar fodder .scam began to .surf ace 
into public view Apart from the obviixis 
ironies in this history, it was only when he 
was named JD president that the Delhi media 
began to uke serious notice of Laloo Prasad 
Yadav and almost immedioicly began to sec 
him as a potential candidate for the pnme 
mlnistetship. For five yean he had been 
widely dismissed by (he urban press as a 
niMic buflbon, speaking not only the language 
but using the social idiom of the poor, yet 
now he was seen as a prime minister-in- 
waiting. Of counc.boih images were flawed, 
the 5m because It ignored the absolutely 
brillianl skills of a complex and consummate 
populiH political campaigner and vote-gener, 
the second becauie it ignored what ore widely 


considered to be his limits as an administra- 
tn* and hii apparml failure to apprehend 
Ibeveiy idea of systematic development 
and change, leave alone to engage in its 
imptemenmion. 

In the meantime, with Laloo’s new image 
as a major political player, prominent 
residents of Delhi's diplomatic enclave soon 
found their way to Patna to meet this political 
wonder of the common man, and the chief 
minister assured one and all l!iat his second 
term would be one not only of social justice 
for (he poor, stability and commun^ har¬ 
mony, tot economic growth and develop¬ 
ment. And trips to south-east Asia and the 
US, and the P^a conference ofNRIs. who 
signed memoranda of understanding galore, 
seemed evidence enough to the Delhi press 
that the benighted Biharis had finally found 
a leader to match their rich potential. There 
was scarcely a weekly newsmagazine or 
newspaper supplement that did not carry a 
feature story of (he redoubtable Laloo as 
campaigner and man of the people. ‘Laloo 
bhaiya'was described asthe raja,the mcssiah 
of the poor, the 'desh ka neta', who would 
carry the message of social justice, .self- 
respect, and economic redemption for the 
pour of Bihar, to Delhi itself. Indeed, ‘Dilli 
chalo' became both the symbol and sub¬ 
stance of the chief minister's campaign 
message in 19% 

His public self-assurance carried through 
the final days of campaigning asdid the press 
reports suggesting that the voters were indeed 
mesmerised by their 'Laloobhaiya' and were 
solidly behind him, the complaints of people 
along the way about roads, electricity, 
pensions, pakka houses, and (he subsidised 
saris and dhotis he had promised everyone 
below the poveny line, notwithstanding. Of 
course. Laloo promised everything in good 
lime, explaining in the mcaniiinc his repeal 
of toddy lapping and fishing taxes, among 
other measures meant to benefit the poor.'- 

By campaign's end Laloo was moving ai 
a killing puce, making as many os seven or 
cighi campaign slops a day, at one hour, and 
sometimes 3()-minute intervals, travelling 
by helicopter, then finishing, as he did at 
Kunha in Jehanabad consluuency of central 
Bihar on May 2, with village .stops along the 
wayinhis 'gBribchctnaraih' Thisconvened 
bus was used literally and figuratively as the 
vehicle to project the awarencs.s and self- 
respect of (he poor. it wasalowkey approach 
tot briHianily effective in the hands of this 
quinlcsscntially populist chief minisicr.This 
was not (he rath of the south Indian movie 
heroes turned politician, or of Lai Knshna 
Advani of the BJP, but an entirely unpte- 
lentious rath of the poor, (he common people 
of rural Bihar. 

And when he in viied them to Delhi fortea. 
or to vote for the sitting CPI candidate in 
Kunha, “who will raise his hand on my 


behalf, to the poor will have a voice in 
Delhi”, bedid so with understated calculation. 
When you make me the prime minuter, we 
will bring money from DMhi to help the poor 
of Bihar, he said. In all of this he neither 
appeared disingenuous, nor was he lecturing 
at his peasant audience of4,000. but in effect 
talking with them, as if he were sitting in 
their village huts, as in fact hcoften did. They 
laughed with him when he explained that 
many untouchable musahars now had pakka 
roofs on their houses, whereas poor upper 
caste bhumihar brahmans did not, liut we 
will do that too. if you vote for the CPI/JD 
ticket”. 

He was quietly tot pointedly reinforcing 
(he social justice theme of his first term, of 
assunng 'izm ', i e. self-respect to the socially 
and economically depri ved of the land. Then 
he explained in great detail how to vote, how 
to mark the ballot, how to stamp it on the 
appropnate pany symbol, how to fold it and 
place It in the ballot box. as he litetaliy 
dropped a sample ballot between the 
microphones where he was seated. It was a 
disarming and impressive performance, and 
while (he voters of this constituency gave 
his candidate a strong winning margin, for 
the state as a whole, of course they did not. 
My sense was that the peasant voters at 
Kurtha were intent on listemng and learning, 
and they were often amused by their chief 
minister, with whom they fdl compleidy 
relaxed, but they were obviously not 
mesmerised, as the press almost inevitably 
presumed. My reading is rather (hat much 
of the press was mesmensed, as were many 
of Laloo's political associates and allies in 
Delhi and Patna. Only since Ins immineat 
chargc-shceting in late Apnl and early May 
1997. has-c they begun In distance themselves 
from the chief minister. 

Based on (he 1996 election results one 
mighi infer that the voters were raiher mane 
perceptive at an earlier puim in time about 
whai in fact was happening than much of 
the political leadership. For example, 
comparing (he 19% Bihar results with 1991, 
(he JD dropped from 32 to 22 of the S4 Lok 
Sabha seats, the CPI from 8 to 4 seats, while 
(he CPM lost its lone seat giving (he NF- 
LF combine in Bihar a total of 26. In the 
meantime the JMM stood independently of 
the NF-LF in 1996 and was reduced fniai 
SIX seals In one in the new parliament. And 
finally, Pappu Yadav, the kme Samaiwadi 
MP. while standing with (tie UF at the centre 
IS. however, vigorously opposed to Lakto in 

Bihar Itself. Andgiven (heapricipaiedchiige- 

shecling of the chief mimsicr in the fodder 
scam, (he entire Left, including the CPI is 
calling for Yadav's resignation, thereby 
leaving the parliamemary strength of the JD 
at Its base figure of 22, compared to the 4S 
seats Lalooeffectivelycumtullcd in 1991.*’ 

However one juggles these nunben. 
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Shahabuddin narrowly won this assembly 
seal over the Congress candidate while 
running as an independent. He then won the 
seat on the JD ticket in 1995, but with a 
substantial Samata Party showing. That 
Samaia Party vote went to the BJP in the 
1996 by-election, which lost to the JD 
candidate but by a margin of only 2,403 
vutc.s. This narrow margin suggests that the 
voten may be less dominated by the whim 
of the local power broker. Shahabuddin, 
now in jail, than once presumed. The 
emergence of the CPI (ML) in this north 
Bihar constituency, however minimal, is a 
development to be noted, especially given 
the murderous opposition of Shahabuddin 
totheirefTons. Finally, theeontinuing decline 
of the Congress, in the home place of India's 
first president, Rajcndra Pra.sad, is a visible 
phenomemm here as elsewhere in the state. 

Beluuul: In the Shcohar parliamentary 
constituency in the north-west quadrant of 
north Bihar, this wa.s hy any definition a 
prestige seal forihcJDandibechief minister. 
The 1995 incumbent wa.sRaghuhansh Prasad 
Singh, won the Vaishali .scat in the 1996 Lok 
Sahha election, and is one of the three JD 
MPs from among the 10 scats considered in 
this by-cleciion analysis to be named to the 
Deve Gowda ministry at the centre. That the 
.seat was won by Brishen Patel, formerly a 
JD MP now funning as a Samaia Party 
candidate, made the confrontation with the 
chief mini.ster that much more compelling. 
Notable here is the swing both to the winning 
Samata Party from ns 1995 showing and the 
dramatic intiucnce of the Samajwadi Patty, 
though not a significant force in Bihar politics 
overall, in determining the outcome of this 
election. The Samata Party vote was 
obviously also influenced hy the fact that 
another of north Bihar’s power brokers. 
Anand Mohan, won the Sheohar scat in the 
Lok Sahha election on the Samata Party 
ticket. It was presumably the very high stakes 
involved of so many major players which 
accounted for the dramatic increase in voter 
participation in this election, although short 
of closer inquiry, this logic can be no more 
than an estimate of what in fact happened. 

Warisnaitar (SC): That the JD won in this 
reserved assembly segment of the reserved 
Rosera parliamentary constituency situated 
in cemral north Bihar, is less significant than 
that its margin was well below 2.000 over 
the second place BJP candidate. And this in 
a Lok Sahha constituency where Ram Vilas 
Paswan. currently railway minister at the 
centre had won massively m the 1991 
parliamentary election. In 1996 he stood 
from Hajipur. and the Rosera scat was won 
by Pitambar Paswan, the incumbeni in the 
Warisnagar assembly seal. This was 
essentially a straight contest between the 
BJP and the J D wil h the other three cofilcsiing 
parties playing important if marginal roles 


in determining the outcome, though the 
Samajwadi and ML votes were more than 
sutTicient to prevent a BJP win. 

Jokhihai: This aeat in the Kithenganj Lok 
Sahha constituency of far northeast north 
Bihar was won by M Sarfaraz Alam, the son 
of Taslimuddin who had held the seat on five 
previous occasions, most recently in 199S 
as the Samajwadi Parly candidate. 
Taslimuddin won the Kishenganj Lok Sahha 
seat on the JD ticket i n 1996and was promptly 
named minister of state for home at the 
centre, hut then forced to resign under a 
cloud of alleged criminal involvement, to the 
considerable embarrassment of Deve Gowda 
and Laloo Prasad Yadav. 

Kaioria: This assembly segment of the 
Banka Lok Sahha constituency is situated on 
the eastern edge of south central Bihar and 
isnncuf the safest JD assembly seats. Katoria 
and Baikunthpur are the only two seats of 
the 10 contested in October 1996 where the 
JD made gams in its winning margin from 
1995. The incumbent, GirdJiari Yadav won 
the Banka Lok Sahha scat, and was replaced 
in the Katoria .scat by Bhola Yadav. 

Paliganj: This and the Piro constituency 
are two of the more complex in the political 
history of the slate in recent years, and 
involving some of its major players. The 
Paliganj assembly segment is situated in the 
Patna district but in the Arrah Lok Sahha 
constituency. The seat was won in 1990 by 
Ram Lakhan Singh Yadav as a Congress 
candidate, with the CPl(ML) candidate in 
second position and Chandra Dev Prasad 
VermaofthcJDadistantthird. In 1991 Ram 
Lakhan won the Arrah Ixjk Sahha seat as 
a JD candidate and ally of Laloo, then in the 


interim reverting to the Coogresa and 
accepting appointment in the Narasimha Rao 
ministry at the centre. And in the proceu, 
of course, severely alienating Laloo Prasad 
Yadav. In 199S.ChandraDev Prasad Verma, 
with massive support from Laioo won 
Paliganj on the JD ticket, the position from 
which Ik contested and won the Arrah Lok 
Sahha scat in 1996 to be named a minister 
in the cabinet of Deve Gowda. He reuins 
that position though currently underachaige- 
sheet ing cl oud in the multi-crore fodder scam. 
He has not been asked to resign by prime 
minister Gujral, presumably anticipating 
sanctions by governor Kidwai. As the table 
shows, all parties were critical playen in the 
by-election, but iiwasthchhumihar Jananlan 
Sharma of the BJP who won in this backward 
and scheduled caste dominated constituency. 
The spoiler role of the Samajwadi Party of 
Pappu Yadav ts again obvious in this dramatic 
turnaround and says much about the 
alienation among yadav voters in (his 
constituency from their chief minister, and 
reinforces the argument that caste is only 
one among many variables in this political 
environment. The Congress decline in the 
absence of Ram Lakhan was precipitous, 
following on his fourth place fini.sh in the 
1996 Arrah Lok Sahha race, trailing the 
JD. Samata Party, and CPi(ML), in that 
order. 

Piro: The 1995 incumbent in the Piro 
segment of the Bikramgunj Lok Sahha 
constituency on the west side of the river 
Sane, was Kami Singh. With undivided 
support from Laloo Prasad Yadav, she won 
the Bikramganj ixik Sahha seat in 1996 and 
was promptly elevated to the position of 


Tabu I ■ 1996 Assembi.y By-Eiectkin Resio-ts CoMrAxiu with 1995 Assembly Results* 


Coiuiilueney 

Year 

INC 

BJP 

Samata 

JD 

SP CPKML) Malgin 

Winner 

Baikunthpur 

1995 

29041 

2057 

1807 

.36725 

* 

- 

7684 

JO 


1996b 

1351 

- 

47832 

64389 

- 

- 

16557 

JD 

Ziradei 

1995 

9459 

28.34 

28.578 

42710 

.590 

1638 

141.32 

JD 


19966 

1904 

37148 

- 

39551 

1249 

2218 

2403 

JO 

Bclsand 

1995 

9.333 

2827 

4144 

42643 

2845 

- 

33310 

JD 


1996b 

568 

- 

33378 

31.598 

26228 

- 

17X0 

.Samaia 

WarisnagartSC) 

199.5 

27738 

7068 

2258 

55011 

1270 

- 

27273 

JD 


1996h 

11435 

27442 

- 

29195 

2223 

2893 

17.5.3 

JD 

Jnkhihot 

1995 

20813 

4385 

748 

20381 

36803 

- 

15990 

SP 


1996b 

219.33 

4808 

- 

41931 

29302 

- 

126.30 

JD 

Kalonu 

1995 

6340 

1.30,36 

9257 

3,3994 

- 

- 

20958 

JO 


I996h 

333.5 

14279 

- 

46157 

- 


31878 

JD 

Paliganj 

1995 

14038 

29609 

5217 

47481 

- 

24961 

17872 

JD 


I9%b 

1084 

34037 

- 

30908 

24104 

27728 

3129 

BJP 

Piro 

1995 

4214 

16605 

6)65 

.16076 

- 

23.372 

12704 

JD 


19966 

908 

- 

37383 

26794 

5I4C 

30717 

6666 

Samata 

Nabinagar 

1995 

1.5997 

4763 

7717 

28914 

947 

.3.361 

12917 

JO 


1996b 

1696 

» ^ 

56144 

48801 

1446 

2377 

7343 

Samata 

Barachatti(SC) 

1995 

8378 

13611 

3298 

38610 

2099 

11782 

24999 

JD 


1996b 

314 

27775 

- 

41404 

- 

8288 

13629 

JD 


* Results lor the 1996 Ly-elecliom. iknigiiaied hereof‘1996b‘in distinguish them from the 1996 
general election, are from The J/iWnxfnn Timet. Patna edition, October 21,1996. Retalu for the 
1995 axsemhiy election are taken from chief electoral officer. Bihar, Generol Eitifitm lo the Bihar 
ViiHum Sebiw. J995. Vols I and li (Paina; cabinet secietanat and co-ordiaation depanmenl 
(election sectinn|. 1995). 



inifterofitateiiiitiecabinetofDeveOowda, 
XMiliM the retains under Gujral. That her 
ro constituents hecicled her hand-picked 
ccetsor candidate in the by-election 
mpaign, says much about the decline of 
• fonuncs in this backward and scheduled 
ste agricultural constituency.’* The JD 
ndidate was a third place finisher after the 
mata Party winner and the second place 
’I (ML) candidate. The Samata Party 
nner was Shivanand Tiwari. 

Nabinagar: Thisconstituency inasegment 
the Aurangabad Lok Sabha constituency, 
the south-west comer of the old Gaya 
trici and in the heartland nf Congress 
ininance. As recently as the 19% purlia- 
rntuy election, Satyendra Narain Singh, 
: Congress chief minister of Bihar i n 19K9. 
J thesonof Anugrah Babu, a majorpolitical 
lyer of the 1930s, was a second place 
lisher in this Lok Sabha contest, and in 
:t won the Nabinagar segment with well 
er 33,000 votes. The Lok Sabha seat was 
in by the JD candidate and Nabinagar 
.-umbent, Virendra Kumar Singh, and it 
IS that seat which was being filled in this 
-election. Hie massive vote for the Samata 
rty candidate. Lovely Anand, suggests the 
rty's skills at mohi Using votes, in this case 
tnificantly of its rajput supporters, but 
rtainly not exclusively so. The party 
hibited those .same skills at Beksand 
icre it convinced rajput voters to support 
kurmi candidate, and at Pim where its 
ndidate was a brahmin. In the end 
litical tactics and skill in executing them 
count, whatever the social demography 
'Olved, 

9anichani(SC): Harachatli is an assembly 
tmcni in theChaim Lok Sabha con.sttuiency 
ectly south ol Gaya. The 1995 incumbent 
candidate, Bhagwati Devi, won the Gaya 
2) seat in the 19% parliamentary election 
i was succeeded in Barachatli by Jitan 
m Manjhi of the JD. a former mini.stcr of 
: Bihar government. This was essemially 
.raight contest between the 3D and the BJP 
Ih the latter doubling its vote total from 
95, and the JD marginally up in its vote 
int. 

n absolute terns, tt was the Samata Party 
lich was the most successful in this round 
by-elections, winning three of the four 
iLs it contested, namely. Belsand, Pini, and 
binagar. But even in Baikunihpur. a safe 
.seat, the Samata Party managed an 
lifctsive 47,832 votes. On the other hand, 
ile the Samata Party's ally. BJP won only 
; of the six seats it contested, the difficult 
iganj seat, it was a very close second in 
aJei and Warisnagar and tallied in excess 
27,000 voles in the two SC reserved 
istiiucnciei of Warisnagar and Barachaiti. 
ly in Jokhihai and Katoria which were 
tain JD wins, was the BJP showing 
rgtnal. 


' - ipmn -tw -Hy Octm 


The Saim^wadi Party in all likeHhoodcost 
the JD two seats, pouibly three, just as it 
may have cost the CPI (ML) the Pali seat. 
The CPI(ML) in the meantime built on its 
.strength and was a factor in both Pali and 
Piro. and exhibited a modest but new presence 
in Ziradei and Warisnagar in north Bihar, 
a fact which was potentially offset by its 
weakershowingin Nabinagar and Barachatli. 
The biggest loser of course was the Congre ss 
which sulTered disastrous declines in all 
constituencies except Jokhihai where it held 
its own, but still achieved only a third place 
finish in a constituency apparently owned by 
Taslimuddin. 

The results for the JD and fur Laloo Prasad 
Yadav areXrather more complex. Most 
damaging certainly for the chief mini.stcr 
were the stinging defeats in Belsand, Paliganj, 
and Piro where not only his reputation was 
on the line, but that of the three ministers 
he hand-picked for places in the central 
cabinet. And the Nabinagar loss cannot have 
been a happy one, given the margin nf the 
Samata Party win. Of the six seats won by 
the JD. three were essentially safe scats, 
Baikunthpur, Katoria, and Bamchatti for 
which the JD and Laloo must be given full 
political credit. Of the remaining three, 
Ziradci and Jokhihai arc constituencies in 
which Laloo wa.s scarcely a farlor, and in 
Warisnagar (SC), the fact that the JD bested 
the BJP by a mere 1,753 votes can give the 
chief minister little comfort. 

In the end. the trends in the October by- 
elcciion appear to confirm the results of the 
Lok Sabha election of April and May 19%. 
This is clearly a pattern of a JD under political 
and electoral stress in which the BJP and the 
Samata Party are the strongest bencncianes 
given (heir role as the largest opposition 
alliance in the state. The JD in this case is 
also victim to its organisational weakness as 
a party and its near-total reliance on the 
person and career of Laloo Prasad Yadav 
both as chief minister and as president of 
iheJD. To repeat what seems obvious, 
the fortunes of the patty are clearly lied to 
Laloo. 


IV 

As I have suggested, it was widely bclieved 
that 19% was anelection without issues. But 
I suspect whal is being said is that it was 
an election without catchy slogans. What in 
the US are referted to as bread and butter 
issues, or gut issues, are equally important 
in India. To push the point further, for 
example, if teachers and non-gaxeticd 
employees, and others are not paid their 
salaries for months, indeed years on end. that 
is clearly an issue which wilt agitate the 
ctectorale. And the lecetn history of kid¬ 
nappings, train robberies, and what are 
casually referred to as atrocities, are equally 
meaningful issues for the citizen voim. To 


1997 


be told by the ptest and the esubHshmeiit 
that there is a law and order problem, and 
in the process condemning randomly 
described “naxalilcs.” and landlord senas as 
equal partners in these killings, is only a 
small step from blaming the poor for being 
poor. As most people will understand, these 
are systemic problems and they have causes, 
and stigmatising the poor portraying 
Bihar as a mindless caricature of the human 
experience of a large part of India, is 
unfortunately no solution. 

For seven years Laloo Prasad Yadav 
presented hintsclf as the solution, but thrt 
lou now seems sadly unlikely, an uppununity 
missed by someone who hod a massive 
mamlaic. But that mandate and the promises 
he made were also issues and indeeii made 
of him an is.suc, as he cenainly seemed to 
imply by his rhetoric and actions, as he still 
dues Yet some obseners in Delhi and Patna 
went so lar as lo suggest that the rural voters 
of Bihar were oblivious of. or unconcerned 
with the mull!-crone animal husbandry scam, 
thinking that inasmuch as everyone did ii, 
why hold the current incumbents liable? By 
this logic it is only the urban middle classes 
who are concerned about corruption. 

But I am persuaded that in 19% this was 
a bad misreading of the sensibilities of the 
citizen voters of Bihar. They were not only 
aware of what was happening but deeply 
pal ned and offended that their * Laloo bbai y a' 
might have betrayed them. His opposition 
to a CBI lavesiigatiun. smee enfor^ by the 
Patna High Court and sustained by the 
Supreme Coun, did little to allay their 
anxieties. What the arrest of Shyam Bihari 
Sinlia and others directly implicated in the 
scam, and the subsequent charge-sheeting of 
56 politicians and administrators, including 
the chief minister may mean for Laloo and 
tor the slate, only time will tell. However, 
we can say that CBI reports and charges by 
the office of the comptrollc! and accountant 
gcneml appear far more serious than anyone 
had earlier thought likely or possiMe. The 
attempted suicide of the animal husbandry 
minister when he lost in the Bagaba 
constituency, suggests that he too thought 
that the fodder scam, extending over a period 
of 15 years, was a potent issue. As does the 
recent spate of killings and/or sukides of 
others charged or involved. And the 
assumption, at least my assumption, is that 
the voters also know ab^ the bitumen scam, 
the Ranchi land scam, the drugs scam, the 
police unifonn scam. etc. After all. they hve 
in Bihar. 

My conclusion obviously is iJui Indian 
voters know far more about dieir tociaL 
economic, and political intetests than some 
cynka) uiban observers give them credii fo*. 
liic World Bank derinilioiK of tuency and 
illiteracy are not terms in my explaMhcry 
lexicon of life in rural India. Reasaittdo not 






need to read an English language newspaper 
to cost an infomicd and intelligent ballot. 
They produced the food and provided the 
political cc>R.stiiucncy which achieved 
freedom in 1947. and I am persuaded that 
they play an equally critical role in the political 
pnxiess in 19% and 1997. They arc the 
backbone of the dynamic democratic polity 
that is India in the late 20lh century. 

In the circumstances, whatever happens in 
the election of the JD president, or in the 
governor's sanctioning the charge-sheeting 
of the chief minister and others who arc 
allegedly implicated, we will know mure 
sooner than later. And in the process the 
future of Laloo Prasad Yadav, of Bihar, the 
JD. and the UF government will inevitably 
become irwrc clear. But one thing is certain, 
just as Indira was not India, nor was India 
Indira, to paraphra.se the inimitable words 
of D K Barooah. so Laloo is not Bihar nor 
is he India. The people are. The expectation 
is that they will pnrvail. 

They will almost certainly do so conndent 
in the qualities of accountability of their 
leaders expressed .so vividly by Jawaharlal 
Nehniin 1953 in addressing theRajyaSabha; 
“As prime minister. I accept rcspon.sjbiliiy 
for every single act of this government, 
including evety bad act, every act of nepotism, 
cvciy act of corruption. I am responsible; I 
accept that position. I am not prepared to 
evade responsibility for any act of this 
govemnKnt'Mtisaloftybutlegitimate ideal. 
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officer at Patna for their generous assistance 
and in Delhi to T N Seshan, chief election 
commissioner, and Subu Pani, deputy 
eiection coromistiaiier, for their lime and 
interest. 

I See for example ‘Laloo Has UamafcJ 
Jharichand Movement: JMM'. The Tones oj 
IndUi. June 8, 1997, where the JMM-S VICC- 
presideoi Suiaj Mandol charges that “Bihar 
chief minisierLaloo Prasad Yodav [has] done 
the biggest damage to the over 50-yeur old 
Jharichand movement with hit anti-Jharkhand 
policies’’. 

N R Mohonty, 'The Laloo Curve: Fmm 
Messiah to Mere Leader' .The! ime.s of India, 
June 6, 1997. 

I For a recent essay reflecting this negatively 
couched concature of Bihar, sec The .Secret 
ofKeeping Power', The/fmdu, Junes, 1997. 
Arvind Ont who is from north Bihar. i.t both 
a trained historian andaprofessinnat journalist 
and his essays in the public press reveal a 
sensiti viiy to social and political real iiy seldom 


found on the printed page. His critical eye 
docs not gloss over the tragedy of Bihar, nor 
on the odier bond dues it ignore the social 
andocoooffiic realities and potential that create 
the politka of the laic 20ih century. Forafinc 
example of this balanced repotting of the 
current crisis of the JD and of Bihar, see his 
‘Still Pay ing Old Debts’, The rriegnip/i. June 
6. 1997. 

20 SeeDasin7herelexra/>A.June6,1997 That 
Ihete are lew secondary or tertiary oppor¬ 
tunities for investing the fruits of this 
agricultural success is an issue beyond the 
scope of this essay. Das touches on the para- 
banking sector as one such opportunity which 
is widely used, but I have in mind here more 
fundamental infrastniciural opportunities, fur 
example, in industiy and transportation whii h 
would provide witte economic spinoffs than 
para-banking or urban construction 

21 See ‘Dalil Studenis Snub Bihar CM'. The 
Telejtraph. April 28. 1997; and on the all¬ 
party Dalit Morcha see ‘Laloo Government 
Anti-Dalil: BJP’. The//industun Times.Patna 
edition, February 7, 1997: and Mommen 
Matthew, ‘Dalits Now Out to Wreck Laloo 
Government’, The Hindustan Times, Patna 
edilion. February 10, 1997. 

22 SccDipankorGupta,‘CaslcChemislry’./ndi<i 
Today, ApiiiM). 1996. p41 .Gupta it professor 
of sociology at the Jawaharlal Nehru 
University. 

23 On (he emerging cleavages in the Muslim- 


yadav connection, sec Mommen Matthew’s 
report in TheHindutim Times, Faina edit ion. 
Januory 10, 1997. 

24 The term'oppoitumsm'It commonly applied 
to alliances like that of the BJP and Santala 
Patty It is ofeourte an entirely apt definition 
in the world of democratic politics not only 
in India, but the world over Alliances in 
politics are meant to win eleclioiis and gain 
power and clearly any pohlician or party 
which denies this oppoitunisliL fact, is being 
at best disingenuous. 

25 Two recently published political tracts of 
Sahajonand's from 1941 are especially 
revealing of this history, at a lime when 
Sahojanond was already using the term dilii. 
well before it came into common use as a 
description forthe expluiled poor. See Waller 
Hauser led) Huhajanand on Agricultural 
Labour and the Rural FoortDelhi' Manobar. 
1994), and Hauser, (ed), Sawm Sahtgammd 
and the Peasams of Jharkhand (Delhi: 
Manohar, 1995) My October 1993 essay in 
The Jimmal Iff Peasant Siudies.aheaiycied, 
exannnet this issue more closely in its 
conlemporary mnnifeMotions. 

2h On the Piro and Pali campaigns see Mammen 
Matthew. ‘Piro-Pali: A Battle of Wide 
Kamiricalions’, and Msilhew, ‘Animal 
H usbandiy Scam Eats into Latoo‘t Charisiiia’. 
The Hindustan Times. Patna edition. 
September 28. 19% and October I, 1996. 
respectively 
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Stock Index Futures in India 

Does the Market Justify Its Use? 

Sumon Kumar Bhaumik 

The L C Gupta Committee, which was constituted to decide whether or not financial derivatives should be traded 
in India, is reportedly of the opinion that the Indian capital market is ready for options and index futures. Stock 
index futures, a multi-role derivative product which is more complex and interesting as a financial instrument, 
find the rationale for its use in the .so-called efficient market hypothesis which argues that stock prices are random 
walks. This paper examines the role played by index futures, and argues that the Bombay Stock Exchange is 
significantly efficient, thereby justifying the introduction of .stock index futures. 


1 

Introduction 

THE securities market in India is abuzz 
with expectations and apprehensions. At 
the centre of the debate is the L C Gupta 
Committee which has been constituted to 
determine whether or not derivatives trading 
should he introduced in the Indian Financial 
market. Reportedly, the committee is of the 
view that options and index futures can be 
introduced in the Indian market within a 
short period of time. Earlier, it had been 
pointed out that if Indian regulatory 
authorities failed to introduce derivatives 
tradingin India, the market for such financial 
instruments was likely to move offshore 
(Shah and Thomas 1997].' 

Options arc already known to Indian 
investon, courtesy the debt instruments sold 
by major financial institutions (FIs) during 
the last two years. They essentially function 
like insurance contracts which have to be 
purchased aiaprice.Whilethe determination 
of optimal options prices is a non-trivial 
exercise,’ the well-derined scope of options 
render them somewhat uninteresting as 
financial instruments. Index futures, 
qtecifically stock index futures, arc far mote 
inieresiing in the sense that they can perform 
i number of function.s and, unlike options, 
hey are as much vehicles of speculation as 
hey ate of hedging. 

II 

Stock Index Pntares 

Slock index futures vrere introduced by 
he Kansas City Board of Trade in 1982. and 
lave since gained worldwide popularity.' 
Ik rationale behind the introduction and 
K use of such futures contracts emerges out 
f the logic of market efficiency. It is argued 
ia( if a market is cfTicieiK then it will incor- 
lorateallavailableinformatioii into the price 
iKxes fast such that all prices will reflect 
K information at all times. Alternatively, 
ince the availability of new information 
annoi be predicted, by the same token the 
jture Dfices in the equity market caiuiot be 


piedictcd given the past prices; stock prices 
are, as an economist will say, a random 
walk.' The implication of this is that, in the 
long run. it will be virtually impossible to 
systematically beat an efficient market, i e, 
generate higherretumsthan dictated by over¬ 
all market sentiments. Hence, the best .strategy 
for institutional investors, which usually 
enter the market for the long run. is perhaps 
to effect passive portfolio management. 

In other words, an institutional investor 
cun diversify its portfolio such that it reflect.s 
the market, and then passively accept the 
market trends, simply deciding how much 
of its funds to put into the equity portfolio 
(as opposed to bonds and treasury bills). 
However, since the composition of the 
market changes frequently, in terms of the 
proportion of market capitalisation accounted 
for by individua) companies, fur example, 
the equity portfolio has to be readjusted 
often such that it reflects the broader market. 
Further, given market trends, the investor 
will have to sell or purchase equity to adjust 
the weight of equity in its overall portfolio. 
Such trading involves payment of brokerage 
fees, and the total transactions costs can turn 
out to be significant. Stock index futures arc 
a convenient way to move with the maiVct 
at a significantly lower cost. 

Each slock index futures contract is 
associated with a multiple. The multiple is 
used to determine Che vdue of (he contract, 
given the value of the underlying index. For 
example, the .Standard and l^r’s (S and P) 
500 index futures have a multiple of USD 
500 per contract. Hence, if the S ami P 5(X) 
index stands at 400. one S and P 500 futures 
contract will be worth (4(X) x 500 =) USD 
200,(X)0 and can be used to hedge against 
price movements in USD 200.(XX) worth of 
equity. Futures exchanges have to strike a 
balance between the facts that too Ibw a 
value for the multiple might render futures 
trading inefficient, while tun large a multiple 
might discourage trading by making it too 
risky. Given the multiple the contracts are 
settled by cash transfers. If. for example, the 
opening value of an S and P .500index on the 
ddt very date is 300, against a closing value 


o f 298 onthepreviousday,agatnof2painls, 
then the I ong position gains (500 x 2=) USD 
I ,(XK). This amount will be debited from the 
margin account of the investor with the short 
position, and credited to the account of the 
trader with the long position. 

RoLfc IN A Financial Market 

Stock index futures can be used for three 
different purposes, namely, asset allocation, 
yield enhancement, and hedging. Of these, 
asset al location refers to the flexibility accord¬ 
ed to an investor by stockindex futures such 
that he can move with the market by holding 
a poitfolio of stock index futures contracts 
and money market instruments (like T-bills), 
as opposed to holding a wide array of stocks 
that underlie a stock market index. As men¬ 
tioned above, in the process, an investor 
gains by way of lower transactions cosl.s. 
Index futures can also be used to perfectly 
hedge a.panrolio by way of synthetic slock 
positions. Such a strategy can even enhance 
yield on mvestmeni, i e, outperform the 
underlying market index, if there is a mis¬ 
match between the actual and theoretical 
values ofthc futures price. The strategy which 
attempts to thus exploit price mismatchc.s in 
the market is known as index arbitrage. 

White yield enhancement itself is a com¬ 
plicated strategy, and requires an umier- 
slandinguf pricinguf futures contracts among 
other things, hedging requires even more 
involved computations. Hedging as a strategy 
is typically used by investors who hold a 
portfolio of slocks and are unsure obmit the 
market trends in the short run. They want 
to protect itw value of their pntlfolin as far 
as po.ssible. without actually moving out of 
equity and into T-bills. Since an investor is 
usually worried about a downturn, he can 
take a short position in index futures. The 
strategy is equivalent to purchasing a put 
option on the stock market index. White (he 
use of index futures for hedging can be 
effective as well as relatively inexpensive, 
given that options are a relatively expensive 
alternative, effleiem use of t^ strategy 
involves computation of the so<alied hedge 
tatio.ie, the numherof futures contracts that 



be requited to minimlw the risk 
ted with the stock holding. Hedge 
■veto be estimated usingeconometric 
ues, and hence require the services 
aliits with approfiriate education and 
nee. The piobleins associated with 
aiion become even more acute if an 
‘ tries to keep up with the market by 
uting the he^ratio each rime there 
uige in futures prices. The strategy 
y the hedge ratio is updated con- 
is known as dynamic hedging and 
to offer portfolio insurance, 
index futures are much maligned, 
en the speculative element of this 
eni has bm highlighted much more 
hedging capability. The issue came 
HeduringtheOctober 19,1987crash 
lew York Stock Exchange (NYSE), 
nirities and Exchange Commission 
if the US and the Brady Commission 
suggested that speculation using 
itures was at least partly responsible 
rollapse in the ma^et. Their studies 
d thu the volume of index futures 
was unusually high on that day. For 
between I and 2 pm, when price 
signifleant, portfolio insurance and 
bitrage added upio about 40 per ceni 
4aj trade. It was also alleged that the 
: psychology generated by the rapid 
jiures prices was partly responsible 
ollapscof the pricesofihe underlying 

rilicisms themselves, however, have 
i cynicism (Edwards and Ma 1992]. 
ubsequently been pointed out that 
le volume of trades associated with 
> insurance and index arbitrage might 
:ouiited for 40 per cent of the trade in 
cs comprising the S and P500 index, 
des accounted for only 20 per cent 
: in futures contracts. Asides, it has 
ucd, isolated numbers do not suggest 
dations. i e, there is not enough evide- 
he numbers to suggest that futures 
;auaed the crash. More importantly, 
ber 19, most of the selling was done 
tulional investors, and speculators 
irchaslng stock in anticipation of 
ipital gains accruing in the future. 
heimpUctl allegation that speculation 
dex futures market was responsible 
:rash is fallacious as the speculators 
eating a floor for the scrips and 
stabilising their values. The faster 
K index futures prices, vu-a-vtj the 
dex itself, can be accounted for by 
that on October 19 the shares were 
o fast that the traders on the exchange 
ire not able to keep up with ihe price 
, and hence were quoting prices that 
>1 true reflections of the market 
ntt at the point of time concerned 
, therefore, the equity prices were 
than the futures price. 


Critics also cite the cotlapte of Barings 
in the afiennilh of the scandal which had 
precipitated a crisis at the Singapore ex¬ 
change. The problem brought into focus the 
fact that a fiw rogue traders can foster a 
major rinancial crisis by not hedging their 
exposures in the index futures market. As 
subsequent investigations revealed, how¬ 
ever, the Barinp managemeiU was largely 
responsible for the flnancial collapse of the 
company which, in turn, initiated a crisis at 
the Singapore exchange. Nick Leeson, the 
trader who was responsiMe for Barinp' 
collapse, had made sizeable payments to the 
exchange in order to meet margin calls, 
before Ihe evemual collapse of the firm. 
Given the regulatory set up of futures 
markets, this should have acted as a signal 
for the Barinp management, suggesting that 
Leeson’s portfolio was underperforming 
significantly. Indeed, since margins are 
marked to market daily, and since Leeson 
had faced margin calls regularly, the 
continuing sub-par nature of the portfolio 
should have become apparent to the 
management. In other words, the futures 
market had met its share of responsibilities 
with respect to monltori ng. The management, 
on the other hand, defaulted on their 
responsibilities and did not look into the 
matter until the eventual collapse. The onus 
of the Barings misadventure, therefore, is 
perhaps on its own nuuiagcment and, short 
of disallowing Barinp to trade after some 
threshold was crossed in margin calls, the 
exchange and the regulations governing the 
trade could perhaps have not done much 
more to prevent the fiasco. 

lU 

Effidency of Indian Capital Market 

As mentioned above, the rationale behind 
the use of stock index futures is that a market 
is a random walk, and that hence it will not 
be possible to systematically perform better 


than the market through the uk of active 
portfolia management. It is debatable, how¬ 
ever. as to whether the nature of the Indian 
capital market justifies this assumption. If 
the Indian market is not efficient, and if an 
investor can consistently eain returns that 
are higher than the market rate of returns, 
then stock index futures cease to be of 
significance for the investor concerned. He 
will continue to indulge in active portfolio 
management unless the transactions costs 
are prohibitively high. An analysis of the 
degree of efficiency of the secondary market 
for equities, therefore, is a worthwhile 
endeavour. 

Even though the National Slock Exchanp 
(NSE) has a higher turnover than the other 
stock exchanges in the economy, it is the 
Bombay Slock Exchange (BSE) which con- 
;inues lo be in focus as the exchange which 
signals the sentiments of Ihe inveslun in 
India. In absolute terms, the turnover at BSE 
is large, second to only that of NSE. Hence 
imroduction of stock index futures (and 
similar financial instnitnems) in India would 
have to take BSE into their ambit if the new 
instruments are to become accessible to 
in ves tors fortrade in a large pan of Ihe equity 
base. However, while Ihe NSE has initiated 
anumberofstepsto ensure greater efficiency 
in the market for equities, the BSE continues 
to lag behind. Indeed, the presideM of Ihe 
BSE IS of the opinion that Ihe exchange is 
unprepared for trade in financial deriva¬ 
tives. Hence, an cstimaliofi of the degree of 
efficiency of the BSE becomes essential. 

If IheBSE index (Sensex)exhibits random 
walk, then (i) it will be a non-stationaiy 
series, and (ii) its first difference will be a 
random variable, in the evem that Sensex 
is 1(1).'The data for Sensex spans IIS days 
starting November 1996. This time perM 
was marked by continual fluctuatiaiis in 
political and economic sentiments. The 
watershed event of this period was the 
central budget for 1997-98 which increased 
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Significance 
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DSENSEX(t-7) 
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DSENSEX(l-20) 
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DPEd-l) 


14,6230 

DYIEUXt-1) 


-14.6090 

DUMMY 


2.39940 

R-iqaan 

0.06029 

0.07269 

Dwbin-Waison 

1.7106 

1.1492 





the ctediUI ity of the United Ftani go venunent 
and ptovidedafilliptoeconondc expectations 
after months of slump in Industrie activity 
and exports. Augmented Dickey-Fuller 
(ADF) tests indicate that while this sample 
for Snsex is indeed non-siationary, its ftrst 
difference (dSsensex) is non-stationaiy, i e, 
Sensex is Ifl) (Table I).* 
Thequestion.however, is whether dSensex 
is a random variable. If so, then Sensex can 
be deemed a random walk, and hence BSE 
can be deemed an efitcient market, thus 


providing the necessary radonite for the 
introduction of stock index ftituies. The {dot 
for the autocmmlation and pardal mito- 
correlation functions of dSensex indicate 
that dSensex is marginally affected by its 
6 th, 7th and 20lh lags (Figure 1, asterisks 
imply significance at the 5 per cem level).' 
This is in clear contrast tothe autocorrelation 
and partial autocorrelation plots of Sensex 
(Figure 2).' In other words. dSensex closely 
represents a random variable but is not quite 
a one (Gujarati 1995]. 


PmixE I: Plot or AinocoaRELATKM am> Paxtial Autotomblation FUnctiom ran dScnscx 


LagI 

AutocofreUtion 
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Paitial Autoconefstions 

1 

0.0989 

1- 

1.125 0.0989 

F 

2 

-.0206 

-1 
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-1 

3 

0.0341 

1- 
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F 

4 
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-! 
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•1 

S 

-.1750 

-1 
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-1 
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— ( 
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F- 
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-.03.36 

-1 

18.431* -.0274 

-1 
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F 
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-1 
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-1 

19 

-.1409 

-1 

25.886 -.1006 

*! 

20 
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21 

-.0992 

•1 

43.252* -.1653 

-1 

22 

0.0355 

I- 

43.398* 0.0061 

F 

23 

-.0633 

-1 

43.858* -.1527 

-1 

24 

0.0455 

!■ 

44.096* -.1056 

-1 

25 

0.0864 

F 

44.954* - 1723 

-1 

Afotr; • This lelen to the Box-Piercc statistic, a significant value of which iropties that a vsiiable is 
Mtoconehued. 

House 2. Plot of AurocxiesELATiQM and pAimAL Autocomelatum FUnchom ros Sensex 

Lagi Autoconebtion Funenon 

IBox/PnH 

Paitial Autoconcations 


1 

0.9586* 

2 

0.9i;2* 

3 

0.8681* 

4 

0.82.57* 

S 

0.7973* 

6 

0.7836* 

7 

0.7871* 

8 

0.7759* 

9 

0.7651* 

10 

0.7546* 

11 

0.7357* 

12 

0.7189* 

13 

0.7076* 

14 

0.6941* 

13 

0.6735* 

J6 

0.6424* 

17 

0.6082* 

18 

0.S8I4* 

19 

0.5660* 

20 

0.5594* 

21 

0.5709* 

22 

0.5887* 

23 

0.6015* 

24 

0.6133* 

25 

0.6155* 






IO.V677* 0.9586* 
201.363* -.1109 
288.026* -.0101 
366.426* -.0312 
439.532* 0.1204 
510.138* 0.1657 
581.383* 0.2345* 
650.620* -.2227* 
717 931* 0.0365 
783.409* 0.0225 
845.658* 0.0187 
905.085* 0.1122 
962.659* 0.0240 
******** -.0535 
******** ,1325 
******** -.0450 
*•*•••*• -.0025 
•**•*••• 0.1553 
•••••••• 0.0239 

•*****•• 0.0198 
'******* 0.3416* 
******* 0.1412 
••••••* -.0301 

••*••••• 0.1380 

*•••**•• 0.0279 



-I 

I- 

1 - 


-J., 


This nisei the question as to why the 
changes in the vahieof Sensex during paiods 
0 -6), (t-7) and (t-20) might afliect ita value 
in period t. Those familiar with the BSB (and 
NSE) are aware of the fact that in both these 
markets brief rallies are generally followed 
by slumps as a consequence of profit taking 
by investors. Similarly, low values of the 
stocks incorporated within the Sensex render 
investment in these stocks profitable, and 
results in increased buy orders, thereby 
pushing up the value of the index. In other 
words, a significant change in the value of 
Sensex is likely to affect both the size and 
the direction of the change in the value of 
Sensex after a certain period of lime. Our 
analysis suggests that, for the given sample, 
the a change in tb« value of Sensex affecu 
the movement of this stock market index 
after six, sevmi and 20 days. This is clearly 
within the realm of possibility. 

Whether or not the value of dSensex is 
indeed affected significantly by the 
afoiememionod lagged values can be v^fied 
with the help of an OLS regression. The 
specification of the regression will be given 
by 

DSENSEX, . p„ + p,.DSENSEX,^ 
+y>SENSEX„,+P^DSBNSE\„+e, (1] 

However, we have to ensure that the p^ 
inequation [ 1 ]do not includeeffects of other 
factors affecting valuesof dSensex, and hence 
we shall have to control for other effects. 
In principle, the demand for and su|^y of 
equities in the secondary maiket, and hence 
thdr prices, can be affected by the price- 
eanangs ratios (PE)and the yields associated 
with investment inequities. Specifically, the 
aforementioned changes in demand and 
supply during any day are likely to be 
afiected by the PE and yield at the end of 
the previous day’s trading. Augmented 
Dickey-Puller tesu indicate that both PB and 
yield for the sample aie non-staiionary and 
that their first differaKes. given by dPE and 
dyield lespectively, are stationary.* Hence, 
the specification given by equation [ I ] can 
be augmented by the introduction of dPE 
and dyield. Further, a dummy variable is 
introduced in the specification such that it 
has value of unity for all days starting 
February 28, the day on whkh the central 
budget for 1997-98 was unveiled. The 
augmented specification is given by 
DSENSEX, . p,, ♦ p„DSBNSEX,^ 

+ P^DSENSEX,., + p^DSENSEX,^ 

+ P^DPE,^, + p^DYIELD,., + P^DUMMY, 

+ e, (2} 

The regrettkm results have been proienied 
in Table 2. They clearly imhcaie that, for 
the given sample, values of dSensex are 
innuenced by their Ml and 7th lags, thereby 
providing further credence to the argument 
that a significant mimberof investors at the 















BSB buy and lell eqlrity for quick proflU. 
On the one hand, this cm be an indication 
of a tignificatitly high nolo of shon-tenn 
speculators to long-tmn investon. If so. the 
profile of such investors requires a caiefiil 
exanunation,"* an exercise which it beyond 
the scope of this paper. On the other hand, 
if the buy-seU pattern implicit in theregression 
results are Bconsequence of price uncertainty, 
then the introduction of call and put options 
should go a long way in reducing or even 
removing the influence of previous market 
activities on the present movement in equity 
prices. 

More importantly, however. dSensex is 
not entirely a random variable. The 
implications for market efficiency and the 
introduction of stock index futures arc 
obvious, and have been discussed earlier in 
this paper. Two caveats, however, have to 
be taken into account. First, as mentioned 
above, the introduction of options contracts, 
which guarantee buying and selling price of 
equities in the secarxlary market, might go 
a long way in the direction of removing the 
influenceoflagged values ondSensex. Since 
other relevant explanatory variables have 
demonstraiedly h^ no effect on dSensex, 
at least for (he given sample, the introduction 
of options might take BSE further in the 
direction of market efficiency. Second, while 
the 6th and 7th lags of dSensex do have 
statistically significant effects on the values 
of this variable in the current period, the 
extent to which they can explain movements 
in dSensex is very low. Indeed, the R-square 
values of both the regressions are extremely 
low. Hence, while the determination of the 
values of dSensex is not entirely a random 
process, the variable closely approximates 
a random variable, thereby justifying the 
introduction of stock index futures at BSE. 

IV 

Conchiaion 

The capital market in India, represented 
largely by BSE and NSE. lies at the centre 
of the process of financial liberalisation. It 
has seen a large number of changes over the 
last few years, and the Securities and 
Exchange Board of India (SEBI) continues 
to charter a course towards a belter regulated 
and more efficient market. But while 
regulations and financial insiiuments, and 
their i mpacts on the efficiency of the market, 
have been discussed ad mfiniium, the notion 
of efficiency has not been subjected to 
rigorous empirical tests. This paper is an 
exercise to that effect. The obvious 
shoitcoming of the paper is that it analyses 
a reiaiively small sam^ of only I IS days. 

It can be extended in three differem ways. 
Pint, a tonger time series can be used to test 
for efficiency at BSE. with appropriate 
ahention to the specifications described in 


equations (i) and (2). Second, similar toats 
canbeperfbnnedwithNiaBdatitodetefmine 
the relativeefnciency ofthcexdiwges. Third, 
BSE d«a from an earliertime period can be 
used separately from BSE data from a more 
recent period, thereby evaluating whether or 
not the^iciency of the market has improved 
over lime. 
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[The information used for the analysis 
presented in this paper was provided by the 
Project on Money and Finance which is 
sponsored by the Investment Information and 
Credil Rating Agency (ICRA) of India. The 
author would like to thank Hiranya 
Mukhopadyay for help with the econometric 
methodolofy, and Sonnli Dos and Malabika Sil 
for processing the data. The usual disclaimers 
■ppiy-l 

1 The obvious implication is that, on the one 
hand, a huge majorily of the Indian investon 
would then be unate to benefit from the 
hedging optiosn provided by these inslTU- 
ments and that, on the other haitd. the Indian 
tegolaiaty authorities win not have any contral 
over the nature of the contracts that will be 
traded at the overseas exchanges. 

2 The optimal value for European call options, 
which can be exercised on the strike dte. can 
be computed using the Black-Scholes options 
pnciiig formula [Bodie et al 1993] which 
requires the use of risk-adjusted proba-bilities 
that the options are in the money. An option 
is in the money when, if exercised, ti can 
result tn a positive payoff for Ihe investor 
.Subsequently, mathematical aJgonihma for 
computation of optimal prices of Amencan 
options, which can be exercised on or before 
the strike dates, hove been developed. 

3 At ptesenl. stock index fiduies are traded al 
a nuiidier of exchanges all over the world. 
The major slock indexes which underlie ihcsc 
futures contiacu are Standard and Poor's 
(Sand P) 300. Value Unc and New York 
Slock Exchange (NYSE) Composiie of the 
US. Financial Times Stock Exchange (FTSE) 
lOU of Ihe UK. Hang Seng of Hong Kong. 
Nikkei 223 of Japan, and CAC 40 of France. 

4 A variable (uy. x) is said lo exhibit random 
walk if the value of Ihe vnrieble in penod t 
is a random change over its value in penod 
M. In other words, 

x(t) = x(l-l) + e(l) 

when e(l) is (he usual random error term 
with zero mean and a non-zero vanincc. 

3 A time series is integrated of Older n.ie.Kn), 
if i( becomes stalioniiy after Ihe reries is 


dMefenced n dnei. 

6 The ADF teats for tte ex i ii Bn c e of (be so- 
called mut root. The nail hypoibesii is that 
the series is noiHaaliooaiy. and can be Rjecfed 
only if (be teri staiisties are greaser ihoa ihe 
crilicil vatueskimwB as MacKinnonsiatisna. 
Such ADF (-statistics and their level of 
significance ate auomntically generated by 
softwares like PC-CIVE. 

7 These pkMt ore g co c r al ed by c number of 
slalisii^ software. Porexamte- ihey can be 
generated using die IDENTtPY command of 
UMDEP. 

8 The Senses series can possibly be 
opproxinuled byan ARIMAd.I.IJpfoeett, 
when AKIMA refers lo anloregressive 
intepaled moving average models which aie 
roudody usedforfbrecsstu^ using time senes 
data. Most standard siobslical software like 
SHAZAM can estimate the parameten of 
ARIMA models. 

9 Both PE and yield have two misiiDg values. 
Often observalions with missing vaiues ore 
dropped from the sample with which 
econometric models are estimated. But it is 
vinually impossible lo drop observabons m 
this context because each obrorvanoa in (he 
context of a slock maifcet is astneiniFd with 
a ligmficani amoum of information die lots 
of which can render the regression lenlh 
spurious. Hence, the missing values were 
r^aced with inierpolaied values such dm 
PE(i) = IPE(i-rl) + PE<i-l)]/2 

and 

YIEUXt) = lYIELDtt+l) ♦ YIELDd-Dia 
Since Ihc movemenu in PE and yield were 
not significant during this period, such 
approximations for three out of IIS 
obiervaiKiiu are unlikely be ininucal to die 
estimation process 

10 If, for example. PIls form a significaiK 
proportion of ihe pool of short-term 
speculators, there are serious inipiicaliaitt for 
the short-icrm foccign currency obligmiaat 
of the country, and hence for gtciler 
conveitibiliiy of the rupee on die capual 
arcouni 
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Disability-Adjusted Life Year as a Guide 
for Health Policy 


VNKotfawri 

ISGolati 


The question of efficiency in public health expenditure is lately attracting considerable attention at the hands 
af health ecancmists. The World Bank's World Development Report, 1993 advocates measuring the burden of 
disease in units known as disability-adjusted life years (DALYs). This paper discusses tke Imitations of the concept 
and tries to bring out the implications of adopting DALY as a policy guide in the pursuit of health care objectives, 
particularly in a developing country such as India. 


WE start with a general discussion of the 
recent attempt at ensuring cfTicicncy in public 
spending on health through an adjusted life- 
years-gained approach. This is a method 
under which the efriciency of medical 
intervention is judged by the gain made 
through medical treatment of ailments in 
tertm of the adjusted life-years-gained for 
the patients treated. On the question of 
adjustment to the life^years gained, there are 
two major strands of thought, one which 
advocates adjustment on the basis of the 
quality of the life years gained and the other 
which advocates adjustment in terms of 
disability that survives in spite of medical 
beatmenl. The first school of thought uses 
a method of adjustment called QALY and 
the second school's method of adjustment 
is called DALY. This latter concept has the 
stamp of approval of the World ^nk and, 
as a consequence, has emerged as an 
important policy-malcing instnimem when it 
comes to allocation of health spending. In 
this paper we concentrate on the latter and 
on its implications for health policy. The 
paper is divided into three parts. In Che first 
section, we explain the concept of DA1.,Y. 
The next section discusses the limitations of 
the concept. The third section comments in 
some detail on the implications of adopting 
DALY as a policy guide in pursuit of a 
counuy’s health care objectives, particularly 
where (he country happens to be a cte veloping 
one, as for example, India. 

I 

Concept of DALY 

While efficiency in spending is a matter 
of major concern in all spending, private or 
public, it is particularly so in the context of 
public spending. Unlike in thccaseof private 
spending, the yardstick of utility maxi¬ 
misation is not available for most public 
spending, especially that part of public 
spending which addresses merit wants that 
the society decides to meet regardless of a 
citizen’s ability and willingness to pay for 
them. Health care is one such area. 

In (he specific context of providing public 
health care, the question of efficiency in 
—».ti„ i,.,i,K ffitvndiiurc is lately attracting 


considerable attention at tire hands of health 
eennomists. Interestingly, the thinking on 
the subject of efficient public health 
expenditure i.s not confined to developing 
specific nicasures and criteria of cost- 
effectiveness, encompassing various types 
of health care or tteaimcnt. as one would do 
when addressing thequestion of, say, efficient 
defence expenditure. This type of 
effectiveness will probably be ternred by 
Alan Williams (19gK) as technical efficiency, 
or, as he puts it, “a matter of becoming more 
efficient in the low-level sense of getting on 
to the product! on possibility frontief’. Recent 
discussions on efficiency in public health 
spending have extended to the matter of 
“high-level efficiency problem of choosing 
where to be on (he pr^ction possibility" 
frontier, that is. to the question of (he mix 
of activities to select from those that are open 
to us. To Alan Williams, “this is a matter 
of allocative effictency rather than technical 
efficiency", because thc.neby one chooses 
between one set of patients for ircatmenl as 
against others on the basis of a criterion or 
critcriaofcfficicncyinthesemccfoptimtsing 
.social benefit. 

Thus the choice of the paint or. the 
production possibility frontier, from the poiut 
of view of allocative efficiency of public 
health spending, depends critically on the 
entena one adopts to measure the social 
benefit of medical treatment or health care 
that would accnic from treating one patient 
rather than another. In recent discussions, 
the one criterion that has been most widely 
discussed is that of life years a patient gains 
from medical treatment. More numherof life 
years gained the better it is for social good. 
Obviously, the underlying assumption here 
IS that a patient gaining a larger number of 
life years will comribuie more to Ibe social 
output. 

For forming a judgment Aout (he 
effectivenessofliealth intervemions, wvneed 
a unit of measurement of the health outcomes. 
There arc many diseases. They may strike 
at differcm ages. They may be also gender 
specific. They may be prevalent among 
differem sections of .society. Diseases may 
cause death or disability. Cettain diseases 


may be treated with moderaie expenditure. 
Treatnreffl of others may be highly expensive. 
Since expenditure on health and medical 
facilities has a common monetary unit of 
measurement, it seems reasonable to strive 
to discover a common unit of measurement 
of benefits accruing from the provision of 
health and medical facilities. One such 
measure is death rale or monality rate. 
Statistics relating to death rate are readily 
available and easily understood and 
interpreted. Efficiency of the public health 
and medical services can be judged in terms 
of their impact on mortality rates. However, 
those who have suggested the evaluation of 
health spending in tenns of life years gained 
reject the indicator of mortality rate as 
inadequate. According to the Wc^d Bank, 
"any discussion of health policy must start 
with a sense of the scale of health problems. 
These problems are often assessed in terms 
of moitaliiy.butthaiindicatorrailsto account 
for (he losses that occur this side of death 
because of handicap, pain or other disability" 
(World Bank l99.V.2j|. 

World Bunk (1993) advocates measuring 
the burden of disease in units known as 
DALYs. DALY combines losses from 
premature death and loss of healthy life 
resulting from disability. It is defined as “a 
unit used for measuring both the global burden 
of disease and the efTectiveness of health 
interventions, as indicated by reductiont in ! 
the disease burden. It is calculated as the ■ 
present value of the future years of disability- i 
free life thM are lost as (he result of the | 
premature deaths or coses of disability * 
occuirifiginapaitu,iilarye8r".Thccalculation - 
involves estimation of potential years of life 
lost, relative value of h^thy life at diffeieni 
ages, the dtscoum rate to make future life- 
years comparable with present and the 
disability weights to convert life lived with 
disability to a comparable measure with 
premature death. The number of yean of 
potential life lost dqe to premature death i-i 
calculated as the difference between the age 
at death and (he expectation of life at (hat 
age in a low mortality pofwlatioa. The value 
of a year of life lived by a younger person 
is greater than the value of a year of life lived 



oU penon. So etrly yean of Ule carry 
ar wdfliit [World bW 1993:26 and 
Thus, while the 20ih year haa a weight 
^ the 60th year It given a weight of 
however, giving different weighta to 
-ent a^ la not conaideied crucial. If 
aired, a uniform weight of one may be 
to each year of life. The Report doea 
lowever, a diicount of 3 per cent to sum 
: Ion of healthy years lost at different 
. in life to find out the present value 
ure years. 

s weights assigned to disabilities range 
zero in case of perfect health to one 
ise of death. The weights in the 
nediate range for disabilities shon of 
caused by diseases have been fixed in 
illation with the experu (World Bank 
24]. 

icnditure on health and medicine may 
ily avert death but also do so without 
ng any damage to the subsequent health 
tion. In that case, full DALY is gained 
ch of the remaining years of life. If 
is averted but a permanent disability 
sed, causing impairment of health, for 
)f the remaining yean, acertain fraction 
DALY is lost, dqrending on the severity 
e disability. If death occurs, it is 
aleni to full DALY lost, for each of the 
ning years. 

• weighting: World Bank (1993) lakes 
ration of life as 80 years for men and 
an for women. A female death at age 
iresenu a stream of lost life equal to 
ars. The relative value of a year of life 
h age rises from zero at birth to a peak 
-. 25 and then declines to zero. The 
Its are worked out in such a way that 
:al number of DALYs over the full life 
; same as it would be i f uniform weights 
ch age were used. The value of a life 
rticular age is the aggregate of weights 
lof the expected yearsoflife. Therefore. 
Repml puts it. “it is important to note 
hile the first year of life receives a very 
eight, the life of a new bom is valued 
Ung to the weights of all the years he 
is expected to live, that is, according 
sum of the function over future yean, 
absence of discounting, therefore, the 
St loss of DALYs from premature death 
from infam deaths" [World Bank 
213], 

! preference: At regards preference 
resent consumption over future 
uption, the Report uses a di icount rate 
ir cem per year. Once the discount rate 
aduced, the point of gmateat loss from 
lure death mova from infant to early 
icence. Thus reading frorothediagiam, 
on page 25 of the Report, the death 
w born baby girl repietenu a k»s of 
ALYS. Fenude death at ages 10.20. 

I 60 meant lou of 37.5, 33, 29 and 
LYt respectively. 


DitabUUy weighting: diubilily wdghts 
used to meatuie the burden of disease range 
from zero to one. While zero represents 
perfect health one repieientt demh. For 
deciding the disability weights World Bank 
has gone by the determination made by 
experts. A person may not die but survive 
with a handicap or disability. Disability 
weights could be greater than zero and less 
than one. For example, a wonuui of 60. who 
it saved from a fmality through a medical 
intervention and who lives a perfecti y healthy 
life subsequently gains 12 DALYs. Another 
women who survives but with a handicap 
ordisability, the weight of which isO.4, gains 
only 7.2 DALYs. 

One more point should be noted, which 
relates lothemethodofcomputingthc burden 
of disease. At World Bank (1993:214} puts 
it, 'The burden of disease could be computed 
using a prevalerux pcnpective (the extent 
of burden during a given year, no matter 
when a disease condition began) or an 
incidence perspective (the future burden of 
that year's new cases or incident diseases). 
An incidence perspective was chosen, ilic 
burden of disease is the future stream of 
disability caused by incident cases in 1990. 
This IS the more logical way of dealing 
with mortality, and it iseasy to apply to non- 
farai disabilities". To put it in a language 
familiar to economists, the prevalence 
perspective measures the stock, while the 
incidence perspective measures the flow 
of the burdm of disease. The choice of the 
latter, as we shall note, has certain 
implications. 

II 

Limitattoos of the Concept 

DALY, as a method of measuring health 
outcomes, is supposed to provide a common 
unit of measurement of benefits from 
expenditure on health and medical services. 
Given such a common unit of measurement 
of health outcome, it can be related to cost 
of ireatmem. It is on the basis of this linkage 
that World Bank (1993) recommends that 
public expenditure on health services should 
be crmccntrated in those directions where, 
fbragiven expenditure, the gains in DALYs 
saved are the highest. This sounds like 
patterning expenditure on treatment of 
different diseases according to the principle 
of equi-marginal returns. However, adding 
up DALYs of different individuals involves 
interpersonal comparison of good, which 
can raise complex questions. If it is a ques¬ 
tion of technical efficiency, that is, Mng 
inside the production possibility frontier, 
DALY as a measurement can provide 
guidance in regard to cutting down wasteful 
expenditure on a given ireatmenL However, 
piMk health policy involves more than mere 
technical efficiency. It involves priority 
setting. 


DR.amA OF PaioaiTY Settwo 

According to Alan Williams (1988), 
"priority setting reflecu ideology, so we 
must start by analysing the characteristic 
ideologies of public and private health care 
systems. Both systems (^ their respective 
ideologies) have to face the problem that the 
recent rapid growth of effective health care 
has led us to the point where no country (not 
even the richest) can afford to carry out all 
the potefflially beneficial procedures that are 
now available on all the people who might 
possibly benem from them. So priority setting 
can no longer simply be a maiterof elinanating 
ineffective activities. It is now more than a 
matter of becoming more efficient in the 
low-level sense of getting into the production 
possibility frontier. Priority setting now has 
to deal with the much more contentious high- 
level efficiency problem of choosing where 
to be on the promotion possibility frontier, 
that is. which mix of activities to select from 
those that are open to us. This is a matter 
of allocative efficiency rather than technical 
efficiency, and inevitably contains equity 
considerations (i e, views as to how the 
wel faic of onr pci son is to be weighed againte 
the welfan of amrther person)." 

Amartya Sen vividly brings out the 
dilemma. As between two individuals of the 
same age. one of whom is able-bodied and 
another a handicapped person, whose life 
should be saved? Saving the life of an able- 
bodied person would reproseru a larger gain 
in DALYs because saving the life of a 
handicapped person, even if his longevity is 
the same as that of an able-bodied person 
in question, represents a fraction of the 
DALYsgained. A DALY maximising policy 
at an aggregate tevel would thus be doubly 
disadvantageous to the handicapped persoa 
According to Sen (1996), ‘To foUw that 
policy of giving priority to raving the aUe- 
bodied would be to compound the 
disadvantage of the disabled. The disabled 
person is already at a disadvantage because 
of her handicap of illness or impairment. On 
top of that, to make her survival chances 
worse as a result of DALY-oriemed resource 
alloc at ion would be to heap fuftherhamficap 
on a person who is already wone off." In 
this context, it is well to r em em b er diM in 
India for instance, 2 per cent of the popu¬ 
lation is physically disabled. Broome (1993) 
too makes the same poim. though in the 
contest of QALY. not DALY, when he noies; 
"In medical decision, benefit is obviously an 
imporurn consideratkin. but it is often nM 
the only one. Another is fauneis. When 
treatmem is to be given some paiicats and 
den ied others, to treat those whiM trenonem 
would do the moa good is not oece a saril y 
the fairesi thing to do. Other things beiiv 
equal, foriasunce, treating ayoangwpermi 
is Ukeiy to do more good ill total dian lientii^ 








on okJer one, because the younger hat longer 
to enjoy the benefits. Bui if resources are 
conceniralod on (he young for this reason, 
that may be unfair to the old. So benefit and 
fairness may conflict.” When DALYs are 
added up for the population as a whole, we 
are really making interpersonal comparisons 
of good which may be highly questionable. 

Further, there are technical problems in 
measuring DALYs. Measurement in terms 
of death and disability is not sensitive to 
.several other slates ofhealih condition. Thus, 
for instance, long-term care of old people, 
mentally retarded people and terminal cases 
of illness docs not show up in the 
improvement of disability or survival rate 
but involves providing to the patient 
autonomy, privacy, dignity, etc. Such 
measurement is therefore inherently biased 
against the older people (.see Donaldson et 
al 1988, on the adoption of QALY tomca.surc 
the benefit of treatment). Unfortunately, the 
lively debate about the relevance of QALY 
to health policy finds no reference in World 
Bank (199.1). 

To alIoca(c t he benefit of medical treat ment 
or health care on the basis of life years gamed 
would naturally operate in favour of tho.se 
who have more years of life ahead of them 
except perhap.s the very young among 
them. The aged will stand at a clear dis¬ 
advantage in such a calculation because of 
the shorter life expectancy at their age, 
regardless of how long and well they may 
hai c contnbuted to social out pul during their 
working life. 


particularly in societies with inadequate 
public health coverage. The position of not 
only old men from poor households but also 
women of all ages probably gets aggravated, 
because even poor households make some 
.sort of calculation in terms of life-years- 
gained when it comes to allocating Ihdr 
limited resources for medical treatment, in 
this private calculation, not only do 
households take into account the life yean 
people are expected to gain from nnedical 
treatment but also they make some sort of 
judgmental adjustment for the contribution 
of the person treated to family output or 
income and such calculations normally can 
be said (u go against not only the old and 
the very young but also against women. It 
is relevant to note in this context that it is 
nut ju.st the rich or well-to-do households 


who make use of piivMe health carefadlitief. 
Qose to 40 per cent of niral hotitehoidi and 
lOpercem of urban households In the bottoni 
two daciles make (or are driven to make) uw 
of private hospitals in India (Sanytd 1996]. 
And if the public health care system follows 
the principle of gains in DALYs so explicitly 
as suggested by Work! Bank (1993), severe 
reshuffling ofpri vote expenditure on the part 
of the poorer families will cause a further 
deterioration in the health status of adult 
women and older and disabled persons and 
perhaps even children. 

Thm is thus inevitably a conflict between 
efficiency and equity as also between ability 
to benefit and intensity of need, which the 
supply of a merit good such a.s health services 
encounters [see Wagstaff 1993, for an 
illuminating di.seussion]. 


Table I: Health Expenwtoiie as PEaesNTAOE of GDP. 1990 


Demographic Region 

Public Sector 

Private Sector 

Total 

.Sub-Sahara Africa 

2,5 

2.0 

4.3 

India 

1.3 

4.7 

6.0 

China 

2.1 

1.4 

3.5 

Other Asia and Lslonds 

1.8 

2.7 

4.5 

Latin America and the Caribbean 

24 

1.6 

4.0 

Middle Eastern Crescent 

2,4 

1 7 

4.1 

Formerly Socmlisi Economies of Europe 

2 5 

1.0 

3.6 

Established Marxcl Ei'onomies 

5 6 

.3.5 

9.2 

World 

4.9 

.3,2 

8.0 


Nutt: Health expenditure includes outlays for prevention, prumuliun, rehabilitatiDD ond care; 
population activities; nu(rilioniK;livilies;pragrainine food aid: ondemetitcncyaidspecifically 
for health. It does not include water and sanitation. 


Wnr: World Bank (1993). Table A-9. pp 210-11. 

Table 2. AnE-.Snunc Death Rates (Pek I .U(X) Persons) w Ruatr Desurwahuc Reoions 1990 


Cl A'-'- Diwnsion and Gender Bia.s 

The cla‘s dinu'iision of this approach to 
health polics can al.so be not ruled out on 
the grounds that the a[toi.aiian of private 
'health expenditure is. in u’'- i asc, weighted 
in favourof thisse w iih necess.iry iocomcand 
wealth. A 60-year-old woman, with means 
to pay for her treatment, however (.'implex 
and expensive, shall secure such treatment 
because she has the ability to pay for it Rut 
what about her counterpart from the avei age 
and below average income and wealth group 
is the que.stion. Both have virtually no 
working life year to look forward to. Rut 
while the formcrcan buy whatevertreatment 
IS considered necessary for her ailment, the 
latter cannot unless her need is considered 
a merit want ihal publit health care facility 
will attend to. Following the DALY approach, 
thedcstiuitcold woman will have to live out 
herailinent In societies where the proportion 
of total heaithexpenditure incurred privately 
IS high, because this group of people will 
have to await access to medical care facilities 
on the basis of the calculation of DALYs 
gained the chances are that this group will 
go without medical care. 

In real life, not just old men and women 


Agr- .Sub- India China Other Latin Middle Fonnerly EstobliKbed World 


Group 

.Saharan 

Africa 



Asia and 
Islands 

America Enviem Socialist 
Caribbean Crescent Economies 
of Europe 

Market 

Economies 

(EME) 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

0-4 

42 

27 

9 

19 

1.3 

22 

4 

2 

20 

5-14 

5 

3 

1 

2 

1 

2 

0 

0 

2 

1.5-59 

8 

5 

3 

4 

4 

.3 

4 

2 

4 

bO-E 

57 

56 

S3 

47 

39 

48 

47 

41 

48 

Total 

15 

II 

8 

8 

7 

9 

II 

9 

9 


.Vource; Table A-4 (p 202) of World Bank (l993)givesdataatioutpopulationandiiutn(vernfdeaths 
by age-group. Death Rales per 1.000 in each age-group have been worked out on thebasi.x 
of that data. 


Tabio. 3 Probability OF Dyino Durino I5-.39 Years (Per Cent) and Life ExpstTANCV at Aoe 15 
Years. IN Hkiht DEMooRAnuc Reukins. 1950-1990 

Demographic Region Probability of Dying during Life Expectancy M 

Age-Group l.5'.59 Years Age 15 yean 


(PctCctD 



1910 

1980 

1990 

1950 

1980 

1990 

Suh-.Sahoran Afrna 

47.9 

.36 6 

.34.5 

43 

48 

SO 

India 

38.5 

26.3 

25.0 

47 

52 

53 

China 

Tl.4 

21.6 

17.5 

40 

55 

58 

Other Asia and Islands 

45 0 

24 5 

21.2 

44 

51 

54 

LaUn America and Curilibcan 

36.6 

19.1 

19.1 

48 

57 

60 

Middle Eastern Crevccnl 

SOI 

26.5 

20.1 

42 

52 

53 

Formerly Socialist 

Economics of Europe 

22.3 

2ti.2 

19.7 

34 

58 

59 

EsUMtshed Market Economics 

20.7 

11.4 

10,7 

55 

«l 

62 

World 

40.6 

24.7 

20.7 

47 

55 

56 



iA*.Y AS Efficbncv Indicator 

111 however evaluate DALY purely ai 
hcator of efndency of outcomes of 
service. In the first place, DALYs 
' future expected life are added up. 
:it in this is the assumption that DALYs 
age are separable. But if there is 
tpendence in health status at different 
in life, a simple aggregation ofDA LYs 
a faulty guidance to policy, 
iither problem relates to the method 
nputing the burden of disease. As 
med in the last paragraph of section 
Id Bank (1993) hu taken the incidence 
wtive (the future burden of that year's 
;ases or incident diseases). For 
ring the burden of mortality, it makes 
fference whether one follows the 
.ncc perspective or the prevalence 
xtive. But in the measurement ofnon- 
isabilities, it makes ail the difference 
perspective is adopted. Thus, for 
:x, new cases of blindness due to .small 
ay he zero but the past accumulated 
jf blindness due to small pox may be 
numerous. So also is the case with 
ia due to iron deficiency or toss of 
iue to accidents or disabilitic.s ansing 
iccupaiional diseases. Is it reasonable 
ore the slock of disabilities? Since 
' is used for policy guidance, the 
tec perspective results in an undcr- 
tion of the burden of disabilities and 
tre an underesiimaiinn of the lusk 
the health policy formulators. Not 
sal. The magnitude of the disability 
n on the adults is likely to be 
climated, because disability is likely 
more severe and more prevalent 
: adults and elderly. The DALY 
remenl through incidence method is 
sre prone to underestimation as well 
■direction. 

hermore. is maximisation of DALYs 
-J through public health policy 
entions an ideal to be pursued 
endently of (he composition of 
Uion? A reduction in death rate at 
’er age it cKcurs carries c(|ual weight 
calculation of the crude death rate, 
ation in terms of DALYs however 
different weights for reduction in 
rate at dilTcrent ages, as for example 
le death at age 30 means a loss of 29 
's, and at age 60 means a loss of 12 
's. A reallocation of public health 
es in favour of younger age may result 
icreaseinmortality at olderagc groups, 
while DALYs may be gained, death 
uy worsen among the older age groups 
ven overall. The maximisation of 
s is thus ex-post and does not refer 
same population. 

I nobody’s contention that the 
tmity should spend innniie amounts 


to save a humn life. Hiat is just impouiUe. 
But DALY as ab indicator of outcome of 
medical Interventions, (hough seemingly 
neutral as between llfeand death of particular 
individuals, can lead to peculiar problems 
when used as a measure of benefit. A 
hospital director would find that an expen¬ 
sive operation successfully carried out, 
though counted as a successful case in 
medical terminology, would earn the hospital 
different magnitudes of DALYs gained 
depending on the age of the patient saved. 
What type of an incentive system for 
hospitals, especially (hose in public sector, 
would come into existence under DALY 
norms? To (he denial of facilities due to 
economic condition would be added the 
possibility of a denial due to age, disability 
and even gender. 

The difficulty with DALY is that it i.s a 
hybrid of death and disability. It tries to 
equate, let us say, five years of healthy life 
with lOyearsoflifcIivcdathalfDALYeach. 
Such equation ignores the fact (hat death and 
disability are qualitatively different 

III 

Daly and Healdi Policy 

World Bank (1993) proceeds with great 
confidence to make definite recom¬ 
mendations about public health policy for 
the developing countries. It lakes DALYs 
gained as a measure of cost effectiveness of 
health interventions. Based on cost per DALY 
gained, it recommends redirecting public 
health and medical expenditure away from 
tertiary hospitals and high cost treatment to 
primary health centres and district hospitals. 
The Report lecommdnds greater devolution 
of public funds to pnmary health centres and 
district hospitals. These should be provided 
with better personnel, drugs, equipments and 
transport facilities. The Report also 
recommends population based health servicas 
which arc largely preventive in nature or in 
the nature of control of communicable 
diseases. Warning is sounded, interestingly, 
against vested interests of pressure lobbies 
of medical personnel, pharmaccuiical 
companies and organised groups of public 
which may result indi versiem of public health 
resources toward expensive tertiary medical 
hospitals, costly treatments and surgcncs 
while primary health services and preventive 
health measures are starved of essential 
resources. 

The Report mentions six components of 
public health services. These are: (ii 
immunisation, (ii) school based services, 
(iii) infunnaliun and selected services for 
family planning and nutrition, (iv) 
programmes to reduce tobacco and alcohol 
consumption, (v) i mprovement ofhousehald 
environment, and (vi) AIDS prevention. As 
regardsdinical and curative molical services, 
the goventmeniislORstrictitseirto providing 


essential clinical package consisting of five 
elements, namely, (i) prenatal and delivery 
care, (ii) family planning services, (iii) 
tuberculosis control, (i v) treatment of sexually 
transmitted diseases, and (v) care of serious 
illness of the young children. Thus, beyond 
the population-based health services and the 
nationally defined essential clinical package, 
the Report is general I y 1 n fa vour of wi ihdra wal 
of the government. 

At different poims. World Bank (1993) 
repeatedly advocates that government 
expenditure on tertiary rare facilities, 
specialist training and interveniions that 
provide little health gams i n terms of D AL Ys 
saved per unit of expenditure, should be 
reduced or eliminated. Indeed, at one point, 
the Repoit'.s recommendation is to “convert 
some acute care hospital capacity to less 
costly extended or chronic care facilities 
for patients who require Icss-inicnsivc care 
for long-term recovery and for rehabiJi- 
lation of chronic conditions so that over 
time, the tertiary hospitals can he operated 
on .sclt-financing basis, or they can be 
closed, convened to chronic care facilities 
or di.strtci hospitals if these are needed or 
even sold to ihr pnvalc sector" [World 
Hank I‘<9.? 137! 

In iheorriical lemis, Woiid hank (1993) 
seems to gnhack lotheoMclassica' intsiiion 
regarding the role of the state in correco'ig 
for market failure due to lack ot infurinaiion 
and prevalence of exiernalittcv. Child and 
maternal care and family planning conslituie 
one plank of policy. The other plank consists 
of (akingcarc u( cxiematiues associated with 
immunisaiion. T B. AIDS, .sexually 
transmitted diseases, environmental 
improvement and control of communicable 
diseases. For the rest ofthe diseases involving 
medical ticaimcnt or surgery, the soaety has 
to depend largely on pnvaie provL-aon of 
medical services preferably P lancedmrough 
voluntary insuraiHt. 

World Bank (1993) recommendations are 
based on two considerations’ (I) high cost 
of DALYs saved in tertiary hospitals and (2) 
ihe assertion that the benefits of leniary 
hospitals arc skewed in favour of better-off 
urban groups. As (he Report puts it, 
“Government spending for health goes 
dispropotlionaiely lo the afllucnt in the form 
of free or below-cost care in sophisticated 
public tertiary care hospitals and subsidies 
to private and public insurance.. In low- 
income countries the poor oRen lose out in 
health because public spending in the sector 
is heavily skewed towoid high-cost hospital 
services thsidispropontonsielybeneru better- 
off uitwi groups" [World Bank 1993:4], 
Therefore, the inevitable conclusion u lo 
“reduce govemmeni expenditure on teitufy 
facilities, specialist training.andimerventioiis 
that prnvi^ tnilc gain tor ihe namey tpent" 
(Worid Bank 1993:6]. 




QuesnoNS Avoioeo 

Interestingly, the Report refrains from 
providing any clue as to the optimum level 
of public expenditure on health services. 
Should public pTovisioningofhcalthscrvices 
in developing countries aim at teaching the 
level that obtains in the developed countries? 
Or could they obtain belter results in terms 
of health status of the community by 
depending much more on private 
provisioning? Let us turn for answers to the 
grouitd situation. 

Table I shows health expenditure as 
percentage of GDP in 1990 in eight 
demographic regions of the world. It will be 
noticed that inestablished maricet economies 
taken together public sector spending on 
health far exce^ that in any part of the 
developing world. As against S.6 per cent 
of GDP m the former, the proportion in the 
developing world does not go beyond 2.S 
percent of GDP. it is also noteworthy that 
though India spends as much as 6 per cent 
of its GDP on the health services, only 1.3 
percent of GDP is spent hy the public sector 
and the balance 4.7 per cent represents private 
spending. On the other hand, out of IS per 
cent of the GDP spent by China on health 
services. 2.1 per cent is spent through the 
public sector and 1.4 per cent through the 
private sector. Actually out of theeight major 
regions, with respect to which the data are 
presented in the table, India's public sector 
expenditure at 1.3 per cent of the GDP is 
the lowc.sl. 

Data relating to utilisation of hospital 
facilities in India arc available for the year 
1986-87, for the 42nd Round of National 
Sample Survey and are published in the 51 st 
issue ofSurvcitrhaflo. Out ofthc 18.6 million 
cases of hospitalisation in 1986-87, 11.1 
million or about 60 per cent Here treated in 
public sector hospitals, that is, in public 
hospitals and primary health centre.s. Out of 
11.1 million cases treated in public scctni 
hospitals. 9.5 million came from rural areas. 
Further, only 1.8 million cases belonged to 
the top 20 percent of the population in terms 
of per capita expenditure (Kothari I993|. 
Thus the sweeping generalisation of World 
Bank (1993) that public hospital facilities 
are mostly utilised by the better-off among 
the urban population is not borne out. in the 
case of India at least. Contraction of hospital 
facilities is bound to hit the poorer sections 
more severely. Out of 7.6 million hospitali¬ 
sation cases from the bottom 40 per cem of 
the population, as many as 5 million had 
availed of public hospitals. This may be 
compared iviili 7.3 million hospitalisation 
cases from top 40 per cent of the population, 
of whom4.1 milKanavailed of puUic hospital 
facility. 

Let us now see for ourselves the 
'•nncMiiences of curtailing government 


in volvement i n cli nical and curative tnedkal 
services as recommended by World Bank 
(1993). According to the data presented in 
its Tables A-4, B-l and B-5, of 9.3 miiliim 
deaths occurringinlndiain i990,3.8miUion 
or 41 per cent deaths occurred in the age- 
group below 15, as many as 2.3 million or 
25 percent deaths occurr^ in the age-group 
15-59 and 3.3 million or 35 per cent deaths 
occurred among 60+ population. If public 
expenditure on curative and clinical medical 
services were to slop or be severely cur¬ 
tailed. as World Bank would like to see 
happening, mortality in the adult age-group 
(15-59 years) would sharply increase. The 


burden of disability too would Incieaae 
because this ia the productive age-group. 
Also, deiuhs and dlssMlity in thisage-group 
would cause distreu among depondenta and 
even causedestitution. The DALY approach 
ofWorld Bank takesnonoticeof such cooie- 
quences on productivity and social distress 
that will be generated in case this approach 
to health policy is adopted in India. 

When we compare age specific death rates 
(per 1.000 persons in each age-group), we 
And that India is only slightly better off than 
sub-Saharan Africa and much worae off as 
compared to China and other Asian 
countries. Table 2 presents data relating to 
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t demographic legloiu. In the age-giaup 
9, death rate per 1.000 in India in 1990 
flve,ai compared to three in China and 
lie Eastern Crescent and four in other 
and islands. The gains from reduced 
I mortality that might undoubtedly result 
the adoption of World Bank health 
:y packa^. can easily be squandered 
ftailment of public clinical and curative 
'cal services as recommended by the 
nisation. Thus, if child mortality rate 
dia declines from 27 per 1,000 to the 
icse level of 9 per 1,000, about 2 million 
IS would be saved. But if eoncuirenily 
result of the curtailment of public 
:a] andcurativemedicalservices,death 
in India among the adult age-group 
)9 years) were to increase from five 
1,000 to those obtaining in sub¬ 
ran region, that is, 8 per 1,000, an 
:ase of 1.4 million adult deaths would 
St cancel out the gains in reduction in 
J mortality. Further disadvantage 
d be increased burden of disability 
ig 15-59 age-group, 
ve look at India's health secturin regard 
: productive age-gmup, 15-59 years, the 
svements over the past 40 years have 
very modest. Table .1 shows the 
tbility of a 15-year-old dying before 
dieting 60 years and life expectancy at 
5 for eight demographic regions of the 
1 during 1950-90. Probability of a 15- 
old in India dying before completing 
»rs was as high as 25 per cent, or one 
jr in 1990. This may be compared with 
a's 17.5 pier cent or one in six. Even 
rAsiaandMiddleEasternCrc.sceni show 
bability of one in (Ive. It is noteworthy 
^hina. Other Asia and Middle Eastern 
:ent were worse off than India in 19.50. 
ixpectancy at age 15 improved by only 
tan for India, as compared to 18 years 
-hina, 13 years fo Middle Eastern 
:entand lOyears for Other Asia, dunng 
0 years, 1950 to 1990. 
the eight demographic regions. India 
imed out above, ranks the lowest with 
1.3 percent of GDP spent on the public 
r provision of health services. While 
lapita public expenditure on health 
xs in India would work out to about 
lublic health care and essential clinial 
Xt packageshould. accordinglo World 
(1993), cost $ 12 per capita. Should 
ic so, public expenditure on health in 
. needs to be increased from around 1.3 
mt to 3 per cent of the GDP. There is 
juod case for increased, not decreased, 
stion for public health and medical 
:cs. We do not wish to be construed as 
wing however that the existing pattern 
ibiic health spending is at all perfect, 
id h ii not. Thm is coiwidenibie scope, 
' vieur, to reoriem Ibe existing pattem 
))lc health ipending In India to ensure 


not only better utilisttion of public sector 
facilities and resources but also greater 
emphasis on infectious diseases control and 
preventive aspects of health care with 
community involvemciil. Today we have 
primary health centres and sub-centres in 
sufficient nuinben.butlittleof primary health 
care. This has to change. 

The World Bank (1993) prescription of 
restricting public expenditure on h^th and 
medical services, eliminating public support 
to specialised training in medical education 
and privatisation of the remaining medical 
services to be financed through voluntary 
medical insurance schemes, is bound to lead 
to di stress and escalation of costs. The evils 
of what have come to be known as adverse 
selection and moral hazard associated with 
medical insurance would automatically lead 
to a rise in the cost of medical services. 
Besides, how many people in India can 
afford private insurance? So also a with¬ 
drawal of public support for specialised 
training would lead to a rise in the cost of 
services of doctors and surgeons, besides 
adversely affecting the position India has 
come to acquire in several specialised fields 
of medicine and surgery. World Bank recom¬ 
mendations pay no aliemion to the success 
of publiceffort at health and medical services 
in China and Sri Lanka or even Kerala. 

IV 

Conchuion 

Health policy has to face life and death 
problems. As W B Arthur (1981) puts it, 
“one often hears two different ethical 
arguments where activities that pul life at 
ri.sk arc under discussion: ‘life is inftniiely 
valuable' vs ‘social product is what counts'” 
(p 65). What World Bank (1993) has done 
IS that it has given exclusive importance to 
the social product and that too in an extiemely 
narrow sense, without going into its equity 
aspect or possible gender dimension. This 
docs not mciui that the pursuit of the first 
objective, namely, ‘life isinifinitely valuable' 
must reign supreme, given that there arc 
cosis which have to be paid for. “We do not 
know what the nghi objective is. Should it 
be to maximise the good that is added to the 
world or (he good that is added to the lives 
of existing people, or whatT' [Broome 
1985:292]. “We need sensitising and 
humanising decision-makers, who will face 
up to (he full difficulty of life-and-death 
decisions. But putting a money-value on life 
helps to make the decisions seem mechanical 
and easy. We do not want our nilen to be 
sheltered by their experts from a full 
appreciation of their responsibilities" 
(Broome 1985:292). These observations, it 
must be noted, were made in the context of 
QALYs but they apply far more strongly to 
DALYa which Wo^ Bank advocates in 
World Bank (1993). 


Maximisation ofDALYs (oreven QALYs) 
gained does not, in our considered view, 
provide the right answer to questions raised 
in regard to the allocalion of health spending 
in the public sector. The question itKicfore 
is that if we reject this approach how do we 
proceed. One objective that can clearly be 
stated for India is that any revamping of (he 
health system that is likely to increase age- 
specific mortality isunacccfXabie. Preveition 
of deterioration in age-speciEc death rates 
has to be the first objective. Secondly, 
improvements in child mortality rases are 
urgently needed. Thirdly, control (^infectious 
diseases and preventive health imerventions 
must get priority. Fourthly, birth control and 
maternity care need more attention. Finally, 
to the extent possible, the burden of tte 
existing disabilities should be treated in a 
cost-effective manner regardless of income, 
age or gender. 

(The authors are grateful to N H Antia for bit 
comments on the paper.) 
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Peasants and Politics in Malabar 

Dilip M Menon 


I READ with increasing astonishment 
M Kabir’s review titled ‘Peasants and Polittes 
in Malabar' i.EPW, May 3). Under the guise 
of a detailed rebuttal of the arguments in my 
book (as evidenced in the length of the 
review), Kabir blandly restates the older 
paradigm which 1 had tried to qualify or 
contradict. Kis position seems to be that we 
know all we need to know about the social 
history of Malabar and no more new work 
needs to be done. There is no evidence of 
any substantial or original research in 
M Kabir's piece. He draws upon work 
(worthy for its timc)doncagencratiun earlier 
by Prakash Karat and Gopalankutiy and upon 
the trusted and well-thumbed gazetteers and 
colonial ethnographies. I would have called 
his review curiously immature and slipshod 
and left it at that but for the fact that his tone 
precludes chanty on my part. My b<«)k is 
called charmingly, ‘an inept and distorted 
natrativc of half truths’: an act of bad faith 
only redeemed by the 'lucidity of style’ and 
the fact that it is 'highly readable'. Thunk 
God for small mercies. 

Before I get on to what Kabir .staic.s a.s the 
substantial prublem.v with the book, it is 
necessary to point out the characteristics of 
the dishonest and lazy method of reviewing 
that he adopts. First, in lieu of original 
research, Kabir hitchhikes on the material 
presented in my book and in the pioneering 
work done by Karat and Gopalankutty. He 
presents no new material to contradict the 
arguments I have made. Moreover, he 
suppresses the fact that I have already engaged 
with and sought to refute or qualify the 
conclusions and data in the works that he 
so copiously copies out. In the last section 
of the review, he presents once again the 
narrati veof peasant acti vity in Malabar drawn 
from earlier work without taking up or even 
acknowledging any of the sub.stantial 
revisions I have offered. Writing history is 
not just a narration ot one damn^ fact after 
another (as A J P Taylor put it with 
characteristic spleen). Kabir docs not have 
anything more to offer than this. Second, 
Kabir is a careless reader given to 
misquotation to serve his critique. Two 
examples wilt suffice. He observes that I 
define communities as characterised by the 
coberence within them of interests, actions 
and values which engenders fixed identities, 
etc. He then goes on to state the obvious, 
i e, this denies contradictions within societies 
and so on. Even a cursoty reading of page 
3 will show tbtU I am critical of the idea of 


permanent coherence within communities. 
The entire introduction is an exercise in 
showing the protean nature of the concept 
of community; 

there con only be cunjunctural creations of 
community when a temporary balance is 
achieved between diverse individual 
initiatives and subjective perceptions of 
disparities (p 4). 

In another instance, Kabir makes the absurd 
charge that “to the author the differences 
which existed among the peasants were 
irrelevant", and goes on to ostensibly quote 
from my text 

disliiK-tiomi between cultivating and non¬ 
cultivating and land-owner and tenant were 
misleading and not of much value. 

in copying out the sentence from my book, 
Kabir leaves out the primary clau.sc: The 
author of the report on the .second re¬ 
settlement of Malabar in 1930 observed that 
distinctions between...," etc. It is quite clear 
to the average intelligent reader that I am 
citing someone else's opinion. Third, he is 
given In crude one-scnlencc reductions of 
nuanced positions argued in great detail in 
the book. Kabir finds my understanding of 
the social history of Kerala 'exasperating'. 
As an example, he cite.s my ostensible 
disregard fortherigiditiesof the caste system 
in Kerala. He avers that I state that nairs, 
cherumas and tiyyas drank together at the 
end of a working day or on the occasion of 
festivals, it would appear from this that I am 
arguing that the caste system was actually 
the name of the local pub in a village. Kabir 
docs not elaborate that thi.s particular point 
about a ‘temporary camaraderie' overdrink 
is part of a much larger argument running 
through the first three chapters suggesting 
that ibere were shared spaces as well between 
castes in an otherwise strictly .segregated 
society. When Kabir suggests that this 
position is ‘unsubstantiated',it isareflection 
of his unfamiltarity with either archival 
research or the basic secondary literature. 
The annual reports on the ahkari 
administration of the Madras presidency 
(cited in my book), arc a rich source of 
information about patterns alcohol 
consumption and can he used for constructing 
a social history of drinking in Kerala.' In 
support of his belief in a rigid and 
unbridgeablesocial distance between castes, 
Katrir trots out the piece of infomiation 
beloved of evety school child in Kenla, i e, 
pulayas and chmmas had to keep a distance 


of 64 paces from their caste Hindu overlorda. 
Either one can retain this picture of a 
mathematically precise society whm social 
relations were conceived in multiples of 
eight and regulated by the footrule 
(presumably everyone carried their own). 
Or. one could engage in historical research 
which looks at the actual complexities of 
relations on the ground. Yet anotherexample 
of crude reduction comes in his 
characterisation of my understanding of 
Cungre.ss activity in Malabar. I am cited as 
arguing that nationalism gave the members 
of nair tharavadus an opportunity to "settle 
scores with groups they were opposed to”. 
To pick out a minor facet of an nrgument 
and to state that this is the argument itself 
is not only careless reading but dishonest 
manipulation of evidence to prove Kabir's 
case. 

As 1 have stated earlier, Kabir is resistant 
to any new interpretation of the history of 
Malabar So what is new in my book (as 
reviewers likeRobinieffrey in tESHR, Susan 
Viswanaihan in The Book Review and 
Radhakrishnan Nayar in the TUner Literary 
Siyfplement have generously recognised)? 

Economy 

Existing studies of Malabar, without 
exception, characterise the region as an 
economically stagnant, hierarchical, wetland 
zone giving the impression that it is a land¬ 
locked economy untouched by trade or an 
engagement with the world market. This 
notwithstanding the fact (hat oceanic trade 
has been part of Kerala's economic life for 
over a millennium. Surprising as it may 
seem, mine is the first study to situate the 
social and economic history of Malabar in 
the 19th and 20ih centuries within the vagaries 
of a larger world economy. Indeed, in the 
1920s, and beginning even earlier, Malabar 
had begun to outstrip south-east Asia to 
become the largest supplier of pepper and 
coconut to European markets. Even rice, 
which Kabir and others would see a.s a 
'subsistence' cnipalune, waspariofatrading 
network along the coast to the B ay of Bengal 
and south-east Asia. 

One of the major consequences of this 
export-oriented economy was the fact that 
the area under cultivation increased 
dramatically with forested areas being 
encroached upon as well. As I point out in 
my book, between 1913 and 1930 the 
cultivated area in Kottayam taluk increased 
by 30.06 per cent. Between 1903 and 1928 
the extent of land under the cultivation of 
pepper rose from 23,837 acres to 1,11,037 
acres - a reroarkaUe leap by any standard. 
Any understanding of the economy of 
Malabar has to look at the dynamic 






touMp between wetltnd, diyland end 
1, inatoul of concentnting on iny one 
Speaitieading the opening up of 
vation and the responie to swtngi in 
national price forcropa was the marfcet- 
ited small farmer. 

bir objects to my detailed working out 
s alternative mc^l on the grmind that 
w upon “scholarly observations made 
ilation to other regions of the Madras 
dency”. This is a peculiar observation, 
kxibt he would prefer Malabar to be 
ed as an autarchic economy without any 
ection with the test of south India or 
jd a wider world economy. He displays 
'norance of recent historiography when 
lys that the model of the independent 
et-oriented small farmer is dm ved from 
e Robert’s work. It is clear that Kabir 
not wish to read widely. He could have 
st read my footnotes in which I indicate 
mrk of David Ludden and Christopher 
r among others which have helped us 
:conccptualising the .south Indian 
omy. In his critique, he rehearses the 
irguments showing that the agrarian 
amy was dominated by large landowners 
I rack-rcnlcd peasantry. This in no way 
I us to understand what are two obvious 
important features. First, small 
Pleads cultivating for the market, and 
extreme sensitivity to fluctuations in 
d prices, at times leading to 
plantation. Second, the steady 
lachment on forests all the way through 
e 1940s (in Wynad led by Christian 
ralors from Travancore) to cultivate 
1 for the market. 

bir says insoucianily that the Malabar 
pensatiun for Tenants' Improvements 
)f 19(X) was a dead letter despite iny 
.ssion which shows that it gave eJefacto 
: dt jure security to tenant cultivators, 
r of them made full use of the boom 
world prices of coconut to overptani 
plots beyond the ability of landionls 
i compensation if they wished to evict. 
*6011 reading of the evidence provided 
: Malabar Tenancy Committee Report 
27 provides sufficient evidence. Kahir 
nits the elementary misuikc of citing 
filed for eviction by landlords without 
ng at how many of these actual ly resulted 
iction. 

ere are two further issues which militate 
St the older paradigm of a stagnant 
ian economy in which initiative, if any, 

I come only from the big landlords. 

, how arc we to understand the 
xming of small factories - tile, brick, 
mills, weaving - between I9Q0 and 
1 This phenomenon is indicated both 
1 annual report! of the department of 
try as well as in autobiographies like 
of the Malabar ‘Birla’. Samuel Aaron, 
s weie small esubtishmena employing 


between five and 10 people and thenfore 
did not come underthe purview of the Indian 
Factories Act Most of them may have arisen 
as a leault of the ploughing of the profits 
from the boom into activities like house¬ 
building as well as the setli ng up of factories. ’ 
It was the impact of the depression and the 
decline in dmand for cash crops from 
Malabar which killed this boom; hence the 
term ‘fragile affluence' which I advisedly 
employ. Another important consequence of 
Malabar’s integration into an oceanic 
econonty is the fact of the migration of large 
number of lower castc.s a.s labour to west 
Asia, south-east Asia and even Africa (a.s 
evidenced in the annual reports on 
emigration). When Kabir reiterates the old 
and Jaded picture of lower castes grr,uiKl 
down within an exploitative lucrarclty he 
wishes to ignore, and indeed suppress, any 
notion of agency on their pari. My recent 
research on pamphlets written in the e.irly 
20th centuiy by lower caste cmigrant.s who 
returned to Malabar (collections in the Indi i 
Oflicc Library .London) show that they came 
back suffused with ideas of dignity >uid a 
rejection of caste.' Even priorto the formation 
of the SNDP Yogam and ccriainly much 
before the emergence of socialist activity, 
numbers of emigrating lower castes may 
have imbibed notions of equality through the 
expericnceof anonymity and social mobility 
in their lifetime. 

Shrink Ff-stivals and Caste 

One of the themes in ilie book is the 
changes in the longterm in attitudes towards 
religious practices and the movement away 
from shared religious spaces like shrines to 
the realms of higher Hinduism as practised 
in temples. Kabir says that he docs not believe 
that there was cither community or lecipmcity 
at shrine festivals and adds loftily that my 
line of enquiry is nut ‘refreshingly new'. The 
notion of reciprocity he prefers is that of 
Walter Noale whose work wasdoncin 1957. 
It is quite clear yet again that Kabir is 
completely unfamiliar with current 
historiographical debates. In trying to 
construct the notion of a community of 
worship inclusiveuflandlord and cultivator. 

I wished to move away from the rank 
economistic empiricism that Kahirand others 
espouse which would see agranan relauons 
as constituted entirely through the giving of 
credit, revenue extraction and the extraction 
of labour. Cyan Prakash’s work (which is 
‘refreshingly new' for Kabir I hope) on the 
kamias and maliks of Bihar - particularly 
the ideas of a shared yet contested religious 
paradigm as well as what he terms (he 
“economy of gentleness and violence" - was 
useful for leconceptualising the participation 
in religious festivals. 

Kabir asserts (hat the shrine festivals were 
reosseitiveof social hierarchy implying that 


I have argued that this element was absent 
altogether. This is a further example of 
Kabir’s careless reading and dishonest 
reporting of arguments. Thechapter discusses 
three kinds of religious activity: those which 
stress interdependence between castes as 
well Its hierarchy pilgrimages in which there 
is an aspiration towards equality, and the 
/eyyem where (here t s a cri tique of t he violence 
of hierarchy. The point being made is that 
none of these festivals can be treated in 
isolation as capturing the essence of the 
relations between castes. Indeed, the 
complementary and contradictory nature of 
these fcsiivalsprojeci thedifTcrent imaginings 
of village society. Kabir’s reading of the 
evidence in the chapter is innocent of any 
theoretical knowledge and at best there is 
a crude version of structural functionalism. 
This sees religious festivals as functioning 
entirely to maintain social hierarchy without 
.illowing for either the subjective perception 
Iff pariicipanis or looking beyond what 
‘sjt.'ilie Dari<- calls the 'privilcg^ truHtient’ 
o! the ritual. It is not without signiftcance 
that a number ot teyyam performers were 
drawn towards radical political movements 
and there are references in police files to 
communist ‘dances’. 

Naiionausm 

One of the major argumenu in the chapter 
on nationalism is that Congress activit)' in 
Malabar was iH'bbled by its half-hearted 
approach towards the issue of caste. IiKleed. 
the larger argument car be made that this 
was true in general of south India Hence 
the appeal of the Dravidian movement in 
Tamil Nadu, for example Kabir's 
untamilianly with the histonograpby of 
nationalism in south India, let alone India, 
and indeed with a historical method 
transcending the mere collection of facts is 
clear in his critinsm In staling (halca.stc wax 
an issue which mattered the Congress 
leadership, he is 'ontent with the fact that 
in 1931, the All-Kenia Political Conference 
passed a resolution for temple entry for all 
castes. In evaluating civil disobedience 
activity, he gives us the fact that 20,000 
people gMhered to watch the making of sah 
in May 1930 He does not ask elementary 
questions of this material: was (he resnhnkm 
effective? what was the composition of the 
crowd? what were the consequences of ibeu 
actians?andsoon. InKuniyan. forexamiiie. 
people from a settienicsH of tiyyas who had 
madealivingbyprocessingsaiiwereanesied 
by the police, in spile of dieir praiesttttoas 
that they have nothing to do with the 

Congress. For Kabir such arrests would only 

go towards swelling the numbers of 
‘nationalists*. As I have argued (ud Ksliir 
docs not refute), salt-making was ewawfsH 
to the upper castes and the very niMie of 
the process excluded lower eacte 
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and the adoption of the Peopte’a War fine 
in 1942 rewlted in a volte face. The theme 


participation. Khadi propagation, aa 
eUewhete in India, led to profiis for local 
capitalists among others, as the Congress 
stfwk a bargain with textile mills, allowing 
the sale of mill products. Of course, this is 
not to argue that these were the only 
consequences iMit any good history mutt not 
concentrate on the form of political activity 
alone. It must look at the unintended 
consequences as well. 

In the case of the Gunivayur satyagraha, 
Kabir's only argument against my detailed 
exposition showing that it resolved itself 
into a'nair-brahmin conflict is to say that 
marches attempting lu widen participation 
were undertaken; January 8, 1932 was 
observed as Gunivayur day and so on. Even 
as late as May 1932 tiyyastesolutely refused 
to have anything to ^ with the satyagraha 
and C Kri.shnan slated that 

as long as we remain within Hinduism 

we give brahmins the right to colcgonse us. 

Kabir states (hat a bill to permit temple 
entry to all castes was introduced in the 
legislature in 1932. He is ignorant of the fact 
that it was only in 1939 that an initial act 
was passed and not till 1949 had (he Madras 
Temple Entry Authorisation (Amendment) 
Act allowing all classes of Hindus entry into 
all Hindu temples come into effect. 

Pkxsant Unions 

This section is an example of Kabir's 
hitchhiking strategy at its best, or worst. He 
summarises material elaborated and 
discussed in the book and presents it as if 
it were unknown to me or constituted an 
alternative narrative. Here again he resorts 
to an extremely simple-minded empiricism. 
The very existence of a peasant union is for 
Kabir a sign of the presence of a full-blown 
class consciousness. What I have tried to 
show is that (here was considerable variation 
both in the composition as well os motivation 
of unions. Some were formed as lobby groups 
in response to the Malabar Tenancy 
Commission, which published its report in 
1940, and were dissolved after they gave 
evidence. Others like the Chittariparamba 
Peasant Union included both landlords as 
well as agricultural labourers. Yet others 
acted as protection squads and intervened in 
specific disputes within particular villages. 
Moreover, in the evaluation of political 
activity, Kabir prefers a simple-minded 
narrative of rising radicalism from 1933 to 
1948 without a consideration of either the 
varying twists and turns of party policy or 
of peasant initiative outside party 
mobilisation. From 1933 to 1939, the socialist 
leaden of the peasant moventeitt (drawn 
largely from upper caste tharawadus) tried 
to keep radicalism wiilttn limits prompting 
initiative by independem peasant unions. 
The socialists were pushed towards becoming 
moK radical but the transition to oomrauniim 


became one of co-operation with lantflofds: 
a pragmatic sirate^ in which the patty 
brwght mote land under cultivation during 
a time of food shortage. As a part y pubUcadon 
hopefully put it in 1944, ‘‘janmit and the 
capitalist...have begun todesireourgrowth*’. 
The year t946signalledateturntomilitancy, 
the earlier pragmatism had meant that 
cultivators were in possession of land they 
were loath to relinquish. In 1948, when the 
party deflned its true base of support as being 
Che agricultural labourer, it inaugurated not 
only a new phase of militancy but also lost 
a significant proportion of its earlier support 
base drawn from tenant culli vaton and small 
landowners. 

KaUr poi nts out that I ha ve not shown why 
people woe attracted towards locialiun. This 
is probably the only legitimate point in his 
over-long review. Ideology was one of the 
lacunae in the book and is a problem I am 
currently addressing. However, in a section 
entitled The search for an alternative cult lire’ 
(pp 143-51), I tried to indicate how nebulous 
the concepts of socialism and Marxism were 
to most of their early adherents. K PGopalan 
with characteristic candour said, "we had 
socialist aims without knowing anything 
about socialism”. A K Gopalan was even 
more frank. He attributed his conversion to 
Marxism to a desire to rid himself of "false 
pride, self-conceit, and desire for powet^ 
which he belie ved to be the traits of his class. 
Obviously, the problem is knotty and 
demands a detailed reading of the texts of 
individuals like E M S Nambudiripad and 
K Damodaran, among others, as well as 
autolnogniplues to understand the attraction 
of Marxism. Put another way, what did 
Marxism allow them to do? Kabir as ever 
goes for simple and obvious answers. He is 
content with what every schoolchild in Kerala 
is taught: the famous meeting between E M 
S and the Bengal terrorisU in Cannanoie jail 
when the former is exposed to the ideas of 
socialism. I am currently engaged in writing 


on B M S’l engagement wt& Mwdaiii, 
paiticulatty in Ml leooaoeptuidiMtioa ofthe 
history of Kerala In Kwwtowkfatoya/ifcrfiidf 
ktatimShumi (lSt48).* What e m e rgra is a 
fascinating mix of a misleading of Bagels, 
lelianceon Nambudiri tradition and aconcxm 
with resuscitating upper caste culture for the 
region of Keralam. Simple answers will not 
do and new questions have to be asked, if 
a history of Kerala is to be written. 

Kabir's III researebed, immature and, at 
limes, dishonest appraisal of my book wishes 
to make one simple argument: Malabar was 
a stagnant society redeemed by the growth 
of class relations under the leadership of the 
Communist Patty. There may, petb^, be 
tome truth in this vety broad proposition, 
but god lies in the details. However, nuanoed 
and new questions are anathema to Kabir's 
simple-mindedness. He wishes to push 
writing on the history of Kerala back by a 
generttion or more. I for one shall not go { 
gentle into that good night. 

Notes 

1 Poraprelimitiaiy formuladonoftheaigainem 
see Dilip Menoa, 'Aanandalhiliiinu Vilakki- 
lekku: Madyaviun Malabar Samuhavum', 
Ktmla PaebMongal, 3 (1993). 

2 See my paper'A Fragile Affluence: Work and 
Industry in Malabar. 1900-1940'. paper 
presented at Iniematioosl Conference on 
Kerala's Development Bxpenence, New 
Delhi. Decemlier 19%. 

3 Some of this is incorporated to my paper, 
‘Caste and Colonial Modernity: Re^ng 
Sanawath/i/ayam (1893)', unpublished MS, f 
1997. We need to lake into account iMgralioo , 
even within South India to plantalioni. Some 

of the early novels in Malayalam like 
SaraswiUivijayam0i93)mdSiikMmori{\t9a'} 
indicate the possibility of social mobility 
through labour in pltntotioiis. 

4 Dilip Menoa, ‘Being ■ Brahmin the Marxist 
Way: E M S Nambudiripad and the Paets of - 
Kerala', paper presented SI confeience on‘The 
Ptace of the Past; Uses of History in Sooth 
Asia‘. School of Ofknial and Afticim Studiei, 
London, April 1997. 
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Women, Work and Health 

Study of morbidity among women in Mumbai underscores the strong 
relationship between women’s work lives and ihcir health. Since for 
most women the household is the site of .so much of their work, women’s 
labour in producing and raising children and in keeping the households 
running has to be integrated into any exploration of women’s health 
status. 3VS-38 When looking at women's health issues, we need to 
consider the totality of women’s work, whether paid or unpaid, whether 
recognised as work or not and whether ihe impact on health is physical 
or mental. WS*45 The observed statistical correlation between increase 
in women's employment and decrease in birth rates has made increased 
women’s wage employment a primary goal, not necessarily on its own 
merits, but as part of the demographic drive to reduce fertility. At what 
cost to women’s health and welfare arc such demographic outcomes 
contrived? WS-53 The issue of women, work and child care, the role 
conflicts employed women are confronted with, the limited options 
available to them, their striving towards making the most of whatever 
supports exist and the effects of these on children are themes which have 
bran widely debated. An integration of data from four primary research 
studies which have focused on issues of women's work and child care 
in a comprehensive manner. WS>64 Arc female-headed households 
poorer than male-headed households? Do they spend their resources 
differently from male-headed hou.seholds? Do children in lemale-headed 
households have different access to social services and different welfare 
outcomes? An investigation of the links between lemale headship, poverty 
and welfare in a rural setting in Orissa. WS-73 Education plays a crucial 
role in improving the possibilities fur personal growth and independence, 
but cultural norms, values and customs are no less important in determining 
women’s life choices and physical and mental well-being. The linkages 
between culture, women’s education and health in urban slu.ns. WS-U 

Markets and Efficiency 

While a vcctorwisc larger output for given endowments would constitute 
an improvement in the efficiency of resource use, such an improvement 
does not follow from the replacement of an activity set with a lower 
rate of transformation of one set of goods into another by another 
activity set with a higher rate. It would follow it the economy always 
had full employment of rc.sources, but since it docs not. the two 
perceptions of efficiency arc not synonymous. This has impoitani 
implications for economic p«>licy. 2807 


Biodiversity 

The cunflicis between Ihc 
Convention on Biological Diversity 
on the one hand and ihc GATT 
Agreement and the IPR regime 
on the other have not been 
adequately cunfronicd so far. 2814 

Food Security 

Studies of Asia and Africa, as much 
as Indian evidence, show that 
questions relating to food security 
canned he addressed only through 
macro measures hut call for 
effectively targeted efforts. 2821 

Rural Banking 

Rural banking infrastructure has to 
be defined in the widest possible 
sense if the motivaiion of bank 
siafr working in the rural areas 
is to be improved. 2782 


Weather and Water 

Weather and water are emerging as 
cniical areas for urban platming as 
the 'lung spares' of Indian aties 
. steadily shnnk and their water 
sources gel polluied. _ 1797 

Female Health Workers 

To improve health and family welfare 
smices. the muiople problems faced 
by the Female He^h Workers, the 
vital link in the health care delivery 
chain in lural areas, must be 
addres.scd on a priority basis. 1791 

Textile MUl Land 

In refasing to give permission to 
textile mills in Mumbai lo sell iheir 
land, the Maharashtra govenuaeM is 
not being sympathenc to the cwie 
ol mill workers but is pandering 
to the real estate lobby • 278S 
















LETTERS TO EDITOR 



More on John Bullion *s 
Empire 

IT is iionkal that Aiun Bahoji (October 4-10) 
should seek elucidation about a system which 
he denies mystified him, or anyone else. 
Despite possessing "some knowl^ge of the 
period”, he is wrong because he confuses and 
conflates two distinct aspects of the remittance 
process. 

The first aspect, or step if one prefers, is 
the acquisition of sterling by the government 
acting as the contemporary analog ofa ‘central 
bank'. A form of exchange intervention, this 
substituted for gold movements and 
represented a putciy monetary transaction: 
as the foreign assets of the 'central bank' 
increased, .so did its domestic liabilities, i e, 
rupees in circulation in India. The extent of 
this form of intervention would be limited 
by (a) exchange rate considerations, and (b) 
whether or not London could afford gold 
outflows. In the ultimate analysis, of course, 
gold inflows (or sterling purchases) are 
influenced by the savings, investment and 
consumption decisions of households, rtrms 
and the government. But this is not BarKiji's 
point (col 3, sentence I,p2494;andp2333, 
col 1, sentences 2-3). To argue, as he docs, 
that the acquisition of sterling (or exchange 
intervention) necessarily required a prior 
fiscal outlay or was necessarily constrained 
by its size is like arguing that the RBI cannot 
buy dollars to stabilise the rupee today unless 
the government ran a revenue surplus or 
borrowed to finance the intervention. 

Outlays come i mo the picture for the second 
aspect or step, i e. the use of sterling thus 
acquired. Both the private sector and the 
govemmem (inits capacity now asaspender) 
will have to run an excess of current income/ 
revenues over expenditure, or in the 
alternative borrow domestically, to finance 
their sterling punrhases from the ‘ceiurat 
bank*. A semcncc such as “council bill sales 
helped finance the sterling transactionsof the 
government and the private sector” conveys 
a shoit-hand reference to the two-part process, 
which Banetji unfonunately sees as one. 

The above also underlines the fatuity 
of suggesting tcol 3, p 2494) that the 
government’s ‘ways and means position’ 
influenced the timing of its decision to buy 
sterling from the market I do not know what 
basis Baneiii has for asserting that exchange 
banks “would know from week to week” the 
size of the govemmenf s likely purchases of 
sterling in Bombay. Unlike council bill sales 
in London which were large and nonnally 
predictable, the authotiiies could come into 
the market in Bombay more unobtrusively 
for relatively small quantities of sterling. 
Kvrhflnee i^ks hat^ this arrangement 


because it meam greater unpredictability 
and lower profits (John Bully’s Empire, 
pp 115-16), and mere asseitioM by Banetji 
that “they would aim to ensuie...tluu these 
Iransacti^ did not profit the government 
at their cost” cannot substitute for an 
intelligent and informed understanding of 
these events and their effects. 

I should apologise for taking further 
space, but may I seek your indulgence to 
make two further points, since Banoji 
accuses me of not addressing his ‘mnjor 
reservations' in my earlier reply. 

Baneiji says I have “acquies^ in the 
indoctrination” of western powers about 
Indian gold imports and implies I have 
ignored Blackett’s gold standard plan (p 
2334 of the review). I can only shrug in 
helplessness at so obtuse a comment. The 
whole book is aimed at 'deconstructing' the 
dominant discourse on metallic flows to 
India, argues that Indian households’ 
portfolio choices were governed by rational 
considerations and were seen to be so. and 
explores how Britain, despite deprecating 
the gold-hoarding propensities of Indian 
households, pursued a policy of bullionism 
behind the facade of liberal multilateralism. 
As for Blackett's plan, may I draw Baiwiji's 
attention to (Chapter 6 of the book, the whole 
of which is devoii»l to it? 

‘Measuring’ the impact of short-term 
policy on long-term growth in interwar India 
intelligently, rather than desultorily for the 
sake of form, will be a whole book in itself. 
My object in the present one, which Banetji 
concedes I have achieved, was to set out a 
consistent model for short-term policy.esta- 
blish its dominance in actual policy-making 
from archival material, and discuss the 


political-economic signiflcanceof thii^ator 
Frankly, at present, counterfactual maen 
economic simulations do not interett me. 
have set oththe model andapottlUe analytic 
for such an exerciie.and will be glad loinak 
my mdmais available to other reteaichei 
who want to follow up this research. 

G Balachandua 

Delhi 

Arun Baneiji writes: 

/VN objective, constructive review is aime 
at both the reader (and prospective readei 
of the book and the author, highlighting it 
contribution and its weak points if it ha 
somein the reviewer’s judgment. Only rare! 
is there an exchange between the author an 
the reviewer, which, in the present case, ha 
proved quite unproductive. 

I must therefore leave it to the ieamei 
readers of EPW to savour the book and k 
judge if the author has at all faced any e 
my "major reservations”. (I should have sau 
‘serious’ instead of‘m^ar’ becauseof.amun; 
other things, the author’s use of the Leagw 
of Nations daiaon short-term capital withou 
telling his readers of their inbuilt, scritHi^ 
drawbacks.) Your readers will also noim 
an obvious flaw in the author's argument ii 
the second para above, as well as qucstiut 
the validity of his equating the severely ca'ih 
strapped India Office and the Govemmer 
of India of the late 19th and early 2l)i 
centuries to the present RBI, commandii'. 
billions of lupees, dollars and gold. The u 
subsequent paras too are of no coosequemt 

In view of all these, I shall refrain fmr 
further discussion with the author on rr- 
review of his book. 
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3re of the Same 


VELOPMENTS of the past two years on the macro- 
umomic scene have been a case of the proverbial slip 
:n the cup and the lip. On the one hand, the Reserve 
las been pumping in unprecedented levels of liquidity 
e economy, hoping to drive interest rates, particularly 
;nn rates, down. The amounts injected into the system, 
h rcductionsof CRR, have been mind-boggling: Rs 7,225 
in 1995-96 and Rs 18,800 crore in 1996-97. And this 
en done at a time when the RBI has been buying foreign 
ige from the market and injecting massive additional 
tyon that count as well: Rs 21,649 crore in 1996-97 
s 14,214 crore so far in the current fiscal year. In any 
his has nut been a period when general liquidity in the 
I can be reckoned to have been inadequate. Aggregate 
ts of scheduled commercial banks grew by Rs 71,780 
)r 16.5 per cent in 1996-97 as vi.sualised in the RBI's 
ig estimates and this year they have risen by Rs 38,028 
or 7.5 per cent up to October 10 compared with 
1.12 crore or 6.5 per cent in the corresponding period 
year. Of course, the deposit growth may to an extent 
result of the large releases of liquidity, 
financial system has responded to the authorities' 
Ig but nut quite in the expected way. Initially, short- 
iterest rates came down and now some term-lending 
ave also been brought down, though more reluctantly. 
:ral, the rates that have come down are those that have 
we for treasury operations and prtibably for some lop 
ompanies who borrow through debt instruments, 
ving rates for medium and small borrowers have not 
ly noticeable decline, not certainly commensurate with 
the inflation rate or with the recessionary market 
ons for their products. There is an incidental effect of 
Tent behaviour of interest rates which has long-term 
t implications. Deposit rates are being pushed down 
' low levels and money market instruments arc ruling 
isl and leading the interest rales structure. This may 
not only disintermediation hut also discourage .saving 
stm of fnancial a-ssels. With the liberalisation of import 
and sH ver. to cite one major competing form of saving, 
on of savings into unproductive channels would be u 
e consequence, apart from their export abn>ad since 
intry produces no gold. 

other hope of the authorities in saturating the sysicm 
luidity has also been belied. There has been no revival 
and for bank credit. The figures quoted by the RBI 
or in his latest credit policy statement fail to reflect 
erlying reality. 11 is (rue that non-food credit of scheduled 
reiol banks has expanded by Rs 3,501 crore so far 


during the current financial year against the comparable figure 
of Rs 1,278 crore for la.st year. But last year can hardly be 
the yardstick in this re.spect. It witnessed one of the worst 
credit situations in recent years: non-forxl credit expan.siun 
was just 10.9 per cent or Rs 26,580 crore in the whole year 
against 22.5 per cent or Rs 44,938 crore in 1995-96. True, 
there has been a change in the nature of banks' assistance 
to industry; it is now taking the form of invc.stmcnt in bonds, 
debentures and preference and equity shares as also commercial 
paper. The total flow of funds from scheduled commercial 
banks lothc commercial sector comprising loans and advances 
and inve.simcnts has risen by Rs 11.815 crore in the current 
year so far against Rs 2.537 crore last year. But the RBI should 
not be satisfied with thc.se numbers. In many respects bank 
funds have been serving as substitutes for funds from other 
sources for the companies. First, the pnmary capital market 
has been in the dumps and capital mobilised by public and 
private sector companies have been at th-. lowest point 
historically. Secondly, funds raised abroad through commercial 
borrowings and GDRs too have dwindled. In these respects 
the reduction in domestic interest rates ha.s certainly been 
helpful to the hig borrowers. Finally, bank funds have also 
subslitulcd for the sluggish disbursements of term-financing 
institutions which have fallen to unusuallv low levels. 

In the final analysi.s, the success of monetary policy is to 
be seen in the revival of industnal activity. In this respect 
the efforts of the monetary authorities have be-, n singularly 
unsuccessful. Apart from the fall in the growUi of industrial 
production (to 6.4 per cent during April-July 1997 from 10.5 
per cent in the previous year in the general index and to 6.2 
per cent from 1.^.3 per cent in the index for manufacturing), 
practically every major industiy has been experiencing high 
levels of stockpiling. Even the reduction in the inflation rate 
to a 12-ycar low level has much to do with the depressed 
conditions in industry. What should be engaging the attention 
of the policy-makcr.s is that industrial investment and output 
arc refusing to revive despite better agricultural productnm 
and large reductions in direct taxes on the rich and middle 
classes. It is here that the RBI governor’s communication to 
bank chairmen setting out the credit policy for the sccimd 
half of the year is disappointing, for what is proposed are 
the same policies which have failed to deliver so far. Banks’ 
CRR has been further reduced so that they will cotnc to have 
Rs 9,600crore of additional Icndable resoutees. the Bank rate 
has been reduced further from 10 to 9 per cent and regulaitoa 
of term deposit rates with a maturity of 30 days to one year 
has been dispensed with. Banks have been allowed to have 
Ihcirown separate prime tcrm-Icndingrates.ThcloaBcoinpon cni 




for all borrowers with working limits of 
Rs lOcrore or above will now be SOpercettt 
and to ensure prompt settlement of dues of 
SSI units banks have been advised that of 
the total domestic credit purchases of 
borrowers not less than 25 per cent should 
be through hills drawn on them by the 
concerned sellers. A number of mcncy niarket 
measures have also been announced, 
including permission to all categories of PIls 
with a ceiling of 30 per cent investment in 
debt irvitruments to invest in government 
sccunlies within the prescribed limit. 

There can be no particular objection to 
these measures, but they are hardly relevant 
to the industrial situation. Of course, it may 
he pointed out that the primary responsibility 
isihat ofthe government and its fist^ policies. 
But even so there arc many areas where 
credit and monetary policy instruments can 
play a pivotal role in stimulating the use of 
iendahle resources and helping expand 
economic activity. The central bank could 
certainly be a little less cautious on the 
govemmeni's resort to some additional 
borrowing. The government has also not 
used the lacilily of ways and means advances 
which, if used, could generate additional 
demand for goods and services. The RBI 
could also encourage banks to render larger 
amounts of commercial credit by indicating 
ctedii-dcposK ratio norms for each bank 
branrh/repion - say, of 60 per cent - to be 
achieved within arcasonable period, of course 
with exceptions for essentially deposit-col¬ 
lecting hmnehes. Surely, it cannot be that 
the very large number of farmers and small 
and m^ium industrialists we have are not 
worthy of bank loans. Wc .seem to have 
created va.st instiiulion.s and the para¬ 
phernalia of managerial staff andothennfra- 
siructure and allowed them to remain 
dormant. The problem is deep-rooted in the 
policy advice and prescnplions which have 
encouraged bank personnel to be satisfied 
with endless treasury operations instead of 
pushing them to look for borrowal customers 
who would be both creditworthy and more 
paying. 

it IS well known that little significant 
expansionary impulse is to be expected from 
the fiscal area in view of the dire .straits into 
which central and state government fi nances 
have been pushed. Fortunately, the macro¬ 
economic situation permits pursuit of 
expansionvy monetary policies. Despite 
large injection of liquidity. the growth of 
has remained within the projected trajectory 
of 15-15-5 per cent. The inflation rale has 
been exceptionally low. The corporate sector 
has been reporting poor sales turnover and 
large stockpiling in the raajorindustries. The 
business community has been expressing 
concern over liquidity shortages when there 
is an abundance of liquidity in the financial 
system. In Ihi.s situation, the scope for the 
central bank to activate the system for 
dealovine liquidity for productive purposes 


is substantial. First, the RBI could gnuit 
additional refinance facility to the major 
(erm-rinanclng institutions like the IDBI. 
IFCI and iCICI and thus obviate the need 
for them to directly borrow fmm the market 
through pubi ic or private placement of issues 
which have pre-empted borrowing by 
manufacturing companies. Secondly, banks 
are nut making use of refinancing facilities 
with the RBI for, say, export credit. The 
situation calls for more creative ideas on how 
to induce banks to lend to agriculture and 
small and medium industries for which the 
RBI could open a general, low interest 
refinance window. Unless development is 
dispersed and wide-ranging in terms of size 
and regions, effective demand will not be 
sufficient to stimulate overall economic 
activity. This precisely is the current malaise 
and in overcoming it institutional credit can 
play a major role. 

POLITirS 

The Great Levelling 

THIS week's developments in and related 
to UP have driven yet another nail in the 
coffin ofthe ruling United Front (UH us any 
sort of a meani ngfulpoUticalentity.Itsclaims 
to offering an alternative in terms of policies 
on major political and economic issues have 
been shown to be hollow. Now even the 
expectation that the UF government, in which 
the Left and the regional parties exercise 
decisive influence, would behave diffeiently 
in the matter of central intervention in the 
affairs of a state under Article 356 has been 
belied. The government's decision to advise 
the president to dismiss the UP government 
and impose central rule in the state, after the 
BJP chief minister had proved his majority 
in the state assembly, was completely at 
variance with the professed pnnciples of the 
constituents of the UF and as politically 
opportunistic as the conduct of any Congress 
government in the pa.st in similar situations. 
After the president refused to fall in line and 
It was brought home to the government that 
the course it was embarked upon was very 
likely legally unsu.stainabic, apart from being 
politically unprincipled, and liable to be 
successful ly chal lenged i n the courts and the 
government was as a result compelled to 
reverse its advise to the president, one 
constituent after another of the UF has come 
up with public reafTimuuions of its opposition 
to the use of Article 356, but these avowals 
totally lack credibility. In any case wc have 
the threat of Mulayam Siqgh Yadav, defence 
minister and Samajwadi Parl^ (SP) leader, 
who together with Congress prttidem Sitaram 
Kesri was most insistent on the dismissal of 
the B JPgo vemment in UP and the inqrosition 
of president's rule, that if he was subjected 
to any further embarrassment he would not 
hesit^ to disclose publicly the positions 
that vaious constituents of the UF, all of 


them now anxious to te>e8tabliah thdrereden- 
tialt as championt of states* rights, had 
actually taken when the govOTiment had first 
decided to advise the president to diimiu 
the Kalyan Singh government. 

For Mulayam Singh Yadav at any rate the 
issue was p^ectly simple. The UF had come 
to power at the centre with the mandate to 
stem the advance of the BJP and here was 
an opportunity to remove theBJPgovemmeni 
in UP and the UF government simply had 
to grasp It with both hands. The issue war 
the fight against communalism. No doubt it 
was the same consideration which made the 
other UF constituents, the Left parties 
especially, not want to looh loo closely ai 
the rights and wrongs of dismissing the UP 
government, particularly since the Congress 
Party president had let it be known that his 
party's support to the UFgoveratnent mighi 
he at stake if the government did not act 
decisively enough against the BJP in UP 
which had heaped humiliation on him hr 
splitting his party down the middle. With sn 
many so ready todispensewithconstitutionul 
proprieties in the name of rightinj: 
communalism, ft is especially ironic that, 
apart from the political opportunism of iIk' 
j^ies making up the UF. the other poini 
dri yen home by the UP developments is how 
similar the concerns and calculations of ih; 
diffetent political parties ate getting to hr 
The story should begin perhaps with ihr 
power struggle in the UP BJP and Kal>Mj 
Singh' scareful ly-laid plan to break his part y 
alliance with the BSP, however impoitani 
(he alliance may he to the party's centra: 
leadership from an all-India electoral poir,] 
of view, and consolidate his own backw.i^ 
caste base in the stale. Clearly. BSP Icai 
Mayawati’s abrupt decision to withdra<| 
support to the government of which her pair 
was a part was forced on her by the knowleilj 
that Kalyan Singh's plans to dispense u 
the alliance with the BSP by winning in 
enough legislators from other parti 
including her own, had made rapid progrc! 

In the event, in the confidence vote in il 
assembly Kalyan Singh was aMe to wm 
reasonably comfortable majority with 
help of breakaway MLAs from the Congn 
the BSP as well as other groupings. Kalv 
Singh's consolidation of his position in 
BJP in UP has naturally given an extra 
to Mulayam Singh’s ‘fight against < 
munalism' since il repfesents the ihrcoi 
a dent in his own backward caste base 
an erosion of the SP's position, with 
BJP. as one of the two major comci 
for power in UP with the support ni 
backward castes and Muslims. 

The UP developcnents have put paiilj 
quite a few of the BJP's pretences as 
The party deliberately set about gi 
MLAs from other parties to crou over 
and did this quite shamelessly by pm 
sing the defectors ministenhips in (he 
govemmeni and positkmf hr governi 



et, etc. It ii alio well known (hai 
; party'I new-found fuppoften who 
e iUi govenunent in UP are (ome 
« unuvoiiry characters in the state’s 
which is saying quite something, 
at the party has up to in UP, 
vani, Atal Behari Vajpayee and 
will have to learn to keep their 
Hit on some of thci r favourite themes 
- such as clean politics, 
a great leveller is politics, of the 
ty especially. 

NA 

Cost of Populism 

loing farmers’ agitation in Haryana, 

I now has resulted in sis deaths in 
ing and enormous damage to public 
, ts a sordid outcome of the b^yal 
iromises given by the state clUef 
Bansi Lai. The alliance of Haryana 
irty (HVP) and Bharatiya Janata 
JP) had promised the removal of 
id a reduction in the agricultural 
iriff, if voted to power. But after 
xiwer. not only has the HVP-BJP 
liked the octroi rates, alienating the 
ommuniiy, but has twice increased 
rtarilTto farmers inquick succession, 
he farmers to take to the streets to 
I to their anger. 

mire of the agitation is the south 
districts where, compared to the 
ntial and west regions of the state, 
ndwater level is low and high- 
pumpsets are requited todraw water. 

I during his election campaign last 
vowed to introduce a lower tariff 
per horsepower exclusively for the 
if south Haryana. But, on assuming 
siooktheopposilestcpofabolishing 
.ystem of differential tariff rales for 
regions of the stale and introduced 
e of Rs 43 per horsepower across 
which later .was increased to Rs 72 ' 
ipower. Thpae decisions Ihc chief 
had to takd it is argued, in order 
' a S 600 mn loan from the World 
r its power sector, the primary 
t being stashing the subsidies to 
ling community. The farmers' 

It exploded when the state etec- 
aard (SEB) officials declined to 
heir demand to repair the damaged 
nets until they had paid their' 
y bill arrears. 

h the fiumen pay a subsidised rate 
Ise per unit of electricity, they arc 
lied on various fronts. Besidn the 
[ yield and soaring labour costs, the 
supply of electricity hardly meets 
atioo needs. Moreover, the high 
uctuaiions damage the transfoimen 
) the maintenance cost of farming 
lit. Instead of nuking a realistic 
ntofthefannen’ grkvsnces.Barui 


Lai floated populist schemes to win over 
their large constituency and, now in 
government, is finding it difficult to fulfil 
their heigl^ied expectations. With the state 
exchequer already incurring a revenue loss 
of Rs 1,000 CTOrc due to implementation of 
prohibition, the government caii iil-afford a 
further loss of Rs 600 erme due to the 
electricity anean. The thinkingof opposition 
leaden BhryanLalandOmPrakashChauiala 
is nodiffeieiM from that of Bansi Lai. Sensing 
the disenchantment among the farmcn, they 
have been making rounds of the state 
promising free water and electricity. 
Moreover, the leadership of Bharatiya Kisan 
Union, which has a substantial following 
among the fanners of Haryana, too is 
endorsing such flawed populist agendas. That 
leaves no one in a position to prevent the 
politicians from playing havoc with the 
economy of the state, and the lives of the 
farmers. 

FOREIGN POLICY 

Avoidable Misadventure 

NOW that thedust has settled overthe British 
queen's visit, wc con look dispassionately 
al the entire fracas which has lurried out to 
be nothing more than a tragi-comic 
entertainment for the Indian public. It all 
.started with New Delhi's invitation to the 
queen to visit India on the occasion of the 
SOih anniversary of India’s independence - 
an offer that n^ not have been made to 
begin with. One fails to understand by what 
logic a government which is perpetually at 
pains to drum its nationalism can justify its 
decision to genuflect before the head of a 
monarchy which colonised this country for 
200 years - and that also on an occasion like 
the anniversary of its freedom from the yoke 
of that monarchy. Ifii was from the generous 
feeling of ‘forget and forgive’. New Delhi 
was soon in for a disappoimmeni. Neither 
the conscientious sectioru of the Indian 
people, nor the imperialist segments of Ihc 
British establishment were willing to let the 
past be forgotten. Whi le the former demanded 
that the queen must apologise if and when 
she visited Jallianwala Bagh, the latter 
immediately reiterated their traditional 
colonial stance by asserting ‘nothing doing*. 
PniTie minister I K Gujral initially put on a 
brave face saying that the queen then 
should not visit Punjab, hut soon resiled - 
presumably under pressures from his 
compatriots i n that suttc who were all starry- 
eyed aboutherimpending visit to their sacr^ 
shrine, the Uoldm Temple. While one may 
appreciate her acceding to the request of the 
Sikh clergy to visit the Golden Temple, one 
fails to understand why she had to extend 
her visit to Jallianwala Bagh. which is a spot 
tainted by memories of a massacre carried 
out by agents of a monarchy which she still 
continues to head. Instead of keeping 


Jallianwala Bagh out of her official 
programme, both the Indian bureaucracy 
which was hosting the visit and their British 
counterparts who were their guests appeared 
to have collaborated in aroyal itinerary which 
has left a bad taste in the mouths of many 
sensitive Indians. To add insult to injury, the 
queen'sconsort.princePhilip, while visiting 
Jallianwala Bagh was quot^ in newsp^ier 
reports as having challenged the figures of 
those killed there, and preferred instead to 
rely on what be was told by the son of 
General Dyer (the British armyinan who had 
ordered the firing there on that fateful day) 
who claimed that the number was much 
less. While there ts certainly aneed for veri¬ 
fying the figures, it should be left in the 
hands of historians and not usurped by the 
Bntish royalty. The choice of the place and 
the occasion for such a rude conunem was 
in bad taste. The affront not only offends the 
sentiments of those who fought for India's 
freedom, but also betrays the old imperialist 
disdain with which UK still continues to 
treat its ex-colony. 

But the most ludicrous aspect of this entire 
episode was the charade indulged in by both 
the British and the Indian governments. The 
former, although led by the supposedly 
progressive l-abour Party, incd its utmost to 
project MS queen as the imperial monarch 
whohas the right to admonish her two waning 
children, India and Pakistan, to settle their 
disputeover Kashmir.The UK was obviously 
tryingtoscoreapouil over the USbyasscrUng 
its role as a mediator in an area which was 
once under its sway. Riled by the British 
queen's tementy to arbitrate over Kashmir, 
as reponed in Islamabad, a visibly agitated 
Gujral dismissed UK as a ‘third rate power* 

In a widely reponed statement made in Cairo. 
which was later confirmed by imnisiry of 
external affairs officials. But, lypKil of him. 
as soon as he returned to New Delhi, he 
rescinded saying that he had n-it made any 
such remark. His petfnrmaDce was matched 
by that of the visiung ftriiish foreign secretary, 
Robin Cook, who after having been quoted 
by the world press in Islamabad as offering 
his country's help in mediaung a solution 
to the Kashmir dispute, denitd having 
spoken on the issue as soon as he reached 
Delhi. While in the past, pcrtilicai leaden 
and diplomats had the courage to pvMtcly 
own up to their statements but also the grace 
to withdraw them if they created proMems. 
today's polhiciaits and their oRkuts tty to 
wriggleoui of similar situatians by (hsownii^ 
their political faux pas and seek instend to 
make the media the scapegoat 


In view of the Di wall holidayt. there 
will be no issue on November I 
The next issue will be that of 
November 8. 

-E4. 
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CURRENT STATISTICS 


£PW Rcwarch FomidatloB 


Wwking (.-■pilal fumU of nil types nf credit co-operative societies ia the coutitiy amoqated to iU ^,708 crote as of Match 31, 1996 end consiitaled over 
21 per ceiu of the worhing funds of scheduled comtneiciaJ banka (Ri !^jKI3 esotc). WofUaf fti^ of PACS wen Ri 21 j91 cron or newly 17 per 
cent of the working funds of all credit societiet. About Ri 30,769 crote of wotUag funds ate with noo-wcdil aocietka. In both credit and nnn-cradlt aoelclies, 
Maharuhtra dominated in terms of the number of societiea as well as wnrUng funds Ibllowetl, a Ic^ distance behind, by Ot^farat and Madhya Pradaah. 

Macroeconomic Indicators 


Weights Oct 4, 


ywMtipo (Per Cent): PoiM-to-Poiitt 


Index Numbers of Wholesale 

Pricn(l98l-82= lOO) 


1997 

Over 

Month 

Over 12 Months Hacnl Year So For 
Ltteat Previous 1997-98 1996-97 

1996-97 

1995-96 1994-95 1993-94 

All Cununoditics 

100.0 

330.2 

0.2 

4.1 

6.5 

3.2 

5.9 

6.9 

5,0 

10.4 

10.8 

Primary Articles 

.32.3 

340.2 

0.3 

3,5 

7.3 

3.2 

6.8 

7.0 

5.4 

12,7 

11.5 

Food Articles 

17 4 

.387.8 

-0.2 

.3.9 

10.5 

2.6 

8.3 

9.6 

9.8 

11.9 

4,4 

Non-Food Articles 

10 1 

.345.2 

1.3 

3.4 

2.8 

S.l 

5.1 

.3.5 

-1.9 

‘15.5 

24.9 

Fticl. Power, Light and Lubricants 

10.7 

.370,7 

0.2 

12.2 

16.2 

7.5 

11.9 

16.9 

3.7 

2.4 

13.1 

Manufactured Products 

S7.0 

316.9 

00 

2.9 

4,3 

2.2 

4.2 

4.9 

5.0 

10.7 

9.9 

Food Products 

lO.I 

.325.3 

-0.2 

5.9 

7,7 

$.3 

13.5 

14.1 

-0.7 

8.1 

12.3 

Food Index (computed) 

All Commodities (Average Basis) 

27.5 

.364.8 

-0.2 

4.5 

9.6 

3.5 

9.9 

11.1 

6.3 

10.6 

7.0 

(April 5-Octciber4. 1997) 

100.0 

324.9 

- 

6.0 

5.8 

4,9 

5.5 

6.4 

7.8 

10.9 

8.3 


Latest 


Coot of Living Indices 

Month 

Over 

Month 

Over 12 Months FiicM Yew So Par 1996-47 
Latest Previous I942-48 1996-97 

r«5-K 

IW:«' 

IW 3-94 

Industrial Workers (1982=100) 

.359* 

0.3 

4.7 8 9 2.3 7.5 

■on 

8.9 

9.7 

9.9 

Uri)anNon-ManEmp(1984-H.‘i=I00)(For 1996-97) 291^ 

0..3 

10.6 8.2 10.2 7.8 

- 

8.2 

9.9 

8.3 

Agn Lab (1986-87=100) (Link factor 5 89) 

262* 

0.4 

2.3 7,1 • 8.0 


7.2 

II.1 

11.2 


Money and Banking (Rs ctore) 


Sept 26, 
1997 


Vniintio n 
Fiscal Year So Far 


Over Month Over Year 1997-98 1996-97 1996-97 1995-96 1994-95 


Money Supply (MjI 744719 

Currency with Public 134654 

Oeposila with Bunks 605930 

Net Bank Credit to Oovt 30KO86 

Bank Credit to Comml Sector 378891 

Net Foreign Eachange Assets 114721 

Reserve Money (Ocf 3) 2W800 

Net RBI Credit to Centre (Oct 3) 115335 

RBI Credit 10 Bks/Comm Sect (Oct 3) 13169 

Scheduled Conunereiol Bunks (Sept 26) 
nepmts 541920 

Advances 278346 

Non-Foud Advances 269443 

faivestments 218812 


1I604{I.6) 

-2428(-l.8) 

14200(2.4) 

878(0.3) 

3083(0.8) 

-2Sm-2.2) 

4567(-2,2) 

-3648(-3.l) 

27m2.2> 


100556(1.5.6) 

14879(12.4) 

87551(16.9) 

34446(12.6) 

.34440(10.0) 

25021(27.9) 

17447(9.3) 

-l0935(-g,7) 

155(1.2) 


44536(6.4) 
2220(1.7) 
4(419(7.3) 
19270(6.7) 
3537(0.9) 
11807(11.5) 
475.5(2.4) 
-5.168(-4.4) 
-g4(-0.6) ■ 


40155(6.6) 

I5I6(IJ) 

35975(7.5) 

15862(65) 

-I97{-0.1) 

7558(95) 

-7I04(-3.7) 

750I(6J) 

15796(-54.«)- 


96176(15.9) 

14175(12.0) 

82107(17.0) 

31038(12.0) 

30706(8,9) 

20773(253) 

5587(2,9) 

1934(1.6) 

lS5S7(-54,0) 


72581(13.7) 

17577(175) 

55042(12.9) 

35360(15.9) 

51925(17.7) 

3109(3.9) 

25176(14.9) 

198.55(20.1) 

8747(43.6) 


97019(225) 

18380(22.3) 

77781(22.2) 

18501(9.1) 

54949(23,1) 

24420(44.7) 

30610(22.1) 

2130(25) 

8067(67.2) 


11852(2.21 77.502(16.7) 36321(7.2) 30599(7.1) 71780(16.5) 46960(12.1) 71726(22.8) 

2145(08) 26238(10.4) -55(neg) -l907(-05) 24387(9.6) 42455(20.1) 47l44(2a.7> 

2684(1.0) 25771(10.6)-I36l<-^) -5.52(-0.2) 26580(10.9) 44938(22.5 ) 45776(29.8) 

-[S56(-0.7) 41271(23.3) 28299(149) 12759(7.7) 25731(15.6) 15529(10.4) 16731(12.6) 


Index Numbers of Industrial 

July Fiacal Year So Far 


Hscal Year Averages 

Production (1980-81=100) 

Weights 

1997 1997-98 1996-97 

7995 : 97 “ 


General Index 

Mining and (Quarrying 
Manuracturing 

Electneily 

10000 

11.46 

77.11 

11.43 

311.3 .306.0(6.4) 287.7(10.5) 
268.5 268.0(8.1) 248.0(1.7) 
.308 5 302.9(6.2)285.3(13.3) 
.373,1 365.6(6.2) .344.1(2.5) 

.303.7(7.1)283.6(11.8) 253.7(9.4) 232 0(6.0) 218.9(2.3) 213.9(0.6) 
269,7(0.9) 267,3(7.4) 248.8(7.5 ) 231.5(3.5) 223.7(0.6) 222.5(0.6) 
.301.5(8.6)277.6(13.1) 245.4(9.8) 223.5(6.1) 210.7(2.2)206.2(-0.8) 
352.9(3.8) 340.1(8.1) 314.6(8.5) 2900(7.4) 269.9(5.0) 257.0(8.5) 



Oct 17. Month Year 1997-98 So Fw 

1996-97 End of Fiscal Year 

Capilal Market 


1997 Ago Ago Trough Pehk Trough Peak 1996-97 1995:95 I9W:95 

BSE Sensitive Index (1978-79=100) 
BSE-100 (1983-84=100) 

BSE-200 (1989-90=100) 

NSE-S0(Nov .3, 1995=1000) 

Sldndia GIHl Index (Apr 15. 1994=100). 

4106(31.9) 3928 31I2(-IZ8> 
1768(27.4) 1710 I388(-I4.5) 
395(28.7) 383 307(-l4.S) 

1178(32.1) 1134 892 

7616(27.9) 74.81 59341-24.9) 

3427 4548 
1489 1980 
333 440 

970 1293 
6733 8657 

2745 4069 3.361(-0.2) 3367(33) 326l(-13.7) 

1217 1843 l464(-5.5) l549(-3.5> I606(-I23) 

273 413 328(-5.0) .345 (-6.3) 368(-l8.2) 

788 1196 na na na 

51.6 90.0 72.76(-7.3) 78.53(0.7) 77.99 

Foreign Trade 

lulv 

Rscal Year So Far 




1997 

1992-98 |996.9> 

1996-97 

1995-96 1994-95 1993-94 1992-93 


Exports Rs crore 
USSmn 
Imports: Ra crote 
USSmn 

Non-POL US S mn 
Balance of Trade 


9917 

2775 

11439 

3201 

2606 


Rs crorc -1522 
U.SSmn -426 


39493(3..5J 
110.54(1 0) 
46029(8.9) 
12860(6.3) 
10206(12 I) 
-6536 
-1826 


38163(23.6) 

10924(11.1) 

42266(17.4) 

12099(5.5) 

9l02(-6.4> 

-4103 

-1175 


117525(10.3) 

33106(4.1) 

136844(11.6) 

38548(5.1) 

28931(-l.0) 

-19319 

-5442 


106353(28.6) 
31797(20.8) 
122678(36.3) 
36678(28.0) 
29214(28.5) 
* -16323 

-4881 


82674(18.5) 
26330(18.4) 
89971 (23.1) 
28654 (22.9) 
22727 (29.5) 
-7297 
-2324 


69731(29.9) 

22238(20.0) 

73101(15.3) 

23306(6.5) 

17352(11.2) 

-3350 

-1068 


53688(21.9) 

18337(3.8) 

63375(32.4) 

21882(12.7) 

13782(12.3) 

-9687 

-3345 


Foreign Exchange 
Reoerm (excluding gold) 


-OiMO- 

1997 


Oct II. 
1996 


Mar3l. 

1997 




Month 

Ago 


Year 

Ago 


Vniiniion Over 
feciJYcaf 


1 


■HT 


1996-97 199^ 1994-95 1993-94 


Rs crate 
US $ mn 


941 

2614 


924 

18782 


80375 

22.369 


1339 

530 


27935 

7359 


14484 

3772 


8198 

1656 


21649 

5243 


-7302 

-3690 


18402 

3640 


27430 

1724 


'• wliaihle. * unflUilged. - 
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COMPANIES 


fi^n^RcMudi FooadalkMi 


LLOYDS STEEL 

Competition from Imports 

LLOYDS STEEL INDUSTRIES, the 
flagship company of the Lloyds group, saw 
a mixed pcrfonnance in 1996-97. While net 
sales and value of production improved 
signiflcantly by 2S.7 per cent and 16.9 per 
cent, respectively, the company's operating 
profit fell by 19.6 per cent. An increase in 
input costs such as power, coal, petroleum 
and freight led to a steep nsc in operating 
expenses. Adding to the company's woes 
was the fact that these increases could not 
be pa.v<cd on to the consumers because of 
lower market demand, increase in domestic 
production and alleged dumping by the East 
European countries. Competition from 
imports was heightened by reduction in 
import duties on hot rolled coils, particularly 
at a time when international steel prices were 
ruling at low levels. 

Depreciation provision almost doubled 
over the previous year following the 
company's dectsion to change over from the 
straight line method to written down value 
method. Thi.s itself has re.sultcd in an 
additional charge of Rs 21.3 crorc for the 
year. With interest charges and tax provision 
toorisingby 15,3 percent and 30.i< percent, 
respectively, the company’s net profit fell 
to almost half of last year's figure. 

Prudently, the company decided to ab¬ 
stain from declaring any dividend (1993-96: 
IS per cent) following the drastic fall in 
earnings per share from Rs 9.6 to a mere Rs 
0.1 during the year under review. Following 
the rise in equity capital from Rs 117.1 crore 
to Rs 188.6 crore, the company's bwik 
value fell from Rs SO. 1 per share to Rs 41.6 
per share. 

During the year, the company produced 
4,02,946 metric tonnes (mis) of hot rolled 
(HR) coils as compared to 3,80,477 mfs 
produced in the previous year, representing 
an increase of 5.9 per cent. With the first 
phase of Its cold rolled/gal^anised plain 
sheets (CR/GP) plant being commissioned 
in December 1995. the company produced 
79,267 mts of CR/GP sheets as compared 
to a production of 23,723 mts in the 
previous year. 

Meanwhile, Lloyds Steel, tnabid to change 
its fortunes, has adopted a multi-pronged 
strategy to improve the economics of its 
operations. The cotnpfny now plans to set 
up an 80 MW powerAUhi as a buffer again.st 
increasing poWercM^eing set up at a total 
outlay of around <1^ Plant 

expected to be comdMMlKd within 24 
month-s Due to the higl^pit of domestiis: 
finance, the company has decided to takas*^ 


recourse to cheaper foreign currency loans 
for this project. 

Lloyds Steel claims that it has already set 
in motion various steps to control costs, 
and to increase its operational efficiency 
and competitiveness - it plans to switch 
over to a better product mix and reduce 
power consumption. The Lloyds group has 
already begun integrating operations of the 
two flagship companies, Lloyds Steel 
Industries (LSI) and Lloyds Metals and 
Engineers (LME). The company manage¬ 
ment claims that the move to integrate the 
operations of the two companies makes 
sense because of the fact that the sponge 
iron manufactured by LMl is an input 
for the HR coils manufactured by LSI, 
which in turn is converted for the cold 
rolled coils/sirips and other downstream 
products manufactured by both the 
companies. LSI expects the above exercise 
to result in savings of around Rs 60 crore 
annually and a reduction in the production 
cost of HR coils by Rs 1,900 a tonne to 
Rs 11.100 a tonne. 

The company’s stock presently quotes 
below par on the bourses, displaying low 
investor fancy for the .scrip. 

GODREJ SOAPS 

Lower Sales and Profits 

Godrej Soaps, a major player in the soaps 
and toiletries industry, saw a 14.3 per cent 
decline in its net sales in 1996-97. While the 
company's value of production fell by 11.9 
per cent over 1995-96. its operating profit 
crashed by 47.3 per cent. 

Of the company's Rs 59.8 crorc equity, 
70 per cent is held hy Godrej and Boyce and 
the Godrej family. Foreign Institutional 
Investors and mutual funds hold 12 per 
cent, while another 12 per cent is held by 
the public. 

The company broke off its alliance with 
Procter & Gamble (P & G) during the year 
under review and has now undertaken the 
marketing of its toilet soaps while the 
disiribution of consumer pnxhicts has been 
handed over to Godrej Hi-Care, a company 
in which Godrej Soaps has a 46 per cent 
stake. This breaking off of ties has resulted 
inCodrej Soaps having to replicate theentire 
distribiAion system. Due to the time taken 
to complete this exercise, sale of t^let soaps 
declined by 4 per cent. The most affect^ 
was the detergents segment where sale 
dropped to a mere 2,071 tonnes from 
15,089 tonnes sold in 1995-96. While the 
company's medical diagnostic division 
contributed a mere Rs 4.7 crore to the total 
turnover, the oil business suffered with sales 


volumefalUng from30,000tonnes to20,000 
tonnes. 

Sale of toiletitea, on the other hand, 
increased by 6 per cent over the some period. 
The chemi^s division also saw domestic 
sales rise by 14 per cent and the value of 
exports increase by 39 per cent 

A steep increase in dcpreciatioa chaiges 
(up 15.6 per cent) and a tax provision of 
Rs 2.9 crore (1995-96: Rs 11 lakh) saw the' 
company’s net profit fall by 49 per cent. 

D^pite the drastic fall in its bcMomline, 
the company has raised the dividend rate 
from 26 per cent last year to 28 per cent. 
While earnings per stuun felt from Ri 4.9 
to Rs 3.1, book value moved up from 
Rs 34.9 per share to Rs 44.1 per share. 

Meanwhile, Godrej Soaps has been asked 
to conn nue producing Camay soap forP&G; 
it already produces soaps and toiletries on 
behalf of a couple of nuyor brands including 
those owned by Hindustan Lever, Johnson 
and Johnson arid Reckitt and Colematt IV 


company owns such well known brands as 
Cinthol, Ganga, Marvel, Crowning Gloty 
and Shikakai. 

Godrej Hi-Care (the erstwhile Trans- 
clektra) is the largest company in the house¬ 
hold insecticides category in the country and 
isalsothelargest producer of mosquito mats. 
Sara Lee, which also has a stake in Godrej 
Hi>Care, is a Fbnune 500 company. 

Godrej Soaps ha.s recently sold a further 
11 per cent stake in Godrej Hi-Care to Sara 
Lee at a reported price of Rs 350 per share 
This has resulted in a capital gain of around 
Rs 28 crore for the company, in addition to 
an income ot Rs 6 crore as non-competition 
fees. Following the acquisition of this lot of 
shares, Sara Lee has now become the mqjor 
partner in Godrej Hi-Care with a 51 per cent 
stake. 

After hiving off its stake in one company. 
Godrej Soaps plans to increase its holding 
in another, Godrej Foods, from the current 
13 per cent to more than 50 per cem, thus 
making the latter a subsidiary. 

Godrej Soaps' share price currently rules 
at around Rs 47 on the stock exchanges, 
discounting its 1996-97 earnings per shan: 
by around 15 times. 


t 


NOCIL 

Hit by Fall In Prices 

National Organic Chemical Industrie 
(NOCIL). an Arvind Mafatlal group 
company, fared poorly in I996>97. The 
steady inline in the International prices ni 
petrochemicals during the latter h^f of ibr 
year has taken its toll of the company '! 
perfor man ce. Naphtha prices IncreMedfrofi 
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Mw^ Marek Match March 
1997 I9H 1997 1999 


iBcaaMWpprap rla floiii 

1 NMulet 113037 

2 Value of production 115305 

3 Other Income 626 

k Tmal iacomt IIS93I 

5 Raw mateiiali^ores and 

iparea conaatned 65772 

6 Other manufacnning expentea 19066 

7 Remuneration to employeet 1585 

8 Other expentea 7434 

9 Optratiag pn^t 22074 

10 Inteicat 14332 

11 Cnut pn^i 7760 

12 Depredation 7651 

\i Pri^ll befhn lax 109 

14 Tax provision 17 

15 Profit aftertax 92 

16 DivideiKU 

17 Retained profit 92 

LlahUitica/aaaeta 

18 Paid-up capital 18860 

19 Reserves and auiplua 59611 

20 Long-term loans 61111 

21 Short-term loans 29872 

22 or whidi bank borrawinga 29308 

23 OiDU fixed aaaeu 140299 

24 Accumulated depreciation 14378 

25 Inveniories 37390 

26 Total tssetaOiabilitia 212503 

MlaccUanemia Hcmt 

27 Exciaeduiy 13081 

28 Gross value added 23647 

29 Total foreign exchange income 5390 

30 Total foreign exchange outgo 10088 

Kej Wnanrtal and performance ratfos 

31 Turnover ratio 

(tales to total aaseta) (%) 53.19 

32 Sales to total net aaseta (9b) 66.71 

33 Gross value added to 

gross fixed uiets (%) 16.85 

34 Return on investment 

(grots profit to total assets) (%) 3.65 

35 Gross profit to sales 

(grou margin) (%) 6.87 

36 Operating profit to talet (%) 19.53 

37 Profit before tax to tales (%) 0.10 

38 Tax provision to 

profit before tax (%) 15.60 

39 r^it after Im to net worth 

(return on equity) (%) 0.12 

40 Dividend («) 

41 Earning per share (Rs) 0.05 

42 Book value per share (Rs) 41.61 

43 P/E ratio (bated on latest and 

cofieaponding last year's price) 143.50 

44 Debt-eipiity ratio 

(ailjutled for revaluation) (%) 77.88 

IS Shott-ietm bank borrowings 

to inv en torie s (%) 78.38 

46 Sundry creditors to 

sundry debtors (%) 100.00 

17 Total tcnranetalion to employees 

to grou value added (%) 6.70 

IS Total lemuitaration to erriployees 

to vahM of production (%) 1.37 

19 Grou fixed aatela formation (%) 22.17 

10 Orewth la inventories {%) 32.05 


■ meant not avaiWilc. 


87836 

98438 

100931 

56029 

65344 

98645 

96332 

101095 

57380 

65114 

263 

5517 

5532 

29 

95 

98908 

101849 

106627 

57409 

65209 

50682 

41532 

39992 

23730 

27622 

12752 

21038 

22449 

14063 

14731 

1242 

8865 

8807 

4387 

4403 

6779 

13538 

12950 

8628 

5934 

27453 

16876 

22429 

6601 

12519 
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286 

II 

11264 

5800 
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33009 

30274 
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22389 
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37859 

28176 

23519 

16636 

17759 

27862 

24171 

21269 

7768 

11419 

114837 

67719 

61562 

41388 

38950 

6769 

19028 

17739 

11388 

9443 

28316 

13928 

16652 

11421 

10052 

182552 

120936 

117899 

84836 

81933 

10094 

18995 

19502 

4707 

4754 

290.39 

25415 

31885 

20399 

17291 

1498 

7480 

8309 

4461 

3493 

8314 

8666 

18343 

13386 
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48.12 

81.40 

85.61 

66.04 

79.75 

57.23 

108.33 

11.5 JO 

78.55 

92.31 

25.29 

37.53 

51.79 

49.29 

44.39 

8.31 

7.79 

1.3.68 

5..39 

7.39 

17.26 

9.57 

15.98 

8.16 

9.26 

31.25 

17.14 

22.22 

11.78 

19.16 

12.84 

7.76 

14 61 

4.56 

6.81 

0.12 

24.08 

38.14 

11.20 

0.25 

19.20 

12.81 

21.44 

7.02 

12.50 

15.00 

25.00 

25.00 

28.00 

26.00 

9.62 

4.73 

7.44 

3.15 

4.87 

50.08 

36.92 

34.69 

44.10 

.34.92 

1.77 

7.82 

4.03 

14.90 

8.83 

97.07 

38.49 

50.15 

8.3.01 

58.44 

98.40 

173.54 

127.73 

68.02 

11.3.60 

100.00 

99.79 

82.57 

III..S3 

139 95 

4.28 

34.88 

27.62 

21.51 

25.46 

1.26 

9.20 

8.71 

7.65 

6.76 

27.55 

10.00 

6.11 

7.63 

18.42 

55J9 

-16.36 

-2.21 

13.62 

-17.62 


Rt 6,076 per totnte to Ra 6,700 per tonne 
inJuly 19% and there war a 10-30 per cent 
fall in the pricei of the inmpany’i mi^ 
products, poiymen and indoitoial chemi¬ 
cals. The planned maintenance shutdown 
in Much 1997 also resulted in lower sales 
volume at the company's petrochemical and 
polymer divisioru. 

Some of the company's major petro¬ 
chemical products are high denity poly- 
ethylene (HOPE), pol y-vinyl chloride (FVQ 
and mono-ethylene ^ycol (MEG). 

While net sales and value of production 
fell by 2.S per cent and 4.7 per cent, 
retpecti vely, the company's operating profit 
was lower by 24.8 per ccitt over 199S-96, 
showing a disproportionate rise inopentiiig 
expenses. A sharp rise in depreciation 
provision (up 15.1 per cem) added to the 
company’s woes, le^ng to a 36.4 per cent 
fall in its bouomline. 

Despite the fall in profitability and the 
drop in earnings per share from Rs 7-4 to 
Rs4.7.the company maintainedthet&vidend 
rate at last year’s level of 25 pa cent Book 
value, meanwhile, edged up from Ra 34.7 
pa share to Rs 36.9 pa share. 

High powa costs and a sharp dip in prices 
of industrial chemicalt like ettexytoes nnd 
alcohols seem to have dampened die oom- 
pany's profitabilily. Industrial chennenis 
contributed 35 pa cent to the comp a ny's 
turnova last year. The price of ethoxylaies 
dropped from S1,200 pa tonne to S600 {Wr 
tonne. Fuitha, the shortage in ethylene 
supply resulted in Iowa prodiictioo vohnnei 
of petrochemicals. In volumes would 
have been h>wa but for the Ugh capacity 
utilisation in the first half of the yev unda 
review. Though Nocil has a 3,00,000 tonne 
naphtha cracka unit at Thane, it stiH has to 
souroeabout 30pacentoftaelhylsiierei|Uw 
ment - a mqior input for all the downstnani 
products of the company - ftorn IFCL's 
plant at Nagolhane With IPCL constraint 
iucthylenesupplytoNocildutingNoveHbei^ 
Dccemha t996ductoahaitageingasaiippl)r. 
Nocil faced ihottage of raw nuteriaL 

Furtha, Nocil's pnxhictiaa of the saose 
dropped from 76,0(X) toones in the prewinaa 
year to 72,000 tonnes. Consexpieiitly, R hnd 
to cut down iu capacity vtilisMian for its 
downstream ethylm based products like 
HOPE. Rubba chemicals waaone of theftw 
products to have realised stable priocsaailao 
higha sales vtRume. 

The wwnpany wwiAirtMt 

exercises for some of iu mqior products mck 
as ethykne-vinyl acetate (EVA) dniiag ihe 
year, resulting in the capacity for die aame 
being increased from lOjOOOlomes to 13,500 
tonnes. The company tneuned around Rs 4S 
crate from internal accnials for thbcxMcian. 

The company's share cunently tuoueU 
around Rs 37 on the bounes. dnoonadut 
hs 1996-97 carmnp pa share ky TBdmoa, 
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COMMENTARY 


Banking Infrastructure 
for Rural Sector 

H B SUTamaggi 

A quantitative approach to rural banking, focusing entirely on the 
numbers of institutions rather than the quality of services, has given 
rise to an infrastructure which has not attracted sufficient interest. 
What can be done to remedy the situation? 

AT last there is now long overdue focus on trained banking and supporting technical 
infrastiucture development without which it staff with prospects of climbing the career 
is not possible to achieve and sustain higher ladder of promotion comparable to that 
growth rates of the Indian economy. This is available to other staff, 

a difficult and multi-dimensional task. Each All this is a costly proposition and hence 
ofganisatiot) and authority concerned with thequeslionofavoidingduplicationofefrotts 
specific infrastructure has to intensify its becomes important. At the same time, it is 
efforts if private/foreign investments are to alsodesirabletoensurecompctitivebanking 
be attracted and plans are to materialise at for the rural areas so that the farmers will 
the ground level within the cost and time haveachoiceofaltemativehankingchannels 
frame. The hitherto neglected rural and low-cost, efficient and flexible services, 
infrastructure-power, all weather link roads This in fact was the main reason for 
to every village, transport, storage including emphasising the mulU-agency approach in 
coldstorage, communication, processingand banking. But till recently, this approach only 
packagingofruialproductsfordomesticand meant the presence of many banks in the 
export markets, technology services, etc - same area without any competition in the real 
ne^ to be attended to. This emphasis is sense except one bank snatching away from 
necessary to reach the required growth in another bank good borrowers and big 
agriculture and iuibI industries but also to dcposiiois. 

generate larger employmenL With many steps taken by the Reserve 

It is in this context we should ask the Bank to free the banks from interest rale and 
questtonwbetherthedevclopmcntofbaiiking other restrictions as also consequent to 
infrastructure is satisfactory. While competition of non-banking financial 
targetology and quantitative approach has institutions, some element of competition is 
brought about an unprecedenti^ expansion noticed at present but that has not proved 
of branch banking, dwbts do arise about the sufficient to usherin real healthy competition, 
quality, efficiency and effectiveness of this If this has to be realised, three aspects have 
spread. Until now, banking infrastructure to be taken care of. One is the provision of 
has been understood in a narrow sense of proper banking infrastiucture as mentioned 
tuimber of branches explained in a simple above. However this actually depends on the 
arithmetic average of papulation per financial strengthofbanks. A weak bank like 
branch, number of villages per branch, etc. the RRB cannot compete with other public 
But all is not well with bank spread. If the sector and private banks. Hence the second 
motivation of the staff working in the rural point is tlm banks operating in rural areas 
areas is to be further improved, more and have to be of compoi^e strength. Thirdly, 
more rural deposits are to be mobilised and an all-India approach to bank problems and 
if plan targets for agriculture and other to mote or l»\ imply one solution for all 
aspects of rural development are to be the banks as the Indian Banks Association 
achieved, rural banking infrastructure has <IBA)hasbeendoingneedstobequesttoned 
to be defined in a wider rather than in a and each bank has to exercise iu option to 
narrower sense. tackle its problems on the basis of its own 

The provision of full-fledged banking resources and strength. The IBA has tended 
infrmlnictutefor theiural sector should mean to function like some kind of adirecting body 
adequate premises for the branches with particularly for the nationalised Iwnks as a 
pnqKT equipment required for adopting new result of which they follow non-competitive 
technology for modern banking in big rural lines. The need for a body like IBA in the 
and semi-urban branches, strong room, changing context has to be reconsidered or 
godown, transport to ensure mobility of staff at least its role has to undergo a radical 
to serve Ifae villages within its jurisdiction, change. The Reserve Bank will have to look 
residentid quarters for the branch staff, into this aspect. With the above aspects as 


the basis, the present position may be 
reviewed. 

SntEAD OF Banx BaANCHU 

A glance at the banking itatiitics (June 
1996) reveals that with 63,024 branches of 
commercial banks including RRBs, the 
average number of villages works out to 
about nine per branch. But this average 
conceals the variation in spread of branches 
not only from state to slate but alio from area 
to area within the state. As can be seen from 
data given (Table 1) the number of villages 
per branch is above 20 in many parti of 
north-eastern region, Himachal Pradesh and 
Orissa. 

Also the data on population per branch, 
given in Table 2 indicate that betides the 
north-east, Bihar, West Bengal, and UP 
require a fresh look at the spread of banking 
facilities of the public sector banks. In many 
districts, there are more than 10 public 
sector banks, each one without adequate 
infrastructure to meet rural banking 
requirements. There is no doubt that there 
should be alternative banking chaiuiels of 
public, co-operative and private banks for 
the rural households and healthy competition 
between them. But there is little justification 
for competition between one public sector 
bank and another public sector bank because 
that will amount to building up of parallel 
banking infraslnicture 1^ each one of these 
banks. There was considerable ad hocism in 
the opening of branches with the result that 
the lead bank which is to have dominating 
and effective presence in its district actually 
has fewer branches than the total number of 
branches of other banks put together. TVre 
was a time when the tinne-bound target 
approach was so overriding that the RRBs 
which were new in the field mtd which did 
not have financial and managerial resources 
had to open branches in remote areas. Not 
only did the RRBs go into red but also the 
quality of banking services was advendy 
affect^. 

It is not late even now to ask the lead bonks 
to work out a banking map for each of their 
districts CO vering all the areas so that banking 
gaps are adequately covered. 

At present, there ore three types of 
banking channels - public sector baiika and 
RRBs forming the government sector, the 
co-opcrativc sector comprising PACs and 
PLDBs and urban banks and private 
commercial banks constituting the thlid 
channel. Since the existing private banks do 
not do much rural lending, there is now > 
proposal to set up local area banks (LABsf 
For the rural areas, there are thus RRBs i< 
the gove r n m e n t sectw, PACs and PLDBs is 
the co4)perative sector and LABs In iIk 
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uivate lector. The district banking set>up is 
aihownabove.Thequestjonis: whyhas the 
eed for LABt aii sen? Do the present banking 
hanneit need another competing channel in 
rder to goad them to petform better or need 
nother supplementary channel? 

Is These Case km Local Area Banks? 

One of the objectives of policy-makers is 
t subject the banking system to greater 
smpetition and for this purpose to introduce 
sw players in the market. This objective is 
ipected to be achieved by pemitting big 
ivate banks to come up in getKral and by 
Kouraging small private local area banks 
the rural areas. These banks arc envisaged 
local private enterprises in banking in the 
ral areas meant to mobilise rural .■iavings 
td make them available for investntents 
cally. In fact, the Ormmiltee on Financial 
:forms (CPS) in 1991 recommanded 
Mlom of oitry into financial system and 
lined that there could be strung possibility 
U several new banks with a predominantly 
ml character would be set up (p 72). While 
ring shape to this propos^, the Reserve 
mk has given rural character to LABs. 

In the first place, there is now growing 
rpe for rural deposits and loans. While the 
Mic sector banks have lost the earlier 
imentum in farm lending, the RRBs are 
uggling to attain their viability and most 
PACs are just not up to the task. Both 
: co-operative and public sector channel 
not able to meet the local needs i n regard 
uvings and loans due to rigid all-India 
nuach and lack of flexibility in their 
nation. This in fact is one of the reasons 
private money lending surviving and again 
ning up in the form of non-banking 
mcial companies (NBFCs) in the rural 
ricts. This is the challenge, 
lut unions of bank staff seem to be 
rested more in stalling any competition 
tpposiiig the establishment of LABs than 
levitlng strategies to meet adequately 
il needs and challeagea from NBFCs and 
It from PACs some of which have now 
ted nobitiaing local deposits and 
■ndng an types of loans. According to 
It uniom, ‘Ite aim of local area banks 


will be to snatch a share of the savings and 
divert them into profitable investment in 
cities. The weaker sections of the society 
living in rural areas will be starved of bank 
credit in consequence'' (The Times of India, 
September 11, 1997). When the LABs are 
required to operate only in the rural areas 
and they are also required to meet all the 
stipulations on lending prescribed for RRBs, 
it is difficult to undentand this argument. 
Bonk unions are reluctant to tune themselves 
to the changed environment as also to 
presentday competitive needs of India and 
co-operate fully with the managemeffl. 

The LAB policy gives an oppoitunity to 
agriculturists to form their ovm self-help 
groups in the form of LABs for their banking 
needs and look after their area development. 
This is in line with the multi-agency approach 
to rural credit. Each banking chamiel has to 
meet such competition and together they are 
to meet tlie growing banking needs of rural 
Indio. In fact, there is a strong case for the 
Reserve Bank to take initial! ve and positively 
promote these banks in the north and the 
north-eastern region. 

Though the nationalised banks are keen 
to finance creamy layer of rural projects and 
mop up as much rural deposits as possible, 
their overall interest in rural lending has 
diminished first alter the est^ishmem of 
RRBs which enabled them to reduce their 
involvement in the rural sector and later in 
the wake of report of the Narasimham 
Committee on the Financial System meant 
almost de-iuralisation of big public sector 
banks by recommending that they should 
establish rural banking subsidiaries (see £/*W, 
November 21. 1992). However, the 
government did not opt for this suggestion. 
Even then, the overall impact has been to 
slow down the interest and involvemem of 
public sectorbanks in rural lending. The data 
show that priority sector loans ouistanding 
of all commercial banks decreased from 
26.5 per cent in 1994-95 to 24.8 per cent in 
1995-96 (Report on Trend aid Progress of 
Banking in India, 1995-96. p 20). Credit 
extendi to the priority sector public 
sector banks in 1995-96 was below the 
required 40 per cent of net bank ciediL Thte 


is also evident from the fact that banks are 
no long«^ building up tecimical tcaffbldiiig 
for their rural activities. What is required 
today is not inititiitiaoal moneylcndiiig but 
banking services to suit the seasonality in 
savings of fairoen, technical support and 
market orientation to borrowing needs of 
rural producers, processing, marketiiy and 
infrastructure agencies. What we have now 
are more branches without their ability to 
serve as development bankers. This bstaigs 
us to the issue whether there is need for a 
separrte rural banking cadre. 

Though one should not overeniphasiae 
specialisation, still aptitude and operrtional 
skills and flexilhlity me crucial for a ratal 
banker. At present, banks make every one 
of its employees work for some lime in raial 
branches. This ritualistic q>proacb hat 
reduced rural banking to moneytending. 
Bearing thisin mind, the AgrictdtunlHninoe 
Corporation’s study team on Role and 
Effectiveness of Lending Insiilulions, 
sponsored by World Bank/RBI (1988) 
suggested the creation of a sepvire ratal 
banking cadre in each public sector hnsk as 
also covering the RRBs sponsored by it- 

On this question of specialisation required 
for rural banking, as yet a long-tenn view 
has not been taken. The banks hitherto 


Tasu I 


Namborof 

Villages 

Per Branch 

Stale* 

to or below 

Haryana. Pniyab. Miunre. 
Goa. Gujaiai. MshaeaiWia, 

AP. Karulaka, Kenia, 

Tamil Nadu 

11 to 20 

Rajasthan, Assam, Nagaland. 
WestBei^aL Bihw.MP, UP 

Above 20 

HP. Aninochal nadeih. 
Meghalaya. Manipur, Tlipnia. 
Oiisn, Sikkim 


Tasu 2 


(As at nd if Jaml 9M} 

Popitlaiion 
Per Branch 

Siaiet/UMon TettHaiies 

(in thousands) 

5 or below 

Chnndifsfh, Goa 

Sto 10 

HP.JaiidK,l>uniab.DeAi. 
Meghalaya, Miaonaa. 

SiUdm, A and N »«*«■* 

Daman and Oia. Karaataka, 
Kerala, Lakshadweep 

10 to IS 

Haryana. Rajasthaa, AP, 

Tripnn, Oriau, MP. 

Cujana. Mahatashin. 


Afunodwl Pradesh, Tamil Nadi. 
Poadicheny 

IS to 20 

Assam. NivaluMl. Blhw. 
WesiBeai^UP, 

Above 20 

Dadra and Nagar HaveH 

Manipnr 


Samrtt: TrtmdandPimgrtuofBmUi^InlndB^. 
/995-M.p 126. 
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:niited agricultural and engineering 
iduates some of whom have by now become 
inagen of niral branches while many ochen 
. absorbed in the general banking group. 
^ State Bank of India started specialised 
icultural development branches (ADBs) 
ile some other banks established rural 
hnical centres to meet the technical needs 
.1 group of their branches. In the wake of 
axt-oriented agro-plans, one oriwo banks 
e established high tech branches. The 
:Bs were in fact established as specialised 
iks for the rural poor. On the other hand, 
h one commtm cadre in the banks, general 
Tare being posted in rural branches. The 
atibn now is; is rural bankinga specialised 
requiring a separate cadre in each bank? 
lie Committee on Financial Reforms 
nved that;‘The manning of rural branches 
posed problems for banks owing to the 
ictance of urban oriented staff to work 
letutal branches and the lack of motivation 
o so. Mote local recruitment and impro- 
woiking conditions in rural areas should 
I to meet this problem’’. This view ignores 
experienoe of RRBs in which locally 
ruited employees are not happy in view 
icfc of ad^uate career prospects in their 
-I. 

lie Narasimham Committee did not fully 
recrate the nature of job involved in rur^ 
or banking. Apart from the basic know- 
,e of agricultural and rural development 
xts, a rural banker will have the arduous 
of credit extension work, scheme 
uisal work of different types of farm and 
-farm investments and production of 
;tent crops, supervision and recovery of 
IS spread over in different villages which 
wt even connected by all weather roads 
in an cnvironnient where vested interests 
quite powerful. In the opinion of the 
isro (Agricultural Credit Review) Com- 
X. a rural banker 

has to have not only the knowledge of 
inking per se. banking laws and practices 
It also vanoiu other skills. For instance, 
has to have the right approach, attitudes 
d a style of managemejn which is coodu- 
/e to the genius and ethos of tunU areas. 
He should also have die ability to assess 
; economic potential of the area in terms 
the activities which offer scope for deve- 
>ing banks' lending business. Effective 
mmunication ability it another quality 
lich a rural banker has to possess so that 
could deal with rural clientele and earn 
:ir confidciKe (p 489). 
other words, he cannot be an ordinary, 
entional banker. One can imagiiie how 
ig the motivation and bow intensive the 
ing hat to be if he is to be a successful 
banker. Aftermakingsuchacategorical 
ssment of requirements of a rural banker, 
wonders why the Khutro Committee did 
lisciiss the need for rural banking cadre, 
ainst this, the Narasimham Committee 


has expressed the view that in most of the 
niral branches, Ihe work is fairly simple 
and routine. Deposit, bank remittances, 
simple advances and bill business do not 
requite much skill or expertise to process". 
It has looked at rural banking as routine 
banking and not as social and dcvcloproem 
banking. 

It is this kind of view which has landed 
the RRBs in a mess. Their poor performance 
is largely due to the fact that the staff who 
were hurriedly recruited and trained in a 
routine way were given a more difficult task 
of dealing with a large number of small term! 
composite loans advanced to small farmers 
and other poor rural families who do not 
know how to deal with banks require assis¬ 
tance and guidance at each stage from loan 
application to loan recovery. 

The main step in this connection are: 

(1) Since the merger of RRBs in their 
respective sponsor banks is luled out,‘ they 
should at least be nude into fully-owned 
subsidiaries of the sponsor banks so that the 
manpower development for lural banking 
can be carried in an unified way for its own 
rural branches and its RRBs. 

(2) Besides placing all the employees in 
the RRBs in the rural banking cadre, the 
sponsor bank should throw open this cadre 
and allow its own staff including those not 
working in the rural branches to exercise 
their option whether to join this cadre. 

(3) Banks do require technical staff. But 
till now, what has happened is that such 
specialised staff got ftustraicd for want of 
career prospects and many of them got 
themselves absorbed in the general banking 
cadre. Once rural banking becomesaseparate 
entity ineachbank.it will ensure full attention 
to the rural sector as also motivate and provide 
career prospects to those bank staff who opt 
for this cadre. We should have rural bankers, 
not merely rural branches. 

(4) The personnel needs of RRBs will be 
on a big scale. Both employees in RRBs and 
in their sponsor bank are bound to have 
expanding career prospects as in general 
banking and can aspire to rise to the highest 
position say executive director (Rural 
Banking) in the bank. Based on its findings 
after field investigation, the APC study team 
mentioned earlier has made uiggestion on 
such cadre but the Khusro Committee which 
was to prepare the final report on Agricultural 


Credit Review ^ not give attentioa to tUt 
proposal. 

liie author had many oocailoiis to visit 
many branches of RRBs - many of them do 
not deserve to be called banks. While the 
banks and co-opetatlves have covered the 
remote rural areas, the minimum infraitruc- 
ture required for sound and safe bmklng is 
not available at many rural places. There is 
no adequate communication facility at 
near the branch centres. Many branches we 
located at places without police protection. 
Many branches and primary co-operatives 
do not even have proper premises which can 
be considered fit forabanking unit. However, 
there ate a few instances where the premiaes 
for branches have been constructed by the 
local panchayats or by the state government 
under NREP.Sinceminimumliving faculties 
are not available, many rural branch em¬ 
ployees commute from the nearest urban 
centres. 

Though wc have lost much time in provi¬ 
ding banking infrastructure, should we not 
think of establishing rural centres where ail 
infrastriKCute fKilities will be available? In 
Malaysia, such agro-complexes have been 
built at rural road junctions. Barring a few, 
many banks do not believe in having their 
own standardised premises for their luial 
branches. It it high time that the bonks build 
up proper infrastructure at least for thdrnnal 
branches which are more than 10 years old. 

I n the coHrperati ve field also, very few FACs 
possess the required infrastructure. Primary 
co-operatives like the Mulkanoor co-op 
rural banks in AP are far and few. Both co¬ 
operatives and RRBs do require positive 
guidance and incentive. If thm could be a 
rural banking inffastiucture development 
fund in NABARD with contribution from 
RBI and public sector and co-operative apex 
banks, it will go a long way to strengthen 
rural banking. The RRBs and PACs have to 
be assisted by way ofloans/grantsinbuilding 
their banking infrastnicuire. 


I Thetc was a time when the RRB staff were 
eager thaiiheirRRBs at e mergedindieipniisoT i 
banks. But alter their salary stnidiure being 
put ihofc or less on par with that In sponiar 
banks andemcrgence of staff unions in RRBi. 
not only is ibeie now opposition to menerbu) 
there is also demand for an all-lndto Bank of 
RRBs. 4 


For the AttentioB of Subsciiben and 
Sabfcriptioa Agendcs Outside India 

It hu come to our notice that a large ndlntier of subfcriptioni to the EFW from outside 
the country together with the sdbtcripiion payments sent to supposed lubicriplioa agents 
in India haw rart been forwanled to us. 

We wish to potol out to subfcriben and subscription agencies outside India that alt tonign 
subscripttoc^ togrther with the apotopriate lermitances, mufi be fotwirded to us and not 
to unautberised thiid parties in In^ 

We take no lespnnsibaity whataoever in reqiect of subicripiioat not legislBted with us. 

MANAUni 
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mbai’s Textile Mills and the 
i Question 
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Chandrashekhar Prabhu, an architect and 
former Congress MLA, and Sharad Khatoo 
of the Kamgar Aghadi had then opposed the 
sale of land and raised the issue in the state 
legislature. The then state government had 
decided to support BIFR proposals for sale 
of land owned^ sick mills. These proposals 
were a part of the BIFR's reh^litation 
package for sick mills. Accordingly, seven 
mills - namely, Matulya, Raghuvanshi, 
Modem, New Vinod, Sriram, Khatau and 
Kamala - were given permission for land 
sale by the then chief minister Sharad Pawar. 

The Khatau murder in May 1994 brought 
into the open the role of undemorld elements 
in mill land deals and forced the state 
govemment to reverse its earlier decision to 
allow sick mills to sell land. The decision 
to ban land sale was a big blow to mills 
whose revival proposals were pending with 
the BIFR and to banks and financial 
institutions which were hoping to finally 
recover loans made to these mills. 

It needs to be noted that in all the mills 
where the BIFR rehabilitation package was 
to be implemented in concurrence with the 
stake-holdcn - namely, bankets, financial 
institutions and trade unions - the mills 
already had buyers for their land and in some 
cases the land had already been sold aitd 
construction on the land had cortunenced. 
The present Shiv Sena-BJP govemmetrt on 
coming to power issued a directive staying 
all further sale of mill land. It appointed a 
sub-committee consisting of industry 
minister Leeladhar Dake and labour minister 
Sabir Sheikh to decide whether the mills 
should be allowed to sell their land. 

Another committee headed by architect 
Giartes Correa was set up by the govern mem 
in February 1996 to make tecommendmions 
for the pljumed devcloprnem of the mill 
areas. The committee submitted its report i n 
August 1996. Its plans for the mill lands took 
into consideration the DC Rules, 1991. Part 
I of the Conea Committee's report pertains 
to NTC mills only. This it because the 
committee members were denied entry imo 
their premises by the privme mills. The 


committee says h will proceed with part U 
when it obtains acceu to the land h^ by 
private sector mills. The Mill-Owners 
Association bat issued a circular to all mills 
to co-operate with the committee. 

Part I of the Correa Cotiunittee't report 
gives details of how the NTC mills’ land 
should be used. As all the land of the NTC 
milts is taken together, the committee has 
been able to suggest a plan for integrated 
development of central Mumbai even taking 
into account the two-thirds formula specified 
in the DC Rules. 

India’s signing of the GATT Treaty will 
make for freer imports into the country, 
including of low cost fabrics. To face this 
global competition, the textile industry will 
have to make huge investments in 
modernisation. Mill-ownen and fmandal 
institutions, however, feel that the long-term 
revival and growth of the textile industry in 
Mumbai is not going to be possible. Mill- 
owners feel that modemisalion in Mumbai 
is not feasible as the space is inadequtte to 
install modem machinery and effluent 
treatment facilities. The few mills that have 
been rehabilitated can just about keep going 
at thdr present capacities till market forces 
turn them sick again. These mills can barely 
manage to clear their outstandings to their 
woikers and financial institutions and the 
generation of any large surpluses is ruled 
out And as mentioned above, the public and 
private financial institutions do not wish to 
risk putting their money into these chron¬ 
ically sick units, thus effectively ruling out 
fresh investinem. Even the healthier units 
are repotting fall in profits and, in the absence 
of permission to tell their land, may be 
forced into sickness. 

The RMMS. the representative uniem, 
forced by realities has come around to 
accepting that there is tM alternative to sale 
of the mills’ land. The Girai Kamgar 
Sangharsh Samiti, the other union which 
represents a segmem of mill workers, hat 
three specific demands; (a) preservation of 
the ‘textile’ culture of Girangaon in the Ptael 
area of Mumbai; (b) focus on revival of 
mills, including through the formation of 
workers’ co-operatives; and (c) monitoring 
the sale of assets and use of funds by an 
independeiu committee to ensure that funds 
from land sale are used only for the 
modernisation of the units. 

The state govemment. according to otK 
view, is denying permission for sale and 
development of mill land in order to prevent 
a furthra slump in real estate prices in the 
city. The builders’ lobby has always used 
political support to keep real estate prices 
high by controlling supply. Today with a 
deprea^ real estate niarket. the builders’ 
need to comrol supfriy is all the greater. The 
st«e government’s modus openmdi s e em s 
to be to buy time by not taking a dedsion. 
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recruited agricultural and engineering 
graduatei aomeof whom tiave by now become 
manager! of raralbranchei while many othen 
got abtorbed in the general banking group. 

Qt The Stale Bank of India started special!!^ 
agricultural development branches (ADBs) 
while some other banks established rural 
technical centres to meet the technical needs 
of a group of their braitches. In the wake of 
export-oriented agro-plans, one t>r t wo banks 
have established high tech branches. The 
RRBs were in fact established as specialised 
banks for the rural poor. On the other hand, 
with one common cadre in the banks, general 
staff are being posted in rural branchm. The 
question now is: is rural banking a specialised 
job requiring a separate cadre in each bank? 

The Committee on Financial Reforms 
observed that:‘'The manning of rural branches 
has posed problems for banks owing to the 
reluctance of urban oriented staff to work 
in the rural branches aixl the lack of moti vBtkm 
to do so. More local recruitment and impro¬ 
ved working conditions in rural areas should 
hdp to meet this problem". This view ignores 
the experience of RRBs in which IcKaily 
recruited employees ate not happy in view 
of lack of adequate career prospects in their 
RRBs. 

The Narasimham Committee did not fully 
appreciate the nature of job involved in rural 
sector banking. Apart from the basic know¬ 
ledge of Bgricuttural and tural development 
aspects, a rural banker will have the arduous 
task of credit extension work, scheme 
appraisal work of dinerent types of farm and 
non-farm investments and production of 
different crops, supervision artd recovery of 
loans spread over in different villages which 
are not even connected by all weather roads 
and in an environment where vested interests 
arc quite powerful. In the opinion of the 
KJiusro (Agricultural Credit Review) Com¬ 
mittee, a rural banker: 

...has to have not only the knowledge of 
banking per it. banking lawi and practices 
but also various other skills. For instance, 
he has to have the right approach, attitudes 
and a style of management which is condu¬ 
cive to the genius and ethos of rural areas. 

He should also have the ability to assess 
the economic potential of the area in terms 
of the acd vittes which offer scope for deve¬ 
loping banks' lending business. Effective 
communiettion ability it another quality 
which a rural hanker has to possess so that 
he couM deal with tural clientele and earn 
their confidence (p 489). 

In other wonts, he cannot be an ordinary, 
conventional banker. One can imagine how 
strong the motivation and how intensive the 
training hat to be if he is to be a suceessfkil 
tural banker. After making such a categorical 
assessment of leqtiirementsof a tural banker, 
one wonden why the Khusro Committee did 
not discuss the need for rural banking cadre. 
As against this, the Narasimham Committee 


has expressed the view that in most of (be 
niral branches, "the work is fairly sknpfe 
and routine. Deposit, bank remittances, 
simple advances and bill business do not 
require much skill or expertise to procen". 
It has looked at rural banking as routine 
banking and not as social and development 
banking. 

It Is this kind of view which has landed 
the RRBs in a mess. Their poor petfoimance 
is largely due to the fact that the staff who 
were hurriedly recruited and trained in a 
routine way were given a more difficult task 
of dealing with a large number of small KmtJ 
composite loans advanced to small farmen 
and other poor rural families who do not 
know how to deal with banks require assis¬ 
tance and guidance at each stage from loan 
application to loan recovery. 

The main step in this connection are; 

(1) Since the merger of RRBs in their 
respective sponsor banks is ruled out,' they 
should at least he made into folly-owned 
subsidiaries of the sponsor banks so that the 
manpower development for rural banking 
can be carried in an unified way for its own 
rural branches and its RRBs. 

(2) Besides placing all the employees in 
the RRBs in the rural banking cadre, the 
sponsor bank should throw open this cadre 
and allow its own staff including those not 
working in the niral branches to exereise 
their option whether to join this cadre. 

(3) Banks do require technical staff. But 
till now. what has happened is that such 
specialised staff got fhistrated for want of 
career prospects and many of them got 
themselves absorbed in the general banking 
cadre. Once rural banki ng becomes a separate 
entity in each bank, it will ensure foil atl^on 
to the rural sector as also mot i vate and provide 
career prospects to those bank staff who opt 
forihiscadre. Wesbouidhaverural bankers, 
not merely rural branches. 

(4) The personnel needs of RRBs will be 
on a big scale. Both employees in RRBs and 


Credit Review (M not give annttoa to ddi 
proposal. 

The author bad many occailofH to vialt 
many branches of RRBs - many of them do 
not deserve to be called banka. While the 
banks and co-operatives have covered the 
remote rural areas, the mininmm InEfastruc- 
tuie required for sound and safe banking is 
not available at many rural places. There is 
no adequate communication facility at or 
near the branch centres. Many brandies are 
located at places without police protection. 
Many branches and primary co-opentivei 
do not even have proper premites which can 
be considered fit forabankinguniL However, 
there are a few instances where the premises 
for branches have been constructed by the 
local panchayats or by the state goveniment 
under NREP. Since minimum livi ng facilities 
are not available, many rural branch em¬ 
ployees commute from the nearest urban 
centres. 

Though wc have lost much time in provi¬ 
ding banking infrastructure, should aw not 
think of establishing rural centres where all 
infrastructure facilities will be available? In 
Malaysia, such agro-complexes have been 
built at rural road junctions. Barring a few, 
many banks do not believe in having thdr r 
own standardiied premises for their rural i 
branches. It is high time that the banks build I 
up proper i nfrastructure at least for thdr niral 
branches which are more than 10 yean old. 

In theco-operative field also, very few PACi 
possess (he required infrastructure. Primary 
co-operatives like the Mulkonoor co-op 
rural banks in AP are far and few. Both co¬ 
operatives and RRBs do require positive 
guidance and incentive. If there could be a 
rural banking infrastnicture developmem 
fund in NABARD with contribution from 
RBI and public sector and co-operative apex 
banks, it will go a kmg way to strengthen 
rural banking. The RRBs and PACs have to 
be assisted by way of loans/grants inbuilding 
their banking infrastructure. 


in their sponsor bank are bound to have 
expanding career prospects as in general 
banking and can aspire to rise to the highest 
position say executive director (Rural 
Banking) in the bank. Based on iu findiogs 
after field investigation, the AFC study team 
mentfoned earlier has made suggestion on 
such cadre but the Khusro Committee which 
was to prepare the final report on AgricuhunJ 


I There was a time when the RRB staff were 
eager that their RR Bs are merged in the ipontor 
banks. But after their sal^ structure beiag 
put more or leas on par with that in sponaoi i 
banki and enieigence of staff ttaions in RSBi. 
not only is tbere now oppoiiiioa to merger but 
there it also demand for an all-India Bi^ of 
RRBs. , 


For Hw Attention of Subacribert and 
SalHcriiitfon Agencies Outside India 

It has come to onr notice that a large number of subac r iptioni lo the ftom owiide 
the country together widi the tuidcription payments sent to supposed subscr^ptiufi agents 
in India have not been forwarded to us. 

We wish to point out to subacriben and lubacription agencies outside India that aU foreign 
tohsciiptioi^ together with the appropriate lemlllanoea, imnt be forwarded to m and not 
to unauthorised third partiea in India. 

We lake no leipaaribility whatsoever in leqtect of Hibactiptions not reguleied With na. 

Mamaobi 
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Mumbai’s Textile Mills and the 
Land Question 

EPITReMirch Foondation 


In rtifusing to give permission to textile mills in Mumbai to sell their 
land the Maharashtra government gives the impression that it is being 
' sympathetic to the cause of the mill workers, but actually it is 
pandering to the builders’ lobby. The take-rut-decision policy of the 
I state government does not mean, however, that changes will not take 
place, albeit haphazardly atul clandestinely. Based on recent 
developments, some likely scenarios are sketched here. 


THERE are a total of 58 cotton textile mills 
in Mumbai. Of these, 25 are govemmenl- 
l| owned Of these 25, 24 were deemed sick 
V and were taken over by theunion government 
to be run by the Natioiuil Textile Corporation 
and one mill was taken over and is run by 
the Maharashtra State Textile Corporation. 
There are 33 privately>owned mills in 
Mumbai. Out of these 33 mills, eight arc 
under the consideration of the BIFR, two are 
closed and under liquidation, one is closed 
with the owner and not under liquidation and 
22 are in a relatively healthy position, but 
mostly in a no-profit, no-loss situation. 

The structure of the textile industry makes 
its revival a difficult process. To be globally 
competitive modernisation is a must. The 
International Textile Manufacturers 
Federation estimates that the textile industry 
must invest 7.5 per cent of its turnover in 
modernisation if it is to remain competitive. 
The Indian textile industry is investing only 
about one-fourth of the required proportion. 
Thus even the most modem mill in India 
, does not measure up to international 
standards. Import of machinery is crucial but 
requires huge investment which the mill- 
owners are not interested in making. And 
even if the finance aixl the mill-owner's 
intention to modernise were there, the new 
equipment would require a smaller labour 
force, raising the problem of retrenchnKnt 
of wotkers. Mills by law cannot retrench 
worken except on payment of mutually 
agreed ex-gratia compensation. This 
renders the whole process of revival a 
vicious cycle. 

Public and pri vale financial institutions do 
not wish to risk putting their money into 
these chronically or potentially sick units. 
Therefore the only way these mills can raise 
funds is by selling their surplus land. This 
is possible, as the mills are located on prime 
land in the heart of Mumbai. 

In 1987Pra d b ha Patil. the then Maharashtra 
Pradesh Congress Committee president, 
appointed a committee to examine the issue 
of land sale by mills following a directive 
from Rgjiv Oandhl, the then prime minister. 


Chandrashekhar Prabhu, an architect and 
former Congress MLA, and Sharad Khatoo 
of the Kamgar Aghadi had then opposed the 
sale of land and raised the issue in the state 
legislature. The then state government had 
decided to support BIFR proposals for sale 
of land owned ^ sick mills. These proposals 
were a part of the BIFR’s rchabiliuition 
package for sick mills. Accordingly, seven 
mills - namely, Matulya, Raghuvanshi, 
Modem, New Vinod. Sriram, Khatau and 
Kamaia - were given permission for iand 
sale by the then chief minister Sharad Pawar. 

The Khatau murder in May 1994 brought 
into the open the role of underworld elements 
in mill land deals and forced the state 
government to reverse its earlier decision to 
allow sick mills to sell land. The decision 
to ban land sale was a big blow to mills 
whose revival proposals were pending with 
the BIFR and to banks and financial 
institutions which were hoping to finally 
recover loans made to these mills. 

It needs to be noted that in all the mills 
where the BIFR rehabilitation package was 
to be implemented in concurrence with the 
stake-holders - namely, bankers, financial 
institutions and trade unions - the mills 
already had buyers for their land and in some 
cases the land had already been sold and 
constniction on the land had commenced. 
The present Shiv Sena-BJP government on 
coming to power issued a directive staying 
all further sale of mill land. It appointed a 
sub-committee consisting of industry 
minister LeeladharDakeandlabour minister 
Sabir Sheikh to decide whether the mills 
should be allowed to sell their land. 

Another committee headed by architect 
Giarles Correa was set u p by the governmem 
in February 1996 to make recommendations 
for the plamied development of the mill 
areas. The committee submitted its report in 
August 1996. its plaiuforthe mill lanristook 
Into considention the DC Rules, 1991. Part 
I of the Conea Comnduee’s report pertains 
to NTC mills only. This is because the 
crmuniltee me m bers were denied entry imo 
their premises by the private mills. The 


committee says it will proceed with part n 
when it obtains access to the land held by 
private sector mills. Tbe Mill-Owners 
Association has issued a circular to all mills 
to co-operate with the committee. 

Part I of the Correa Committee’s report 
gives details of how tbe NTC mills’ land 
should be used. As all the land of the NTC 
mills is taken together, the committee has 
been able to suggest a plan for integrated 
developmem of central Munnbai even taking 
i nto account the two-thi rds formula spedfied 
in the DC Rules. 

India's signing of the GATT Treaty will 
make for freer imports into the country, 
including of low cost fabrics. To face this 
global competition, the textile industry will 
have to make huge investments in 
nuxlernisation. Mill-owners and finaiadal 
institutions, however, feel thm the long-term 
revival and growth of the textile industiy in 
Mumbai is not going to be possible. Mill- 
owners feel that modernisation in Mumbai 
is not feasible as the space is iiwrirquate to 
install modern machinery and effluent 
treatment facilities. The few mills that have 
been rehabilitated can just about keep going 
at their present capacities till market forces 
turn them sick agaia These mills can barely 
manage to clear their outstandings to their 
workers and financial institutions aial the 
generation of any large surpluses is ruled 
out. And as mentioned above, the public and 
private financial institutions do not with to 
risk putting their money into these chron¬ 
ically sick units, thus cfTectively ruling out 
fresh investment. Even the healthier units 
are reporting fall in profits arxi in the absence 
of permission to sell their laitd, may be 
forced into sickness. 

The RMMS, the repre s e n tative uraon, 
forced by realities h» come around to 
accepting that there is m alternative to tale 
of the mills’ land. The Girni Kamgar 
Sangharsh Samiti, the other union which 
represents a segment of miU worken. has 
three specific demands: (a) preservation of 
the *textile’ culture of Ghangaon intheParel 
area of Mumbai; (b) focus on revival of 
mills, including through the formation of 
worken’ co-operatives; and (c) monitoring 
the sale of assets and ux of funds by an 
independent committee to ensure that fntds 
from land sale are used only for the 
modeimsation of the uniu. 

The stale goveinineni. according to one 
view, is denying permission for sale and 
development of mil I land in order to prevent 
a fuitha- slump in real estate prices in the 
city. The buiUere' lobby has always used 
political support to keep real estate pricet 
high by controlling supply. Today with a 
depressed real estate market, the builden’ 
ne^ to centred supply is an the grearer. The 
state govenunent’s modus openmdt seems 
to be to buy lime by not taking a decisiott. 
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thenby preventing prices from falling and 
then wo^ng out deids with mill-owners on 
sale of their land. Construction activity cm 
the land of several mills (mostly sick) whose 
land sate deals were cleared in 1994 has been 
stalled half-way by the ban cnder. 

Tbeexjstenceof abuilder-politician nexus 
to keep the real estate market from crashing 
is also evident from the state government's 
inaction cm the Correa Committee report and 
its cold response to the union government’s 
request for suggestions on amending the 
Utban Land Ceiling and Rent Cocitrol Acts. 
There are also reports of mill land sale deals 
having been struck clandestinely in spite of 
the ban order. The state government, in 
lefusingtogive permission to sell mill land, 
appears to be sympathetic to the cause of 
the mill workers, but has actually been 
pandering to the builders’ lobby. The take- 
no-decislon policy of the government on 
sale of mill land however does not mean that 
changes will not take place. Based on recent 
developments, some likely scenarios may be 
cxitUned. 

Semario/: The state government continues 
with its present ban on mill land sale. The 
likely outccmies of this are: (i) Piecemeal 
sale and derelopment of mill land in pursuit 
of thon-term gains. Inthe past three decades, 
some 10 or more mills have been forced to 
chise down because of devastating fires and 
it hu been alleged that in many instances 
mills have been permanently closed or 
converted into comptficial holdings after 
the fires. Some of thbinills in question are 
Einptre,Mukesh,Phoenix,Dhanraj, Western 
India, Apollo, Jubilee, Elphinslon, and 
Raghuvanshi. (ii )The rise of the underworld 
in land scams. Already the murder of two 
miU-ownen (of sick mills) and other related 
killings of buildersi etc, are suspected to be 
the fall-out of disputes over mill land and 
the owners’ refusal to comply with the 
gangsters’ demands.OiDGeltingresignations 
from workers by force. Infiltration of 
underworld elements into the representative 
union seen» to have been encouraged by the 
mill-owners. The obvious purpose is to 
terrorise the workers into tendering 
’voluntary’ resignations. A case in point is 
Khatau mills where shifting of the mill from 
BytsiUato BoriWi had been deemed necessary 
by the BIFR subject to an agreement with 
the svorken. This would have required 
payment of compensation to the wciikers. 
However, the owner is alleged to have 
preferred the we of the underworld to force 
the wotkert, for which in the end he had to 
pay with hia own life, (iv) Illegal sale of mill 
land by flouting the DC Rules. The state 
government immduced a provision in 1991 
in its DC Rules to regulate the supply of land. 

It allowed sick mill managements to develop 
their turplua land and utilise the resources 
generated to revive the mills. Healthy mills 


were also allowedio sell thdrlandtogeiKiale 
ftmds for modenusation. The condition was 
that about one-third of the land had to be 
given to the municipal corporation as open 
space and one-third to MHADA or PSUs, 
with the mill-owner being allowed todevelop 
the rest The mill-owner wouldget equivalent 
TDRs for the floor space index for use in 
(he suburbs on land given to the BMC and 
MHADA. Land aHotmeitt to PSUs would be 
done through auctions, the proceeds of which 
would accrue to the mill-owner and so no 
TDRs were Co be given in this case. The 
Cot^ Committee was of thedpinion that 
‘The surrender of two-thirds oraill )and to 
BMC and MHADA will be less employment 
generating than land sold strictly for inihistrial 
purposes of hi-tech and non-polluting 
nature”. This view merits serious 
consideration. 

If a healthy mill sells IS per cent or less 
of its land it is exempted from giving two- 
thiids of the land to BMC and MHADA. 
However, it has been pointed out that the 
funds that could be rais^ by selling less than 
15 per cent of the land would be inadequate 
for modernisation. On the whole mill-owners 
have argued that the textile industry is being 
given step-motherly treatment as far as 
permission to sell land is concerned. While 
other industries are allowed to rell off their 
land, the condition about making over two- 
thirds to BMC and MHADA is imposed only 
in the case of mill land. Mill-ownen claim 
that this has hindered their taking advantage 
of section S8 oflhe DC rules on a large scale. 

However it has also been found tIuU in 
spite of the ban order og sale ol land and 
the provisions of the DC rulc^. land has been 
sold and the DC Rules have been flouted by 
many mills. There are a number of specific 
instances. Illegal sale, construction and use 
of mill land are alleged lo have been carried 
out in Sriram Mills, Piramal Mills and 
Modem Mills. Other mills like Kamala, 
Swan, Maiulya, Swadeshi, Hindoostan, 
Bombay Dyeing and Victoria have 
undertaken pieceraca) land sale. This has 
resulted in haphazard instead of planned 
development of mill lands. 

Sc€fusru> II: The state government gives 
permission to both viable and non-viable 
mills in the city to sell their land, surplus 
or otherwise, llie next step of course is to 
monitor the use of these proceeds. Thi.s will 
be with respect to the modernisation of the 
concerned units, the level of employment 
and compensation to the workers. 

Permission to sell land will be the most 
favourable step for the few dynaAk mill- 
owners who are genuinely interested in the 
modemisaiion and global competitiveness 
of the Indian textile industry. They are likely 
to invest in modemisaiion, though outside 
Mumbai. Theirexiiting uniu in Mumbai arc 
likely to contimw to operate with reduced 


I 

capacities. So no laigo-icale unemployineat 
of textile woiken m^t result on tUi aomunt 
These mills may on the other hand create 
employment opportunities for the kith and 
kin of their present worken in their modem 
units located outside Mumbai. Mills In this 
category would Include Centwy. Bombay 
Dyeing, Mafatlat and Montjee. 

But what about the skk arrd the NTC 
mills? Should these mills be attempted to be 
revived? The Correa Committee teport 
addresses this issue. According to it. the 
NTC mills have 108 hectares of land and 
the private mills 126 hectares. The total area 
proposed to be developed by the NTC from 
its tout holding is 5.67 lakh iq metres. The 
number of textile worken in Mumbai has 
declined from three lakh in the 1950s and 
1960s to some 75,000 at present Out of 
these, 28^)00 are employed in the NTC milb. 
This means that enough money will be 
available from the sale of NTC land for 
payment of workers' dues and for their 
retnuning. The committee is thus optimistic 
on the employment front after the sale of 
surplus land. Redqjk^ment of wotken. it 
feels, is not likely to be a problem in Mumbai 
city where the constraint to growth and 
employment docs not come from deficiency 
in demand but from supply bottleneck 
created by scarcity of land. 

In this scenario a ituijor problem ia how 
to rehabilitate or redeploy Uk workers in the 
privately-owned non-viable unita and the 
NTCunib. JusticeSuresh Hosbet has rightly 
opined that the sale of mill larxl should be 
treated similar to development projects and 
that the mill workers must be properly 
rehabilitated. The state has a major ide to 
play in this. The state government will have 
to take the working class intoconfidaice and 
work out a rehabilitation programme on a 
case-by-case basis instead of relying wholly 
on the representative union which has lost 
all credibility among the mill wotken. The 
new jobs to be created will demand a skill 
profile different from that of the present 
textile worken. The young and able workers 
thrown out of employment from the textile 
industry in Mumbai will need to be trained 
in these skills. This will have (o be (be 
responsibility of the state. 

'The situation is not very different in the 
private sector mills. But the (Noblem here 
is that of funding the redevelopment of the 
mills. The Correa Committee has 
recommended the creation of a corpus by 
the state. This corpus could be created through 
a consortium of banks and financial 
institutions. The consortium would provide 
the large outlay required immediately by the 
mills which would have to give vacant 
possession of lartd for its sale. The corpus 
would be to pay compensation to existing 
worken who are to be laid off and to pay 
the dues of financial institutions. 
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The texdk wocken of MumM on UkIt 
part nniitrHliie that mvket-dictiitedchii^ 
are inevitable. Every city needi to recycle 
land, partkulafly vtiwn an induatry ii no 
loiiger viable. The decline of manufacturing 
in Mumbai and mote lo the textile induatry 
ii a foregone conclusion. Wisdom lies 
therefore in standing up not fortheprotection 
of the textile industry, but for compensation 
and rehabilitation. 

&erMn 0 /f/: The state government heralds 
the step-by-step exit of the textile industry 
from Mumbai. The first step will be to 
implement the Correa Committee 
recommendations. The committee's report 
calls for the sale of land of the NTC units. 
This can be followed by sale of land of those 
units whose rehabilitation and land sale 
proposals have been cleared by the BIFR. 
On July 31 this year the state government 
was almost forced to grant permission for 
sale of 4.7 lakh sq feet of su^us mill land 
of two BIFR cases, This was under threat 
of contempt proceedings under the SICA for 
delay in the impiementaiion of the reha¬ 
bilitation programmes cleared by the BIFR. 
The mills concerned are Modern and New 
Great Eaitiern. The sale of surplus land, 
approximately 29 lakh sq feet, by nine mote 
mills was also to be cleared umkr a similar 
order to finance their respective 
rehabilitation/modernisation proposals 
cleared by the BIFR. This was a good 
opportunity to gauge the real intentions of 
the mill-owners about rehabilitation/ 
modernisation and to study the pattern of 
redeployment and employment generation. 
It is necessary that at each stage the state 
government monitor the rehabilitation 
package offered to the workers. This can 
meanwhile pave the way for Part II of the 
Correa Comminee report pertaining to the 
privately owned mills inlhe city. Ifthis step- 
by-step transition does occur. Mumbai will 
have tideen the first step towards mooting a 
much-required 'exit policy'. 

But, true toils lake-no-decision policy, the 
state government has once again bought 
time by requesting the BIFR not to issue any 
further ultimatums until it has formulated a 
revised rehabilitation package for the sick 
mills in view of the falling real estate prices 
in Mumbai. The BIFR chairman has 
reportedly shown a willingness to wait for 
the government's fresh package. After the 
BlFRuitimalum thethenstatechief secretary 
Afzalpuikar had publicly admitted that the 
present dispensation had failed to evolve a 
poh'cy on the sensitive mill land sale issue. 

The goveniment’s proposal to come up 
with a new rehabilitation package for Ihc 
sick textile mil Is and delay cleannees further 
continues the impaste. Betides the 
government has also not done anything about 
the Correa Commiuee report. not even made 
it public. And so for a while it teemed at 


though after missinganexoeUeflt opportunity 
we ate back to the most likely outcome, i 
e. Scenario 1. But two recent developmems 
point U>ati|verlining’.(i)lhecentre'tdeci^ 
to offer the NTC mills to the state 
governments on wai ver of outstanding duet; 
and (ii) the Maharashtra government's 
decision lo consider a proposal to allow 


DALITS in Haryana are cnKrgtng as a new 
autonomous factor in the politicsof the state. 
The BSP's Paridabad rrily of October 12 
was the latest and the fifth in the series of 
rallies which the patty had held in the state 
during lost two years. Before Faridabad, the 
BSP held rallies in Ambala, Kaithai. Karnal 
and Chandigarh. The presence of dalits in 
these rallies has been unprecedented, in fact, 
observers say that the BSP rally in Karnal 
in June this year was the biggest rally ever 
held in the city. In the earlier rallies, Kanshi 
Ram was quite emphatic on two points; one, 
he exhorted dalits of Haryana that they should 
follow the UP example and emerge as an 
independent political force, and: two, hesent 
a message to other parties that BSP would 
be willing to ally with a party which would 
give it an equal share of seats in case of an 
alliance. But at the Faridabad rally, he 
declared fortherirsttimehispolicyioexpand 
the base of BSP into Haryana. 

Dalits of Haryana, especially in the areas 
bordering west UP, Punjab and south and 
west Delhi, are responding to Kanshi Ram’s 
exhortation. So far the BSP has not allied 
with any party in Haryatu. Even for the by- 
clection to the Fatehabad assembly 
constituency caused by the death of an HVP 
MLA, which will be held in the near future, 
there is no indication of BSP’s alliance with 
any party. In l9%election, the BSPgot only 
less than one per cent of the vote in this 
constitumey. 

TheBSPeontestedthe 1996assembly and 
parliamentary elections without an aUiancc. 
it. however, fielded many non-daiits as 
candidates, including jals, landlords and 
transporters. It secured 7.20 per cent votes 
in the assemMy and 6.39 per cent votes in 
(he parliamentary elections. It contested 67 
seats in the assembly doetksns. Though it 
could not win any seat, it was runner up with 


textile mills in Munbai to sell their land on 
the basis of anew fommla under wtueb one- 
fourth of the land will have to be altolted 
for the welfare of woifccn. The gov ern ment 
is also said to be considering some changes 
in the IDRs to be given to miU-ownen. 
(This miele bat been prepared by DikshHa 
Padalkar.] 


20.3R per cent votes in Ambala (SC) and 
with 17.23 per cent votes in Mahoidragarh 
parliamentary constituencies.Coiigtessbeiiig 
the winner in both. It was also runner np in 
fiveassemblyconstituencies-inChhachnnili 
with 24.73 per cent, in Mullana (SC) with 
20.72 per cent, in Jagadhari with 22.09 per 
cent and in Palwal with 17.42 per cefK. In 
eight assembly constituencies the party 
received between ll.26Btxi 16.19 percent 
votes. These are areas which are 
geographically closer to west UP, Ihinjab 
and south-west Delhi and include 
Yamunanagar. Ambala, Mahendragarh and 
Faridabad. In these districts non-jat 
agriculturists - tors, kambojs, sainis. ahiis 
and rajputs - are the dominant castes. The 
B SP has concentrated its activities here. Even 
in the village panchayat elections held a few 
months before the goieral ciectioiis of 1996. 
some pro-BSP candidates had got elected as 
sorpanchs in Yamunanagar and Ambala 
dtsiricu. Dalit mobllisaitonasan autonomous 
factor has shown regional variations in 
Haryatu. In most parts of Hary aua. especially 
in the Jal-dominated districts like Rolttak, 
Bhiwani. Hissar. Siria. Jind and Panipre. 
dalii assertion is in nascent form. In 35 
assembly const itiiencies the BSP secured up 
to 3 per cent votes. 

Haryana dalits. who have been uadttionally 
supporting the Congress, now search for a 
political idemity. Even before (he arrival of 
the BSP. they had been looking for an 
alternative to Ihc Congress. Over the last few 
years, the dalits, especially the youth, have 
been feeling that (hough Congress policies 
have benefited them to some extent, the 
party is dominated by high casics. They 
have found a party of their 'own' in the 
BSP. 

The reasons for regional vaiiatfons in the 
electoral performance of the BSP lie in the 


Dalits in Haryana Politics 
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Dalits in Haryana, who have traditionally supported the Congress, 
are now seeking an independent political identity. While they had 
been looking for an alternative to the Congress even before the BSP's 
emergence, now they feel that in the BSP they have found a party of 
their own. 
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i^oimI variations in the socio-economic 
conditions of the Haryana dalits. Their 
relations with the agriculturist castes, the 
differencet in the level of their dependence 
on the landowning classes, nearness to urban 
centres like Delhi, Guigaon w Chandigarh, 
and proximity to the areas in west UP and 
Punjab which ha vedirectly seen the assertion 
ofdalit identity. Besides, the BSPhas focused 
its attention more on this region than other 
areas of Haryana. 

As elsewhere, dalits in Haryana largely 
belong to the laitdless classes. They work 
as agricultural labouien, cycle mechanics, 
rickshaw-pullers in the cities and wage 
labourers in construction work, cottage and 
small-scale industries, etc. They depend on 
the landowning castes - jats, rohr, kambqjs, 
saiiiis, ahin, etc - for work on the land, 
credit, use of the fields for defecation and 
cutting grass as fodder for their cattle from 
the fields. Small and poor peasants buy water 
from the tube wells of the landowning castes. 
Such dependence gets reflected in the 
economic, social and political relations 
between dalits and the agriculturist castes. 
They ate not paid adequately for working 
on the land, are asked to do unpaid labour, 
are iwt allowed to cast votes, their women 
ate oppressed. Dependence of dalits gets 
teduc^ in the areas which are near Delhi, 
Chandigaib, Gurgaon or the cities which are 
located along the highway from Delhi to 
Chandtgaih. Nearness to tlw cities enables 
them to find altenulive jobs. Dalits face 
more problems in districts like Rohtak, find, 
Sirsa, Hiisar and Bhiwani, where they have 
to rely on landowners. In some villages of 
these districu, the jau control between 93 
and 99 per cent of the land. 

Cbaman orjatavs, valmikis and dhanaks 
form the majority of the 24 per cent dalit 
population of the state. Chamars are 
politically most conscious amongthem. Land 
lefonns have been of no use to dalits, some 
of whomsecured small uneconomic holdings. 
And with the green revolution, the arrival 
of a large number of migrant labourers in 
Haryana from eastern UP and Bihar has 
weiycened the bargaining position of the 
dalit agricultural labourers of the state. 
However, reservuions in jobs have helped 
some of them to join clerical or lower 
government jobs. Reservations in the 
assembly, parliament and panchayat 
instituticM have also enabled some of them 
to get elected. 

BSP is the first political party which has 
mobilised dalits as a distinct political group 
in Haryana. The process of Ambedkarisation 
in the state, unlike in UP where it started 
in the 19Ms and 1960s, is a recent 
phenomenon. Committees, libraries and 
schools have begun to be named after 
Ambedtar and installation of Ambedkar’s 


statues has started. Dalit women played an 
important rote in the anti-liquor agitation of 
1993 in Haryana. Initially, it was the dalit 
women who protested against the liquor 
vendor in Kco^ village situated on the rood 
from Ambala to Kaithal. Despite the 
recurrence of incidents of dalit opptession, 
no patty ever takes up issues of social 
discrimination, implementation of land 
reforms, etc. In contrast, all parties give 
priority to the issue of fanners, like writing 
off and subsidies. 

Unlike UP, the e m ergen c e of BSPin those 
Haryana districts which border Punjab, west 
UP and south-west Delhi has not happened 
against the background of adalit movement. 
The absence of a dalit socio-cultural 
movement in Haiyana could be attributed to 
the lack ofdalit concentration in panicular 
areas. In Agra or Meerut in UP, the dalits 
in the shoe or sports industry could be 
mobilised by their leaders. In Haryana, the 
dalit leadership was accommodated in the 
Congress. 

The success or failure of a BSP alliance 
with a party wilt also depend on how the 
allianceis percei vedby traditional supporters 
of the allies. The nature of antagonistic 
relations between the agriculturist castes, 
especially jats and dalits like the jatvas, gets 
reflected in their politics. Though both HVP 
and Haryana Lok Dal (HLD) are considered 
to be parties of the jats, if the BSP makes 
an alliance with eitim of them the dalit-jat 
contradictions might get subordinated to their 
common goal - sharing power. It may be 
beneficial for the BSP to ally with a party 
which has a strong rural social base. Such 
parties ate HVP, HLD and Congress. BJP 
does not match the rural support base of 
the HVP, HLD or Congress tot is stronger 
in the cities, especially among the Punjabis. 
Therefore, an alliance of the BSP with the 
BJP may help it in the cities, but in the 
villages where the political space is 
already occupied by HVP, HLD and 
Congress, analiiance with HVPor HLD may 
be helpful. 

Recent developments in Haiyana might 
placetheBSPinacquiringabetief bargaining 
position for an alliance. General resentment 
against the policies of the HVP-BJP 
government has been risi ng in recent months: 
il^ textile traden of Rohtak have been 
ptotesting over the increase in octroi and the 
fanners of Mahendragarh and Bhiwani 
districts have been agitating for more than 
40 days in order to get burnt Iransformera 
replaoed. The farmers' agitation recently led 
to police firing in which six farmdb were 
killed and many injured. It has also provoked 
the rartnen of Jind attd Keihal districts of 
Haryana to join the agitation. They have 
retaliated by destroying public property ~ 
railway stations, r^ways buses, petrol 


pumps and govenmwnt bwildlnfs. The 
closure of distilleries following the 
imposition of prohiMtioa has rendeied many 
jobless, and has encouraged illegal liquor 
trade across the border. The BaniiUl 
government has not Ailfilled its promiie to 
increase the availability of electricity to the 
farmers. The killing and rape of several 
children in Bahadutgarh during the last one 
year have destroyed the people’s faith in the 
government's ability to ntontain law and 
ordtf. In these circumstances, all major 
political formations in Haiyana are vying 
with one another to woo the people in 
preparation for the next decthms. While the 
Bansilal-led HVP-BJP government is 
justiiying its policies before the people, the 
opposition p^es have resdved to expose 
the failures of the government. Devilal and 
O P Chautala have formed a new regional 
party known as Haryana Lok Dal and have 
resolved to fight for the cause of faimen. 
The Congress, especially the faction led by 
the Congress state president Bhoopindra 
Singh Hooda, had launched a mass contact 
programme in the villages. The BSP's rally 
of October 12 also shows the party's growing 
interest in Haryaiu. 

Dalits do not form a homogeneous group 
politically and socially. The non-jatav dalits. 
especially valmikis, feel discriminated 
against by the jatavs. They complain that the 
welfare schemes of the centiid and stale 
governments meant for all scheduled castes 
are appropriated by the jatavs. While the 
conditionsofthe jatavs haveimproved, those 
of the valmikis remain bad. The educated 
Jatavs do not want the valmikis to study or get 
government jobs. Even the most backward 
castes (MBCs) like jhimmers, potters, 
carpenters, blacksmiths, barbers, etc, share 
this perception vtr-a-visdalits. Thoughintra- 
dalit and dalit-MBCs ccmtradictions were 
subordinated to sonK extent by die BSP in 
the areas whereit fated wetlinl^electiofu, 
if the non-jatav dalits and MBCs are not 
given adequate representation in the party 
organisation and allocation of tickets, there 
is a possibility that the BSP's social base 
mtgiK get confined to the jatavs only. 

The dalits in Haryatui can become a force 
to reckon with, if the party espousing thdr 
cause is able to make alliance with a party 
which has a strong social haae in the rur^ 
areas. Besides, the intiB'dalit and dalit-MBCs 
contradictions need to be resolved. In 
future elections, BSP can make a dent in 
Haryana if it enters into an aUiance with the 
HVP or HLD. Factionalism in the party and 
theindictmerttofBhiuanLal intheHawala 
case have weakened the position of the 
Congress in Haryana. An alliance with the 
Congreas will not be of any help to the BSP, 
as it has already ettt Into the base of the 
Congress. 
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Burra Vmkatapiriah 

Down Memory L4me 

DRJ(mM 

B Venkatappiah, who died in Delhi in August, will be long 
remembered for his enduring contributUm to banking and finance, 
especially rural credit and financmg of small-scale industries. 


BURRA VENKATAPnAH, ICS. puKd 
away on Sunday, Anguit 17,1997 in New 
Delhi. He had been ke^ngtndiffenm health 
for MNne thne. 

Bom on October 4.1907, Venkataniiah 
joined PieridencyCoUeKMiKlna, obtaining 
a maiter'i degreein 1928 inBngliih lilentute 
and standing first in the university. He 
successAilly competed for the ICS in 1931 
and took up higher studies at the London 
Uidvenity tfaemdter. He started Us official 
career as assistant collector in the then com¬ 
posite Bombay province in November 1932. 
He was finance secretary at Bombay from 
1946 to 1930 srhen he was deputed to the 
Reserve Bwk of Indis as executive rUtector, 
in chargb df the departments of Banking 
Devdopment and Agricultural Credit 

Venkuappiah pia:^ a very significant 
part in the conduct of the AU-Incha Rural 
Credit Surv^ which was instnunettal in 
r eco m mending a mruor insdtutioDal trans¬ 
formation-in the sha^ of ahigUyint^rated 
scheme of rural credit and taking over of the 
Imperial Bank of India and iu statutory 
reconstihitioo as the State Bank of India. 

During discussions on the Report of the 
Rural Credit Survey Committee in the study 
group in the Resove Bank of India with 
Venkatappiah and A D Gorwala 1 remember 
asking why the Imperial Bank should be 
nationalised when it was functioning so well. 
Venkatappiah patiently explained the 
reasoning behind the proposal. I recall being 
present in parliament as an observer on behalf 
of the Imperial Bank along with the l«e 
S S Barve, ICS, representing the state 
government, when the State Batik of India 
Act, I9SS was ptused- 

In July I9SS Venkatappiah resigned from 
the dvil service and joined the Board of 
Governors of the Reserve Bank of India as 


to 1965. He was chahman of the All-India 
Pbodgrai ns Policy Coitunittee in 1966. Prom 
1967 to 1971 he was in the Planning Com- 
mission as menniber in chatfe (rf agri^ture, 
irrigation mid rural devdmment He was 
chairman of the Rural Bleetrirication 
Corporation from 1969 to 1979. 

VaikuaihMefata,vion<iiaitraanoribe Stale 
Bank of India, aet up a commitlee to assist 
small-scalB industries. It wu Venkatappiah 
as a member of the com m ittee w^ took 
personal intarest in firsming a pilot scheme 
for assisting small-scale industries at more 
centres in the three dides of the State Bade. 
TheworldngoftliepilotscliBn ae w ssen t rui Md 
to a group coosiating of a senior officer of 


the State Bank of India, an economist from 
the Reserve Bank ofindia and anofficereaefa 
of the Department of Banking Devdopmett 
and the Agrlcultuial Credii DepartniaK of 
the Reserve Bank. I was in charge of this 
com mi ttee. The scheme was to assist small- 
scakinduttriesbymakingavaUable working 
capital and mediuni- and hnig-lerm capital 
and maUiusiTangements liar marketing their 
products. Thit scheme was later extended to 
a large number of branches of the SBI and, 
in the light of their successful working, it 
was extended to an branches of the SBI anrJ 
also to co-operative banks. Later a credit 
guarantee scheme was introduced whereby 
a part of loans madS by these institutions to 
stnall-SGale industries was rqiM to them in 
case of de&ult of the loans. This was a majm 
contribution to the devdopnent of small- 
scale industries and at a 1^ stage it was 
extended to small-scale industries with a 
larger ca|rital base. This scheme was also 
extended to the subsidiary bankf of the State 
Bank of India. 

My association with Venkatappiah 
devdoped with the nationalisation of the 
Imperial Bank. He used to come to Calcutta 
and stay with us for the meetings of the bank 
from time to time. This gave me the 
opportunity to take his advice in regard to 
the further devdopment of institutionaJ 
finance for the rural sector. 

When in 19601 was on a visit to Bombay 
to consider, in consuhatioo with friends and 
associates, an offer made to me of the 
chairmanship of the Maharashtra State 
Financial Corporaiioo. especially at a time 
when a proposal for my appointment as 
member trftte Forward Mvkets Commissian 
had reached afinal stage, I reed ved a message 
from Venkatappiah to meet H V R Iyengar, 
the then governor of the Reserve Bank of 


I accepted this offer in consuhattoo with 
P C Bhattacharya who was the then 
chaiimao of the SBI. On my first day in the 
RBI, VenkaUppiah md me to express his 
happiness at ny ap po in t m e ru and made a 
dgnificaat auggeation that I should not wah 
for work to come to me but that I should 
be able to create work. This advice proved 
very valuable to me in my fiitore career. 

1 alao reodl Venkatappiah as deputy 
govemoroftheRBIspeakingontheoccaBion 
of the rediement of J C Ryan, chief officer, 
Agricultunal Ondit Depanmens, from the 
bank's service. He said that often some of 
bia own achemea remained floating in the 
air, when they required to be brought down 


and given a proper shtra. This importam 
work wasdooel^Ryan. But forRyan’shelp, 
be said, these schemes would have icmaioed 
hanging in the air. Ryan repUed that unleu 
there were schemes in the first place, there 
was no question of bringing thm down to 
earth; it was the contem of the schemes 
which was really of importaaoe. Hus was 
a very significant statement as Venkatappiah 
in the course of his subseqimt career 
propounded various schemes in different 
fields of activity, particultfly in the rural 
areas, and uw to thdr implemenuniao with 
succeu. In this connection, 1 recall my 
meeting with Venkatappiah in Delhi 
regarding central government atshtance for 
the devdopment of the M Visvesvaraya 
Industrial Research and Development Ceoft 
(MVIRDC) at Bombay. In this connection 
I had discussions widi him, Dbanartjay Gadgil 
and R Venkataraman, members of the 
Planning Commisiion, and K B Lai, ICS. 
The result of the discussion was that the 
scheme should receive the support of the 
Maharashtra government and the rich 
industrialists of the stale and that it was only 
when the scheme had made signifkam 
progreu that we should approach the central 
g o vern m e n t. This advice proved very useful 
in the development of the MVpUXT, as the 
govenunem of Mahinashtia gave submntial 
assistance for the centre. 

In view of my very close assodatioo with 
Venkatapinah over the years I felt a sense 
of perso^ loss when a mutual friend of ours 
telephoned me in the evening of the day 
when Venkatappiah passed away in Delhi. 

I contacted the RBI and SBI muhorities to 
request them to kindly convey the sad newt 
to their offices in Delhi and express their 
oondoleiiccs to the family on bet^ of their 
inststutions. It it a pity, but it cannot be 
helped that our memories are short The 
news of Venkatappiah’s demisedid not reach 
Bontey for a long time exce^ for a smdl 
announcement by the family in The Timer 
rgT/iN&i’tdeathcolutnn which mostlyeacaped 
the attention of the Bombay public. In iMs 
connectiofl, I feel it it like a gardener who 
plants a number of trees which grow and bear 
fruit, but the person who planted the trees 
is no longer remem b ered. 

Venkauqrpiahinvolvedhiniselftlnoughont 
his active life in assitting in vwious ways 
different institutions all over the connny. It 
is difficult to list tfaran all in a short pfece 
like this. 1 fed sad he did not accede to my 
request to write his life story which would 
hare been of such value as a record of what 
he did and alto an irupiratioo for hiture 
generations involved in developing tbe 
courkry in various ways. Venkatappiah. like 
the late S K Wankhede, had a gnu sense 
of feimour. When tempers ran high in a 
meeting, h word from oiw of an 

appropriate way cooled them qUii and 
ledoredthe meeting 10 its nonradfunctiafthtg. 
Apart fiom bdng a financier and banker, 
Venkatappiah was also a literary person and 
used to write in English, sometimes with a 
nuschievDiu sense cS humour. 

Ven k at ap piah will be ic iuembered wMi 
deep affection and high regard. 


a deputy governor. He left the RBI on his India. lyengir advised me to leave aside all 
appoimment as chairnianoftlie Stale Bank ' other offers as he wimled me as executive 
ofindia, a position wluch he held from 1961 director in the RBI for a period of five years. 
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SOCIAL SCIENCES; (i) Development Studies; (11) Comparative Study of Pollticat institutions; 
and (iii) Socio-Economic and Sodo-Cultural Formation in Historical Perspective. 
NATURAL AND LIFE SCIENCES; (i) State Policies on Science and Technology; (ii) Science, 
Technology and Development; and (iii) Methodologies and Techniques. 

2. A few Fellowships may be awarded for projects of exceptional interest even outside these 
areas and also to eminent Scholars not necessarily possessing research degrees. 

3. About two-thirds of the Fellowships will be earmarked for those who are already working 
in Universities, Research Institutions or other responsible positions. Preference is given to 
those who have already done considerable work on their projects and wish to avail of the 
facilities at the HAS to complete their work. The Institute does not encourage studies which 
involve field work. 

4. One Fellowship will be earmarked for scholars belonging to Scheduled Castes/Scheduled 
Tribes. The Institute encourages pursuit of research project relating to the problems of 
scheduled castes and scheduled tribes. 

5. The selection of Fellows will not be restricted to those who respond to this advertisement. 
The Institute has the discretion to select Fellows in other ways as well. 

6. The detail of the amount of Fellowship grant payable to Fellows will be supplied along with 
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7. The term of Fellowship ranges from three months to two years, depending upon the nature 
of the project. In exceptional cases, a Fellowship may be extended into the third year. 

8. Residence at the Institute is compulsory from April to November, and optional from December 
to March. All Fellows are provided free hard-furnished accommodation on the campus as 
well as secretarial assistance. 

9. The prescribed application form may be obtained from the Deputy Secretary (Administration) 
of the institute by sending a self-addressed envelope (25 cm x 10 cm) or personally from 
the Institute by November 30,1997. The application form duly completed, should reach the 
Institute latest by December 15,1997. In the case of candidates living abroad, apjolications 
will be accepted upto December 31, 1997. Those in sendee should apply through proper 
channel. 
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j. ^luaie ueaiui vviiiKei^i k louivuia 
and Implications 

IlHleflh Miihra 


Female health workers (FHWs) are the most vital link in the entire 
chain of health care delivery system in rural areas. Unless the social, 
health and adminisirative problems faced by the FHWs are addressed 
on a priority basis, the health and family welfare services will 
continue to perform poorly. _ 


FEMALE health workers working at primary 
healthcentres (PHC) and sutxentres, pntvidc 
comprehensive health and family welfare 
services to the people at their doorsteps and 
are the most vital link in the entire chain. 
They work with the people confronted with 
illiteracy, poverty, unemployment, deep 
rooted social customs and tabom. They have 
to provide services where there is a lack of 
health culture among the people. People are 
ignorant and reluctant about health care 
Either they go for no treatment or believe 
more in home remedies. Thus, it is difficult 
and challenging to motivate the rural masses 
to use the health and family welfare services 
available at PHCs and sub^enircs. 

Shouldering such a heavy responsibility 
involving a tough and tiring job, these FHWs 
working at PHCs and sub-centres arc exposed 
to and confronted with many risks anddwgcrs 
in the scattered and scanty villages. They 
live alone, far from their families, at PHC 
and sub-centre. Usually the sub-centres arc 
located outside the villages. Houses are nut 
m proper shape. The basic facilities arc nut 
available in-government quarters. In many 
places, there is no water and electricity. Their 
job demands odd tunc visits in the community 
which creates many problems for them. They 
do not get the desired respect and co-operation 
from thccommunity. Li vingin such apathetic 
situation, they arc not even treated sym¬ 
pathetically, rather blamed for the failure of 
any health and family wcllare programme 
by the higher officials and the community 
as well. 

There is no end of their sufferings coni- 
piHiiided with di fferent social, health, otficiul 
and Iran.sfer related problem.s. These pro¬ 
blems of FHWs adversely affect ihcir work 
output. Thus, the whole health and family 
welfare services get affected from this. 

PaoFii.n or Fkmxij-. HEAtnt Workers 

The profileof FHWscovers age. education, 
residence, type of family, marital status and 
husband's employ ment. The area of work for 
LHV and ANM is same but there i.s difference 
in their functions. Though both are part of 
a team but LHV plays a supervisory role and 
supports ANM in providing health care 
services to the rural people.' 

Age distribmion; T^le I presents the age 
distribution of 264 FHWs separately for 
LHVs, ANMs at PHC and ANMs at sub¬ 


centre. The concentration ofLHVs increases 
with the higher age-groups. The highest 
concentration is for the ag^group 40 and 
above. But the age disuibution of ANMs is 
different from what of LHVs. The major 
concentration is in the age-groups 2S-30 and 
30-35 for both ANMs of PHCs and sub- 
centres. More than 50 per cent of the ANMs 
at PHC and sub-ccntie lie in these two age- 
groups. This indicates that entry to the LHV 
post is done after substantial cxpenencc. If 
we see the total figures, the major 
concentration is in the age-groups of 25-30, 
30-35 and 40 and above. 

Educational distribution • For educational 
distribution, total FHWs are presented in 
three groups, viz. LHVs, ANMs of PHC and 
ANMsof sub-centre. As Tabic 2 shows, 64.K 
per cent and 31.48 per cent of total LHVs 
have the education up to mairic and higher 
secondary level resperti vely. The same trend 
follows for the ANMs also: 57 75 per cent 
and 15.49 per cent of the ANMs at PHC arc 


Tasle I: Aoe DisnuBimoN 


Age Interval LHVs 
(Years) 

ANMs 

PHC .SC 

Total 

Bcluw 20 

0 

0 

1 

1 


(0.00) 

(0 00) 

(0.72) 

(0 38) 

20-25 

0 

4 

15 

19 


(0.(X)) 

(.5 63) 

(10 79) 

(7 2) 

25-30 

6 

18 

46 

70 


(11.11) 

(25 .35) 

(.30.09) 

(26.52) 

30-35 

10 

23 

40 

73 


(IS 52) 

(32.34) 

(28 78) 

(27.6.5) 

35-40 

13 

7 

20 

40 


(20 07) 

(9 85) 

(14 39) 

(1.5.15) 

40 + 

25 

19 

)7 

61 


(45.30) 

(26.76) 

(12 23) 

(23 12) 

Total 

54 

71 

139 

264 


(100) 

tlOO) 

(100) 

(100) 


Note ■ Figures in brackets show Ihc percentages. 


level resp^vely while this proportion ii 
56.83 per cent ^ 20.14 per cent for the 
A N MI of the sub-ceniie. TIiot is a difrerence 
between the LHVs and ANMs regarding 
their educational level. Around 20 per cem 
of the ANMs have the middle level of 
qualification against 1.85 per cent of LHVs 
with the same level. This shows that the 
minimum qualification required is diffeteat 
for LHVs and ANMs. Around 58.71 percent 
of the total FHWs are educated up to the 
mairic level which shows the major 
concentration of FHWs at this level while 
17.05 percent and 21.21 per cent of the total 
FHWs are edualed up to middle and higher 
secondary level respMively. Only 3.03 per 
cent are educa t ed up to graduation and above. 

Residence; The FKWs are categoiued 
according to the vicinity of their woiking 
place with permanent place of residence. As 
Tabic 3 shows, majority of the LHVs (62.96 
per cem) belong to the other states followed 
by 24.07 per cent belonging to same district 
they are working in. But the trend is opposite 
for ANMs. Place of residence and pl^ of 
work lie within the same district for 54.07 
per cent and 33.81 per cent of the ANMs 
of PHC and sub-centre respectively. The 
second highest proportion is for the ANMs 
belonging to other states. Thus, it is clear 
that most of the LHVs come from other slates 
like Kerala, Tamil Nadu and Maharasbln. 
Whether for more than half of the ANMs, 
the place of work and residence belong to 
the same district. If we see the overall 
situation, the highest 37.12 per cent of the 
ITiWs comes from other disuicu foHowed 
by 34.84 per cent from within the disiricL 


Tabu 2: EtwcATioKU. Oktribuimn 


Gdncalional 

Level 

1 LHVs 

ANMs 

PHC SC 

Total 

Below middle 0 

0 

0 

0 


(0.00) 

(0.00) 

(0.00) 

(ttOO) 

Middle 

1 

17 

27 

45 


(1.85) 

(23.94) 

(19.42) 

(17.05) 

Matric 

35 

41 

79 

155 

Higher 

(64.81) 

(57.75) 

(56.83J 

(5«.71) 

secondary 

P 

II 

2S 

56 

Cradualion 

(31.48) 

(1549) 

(20.14) 

(2171) 

and above 

1 

2 

5 

S 


(1.8.5) 

(2.82) 

(3.60) 

(3.03) 

Total 

54 

71 

139 

264 


(100) 

(100) 

(100) 

(100) 


Motr ■ Figures in brackets show the prrrraUgri 


Residence 


Tabu 3 


FHWs 

Within 
Village E 

Within 

N Town 

WKhm 

ITiunct 

Within 

N State 

Out of 
State 

Toad 

LHV 

1 

4 

13 

2 

.34 

54 


(1.85) 

(7.41) 

(24.07) 

(3.70) 

(62.96) 

(100) 

ANM (PHC) 

0 

6 

32 

to 

23 

71 


(0.00) 

(8.45) 

(54.07) 

(I4.0t) 

(32.39) 

(100) 

ANM (SO 

9 

23 

47 

19 

41 

139 


(6.47) 

(16..53) 

(33 81) 

(13.67) 

(29.50) 

(100) 

Total 

10 

33 

92 

31 

9t 

264 


(3 79) 

(12.5) 

(34.84) 

(11 74) 

(37.12) 

(100) 


Note: Figures in bnekeu show the perceniaget 
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-As Tabie 4 shows, around coUeagm,ncmpeork,smiigtma,imi^ . 

rntpooubiUiief of the family akmsynditiKir inuufen cause negative iiiqnct wi wort * nmana to pnvUk • 

ouqwtofFHWs. Aftertnuisfer.usiuUy.lhey healthy bfe for the lutal masses. 1%eie tn 


mponaibilitiaf of the family along with their 
Job. Most of the FHWs are married and bnv- 
ingcbildraL Around 90L5peiceatofthe totai 
FHWs arr cmeatly manied It Jus been 
found tlua out of 239 married FHWs, the hus¬ 
bands of 177 FHWs ore in permanent jobs. 


PaoBLfMS AND Imputations 

The major probicim such as problems due 
to frequent transfers, .social problems, health 
probtems, problems related to the office and 
other factors have been highlighted in the 
present paper. The work efficiency of FHWs 
getsaffarteddueto these problems. An attempt 
has been made to assess the implications and 
the possible solutions for the same. The 
problems are categonsed into five groups, 
viz transfer, health, social, official and other. 

Transfer relaied problems: One of the 
major problems faced by FHWs is the 
frequent transfer. The problems arising out 
of transfer are of childrra's education, family 
separation, economic burden for new 
arrangements and difficulty in adjustment to 
a new place. 

Table S shows the transfer situation of 
FHWs under study. More than half of the 
FHWs (S6.1 per cent) have faced transfer 
from two to four times. If we see the 
cumulative figures, we find that most of the 
FHWs (91 ..3 percent) have faced transfer at 
least once in their lifetime. 

Table 6 shows, different transfer related 
problems of FHWs. The highest proportion 
(83.7 per cent) of the FHWs are facing the 
problem of education for their children. 
Generally, FHWs are transfeircd to far-flung 
areas. In many of these places, there is no 
school. And if there is school, the admission 
becomes a major problem. Apart from these 
hurdles, the years of their children arc wasted 
in the process of admission to new schools. 

The second most acute problem arising 
from transfer is the economic burden for new 
atraitgements at a new place. The economic 
burdM due to transfer is accepted by 80.7 
per cent of FHWs. The frequent transfer 
causes frequent expenditures in transportation 
and basic arrangements which worsens the 
economic condition of low paid FHWs. 

The transfer causes the emotional and 
psychological problems to FHWs due to 
sepfflatkm tironi their families. As Table 6 
shows, around 70 percent of the FHWs have 
faced the transfer ranging from two to seven 
times. Mostof the FHWs belong to the joint 
family system which puts lots of 
responsibilities towards the family. In case 
of many FHWs. their husbands arc in 
permanent jobs. Due to this they are left with 
no option but to bear the separation. Even 
they feel reluctant to tdke their children and 
family to the transfeircd place due to the fear 
of re-transfer. After transfer, by the time they 
Stan adjusting with the new enviromnent, 
they are re-transferred. The frequcnttnaiisfers 
cause adjustment problems with the new 


are not given enough time to report to ¥mk 
at the new place. Most of FHWs go to the 
new place but return to their hoi^ The 
family liahUities and children’s educatlondo 
not idlow diem to have their homes, in 
such cases, the regular health services get 
disturbed and people of the area are denied 
the required care. Thus, the mi^implication 
of frequent transfers is the absence of FHWs 
from the field. The non-availability ofFHW s 
in the field hampers the whole health services 
in the area. 

Social problems: FHWs face several 
problems while working with the rural 
community. In old days mainly lower class 
women used to deal with delivery cases. 
Now FHWs get the same position in the 
community. They are treated as mere birth 
attendants rather than as providers of health 
care services. 

As Table 7 shows, 75.8 per cent of FHWs 
accepted that people have had perception 
about their wo^. There is compile lack of 
health culture among the rural people. They 
do not understand the importance of health 
care and its providers as well. That people 
are not co-operative with the health care 
delivery system was accepted by 64.8 per 
cent of FHWs. 

FHWs have to visit far flung villages alone. 
The service demands odd time visits also. 
Being women, they work with insecurity and 
risk in the field. Around 42 per cent of FHWs 
feel insecure due to the risk of physical 
assault against (hem. The feeling of insecurity 
is not baseless and imaginary. At times, they 
have to bear dirty comments, molestation 
and physical a.ssaults against them. The 
younger population of the villages usually 
creates this kind of problem. They try to 
exploit the loneliness ofFHWs. Around 67.4 
per cent of FHWs accepted the incidence of 
molestation by the young people of the 
villages. It is a serious problem faced by 
FHWs. In some cases, FHWs are 
continuously exploited by influential anti¬ 
social elements which becomes a disastrous 
situation for them. 

Community’s apathy towards health and 
family welfare services, provided through 
PHCs and sub-centres, causes under¬ 
utilisation or non-utilisation of available 
services. The perception of the people towards 
health services has been created due to 
improper and inefficient delivery system. 
The perception and non-cooperation of 
the community lessens the enthusiasm of 
FHWs in giving better health care service. 
Cases of molestation against FHWs result 
in insecurity. The feeling of insecuri|y limits 
visits to safer places and safer timings. They 
avoid going to the remote areas and at times, 
such areas are Icfl unattended. Thus, these 
social problems reduce the frequency of their 
visits to the field and our health care services 
do not reach the people. 


no fixed working hours for them. They are 
gc wmi round the clock wiOi poor working 
conditions. Due to shortage of ataff, they am 
givenextnieipofuibHllies. Overtoadedwiih 
me wort, they have to watt a lot to the 
scattered villages due to m^avaUahilliy of 
proper transportation fadJity. 

Table 8 shows the major health ptobhmt 
faced by FHWs. Total 44 FHWs (16.67 per 
cent) are sulTering from one or ahodier health 
related problems. The maximum proportion 
(47.73 per cent) of the FHWs are suffering 
ftom heart-related proWenw like high and 
low blood pressure. The other proUenu are 
asthma (6.82 per cent), TB (9,09 per cent) 
thyroid (9.09 per cent) and other diseases 
(27.27 per cent). 

These health problems adversely affect 
the efficiency and work output of FHWs. 
Unless they are given proper care and better 
working conditions. thcM problems will 
persist and our health care delivery system 
will not perform up to the mark. 

Official problems: Shortage of staff at 
PHCs and sub-centres is a common 
phenomena all over the state. Many posts of 
health workers and other staff are lying vacant 
for years. This puts extra woikloadonFHWi, 
resultinginreluctance and frustration towards 
the work. The other problem is the non- 

Tawx 4: Ormii Pxonu 


Profile 


No ofFHWs Percentage 

Joint family 


193 

73.1 

Married 


239 

90.5 

Hiubind in permanent job 177 

67.0 

Table .5; TaANsraa Stwaocn 

Number of 

Number 

PerCeM 

Cumulitive 

Tranifen 

OfFHWs 

ofFHWs 

Percentage 

1 

56 

21.2 

21.2 

2-4 

148 

56.1 

77.3 

5-7 

23 

8.7 

86.0 

More than 7 

14 

5,3 

91.3 

No transfer 

23 

8.7 

too 


Taslx 6: Transfer Relaied Problems 


ProMem 

Acceptance 

Percent 


OfFHWs 

Acceptance 

diildien's education 

221 

83.7 

Economic burden 

213 

80.7 

Family separation 

199 

75.4 

Adjnitmeni difficulty 

179 

67.8 1 

1 

Table 7; SoaAL PtotuMs 

Problem 

Acceptance 

Percent 


ofFHWs 

AcoeptanceE 

Bad percepiioDof 



community about work 200 

75.8 

Non-crxipetation of 



community 

171 

64.8 

liueciitity feeling 

Ill 

42.0 

Molestatioa pnoUem 

178 

67.4 
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'' aviiUbttUy oMidkiiiM mi odw 
t TbBiwiHrriibMlityortheieracilltietifiiKtt 
i ttaecoafldeocebuildliigiiiesiurBiofPHWi 
: in the community. This developt a bad 
. reputation among the people about the 
' sincerity of PHWs and overall health care 
lyitem. At times, male stafT and offlcen at 
niC and sub-ccntre arc not co-operative and 
supporting towards PHWs which in turn 
hampers the health services. 

As Table 9 shows around SS.3 per cent 
of the total 264 PHWs feel the .staff shortage 
at PHCs and sub-centres. The posts ofhcalth 
workers, other staff and even inedical officers 
are lying vacant for years at many PHCs and 
sub-centres and 67.8 per cent of PH Ws agreed 
with the supply shortage. Short sui^ly of 
medicines arid necessary equipments is a 
common problem faced by PHWs. The non- 
cooperation of the other staff and officers 
is accepted by .32.2 per cent of total 264 
PHWs. 

Other problems: The PHWs do not get 
even basic facilities like accommodation, 
water, electricity and Iransporation. PHWs 
living away from their homes, have serious 
problem of accommodation. Majority of 
PHWs either rent the accommodation in 
neatby locality or reside in the PHC and sub- 
centre quarters which arc in a pathetic 
condition with cracks in walls and roof and 
with no electricity and water facilities. 

As Table 10 shows, residence i.s a major 
problem for PHWs working at PHCs and • 
sub-centres, with 62.9 per cent of the total 
PHWs identifying it a.s such. FHW.s living 
at PHC and sub-centre quarters arc denied 
minimum needs like water and electricity; 
20.1 per cent of total PHWs are facing water 
scaaHty. In many cases, they fetch water 


Tau£ K: HBALtH-RELATUo ninauiM!! 


Piohicm 

LHVs ANMs 
(PHC) 

ANM.S Total 
(SC) 

Per 

Ceni 

Asthma 

Heart-related 

1 

1 

1 

3 

6 82 

problems 

S 

6 

lU 

21 

47.73 

TB 

1 

2 

1 

4 

9.(19 

Thyroid 

1 

2 

1 

4 

9.U9 

Other 

1 

.S 

6 

12 

27 27 

Total 

9 

16 

19 

44 

100 


(.3.41) (6.06) (7,20) (16.67) 


A/orr.' Figures in bmcketi show tlie perccniages. 
Tabij; 9 (ImaAL Psublesh 


Problems 

Acceptance 

ofFHWs 

Per Cent 
Acceptance 

Shortage of staff 

146 

.55.3 

Supply ihonage 

179 

67.8 

Nun-cooperation 



of the office staff 

85 

.32 2 


Table 10: Onu Pboblems 


Problem 

Acceptance 

OfFHWs 

PerCem 

Acceptance 

Residence 

166 

62.9 

Water 

53 

20.1 

Electricity 

23 

8.7 

Tnaipoitiuioa 

104 

39.4 


Ifom loog (BtUflces. Etectiicity is alio a 
proUem at PHCs and sub-centres situated 
in remote areas: 8.7 per cent of FHWi 
accepted the electricity problem in theirareas. 

The nature df PHW's job requires good 
liaaspoftationfacility to visit from one village 
to another. In desert areas of Rajasthan, the 
villages arc scattered and situated at long 
distances. Without transportation facility, it 
is difficult for PHWs to cover all the areas 
properly. Around 39.4per cent of total PHWs 
accepted the problem of transportation. 

SuoGE.<moNs 

The responsibility to achieve ‘Health For 
All By 2000 A D' is on the shoulders of 
PHWs (LHVs and ANMs), working as a 
vital link between community and health 
care delivery system. This holistic target 
cannot be achievedby ignoring the mounting 
problems of PHWs, working at PHCs and 
sub-centres in rural areas of Rajasthan. The 
sick and troubled health worker cannot be 
expected to improve the health conditions 
of our rural community. 

The government is busy implementing the 
new health and population policy with major 
thrust on reproductive health and target free 
approach through freedom of information 
and choice. These ideas have to be translated 
by improving the status and empowerment 
of women. From Cairo to Beijing, the 
government has never tired of advocating 
the improvement in health and social 
conditions of women as the main concern. 
But have the policy-maker.s ever tried to 
recognise the unenviable situation of PHWs, 
a section of deprived women? 

It is time to look into and address their 
myriad problems with a humanistic approach 
m order to get better results from our health 
care services. This article makes certain 
suggestions in order to solve the problems 
of PHWs without any further delay. 

(1) Thoughtransferisageneralphenomenon 
in all government departments, but 
untimely, arbitrary and frequent transfer 
of PHWs should be stopped. 

(2) In case of transfer, goveniment should 
ensure the admission and education of 
theirchildtcn, and PHWs should be given 
proper establishment allowances in case 
of transfer 

(3) Residcnceisamajorproblcmatthctrans- 
fetTcd place. Therefore, aproper residence 
with Iwic facilities like water and electri¬ 
city. should be assured at the new place. 

(4) Security is also a major problem for 
PHWs working at PHCs sub-centres. 
Heads ofthegrampanchayatsandactive 
women of the area should be made a pan 
of health care delivery system. It will 
improve the confidence and security of 
PHWs as well as increase people's 
participation in the programme. 

(5) All the backlog of vacant posts should 
be filled up with no furthw delay. The 
extra load of woik creates many health 
and psychological problems for PHWs. 

(6) Supply shoitage is verycomroon at PHCs 


and tub-centrea. ItcreatesbadrepulaliM 
aboiitPHWiaiidlwalthiendcea,aiidre- 
sultsmnon-ooopentioofiDffllheoonni- 
nity. Thus, the nqipiy riiould be regidarireiL 

(7) The villages in the desert areas of 
Rajasthan are scattered and situated t$t 
away from each other. Traiuportatioa 
facility should be provided to all sudi 
areas to improve iIk coverage. 
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Global Financial Crisis 

Michd Cboasudovsky 


Almost 10 years after Black Monday, October 19, 1987, Wall Street 
experienced its largest one-day decline since 1987 on Friday, 
August 15, 1997. The symptoms were similar to those of Black 
Monday. In the weeht that followed, however, business forecasters 
and academic economists alike have casually disregarded the 
dangers, alluding to ‘.strong economic fimdamentals The realities 
are concealed, economic statistics are manipulated and economic 
concepts are turned upside down, when actually the stock market 
frenzy has taken place against a background of global economic 
decline and .social dislocation. 


BLACK MONDAY October 19. 1987 will 
be remembered for the largest one day drop 
in the history of the New York Stock 
Exchange overshooting the collapse of 
October 28,1929, which pntmpted the Wail 
Street crash and the beginning of the Great 
Depression. In the 1987 meltdown, 22.6 per 
cent of the value of US stocks was wiped 
out largely during the first hour of trading 
on Monday morning. The plunge on Wall 
Street sent a ‘cold shiver' through the entire 
financial system leading to the tumble of the 
European and A.sian stock markers. 

Almost 10 years later on Friday. August 
15,1997, Wall Street expcneiiced its large.st 
one day decline since 1987. The Dow Jone.s 
plummeted by 247 points. The symptoms 
were similar to those of Black Monday: 
‘instituijotial speculators' sold large amounts 
of stock with the goal of repurchasing them 
later but with the immediate impact of 
provoking a plunge in prices. Futures and 
options trading played a key role in preci¬ 
pitating the collapse of market values. 

The tumble on August 15, 1997 imme¬ 
diately spilled over to the World's stock 
markets triggering substamial losses on the 
Frankfurt, Paris, Hong Kong and Tokyo 
exchanges. Variowi'speculativcinstiuments' 
in the equity and foreign exchange markets 
were us^ with a view to manipulating price 
movements. 

In the weeks that followed, stocks 
continued to trade nervously. Wide 
speculative m&vements were recorded on 
Wall Street; billiom: of dollars were tran sacted 
through the NYSE’s Superdot electronic 
order-routingsystem with the Dow swinging 
up and down in a matter of minutes. The 
Asian equity and currency markets declined 
steeply under the brunt of specul tti ve tradi ng. 
In a three-week period the (Hong Kong) 
Hang Seng Index had declined by IS per 
cent. The Japanese bond market had plunged 
to an all time low. In turn, billions of dollars 
of central bank reserves had been 
appropriated by institutional speculaion. 


(The Thai Central Bank lost more than 10 
billion dollars of its official reserves in the 
period extending from June through 
.September 1997.) 

Business forecasters and academic 
economists alike have casually disregarded 
the dangers alluding to ‘strong economic 
fundamentals'; G7 leaders arc afraid to say 
anything or act in a way which might give 
the “wrong signals'. Wail Street analy.sts 
continue to bungle on issues of ‘market 
correction' with little understanding of the 
broader economic picture. 

In turn, public opinion is bombarded in 
the media with glowing images of global 
growth and pro.spcriiy. The economy is said 
to be booming under the impetus of free 
market reforms. Without debate or dis¬ 
cussion, so-called 'sound macro-cconomic 
policies’ (meaning the gamut of budgetary 
austenty, deregulation, downsizing and 
privali.saiion) arc heralded as the key to 
economic success. 

The realilie.s arc concealed, economic 
statistics arc manipulated, (x’onomic concepts 
are turned upside down. Unemployment in 
the US is said to be falling yet the number 
of people on low wage part-time jobs has 
spiralled. The slock market frenzy has taken 
place against a background of global 
economic decline and social dislocation. 

A New Financial Enviuonment 

A new global financial environment has 
unfolded in several stages si nee the collapse 
of the Bretton Woods system of fixed 
exchange rates in 1971. The debt crisis of 
the early 1980s (broadly coinciding with the 
Rcagan-Thatcher era) unleashed a wave of 
corporate mergers, buy-outs and bank¬ 
ruptcies. These changes have inilum paved 
the way for the consolidation of a new 
generation of financiers clustered around the 
merchant banks, the institutional investors, 
stock brokerage firms, large insurance 
companies, etc. In the process, commercial 
banking functions bavecoalesced with those 


of the investment banka, stock b r ofcar a and 
cunency dealers. 

The 1987 cnih served to exacerbate these 
changes by ‘clearing the decks' so that oidy 
the ‘fittest’ survive. A massive concentration 
of financial power has taken place in the last 
10 yean: from these transformations, the 
'institutional speculator* has emerged as a 
powerful actor overshadowing and often 
undermining bona fide business interests. ' 
Using a variety of instruments, these 
institutional actors appropriate wealth from 
the real economy. They often dictate the fate 
of companies listed on the NYSE, Totally 
removed from entrepreneurial functions in i 
the real economy, they have the power of 
precipitating large industrial corporations in 
bankruptcy. 

Their activities include speculative 
transactions in commodity futures, stock 
options and the manipulation of currency 
markets including the plunder of centra] ’ 
banks’ foreign exchange reserves (e g, 
Thailand, Indonesia, Malaysia and the 
Philippines in July-Scpiember 1997). They 
are also routinely involved in ‘hot money 
deposits’ in the emerging markets of Latin 
Americaand South-east Asia, not to mention 
money laundering in the many offihorc 
banking havens. The daily turnover of foreign 
exchange transactions is more than one 
trillion dollars a day of which only IS per 
cent corresponds to actual commodity trade 
and capital flows, 

Within this global financial web, money 
iran.sits at high -speed from one banking 
haven to the next, in the iraangible form of 
electronic transfers. ‘Legal’ and 'illegal' 
business activities have become increasingly 
intertwined. Favoured by financial de¬ 
regulation, the criminal mafias have also 
expanded their role in t he spheresof merchant 
banking. 

Concentration or Wealth 

This restructuring of global flnancial 
markets and institutions has enabled the 
accumulation of vast amounts of private 
wealth, a large portion of which has been 
amassed as a result of strictly speculahvc 
transactions. No need to produce comm¬ 
odities; enrichment is increasingly taking 
place outside the real economy divorced 
Tabi 11: .Single-Day Declines on Wall StRat 
(Dow Jones Industrial Average, 

Percentage Change) 


October 28, 1929 

-12.8 J 

October 29. 1929 

-11.7 1 

November 6, 1929 

-9.9 1 

August 12, 1932 

-8.4 1 

October 26, 1987 

-8.0 1 

July 21.1933 

-7.84 

October 18. 1937 

-7.75 

Octobers. 1932 

-7. IS 

September 24, 1931 

-7,07 

October 19. 1987 

-22,« 
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Awn bona fide ptoductive and coininercial 
activities. In turn, part of the money 
accumulated from speculative transactions 
is fiinnelled towards the ofTshore banking 
havens. This critical drain of billions of 
dollars in capital flight dramatically reduces 
state tax revenues, paralyses social 
programmes, drives up Iwdget deficits, and 
spurt the accumulation of large public debts. 

In contrast, the earnings of the direct 
producers of goods and services arc 
compressed; the standard of living of large 
sectors of the world popul ation i nc ludi ng the 
middle classes has tumbled. W age inequality 
has risen in the OECD countries. In both the 
developing and developed countries, poverty 
has beramc rampant; according to the ILO, 
worldwide unemployment affects more than 
800 million people. The accumulation of 
finaiKial wealth feeds on poverty and low 
wages. 

The posl-1987 period is marked by 
economic stagnation. In the OECD countries, 
GDP growth has fallen from 3.1 per cent per 
annum in the 1980s to a meagre 1.7 per cent 
in the 1990s. In the developing world, 
economic decliiu: exceeds (hat experienced 
in the US during the great slump of the 
19308: many countnes in Sub-Saharan Africa 
and Lati n America havecxpcricnced negati ve 
economic growth rates. The figures on GDP, 
however, do not reflect the .seriou.snc.ss of 
the slide in production and living standards 
around the world. 

Rfpiicatino Pouct Failurfs of 
Laif 1920s 

Wall Street was swerving dangerously in 
volatile trading inthc months which preceded 
the crash of October 29,1929. Laissez-fairr 
under the Coolidge and Hoover ad¬ 
ministrations was the order of the day: in 
early 1929 the Federal Reserve Board 
declared that it “neither assumes ihc right 
nor has it any disposition to set itself up as 
an arbiter of security speculation or values" 

The economics establishment largely 
upheld this verdict. The possibility of a 
financial meltdown had never been scriousi y 
contemplated. Irving Fisher of Yale 
University stated authoritatively in 1928 that 
"nothing resembling a crash can occur”. In 
1929. a few months before the crash, he 
affirmed that “there may be a recession in 
the price of stocks but nothing in the nature 
of a catastrophe" (quoted in Michel Reaud. 
A History of Capitalism. Monthly Review 
Press. New York, 1983, p I,S8). 

The illusion of economic prosperity 
penisted: optimistic .business predictions 
picvailed even after the collapse of the New 
Yoik Stock Exchange. In 1930, Irving Fisher 
stated confidently that “for the immediate 
future, at least, the perspective is brilliant". 
According to the prestigious Harvard 
Economic Society, “manufacturing activity 


[in I930]...wu detmiiely on the road to 
iecovety"((|iioiedin7ohn KennethGalbraith, 
The Great Crash, 1929, Penguin, London). 

Mainstream Economics Upholds 
Financial Dereoulation 

The same complacency prevails today as 
during Ihc frenay of the late 1920s: “The 
[1987] crash had left many people woiKlering 
what happened, why it happened and what 
can be done to prevent it from happening 
again”. The broad economic causes of the 
crisis arc not addressed. Echoing almost 
verbatim the ccoiximic slogans of Irving 
Fisher, today'seconomic orthodoxy not only 
refutes the existence of an economic 
recession, it also denies outright the 
po.ssibility of a financial meltdown: “Happy 
days are hmagaiiL..a wonderful opportunity 
for sustained and increasingly global 
economic growth is waiting to be seized.. 
(‘Let Good Times RoWJ^martcial Times, 
editorial commenting the OECD economic 
forecasts. January I, 1995). According to 
Nobel Laureate Robert Lucas of Chicago 
U ni vcrsiiy .thedccisionsof econo mic agents 
arc basedonso-catled "rationalexpectations'’, 
ruling out the possibility of systematic errors 
which might lead the stock market in the 
wrong direction. 

In the aftermath of ihe 1987 stock market 
crisis, the regulatory policy issues were never 
resolved. According to the various 
commissions set up by the US Congress, the 
White House and the New York and Chicago 
exchanges, the 1987 crash had been triggered 
by specitic events leading to ’reactive 
responses' by major financial players 
including institutional traders and risers in 
mutual funds. No other reason was given. 
'Sound macto-etonomic policies’ combined 
with financial deregulation were the 
irrevocable answers. The term 'speculation' 
does not appear in Wall Street’s financial 
glo.ssary. 

A presidential task force had been formed 
under the chairmanship of Nicholas Brady 
(later to become treasury secretary in the 
Bush administration). The institutional 
speculators, overshadowing hona fide 
corporate interests, represented a powerful 
lobby capable of influencing the scope and 
direction of regulatory policy. The task force 
took on a detached attitude pointing to the 
'adequacy' of existing regulations 

In the aftermath of the 1987 crisis, the 
policy errors of the I92()s were repeated. 
Government should not intervene: the New 
York and Chicago exchanges were invited 
to fine-tune their own regulatory procedures 
which largely consisted in ‘freezing’ 
computerised programme trading once the 
Dow Jones falls by mote than 50 points. 
(‘Five Years On. the Crash Still EcIkics'. 
The Financial Times, October 19, 1992). 
These so-called 'circuit breakers' have proven 


to be totally ineffective in averting a 
meltdown. 

Recentexperience amply demonstrates dial 
the Dow Jones can swing back and faith by 
more than 50 points in a matter of minutes 
facilitated by the NYSE'sSuperdoldecUonic 
order-routing system. Supeidol can now 
handle (without queuing) more than300,000 
orders per day (an average of 375 orden per 
second) representing a doily capacity of mace 
than two billion shares. While its speed and 
volume have increased 10-fold since 1987, 
the risks of financial instability ate signi¬ 
ficantly greater. Fcderai Reserve Board 
Chairman Alan Greenspan admiu that: 

“(while] techoologtcal advances have enhan¬ 
ced the potential for reducing transaction 
costs....in some respects tliey have increased 
the potential for more rapid and widespread 
disruption" {BIS Review, No 46, 19^). 

Moreover, in contrast to the 1920s, major 
exchanges around the world are into’- 
connected through instant computer link¬ 
up: volatile trading on Wall Street ‘spills 
over’ into the European and Asian stock 
markets thereby rapidly permeating the entire 
financial system, incf tiding foreign exchange 
and commodity markets, not to mention the 
markets for public debt. The demise of 
national currencies under periodic attack by 
institutional speculators will inevitably 
backlash on the trillion dollars Euro and 
Brady bond markets. 

Fate of National EroNOMiEf 

Under the brunt of an impcndiQg balance ‘ 
of payments ccUis, several of Ihe largest 
debtor countries in Latin America, south¬ 
east Asia and eastern Europe are hKing the 
same predicament as Mexico. Frdlowing the 
Mexican 1994-95 crash, the IMF Maiuging 
Director Michel Camdessus intimated that 
10 other indebted countries could meet the 
same fate as Mexico nequiringtheapplicarioa 
of potent doses of economic medir^: ‘riwe 
will therefore introduce still stionger 
surveillance to be su re that the con valesceaoe 
goes well..." (quoted in David Duchan and 
Peter Norman, ‘IMF Urges Qose Watch on 
Weaker Economies'. The Financial Times, 
London, February 8.1995. p 1). However, 
by enppling national economies and requiring 
governments to deregulate, the IMFs 
'economic therapy’ prevents the possibility 
of a ‘soft landing. ‘IMF surveillnce’ of 
debtor countries' macro-economic policy 
tends to fuitherheighten the risksof fiaaiicial 
meltdown. 

The present economic crisis is far more 
complex than that of the hiier-war period. 
Because natioiiat economies are nneriocked 
in a system of global trade and investinem, 
its impact is potentially farmoredevastaiiitg. 
The t^nological rev^uiion (coiribined with 
delocMion and corporate restnicturing) hns 
dramatically lowered the costs of production 
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wlutetttlwMnKtiineiinpovoifhiDgmilliatu 
of people. 

Macro-ec^oflomic policiei aie intema- 
donaliKd' the tame aiuterity meaiures are 
applied all over the world. In turn, larse 
axpofations have the power to move entire 
branches of industry from one country to 
another. Factories are closed down in the 
developed countries and production is 
traaiferred to the third world where workers 
are often paid less than a dollar a day. 

The social consequences and fieo-pol itical 
implication.s of the economic crisis are far- 
reaching particularly in the uncertain 
aftermath of the cold war. In the developing 
world and in the former Soviet bloc, entire 
countries have been destabilised as a 
consequence of the collapse of national 
cunenciei often resulting in the outbreak of 
social strife, ethnic conflicts and civil war.In 
thefonnerSoviet Union as a whole, industrial 
output has plummeted by 48.8 percent and 
GDP by 44 per cent over the 1989-1995 
period (official data compiled by the United 
Nations Economic Commission for Europe). 
In some cases, wages have fallen to less than 
10 dollars a morah; in Bulgaria, old age 
pensioners receive two dollars a month. 

Budget austerity, plant closures, de¬ 
regulation and trade liberalisation have 
contributed to picdpitating entire national 
economies into poverty and stagnation. In 
turn, the evolution of flnancial markets has 
reached adangerous crossroads. The masiiive 
trade in derivatives undermines the conduct 
of monetary policy in both the developing 
and developed countries. 

Dangerous Crossroads 

The speculative surge of stock values is 
totally at variance with the movement of the 
real economy. Stock markets 'cannot lead 
their own life' indefinitely. Business 
confidence cannot be ‘sustained by re¬ 
cession'. The price to earnings ratio (P/E) 
on the SAP SOO has risen dangerously to 
2S.8, well above the P/E level of 22.4 
prevailing in the months prior to the October 
I9S7 crash. 

In many regards, the stock market frenzy 
is analogous to the Albanian 'ponzi' pyramid 
icbemea. People who have invested their 
privtfeuvingswill ‘getrich’ while the market 
rises and as long as they leave their money 
in the stock market As soon as Tinancial 
markets crumble, life-longsavings in stocks, 
mutual 

iiinds, pension and insurance funds ate 
wiped out More than 40 per fent of the 
Atnerican adult population has investments 
in the stock ma^et. A fmaiuHal meltdown 
would lead to massive loan default sending 
a cold shiver through the entire banking 
system; it would also result in bank failures 
as well as a tumble of pension and retirement 
uvings ftinda. 


Market forces left to their own devices 
lead to financial upheaval. Close scrutiny of 
the role of major speculative insuuments 
(including option trying, short sales, non- 
trading derivatives, hedge funds, non¬ 
deliverable currency transactions, pro¬ 
gramme trading, index futures, etc) should 
be undertaken. 

A report published by the Bundesbank had 
already warned in 1993 that trade In 
derivatives could potentially "trigger chain 
reactions and erxlanger the financial system 
as a whole” (Martin Khor, ‘Bating and the 
Search for a Rogue Culprit', T/un/ WoHd 
Economics, No 108, March I-IS, I99S, p 
10). Regulation cannot be limited to the 
disclosure and reporting of trade in 
dcri vati ves as recommended by the Bank for 
International Settlements (BIS); concrete 
measures app)ied globally and agreed by 
governments of both developed and 
developing countries are requited to prohibit 
the use of specific speculative instruments. 

The risks associated with the electronic 
order routing systems should also be the 
subject of careful examination. Alan 
Greenspan, admits that “the efficiency of 
global financial markets, has the capability 
of transmuting mistakes at a far faster pace 
throughout (he financial system in ways 
which were unknown a generation ago...” 
{BIS Review, No 46, 1997). It is essential 
that the world community acknowledge an 
increasingly dangerous situation and adopt 
without delay a coherent structure of financial 
regulation (and intcr-govemmental co- 
operalirm). 

This is a broad and complex political issue 
requiring substantial changes in the balance 
of political power within national societies. 
Those in the scat of political authority often 
have a vested interest i n upholding dominant 
financial interests. At the June 1997 Denver 
Summit, G7 leaders in a muddled and 
confusing statement called for “stronger risk 
maiagemcm", “improved tran.sparency” and 
“strong prudential standards”. The 
destabilising role of speculative activity on 
major bourses was never mentioned. In 
contrast, the G7 statements by political 
leaders profusely heralding the benefits of 
the free market have goierated an atmosphere 
of deceit and economic falsehood. ‘Business 
confidence’ has been artificially boosted by 
G7 rhetoric largely to the advantage of the 
institutional speculator. 

Financial Disarmament 

A form of ‘financial disarmament' is 
required directed towards cuibing^bc tide 
.of speculative activity, fThe tom ‘fmancial 
disarmament’ was coined by the Ecumenical 
Coalition for Social Justice; see The Power 
ofGlobal Finance’, Thin/ WmidResurgence, 
No 56, March 1995, p 21.) In turn.‘financial 
disarmament’ would require dismantling the 


entile stiuctureofoftiifaorebankragliicludiitg 
the movement of dirty and'black money. 

The global economic system is affect^ 
not only by the forces of receukm and 
financi^ restructuring but also by comfdex 
social, political and strategic facton. The 
evolution of international institutions 
(including the World Trade Organisation 
and the Bretton Woods twins) is also crucial 
inasmuch as these international bodies play 
an important rolein oveneeing and regulating 
macrcHecononucand tradepolictes invariably 
to the detriment of national societies. 

The world community should recognise 
thefailureofthe dominant neo-liberal system 
inherited from the Reagan-Thatcher era. 
Slashing budgets combined with lay-offs, 
corporate downsizing and deregulation 
cannot constitute ‘the key to economic 
success’. These measures demobi lise human 
resources and physical capital; they trigger 
bankraptcies arid create mass unemptoymenL 
Ultimately,they stifle (he growthofeonsumer 
spending: ‘recession cannot be a solution to 
recession’. 

Regulating the stock market per se is a 
necessary but not a sufficient condition. 
Financial markets will not survive under 
conditions of global economic depression. 
An expanding real economy will not occur 
unless thercisamajorrevampingofeconomic 
institutions and a rethinking of macro- 
economic reform. 

There are, however, no ‘technical 
solutions' to this crisis. Meaningful reforms 
are not likely to be implemented without an 
enduring social struggle. What is at stake is 
the massiveconcen (ration of financial wealth 
and the command over real resources by a 
social minority. The latter also controls the 
‘creation of money' within the international 
banking system. 

The first crucial stage of this worldwide 
struggle is to break the legitimacy of the neo- 
liberal agenda as well as disarm the so-called 
‘Washington consensus’. The latter is 
endorsed by national governments around 
the world. In other words, ‘financial 
disarmament’ is not tantamount to state 
'regulation' narrowly defined, it requires de- 
nwcratic forms of ‘social control’ of financial 
markets as well as radical changes in the 
structures of political power. 

Social action cannot limit itself tothe mere 
indictment of national governments and of 
the Washington-based bureaucracy. Banks, 
transnational corporations, currency 
speculators, etc, must be pinpointed. This 
struggle must be broad-based and democratic 
encompassing all sectors of society at all 
levels, in all countries. Social movements 
andpcople'sorganisationsactinginsolidarity 
at national and Intemational levels, must 
target not only their respective govenunents 
but also the various financial acton which 
feed upon this destructive economic model. 


2796 


Economic and Political Weekly October 25, 1997 



PERSPECTIVES 


Weather and Water in Urban Areas 

C RuuiduuMlniah 


The available evidence suggests that cities are becoming warmer with 
every passing year. Life in cities can be made more livable if sincere 
measures are taken to preserve the green belts (‘lung spaces’), grow 
more trees, and improve public transportation. By polluting the 
existing sources of water supply, cities are resorting to excessive 
withdrawal of groundwater causing land subsidence in some of 
the big cities, and transportation of water from longer distances with 
enormous cost. Water conflicts are also arising because of competing 
uses like irrigation, industrialisation and urban watensupply. 


I 

Introduction 

WITH about half of tlw worid’s projected 
population of 6.2 billion expected to live in 
ut^ centres by 2000 A D, the 20th century 
ii described as a 'century of urban revolution’. 
Irrespective of how a country defines its 
urban centres, urban growth is one of the 
remarfcable processes of spatial organisation 
that has occurred in human civilisation. 
Urbanisation is also an irreversible process.' 

The developing counuies are the major 
focus of urbanisation in the world today. In 
many developingcountries, cities have grown 
far l^ond anything imagined a few decades 
ago. While thm were only two mega cities, 
New York and London, with a population 
exceeding 8 million in 1951, their number 
increased to 21 in 1990 (with 16 of them 
in the developing countries), and it is 
further estiiruted to reach 33 by 201S (with 
27 of them in the developing world). As per 
the World Bank estimates, about 80 per cent 
of future ecoiKMnic growth in developing 
countries will occur in their towns and 
cities.^ Thus a healthy urban environment is 
ciudal foroverall progressof the developing 
nations. 

In India, only about 27 per cent of the 
population is living in urban centres. But the 
magnitude of urban popultf ion (217 million 
in 1991) is larger than the individual 
populations of many countries in the world. 
Mote than 65 per cem of India’s urban 
population lives in class I cities as per 1991 
Census. Within class I cities, 23 million-plus 
cities account for about 51 per cent of the 
population. Within the millron-l^us cities, 
the four largest metros of Delhi, Bombay 
Mumbai, Calcutta, and Chennai contain S3 
per cetU of the population. Thus India’s 
urbanisation is more biaaed in favour of big 
cities. 

An attempt has been made to present a 
brief analysis of the changing microclimates 


a 

over urban centres and urban water supply 
based on secondary sources of information. 
To begin with, a conceptual frame for the 
inevitability of change in (he urban local 
climate vis-a-vis the surrounding rural areas, 
and the formation of ’heat islands’ is 
presented in Section II. It is followed by a 
discussion of the results of some of the 
studies on the microclimates of American 
and mid-latitude cities regarding the 
differences in temperature, sunshine, wind 
speeds, relative humidity, and cloudiness 
and precipitation, etc. between urban and 
niral areas. Following this, sonw of the studies 
on Indian cities have been reviewed. An 
analysis of the scenario relating to urban 
water supply is presented in Section III. 
Rising dem^ for water due to growing 
urbanisation andindustrialisation.cxccssive 
withdrawal of groundwater, and the 
consequem land subsidence in cities in the 
world, etc, are discussed in this section. This 
is followed by an aruUysis of the urban water 
supply situation in India. 'The concluding 
remarks are presented in Section IV. 

II 

Formation of Urban Heat labuids 

The year 1995 was considered the warmest 
yearinthe last 130 years when the recording 
of global temperatures began.The lOwatmest 
years have bmn recorded in the last 15ycars. 
One of the principal causes of this increase 
is (he rise in carbon dioxide levels in the 
atmosphere, released by burning of increasing 
quantities of fossil ftiels by industries and 
automobiles. The characteristics associated 
with urban centres like high density of 
population, concrete structures, heavy con¬ 
centration of automobiles and other transport 
vehicles, and topographical settings, etc, play 
an important role in modifying their 
mictoclimates. Several aspects of climate 
like radiation-heat balance, wind speed, 
humidity and precipitation patterns, etc, can 
get alte^ over cities,’ 
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One of the principal outcanset of such 
local climatic changes is the formation of 
what are called ’heat islands’ in the dties 
where temperatures are higher than the 
surrounding areas. As the cities spread, the 
outlying vegetated areas, agricultural lands, 
water-bodies, etc. are replaced by concrete 
structures a^ black-topped roa^. Due to 
this change in land use, the thermal properties 
of the surface as well as the hydrotic facton 
of evaporation and transpiration change 
drastically at the interface of the atmosphere 
and the ground surface. As a consequence, 
higher temperatures are caused in urban 
cenues for two reasons.' First, the total 
solar radiation falls on the ground due to 
absence of plants. Absence of foliage leads 
to the absence of transpiration, which 
otherwise would have produced a cooliiig 
effect at lower levels. Second, the roofs and 
pavements of concrete and asphalt do not 
hold any moisture and hence no evaporative 
cooling. Further, these surfaces have a higher 
capacity to absorb and store heat to a greater 
depth because of more rapid conchictivity 
than loose, dry soil. The air-conditioiien, 
which are the symbols of modem living and 
consume enormous quanti ties of energy, also 
add to the heat of the city.'The uiban landsaqie 
dotted with (all buildings also p rev en t s tne 
flow of wind which otherwise would have 
transported heat away from urban areas. 
The whole process lea^ to a situation where 
the city's temperatures would be several 
degrees higher than for the surrounding 
countryside thus forming what is called a 
'heat island'. 

It would be an illusion if otK thought that 
this 'heat island' cools faster in the nigM. 
The enormous quantities of heat that is 
trapped in the concrete structures and tar 
ro^ gets released slowly till late into the 
night. The heat island efto appears to be 
even more pronoutKed at flight. In Act a hot 
desert cools faster than a beat island. 

The cities experience a double dose of 
warming: caused by global wamung phis 
urbanisation. An average diflerence of 1.13 
degrees Celsius was found between urban 
and rural temperatures for 30 cities in the 
US for 1980. While there was a difTerenoe 
of 3 degrees for New York, it was 2.11 
degrees for Minneapolis. In Ksula Lumpur, 
the temper a ture recorded was 28.5 degrees 
Celsius at the co mm er ci al ceMie compared 
to 24.0 degrees on the outskirts of the 
city. It was estimated that there may be a 
difference of 3.13 degrees for a city with 
a population of 25 million whereas for a 
30 million city, it may go up tn 3.24 
degrees. For addition of every milUoa 
inhabitants, the Jump in t em p er ature tends 
to be smalleT.’ 
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Dapitedinefences between uiban centres, 
it it clear that cities are generally warmer, 
cloudier, dirtier, rainier, less sunny and less 
humid than the surrounding countryside* 
Studies conducted over cities in mid-latitudes 
suggest that solar radiation received at the 
ground surface is up to 20 per cent less, 
duration of bright sunshine S-IS per cent 
lower, annual mean air temperature 0.70 
degrees Celsius higher (with the winter 
maximum 1.5 degrees higher), annual mean 
wind speed 10-30 per cent lower and the 
frequency of calms 5.20 per cent higher, 
relative humidity 6 per cent lower, cloud 
frequency and amount 5-10 per cent higher, 
and annual precipitation is S-IS per cent 
higher than that in the rural areas.^ 
it is a known fact that weather affects the 
mood of the people. For human beings the 
tolerable thermal range is found to be bet ween 
17 to 31 degrees Celsius. For the aged and 
weak, this range may become narrower. 
Urban microclimate and atmospheric 
pollutioa are intimately interwoven. As the 
warm polluted air rises, it may form what 
is called a ‘dust dome' over a city and the 
pollutants are trapped closer to the ground 
surface. It has been even reported that 
uncomfortably high air temperatures during 
summer months can contribute to highcr- 
than-average death rates especially among 
older people. 

Hyoerabao's Rising Temperatures 

Hyderabad is one of the fastest growing 
state capitals in the country. By recording 
67 per cent growth during 1981 -91, the city 
is spread over Hyderabad, Rangarcddy and 
Medak districts. The city’spresent population 
is estimated to be more than 50 lakhs. The 
core city has a density of more than I4,0(X) 
persons per sq km. 

The culture of multi-storeyed apartments 
had picked up in Hyderabad from late 1970s 
onwards. Despite dubious advertisements 
like “flats in the midst of greenery” by the 
builders, neither iw there any thought of 
planting trees nor is any space left for it 
around the apartments. It may not be an 
exaggeration to say that the builder-politician- 
bureaucrat nexus has destroyed the city's 
landscape. Multi-storeyed buildings have 
become the storehouses of heat along with 
contributing to the decline of groundwater 
reserves. A remote sensing study on 
Hyderabad has revealed that the built-up 
am of the city has increased from 245 sq 
km in 1973 to 355 sq km in 1983, 522 sq 
km in 1991 and to 587 sq km in 1996, that is, 
an increase of 139 per cent during 1973-96. 
Daring this penod, agricultural land to the 
extent of 128 sq km was converted into 
residential, commercial, institutional and 
industrial puiposes.* 

Historically, Hyderabad was full of lakes 
like Hussain Sagar, Meer Jumla Tank. Meer 


Alam Tank, Ibrahimpatnam Tank, Jalpally 
Tank. Masab Tank, etc, built during 1567 
to 1724 A D. In course of time Osman Sagar, 
Himayat Sagar, Umda Sagar and several 
small tanks were constructed. With the 
presence of these water bodies, a lot of 
grecnary thrived in and around the city. The 
many ‘baghs* of today - Kundenbagh, 
Jorbagh, Bashcerhagh, Bagh Lingampally, 
etc, were once lush green areas in the city. 
It is known that the present day Nizam Collet 
buildings were forest guest houses for those 
who go fur hunting in that area. Any 
discussioti with an old man of Hyderabad 
IS good enough to capture the ‘green glory' 
of the past. The ‘outskirts’ of earlier 
Hyderabad have now become interior areas. 
The story would be more or less similar in 
the case of many other cities. 

It is estimated that the city has at present 
less than 0.5 acres of actual public open 
space and greenery per 1,000people yrhercas 
the inicmatioiial standard recommended is 
4 acres per 1.000 people. In 1995 the A P 
High Court had issued directions to the state 
government, MCH and HUDA to lake 
necessary steps to protect 170 lake and 
water bodies in and around the city. It is 
feared that 30 of these lakes had already 
di.sappcared and about 40 are on the verge 
of extinction.* The remote sensing study 
also has found that there were 932 tanks in 
1973 which came down to 834 in 1996. The 
area under water bodies got reduced from 
117.98 to 110.08 sq km. About 80 tanks of 
below 10 hectare size and 18 larger tanks 
were lost during this period.'" 

Mean monthly maximum lemper^urc data 
for the month of May (hottest month in the 
stale) for the years of 1975, 1980. 1985, 
1990, and 1995 indicate that in three years 
it was close to40 degrees Celsius and above. 
In three years the highest maximum 
temperature recorded wa.s above 42 degrees 
Celsius. In the other two years also it was 
close to40 degrees. In 1975,1980,1989 and 
1991 the mean minimum temperature was 
above 27 degrees (based on IMD data 
collected by the author). The above normal 
day temperatures are recorded more 
frequently for summer months in recent years. 
For example, March 26 last year was the 
hottest day in 40 years in Hyderabad. The 
maximum temperature was fi ve degrees more 
than the normal on that day. 

An analysis of the temperature data of 
Hyderabad during 1958 to 1986 reveals that 
the maximum day temperature forthe month 
of May did not cross 40 degrees Qaisius till 
1971. But it was above 40 degrees after 1971 
in seven out of 15 years. Similarly, the 
minimum temperature never exceeded 
26.5 degrees till 1971 but after that it has 
crossed 26.5 degrees in seven years. In three 
years the minimum temperature had crossed 
28 degrees. Thus the year 1971 appears to 


be a watershed in the inicroclimate of 
Hyderabad city." As per another study, the 
mean maximum temperature of the city rose 
by fourdegrees from 25 to 29 degrees Cdsius 
from 1960s to 1990s." The indiscriminate 
construction activity, non-implementation 
of planning regulations, high growth of 
population.lackof green belts, encroachment 
of open spaces, phenomenal growth of 
automobiles and the consequent rise in 
pollution levels have all contributed to the 
deterioration in the city's environment. 

In May last year, nearly 1,000 families 
have left Kothagudem town unable to bear 
with the persistent heat wave. The day 
temperatures in summer were consistently 
above 46 degrees Celsius in this region. 
Large-scale open cast mining spreading of 
overburden and waste materials over a large 
area and consequent environmental degra¬ 
dation have resulted in this situation.’' 

4 

Changing MiCRorLtMATia of Other 
Urban Centres 

The temperature of Mumbai was found to 
be in excess of 6 degrees Celsius in the early 
mornings incold weather season, 3-4 degrees 
higher in the hot season, and 1 -2 degrees 
during the monsoon over the surrounding 
rural areas.'* Using temperature and humi¬ 
dity data, comfort indices have been worked 
out for Visakhapatnam, Vijayawada and 
Bangalore. It was found that it is comfoitabie 
for physical and mental activity in 
Visakhapatnam only during December and 
January, w)icreas conditions in May and 
June arc detrimental to work cfliciency 
becau.se of maximum discomfort. In 
Vijayawada also, comfortable conditions 
cxi.st only during the two winter months of 
December and January. In addition to May 
and June. April is also uncomfortable 
especially for outdoor physical work in 
this city. Bangalore, however, is never 
uncomrortabic in any part of the year, and 
is considered to be most comfortable from 
February to October. The higher elevation, 
and consequent lower temperatures and 
humidities, is responsible for the equable 
climate of Bangalore.'' 

Depending on the pattern of the built-up 
area, density, and natural and cultural 
landscapes, there may be several beat islands 
in a city. The basic difference between the 
heat islands over slums and those of city 
cores was found (o be the temperature 
gradient. In Visakhapatnamcity, temperature 
gradient for heat islands over slums was 
found to be three to five degrees Celsius as 
against only 0.1 degrees over the city core 
areas per 100 feet of ground distance. Heal 
islands play a significant role in imra-city 
climatic variations and also modifying the 
micro climates of cities.'* 

It has been observed that there is a higher 
incidence of trace rainfall (lesrt than I nun 
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In amount) in the eastern parts of ibe 
Visakbqnmam dty becauseof higher levels 
of air pollotants, vehicular exhausts and 
poUen grains which act as condensation 
nuclei. The munber of trace rainy days also 
Increased considerifcly in 1980s compared 
to that of 1970s, and at a higher rate in the 
eastern parts. Though less than 1 mm rain 
is an insignifl^aiit quantity, the incidence of 
trace rainfall may be coiiddered u one of 
the Indices in analysing the urban micro- 
dimates.'^ Negative impact of industriS' 
llsation on the dry climalp, in the background 
of the heat isli^ effed and the verticrd 
thermal structure of the atmosphere, was 
prominently brought into focus in 
Visakhapatnam in April 1975 when the 
residents felt the discomfort for an hour." 

m 

•Water Problems of Urban Centres 

The biological needs like water (otbets 
include air, space, energy, waste disposal, 
etc) increase in complexity u urbanisation 
proceeds. Because of high population 
densities, and higher level of deniattds. these 
lequirements cannot always be met by the 
iimnediaie environitient in the city. With 
increasing levels of pollution of local water 
resources like riven, lakes or the ground, 
highly urbanised areas are forced to seek 
water from ever greater distances and 
expense.'* Most of the Yamuna's water is 
iis«l for Delhi's requirements. What is let 
into Yamutu during its 22 km stretch in 
India's capital city is about 1,800 million 
litres per day of untreated sewage making 
it a 'dead river'Several facion like 
growing urban and industrial activity and 
demand, and the increasing use of water- 
consuming domestic appliances, such as 
washing machines and dish washers, as a 
result of increasing living standards, etc, 
lead to higher per capita consumption of 
water.” Thus as the v^th of the citizens 
increases, per capita consumption of water 
also tends to go up. 

The continuous extraction of ground¬ 
water, without compensatory recharge of 
~ the acquifen, has led to land subsidence in 
Mverel cities in the world like Houston, 
Beijing and Osaka apart from those 
mentioned in the Table. 


Taiia: Bxamu of Land Smsownce in Cmss 
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Locality 

Maximum 

Area Aflecicd 

Subsidence (mt) 

(sqkm) 

Tokyo 

4.60 

2400 

Venice 

0.14 

400 

London 

0.33 

450 

Mexico City 

8.70 

223 


Sourer. Simmons, I O (I9t%: Chmgiiig tht 
Fact at tht Earth; Calturt, Environ- 
meat. HiooryKMatA, BaiU BlackweU, 
ss chad la Haughton and Hanter 
(1994). p 170. 


Thi'cmiMCtiflg of miderlyitig soils in 
Ban^ok, rhie to overdrawing of ground- 
water, has caused iwd subsidence ranginig 
from to more than 10 cm per yev In 
rtw mill «ripii fBrfeflnn.”lnlhe central am 
ofMexioodty.duriiig 1935-8S,lheelevalion 
Ins faUen by more than 7m from above 2,240 
to 2,2^3 above mean sea level causing 
extenslwdamagetolhecity'sinfnatructutc, 
building foundationi and sewer systems. 
This is because of excessive withdrawal of 
ground water from itt main acquifer that 
underties the meiropoiltan area. Given the 
city's location at a bigh altitude, water 
importation is an expensive alteniative.” 
Some of the drinking water to Mexico Gty 
now has to be pumped up by 1,000 m over 
the mounWiu thus spending lotge amounu 
of enern^ Coastal cities in the world are 
facing ti^ common threat of salt water 
intrusion into acqinfeis. Where saline and 
fresh acquifers tie in dote proximily, man- 
induced hydrologic changes can alter the 
pressure systems underground thus 
causing the barriers separating the acquifers 
to become more porous. Introsion of 
saline water to the extent of u iittle as 2 per 
cent can render an tccpiifer unusable; and 
once such intrusion starts, it can penist 
for years.” 

Urban Water Sum.v in Inna 

While the situation it becoming grim 
regardUng water supply sitiMtioiis in big cities, 
new conflicts sre arising for water between 
competing uses like industrial, agricultural 
and urban. Rapid papulation growth, 
increasing demand for foodgraint, growing 
awareness about people's rights over thdr 
natural resource*, frowing urbanisation and 
industrialisation, rising levels of consump¬ 
tion, etc. are some of tire factiHs giving rise 
to conflicts over sharing of water tesoutcet. 
In the third world countries like India, the 
demand for water in urban and industrial 
secton is projected to rise by 135 per cent 
in the next 40 years.” 

The inur-slate conflicts over sharing of 
river waters are cmrunon in India. However, 
within the states alto, conflicu are arising 
over allocation of water for urban centres 
vis-a-vis irrigation purposes. The Tehigu 
(janga scheme is a clasiuc example in this 
regard. It is tt|^i for transporting Krishna 
river water, mmi Srisailam reservoir in 
Kurnool rUsoict of Andhra Pradesh, for riboui 
S(X)km to Chennai dty for drinking purposes. 
Since the canal passes through the semi-arid 
region of Rayalaseema, water allocatkaa 
have been ma^ to irrigate agricultural lanrb 
in ports of this r^ion. It it common to see 
farmers, from distant areas demanding 
diverskmofthese water* to their landa. Some 
sections of people in the Telngana legioa 
of Andhra PraiM arealleginf that the waien 
of Manjin river (a tributary of Godavari) are 


diverted to Hyderabad dty for driakiiig 
purposes depriving the local areas of water 
frv itrigatioa Plana are also afoot to tratHport 
Krishna river waten from Nagaijunaiagm, 
about 130 km away, to augmimt water 
supplies in Hyderabad dty. In Andhra 
Pradesh, a number of medium and smaD 
towns are also drawing water from loag 
disuncct. 

The Eighth Five-YearPlan (1992-97) had 
estimated that about 85 per cent of the ufban 
population would have been covered by 
water supply by 1992 whereas urban 
sanitation coverage was only about 48 per 
cent. The plan set the goal of 100 per cent 
coverage ^ the year 2000 with the norms 
of supplying 125 litres per capita per day 
(Ipcd) in urban centres which have piped 
water sun>ly and underground sewerage 
system; 70 Ipcd where there is piped water 
suppi y but no underground sewerage system; 
and40 ipcd in towns with spot souicei/stand 
posts with one source for 20 families within 
a maximum walking distance of 100 m.” 
The centre had, however, allocated only 2.41 
per cent of the total outlay in the Eighth Plan 
for water supply and sanitation. Even after 
including the allocatioas of diffeient states 
and union territories, the share of water 
supply and sanitation works out to only 
3.85 per cent of the total ailocatious.” This 
indicates the low priority accorded to this 
most vital requirementfor human sustenance 
by both the central and state governments 
in the country. 

In the dass I dties of India, the average 
water supply is estimated to be about 145 
litres per capita per day (Ipcd). To provide 
tills nUe of supply in class 1 cities, and 100 
Ipcd in the rest of urban centres, given the 
urban population growth, India would 
require an annual investinem of Rs 15,000 
croie by 2001 which is most unlikely to 
happen. By evolving a new nonn, k was 
suggested that an absolute mtniiMim of 
70 Ipcd and a desirable level of 90 Ipcd 
should be supplied ‘Yo that human life can 
be sustained at minimum standard of 
hygrene". Under imnimum conditiaiis of 
supply the distribution should be more 
equitable.” 

The figures of aggregate coverage hide the 
sharp inequalities existing in urban areas 
legi^ng water supply.as also other baric 
amenities. In urban sreas, The water supply 
system is unequal and uqjust, being highly 
biaaed in favour of the rich'*.'" Studies 
have shown that the share of tbe poorest 30 
per cent in the ccasumer expenditure has 
remained neasly stagnant dming 1958-78 
despite awmal average growth of mcoine 
by 3.5 per ccoL it is believed that '^iverty 
hv increased in the utben areas akbonih 
some official figures do not show fhi*. 
This seems especially true of access m 
sefYkes".” 
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Bated on the Nadooal Sample Survey 
(NSS) data of 42iid rauad for 1986^, it 
wai noted that 66 per cent of the bottom 40 
per odnt houfehokb (bated on momMy per 
c^)lttexpeiKlituiB)haveacceHtotapwamr. 
That meaiu, 34 per cent of the nrbiui poor 
do not have accest to piped water tu^y. 
Pbr thoM who have acceu, the quantity of 
water available it much leu than the 
m i ni m u m pteacribed.lt can vary botween 22 
to 36 Ipcd through the public taps u tgaintt 
36 to 120 Ipcd through the domeatic 
coonectioot. The quantity of water available 
at timu can be as low u 10 to 25 Ipcd in 
shim areas, with the source of supply at a 
cotuideiable distance in many cases. It is 
repos t ed that 90 per cent of the water in 
Ahmedabad it consumed by only 25 per 
centoftbepopuhuioo in the municipal area 
leaving only 10 per cent of water for the 
remaiiiiiig 73 per cent of population. The 
NSS data confirmed once again that urban 
water supply is highly inequitable and 
biased against the poor.^ 

IV 

CoMhufoai 

Preservation of green belts and growth 
of more trees is the only solution to pre¬ 
vent city tem p e ra tures ftom rising furiher. 
Improved traffic condition and better 
pn^ transport would be complinieiitary. 
If pseaem is an indicaiion to the future, it 
looks uncertain whether there would be 
open spaces left at all for plants to grow. 
Green bdtt for a city are what lungs are for 
human beings. That it why they are called 
'hing spaces'. Imagine a person's standard 
of health with insufficient or infected lungs. 
By any yardstick Indian cities have 
insnffkieiit 'luiig spaces* and they are also 
sfarinkiiig in si». 

Above all. it is also important to see that 
the cities do not grow beyond manageable 
p roport i o ns . Thii requires the developinent 
of small and methum towns, and district 
headquarter towns as potential growth 
oenoet. Based on the criteria of high demo¬ 
graphic expansion, promising economic 
growth, and potential for development, the 
NCU had id^fled 329 uiban centres in 
India as Generaton ofEconomic Momentum 
(OEMs) and 49 Spatial Priority Uiban 
Regteas (SPURs). It had thus id^fied a 
strategy for urban settlement pattern of 
theconntiy for future investment and 
devdopment on a priority basis. Par this 
purpose, ifaccnmmiitinnb^ recommended 
that the share of tufwi development, 
j n ch id in g housin g m ti l w a l tr supply, should 
be raised from the eatUhig 4 per cent to 8 
per cent in the Plan oudayt, with the oenbe 
contrihuting half the share.” But there waa 
no cfaanfB in the Bghth Plan aUocatiom. 
There is still ample scope for improving the 
situation. 


With increasingpoUutlonof water bodiaa, 
nature cannot be expected to provide 
unlimited quantities of water continuously. 
There is no altetnalive to itriedy enforcfaig 
effluent treatment regulations before 
releasing them into open areas. Unleu 
existing water lesourcu are protected, not 
only do they gel polluted or thied om, the 
ground water also gel contaminated. Por the 
third world economiei, t fanip oi ti ng water 
from ever longer dittances it finatidally 
more burdensome. It it Airiher dUficiilt to 
ignore the water lequirementsAienuuids of 
tbe areu in between in such cates. Such 
transportation alto requires enormous 
quantities of energy. To mitigate theae 
proUeros, time hu come to design rain water 
harvesting methotb in uiban areas. Oieck 
dams acraw streams may be feasible around 
the urban ceiures. Most of the citiu have 
a number ot institutions (like univenities, 
colleges, research organiutions), govern¬ 
ment office complexes, and parks/tecreation 
sites, etc. which contain large areas. 
Uncontaminated rain water flows in these 
areu during monsoon seasons. It is im¬ 
perative to constiuctanumber of groundwater 
recharge pits in such areas to harvest nia 
water and help in recharge of gioundwater 
to that the water table does not go do wn frtft 
Large multi-storeyed residemiBi complexes 
must also beencouraged, if need beconqielled 
through legislative means, tocoimnict even 
small-scale groundwater piu or trenches 
within their compounds. Without the 
citizen playing aduerole, it is futiletoexpect 
the state to fulfil the water demands 
satisfactorily. 
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REVIEWS 


Neither Innovation Nor Thmsformation 

Aadi* Gander Fnwk 

InnoTatiM and TroMforaution in Intmialioaal Stodlce edited by Stephen Oill 
and James Mittelman; Cambridge University Press, Cambridge and New York, 
1997; 1 ^ 294, price not mentioned. 


me, Oertnide, whet it the aniwer?" 
"Ah, replied Gertrude Stdn with her last 
dying words, but what U the quettioftr So 
writes Susan Strange to open her chapter on 
The Problem or the Solution?’. What is the 
question, indeed, never mind the answers 
that thit book aelf-consciausly proposes as 
'innovation and transformation in 
imemiUional studies’ for the 21st centiuy? 
The book offers no analytical framework, 
analysis nor even hint of Asia’s promise to 
return to the predominance that it already 
had in the global economy and international 
relatioas before the temporary 'Rise of the 
West’. A quick look at the book’s subjects 
index offers a good preview, if not of all its 
contents, then at lew of its priorities. The 
index lists the US on 16 pages plus on 12 
other contiguousones in onechapter, Britain 
on 17 pages, Europe on 12, the third world 
on four, and Africa on two pages plus one 
chapter. Asia or any of its countries like 
China, India, or Japan are not listed at all. 
Only Strange herself makes even a pasting 
reference to the question of the rise of Asia. 
The other contributors confine-themselves 
to the same old western answers; because 
they continue to pose the same old 
Eurocentric questions. 

What’s more, the only ‘innovations’ they 
recommend are all deliberately and explicitly 
derived from Marx, Weber, Gramsci, 
Polanyi, Braudel and Cox in whose honour 
these essays were written. The exception is 
Muttapha Kamal Pasha, who recommends 
llm Khaldun. But even that proves the rule, 
since Puha fails to note the major 
‘itmovation’ that the 14th century Tunisian 
statesman offers to international studies 
today: Hedkl not see theworid as Eurocentric. 
It wu not when he wrote, and it Is no longer 
when the authors of the present book write. 
Yet, the editors and authors remain so mired 
in the rut of the 19th and 20th century 
European theorists they still recommend that 
they cannot even see how outdated and 
inafipitrprlatB their Eurocentrism is for the 
task dt^ set themselves: “Rethinking and 
raniskingttieglobalorderinthe21tt century”. 

In his suninury chapter on ’Rethirddng 
Innovation in Internatioaal Studies: Global 
Transformation at the Turn of the 
MUkimlum’, one of the editon, James 
Mittelman, even inveiiiis agahiit TVest- 


centrism [that] embraces western concepts 
and western experience”. Alas, he does not 
realise that this is exactly what he and his 
coniribiitarsdoby“poittting the way forward: 
going back to the clasaks” of Marx and 
Weber, whom Mittelman especially invokes 
as “‘innovaUNy’ both in tb^ dmes aird as 
regards world order today. and...for study 
in the piesem and future.” 

Yet, any examination of global history 
and structural transformation reveals that 
Marx’s ‘innovation’was to neglectanddeny 
the preponderant place and role of Asia in 
the same and to misattribute it to Europe 
instead. “For Marx, the most general level 
of abstraction [is]... the coneqx of mode of 
production,” writes Mittelman, which 
allegedly underwent ‘structural trans- 
fotmation' from ’feudalism’ to ’capitalism’ 
in Europe, while elsewhere Mara wilfully 
saw noting more than a totally mythical 
'traditionaJ, backward and stagnant' 'Asian 
Mode of Production’. Weber agreed and 
only introduced some casual modifications 
to the rationalising process of The Prot¬ 
estant Ethic and the Spirit of Capitalism'. 
Polanyi called it a ‘Great Transformation', 
and Braudel claimed that it took place in 
The European Worid-Economy' with which 
allegedly “Europe built a world around itself, 
as all historians know”. 

Alas, if that is ail historians and the editors 
and contributors of this book know about 
the world, what they know is all wrong. For 
contrary to Marx, Weber, Braudel et al, 
China and India but also other parts of Asia 
were economically, politically, socially and 
culturally far more developed and still 
developing faster than EurojK until lU least 
1800, before Marx and Weber wrote. It is 
simply not true that Europe ‘built a world 
around itself as all historians know'. Instead, 
Europe sought and only very marginally 
succeeded to hitch its wagon to the already 
existing global economy and its development, 
which was predominaidy Asian. Obviously, 
that is wh^ Columbus Vasco da Gama 
set out to Asia in the first place; and it was 
only theiraccess to American silver that after 
1500 permitted Europeans to establish and 
for three centnriea to maintain any toe-hold 
in the buigeoning Asian market Therefore, 
theendre corpuBof Eurocenlric aodal theory 
from Marx and Weber to Gill and Mittdfflai 


is simply courUer-factual and anti-Mstorical. 

The editon and contrlbotore intend 
“questfoning and chaUenges to orthodoxy 
and the construction of an alternative 
prablematk)ue, a historical perspective [of] 
longue durix, ijnproved by a co m par at i ve 
historical method,” u Gill himself claims. 
Yet the ingrained Euro/western-ceimismcrf 
the contributors condemns them to vtobse 
every me of tl^pe criteria without even 
being aware of that and how they are doing 
sa How can the editon and their centributon 
propose to rethink and reconstruct critical 
the^ from a historical perspective so as to 
comprehend global sttucturai changeaslong 
as tMr own Eurocentrism obviates any and 
all global historical penpective?Tbqr write 
that “a new paradigm emerges when die 
burdenofanoiiulausphenomena is toogrem, 
when discrepancies can no longer be 
assimilated into existing paradigms”. Gill, 
Mittelman and others rigMy insist that the 
discrepancies between today's and 
tomorrow's global reality are indeed too 
great to be accommodated by received and 
especially post-war leafist' inteniatioiud 
relations theory. Yet they teem totally 
unaware of the most important global 
structure or process whose historical and 
present anomtdies. especially in Asia, cannot 
be accommodated by any of the ‘dastical’ 
theory they still promote. For that theory has 
theoretically andempiricallynot oiilyne^ect- 
ed but explicitly even denied that there wu 
any globid historical reality and itnictntal 
transframation before the Europeans ‘made 
it'. Nor do the cootributorsgive any evidence 
of being aware, let alone of offering ‘inao- 
vaiive analysis*.of the re - e mer gen ce of Asia 
in the global economy and inteniarional 
lelattons today. 

Let us briefly review what little if ny 
'innovation'this book doesofler.Gill'sows 
renditioa of Tiistorical configuratians of 
world order” from Westphalia in 1648 lo 
tecem timet is analogous to descxibing the 
placemem of chairs in a very matfiiial 
peninsular roomon the globs] Tiumic, which 
says nothing about the teal world Older then, 
and now even leu so. Augelli and Murpi^ 
invoke Sorel and Gnmid to evoke socio¬ 
political ‘myths' u an agent of ‘agency*. 
Falk invokes MacMavelli, Vko, Man and 
Gramsci w intell e ct u al foreb ears of B H 
Carr, Hedley Bull and Cox to vaUdMe “the 
influence of ideu and cuhnral primacy”. 
PUk observes that Tjox cansckwtly rqjecti 
the worM system approach” but does not aee 
that Cox alto throws the teal baby out with 
Ihesyiteanic buhwaur. BemanlteocaaBaDQdi 
Polimyi without real i s in g that “the itroa o iri 
lelaiionahlpamongaUpsstsofaaocialaMe 
... [and] methodological holitm and 
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irotuctt /<^cndcv stmites f rom oxford 


Embodiment, Self & Identity 

Essays (>n Gemler and Identity 
Meenakshi Thapan (editor) 

Tins book consists of 
fifteen essays whitli 
cover a wide range of 
subjects and have been 
divided into four parts. 

Secuon 1 viz. deals iiioie 
specifically with the 
constructed nature of 
embodiment and gender 
idenrjts’ (Sarkar, Hagthi 
and Bucalia): Set non 2 
with understanding the lived or the 
coiiiiiiunicjtii'e body in everyday life 
. (Niranjana, Aalten. Uberoi and Thapan), 
Section 3 the discipline and lonstraini 
imposed on the woman’s body through 
science and social regulation in specific 
contexts (Zutshi and de Cuiiha); .Section 4 
with the ‘polihcs of the possible' examining 
the place of resistance and subversion in 
everyday life (Tharu, Verma, Kishwar, 
Visvanathan.Vishvvanath) 

019564179 5 1997 

400 pp. _ Rj5 495 ‘A’ 

Negotiating Identities; 

WoiiiL’n in the Indian Diaspora 

Aparna Rayaprol 

This is a story of women who played a 
pioneering role m the 
construction and 
nuintenance of the Sri 
Venkateswara temple 
in Pittsburgli, USA, 
and who have thereby 
cuutrihutcd to the 
reproduction of 
culture ill their 
conimunity ■ The 
analysis highlights 
issues such as gender, 
ethnicity, religion, and class m an inunigrant 
context, 

0 19 564151 5 1997 

180 pp. _ Ra 325 ‘A’ 

Gender &' Genre in the 
Folklore of Middle India 

Joyce Burichakcr Flueckiger 

in Cctuleran d Gam' in dm FoUtlm o(^ liddte India 



Joyce Burkhalter 
Flueckiger analyses sax 
rcpresentatisr Indian 
foikkwc genres iroin a 
single regional 
lepertoitB to sliow the 
iiitluence of their 
iiitertextual rdauons on 
the lompnsition and 
interpieUDon ck'artistic 
performance. 

0 19 564063 2 
371 pp. 


Women*! Health in -4^ 
India fiJi 

Risk and Vulnerability 
Monica Daa Gupta / Lincoln C. 
Chen & T.N. Kriiltnan (editors) 

0 195636201 , 1995 

332 pp. Rs 395 ‘A’ 

From the Seams of History 
Essays on Indian Women 
Bherati Roy (editor) 

0 19 563226 5 1995 

306 pp. Rs 450 ‘A' 

Upholding the Common life 

Tile Coiiiinuiuty of Mirabai 

Paeita Mukta 

0 19 563115 3 1995 

272 pp. Rs350‘A' 

The Veiled Women 

Shifting Gender Eiiuations iii Riir.il 
Harv-ana. t88()-tW(l 

Prem Chowdbry 

0 19 563134 X 1994 

461pp. Rs475'A' 

Fertility Behaviour 

Population jiiil Suciery in a 
RajastlianVillage 

Tnisi Patel 

0 19 563539 6 1994 

303 pp. . Rs400*A’ 

Voices from Within 

Early Personal Narratives of Bengali 
Women 

Malavika Karlckar 

019 56.30890 1993 

246 pp. OIP _ Ra 120 ‘IP* 

Freud, 

Race and 
Gender 
Sander L Gibnan 
0 19 564150 7 
1997 
296 pp. 

Rs395A 


1996 
Rs 495 ‘A’ 


* Discrepant Dislocations 

Fenunisiii.Tlieory, and Postcoloiiial 

Histones 

Mary E.John 

0 19 563916 2 1996 

212 pp. Rs350‘A’ 

Siva & her Sisters 

t'lenJer, Caste, and CIiss m Run! Soutli Indi.i 

Karin Kapadia 

0 19 564071 3 1996 

288 pp. Rs49S‘A’ 

Hetions of Feminist Edmograpfay 

Kamala Viiwcswaj^ 

0 19 563915 4 1996 

218 pp. . Rs345‘A’ 

Mridula Sarabhai: Rebel with a Cause 
Aparna Basu 

0 19 5631102 1996 

290 pp. Rs425‘A' 

* Listen to the Heron’s Words 

Reimagining Gender and Kinship in 
Nbrtli India 

Gloria Goodwin Rab^a A Ann 
Grodzins Gold 

019563793 3 1996 

271 pp. Rs445‘A’ 

Divinity and Deviance 

Women inVirasaivisiii 

Vijaya Ramaswamy 

0 19 563914 6 19% Rs32S‘A’ 


1993 
Ra 120 ‘IP’ 
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UKoridiro require” inalyiii of the ^obal 
whole worid p^tical economy. Bid its veiy 
existence it denied by the school of 
sociologisu and uiihiaiwlogists whose head 
isthesainePolanyil HeUeiner recommends 
Braudel as a beacon for studying ‘economic 
globaiisation' over the ‘longue duree' even 
though he recognises that ‘liefore the 19th 
century, Braudel's ‘worlddme’ wasexperieit- 
ced in most legions of the world primarily 
only at the top level”. But bow can Braudel 
“provide a set of analytic tools... of thinking 
libaut‘economic globalisation’”today, when 
the very global economy that stared Bsaudei 
in the face in “the ISth to 18th centuries” 
penetrated aixl transformed the li velihood of 
almost everyone around the globe and yet 
still went unrecognised by Braudel even 
underhistitle ThePerspectiveofthe World'? 

Hanod wants to marry the ‘two IRs’, 
international relations and industrial relations. 
But to do so, he concentrates on the ‘Anglo- 
Saxon countries' to the exclusion even of 
Braudel's ‘European worid-economy', never 
mind the whole real worid political economy 
of which dim two IRs arc merely ever- 
changing manifestations because they are 
no more than superficial institutional 
vrangements. Vander Fiji asks ustocxaminc 
“transnational clast formation and state 
forms," which begin in the Middle Ages in 
England and France. Then, state forms 
according to Cox progreu through the 
‘Lockean heartland' of Briuin and the US 
to the ‘Hobbesian contenders’ in Germany, 
the Soviet Bloc, south Europcan/American 
dictatorships, and late industrialising third 
world states. So none of these authors offer 
even a minimum of ‘methodological holism 
and historicism' to permit and include the 
analysis ofthe Russian, Hapsburg, Ottoman. 
Safavid, Mughal, Ming/Quin, Tokugawa/ 
Meji and other historical state forms and 
their transnational class relations, nor of 
their successon in any of these major regions 
in the contemporary and future world. 

‘Exit International Relations' writes Susan 
Strange. Alas, the contributors to this book 
do not see that the study of ‘International 
Relations’never even had any global presence 
or reference in most of the world toexit from. 
Therefore they also cannot find their way 
to propose even the most minimally neces¬ 
sary ‘innovation and transformation in 
international studiea'. For that, they would 
have to shed their Eurocentric blinkers and 
‘te-Orient’ instead. Then they could tee that 
and how the related processes of the decline 
of the ‘East’ and the rite of the 'West' since 
1800 were pan and parcel of a continuing 
process ofaglobal tnmsformation inaglobal 
economy in which Asia it now regaining its 
traditional'placeand rote'-with the‘Middle 
Kingdom’ofChinaagainat its‘centre’.That 
would initiate at least tome ‘innovation and 
timformation in International Studies'I 


Even so, four chaptere devoted to trans¬ 
formation, iimovatim and emandpation in 
global political and civil society’ at least 
challeng e theco n tem p ora r y ‘corporate liberal 
intermuionalism', which invokm the‘magic 
ofthe market' to solve all proUenu as if by 
magic. As the editors’ introduction of the 
book’s Part III summarises, Rupert returns 
to Gtamsd and Cox to herald bow ‘popular 
common sense’ In the US opposes NAFTA. 
For Cheni “the study of International 
Relations ‘from above’... it incomplete unless 
it is Joined with a perspective on the world 
‘from below’." Therefore, he explores 
“political innovation fn>m bdow and local 
toolsof transformation by ordinary Africans’’. 
-Peraaud invokes “Ftantz Panon’s innovative 
conception of the racial character of colo¬ 
nialism" and the “rise to a siege mentality 
type of politics in the west" iii response to 
migrants and refugees from the third worid 
south and the former’second’ worid ineastem 
Europe. Peterson “focuses upon gender 
equality and emancipation as a process or 
form of ideological and political struggle". 
Sakamoto, the only contributor from Asia, 
finds the United Nations seriously deficient 
as a vehicle to promote democracy in civil 
scKiety. whichlikethe 'Asian brandof demo¬ 
cracy’ of Singapore’s Lee Kuan Yew “is 
however uiKlear to the Asians themselves”. 

However praiseworthy this emancipatory 
grass roots struggle and its invocation by 
our authors, it docs not address let alone 
transform much In the structure and 
transformation of the gitfoal economy and 
international relations. Most are defensive 
attempts to walk slowly backwards on a 
treadmill of ‘economic globalisation’ which 
is racing forward beyond the control even 
of those ‘from above’, let alone of those 
'from below’. 

Moreover, most of this book and explicitly 
so the Gramscian/Coxian theory it promotes 
is wont to confuse subjective ideas with 
objective structural reality. A recurrem theme 
is “making allowance for agency" as 
Mittelman attributes to Cox, “political 
imagination” and “conceptual 
breakthroughs” (the editors), “new methods, 
theories, perspecti ves or insights come to the 
forefrom of social and political thought” 
(Gill), “motivating social myth” (Augelli 
and Murphy), to “conceive power in 
MachiavellianfGramsciatt terms that stress 
the influence of ideas and cultural primacy” 
(Falk), and “good theory must contain the 
capacity for transforming the reality 
explained... Emancipatory knowledge, 
therefore, has an important rote to play’ 
(Peraaud). 

This (voluntarist?) theme and thesis is 
most explicit in Peterson, who is most 
amcemed with "how we think (meaning 
systems, ideologies, paradigms) and who we 
m (subjectivity, agency, self and collective 


identities)”. Her conclusion is that “we'must 
make gender visible...to alter our 
understanding of today’s crisis”. We nuy 
agree about how that could contribute to 
understanding the crisis, but Peterson and 
the others say precious little about how that 
or anything else can or will alter the crisis 
or the course df global transformation itself. 
Even less do they address, 1^ alone‘cotitain 
the capacity for transforming’ or even 
identifying and much less understanding the 
“internationalisation of production that...in 
my [Strange’s]opinion, isthe wombin rvbkh 
the big issues of the next century are already 
coining to term”, especially in Asia. 

The most reflective chapter isTtoscaau’s 
on ‘Imposing Global Orders: A Synthesited 
Ontology for a Tiirbulent Era’. It is so in 
two senses of the word ‘reflective’: He 
troubles himself and the reader to enga^ in 
far more reflection about five alternative or 
simultaneous forms of global order, which 
in turn also reflect the kaleidoscope of‘onden’ 
seen by his fellow contributors and other 
recent commentaton on the world since the 
end of the cold war. Alas, while Rosenau’s 
level of abstraction permits filling his 
categorical bottles and labels with almost 
any wine, the latter’s failure to offer any real 
world wine also reflects the poverty of his 
and his colleagues’ contribi^oiu. 

To reflect contemporary multiplicity and 
confusion. Rosenau begins with a quotation 
by Henry Kissinger “It is prot^y not 
possible tohavesomeoveraichingconoepl”. 
So Rosenau poses five of them: (1) 
Continuation world ordered by 'unilaletar 
states as per the IR ‘realists'. (2) The same 
seen more multilaterally due to balance of 
power and other constrainu among the same 
states. (3) The ‘subgrouping’ addition of 
subnational and transnational interests and 
collective actors on the world stage. (4) An 
even greater multiplicily of inter- and non¬ 
governmental, public and private ad lloc 
‘instimtions’ or just arrangements. (S) And 
most likely: “the simultaneous operation of 
unilateralism, multilateralism, subgroopism 
and transnationalism in global life". The lint 
two reflect the orthodox IR also reviewed 
by other contributon in the fust tiro parts 
of this book. The thiid and fourth allow for 
the ‘emancipatory’ grass roots activity 
invoked in the third part. 

Roseruiu’s fifth omnibut category evokes 
at well some recently popular lendittoni of 
‘global order’that are also oft-mentioned by 
other contributors: The triumvirate trf' 
Kaplan's 'coming anarchy’, Ht m ti n g t o n ’s 
‘ordering’ of the tame at 'clash of 
civilisations’, and Barber's dichotomy 
between the opposing tendencies of 'Jihad 
vs Me World'. Rosenau’s coiuribiitian, Urn 
Robert Rekh’s, is to insist as i also have and 
do that “this welter of cootiadictiani and 
ainbiguities...thetcoppotiag forces ori^nam 
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in the dynamics of gJobalUadon that ate 
operative evetywheie in the woricT. He alio 
insiiU that not the localising and firactionaling 
dynamics invoked in Pan HI of the book or 
by the claih and anarchy of Jihad, but global 
dynamics “ate setting tte terms and shaping 
the structures of the emergent global order 
for better or worse", of which latter there 
will lealislically surely be much inRosenau's 
view. Quite so. 

The principai weakness of the above- 
mentioned triumvirate is that, unlike 
Rosenau, they do hot see or show how the 
fractionating centrifugal sub-systemic 
anarchy, clash, and jihad lendendes ate 
themselves generated by the systemic 
centfipeially integrative but also different 
dating and unequalising global McWorld 
structure and dynamic. Yet as Rosenau 
puts it, nmultaneous systemically iniegia' 
live and sub-systemi^ly disintegrative 
tendenctes are themselves related: "Such 
seemingly contiadlctoty dynamics are not 
coBiradictoiy at all [but] are inhereiu in the 
course of events and operate increasingly as 
the normal way life unfolds...[in] a non¬ 
linear notion of time... [with] no end points, 
no final destinations," such as Fukujama's 
‘end of histoiy'. 

There are however at least two serious 
shortcomings in Rosenau’s abstractly 
analytical scheme of things. The first is that 


it lacks historical depth, so that Roaenan 
thinks thit'^vhatUdifreient about our epoch, 
however, is the simultaneity...[in] the 
complexity of our time,” when in n^ity the 
time has cbancterued all historical time. 
Centripetal ‘gfobaliaatkm’ it not new as 
Rosenau alto teems to think. Instead 
integrative globalisation hu been the 
principal characteristic of the world system 
for at least five thousand years and bat itself 
generated, le-generated and promiaet to 
Continue to generate disintegrative and 
fractionating forces and difrerentiation, 
includingthoseof‘civillsatiom' and 'ethnic 
identity'. That is alao why it is vain to hope 
like Bmber that ultimatdy McWorM will 
win out over jihad. 

Rosenau't all too short historical depth 
perspective, which violates the boirk’t 
intended canon of holistic historicism, 
alio entails his and the book's second 
shortcoming: His labels and bottles contain 
little or no historical or ctmtemponry, let 
alone innovatively new, wine for the 
reader to savour. Rcvealingly, the only one 
Rosenau offen is the ‘illustrative conclu¬ 
sion’ to "consider the Caribbean Basio in 
thepresoit epoch", which is altogether 
marginal both to historical and contemporary 
time. 

We may agree that, as Rosenau puts it, 
obscTven can never grasp all of reality but 


sdectsomefeatiiieitiiiiipoitaiitaaddls* 
mita otbos aa trivial. Bvea so, Rosenau Uke 
the other contributon to lUs book doa not 
offer even a gUmmer of any of the important 
and hardly even any of the trivial wine of 
‘non-linear* historical or contemporary 
transformations in the real world order 
Notwithstanding Rosenau't esutiort, today 
these must surely include ri least what now 
appears as the only cyclical and tempor ar y 
‘Mieoftheweai’.itspteaemreneweddecline 
already presaged by Spender, and the alao 
renewed cyclical ‘Rise of the East' in the 
nu|}ar transformation of world and global 
‘order’. That is what would be miniinally 
neoessary to offer any useful content to the 
‘‘multiplicity of institutional and ad hoc 
arrangements, be they important or trivial". 
These include the also re-newed integrative 
activities ofthe ‘overseas’ Chinese diaqioia, 
the related fractionating and ‘warring 
states’ tendencies within China and 
between 'it' atrd its tKighbouis, all of whom 
are also re-integratIng among themselves 
and in the world ‘order’ in new ways 
that *trantfonn [it] in non-linear time’. In 
the total absence of any conrideration in 
this book of any of these structural 
transfomations in the real world order, I 
cannot agree that this book offers even the 
slightest 'innovation and transfonnation in 
Intenuuional Studiet’. 
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Morbidily among Women in Mumbai City 

Impact of Work and Environment 

NehaMadlihralh 
Anar Jcaaai 

This paper reports a study of the morbidity of a small population in Mumbai city. The results point to a strong 
relationship between women's work lives and their health. It also points to the need to understand and integrate 
the labour of women in producing children and raising them, in keeping the household running in any exploration 
of women's health status. 


1ntrchkjcto»i 

THE health oftfae general population as well 
as specific groups (infants, women, etc) has 
for long been an important concern for 
development itudiet. When economic 
develo|»nent is put in the context of human 
development, the successof nations to secure 
good h^ch for their citizetu assumes great 
significance. Morbidity, or physical and 
mental illness, is increasingly being 
recognised as a ‘ measurable indicator of well 
being’ [Shariff 1995], The patterns of 
repotting of morbidity reveals important 
facets not merely to the health status of 
vifious groups, but also points to inequalities 
in status and autonomy among various groups 
of indivkhuis. Morbidity and mortality data 
have long been used to estimate the le^ of 
gender injustice in society. Greater gendcr 
justice in the cUstribuiion of food, health care 
and other resources help in ensuring the 
survival and health of women and female 
childrai. Although less clearly understood, 
women’s work, autonomy in making 
repnducti ve choices and their reiati ve status 
in the finnily and community also have an 
influence on their health. Morhichty among 
women is thus an important guide to 
understand their position in the household 
and the crunmunity. 

Health defined broadly as a feeling of 
physical, menud and spiritual 'well being’ 
is often Juxtaposed to its definition as absence 
ofdisease and infirmity. However, in reality, 
the itlationship between ‘well being’ and 
absence of dismue is very complex. People’s 
perception of tbeir health, illness and 
causative facton is bated on many Acton 
- social, economic, cultural and environ* 
mental. From a strictly scientific poim of 
view, one may assume that those who live 
in poverty, degraded living environmem, are 
involvqd in occupations which ate hazardous 
to health, etc, should necessarily havea lower 
feeling of well being and thus com|dain more 
of ill health and illness. However, studies 
have shown that this is not necessarily so > 
the rich and well placed suata complained 
of illness more often than the poorer strata 
[Duggal and Amin 1989] or that people in 
the underdeveloped stales in India reported 


less moibidity than those in the developed 
states (NSS 1992], 

'Hiete are no straightforward explanatioas 
for the process by which an individual's 
social position is reflected in his/her health 
status. Even our bodily experiences are 
coloured by our perception of our social role 
and the definition of that state in our culture. 
Thus, a state which can cKnkally be defined 
as ‘illness’ may not be experienced so by 
the woman for whom it may be natural, part 
of being a woman. Conversely, a clinician 
may reftiae to accept a oompidnt made by 
her because it cannot be medically 
established. However, unless we are prepared 
to accept and observe both these categories 
of problems, that part of women’s morbidity 
will not emerge. It is a case of not seeing 
what we were not prepared to observe in the 
first place. 

Tboefote, any in vestigation into (he healfti 
of people necessarily encounters the problem 
of understandiiig how health and illnesses 
are perceived and understood by people. A 
stripy medical approach to identify diseases 
annng people, and a strictly sociological 
approach of accepting non-proinpted answen 
given by people on their health and illness 
would not provide necessary answen. For 
instance, a number of studies done in last 
one decade on wonMn’s reprothtcti ve health 
have found that while there is lest rqxxting 
of reproductive illnesses by women in 
surveys, on clinical examination a very large 
number of them were found suffering from 
diseases [Buoda Citizens Council (BCD)]. 

Health Suiveys 

As knowledge from more studies 
accumulates, our understanding of the 
interlinkages of socio-econoniic. political 
and environmental factors with health is 
deepened. The study of ill health in the 
community by conducting surveys of 
perceived morbidity has become an im p ort a m 
part of health research in India. NotAly, in 
the past decade, tinee attemptt have been 
made to conduct couMrywide studiei by the 
NSS (1986-87) and NCAER (1990, 1993) 
to study moibidity, health care utiluadon 
andexpendHurethRMghtheuseofhousehold 
surveys. Apart from these, numerous snudl 


scale studies have been conducted using the 
same methodology. The most significant 
among those include studies conducted in 
Jalgaon [FRCH 1986-87J, Madhya Pradesh 
IFRCH 1990] and Kerala [KSSP 1987]. 

These health surveys all recorded 
’perceived morbidity’. 'They depend on the 
peraon's perception of his/her health state. 
Perceived morbidity mfers to the repotting 
of episodes of illness occurring in the span 
of a specified time period (recall period) by 
the respondem htmfltersclf. There may be a 
critetion for identifying an illness episode 
such as restriction of physical activity, 
confinement to bed, etc. A list of tracer 
condltions/probes (hst of symptoms) may 
also be us^ to improve the rcpoitiiig of 
minor ailments. Added to the heterogeneity 
of that we find in India, there was no 
standardisation in the methodology of these 
studiei. Thus, abrief review of their findings 
indicate certain consistent trends as well as 
striking diffetences. The most remarkable 
difference has been in the quantum of 
morbidity that these studies have been able 
to record. 

In 1990, The NCAQl (1992) recorded a 
prevalence rate of 67.70 illness episodes 
(formally treated) per 1,000 persons in 15 
days in urban areas. Hiis wss msigiiially 
lower than the nual rale of 79.06. In 1993, 
In I similar study ISundar 1995] they recorded 
a prevalence rate of 103 episodes (including 
untreated illnesses) per month in the uiban 
areas. In the study [Duggal and Amin 1989] 
conducted in Jalgaon by FRCH, which was 
one of the first studies of this kind, they 
recorded a total monthly prevalence rate of 
149. The rates for males and females were 
145 and 152 respectively. In the study of two 
diitricts in MaAya Pradesh condiMried by 
the same oiganis^on [George el al 1994], 
the monthly morbidity rates for males 323 
and for femalet 296. The total moibidity 
prevalence rale was 311. In the study 
conducted by KSSP in rural Kerala [Kannan 
1991], unusually high moibidity rates were 
record with male morbidity as 203 and 
female moibtdity at 206 per thousand for a 
reference period of two weeks. 

Althaugh the rates of morbidity themsdves 
vary significantly, the gender dffereace in 
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he iqw(tlii| of mortiidhy in each caw ii 
«iy inai]|inal. The female mixWdity ralea 
i« higher by 1 to 5 per cent than the total 
noiWdlty latet in the Jilgaon, KSSP and 
4CAE^(I993) atudy. We find female 
notbidity to be lower than the total by 5 per 
enl in the Madhya Pradeih atudy. We do 
Ind that female morbidity la lower by 20 
ler cent in the NCAER atudy of 1990. 
iowever, aa thia atudy took into conaidetalioa 
illy formally treated tUneaaes, tMt finding 
inatattipriaing.It iave^r likely that a large 
jercentageofwomen’aiUneaaeagoiiiitieated. 
'olh the NCAER atudiei as well as the 
dadhya Pradesh study which reptmed 
notbidity by age and sex showed that 
notbidity among adult women tended to be 
dgher than morbidity for female children, 
ritts indicated thru women faced a higher 
iak of illness after they reached the 
eproductive age. However, no atudy had 
atempted to systematically documem the 
lature of the arUitiona] illnesses suffeied by 
ramen after they reached puberty through 
I household level survey. EvidOTtly, an 
mportant aspect of women’s health is the 
train put on women's bodies by actual 
eproduction and the resultant short term and 
ife long health problems. However, studies 
m sexual M matenud health are not sufficient 
lunderstand how women’s health condition 
hanges after they enter into maniage and 
notherbood. These do not imply merely the 
eapotuibil ity of meeting the partner's sexual 
and the biological reproduction of 
hikiten. Regardless of the other economic 
oles that they may perform, women in all 
ocieties undertake the responsibility of 
reproductive labour'. We nnist define it as 
. ‘woilt relationship’ [Harvey 1990; S] into 
vhtch women enter as wives and mothers. 
Vortien must undertake all the tasks that are 
lecessary for the sustenance of their 
louseholds. How burdensome this role 
ecomes depends on many factors, including 
he resources available to the household, the 
xpected number t>f children they must bear 
nd raise, the number of dependents and the 
exwiac and agewise division of work within 
he household. In general, u reproductive 
abour is seldom transfened to male mem- 
len of the household, adult women in the 
misebold ate often the sole members of the 
amlly toundertakethis ‘reproductive labour’ 
Chant 1992]. We attempted to use the 
misehold aurvey to explore the totality of 
omen’s health problems in relation to their 
ives and ail aspect! of their work. 

MBTIIOOOUXKML ISSUBS 

Much of the knowledge that we have about 
mmen'i health problems end their health 
arc needs hu been derived from studies 
ilh specific gnoupa of wooMn [Oittelaohn 
994). TheR have also been some effortt to 
locnmeot the pievalenoe of gender-ipedfic 


health prablema such at obstetric and 
gyiuwcological morbidity [BOCetalltfaroiigh 
clinical examination bt^ itutliet. The link 
between poor nutrition, enaenna Bid related 
morbidity too, baa been exidoied in small 
atudiea with reatiicted partkipanta. We have 
wtMiiprHH to modify the houaefaold health 
survey to place a special emphuia on 
women's health ptoUBins. 

Some significant mocBficationa were made 
In the methodology: (I) The exclusive use 
of women respondents and women 
interviewers; (2) Use of a probe list (a list 
of 14 queationa probi^ specific aymptoins) 
to elicit mote inf ormotion on women ’1 health; 
(3) Iidensive training of inveatigaton to make 
them leniitive to women’i health problems 
and the tUfficuIdes that women have in 
articulating these; and (4) Establishing good 
rapport with the women in the community 
by holding community meetingi and repeated 
contact with them brfore coiranencing the 
survey. 

Prior to the actual study in Nasik disttkt, 
we decided to conduct a pilot study in 
Mumbai, using this modified methodology. 
In this pilot study, we interviewed 430 
households in the study. The survey was 
supplemenled by in-de^ interviews with 
eight women. We selected Jari Mari area in 
L ward, Kuila, a centrally located industrial 
suburb, for the study. It is a very old, highly 
congested area with a high concentration of 
industrial units and lesidemial units. Only 
houieholds which had women above 12 yean 
of age were included in the sample. 

THBSarnNO 

According to the census, Mumbai had a 
population of 99.26 lakhs in the year 1991. 
Interestingly, the female population had 
grown by 27.13 percent in the previous ten 
yean, while the male population grew by 
only 17.34 per cent in the same period. The 
reasons for this change in the gender 
composition of the population is very 
significant. Mumbai was historically 
regarded at a dty of migrants. In 1931, there 
were 1,639 males for every 1000 females 
(sex ratio: 603) in the dty. Since then, two 
processes have been underway. The sex ratio 
has become much more balanced (1,222 
males for 1000females in 1991 oriiex ratio 
of 818) and bittlis contribute a large thare 
to growth of population. This it because 
there has been a simultaneous increase in the 
proportion of fenudet between 13-54 years 
in the total female population, i e, women 
in the reproductive age. All these statistics 
indicate that Mumbai’s papulation is 
becoming more settled, with families 
repladng the all male households of earlier 
years. 

Kurla’s sex ratio was 767 in 1991. The sex 
ratio of the census Mock no 78, Bazatgiie- 
Chutch Hall, witMn whose limits Ml the 


selected households are located, h ad an even 
lower sex ratio at 742. The sex rBlo for the 
populaUrm above six years of age in the 
block was lowest at 712. Kurla ward 
witnessed a sharp increase in the populatioo 
and density in the 1981-91 deca^ The 
density of population increased ftoffl 17,161 
persons per sq km to 43,773 penons. 

Given the large size of Mumbai’s 
population and iu heterogeneity, any sample 
that we may draw will be distinctive in some 
aspeds. The 430 bouseholds were selected 
from five differentchisteri, all located witto 
an area of one square mile. Theae clusten 
were delineated using geographical 
boundaries such as walls, gutten and roads. 
The Klection of the clusten was on the basis 
of their ‘class character', which we 
ascertained using certain indicaton such at 
the occupation of its residents, the oondhioa 
and size of their houses, the immediate 
environment outside the houses and the 
visible presence of goods such astelevisiaiis, 
refrigenton and vehiciei. Each of these five 
clusters had a very distinctive character. Of 
these two clusten were sluim located on 
land belonging to the airport authority. Two 
other clusten were ‘ebawit’ - otK or two 
room tenements built in rows alongside a 
narrow latte. These particular settlemcnti 
were what is locaUy known as‘sitting’chtwli^ 
with only one storey. The fifth ctoiter eras 
a group of apartmera blocks housed in 
multistoried buildings. 

Although all the participant households in 
the study suffer from the impaa of the 
cnvironincnta] problems so chatacteristic of 
an industrial area such IS Kurla, the iramediaie 
environment of their houses varied 
crmsiderably. Typically, in Muiiibei, one 
finds that the physical condition of areas in 
close proximity to each other can vary 
dramatically. The ‘cheek by jowl’ presence 
of high, mi^e end low inoDate teOlenieals 
is well known. Nowhem ate theatlempis to 
ptevem the detetMratian of the few feet of 
common space between houses and theefioit 
to isolate the settletitettt from the inflneace 
of highly polluted sutro u ndings as evident 
Tmle 1 
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Slom 

Noa-Shan 

Total 

Number 

Suucnre 

332 

ITS 

430 

pocai 

13.1(53) 

172(97) 

305(71) 

Non-pocca 
Water tupply 
Own water - 

119(47) 

06(03) 

125(29) 

CiMIDCCliOfl 

PibUc w«er 

5(02) 

105(59) 

110(26) 

“W»y 

Toiler tedlity 

247(98) 

73(41) 

320(74) 

OWB toilet 2(1) 

PoUk/conaioo/ 

53(30) 

55(13) 

opeas|Mne 

250(99) 

125(70) 

375(87) 


Atatr: Hpnsio hnekab an cotaM pBcemagM. 
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ai in this area. The measuresi though limpie, 
make a dramatic difference to both the 
appearance and the quality of life of the 
people. Settlements which in common tenns 
arc called ‘slums’ m areas which have 
precisely failed toimplemeni these measures. 
We decided to use this category to analyse 
our data so that we could better understand 
the impact of the environment on the health 
of all individuals, and of women in particu lar. 

Thcclassification of households into slum 
and non-slum has been done on the basis of 
our observation of the physical conditions 
of the settlements that we selected for the 
survey. Defining what constitutes a slumcan 
beamattertnvolvtngcoflsiderable confusion. 
‘Slum’ is not as objective a category as we 
would have liked. However, for the purpose 
of this analysis, we defined an entire cluster- 
as a slum on the basis of the degradation of 
the immediate environment that we observed. 
(Non-slum settlements being those which 
were characterised by covering of the drains 
adjoining the houses, paving of the common 
lanes between the rows of houses and the 
separation of the garbage dumping and 
defecation areas from the houses.) 

Using this classification, we have 178 non- 
slum households comprising of 905 
individuals. The 252 slum households had 
1,244 individuals (Table 1). The structure of 
only six of the non-slum households was not 
endiely constiucted out of cement concrete. 
While 119 slum households were not housed 
in permanent structure. The was a similar 
disparity in the amenities available. Fifty- 
nine percent of the non-slum households had 
their own water connections, while only five 
households in the slum had the same facility. 

' Bighty-two per cent of the slum household 
used municipal toilets and only two had their 
own toilet. On the other hand, 30 per cent 
of the non-slum households had their own 
toilets and only 29 per cent used municipal 
toilets. Although 41 per cent of these 
households used toilets reserved for residents 
of the chawl, these were decidedly better 
maintained than similar toilets used by 16 
per cent of the slum households. 

The status of women in these (wo gnwps 
of households also showed some significant 
dtfferences. The sex ratio in the slum and 
non-slum population in our study differed 
significantly being896and980(588and 448 
women of all ages) respectively. While 12.8 
pn- cent of the women above six years in 
nmt-shim households were illiterate, 33.1 
per cent of the women in the slum households 
could not read and write. Ofthe adult women 
in the non-alum households, 23 per cent 
were employed compared to 15 per cent of 
the women in the slum households. Thus, 
women in slums were both less educated and 
less likely to have employment. 

However, if we consider the situatioo in 
the context of ‘reproductive labour’, we find 


the women in the slum households bear a 
heavier work burden. We flnd that only 48 
households (19 percent) had more than one 
adult woman in the house, while among the 
non-slum householdi 63 households (35 per 
cent) had more than one adult womui. Thus, 
women living in theslum seldom had support 
of other adult women in the household in 
meeting the sustenance needs of the family. 
The work burden for slum women who. In 


addition to hoiiieworic, iHideitook paid woit 

was tremendous. 

MoasuxTY 

In the interview, the woman leapondent 
was asked about all the qiisodes of illness 
experienced by all the family niend>as in 
the month of June 1996. Pbllowing this, 
specificsymptomswere p robedforallAronien 
aimve the age 11 yean. The interviewers 


Tasu2 

Characteriilici Moitudity Prevalence Rales 


(Pet Month Per 1000 Individuals) 


Sex 

LivifiiE Eavirotuncfll All 

Femaiet Males 

Slum Noo-5ltim Indivnhials 


Number (Totals 2.149) 

571 

169 

429 

272 

363 

Age (in years) 

0-4 

384 

361 

429 

238 

373 

5-11 

222 

171 

230 

147 

197 

12-17 

315 

143 

289 

156 

226 

18-25 

686 

130 

510 

232 

408 

26-35 

866 

101 

550 

348 

469 

36-45 

874 

188 

509 

479 

494 

>45 

783 

160 

348 

336 

414 

No response 

667 

000 

333* 

000* 

154 

Eduenion 

Illiterate 

832 

191 

658 

453 

610 

Primary 

418 

172 

.363 

179 

297 

Sccoodary/high-school 

591 

131 

.396 

286 

347 

Matriculate 

769 

102 

306 

333 

323 

College and othen 

357 

144 

250 

207 

218 

Not applicable 

404 

346 

423 

250 

376 

Noitsponse 

500 

200 

200* 

.500* 

250 

Household siae (mean 5) 

1-4 persons (3.3) 

743 

207 

588 

319 

467 

5-7 persons (5.7) 

539 

156 

384 

267 

337 

8-10 persons (8.6) 

361 

136 

276 

223 

254 

> lOpersoiu (11.8) 

556* 

188 

667 

143* 

356 

Marital status 

Not-marned/coliabitiag 

290 

195 

289 

168 

238 

Married/cohabiting, 

850 

127 

561 

372 

481 

Widow/sepaiated/divufced 

818 

625* 

944 

.593 

794 

Not applicableAu) response 

500* 

500* 

667 

000 

500 

Uvtffg cbildren (mean-1.4) 

Nil (0.0) 

652 

- 

236 

134 

194 

1-2(1.5) 

820 


992 

550 

791 

3-4(34) 

939 

- 

1100 

709 

919 

>4(6.1) 

882 

- 

741 

846* 

775 

Not applicable 

285 

- 

286 

166 

236 

No lesponie 

714* 

- 

2000* 

143* 

556 

Earning status 

Housework 

810 

- 

971 

583 

810 

Non-camcr 

230 

171 

241 

151 

198 

Earner 

774 

127 

249 

219 

236 

Not applicable/no response 

404 

291 

387 

226 

341 

Type of occupation 

Student 

223 

171 

228 

162 

196 

Unemployed 

417 

169 

326 

108 

236 

Housework 

811 


974 

579 

811 

Unskilled and hawker 

750 

96 

338 

263 

312 

Skilled and service 

877 

144 

228 

247 

235 

Piofessioaal and businesi 

500 

67 

235* 

132 

151 

Not applicable 

402 

335 

410 

253 

368 

No mpoose 

500 

143 

214 

III 

174 

Location of work 

Own home 

^ 790* 

238* 

909 

557 

768 

Placc-to-place 

1087 

85 

365 

368* 

366 

Small esUddiaiiiiient 

705 

140 

194 

210 

200 

Large establishment/govcnunent 

476* 

115 

146 

183 

172 

Not applicable 

279 

211 

294 

170 

242 

No tetpoDse 

2000* 

53* 

250* 

000* 

ISO 


/ifoie: Morbidity prevaleace me * (aamber of ep i aodea/auinber of indlvklaaU) x 1000 
*Por these Rgares sample siae (N) is less thta 30. 
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NdeddwvertMtitniciponieoflhewottteii 
nrkwecL The renltaat data on moibkiity 
, then analyied sid a maximum of three 
4 )toini were coded for each episode from 
It of 89 symptoms. The classlficatioo of 
episodes into eight types of illness was 
I done taking into consideration all three 
qXoms. In case of doubt, the individual's 
der md age as well as the stated leason 
Uness were taken into account. Although 
types of illness are based broadly on the 
liological systems (respiratory, gastro- 
idnal tract (GIT), reproductive system), 
elt compelled to include categories such 
iches, pain and injuries' and 'weakness' 
e list. The Hnal cUusification itself gives 
letice to the distinctive character of 
nen's health problems. The reporting of 
ptoms confirmed that women consider 
e health problems as important and as 
ories in themselves. Adhering to a 
tly clinical classification of morbidity 
lid have meant losing sight of this 
eption. 

the above context, we have undertaken 
lalyse the data on morbidity gathered in 
study. The data reveal interesting trends. 

Gender 

this study, we recorded 780 episodes 
llness among 2,149 individuals m the 
ith of June. Thus, the monthly prevalence 
of illness is 363 per thousand (Table 2). 
/ever, we find very dramatic gender 
nences in this study. We find that when 
d to report illness without any probing, 
len have reported nearly twice as many 
odes of illness for themselves as for the 
; population. (Males recorded a monthly 
'alence rate of 169 per thousand as 
pared to 297 for females.) Forty-seven 
of the episodes recorded for women 
udinggirisbelow 12years) were reported 
' probing (Table 6). When we add the 
odes reported after probing, the female 
Mdity rate becomes three and a half 
3 as high (571 per thousand for females), 
revious household study (where, usually, 
gender of the respondent and the 
viewer i.s not specified) has reported 
. a laige tUffcteiice in morbidity, 
e find that in each and every age group, 
iding children below five years, female 
ndity it higher than male morbidity. In 
don to this, we find that the gap between 
; and female morbidity increases with 
y age group. While female morbidity is 
X cent higher in children below five 
t, it is264 per cent higher among females 
V 45 years In age (excluding episodes 
ided after probing), 
kewlie, we alio find a wide variation 
w distribution of ilincu among the 
rent age groups in males and females, 
mg the males, predictably, we find 
lidity to be highest among the uniler fi ve 


population (361 per thousand). It steadily 
declines among the older males before rising 
among men b e tween 36 and 4S years (188 
p» thousand). Among the eldesi age group, 
it declines marginally to 160 per thousand. 
As women are the main respondents in this 
study, it is very likely that child morbidity 
has been better recorded, while the illness 
of adult males has been under-reported. If 
we make allowance for these teportingeriDrs. 


we are likely to see the characteristic ‘U* 
shape curve in male morbidity. This means 
that morbidity at both ends of the life span 
is high. 

For the female population, we see an 
entirely different pattern emerging. We see 
a steady rise in the morbidity rues with age. 
We find that the morbidity rates among female 
children ate relative] y much lower than those 
among adult women. It can also be observed 


Tabu 3 


Sample 

Chancteristics 


Morbidity Prevalence Rates 
(Per Month Per 1000 Individuals) 



All 

Femilet 


; 

Individuals Slum 

Non-Slum 

Slum 

Noo-Slnra 

Number (Total = 3149) 

363 

684 

424 

201 

123 

Age (in years) 

0-4 

373 

400 

349 

458 

108 

S-ll 

197 

248 

182 

211 

114 

12-17 

226 

468 

161 

137 

150 

18-29 

408 

912 

342 

149 

101 

26-35 

469 

1052 

595 

95 

110 

36-45 

494 

956 

810 

200 

175 

>45 

414 

1042* 

644 

237 

123 

No teipooie 

154 

2000* 

000* 

000* 

OOO* 

Educatioa 

lllilerale 

610 

905 

608 

209 

125* 

Primary 

297 

526 

239 

204 

111 

Secondary/hich-school 

347 

704 

460 

141 

118 

Maincul^ 

323 

1313* 

629 

73 

125 

College and othen 

218 

1400* 

277 

128 

153 

Not applicable 

376 

408 

395 

438 

88 

No icspocue 

250 

OOO* 

1000* 

222* 

000* 

Hooiehold size (mean S) 

1-4 persons (3.3) 

467 

921 

519 

267 

134 

5-7 persons (5.7) 

337 

624 

420 

178 

122 

8-10 pcisons (8.6) 

254 

402 

309 

149 

113 

> 10 persons (11.8) 

3!I6» 

1222* 

222* 

333* 

59* 

MatiuU status 

Nor-manied/cohabiring 

238 

337 

227 

251 

116 

Married/cohabilmg 

481 

1026 

621 

129 

123 

Wldow/separited/divorccd 

794 

1000* 

593 

600* 

667* 

Not applicaUe/no respoose 

500 

1000* 

000* 

500* 


Living children (mean-1.4) 

Nil (0.0) 

194 

881 

250* 



1-2 (1.5) 

291 

1000 

589 



3-4 (3,4) 

919 

1134 

714 



>4(6.1) 

775 

886 

875* 



Not applicable 

2.36 

333 

223 


_ 

No respoose 

556 

4000* 

167* 



Eifniog status 

Housework 

810 

971 

583 



Non-earner 

198 

291 

167 

200 

136 

Earner 

236 

980 

613 

139 

111 

Not applicable/no response 

341 

418 

368 

.362 

127 

Type of occupation 

Student 

196 

266 

179 

194 

144 

Unemployed 

236 

529* 

143* 

229 

100 

Housework 

811 

974 

579 



Unskilled and hawker 

312 

818* 

643* 

122 

4T 

Skilled and service 

235 

1120* 

688 

142 

148 

Professioaa) and Busineis 

151 

1000* 

438* 

133 

50* 

Not applicable 

368 

406* 

389* 

416 

128 

No response 

174 

1000* 

000* 

154 

125* 

Locniioo of work 

Owe home 

768 

950 

558 

177* 

500* 

Place-to-plaoe 

366 

IIU* 

857* 

85 

83* 

Small esiablishmeol 

200 

765* 

667 

152 

121 

Large establiahmeai/govcmineni 

172 

500* 

474* 

128 

108 

NotappliaMe 

242 

323 

219 

270 

128 

No retponae 

150* 

2000* 

0* 

90* 

0* 


Note; Morbidity prevalence tUc ■ (number of e p isodes/awnber of individaab) x 1000 
* For ihM fifoiei the eample siie (N) is lea than 30. 
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that the rate* continue to rise till the women 
reach the age of 43 yean, after which they 
decline to a tmall extent Excluding data 
gathered thnwgh the use of the probe list 
does not radically alter this pattern because 
we find that women in and beyond the 
reproductive age, who report the largest 
number of illnesses with probing had alreiidy 
reported very high morbidity initially. The 
high morbidity among women in the re¬ 
productive age, which was earlieroidy himed 
at, is revealed very clearly in this study. 

To comptement the evidence from the 
agewise analysis of morbidity, we also see 
the contribution of reproductive labour in the 
rates of morbidity reported by ever married 
and never married women. Cohabiting 
women repotted a morbidity rate of 8S0 and 
other ever married women a rate of 818. This 
is in sharp contrast to the rateof290for never 
married women. Although we did not record 
the obstetric history of the women 
respondents, we recorded the number of II ving 
ddidren for all ever married women. We 
alto find a positive link between the number 
of living chiktren and female morbidity. The 
morbidity rate for married women with no 
children is 62S, while for those with 3-4 
living children it is 939. 

The effect of economic labour is also very 
apparent in the data on female motbidity. As 
the numbers of employed women were very 
small, it is not feasible to analyse morbidity 
in the context of the type of work done. 
However, even when we consider merely the 
work status of women, we And a strong 
correlation between labour and morbidity. 
In the total female population, non-earners 
(students, and non-employed girls below 12 
years) have the lowest mo^dity rates (230). 
Housewives recorded a motbidity of 810, 
svhile those women who also earned an 
income had amotbidity rate of774. However, 
when we consider women from the same 
living environment (slum, non-shim), (Table 
3) we find that women who me employed 
have higher rates of morbidity than 
housewives in the same envhonment.NiKdcar 
families with only one adult woman in every 
household is the most common family 
otganisation to be observed in the city. As 
there is nodistribution of housework between 
men and women, that one woman must bear 
theentite responsibility for running the house. 
When suchawoman seeks employnient either 
by Working at home or outsit, the strain of 
pidd work is merely added on to her existing 
workload. We find that among women living 
in shun as well as non-slum households, 
employed womrai have higher morbidity rates 
than housewives in the same group. Thus, 
the additional burden of evning an income 
tcada io increase the risk of morbidity for 
all women. 

The difference in the motbidity rates of 
women having the same work status living 


in a different envirooineni la roueb taoro 
significant tiuulhedifrete&ceinthe motbidity 
rales of housewives and esmers in the same 
environment Even as housewives, who 
teiihnically speaking, perform the same role 
in all housiriiolds, women living in shuni are 
put to a much greater risk of illness than 
employed womoi who live in a better home 
environment When these tame women take 
up employmeat our data suggests that their 
h^th deteriorates even further. 


The high mmUdlty ratei among wome 
are compl em e nt ed by the high prevalence 
specific types of illnesses (Table 4] 
Reproductive illnessea form the largectgrou: 
of ptoUems accounting for 28.2 per cento 
all episodes among females. We find thi 
I27^the 167ieproductiveepiiodei lepoftei 
by women were related to menstruation an 
child bearing (menstnial problems, uterin 
prolapse, low back ache mid lower abdomei 
pain). Re|no(hictive health tnoblems of thi 


Tables 


Type ot Illness Female 

Col Fer Cent 

Male 

Col Per Cerd 

Total 

Col Per Cent 

Reproductive pnblenu 

167 

2821 



167 

21.41 

Aches, pains 

74 

12.50 

24 

12.77 

98 

12.56 

Weakness 

6.S 

10.98 

4 

2,13 

69 

8.85 

Ftver 

67 

n.32 

40 

21.28 

107 

13.72 

RespintOfy proMemt 

11.3 

19.43 

23 

12.23 

200 

25.64 

GIT problems 

44 

7.43 

85 

12.23 

67 

8.S9 

ProMenu of sense organs 

31 

5.24 

5 

2.66 

36 

4.62 

Olhei* 

29 

4.90 

7 

3.72 

36 

4.62 

Total 

592 

100.00 

188 

100.00 

780 

100.00 


Note: Otfaen iBclude menul itteH. anxiety, pilea. Madder atone, kidney probleiiii, iavoliintar] 


UTination. diabetes, hair lots, heart problema. Mood presiure.paralyiia, tumour and unspecifiei 
aymptoiiu. 


TxauS 


Type of Illness Male (N= 1113) 

Female (N = 

1036) 


Reported 


Without probe 



Total 

Persons III 

Persons 111 

Chi Sq Sig PAsoas 111 Chi Sq Sig 

Reproductive problems 

0 

34 

.00000 


144 

.00000 

Aches, pain ttnA injuries 

23 

27 

.406 


72 

.00000 

Weakness 

2 

13 

.00278 


62 

.00000 

Fever 

39 

60 

.01148 


66 

,00207 

Respiivtoiy problems 

84 

lOS 

.03429 


114 

.00563 

GIT problemi 

23 

35 

.06076 


44 

.00366 

Skin, eye, ear proMemt 

5 

16 

.00991 


29 

.00007 

Others 

7 

15 

.0594 


29 

.00009 

Total persons repotting illneu 

174 

263 



397 


Nous: Rgutes for women are with and without probing. 





* Total number of persona - 2.149 
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Nuniber of Episodes Reported by Wofoen I 

Type of Illness 

Without 

With 

Not Total Per Cetkt Reported | 


Probing 

Probing Applicable 


with Probing ! 

Reproductive pfoMemt 

36 

130 

1 

167 


77.84 

Aches, pain a^ injuriei 

21 

47 

6 

74 


63.51 

Weakness 

12 

52 

1 

65 


80.00 

Fever 

47 

7 

13 

67 


10.45 

Rcapintoty problems 

58 

9 

48 

115 


7,83 

GTT probi^ 

22 

9 

13 

44 


20.45 

Skin, eye. ear proMemt 

16 

13 

2 

31 


41.94 

Others 

14 

14 

1 

29 


48.28 

Total persons tepotiing illness 

226 

281 

85 

592 


47.47 


Summaries of 

Age 

Age of person 




by Levels of 

NLIVCHRI 

No-of-iiv-child 




Variable 

Value 

La^ 

hdean 

Std Dev 

Cate* 

For Entire PopuhUioa 

21.6757 

15.9277 

1036 

NLIVCHRI 

1 

NU 

22.2879 

8.9902 

66 

NUVCHRI 

2 

1-2 

30.3592 

11.7248 

206 

NUVCMRl 

3 

3-4 

35.4917 

92042 

181 

NLIVCHRI 

4 

>4 

43.9412 

14.0860 

68 

NLIVCHR 

8 

NA 

09.6417 

7.8866 

500 

NLIVCHRI 

9 

NR 

60.1429 

142035 

7 


Total Cases-1036 

■I J' 'trf' 



lOve nanue are dken linked to nutritional 
sficlency problems which are aho 
Anifetied as weakness. Pain of the 
itremities which is indicative of poor 
itrition accounted for of the 74q)iMdes. 
lated to aches, pain and injuries reported 
I womea Also t^en together reproductive 
oblenu, aches, pains and injuries and 
eakness all of which are interrelated, form 
1.69 percent of all illnesses rqrorted among 
omen. Thus, we tee that these three types 
illnesses form a complex of gender related 
iaith problems. 

When we consider the gender difTerence 
thetype of illnest reported withoutptobtitg, 
B find significant tUfrerertces in the level 
morbidity in every category among men 
id women (Table 5). Women have reported 
markably hitter levels of almost all types 
illnesses. In only one cat^ory ai^. 
lins and injuries, we And that the gender 
ffetencesisnol significant When combined 
Ith the infoimation received after probing 
e correlation bet ween gender and morbidity 
creases even further. 

As anticipated, the high repotting of 
productive and related morbidity was 
hieved largely through the use of (he probe 
It (Table 6). Fbr example, only 37 of the 
i7episodes of reproductive health problems 
ire reported without probing. Fbr the three 
ender related' categories that we have 
entiAed, 7S per cent of the episodes were 
ported with probing. In contrast, not 
rprisingly, for the categories of respiratory 
ness, GIT problems and fevers, probing 
d not result in a signiAcant increase in 
porting. But we And that women reported 
gnificantly more episodes in these 
tagories as well. Thus, the finding that 
3inen reported these typesof illnesses much 
ore frequently than men it very significant, 
lit suggests that being female increases not 
erely the risk of reproductive and related 
orbidity, but also the likelihood of suffering 
im general health problems. 

ENViaONMBKT 

When we study the impact of the 
vironment on h^th, we see the most 
nsistent pattern in morbidity (Table 3). 
ving in a slum adversely affects the health 
all individuals regardleu of gender, age 
d work status. The morbidity rates of slum 
’ellen of all age groups are more than 
ubie those of their counterparts in non- 
■m households. The only exception being 
lies in the age group of 12-17 and 26-35 
an. We also And the same difference in 
imorbidity nates ofboth males and females, 
-t-workers and employed persons. The 
enll morbidity rates for slum dwellers 
se recorded as 429, u compared to 272 
non-slum dwcUen. Remarkably the effect 
tins variable (living environment) is to 
rane the quantum of morbidity for each 


group. The correlation of morbidity with 
age, gender, marital status and work status 
is maintained within the same living 
environmenL Tbus, while the morbidity 
rates for housewives in the stum is as hi^ 
as 971 (compand to S83 among non-slum 
housewives), it is even higher for earning 
women at 980. Likewise, non-slum earning 
women have a higher morbidity of 613, 
compared to housewives in the same living 
envirmunenL 

The analysis of morbidity in relation to the 
living environmetu shows the high degree 
of vaiiatkirLexisting within groups defuied 
aecordiog to work status, genderand marital 
status regardless of their living environmenL 

Although the non-slum population 
comprises 42 per cem of the sample, their 
illneu accoums for only 31.79 per cent of 
the total morbidity (Table 7). Surprisingly, 
there is no signiAcant variation in the 
morbidity pattern across the various 
categories of iltoess. In most cases the 
variation is marginal. It would seem logical 
to assume that diseases which have an 
association withpoUiUiooand lackofhygiene 
would be more dominant in slum environmem 
in comparison to other illnesses. On the 
contrary, we And (hat respiratory illnesses, 
GfT tract infections and feven almost 
exactiythe same proportion of total morbidity 
in both the slum and non-slum populations. 

We And that slum dweUen suffer more 
frequently from all types of illnesses. Overall, 
mo^dity among the slum population is 10 
per cent higher than among the total 
population. However, this increase is 
uniformly distributed across all the types of 
illnesses. In all categories of illness, apart 
from 'others’, the share of the morbidity of 
slum dwellers is higher by lOto I6percent 
than their share in the t^ population. In 
the categories of ‘aches, pain and injuries’ 
the disparity is leu signiAcant (4 per cent). 
The category of 'other' problems which 
includes a wide range of non-infectious, 
chronic health problems hu been reported 


Overall, it is a relatively miiior group (ti 
health probleffis. This Aitding suggeiu that 
living inadegraded environment costirifautes 
to a general itKieaie in ill health, rather than 
merely a rise in the incidence of spedHc 
diseasu. 

An analysis of the morbidity of women 
living in die slum shows that the morbitiily 
rates among married women is 1,026. This 
impUes that more that an episode wu reported 
on average by every woman in this category. 
Among the ever married women, those with 
I-4 children reported equally high ntes. 
Housewives and earning women both 
reported similarly high morbidity. Similarly 
high rates can be observed, whm we lotdc 
at the agewise morbidity, among women in 
the age group of 18-45 years. 

When taken together, we And that muried 
cohabiting women with children in the re¬ 
productive age who live in a slum environ¬ 
ment are the most vulnerable to ill hedtfa. 
One of the obvious explanations for this high 
morbidity in slums is the degndatkm of the 
physical environmem. Although the overall 
condition of the air, water and land in tins 
area is very poor, the effects of thoie are 
exacerbated by the congestion and hygiene 
in the slums. Slum dvrellers are brought 
more oAcn into contact with toxin in the 
air, water and soil due to the open sewers, 
unpavedlanes, impetmanem houreatiuctuics 
and the use of common toilets and water tape. 

Apart from the general hardships of Uving 
in an area with a d^raded environmeot and 
the lack of space, light and fiesh air, sromen 
in slum areas also suffer from many other 
disadvanuges. As notedeaiiier.reprodixtive 
labour for women consututesaciuciBl aspect 
of (heir work lives. The slum household as 
a workplace isundentaffed.ovenitilisedand 
deprived of the most bask facilities. We 
found that among non-slum households, 
water firomeven common taps could be drawn 
directly through plastic pipes, in the slums, 
due to the longer distance and greater number 


of users of taps, water had to be carried home 
as often by slum and non-slum dwellers, in large vessels. The open drains in the slums 

Table? 


Type of illness 


Slum 


Non-Slum 

Total 

Episodst 

Episodes 

A 

B 

Episodes 

A 

B 

Reproductive ptoblcint 

124 

108 

97 

43 

82 

70 

167 

Aches, paiiit 

61 

91 

57 

37 

120 

41 

98 

Weaknm 

4« 

102 

40 

21 

97 

29 

69 

Feven 

73 

100 

62 

34 

101 

45 

107 

Respiratory pnUcim 

137 

100 

116 

63 

100 

84 

200 

GITprobleiiia 

46 

100 

.39 

21 

99 

28 

67 

Prohlemt of Kaae organs 

27 

tto 

21 

9 

79 

15 

36 

Othen 

18 

73 

21 

18 

159 

15 

36 

Total 

534 


4S2 

246 


328 

TWO 


Atowj: Coinmoi A indicate the vaiiatiM in the pattern of moibidhy for each living eaviraamHH (aMB 
=100), iorexanple, 100 iadicnesthw‘fevers'constitute the lamepropertioBcfnKithi di tyhi 
the tlnm population as in the total popniatioa. 

Colamni B iadicafe expected fteqaeaciet fbr each type of moibidiiy. 

Othera iaclnde aiea t al iticat, anxiety, pilci, bladder itoae, kidney prahkna, iavolamMy 
urination, dlabeiBa. hair loaa, heait pnhle^ blood pRMure. paralysis, tomoar and M^ecifled 
tymptami. 
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were inverieMy dogged with eolid watte 
thrown into them and had to be frequently 
deaned by the women thenuelvea. Due to 
the long queues at the nninidpal toileu, 
small children were made to defecate outside 
the house and the women were naturally 
responsible for cleaning the place after that. 
In the absence of spedfied area for garbage 
disposal, women had to be vigilant against 
the dumping of waste near their houses by 
others. As the lanes were not paved, the 
house was surrounded entirely by dirt and 
sludge. The women fought a constant battle 
to keep these out of their houses. The 
environment of the slum makes it necessary 
^ for women to undertake a heavy burden of 
work merely to make the house livable. 

Employed women in slums were either 
home based workers or worked in the small 
industrial units close by. Thus, they were 
exposed to an additional degraded environ¬ 
ment through their paid work. They also 
faoedaheavier work burden bccauseemploy- 
meitt does not free women from the responsi¬ 
bility of housework. Thus, we find thtt they 
suffer from the highest level of morbidity. 

Tills finding has a very important 
implication for the understanding of urban 
he^th problems. The high morbidity among 
slum dWlers, especially women, impresses 
on us the need to study 'slum' not merely 
as a physical environment, but also to examine 
the social, economic and even psychological 
pressures that these communities and their 
women face. Our field experience made it 
evident that destitution was not a widespread 
probtem, even among the slum households. 
We found that, by and large, the households 
did not face any threats to survival. The 
incomeof all the households seemed adequate 
to fiilfiU the basic needs of food, clothing 
and shelter. What the slum households did 
experience was relative poverty as they form 
the margin of a highly developed and 
relatively prosperous urban economy. In the 
Indian context, the effect that relative poverty 
hai on both the perception of illness and 
actual morbidity has never been explored. 

CONCLUStON 

Although, being a metropolitan city, the 
situation in Mumbai is very atypical, this 
study highUghted certain very interesting 
aspects in the methodology in health surveys 
and in the ia^er study of women’s health. 

This study indicated the gender-blindness 
of household level health surveys. When no 
impoftance is attached to the gender of the 
respondent and interviewer, the levels of 
tnoibidity rqiorted for both tnales and females 
are ahnott similar. Due to the modifications 
that we madetin the methodology, we were 
able to record a significaiitly higher burden 
of morbidity among women, all the 
iixxlifications that were made rnutt be viewed 
in totality. It is not possible for us to estimate 


thecflect ofttiyslngleiactor on dier^Oftiiig 
of women's morbidiiy.Tlieofai^veofthe 
study was to create an enviromnent which 
encouraged women to feel unMndefed to 
speak about theirhealth probiems even while 
a deliberate attempt was being made to elicit 
information ttMut unrqpotted illneu Itarough 
the probe list. This impressed on us the need 
to be sensitive to women’s perceptions about 
their health problems. Purely medical or 
even sociological categories of illness would 
prove inadequate to record the complexity 
of illness perceived by women. Although 
this fact has been stressed in almost all 
qualitative micro-studies on women’shealth, 
an attempt was made to integrate these 
insights into a quantitative study. 

Knowledge about the factors which 
influence the perception of morbidity is 
deepened as the experiences of more and 
more studies accumulate. The relationship 
between the conscious demand for health 
care and (he reporting of morbidity has been 
well established. Health care acquires a 
greater significance for households after the 
most basic need for food and shelter have 
been met as we encountered here. With 
changes in the level of development, the con¬ 
cept of illness too undergoes transformation. 
Economic development generates demand 
for goods and services which hitherto had 
never been felt or articulated. Ithas also been 
noted that the demand for health services 
increases with increasing economic 
development. In India, particularly in 
Mumbai, this demand is met primarily 
through the market which itself creates an 
acute awareness of health problems. There 
are no great variations in ‘health awareness’ 
among the different classes and among men 
and women due to the widespread exposure 
to media, the pervasive presence of health 
services and higher levels of education. 

Thus, this analysis on perceived morbidity 
mutt be put in a relevant context. This pronqxs 
us to re-examine the relationship between 
morbidity and the pressures of urban living. 
As stated earlier, morbidity is not merely an 
objective health indicator. Although, it would 
be wrong to automatically assume that actual 
morbidity is higher in Mumbai than in other 
parts of the country, the consciousness of ill 
health is certainly very acute. We find a 
population which isreportingan increasingly 
lower sense of ‘well being’. Wc also find 
that the pressures of living in a marginalised 
community such as a stum are reflected 
shar|dy in the reporting of morbidity. This 
also prompts us to explore fwtber into the 
health consequences of poveity^or those 
who live on die social margins of the city. 

In the context of our analysis of 
reproductive labour, this study points to a 
strong relationship between women’s work 
lives and their health. No study of work and 
health among women can. afford not to 


explore the bnwboM u a woritplaoe. For 
90 per cent of the woflMB ^ this caieX the 
household b the site where they engage in 
thetaskoffiilfUlfngthehousefaold’secoiioinic 
as well u biher needs. That all married 
-women (and those with children more so) 
reported significantly higher morbidity than 
other women is an indicator of the additiona] 
burden of morbidity that reproductive labour 
imposes. That this task becomes more 
demanding on their health within a degraded 
environntem is very evident This study paints 
towards a need for more systematic study 
into women's health problems in relation to 
their work. Just as we observe the changes 
affecting other areas of work, in terms of 
techiwlogicai changes, changes in labour 
organisation, etc. it would be incorrect to 
understand ‘housewoik’ as an unchanging 
routine of tasks. We must understand how 
the nature of reproductive labour is 
transformed by changes in the larger world 
which surrounds the household where it h 
undertaken. This would give valuable intighu 
into the study of the health problems of 
women, who labour both in and outside the 
home. 

[Thb paper is based on a ttitdy conducted by 
CeiHie for Enquiry in Health and Allied Themes 
with financial support from the MacAnhur 
Poundation. We would like to acknowledge the 
coMributions of our colleagues in the research 
team, Sunil Nandtaj and Ruposhn Sinha. We would 
also like to thank Anant Pliadke and Ravi Duggal 
for their guidance, and all memben of our Reid 
leseateh team - Ratna, Jayo, Aarli, SaviU, Vijaya, 
Chhaya. Smita, Sunila, Mangala and ManMia.] 
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W<Mn^ Work and Health: An Interconnected Web 

Case of Drugs and Cosmetics Industries 

SaJata Gotlioduu' 

This article looks at women workers in conqmnents of the health industry - drugs, cosmetics and toiletries 
industries - to examine the relationship between their paid work and unpaid work and on the health consequences 
of the combination of the two. Whether ‘work’ is recognised as such or not, its impact on women’s health is 
telling. 


I 

Introdactioii 

WOMEN'S status. It has oflen been argued, 
is an indicator of the level of development 
of particular societies. Women’s workforce 
participation rates, on the other hand, are alto 
related to women’$ status. These assumptions 
are seriously under threat with the unfolding 
of several processes at the level of the 
economy and households, if not even earlier. 

The thesis of feminisationof the workforce 
globally has also been challenged on several 
grouttdt [Elson 1996]. One such basis is the 
questioning of the quality of work women 
engage in and under what circumstances. It 
is not quite sufficient to argue that “it is better 
to be exploited than not to be" [Deshpande 
1994]. What one needs to seriously ques¬ 
tion is the underlying relations and the 
assumptions in the labour market and in the 
housetold-decision-making processes that 
assign particular types of work to men and 
women. This is as true of paid work as of 
unpaid work. While looking at women and 
health issues, we need to consider the 
sUuctural nature of women’s work and the 
totality of this work - in its multifarious 
roles, activities, the time spent as well as the 
i ntensity of this time. This relates to women’s 
paid as well as unpaid work, whether work 
it recognised as such or not; whether the 
impact on health is physical or mental. 

In this article we will look at women 
workers in the health cate industry and at 
the relationship between their paid work on 
the one hand and their unpaid work on the 
other at well as the health issues they face. 
Health care industry here includes those 
industries that produce medicines, soaps and 
detergents, toiktries as well at cosmetics. 
The data on which this article is bated is part 
of a large rcMarch project titled, ’Women 
Workers and Organisational Strategies’, 
which examines the response of women 
workers in five industries to the changes 
taking place in their work, household and 
community over the last decade. 

Paid WouK 

The diviaioa of the workplace into male 
and female spaces has been the subject of 
1 great deal of debate in fmninist literature. 
As Cockburn said long ago. “it it not only 


people but also machines and workplaces 
that are gendered" [Cockburn I983j. 
According to Roldan, a sexual division of 
labour is embedded in each social and 
technical division of labour. Each 
technological innovation experiences a 
process of ’gendering’ when defined as 
feminine or masculine. Men and women 
tend to participate in different spaces, shops 
or sections in a factory when they usually 
operaWseliipdlffeivntphysical technologies 
that apparently require skills or knowledge 
also (kfined as male or female. As feminists 
have shown, horizontal divisions do not 
necessarily indicate a ‘natural’ comple¬ 
mentarity between women’s and men’s jobs 
or functions, but are usually accompanied 
by “a vertical sexual division of labour which 
is the main cause of the tremendous wage- 
gap and other hierarchies found between 
thm at work" [Roldan 1985]. 

At the level of the factory, jobs are closely 
related to the designation of the worker. The 
designation of a worker indicates both her 
job description as well as her status in the 
hierarchy on the shop-floor. For example, 
the designation of a ‘helper’ indicates a 
much lower and less responsible work content 
than that of a machine operator. Hence though 
designation may not be the same as gradation 
in terms of its connotation vis-a-vis pay 
levels and skills, they arc connected. 

Our discussions with the workers - men, 
women as well as with the management 
reveal that in most companies, men and 
women are Involved in fairly distinct types 
of operations,'though there are some which 
are common to both. Women work mainly 
in the packing sections. A few women ate 
employed as sweepers; the area of sales has 
been completely contracted out to agencies 
which recruit women and men on a daily 
basis. Women are not found in the 
manufacturing, chemical or engineering 
departments; nor in the warehouses or 
kitcbens/canteens. Most of the plants in our 
study show this pattern. In the Indian 
subsidiaiy of the American pharmaceutical 
company, Parfce-Davis, for example, the 
departments where men work are the 
following: (1) the maintenance department, 
which looks afterthe repair and maintenance 
of machinn; (2) the chemical plant which 
maufactuies the bulk drugs and formulations; 


(3) case-packing which is heavy work and 
involves the shi Ring and liftingof very heavy 
boxes in which bottles or tablets are packed; 

(4) as chemists in the quality control 
department; (5) in the canteen; (6) in the 
security department; (7) gardening; (8) house¬ 
keeping; (9) as medical representatives; and 
(10) in the middle and top manageraetU 
levels. Women work mairily in: (1) the 
packing department; (2) as chemists, (3) as 
clerical workers; and (4) There is just one 
woman medical representative who has been 
recruited on a contract basis. 

U 

Contnidictot7 Dbeossraea 

There are at least four major actors in the 
construction of this sexual di viskmof labour 
in these units and in the industry as a whole. 
The four actors are: the management, the 
women workers, the men workers and the 
unions. The perspectives of these four actors 
were neither consistent w ith each other nor 
with themsel ves all the time. The tfiffeieaces 
in these perspectives emerged dependingon 
the issue being discussed. We wilt go into 
these with each of the actors. 

Management Perspective 

In a sense this could be the most deter¬ 
mining one as the recruitment policy of the 
unit woulddcpend upon the mannerin which 
managements perceive who it is that should 
be deployed to do the particular type of tasks 
in the unit. 

Gaffarbhai of New India Soap Company,' 
a non-power soap unit, which employs no 
women at all says; “All the work hm is 
manual. We only employ men as men are 
multi-purpose woikers. They do the mixing, 
the cooking of the soap, the embosring. the 
packing, lifting of heavy weights, lomhng- 
unloading and so on. Womn cannot do an 
these operations.” Besides, ‘Mick is always 
the problem of space. Most woiken in our 
ton of units are male migranu from Uttar 
Pradesh. Their families are in the village. 
The sexual behaviour of these men it highly 
improper.” Thirdly, “the manual process is 
unptedictahle and it may lake tev^ boon 
- up to late in the night, when womn caanat 
be made to work.” 

According to Haibans Singh of Qupta 
Soaps, “the production of lamuky »"rf 
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requiiei nwcb niore bavy wolk. Wooni cao 
odyik>|Mckin( troi1c.'*Alfo‘'you need more 
ipaoe if you employ more vmnien". 'nuhar 
Savlaof AlfaCosinetictsayt: “Wegiveheavy 
woik to boys and packing woifc to girls.” 

Patel of P and B phaimaceuticali says; 
“Women are by their nature better workers. 
Or may be they are trained to be consdendous. 
They will not rebel if the work they are 
itqtposed to do is bad or boring. They do 
not get mixed up in politics. They quietly 
do their work. Boys tend to shitk work much 
more. But women cannot do all the work 
that boys can. So we have a mix of workers.” 
However, the mix is rather uneven, in the 
wockforce of about 150, there are less than 
30 women workers. This, Patel explains by 
the fact of women's limited capacities. 
However, when there was industrid unrest, 
women had doubled up for men as very few 
of the women had participated in the strike. 

The manager of Bio-chem had a very 
different story to tell. “We had recruited 
women because they would act as a stopper 
on the onion activities of the men. The large 
majority of our workforce consisted of 
women. Aixl we were {Hoved right... up to 
a point Initially women were not involved 
when a communiit union was brought in by 
the boys. The women stood by us and did 
all the work. But then somehow the boys 
succeeded in getting them involved. And 
then... the women were the worst... Vou 
should have heard the abuses they were 
hurting at us. Since then we do not have any 
women here. Besidea, the nature of our 
activities changed drastically. We deal with 
bulk drugs more and the work involves 
loading and unloading and work with heavy 
drums than bottles and strips.” 

Kantilalbhai Shah of Glamour, a small 
unit produd ng soaps for five-star hotels says, 
“Eaiiier we had oiily men - over 25 of them. 
But we had to shut down the unit due to very 
intense labour trouble. The unit was shut for 
over four years. We reopened it with just 
a workforce of nine woikeis-six women and 
three men. Women do all the work that men 
do.There iscotnplete rotation and ftexibility." 

Male Workers 

According to Shinde of Roche 
pharmaceuticals, a large pharmaceutical 
company, “Women are not trained 
prof^onally to do most of the jobs that 
we sre trained for like that ofboiler attendant, 
electrician, all the engineering jobs, working 
on emtain machines and so on.” Says 
Vellayudin of Alfa Cosmetics, a small-sc^ 
soap making unit.“Women are best at 
packing. Men feel bored and restless doing 
the same thing day in and day ouL Our jobs 
require moving around in the factory; they 
must stand mtd wrap all day." Kisan Pawar 
of Bmntwy Tensidn, another small-scale 
unit says, “In this unit men woe permanent 


woikers. We do all the cote woik. Wooea 
come and go. They can only do packing.” 

Women Workers 

Says Treesa, who used to work in 
Hindustan Lever, “Earlier women did all 
work. The work on the soap line was veiy 
difficult - all maiuial. Then the Rose machines 
came in. And the work was considerably 
I ightened. But women were replaced by inea 
Me weregiven special training; women were 
not. We never did understand the logic." 
According to Sandhya from Bugnun soaps, 
“We did all the work the men did. In fact, 
we did it faster and so we asked the 
management to put us on pieoe-rate wages 
than on bourty rates as we were confidem 
that wc would work faster and hence nuke 
more money than if we were on time-wages. 
The men continued to be on time-wages." 

Mangala is from Sasa, a unit linked to 
Reliance, but purportedly, a women's co¬ 
operative. She says. “We see the men flitting 
inside of the luut to the outside and the 
other way around. Thq^ are supposed to be 
doing the work of loading-unloading. Yet 
once the raw materials are inside, we do the 
loading imo the machines. Besides, we take 
care of the entire process as well. But we 
are piece-rated and not officially worken, 
while the men are monthly rated and legally 
they are wotkeis, with all the rights that 
im^ies." According to Sushma of Geoffrey 
Manners-Wyeth, “the work on the new carton 
machine is very difficult Women cannot do 
it We demanded that we need a man on the 
line." 

The Unions 

Ajgaonkar, earlier the genoal secretary of 
Parke-Davis says, “Women are good 
workers; but they are good packers. They 
cannot do anything more." According to 
Franklyn, an office-beaier of the Hindustan 
Lever Employees Union, “Women are not 
trained to woric with machines and things. 
It is not their fault thru they cannot work on 
them”. Bekre, earlier the office-bearer of 
Procter and Gamble Employees Union, 
“Women sre not serious almut their work. 
Ihey want (0 run home as soon as k is 5.15 pm. 
The company cannot idy on them for aner- 
gendes aa th^ can on men; nor can the union". 

There arc several strands to this diacourse. 
Theae are not all uniform nor are they all 
in the latne diiectioiL They are what Amrita 
Chhachhi and Renee Pittin (1995) call 
“thifting and contradretory tfifoourses". At 
one level is the tensioo between‘heavy work' 
and ‘boring work’. 'Heavy won’ is 
something that men do while women are 
‘naturally’ disposed towards ‘boring won', 
wbich is not the realm of men. These are 
two totdly separate spacea inhabited by 
people of two separate genders. In reality, 
they do tend to intermix and interpe ne trate, 


as who) there is an all male woikftiRe as 
In the case of moat non-power aoap units or 
when men are more Involved in industrial 
disputes than women, like in Biochem or 
P Old B or when men and women do Identica] 
tasks in different slois in terms of paymnt 
systems as in Bugtum. Yet the perception 
is that this canonly be a temporaiy situation 
where women do the work of men, while 
mendoing'women’s woric’may bbpennitted 
in certain circumstances, also because the 
circumstances theinsel vet trs ns fonn the work 
to that of men's rather thui women’s work. 

In the work by Chhachhi and Pittin (1995). 
“malediscourseson work also acknowledged 
the similarity of tasks”. However, in our 
research, men workers by and large refused 
to see this similarity. This was possibly also 
due to the fact that in several units, tasks 
were almost totally gendered. But also 
possibly because, unlike say the engineering 
industry, in these industries, most of the jobs 
were so akin to what are largely ermsideted 
'women's tasks’ that it was only by asserting 
the differences between men's and women's 
tasks, could the men assert their own Identity. 
The unions seem to be reiterating the 
perceptions of the men woikers. 

Unfortunately, it was not the male woricets 
but the management who did seem to partially 
recognise the women woikers' sidlls and 
competence at woric. The managements per¬ 
ceived this similsrity of men's and women's 
tasks in terms of the content. They however 
seem to make use of this simiMty while 
consistently re-establishing the so-called 
differences. This was possibly a way to 
leinfarce the male identity of the male workers 
as well as keep women in their place. This 
however did not keep them from exploiting 
the similarity of tasks when the need arose. 

Women worken were the ones to feel this 
similarity much more strongly as well as the 
injustice involved in the deni^ of it not only 
by the managements and the men woikers, 
but also by the unions. However, for some 
women woikers, a link was constantly re¬ 
established between heavy work, nrachines 
and masculine physical strength. We will go 
into this aspect of the perceptions of the 
women in the case-study of packing lines, 
which till recently was tte all-female space 
in the prothiction proceu of these indushries. 

The second strand is of tntiniiig. There are 
two aspects here. Worken trained before 
they enter the workforce and on-the-job 
training, it has often been remarked that 
industrial training institutes with courses 
like lathe operation, mechanics, and other 
technical 'trades’,lendtotUscowagewotnen. 
This is the case in the 1990s ns well. This 
may not be true of private institutes, which 
are too expensive ter working class girls to 
avail of. However, what TreM points out 
In the case of HLL is that svhUe tte women 
were doing the tough jobs, when it came to 


WS-46 


Economic and Political WoeUy October 25,1997 



tejobi bdogmeduniied, wookd wcrenot 
ghm a dxMe to tnln thontelvet and they 
wen later diicrlminated againit by the 
man ai Mii e n t to the extent that there it not 
a da^ woauo in the HLL plant that Tteesa 
is referring to. 

Space or lade of it leema to be a ptoUem, 
eqiedally in the imaU-aeale units. Here the 
leamdng is obviously not that‘women need 
more space’, as it prima Csde sounds; but that 
if the two sexes are to woik together, more 
space would be needed. The choice then is 
to leave women out; not to leave nten out 

Here one would need to describe some of 
these ‘woitplaces’ from where women are 
excluded. Very briefly, these are tiny sheds, 
falrty dark; often the floor Is unpaved. The 
‘cooking’ of the soap takes place in large 
utensils, big enough to fill the entire room. 
The fuel is wood and other material that is 
put in a pit under the utensil. The workers 
have no intermittently stir the mixture. In 
some of these workplaces, in one comer of 
it, workers cook thdr own meals and live. 
These an workplaces that seem unfit not 
only for women, but for all human beings. 
This points to the nature of the industry and 
the policies of the government which have 
faiM these workers. Here is a case where 
women are protected out of jobs and men 
denied any protection. 

This ‘prot^on of women out of jobs’ has 
taken the form that since the 1970s and in 
some plants even in the 1960s managements 
had stopped recruiting women. A large 
number of women who were then recruited 
are almost on the verge of retirement; some 
have already retired. Others are one of the 
foci of managements when they design their 
voluntary retirement schemes. Thusover the 
yean there have been fewer and fewer women 
working in the large pharmaceutical plants 
[Oothofkar 1997] 

This is also due to the notion of women's 
abilities and women's work prevalent in 
managemem psychology as well as in popular 
imaginatioa. Often, the manual work women 
do both at the workplace as well as at home 
is more heavy as well as requites abilities 
of thinking and co-ordination than some of 
the work on machines that is denied to them 
simply because they are women. 

Women’s resistance to some of this work 
is partly due to these nodons; however, partly 
alw because they cannot afford to take on 
heavy work also in the woikplace when they 
are doing it all the time in their own houses. 
Treiniitg and gender is one strand that links 
woikidaces and the labour market with 
households and the hierarchies within those. 
Workplaces or the labour market is not the 
onlyaiie or even the first arena where women 
arediictiinlnatedagainat. Accen to training 
or the lack of it is a pneeu that confronts 
girls and women long befixe they ttm the 
labour market. This is an area where 


honiehokii play • rale In peipetiHling and 
' aggnvmiiig gender disctiffliiiatkm. 

HogtAacmsAtiON OP Ftexniurv 

One important reason for the employers 
of large-scale uniti to make this choice is 
the erkiffi drive for a flexible workforce. By 
and large, workers by thdr definitioa are 
flcadMe. Industrial or for that matter 
any collective socialised workisnot possible 
without the flexibility of foe workers. The 
debsteis not about flexibility ornoQexibiliiy; 
it is rixNJt the drive for more and more 
flexibility and the agenU of more versus less 
flexibility. It is in this context that 
managements are gradiag and hierarchising 
agents of flexibility. For women their 
employmeiit is but one aspect of their work- 
life. An important aspect of their work-life 
begins when they do back home ftt>m thdr 
factories. “We cannot afford to be drained 
out and half-dead when we reach home. We 
have our second shift out there*', says a 
woman from Parke-Davis. This is also one 
important reason why women insist on 
transport facilities to and from home rather 
than tranapoct allowance, whkhgives money 
but not the ceitaiiay of acomfortable journey 
from home and from work. 

Men are also known to work more on 
overtime (which in the organised industry 
gives double rates of wages) than women. 
Unfortunately, these are predsely the reasons 
why in the organised sector women are 
considered to he less flexible than men and 
why men are more favoured as employees 
than women. Secondly, women have learnt 
from experience that they are valued only 
when th^ are on their own two feet. Falling 
ill ftequentiy is something women cannot 
afford. They often cannot afford to be choosy 
about the quality and quantity of food and 
nutrition th^ cm have access to. This is also 
true when women themselves have some 
control over foe production and distribution 
of food. Thdr only chance is to apportion 
effort in a matuier they consider and are 
allowed to consider as rational. 

It is often the complaint of the management 
and somdimes also of the union that women 
Mke more holidays and leave, including 
unpaid leave than men. One reason for this 
is that it is women who are responsible for 
the care of the sick and old in the family, 
especiallychildnenaadold parents orparents- 
in-law. But often women feel the need to 
balance thdr exhaustion with some minimal 
rest by taking an ofr in bdween. Says a 
woman employee working in Nicholas 
pharmaceuticals,'The management is quick 
to point out that women emne to work late 
and are eager to leave early. But what about 
the time In between? Men roam around, chat, 
talk about investments and do all sorts of 
things. Once we are here, we belong to foe 
company; that is also why we fed more tired. 


These qualities of oun are merely taken for 
grimed; while our so-called drawbacks are 
hdd against us.” 

According to an experienced male unkMtft 
of foe engineering plam of Siemens, when 
new machines ate introduced, foe work 
methods and workloads undergo dmmatic 
changes. For examptje, when the new 
moulding machine was introduced, Ihespeed 
increased from 120 strokes per minute to 360 
strokes per minute, an increase of 200 per 
cent. This meant a drastic increase in foe 
number and speed of operations wotken had 
todoandariercciittensilyofwark. However, 
the workers, all male, ndtber objected to tins 
increase nor did they insist on changes in 
manning levds. This feature was common 
to most of the all-male workforces we 
discussed this issue with. 

Asked why this was so, many uniooifts 
fdt that possibly the staminaof men is greater 
than that of women. Secondly, the idea of 
machismo dominates the actions as well as 
the inaction of men. Thirdly, for most men, 
their job is the only avenue where they exert 
then^ves. Their employmcm is a very 
crucial identity for most men in idnns of a 
public recognition of their capability; this 
isunlikeihe other identities that define women 
both publicly and privately. 

This however is not the case with foe 
women in small-scale industries, where 
employment is insecure and the wage levels 
so low that they are extremely vulnerable 
otherwise they would not be workinginsueb 
a situation to begin with. Not that women 
in insecure employment have no ofoeridenlily 
but that of a wo^er; but often in the face 
of demands of employers, they have no 
choice but to submerge that identity,« great 
cost to their family life, their leinire time 
and their health. 

Thus the hierarchy of flexibility from the 
point of view of managements is as fbllowK 


Least flexible Organised women worken 
Organised ^nale woiken 
Unofganis^ male worken 

Unorganised women 
workers 

Most flexible 


Hence the well known and well- 
documented phenomenon that the mqjority 
of women employed in the non-farm sector 
are actually in the growing informal secton 
of the economy. working mther as WxMren 
and servanisor as petty produoen and tmdeta. 
Apart from their work being extremely tiine- 
consuming and heavy, it is also foe moat 
deprived in technology and capital mputs. 
Technological matginalisaiion of female 
work is endemic in both agriculture and the 
non-agricultural informal sectors and 
accounu for the gender g^> in wage imet 
(Swaminalhan 1997], 
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Waob Discuminatiom 

ThU it made wane when the actual 
production process as well as policies of 
ncuritment are not the only arenas for 
discriminating against women. Por example, 
the W8ge>leve)i of women are much less than 
not only what they need, but also less than 
what is due to them as per the law and less 
than their male colleagues who often do 
almost comparable type of work. 

A surprisingly large proportion of women 
in our sample were being paid much less than 
the male woricers of their units. Over 69 per 
cent of the women in pharmaceuticals and 
about 83 per cent of the women in soaps- 
cosmetics were being paid less than the men. 
Only 22 per cent of the women in 
pharmaceuticals aid 13 percent of the women 
in soaps and cosmetics were being paid 
wages equal to those of the men in their units. 
The test of the women did not know the 
comparative wages at all. A small proportion 
of tlK women in the large multinational 
companies received more wages than the 
avenge wages of the men in the unit This 
however was because in these units, female 
reciiiitmeni stopped much earlier than the 
recniitment of ^ men. Thus women on an 
avenge have greater seniority than the 
average male in the unit. 

There was not a veiy striking trend in 
terms of the relationship between the lower 
wage scales of women compared to the men 
and the scale of the units or even in terms 
ofihe two industries. In pharmaceuticals. 77 
percent of the women in small units, 62 per 
cent of the women in medium units and 74 
per cent of the women in the large uni ts were 
paid less than the men. In the soaps-cosmetics 
imhistry, 84 per cent of the women in the 
smaU units, 92 per cent of the women in 
the medium units and SO per cent of the 
women in the large units were paid less than 
the men. 

Why were so many women being paid less 
than their male counterparts? Was it 
something to do with the differences in the 
qualiftcarions and skills b et w een the two 
genders we wanted to know. Not even 3 per 
cent of the women felt that could be the 
reason. The largest number of women felt 
that 'worker status’ was the most important 
reason. This included the fact that more men 
wer e permanent, that more men than women 
were senior in the unit and so on. The second 
most important reason given by the women 
for this difTetence in wage levels was the 
arbitmy decisions and policies of the 
m ana geme n t A large numbwof wo men also 
felt that the productivity levels of men were 
higher than thoae of women. One of the 
reasons for this obviously was the fact that 
men were working on different jobs, 
especially on mechanised processes. The 
other reason mentioned was that men were 


more ready to work till late whenever atdeed 
to (fc> so. This again brings us to the question 
of flexibility and definition of a worker by 
managemems. 


As Naila Kabeer puts it, **11)6 different 
levels of skills,complexity and responsibility 
used to define organisational hierarchy are 
seen as products of organisaiiciMl logic father 
than expressions of management values and 
preferences. However, these abstract 
categories are constnwted on the premise of 
a disembodied worker who exists only for 
the job” [Kabeer 1994]. 


Sexual Hasassment 

Women workers face other types of getida- 
specific forms of discrimination and 
oppressions at their place of work as well. 
A severe problem women workers face is 
that of sexual harassment. This is one of 
those probiems-that only women face and 
it is probably one of the few problems that 
may be perpetuated by not just the employer 
or the manager, but by the very people who 
are her workmates. Hence it is also something 
tiuu women prefer not to talk about. 

Hence it was surprising that S6 per cent 
of the women workers in the pharmaceutical 
industry and 39 per cent of the womoi in 
soaps and cosmetics actually admitted that 
they had experienced verbal sexual 
harassment - men whistling at them, making 
vulgar jokes and comments in a way that the 
women would bear it, and so on. Four per 
cent of the women had experienced visual 
sexual harassment - pictures and writings 
on walls, on toilets, on paper that is strewn 
about deliberately. Forty-four per cent of the 
women had not experienced any sexual 
harassmenL Most of them however said that 
they had heard of other women having 
experienced it. Some of them said that they 
had been harassed by men in the industrid 
estate but not in the unit they woiked in. 

In terms of numbers, verbal sexual 
harassment seems to be the main form of 
harassment that women confront The most 
common site of this seemed to be the medium- 
scale pharmaceutical units <62 per cent) and 
the small-scale soaps-cosmetics units (52 
percent), though women working in all (he 
other types of units had also experienced this 
and other types of harassment. 

Verbal sexual harassment is something 
Out is generally very common and also a 
form that the women may perceive of as 
‘least defiling' as it is furthest from bodily 
contact or physicality than the other forms. 
Though many women talked abgut sexual 
harusmem as a regular occurrence, there 
was also an underiying thread of the ‘type 
of women’who are harassed. Thus itislikely 
that women s h are a gui It of‘not bei ng proper' 
when they themselves are haras^ ThU 
may be one reason for the relative reluctance 
to taJk about sexual harassment as a problem 




they ihe nu e l ve i face. TbU is more tnie of 
physical and visual foniis of KansanMnt 
than vertwl harassmenL 

PaotLEMs Women Faced at Woax 

The problems women workers face while 
doing the work, i e. production-pfocas 
related problems are closely related to the 
manner in which production is organised, 
the 'manniiig' leveU on the production line, 
the cdntrol or otherwise on the speed of the 
machines and line-ipeeds by workers, it also 
depends on the seriousness with which the 
management and sometimes the union deals 
with issues of health and safety at the 
workplace. Unfortunately, this is a much 
negtoiried area by both the management and 
the unions at the peril of the workforce. In 
our sample this has been adequately brought 
out as there is a near concentration of all the 
five responses sought on the question of 
what the women felt were the most important 
production process-related issues they faced 

The concentration ison ‘dangerous work' 
especially in the soaps and cosmetics industiy 
where 88 percent ofthc women felt dangerous 
work was an important issue. In all the 
questions on problems faced, the women 
were allowed five answen to every question 
In this case, out of the five answers in two 
of (hem 88 per cent and 49 per cent of the 
women said that dangerous work was the 
most crucial problem they faced. In the 
pharmaceutical industry, 'dangerous work' 
is also an important problem - 41 per cent 
and 43 per cent of the women said so 
However, the most crucial issue facing 
women in terms of working conditions in 
t))e jrftarmaceutical industry is the problem 
of increased or impossible worktops - 56 
per con, 85 per cent and 21 per cent of the 
women gave this as their answer. Postural 
problems was another troublesome area for 
the women - 50 per cent and 38 per cent 
of the women in pharmaceuticals hiut faced 
this problem. than 3 per cent of the 
women had faced 'no probtems’ at all. 

Some of the conditions of work are such 
that they need to be radically revamped in 
Older that work has even a scmUance of 
humaneness. There are other types of 
proMems that can be taken care of by mcR 
sensitive planning and by following 
democratic noims, which include taking 
workers' into confidence whiledeslgnlngor 
renovating the workplace or setting wort 
nonns. Ttiis is where ilw concept of‘worker-j 
oriented flexibility’ may be of some use, 
This ‘worker-oriented flexibility' may nm. 
necessarily sacrifice on productivity and. 
profits; i n some cases it might enhance botli 
However, a commitment lo such u 
orientation may demand at leaat te-lookint 
at some of the management practices tiri 
have been taken for granted and coiuideit^ 
managenietil prerogatives. One case in pout 
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is the arrangeincnt of flexible practices - 
rotation - that was largely at the initiative 
of the women and was so well entrenched 
in the pharmaceutical industry till very 
recently. 

Physical CoNODiONS 

The second set of infonnation obtained 
was on the problems women faced in terms 
of the physical conditioos at the place of 
work. Here we had asked women to list up 
to five problems. The actual working 
conditions at the shopfloor seem to be a very 
nuyor problem for most women. 

The actual physical conditions on the 
shopfloor seem to predominate all other 
issues. These included high noise levels, 
dusty atmosphere, high temperature, poor 
lighting, bad ventilation, overbearing 
chemical fumes, humidily and radiation. In 
the first response, 87 per cent of the 
pharmaceutical and 90 per cent of the soaps 
and cosmetics women, in their second 
response 72 and 88 per cent, in the third 
response 47 and 71 per cent and so on gave 
this as the mo.st crucial issue faced. Women 
worfcen of all the sectors faced this too. A 
100 per cent of the women working in the 
small units of the pharmaceutical industry 
and 92 per cent of the women working in 
the small uniLs of soaps-cosmctics mentioned 
the physical conditions of work as a severe 
problem. Eighty-eight per cent of women 
working in the medium units of pharma¬ 
ceuticals and 100 per cent of those in the 
medium units of the soaps-cosmetics industry 
reiterated this set of problems. And 82 per 
cent of the women in large pharmaceutical 
units and 50 per cent of those in large soaps- 
cosmedcs units fell strongly about the adverse 
physical conditions of thdr working lives. 

This is understandable as even when we 
visited some of these factories for fairly 
short periods of time, we found it was difficult 
to talk to the women at the noise levels of 
the machines were unbearable, so was the 
air which was full of caustic soda and other 
chemicals. In most of the units women did 
not have masks, nor were there any exhausts 
to cany away the fumes and the chemicals 
which filled the atmosphere the women were 
breathing in day in and day out. In units like 
Sasa, women did the sieving of caustic soda 
with their bare hands. 

Hbalth-Relatvo Problsms 

Cotmected to this was the issue of what 
impact wofk had on Ihdr bealih. By the nature 
of die woA the women do, they are exposed 
lo all sorts of chemicals arid drugs. In some 
of the lines, where women handle powders 
of scheduled drugs, thdr entire system is 
expoaed to Iheae chemleala: their skin, their 
reipiniary, digestive and nervous systems 
msybettfEectedbysomeoftbediemic^thcy 
hatidle dqr in and day out. In our study we 


came across severri instances of women be¬ 
ing re n dered Mrly ill due to such exposure. 

Less than 7 per cent of women had no 
problems. A small mimber of women had 
faced probtems of a modereie nature. All the 
rest had faced either severe - 49 per cent 
in phamiaoeiiticals and 63 percent in soaps 
and cosmetica - or acute h^th problems - 
40 per cent in pharmaceuticals and 32 per 
cent in soaps-cosmetics. The major problem 
faced by women in fhe pharmaceutical 
industry was related to severe back ailments 
tike spondylitis, constant low back pain. 
Another seiirxu health problem was exposure 
to chemicak - both internal as well as skin- 
related. A few of the women had faced 
problems related to their reproductive 
functions like repeated abortions, heavy and 
painful menstrual flow. Having to handle 
glass bottles as well as unguarded machinery 
has given rise to probtems like repeated 
injuries, sometimes fairly scriousones. There 
not seem to be any correlation with the 
sector of the unit in this case. 

In the soaps and cosmetics industry, 
handling raw materials like caustic soda with 
bare haitds, without any protective gear like 
either gloves ora mask and similar conditi ons 
of work have given rise to several respiratory 
and skin problems among the women. 

Several very serious accidents were also 
reported lo us, often in hush- hush tones. One 
nufjor source of accidenu is the very low 
piece-rate that ptevails in some of the units 
in this industry. A very serious accident had 
occurred in the Sasa factory of Lijjat Papad, 
wbcK the woman was trying to remove the 
last batches of the mixture that is to be 
shaped into soaps, and another woman by 
mistake switched on the large mixer. The 
woman is said to have got entwined in the 
blades of the mixer. She was dead before 
she could be taken to the hospital. All this 
was told to us very quietly when the 
supervisw had left for a couple of minutes. 

We witnessed a few striking incidents 
ourselves. While we were being shown 
around the shopfloor in a soap factory, the 
workers were working on the embossing 
machine - the machine which ultimately 
gave shape to the soap cake as well as 
embossed the name of the soap on it. The 
women would pick up square shapeless soap 
cakes, place themon the niche of the machine 
and bring the lever down on the cake with 
force - all this in a split second, over and 
over again, We had this feeling of honor 
watching the heavy lever come down on the 
soap cake. What if a finger gets in? 
Instinctivefy.wetoldthewomaniobecareflii. 
She raised her hand to show us her fingers. 
The top poitkms of two of her fingers were 
missing. Several workers showed us their 
fingers as well. These were young 20-year- 
oid women and some men who had their 
entire life in front of them and no fingers. 
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In an earfter study we. had looked at how 
women working on life-saving drugs tike 
bronclKMlilatort were having severe bealtfa 
problems inciutling those lelaled to their 
reproductive system and how afterasttuggle 
by these women, instead of radically chaagiiig 
the work system p erman e nt women workers 
were replaced by contract male worfcert 
IGothoskar, Banaji and Kanhoe 1984]. 

Several employers have insisted on 
excluding women wiwkers from hazaidow 
jobs based upon the possibility of 
reproductive injury, while at die fame time, 
as in the case dt^ above, they have coodnued 
to employ men in jobs whid expose them 
to hazardous substancea i n excess of legaOy 
accepted standards. This double-edged 
position raises serious questions of 
discrimination against both sexes. Pkom ame 
point of view, women are denied 
employmeiH; form another, men ire denied 
protection [Swaminathan 1997], 

This 'protection' to women is offiered or 
imposed in another discriminatory manner. 
It is only in better-paid occupadons that 
women are ‘protected*. The lower-paid sector 
gets no protection from serious and pervasive 
nsks. When the risky and often hnvy work 
is unpaid, it is only women who seem to 
perva> it 

Women’s Unpaid Woax 

Just as conditions at the workplace are an 
important determinant of the health 
coiididons women face there, so also living 
conditions are an important aspect of the 
easeor otherwise with which women perfosm 
their unpaid labour. This is especially so 
because, the home is the site of not only the 
unpaid work of women, but often also of 
some form of paid work as well. 

Homb AMBNnrms 

In our study, almost 16 per cent of die 
women had no easy acceu to as important 
a necessity as water. One per cent of die 
households of the women in the 
pharmaceutical industry had no ftuBtiea 
whatsover while 6 per cent had only 
electricity. Of the housefaolda of wonm in 
the soaps-cosmetics indmtiy 2 per cent had 
no facilities at all while 12 per ocnl had only 
electricity, lust 30 per cent of the women 
had electricity, water and a letevisiao set tai 
their house, another 23 per cent had a ttdet 
inside (heir house as weU. Hility-two per 
cent of the women in phennaceutic ib end 
as mmy as 61 per cent of the wodnri in 
the soaps-oosmetics hidusiiy hnae no acoen 
ioanyofthelabaar-stvinfdevicet.noteven 
acookinggas. Apart from die precariouaaeia 
of their housing condidoaa. women andthdr 
households heed several other piutiken la 
the neighbourhoods they live in. Them 
included; (I) Lack of basic amenitiee like 
water, electricity; (2) Lack of MMoWea 





outside the house like draina^. ****^ 
ff fMng - ( 3 ) LjKk of medical facilities; 14) 
Lack of ros htcilities: (5) Violence against 
wDmen: (6) Law and older protilenu like 
hooliganism, boot-leggiiig: (7) ConaBUOlli- 
latkw of life; (8) Housing related pnWmna 
like hatassmem by the laiuUoids. unieiMured 
housed, leaking rooft; and <9) PtoMenis 
with neighbours in lenns of baraaiment 
especially of single women. 

CoNTlUaUTION OF WoMEN TO Housbholos 

Very often the contribution that the woman 
makes to the household detennines her status 
in die household. On the other hsnd, it may 
also be argued that the status of a woman 
in the household may decide to what extent 
she can have some control over her own 
earnings. Often in hmisebolds as elsewhere, 
women are not recognised for what they are 
in terms ot their likes, hcdibies, interests or 
aspirations. There is no or a very limited 
ooooept of women's autonomy. The reaouroes 
that Mong to women - her earnings, 
whatever property or assets she may own, 
her time, her abilities - are considered to be 
rigbtftiliy at the disposal of the household. 
How th^ resources are to be distributed 
or alktcsled is also the prerogative of the 
household. An impoitant related problem is 
who decides what is good for the household 
and how are those decisions taken? 

A great deal of literature exists which 
indicates that whatawoman earns determines 
the nutritional level of the household and 
that a rise in the wtMnan't earnings raises 
this level while the male earnings often 
contribute to an increase in his personal 
oonsumption rather than household ccosum- 
ptioa At another level, (or the vmt majority of 
dm poor househtdds, women’s contribution 
to the household seems to be a very crucial 
component of their subsistence and seems 
not ^y to determine the quality of life but 
alio the quantity and frequwy of meals the 
households would have access to. 

According to our study, 16 per cent of the 
women in the pharmaceutical industry and 
7 per cent of the wcmien in the soaps- 
cosmetics industry seem to run their 
househoMs erairety rm tbdr own. In about 
44 per cent of bouadiohls of the women in 
the pharmaceutical industty and 34 per cem 
in the soaps^osmetics industry, the women 
respondents seem to shoulder over half the 
Hnancial burden of the households. 
Acconfingtoourdata<indK pharmaceutical 
iaduttry, only 1 per oant of the women did 
not coobibuteanylUiig to the household, 15 
per cent contributed less tiunhalftheir wage, 

2 per cent contributed hdf their wage, as 
many as 57 per cent contributed more than 
half their wage and 24 per cent contributed 
their entire wage to the household kitty. 

Of the women woiken in the soaps and 
cosmetics industty, 2 per cent contributed 
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seems to be no other way to survive but to 
pitch in whatever every member brought in 
as her or bis wages. This may be more true 
of divorced women who have no other earning 
men^ in the housebedd. Or alternatively, 
the divorced women could be the heads of 
the households who decide the allocation of 
resources. 

There also seems to be adi fterence bet ween 
the two industries. While the dataon women's 
contribution in the phaimaceutica] industry 
is sonwwhat spread out, though not equally, 
from one end of the spectrum to another, 
almost all the women in the soaps and 
cosmetics industry seem to be contributing 
large parts of their wages to the household. 
At a more general level, what can we say 
about the relationship between women's 
contribution to the household and women's 
status in the household? Does women's 
autonomy in the household increase with her 
contribution? Or does her autonomy get 
represented by the fact that she can keep part 
of her wage for herself - either for personal 
consumption or savings? 

There were several instances in our data, 
especially in the case of married women, 
where her entire wage was taken away from 
her forcibly and she had almost no status in 
her own household. Shantabai working in 
a medkim-sized cosmetics unit and Dai vavata 
working in Sasa soaps were both first wives 
of husbands who h^ more than one wife. 
Their role in the household was mote like 
a provider of resources, without any of the 
privities that would naturally accompany 
such a role, especially when played by men. 

From our experience we felt that even if 
in a few cases women did not contribute 
directly to the household in terms of a large 
chunk of their wage, they did nuke specific 
contributions to the housebrtid in terms of 
certainitems or fra-examplepayingofmedical 
bills, etc. Though we found that women did 
contribute a great deal in kind, they pitched 
in whenever it was necessary; they bought 
whrttever was needed and <Ud nra restrict 
themselves to tpecific items of contribation, 
as we had presumed. Only 15 per cent in 
our sample did not contribute in kind at all; 
all the others did. Infact, several women told 
us that they comributed more than half their 
wage to the household and at the same time 
contributed several items like children’s 


Domestic Wraut 

Logically speaking, there should be an 
inverse relationship between the monetary 
contribution women make to the household 
and the effort in terms of the hours spent 
in doing domestic work. However, as one 
it aware, logic does not always work, 
especially when it is against the interests of 
the dominant and the socially powerful, i e, 
where patriarchy dominates reiationships as 
well as political economy. According to a 
very detailed analysis of reproductive work 
In households by Nancy Fdlbre, whether in 
the home or the market, women do a dispro¬ 
portionate share of the work of social repro¬ 
duction. A great deal of empirical and histo¬ 
rical research, much of it feminist in orienta¬ 
tion, shows that this generalisation holds for 
most areas of the world over most of the 
period of recorded history. What explains 
this Kxual division of labour? This question 
cuts to the heart of political economy, the 
relationship between choice and coercion, 
efticiency and exploitation [Folbre 1994]. 

We will bfietly go into the correlation 
between the direct economic contribution of 
4he women and their contribution in terms 
of the hours of domestic work they put in in 
the household as it has emerged in our study. 

. Only one among the pharmaceutical 
women workers did not contribute at all to 
the household expenses. She put in three to 
five hours of work at home. Out of the 
women who contributed less than half the 
wage, 86 put in more than five houn of 
domestic work and 14 per cent put in between 
three to five hours of domestic work. Out 
of the women who contributed half tiidr 
wage, 50 per cent worked for mote than five 
hours and 50 per cent worked between three 
to five hours at household woik. Of the I 
womenwhocontributedmoretiianhalftheir j 
wage, 65 percent worked for more than five | 
hours, 32 per cent worked between three to 
five hours and a mete 2 per cent worked lesr 
than three hours at domestic work. Out of 
those who contributed thdr entire wage, 65 
per cem worked for over five boiiis, 12 pff ' 
cem between three to five hours and 13 per 
cem wofked less than five bount. 

Among the women woriten of the so^» 
and cosmetics industry, only 2 per cem of 
tfaewomendidnotoonlritMtetolhehousdioU 



i«d tMy woikwl over five iMNin (kiiv 
doneetic work. AH the wonieh «tio 
Gontrlboted up to helfthewege.dkl between 
thnetoflvehounoftfcwHtfklibaiir.Blgtiiy* 
idne per cent of tboee «4io contiibaled the 
total wage worked for over five boon; 11 
per cent of thoM who contributed more than 
half the wage and 18 per cent of tlioae who 
contributed the entire wage worked bet ween 
ihne to five boun at domeitic wwfc. Nine 
per cent of tboie who contributed their entire 
wage worked leu than three hours. Thus we 
couM find no coneiati on Mying that if women 
contributed in one way, they could opt out 
of another way of contributing to the 
bouiehold or at least the effort would be 
proportionately reduced. No way. 

Reproductive work is an inevitable aspect 
of women’s lives in this society, irrespective 
of their age, marital stauts or their role in 
‘productive’ work. However, within this 
broad perspective, the role of women in the 
hierarchy of the household defines the nature 
and amount of effort and time women spend 
pn reproductive work. The marital status of 
women is an important aspect of their role 
in the hienicby of the household. 

When we correlated the data on marital 
status with the data on the hours of domestic 
work women put in, the results were 
somewhat expected. Generally speaking, as 
many as 63 per cent of the women in 
pharmaceutical industry and 33 per cent of 
the women in soaps and cosmetics had to 
put in five hours or more of work at home. 
Only a few unmarried women could get 
away with not doing any dontestic work. 
None of the married vramen could do so. 
Over92 percent of the married women, over 
80 percent of the divmced women, over 70 
per cent of the widowed women and less than 
37 percent of the unmarried women had (o 
work for five hours or more, some up to nine 
hours a day. In greater deuilt, out of the 
women who work in the phaimaceutical 
industry, 12percemoftheunmarried women 
speial to thim three hours in domestic work, 
49 percent between three to five hours and 
39 per cent spend over five hours. 

Among the married women in the 
pharmacoitica] industry, none work for to 
than three hours, 8 per cent work between 
three to five hours and 92 per cent spend 
over five houn each day. Even none of the 
divorced women spend to than three hours 
at domeitic work; 14 per cent work bet ween 
three to five houn and 86 per cent work for 
overfive hours. Among the widowed women, 
14 per cent work for to than three hours, 
14 per cem b etwee n three to five houn and 
71 per cent spend over five houn doing 
household wotk. 

Of the women who work in the soaps and 
coamelkiinduitiy.noneof the women except 
the widowed women spend to than three 
haunatdomeriic work. Out of the unmarried 


to five boun and 20 per ood formore than 
five boiDa. Huxtacd per cent the manled 
women work for mote than five hours. 
Twenty per cent of both the divorced and 
widowed wtmiea work at household work 
between three to five houn, and about 80 
per cent for more than five houn. 

It has genenlly been observed that men 
wotk for longer houn at the workplace, e g. 
several of them wotk several shifts at a lime, 
while women do not work for such long, 
hours. It hea been argued that women have 
to anyway wotk an extra ihift at home and 
have a long wotk day. Is it possible that 
women who wnk for fBwerhoanoutside home 
wotk more houn at home and vice vem? 

’The curve of the table of the two i ndusiries 
correlating these two factors, shows 
extremely interesting results. In both the 
industries, the weight does seem to be on 
tiK combination: more WDik at the woikplace, 
to work m home. Fifty per cent of the 
pharmaceutical women wo^en and 41 per 
cent of those in the soaps and cosmetics 
industry followed this pattern. 

The pattern followed by the next lai]^ 
section of the women in the pharmaceutical 
industry is of women who work eight to eight 
and a hrif houn It the woikplaoe and between 
three to five boun at home. For the women 
in the soapa-cosmetics industry, the second 
largest section - 22 per cent - were women 
who wotk for nine to 10 houn per day at the 
workplace and five hours or more at home. 

'This combination of nine to 10 houn at 
the workplace and five houn or mme at 
home is the third largest group-17 percent 
- among the women in the pharmarxiitical 
industry; while the third largest group - 12 
per cent - in the soapt-cotmetics inrhistry 
comprises of women who wotk for 11 tol2 
houn at the workplace and over five houn 
at home. About 33 per cent of the women 
working in the loaps-cosmetics industry and 
17 per cent working in the pharmaceutical 
industry seem to be the worst off in terms 
of an extremely long and extended workdey 
with very little in return. Hence it is not 
surprising that a fairly large propoctim of 
the women told us that over the yean their 
leisure time has reduced drastically. Though 
this was generally true, the inarilal status of 
the women did have a significant impact on 
how much leisure time had reduced. 

Male CoNnuaunoN to Dombstk Woax 

How much teapite women will get from 
household wotk depends on how much the 
menfolk of the household will contribute 
both icgularfy is well as occasicnally, in 
terms of crises. Three seemed to be no signi- 
ficant (Uffetenoes in the bdiaviour of the 
men in the houaeholdi of the wonm workuR 
in the two induatries and hence we have 
combined the data of the two industiwa here. 


The contributioii of the nmi of fheae 
households were in no way very signifiraBS 
posaibly because men do not have a deaily 
defined reproductive nrie [Kabeer 1994]. Ill 
our study, about 52 per cent of the nen in 
these households ‘didnotrefulariydoaay’ 
of the domestic chores; over 27 per ccM of 
the men ‘helped margiraUy’:over8percent 
of the men rendered ‘significant bdp* and 
to than 1 per cent of the men contributed 
‘as much as the woman' of the house. 

Many more men seemed to be^ in times 
of crises and other occasions than they did 
regularly. About 28 per cent of the men did 
not regularly do any bousewoik but did 
tome household work occasionally; over 26 
per cent of the men did tome ntinimal work 
regularly and rendered some help when there 
was a problem. This is what Kabeer cefen 
to as “geiider-related rigiditief in the intra- 
household substitutability of laboui^ which 
result in women having to balance a 
multifdicity of demands on theirtimePUbeer 
1994: 106]. It has also been obter^ that 
although women have taken over tome of 
the tasks that were iraditioiiaUy outside dieir 
domain, most men are reported unwiUtnig or 
unable to share women’s wotk. Whenever 
someone has to assume someone else'a role, 
it is the women who atuoraaiically aianne 
men’s roles and not vice vena [Lado quoted 
in Haddad et al 1995]. 

Types or Tasu 

Whsi were the types of laaks men 
participated in? It was imereating to lee the 
differences in the type of choaea men did 
regularly and those they were prepared to 
do in times of crises. The times of ctiaea 
included situations HkeiiUnetsofthewonea 
of the household, women having to go ont 
- either out of town, or to her worfcpboe or 
elsewhere to do organisational work and so 
on. Out of the tasks that men shared on a 
day-UMlay basis, over71 per cent were what 
we have called ‘to gendered joba'. Tbeae 
included marketing, taking the cMIdrea to. 
school or luting the studies of the drildno. 
Only 29 per cent of the tasks perfbnned by 
inciiicnwcre gciMcreo jomphivb 
traditkmally more identified as wooim'a 
work - washing clolhes, washing unaiils, 
cooking, etc. 

However, out of the tasks that the men tfid 
occasionally, in times crises, just over SOper 
cent were tendered jobs and a Iftile leaa ihaa 
50 per cent were non-gendered laika. 
PrewimMy, dieaeare tasks ihatmay bedooe 
by men when there ire simaiioM whan 
women cannot perform them;oihanRielhey 
are rightfully women's tadts. 

LamiaaTott 

An obtervatioo often made is that the 
bniden to maintam the household and thn 
living standards of hous e h olds often ftib 
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dbfnpOftioiMtdyoncenainsectkMU within 
te bnueboki, dependiitg on the hierarchy 


had any leisure, fbr 43 per cent Idwrh had 
PMhiced because of more paid woriu fty 33 


«ver abiem'. k if never |iie«Mt in pun 
It is always Interwoven *ilhdwiocial 


Of mem b en in the houseboldl Women are 
moie often than not, at (be lower levels of 
this hierarchy. As times become more 
difficult, aeveralsmdies in different countries 
have shown how arduous life becomes for 
women-reductioninconsuni{ition.inciease 
in efforts and time spent in woihing at home 
and outside, often resulting in reduction in 
leisure dme for women. Women's time as 
well as their resources much mote than men's 
am seen to as the property of the household 
to be dispoaed of act^ing to the needs of 
tfaeboiuebolds. Underlying is the notion that 
women should and will act altruistically 
rather than with self-interest. What is 
seriously lacking is a “concept of individual 
agency for women indepoidem of their 
embeddedness as mendiers of families” or 
bouteholds IBarooah 1994]. 

According to Bison, an increase in unpaid 
labour in the household made it possible to 
treat the switching from one form of paid 
labour to another as costless. So long as 
households absorbed the costs of resource 
allocation without any implicatiorts for the 
monetary variables (wages, prices, balance 
of payments, GNP. etc) then resource alio- 
cation could be treated as costless’ [Ehon 
1992]. I>oei this phenomenon aTTectall women 
in the tame manner or is it diflereMiated 
according to other characteristics of indivi- 
dtud women. Does the marital status of the 
women in any way affect thdr leisutc activities 
and the time spent on these? 

According to our study, about 1S per cem 
of the unmarried women working in the 
pharmaceutical industry had never had any 
leisure time at all; 44 per cent said their 
leisure had reduced due to having to spend 
more time on paid work, eg, more overtime; 

22 per cent of the wranen had to spend more 
dme on household work, e g, by having to 
process food that was earlier bought in a 
tnoie ready form and for 19 per cent of the 
wcmen, their leisure time had not reduced 
at alL Among the married women in this 
faKhutiy. 20 per cent had never had leisure 
dme. for 28 per cent leisure time had reduced 
due to mote paid work, for 44 per cent due 
to more household work, Old only for 8 per 
cent had leisure time not reduced. Among 
the widowed women, while 14 per cent of 
the women said that their paid work had 
increased, 72 per cem said thdr household 
wQik had mcteaaed and 14 percent had not 
experienced a reducdon in iMr leiiiire time. 

bdK aoapa and oosmedcsindusby,among 
the onraatried women, 20 percent lud never 
had leiauie. for 40 per cent, leisure had 
reduced due. to more paid work; for 20 per 
cent leisure time had not reduced »d 20 per 
cent of the ununamed women were not sure 
bow dungs had chai^ for them. About 10 
per cent of the nunried women had never 


per cent leisure had reduced because of more 
household woft and ftb 14 per cent leisure 
time had not shortened. 

Among (he divorced women in (he soaps 
and cosmetics industry, 40 per cent h^ 
never had any leisure; for 40 per cent their 
leisure time bad declined due to more paid 
work and for 20 per cent of the women 
leisure had not recced. For (he divorced 
women in soaps-cosmetics. SO per cent had 
experienced a reduction In leisure due to 
more paid work; for another 30 per cent this 
was due to more household work and for 
20 per cent leisure time had not shrank. 

married women as well as for the 
widowed women, increase in household wotk 
was an important reason for reduction in 
leisure time. Similarly, relatively few married 
women felt their leisure time not shrank 
a.s compared to the other women. Divorced 
women teem to experience more acutely 
than others the non-existence of leisure time 
in thdr lives. Possibly, they have to cope 
with both increasing paid work as well as 
increase in unpaid work. This definitely 
seems to be the case with the women in the 
pharmaceutical industry. A review of formal 
time allocation studies ranfirm that, on 
average, women in developing countries put 
i It more hours perday in non-lei sure activities 
than do men [luster^ Stafford 1991. quoted 
in Haddad 1995]. This aspect has important 
implications not only for the mental and 
physical well-being of women but also for 
the organisational possibilities. In order to 
be able to better their lot, they need thdr time 
to think, talk, wotk, etc. Pi^sely because 
of thdr tight time pressures, they cannot 
afford the time and hence cannot better thdr 
lot which would be able to afford them more 
Idsure time. 

According to a recent UN survey on the 
situation of women, the so-called austerity 
measures adopted duetothestmcturel atyust- 
meni progra mm es have been far from neutral. 
“Women, and especially women in poveny, 
are among the hardest hit." Women have had 
to respond to the hantohips faced by thdr 
households... “by increasing thdr wtrt time 
and woildoad b^ inside the house and in 
the marketplace; so much so, that the 
increased workload of women has come to 
be termed the‘invisible adjustment’ ofhouse- 
holds, communities, and countries in crisis 
during the past decade” (Borooah, 1994]. 

This is an attempt, albeit a partial one, to 
explore the results of some of tlie‘‘inlefaepltng 
structures of oppression". Partial, because 
while we have looked at whd could be 
braaifly called 'class’ and ‘gender’ oppression 
that these women have experienced, it was 
not possible to include oto itnictures of 
oppresrion like caste, minority status, etc. 

At Ndla Kabeer putt it. ‘TVhlle ‘gender it 


inequaUtiet such as dais and race, and has 
to be andyaed tiirou^ a holistic ftamewoik 
jftbectmetectmditionsonifefbrdifreietu 
groups of women and men are to be 
iuideiiiiood”[Kaber I994J. TMi iicnattempt 
ataframeworictiMtiemindtinoflhemuliiple 
identities and multiple oppresakms that teem 
to reinforce each other and at the tame time 
defineanddeiimitihepotsibilitiesforwomea 
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Work and Reproductive Health 

A Hobson’s Choice for Indian Women? 

PaditMl Swri—thim 

The observed statistical correlation between increase in women’s outside employment and decrease in birth 
rates has catapulted the demand for increasing women’s wage employment as a primary goal, not necessarily 
on its own merits, but as part of the demographic drive tp reduce fertility. At what costs to women’s welfare 
do such demographic outcomes occur! The existing structural nature of women‘s work (domestic as well as non^ 
domestic) has severe built-in hazards for women's health (reproductive and otherwise) which no amount of first 
rate quality of care and/or access to health services alone can deal with. Focusing on Tamil Nadu, the author 
argues in addition that a demographic model state need not necessarily be a reproductively safe place. 


'E begin with the question raised by Dixon- 
.udler (1993) in her work on population 
ilicy and wonten's rights, namely, to what 
.tent might the exercise of women’s rights 
employment contribute to greater sexual 
id reproductive choice? To those who are 
nvinccd that high fertility stems largely 
an women’s subordination and oppression 
insequent to their exclusion from 
onomically productive labour outside the 
me, the implications for (development) 
licy would be clear and straightforward; 
ilatging wtanen's role outside the funily 
d ensuring equal pay, would, besides 
nferring positive benefits like raising 
lusehold incomes, also achieve the prime 
mographic goal of reducing birth rates. 
K obsmed statistical correlation between 
:rease in women’s outside employment 
d decrease in birth rates has catapulted the 
iroand for increasing women’s wage 
gdoyment as aprimary goal, not necessarily 
its own merits, tmt as a part of the 
imogtaphic drive to reduce fertility. 

Our interest in the nature of women’s work 
not mereiy to record {a la demographers) 
rich kinds of employment are likely to 
ve the greatest impact on fertility. On the 
ntiary, the purpose of our research is to 
amine at whaicosu to women's well being 
articulariy in terms of their physical health) 
:hdeiiiopa p hic outcomes occur. We prefer 
use the term work rather than just 
nployment since the latter carries the 
nnotation of wage earnings thereby 
eluding the backbreaking, endless drudgery 
domestic and survival tuks (like fetching 
ter and fuel). The tdettless application 
sheer physical labour to such (that 
uid have been made so much easier with 
cess to simple equipment and basic 
rilities) takes a heavy toll of the health of 
^ poor, particularly women and children. 
The recent reproductive and child health 
CH) progr amm e appro ach es the problem 
ire f^rom the supply side with accent on 
allty of care, acceu to service, coverage 
the rdevant populatkm. etc. We do not 
count the need for either strengther ri ng 
: existing services, making it more 
msslble andfor broad-based. The burden 


of our argument u however different; even 
assuming the programme (RCH) is able to 
provide the b^ of services with the widest 
possible coverage, our corttentioo is that we 
would still be tackling only 50'per cem of 
the problem of reproductive health. What the 
programme does not address is the existing 
structural natureof women’s work (domestic 
as well as non-domestic) which has severe 
built-in hazards for women’s health 
(reproductive and otherwise) which no 
amount of first rate quality of care and/or 
access to health services alone can deal with. 
Such supply side responses can only mitigate 
the adverse consequences of work; they 
caruMt address the fundamental causes of 
these health problems. 

We still have a long way to go in developing 
analytical frameworks tli^ can contextu^ise 
simultaneously the social, economic and 
cultural conditions that force women to 
‘choose’ a particular option over other 
possibilities that could have been pursued. 
Such conditions prevail in a range of 
situations curtailing reproductive and other 
choices. For example, since employment 
options and/or opportunities for skill 
acquisition and job mobility available to 
women shrink as we go down the caste and 
class lailder (and relative to males at each 
rung of the ladder), women are forced to 
knowingly expose themselves to 
reproductively hazarduous tasks in the 
w^place in theirdespention toeam a wage 
income; similarly the cultural stubbornness 
of patriarchal hwiehokts whatever be the 
economic contribution of women, forces 
women to ‘choose’ abortion (rather than 
contraceptives) as a means to end unwanted 
pregnancies aftd/or as a method of sex 
selection. The hypothesis that contends that 
income generating employmem outside the 
home could contribute to greater sexual and 
reproductive autoiKHny it hasAy applicable 
to the work that most girls and women do 
in the third wrxid. particularly in the agrarian 
settings where th^ are conccntnled. In the 
Indianconlextofboih economic stntiticatian 
and social hierarchy, the question whether 
work is the prime mover of women's status 
(and therefore their ability to exercise 


reproductive choices, for example) is 
pregnant with multiple qualifications and 
diverse outcomes not only between regioiia 
but also between diffeiem commuiritiet and 
sections of the populmion within a n^ian. 
To quote Kalpatu Bardhan (1983); 

The rate of workforce paiticipatiaD may 
have a role in deterouning women’s stMua, 
but that role is qualified by queatioes of 
work quality, the dass variitioo in the double 
burden, and whether productive lafaoor is a 
sufficient coodition for autonomy and voice, 
whether it is even a necessary couditian ia 
aclass-and-hierarcfay-ridden society. Aside 
from these componems of women’s status, 
on which differmititl work participalion amy 
have some intermediate effect, there it the 
bottom-line component of the value and 
care accorded to female life. 

The absence of ethnographic stndiea of 
communities/bouseholds and/or qxdemio- 
logial studies linking household structure, 
nature of domestic and outside emphqrmcat 
to health, makes it almost irapmsible to 
establish any causality between work (as we 
have defined it) to observed moitality and 
nwtbidity indicators. Nonetheless, putting 
together available informaiiott does give a 
picture, htiwever crude, of the kmg road ttin 
required to be inversed to attain tim goat 
of making women'slivesreproductivciyaaieL 
In an earlier study d^ing with dm 
phenontienon of fertility dedine ha Taaafl 
N adu during the decade of the 1980s, wehad 
critiqued and questioned the basis for the 
reasons offered asexplaiiationsfarthedectine 
in fertility rates [SwaminathaD I996].bii)iis 
paper, apart from a general diacnation on 
women’s outside work, we alaoddve deeper 
imoarhsaggregated.analyaisofthe at i u ctnH i 
of employinem of women in TknB Nadw 
employ mem here refers to the Inttiaa Osnana 
cafego^ of mam phis rnatgiimi wotkera. 
This disewssion onTama Nadu is primarily 
to emphasise the fact that a detnogmphicaDy 
developed state need not be a 

reproductively safe place for women. We 
have suppleinerMed em ploy a ae n t data whh 
information relating to the avribUKlyhnn- 
avaiUUHty cX bask amenhka, Uoe 
thinking wmer and santation. The latter k 


xMomic and FbUtied Weekly October 23. 1997 


WS43 



r 

ij- 

f 


' >• to give in idea of the circunutmoe* imdef 
, triikh domeatic tasks are carried out 
The first part of this paper focuses on 
employment, the attempt being to bri^ 
together available data, at a disaggregated 
level, on the structure of women's work 
outside the home. This data is supplemented 
with MveiisbleinfonnsOon on child mortality 
indicators, the latter being used as a proxy 
indicatorforrepfoducti VC health. The second 
pair of the study focuses on the domestk 
lunire or work in general, documenting in 
the process the adverse health consequences 

of inadequateand/or almost negligible invest- 
mentinbiasicinfrastrutureOikefucl.drinking 
water) particularly in the rural areas. The 
third part conclude with a discussion of the 
emerging trends in emplayment as evidenced 
by recent NSS data, and, (he not>so- 
encouraging scenario as far as alleviation of 
domestic drudgery is concerned. 

I 

Much detailed and painstaking work has 
gone into unravelling the ‘statistical purdah' 
imposed by existing concepts and methods 
for meaauring labour force participation to 
nulke visible the vital and productive work 
done by women particuli^y in the rural 
areas, liie ofikial 1981 Census shows only 
Ibpcrcemof thetutaJ woiking-age female 
papulation as econoimcally active,compared 
to S3 per cent for males. But more careful 
ditacoUection procedures and more inclusive 
definitions of economic activity result in 
much higher female participation rates. Fdr 
exmnpie, when women who woik part time 
or thM whose main activity is collecting 
fuel and fodder, or woiking in daily, poultry 
or kitchen garden production for the family 
are added to those in the conventionally 
defined labour force, the female labour force 
pattid p a tio n rate rises to 51 per cent'•only 
13 percentage points below the male 
pattidpation rate (Table 1). 

We do not wish to enter the debate on the 
visibilhyAnvisibility of women's work. Our 
main purpose, on the contrary, is to assess 
the tp^ity of even this small portion of the 
female population designated as wotken 
offidal date sources. This exerdse is not 
only to highlight the fact that the country 
invests far less in its women wotken than 
in its working men, but mote important, to 
bripg out the complele dissociation between 
the aatumptions and expectations of the new 
ecoaomic policies (namdy, rapid economic 
growth, particulaily induttrisl growth and 
consequent beneficial impact on the 
population), and the actual ground realities 
(given the existing level of literacy, levdof 
skill and empioymeat composition of the 
population). ' 

Tbeaectoralbrcak-upof occupation reveals 
that women make up a sdntantial portion 
of the agricultural workforce in India.' 
Agricuhueaocounts for 37 per centof India's 
and employs about TO per cem of the 


wa(kii«|M|]iilaliM M^couhttyaiKliplM 
84 percent ofatt«oonoiidc alty nc d va»iiii^ 
Although, almoat all rural women are 
involved to sone extent in agricuhin, te 
nrture and extent oftbdrinvoiveninit varies 
widdymld isilicaigly influenoedbyeoonoinic 
stmus and the caste and ctass background 
of their households, 

AfoaturcpaitKulariynotabteforthedecade 
IQTI'SI is tile increase in the ranks of female 
child labour, especially when at the same 
time, the Incidence of male child labour had 
gone down in rural areas. Analysing the 
trends in women’semploymeDtforthedecade 
1971-81, Banetjeef1989) has iho wn, among 
other things, that tlK number of girl woricert 
in both rural arxl urban areas had inoeaaed 
faster in states where the workforce 
partidpation rates of women had gone up 
faster; further a small part of the increase in 
female agricultural workforce was accounted 
for by nirai child workers for whom moat 
of the increase in absolute mimben as well 
as in the proportion was concentrated in 
agriculture. Composition of the wwkforce 
by sex and activity according to the 1991 
Census isnow availdite and shows an inoeaK 
in workforce pattidpation rate for women 
between 1981 and 1991. However, unless 
and until an agewise classification of the 
composition of workforce is made available 
it would be premature to gloat over the 
increased work pattidpation rales for womert 
An aspect thd we do not ex|riore in this 
paperis thesodal aodecoiwmic inqiUcations 
of the noticeably higher work partidpation 
rates among scheduled caste and scheduled 
tribe population relative to the total 
population. Scheduled caste and scheduled 
tribe women account for nearly half of all 
the female agricultural labourers, although 
they make up only about a quarter of India’s 
rural female population [World Bank 1991]. 

As a general rule, the southern states have 
a more visible pfcsence as far as female 
empioymen((outsidetiiehame)is concerned. 

In ‘Tamil Nadu, in addition, the general all- 
India idienomenon of the feminitation of 
agriculture stands out even more starkly. We 
b^n with a set of data laid out in Appendix 
(l-rv) which give a picture of the nature of 
femaleemployinent in Tamil Nadu. The tables 
bring out quite dearly the following: 

(a) Pour decades of ‘development’ not¬ 
withstanding. even now alnxMt 80 per cent 
of female worken in Tamil Nadu as a whole 
are still confined to the primaty sector of the 
economy; within the primary sector, agri¬ 
cultural labour constitutes the biggest 
categoty employi^ 36 per cent oftwotnen 
wotken (A^rendix I); 

(b) The distributioa of worken by indus- 
uial categories and broad age-gmps reveals 
that, proportionately, the peivtntage of 
female worim in the age-group 0-U yean 
oatnuroberthemaleainthesaiiiekge'groiipa 
in each of the industrial categories 
(Appendix II); 


(e)AdlatiiotiliiaaiJ)Mi^^ 
thrt fo afanoitaiNlalifetonfttiPatglAext^ 

two or three, men than 70 per oant of the 
women and giridiUdreiuietpeetlvely. work 
either as agricultural labouron and/or 
cultivaton (Antencyx ni>IV). Thia pheno¬ 
menon has a lot to do with the nature of the 

TA.iitIrBtMALMXUAWftMttC USOU 
RwcE PAxnarAint Ratk 
(Bv diflbent data seorees and definiifams) 
(fftrCietl 


Data Source (Definition) 

Mole 

HHmie 

Cenani, 1981 
(Main worken) 

33 

16 

NSS. 1983 
(Main worken) 

61 

2 

NSS 1983 

(Main and marginal worken*) 

63 

39 

NSS, 1983 
(Maia, roargina) and 
code 93** Wotken) 

64 

31 

Holer. * Marginal worken are those who 


engaged in economically productive 
activities less than 183 da^ in the year. 

** Code 93 activities indnde fuel, fodder 
and watercollectioa sad work in dairy, 
poultry or Idtehen garden production 
for the fiunily. 

Saerce: Bennett. Lynn ‘Women. Poverty and ' 
Prodtictiviiy in India’, ikaft dreolated 
to participants in joint World Bonk • 
Ptming Commusion Workshop on 
Gmdrrnnd Poverty M/ndin. December ‘ 
3-7,1991, New Delhi (immeo). 

Awamot 1: Dmantmow (Paa Csht) or Total 
W oMOSM av bmimwAL CATBOonmi Sex, Aim 
SaCTOU or Economy. 1981 (TAsm. Naou) 

Indaatiiri Catteries PeiionsMaks nmalet • 
(1) (2) (3) (4) ■ 


I 

Cultivaton 

28.78 

31.60 

3Z63 

11 

Afiicaltml 

labonien 

33.31 

2336 

3534 

in 

Uveatock. foteMty, 
fishing, etc 

2.48 

2.68 

2.06 

IV 

Minfaigaad 

qunying 

0.21 

0.24 

0.14 

■(a) 

Prim^ sector 
sub-total 

64.98 

38.08 

80.07 

V 

MnnufiKmiting, 

prooeuing. 





servicing and lepain 



(i) 

Honsehold iadnauy 

4.82 

4.11 

6.33 

(ii) 

Other than 
household indusuy 

10.09 

12.43 

4.94 

VI 

Ooastructioa 

1.SB 

2.03 

0.61 

(b) 

Seeoadary sector 
sub-total 

1649 

1839 

11.90 

VII 

Trade and 

8.17 

10.78 

X46 

VraTnaaport, 





storage and 

Z98 

4.20 

a32 

IX 

Other servioei 

7.38 

833 

3.25 

(c) Tertiary sector 





sob^ital 

18.33 

23.33 

8.03 j 


Source; Report and TaUasbssed m3 per cent 
sample drto. Oeasw of Iwila. 1911. 
Seriet-20, Tantil Nada, Pm D-Spedst. 
SMeommdt. 
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crapp(iif|»ttemiaTaiiiilNadikJ^lh*iW 
«« whole, the an* under paddy li mota than 
40 per cent of total ana under tUffetent 
crop*, wMle production of paddy exceed* SO 
per cent of total cn^ pnxhiction; 

(d) The NSS ^ves tome idea of the break¬ 
down of agricultural work by major 
operation*. Tlieie data show marked 
diflerence* in the relative importance of 
female labour betweeh different operations. 
Women labour figure prominently in 
transplantation, weeding and harvesting; in 
fact they outnumber the males in the casual 
labour category in the latter two operations, 
but are relatively less important or play a 
minor role in others, notably ploughing and 
non-manual work [Vaidyanathan 1986], 
The significance of documenting the heavy 
concentration of women workers in 
agriculture, particularly in operations like 
weeding, transplanting and harvesting, lies 
in the severe implications it has for women's 
reproductive health. One indicator of the 
adverse consequences of such work is the 
relatively high chi(d mortality indicators for 
an otherwise ‘developed’^ state like Tamil 
Nadu. In addition, Tamil Nadu has the 
distinction, according to population studies' 
experts, of having 'demogrephicallyarrived'.^ 
In Tables 2 and 3 we reproduce the data 
compiled by the National Family Health 
Survey oninfantandchild mortality estimates 
for Tamil Nadu, along with the comments 
made by the Survey on the data. Tabic 4 gives 
the estimated child mortality indicators for 
India, Kerala and Tamil Nadu. Appendix V 
gives the child mortality estimates, 
distnetwise, from the 1981 Census, while 
Appendix VI gives the child mortality 
estimates by the occupation of main workers. 
These data culled from different sources 
bring out fairly clearly; 

(a) The relatively high infant mortality in 
Tamil Nadu, which is closer to all-India 
estimates but way behind Kerala, thereby 
calling into question Tamil Nadu's status as 
a socially developed state; (b) the infant 
mortality indicators are uniformly high in the 
niial areas and more so in the distnets where 
paddy cultivation dominates; (c) infant 
mortality indicators are particularly high 
among agricultural labouren and among 
manual workers; (d) the mortality indicators 
areconsiderably higher fmbirtht to scheduled 
caste women than for births to non-SC/ST 
womea It may be recalled that a far higher 
proportion ofSC women work as agricultural 
laborers. 

At already indicated, in the absence of 
epiodemjological studies, we have no basis 
to eitabliih causality between the nature of 
women’s employment and the resultant 
impact on refmduction. We ate, however, 
positing this hypothesis forTamil Nadu based 
on the results of a field study conducted in 
a paddy intensive area of rural Maharashtra 
by Srilatha Batliwala (1988) for the 
I’oundadon for Reaeareh in cimtniunity 


Healfo (FRCit), Btmibay we sumnurise the 
report at some kogUi: 

The PRCH rural health reaeareh project 
wai latmched in 1973 in north Alibag taluk 
in Raigad district of coastal Maharashin. It 
covered 30 villages and hamlets with a 
populadonof approximately 30,0(X). Between 
1973 and 1980 the project made a dramatic 
impact on the health of the local population, 
particularly women and young children. The 
infact mortdityratewashalved from 150 per 
1,000 live births to around 75. and 
inununiiation rates for expectant mothers 
and preschool children shot up to over 75 
per cent of the target group. The overall 
death rate came down to just nine per 1,000 
population and the birth rale to 13 per 1,000 
- despite the fact that the project studiously 
avokU pushing family planning in any form. 


But detplie these e«ty lucceaaes the 
PRCH wasdistuibedbytbefoctdisiapbseMi 
of sofU was reached and from 1980oowssdt, 
no significant changes in the health profile 
ofthepeoplecouldbeaduevedTheiroDiiDeni 
was greatrat over the stubborn reftisal of dm 
infant mortality rate to move below 70 to 
75 per 1,000 live birtlu. Infant mortaUly is 
intemationaily accepted as the most lenritfve 
index of the health status of a nation or 
society. Therefure the PRCH team feh that, 
if the infant mortality rale remained static 
in the project area for so many yean, it was 
a clear indication that the impact of their 
initial health service package bad been folly 
absorbed. Any fiiithN decline in the infant 
mortality rate could only be achieved by a 
new set of interventions. So it was that the 
death information study was launched in 


Tabic 2: Nbonatau Posweonatau Infant, Chico and Under-Five Mortautv rea Rvi Year 
Periods Precemno the Survey, by Residence. Tamil Nadu, 1992. 


Yean Prior to 
Survey 

Neonatal 

Mortality 

(NM) 

Posineonatal 

Mortality' 

(PNM) 

Infant 

Mortality 

(IqO) 

OiUd 

Murtality 

(4ql) 

Under-Rve 

Mortality 

(5q0) 

0-4 years 

41.4 

19 8 

Urban 

61 2 

3.7 

64.7 

3-9 yean 

.10.4 

28 2 

58.6 

26.7 

83.8 

10-14 yean 

29.2 

30.6 

59.8 

39.6 

97.0 

0-4 yean 

48.9 

22.4 

Rural 

71.4 

28,7 

98.0 

5-9 yean 

54.2 

26 3 

80.7 

34.5 

112.3 

10-14 yean 

39.9 

28.6 

88.5 

56.6 

140.1 

0-4 yean 

46.2 

21.5 

Tutil 

67 7 

20.1 

86.5 

5-9 yean 

46.5 

27,1 

7.1.5 

32.0 

103.2 

10-14 yean 

50.2 

29.2 

79.4 

51.0 

126.4 


Afole: * Computed rs the difrereoce between the infant and neonatal mortality rates. 

Neonatal mortality - the probability of dying in the first month of life: 

Posuteonaial mortality - the difference between infant and neonttnl mortaUiy: 

Infant mortality (IqO) - the probability of dying before the first birthday; 

Child rooriRlily (4ql) - the probability of dying between the first and fifth birthday: 
Under-five mortality - the probability of dying before the fifth birthday. 

Snun-e: National Family Health Survey. Tamil Nadu, 1992. Iniemauonal Insliluie for Populaliao 
Sciences. Bombay, December. 1994, p 128. 

Apfendix II: DtmnunoN (Per Cent) or Workers (Main Plus Marmnal) tr Industrial CAtBooaBi 
AND Broad AoeCruuk. 1981 (Tamil Nadu) 


Industrial _ Males _ 


Categories 

0-14 

15-59 

60+ 

0-14 

15-59 

60+ 

l-IX 

3.71 

89 12 

7.17 

7.22 

88.14 

4.64 

1 

2.71 

86.00 

11.29 

5.36 

88.73 

3.91 

II 

6.74 

86.96 

6.30 

7.51 

87.91 

4.38 

III 

8.25 

86.53 

5.22 

12.53 

8SJ3 

2.14 

IV 

3.11 

94.94 

1.95 

12.39 

86.89 

0.72 

V(a) 

4.23 

88.11 

766 

10.00 

86.52 

3.48 

V(b) 

4.32 

92.26 

3.42 

14.59 

83.37 

^04 

VI 

1.92 

92,65 

5.43 

6.12 

9aB4 

3.041 

VII 

1.92 

92.02 

6.06 

2.08 

88.37 

9J5 

VUI 

0.47 

97.18 

2.34 

1.12 

96.99 

1.89 

IX 

0.76 

94.76 

4.47 

2.65 

94.34 

2.79 


Notts: I Cultivamn: II AgricuKual labouren: HI Livestock, fmestry, fiahnif, esc; IV Miaii^ mi 
quarrying; V ManufiKXuiing. processing, aerviang and lepnin; (a) HoteeMd luilmlii 
(b) Other than household industry; VI Construction; VII Trade and ctMamem; 
VIII Transport rtonge and conununicatlon; IX Other services. 

The total ef the three broad groups may not atf up to KXIas'age not slateir figuieum Mt 
included in (he statement. 

Sount: Compned fram the Report and Tables Bated on S per cent tamnle dHaCenini of Mia. 
1981, Series 20. Tamil Nadu, Part IPSpecitI, StmemEwt 49. 
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.r 1982 - a ttidy wMcfa yielded tome 
' findingi whoie relevance mnains 

' mnKfafaliiiwrl 

The <feath infonnaiion *tudy project 
monitored all deaths that occurred in the 
project areain ooecalenderyearand tabulated 
the <*»»■ by age, sex, sub-region and cause. 
A disaggiegated study of the age stnicture 
of (0-6) deaths showed that almost 80 per 
cent of the detdhs occuned below the age 
ofoneyear ofthis overthree-fburtfasoccuned 
in the neonatal period, that it up to 30 days 
after birth. The most startling finding of the 
study was thefact that 40percemof all infant 
deato occurred in the four monsoon months 
of July to October, that is, at the height of 
the agricultural season with rice cultivation 
operatiotu in full swing. 

The report offers the following explanation 
for the bunching of infant deaths during die 
particular season; 

It is well known that women alone perform 
the imponant. skilled but backbreaking job 
of transplantiDg saplingi in rice cultivation. 
This means that every woman - heavily 
pregnant or otherwise - is squatting on her 
haunches for hours together. Obstetricians 
confirm that such physical strain and pressure 
onthe uterus could wellttiggeroff premature 
labour in the last trmiesm of pregnancy, not 
to mention increasing the chances of a 
stillbinh. 


deprived in tedtiio le ty wd ci^ 
Techoologicri margliullialloa of 
woric if endemic ia both ggriaillaroaM 
Qon-iyricultuiriiiifonialaeclonenda^^ 
patly for the gender gap in wage nfoa. 

5iteamiilMto(198g)haadoca i i n e nl c d ao^ 
of the known health bacarda in varkma 
occupatkms in wfaicti women in the infiitinal 
sector ate involved (for aome detaili see 
Appendix VIO. It is proaemly not poatiUe 
to identify an adequate data bate to eaublish 
whether women are more or leas vulnerable 
than men to hazaida at the workplace. It 


it may bd diat di# htMfpi of dObfontii' 
vuiognMHlyfoapeckntalvo^linailbttel^ 
don of aodal policy. iWa point needi to be 
undOTCored aincci, all over, the coaoern for 
the foeuuteprimarily voieediiittote higher 
paying industries where women have only 
recently gotten their‘feet at dMdoor’.*When 
we look beyond these ‘norMradWoiiaT jobs, 
however, concern for real reproductive 
hazards aflectingvromenworiceriitinaikedly 
absent. 


If the above findings are valid, then we do 
have a fairly strong hypothesis for Tamil 
Nadu.linkingtheinflexibility of the mortality 
indicators beyond a point, to the nature of 
women’s tasks, especially in the rural areas 
of Tamil Nadu. 

New technology in agriculture and 
particularly that relating to paddy cultivation 
has not touched those operations which ve 
performed by women, namely, transplanting 
and weeding. If anything, green revolution 
has not only led to intensive cultivation but 
has also increased the number of times that 


Tabu 3: Nbonatal, PoswaoNArAU Infant, Oaio ano UNPaa-WvE MoaxAUTV av Sauerw) 
BACxaaouND QuaAcnMrncs roa thb IO-Yeab Prmod PaerEDero me SoavEv, Tasal Nado, 1992 


Background 

Chancteristic 

Neonatal 

Mortality 

(m 

Potineoiiaul 

Mortality* 

(PSN) 

Infant 

Mortality 

(IqO) 

Child 

Mortality 

(4ql) 

Under-Five 

Mortality 

(SqO) 

Resideiice 

Uiban 

.36.1 

23.9 

60.0 

15.1 

74.2 

Rural 

31.7 

24.3 

76.2 

31.7 

105.5 

Cosicrtribc 

Scheduled caste 

39.1 

30.9 

90.0 

41,0 

127.3 

Other (non-SCyST) 

42.3 

22.4 

64.8 

21.3 

84.7 


Miiei: * Compared as the diHerence beiweea the infant and neonatal mottolity lates. 

(1) Total indudei the mortality experience of scheduled tribes, which is hosed on fewer than 
2S0 children surviving to the beginning of tbe age interval and is not shown separalely. 

(2) Comments from NFH Survey, Tamil Nadu; Despite the oven]] decline in infant and child 
mortality, 1 in every IS childcen bom during the five yean before the NFHS died within 
the fint year of life, and I in every 11 children died before teaching age five. Ovetall, 68 
per cent of infant deaths recorded in the NFHS m Tamil Nadu occurred during the hrit four 
weeks of life. The conespoading proportion for the period $.9 years before the survey is 
63 per cent, which is the some fw tbe period 10-M yean before the survey. Thededine 
in neonatal moitality during the last IS yean was slower than the decline in postneonatal 
moitality. UnderTivemottalityfortfaestatedecUnedconsIderablyduring the past ISyeais. 
1087perl.OOOlivebinhtduringtbeperiodIMyearsbeforeihesufvey. Thefairiyhighinfoni 
and child mortality rates in Tamil Nadu suggest (hat child survival programmes need to be 
strengthened. As expected, niml areas experience higher infant and child mortality than 
uiban areas... The mortality indicators are considerably higher for births to scheduled caste 
women than fm births to non-SC/ST women. 

Soanre; Oefinitmu of mortality imheaton and source same as in Table 2. 

Tasu 4: EntMA-nen MoaTAUrv iNOKAiots, 1989; Indu. Kesala ano Taskl Namj 


Mortality Indicators 


India 


Kerala 


Tamil Nadu 


Rural Urban Combined Rural Uiban Combined Rural Urban Combined 


paddy crop is raised within an agricultural 
season. We have therefore, a Kenario, 
wherein even iftbere is a decline in numbers 
employed in agriculture, this does not 
necessarily apply to women labour in paddy 
intensive areas. Further, and worse the 
technok^cal modernisation of agriculture 
basnottouchedtheieproductivelybazardous 
operations performed by women labourers. 

Outside of farming, the other feensus) 
industrial categories where women are 
employed, in signifkani numbers, arc the 
‘bousdxild’ and the ‘other than household 
category’- the two together constituting the 
manufacturing sector. To put it differently 
and more staridy, a fact thm is by now well 
known and well-documented, tte imyority 
of women einirioyed in the non-farm sector 
are actualiy in the growing infotnui secion 
of the economy, working either as labourers 
and servants or as petty producers md traders. 
Apart from their work being extremely time 
consuming and heavy, it is also the most 


Child death tale 

II.I 

7.2 

10.3 

Infam mortality rate 

98.0 

58.0 

91.0 

Neonatal mortality rate 
Postneonatal mottsiity 

62.1 

31.4 

36.4 

rate 

36.4 

26.3 

34.3 

Perinatal mortality rate 

50.9 

31.0 

47.2 


6.0 

6.1 

6.1 

9,7 

6.8 

8.7 

23.0 

15.0 

21.0 

80.0 

43.0 

68.0 

13.2 

9.7 

14.2 • 

60.4 

29.9 

50.1 

7.6 

5.1 

7.2 

19.6 

13.5 

17.6 

23.4 

21.9 

23.1 

58.7 

43.8 

33.8 


AT/z/rj; Cnide Death Rate (CDRJ = 
Infant Mortality Rate (fMR) 

Perinatal Mortality Rale (PMR) 


Neonatal Mortality Rale (NMR) 


Poatneonatal Mortality Rale < 


Number of deaths during tbe year 

Mid-year population *1000 

Number of infant deaths during the ye*r ^ ipog 
Number of live births during the year 

Namber of idll-birthivlnfoni deaths 
of leas than 7 d ava during the year 
Number of live birtfai stiU births 
during the yeer 

Number of infam deaths of leas than 
28 days durina-the year 


X 1000 


X 1000 

Number of live births during the year 
Nuiriba of infant deaths of over 28 days 
- duriaft ej jir - 


Source: 


Nuiriber of live births daring the year 
Office of the Registfar Ceneral, India, Vital Siatisiics Divkioa. Sample MegUtretiae 
Sytum, 1989.1992.73 and 9S-IS9 pp New Delhi, India. 
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>■ 'iMt lull, a Soil 
^ ‘pratMtliig’ wolnea vorlcMf frfriii 
; o ocBp a t ipoal tuaanbbywahidSog lh^ 

' a{iplMaeieedvdy:woimBinlii|^pqriii|, 

' Iwavy’Sadoitrial job* get 

[tfaoae Jobe, wUle women in lower paring 

ftmJI tion all y ltaiieleeecton'gMDoproieaion 

f fiom Mtkwa and pervaiivt riiki. 

\ Qnite a few employon have excluded 
iwomen woricen firom hazardous jobi based 
f upm the possibility of leptodoctlve injury, 
i while at the same time, they have condmi^ 
to employ men in Jobs which expose them 
(to hazardous substances in excess of accepted 
'i legal standards. Thus, on the one hand, they 
; are singling out wonten, based upon 
protective health measures while, on the 
.! other hand, they are subjecting nten to health 
- risks in violation of legal standards. This 
; double-edged position raises serious 
questions of discrimination against both 
; sexes. Prom one point of view, women are 
'• denied employm^; from another point of 
' view, men are denied protection. ' 

Our own Report of the Working Group 
on Personnel Policies to bring greater 
' involvement of women in science and 
technology (1981), carried forward the 
theory of selective sex protection when it 
recommended thus; 

Promoting the eraptoyment of women in 
science based industries is Imputam. Care 
is however necessary to see that they are not 
employed in occupadons and activities which 
ha ve special hazards for them. Women ha ve 
been found to be more prone to some adverse 
effects, for instance, as i n slomic energy and 
in mining operations. The Group, therefore, 
reconunends that women ihould not be put 
in hazardous occupations or professions 
when they are biologically not suited. 
Nevertheless science should offer variety of 
occupationi and professions which are safe 
andconqiatible with family responsibilities. 



' ' -■ "■ 

for taMncB^ bo fat 
iMSPHCt* VDOO pncaidig, 
r m fc nce. 
(Chavfcia 

1979]. 

WUto adnowleilgiiig the exiidiig gender 
blM in dectaring cei^ oocupttioni u 
neproducdvalytaizarduous whileleavingout 
• whole hoet of odwrs, whet needs to be, 
however, empheelwd ii the feet that: 

(a) haziadatonproduction in the workplace 
are real and need to be addreased. What is 
being contested Is the almost exclusive focus 
on female reproductive fenction and the 
implicitions for reproductive freedom; 

(b) protectiog only women achieves only 
part of the goal of‘stfeguaidiiig the species’. 
Male reproductive function is vulnerable too 
- and vulnerable to the same agents. Yet, 
there is a rematkaUe paucity of research on 
the elTecU of workplace hazards on male 
reproductive function, “altbough there are 


posilh* fladfatgi vMa4f evny (taHihe 
qaeadoo is poa^. 


Universally, two Joba that aie canM Old 
almost exclusively by women are 
housekeeping MddHldiearing.Hiepoari h h i 
advene consequences of Ihcee tasks ntile 
principally to the fedgue resulting firom hnig 
houn of domestic lidionr snd the coosteot 
demands of children. There is haxRy mif 
documentation, that we know of. the 
leproductiveimpoctoflonghounof domestic 
lalxnjr including child rearing in the Indian 
context; but research carried out in 
industrialised countries estimates that a 
house wife with a young duM works between 
70 and 80 hours a week not counting the 
extra work and sleepless nights when the 
child is ill [Patrizia and Hovdaque 1987], 
The inte.Tialismion of domestic w^ fatigue 
is so complete even in developed countriet 


AmMxx III; Pea CsirT or AnaKutruitAL Woaxais to Total Female Woaxais w Tamil Naov 

fDmwcrwBE) 


Rural-)- Urban 


_Rural_ 

District 

Agri Lab-f 
Cullivalors 

District 

AgriXabt- 

Cuhivatois 

Dhormapuri 

91.92 

Dharmapuri 

94.07 

South Arcut 

91.10 

Pudukottai 

93.56 

Pudukottai 

90.98 

SouUi Arcot 

93.55 

Tanjote 

87.59 

Tanjote 

93JO 

Triehirapalli 

87.47 

Trichinpalli 

92.88 

North Areot ' 

85.3.5 

North Areot 

91.34 

Madurai 

82.87 

Madurai 

90.55 

Periyar 

79.99 

Cbengai 

88.78 

Cheogai 

78.94 

Salem 

87.29 

Salem 

77.76 

Coimhaloic 

8658 

Ramnad 

75.62 

Ramnad 

86.09 

Coimbatote 

68..5I 

Penyar 

85.69 

Titunelveli 

61.16 

Titunelveli 

7054 

Kinyakumari 

33.69 

Kanyakumari 

40.82 

Nilgirii 

9.19 

Nilgiris 

9.97 


Note: Agricoltural wotfcea ^ Agriculluial lihoiiien pins cultivatoit. 

StHirct: ConuMitedfromCeneralEconomic Tables, Tamil Nadu,Series-ZO.Ceiisasofladia. 1981. 


AmNHX IV: Female AdaicuLTutAL Qiilo WnaxEts (0-14 Yeaxs), Tamu. Nadu (Dbteictwbe) 
District _Ruril + Uihan_ Rural 


Total 

Agricultural 

Cultivalois 

Agricultnial 

Pereentage 

Total 

Agncaltunl 

Cultivators Agricultural Prirrntagc 

Child 

Labooren 


Labouien 

Col (4) to 

Child 

Labooren 

Latwuiers Col (9) to 

Wofkers 



-f Cullivalon 

Col(l) 

Wofken 


- 1 - Cultivaton Cd (6) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) (9) (10) 


Madurai 

52608 

36649 

8551 

45200 

85.92 

47218 

34438 

8334 

42772 

90 JS 

Sooth Areot 

34801 

24442 

6257 

30699 

88.21 

34124 

24187 

6217 

30404 

89.10 

North Aicot 

45041 

291II 

7531 

36642 

8t.35 

41911 

28556 

7507 

36063 

86JIS 

Tanjora 

17207 

I307I 

1384 

14455 

84.01 

I49S4 

12624 

1339 

13963 

93J7 

Tiichiiapalli 

32660 

20689 

7633 

28322 

86.72 

30765 

20133 

7586 

27719 

90.10 

Salem 

47079 

24307 

8763 

33070 

70.24 

39256 

23398 

8617 

32015 

81J5 

Tiranotveli 

45178 

14392 

3861 

18253 

40.40 

34618 

13068 

3744 

16812 

48J6 

Rttnoad 

45271 

16153 

8907 

25060 

55.36 

36460 

15464 

8837 

24301 

66.65 

Chendepot 

22777 

14666 

2552 

17218 

75,59 

20193 

13777 

2460 

16237 

80.41 ' 

CoinibaiMe 

32113 

21492 

2578 

24070 

74.95 

26237 

20200 

2503 

22703 

I6.S3 

PCriyar 

30102 

20566 

3288 

23854 

79.24 

27149 

19697 

3239 

22936 

•4.48 

Dturtaapori 

30681 

18648 

10276 

28924 

94.27 

30090 

18514 

10260 

28774 

95.63 

Podokonai 

10500 

5044 

4296 

9340 

88.95 

10200 

5013 

4291 

9304 

91.22 

KaoyakuBMti 

3062 

677 

47 

724 

23.64 

2527 

663 

47 

710 

28.10 

Nilgirit 

2499 

256 

50 

306 

12.24 

1764 

165 

SO 

215 

12.19 


ffoit: Agrlealtaiai Workers > Agriculturil labouins plus caMviton 

Simret; Cowpaied from General Eco n omic Tablea. Tamil Nadu. Scriei-TO.OeaMwofladla, 1981. 
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atUtu die Indiviikub c o ncc n ied nor 


'^mtyHein can accoimnodtte a demand (if 
'rtvef it ia made} for the rt jht to mat But the 
cnicial point here ii that excesaive fatigue 
ia one inqiottant riik factor for prematurity. 

Tbeoredcally, at leaat, in the weat, pregnant 
women who have a paid job have the legal 
fight to have their work burden lightened and 
eventually intemipted without loaing their 
righta aa woricera. But. even in such societies 
there is no legal protection {m housewives, 
nor any regulation or risk prevention for the 
riomestic work which all women do, often 
All! trine, with a workload that no union in 
the industrialised world wouM accept. 
Domestic work itfiriesents a danger for the 
pregnant woman and her tiaby. All the 
requisite knowledge it to hand. The fact that 
it is largely ignored demonstrates that the 
definition of risk factors is mx the objective 
and mental exercise that technicians would 
bavc us beUevc. but that it has ideological 
and political implications. It is the inability 
to see domestic work and the rearing of 
children as real jobs and not as instinctive 
female functions, that allows (he risks, the 
fatigue and the inherent injustice of the 
situation to be ignored fibid 247]. 

Coming to the Indian scenario, if we expand 
the definition of work to include the lime 
and energy expended in basic survival tasks 
we get a formidable picture of the 
reproduclivcly hazarduous lives being lived 
by most of our rural women, including in 
demographic model states such as Tamil 
Nadu. We dwell below at some length on 
the domestic chore of fuel collection as an 
illustration of 

(a) The physically depreciating labour that 
needs to be continuously expended in such 
tasks in addition to wageetuningemploynient, 
for sheer survival; 

(b) The technological exclusion and/or 
inappropriateness that is the hailmark of Che 
plaiuiing process in this sector, and 

(c) The consequences for health because 
of the criminal negiigence of this sector. 

GENDEiteo Pouncs or Fuel 

An offshoot of the adoption of (western) 
development paradigm has teen an 
exmoniinary high growth of population in 
urban areas. The urban/industrial growth 
patterns combined with the economic and 
political clout exercised by the uitian elite 
in demanding priority access to all forms of 
inftBstnicture, including supply of energy, 
has resulted in huge investments in 
oonoeatnted energy forms serving a relatively 
fflinor part of the nation’s population. 
International and even national aid agencies 
have been influenced by western patterns rrf 
energy supply andcotuequemly have tended 
to confine their energy capital loans to 
centralised electricity production and 
distijbution systems. 

The above confluence of factors has had 
an obvious deleterious impact in that the 


niral anas have not raoehmd • 
invetonentinenetgy supply (neidnrelMm 
narnooHdeetiic)piapofth)oaietoth0po|Mla' 
tiooHviogibcre.’nilsicenaiio.aflerfiMirmd 
ahalfdecadesofplanningiainftKtadocu- 
rnentationofliowthispattefliofdevekinKnt 
has excluded vast sections the popttiation 
from its purview, which exclusion is 
economic in nature for some sections of the 
urban population, but. for trusty of those 
in the nuiti areas the exclusion is both at the 
social and economic level. 

The burden of our argument is that, the 
review of policies, and, attempts at 
intervention to increase energy supply to the 
rural areas, cannot be measured simply by 
citiftg numben or quantum of installation of 
particular facilities (which is what the plan 
documents of the stales and the centre do). 
Despite theincrease in the quanturoofenergy 
supplied by various components to (he rural 
sector, a vast section of the population, for 
various reasons, has not benefited, 
particularly as far as energy for cooking is 
concerned. A majority of these sections of 
the population which depend almost 
exclusively on wood fuel systems continue 
to remain both outside the control of 
government and outside the market economy. 

The entire ^proach towards provision of 
even basic facilities to this sector has acdiatity- 
oriemed, social service attitude and not one 
of the legitimate rights of this sector to a 

larger shareimnvestrncntandfadlities. given 
(he larger share of population residing in 
rural as compared to the urban areas. Much 
of the debate on household energy 
^uirements has become so engendered th«, 
intentionally or otherwise, the issue of 
cooking energy and firewood availability 
has beai relegated to the realm of women's 
issues and thereforeof peripheral importance. 
Much of the discussion on wood fuel crises 
takes place as part of the larger concern for 
environmental protection; the fundamental 
question of how these sections of the 
population are to survive in the absence of 
alternative sources of energy gets short 
shrifted in the process. 

The most direct and regressive impact of 
cooking energy non-av^Iatnlity/ihortage is 
on women who are mainly responsible for 
meeting both basic needs and household 
energy needs. Time allocation studies 
document the impact on women's time of 
Aiel wood and fodder shortage. Thescstudies 
show a wide range (from 45 minutes to five 
hours) in the time women spend each day 
in fuel collection depending on factors such 
as proximity to forests or to other sources 
of fuel, tyjx of farming systems, hill, desert 
and/or plain regions, etc. The problem of 
measurement of fuel collection notwith- 
standii^, the iirgsortant fidlout of any increase 
in fuel collectim time is that it has severe 
implications for other housdwld activitiet.’ 

More diiect linkages exitt between tiiel 
ihottages and nutrition. Studies have noted 


that fribert^.. 
cook^ tad tiOiv 





for a sttbatantial duuti pT mm't an 
childten'i energy output, around TOO an 
300 calories per day respectively.* 

Domestic drudgery reaukteg ftum a lack 0 
public investment iniaftaainictureudftw 
slack of public atSBotiantopreaerviiigcuiren 
sources of water and fkid is ftequeatly leei 
IS a hallmaik of poverty rather than a direci 
forniofdiscriminaifcmigaiiitiwomen.Wbcr 

such government Inatientlon is viewed n 
(he light of the disproportionate physicu 
burden it imposes on women, it Is diflicul 
not to tee women’s domettic burden si 
another manifestation of gender iaequaliiy 
in the poliiical process.^ 

Worse, there isgrowingevidenceofadvene 
heaitheffectsbecauseofhighbiomatssmoke 
levels. Much ofdomestic cooking and space 
heating in rural areas lake place in poody 
ventilated houses through the use of 
traditional chuihas, which have low thermal 
efficiency and high emission factors, all of 
which combine to produce very high 
concentration of air pollutants. Four major 
categories of ill-health have been identified 
as health risks associated with pollutants 
from using unprocessed biofiiels. These 
include: (a) respiratory infections in young 
children; (b) adverse pregnancy outcome!, 
for women exposed during pregnancy; (0 
chrome lung disease and assocUded hein | 

disease in adults; and (d) cancer,'With r^tan) 

to adverse pregnancy outcomes, carbon | 
monoxide emitted in the course of biomau j 
combustion is perceived to be one of the I 
majorculprits.Considerebleainoumsofthis f 

undesirable gas has been detected in the ) 
bloodstreams of women cooking with 
biomass in India. Besides, studies conducted 
in western India associate a SO per cent 
increase in stillturths to exposures luflered 
by the region’s pregnant women,* While a 
lot more studies are required to allow 
quantified conclusions with some measuie 
of confidence, much more effort is required 
to make even a small dent in the direction 
of Indian energy planning. The latter is still 
drivm (polttic^ly and otherwise) by the 
traditional supply-oriented mentality , 
erophasi.sing the developmeniofpower, coal) 
and hydrocarbons without itwpmf regard 
to specific end-uses that determine ihe 
demand for these energy sources as well as 
the social and environmental cosU of pro¬ 
viding these services. In fact, most research 
in the area of fuel upgiadati on has preferred 
to keep the concerns of commetcial utility 
and profitability in mind, rather than keeping 
those of indoor air pollution. As hat bees 
pointed out, “in many wayt, the problem of 
indoor pollutim aa it exists today ia an out' 
ward lign of the low value placed on the tine 
and labourof women” [Ranuktishna 1996) 
Objectivdy, also, the options avdiabk 
(tedmological and otherwise) for providini 
eneigy services to ninl areas are still voy 
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imited. M t itpoit hf TSM iqdCi 
iriille «||RHive pnmotkm exociMll M 
mdodaienend impniikmihatnneM^ 
imdKpanaoetforlndia'ieaagypfDUeiMt 
ie reality ii that imbiguidei perdit in the 
dentificatitm ofJtmactiif ami liniih^^ 
ocfa RET (renewable eoergy technology), 
iu b atan t ial effotta need to be devoted to a 
crioui asieaimeot of what cuirem RETi are 
ble to achieve and to arrive at a reallidc 
atimateofthe potential of there technologies 
n the overall Indian energy aystem" [Tata 
inergy Research institute 19M]. 

m 

We began by positing the possibility of 
1 causal relationship between the structural 
lature of wofk (both domestic and non- 
lontestic) particularly for women, and 
epnxhictive health as indicated by child 
noitality estimates. We also emphasised the 
set that beyond a point, if we have to make 
positive impact on reproductive health, we 
equiie, not just improved and accessible 
e^lh services, but focused interventions of 
uch a high ortler as to change the parameters 
f development One such parameter is the 
tructural nature of women’s work which has 
anUy seen any dramatic changes in all these 
eats. 

Taking first the case of women's 
mployment outside the home, we had thus 
irus^the 1481 census data to substantiate 
ome of our arguments. In this concluding 
xtion we discuss the (limited) data made 
vailable relating to the 1991 Census as well 
. the 50th round oftheNSSon employment 
attems, for a p icture of the emerging scenario 
I the decade of the 1990s. 

According to 1991 Onsus, all-India, the 
)tal niral workforce in the primary sector 
verthe period 1981 to 1991 has comedown 
om 83.35 per cent to 82.36 per cent. At 
K same time, the rural female population 
epending on this sector has incrca^. The 
ercentage increase in rural employment in 
le primary sector is 18.73 percent for males 
ltd 42.09 per cent for fetnales. Though the 
ital growth in the primary sector is equal 
I the growth rate of papulation, the female 
orkers in the agricultural sector incieased 
jbstantially, while male workforce 
itnessed a direline compared to the rate of 
rowth of rural populreion [Arun Kumar 
994], The NSS gives an even more 
isconcerting picture of employment growth 
I the post-reform period. At first sight the 
suits of the ‘large sample' 1993-94 NSS 
irvey seem to support theoiUcial claim that 
le employment content of growth has. 
oeaied in the pcDceu of economic reform, 
owever, beyond the official claim, 
wavelHng the quality and content of the 
lU rqreals the following;'* 

(•) The measured employment growth is 
ghiy seniitive to the incluiionfexcluiion 
subaidlaiy wotfccn. During 1990-94 the 
imberof principal wotken increued by 18 


innenredbyiPrtgloreThelitterireperiwii 
(overwiMdtfllilly women) who report 
ihemrelvoe ‘unwy jkn in the workforce' 
but who (fid aotim work during the year. It 
if only if IhU catkfoiy li inchided in the 
defiidlkm of workers that the poat-reform 
emptoyment growth can be said to have been 
highw than die prMcfbrm trends. 

(b) The second point to note is that, even 

itipjiidiii g there 

growth tree of non-agiicultural employment 
deceleitted very mrekedly after the reform. 


ArrBNOix V: Oblo MntTAurr EnmATES, 
Tamil Nadu 


Slaie/District 

<KI) 

9(2) 

9(3) 

9(5) 

Tamil Nado 

Total 

86 

103 

114 

132 


Rural 

94 

116 

127 

146 


Urban 

68 

78 

88 

104 

Cbenoai 

Uibaa 

53 

58 

66 

79 

Cheocalpattu Total 

85 

102 

112 

132 


Rural 

93 

116 

125 

146 


Uibun 

71 

80 

93 

108 

North Aicot 

Total 

100 

124 

137 

158 


Rural 

105 

131 

143 

166 


Uiban 

85 

100 

116 

129 

South Aicot 

Total 

104 

127 

143 

167 


Rural 

109 

134 

IS2 

177 


Uiban 

72 

85 

93 

no 

Dharmapup 

Total 

81 

98 

106 

122 


Rural 

83 

101 

111 

125 


Urban 

66 

77 

86 

96 

Satem 

Total 

74 

88 

95 

112 


Rwal 

77 

94 

101 

116 


Uiban 

65 

74 

80 

101 

Periyar 

Total 

76 

94 

102 

110 


Rural 

79 

99 

106 

113 


Utban 

70 

92 

82 

102 

Coimbatore 

Total 

76 

90 

95 

113 


Rural 

90 

III 

122 

134 


Urban 

64 

74 

81 

94 

Nilgiris 

Total 

86 

lOS 

113 

133 


Rural 

94 

108 

126 

153 


Urban 

76 

93 

101 

111 

Madurai 

Total 

88 

107 

118 

137 


Rural 

100 

124 

138 

156 


Urban 

67 

78 

87 

100 

Trichiiapalli 

Total 

87 

104 

118 

134 


Rural 

92 

112 

126 

140 


Urban 

74 

84 

95 

116 

Thanjavur 

Total 

79 

93 

too 

122 


Rural 

81 

98 

104 

125 


Urban 

73 

84 

97 

■ 12 

Pudukollai 

Total 

73 

83 

98 

111 


Rural 

75 

86 

too 

114 


Urban 

59 

68 

76 

85 

Ramnad 

Total 

96 

118 

129 

149 


Rural 

103 

131 

142 

IS9 


Urban 

78 

89 

105 

123 

Tirunelveli 

Total 

105 

128 

148 

166 


Rural 

114- 

140 

163 

181 


Urban 

89 

103 

122 

139 

Kanyakumari Total 

58 

68 

72 

87 


Rural 

39 

67 

73 

88 


Urban 

58 

70 

75 

80 


Nott: The four eiiimaies of child monaHty. 
nsmely, q( I), <|(2), q(.3), aad q(S) deaoiB 
(he aundier of deaths per 1000live Mnhi 
by igc i, age 2, age 3 and age 5 
respectively. 

SoNree.-Child Mortality Estiiiiaies of ItMlia. 
Census of India lOtl.OccamoalFqwn, 
No.S oflOaS, (pp IM-U) Office of the 
Regisitar Oencial. New Delhi. 


An Interestiiig aspect of thb b dut the 
dece l eratitMinthoffowihoft Mi. sgrini i ti i ral 
enqilqynieot was conceottmad entMy in 
rural areas, with there being no sign m nil 
of any signiiicam decelcfation of driian 
empltoineiit g ro wth, total ofBoa-ngriatob. 
This revenat, with intdaliao of lefonm, of 
what had hitherto been a very rapid growth 
of rural non-i^cultural emptoyment is 
perhaps the most sigrrificantteMltcmerghig 
from the survey. 

(c) Cleariythepost-teformdecelendoain 
non-agricultura] employmem growth was 
accompanied byalargetelarive^fttowmls 
agricultural woiii, and there wu also s large 
increase of subsidiary workers doing such 
work. This raises the natural question of 
whether this increase in agricultural 
employment was a positive development or 
a distress outcome related to lower rural non- 
agricidhital opportunities and higher poverty. 

(d) In fact, the rale of growth of agiiciiltutal 
output has slowed down after the refonua. 
and so the growth of labour demand in 
agriculture is likely to have deceiaated as 
well. Consequemly, what is being observed 
is almost certainly a rise in labour supply 
into the agricultural sector from certain 
segments of the rural population, particularly 
casual labourers and subsidraryworten.This 
in itself suggests that the higher growth of 
agricultural employment was driven more by 
distress factors; for example, leseredi on 
female participreion rates in the post have 
concluded that female parncipatioa in the 
rasual agricultural labow market and as 
unpaid helpeis in family from lends to increase 
in bad years. And more generally, using 
agricultural output data and the NSS figures 
on agricultural employment shows thst per 
worker agricultural output fell significregly 
in the post-iefonn period This dcv cl oproeM 
too confirms that the post-reform incieaies 
in agricultural employmeix to(A place not 


ApveNMx VI: Cirno Mcwtauty Esi os a i m sy 
THE OCCUTAtlON OF MaOI WOSOM, TAMB. NaM) 


Occupation 


9(1) 

9(2) 

9(3) q(S) 

Main Worken 

ToitU 

104 

135 

144 

159 


Rural 

106 

135 

146 

163 


Uiban 

92 

IIS 

130 

135 

Cultivatan 

Rural 

92 

112 

126 

142 

Agricullural 

Labourers 

Rural 

138 

143 

135 

174 

Manual . 

Rural 

134 

151 

157 

180 

Workers 

Ufbnn 138 

143 

148 

167 

Non-Manual 

Rani 

70 

IS 

92 

99 

Workers 

Uiban 

SO 

63 

64 

64 

Non-workers 

Total 

73 

85 

94 

Mi 


Rural 

81 

97 

106 

123 


Uiban 

63 

71 

80 

96 


Neir: The four creiiMlea of child reoilality. 
■>a'reiy.q(l)iq(2).q(3).redq(5)deaolerhe 
Bnaief ofdeeUnper lOOO U v e Mrd w byage 
1, age Z 1 ^ 3 and ap 5 resperendy. 
Source; Child Mortality Eitinaies of Mio, 
CenMs of India 1981, Orriilanil 
Popm. No 5 of l«n.(N|e iniOOloa 
of rhe Regirenr Oeneral. Nrev Drew. 
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in the context of gtealer niral prosperity but 
reflected greater adversity. 

If the scene on the non-domestic 
employment front it not very encouraging, 
the situation in the domestic front, as far as 
household wotlc is conoemed, it not very 
bright either. To come back to our discussion 
on the availability of bask; infrastructural 
facilities like fuel, water," etc, we find that, 
according to the 1991 Census, tCensus of 
India 1991] for the country as a whole. 


(a) Only S6 per cent of rural houiefaoItU 
had access to safe drirddng water, that is, 
water drawn from tap, hand pumpftubew^; 

(b) Only 35 per cent of rural households 
had access to electricity; 

<c) Only 9 per cent of rural houaelKrida 
had access to toilet facilities; 

(d) While 55 per cent of urban households, 
other than those of SC/ST, had access to all 
the three facilities (of drinking water, 
electricity and toilets), only 5 po' cent of 


niral houadwldB had acceat to all the three 
facilities; 

(e) Wood is ttin the most imporint fbel 
forcooldagusedliy72perocnton)ousebolds 
in the niral areas, followed by cowdung (20 
per cent). 

To complete this dismal scenario we need 
only to p(^ out the less than I per cent of 
total central plan expenditure put aside for 
the non-conventional energy sector. Hus, 
despite the fact that non-convcntional energy 


AiTGNDa VD: Known HsLAtM Haxaxos or SOMS OccurAnms 

Occupation and Some Health problems 

Causal PScton 


Manual Agriculmral Worttrs 

(Postunl problems exposure to dusts and chemicals; 

imjiiMrfMt impleineiits; working barefooO. 


FloMHim Workers 

(inhalation of dust; exhaustion due to heavy work loads; 
fiutlier increased by pieoe rated wages and by high 
eavktMmMiital len^i^uiea and buinidity; 
lack of health and medical services; working barefoot). 
CoiutnictioH workers 

(heavy work load, unsafe noise levek: exposnic to 
dusts and ch e mic als; accident-prone wocking 
eoodiiioas; contract labour) 


Cairyiog Water 

(heavy physical strain, even during pregnancy) 


All Worfcen Invitlved in Manual Labour 
(liftiag heavy weights, postural p robl e m s , heavy 
woiki^; condnuous hmivy work from childhood through 
iUncsa. ptegnancy and in the post-partnm period to 
old age: nutriiumal deficiency). 


General 

Oeneralised body acbe; aches in calves, hips, back, lep and 
shorilden; irritation of the leqiiratofy syitem; icapiratoiy allergies, lespiiatory > 
tract infections: dgbmess of chest; chest capacities: pnoniocoiuosis; cutaneous ^ 
alletglet; skin irritation; rushes and pruritus; mycosis; eye irritatioa: paddy i 

keratitus; helminthiaais - schitto-aomiaaia, ankyloitomiasia: paronocia; Amgal i 
infectiona in feet; ecxema; otIeofflyeUlia of fingeii. 

Injuries 

High rate of duesher aecideiits, especially while crushing sugareane mid ginning 
cotton; also setioui physical InjuriM occur firm) the cutting ^gef of imptomeata, 
luch as sickles and machetca; for lack of first aid facilities, small injuries become ] 
serioiia and often lead to tetanus. i 

Taxicitus k 

Pesticide poisoning; inlestiiial lusnialoiy and neurological disaiden; nausea: % 

vomiting; abdominal cramps; diarmoea; cough; headaches, vertigo; blurred vision; ^ 
muscular twitching, convulaiom; lost of leflexei; lost of sphincter control; 
distoibancc of equilibrium: jaundice; coma, and ultimaicly, death may result ^ 
by respiratory arrest I 

Gynaec i 

Abonioiu; premature deaths and slitlbirlhs; high rate of neonatal, infant and I 

maternal mortality. 9 

Lung infections and bronchial problemt; physical itress; malnutiiiion; Helminihic e 
infealaiiona; dysentfin, contact dermatitis and other contact diseaae; heat stroke. | 
high incidence of maternal and child mortality. I 


Physical stress and strain; skeletal defects; numbness of hands and fingers; loss of 
bearing; stiess;bigh blood pressure; muscular pain:iniestinal problema: 
gastroeMCfitii; letpiratory problems; atthma; silicosis, tsbestosis; skin diseases: 
heat cramps and sun btims; serious accident injuries, deaths, spontaneous 
miscasriages; high rate of infant mortality; a feeling of iiolation and rootlessness 


Physical strain; intense pain in different parts of the body, especially the Icgi, waist 
pin bones and sboulden; prolapse of Ik uierui; miscarriagea. 


Dittttfbaitces of blood circulaiioo in (be pelvic organs and lower Htnhf ’ 

menatival diaonicn; prolapic of the uterus; raiaca^age or still birth; 

flat and narrow pelvic, if carrying weights from early age; risk of 

injury to spinal cotomn and adjacent nnuclea, esperially in the lumbar 

region: cireulttoty organs may be affected: deformicies; caHositesmeuritic peins; j 

pa^ysis. I 


All Women Worken Working in Home-Based Occupations 
(Exposure 10 dusts, such as tobacco, cement ho ns ed us t 
exposure to tuoarduous chemicaii, cariton monoxide, 
lead, abntive cleaners, fungi; drudgery; 
repeitted movements of a km pans of body: heavy workload; 
pofttual proble i us without resale; coniiant 
stndn oa eyes due to poor lighting; low nutritional stains and 
work valn^ less in money terms as well as in terms of siatns. 


Rcspi i utoty p rob lems , hwlniiaf of tumours; digestive problenis; advene 
efiect on leproductive systems; fatigue; skin pr^leim; back, 
particularly low back pain; pain in Umbt, body aches; stiffheu of joints; 
weakening of eye tight; hean dneares; a^iy; ulcers, exhaustion arid dintneas. 


A 


Workers Inratvedin Processing cmd Other fndtutries 

(body exposed to ice-cold water, cotrotive finidt: wet grounds; Extreme fetigue; pain in body; cmntion of hands and feet; peeling < 
coottant expofUR to duata, such u, ailica, fibers, alleigm; of the skin; ulieoiis and other Ineniable and fetal reapinioiy 
infections me to work; dredgety; eye slreiii,iiiiiirie$ due to problemt such as fibrotis; clobb^ of finmn; serious iqjariei; akin 
sharp-edged, rough surfsoe; postural problems; coatuct with d i trascs like dermatitis; eiephsnriasis; backaches; sUcigies; weskewing 
extremely haxarfcoas and mqilasive chemicals: tack of of eyesighL 

fecilities like toilets, drinkiitf water, test tooms; low wages 
and iasecurity of empioyment; low amritional states. 


Source: Shramshaktl: Report of the National CammUtbrn on Se^^Emgdayed Wowea md Women in the /^ f o r m al Sector, lune I9U, New Deibi. 
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mica conttnue to contribute ilgnificentty 
meeting the energy needt of the nirel 
'eaf. Such abject low inveetment in niral 
ihmtiuctiire has a direct bearing on the 
ealth (leproductive and otherwise) of niral 
nnen because of the enormous strain they 
ive to undergo for the most basic tasks. In 
01 a context it becomes increasingly pto- 
ematk to support policies aimed solely at 
iproving women’s participation in ma^ 
stivities. Our emphasis, therefore, on 
odifying and/or doing away with institu- 
Nialised inequalities between men and 
omen at the household and societal level 
not just to achieve gender justice but also, 
ore importantly for gender-safe life and 
productioiL 
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No9. Febraan 27, p 332. BlizabeihCeceltkj. 
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the ease of aiban hoosiiig board tenements), 
■pun from eausin| heavy physkel strain, is 
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the women dweUiiif in die upper floats M 
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After the long dark night comes the dawn. And the 
sun is beginning to shine through in Kashmir, once 
more. Peace and prosperity are returning to the 
people who so richly deserve it. 



It ha.s been a year since the present Government 
took over under the able guidance of Dr. Farooq 
Abdullah, notching up achievements, quietly. 

But then, can anyone mute the echoes that can be 
heard so clearly across the Valley? 

WHAT DO WE HAVE TO SHOW FOR THE 
* LAST 365 DAYS? 

Security 

In the recent past could anybody imagine lakhs of 
people flocking to the Holy Hazratbal Shrine to 
offer their prayers and have deedars of the Holy 
Relic? And that includes the Chief Minister and his 
ministerial colleagues who also participated in the 
celebration at the Dargah. Gulmarg and Pahalgam 
have been packed with happy holiday makers. 

The garden.^ once again .saw throngs of picnickers. 

Incidence of militancy declined by 32% and 
killings by 39%. Doesn't this speak volumes of the 
changing situation? 

Democr a tic Reviral 

Or. that the Panchayat Elections being held after 
17 years, and that 30% scats were reserved for 
women in the Panchayats. 

Public Contact 

b it possible that political leaden star^ 

Ofganising public meetings to hear an alienated 
people give vent to their grievances in areas that 


Kashmir - A I 

were once considered bastions of militancy? 

AdminiatntfhHi ^ 

Imagine revitalising the administration and 
making it an instrument of change, if the C 

situation was not under total control? ' 

Anti>Corniption 

Can it be claimed elsewherp, that (he investigations 
of corruption cases were completed in a record six 
month$,includingtheinramou$Anantnagacamof 1993? |j 

Mignuts ; 

Who else would chalk out a (tetailed Action Plan for < 
the return and rehabilitation for her people and then 
arrange social interaction with the nujority community. 

Devriopmeot 

Tlic annual plan outlay for 1997-98, has been ^ 

raised from Rs. 1,250 crores to Rs. 1,550 crores, ^ 

and the 9th Plan budget being raised from t 

Rs. 4,000 crores to Rs. 10,000 crores. 

Econmny 

When things ate improving, can the economy be I 
far behind? There is renew^ interest in 
investment in tourism and the infrastructure. 

Closed industries are being reopened. 

I 

Horticulture 

How can Kashmir be Kashmir without fruits? A 
walnut plantation has been launched with export 
potential of Rs. 100 crores. Fruit processing units 
and the setting up of 19 ihiit and agriculture 
markets is plann^. 

Rural Devdopment 

Can the life of the State, which lives in its villages 
be forgotten? The Employment Assurance Scheme 
was extended to all the 119 Blocks. More than 
12,400 poorest of the poor have benefited from 
the IRDP. Houses for the homeless. And more. 

Educadon 

150 primary schools were opened. 13 high schools 
upgraded to higher secondary, 24 middle level 
schools to high schools. Ai^, Rs. 10 crores have 
been released for the reconstruction of all 
militancy damaged school buildings. Copying in 
examinations was compulsorily stqtped. 

Enphtymeat 

If there are jobs going, could it be in Kashmir? 
Government creat^ an employment package of 
26,000 posts, having advertised 14,500 jobs, 
including 8,500 of special lecruitinent drive. 


EconoDk aid 




3SEWAL OF Hope 

Fofcite receiving guests again . Shikaras with tourists ply 

Is anybody doing anything about protecting our on the lake. The gardens bloom. 

Forests? A drive has been launch^ against forests' 
smuggling, a Forest Protection Fbrce set up, Forest Power 

Act amended to empower DFOs to confiscate Was it a miracle that brought down the power 

smuggled produce, tools and vehicles. 20,000 cfL cuu lasting 14 hours a day to a level we all can 

of timber has been seized and 445 saw mills live with comfortably? 

demolished. 

PuMk Works 

Urban Devetopment What can we do to build bridges over troubled 

A satellite town in Sidhra, near Jammu. A 70 crore waters? 31 damaged bridges have been taken up 
sewmge project for Jammu, a Rs. 26 crore project of for restoration in the Valley this year and 400 
Bran Nambd, a Rs. 24 crore project for Khushalsar. militancy damaged bridges identified for 

And. an Action Plan for the conservation of reconstruction of which 196 bridges are being 

Kashmir’s famous Dal Lake. Isn’t that taking care? taken up immediately. 
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Social Welfare 

34 ICDS projects with 972 anganwadi centres were 
sanctioned and achieved a milestone in uni versalisation 
of this programme in the State. Honorarium of 
anganwadi workers has been doubled. Isn’t that 
the way to raise the standards of living? 

Food & Supply 

With our efforts in winter stocking can spring be 
far behind? For the first time winter supplies were 
arranged to the satisfaction of the people of 
Kashmir and there was no scarcity of kerosene oil, 
LPG and essential commodities. Winter stocking 
for Ladakh was. completed ahead of schedule. 

Industries 

How does a state encourage an industrial culture? By 
investing in a Rs. 40 crore Growth Centre and a 
Rs. IbcroreExpoftPromotion Industrial Park, naturally. 

Tooilsa 

What would Kashmir be without tourists? It was 
indeed heartening to sec no less than 80,000 yatris 
at Amarnath and 35 lakh pilgrims visit Vaishno 
Devi Shrine. Large-scale preparation is on for the 
forthcoming tourist season. The houseboats are 


Revenue 

How docs a State function without a smooth flow of 
revenue? Tax collection has re vi ved. Revenue machinery 
has been revamped and training facilities upgraded. 

HnJ and Auqaf 

Imagine going on Haj directly from Srinagar? 

Direct flights were arranged from Srinagar to 
Jeddah with immigration and customs clearance 
facilities provided at Srinagar airport for the first 
time. The Auqaf Board has been reconstituted and 
no political interference allowed. 

PM’s Visits 

For the first time the Prune Minister visited the 
State four times in one year. Isn’t it a privilege? 

What does Jammu and Kasumk have 
TO SHOW K» the LA.ST 365 DAYS? 

Wt ASK YOU? 

GOVERNMENT OF 

JAMMU AND KASHMIR 

CMEPARTMENT OF INFORMATION 


October 25. 1997 
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Child Care OptkMis in Agriciittural Contexts 
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This paper examines the changing circumstances (^women's lives and work, the consequent burden qfmultipi 
roles and the child care support systems utilised by them in the face of practical constraints. Focusing on chil 
care, it presents evidence from four unique researches which have studied not only the child care supports usei 
by employed mothers but also women's perceptions about these, their preferences and the options viewed b 
communities as viable. Drawing from this, conceptual issues pertaining to child care have been raised and < 
strong argument made in favour of adequate child care services. 
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I 

Introductioa 

Women Womc 

I’ve got the childreii to tend 
The clotbes to mend 
The floor to mop 
The food to shop 
Then the chicken to fry 
The baby to dry 
I got company to feed 
The garden to weed 
I've got thuti to pieat 
The toll to dress 
The cane to be cut 
I gotta clean up this hut 
Then see about the sick 
And the cotton to pick. 

Shine on me, sunshine 
Rain on me. rain 
Fall softly, dewdrops 
And cool my brow again 

-Maya Angelou, pp 37 



THE issue of women, work and child care, 
the role conflicts employed women are 
coafroMed with, the limited options in front 
of them, their striving toward making the 
most of whatever supports exist and the 
effects of these on chi Idim - these are themes 
which have been widely debated over the last 
two decades. Atgtied about by nutritionists, 
psychologists, child developmau profes¬ 
sionals and feminists for sometime now, it 
has received a measure of political recognition 
only recently. The coming of age of the topic 
hu been the consequence of: 

- A series of researches and debates 
worldwide which concentrated on extricating 
and exidaining the variables implicated in 
the issue of women's work and child care. 

- Workshops, seminars, discussions and 
individual attempts at piecing togethm’ the 
facton into a more coheieni and multi- 
perspective whole. 

The IbliowiDg sections of this paper fMtempt 
to integrate data from four priinaiy research 
studies that have focui^ on isttiet of 
women’s work and child care in a 
compreheiuive manner. Section 1 preaenu 
the background to the issue. The second 
section examines child care strategies 


interwoven withconunuoitypeiceptions and 
highlights emerging needs. The final section 
summarises critical conceins that point to 
the undeniable need for attention to the issue 
from policy-makers. 

I 

Genesis and Evolnlkm of Debate 

The origins of the debate can be traced to 
the eariy 1980s when Intesnational defini¬ 
tions of work were examined and found 
warning [Dixon-Mueller and Anker 1988; 
Mukhop^yay 1981]. There definitions 
cotuidetedp^uctiveandieproductivendes 
of women as mutually exclusive and implied 
that women could choose between the two. 
Actually, In poverty contexts, women can 111- 
afford the luxury of choming between 
producti ve and reptoducti ve roles [Dean and 
Popkin 1989; LesUe 1989]. Ofover91 millioti 
women in tiM labour force, 24-26 million 
have children below the age of two 
[Shramshakti 1986]. Economic constraints 
demand that they earn an income especially 
as they happen to be sole providen in more 
the 30 per cent of households [Prasad 1997] 
and simultaneously perform their nurturing 
roles. Women are viewed as the main 
providers of child care and feel guilty and 
anxious if unable to do so. This scenario is 
unfortunate in the light of historical facts 
which have been rerutinised by Lamb, 
Sternberg, Hwang and Brobetg (1992) in a 
book titled Child Care in Context. Snidies 
of hunter gatherers and agricultural sodelies 
show that exclusive mothering was never an 
option for women in homo saftien bistofy. 
Depending on the laak, the season, cMldren's 
ages, availability of alternatives and women’s 
working conditions, children accompanied 
one parent or the other or were left stgxrviaed 
Chiid care was shared by family nymben 
and neighbours. Exclusive maternal care, 
which was the luxury of a minority, by some 
quirk, came to be viewed as the norm and 
the tradition. Even today, there are virtually 
no societies where it is the typical practice. 
The difrerence today is that with locietiea 
becoming increasingly induitrid and the 
nature of agricultural work changing, 
woffcptocei becoming fWther fiom home. 


shrinking average household sires fas 
result of male migration and decrease 
f<»tility),theconsequcr8 reduction in suppoti 
and with environmental degradatio 
(entailing travel over long distances for fire 
water, and fodder), women’s circumstance 
have beemne more demanding (Lamb el a 
1992; Landers 1992]. While iiidustrialisa 
tion has created opportunities on the mm 
hand, it has also di^pted familiar culUira 
practices and patterns that women hac 
devdoped over the yean to cope with theii 
multipie roles. Modern day work is mud; 
more regimented and less easily adapted tc 
child care needs. This leads to an in< 
compatibility betwem mother’s productiv. 
and reproductive roles. Such incompati¬ 
bility affects many women as female labour 
force participation peaks at 25-44 years - 
the very years when child care responsibi¬ 
lities also peak [Jain and Chand 1981; 
Shramshakti 1988]. 

A host of other facton complicate the 
issue further. Women work long hour 
because of unstable or absent male incomes 
or reduced access to the same. Battling for 
time, energy and financial resources, child 
care is done concurrently with other tasks. 
The complexity of the task of co-oidinatin 
work with child care has not been ignored. 
Since the 1980s, a number of studies have 
focused on the consequences of female 
employment and its itiqilicaiiont for children. 
An overview in Jidates that research studies 
can be clustered according to the penpective 
that they subscribe to'. 

Nutrition Studies 

A number of researches in the 1970s and 
1980 b concluded that maternal etnploymeoi 
Jerqnrdises the child's nutrition^ status. 
While Kune studies reported Vitamin A 
deficiency (Engle 1981], others reported 
decline in the nutritional status of children 
of employed mothers because of deprivation 
from breast-feeding time [Kumar 1978; 
Popkin and Solon 1976, RamaUnguwami 
et d 1996). However, few nutritiiHi studies 
found significant telationihipi between 
maternal work status and infaru feeding 
pncticea tlwa rendering them queatioitabte. 





Bcaif Ck ikBtao d Can(nlEAioa$l<mi Mn 

Biiiplayed modien lomedmai moA to 
tte tue of fonnd child care lup ppoit i in 
order to cope with their burden. Hence, 
crecliei and day care centra were eundned 
(brdieireflkMacyandutility.Thecancluaian 
wu that fomudddld care nippoits are grocsly 
undenidliied becaure of; 

- Poor quality of lervica rendered ae 
Mirndaed ftom poor adult child ratio, low 
empha^ on training in deveiopmental and 
educational aapectt and inadequate attention 
toeffiKtiveiMterialsandapproachaLIChulIar 
1991; SwanumUhan i993]. 

-Infleubtlity of service inodds(Govenunent 
of India 1986]. 

- Absence of women's partidpation in 
designing the service modeis [Sriram 1996 
in press; Swaminaihan 1985]. 

'The impiications of these for the 
developtnent of the chiid were discussed and 
the venlict was advene. It was concluded 
that poorly designed and delivered services 
have a negative effect upon child 
development. 

Women in DEVBLorMe^f^ STtnaes 

Studia of women in development came 
to stailtly different conclusions. They found 
that mothers who are employed spend a 
greater proportion of their incoma on the 
welfare of their chiklten as compared to 
fathers. They focused on women's and 
children's improveddccision-making powcn 
and self-confidence [Chaudbari 1990; 
Huffman 1985]. Hence, they took the 
diametrically opposite stand of summarising 
that maternal employment is, in fact, 
beoerKial to children. 

While the first two perspectiva viewed 
the issue from the sta^point of children, 
the last viewed matters from the woman's 
angle. None examined the matter from 
both viewpoints. In taking extreme stands, _ 
all compromised on a wholistic con¬ 
ceptualisation of the issue. What was common 

to all three was the study of the effect of 
maternal emptoyment on child welfare in 
naive cause-effect terms. In real life, a 

complex interplay betwecnavarietyoffacton 

guidin choica and produca consequences. 
For instance, in nutrition studies, matetnai 
employment was assumed to be the cause 
and the dHld'snutritionai tiatus, the outcome. 
The alternative interpretation that it could 
be anxiety over her child's well-being that 
may have motivued the mother to seek 
etnploymeot was not taken cognisance of. 
AIm, rather than the {uesence or absence of 
the mother, it is the liming and quality of 
feeding, i e, feeding pnctica that eventiiaily 
decide whether or not a child is going to be 
well nourished [Ramalingaswamiet at 1996]. 
SiinUaily, in BCCE studiet, the conditions 
that fbfceawofflanioopt for an ill-equipped, 
poorty-ftinciioaliig cndie orday care centre 


or iM tanplUMn aei^ibour or relative were 
not ghen dw coMidentioa 

Overall. evIdeoGe hu been incooaistem 

iiirftrMtiywimieliiifa o°*»ooptu^*»dattimM 
meihodotogical flaws (Htanet. Unden and 
.LeslieI992].Thecoin|)lexityofthe woman's 
woric-t^M care ilQiarian wai viewed for a 
long rimeinafnvnemed manner and seldom 
in in entirety. 

Towaum a Whoustt CoNCErruAUSAnaN 
ofChildCabb 

A significant milentoae In undeiesianding 
women’s woric patteim was ‘Shramihakti’, 
the Report of the National Commission on 
Self-employed Women and Women in the 
Informal Sector, 1988. It drew attention to 
the m« gnihirti> of the problems related to 

women's work and their I i va i n the 1 nfbimal/ 

self-enjoyed sector that so far had been 
completoly neglected. The pli^ of these 
women and their child care situation wa 
hi ghli g h ted. The National Penpeciivc Plan 
for Women [Oovetnment of India 1988] 
look cognisance of this and made 
recommendations for expansion and input 
into support services, one of which was 
childcare. 

Immediateiy alter, from 1989-91, national 
study covering seven stata (Gujarat, Delhi, 
West Bengal. Maharashtra, Madhya Pradesh 
and Rajasthan) was co-onfinat^ by the 
c:entre for Women’s Development Studia 
(CWDS). Resulu indicated high levels of 


can lemces. For the fint rinw, cMM can 

wasconoeptuaUsedaaatBqipiirttowoan't 
deveiopmeat Actioa was initialed through 
tIrefbrimilationofihePoranitorCiMbeand 
Child C«e Services.'TYHtCEr. a iMtiMlit 
network to bring the iisue of chQd care to 
the forefront. The main puipoae was the 
welfare, development, education and 
empowetment of women, girls and cUUmo. 
‘This initiative was fbUowedupbyinfividnab 
and instiiutioRS in some parts of the coufltiy. 

Thefirst waacollaborativereieaKh which 
was part of a larger project under the aegb 
of the International Development Research 
Centre (IDRC), Canada through the 
Department of Human Developing and 
Family Studia (HDFS), M S Univeriiiy, 
Baroda from 1989-93. Co-ordinated by 
SaraswaUii, a study on women's work and 
child care was conducted by five researdien 
in four different regions of which Ganapatliy 
(1992) was one. A key concept in these 
studia was that of ’Availability’. ChtM care 
has traditionally been viewed as the actual 
activity of caring for a cbiki such as feeding 
or bathing. What has to be understood is that 
child care needs change with the age of the 
child. Direct care is necessary oily during 
the first 2-3 years. It gradually changa itiU) 
more indirect forms such as verbal 
instructions or reprimands. At any lime, 
though not engag^ in active child care, 
people may he present in the vicinity of the i 
child. They are 'potential caregivers’ and 
their presence is called 'avail^lity'. The , 


inadequacy in coverage and quality of child 

Table I: Souxces of Data 


Place Gujatal, Snnm, R Meghalaya, Warne Kerala. Oanapathy. H 

Reseaieher. (1992) G (I9<y3>; Miroram (IU92) 

Year. Study DetaiU E (1993)_ 


I Prfanaiy Saorca - 4 Racareba 

• Undemanding run) 

rural women's and -> 

children's lives and 
exanuning CC* with 
respect to available 
suppoitt. servica. 
perceptions, satisfac¬ 
tion. needi. 

Objeedva • Evolving participaloty. including strengths + 

processual training weaknesses (Fanai) and 

model for village suitable allernaliva 

workers, women to fac- 
jlilale field level actioa 
and impkmentation. 

• Documentation for 
replicability. 


• Identifying ahenuM 
CC airangemenls. 
made by lea placfcer 
mMfaen. 

• Eiamiiangdifl e Hmea 
in availability of 
people for CC. 

• Esamining plaataiiM 
creche. 


Subjecti and 

9 rural tribal villages 

4+4 village 

1 lea planiatioe 

Sainpie 

-> 148 mothen 

43+30 mothen 

43 OA yeas oUs fimu 


-F 24 fathers 

12+34 fathers 

30familia 


-a 40 other caregivers 

32 other caregivers 



113 girls 

7 other funciionaria 


Toola and 

Indepth Interviews and observations (in all 4) 


TechnkiHa 

• MeCiiagt 

• Focus group 

a Spot ohtervatioai 


• Tiaittingt 

Diicutiioiis 

a Yeaterday RecaH 


• Woriohopt 


Interviews 


• VMti 




/ 
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concept of availabjlity iupp le men i ed and 
expanded the concept of child cate. 

Besides this effort, the Depanmem of 
HOPS undertook a series of small-scale 
research studies co-ordinated by Sriram 
(1987-93) to understand the childcare needs 
of urban middle class wotking women of 
Baroda and women in rural agricultural 
sectors in Gujarat and two north-eastern 
states. Simultaneously, acoilaborative pn^ect 
was initiated with M Aila Samakbya, Baroda 
(a prognunme for women’s empowetment) 
to assess needs and evolve flexible models 
and training packages that are friendly and 
empowering to rural women (documented in 
Suraksha Series ‘Another Kind of Child 
Care', I99S}. Results |»oved that provision 
for women-fitiendly action for child care can 
empower women by fostering leadership, 
cr^ng a 'space' for women including 
greater voice and better image in the 
community. 

The comptehensi VC research and documen¬ 
tation work unrlettaken by the M S Swami- 
nathan Research Founrlation. Chennai, in 
examining how women balance multiple roles 
[Aiulraj and Samuel 1995; Narayanan 1997] 
among others reinforce the crying need for 
chlldcace supports and pfogramme and policy 
alterations. (3f these and aside from them, 
very few studies have scrutinised the 
problems and needs of women vis-a-vii child 


Tabu 3; Pbiciivd huiiusa with Biwbci to Choj) Camm m nmaa* C rn mu n i i 'm 


Ptobkms Fmeived 

Onjatat 

N« 198 

Meghalqra 

N«73 

Mkocam 

N> 118 

Child's health and food habits 

28 

13 

82 


(14.14) 

(18) 

(69) 

Child's safety 

30 

- 

- 


(1415) 



CatTyihg child on back aflecit 

- 

12 

49 

careuker's health 


(16) 

(42) 

Heavy workload of catelaker 

. 41 

16 

93 

(1933) 

(22) 

(79) 

Caieiaketi unfit for child cate 

20 

3 

- 


(9-43) 

(4) 

- 

Decreased work efficiency due to 

- 

9 

69 

concurrent child cate 


(12) 

(58) 

Lack of child care time 

19 

- 

- 


(8.96) 



Lack of leisure tune 


3 

73 



(4) 

(62) 

buhtlity to work because of child cate 

60 

- 

- 

tetponslbilities 

(28.30) 


16 

Inability to conceninie 

- 

2 



(3) 

(14) 

Constant worry and anxiety idwui 

21 

- 

- 

child 

(9.90) 



Difficulty in conunutiog wife child to 

- 

3 

- 

workplace because of 1^ distances 


(4) 


No caregiver 

- 

- 

71 




(60) 

No probtem 

6 

16 



(2.83) 

(22) 



Niius: Petcenuges exceed 100 because of muhipte tespooset in individual interviews. 
Findings were echoed in Pocus group discussions (PCDs). 

* The Kenla study did not examine this iKmention. 

Bracketed figutet ate percentages. 


Tabu 2; nievALBNT Child CAXBAaaANOaNSNT of WoaKuw Motkeiis tv Aoe or nn Chiu> 


_ Catetiver at Home when Mother Is Not Available _COTgiyffi.Wl BcM WtcnJllQltlcr luAyaillbk- 

Age of Father Siblings Relatives Neigbboun Paid Mother Father Siblings Relatives Neighbours Left Summary 
the Child Servants Alone 


Gujarat 

0-1 0 

1 

10 

0 

1 

5 

0 

1 

0 

0 

0 

18 

N=295 


(5.55) 

(55.5) 


(5.55) 

(27,77) 


(5.55) 




(6.10) 


1-3 0 

17 

53 

1 

1 

20 

0 

13 

0 

0 

1 

116 



(14.65) 

(4.5.68) 

(0.86) 

(0.86) 

(17.24) 


(11.20) 



(0.86) 

(39.32) 


3-6 0 

24 

64 

2 

2 

25 

0 

10 

0 

0 

34 

161 



(14.90) 

(39.75) 

(1.24) 

(1.24) 

(15.52) 


(6.21) 



(21.11) 

(54.67) 


Sab Total 0 

42 

127* 

3 

4 

50 

0 

24 

0 

0 

35 

295 



(14.23) 

(43.1) 

(1.01) 

(1.35) 

(16.9) 


(8.13) 



(11.86) 

(100) 

Meghalaya 

0-1 2 

2 

3 

0 

0 

3 

0 

1 

2 

0 

0 

13 

N=73 

(15.38) 

(15.38) 

(23.07) 



(23.07) 


(7.69) 

(15.38) 



(11.01) 


1-3 3 

23 

18 

4 

0 

7 

0 

1 

2 

0 

0 

57 


(3.50) 

(45.83) 

(31.57) 

(7.01) 


(12.28) 


(1.75) 

(3.50) 



(48.3) 


3-6 0 

22 

11 

2 

0 

8 

0 

3 

1 

0 

1 

48 


(45.83) 

(22.91) 

(22.91) 

(4.16) 


(16.66) 


(6.25) 

(2.08) 


(2.08) 

(40.74) 


Sub Total 4 

47 

32 

6 

0 

18 

0 

5 

5 

0 

1 

118 


(3.4) 

(39.83) 

(27.11) 

(3.1) 


(15.3) 


(4.23) 

(4.23) 


(0.84) 

(100) 

Mizoram 

0-1 26 

6 

31 

to 

0 

0 

0 

0 

0 

0 

0 

73 

N>I98 

(35.61) 

(8.21) 

(42.46) 

(13.69) 








(13.82) 


1-3 55 

21 

59 

13 

0 

2 

1 

1 

0 

0 

II 

163 


(33.74) 

(12.88) 

(36.19) 

(7.97) 


(1.22) 

(0.61) 

(0.61) 



(6.74) 

(30.9) 


3-6 64 

40 

67 

22 

0 

28 

16 

18 

3 

0 

34 

292 


(21.91) 

(13.69) 

(22.94) 

(7.53) 


(9.58) 

(5.47) 

(6.16) 

(1.02) 


(11.64) 

(55.30) 


Sab Total 145 

67 

157 

45 

0 

30 

17 

19 

3 

0 

45 

528 


(27.5) 

(12.7) 

(29.73) 

(8.52) 


(5.7) 

(3.2y 

(3.6) 

(0.6) 


(8J2) 

(100) 

Ketak 
:*«417+477 

Sub Total 3237 

82.01 

54.18 

13.42 

0 

71.27 

37.« 

60.79 

88A2 

2.72 

0 

322(100) 

Dbaeivation 












(percent) 

Summary 15.81 

37.2 

38.53 

7.01 

0.3 

27.29 

10.28 

19.18 

23.31 

0.7 

5.30 

316(100) 


Afore; Reported (hun was used in Oujarat,MegtMtayn and Misonm while observed dattwtiued in Kerala. 

* InGajtraUof 127 relatives, 41 perceatwafecldetly relatives. The rest were aunts, uncks, etc. 

In KeraU, when molhen were not avaihMe, out of S4.I8 per cent. 29.25 per cent were grandparean. The test aimii, oncka and cooiint. 
When mother was availabk, of 88 .42,20.33 were granckafcnts, 23.06 per cent were MUls and mtcles and the teat wen ooutka. 
Bracketed figures ate pcrccnti^, 




CWB together with their percepdont about 
exiitiitg «bild care anangem^ and the 
optloiH perceived by them as viaUe. 

U 

GiOd Care ABKMig WomcB 
Agrkoltiiral Worken: Prinsaty 
Rcaearcfa PlndiniB 
Thepfeaeiasectionint^raiesfindinp6om 
four studies. Of tbeae, three studies viewed 
ali the abovementioned components in 
conjunctioii - Sriram (1992), Carrey (1993), 
and Fanai (1993). A fourth study by Gaitapalfay 
(1992) in vestlgated the child care managemere 
stiategieaado^ by women tea pluckers. All 
four reseatefaen studied women in diflerent 
agricultural settings. They covered dispaiaie 
geographical r^ons and used a variety of 
tools and techniques (Table 1). While three 
of these reptesei^ the unorganised sector, 
the fourth represented the organised sector. 

The SeTTiNos 

Gn/arcu: The nine rural and tribal villages 
comprised of landholders and a few landless 
labourers. Men and women wotied on their 
own farm or as farm labourers or contbined 
both when produce from the land was 
insufficient. Jowar, cotton, rice and tuver 
were the main crops. Most of the families 
(60 percent rural arid so per cent tribal) were 
nuclear. Most of the women were illiterate 
or were not prepared to reveal their 
educaticmal level or did not know it. 

Meghalaya: The four villages represented 
the traditional villages of Caro Hills. Families 
were mostly low-income and nuclear; 63 per 
cent of the mothers were illiterate. The main 
occupation of the sample was agriculture 
with rice, millet, cotton, ginger, chillies and 
a host of vegetables dominating the produce. 
Some of this was retained for home 
consumption while the rest was sold in 
markets. Income depended on landholdings 
and for some, on subsidiary occupations 
such as a govemmenl job or private business. 

The Garos of Meghalaya follow the 
matrilineal family system and matrilocal 
residence pattern. In addition to this special 
feature, another characteristic that merits 
meiiiioii is their style of agriculture. The 
practice is of jhum cultivalion, unique to 
some areas of northeast India. It involves 
the burning of patches of forest on which 
seeds ue sown. The patches are on hillly 
terrain, ploughingis done manually, the crop 
it rainfed and the residue of burnt vegetation 
providea manure. In recent times, due to the 
increase in population, availability of land 
dote to home bu dcdl tied thereby incieasi ng 
the diitance from home to workplace. Men 
and women work tide by side but despite 
this and the matriarchal social order, women 
have to bear the burden of domestic work 
in addition to work on the fidds. 

Miamm: The four selected villages were 
lepresentative of Noith, South, Bast and 
West Mizoram and were densely populated. 


Of the laoqiie, 62 per cent of the families 
were nuclear and though comparatively 
better-t^whencomfMred with the Meghalaya 
samite, they lived under monetary constraint. 
Here,9I percentofthemotberi were literate. 
The chief occupation was agriculture with 
jhum cultivation ai the norm. 

Kerala: The tea eatate which formed the 
study site was located in Peeninude, Idukki 
district What set this locale apart was thst 
this was tepresentativeoftheotganisedsector. 
Estate residents were Tanulinu or Mai lyalees 
all of who worked on the planuticm in one 
capacity or the other-women as tea pluckers 
and men as workers in the lea factory or 
coolies on the estate. Living quarters were 
provided to them. Almost all the women 
were literate and ail were tea pluckers. Tea 
plucking is foil time job with long hours 
involving rapid, delicate work done standing 
on hilly terrain with tea baskets slung on the 
back. Hence, unlikein the other three settings, 
tea pluckers were foibidden from taking their 
chiklfen with them to the worksite. 

Activity Prorlb of the Women 

In keeping with regioiial variations, in 
terms of customary practices, lifestyle and 
geographical terrain, women in each locale 
exhibit^ activity profiles that were different 
in certain ways. In Meghalaya, for example, 
women maintained kitchen gardens which 


required daily maimenance. Cattle care was 
a task in Chijaral and Mizoram. In Kerala, 
women actually read magazines and 
newspapers in their free time. 

What bound the women together by a 
common thread was the unremittiiig baid 
work that characterised their days (Pi|^ 1). 
All the mothers spent about one-tt^ of tbdr 
day in work on the fields or the estate, as 
the case may be, A fourth of their day was 
ipem in attmtding to a variety of hoosdxrfd 

Tails 5 : Fokmal Surram - Huanss ami 
Hvomances* 

(Percent) 


Weaknesses Meghalqra Mizoram 

N«27 N-24 


Inftastnictive proMems 


too 

Sub-optimal environment 

37 

37 

Inadequate, irregular food 

55 

too 

Irregular timings 

44 

95 

Incoovenieitt limiags 

- 

100 

La>w remuneration 

- 

75 

LACk of or inadequate funds 

- 

52 

High teacher-child ratio 

- 

62 

Idw teacher motivatioo 

- 

24 

No resource person in village 

- 

33 


*Sfiurce: Individail Interviews 
Gairey, W (1993) 

Fanai, E (1993) 

Total perccntageexceeds lOObecanie 
of multipie resposoes. 


Table 4: Fobmal Child Caie Subvkxs AvAssaLE in Cuiarat, Mbohalaya, Mccobam and Kerala 


Componenls of Care 
and (jualiiy luues 

Gujarat Meghalaya 

Mireram Kcnda 

Agencies 

Integrated CHiild 

V V 

V 

imptemen- 

Development 



ling services 

Services (ICDS) 




Others 

*Batwadi run by 

**MHIP itataiory 



private group 

plantation 




creche 

Components of Supplementary 

V v 

V (ICDS V 

care provided 

nutririon 


andMHIP) 


Creche/anganwadi 

V 

V(MHli') V 


Preschool educatioo 

V V 

V(MHIP) V 

Coverage 

Poor 

V 59 children V 255 villages V (KDS) V 12 attend 



attend out out of 1943 

S2regisiMed 



of .361 



Good 


V(MHIP) 

Teacher 

Poor 

V 1:10 for V 

V (ICDS and 

child 


0-3 year olds 

MHIP) 

ratio 


1:25 for 3-6 




year olds 



Optimum 



Training 

Anganwadi 


V 

level of 

trrined 



teacher 

Preschool milled 

V V 

V 


Balsevika trained 


V 

Fumts 

Oovenunenl 

V V 

V(iCDS) 


Slate 


V(MHIP) 


Other 


VfPUntation) 

Duration 

2-3 honii 

V V 

V(ICDS) 


34) hours 


>/(MHIP) 


>6liouri 


V(AUdmlighl 




hows) 

Acoeasibiliiy 

Accessible 

V 

V V 


tnacceuible 

V 



h/oter Tick (V) indicaief picaeat while en|My blodci indicaie abteace of iqy ia diM cssegocy. 
* Deuili peitainii^ to the private balw^s were not avaiUbk. 

** Mizo Hnechhla IitMibUiawn Pawl (Mire Woatea's l a t egt as e d AsaociaSian). 
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-wnMnch 
<19*7-93) toir 
vi wtow ml 
Bwxto ■* 



Outdoor 
Jtomietoii/ 
wort 

l4portxnt Opercent 


loAxu househoU 



chores some of which were done indoors 
while others icxjk ihem ouccfcrors. All tasks 
were energy-cmsuming leaving little or no 
time for leisure. This raises questions about 
jfte unequal division of labour b^ween men 
uid women. TTic fact that this pattern is 
intvenal gives rise to the notion that it is 
lonnativc and so society fails to recognise 
hat women are oveituidened. This also 
raises queries legarding the nature and quahty 
ifcate and attention childfen receive because 
)f multiple demands on women's droe. 

in developing countries, just as women 
uve always worked, they have also 
inpplemented maternal care with non- 
maiemal care. This fact has been 
acknowledged and described in literature. 

Ks put forth by Myers and Indriso (1987), 
:hild care arrangements can be classified 
oughly into four types: 

(I) 'Doing it youfseir. where the wotrtan 
extettds her day or combines child care with 
Xher tasks. (2) 'Delegating tasks’ where she 
takes the help of relatives or ndghbouns. (3) 
'Delegating responsibilities' whereshe takes 
the help of a creche or day cate centre for 
riiild cate. (4) ‘Leaving child unattended’ 
where child care is non-existent when the 
notber is otherwise occu|^. 

Table 2 clearly indicates that a wide range 
if individuals. vi 2 . fathers, older siblings, 
(elatives such as grandparents, uncles, aunts 
Bid cousins as well as neighbours contributed 
n varying degrees to child care. 

Retcaives: The percentage of children left 
thonie with relatives other than parents and 
liblings such as grandparents, uncles, aunts 
nd cousins ranged from 27 per cent 
M^haltya) and 29.73 percent (Mieoram) 
o43 percent in Gujarat and 54.18 percent 
n Kcr^a. Some relatives resided in thechild's 
UBily; others lived sepentely but still helped 
n child care. Of the relatives, gram^iarenu 
ihowedabighd^reeofinvolvenwit despite 
K faa that they were either ill or desired 
.1 cam an income or woe not motivated for 
ndettaking the responsibility for care. . 
Older sibliagr. Older siblings particularly 
Ms who were in their cfeldhoods Ihcmielvei 


and of school-going age shouldered a 
considenide share of child care respon¬ 
sibilities. particularly in nuclear families. In 
Mizoram and Gujarat, sibling involvement 
was about 13 per cent but was nearly 40 per 
cent in M^halaya and upto 82 per cent in 
Kerala. In Kerala, disaggregated dttashowed 
that siblings in the age range of 6-14 yean 
showed an involvement of 24.7 per cent. A 
wonisome finding was that ne^y 60 per 
cent of the siblings below the age of six were 
left in each other's care. Sadly enough, in 
general, parents exhibited little wony over 
older siblings missing school on account of 
child care responsibilities or being burdened 
with adult work at a young age. But in 
Meghalaya, 17 per cent of the older siblings 
voiced distress over their inability to 
concentrate in class due to fatigue and worry 
and frustration over the lack of playtime. 
Fathers: The participation of fathers in 
child care showed interesting variation 
according to geographical area. Frmn being 
non-existent in Gujarat to a mere 3.4 percent 
in Meghalaya, it was a substantial 27.5 per 
cent in Mizoram and 32.37per cent in Ker^ 
This variation could be because high father 
involvement might be a function of three 
factors: family type; degree of patriarchy and 
educational level of the community. 

In Meghalaya and Gujarat the nuclear 
family was the model pattern; individuals 
other than the parents were not available for 
child care. Matriarchy was the norm in 
Meghalaya implying greater powerto vromen. 

Yet fathtf im^vement was low indicitiing 
that family type and degree of paliiaicby are 
poor predctois of paternal involvement. 
What set Mizoram and Kerala apart wai the 
high literacy levds of the community. Pjther 
involvement was also high. It seems, 
therefore, that community literacy level has 
a direct link with paternal invol vement, a fact 
that needs fuitlm examiiulion. 

Mother. The scenario changed when 
mothers took their childien with them to the 
fields Of when they stayed back at home with 
their children. In up to 17 per cent of the 
cases, the mother was lesponsibie for chiid 


cgiewtm^lookaieiMUtoihe^ This 

watespedaifyCruewhenctrJdren umbdow 

the age of one and were, there/bre, being 
breast-fed. The contribution of other 
initvidiulMlncludiiigsibluigtpnjpoitioiutely 
declined indicatfag that everylhlog said and 
done, when the mother it atound, social 
sanction dici^ that Mbers seldom engage 
in child care. In rare case or for short periods, 
children were left alone on the Held in 8.5 
percent of the casesin Mizoram and m home 
outside locked bouses in 12 per cent of the 
cases in Gujarat. This occurred only when 
children were above three years of age. 

During the foregoing discussion, the 
conceptualisation ofehild care as availability 
versus actual care wBsdwdt upoa The Kerala 
study examined child care from this 
perspective. In terms of availability, when 
mothers were at home, they remained the 
most available people (71.27 per cent). 
Fatheni’ avnlability sbowedasligbtincrease 
(from 32.37 percent to 37.94 percent) while 
most others declined in availability. The 
trend on the tea estate was to remain within 
earshot of children irrespective of the absence 
or pftsaice of mothers. Analysis of actually 
observed child care activities revealed a 
kaleidoscope of activities (feeding, waihiiig, 
pacifyingfpetting, guiding etc). Of these 
imcifyingdominated, followed by convening 
and asking questions to check on the child. 

In a telling rinding, it was discovered that 
most of these activities were done by parents 
(mainly mothere when they were at home). 
Gearly, availability does not signal actual 
child care unless under extenuating 
circunmtancei. Overall, it was common for 
mothers to take Che help of resident and non¬ 
resident relatives and neighbours, the strategy 
referred to as "delegating tasks" by Myen 
and Indriso. ‘Doing it themselves" by 
extending their day or taking the child to the 
Add was alaoresmted to while some tnolhen, 
in sheer detperadon, left their childien alone. 

[t has to be reiterated d this juncture that 
prior to (Mnring any evaliiativtoancluslaiis, 
the varidiles implicated in the iinie have to 
be reoogniaed. 
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VriUiMW AHKlflliA irtdl 
ATrtrtliOpaaM 

Impilcaliaiuftr Cm$l*m 

* Coostnint to imfc 
■^inability to Mck uaploynMot 
■omttgiiulitMioa 

* Health bazanii 

* Lack of penofial ofMioni/ 
Denial of ri|hla 

• Orvalaiag of child can woik 

Impit ca be M for the child 

* Neglect 

• Stntegy and health hazaidi 

• Lack of itinwlation 

• Lack of childhood 
for aibliog caregiven. 


, IhnUafSiMiMaCan 

• OoiaiiilMiwIf 
(Oe min hiw mdtn g) 

• Noii-gnanuleed can from 

•eSiUiiip 


■it Other reiativea 
vaNeighboan 
• Inadoqaale inttimiiOBal 
care 


rowthle Sa/utiooM 

• Political will that viewi child core as women’s and childron'i right, a priority area 
for resources. 

• Inclusion of ‘Day Care' into the minimum needs programme and maternity benefit to women 
in agricoltuie. 

• Promotion of flesible models and decentralised approaches ro service delivery. 

• Advocacy incentives for community participation. 

• Recognibon of 'Cbrld care’ as a mainstream issue. 


Family and Community-Based Care; The 
Maladies 

It is cle^r that given contexts and circum¬ 
stances, employed mothen create their own 
child care support systems which are infotmal, 
often not guaranty and based upon un¬ 
spoken agreemetK, Despite earnest attempts 
at making workable child care arrangements, 
several problems pertaining to work and 
chi Id care wete enumerated by mothers, other 
caretakers and fathers (Table 3). 

The problemi can be roughly clustered as 
- pertaining to child and caretaker health and 
wdfare; related to efficiency and time use 
of caretaker, and connected to caretaker 
psychology. 

The first query that arises for mothers who 
are employ^ is who will look after their 
children while they wotfc. As low incomes 
mean that everyone has to work, 
unavailability of caregivers becomes a 
proUem (Mizoram 60 per cent). Only those 
who are compelled by age or ill-hiialth to 
remain at home are available for caiegt ving. 
As reported by 9.43 per cent of the Gujarat 
and 4 per cent of the Meghalaya sample, 
child care by itself is haidwork and car^ vers 
handicapped by physical consirainu find it 
difflcultif not impoaalbie. On the ocher hand, 
an able-boded adult staying back for child 
car e mc am bkickiiig ofenyteyment prospects 
for the individual and loai of an income for 
the family. This wai voiced as a problem by 


over 28 per cent of the Gujarat sample. In 
Meghalaya and Mizoram, the heavy workload 
of the caretaker was pinpointed as the single 
biggest problem. This was also repotted by 
caregivers in Kerala during informal 
conversations. Car^vers’ inabilityfor child 
care can result into casual child care or 
translate into neglect Not surprisingly, in 
the Mizoram study, high incidence of 
accidents due to falls, burns, knife cuts and 
fights was recorded. Many children did not 
receive timdymedi cal heipbecauseof neglect 
or practical constraints such as lack of 
facilibes ur unaffordability. 

For employed mothers who can only 
make compromises with their difficult 
cireumitances, leaving thar children behind 
causes great anxiety over their safety and 
well-being. (Gujarat 14.13 per cent, 
Meghalaya, 18 per cent; Mizoram 69 per 
cent). For instance, tribal mothers of 
Gujarat reported worry because of the 
proximity of the village river to their homes. 
The option is for them to take their children 
along to the woriqdacc. This too, is beset 
with pitfalls. 

Long distances between home and 
workplace can pose a health hazard to 
children. In any case, commuting with a 
child it difficult from a pisctical viewpoiirt. 
This has been discuss^ by Leonard and 
Landers et al (1993), wfao elabonie that 
when women tnvel with young children, 
tacks of merchandise, baskets and looU, 


' 'acddwIgiw ViM iiiii' ^^ 
to defana 

lexual huimiwnf, 6mb tf Mi ^bMbr • v 
croued, 38 percent of the MkniaittWViB*. ' 
the pteaence of ehfldrea 00 the wnfeiflp. ' 

impain woik eflkieaey. WooHO fitn 
Gujaiat reported that mothen of yoont 
children are not preferred as etnp l oyee i »d 
if at all they are hired, they ire paid kH or 
havciowoAiiitennliteotly.fMleBioNorA- 
CMt India, women ca n y their youngefaHdreo 
on their backs as they woik. Tto bai lo 
advene affect on women’s physical beaMb 
and slows down their woik. Also, caregiveta 
at home find that child care has to be joiody 
done with other actividea leaving time fbr 
little else. 

The anxiety is of mothers who leave their 
children behind is justified in view of the 
fact that while neighbours and other famOy 
memben may‘look out” for the child, they 
shy away from laking the reqxmsibilily”. 
because that entails accountability. If they 
take on the responsibility, they retnainunaare 
about the “correctness” of the child care they 
do. Frustration is also experienced because 
they feel tied down. This is especially tiue 
of grandmothers who feel that they are past 
the age of child care. While they enjoy 
indulging grandchildren, being nuiite fiiU- 
Urae caregivers is resented. The dropping out 
from school of older siblings paiticuiaily 
girls in order to care for younger children, 
their inability to concentrate due to fatigue J 
and preoccupation if thev cootmue to be 1) 
school going, theirlonging fur playtime, and I 

the unawarencss of paremi lo this wordlcsa B 
torment are poignaiu facts that caimot be f 
underscored enough. 

An interesting observation pertained to 22 
per cent of the Meghalaya sample who aaid 
that they had no probleffls with respect to 
child care. Closer examination revededlhM I, 

these were mostly men who concerned / 
themselvetimiewtthchtldcftre.Thei|uestieo r 
then is, what role dr fathers play in pareating 
specially when their better baivs struggle 
with a surfeit of work and worry incesiaMly 
about child care? 

Women’s Woiui and Chilo Caiq 

ArtRANCEsiENTs; Fattoiis that Medutc 

Choice of substitutechi id cate arnmgenteat 
is guided by a number of variables. 
Observations, discussions and iaierviewt led 
to preliminary conclusions about the 
foiling: 

Typically, large, extended funilies oner 
more choice in terms of caregiven. But even j 

in joint familiea, substitute care is not i 
guaranteed. This was evident fitun the fax 
that 25 pn cent of mothen (Grtiarm) Irotn 
such families had to take their childreo with 
them to the fields. The litumioa being Ums 
in joint families, it wu woik for « 
in nuclew families, 73 per cent of who had 
to take their childmi with them lo tht 
wotitsiie. 
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* WberecaiegivenareonIygueits,ieIatjves 
i are not a depnxiable choice for (he mother, 

f Whenw<ofkisonadailywagebiisit,potentud 

caregiven go for work whenever possible. 
This makes worry over child care 
arrangements a daily feature in the lives of 
employed mothers. 

Younger the child, the more sustained, 
intensive and dependable the care required. 
Whenchildisbeingbreast-fed, mothers prefer 
^ to lake the child to the workplace. As the 
child becomes older, other options are 
c considered. For example, toddlers are 
accident-prone and need constant super¬ 
vision. Child care arrangements have to be 
made accordingly. Lack of other caregivers 
force women to use older children as 
caregivers. If they are available, i e, non¬ 
school going or non-employed, they become 
' an easy choice. However, if siblings 
themselves are under six, mothers remain 
anxious and insecure. 

Stability of family income is a major 
determinant of the kind of child care 
rerangonentsmade. Lower the income, fewer 
the choices. 

In poor families where incomes are low 
and unstable, all family members work 
whenever they can. In agricultural cemtexts, 
earnings made during the peak season have 
to last through the year. Hence, everyone 
, works, leaving few caretakers available. Also, 

there is usually little income to spare for 
^ substitute arrangements. 

AU communities in some form or the other 
idealise motherhood as all-powerful, thus 
4 imkiitgithersoleresponsibility. Many mothers 

oootifiue to believe that they som^w have 
to‘‘manage’’«ndthereforcovercompensateby 
asking for little or no help in child care. "Care 
at home is the ideal form”, “All women can 
care for children wetl”, “Child care is a natural 
skill for the mother” or “the woman has to 
auebecause she breast-feeds”.are other beliefs 
that haunt women and hinder their choices for 
noo-matemal core. 

In the meanwhile, women who view the 
iofonnal child care armgements as utircii able 
and who prefer not to or cannot take their 
clnldren to the workplace turn to the strategy 
of ‘delqiating the responsibility' of child 
care to creches or day care centres run by 
the government or vduntary bodies. 

Status and CososuNnY Oftnions 

As can be surmised from Table 4, all four 
areas studied had some formal child care 
facilities. 

While Gujarat, Meghalaya and Mizoram 
were coveted by the ICDS, the creche in the 
Kenla plantmion came under the statutory 
lector. Eveiywfiere. supplementary nutrition 
and partial support wi A respect to child care 
was offered. The provision for nutritious 
food, the support they provided for child 
cate, educational input, health check-ups 
and ibe improveme n t it caused in terms of 
tbc cMId's soctalisuton were idemiried as 


strengths of the support systems. 

However, a number of problenu surfaced 
during individual Interviews with mothers, 
other caretakers and creche functionaries 
(Table 5). They can be conceptually viewed 
as belonging to 

- Infrastructure and physical environment 

- Umings 

- Funds artd remuneration 

- Teacher variables. 

The conrntonest problem expressed was 
poor infrastructure (buildings, furniture, 
cooking utensils) and insufficient and 
irregular supplementary nutrition. Mention 
was also made of unsuitable meal timings 
and the tendency to devalue local food. 
Workers engage in round-the-clock duty and 
are entrusted with large numbers of chi Idren. 
Yet they are paid abysmal wages and are, 
therefore, demotivated. Delayed and 
inadequate funds compound the problem, 
eg. one of the crcchm in Mizoram was 
sanctioned (he paltry annual sumof Rs i ,500. 

In addition to these overarching concerns, 
a plethora of others came to li^: 

Services mostly catered to 3-6-year olds, 
leaving the needs of mothers with children less 
than three years of age unaddressed. Also, the 
emphasis was on custodial rather dian 
developmental care. For example, though the 
plantation creche catered to inCants, care was 
purely custodial. Khullar (1991) in her 
commentary titled “Whither child care 
services” hi^lights the superficial nature of 
statutory services. In the statutory sector, the 
law that makes provision for a creche 
compulsoiyisettherignotcd or paid lip-service 
to as borne out in the Kerala study. If evading 
child care res ponsibilityiseasyinlhe organised 
sector.it is not dillicult to imagine the situation 
in the unorganised sector. 

Often, services are free of cost or a token 
fee is charged. This leads to their being 
devalued by the community. Open for only 
two-three hours during the day, creche timings 
areinadoquateaa mothers work 10-12 hours. 

Creebe workers are trained in information 
heavy, rigid programmes that pay scarit 
attention to regional and individual variations. 
Support material is scarce and follow up, 
non-existent. What loses out in the bargain 
is worker modvatron. 

In the absence of enthusiasm and partici¬ 
pation from parents, workers feel that they 
are doing what is csscntialty a thankleu job. 

With this exception, all others reported 
low satisfaction levels. The problem can 
largely be attributed to the neglect accorded 
to the child cate needs and preferences of 
women and other caregiven. These key 
individuals possess insights about viable 
options which programme planners fail to 
consider. 

What do GnsMUNTtiES Wautt? 

It emerged from the Gujarat study that 
more than 30 per cent of the women needed 
some form of pvt-time or full time iirtritituie 


care for their cMldren under six yean.^ A 
cios« look at diaaggr^ated data about 
women's daily routine indicted that one in 
three women had no help for any of their 
activities. The others wen being suppoited 
by in-laws or daughters. Women expressed 
a strong desire for organised substitute care 
anangemente so that they could engage in 
productive activities related to their 
household or farm, free of anxiety over their 
children’s well-being; and be retieved from 
child care for three-four boun per day and 
have the freedom to seek employmem. 

The demand for hill timechildcav supports 
was high among nuclear femilies (Meghdaya, 
72 per cent and Mizoram, 96 per cent) 
whm children were left alone in unsafe 
surroundings. In 70 per cent of the extended 
families where caretaker availability was 
unpredictable or where they were unfit, there 
was a need for part-time substitute care. 
This, it was fell, would take the physical and 
psychological pressure off women. 

In Meghalaya and Mizoram, parents 
articulated clearly several needs of their 
children such as and expressed discontent- 
mem over their inability to meet the same 
due to lack of facilities or time contraints. 
Tberefore, it was felt that a child care cemre 
should effectively meet children’s need for 
nutrition, health care, play, stimulation and 
education. However, group opinion was 
divided over the issue of responsibility for 
implementation. Nearly half of them felt that 
child care arrangements should evolve by 
collective action at the village level. Even 
within this, 22 per cent of mothers and 34 
per cent of fathers viewed it as the mothers' 
responsibility which is a reflection of thdr 
socialisation that upholds the sanctity of 
motherhood and tries to absolve fathers of 
their responsibility. About one-third felt that 
the government should extend its ICDS to 
include day care as it has vast resources at 
its disposal. Religious leaders and health 
department were otheroptions cited by about 
20 per cent. A noteworthy feature was the 
emphasis on contextualised services and 
upgradation of the existing services. 

Innovations with a Vision 

The community needs, opinions and 
perceptions formed the source for alternate 
childcare modds which thencHtb-east Indian 
studies evolvml in theory. The first option 
would be to append day care to existing 
ICDS by recruiting new staff or paying 
additional remuneration to Anganwadi 
workers. Villages without ICDS could have 
the following three alternatives - Mothen 
could care for ebiktren on a rotational basis; 
A village mother or grandparent could 
regularly care for the children; and a vtllt^ 
volunteer could be trained for caregiving 
with help from an aged caretaker. 

Going much beyond suggestions, unlike 
the Meghalaya, Mizoram studies, Srirsm's 
Gujarat study which was an action research 
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KtuaSy evohnwi i model (lor child cate. A 
ooU^ondve pnjeci direoed by Sfimn, 
(1991-93) it wu the effott of Mahilt 
SunaUiys (■ women'i programme), the 
Depertmeat of Human Devetopmeid and 
Fa^ly Studiea and the Women HautehoU 
Development Reaeareh and Infonnation 
Centre, M S Univenity. 

The Mage waa set by identifying potential 

clientelefor child care services. Aaituational 

analysii of women, girls and children was 
done'to infer needs. Then, through 
discuisiont, omsultations and simulated 
activities at different levels, models suited 
to village needs were constnicted with the 
in-built features of full-time or part-time care 
as needed; pre-school education; provision 
for the service in more than one location per 
village if needed; and flexible timings suited 
to needs and work patterns. 

As needs were being inferred, facilitators 
who were sped dly trained worked at creati ng 
awareness about Women's situation in society 
and mobilising the women’s collective 
(MahilaSangha) for action. Buildingonthis, 
later, collective decisions would be taken on 
details such as type of child care supports, 
formatian of committees, place, time, choice 
of and paymern for caregiven, and follow¬ 
up and resource ntobilisation at diflerem 
levels. The final step comprised of initiating 
the child care centre and the gradual process 
of its stabilisation including attempts at 
aclueving financial sustainability. 

In 1993, 28 centres, wen being run in 
Baroda with or without financial support 
from Mahila Samakhya. This was a small 
venture supported stroogly by grass roots 
level women. By no meaiu was it the flrst. 
The precedent was set by pioneering 
endeavours such as Mobile CoKhes and Sdf 
Employed Women's Association (SEWA) 
though each has a differential approach. 
Registered in 1969 in Delhi, Mobile creches 
caters to the children of migrant construction 
site woikers mainly in Bombay, Delhi, and 
Pune with auppott (iom contractors through 
approximately 362centret. In SEW A, on the 
other hand, in I97Z tobacco workers in 
Kheda district of Gujarat started with 
bargaining for better workiitg conditions and 
were helped to organise their own child care 
prevamme and co-operative called Sangini. 
Today. Sangini runs 36 creches and 
anganwadii in sluma through local women 
and SBWA members. It has been the firsi 
Traiie Union to provide child care support 
and the Qtit to focua exduiively on ddidren 
under three yean of age. Theae programmea 
have power^y demonstnied that creating 
neeiMiaied child cate supports is possible 
and iMoeiaary provided (hecomimuiity.inore 
speciflcally women, are involved in the 
proceat as partners. 

It is now beyond doubt that “child care" 
needa to be viewed in its totality aa is 
summarised in Rgure 2, that teadi us to 


critical cdocems, which form the concluding 
pert of the paper. 

m 

la Coocinsioa; Critkai Coacems 

Social Chanoe: IsmucATioNS roa 
CroLoCAaE 

The changbigiocial scenario and economic 
forces have pr^wiled large-scale changes in 
the family making it grossly incapable of 
meeting the needs for child care from within. 
Nuituiance of the ideal of ‘maternal care’ 
coupled with the notion of availability of 
substitute care within the family has led to 
disastrous impacts on women and children 
which we can no more ignore. 

A greedy market sucks in needy women 
in return for piecemeal employment, long 
houts, distant travel, low wages and hazardous 
enviromnenL Most work (including some 
forms of home-based employment) are 
incompatible with child care, henre the option 
is of leaving childten behind or exposing 
them to multiple hazards. This weaves in 
penistent worry, strong guilt and insecurity 
about the well-being of children into the 
overworked woman’s life. 

Research has repeatedly indicated that the 
backlash of tnaternal employment is felt ntost 
by siblings especially who are forced 
to manage child care and household work 
thus elbowing them out of education. Being 
school going with aduH responribilities means 
poor peifornuuKte, low fflotivatkm, high drop 
out. ()o the other hand, em|rfiasis on education 
means unavailability of older children to 
share the mother’s burden. 

The involvement of aged, often ailing 
caretakers in an energy-consuming task, and 
the inability of otherwise healthy caretakers 
to contribute to household incomes owing 
to child care duties adds another dimension 
to what is already a multifaceted issue. 

Families in this scenario have options "only 
betwemi the devil and the deep blue sea". 
Hence full time substitute day care is no 
iiKne an option, welfare or luxury but a long¬ 
term investment into the well-beingorwomen 
and children. 

Quality of Cmilo Caee 

Non-parental care outside the fanily is 
still not a well accepted fact in the In^an 
context and hence is swept under the carpet, 
begetting the notion that available support 
networks (as opposed to none) can meet the 
needs for substitute cate eflectively. Whai 
is to be noted is that availability of potential 
caregiven does not in any way guarantee 
quality care. The mgjor components that 
have consistently emetged in relatioo to 
quality care are; 

The alrilily of arrangemenis to cater not 
only to survival but developnieaul needs of 
children, which means that custodial care 
must be augmented with stimulation. 


education, recogniaing the (EfTemtial needs 
of infanta (0-2), toddlen and piMchoolen 
(2-6 years). 

Th^ sh^d be "moClKr, child and fimiHy 
friendly”, that is easily accessible, cenennent 
to motben’ wwking hours, affonIMe, and 
dependable. Meeting the intenecting needa 
of womeiL children and girls is an impoitatt 
priority. 

Good quality “daycare” if assured is. in 
fact, supportive to the overall developmeni 
of the child especially in social, cognitive 
and language skills (as demomtraied b/ 
researches in Indian and other coolexU). 

Hence the debate is not of retdacemott of 
existing supports (and perhaps losing 
whatever support is already available) with 
a two caretaker 23 childim cettre based 
modelof daycare, but of drawing the positive 
features from existing supports to build 
alleroattve/flexible modek. Sensitivity to 
social contexts, situation of women and 
children, economic and cultural realities it 
an overwhelming need. Some examples of 
cieati ve lolulians could be; tnirangofbeallliy 
elderly caregiven for child care, part-time 
support to dderly caicgivert for stinuilatiaa 
activities for children, devising model of 
care by mothers on routional basis (e g. 
Entry point - Nepal), downwaidexteniion of 
ICDS and primaiy tchoolt to include daycare; 
and evolving models of family day care with 
support networks. 

A Right oa WeLFAwe 

1111 date, child care has been treated as 
a welfare issue and has. as a result been 
accorded back seat. Left-overt after 
expenditure on high-proBIe areas such at 
defence and industry are allocated to duld 
care and other human developmeat areaa. Aa 
a marketplace response to neighbomhaod i 
child care needs, unliceased. cheap diiid p. 
care arrangements are availsible for aoeae i 
tecion. Women who have to look owsiiIb f 
their families foi support, fall back on them ; 
in the absence of bettvaheniati vet. The me 
of a poor quality service does nothnig for 
their peace of mind. The question is. why 
mutt women be forcedio accept, poor qiualily 
options? In a patriarchal structure, girts and 
wmnen accept their status as raferior. Low 
self esteems and the ttrettes of anvivril 
engage them so completely that they do not 
demand even their rights. With no re- 
lourceaor support to attend to them, the 
seif perpetuating cycle continues. 
Acknowiedgeiiietit of the right of a wataan 
to education, health care. rest, time wad | 
resoutoea implies aocordhig a high p riority ' 
togaunnleeddaycareforciiildrenui^alx. * 
Viewed from the sttadpniiK of penewnd, 
apooriytrained, poortypridaiidiinmntivmrt ^ 
chUdca re wotkerfi mriion i n gi m k lttimi qil ' 
andpnctkaloonttninucinnatbyattymBaH 
pcrftmn eflectivdy. Qdld cme in cr edm a 
and day care cenbea is a job Nke itty other 
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if not more difficult end has to be viewed 
at inch. Child care workers have a right to 
itatwt, 'respectable' salaries and adequate 
infitastnictural facilities that will help rather 
than hinder them in their duties. Why should 
the rights of women, chtldren and child care 
workers be sacrifleed under the guise of lack 
of resources? 

Who is RESPONsiBLe ran Child Care? 

Mothertwod has always been idolised. Its 
ever-coping ideal has been reinforced by 
religious institutions and kinship structures. 

. As part and parcel of this ideal, child rearing 
is consider^ as the mothm's exclusive 
responsibility. Accepting this, women have 
sacrifioedagteat deal and have worked single- 
handedly at child care when in fact, the 
icsponsibiiity should be shared by men. While 
fathers view child care as being the mothers 
responsibility, the state delegates it to the 
fu^ly. The men, stale, religious units - all 
do th^ bit to the so-called “noble cause of 
children’’in diffetent ways. These ad hoc and 
piecemeal interventions do liule good except 
for catering to a collective conscience in 
absolving them of responsibilities. 

While the government hu accorded 
separate positions to health, welfare and 
ethicaiion in the list of minimum needs, 
providing it through difreient departments, 
daycare receives no mention. The ICDS 
touted as an example nationwide of an 
integrated programme does not include 
‘daycare’ among its numerous oliijectives. 

Communities blame govenunents and the 
government in report after report points to 
the lack of “community participaiion.” The 
blaine directly shifts towards the women, 
who in reality have no “time or space” to 
think of their primary concerns, due to 
unawareness, low status, overload of 
responsibilities, oMigations to family and 
society and lack of access to resources. 
Thou^ the demand must originate from the 
coauiHinities. the state must take on strong 
ideological commitment and financial 
support. Such a step complemented with 
deoentralisttion, flexibility, ownership by 
community where fathers are sensitised and 
participate along with mothers, and adequate 
trsiiiing is the only aiuwer to make services 
sustainable. 

Cost Benefit Angle 

The debates related to quality and cost 
cettie around a host of issues - the basic 
requiiements for providing an efficient 
service, the honorarium to caregivers, the 
provision for meals, the hidden costs of 
burnout, infrastructural leakage and 
imdeiutilisation among others. Critical 
in^sis has shown that minima] cost of good 
qua^ care amounts to about Rs 5 per child 
per day and has demoastratod thitt at no 
inslanoe can we expect low coat endeavours 
to yield high quality service [Swaminatiian 
]9K]. ‘Low cost services' is only eyewash 


that glorifies voluntary conummity service 
but fails to sun>oft tbe family in the true 
sense in child care. 

Effective child care would no doubt be 
expensive but would be a minuscule portion 
ofiotalgovernmentoutlay. Inadequatechikl 
care means gieteer expenditure in the long 
run on intervention pr ogr a m mes to combat 
malnutrition, school drop-out and low 
enrolmem. While these expenses cannot be 
done away with alioemhw, they can be 
controlled by investing in sound provision 
for user-friendiy child care services. Is there 
any doubt then that good child care support 
will not only support women by creating 
time and space but will also be a long-term 
investment for ensuring the welfare of over 
300 million children of the country? 
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Female Headship, Poverty and Child Welfare 

A Study of Rural Orissa 

Pradc^ Knour Panda 

On the basis of primary data collected in a rural setting in the state of Orissa, an attempt has been made in 
this paper to compare the socio-economic status of male- and female-headed households. Subsequently the 
differences in the use of resources (time and money) between maie-headed and female-headed households have 
been analysed. Finally, the paper explores the relative well-being of the children between the two groups, i e. 
to what extent female headship influences children's access to social services, and children's actual welfare 
outcomes, measured in terms of health and education indicators. The results suggest that poverty and female 
headship are strongly linked in rural Orissa. The results further suggest that the use of resources are significantly 
different between the two types of households and the comparison of household expenditures indicates that, female¬ 
headed households spend relatively less on higher quality food items such as meat, vegetables, milk and other 
dairy products. Finally the findings show that children in female-headed households are disadvantaged both in 
terms of access to social services and actual welfare outcomes. 


Introductioa 

IT U estimated that neatly 1,300 million 
xrsoiu are poor in the wwld (UNDP 1996; 
ICQL 1996], and nearly 70 per cent of the 
world's poor ate women. Therefore, it is 
}flen argued that women, especially in 
ieveloping countries, bear an unequal share 
iftheburdenof poverty (UNDP I99S; United 
Nations 19961.' Most of the literature on 
tender and welfare in developing countries 
luggest that female-headed tnusehoids ate 
Mieof the key target groups deserving special 
mention forany strategy attempting to reduce 
poverty.^ However, the extent to which 
Temale-headed households influence child 
wdfareis not clear and therefore, the ultimate 
wtcome in the welfare of ferrule-beaded 
liousehold is an empirical qiieslionIKossoudji 
ud Mueller 1983; Polbte 1991a; Kennedy 
1992; DeGraff and Bilsborrow 1992]. We 
sxpect female-headed households to be less 
wdioffthan male-headed households.mainly 
because of women's lower income and mote 
revere time constraints on non-market 
activities as compared with those of men 
[Commonwealth Secretariat 1989; IDB 
1990], These constraints could lower the 
access to social services important to child 
welfare, attd Itrwei; child welfare outcomes. 

The recent literature, however, docs not 
luppoit this reasoningfrom female-headship 
to poverty tochUd sselhic outcomes. It Shows 
tbu since ferrule heads of luMsebolds 
presumably have Aill control over their 
tesmnrccs and they use resources more 
eRiciently than when a man heads the 
household, it may pioduce relatively better 
welfare outcomes of children in female- 
headed householdi (Dwyer and Brace 1988: 
Bruce 1989;Blumb^ 1991]. In other words, 
even if female-headed households are 
■nMvely poor and time constrained, their 
children may or may not be deprived 


depending on whether female-headed house¬ 
holds’ use of resources is suHiciently child- 
focused to offset the tittu and income const- 
rainu that may be tighter in female-headed 
households [Louat. Grosh and van der Gaag 
I99S; Uoyd and Gage-Brandoo 1993]. 

Though gender-related differences in the 
distributitm of resources and resources for 
survival within poor rural households, and 
intra-household dynamics are much 
discussed (Agarwal 1986,1988a, 1992: Jain 
and Baneijee, 198S; Singh and Kelles- 
Vitanen l987;Kri8htutaj and Chaiutu 1989; 
Dube and Palriwala 1990], very little is 
currently known about the relationships 
between fenule-headcdness, poverty, arid 
child welfare in India. However, there exists 
some evidence of the linkages between 
poverty and fertule-headedness in India 
[Visaria 1980; Visaria and Visaria 1985: 
Parthasarathy 1982]. The existing litenuire 
suggests that female-headed households 
relative to male-headed households have 
poorer survival chances, given their lower 
control over land resources and their greater 
dependetxry on wage income, their higher 
rate of involuntary unemploy ment, and lower 
levels of education and literacy of the house¬ 
hold heads [Agarwal 1986; 1988b; 1995; 
Kumari 1989; Verghese 1990; Shanti 1992; 
Lingam 1994; Krisbnaraj and Ranadive, 
undated].’ Since the relationship between 
female-headednessand poverty isardaiively 
unexplored aea in India, thw works still 
provide a useful beginning in spite of 
insuffictem statistical rigour aid poor data 
quality. Much more in-depih study from 
micro data is necessary for a more definitive 
understanding of such relationships. 
Moreover, no study in India examines the 
relationships between female-headedness. 
poverty, arid child welfare with a systematic 
empirical analysis of primary data.* 

'This study investigates the links between 
female-headahip, povetty, and welfare in a 


rural setting in Orissa. India. It asks three 
questions. First, are female-headed 
households poorer than male-headed 
households? Second, rlo female-headed 
households spend their resources differently 
than male-headed households? And third, do 
children in female-headed households have 
different access to social services and have 
different welfare outcomes than their 
counterparts in male-headed households? 

Orissa is one of the poorest states of India, 
lying in its eastern region. It is duncterised. 
inter alia, by low agricultural productivity 
and the highest incidence of r^ poverty 
in India. Agrkultufal modemisationi^ratal 
infrastnicture development lag bdund noM 
of India (World Barik 1991). Rainfed rice 
cultivation predominates, leading to sharp 
fluctuations in employment availability: 
seasrmal fluctuatioitt have been reported 
up to 40 per cciu for female emptoyment and 
IS per cent for males (Bardhan >979). 
Although wages are not so tow as in other 
regions and male/female wage gap it actually 
amraig the lowest in the country, person-day 

Table I: HouaBHOLoSax am> Househclo 
CoMvusnioN BY GoMa or Hbao 

(PeretMi 



Household Size and .QgslajitJtBiiBM 
Stiuctaie Mile Reraale 


Household size 

Single person 

7.3 

2>J 

Medium: 2-.X 

2R.6 

SSX) 

Large; 6 4 

64.t 

13.7 

HiMuehold structure 

Mean sue 

5.9 

iA 

NurtiberofOiildrca 

0-4 

07 

OJ 

0-9 

1.5 

06 

0-14 

2J 

09 

Percentofraemben 

04 

I2A 

1.4 

0-9 

Z4.9 

17.0 

0-14 

37.0 

2SJ 
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unemployineiit ii high oveiall and npedally 
U high for women [Worid Bank 1991], 

* Both literacy rates and income levels in 

s Orissa, though incfeasiitg,innainwdl below 

b the average for India. Female literacy rate, 
b for example, has reached 34.7 per cent in 

1991 compared to 39.3 per cent for India as 
a whole; labour force participation of women 
^ is now 20.8 per cent, compared to 22.3 per 
oertt in India as a whole [Census of India 
1991]. On theecotMmic fi[OTt48.3 percent 
of Orissa's rural population compared to 

* 33.4 per cent nationally lived below the 

’ poverty line in 1987-88, according to the 

'i officially released Planning Commission 

’ estimates. AccordingtotheExpertGroupon 

I Poverty (1993), the incidence of poverty in 

j rural Orissa was even higher than rural India 

(61.S per cent and37.6percem respectively). 

, R^ardlessofthe debate on the methodology 

of poverty estirrution, it is clear that rural 
poverty in Orissaisthe highest in the country. 

, In 1990-91, Orissa’s real armual per capita 
income was Rs 1.615 cotripared to Rs 2,^9 
for India as a whole [Centre for Monitoring 
Indian Economy 1993]. 

With regard to the status of women. Orissa 
portrays a Mealc pictute. The status of women 
is low and is associated with a patriaichai 
and patrilineal social structure. The general 
pattern of social life is derived from the 
ideologies of dependence and the notions of 

I 

1 

Tsata 2: CnuuunettrncsoF HovseHou) Hgaos 
lY Geinet op Head 

(Per cent) 


Qiaracterutics 

Gender of Head 
Male Female 

Marital itaiw 

Married 

71.4 

34.7 

Widowed 

I5J 

52.1 

Divoccedliepsrated 

4.8 

9.6 

Never mani^ 

8.3 

3.7 

Age of the head 

15-29 

13.3 

7.7 

30-39 

22J2 

15.5 

40-49 

19.8 

12.8 

50-59 

20.8 

23.7 

60 aad above 

23.9 

40.2 

Bdacatiog of the head 

Noae 

56.3 

78.1 

Primsey 

16.8 

10.0 

Middle 

14.3 

5.5 

Secoadaty end above 

12.6 

6.4 

OccapaiioD of the head 

Not working 

15.0 

20.5 

Agticnkural setf-employed 

38.3 

19.6 

Agriculntal wage labouier 

20.5 

49.8 

Nop-agri sdf-employtd 

15.0 

4.6 

Noo-agri wage labourer 

11.3 

5.5 

Number of aKWihf worked dwrag iart yew 

3arleaf 

20.3 

42.5 

3-6 

12.1 

17.8 

6-9 

28.7 

29.3 

Oaadmote 

38.9 

10.3 

CaiK of the head 

Lower caste (SOST) 

29.5 

58.9 

Upper ctate (othen) 

70.5 

41.1 


social inferiority of the fetrude - ta nct i flad 
1^ scripoirei and supported by the fidldoie 
[Jetley 1984J. Arran^matTiages, physical 
and social segregation and exlentive 
restrictioiu on women are some rd the 
c h arac t eristic fetfurea of the rural society.’ 

Poverty plays a cimditianing role on the 
relationsliip of women’s autoixmiy to their 
reprothictive behavioiir. On the one hand, 
among middle and high income women in 
rural Orissa, autonomy does in ftct play a 
major role, even independent of househ^ 
economic characteristics on fertility 
behavioyr- O" the other hand, among the 
poorest women, women’s autonomy remains 
virtually unrelated to their rep^ucdve 
behaviour, suggesting that among these 
women, even women with a certain 
amoura of autonomy require large numbers 
of children for their very survival [Panda 
1994], However, these results ate mainly 
confined to male-headed households in rural 
Orissa. 

The female-beaded households constitute 
nearly 10 percem of all rural housebedds in 
Orissa. However, this figure might be an 
undetestimatioaoffemale-lieadshipsbecaiue 
of Che range of biases in actual data collection 
in the Indian census. These biases would 
stem from a variety of factors such as the 
enumeratota and respondenti being typically 
male (they are pieditpoted to identify a man 
rather than a woman as the household head), 
the definitions used (the head of household 
is a person on whom falls the chief 
responsibility for the maintenance of the 
household), and the instntetions given to the 
enumenton not to make furtiier enquiry 
[Agarwal 1986; Visaria and Visaria 1985]. 
in tet. a recent study suggests that in rural 
India 30 to 35 per cem of all households are 
beaded by women [World Bank 1991]. 

Data for this study pertain to 1,107 
hous^ds comprising 6,033 Individuals. 
These data come from a field survey 
conducted in five villages in the Bolangir 
district of Orissa. Bolaigirdistrictliesinthe 
hiiiteriandoftbestate which is predominantly 
agricultural. The farmers are entirely 
dependent on rainfall in the absence of 
artificial irrigation facilities. There is little 
occupational diversification because of the 
social structure of ninl society and the limited 
opportunities for mobility. Hence, Bolangir 
(Ustiict it characterised by rural poverty. 

The five study villages are locals within 
a ditunoe of 15 kms from the district head¬ 
quarters, Bolangir, and about 300 kjps from 
the ttatecaq>itil,Bhubaneshwar.The villages 
are typically agtiadtiiTal in nature, though 
one village has both agrarian and industrial 
fealuies(ie.aiicemiU).Themalelitefacy rate 
in the study area it 57.3 per cent while the 
fefflalelitncyneeit31.9peroeM.WoifcpBll- 
dpationtmes are 65.1 percent and 38.3 per 
cent for males and fenudet respectively. 


'ThetttrveyutiUsedaliotiialiMqiMrtloB- 
naira that eUdled infbrimtlon from die head 
of the household on the demographic details 
of each lesideat u weU as the bouaeboU’s 
social and economic characteristics. Detailed 
inforriMtion on food and non-food expen- 
dituies ofeach household was also coUected 
for use as general welfare measure for the 
fimily. The children’s access to social 
services such as education and health, md 


Tamx 3: PscFU OF Sooobconcsbc Status op 

HoUSEHOUS SV OSNDn OP HOUSBHELD IfeAD 


Socioeconomic Status Geader of the Head 

Male Female 

OwnentapofUnd 



Perceat landless hhs 

24.3 

49.8 

Sixe of laadholdiag/hh (acres) 

4.9 

2.0 

Size of Isadholdings per 



cspiia (acres) 

0.83 

0.56 

Living conditions 



Per cent ofhhs with electricity 36.9 

14.2 

Per cent of bhi residing in 



a built-ttp structure 

37.3 

12.8 

Number of rooms per hh 

3.1 

1.5 

Number of rooms per person 

0.53 

0.42 

ta cent of hhs with toilet bdliiy 18.1 

5.5 

Ownership of modem consumer 



durable goods (per ceM of hhs owning) 


Tables/chaln 

41.0 

14.2 

Wmchfcycle 

44.4 

11.0 

Radio 

42.5 

12.3 

Momcyele/Kooier 

6.4 

0.9 

Television set 

14.9 

4.6 

Edneation of hh membert (per ceat) 



62.7 

33.6 

Liretate (male) 

39J 

40.1 

Uteiaie (Ibmale) 

37.2 

29.1 

Caste of hh membea 



Per cent of SC/ST 

31.9 

62.2 


Nofe: hh indicates bousehold sad hhs iadiettes 
bouMboldt. 


Taslb 4: OntruamioM or iNcnWAU 15-59 ar 
OcCUPAltONAI. SnUCTUSS AND CSNCeS OP Hbad 

fPerceiu) 


OccopstioMl SUuctuie Geader of the Head 

—srarnraBiE 


Not woftiai 

20J 

27.9 

Agricukural self-employed 

26.7 

172 

AgricoHutal wage labour 

23.2 

46.0 

Non-ugricullural self-employed' 

I3J 

4.7 

Non-agiicullural wage labom 

16J 

4.1 


Taiu 5: Total Numms of HousaHOLD 
MiMiaM roe Eaoi Labow Foaoa 
Status av Gbnhk OP Hsad 


Labour Force Status Gender of Hewl 

Male Feaik 


Total aumber of employed 


peisotts ia the hh 

Number of hh members oot of 

2.9 

1.8 

labour force 

Number of hb membets loo 

OJ 

0.7 

young to work 

Number of Ml meanben loo 

22 

0.9 

oldtowoik 

0.1 

02 
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Bana I; bwKnrnn Roule-HmiwH ouMHOuai 


dMirwd&iBOiitcoiiieawuaiqMnttciBodule 
in the quMtiamudre for which infonnation 
wai MUght 

AU houieholdi were covered from the five 
villdget with iltnilar socio-cultural milieu 
but difibrent ieveli ofdevelt^ment, nwastiied 
in tents of UM of electricity, extent of tion- 
agricultural work and agricultural 
modernisation. Villages were selected so as 
tobetepresentativeardifferentdevelopment 

pattern found in rural Orissa. Access to 
infrastructural facilities was suuidardised by 
selecting villages which were similar to such 
criteria as transport facilities, availability of 
school and health services and distance from 
the nearest town. The survey was conducted 
during the months of September 1989 and 
February 1990. Interviews took place at the 
convenience of the respondent, usually at a 
time when privacy could be maximal. 

The conc^ of headship used in this paper 
is not rigorously defined in terms of relative 
'bargaining’pc^tionofthe various members 
of the households to uncover the intricacies 
of gender, intra-household bargaining, and 
welfare. The importance of ‘bargaining 
power' cf women in the context of ‘gender 
gap' was emphasised by many scholan 
[Folbre l983;Sen 1990; Folbreetal 1991b]. 
However, utmost care was taken while 
collecting information on headship in the 
survey. Initially, we asked a male member 
in the household regarding the head of the 
household, in terms of the usual definition 
of the headship (the household member on 
whom falls the chief responsibility for the 
economic maintmance of the family). To 
cross-check the repotted headship by the 
male respondent, we asked the same question 
to the female respondents in those households 
where both spouses were present. We found 
that male respondents repotted a male head 
in 93 per cent of cases, whereas female 
respondents repotted male heads in 88 per 
cent of cases. Hence the auignment of 
headship was not much dependent upon the 
genderofthe respondent. Moreover, 
female heads of household where male 
partner is absent temporarily because of 
migration arc limited to only I per cent of 
all households in the study area. 

Since welfare levels of households arc 
raised by the goods and services they 
consume, not by income available for 
contumpdon, and incomedala are more prone 
to ertors than consumption data, consumption 
it used as the measure of welfare rather than 
moraw in this paper. In fact, the conititnpiian- 
based measures of welfare are commonly 
used by the leicatchen in making poverty 
aisessmenti [Demery 1993]. The 
coiaumpdon measure uikl in tiiit paper it 
comprehenaive which includes food 
cnudnpdoB (32 hems), dally expendilute 
(23 items) and comunplion expenditures 
(27 itenu). Wedding expenditure (the only 



Msle-besded 
hOMchoUi 
888 (80.2) 


Head belongs to the oldest 
|-| geaentioa of the household 
868 (78.4) 


Held doe* not live 
withsiponie 
242(21.9) 


Hesd lives with 
aipouic 
626(S6.5) 


Head's parents (or perems-in- 
^ law) aie also members of Uie 
household 20(1.8) 


Head is single 
(DO spouse pKscal)| 

12 ( 1 . 1 ) 


Head lives with 
aspoote 

8(0.7) 


Feasalc-headed 
ho ui eholds H 
219(19.8) 


Head belongs to the oldest 
fl genention of the household 
214(19.3) 


Head does not Uve 
wMiaspoote 
140(1^6) 


Head lives wUb 
a ip oua e 

74(6.7) 


Head's porems (or paieiHs-in- 
*-1 law) are also members of the 
household 5 (O.S) 


Head is tingle 
(no spouse present)| 
3 (0.3) 


Head lives with 
atpOHse 

2 ( 0 . 2 ) 


Sott; The actual number of houieholds in (he sample is the nrst number. The percentage of lO 
households is the number in parentheses. 

FiouaE 2: Income. Age and EuvcAticw in FriUALE-HEAoeo Hovsehouis wrm Srousss 


Heisnmse 






He is older 



7(9.2) 




He has cqutl or 


11(145) 






_ 






She is BKMe 



Both work 


"l2(15.8) 


She is older 



ednemed 



32 (68.4) 




1 (1.3) 


*(3-3) 





She has higher 







_ 

iacome 



He It mete 

FemalC'^ieaded 
households with 



She wotlaand 
he does not 


40(52.6) 


HeisoMer 



edursted 

5(66) 

ipoutet 76 



15(19.7) 


He hu equal or 


8 . lO.S) 








higher istcome 




SbeisiiiMe 



He works and 


’9(11.8) 


She is older 



oducsiud 


L. 

she does uoi 

— 



1 (1.3) 


3(3.9) 


9(11.8) 


She has 








higher income 







0(0.0) 





Npir: The absolutcnumberofhouaeholdt in the sanqile is the first number. The pci rrta g e of fcwnle- 
headed houaehotds with spouses is the number in parentheses. 


non-consumption expenditure in the study 
area) and use value of durable goods could 
not be included in the aggregation of 
consumptioo expendituiBs because of non- 
. availability of data. The values for all food 
and non-food items were annualised by 
referring to different recall periods for 
different items and tiie attgregation of total 
expenditures was reached. Finally the 
bousehoM's total consurapdoo is divided 
by the number of household meabe n to 
obtain per capitaco<wumptioii.whldiisused 


as the main indcator of welfoie for tfalt 
paper. 

Since children are lest ‘costly', per capitt 
consumption after adjusting for age- 
distribwiaa could be a belter measure of 
welfare than per capita coniumptioa. 
Therefore, we estimated adjumed per capta 
consumption using adult equivalem scida 
(assign^ a weight of OJ to chUdnn 0-6 
yean. 0.3 to daldren 7-12 yem, 0l5 la 
children 13-17 yean and 1 to penemnofe 
than 18 yean) as suggested by Detftai aad 
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Muellbauer (1980. 1986) and Olewwe 
(1987a, 1987b). This exercise could help us 
U> test whether some of the results in the 
paper are robust to the derinition of welfare. 
Visaria (1980). for instance, has shown for 
several Asian countries the sensitivity of the 
link between poverty and female hradship 
to definitions and methods used. 

In order to measure the differential use of 
resources between male- and female-headed 
households, two factors, i e, time and money 
have been used. To measure time factor wc 
analyse (i) the difference in labour force 
participation among women of working age 
(15-59) between women who ate beads and 
who are spouses of heads, and (ii) the dif¬ 
ference in the proportion of households em¬ 
ploy ing servanu for household's maintenance 
in male- and female-beaded household. 

Similarly, in order to examine the money 
fiKlor, we analsrsed to what extent male- and 
female-headed households show different 
consumption patterns. 

Pot this, four types of expenditure patterns 
have been analysed: (i) share of food and 
non-food expenditure to total expenditure, 
(ii) share of expenditure for high qual ity food 
and alcoholic beverages to total food 
expenditure, (iii) share of expenditure for 
children to total non-food expenditure, and 
(iv) share of expenditure for domestic help 
to total non-food expenditure. 

The children's access to social services 
such as health services (preventive and 
curative care) and education (enrol ment rates 
in primary, middle and secondly schools) 
have been examined between the two groups 
of households. Finally, child welfare 
outcomes in terms of health (diarrhoea in last 
two weeks and illness in Iasi four weeks) and 
education (repetition, daily attendance and 
drop-out rate of children S-18) indicators 
have been analysed. 


U 

Characterifltka of FcmolenHeadaliip 
inRondOritm 

Identifying female-htaded hotaehokh 

Nearly 20 per cent of households in the 
selected rural setting in Oissa are headed 
by women. Of these, two-thirds (or 12.6 per 
cent of all households) are headed by women 
who are in the oldest generation present in 
the household and who do not have a spouse 
in the household. These conform to the most 
common perception of female-headship. In 
nearly alt of the other one-third of female 
headed- households, the woman who heads 
the household belongs to the oldest generation 
in the household but does have a spouse 
present. In only I per cent of all households 
are there members of a generation older than 
that of the head. Even within that group, the 
portion of female hearb with and without 
spouses is similar (Figure 1). 

In male-headed households, 70 per cent 
of male heads of households have a spouse 
present in the household as comparedto only 
onc-third of female heads of households who 
have spouses present. 

In one-third of the female-headed 
households, the females with spouses were 
declared to be the head. This is in contrast 
to the common perception of female- headship 
where the male will be considered the head 
of the household if the female is married. 
Figure 2 presents the income, age and 
education in female-headed iKHuehoids with 
spouses. It suggests that in these households, 
the woman had a higher income in 72 per 
cent of ca.scs. In 3 per cent of cases she had 
a lower income but was older. In 9 per cent 
of cases, she had a lower income and wa.s 
younger, and had a higher education. In 16 
per cent of cases, in spile of earning less, 
being younger and bei ng less well educated. 


Taau 7: OnrasoMAina or Hotanous* 
Wbmm as Dmobby Fba Cahta 
CONSW triKIN 


Variabk Coefllc i ent 


Dummy variaMea 
Gender of the head 

(Female head » I, Male head = 0) -0.14* 

Marital status of the head 
(Widowed, divorced or 
separated > I, else >0) -O.OS 

Occopation of the head 
(Noa-agricukunl activity • I, else • 0)0.II>* 
C^ate of the head (SC^T a t, elae b 0)-4.0.1 
Cootinuoua variablea 

Age of the head O.UO 

Education of the head (yean of edacadaa)0.14* 
Number of children, 0-4 0.16* 

Number of cbildreB, 5-9 -O.II* 

Number of chiMien, 10-18 O.Ot 

.Size of landholdings per capita 0.22* 

Adjusted R’ 0.SI37 


/Vf)ie.t : * Signiticani at the 5 per cent level or better. 

(1) Dependeiu variable is measnred as In 
(per capita coasumptioa). 

(2) Univetie is all households. 

Table 8; PovEarv and FbMAia-HEAOSHv** 


Welfare Measure 5 Per Cent 40 Per Cent 

^verly Line Poverty Line 
Male Female Male Female 
Head Head Head Head 


Per capita consumption 
Mean per capita 

consumption 1497 980* 1497 980* 

Mean per capita consumption 
of the poor 748 662* 996 862* 

Head count indea 12.3 32.7* 34.5 73.8* 
Adjusted per capita consuraptian 
Mean adjusted per capita 
coasumptioa 2137 1288* 2137 1288 

Mean adjusted per capita consumption 
ofthepoor 1178 749* 1535 1030* 
Head count index 11.2 36.5* 32.0 78.0* 


Notes:* .Signi ficant at S per cent level or better. 
** The tests ate for differences by gender 
of the household head. 

Mean unadjusted and adjusted 
consumptions are in Rs/year. 


TAnLB6: CusiPAaisoN bftween Male- and I^AL£-HeA«n> H<xjsehclos: Pes Cahta and Per Advi.t (Adakted) Consumition by Hoikehold CAiaouaies 


Honiebold Category 

No of Persons 

Mean hh size 

Mean Per 
Capita 

Coosunqxion 

Ratio 

PC./ 

PC, 

T-lesI 
of hyp 

PC 

r 

Mean 

Adjusted 

Consumption 

Ratio Ticst 
AC / of hyp 
AC, AC.b 
AC, 

MHH 

FHH 

MHH 


liiRH FHIT 
(PC.) (PC,) 

MHH 

(AC.) 

(AC,) 

AD bonseholtLs 

5245 

788 

5,91 

3.60 

1497 

980 

1.53 

14 64 

21.37 

1288 

1.67 

16.27 

Single-person hhs 

65 

62 

1.00 

1.00 

2662 

2133 

1.25 

1.49* 

2662 

2133 

1.25 

1.49* 

One potcnriol worker excluding single-penon hhs 1699 

230 

4.92 

2.99 

1287 

921 

1.40 

3.23 

1.576 

1024 

IJ4 

5.96 

One potential worker with child (children) 

1448 

148 

5.46 

3.44 

978 

886 

I.IO 

1.06** 

1608 

1228 

1.31 

1.92* 

One polential worker with child (0-4 yean old) 

1028 

102 

5.81 

3.92 

834 

801 

1.04 

0.91** 

1219 

1097 

III 

1.36** 

One potential worker with child (.5-9 yean old) 

1112 

108 

5.73 

3.48 

895 

752 

1.19 

1.32 

1235 

1202 

1.03 

0.29** 

One potential worker with child (10-17 yean old) 1122 

113 

5,75 

3.32 

972 

843 

1.15 

1.82** 

1390 

1403 

0.99 -0.63** 

Two potential workers with child (children) 

1988 

178 

6.48 

4 45 

1376 

- 9— 

920 

1.50 

11.27 

2244 

1372 

1.64 

13.37 


** Difleience is not ligniricanl at the 5 per cent level. 

1 Mean consumptions ore ui Ks/yeor. 

2 Adjusted consumption is the consumption per adult equivalent computed from the following scale: 0-6 years old —0.2; 7-12 years old — 0.3, 
l3-l7yciirsold — 0.5; I8andabove— 1.0. 

3 The T-test of the hypothesis of equal consumption between male- and female-beaded households is computed under the assumptiofl of tmequil 
variance of ihe distribulKHis. 

4 'Potential worker' means a person between 18 and 59 yean old. 

5 MHH indicates malc-lieaded household, FHH indicates iemate-headed household, hh indicaiet household and hyp indicatea hyporbeate. 



the declare* haiMlf at head. On the wlMie, 
in 92 per cent of cares of feinale4iea(bhip 
there is on easily apparent reason why the 
woman might be declared at head (either she 
hat no spouse, or she has a higher income, 
it older, or better educated than her 
counterpart). In the remaining 8 per cent of 
cates of female heads (just I per cent of all 
households), the reason is iess clear. 


to be literate — 22 per cent as opposed to 
44 per cent. They are also lest than half as 
likdy to be above the level of primary 
education. Thus, difTeremial earnings are 
likely to be due to inferior levdt of foimal 
educatiofl on the part of the female heads 
Female heads of households are somewhat 
leu likely to work than — male heads of 
households—75 per cent at opposed to 80 


percent However, occupational structure of 
heads of household differs markedly by the 
sex of the head of the household. For instance, 
female heads of household are half at likely 
as male heads of household to be tdf- 
employed in agriculture — 20 per cent as 
opposed to 38 per cent They an alto two 
and half times as likely to be agiicultunl 
wage labourers — SO per cent at opposed 


How ore female-headed households 

d^rent? 

Table I shows the hourehold size and 
household composition by gender of head. 
It suggesu the following tesulu: 

(1) Fbmale-beaded households are smaller 
than male-headed households. Their 
household size is 3.6 members, u compared 
to 5.6. The smaller average size of female- 
headed households stems partly from the 
lesser tendency of women to live in large 
size households. Of all the large size 
households (more than 6 members), only S 
per cent areheadedby wmnen. Tbeseaccouni 
for 14 percent of female-headed households. 
On the other extreme, of all single person 
households, one half are women and they 
account for 28 per cent of female-beaded 
households as opposed to only 7 per cent of 
male-headed hoiseholds. 

(2) Female-headed households have 
relatively fewer children, both in terms of 
the average numberuf chi Idren per htnisehold 
am) in terms of the per cent of household 
members who are children. There is an 
average of only 0.3 children aged 0-4 years 
in female-hea^ households, but 0.7 in 
male-headed households. Extending the 
range of children aged 0-9 and 0-14, doubles 
and Uiples the numbers respectively, but 
nevertheless, maintaining the patterns. 

Tabic 2 presents the characteristics of 
households heads by gender of head. 

The maritai status of the heads of the 
female-headed households is quite different 
from that of the heads of male-headed house¬ 
holds. Female-headed households are less 
than half as likely as male-headed households 
to he married — 35 per cent as opposed to 
71 per cent. They are^solhreeandbalf times 
as likely to be widowed — 52.1 per cent as 
oppos^ to 15.5 percctU. They are also twice 
as likely to be divorced or separated. They 
are also less than half as likely to be single. 

Female heads ofbouseholds are more than 
one and half times as likely as male heads 
of households to be over age 60 — 40 per 
cent as opposed to 24 per cent. They are 
corresponduigly one and half times less likely 
to be under age 40—23 per cent as opposed 
to 36 per cent. They are slightly less likely 
to be in the prime earning range of 40-60. 

There are systematic differences in the 
ctfaication status of male and female heads 
of bouseholdt. Pbmale beads of households 
are half as likely at male beads ofhouteholds 


Tasu 9 : Consumption SuAses sv Gawiea or Housbholo HeAo 


Consumplioa Skarei Per CipimCoiisuiniuiou AD 

Less thill More thaa Oeaderof 

Rs 1224 Rs 1224 Ibe Head 

KiHH FHH MHH FHH Mide I^enaie 


Per cent ibwe to total expenditure 

Fbod expendlinre 

52.7 

58.2 

46.1 

50.2 

47.6 

55.4 

Non-food expendituR 

47J 

41.8 

.51.8 

49.8 

52.4 

446 

Per ceM share to total food expenditure 

Expendhuie for high qualiiy food* 

152 

11.4 

34.1 

312 

29J 

17.7 

Expenditure for alcoholic beverages 

8.9 

4.6 

104 

3.8 

10.0 

4.3 

Per cent share to total noa-fbod expenditure 

Expenditure for child goods** 

14 8 

4.8 

27.5 

15.3 

25.4 

10.6 

Mean hotuehold expetidilure for child gooda (Rs) 

482 

69 

1799 

590 

1427 

235 

Expenditure for dotnewic help 

21 

0.1 

8.1 

3.6 

6.9 

16 

Mean houiehold expenditure for domestic help 

75 

4 

421 

67 

319 

25 


Note: * Items such ss iiie*l, vefclables, milk and other dairy products. 

** Such as clothing and educational expenditure (among households with childrea). 
MHH indicaies male-headed households. FHH mdicaies female-headed house h o l ds. 


Table 10; Cibluien's Access m Health Case** 


Access to HesUh Care 

Both sexes 

Bovs 

Gills 


Male 

Fhmale 

Male Female 

Male 

Female 


Head 

Head 

Head Head 

Head 

Head 

Per cent of children 0-5 years old for 
whom clinic visits for preventive care 
were reported in the last six months 
preceding the survey 

11.6 

6.3* 

15.0 10.8* 

8.0 

2.3* 

Per cent of children 1-4 years old 
with full inununisalion covenge 
against BCC. measles and OPT 

Per cent of childrea 0-17 years 
old who were reported to be ill in 
the last four weeks preceding the 
survey and had received medical 

19.6 

23.5* 

49.1 33.3* 

28.8 

14.8* 

care 

35.1 

24.5* 

49.8 39..5* 

18.4 

9.1* 

Notes: * SignifieanI at 5 per cent level or better. 





** The tests are for differences by gender of the household head. 



Table 11: Ensolment Rates by Gendes of Cwlo and Househou) Heao** 


Age of Child 

Both Sexes 

Boys 

Girts 


Female 

Male Female 

Mar 

remme 


Head 

Head 

Head Head 

Head 

Head 

S-lOyeats 

84.9 

68 2* 

92.1 72.7* 

766 

63.4* 

II-13 years 

72.2 

54 1* 

79.4 57.9* 

646 

50.0* 

14-18 years 

44.3 

29.4* 

54.1 34.1* 

34.5 

24.4* 

Nous: * Significaol at S per cent level or better. 





** The tests ore for differences by gender of the household head 



Tabie l2:HEAL'niSTA'n's»'CMUi)neNAcZDO-4** 



Per Cent Reporting 

Both Sexes 

Boys 

Girts 


Male 

Female 

IMIale Fem^ 

Male 

Fowle 


Head 

Head 

Head Head 

Head 

Head 

Diarriioea in last 2 weeks 

136 

27.3* 

9.3 206* 

186 

34.4* 

Ijiaess in last 4 weeks 

342 

33.3 

.36.2 35J 

32.2 

312 


Nous: 'SigniEciai at S per cent level or beuer. 

** The tests sre for dif feren ce s by gender of the hotMehold hend. 


D 


I ‘ 



to 21 per cent. Finally, (bey are lesi than one* 
thiid u likely to be self-employed in non- 
agricultuial activity and half as likely to be 
non-a^icultura] wage labourer. 

When working, female heads ofhouiehold 
work fewer days in the last year prior to 
survey. While 43 per cent of female heads 
work fcr less than three months in a year, 
only 20 per cent of male heads work for such 
a 1 m period. On the contrary, at the upper 
end, Hhileonly 10 per cent of female he^ 
work for more than nine months as high as 
40 per cent male heads work for such a 
lengthy period. This implies lower earnings 
of female heads of hous^kls partly because 
of more time devoted to domMic woik and 
partly because of non-availability of work 
as a result of seasonal employment in 
agriculture. As noted earlier, half of the female 
beads work for agricultural wages, and all 
of them work for a lesser period (less (han 
six months). Moreover, earnings from 
agricultural wages for females are less than 
males. All these factors imply a markedly 
different levels of earnings between male 
and female heads of households. 

As regards caste status of male and female 
heads of household, female heads of 
households are two times as likely as male 
beads of household to be in lower caste, i e. 
scheduled castes and scheduled tribes. 

Table 3 presents the profile of socio¬ 
economic status of households and their 
roendiers by gender of household head. 

The difference in land ownership is 
substantial between the male-beaded 
households and female-headed households. 
While three-fourths of the male-headed 
households own land, only one-fourth of the 
female-headed households own land. 
Moreover, mean size of landholdings per 
household is two and half times higher in 
male-headed households as compared to 
female-beaded housdmids (five acres and 2 
acres, respectively). Even size of 
landholdings per capita is relatively higher 
in male-headed households. 

There are systematk differences in living 
conditkms between male-and female-headed 
households. When living conditions of the 
households are measured in terms of 
household electrification, housing type, 
number of rooms per household and per 
capita, and toilet facilities, in all cases roale- 
hcaKied households show a substamially 
higher living standards than that of female- 
headed households. 

Theownership of modem consumer goods 
such as tables/chairs, watchfcycle, radio, 
motorcyclefscooter and television sets are 
much higher in male-headed households as 
compared to female-beaded households. 

As regards education status of male and 
female members, the difference is marked 
in male-aodfemale-headed households. Both 
male and fonale literacy are relatively higher 


in male-headed households. 

The members of the female-headed 
households are about two dmes as likely as 
members of the male-beaded households to 
be in lower caste (SCs and STs) — 62 per 
cent as opposed to 32 per cent 

As regards occupational structure Of all 
membere of the household, the pattetn is 
almost similar to household heads, i e, 72 
per cent of the wotking age memhen in 
female-headed households work, white 80 
per cent of wotking age members of male- 
headed households work (Table 4). The 
working age members of female-headed 
households are twice as likely to be wage 
labourers in agriculture — 46 per cent as 
opposed to 23 per cent They are also one- 
third as likely to be non-aj^cultural self- 
employed, and one-fourth as likely to be 
wage-labourers in non-agricultiiral activity. 

The dependent-to-worker ratio in the 
household is similarin both male-and female- 
headed households (1). This is the result of 
thecoinbinationofdifrerencesinagestiuchue 
in the household and in labour force status 
of working age memben (Table 5). 

The results so far indicate that female- 
headed households are over-represented by 
widows, divorced or separated women, are 
smaller, have leu children and have both 
heads and otho-members who are lew likely 
to be working. When working, they work for 
a lesser period in a year and in lower category 
of occupad on. Both heads and other memben 
of female-headed households are less likely 
to be literate. They are more likely to be in 
lower castes. Moreover, female-headed 
households are lets likely to own land and 
modem consumer goods and are more likely 
to be in poor living conditions. All these 
factors may lead us to believe that female- 
beaded households would be poorer than 
male-headed households. This issue it 
discussed in the next lectioa. 

m 

Poverty and Fcinalc<Head8hip 

A growing body of literature stresses that 
rural female-beaded households are 
dispropoitionaiely represented among the 
poor [Youssef and >Mer 1981; 1984], In 
order to test this proposition, the relation^ip 
between poverty and female headship it 
examined in some detail. 


CotumnpHoii mtaium htoM 

hotttdtoUt 

Table 6 pnsetitt the comparison of per 
capite and per adult equivalent (a^juti^ 
consumption between male-headed 
households and femalo-headed bouteboida, 
according to various houtehoM categorica. 
The mean per capita consumption level in 
female-headed household Is Rs 980per year 
as compared to Rt 1,497 in male-beaded 
households. In other words, male-headed 
householdshavepercapitacotisiiinptian leveb 
which am about a half higher than those Of 
female-headed households. This leads to a 
strong conclusion that female-beaded 
households are poorer than male-headed 
households. The dliTerences are large in 
economic terms and statiitically significant 
Whmi mean atyusted cofuumpilon is used, 
it shows that male-headed households are 
weahhicf than the female-headed households 
by about 66 per cent (Table 6, right-hand 
panel). The difleimices are more when using 
unadjusted mean per capita consumption 
because nlale-beaded households are more 
likely to have more children. However, the 
(fin'erences are still large in economic terms 
and statistically significant 
The comparison of households with only 
one potential worker md children of various 
ages reveals that the average welfare 
differences are not sigiuficant statistically. 
It means, the difTiculty of single-handedly 
raising and providing for children is 
apparently as great for male hauselMdds as 
for female households in similar 
drcumstances. On the contrary, when (here 
are no children or when two potential worken 
are present in the households, the welfare 
differences are substantial. The results 
suggest that part of the difference in mean 
per capita consumption is accounted for by 
the differencesinage-structure between male- 
headed and female-headed households. 
Therefore, household stnicture is a crucial 
indicalor in understanding the levels of 
household welfare. However, In addition to 
household structure, other variables thtt tend 
to be correlated with headship can also 
influence the welfare level of the household. 
Therefore, to examine the individual 
influence of each of the included variables, 
holding all other variables constant, a 
multivariate regression analysis is used. 


Tasle 13: ftkCENTAai OF RsKTirocs AMONG CnajiasN Bmullsd M SaKxa.** 


Age of the S(udeiii 

Both Sexes 

Bovs 

_ekfe_ 

>Ma)e 

Head 

PNMle 

Head 

Male 

Head 

Pamale 

ncM 

Male 

Head 

Female 

Head 

S-lOyean 

11 

10.3 

7.3 

9.4. 

9.3 

11.5 

11-13 yews 

10.4 

10.0 

11 

9.1 

132 

11.1 

I4-I8yewi 

12 

I10» 

ti 

13J* 

82 

20.0* 

AU 

14 

11.7 

13 

ia3 

9.9 

132 


Nous: 'Sitaiflcaiit MS per cent level or better. 

** The tests we for dMemces by geader of the hoasebold head. 



A> ibimii inlUite 7, fenule hMcWilp hu 
n independent end n^ative influence on 
the wetfere levd of the houiehold. Othef 
fiKton included In the muHivuiate analyaii 
Be itandaid end the result* are u expected. 
The education and non-agricuitural 
occupation of the household head, and per 
capita land ownership have significant and 
positive influence on the welfare level of the 
household. Household structure has a 
signiflcam and negative efiect on per capita 
consumption. In other words, the mote the 
chHdreo and the younger they are (below 
10), the lower is the household welfiue. These 
rendts areconfined to the overall mean levels 
of the household welfare. Therefore, let us 
turn to examine the relationship between 
poverty and female-headednest by 
concentrating on the low end of the 
(hstributitm of welfare. 

Poverty measures and female-headed 

households 

In this paper, two poverty lines have been 
used — Rs 972 per capita household 
consumption, and Rs 1,224 per capita 
household consumption. These correspond 
to the poorest IS and 40 per cent of the 
population respectively. Th^ two poverty 
lines are considered here on the basis of 
Kakwani and Subfaarm's (1993) estimation 
of poverty line in rural India during J973- 
87. According to 1986-87 prices, in rural 
Orissa, Rs 972 per capita household 
consumption is treated as ultrapoor and Rs 
1,224 per capita household consumption is 
treated as poor [Kakwani and Subbarao 1993], 

A comparison of mean per capita 
consumption for female- and male-headed 
households leads to the strong conclu.sion 
that female-headed households are poorer 
than male-headed households. This is true 
for both IS per cent poverty lir,e and 40 per 
cem poverty line. Using mean adjusted 
coiuumptioit shows that female-headed 
houseboldi are much poorer than male¬ 
headed households, because male-headed 
households ate more likely to have more 
luimben of children (Table 8). This is also 
true for both meaaurea of poverty line. 

Using the lower poverty li ne and per capita 
consumption, we find tti^ head count index 
difler significantly by headship. The lesullt 
show that 12 per cent of people living in 
male-headed households arepoor,compared 
with 33 percem in female-headed households. 
The difference is statistically sigidficant 
When adjusted consumption is used as the 
welfare indicstor, it shows that 11 per cent 
of people living in male-headed bouachotds 
are poor, compared to 37 per cent in female¬ 
headed households. ITm difference is 
*tvi<tically aigniflemt for the IS per cent 
poverty line. For the more generous poverty 
line (Ri 1,224) md for both unadjut^ and 
adjusted per capita consumption, the 


coniparifOM show a higher incidence of 
poverty among female-headed households. 
Hence, the results show a systematic 
differencein welfare level of the household 
between male- and female-headed house¬ 
holds regardless of any measures of poverty 
line. Thus, the results clearly ate consistem 
with the notion that female-beadship is cor¬ 
related with poverty inrespectiveof the pover¬ 
ty measures and the welfare measures used. 

IV 

DWerendnl Rceoarcc Use 

The analysis in this section concentrates 
on whether the resources (time and money) 
available to female-headed households differ 
from those in male-headed households. 

Time use 

It hat already been noted that female heads 
of householdi are somewhat less likely to 
be employed than those of male heads (7S 
percent versus 80 percent). Moreover, female 
beads work for lesser period and in low 
category of occupation. Hence, thei r income- 
generating activities are lessened. In order 
to examine whether female-headed 
households would be constrained in their 
welfare-generating household non-market 
activities more than male-headed households, 
we examine the difference in labour force 
partkipation among women of working age 
(IS-S9) between women who are heads and 
who arc partners of heads. 

It is found that while 74 percent of female 
heads of working age are in labour force, 
only 54 per ceiU of (he spouses of the male 
heads are in labour force. Hence the spouses 
of the male beads are considerably less likely 
to be employed than the female heads. Thus 
the data supports the typical characteristics 
of male-headed household, i e, the male 
head works for income and (he female partner 
spends more time on non-nurket household 
activities that produce welfare for the family 


andforthe childieiLlwcontraitlfaetypical 
female head fulfils both the roles, i e, she 
earns income for the family and spends tliiK 
for welfare-enhancing activities of the 
household. Thus the female bead would |k 
constrained for time and money because of 
this double burden. To further explore the 
constraints that female heads of housdiold 
face, we analysed thedrffereneeinemphiying 
servants who provide domestic help in ntale- 
and female-headed households. SuiiprisiQgly, 
while one-fourth of male-headed household 
employed servants, only 3 per cent of female- 
headed households employed servants. Thus 
there is a systematic difference in the use 
of time resource between male and female- 
headed households. 

In the next section, we examine the 
difference in other resource, i e, money 
between male and female-headed households. 
Specifically, the difference in consumption 
paitenis is analysed b e twe en the two groups 
of households. 

Consumption patterns 

Table 9 shows the consumption pattern 
by levels of per capita consumption and 
gender of houiehold head. It reveals the 
following conclusions. 

There is significant difference in percentase 
share of food and non-food expenditure to 
lulal expenditure by gender of the bead of 
the household. In fenude-headed households 
share of food-expenditure (S8 per cent) is 
much larger than the share of non-food 
expenditure (42 per cent), using the more 
generous poverty line{Rs 1,224). However, 
the reverse is true in case of male-headed 
households. Therefore, consumption 
difference might have the most marked 
impact on child welfare in female-beaded 
households. 

There is also marked difference in the 
combination of foods purchased. Expendtttm 
on such higher quality food iterH as meat. 


Tasle 14: PEaceNTAoe OFOaLmoi wini Koi. ArraNDANce Dumno iw tavucB Was, 
AMONO OiuiaEN EmoLua) m ScHoa.** 


Age of the Student 

Both Sexes 

Boys 

Girls 


Male 

Female 

Male 

FeiiMie 

Male 

Female 


HcmI 

Head 

Head 

Head 

Head 

i ■- S 

nOlB 

3-10 yean 

76.2 

77.6 

83.1 

84.4 

66.4 

69J 

ll-nyean 

78.8 

75.0 

84.4 

81 8 

71.7 

66.7 

14-18 yens 

70.1 

52,0» 

83.3 

66.7» 

46.3 

30.0* 

All 

75.3 

70.9 

83.9 

79.3 

63.2 

60.0 

Notes: * Significaal M 3 per ceat level or better. 






** The leiu are for diffcKncet by geader of the hmuehold head. 



Taile 13: Oaor-Oirn among CwLaeoi sv Gewia of HousewLD Head** 


Paniculan of Drop-Out 

Both Sexes 

Boys 

Gbit 


Male 

Pemile 

liiiir 

Peottle 

Mate 

PBMii 


Head 

Head 

Head 

Head 

Head 

Heal 

Per eeet of childtea who dropped OM 

32.0 

50.0* 

23.3 

45,t* 

41.4 

SSjO 

Mean age d drop-oot 

10.2 

».l* 

11.4 

9.6* 

9J 

6J* 


Notes. *Sifai(lcaat at 5 per ceat level or better. 

** Tlie tests SIC for diffeieacei by gender of the hoaMhoU head. 
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vegetables, milk and other daily products 
tend to be hjgherin maie-lKaded households, 
irrespective of the levels of per capita 
consumption. However, expenditure on 
alcoholic beverages are much larger in male¬ 
headed households irrespective of the levels 
of per capita consumption and this supports 
the findings of Horton and Miller (1989). 

The share of expenditures for child goods 
to total non-food expenditures for household 
with children shows that the percentage share 
as well as mean levels of household 
expenditures vary significantly by gender of 
hMisdtold head, irrespective of the level of 
per capita consumption. Fbr instance, in 
female-headed houschoids. the mean levels 
of household expenditure for child goods U 
only Rs 69 compared to Rs 482 in male- 
headed households, using per capita 
consumption below Rs 1,224. 

It has been seen that one-fourth of male- 
headed households employ servants as 
compared to only S per cent female-headed 
households. Obviously, therefore, 
expenditure for domestic help is expected to 
be high for maie-hcaded houschoids. The 
results presented in Table 9 suggest that both 
share of expenditures for domestic help to 
total non-food expenditure as well as average 
expenditure levels are higherin male-headed 
household, regardless of the levels of per 
capita consumption. For instance, using 40 
per cent poverty line, the mean levels of 
household expenditure for domestic help vary 
significantly by gender from Rs 4 in femalc- 
headed houseMds to Rs 7S in male-headed 
households. 

On the whole, the evidence so far suggests 
that female heads use their time differently 
than other women attd that consumption 
patterns differ between male and female¬ 
headed households. The differences are also 
substantial. In other words, female heads of 
household have faced tighter constraints on 
non-market activities. They ate also pressed 
for money. As a result they may not be able 
to translate their priority for children's 
welfare. 'The implications for children’s 
welfare of the difference in time and money 
use are examined in the next section. 

V 

CUfclKii’s Access to Social Services 

In this section, children's access to social 
services by gender of head of the household 
is measured by way of two factors, i e, health 
cate and education. 

Health care 

Table lOshowschiidien’iaccess to health 
cate by gender of household head and gender 
of the child. It shows that both preventive 
care and curative care of children are 
sign! ficandy different by genderofhousehedd 
head. The lesulis also hold true when the 
analysis is performed separately for girls or 
boys. The children for whom clink visits for 


pseventive care were lepoited in tho six 
months preceding the survey, I2per cent erf' 
them in ntale-headed houshokb received 
preventive care as compared to only 6 per 
c«u in female- headed householtk. The 
difference is statistically significant. The 
same is true when the analysis is performed 
separately for girts or boys. A similar 
significant difference is found for full 
immunisation coverage. 

For those children who are reported to be 
ill in the four weeks prior to the survey 
period, 3S per cent of them in male-headed 
households received medical cate(curativc), 
compared to 24 per cent of such children in 
maie-hcaded households. The difference is 
statistically significant. The results hold true 
when the analysis is performed separately 
for girls or boys (Table 10) 

One of the most striking findings of Table 
10 is that, both preventive and curative care 
for boys are much more prevalent as com¬ 
pared to such care for girls, both in male as 
well as female-headed households. Hence, 
the gender inequal ity in health care is observ¬ 
ed, regardless of gender of household head. 

Education 

As shown in Table i I, while 85 per cent 
of children from age 5-10 in male-headed 
households are enrolled in school, only 68 
per cent of such children in female-headed 
houschoids are enrolled in school. The 
difference is statistically significant. When 
we conctmUratc on the enrolment of middle 
(11-13 years) and secondary (14-18 years) 
agechildren.thedifferenceinthe enrolment 
of children is pronounced by gender of the 
head. When the analysis is performed 
separately for girls or boys, the dilTcrence 
in the enrolment of children by gender of 
the head is statistically significaiit for ail the 
age groups of children. 

As in the case of health care, the most 
stnking finding of Table 11 is that boys arc 
more likely to be in school than girls 
regardless of the gender of the head of the 
household. 

On the whole, the results suggest that the 
differences in children's access to preventive 
and curative health .services, and primary, 
middle and secotKfary education were found 
to be statistically significant by gender of 
the head of household. Moreover, boys access 
to health services and education exceed those 
of girls, regardless of the gender of the head 
oflhe household. Thus we found that children 
in female-beaded households of Orissa 
are disadvantaged in terms of access to social 
services compared to children in male-headed 
households. Since female-headship and 
poverty arestrongly linked and since female- 
headed households face iwMe time and money 
constraints, the results ate much as expected. 
The next section looks into the actual welfare 
outcomes of chiklien. 


In this section, we explore the children’ 
welfare outcofflos by locking fordifforeiice 
bygenderofthehouiehoidbead.Thetnalyii! 
is also performed separately for boys am 
girls. 

Health outcome 

The incidence of diarrhoea it a goot 
indicator of how effectively the houtehok 
produces health.* As shown in Table 12 
nearly 27 per cent of children under (iv> 
years of age in female-headed household! 
have an episode of diarrhoea in the twe 
weeks prior to the survey, as conqiared U. 
only 14 per cent of such children in male- 
headed households. The difference i; 
statistically significant. Moreover, the 
differences in tbeepisodeofdianhoeaamon' 
hoys as well as girls in the two weeks prioi 
to the survey are also significant by gendei 
of the household head. Another impoitani 
finding is that girls are more likely to be 
affected by diarrhoea than boys, regardless 
of the gender of the head. 

As regards illness of children in the monti' 
prior to the survey, ^ differences are not 
significant by gender of the head ol 
household, whether ail children are con¬ 
sidered together, orthe analysis is peitormec 
separately for buys or girls (Table 12). 

Education outcome 

In order to measure education outcome, 
we consider three measures — repetition, 
daily attendance and drop-out rate 
Repetition, drop-out rate and low daily 
attendance arc signs of poor educational 
performance. Moreover, these features arc 
common in rural India and hence, in rural 
Orissa. Tabic 13 shows the percentage ol 
repeti tors among children enrol led in school 
It reveals that there are no significant 
differences in the repetition among children 
aged 5-1 Oand 11 -13 (those whoare in primao' 
and middle schools) in female-headed 
households vis-a-vis those in male-headed 
households. However, the diffeiencei arc 
substantial and statistically significant among 
children aged 14-18 (those in secondary 
school) between male- and female-headed 
households. The same is true when the 
analysis is perfonned separately for boys or 
girls. The repetition of girls 14-18 
compared to boys is much higher in female- 
headed households—20 per cent as opposed 
to 13 per cent 

As shown in Tidile 14, for the sample ol 
enrolled students in primaiy, middle, and 
secondary schools, n^y thiee-fourihs ol 
them repotted having attended all official 
school day sin the week preceding the survey. 
The difrerence in full attendance of emailed 
children during the previous week is not 
sigrafkant in primary and middle ichooh 



bdwmniafeud Ceoale^iemiDcnio^ 

TMt it trae for boyt w well u girij in theie 
boiueliokU. But, bcqri are moie likely to be 
attending the tcliool regularly than glrlt 
reganUeu of the gender of the head for all 
leveli of icbooUng. Among the enrolled 
atudents aged 14>18 who are in tecondaiy 
school, the diffeience is sign! fleam by gender 
ofthe head ofthe household. The results hold 
true for eitherof the sexes of enrolled students 
aged 14-18. 

When we consider all the enrol led students 
together, or separately for boys or girls there 
are no significant differences in full 
attendance in the previous week between the 
gender of the household head and between 
boys and girls in these households. However, 
overall, while 80 per cent of the enrolled 
boys attended school for all the days of the 
previous week, only 61 per cent of enrolled 
girls repotted full allendance. Therefore, girls 
are irr^lar in attending school, compared 
to boys irrespective of the gender of the 
household b^. 

Table IS shows the drop-outs among 
children and mean age at drop-out hy gender 
of the household head and gender of the 
child. The results suggest that there are 
systematic differences in drop-outs among 
all children, boys and girls, in female-headed 
households vis-a-vis those in male-headed 
households. Moreover, children in female¬ 
headed households dropout of school two 
years earlier than the chi Idren in male-headed 
households. Buys in female-headed 
households drop out 1.8 years earlier than 
their counterparts in male-headed 
households. Girls in female-headed 
households drop out 2.7 years earlier 
than their counterparts in male-headed 
households. The mean ageof boys who drop 
out is nearly 11 years, ax contrast to 8 years 
for girls. 

' The analysis so far indicates that children 
in female-headed households arc dis¬ 
advantaged in terms of a variety of measures 
used like children's health status, and edu¬ 
cation performance. The present unfavoura¬ 
ble welfare outcomes would be undesirable 
both for present welfare loss and future 
formation of human capital un which the 
children will rely in their adult lives. The 
strong support for the hypothesis that children 
in female-headed households are 
disadvantaged compared to those in male- 
headed houaelnddi is consistent with the 
evidence presented in previous sections of 
the paper — that poverty and headship are 
strongly linked, that female-headed 
household! face more lime and money 
constrabits and are not able to offset these 
constrainu because their use of resources 
are less child-oriented, and that their 
children fare worie in terms of access to 
social services than children in male-headed 
households. 




Conclusions 

The results clearly suggest that poverty 
and female-headihip are suongly linked. 
Thus, female-headship may be a useful 
targeting indkator for poverty alleviation in 
fttral Orissa. In other words, targeting social 
programmes to female-beaded households 
will be a lucceisful way of reaching the 
poor.'’ Moreover, results suggest that 
female heads face more time and income 
constrains—they use their time differently 
than other women and consumption patterns 
differ between the two types of households. 
The consumption expenditures of female- 
beaded hcHueholds are so low that even 
though they spend less on personal 
consumption like alcoholic beverages, they 
also sp^ less on child-oriented goods. The 
evidence further suggests that children's 
access to preventive and curative health care, 
and primary, middle and secondary education 
in female-beaded households are much lower 
than their counterparts in male-headed 
households. Finally, the study supports the 
hypothesis that children in female-headed 
households are disadvantaged in terms of 
actual welfare outcomes (education and 
health outcome).The evidence of lower 
welfare outcomes of children in female- 
headed households is consistent with the 
findings that (i) female-headed households 
are burdened by tighter income and time 
constraints, (ii) that their children are 
disadvantaged in terms of access to social 
services and finally, (iii) that female-headship 
and poverty ere strongly linked regardless 
of the welfare measure used, and the poverty 
measure used. 

One of the most striking findings of this 
study IS that, on the whole, regardless of 
gender of the head of household, girls are 
relatively disadvantaged compared to hoys 
both in terms of access to social services and 
actual welfare outcomes. 

Since Oris.<ta. like other north Indian states, 
has a long history of gender inequities in 
access to resources (such as education and 
health) and crucial means of production (such 
as land and associated production 
technology), our results are in the expected 
direction and are consistent with the main 
body oof female-headship literature. 

Notes 

(This is a revised venion of a paper piesented at 
the lllh World Congieis of the Internatioiial 
EcononacAssodalionioTiaiis.Tuiiuia. December 
18-22. IV9S. I am moa grateful lo Biaa Agarwai, 
Nancy Foible and .SiddiqOf mam, for their helpful 
comments nd suggestions. I also wish to express 
my gratitude to IntcmatioDBl Economic Assoaotioa 
and Indian Council of Social Science Raaenicb 
for providing rinoncial assittance lo pankipaie at 
the World Congiets.I 

I The idea of feminisation of poverty it by no 

means widely accepted among scInUn. and 


some lecent asiesfinealt aegue that women inc 
not generally over-repieiented in poor 
hout^oldi [Lipton and Rnvillkm 1995]. 
Moreover, dim ii little ‘loinM evidence' to 
tuppon luch aisoinption (Quiiumtiing, HaddMl 
and Pena I995J. 

2 SeetbeevidenceteviewedinBitvioicandGupu 
(1997). 

3 In sharp contrast with exienaive indicntioiia of 
high le^a ofdeprivatioa among frmnhi hrnrird 
households from these studief, tome leceM 
assetatnents found no evidence of femnie- 
hended houteiudds being lignifkaMly poorer 
than male-beaded househddi in India (Dnene 
1990; Dieze and SrinivauD 1995]. 

4 For tome of the recent useful rtucKea Kaking 
female-bcadship. poverty, and child welftro in 
other countries, tee Kennedy and Peters (1992); 
Kennedy and Haddad (1994); Rogets (1996); 
Appleton (1996): Barros, Pbx and Mendoticn 
(1997). 

5 These social structures arc partly responaiUe 
for the relative dcpnvalion and inaccniily of 
elderly women, especially widows, in rural 
Orissa [Panda 1977a]. 

6 See Panda (1997b) for theoretical and enpa- 
ncal evidence 

7 In this context, education, or the contiol of 
productive assets, icniain real isauea; and they 
an: criucal for strategies limiiig at accelenting 
dcvelopmcm as well as readering it mote 
equitable [Lipton 1988; (Juibria 1993: Agnrwal 
1994; ILO 1995|. 
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Linkages between Culture, Education and 
Women’s Health in Urban Slums 

Mecukibf Thapu 

This paper examines some of the important linkages between culture and tradition, education and women's 
health through an analysis of secondary data from mainly two sources. Although education plays a crucial role 
in providing the possibilities for personal growth and independence, the importance of cultural norms, values 
and customs in determining the life choices and physical and mental well-being of women cannot be denied. 
An empowering education has to address itself to the needs and competencies of women in their daily lives. The 
significant value of education also lies in its ability to alter women’s consciousness and lives from within so 
that they question these traditions and practices and bring about a change in their everyday lives by asserting 
themselves through a positive understanding and appreciation of their identities as women. 


THIS paper makes an attempt to examine 
some of the important linkages between 
culture, women's education and their health 
in uiban slums in India. The paper relies 
mainly 09 secondary data to arrive at certain 
preliminary conclusions which poi nt towards 
the need for a reassessment of the presumed 
positive impact of education on women's 
health and that of their children in conditions 
where women have poor access to drinking 
water, live in congested areas surrounded by 
garbage and open drains, are unable to seek 
professional medical assistance, and are 
overwhelmed by the social and economic 
conditions in which they live. 

It has been suggested by planncn and 
policy-makers that education is the answer 
to India's population and health problems 
as well asintermsoftheoverall development 
of the country. In the 19S0s and 1960s the 
major policy objective in the education sector 
was to expand enrolment. Other policy 
measures (such as building more schools or 
training more teachers) were in addition to 
this primary aim of getting increasing 
numbers of children into school as fast as 
possible. It was argued that planned economic 
growth was only possible if (here were 
sufficient people with the required technical, 
managerial and industrial skills. Mass 
education thus became an excellent way of 
inculcating people with the attitudes imd 
values appropriate for modernisation. In 
recent years, women have been singled out 
for particular attention as they are seen as 
the instruments through whom the nation 
can become more literate. 

Jean Dreze and Amartya Sen tell us that 
education is valuable to the 'freedom of a 
person* in certain distinct ways in that it has 
a certain intrinsic value, it it instrumental 
to certain personal rolet, social roles, and 
schooling proceu rolet, and it has an 
empowerment and distributive role in 
providing greater Hteracy to disadvantaged 
groups (1995:1-2). As recently as March 
1997, Jc^jeebboy has argued that the quality 
ofliie, especially women'shealth. is severely 


constrained by low levels of education and 
control over economic and other material 
resources among women in India (1997:483). 
She has therefore suggested the importance 
of promoting universal primary education 
forgirlsand“non-fotinal^ucation.skill and 
employment generation for women” (ibid). 

Undoubtedly, education is necessary for 
it is only when our minds are opeited up to 
the altentati ve realities around us that we can 
begin to question our condition and attempt 
to bring about a transfotmation in our lives 
that concerns not only the nation’s health 
but also our own well-being as women and 
individuals. This paper however argues that 
education alone caimot provide the answer 
to the many social and cultural problems that 
beset India's people. 

The role of culture in determining the 
well-being of women, for example, caruiot 
be underestimated. This point often remains 
at the margins of our understanding of the 
position of women in Indian society. As 
Martha Nussbaum has recently emphasised: 

“Custom decrees who gets access to the 
education that would open job opportunities 
artd make pol ideal rights meanin^l. Custom 
decrees who can go where in what clothing 
and with whom. Custom decrees who gets 
to ntake what sorts of protests against ill- 
treatment both inside and outside the family, 
and whose voice of protest is likely to he 
heard... Customs, in short, are important 
causes of women’s misery and death" 
(1996:3). 

There it undoubtedly an importam link 
between culture and justice and this needs 
to be carefully examined. It is not sufficient 
to posit that education it the answer to 
women's problems. Radier, it is a question 
of the extent to which this education gives 
them the space and power to raise their 
voices against tradition and question their 
position in society. It therefore, has to be a 
different kind of education, one that seeks 
to empower and liberate. 

I b^n by considering the position or 
condition of women, broadly speaking, in 


Indian society. This gives us an idea of the 
social ermditions in which women exist and 
an understanding of their position in society. 

I then examine a shidy of an urban shun in 
Delhi which shows us how cultural fiKloa 
prevail in women's lives aial influence the 
cimtees they make which inevitably affect 
their well-btring. The next study I examine 
has been conducted in the city of Mumbai 
and which tells us why slum women refuse 
to participate in a gynaecological health 
problem, once again, pointing to dieirsocial 
and economic cooditi^ which prevent them 
from looking after thdr own physical and 
mental well-being. I conclude)^ arguing for 
the need for an’empowering’education that 
is related to women's lives and needs as vrdl 
as takes account of the social cooditians in 
which they live. 

I 

PMitkwofWoflMa 

AlakaBasu has, very pertinently, pointed 4 
out that with increasing interest in “gender J 
as distinct from class issues, the term (status r 
of women) has become extiemdy valuD- j 
laden rather than purely descriptive” J 
(1992:52). So rather than getting involved I 
with what constitutes tite relativdy high or F 
low status of women in India, I will seek 
to focus on those aspects of women’s Uvea 
inlndia which helpustoestabiidithelinlcagea 
boween education and health. 

Women are cleariy at a disadvantage in 
India with regard to education, literacy 
figures give us a clear picture of the 
educational status oflndian girls and women. 
The 1991 Census data indicate tiut only 39 
per cent of females above age seven ate 
literate, as opposed to 64 per cem of males. ^ 
Of the 324 million illiterates eoun ma m d in • 
Imhain 1991,197miUion(61 percent)wtaa I 
girts and women (Worid Bank 1996:S2|.; 
Acroas the states, literacy ranges ftom only 
2]perceatittRaianhatt.23perGentiaBiM; ' 
26 per cent in Uttar nadeth, 31 pcreenihl 
Maharashtra, to 87 per cent la Ketifa 
[ibid: 129]. 





Underlying the fact of low female lilency 
inlndiaarethelnwratetoffcmaleetirolinent 
and retention. In the nine northern Mates of 
India where about 63 per cent of the 
population lives, only 28 per cent of girls 
finish the first five years of school. In India 
as a whole, about 46 per cent of boys and 
28 per cent of girls in the appropriate age 
group progress to upper primary school 
[World Bank 1996:S3]. 

There are several other factors that 
contribute to the problem of education for 
girls and women in India. The most significani 
linkage is that of socio-economic status. In 
urban areas, the girl.s most unlikely to attend 
school arc those from slum families whose 
adult members work in different low paid 
and low status occupations or in the un¬ 
organised or informal sectors. This suggests 
that we need to examine the household as 
a crucial category which affects both the 
education of girls and the health of women. 

In this contest, Kapadiaet al (1994) suggest 
chM there is a "complexity to gender related 
socio-economic status factors” such as edu- 
cation,employment,incomeandfeitility. We 
thenforeneedtoexamine the “interplay of the 
entire fabric ofthese ractors"operating within 
the household as well as the wider encompas¬ 
sing social, economic and political system 
in which the household is located (p 198). 

The household is undoubtedly the 
“immediate health environment of its 
members who 'share (whether equitably or 
not) a common water source, sanitation 
faci lities, breathing space, a hearth, and other 
faculties. This has important implications 
for the acquisition, transmission, prevention 
and treatment of disease” [Chatterjee 
1989:166]. The household is also the main 
socialising unit for its members through, for 
example, formal or non-format education 
which may or may not be equally available 
for all its members. Girls are less likely than 
boys to attend school for longer periods of 
time and it is therefore presumed that there 
it a paucity of health related infotmaiion or 
knowledge in the bousebttid. This limits the 
practical useofthisknowledgethrough health 
cate practices in the home or in interaction 
with outside health care agencies. 

The differentiation within the household, 
fw example, in terms of the inequality in 
education made available for girls and boys, 
die food and nutrition intake, performance 
of roles and tasks, control over income and 
itf expenditure, has implications for health. 
This ^fferentiation also draws our atleniitm 
to the health problems and needs of women 
in such hout^lds. Data on the nutritional 
itatus of food intake indicates that in south 
Asia female children and women are worse 
off than men [Seshadil 1994:233]. These 
diffetences persist in the state of Punjab in 
India which is relatively more econontically 
developed than other slates and where the 


lilency figure for women is SO per cent as 
compared to 64 per cent for men P^orld 
Bank 1996:129). Even in households where 
the food is sufficient, if not plentiful, it is 
often the case that men and male children 
are fed first followed by the mother-in-law 
and other older women. A young mother 
tends to eat whatever it left after everyone 
has eaten. Thi s suggests that cul tural pratXkei 
and social attitudes place the requirements 
of women secondary to those of men. The 
physically strenuous nature of the work that 
women do and their long hours of wrek are 
other factors contributi ng to the malnutrition 
of Indian women. 

Pregnancy and lactation place special 
demands on the nutntional status of women 
and it is clear that women are particularly 
a: risk in their childbearing years when 
productive responsibilities are also the 
hardest. Women tend to work until late in 
their pregnancies and resume work before 
they have folly recovered. The lack of rest 
or additional food results in a "cycle of 
'maternal depletion' that can have devastating 
consequences for a woman's health and 
undermine' her ability to carry out her 
responsibilities, both reproductive” [World 
Bank 1996:37], 

There is considerable evidence to suggest 
that male children receive more and better 
health care at an earlier age than female 
children do. Das Gupta (1987) found that 
in the Ludhiana district in Punjab, low caste 
female children under three years of age 
received less mcdkal care, of poor quality, 
than other children and this did not change 
over two decades. For the state of Uttar 
Pradesh, reports indicate that more male 
than female children were folly vaccinated 
(23 and 17 percent respectively). Moreover, 
73 per cent of male children, and 62 per cent 
of female children, were provided with 
medical help in the case of an acute respira¬ 
tory infection. For India as a whole, in 
1992-93, more boys than gills were vac¬ 
cinated and (reat^ for acute respiratory 
infections and fever [as given in World 
Bank 1996:51]. 

Adult women are similarly disadvantaged 
with respect to health care. Household 
surveys report more incidence of illness for 
females th^ for males. This is particulariy 
striking as women tend not to reveal or 
emphasise their own illnesses in interviews. 
Community-based studies also suggest th« 
as women receive less medical treatment 
than men, there is a tendency for reltAvely 
higher morbidity rates among them. Fewer 
women than men are hostritalised or visit 
health clinics as evident from hospital and 
health centre records (ibid). Moreover, 
women tend to rely on self-care, home 
remedies, and traditional medical care as 
compered to men who receive more modem 
medical treatment. 


It is an undisputed feet that across regiara 
Bocio-eccnioroic ditferentisb are the clearest 
indicaton of the status of heslth of women. 
Indifferent health becomes the bans of a 
cycle from which poor women are never 
entirely able to escape. A woman’s health 
detemtines her product! vity and her income 
determines how much she and her family can 
eat A woman's health is therefore essential 
for her well-being and that of her children 
and household. 

In poor households, pressure on young 
girls to earn begins at an early age. In rural 
areas, girls may work with their parents in 
agricultural occupations or in home-based 
industries such as carpet weaving or bidi 
(cigarette) rolling [WoridBank 1996:58].In 
Ufban areas, poor girls in slums may assist 
their mothers by working as domestic help 
in middle class homes, hawking sundry food 
items, selling newspqters, incense sticks and 
other trivia at trafTic intenectioni, and also 
help out in taking care of younger siblings 
at home. Young girls are therefore not only 
denied access to erlucalion but also tend to 
be more malnourished than their male siblings 
because of unequal distribution of food in 
thehouMhold. It has however been observed 
thtu girls from the lowest sodo-economic 
strata receive more equitable treatment 
than girts from more well-off upper caste 
families (ibid). This concern is possibly a 
reflection of thd r potential as income earners 
even at a young age. It remains the case that 
gender inequality in the household places a 
greater burden of poverty on women than 
on men. 

Education and Women’s Health 

The impoftance of the link between a 
woman's educational level and her health 
(and that of her children) cannot be 
overemphasised. Studies in India have 
consistently shown a strong relationship 
between mother's education and hV 
children's survival. These studies indicate 
that women would have greater autonomy, 
decision-making authority, and knowledge 
about their health and that of their children 
if they are educated. Caldwell, Roddy and 
Caldwell (1989) have, for example, argued 
that these changes are not the direct result 
of health education acquired at school but 
more the sense of empowerment schooling 
can convey. LeVine (1980) has proposed 
that schooling is a form of “atseniveness 
training" which enables women to form their 
own opinions and act on them, believe in 
the efficacy of their actions and not be 
influenced, imimhtaied or bullied by othen. 
There is no doubt that educated women tend 
to be more asaertive, move out from within 
traditional confines and use external 
resources much more effectively than 
uneducated women. However, on examintng 
data on aasociations between the educational 




leveli of imnwo ind rates of fertility and 
child survival, for example, wc find that the 
effect of primary education is in fact 
negligiblo wUle that of secondary level is 
more significant. 

It is comnMnly believed, particularly by 
social demogiaijben for whom this is an 
important leseaich interest currently, that 
women's schooling vrill contribute to greater 
'autonomy' for women and thereby result 
in reduced fertility levels (forexample, Jeffery 
and Basu 1996], This is however a rather 
simplistic understanding of the situation 
especially in theindian context. The question 
of what constitutes autonomy for women in 
the context of their everyday lives is a 
problematic issue and needs to be carefully 
considered from the point of view of women’s 
experience ratherthan theoretical definitions. 

In the context of schooling and,fertility 
in southern Asia, Alaka Basu (1996) has 
argued that the relationship between women' s 
autonomy and fertility is rather complex. 
Looking at the inverse effects of schooling, 
Basu points out that schooling can in fact 
reduce women's freedom i n decision-making 
throughtheprocessof'sanskriiisation' where 
women tend to adopt dominant mle models 
provided by caste and class afTiliations such 
as female seclusion, imposition of restrictiotus 
on widow remarriage, and so on. In relation 
to fertility. Basu agrees that women’s ability 
to acquire an understanding about fertility 
control docs not necessarily result in actual 
fertility decline. It is the united effort of 
husband and wife together that can contribute 
to intentional fertility decline and while 
female schooling may well be rcspon.siblc 
for this joint efrort, its value as ihc only 
determinant of women’s autonomy is rather 
limited [Basu 1996], 

In the relatively progress! VC slate of Kenil a, 
S Irudayarajan et al, in a recent paper, find 
direct links between schooling and fertility 
but argue that fertility is strongly affected 
by husband's and wife's schooling (1996). 
Schooling is expected to result in better use 
of contraception and bring about fertility 
reduction. Although the authors conclude 
that male and female schooling have the 
same impact with regard to the effect of 
contraceptive use on fertility, they also argue 
that the husband’s schooling levels have the 
least influence on desired family size. Female 
schoblmg, it would appear, is one of the key 
determinams of autonomy in reproductive 
decisions. On the rrthcr hand, the authors 
present a rather dismal picture of women's 
autonomy in Kerala where although they 
hold property or an iitdepenJent source of 
income, it is rarely retained under their 
control. So that the question of women's 
autonomy remains rather problematic in the 
Indian context where a woman may exercise 
her choice in one sphere hut be restricted 
In other domains. SMxmdly, women in both 


rural aixtuiban contexts often use covert and 
strategic forms of decision-making which 
may not reflect autonomous conduct but 
whichgives them someinfluencein decision- 
making within the household. 

n 

Rolf of Caltnral Factors: 

Caae Study 1 

In her study of slum women in Delhi, 
Alaka Basu (1992) hi ghiighb cultural factors 
as being responsible for differences between 
women from two different communities 
(from Uttar Pradesh and Tamil Nadu) which 
resulted in very different educational levels, 
employment patterns, and lifestyles. These 
differences hiul important ramifications for 
the health of the women and the children of 
the two communities. Basu defines ‘culture’ 
in terms of region of origin and ‘cultural 
norms' as attitudes and practices common 
to regional groups notwithstanding the 
socio-economic differences within them. 
The position of women was affected by 
their respective cultural backgrounds which 
was responsible for the differences in 
behaviour. 

Both groups of women lived in the same 
.slum which was part of a large multicultural 
resettlement colony set up in the mid-1970s 
to house migrant squatters from all over the 
city. All the households in the area belong 
to the lower socio-economic classes. Basu 
tells us that they were provided with the 
minimum facilities of public water and toilets 
and allowed freedom todo as they liked with 
their 25 square yard plots. Most homes 
therefore consi.stcd of single rooms in which 
all household, and sometimes business 
activities, were conducted. The general level 
of sanitation and hygiene was very poor, due 
to expansion of the households and the daily 
lifestyles of the slum-dwellers. Although 
public toilets have been provided, they are 
woefully inadequate, not cleaned properly 
and often not used by women and adolescent 
giri.s due to cultural and security restrictions. 
The insanitary conditions in the slum were 
accentuated by the garbage lying around on 
the streets and by-lanes. 

The slum appean to be well provided with 
health care facilities. There are five 
dispensaries run by the govemment which 
is open to the public. Although these health 
centres provide free facilities, they are 
inadequately equipped with medicines, their 
working hours are limited, and they do not 
have sufficient full-time doctors, liicre arc 
several private practitioners whose main 
disadvantage, apart from the fact that they 
arc expensive, is that they are predominantly 
male. The educational facilities in the slum 
are also impressive. The government runs 
nursery schools and pre-school cettits but 
these remain poorly utilised even by working 
mothers. Thm are also some government- 


run primary, secondary and senior lecoodaiy 
schmis in the area but once again attendance 
at these is poor. 

The socio-cultural variations in the 
lifestyles of the two groups of women is 
reflected in their initial motivation to 
migrtikm where the north Indiaii women 
were not as economically motivUed to 
migrate as the Tamil women primarily 
because they belong “to a culture of low 
female participation i n the labour force" Mid 
also do not find the opportunities for 
employment in the city very attractive 
(ibid: 37], The socio-cultural variations in 
economic well-being suggest that the women 
from Tamil Nadu are overall in a better 
position than the women from Uttar Pradesh. 
B a.su f urther points out that as the households 
from Tamil Nadu are more likely to have 
migrated in family groups, they have strong 
family and kinship ties and terid to function 
as a group in both their living arrangements 
as well as in the dally activities of their 
everyday life. Basu concludes that this 
“expressionof greater intra-househoid unity 
and equality is also a result of and not just 
a cause of the greater economic emanci pation 
and autonomy in decision-making tliat the 
south Indian women enjoy" [ibid:38. 39]. 

Basu's data indicates that women fiom 
Tamil Nadu are much more likely to be 
working than those from Uttar Pradesh whicb 
has implications for women's sdf-oonfidence 
and independence. Domestic service is their 
preferred employment. Wcnoi from Uttar 
Pradesh are engaged in more home-bated 
activities for purposes of earning an income 
such os .sewing, food processing Mid so on 
and therefore have minimum interaction with 
the outside world especially with men. The 
data on education for women from Tamil 
Nadu suggests that education “acts at abreak 
on employment” (p 44), that is, thM women 
with some education are retucrant to take up 
the low sums jobs tl'jt are available to them 
in the city. 

Basu also provides data on regional 
di fferences i n t he positi on of women in tennt 
of exposure to andinteraction with the ouUide 
world. The women from Tamil Nadu are 
clearly much better off tiian women foom 
Uttar Pradesh in every sphere. (See Ban 
1992 for specific deuils.)TakingediicMioiial 
differences into account while determitiing 
the position of women, it appears ihM while 
education and employment are poweriid looh 
for changing women's position in a dhectioa 
conducive to lower fertility and mortality 
rates, educational and occupational 
differentiais indicativeoftiiesttlBs^wamett 
are distinctly lower for women of Tamil 
Nadu than for Uttar Pradesh. For cxam|ile. 
educated Tamil Nadu women may takeieta, 
not more, of a responailnlity for household 
food expenditure than uncducMed womot 
Moreover, it is clear tliM imwkrWPil T teafl 



women have higher leveli of expoHire, 
interaction and autonomy in decukm-fnakiiig 
than women from Uttar Pradesh. Basu 
ctMKiudes that the cultural and regional 
backgrounds of women therefore have a 
profound inflwnce (in the same way as 
education or occupation) on the position of 
wunen and through this, their fertility and 
child mortality levels. 

Fertility indicators in relation to position 
of women based on their cu Itutal background 
are a reflection of female attitudes and 
knowledge rather than purely household or 
community characteristics. Here again, the 
Tamil women scored over the women from 
Uttar Pradesh due to their greater exposure 
to, and interaction with, the outside world 
and more autonomy in decision-making. 
Basu argues that a minimum level of 
numeracy is essenti ai for pari ty-specific birth 
control to be possible and it also indirectly 
affects the woman’s responses to everyday 
life, especially in those situations when 
deciskm-making is requited. Whi le numeracy 
is much more common in the younger women 
in bothgioups, "even theoldMTainil women 
were more likely to give a numerical response 
to questions on ideal family size than were 
the youngest age groups from Uttar Pradesh” 

(1992:1 (X)). As legmls birth control practice, 
once again, Tamil women were ahead 
especially in the lS-29 age group. 

The (bta concerning infant and child 
mortalUy in relaiicA to the position of women 
leads Basu to conclude that ‘\votnen's roles 
defined by their cultural background 
influenceg^erdifferences in physical well¬ 
being through both positive discrimination 
in favour of boys as well as inadvertent 
discrimination due to the customs and fears 
bred by the norms of female leculsiori and 
economic dependence” (1992:176). She also 
suggests that differences in women’s levels 
of seclusion and in their ability to interact 
with the outside world leads to differonces 
in levels ofknowtedge about health conducive 
behaviour and on abilities to act on the basis 
of this knowledge. For example, the uitan 
shun environment was particulariy effective 
in the spread of gastro-intbstinai infections 
partly because of the insecurities and fears 
of north Indian families in sending young 
girls to the toilet. Regarding nutritional 
practice, the lack ofinfannation and decision- 
making autonomy resulted in north Indian 
women delaying the onset of breast-feeding 
until the third day after birth. In the case of 
the women Grom'Tamil Nadu, theirexcessi ve 
intetaction with the outside world resulted 
in shorter durations of breast-feeding and in 
'Ihe inliequent cooking of food. The women 
from Uttar Pradesh were further 
disadvanUged in their relatively poor uae of 
antenatal care and of modem be^ facilities 
for childbirth. They alsodid not comply with 
the roles for effective immunisation. Once 


again, Baw concludet that this is due to the 
Tean md poor aoceu to inforoiatiott that 
resulted from the women’s seclusion and 
economic dependence” (ibid: 176-77]. The 
roleof wotnen’s status indicators was further 
accentuated by the lower impact of materoal 
education of child mortality. In fact, among 
uneducated womoi, Basu observed that the 
Tami Is experioiced better chi Id survival than 
the other group of women. 

It is an undisputed fact that education in 
general has positive consequences for 
lowering fertility and child mortality. 
However, the ”ecoiionuc independence of 
women is of paramouiit importiuice in rais¬ 
ing women's status in gen^ resulting in 
greater gender equality in ph)rsical well¬ 
being” (Basu I992:239).This independence, 
argues Basu, will reduce the need for several 
children as well as increase the ability to rear 
them. I would like to add that women’s eco¬ 
nomic independence needs also to be but¬ 
tressed by social and cidtural practices that 
value their physical and mental well-being. 
This is suggestive of a need for an attitu- 
dinal change towards women and girls in all 
sections and regions of Indian society, 
northern or southern, and it is this chan^ 
that can help education in ensuring their 
well-being. Some effort also needs to be 
made to ensure that policy recommendations 
and imple-mentation address the needs of 
women, are relevant to their daily lives, and 
take into account the cultural facttxs and 
social attitudes which influence their 
behaviour. 

The next case sbidy tl lustrates bo w women 
did not benefit from the health facilities 
made available to them primarily because of 
the lack of such foresight ai^ therefore 
refused to participate in a gynaecological 
health programme. 

m 

Siam WooMii in Mumbai: 

CaMStndyl 

Mulgaonkar and others (1994) have in a 
study of the perceptions of shim women in 
Mumbai providedavivid account of women’s 
reasons for their refusal Co patticipttfs in a 
gynaecotogical health iMogramme run by 
Streehitkami, a women's welfare organi¬ 
sation. They argue that women have been 
teen as inttruments through which national 
health and family planning goals can be 
achieved(forexaiDple,throughciiild survival 
and fertility control) and there it in fact very 
little concern for women'sown health needs. 
They suggest that any attempt to examine 
the health care related proMemt of Indian 
women it incomplete without an under¬ 
standing of ”tbeir social status, culture, 
traditions, health-seeking and dietary 
behavioiir(1994:l46).Achiiigeinthiimpect 
of thdr lives it most urgently needed, a 
change which educatimi can only partially 


resolve. In order to briqg about an improve¬ 
ment In health seeking anddietatybeiHnrioof 
tnd quality of living. 

The organisation Streehitkami hu 
ddiveiedmtegrafod health anddevekqmient 
services for improving the health of women 
and childiai for about 29 yeas to a populatkm 
of approximately 1,(X),000 (i e, 15,(X)0) 
households living in urban slums in the dty 
of Mumbai. Hie area has sevend hundred 
‘chawls’(one room tenemenuiand’mpadit’ 
(huts) spread out over a large area. 
Mulgaonkar and others tell us that the zopadi 
colonietareanassoitmentofdweUiiigtcoo- 
strucied out of any available item. Each hut 
is about eight feet by eight feet in area and 
houses an entire family. Narrow pathways 
tun through the colony with open drains on 
either side. The colonies are very congested 
and lack basic amenities-, about 250 people 
shfuie one toilet wheteas in flie chawl, abM 
IS-20peraonssharealailetThe(lratnage system 
in most of these colonics is also very poor. 

Streehitkarni undertook a project with 
1.048 randomly selected households in such 
a colony and monitored women's health 
problems in these households for three years. 
The gynaecotogical programme for women, 
run by this organisation, which included free 
check-ups as well as the detection of cancer 
and lowCT reproductive tract infections, was 
pooriy received in the community with only 
638 (i e, 61 per emit) out of I,()48 women 
turning up feu the check-up during the one 
yearof study. Further, on inquiry,410 women 
(39 per cent) refused to participate in the 
programme. Mulgaonkar and others examine 
the reasons as to why this happened. The 
main reasons given were socio-economic in 
nature and included "poverty, loss of wages, 
lack of time, unsuitable time schedule, 
distance to clinic and social hardships faced 
by women” (1994:149), Mulgaonlur and 
others add, “Apart from poverty, women's 
bard manual la^r, the necessity forincome 
generming activity to meet the childien’s 
essentia] needs and economic constraints 
prevent them from seeking health care” 
[ibid: 150]. Among what the authors identify 
as “cultural factors” are the women’s 
complacency retarding their heahh, fatalistic 
attitude, faith in traditional beliefs, fear of 
exposure to male doctors, ofblood collection, 
of internal check-ups, and so on. A m^jor 
factor responsible for thtir refusal to att^ 
the clinic was Ihe husband’s oppositioo to 
such check-ups. Women in fact sought health 
aueonlysvhentheirgynaeoologicalproblans 
became severe. On the basis of thdr study 
Interspersed with iromen’s voicei which 
painfiiUyand poignantly reveal thdr poverty, 
imecmlties. and fean, the aitthon conclude 
that “the socio-culiuraiandeoonoiniciealitiei 
that face wtnnen in India oompUcate their 
acceu to health sendees''(Mulgaonkar et it 
1994:163]. 
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SOMB EXAMTLM ntOM TV WoMBN’f 
Nawativbi 

(1) •^e don’i hive money to pay for 
nnedicinei. If my problem occun we olwayi 
wait rad watch and allow it to get cured 
naturally. We go to general hospital when 
it is extremely unbearable. We get free 
medicines and food there." (Dcma Gala 35 
years, Hindu Oujaratl). 

(2) “For the past three years, my husband 
has been without a job because of a strike, 
I do all kinds of odd jobs to run the house 
and educ^ my children, I bring work at 
home to earn mote money and make ends 
meet 1 do not have money. I do not find 
mnigfa lime for work. So when do I come 
for check'Up? And. if I do come, are you 
^ing to tun my home or give me a job?” 
.tlirmala Pingle 35 years, Marathi Hindu). 

(3) “I am a v^etable vendor. I leave the 
wuse at 5 am in the morning and come back 
n time to cook and serve lunch. I am back 
o work again at 3 p m in the evening. Now 
ell me when do I have the time for your 
:tinicr (Kalimani 40 years, Tehigu Hindu). 

(4) “I spend all my lime doing housework, 
have to wash the clothes and utensils, 

xepare food for everybody at home, take 
ny chiidien to school. Besides, I have to 
land in a big queue to get water from the 
nunicipal tap. I hardly can manage all this. 
> 01 dcm't gel time to come to your clinic.” 
Jayashri Rane 30 years, Hindu Marathi). 

(5) “My mother-in-iaw takes objection 
md says that you wiil take me under the 
iretext of examining us and insert a loop.” 
Anita Konvilkar 20 yean, Hindu Marathi). 

(6) “My husband doesn't allow me to 
:ome for check-up. He says that I have had 
mough number of childrra and I have the 
jperatimi for tube ligation. So what is the 
mint of going for check-up? He feels that 

don’t need a check-up at all.” (Taramati 
>ibal 25 yean, Hindu Marathi). 

(7) “My husband is a drunkard and is in 
he house 24 hours of the day. He does not 
ike my going out. He beats me if I go. 
3esides. my housework keeps me busy 
hrougbout the day.” (Manjula Govilkar 
lOyean, Hindu Marathi). 

(8) “I have all kinds of diseases like joint 
)aina, high blood pressure, kidney and heart 
liieaie. I am fed up with taking medicines, 
am made of only skin and bones and my 
unetal pyre is almost ready. I am of no use 
o my husband. He is not imeiested in me. 
e has made his arrangemenu elsewhere. 

-le isn’t botheredhbout me. So I have decided 
wt to seek a doctor." (Sulochana Khandare 
7 yean, Hindu Marathi). 

Although the authors have not provided 
tty data on the educatianal levels of these 
twiea, it is dear that education is not the 
oly auwer. Tlie women’s Mth in traditional 
)dkfa which oome in the way of their leeki ng 


health cate mi^ pethapa change through 
education but what ibaut their conditions of 
existence? The nnhygieoic conditiions in 
which they live and the social rad cultural 
restraints that are placed on them through 
the itrt m dem of thdr husbands, mothers-in- 
law, and other members of the family, 
influence theirattiiiide towards seekinghealth 
care fadUties. Their sdf-esteem and self- 
worth it lowered by their pmition in the 
household and in the wider society so that 
perhaps for them their own health it not the 
most impoctarn thing in life. 'The education 
which would be useful for them would have 
to be an education that can change their ways 
of thinking about ihetiiselves conditioned as 
they are by their experience of poverty and 
subjugation. Such u education would 
therefore have to be an empowering education 
that would help them to seek alternatives for 
themselves which would include the 
nuinlenance and cate of thdr bodies as 
part of an understanding that emphasises 
setf-concem as much as sacrifice and 
submission. 

CoNCLUDiNO Comments 

Radical educatiooal theotisu such as illich 
(1972) and Fidre (1972) have argued that 
formal schooling is in fact a mode of 
oppression, an activity which prevents 
development from taking place. 

It is an ideological device used by the 
dominant dasses to justify and maintain the 
inequalities in society. Invention and 
creativity ate discouraged in students who 
are treated as leceptacics in whom the requited 
knowledge is iilM by the teacher. Invention, 
inquiry and creativity are discouraged and 
therefore Illich advocates the ‘deschoding’ 
of sodety. Fieite, on the other hand, bdieved 
that the main goal of education was to raise 
‘critical consciousness'so that people could 
“perceive lodal, political and economic 
considerations and take action against the 
oppressive elements of sodety” (1972: IS). 
Ron Dote (1976) however adcM that people 
need to learn kaowlec^ and skills in order 
to escape from poverty. Merely raising thdr 
critical awareness will not provide those 
skills and kjwwiedge. It is this approach that 
is most relevant in our attemprto evolve an 
’empowering’ education for women. 

Empowetmem has become iranething of 
acatchword among feminist writers in recent 
years. It could be seen as “sod at mobilisation 
around women’s nugor concerns” (e g. 
divorce, property tights, cost of living) or 
as a “change in women's state of mind"; and 
u “gains in access to the bases of lodal 
power” [Friedmann 1994:116], All the three 
things should happen together ideally but 
sometimes, feminists tend to foctn on one 
more thin the othen. It would appear then 
that bringing about a change in women’s 
state of tnind, through, farexatn|ite,edncalion 


svill not be suffident in itsdf for the 
empowerment of women. There hat to be 
a simultaneous process of sodal mobilisation 
around women's concerns as well as a 
movemern for ensuring gains in their access 
to the bases of lodal power. Above all, 
women’s needs have to bedirectly addrened. 

Maxine Molyneiix has idenlifM two kiiidi 
of gender interests which “may develop by 
virtue of thdr [women’s and men’s] sodal 
positioning through gender attributes” 
0985:232). These interests have been 
identified as strategic gender needs and 
practical gender needs by Molyneux. 
Strategic gender needs are tboseneedt which 
women identify ataresuit of thdr tubordiiuie 
post ti on to men i n ihcir sodety while practical 
gender needs emerge from women's 
experience of the concrete conditions in thdr 
everyday existence. Practical needs ait 
therefore normal ly a reqionse to an inimediato 
peredved necessity which is identified by 
women in a particular context. The 
identification of both kinds of needs and the 
planning and impiemenlation of possible 
solutions are no doubt crodal to any 
development programme. 

Often the two kinds of needs imenneth 
to the extent that some practical gender needs 
may be rooted in the fact of women's 
subordination to men. Women may also be 
aware of the restricted and Kmited nature of 
thdr lives and not know what to do about 
it. Naila Kabeer points to “untegiea of 
'empowenncflt freim within’" which emdd 
provide women with perspectives that entail 
“reflection, analysis and assessment of wlmt 
has hitherto been taken for granted so as to 
uncover the socially constructed and soddly 
shared basis of apparently individual 
problems” [Kabeer 1994:24SJ. This will 
possibly result in the emerge n ce of “new 
forms of consciousness” through women’s 
access to “intangible resouim of analytical 
skills, social networks, organisational 
strength, solidarity and tense of not beng 
alone" (Kabeer 1994:246]. 

In improving health care for women, 
pianners have to keep in mind that women 
and thdr children have poor health status 
and that women are unable to seek 
professional help due to a variety of factori 
including iedusion,traditk»,pastivity.aad 
poverty. Healthcare fodlitiet tavetherefon 
to be made accessible for women in their 
settings and circumstances (that is, by 
improving the health environmem of the 
household, the availability of food, 
knowledge about health and child can) Md 
in a sente, as Meeta Chmeijee (1989) pma 
it, women's competence in these areas him 
to be developed. It it only when policy .If 
related to the needs of women as wen as abM 
to develop thdr compeieades, not only in 
academichmmpracticalteins,ilwt«dMiaii 
can play a rok in the transformidda of their 
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livcf by empowering them to meet the 
challenges of evetydiy life as well as to woric 
towatds a mote independent Aituie. 

(An eiflier veisioa of dris paper wai pmemed 
at dwnst Animal cooftteace of the Conparalive 
Edocadon Socie^ of Asia held in Tokyo, fapaa. 
in December 1996.1 thank Hiroaaka Kaznluko 
of Kynthu Kyoriim University for makiii| H 
poatible for me to participate in this conference, 
it was T N Kriihiian who first encouraged me 
to work in the area of women’s educatioa and 
health and this paper is a small salute to his 
tnemoiy.] 
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POR d complex niunber of reaioiu, the 
19501 and 1960i witnened a phenomenal 
oono et n in the weit with ixaues relating to 
what was frequently, and ominouily, 
described as ‘the population bomb’ in third 
world countries. It was partly related to cold 
war concetm that poor nations, on the wing 
of development, straddled with population 
growth, werelikely to embrace communism. 
It wu partly also due to the fact that 
overpopulation as a cause of the poverty in 
these countries delected attention from the 
cokmial drain of resources and, indeed, the 
continuing drain in the post-colonial dawn. 
Above all, it was conditioned by tbe 
fUndamenul shift in the perspective of the 
relatively new social science discipline of 
demography. During this period, 
demography shed its social science heritage 
of understanding the phenomenon of 
population change to doing something about 
it. It thus became less reflective, more 
prescfipcive and mote activist, as American 
danognphets - and their disciples - turned 
tbe dcroogtaphic world upside down. 

India was thus one of tire (irtf countries 
in the world to commence a family planning 
progr am me. Over the first four Plan periods, 
a variety of strategies were evolved: the 
clinic spproach, the extension education 
approach, the lUCD approach, the vasectomy 
camp approach and, finally, thinking the 
unthinka^ coercive sterilisation, Although 
coDcems in family planning came U) dominate 
health policy, it came to be acknowledged, 
albeit grudgingly, that these approaches had 
proved a failure. This led the World Bank, 
among others, to the recognition that 
“devetopmem is the best contraceptive*’, even 
as thepragrammeincreasiDgly concentrated 
on women at targets. One of the components 
of the new minimum needs strategy was the 
emphasis on female literacy. As the edhots 
of the vrdume under review note: “in South 
Asia... women's education has received an 
almoat (etisMslic celebration as the source 
of fatuity dedine”. 

In an extraordinary introduction 
provocatively entitled ’Schooling as 
Comneeptien?’. Jeffery and Basu outline 
(heir eonceru and of the essays in tbe 
vrUume. While “a quite rematkaUe body of 
demognphic liteniure has shown that in 
•wide variety of aettings,more the schooling 
• woman hasexperienced, fewer the chUdren 
<he is likely to have", whet la not clear is 
how exactly die cauial meebanisin. if eny. 


operates. Pbr conftxmding the association 
bdween female Btency and fertility are a 
host of prohi e mt; of definitions, measure¬ 
ment, linkages and, consequently, the 
meth^ that are used empifkslly. 

Linking women's education and fertility 
is the issue of women's autonomy, of their 
role in the production proceu and in access 
to control over reiouices. Is this link to be 
assumed, entering then the realm of 
tpeculatkw7Cantbe link between women's 
literacy and auionrsmy be demonstrated 
empirically? How valid are the tools used? 
Thw are some of tbe concerns that knit 
together the essays in the book along with 
the awaieneu that historical and current 
differences in female autonomy reflect much 
more than differences in scbooliitg alone; 
differences in women's autonomy is perhaps 
equally areflectionof differences in kinship 
patterns, in women's work participation rates, 
in patterns of crop cultivatirm and so on. The 
l2eMaysinthevoiunKstenifromaworfcshop 
on the subject held in New Delhi in 1993. 

No one would question the need or the 
value of education in its own right. But is 
femaleeducation, in particular, only to reed ve 
the attention of policy-makenfQrits supposed 
anti-natal effect? Basu in her essay chines 
further the conundrum faced by social 
scientists. Alta negotiating the thicket of 
problems posed by definitions, the next 
“problem in interpreting a female schooling- 
autonomy relationship is that of imputing 
causation where little causation may exist''. 
Schooling, for instance, is known to reduce 


female aatoooniy arsd freedoms in certain 
situatioiu. It haa also been known to 
ooiHrifaiitetotbe withdrawal of wamen from 
the domain of production to the secluston 
ofihevdledituiacauttyard.Thereisfat1lia 
the frequent finding- particularly in (boae 
areas with wheat growing agricultural 
systems and hypergamous matringe panens 
- that female education is asaociated wfafa 
gieataducriminaiion againstdaughicnand 
higba sex difTerentials in child survival. 
The only logical conchiskm, then, would be 
that schooling does not necessarily increase 
female autonomy but nevertheless docs lead 
to fertility declines. 

This conclusion is strengtheaed by the 
rich qualitative and quantitative data 
preaeiited by Rrtricia J^ery and Roga 
Jeffery in their contribution. Based on 
intensive fieldwoik in two villages in Bijnor 
district of UP, tbe data reveal that among 
the jat married women, “afteroontroUmg for 
the length of time that women had been 
manied. there was no evidenoe that educated 
women were having fewer childten than the 
othen". Even wherethe women had obtamed 
contraception, thedecisiaiwasteldom theirs 
but depended crucially on thoae of their 
husbands and in-laws. From age at moitege 
to choice of marriage partner nd posl-maritol 
residence, women, wheiha educreed or not. 
had little option. Indeed in llitt poputotion. 
women's autonomy was not even teen as a 
desiraUc attribute. What differenoes exist 
in many of these paraneiers could be 
attribute to class and not education/wr se. 

One of the strengths of the volume is the 
wide array of methodologies used in the 
papers, from analysis of national survey data 
to district level studies and ethnographic 
ones. Kanina Oianana's papa is based on 
a fascintting study of tlw lifo-lustories of 
two generations oftagh-caste Punjabi women 
in New Delhi whose lives had been 
dramatically changed by the trauma of 
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partition. The compulsions of picking up the 
threads of their lives included the new 
emphasis on formal schooling so that women 
couM stand on their own feet should the 
need arise. As joint families disintegrated 
and the link with land was broken, women’s 
education was seen as an investment in their 
hiturealthough the ideological underpinnings 
of patriarchy, and the consequent exclusion 
of women from access to the family’s 
resources, remained unchallenged and 
unchanged. Thus female education anwng 
these families were part of their strategies 
towards maintenance of social status and 
only incidentally reflected the perceived need 
for female autonomy. 

Leela Visaria in her essay argues that 
women’s autonomy needs to be measured 
in terms of women’s control over material 
and social resources, the knowledge, skills 
and alternatives availaUe to women and the 
domestic autonomy they enjoy. These 
along with regional variations in 
demographic behaviour, form the basis of 
her paper. Contending that one composite 
index of women's autonomy is inadequate, 
Visaria suggests the use of several 
indices, measuring income autonomy, 
personal autonomy and affinal autonomy. 
The data in this study were obtained from 
large surveys in four ^slricts of Gujarat and 


three districu of Kerala. Hie analysis 
Indicates that theatsodatkin between fertility 
- as measured by the average number of 
children ever born - and any of theiixHcei 
of autonomy it not clear. She concludes that 
“evidemly, ’district' and/or other factors 
appear to be important in understanding 
fertility differentids’’although it is not clear 
what these other factors referred to cotild 
possibly be. 

There are papers too from Pakistan. 
Bangladesh and Sri Lanka. What is however 
lacking in providing a comparative 
perspecti ve is discussion of the role women’t 
education and autonomy played historically 
in the west as these counties underwent 
demographic transition. Do these factors 
operate before or after epidemiological 
transition sms in? In other words, could it 
be expected that women's autonomy acts 
independent of significant and sustai n ed 
declines in infant and child mortality rates? 
Similariy in the context of India, the case 
of Tamil Nadu - which has shown an 
extraordinary fertility decline despite being 
associated with merely moderate levels of 
female literacy - could have been included 
for (hscussion. 

One weakness in this otherwise extremely 
well thought out volume is the latbM 
uncritical use of tools such as autonomy 


icales In nuny of ttie stuettea. What Is not 
adequately (Muted is that the questions used 
to construct scales may p^aps evoke 
normative answers aii4 thus lead the 
re sear c h er up a fortuitaus garden path as 
indeed the KAP snidiet in the past used to 
study motivation for cotrtraceptive use did. 
For as Robbins has noted: “It is one thing 
to assume that scales can be drawn up 
showing the order in which an individual 
will preferatetofaUematives, and to compare 
the anangement of one such individual lode 
with anothM. It is quite a dineiem thing to 
assume that behind such amngemena lie 
magnitudes which themselves can be 
congmtT.' 

The editors have brought together scholan 
from a range of disciplines - sociology, 
anthropology, demography - in the long 
over-<^ exercise subjecting some common 
sense assertions tocfWcalscnrtiDy. 'The book 
should be of profound importtmee to students 
of demography, public h^th, gender studies 
and, that imneasingly rare spedes. thoughtful 
policy planners. 

Note 

t Lionet Robbins cited in Michael Root. 

miosttphy (tf SocUil Scienct, Blackwell. 

Oxfoid, 1993, p 117. 


UGC SPONSORED REFRESHER COURSE 

ON 

WOMEN’S STUDIES - CONCEPTS AND PRACTICES 

The School at Women’s Studies, Jadavpur University. Calcutta and the Coitrc for Women’s Devdopment 
Studies, New Delhi are pleased to announce a UGC-sponsored Refresher Course on women’s studies from 
2 Febiuary-2S February 1998 at the University of Jadavpur. The Course will address issues and concepts 
in women’s studies from a wide-ranging inter-disciplinary approach and will encourage a critical perspective 
(»i disciplines from the social sciences and the humanities. 

All college and university level teachers from the eastern region are eUgible. Teachers from the 
north*ea8t are especially encouraged. 

For further details contact: 

Dr. Amiradhs Chanda ^ 

School of Women’s Studies 
Jadavpur University, Calcutta 700 032 
Tel: (033) 4728531 

Apply by: 31st December 1997. 




SOCIAL ARTICUS 


On the Concept of Efficiency 

PrabhatPatiMik 


While a vectorwise larger output for given endowments would constitute an improvement in the efficiency of 
resource use, such an improvement does not follow from the replacement of an activity set with a lower marginal 
rate of transformation of one set of goods into another by another activity set with a higher rate. It would follow 
if the economy always had full employment of resources, but it does not; hence the two perceptions of efficiency 
are not synonymous. 

This has important implications. It may be efficient for a country to carry on with what appear to be inefficient 
activities. A number of propositions which are argued on grounds of efficiency, e g, loss-making units should 
be weeded out, reservation of items for cottage industries should go, can in fact be criticised precisely on the 
grounds of efficiency, since all of them entail output losses. 

Recognition that ours is not a full-employment economy implies that policy measures have to be scrutinised 
for their short- and long-term effects on output and employment and this may dictate, for the production of any 
good, the use of a combination of production techniques rather than one ‘efficient'technique, a combination of 
activities rather than one 'efficient' activity. 

Planning alone provides the framework within which such assessments can be made. 


I 

^ PARTICULARLY common example of 
nisuse of the concept of efficiency is the 
tatement: ‘the private sectorismoicefncient 
than the public sector*. IftheevidenceofTered 
n support relates to overall profitabiiity of 
he two sectors th«i the baselessness of the 
:laim is obvious. If two sectors producing 
wn-identical commodity vectors and facing 
Hbltraiy prices, ast^jposedto'shadow prices' 
icrived ^m an optimisation exercise, have 
different rates of profit, then this'fact says 
ibsolutely nothing about their respective 
efficient' no matter how the latter is 
defined (unless it is defined to be identical 
vith such empirical profitability in which 
'.ase the proposition is trivial). Even when 
ut compare the two sectors producing 
ippaiently the same commodity, say steei, 
hm are important differences in product- 
nix because of which profitability com- 
Mrisons are no index of relative efftcieiicy. 
n fact such a conqtarisdn between the public 
md the private sectors is exceedingly 
:omplex. A possible way out is to take an 
mgineering notion of efficiency, examining 
he use of some key input per unit of com- 
tarable output, e g, consumption of power 
ter unit of pig iron production. On such a 
xnnpaiison however the public sector does 
tot come out badly at all [Bagchietal 1985]. 

I shall be concerned here, bonwver, not 
vith sudi sectoral comparisons but with the 
ttaciD-level, where the concept of effciency 
commonly tued is equally flawed. One often 
»mes across the view that ‘the Japanese 
iconomy it more efficiem than the Indian 
cononiy’. The proof of this statement is 
upposed to lie in Japan’s superior export 
>oft>nnaDoe. As anexpfanationofthe relive 


export performances of the two countries 
this is a tautdogy reminiscent of the following 
anecdote. When Paul Sam’telson was asked 
why doctors earned so much more than 
sweepers, his reply was that the former’s 
contribution to society was greder than the 
latter’s, and when asked on what basis he 
could assert this his reply was: “look at their 
respectiveeamings”! If rdati ve ‘efiideodes’, 
assessed in terms of relative export 
performaitces, ate used as an explanation of 
the tatter, then we have an ‘explanaiioo’ of 
the same genre. On the other hand relative 
export performances asan indtcalor of relati ve 
efficiencies have nothing to recommend 
them. Like relative profitabilities between 
the public and the private sectors in the 
example above, they have no rationale as an 
index of relative efficieitcies. And it would 
force us into absurd conclusions, e g, that 
colonial India prior to the first world war 
was a shining example of'efficiency' (since 
it witnessed rapid export growth), that it was 
more ’efficient’ than inter-war India (when 
the Depression arrested export growth) and 
so on. 

Fortunately however a direct meaning is 
given to the ctmeept of efficiency in the 
economic literature, namely, if with the 
resource endowments available in an 
economy in any given situation (in the sense 
of being offered by their owners), the output 
obtainable is not in a vectorwise sense larger 
than what is produced, then the situation is 
one of ’efficient' production. Putting it 
diffetendy, if the resource endonmenis of 
an economy are given, then a ‘production 
possibility frontief’can be drawn with respect 
tothoseendowments showing thealteriwlive 
bundles ofmaximal amounts ofcoRuiiodittes' 
that can be produced withihose endowments. 


Any point on this frontier it a point of 
efficiem production. 

It by no meaiu follows.that any point on 
thisfr^eris ‘better’ or ‘socially prtferabie’ 
to a point inside the frontier, i e, that a 
movement from a situation of ‘ineffident 
production’ to a situation of ‘efficient 
production' it necessarily a good thing. 
Welfare economics spent decades looking 
for argutnems that could estaUisb that a 
poim of efficient production, no matter where 
it is located on the frontier, it preferable to 
a point of Inefficient production. But a 
comparison between any two points 
necessarily reqiriresajudgment about income 
distribution.’ It follows then that not only 
can we not compare two points, one inside 
the fromier and one on the fiontia but 
producing vectorwise non comparable 
commodity bundles, without makiiig some 
judgmem about income distributiaii, but we 
cannot even compare two points, one 
involving a larger output (vectorwise) than 
another, without such a Judgment. In other 
words even a move from one point to another 
where (he latter produces more of aO 
commoditiet cannot be defended on wettae 
grounds unless there is a judgment that it 
hat not worsened income dittribulioo.'niw, 
even according to conventional Weltee 
Economics, an improvement in the 
‘efficiency' of prodi^on is not per ae 
desirable. So, all the lalk one hears iheae 
days about the need for improving the 
‘efficiency' of produclion, which saya 
nothing at ail about income di s trib u tion, 
lacks any theoretical ntionale.evenacoaidtai 
to convimtional econo m ies. 

But I shall not be oonoctned about tiiht 
aspect either. My caocen is with tecouoapi 
of ‘efficiency’ iiaelf, not with whellMr ■ 
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move towanb efRctency as conventionally 
defined b a good thing or a bad thing. 

n 

The pfoposilkm thtt a vectorwise increase 
in output from a given endowment of inputs 
constitutes an improvement in productive 
elTiciency is an unexceptionable proposition. 
But it u invariably taken to be. synonymous 
with another quite distinct proposition, which 
can be expressed as follows. 

Consider any actual position of production, 
h is characterised by an activity-set which 
uansfonns a bundle of inpub into a bundle 
of outpuu. One can think of marginal rates 
of transformation/substitution of inpub into 
outpub. of outpub into outputs and of inpub 
into inpub associated with this activity-set 
Now, if there exisu some activity oubide 
of this set whose inclusion at the expense 
of some activity inside the set ‘improves’ 
these rates of transformation/substitution, in 
the senu that one mtm unit of any input 
either gives more extra output in the 
alternative set than currently or saves more 
of some other input than currently, or that 
one more unit of any output necessitates a 
lowerfall in some other output than cu trendy, 
then the use of this alternative set instead 
of the current one entails an improvement 
in efficiency. 

This secc^ proposition can be stated in 
a different way: associated with any activity 
set is a set of implicit prices (whose ratios 
are nothing else but these rates of 
tonsformabon/ substitution we have been 
talking about). If at these prices some other 
activity-set, formed by replacing a current 
activity by an activity ouuide the set, yields 
a profit, then a move to this set represenb 
an improvement of efficiency. 

ThM two propositions, one relating to 
production outcome and the other relating 
to activity choice, which every economics 
student hm been taught over and over again 
to take to be synonymous arc however not 
so. 

The classic case of an activity through 
which the rate of transformation of inpub 
into some output geb enhanced is of course 
trade. The second proposition therefore is 
reflected in staiements such as 'trade is 
efficient production' which occurs in 
Samuelson's textbook on economics or in 
such well known theorems as ‘free trade is 
better dun no trade' or ‘free trade is better 
than restricted trade', 'better' being defined 
in temu of n potential vectorwise improve¬ 
ment in the availability of commodities for 
a given endowment. Ail these propositions 
are bared on the belief that the production 
possibility frontier with trade (i e, treating 
trade tsaniediodof'prododng’lliet ouuide 
that for the no-irade situation (except for a 
point of tngency which denotes actuid post- 
trade production). 


Consequeody dmwgh trade the country 
con move to a situation where the vectorwire 
avaUbilily of goods is larger than in the pro- 
ttadesitaatkm. AndiinceefncieiKylsdef^ 
in terms of an increare in the vectorwiie 
availability of goods, trade -is efficient 
production. (The fact that the actual post- 
trade consumption point may not be 
vectorwise comparable to the pre-trade 
consumption point does raiK some com¬ 
plications but there, not being germane to 
the present aigumem. need not detain us.) 

Alldiese propositions however are wrong. 
And the reason is obvious. In saying that 
with trade we move from a lower to a higher 
'production possibility frontier’ we are 
implicidy assuming uitt trade leaves the 
magnitude of resource use unchanged, i e, 
it does not result in unemptoyment or idle 
capacity. If trade did give rise to 
unemployment or unutilised endowments, 
then even though the (iill-cndowinent-ure 
production pouibility frontier with trade 
would lie ouuide the corresponding frontier 
without trade, the actual point of post-trade 
availability may well be vectorwise inferior 
to the point of pre-trade availability. The 
entire corpus of literature proclaiming trade 
to be efficiency-augmenting implicitly 
assumestherefore that the economy is always 
on (he post-trade availability frontier (or 
what we have called 'production frontier 
with trade'). Not only however is there no 
reason for this assumption to hold, but indeed 
precisely the opposite is (he likely scenario. 
These propositions in other words are based 
on assumptions which, as a rule, do not get 
fulfilled. 

Putting it differently the conclusion about 
the efficiency-augmenting effect of trade is 
derived from an implicit assumption of full 
employment in the post-trade situation. But 
this is never explicitly slated since the whole 
of neo-classical economics is based on a fuU 
employment assumption anyway. In ocher 
words whether we are talking ab^ the pie- 
trade or the post-trade scenario, the 
presumption is that there are sptmtaneous 
forces in the economy keeping the economy 
at full employment; the question then is 
simply comparing the alternative output 
bundles (hat could be obtained from the 
given, fully-employed endowments, throqgh 
alternative activity sets, and the set whore 
output bundle can be improved upon in a 
vectorwise sense must be inefficioiL 
The claimed synonymity of the two 
propositions (hat we mentioned eAlier, one 
defining efficiency improvement in letros of 
a higher butput bundle from given 
endowments and the other defining it In 
terms of a movement to an acti vity set glvi Qg 
a ‘better’ rate of trantformation holds only 
on the aiiumption offiill employmeni. Once 
we drop this asaumptioa as being utteriy 
unreal (we shall diicttu this lack of lealiim 


in greater detail in the next sectk«) the AM 
oonceiitarefflcieacywouldofcainantvlve 
but not the second. And with Ihe coUapre 
of the second concept of efficiency, all 
conventional arguments for trade 
liberalisreion on efflcieiKy grouhds also 
collapte. 

It follows too that on the basis of the first 
definition, which it the only possible 
definition of production efficiency availdile 
in economics, the advanced capitalist 
countries are extraordinarUyineffleiem, with 
Europe having an unemployment rate of 
around 12 per cent, the US about half of that 
(though its official rate is a grou under¬ 
statement), and Japan’s unemptoyment rate 
creeping up. The difretence brtween (he 
developed countries and the pre-structunl 
atljustment underdeveloped countries like 
India lay in the fact they had different types 
of inefficiency, not in the fact that the former 
were efficient while the tatter were not. The 
fact that the former were better entrenched 
in world trade than the latter (if we exclude 
the four east Asian economies) is a fact sia 
generis. One can use some other term to 
characterise it. one can talk in terms of more 
or less ‘export-successfur economies, but 
one should not confuse ‘expott-sucoestfiil- 
ness’ with ‘efficiency'. 

Looking at it differeittly, the only 
meaningful definition of effidency available 
in economics really means the absence of 
two very dissimilar types of 'waste', one, 
recognised by neo-classical economics, 
arising from a wrong activity-set, the other, 
not recognised by neo-classical economics 
but periiaps far more important in practice, 
arising from the forced idleness, or 
invatuntaryiiiiemplyinent.of resources. The 
lack of recognition of this latter phenomenon 
by neo-classical economics would not matter 
if it did not make policy prescriptions based 
on this lack of recognitioa. But because it 
does, a critkpie becomes urgent. 

HI 

The fact that there is no spontaneous 
tendency towards full employment in s 
capitalist economy hardly needs reitertfion; 
and this of course undermines both the 
theoretic structure as well as the policy 
prescriptions of neo-classical economicifand 
hence of the Bretton Woods institutions}. 
But what is not usually recognised is that 
there are two reparsie and simultaneously 
operating reasons (in the sense of output 
bdng the lower of what either of these coo- 
lideraiiont determines) why fullemptoymos 
of reioiuoes is the exception rather ttiM the 
rule under capitalism. Since either of Okk 
would nullify neo-classical conclusions, the 
existence of both of them makes the case 
against such coaclusions far atiooger. 

The first of these is the Keynesian- 
Kaleckian reason. TMs states, to borrow 



Jam Komal't (1979) terminology, that 
ciatdcal capftaliim te a demami-caiutndned 
lyoem. Kdodil.ihoweyer, had gone even 
Aiither he had argued (1943 re|n1med in 
1971 ), with iemarkid>lepicKience,thteeven 
with state intervention through demand 
management, capitalism would still be 
chara^erised by unemploymem becuse of 
(be political opposition of capitalisu to a 
itate of full employment. True, full 
empioytnem would bringtbecapitalists larger 
profits but ‘"diacipline in the factories’ and 
'political Stability’ ate more appreciated by 
business leaders than profiu" (1971; 141); 
“lasting full employment is not at all to their 
liking” since the “woricers would 'get out 
of hand’ and the 'captains of industry’ would 
be anxious to 'teach them alesson”’(pl44). 
Writing in 1971, even before the protracted 
downturn in the advanced capitalist 
economies (which some have identified as 
a Kondratiev downswing) Kalecfci had argued 
that “even contemporary capitalism where 
deep depressions are avoided as a result of 
government intervemion, is in general still 
fairly remote ftom...a state of full utilisation 
of resources. This is best shown by the fact 
that prices of finished goods arc fixed on a 
cost basts ratherthan determinedby demand" 
(p 164). 

’The second reason consists in the fact that, 
even in a world where there is no demand 
constraint, output would still be limited by 
'disproportionality’, of which Ihecommonest 
form in an underdeveloped capitalist 
economy like ours would be the constraint 
imposed on employment by the size of the 
wage goods sector in a situation where the 
teal wage rate is downward inflexible below 
a certain level.’ If the production capacity 
in the wage goods sector and the methods 
of production in that sector as well as 
elsewhere ate given, then the downward- 
inflexible real wage rate makes the maximal 
employment and hence the maximal overall 
output in the economy dependent upon the 
full capacity output of the wage goods sector. 
The actual output in both the wage goods 
and the non-wage goods sectors may well 
be less than this, when thene is a demand 
constraint, but it cannot be higher. Even if 
the demand constraint is overcome, there 
would still be unemployment i n the economy 
and unutilised c^iacity in the non-wage goods 
sector since the constraintupon employment 
and capadty utilisation would arise in such 
a case by the size of the wage goods output. 

Dispropottionality of course need not arise 
exclusively from the size of the wage goods 
sector. Indeed at least two other forms of 
dispropottionality have figured prominently 
in the development literature, the first relating 
tofoieignexcliangeihoitage,and the second, 
which formed the basis of the cetefarated 
Mahalanobls model, to the size of the capital 
'wxli sector. But the dispropottionality 


ansingfloffitbeihottageof foreign exchange 
ita‘derived(Bspropoitioaality',since(breign 
exchange repreaenU comtiu^ over goods 
and its shottage can impose a constraint on 
empioyment and capacity use only via a 
shortage of some p^cuia good. And if, 
in general, goods are assumed to be 
domestically producible (or their domestic 
use restrainable), then the foreign exchange 
constraint simply boils down to otk form 
of capacity constraint (u (he otiwr, whether 
of wage goods, or of capital goods, or of 
intermediate goods [as in the Raj-Sen model 
1961]. Of these the most potent, especially 
in an unreformed agrarian structure, is, as 
Kalecki (1972) emphasised, the wage goods 
constraint. 

I f there is this constraint then the standard 
neo-classical prescriptions such as trade 
tiberalisation could well become counter¬ 
productive. Ifforexatnple wage goods output 
is exported and non-wage goods (e g, 
manufacturing) output is imported in 
exchange, then domestic activity and 
emptoyment shrinks as a result [f^naik 
19%].' Trade, far from being a means of 
augmenting efficiency, actually reduces 
efficiency in the senseof reducing the output 
vector for given endowments (quite distinct 
from its advene income distribiiuon effects 
in this case which would be additional to 
this). 

Looking at it differently, the existence of 
any fixity ofpnce makes output detertnination 
subject to multipliers [Kaldor 1978], Both 
the aggregate demand problem as well as the 
dispropitionality problem arise from fixity 
of prices which disrupts the possibility of 
a Walrasian equilibrium. The aggregate 
demand, or the Keynesian, problem arises, 
as Kaldor had pointed out, because of the 
inflexibility of the interest rate. The 
dispropoftional ity problem that we have been 
talking about arises because of the 
inflexibility of the real wage rate and this 
ntakesoveritiloulput equal to some multiplier 
times the wage goods output. When output 
determination is subject to multipliers, all 
neo-classical propositions about efficiency 
break down and i n fact the prescriptions may 
become counter-productive. And since the 
theory underlying the programmes ad vocated 
by die Breuon Woods institutions is the 
standard neo-classical theory with its 
assumption of full employment of all 
resources, any inflexibility of prices (which 
incidentally has nothing necessarily to do 
with controls over the ‘free’ functioning of 
mark^ since both the inflexibilities we have 
mentioned vise under ’free’ imufcels) and 
its consequence in terms of a multiplier 
determination of output, completely 
undermines the theoretical rationale of these 
prograimnes. 

In discussing dispropoftionality ^>ove I 
assumed, realistically in my view, non- 


shifUUe capital acrou sectors and fixed 
production methods in the ihort-pefiod. It 
nuy be thought that H is these assumptions 
rather than the downward inflexibility of the 
real wage which are responsible for the 
conclusion thte trade libenlisalian. if it leads 
to wage goods export and non-wage goods 
import, would reduce domeaiic employineat 
and output. This however is wrong. Even 
in a neo-classical model of shiftable capital 
and production functions it remains true thte 
if the wage rate reckoned in temis, say, of 
com (but not necessarily exchuivdy spent 
on com) remains downward-mflexible, ibeo 
trade liberalisation resulting in com export 
and non-com import would causeaiedurtkm 
in employment and output in the economy, 
pro vi^ the com sector has a higher capital- 
labour ratio over the relevant range dun the 
non-com sector. This condition which 
appears restrictive at first sight is however 
required if the initial pie-trade ecjuilibrium 
isto be locally stable, andhenceforacoheteni 
neo-classical story in the first place (this is 
true whether or not real wages are flexible).^ 
It follows then that even if a neo-classical 
story is told for a world with inflexible real 
wages, the opening up of trade in such a 
world, involving the export of wage goods, 
must, according to this story itself, result in 
a reduction in output and cmploymenL’ 

It is intriguing that while the existence of 
a ‘floor’ to real wages would be concede d 
by most development economists, inchidiag 
those of neo<lassical persuasion (after all 
Arthur Lewis 1954, us^ this assumption in 
the context of an otherwise neo-classical 
universe and his cciebraed model itifl 
constitutes a staple for developnKnt 
economics), the fact that the consequeiU 
absence of full resource utilisation nudos 
neo-classical policy-prescriptions infrac- 
luous is scarcely perceived by many. 

IV 

Until now 1 have argued that the neo¬ 
classical prescriptions for promoting 
efficiency are based on the aasumption that 
the economy spontaneously achievn (uB 
empioyirtem of all resources and that Iba 
violation of this assumption inneality, owing 
to problems of aggregate demand or of 
disproportionality, makes theMpneaciiptioiia 
not only infructuous. but possibly evaa 
counter-productive. Now I vrish to advape e 
the stronger proposition, nonely, that in tire 
concretecontext of economtealiloeoun neo¬ 
classical cfTiciency-promatioa mfninm. 
whichcometousintheguiKofpreaciilitfcmi 
by the Bretton Woods i ns tHtt U oite, an 
actudly counter-productive, tiw far Bon 

increasing output for given cndowmemtlnr 

have the very opposite effect orsrrispnibn 
of reducing output. The moat lignillrni 
eleoMMsoftheaeptesciiptkiiaretalBtatnNlB 
and financial liberaliation, wWchcxeitate 
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. output-contracting effect through three 
iiioultaneous)yoperatiqgmechani«ns.Firat, 
i there it an enlatgemcnc of the trade deficft, 
^ and hence of the current account deficit, 
owing to impofi liberalisation. This ubecauie 
in some instances foreign goods are cheaper 
given thdr quality, in some instances (e g. 
investment goods) they come together with 
foreign credit which t^es care of financing 
prohlenis, and mote generally because a 
prefere n ce for foreign goods characterises 
the elite in third world societies. It follows 
that even if import liberalisation is 
accompaitied by a domestic consumption 
splurge, the inctease in trade deficit is not 
fully offset for any lengh of time by the 
increaae in autonoiiunis components of 
expenditure, such as government 
expenditure, investment or autonomous 
consumption expenditure. As a result the 
expansion of the trade deficit has a 
contractionary effect on the economy. In 
other words the increase in net imports 
stimulated by import liberalisation entails, 
in part at tease, a shift of demand away fnnn 
some domestically-produced comme^ties, 
and it is this which results in contraction 
treking the form of deindustrialisation. 

On the other hand, the consequent 
expansion of the current account deficit 
requires larger external borrowing on the 
part of the country. In effect therefore the 
^ country borrows fiiom abroad to finance a 
destructioaofitsownindustiy.orundeitakes 
what might be called ‘a debt-Hnanced 
j deindustrialisation’. Debt-financed 
deindustrialiationiswhatc^tBlistcountries 
tried to impose on one another during the 
Great Deprrasion as a part of ‘beggar-my- 
neighbour’ policies (these were usually 
acetmipanted by exchangenttedepreciations 
by the inflicting economies) for sustaining 
iMr own levels of domestic activity. What 
we are witnessing today is a similar 
imposition of debt-financrxl deindustria¬ 
lisation on third world countries by the 
advanced capilaliit economies throu^ the 
conditionalities of the Bretton Woods 
institutions. This is justified in the name of 
achieving efficiency of resource use but it 
results in fact in greater inefficiency of 
resource use since domestic output and 
employnient shrinks and capacity is rendered 
idle. 

The second mechanism has already been 
alluded to. Trade liberalisation results in an 
increase in exports of primary commodities 
whose domestic prices are often held below 
their world pikes (at the prevailing exchange 
iale)inthepre-liberaiisatton period. Enlarged 
^ expotu however come thrdugfa a reduction 
of the dofnesiic availability of wage goods, 

I andthislowenthemaximallnduittialouqwt 
t ooinpatftitewiibagivenreaHlhgertte,giviiig 
I rise to an overall contraction^ the economy 
J evcnintheabtenceofa^aggregaledeinaiid 


oonsttainl. The reduced domestic availabUliy 
of wage goods arises either because mdi 
goods arc direetty exported and their output 
cannot be au^mentedorbecauselandUthM 
devoted to them is shifted to the production 

of exportables and this is not compensated 
by any offsetting increase in their yields. In 
either cate, however, underlying reduced 
domestic availairility is the fact that output 
does not increase sufficiently to compensate 
for the increase in exports, and this results 
from the fact that public investment in 
overheads such as irrigation, power aixl 
extension which it essential for an increaae 
in output in the agricultural sector it not 
stepp^ up appropriately. Indeed the 
liber^isaiion package entails on the contrary 
a curtailment of such investment 
This second mechanism however may 
operate in a somewhat different manner. 
Primary productionfcrexpoit typically tends 
to be to labour-using than the production 
for domestic use which it replaces. As a 
result, trade liberalisation, even when there 
is no expansion in the trade deficit, i eleven 
when the first mechanism mentioned above 
does not operate, gives rise to a lower level 
of employment for this reason. A lower 
employment of this sort of coune need not 
mean a contractionary effect on output. But 
it does because h is associated with a reduction 
in the share ofwages and hence in themaiginal 
(and average) propensity to consume in the 
economy.Trade liberalisation inotherwords, 
through its impact on the composition of 
output, can have exactly the same 
contractionary effect on output as a rise in 
the ‘degree of monopoly' a la Kalecki. The 
initial rerhiction in employment owing to the 
changed composition of output, with export- 
oriented primary production replacing 
production for domestic use, is followed by 
a further retiuction in empiqyineni owing to 
the contractionary consequences of the 
associated thi ft in income shares, even when 
there is no increase in the trade deficit. This 
contractionary effect on output of course 
may be counteracted through larger 
involuntary stock-holding (as in the case of 
foodgrains in India imiil recentiy), but this 
does not n^ate the fact that a shift to primary 
exports following trade liberalisation has a 
contractionary effect via lower employment 
in export productkMi.* 
it follows then that the shift to primary 
exports hu a comiactionaty effect both 
through the denumd side, i e. via lower 
labour-uaeiasuchexpottgoodi(eg,«n;harcls 
and prawn fiiheries), and through the toppiy- 
side. via a reduced domestic avaiUbility of 
wage goods which reduces overall 
employment and output for a givu real 
wage-WeneednotbedctainedbytheqiKStian 
of which of these effects dominaiea, aiace 
both are contractionary; it is worth aotitig 
however that if the demand side effect 


donilnatea then dUproportkmaUty ceases to 
matter and the effect of trade liberaliaatioa 
can be onalyaed in ptnety Keyneslaa lenns: 
trade liberalisation then coillte seen rimply 
as precipitating a contnetion even with no 
increaae in the trade deficit and aggravating 
it if there is such an Increaae. 

The third mechanism operates because of 
financial liberaliaatioa which makes capital 
flows imo and out of the country easy. This 
is done typically in the expectation of 
obtaining larger Arect foreign investment. 
But white DPI inflows remain in general 
meagre (which does not of course pi^ude 
their moving in significant amounts to some 
countries for some time), it exposes the 
domestic economy to the vicissitudes of 
international speculation. Retaining the 
‘confidence’ of international ipeculaton, so 
that‘hot money’does not flow out en masre, 
becomes the obsession of economic policy, 
and the standard response is deflation. 
Deflation is always to the liking of finance 
capital: the inflation rate, which adversely 
affects rentier interests, is kept down, evm 
at the coat of unempioymenKand consequent 
wage reductions); hi^ interest rales which 
accompany deflation ensure for them a high 
rate of return; public enterprises are 'sold 
for a song’ for keeping down the fiscal 
deficit which rentiers can buy up; the credK 
squeeze forces domestic small capitalists to 
sett out to international finance capital; and 
every episode of actutd or threaten^ capital 
flight is foUowedby even larger concessions, 
for the acquisition of mines, of prime 
property, of lands, etc, in order to entice 
finance capital to stay. In the name of 
improving the efficiency of financial markeU, 
supposedly so necessary for drawing DPI, 
the country witnesses a loss of its economic 
soveteigmy, an attenuation of iis political 
independence through a restriction of its 
politicai choices (since the govemm en tnmsi 
always be one that inspires 'confidence' 
among internatioiial financiers), and an attack 
on the economic conditiocu and political 
rights of its working masses (since striker 
and wage increases fri^iten intenutiional 
speculators and can cause a capital flight). 
Mote gerntane to our agumetK however is 
the fact that deflation, a fall-out of the quest 
for efficiency (in the financial sector) leads 
to output contraction, and hence the very 
opposite result of promoting inefficiency, il 
is instructive that even south-east Asian 
countries which appeared to have avoided 
this denouement and combined high growth 
with free capital movemenls (this was not 
the case with east Asia wfai^ had strict 
controls over capital movemeats), ate now 
learning this painful lesson that ftee capital 
movements can.anduitimaidydo,ptedpitate 

deflation and stagnation. 

Ail this talk of output-contiacd n g effects 
of Bretton Woods palicy-preacriptions may 



appev intriguing to an audience in India 
wheie apparently a growth rale of over? per 
cent has been ushered in by these reforms. 
Ho wdo 1 reconcile this fact wit h the argument 
I have been advancing until now? I do not 
wish to go into an empirical examination of 
* the Indian scenario here. Nonetheless I shall 
make a few brief points. 

Let me first go into a few preliminaries. 
There is of course a big question mark over 
the figure of 7 percent. Not only is it arrived 
at after much revision of figutes, but it appears 
to spring from an,unusual dynamism of the 
sm^l industries and the services sectors. 
Both are statistically dubious, and the latter 
is beset by important conceptual problems. 
When we come to sectors of material 
production for which we have firm data, we 
discern a deceleration in agricultural, 
especially foodgrains, production in the 
1990s (and this is true even alter taking into 
account the bumper foodgroin harvest of 
1996-97). And there has clearly been a 
reduction in the per capita availability of 
foodgrains in the post-reform years, whether 
we compare pcak-to-peak orannual averages 
for quinquennia, which suggests that the 
demand-side effects (including on account 
of hikes in issue prices) have been prominent 
in restricting foodgrain offtake (since despite 
deceleration per capita foodgrain output has 
not fallen). A part of the reason for the 
growth deceleration a.s well a.s for the decline 
in availability has no doubt been a shift of 
acreage from foodgrains to exponable.s over 
large Irocu of the country, especially in 
centml and western India where inferior 
cereals have lust out to oilseeds and to soya 
bcanconcemrateforcxpoil[Patnaik,U I996|. 
It is with regard to large-scale industry 
however that the claim of a growth upsurge 
after 1993-94 was most convincingly made. 
But it is here that the reduction in growth 
in the preceding and the current year has 
been most pronounced. In my view, a ri.se 
i n fiscal deficit starting from 1993-94 revi ved 
industrial growth after the contraction of the 
first two years of structural adjustment. And 
this was carried forward by a consumption 
splurge arising from the pent-up demand for 
a variety of hitherto not-availabic 
commodities [Chandrashekhar I996|. What 
we are witnessing now is a petering out of 
these stimuli, so that the overall 
contractionary effects of these policies is 
beconungmore visible. Andthcreisofcourse 
the fact that India still has not seen (be full 
stagnationist impact of liberalisation because 
she has not implemented the liberalisation 
package fully. 

V 

A brief digression is in order here. Much 
ius been written recently about how the 
agricultural sector was discriminated apinst 
underthe old economic regime, and continues 


to be even today, by being denied world 
prices. I would like to offer a few comments 
on this issue which is not without relevance 
to the concept of efficiency. Let me first 
however get rid of certain spurious 
argumems. 

First, there is a view that efficient 
production in an economy requires not the 
equality of absolute prices to world prices 
(at some exchange rate), but the equality of 
relative prices between secton to their relative 
world prices. Now If the relative prices within 
a country are the same as the relative world 
prices there is no reason why the country 
would produce commodities in the right 
magnitudes for meeting their demands 
(indeed this was the basis of Ricardo's trade 
theory). The only way then that demands can 
be met is through trade and if the country 
is open to trade then the absolute prices 
would get equated to the world prices anyway. 

Secondly, there is the view that an 
overvalued exchange rate works against the 
intcrcst.s of the agricultural sector. The 
argument goe.s as follows: an overvalued 
exchange rate discriminates against tradables 
m-a-wr the non-tradablcs. In an economy 
like ours agriculture is the tradable sector 
parrxetUener, hence ourcxchange rate being 
overvalued discriminates apiast agriculture. 
As a matter of fact however agriculture is 
not the only tradable sector: industry too is 
tradable. Hence if overvaluation per se was 
the problem then both sectors would have 
ra.<ion to complain. The basis for complaint 
however lies somewhere else, namely, that 
import restrictions on industrial goods sustain 
this overvalued exchange rate and cause 
industrial prices to be above their world 
prices at the current exchange rate (while 
agricultural prices arc below, though their 
being so is not logically necessary for the 
argument). The important point therefore is 
not whether the exchange rate is overvalued 
or not land in any ca.se in a world of rampant 
speculative capital flows what docs the 'true' 
value ol the exchange rate mean?): it Ls the 
fact that (he domestic terms of trade ore more 
adverse for agriculture than the international 
terms of trade. The spread between the two 
prices is wider domestically than 
internationally and worse for agriculture. 

It is not clear however why this fact itself 
should matter. There can be two possible 
objections to this stale of affairs: one from 
the point of view of ‘efficiency' and the other 
from the point of view of 'fairness'. Tbc 
efficiency orgumentsimply .states that having 
the same relative prices as prevail in the 
world market would make the country shift 
resources to the spheres where it hdk a 
'comparative advantage'. In our context this 
would mean shifting resources from industry 
to agriculture and fulfilling the residual 
demand forindustrial goods through imports 
which are paid for by agricuHural expoits. 


The ‘comparative advanup' argument, as 
is well known, rests on three implicit and 
totally unrealistic assumptioiu, namely, 
constant returns to scale, tlm iiMbility of the 
country to influence iftfld prices, and, the 
irrelevance of lime', (III the sense of the 
reducibility of an iitfCT-temporal optimisation 
exercise into a series of unrelated single- 
period optimisationcxercises). I have argued 
above however that in addition to these 
standard objections to ‘comparative advan¬ 
tage' there is the further point that capiial 
is not shiftable from industry to agriculture 
in tbc short run so that the pursuit of com- 
parat i vc advantap (through trade liberalisa¬ 
tion) simply results in output contraction. 

Bui what can we say about (he long nin? 
Could it be that even though some output 
contraction occurs in the short run throu^ 
the pursuit of comparative advantage, 
nonetheless over a period of time, through 
investment allocations, capital shifts 
appropriately from industry to agriculture? 
TTiis would true if investment allocations 
were governed by relative prices and, more 
pncrally, investment decisions werea matter 
exclusively concerned with prices. But one 
can hardly believe in such fables six decades 
after the General Theory. Investment in the 
agncultural sector in particular, and hence 
the overall rate of growth in this sector is 
crucially dependent on the availabihty of 
complementary inputs which the state alone 
is in a position to make available by 
undertaking public invesunent. No doubt a 
certain minimum rate of return must be 
expected to obtain by agncultural producers 
if they are to respond (^public invesdiwM 
by undertaking investment of (heirown, and 
this surely depends inter alia on relative 
prices, but once this minimum rate of return 
prevails,any furtherimpruve mem of relative 
prices in favour of agriculture does not per 
se stimulate agricultural investment. 
Addiimnal agncultural investment depends 
crucially on public inve^ment in critical 
sectors like irrigaiion. power, etc, and if the 
pnifile of such invest mem does not increase 
then the pursuit of comparative advantage 
(raps (he economy, both in the short tun and 
in the long run. in a lower profile of 
employ mcm and overall output (at the present 
level of abstraction we are ignoring otttpM- 
composition changes within agriculture). 

In short, the theory of compantlve 
advantage is erroneous not only for theihiee 
standard reasons usually memioiied, but alap 
because it assumes capital shiftability and 
malleability in the short run and ignores tbe 
specificities of the investmemftmetiatiatte 
long tun. It follows then (hat the efficiency 
argument for making domestic prices, nod 
hence the spread between them, co rre sp ond 
to world prices, Md their spread, lades aHtik* 

Let me now come to the ‘fnlrawa' 
argument. The 'fairness' argument 
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immediatdy raises thequestion; 'fair' relative 
to whom? Nobody has shown that the surplus 
farmers who would be the direct beneficiaries 
of‘world (Sices' foragticultureafeobtaining 
at the moment an 'unfair' share of national 
income incomparison with the bulk of sodeiy 
which crmsiits of the working masses; and 
even if this were true, the argument would 
only amount to giving them a higher price 
and not necessarily 'world price’. If it is 
argued that the surplus farmers obtain an 
‘unfair’ share in comparison with their 
counterparts elsewhere in the world (which 
might justify invoking ‘world prices’ 
s(»ecirically), then the argument is |>atent]y 
false, since even though our agricultural 
prices may be a few percentage points 
(pertiaps 20 per cent on average) below 
‘world prices’ the wage rates of rural 
workers are way bdow ‘world wages'. There 
can be absolutely no justification, on 
grounds of fairness, for world prices for 
agriculture, or any other commodity for that 
matter, in isolation, when the commodity 
labour-|)owerluisa (Hice way below its world 
(trice. And I find it intriguing that all those 
who argue for ‘world prices' for agriculture 
do not show an iota of cognisance of this 
point. 

What is true is that relative to the urban 
capitalists and their ‘hangers on’ (to use 
Luxembug's phrase) and the personnel 
of the state ^qraratus the share of the rural 
surplus earners may not be ‘fair’. Bui this 
is an argument for r^ucing the share of the 
former, not for increasing the share of the 
latter. This is es{)ecially so because any 
institutionalisation of ‘world prices' for 
agriculture would laisetheshare of the surplus 
farmers not so much at the expense of the 
urban ca{)italists but at the cx()ense of the 
woiking masses. It would entail a rise in 
agriculniraJ prices, including food prices, 
relative to the money wage rate of the uiban 
andtbe luiai workers. In fact it would squeeze 
as much as about 60 per cent of the agriculturc- 
dependent population itself which con¬ 
sists of net buyers of foodgrains on the 
market [Mitra 1977]. True, any reduction 
in the share of the utban caiHlaiists, through 
fiscal means for instance, becomes even 
mote difficult in the era of ‘liberalisation’, 
when the reliance is on private investment, 
including DR flows. But that to my mind 
constitutes one of the strongest arguments 
against ‘liberalisation': it subverts the 
sco(>c for effecting a ‘fair’ distributive 
policy. 

Not only is the argument for ‘world prices’ 
for agriculture without any rationale, not 
only does its ‘rationai ketiKl' amount really 
to an argument against ‘liberalisation’ with 
its regressive distributiofial shift (against the 
workers and in favour of the rentiers, 
tpecuiaton, foreign ctpitaJ and big domestic 
capitalists), but. by this very logic, the 


argument for allowing craiping'paitcra Mils 
away from foodgrains towudsex|iort craps 
becomes untenable. The latter in faa is an 
implicit move towards ‘wtwld prices* for 
agriculture, and the argument against ‘world 
prices’ mentioned above, bolds ipso facto 
against the move to export agricuituie. What 
is more, it undermines food security, and 
makes the country de|)eiidem for its most 
vital necessity on imports which always have 
political stringsattached to them. Restraining 
ctopinng pattern shifts away from foodgrains 
need not entail coercion. But, for it not to 
entail coercion, it is im(>ortant that the 
instrument of relative prices should be 
available to domestic policy-makers, which 
in turn requires control over foreign trade, 
j e, a reversal of the process of trade 
liberalisation. 

VI 

Let roe pull together the threads of the 
argument. While there would not be much 
disagreement over the vie w that a vectorwisc 
larger output for given endowments would 
constitute an improvement in the efficiency 
of resource use, such an improvement does 
not follow from the replacement of an acti¬ 
vity set with a lower marginal rate of 
transformation of one set of goods into 
another by another activity set with a higher 
rate. It would follow if the economy always 
had full employment of resources, but it do« 
not; hence the two perceptions of effutency 
are not synonymous. Neo-classical 
economists often forget this elementary fact 
with tragic consequeiKes. Thus in Russia, 
GDP was made lo fall by a third, enormous 
amounts of capital stock built up with the 
sacrifices of generations were destroyed, 
millions thrown out of work, (Kiverty 
which was banished during the Soviet era 


brought bade with a veag ea nce, and the 
mortality rate made to cHmb to a level where 
the pi^atlon Itielf started decUnhig. all In 
the name of achieving effleioncy of reaouice 
use! 

When an activity involving a lower rate 
of transftrnnation is substituted by an act! vity 
involving a higher rate, the former releases 
some resources, i e, some equi(nnent and 
labour engaged in the former become kUe. 
The latter however does not necessarily 
absorb them, Concretely,if the latter act! vity 
is foreign trade, i e, if domestic tranribrmatioQ 
is substitutedby foreign transformation, then, 
unless the output of the sector now engaged 
in exporting was demand-constrained to start 
with, we find necessarily an actual coiUiactian 
of resource employment md of overall output. 
But if the latter activity is not extenial trade 
but one domestic process replacing another, 
e g, machine-ma^ goods replacing hand¬ 
made goods, the magnitude of resource 
employment necessarily falls while the 
overall output may or may not fall. If the 
replacement does not cause any deficiency 
of aggregate demand through arisein profit- 
share, and the ca(Htal-output ratios of the two 
activities are identical, thm the overall output 
need not decline (see Hicks (1973) discussion 
on the ‘classical traverse’). 

In the short run therefore the quest for 
efficiency necessarily causes resource 
unemployment without raising overall 
out|iut; indeed overall output is in man) 
cases lower. The belief entertained, however, 
is that this would be more than made up in 
the long run through ap{)ropriaie investment 
behaviour, so that the out|)ut profile would 
overtake what would have obtained 
otherwise. But thisbelief, which even Ricardo 
entertained in his discussion on machinery, 
does not reckon with the sfwciflcities of 
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capitalisu’ invoftment behaviour. Since 
higher profit! do not neceuaiiiy lead to 
higher inveitment, neither the resource 
empk^inent profile nor the output profile 
necessarily rites above what would 
otherwise have obtained in the absence of 
activity neptacemenl. Indeed in the of 
trade liberalisation accompanied by 
restrictions on public investment both pro¬ 
files would be lower than would have been 
the case. 

This has importam implications. It may 
be efficient for a country to carry on with 
what appear to be inefficient activities. A 
number of propositions which are argued on 
-jrounds of efficiency, eg, loss-making units 
should beclosed down, 'obsolete' technology 
should be weeded out, reservation of items 
for cottage industries should go, can in fact 
be criticised precisely on the grounds of 
efficiency, since all of them entail output 
losses. In short, recognition that ours is nor 
a full-employment economy implies that 
policy measures have to be scrutinised for 
their short- and long-term effects on output 
and employment profiles and this may dictate, 
fur the production of any good, the use of 
acombinatkmof production techniques rather 
than one ‘efficient’ technique, a combination 
ofactivifiesiathcrthanone ‘efficient’activity. 
Planning alone provides the framework 
within which such assessments can he made. 
Bui the scope for meaninglul planning has 
in be created first by halting and reversing 
the rush towaids libei^isation that iscuirently 
(Kcuriing. 

Notes 

[Thii is the text of my Kama Ranadive Memorial 
Lecture delivered at the University of Bombay 
on September 23, 1997. I had first met Kanin 
Ranadive in the early 1970s when she was a 
visiting professor at the University of Cambndge 
where I was a junior member of the Economics 
Faculty. Since, like almost everyone else of my 
jenetution, t had read her pioneering paper on 
income Dislribuliun and had used it in my own 
duscttaiion, I iinick up an acquaintance with her, 
Over the years as wc met from lime to lime, 
somciimci at seminars (including once at JNU) 
ind occasiotudly at meetings of economists to 
iiicuM coiUemporary economic policy issuer, 
ihis acquain t ance developed on my part into a 
leep and aflectionate admiration. She had great 
:a>unige of oonviciioti, consistency of position, 
>nd commitment to the welfaicof die pe^e. She 
Mcd her knowledge of economics not for petty 
Ktional advancement but as a weapon in the 
struggle for buildiitf a just and humane society. 

I believe that for ail of ua in this country, who 
■re in dui profession, she, like my late coUeague 
Krishna Bliaradwiti, *hu> an alumnus of Bombay 
^nivetaity, leimiia a role model, 
i^fiiet was nottworthy about Kama Rtnadive’s 
work wai ihM ahe combined ponkmaie social 
:ommitiBent with strict analytical rigour. 
Jnfortgnalely, rifonr of the kind she cmphniied 
' lather tare Iheie dqtt. Ooncepta which have 


to be handkd with giCM care ate bandied about 
inesponaibly. it would I felt not be in ep proptUne 
on my pari th e r efore in this peper in homsge to 
Kama Ranadive to dwell on iMi issue and to 
illustnUe it with lelkience to the concept of 
efficiency whicli is widely misased.] 

1 This was the coneiuiion of Unle (I9S0) and 
Craaf (1957). For a survey of the liseiatoie, 
see Oobb (1969). 

2 Tbit form of dispcportkmaliiy has been much' 
discuseed in the Indian coritexl. Sec Bose 
(1989), Pauiiik (1972); several papers of this 
genie are collected together in Rashit (1989) 
and Patnaik (1995). 

3 This would necessarily be the case in the single 
period. What happens over time to the profile 
of output and employmem in the economy 
would depend on whmher the savings ratio in 
the economy rises as a result of deindus¬ 
trialisation, i e, whether the savings generated 
per unit of agricultural income exceed those 
per unit of industiiaf income. (This is on the 
Bssumpliem that there is no aggregate demand 
constraint). 

4 I am grateful ID my research studemMaruumi 
Das for demonstrating this rigorously in the 
context of a two-sector neo-cUssical model 
with fixed real wages. 

5 Some have attempted en alternative neo¬ 
classical story, more faithful to the coalexl 
of an underdeveloped economy, which 
would nonetheless demonstrate the 
benefits of trade liberalisation. Imagine two 
sectors A and B, characterised by fixed and 
flexible wages, respectively. They produce 
different goods, each has a poduclion function, 
and both capital and labour are iMnabie across 
sectors. The relative price of A in temis of 
numeraire B is given; it is the lelsiive world 
price suppicmeiued by a tariff on A. Trade 
serves to remove discrepancies between 
demetid and output vectois. Equilibrium is 
characterised by full emptoymeiH and equal 
rales of profit. Liberalisation in the form of 
a lower tariff is beneficial because it raises die 
wage rote in B 

This model however is not logically tenable. 
Equilibrium may require importing B and 
exporting A. Since this is not possible, as A't 
domestic price is higher than ill world price, 
Che economy perforce would be saddled with 
unemployment. This would be a case of 
disproportkmalny with A as the constraining 
sector, and would only underscore the merit 
of Kaldor's proposition that in a fix-price 
world some i^tiplier detenninei the overall 
output. 

6 At a recent meeting attended by Kisan Sabba 
activists in Delhi where I. happened to be 
present, several activisis belonging to difletem 
slates in the country dwelt on the fact of 
employnient contraction owing to the lUfl to 
export agriculture. 

7 Herein lies the basic difference between 
working clau and rentier oppositions to 
■nfiation. The fanner it an oppotilioii to ptoAt 
Inflation (i e. a rise in prices in lenm of the 
wage uott), which demandt • ledticiiim in 
inflation thro*^ a icductiQB in (poet-lax) 
profii-inaigina. cepeciaUy of the nMnopoly 


sector, die tanerb an opporitian to any lumiiiiil 
hicreaic in pticea (even when dieee it t rise 
/Mriposw in money wages and prices), which 
invariably leada to a redactian in inflarion 
through unempioynicnt wWioul impiuging on 
(poft-taa) profit-maigins. gfpecially of Oe 
monopoly sector. This dbii^on it often 
sought to be blurred in a diaitigeaiioua manner. 
For example, one of the myths propng al ed by 
the Bretton Woods intdtuiim b that laflatioo- 
control at emphasised by them would benefit 
the poor. But their theory does not reoo g n iae 
profit-inflation; and their policiet teefc to 
control inflation at the expenae of the wage- 
urncfv. 

8 This issue is discussed in Patnaik (1996a). 
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Biodiversity, Intellectual Property Rights, 
and GATT Agreement 

How to Address the Conflicts? 

Ashish Kothari 
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This paper examines the impact of Intellectual Property Rights (IPR) on biodiversity in general and specifically 
on the objectives of the Convention on Biological Diversity (CBD). It also addresses the broader issue of the 
relationship between the GATT/WTO Agreement and the CBD. It then reflects on the choices available to ensure 
that the objectives of the CBD are not undermined. 


DECISION 11/12 of the Second Conference 
of the Parties' to the Convention on 
Biological Diversity iCBD), requested the 
CBD Secretariat to; 

- undertake a preliminary study which 
analyses the impact of intellectual property 
rights (IPR) systems on the conservation 
and sustainable use of ttiological diversity 
and the equitable sharing of bene fits den ved 
from its use; 

- base with the Secretariat of the World 
Trade Organisation (WTO) to inform it of 
the goals and the ongoing work of the CBD; 

- invite the Secretarial of the WTO to assist 
in preparing a paper for the Conference of 
Parties (COP) that identifies the synergies 
and relationship between the objectives of 
the CBD and the TRIPS agreement. 

The decisions at the Third Conference nt 
Parties carry forward the concerns reflected 
at COP2 on the inter-linkages between IPR 
issues and trade liberalisation on the one hand, 
and the objectives of the CBD on ibe other: 

- Decision L 18 of the Third Conference 
of Parties' draws attention to the need for 
conducting case studies of the impacts of 
IPRs on the achicvemeni of the CBD’s 
objectives, including relationships between 
IPRs and the and the knowledge, practices 
and innovations of indigenous and local 
communities relevant to the conservation 
and sustainable use of biodi versity. 1 1 further 
recognises the need for work required to 
help develop a common appreciation of the 
relationship between IPR.s and the TRIPS 
agreement and the CBD. in particular on 
technology transfer and on the three-fold 
objectives of the CBD. vi/. conservation 
and sustainable use ot biodiversity and the 
equitable sharing of benefits arising from 
such use. 

- Decisiiin L 12 further stales that the WTO 
through the Committee on Trade and 
Environment r CTE), should consider a better 
apprccialion of the relationship between 
trade and agricultural biodiversity, and 
collaborate with the CBD.' 

- Decision L 8 emphasises on the need 
for co-operation between the CBD pro¬ 


cess and the WTO with regard to the 
inter-linkages between Article 15 on access 
to genetic resources and the TRIPS 
agreement.* 

Thispaper has been prepared in view of 
these decisions. It examines the impact of 
IPR on biodiversity in general and 
specincally on the objectives of the CBD. 
It also addresses the broader issue of the 
relationship between the GATT/WTO 
agreement and the CBD. It then reflects on 
the choices available to ensure that the 
objectives of the CBD are not undermined. 
Though the larger is.suc of relationship and 
potential conflicts between theCATT-WTO 
agreement as a whole and the CBD, has not 
been addressed in the COP.1 decisions, wc 
feel it is an equally important aspect that 
requires detailed analysis. 

This paper is in the nature of aprcliminary 
study. The purpose i.s to generate debate and 
discussion on the issues raised. Wc look 
forward to conimenis and enlicism, as well 
as further information which elucidates the 
impact of IPRs and the GATT mechanism 
on biodiversity. 

IsTH.iiiiTijAi PRow^arv Ric.hts AND CBD 

IPRs. as the term .suggests, arc meant to 
be nghts to thoughts, ideas, and infoimalion. 
especially regarding new inventions and 
processes. The manner in which they are 
sought to be realised is by enabling an 
inventor to exclude imitators from the 
market for a specified time. The effect of 
IPRs therefore i.s monopoly over com¬ 
mercial exploitation The staled purpose of 
such rights is to stimulate industrial 
innovation, by offering higher returns 
(profits) than the market would normally 
offer. In its practical application thetlforc. 
the effect of IPRs is the commodification 
ot its subject matter. Copyrights, patents, 
and trademarks are commonly known 
IPRs. While such IPRs are several centuries 
old, their extension to living beings and 
related lechnologie.s is a recent pheno¬ 
menon, and one which has evoked 
considerable controversy. 


IPRs on biological resources and related 
technologies/ knowledge are justified much 
as industrial invention IPRs are; that they 
stimulate innovation by giving recognition 
and rewards to inventors, that they encourage 
investments in research, and that they make 
possible the eventual di.sclosure and 
dissemination of related knowledge. 
Whether or not these goals are met is 
however debatable, for the evidence that the 
lure of private profits is the only or even 
the must effective motivation for innovation 
is by no means conclusive. For instance, the 
development of hundred.^ of thousands of 
varieties of rice by farmers in Asia, through 
selection, on-farm breeding and cross¬ 
breeding, had little to do with private 
monetary profit; at another level, the public 
sector seed breeding agencies in many 
countries (for example, the Indian 
Agncultunil Research liutilutc) have done 
considerable work motivated by the spirit 
of public welfare. A recent study evaluating 
the Plant Patents Act (PPA) of the US 
concludes that the act has neither helped 
breeding a.s a profession nor stimulated 
species, genetic or even market diversi¬ 
fication.' Moreover, even if it i.s true that 
in an incrca.singly monetised world, 
personal profits are a powerful incentive. 
IPRs on life forms have serious ethical, 
social, economic, and ecological impli¬ 
cations which need to be addressed. 

For the purposes of our discussion, it 
would be useful to keep in view the three¬ 
fold objective.s of the CBD. viz, (I) 
conservation ofbiodiversity, (2) sustainable 
use of its components, biological diversity 
and the equitable sharing of the benefits 
derived from its use. Our coniemion is that 
IPRs would have impacts on each of these 
objectives. An examination of these impoct.s 
is necessary to determine whether current 
IPR systems run counter to the objectives 
of the CBD, and thereby invoice Article 
16(5) of the CBD, At the outset we would 
like to point out that this paper does not seek 
to outright dismiss the notion of IPRi. The 
case we are trying to make, however, is that 


whatever the logic behind the notion of 
IPRt, lU extension to biological divmity 
would have some very serious implications. 
While there have been no conclusive studies 
in this regard, there are strong indications 
about the possible effects of IPR systems. 
Our case is that these have to be tahen 
seriously. 

(a) Ethical Implications 

The ethic of conservation is a fundamental 
objective of any treaty dealing with the 
environment. The CBD recognises the 
intrinsic value of biological diversity and 
its importance for evolution and for 
maintaining life sustaining systems of the 
)iosphere.‘ Biological diversity is deHned 
indn the CBD as the variability among 
ivingorganisms from all sources.’Although 
t does not explicitly recognise the notion 
jf the right to life for all living beings, it 
»n be said that the overall concern of the 
2BD with biological diversity indicates that 
C accepts that notion. It is here that there 
irises a fundamental conflict between the 
concept of IPRs and the objective of the 
ZBD to conserve oiological diversity as a 
whole keeping in view its intrinsic worth. 
IPRs indicates a move towards the notion 
>f‘might is right’. It raises the basic question: 
Do we as a species have the right lo claim 
ownership over other species/ taxu: even 
more stark, does any one individual human 
being have the right to claim private 
monopolistic ownership over entire other 
species/tax.i’’ However inventive scientists 
ire in engineering a new strain ot hacicna 
ar a new vanety of plant or animat, the 
:ssential elements with which they arc 
working - the building blocks of life, and 
life itself - are not created by them; nor, 
unlike industrial inventions, is the replication 
.if the life form essentially dependent on 
here scientists. 

For the majority of the world's 
uvilisations, especially indigenous and 
traditional ones, where oneness with nature 
las been a part of their philosophy, and to 
in extent even daily practice, establishing 
uopeny rights over living beings is an 
ilien concept. What is also alien to them is 
.0 treat a part of life as a commodity to 
>e commercially exploited. If could he 
argued that all notions of private property 
violate these sensibilities loo. In the 
nieresis of a focused discussion on IPRs 
done, it will not be possible fur us to delve 
nto that broader issue in this article 
However, we would like to point out that 
he existence of the notion of private property 
:annot restrict the questioning of in<s over 
ife forms, which we feel are perhaps the 
aJtimate violation of the sensibilities 
sxpretaed above. 

Serious ethical issues arise even more 
itarkly in the case of attempts to patent 
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human genetic material or information, 
which has arisen as a logical extension of 
the whole process of claiming ownerthip 
over life forms. The US commerce 
department was the pioneer in this field 
when it sought a patent on the human cell 
line of a woman from the Guyami Indian 
tribe of Panama which was potentially 
looked upon as useful in medic^ research. 
Although human genetic material falls 
outside the purview of the CBD, it is 
important to keep this in view a.s part the 
process of commodiricalion of life. From 
the ethical point of view a number of 
uncomfortable questions arise which have 
not been given due consideration As 
Kloppenburg asks: “Seeing our own species 
as a commodity, can we fail to see everyihi ng 
else in the same way'.' And if the commodity 
value is low, does that justify the 
disappearance of that bird, tribe or micro¬ 
organism?"* 

Commodification and the accompanying 
assignment of monetary value over life 
forms, undermines the CBD's ethical 
approach towards conscrvaiiun. which is 
ba.scdon theintnnsir valucof all components 
of biological diversity. 

(b) Imiilicalinns fur BtoluKical Diversti\ 

The emerging IPR regimes have senous 
implications for bnxliversily. both wild and 
domesticated. There may he no direct impact 
on wild plants and animals, provided these 
remain outside the purview of IPRs. 
However, there could be severe indirect 
cffeci.s in the form ol increased exports of 
natural resources for the purpose of debt 
repayments. Debt repayment is a major 
cause of environmental and social 
destruction in southern countries. This is 
exemplified by the fact of increased expnns 
of natural resources from developing 
countnes to meet the obligations of deN 
repayment. In the last few decades, attempts 
to repay debts by tropical countries have 
consisted of exponing natural resources in 
their raw form (timber, fish and other marine 
life, medicinal planu, orchids, etc), or in the 
form of various processed products (agro- 
products, bird feather goods, medicines, 
etc) More often than not, considerable 
ovcr-cxptoilaiion of natural resources, 
including hiixlivcrsity. is the result Added 
lo the outflow of cash in the form of debt 
repayments would he the royalty payments 
arising from IPRs It is feared that the 
imposiii<>n of IPR regimc.s over life forms 
and related knowledge, on third world 
economies, would significantly increa.se debt 
repaymems. 

In the case of doniesticaicd biodiversity, 
the impacts are both dirvct and indirect. 
.Seed companies look for ihe three 
charactenslics of distinctiveness, unifor¬ 
mity and subiliiy. which are essential 
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legal requirementt for asserting the claim 
for PBRs. An Inherem outcome of this 
would be that repeated cycles of selection 
would reduce the level of variation within 
a plant population As pointed out in the 
recent FAO Draft Report on State of the 
World’s Plant Genetic Resources, breeders* 
tendency to find new genetic material 
within their own breeding lines leads to 
depiendence on an even narrower elite 
germplasm base for crop impruvemcnt." 
This can directly lead to widespread plant 
disease epidemics.'” 

Fanners may also be forced to adopt Ihe 
homogeneous and genetically nanow base 
of modern agriculture, and be unable to 
innovate on even Ihe seeds or livestock they 
buy. Companies will want to maximise their 
profits, since patenting is an expensive 
process, and will therefore opt tor as widely 
adapted varieties as pos.sible. In such 
situations, there would be lossof indigenous 
crop and livestock diversity. On the other 
hand, n could be argued chat fanners may 
al.so be induced i nto re vi vmg and innovating 
on iradiiiunal diversity, as a means of 
reducing dependence on economically- 
cnppling patented varieties. But for a large 
number of fanners who arc deeply enmeshed 
in Ihe market economy, dependent on 
governments and markets fur their inputs 
and sales, such escape routes may prove 
extremely difficult. It is more likely chat 
seed companies would be able to displace 
a wide diversity of traditional local varieties 
by promoting a handful of hybrids and 
homogeneous modern varieties, often 
through governmental agnculniral extension 
services.'' The development of new vaneties 
by the formal seed industry, even if spurred 
by IPR-generated incentives, would in no 
way compensate the toss of diversity of 
local farmers' vaneties. Such a process has 
already charactensed the iitiroduction of 
new technologies such as the green re¬ 
volution in the troptcal rountnes. and would 
be greaily enhanced by the IPR leginies. 

Of course, a complex web of practices 
and policies, and not IPR systems alone, are 
responsible for the loss of agncultural 
diversity. IPR systems would have the role 
of compounding this effect' the incentives 
they provide would increase the thrust 
towards commcrcialisaiion of agriculture, 
oncnied more towards industnes and expoats 
rather than towards domestic and primary 
consumpuon Such a thrust is inevitably 
accompanied by Ihe bomogenisaiion of crop 
varieties, since agro-industries and capon 
markets prefer standardised producu. This' 
would have senous iraplictuiont for agro- 
ecosystem uahilily and sustainability. 

Promotion of monocultures has very 
obvious negaiivc implications for 
hiodivetsily. In this context a question rahed 
by India at the meeting ol the Comnuliee 
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provision shall be reviewed four yean after 
the entry into force of this Agreement." 

The apparent flexibility of this clause 
may be largely illusory. Two major points 
have been raised by a number of critics. 
First, that it forces on countries the 
patentability of micro-organisms and 
microbiological processes, leaving very little 
scope for a nitiun which may nut want to 
patent any life forms. It is important to 
realise here that the term.s "micro¬ 
organisms” and "microbiological processes" 
have been recently extended to include the 
genetically modified mouse patented by 
Harvard, as mentioned above.’' The 
European Patent Oflice, interpreting Article 
53(b) of the European Patent Convention, 
which is similar in structure to Article 27(31 
of TRIPS, ruled that the patentability bar 
does nut cover microbiological processes or 
the products thereof. To quote from the 
judgement; “...the general principle ot 
patentability under Article 52 (I) of the EPC 
is restored for inventions involving 
microbiological processes and the products 
of such processes. Consequently, patents 
are grantablc for animals produced by a 
microbiological process."^' 

This case rai.ses concerns regarding the 
interpretation of Article 27(3) of TRIPS; 
what would a patent claim over a plant or 
animal genetically modified through a 
microbiological process be treated as? One 
possible argument could be that unlike the 
EPC.TRIPS refers only to "microbiological 
processes", and not to "products thereof. 
Hence the first pan of Article 27(3) could 
be imerpreicd to cover all plants and animals, 
whether or not they arc produced through 
a microbiological process. 

Secondly, there has been a great deal of 
debate to interpret the meaning of the term 
sui generis, in the ca.se of plant varieties. 
Does it mean there is a possibility of actually 
arriving at a nun-monopolistic model of 
protection fur plant varieties, which 
recognises the informal innovations of 
farming communities and provides 
incentives for the same, hut does not 
necessarily grant exclusive property nghts? 
The fact that some form of protection is 
mandated under 27(3) means that the 
question is more of whose protection and 
whose monopoly. A scheme that allows for 
free flow may not. therefore, qualify as sui 
generis form of protection. 

Further, the concept of Plant Breeders 
Rights under I'POV (as discussed above), 
is being put forward as the model for such 
sui generis protection PBRs. it has been 
noted above, ate also another form of iPRs 
which provide monopoly powers to the right 
holder and would have similar consequences 
as patents fot biological diversity and for 
local communities dependent on biological 
diversity. Article 27(3) does not lay down 


the parameters for the sui generis protection, 
apart from qualifying it by the ambiguous 
term "effective”. This could mean that any 
sui generis system proposed will be open to 
review by the WTO, to decide whether or 
not this is elTcciive. The whole provision on 
plant varieties is to be reviewed in 1999. There 
is also the fear that if countries like India 
continue to disallow IPRs on plant varieties, 
the US and other industrialised nations could 
use their cknit to push them to change. Such 
pressure tactics have already been used 
unilaterally by the US under Section 301 of 
itsTrade and Competitiveness Act of 1988.^ 
One is tempted to argue that every state 
has the liberty to arrive at its own provisions 
for sui genens system to deal with plant 
varietie.s. And that this provides for the 
space to develop upon measures that could 
take the form of rewards and subsidies to 
rarmers to follow agricultural practices that 
enhance agricultural diversity, but be based 
on a model of free exchange of seeds, with 
nobody having any exclusive monopoly. 
Such a free exchange system could also 
establish a rights .svstem which is defensive, 
by ensuring access to anyone provided it 
is not u.sed for monopolistic purposes, it is 
doubtful, however, whether such a system 
of free flow could quality as sui generis for 
the purposes of the TRIPS agreement, as 
has been argued above. Another suggestion 
would then be to re-definc the locus where 
the monopoly is vested, from the corporate 
plant breedertu the local communities. There 
have been suggestions fur forms of 
protection such as Community Intellectual 
Rights.-’’undTraditional Resource Rights, '* 
which would take into account thcecological 
concerns of conserving biological diversity, 
as well as the concerns of equity in 
recognising the role and contnbution of 
local and indigenous communities. 

Ornea Aspects or GATT-WTO 
AGRGhMhIST V/5-A-VK CBD 

Apart from introducing u uniform 
intellectual property rights regime, the 
GATT Agreement contains several other 
aspects, which have a bearing on 
biodi versity. and would affeet the objccti ves 
of the CBD. 

* One thrust appears to be to free the 
agricultural sector from most forms of 
controls and interventions by governments. 
A direct impact of this could be the easier 
entry of powerfu i multinational agribusiness 
corporations into third world couj^tnes, 
corporations which would be able to push 
their crop and livestock varieties onto the 
farmer. The implications of this have been 
discussed earl ter in the context of IPRs. The 
same would be rcicvani in terms of 
implications for the farmer due to entry of 
multinational seed corporations into agri¬ 
business. Also equally (roubtesome are the 


potential Impact* of induitrialiaed 
agriculture for biodivenity. in the form of 
genetically uniform monoculture* and 
masaive dose* of chemicals which would 
in turn have long-term impacts on soil 
fertility and productivity. 

* Another change sought is the lowering of 
subsidiesgi ven to various agricultural inputs. 
On the one hand, this could have the impact 
ol reducing the spread of modem agriculture 
(especially if fertiliser subsidies are re¬ 
moved), and spur a revival of organic farm¬ 
ing methods. However, positive incentives 
including subsidies may need to be given 
to help farmers switch to organic and high- 
di versity agriculture; under GATT, the pos¬ 
sibility of such incentives could be reduced. 
At best, the result on biodiversity of a cut in 
agricultural subsidies would be mixed. 

* Article XI of the GATTcurtail.s the ability 
of countries to restrict exports of products 
except through duties, taxes, or other such 
charges. This could have potentially negative 
environmental consequences, since 
countries would find it difftcult to enforce 
policies rc.stricting exports of natural 
resources, includingperhapseven threatened 
species of wildlife. Regulation of access to 
genetic resources in fulfilment of Article 15 
of the CBD. could also be unilermined by 
the GATT-hased argument that it is an 
unreasonable irade harrier, 

* Government support for producers of 
agncultural products has been essential in 
most developing countrie.s to off sei 
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compedtloii from HibitdiBcd wodd iiuvket 
priCM. The Uniguy RouikUUR) on Agri¬ 
culture call! on GATT memben to reduce 
their fpeodiog, direct and indirect, for 
domestic farm programmes. However, the 
US and the European Union continue to use 
export subsidies to maintain their position 
in world markets. In effect, therefore, the 
Uruguay Round on Agriculture enables 
agribusineH to continue to enjoy exten- 
.si ve export subsidies while farmers* supports 
are slashed.^ The impact of these on local 
and indigenous communities is self-evident. 

Theoretically it may be possible to argue 
that if adverse environmental impacts are 
felt, a country may be able to resort to the 
Article XX exceptions, (particularly 
Article XX, clauses (b).'" (g),'*) under 
GATT. However, this may he easier said 
than done. Firstly, Article XX does not 
mention “environment" as a reason for provi¬ 
ding for substantive exceptions to an obli¬ 
gation under GATT. In the absence of this. 
It is open to interpretation .Secondly, in a 
situation which is increasingly biased toward 
the economic stakeholders, (he concerns of 
ihe environment often get obscured. 

Space Under CBD: Arucle 16(5) and 
Arthu- 22 

Article I6(S) of (he CBO mandates the 
('ontracting Parties to co-operate to ensure 
that IPRs are .supportive of and do not run 
counter to the objectives of the CBD. The 
caveat to this pro vision is “subject to national 
legislation and international law". This 
creates some kind of ambiguity about what 
IS to prevail over what. Are the objectives 
of the CBD paramount? C an non-compliance 
with IPR obligations be jusiified if they 
cannot be supportive of the objectives of 
the CBD? The weakness of the provision 
IS enhaiK'ed in view of the fact that the 
Contracting Parties arc only obliged to “co¬ 
operate"; there is no affirmative assenion 
as to the substantive obligation in this 
regard. It may however be argued that 
Article 16(5) is further strengthened by 
Article 22, which provides that the CBD 
"shall not affect the rights and obligations 
n) any Contracting Party den ving from any 
existing international agreement, except 
where (he exerasc of (hose nghts and obliga¬ 
tions would cause a serious damage or threat 
to biological diversity." Both together 
provide a strong case focCBD to prevail over 
the obligations under any other agreement. 

Article 22 is ahigbly interesting provision 
whose effectiveness would depend upon 
■nierpretation of the phrase “scriousdamage 
or threat to biological diversity". To justify 
non-compliance with a GATT obligation 
hftaute of Ihe adverse impacts on biodiver¬ 
sity. may be a difncult task, because mote 
often (hu not, these adverse impacts are in 
the nature of “possible effects". There may 


not be hard scientific data to substantiate 
the same. While the environmental law 
regime has confronted this issue of lack of 
scientiHc certainty by means of new princi¬ 
ples such as Ihe “precautionary principle", 
the trade and economic regimes show no 
signs of being inclined towards the same. 

A Precaulionary Approach? 

The essence of the precautionary approach 
is embodied in Principle IS of the Rio 
Declaration which provides (hat; "Where 
there are threats of serious or irreversible 
damage, lack of full scientific certainty shall 
not be used as a reason for postponing cost 
effective measures to prevent environmcffl 
degradation". The Preamble to the CBD 
also recognises this when it states that “where 
there is a threat of significant reduction or 
loss of biodiversity, lack of full scientific 
certainty shall not be used as a reason for 
postponing measures to avoid or minimise 
such threats." The threshold terms for 
application of the precautionary approach 
in the context of the CBD would have to 
he based on “threat of significant reduction 
or loss of biodiversity”. The efteciivencss 
of the precautionary approach would depend 
on how this is interpreted. What is the 
threshold for “serious or irreversible 
damage" or fur "significant” reduction or 
loss, and who will determine this? There has 
been some discus.sion of this pniK'iple in 
Ihe coniext of climate change.'' but h is yet 
to be given serious consideration in the 
context of the CBD. The effect of this 
principle in the context of (he CBD wciuld 
essentially be as follow.s. 

(a) assessment of the potential impacts of 
an IPR regime or a GATT obligauon must be 
rarriedout before, and not after such measures 
arc undertaken This, m any case, is a basic 
pnncipleof environmem impaci assessment. 

(b) the burden of establishing (hat no real 
threat exists to ihc objeciivcs of the CBD 
should lie wiin the Party alleging that another 
Party has violated (jATT norms. 

But again, il is ditlicult to say how the 
trade regime under GATT would react to 
these kind of arguments It is always casj 
toin.sisi ihaieach issue ought lobe examined 
in a harmonious manner in the context of 
alt related developments, i e* trade cannot 
be divorced trom environmental arguments. 
Ihe IPR regime cannot be divorced trom the 
issue of nghts of the fanners and liKal 
communities; and so on But these arguments 
based on how things "ought to be" may tend 
to be mere rheiom' in the absence of some 
kind of certainty about what is to prevail 
over what, and who should decide the same 

CmiKTston Made 

In view of the above discussion, and the 
mandate of the COP decisions refened to 
at the beginning of this paper, a number of 


issues arise which need to be addressed 
immediately: 

* To begin with, case studies referred to in 
COP3's Decision L. 18 should soon be 
initiated to examine the potential conflicu 
between IPRs and the objectives of the* 
CBD." Such studies need to specifically 
focus on the following propositions: 

- Patents on life forms should not be made 
compulsory. 

- Article27 of the TRIPS shouJdbc modified, 
at or before the formal review in 1990. to 
allow for exemptions on all life forms 
including micro-organisms. 

- The concept of sui generis under Article 
27(3) of t)ie TRIPS should be clarified to 
allow for development of alternative non- 
monopolislic IPRs. 

* Studies also need to be initiated to 
understand iheimpact of trade liberalisation 
for agricultural biodiversity, keeping in view 
the impacts for agro-di versiiy, as well as for 
local communilies. 

* The general proposition (hal the provisions 
of the CBD should prevail over the GATT 
agreement where (he principles of 
conservation, sustainable use and the sharing 
of benefits arising from the use of 
biodiversity arc in question, needs to be 
examined carefully. For this purpose there 
has to be a clari fication as to how to imerprcl 
Article 16(5) and Arucle 22 of ihc CBD. 
The precautionary approach should be 
adopted in inierpreting serious damage or 
threat to biological diversity 

* Both national and international actions 
taken as a follow-up to the GATT provisions, 
including the TRIPS agreement, should be 
monitored vis-a-vts Ihc impacts of such 
developmenisun the ohjeciivesof iheCBD 

* To facilitate the realisation ul objectives 
of Ihc CBD. such as 1 hal of equitable benefit 
shoring.the cxisiing IPR modelunder TRIPS 
should mandatorily specify that tMims ol 
disclosure pertaining to ai> IPR application 
should reveal the country oi origin and the 
community w hich provided ihe knowledge 
about the resources pertaining to the 
patentable subject matter," as well as proof 
of consent of such coumry and community 
of origin, in other w ords, the applicant mutt 
satisfy the requirement that the provinoM 
of ihe CBD have been fulfilled. 

* Article XXot ihcCiATTagreemenlahoiild 
he amended to specifically include coocema 
relating to biological diversity. The pre¬ 
cautionary approach should again be npfilied 
here to a.ssess threat to biological divenity. 
The COPs till now have avoided confronting 
the issue of conflicts between the CBD on 
the one hand, and the GATT agreement and 
(he IPR regime on the other. The CBD 
Sccrctanat' s papers on this subject have not 
squarely taken up (he analysis, choosing 
instead to liKnis on the potential synetgtet 
between (he two regimes. The potential of 
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case studies, if thoroughly carried out. is 
to provide a concrete basis for the CBD to 
adopt a more pro-active approach. Whether 
the neat CX)P will I ivc up to that expectation 
remains to be seen. 
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Uruguay Round and Global Food Security 

M H SmyaiMnyaBa 

The article deals with the salient features of the Uruguay Round of GATT and their impiications for global 
•od security. The various provisions and exemptions provided for in the Uruguay Round leave enough scope 
r distorted markets to persist and hence the expected macro gains may not materialise. The article argues, 
'th reference to empirical studies on Asia and Africa, that questions relating to food insecurity can be dealt 
’ effective targeted efforts ensuring food security at the regional as well as household levels. 


I 

Introduction 

tERAL Agreement on Tariffs and 
ie (GATT), along with the World Bank 
international Monetary Fund, is one of 
three institutions founded in 1947 to 
note peace, equality and progress in the 
Id. GATT seeks to promote international 
i by removing trade barriers. This is 
uise international trade is highly distor- 
due to tariff and non-tariff measures. 

result, market pnces do not reHcct 
:omparative advantages ot countncs. 

1 leads to inefficient utilisation of 
urccs and hence, loss of efficiency, 
/th and welfare. Such distortions prevail 
respect to the agricultural sector also.' 
UruguayRound(LIR)GATT agreement 
s to reform international trade by 
essing some of the distortions in the 
nillural sector. 

K factors motivating distortions with 
ect to the agricultural sector differ 
een the developing and developed 
itries. Developed countries like the US 
.tHKemed with income parity between 
tricultural and non-agncultural sectors 
hence, subsidise the former.^ The farm 
xs of the developed countries are .small 
evels of income in the remaining sectors 
igh; hence, the rest of the economy can 
the cost of farm income policies, 
doping countries, on the other hand, are 
ind large concerned with extracting 
lus fnim the turm sector to finance their 
ilopmenl pnigrammes and hence, lax it. 
Jdition, they are subject to Balance of 
nents (BoP) constraints. Therefore, they 
to achieve self-sufriciency in foodgrains. 
low tax base and the need to keep urban 
prices low lead to unfavourable prices 
jricultural products. This in turn reduces 
production, necessitating food imports, 
lad. if prices are kept high, this will lead 
twth and generate employment for the 
, but only in the long run. In the short 
there will be more hunger for the market 
ndent poor. One solution forthis problem 
d be food subsidy for the poor. It is 
sely for these reasons that the developing 
trio pursue a plethora of food and 
niltitnl policies of low output prices, 
ysubsidiied input prices, and subsidised 
grain distribution for the poor. 


sometimes, for the entire population. Ail 
such policies result in distort^ prices and 
incentives resulting in loss of efficiency and 
welfare to the society. 

But. the UR agreement is formulated 
largely within the framework of agricultural 
policies of the developed countries. This 
raises questions about tlieir implications for 
growth, distribution arxi food security for 
the developing countries for the following 
reasons. The distortions and constraims in 
the developing countnes are altogether 
different. Food security is not a mere 
economic question. It refers to both economic 
and physical access to foodgrains sufficient 
to enable an active and healthy life. It has 
macro and micro aspects. Macro dimension 
may be assessed in terms of per capita 
foodgratn production or degree of self- 
sufficiency given by the propoitianof impoiu 
in domestic availability, or relative 
movements in nominal per capita income 
and foodgrain prices.' At the micro ievei. 
the question may be examined in terms of 
distributional parameters of both foodgrain 
availability and income across households 
and sectors. Most important, food security 
measured in terms of physical and economic 
access by itself does not guarantee nutrition 
security as it involves issues regarding 
consumer choice also. It is quite possible that 
with improvement in both physical and 
economic accesses people may pursue variety 
by diversifying the consumption bundle 
which need not necessarily lead to 
improvement in nutrition as observed in 
IndialSuryanarayana l99Sal. But nutrition 
security is important from the poim of view 
of a productive labour force and economic 
growth. This study addresses some of these 
issues particularly from the point of view of 
the developing countries. 

The paper isorganised alongthe following 
lines. Section 11 deals with the major 
provisions of UR GATT and their 
implications for food security. Section III 
discusses the likely results of liberalisation 
as obtained in someof the computable general 
equilibrium (CXjE) models. Section IV 
examines the current international scenario 
on food security, with special focus on Asia 
and Africa, the two main regions of 
contemporary world hunger. Next section 
discusses some of the issues pertaining to 
India and concludes the paper. 


II 

UR GATT and Implications 
for Food Security 

The emphasis of the UR is on multilateral 
trade liberalisation by promoting market 
access, reducing aggregate measure of 
support (AMS) and export competition. 
Towards promoting market access, the UR 
calls for comprehensive tarifricatkm by 
converting agricultural trade barriers' into 
lanffs involving, inter alia, rcplacemem of 
quantitative restrictions by bound duties' 
and gradual reduction in levels of current 
tariffs within a specified time frame.' For 
instance, develop«) countries are supposed 
to reduce new bound tariffs by at least IS 
percent and tariffs by 36 per cent on asimple 
average in six years (1^5-20001: the cor¬ 
responding reductions for developing 
countries being 10 and 24 per cem on a 
simpleaveragem l0ycars(IWS-2004}and 
the least developed countnes like Bangladesh, 
Bhutan and Nepal ate exempt from this 
requirement Further, the agreement calls 
for minimum access commitments (at least 
3-S per cent ol domestic cunsumphon) in 
products where imports are banned or rettne- 
led. Countries should provide forimninium 
access at reduced lanlf levels for those 
products where the current market access is 
less than 3 per cent of domestic coasuaipIkMl. 
However, countnes like India which have 
imposed quantitative restrictions on imports 
for BoP consideraiions can continue with 
them dunng the period of impiemenution 
of the UR accord. Even for those countries 
which are not bound by the BoP consinim. 
this rule requires only that the country con¬ 
cerned should permit imports at low levels 
ofiariff. In (his respect, developing countnes 
like India need not fear flood of domestic 
nurkels by imports since domestic prices of 
must of the agricultural items except that of 
edible oils are less than ihe world prices and 
hence imports anr noi pner competitive, in 
case there is some dumping, the UR permitt 
imposition of special addttional tariffs to 
deter such dumping. A mkjor advantage of 
this lanfficaiion measure is the gain in 
inuisparency in import pioieciion 

The UR envisages a reduction in what is 
called the Aggregate Measure of Support 
(AMS). AMS is obtained as the sura of 
anmial total value ot market price support, 
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nofi-cxempt dtnEci payments and any other 
subsidy which is not exempt from reduction 
commilmcni. The developing countries arc 
permitted to have AMS up to 10 per cent 
of the value of agricultural output. In case 
the AMS exceeds 10 per cent of the total 
value of agricultural output, a developed 
country has to reduce it by 20 percent while 
adcvciopingcuumryby l3.Jpcrccniduring 
the implementation period. General 
government services like research, plant 
protection, extension and provision of 
infrasuiiciure are excluded from the need for 
reduction commitment for ull countries. As 
regards the developing countries, investment 
subsidies and input subsidic.s available to 
low income and rcsoun'c poor farmers are 
also exempt from reduction commitments. 
Estimates tor India show that aggregate 
I product specific plus non-product specific) 
AMS fur 17 produci.s were about I-) Rs 196 
billion, that is. (-) 22.5 per cent of value 
of agricultural output during 1986-87 to 
1988-89 (Gulati and Sharma 1994], The 
AMS turns out to be negative for India 
because administered prices of all the agri¬ 
cultural products except sugarcane are below 
their inicmaiional IcvcI.s. In contrast, the 
farm sector m the developed counines enjoy 
positive AMS ranging from 72 per cent in 
Japan to 26 per cent in the US (Gulati and 
Sharma 1994|. A rcduciion in AMS in the 
developed countries will have its impact on 
international trade and pnee regime. How 
significant will he this impact i.s a moot 
question since the reference years for AMS 
calculations arc 1986-88. years of low 
world prices foragncultural products which 
implies high expenditure on domestic farm 
support. Therefore, given the recent spurts 
in world prices, the UR provisions may not 
involve any reduction in current levels of 
support. 

Another UR provision is with respect to 
subsidies to promute export competition. 
These include direct subsidies or aid by the 
government or any other agency, any 
payment in kind and subsidies for reducing 
the costs of marketing.' The agreement 
requires a reduci ion in direct export subsidies 
by 36 per cent and the volume ol such 
exports by 21 per cent during a penod of 
SIX years in the case of developed countries; 
the corresponding reductions being 24 and 
14 per cent, respectively, during a period of 
10 years for the developing countries. As a 
result, the share of .subsidised exports in 
world trade is likely to decline. Estimates 
show thui the decline in subsidised exports 
at a share ot world trade would be signilicani 
for wheat, dairy products like milk powder, 
butler, prniltry. and beef and veal; the 
corresponding reductions ore 15.4,20.17.5, 
9.3 and ItJt per cent, respectively (Ingco 
1995].* It may appear that such reductions 
would promote market access of the 
developing countries and to that extent an 
improvement in (heir economic growth and 


hence, economic access to foodgraim. But 
the permissible volumeof subsidised exports 
conti nue to be substantial ranging from over 
40 million tons for wheat. 20 million tons 
for coarse grains to one million tons to 
vegcuble oils. This means the scope for 
international trade distortion is still 
considerable. 

The UR leaves out some of the distortioru 
prevailing in the developing countries like 
implicit taxes on agriculture through higher 
protection to industry, admirastcred domestic 
commodity prices at levels below world 
prices and explicit taxes on commodity 
exports. Yet, the cumulative effect of the 
provisions mentioned above would be a 
much more liberalised international trade, 
increased world price levels and exports 
for countries like India which have a 
comparative advantage in many agro 
products. However, the various exemptions 
permitted by the Round would dilute these 
policy measures. For instance, for some 
countries trade agreements under Ihc old 
quota system are deemed to meet the mini- 
mumacccssrcquirement.’irsa, the minimum 
access provision will not open up new markets 
and world trade will ex pand only marginally. 

The implications of these provisions for 
food security depend upon the extent to 
which these provisions promote growth, 
income distribution and domestic availability 
of foodgrains (see next section). The UR 
agreement recognises food secuniy as a 
legitimate non-iradc concern and contain.s 
provisions with a direct bearing on food 
security. They are those imposing constraints 
on the safety-nets like the public distribution 
system (PDS); 

(i) Public stockholding for food security 
purposes. 

Expcndiiurctor revenue foregone) inrelaiion 
to the accumulation and holding of stock.<: 
of products which form an integral part of 
a food .security programme identified in 
national legislation. This may include 
go veromen aid to private storage of products 
as a pan of such a programme. 

The volume and accumulation of such 
stocks shall correspond to predetermined 
targets related solely to food security. The 
process of stock accumulation and disposal 


shall be financially transpareiH. F 
purchases by the government shall be ft 
at current market prices and sales ftom i 
security stocl^s shall be made si no less 
the current domestic market price for 
product amt quality in quesliM. 

(ii) Domestic food aid. 
Expenditurc(orrevemicfaRgone)inrelB 
to ttie provision of domestic food aid to 
sections of the population in need. 

Eligibility to receive the food aid shal 
subject to clearly defined criteria relate 
nutritional objectives. Such aid shall t 
the form of direct provisloa of food to tli 
concerned or the provisionof means tool 
eligible rccipienixio buy food either at nia: 
or at subsidised prices. Food putchaiet 
the govcmmeni shall be made at cun 
market prices and the financing ; 
administration of the aid shall be transpa 
IGATT 1994; 33j. 

However, the text of the Final Act ptovi 
for some exceptions with regard to 
developing counirie.s in footnotes. They i 

(i) Goveniniental stockholdingprogrami 
for food security purposes in dcvelo|; 
counuics whose operation is transparent 
conducted in accordance with offich 
published objective criteria or guideti 
shall be considered to be in conformity v 
the provisions of this paragraph, includ 
programmes under which stocks 
foodsiulfs for loud security purposes 
acquired and released at udminisie^prn 
provided that the difference between 
acquisition price and the external refere 
price is accounted tor in the AMS. 

(ii) The provision of foodstuffs at subtidi 
prices with the objective of meeting fi 
requirements of urban and rural poor 
developing countries on regular basil 
reasonable puces shall be considered tc 
in cuntormiiy with the provisions of i 
paragraph [GATT 1994: 381. 

These two exemplioas provided for by 
Final Act would imply that the PDS wo 
continue in operate without any advc 
impficaiions lor the poor. Its implications 
the PDS us It operates today would be 
need for overhauling the system 
minimising Ihc leakages to the non-poor i 
targeting only to the poor. This would i 
for identi ficati on of target groups and regii 
and their degree of food insecurity. 


Taxle I: MiiAsimcs ofUNDEBN ummuN andCaumie Siim.Y. WoRLU Keckins. Around 1990 


Region 

Number 

Under¬ 

nourished 

(million) 

Percentage of 
Population 
Under¬ 
nourished 

a 

Daily 

Per Capiw 
Calorie 
Supply 

Percentage Daily Calc 
of Calories Supply a 

Obtained PereenUgc 

from Vegelidtie Requireme 
Produeii 

Sub-.Sa)uran Africa 

168 

.13 

22.50 

93.4 

93.7 

Middle East 

31 

12 

1018 

90,6 

119.7 

South Asia 

.528 

18 

221.5 

92.9 

98.7 

Far East 



2638 

79.3 

II3.I 

Latin America 

59 

13 

2699 

82.5 

tlS.3 

Europe/FSU 

. 

- 

3422 

69.1 

132.6 

North Ametica/Occania 

. 

. 

3586 

69.1 

136.2 

World 

786 

15 

2697 

84.3 

112.7 


NiHr: All figum refer to I98S-90. 
Stmrt e: Dyson (1993: .36). 
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Liberaliiatiao und Ita Implkatkwu 
for Food Security 

Macro Measures 

The implicMiora for Food security of (he 
UR provisions may be examined from a 
macro as well as micro penpeciive. At (he 
macro level, ajgregale measures like GDP 
growth, loudgrainoutput, relative pnees and 
relative price movements of wage foods may 
be examined and quantiFied using a CGE 
model. There ate some results obtained from 
such artalyses. Of course, some of these 
studies were done much before the UR 
enactment. Still some of their fitKlings ate 
imporatant and have long-term relevance. 
Hence, we present their important results 
below. 

To begin with, the results obtained from 
the Mo^l of International Relations in 
Agriculture (MOIRA) by Linnemann cr al 
(1979) are u.s follows: (i) Earth has enough 
capacity to feed the world population of the 
21st century: (ii)Percapita food production 
is and would be sulTicicnt to feed the world 
population. The question of food insecurity 
would exist only due to skewed income 
distribution both between and within nations; 
(tii) Stable and reasonably high world prices 
along with food and other aid would help 
in fighting hunger in the world. 

Another major study is that based on the 
Basic Linked System (BLS) developed by 
Food and Agricultural Programme of 
International Institute of Applied Systems 
Analysis, Vienna along withCmue for Worid 
Pood Studies (SOW) in Amsterdam [Fischer 
et al 1988: Patikh el al 19881. The BLS 
consists of 18 national models, two models 
of regions, vir, Europican Community and 
Council for Mutual Economic Assistance 
(CMEA) and 15 simpler .models of groups 
ofcountries. It is based on general equilibrium 
approiKh consisting of models having 
empirically estimated parameters. The 
.modelsdistinguishagricultural commodities 
and consider a variety of policy instruments 
like tariffs, trade quotas, taxes, transfers and 
stock operations. These studies donoicmploy 
the concept of liberalisation in the same 
sense as the UR. By agricultural trade 
liberalisation, (hey refer to removal of border 
distortions. These distortions include tariff 
equivalents (positive or negative), quotas, 
and subsidies for domestic transport of 
exports. Other distortions through subsidies 
or taxes on factor or input prices, production 
quotas, consumer sut»idies of many kinds, 
etc. are not considered. The results of the 
BLS studies ore as follows: 

1 Significanl reductions in poverty would not 
be possible with the present set of natiorml 
andimernationalpolicieseveflwithsuMiuned 
growth. Consklenble sections of the world 
population would remain exposed to food 
insecurity at the end of the presem century. 

2 Alternative options are available but would 


achieve goab of food security at a heavy 
coat. 

3 More liberal agricultural trade polkiei by 
develepcd countries by themselves would 
not make any material difference to the 
hunger problemintbedevetopiiigcountnes. 
In fact, it may even worsen the problem. 

4 Liberal policiei by developing countries 
may reduce hunger marginally but will hurt 
the economies of some of those developing 
countries exporting agricultural products. 

3 Increased aid by the developed countries to 
help the devel^ing countries to carry out 
redisirihutiveprogramscaneradicatchunger 
by tfac end of (be century. Such aid flowi 
will not he a net toss for developed countries 
if acemnpanied by libcralisatioa of trade in 
agriculture, which would generate adequate 
gains for the developed cuunines. 

The results, in general, show favourable 
outcomes for many developing countries. 
Agricultural production increases in many 
countries:consumersarebeiteroffand world 
hunger decreases. But percentage gains are 
small because only agricultural trade is 
liberalised which is only a small part of the 
global economy. Thaihuid would lose due 
to adverse terms of trade. For India, terms 
of trade would (j) improve when OECD or 
all market economies liberalise: and (ii) 
deterioraie initially but improve marginally 
when only developing countries liberalise. 
Thus, the results vary depending upon 
whether a subset, which subset or all the 
market economies liberate. Gains for the 
poor ore modest. Efficiency gains are small. 

Paiikh et al (1995) examines the question 
for (he case of autonomous liberalisation for 
India. In this study, liberalisation means 
only removal of price distortions; other 
distortionsduc to restriciionson movements, 
storage, etc, are not considered here. Trade 
liberalisation leads to acceleration of 
economic growth in the medium term by (i) 
increasing efficiency in resource allocation 
between agriculture and non-agriculture and 
within agriculture: and (ii) increasing real 
investment, whose impact is considmably 
I arger than that of i mprovemeiu i n effic iency 
due to favourable terms of trade. GDP 
increases by 4.S per cent and agncultural 
GDP by 4 per cent seven years after 
liberalisation, that is, in 2000. Agricultural 
liberalisation leads to a growth of I per cent 
in agricultural GDP by the year 2()00: the 
increase will be 4 percent if non-agncultural 
sector is liberalised. Agricultural liberali¬ 
sation increases output of all foodgram.s 
except coarse cereals, if non-agriculture is 
also liberalised even coarae cereal grains 
output will increase. Agricultural prices 
increase. If India increases its rice exports, 
it will result in a fall in world market price 
of rice. Agricultural liberalisation /x>r se 
leads to poverty reduction m the rural and 
urban areas. If agricultural input subsidies 
are withdrawn, i( would aggravate rural 
poverty unless compensatory policies like 
in veitmeni in irrigation or targeted subsidies 


like Employment Guarantee Scheme or 
Jawohw Rozgar Yogna are pursued. 

The Food and Agriculturai OrganisMion 
(FAO) has made a quantiotive astessmeiu 
of the UR GATT for major agricuRuial 
markets using a World Food Mode) (FAO 
1995]. The model covers all commodiiies 
in (he cereals/Uvestock/oilseeds categories 
which are disaggregated into 147 individual 
countries or country groups. The model 
considers tariff andexport subsidy reductions 
but not reduction in AMS which are not 
product specific. The assessment of the UR 
provisions is made by comparing outcomes 
in 2000 with and without (he provisions. 
Some of the important and relevaru results 
are as follows; 

1 As a result of UR provisions ahme prices 
of major food commodities would increase 
from nil tor oilmcal proteins. 7 per cent fui 
nee. wheal, other grains and milk to 10 per 
cent for sheep meal and pig meal, 

2 Price instability would be reduced. This 
result is nut conclusive since the modet does 
nui consider iwo major siiucuiral parameten. 
viz, (i) changes in the location of productioa 
- whetlier it is from high cost but stable 
producing area to a low cost but unstable 
area or vice versa - resulting from die UR; 
and (it) level and ownership of stocks - 
public slocks H'CHild decline os provided for 
by (he provision fur reducing die AMS and 
hence total slocks too would decline, 
augmenting vanabiliiy in pnees {Greenfield 
et al 1996). 

3 FOudgrain availability in (he developing 
countries would increase in 2000; the 
increase would havetakcnplaceevenwthoui 
die UR 

4 Food deficit of all developing countries 
would still increase with or without UR. 

5 Food import bill of developing countries 
would increase by nearly US S 25 billioa 
of which IS per cent I US S3 6 billion) would 

Tabu 2' Vabiabiutv nr Wn«to Craw PaocfSS 
AND PXODWTION. 19.^8-78 

Cram Peivcnlage Coeffictetn 


of Van all oo* 



1958-68 

1968-78 

Pnee (constant dollars) 

Wheal* 

13.7 

289 

Rice' 


368 

Maize'* 

8.2 

18.7 

Production (tons) 

Wheat 

69 

5.1 

Rice 

t 7 

2.8 

Maize 

46 

44 

All groim 

3 7 

2.5 


Sme. a The cuefTicientot variation is defined 


as ihe siandard deviaoon of (x,-x,>lx, 
whcie X, are anmoi price or producMa 
observations and x, aie the respective 
liend values. 

b US No I. Sot) Red winier. Ailanhc 
ponptKc 

c Thai S pet cent broken, milled 
Bangkok nec 

d US No 2. Yellow. Calf pwt price 
Simnr: World Bank 1 19K(ib). 
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be due |o bigbcr world prices lesulting Tnun 
tbe UR proviskHis. The food import bill of 
low income food-derick counti^ would 
increese by US $ 10 billion: tome 14 per 
cent of this increasedue lo the price increaies 
of UR provisions. 

6 The agricultural trade balance of the 
developing countnes would improve by US 
S 1.9 billion by 2000: about 40 percent (US 
S 0.8 billion) of this increase would be 
thanks to UR. However, the gains would be 
shared unequally acrossdevelopingcouniries 
depending upon their capacity to respond to 
new opportunities. 

Thus, even the CXjE model results do not 
paint a rosy picture, not to speak of the harsh 
realitiesinvdidating the various neoilasMcai 
premises of the GATT proposals. Further, 
the results are from CGE models which 
cannot lake into account many institutional 
and bdiavioural parameters and constraints. 
For instance, it is now well known that 
income growth by itself cannot ensure 
nutrition security because consumers pursue 
variety in consumption. Whataretberealities 
which raise questions regarding the validity 
of the neoclassical premises underlying the 
GATT diagnosis? 

(1) A few countries, primarily the 
developed ones, dominate (he maiket on 
both demand and supply sides. The 
neoclassical premise that the world market 
it one of perfect competition does not hold 
in reality. 

Even ifthenon-tariffbaiTiers were removed 
successfully thanks to UR, the world 
foodgrarn market is nowhere near perfect 
competiiion. The small country assumption 
it not valid. Fbr instance, from the point of 
view of India, her shares i n world production 
of many agricultural items arc high and the 
world trade in these commodities is only 
quite small. During 1970-74, US, Canada 
and Australia accounted for 75 per cent of 
wheat, 68 per cent of barley and 58 percent 
of oats exports. The US and Canada supplied 
31 per cem of total rye exports; US alone 
accounted for 68 per cent of the maize, 58 
per cent of sorghum and 25 per cent of 
exports. Only Burma. Cambodia. Thailand 
and Argentina were the exporters among the 
developing countries [L^ys 1977]. On the 
demand side, Japan and EEC among the 
developed ctMntnes, India, Pakistan, Brazil 
and United Arab Republic among the 
developing countries provided market for 
whetk. But thedeveloped countries accounted 
for mote than 85 per cent of the market for 
wheat and more than 80 per cent that of 
coarse pains. Thus, the world market for 
foot^rains was laigely dominated by a few 
countries. When it comes to actual business 
innsactiom, goveroment agencies or their 
agents partk-ipate and take decisions, which 
are quite often influenced by political 
decisions. For example, in the US where 
private companies handle grain exports, 
export It mitatioiif were imposed by politfcal 


decisitms as it happened for soybeans and 
oilseeds during July-September 1973. Even 
in this respect the industry it not anywhere 
near perfect competition. In the US during 
the early 1970s. a small number of export 
firmsus^ to handlebulfcof the exports. Rve 
major export firms accoumed for 85 percent 
of the US grain exports [Thurston et al 
1976]. In 1986 (Margin Inc, had sales wonh 
32.3 billion and accounted for a share of 25 
per cent of the world grain trade fThomas 
et al I994|. Thus the maikets are largely 
oligopolistic in nature. 

(2) The extent of liberalisation and the 
realised reduction in agricultural protection 
may be substantially less than the expected 
levels. In many African countries, the tariffs 
are bound at prohibitive levels ranging from 
100 to 300 per cent [Sorsa 1996]. Instead 
of reducing (he distortion, the UR GATT 
measures may end up worsening them since 
the provision calls for a reduction in only 
aggregate tarifT, which can be achieved by 
any combination of disproportionate 
reductions across items. 

(3) International grain transactions and 
movements were severely restricted by trade 
barriers which included fixed import duties, 
variable import levies, fixed import quotas 
and percentage import quotas. This had 
insulated internal foodgrain markets against 
the impacts ofehanges in foot^rai n reduction 
not only in that country but also elsewhere. 
The empirically estimated CGE models are 
based on data generated by such policy 
regimes and do not comspond to the ideal 
one depicted by the neoclassical theories. 
Given (hat econometric estimates are 
estimates of data generating processes, the 
extent to which the cconomeuicall y esti mated 
CGE models can reflect and generate the 
results envisaged by thenerclassical theories 
is not clear. 


(4) Improved maricet acceti may lenlt in 
a situation where the poor and small 
cultivators of the developing countries may 
not be able to compete with foreign npplien 
and hence may kue not only in tenns of 
market shares but also in terms of price 
margins. To that extent, it may immiiierite 
the poor farmen and retkice their economic 
access tofoodgrains. Increasing international 
market exposure hat also its adverse 
implications for nutrition security resulting 
from perverse consumer choices. As found 
for India [Suryanarayana 1995a], with 
increasing market ex posure.theconsuDiptiaa 
patterns of all the decile groups of population 
both in the rural and in the uiban areas have 
undergone diversification across non- 
nutritious food items in spite of the fact that 
their calorie intakes are largely below the 
normative threshold limits. 

(5) The food security of the poor would 
be affected most adversely by (he likely 
increases in foodgrain prices and instability 
in these prices. Increases in relative prices 
of foodgrains would impoverish the poor 
and worsen their food insecurity (Boyce and 
Ravallion 1991; De Janvry and Subbarao 
1986; Ghiara 1996]. As studies (see fbr 
instance Nayyar and Sen I994:Tyagi 1990] 
have shown, instabilities in w^d prices 
ha ve been much higlier than those in domestic 
prices in India. Mellor (1988) also finds 
marked increases in fluctuations in food- 
grain production as well as prices during 
the last few decades. World Bank estimates 
for 1958-78 show an increase in the 
'volatility' of grain prices even when the 
instability in grain production had declined 
(Table 2). It should be noted that poverty 
levels, hence, economic access to food- 
grains, are quite sensitive to fluctuation in 
foodgrain prices [Mellor and Desai 1985; 
Ravallion 1987], 


Tasle i -. Avesage Pescentaoc OirnutuTiQN or Total Cuwal Ceseal An> Rows in 1989-90 
AND 1990-91, niOM Makw Donom TO RETinENT Regions 


Recipient regions 



Major donors 

• 


US 

EC 


Japan 

Others 

Total 

Sub-Saharan Africa 

9 

10 

2 

1 

4 

26 

Middle East 

19 

5 

2 

0 

1 

27 

South Asia 

9 

4 

5 

1 

4 

23 

Far East 

1 

1 

I 

1 

1 

3 

Latin America 

IS 

1 

1 

0 

0 

IS 

Unspeciried 

0 

0 

0 

0 

0 

1 

Total 

54 

21 

11 

4 

10 

100 


Notes: (a) Zero entries sonwOmes cover smsil volumes of donatiom and columns may not ohvsyi 
sum exactly due to rounding. , 

(b) Totslcerealsidvolumesinl989-Wasid 1990-91 sccordingtotbcsouiceiuscdhereweiv 
10 and 12 millioa tons. The latter flgiiie include appsoximsiely 1.3 millioa tests donated 
to Poland. Ronuuiia and Bulgaria (largely from the US) which have been excluded in the 
above colculatiom. As dsewhero nuniben shown should be r egar ded at broadly 
indicaiive rather than exacL 

(c> The‘Others’category mainly teflectirioiiatioiia by Argentina, Australia, Saudi Arabia, 
several non-EC EufD|inn countrici, plus UN Werid Food Prognmune pur e h ar es . 

(d) Triangular aid (i e, aiiete the donor pays for thiptneiits to a iccipieat eomMiy, (iam s 
third country) it not generally practit^ by the US. But in 19S91iacc(Mmiednapeclively 
for 32. 7. 54 and 17 per ceai ofihc dooaiiatis of the BC, Coaade. Japen and Othen. 

Semrets: FAOfvarieat feast) Food Aid m Ftgares, Rome: Dyaon (1993: p43) 
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(6) With tedactkm in expon Nibiidies ind 
AMS, ibodgnin price* are li k«ly to increaie. 
How far this would promote domestic 
foodgrain producthw is a moot questkm. An 
incmase in absolute prices by itself will not 
promoleaggrogategrowth since theaggregate 
price elasticities of supply are small 
[Binswangerand Klumdker 1993], Aggregate 
supply is mote a function of infrastructure 
variables than anything else. Hence, only 
foodgrain composition may change in 
response to changes in relative prices. 

(7) Even though exports of agro-products 
in whicb the developing countries have soiik 
coinparative advantages would increase, it 
it not certain how sustainable would such 
primary export-led growth. Evidence shows 
that primary export has little impact on the 
non-export sector and its impact on GDP 
growth is only confined to the extent of its 
share in the COP (Posu 1996; Syron and 
Walsh 1968]. 

Thus, in sum, UR by itself may not result 
in sufTident growth to ensure fo^ security 
for all. At the micro level, the issues are 
much more complex and would call for 
direct, and targeted as required by the 
agreement, intervention by the government. 

IV 

Global Food Security: Current 
Scenario 

A mqjor feature of the global food security 
sceiuuio is that marked imbalances exist 
acrou regions. For instance, in 198S-86 
there was global surplus in cereal production 
of 92 million metric tons; of which the 
developed countries had a surplus of 182 
million metric tons while the centrally 
planned and developing countries had deficits 
of31 and S9 million metrictons respectively 
[Helmuth 1989; 6]. As per Worid Bank 
estimates, the incidence of chronic 
malnutrition was anywhere between 340 
million and 730million people in 1980. This 
estimate does not cover China for watM of 
data. About iwo-lhirdsoftheundernourished 
livedin south Asia aiKtafinh in Sub-Saharan 
Africa. Thus about four-nfths of the 
undernourished lived in low income countries 
rWorid Bank 1986b: I). Table I provides 
a profile of food insecurity across mqjor 
regions of the world for a recent year. It 
shows that the problem has remained largely 
unchanged. This emphasises that in any 
contemponry policy discussion on food 
security, iruyor focus will have to be on Sub- 
Saharan Africa and South Asia. 

The cause* of food insecurity vary across 
countries. In countries like India, the poor 
are lugely net buyers of food. In such 
^ntries what matter most are factors like 
increasing domestic supplies and stabilising 
prices at reasonable lei^t. In countries like 
Bangladetb, iiuyority of the poor ate net 
sdim of food. Food security for them can 
be achieved by ndrii^thepficesoffoodgrains 


and enlaiging raariccti through increased 
exports. 

The proMem of food security has roott in 
structuni facton like lack of infrastructure 
for transporting foodgraitu and storage. The 
problem of transport it acute in landlocked 
countries like Burkina Paso, Chad, Mali. 
Niger, Zambia, and Zimbabwe. This has 
caused consideiable damage and wastage of 
imported foodgrains [World Bank 1986a]. 

The problem has a long-term dimension 
and it it the growing import needs of less 
developed countries. Imp^s increased from 
52 million tonnes in 1972 to over 70 million 
tonnesinl978[GreeiandKiikpatiick 1982]. 
The average annual growth ratesof foodgrai n 
production are negative for most of the 
low income countries [World Bank 1994: 
168-69], These negative trends coupled with 
the countries' dependence on imports and 
the likely foodgniin price increases in the 
post-UR scenario would imply worsening 
food insecurity. This is all the more so given 
that food import dependency ratio increased 
from 6.7 per cent in 1969-71 to lO.Sperccnt 
in 1988-90 in all developing coumries. The 
corresponding estimates for Sub-Saharan 
Africa are 6,5 and 10.2 per cent respectively 
[UNDP 1994; 155]. 

The problem has a short-term dimension 
due to i nter-year fluctuations in food supplies. 
It can be measured by short-term variability 
in foodgrain availability. Food insecunty 
may, however, be caused in a variety of ways 
like decline in foodgrain production 
compounded by foreign exchange 
conslrainu, restricting imports.liniited scope, 
if at all, for reducing expons of foodgrains. 
limited buffer-stocks and increases in the 
cost of food imports. An option would be 
to increase food imports by curtailing non¬ 
food imports. But (he non-food imports 
generally consist of those items necessary 
for sustaining the ongoing development 
effort. Thus, there is a trade-off between 
current food security and growth. Some 
countries might have succeeded in achieving 
food security in a variety of ways. As a 
result, ex post data will not reflixt food 
insecurity of such countries. Food aid is an 
important mechanism by which food 
insecurity can be moderat^. Food aid in 
cereals has increased between 1979-80 and 
1991-92 [World Bank 1994. 168-69]. One 
major limilaiion of this option is that food 
aid does not generally respond to the import 
needs of individual l^d^eloped countries 
[Huddlesion 1980]. 

The implicMions and limilMions of UR for 
food security may be bencrunderslood when 
we realise iftit the instruments that 
contributed to food security in difTereni 
countries acrou the world, paitfculariy Asian 
countries had to do more will, structural and 
insiiiutional parameters than with price 
parameters. For inslance, Indonesia increased 
ptoduclion of foot^nint, particulariy rice. 


by policies for promodiig preduclion and 
nuuteting [Pfggot and TteadgoM 1990). 
These measures consisted of in v estme nt in 
research for high yielding varieties, 
investment in rural infrasifucture.iny es tmeat 
in irrigation, price subsidy for inputs, and 
institutional airangements [Syari^ 1990]. 
The price, in terms of price supports and n 
array of subsidies, that had to be paid for 
self-sufficiency in rice was heavy. self- 
sufficiency so achieved by increased 
production of only rice, however, was quite 
delicately balanced since the populatioo was 
growing but its dieuuy base was narrow 
consisting only of rice. This lus led the 
government to pursue options for 
diversification of consumer preferences alotig 
with the development of the secondary food 
crops sector [Piggot and Treadgold 1990]. 
The Indonesian government dealt with food 
insecurity and malnutrition arising out of 
poverty hy linking agricultural devetoptneiit 
with nutritional improvement and by a 
strategy of direct institutional intervention 
in providing health and nutrition services. 
For this purpose, a national Family Nirtritioo 
Improvement Programme was impiemenied 
at the grass roots level. The pro g ramme 
monitored child growth and offered nutritkm 
education, including training in home 
gardening to pro vide nutritional agricukunl 
products, especially vegetables. As a result 
of all these cfToru. infant mortality declined 
from over 200 per 1,000 live births to 90.1 
and life expectancy increased from 41 years 
to 54 years between I960 and 1983-84. 
These findings, given the multkiimeniiional 
nature of itie problem of poverty and 
malnutrition, and food and nutriuon systems, 
involving socio-economic and cultural 
factors, call for a holislic ‘multidisciptiaary 
socio-technological approach’ to food 
security. 

Thailand has achieved food aecsirily by 
free trade. It is one of the su oouobies in 
the worid which produce surplus food for 
export (Krmjing 1990]. Apart from gtowiqg 
foreign market potential and market 
divcrsificatioii, the government played a 
major role in increasing farm productioa and 
farmer's income by improving the marioei 
infraslttictute and by fann price supports 
and input price subsidies. The Thai govem- 
mcni procured rke as reserved quotas from 
ex porters aixl through btddingfordiaiBMian 
through fair price shops for cnsuriitg food 
security oflow income people. The nubilioiisl 
status of the population was improved by 
specific programmes I ike nutrition eduealien 
of mothers, the establishinem of chitd<aee. 
day care and health service centres, msiit- 
uiional feeding pto grammes such as school 
lunch programmes, and nutritious food 
production projects. 

In countries like Philippines, where lnd> 
man ratios are highly unfavourable, 
institutional refonns arc impottanl toeunre 
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food Mcurity [Ledesma 1990]. PMiipjrines 
is the 15th most populous country in the 
worid. Farm area is highly concentrated; 
small farms constitute 68 per cent of all 
farms but account for only Mi per cent of 
total farm area. About h^f of the farms 
occupying iwo-thirds of the total area are 
owner operated and the rest are rented or 
held under some other arrangemem, with 
tenancy afrangemenl being a major factor. 
It may not be possible to transfuim the 
Philippine rural society and improve her 
food system unless effective legislative 
measures for land reforms are carried out 
with the requisite support services. 

Food security has more to do with non¬ 
economic aspects as some of the African 
country experiences show. Among them, 
environincntal factors have a major bearing 
on food security and sustainable 
development. Environmental crises like 
droughts and floods adversely affect food 
security at both macro and micro levels, 
necessitatingadequate resourceallocation to 
mitigate the adverse effects of such natural 
calamities. In this context, the traditional 
farming and agro-pastoral systems would go 
a long way insensible use of resources [Quae 
1994]. Environmental management policies 
have to be community-oriented because of 
the sensitivity of issues relating to land, and 
theiikely contradictions between large-scale 
conservation and local food and pasture 
requirements [Zetihun 1994J. 

Lack of ad^uatc infrastructure and the 
lack of comprehensive food policies like 
storage, land settlement, pricing, investment 
and conservation policies also cause food 
insecurity. Eritrea has considerable potential 
with respect to food production and GDP. 
Bi 4 neglect of traditional farming systems, 
drought, war, decertification and land 
degradation have led to food insecurity [ Araia 
et al 1994], These are further compounded 
by poor physical infrastructure. lackofiraiDed 
manpower, lack of storage and marketing 
fadlilks and a complex land tenure system 
involving land fragmentation. This is the 
case in most of the countries of Horn of 
Africa. In these countries, the indigenous 
system of production is still relevant and 
should be incotporated in the development 
process through a transitional integrative- 
generative model (Ahmed 1994]. In fact, in 
Zimbabwe uneven development has resulted 
in the coexistence of bounteous production 
with massive poverty. This has rendered 
food production unsustainable and incapable 
ot ensuring food security for the poor. Such 
contradictions were partly due to false 
perceptions about the unemployed and 
un der emp loyed among the poUcy-makers. 
For instance. Zimbabwe has a large peasant 
populMion and the govenunent fonmiiated 
policies on the a.ssumplian thm the peasants 
hadenough resources for peasant production 
but tacked sufliciem incentives for production 
for the tiiMkeis. Bui many peasanu lacked 


both. At a result, even though the governm e nt 
attempted to resettle farmen in abandoned 
and undenililiied land, it did not really 
succeed. Folicies forliberalising Zimbabwe’s 
foodgrain marketing in order to reduce 
parastatal monopoly and its inefficiencies 
are misconceived. This is because there ue 
infrastructural constraints that reduced the 
scope for compet ition among private traders; 
this would lead to exjdoiiation of both small 
farmen and poor consumers by private traders 
[Chipika and Chipika 1994]. Botswana is a 
country with poor agricultural potential; but 
its relative wealth enabled it to deal with 
droughts by drought relief programmes like 
the Labour Based Relief Programme, the 
Accelerated Rain-fed Programme and 
supplementary feeding of children 
[Hcssciberg 1994], All these country 
experiences show how rmancial, technical 
and human factors have constrained 
achieving sustainable food production. They 
illustrate the link between poverty, 
environment and sustainable devehpment 
and make a case for environmcntally- 
conscious food policies. 

Moreover, in the African countries, there 
ha.s been increasing urbanisation with little 
industrialisation to absorb the growing 
destitute population due to lack of income- 
generating activities i n the country side, lack 
of rural employment, concentration of 
economic activities and services in targe and 
medium urban centres and the collapse of 
the rural labour markets. But, the rural areas 
cannot feed the rural populations, not to 
speak of the growing urhm OIKS. Fbrinstance. 
in Tanzania urban food insecurity is the 
result of increased demand clue to migration 
and reduced physical availability caused by 
drought and land degradation. IIk problem 
wascompounded during the 1970sand 1980$ 
by the socialist government's planned 
economy which did not permit free 
marketing. Such a strategy proved 
catastrophic because the govetnnKnt could 
not ensure adequate deliveries in many areas, 
thereby exposing the populruion to nsk of 
famine. As a result, ihcTanzanian population, 
particularly the migrant population in urban 
areas, had to evolve their own survival 
strategies. One such strategy was to ensure 
food supplies through barter and other forms 
of informal exchange. Another strategy was 
urban farming but it had hazardous 
implications for the urban enviiunmenc. 
Increasing non-agricullural employment and 
targeted food subsidies could be an effective 
optiem for such eoonincs (Holm 1994].^ 

In keeping with these findings. Adelman 
and Berdc (1991) shows that 'the best food- 
security policies are those that are 
implematuible at the national level’ and 
among them domestic agricultural 
development strategy dominates all other 
policy options particularly for the least 
developed countries [Adelman and Beick 
1991:49). Based oniheexpericnceaof Kenya, 


Malawi and Tanzania, Lele (I9S9) dio 
suggests combining macro-economic 
reforms with govemmem interveotioo in 
sectoral and sub-sectoral levels in critical 
areas like land policy, smailholderi' acceai 
to irgxtts and agticultuni research to promote 
growth with food security. 

V 

Food Security in India 

India had a per capita income of $ 300 
in 1993. It is a low income economy as per 
the World Bank classifleation [World Bank 
I99S: 162]. In 1994-95, the per capita net 
national product wasRs 8237.4 [Gover n ment 
of India 1996; S-3], the net production of 
foodgrainswas 167.2 million tonnes, which, 
with net imports and additions to stocks, 
provided for a per capita daily availability 
of 464.9 gm of cereals and 37 gm of pulses 
[GOl 1996: S-24-S-23]. Cereal availability 
exceeds the Indian Council of Medical 
Research (ICMR) norm of 386 gm per day 
[Radhakrishna 1991; 214], but falls thort of 
Che cereal consumption bt^le (15.46 kg per 
capita per month, that is. SIS gm per capita 
per day) of the rural population group in the 
expcnditurcdasscncloringcbeall-Indianjra] 
poverty line (Rs 49.09 per capita per month 
al 1973-74 prices) recommended by the Task 
Force [Perspective Planning Division 1979; 
National Sample Survey Organisation 1977: 
S-63J. 

Four decades of efforts at development 
seem to have reduced both long-term and 
short-term food insecurity. Foodgrain 
production has incrca.sed and its variability, 
as measured by the coeflicieM of variation, 
has declined between the two sub-periods 
considered. Active public intervention in a 
variety of forms like public procurement, 
support prices, buffer-stocks and public 
distribution of foodgrains has playeda major 
roleinthis[Sutyanarayaiui I995b]. Available 
data till 1987-88 indicate increases in 
interstate disparities in per capita foodgrain 
production. But interstate variations In rural 
cereal consumption and calorie intake have 
declined substantially. And this decline in 
variation is around a declining rural mean 
per capita cereal consumption 
[Suryanarayana 1996]. This seems to be 
largely because of the changing crop 
composition of foodgrain output and 
consumption in favourof superior but costlier 
cereals and against coarse cereals. Coarse 
cereals are largely grown by subsistence 
farmers for self-consumption. With 
increasing landlessness and casualisation of 
labour, and decreasing coarse cereal 
availability, market dependence of the 
population, the poor in particular, has 
increased. Even though income or consumer 
expenditures, adjusted by deflators 
accouMing for percentage variadotu In prices, 

show an increase in income and economic 
access, this has not been so in reality. WHh 
increasing mmketdependencemdchangfBi 
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dnagj^cion pattcrm ia flivwir of coidler 
lerior cereali dictated largely by 
■liability than by choice, the economic 
tidement of the poor with retpect to the 
real baaket has declined and hence average 
ealooniumplionandavenigecalorieimake 
'e declined. Coarse cereals constitute a 
atively smaller proportion of the urban 
eal consumption basket and the urban 
mlatlon is relatively less affected by such 
inges in labour mi^ets and production 
'.terns. Hence the average cereal 
tsumption and calorie imoke have been 
■lively stable and have not shown any 
Stic decline. 

'oday there are considerable regional 
laiances in the degree of food security 
OSS states with respect to both economic 
I physical accesses. The coefficient of 
iation in the per capita SDP (unadjusted 
regional variations in prices) is 29.7 per 
t. It is much lower than that in per capita 
d production which is 78.88 per cent 
■ryanarayana )S>96; 221]. Unless the 
rfcets across states ate well-integrated and 
delivery syslemisefricient,such interstate 
iatkms in foodgrain production will have 
lerse cofisei|uences for food security across 
ions. In keeping with the .SDP profile 
OSS stales, statewise population average 
inthly per capita total consumer 
lenditure (AMPCTCE) is low and varies 
OSS slates [Suryanarayanu 1996: 2211. 
r instance, the rural AMPCTCE is the 
cstinOrissawhich.aiRs l23.S7at 1987- 
alMndia niral prices, is just above the 
India rural poverty line of Rs 122.63 for 
same year [Minhas et al 1991; 1675]; 
about 43.44per cent less than the highest 
4PCTCE of R.S 218.51 for rural Punjab, 
regards the urban sector, the AMPCI^ 
nuch above the all-India urban poverty 
.ofRs 158.31 (Minhas ciul 1991; 1675] 
almost all the states. There exist 
uidcrable inequalities in the distribution 
monthly per capita total consumer 
wnditure (MPCTCE) within each state in 
th the rural and urban sectors also 
iryanarayana 1996: 222]. As regards 
'cny. Assam, Bihar, Mailiya Pradesh, 
iharashtra, Orissa, Tamil Nadu and West 
ngal have more than half of their rural 
wlalions living in poverty. As legank the 
>an sector, only in Bihar the poor 
iportion exceeds the non-poor one 
tyanarayana 1996; 222]. 

Accordingly, the Indian rural population 
:nds about 64 per cent aitd the urban 
lian population spends about 56 per ccra 
the total expenditure on food 
iryamorayana 1996; 222], There is little 
iation in the Engel ratios for food for the 
■I and uibon sectors acrou states around 
nstiOQal avenge. Thus food dominates 
household bud^s; hence, food security 
mid be the major focus of policies 
monied with the welfare, particularly of 
poor. Even today the average cereal 


comaniptidR Is not suffideiit. Rural Kerala 
has a monthly per capha cereal consumption 
of 10.42 kg which is less than even the ICMR 
norm of 11.67 kg. As regards the urban 
sector, Gujarat, Haryana, Karnataka, Kerala, 
Maharashtra, Punjab. Tamil Nadu have a 
cereal consumption less than the ICMR norm. 
While richer stales like Haiyana may be 
spending, as per the Engel law, more on non¬ 
cereal and non-food items and hence deriving 
enough calories, the cases of poorer states 
should he a matter of policy concern. The 
estimates on statewise per capita calorie intake 
per day by sectors only confirm this hunch. 
The average caloric intake of the population 
is 2.221 in rural India and 2,089 in urban 
India (Suryanorayana 1996; 221J. These 
levels of calorie intake are below the calorie 
norms of 2,400 for rural India and 2,100 for 
urban India recommended by the (ask force 
appointed by the Planning Commission 
(POTpective Planning Division 1979). This 
is only an average picture and the statewise 
di.vpersion about (bis average is much more. 
As regards the niral population, only Jammu 
and Kashmir. Punjab, Haryana and Rajasthan 
have an average calorie intake more than the 
norm of 2,400calories recommended by the 
task force. In comparison with the rural 
picture, the urban one looks better in that 
nine slates consisting of Bihar, Haryana. 
Jammu and Kashmir. Karnataka. Madhya 
Pradesh. Orissa, Punjab, Rajasthan, Tamil 
Nadu have an average urban calorie intake 
exceeding the norm (2,100 calories) for the 
urban sector. 

These findings raise the following 
impoiiant issues with respect to food security 
particularly in the wake of the UR GATT 
implemcniaiion. They are ; (i> income 
transfers to the poor to stop the current 
decline, preventan accelerated decline cereal 
consumption as a result of the likely increases 
in cereal prices; (ii) protection for the 
increasingly market dependent poor against 
the likely high instaMlitics in foodgrain 
prices. 

The preceding discussion deals with the 
saliem features of UR GATT and their 
implicaiions ftw global food sccuniy. There 
arcrcasonswhy manyofthcGATT premises 
may not be valid and hence the expected 
macrogains may not matenalise. The various 
provisions and exemptions provided for in 
(he UR leave enough scope for (he dislontd 
markets to persist. Even grantingthe premises 
In be valid, the gains from the agreement 
measured in terms of macro variaMes, seem 
(o he marginal or modest as indicaied by the 
differcni studies based on computable general 
equilibrium models. At pres^, two nuyor 
regions requiring aitemion regarding fixid 
insecurity are Sub-Saharan AfncB and South 
Asia (mainly Bangladesh). The study 
illustrates with reference tocm|4rical shidics 
on Asia and Africa how questions relating 
to food iiisecuriiy cannot deah with only 
by macro measures. The liMlian evidence 


only conoborates this view and calls for 
effective targeted efforts for ensuring food 
security at the regional as well as household 
levels. 

Notes 

1 For iastonce, in 1992 about 20 per oen of 
the agricultural exports 6om devcloptog 
countries were subject to non-tariff measures 
in industrial countries. Funher. such non- 
tarilT measures were discriminatory in that 
only 10 per cem of sucli expem from other 
industrial countries were subject to simtiar 
rcstricuons [Low and Yeats (199S) cited in 
Ingco 1996). The average nominal protection 
in OECD as a whole was 74 percent in 1992 
which was only 41 percent in 1979-81 (ingco 
19%). Available estimates sbow that the 
crTiciency losses (at 1980 prices) from agri¬ 
cultural intervention in industriai coaotties 
ranged from S S.S billion for grains, daily 
products, sugar, cotton, tobacco and peanuts 
in the US during 1984-85, $ 24 I biUion for 
grains, meals, dairy products and si^w in 
Europe to S 27.4 billion for grams, memi 
during 1980-82. dairy products and lufw 
in Japan daring 1980-82 (World Bank 
1986a- 121]. 

2 TheUS.JapanandEuropcspendaboutS 100 
billion per oimum to snpp^ their tanmcis 
(IIASA (1987) cited in Hebiwlh 1989], 

3 For the first and last measure and its 
application, see Tyagi tl990). 

4 The agricultural trade bamcn include 
quantitative import restrictions, variable 
l^ics, minimum import prices, dis c ie tioni iy 
impott licensing, non-tanffin ea sum imposed 
ihitiugh stale uadtng eMeiprues. votuauiy 
export irtuaints and similar measures. 

5 Thisboundselstheceilingoomaxiiminlarifr 
that con be apidied ai the bonfcr. 

6 The advantages claimed for larifTicalian are 
that it (i) simpTifies treating existing trade 
banien; lit) is more traospareai: (iii) is non- 
discnminatory; and (iv) less susceptible to 
conuption 

7 Diinngl986-90subsi(hsedrxpoitsactiMailed 
for 95 per cent of total expons of wfaeai. 90 
per cem for cheese. 40 per ceiu for sugar and 
more than .30 per cem for milk powder frnn 
ibe European Union, fat tbe US similar 
perermagn were 94 for boner, 55 for wheat. 
40 for non-fat dry milk jnd 5 fcr cheeae 
(Ingco 1995]. 

8 The cimespondingteductiant would be quiie 
small for sugar, oiheeds and ve g e u ble oils. 

9 The US sugar import quoa sysiem sromd 
continue from the same cowuiies onderanew 
guise of a tariff quota system. The US Meat 
Import Law gets transformed into a tariff 
quMsysicmwilhthequMngfalsofAasiniia 
and New Zealandremasning uMouched(Ingco 
19951. 

10 There are many other asse ss mctns rm nin g n o t 
with broadly simiUr reanlls. The specific 
results differ due to dilTetaicei in vsswai 
modelling aspecu (see Sharma ei il I9K1. 

11 As Ingco points oat the Punta del Cate 
declaration that the objective of Ore llaand 
was to 'revene prosectnmssai isM rcowre 
trade distorticiK' niij niu n sliei —h m ha8>a 
Rrhictioiu ate unpteMWnled M AriMB immdt 
(ingco 1996). 

12 Dyson (I9K) rwds that cereal harvest 
vonability. as wrnittwd by avenge abeo h si e 
percenitge deviation from the moving 
averages, has ineneaned tiiKt the l4Mn; 
that n. from 1.43 per ceM dunag 1960-69 
to 1.42 per cent (1970-79). and M 2 84 
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per ctnK 1980*92). Of coone. regioMl 
ptneim vuy. 
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General Elections, 1996 

Local Issues Dominate in Andhra Pradesh and Thmil Nadu 

Ardmr G RuUnoff 

The 1996 elections, which decimated the Congress, left the southern states which are so crucial to the forging 
of a parliamentary majority in India with very little representation by national parties in New Delhi. Because 
the Bharatiya Janata Party is not yet a factor in that part of the country, the already preponderant regional 
parties have assumed even greater importance in India’s new electoral equation. Their support is essential if 
the legislative coalitions that have become necessary in the post~Congress era are to be viable. 

Even though Andhra Pradesh had a delinked election with no assembly contest in 1996, and Tamil Nadu's 
voters chose legislators to represent them in Madras and New Delhi, the campaigns were related. In the two 
south-eastern states regional parties stressed the primacy of local issues against subordinate wings of the Indian 
National Congress whose policies were lied to Delhi. 


VER since the Congress lost its base in 
le Hindi heartland of north India in the 
?77 elections, it has been essential for 
lat party to carry the southern states if 
were to form a government. That it was 
lie to do so in the 1991 campaign has 
Mn attributed to the sympathy wave in 
te tegion that followed the assassination 
^ former prime minister Rajiv Gandhi 
(udolph 1993], The selection of P V 
arasimharao, a former chief minister of 
ndhra Pradesh, as the first southerner to 
xome party leader and prime minister 
' India created expectations that the 
ongress would again do well in the region 
iring the 1996 elections. However, as 
is paper explains, the Congress, because 
' an alliance miscalculation in Tamil 
adu, suffered one of the greatest electoral 
ifeats in the history of India and virtually 
lases toexist in that important state. The 
ibacle in Tamil Nadu affected the results 
the neighbouring Andhra Pradesh, 
here the Congress also did not do as well 
anticipated in the prime minister's home 
ae. The Congress failed to capitalise on 
split in the Telugu Desam Party and 
tiially won three fewer seals than it captured 
1991. 

The polls in both states under discussion 
cre conducted on A pri 127 and May 2. Even 
ough Andhra Pr^esh had a delinked 
eriion with no assembly contest in 1996, 
id Tamil Nadu's voters chose legislators 
represent them in Madras and New Delhi, 
c campatgiM were related. In the twosouth- 


eastem states regional parties stressed the 
prinucy of local issues against subordiitaie 
wingsof the Indian National Congress whose 
policies were tied to Delhi. 

CoMcacss Debacle in Tamil Nadu 

The l996electoraloulcametnTamil Nadu 
was one of the most dramatic and decisive 
reversals ever suffered by a governing party 
in history of India, in a second consecutive 
clean sweep, voten in one of India's most 
urban (34.1 per cent) and literate (63.7 per 
cem 1 states threw mil incumbents in virtual ly 
every assembly district and parliamentary 
constituency. The ruling Al ADM K won just 
four of the 163 assembly seats it contested, 
and its Congress alliance partner lost all 66 
assembly seats it fought. The combine 
dropped an astounding 33 percentage points 
from its 1991 total of .S8 per cent of the vote 
when it won 224 assembly ahd 39 
parliamentary seats. At that lime it benefited 
from the sympathy wave that followed Rajiv 
Gandhi's murder while he was campaigning 
in the state at Sriperumdbudur 40 kms from 
Madras. That the 1991 results were an 
abnormality was proved in 1996 when the 
AIADMK lost all 10 and the Congress all 
28 parliamentary scats they contested As 
Rajya Sabha member Peter Alphonse 
described the rout, the "decimation...was 
total lall overthe statej. It knew nodisiinction 
between urban and niral areas, the rich and 
the poor, the educated and the uneducated, 
the young and the old, the male and the 
female. The rallying cry everywhere was 


"send fehief minister] Jayalaliiha out" 
(Frontline, May 31, 1996, p 26). 

The results were an emphatic rejection of 
the reconstituted AIADMK-Congress 
alliance as 28,438,8.30, or 66.93 per cent of 
the state's 42.488,022 eligible voters, turned 
out to punish the incumbent slate and union 
governments. Chief minister Jayalalitha and 
all 17 members of her cabinet who sought 
re-election were defeated. The party even 
lost Its strongholds of Salem, Peiiyar, 
Madurai andTiruchi districts. Thebeneficiary 
was the DMK which won 172 of the 176 
scats It fought, but the verdict should not be 
seen as an enthusiastic endorsement of that 
party or its veteran leader. The DMK and 
Its ally, the newly created breakaway Tamil 
Maanila Congress, captured 39 of 40 
assembly seats it contested. Moreover, the 
alliance of DMK. TMC and CPI made a 
clean sweep of the 39 Lok Sabha seats. 
winning 17. 20 and 2 seats respectively. In 
so doing, the TMC polled 7,339,982 votes 
and the DMK garnered 6.967,679 votes 
compared lo only 4,96S.364 forlheCon grejB 
and 2.1.30,286 lor the AIADMK. The 
dramatic turnaround is depicted in Table 1. 

The results in 1996 ma^ed the first time 
since l967thatihcsiaic'\voieTswemagaimi 
a national parly at the parliamentary level 
in a linked elLVtion At that time the Dravida 
Munnetra Ka/h.ipam(Dra\idian Pro g ressive 
Pederationi under the leadership of C N 
Annadurai. a journalist and film writer, 
displaced the Congress as the donunaiit 
political party in the state. The DMK was 

1996 
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a descendcnt of E V Ramaswamy Naicker’s 
"Mif-iespect movement" that had the 
objective of purging south India of brahmin 
domination, and his Dravidian Federation, 
founded in 1944, called for the creation of 
a separate stale of Dravidasthan [Hardgrave 
1965], Although the DMK eventually 
dropped its call for independence, its 
programme featured demands for more 
autonomy for the state government and 
resistance to theimposition of Hmdi as India’s 
national language IBamctt I976|. This 
emphasis on cultural nationalism was 
reinforced by India's adoption of the 
linguistic stales formula in the mid-l9S0s. 
That develt^ment led to the transfer of the 
nonhem districts of Madras to the new entity 
of Andhra Pradesh and resulted in the change 
in the name of the state to Tamil Nadu in 
1969 [Fadia 1984: 2IS]. After Annadurai 
died in 1969. he was succeeded as the leader 
of the parly and the government by 
M Karvnanidhi. another film writer and 
director. In 1972 the party split as the state's 
most popular film actor M G Ramachandran 
(MGR) formed the breakaway All-India 
Anna DMK (Dravidian Progressive 
Association) and challenged Karunanidhi's 
leadership (Hardgrave 1973], The contest 
was uneven. While "MGR was the greatest 
'hero' filmstar in the -history of Tamil 
cinema", in contrast. "Kaninanidhi was a 
backioom film script writer with no public 
personality” (Washbrook 1989: 258). 
Following the dissolution of the state 
government in 1976 during the emergency, 
the AIADMK attained power in the 1977 
elections. MGR assumed the office of chief 
minister and served in that capacity until his 
death 10 years later. MGR's passing 
engendered a struggle for succession 
between his wifeJanaki.a64-yearoldretired 
actress, and fayalalithaiayaram, the 38-ycar 
old party propaganda secretary and his 
leading lady in scores of films (see India 
Today, January IS and 31, 1988). Because 
of the split, the DMK and Karunanidhi 
returned to power in the January 1989 
elections, but Jayalaiitha demonstrated her 
ability to gamer anli-establisbmeni and 
female votes. 

While the two Dravidian parties have 
dominated the state's politics for the past 
three decades, they have each at various 
tiniesco-operated in a symbiotic relationship 
with theCongress at the national level. Since 
its ouster from power in 1967, the historic 
role of the heavily upper caste Congress 
Party in the state has bwn to tilt the balance 
between the two Dravidian factions which 
have been roughly even at 30 per cent of 
the vote. While the Congres.s was never able 
10 recapture a broad base of popular support 
nor extend iis appeal beyond the elites 
[Washbrook 1989: 230), whichever 
Dravidian party it supported with its 


traditional 15 per cent-20 per cem of the 
electorate usually won. 

As Maiguerite Ross Barnett (1975: 72) 
has pointed out, "The history of the Thmil 
Nadu Congress is intrinsically intertwined 
with that of the national party organisation”. 
After the Congress split in 1969. Indira 
Gandhi was dependem on DMK support in 
Older to govern at the centre even though 
she attempted to undeiminc that party’s state 
government during the emergency (Nayak 
1976:434). A successful alliance with a suue 
parly in Tamil Nadu became increasingly 
important in determining the parliamentary 
outcome at the centre ip linked elections. As 
a result, the hierarchical Congress in Delhi 
showed little interest in the assembly results 
or in making demands for power sharing 
arrangements in Madras, It engineered state 
alliances only to affect the outcome of the 
state’s 39 parliamentary races, and went in 
to opposition against its electoral partner 
immediately after the campaign. The typical 
formula it negotiated with MGR was 2/3 
paiiiamentary seats in return for 2/3 of the 
assembly sluts. In 1980 the DMK wem with 
the Congress and won 38 of the state's 40 
pariiamentary seats, while MGR was ousted 
from power in the stale. The Congress 
renewed its alliance with the AIADMK in 
1984 even though MGR was ill, but in't 989 
the Congress attempted to take advantage of 

Tmle 2: Results in Anohka Pemxsh 

Party Seals Seals Voles Voles in 

Contested Won Polled Percentage 


BJP 

39 

0 

1,720.850 

5.65 

CPI 

3 

2 

728.536 

2.39 

CPM 

3 

1 

888,036 

2.91 

I.NC 

42 

22 

12,087.596 

39.66 

NTTRTDP42 

0 

3.249,267 

10.66 

TOP 

36 

16 

9.931.826 

32.59 

AIMIM 

2 

1 

340,070 

l.l 

Others 

I.29.S 

0 

1.528.681 

5.04 

Total 

1.462 

42 

.30.474,862 

100 


Stmne: Slalislical Sepnri tm General Eleclumj. 
1996 to the Eleventh Lnk Sahha. 


the split in the Dravidian movement 
fought the elections alone. However, t 
DMK won the four-cornered-fight widi 
per cent of the vote. Prime minister Chant 
Shekhar dismissed chief miniit 
Kanmanidhi’s goveinment on January T 
1990 because of its alleged co-opentii 
with the Sri Lankan secessioniitTaii^Tigc 
(LTTE) and an alleged deterioration of L 
and order in the state. The DMK bore t 
brunt of the backlash associated withRgjiv 
assassination which occurred in the slate 
May 1991. It was reduced to one seat ini 
assembly and a 28 percent share of the vc 
in 1991, as the AlADMK-Congre 
combination benefited rromasympathy wa 
and won 38 percent of vote. The tremendoi 
swing in 1996 enabled Karunanidhi 
become chief minister for the fourth tin 

The 1996 Tamil Nadu Campaion _ 

Karunanidhi’s landslide victory was t 
result of Jayalalitha's five-year record 
extravagance and arbitrary use of sta 
authority for personal gain. There were la 
principal is.sues in the campaign. Her ter 
as chief ministerfeatured finmcial.iealeslat 
and sugar scams, and physical attacks on h 
political opponents arid the press. Moteov 
she fiaunt^ her allegedly ill-gotten wealt 
The opulent wedding of her “sister-frienc 
Sasikala's daughter and Jayalalitha’s fost 
son V N Sudhakaran on S^ember 7,195 
symbolised the excesses of hi 
administration, for it cemented an ailiant 
with the notorious Natnyan family whic 
has been accused of influence peddling ar 
other illegal activities ('Monster of A 
Weddings', India Today, September 3l 
1995). 

Because it criticised Jayalaiitha' 
performance in its capacity as the officii 
opposition, the Congress drew the wrath < 
the chief minister. Within a year of hi 
taking office, the local unit of the Coogrei 
was totally disenchanted with Jayalaiitha' 
corruption and bullying tactics whic 


Table 3: Rethonal Breakdown of 1996 Lok Sarha Vote in AP 


Region 

Total 

Seau 

INC 

Candidates 

INC INC Votes TOP TDP 

Victories in Percentage Candidates Victories 

TDP Vote: 
in Percenta 

TcUngona 

14 

14 

8 37.3 

12 

4 

26.8 

Coastal 

21 

21 

10 41.1 

19 

10 

36.4 

Riyataseema 

6 

6 

4 43.1 

5 

2 

39.8 

Note: Adapted from Frontline. June 28, 1996, p 83. 
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Table 4; CATEaoavwise Bbeakixiwn of Andhba Vote 


Category 

Total 

Setts 

Scats INC 
Contested 

INC 

Wilts 

INC Votes 
in Percentage 

SeauTDP 

Contested 

Seats TDP 
Won 

TDP Votes 
in Percentagi 

General 

33 

33 

16 

39.7 

30 

IS 

34.3 

SC 

6 

6 

5 

42.7 

5 

1 

33.0 

ST 

2 

2 

1 

36.5 

2 

0 

K.l 


Note-. Adapted from Frontline. June 3S. 1996, p 83. 
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eluded beatings in the aiwmbly. After the 
isker expelled the Congress contingent 
tn the assembly, it supported a non* 
ifidencemotionagainsthlminApnt 1993. 
cal pvty officials kept the high command 
mied of their mistreatment in the state 
emUy. S R Balasubramanian, leader of 
: Corigress in the assembly, consulted 
me minister Rao at every stage of the 
tation against Jayaialitha (Interview, 
dras, July 3, 1996). 
iowever, the rupture was with the local 
ngress, not the party high command in 
Ihi (Interview with a high ofTiciai of the 
\DMK, Madias, July 2,1996). Given the 
ninal cases against Iict, Jayaialitha needed 
ally at the centre. She was prepared to 
sr the Congress financing in return for 
ical election agreement. Even though the 
ef minister had called Rao an “activelcss 
ne minister" in the assembly and did not 
port him in his crucial July 1993 vote 
onfidence, the central leadenhip-given 
historic calculus - kept its option open 
a renewal of an alliance in 1996. 
et, under the circumstances of the chief 
lister's free falling popularity and the 
ement opposition of the local unit of the 
y. the principal question of the 1996 
iions in Tamil Nadu concerns why the 
I command resurrected its arrangement 
i the AIADMK when it had the options 
Jigning with the DMK or going it alone 
; it had done unsuccessfully in 1989. 
culation that the decision was influenced 
an astrologer, the assurance that the 
:tions would be rigged, the involvement 
ie prime minister's relatives in criminal 
susiness activities with Jayaialitha. or 
1 that the Tamil Nadu chief minister had 
son on a compromising video, is pre- 
ted on the belief that Narasimharao was 
her naive nor stupid enough to mis- 
ulaie on such a monumental scale. Ac¬ 
ting to party sources (Interview. New 
'll. June 4, 1996), the high command 
jd on a March Outlook poll conducted 
c middle of the Congress' s deliberations 
K Madras afTiliaieprDun and Bradsireet 
fareh. even though it was the solitary 
itive indicator that the Congress- 
DMK combine could cany the state.' 

I least not be decimated. As incumbent 
li Shanker Aiyar who was swamped in 
landslide pul it. "Wc knew she could 
; we did not know she would be wiped 

•I 

•te DMK openly courted the Congress, 
its leaders did not think they would get 
xm foranelectonl atfjustmentdnierview 
I a high party oflldal, Madras, June 29. 
)). PChidantbaram. aCongieuman who 
identified as being belatedly in favour 
m arrangemeni. was skewered for 
ocriiy because be led the fight to dismiss 
3MK governme nt for its ties to the LTTE 


and held it responsible for Rajiv’s 
assassination,’ Chidambaram was also the 
.conduit to Sonia Gandhi, the former pnme 
minister’s widow. Press reports which stated 
Sonia regarded any tie to the DMK as a "slap 
in her face" Unditui Express, April 2,1996, 
p 9) were later employed by prime minister 
Rao as an excuse for not pursuing the 
Kaninanidhi option. However, these leaks 
were not confiimed by CVxigress sources 
who said R{(ji v’s widow was prepared to see 
the DMK returned to power if it meant 
Narasimha Rao's defeat. 

On March 7 the All India Congress 
Committee met with state emissaries’ who 
unanimously and adamantly rejected an 
alliance with the AIADMK. Prime minister 
Rao refused to renderadecislon until March 
28. even though nominations had to be filed 
by April 3. In announcing that the Congress 
would contest 66 assembly and 30 
parliamentary seats while supporting 
AIADMK cai^idates in the remainder, the 
prime minister gave the impression that it 
was an AlCC and not a personal decision 
{Indian Express, April 4. 1996, p 7). 

Immediately, virtually all party workers 
in the state rebelled in response to the decision, 
and cabinet ministers P Chidambaram, who 
had been stoned by Jayalalitha’s followers 
in l99l,andMAninacharlamrc.sjgncdftum 
the Indian National Congress and joined the 
bandwagon. Given ihcir history of 
subservience, the action of the stale unit 
.surprised virtually everyone - especially 
officials in New Delhi who look them for 
granted. The rebels were joined by party 
loyalist G K Moopanar, who was originally 
going to sit out the election (Interview, 
Madras, June 30. 1996). in forming a new 
party: the Tamil Maanila Congress (Tamil 
Nadu Stale Congress Party). Moopanar's 
statement. "I chouse conscience over party 
discipline’', propelled him from a back room 
uperalive to a popular leader. 

The new entity was “racing with time’’ as 
it had only two days to organise its list of 
candidates and obtain an election symbol. 
PChidamharam. one of ihecouniiy' s leading 
lawyers, ingeniously secured the bicycle 
symbol furthe party. It was widely recognised 
by the public after being in the popular 
movie AnnomoVoi. The film's star Rajnikant 
linked the symbol to the TMC in a single 
commereial on Sun Television that provided 
the new party with invaluable publicity. His 
fan clubs also provided an infusion of 
volunteer workers. 

In the view of many observers had the 
TMC had more time toorganise - which Rao 
denied them - it could have won the election 
onitsown.somcthingiheCongresshadheen 
unable to achieve since l%2. However, ns 
leadership feared that a triangular contest 
would serve only to benefit Jayaialitha. As 
a result, the TMC opened llth hour 


negotiations with the DMK. Despite their 
reservations, local Congressmen had 
previously worked with the DMK in 1970. 
Moopanar and Karunanidhi were good 
personal friends. Cho Ramaswamy. a 
journalist who also was a -veteran comic 
actor and film writer for some of 
Kaninanidhi's films, served as the go- 
between between the two parties (Interview, 
Madras, June 28,1996). Both sides felt that 
an honest broker was required to negotiate 
an elecioral arrangement. 

Believing that it may not have much 
leverage, the TMC did not get a good deal 
in the division of scats or a role in a coalition 
government, as the DMK held out for iwo- 
thirds of the assembly seats. The TMC had 
to settle for only 40 of (he 234 assembly and 
20 of the 39 parliameniary seats. In the 
words of one consultan:, the TMC ‘Tnissed 
the bus” on cabinet posts, because whoever 
went with the Congress was the likely winner 
(Interview. Madras, July 4.1996). Although 
the local Congre.ss is weaker than it was in 
the last assembly. TMC ofilci als I interviewed 
were thankful that they were not wiped out 
- something that would have happened had 
they remained in the Indian National 
Congress. They point out that DMK people 
given tickets had to stand down. Moreover, 
four TMC members of parliament were 
inducted into the cabinet, including P 
Chidambaram as minister of finance and M 
Arunacharlam as minister for labour. The 
AIADMK, which never had any real party 
organisation, emerged shattered and 
splintered by the election results. Of all the 
forces in the .state, only the DMK emerged 
.stronger as a result of the 1996 campaign. 
Moreover, it is one of the most important 
components of the 13 party coalition 
government in Delhi. Industry minister 
Maurasoli Maran.Karunanidhi'sson-in-law, 
is one of the United Front's most influential 
players. 

Narasimharao's late decision prevented 
the TMC from getting a good arrangement 
with ilie DMK. but ii also left little time for 
him to pick up ihe pieces. He had to rely 
on Jayaialitha loy.vlists to be Congress 
candidates. His own campaign in the state 
drew crowds of less than 3,000 voters. Even 
after (be split. the prune minister mistakenly 
thought (he locals would retuni to the fold 
and either rejoin the Congress or support his 
claim to organise the govemmeM. Instead 
ihcy joined the UF coalition. Moopanar, 
who lacked ministerial experience, turned 
downthe opportunity (obecomeeitherpri me 
minister or home minister m the new 13 
party government that took ofTice in Delhi. 
A di.sciplc of N K Kamanq. the legendary 
presidcnl oflhe Congress who also had stroitg 
lies to Ihe Nehru family, he prefers the 
organisational side of politics to heinginthe 
govenunent or living in Delhi. However. 
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few nile out the possibility that the Tamil 
Nadu unit could return to the Congress fold 
or support a Congress-led coalition now that 
the p^y has a new leader, even though its 
leaders claim they "don't want to be bonded 
labouters any more" (Frontline, May 31, 
1996, p 30). With the replacement of P V 
Narasimharao as party leader by Sitaram 
Kesri, there was speculation that the TMC 
would return to the Congress fold. In the 
arrangement that was proposed. Moopanar 
would have become prime minister in April 
1997 in return for Congress participation in 
the UF government. When the TMC’s 
coalition partners refused to reward Kesri for 
bringing down the Gowda government, the 
TMC for a time - in protest of Moopanar 
being passed over as pnme minister - 
withheld supporttothcGowdaguvemment.'' 

In any event, at present the Indian National 
Congressis now non-existent inTamil Nadu, 
as its whole state organisation became the 
Tamil Maonila Congress. The TMC is now 
recognised as the real Congress in the slate. 
A new verb us been coined in the lexicon 
of Indian politics, 'Tamilnadulisation": the 
total destruction of state unit of a national 
party. The decimation of India's oldest 
national party in one of the country's most 
important states (K'curred because national 
leaders not only neglected grass mots politics 
[see Gould 1994] in Tamil Nudu. hut in the 
processor practising command politics they 
sacrificed the local unit in one of the few 
places in the country where it showed some 
promise. The irony is that the 40 seats the 
Congress and its dlies lost in Tamil Nadu 
would have put the party in a position to form 
the government in New Delhi. 

The Congress's ally, ihe AIADMK - 
always a personal organisation rather than 
apolitical party - is in shambles, even though 
the TMC-DMK alliance in recent by- 
elections has guaranteed that the AIADMK 
will by default eventually rc-emerge as a 
necessary opposition in the state. Following 
the election rout, Jayalalifha disowned her 
‘foster son' Sudhakaran and expelled from 
her house her 'sister' and 'close friend' 
Sasikala Natrajan. whom she said 'had in the 
minds of the people emerged as an alleged 
power centre and extra-constitutional 
authority' (IndianExpress. August 28.1996, 
p I). Moreover. l4ofJayalatitha's27former 
cabinet ministers have been indicted (The 
Indian Express. September 4. 1996). while 
the former chief minister was arrested and 
iraprisooedofi atnultitude of criminal charges 
in December 1996. Searches of her residence 
by the authofffies turned up opulence which 
retnfarced her ostentatious image. 

As it had no common programme, only 
an electonl arrangement as is the custom in 
Tamil Nadu, the TMC is now the officid 
opposition in that state. With the AIADMK 
temporarily out of ihc picture, strains have 

i 


developed between the TMC and the DMK 
over the October 1996 local elections and 
Kaninanitfiii's increasingly ami-brahininic 
rhetoric. These problems have caused some 
TMC leaders to remind the ruling party dial 
their alliance with the DMK is as temporary 
as was the previous arrangement with the 
AIADMK. Finance ministerPChidamboram 
even threatened a statewide agitation over 
the Karunanidhi government’s non- 
devoiution of powers to local bodies such 
as panchayats. When it opposed the selection 
of Moopanar as prime minister, the DMK 
was concerned that the TMC would become 
a threat to its rule in Tamil Nadu (Pioneer, 
Apnl 4. 1997, p I). 

While some observers feel that Ihc TMC 
has the potential to eventually govern the 
state, other analysts find that enthusiasm for 
the new party has waned because there is 
no new niche for a regional party with a 
national scope: They contend there is no 
room for three regional Dravidian parties, 
a situation that can only benefit the Bharatiya 
Junata Party (BJP), which for the first time 
won a scat in the state assembly. TheTMC's 
dilemma is that it cannot 'out-Dravidian' Ihe 
two existing regional patties, nor be more 
national than the Indian National Congress 
(Interview with a MP, Madras, June .10, 
1996). Its niche is likely to be as a Tamil 
party willing to stand up to national party 
leaders. The TMC's endurance will be tested 
in the next assembly elections. A leader like 
Rajnikant, whose fan clubs are capable of 
providing a mass base, could ensure the 
party’sstayingpower. However, hiscntrance 
into politics depends on the performance of 
the new DMK government. That record is 
dependent on the ability of the government 
in Madras to successfully resolve water 
disputes, such as the Cauvery issue with its 


central coalltioa partnen in neighboui 
states. 

PATraaN on Pounca m Andhra Praoc 

Until 19S3 Andhra wasaTelugu-spea) 
area in what was a imiltilingual Madras si 
Fallowing a campaign ofcivtl disobedie 
agitation, Andhra Pradesh became the i 
state created in India on a linguistic bt 
lu eleven districts were combined with 
nincTelanganadistrictsoftheformerprini 
Hyderabad state to create the cun 
jurisdiction in 19S6. A further readjustn 
of border areas was made with Madra 
I960. The state's population includes 9 
cent Muslims, who are primarily situate 
the former princely state areas in the west 
part of the state, 3 per cent Christians, 
per cent scheduled castes, and 6 per c 
scheduled tribes. 

The state's politics were characterisec 
the rivalry between two 'proprietor' peat 
caste groups, Ihe kammas and the rec 
[Harrison 1960: 205]. The reddis, v 
constituted 10 per cent of the population 
were distributed around the stale, domiiu 
Ihe ruling Congress Pany, while the kami 
- S percent of the population but concentn 
in the district of Guntur - controlled 
principal opposition, the communists, 
years Andhra Pradesh had the most su 
politics in India [Cray 1968: 430]. It < 
depicted as the ‘cita^l of the Congrt 
[Reddy 1976: 1], The party's strateg; 
order to maintain power was to contimii 
adapt its suppon to changing cireumstan 
[Weiner 1967; I4-15J. With its teddy hi 
supplemented by brahmins who I 
dominated the nationalist movement and 
IS per cent of the electorate that t 
untouchable, the Congress prevailed with 
interruption for nearly three decades, rest St 


REVIEW OF WOMEN STUDIES 

April 26, 1997 

Pursuing Third World Women’s Interests; Compatibility of 
Feminism with Grass Roots Development 


Women's Paid Domestic Work and Rural 
Transformation: A Study in South Gujarat 

Women Panchayat Members in Kerala: A Profile 

Female Infanticide in Tamil Nadu: Some Evidence 


Unmet Need for Family Planning in Gujarat; 
A Qualitative Exploration 


—Archana Kalegaonkar 

~^Uma Kothari 

—Manu Bhoskar 

—Sheela Rani Chuniaih, 
V B Athreya 

~-Leela Vlxaria 


I 


For copies write to 
Circulation Manager 
EcoBomk PaUUeni WeeUy 
Hitkari House, 284, Shahid Bhagatsingh Road, Mumbai 400 (X>l 


Economic and Political Weekly October 25, If 



Pioum: CoMtmvBNCY Mat or Andhra Praooh 



I Srikakulam. 2 Parvathipumn, 3 Bobbiti, 
4 Viiakhapainain. 5 Bhadrvhalain, A Anoka- 
palli, 7 Kakinada, 8 Rajahmundiy, 9 Amala- 
panm, 10 Narasapur, II Eluru, 12 Machtli- 
pauiam. 13 Vijayawada, 14 Tenaii, 13 Oumar, 
lABapafla, 17 Naraiaraopel. IH Ongolc, 
19 Nellore, 20 Tinipathi. 21 Chiltoor. 

22 Rajampel. 23 Cuddapah. 24 Hindupur. 

23 Anantapur, 26 Kurnool, 27 Nandyal, 
28 Nagarkumool. 29 Mahbubnagar, 30 Hydera¬ 
bad, 3 1 Secunderabad, 32 Siddipet, 33 Medak, 
34 Nizamabad, 33 Adilabad, 36 Peddapalli, 
37Kai1mnagar, 38 HonomkoDda, 39 WarangaU 
to Khammam, 41 Nalgonda, 42 Miryalguda. 

ivenlbe Janata sweep of 1977-78 and ‘Rajiv 
wave’ of 1984, Even though the Congress's 
Jecline did not manifest in electoral terms 
jntil the mid-I9K0s, its demise in Andhra 
Pradesh began much earlier when prime 
ninisierlndiraCandhi installedfourdifTercnt 
.'htef mini.sicrs - none of whom had any 
tigniricani independent political base in the 
date. Her populist socio-economic policies, 
iuch as the distribution of government lands 
o the homeless and the abolition of bonded 
abour, appealed to Andhra Pradesh's large 
lumber of disadvantaged groups but 
iestabtlised the exisung party hierarchy 
Reddy 1989: 284-8S|. Repeated 

nterventions from New Delhi and the 
.'haractenstic factional nature of the party 
Vakil 1990] created an organisational 
racuum which crysiallised around film star 
V T Rama Rao (NTR), "who stepped right 
rromthe movie scicen'’to fill it|KohIi 1988: 
494). Hit role model was MGR from 
rcigbbouring Tamil Nadu[Fadia 1984.33). 
Because he had portrayed mythical Hindu 
jiods who rescued the underprivileged from 
:vil in more than 100 films. NTR - clad in 
<affron and campaigning in a convertible 
bat looked like a' chariot - was able to 
tssume the maiile of a holy man. As was 
!he case in Tamil Nadu, a popular film 
personality formed a regional party (hat 
■ mphasised cultural issues. In launching the 
VcluguDesamlTelugu Land) Party in 1982, 
Kama Rao promised to restore Telugu self- 
espect, which he atserled had been 


undermined by interference from Congress 
leaders in Delhi. 

A kamma, NTR got the support among 
the backward classes who constitute half the 
state’s population as well as educated, 
youngerurban voters. This support of newly 
mobilised groups enabled theTelugu Desam 
to come to power in 1983, repeat the victory 
two years later, and in the meantime become 
the largest opposition party in the Lok Sabha 
after Rajiv Gandhi’s 1984 landslide. 

NTR’t wiiming formula was to blend 
charisma with populism, a combination that 
was particularly papular with women. Under 
his leadership the Telugu Desam launched 
subsidised rice schemes, reservation 
programmes in education and government 
employment that benefited the backward 
classes, and free luiKh programmes for all 
school children. While th^ policies attracted 
the votes of the backward elements of society 
that had formally supported the Congress, 
they also jeopaidised the viability of the 
exchequer. As a result they were alternately 
withdrawn and reinitiated several times as 
both the Congress and the TDP engaged in 
a bidding war of compciiiivc populism for 
lowercla<is votes, only to inherit an unterublc 
fiscal situation if victorious. One observer 
dubbed the competition a ‘twcedledec- 
twecdledum' political system "whose 
characicnslic rcaiurc...is that there arc two 
hardly diilmguishable political formations 
each with itsown constituency of loyal voters, 
while the non-loyal voters shift from one to 
the other in sufficient measure to ensure that 
governmeniskeepchanging with predictable 
regulanty".' When it came to power in 1989 
as a result of inacased social conflict, the 
Congress, motivated by the imperative of 
fiscal restraint, reduced subsidies. In the face 
of charges that the liberalisation policy 
introduced by the Congress gnvemmeni in 
Delhi advantaged the wealthy at ihccxpen.se 
of (he poor, (he local unit of the party 
unsuccessfully attempted to imitate the 
populist programme of the TDP dunng the 
I9M election campaign." Despite the fari 
that prime minister Narasimha Rao. a former 
chief minister, reminded the voters that he 
was the first prime minister to come from 
Andhra Pradesh, the Congress had its worst 
showing ever in the stale. Rao's meddling 
at a time when gains were made by the 
Hindu-oriented B JPfRharaiiy a Janata Paiiy) 
and BSP(BhujanSanuiPuty), whose appeal 
was to the K'hedutcd castes, reduced the 
Congress to 26 seats. In the face of an 
increasingly divided opposition, the TDP 
won an absolute majority of 214 scats in the 
assembly. 

The 1996 Anomra P»*r«:sH Casinaion 

The race in AndhraPradesh assumed added 
significance in 1996 because it was prime 
minister P V Narasimha Rao’s home state 


and foliowed a palace coup by finance 
minister N Chandnbabu Naidu against his 
fatber-in-law, N T Rama Rao, in August 
1993 that split the ruling Telugu Desam 
Party (‘A Coup in the Family’, /ndia To</ay, 
September 15,199S, p 28). While there was 
little surprise that TDP legislators revolted 
kgainsiRamaRao’sarbitraty styic.ihe timing 
and locus of the coup was stunning. Had he 
not died later that year, there was speculation 
the former film star would have headed the 
UFgovernment that cametopowerin 1996. 
Hence, the ihrcc-corneicd race was not just 
an election for parliament but a contest to 
determine who was the heir to f4TR as the 
leader of the TDP: the son-in-law or the 
widowed siep-mother. It was also a test of 
the truism that the TDP had never been 
anything more than aone-man show. Despite 
interest generated by the split, without the 
legendary N T Rama Rao in campaign, 
statewide turnout fell from 70.9 per cent to 


TAira 5: CoNSTm'tNCT Rbu.ti in 
Andhra Prauesn 


Cofuiitueficy 

Winning 

Piny 

Change 

1 Srikakulam 

TDP 

1 

2 Porvathipuram (ST) 

INC 


3 Bubbili 

TOP 

K 

4 Vi»akhapa(f\ami 

INC 

K 

3 Bhadrachalam (ST) 

CPI 

K 

6 Anakapalli 

TDP 

X 

7 Kakinada 

TDP 


8 Rajatunumtiy 

INC 

X 

9 Anuiapuratn (SC) 

INC 

X 

Iti Narasapur 

TDP 


1) Eluru 

TDP 


12 Machilipatnam 

TDP 


13 Vijayawada 

INC 

X 

14 Tenali 

TDP 


15 Guntur 

INC 

X 

16 Bapsila 

TOP 


17 Narasarapri 

TDP 

X 

18 Ongnir 

INC 


Nellore (SC) 

iNC 


20 Tirupafhi iSC| 

INC 


21 ChitliHjr 

TDP 

X 

22 Rajampel 

INC 


2.^ Cudtiapah 

INC 


24 Hindupur 

TDP 

X 

23 Anantapur 

INC 


26 KurniH>l 

INC 


27 Nandyal 

INC 


28 Nagarkumool (SC) 

TDP 

X 

29 Mahbuhnagar 

INC 


30 Mvderabad 

AIMIN 


.Secunderabad 

INC 

X 

32 .Siddipel (SC) 

INC 


33 Medak 

INC 


34 Niujiubad 

INC 

X 

33 Adilahad 

TDP 


.36 Peddapalli (SC) 

INC 


37 Kanmnagar 

TOP 

X 

38 tlanamkonda 

INC 


39 Warangd 

TDP 

1 

40 Kbamnam 

CPM 

X 

41 NalfoMla 

CPI 


42 MwyalgwU 

INC 

X 
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63.02 per cent, as 31.196,679 voters out of 
an eligible 49.501,274 exercised their 
franchise. Turnout was also affected by a 
Naxalite rebellion in the northern districts 
of the Telangana region. A total of 1.462 
candidates competed for the state’s 42 
parliamentary .seats - an average of 35 per 
constii'iency. 

While the Congrcssfl) won 22 seats in 
P V Narasimha Rao's home state compared 
to the 25 it won during the Rajiv sympathy 
wave in 1991. it had been expect^ to win 
between 30-40 seats in 1996 because of the 
split in the Telugu Desam. Although Rao 
handily won his own constituency of 
Nandy^. he did nut prove to have ‘coattails' 
- a reality that elicited widespread 
dissatisfaction among the Congress rank 
and file. The much underestimated 
N Cbandrababu Naidu won a surpnsing 16 
seats (three more than his party garnered in 
1991); the CPI (Communist Party of India) 
won two. the CPM and AIMIM (Ail India 
Majlis-E-Ittchadul Muslimoon)each secured 
one scat. Lakshmi Parvathi’s NTR I'elugu 
Desam Patty was shut out. even though she 
drew huge crowds dunng the campaign. Her 
list was heavily upper casic. and she lacked 
die polling agents needed to re-educate voters 
rbuut her new lion symbol (Hindiaum Timex, 
luly 7. 1996, p 12). By cumra.si, l^aidu ran 
1 sophisticated campaign. He skillfully 
fiekM candidates that reflected the changing 
;)oputsAion of the slate. So that he would 
}blain unbiased results, the chief minister 
sngaged two di fferent firms to poll a sample 

60.000 voters at four different stages of 
he campaign: betere the selection of the 
:andidates. after they were chosen, midway 
luring the race, and just prior to the poll date 
Interview with a senior advi.sor of the chief 
ninistcr. Hyderabad, dune 26. 1996). In the 
jrocess of getting 80 percent of the party's 
>riginal vote. Naidu proved he was the heir 
o NTTCs legacy and strengthened his hand 
n the assembly for the remainder of his term. 
The division in the Telugu Desam ranks 
inableJ the Congre.ss to increase its vote 
hare from 33..5 per cent in 1994 to 40 per 
■ent in 1996 and carry most of the assembly 
listricts. The INC earned 148 of 290 
issembly districts in 1996 compared to only 
!6 in the 1994 state elections. However, the 
aw of cubic proportion determined that the 
hree way split would yield IhcTclugu Desam 
icarly 40 per cent of the vote The TOP and 
Hies won 37.9 iwr cent and the Lakshmi 
'arvalhi group l|iipcr cent. Their combined 
atal was close to the undivided party's 50.3 
crcentiiwoninthe 1994assembly elections. 
Charactenstically, the party vote divided 
a accordance with the state's three distinct 
ultund,geographic, and economic regions. 
Tffionfness and Telugu Desam each won 
0t[H)e2] seats m the fertile coastal region 
'll/U|he*ers nearly a third of the state. In 


the process the Congress got 41.1 per cent 
of the popular vote, while the TDP took 36.4 
per cent. In the western Telangana region 
which includes Hyderabad. Congress picked 
up eight of the 14 seats it contested with 37.3 
per cent of the poll, whi le the Telugu Desam 
won four of 12 seats with only 26.8 per cent 
of those who exercised their franchise. In 
the backward Rayalasecma region which 
CO vers the remainder of the state, the Congress 
took four of the six scats and 43.1 per cent 
of the vote, while the Telugu Desam secured 
the remaining two with 39,8 per cent. 

The results further suggest that the 
Congress at least temporarily reversed its 
declining fortunes with the lower caste 
communities in 1996.’ However, whether it 
can once again become a pillar of a national 
base for that party is more questionable. 

In the short run it appears the allegiance 
of Andhra Pradesh's voters is not settled. 
The volatility of the state's electorate is 
evidenced by the fact that nearly half the 
seats - 20 - changed hands. 

Congress MPs resent being placed in a 
position where they have to support the UF 
govemmentin Delhi whiteopposingitsTDP 
component in Hyderabad. While the reunited 
Telcgu Desam Party would seem to be in 
an inconte.stable state in the assembly and 
Chandrababu Naidu is a crucial player in 
the UF cualicion. Andhra Pradesh face-s an 
acute financial crisis (‘Empty Coffers in 
Andhra Pradesh'. Fnmilme. July 12. 19%. 
pp 41 -42). The imposition of prohibition has 
dried up an i mpnrtant source of revenue, and 
the Rs 2 per kilo rice subsidy for a product 
that co.sts Rs 8 is bankrupting the .stale. 
However, the removal of eithtf scheme would 
alienate enough voters to jeopardise the 
survival of the govemmem. For this reason 
the Telugu Desam and the other components 
of the UF government arc looking to Delhi 
for fiscal relief. They arc meeting resistance 
from finance minister P Chidambaram who 
opposes subsidies. Two sizeable loans from 
the centre - which the TDPfound insultingly 
inadequate - and an increase in the price of 
nee to Rs 3.50 as well as a Rs 2,5C)0 crorc 
tax increase have only postponed the day of 
reckoning. Moreover, the devastation caused 
by two cyclones that struck the state in 
November and Dccemberaggravated Andhra 
Prade.sh’s precarious financial position. 
Dissatisfaction with the level of emergency 
assistance by the government in Delhi 
aggravated the already strained retalkons 
between chief minister Chandrababu Naidu 
and the then pnme minister Deve Gowda 
(The Hindu, December 7, 1996, p 5). TDP 
ofllcials already believed that Gowda - a 
former chief minister of Karnataka - was 
partial to his home state at Andhra Pradesh's 
expense on the Aimatti dam dispute (The 
Hindu, November 23, 1996, p 5). Because 
of the southern slates' water disputes. 


Chandrababu Naidu preferred an In^nutlal 
northerner like IK Oiqral to be prime minister 
insleadofTamil Nadu'tG K Moopanar after 
the Gowda govemmeot fell on March 30. 

The 1996 elections, which decimated the 
Congress, left the southern states which are 
so crucial to the forging of a parliamentary 
majority in India with very little 
leprcicntation by national parties in New 
Delhi. Because the Bharatiya Janata Party 
is not yet a factor in that pan of the country, 
the already preponderant regional patties 
have assumed even greater importance in 
India's newelectoral equation. Thdrsupport 
is essential if the legislative coalitions that 
have become necessary in the post-Cotigress 
era are to be viable. Ironically, the regional 
parties that dominate the present coalition 
met resistance to thdrdemands from a finance 
minister who hails from Tamil Nadu and a 
chief minister who comes from Karnataka. 
Should they continue not to find a sympa¬ 
thetic response in the national capit^, the 
regional parlies that dominate the coalition 
- particularly those from the two south¬ 
eastern states - would have little reason to 
continue supporting the United Front 
government. 

Notes 

(This study wa.<i made possible by a gram from 
the Office of Iniemaliunal Relations of the 
Smithsuninn Instiiuiion. Washington, DC. It is 
part of a pn>|ci;l directed by Harold A Could 
which eiu^d SIX .scholars to observe and analyte 
the I llh general election. The grantees were M 
Bnxs( Uniuersily of Wasbii^iian). Sikata Banerjec 
(University of Lcthdridge), Viigina Van Dyke 
(University of Washington), Paul Wallacr 
(University of Missouri). Walter Hauser 
(University of Virginia), Arthur Ruhinoff 
(University of Tornnio), and Harold Gould 
(University of Virginia). In addition, others who 
contributed papers lo this project were Binny 
Prasad (University of Missouri), Pramod Kantha, 
(University of Missouri), and Ram Ashray Roy 
(Cemre for the .Study of Oevclopiiig Societies) 
The collect ion of papen isbeing published lerullv 
m consecutive issues. 

Revised vcniiin of a paper presenicd al the 
twenly-fifih annual conference on South 
Asia. The University of Wisconsin, Madison 
October 20. 1996. The auUioc acknowledges 
iuppon from the Smithsonian Institution 
Elevenlh General Election Project and ihe 
Uoiversiiy of Toronto which mode fieldwork in 
India possible ] 
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DISCUSSION _ 

A Question of Politics and Method 

Anupanu Rao 


THE recent response by Suhas Palshikar 
{EPW, July 26) to some points raised in my 
critique iEPW, February 22) of his earlier 
piece (‘Gandhi and Ambcdkar; When Shall 
the Twain Meet?’, EPW, August 3. 1996) 
occasions this clarification. Palshikar seems 
to read my critique as springing from an 
allegiance (o narratives of rupture and 
fragmented selfhood. Hence he goes to some 
length to prove the “...view of society as a 
collective of fragments’' (p 1918) as animat¬ 
ing my previous piece. 

I. had raised the question of politics and 
interpretation, asking how Gandhi and 
Ambedkar's political ihtiught was situated 
within (he largerconicxtofthcirnegotiadcins 
with colonial modernity and caste society 
That is a far cry from subscribing (u frec- 
floating notions of identity and difference 
Palshikar suggests that secular identity needs 
to counter “communal mega-idcniities" 
without celebrating “fragmentary identities“ 
(p 1918). Responding effeclively lo the 
fragmentation of dominated castes idaliis 
andbahujans)and communalisation requires 
a politics of identity, in this view. Are we 
lo assume that a fu.sion of Candhian and 
Ambedkarile projects will result in a 
harmonious ‘mcga-idcntiiy’ for our troubled 
times'? 

The mode of reading and analysis 
underlying these arguments is questionable. 
The mode of analysis here lifts an entire 
body ol thought out of its context, and renders 
It I'r.igmcnlary. How does (he task of 
comparison proceed if it engages in a 
superficial analysis of points of agreement 
and disagreement without tnhaNiing the very 
structures ol thtiughl and action that moved 
both Gandhi and Ambcdkar'’ 

A comparison of the thought of Gandhi 
and Ambcdkar i.s both desirable and 
necessary, to he sure It is useful for 
understanding the continuing tensions 
between an inclusive and exclusive politics 
of identity that aiumate electoral politics. 
For instance, a rc-rcading of their historical 
confrontation in the context of the recent 
reconfiguration of dalit-bahujan identities, 
andtheemerging contradictions within these 
groups, is an important subject tor analysis 
The problem in Palshik.v's analysis, rather, 
lies in the substitution of an optimism ol will 
for an optimism of the intellect. The fields 


of academics and activism are animated by 
different logics, and there is no easy 
transportability of concerns across them in 
the name of an emancipatory instincu The 
relevance of the past fur the present, the past 
in the present, must be argued with the 
greatest care and respect for the integrity of 
(he logics and structures that sustained lives 
and thoughts at a panicularhistorkal nnomenL 
This is the historicity that inheres in our 
confrontation with the present as it is inqMCied 
hy the past. Hence to argue (hat Gandhi and 
Ambcdkar shared certain altitudes to 
modernity, and religion begs the question as 
me I) (he routes through which such a conten¬ 
tion becomes academically salient, and 
(2) the politics of (he present moment that 
functions as the catalyst for these concerns. 
These are queslion.s of methodology. 

A comparaiise method should situate 
Gandhi and Ambedkar squarely within a 
political and discursive field, marking 
their divergence while showing the 
necessity of their ongoing conversation 
Ambedkar'.s ghost haunted Gandlii. and 
vice versa, but the precise relation of their 
agenda and interests needs careful speci¬ 
fication. We need to elaborate the (histo¬ 
rical) situation where the dilemmas of 
caste, community andcitixcnship inflected 
then confruntation, and pushed them tc 
adopt divergent paths In such a context, 
one might talk about the Gandhi- 
Ambcdkar debate as symptomatic of the 
coniradiciions ol colonial society. 

It tias been argued lhai in colonial India, 
caste functioned as an aberrant fonn of civil 
stviety.’ The question of political icpre- 
sent jtion and jeaste) reservation wascriocal 
to the very formation of the Indian nation, 
since it w .IS caste which had functioned as 
the symbol of India's backwardneu.and an 
impediment to its realisation of modernity 
and denmcracy. Debates about these issues 
were conducted within a colonial fiekt of 
interests, that tramed the loiger context for 
Gandhi and Ambedkar. 

Palshikar writes that emphasisin 
Ambcdk ar's demand for scpaiaae eloctorales 
and later for reservation cotrfuses his pdiDcal 
strategy for his theory, and would imply that 
he proposed communal representation C 
1918). Such a separation brtween tiraicfy 
and theory is unclear if, with Gnmact, w 
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understand theorising as a process that draws 
frumand reflects the material and intellectual 
conditions of its production.- Ambedkar's 
views on representation and reservation are 
theoretical if we understand that to mean the 
self-conscious elaboration of a broadly 
conceived problematic. In ihi s case his views 
pertain to his understanding of the coercive 
structures of Hindu society and strategies for 
their transformation, as well as the difficult 
problem of the question of (in)cqualily in 
the domain of citizenship. Ambedkar's 
thought displays a profound underslanding 
of the imponance of numbers in electoral 
politics and in advancing agenda of social 
justice and equality, for in.stancc. This, 
coupled with his intimate expcrienceof caste 
oppression, yields notions of the colonial 
field in late colonial and independent India 
which cannot he reduced to a demand for 
procedural equality. For Ambedkar questions 
of caste and democracy arc linked. 

Thcimpottanccof caste in electoral politics 
today suggests its continued salience as a site 
of active conlraJictton. If the category of 
caste already contains within it histories of 
dominance and .subordination, atrempts to 
dcpoliiicise it in the interest of some purer 
conception of struggle and emancipation arc 
misplaced. It is necessary, Iheretore, to work 
through existing divisions already wrought 
by caste before any unity cun be achieved. 
Toacknowledgcthis needrecognisescxisting 
fragmentation but neither affirms nor 
celebrates it. 

Intellectual history tnvol ves a detailing of 
the discursive idioms animating political 
figures. To say that Gandhi ai^ Ambedkar's 
agenda are shared accomplishes nothing 
substantive without specifying the raium 
d'etre of the comparative framework used. 
This involves questions of theory, method, 
andulti mat ely politics, since any suchendea- 
voor to compare two different theoretical 
agendas cannot be solved without recourse 
to latent or patent standards of assc.ssmenl. 
and refcnence to desired agenda of change. 
It is only by work ing from within adiscursive 
field that a problematic may be discerned. 
A theoretical argument cannot make claims 
as to the transparency of its author's intent ions 
and agendas. Ratheritmakesadetourthrough 
the apparent effects of the thinker's agendas/ 
tbougbl, pushing ted their understand-ing of 
rights and representation. Ambedkar. for 
instance, suggested that until the ritual 
pract ices that reproduced untouchabiiiiy were 
criminalised, dalits would continue to be 
treated uiyustly.Theshift from viewing uniaucha- 
bility as a religious prescription co seeing it 
as a crime was a critical moment in the 
c^ion of untouchability as a legal category. 
Bringing caste into.Uie realm of modernity 
created the possihifl^ttf its annihilation in 
the long run, and madcit rdevani for policies 
of redistributive justipe in the immediate 


future. For Gandhi. imml authority was seen 
to le^ in a (Hindu) community which discip¬ 
lined upper castes hy promoting the intense, 
intimate examination of the self as the locus 
of ethical action. This stress on self- 
fashioning provided the idioms chat would 
be used in a larger political field. For 
Ambedkar. on the contrary, caiteism and 
injustice would survive because they were 
maintained by larger structures that set 
limits on individual action. The kind of 
power Ambedkar recognised was ofa more 
coercive character than that residing in the 
intimate, intcrionsed spaces Gandhi 
valorised. Their analyses were thus 
complementary in some respects, while at 
the same time differing sharply in others. 
Both Gandhi and Ambedkar were forced to 
confront caste'.s reification under a colonial 
regime, which had simul-taneously emptied 
It of its prior meanings and articulations. The 
ways in which they did so were different. 
Gandhi upheld an idealised notion of caste 
devoid of power differences, while Ambedkar 


was keenly conscious of the many ways i 
which caste inequality could be moblUtei 
incomeinponrypolitics.'rheiruiidentandin 
of how caste worked alongside ctqiitatisn 
and modernity conse-quently led to divergen 
engagements with the struggles of thi 
independence era. The power of their idea 
and their status as theorists emerges best, i 
seems to me, when we can acknowted_ 
these differences. 

Notes 

1 See Nicholas Dirks. ‘History is a Sign of thp 

Modem'. Pnblir Culture, volume 2, numbe 
2, .Spring 1990; vnATheHolknv Crown 

Ethnohistury nfa Idnle Kingdom, Cunbridli 
University ihess, Csmbridp, 1986. 

2 See the section ‘The Study of Philosophy' ii 
AntonioGninsci, The Prison NotthiMiks.eiitei 
and translated by Quimin Hoare and Oeoffic; 
Nowell Smith, International Publishen, Nr 
York. 1971. pp .123-80. 

3 I am going to be restricted to iodicatinf a logic 
rather than fleshing out the argument piaperl; 
due 10 the lelf-imposed denumd for brevity ii 
this response. 
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Have the Rddmis Worked? 

A ptcUmiiisiy assessment of the economic Tefmms initialed in niid>199] 
shows a mix^ outcome so far. Overcoming the liquidity crisis the 
economy has broadly got back to the growth charted in the 1980 b. with 
a somewhat slower growth of the secondwy sector. The investment- 
GOP ratio baa improved, but with unfavourable compositional changes. 
Fiscal correction has been mainly due to a reduction in public 
investment and expenditure. Industrial recovery is partial and uneven; 
and public sector output and profitability have improved despite 
the policy shocks, though their sustainability seems suspect. 2M9 

Marathi Literature since Independence 

The history of post-war Marathi writing begins Avith a watershed in 
Maharashtrian cultinal history: the anti-bral^n riots of 1948 following 
Gandhi’s assassination. Ihe next decade and a half or so ending with 
the Second Five-Year Plan, the high watermaik of Nehruvian social- 
welfare-oriented capitalisim saw a decisive movement towards 
urbanisation, the full implications of which did not become a p p arent 
for a good decade after this period. But they were there and were 
felt and quite idten anticipate by Marathi writes and poets. 28SS 

Infoimatlon Infrastructure 

One of the current policy debates in India concerns the need for a 
national information infrastructure (Nil) and how it should be built 
A discussion of the key principles which a strong Nil should satisfy 
in order to yield the maximum impact on productivity growth 
in the economy at the lowest possible cost ZM 


Ctmgress Haven 

Going Against Ihe national patiem. 
the 1996 general electiom saw ibe 
* return of the Congress to power in 
Orissa after a lapse of a Jeemk. The 
elections were also notable for the 
emer g en ce of the BJP as a third 
force in the siMe’s potitics. In fact 
the growing popularity of the BJP 
contributed decisively to the 
Congress victory by cutting into 
the Janare Dal’s vote. _ 2893 

Mother Teresa 

Mother Teresa's work was part of a 
global entotprise for the alleviation 
^ bomgeois guilt rather than a 
genuine chaUeitge to the forces that 
produce and maintain poverty. 2858 

MandsmandHomoaesiialily 

Forms of espresiiaa of sexuaiby are 
always subordinale lo socid necessity 
and Marxiim. as an analydeal tool, 
has the capncily to comprehend and 
analyae the complex lateipliy of 
aex. gendm and dSu in capital ist 
and aoctaBii socteUca. 2i8< 

Dowry Havoc 

Thouiands of foniliea at the margin 
are betog driven to deapentton by 
the dowry qnten gRM^ ever 
more oppresrive. Legiihrtow has 
cwiny noi qhmi woiipiL jb9 


Finandol UbcralisathNi 

The high profile pnomotioo of 
fmancia] liberalisation has provoked 
a couruer-attack. It is asgiied that 
rtnancial repression may be d esto tbie . 
financial subsidies may be more 
effective than direct s ub s idi e s mad 
various financial market faduoeq may . 
justify some imervention. Where dom 
this ieave the poBcy-rodwr? 2889 

Justice by Encouiitm 

The policy of encoumen edopted by 
the police in Mumbei needs to be 
located wHhin a context in whidk 
not just the polkc, but the state ia 
deeply aheniied from the people 
and is simulianeausly beiag 
cfliBctivciy ‘privatisod*. _ 2848 

BJP’s New Face 

Alter Kalyan Singh’s oaup in UP. 
the BIP*! hesitaiian in breaking im 
Cottgrem and opady woridng out a 
oonsetvitive-oomm u nal aas erikMef 
dass and criminal foicee has 
fiaally been overoowe. gggy 

DtoenliroBcfaiacd 

A b di cat io n by the le^slaiBre of ha relo 
of MKhdof of tte pOQpte*! iOlOIMlI 
4Rd OOfVCCpQttdifll^ iscivHio to ^^0 
ooHcive p ow Mi of die 
have fanned in Ike cfliBdho 
m emiD c iiUBwowioioie^oPyWa eoBO ^ 








LETTERS TO EDITOR 


AP Government Directive 
against Academicians 

WE. the undersigned, are pained to learn 
about arecent directive by the Andhra Pradesh 
government that is in serious violation of the 
fundamental rights bestowedupon the citizens 
of India through its Constitution. Weaskthe 
' government toimmediately rescind thiadiiec- 
tive. at once institute corrective actions and 
appeal to felJow citizens to demand the same. 

It is repotted and widely publicised on the 
Internet across the world that the Andhra 
Pradesh government has issued a directive 
(No IS-3336/UEI2/97-1) to the universities 
in the state to take disciplinary action against 
faculty ■members and oth«' employees who 
are associated with the Andhra Pradesh Civil 
Liberties Committee (APCLC). a well known 
organisation solely devoted to the pieser- 
vation of human rights. The govemment 
apparently based its demand on a rule 
governing university employee conduct 
which bars emplayees from participation and 
holding official postdons in ‘poHtk^ parties’. 

(Consequently, various state universities 
have followed this directive by issuing loters 
to educators who are office boIdeTs in the 
APCLC requesting them to disassociate from 
the organisation. Five academics from 
Osmania, Krishnadevaraya and Nagarjuna 
univefsities have so far asked to resign 
from membership in the committee. 

We strongly condemn this ill<conceived 
directive and the foltow-up. This unprece¬ 
dented aetkm by the government and the 
state universities is extremely troubling on 
several grounds. 

(1) It is a clear violatioa of the right to 
fieixiomofassoctationeashrinedin Article 19 
of the Indian Constitution and Article 22 of 
the United Natioas International CovenatK 
on Gvil and Political Rights and Article 20 
of Universal Declaration of Human Rights 
to which India is a signatory. 

(2) This directive contravenes, in effect, 
the principle enshrined in the Universal 
Dedintion of Human Rightsthat “education 
shallbe dtrected to... stieogtheniQg of respect 
for human rights’’. It is either disingenuous 
or unimagintttve to expect educational 
institutiotis to be leading organs for the 
advancement of human ri^ts when the basic 
rights of educators themselves are not 
respected and sharply cwtailed. 

(3) This ditective is an attack agatntt the 
freedom of the ecfcicators to innovate and 
freely experiment with different viewpoims 
wiilKMii any fear of reprisal, a basic tenet to 
mmure cr^bte acadeituc envinHiment. It 
is very distressing that the university 
administrative,bodies, presumed to be 
autonomous arid indepemdent, have not 
protested. More unfortunate is their callous 
itdloiv up action. It isdiniciilt lo comprehend 
tM what olgective basis APCLC, a niaionally 
and inienntionally respected human rights 
organitatioii. can be construed to be a 


‘political party’ in the spirit and letter of the 
aforesaid conduct rule. 

(4) This directive, selectively targeted only 
towanb APCLC activists, make! us fiuther 
suspect that this js yet another excuse for 
stifling an organisation which hat brwn very 
vigilant and has been continuously exposing 
human rights virrlatiotu perpetrated by ^ 
state machinery. Comrary to the appaietK 
rationale behind this directive, we bdieve 
that the current turbulent polltictl climate 
in the state mandates tllb noed for a free and 
fearieu functioning oA human rights body 
like APCLC to zroloutly guard the rights 
of its citizens. 

(5) We strongly believe tlud this directive 
Is not only a blatant attack against APCLC 
and its members, but also sets a dangerous 
precedent to r^ulate the thought and freedom 
of expression on the university campuses 
and intimidate iriembers of the larger 
academic and inteliectual community for 
taking interest in any democratic movement. 


put twli rnfd^w tffli>rttr* s!t VI W iirf f tri ‘shut 
s n dto tim klsteaaBinbewofAPCLC WK l othe 
democrmic onanfsatkms. 

(d) Theadnmiiiaadveand prdioe offlclal 
should respect the Iqpd liny tatiora of thei 
powess and ftmctiosis and show reamint f 
their speech and dviHty in ifaeir ooodna 

(e) The police mscMnery immadiatel. 
sever any, however remote they mqr be 
links wilh the setf-styted armies like Oreei 
Tigers and take all the legal meeiuiec ic 
disarm them. 

Finally, we appesd to the fellow cittzeii 
of India to demand die same. We also tak- 
this opportunity to appeal to the govenunev 
and vsotous political patties and groups t 
respect human Hfeandputanendtovlolei 
attacks against ordlnaiy citizens. 

C SatMVAS AND 81 oniBi 
Appeal for Academicians Rights, 

27 Alpine Street, # 2, 

Malden, MA 02148, US. 


We believe this directive is an attack 
against APCLC at a lime when its memben, 
according to several newspaper reports, are 
already facing increased pressure, including 
death threats, from private armies like’Green 
Tigers’ rumoured to have links to the state 
police. We fully respect the duties and legal 
rights of the police. But if there is even an 
iota of truth to the rumoured illegality, we 
believe it not only violates the citizen's 
fuitdamental right to life and liberty but alio 
poses a grave danger to the democratic 
traditions and institutions of our country. 

We urge that: 

(a) The Andhra Pradesh government 
rescind the directive immedi^y. 

(b) The umversities withdraw the letters 
immediately and apologise to the individual 
academicians. 

(c) The government and police machinery 


Industrial Concentration 

THIS is with reference to my review c 
fiubutrial Concentratkm out Petfemmt 
by Uma 5 Kambhan^Mti (Sep te mber 21 
October 3). On page MSS I had stated ih 
“the market share of ITC in the cigatei 
market has increased almost continuous 
and today it stands at around 80 per cat 
The conect statement should have been ’ll 
market share of ITC in the cigarette mart 
has increased almost continuously from^ 
per cent in 1980-81 to around 64 per ci 
in l99S-96.Thecombined shares oflTCi 
VST, which can beconsidered to beiislerai 
cemt because VST is owned by the ITQ 
Group, trxlay stand at around 79 per ca 
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To the Highest Bidder 

T he chorus of praise for (he president's decision 
accompanied by the equally vociferous demand for 
the governor's removal over the UP affairs has drowned 
the rumblings about the other serious rumifleations of the 
recent developments in (hat state. Wc should surely 
welcome K R Narayanan's timely intervention to.compel 
the UF government to reverse its earlier decision to impose 
president's rule, as well as regard with deep suspicion the 
role of Romesh Bhandari (who has earned a notoriety for 
his politically partisan role, in Tripura in the past where 
he toed the line of the ruling Congress at the centre, and 
more recently in UP where he appeared to be too eager 
to please Mulayam Singh Yadav, the defence minister of 
the ruling Unfted Front.) But all this should not blind us 
to the basic crisis in tbe system - a total collapse of 
ideological commitments (of any brand), not to speak of 
social morality, that is paving the way for the emergence 
of the type of politicking (for purely personal gains) as 
distinct from politics, that we witnc.sscd on the floors of 
ihe UP assembly. 

The ease with which legislators from almost all (he 
political parties switched over their loyalty to the BJP 
within a few hours says a lot about both the nature of the 
politics and the organisational discipline of these parlies. 
The Congress leads with the largest number of defectors 
from its flock of MLAs in the UP as.scmbly. Led by Narj:sh 
Agarwal. who comes from a traditional Congress family, 
[)(> less than 22 Congress MLAs, chose to throw their 
vcight behind the BJP. As for the BSP MLAs, who were 
lupposcd to be dedicated to the cause of the emancipation 
>1 their dalit compatriots and strictly disciplined by their 
eaders (the Mayawati-Kanshi Ram duo), 12 from among 
hem .supported the newly installed BJP chief minister 
(alyan Singh, in spite of his public announcement (hat 

t is government would reverse the operation of Ihe 
chedulcd Castcs-Scheduled Tribes Act - a move that 
Aversely affects the interests of the dalits, whose votes 
the last election helped these erstwhile BSf* 
^presentatives to become MLAs. Even the Janata Dal 
^hich i< represented by no less a person than the prime 
inotcr in the United Front government at the centre) lost 
ree of its MLAs to the BJP. 

These defectors have not found it necessary to come out 
|th any political justification for their decision to leave 
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their respective parties and support the BJP. Such a 
requirement may appear irrelevant in the context of the 
manner in which elections are fought in states like UP and 
Bihar in particular - where the muscle power of the 
candidates counts more than their political ideologies or 
moral credentials, and as a consequence the legislatures' 
are filled with those known in Indian criminology as 
‘history shceters'. It is yet to be seen whether the election 
commissioner's latest directive to bar such characters 
from contesting elections will remove them from the 
legislatures and halt the degeneration of parliamentary 
politics in future. 

It is not only the entry of criminals in legislatures, but 
also the behaviour of veteran politicians of repute that 
had contributed to this degeneration. Since the late 1960s, 
following (he end of Congress monopoly in state 
legislatures, both the Congress and the opposition 
parties had begun to vie with each other in seducing 
MLAs to their respective folds to achieve a majority on 
the assembly floor - a trend for which (he late Congress 
leader Y B Chavan invented the term ' Aya-Ram-Gay a- 
Ram' (to describe legislators joining one party and deser* 
ting it the next day for another for better prospects). 
The 'Aya-Ram-Gaya-Ram' phenomenon has assumed 
menacing proportions today, the extreme manifesiatioa 
of it being the latest performance in the UP legislature. 
It is the absence of any mechanism of public account¬ 
ability from these elected legislators that allows them to 
cross floors at their will, and indulge in the type of 
brawls that mark (he proceedings of legislatures. While 
there is no law to empower the voters to recall their 
representatives if they find them departing from th^ 
political commitments (for which many among them 
might have voted), the anti-defection law has been 
rendered toothless by its built-in loopholes through 
which these apolitical and amoral legislators caa 
easily switch over their loyalties to the highest bidden 
in (he 'Aya-Ram-Gaya-Ram' game. The BJP has made uau 
of this game in UP and succeeded in installiug 
Kalyan Singh as its chief minister there. But given tbe 
cut-throat rules of (his nefarious game, how long can be 
remain in that post, threatened as he is with new 
combinations and realignments emerging amoug bis 
opponents? 
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IMF QUOTAS 

IWo Steps Back 

THE IMF/World Bank annual meeting, in 
Hong Kong this^ear, could not be altogether 
'dismissed os having been all talk and no 
action. At long last there was agreement on 
increasing the IMPs total quotas by 45 per 
cent. The size of the quota increase hod 
a matter of dispute for some years. In the 
past the dispute was linked to the manner 
of increase in individual country quotas. 
Should it be on the basis of the existing 
quotas? The decision now is that 75 per cent 
of the overall increase will be distributed in 
proportion to the existing quotas and 15 per 
cent on the basis of quotas calculated on the 
basis of 1994 data “so as to better reflect 
the relative economic position of members”, 
with the remaining 10 per cent being 
distributed among members whose current 
quotas are “out of line with their present 
positions in the world economy". India's 
publicly sfated position on the distribmiun 
of the propo.sed increase was obviously nut 
found acceptable by those who dominate 
decision-m^ng in the IMF/World Bank 
and whose ideas on what represents ‘the 
relative economic position' of a member 
country are what matter. Olhcrwi.se why 
should India's share of IMF quotas go down 
IS aresult of the latest increase? In fact, given 
that th»overall increase in GDP of the third 
world has in the past decade or so exceeded 
that in the developed world, the former's 
share in total quotas should, following the 
formula suggested by India, have improved 
and not declined, as it has under the Hong 
Kong dispens^ior.. 

In fact, that the quota increase should have 
gone proportionately more in favour of the 
%iid world countries could be argued even 
on the ground that it is now only the third 
world members of the' IMP that need the 
organisation's support from time to time. 
Htb any develop^ country resorted to the 
IMF in the past quarter of a century? The 
developed meniher countries have devised 
their separate mechanisms to deal with their 
ptqmienu problems. Even the so-called GAB 
(which now stands redesignated as NAB) 
has remained in cold storage insofar as the 
developed member countries go. While the 
IMF has thus become a virtual lender of the 
last resort to only third world countries, the 
vulnerability of these countries to payments 
disequilibrium has also increased. But for 
these counttiei to have increased access to 
assistance, particularty multilateral assis¬ 
tance, it is necessvy not only to improve 
ooneapondingly the overall ability of the 
mnkilateral institutions to come to their 
assistance but also to review the criteria on 
the basis of which such aisistance can be 
availed of. Sinceindividualcountrics' quotas 
areihe basis for detetmiiring their endtlement 
10 asainnee from the IMF, there is a strong 
case for revising them appropriately. 
However, what has happened as a result of 
the latest decision on quotas is tfiai while 


the overall total has gone up. iitadequale 
though even tlua increase is, the share of the 
membets who would be in most need to make 
use of the enhanced quotas would have come 
down in relative terms. It really amounts to 
taking two steps backward while taking uhe 
step forward. 

'That the IMP quota increase of 45 per cent 
(by $90 bn) is grossly inadequate has also 
to be seen in the'eontext of the enormous 
growth of international financial flows. While 
To years back the amounts that passed every 
day through currency traders in the three 
major international flnancial cenliea. New 
York, London and Tokyo, were in the region 
of $200 bn, today they add up to not less than 
$1.2 trillion. Private capital flowing into the 
so-called emerging markets in 1996 was 
e.stimaled at $336 bn against $50 bn in 1990. 
It is interesting to note that in the context of 
the latest Hong Kong stock market turmoil, 
speculation is centred on not whether the 
stock market will recover aitd how soon but 
on whether Hong Kong with its own reserves 
of $90 bn and the backing of some $120 bn 
in the mainland's foreign exchange reserves, 
will be able to ride out the attack on the Hong 
Kongdolliir. Not that Hong Kong'smonetaty 
authorities will not be able to weather the 
storm, but it is significant that doubts should 
have arisen in this regard and this is certainly 
televant when we assess the adequacy of the 
IMP quota increase of a mere $90 bn. It is 
a piffle, to pul it mildly, and mocks at the 
role envisaged for the IMF in helping nsember 
countries to achieve a reasonable measure of 
.stability. 

PRASAR BHARA'n 

Hurdles to Cross 

IT .ippeani that the much awaited Prasar 
Bharati is about to be delivered after seven 
years of elephantine birth pangs. Conceived 
in 1990 during the regime of V P Singh, it 
could not see the light of the day because of 
differences over a number of provisions in 
the proposed bill to set up an autonomous 
body (F^sar Bharati) for radio and television. 
The union minister for broadcasting and 
information has now come up with an 
ordinance scrapping some of the obJectionaMc 
provisions, including one that sought to 
impose a 22-iiiembcr committee of MPs on 
Prasar Bharati to supervise its functioning. 
The ordinance has also made several 
amendments to the original bill in order to 
vest the proposed Prasar Bharati Corporation 
with more autonomous powers (e g, to fix 
fees and other service chaiges) ^ provide 
for perpetual leasing of Oooidarshsn and All 
India Radio property and assets to the 
coipoTMion. The oidinance has further tried 
to clear the confusion that prevailed over the 
respectiveroiesofthe Broadcasting Authority 
of India (BAD and the Prasar Bharati Board. 

It is now understood that while the inner will 
reflate the media environment, the former 
will handle public service broadcasting- But 
one question still remains to be answered. 


V't-' • J •' 

Since tlie charter of Prater 
that it la the cqjrtodian of all tbit air waves 
in the coimtry, w}Bt will be the ttatw of 
BAl na a licenaing authority for air waves? 

Although a wticome itep towards the 
emancipation of All India Radio and 
Doofdarshan from the obnoxiouscofltrol c 
the government and their tranaformariotij 
into autonomous bodies, the Praaar.t 
ordinance ia yet tocrosi a number of h 
before it beromea an act Indicadoni 
that when partiomem meeix for jhe winta 
session to pass it, a large numbtf of I 
- both from the opposition and Ihe treasuryl 
benches - are likely to raise a hue and cryj 
ostensibly on the plra that the announcemen 
of an ordinance on such an important maitei 
when parliament was not in 
amount to breach of pri vil^e. Their ret 
objection however is to the scrapping of ih 
MPs' committee that was provided for i 
the original act. Many politicians fear t 
in Ihe absence of such a comminee, th 
wi II no longer be able to coerce Doofdarsh 
authorities to give publicity to their ina 
speeches in parliament and ppmpnui 
postures in public meetings - the staple (ix 
with which the viewers are fed 
Unvyilling to let go their control, they \ 
possibly put up astiffreststancein pariia 
to ensure their supervision over Doordarslu 
programmes in one form or another. 

Besides, the tussle over the nominaiia 
of the third member (the flrsi being i 
Riyya Sabha chainnan Krishna Kant: 
the second the Press (Council chain 
justice P B Sawant) for the sell 
committee which is to appoinj the I 
Bharati Board is yet to be retiotved.' 
capital's grapevine has it that there i 
dispute over the issue between the pna 
minister and Ihe information 
broadcasting minister, the former prefem^ 
the chairman of a leading policy.reseai 
organisation in the capital and the I 
retired Supreme Court judge. Muchdepcal 
on the composition of the seleciit 
committee which will appoint the I 
Bharati Board to oversee the functioniit 
an autonomous public broadcasting sysi 
How far will the board members I 
independent of poNtical pressures an(l|| 
able to protect the autonomy of All liii| 
Radio and Dooidatshan? 

GUJARAT 

Patchwork Ministry 

THOUGH the Gujarat unit of Ihe Coaffi 
Party finally succeeded in removM 
Shankersinh Wagheli from ckif 
ministership, its operation iKkd 
swiftness and smoothneu of party p(cu4 

Sharam Kesri' s manoeuvre intatnovtitfl 

(hen prime minister H D Deve 
the cetilre.Thedeciaionto withdraw sim 
to Wagheia did not come at a bolt fr<M 
btueshwe theCmtgnaaaUteunft had am 
reached (bis coocluikNi two montlu ^ 
and was widting for a nod ftofn (hr 
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high oowlmiiod, Monovo^. wheitiillimttely 
■he ^floa to pattcoi^Mity with WagMa 
wai takan, it wu really influenced by the 
han>eningi in Uttar Pngleih, and at the 
Kcnarioin UPchanged thepoiitica] lituation 
in Gujarat too underwent a confuted 
irantformatton. 

Ifit was the jmident'i tagaciouincss that 
averted a conttitulional diiatter in UP, it was 
Gujiuat ^vernor Krishna Pal Singh's use 
of his discretion to aliow Waghela seven 
days to prove his majority on the floor of 
the house which averted a political fiasco 
lor the Congress and the Rashtriya Janata 
Party (RiP) in the state. With Kstyan Singh 
succe^ing in cobbling together a minority 
in the UP assembly by breaking up the 
Congress in the state, the prospect of having 
to contend with an upbeat and aggressive 
Bharatiya Janata Patty (BJP) in Gujarat had 
ranted the Congress and the RJP. While by 
choosing Dilip Parikh as chief minister. 
Waghela and the Congress have been able 
In win a reprieve for themselves for the time 
being. Parikh is nonetheless in a weaker 
position than Waghela since he will be 
obliged to accommodate various political 
groups who hate grown assertive in the 
Inicnm period following the destabilisation 
the Waghela government. While the 
ndependents led by Bhura Munjha Jadeja. 

I shady character from Porhwder, are 
lemanding ministerial berths, the absence 
it Chhabildas Mehta and several other Con- 
-rcss legislators during the swearing-in of 
Jilip Parikh-while Waghela shared the dais 
viih Parikh and the governor - was a veiled 
eiicraiion of their demand for a share in the 
overnment. The demand has ominous 
nplications tor the Congress leadership 
ficr its experience in UP where 22 party 
gislaturs led by Naresh Aggarwal crossed 
ver to the BJP lured by prospect of 
iinisterial positions. 

The turn of events in Gujarat has not only 
.-ought out the strains within the Congress, 
jt also unmasked for the un^eenih lime 
.c political opportunism of thie BJP. After 
'ling success in UP, the BJP has thrown 
'.ly Its facade of value-based politics and 
i' been seen in Delhi and Gandhinagar as 
,-crcagcr to grab power by whatever means 
can 1'ill the day when Waghela reram- 
-aided dissolution of the assembly,'l9JP 
esidcni L K Advani had been proclaiming 
s pany's readiness to face elections to 
cure a clear rnmdaie in its favour. But the 
allnwncss of the BJP's posturing was 
posed When, sensing a iccosciliuion be- 
ceil the RJP and the Congress, the pany 
^nged track and began to woo the 
grumled Chhabildas Mehu to fonn a 
vernmeni. It even approached the 
aifucied Aimanun Patel of the RJP who, 
may be recalled, was allegedly stripped 
tmnt of Aial Behad Vajpayee by the VHP 
^l^ert in an incideM which had predpi- 
d ihc break-up of the BJPiDOujaral. Thai 
se moves did not saoceaditamthermauer, 
<hey once again leveated the BJP in iu 
■ colours. 


UTTAR PRADESH 

,Caste Equations 

THE legislative majority that the socially 
fragmented mass-politicaJ arena of UP was 
unable to fiimi sb has been contri ved through 
party-political reconfigurations in the 
hung, but palpably robust, state assembly. 
TIim reconfigurations, though effect^ 
through the inducements of office that 
incumbency afforded and the circumven¬ 
tions of statute that an obliging presiding 
officer ratified, nevertheless conform to the 
pattern of politics emerging in the stale. The 
Bahujan Samaj Party's tacticai compulsions 
proc^ from the caste icalignmenu in the 
state, hastened largely by its own efforts to 
consolidate the dalit base through the 
vigorous and targeted dqiloymeiM of the 
administrative resources the party 
commanded for six months. 

The BSP's seemingly precipitate with¬ 
drawal of support to (he BJP government 
was. quite evidently) an extension of ihe 
altcmfU prior to the lermination of Mayawati's 
tenure to pre-empt the installation of Kalyan 
Singh as chief minister. On that occasion, 
I he Lalj i TaiKlon- Kalraj Mishra combiiie had 
sought to exploit the BSP's antipathy to 
Kaiyan Singh to bolster their leadership 
claims. The endorsement of his leadership 
that Kalyan Singh secured from the BJP’s 
national leadership disrupted the tandem 
moves by the BSP and the anti-OBC faction 
of the BJP only temporarily. The structural 
logic of the dalit-OBC conflict dictated a 
renewal of Ihe efforts to dislodge. Kalyan 
Singh, engrossed in retrieving, through 
retribution, lost political ground. The 
stridency of the BSP's criticism and the 
intransigence of the Kalyan Singh 
administration had necessarily to culminate 
in the withdrawal of support by the former 
to renegotiate achange byexploiting factional 
divisions in the BJP. 

The abject failure of that exercise and the 
subsequent split in (he BSP's ranks, express 
the predicament confronting the dalit 
leadership in north India. Until such time as 
the BSP is able to forge a wider social 
alliatKx, its existence as a factor sufTicicntly 
influential to attract political alliance is 
cuniingeni on the protraction of a conjuncture 
that cannot yield legislative majorities. 
Consequently, even as it set out to husband 
its current social base, through (he pursuit 
of exclusively dalit agendas, it bad to ensure 
the continuance of the delicate equilibrium 
in the state so as to pnevent an upper-caste 
coiuolidalion.‘Hie pMy was clearly unequal 
to that usk. for its excessive enthusiasm in 
this regard set in motion the very proceu 
that could potentially subtract from its 
polilical relevance and culminate in its own 
itolalion. 

The devetopmciitt in the Coi^ress, BJP 
and SP ait perhaps not unrelaied to this 
emerging trend, and point to the poesibilHy 
of resolving the polWcai jldemate i^P. 
ifihe tppoinunewof N D nwari as UPCCXD 


president was the typically meaningless 
jolutton devised by the Coofress leadership 
to arrest the depletion of its upper-caue base, 
the recent chatigein the BJP* s stale leadenhip 
can be praumed to have similar motivations, 
given the indications ofupper-castealiesalion 
from the party, contequem on iu*allianoe 
with the BSP. The BJP's anxieties in thto 
regard are, perhaps, best reflected in the 
elevation of Rajnath Singh as president of 
the stale unit, a move that assumes sigid- 
flcance in Ihe light of Mulayam Singh 
Yadav’s assiduous cultivation of the 
disgruntled thakur lobby, through his 

henchman, Anur Singh. Tbareconfiisnhon 

of Ihe UP assembly in the course of Ihe trust 
vote is consistent with the incipient upper- 
caste, paiticulariy thakur. consolidilioa The 
unification of the thakur lobby that has been 
i n the maki ng i n U P, through the iiiMy nypiH 
sammelans over the last few months, some 
of them addressed by Mulayam Singh Yadav. 
prompted, just prior to the assumption of 
office by Kalyan Singh, a meeting of rajput 
MLAs. cuning across party tines, protesting 
the neglect of their caste's interests. Uk 
same sol idariiy of caste interests was evidran 
in the pteponderence of rajputs, again cuitiiig 
across pany lines, among the MLAs who 
crossed the floor of the house to provide 
Kalyan Singhamajority. Should the drfection 
in legislature rally the thakur lobby b^nnd 
the UP, a more decisive electoral outcome 
can well be amicipMed. But for that the BJP 
will have to resolve the coiuradictiaa of 
having simultaneously to appease the upper 
castes and retain its bme amoeiHhe OBCs 
to ensure division of the intermediaie casK 
vote. Failure to effect this leconciliadoawiD 
provide (he SP the purchase it has been 
seeking and an OBC consolidation of Ihe 
kind that obtains in Bihar will be its obvious 
consequence. 

The turn of events in (1* could hold 
impfications for the course of politics at liw 
centre in the near future. The BJP hav been 
sufficiently enthused by its success in UP 
to incorporate the 'cash andcarry* principle, 
perfected by the Congress, as a routine 
aspect of its politics. The paity-in-wailiRg 
cannot, after all. keep its office-ieekiiig 
legislators in a permanent state of expect¬ 
ancy. Given the inadequacy of hindura m 
a cohesive electoral plank, the grand social 
alliance (hat the BJP had sought to oigwhir 
on thaubasis may, in the event, well have 
to be appropriately pruned and secured 
through (he judicious diiuibution of putty 
posts and public office, on the lines execu¬ 
ted in UP. And, as the BlPreimroducea into 
Ihe polity Ihe stratagems and devices IhM 
had appmued to have become as ir reJ evato 
as (he Congress, (he UF, if it has to l e mah i 
a durable force, will have to expand ito 
social base beyond the preoccupatim wMi 
OBC and Muslim votes, whidi is what 
currently constitutes its vision of social 
Justice. Porthe result appeanto be lewidMl 
to the kind of tokenism that secuiea the 
elevation of anfvuie daKts to Ihe iln e cu rea 
of slate. 
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IMF QUOTAS 

IWo Steps Back 

THE IMF/World Bank annual meeting, in 
Hong Kong this year, could not be altogether 
’ditmiued as having been all talk and no 
action. At long last there was agreement on 
increasing the IMFs total quotas by 45 per 
cent. The size of the quota increase had been 
a matter of dispute for some years. In the 
past the dispute was linked to the manner 
of incTcase in individual country quotas. 
Should it be on the basis of the existing 
quotas? The decision now is that 75 per cem 
of the overall increase will be distributed in 
proportion to the existing quotas and 15 per 
cent on the basis of quotas calculated on the 
basis of 1994 data "so as to better reflect 
the relative economic position of members", 
wfth the remaining 10 per cent being 
distributed among members whose current 
quotas are "out of line with their present 
positions in the world economy". India's 
publicly slated position on the distribution 
of the proposed increase was obviously not 
found acceptable by those who dominate 
decision-making in the IMFAVorld Bank 
and whose ideas on what represents the 
relative economic position’ of a member 
country are what matter. Otherwise why 
should India's shtue of IMF quotas go down 
aaaiesult of the latest increase? In fact, given 
that timoverall Increase in GDP of the third 
world has in the past decade or so exceeded 
that in the developed world, the fonner's 
share in total quotas should, following the 
formula sagged by India, have improved 
and not declined, as it has under the Hong 
Kong dispensation. 

In fact, that the quota increase should have 
gone proportionaiely more in favour of the 
thini worid countries could be argued even 
on the ground that it is now only the third 
world members of the’ IMF that need the 
organisation's support from time to time. 
Hik any developed country resorted to the 
IMF in the past quarter of a century? The 
developed member countries have devised 
their separate mechanisms to deal with their 
nyraeiitsproUefns.Eventhe.so-calledGAB 
(winch now stands redesignated as NAB) 
hu retnaitied in cold sior^ insofar as the 
developed member countries go. While the 
IMF has thus become a virtual lender of the 
asl resort to only third world countries, the 
vulnenbility of these countries to payments 
disequilibrium has also increased. But for 
bese countries to have increased access to 
itsistaace. particularly rouhilaieral assis- 
aaoe, it is necessary not only to improve 
aotre^iondii^y the overall absHty « the 
wuflilitrral institotiont to come to thdr 
inittaiioe but also to review the criteria on 
ho hoHs of which such assistance can be 
voHed of. Since inch vidual oouitfries'quotas 
nette basis for determining thdr endtlcfnent 
mihtaarr from the IMF, there to a strong 
lie Car revising them appropriately, 
fowever, wlm has happened as luesuk of 
le laieat decision on quotas is into while 


the overall total has gone up, inadequate 
though even thd increase is, the share of the 
memben who would be in most needto nuke 
use of the enhanced quotas would have come 
down in relative terms. It really amounts to 
taking two steps backward while tddng ode 
step forward. 

'That the IMF quota increase of 45 per cent 
(by $90 bn) is grossly inadequate has also 
to be seen in the'eonlext of the enoimoua 
growth of international financial flows. While 
To years back the amounts that passed every 
day through currency traders in the three 
major international financial centres. New 
York, London andTokyo, were in the region 
of $200 bn, today they add up to not less flian 
$ 1.2 trillion. Private capital flowing into the 
so-called emerging markets in 1996 was 
estimated at $336 bn against $50 bn in 1990. 
It is interesting to note that in the context of 
the latest Hong Kong stock market turmoil, 
speculation is centred on not whether the 
stock market will recover and how soon but 
on whether Hong Kong with its own reserves 
of $90 bn and the bucking of some $120 bn 
in the mainland's foreign exchange reserves, 
will be able to ride out the attack on the Hong 
Kong dollar. Not that Hong Kong's monetary 
authorities will not be able to weather the 
storm, but it is significant that doulns should 
have arisen in this regard and this is certainly 
relevant when we assess the adequacy of the 
IMF quota increase of a mere $90 bn. It is 
a piffte, to put it mildly, tmd mocks at the 
roleenvisag^ for the IMF in helping member 
countries to achieve a reasonable measure of 
sudiility. 

PRASAR BHARATI 

Hurdles to Cross 

IT appears that the much awaited Pratar 
Bharati is about to be delivered after seven 
years of elephantine birth pangs. Conceived 
in 1990 during the regime of V P Singh, it 
could mH see the light of the day because of 
differences over a number of provisions in 
the proposed bill to set up an autonomous 
body (PtasarBhamti) for radio and television. 
The union minister for broadcasting and 
information has now come up with an 
ordinance singiping some of the objectionable 
provtoioiu, including one that sought to 
impose a 22-member cotomittee of MPs on 
Prasar Bharati to supervise its functioning. 
The ordinance has also made several 
amendments to the originiii bill in order to 
vest the proposed Prasar Bharati (Dotponikm 
with more autonomous powers (e g, lo^fto 
fees and other service ciwgga) and proii^ 
for perpeiu^ leasing of Dooctiiinlian and All 
India Radio property and hwtit to the 
(Xtrpofarion.'The ontmance hM Ibfther tried 
to clear the confusion tint prevailed over the 
mspectiveroletoftiwBnMdcaitiivAulhatity 
of India (BAD and the naaar Bharati Board, 
it is now undentuod that while the latter will 
re^tiaie die media environneM. the fanner 
will handle public service broadcasting. But 
one questmi still lemsiM to be sns nie w d. 
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Since the charter of PjraHeB|wtoB;,sliitos- ’ 
that it to the cqstotBaii.of all the atr aiavai . 
in the cobmry. whtt tofll be the stattii of 
BAI as a licensing Mthority for air waves? 

Although a welcome step towards Iha 
emancipation of All India Radio and 
Doordarshan from tile obnoxious contiol of 
the government and thdr trensrormation 
into mrtononious bodies, the Prssar.Bharati 
ordinanceisyettocrossanumberofhuidlcs ' 
before it becomes an act. Ipdicatious are < 
that when pariiamou meets for jlie toiiWer. 
session to pass it. a large number of MPs 
- both from the opposition and the tieaiuiy 
benches - are likely to rdse a hue and dry, 
ostensiblyon the piM that the mnouncemeat 
of an ordinance on such an important matter 
when parliament was not in session 
amount^ to breach of privilege. IHidr real 
objection however is fo the scrapping oCtbe 
Mft’ committee that was provided for in 
the original act. Many potiticians fear that 
in the absence of such a committee, they 
will no longer be able to cocmDoordanlian 
authorities to give publicity to thdr inane 
speeches in parliament and ppmpout 
postures in public meetings - the sufdediei 
with which the viewen are fed today. 
Untyilling to let go their contrd, (hey wHi 
possibly put upastiffresistance in pnritonMiit 
tocnsurethdrsupervisionoverOoocdanhm 
programmes in one form ur another. 

Besides, the tussle over the noninatioi) 
of the third member (the first bdng the 
Riqya Sabha chairman Krishna Kmt and 
the second the Press Coundl chainnan 
justice P B Sawant) for the seleciioa 
commKiee which is to appoin} the Prasar 
Bharati Board is yet to be resolved. The 
ca{Htal's grapevine has it that there is a 
dispute over the issue between the prime 
mini.stcr and the information and 
broadcasting minister, the former preferring 
the chairman of a leading policy.jeseaich 
organisation in the capital and the latter a 
retired .Supreme Court judge. Muchdcttends 
on the composition of the lekMion ' 
commiliee which will appoint the Prasar 
Bharati Board to oversee the fimcti^ng of 
an aut<)nomou.s public broadcastbfgsysiem. 
How lar will the board members be 
independent of political i»essures and be 
able to protect Uw autonomy of ^1 India 
Radio and Ooordarshan? 

GUJARAT 

Patchwork Ministry 

t 

THOUGH the Grijarat unit of the Congtew 
Party rinally succeeded in removing 
Shankerainh Waghela from chief 
ministerthip, iU operatirw lacked the 
awiRnessaitd im ooili nes aofpitttypieildetii 
Sitartm Kesri's cnMueuvramlemoving ^ 
tiien prime nfiintoter H D Devc Oowda m 
tiKcentre.'ThedeetoiontowilhdritwiopfM** 
to Waghela <8d not come m a boH Bom thr 
MussinceiiieCoiitPeaBaimsaaillaaltfready 

icachod tbto eenchiiloii two m ondt a ago 

and waa wAlaf for a nod ftam die paff 
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hi^ooi^i^: kdloiM^'wlwQahimii^ 

the dad<tW4(li«M ettaveay with We^a 


waa taken, it waa tealiy innuenced ihe 
happeniap in Uttar Pnade^. and at the 
scenarioinUPehaRfedthepoitticaisItuatidn 
in GujarM tno underwent a confuted 
trensformation. 

if it wu the pretident> tagadousness that 
averted a conctittiiional ditatter in UP, it was 
Gujarat governor Krishna Pai Singh's uie 
of hit (Utcretion to allow Waghela seven 
days to prove hit nudortty on the floor of 
the houie which averted a political fiasco 
for the Congreti and the Rashtriya Janata 
Party (RIP) In the stale. With Katyan Singh 
succeeding in cobbling together a majority 
in the UP assembly by breaking up the 
Congrats in thesiatc, the prospect ofhaving 
to contend with an upbeat and aggressive 
Bharatiya Jarutta Party (BJP) in Gujarat had 
rattled the Congress and the RJP. While by 
choosing Diiip Parikh at chief minister, 
Waghela and the Congress have been able 
to win a reprieve for themselves for the time 
being. Parikh is nonetheless in a weaker 
position than Wagtiela since he will be 
obliged to accommodate variou.s political 
groups who have grown assenivc in the 
interim period following the desiabilisaiion 
of the Waghela government. While the 
independents led by Bhura Munjha Jadeja, 
a shady character from Porbandrr, arc 
demanding ministerial berths, the ab.sence 


of Chhabildas Mehta and several other Con¬ 
gress legislators during the swearing-in of 
Dilip Parikh- while Waghela shared (he dais 
with Parikh and the governor - was a veiled 
reiteration of their demand for a share in (he 
government. The demand ha.s ominous 
implications for (be Congress leadership 
after its experience in UP where 22 party 
legislators led by Naiesh Aggarwal crossed 
over In the BJP lured by prospect of 
ministerial positions. 

The turn of events in Gujarat has not only 
broughlout (he strains within the Congress, 
but also unmasked for the umpteenth time 
the poltUcal opportuni.sm of the BJP. After 
tasting success in UP, the BJP has thrown 
away its facade of value-based politics and 
has been seen in Delhi and Gandhinagar as 
ovetca^r to grab power by whatever means 
It can. Tin iIk day when Waghela re^m- 
mended dissolution of the assembiy.'uJP 
pRsibeni L K Advani had been proclaiming 
his poty’s RMdinets to face elections to 
secure a dear mandate in its favour. But the 
shallowneu of the BJP* a posturing was 
exposed When, sensing a reconciliation be- 
iweeu the RJP and ihn Congress, the party 
changed (rack and began to woo the 
disgnimicd Chhabildas Mehte to form a 
government. It even approached the 
disaffected Atmaram Pnel of the RJP who. 
II may be recalted, was allegedly stripped 
in frontof AnlleM Vglpeyw by the VHP 
supporten in an lackbnt which had precipi- 
Uiedihebnak-tvoflheBJPinCujarai.ThBt 
these movei did AM taeeaad it another nutter, 
but (Hey once again revealed the BJP in its 
tme colouia. 


intAR PRAbki^k 
,Caste Equtitioiu 

THE legislative mi^oiity Chet the socially 
fragmeiued mass-political arena of UP was 
lUiAle to ftimish hu been contri ved thrtMgh 
party-political Feconfigorations in the 
hung, but palpably robust, slate assembly. 
Thew reconfigurations, though effect^ 
through the indueeinentt of office that 
incumbency affbrded and the circuroven- 
tions of statute that an obliging presiding 
officer ratified, nevertheless conform to the 
pattero of politics emerging in the state. The 
Bahujan Sami^ Party's tactical compulsions 
proc^ from the caste reaiignmenis in the 
state, hastened largely by its own efforts to 
consolidate the daiif base through the 
vigorous and targeted deployment of the 
administrative resources the party 


ptsildett was the typicifly meaningless 
sohidon devised by die Confess leedmh^ 
to arrest the depledoH of hsuppcr-c ssteb s ie . 
tbereoetitdiai^iiitheBJP'saMeleAdeniiip 
canbe presum^to htvesiinilwinadvadaiis. 
given theindicMionsorupiicr-caaeancMtian 
from the party, consequent on its'elUaiwe' 
with the BSP. The BJTs anxiedet In this 
regard ate, pertapi, best refl ected in the < 
elevation of Riyneth Singb is p resi dent of 
the state unit, a move that assumes signi¬ 
ficance in the light of Mulayam Singh 
Yadav's assiduous cultivation of ^ 
disgruntled thakur lobby, tbroegb bis 
henchnian.AmarSitigh.Thtreconflgiimdon 
of the UP assembly in the cDuiK of (he trust 
vote is consisteni with the incipient upper- 
caste, particularly thakur, crmsoUdadoii. The 
unification of the thakur lobby Hut hae been 
inthe making in UP, through(te manye^pat 
sammelaiu over the Iasi few months, some 


commanded for six months. 

The BSP's seemingly precipitate with¬ 
drawal of support to the BJP government 
was, quite evidently, an extension of the 
attempt prior(othelerminationorMayawati’s 
(enute to pre-empt the installation of Kalyon 
Singh as chief minister. On that occasion, 
the LaljiTandon-Kalraj Mishracombine had 
sought to exploit the BSP's antipaiby to 
Kalyan Singh to bolsier their'leadership 
claims. The cndonctncnt of his leadership 
that Kalyan Singh secured from the BJP's 
national leadership disrupted the tandem 
moves by the BSPand theanti-OBC faction 
of Che BJP only temponrily. The ttnicturil 
logic of the datit-OBC conflict dictated a 
renewal of the efforts to dislodge. Kalyan 
Singh, engrossed in retrieving, through 
retribution, lost political ground. The 
stridency of the BSP’s critidsm and the 
intransigence of the Kalyan Singh 
administration had necessarily to culminate 
in the withdrawal of support by the former 
to renegotiate achange by exploiting factional 
divisions in (he BJP. 

The abject failure of that exercise and the 
suteequenl split in the BSP's ranks, express 
the predicament confronting the dalit 
feadenhip in north India. Umil such time as 
the BSP is able to forge a wider social 
alliance, its existence as a factor sufficiently 
influential to attract politicat alliance is 
contingent on the protrairion of a caftjuncture 
that cannot yield legislative majorities. 
Cunsequemly, even as it set out to husband 
its current social base, through the pursuit 
of exclusively dalit agendas, it had to ensure 
the continuance of the ddicaie equilibrium 
in the state so as to prevent an upper-caeie 
consolidaiion. The party was cteariyunequal 
to that task, for iu excessive enthusiasm in 
this regard set in moflon the very proem 
that could potentially subtract from its 
politicai rdevance and culminate in its own 
intation. 

The (kvelopmenu in the Congress. BJP 
and SP ore perhaps not unielai^ (o this 
emerpng irefid.anilpoiMtothepoeslUHfy 
of resotving the poHdcaljfalemtle in UP. 
IftheappoimmeniorN DAwari ti UPOOG) 


of them addressed by Mtdayam Singh Yadtv, 
prompted, just prior to the assumption of 
office by Kalyaii Singh, a meeting of tajpm 
MLAs. cuuing acroes party Hnee, preiert ng 
the neglect of their caste's Inlereete. The 
same solidarity of caste InterextssrasevideK 
in the prepoiuferanceof rajpuix, agtfn cufliAg 
across party lines, among the MLAs wlm 
crossed the floor of the bouse ro provide 
KatyanSinghamiqority. Shotddlhedefectio n 
in legislature rally the (haknr lo bby bqfdnd 
the BJP, a more decisive dectonl outeone 
can well be anticipated. But for that the BJP 
will have to resMve the cuntndscliae of 

castes and retain iu base amot% <b c oS^ 
to ensure division of the intismiedfoie caoiB 
vote. FmluretoeffoctthbreconcflialltMiwBI 
provide tJw SP the pwetwK it hat been 
seeking and an OBC consolidaiioii of the 
kind that obtains in Bihar will be Iu obvioiu 
consequence. 

The turn of evenu in UP could bold 
implications for the courre of polftics Mtbe 
centre in the near future. The BJP has been 
sufficiently enthused by iu enooess in UP 
to incorporate the‘cash and cany'prii^dple. 
perfected by the Congress, as a rntwiw 
aspect of its politics. The patty-in-wastiag 
cannot, after all. keep iu office-seeking 
legislatort in a permanetst state of expeo- 
ancy. Given the inadequacy of hindutva as 
a cohesive electoral plank, the grand tneW 
alliance that the BJP had sought to ot gmw te 
on thaUMsis nuqr. in ibe event, well baM 
to be appropria^y pruned and terored 
through the Judioaus distribMian of pMlg 
posts and ptreKc office, on the lines exac¬ 
ted in UP. And, as the BJPreintroducesinin 
the pi^ity^ the stratagems end devioei dna 
had approted to have become ns imkvaag 
as (be Cot^tess, the UF, if b has to remadn ; 

a dunUe force, will have to aaoMd Ba ' .. 
social base beyond the pre o e cu pat i en wBbi 
OBC and Muslim votes, wMcb is wfMi 
RtnenUy oomtitMet its visiim of togtlt''' 
Jttsiice.feibeRst.itappearawbcmaaiB||| ^ i 
to the kiad of utkenisaR foai aacaa^Kfc^ 
efevadOR Mf nrrriwte ddMs tn tbe 
***** 
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CURRENT STATISTICS 


BPW Rawrch PowadatioB 


Witli fmtkcr influx of UqnldUy nmutuaeouiiy wiib policy tigiitli pioiiai InMnt ntet dowBw n nI. dmn Bive been tome ii|ni of induction ii tpaki' loadbif 
me*. Even », the ove^ ni*cn>.econofiiic iiuulian leneini one of jnedeqiMlr ciedli oflUke.'peRlenleily by medium end emell indeilTiei. and elongMlon 
of the endU and bill cycle* for them (ofetbar with pareleeence of linuleh indeetrial demand Ootpame ntuU* t eneially epaak of grewlaf iMefc.|iillnt of 
fbUehed praduci* all rotmd. 


Macroeconomic Indicators 



Weights 

Oct 18, . 

■■■■ 

■■■ 


TTTSWi: 

Dim 



Index Nemben ef Whnleeel* 
Prieci (1981-82- 100) 


1997 

Over 

Month 

Latest Previous 1997-98 1996-97 

1995-96 1994-95 1993-94 

All Conunodilie*, 

100.0 

329.8 

0.2 

4.0 

6.4 

3.0 

5.9 

6.9 

5.0 

10.4' 

■lill 

Primaiy Articles 

Fbod Anicles 

32.3 

339.4 

0.6 

3.3 

7.1 

3.0 

6.8 

7.0 

5.4 

12.7 

116 

17.4 

386.5 

0.1 

2.9 

10.9 

2.3 

9.0 

9.6 

9.8 

11.9 

4.4 

Nofi-Fnod Aitklet 

10.1 

344.8 

1.8 

4.7 

16 

5.0 

3.8 

3.5 

-1.9 

1.56 

24.9 

RicI, Power, Light end Lubricants 
Maimfoclui^ Products 

10.7 

370.7 

« 

12.2 

16.2 

76 

11.9 

16.9 

3.7 

2.4 

13.1 

57.0 

316.7 


2.7 

4.3 

2.2 

4.3 

4.9 

S.O 

10.7 

9.9 

Food Product* 

lO.t 

324.5 

5.8 

7.2 

5.1 

13.3 

I4.I 

-4).7 

8.1 

12.3 

Food Index (computed) 

All Commodibet (Avenge Besit) 
(April 5-Oclober 18. 1^) 

27.5 

363.7 

-0.1 

3.8 

9.7 

3.1 

10.4 

II.1 

6.3 

10.6 

7.0 

100.0 

325.2 

- 

5.9 

5.7 

4.8 

5.6 

6.4 

7.8 

10.9 

8.3 


Coat of Living Indicea 


Uueit 
Month Over 
Month 




1996-97 1995-96 1994-95 1993-94 


Latest Pieviou* 1997-98 1996-97 


biduslrielWorken (1982-100) .359* 

0.3 

4.7 

8.9 

2.3 

76 ' 

10.0 

UrtxeiNoo-MniEmp(1984-85=100)(For 1996-97) 29P 

0.3 

10.6 

8.2 

10.2 

7.8 

- 

Agri Lab (1986-87=100) (Unk factor 5.89) 262* 

0.4 

2.3 

7.1 

0.0 

8.0 

10.3 


Mamey and Banldiig (Rt ciore) 


Over Month Over Year 


752212 
140512 
607902 
310620 
38.3056 
116203 
205027 
113570 
13183 


Non-Food Advance* 27430: 

hveaiments 21833: 


Indca Ni im ber a of Indnatrial July 

rnNlncllan(1980-8li>IOO) WeigliU 1997 


Money Supply (Mt) 

Canency wiih Public 
Depociit with Bank* 

Net Bank OctSt u Govt 
Bank Oedit u Camml Sector 
Net Foreign Exchange Aiteb 
Reaeive Money (Oei IT) 

Net RBI Credit m Centre (Oct 17) 

RBI Credit to BksComnt Sect (Oct 17) 
Scheduled Commetcial Banka 


13116(1.8) 
1008(0.7) 
12423(2.1) 
-318S(-I.O) 
7251(1.9) 
1281(1 I) 
4115(2.0) 
1844(1.7) 
-218(-16) 


106732(16.5) 

16929(13.7) 

91963(17.8) 

3.3769(12.2) 

37267(10.8) 

25534(28.2) 

15697(8.3) 

-MS05(-9.2) 

-493(-3.6) 


1997-98 


52030(7.4) 
8079(6.1} 
43.391(7.7) 
21803(7.5) 
7702(2.1) 
13289(12.9) 
4982(2.5) 
-7l33(-5.9) 
-70(-O.5) ■ 


1996-97 


1996-97 1995-96 


41473(6.9) 96176(15.9) 
5325(43) 1417.5(12.0) 
335.34(7.0) 82107(172)) 
-19073(-7.4) 31038(12.0) 
1141(0.3) 30706(8.9) 
8528(10.4) 2077.3(253) 


-SI27(-2.6) 

6.307(5.3), 


.5587(2.9) 

19.34(1.6) 


-151 M(-52.5)ll55.57(-54.0) 


72581(13.7) 

17577(173) 

55042(12.9) 

35360(15.9) 

51925(17.7) 

3109(3.9) 

25176(14.9) 

19855(20.1) 

8747(4.3.6) 


1994.95 


97019(22.3) 

18380(223) 

77781(223) 

18501(9.1) 

54949(23.1) 

24420(44,7) 

30610(22.1) 

2130(23) 

8067(673) 


998.3(1.9) 81676(17.7) 38028(7.5) 
6856(23) 29478(116) 4956(1.8) 

6504(2.4) 28803( 11.7} .3501 (1.3) 
4II4(-1.8) 40982(23.1) 27822(14.6) 


28132(6.5) 7I780(I6..5) 46960(12.1) 71726(22.8) 
-136(-O.I) 24387(96) 42455(20.1) 47144(28.7) 
1278(03) 26580(10.9) 44938(223) 45776(296) 
12571(7.6) 25731(15.6) 15529(10.4) 16731(126) 


Rical Year Averages 

1996-97 1995-96 1994-95 1993-94 


Oenetal index 
Miniim and Quanying 
Manafacturing 
Electricity 


100.00 311.3 303.7(7.1) 287.7(10.5) 302.1(6.5)283.6(11.8) 253.7(9.4) 232.0(6.0) 218.9(2.3) 213.9(0.6) 

11.46 268.5 268.0(8.1) 248.0(1.7) 269.7(0.9) 267.3(7.4) 248.8(73) 231.5(33) 223.7(0.6) 222.5(06) 

77.11 .308.5 301.5(8.6) 285.3(13.3) 299.3(7.8)277.6(13.1) 245.4(9.8) 223..5(6.l) 210.7(2.2)206.2(-06) 

11.43 373.1 365.6(6.2) 344.1(2.5) 352.9(3.8) 340.1(8.1) 314.6(8..5) 290.0(7.4) 269.9(5.0) 257.0(8.5) 


CiVital Market 


BSE Semitive Index (I978-79:>I00) 
BSE-100 (l983-84wl00) 

BSE-200 (1989-9(MI00) 

NSE-SO (Nov 3. 1995=1000) 

SUndm ODR Index (Apr 15. 1994=100) 


Varalgn Trade August 

1997 


Export*: Rs crone 9572 

US S mn 2665 

Import*: Rt crore 10717 

US S mn 2984 

Non-POLUSSmn 2345 I 
Balanoe of Trade: Ri crore-1146 
USSmn -319 


Oct 30, Month 
1997 Ago 


3803(19.9) 3902 
1644(16.3) 1692 
371(18.5) 379 

1085(17.2) 1124 
6785(150) 7523 


Trough Peak Trough Peak 


3173(-7.2) 3427 4548 
1414(-9.2) 1489 1980 
313(-9J) 333 440 

926 970 1293 

9900(-I90) 6672 8657 


rrm 


336l(-0.2) 
1843 ■4464(-5.5) 
413 328(-5.0) 

1196 na 

90.0 7Z76(-72) 


1995-96 1994-95 


3367(3.3) 326II-I3.7) 
lS49(-3.3) I606(-I22) 
345 (-63) 368(-l8.2) 

na na 

7863(0.7) 77.99 


1996-97 


1996-97 


1995-96 


1994-95 


49766(4.2) 

13894(2.0) 

57608(8.4) 

16083(6.2) 

12791(13.7) 

-7842 

-2189 


47776(226) 117525(10.5) 106353(28.6) 82674(18.5) 
13617(9.7) 33106(4.1) 31V7(20.8) 26330(18.4) 

53148(16.8) 136844(11.6) 122678(36.3) 89971 (23.1) 
15148(4.6)' 38548(5.1) .36678(28.0) 28694(22.9) 


11233(-4.8) 
-5.372 
-1531 


289.31 (-1.0) 29214(28.5) 22727 (29.5) 

-19319 -16325 -7297 

-5442 -4881 -2324 


1993-94 


69751(29.9) 
22238(200) 
73101(15.3) 
23306(66) 
17552(11.2) 
-3350 
-1068 


1992-93 


53688(21.9) 

18537(3.8) 

63375(32.4) 

21882(12.7) 

15782(12.3) 

-9687 

-3345 


FarcigBE] 

B***rt«a(< 


Oct 24. 
1997 


Mar3l.. 

1997 


Fiscal Year So ftr 1996-97 1995-96 1994-95 1993-94 
1997-98 1996-97 


na: not available aeg: negligible. 

2842 


BcoDomic aaa Political WeeUy Notntabar 8,1997 , 



















Bo^notnic aad^l>dtit(c«l Weekly Noveeriwr B, 1997 


2 




COMPANIES 


T 


GNTC 

Expansdon Programme 

BEGINNING with ammonia and fettiliien, 
Gujarat Narmada P«rtllii«r Company 
(GNPC) has added a iMiHM downstream 
industrial chemicals m Itt jKduct poitfolio. 
GNPCsawamixedpafbrmancein 1996-97. 
While net sales a^ value of prothaedon 
rose by 33.7 per cent and 33.2 parvdaot. 
respectively, tte company’s opera^igptDfit 
, inmeasedl^aiDere3perceotovern(HHBne 
period. The company claims that this was 
mainly due to the 30 per cent incieaie in the 
price of petroleum products with effect ftoan 
July 3, 1996. 

Steep increases in interest charges (up 
13.7 per cent), depreciation provision (up 
, 20.1 per cent) and taxation (up 22 per cent) 
'led to a 33.4 per cent fall in the GNFC's 
bottomline. Despite the fail in earnings per 
share from Rs 6.3 to Rs 4.2, the company 
maintained the dividoid rate at last year's 
level of 22 per cent. Book value, meanwhile, 
moved up from Rs 44.3 per share to Rs 46.3 
per share. 

Sales of the company’s prodifcts touched 
a new high during the year under review 
mainly on account of trading activity 
undetttken hy fo. It sold over 9 lakh tonnes 
of imported feitilisen in order to enhance 
its miuicet presence in some of the northern 
stales. The ammonia plant functioned at 107 
per cent capacity pniducing 4,76,663 mt of 
ammonia, while the urea plant achieved a 
capacity utilisation of 110 percent, producing 
up to 6,31,423 mt of urea. The methanol, 
formic acid and acetic acid plants also 
registered over 100 per cent capacity 
utUlsadon during 1996-97. 

The company has now undertaken an 
ambitiotis expansion, modernisation and 
divetiification programme which envisages 
douWng the capacity df its 30,000 metric 
tDones per anmim (mtpa) acetic acid plam 
at Bhmch at a cost of Rs 170 crore; and 
aelting 19 a 10,000 mtpa project for manu- 
(hctming polyacetals (an import subsdtute 
and an adviuiced engineering plastic to 
replace metals at low tempeiatum) at an 
otiday of Rs 230 crore. Further, it plans 
to fony into the energy sector by setting up 
aiUO mw combiiied cycle power plant at 
Bhanich. It is also ooruidering a propoard 
to aet up a urea plant to augment its feitiliMr 
capacity. The last two projecu are eipeeietl. 
tooost around Rs 1,400^1,800crote,OITO 
nuyeitberspinoffthegas-basedpowerpl^ 
as a aepmale unit or undertake it in the form 
of a. joint vetUure widi a trananatkmal. 


Meanwhile, the company's subaidiary, 
Ninhada Chmuaur Felrocbemkali (NCP), 
commissioned both iu 20/X)0 mtpa wdUo* 
plant and iu 10,000 mtpa touleae di- 
iiocyanaie (TDI) plant The company ctten 
to the needs of polyurethane manufacturen 
with a production purity level of 98.8 per 
cent, matching internatioiial standards. TDl, 
an import aubstitute, is being produced/or 
the first time in the country by NCP. 

Fbrthe flnt six months of the current year. 
GNPC told 18,836 mt of acetic acid, 38,849 
mt of melhaml and 2,723 mt of formic add. 
GNPC is a market leader in all the three 
segments. 

The company’s share currently quotes at 
around Rs 24 on the bourses, ditcoundng 
lit 1996-97 earnings by 3.7 times. 

INDO RAMA SYNTHETICS 

Enhanced Capacity 

The second largest polyester manufacturer 
in the country, Indo Rama Synthetics has a 
22 per cent share of the domestic polyester 
market. For the year 1996-97, this company 
loo saw a mix^ performance. While net 
sales and value of produrtion improved by 
40.9 percent and 34,3 percent, respectively, 
the company’s operating profit surged by 
87.6 per cent. However, sleep increases in 
interest charges (up 72.3 per cent) and depre- 
ciaitoii provision (up 67.7 per cent) led to 
a 37.3 per cent drop in the company*! 
bottomline over the same period. 

Following the drastic fail in its net profit, 
the company cut the dividend rate from 22.3 
per cent last year to a mere 7 per cent The 
company’s book value actually fell from 
Rs 37.1 per cent to 36.8 per cent. 

While the company ’ s spun yam producdon 
rose to 30,366 tonnes from 26,333 tonnes 
last year (up 16.7 per cent), that of polymer 
Increaaedby 163 percentfrom45,8()9ioanea 
in the previous year to 1,20,282 toiuies. 
However, sales in value terms did not 
increase proportionately due to the lower 
realisadcmi. Prices of polyester staple fibre 
(PSP), polyeater oriei^ yam (POY) and 
polyester fihuneni yam (PPY) were lower 
than cotton pricet inducing greaii^ use of 
polyester in the fibre mix and madufiKture 
of blended yami. 

The company iasued 2,57,93,177 equity 
phates in the form of a rights issue to part 
finnce the aecood phaae expaiuion of itt 
polyester capacity duringifae year. The issue 
addixi up to Rs 23 cnxe to the company's 
equity capital and another Ra 77.4 crore to 
Ha reserves in the form of share premium. 


IndoRama now plans to invest Rb 240cron 
in a purified terephlhalic add (FTA) pntject, 
which is gdtig to be set up in a joint veeturt 
with imtrAational giants like Mitsui Petro- 
chemtcal s »id Itochu Coiporalkin.'The piant, 
which is a backvvaid intepation move for the 
company, will haveacapadty to manufocture 
3,30,000 tonnes per annum of PTA. Hie 
total pn^ cost is expected to be around 
Rs 1,200 crore and com i na d d production is 
stated to com m ence by early 2000 . 

As a step towards forward integration, the 
company plans to set up a weaving and 
proo^ng unit at a total outlay of Rs 200 
cron. Enjoying favourable economies of 
icaleandincarparatingthelttesttechnology, • 
the plant will have the capacity to produce ' 
30 million metres per annum of polyester 
cotton blended fabrics for um in shirtings 
and dress materials. 

Meanwhile, for the first four mondu of 
the cunent year, 1997-98, Indo Rama 
Synthetics has notched sales of Rs 314 crore. 
V^le operating profit for this period stood 
at Rs 63 crore, export turnover touched 
Ra 330 crore. The company expects a total 
turnover of Ri 2,000 crore for the cunem 
year and a net profit of around Ra 63-70 
crore. The iruin reason for the company’s 
improved petformance is the rising polyester 
price and the completion of Iti exp^on 
programme. The company has enhanced its 
capadty from 69,300 tpa to 2,38,000 tpa in 
I S^97in three phases. f^Kcs for the cufrent 
year are expected to remain firm with no 
nuyor additional capacities planned in the 
industry over the next two years. 

While prices of PSP rose from sround 
Rs 44 per kg in April 1997 to Rs 51 per kg 
in' August, prices of PPY shot up from 
Rs65 pw kg in April-May 1997 to Rs 71 
pet kg in August. 

Presently, the company’s stock quotes at 
around Rs 22 on the bourses. 

PUNJAB TRACTORS 

Beating the Maricet 

Though the tractor segment of the automobUe 
industty showed a growth of 13 per cent in 
1996-97, Puqj ah Tractors outperformed the 
maiket by achieving! 33.} per cent rise in 
net tales and a 33 per cent incnaie in value 
of production. The main reason for tMi 
encniraging performance was the fact that 
thecompanyooooentrMedoothehighgrowth 
sector of the tractor market - the higher 
engine power teg menta. 

PwtjabTlmctan is dm market leader in the 
31-40 horsepower (HP) tcgroent and 
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ntWatMCMIMBlM 

(Km lakh) 


Plaaodal ledicalen 

GNFC 

lodeSMM 

Sfuthetki 

Pmsfab Tracton 


Mareh 

1*87 

March 

I9M 

March 

1*97 

March 

1996 

March 

1997 

Match 

1996 

lacearafsppwprlatloM 

1 Netiaks 

117196 

76277 

96700 

68630 

7 

60363 

45478 

2 Value of production 

119444 

77972 

97814 

72700 

60614 

43363 

3 Oiba Income 

4305 

3094 

1947 

■ 1629 

1332 

1293 

4 Total income 

12.3949 

81066 

99761 

74329 

61946 

46836 

5 Raw mateiiali/itores and 
iptRS conaumed 

26477 

20974 

64797 

33461 

46371 

33103 

6 Otba manufacturinii expenses 

48004 

20208 

9361 

5792 

506 

376 

7 Remonention to employea 

3003 

4678 

2260 

1301 

2999 

2380 

8 Odiaexpenia 

21499 

13324 

9141 

4003 

2201 

1783 

9 OptraHHf profit 

22966 

21882 

14202 

7370 

yvxjy 

7014 

10 Intereet 

9349 

8223 

8875 

3132 

247 

363 

II Gross pnfit 

13669 

13684 

3894 

3522 

9433 

6689 

12 Depreciation 

4986 

4131 

3716 

3409 

782 

667 

13 Prsfit before tax 

8.361 

9333 

71 

113 

8489 

6022 

14 Tax provision 

2200 

NA 

23 

NA 

3020 

2200 

15 Pfiifit itfter tax 

6161 

9533 

48 

113 

5469 

3822 

16 Dividends 

3223 

3223 

1071 

1736 

1620 

1266 

17 Retxined profit 

2938 

6310 

-1023 

-1623 

3849 

2356 

UahitttkifwMti 

18 Paid-up capital 

14648 

14648 

13372 

12993 

2023 

1013 

19 Reserva and surplus 

33488 

50550 

41753 

33130 

13998 

11162 

20 Long-term loans 

47684 

36198 

107991 

71022 

914 

1241 

21 Shon-ierm loans 

lain 

1083 

14935 

19762 

NA 

63 

22 Of which bonk borrowings 

I8III 

1083 

14133 

16112 

NA 

63 

23 Orots fixed assets 

137451 

134840 

174281 

129290 

16298 

11398 

24 Accumulated depreciation 

68138 

63380 

12660 

6888 

5119 

4378 

23 Invenioria 

19081 

14604 

21086 

11720 

6763 

6727 

26 Total nsseu/Iiabiliba 

130818 

137867 

209764 

169431 

29320 

23138 

Mlaccllanenas Items 

27 Excise duly 

3106 

4238 

204SS 

IS9I3 

6128 

4343 

28 Okiss value added 

24833 

24378 

16186 

I0I7I 

II6I2 

8684 

29 Total foreign exchange income 

2002 

390 

17765 

17770 

363 

372 

30 Total foreign exchange outgo 

6372 

8197 

74285 

57629 

839 

354 

Kty finaaclat and perfonBance rnUof 

31 Tumova ratio 

(sales to total asaels) (9I>) 77.71 

53.33 

46.10 

40.30 

206.37 

196.33 

32 Sales to total net assets (%) 

87.30 

62.28 

53.65 

49.40 

357.39 

337.40 

33 Gross value added to 
gross fixed asselt (%) 

18.07 

18.08 

9.29 

7.87 

71.23 

74.87 

34 Return on invaiment 

(grots profit to total osseit) (%) 

9.06 

9.93 

2.81 

2.08 

32.17 

28.91 

33 Oioa profil to tala 
(grots margin) (%) 

11.66 

17.94 

6.10 

3.13 

13.38 

14.71 

36 Operating profit to sales (%) 

19.60 

28.69 

14.69 

11.03 

13.96 

13.42 

37 P^i before tax to sales (98) 

7 13 

12.30 

0.07 

0.16 

14.02 

13.24 

38 Tax provision to 
profit before lax (%) 

26.31 

NA 

32.39 

NA 

35J8 

36.53 

39 Profit after tax to net worth 
(icliim on equity) (%) 

9.04 

14.62 

0.08 

0.23 

34.13 

31..39 

40 Dividend («) 

22.00 

22.00 

7.00 

22.30 

80.00 

123.00 

41 Earning pa share (Rs) 

4.21 

6.31 

0.03 

0.09 

27.01 

37.73 

42 Book value pa share (Ra) 

46.32 

44.31 

36.81 

37.05 

79.13 

120.19 

43 P/B rado (bated on latest aiul 
coneaponding last yea'a price) 

5.71 

3.84 

713.72 

0.00 

26J3 

17.23 

44 Debt-equity ratio 

(atfjiitied fa revaluation) (%) 

69.98 

86.20 

188.38 

147.52 

3.70 

10.19 

43 Shoft-ienn bank borrowingt 
to invenioriet (%) 

94.92 

7.43 

67.03 

137.47 

NA 

0.94 

46 Stmdnr ctediion to 
aund^debion {%) 

38.83 

78.62 

172.28 

180.46 

928.69 

818.02 

47 Total mauaention to employea 
to grau value added (%) 

20.14 

19.19 

I3.% 

14.76 

25.83 

29.71 

48 Total remtmarailoii to employea 
to vehre of producthw (%) 

4.19 

6.00 

2.31 

2.06 

4.95 

3.66 

48 Ona fixed aneia formation (%) 

1.94 

1.33 

3480 

77.45 

40J2 

12.49 

50 Growth in inveotoria (%) 

30.66 

8.94 

79.91 

37.66 

0.36 

47.83 


Nam-. NA: not avMlfble. 


conunands • mvket ibire of 76 pet cent 
here. In the above-Sl HP leiment the 
company has I roaiket share of IS per ceol. 
This, coupled with the level playing field 
created in the previous union budget (which 
removed the undue advantage enjoyed by 
the small engine power segment) a^ a 4 per 
cent growth in the agricultural sector, hdped 
the company post a 37.9 per cent rise in its 
operating profit during the year under review. 
The increased budgetary allocation for 
NABARD also helped matten. 

Despite the fact that the corporate sector 
in general was badly affected by the liquidity 
crisis prevailing, the company managed to 
reduce its interest costs by 32.3 per cent in 
1996-97. The company’s cash rich position 
is 111 tther reflected i n the fact that it i s funding 
its ongoing expansion at Ropar maiiily 
through internal accruals. The oqiacity 
this plant is being increased to60,000tracton 
and this will be operational by 1997-98. The 
increase in capacity will enable Purijab 
Tracton to take advantage of the growth in 
demand as it is already operating at 90 per 
cent of the present ampacity. 

In spite of steep increases in depreciation 
provision(up 17.2 per cent) and tax liability 
(up 37.3 per cent), the company managed 
to post a43.1 percent riseinnet profit during 

1996- 97. 

Encouraged by its performance, the 
company issued bonus shares in the ratio of 
one bonus share for every equity share held 
by shareholden. The company’s earnings 
per share fell from Rs 37.7 lastyearU>Rs27 
following the increase in equity capital bate. 
The company declared a dividend of 80 per 
cem on the enhanced equity as c om pare d to 
a dividend of 12S pe: cem in the previous 
year (on lower equity capital). Borik value, 
meanwhile, stood at Rs 79.1 per share. 

For the first six mom hs of the currenl year, 

1997- 98, Punjab Tractors has posted a net 
profit of Rs 41.2 crare. This is an inctease 
of 75 per cent over the corresponding period 
last year when it posted a net pr^t of 
Rs 23.5 crore. Sales for the half-year period 
also rose by 29 per cem to touch Rs 36(X3 
crore. The sale volume of the Swarqj tracton 
manufactured by the company increued by 
22 per cent to touch I8,936jractan, thus 
increasing its market share to I56perccnt 
in this legmenL Post-tax profit singed by 
more than 50 pa cem ova the same p e riod 
following the encouraging perfotmsnoe of 
the tractor industry as a whole, which 
showed a 16 pa cem growth in the first haK 
of 1997-98. The tractor segment is prohafaly 
theanlyexceptionintheautomobUeindusliy 
whkh has managed to hold its own despte 
the slow down in the indusuy’i gro w th . 

The company'i share quotes sf arouad 
Rs 717 on the stock exchanges, dnonoBdag 
la 1996-97earnings pa shareby 26 6limaa. 
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ENTREPRENEURSHIP DEVELOPMENT 
INSTITUTE OF INDIA 
AHMEDABAD 

Seminar on Current 'Dends in 
Entrepreneurship Research 

The third EDI National Seminar on Current Trends in 
EntreprenearsUp Research will be organized between 18-20 
March, 1998. This Seminar series has been started with a view 
to promoting research in Indian entrepreneurship and related 
issues. The Seminar provides a platform for the concerned 
scholars to come together to share their research Undings with 
the larger academic fraternity. In addition to the general sessions, 
the third Seminar intends to have special technical sessions on 
themes like Impact of Emerging Policy Imperatives on 
Entrepreneurship; Technological Innovation, Venture Capital 
and Entrepreneurship Promotion; Entrepreneurship Dimension 
in Transitional Economies; Entrepreneurship in Education; and 
Regional and Transnational Entrepreneur Networks. 

For further information interested scholars may write to the 
Seminar Director. Entrepreneurship Development Institute of 
India. P.O. Bhat. Dist. Gandhinagar, Gujarat324 428. The last 
date for receipt of abstracts (not more than S(X) words) of 
proposed papers is IS December 1997. 


ENVIRONMENTALISM 

Politics, Ecology & Development 

PRAVIN SHETH 


Environmentalism in India is studied here as rooted in its rich ecological tradition 
but rudely distorted in practice. Besides the environmental problems in the 
Indian context, the policies, governance, judicial intervention and ecological 
movements are reviewed here. Their import and implications for the political 
system in terms of ecological basis of democracy and development paradigm are 
sought to be discerned. The book probes in the conflicts of competing interests 
aruf values, to assess the role of new actors like the courts and movements which 
are trying to create and expand the space. 


338 pp 


E 
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RAWAT PUBLICATIONS 

3-Na-20, Jawahar Nagar, JAIPUR 302004 
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TM; 0141-851022 
Fax; 0141-851748 


STUDIES IN 
MARITIME HISTORV 

THB aatOMANOIL OQMT AND in 
tmrnuMP 

pcopDwyi oocKiimfl ranDH vyHBB 

CADlSM-lMe) 

S. JeyBMda SKpben 
1997,270p. Rs. 500 

TMsbuok examlneithe Ueei a ctlo nbetween 
tbe Ciiniinsndel cDCMl and UMoland in south 
India durlnft the shdeailh ocnhiiy. Tnptcal 
baues such ss the (efiRarlal, fervaphkal and 
administrative units, poUticai struauies, the 
agrarian ecnnomy, manuCKturing aectiir, 
maricehi. Inland mule, ovcsaeas commetce, 
the impact uf the Pratufiueae busiMMs, prices, 
waps, ercxKxnic jtmwth and sodal dam^ 
are dealt hi diis worfc l>y aaseaing the lelaUve 
atrenpih aixl weakness of the Commandri 
aystem. The key aspecta of internal 
development of Cufomandei ate linked with 
the (ipenmx (if the Ponufiuese colonial world. 

Daso-POKIUGUBSE nAin AND THE 
nWGEIS OF GOMANy 
Shwen i h Centufy 

K.S. Mathew 
1997,316p. Rs. 550 

The (irowih of intematk»al trade between 
Europe, USA atal Ask! ipive rise to the need fcv 
kxuwmfltKmreilanddcvelopmencafnnandal 
aiianttcnicmts through hankfnii. 

The cmeiKencc of Puggea as iinpoitaiM 
IndusirialUts, nierriianis and financiers 
cxmiollaig even the elertkim lo the Kmoan 
Empire against the backdrop of Indo- 
Portuguese trade during the lixteenth century 
k a ca.vc In point This hook deals with such 
cases and the maritime liistory of regions and 
Its bnpuct on uade, politirs and sixiety. 

MAUNEIS, MXIIClIAFriB AND OCEANS 

eg * —as— i - »» - a-a-_ .w 

vscuBics to inrKtflBB iuno^j 

K.S. Mathew (ed) 

1995,48Hp. Rs. 425 

Twenty-seven contrlhutors In the vohune 
provide a critic)ue of approaches ki maritime 
history and a variety of tckned themes. 

Some of the sublerls covered ate: 
exdinnge of aanmodkies through sea namely 
apices, textiles, opium, pepper and skives; 
genetatkn of fumk in India by Europeans for 
conducUng iradr, the cunmerdal activities id 
FUgger family; maritime oontacti between 
Chiral and Cobs; European exHei, etc. ki the 
maritime eciaxany of Asia; cooMal aurlely in 
Bengal, .Akive trade In Indian Ocean, and 
SUvaji's naval expeimeiv. 

—/>ir(jar ri a y 4av r aasi ig ar / 4asw ar S k mas at 

HIM. I Ul'l l•'!ll IH, :i|SIMI';:|i iI.'n 
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COMMENTARY 


UTTAR KAOESH 

Kalyan Singh’s Coup and BJP’s 
New Face 

Amarafa Mlani 

After Kalyan Singh’s coup, the hesitation which had existed in 
the BJP to break the Congress and openly work out a 
conservative-communal assertion of class and criminal forces has 
finally been overcome. 


THE year-long cat and mouse game played 
by respective players in Uttar Pradesh en^ 
with adramadc finale. The BJ Pchief minister, 
Kalyan Singh, achieved in October what had 
eluded his aich rivals. Mulayam Singh Yadav 
and Mayawati, all through 1997. The post- 
Congress political crisis of the 1990s 
produced these three key figures who 
symbolised the new breed of Hindi-belt 
politicians. Replacing constitutional 
proprieties with populism and political 
sobriety with muscle and manipulative 
power, they rewrote the idiom and mood of 
national politics. Venal, smart and partisan 
they ripped apart the idealistic charade of 
Indian politics to slam down the real world 
language of authority, pelf and spunk. 

Their short-lived reigns brought new 
equations to the fore with such stunning 
speed that their political mastcn were left 
gasping for breath. For long, Lai Krishna 
Advani and Atal Behari Vajpayee groped 
in the dark to fill the vacuum created by the 
decline of the Congress. Once expected to 
emerge as a right-wing alternative to the 
brahmin-Muslim-dalit-cenUistcombi nation 
of the Congress, Advani’s plank of Hindu 
unity got stuck in a politick time-lag after 
December 6,1992. ITien Vajpayee came up 
with his theory of an upper caste-dalit unity. 
Even after the first experiment failed in 
1993, it was tried again in 1997. 

The alliance with the BSP made possible 
the installation of a BJP chief minister after 
a gap of five years. Yei when Mayawati 
withdrew support on October 19. BJP was 
expected to recede, once again, into political 
solitariness. But analysts had not ironed 
with Kalyan Singh win stumped everyone 
by pulling off a political coup wMch cut a 
borizoolal swath across all pvties batring 
Mulayam Singh’s SP. 

A faction of the Congreu coming over to 
the BJP was a dream not only of the rightists 
but the anti-BJPites as well. Fbr the latter, 
this would have Beam some sort of a reali¬ 
sation of the pan-rightist, Congress-BJP 
aUaiKe. For the same reason, the Congreu 
had to do all it could to prevent such a 
pow i bHi ty . But last-minote crisis manage¬ 


ment by Narain Dutt Tiwari, the new 
Congreu UP chief, failed miserably to 
check the defection of the rabid upper caste 
faction. Led by Naresh Aggarwal, the rival 
to CLP leader Pramod Tiwari, it included 
members with criminal records like the 
Gorakhpur mafia don, Hari Shudtar Tiwari, 
and A M Ttipathi. 

The wave which began with the Congreu 
turned into a deluge u members of the BSP, 
led by the upper caste leader, Hari Kishen 
Srivutava, and Kanshi Ram's personal 
advisor, Natendta Singh, defected with 12 
memben. These MLAs had been kept under 
house arrest by Mayawatii but on October 
20 they escaped aftm a physical battle with 
fellow BSP memben in Lucknow which left 
several injured on both sides. Next in train 
came the brahmin Janata Dal leader. Raja 
Ram Pandey. He followed with three MLAs 
and was soon joined by the upper caste lobby 
of the indepetidents led by Ri^ Bhaiyya, the 
'notorious' thakur prince of Kunda. 
Pratapgarh, in east-central UP. 

October 21 wu the day given to Kalyan 
Singh to prove his maj^ty. As per the 
tact ics of the UP government and its represen¬ 
tative, governor Romesh Bhandari, peofHe 
were waiting for his fall. But it soon became 
evidem that equations had changed ovemighL 
The only recourse left wu to sonnehow create 
an anarchic situation in the Vidban Sabha 
leading to pruident's rule. Pramod Tiwari 
began a fi^ which soon degenerated into 
a free-for-all inside the UP assembly fbr the 
second time. In 1993, the BJP h^ been 
humilialed with a poll setback and its MLAs 
clashed with victorious SP-BSP MLAs inside 
the anembiy. The BJP wu the insttgalor 
then and it h^ to beat a retreat, defeated and 
bruited. The secular camp wu the instigator 
now and it retired luirt, leaving the fieid 
open for the speaker to declare the count 
222 vt 0 in favour of the BJP. 

As the scene shifted to the centre, the 
union caltinet first took the decision of 
imposing praakfem’s rule. Then the dalit 
preaidem nmti» the unpteeeilenlnd gesture 
of returning the deciskm to the catnneL 
Pacing severe internal strain and external 


criticism, the UP governtnem revoked its 
earlier decision. By ttigM, BJP cadres were 
taking out victory processions all over UP, 
with slogans like‘Savamawaad Zindabaad’. 

The conduct of the oeatral government 
showed a lack of political will on part of the 
cenuist forces. Tackling the BJP through 
political manipulation and admitusttstive 
diktat could have been achieved by mote 
imaginative tactics. A dissolittion of the 
assembly, just after president’s rule, would 
have denied Kalyan Singh his hoitr of 
uiumph. Probably the Congreu wu not 
ready for such an eventuality, or the atrti- 
BJP camp wu not well infotitted about the 
prowess of Kalyan Singh. The excuu of 
violence in the assembly too could have been 
used to bena effect even after the cabinet’s 
verdict wu letumed by the presidetiL 

It seems that cm this matter internal strife 
of the UF proved mote important than l^ai 
principles of ‘how to disniu a majority 
government’. There wu no dearth of legal 
loopholes in the way Kalyan Singh proved 
his majority, including the coitirovenial 
position of the BSP MLAs who because of 
their less than one-third nmnber fell under 
the purview of the anti-defection law. But 
sectional consideratioiis of the federal fates, 
their fear of Article 3S6 and irf Congreu 
more than the BJP, clinched the issue. A 
more confidera governtnem, in fact, could 
have given the BJP the fatal long rope. 
Kalyan Singh's goveimnem wonld have 
come into being only to meet with oonstam 
legal and pobticalharassmemandschailenge 
at the gnu roots by a counter-mohillaatinn 
of social forces. 

Whu Kalyan Singh achieved by bis coop 
is not just an upper caste triumph. He 
accomplished something begun by Mulayam 
Singh Yadav: a political unity of uppacaaBs 
Hid back ward castes power groups mi nriding 
with the class unity of landlotds and kulaks 
of these two constituencies. Right after the 
formation of the BJP-BSPalliance. Mulayam 
began organising thakurs, brahmins and 
kayasthu. Assured of Muslim and yadav 
support he wu planning to use the uppm 
caste uneau with the BJP-BSP allianee to 
his advantage. In this, anti-dditism came in 
handy - much before Kalyan Singh issued 
the controversial government a l order agtinst 
misuse ofthedaht act. Mulayam Singhomdid 
others in his opposition to the same. Kalyan 
Sii^’sGO aggravated attacks on the dsHts; 
it marked a rupture of the alUanoe that wm 
slowly forming between the uppm caste 
lanBords and the daht power brokas in UP 
villages. After March, many giam pradhans 
of the Ambedkar villages had sought 
proiactioo of uppm caste gentry to tiu 
annoyance of b a ckw a rd caste kulaks. 

Kidyan Singh oonplementedtirisappmoGh 
by deliberaiely provoking the ESP and 
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re-building his old contacts with Naiesh 
Aggarwat. Mayawati’s desperation, which 
had begun on the eve of S^ember 21 on 
the speaker’s issue, increaMd. But while 
consolidating upper caste MLAs, Kalyan 
Singh was also sending a message to the 
backwards. A near-complete upper caste shift 
in favour of the BJP would mean an increase 
of at lea.st 3-4 per cent in the BJ^s stable 
33 per cent vote-base. In UP, unlike Bihar, 
upper castes still carry 40 per cent votes in 
certain constituencies and decide the poll 
outcome. But. and this is crucial, an upper 
caste wave would give the BJP additional 
votes of the backwards; the BJP had retained 
about 30 per cent of the backward vote in 
1996, and another tilt of 5 per cent or so 
would alter the scales in its favour. The 
crucial role here can be played by the kurmis 
and the koeris who remain unaccommoda¬ 
ted with the SP or the BSP. 

This being the case, the prospective unity 
of SPand BSPmay not repeat 1993. Mulayam 
and Mayawati have lost credibility to quite 
an extent and may lose votes even after 
coming together following a long and bitter 
gap. A revival of centrism on the old basis 
looks very unlikely, even though Mulayam 
and Mayawati seem to be left with no other 
option. Left parties like the CPf(M) and CPI 
were characteristically missing from the 
scene; while the CPI opposed the decision 
to impose president's rule, the CPI(M) was 
split on the issue. The CPI-ML, which 
consistently warned of a BJP comeback and 
the possibility of a centrist surrender before 
its threat in 1997, came out in favour of 
Kalyan Singh’s dismissal. It condemned 
violence i n the state assembly and demanded 
fresh elections. The party was holding its 6th 
National Congress during the dramatic 
happenings at Varanasi. In a massive one- 
lakh rally held on October 26, it called for 
a Left-donocratic resistance movement-cunt- 
social-electotal mobilisation as theonly hope 
against the BJP. 

Latest developments indicate that Kalyan 
Singh might fail to sustain the momentum 
he has generated. His 92-iiiember jumbo 
cabinet, formed to aooommodate all bmltaway 
factions, has created consternation among 
BJP MLAs and support base. His popularity 
has taken a dip as about 12 ministers face 
criminal charges. The factions constitute an 
unstable element; if they are fiilly absorbed, 
BJP culture would change. If they are not, 
the BJP would come out worse than ever 
before. This necessary and fatal path 
embarked on by the BJPis introducing a new 
uncertainty behind the cover of stability. 
Already, communal rioU have occurred in 
four UP towns and criminals close to the BJP 
and the ex-Congress faction are reportedly 
flexing their muscles to strike back, fai the 
villages of west UP. social conflict between 
the dalits and upper castes over the issue of 
land alloted during Mayawati's time has 
already claimed several lives. 


The new ministers are not satisfied with 
their portfolios and Naiesh Aggarwal has 
begun to gnimble about Kalyan Singh not 
taking his advice in portfolio allotmenL The 
first day when the new cabinet was 
announc^, there was a scramble for offices 
and red light ambassadon which fell short 
of the required nuinber. Kalyan Singh has 
kept a numberof portfolios for himself which 
raises apprehensions about a further cabinet 
expansion. Ministers with criminal back¬ 
grounds, who were not given a seat in the 
secretariat even by the Congress, face the 
prospect ofheingchaige-shccted in the future. 
Anticipating this, the state BJPIeader, Rsgnath 
Singh, made it mandatory for any miiiister 
to step down if charge-ih<reted. 'Hie central 
government too is thinking of bringing in 
legislation tofuit her tighten the anti-defection 
law. Immediately after his spectacular 
sucres, Kalyan Singh faces his acid test: 
crisis of consolidation. 

The hesitation which had existed in the 
BJP to break the Congress and openly try 
out a conservative communal assertion of 
class and criminal forces has finally ended. 
With it has also gone the iddilistic face of 

MUMBAI 


OVER the last two months, resideixs of 
Mumbai have been witness to an upsurge 
of vigilante justice by the police in the form 
of the elimination of alleged underworld 
elements through ‘encounter’ killings. This 
is evidently a desperate response by the 
police to escalating public coocem over the 
increase in incidents of extortion and murder 
of several businessmen, industrialists and 
film personalities by the underworld. 

The brutal killing of Gulshan Kumar on 
August 6, 1997 in broad daylighi is what 
apparently finally spurred the state govero- 
menl to aetkm. Apwt from tiie%wift cos¬ 
metic transfer of Mumbai's camralssioiMr 
of police, the governm en t seems to have 
decided to give the police a free hand in 
dealing with the underworld, especially 
extortionists. What has followed since then 
with astonishing frequency is a series of 
muidets of so-called crimiiuds by the police 
in fake encoumers. 

While imer-gang killings and encounters 
are not entirety new to Mumbai, there has 


the RSS. The BJP had emerged es a rigltt- 
wing constitutionalist party; now it seems 
poised to re-emeige with fascist, nifo-bending 
bearings. It had broken the rale of law on 
December 6, 1992 too but that action still 
had an ideologica] veneer. Kalyan Sink's 
coup is a naked assertion of shock tactics 
and rule breaking. For years, the BJP pro¬ 
jected itself as a responsible party of the 
establishment. Now its veiy tactics further 
the crisis of the establishment. The class ^ 
alliance of the BJP would mean a departure 
from the premises of the Indian state;, 
especially its attempt to rope in a section of 
power groups from within the dalits. 

With the BSP emerging braised and 
battered from the power straggle, the pros¬ 
pects of dalits moving away towards forces 
like the CPt-ML, at least in east UP, cannot 
be ruled out. The new wicket laid by the 
saffron brigade requires, therefore, not only 
a deft player. An authentic fascist politician 
is nee^ who commands the loyalty of his 
constituency, shuts up dissidence and 
steamrolls the opposition. And for all his 
sensationali sm, lOdyan Singh has yet to show 
this kind of a mettle. 


been a sharp growth in the numbers of such 
incidents over the last two years. According 
to retired commissioner of police (Mumbai), 
Julio Ribeiro, the first encounter death 
occurred in Mumbai in 1980with the advent 
of gang warfare, but it is only since 1991 
that such inddents have reached into double 
digits. There were 13 encounter deaths in 
1991, 21 in 1992, 26 in 1993, 29 in 1994, 
a sharp dip to 9 in 1993, followed by an even 
sharper rise to 36 in 1996. HU dale tUs year, 
69 dieged criminals have been killed by 
police in Mumbai, all of them labelled as 
'desperate characters ready to shoot’ (TV 
Tbiwjq^/ndia,October 13.1997). Moreover, 
the openness with whiefa the recent actiou 
have been carried otriia m ipra c ed en ted. There 
leenu to be hardly even a pretence on the 
pan of the polioe that thM are gelatine 
encounters in whiefa they are forced to kiU 
in 'self-defence'. 

The morliu optrmmdl for this swift 
administration of 'Justice' b simple. Hist, 
the polioe cuMvale a network of I nf ormer s 


^Justice’ by Encounters 

Vryentini 
C Upadhya 


The police policy of encounters reflects the frightening scenario in 
which the state, not just the police, is deeply alienated from the 
people. Simultaneously, the state is being e^ctively ‘privatised’, its 
agencies functioning only at the behest of the rich and powerful. The 
present spurt in eru:ounter killings in Mumbai needs to be located 
within this framework. 
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tojiatberinialligenceaboiiigangiten. When 
they recdvettip-offaboutapaiticulir target, 
a police poue reachet the spot, tunounds 
the gngiten and opena Are - uippotedly 
after being fired upon as the target attempts 
to tun away. The police of course know 
immediately who has been killed, to which 
gang he bdongs, and other such details. 
Rematkably. no poticeman has yet been 
killed, though even underworld sharpshooters 
do not manage to escape. In fact they die 
on the spot. The scenario is so simple, almost 
from a Hindi film, that it is simply un- 
bdievaMe. The killings of close aides of 
Arun Gawli - Sada Pawle and Vijay Tandcl 
- on Sept em ber 26, in Ghatkopar is a recent 
dramatic example. (Pawle was a particularly 
wanted man who had eluded ca^uie by the 
police a number of times.) 

The justifications offered by the police for 
theseencounters are straightforward: the laws 
are too lax; the courts too slow, too procedural 
and prejudiced agai nst the police; even when 
arrested gangsters get out on bail and then 
disappear; and the police cannot muster 
enou^ evidence to get a conviction because 
witnesses are too scared to come forward. 
Thus, the argument goes, the police are 
rendered helpless within the framework of 
the law. To coiurol crime effectively, they 
need to act quickly and outside the law. In 
other words, in or^ to carry out their jobs, 
the custodians of law and order have no 
option but to become the mirror-image of 
lawless gangsters. 

These killings by the police have the 
explicit support of the state government and 
itstopleadM.TheShivSena'pramukh' Bal 
Thackeray openly declared, “I am all for a 
tit-for-tat policy. When they don’t hesitate 
to kill innocent people, why should we think 
twiceT’CAriofiAge. August 31.1997). Chief 
minister Manohar Joshi slated in a public 
function that “there was no need to rethink 
the encounter policy of the poiice”. He also 
claimed that the “strict action of (he 
government" has reduced the incidence of 
extortion in Mumbai (The Times of India, 
September S. 1997). Similarly, Gopinath 
Munde, the deputy chief minister of 
Maharaihtra and a member of the BJP, stated 
tluH the policy of encounten would continue 
because “the police have a right to protect 
themselves". Bulheadded.’The government 
hat neither ordered the encounters nor will 
it ask the police to stop the same” (The rimer 
qf/nrfio. October 8. 1997). 

Munde’i public statement has embarrassed 
sen iorpoliccoffiGlals, who have consistently 
and publicly claimed that encounters arc not 
a deliberate policy. As police commissioner 
R H Mendonca sayt. ’’Encounten are not 
caused, they happen" (TV Tisms of India, 
October 16.19^. Rather, eccording to the 
police, such deaths simply take place at 
Hmes when a criminal reftim to sunender. 
However, off the record (hey aihnit that the 
de partm ent often fcaom to encounien in 


leipaiue to an increase in ihootouti and 
contract killings. 

In fact, the pdicy of encounter killings has 
widespread support among senior police 
officials. In a brief survey reported in 
Maharashtm Times (September 2, 1997), 
these officials brazenly defended the policy 
of tIt-for-tat. Auistant policeinspc^ Vijay 
Salaikar, credited with the elimination of 
Sada Pawle, told a Bombay Times reporter 
(October 1, 1997) that his dictum in life is 
that if you kill the top guy in a criminal gang, 
the whole organisation crumbles. Salaskar 
is reputed to be ‘the best killer cop in the 
pack', having 16 killings to his cr^it. He 
was also the first to deploy the encounter 
technique in the narcotics cell of the Mumbai 
police. 

Public opinion on this matter, as reflected 
in a Sunday Times (October S, 1997) poll, 
of uncertain reliability, is revealing. Over 
half of those interviewed (sample size not 
given) thought that such direct action is (he 
only way to wipe out the underworld; 66 per 
cent believed that the judicial process and 
lack of proper equipment force the police 
to stage encounters; and 45 percent thought 
that the encounters m staged Significantly, 
slightly more than half also believed that 
they would not be a victim of mistaken 
identity, despite (he fact (tua at least in one 
case, the police have been openly accused 
of killing the wrong man. laved Sayama. a 
peanut vendor, was mistaken for an alleged 
criminal, picked up by policemen in plain 
clothes on August 26.1997 and bundled into 
a car. His bullet-ridden body was found eight 
days later by his sister in the morgue of IJ 
Hospital. Following protests from his family 
members and neighbours, the police denied 
that they had shot the wrong man. However, 
this case of murder has been taken up by 
the city unit of the Samajwadi Party and a 
case has been filed. 

ironically, Ribeiro, who is credited with 
initiating the encounter technique of dealing 
with criminals in Mumbai, is as yci the 
only consistent prominent opponent of the 
cuireiit policy of police cncounten. He has 
repeatedl y pointed out that encounter ki Hi ngs 
are'100 per cent' nottheanswertothespuit 
in crime. He has criticised Munde for 
explicitly endorsing the policy. But Ribeiro 
also adinitted that encounters enjoy wide 
public support on account of perceived 
“inefficacy of the judicial process” (The 
Times ef India, October 15, 1997). 

Surprisingly, as yet the leading natiaaal 
dailies have maitttained a deafening silenoe 
on this issue in their eifitorlals. Only a local 
daily, Mid-Day (October 6, 1997), has 
■CCT^ the poto of being ‘trigger-happy 
and da n g e ro us*. It l am ented ttnt the police 
have tMei to the mayhem in the city with 
a fliHiy of encounter killings, “many of 
which leem to be of dubious ine(il...the 
objectives seem to be not to eUmlnMe crime 
but the criminal". 


Another diiaenting response has been 
public interest litigation brfore the Bomba 
High C^it filed by Mohammed Irgai 
Zhaveri, a diamond cutter who was shot an 
injured by the police In April this year. H 
has alleg^ that most of the enounter death 
between January and August 1997 wetefake 
A division bench has directed the polic 
commissionertostatethe norms of insttuctloi 
for UK of firearms aitd to proAice all recon 
of encounter deaths during this period. 

The policy of encounter killings and tb 
widespread political as well as social supper 
that it enjoys raiM a seriesof crucial quesdou 
First, and most serious, is what hippens' 
the edifice of our entire judicial systm am 
the constitutional guarantee of ftuidainenta 
rights forcitizens when the police are an own 
to kill at will with impunity? What does tfai 
iiiqrly for the whole judicial process and it 
raison d 'etreT What about our juri^irudenci 
based as it is on the preniiK of ‘imioccna 
until proven guilty'? These iuues o 
democratic rights cannot be brushed aakk 
simply bccauK the police claim that tbi 
victims of their violence are hard-con 
criminals. 

If the police are so clear about who tin 
gangsters ate and what they are doing, bu 
cannot collect enough e vide^ to tmisfy (hi 
courts, does this mean that our courts ihouk 
be folded up? If the legal machinery canno 
gather the necessary evidence in subcases 
what are ordinary citizens supposed to di 
when victimised? If the police ate be l pica a 
the citizens are even more sa If the onf 
option for the police is to kill ga ng ste rs 
don’t people need to learn to defeiK 
themsel ves? Then shouldn't we si mpiy admi 
that the Indian state has withered awqr. a 
least for its citizens? In other words, the 
public admission by tT.e police rirout fti 
helplessness before the so^alled dkeadH 
criminals raises the fundamental issue of the 
relevance of the police and the entire judicia 
machinery of the state. 

How do the police ensure that they have 
indeed got the right person? How can then 
rely on theirtip-offs for a ccu ra te informatioii 
all the time? Where is the guarmtee that im 
innocent person will fall prey to the bulleb 
of the police, as seems to have ha ppe n ed'. 
the Sayama cam? I f the pohoe fail to con vim 
(he courts about the r^ criminals for lac 
of evidence, how do they convinoe them- 
Mlves that they have the right inlbrniatiao'. 
Or that their mfonnants are not rhrarin 
them or settling personal scores, eqreciail 
when the police force itself is sharply dividei 
from within, with conflictliig loyahics?TlM 
partisan nature of police aetkw heco rn i 
even more disconcertiiig for a highl 
poHtkited, largely inept and often catnip 
police force sacb as ours has be c o me ' 
fDccnt yun. 

If the police do indeed kill only in seH 
defence, how is it that hardly any polio 
p er s o nn el gel aetiously hyund, much lee 
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killed? Further, if, as the police have been 
clniming for long, the gangsters have access 
to hi-tech gadgets (unlike them), how is it 
that these gangsters fail toprotectthemselves 
almost all the time? Needless to say, the 
police version simply lacks credibility. 

If the ineffective laws and procedures 
hamper the police in dealing with gangsters, 
do they not obstruct the work and efficiciicy 
of other agencies of the state which deal with 
other crimes? I n fact, the alarming frequency 
of financial scams and blatant tax evasion 
further testify to how inadequate and dated 
ate our laws. But we have yet to see a finance 
minister suggest that therefore the scamstcrs 
and tax-evaders should be summarily 
lynched! 

These disturbing issues apart, obviously 
encounter killings do serve some interests. 
To begin with, to carry out an encounter 
successfully, reliable informants and 
expensive intelligence-gathering are 
requited. Police officials admit that there is 
hardly any official provision for meeting 
these expenses and that they have to make 
their own arrangements. For example, it is 
claimed that the police spent over Rs lOlakh 
over a period of six months on the Pawle 
operation. Not surprisingly, a significant 
proportion of this money was provided by 
businessmen who had been intimidated by 
Pawle. This little publicised information i.s 
revealing. Coupled with the fact that the 
Mumbai police is now providing protection 
to a few leading Blm personalities under 
threat from the underworld, it paints to the 
overall thrust and the logic of the killings 
- that the police have become private 
bodyguards and hitmen for the local elites. 

Besides, this strategy is hardly likely to 
make any serious dent in organised crime. 
Only the visible frotitsmoi of the gangs arc 
being picked off, leaving the basic 
organisation of the underworld intact. We 
also need to be reminded that these same film 
magnates, builders and industrialrsts now 
under threat have maintained and nurtured 
links with the underworld and have 
increasingly used criminals to further their 
own interests, especially in recent yean. 

The police too are not unknown to have 
their own links with criminal elements. The 
systematic elimination of people close to 
Aran Gawli, friend-tumed-foe of the Shiv 
Sena, politically and personally, by the police 
further testifies to the partisan nature of 
police encounters. At the same time, the 
crime situabon in the city is deteriorating for 
its onlinary citizens wto are virtually left 
to defend themselves, with no visible and 
effective protection by the agencies of the 
state or the police. 

Tlius, the police policy of encounters 
reflects the frightenitigscenario in which the 
state, not just the poltoe, it deeply alienated 
from the people. Simrltaneously, the state 
is being effectively ‘privatised’, its agendei 


functionittg only at the behest of the rich and 
the powerful in blatant disregard of public 
perception. The present spurt in encounter 
killings needs to be located within this 
framewoik. The apparent lawlessness of the 
prime agency of law and order is then not 
an aberration but is entirely in tune with (he 
emerging political and social vision of our 
ruling elites, who effectively perceive 
themselves as above the law. The criminal- 
politician-industrialist nexus is too well- 
entrenched to need any elaboration. That is 
the state of our nation and its machinery in 
all its spheres. 


In such a context, the policy to give 
the police free licence to kill alleged 
gangsters, mostly mlnkms, in cold-blooded 
and fake encounten, reflects not a coacetn 
for law and mder as our leaders allege, but 
their deeply-held contempt for even a 
semblance of law and order that so defines 
a modeni civilised state. Undoubtedly, the 
encounter killings are only the most 
visible and frightening aspect of this 
emerging scenario. But to isolate them 
from their wider links is to miss the depth 
of the political chaltoige that they pose to 
all of us. 
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Cultural and Religious Pluralism 
in India and the US 

Samh Gobi 

As culture and religion often overlap, they can and do become central 
forces in shaping politics and society. A seminar in Calcutta on 
Cultural and Religious Pluralism in India and the US brought that 
out as a cross-cultural insight for the study of the two countries. 


ON April IS, 1997, the Indian Institute of 
Management in Calcutta and the oflice of 
the Fulbright bi-national educational 
exchanges (US Educational Foundation in 
India) in (Calcutta jointly hosted a one-day 
seminar on Cultural andReligious Pluralism 
in India and the US. There were two key¬ 
note presentations. The one on the US was 
by the Fulbright visiting scholar, Robert 
Laurence Moore, professor of history at 
Cornell Univenity. who was teaching as 
Fulbright lecturer at the University of 
Calcutta. The Indian case was presented 
by Amlan Datta, economist and writer, also 
formerly vice-chancellor of Visva Bharati 
University, Santiniketan. These presenta¬ 
tions were followed by two commentaries 
by Hari Vasudevan of Calcutta University 
and Sumit Guha of the IIM, Calcutta. The 
rest of the seminar was an open forum for 
discussion from the floor. 

The importance of the seminar lay in its 
bi-lateral discussion and its comparative 
pcnpective. As culture and religion often 
overlap they can and do become central 
forces in shaping politics and society. The 
seminar brought that out as a crou-cultural 
insight for the study of India and America. 
Abstracts of the two presentations and a 
summary of the issues raised by the two 
discussions arc provided below to give a 
durable expression to the deliberations of 
the seminar. 

R Laurence Moore 

One of the major differences between 
India and the US is that the problem 
encompassed by the term commimalism has 
never been an issue in US political life. The 
secular state was established by the 
Constitution in 1787-89-even at the time 
dubbed a ‘Oodleu Constitution'. Article 6 
deliberately excluded religious tests for 
appointment to any public office - and was 
part of a general effort to separate church 
and state. This was not to say that the social 
role of lelifion wu abandoned. Virtue wu 
seen as necessary for public lifb, and 
rdigious belief seen u a guarantor of such 
virtue. Hence the paradox of a secular state 
which presumed that it was sustained by a 
religious people. This in turn implied that 
religion would be a peacdiil civic religion, 


with religious disagreement excluded from 
the public sphere. A broad consensus of the 
Protestant churches supported Thomas 
Jefferson's “wall of separation” between 
church and state. 

Although religious disagreement was 
confined to the social sphere, an active 
relgious life resulted in active competition 
in the spiritual market-place. Over the 19th 
century, the general tendency was for a 
growth in religious energy and a proliferation 
of religious identities. Denominationalism 
may be understood as a form of social 
differentiation. The 19th century US was 
an exceptionally inchoate and mobile 
society. Religious denomination offered 
community and identity in this unstable 
milieu. One of the rnost striking cases was 
the Mormon sea; in the I830sjoseph Smith 
claimed to have undergone a bizarre 
revelation. Persecution forced his followers 
to migrate to Utah which was acquired as 
a territorial possession of the US following 
its war with Mexico. In an important test 
of the extent of religious freedom in the US, 
after a long legal battle the US Supreme 
Court ruled the Mormon practice of 
polygyny to be illegal, and the church had 
to modify its marriage law. Over the period, 
the Mormons, partly perhaps by virtue of 
their strongly corporate struaure grew from 
a motley band of outsiders imo a solidly 
wealthy and prospertNU community. Their 
solidarity manifeMed by the actually obeyed 
injunction to donate a 10th of income to the 
church, which makes it one of the wealthiest 
churches in the US today. 

The constitutional consensus had been 
established in a basically Protestant nation: 
however, from the 1840$ there was a large 
immigration of Catholics from Ireland and 
Germany. Although like the early Mormons, 
this community was a relatively poor one, 
they were able to organise themselves to 
build an enormous organisation including 
a large school system. This religiosity was 
not a carryover from the homeland where 
many Irish Catholics had been quite 
indifferent to the church, but a new pheno¬ 
menon developing in America. It helped 
consolidate the community into an extieinely 
important political bloc, despite boundaries 
withinthe church between thoseof different 


national origins. All this was of great 
significance to the issue of working class 
organisation in the US. Where about half 
the working clan were Catholic, the church, 
powerfully present in the community, 
strongly oppo^ to socialism as an ideology, 
along with the ri val organisations that might 
gi ve Catholics and Protestants common class 
goals. 

Religious identification was never merely 
about religion, African-Americans buih 
community struaure by making a great 
investment, emotional and financial in their 
churches. These black churches were distina 
from while ones - this separation was not 
a choice imposed on them, but one 
deliberately made by the black community. 
The civil rights movement could never have 
occurred without the zeal and energy of the 
African American churches. 

Finally, some general observations on the 
role of religion in American life. 

(1) Despite the strong inward direaion 
of the community life of religious groups 
there has never been a strong movemem to 
secession from the republic itself. The natkm 
of Islam is statistically speaking an 
insignificant group. 

(2) Boundaries between religions 
communities may be sharp, but they are also 
porous and become more porous as time 
passes - intermarriage baween groups 
increases. This is true even of highly 
stigmatised groups like Japanese orOiinesr, 
after second world war. outmarriage reached 
rates of almost 50 per cent. 

(3) Just as Catholic immigration in the 
19th century affected the role of teligiott 
in American public life, so also the 
immigration from the lands of Islam has 
done so from mid-20th , entury. 

Despite the multiplicity of religions and 
individualism of American life, it would 
still be correa to identify the US both as 
a secular state and a religious nation. 
Inevitably in such a situation, breaches occur 
in the wall of separation between church 
and state. Prayer b^ns sessions of Ctegress 
and of the Supreme Court Religion should 
not have deterotined political allegiance but 
yd it did; inevitably rdigious communities 
did have a political location; and rdigioas 
energy spills over into politics. TheChiistian 
coalition is the latest example of this 
phenomenon. Equally it is unlikdy that a 
professed athdst could ever be presideni of 
the US. On the other hand, domination of 
American public life by any one 
denomination is most unlikdy because of 
sheer multiplidty of rdigious groups. Even 
the Christian codition is not supported by 
most Christian churches. 

In theory, secularism in the US diclalel 
that the state be equdly indiffiercat to aB 
religious groups and play no rote te 
promoting the inleteitt of any leUgtea. la 
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practice, religion plays a role in politics, 
and the separation of church and stale is 
never an absolute achievement but a proceu 
on ongoing negotiation that historical y has 
resulted in workable, more or less sUdiie. 
balances between the various elements of 
America’s plural society. 

Amlan Datta 

The issues before this symposium are of 
more than historical interest - they enable 
us to understand better our respective 
societies. They are also important in the 
context of the New World Order that is 
taking shape around us today. A viable new 
World Or^ must be pluralistic, and here 
we have examples of two societies that have 
handled pluralism in their own particular 
ways, marked by dinerences which invite 
comparison and so deepen our understanding 
of some basic problems. 

One image captures much of the 
difference: as students we were told that 
American sociny was a melting'pot, while 
Indian society was a mosaic. This easy 
generalisation has to be substantially 
modified when we look closely at the two 
societies. Certain things have melted better 
than others in the American context: for 
example, the original language of many a 
group of immigrants has usually been lost 
in the US by the third generation. This is 
not so in India despite the attempts to 
promote Hindi to the role that English 
occupies in the US: this is of course because 
various languages in India are territorially 
based and so have greater capacity for 
resistance. Religious communities have 
retained their separate identities rather than 
melt and coalesce. 

How did pluralism contribute to the 
shaping of these societies? In both 
immigrants of diverse origins had to live 
together despite differences in culture and 
race. They had to evolve institutions that 
could generate the minimum degree of 
peace and stability needed for social life 
to sustain itself. Here we can see a parallel 
to the world situation at present where the 
same coexistence needs to be generated 
despite the persistence of diversity and even 
conflict. La us then review what Indian 
society did to create this ambience in the 
past. 

(I) A mtgorelenient was the philosophical 
idea that tnitb in its purity is inexpressible, 
and when defined takes diverse forms - this 
in turn gives rise to tolerance, by contrast 
to the sharp opposition of western thought 
where heresy a^ dissent had to be weeded 
out In India conflicting ideas were viewed 
as in some measure true, artd that differetu 
religions may constitute a pantheon. This 
difleroice fenerates a different attitude to 
pluralism than that which is found in the 
Judaeo-Isltuiiic tradition. 


(2) Social divisions into ‘varna’ and 
‘jati’ may also be teen as mechanisms 
by which social conflict was avoided, and 
a non-competitive society created incorpo¬ 
rating diverse ethnic groups. However, in 
the course of time these horixontal 
separations became vertical, generating a 
hierarchy that was unequal: this promp¬ 
ted periodic revolts against the caste 
system. Such divisions may then become 
biuTias to social co-operation across groups 
as when national idmtity is sought to be 
promoted. They also became a barrier to the 
growth of public morality and indeed civic 
morality, 'niusitcametopassthattolerance 
at a metaphysical level stood contradicted 
by the heartless [uactice of social segre¬ 
gation and the ‘sin’ of untouchabilily, as 
Gandhiji called it. In short, a system 
originally designed to maintain peaceful 


coexistence developed various vices along 
the way. 

Jawaharlal Nehru thought that with 
industrialisation caste barriers would recede 
and a new rationality arise. This has not 
happened: with the growth of the modern 
state and its characteristic organlsatipn of 
economic life these social groups have 
become the basis of a competition for power. 
This in turn has given rise to high levels 
of violence in society and politics divorced 
from ethics. 

What conclusions may we draw from all 
this? It is inevitable that people will 
constitute themselves into distinct cultural 
groups, and their right to do so must be 
respected. But this must be prevented hrom 
becominganarrow contest forpowerinstead 
of a broadly co-operati ve coexistence. When 
we study US or Indian society in its 
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iimpaiifeable divenity we may we It ai 
a iilitoric example of how people tried to 
tolve the problem of peaceful coexiitence 
withinafedefalfiBincwoifc,deipiteitubbatn 
oppoaing tendenciei. We fhould look at 
thw phetumeona not merely ai elemenic 
of the past, but also with an eye to the future. 
In India as well as in America, a genuine 
experiment for a pluralistic culture and 
society demands that we strive to control 
and moderate the struggle for power, ntove 
towardsadecentraJised economy and polity, 
combine the idea of tolerance with a 
commitinent to social and racial equality, 
and recognise that one can never articulate 
the ultimate truth but only approach it from 
alternative standpoints. 

Sumil Guha 

It is a difficult task to comment on a 
presentation such as that made by Amlan 
Datta - a presentation that in its encyclo¬ 
paedic range was a real tour de force. As 
a hiatorian, 1 will therefore prefer to 
concentres on just a few of the themes raised 
by Dana, and offer a few supplementary 
comments on those issues. 

While many diverse social groups did 
coexist relei vely peacefully in the past, and 
this may seem a contrast to the present-day 
situation both globally and nationally, yet 
we should not forget that a primitive 
economy can survive and flourish at levels 
of disorder and violence that modem 
industrial societies cannot tolerate, A 
backward economy can also organ! sc socio¬ 
economic relations along community lines 
- to take a non-Indian example, taxation 
and local administration in the Ottoman 
empire werelargely organised through local 
religious communities; the well known 
'millat' system. Caste and religious 
community in India have sometimes played 
similar roles in a leu formalised way. 

Putthermore, the indigenous religious 
iredittons were not marked by a uniform 
longing for peace and tolerance. We may. 
for example, look at the widespread legends 
about dwirinal debates or 'shastranha' 
waged by the first Shankaracharya, which 
claim thm his victories were followed by 
humiliation or even death of his vanquished 
o p ponents. 

Equslly. the central role of kingly 
punishment, or ‘danda' in the Indian political 
traihtionneedstobekfifxtnniind-forexampie, 
it appears in the Telugu text of Kri- 
shniitevaraya of Vijayanagira, where even 
the ascetic's control over his senses is said 
todependooiLPuitheiinore, social divisions 
need not be seen solely as means of avoiding 
conflict: insofar as they were also hierarchical 
they may have stimulated conflict in the attempt 
to chin^ posiiioni in that hienichy. 

Finally, one should note that the weakneu 
of the stale always enlaiget the role of 


religious and other sorts of communities as 
they provide defences and safeguards for 
their members which the state fails to do. 

H S Vasudevan 

Larry Moore has presented an elegant 
statement of difTerences between the US 
and India in thdrexperience of religion and 
politics. To underpin his account, he has 
pointed to important features of politico- 
constitutional and religious practice in the 
US; and he has stressed the significance in 
American political life of a common 
commitment to the restriction of religious 
issues to the margins of state coocetn, except 
in the case of toleration. 

He has pointed to the difUcuities which 
have fac^ this approach to public life, 
since it has been premised on virtuous 
behaviour, which is in turn determined by 
religious injunction. But, equally, he has 
shown the reinforcement of 'secularism' in 
American society and politics as a 
consequence of the multiplicity of religious 
voices in the US: the near impossibility of 
religious conflict of great sotie. 

In his examination of the Mormon church, 
Moore has provided an excellent instance 
of a religious problem that had constitutional 
implications and impinged on the religious 
sensibilities of Protestants and Catholics; 
and he has shown how such a problem came 
to be resol ved within the framework outlined 
above. Here, he has stressed rigorous 
adherence to the essoice of constitutional 
principle; and the social and doctrinal 
adaptation of the Mormon chureh. Moore's 
treatment of his example reinforces his 
stance; and it underscores his position which 
does not attribute decisive significance in 
this case to factors which are said to have 
contributed to social homogeneity in 
America's past - whether race, frontier or 
affluence, 'nis position is well taken, given 
the variety of implications that such factors 
yield, and the unsteady existence of such 
phenomena, in terms of time and place, in 
American history. 

A number of points remain understated, 
however, in Moore's presentation; and these 
require some attention todraw out the broad 
implications of the US experience for other 
regions of the globe. 

Firstly, Moore does not consider the range 
of religious conflict that has occurred in the 
US beyond the Mormon case- although he 
recognises the political authority of faith in 
US politics, and poims to a major study of 
New York whichdemonstrates this authority 
with force. Late 19th century/eariy 20th 
cemury conflict between ProiestaiMs and 
Catholics on the.e«teni coast of the US, 
surely, is a clear case of a mqjor socio¬ 
cultural problem, and indicates the explosive 
potential of issues of huih for American 
public life at ciucial moments inUS history? 


Secondly, Moore avoids a comparative 
perspective on the potential of religion for 
the generation of constitutional conflict. 
Here, he might bear in mind, how factors 
such as ethnicity have shattered the 
comparative equilibrium of US con¬ 
stitutional politics, after long periods of 
quiet; that this has occurred despite the 
determination of political acton to dvoid a 
conflictual situation. 

Hence Moore might have elaborated Ms 
argument somewhat with reference to local 
conflicts between Protestant and Catholic 
communities; and the implications and 
resolution of such conflict in drcu m sla n ces 
of advancing educational and cultural policy. 
He might have also compared the Americas 
experience of religious issues with the US 
experience of how ethnic conflict came to 
cut cross-sectional arrangements. 

Such a presentation, I would argue, might 
yield conclusions of value regarding why 
religious conflict has remained marginally 
political in the US. The presentation would 
indicate that there has always been a potential 
for the escalation of such conflict, but that 
it has metel y not coincided with a breakdown 
of the standard political opportunity 
structures available to ibe mqjor entre¬ 
preneurs of contentious politics. It was such 
a breakdown, surely, which galvanised nu^ 
national fissures over riavety in the mid-19d) 
century, or civil rights in more recent limes? 

A revised presentation on the lines I have 
mentioned would also involve acloserlook 
at the terms of compromise in US politics 
when religious issues are raised; i e, the 
political strength of the commitineai to 
'secularism' and the moral implications of 
such a commitment. That commitment 
surely, involves a position regarding the 
limits of politics as much as it assumes 
‘virtuous behaviour': aposition which ntigtat 
be far from acceptable univenally, in 
democratic practice. 

In the US, the full benefits of such 
'political restraint' has been possible because 
of the limited signiricance of the slUe in 
the realm of cultural and educational policy, 
and the degree of affluence which has 
permitted associative activity to flourish. It 
it questionable, though, whether such 
restraint might have more than exemplmy 
value for democracies which foUow different 
conventions in regard to the ends of 
goveromenL 

Such acaveat must undoubtedly be voiced 
in the cate of Europe/Eutasia and south 
Asia, where the role of the state in 
development has regularly outstripped thst 
of governmem in the US, and where deve¬ 
lopment itself has been pnoUematic. Milkal 
panicipation. moreover, itself regarded as 
a potential inslniment for the correction of 
social injustice: and 'secular' restraiM bn 
been considered impossible in staMctalL 
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Politics: Fear of Freedom 

Gautam NavlakJu 


The abdication by the legislature of its role of being a watchdog of 
people’s interest, and corresponding increase in coercive powers of 
the executive, has resulted in disenfranchisement of people arui 
weakening of democratic goverrumce. 


IT it known that concentration of powers 
with the central ex ecutiveanxMntttoincrease 
in their powers at the expense of the public 
and iu representatives in the parliament or 
the legislature. The ominous part of this 
development is the increase in the authority 
of civil lervantt in the ministries that deal 
with ‘security’. Consider the most obvious 
instances; 

(1) Leader of the Jammu and Kashmir 
Liberation Front (JKLF), Yasin Malik and 
four others sat on inderinite fast on May 12 
and refused to take water and medicine (vital 
because of his coronary bypass operation). 
This was meant to “build up moral pressure 
on the government of India to stop custodial 
killings, blasting of houses, disappearance 
of young and old. and above everting else 
violence against mothers, sisters and 
daugltten". On the assurance of the union 
home mimster. Indaijit Gupta, conveyed 
through Kuldip Nayar on the evening of 
May 14, he agt^ to break his fast next day 
at II am. The IB petsonnel at site were privy 
to the going<ons. But the same night Delhi 
police arrested Yasin Malik! The nutter did 
not end here. The ubiquitous home secretary 
defended the arrest of Yasin Malik and 
described him as acriminal. Coupleof weeks 
later governor of Jammu and Kashmir 
protested at the union home minister’s 
’interference in Kashmir affairs’ and for 
demoralising the security forces by agreeing 
to enquire into atrocities by security forces 
in Jammu and Kashmir. 

(2) The union home ministry (UHM) has 
pro p os e d to the Punjab government that 
Seoion 6of Punjab Disturbed Areas Act be 
amended to provide for priof approval of the 
centre, instead of the state government, for 
the prosecution of police officers for alleged 
human rights violations. It also proposes to 
amendSection 197 of the CrPC “to provide 
protection to all ranks of police officials 
against false and malicious prosecution”. By 
so doing the central executive wants to 
prevent the Akaii government which is 
amenaMe to public preasute, from initiating 
legal prooeediiig. This is an attempt to make 
the ti^ of bringing uniformed criminals to 
justice mote arduous. It is noteworthy that 
a fonner DC of police, Uttar Pradesh wrote 
recently that “fake encouiaers have been 
openly permitted by the political execidive” 
who provMed “blanket promise of immunity 


from legal action”. If evety^y law and order 
requires fake encounters then fighting 
insurgency would require carte blanche to 
terrorise the unarmed civilians and, therefoie, 
necessitates complete immunity. 

(3) Union home secretary announced in 
Guwahati on August 23 that the centre 
planned to impose NSA and ruled out the 
possibility of any dialogue with the militants. 
The home secretary had no business making 
such pronouncements because the state hat 
an elected government. Itisalsoaconstituent 
unit of the UF government at the centre. 
Obviously this could not prevent the home 
secretary from holding forth. 

(4) The union home minister was informed 
that all aimexures to the Vohra Committee 
report which were with the UHM were 
‘missing’. Significantly, the Narasimha Rao 
government had assured the 10th parti»^ 
ment that no portion of the Vohra Com¬ 
mittee report had been withheld from the 
members! 

(3) There is a proposal to shift subject of 
law and order to the concurrent list to deal 
with growing problem of law and order in 
a more effective way. This would give the 
union equal jurisdiction. Parliamentary 
consultative committee observed that “(t)here 
is no denying the fact that maintenance of 
law and order is the responsibil ity of the state 
government concerned but the ministry of 
home aflain has to play a nodal role in this 
regard by co-ordinating activities of the 
intelligence agencies and having necessary 
liaison with the home departments of states 
concerned". 

It is significam that authority of central 
ministers or concerned state governments 
aredrcumscribed under the guiseof‘national 
security’. No one knows what goes into the 
making of the ‘national security' and how 
realistic or fatKiful they ate. Standing 
committee tm defence has pointed at the 
absence of a written national security 
doctrine. Tims the parliament andihe public 
do not have any knowledge about souTDes, 
nature, and magnitude of threat, and carmot 
exercise control over financial altocatio n s 
based on such assessmem. But this is not 
all. The UHM hat also usurped functions of 
other ministriea. 

The department of justice which is part 
of the tninistty of law, justice and company 
affain is under the ailministtative crmtitil of 


the UHM. Among other things, the 
depactmestfofjustioehandlesmatlenidated 
to the appointment of judges rtf die high 
court and the Supmne Court as well as co¬ 
ordinates administration of criminal justice 
with the states. Thus, UHM whi^ has 
enormoiu police powers and militaiy force 
at its command, tJso exerdses control over 
judiciary. Parliament has critidsed this 
change. In its 32nd report the parliamentary 
committee on home affairs stated that they 
were “not convinced with the arguments 
advaimed by the ministry (of home affairs)’’. 

What has helped the faceless and 
unaccountable bureaucrats from usurping 
powers is that the parliament stopped bdng 
a watchdog for people’s interests. Average 
duration of parliamentary session in a year 
has come down to 90 days. With this has 
declined proper examination of legislations 
and budget Simultaneously, even the quorum 
is not met. The special session of the 
parliament provided a live coverage of this 
dismal fact. A perfect example of how the 
parliament ha.s discarded even iu legislative 
role is available in the passage and renewal 
of TADA. On five occasions when the act 
was debated by the UkSabha-I98S. 1987, 
1989,1991 and 1993-the average duration 
o^the debate was 6 hours. 4 houn, I hour 
30 minutes. 3 hours 30 minutes and I hour 
10 minutes respectively. Again, barring 1991, 
on all occasions the act was renewed by 
voice vote. As for financial ctmtrol, for past 
decade or more parliament has been so 
pressed for time that very few itenu are 
scrutinised. The decline in the duration of 
budget session prompted the parliament to 
introrhice a system of standing conunittee 
for 40 ministries. They examine budget 
proposals of the respective ministries. 
However, there is no link between a standing 
committee which decides on qipropriatcness 
of the demand and the acceptance by the 
parliament of the demand for grant. A system 
of guillotine has been in operation which 
enables ministries to get their demand 
approved in absentia. Thus, executive’s 
accountability, in which parliament’s contnrf 
over budget forms an essotiial part, has more 
or less disappeared. 

There has conespondingiy been an increase 
in coercive powers of the executive and 
implies a disenfranchising of people. The 
ministry of home affairs says in iu anmial 
report I99S-96 that “keeping in view the 
leach.sizeandmagnituderrflerroristvioleiioB 
inlndiaandtheaULassistanceandcoimivance 
from across the border to anti-natioital 
elementt, the government introduced the 
Criminal Law Amendment Bill 1993 in the 
Rajya Sabha”. This is despite the country¬ 
wide revulsion against TADA. It is alio 
worth recalling that several statutes exist 
such as NSA, BSMA, and there are 
itmumerable state level PD acta. There is 
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«o eQougli evideiict to ihow itiit then it 
nk between e Mack law and incnaie in 
wieaaneu. 

It U dear that at every step the executive 
H tried to enlatge iu area of authori^ at 
eexperue of the people. Whatever lyMetn 
finttitutlonalche^andbalancet that once 
tilted hat eroded over the yean. For fuch 
vatt imiid-natiimal country, democratic 
'vemance alone can pro vide people acceu 


uipur - 24-year>old Neclam, 22-year-oId 
ina and 18-year-old Arti - tried to commit 
licide. AH of them were tuthed to hospital 
here two of them were dec land dead. These 
tee titters were the daughters of a widow 
idyawati and had an only brother Anant 
ho worked at a peon in the education 
y ai tment. Both uie mother and son had 
ten desperately trying to arrange the 
arriage of the eideu girl in the fan^. At 
ic place there was a good deal of hope but 
e negotiationt had been broken when the 
mand for dowry waa found to be beyond 
e capacity of this family. This had 
■patently set the three girls thinking about 
)w their brother would be able to arrange 
eir marriages. It is an indication of the 
irden of the dowry system on mir society 
at the only aoiiitiaii that occurred to them 
their dctpenie stale waa to take iheiT own 
e. 

This brings back memotia of another 
jually heart-rending tragedy which befell 
other family living on the outtkifu of 
igpur. In tMt cate three daughien of a 
■tty ofTicial committed suicide on the rail 
icki. This odicial had been pasting through 
fflculi times because of an earlier 
ispeniion case (in which he was 
auwundtly acquitted) and the long-term 
ness of Ids wife. Aitempls were being 
ade to find a groom for the eldest daughter 
atibha. 23. but the negodalions brake off 
MO the pnDtpeciivegrooin,apnmHy school 
ichar, aibiawily raised the dowry from Rs 
.000 to Rs 73,000. Tint was beyond the 
Mcity of tidt family and the proposal fell 
Mstgh. Id dds cate abo tbs Ihtee tialen 
rear to have tharoi^y thought ovar the 
lole maner and oonie to conctaskm that 


to vatiout institatjons of the stale in order 
to make g over nmen t and administration 
accountable as well ai to curb the intrinsic 
Mtthocitariaa tendendet of the executive. In 
this tense, imher dam making the executive 
accountable, these hat been abridgement of 
people’s ti^ By enlarging the scope for 
arbitniy foitctiaaing the republic is divested 
ofits fondamentai principle; that sovereigMy 
reaia with the people. 


their marriages and dowries would be too 
heavy a burden for their patents. Again in 
desperation the only solution that occurred 
to them waa to take dieir own life. 

Several other such cases have been reported 
when dowry daaned nmooent, detperste 
lives even before the marriage ceremony 
could lake place. In Kuli Baxarareaof Kanpur 
three eisten committed suicide by hanging 
themaelves, while in Paxalgaiy area of the 
same city a suicide attenqrt was made by four 
sitters. It is truly tragic that many years after 
the eiwction of anti-dowiy legislation, the 
burden of the dowry system cotttiiHies to be 
so heavy that some girls are driven to taking 
their own Hfe with the objective of relieving 
their parents or brothen of the burden of 
arranging dowries for iheirL 
C^ertain facton need to be noted in the 
context of these tragic incidents. Firsily. 
while the economic condition of these 
families was not good, it was not intoieraUe 
either, if the burden of arranging dowries 
had not been present, then these families 
would have managed to subsist, perhaps also 
improving their economic condition 
gradually. For example, in the case of the 
Nagpur tragedy the head of the family 
Veerbhan null was an aasistaitt tub-inspector 
of the SpeeW Reserve Mice ftnee who had 
only recently obtained a promotion. Two of 
hit daughim had also obtained Jobs as 
teadm in nearby schoola. Their salaries in 
these privately run schoolt were low, but 
there were prospects for improvenienL 
Even in the case of the more heavily 
buntawd Kargwr family td'Vidyawati, her 
ton did have a tegular foveramem job even 
Uiou^ only ns a peon, Md aU foe giiia hid 
msunpad lo obtain some ed uca dou. One of 
them sroi about to tit for bar pfivme M A 


exaimnation whik the two others were to 
sppearfbrBAandlnter exams,respectively. 

Another aspect of these ftuniliet that needk 
to be emphaaised is that from all available 
evidence these were clotely knit families 
and various members had a lot of aflectioo 
for each other. Patil’s daughien had really 
risen to the occasion m the time of nyuiiioe 
done to thdr faiher in the form of suspentioa 
from his job, and taken up various odd jobs 
to make it possible for the family to survive 
during this period of crisis. In tte family of 
Vidyawati also, the deep affection between 
the three sisters and their lone brother was 
a talking point of the neighbourhood. 

Thus it it clear that if the burden of rmdiiig 
dowries had not existed, then it is quite likely 
that these familiet would hive bm able to 
earn their subsistence. The willingneu to 
work nard and overcome economic adveenty 
wasceiiaiiiJypietem in these families. What 
clearly sap^ their will to Uve was foe 
hopelessly gigantic task of laving aomBthing 
like Rs 2,00,000 to 3,00,000 (or perh^ 
even more) which according lo prevailiifo 
norms would have been the minimum 
required to pay for the marriage of t hr e e giiii 
in a family. In such cases it is dear foal 
dowry makes all the difference b etween hope 
and bopelessiieas. between life and death. 

One source of hope in tbisdistnalsiluatian 
is provided by the aNIity of educated girli 
to take up jobs and so save some money for 
thdr mmiage. Bui even tfaia hope becomei 
dim because of the strong social presauK to 
ensure mamage by a certain age. As Veerifoan 
had told a reporter soon after the tragedy 
struck his family, in his community moat 
giris marry at an early age. *18eyaad 22 the 
girl is considered too old, after 23 yean yt« 
cannot get boys. Girts have to get married 
otherwise the s.iciety doein't look weU upon 
them. Society will also reject us. But the 
greed for dowry will never emT, be said. 
Further, be leminked “the cruel society has 
snatched my daughien from me. destroying 
a happy family and leaving us akne. You 
must let the world know that three mere 
innocent souls have been sacriAoed at the 
altar of the pagan traditioiu of this land.*' 
Anant, the devoted son of Vidyawati who 
had stniggled for several yem for the 
marriage of hit asters, fold repottenTi was 
my gieatea desire that I sbookl pm Biy 
sisters on the wedding palanquin, but today 
I was forced to lift th^ funeral pyres”. 

This it not a tragedy of only Veeihbai^aad 
Anant - hundreds of ihouswds of other 
families at the maigiD are being driven, to 
despertiion due to the growing burden of 
the oppreuive dowry system. The ggst 
experimcehasdearlyshownihatlegitlmioa 
is not enough and only a sodo-otihiifo 
movement can save these ianmasisulj 
deaparate families from such en r U i l y 
avoMaUe tragediea. 


Iiirden of Dowry System 

haratDofrtt 


housands of families at the margin are being driven to desperation 
ue to the growing burden of the oppressive dowry system, 
egislation quite clearly is not enough: only a socio-cultural 
\ovemeni can prevent situations which compel so many young girls 
> attempt to take their own lives. 


N Augua 3. 1993 three asters living in 
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Mother Teresa: Mirror of 
Bourgeois Guilt 

Vyay Praihad 


For Mother Teresa poverty is the condition of saintliness. Poverty, 
then, ceases to be bad and instead becomes something to be 
celebrated. The poor can be treated with condescension as those who 
will redeem the world by their acceptance of charity. Such an 
approach becomes a part of a global enterprise for the alleviation of 
bourgeois guilt rather than a genuine challenge to those forces that 
produce and maintain poverty. 


TO open the life of someone like Mother 
Teresa to scrutiny is always difTicull. First, 
there is an aura that surrounds her image, one 
which seems todisallow any formof criticism. 
Second, there is a sense of inadequacy in all 
of us towards her spartan life, filled with a 
genuine sense of service. There are some 
similarities with Gandhi, who also made 
criticism seem absurd as he sat amongst the 
poor in their clothes and with a smile on his 
ineffahle face. Certainly, MotherTeresa was 
an extraordinary person, or else there would 
not be such attention at her death on 
September S, 1997. Lenin, in 1905, urged 
Marxists not to be dogmatic towards religion. 
’‘Unity in this really revolutionary struggle 
of the oppressed class for the creation of 
paradise on earth", he wrote, “is more 
important to us than unity of proletarian 
opinionon paradisein heavetL’" Ourcritique 
of Mother Teresais not intended to downplay 
her role in the amelioration of suffering 
amongst some of the world’s poor. We are 
interested in the limitations of her work, not 
in the intricacies of her theology nor of her 
efTicacyintheological terms. We will analyse 
the way in which her work was part of a 
global enterprise for the alleviation of 
bourgeois guilt rather than a genuine 
challenge to those forces that produce and 
maintain poveny. 

Our problem with Mother Teresa begins 
with her glorifiers who have removed her 
from the realm of history and deposited her, 
during her lifetime, in the realm of myth, 
ft all began with Malcolm Muggeridge’s 
1969 documentary and 1971 book. Some¬ 
thing Beautifitl for God, which transported 
a lo^ soci^ worker to a saint (stuck with 
bad light, Muggeridge, claims MotherTeresa 
did a “miracle" and allowed for wonderful 
footage).' Soon, the entire panopi y of media 
and professional mendicant descended upon 
Calcutta and put the city down in order to 
lift Mother Teresa up. (^cutta became the 
ahistoriCal emblem of distress.' Its imperial 
past and communist present did not enter 
into this representation of the city. There 
was no sense of the destruction wrought by 
the East India (Company (few question its 
reponsibility for the 1769-70 famine, 
wherein one-third of Bengal's population 
perished) nor of the British empire (few. 


indeed, question its role in the 1943 famine, 
wherein between three and five million 
people died). These are examples from 
famines, the more graphic marker of 
imperialism's practice.' Further, there was 
no interest in the events in East Pakistan 
(Bangladesh, after 1971), from where 12 
million refugees descended upon West 
Bengal. Muggeridge and his ilk pay little 
heed to the production and maintenance of 
poverty in Bengal. Of Calcutta’s poverty, 
the anthropologist Claude Levi-Strauss 
noted that “they are more like a natural 
environment which the Indian town needs 
in order to prosper". India, for him, is a 
“maityred continent" whose people are not 
poor for any reason other than demography. 
Levi-Strauss, like Lapietre and Muggeridge, 
relies upon Malthusianism (“over- 
populated”), a theory which cannot grasp 
the structural problems of the region, but 
which offers cheap slogans in the service 
of callousness.’ Thmc writers turn Calcutta 
into a vile pit, oppressed by its teeming 
millions, rather than exploited by the forces 
of international capital; the salvation of the 
city is not to be found in anti-capitalist 
movements, but in the intercession of the 
proto-saint. 

During the period of Muggeridge’s visit 
to Calcutta, die Communist Party of India 
(Marxist) (CPM). the Communist Party of 
India(Cn) andthe Bangladlongress formed 
a United Frcmt experiment They pledged to 
“govern and mobilise" the people, not to 
simply perform the tasks of a state in crisis, 
but alto to organise the peasantry and the 
proletariat and to devolve power in their 
hands. During these experiments, the 
Congress attd their US all^ conducted a 
reign of terror against the communists. 'The 
wc^ of the United Front was insistently 
disrupted and the police elimimded many 
young people for thur belief in equality and 
freedm. In 1977, the Left Front (of the 
CPM, CPI and other Left allies) won their 
first of ft ve consecutive elections (they have 
ruled West Bengal for an unbroken 20 yean). 
AnimportantcnsequenceofthcLeflPKint- 
led “agrarian struggles and the mass mobili' 
ration of someof the pooiest people for their 
economic rights has been the raising of 
political awareness. Tte poor, therefore, are 



no kuiger pUaUe clients of local eftaa, b 
assertive and vigilant partidpanis in toe 
democracy."' It serves the anti-coamiml 
pu^ts well to ignore these devefopmen 
and to concentrate on saintlineu inaten 
Once the Left is erased, the only hope ft 
the poor appears to be Mother Teresa. Ht 
ownhistoiy (her pastand present) was tapidl 
superseded by her myth. This was coa. 
pounded after the Indian government gav 
her the Prize of the Miraculous Lotus, th 
Vatican gave her the John XXIII Prize fo 
Peace in 1971, the US gave her the (3ooi 
Samaritan prize and the IF Kennedy awuij 
the British bestowedupon her theTempletoi 
prize in 1973, theUN struck amedal in he 
honour in 1975 and in 1979, the coup di 
grace when she received the Nobel Prize fo 
peace. 

To return Mother Teresa to history is h 
start with her real name and her place o: 
birth. Few know her as Agnes Bqjaxhiu oi 
Albania (born 1910), a young girl who joiner 
the Institute of the Blessed Virgin Mary (the 
Sisters ofLoreio)and came toindiain 192$ 
to reach at one of Loreto’s many schools foi 
elite girts. The Loreto order was founded ir 
1609 by an Englishwoman Mary Ward 
(1585-1645), who wished to create an 
organisation parallel to the Society of Jesus, 
but who had to be content, undn* chutcli 
authority, with an educational order pledged 
to train tlM elite across the globe.' Agnes 
taught for close to two decades in the Loreto 
schools of Calcutta before she gained 
exclaustration from the Vatican and founded 
the Missionaries of Charity (1950) in 
independent India to continue ’X^hrist’s 
concern for the poor and the lowliest” (a: 
the 120-page constitution of the Missionaries 
puu it). 

The Missionaries set up homes for the 
dying, a leper village and a children’s home. 
ITiey certainly tnought relief for many people, 
not in medical terms, but with love and 
affection. Mother Teresa’s sisters attempted 
to sooth the ails of the ill and the dying with 
the balm of love, since many had ordy 
rudimentary training in the arts of allopathic 
medicine (or any tn^ical tradition, for that 
matter). The Mother herself had spent a few 
rtxmlhs of 1948 to train as a mescal mis¬ 
sionary with the Medical Missionary Sisten 
in Pama (founded by Mother Aruia Dengel 
((1892-1980) in 1925 in the US), but her 
own sisten did not avail of medical ethicatioiL 
In 1994, Robin Fox visiled the Missionaries 
of Charily in Calcutta and found that the 
sisten did not utilise modern technology 
(nraably study of blood to determine such 
common ailments as malaria from other 
illnesses). The sisten used no procechires to 
distinguish the curable from the incurable. 
“Such sytematic approaches are alien to the 
ethos of the home. Mother Teresa prefen 
providence to planning: hertulesareiMgned 
to proven! any drift towairis maierialim” 
On the question of pain and its alleviation, 
the sisten offered no relief for the dying. 
"I could not Judge the power of their spiritual 
approach,” Fox wrote, “but I wu diatuibed 


2856 


Economic and Ptriiticai Wedtiy November 8. 1997 



toleamdiMtbefoniauIttyliidiideiiw 
ualgeriaV In hUhoaatappnlul of Mother 
Tema, Chiiitopher Hitchens argues that 
■nhe point is not the honest relief of suffering 
but the promulgation of a cult based on 
and suffering and subjection”. Further, he 
notes, “helpiessinfants, abandoned detelicts, 
lepers and the terminally ill are the raw 
mkerial for demonstrations of compassion. 
They are in no position to complain, and 
their passivity and abjection is considered 
to be a sterling trait."'® This is a far cry from 
the communist experiments. 

Blessed are the pcxrr in spirit”, says the 
Gospel of Matthew, “for theirs is the 
lcingdomofheaven.”Povertyisthecondition 
of saintliness, an idea shared between the 
Christianity of Mother Teresa and the non- 
denominational saintliness of Mahatma 
Gandhi. Both identified the poor as the 
blessed and they both sought not to abolish 
poverty, but to valorise the poor and suggest 
that only amongst the pow can one find 
happiness. Gandhi wrote extensively of the 
“dignity of poverty” and he extolled people 
to see joy of poverty. In 1931, he noted in 
London that those who are in an ideal state 
of poverty "possess all the treasures in the 
world. In other wtHds, you really get all that 
is in reality necessary for you, everything. 
If food is necessary, food will come to 
you.”" Along these lines. Mother Teresa 
noted that poverty is “Wautiful”. Poverty, 
then, ceases to be bad, but it becomes 
something to celebrate. The poor can be 
treated with condescension as those who 
will redeem the world by their acceptance 
of charity. This approach expresses no 
interest in the causes of poverty and in the 
condition of patronage demaiided of the 
poor by the charity industry. Upon Mother 
Teresa’ i death, her successor Sister Nirmala 
noted that “poverty will always exist. We 
want the poor to see poverty In the right 
way - to accept it and believe that the Lord 
will providc.”"The Missionaries of Charity 
preach subservience and fatalism, two habits 
that hold back any hope of the politicisation 
of the poor towards genuine social change. 
Their approach, fortunately, does not 
exhaust the wide-ranging positions taken 
within the Catholic community. 

Pope John XXIII (I9S8-1963) offered an 
impcHtant encyclical to the Catholic world 
on May 13,1961 (“Mater etMagistra"). He 
ur^^churchtoconcemitsclf with‘man's 
daily life, with his livelihood and education, 
and his general, temporal welfare and 
propoty" (para 3). The Pope looked back 
to an historic 1891 encyclical of Pope Leo 
XIII (1878-1903) which “defended the 
worker's natural right to enter into association 
with his fellows” (para 22). Further, he 
revisited Leo XIH's criticisms of capitalism 
u imraoral. “Enormous riches accunailated 
in the hands of the few”. John XXIII wrote, 
"while iHge numbers of workingmen found 
themselves in conditions of ever-lncreating 
hardship. Wages were insufficient even to 
the point of reaching starvation level, and 
working conditions were often of such a 


nature as to be iiijurious alike to health, 
morality and religious faith” (para 13).Thts 
document, among others, formed the basis 
for the Second Vatican Council (1962-65) 
which overturned the conservatism of John 
XXIII's predecesson. Motbtf Teresa was 
consisteritly opposed to Vatican 11 and to 
John XXIII. She welcomed the accession of 
Pope John Paul n (1978-pteient), whose 
fundamenulism on a number of issues c^ 
closer to her own brand of Catholicism. 
Mother Teresa walked in step with Pope 
John Paul II who was not only opposed lo 
abortion and women entering the priesthood, 
but who was not too keen on the radical edge 
of Liberation Theology.” Of IXarui Spencer 
and Mother Teresa, Katha Pollitt ri^tly 
notes that they are “flowers of hierarchical, 
feudal, essentially masculine institutions in 
which they had no structural power but whose 
authoritarian natures they obscured and 
pretti fled. Behind them hides an unbroken 
hegemony, made sweet by Saint Diana and 
Teresa. 

Many believe that Vatican 11 refounded 
Catholicism on social justice and radical 
action in favour of the poor. John XXIII did 
not, however, champion engagement with 
theroots of poverty, for he urged his followers 
to preserve the rigjit of big capital to hold 
onto the means of production (what be cal led 
“property", but which could hardly mean the 
meagre belongings of the proletariat and the 
peasantry). Along with Pdpe Pius XI (1922- 
39), John XXIII argued for a distinction 
“between (Ilommunism and Christianity", 
since socialism is “founded on a doctrine of 
human society which is bounded by time and 
takes no account of any objective other than 
that of material well-being" (para 34). From 
this caricature of socialism, the Pope urged 
his flock to eschew making alliances with 
the Left ai)d he noted that the church must 
work to ameliorate conflict and to stop “a 
widespread tendency to subscribe to extremist 
theories far worse in their effects than the 
evils they purport to remedy” (para 14). 
Many Catholics, however, do work without 
Vatican sanction, in fact with the “ditect 
disapproval” of the Pope.” This is the path 
of Liberation Theology, of some who follow 
Dorothy Day within the CaihoUc Worker. 
of those radical s onboldened by the struggles 
of the figure of Jesus to fight against the 
causes of poverty, notably in our epoch, the 
capitalisu. Such a tradition includes within 
it the assassinated Archbishop Oscar Romero 
of El Salvador who engaged with the 
structural causes of suffering and did not 
glorify pain in any way; it includes Dan 
Berrigan SJ of the US who, in 1967, wrote 
that “killing is disorder, life and ^tleness 
and community and unselfishness is the only 
order we recognise. For the sake of that 
order, we risk our liberty, our good name. 
The lime is past when good men can remain 
silent, when obedience can segregate men 
from public risk, when the poor can die 
without defence”;'* and it further includes 
those Catholics in Latin America about 
whom the Guatemalan military wrote that 
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they saw “no diflaeace between Calholka 
and the Conununist subversives”.” To be 
fairio MotherTeresa.whenshewascriliciaed 
in Latin America for her hiliire to grasp the 
roots of poverty, she said that “if people tel 
it is their vocation to change structures, then 
that is the work they must do.”'* This is a 
rather non-committal statement, but it does 
offer some suggestion of Mother Teresa’s 
own inconsisietu posidon on poverty. That 
is, if poverty is “beautiful” and if it is 
inevitable, is there any point in identifying 
and combating the structures that produce 
poverty? 

Perhaps the most disturbing thing about 
Mother Teresa is the company she kept, 
partly, 1 think, for raising moiKy to do her 
work. She is, of course, not alone, since 
many non-governmental organisations 
(NGOs) are prone to cavort with the rich and 
famous from whom they secure funds to do 
their work. The NGO phenamenon raises 
substantial questions about democracy and 
the tendency to abandon the state as the 
siteofstniggleCie. toabandontheinstnnnem 
of the stale as a redresser of social wrongs). 
With the withdrawal of the state frra 
intervention for social justice, notably since 
theeconomiedowntumfrom I967>73.NGOs 
entered those vacated zones (such as healtb 
care, primary education, nutrition). The 
World Bank, under Robert McNamara, 
championed the NGO as an alternative to 
the state, leaving intact global and regkmal 
relations of power and production.” 
McNamara mi^ his famous s f cment s 
about NGOs at the annual meeting of the 
World Bank' s Board of Governors in Nairobi 
in 1973,about the time whenihemoneuuisis 
(under Milton Friedman and F A Hayek) 
dethroned a watered-down Keynesiaiiism lo 
end faith in slate engmecring (and to. 
withdraw the state to its role of guardian of 
property, both as pohee and as law couiti). 
The monetarist attack on stare intervention 
allowed the NGOs to emerge as a non-stale 
instrument, to be funded privately, for 
development. Therefore. NGOs allowed 
stales to reduce taxes and abdicate the creation 
of social equality. Now, the pndelaiiM and 
peasantry had to wait upon the chvitabie 
bene volence of the rich 0^ the NGOs rather 
than demand redress from a de m ocratic 
state. NGOs rely for their sustenancxi not 
only upon accountable sonreet of finance 
(state funds), but on |wivaie donation (speh 
as foundations Of from individuaU.)Fm the 
latter, there are many motivatkms for dona¬ 
tion, only one being charity. Another, perhifs 
a domi nant strand, seeks to rei n in the actions 
of those who are politically otganiiing the 
poor towards an eventual confrontation with 
congealed power.'Thinkof thg^widt whom 
Mother Teresa it often photographed. Dim 
SpefK». Michele Duvalier (wife of the 
notorious Baby Doc Duvalier), Nancy 
Reagan and Hilitfy Qinion, Robert MaxweU 
and finally, Charles Keating. These are the 
cdebriiica of the charity industry. 

CSiailes Keating is remembered as the 
emhtera of the Savings and Loans fiaaoo. 



wbereiii bis own Lincoln Snvli)^ and Loan 
Association requited a $ 2 billion bail'OUt 
bythe federal govenunent due to its licentiaus 
expenditure of the public’s money. In 1992, 
Keating was choiged with 70 counts of 
lacketecring and fraud, and he spent a brief 
period of his ten-year sentence before a 
federal judge found him innocent due to a 
procedural problem during the trial. Keating 
not only ripped off the US workers of millions 
of dollar, but he bribed five US senators (the 
“Keating Five") to prevent his prosecution. 
During his halcyon days, under the false 
hope of Reaganism. he donated $ 1.25 
million to the Missionaries of C2iarity and 
lent his private jet to MothcrTctcsa for her 
travels. At the same time, he lent $ S.5 
million to save his friend Jerry Falwelt’s 
ailing AMI. an ally from the days when 
Keating served on a Nixon appointed anti- 
pornography commission. When Keating 
was brought to trial in 1992 (before the court 
of none other than Judge Lance Ito), Mother 
Teresa wrote the go^ judge a lener on 
behalf of her friend on January 18, 1992.^' 
The first sentence spanks of hypocritical 
humility, “we do not mix up in Business 
or Polilicts [sic] or courts”. Of course, this 
is Just what the letter attempu to do, since 
the Mother notes that “Mr Keating has done 
much to help the poor, which is why I am 
writing to you on his behalF*. Then, in a 
Reaganesque manner. Mother Teresa offers 
Ignorance as a cover for her plea on behalf 
of Keating. “I do not know anything about 
Mr Charles Keating’s work or his business 
or the matten you are dealing with. I only 
know that he has always b^ kind imd 
generous to CJod’s poor, and always ready 
to help whenever thm was a need." She asks 
Ito to go inside his heari, prey and follow 
the example of Jesus. Eithw the Mother is 
naive, which is unlikely, or she does not 
evince any concern for (he means by which 
Keating made that money (against “Cod’s 
poor"), only a fraction of which was returned 
as charity to earn the prestige of Mother 
Teresa's name. 

Mother Teresa, like other "non-political" 
service organisations, ended up compro¬ 
mising her principles for her b^factors. 
During the referendum in Ireland to end (he 
constitutional ban on divorce and remarriage 
in 1995, Mother Teresa travelled around the 
Emerald isle preaching against the feminists 
for whom this was an important battle (they 
won by a narrow 50.3 per cent against 49.7 
per cent on November 24, 1995). At tbe 
same time, Charles and Diana Windsor spoke 
of moving from separation to divorce (on 
November 20, Diana gave an interview to 
BBC). Mother Teresa, in an interview to 
Latfiet Home Journal, noted of that marriage 
that “no one was hiqipy".” For those in 
power, one has one set of principles and for 
those who are powerieu, one has another. 
The examples are numerous of this form of 
reversal of principle. 

During the night of December 2-3,1984, 
roeibyl isocyanate left the environs of a 
Union Carbide factory and poisoned 


thousands of people. Tbe Bhopal massacre 
by Union Carbide was but the jiioatfla|Tant 
example of a transnational corporation’s 
disregard for human life at the expense of 
its own proflL in 1983. Union Catbide’s 
sales came to$9billion and its assets totalled 
$ 10 bilikm. Part of this profit came from 
a tendency toshiik any respondbility towards 
safety standards, not just in India, but also 
in their Virginia platiL After the disaster, 
MotherTeresa flew into Bhopal md, escorted 
intwogoverament cars, she offered Bhopal's 
viaims small aluminium medals of St Maty. 
“This could have been an accident," she told 
the survives, “it is like a fire [that] could 
break out anywhere. That is why it is 
important to forgive. Forgiveness offers us 
a clean heart and people will be a hundred 
times better after it." John Paul II joined 
Mother Teresa with his analysis that Bhopal 
was a “sad event" which resulted from “man’s 
efforts to make progress’’.” There is 
something terrifying about these statemmts. 
Both are able to step away from what is 
widely recognised as a flagrant example of 
corpotwe greed. 

Bengal's proletariat and peasantry are, 
each day, in the midst of a process of 
politicisation. As a balm, some have taken 
shelter in the embrace of Mother Teresa (just 
as they do in tbe arms of the Raroakrishna 
Mission, less visible to the Euro-American 
media), and others are mystified by her 
ceaseless activity. Unlike the bourgeoisie, 
she remains dressed in simple garments and 
continues, in a humble fashion, to trod a self- 
admitted endless path. Her Sisyphian labour 
is meantngful to the proletariat, the peasantry 
and the unemployed, whose own labour 
appears in this light. As lines of demarcation 
become distinct, as the communists make 
clear the different approaches to poverty, 
the admiration of the people will lessen. But 
this is not an essay about Mother Teresa 
only. It has attempt^ to provide a sense of 
the charity indus^, a trough for bourgeois 
guilt. There will be many Teresas in the 
^ture to assuage this sensibility of guilt, 
itself unresolvable under the cruel rule of 
capital. 
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REVIEWS 


Redefining Urban Politics 

VNath 

Jlworict of Urban Politics, edited by David Judge, Oeny Stoker and Harold 
il^oltnan; Sage Publications, Thousand Oaks, New Delhi, 1995. 


PHE book is a collection of 14 articles, four 
>f which have been written by the authors 
hemselvcs about the various theories on 
ixercisc of power in the cities of Anglo- 
Vmerica The US, the UK and Canada. The 
luthon are professors of political science, 
irban planning and policy development, 
;eography, etc, in various universities in 
Vnglo-America. About half of them are from 
iniversities in the US and the rest are mainly 
rom universities in the UK. Thus the book 
s devoted entirely to review of theories of 
xercise of power in the cities of Anglo- 
.merica. One could legitimately ask ifit has 
ny relevance to the exercise of power in 
K cities of other regions. The question 
ould be answered only if there were some 
ontributionsby authors from other regions, 
'he authors themselves recognise this 
mitation. They say, “In this book we are 
oncemed primarily with urban theories that 
lavecurrency in theUniled States and Britain, 
llhough many of the theories have relevance 
} other countries - that is how well these 
leories iTavel” (p II). 

In India, for instance, the politics of the 
ities is greatly influenced by the politics of 
re state and national levels. The political 
arty that is in power in a state tries to ensure 
01 only that it is in power in the principal 
ities of the state but also in as many 
anchayati raj institutions os possible. Indeed, 
w results of elections to the municipal 
arporations of the principal cities or the 
anchayati raj bodies that have respoasibility 
rr rural development are considered to be 
barometer of the increasing or declining 
opularity of the party in power in the stale. 
I the UK also the results of elections to 
rban councils are considered to be a 
arometer of the increasing or waning 
opularity of the principal political parties. 

' the party in power in the country loses 
uvily in elections to the urban councils or 
her local bodies, it is bound by convention 
* call a general election soon after in otder 
> convince the electorate that while it has 
at in governance of the cities, it still retains 
leir confidence to be in power in the countiy. 
Uiban govemmott is concerned primarily 
ith providing essential services to tire 
isidents of the urban areas within its juris- 
ctionandadimnistrMionoflhetawsrelating 
' its governance. However, these two func- 
ont are not the Ksponiibillty of the urban 


government alone. On the contrary, several 
essential services such as primary and 
secondary education are provided in the 
American cities by autonomous school 
boards. 

In India as well as in the US and UK 
electricity is provided by public or private 
institutions which arc not under the urban 
local body. Telecommunication services in 
most countries including the US. UK and 
India are not under urban local bodies. 
Maintenance of law and nder, in the urban 
area, a primary responsibility of urban 
governments in both US and UK is the 
responsibility in India of police forces of the 
state government. 

The authors acknowledged this limitation 
by stating in the first page; "The purpose of 
this edited volume, therefore, is to bring 
together leading scholanfrom both sides of 
the Atlantic to explain and assess the major 
theories underpinning the study of urban 
politics. The authors, pre-eminent scholars 
in their own tight not only review the theories 
but stake out their own positions and 
contribute to the debate." One wishes that 
they had not considered themselves pre¬ 
eminent scholars but left it to others to judge 
their eminence in scholarship. 

The authors divide theories ofurban power 
into three types - normative, prescriptive 
and empirical. It is scarcely necessary to 
explain to the readers of this journal the 
difference between the three types. 

Pluralism vs Elitism: Inadcmocracy power 
should be exercised by the mass of the people 
through their elected representatives. 
However, the studies conducted in some 
American cities particularly in Atlanta and 
New Haven intficale that it is exercised by 
an 'elite comprised primarily of business 
interests. Judge mentions in his chapter on 
Pluralism, that in Atlanta, a small group of 
economically and socially pre-eminent men 
by dcteimining policy informally behind the 
scenes were seen to have suboriinated the 
role of civic and political leaders (p 15) and 
“the political tytlem was thus seen to be 
permeable in thtf it remained open to groups 
who are active, organised and wnl to be 
heard (Dahl;1986. p 182-83X1]. However, 
the findings ofNewton (p 22) in Birmin^iani. 
which be considered to be typical of British 
cidet, were somewhat different. He found 
that among the three areas of his study - 


housing, education and race teladoni - 
housing was characterised by n extra¬ 
ordinarily high level of public invtXvemem 
and at the same time a high level of (locd) 
pressure group activity (1976:22l)[2j. 
Education was more of a national pvty 
political battle but nonetheless “local preum 
groups" played a full part in the sequence 
of events (1976:222). Race relations on the 
other hand provided an example of “the 
politics of the powerless" with the issue 
“gemly shunted on toapditical siding where 
it has bixn left for‘poweriess’and luniikai' 
bureaucrau to handle". On the contmiy, 
bureacrats are immensely powerful in most 
cities. They are the principal executors of 
the policies and programmes of the polllicai 
pany in power in the city. Rifthetinore. their 
work can also do enormous harm to the 
interests of the weak and the poor. It is a 
common experience for resided of most 
cities in India that even the lowest level 
bureaucrats do not listen to anyone who it 
not willing to bribe them for essential tasks 
such as grant of an electricity connection to 
a house owner or conccting a mistake in 
assessment ofhis orher property tax. Bratalky 
of the Indian police is too well known to 
be dwelt upon. 

Another limitation of piuraliam which DaU 
found in his first study in New Haven is that 
"most citizens are indifrerent about public 
matters unless public actions encroach upon 
their own primary activities which is not 
often or for long". Thomas and Svitch claim 
that this was not unique to New Haven, and 
that “most big cities had relati vely few active 
and influential pressure groups” (p 24). 
Apathy and indifTerence about civic maiten 
is the case among residents of most Indiaa 
cities also unless decisions of the munkipal 
body hurt their primary activities. It is aJao 
true that the activities ^ decisions of mom 
municipal bodies are greatly influenced by 
organised pressure groups tike big buiklere 
or those who want to grab public land for 
building activities. In Bombay the trade 
unions are so powerful that they have 
prevented vacation and ledevelopiiiem of 
their land, by the ownen of *sick' textile 
mills which have been closed for two or 
more decades on the ground that the 
redevelopment would bring undue profits to 
the owners. They are oblivious to the fiict 
that the land reclaimed by the demolition of 
the sick mills could be used for buildiac 
much needed housing by public authorities 
for various groups includii^ the poor and 
for location of small or medium scale 
enieqiritei in rapid growth industries or fur 
public purposes such as builtfing of adnata, 
health centres or parks which would beneflt 
jhem. InD^i also, the workenofAeDeiU 
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Cloth Mill blocked the telocttkm<rfthe mJU 
outside the city and development of the 
vacated land by the owners for several yean 
although the owners had guaranteed 
employment to all the workers in the new 
location. Gosuteof many loss-making public 
sector enterprises is similariy blocked by 
powerful unions of workers because of 
their fear of loss of employment. They 
are oblivious to the fact that most young 
workers could be trained in new skills which 
are in great demand, while the old woricers 
could earn a suitable pension .This obstructive 
and short-sighted attitude is harmful to 
national economic growth and expansion of 
employment for the workers themselves. 

Elite Theory and Growth Machines 

“Anyone who ever thinks about the world 
in terms of what they are doing to us or for 
us carries an implicit elite theory in his or 
her head. They are the elite the groups of 
individuals whose decisions play a crucial 
pan in shaping the lives, choices and Ititure 
of the mass of the people... whether we live 
in democratic or authoritarian societies. Com- 
monsensc generally tells usthatcomrol over 
crucial resources like property, money, the 
legitimate use of violence, political influence, 
scientific knowledge and so on is concen¬ 
trated in the hands of a few. Social stiuctures 
resemble pyramids with a relatively small 
number of very powerful people at the top 
gradually giving way to a large mass of 
'unpow^uf individuals at the bottom. Elite 
the^ is based on this hierarchical concep¬ 
tion of society and concerns itself with rela¬ 
tions between the rulers and the ruled, the 
powerful and the powerless. Modem elite 
theory has developed over the last century 
butrigorousconceptionsof elites and elitism 
go back as far as ancient Gfeece[3). 

Attitudes towards elite rule could range 
front favouring it to believing that it is 
inevitable because it is efficient (i ted). HuiUer 
in his study of Atlanta, Georgia also found 
like Dahl that the elites were predominantly 
powerful teisinessintetests. Humer’sseminal 
study offered scientific evidence that local 
representative democracy in the US was just 
a smokescreen for dominant economic 
interests (p 39)[4]. However, besides leadm 
in business. Hunter included those with power 
connections i n government, civic assodations 
and society activities” (p 36). Hunter further 
explained that the real elites, the powerful 
business interests within key Atlanta 
businesses, few were, visible to the lay 
community. They generally left it to othen. 
leu important or senior than themselves to 
‘c most active within busineu and civic 
associations... Atlanta's mayor was the only 
' ov em ment figure seen u belonging to the 
decisioii-making group (p 39). 

In the US and in most other crxintries, 
xonomic growth is perceived to be good 


beomseitincieasesenqittoymentandiiiooine 
and is considered to con^biite to Increase 
in welfare. In most cities in the US, the local 
governments favour it because it increases 
their tax base; because their tax reveiwe is 
derived mainly from taxes on buttnen and 
property. Property owners called rentiers by 
Harding are particularly inteiested i ngiowth 
because it increases the value of their land 
and other property. Indeed there is rigorous 
competition among US cities for attracting 
new business and small industries. In India 
too land and other property owners in most 
cities are interested in growth of businesses 
and small industries for the same reasons. 
In the UK however, urban governments are 
not so keen on influx of new industries and 
businessinthcircities because theirrevenies 
from local property uixes are greatly increased 
by grants from the national government for 
imptetnenting education, health care and 
other welfare programmes and expansion of 
housing particularly for low and middle 
income groups. Logan and Molotch are of 
the view that economic growth is not good 
for all. ‘'The costs fall disproportionately on 
low income community and marginal local 
businesses which are often physically 
displaced by redevelopment strategies, 
because they can rarely compete with new 
residents and commuters for new 
employmem opportunities" (pp 43-44)[5]. 

The chapter on ‘Polilical Leadership' 
begins with trying to define what constitutes 
a leader. Garence Stone, the author says, 
“Aimless interaction requites no leadership. 
Leadershiprevolves around purpose"[6] and 
“the leader is more skillful in evaluating 
(his) followers’s motives, anticipating their 
responses to an initiative and estimating 
their power bases than the reverse. Finally... 
leaders address themselves to followers’ 
wants, needs and other motivations as well 
as to their own and thus serve as an 
independent force in changing the make up 
of their followers’ motive base through 
gratifying their motives (p 97).,. When 
difficulties arise, a call for leadenhip is 
inevitably sounded. The called for leader is 
seen as someone with vision, someone with 
a plan of action, and periiaps someone with 
the ability to summon people to extraordinary 
effofU" (pp97-98), However.afterdeicribing 
these qualities of a leader, the chapter it 
concerned primarily with describing the 
personal qualities, the Careers, the 
achtevemems and failings of four mayon in 
three American cities - James Curley in 
Bostoninthe I920i and the 1930s, La Ouanfia 
in New York in the I940t, Richard Daley 
from 1935 to 1976 and Harold Washington 
from 1976 to 1961, both in Chicago. Two 
of them - Curiey and Daley - were Irish, 
LaGuardia wasan Itaitan, white Washington 
was black. All of them, also successfully 
undertook large progiammes to proinoie the 


welfaR of tbisir constto tt w. Two of tbeo. 
La Ouardla md Daley undertook Ivge 
prognnunes of infnutnicture devdopoeot 
to bring business to theirdties. James Curley, 
himself an Irishman, implemented large 
programmes of education, health care and 
sodal wdfare for his coostiiuents - the poor 
Irish immigrants. He spent lavishly both 
from local taxes and federal giants to 
implement these programinet. Becauie of 
them... he was called ‘mayor of the poor’. 
However, be aHenated the predominantiy 
Protestant business interests, so that there 
was no signiflcantexpansionofteisineu and 
industry in the dty which would have 
provicM larger employment to hit poor Irish 
consticutents. Furthermore, he continued the 
corruption ridden spoils system and used it 
for personal gain (pp 99-100). 

La Ouardia in New York greatly increased 
the efficacy and quality of dvic services 
which were riddm with corruption and 
ineffidency before him and made New York 
an attractive city for business. He did this 
by appointing high quality managea to head 
various services without alienating the 
powerful workers’ unions. “La Guanfia not 
only maintained a record of unassailable 
personal honesty, he overturned New York’s 
spoils system... La Guardia expanded New 
York’s merit system weakening Tammany’t 
base of power and at the same time opening 
dty positions, to nmn and women who 
were younger.bcnercducatedandnon-Irish" 
(P I01)(7I. 

Richard J Daley in his 2S-year- long tenure 
as mayor of Chicago undertook large pro¬ 
grammes of improvement of infrastructure 
and suppressing violence and crime in the 
city so that it became more attractive for 
business. However, he paid ihtte heed to the 
needs of the blacks, who formed an increasing 
proportion of the population of the city, 
besides being its poorest and most depriv^ 
class. He was the nuyor of the whites. 
Furthermore, he identified the dty with 
himself. He was both the mayor of the dty 
and the leader of the democtatic party. Unlike 
any other mayor, he was the local counterpart 
of the American presideni - the chief 
executive and leader of the political p«ty 
to which he belonged[8]. Washington’s 
primary interest was in the welfare of the 
blacks, and while he had significant 
achievementi in this direction he abenated 
business. His tenure was brief and like the 
Irish in Boston under Curley his Mack 
coAstitiKtits did not have larger emptoymenl 
opponunitiet. 

From these biograplucal deicriptions, it it 
dear that all four leaiden had puipose. They 
were skillftil in evaluating the ne^ of their 
foUowen and folfUling them. Only one o( 
them. La Ouardia in New York, aim ed a) 
and succeeded In improving the effidenc) 
of detiveiy of terrices; the othen wen 
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cdnoeniedpiloiaiilywidiftUfllUiigtheneedi 
of their foUowen. Two of them, La Ouardia 
in New York and Daley in Chicago, aimed 
at and tucceeded in making their cities 
attractive forbiuinen. But Washington and 
Curley both alienated business, so that 
their constituents did not have larger 
employment opportunities. The rest of the 
chapter ia devot^ to analysis of the role of 
the various bureaucratic institutions - city 
councils, school boards, county govern¬ 
ments and special authorities that arc 
responsible for implementation of state 
law and providing various services within 
a metropolitan area. 

"An analysis of bureaucrats centres on the 
fundamental issue of control. It looks so 
simple: most citizens think of democratic 
governments as consisting of electedofficials 
‘who reflect the will of the people' by enacting 
policies and hiring bureaucrats to implement 
than. Thus fundamental to democracy is 
control of the bureaucrats by the elected 
officials. 

It is the purpose of this chapter to show 
that such a simple model of democratic 
government is seriously misleading. It is not 
supported by the day-to-day facts of 
government and it is a poor model for the 
conduct of popular business. The reason is 
that the very nature of control is 
fundamentally inappropriate in trying to 
underatand governments, urban and 
otherwise (p 72). It is argued that budget 
maximiaing bureaucrats use their superior 
information about the requirements of 
implementation and implore elected ofTidals 
to expand government beyond what is 
efTicienL On the other hand it is claimed that 
buieaucrats are responsive to the needs of 
business driven by the need to expand their 
tax base as capital flees the confines of the 
statutory city. Both views are pessimistic 
about the potential for democratic 
government because of failure of popular 
control of buieaucrats. But both views are 
incomplete and hence of limited utility in 
understanding how communities are 
governed” (pp 72-73). 

The first Matemem in the second paragraph 
of the above quotation is in the view of this 
reviewer applicable to ‘bureaucrats at urban, 
state and niukmal levels in India and many 
other countries. The second statement 
bo wever is peitinem onl y to A merican ci ties. 
‘The notion thatdlizenselecl representatives 
who then enact polidet that are straight- 
forwanily implemented by public agendcs 
is known as the overhead democracy 
model’T9]. There ate two linkages in the 
model: citizens control elected offidals and 
elected offldels coitirol buieauciau (p 74). 
But there ere serious flews in the model: 
vartom itudiea in the US and UK as well 
as ebewfaeie have shown that most dtizens 
donotcatttheir votes on the batisof policies. 


Reiher such flweti a* party md candidate 
appeal are alio critical (p 74). 

It has of coune been long recogniied that 
bureaucrats have an imerest themselves. 
Sporadic charges of feathering thdr own 
nests have bm levelled at govemmeni 
officials, elected and appointed. These 
inchoate observatkms have been brought 
togetiier in full flower in public choice 
theories of bureaucracies. These theories 
postulate that government offidals maxi¬ 
mise their self-interests and then go on to 
analyse the conditions within govenunent 
that provide incentives and opportunities 
for such maximisation. And according to 
public choice theorists such opportunities 
are legion (pp 77-78). 

Inthc UK ttw notion that urban bureaucrate 
govern in their own interests is known as 
managerialism. These public managers hold 
a common ideology... and manipulate thdr 
elected represoitatives lo that the political 
composition of the coundl makes little 
difference to the policies pursuedftO). All 
these statements i n the first part of tile chapter 
are made in order to show the power of the 
buieaucrats hiredforperfonnanceof assigned 
munidpal functions and undertaking various 
programmes for deveiopmem of essential 
infrastructures in the dty and promoting 
welfare of its residents. The rest of Che chapter 
is devoted to describing conditions in UK 
and the US cities relating to niraiing of the 
municipal services and undertaking welfare 
programmes particularly for the poor and 
deprived residents of a city[l 1], 

“In the UK Paul Saunders argued that by 
the late 1970s a dual state had emerged with 
the national government developing a 
tendency Cowards investments, that is, 
towards policies that lead to capital 
accumulation andecoiwmic growth and local 
councils emphasising collective consumpt i ve 
policies such as housing and public w^s” 
(p 80)[I21. In contrast, in the US. local 
governments are highly dependent on thetr 
export industries and shift towards invest¬ 
ment policies in an attempt to nurture 
these industries. In comparison, the national 
government is pre-occupied with con¬ 
sumption policies that shift resources 
from the better off to the worse off citizens" 
(p 80)1131. 

Jones, the author of tile chapter aigues that 
“if one wants to answer the question of who 
comrols the bureaucracy, one must look at 
who benefits depends mainly from the 
operations of burwcracics. There are two 
partial answen. First, in regard to local 
govemmerns, who benefit mainly on local 
forces fliieied through the manner in which 
public sector resources (local taxes venus 
inter-govenunent grants). Second, who 
benefit seems time dependent. So any 
undeistaiKling of bureaucratic control must 
incorporam change” (p 8IH14]. 


SiZB, EmCONCY AND Dbmooucv 

The question of the optiimun size of the 
municipal body is one of the most importanl 
in the US, UK, Prance and other Emnpean 
countries. Ihe answer to Hus question and 
the movements toward conaolktation of small 
local couiuils into a large metropolitan body 
having jurisdiction over and responsibility 
for delivery of services over a la^ area on 
the one hand and preaervation of aulononiy 
of small local iminicipal councils have varied 
with time, in accordance with perceived needs 
and the best way to fulfil tfi^. The iiaues 
involved are four: 

(i) efficiency: which scale of stniciuie can 
produce most service at least cost; 

(ii) democracy: what strocture best leciuet 
citizens’ control over governmem and 
proper accountability; 

(ill) distribution: which strocturecwi achieve 
the most equitable distribution of services 
and tax burdens; and 
(iv) development: which structures are best 
equippol to promote eooiMMnic growth. 

Each of these concqUs... is so highly value 
laden that ii becomes difiicull to secure 
agreement on their definition let aloiK 
whether they are being secured in particular 
circumstances (p 1I9){IS]. 

In the 1960s and 1970t when there was 
rapid economic gtowh in the US, UK and 
European countries, and when subuifaani* 
sation was proceeding rapidly, there was a 
strong movement towards consedidariaa. One 
major reason, especially in the US was to 
ensure that the middle and affluent daises 
who were fleeing rapidly from the inner 
cities to the suburbs should have to ooiaribule 
to provision of essential municipal ami 
welfare services to the poor population 
concentrated i.i the inner cities. Purthcr- 
moie, there was expanding role of goven- 
tnent in economic and physical piaomng ia 
the context of establishing of the modem 
welfare state. It was widely assessed dui the 
traditional small-scale local g ov crnmei as 
were ill fitted to the needs of a modem 
complex society in which they would have 
toengage in large-scale planning and deliver 
a wide range of services to the dtizeaa. 
Discussion was conducted in a highly 
technical mode focused on questions of 
efficiency and planitiiig. The balaaoe of 
academic debate, strongly favoiued 
consolidation. 

By the ]9B0s, however, the consolidalioa 
movemem was largely exhausted. There was 
widespread rlisillusion with pbamiitg aad 
large-scale organisation. AtgumeMs for 
fragmented local govemmeai which were 
traditionally based on seniioMKs began lo 
befrainedinmoierigorousiemB.The 199Qi 
may be seeing yet another turn in thedehaia, 
asconsolidatioiicomesbacfciBmtliepolUoel 
agenda (p 118). As the above longqimalms 
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shows (he issue of optimum size of a 
municipal body depends on the economic 
and demographic trends and the political 
philosophy of the time. There is no answer 
which would be satisfactory for all times and 
economic, political or social situations. 

In the context of rapid population growth 
and urbanisation, including rapid increase in 
the number ol cities with population of 
5,00,000 or more, there is urgent need for 
long-term economic and physical planning 
for the large Indian cities to promote; (i) 
economic growth and provide increasing 
employment and income to their residents: 
(ii) to provide essential services such as 
pnmaty and secondary echication, health care, 
maintaining sanitation by adequate 
arrangements for disposal of solid and liquid 
waste, control of pollution, management of 
traffic and finally providing security of life 
and property to them. At the same time, there 
is need for institutional arrangements under 
which residents of various neighbourhoods 
wilhin a large city, have a sense of 
participation in overseeing delivery of 
essential services and maintaining 
satisfactory living conditions within the 
neighbourhood. The metropolitan council is 
too large and too remote a body for giving 
this sense of participation. Thus a two-tier 
organisation is inescapable. It has to be 


emphasised alto that urban planning is fA] 
extremely important, becautedetpite varkws 
argumenu for industrial ditpenal, the large 
and medium sized cities will continue to .j. 
have large immbers of wotken in medium 
sized and small industries because of 
concentration of capital, e ntr e pr eneurship (6) 
and skilled labour in them. Accordingly, 
efficient long-term economic and physical I'^i 
planning and effective implementiuion of 
the plans is an inescapable need for rapid . 
economic growth and promotion of welfare. 

It is recognised that this is a tall order in the 
currentstateofourpoliticalafTain.Butthere [9] 
is no alternative to efficient planning and 
plan implementation if our lar^ cities have 
to function as the principal political and 
economic centres of the country. 
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October 4, 1996 as foreign minister, 
r Kumar Gujnl, told the UN General 
unbiy; “We believe that international 
peration in the protection and promotion 
uman rights should be within the 
ewort of respect of the sovereignty and 
t 1^ of states. We dqtlore the selective 
of human righu issues for exerting 
ical pressure or as an obstacle to trade 
a condition for development assistance, 
actions reduce the moral imperatives 
mian rights promotion and impede the 
ealisation of the human righu of ail.” 
cse words remind one of those recorded 
irejoinderuf India’s Permanent Mission 
; UN on June 7, 1976, at the height of 
rmergency: "The protection of the 
imental rights is the concern of each 
reign state and is a matter which is 
itially within the domestic jurisdiction 
ember-states of the United Nations.” 
10 decades later India's prime minister 
c at the UN in terms Indira Gandhi 
d not have disapproved. We have not 
lied far in ourapprnach to human rights, 
mt]y;certainly, the outlook of ourpri me 
ter has registered little change. Be it 
mbered that in the habeas corpus case 
led by the Supreme Court in an infamous 
I (4-1) only two months earlier, in April 
, Indira Gandhi's anoroey general, Niren 
lad argued that as a result of the 
msion of the fundamental right to life 
intced by Article 21 of the Indian 
titution, by an executive order made by 
iresident-under Article 3S9, the Indian 
m would have no rights if he were shot 
f hand by a state official without any 
authority. Even under British Raj, he 
he right to legal protection under such 
msiances (hough there was no charter 
ndameiital righu. 

tJusticesANRay,MHBeg,Y V Chan- 
lud and P N Bhagwati ruled that the 
hidteai.corpus was no longer avail- 
None censured Niren Dc for his 
ecus argument. Justice H R Khanna 
iited from the majority. The 44th 
tdment to the Constitution amended 
le 339 to make Article 21 (and 20) 
;x from any Order made under it. 

: US Suprenie Court aptly remaiked in 
edy vs Mendoza-Maitinez: 
j fundamental that the great powers of 
agreu 10 conduct war and to ate the 

hm’i foreign lelatioM are subject to the 
ulitMloiial requhemenu of due inocess. 
; imperative neceahy for safeguarding 
le righu to piocodural due process under 
gravest of emergeaciet has existed 


throughout our constitutional history, for it 
is then, under the proulng exigencies of 
crisis, that there is the greatest temptation 
to dispense with fundamental constitutional 
guarantees which, h is feared, will inhibit 
governmenul action. 

In 1979 the JanaU Patty government took 
another step, having secured enactment of 
the 44th Amendment in 1978. It ratified the 
UN’s International Covenant on Civil and 
Political Righu (1966). India has regularly 
to file reports on its observance of the 
provisions of the Covenant and submit itself 
to questioning by the Human Rights 
Committee set up under Article 28 of the 
Covenant. Article 4 deals with emergency 
situations. It reads thus; 

Intimeofpubiicemergency whichthresiens 
the life of the nation and the existence of 
which is officially proclaimed, the states 
patties to the present Covenant may take 
measures derogating from their obligations 
under the present Covenant to the extent 
strictly required by die exigencies of the 
situation, provided that such measures are 
not inconsistent with their other obligations 
under international law and do not involve 
discrimination solely on the ground of race, 
colour, sex, language, religion or social 
origin. 

2 No derogation from articles 6, 7, 8 
(paragraphs I and2), 11, IS. I6and 18 may 
be made under this provision. 

3 Any state party to the present Covenant 
a vai I ing iisetf of the right of derogation shall 
immediately inform the other states parties 
to the present Covenant, through the 
intermediary of the secretaiy-general of the 
U niied Nalions.of Iheprovisioasfiom which 
it was derogated and of the reasons by which 
it was actuated. A further communication 
shall be made, through the same 
intermediary, on the dale on which it 
terminates such doogation. 

Those who 'globalise' the nation's 
economy have no business to cavil at 
international protection of human rights. 
Three decades after the UN General 
Assembly adopted the Covenant, it is futile 
for any prime minister to tty to turn (he hands 
of theclock back. These two volumes under 
review will be of enormous assistance to any 
Indian civil libertarian, lawyer or concerned 
citizen to equip himself with the ciment 
material on the subject. Jaime Oraa is 
professor of international law at the 
Umvetfity of Deusto in Spain. His tutor at 
Oxford, where he won his PhD, was the 
formidable (Mofessor Ian Brownlie. The 
volume is a work of retnai1ud>le indu stiy and 


analytical skills. Inteniational case law ia 
cited fully. 

As the author points out in the Introdoctiofl, 
the state of emergency has been used as an 
excuse for riding roughshod over human 
rights. The main purpose of this study is 
twofold; to analyse the main principles 
regulating human rights in emergencies «s 
contained in the derogation clauie of the 
treaties; and secondly, to examine the 
principles governing the same question in 
general international law. In respect of this 
latter question, attention will be paid to the 
hypothesis which contends that some of the 
principles of the derogation clauie have 
become, or are in the process of becoming, 
customary international law.” 

In other words, the principles hind even 
stales which are not parties to the Covenant 
(1966), or the European Convention on 
Human Rights (1950), or the American 
C^vention on Human Rights (1968). Each 
has its derogation clause. The author culls 
out seven principles from such a clause - 
the principle of ‘exceptional threat’ (a 
spurious emergency like Indira GantBii’s 
(1975-77) will not qualify); the fvinciple of 
proclamation (it must be officially 
proclaimed); the principle of notification to 
other parties to the international instniment; 
the non-derogability of certain rights like the 
right to life; the principle of proportiondity, 
which insists that the restrictions on a righs 
“must be proportionate to the legitimate dm 
pursued by their limitation. This has become 
a well-established principle in domestic as 
well as in intematiunal law.”TheComtitution 
of India permiu only "reasonable restiictiaiis" 
on the rights guaranteed by Article 19 (the 
basic civil rights like free speech, the right 
to assemble, to form associations, etc). The 
other two principles are non-discriminalion 
and 'consistency'. The last implies that the 
measures of derogauon, undertaken during 
an emergency. ' must not be inconsistent 
with the state's other obligations under 
international law". 

Oraa points out that "the operation of the 
legal critenonof the validity of thederogatiqg 
measures can only come after all the other 
conditions of (he derogation cl aus e have 
been satisfied; in other words, after the 
monitoring organ under the treaty has 
accepted that (1) there exists a public 
emergency threatening the li fc of the natiott; 
(2) that the emergency has been officially 
proclaimed; (3) that there has been a valid 
notice of derogation; (4) that H has not affected 
a non-detogaMe right; (5) that the measure 
is strictly required by (he exigencies of the 
situation; and (6) that U does not involve 
discrimination. (Jnee the monitoring organ 
has been satisfied that thcK conditions have 
been met, it should check, in order to accept 
the validity of the derog^ng measure, that 
the latter does not conflkt with the smie’s 
other obiigatiaos under inieniatioiial law.'* 
Eachof these seven principles is disetmed 
in detail in the light of the legislaUvehittoiy 
as wen as the application of all the three 


am 
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imernationa] treadea (the UN Covenant and 
the European and Americui Conventions) 
with reference to decisions including rulings 
of the European Court of Human Ri^ts. The 
nilet of customary international law on each 
of the seven principles and. indeed, on the 
observance of human rights in e m ergencies 
are also discussed; to be specific, the doctrine 
of ‘state necessity’. Whu emerges from the 
author's labour is a veritable code of 
principles of general international law on 
respect for human rights in emergencies. 

'The author rightly claims that his study 
has shown “the existence of precise limits 
on states' derogations from human rights 
standards in situations of emergency not 
only in treaty law but also acc^ng to 
general internatioiuil law. The identification 
of these standards in general international 
law is extremely important insofar as many 
states are not yet patties to the UN Covenant 
on Civil and Political Rights. Moreover, 
international monitoring bodies have 
sometiittes been unaware of the importance 
of these human rights obligations in 
emergencies and have, therefore, not 
exercised their functions with full 
effectiveness.'' 

The last sentence is all too true. 
International bodies have been rather 
itxlulgent to states which claim emergency 
situations in their territories. Far closer 
scrutiny is called for. This volume will be 
ofenormoushelptoany Indian constitutional 
lawyer who asks the Supreme Court to go 
ftmtothan it has on the principlesofjudicial 
review of Proclamations of Emergency. 

These principles will, surely, a^y also 
to Proclamations imposing Prroid^’s rule 
in the states. Article 356 is, remember, an 
'emerg e ncy' provision. We will not suffer 
by se^ng li^t from outside the shores of 
India on hutnm rights. The Supreme (Tourt 
has accepted the rule that Indian laws must 
be construed in the light of our international 
oUfgations. Henry J Steiner, professor of 
law and director of the Law School Human 
Rights Programme at Harvard University 
and Philip Alston, professor of internationa] 
law at the Australian National University 
have edited a formidable volume of texts and 
divene materials, in an interdisciplinary 
approach, on human rights. This coursebook 
presents a broad understanding of huituui 
rights ideals and the human rights system. 

It describes, analyses, criticiics. proposes 
and (Hovokes. It poses many rjuesrions that 
mean to engage the reader with the book's 
themes, thei^ making the student an acd ve 
participam with both fellow students and 
teacher in an ongoing inquiry about what 
human rights norms, processes and 
initiiutions ha we meant aiKl have the potential 
to mean for the world. 

The central ptemife to the book is that an 
introductory course on human rights ihould 
educate students to see the 'big pictun'. 
Such a course should encourage students not 
only to master the basic history and doctrine 
andinititutional iiroctuiet, but also to reflect 


critically dxwt internatioiial human rights 
as a whole. Such are the dual purposes of 
the authors' extensive text and questions 
throughout the book. The strongest focus is 
on legal materials, international and domestic. 

The compilation covers an enormous 
range of to(»cs - histmical and institutional, 
the entire UN system, the role of NGOs, 
legiona] arrangements and the state's role. 
Thm is a whole chapter of texts each on 
women’s rights on self-determination and 
autonomy regimes, international crime and 
criminal tribunals and “development and 
human rights”. 


Concepts of fondamemal Importance 
are covered nicb u the very notion of 
rights and ‘^inlversallim and cultural 
relativism”. The Hindu, Islamic, and 
Chinese concepts of human rights are 
analysed by experts in these subjects. 
India comes in for repeated referencea. 
The volume it a verit^ile encyclopaedia 
on human rights today. More than one 
Indian contributor has assisted in the 
monurnental project. Given its range, 
covered in 1,245 pages, the paperba^ 
edition is inexpensively priced. It is truly 
an indispensable work. 
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SPECIAL AKTICLES 


What Has Happened since 1991? 

Assessment of India’s Economic Reforms 

RNagarai 

This preliminary arid partial assessment of India's orthodox reforms initiated in mid-199! shows a mixed outcome 
so far: overcoming the liquidity crisis, the economy has broadly got back to the growth charted in 1980s. with 
a modest yet statistically significant slower growth of the secondary sector. The investment-GDP ratio has improved, 
however, with unfavourable compositional changes; social sector spending has been maintained as allocations 
for defence and economic services were cut. The fiscal correction has been mainly due to a reduction in public 
investment and expenditure. Industrial recovery is partial and uneven; and public sector output and profitability 
improved despite the policy shacks, though their sustainability seem suspect. 


AC£D with rising inflation and a balance 
f payment crisis in mid-1991, India's new 
minority) government introduced a fairly 
ompnehensive, orthodox, policy reform 
ackage - with currency devaluation as its 
entrepicce.' A sudden drying up of inward 
nnlttances and the west Asian markets 
ecmue of the Gulf war, and the collapse 
f the Soviet economy - then India's largest 
mding partner- were the proximate econo- 
tic causes of the crisis. Moreover, domestic 
oliticalinitabilityaccemuated the economic 
oubles, as critical decisions got postponed 
nd fiscal discipline loosened.’ Collapsed 
ivietUnionand rapidly advancingChinese 
conomy with a greater use of maikei co- 
tdiiuiion formed the international back- 
round for initiating these policy changes. 
Attributing the crisis to unsustainability 
f the previous policy regime, the reforms 
ted to consciously fashion the new policy 
° close to the ‘Washington consensus’ as 
ermitted by domestic conditions 
Williamson 1990]. Long-time critics of 
idia's development strategy widely wet- 
amed this change. Pot example, for Behrman 
nd Srinivasan, the reforms meant getting 
d of an intematioiially discredited statist 
evelopment paradigm. Toquote them, "The 
ethronement of the dominant paradigm and 
levaiion to a higher status, if not enthrone- 
lent, of openness, competition and the 
laifcM in developmem is best illustrated by 
idia, the earliest articulator of, and the last 
mong major developing countries to 
sandon, the domlnani paradigm" [Behrrnan 
ltd Srinivasan 1993: 2468]. 

Over the last six years, these initiatives 
sve generated an intense debate and 
snsiderable popular resistance. The 
Hirability of the icforms and their effects 
anain contentious issues, and opinions 
Minae to be divided To illustrate, Kirit 
srUth tUnits "...the reforms have put the 
idian economy on a higher growth path... 
1th mote senaible ptdicies, are have an 
jportuiiity to accelerate our growth further 
id take into a high grot^ trqjectory" 


[Parikh 1997:1 ISl]. However, Arun Ghosh 
believes "...in no sector or marmer has the 
NEP {new economic policy] succeeded” 
[Ghosh 1997: 1139]. 

This study tries to assess some aspects of 
the reforms, focusing mainly on a few macro¬ 
economic indicators, and the industrial, 
corporate and public secton.’ This attempt 
is preliminary for many reasons. The reforms 
were reasonably comprehensive, but we do 
not yet have adequate information to take 
a definitive position on many features. 
Moreover, since many structural aspecu of 
the policy changes are micro-economic in 
nature, thdr effects will lake some more time 
to yield measurable results. 

1^ such an assessment to be meaningful, 
it is perhaps necessary to appreciate the 
‘inittid conditions’ of the reforms. India’s 
1991 balance of payment crisis came after 
an 11-year period of (relatively) improved 
and stable growth performance, lower 
inflttion anda steady dnline in the proportion 
of population in poverty. The reforms were 
preceded by policy changes in 1980-81, 
associated with a $S billion IMF credit that 
India took after the second oil shock. Con¬ 
tinuing these, in mid-l980i, there was a 
deregulation of industry and trade, diversi¬ 
fication of financial sector and promotion of 
stock market (Narasimham Committee on 
Controli l984;Rjq 1986;Patel I987rwhile 
this period witnessed giving up of prudence 
that characterised India’s long-term macro- 
economic policy [Bardhan 1991], Burgess 
and Stem (1993) have called the 1980s as 
an ambitious decade that witnessed a rapid 
rise in revenue expenditure. Thus, in some 
respects, the 1991 initiatives represent 
continuation of the move toward greater 
market co-flfdi nation of economic decision¬ 
making. Therefore, there is a need for caution 
in attributing changes to these initiatives as 
evidence reported might be capturing results 
of earlier efforts. 

For the assessment, we follow the'before 
and after* approach, as we now have some 
reuonably sound aggregate data for 


comparable lengths of time. This method 
could have some limitations. Analytically, 
such a comparison may be in a ppropriate, if 
theeconomicperfatmancebefore therefonns 
was consider^ unsustainable.’ Empirically, 
in this method we would be artificially 
truncating a longer trend. Since we (mostly) 
use average of annual growth rates, 
might exaggerate shon period fluctuations. 
Such averaging could at ti mes understate the 
recovery of economic magnitudes after 
stabilisation. Therefore, we describe the 
magnitudes (and changes in them) with 
considerable care. 


I 

Analytkal Debate: A Synoptic View 


Structural adjustment is defined as "a 
process of market-oriented reforms in 
policies and institutions, with the goals of 
restoring a sustainable balance of payments, 
reducing inflation, and creating conditiofts 
for sustainable growth in per capita 
income. Structural adjustmem profpammes 
generally start with a conventional st^- 
lisation programme, intended to restore 
the viability of the current account and the 
budget, but they are distingidsbed ftom 
pure stabilisation programmes by the 
inclusion of a set of microeconomic- 
institutional policy reforms” (Coibo and 
Fisher 1995; 2847], 

As there is a widespread appredation of 
strengths and sbortcoiiiings of the orthodox 
reform programme, we will not repeat them 
here.* However, what is perhaps missed in 
much of the recent India debate on reforms 
is the consensus that hat emerged in the 
literature, bated on experience over last two 
decades, and on some recent advances in 
economic theory.LanceTaylnrsaid. "...There 
has been a convergence of views over the 
past lOto IS years ifoout initiativet that are 
likely to self-destruct, as bold prognBmnas 
of b^ orthodox and heterodox imeUeotual 
persuasions have failed spectacttlarly" 
{Taylor 1993:40). Dombusch riansideni, 
“There are irienty of exanpica now at’ - 

pM 
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MaCRO-EcOIWMIC PaJUVitMANCE 

On avenge, the Indian economy grew at 
5.3 per cent per year during the first five 
yean since the refomis (1992-96), compared 
to S.9 per cent during 1986-91 (Table 1 a).^ 
Primary and secondary sectors' annual 
growth rates since 1991-92 were lower at 
2.S per cent and 6.3 per cent, compared to 
3.7 and 7.4 per cent respectively during 
1986-91. The teniary sector, with about 
two-fifths share in the GDP, grew fastest in 
the 1990s (6.8 per cent per year). Within 
this sector, ‘trade, hotel and restaurant’ 
witnessed a sizeable rise (1.7 pa- cent) in 
its annual growth rate, from 6.5 per cem 
(Table 2). 

Admittedly, these estimates are sensitive 
to yearly variations - an unavoidable 
problem in comparing growth rates over 
relatively short time spans. We estimate 
trend equations - for 1981-91 and 1981-96 
- to find out if the growth rate in the second 
period is very different from that during 
1981-91 (Table 3). Since the traid growth 
rates for 1981-96 are broadly similar to 
those for 1981-91, we can reasonably infer 
that the economy continued to grow at 
roughly the same rate In 1990s as it did in 
the previous decade. To ascertain if there is 
a discontinuity in the trend since 1991, we 
re-estimated the trend equations with a 
dummy variable. This was not statistically 
significant for all the cases, except for the 


secondary aector.' Thus, (tie <3DP and the 
primary and tertliiy sectors maintained 
their growth rate in the 1990i. Though 
modest, the secondary sector witnessed a 
statistically significant slowing (0.4 per 
cent) since 1991, from 6.8 per cent per year 
during 1981-91. 

The economy has become more open - 
share of mercluutdisc imports plus exports 
in current GDP at market prim has gone 
up to 17.6 per cem in the 1990s, up ftom 
12.4 per cent during 1986-91 (Economic 
Survey, 1996-97). This did not mean a faster 
growtt of the traded goods sector, specially 
manufacturing (more later). Inflatlmi up to 
1996, however measured, Is higher in the 
1990s, although all signs suggest it has 
distinctly sloweddownsincethen(Table lb). 
Balance of trade is less unfavourable than 
in 1980s, and foreign exchange reserves 
are adequate for 5-6 months of import re- 

Tablg 3; Tseno Gkowth Rate of GOP and Ire 
PiUNCir AL Sectom 

(Per cent per year) 


Years 

Primary Secondary Tertiaty OOP 

1980-81 to 
1990-91 

3.5 

7.0 

6.7 5.6 

1980-81 to 
1995-96 

3.3 

6.5 

6.6 .5.4 


Note: Trend growth rales are estimated using 
log-linear trendequaiion. All the growth 
equations ore ttadsncally significant at 
lew! at 5 per cent significance level. 

Sourve: National Airimnts Smiislin, various 
issues. 


Table 2: OOP Growth Rates - Dbaouseoated Trends 


(Per cent per year) 


Industry (l-digit NIC) 

1981-85 

1986-91 

1992-96 

1981-96 

1 Agriculture and allied 

5.5 

3.3 

2.3 

3.7 

2 Mining 

8.1 

9.2 

4.4 

7.3 

3 Monufaclufing 

6.2 

7.5 

6.4 

6.7 

4 Electricity, gat, water 

7.9 

8.9 

8.5 

8.5 

S Construction 

4.8 

6.3 

3.8 

5.0 

6 Trade, hotel, restaurant 

5.4 

6.5 

8.2 

6.7 

7 Transport, comm, etc 

6.4 

7.3 

6.9 

6.9 

7.1 Railway 

3.0 

4.8 

2.6 

3.5 

7.2 Other transport 

7.3 

8.4 

6.7 

7.5 

8 Financial institutions, real estate, etc 

5.3 

8.0 

7.3 

6.9 

8.1 Banking, insnnuice 

8.6 

13.8 

10.4 

III 

8.2 Real estate 

3.6 

3.5 

3.5 ’ 

3.S 

9 Services 

5.2 

6.7 

4.6 

5.6 

9.1 Pub admn and defence 

6.5 

7.2 

3.6 

5.9 

9.2 Other services 

4.1 

6.3 

5J 

5.3 

GDP 

. ■ J, , . 

5.7 

5.9 

5.3 

5.6 


Source: National Accounti Starisllct, various issues. 


heterodoxy gone wrong. And there are 
examples of failed orthodoxy” [Dombuach 
1993:2]. For instance, there is considerable 
consensus on the need for fiscal balance, 
though there are no definitive views on how 
to achieve it. To quote Lance Taylor once 
again, “Fiscal equilibrium is desirable, but 
can be devilishly difficult to attain...Reducing 
a fiscal deficit is always tricky in political 
terms; in some comers of the world, 
distributional conflicts make it wellnigh 
inconceivable” [Taylor 1993: 87]. 

Responding to some of the criticisms 
against the orthodoxy, John Wiiltamson 
has recently updated the consensus 
(Washington Consensus 11) to incorporate 
the irtlponance of social spending, social 
insurance and safoy nets [WilliaiiMon 1996]. 
Commenting on the modified consensus, 
Dani Rodrik said, ‘The equity and social 
dimensions of policy are now returning to 
centrestage in the wake of the less than 
thrilling consequences that market-oriented 
refotms in Lati n America and Eastern Europe 
have produced along these dimensions'' 
(Rodrik 1997: 4I3J. 

More fundamentally, the question sdll 
remains, whether the orthodoxy offers an 
adequate analytical frame to understand the 
development process of an agrarian, labour 
surplus economy like ours. Bhaduri (1993) 
argues that it does not. He shows that 
development of such an economy involves 
a rise in the output per worker, lliis can be 
decomposed into an (i) increase in partici¬ 
pation rates, (ii) changes in sectoral compo¬ 
sition of the workforce, and (iii) sectoral 
labourproductiviiies. Since about iwo-third.s 
of India's workforce is still in agriculture, 
with an unchanging workforce participation 
rate, and substantial inter-sectorai labour 
productivity differentials,- a development 
strategy that tries to raise the participation 
rates and shift workforce away from 
agriculture can secure large economywide 
productivity gains. 

To quote Bhaduri, “...in the presence of 
substantially under-utilised labour, an 
extensive growth strategy nuy still form an 
essential element in the early phase of 
development process...indeed there is 
something strange about so much attention 
being paid to ‘efficient allocation of 
resources’ and the price mechanism while 
ignoring the Uatant in^ciency of massive 
under-employment" [Bhaduri 1993: II] 
(enqihaais added). 


Txau la: COP and Ire SacTORAL Growth Rates, 1981-96 

(Per cent per year) 


Avgof Yeect 

Primary 

Secondary 

Tertiaty 

GDP 

1981-85 

5.8 

6.1 

5.4 

5.6 

1986-91 

3.7 

7.4 

7.1 

5.9 

1992-96 

2.5 

6.3 

6.8 

5.3 

1981-96 

4.0 

6.6 

6.5 

5.7 


Source: Nadonai Accounts Statistics, varioue isMet. 


Tabu tb: Tams nr Prices, 1982-96 

(Per cent per year) 


Avgof Years 

GDP Deflator 

WPI 

cniw 

1982-85 

8.5 

6.6 

8.7 

1986-91 

8.4 

7.3 

9.3 

1992-96 

9.8 

10.1 

9.7 

I98^96 

9.1 

8.1 

9.4 


Note: CPIiw refers to eo w iu n er price index for industrial worken. 
Source: National Accounts Sta t i s tics and Economic Survey, vailoasissnes. 


Pnwa I: Hkm. AM Rivmui Dsncm or hhw-huNcuL CoMCUMTB) 
□■NBRAL GovnnMMT, Ai Pen CBrr OP CuMnirr OOP AT Mamst hucn 



1981-85 1986-91 1992-95 

Fiscal year ending 

cm Fiscal deOcil CS Revenue dcricit 
uurce; National Acvoants Statistics, various issues. 


PRwae 2: Tax Revinue, AS Pn Cent OP CuMONr CHOP AT Mamot Pnos 



-ft- Total taxes Direct + corp taxes 


Source: National Accounts Statistics, various issues. 



_ Years 

ISS3 Central government O Total public sector 
mrce.'Econamic Survey, various issues. 


FIouee 4; Investment PEXFoasiANce: GCF and GFCF as Pek Cent of ODP 



Fiscal year ending 
-ft-GCF +GPCF 

Source: NatiimaJ Accounts Statistics, various issues. 


jirement [World Bank 1997]. In relatively 
pen financial markets, whether the 
'esent level of reserves is adesjuale to with- 
and an external shock is debatable - with 
variety of non-resident repatriable deposits 
intinuing to account for the majority of the 
serves. 

India's fiscal deficit, however measured, 
ts also narrowed; but the revenue deficit, 
ic main cause of concern as it means 
MTOwing for current consumption has, if 
lything, deteriorated (Figure I). The tax- 
DP ratio has stagnated around 12-13 per 
uit in the 1990s, despite an improvement 
direct and coqmrate taxes. They barely 
mpensaie for the fall in indirect tax revenue 
at resulted from tariff cuts and accom- 
inying rationalisation of excise duties 
igure 2). Interestingly, during the nine 
:ttssincel987-88, while the GOP rose S.S 
if cent a year, the tax-GDP ratio declined 
half peicenuige point Thus, faced with a 
owing need to borrow for consumption, 
id a stagnant tax revenue, go vemmeni tried 
rein in public finances by cutting mainly 
italic investment, and to a lesser extent, 
italic ipending (as proportions of GDP), 
le anticipated reduction in government 


employment to save current spending did 
not occur (Figure 31,' 

Certainly, India has been able to quickly 
recover from the 1991 crisis, and the 
stabilisation effort that followed. Economic 
growth during the 1990s is close to that 
during the previous decade, though with a 
somewhat changed composition.'" A deep 
cut in public investment and a modest 
reduction in public expenditure arc broadly 
consi.stcnt with a priori expectation and 
comparative experience [Corbo and Fisher 
1995]. Then, die question arises, who and 
which sectors bore the burden of these 
adjustments? Has private (including 
foreign) investment come into the indus¬ 
tries 'vacated' by the public sector? Do 
these aggregate trends suggest that the 
economy is on a sustainable growth path? 
In other words, what is the quality of 
adjusirnem? 

This study will address some of these 
questions. We take a closer look at public 
spending and investment performance in the 
aggregate; and then at three iMetrelaied 
sectors that have been the focus of stnictural 
reforms, namely, industry, public and 
corpixatc sectors. 


Social SrATtoa Sfenoinc 

Has there been a signifkani cut in locia] 
service spending since 199t?Thhisavital 
question, as it affects the largest segment of 
the population - the poor. Since the orthodox 
reftirms adversely affected poor in masiy 
counuies, there has been a concern of a 
similar effect in India also. Moreover, many 
studies ba.sed on meagre and prelmiinaiy 
budgetary data have found advene effieot 
ofihereformsonthesespendinglBaru 1993; 
Cuban 1995; SeetaPrabhu 1996]." Wenow 
take another look at this qucsiioo usoig 
National Accounts Statistict dsta for four 
years since 1991-92 that is oompicte and 
consistent. 

Tables 4 and 5 respectively show 
disaggragated trends in (a) ecoaonic and 
purpose classification of expenditare of 
administrative depaitmenis. and (b) govetn- 
mem final consumpdoa expenditure, aa 
proportions of (i) total expenditufe and (ii) 
GDPfall at current prices). As noted evlier, 
government expenditnie m proponion of 
GDP has dedin^, from 11 per cent thiriiift 
1986-91 to 10.1 per cent during 1992-93 
(Tables). However, the sum of spewfipg Oft 
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Fiscal year ending 
Public sector OCF 

Source: Natumoi Accounti SkUiittci. vorioiu issues. 


Figure 7: Share oe Infrastructure in CFCF 



Fiscal year ending 
CFCF in infrastructure 

Source: Natumal Accounu Statietics. various issues. 
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Source: Natioruil AccouuU Statistics, vuiouM iuaet. 
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Fiscal year etidtng 
Manufacturing Infiraitructutc 
Source: National Accrmnix Stattstics, vaiiotii issues. 


health, education, housing and social 
services has remained constant at 2.9 per 
cent of GDP during 1992-95. The same 
measure as a proportion of total govern¬ 
ment fuuil expenditure rose from 26.2 to 

28.1 (Table 3). Sectors that witnessed 
bulk of spending cuts are defence and 
economic services. Covemment final con¬ 
sumption expenditure on defence fell from 

4.1 per cent of GDP during 1986-91 to 
3.3 per cent during 1992-95 (Table 5). (n the 
same period, current expenditure of admini¬ 
strative departments on economic services 
fell from 6 per cent to 5.2 per cent of 
GDP (Table 4). 

Thus, contrary to earlier apprehensions, 
social spending, averaged over four years 
since the reforms, did not suffer, as defence 
and economic services bore bulk of the 
aryustment burden. Why are our results 
different from the earlier studies and popular 
perception? It is largely because our 
information includes centre's as well as states’ 
spending, and we have data for more years. 
It is perhaps true that during stabilisation, 
there was, in fact, a significant cut in social 
service spending. As Cuban (1993) showed, 
actual expenditure on rural development and 
social services declined by 0.4 per cem of 
GDP between 1990-91 and 1992-93. As the 
economy recovered, thisexpenditutc appears 
to have been restored.'^ 


Tabu 4: Economic and PuRKSsCLASSJPKA'noN of Extbonture of Administrative Desartheni 
As Proportions of (i) Total Expenditure and (ii) Cuiient CDPfc 

(Fer cent total in current prk 


Avenge of 
Yean 

Oen Public 
Service 

Oefenoe 

Edo and 
Health 

Edu 4 Health 4 
Soc 4 Husg 

Ecoii Total E 
Service u PerC 


1 

2 

1 

2 

1 2 

Service 

1 2 

1 

of GDI 

2 

I981-8S 

16.0 

2.5 

19.6 

Cunent expendinite 

3.0 25.7 4.0 32.2 

5.0 

30.2 

4.7 

IS. 

1986-91 

IS.I 

2.9 

21.2 

4.1 

24.2 4.7 

31.3 

6.1 

30.7 

6.0 

19 

1992-95 

17.9 

3.2 

18.8 

3.4 

25.4 4,6 

33.4 

6.0 

28.8 

5.2 

17, 

1981-95 

16.1 

2.8 

20.0 

3.6 

23.0 4.4 

32.2 

5.7 

30.0 

3..3 

17, 

1981-85 

7.8 

0.7 

0.2 

Capital expenditure 

2.2 0.2 12.2 

1.0 

30.2 

6.6 

8.: 

1986-91 

7.7 

0.6 

0.2 


2.8 0.2 

16.5 

1.2 

30.7 

5.6 

7.: 

1992-95 

5.6 

0.3 

0.4 

- 

3.1 a2 

21.5 

1.2 

28.8 

4.1 

s: 

1981-93 

7.2 

0.5 

0.3 

- 

2.6 0.2 

16.4 

1.2 

30.1 

5.2 

7.; 


Notes: (1) As percent of expendinuc of the administiMive depanments; (2) As per cent of cun 
GDFfc. Row touls do not add up u> too u some exp^liure items Rie excluded. 
Source: Notional Accounts Siatistict, various issues. 


Tasle S: Oovbriment nNAi. Consimfuon ExmorruRE sv Purmbe 
As Ihopaitioas ^ (i) Total ExpeoditnrB, (U) CuncM OOPfe 

(Per cent of tuiaL at cuirtar pric 


Average of 
Yesn 

Gen Public 
Service 

Defence 

BdnMd 

Heahb 

Edu4Healtb4 

Soc4Hsc 

Service 

1 2 

Econ 
Service i 

Total fi 
iiPerO 
of GO 

1 

2 

1 

2 

1 

2 

1 

2 

1981-83 

22.9 

2.1 

33.1 

3.0 

21.1 

1.9 

26.5 

2.4 

15.3 

1.4 

9.1 

1986-91 

22.0 

2.4 

36.9 

4.1 

21.1 

2.3 

26.2 

2.9 

I3.S 

IJ 

II. 

1992-93 

24,4 

2.5 

32.9 

3.3 

22.2 

2.3 

28.1 

2.9 

13.3 

1.4 

10. 

1981-93 

22.9 

2.3 

34.6 

3.5 

21.4 

2.2 

26.8 

2.7 

14.1 

1.4 

10. 


Nirtes: (1) As percent of gove wi nent final consumpcioii expe n d i t ur e; 2: As per cent of earn 
GOFfc. Row totals do not add up to 100 as some expemUtaie items are excluded. 
Source: National Accounts Siatisiict, venous iisuet. 
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Ficcal year ending 
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PUkire 11: Imkmt DereNDEttCE; Share of Import in Total 
POL Consumption 



-4H Import dependence 
Source; Ecimomic Survey, various issues. 


Source: NatiamU Acruunts Siatrsttcj, vuiioat ittaet. 
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Fiscal year ending 

Dcpil Emeiprises -*• Non-depo cnieqirfset 


-» Admn depii 
Source: Notumal Acctmnu Staiiirics, vanoui issues. 


iNVESTMEPrr PERPORMANn; 

Contrary to a priori expectation, and 
comparative experience, India's physical 
investment ratio improved after the reforms 
[World Bank 1988]. Gross fixed capital 
formation (GPCF). as a proportion of GDP, 
rose from about 20 per cent in 1989-90 to 
about 23 per cent in 199S-96 (Figure 4). 
However, the GPCF growth rate after the 
reform is lower at 8 per cent, I per cent less 
than before (Table 6). Agriculture, mining, 
regiiterad manufacturing, (non-rail) transport 
aiidcaininunication,and banking and finance 
improved their GPCF growth rates, while 
unregisiered manufacturing, electricity, gas 
and water witnessed a decline. 

As noted earlier.puUic sector grots capital 
formation (GCF), as percentage of GDP, 
cmie down sharply after the reforms (to 
around 9 per cent), although the decline 
started a little earlier, in 1987-88 - from 
around 12 percent (Figures). Publicsector’s 
share in GCT during 1992-95 (40.4per cent) 
is lower than any five-year period since 
1960-61 (Figure6). Infirastructure'ssharein 
GPCF reduced sh^ly - from 37 per cent 
in 1986-87 to 26 per cent a decad e later 
(Figure 7). However, public investment's 


composition continues to grow in favour of 
infhtsttucture (irrigation, mining, utilities 
and transport), while the manufacturing 
sector's share steadily declined, to around 
10 per cent (Figure 8).” 

Along with the public sector, the share of 
household sector has alto declined by 4 per 
cent since 1991, to about 30 percent of the 
total GPCF (Table 7). Decline in physical 
investmeitt shares of public and household 
secton is compensated by a rise in that of 
the private corporate sector (corporate sector, 
hereafter). Thus, by kind of organisation, the 
corporate sector has emerged as the 
economy’s'leadingsector'since the refoims, 
accounting for nearly 45 per cent of 
nuchinery and equipment investment The 
otrpotaleGFC^growth rate nearly doubled, 
to 18 per cent per year during 1992-96. 
Howe ver, much of it hiffi gone into the tertiary 
sector (probably in finance) as the growth 
rate of GPTF in registered manufacturing 
rose only 3 per cent Thus, contrary to a 
priori expectation, structural adjustment 
seems to have propelled investment in non- 
tnded goods sector. 

While astrong physical investmem growth 
during an orthodox reform process is a 
(pleatantly) surprising devetopment, its 
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changed composition - away from infie- 
structure and (unregistered) manufacturtag 
- could adversely affect potential output 
and export growth, as the corporate sector 
is a net importer. Decline in houehoM 
physical investment in general, and un¬ 
registered manufacturing in pattieular, 
perhaps reflects the high interest nan and 
a decline in the banking sector’s 'priority 
sector' lending.'* 

There is perhaps more to the inv es tm en t 
inifiiiiii HUT iliiiiiuiiiiiliiliiiilssi immstu' 
trends. Since 1991, the office of the Coaaoltor 


of Capital Issues (CCI) was abolUfced. 
investments by non-resident Indians 
(NRIs)and foreign institutioiial invealan 
(Fils) were allowed in the coipotule i 
aiHl (larger) Indian firms could now i 
long-teim low cost resources from 
nttional capital markets. As we know, Ihu 
Indian primary uock market booodd, - 
and the supply of long-term loanable fisnda i 
to Indian (Uip) firms me sharply. Thagiv 
perhaps, partly explain the recent OQir* j 
ponoe investmem boom. But, lift rnmmm ‘ 
surate with this sector’s aooeu to iavuHMrfk : 
resources? Probably not. Rcponatfly„ 
siaeabte propottion of theae flsndiwiK 
diveited d a ew h ere. as die ratio oTOraFki 
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Fiical year ending 

Internal icsourcei Domestic icsourcei -A- Poieign resources 
Source: Naiionat A<-cfmnu Slutislics, vatioiu issues. 
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Total CPEt + All CPEs - petroleum 

Source: Public Enterprues Survey, various issues. 
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Fiscal year ending 

Relative price of public sector output 
Source: National Acctuinls Slatiirics, various issues. 


il- 


manufacturing to supply of long-term funds 
came down signilicamly dunng 1992-96.” 
Then, tpiestion arises, where did the rest of 
the resources go? 

Preliminary information suggests they 
went into (i) intercorporate investment and 
(U) real estate.'*The availability of low cost, 
untied funds perhaps fuelled the property 
boom of 19^94 (fngtire 9). These are 
evident from the rise in the corporate sector’s 
non-operating profits in the last few years 
that boosted corporate results.” Another 
investment avenue was probably financing 
of meigen and takeover, precise dimensions 
of which ate yet to be analysed. Though 
speculative, ttese propositions could form 
working hypotheses for understanding the 
effect of the reforms on domestic investment 
activity. While definitive evidence on these 
tendewies might be hard to get, the 
experience with such reforms elsewhere 
suggests the piausibility of a similar trend 
in India too. 

A sizeable part of invetlitdc rcsourcea has 
been used for trading existing capital stock 
leading to speculative activities. Such asset 


price bubbles certainly do not augur well for 
the economy’s teal sector in the long tun. 
If this tentative proposition is valid, then our 
assessment of the effects of the reforms on 
investment activity leads to a more cautious 
conclusion. 

Foreign Direct Investment'. Though 
realised inward foreign direct investmera 
(FDI) in India is oidy about a fifth of the 
approved amount (at Rs95,690crote) during 
1992-96, it nonetheless represents a signi¬ 
ficant jump over the previous decade.”- ” 
Even ignoring the much debated FDI 
composition - potato chips versus computer 
chip^ for the moment - popular (andjrflicial) 
concern seems to have ignored some vital 
issues. To what extent FDI represent capital 
formation? Despite access to large Img- 
term resources, foreign Anns’ share in fixed 
asset formation incorporate sector remained 
a merge 10 per cent in the 1990s (CMIE 
1997]. Moreover, compered to Indian firms, 
foreign firms use a smaller ibiie of their 
investiMe resources in physical inveatment: 
during five yevs tince 1991-92. the ratio of 
gross fixed assets to total uses of funds for 


foreign private sector was less than that for 
Indian |»ivate sector by about 13 per cent 
[CMIE 1997]. Therefore, we suspect that a 
sizeable proponton of FDI represents a rise 
in, and acquiring of, managerial control in 
existing firms, effects of which on efficiency 
aredebatable.^ Such transactions of existing 
assets by foreign conlrolled firms do not 
represent rise in the economy’s potential 
outpiR and in vestmmt demand. So. the effects 
of such investment on the real sector is likely 
to be limited. 

Inoustwal OaowTH Perfokmancu 

What haa happened to industrial output 
since the reforms? In principle, trade and 
industrial policy reforms, by temoving 
(reported) anti-export bias, are expected to 
move resources into the tradable goods 
sector (specially manufacturing) and raise 
its growth Fite. 

After the(expected) sharp negative growth 
iniheflrAtwoyem of iherefonns,industrial 
growth reco vend aftm 1993-94or so. Table 
8a suggesla that the anmial growth me of 
manufacturing aector. measured by index of 








induKiuI productioD (IIP), during fix yean 
since die lefomn 1$ lower (6.4 per cent) 
than that during 1986-91 (8.9 per cent).’' 
This if broadly conaisteni with Natiotud 
Accotmts Statistict cftimates: total manu¬ 
facturing growth rate is lower at 6.6 per cent 
during 1992-96, compared to 7.5 per cent 
in 1986-91 (Table 8b). Growth rate of 
unregittered manufacturing - which, if at 
all, is marginally included in the HP - 
suffered more, as it declined by a quarter, 
to S.7 per cent per year. 

The decline in the growth rate is evident 
across HP's all use-based categories, except 
intermediate goods industries. Consumer 
durable goods (weightage: 2.6 per cent) 
continued to grow the fastest, although slower 
than before. 

The capital goods sector suffered most, as 
iu growth rate fell nearly 60 per cent, to 6.4 
per cent per year. By two-digit industry 
groups, annud growth rate of electrical 
machinery fell from 20 per cent during 
1986-91 to 6.4 per cent during 1992-97 
(Table 8c). This happened, as noted above, 
not because of a fall in (physical) invest¬ 
ment rate, but perhaps because of import 
competition - as the tariffs on capital goods 
were substantially reduced. The flip side of 
it is that capital goods have become cheaper 
investment goods prices, relative to the GDP 
deflator, specially of machinery and 
equipment, have fallen since late 1980s 
(figure 10).« 

Thus, contrary to the widely held view, 
the manufacturing growth rale since the 
reforms is lower and its composition 
uneven.’' Though these trends suggest a 
fairly quick recovery from the stabilisation 
efforts, the recovery is nevertheless partial. 
In principle, unregistered manufaauring - 
representing Labour-intensive traded goods 
sector - is expected to improve its growth 
performance. This did not happen. 

While manufacturing output growth 
recovered, though partially, the mining sector 
decelerated, largely representing a decline 
in peuoleum production. This sector's annual 
growth rate came down from S.S per cent 
in 1986-91, to 3.5 per cent in the post-reform 
period; thus, the dependence on imported oil 
nearly doubled sine* 1991, to about 28 per 
cent of domestic consumption (Figure 11 ).’* 

PUBUr SECTOH PERFORMANrt 

Ax pail of thd stabilisation effort, public 
investment and expenditure ratios are 
expected to fall; they did so in India, as noted 
earlier, However, interestingly, public sector 
output growth and surplus generation 
improvedin 1990s. The public sector’s share 
in GDP rose 1.3 per cent, to 24.8 per cent 
during 1992-95. Share of public sector in 
manifacluring rote - a sector that witnessed 
rapid fall in larifTs, abolition of non-price 
protection measures and raite in domestic 


competition (Tid)le9). In institutJonal terms, 
much of Ibis growth occurred in non- 
department enterprises at their share in GDP 
steadily rose, while administrative 
departments and departmental enterprises 
(mainly railways and communication) 
recorded growth rates lets than that of GDP 
(figure 12). 

Along with output growth, public sector's 
internal resource generation ratio also 
improved (Figure 13) and, correspondingly, 
external finance’s (domestic and foreign) 
share in capital formation declined.’’ A sharp 


rise in profUability (gross ptofiiaa percentage 
of capita] employed) of central govemmeig 
public sector enterprises (PSEs) - even 
excluding petroleum enterprises - is elso 
evidem (figure 14). Moreover, PSEs' share 
in fiscal defldt of nan-financial consol klalBd 
goteral govanment declined (figure 15).** 
These improvements arc not became dT a 
faster rise in public sector prices.” la bet, 
priccof public sector output (relati vetoGDP 
deflator) did not rise in t990s (Figure 16). 

At least so far, in the aggregate, public 
sector has clearly withstood the 1991 policy 
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Tabu 6: GPCF Growth Rates av Industry, 1982-96 


(Per cent per yemi 


Imhuliy (NlC-ldigit) 


1982-85 

1986-91 

1992-96 

1982-96 

1 Agriculture 


(-) 1.3 

1.6 

6.7 

2.5 

2 Mining 


25.8 

6.2 

11.9 

13.4 

3 Manufacturing 


10.7 

so 

9.1 

9.4 

3.1 Regdmfg 


1.3.0 

8.2 

11.2 

10.4 

3 2 Unregd mfg 


5.9 

7.8 

5.9 

6.6 

4 Electiiciry 


7.5 

8.9 

4.8 

7.1 

S Trade, hotel, etc 


9.3 

8.2 

2.8 

6.7 

6 Tranxpoit and comm 


11.4 

6.4 

8.8 

1.8 

6.1 Railway 


5.2 

4.5 

4.9 

4.9 

6.2 Others 


12.9 

5.8 

7.4 

8.2 

7 Banking, finance. 


2.6 

9.8 

8.7 

7.5 

7.1 Banking and finance 


19.8 

30.1 

23.6 

2S.2 

7.2 Real estate 


1.4 

7.2 

3.6 

4J 

8 Public admin 


4.4 

1.8 

3,9 

3.2 

9 Other services 


5.7 

6.9 

2.0 

5.0 

10 Total 


4.0 

9.0 

8.0 

7.3 

Source: Natiarutl Aicmmti Statijiics, various issues. 
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fPer cem afmH 

Avenue of 

Total GPCF 


GPCF in Maciiiaery and 


Yew Public 

Corp 

Household 

Public 

Carp 

:u!cr 

IfOVNUOHI 

Sector 

Sector 

Sector 

Sector 

Sector 

Sector 

1981-85 49.9 

18.6 

3t.S 

43.1 

30.1 

26.0 

1986-91 46.7 

18.7 

34.6 

40.9 

27.4 

31.7 

1992-96 37.8 

32.0 

30.2 

33.4 

44.7 

21.0 

1981-96 44.9 

22.8 

3Z3 

39.4 

33.6 

W.l ‘ 
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shock, and continues to improve iu 
performaoce.” This can be ilhisttaled a 
steady rise In physical efficiency of thermal 
power plants, most of which are in the public 
sector. The average plant load factor of 
thermal power plants rose nearly lOpercent 
in six years in 1990t, continuing the trend 
of the previous decade (Figure 17). However, 
St nee public investment has been cut severely, 
it is a moot point if the improvement can 
be sustained. 

m , 

Summary and Conduaion 

This study has tried to understand what 
happened to the Indian economy since the 
orthodox economic reforms were initiated 


(accounthig for diout 40 per cent of gnes 
manufacturing value added). Capital goods 
growth rate fell, with the fail in CarUft. fiitf, 
capital goods prices have also fallen, rdaUve 
to the OOPd^tor. Therefore, we need to 
weigh the pike advamage against the leamiiig 
effects foregone. 

Public Invesnnent wimessed a deep cut 
Yet public sector output growth and 
prontability improved, public sector 
entetprises' share in the fiscal deficit of 
(non-financial) consolidated general 
government has also come down. These 
trends evidently suggest a better resource 
utilisation, reducing much criticised high 
incremental capital-output ratio in public 
sector. However, we cannot be sure if this 


cut in public sectw's potential out 
growth. 

If India'a post-indepeadenoe ecooon 
experience la any guide, Chen the decline 


Taiu 8b; MANunwmauHo Skcim OaowTH. 
1981-96 - M<7NN«c itcowms Seam 

(PtretHtperym 


Average of 
Yean 

Total 

Mami- 

faenring 

Registefed 

Manu- 

fKtniini 

Unregi- 

fleiod 

Mann- 

facturioj 

1981-85 

6.2 

7.7 

4.1 

1986-91 

7.5 

7.5 

‘7.6 

1992-96 

6.6 

7.1 

5.7 

1981-96 

6.8 

7J 

5.9 
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in mid-1991. It is preliminary, as we have 
looked at evidence for only 4 to S years since 
the reforms were made, and many tendencies 
might confound the effects of earlier 
initiiUives. Therefore, attributing changes 
mainly (or solely) to the 1991 policychanges 
may, at times, Iw simplistic. This attempt is 
partiai as well, since we have examined only 
a few, thougf. i mpottant, aspects of Che reform 
package, and only some sectors of the 
economy. 

Nonetheless, our attempt offers a sober, 
yet significant picture of the changes that 
have occurred. After stabilisation, the 
economy got back on the growth path charted 
in Che l9S0s. The secondary sector shows 
a modest, yet statistically significant decline 
in its grot^ rate since 1991-92. The fiscal 
bdance appears better, ai the expense of a 
deep cut in public investment, and to a lesser 
extent, public spending. Borrowing for 
consumption (the revenue deficit) has gone 
up,as the much publicised reduction in public 
employment to reduce current spending did 
not occur; the tax-GDP ratio has stagnated 
in 1990s, though direct and corporate taxes 
collection improved. 

Contrary to much apprehension, there was 
practically no fall in social service spending 
ratios, as the axe fell mainly on defence and 
economic services. Whether economising 
on defence spend! ng is the best way to correct 
the fiscal imbalance is something that cannot, 
perhaps, be judged on economic con¬ 
siderations alone. 

Again, contrary toa priori expectation, the 
economy's aggregate investment ratio 
improved since the reforms, though (he 
(ritysical investment growth rate is I per cent 
lower than in the pre-reform period. 
Moreover, its chan^ composition is 
certainly a cause for concern. 

Manufacturing sector growth recovered 
from the adverse stabilisation effect. But the 
average growth rate for six yean since the 
reforms is clearly lower than the pre-reform 
period. Moreover, the recovery is uneven, 
with a sharp decline in the growth rates of 
capital goods and unregistered nuffiificturiog 


improvement can persist after the deep issues. 


Taslb 8a: Industrial Gaowni, 1982-97 - UP Seaus 

(Ptr ettU ptr yta 


Average 
of Years 

index of Induitrial ProductioB ftIPt 


UscrBaxed Clusifieation of UP 

Mining 

Mfg 

Elec 

Total 

Basic 

Goodf 

Capital 

Goods 

Inter¬ 

mediate 

Coos CO CN 
Goods Goods Gooi 

Weights 

n.46 

77.11 

11.43 

100.00 

39.42 

16.43 

20.51 

23.65 

2.55 

21.1 

1981-85 

12.7 

5.7 

8.9 

7.0 

8.7 

6.3 

6.0 

5.3 

14.4 

4.0 

1986-91 

5.5 

8.9 

9.1 

8.5 

7.3 

14.9 

3.8 

7.6 

13.4 

6.4 

1992-97 

3.5 

6.4 

6.9 

6.1 

6.6 

6.4 

6.1 

5.4 

9.2 

4.5 

1981-97 

6.5 

7.2 

8.2 

7.2 

7.4 

9.6 

6.0 

6.2 

12.1 

.5,1 


Note'. Coiu-Comuiiierg(KKls;CO-eoniuinerdiirab(efo<Kls:CNO-oonsanierQon-durai>leg<M)d 
Soun-e: EamomJc Survey, various issues, Ectmimic and Political Weekly, Vol 32, No 2' 
July I9-2S, 1997. 


Tasll Sc: MANUrACnmuio Caourm Rates by 2-Diorr Industry Ckours, 1982-97 - IIP SsMss 

(Per cent per yem 


NIC Industry Group 

Code 



1982-85 


1986-91 

1992-97 

1982-97 

20-21 Pood 



S.l 


5.8 


4.2 

5.1 

22 

Beverages, tobacco 



2.9 


(-)0.2 


10.4 

4.4 

23 

CottoD textiles 



0.9 


4.6 


5.6 

3.7 

25 

Jule 



1.0 


(-)i.o 


(-)l.9 

(-)0.2 

26 

Other textiles 



(-)l.O 


3.1 


(-)0.7 

1.2 

27 

Wood 



23.0 


(-)0.9 


2.8 

6.8 

28 

Paper 



75 


6.4 


7.7 

7.4 . 

29 

Leather 



10.6 


4.1 


3.3 

6.1 

.30 

Rubber 



10.4 


2.3 


2.9 

4.8 

31 

Chemicals 



9.4 


9.1 


6.2 

8J 

32 

Non-metallic minerals 



8.7 


6.0 


6.7 

6.9 

33 

Basic metals 



2.1 


6.7 


10.8 

7.1 

34 

Metal products 



1.7 


3.6 


4.3 

4.0 

35 

Machinery 



6.3 


5.5 


5.3 

6.1 

.36 

Elec machinery 



10.7 


20.0 


6.4 

14.6 

37 

Transport equipment 



7,1 


5.5 


II.0 

8.4 

38 

Others 



9.5 


13.7 


(-)1.6 

8.8 

Sfiurce: Same at idiove. 










Table 9: Puiuc Sectoa'i Share in GDP av Industry, 1981-95 











(Percent 

Aveof At Minimt Mfe 

Regd 

Blee, Const Trade, 

Trans- 

Bank- 

Other £»P 

Yem 


Mfg 

Gas. 


Hotel 

port. 

ifig. 

Service 





Water 



Comm Pinance 


1981-85 2.1 98.8 

12.4 

21.1 

93.3 

16.8 

5.3 

52.9 

8.3 7 

42.2 20.3 

1986-91 2.1 IIS.2 

14.1 

23.1 

92.5 

19.2 

4.5 

46.9 

85.8 

44.3 23.S 

1992-95 1.9 109.4 

14.8 

23.6 

94 

18.6 

3.0 

41.7 

80.5 

41.3 24.8 


Nate-. SinceniKl-l980s. there liMaiwfnaly inthe OOP urt fm as es far rafaung sector pubUesacio 

ODP Is greaser than GDP of the lector aa a svhole. Tbii ia appatmily becaasc of tMCeren 
methods uses furestimaiiiif the ODP in pubtic and private sectm. 

Source: National Accimna SutMct, vuUm lenee. 



Tabu 10: WouKWts DnnirnoN AM) LamMI nMnicnvTTv 


lector Woricfime PenMotifO Change ui WoiUtaice Distribaiioa Real ODP Per 

DtaribatJoofn _Wotlnr (Index) 

1977-78 (pec cent) 1983 over 1987-88 over 1993-94 over 
1977-78 1983 1987-88 


rlmaiy 71.22 (-)4.22 ‘ (-)2.20 (-) 1.40 100 

ecoodaiy 12.10 1.60 1.70 (-)0.80 386 

rertiiry 16.70 2.20 0.80 2.30 381 


fpmvt: NaHomU Samplt Survey, varioux repoiti; NattomU AccotuUt Staftitici.variooi inun. 


tublic inveatment could have levere 
xmwquencei for suataining the S.S per cent 
iitnual growth rate that we have recorded 
ince 1980-81.>* 

In fum, the good news (so far) is that 
here is no nuyor, unqualified, bad news, 
n the aggregate, many of the potentially 
dverse effects of such orthodox reforms 
ere avoided. The picture that emerges is, 
IS is perhaps often the case - the proverbial 
lalf filled glass - permitting selective use 
if evidence to bunness one's preferred 
'iew. But overall, do the favourable 
hanges call for a celebration of a higher and 
ustainable growth path, led by private 
litiative? 

Probably not, as our closer look shows 
itne dark clouds in the horizon. Some of 
>e adverse effects were avoided at the 
xpense of a better fiscal balaiKC. Many of 
K favourable features are secured at the 
xpense of the future; (potential) growth and 
xport possibilities. Therefore, it is hard to 
dieve that the economy has been put on 
more sustainable path. Further, such an 
ssessment is based on not only what is 
:hievod in the 1990s, but what has been 
lissed out; the lost growth potential by 
mplicitly) viewing the problem in the 
rthodox penpective. 

Posing the problem as Bhaduri did, as 
iscussed before, we find someunfavouraUc 
rvelopments that might have something to 
o wiA the Increasingly market-oriented 
}licy perspective in the recent yean. Recent 
mployment statistics show that in 1993-94 
ill nearly two-thirds of Indian workforce 
'asinagricuttute[NSS 1997]. Interestingly, 
le intersectoral shift in the workforce from 
riculture to non-agriculture has slowed 
~iwn during 1988-94, and the secondary 
ctor’s share has also come down. Since 
ibour productivity in the non-agriculture 
cton,in 1993-94, is nearly four times that 
I agriculture, slowi ng down of the workforce 
ansformation implies an immense loss of 
lotcntial) producti vity gains. This potmtial 
iss perhaps far outweighs the efficiency 
sins (possibly) secured by diminaiing 'little 
iangln' of price distortions. 

If this aasessment is correct, then we need 
ponder ovct how to regain the lost 
lomeiitumof workforce transfomittiaii and 
JUer udHsatkm of surplus labour that is at 
eheaitofequitousgio^hinalaige agrarian 
onpmy like ours. 


Notea 

[Following the usual (Usclaimen, I gratefully 
acknowMge Veens Mishn, K V Ramaswamy, 
C Ranunanohar Reddy, J C Sandeaara. S LShetty. 
M H Sutyanarayaiw and Madhura Srraminatfaan 
for thdrcommenis and suggeslioiH on an earlia 
version of this paper.] 

1 In many countries, in leceai years, new 
poUdcal regimes have ini dmedsifnilar policies 
by discrediting previous g o vc n uncnls on past 
economic failHtea. Haggard and Kaufman 
find, "Incoming governments ... have 
capittlised on honeymoon periods and the 
disorganiaed or diacnsditiiig of the opposition 
to launch ambitious new lefonn initiatives'' 
[Haggard and Kaufman 1992: 30]. 

2 Whether these proximate causes were 
significant is debatable. Bhagwati and 
Srinivasan (1993), and Joslu and Little (1994) 
dismiss these to argue that the crisis was 
mainly ‘made in India', due w the unsus¬ 
tainable policy icgimeofthe 1980s. However, 
charadmiiiig the 1991 episode as merely a 
liquidity crisis, AtjunScngWPta bis questioned 
the necessity of initiating such a complete 
package of cefotms. To quote him; "What is 
novel about the economic icforms of 1991 
is the timingand the fact that it was inunduced 
as a package of measures to meet a specific 
liquidity crisis for which such an eliiborale 
package was really not necessary" [Sengupta 
199.3: 40], 

3 This effort is motivated by the concern that 

IG Patel expressed about new initiatives. 

He said, "...ind eed , so great is die area of 
agreement that the new economic polictes 
themselves ore in daigerof becoimnga new 
ideology or orthodoxy - and surely, that is 
the time to witch out, to look mote closely 
at things and options ..." [Patel 1992:40). 

4 Some commeniatoii believe that industrial 
refornis in 1991 were quite superfluous, as 
much of it was already done in 1983 [Mani 
1992]. 

5 Unsustainabilily of a policy regime lefeis to 
size and growth public debt. Analytically and 
empirically, this ii a very debatable issue, 
except when OOP growth rale is lower than 
interest rate (both in nbrnhwl or real terms). 
Despite raoch analytical refiaememi, Evaey 
Domir’s ftillorvlng mnefa quoted eommeiH is 
still valid: "If all the peo^ and organisations 
who work and study, write articles and make 
speeches, worry and spend sleepless nighu 
- all for fear of the debt - could forger about 
it for a while and spend even half of their 
efforts trying to find way of achieving a 
growing naiioatl income, their contributton 
to the benefit and weUare of humanity - and 
to the solucion of the debt problem - would 
be fw greater " [Domar 1937: 64], 

6 The eiience of the otibodox icforms is an 


abiding flnihteihepoweroriMriociiln(aMic) 
efficiaKy in lUoetiicm of rateweef. adeep 
dtstnut of state inleivenlion, twd ‘aound 
money'. The following Hat broadly 
summarises the Warinngton oonMnsue: 

( 1 ) balanced badger, wMi defich of a few per 
cent of ODP. spndingeaalrob andbroad 
bmed taxation with low inaigiMl met: 

(2) sound mactD-economic policy with tome 
limited locial safely nets: 

(3) price reformi. positive real hneicM taiea 
and weak and xUble exchange rmea: 

14) trade and inv ein ne a t libetalitatkm: 

(3) privatisatian of sttoe-owned entor pri s e i : 
and, 

(6) deregulation of markets, includuig the 
labour market. 

7 Dnlesx otherwise meMkmed, variables in feb 
study are at constant (1980-81) pricec; growifa 
rales ate avetage of annual pefceniage change 
over the pervious year, years refer to fiscal 
year ending, for example, 1992-96 lefen to 
period 1991-92 to 1993-96, end GDP refen 
to GDP at factor cost. 

Our extimaiBsofavaagegrowth rates sofler 
from the well known problems of yeasty 
flucluauoiu and terminal yean cbooeiL To 
reduce their misiniefpretatioo and p en iu r a 
balanced judgmeiu of these numbers, we 
provide euimates for 1981-83, and for dto 
entire period, 1981-96. 

8 We esrimatod Log Y > a t- bl -v D(t), srfaere 
D is 0 up to 1991. and I for 1992-96. 

9 Clonirary to the popular view, growth nae of 
public empfaymentiteadiiy c am e down, ctoae 
to zero, during the I980i. TUs tread was not 
sustained in 1990s, dearly xi^gesting rito 
absence of a polifical cornensus on iMt, mid 
the minoriiy government's iimiiility to take 
hard decisions, despite much public rhetoric. 

10 Based on 1993-96 growth rate of 7 percent, 
there is much popular, inchidiiif official, 
oprimtsm about India emering into a higher 
trend growth rale after the icforms In 1980s. 
when the iiend growth rare was about 3.3 per 
cent, in three years annual growth latoww 
over 7 per cent. We have to be ciut ioui 
against sucli ‘opportunistic biases’, to bonow 
Oinmor Myirlal's phrase. He had w a med. 
“The fact that conoeplioM about reality ..me 
influenced by the interosts ax eoamooly 
perceived by the d om i m uu groupi in the 
society ..juid that they to come to deviate 
from truth in a d w ectioii oppoftaoe to dieae 
interests..." [Myrdal 1970: 21]. 

11 To quorcGuliaii. "In the final omeeme, what 
is of concern is that the GDP ratio of oudayi 
at both [eemeandstMeslleveis taken together 
has declined in the first four yean of 
adjustment" [(3uhan I99S; 1096-97]. 

12 These ag g r egto e s . though very iaiporanl, 
probably hide moro fean they reveaL Since 
the Rfotim. there was a gienier enophoois on 
wageemployinenigxaentiaa.taiherfeanieV- 
employment and asset creation pro g iaiBme a . 
Moreover, there hat probably been fe 
prolifcniion of 'tefaemes' to tait 

endt. To quote Qnhan again, "...one cannot 
cscafie the cooduiiaa dial the ccane'i anti- 
poverty ponfolio is liddfed wife mnehneedfeig 
confution and complexity in it> 
oooceptualiiaiioa design and adnalofeMimL 
...dm ia tobe amibnied to fee Meof a BmM 
set of hMnnneiiti far juamoiing dfaoao 
multiiile o^ectivee... and. at fen tana dmfa 
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tome ]>ocket money for members of 
puliameni'’ [Cuban 1995: 1099]. 

13 Much of the wklely held opinion acainal 
public mvettment is in mamifacturitig. as it 
it believed to represent investment in 
inelTicient import substituting industries [Jos hi 
and Little 1994]. Such criticism has little 
basis since the manufacturing sector's share 
in public investment has been small and 
declining, as evident in the tame figure. 

14 This result is contistem with findings baaed 
on a cross<ountry analysis. Greene and 
Villanueve (1991) find, fora sample of 23 
lets developed countries, over 1975-87, a 
negative and ttatislically significant effect of 
real interest rates on investment. 

15 The ratio of corporate gims fixed capital 
formatiun (o long-tetm tourees of finance 
(primary copitaJ mobilisation, ‘euro issues', 
and development finance institutions’ 
disbuisemenls) came down from 121 per 
cent during 1986'9I, to 64 per cent during 
1992-96. 

16 All intercorporaie investment may not be 
undesirable. If firms take minority slake in 
supplicfs' and distributors' firms, such 
inveitment could have long-term positive 
efliKIs. as has been widely documented in 
Japanese industry. But if intercorporate 
investment, mediated by‘financecompanies', 
is used as a vehicle for hostile lakeovert, and 
other measures that reduce competition, or 
divert resources for unproductive activities, 
then such investment may have undesirable 
conse<)uence. More important, if inter- 
corporate invesimenl is ill regulated, finance 
companies could laire advantngeofihe widely 
noted imperfections in the financial markets 
- as is feared to have happened recently in 
India - leading to socially undesirable results. 

17 ICiei’s annual study of financial performance 
of its 675 assisted companies supports our 
contention. Although this report emphasises 
year to year variations, the underlying point 
is that non-operating profiri wereadominani 
influence. To quote the report, ''Other income 
rose by 23.4 per cent in 1995-96 compared 
ta3S.8perceiitin 1994-95. Therefore,other 
inctnne, which was a significant factor in 
influencing profits in 1993-94 and 1994-9.5 
did not play a ma)nr role in 1995-96. The 
nuyor tourees of other income in the past 
were interest on inter-corponiie deposits 
(ICDs). dividend receipts, profit on side of 
investments, lease rentals, investment in units 
and sole of real assets. In 1995-96. a dormant 
secondaiy capital market militated against a 
substantial rise in other income through sale 
of investments. However, some cash-rich 
companies were able to earn large other income 
by leading in the ICO market at high inlerest 
rales’' [ICia 1997]. 

18 This estimate is bastnl on the comprehensive 
data on FDI collalcd in Ecimnmctuul PulUk-al 
WgeUy, May 10. 1997 (p 987). 

19 Realised FDI being a small fraction of 
approvals is not peculiar to India. For China, 
the ratio it about one-ihiid [contpuMd using 
data in Table 3 of Browhnan and Sun 1997]. 

20 Effeca of corporate takeovers on efficiency 
is a ranch contested iasue in economici. 
Appredaiing limitalioas of Riit mechanism 
ofcotporateconliol.asignificantptofcssitinal 
opinion bolds that the developing counliies 
should avoid repUctdng thla aaghr-toxon 


Inititution. To quote AJit Singh, The 
impottant question is whe^ the evotution 
of Mich a maifcet [for corporate control] would 
be conducive to Indian industrialiaaiion and 
for fast economic growth. The review of the 
analysis and evidence on the markets for 
corpocBle control in the US and the UK Indlcale 
several drawbacks, particularly from the 
perspective of Economic DeveIapiiieat...A 
developing country like India simply cannot 
afford the burden of an extremely expensive 
and hit-and-run system of management 
change which takeovers mpfesem" [Singh 
(997:.t5-.361, 

21 Index of industrial production (IIP) with 
1980-81 as the base is widely used to assess 
tbc recent iDdnsirial production irends. 
Primary informuionforcoiistnictiontlieinclex 
is voluntary tcpoiting of output by firms 
above a certain size. Quality of the index has 
been widely question^ for some lime now. 
One suspects that problem has become acute 
after the recent policy changes since the firms 
now have little incentive for timely supply 
of this information. Therefore, we luspecl 
that tlic index has increasingly become 
unrepresentative However, for lack of 
anytMng better, we still use these estimales, 
with great caution. 

22 K N Raj repeatedly emphasised that 
developing capital goods industries in Indian 
planning was precisely to dieapen these goods 
which will in turn, reduce prices of final 
consumption goods. In 1970s, when COP 
growth rale did not pick updespite significant 
rue in domestic saving and investment, he 
attributed it partly to growing relative price 
of capital goods. [Raj 1986]. This has now 
h^ipmd after import libendisanon. 

23 Arvind Virmani's recent study illustrates the 
popular perception; "The manufacturing 
sector has shown the greatest improvemeni 
in performance. The growth of manufacturing 
(GDP at factor cost) IS likely to average about 
8.9 per cent during the Eighth Plan period. 
This is 1.2 per cent higher than during the 
Seventh Plan period, 1.9 percent points higher 
than during 1980s. It is notacoincidence that 
It has seen the most extensive reforms'' 
[Virraani 1997: 2064], 

24 Decline in domestic petroleum production 
was partly due to ’over exploitation' of cenai n 
oilfields in late 1980$. But it was a short-term 
problem. More enduring reason was perhaps 
the cut in public investment. 

25 Theseestimaiesaiefornon-dqjaitinentDlaan- 
financial enteiprises. This is probably the 
most comprehetuive category ofpuUic sector 
enterprises, as given in National Accounts 
Statistics For a discussion on mcnis of using 
this data source, refer in Nagaroj (1991). 

26 Comptaedasiag^aiumalAcrotmtsStatistics. 
this comprehensive measiHe m the deficiL 
includet not only the central govetnment but 
also the states and public sector enterprises. 
For details see. Nagaraj (1993). 

27 Banthan (199.3) sought to ignore our con- 
iemion of improved public sector emeipriie 
petfonnance in 1980s, by suggesting that it 
was largely due to a faster rise of PSEi prices. 
The devclopntent in 1990s. viodicaies our 
earlier position u PSEt profitability haa 
improved, despite a iall in theirrelatlvt prices. 

28 WoridBankbelievesdiesiaiitlarachieveinem 
of the 1991 reforms b Hi success hi reducing 



public sector's role in the tndbn eooi 
To quote Us latest official aase ra mera: 
dechniaf rob of the public sector lint 
start of die icfotm progra mm e in 1991. 
as producer of goods and service; 
economic regulator, is one of IntHa’i 
fundamental change since independi 
(World Bank I997:i]. 

True. If thb were the reef agenda, the 
tefoems were quite a success. But, pei 
PSEa proved tb^ critics wrong by iii^ 
theiT output growth and financial piafonn 
tuggesUng that they have been - at le 
far, in (he aggregme - able to withston 
policy changei. 

We have not asseaied if public sector’ 
as au economic r^ulator has declined: i 
is it desirable. Probably it b not, as the 
World Development Report argues. 

29 Studies on info’s macro-econofflic p 
mance cleariy brinp out centrality of p 
investment, most of which has been ir. 
oninfriutructurelNayyar 1994: Pandit I 
Unless this stylised has been uni 
Indb surely faces an infrasuuctuie s* 
eonstrainl. 
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Designiim India’s National Infonnation 

Infrastructure 

AJaySbih 
Shuvun Misra 

One of the current policy debates in India concerns the need for a 'national information iitfrastructure (Nil) ’ 
and how it should be built. This paper sketches some key principles which a strong Nil should satisfy, in order 
to yield the maximal impact upon productivity growth of India’s economy at the lowest possible cost. 


Motivation 

' IN leceiU ycafs, the area of computeis and 
comnuinications has experienced enormous 
technological progress. Conqiuter network' 
ing was once the province of researchers in 
uni veni ties. The computer network that they 
built is now called the Internet, and it ha.s 
widely proliferated into the productive 
mech^sms of the modem economy. 

Today, computer networking is widely 
viewed as a vital facilitator of productivity 
growth in the economy. At a basic level, the 
infonnation processing problems faced by 
rums are of vital importance to the resource 
allocation of the economy. The choice of 
technology, the choice of raw materials, the 
choice of firms with which to contract, the 
opportunities available through imports and 
exports outside the country; these are all 
situarionawheretherirm requires irt/brmaiion 
to guide decision-making. Universal access 
to computer networking would help 
economic agents reach more optimal 
decisions in these regards. 

Caimeross (I997«) describes asparagus 
growers in distam cocnen of the Philippines 
using data networks to track prices of their 
crops on the Japanese market. A developing 
country like India has millions of citizens 
who perform their social, economic and 
politica] functions under coixlitions of very 
limited access to information and analysis. 
Gmputernetworking could be a vital catalyst 
in increasing the pace at which these 
indivichials are able to fully harness the 
opportunities of the modem world. 

In addition to access to information, an 
essential aspect of the modem economy is 
specialisation, aitd a proliferation of contrac¬ 
tual relatiotiships. Ilic snaooth functioning 
of all contractual relationthips is facilitated 
by high quality communications and infor- 
mationexchange. This aspect may be illustra¬ 
ted by a scooter manufacturer it has to 
routinely integrate information from its own 
factories, component maoufacturen, regional 
waiettotues and sales offices, and export 
bouses. In all cases, in addition to receiving 
information from these entities, it needs to 
send messages back to these entities which 
would helpguidetheirfunctioning All these 
imeraedens would flow mote smoothly gi ven 
high quality computer networking. 


Going beyond economic growth, facilties 
for low-cost communications have a 
pervasive impact upon society. Whether we 
consider the modalities of daily work, 
commerce, social services, politics, 
government, or leisure; the ‘national 
information infrastructure' islikely to reshape 
all these in fundamental ways. 

Modern fibre optic communications has 
created the remarkable concept of a physical 
cable which has near-infinite capacity for 
carrying information. The only constraints 
in capacity faced with fibre optic caUes are 
those of tiM equipment at the two ends of 
the cable.' Further, once the equipment and 
the cable is in place, the marginal cost of 
using the system for communications is very 
close to zero. From an economic perspective, 
the ‘national information infrastructure’ has 
the characteristics of a public good. Hence, 
there is a case for a government initiative 
to build and operate it. As compared with 
the costs faced in building a variety of other 
infrastiucture, theinformaiion infrastructure 
is a remarkably inexpensive way to enhance 
the productivity of India’s economy. 

n 

Deffniiif tfae Objective 

The challenge that we face today, in India, 
is that of understanding the responsibilities 
which should be placed on the Nil, and the 
responsibilities which are not public goods, 
and should not be placed on the Nil 
[McKnight and Bailey 1997, Council 1994]. 
The fundamental characteristics which the 
Nil should satisfy can be summarised as 
follows; 

(1) The Nil should be a computer network 
which links upevery town in the country 
with a population above five lakh. We 
will call this network IndiaNET. 

(2) IndiaNET should offer ‘leased lines’ to 
wholesale users, who should lb charged 
a defined remal for the connection and 
not a price per unit of usage, 

(3) Users should be charged for access to 
the network, without regard for the 
physical location of the destinations that 
th^ reach over the network, 

(4) The cost for such connectivity should 
be something like Rs 33,000 per month 
for a line of 2 megabits per second. 

(5) There should be no resttictiotu upon 
how these lines are utilised; i e, upon 


the kinds of applications that users find 
for this computer coruiectivity. 

The success of the Nil, in terms of havitig 
a pervasive impact upon the country, hinges 
on the pricing policies that are adopted. 
Many telecom initiatives in the coupuy have 
floundered owing to high prices and 
restrictions upon use (Shah 19^]. For the 
Nil tohave its full impact upon the economy, 
a clear break with conventional ideas in 
India's telecom sector is called for, on the 
subject of price. The critical objective for 
IndiaNET should be to deliver networking 
to India’s citizens and companies at prices 
which are comparaUe with the best-prt^ces 
worldwide. This pricing suggested above - 
Rs33.000per month for 2 Mb/s - is consistent 
with international practice. 

This type of pricing for a ‘pure data pipe’, 
with zero restrictions on how that {upe is 
used, will constitute a quantum for 
India’steiecom sector. This pricing will make 
long-haul computer networking a viable 
alternative for a broad swath of India’s 
economy. ’The high capacity telecomniuni- 
ciuions facilities in India today are priced 
at rates which only the most telecom-bungiy 
part of India's corporate sector can 
afford. At prices like Rs 33,000 a month for 
2 Mb/s, we can expect schools, libraries, 
co-operatives, gov e rn m ent, municipalities, 
non-profit organisations, etc. to all be able 
to harness the network for publishing 
and consuming infonnation, md interacting 
with eachother. Many of these organisations 
might not need a full 2 Mb/i, and would 
purchase fractions of this capacity from 
retellen. 

A great deal of the discussions about the 
Nil in India have centred upon the Imetncf, 
and upon the numerous companies which 
seek to provide Internet services in India as 
‘Internet Service Providers’ (ISPs). The 
arguments provided ahead suggest that the 
Nil would certainly enable intercomiectivity 
between imilliple ISPs, but the Nil must 
have objectives which «e much larger than 
enabling the functioning of ISPs. 

m 

Priadplce 

Before we get to a more detailed aet of 
object! ves which IndiaNET should target to 
accomplish, it would be useful to establish 
some basic principles wMdi derive from an 
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economiG and engineering undeniandiof of 
tke Intenet, end of India’s telecom lector. 

Our main concluiioni, which are 
substantiated in the following subsections, 
may be summarised as follows: 

• The most useful vision for IndiaNET is 
a purely thmesiic computer network, 
which would link up individuals, fimis, 
government, researchers, and non-profit 
organ! satiani i n the country. Connect] vity 
into the international Internet should be 
left to third parties. 

• For such a network to have a maximal 
impact upon producti viiy growth in India, 
one ctudai obstacle which needs to be 
eliminated is the ‘Closed User Group' 
policy of the DOT. 

• IndiaNET should aim to be a backbone, 
supplying high speed links (multiples of 
2 Mb/s) which are appropriateto the needs 
of medium and large organisations. The 
needs of individuals and small organi¬ 
sations are best met by going through a 
layer of resellers. 

• IndiaNET should make a policy decision 
to use public domain protocols and avoid 
dependencies on any single hardware or 
software vendor. 

• The best technology which can become 
the basis of IndiaNET is Asynchronous 
Transfer Mode (ATM). Internet protocols 
(IP) can be used on top of ATM by users. 
IndiaNET should not concern itself with 
Internet services such as email, news, 
worldwide web, etc, other than the public 
goods like news transfer, web cacheing 
and mail forwarding. 

• IndiaNET should aim to .start off with 
rapacities likeSOOMIVsbetween Bombay 
and Delhi. 

Focus OH Domestic Connectivity 

Hie growth of the Internet has been a 
significant motivation for the IndiaNET 
project. However, it would be very useful to 
break up the overall problem into two parts: 

(1) A purely dbmejiirhigh-capacity computer 
netwock, which connects up locations within 
India. 

(2) Hookups for users into the international 
Internet. 

The two objectives are quite unrelated and 
can be pursued separately, as long as the 
domestic network (the first part) is 
implemented using Internet protocols. 

The second objective could be easily 
fiiiril led by ISPs. ISPs would function in two 
parts; they would buy domestic bandwidth 
from IndiaNET and supplement this with 
international Internet access purchased from 
foreign telecom companies. As long as the 
domestic network hat the same protocols as 
the imetTiational Internet, end users would 
•Ind the finished product that they obtain to 
ae a seamless blend of Indian and 
intentatkmal parts of the Internet.’ 

There U a tremendous role for computer 
networking within India, using Internet 


protocolt, which can help India's growth 
and development. The functioning of 
government, business and academics can all 
begreatlyeid)aiKcdinproductivity,ataveiy 
low cost, if such a network is built SoitK 
examples of these ipplicatkms are shown 
later. 

Hence a purely domestic focus for 
IndiaNET is highly apimpriate. This will 
focus the IndiaNET effort on becoming a 
national information infrastructure. 

In the absence of such a focus, there is 
a considetable risk of wasted resources in 
liyingto meet the objectiveofgiving Internet 
connectivity to many locations in India", 
which should only be a secondary objecti ve. 
The primary pr^em that we should be 
addtwing in the context of IndiaNET is that 
of building a national information 
infrastructure. The ‘national information 
infrastructure' problemisvetydifTerentfrom 
VSNL’s efforts, which have been limited to 
giving Indian users a hookup into the 
international Internet. In contrast, the 
objective here should be to build an intra- 
India Internet. 

Pricing Paradigm 

As is the case with many public goods, 
the best pricing strategy that IndiaNET should 
adopt is a rental model. IndiaNET .should 
charge a fee per month of connecting into 
it, and not a fee per unit of data that is 
trarufetred over it. This pneing strategy is 
a direct consequence of the near-zero 
marginal cost of transporting data over a 
given network infrastructure. 

A related point is the notion of charges 
being associated with connecting into the 
network. Intuitively, it may appear that data 
transfers within Bombay arc somehow 
cheaper than transfers from Bombay to Delhi. 
However, once the network infrastructure is 
built, the marginal cost of all transfers are 
essentially zero. In this case, the relevant 
notion of pricing is one which charges users 
a rental cost for the existence of the network, 
and not for the specific locations to which 
data is sent. 

This distance-insensitive approach to 
pricing underlines one of the momentous 
consequences of computer networking, 
which is the relative unimportance of 
geographical distance [Caimeross 1997b1. 
When a publisher sends his newsletter out 
over the network, the cost incuned in teaching 
locations all over the country should be 
essentially equal. This is a fundamental 
change as compared with pre-computer 
methods of communication. 

Eliminate Usage Restrictions 

A vital concept in the Nil is an unrestricted 
growth of networking through citizens and 
fimis of India obtaining connectivity by 
themselves to suit their own needs. This style 
of growth underlies the origins of the Internet, 
and is vitally needed in India today. 


The DOT'S CUG policy stands squarely 
in the face of this growth; the CUG policy 
prohibiu interconnectioas between any two 
whle area networks in the cotmiry. This is 
exactly wrong in terms of the aduevemcat 
of the Internet, which is the product of 
uninhibited interconnectio ns betwee n myriad 
local and wide area networks. The CUG 
policy eliminates the initiaiives of myriad 
individuals around the codiury. to use the 
technologies most easily acce s sed by them, 
to create improved connectivity all acroia 
the country. 

The CUG policy must be eliminated for 
the Nil to succeed. We have to work toamrds 
a scenario where IndiaNET is a wholesale 
provider which gives out high capacity lines 
to a thousand sites in the country, from 
where on the unrestricted growth in 
networking complexity, through a variety of 
local initiatives, carries IitdiaNETinto every 
nook and corner of the country. 

Similarly, the interconnectivity betsraen 
IndiaNET and the international Internet 
hinges on ISPs being able to s up plement the 
domestic bandwidth offered by IndiaNET 
with international Internet hookups 
purchased from foreign telecom providers 
tike AT and T. MCI. etc. (in the short run, 
while VSNL's monopoly has not yet been 
dismantled, they would be forced to buy 
leased lines to service providers like AT and 
T through VSNL only). This connecti]^ 
would not be possible without an elimination 
of the CUG policy. 

One more aspect concerns new providers 
of long-distance high-capacity lines sriikh 
are emerging, like the Indian Railways, the 
Power Grid Corporation of India, etc. The 
IndiaNET project should obviously impoae 
no restrictjcms on the way ciistiunen of 
IndiaNET can purchsw bandwidth from any 
of these aK^macive bandwidth providers. 

Design Organisation and Services for 

Wholesale Buyers 


IndiaNET should be a wholesale vendor 
of bandwidth. 

The organisational challenges of building 
this public infriutnictiire are incompatibk 
with the requirements of customer suppoit 
for retail users. This is in keeping with on 
analysiifoundedonpubliceconomics.where ^ 

the long-haul network is a public good, bM f 

the services of modem banks and help desks 
(required to cope with retail users) ate not. 

Hence there is a role for the state in buildiag 
the network itself, but not in coping wMi 
lakhs of individual users in the country. 

This is in keeping with the recent, 
movemenu in policy where multiple Qh i 
wiUofferlnlenireserviceain India, in conirtil :.j 
with the existing situation where It 
the monopoly ISPinthecountiy. Hence ire 
logical archkecuire it for IndiiMET to lei v 
high capacity leased lines to IsK.w ■ I 
companies, who would in turn comMHI 1 

im: 1 
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facilities to distribute this amongst millions 
of retail users in the country. 

Art Open Network 

The Internet is a tremendous achievement 
where public domain protocols, mostly done 
as free software in universities and research 
labs, have been the foundation of the most 
open computer network of all. 

An intra-India network should make 
possible an ‘Indian Internet' in terms of 
support for the public domain Internet 
protocols and technologies. 

The Internet originated in public domain 
protocols, through the aegis of a voluntary 
standards body named the Internet Engi¬ 
neering Task Force (IETF). IndiaNET’s 
objective should be to closely support public 
domain protocols, for two reasons: 

(1) UseofprDprietaiyprotocolsimpllesthat 
India>^ would become incompatible 
with the Internet, either today or in the 
future. 

(2) If IndiaNET starts using any proprietary 
protocois, then (eventually) this will lead 
to a transfer of monoptdy rents from 
Indian users to computer companies 
which control these protocols. Every 
time the international Internet evolves, 
it would be cheaper for IndiaNET to 
keep in tunc as long as IndiaNET stays 
with public domain protocols. 

Hence IndiaNET should adopt a strong 
policy to continually watch IETF, and keep 
moving in terms of standards and protocols 
with Uw current stance of IETF. IndiaNET 
should expressly avoid the opinions of 
hardware and software vendors on choices 
of protocols which should be used. 

...But Not an IP Network 

While supporting the open network 
protocols of the Internet, IndiaNET should 
not itself restrict its users from using other 
facilities which are possible on an optimised 
high-speed wide area network. For instance, 
digital video and other multimedia infor¬ 
mation which is becoming increasingly 
relevant in today' s information networks, do 
not function as optimally onpure IP networks. 

Various vendor-neutral standards bodies 
have been working to develop an open low- 
level network protocol which will help to 
solve these problems, while providing sup¬ 
port for IP protocols for the existing Internet 
applications. The consensus that the telecom 
world is moving towards is a protocol called 
Asynchronous Transfer Mode (ATM). This 
leclmology is being standardised by some 
of die world’s largest indqsendem standards 
bodies, like the Institute of Electrical and 
Electronics Engineers (IEEE) and will 
therefore beasafebet for India to build upon. 

It is certain that A’TM technology will not 
be obsolete for the next decade or more. 

IndiaNET should provide ATM data 
pipes to its customers. Customers can then 
interface these ATM links to Internet 


protocols by impfemaftlng IP network! oo 
top of ATM.’ 

The government of India and its various 
bodies could be one of the clients of 
IndiaNET, and purchase ATM bandwkhh 
from it. The government could then build 
its own private IP network on this ATM 
infrastructure, and piovideintentet gateways 
to al low d dzens to connect to this go vernmem 
network from over the Internet for infor¬ 
mation access or interaction. 

...AndNo Internet Services 

IndiaNET should not be in the busiheu 
of providing the mainstream Internet JvrvsMr, 
like email, hosting hotiK pages on the web, 
etc. These activities are more appropriately 
harxlled by an industry of compding ISPs. 
The competition amongst thm vendors 
would produce marginal cost pricing and a 
sound resource allocation. 'Die (mxhiction 
of Internet services is rwt a public good. 

There is a small class of facilities which 
are clearly public goods, which include a 
net-news fc^, name services (DNS), web 
cacheing, etc, which logically fit within the 
objectives of IndiaNE’T as public 
infrastructure. These are brought up in detail 
in Section V where it is suggested that these 
should be implemented as a second phase 
of the IndiaNET project. 

Bandwidth Requirements 

IndiaNET should commence with links 
like SOO Mbits/sec between the mry or metros,^ 
this isihekindofhandwidth whichisrequired 
on the very first day in order to be a cr^lble 
‘natiofuil information infrastructure’. 

Some simple calculations reveal the 
number of individual users which this 
capacity can support. Each individual user 
consumes 64kbits/$ec, which yields around 
10.000simultaneous active users. This yields 
a total user population of one lakh, factoring 
in the commonly used approximation that 
not more than one in I Oaifthorised users will 
be active at any instant. 

It should be noted that a city like Bombay 
would have multiple redundant links going 
into many locations; hence the total 
bandwidth frcrniBombay to IndiaNET would 
be around five times of the bandwidth on 
(he Bombay/Delhi line. In this case, we see 
a user population in Bombay of around five 
lakh. 

This is a credible critical mass o^/aen in 
Bombay; hoive verthis is hardly adequate for 
the ultimate objectivet of the 'national 
information infrastructure'. 

Growth in usage would very likely 
necessitate doubling of bandwidth each six 
months. We should be dear, however, that 
the costliest part of building networks is a 
fixed cost - that of laying physical cables 
in the ground. With the cables in place in 
iheground, it is very cheap to target capacities 
like 10'* bits per second as far as the niMrs 
are concerned. Once this fixed cost is paid. 


enhancements in bandwidth would be 
obtained using I m p ro ve m en ts in the end 
equipment tioae. This is much cheaper than 
the fust cost of laying cables. Hoice the 
prospect of doubling capacity every six 
monthsiiqultecompatlblewfththeecoiwmic 
viability of the network, and the target pricing 
of Rs 35,000 per monlh for a bie of 2 Mb^ 

A variety of initiatives are presently 
underway to lay fibre optic cablea in India. 
These irdude die DOT, Indian Railways, 
Power Grid Corporation. Mdunutgar Gas 
Nlgam, etc. The IndiaNET project should 
use two key (uindples: (a) use cables laid 
by other ^ties wherever possible, and 
(b) to not come in the way of any other 
altempu in the country to build fibre optic 
networks which would become ahemiives 
to IndiaNET. 

Users of the Indian Internet 

An Indian Internet would have enormous 
consequences for the functioning of India’s 
economy. Some examples of this are listed 
here: 

Income Tax Filings: Income tax filings 
could be done electronically, whereby 
citizens of India would connect into a web 
site operated by the income tax department 
and fill out the forms. IndiaNET should be 
present in at least a hundred cities, and thus 
cover more than 95 percent of the individuals 
who pay income tax. 

Education: India’s schools and colleges 
would all become interconnected with each 
other through IndiaNET. This would gencTAe 
a profoundl y enhanced access to knowledi^. 
At an operational level, children could fill 
out forms for admissions to schools and 
colleges, take admission tests, query their 
test scores, etc, over the network. The 
networking that IndiaNET often would have 
a m^jor impact upon the literacy rate and 
computer skills of India’s populMion. 

Libraries: Public libraries could offer 
access to the worldwide Internet if the low 
prices that are proposed here materialise. 

Research: India’s research irutitutions 
would come closer to each o(h«', and to 
India’s economy, through IndiaNCT. The 
output of research would rapidly become 
available to the economy. Blectranic Journals 
are possible at a fraction of the cost of paper- 
baa^ journals. Wwking paper distribution 
now tidkes place over the Internet on a huge 
scale. If IndiaNET attains the prices targeted 
rnthisdocumeni.it would be cheaper to send 
a research paper from an academic canqws 
like lOlDR to any tocation in the country 
over the network instead of printing it and 
mailing it. 

InfimnatumBusinesr. India’s infonnation 
busineis would completely switch over to 
the businew modd of producing infonnation 
for disaeminBtion of IndiaNET, firom where 
it would become available in hundreds of 
cities. Newspapers, magazines, electronic 
databases, railway and airline schedules, 

, • . w fv r 1' 7 



pgtnt warche*, etc. would all be availabte 
over the web. 

Financial Sector, The three fiindunental 
entitles in the financial sector are (a) 
individoals who have savings, (b) compames 
who need funds, and (c) iniermediaiies such 
as stock exchanges, banks, mutual fiuids, 
insurance companies, brokerage firms, tic. 
IndiaNETcould be a common highway used 
by all three. Internet protocols ate well 
developed in terms of complete safety and 
privacy to allow the most sensitive financial 
transactions to take place over IndiaNET. 

An individual could look up the prospectus 
of an IPO on the web and fill out the 
application to subscribe to the shares online. 
Individuals could query their account 
balances with banks and the depository over 
IndiaNET. Electronic funds transfers of the 
banking system could take place over 
IndiaNET. Stock market trading could use 
IndiaNET instead of the inefficient use of 
VSATs which has become commonplace 
today. Realtime dissemination of prices over 
the Internet (at zero cost to the user) is 
already being done by the NSE - (his mean.s 
that usen of IndiaNCT all over India would 
have free access to stock prices in realtime. 

Industry: The most basic telecom 
requirements in industry are connectivity 
between factories, storage depots, regional' 
sales offices, and the head office. Today, 
electronic data interchange (EDI) protocols 
woik over the Internet, allowing manu¬ 
facturing companies in India to use 
unprecedented levels of realtime information 
availability for decision-making, and to 
conduct electronic commerce with each other 
and with the rest of the world. Most mqior 
companies of the country are today building 
‘Intranets'. The IndiaNET praject is the 
logical physical connectivity which they 
would use in this style of intra-firm 
communication. 

Govemmenr. Freedom of information 
would become synonymous with all 
ovemment documents becoming publicly 
available over the web on IndiaNET. The 
voting record of each MP could be available 
fromawebsileopcraledin parliament house. 
Fiiingf made by firms togovernment agencies 
(e g, SEBI) would become available to 
citizens of the country over IndiaNET 
(this is similar to the ‘Edgar’ project of the 
Securities and ExchangesCommission(SEC) 
of the US, whereby all filings made to SEC 
are made public over the Internet). The prices 
proposed here are low enough for the Bombay 
Municipality toure IndiaNETforthcpurpcMc 
of intra-Bombay communication. 

Domestic Newsgroups: Newsgroups 
within the country have a tremendous 
.wtential to bring individuals with diverse 
imerests into discussions and eachange of 
information and views. India could be one 
of the laifestusert of (domestic) newagroups 
in the world, given the large literate 
mpulation. 


It should be emphuised that the 
architecture of ImttaNET selling wholesale 
bandwidth to ISPs implies that ISPs would 
carry IndiaNET acceM imo myriad small 
towns and villagea (typically using line of 
sight communications from every city where 
IndiaNET is pfeaeat), where no individual 
government agency would be able to easily 
ofTerservicesinasborttime. Hence (he total 
impact of IndiaNETupon the country would 
be extremely pervasive. 

IV 

Phase I 

Phase I of IndiaNET can be defined as an 
ATM network. This network should have 
the following features; 

(1) Rbreoptic lines with bandwidth of 622 
Mb^ between major metros, with explicit 
plans of doubling the capacity every .six 
nronths for the next five years. 

(2) A redundant tqwlogy. For example. 
Pune might use a link to Bombay and 
a link to Bangalore. Even if one of these 
links breaks down. Pune is not cut off 
from the network. The protocols of the 
Internet ace designed forsuchatopoiogy, 
and will optimally exploit the redundant 
capacity when it is there, but work 
rebably when some links break down. 
It should be noted that Pune would 
additionally have links to Satara and 
Aurangabad. 

It is important to use very high levels 
of redundancy here, because network 
reliability is crucial to network 
credibility. Hence every IndiaNET 
node should have at least two links, 
every town above a population of 
15 lakh should have at least four links, 
and the major merros should have 
10 links. 

(3) Wholesale provision of ATM access, in 
uni(sor2 Mb/s. Inntiier words. IndiaNET 
would be ready to sell lines of 2, 4, 6. 
etc, megabits per seond. The price 
should be no more than Rs 33,000 for 
2 Mh/s, with quamity discounts for 
higher capacities. Bandwidth below 
2 MtVs should not be sold by IndiaNET. 

At phase I. there should be no computers 
in the picture, i e, no IP, no DNS, or web 
protocols, etc. Phase I of IndiaNET should 
be a pure high bandwidth ATM network. 

V 

Phwen 

In Phase II, IndiaNET should buiJda public 
IP network along the lines of the Internet, 
on top of its ATM backbone. It should 
introduce computers to deal with five 
additional capabilities; 

(1) DotnainNmiieService(DNS),including 
the hosting of the cuuntiy's apex DNS 
servers for the in domain. 

(2) Proxy WWW cacheing. 

(3) Usenet news feed (through NNTP 
transfer but not NNTP newtteadfng). 


(4) SMTP (mail) forwarding, without 
mailboxet or reading. 

(5) The Network Information Ccflln; (NIC) 
(unctions for India, including aJIocation 
of IP addresses and domain names. 

The NNTP news feed will become more 
useful if IndiaNET chooses to purehaie an 
international newsfeed from a service 
provider on the Internet, and merge this with 
Indian content that will be provided by 
IndiaNET s customers locally. lius will mean 
that IndiaNET will need to install one 
international link’ for two purposes: 

(1) Obtaininga Usenet newsfeed compriring 
all imetnational discussion groups, from 
an international service provider like 
MCI, UUNET, or Sprint. 

(2) ProvidingchaniKl for India's apex DNS 
servers to be replicated by secoodaiy 
name servers worldwide. 

Thi s international li nk should not be made 
available to IndiaNET's customers for 
independent information access. This 
exception to the ‘no international mlTtc’ 
rule is appropriate here becauseof the peculiar 
nature of the Usenet and DNS; in essence, 
all information on both these services is 
replicated everywhere, thus making centra- 
li.sed replication and subsequent ledisiri- 
bution very efficient in terms of resource 
utilisation. This replication model is not ^ 
applicable to any other Internet service. Of 
die two replicat&l services, the Usenet will 
consume the bulk of ibe channel bandwidth, 
but the DNS availability is more criticaL 

1 1 should be emphasised that even at Pbaie 
II, IndiaNET should never have any user 
accounts or usen. IndiaNET should oidy 
focus on public goods. WWW cadteing it 
a good example; if IndiaNET estabUshm a 
computer doing WWW cacheing, then it 
helps IndiaNET reduce the load on its tniidc 
lines, and generate greater usage white 
holding the capital cost nearly fixed. Thu /l 
IS a public gotd, in the sense (hat any ISP 
or any company standing outside hufiabffiT 
cannot easily produce comparable aervicaa. 

Once these services are available, 
IndiaNET should offer its ciulonMrs the ' 
option of connecting to itself using DP 
protocols, instead of ATM protocols.* We 
estimatethaitheaetervicesshouldbeofleind . 
from roughly lOto 20 locations in thcoouMiy. 
Ateachcity.itwouldcostroughlyRslcram ^ 
for appropriate Unix servers to ddiveribeae f 
four capabilities. Hence Phase 11 invnlwet 
lignificam human skills, but (he told coat, 
including mfrasbuctural overheads is in die 
range of Rs 20 crore to Rs 40 crom. 


Glnmnry 

All wonts in the glotsary which an j 
boldface ate listed in the glouary. ' v; I 
ATM AsynchronousTYuufer Mode, mte«| '-M 

the impoftant pnilOGols for higte^pniji|-^'l 
t dec MB i nunicaiions. g netwwItiopBlii^. 
oomoucted using ATM 1wotI a >~ - , 
BmidwUth Oommunicationn capn^^||i| 
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example, we may uy that a ‘line has a 
bandwidth of 2 megabits per second’. 
Email Electronic mall, one of the services 
which can work over IP networks. 
lETFThe ’Internet Engineering Task Force’. 
a voluntary body that governs the 
evolution of technical standards under¬ 
lying the Internet. 

Internet A worldwide collection of 
computers which are connected together 
to enable information access and 
interpersonal communications. 

IP Tbe communications protocols used by 
the Internet. 

ISP Internet Service Provider, a company 
which plugs into tbe Intermt at a high 
speed and offers retail access to 
iiidi viduals andfirms. The f SPptirchases 
bandwidth wholesale and sells it retail. 
Le aae d line A dedicated point-to-point line 
used for data communications. Unlike 
normal dial-up telephone lines, leased 
lines are active all the time. 

Modem A device used to do data communi¬ 
cations over voice-grade telephone tines. 
Mb/s Million bits per second. For a sense 
of scale, the typical voice telephone line 
runs at around 10,000 bits per second. 
In modem times, the minimi computer 
cofuiectivity into networks for one user 
requites 64,000 bits per second. 
Proprietary Something that is controlled by 
one company. Public domain standards 
arc non-proprietary. All standards that 
emerge from the IETF are non- 
^ I proprietary. 

Scndccf Useful things which arc done over 
an IP network. 

Unix The computeroperating system which 
is the foundation of the Internet. 
Worldwide web Probably the most important 
aervkc on the Internet today. 

Notes 

[We are grateful to Rajappa Iyer, Geetanjali 
Sampemane, Kirit Parikh, Ajit Ranade, Susan 
Tbonws and Athish Chauhan for commciils and 
Hggealions.] 

1 Udng copper cable, transattaniic telephone 
calli Uicd to cost around S 2-44 per minute. 
Ufing fibre cables, in 1996, the cost had dropped 
toarmmdSO.Ol per minute. This 2S0-fold cost 
reduction is ty^cal of the impact of fibre 
optics upon costs of communfcatton 

2 lliere would he a need to ensure that 
monopolies do not develop in the ISP business. 
This r^d be achieved using rules such as ‘no 
more than 10 per cent of the total bandwidth 
of IndiaNETcan be eontneted to any one ISP’. 

3 SuchUyeredsotulionsiRavaiiableieadyiiiide 
today, and are the recommended approach for 
bnildiiig high-speed IP networks. At the same 
lime, corporate clients wishing to huy 
bmdwidifa directly from IndiaNBT will be 
able to acceu the raw ATM network links and 
thus bnild sopbisiicated private faciliiiea like 
teal-tame vidm and other Wormatioa channels 
Bstiu feainiea that a pure IP network would 
not be able to provide. 

ATM network links work on top of 
underlying electrical signal-level ptoi^ls 
whicb provide the raw cw m cciivity ftmpoiw- 
to-poi^. These loo are being standmdised in 
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a vendor-neotnl manner by gtobal bodiaa, to 
prevent users beuig locked hitooiie preprietify 
solution. These standards for low-level 
cormectivity are SONET and SDH. They are 
field-piovcn technologies, used by telecom 
compenies worldwide, and canprovide mulii- 
gigaoit data ratea on a aingle fiber optic link. 

Tosummariie, IndiaNETshould implemeM 
a low-level raw backbone uaing SONET or 
SDH Mclinolo^, on of whirt the ATM 
protocol sboow be im^mented. The final 
service that IndiaNET should provide its 
customen should be ATM links betsveen 
locations. The customers can then iinpleiiieiit 
IP networks on top of the ATM linl% using 
readily available layered solutions. 

4 One oflhe ATM speed standards is 622 Mbits/ 
sec; pethap that speed could be considered 
as the minimum bandwidth for links between 
metros. Forafraffleofreferenoe, weinaynote 
that the cormectivity that exiits acion the 
Atlantic and Pacific oceans as of today is 
around SOiOOOMb/s [Ctimcms 1997al anund 
100 timei larger than what it proposed here 
between Bondwy and Delhi. 

5 Bandwidth of 2156 kb/iec are likely to be 
iufficient here, if it is one link, but more links 
might be preferable for fault tolemice. 

6 This would be very appropriate for non¬ 
demanding corporate cusiomeri who wish to 


use only facilities provided by Intmiet 
protocol, and for ISn who do not wlah to 
i mp l wnwit ATM K chnolpgy thc m a el vcs. AD 
sura IP cuMmen ihoold w given acoem to 
the four TCMP lervloei Umed above, i e, 
WWW cichelng, NNTP feeds, SMTP 
forwarding, and DNS fadliiiet, u part of dw 
pricing for the baiic IP coqnectivhy. This 
wooUciKourage customera to use (he comnwii 
KTvices mfra a tnict ur B, and thus maxiiniM Its 
utihsatian and utefiilness, ItMeadof replicating 
these services on smaller scales thenaelvet. 
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The Rural Development Office (RDO) of the UK Department 
for International Development (DFID) is seeking a Gender and 
Equity Specialist to work on a one-year (renewable) contract 
from January 1998. 

Reporting to the RDO’s Social Development Adviser, the Specialist 
will provide advice and support to RDO staff, project partners 
and other stakeholders to assist in promoting the interests of poor 
women and men within DFID-funded rural development and 
forestry projects. 

The successful candidate will have at least 5 years experience 
in rural development and/or forestry programmes, including 
substantial field-ba.sed experience, proven skills in gender analysis 
and gender planning in rural development/forestry programmes, 
skills in participatory planning, proven team-working ability, 
excellent communication and report-writing skills, and ability to 
negotiate with officials at 'a senior level. Training skills and 
previous experience of working within a donor organisation 
would be an advantage. The post holder will be expected to 
manage her/his own workload and administration and to travel 
extensively within India. An attractive salary will be offered to 
the successful candidate. 

Suitably qualified and experienced persons are invited to send 
a curriculum vitae and short covering letter to DFID Rural 
Development Office, B2/J6 Vasant Vihar, New Delhi !10057, 
tel, OH-614-3477 or fax 011-614-4028, Further details of the 
position are available on request and will be sent to all fqjplicants. 

Closing date for applications: 30 November 1997 

I DFID is an equal opportunities employer and welcomes 

^ applications from all suitably qualified women and men. ^ 
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Marathi Literature since Independence 

Sk>me Pleasures and Displeasures 

G P Dctfapaiide 

The literary history project in Marathi has remained unmindful of the polarities, internal contradictions and 
tensions which seem to have dominated bath the literary discourse and literary production in Marathi since the 
13th century. Romantic reconstruction of India, uncritically appropriated and internalised by our anti-imperialist 
elite, has marked and also marred the project of literary history of our country. The history of post-war Marathi 
writing begins with a watershed in Maharashtrian cultural history, beginning with anti-brahmin riots following 
M K Gandhi's assassination and ending with Second Five-Year Plan of Nehruvian social welfare-oriented 
capitalism. It signified a movement towards urbanisation, the full implications of which did not become apparent 
for a good decade after this period. 
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THE history of Marathi Literature has al ways 
been marked by the polarities, internal 
contiadictions and tensions which seem to 
have dominated both the literary discourse 
and literary production in Marathi since the 
13th century, if not earlier. Romantic 
reconstruction of India, partly a gift of 
German and partly of British romanticism, 
rather uncritically appropriated and 
internalised by our anti-imperialist elite has 
marked and also marred the project of literary 
history in our country. This would be true 
of several language.s and literary traditions 
of India. This romanticism cithw failed to 
notice the contradictions and polarities or 
rejected their existence out of hand. The 
movement away from the Mahanubhavas to 
the Bhakti poets in the 13th century or the 
polar opposition between the Pandit poet£ 
and the Bhakti poets (Pant Kavi and the Sant 
Kavi) was for a large measure forgotten in 
the literary history projects. Performing 
traditions like the Kirtan (which was. for all 
practical purposes, a one-man show) did try 
to establish a dialectical unity between the 
two. That's why a Moropanti arya and an 
obhangaofTukaramcouldcoexistthere. But 
it was a dialectica) unity. uni ty of the opposites. 

The literary history project in Marathi has 
remained unmindful of these opposites - 
they have rarely, if at all, been discussed. 
When one looks at post-independence, or 
perhaps mote accurately post-second world 
war literature, one will have to explore the 
question of polarities. To begin with, one 
will have to examine what happened to the 
Iradiiional/historical polarities. Further, one 
will have to examine which new polarities 
took tiieir place, if they did. Quite often 
literery histories reflect Ihecieative processes 
at work. No less often, however, th^ distort 
the vety same processes in the name of 
describing them. Maradii literary history has 
been witness to the tamequiieoften. Perluips 
mote to in the last SO yean than the earlier 
yean of the British rule. ‘Literary histoiy’, 
like the novel, is a product of tlw colonial 


period; paradoxically, therefore, a function 
of modernity introduced by imperialism as 
well as that of anti-imperialism. A typical 
example would be V K Rajwade's (1863- 
1926) attack on Bhakti poets, and his 
contemporary V N Jog’s defence of them. 
This whole debatecaimot be fully understood 
v/ithout reference to what the nationalist 
were trying to make of their own history and 
why. It was orientalism at work. 

TTie history of post-war Marathi writing 
begins with a water-shed in Maharashtrian 
cultural history. However, this watershed is 
neither the end of the second world war nor 
the advent of freedom in l947;itistheperiod 
beginning with or a little before the anti- 
brahmin riots of 1948 following the 
assassination of M K Gandhi on January .30 
of that year and ending with the Second 
Five-Year Plan, ahigh watermark of Nehru¬ 
vian social-welfare-orientedcapitalism. This 
period of roughly a decadc-and-a-half was 
marked by several interesting features. The 
most interesting, however, was the general 
decline of what we call the in common par¬ 
lance lower middle class. It nearly disappe¬ 
ared. It signified a movement towards urbam- 
sation. the full implications of which did not 
become apparent for a good decade after this 
period. Butthey wcrcthete.and werefelt and 
quite often anticipated by writers and poets. 

The ‘Bombay Capital' has been an 
institution for over a century. But the 
Maharashtrian masses, or the middle classes 
even of the city of Mumbai, did not have 
much to do with it. Prc-1943 wnting has 
been remarkably oblivions of the processes 
of industrialisation and the emergence of 
classes. Towards the end of the 19th century 
Keshavsut wrote a poem on Mazoor (the 
worker), the first poem on the working class 
in any Indian language. This, however, is 
more of an exception and would speak of 
Krantadarskitva (transcendental vision) of 
a poet. With the end of me second world 
war the picture changes rajudly. 

The assassination ofGandhi andthe subse¬ 
quent rugs also contributed to the uihanisatian 
of a certain section of the Maharashtrian 


society. t refer here to the riots and considera¬ 
ble migration of the brahmins to the big 
cities. This development has had an impact 
on the role and psychology of the brahniins. 
It changed their concerns. No less signifi¬ 
cantly, it severed tharconnection with vfllagn 
and brought almost to an end absentee- 
landlordism of the brahmins (especially in 
western and northern Mahara^tre) and 
turned them into pure professionals, a city- 
bred community. Five yeasr plaru and the 
controlled and protected economic etnerprise 
that they envisaged and encouraged created 
new opportunities the Bhadra Loks of 
Maharashtra. (The Marathi word for Bhadra 
Lok would be Pandhar Pestu). Within ■ 
decade or two of indcpeiKlcnce they were 
on the threshold of prosperity, the prosperity 
of a petit-bourgeois professional. 

All this set the tone of new writing. The 
prosperity went with what we might describe 
as the loss of hinterland. If in Bengal the 
partition of India was responsible for this 
loss, in Maharashtra li e disturbances which 
followed the assassination of Gandhi 
propelled that development. The new poetry, 
fiction and theatre were now almost 
exclusively 'urban'. It was not concentrated 
in one city, but ‘the city' now was the focus. 
Mardhekar in poetry (with his JCohee HTtnaraX 
Gangadhar Gadgil and Arvind Gokhale in 
their fiction and, later, Vijay Tendulkar in 
his plays (I refer here to the pn-Shantata 
Court Chalu Ahe Tendulkar, more 
specifically the Tendulkar of Shreemant and 
other plays) - all writers marked this new 
'urban' sensibility. It is a fairly long period 
that I am talking about. Begiruung rougUy 
with 1945-48 to about the end of the 1930a. 
Modernity and modem discourse had finaUy 
arrived in Maharashtra. It was a late arrival, 
but unmistakable. 

Consequently, there was the modendai 
versus arui-modeniistdebate loo, vety nuGl 
like the interwar debate in Continental 
Europe. Sharatchandra Muktibodh. the 
romantic Marxist in his poetry and fictian> 
PSRege,thec)atsiciste]qi)oriiigllKSairilEilt 
tradition and the laitguage itself, and D IT 
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Bedekar, the Muxist critic took their Uand 
against (his ‘modernity'.They did so lepera' 
tely but unambiguously. More correctly put, 
they posed theirowa modemitie.'i against the 
Mumbai-based or Mumbai-oriented 
modernity. Bedekar's position came fairly 
close to Lukacs’ but it was not a mere echo. 
Bedekar was himself wcli-vcrsed in the 
classical Sanskrit tradition. He bad opened 
the battle against the traditionalists with his 
attack on the doctrine of Rasa (Rasa 
Siddhmia) on the one hand, and on the 
other, against the Mardhekarian modernity. 
P S Rege represents a solitary posi tion which 
is difficult to define or to discribe. He seems 
to return to classicism in his poetry and 
criticism. He also seems to get so involved 
in the music of language that his position 
could be best summarised in the words of 
Peter Ackroyd I written in a different context 
many years alter Rege's best poetry): 
the emergence of LANGUACEosthecontent 
of literature... has already dctciniined...the 
death of Man as he finds himself and in the 
ides of subjectivity.' 

Elsewhere Ackroyd says quoting Lacan's 
dictum approvingly: 

1 identify myself in language, but only by 
losing myself in it like an object...Language 
speaks us.- 

1 am aware that Ackroyd is speaking post- 
structuralist language. Rcge was far removed 
from it. Bui his search foramodem/classicist 
dktkmseenutotakchimininanyofhis poems 
to a situation of a Marathi-speaking Lacan! 

Mardhekar anticipates the barrenness of 
the metropolitan life. One has to say 
‘anticipates'. because it was already a reality 
but not recognised as such. His attempts to 
describeametropolitan life were, ina manner 
of speaking, describing present as future or 
future as present. The early, rather hostile, 
reception that he got had something to do 
with his angst being confused with calculated 
shock treatment ofdownright vulgarity and 
obscenity. I He was even taken to court!) 
This happened largely because the urban 
Maharashtrian mind was stiti thinking in 
terms of past as present and was incapable, 
(in the early 19S0s) of thinking in terms of 
future as present. 

This might explain the popularity of P L 
Deshpande, the pcrformer-humouri.st- 
playwright. Nostalgia was a need of a society 
which was forced to leave its villages behind. 
But that was not the only migration. From 
the dingy chawls of south Mumbai, the new 
urbanite had moved to the self-contained 
apartment houses of north Mumbai. He could 
not any longer live in Girgaum (south 
Mumbai) tw in the Peths (Pune) or in Mahal 
and Itwari (Nagpur). But belonged for those 
areas or at least thought he did. PL Deshpande 
cicaied a character which epitomised this 
nostalgia. Amirrorimage of the disappearing 
world was the Marathi aristocracy of the 


former princely states (under Maratha tilling 
families) of north India. He wrote a play 
about an old man from Indore and transposed 
him with an austere Gandhian (the upper- 
caste Maharashtrian elite does not gently 
like or relate to Gandhi). He thus combined 
a nostalgic love with a nostalgic disdain in 
TuzeAhe Tuipashi,ap\ay which made waves 
in the latter half of the 19S0s. Outside 
Maharashtra it wa.s at best an interesting 
play. Within Maharashtra, however, it was 
a grand nostalgic game making the right kJ od 
of concessions to upper middie-class procll- 
viiies. It thus became, without PL Deshpande 
quite meaning it, a political statement. It is 
difficult to say, therefore, what worked in 
that play, its delightful humour or its not- 
so-subtlc politics. But it certainly worked. 
And in theatre that is what matiers. 

Perhaps it is the smallm:.ss of a self- 
contained apartment and the degenerate 
character of our metropolises which is 
responsible for the decline of the novel in 
the immediate post-independence years. 
Gokhalc exclusively wrote short fiction. 
Gadgil'slattcr-dayanempuatwriiinganovel 
were not particularly successful. It is really 
drama and poetry which dominate Maiatbi 
writing. The novel requires a large canvass. 
Our upper-caite middle class writers were 
incapable of recovering the sky they had 
lost. It is only in the [960s and the 1970s, 
when other sections of society make their 
presence felt in literature, that one finds the 
beginningsoragenumely post-independence 
novel. Marathi fModuced the first novel in 
India in the 19th century. It ai.so produced 
the first dalit novel in India in the 20th. But 
that IS something wc shall come to a little 
later. Of the period that we are currently 
discussing one must refer to Sharatchandra 
Muktibodh and his trilogy of Kxhipru, Sarhad 
and Jan He Walain Jetlic, which provides 
us with an example of what the novel is and 
should be. It was possible for him to do that 
perhaps because he was writing from a semi- 
urban penpccti ve and had as his canvass the 
nationalist and the Icflisi movements. Novel 
is an ambitious form and that ambition is 
and has to be socio-historical. In my view, 
during the long period of a quarter of a cen- 
hiry.from 1945to ]970no novel can claim the 
br^th of vision and the depth of under¬ 
standing that his trilogy demonstrated. 
Mardhekar's novels, or Iyer Vasant 
Kanctkaf'inovds.areanegadvcexample of the 
same. In shorL they ore not ambhiout enough. 

U 

Drama in the meamvhile was adjusting 
itself to new realities and new economics. 
ARer P L Deshpande wc should refer to V 
V Shirwadkar and Vasant Kaiietkar os the 
two significant names on the theatre scene. 
One obvious consequence of new 
developmeiHi was the intrusion of market 


and market viduet in OUT terns. A is BQ use 
lamenting llteA’ilikelanMiitlBBteanlval 
ofrailvin4rs.TheKtwoplaywri^rBq»nded 
to the maricet faster than any one else did. 
Even there Vasant Kaaeikar Is more 
important. He created a new genre of plays 
distinguished by a form all of their own. 
From the late /aywant Mvi to young 
Prashant Daivi (two Dalvis are no telaiion 
of each other) all succeisAd commercial 
play Wrights are indebted to Vasant Kanetkar 
inasmuch as he created the form; oiJien only 
added new narratives or concerns. But 
formwtse they have not outclooe, outshown 
or outgrown Kanetkar. Kanetkar created a 
new kind of play - a typical drawing-room 
comedy and tragedy which demonstrated 
that all problems and concerns of society can 
be made a middle class preoccupation and 
in the process subject to middle-class (and 
upper-caste) hegemony. Kanetkar has written 
close to 40 plays. An older play like 
Raigadala Jewha Jag Yete (‘Whm Raigad 
Comes Alive’, a play on Shivaji) or any of 
his recent plays have used that form with 
more or less success. But his imprint is 
unmistakable when one looks at any other 
play of our often euphemistically called 
mainstream theatre. Kanetkar prescribed the 
proportions of humour, philosophy, tears, 
general optimism and affordable pessimi.sro. 

I do nut mean this pejoratively at all because 
I do think that no history of Marathi theatre 
would be complete without the successes of 
Kanetkar. He created the text: the others 
have been echoing aiul re-echoing it with 
varying degrees of success. Shirwadkar 
would be another less successful example. 
His Naiasainrai, an adaptation of King Lear 
(although many would legitimately question 
that description), was a phenomerial success 
too. The post-independence mainstream 
Marathi theai,re can be summed up by 
Raigad.,. and Naiasamrat - inctdenlally. 
both plays talk of personalities who were and 
had to te larger than life facing a typical 
family problem which a father in a well-to- 
do family living in the north-western suburb 
of Mumbai might face. They played on nostal¬ 
gia, a rather falie sense of history, heroes 
the new society does not need (Kanetkar's 
play on Dhondo Keshav Karve are good 
examples of that) and the ambiance which 
these societies have long left behind but need 
to admire from a safe distance. These plays 
wereinapeculiar way completely a-hiitad(^ 
if not anti-historical. In fact, a certain a- 
historicity was a conditkin of iheit succcs.s. 
Kanetkar’s importance lies in the fact that 
he was the first to have reco pm ed It a n d t rea ted 
a form, Ibereby letting Into motiofl a process 
of imitation which survives even in a highly 
succcssAil play on Gandhi by a much younger 
writer which went on stage in 1995. 

While all this was happcaiiig Tendulkar 
wu lotdcing for adiniereQt Atrm and cofrtent. 


R 
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ddBi<tfy,TBnduBwl>lhe(mlyp|«ywrigfcl 
10 can miitch Kanetkar in termi of output, 
not popularity. He created a new fbtm. 
til ShaiMta Court Chain Aht, the fint 
mlM play to have been tranilated in so 
my languages, he had, so to speak, found 
voice. He created a new language. His 
ilogue was crisper, more modem, dry, 
nost to the degree of being unemotional. 
' plays speak of civilisation and its 
conimits, to borrow Freud’s expression, 
urban playwright for urban audiences, 
he first bourgeois playwitght of Marathi 
uid be an accurate description of 
ndulkar. At times he is nihilist, at times 
Kistic if you assumed that there was a 
Mtion about God of social change. He put 
lence and degeneration of the ruling elite 
centre>stage (Ghasiram Koiwal), 
tiething Marathi audiences were not used 
He is also clever. He provided enough 
:ape routes for his reader/spectator so that 
:ou(d take hi s - Tcndulk ar‘s - cornmentary 
rays as the description of the “other”. The 
rathi audienc&s woke rather late to 
idutk v’s craft and his ideological nimble- 
itedness. (Let me repeat that I do use these 
egories purely as descriptive categories. 
sy cannot be pejorative because I do not 
rstion the integrity of his positions. If at 
it is a comment on what his play are 
lut. They work, they arc important, 
lerwiie one would not be talking about 
m!) Once the newly prosperous middle 
ises saw and undmtood the nimble- 
redness, initial resistance to Tendulkar 
appeared. Nobody has any doubt now 
. Ghashiram Kotwal is and always was 
'leatFB-event. Its receptioii in western 
ope and the US made resistance to 
idulkar a thing of the past. 

.ui then this might explain why theatre 
n event in Maharashtra and Tendulkar 
wed that it could be one. fn the pre-war 
rs an actor. Bal Gandharva, had shown 
.. In the post-war years playwright 
idulkar (with his Ghashiram Kotwal and 
> Shantaia... and Sakharam Binder) 
nonstrated the same. Earlier, the post-war 
vwrighting was successful and right 
auscil played within the an^t of amiddle- 
s (upper-caste) ideology and its mores, 
it Tendulkar the modem play starts 
ining almost provocatively, but 
earingly that ideology, rather, the end of 
liogy. Tendulkar is the playwrighi of the 
of ideology although many ideologues 
rarioiu hues and colours take him to be 
r possible fellow-traveller! Another 
lence of how clever a playwright he 
^s to be. 

etidulkar’s other contribution is that he 
the new play of the 1970s pouible. 
0|>ened the gates of modernity which 
Mlkar, lUiirwadkar or the late Jayavant 
vi could never have opened. In a sense 


acynicalceMntlanofanwchyatidhopeieu 
violenoe or of the body tfut one sees in 
Elkimchwir or the Mack humour of Alekar 
would not have been possible without him. 
Elkunchwar, Alekar and G P Deshpande 
whorepretentvety different kindsof writing 
take the tiyst with modernity a few steps 
further. Ahbough Elkunchwar has, of late, 
been writing plays good deal closer to 
mainstream theatre and seems uncertain of 
the future, he could still be a legitimae part 
of the troika which has taken theatre language 
and sensibility in Marathi a few remarkable 
steps ahead. Deshpande with his brand of 
political discussion play, Alekar with his 
humour and his near celMtration of the death 
of the lower middle-class and its world of 
ideas and Elkunchwar with his exploration 
of primal urges and instincts of man (I refer 
here to his early plays), broke new ground 
in Marathi playwrighiing. (These writers, 
one must add, were partly anticipated by 
writeis like the late Nana Jog.) Shafaat Khan, 
Phansalkar. Makarand Sathe and Rajiv Naik 
would be the most si gnificant younger writers 
who are raising new questions and more than 
anything else are questioning the legitimising 
grounds and hegemonist ideologies of urban 
Marathi society. 

It would not be an exaggeration to say that 
Marathi play-wrighting is more than alive. 
If 'modern' theatre it an uiban art par 
excellence, which indeed it is, the old and 
young of the contemporary Marathi theatre 
continue to demonstrate it. One might also 
add that not only has the language of theatre 
changed but also the theatre of language. In 
other words the Marathi of theatre has 
changed, but so also Marathi has changed 
because of theatre; although our critics are 
not generous enough to recognise this.drama 
appears to move away from literature only 
to return to it with new verbal skills aixi a 
new sensibility. 

m 

Kanetkar and Shirwadkar achieved 
(or (lid not achieve, as some people might 
say) S N Pendse and G N Dandekar did in 
the no vel. The (wo novelisu were introduced 
by Mauj Prakashan (Mauj and Popular 
Publications have been two most influential 
and prestigious publication-houses of 
Mumbai). G N Dandekar, the more popular 
of the two, played upon the nostalgia and 
false sense of history of the middle classes 
in the manner of Kanetkar. If Kanetkar gave 
usa new avatar of a well-made play, Dandekar 
gave us a well-made novel, if one could use 
such an expression. Pendse was more the 
serious and infinitely better writer. Both of 
them were strong on narrative skills, both 
of them knew thid they were talking of a 
world wWch is gone by. Pendse harked back 
to Konkan, its complex caste-siiuctuie and 
more paiticulariy to its feudal agrarian 


relMionA lOMaod lOwd weniteiMdiulte 
around winch the viU^ afrfcuitiiR and 
human relations wenbuiJtPemlierecreated 
the Konkan village. 

Vyankatesh Madgulkar recreated the 
village of the Deccan plateau. His was a 
sympathetic Mid at times superb pres e ntation 
of the complexities snd sim^idtiesof vitlgge 
life. Madgulkar's Bangarwadi, set in the war 
period, has been, and stilt remains the best 
and the most authentic account of a society 
which ‘modernity’ was turning into a non¬ 
society. Dandekar does not go beyond nostal¬ 
gia; Pendse does. But neither of them can 
quite achieve the hi storicity thM great writing 
quite often does. Madgulkar achieves that 
in Bangarwadi, It's anoveUa of a village as 
al so of history. It talks of a forced and devas¬ 
tating change. We have referred to Mukti- 
bodh' s trilogy above but AongorHodibelaags 
to the lUSOs. In a sense, therefore, Bangor- 
wadi marks the beginning of new fiction. 

Bangarwadi is about the disappearing 
village, disappearing in the sense of 
disappearing species. It tells that little tragic 
story, a story of lonely farewell. But no less 
important is the fact that in Madgulkar’s 
fiction there isa certain retrieval of language. 
This retrieval was possible because 
Madgulkar spoke of a culture that was betng 
annihilated, rather than of dying culture. 
Madgulkar's fiction brought many words 
the into literary language. Mudgulkar's ear 
for words and his word-based hisiorical 
memory would always be remembered. In 
my view that made the later dalii 
experimentation with words and language 
possible. All words were not literature. But 
all literature is words. DifTeient words with 
different histories and difTcrent music. Not 
many might agree with me. But Madgulkar 
made Nanide< Dhasal possible. I say Dhasal 
because he is a poet whose use of words 
unfamiliar to the urban ears has been 
celebrated. But that was also tnic of Bhau 
Padhyc. More than Pendse. Madgulkar 
bei.'anKafofcetn Marathi prose snd fktioo. 
A rare author of iwe power. He made the 
fiction-writers and readers aware of the 
polarities of vocabulary in Marathi, a trend 
which got later reflect^ in the wntiiigi of 
Dhasal. Daya Pawar and the like on the one 
hand and Bhau Padhye and Aiun KoMrar 
on the other. I do not mean to suggest that 
these writers are influenced or are even 
remotely related to Madgulkar. What one is 
arguing about is somedung more basic and 
periiaps larger than “being related”. Tbcre 
are vocabulary-polarities in Maradii - diare 
have always been (from the vocttbulaiy 
polarities between the Sant and the PtaM 
kavis, to those between Bhau Padhye Hid 
Pendse in modern fiction and ao on). 
Vyuikaiesli Madgulkar reems to me the Aral 
major writer to have conackmaly played 
upon these vocabulary-potarldeB. LaMg 


mi 
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Padhye and Dhasal could do the same. It is 
a question of opening of cettain gates. 
Madgulkar did that. 

In a signiricant way Bhau Padhye exploted 
thelifeofaciassof ‘urban’ population which 
was marginalised by the very nature of 
Mumbai’.s character. His rather episodic 
novel Veuimaka created quite a stir at that 
time. Padhye in his notion seemed to be 
talking of the people nobody had quite seen 
or heard before. Apartment living does not 
permit to do so. Pa^yc let these people into 
the uppermiddle-class living rooms. Marathi 
fictions, Indian fiction for that matter, has 
not known anythinglike Vastataka. But more 
than that the upper-middle-classes had never 
known the people Padhye seemed to be 
talking of. From vocabulary polarities, he 
moved on to the rather disturbing exposure 
social polarities. That exposure was 
frightening, disgusting. The well-to-do felt 
that these were and were not real people. 
Were they the modem 'Martians’? 

In a sense they were. For the well-to-do 
of this planet of closed apartment doors, 
Bhau Padhye's people were an intrusion or 
at be.st an entertainment. Padhye probably 
knew or understood this “entettainment" 
escape. He constructed each episode of 
Vasunaka in a way that no escape was really 
pouible. The wry, crisp humour, almost 
cruel and(at the same timelplayrul portrayal 
of man-woman relations on the periphery of 
the habitatofthe well-to-do, wereall intended 
to disturb. And they did - the 'Martians’ 
have no direct relationship with the life on 
e«th. By the lime you i^c some comfort 
inchat, Varunnka throws yetanothersurprise 
at you. Writers like Padhye preach a new 
radicalism without meaning it or perhaps 
making fun of radicalism. A sta^ non- 
existential reality is presented as existential 
but callous part ofthe readers'own existence. 

Kosla by Bhalchandia Nemade, which 
was also landmark in modem Marathi ftedon, 
did several things in one stroke, it is a novel 
of the migration that I talked about in my 
introductory remarks. The difTercncc is that 
it is a novel of migration as an experience, 
a movement as life, the be-all and end-all 
of this new semi-utban person. Moving from 
a small town to the city of Pune, he leaves 
behind the world he does not comprehend 
and enters a world which be comprehends 
no better. The Mahanubhava cult which 
flourished from the 12tb to I6tb cenuiries 
most be the only cult in India which treats 
:vety avatar as the God in itself. They are 
not Afferent avataras of the same Godhead 
as in the other papular Hindu tradition. The 
Mahanubhavas think differently. In a way, 
for them each avatara is a complete Avine 
txistence. So is the time of the avataras. The 
rompleteness of the avatara there makes the 
rontinuous time an unnecessary category. In 
much the some manner kToi/n plays upon the 


continuous and the non-continuous in the 
experiential world of the protagonist. It is 
not for no reason that Nemade uses a quotation 
from Chakradhara (the great Mahanubhava 
gurulasalrontispieoe. Healsousesallbetaa 
proverb about light and darkness. These 
details are signiFicant because there is a 
certain semiotics of time inherent in a play 
like Uddkwasta DharmashaUt or a novd 
like Kosla, two totally di ffetent and unrelated 
works. This semiotics can be summarised in 
the words of the French thinker Simone 
Weit. Fbr Weil, time was the “Separation 
between what I am and what I want to be”. 
The law of time, “the law according to which 
work (karma in Indian parlance) is the only 
means of passing from project to accom¬ 
plishment"'' with the difference, (hough, (hat 
there might not be any accomplishment in 
iheend. Many people have read existemialist 
or Cannusian meanings in Kosla. But they 
arc probably wrong. Kosla is a deeply 
metaphysical and very Indian exercise at 
establishing its own law of time. 

A similar but far more western (to the 
extent that the west is understood as the 
spatial expression of mrxiernity) effort at 
expressing Ac law of work and time is to 
be seen in Kiran Nagarkar's novel Seven 
Sixes are Fortyihree. These (wo novels, 
seperated from each other by about two 
decades, span the history of post-indepen¬ 
dence Marathi novel. One sp^s of move¬ 
ment to(andtime in) the city.tbeolhcr speaks 
of movement (and time) in the city. In both 
cases the results are darkness and missed 
ariAmctk very much like missed chances. 

Thus the new society created by planning 
and middle class prosperity was in turn 
creating a new consciousness in the urban 
centres represented also in the nclion of 
Vilas Sarang. Gauri Deshpande and other 
"modernists". At the same time, the 
countryside was changing too. The new rural 
society was leftecied in the fiction of authors 
like Anand Yadav. But its full scope was 
seat in Ranganath Pathare’s work. Pathare 
is easily the most significant writer from the 
Deccan plateau. I use the geographic 
expression advisedly. There has lately been 
a split in Maharashtrian literary 
consciousness. It is divided mote in terms 
of the Mund»i-Pune bdt on the one hand 
and the rest of Maharashtra on the other. 
Pathare belongs to the “rest”, put is what 
I mean when I call him the writer of the 
plateau. He documents a world which is no 
less rapidly changing. The change has a 
political character. It also has aclass character. 

It is not purely or even predominantly gramin 
(the rural) as popular writers like Anand 
Yadav would have us believe. It is rather 
the urbanisation of rural consciousness, 
devastation of ruial reality and, above all, 
the interpenetration of modernity and pic- 
modemity that dominate Pathare’i fiction. 


It amells of weatem Matwraihtni villagea. 
But it also familiarises you with the stiidt 
of the noveou ricAe life th^ It is not gromlii. 
It is modern. 

We have so far not referred to the aboit- 
stoty.TOBeachcroftcallsshon-story writing 
“the modest an”. In Marathi, it hai been 
worse than modest. After the early 
practitioners referred to above, there are 
really no signifkam names to add to the list 
T O Beachcroft bad the following to say 
about the “the modest art”: 

A short story may take only a few minuus 
to read, it may be written in obtrusive prose. 
Yet in (hose few minutes it may enter into 
the reader's mind, in a way which will never 
be forgrxten. Plainly It must go deep to do 
Ais. it is not n trick. It is an encounter 
between two people - a passage of truA 
from one mind to another. This ia Ac nature 
of (he modest art.* 

It would be difTicult to name writers (after 
Gokhale that is) who really understood the 
ruture of the modest art. Vijay Tendulkar 
who wrote some brilliant shM strrries was 
one such writer. One should also add the 
tumes of Sarang, Dnyaneshwar Nadkanii 
and S D Panwalkar to the list However, the 
fact remains that the short story has been 
worse than modest in MaraAt. Beachcroft 
used the word ’modest' in comparison A the 
novel. InMaraAi the stale of the art has been 
pathetic. A literal deluge which engulfs the 
MaraAi scene at the time of the Diwali 
festival through the special numbers of 
various magazines is evidence enough of the 
fall of the short story. This has led critics 
like Nemade to question if short story is art 
at all. modest or otherwise! 

The ‘rural’ fiction is no less responsible 
for Ais fall. Writen like PaAare and Uddhav 
Shelkehave been theexceptions. Anna Bhau 
Sathye, Shankrrao Khaiat and Shankar Patil 
kept Ac flag flying. Others slipped into 
anecdotes, conventional and highly unreal 
presentation of the village and some othen 
into pure titilaiion. There is a rare story, like 
the one by Sakha Kalal. wherein a kind of 
homo-eroticism is very ably portrayed. 
(There is one by Sarang although it is set 
in urban setting.) But that is about all. The 
gramin katha (the rural story) is on its 
deathbed, if not actually dead. Anand Yadav's 
Colavala (friends and relatives, the title of 
his early book used here in senses more than 
one!) is on the decline. Hopefully sotneooe 
will revive it once again. 

Finally, one should mention G A Kulkarni. 
on icon of the upper middle<lasses. His 
stories, rather long, j^ay wi A colours. Almost 
ail of them are set in north Karnataka. It is 
diflkuii to place Ait author. At teait I am 
at a toss. He is an author of undoubted power. 
The only colour that I see in his letnarkable 
tragic vision is Mack; not even the darkneu 
of Tibetan Buddhism that Nemade is talking 
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XML It U Mack, Mack and Mack. Hit i$ 
lio a myttk viikm. He conws acrou to me 
I a remarkably humourless narrator, rather, 
n and-humour narrator who does not acfanli 
f any white. No cheer for G A KuJkami 
Ki his fiction. One may call him a mystical 
esnmist. He was a writer (he died a few 
ears ago) of unmistakaMc power but really 
o conscious world-view, not even a 
^fkaesque one. His was a land of the 
nfcnown, the mystic, the dark and the 
issimistic. Conserjuently. he became very 
spetitive and, at times, exasperating. 

IV 

The Marathi poetry scene is not as 
isappointing as the scene of the modest art 
Marathi. Matdhekar, Regc and Vinda 
anindikar were succeeded by poets like 
adanand Rcge, Dilip Chitre. Grace, 
hanolkar, Ncmade, Arun Kclatkar and 
hers. Mid-19S0s to mid-1970s was a period 
' little magazines. Contribution of little 
tagazines like Aso, Vneha made many a 
■-w voice heard. These poets were radically 
fferent from their predecessors of the i nter- 
an years. They retrieved the Marathi word 
hen it almost looked as if it had no future 
olatkar and Nemade are the significant 
lines of the period, although I shall add 
itt that the liwlitional criticism in Marathi 
u been more enthusiastic about Chitre. No 
let after Mardhekar and P S Rcge has been 
. much di scussed and talked about as Chitre 
's been. He is an important poet. But 
olatkar and Ncmade appear to me more 
’.niflcani inasmuch as they fashioned, more 
an anyone else, a new language and diction 
' Mar^i poetry, Nemade made almost an 
eological fetish out of it in terms of his 
uiwiJotnativism). An overstated and semi- 
ientifle (if at all) argument that he has 
shinned for his nativistic position makes 
-ly partial sense. Be that as it may. there 
little doubt that this threesome gave a new 
■se of life to the Marathi poetic diction, 
olaikar appeals to you at various levels, 
s word-sense simply bowls you over. In 
olatkar and Nemade, 700 years of Marathi 
letry seem to produce an echo which is 
imistakable. 

It all began with Mardhekar and PS Rege. 
letepoeU did iheirjob almost to perfection. 
terltohavsutaiidBaikavi, Marathi poetry 
d been struggling to return home, hi capture 
recreate its own history. With these three 
ss that became possible. It is no accident 
-t one of the most beautiful poems of 
ilalkar relates to the alphabet. It seems to 
back to the roots, to the akshartu (letters) 
mtselves. The poem is almost moving 
cause what the new developmental pattern 
' done or it doing to our languages is 
■treasing and disgusting. Going back to 
ihabet, with or without KolatJcar meaning 
that way, acquires a historical character. 


nolessMiwicalthanaplaylikeTTwij/a/^ 
by Christopher Frid. (I recall tluu play 
bMBuse it captures the subordination of 
Ireland through language.) 

The cdonial experience has always come 
to Marathi poetry as an extension of anti¬ 
colonial rhetoric. Nemade introduces a non- 
colonial (as against post-colonial) language 
in his writing generally without making it 
revivalist. Hit critical position is prone to 
that kind of revivalist interpretation, but his 
poetry is not Namdeo Dhaiul, and Nemade 
(along with KoiMkar) almost celebrate the 
Marathi word. With Kolatkar, Nemade and 
Dhasal the music of Marathi poetry 
changed. Gadamer, the famous German 
hermeneutician, once said of a poem by Paul 
Celan, that “one should not only read this 
poem, one should also listen to it".' That ts 
true of some of PS Rege'spoems. It certainly 
is true of Nemade's poems. The sound of 
the word, the weight ofthe word, the meaning 
of the word, the history of the word, and 
finally, the culture of the word, all come 
alive in Nemade's and Kolatkar's poetry. So 
do they in some of the poems of younger 
poets like Guijar, Tulsi Parab, Chandrakant 
Patil and Manohar Oak. With these poets, 

I recovered my language. I recover^ my 
word and its musk. 

An American critic has said that “Marxism 
never had an easy time of it in this country... 
but this may be its unhappiest hour”.* These 
words would be true also of Maharashtra. 
A part of Che reason why my plays have not 
got the critical response, that they would 
have normally got, I suspect, is that nobody 
really likes the recurrent Marxism in my 
writing. UdtUnvasiDhamuuhala't/a&much 
celebrated. But its celebration in Marathi 
criticism has been no less due to the fact that 
(hat text has been at least partially read as 
an anti-Stalinist text. Even the Marxists read 
the text in these tentis then: the character of 
Saraswaii was read in those terms. This 
detour was made to introduce the left-wing 
poets in Marathi. A poet who is also a 
communist by his own admission and who 
has got a rather reluctant recognition from 
the critical establishment of Marathi has 
been Narayan Surve. One who did not, was 
Sharaichandra Mukiibodh. As far as I know 
Surve never got a Sahitya Akademi award 
for his poetry. Mukiibodh got one for his 
cnticism. He never didforhiscieative writing. 
An open partisanship for communism or 
Marxism makes a poet ora writer of fiction 
or a playwright a persona non grata with 
the Marathi critical establishment. A reluctant 
recognition is what their fate at best would 
be. Surve would be a good example of that.' 
So would Saratchandra Muktibodhbe. Vinda 
Karandikar is the only exception to this and 
that is mainly because Karandikar managed 
a degree of ambivalence in his iiA-wing 
protestations.' 


Even so, it is periiapa necessary lo meiMion 
that there is a group of writers whom 
everybody would des^be as ‘leftist’ and 
notalwaysinan honourableiense. YashwaM 
Manohar has gone out of his way to dwell 
upon the 'religiosity' of Muktibodh in Ms 
book on him. The point is not if he was 
somewhere deeply religious. Itisnotdiffkuit 
to see that it might have been a case. Poets, 
and indeed all creative writen, lead adouUe 
life, a double life which generates lenttons 
which make their creativity possible. 
Manohar may not like this fact. But then he 
has to remember that the alleged hypocrisy 
involved in this may tell you something 
about Muktibodh the person but does not 
quite tell you anything about Muktibodh the 
novelist or critic or poet. But this kind of 
'biographical' criticism or post-mortem, if 
you will, IS the fate of Marxist or suspected 
Marxist writers in Marathi. It was necessary 
to dwell on this just to make the point that 
whatever might happen lo the rest of the 
world, ami-conununism has not died in 
Marathi literary establishment.Communism 
isdead. long live anti-communism! A whole 
generation of poets and writers from Surve 
toSatish Kalsekar are victims ofthat attitude. 
Surve has barely managed to escape the 
shackles of that jtiitude. Whether younger 
poets like Kal.sckar and Nilkanth Kadam 
would be able to it more than one can say. 
(Marathi audiences do not relate easily to 
poets who might see Tukaram in Pablo 
Neruda I). This polarity does not immediaiely 
strike one's eye. Thai's because the left 
movement (like in the social and political 
spheres) is weak in literature. ITie first 
significant seminar on Sharaichandra 
Muktibodh Was organised by the Maraihwada 
Sahitya Parisliad - and all credit to them for 
that - 3 gori three decades after the mm 
died. Nagpur, the city to which he behmged. 
has done precious little about him. in like 
manner, most of the younger writers of this 
stream arc just ignored. A leftwing writer 
can survive mostly in spite of rather thm 
because of the establishment, which is 
certainly not true of the dalii writers whatever 
they might say or argue. 

To return to the general poetry scene the 
re volution which t he little magazi nes brought 
about coiiqtleiel y changed the face oTMaratti 
poetry. New voices and new music woidd 
be a short summary description of thuchange. 
Namdeo Dhasal would be the best exmqtle 
of that in any case we would not have tad 
poets like Vasant Ourjar. Tulsi Panb, 
Manohar Oak and Chandrakant Patil without 
these magazines. The first publicatiQiit of 
these poeu would demonstrate the poiiK tlMl 
I am making. This account would not bo 
complete without reference to Dahake. His 
sense oflangiiage and wontsisnoleuorighMl 
than Dhasal' s. There i s also some wiy fawHtur 
in some of his pe«ty. The ini|nnani ihhp| 
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is that all these poets have finally buried the 
JIasa SiddhaHta (the doctrine of Rasa), the 
celebrated aesthetic doctrine. The respected 
Marxist critic, Bedekar, had argued way 
back in the 1950s that the Rasa SUldhanta 
is a fine museum piece. These poets have 
demonstrated that. No less important is their 
contribution in making the entire post- 
Balkavi (d 1919) and pre-Maidhckar poetry 
of the colonial period aquestionable tradition. 
It was thus not only new words and new 
music. It was also new iconoclasm which 
never bccamca cynical rejection of anything 
and everyth! ng. For one thing, such a rejection 
is never possible. If it is actually pretended 
that it can he done, before long theold grooves 
assert themselves. This clearly has not hap¬ 
pened. Vasant Bapai and Mangesh Padgaokar 
with their debt to the late B B Borkar popu¬ 
larised poetry. These younger poets ques¬ 
tioned this popularisation, its purpose, mean¬ 
ing and. inde^. the relevance of that effort. 

This account would nut be complete if a 
riddleofMarathipoeuy werenotsiatcdbere. 
Increasing fascination for writing in English 
is visible as the British have left. Mardhekar 
and P S Rege did write a poem or two in 
English. With Kolatkar ai^ Chitre it is a 
completely incomprehensible desire. Why 
do they write in English? It is not my case 
that iK^Kidy should write in English. Nor is 
it my argument that there is no such thing 
as Indo-Anglican poetry. The riddle is that 
these gifted poets who have written poetry 
{ almost ofthe world standard in Marathi turn 
suddenly to English. What is the critical 
impulse which drives them out of their 
language? Or is it the case that an illusory 
‘international' recognition that they think 
might come to them is responsible for this? 
Whatever the answer, it is deeply regrettable 
and no less intriguing that a poet of the 
calibre of Kolatkar has to move out of Marathi 
like this. I would have said that of other poets 
too. But tiK best poet and the best example 
should suffice. This is also true (lately) of 
some of our fiction writers. Kiran Nagarkar 
seems to have moved out of Marathi. 
Obviously he hopes to make a greater impact 
with English fiction than he did with Seven 
Sixes Are Fortythree. I doubt it. But then I 
could be wrong. Anyway, why our good and 
competent writers have to move out of the 
Marathi language is a mystery. I wonder if 
this kind of thing has happened in other 
Indian languages. If not, the riddle becomes 
even more difficult to solve. I have found 
no answer, not yet anyway. It does seem to 
me a futile and ihorou^y illusory exercise. 
Maybe it is a post-colonial colonialiiy! 

V 

t 

When it comes to women's writing the 
' polarity that we talked about at the beginning 

■ oflhit essay acquires a new significance. We 

do not see any woman Pant Kavi. But we 
4 see many women Sant Kavis. The 


. caste enthusiasm for Min as againit, shall 
we say, Janabai is also partly a ftuiction of 
the Rajput princess status of Mira as against 
the rather simple and socially lowly 
Natnayochi Jani (Jani of Namdev). After the 
decline of the Bhakti movement, therefore, 
there was no significant woman writer or 
poet in M arathi. The situation starts changing 
after the I92()s, slowly but certainly. 

It is curious and something for which a 
neat explanation cannot be. or has not been, 
given that there are no women dramatists of 
any significance. There have been a couple 
or so plays, by a woman playwright or two. 
But the work is far from signiftcant. It is 
possible that this is no more than a 
coincidence. Muktabai Dikshit’s Jugar 
(Gamble) had created some hopes of more 
meaningful work by her. But that did not 
happen. A few one-acters by Vasudba Patll 
may deserve a mention. But it has been a 
remarkably dry season as far as the women 
playwrights are concerned. In short they 
have drawn a blank. 

This, however, is not the case when it 
comes to flclion. ft began with Vibhavari 
Shinirkar's Bali. It is at least arguable that 
this novel, nearly as important as fiongorwadi 
discussed above, was the first creative 
expression of what exploitation and 
repression Could amount to in a unequal and 
caste-society. Not many dalit writers and 
critics give this novel iisdue. But they should, 
in spile of the fact that the writer happens 
to be an upper-class/caste writer. In many 
waysMalati Bedckarfthewriter’srealname) 
has temained an unacclaimed and unsung 
master of fiction. There were no perceptive 
critics at the time. The net result is that 
Vishram Bedekar (her husband and also an 
author) has been much celebrated, and Malati 
Bedekar has remained a largely ignored name 
in the history of modern Marathi literature. 
To be sure, there is customary reference to 
Bali but there is no effort to place that writing 
in context. Nemade’seriticism is perhaps the 
exception, and has done some justice to a 
few ignored writers. Malati Bedekar 
(Vibhavari Shirurkar) is one of them. 

Subsequent women-writers pose a 
problem, however. A writer like Asha Bage 
lives on the borderland of modernity. An 
author like Sania or Uimila Sirur stands 
almost alone in the crowd of Marathi writers. 
There is a quality of loneliness^thin and 
without to their writing. Both of them are 
practitionen of the modest art; although 
Sania has lately published her first novel 
which can be read with the indulgence due 
to a first novel. There b almost a crowd of 
women-writers ofihort fiction. Sania, Urmila 
Sirurand Vijaya Rajadhyakaha treeasily the 
most outstanding names. Shanta Gokhale’s 
novel Rila VelUutr it a major actrievetnent 
of recent times. 

The much edebrated and translated CJauri 
Deshpande is aboin the only avant-gardist 


Rra- 


writer that we hove. Her kind of modernity 
is not easy to comprehend. Increasingly it 
haa become lepditi ve and exclusive. Avant- 
garde always evokes a distant admiration. 
So does Oauri Deshpande’t writing. It b 
significant that an institution committed to 
social change and socialism from Saiara 
actually otganltedadiscusaion on herwriting. 
I am reasonably certain that Deshpande 
herself must have quite enjoyed the unlikely 
impact that her writing has made. Or perhaps 
not. Avant-Gardism believes in standing 
alone. This may be the reason why so many 
of her stories are set abroad. She always 
gives me an impression that here is an 
European writer writing in Marathi. In any 
case her writing reminds me of Santayana’s 
critique of modernism. It has been 
summarised by American critic Frank 
Lentricchia thus: 

...modernism encourages trivial writing - 

“picturex” rather than ‘‘ilories”. human 

reality as bits and pieces of things eternally 

presenl.' 

Deshpande represents Chat kindof writing. 
Even that would not have mattered except 
for the fact that the same kind of bits and 
pieces seem to surface in her writing, ihrthaps 
it is not their sameness which is the issue. 
It's the tiiedom and also irrelevance of the 
upper-middle-class personal proUems which 
m^es her writing a bit of an exercise in 
make-believe. But then perhaps the world 
is a make-believe. There ought to have been 
a certain post-modernist enthusiasm for her 
writing. There will be. sooner or later. Even 
so she is a significant writer if not for any 
other reason than her portrayal of woman- 
sexuality. These "pictures”, albeit in the 
Santayana's sense, are impressive and 
memorable and definitely new in Marathi 
and indeed, in Indian writing generally. It 
is writers like Sania and Gauri Deshpande 
who make talking of women-writing 
meaningful. But for them we would have 
only an overwhelmingly disappointing and 
exasperating crowd of minor practitioners of 
the narrative an. 

Immediate post-independence years were 
dominated by Indira Sant. Indira Sam's 
poetical imagination was to use Dante's 
famous lines; 

That melody which nwsi doth draw 

The soul unto itself. 

Yet the impact that she made was not 
limited to ‘‘melody”. The drawing of the soul 
unto itself acquir^ different cdoun like the 
patterns of the MemB (incidenialty the title 
of her first really significam collection). But 
it was also extremely moody and tended to 
become inctetsin|lyaoover the years. (There 
is a book of transimiont of hre poems by 
Nisiim Ewkiel Mid Vrinda Nabar.) What pro¬ 
mised to be multi-coloufed mosaic of emo¬ 
tions and experiences became over a period 
of time a monochrome, a search nobody 
could be certain (rf. Her poetry therefore 
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evofcM vvqrdifliBfcmiactiomnd 
Some peo^ w overwhelmed by her poetic 
prete nce . Ochen think of her as an oveiratcd 
poet, and in any case, a poet who never 
fulfilled her proroite. I can never decide. A 
paitof her writing excites me. A part despain. 

One thing is reasonably certain. Almost 
all wcmen-poets who matter are fairly distant 

from Indira Sant. They have no use for her 
words and her rhythms. They understand 
separation, sorrow (viraha, dukkha) very 
differently. They also understand poetry 
differently. Posi-lndira Sant poets have a 
different 'sense of beauty'. Her voice seems 
to belong to another world, another age. 

Poetic expression especially that of the 
women-poets has matured over the last two 
decades. Think of the poetry of Anuradha 
Patil. It is deceptively romantic; deceptively 
so because its sharp anti-romanticism comes 
across after a close reading. She captures her 
relationship with poetry clearly and brightly 
much like the sky in a Celan poem which 
is “true in the north and bright in the south." 
Poetry makes her speak. She speaks poetty. 
The three collections that she has so far 
published are testimony to her power. 

“The woman” has found a new expression, 
first lime after the Bhakti poets, which is 
remarkable for its sobriety, directness and 
gender consciousness. Rajani Parulekar’s 
long poems (her two collections are in fact 
called Lang Poems, and Mare Long Poems; 
theihird is calledStvMAor (implying not just 
acceptance but rather resigned acceptance)] 
are remarkable in this regard. There would 
be many who would question her status as 
a significant poet. In fact Anuradha Patil 
herself, in her long review of Parulekar's 
poetry has raised questions about her style, 
her diction, her choice of words and all the 
rest. But that is looking at her writing in a 
more formal way. 1 find in her “resigned 
acceptaitce” a new voice, just the right kind 
of expression of gender-consciousness. It is 
not a feminist position; for “resigned 
acceptance" cannot be a feminist position, 
radical or otherwise. Radier, it is a statement 
of the imposstbili ty of a modem man-woman 
relatkNUhip in our society and its resigned 
and totally non-bitter acceptance. In short, 
it’s a new and rather autonomous expression 
of gender consciousness. 

One can mention a few other names, 
Mallika Amar Sheikh among them. Fbr me 
they all belong to the liberal aesthetic tradition 
which it the dominant tradition in Marathi, 
mainly encouraged and patronised by the 
Maiij fiublishing house. S P Bhagval who 
if the presiding deity of that house has been 
intnimeMai in pufalisliing poets from Padma 
to Vaaanti Muzumdar, poets of differing 
competence and capabilities. The strong 
libend aesthetic and petit bourgeois uibui 
characlerof their writing Is best exemplified 
byihetHkoTVasanti Muzumdir'scallection 
wUch oomea from a AomfisA made popular 


by Kishori Amonkar. Aruna Dhere who is 
no loss popidar is the only poet of this group 
who it outside the Mauj circle. Incidentally, 
it would be more than a good academic 
exercise to discuss this publishing house and 
its role in the area of Marathi letters. 

VI 

In primitive sockitict it was command of 
language that had given priests that power 
and this domination of those who know how 
to handle words over those who know how 
to handle things is discovered at every stage 
of human history.'* 

That is David McLellan in his biography 
of Simone Weil and the quotation within the 
quotation is a citation by McLellan from 
Simone Weil. One is not certain if McLellan 
is right in seeing this tendency as typical of 
orpeculjartoprintitive societies. Weil herself 
did not quite see it as such inasmuch as she 
thought that it is discovered at every stage 
of human history. Anyway, I will return to 
this a little later. 

It is important to keep in mind Weil's 
formulation. The dominance or, in terms of 
recent political discourre, hegemony is the 
crucial factor. In the 19th century Jotiba 
Phule was the first one to speak in terms of 
the 'hegemonistic' role that brahtnanism 
played in Maharashtrian society. One says 
Maharashtrian society because Phule's 
iininediaie memories referred to the later 
Peshwa rulealthoughhe ipokein historicised 
terms. Dalit literature was a response to such 
asituaiion. It was aresultof Phule-Ambedkar 
thought and the movements that it generated. 
One cannot be certain when one tries to 
determine what exactly is Phuleistic (or 
Ambedkaristic forthat matter) about modem 
dalil writing. Perhaps that does not matter. 
A sense of belonging to or inheriting an 
ideological package or professing a 
Weltanschauung (world view) gives rise to 
first expressions of cremivity. 

Shankarrao Kbarai, Namdeo Dhasal and 
Anna Bhau Sathye are dalit writers. But in 
a sense they are not. Their creativity is not 
exclusively Phule-Ambcdkaristic. It has 
many more roots. All of them have 
contributed to and influenced Marathi writing 
as a whole. We have already referred to 
Namdeo Dhasal' s importance and influence. 
Dhasal and Kharat luive made me rethink 
many categories of analysis, many words 
and many modes of expression. Rccimi daitt 
writing which has a history of mere than 
three decades belongs to a differenlcategory 
though. These writers handled many forms. 
Autobiography and poetry are easily the 
nmsi widely known. But novel and stories 
ire significant in their own way. it could be 
ancfted with general accuracy that MaratU 
dalit writing has given many firsts to modern 
Indian literature. Imporiant wrilen include 
Daya Pawar, Baburao Bagul, Ruitom 
Achalkhamb, Sbaran Kumar Nimbale. 


Madbav Koodvilkar.Pf Sookambie, Keshav 
Meshrara, Vaman Nimbalkar and ao on. The 
list is long and formidafcle. They are fine 
writen and memorable writers too. Bagui's 
or Sonkamble’s or Sharan Kumar Nimbale's 
fiction would measure up to any standards. 
This is no less true of poetry. 

Even so, one gets a feeling that while they 
arc good in portraying repression and 
exploitation, they do not quite get the point 
Weil and Phuica oentutyciulier were miiung. 
The point is about hegemony. That moment 
of hegemony is lost. Thw are tales of 
suffering. As poetry they are expresMum of 
suffering. (}uite moving but not quite giving 
us (he AsmiiadarsJia (incidentally the title 
of the influential and prestigious dalit 
literature journal) which they sought to create. 
A Mukonuyak (a)so the name of Ambedkar’s 
periodical in 1920s) is created when poliU- 
cally or literally counter-hegemonist ideals 
are created. It is importam therefore that the 
dalil literature is both dalit and non-daiit. It 
has to be counter-hegemonistic in the seme 
that it turns the value-system of not just the 
dalits but of the entire society on its head. 

In that sense the quaitei of Dhasal, Bagul, 
Sharan Kumar Nimbale and Keshav 
Meshram would be significam. Their writing 
is dalil writing and yet it reaches out far 
beyond the dalits. It opens my eyes to several 
aspect of our realilv. More tlran that it gives 
me new parameters of Marathi prose and 
poetry. It recreates the Marathi word for roe 
within a world of expcricnoe which is new 
to me. A new world of experience and a new 
world of the word. Fbitunately. they have 
kept the Hag of the Marathi word flying. 

This 'generality' of appeal is far more 
visible in drama, though the playwrights 
who have made it possible are few. Two 
names who deserve a special mention are 
Dana Bhagat and Premanand Gazvi. Their 
plays WabiPalwataattiKirwaatitspecAvtiy 
certainly widened the horizons of Manthi 
theatre. In that sense they are both ttalh and 
non-dalit writots. 

This dialectic is important. But for this 
dialectic there would be no hope of capturing 
the element of hegernony that we have been 
talking about Good Mmtst wniing hm to 
be at one levet non-Marxist. In the like 
manner good Ambedkarist writer has to be 
at one level iKro-Ambedkarist. If the tbHt 
writen go for 'natioiial' and ‘inieraalioaal’ 
images, forced ones at that, they will miM 
‘hr r~ini if hrurmnny Tmtinn nf i niinlw 
hegemony is more i m porta n t than portr ay l b 
of cxploilaiion and auffering. Tte can be 
done in one language area became Utemare 
is ■ business of Imguagr, one laaguago if 
you will. You cannot be an Indian writer 
before and without belonging toandaaierttag 
thsi behroging to a given language. 

You have therefor e , a peculiar. atacHI 

parwIoxicaLsittntiao.bilennaortlMirpnril 

these writen are as Manthi as anyma alM|; 

aii»i 
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In their search for identity, however, they 
employ a rhetoric (in seminars and public 
meetings) which tends to become 'national' 
in a counter-productive way. 

This situation is best reflected in literary 
histories. Kabir is legitimately a part of their 
tradition. Dnyaneshvar may or may not be. 
Literary hi.story has to cemre on a language. 
Once you recognise that, a brahmanical poet 
like Moropanl or Raghunath Pandit would 
be a part of that tradition, albeit in a negative 
way. There are positive and negative aspects 
to Marathi literary tradition as much as to 
any other literary tradition. It does seem to 
me that many dali t writers ha ve not recognised 
that so far. That is why so few of them can 
handle ‘doammx'(Wdl'sietm)or‘hegefnony'. 
Indeed Gazvi's play Kirn'ani comes close 
todoing so. But it is oneof the few exceptions. 

One says all this because dalit writing is 
threatening to be cliched and, indeed, some 
of it has already become so. There is a 
momentary suspension (thambalepma. to 
use Datia Bhagat’s word), a moment of the 
loss of dynamic. It can still be retrieved. 
Because a dalit writer knows hi s word, knows 
it better than quite a few others. He has to 
assert his Marathi literature presence just as 
Kharat, Ohasal and Anna Bhau did earlier. 


This account has been sketchy. It was 
bound to be. To pack half a century in a few 
thousaiKl words is neither desirable nor easy. 
And yet it has to be done. What this essay 
sought to do is to identify major trends and 
some monumental presences. As the reader 
must have noticed it is also an account of 
some pleasures anddispleasurcs (RasaorQie 
lack of it incur modem, rather prosaic ti mes) 
that contemporary writing has generated for 
roc. In that sense it is not an ambitious 
project Or is it? 

To be sure it has been a partisan account. 
However, i hope that it is partisan only in 
the sense of my analysis of the authors. It 
is possible that othen would relate to these 
aniiers in a fundamentally difTcfcnt way. 
But I hope that it is not partisan in the sense 
that the authors I have discussed have not 
been chosen only because I consider them 
to be important. (certainly hope that there 
would be little hesitation in accepting the 
relevance and significarax of the authors I 
have discussed. 

I have concentrated on cte^i ve literature. 
This is the reason why literary criticism has 
been left ouL The other reason for keeping 
it out is that it would have rerpiiied more 
polemical skills than I possess to atseit the 
idevanoB of significant literary critkism - 
an area which almost everyone simply 
disniisies. S P Bhagvat did just Ihal when 
he narrowed it down to a sdnot or two in 
Ms address at Aurangabad. <1 am going by 
the newspaper tepotu. I have not leen die 
text of his address.)" This is just to urxleriiiie 


the inherem difficulties in handling that uea. 

A Book of Songs is easily the most ancient 
Chinesecolicctionof poems. It has an equally 
ancient preface which says at one phux 
The poem is that to which what is iniently 
on the mind goes. In the mind it is being 
intent; coming out in language....'^ 

What has been intent i n my mind has come 
out in language. For this essay I have no 
greater claims to make than that. 
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General Elections, 1996 

BJP’s Emergence as Third Force in Orissa 

Ramihniy Roy 

The BJP is emerging as a third force in Orissa politics. The Janata Dal will be unable to recoup its lost strength 
due to internal contradictions. Interestingly, the growing popularity of the BJP in Orissa was instrumental in 
not only cutting into the Janata Dal vole share but also in the victory of the Congress. 


HE 19% Lok Sabha elections in Orissa 
resent a paradox. Whiletheeloctoral support 
«ieof the Indian National Congress (INC) 
; shrinking, cracking and eroding 
verywhere else in India, it has been 
rinforeed and consolidated in Orissa. As 
'ill be clear shortly, the voters of Orissa 
ave usually moved with the political mood 
r Inida as a whole insofar as elections to 
ie Lok Sabha are concertted. However, the 
ear 19% by no means fits this pattern, 
toing against the national pattern, Orissa 
as come out strongly for the INC. Note, 
V example, that the INC won 13 of the 21 
ok Sabha scats in 1991. garnering about 
4 per cent of the votes. This time it won 
j seats. In I99S. Congress came to power 
the grass mots in Orissa after a lapse of 
decade by trouncing the Janata Dal, the 
ten ruling party. In a sense, then, the 19% 
ok Sabha elections connrm and reinforce 
trend of Congress ascendance in Orissa 
M began in 1993. 

Does this mean that the Congress has 
Hind an island of retreat where it can rest, 
4 its wounds heal, and again strength for 
illying forth to recover its Inst domains? 
must be noted here that Ibis island of 
xreat is not a virgin territory. It is well 
ittled. although lacking in critical 
svelopmental impulses, structures and 
diievements. Its political universe is highly 
Hnpetitive, unceiiain and unsettling. Till 
i993,it wasdominatedbytheJanata 
al (JD) with left ideological pretension, 
rue that it was driven out of power in the 
ate and has been able to win only four of 
e 19 Lok Sabha seats it contest^ in the 
Selections. While the JD may be down, 
is not yet ouL Note, for example, thai its 
te share in the 1991 elections to the 
irliameM was 34.6 per cent which has 
icJined by only 3 per cent Its presence in 
^ sMe is still pervasive and formidable. 
Thene also is the nascent, ambitious and 
[gresaive Bharatiya Janata Paiiy (BJP) 
hich, driven by the prospects of eventually 
tierging as the ruling party in the country, 
IS been spurred on by its recent success in 
unching a massive effort to win friends 
i influenoe people. Tnie, it has not yet 
on a single Lok Sabha seal in the state, 
iwever, its growing electoral presence 
iinol be ovestooked. The BJP polled 9.5 
r cent of votes in the 1991 periiamentaty 
BCtiOBS which rose to abotn 16 per cent in 


19%. It constitutes, in addition, the only 
third political force in Orissa and has dug 
in itself deeply in eight Lok Sabha 
constituencies in north-western Orissa, 
mainly in the tribal areas bordering Bihar 
and Madhya Pradesh that are highly 
underdeveloped except for a few small 
pock^. 

Add to all this the fast changing political 
scene at the national level where the 
Congress is facing insurmountable diffi- 
cultics. Its pariiamentaiy strength has been 
drastically reduced to only 140 seats, and 
the lengthening shadow of corruption has 
already consumed numerous top-ranking 
Congress leaders. It reached P V Narasimha 
Rao.the defeated prime minister who pledged 
in 1991 to rejuvenate Congress by pursuing 
a market-friendly course toward economic 
growth. The last live years have seen far- 
reaching changes in economic life and 
relations in India as a result transcending 
ideological and political divisions. 

However, the initiator of this approach, 
Narasimha Ran and his government, have 
been rejected by the peqtle. Rao's leadership 
has come under att^ and he himself faces 
criminal charges of bribery and cheating. 
Clearly, the future of the Congress remains 
uncertain at best. 

Yet the same Congress that appears to face 
such a bleak future nationally hw undergone 
a resurgence in Orissa. How has this 
resurgence been possible? How durable is 
it? And what happens if this resurgence 
pro ves fiagi le? Al I of these questions demand 
an answer even though they cannot be 
exhaustively dealt with here. What must 
concern us is how the 19% Lok Sabha 
election has been shaped by socio-political 
conditions obtaining in Orissa which, in 
turn, release further socio-political forces 
havrnga mi^ bearing on life and idations 
in Orissa. Specifically, the following will 
focus on socio-political characteristics, 
political parties, and the conduct of 
elections. 

To begin with, Orissa r epres e nts a society 
which needs to, hopes to, and is trying hard 
to, speed up the process of economic growth 
but finds it veiy hard to make any headway 
for various reasons which <! is not possible 
to cover here. As a consequence, Orissa is 
caught in all sorts of contradictians, both 
stiwturel and behaviouni. With a total area 
of 1.35.823 sq km. Orissa’s populatian of 


around 31.66 million forms 3.74 per cem of 
India's population, with a density of 203 
persons per sq km. Given the fact that over 
40 per cent of the landed area in Orisoa it 
forested, the actual density of population is 
much higher - about 339 per sq km. Males 
are 50.74 per cent. Orissa has a very high 
concentration of both scheduled castes 
(SCs). 16 2 percent and scheduled tribes 
(STs). 22.2 per cent. Close to 73 per cent 
of the population lives in rural areas, and 
63 per cent of the people are agricultural 
labourers who work on 90 per cent of the 
cultivable land used for fo^ production. 
Paddy (rice) constitutes the principal crop, 
i e, of 6.3 million hectares of land undn- 
cultivation in 1993-94. 4.4 million were 
under paddy cultivation. The yield, however, 
is very low; 14 quintals per hectare as 
compared to Punjab's 33 and Andhra 
Pradesh’s 24. Given the predominance of 
paddy cultivation, the proportion of land 
under irrigation is very low. only about 30 
(ler cent, with the largest concentration in 
coastal districts. 

In terms of literacy, 49.09 per cent of the 
populmion is literate - only 34.68 per cent 
of females as compared to 63.09 per cent 
of males. Also, 36.4 per cent literates are in 
niral as against 61.8 per cent Kterates in 
urban areas. Similarly, the infant mortality 
rate is high - '21 in niral areas as againsl 
the all-India rate of 85. 72 in uibon areas 
as againsl the all-India average of 50 from 
1991-93. An even more extreme shuatiao 
exists in some districts such as Phulbani 
where the infant mortality rate comimies 
as high as 249. About 29 percent of the itnal 
and 20 per cem of the uihan people are 
below the poverty line.'However, acconfing 
to another estimate.’ about 45 per cent of 
people in Orissa are below the poverty Hue 
- 48.3 per cent in niral and 24.1 per cent 
in urtian areas. Given tire extremely low 
level of economic dev d opmeal in Oriita, 
it is not surprising that per capita moome 
amounts to Rs 1,652 by cooliasl widt te 
all-ladia average of Rs 2.230. 

All these factors poimunmistakalilyiote 
preva l ence of abjert poverty in many pans 
of Orissa, paiticulariy hr those arens wMi 
a high concentration of SCs and STs. 
They are also indicative of te ruTrrmsIj 
insinuate developnwnt, even Mker half 
a century of i n depeode n ce. of basic ChdR* 
ties and amenMea in heakb. tankation and 


lonnaaic and Political Weekly November 8, 1997 


ms 



I 


e<iuca(ion. Chronic environmental diseases 
still beset people in many areas. 

One of the most salient structural dualities 
is the socio-ecunomi c di vide between coastal 
and interior districts. Comparatively, the 
coastal districts are richer and more 
economically dynamic. Dependence on 
agriculture still is high, but agricultural 
conditions arc good enabling commercial 
development. By contrast, the interior 
districts bordering on Bihar in the north and 
Madhya Pradesh in the west are beset by 
chronic drought, and poor agricultural 
conditions and infrastructure. The process 
of development since independence has 
further aggravated the consequences of this 
structural duality with most benefits to the 
coastal districts. 

Two pre-independence factors relate to 
the slow process of development in this state 
which is endowed with large mineral and 
forest resources. These are the existence of 
26 princely states and colonialism. Thus, 
whm the opportunity for economic growth 
stimulated by industrialisation finally 
arrived, the state was poorly prepared. 
Economic development has been not only 
slow, but lopsided between regions. Close 
to 90 per cent of the people are burdened 
with poor living conditions. 

These structural properties have had a 
deep impact on the shaping politics of 
Orissa. Moreover. Oriya speaking people 
were parts of four pre-independence units: 
Beng^, Madras, the Central Provinces and 
Gaijat which comprised the hilly regions in 
the north ruled by local chieftains.' Two 
events were important in itK^ilising an Oriya 
movement: the 1866-87 famine in which one 
million people died,* and the attempts to 
suppress the Oriya language. Macihusudan 
Das founded the Utkal Sabha in 1882. In 
1911 Orissa was separated from Bengal, but 
appended to Bihar. The 1911 Puri famine 
M Das to lose faith in the British 
administration and to recognise the need to 
join the move for a separate Bihar to the 
national independence movement. 

Orissa, separated from Bihar in 1936, 
became a separate state with three districts 
and a iegislalivc assembly. A third 
dimension was added by the merger after 
l947of(he 24 princely states. It added more 
than 45.000 sq km and increased the 
populuionby 40 per cem. More importantly, 
it brought a qualitative change in the socio¬ 
political character of Orissa. Most of the 
feudatory states were backward. Today, 
these north-western districts* contain 
about 88 per cent of the ST population 
of the state. These differences have “cmised 
a malat^inuneni and generated disparate 
political forces that pulled in opposite 
directiont throwing up political situations 
not alwtqts conducive to the well-being of 
the province as a whatc”.* They still do so. 

The pre-independence political scene in 
Orissa was alive with political activity 


focusing upon the amalgamation of Oriya 
speaking territories and national in¬ 
dependence. Given the fact th« the common 
menwereasBijuPatnaikwastoputh later, 
"featureless and ftiiurcless," the society was 
sunk deep i n tradition and all that it meant. 
Economic backwardness exposed only a 
very limited section of the people to modem 
influences. Political consciousness was 
extremely circumscribed. Modem con¬ 
sciousness, therefore, touched only those 
who, by tradition and exposure to modem 
thoughtways and wotfcways, were in the 
upper echelons of Orissa society. Since the 
coastal region was most favoured by nature 
and culture, it constituted the epicentre of 
.socio-political awakening. 

There were two loci of this awidcening. 
One was located in and centred around Puri, 
the abode of Lord Jagannath, and another 
was in Cuttack. The Puri locus was dominated 
by what is known as ‘panchasakhas' (five 
friends)'belonging to die traditionally most 
influential and respected caste of the state. 
Another was associated with karan 
kayasthas.' A third locus was in the princely 
states and consisted of maharajas and rajas* 
who formed three diffeieitl parties. These 
rajas and maharajas had a progressive 
dimension as they were imbued with 
nationalist feelings even though they ruled 
backward states. It is the leaden associated 
with and guiding the activities of these loci 
that were at the forefroiu of the different 
political movements and cunsiiiuied the 
competing and collaborating elites until the 
end of the i960s. 

The diversity of political centres was 
matched by the divereity of social stmeuire 
ilself. Th^ three groups represented by 
brahmans, kshatriyas, and kayasthas, the most 
socio-economically and culturally dominant 
castes in politics, spread political 
consciousness and extended the base of 
political organisation by mobilising other 
socio-economic interests in the state. But 
given the diversity in the state, the political 
mobilisation of other socio-economic 
imerests meant, in effect, andespedally since 
1947, the commingling of two other nuycH' 
factors active in Orissa as elsewhere. These 
factors are economic backwardness and 
competition for access to and control over 
soci^ resources accentuated by the process 
of development. Social divenily assumes 
importance not merely bfpause it is 
characterised by rigid boundaries, and 
intractable social distance between castes, 
but also becKise it defines the difTerendal 
locmion of different caste groups on the 
social, ritual, economic, and political 
bicnuchy. Moreover, theuppercaste'graaps, 
i e, bfahmans, kshatriyas, and kayasd^ 
inevitably, took advantage of the 
opportunities for status mobili^ created by 
the process of modetnisadon. 

It is therefore not surprising that due 
to their privileged traditional position in 
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society, these caste graopi were in the beat 
position to take advanti^ of the moden 
means of moving ahead in life, and at r 
consequence, able to dominate political life 
and social relations in Orissa. But when 
noble Intentions of serving the larger cause 
whetherit be amalgamation ofOriya tpeakin 
territories into a compact state unit or s wanq. 
gets involved with considerations ok 
controlling the power apparatus of society, 
scales of values change, idcaiiim suffers. 
The sublime is eclipsed by the sordid and 
the noble cause becomes a mere memory. 

In Orissa, the dominance of political 
competition among the three upper castec 
made it mandatory for them to caat the net 
of political mobilisation widely in search of 
supporters. Even while the diversity ol 
politically mobilised socio-economic 
interests increases, the elites who recruit the 
newcomers continually struggle to maintain 
their position at the top and control over 
resource.s. All over India, this manipulation 
of social identities, whether religio-cultural 
or modem secular is standard procerhire. 
Thus, while it is true that the khandayata, 
the backward communities, the other 
backward castes (OBCs), the SCsandSTs, 
all have been politically mobilised and exert 
considerable influence on the dcctsion- 
making process, they are still too fragmented 
to dominate the political scene in Orissa. It 
is still the Patnaiks who enjoy political 
superiority even though they have to rely on 
the support of biswals, routrays, nayaki, 
and jenas, etc. In fact, the 1996 Lok Sabha 
elections were considered to be a test of 
strength between ascendant 1 B Patnaik 
and waning Biju Patnaik. As Copal Mishra 
writes: 

The stage is set for yet anodier...baitle of 
wits between the two Patnaiks who have 
domi nated the state' s political scene for well 
over one and half decades. If J B Patnaik's 
astounding long tenure in office during the 
1980s found the octogenarian Biju Patnaik 
in a wildemeu, the first half of the 1990s 
certainly bekmged to the elder Patnaik. Re- 
emergence of JBPatnaik on the centre-stage 
followingthe i995asaefflMyelectiottsonce 
again pushed the octogenarian leader to a 
spot, ^11 of challenges. 

Continuing, he says that the 19% Lok 
Sabha Sections have again drawn up the 
battle lines between the two Patnaiks. For 
J B Patnaik 

(he task is daunting. He has to establish that 
papular lupportto the niliag party evideiice 
in the 1995 March polls (continues)... And 
for the elder Patnnik the slake is still Mgher. 
This may well be the last chance lo prove 
bis popularity and iavlncibiliiy amoog the 
elec^ which be clauas more then often, 
even after the convinclag drubbing in the 
last asrembly potts.** 

It it no doubt an eaaggeraliofi to say 
that the 1996 Lok Sabha elections 
represented a struggle for power, if not 
a fight to finish, between the two Rtfariks. 


Beoaondc and RoHticid Woekly Novonber S. 1997 



Ratlw, thue electioni reprecented a trial 
of ftrength between two rival political 
coalitioni which happened to be led by 
two Patnaikt, who came to occupy leader¬ 
ship positions- not by accident. The 
emergence of the two Patnaiks has been 
possible only after a period of murky and 
quicksand politics in which instability 
induced by personal power ambition and 
diversity of political parties characterised 
by quick and unprincipled changes in party 
allegiance were the dominant features. 

As R N Singh Deo, a prominent Orissa 
leader observed, "in the shifting sands of 
Orissa politics party loyalty and allegiance 
change overnight for monetary con¬ 
siderations, temptations of office or other 
extraneous benefits for which governments 
fali or get formed.'''' This is well-illustrated 
by the fact that between 1947 and 1977 
Orissa had IS ministries including three 
coalitions. Moieover.Ori.ssa has the dubious 
credit of witnessing the first ever detection 
of an elected representative.'' As a niaucr 
of fact, a well established tendency towards 
bipolarity of political forces in Onssa is a 
recent one discernible since 1974 only. 
It is not to deny the operation of political 
bipolarity in Orissa. It was, of course, 
there but it was muled and overlaid by 
multipolanty induced and sustained by 
personal political ambitions, machinations 
and changing political allegiance. 

These features of Orissa politics 
appeared as early as 1937 when the first 
popular Congress ministry was tormed 
under Biswanath Das with practically no 
following in the party due mainly to the 
intense rivalry between Niiakaniha Das 
(representing brahman faction) and 
Hareknishna Mahtab (the leader of the karan 
kayastha group). But no sooner was the 
ministry install^ than anintra-party squabble 
engineered by Mahtab started. From (hen on 
the brahman group went i nio further decline. 
Therise of Mahtab, the fox of Orissa politics, 
was a signal to a distressed Congress 
Party in Orissa which did not spare 
Mahtab himself. The merger of the feuda¬ 
tory states in Orissa led to the establish¬ 
ment in 1950 of the Ganatantra Parishad 
(GP) by the ex-rulers which remained active 
in Orissa for more than two decades 
(merging in the erstwhile Swatantra Party 
in 1962). It won 31 out of 140 assembly 
seats mainly in the north-western districts 
of Orissa. It was only in 1961 that Congress 
could make a sizeable dent in this region 
increasing its ully from five to 18. 

In 1957 Congress won 56 assembly 
seats as against GP's 51. Mahtab did 
succeed in winning over the support of 
the Jharkhand Party, the CPI and others 
and forming a Congress ministry. 
However, its inner contradictions usher^ 
in one of the murkiest periods - excelled 
by a degree only in 1972-73 - in Orissa's 
political history marked by "intense 


politicking and furious horse-trading, and 
rampant political comiption".'' Mahtab 
was soon in trouble and incurred the 
displeasure of the Cbngtess high command 
and was forced to enter into an alliance with 
GPtoformacoalition nunisliy. The coalition, 
however, proved short-lived, intensified 
intra-party rivalry in Congress, brmight a 
permanem rift bdween Mahtab and Biju 
Patnaik, and ended in a mid-term election 
in 1961. By this time Patnaik was in control 
of the Pradesh Congress Committee (PCC) 
and was the architect of the firsi ever 
decisive Congress victory with Congress 
winning 82 assembly seats. Biju, the one- 
eyed visionary, became the chief minister, 
initiated what he termed as “the decade of 
destiny” in order to lift “the featureless and 
futureless people out of the slough of 
despondeiKX”.'* He initiated a number of 
prestigious projects. However, he mixed 
personal business and public projects in a 
way that not only put an excessive burden 
on the state exchequer but also paved the 
way for him to wdeome a release from the 
trough of unprincipallcd politics by allowing 
himself to be ''Kamarajed" in 1963.'' 

The next (hiee - 1967. 1971 and 1974 - 
assembly elections in Orissa saw a ding- 
dong battle for ascendance and control 
between three parties. Congress, Swatantra 
and Jan Congress (formed by Mahtab) 
only to disappear by the next (1971 
elections) and later Utkal Congress formed 
in 1970 by Biju Patnaik. Since Congress 
could win only 31 assembly scats out of 140. 
a coalition government of Jan Congress and 
Swatantra took office in the state. It soon 
terminated its troubled existence in 1974 
when Congress, rejuvenated under the 
leadership of Indira Gandhi, won 69 
assembly scats. The Congress, in turn, was 
dislodgetl from power in 1977 by a new 
entrant in Orissa politics, the Janata Party, 
which won 110 assembly seats again.st 
Congress 26. This marks the beginning of 
a definite tendency towards bipolarity of 
political forces in Cirissa. But this trend now 
seems to be coming under a cloud. 

Asisevidcnlfromelcctoraldaiaconccming 
past elections, the pattern of state politics 
has had a great beari ngonLokSabha election 
results. For example. Congress won 11 
parliamentary scats as against GP's five 
from the undivided districts of Koraput. 
Phulbani and Dhcnkanal. In 1957 the 
Congress suffered losses but performed 
remarkably well in 1962 winning 14 Lok 
Sabha seats. This coincides with the 
unprecedented Congress victory in astembl y 
polls under Biju Painaik's leadership. It 
improved its seat tally by one in (he 1971 
parliamentary elections but suffered almost 
arout in 1977 winning only four Lok Sabha 
seats. ButwiththedisiniegrtfionoflheJanau 
Party artd the fall of the Charan Singh 
govemmeiH at the centre, the Congress agai n 
sprung to life and won 20 of the 21 Lok 


Sabha seals in 1980. It aguiii won 20 leris 
in 1984 but it was ttaeo riding on the enst 
of sympathy votes generated by the 
assassination of Indira Gandhi. However, it 
lost heavily in the 1989 partiamentary 
elections due mainly to the ineptness, 
inefficiency and cofruptioo prevalent inRi^v 
Gandhi’s goventtnent. This election saw the 
installation of a coalition government under 
V P Singh inasmuch as the Congress lost 
heavily winning only two seats. Then, the 
Congress regained its lost strength and 
captured 12 seats in the 1991 Lok Sabha 
elections. As such, both the Lok Sabha and 
assembly elections i n Orissa moved together 
till 1996 when a new trend, even while not 
very firm, is discernible. 

This trend is, of course, the potemially 
powerful presence of the BJP confirmed by 
the 1996 election results. This may seem, 
to many, disturbing. Be that as it may. 
However, itonly underlines the limitatiMU 
of a two-party system especially in 
countries where deitwcratic politics has 
not yet settled down, it is true that the two- 
party system is commended on the ground 
that It ofters an effective panacea for political 
ills. It is argued that political opinions usually 
flow in two opposing streams, that if there 
are smouldering political discontertts, they 
will be noticed and taken up by one of the 
competing parties a’Hl incorporated in its 
party plank; and that if the ruling party 
proves inefficiem, is uiuble to provide good 
governance and strays far away from the 
(ircvailmg current of public opinion, it 
will be driven out of power. A new combi¬ 
nation of political forces will rise to power 
and give satisfaction to dissatisfied socio¬ 
economic interests. 

Thus, everything will be okay. In other 
words, rascals in powei .icver stay in power 
for long: angc.replace them and if they turn 
out to be rascals, the earlier rascals will 
emerge as angels. This understanding of the 
role of a two-party system is based on the 
assumption that such a system has a built- 
in capacity to automatically recognise, 
promote and incorporate opinions and 
political preferences that vie for articulation 
and control. This is, however, not the case. 
A strong political opinion grounded in 
powerful socio-economic interests can he 
neglected, j ustifying the emergence of a Ihud 
political force which can nde to official 
recognition. This seems to be happening in 
Onssa too. 

This is indicated by the pailem of voter 
turnout (VTO) in the Lok Sabha electkHU 
in Orissa since 1957, The VTO in 1957 
was S7 per cent which came precipitously 
down to 23 per cent in 1962. It begat 
riting again in 1967 to 43.7 percent and 
continued at about that level till 1977. h 
started rising again in 1980,46.3 per ccM, 
achieving a peak of 39.3 per cent in 1989. 
it dipped again in 1991 toSl.l pcrccnIaHl 
then attained its highest peak with 61 pot 
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cent inihe 1996clectioM. It must be stresied 
he<v that neither the explanation of high 
democratic consciousnets nor that of 
higher degree of partisanship explain* this. 
We shall return to this point later. What 
needs to be explained is the defeat of the 
Janata Dal, the second humiliating defeat in 
Ie5.s than 15 months, and its implications for 
Orissa politics. 

Biju Patnaik has been known, since his 
early days, for his daring flamboyance, 
brusque,"* whimsical manners and hair¬ 
brained schemes and for mixing private 
motive with public business. As a protege 
of Mahtab in the late 1950s and as a leader 
in his own right in the early 1960s, Biju 
Patnaik had prompted many questions to be 
raised about his improprieties. And to 
preside over a group marked with factions 
and fissures when endowed with these 
personal traits is similar to riding several 
horses at one and the same time. Moreover, 
the Janata Dal had committed itself in its 
manifesto to implement a 18-point pro¬ 
gramme that was to usher in a new decade 
of destiny. However, tlie failure to fulfil 
poll promises, several murky deals, the 
Hooch tragedy of Cuttack in 1992. high¬ 
handedness with pony-men and officials, 
and a growing rift in the party combined 
to engineer the defeat of ID in the 1995 
assembly polls. 

One particular scandal that was quite 
injurious to JD's drive to retain power was 
the Bamboo deal which affected adversely 
the people of the nonh-western region. 
About 75 per cent of the total bamboo 
forests (covering 16.347.6 sq kms) was 
leased out to different paper mi lls in Orissa 
on a long-term basis without inviting 
quotation, open tender or auction. About 18 
per cent of the state’s tribal population 
depends for its livelihood on bamboo 
forests. Moreover, the deal violated Articles 
19 and 21 of the Constitution of India. What 
is all the more intriguing is that 3.3 million 
bamboos were thus sold at the rale of 15 
paise per piece whereas bamboos sell at 
Rs 10-13 through open auction. Patnaik's 
regime, too. was no exception. The lack of 
performance coupled with Patnaik's 
brusque behaviour intensified factiona¬ 
lism in the JD. Failure of the JD 
government to perform coupled with 
personal and ideological differences also 
contributed to Patnaik's difficulties. 

The first open sign of revolt against 
Patnaik'.s leadership surfaced on October 
30, 1993 when 40 MLAs boycotted the 
official JD legislative party (JDLP) 
meeting. They held a parallel meeting in 
which they criticised Patnaik forhis failure 
on all fronts. They alleged that corruption 
in administration had reached its apogee, 
and (hat the administration had come to 
a standstill with alt powers virtually 
concentrated in Patnaik's hands. What 
made these MLAs most unhappy was 


the fact that in none of the JDLP 
meetings did they discuss the implemen¬ 
tation of the 18-point plan promised in 
the election. 

On November 6,1993, Patnaik agreed to 
involve the MLA in the decision-making 
process. This assuaged the dissidents; 
however, it sent shock waves through the 
party’s rank and file. Moreover, the 
bureaucracy was angry at Patnaik not only 
for his misbehaviour” but alio what the 
‘karmacharis’ (employees) identified as 
Patnaik’s deliberate attempt to dlsnipt their 
unity and harassment tJley received at the 
han^ of the police after the May 5, 1993 
secretariat incidence. They were also angry 
with Patnaik because he had recommended 
freezing the deanwss allowance, and other 
anti-karmachari measures. It is not, there¬ 
fore, surprising that the Orissa Karmachari 
Sangram Samiti. the largest confederation 
of karmacharis, called upon all government 
employees and their families not to vote for 
Patnaik and his supporters. A high ranking 
JD leader observed; 

Under Biju Babu’s teadership we lost the 
Begunia by-election, we failed in posting an 
effective challenge in the election to the 
office of speaker and we could not also 
prevent the ruling Congress Party from 
wresting three Rajya Sabha scats. We do 
not know what is in store for us in the 
tonheoming Lok Sabha elections. His 
whimsical approach and actions have 
provided on oppununiiy lothechief minister, 

J B Patnaik, to exploit the situation to the 
hilt." 

Thus, the tout of the JD in the 1995 


auembly electioM was occaribned by the 
faihiiettftliegovaiinientninbyBjjiiPiiattlk. 
When CongTBis rule was Installed in the 
fttfe under the chief miiiistership of J B 
Patnaik, the various misdeeds of the JD 
government in gestend, and those of Biju 
Patnaik in particular, were widely publicised. 
The case of Rs 18 crore fund supposedly 
mobilised for the party and several charge* 
of corruption frarned by the state vigilance 
department ate still alive. The aftermath of 
the 1995 assembly elections was that the 
rank and file of the JD was thoroughly 
demoralised. Factionalism, widespread 
discontent among the party mendiert and 
the leadership style of Biju Patnaik - all 
these factors contributed to the difficulties 
of the JD. 

Two other facton also conspired to make 
it difficult for the JD to do well in the 
elections. First, the rumblings ofdiscontem 
in the party aggravated by nomination of 
party candidates for contesting the Lok Sabha 
elections found expression in the resignation 
of Bhagabat BeJiera."' He complained of tlie 
failure of the JD in fielding candidates who 
could have better contested against the 
Congress nominees. As he observed, “tiKut 
of the candidates have been set to favour the 
Congress(I)”.“’ 

The second factor was the breakdown of 
the JO-Lcft Front (LF) alliance in Orissa. 
According to the terms of this alliance, C!PI 
. was given Jagatsi nghpur Lok Sabha seat and 
CPI(M) the Bhubaneswar seat from which 
they had been contesting and winning since 
1989. However, the alliance received a 
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ieriou» jcA in CM 1995 Mtembly dectiom 
bscMse the LF wanwd out of die elJiance 
It the last moment. This made a section of 
(he JD 9ppoM M aUlmce with the LF. Biju 
Patnaifc himself was said to be apprehensive 
of the CH Kid CRM leaders “succumbing 
to CeogiesB machinations*' and walking out 
of the alliance at the last minute as they did 
daring the previous assembly eleaiuns" 
(The Tinus ef India, January 20. 1996). 

However.indeference to m^rity opinion 
in the party, the election committee meeting 
held on January 18, 1996 authorised Biju 
Pauiaik to appt^ a two-roan committee to 
hold talks. PiUiaik did authorise two senior 
JD leaden to do so. But, the CPI had earlier 
on January 6,1996 declared its intention to 
contest from two Lok Sabhs seats. 
Jagatsinghpur and Aska {The Sun Times. 
January 8, 1996). Patnaik was doubttui 
whether the CPI and CPM could retain the 
scats they had been winning since 1989. He 
was in favour of shifting them to new 
constituencies which the CPI and the CPM 
refused to do. The negotiations with the CPI 
broke down as JD announced its own 
candidate for Jagatsinghpur. The 
Bhubaneswar seat was left for the CPM at 
the request of Jyoti Basu. Insofar as the JD 
alliance for seat adjustments with the 
Jhaikhand Mukti Morcha is concerned, the 
negotiations for it could never take off. It 
is claimed that the breakdown of the JD-LF 
alliance cut into JD votes. Thi.s is very 
doubtful. What it did was to heighten 
diicoittent in the patty and divide the party 
rank and file dissipating campaign efforts. 

In contrast, the Congress F^rty was in a 
comparatively better position. It did not need 
to enter into any alliance for the Lok Sabha 
elections. In respect of nomination of 
candidates. Congress did not experience 
much trouble. Changing its procedure of 
candidates' selection, the Congress central 
election committee (CEC) appointed, during 
its March 21.1996 meeting, a rive-member 
screening panel including J B Patnaik. It 
scrutinised the panel of names recommended 
by the pradesh election committee (The Sun 
Times. March 23. 1996) which, in turn, 
appointed 21 ohtervers eachofwhomtoured 
a constituency and attended the district 
congreu committee (DCC) meet! ngs for pre¬ 
paring apand of ft ve names for consideration 
(The Sun Tunes, March 25, 1996). 

The pradesh election committee then met 
on Miich 24. One of the memben'of the 
CEC screening puiel attended the meeting, 
and niM a cross-section of the party leaden, 

, PCC mri m bers, MPs, MLAs DCC 
ptaidents in groupa and individually to 
■toMtain then views. The PGC then met in 
Dditi on March 26 and short-listed a panel 
of namea whJdi contained one candidate 
each tor seven c o n s iitucncrci, twonameafor 
eight oomtituendet and three names for the 
reit totatting 31 recommended names (The 
Sm Thnw, March 28, 1996). Out of this 

; MMcM Woek^ NevemlK 


panel, the leta^ 21 names which 
included three central ministers and 
Naresimha Rao himself. 

With the notifkarion for Lok Sabha polls 
issued on March 25 the stage was set for the 
' partiestabegmtbeircainpaign5.Twofacton 
intervened to keep the caitqiaign .at a low 
key and cieate some diflicuities for parties 
and candidates. UnUke earlier elections, the 
central etection oommiision and the Supreme 
Court intervened to cut down, if not 
completely eliminate, unfair electoral 
practices including booth capturing and 
violation of (be sanctioned limits of poll 
expenses, in which all parties and most 
candidates used to engage. Moreover, the 
model code of conduct that all parties had 
long agreed to comply with for conducting 
their poll campaigns was violated with 
Impunity. Whai the election commissirm did 
was to announce its decision to strictly 
administer this code and hold candidates 
accountable for violation. 

In order to prevent booth capturing and 
violenceduring polls, the stale eternion ofTicer 
categorised polling booths under three 
headings; normal, sensitive and highly 
sensitive. Orissa has a total of 2.99.272 
polling booths, out of which 8,227 were 
declared as sensitive and i, 170 very sensitive 
(for districlwise tietaiJs see The Sun Times. 
April 7, 1996). For these booths special 
security arrangements were made. For 
example in Angui, out of906 polling booths 
54 were kteittiricd as very sensitive and 405 
as sensitive. All persons with government 
licence for keeping aims were asked todeposil 
their arms with (he district administration. 
One mobile poltee team for every I5boo(hs 
was pressed into service. Each of the mobile 
teams headed by a sub-inspector, consisted 
of one a.ssistaiit sub-inspector and three armed 
policeoten. Sixty mobile armed teams were 
dejlloved in the district for the Lok Sabha 
elections. In addition, 25 sections of anned 
police and Orissa state armed police were 
deployed around the district. Of these, 20 
sections of police were kept in reserve at 20 
police stations in (he district. The security 
arrangement was monitored by seven deputy 
superintendents of police and inspectors (The 
Sun Times, April 1, 1996). 

Apart from tough security arrangements, 
the EC banned settlemoits of major tenders, 
contracts and auctions by the government till 
the end oflhe election, li also banned transfer 
of officials directly or indirectly connected 
with the conduct of officials or of those in 
a position to influence voters through the 
positions of the office they hold (The Sun 
Times, March 28,1996). It also asked every 
party to submit details of poll expenses by 
July3l, 1996, banned the use of posten and 
hoardings, the use of state planes except for 
the prime minister, and allowed the use of 
state-owned bultet-proof vehicles by leaders 
covered by special security proviskma, the 
expense of which was to be borne by the 
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petioiL It leatratoed MPi fiom nKOdtof the 
fuM that the Nensimbe lUo govesmaent 
granted to each MP. Poll obaetven were 
appointed by the EC for each coostilueocy. 

Most impartantly, the Supreme Cmot, by 
its decision on April 4,1996 made it manda¬ 
tory for parties to file retain of income for 
ea^ assessment year in accordance with the 
income tax act and declared that “all poll 
expenditure will be presumed to have been 
authorised by the candidaie or hts electioa 
agent...unless he relent the presumptian and 
show that it was in fact incuned by his 
party or some other association or by 
another individual (The Times of India. 
April 6. 1996). 

All these measures hit the campaign very 
hard and the hot weather proved uncongenial 
foreven vigorous house4o-boiue canvassing. 
The Supreme Court decision delayed the 
disbursement of poll funds by the patties to 
their candidates. The ban on the use of 
helicopters and aircraft jeopardised the 
campaign plans of both the Congress and 
the JD. But it hit the JD harder. The hire 
price of a heiicoptcr. for example, came to 
Rs40,000per hour mak i ng the use of aircraftt 
prohibitively costly. The JD did hire an 
aircraft for the use of aged Biju Patnaik. But 
the high hire cost restricted Patnaik's 
campaign meetings to places clme to air 
strips. He was, therefore, prevented fiom 
working the magk - if it was at all there 
ntiw - of his fiery words. Moreover, as a 
result of the resignation of the chairmaa of 
the JD campaign committee, the JD was late 
in launching its campaign. 

it IS clear from the preceding discussioa 
that the JD was eptering the elections with 
a great disadvantage most of which was of 
Its own making. But since electoral battles 
are won or lost inconstitwimcies, il is desirable 
to have a close, look at four constitucodet, 
two from each region, maiked by diftorent 
characteristics. But before that it is necessary 
to present three general features of the 1996 
Lok Sabha elections. First, as the yean have 
rolled by. these elections have become 
competitive. In a soci^ where there are 
limited opportunities of status mobility, 
politics assumes a great imponanoe at a 
means of moving ahead iriJbe world. It is 
because of this that more and more peopld 
contest elections. Note, for example, that (ho 
average number of candidaioa per 
constituency in 1952 was only three, it 
increased to 11.76 in 1996.” Needeu to uy 
that iheincreaseinthenuinber of independent 
candidates it one reason for the rise owgr 
yean in the avenge number of candidMwi 

per constituency. In 1996, for exampto.ff 
the total (226) ctmAdaies 137 (6a61 
cent) were independents. 

Second, that Orissa politics u stiU Che. 
preserve of main and privileged sectione of 
society is indiemed by the tea that very tore, 
women candklateiMveenHeeddwMeGldeei' 
arena - ooty 8 in I996.» There were np' 




Christian candidates before 1980, Their 
number in 1989 was three and in 1991 only 
four. It rose to five in 1996. And, most 
interestingly no Muslim candidate has fought 
Lok Sabha elections in Orissa (77ie Sun 
Timex, April 13, 1996). And insofar as the 
circulation and renewal of elites in Orissa 
isconcerned, iioccursinawellcircufnscribed 
domain in which movement from one party 
to another is quite frequent. This is indicated 
among other things, by the fact that, as many 
a.s 17 sitting MLAs were renominalod for 
contesting the 1996 elections; of these 14 
belong to the Congress, two to the JD.and 
one each to CPI and CPM. The movement 
of political leaders is indicated by the fact 
that change of party label, as illustrated by 
constituency profiles. Is quite frequent. 

This point is well illustrated by the Jaipur 
Lok Sabha (SC) constituency where the 
combined population of SCs and STs stands 
at 30.3 per cent. Anadi Das has been 
representing this constituency in the Lok 
Sabha since 1971 except in 1977. In 1971, 
1980 and 1984 he contested the Lok Sabha 
elections as a Congress candidate while in 
1989 and 1991 he was elected MP as a JD 
candidate. Thus Jaipur il lustraies the political 
longevity of a person who has been changing 
his party identity according to changes in 
political circumstances. Das changed over 
to Congress in 1992 in order to save the Rao 
government from deteal. J B Putnaik declared 
this change a.s reasienion of moral values 
in politics. But Da.s was defeated in 1977 
by another defector Rama Chandra Maliick 
who left the Congress and joined Janata 
Party. Despite his longevity. Das’ voter 
support has been declining over the years. 
For example, bis share of voles in 1971 was 
50.60 per cent which rose to 54.50 per cent 
in I9M. However, it was declining till it 
reached the low of 46.16 per cent in 1991. 
Moreover. Das has been neglecting his 
constituency and Congress workers pressed 
for a new face. However, the Congress high 
command persisted with Das. As a result, 
there was a lot of resentment against Das in 
the constituency. 

The JD candidate was Anchal Das who, 
till 1995 was with the Congress. He was, 
however, denied ticket by the Congress to 
contest from one of the assembly consti¬ 
tuencies. However, JD workers were highly 
dissatisfied because Anchal Das enjoyed 
. popularity in only one assembly segment of 
(he Lok Sabha constituency. Thus (he 
battleline was drawn between defectors. 
Looking to the unhappy state of affairs in 
the constituency for both the parties, a 
vigorous campaign was launched both by 
the Congress and JD. However, Anadi 
Das tost (he election by a small margin of 
3,8(X) votes. 

Jaipur rep re sen t s a constituency in which 
the Congress and the JD have been equally 
dominating. Jagatsinghpur, on the contrary, 
has been a CPI stronghold, winning this teat 


with the help of the JD. tn 1996. however, 
nhe alliance between the JD and CPI broke 
do wn and wh« Biju Painafl^calledftiendly 
contest” between the two ensued. 
Jagatsinghpur was previously a part of Puri 
parliamentary constituency and was carved 
out as a separate constituency in 1971. Since 
then it has returned Congress nomineesthiee 
times, CPI candidates twice, and a BLO 
candidate once. And yet this constituency 
has been an arena where ading-dong electoral 
battle has been going on since 1971. 

Interestingly enough, the 1996 elections 
in Jagalsi nghfmr also represent a family feud. 
The Congress candidate fort tus constitutency 
wa.s Ranjib Biswal, the son of B K Biswal, 
the present deputy chief mimstcr, opposed 
by the JD candidate, NltyanandSamantray, 
the maternal grandfather of the Congreas 
candidate. As indicated earlier, Jagatsinghpur 
has until recently treen the CPI stronghold. 
However^ the share of Congress votes has 
never gone below 30 per cent. This is true 
also of 1977 when the anti-Congtess wave 
was very strong since it polled 29.7 percent 
of votes. In addition to these major patties, 
the BJP too entered the election fray thi s time 
nominating Prasant Nanda, a noted Oriya 
film personality. Despite the fact that eight 
candidates contested this election, the real 
fight was between the Congress and the JD. 
The Congress candidate won polling 4S.6 
per cent of the votes as against JD’s almost 
40 per cent. The CPI could poll only a 
meagre 5.6 percent finally losing its bastion 
tn Orissa. 

Sundargarh is a constituency where both 
SCs and STs taken together constitute abewt 
S3 per cent of the population with STs alone 
accounting for 45 per cent and is reserved 
for STs. It is also a constituency where the 
Jharkhand movement is very strong but 
splintered, yet returning two JMM MLAs in 
1995. It is also a constituency where the BIP 
has established a strong base by winning an 
assembly seat in 1995 and emerging as the 
third political fonre in Sundargarh after the 
Congress and the JMM. It comprises 
Rourkela, the steel town and one of the 
industrial centres of Orissa with the highest 
number of voters. It has acbequered electoral 
history. The fortune of the Congress has 
swung widely in thi s constituency during the 
last 10 elections. Both the Congress and 
opposition patties have each won five times. 
The Congress won in the fjrtt electioa 
followed by GP and later Swantantni parly 
in the three subsequent elections. It was after 
a lapse of 15 yean that the Congress was 
able to regain this seal only to lose it in 1977 
to BLO. Again, the Congrets won back the 
leM in 1981 and 1984, lost il in 1989 but 
regained it in 1991. 

Sundargarh has seven assembly Kgmems 
with a total of 10.99 lakh vrxen. In the 1995 
assembly elections Che Congress could secure 
only three leau. JMM won in two assembly 
constituencies with BJPand JD securing one 


each. Is the 1991 p ar H a meMao' g lo rt ia ns i h e 
VTO was 49.7 per cent .wWcti raae 1068.21 
per cent in the 1995 asaenbly dectkms. Is 
the 1996 parliamentary dections the 
Congress MP, PMda Topno, was opposed 
by three political parties, the JD, the B^uid 
the JMM along ^th four other candidatet 
two of whom betonged to Jharichand Party 
and Jharkhand (Naren) Party. It is true that 
the Congreu candidate won but with a 
reduced share of votes, (27.75 percent). The 
JMM won 25.64 per cent votes, BIP 23.49 
per cent votes and the JD came fourth with 
18.93 percent votes. Itis evident that splitting 
of voles BitMHig four mqjor parties definitely 
helped th^ Congress. 

In contradistinction of Sundargarh, 
Kalahandi represenu a constituency which 
has been afflicted for long with petaii t ent 
poverty. About 46 per cent of the 
constituency's population is constituted 
by SCs (17 per cent) and STs (29 per cent). 
Kalahandi, a part of the former feudd 
state, suffers from chronic poverty where 
human lives have little meaning, starvation 
deaths occur every year, girls and boys are 
sold in servitude to save adult lives, and 
nilers in Bhubaneswar go on>talking about 
how Kalahandi js going to be made into a 
terrestrial heaven. But the existential con¬ 
ditions are so calamitous that the talk of 
the ‘decadeof destiny',‘Orissaasthepower- 
house of (he nation', or '13 steel plants in 
Orissa in the next five years'arelo thepeople 
of Kalahandi cruel jokes. After travelling in 
Kalahandi duringthe 1996 elections, Rakesh 
Diskshit had this to say: 

National issues have taken a back seat here 
in this remote constituency. Hawala and 
Gawala .scandals have a few uken here. 
Any query regarding elections is met with 
an intriguing silence...It appears as If 
elections are a farce. 

Dikshit further notes that ever presoit in 
the people’s mind is “...the burgeoning 
problem of no food, no water, no money 
and no work...(it is this) that is keeping the 
local populace preoccupied”. Dikshit 
quotes Harda Nag, a daily wage earner at a 
construction site in the district head- 
quarten as saying, 

...the government boasts of Increasing the 
daily wages of labourers. But who earns?... 
(A) man ean earn this amount only if he Is 
able to dig an area of 10 square feet and one 
foot deep. But any rank outsider would be 
agbui and certainly sure to tickle hli brain 
querying to himself; can tkeletoat ever dig 
to much and that too when the tempentun 
ht ranging between 120 and 125 degnea F. 
The prjnw minister, Narasimha Rao. 
launched in August 1995 an ambitious 
Rs 4,557crore seven-yeitf plan (1995>2002) 
called the Long-Tenn Ac^ Phut (LTAP) 
fortbe Kalahandi -BolangiT-Koraput (KBK) 
regHm to eliminate poverty in this drought- 
prorw region. After almost one year notiiing 
seems to have bean coitcrmely done so fv 
except for the betatodforwardfaiiofMaMwal 
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action plM of Ike Older of Rs 400 crere far 
i995<96.Bittthii«iioui)iliquiteinsufficiem, 
experts fee) (see further reports, The Sun 
71mss,/snu«y 6,1996). But the fact remaint, 
as the nliiitsterfbrpUjiniogandco-ordination 
admitted in the slate assembly, that the central 

government was yet to spell out the extent 

of iu financial involvement in the pfogtamme. 

He stated that the final modalities of the 
LTAP depended on the centre and that since 
1993, when the scheme for development of 
the KBK regkm was mooted following a 
severe drought in the area, programmes and 
schemes were changed several times before 
the action plan was finalised. The JD MLAs 
accused the state and central govem- 
mentsof^foolingthepeopleby announcing 
such ptt^rammes. 

It is against this background that the 1996 
Lok Sabha elections in Kalahandi must be 
viewed. Contesting in the elections were 16 
candidates as against 18 in 1991. In his bid 

10 get re-elected, the sitting Congress MP, 
Subhash Nayak faced the opposition of 
several senior Congress leaders because 
Nayak "has done little and we never wanted 
him to contest again on (sic) the Congress 
symbol” {The Sun Tunes, April 27, 1996). 
Nayak was opposed, in the mam, by Bhakta 
Charan Das of the Samata Party, the hlue- 
cyed boy of the former prime mtnisler, 
Chandrashdehar and a mini ster in hi s govem- 
ment, who is psychologically very close to 
the people in Kalahandi due to hi.s emulinnai 
app^s (The Sun Times, April 29, 1996). 

He was opposed by the JD candidate who. 
his partymen claimed, is known for his 
haughtiness and arrogance. They would have 
preferred Bhakta Charan Das instead. BJP 
and, interestingly enough. Shiv Sena too 
helded their candidates. However, the BJP 
candidate was a “novice” and was no match 
for Das. Moreover, the rank and file in 
Janata Dal as well as many Congress 
workers extended Ihetr support to Das. The 
electoral outcome in Kalahandi defied the 
conventional wisdom that a split opposition 
favours the Congress at the polls. Das won 
the scat by polling 34.23 per cent with 
Congress polling 2S IS per cent votes, JD 
about 15 per cent votes and the BJP about 

11 per cent votes. 

Theae four constituencies represent four 
differem political situations and exemplify 
different ptephological principles. For one 
thirtg, the 19% elections confirm the age- 
old wisdom that 'voters do not act: they 
react'. They react to the deeds and misdeeds 
of the party in power and drive it out if they 
feel tlw it has failed to rule prudently. But 
this feeling must be fairly widespread to be 
effective in producing a definite outcome. 
The widetpread dissatufaction against the 
JD had nahirally created a highly unfavour¬ 
able politica] elinute in Oiiua for the JD. 
The conventional wisdom pertaining 
especially to the Indian political scene that 
fngmMted opposition it always favourable 


to the Congreat hai only a partial vatidhy. 
Sundatgarh and Kalaluadi had opposite 
outcomes. 

Finally, voting decisions are made not 
only in terms of what the party has done or 
not done or what the challenging patty 
promises to do. Underneath actions and 
promises for action liecestaln socio-economic 
conditions that cry for aitouion and sol ution 
of the problems that they engender. If these 
problems remain unresolved for long within 
the existing framework of party structure 
and competition, the political space gets 
splintered since such a situation provokes 
the formation of different political parties 
claiming to become the proper instrument 
of the resolution of these problems. This 
encourages fractionalisation, to be sure; 
however, political forces coalesce in one 
way or the other to produce a viable challenge 
to major competitors for capturing the power 
apparatus of society. 

This appears to Ire happening in Orissa. 
Although the future shape of things to come 
IS still shroudedin mystery.onethingis quite 
discernible. As election data underline, the 
BJP is emerging as tliird force in Orissa 
politics. Note, for example, dial it contested 
the 1996 elections in 20 constituencies and 
polled around 16 per cem votes, improving 
by more than 6 per cent over its performance 
in 1991. Note also the faathat JD will face 
still more diflicuilies and -will be unable, 
because of internal contradictions, to recoup 
Its lost strength. Moreover, recem defections 
from the JD have all benefited the BJP. What 
IS also interesting in this connection ts that 
the growing pt^larity of the BJP in Orissa 
was in.slrumental not only in cutting into the 
JD vote share but also in the victory of the 
Congress. Moreover, the BJP seems to have 
dug itself in the north-western region of 
Orissa. This is exemplified by the fact that 
in seven consiituenaes of this region, the 
BJP has polled more voles tJian its stale 
average of 15 per cent. 

Thus.thclraditioiial socio-economic divide 
between the regions is again becoming 
politically relevant which the BJPis expected 
to exploit for its campaign for dominance 
in Orissa. 

Notes 

[This study was made pouiblc by a gnuii (rom 
the Office of International Relations nf the 
Smithsonian Insliiulion, Waxhin|U>n. DC. It is 
part of a project directed by Harold A Gould 
w hich enabled six scholart to observe and analyse 
the 11 (h geneml election. The gramees were Paul 
Brou(UnivnsityorWashingian),SikalaBsnetiae 
(University of Lethdrid^), Virgina Van Dyke 
(University of Washington), Paul Wallace 
(University of Missouri), Waller Hauser 
(University of Virginia). Arthur Rubinoff' 
(University of Toronto), and Harold .Gould 
(University of Viiginia). In addition, otiim who 
contributed papen to this pruject were Binoy 
Prasad (Universiiy of Mtsaouri), Pnmod Kaadu 
fUnivenity of Missouri), and Ram Ashray Ro^ 
(Centre for the Study of Developing SocieUea). 
ThecbllectionorpapeRisbetngpublitIwdataiany 
in conaecntive itsues.) 


1 TheWDm/elafltmiMepostl99Apmim 
praportiaiiofpu^BviflgkitBdialatMRumi* 
poveityml29percaataiidofUn)aabio«idMo« 
that adversely affect their fidUK at 62 per 
cent. 

2 Sainple5iirvey«fliidia,l992,iefefeMoeyear 

1987-88. . 

3 Theae were the uisJivideddistticttofBo faii g rr . 
I^ulbani, Dhenkanal. Kalahaitdi, K e o Rjl ia f . 
Mayurbheti) and Suodargath. 

4 Spring in Che Houae of Coniiiwi»(A«|uri 
2,1867), the secretary of stale for fedUiefMed 
to tills famine as "a maiuiment of oer failuie. 
a humiliation to the people of the country, 
to the govertuDeni of mis country and to tboae 
of our Indiaii officials of whom we had been 
perhaps a little loo proud”. 

5 These dismcis are; Saiabalpur, SuodareMh. 
Keoojhar, Mayuthhaig, Dhrnlfanal. Pbufesnl, 
Bolangir. Kalahandi and Kotaput. 

6 Sunil Ghosh. Orissa in Tarmoil 
(Bhubaneshwar:Bookland International. 
1979). pp 7-8 

7 These Panc h saa kh ai were: On pab an dluiDarix 
Nilakantiia Das, GoilavarU Mitra. Acharya 
Haiihar Das Ktupasindhu Das. 

8 Notably Gopabandhu Chaudhury and 
Hoiekhriishna Mahiab. 

9 These included die Raja of PartakhenuMsdi. 
Kalahandi. and Khollikote. 

lU CopalMishro,’BattleofPatnaiksYet Agan', 
7'AcSiwiTiiiirr, March 30,1996 See alto TV 
Tuner uf India (Delhi edition), March 28 
iind3l. 19%. 

i I Quol^ in Ciiosh, op ciu p 8. 

12 BirakUhoicBehera was elwled to the Orissa 
legislalive assembly in 1937 oo a Conipett 
lickrl bm defected to R N Singh Dec's party 
toon after. 

1.1 Ghosh, op cil, p 88. 

14 These are Paradip Port. Sunaheda MIG 
Factory. Talcher Thermal Power Plant, 
Balimeta Hyde) Proiect and a few othe rs ; 

15 This was, in elTect. the begioaing of his 
disrodaliofl friimCoiigim andNs assunmiai 
of Janata Dal, Uikd Congress whin he 
founiled in l%7. 

16 Sukadeva Nanda lefen to Ihunaik's high- 
handedncsi Inwards hit ntentor. Matilab. in 
his book Cnaluiun Paiittat m Ortssa (Delhi: 
Sterling. 1979), p 39 

17 OnMayS,l^'IPMnaiksiappedagovemneM 
employee in the secretarial. 

18 GopdMisra,7VSiM77mej.MHchl6.l996. 

19 A former minister, Betiera. also occ u pi ed the 

influenual positions of the general seciettry 
of the patty and a member of its ele ction 
commiuee • 

20 The The Sun Times, April 4,1996. However, 
it IS alto claimed that his retignalian was 
provoked by his fiihne 10 get the party Bcher 
for the Bhubaneswar seat 

21 The average number of candidates per 
constituency remained the same m 1957, 
dropped lo 2.4S in 1962, rose again to 3,25 
in 1967 and went down 10 2.90in 1971. Pram 
then on it has been steadily rising. It rate to 
S..13 in 1980, increased only sKgMy hi 1984 
(5.43) and since ttien h has gone an neaiMy. 

It was 6.29 in 1989, ram to tO.)b in 1991 
and tiren 10.76 in 1996. 

22 In 1967,1971 and t9K. then wen only turn 
women candidaiet; their numher rate ufonr 
in 1989.In 1991 it was six oidy. Mom of (hen* 
women sie tdaied to prom in e n t pObifeal 
ImkIcti. 

23 The corictpanding figunet era. MeymMui^ 
18.71 per cent, Nnwmgpnr 20 per cem, 
8aIaiw26.S per cent Sandwlpnr 11.61 par 
cent uMgaih hbont ,10 per oem. Snwhniih 
23.5perc«ni and Kean^ma«2S nercacL 
Ohenkannlfe ■ border tiae cnee wWiISp ■m'- 
cen vote for the BJP. 
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Marxism, Radical Feminism 
and Homosexuality 

HSriluiitli 


WHEN I reacted to Vimal Balasubramanian't 
position on 'Gay Rights in India’ (KPW, 
Pebniary3,1996),! knew that I was opening 
a pandora’s box. As expected my article, 
‘Natural Is Not Always Rational’ {EPW, 
April 13.1996) met with critical responses 
from different quartcn, each one widening 
the spheteof discussion to many other related 
issiKs. In Economic and Political Weekly 
(EPW) itself two articles appeared confuting 
my arguments. While Shaimila Rege (EPW, 
June 1, 1996) tried to portray my inter¬ 
pretation as “one more piece i n a mainstream 
homophobic tradition", Suncetha (EPW, 
November 23, 1996) concluded it was “an 
ill-informed and abihoriuuian exposition 
from a self-styled Marxist”. Although my 
criticism of Vimal Balasubramanian was 
never based on medical or moralistic grounds, 
both Sharmila Rege and Suneethaquoied the 
opinions of American psychiatrists and cited 
different anthropologi^ works to prove that 
there was nothing abnormal about homo¬ 
sexuals and that homosexuality was in 
practice in all cultures. Both of them raised 
objections to what they considered as 
oraiodox-deterministic Marxian logic of 
subordimtting sex to the needs of the society 
and argued in favour of “freedom of choice'’ 
in sexual matters. On her part, by reducing 
Marxist understanding of social necessity to 
reproduction of species and by interpreting 
leproduction as mere procreation, Suneetha 
defended technologic^ changes that have 
“loosened the link between sexuality and 
reproduction” and argued that this “progres¬ 
sive step” would enable women and men “to 
break out of the btxindaries that partiarchy 
imposes on theexpression of theirsexuality". 
Following similar logic, taking support from 
different western scholarly works, Sharmila 
Rege justified that gay and lesbian 
movements have potentiality to “reorganise 
beterosexualJt/’ and that t^ could even 
pose “a challenge tocapitalist system”. Even 
though I am not in agreeme n t with many of 
these and other conclusions which mycritics 
have come to, f recognise that the issues they 
ndsed regarding sexuality, scKial contrd, 
sexual choice, women’s emancipatiem and 
genderequality are relevant to the theory and 
practice of Marxism. 1 admit that classical 
Marxist literature does not have ready-made 
answert to all (piestioas raised by post¬ 
modernists and fi^nists today, bat I firmly 
believe that Marxism, as an aiudytical tool, 
has the oqncity to comprehend and analyse 
the complex interplay of sex, gender and 
dass in c^ntaiist and socialist societies. 
Exposing some of the factual erron and 


theoretical i n adequacies of femmist and post- 
modernistiiKerprdationsofsexuality.inthu 
paper I will try to justify my eaiiier position 
that forms of expression of sexuality were 
and are al ways subotdiiuie to social neoessiiy. 

Amerktan PsYcwAinv and Justification 
OF Homosexuality 

Let me begi n my response with the premise 
from which my critics started their aiguments 
to justify homosexuality as normal behaviour, 
ft is true that American Psychiatric Asso¬ 
ciation has removed homosexuality from the 
list of ‘sick’. In the given social set up, where 
gelling out of homosexual relationships 
becomes a probiematic, interpreting homo¬ 
sexuality as a nornud behaviour has a positive 
effect, in the sense that it helps homosexuals 
to overcome their guilt feelings and accept 
the way they are. While recognising the need 
for such a stand, one should not ignore the 
value premises on which the western 
psychiatrists base their conclusions. Wliile 
appreciating the. contributions of scholars 
like Wolbarxi, Havelock Ellis, Alfred Kinsey, 
Wardcl (Niineroy, etc, who have broadened 
our understanding of human sexual 
behaviour, we should not overlook the fact 
that they all examined sexual behaviour 
basically from a clinical poim of view and 
that their main concentration is individual 
and not society. In fact their justification of 
homosexual ity as normal behaviour i s bated 
on the assumption that anything bated on 
mutual consent and not aimed at harming 
others is acceptable and permissable [Ellis 
19S9, Fast 1973]. This assumption is bated 
on liberal bourgeois notion that a person is 
free to do anything at long as he does not 
touch another’s nose. 

To interpret that which is normal for 
individual is also normal for the society is 
to fall into die trap of bouigeoisindividualism 
which reduces society to a sum total of 
sephrale and unconnected individuals. In 
realty the society is much more than an 
individual aii$l it has its own structure and 
logic guulingitsdevelopinent II if,therefore, 
unsound to judge social attitude! towanit 
sexual behaviour purely on the baiis of 
individual point of view. If what is normal 
for individual is considered normal even for 
society, then according to this logie many 
othermual practices,fiice inceiLitnilofnia, 
caprolbgnla. fetichism. xoophilia, exUbi- 
tkmism and lado-maaochitin, etc, ibould 
also be accepted as normal and all those who 
abhor such pnctkxa should be branded as 
phobiacs or as arrogant oeauires. Basii^ 
Uiemselvet blindly on American psycMalry, 


our petty boiugecdi advocaiea of human 
righa nuy beam magnanimous enough to 
tolerate and acconunodate all such sexual 
practices in their dream lud, bw society can 
have its ownlogic in allowing or not allowing 
such sexual practices. 

HoMOSBXUAtrrY and PuttinvE Cultuuxs 

The authors attempting to rmionalite 
homosexiialiiyontbeb^ofantiinpologicil 
studies usually overlook the fact dim sexual 
freedom wu never absolute even in primitive 
societies. 'There hardly exists a t^biie in 
history which did not impose some kind of 
restrictions on sexualexptesston or behaviom 
of its members. Anthropology speaks of 
several prohibitions, tabrm and myths with 
regard to incest, menstruation, pregnancy 
and child birth in different cultures. It is 
passible that some cultures arc tolerant of 
homosexuality, but even tiiey had thrirnorms, 
regulations and justifications. For example, 
although male members betooging to Itamul 
and Arapesh communities involve in homo¬ 
sexual acts with penons bdonglng to other 
tribes, they desist from such acts within thdr 
own communities [Mead 1954:58]. The 
Trobianders accept sex as a natural instinct, 
yet they ridicule and ditcoui^ the practice 
of homosexuality. They feel homosexual 
acts among men as unclean because of iu 
association with the excreta [Seward 
1954:87], Among (he Keraki Indiant of 
Southern NewGuineahomosexuality is seen 
as a stage towards mature heteromual 
relations. The Sambiant may organise 
initiation ceremonies encouraging taomo- 
texuality among men [Heidt 1981], but we 
can also tee the Marind Anim conuiiunlty 
organising special rituals to initiate men iido 
the heterosexual relationsliipsoiitoflhefear 
that thdr pe6|4e may not find heietotexuaiity 
suffidenUy rewardingtoihdulge in iL Degree 
of tolerance and acceptanceoflioinoiexuaiity 
diffen from one culture to another, but there 
ia hardly a tribal community wMeh has not 
recogni^ the need for heteroaexualily to 
ftMergeoeiic process of growth around 
their group life revolves. 

Further, while referring to these culttncs, 
one should not ignore pograpMcsL social, 
ecommic and demopaphic factors con- 
ditionlng these cominimities.Sociiti attitudes 
regarding sexual practices vary ftom culture 
tociiltuie.xndfromoaeitafeofdevelepinent 
to the other. What was etsendal and permis¬ 
sible inonecuhureatoaestaferrfdevdop- 
meot, may not be acceptab l e to the people 
of other cultures m a diflenni stage of 
developinenL In such sRuatiom we oaxt to 
Judge aeRual taboos and aitiludea on the 
bnsli of wbethar they retard or dohtiibMe to 
the progreu of ilK oommunWea aa a udiole 

•I a given point of tdatoiy. Biminlms and 
gay activilti who che exiiteace of hono- 
•exual ptactioes in certain tribal mtaies 











iwedtoiMwehiftiedMV the cuhure 
we Uve today hn aoytfaliig to do with thoie 
printtive cwimce*. Will tbofc who romanti- 
die and ^qxeciate lodal acceptance of 
homoieuiaHty in Ihote locietiei give up all 
the conforti that modem civilisation pro¬ 
vide! to them and pt^ to lead a lubiiitent 
living? When that li not pouibte, it it better 
we itop referring to anthfopological studies 
in a Mdective way and confine our discus¬ 
sion! to ki relevance in the given historical 
context. 

Pamlv and Sexualtty 

Sharmila Rege tried to convince readers 
that the real causes of homosexuality ate not 
yet known to science. Indeed scholars are 
divided in their opi nions as to whether homo-* 
sexuality it congenital or acquired. Those 
who bdieve in congeniud theories lay stress 
on genetic factors and harmonal imbalances 
and argue that a homosexual remains a 
homosexual forever. Others who think that 
homosexuality is acquired, emphasise the 
process of socialisation and individual 
experiences in (he development of sexual 
orientationi. Psychiatrists like Or Pomeroy 
worked oix the at.sumption tha both per¬ 
sonality and environmental factors shape 
homosexuid orientation in a person [Fast 
1975:254]. Different studies made on 
homosexuals revealed that their sexual 
orientation it the result of many factors such 
as accidenls of uptstinging, close-binding or 
dominating mothers, weak or absent fathers, 
child’s idmtification with wrong parent, 
exceisivefcarofthe parent of opposite sex, 
traumaAc sexual experiences and lack of 
opportunities for betero-sexual contacts 
[Sewttd 1954; Schwarz 1958; Connell 1995], 
It was, however, pointed out that in certain 
caiea one can see homosexual tendencies 
even in those persons who did not experience 
any oflbe above metUiooed situations. What 
actually drove such people towards 
homosexuality is yet to be ascertained. This 
limitation, however, does not negate the 
significance of earlier studies, fust as the 
hypothesis that smoking causes cancer does 
not become invalid just because all smokers 
do not end up with cancer and all those who 
suffer from cancer need not necessarily be 
. smoken, the absence of explanation with 
regard to certain categories of homosexuals 
don not automaticaily invalidate earlier 
■tsumptiona about homosexuality. 

Maiv feminists and payctii atrists laid stress 
OB environmental factors rather than 
‘ cxmgsnltil fnetors and family is being seen 
as a site where sexual orieittatiMis among 
the chtlten are shaped. Now there is a broad 
agreemeol Miwng the scholan that oedipal 
(IVwitinn)aidproK)e(lpaI(CbodotQW,Jvie 
nn)c9(peri«ien«einatniiiientalinsha|itng 
sexMi ortontatioa and gender consciousness 
among the people. It is probhUe that these 
MHioHCkiatevMiiitheclansocieties where 
Iheto. erdsla aome kind of (U vision of labour 
akng MX Unes. But It would be sinvilstk 
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to argue drat aS kinds of families based on 
beterosexjialiiy ate oppressive and biased 
towards men. The da^ woiks of Morgan 
and Bachofen have given enough insights 
into the nature of frnniHet and the status of 
women in the primitive societies. Even 
Malinowski (1927 and 1932) and Margaret 
Mead (1954 and 1963) account of the life 
pattern of the aboriginal groups like the 
Marquesans. the Arepesh. the Cannibal 
Mundugumor, the Tchambuli show that 
(he women enjoy a respectable position 
vtr-n-vu men and that the gender roles are 
not strictly defined to prevent women from 
involving in tocial production and men from 
the responsibility of child care. In such 
families oedipal and pre-oedipal tensions »e 
easily manageable. Only with the birth of 
patriarchy which coincides with the 
development of private property that the 
f^ly system turned oppr^ve and became 
a means for the repnxhictioa of clau and 
gender inequalities.lt is only in the patriarchal 
families that child care became the exclusive 
concern of svomen. whoM position was, by 
then, devalued within a faniiiy and also in 
the society. When the child is brought up 
in such families based on gender differen¬ 
tiation, it cannot avoid rigid oedipal and pre- 
oedipal ten skms. The processof socialisation 
helps majority of them to confirm to 
heterosexual norms and accept the gender 
specified roles, as ordained by the society. 
But (his proceu may fidl to w^ in the care 
of a few individuals, who because of con¬ 
genital or acquired factors, or sometimes, 
due to a combination ofboth-exhibit homo¬ 
sexual tendencies. One can call such persons 
deviants, not because they exhibit any 
paihologica! tendencies, but because they 
could not conformtothc normsof the society. 
The more oppressive the patrimchal family 
turns, thj greater the scope of such deviant 
behaviour in the society. The growth of 
nuclear families that followed the develop¬ 
ment of capitalism has further aggravate 
the problem of sexuality. Some feminists 
rightly understood (hat this problem can be 
overcome if the falller takes equal respon¬ 
sibility in child care and hoosehoid work and 
mother gels equalaccess to the wortdoutside. 
Contcious and enlightened persons should 
make attempts to create such a family 
Btmosphereforthetrchildren. When the child 
gets attcniionof both parents and grows up 
without any gender bias, it cm overcome 
oedipal md pre-oedipal com|dexes, typical 
of patriarchal family system, without much 
difficulty. Even if the child develops sexual 
attraction towards the same sex in such 
families, in the idiscnce of oppression and 
inequalities associated with patriarchy, it 
would not be difficult to chai^ the sexual 
orienttokm of the peraoni. But it needs to 
be kept in mind that in the preseM society 
dommstod by pslrisKhal values, existing 
method and quality of child cam cannot be 
radically chin^ without destroying the 
material and ideologicat foundatlou of 


patriarchy. This Ihniialioamaka the tadt of 
fightiQg ngainit capitalim u a pt ira aty 
conditim for ovcsooming patriarchy in aU 
its forms. 


PeSUNISM AND HisTORY OP HoMOSEXUAliTY 


It follows from the above that apmt from 
natural biological reasons, the sexual 
orientations and attitudes are the mulls of 
historically condhiooed familial, social and 
psychological situations. AinopointofliiDe 
in history, not even in promiMuity, nun 
could place sex above societal needs. Evciy 
culture provides o p port uni ties for gradfi^ 
cation ofsexualinstinctt within cer ta in lim its. 
What exactly the limits would be. aredecided 
by social, economic, geographical and 
demographic compulsions of the given 
society. Sexual taboos, myths and prohi¬ 
bitions were presentinall cidtum. However, 
stupid and hush some of them might appear 
to be to the people of the present geaetarion, 
one should not forget that they were reflec¬ 
tions of social ne^ at one point of time. 
It would be wrong tosee society as something 
external to man. Society it as nauual aad 
as essential to man at his physical impulsea. 
As a member of the society, k becomes 
essential for man to paflem and channeliae 
his libido and involve in social productioo 
without which he cannot live as a man. As 
the civilisation advances, organised sex life 
becomes a norm in ell locictiea. 

Radical feminists and gay activittt «e 
right in saying that heterosexuality was 
imposed on man, who is otherwise Usexiihl 
in nature. But here they convcnienlly ignore 
the fact thtt the force was applied not only 
for controlling homosexual bduviour, bik 
also in checking different heterosexual 
practices such as incest, polyaodry aad 
polygamy. It is not force per at, but the 
context in which and the purpose for which 
the force was applied, which need erpluu- 
tion. Answering (Us quesdon, aome racBcal 
feminists came out with fatuous theories 


according to which homosexuality was 
forcibly controlled by men who wanted to 
exercise physical supremacy over women's 
bodies and lives [l^h 1980; Daly 1979]. 
Without trying to historiciie tbecontfilioua 
wherein men intended to andberamecapnUe 
of controlling women, they talk aa if nan 
are oppressive and anti-women in all 
societies. Bariicr. althougHThey arc critical 
of Marxists, who they think have not teallHd 
thesigUficanceofiesuality.mdical fcminiilB 
did not ignoreUie retevaoce of daas aa a unit 
of analysis. But in course of tune, sesuaBw 
became such an obaestioa to them IhaiceitaiR 
groups of fem i nisis , who later p r orl nh iw d 
thenwives as lesbian ftaainiits or culmal 


feminisu, tonlly ignored the need to fight • 
apinst private property that innkutioniliMS 
patriarchy and gender oppreaaion. Owian- 
Mriiing hoteroaeiudity aa n renctianaay 
inatituiional lawctuR impoaedon WQMMin,, 
maintainibeiMlenpranncy.aaaannfBiiM’ 
atarted c ha raoteri ai og all batoRnMnla h| - 
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coilabofiton and rpactionariea. The Leeds 
revolutionary feminists gave the slogan, 
‘Feminism is the theory and lesbiaiiism the 
practice', as if the practice of lesbianism 
wvuld liberate women from the yoke of 
patriarchy and capitalism. Certain radical 
feminist scholars tike Atkinson (1973), 
Echols (1989), Wlllisd 984},etc, whoeariier 
had faith in the progressive character of 
the lesbian movements, themselves began 
recognising deradicalisation of women’s 
movement by cultural feminists add lesbian 
feniinistsadvocatingessentialisni.separatism 
and alternative lifestyle within the system 
as the paths for women's emanci|wtion. 
Although criticism of such theorisations arc 
coming from within, considering the premise 
from which the radical feminists start their 
analyses, I feel that lesbian feminism is a 
logical extension of radical feminism. When 
one attempts to comprehend patriarchy 
without reliaing it to the instihitiondf private 
property and to locate gender ine^lities in 
the sexual act, it it but natural that one finds 
all other alternatives for reorganisation of 
gender relations closed and lesbianism 
naturally appean as the only alternative to 
escape mate domination. 

It appears that all confusions of these 
feminists result from not being able to see 
the distinction between heterosexuality and 
monogamy. Heterosexuality became a norm 
in many tribal societies long before the 
emergence of the insiituiitm of private 
property. Heterosexuality was imposed both 
on men and women. If the intention of 
compulsory heterosexuality wasonly to make 
“natural lesbian experietKe, history and 
culture of women lo^ invisible and abnor¬ 
mal”, then it needs to be answered as to why 
men did not retain the previlage of male 
homosexuality, as they did while imposing 
monogamy on women, without giving up 
the privilege of polygamy or bigamy. If men 
had vested interest in preventing lesbian 
activities, one fails to know why male domi¬ 
nated societies abhorred and punished the 
male homosexiials more than the lesbians. 
The very fact that heterosexuality was made 
compulsory to both men and women in many 
societies clearly indicate that attiining male 
supremacy could not have been the sole 
motive for enforcing heterosexuality. The 
actual possibility of male domination 
appeared only'after the development of 
private property and the institutkmalisalion 
of patriarchy. Regulation of sex became 
oppreuive and descriminatory to women 
only In patriarchal family system based on 
the inttitution of private property. This fact 
is deHberaiely ovcrioolced by the critics of 
heienaexuaKty. By magnifying phyikal and 
sexual difrefencei between man and woman 
andbylocatiiigthecaiueoffflaledoiiiifMtion 
in heterosexuality, the lesbian feminists 
belitde the roles played by privtfe property 
and patriarchal monogainous relatiOAi in 
undmidntiig the status of women in the 
society. 


Myths and MtsimcanuTATiem 

I don't deny that the masses have many 
false notions and impressions about 
homosexuality. There is indeed a need for 
a better appreciation of the proUemi of the 
homoiexuids. To the cxtetH the feminiits 
and gay activists are fighting against what 
they call ‘homophobia’ and appealing for a 


greater trieratioH and u n da w a n d ln y^y the 
betetotexuds, f have 00 dispute wWi them. 
Bin I consider dieir alteiqits to miilntsipnt 
Marxian tenets aixl create new myths to ^ve 
a progressive colour to the pnetiee ttf 
homosexuality u highly objeetkmaMe. 
Sharmiia Rege and Suneetha's ndsinter 
pretatlon oftheterm‘reproduclion'.iemiads 
me of the intelligetx strategy of naming 
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•ooHOMMcIcg tadkUUagMm. By ‘Utmlly’ 
inUfpnd<i| the term reproduction u 
‘pnoealloa’ and altribtiting that miitafce td 
me, dwy tried to fight h out by efiectlvely 
eIg^illf that homoMxuality doee not come 
inlhewayorrepraduGtk)n,ie, ‘procieuion’. 
ButiatUiageofaitificla] imciniiutionand 
ten tube babiea, who does not know that 
physical hMercoime is not essential to have 
babies? Which Marxist has interpreted 
reprodu ction as mere procreatioti? The lenn 
‘leptoduciion’ in marxist diicoutK always 
mean social reproduction. It involves along 
with physical rqmxhictionofhuinan beings, 
all such essential activides like child care, 
education, tndningand building up of values 
and attitudes conducive for continuation of 
the social system. Devetopment of science 
and technology may have some effect on 
methods of human procreation, but they 
alone cannot alter the social and ideological 
bases of different actors and structures 
involved in production and reproduction of 
maietial conditions for human existence. It 
is ridiculous to expect contraceptives to play 
the rote whidtthehumanbeingsareexpected 
to play. 

Justifying the practice of homosexuality, 
feministi’ and gay activists' attempt to praject 
homosexuals as a homogeneous group, 
incapaUe of coining out of homosexuality. 
It isuue that because of certain physiological 
and psychological reasons, a section of the 
homosexuals may find it difiicult to switch 
over to heterosexuality. But there are many 
cases where persons engage in homosexual 
practices either due to lack of opportunities 
for heteroiexuai contacts (as in prisons, 
barracks and hostels) or just to explore a new 
< experience. Such situational or casual or 
furtive encounien do not last for long. Once 
the situation changes, they get out of 
homosexual practices and easily adjust to 
heterosexuality. For them the gay slogan of 
“(Be) come (in) out” of heterosexuality 
[Phelan 1993; Williams 1978] has no 
relevance. Interpreting all homosexual 
instincti u cravings for relationship and 
understanding is another myth-making 
attempt by the lesbian feminists. I do not 
deny that there will be sexualised emotional 
reteiioiuhips in aome cases, but to many, the 
homosexual acts are merely sexual encoun¬ 
ters. Most homosexuals ttiunselves do not 
have any such pretensions or illusions. In 
an intervtew with the authors of Body 
tmtfMQfc.one homosexual openly admitted, 
“Idon't love the men I have lex with, I may 
like diem and have affection for them, but 
I really would not use the word‘to ve'. When 
I say I Rteke love to a man, I am using the 

woid in its sexual sense.*’Inanotherintefview 

in the saM book, refining the lesbian 
tpnUtiU, a biiexuid woman asserted, “I 
think I can know someone without going to 
bed wBb her. If that's the only way you can 
•at to know aome one, then you are crazy” 
(Fhat 1974:66.92], That homoaexual love is 
suparior to heterosexual love is yet another 


myth floated by the lesbian feminiiii. The 
studies on httotowxual lives show that 
homosexuals are not above all that pettineu 
and hypocriiy associated with monogamous 
relations m they exist today. The roots of 
ideas of domination and subordination, 
superiorty ahd inferiority, jealousy and 
decreptioni lie nol1n sexuality per se, but 
in privM property and mental complexes 
associated with tM institution. 

To me, the gremest of all such myths, 
however, is the beli^ that homosexuality 
has pot^ality to destroy the capitalist 
system. Participation of certain gay and 
lesbian groups in New Left and other protest 
movemerns cannot automa(jcally lead to the 
conclusion that the homosexuals, as a com¬ 
munity, are rwficali and progressive. While 
recognising positive contributions of such 
persons, one should not lose sight .of the 
presenceof thousands of liberal and anarchic 
gay groups well absorbed in the bourgeois 
set up. Other than asking for freedom for 
sexu^ activities, they do not have any other 
laudable objectives. The homosexuals need 
not have any antagonism with patriarchy or 
private property, just because they are 
homosexuals. Moreover, the homosexuals 
are so deeply divided on the lines of class. 
' race, ideology and strategy that there is hardly 
any possibility of their emerging as a 
homogeneous comiminiiy threatening the 
capitalist-imperialist system. It is precisely 
the reason why the bourgeoisie, who cannot 
toierate any opposition to capttal accumu¬ 
lation process, do not mind taking 'liberal' 
and ‘democratic' s^nd when it comes to gay 
and l^an movements., Rather such move¬ 
ments gi ve an oppoilunity for the bouigeoisie 
to divert the attention of the people from 
more important problems confiMting them. 
The fact that the oiganised sex industry in 
the west openly whips up homosexual 
instincts a,-Ki even makes thm attractive to 
the people through pornographic films and 
litcraturectealy indices that the bourgeoisie 
are not afraid of the practice of homosexuaiity. 
Maybe at one stage in history, when the 
institution of private property was just 
emerging and consoildattfig itself, forcible 
imposition of hklerosexual-monogamous 
relations under patriarchal domination was 
necessary for reproduction of private pro¬ 
perty. But now, when theinstHutinnof private 
prd^y has reached the stage of gloMised 
capitalism, even if a section of the people 
indulge in homosexual acts, it will not hhve 
any advene effect on reproduction of c^tal. 
Ignoring Ihew facts, if any feminist or 
'creative marxist' believes that homo¬ 
sexuality can pose a threat to capitalism, he 
or she is only living in a fool's paradise. 

SociAum, Patxiakhv and Reou.ation 
ofSbxuauty 

Since my response to Vimal Balaaubra- 
manian beeame ooniro venial owing to some 
of the autements I made with regard to 
Marxist approach to the quesikm of horoo- 
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sexuality, 1 feel the need to etabonte my 
ideas further. Initially, It should be dear to 
all that what we call todaiiam today is only 
a uansitionaiy phase from capitalisa to 
communism, wherein the protettifat wiekU 
Slate power. The revoluiloiiary o ve rthrow of 
the bourgeois-landlord stete and the attain- 
ment of political power by tbe working daas 
are preconditions for building up ofsodaHst 
society. During this irantitionaiy period, tbe 
woiking class stateinitiatesstiuctunl changes 
necessary forimprovingthelivingconditioni 
of the people. Appropriation of propeitiea 
belonging to the capiulists and thelancBotds, 
formation of co-operatives and collective 
farms, development of socialist indnttry, 
rapidexpansionofeducational opportunities, 
creation of necessary sdentific techno¬ 
logical base. etc. are some of the easemial 
ia.sks that the working class state cannot 
neglect. Sinriiarly, organisation ofapowetfiil 
people's army and creation of an effective 
police system becomes essential todeal with 
all internal and external enemiea altenqiting 
to sabotage the socialist revolution. All these 
taskscannoibe accongilished without people 
voluntarily subordinating their indivkhiai 
interests for the sake of collective interests. 
Creating a disciplined social organisation 
of people cmscious of their hutoiic role 
becomes a social necessity. This social 
necessity is determined by tbe concrete 
ciaumstanCcs in which tte people find 
themsel ves and it has nothing to do with the 
“value judgmenu of the inAviduals”, that 
Sharmtla Rege talks of. 

Marxists know the fact that atengskteclaas 
contradictions, there are many other con- 
lradictionsinsocidybasedoncasie,rdigk)n, 
nationality .gender.etc. Even then, if Marxists 
give primacy to the class ttruggte and bold 
revolutionary overthrow of capiiahim as a 
social necessity, it is not due to thdr class 
bias or indifference to gender issues, bw 
because they realise that it it not pomibte 
to resolve odier contratfictiont without first 
destroying thepri vale property and the mental 
complex associated with iu Far from 
weakening the women’s cause, eliminalion 
of social division of labour baaed on the 
institution of private property wifi only fecih- 
laie gradual disappearance of oppiasioo 
and inequalities bated on gender. I lay ttreea 
on the word 'gradual*, for it ia not poaaibte 
to break with patriarchy abruptly for two 
reasons. Pirsiiy, because changes in cuhttre 
and values do not keep pace with the changea 
in economic' and political smictnret. 
Secondly, became, even if capitalum can be 
dcsiroyi^ the inititutian of private property 
exists in differem forms for a longtimeio 
come. For these two reasons, fiaaiUet 

continue to eaist even in aodaiism, alfeoagh 
th^doovercameauayoftheevfliaaaadated 
with patriarchy. The h wito tkm of fimdly 
leniaim in existence to long aa pradoeliau 
hai not reached afaundance. an vateign of 
private property not fidly eliaaiMiafi, hmic 
oacatiittes of people not firifilad ateinilM 
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society Htelf has not reached a stage where 
it can take over the respoiuibiUty of the 
cUldien and the aged. It is only in the higher 
phase of communism that these condihons 
are fulfilled and real gender equality 
established. Till such time, the women should 
continue their two-fold stniggle of streng¬ 
thening socialism and at the same time 
fighting against all vestiges of patriarchal 
values and culture within socialism. 

If one correctly comprehends this com¬ 
plicated process of development under 
socialism, it becomes easier to understand 
why Marxists do not openly advocate sexual 
reforms under socialism. Radical feminists 
rightly recognise that sexuality is subordi¬ 
nated to patriarchal structures, but they 
overlook the fact that patriarchy itself is the 
by-product of the institutidn of private 
property. There is no possibility of blos¬ 
soming of sex love without eliminating 
patriarchy and private property. The zealots 
of post-modernism who advocate the 
principle of choice, should know that choice 
can be exercised only in a society which can 
offerchoices. Individual rights in all societies 
are hiitarically condirioned by the stnicturc 
of the mode of production and the natute 
of the civil society. Even socialism cannot 
transcend this law of development It is not 
any phobia Of ignorance or arrogance, as my 
critics tried to attribute to all Marxists in 
general and to me in particular, but correct 
undemanding of the process of social 
development and the need for realisation of 
imiiMdiate social needs that prompt Marxists 
to take a cwitiaus attitude towa^ all sex- 
related^ issues. including homosexuality. 
PbobiM and taboos regarding sex are 
uiuvokUUe in the conditions of scarcity of 
tesoutxxs and of knowledge. Sex is so 
sensitive a subject to the majority of people 
in a backward country like India that any 
stress on sex-retaled issue may alienate the 
masses from revolution. For academic 
feminisa and post-modernists, settled mostly 
in the ivory towers of elite universities and 
research institutes,people'ssatsitivities may 
not matter much, but the Marxist revedu- 
dottaries involved in a conscious struggle to 
otgaitise and lead the massesagainstcapitaHtt 
expiaitalioncannotaffordtotakerisks. When 
drey know that the problem of sexuality 
caiurol be strived in tto society, they don’t 
waiiedme thinking too much about sexuality. 
When they realise thtf ‘comingaut'orcotTt- 
munal mentality, caste outlook, national 
jingoism atxl tnale chauvinism arp more 
important for socialist revolution, they 
will not give slogans exhorting people to 
come out of the so-called compulsory 
boterotexuality. 

Finally, let me clarify that try ‘use of 
fbrce’,'1 did not mean that the homosexuals 
are to be hunted and persecuted as in the 
niediBval Europe orin west Asia. It is ndiher 
possttrie nor desirable fur the socialist state 
to peqr into everyone’s house to know 
wfaether the people ane Involved in homo¬ 



sexual activities or not Mantlsti jhouM 
definitely take a sympathetic stand towards 
those homosexuats who for physiological or 
psychological reasoru find it diff^t to 
change tbdr sexual orienlatioD. In such cases, 
it is necessary to convince the people to 
understand and appreciate their limitaiioas. 
But apart from thoK categories, there are 
also individuals who involve in homosexual 
activities for pleasure,"adventure or ex¬ 
perience. If such people feel guilty and 
uncomfortable with homosexual acts, 1 think 
psychiatric treatment does help in converting 
them to heterosexuality. By weakening 
patriarchy and minimising gender inequa¬ 
lities, socialism reduces oedipal and pip- 
oedipal tensions in the child, thenriry 
increasing the capability of a person to direct 
his libido in whichever direction he feels it 
necessary. 1 belie ve that psychiatric treatmeM 
which does not work amidst adverse 
conditions in capitalist societies dan have 
positive effea in socialism in view of the 
changed circumstances in which the 
individual finds himself. If ‘coming out’ of 
compulsory heterosexuality is possible, I 
don’t see any reasons why'an individual 
cannot come out of homosexual relations, 
that too in a system where monogamous 
relations cease to be discriminatory and 
oppressive. Under socialism sexual relations 
can be regulated easily by new forms of 
socialisation, education, child care and 
familial relations. Stiuctural changes that 
accompany the socialist revolution con¬ 
siderably minimise the need for using of 
foice. But even there, in the name of gay 
culture and lifestyle, if the gay activists take 
out vulgar paradesdisplayingthdr half naked 
bodies, wearing flashy clothes and clofte 
outfits and fondlingand caressing one another 
lnpublic.astheydoinSydney.l^FriUKisco 
and New York, I doubt whether the socialist 
slate will remain a silent spectator. I am sure 
the Marxist revolutionaries do not hesitate 
to use force to ban such activities in the 
socialist societies. They do so, not because 
of any phobiaor arrogance on their part, but 
because in the ultimate analysis even 
socialism is a dau state and no ruling class 
can tolenie any movement which is likely 
to go against its immediate social interests. 

1 know that this answer will not be palatable 
to radical feminists and petty bouigems 
human rights activists, but I am sure Maixtos 
will not have any problem in convincing the 
people, including the homosexuals, that 
fieedomfromliun^.unemployinem,capita- 
list exploitation and gendv oppression is 
mote important than freedom for sextud 
choice. 
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Macro>Econoinic Policy and Exchange Rate 

Balurce (:f payments crises, Jicr ihi?n being exogenous shocks, could 
wc I i„; the cquiUbriuin outcome ol' niuximisir behaviour by rational 
ag n s .vi-i a fun.lunicrtal iiconsistenc; eiv-een monetary and 

exchange rate policies. 'I'enipo.ar, neasures su i cs tureign borrowing 
w'l! be unable to prevent a crisis unle.s' a co; siste - ;:nd sucUinabl'; - 
ii.a.ro-cconomic pj.' ‘y mi.; i.s adopted. The longer the delay in bringing 
at .u. s ch consist; tcy between mo iciary, fiscal and exchange rate policies, 
the h g er will b. he p nentiul cost o; a i cvenlua adjustment 
wh n ultimuuly ■:.ced wi.ii •’ intv ait egini. collapie. 294J 

Gender, Ethnicity and Nation 

A notion of a d^'iied, unaltCi'hie, < finite issen * operates strongly in 
eoi structing women's lives a.'d in women constructing themselves. 

A tempts arc maoe to writ, this noiion of unbniken tradition on he 
body of the woman to as to perceive wo iun ;..s carriers of authentic 
cultural o. nation.) identity ai),i guarantor, ol its purity. A study cf 
w. men m he Sc.l-R’ pod H.iv.menl in Tam NadL. 2953 

Development and Deprivation 

Ihe Human De clopmcnt Index s u onihin;'.! .on of incom.. literacy 
and life expectancy. What does this numhe mean'.' Kow diws it differ 
from the well 1' lown growth rate used .n economic li .ra.ure'.’ A look 
at developuieni and dcprivutioi in Karnataka by consjii.t'ng HDIs 
for he slate's di.stricis 2970 
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Regional Pailies on Tcjj 

P,c‘ 4 iiuial panics arc assuming u pninary 
niic in Indian poli'.ic.s aid ' i- no v the 
duniiiiani partnars in cualit uas invui lOg 
iiuiioiial parties The parliamentary 
elect.on.s ui April 1996 and '.he ‘.t ..c 
as-wmbly e cttKias o.'Febfusuy 1997 iw 
ihe .annfi^ratKin ot the parly syst m on 
tli esc lines in Punjab and Maryana. 2963 

In the British Mould 

The way .own planners conceiv- 
cities in India is .still largely denved 
from British town planning ex|iericnce 
Even town planning laws arc baskully 
British constructions and have not 
colvcd signiiicaiitly since indeixmdencx' 
Thoie is no history of tnj.genoi s -wn 
p'.cnn.iig .h-xight lo break .h^ colonial 
iii.luencc on the way l.iwn planners 
conceive uiban problems _ 2if32 

Taming the Tax-Man 

.t might restore some confidence in 
the ihx cdmini.'itcring agencies i'l 
ind.a if at .some of ihen>, like 
the two central tax boards, were put 
under a truly independent and properly 
empowered oversight panel a.s the US 
Cungrcs.s is seeking ui do for the 
Imemal Revenue Service _ 292M 

Karly Warnings 

The money, iorcign exchange and capital 
markeu have leeently wimes^ skimiiiihes. 
reflecting the south-east Asian turmoil. 
The stock markets and the exchange 
rale arc under pressum largely because 
of poor domestic lundanicnt^s. but 
partly also bexause of the destabilising 
eTTects of the bheralisutinn pnicess. 2914 


UF in Disarray 

The I 'll! cd Froni's P'. ral 
ad .in,a;c over the B,>P is premised 
on th^ p inciple of secularism, 
which remains ill di iitcd b a 
political ' I se though well 
characieiiscd in the SuTieme 
Court’s epochal iudgment of 
I9<)4 in the S R Bonunai ease. 

By IIS selecuve inierpxeiic.ion of the 
Bommai ruling .n the contex: of 
tie recent developments in UP, the 
UF has now surrendeted 
this political advamage. 2921 

A mid-ierm poll for the Lok Sabfaa 
has become imperative for the 
.cu.m of'political stability, social 
cTbuesto-T and economic advance. 

The political and social costs 
of uvU going 10 the polls for a 
fa'sn miuidaie must not be allowed 
10 multiply because of the . 

V li-secking ealcTiladons of 
pol.ticians and eoienes of 
d'tfereni hues. _ 29,^5 

Evading SEB Reform 

The decTsion, arrived at reportedly 
afier a review of the power 
Situation by the prime minister 
himself, to direct financial 
inMiiuiiuns to assess the viability 
of individual power projects instead 
of coneeming themselves with the 
viabiiiiy of the State Electricity 
Boards wtU, in the attempt to 
proterd the SEBs. spread 
ecomnnic sickness from the 
SEBs to other institutions 
and sectors. 2923 










instiiutcd a.s precedent to sustain ever mure 
questionable interpretations. In the matter 
of propriety the speaWer has shown himself 
to he no less dishabille than the governor. 
The alaenty with which he has dispensed 
with all the reasonable norms of statutory 
interpretation mirrors the indiscretions of 
the former Lok Sahha speaker, .Stii vraj Hatil. 
Having first granted install; recognition to 
the Lokluntrik Congress and t ien e.xtended 
assurance to prospective defectors that their 
interests would noi be cunipruniised, he has 
prtKceded to honour that assurance. In 
accordance with .Shivraj Paul's stanling 
inten>rctation of the split as a continuous 
proces.s, he is awaiting the addition of the 
requisite number to BSP detectors to ensure 
that they do not attract disquali' cation um'er 
the anti-dcfeciioii law. And to hetp f-ciliiaic 
the pmccss. it h.us been f.iund not only that 
the votes in violation i f t.hc BSP whip were 
valid but al.sti that the petitions against these 
MLAs are pnma tacic defective. It is not 
unreali.stii. in expect that by November 21 
a third of the BSP would have split, failing 
which a new definition of a'hal constitutes 
a third may he forthcoming 

ANTI-DEFECTION LAW 

Pacifying the Congress 

THE Congress has been a past master in 
cngineenng dcleciioiis and has remained .o 
e>en utter the art'-detec'.ijn luw was piisseJ 
b/ Rajiv Ciandhi's j^.i.vcr.,nicnt '^u.-ing 
.'s jrasimha Rai I's gover. .iticni. .he Congress 
succeeded in breaking the Telugu Desa.ii 
Party, the Jharkhand Mukti Mon'ha and the 
Janata Dal. Ajit Singh, after defecting from 
the JD. was given a ministerial position in 
the Congress government in Maharashtra, 
Shoimd Pawar split the Shiv Sene by winning 
over Cnhagan Bhuj^al, who too was .iiir 
rewarded with a ministcnal berth Many 
more examples of detections engineered by 
the Congress can be given. All the while, 
the demands of the parties at the receiving 
end for a review of the anti-dcfection law 
remained unbeeued. But when 22 legislators 
led by Naresh Agarwal broke away from .nc 
Congress to form the la>ktaiitriK Congress 
and lend support to the Kaiyun Stngh 
government in Uttar Pradesh loopholes in 
the anti-defection law suddenly became 
glaring to the Congress leudersbiip ..nd it 
wl pped upa campaign, iii which the Untied 
Front too joined, demanding immediate recti - 
fieation of the law 

The panic in the Congress is under¬ 
standable. No more docs it hold the centre 
of the political stage anywhere With many 
parallel forums and platforms emerging in 
the party in West Bengal. Bihar. Madhya 


Pradesh, Tamil Nadu and Kamataxa. the 
patty's unity is under grave threat. In order 
to stal.' die danger of further splits, the party 
now wants it to he mads mandatory for one- 
half, instead of one-thitd hitherto, of a party 
to delect before the .split cun be recognised. 
WIteii Rajiv Gandhi came to power with a 
massive mandate, even mobilising one-third 
o. he pany to .secede was a tormidoblc ta.sk. 
Bui with the party’s electoral fortunes rapidly 
declining, the party leadership has realised 
that nxihilisingunc-third support for delecti 0.1 
1 ^ hardly a tough enough barrier, us became 
evident in the course of the recent political 
upheaval in UP. But even the stipulation of 
a floor of one-half of a party’.s legislative 
sirengt h is h itdly going to suiisfy the regional 
pa;lie.> many cf which have lO-od': MPs at 
ItiC centre. The fact is that ,he provisions of 
(he anti-defcciion law ore rrpidly becoming 
outdated in thcfostchanging political situation 
in the country 

The .suggestion of the left parties to 
immediately disqualify a defecting member 
and forcing him or her to seek re-election 
aims to make the elected candidate accountable 
to his cr her constituency. Yet it docs not 
allow space to.' a Icg-fimate s plit m case of 
gcnuin'i dissent among party members. 
T.houg' in the present political situation 
defections largely result from tlic luteoi o.Tice 
end lelf, other nuitivaiions for defections 
cannot be ruled out aluigc.hcr. Tc .axe he 
exam of UP, th, delcc.io.ts may 
ii's .1 nesuit to avcbeiiispurredoy .henceJ 
to jvo.'d c s a'li r-o ticu instability m the 

sta e engendered by :hc short-t' rni po_I 

cdeulation.s cj the major political pa't'e.s n 
the stale. When prufetved ideological 
commitments are subordinated to power, 
seeking power ii.self becomes an ideology. 
This is illustrated by the case of the BSP 12 
of whose MLAs cxtcndctl supiKirt to BJP 
government in UP and of the Congress. In 
such a siiuauo.-i, amending the anti-defection 
law IS not going to yield 'asting results. Such 
an exercise may well be undertaken to pacify 
the Congress, hut (hen the niotivaliun behind 
it will remain .suspend 

PCL.TICS 

‘Noft-^enods’ Problems? 

NHWS.-APER r,po.t.s about the Pci^le's 
War Group (PWGj distribuLng pamphlets in 
Its strongholds in Andhra P.iides.n asking 
i.on-govemnicntal organisations (NGOs) to 
quit those areas, cr face retaliation, raise 
senous questions (hat need to be addressed 
by enmmunist guerrilla groups operating in 
d.llcreru parts of India. According to these 
pamphlets- which have nut yet been disowned 
by the PWG -- the iium grouse again-.il the 


NGOs is that they tackle‘noo-aerioiii'causes 
such as literacy, hygiene, savinp and 
environmental protection and thereby create 
an illusion among the musses that their 
'problems' can be solved within the exist¬ 
ing system. 

The i.Hsuc represents an old bone of 
CO,mention that had plagued the communist 
movement for generations. Should reformist 
measures in u pre-revolutionary situation 
be supported or should they await the 
completion of a communist revolution? 
Some communist revolutionaries of an 
earlier generation recognised the need fur 
such reformist efforts while insisting that 
social problems n.' tne people could not be 
i liimate'y solved by such reforns widtin a 
capitalist economic framework. Bet the 
PWG today seems to have gone beyond 
this understanding and has dismissed the 
I'c.-y social problems - illiteracy, lack of 
hygienic living conditions, environmental 
degradation - from which the Indian poor 
suffer, as ‘non-serioux’. While the earlier 
generati on of communi sts a) lowed the social 
activists and reformers to work among the 
poor - while disagreeing with their politics 
- the PWG today apparently is not even 
prepared lu tolerate them and regards them 
as Its enemies. !t is this disconcerting attitude 
of disdain towards certain socio-^ultural 
problems that affec; the masses and the 
dist.irriing tendency to brand those who 
figri ^^airlst them as ‘class enemies' that 
raise sc >ous miiciivings about the politics 
of the PWG 

*^ 1 - PWG i a^ been abic to build up a 
fi! ~b'.scaniongineniralpooriniheeastefn 
reg'nn of Andhra Pradesh comprisi.'ig 
Srikakulam. Vizionagram, Vi.sakhapatnam 
and F.-'s’ Oixlavan through successful mass 
struggles - both armed and nun-armed - 
that have brought economic benefits and 
social ju.sitce to the tnbri pea.sanis. But one 
would like to know wlunher the PWG in 
its strongholds (which it describes as 
'gucmila zones') had ever opened literacy 
centres lo educate the rural pixiror fonned 
inedicul icunis for the tteotment of their 
diseases .irhelpea themtnsei upcoKipentivc 
so. etiestusu I their produce or encouraged 
tiiem (o |XH)I .hcirsavings and open collectiv.' 
ft.i.cL. (Incidentally, these were precisely 
the function.s ca.Tied out by the Chinese 
coinmun..s.s in iheir 'i^jcmlla zones’ unde, 
the leadcrshij. -f o, whom the PWG 
accepts as its ideological mentor.) Since the 
PWG ha.s evidently neglected these area'- 
(which it views as 'non-serlous'), certain 
voluntary agencies have step.ied in to fill 
the vacuum leftbyiuannedguerrillagroups 
and meet these particular needs of the niral 
poor in the gucmila zones. Some of ihcM- 
agencies may be foreign funded, giving risv 
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IG allegation that they ate ‘agents 
ialism'. The PWG fear* that their 
n providing aonie temporary relief 
or peasants may blunt their faith in 
lutionary means for changing the 
rnomic order. While all this may or 
he true, serving of ‘quit' notices on 
in be no substitute for the PWG’.s 
tackle the daily mundane pnihlems 
ibals among whom the NGOs an.- 
By asking the NGOs to quit under 
armed retaliation, the PWG has 
/ enough taken a cue from two 
- both of which are ptiles apart from 
ogical position of the PW'J. 'The 
e bunch rf Islamic fund'rncmalis; 
1 Bangladesh who have irounted a 
ampaign against those NGOs there 
e been working among the poor 
ivomen to help them be self-reliant 
lime, by providing them with earning 
.itiesand other facilities. The second 
> located right in our midst - the 
I Assam, which has earned out il.s 
ainst NGOs by killing one of their 
Instead of danng to take on the 
:nacing forces like the communal 
mvar (which is gaining a foothold 
»Pradesh),the PWG isconvenicntly 
; soft targets like a lew NGOs, which 
ISC can never be a more dangerous 
Its political strategy than that posed 
mmunal forces - apart from it.s mam 
he Indian state. 

nJRRENCY CRISIS 

ng of Central Bank 
•ves 

Chossiuiavsky writes: 

ust 21. barely one week alter the 
mid-August plunge of Ihc New 
tick Exchange, a consortium of 
inal banks and governments gave 
lovul (under the stewardship of the 
$ 17.2 bn rescue operation to prop 
uii baht. This was the largest hail- 
Ihe Mexican crisis of I994-q5. On 
31, b«cly four days after 'Block 
October 27. a si milar S 2.3 bn emcr- 
m was announced for Indonesia. 
ingtoUieIMF.thesouth-east Asian 
ckages arc imended to avert “the 
if a Mexican type currency crisis". 
7 is granted, however, on condition 
iangkok and Jakarta governments 
ns of ibou.sands of public sector 
and implement tight austerity 

he bail -out temporarily replenishes 
ink reserves with borrowed money, 

: ‘economic medicine’ contributes 




to crippling national economies while 
simultaneously weakening the ability of the 
monetary authorities to defend their 
currencies agaiistftirtherspcculati veal tacks. 
The real economy is in a free fall; the IMF 
sponsored 'rescue package' has contributed 
to further heightening the risks of a financial 
meltdown. 

Ironically, rather than 'restoring con- 
ridcncc’, the Thai bail-out has contrihulcd 
to alluring international speculators enticed 
by the large amounts of fresh cash now 
available in the vaults of the Thai Central 
Bunk. Since August 21, a large c.iunk c I the 
S 17.2 bn rescue money has already been 
ransacked and reappropriated by international 
hanks and ftnancial institutions in a renewed 
su.gc of currency speculation in the course 
of October and November. In turn, the Thai 
Central Bank had accumulated outstanding 
contracts of some $ 23 bn on the forward 
market which have to be met within t -c next 
few months. 

The hidden agenda behind the rescue 
packages is ultimately to tear down central 
hanks in south-easi Asia thereby thwarting 
the pns.sihility of financing economic 
development from within. In several countries 
in Africa, eastern Eunrpe and the Balkans, 
central banks have already been replaced by 
colonial style 'currency huards'. I'pderthis 
set-up, monetary policy is administered 
by an expatriate governor appointed bv the 
IMF, 

I'hniugh economic and financial mani¬ 
pulation,south-ca.st Asia's‘economic tigers' 
have been transformed into 'lame ducks'. 
The objective consists in removing the 
remaining ba.siions of trade prolection. The 
latter rather than ‘free trade' had enabled 
several ASEANcountricstodevelopastmng 


export baseac well os accumulate substantial 
foreign currency reserves. 

The currency crisis as well as the policies 
imposed on central bank.s by the IMF are 
conducive to the demise ol the so-called 
Asian Miracle' - which until recently was 
heralded by the Bretton Wood.s institutions 
as a model of economic success. National 
capitalism in .Malaysia and Ibailand is to be 
lorn down: external creditors. IRs as well 
as merthant banks are taking over the reigns 
of monetary policy. 

The large inurchuni hanks arc also invol ved 
in prcpp.ng up central bank reserves by 
iimicrwnting billirns, .fdoliarsof commercial 
loans a. d bond is-.ucs 1; central hanks. 
Iroric.illy thc^e same crediior institutions 
are also routinely involved in currency 
speculation In July 1997. for instance, INC 
B.r-ng iwcll known for ns activities in 
dcrivaiive trade and the forex marketj 
lormally olicicd to underwrite a $ I bn 
Euronote issue for the Central Bank of the 
Philippines (CBPi with a view to propping 
up the peso Two months later in the 
.Septembe- frenzy on /Vsia' s currency markets, 
the CBP sold large amounLs of its dollar 
reserves on the forward nvirkct. a large chunk 
ol this borrowed money was iransfenedback 
into private hands. 

The spa'ulaiors. the IRs and thecommer- 
cral creditors ot Asia's central banks essen¬ 
tially belong to same group of finaiKial and 
banking institutions repiesenungbroadly the 
same interests. No( surpn singly, (he financial 
institutions involved m periodically looting 
central hank reserves also exert pressures 
on G7 government and the IMF to lielp 
developing countries' naonct.^ry authcrities” 
in replenishing their .-aulu with large amounts 
of fresh rminey. 
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IndenNanbenof Wtioleuile 
Pricci (1981-82= 100) 


All Cominodiues 
Primary Artivlei 
Food Articles 
Non-R)od Articles 
Ftiel, Power. Light and Lubricants 
Manufactured Products 
Food Products 
Food Index (computed) 

All Contmoditiei (Average Basis) 
(Apnl 5-October25. 1997) 


Cost cS Uviiig Indices 


Weights 


Qyg UMontti _ 

Latest Pieviotts 1997-98 1996-97 


1996-97 I99S-96 1994-95 1993-94 


100.0 

329.7 

0.2 

3.5 

6.8 

3.0 

6.4 

6.9 

5.0 

10.4 

10.8 

32.3 

339.0 

0.6 

2.0 

8.0 

2.9 

8.0 

7.0 

5.4 

12.7 

11.5 

17.4 

385.7 

-0.1 

0.8 

I2.I 

2.1 

11.0 

9.6 

9.8 

11.9 

4.4 

10.1 

344.9 

2.0 

4.6 

1.8 

5,0 

3.8 

3.5 

-1.9 

15.5 

24.9 

10.7 

370.7 

« 

11.3 

17.2 

7.5 

12.9 

16.9 

3.7 

2.4 

13.1 

57.0 

316.8 

« 

2.8 

4.4 

2.2 

4.3 

4.9 

5.0 

10.7 

9.9 

10.1 

324.8 

-0.2 

5.9 

7,7 

5.1 

13.3 

14.1 

-0.7 

8.1 

12.3 

27.5 

363.3 

-0.1 

24 

10.7 

3.0 

11.7 

11.1 

6.3 

10.6 

7.0 

100.0 

.325.3 

- 

5 8 

5.7 

4.8 

5.6 

6.4 

7,8 

10.9 

8.3 


Latest Variation (Per Cent) 

Month Over Over 12 Months Fiscal Year So Fat 
Month Latest Pievious 1997-98 1996-97 


Poiot-to-Point 

1996-97 1995-96 1994-95 1993-94 


Industrial Workers (1982=100) 359> 

Urban Non-Man Emp (1984-85=100) (Fbr 1996-97) 291^ 
Agri Lab (1986-87=100) (Unk factor 5.89) 262> 


Money and BanUng (Rs croie) Oct 10._ 



9.9 

8.3 

III 

11.2 


Over Month Over Year 


Money Supply (Mj) 75221 

Cunency with Public 14051 

Oeposits with Books 60790 

NeiBwkQeditiDGovr .31062 

Bank Oedii to C^ominl Sector 38305i 

Net Foreign Exchange Axseii 11620! 

Reserve Money (Oct 24) 20719 

Net RBI Credit to Cenoe (Oct 24) 1146.31 

RBlCiedilloBkx/ConiffiSect(Oct24) 13.53: 
Scheduled Commeicial Banks Oct 24 
Deposits 54743! 

Advances 28442! 

Non-Food Advances 27420* 

bivestments 222321 


Index Nninbcrt of Industrial July 

Pradnetien (1980-81=100) Weighu 1997 


13116(1.8) 

1008(0.7) 

12423(2.1) 

-.3I85(-I.0) 

7251(1.9) 

1281(1.1) 

4694(23) 

1667(1-5) 

325(2.5) 


106732(16.5) 

16929(13.7) 

91963(17.8) 

33769(J2.2) 

.37267(103) 

25534(28.2) 

-17641(9.3) 

-10391(-8..3) 

-44(-0.3) 


52030(7.4) 

8079(6.1) 

43391(7.7) 

21803(7.5) 

7702(2.1) 

13289(12.9) 

7146(3.6) 

-6065(-5.0) 

2HX2.I) 


Variation 
fear So Par 
1996-97 


4147.3(6.9) 

532,5(4.5) 

33534(7.0) 

-l907.3(-7.4) 

II4I(0..1) 

8528(10.4) 

-4908(-2.5) 

626I(S..3) 

-l5233(-52,9)- 


96176(15.9) 

14175(12.0) 

82107(17.0) 

31038(12.0) 

30706(8.9) 

20773(253) 

5587(2.9) 

1934(1.6) 

1.5.557(-.54.0) 


72581(13.7) 

17577(173) 

55042(12.9) 

.35360(15.9) 

51925(17.7) 

3109(3.9) 

25176(14.9) 

19855(20.1) 

8747(43.6) 


1994-95 


97019(223) 

18380(22.3) 

77781(223) 

18301(9.1) 

54949(23.1) 

24420(44.7) 

30610(22.1) 

2130(23) 

8067(67.2) 


5519(1.0) 84612(183) 41840(83) 29008(6.7) 71780(163) 46960(12,1) 71726(22.8) 

6076(23) 29068(11.4) 6021(23) -13.39(03) 24387(9.6) 42455(20.1) 47144(28.7) 

4766(13) 27604(11.2) 3405(1.3) 2381(1.0) 26580(10.9) 44938(22.5) 45776(29.8) 

.3516(1.6) 44041(24.7) 31815(16,7) 13505(8.2) 25731(15.6) 15529(10.4) 16731(123) 


Fiscal Year So Far _ Fiscal Year Avenmes _ 

997-98 1996-97 1996-97 1995-96 1994-95 1993-94 1992-93 1991-92 


(jeneral Index 
Mining and Quarrying 
Manuwmiring 
Ekctricily 


100.00 3113 303.7(7.1) 287.7(10.5) 302 1(6.5) 28.3.6(11.8) 253.7(9.4) 2.32.0(6.0) 218.9(2.3) 21.3.9(0.6) 

11.46 268.5 268.0(8.1) 248.0(1.7) 269.7(0.9) 267.3(7.4) 24«.8(7..5) 2.31.5(3.5) 223.7(0.6) 222.5(0.6) 

77.11 308.5 301.5(8.6) 285.3(133) 299.3(7.8)277.6(13.1) 245.4(9.8) 223.5(6.1) 2l0.7(2.2)206.2(-0.8) 

1143 373.1 365.6(6.2) 344.1(2 .5) 352.9(3.8) .340.1(8.1) 314.6(8.5) 290.0(7.4) 269.9(5.0) 2.57.0(«.5) 


Trough Peak 



Nov 7, 

Month 

Year 1997-98 So 1 

Capital Market 

1997 

Ago 

KTMEjTOT'TIlS! 

nUBWtliUHBi 


BSE Sensibve Index (1978-79=100) 

3747(2Z2) 3909 3067(-l0.5) 

3427 

4548 

2745 

rrr:^ 

3361(-0,2) 

3367(32) 3261(-13.7) 

BSE-100 (1983-84=100) 

1619(18.0) 1692 I372(-II.8) 

1489 

1980 

1217 

1843 

1464(-5.5) 

1549(-3.5) 

1606(-12.2) 

BSE-200 (1989-90=100) 

364(19.7) 379 304(-11.4) 

333 

440 

273 

413 

328(-5.0) 

345 (-62) 

368(-18.2) 

NSE-SO (Nov 3. 1995=1000) 

1075(22.9) Ills 875 

970 

1293 

788 

1196 

nn 

na 

na 

SkhuSa GDR tadex (Jan 2. 1995=100) 

99626 na na 

Itt 

m 

na 

Itt 

na 

m 

na 

PnrcigD Trade August 

1 1997 

_Flisal Yttf SilEu_ 

1997-98 1996-97 

1996-97 * 

1995-96 

1994-95 

1993-94 

1992-9.3 


I Exports; Rsenre 9572 49766(4.2) 

US $ mn 2665 13894(2.0) 

1 Inpofts: Rs crore 10717 57608(8.4) 

, US $ mn 2984 16083(6.2) 

' Non-POL US Smn 2345 12791(13.7) 

' Balance of Trade: Ri crore-1146 -7842 

US S mn -319 -2189 


47776(22.5) 117525(10.5) 106353(28.6> 82674(18.5) 
1.3617(9.7) 33106(4.1) 31797(20.8) 26330(18.4) 

53148(16.8) 136844(11.6) 122678(36.3) 89971(23.1) 
15148(4.6) 38548(5.1) 36678(28.0) 28654(22.9) 


II253(-4.t) 

-5372 

-1531 


2893U-I.0) 

-19319 

-5442 


69751(29.9) 53688(21.9) 
22238(20.0) 18537(3.1) 

73101(15.3) 63375(32.4) 
23306(6.5) 21882(12.7) 


29214(28.5) 22727(29.5) 17552(11.2) 15782(113) 
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Veriatipn* 

Fuiuign Caehangc 
Bwrrvii (txchiding gold) 

1997 

1996 

1997 

Month 

Ago 

Yew 

Ago 

JBuiU. 

1997-98 

:«rS9ftf 

1996-97 

Rs crate 

US Smn 

95610 
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COMPANIES 


EPW Research Foundation 


ACC 

Rising Costs 

THE fduniry'.v cumcnt ccimpiiiiy. 

Associated Cement Companies (ACC), 
pcrfonticd poorly liimnp l9‘.)6-97. Difnculi 
market conditions and sharp increases in 
tninsportai ion costs and prices of major inputs 
such as coal and power liKik their loll ofihe 
company'sboitnmlinc. The company's woes 
were comimundcd when the cement industry 
Itself witnessed atiowmumdunnjiihe second 
half of the year under rev ew. Cenamt prices 
crashed in most parts ol the country. 

Though the company's net sales and value 
of production improved by 6.2 per cent and 
5.3 percent, re.spcctivciy. over the prcviou.s 
year, operating profit fell hy ,^.i per cent. 
•Steen increases in interest charges (up 20.6 
per cent), depreciation provi.ston (up 25.6 
per cent) and lax provision (up 79.8 per cent) 
led to a drastic fall in net profit (down 6K.H 
per cent). 

Though the company's sale volume 
increa.scd hy 2 4 per cent to 9 19 mn tonnes 
during the year, average .salas rcali.sation fell 
.sharply mainly because price.s in 
Mahiuashtra. Madhya Pradesh. Punjab and 
Himachal Pradesh-which account fur about 
46 per cent of the company's total sales - 
were dcpres.scd. Purthcr. pnccs also fell 
drastically in the north and the ea.s(. where 
the company supplies about 22 per cent ol 
its cement. 

With many State ElecHriciiy Boards (SEBs) 
increasingihcirpoweriariBsdunng l9%-97 
- by roughly between 8 and 12 per cent - 
(lie company's power costs i ncrca.sed sharply. 

Following the issue of bonus shares i n t he 
ratio of three shares for every five held 
Juring the year, (he company's equity has 
increased toRs 136.8crure. Keepinginmind 
heiowerearnings, the company has reduced 
he dividend rate from 70 per cent last year 
o 30 per cent. Earnings per share fell 
Jrastiedly from Rs 267.9 to Rs SI.R. due 
o the dual effect of the increase in equity 
IS well as the fall in earnings. Book value 
oo was lowcrat Rs 733.3 per share compared 
oRs 1,113.7 per share in the previous year. 

ACC plans to terminate operations at its 
)hupcndra cement plant in Haryana due to 
lepleted limestone in the Malla quarries. It 
las been finding it increasingly difficult to 
astain production during the last financial 
•ear in these quarries. 

The company completed the efficient dry 
iroccss project at Lakhcri with a capacity 
■f 0.4 mn tonnes per annum (mipa) during 
K year under review and also commenced 
iai runs on the same. The new 1.2 mtpa 
linkering facility at Kymonc is expected to 
: commissioned in IW7-98. Following the 


lull stabilisation ofihe first 1.2 mtpa kiln, 
(he existing wet pr(x.'ess kilns at Kymore 
have now been rciined. The modemisarion 
and aiigmcnuition of Portland slag cement 
grinding capacity to 0 6 mtpa ?t Sindn is 
c .peeled to be coinplclc i by the end of he 
year Capacity augmentation through addi¬ 
tion ot a new grinding plant of 0.6 mtpa 
capacity is already under implcmcnuuion at 
Tikana in lltiar Pradesh. The comp.iny is 
also adding a new lly a.sh grinding mil] at 
Madiikkarai in order to improve grinding 
capacity The projects for fly ash storage and 
handling at Kopar and capacity optimisation 
at Madukkurai. meanwhile, have already been 
completed. 

The company'.s dismal performance has 
continued during the first half cf the current 
year. With ihe continuous slow down in the 
cement industry, the company's cement 
production declined by 8 per cent to 2.41 
mn tonnes dunng (he first four month.s. 

Following the 12 per cent hike in railway 
freight in the 1997-98 railway budget. Ihe 
company's iran.sportation co.sl.v are hound to 
go up. The increase in pnccs ol peirolciim 
products IS aLo expected to alleci ihc com¬ 
pany’s proliubility, 

The comnaiiy’s .share price, meanwhile, 
quoie.s at arounc Rs l,.f(X) on Ihc bourses, 
discounting its 1996-97 earnings per share 
by 25.1 times. 

ASHOK EEYLAND 

New Projects 

The flagship company of the Hinduja 
group, Ashok Lcyland managed to post a 5.2 
per cent increase in net profit on a 21.9 p-f 
cent increase in net .sales in 1996-97. While 
value of production improved by 25.9 per 
cent over 1995-96, the company's operating 
profit surged by 24.9 per cent. However, 
sharp increases in interest charges (up 36 per 
cent), depreciation provision (up 20.1 per 
cent) and tax provision (up 56.6 per cent) 
restricted the increase in the company's 
bottomline, 

I'hc company increa.scd (he dividend rale 
from 40 per cent lust year to 50 per cent 
following a rise in earnings per sftarc from 
R.s 9.5 to Rs 10 Book value too edged up 
from Rs 84.7 per share to Rs 89.7 per share. 

In volume terms, the company's suic.s 
improved hy 16 per cent from 37,470 vehicles 
in 1995-96 to 43,530 vehicles in 19%-97, 
thus enabling it to increase ii.s market share, 
albeit marginally, by 0.5 per cent. 

The slowdowninthcau (omobilcs i ndustry 
teems to have affected Ashok l-eyland Uhi, 
with uics dunng the first four months of 
the current year falling by .30 per cent over 
(he corresponding period last year, from 


I l,872vehiclcsto8,273 vehicles Inventory 
levels too have increased from around the 
normal three weeks level up to n.xund five 
to SIX wcek.s. The company has cITccied a 
23 per cent cut inovcrall production. Consc- 
quciitlv. production dunng the first four 
inoiillis of 1997-98 .stood at 10,000 vehicles 
as compared to I3.4(KI vehicles in the same 
period Inst year. 

The lower sales level, however, seems not 
‘o have deterred the itnnpany in ns investment 
pla-Ks. It IS planning to invest up to Rs 650 
crore for incixnising the capacity of its I losur 
(I and II) plants. Around Rs 4.50 crore have 
already been spent for this purpose. The 
company now plans to add to its range of 
vehicles hy introducing 14-ionne and 
16-tonnc vehicles. 

Ashok l-cylund also plans to invest about 
$ 500 nin in Tamil Nadu and is awaiting the 
.s.'inction of land by the .slate government. 
Reportedly, Ihc government ha.s already 
identitlcd land beyond Snperumhudur, to 
the south ol Chennai, tor this purpose. The 
company has aJ.sj' joined bands with Fun 
Avlo of Italy lor bidding for power projects. 
Of the nine locutions for which fresh tenders 
for shun gestu.ion liquid fuel projects were 
invited. Ashok Lcyland h.'s hid lor ei^.h! 
.'ii.i.s witli ciip'jctlics ranging fnirn 80 MW 
K, 1.5(1 MW, 

The company also (vlun.s to further expand 
and upgrade its bu.s range by introilueing 
li'w-floo: and Ingh capuciiy double-deckers 
for more diversified public transport 
solutions It IS also ungradinga'Itts engines 
to meet lorcsecabi; emission norms. The 
company developed ’.he coumry's lirst 
compre.s.scd nuiurul gas-powered bu.s, run 
suecessitu'ly by HE.ST 
Meunwliile.lhe range expansion of Cargo 
vchlclcsis icporledly on course, and promises 
to produce .i greater spread ol mixle.m trucks 
for light to nK-Jiiim rluty haulage. 

The cti.iipany'.sshaa'pncccurrenily quotes 
at around Rs 70 on the .stock exchanges, 
discounting its 1996-97 ciu’nings per sb;uv 
by seven tunes. 

ORIENT PAPER AND INDU.STRIES 

Modernisation Programme 

ARC Birla group company. Orient Paper 
and InJustncs, saw a dismal performance in 
1996-97. While net sales and value cf 
production fell hy 2.9 per cent and 2.8 per 
cent, respectively, over the previous year, 
operating profit fell drastically by 48.3 per 
cent. With interest charges rising by 32 per 
cent and depreciation provision being 
higher by 14.2 per cent, the company's 
bottomline fell hy 77 per cent dunng the 
same penmt. 
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Incoate/appraprtalleaa 

1 Ndialcl 212895 

2 Value of pioduclion 21.1661 

3 Other Income 5215 

4 Timil incime 218876 

5 Raw materiolt/ttoies and 

ipaier coMumed 52666 

6 Other mtuiurocUiring expenses 52764 

7 Reiituneralion to employees 16041 

8 Other expenxex 69.342 

9 Openainf profit 28063 

to Interest 11829 

11 Oroff profit 166.34 

12 Depreciation 79.35 

13 Profit before ua 8288 

14 Tax provision 1200 

15 Profit after tax 7088 

16 Dividends 4110 

17 Retained profit 2978 

LUMliUca/oiseU 

18 Paid'Up capital 1.3683 

19 Reserves and surplus 866.59 

20 Long-term loans 69554 

21 .Short-lemi loans 24844 

22 Of which hank borrowings 22494 

23 Grots fixed osscls 201078 

24 Accumulated depreciation 57546 

25 Inventories 27909 

26 Total ossets/liabilities 265262 

Miictllanctras items 

27 Excise duly 34027 

28 Gross value added 45I.5U 

29 Total foreign exchange income 5134 

30 Total foreign exchange outgo 7674 

Key finsnrial and performance ratios 

31 Turnover ratio 

(tales to loial assets) (%) 80 26 

32 Sales to total net assets (%) 109 32 

.33 Gross value added to 

gross fixed assets (%) 22 45 

34 Return on invcsliiKnt 

(gross profit to total assets) (V(4 6 27 

35 Gross pnifit to sales 

(gross iiiargm) (91) 7.81 

36 Operating profit to sales (9) 13 18 

37 Profit before tax in sales (%) .3 89 

38 Tax provision to 

pmni before lax (%) 14 48 

.39 Profit after tax to net worth 

(leiuni on equity) (^b) 7.06 

40 Dividend (%) 30 00 

41 Eanung per shore (Rt) 51.80 

42 Book value per sliare (Rs) 733 33 

43 P/E ratio (bmd on latest and 

corresponding last year's price) 25 10 

44 Debt-equity ratio 

(adjusted for revaluation) (%) 69 32 

45 Short-lenn bank borrowings 

to inventories (%) 80.60 

46 Sundry cicdiion (o 

suodty debtors (%) 179.20 

47 Total renwneralion to employees 

to grou value added (%) .35.53 

48 Total remuneraitsm to employeei 

to value of production (%) 7.51 

49 Gfoai fixed asseu formation (%) 26.0.3 

50 Growth In inventories (5b) 2.69 
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FoUowiog the sharp fall in earnings per 
share front Rs 36.3 to Rs 8.3, the company 
decided to cut the dividend me from last 
year’sdO percent to 23 percent. Book value, 
meanwhile, moved up from Rs 118.9 per 
share to Rs )24.8 per share. 

With the paper industry going through a 
severe depression, the liberalisation of 
imporu and substantial reduction in import 
duties resulted in competition from imported 
paper. While prices of paper came under 
pressure during the year under review, the 
increase in prices of raw material like bamboo 
and inputs such as coal and power resulted 
in a continuous rise in cost of production. 
The increase in transport costs only added 
to the company's troubles. 

Further, the company had to resort to a 
longer shut down period (annual summer 
shut) dt both its mills in Amlai and 
Brajrajnagar following the acute shortage of 
water during the summer months. While the 
Amlai mill was shut down for around flve 
weeks, the Brajrajnagar mill witnessed 
breakdowns of machinery (paiticularly in 
Ihc power generation department) and slow 
down tactics by workmen. Consequently, 
ihecompany’s production of paper and board 
fell from 1.28,307 tonnes last yearto 1.13,194 
tonnes, representing a fall of 11.8 per cem. 

The company is Currently pursuing a 
mcxiernisation programme. It has already 
installed a 40 tonnes per day staic-of'the> 
an tissue paper machine for manufacture of 
soft crepe tissue paper of world class quality 
at its Amlai mill, ‘nie machine will be fully 
operational in thecunent year. The company 
also commissioned a 6 MW back pressure 
turbine at the mill, which will reduce power 
costs. Further, upgradaiior rf the Bc.icnt paper 
machine fourdrimer table and installation of 
the additional ESP fur the recovery boiler 
at Amlai were al.so completed during the 
year under review. 

The company's cement division too saw 
a sharp increase in input costs. The sluggish 
market conditions tn the cement industry, 
especially during the second half of the year, 
resulted in severe pressure on maigtiis. 
Production of cement, however, was higher 
at 10,65.353 tonnes companod to 10,27,202 
tonnes produced in 1995-96. 

The company mcTcased the capacity of the 
cement plant by 2.8 lakh tonnes to 11.8 lakh 
tonnes during the year. It isalso implenieMing 
a modernisation-cum-expansion scheme to 
lurthcr increase its cemeni nMnufacuiniig 
capacity to 17.3 lakh tonnes pet annum. The 
scheme envisages setting up addiitonal 
clinkerisacion capacity at its existing plant 
at Devapur and a split gnndmg unit with 
packing facilities of 5 7 lakh tonnes per 
annum at iaigaon in Mahai;^htn. 

The compuiy's share pnoe pteMndy quotes 
at aisMind Rs ISO on the Bombay Stock 
Exchange, discounting i||j> 1996-97 earoinp 
per share by a mere 4.1 limes. 
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External Destabilisation: 

Early Warnings 

The money, foreign exchange and capital markets have witnessed 
skirmishes, reflecting the south-east Asian turmoil. While the general 
impression that Indian markets are by and large insulated from 
external turmoil is valid, there is no gainsaying that both the stock 
markets and the exchange rate are under pressure. This is largely 
because of poor domestic fundamentals, but partly also because of the 
destabilisbig effects of the liberalisation process. 


1 

Policy Perspectives 

THE developments m the money market 
during October were influenced by many 
elements, but the persistence of abundance 
of liquidity against the backdrop of general 
recessionao’ conditions in industry made the 
siuiation appear rather lacklustre. Initially, 
expectations of further casing of the monetary 
situation through the busy season credit 
policy measures with a view to stimulating 
credit demand dominated the money market 
scene. These were reflected in unduly low 
levels of call rates, sloshing around of 
liquidity in short-tenn instruments, and also 
active secondary markettransactionsindaled 
govemment securities. 

Subsequently, when the market 
expectations were fulfilled by the reduction 
in the Bank rate, further slashing of cash 
reserve ratio (CRR) by two percentage points 
though in stages and freeing of term deposit 
rtics of banks, many of the major banks and 
financial institutions (FIs) sought to reduce 
their prime lending rates (PLRs) which now 
rule generally at around l3to I3.5percent. 
The credit policy changes have at so triggered 
some competition between banks and FIs. 
While ICICI and IDBI have entered the 
short-term credit market with PLRs of 12 
per cent and 12.5 percent, respectively, and 
IFCi the medium-term lending arrangement 
with 12.S per cent. State Bank of India ha.s 
p refe r red to compete with FIs with Che offer 
of medium-term loans with maturity of three 
years and above at a PLR of 12.7S per cent 
as against its normal PLR for short-term 
credit at 13 per cent or a.s compared with 
the 13.5 per cent PLR rate prescribed by Rs 
for their three years and above loans. Thus 
though the loan rates have fallen to 
historically low levels, corporates seem to 
consider them still prohibitive as a result of 
(a) unduly low inflation rate of about 4 per 
cent which makes the nomi nat rates of interest 
still look high in real terms, particularly in 
the context of sluggish industrial investment 
and output activity, and (b) competitively 
lower rates of intere.st prevailing in the 


international markets inducing some of 
the bigger companies to seek short-term or 
term credits from abroad. Even within the 
domestic economy, a pre-pondeieni part of 
the commercial banks' lending.s now is in 
the form of low-yielding debt instruments 
like bonds.dcbentures, and commercial paper 
(CP) as also preference shares and equities. 
But iheselaiicrinstruments of borrowing arc 
not available for the medium-size and small- 
scale enterprises. Between March 28 and 
October24,1997,whilenon-foodbankcredit 
has increa.sed by Rs 3,405 crote as against 
Rs2,381 crore during the comparable period 
last year, total flow of bank funds to the 
commercial sector has been Rs 11,157 crore 
as against Rs 3,664 crore last year. Even so, 
the incremental funds flow to deposit ratio 
in respect of scheduled commercial banks 
stands at only 26.7 per cent this year. Apart 
from the large amounts of investments in 
govemment securities, the phenomenon of 
sizeable liquidity circulating around is evi¬ 
dent from the liberal subscriptions made to 
such short-term instruments as 14-day TBs 
and the RBI's repo auctions, which have 
kept the call money rates above the 4-5 per 
cent levels in mo.st part of the month. Even 
these low call rates would not have been 
sustained but fur the availability of such 
short-term marketable imtiuments with yield 
rates around the same levels for the purposes 
of recycling of such large liquidity by banks 
and other players in the market. 

Interestingly, yet another development, 
which exhibit^ some skirmishes in the Indian 
money, foreign exchange andcapital markets 
but not beyond a day or two, relates to the 
lurmml in the south-east Asian currencies, 
as also in the US, European and Asian stock 
markets. While the slock prices have 
recovered the lost ground in the developed 
country markeu, the underlying uncertainties 
in the south-east Asian economies are 
persisting. The general impression that the 
Indian markets have been by and large 
insulated from theseexiernal Uirmolt is valid 
bccauseofthe caution exercised in the process 
of liberalisation, but there is no gainsaying 
that both Indian stock prices and the rupee 


exchange rate have been facing tome 
pressures since then essentially due to poor 
domestic economic fundamentals. What is 
mure, these pressures can be further accen¬ 
tuated even with the elements of liberali¬ 
sation that have already taken place such as 
liberal facilities of portfolio investments by 
Fils and the use of foreign borrowings 
including through different schemes of NRI 
deposits, all of which have at times shown 
destabilising influences. 

The latest policy package contains a 
number of measures which ditcctly concern 
the domestic money market and its gradual 
integration with the markets abroad. In regard 
to the government securities market, signi¬ 
ficant measures have been proposed such as 
the introduction of 28-day TBs, notificalion 
of issue amounts in respect of all auctions 
including those of 364-day and H-dayTBs, 
placing of non-competitive bids outside the 
notified amounts, introduction of uniform 
price auction method in respect of 91 -day 
TBs as an experimental measure, and per¬ 
mission to all categories of Fils to invest in 
dated guveniment secunticvs within the ceiling 
of 30 per cent. It is a moot point if apart from 
creating confusion and uncertainty in the 
yield pattern, the multipl icily ofTBs will not 
create hindrances to the growth of a genuine 
commercial bills market. Likewise, PH 
investments arc known to introduce a degree 
of volatility in (he financiul markets and 
hence it is inadvisable to resort to sovereign 
borrowings through such inveslmenis. More 
significantly, thedcregulationofinterest rates 
on domc.stic term deposits with a maturity 
of 30 days and above is expected to intensify 
competition for deposiu not only amongst 
banks but also between banks and other 
segments of the financial system, which will 
only tend to raise the cost of loanable funds 
in the country, once the current liquidity 
situation evaporates. 

Some further measures have also been 
announced towards liberalising the foreign 
exchange operations of banks such as their 
borrowings and investments and capital 
account transactions such as SO per cent 
retention of exchange earnings in exchange 
earners foreign currency lEEFC) accounts. 
Although cautious and the size of foreign 
exchange involved - about 15 per cent of 
Tier I capital of banks the minimum of which 
is prescribed at 4 per cent of risk-weighted 
capital - appears small, it could still provide 
leway for stimulming speculation. It is to 
be seen how banks and exporters use these 
openings. As of now, only foreign banks will 
be able to borrow and lend abroad and profii 
from arbitraging opportunities between the 
domestic and internatioiM] markctt. 

A measure replete with risks reletes to the 
permission granted fur ready forward 
traiuaciions in PSU bonds and private 
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corporatedebt securities. Againrcprciicnting 
caution, though it allows ready forwards 
only in PSU bonds in dematcnalised form 
andon Slock exchanges, the I992expenencc 
of financial scam through such insirunKnts 
does not yet deserve to be buried. The issue 
and record system of PSU bonds and private 
corporate debt instruments is still amiquiiicd 
andumegulated. In fact, of late, theunhealthy 
system of private placement in such bontb 
has become a dominant feature of the financial 
market. 

Inanuiherdevelopment, the Reserve Bank 
has permitted OTCEI to commence trading 
in government securities, treasury bills and 
public sector bonds. So far, gilt trades routed 
through brokers could be traded only on the 
National Stock Exchange (NSE). Although 
government securities arc listed on the 
Bombay Stock Exchange (B.SE). there is 
hardly any trading on this exchange as the 
market for government securities so far was 
a thin one and therefore more a telephone 
market. With the RBI's stress on retailing 


of government securities and to make them 
more liquid, it was necessary not to restrict 
their trading on stock exchanges. Earlier, the 
RBI had already permiued NSE and SHCIL 
to have an SGL account with it for easy book 
transfer of the gilt-edged paper. 

Other Developments 

The Reserve Bank governor met the stale 
finance secretaries in early November to 
di.scuss issues concerning the management 
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of state borrowings. The intention obviously 
has been to extend the kind of reforms 
introduced in central government's market 
borrowings since 1992; the governmeiH of 
India now borrows thiough the auction 
process and generally pays market-related 
rates on its paper. Moreover, die system of 
automatic monetisation of the govenmicnt's 
fiscal defidts has been phased out over a 
penod of three years and instead a system 
of ways and means advances, stmilar to the 


7 3 

6 7 

7..t 

89 

6.3 

4.4 

22 

2..3 

I.S 

1.3 

1.7 

24 

30 6 

37.0 

20 0 

14 9 

26.7 

54.5 


* Data for reponing Fndayt (RF) arc omitted 


Table 2: Daily QiiorAnoNS w tiiCNS and l.ows or Cau, Rates in Pea Cent Pea Annum; 
Siun.E Statistical CHAAAri EA i s iics 


All Five 

Weeks_ 

of the 

Mniuh 31 24* 


October 1997 
Week Ended 


17 


10* 


All Four 
Weeks 
of the 
Month 


Sc|;teRiber 1997 
Week Ended 


26* 19 


12* 


Mean 

Standard 


6.1 


.3 3 8.: 


6.6 


T 3 


Tabi.i' I Estimated Fi ow or Uouiditv into the Financial System ll king Octobea 1997 


(Rupees mirrt 


Week-Ended 


3| 



24 



17 



10 



3 

Hem 1 

Inflow Outflow 

Net 

Inflow Outflow 

Net 

Inflow Outflow 

Ncl 

Inflow 

Ouiflow 

Ncl 

Inflow Outlfow Net 

14-day T hills (Auction) 

2400 

200 

2200 

4350 

2400 

1950 

2350 

4350 - 

■2000 

5400 

2360 

.3040 

255 

5400 -5145 

91-day Tbilli (Auction) 

.300 

.too 

- 

.500 

.300 

200 

400 

.300 

100 

.300 

.300 

- 

.300 

300 

.364-ilny T bills (Auebon) 

- 

- 

- 

151 

500 

-.349 

- 

- 


834 

2092 

-1258 

- 

- 

Coupon Payments 

462 

- 

462 

797 


797 

418 


4t8 

265 

• 

265 

143 

143 

Net Foriegn Asacts (voriabon) 

198 

- 

198 

721 

- 

721 


168 

-168 

1483 

‘ 

1483 

106 

106 

Govt Market Bonowing* 

- 


- 



- 


- 


- 

2368 

-2.368 

124 

- 124 

CRR Paymenii 

1200 

- 

1200 

• 

• 

- 

• 

• 


• 


- 


- 

Total 

Memo Hemt 

4.560 

.500 

4060 

6519 

3200 

.3319 

3168 

4818 - 

-16.50 

8282 

7120 

1162 

928 

5700 -4772 

Open Marimt Opentioni (RBI) 

u 

820 

-820 

- 

* 

- 


- 

• 

* 

2 

-2 


* w 

R^ by RBI 

• 

8975 

-8975 

• 

* 

• 

4805 

“ 

4805 

2800 

5105 

-2.305 

• 

2000 -2000 

• 


Mhw: a negative sign implies net outflow. - means nil • Tentative estimate based on preceding week 


29IS 


a nt 




I < 1007 







Cmw C: Yuld Ciwves xm 364-Day TuASuir Bilu and Dayed SBCunims: Day of Maximum 
Transaitkim (OrroRER 22) r» OnDseR 1997 


s. 

t 

w 

2 

33 

? 



Dated Securitiei 
(Loll maturity in 2010) 




5 - 


3 -^ 


- 364-Day Treasury Bills 
^ (Last maturity in Oct 98) 


Pcnod to Maturity in Ascending Order 


States, to accommodate government’s s))ort- 
tennmismatcheshasbeenestablished. While 
this has introduced a degree of autonomy to 
the RBI in the conduct of monetary policy, 
the state governments still borrow at a fixed 
coupon rate and in a manner where all states, 
irrespective of their financial standing, are 
clubbed together at the same coupon rate 
whereas, if allowed to go to the market 
separately, well-managed states may be able 
to raise funds at a finer rate. The RBI's 
meeting with statcofficials discussed a wide- 
ranging set of issues: some flexibility for a 
limited amount could be examined in regard 
to each state government to access funds 
through auction within the borrowing 
programme; theexistingagreements between 
states and the Reserve Bank in regard tocash 
and treasury management would have to be 
reviewed to provide more freedom to states; 
on the proposal tor considering a possible 
ceiling on debt, the RBI was reijiiested to 
prepare adetailed technical paper for circula- 
tionamongstaiegovenitnenis; it was decided 
toconstituieatecbnical committee to examine 
the issue of state government guarantees in 
all its aspects; and at the request of the state 


governments, it was decided that the RBI 
will work on the pros, cons and detailed 
modalities of theConsolidatedSinkingFund 
and communicate them to the state govern¬ 
ments for iheir consideration. A question 
that does arise is that these reforms are being 
pushed under the impulse of stabilisation 
and structural adjustment programmes and 


not by aieview of the developmental needs 
of the states vis-a-vis the centre. 

n 

Can Money and Forex Markets 

The October month witnessed considerable 
volatility in call rates (Graph A). The 
weigitted average of coll rates, which had 
ruled at 7.8 per cent during the week ended 
October 3 as a result of the absorption of 
liquidity inothershoit-tertninsiniments such 
as 14-day tieasuiy bills (TBs), dropped to 

3.4 per cent during the next week ended 
October 10. In fact, between October 7 and 
lO.call rates dipped toO.SO percent following 
the RBI’s decision to refund the large 
oversubscribed amounts for state loans; the 
RBI also injected nearly Rs 1 ,S00 crore into 
the system through foreign exchange 
purch^ operations (Table 1). 

In the subsequent two fortnights, the cash 
outflows from banks due to the festival season 
dominated the liquidity situation and pushed 
up albeit temporarily the coll rates. During 
the week ending October 17. call rates 
remained mostly within the range of 5.3 to 

7.5 per cent, except in the late afternoon of 
October 13 when the rates ascended to 11 
percent as the system experienced on outflow 
of Rs 4,0(X) crure on account of 14-day TBs 
auction; this attracted some use of RBI 
refinance by banks. During the next two 
weeks ended October 24 and October 31 call 
money rates remained high mostly in the 


Table 4: AumuNS or 14 -Uay Treasury Biu. 

(Ahuiuhi III niprrs t riirr) 


Date of 

Bids Tcndeied 

Bids Accepted 

.Sub.scnptiun Cut-off 

Cut-off Amount 

Au^'tion 




Involved 

Price 

Yield Outstanding 


No Face Value 

No 

Face Value 

on PDs 

(Rupees) 

Rale on Date of 


(Amount) 


(Amount) 

lAinount) 


(Per Cent) Auction 

(1) 

(2) (.3) 

(4) 

(5) 

(6) 

(7) 

(8) (9) 


1997 

October 3 

3 

2352.00 

2 

2350 00 

10.00 

99.8) 

4.95 

7860 


(1) 

(100) 

(1) 

(100) 





October 10 

■ f 

4352,00 

4 

4350.00 

5.00 

9981 

4.95 

7015 


(1) 

(200) 

(1) 

(200) 





October 17 

3 

2400.00 

3 

2400.00 

100.00 

99.81 

4.95 

7055 

October 24 

2 

200 00 

2 

200,00 

0.00 

99.81 

4,95 

2700 

October 31 

600 

4725 00 

6.00 

4725.00 

80.00 

99.8) 

4 95 

5105 


(I) 

(100.00) 

(1) 

(100.00) 






Figures in parentheses in cols 2 to S repfesenl nunibeis and amounts of non-compelilivc bids which 
ore not included in the total. 


Table 3: Call Money Rates 

(Per cenl i>er uiitium) 










Items 

31 

24(RF) 

17 

I0(RP) 


26(RF) 

19 

12(RF) 

5 

Weekly range 

2.50-8 VI 

5.00-9.50 

5 50-10.00 

0,10-5.75 

4.25-9.25 

1.30-10.50 

5.00-I0..50 

0.10-9.00 

t.00-8..50 


(1.50-8.00) 

(0.10-11.0) 

(9.00-10.25) 

(0.15-10.25) 

(10.4-10 9) 

(0.25-10.95) 

(10 2.5-11.00) 

(0.25-7.25) 

(5.50-7.00) 

Weekend (Friday) 

na 

5.00-7,00 

6.50-7..50 

0.7.V2.00 

4.25-6.50 

1.50-6.00 

9.50-10.50 

0.10-10.30 

1.00-2.00 

Weekly weighted 

(1 50-2 50) 

(0 10-0.25) 

(9 00-10.00) 

(0.15-0.60) 

(10 4-10 7) 

(0.25-0.30) 

(10.50-10.80) 

(0,25-0.50) 

(5.50-3.75) 

average* 

na 

7.83 

6.17 

3.39 

7.76 

7.36 

8.79 

5.17 

4.97 

DFHI lending rates 

(4.79) 

(9.35) 

(9.55) 

(8.90) 

(10.78) 

(J0.55) 

(10.4.3) 

(6.00) 

(5.7.5) 

(range) 

na 

5,50-9.90 

5.80-10.50 

0.75-6.50 

4.25-9.75 

I.SO-IOJO 

7.00-10.50 

1.75-10.25 

1.25-8.50 


(0.50-9.00) 

(8.10-10.90) 

(9.00-10.25) 

(0.40^10.50) 

(9.05-10.90) 

(I.00-I0.9S) (10.00-10.90) 

(0.50-7.50) 

(3.75-7.00) 


* Weighted average of borrowing rales reported to the RBI by lelecicd banks and DPHI, weighit being propottionDl to anwunis borrowed. 
Figures in the parentheses repteseM weekly range during similar period last year. 


Noveinba 15. 1997 









range of 7.S to 9.5 per cent (Tablet 2 and 3). 

The call money market witnessed the debut 
if a weighted average call rale by STCI fmm 
3ctober I and also a Mumbai Inlerbanlc 
Dvemight Average (MIONA) rale put out 
ly a news agency which is the composite 
weighted average rate drawn from rates 
laniacted by IS institutions and banks. In 
he latter case, (he weights are apparently 
rased on balance sheet date transactions. 
Fhe latest weighted rates have been 7.80 per 
rent in respect of the STCI and 7.89 per cent 
n respect of Reuters. 

Market 

The foreign exchange market, on the other 
land, showed initial resilience to the hap- 
icnings in south-east Asia. First, (he .spot 
ates remained more or less steady at 
ts 36.20 to adollar through the credit policy 
innounccmcnt. The forward premia fell 
mmediately after the policy announcement 
in news of reductions in interest rates but 
ose .sharply thereafter probably on short 
rovering by banks and corporates. Premia 
or six months rose from 5 7 per tent to 6.3 
lercent. Spot rupeetoo weakened to Rs .36.30 
I dollar but soon recovered and stabilised 
it Rs 36.25 a dollar till the south east A.sian 
nsis surfaced towards the end of the month. 

llic crisis brought some anxiety in the 
narket. Although the immediate impact was 
cit only on the National Slock Exchange 
NSB) on October 28 when NSE-SO tell by 
iver 60 basis points in a single day, the forex 
narket faced uncertainty on expectations ol 
11s' withdrawal from the Indian market 
rhich would bring a further fall in share 


prices and also pressure on the forex market. 
The markets the world over, however, re¬ 
covered the very next day and so did the mar¬ 
kets in India. Thespot rupee declined slightly 


on account of thin market which was even 
thinner due to akmg wedtend forDiwali. The 
.spot rupee climbed down from Rs 36.20(25 
uiRs36.40adoIlaronOctober 31 (Graph B) 


TAtLL6. AumoNs (It .SM-Dav Tulasury Bus 

(Amitwil in rupees crore) 


Dote of 
Auction 

Bids Tendered 

Bidfi Accepted 

Cut-off 

Price 

(Rupees) 

Cut-off 

Yield 

Kale 

(Percent) 

Amount 
Outstanding 
on the Dale 
of Auction 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

1996 








Ocloher 9 

27 

879.00 

2,3 

834 00 

88 80 

12.61 

4434 

Ociobcr 2.3 
1997 

.S4 

1285.0.3 

5 

1.51 00 

89.21 

12.10 

5257 

Ociobcr 8 

62 

2212.00 

58 

2092 00 

92.19 

8 47 

16769 

October 22 

76 

2444 00 

9 

280 00 
(inoj 

92.61 

7.98 

16998 


Figures in the bracket represenis devolveiiient on pmiiary dealers. 


Tabu-- 7 Aiktioss ot Rtros by RBI 

(Atiujuni m Kupees entre) 


Date of 

Number Bids Tcmiercd 

of 

Bids Accepted 

Cui-off 

Repo 

Rale 

(Per Cent) 

(7) 

Waghled 
Average of 
Repo Rale 
(Percent) 

(8) 

(1) 

Days No 

Repo 

(2) (3) 

Face Value 
(Aniiiunll 
(4) 

No 

(sS) 

Face Value 
(Amoum) 
(6) 

1997 
■Sepi 29 

4 1 

2(8)0 00 

1 

2000 00 

4 35 

4 35 

Oct 3 

3 1 

.too.oo 

1 

300.00 

4..30 

4.30 

(Kl 6 

1 2 

525 (81 

1 

.500 00 

4.25 

4.25 

Oel 9 

4 33 

430.5.00 

33 

4305 00 

4.25 

4.01 

Ocl 13 

Oct 16 

Oct 20 

Ocl 23 

Oct 27 

No Bid Kcccivcd 

No Bid Received 

No Bid Received 

No Bid Received 

4 18 66.50.U() 

9 

527.5 00 

4 00 

3.99 

Oct 29 

4 6 

4400.00 

4 

3700 00 

4.00 

4.00 

Total 

61 

18180.00 

49 

16080 00 

4 12* 

4 05' 


V weighted by cols 6 and 4 respeeuvely. 


Takii S Auctions ok VI-Dai Tkkasi'iiv Biu.s 


lAmanm in rupee’ cruret 


lale Ilf 
uclinn 

(1) 

Notified 

Amount 

(2) 

Bids Tendered 

No Face Value 

(Aiiiouni) 
(3) (4) 

Bids Acccpied 

Ni. Face Value 
(Amount) 
(.5) (6) 

.Subscnpiion 
Devolved 
on RBI 
(Aniounl) 
(7)* 

Cut-off 

Pnee 

(Rupees) 

(8) 

Cul-tiff 

Yield 

Ra(c 

iPei Cent) 

(9) 

' mount OuisuiRbng 
on the Dmc of Aucuoo 

Total 

(10) 

With RBI Outside KBI 

(It) (12) 

996 












clober 4 

500.00 

II 

319.40 

12 

270 (Kl 


97 52 

10 17 

65(K) 

1.30 

6370 



(1) 

(200) 

(1) 

(200) 

(4 08) 

[97 53) 

110 13] 




ctober 11 

5(8100 

42 

9bK()g 

17 

472 81 

0 tH) 

97 54 

10 09 

65(8) 

156 

6.344 



(2) 

(275) 

(2) 

(27 19) 


[97 .57) 

|9 96) 




clober 18 

,500.00 

28 

675 64 

17 

,«)3 96 

0.(8) 

97 55 

10 05 

6.500 

156 

6344 



(3) 

(300) 

1.3) 

(196.04) 


|97 .5(.| 

IfO.O) 




clober 26 

500 00 

37 

857.(8) 

9 

4IU.89 

0 <H) 

97.84 

8 *3 

6.5(8) 

156 

6.344 



(1) 

(200) 

(1) 

(89 II) 


(97 88) 

IN 6) 




ovember 1 

.500.00 

88 

1965 26 

15 

488.40 

0.00 

98 61 

6,92 

6500 

156 

6344 



(1) 

(.501 

(It 

(II 60) 


[9S 3»t 

{6 79) 




m 












ctober 3 

300.00 

9 

227.(8) 

4 

205 00 

0X10 

98 31 

6 88 

4200 

50 

4150 







(95) 

198.311 

16.88) 




clober 10 

300.00 

6 

60.00 

6 

58 77 

0 00 

98 31 

6.88 

42(8) 

50 

4150 



ID 

(2.50) 

(I) 

(241,2.31 


|98 31) 

16.88) 




ctober 17 

3(X).00 

It 

328.(8) 

II 

1,54 33 

0 00 

98 31 

6 8K 

4100 

50 

40.50 



(2) 

(400) 

(2) 

(145,62) 


(98,311 

|6 881 




Clober 24 

300.00 

5 

335.00 

1 

128 57 

O.(H) 

98 4'’ 

6 22 

39tX) 





(2) 

(4001 

(2) 

(171 4.3) 


198.471 

(6 22J 




Clober .31 

300.00 

6 

530 (81 

3 

2(8)66 

0 00 

98 47 

6 22 

3918) 





(1) 

(2.50 00) 

(1) 

(99.34) 


198 47) 

16 22) 





nm in paienthe«et in cult .3 to 6 rcprewnt nuinben and amoonu of Doo-compeutiire bub which are nut included m the loul 
Brackett figures in col 7, if any, relate to dovolvemeni on primary deakn. excluuvc of RBI 
"ures Iq the square brackets under cols 8 and d represent weighted average price and respeciisc yield 


If 
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and remained there for the rest of the month. 
There wai a ihup increase in the demand 
for forward dollars of six-months to onc- 
year maturity. This was mainly on account 
of hanks buying forward dollars in India and 
their branches in Sin^tapute or Hong Kong 
selling forward dollars offshore thus making 
a clean arbitraging profit. It could also be 
that trading banks which had gone short on 
forwards before the credit policy were 
srpiaring off their positions. 

The Indian currency's resilience could be 
attributed to several lactors. the chief ones 
being low current account defici ts and I ndia 's 
status with regard to exchange control. 
PUither, while RIs sold off a part of their 
holdings to be liquid in case (heir offshore 
offices required redemption support, the 
actual outflows never occurred as Indian 
investments in the total portfoliosof RIs still 
remain minuscule. In fact, barring a day or 
so. Fils' portfolio investments in the country 
continued to remain positive. This was 
evident by the fact that the RBI had to 
continue to buy albeit small amounts from 
the mailcet in the last couple of days of 
October. At the same time, it also intervened 
on the sell side on six-month forward where 
the rates became volatile in the aftermath of 
the south-east Asian currency rrisi.s. 

Ill 

Primary Market 
Dated Securities 

There was no new flotation after September 
as the central government had completed a 
pre-ponderant part of its borrowing 
progrunme and the state governments fully 
for the current fiscal year with their second 
tranche achieved on October 6. 

The central government could rai.se the 
balance amoum cither through treasury bills 
or one more sale of bonds, perhaps an 

Tasle 8. Reiv TsANSAcnews in CjOvshnuent 
Pateii (OTHEk Tuan wrm the RBI) - 


OcToBEk 1997 

Repo Period 

Amount 

Range of Weighted 

in Number 

Involved 

Imereti 

Average 

of Days 

(Rs Crore) (Per Ceiu 

(nteresi 



Per 

Rote (Per 



Annum) 

Cent Per 




Annum) 

A Dated Sccoritie.T 



3 

225 00 

2 00-9.00 

5.84 

4 

80.00 

3.25-8.25 

6.16 

3 

15.00 

3.25 

.1.23 

6 

10 oo 

5.15 

.5.13 

10 

10.00 

7.25 

7 25 

12 

144.00 

5.75-8.90 

7.24 

14 

117.00 

6.7.5-8.00 

7. .15 

16 

144.00 

7 2.5-7 75 

7.51 

28 

.10 00 

7.00 

7.00 

AM lasoes 

795.00 

2.00-9.00 

671 

B .164-Day TBs 



lAII bsoes) 

412.00 

2.00-9 25 

5.84 

C 91-Day TBs 




(All issues) 

265 00 

8.75 

8.75 


inflation-IMed index bond (IIB). HefitmiKe 
minister in his budget for 1997-98 had 

announced that such a bond will be Introduced 

this fiscal year. The Reserve Bank governor 
in one of his post-credit policy interviews 
also hinted (hm the RBI was ready with the back¬ 
ground work on this paper and the govern¬ 
ment would announce the IIB any time. 

14-day TBs 

The response to this short-term instrument 
remainedquitcbuoyantinOctobcr (Table 4). 
Except for one auction immediately after the 
credit policy announcement on October 24, 
the RBI received an average of Rs 3.000 
crorc worth of bids in each week's auction. 
At a cut-off rale of 4.95 per cent which has 
remained unchanged since September, the 
RBI issued 14-dHy TBs worth a total 
Rs 14,620cron: in October; in addition, there 
were Rs 4(X) crorc worth of TBs obtained 
by non-cnm|)ctitivc bidders. Of the total, 
dcvolvement on primary dealers through 
their underwriting commitment was Rs 195 
crore. Considering that a fortnight is the 
reserve maintenance period, it is a moot 
point if the response of the market would 
.shift from 14-day to 28-day TBs now 
introduced in the latest credit policy. 

91-Uuy TBs 

The notified amount for this paper wa-s 
constant at Rs 300 crore during the month. 
Thetotal amount raised through five auctions 
was Rs 1,500 crore (Table S). The cut-off 
rate initially remained constant at 6.88 per 
cent. However, from the third week onwards, 
the market response showed significant im¬ 
provement from Rs 60 crore to a range of 


Rs 329 aw to to 530 crew, Ai « res 
the RBI was abk to Mtigdown (heeut-, 
yield on (Jus paper by over 66 bult poii 
to 6.22 per cent. As a result, the RBI w 
able to bring down the cut-off yield on it; 
paper by 66 basis poinu to 6.22 per cei 
Primary dealers did not have to contribu 
any amount in these auctions thanks to not 
competitive bidders. 

364-Day TBs 

In two auctions during the month, tb 
government could raise Rs 2,472 crun 
including Rs 100 crore dcvolvement oi 
primary dealers. In fact, the Reserve Bonl 
chose to reject a majority of bids in tht 
auction held on October 22. the first aflei 
the credit policy announcement, in order (c 
reduce the cut-off yield from 8.47 per ceni 
to 7.98 per cent only to conform to its signa' 
of the lowering of interest rates. The numbei 
of bids and the amount received were 
otherwise quite high (Tahlc 6). 

Other Instruments 

While cen ificates of deposits (CDs) issued 
by banks have been .sluggish since March 
this year, commercial paper(CP) issues have 
been very buoyant due to the banks' 
preference fur marketable debts ond the 
corporates being able to access funds ut 
lower costs. The outstaruling amount of CDs 
issued by banks reduced from Rs 12,399 
crore as on April II to Rs 8,491 crore on 
Augu-st 29. The strong deposit growth during 
this fiscal year has made banks depend less 
on this costly source of funds. Withibectedit 
policy reducing ihe minimum size of CD 
issuances from Rs 10 lakh to Rs S lakh, ihrl 


Table 9- thr.kATiuNS tw Nathinal Stock Exciianoe tNSE) oukiNU OiTOkER 1997 - 
Actual TkAOED Amount 

(tildes rrnrr: 


Osenptani 


Week-ending October 



Tocal dugins 


31 

24 

17 

to 

3 

October September AoftM 

1 Treasury BiHs 

141.00 

.155.00 

49395 

416.92 

48.00 

14.54.87 

1221.84 

664 18 

i) I4^y Bills 

- 

. 

5.00 

laoo 

. 

15.00 

7.00 

ODD 

10 91-day Bids 

5.00 

9tX) 

62.95 

1992 

.1.00 

99 87 

6.09 

59.18 

III) .164^y Bills 

1.16,00 

.146.00 

426 00 

387.00 

45.00 

1340.00 

1208 75 

605.0) 

2 Dated Secunties 

2468.26 

3587.93 

216685 

254.5.84 

841.96 

11610.84 

4044.69 

I0630.9<) 

A GtH Securities 

2444 81 

.1587.58 

2138.52 

r5l3()8 

836.91 

11.S20.92 

402466 

1054247 

i) Converted 
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CD market may become more broadhased; 
this will ul.w allow banks to offerdifferential 
rates of interest to large depositors. 

The CP market saw a boom time with fresh 
is.sucs touching near Rs 1,2CX) crorc during 
October. The total outstanding of CPs at 
Rs 3,413crore at the end of October has been 
the highest since September 1994 when the 
Reserve Bank withdrew the standby facility 
offered by banks to corporates for restoration 
of cash credit limit once the CP matured. 
Interest rates on CPs had stabilised at 9-11 
per cent prior to the recent credit policy and 
were expected to further decline after the 
policy signalled lowenng of interest rates 

Inter-corporate market has been witnes¬ 
sing some ensis of confidence aggravated by 
CRB fiasco in May this year. Nevertheless, 
this market also saw rates declining by 1.5- 
2 percentage points after the policy 
announcement. W-day funds for lop-ralcd 
companies were available al 10-10.5 per cent 
while 3Q/60-day funds were available at 9.5 
per cent. 

Bonds Market 

The bonds market boom continued during 
October with interest rates on this paper 
decliniog by at Ica.vt 50 basi.s points over the 
previous month. The issuers continued to be 
dominated by financial institutions and PSVs, 
though some private corporate houses have 
also accessed the market. In addition to private 
placement, issuers al soused the bonk-building 
route for their issues. ICICI and IFCI together 
had already raised Rs I.I7S crorc in 
September. IIBI was in the market with an 
issue of unsecured bonds offered on a private 
placement basis. The on-lap i.s.suc offered 
three options and the interest rates ranged 
from 10.5 per cent to 12.75 per cent with 
maturity of one to five years. IDBI wa.s 
planning to enter the market with Rs 1500 
crore retail bonds through four instruments 
- infrasiructure, deep discount, regular income 
and step up bonds. The bonds have maturtly 
between seven and 30 years and interest rates 
were yet to be fixed. ICICI was set to issue 
a bond with a tenure of 2il year and six 
months. 

Tax-free bonds of Power Finance Corpora¬ 
tion (PPC) and Nuclear Power Corporation 
(NPO both went the book-building route. 
PPC aimed to rai.se Ra 100-175 crore at 


8.5-9 per cent for a seven-year bond. NPC 
tioated a fixed coupon ii>.suc for Rs 100 
crore; the issue had two instruments on 
offer - one at a coupon rate of 10.40 per 
cent with redemption in three equal install¬ 
ments and the other at 10.25 per cent with 
one bullet redemption. Haryana State 
' Electricity Board was also in the market 
with a bond issue at 13.7.5 percent. Is.sues 
such as Hindustan Aeronautics. Hindalco. 
and Madras Fcrti-I isers, which were floated 
prior to the .south-east Asian crisis were 
oversubscribed. Among the private sector, 
Gujarat Ambuja, ITC Bhudrachalam, L&T, 
Ccat Limited, and Tata Housing 
Development Company were some of the 
entrants into the bond market. 

IV 

Secondary Market 

With the market awa.sh with liquidity and 
the interest rates on the declining trend, 
there was tremendous activity in the 
.secondary market fnrgoveniment .securities. 
Ilic weekly average of transactions shot up 
from Rs 1.629 crorc in September to R.s 
2,893 crorc in October. With excessive 
interest in the securities, the prices firmed 
up.significantly and the yields tumbled. 1'hc 
weighted average of YTM for regular 
securities increased from 11.04 per cent in 
September to 10.57 per cent in October 
(Appendix Table). In a month’s lime yields 
came down by as much a.s one percentage 
point fur medium and long-term papers. 
Treasury bills, especially 364-day. were 
also actively traded although the interest in 
this short-term paper was much less com¬ 
pared to the interest in medium and long¬ 
dated papers. Even so.thcyicldcurve acquir¬ 
ed, aflcrsomc months' gap, a steroly upward 
slope (Graph C) because of The steeper 
declines in YTMs for short-term papers. 

Repos and OMOs 

Having completed the governmenfs 
market borrowing programme by the end 
of September, the Rtserve Bank no w focused 
on open market operations. The OMOs 
becaine aggressive after the announcement 
of the credit policy on October 21 when the 
Reserve Bank pul oul current yielding 
securities on its sale list. So long the RBI 
had maintained a passive stance in its OMO 


by offering low coupon yielding securities 
for sale which had no buying intetesl. It 
found a ready taker of these .securities in the 
market which was flush with funds and had 
yet not made up its mind about creating 
assets out of its idle funds. In a matter of 
three trading days, the RBI was able to sell 
offsecuriiies worth Rs l,2(X)croreabsoibmg 
os much liquidity. Later, however, the RBI 
was seen to be slowing down a little perhaps 
as the market was overheated with security 
prices shooting up by as much as Rs 4. The 
RBI rates then acted li ke a cap on the security 
prices which stabilised around theR BI prices. 

On the repo auctions front, the RBI saw 
a see-saw response from ihc market; though 
it continued to offer to absorb temporary 
liquidity for Ihree-four days at a time with 
back to back repo auction for Ihesame period. 
After a tepid response in the initial two 
auctions, the market re.vponse suddenly 
jumped up with Rs 4,305 crore worth of 
amount offered in three bids, that lOo, at a 
lower repo rate as the RBI had reduced the 
repo rate by 25 basis points from 4.30 per 
cent in the previous repoauclion. (Table 7). 
Repo auctions between October 13 and 
October 23 witnessed a total lack of interest 
from the market. 'The response at the next 
auction held on October 27 was phenomenal 
with 18 bids worth Rs 6.650crorc. The RBI 
accepted 9 bids worth Rs 5,275 crore and 
cut the repo rate by another 25 basis points 
to 4.00 per cent. The last auction of the 
month also received good response and the 
RBI was able to maintain a 4 per cent repo 
rate. Repo transactions outside the RBl were 
somewhat moderate (Table 8). 


NSE Operations 

The liquidity bulge in the system was also 
reflected in an explosion of debt paper 
transactions on (he NSB from Rs 5,986crorc 
in September to Rs 13,542 crore in October ' 
(Tabic 9), but the bulk of the transactions 
cominued lo be in government paper. Deals 
in commercial bonds, CP and CDs have been 
somewhat less in October as compared with 
the previous months because of interest rate 
uncciuinties. 


(V P Prasuilli ind Nondini Sengapu bavc 
nndefiakcn die supporting levkw and souistiuil 

cempilalloM far tWs paper). 
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COMMENTARY 



UP Crisis: United Front in Political 
and Ethical Disarray 

PSM 

The UF's moral advantage over the BJP is premised upon the 
principle of secularism, which remains ill-defined in a political sense 
though well characterised by a majority of seven in the bench that 
heard the S R Bommai vs the Union of India case. By its selective 
interpretation of the Bommai ruling, the UF has now surrendered this 
political advantage. If the secular foundations of Indian democracy 
provide the main inspiration for the 14-party UF alliance which rules 
at the centre, then the alliance is clearly under obligation not to treat 
enshrined principles of constitutional governance as matters of 
convenience. 


FINALLY, it look the Bhanuiya Janata Party 
to tave the day lor the beleagueied United 
Front coalition. Chief minister Kalyan 
Singh'shaloof moral righteousness.acquired 
when the UP government's ill-judged rush 
to invoke Article 356 in Uttar Pradesh was 
rebuffed by president K R Narayanan, 
dissipated in no more than four days. In his 
first ministerial espaiuion since the Bahqjan 
Sam^j Party walked out of a coalition 
arrangement with the BJP, Kalyan Singh 
revealed all the scan of the sordid bargains 
he had been forced to conclude. The size of 
ihe Uttar Pradesh ministry now stands at a 
scandalous 93 - over 40 per cent of the 
proven strength of ihe ruling alliance in the 
legislative assembly. Neither benevolence 
nor a shared politick vision was Ihe motiva¬ 
tion for the legislators who made common 
cause with Kalyan Singh. Principles of 
political association wen noi even discussed. 
as more material inducements were brought 
tobcaras abait for no fewer than 35 legislators 
to abandon party allegiances and rescue the 
BJP ministry at its moment of trial. 

Meeting for the first time since the Uttar 
Pradesh crisis, the apes deliberative forum 
of the UP, the Steering Committee, seemed 
to derive considerable satisfaction from the 
BIP* s ciqiitulMion to political extortion. This, 
.said the Steering Committee, pointed to 
certain unsavoury happenings behind the 
scenes, strongly reminiscent of the deal 
between the Congress and the Jharkhand 
Mukti Motcha in the July 1993 vote of no 
confidence against the Narasimha Rao 
government. This made Kalyan Singh 
extremely vulnerable to the kindof discovery 
procedures that had ended in the criminal 
indictmeniof theparticipanu in that infamous 
deal. Yet the centre would not launch an 
investigation into the episode, vowed the 
Steering Committee, since that would be an 
unwanamed intrusion into manen underthc 
jurisdiction of the suite government. The UF 


for iLs part wouid engage the BJP on the 
political terrain. 

Partisans of the UF cause, their numbers 
surely shrinking, have reason to be grateful 
that this wisdom has dawned at all. Events 
over the last year in Uttar Pradesh seemed 
to suggest an exclusive reliance by the UF 
on the manipulation of administrative powers 
under the tutelage of a governor with no 
notion of propriety. Romesh Bhandan. whose 
continuing tenancy of the Raj Bhavan in 
Lucknow is perhaps Che most serious affront 
to the gubernatorial office in recent limes, 
has won a zealous friend in defence minister 
Mulayam Singh Yadav. his attentions 
undiverted even by therespoasibilitics orhi.s 
weighty portfolio, from the narrow agenda 
of regaining power in Uttar Pradesh. But if 
this alliance of convenience should evoke 
I iitle surprise, it must be surely be the grossest 
political incongruity of the current ruling 
dispensation that the principal party of the 
Left, Ihe CPI(M). should adopt Ihe ad vocaiy 
of Bhandari’seauseos a mattcrof conviction. 

Inreplaccablc political capital has been lost 
in the bargain. Till a year back, the UF 
seemingly retained the principles enshnned 
in the Supreme Court's epochal judgment 
of 1994 -SR Bommai versus the Union 
of India - as its exclusive preserve. Today, 
ii i.s Ihe BJP, which had earlier been 
uncomfortable with the judicial doctrine 
underlying the Bommai judgment and 
resentful of its practical implications, that 
has the superior claim to the ethical and 
judicial principles advanced by it. The balance 
of advantage had begun shifting in October 
1996. when Romesh Bhandan recommended 
- unmindful of the total absence nl a 
constitutional mandate - that president's rule 
inUttar Pradesh be extended beyondihc year 
that hadetapsed. His reason for sodoing was 
the indisputable fact that no single party 
commanded a majority in the Icgtsiniure. 
After a few minor quibbles, the centre 


acquiesced in this move, the initial 
reservations of the Left parties being set 
aside under Mulayam Singh's incessant 
badgering. In retrospect, it is clear that if 
presklem Shankar Da^ Shanna had returned 
(he cabinet advice for reconsideniioii. the 
UF may well have been forced to deal with 
a visitation of its present woes a year ahead. 

Extension of piesidem's rule beyond a 
year in any state requires a constitutional 
amendment, as has bm rqiealedly done in 
the past for Punjab and Kashmir. In its 
commitment to (he convenience of the 
moment, the UF government last year 
dispensed with this requirement, and 
brazened out an adverse ruling by the 
Allahabad High Court through the simple 
device of cold-storaging the matter by 
reference to the Supreme Court. 

Judicial fatigue perhaps saved the day for 
the UF, since the staled position of the 
Supreme Court in Bommai is that a minority 
government is a distinct possibility. In the 
words of Justice B P Jeevan Reddy and S 
C Agrawal: ‘The Constitution does not create 
an obligation that the political party forming 
the ministry should necessarily have a 
majority in the legislature. Minority 
governments are not uiitinown. What is 
necessary I s that the government should et^oy 
the confidence of the House.” 

Justices P B Sawani and Kuidip Singh had 
similarly recorded that certain precedent 
conditions should be met before the 
invocation of Article 356: *TYhat is to be 
ascertained is whether thegovernor had pro¬ 
ceeded legally and explored all possibilities 
of ensuring a consiitutiona' governmeni in 
the slate before reporting that the consti¬ 
tutional machineiy had broken down. Even 
it this meant installing the gov er nment 
belonging to a minority party, the governor 
was duly-bound to opt for it so long as the 
government could enjoy the confideitcc of 
the House." In a separate judgment. Justice 
S R Pandian. (he most senior judge on the 
bench, had declared himself in full agreem a t i 
with justice Jeevan Reddy's reasoning. Tins 
made for a majonty of five in the nine- 
member Constitution Bench, that upheld the 
legitimacy ol a minority governmetM in 
specific situations. 

Bui the urge to doctor the niles to siur the 
convenience of the momeitt won out Presi¬ 
dent Shankar Dayal Sharma suppressed his 
grave misgivings, to sign the proclamaboa 
extending central rule in UP beyond the 
constitutional ly mandated year. The assembly 
was placed under suspension, but revived 
when the BJP and the BSP, overcomuy 
mutual suspicions, arrived at an expedienl 
arrangement of rotating chief mmisaerial 
tenures. Bhandari's urge In diaegard ibeM 
undoubtedly strange rules of poHlkul 
engagement were overruled by Uw U|> 
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government, which had belatedly woken up 
to its continuing default on constituiionnl 
obligations. 

There was never any question that the 
BXP-BSPanangenient would collapsein little 
time - the tensions that erupted over chief 
minister Mayawati's relentle.ss pursuit of a 
unilateral agenda in her opening tenure of 
six months were apparent to even the most 
obtuse of observers. It was again evident that 
Kalyan Singh, when he succmled Mayawati, 
would feci obliged to reverse most of her 
decisions in the interests of preserving his 
political constituency. But when the obvious 
came to pass and the BSP decided after a 
mere four weeks that it could not sustain its 
arrangement of power shanng with i he B JP, 
the UF government proved oblivious to what 
was ethical and correct. The urge to gamer 
immediate benefils by twisting the rules 
overwhelmed calculations of long-term 
political rewards. Yet again, the UF gave in 
to the fatal proclivity to go along with Romesh 
Bhaiidari's rather dubious reading of 
constitutional duties. 

Fitsttoclamberaboandtheplankor Article 
3S6 were Mulayam Singh and his principal 
ally on the Lett, the CPI(M). The argument 
was that Ihc Kalyan Singh government should 
be dismissed without so much as the courtesy 
of a trial of strength. Though clear enough 
in itself, this political position was devoid 
of any rational or ethical basis. The CPUM) 
aigucd that the BJP-led minisity invited 
instant dismissal by the dissolution of its 
alliance with (he BSP. since this was Ihc very 
basis of its claim to ministry formation. With 
the legislative foundations of the ministry 
having crumbled, the conditions described 
in the Boenmai judgment did not apply, argued 
the CPI(M). 

It should be apparent that once a ministry 
is appointed, ii does not relinquish its 
auth^ty to rule until voted out in the 
appropriate legislative chamber. This is a 
tmic principle of pariiamentaty democracy, 
consistently absued by Congress central 
governments all through the prime nunistcrial 
tetiuies of Indira Gandhi and her son, much 
to the ire of the Left and regional parties. 

It is precisely this subvenion of the rule of 
law that the Bommai judgment sought to 
cutb, much to the approbation of the Left 
parties. And it is exactly (his abuse that the 
Left - more particularly the CPI(M) - decided 
to endorse, with few qualifications, in the 
recent crisis in Uttar Pradesh. For obvious 
reasons, the BJP is the only party that has 
emerged ftom the legal and constitutional 
engagement with a sense of satisfaction, 
though the following submission to political 
extortion pulled it several notchm down 
from the high moral pedestal it had ascended. 

Pur the record, the Bommai judgment is 
absolutely clear on the indispensability of a 
floor test in situations where a ministry is 
suspected to have lost its majority. Justice 
Jeevan Reddy and Agrawal had observed. 




with Pandian concurring, that “whenever a 
doubt arises whether the council of ministers 
has lost the conndenceof ilie House, theon/y 
way of testing it is on the floor of the House 
except in an extraordinary situation where 
because of all-pcrvasive violence, the 
governor comes to the conclusion - and 
records the same m hts report - that for the 
reasons mentioned by him, a free vote is not 
possible in the House" (emphasis in original]. 

Justices Saw'ant and Kuldip Singh had 
come forth with an even strongerufrirmation: 
“Where the suppon tothc ministry is claimed 
to have been withdrawn by some legislators, 
the proper course for testing the strength of 
the ministry is holding the test on the flour 
of the Hou.se. That alone Is the constitutionally 
ordained forum for seeking openly and 
objectively the claims and counier-claim.<; in 
that behalf. The a.ssc.ssment of the strength 
of the ministry is not a matter of private 
opinion of any individual, be he the governor 
or the president. It is capable uf being 
demonstrated and asccnained publicly in the 
House... [Whcnl such dcinonstmtiun is puv 
sihic. it is not open to bypass it and instead 
depend upon the subjective satisfaction of 
the governor or the president.” 

Ju.stice Ramaswamy was the only member 
of Ihc nine-member bench m Bommai who 
thought it necessary to enter some reser¬ 
vations; ‘The floor-tc-st may bcone considera¬ 
tion which the govc'mor may keep in view. 
But whether or not to resort to it would 
depend on prevailing situation. The pos¬ 
sibility of horsc-irading is also to be kepi in 
view having regardio the prevailing political 
situation. It i.s nut pti.ulble to formulate or 
comprehend a set of rules for the exercise 
of the power by the governor to conduct 
floor-test. The governor should be left free 
to deal with the situation according to his 
best judgment keeping in view the Con¬ 
stitution and the conventions of (he parlia¬ 
mentary system of govemmem.” 

As it tunted out, this line of reasoning was 
already anticipated by justices Jeevan Reddy 
and A^wal, who held that (he anti -defection 
act inscribed into theConstitutionasthe lOth 
schedule, provided the antidote to the 
presumed threat of horse-trading and 
defections. Between the written statute and 
the subjective satisfaction of a manifestly 
fallible individual, it was the former, however 
imperfect, that was to prevail. It was not for 
the governor or president to sit in judgment 
of the political morality of elected 
representatives, as long as the I Oih schedule 
existed as a benchmark. 

Though a patently flawed piece of 
legislation, it is curious that the feverish 
efforts to amend the lOth schedule only 
began when the BJP proved its ability to 
exploit hs many loopholes. In the past, the 
Congress, as also Mulayam Singh's 
Samajwadi Party, have cynically exploited 
its various lacunae to Ibeir advantage. The 
disproportionate response today to the B JP's 



fidt accompli t|Maks of a growlQg hMi of 
political ai^ ideological initiative on the pari 
of its adversaries who are forced incnaasingly 
to fall back on admlnistiarive actions of 
dubious legality and legislative measures of 
transpateni expediency. 

Oik final plr^ exists forthoac who argued 
that Article 356 should be invoked in Uttar 
Pradesh to send the Kalyan Singh government 
packing - (hat Mulayam Singh was not 
affuided an opportunity to face the legisUtive 
assembly when the BSP withdrew from its 
alliance with him in 1995. Though 
uncomfortably premised upon the proposiiioa 
that two wrongs make a right, this argument 
is still worth confronting, since the 
constitutional principles underlying the two 
situations ore quite distinct. 

What happened in June 1995 is that the 
BSP withdrew from the Mulayam Singh 
ministry in Uttar Pradesh and concurrently 
wnnan undertaking ofuncondilional external 
support from the BJP fonts cflbrts to establish 
a succes.sor govemmem. No imerim period 
of president's rule was involved, and lienee 
no case for Ihc invocation of Article 3.56. 
An argument could be advanced that the 
situation wa.<i covered by Articles 163 and 
164 of the Constitution, which accord the 
governor a limited power of ‘discretion' in 
the appoimmern of a ministry. Though the 
governorthenwasinitiallyreluctantluinvoke 
this power'of discretion, he was quickly 
persuaded by the mayhem that was unlea¬ 
shed in Lucknow in the days following the 
BSP's withdrawal. And even his most 
atdem partisans have notchosen to denythat 
the violence was orchestrated by the 
Samajwadi Party leader himself. The 
administration for its part either connived 
or wa.s rendered pliable by a massive round 
of transfers and appointments in those few 
days of crisis. 

Against this background, Mulayam Singh's 
efTort to portray himsci f as a solitary crusader 
against the BJP's tyranny, fails tocany much 
conviction. It would be more profitat^ if he 
were to seek expiation for the two legislative 
opportunities he squanderedthiough hhown 
r^less. whimsical and erratic conduct. He 
split the Janata Dal in 1990 and put (he 
survival of his ministry at the sufferance of 
the Grngress. just whm the BJP threat was 
at its most ominous and L K Advani's ‘rath 
yam' wascutlingadestructive swathe across 
the country. Having regained popularfavour 
in alliance with the BSP in 1993. he proved 
compleiely inattentive to the need to keep 
faith with his political partners. His proclivity 
to devour political allies, already manMat 
in the fates he visited upon the Jaiwia Dai 
and the CPI, met with the tniculem reurimice 
of (he BSP. And the infainousty rigged local 
body elections of April 1995 provoked the 
final parting of wtqrt. 

The UP’S moral advantage over the BJP 
is premised upon the principle of secularim 
whichremainsill-definedinapolHicalHiiie, 




thoiqib well ctiaracteriied by «imyailty of 
•even in the bench that heitd the Bommai 
caie. By iu aelective inuapretadon of (he 
Bamiaai luliag, the UPhai now tuirendered 
this political advMtage. If the secular 
ioundations of Indian democracy provide 
the main inspiration for the 14>party UF 
alliance which rules at (he centre, then they 
air clearly under obligation not to treat 
enshrined principles of constitutional 
governance as maltera of convenience. 

A feeble claim has been advanced that the 
UF was obliged to sacrifice federalism, one 
of the central principles upheld by Bommai, 
in the interests of safeguarding the other 
basic fcattine of secularism. This fails to 
stand scrutiny, because Bommai provides no 
basis for the prospective assessment of a 


A RECENT news report ITh* Times of India, 
November S) gave the details of the review 
of the country ’ s power situation by the prime 
minister and irfenrd to a number of new 
initiatives proposed to be taken up by the 
centre. It was noted that though the Cmunl 
Electricity Authority had cleared power 
generation projects for addition of 17,000 
MW, many of these projects were iinding 
II difficult to reach ‘financial closure’ as 
funding institutions were not confident of 
(he financial health of the SEBs. One of the 
initiatives pertains to financial institutions 
which will be directed to assess the viability 
of individual power projects instead of 
focusing on the financiil health of the 
concerned SEB. The decision is aimed at 
improving the ’bankability* of power projects 
both in public and private sectors, and 
'islanding of reforms’ in the power sector. 
The other major initiative is to prepare a 
concept paper onestabliihingacentral power 
trading corporation (CFTC) which could 
buy power from surplus states and tell it in 
defi^ states. Ihe corporati o n coukt also 
be involved In importing power from 
neighbouring countries. It is expected that 
this corporation could provide generating 


government’soMunltinenttosecularism. The 
four BJP stategove i nme n u in the northern 
region invited dismissal in December 1992, 
because their eoimivance in the vandalism 
at Ayodhya was proven. But in upholding 
thoK (Usmissnls, the Stqxeme Court did not 
go anywhere near suggesting a future 
proscription of BJP governments, or an 
abridgment of the party’s right to contest 
elections. Though these options have been 
broached by certain individuals in recent 
times, they have remained rather sporadic. 
This is rather fortunate, since the logical 
culmination of this political line would be 
the nightmare vision ably scripted by Bertolt 
Brecht - that the people having lost the faith 
(if their rulen, be dismissed and another 
people elected in their place. 


companies another outlet for supplying power 
and improving the plant availability factor. 
It was (darified that the cemie had found this 
intenm solution to ease the financing of 
power projects. 

A numter of questions arise from this 
policy of dodging the main issues in the 
power sector. We. as a counuy. are extremely 
deft at skirti ng the problem and finding short¬ 
term solutions. This is true not just of the 
power sector but a number of other areas 
such as subsidies, public sector reforms, 
opening of the insurance sector to foreign 
competition, financial sector reforms, exit 
policy, and so on. 

The reforms in (he power sector should 
have really commenced with the restructuring 
of the SEBs. Instead, as an easy way out, 
it was considered simpler to begin at (he 
generation end. Year after year, we have 
dodged the question of refanns of the SEBs. 
Repeated consultations with the state 
governments by calling meetings at the 
official level as slio convening conferences 
of chief ministers have not led to any 
perceptible dent on the problem. The 
fmners'agilalion in Haryana for getting free 
electricity, in a sense, typifies the ciux ^ the 


probiem-Theanaoimcementbythegaveni- 
rnent of nii^, in pursuance of the electoral 
promises of the Akali Dal-BiP coalition, to 
supply electricity to the agricultural sector 
totally free, has ctoded an untenable situation 
in Haryana. Competitive populism of the 
past has come home to roost with a vengeance. 

Non-performing assets have already 
become a serious probl em for the banking 
industry in the country. On this background, 
it will te unwise for Ihe firumdal institutions 
(FIs) to look at only the viability of a power 
project in isolation of where a^ to arhom 
the electricity, the final product, is going to 
be sold. Viability will have no meaning 
without such an analysis. Asking the Hs to 
look at only the viability of the power project 
will be the surest way of making them sick. 
And this problem wiU be further aggravated 
since, as a part of the new initiatives, the 
present ceiling of IS per cent of total credit 
deployment for funding of power sector is 
proposed to be done away with., This will 
increase (he exposure of the FIs to the power 
sector. And. in any case. Ihe foreign Hs «c 
not going to agree to such exhonaitons of 
the central government. 

The only merit of setting up of a CTPC 
is (hat this will facilitate import of power 
from neighbouring countries. It will not be 
feasible to expect exporting entities in 
Pakistan, Bangladesh and later Nepal to enter 
into individual agreements with SEBsin (hit 
countiy. It will also not inspiresnyconfidenoe 
in these countries that ih^ will get prompt 
payment for the power exported by theaa. To 
this extent, limited involveiwM of CTRC 
may be warrarued. 

But involving CTPC in pmehaae and sale 
of power in the counuy is hiaight wish sario ua 
consequences. Even if such a O K pwti on 
buys power from independcrit power pro¬ 
ducers (IPPs). to whom is it going to sell 
the power? Obviously, it will not be able to 
sell ii directly to the consumers of SEBs 
without their explicit approval. And if SEBa 
agree to giving concentnted bulk loads such 
as for industry or traction to such a new 
corporation, the financial position of the 
SEBs will further worsen as the avotue for 
cross-subsidisation of agricultural and dome¬ 
stic loads will be losi. Recent news repons 
indicate that the goveroment of Rajasthan 
has decided to pqtinii IPPs to idt 6S per cent 
of (heir total power generarion for captive 
use or to sell it to high tension consumers, 
and to sell the remaining 33 per cem of power 
to the SEB at half the rate to he rhstpri to 
(be high tension consumers. This it yet 
another way of deferring reform of the SS. 

It is also necessary to r em e m ber Hnt all 
central public sector undcrtiUntt dealing 
withihe power sectorareninniaglaifeanem 
from SEBs. This includes railwqra. MndoMl 
Theimal Power Coiporaiian, Nnimiil Hyte 
Power Corporaiion. Coel India. Pone^l d 
Corponiionandsoon. It will be IbalHHdjr 
for the centre to take an addMonal Imgn 


^Islanding’ of Reform of State 
Electricity Boards 

Mndhav Codbolc 

Reform of the power sector should have really begun with the 
restructuring of the state electricity boards (SEBs). Instead, as an 
easy way out, it was considered simpler to begin at the generation 
end. The latest decision, arrived at reportedly after a review of the 
power situation by the prime minister himself, to direct the financial 
institutions to assess the viability of individual power projects instead 
of concerning themselves with the viability of the SEB concerned - 
some sort of 'islanding' of reforms in the power sector - will, in an 
attempt to protect the SEBs, spread economic siebtess from SEBs to 
other institutions and sectors. 
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burden on itself by ugreeing to buy power 
from IPPs. The FIs will then insist on the 
centre providi ng guaran tees on all such power 
purchase agreements. The counter-guarantees 
given by the central government to some of 
the fast-track projects have already raised 
serious questions for the government's 
sovereign credit rating. If the centre were to 
give such guiuaniecs for purcha.se ol power 
from IPPs in the future, it will have serious 
consequences for the credit rating of the 
centre itself. Suchacoiirsc of action will also 
have large miplicutions for the viability of 
the capital account convertibility plans which 
have been announced by the central govern¬ 
ment with much fanfare. The eariicrdecision 
to give counlcr-guarnmecs to the fast-lrack 
pruject.s was clearly ill-advised. We should 
not repeat the same blunder once again on 
a much larger .scale. 

Whatever way one looks at the situation, 
there is no escape fmm undenaking major 
reforms of .SEBs. No short-cuts can be 
resorted to any longer. The lirst of these is 
to make the SEBs autonomous in the real 
sense of the term. This will mean a hands- 
off policy by the slate governments and 
permitting the SEBs to function on ihcir 
own. This will call for revised procedures 
for appointment of the chairman arid members 
of die board. It will have to be accepted by 
the state governments that they will not 
interfere in ihc affairs of the hoard except 


for larger policy directives which shall be 
given only in writing. The other major reform 
will have to pertain to the setting up of an 
independent Tariff and Regulatory Com- 
mis.sion so that all major decisions on new 
investments, tariff, standards of services and 
so on are taken on the basis of techno- 
economic considerations. It will also have 
to be made obligatory that the stale govern¬ 
ments reimburse to the SEBs any losses 
resulting from its own decisions such as 
concessional laritf to agriculture, domestic 
con.sumcrs and .so on. Looking to the experi¬ 
ence ol the last five decades, this is clearly 
unlikely to be achieved. One has to therefore 
necessarily fall hack on the privatisation of 
the disinhuiion of power m the states. This 
is impeiaiivc al.so Iroiii Ihc point of view of 
bringing in large new mvcslincnl a.s also 
technology upgradation in the disiribuiion 
of power. It is unfortunate that none of the 
major slates has been able to implement the 
reforms package vigorously. Ori.s.sa by no 
means is a typical case. Though several other 
stales arc discussing the possibilities of 
restructuring their,SEBs with the World Bank, 
no concieie results have been achieved so far. 

Ii IS wonh recalling lhai the Approach 
Paper to the Ninth Five-Year Plan (1997- 
2002) recognised that the deteriorating 
rinaneiul health of the SEBs had been one 
ofthemosteniicai factors constraining power 
development in ilic country.TIiccoininereial 


losses of SEBi taken toother were Rs 7400 
crorc in 1993-96. The paper promised that 
the SEBs will be given fullest autonomy so 
that they may nin in a commercial end 
professional manner. The paper further 
observed that during the Ninth Plan, 
alternative models of restructuring the SEBs 
will be explored. Concrete and determined 
steps would be taken for rationalisation of 
the electricity tariff. The paper admitted that 
participation of private sector would be 
forthcoming in large measure only when 
they are dealing with financially healthy 
boards. The White Paper on Subsidies 
released by the guvemmcni of India too 
highlighted the large subsidies giventhrough 
the SEBs and the need fur their curtailment. 

This process is likely ioget alunher.setback 
by the islanding of the reform-s of the .SEBs 
contemplated by the central government. As 
Ihc economic liberalisation initiated in June 
1991 shows, we have become a super-soft 
.slate. We lake decisions that are difficult and 
lung overdue only when driven to the wall. 
By the islanding now proposed, the wall 
Itself will be sliiltcd back thereby giving the 
states further time to pn>crastinate and play 
political games And more importantly, in 
the process of protecting the SEBs, wc shall 
now be spreading the economic sickness to 
other sectors. Islanding the SEB rel'ornw will 
end up islanding economic reforms in many 
other .sectors 


This volume examines the 
reasons for Kerala’s 
demographic transition 
despite its relatively poor 
record in industrial 


KERAU’S DEMOGRAPHIC TRANSITION 

Determinants and Consequences 
edited byK C ZACHARIAH 
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prockictionand aj-'icuttural growth. The contributors conclude that the Kerala experience 
demonstrates the effectiveness of well thought out social policies and programmes, 
especially relating to fertility and mortality control. Ec^ially important for successful 
campaigns rclatlrig to family planning and maternal and child health is the catal^lc role of 
female education and general literacy. 
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REGULATING REPRODUaiON 
IN INDIA'S POPULAnON 

Efforts, Results, and Recommendations 


The book provides a detailed account of 
^the badtground of the official policies 
and programmes, their working. Impact, 
comparative performance and short- 


KSRINIVASAN 

comings... The author deserves to be 
complimented for brkrging in one place history, 
data, methods of analysis, a comprehensive list 
of pro^ammes and policies, and their relative 
perfonnance. Deccan Herald 

1995 ■ Rs 338 pages ■ Ri 375 (doth) 
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NEW DELHI 

Towards a Mid-%nn Poll 

BM 


A mid-term poll for the Lok Sahha is not only inevitable but has 
become imperative for the return of political stability, social cohesion 
and economic advance. The political and social cost of not going to 
the polls for a fresh mandate, after the Congress withdrew its support 
to the UF coalition and forced a change of leadership, has been 
enormous. These costs must not be allowed to multiply by political 
dithering and the interests of politicians and coteries surrounding the 
leaders of the UF and the opposition parties. 


THEcampaigntbrUdinkingeconomic policy 
from politics, which wai launched by 
business corpuiations, Indian and foreign, 
when Chidambaram presented his ‘dream 
budget' for them, has logically developed 
into politics sans ideology and policy 
commitments. This presumably was the 
unstated part of the structural adjustment 
programme for the economy which was 
initiated in 1991. Thechange in the leadership 
of the UF government to retain the ‘outside 
support' of the Congress Party for it to 
survive has evidently enhanced the appeal 
of unprincipled, idcology'lcss politics for 
all political parties and thetr leaders. 
I K Gujral, who was then made the prime 
mintster, has not hesitated to be its unqualified 
exponent and praclilioner. This is. after all. 
a global phenomenon which seems to 
fascinate him. 

The move of the cenual government to 
dismiss the UP government which had won 
the vote of confidence in the state legislature 
was so blatantly anti-democratic and un¬ 
constitutional that the president had to 
intervene. It had to be reversed within a day 
and yet those who had made it have felt no 
retnone nor any obligation to own up their 
responsibility. The prime responsibility for 
this glaring default rests unquestionably 
with I K Gujral. the head of the minority 
govemmem at the centre. He has not shown 
the slightest inclination to make amends. 
The UP imbroglio has spotlighted the political 
disorientation as well as the leadership 
qualities of Gujral. But his conduct has not 
been surprising. Immediately after he became 
prime minister, the Janata Dal split. He has 
been indifrctcni to the shrinking mass base 
of the ruling coalition. He has tended to rely 
moKMtd moreon ‘outside’ support tosurvive 
in ofllce. Under his leadership the UF 
government has. therefoie. tended to be less 
and lets responsive todemocntic norms and 
popular aspirations. Ministers have become 
mon and more cavalier and capricious. 
Paswan, the railway minister, for instance, 
brazenly declaimed in parliament that he had 


no responsibility for the spate ol railway 
accidents because be was not the driver of 
the trains. Chidambaram, the finance 
minister, did not own responsibility for the 
failure to muster support in parliamem for 
a legislation he had sponsor^. He did not 
hesitate to withhold without authority the 
notification of Jhe cabinet decision on the 
Pay Commission's report. The offer of 
resignation by the minister of agriculture, 
Misra. and its withdrawal has highlighted 
the conflict on policy priorities in the 
cabinet with the prime ministeronly talking 
them out of serious reckoning. The shifty 
style of the ministers has indeed become 
the norm for the functioning of the govern¬ 
ment. Diis position has arisen because the 
ruling set-up lackscohesionandiisleadership 
is devoid of political authority, respect for 
the principle of accountability and any 
mass base. 

The ironic part of the unfolding scenario 
is that even the so-called economic refonn 
process is in disarray. It has been severely 
jolted, even if it may not have yet been 
derailed. This it happening not so much 
because of organist opposition to the 
unpopular economic policy which has failed 
toaccelerateevcn market-friendly economic 
growth. The ardent reformcri themselves 
seem to have suddenly lost their elan. What 
may be called a supplementary budget 
hurriedly introduced in wake of the upward 
revision of the salaries and allowances of 
government employees has violated and 
overturned the essential reform commit¬ 
ments. Import duty has been hiked across 
the board which will admittedly hurt the 
liberalisalion-gliibalisaiion ot^ectives. The 
cut, again across the board, in j^an and non¬ 
plan expenditure will hurt mass welfare 
schemes and social services and put back 
investment in infrastructure. Considering 
the performance record of Chidambaram in 
the nnonue ministry, the cut in goventmenc 
expenditure will be much more than 5 per 
cent of the allocattons in the main budget. 
The need to step up public in vestment to pull 


private indiiitiy out of prolonged recession 
has been ignor^. The upward reviiioa of 
administrative prices of essential con¬ 
sumption goods and services, including 
transport costs, already under presfurewben 
prices of oil and petro prices hMi been hiked, 
is going to result in a steep increase in open 
market prices of all oomsnodiiKS and services. 
If the inflation rate came down in the last 
12 months because of deceleration of 
investment, the ecoimny is bound to sink 
deeper into the mire of stagllition - that is. 
a spurt in the inflation rate and a decline in 
the growth rate after the lo-calkd mid-tenn 
fiscal correction. 

The starting point of the dtscomfiture of 
the self-styled refonnen inside and outtide 
■be UF govemment was the wilhdfawal of 
the Insurance Regulatory Bill by 
Ch i dambaram because he couJd not mobiBK 
support for it in the Lok Sdiba. The Pay 
Commission’s report, which reconroended 
drastic retrenchment of a large number of 
low-level government employeet btrt was 
generous in recommending big hikes in the 
salaries and allowances of the top echekuis, 
provoked the bulk of the government ero- 
ployecs to threaten work stoppage. TUs 
put the UF government in a spot h was 
quite a political spectacle to wat ch ih e leaden 
of the UF parties, including minlatcn. 
publicly supporting the agilMing em¬ 
ployees. Chidambaram tried hand to MhD 
a negotiated settlement but failed ia hit 
effort. 

The pilch for the UF goveminem has 
been further queered by the fact that 
Chidambaram’s expectation that the cuts in 
direct tax rates would result in a smooth 
improvement in tax complianoe and a smart 
pick up in revenue collections has act 
materialised. ItisdoufatftilthatwhiiewadHng 
of black money hoards by the offer of 
generous incentives under the Votumary 
Disclosure Scheme will succeed. The 
government finds itself in no position to go 
for a step up of public investment which, 
while it nuy not be in confonnity with dm 
privatisation philosophy, is being voci¬ 
ferously demanded by even private butiaesi 
interesu. It hat become obvious that the 
post-budget developmenu have mademaHen 
difficult for the economic re f onnen ia the 
government. They have hM tome of their 
arrogance and are baffled by the 
and social and political reality in tndta. Ihair 
woes have been compounded by a waak and 
vuinenble coalition govenuneiu which hm 
tended to become more and more (ngBa 
with every passing day. With the dmUlily 
of the government very much in qiwadan, 
thespectreofamid- t erra cl ecti o nliliannting 
all poiiticai patties and condHkmiag Ihair 
responses on sll mqjor issues. 

1 K Oujnl, on Ms part, teem to ha 

unconcerned eboui Iheae devctopnMMs. Hr 



it trying to retrieve the situation for himself 
by strengthening his tics with the leadership 
of the Congress Party and distancing himself 
from not only the left parties but also his 
own patty, the Janata Dal. The shift in his 
policy posture from a dove during his brief 
sojourn in New York to meet US president 
Clinton to a hawk on his return to India has 
been remarkable. The upshot of Gujral's 
brief meeting with Clinton is yet fully to 
unfold. Reports in the media on what 
transpired in New York arc, however, a 
cause for much uneasiness. The ‘strategic 
dialogue' between the US and India in the 
wake of Gujral's visit has added to the 
misgivings. The truth is that Gujral is stri¬ 
ving to change his position substantively 
on India’s relationship not only with the 
US but also Pakistan in the wider context 
of the ‘heavy presence' of the US in south 
Asia, which Clinton has publicly proclaimed. 
The US has succeeded i n dragging India and 
Pakistan into competition for opening their 
doors for US penetration not only in the 
economic sphere but also the political- 
strategic area. If Gujral or the votaries of a 
closer fndo-US relationship think that 
Pakistan has already lost in this competition 
for US favours, they are being gullible. 
Kashmir may not have been formally on the 
agenda of the talks Gujral had in New York. 
But he agreed to engage in discussions with 
the US on security matters in addition to the 
on going unequal deals on trade and 
investment. The meetings in New York, 
brief as they were, were an opening gambit. 
Matters are bound to come to a head by the 
time Qinton chooses to visit India and 
Pakistan next year. That Gujral, who was so 
accommodating and docile in his talk.s with 
the US president, became strident about his 
refusal to sign CTBT and talked even about 
self-reliance in technology devetopineni in 
the defence sector does not really cany 
conviction and credibility. Such talk is 
actually dangerous as it obfuscates the fact 
that the<US is moving with alacrity to take 
advantage of political squabbles and a 
weak and vulnerable government in India to 
secure its inierests. The iniquitous dispute 
settlemeni machinery of the World Trade 
Organisation (WTO) has been activised 
against India. 

The foreign factor, be it Pakistan or the 
US and the IMF-World Bank and WTO, 
which has shaped domestic economic policy 
in the last six years, has lately shifted its 
weight to excercise influence on external 
teiaiions and security concerns to adangerous 
extern. Gujnl is trying to sidetrack the basic 
prec e pt that assertion of sovereignty and 
firm stand against foreign domination and 
expioitaiion aionecan generate mass support 
for Indian unity. The anti-imperialist 
character and role of the Indian state has 
tended to weaken over the years and this 


tendency has lately become overwhelming 
among the disoriented cosmopolitan elite in 
India. The so-calied Gujral doctrine has 
turned out in practice to be an alibi for the 
active invoivement of the US and its allies 
not only speciflcally in respect of Kashmir 
but all the multifarious issues of concern in 
south Asia. 

The left parlies, after they allowed 
themselves last year to be co-opted into the 
power structure, have increasingly com¬ 
promised their position to an extent that they 
have been marginalised. They seem now i« 
be content with the roleof influence-peddlers 
and power-brokers in coalition politics. Their 
political support base, never very large, has 
tended rapidly to erode. They seem to be so 
intimidated by the political challenge of the 
BJP (hat they arc ready to make peace with 
the Congress Party too. The most dis¬ 
concerting aspect is their reluctance to 
undertake the arduous and painstaking task 
of mobilising the support of the masses on 
a political-ideological ba.si.s. Their leaders 
have become too fond of functioning with 
modern gadgets from cozy offices. They are 
relying mure and more on the presumption 
that the sitting MPs do not relish a gruelling 
election contest before enjoying their full 
term. The Janata Dal leaders share (his 
sentiment. The fact, however, is that the cost 
of perpetuating the present power-sharing 
arrangement is lending to be too prohibitive 
for the economy ami the political-strategic 
interests of the country. 

The disconcerting fact is that a broad 
political consensus, let alone national 
solidarity transcending sectional interests, 
which began to weaken in (he 1980s, has 


broken down. The lo-called economic 
reforms initiated in 1991 have viiibly 
aggravated the conflicts of interetti in 
society. The reform process has. in addition, 
been distorted and misdirected to that 
every policy initiative has been a cause for 
eruption of social unrest and political 
trouble. The idea of finding a way out of the 
political morass by knocking together 
alliances between political parties for 
power-sharing on (tie basis of the 1996 
electoral mandate is both fanciful and futile. 
It seems to tickle the fancy of aspirants, 
among them Vqjpayee of BJP and Kesri of 
the Congress Party, to the ofTice of prime 
minister. Their hectic moves in search of the 
soft option to realise their ambitions is likely 
to deepen the political crisis because they 
are out of step with sentiments and urges of 
the people. Thediiect and acti vc intervention 
of the mas.scs alone can bnng about a 
meaningful and enduring realignment of 
politics and policies. A mid-term poll for 
the Lok Sabha has become not only 
imperative for the return of political stabi¬ 
lity, .social cohesion and economic advance 
hut also unuvoidabie. Talk of the financial 
cost of holding a mkl-tcrm poll is puerile. 
The political and social as well as economic 
cost of not going to polls for a fresh, 
democratic mandate to govern, after the 
('oiigre.s.s Party withdrew its support to the 
UP coalition and forced a change of its 
leadership, has indeed been enormous. These 
costs must not be allowed to multiply by 
political dithering and (he personal interests 
of some pn)itician.s and coteries surrounding 
the leaders both of UP coalition and the 
opposition panics. 
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FERTILITY TRANSITION IN SOUTH INDIA 

The CDS and the FIP will organize a workshop on South Indian 
Fertility Transition in Comparative Perspective on 6*8 April 1998. The 
venue will be the CDS, Trivandrum. 

Scholars interested in contributing papers may please get in touch 
with either of the organizers. 
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B Venkatappiah: A THbute 

BTAchaiTa 


In the death ofB Venkatappiah, the country has lost a friend, 
philosopher and guide of rural development and agriculture and 
co-operative credit. 


BURRA VENKATAPPIAH. a doyen oHhc 
enitwhile Indian Civil Service and a former 
member of Planning Commission pa.sscd 
away at Delhi on August 17.Bomon October 
4. 1907 in Kokinoda, Andhra Pradesh, he 
studied at the P R College, Kokinada. and 
Presidency College, Madras, from where he 
took his master's &gree in English literature. 
He stood first in the Madras University. He 
entered the Indian Civil Service in 1931 and 
later studied at the London University. 

Venkatappiah began his career in the 
Civil Service in 1932 from the district of 
Dharwad. Karnataka, which was then a 
district in the Bombay Province during the 
Raj. He held various position.s in the fonner 
provincial government of Bombay and 
was secretary, finimce department irnm 
1946 to 1950. It was at this time he met 
Vaikunthbhiii L Mehta, a frontline leader 
of co-operative movement then and a 
Gandhian. actively a.s.sociuicd with the khadi 
and village industnes movement initiated 
by Mahatma Gandhi for rejuvenation of 
Indian villages. 

Immediately afler independence in 1947, 
inthethen provincial govern rnent of Bombay, 
Vaikuntbbhai was appointed as the minister 
for finance andccHip^ion. B Venkatappiah 
was then heading the finance department as 
its secretary. This association with 
Vaikuntbbhai continued for many years 
thaieaflereven after Voikunthbhai ceased to 
be a minister. When Vaikuntbbhai died in 
1964, Venkatappiah was the chairman of thc 
Stole Bank of India and Vaikunihbhai was 
Its non-offictol vice-chairman. This long 
association with Vuikunthbhai prompted 
Venkatappiah to joinhands with U N Dhebar, 
a former president of the Indian National 
Congress, to found the Vaikuntbbhai Mehta 
Smarak Trust in 1965 and recently renamed 
as Vaikunthbhai Mehta Rescureh Centre tor 
Decentrahsed Industries (VMRCDI) lo 
perpetuate the movement of Vaikunthbhai 
and through it promote the cause of 
development of co-operativcs and khadi and 
village industries in the country. 

He was deputed as executive director of 
Reserve Bank of India in 19.50 and was in 
charge of the department of banking and 
agricultural credit. He restgned from the 
Indian Civil Service in 1953 and joined the 
Reserve Bank of India as deputy governor 
and held chargeof the depaitmcntsofbankmg 
and induttri^ and agricultural finnnce. He 
was t«er appointed as the chairman. State 
Bank of India in 1962 and continued tn that 
position till 1965. He was the chairman of 
UieAll-Iodial^wdgrainsCommittcein 1966. 
He Worked as a member of the Planning 
Commiuion during 1966-71 and was in 
chatM of agricullure, irrigation and rural 
developtnent. He was also chairman of the 


Rural ElcarincationCorporationfnim 1969 
to 1979. 

He worked as a member of the Rural 
Credit Survey Committee appointed by the 
Reserve Bank of India underthe chairmariship 
of A D Corwola. He not only played a 
prominent role in the preparation of the 
report of this committee which became a 
landmark in the rural credit movement in 
India but also was instrumental in bringing 
about major institutional transformation in 
rural credit in the shape of an iniegratcd 
scheme of credit which involved among 
other things; (i) statutory reorganisation of 
the agricultural credit department ot the 
Reserve Bank of India, together with a system 
ol national funding of agncultural credit - 
short, medium and long term; (ii) organi¬ 
sational and financial reinforcement of 
co-operative banking, marketing and pro¬ 
cessing; (ill) taking over the Impenal Bank 
of India and its statutory reconstitution as 
the State Bank of India; and tiv) establish¬ 
ment of a number of key institutions at 
all-India and other levels such as the Central 
Warehousing Corporation, the State 
WarehousingCurporaiions, the National Co¬ 
operative Development and Warehousing 
Board (now the National Co-operative 
Development Corporation). 

Venkatappiah knew that rural development 
involved more than rural credit and us 
chairman of the All-India Rural Credit 
Review Cumniiltec (1969) and a member of 
the PlanningCommission, )ie was responsible 
for conceiving and designing In the Fourth 
Five-Year Plan several innovative schemes 
lor rural development through the Planning 
Coinmission. Two of such schemes were the 
.Small Farmers Development Agency (SFDA) 
and the Marginal Farmers and Agricultural 
Landless Labour Development Agency 
(MFAL). These two rural sector programmes 
were specially designed to enable the weaker 
sections of the rural population to beitent 
from the economic growth and development 
under the Fourth Five-Year Plan. 

With the initiation of these programmes, 
the focus of rural development programmes 
shifted from mere growth to growth with 
social justice. The programmes involved 
helping the target group to adopt improved 
agricultural technology, acquire the means 
of increasing agricultural production such as 
minor irrigalionand to help them lodi versify 
their farm economy through subsidiary 
activiiics like animal husbai^ry, dairying, 
poultry and horticulture. The agencies 
entrusted with these programmes were 
expected lo make adequate arrangements for 
the supply of necessary inputs at subsidised 
rates and credit for the same. These 
prognunmes have been in opcrelion since 
1971 and up lo March 1980 covered 1,818 


blacks nd arc now in operation as a part 
of the Integrated Rural Developnient 
Prog^me in all blocks of the country. The 
problem of small and marginal farmers is 
still with us. Today they constitute nearly 
80 per cent of to^ niral holdings. That 
Venkatappiah, a civil aervant, perceived the 
gravity of this problem some 25 years ago 
is an eloqueiit testimony to his foresight. 

Venkatappiah had an abiding interest in 
English literature, particularly poetry which 
would often express itseif, as his close 
associates say, in his conversations as wholly 
unrelated subjects peppered with verses or 
rhymes and spiced with a sense of humour. 

He took keen interest in the promotion of 
education and was president of Andhra 
Education Society, New Delhi, which runs 
a number of schools in the coital. In 
recognition of his work in the fields of 
education, literature aixt economics he was 
conferred the honorary d^ree of D Lilt by 
the Uii'.'.ersity of Andhra Pradesh. 

His deep interest in the development of 
rural industries impelled him to establish 
and nurture the development of an exclusive 
research, documentation and library and 
extension centre under VMRCDI of which 
he was the founder treasurer. Later, he became 
its chairman on the retirement of U N Dhebar, 
the founder chairman. He continued as 
chairman till 1992 when he retired due to 
hi.s advanced age and his confinenienl lo 
Delhi in the last few ycr^ of his life. He 
was insinimenial in seeming, to start with, 
.some rcscaah projects for the research centre 
on the study of impact of the electrifkaSkm 
on rural industries in certain distiKtt of 
Gujarat and Maharashtra. 

As chairman of the Rural Elecirifkalion 
Corporation of India, be was icspoiuibte for 
concei ving and putting into opemion spedai 
.schemes like speci.il project (drinking water) 
and special project (inthistries). The special 
project (drinking water) airt<ed tt assisting 
the State Electric.ly Boards in providing 
deciriltcaiion .support lo dnnking water 
supply schemes in rural areas through eight 
and 14 year loam at 2 per cent inteicst per 
annum. The special project (industries) was 
again meant to assist the State Electric^ 
Boards for protmling rural industries in smaU 
towns and villages with a populitioa dTleu 
than 50.0(X) each through the establisliineni 
of industrial estates or chisten of industries. ' 
In his death, the country has hm not only a 
doyen ofihe Indian CivilServicehuta friend, 
philosopher and guide of rural development 
and agriculture and cu-operative credit. 

Behind his solemn exterior appearance 
was a vc^ friendly and affecuonate human 
being. His close associates idl us about Ms 
rich sense of humour. Venkatappiah was 
fond of the good things of life. His bospit- 
ahiliiy was generous. 

The passing away of Venkatappiak is a 
Mow in the research activities of VMRODI. 
However, it does not in any vny radaoe to 
importance among the tpadahsad apHariea 
for undertaking reseaidi.docwnMMioii and 
extension service inthefiekltrfde c cn ualia e d 
niral industries in the couniiy wMdi have 
now been given a spedai pfaiM in the 7M 
and74thConstitutional Am m dw ea ia(19>|) 
under Panchayat Rty. 
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Tkmmg the Tkx-Man: The US Way 

AB 


It might perhaps restore some confidence in the tax administering 
agencies in India if at least some of them, like the two central tax 
boards, were put under a truly independent and properly empowered 
oversight panel as the US Congress is seeking to do for the Internal 
Revenue Service. But will our legislators see the merits of the move? 


IN (be US, as everywhere else, (he (ax-man 
is haled and feared more (han perhaps any 
other law enforcing agent of the go vcmment, 
not so much because he singes the pix:ke(s 
of the people for purposes they cannot see. 
but because he wields enormous power to 
pry into their pecuniary preserves and makes 
life difficult even for those who try to keep 
conscientiously on the right side of the law. 
How difficult it can be at times was revealed 
by witnesses before the Senate Finance 
Coiiunittee of the US Congress in (he course 
of heatings in September on the abuses 
of the Internal Revenue Service (IRS). Of 
the several stories narrated by victims 
to illustrate their suffering at the hands of 
the ruthless agency, the one that made 
everyone sit up was the case of a woman 
testifying that she was hounded by the IRS 
for 17 years for a tax bill that her former 
husband had already paid. Although she 
offered to pay anyway, ‘liens' were slapped 
by the agency on her new husband’s 
bouse, salary and retirement fund, driving 
the couple in desperation to Tile for divorce 
and bankruptcy in order to protect their 
assea. 

It is the IRS culture that is to blame for 
the horrors, said employees of the agency 
itself, testifying behind partitions in 
electronically synthesised voices to hide their 
idotity. ‘The IRS has become increasingly 
atufaoritative, secretive and loath to admit 
mistakes - more interested in meeting revenue 
targets than providing service to taxpayers”, 
they deciar^ in anguish. 

The congressional hearings - dutifully 
relayed by the TV networks and extensively 
reported in the newspapers alongside the 
proceedings of investigation into the 1996 
presidential campaign fioanci ng - sent shock 
waves aciDU the nation, sparking anger and 
demand for reforms ranging from a thorough 
overhaul of the IRS organisation and methods 
to radical restructuring of the nation's taxes 
and the laws imptementing them. Small 
businesses, in particular, frequently targeted 
by the IRS over the issue of pay^l taxes, 
now want tax reform to be a number one 
goal for 1998. 

All this has come as a ‘capital gain’ to 
Rcpublicaiu, as the Washington Post put it. 
de^rerately looking for a cause to tune their 


battle cry for the coming congressional 
election campaign. Their ebullient cross- 
bearer and speaker of the House of 
Rcpreseniative.s, Newt Gingrich, has vowed 
to launch a national debate on alternatives 
to (he current income (ax that would need 
no IRS to administer. Unfortunately, while 
everyone in the GOP (the ‘Grand Old Party’ 
as the Republicans arc called) would like the 
intrusive income-based tax. and (he infernal 
agency that enforces it, to go, there is no 
consensus on what could be a suitable 
substitute. House majority leader Richard 
Armey champions a ilat tax for individuals 
above a certain income level, while the 
chairman of the Way s and Means Committee. 
Bill Archer advocates consumption rather 
than income to be the principal base of 
taxation. Yet another idea passionately 
propounded by some is to legislate a IS 
per cent national sales tax, scrapping the 
present tax code. No one seriously believes 
that any ot these propositions has (he 
potential to raise the revenue the govern¬ 
ment needs to run. at least not unless the 
rates of tax are pitched at levels that would 
be unacceptable. A ’big’ sales tax, according 
to Joel SIcmrod, the acclaimed fiscal 
economist of Ann Arbor, would be a 
NAUSEA-1 ('not administrate at usual 
standards of equity and intrusiveness'), 
sure to spawn lax evasion, barter and black¬ 
mailing. 

Beating the tax code and tax collectors is 
a political uadition as old as the US, the 
Washington Post points out, and a radical 
shift of the lax base from income to 
expenditure or sales is unlikely to catch the 
fancy of Americans m the foreseeable 
future, the 'horror stories’ of IRS abuse 
notwithstanding. However, the public image 
of the IR S as an ‘all-powerful, uiuccountablc, 
tone-dear organisation conffrincd by the 
hearings compelled president Clinton to act. 
Soon after the testimonies concluded, he 
announced a number of measures that, he 
thought, would substantially enhance the 
capability of the IRS to render services that 
(axpayen need and change (he mind-set and 
culture that fostered the abuses brought to 
light by the hearings. Heteaner,lbepresidem 
has promised, "there will be no revenue 
targets for IRS employees any more; 


telcfihone services will be available 24 hours 
all tlK year round; ‘taxpaiyer advocates’ will 
be given more powen to issue immediate 
relief to taxpayers; independent local 
advocates panels would be created to see that 
taxpayer complaints and grievances are 
adequately addressed; refund claim period 
of taxpayers with health problems will be 
extended; more taxpayers will be allowed 
to use the tax court’s streamlined small-case 
procedures and assistance for tow-income 
assessecs will be expanded." Though not 
agreeing to turn over the control over the 
agency from the treasury department to an 
independent board, the presidem nevertheless 
promised to set up a new public-private IRS 
board of trustees to provide strategic advice 
to the secretary of the treasury, reporting 
independently to the president and the 
Congress. 

Within less than a fortnight, bowing to 
sustained further pressure, an initially 
reluctant Clinton administration has gone 
along with the Congress to initiate more 
sweeping overhaul of the IRS than it had 
originally agreed to. These changes, 
incorporated in a legislation pas.sed by the 
House Ways and Means Committee on 
October 22 with huge bipartisan support, 
will bring in an oversight board dominated 
by private citizens to be appointed by the 
president and confirmed by the Senate, that 
will have broad authority over the IRS’s 
strategy, operations and budget. Another 
significant change is to switch the burden 
of proof in disputed cases from the taxpayer 
to IRS. The bill also makes it easier for 
taxpayers who win in disputes with IRS to 
collect generous legal fees and damages and 
will extend tu tax advisors the same principle 
of confidentiality enjoyed by lawyers in 
dealing with clients. 

The wi.srJum of shifting the onus of proof 
to the IRS has come in for criticism in 
knowledgeable quarters, as it overturns the 
well established rule that the burden should 
rest with (he party who has control on facts 
and records. The switch, it is argued, will 
grievously weaken the IRS in enforcing the 
tax laws and may compel it, whenconfronted 
with suspicion of misdemeanour, to embark 
on an invasive investigation, a former 
assistant secretary in the Reagan' 
administration has warned. The country can 
ill afford tu be soff to tux evaders, whn 
accounted for an estimated $ 330 bn in 
unreported taxes, (he bulk suspected to be 
due from small businesses, it was argued by 
sceptics. "Do not play politics with taxes" 
(he A/ew Font Times cautioned, before (he 
housecommineetookupthepraposals.SonK 
changes may yet lake place to correct the 
palpable infirmities, when the bill comes up 
before the Senate next year. The ovenighi 
board however seems to have come to stay, 
feare of possible conflicts of iitteicM wiiti 




the incanion of private members not- 
withiUnding. 

For underiying the overwhelming suppon 
for the legislatioo within Congress is the 
suspicion that the IRS has been a tool in the 
hands of politicians in power to torment thuir 
detractors desjMtc past attempts to prevent 
political interference. The depoliticising 
reform of the country’s tax administrating 
agency that took place in 19%, following 
the celebrated King Commission’s findings 
of terrible corruption, had sent several 
treasury officiais to jail and led to rechri' 
stoning of the then Bureau of Internal 
Revenue with a more user-friendly name - 
the Internal Revenue Service. But that 
apparently did not stop John Kennedy 
from finding ways to usetheagencytopursue 
his political f^oes. Another round of 
depoliticiaation took place after Watergate, 
when for the White Hou.se to order a tax 
audit (‘scrutiny’) was made a felony. Yet, 
one finds, as the Wo// Sirfei Journal noted 
in a recent editorial, the IRS embarking on 
investigations for possible lax delinquency 
of conservative organisation.s, from the 
Heritage Foundation to Jack Kemp's Tax 
Commission, to the National Rifle 
Association - the last one occurring just 
two weeks after Clinton publicly came 
down on it. 

Much of the rhetoric (hat accompanied 
the taxpayer persecution stories narrated to 
the Congress - revenue targets for lax 
officials, their culture of high-handedness 
and proclivity to pillory the enemies of 
political bosses - would ring familiar in 
India. An additional and mure pernicious 
ingredient of tax borror in the Indian con¬ 
text would be the all-pervasive corruption. 
If none of these has led to any campaign 
for refonn of the ux agencies of the kind 
that the US has just seen, the reasons could 
he, one. the relatively small number of 
people coining directly within the tax fold 
and. iwo, the availability of a safety valve 
provided by Ihe legal system in the form of 
judicial reprieve for the resource rich. What 
IS mote, the abuses suit crafty taxpayers os 
much as many of those who are supposed 
to nab them. Few among those who have 
nothing to fear, dare to complain for fear of 
reprisals. There are no doubt advisory 
panels made up of non-officials to air 
taxpayer grievances. But they seldom meet 
and even when they do, their deliberations 
rarely make any re^ difference to the way 
Ihe tax agencies function. The burden of a 
conscientious lax man on the other hand is 
more onerous in India than in the US. what 
with threats of victimisation for treading on 
strong political toes, and judicial protection 
that ofTenders often use as a refuge for 
unending years. One thus hean of raids, 
searches and arresu galore hut rarely of any 
conviction. 


All in all, the tax administering agencies 
in India, like several other arms of law 
enforcement in tJic country suffer from a 
crisis of credibility that has eroded the 
credibility of the stale itself. While it 
would be futile to expect things to change 
in reality without a change of heart among 
those who rule (or want to rule) the 
country, it might perhaps restore some 


confideiice in the inititutioiis dui play a 
critical role in untying the values of a 
democratic country, if at least some of them 
like the two central tax boards were pin 
under a truly independent and propcMy 
empowered oversight panel as the U$ 
Congress is seeking to do for the IRS. Will 
our legislators see the merits of the move? 
One wonden. 
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Regional IVade and Investment 
Case of SAARC 

Nitisb Sengupbi 
Arindam Banik 


Once the transitional problems caused to present import-substituting 
industries and consequent lass of employment are overcome, the 
creation of a free trade area will yield major benefits to all the 
countries of the South Asian Region. 


I 

THE proposed creation ol u free trade 
area in the South Asian Region (SAARC) 
in the long run will perhaps be the biggest 
change in the history olThe region. Debates 
about its prospects and extending 
membership to Myanmar and Afghanistan 
make headlines in the news media in the 
region. Nevertheic.ss. SAARC. if and when 
it goes ahead, will have important economic 
implications. 

Some of the important gains from regional 
free trade may be mentioned in this context. 
One kind of additional gain involves 
economies of scale. There are many liinila- 
lions for a protected economy: fragmented 
production, reduced competition and urti> 
ficial profits. With u proliferation of firms 
in narrow domestic markets, the scale ot 
production of each firm becomes mcfficient, 
as is evident in the electronics and textile 
industry in India; rubber, machinery and 
food indu.stry in Paki.stan: textile, cement, 
machinery and food industry in Bangladesh 
and so on. 

A free trade area will provide entrepreneurs 
with the incentive to seek new way s to export 
to compete with imports. It oficrs 
opportunities for learning and innovation 
All the member eountnes can work like one 
giant liberal economy, with low or no 
obstacles to trade and inve.stment and 
common regulatory regimes and eventually 
perhaps one currency. 

It is true that the SAARC eountnes are 
low and middle income developing countne.s 
whose economies share many similaniics 
related to their geography us well as the 
eommon aspects of their culture, history and 
economic and social development. Given 
their high population levels, by compari.son 
with not only the major industnal countries 
but also most countries in Africa. Latin 
America and West Asia, the SAARC 
countries have a comparative advantage in 
the production and international trade of 
many labour-intensive manufacturers. Yet. 
trade relations of the SAARC countries arc 
also shaped by political factors; in many 
instances using quantitative restrictions 


and harriers to imports, these countries 
hifidcr (rjtif (o pmteci tavoured domestic 
industries. 

Most economists and policy-makers agree 
that regional trade under three different 
arrangements, vu. preferential, free trade 
area and most lavoiuitenation might increase 
the volumcof trade. J Viner outlined anumber 
ofconditions lurprobahle success,or failure, 
in meeting the goal of increasing national 
and world economic welfare under each 
•scenario. The rcixson. he .says, is the extent 
to whieh preferential trading urrungcmcnis 
provide new opportunities for trade between 
eountnes. 

Prcfcrentml trading arrangements among 
competitive economics, which one can 
dcllne as economics having .similar struc¬ 
tures (e.speciully with regard to industrial 
subsectors), are most likely to be trade 
creating. In particular, preferential urrungc- 
ments would allow coinpetilive coumnes 
to increase their specialisation in produ¬ 
cing (and exporting aiming Iheinseivcs) 
goods produced previously in highly 
sheltered markets, tallowing each country's 
comparative advantage and without 
diverting substantial trade from third 
countries. 

II 

In a recent study the aulliorsof this article 
employed a compuinhic general equilibrium 
model to understand the trade behaviour iit 
select macro-economic parameters under 
threescenano, viz, S AARt' preferential trade 
urrungcnicnts (SPTA), SAARC free trade 
area (SPTA I and most favoured nmion status 
(MFN). 

Expenditures on final demand and llic 
wage rale rise in response to trade 
liberalisalion. but the increases m both 
vanabics lend In be greater for India than 
lor the other countries under the MFN 
scenario and just reverse under the SPTA 
scenario. For instance, under the most liberal 
variant of MFN plan, expenditures expand 
by about 5.46 per cent in India and 
substantially less than I per cent in the other 
SAARC eountnes, but under SFTA 
liberalisation they expand by 0.83 per cent 


and more than 3.66 per cent respectively. 
Moreover the exchange rate of India 
appreciates under MFN (4.10). whereas the 
exchange rates of the others AARCcountries 
tend to dislike it. Finally, under SFTA the 
exchange rate of each of the SAARC 
countries declines, but the magnitude of the 
decline is substnmially less in the case of 
India (8.10 per cent) than the other four 
countries (for example, 30.1 per cent for 
Bhutan). 

Maintenanccufextcmalequilibriumunder 
each scenario ensures that total exports 
incrca.se by the same amount as total imports 
for each SAARC country. Import 
liberalisation under the SPTA plan stimulates 
an expan.vion of total .SAARC cxpori.s of 
about $ 1,104 million (scenario one). The 
unxiuni IS SIgni ncuntiy di fferent under M FN, 
S 1.3.56 million. However, it can increase 
by about $ 0.061 million under .SFTA. The 
rcsuli.s indicate that SITA-based import 
liberalisation results in an expansion of total 
SAARC export more than nine times larger 
than under the other variants. SFTA-based 
trade scenario in (he SAARC region reveals 
many practical solutions and explains the 
rolcof geography incxplaining trade relations 
among the partners. 

For example, informally exported items 
from Bangladesh to Agartala (Tripural 
dominates the markel.s as items manufactured 
in Bangladesh arc less expensive compared 
to mainland Indian producis due to scale 
economics. At the other extreme, informal 
exports from Bongaon (West Bengal) to 
Je.s.sorc iBungladc.sh) dominate Jessure's 
market. Unfortunately, the policy-makers in 
this region understand only macro level 
larilf reduction without understanding 
geography and scale economics. The results 
show that iniru-SAARC trade can be 
increased by 30 per cent under SFTA. 
Considering the roleof informal trade within 
this geographical area. intra-SAARC trade 
can he increased hy 60 percent. Thuscommon 
people in all Ihc member countries arc the 
net losers, paying high prices for import 
substituted products or products imported 
informally. 

Ill 

Foreign direct investment (FDI) and 
regional trade arc generally mutually 
supportive. They arc now playing a central 
mic in the ongoing integration of many 
economic zones in the world. In many 
economics, such integration wa.s further 
facilitated by the historical moment and ^ 
political balance. That is wliy a conquered : 
and humiliated Germany had to accept a 
plan of future integration while u victorious 
hut weak France was willing and able to 
offer it. 

Iniernaiioiuilly rUc in FDI has occurred 
in the industrial countrie-s. FDI concentrates 



on I small number of developing countries. 
It appears that PDI as a propanion of gross 
dom^c product across ail the SAARC 
countries is marginal. Overthc last few years 
many developing countries have taken a 
fresh look at policies towards FDI. In the 
altennath of the debt crisis, FDI has appeared 
to be an increasingly attractive alternative 
to long-term bank loans and as a form of 
capital inflow to developing countries. Over 
the past decode, several developing countries 
have taken measures to attract foreign (lirci.’i 
investment. Theeffects havetliffered widely 
from one country to another in the SAARC 
region. 

FDI appears attraaivc because it involves 
a risk-sharing relationship with investors 
Irom the home country. This docs not exist 
in the formal contractual arrangements lor 
foreign loans. It appears panicu larly aiiracti ve 
when cxi.siing stixrks are low. Low slocks 
of foreign-owned capilai imply low Hows 
ol repatriated pnifits. With time, however, 
success in attracting FDI will increase this 
counler-flow, which could exceed the 
alternative flow of imcrcM payments in 
the long run. Clearly, ihereltire, the question 
of the cost of FDI ntust be addressed m any 
evaluation of the benefits lo he derived 
from substituting FDI wiih torcign bor¬ 
rowing. The benelils tii the host country will 
depend on holli the sire nl llic package of 
inceniivcs aiul di.siiiccniivcs to FDI as well 
as the extent of other distortions in the 
economy 

In examining (tie responses ol vanous 
inucro-ccoiKtmic paramcicrs. the authors tiiid 
that FDI has a .signilicanily pixsitivc impaci 
on gross domestic invesiment in the member 
coiimncsexcepting India, Nepal and .SAARC 
niember countncs us a whole. Hus is due 
lo India's policy changes in IWO-'fl. Hie 
ratio of FDI lo domestic mvesimeni has not 
exerted u signiticani inipaet on raal CiNP. 
However, the results are all po.sitivc iii 
aceelcraiing growth. The cffcei of FDI on 
exports IS pirsilivc except m the case ol 
.SIaldi ves. Indeed, FDI tnllowsover ihe studs 
pcritid are associated with moderate levels 
of elasticities. 

With the exception of Pakistan, inflow of 
FOI inotherciHimriesis.stningly associnied 
with a moderate level of import elasiiciiy 
It i.s likely due lo the fact that FDI .seems 
In have been directed not only inin export 
indusiric.s but also into impon suhsiiiuiion 
aelivilies. On the whole, FHI inflows over 
the study period raise exports and reduce 
imports from non-SAARC and SAARC 
countries. 

IV 

One area where FDI can make a valuable 
comribution is in reviving traditional land 
and water routes between Bangladesh and 
India'i north-eastern states. The distance hy 


road between Calcutta and Agaitala is about 
2,000 km which is longer than the distance 
between Calcutta and Bombay. Road 
transport is expensive, and import diesel 
cosfs India much foreign exchange. One 
need not go into the question of spending 
billion.s of rupees on constructing railway 
lines connecting the north-east. If bulk 
commodities can be transferred from Calcutta 
or Haldia by ship along the coast to 
Chittagong port in Bangladesh, and thereafter 
earned on by Bangladesh railroads lo 
Akhaura (about 100 km), adjacent to 
Agartala, and flnally transported by Indian 
trucks to various destinations in the north¬ 
east, the cost of transportation could he 
halved. 

This scheme has been prepared hy the 
Indian Railway Board. Indiaand Bangladesh 
will both reap considerable economic 
henefii from it. Bangladesh could charge a 
hand.somc royalty from India for the use ol 
Cliiiiagong port and the railways between 
Chittagong and Akhaura. This will help 
Hunglode.sh to set right the adverse balance 
of trade with India. Bangladesh docs not 
have enough goods for export to India, hui 
iican export services. Then again, this traffic 
will improve the berthing facilities ai 
Chiilagong.Thcaddilional iraflklo Akhaura 
will open up employment opportuniiics 
along the route. India could offer lo con¬ 
struct berths at Chittagong port dedicated to 
Indian traffic and also provide railway 
wagons. In this way, India will save foreign 
exchange. 

Aiioiher alternalivc Is the rcaciivation 
of riverine iraffic between Calcutta and 
Assam through the Sundarhans and the 
Bangladesh river system. There was 
considerable iralTic on this route until IDh.s, 
when It w'lu- closed. On paper this route 
was revived alter the independence ol 
Bangladesh in )D7I. Bui ii has remained on 
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paper becauro of lack of iavestmem which 
is necessary for maintaining a navigable 
channel throughout the year and because 
of inertia. According to a study by the 
Planning Commission, the river route is 
navigable throughout the year from 
Calcutta uptotheriverport Ashuganjonthe 
Meghna. or even up to Karimganj. The 
distance between Ashuganj and Aganala is 
only about 40 km. 

What is needed is the activation of this 
route with advice and help from inland 
water transport experts from Germany, the 
Netherlands, Russia, China or France who 
have traditionally used inland water-boroe 
irafflc. What is lacking is a poliucal will to 
try out this concept. Whether the coastal 
route IS operated from Haldia to Chittagong 
or the railroad lo Akhaura or the river route 
Irom Calcutta to Ashuganj and Karimganj, 
ihc economic potential is enormous for both 
Bangladesh and India. 

V 

Once the countries of the region decide 
on transit trade and mutual co-opcraiion in 
trade and investmeni, they will realise that 
political differences arc of secondary 
importance The biggest problem is to face 
the transitional period when import- 
substituting industries may lose com¬ 
petitiveness and there may be some rise in 
unemployment. However, in the long run 
indusiries m the member countries would 
he competitive, based on natural advantage 
ol geography and scale. The SAARC fund 
can monitor retraining and creation of 
alternative employment oj^ionunities. 

IThis ihUc is based on the .i ihon' paper on 
'Regional Trade ti id lavcslmetH in Deve¬ 
loping Cuunmes' ThcCaseorSAARC.peetciiled 
ai 3 seminar urgantted by Maulana Abut 
Kaluin Azad lastiiuic of Asian .Studies. Calculta. 
dunng Man-h 12-14, IW7 | 


MINORITIES 


Shyamlal 
Saukath Azim 
A.R. Saiyed 
C. Lehri 
P.C. Jain (eds) 

M. Shabbir (ed) 
|.K. Pundir 
S.N. Singh 

N. Mohammad 


From Higher Caste to Lower Caste 
Muslim Women: Emerging identity 
Religion and Ethnicity among Muslims 
Socio-Demographic Profile of Muslims 
Scheduled Caste Women 
B.R. Ambedkar; Study in Law and Society 
Changing Patterns of Scheduled Caste 
Reservation Policy for Backward Classes 
Indian Muslims 


Rs. 340 
Rs. 350 
Rs. 47S 
Rs. 190 
Rs.450 
Rs.bOO 
Rs. 350 
Rs. 450 
RS.S00 


RAWAT PUBLICATIONS 
3-Na‘20, Jawahar Nagar, JAIPUR 302004 


T«l b141-Mieu 
Fm 0i4r-«ir4a 





i»ii npiiiiiyaiyiwi 


J 


PERSPECTIVES 


Imagiiiing the Indian City 

A G Krishna Menon 


The way town planners conceive cities in India is largely derived 
from British town planning experience in the belief that they are 
universal and modem. Even town planning laws are basically British 
constructions and have not evolved significantly since independence. 
There is no history of indigenous town planning thought to break the 
colonial influence on the way town planners conceive urban problems. 


THIS paper examines the way town planners 
concrivethe city in India. More speciflcally, 
it is a discussion concerning some recurrent 
pattenis which Indian town planners follow 
to achieve an image of the city they aspire 
to build. These ptatems are invariably, and 
unqueationingly, adopted from a culture and 
society which once colonised India, and 
their continued use almost 50 years alter 
independence in symptomatic of the larger 
malaiseafflicting the profession. They reveal 
the way town planners ‘imagine' cibes. which 
in turn reflects their cultural bia.scs, social 
attitudes and economic preferences in 
response to urban problems. These responses 
ate inadequate and the problem of Indian 
cities, one is beginning to suspect, i.s that the 
cure is worse than the disease. 

There is a growing awarene.ss of the 
inadequacy of western-based luban models 
when appi ied to third world SI tuations.'There 
is also a corresponding awareness of the 
‘crippled-mind syndrome' that charactenses 
the post-colonial condition,’ as well as the 
imperatives which led newly-independent 
countries to revolt against their own past.' 
It is not necessary to go into those debates 
here, for Indian architects appear to have 
taken stock of the situation in their practice; 
this is reflected in their sd f-conscious search 
for kfentity.* The Indian town planner, on 
the other haod, has not. and his alienation 
frirat ground realities is clearly evident from 
the seemingly intractable problems which 
confront Indian cities. The logic of urban 
development appears to defy his will and 
imagiDation and it is commonly acknow¬ 
ledged that successive Master Plans are 
chametetised more by violations than by 
observance. Toacertain ex tent, it is possible 
to trace the cause of the problem to the 
colonial origins of modern town planning 
but. afler almost 50 years of independence, 
one b^ni to suspect that there are other 
issues involved. Nevertheless, it is still fmitfol 
to begin by examining the origins of modem 
town pUfining in India. 

OaioiNS OF Mooeais Town Planning in India 

Rather than proceeding with a historical 
- - i_.;ii rrfertoaremarkably 


unsclfcoiisciuus Handbook on Town 
Planning produced by the public works 
department (PWD) of the government of 
Maharashtrat lOth edition published in I976P 
10 make ihc necessary inferences. By their 
very nature handbooks are simple and 
straightforward documents containing 
practical information and by their very 
guilelessness, they end up revealing much 
of interest to the serious reader. The 
Maharashtra Handbtmk unabashedly offers 
examples of Briti.sh town planning practice 
for use by the Indian town planner and thus 
is transparent both about its pedigree and 
professional stance. For a start, we leant 
much from its publishing history itself. The 
first edition was published in 1876, when 
the British began to systematically take 
measures to ensure civic health and hygiene 
in their colonics (and at home). Thctcaflcr, 
the Handbook was revised eight (iipes at 
fairly regular intervals up to 1931, no doubt 
to incorporate changes and other 
developtnciiU in the Held. The ninth edition 
was brtxjghl out 18 years later in 1949, 
immediately after independence, and finally 
the iOth edition, the one under reference, 
was brought out in 1976.25 years later. This 
chronology brings to light the fact that the 
colonial government found it necessary to 
regularly update the Handbook (the longest 
interval being between the fiflh and sixth 
editions, which was a period of 20 years 
from 1896101916), while the period bet ween 
editions since independencehas considerably 
increased and thm have been only two 
editions in almost SO years. Tl^ is all the 
more surprising when one realises that the 
material conditions in society have altered 
to a far greater extent after independence 
than they did in the earlier 71 years since 
the first edition was published. 

Since town planning is almost exclusively 
undertaken by the government and town 
planners arc most often in government 
service, it is possible to speculate that the 
reluctance to regularly update the Handbook 
after independence is partofa larger malaise 
afflicting the bureaucracy in general. The 
stark fact of the matter is that town (rianning 
under government aegis has been reduced 


to an unin-spired, mechanical exercise, and 
town planners are low-level functionaries in 
the decision-making hierarchy of the 
government. This may very well have 
sciitched their initiative in updating the 
Handbook. The fad that they arc marginalised 
is often cited by town planners themselves 
as reason enough to justify their 
incfrcclivencss;" but this inability to update 
the Handbook still beg.<: (he question and to 
understand the problem in a brooder context 
we must investigate the ideology of town 
planning in India. 

At the very outset we must acknowledge 
that modem town planning in India did nut 
evolve out of a pre-existing ideology a.s it 
did in Ihc west; what passes for such an 
ideology in India can only be inferred from 
the town planning laws which were cn,iclcd 
by the colonial government, and retained 
alter independence. Here I am not referring 
to indigenous town planning traditions which 
were rendered ‘invisible' typically through 
the imposition of the Handbook work culture 
in ihe management of cities. The Handbook 
categorically .stales that town planning law 
in India has been largely hosed on the Bntish 
pattern (p lO) as though the situation at that 
time in the country was ‘tabula rasa’. The 
earliest laws (Bombay Town Planning Act, 
I915) empowered the local authomy to 
control the use and development of land 
through zoning and building regulations, 
acquire land for public purposes and recover 
betterment contributions in respect of plots 
benefiting from improvements. Under these 
early acts, schemes could only be made for 
open suburban lands and not tor built-up 
areas within the town. Ignoring Ihe built-up 
areas within towns, and later dealing with 
them as exceptions to ‘norms’ identified in 
the Handbook demonstrates a warped 
perception of Indian urban reality and was 
perhaps the most invidious legacy of these 
colonial laws. 

The Handbook provides models for new 
development layouts. Commending the 
concept of Ebenezer Howard's Carden City 
for application i n India, it reproduces 'ns plan 
(p 35). I am emphasising the fact that only 
the plan, that is, its physical elements, svas 
used to describe Howard’s ideas because 
sigtti ficani ly, the social and economic contern 
of Howard's proposals were totally ignored. 
Consequently, the cunccpt.asund^oodby 
Indian town planners. Uanslatcd into low- 
density suburban dormitories. Instead of the 
self-contained town envisaged by Howard 
as an alternative tuthcsuul-dcitroyingurban 
environments of his times, only the elctnerKs 
of zoning, ‘neighbourhood units' and ‘green 
belts' were incorporated and absorbed Into 
the local planning vocabulary. The physical 
elements ofHowaid’scoinplex ideas remain 
a powerful image for a desirable uibar 






onvinMQMiit m the miiidf oi our town 
fduncn and the geneiis of thia image may 
well have been handbooki luch at the one 
f am referring to.' 

Soon after independence town plannen 
realiaed that lulwiban developments were 
not aolving urban inoblems. To enable the 
local authoiitiei to tackle town growth and 
devekfMnent in a comprehensive and well> 
Integrated manner, thel 913 Act was replaced 
by the Bombay Town Planning Act of 19S4. 
Under this act it was obligatory for every 
local authority to prepare a development 
piM for the emire town after carrying out 
surveys and studies of its physical, social 
and economic conditions. But even here it 
must be pointed out that besides being mere 
lip service on the part of the Indian town 
planner, these chaiiges were derived from 
the British models, because the 1954 Act 
was based on Britain’s Town and Country 
Planning Act of 1947. The 1954 Act did not 
eme^ from a ground level understanding 
of the problems at hand, and this is a 
characteristic of such legislation in other 
slates as well. Maharashtra has beenapionecr 
in these matters, other stales in the country 
have by and large followed suit. The official 
‘ideology* represented by these town 
plaiming acts hiu not changrd srgnificanlly 
because the laws have not changed - except 
to introduce a regional perspective (for 
example. The Maharashtra Regional and 
Town Planning Act, 1966). In cfTect, town 
planning legislation and ideology which in 
Britain evolved in response to changing 
conditions have remain^ frozen in time, in 
India. That time is still 1947. 

A Preliminary SrETULATioN on Attitiides 
TowARixs Ones in India 

To understand this obscurantism, we need 
to examine the cultural attitudes towards 
cities amongst Indians in general and town 
plannen in particular. Universally, the city 
in history emerged with two primary 
characteristics: first, a high density of 
population concentrated within a limited 
space and, secomt, a predominantly non- 
agricultural, particularly non-cultivating, 
popuittion.' However, each local culture has 
imputed distinct meaning to this universal 
characteristic. For example, there is a 
tendency in several cultures - and periods 
in history within cultures - to conceive the 
city as a den of evil, corrupting the pristine 
spirit of man, weaning him away from a 
simple, godly life close to nature, into snares 
of temptation.* TTie city is also seen as a 
parasitic growth on the rural cauntiyside, 
siphoning away iu surplus, drainiitg its 
manpower, without recompense for the 
village. This perspective is evident in the 
Gandhian ideology which strikes a 
lympsihetic chord in the Indian mind and . 
continues to colour our world-view, current 
economic ttforms notwithstanding. This 


perspective is iwnforced In present times by 
the sigitificaiftlinpact of whM may be broadly 
termed ‘green’ politics. Agsin, ‘green* 
sttitudes sit comfortably In the Indian mind 
because they find resonance in ancient myths 
andlegends.TheGaiKBiiansaiidthc ‘greens’ 
share a political platform dominated by 
concerns for equity and long-term 
sustainability. What is to be noted about this 
consonance is. not the impiicii pro-rural, 
agrarian perspective, but its anti-urban 
implications.'* 

Other cultures, on the other hand, hold 
equally misleading views, glamorising the 
city arid placing it in sharp conuast to the 
‘primitivism' chanctoMcof villages.'' The 
medieval city in Europe is an example of 
this point of view, and it evolved inevitably, 
in those cultures, into the industrial and post- 
induslria] cities which have come to sym¬ 
bolise their civilisation; urban, capitalistic 
and technology-dependem." 

Indians, by and large have been nature- 
oriented rather than diy-onenied. My cursoiy 
survey of the imagery used by artists, writers, 
antf even areas of concern in the social 
sciences, leads me to conclude that urban 
culture has not permeated our imagination, 
even though the urban environmeni is often 
a tangible reality in our lives. Urfaaneness 
and urbanity have generally been courtly 
virtues in the past and are not middle-class 
characteristics of contemporary urbanites. 
Only when positive urban attitudes evolve 
can we expect cultural metaphors, and 
imaginations, to change. I believe that for 
urban economics and urban sociology to 
develop as useful disciplines in (he area of 
urban studies and practice the imagination 
of researchers will have to undergo a 
transformation. Otherwise their work will be 
what it is today; inconsequential and 
desultory. I slate this as one who has sought 
their advice on, several utban conservation 
projects without satisfaction. 

The basic concern of town planners is the 
spatial management of change. Other 
disciplines influence their perception of such 
change; social scientisit, for instance, see 
change as ‘progress' and look upon the 
conditions in India as regressive of the 
European experience.” In England, at the 
turn of the century, views of ‘progress’ as 
evideiu in increas^ urbanisation and utban 
blight were contested by the Garden City 
Mo vement, "a period in histoiy when modem 
town planning was inirodut^ into India. 
Despite the fact that it was the physical plan 
of the Garden City rather than iu social gntf - 
economic agenda which took root in Itidit 
and remained firmly embedded ia the 
imagination of theiownplamer.the adoption 
of even the plan constituted ‘progress' and 
a move towards the 'modem' as far u the 
town planner was concerned. 

To this ‘progress' in town planning 
imaginatian must be appended a few other 


‘events’ inttedevelopmentof tovmplaaaing 
in India There was the kooic power of 
^metric patterns in Edwin Lutyens’ plan 
for the imperial city of New (1930) 
based on baroque tovra patterns - wide, tree- 
lined avenues, monumenul vistas, parks, 
bungalows within large urban Iota, and 
European archetypes like circuses, cousts 
and baronial manaioos whicb may at wdi 
have been transplanted from the English 
countryside. Lutyens was, after all. the pre¬ 
eminent country-haute aidiftect of Eqgl^. 
I suspect that in both cases - Howard and 
Lutyens - the Indian town planner identified 
with their patterns not th^ ideas, because 
they made sublimina) references to ootraic 
diagrams embedded in their collective 
consciousness. 

In another shift in geographic andcultnrsl 
locale, it was the idea of Daniel Bumhaffl’a 
City Beautiful movement that was picked op 
by the Indian town planner in the 1960s and 
1970s. Again we are confronted with 
evidence of the inadequacy of cross-cultural 
translation of ideas, becai^ even a cursory 
study will indicate that there is no 
understanding of Burnham's proposals for 
beautifying Amencan cities at the tun the 
century, only a superficial perceptioa of the 
Idea of beautification. Thus, in the face of 
massive urbanisation which began with the 
partition of the country the town planner 
resorted to ‘besutifying’ the city by evictmg 
its sium-dwellers. 'This was wish-fiiUiiineM. 
pure and simple, and through it one begint 
to glimpse another ditnension of the 
shall owness of the town |$lanaer's coaoeption 
of theaty. not onlyanii-utfaarL but posseiritig 
an oui-of-sight-out-of-mind approach to 
solving urban problems. 

Other eleaaenu of the toam ptanaer's 
imagination which can be discerned derived 
from Le Corbusier's plan for Cbaodigath 
and the Master Plan for Delhi, prqiared with 
the assistance of Ford Foondatioa expeils 
(1962). The first introduced the conoqit of 
the super-block and the continuous leisure- 
valley, which became recunent molift la 
several Master Plans mode for other ciliei: 
and the second, the principles of poty-nodal 
development modules with segregaued 
functional-Hisc zones, which slso became a 
stock-in-trade in the repertory of towa 
plannert all over the country. Of counCtbolh 
evenu were charged with anirresistiblessn, 
one on account professional primscy, the 
other due to political primacy. Lest the poiol 
be Iqst, lei me reiterate that all theseekaaems 
arerooledtnacoloaialiiiiiid-sel.sodtMihsi^ 
of signiftcance is derived from tndiienous 
experiences. 

Two other events in the dev el epmst of 
town plaiuiiiig pcactioe in Udia should hho 
be noted, if only because (hey biW lo 
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a^n counesy Ford Foundation experts. The 
‘structure plan' practice was adopted in 
Britain in the 1970s, and even though it was 
introduced into the Calcutta Master ^an 
soon tbereafter. it did not take hold in India. 
In fact, when I attempted to revive the idea 
on wholly pragmaticgrounds for the proposed 
new Master Plan for Bhopal in 199.^, it ran 
into critical opposition from both local town 
planning officials and academic experts 
invited from the School of Planning and 
Architecture, Niw Delhi.''The secondevent 
was the pubhcation of the Ae/wrr of the 
National Commission on (/rhamsation."'The 
commission made commendable proposals 
to change the paradigm of urban planning 
to become more respon.sive to the existing 
urban condition, but without success: the 
report appears to have been consigned to the 
archives.' M n both cases, my suspicion is that 
town planners did not respond to these 
opportunities tochange their practice because 
they were expected to absorb new ideas not 
new patterns, and therefore, status quo 
continued to prevail. 

Let me recapitulate the gist of my argument 
regarding the construction of the I ndian (own 
planner’s imagination. First, town planners 
have accepted the ‘universality’ of Rntish 
experience because the methods, devices 
and legal instruments of urban planning arc 
based on British models These instruments 
have moreover not changed signiricanily 
from the time they were enacted indicating 
a professional distancing trom urban issues. 
Swond, thetown planner has shown a marked 
proclivity for patterns instead of policies and 
programmes. These urban pattern.s are based 
on a few 'plans' derived from (a) the Garden 
City concept, and (b) the baroque city plan 
as reflected in Lutyens' plan for New Delhi. 
Third, the town planner has a prepondenint 
bias towards beauty and order in town 
planning, modelled on their superficial 
understanding of the City BeautituI 
Movement. Fourth, the town planner will 
easily absorb bold proposals made by foreign 
eiqietts - these proposals include (a) poly- 
nodal uiban districts containing segregated 
functional-use zones, and Ch) neighbour¬ 
hoods in .super-blocks with continuous 
g re en parksafterLeCorhusier'sChandigarh 
plan. Rfth. more complex ideas such as the 
one represented by the Stnicture Plan concept, 
and of course, the recommendations of 
the National Commi.ssion on Urbanisation 
appear to be beyond the grasp of the 
profession. Sixth, I am suggesting that all 
this indicates that the Indian town planner 
may be, culturally speaking, 'anti-urban'. 
This is as much a reflection of the larger 
culture of society as it is the specific 
characteristic of the profession. This specu¬ 
lation is also borne out by (he preference the 
town planner has shown for 'green' and 
‘beautiful’ Imagety in their proposals for the 
devekipinetitof towns. And finally, the I ndian 


town planner being a low level functionary 
in the decision-making hierarchy«of (he 
government does not feci ‘reaponsible* for 
(non-)actioii in the discharge of his duties. 
Naturally, therefore, cities are in the mess 
they are. 

Let us see the other dimensions of this 
argument. Sociologically speaking, the 
Indian town planner can be categorised as 
partufthe ‘wesiefniscd intelligentsia'.'* This 
group was invested with power to plan a 
peaceful revolution of Indian life after 
independence. In this role il-encountcnxl 
some of the dilemmas and conflicts of the 
new elite. The fintl, and rather basic, 
characlen.stic they displayed was an ambi¬ 
valence towards their own society as well 
as (heirnewly acquired 'western' knowledge. 
Their self-criticism was expressed in their 
desireto alter orduawaywithseveral features 
of traditional Indian uibanism.'''There were 
the egregiou.s 'evils' such as the historic 
cores of towns, rampant violations of the 
Master Plan and building bye-laws, and the 
proliferating spuniaiKXius settlements of the 
poor and rich alike.-" All this came in the 
way of transforming cities in the image of 
their perceived ideals, and may explain the 
petty fascism evident in the town planner's 
relationship with his 'clients'. 

On the other hand, as Indians with roots 
in the local culture, they were at least familiar 
with the po.silive aspects ot indigenous 
patterns of development. This familiarity is 
nm reflected in their work. 'Paleocemnsm' 
was however, more evident in (he arena of 
architectural practice.-'' where it led to a self- 
conscious search lor ideniiiy but, in spite ot 
the close links between the two professions, 
(most town, planners first graduated as 
architects) it had little mllucnce on the on¬ 
going practice of town planning. 

One possibility is that this was on account 
of the tact that modem town planning had 
no roots in the country, whereas in the ca.se 
of architecture the links with tradition were 
more organic and direct. In any case, we find 
that the ambivalence that town planners 
experienced in their public and private 
preferences was generally settled in favour 
of 'western' models in Ihcir work, perhaps 
in the belief that (hey represented a 'modem' 
option. In the face of choice between a 
'stable' west and a transforming cast, the 
town planner opted for equilibrium and 
certainty. As [.each pointed out Ri another 
context; 

(they) tended to borrow ihcir primary 
concepts from Durkheitn rather than from 
either Pareto or Max Weber. Consequenily, 
they are greatly prejudiced in favour of 
societies which show symptoms of 
‘functional iniegrauon', ‘social solidarity', 
‘cultural uniformity', ‘structural equili¬ 
brium’. Such societies which might well he 
regarded as moribund by hisiorians or 
poltiical icientiau, are cotnmofliy looked 


upon by aodal aathropoloiisi at beali 
Ideally fortunate. Societies which' 
syinptomt of faction and Intemal c 
leading to rapid change are on the oib 
suspected of 'anomie' and ‘patho 
decay’.® 

This neatly sums up the attitude of the 
town planner as well. 

A pKotiNosis AND Conclusion 

There is a strong case forchanging tf 
town planners conceive the city, 
imaginaiiun needs to be stimulate< 
developed. One reason forthis stateof 
is that unfortunately, there is-little 
history of town planning thought in 
Academic inslilutions are mostly com 
with passing on received knowledg 
practical experience fur minimally inf' 
and vocational ends. There are no s 
studies of Indian cities based on con. 
hypotheses. Under the circumstance, 
planners have no image of the city othr 
that derived from cultural, socia 
ccunomicexpcncnccs diiferent from (I 
There is a need to conceive the c 
indigenous terms which would tneor 
the culturally plural, socially evolvin 
economically conslrained eharaciens 
Indian society. .Such an enterprise ha: 
long overdue - there is urgent need ir 
the PWD Hmuibook on Town Flann 
order to 'de-colunise' the concept of th 
Coloni.saiion produced radical and I 
changes in Indian society and culture, 
unlike any previous period in Indian h 
us the British brought with them 
technology, in.siitulinns, knowledge, h 
and values. Thechatigcs included what C 
Lemcr called a 'disquieting positivist. 
touching ‘public institutions us well as p 
aspirations...People come to sec the 
future us inanipulabic rather than oru 
and their personal prospects in terr 
achievement father than heritage'.'* 
Thu.v, when wc speak of 'de-eolonis 
and gelling rid ot in.strumcnts like the 
Hmdhook on Town Planning, it do. 
imply that evciything that changed in I 
society on account of colonisation shot 
exorcised: rather, that through c: 
consideration in each instance, there 
need to distinguish between instrui 
which were relevant in a pre-eolonir 
colonial context and what is relevant i 
In the case of town planning there is a 
tudistinguish bciwecnihe way town pic 
conceived the city then, and the way 
ought to be conceived today. Sine 
professionof town planning wasestabi 
during the colonial period and (own pla 
conceived tile Indian city as outsidersloi 
into an alien situation tlie question of 
ought to be the Indian city was answer 
looking at what existed in negative t 
and looking at the coloniser's expert 
in their home countries as normative mr 



OMenburghttihowniahcrMudyoncotonial 
Luoknow that the supposedly neutral 
political, social, economic and physical 
changes made in the city after the Mutiny 
of 1857constituted aggPB^ve and purposi VC 
control of the population, and that these 
changes continue to be accepted by 
contemporary Indian administraton in lieu 
of mote appropriate ones based on societal 
welfare.^ Changing the existing town 
planning paradigm is now an inescapable 
conclusion, and changing (he way (own 
planners conceive the city is an important 
begiiming. 

Toaccomplish this change will require the 
sort of research that is currently not taking 
place in academic institutions. Fur this to 
happen, they will need to restructure their 
curricula, But, where to begin? What exists 
from ancient times are theological treatises 
and commentaries few town planners 
understand, let alone practise. In fact, one 
might even begin by questioning their 
relevance today in the manner I am 
questioning the relevance of the PWD 
Handbook. We find that pre-colonial 
literature on cities'tand towns is characterised 
by 'biographical' writings, that is. the 
biography of a town.** ft is nece.ssary m 
distinguish between biographies and serious 
studies ba.sed on conscious hyptHhcses. Only 
when the latter are undertaken will wc get 
to understand the nature of the Indian city, 
its institutions and soao-psychnlogical make¬ 
up and the ethos of urban classes. There have 
been few atiempt.s to understand the 
complexity of the urban condition in India 
(with the major exception of the ffepurt of 
ihe National Commission on Urhinisalion). 
consequently restnetmg the imagination of 
the town planner. 

The singularity of our urban condition 
derives from the fact that our society has 
widely plural characteristics, tcmpi’rally. 
cultu^ly and economically. Such a condition 
does not exist in other socictic.s, old or new. 
land while vve may gain lasights ihiougli 
cross-cultural references, il would he futilt 
to adopt models from other coniexts. The 
complexity ol the situation can be gauged 
by the fact that in town planning terms, not 
one, but several disparate ctrcunHtanccs need 
to be reconciled simultaneou.sly: neai 
suburban developments with homogeneous 
population and ihc persistence of the 
heterogeneous 'chaotic' traditional settle¬ 
ments; the city of the 'haves' and the city of 
the 'have-nots', Lutyens' baroque city and 
the 'qasba'; the automobile and the bicycle; 
and so on. There are no models lu concep- 
luaiise such a heterogeneous city anywhere, 
so Indian town planning will have lo become 
self-referential. In spite of the complexity 
inherent In this perspective, there are promis¬ 
ing clues which ne^ to be explored further. 

One promising area of enquiry lies within 
the fieid of urban conservation. With the 


establishment of the Indian National Trust 
for Art and Cultural Heritage (INTACH) in 
1984, there was a focused interest in the 
conservation of our built heritage, but it was 
soon realised that the museum-like 
conservation practised in the west could nut 
be the model for India, and that we would 
have to view our heritor in developmental 
terms. This was the underlying premise ot 
the 'Heritage Zone' concept proposed by 
INTACH. There is reason to believe that this 
concept has a wider application.’' The 
INTACH projects have demonstrated that a 
study of traditional settlements with a view 
to develop them offers a nch mine id 
information that could be excavated 
prufitably by town planners inother siiuatiiins 
as well. 'Hie exereise forces the modern town 
planner to abandon handbooks and focus on 
built-up areas within towns These pre- 
colunial parts of the city have so far been 
both academically and physically neglected 
and are therefore, not in the consciousness 
of ihe (own planner. These traditionaliy 
evolved settlements ate the reposiioiy of 
* culturally embedded methods and devices 
which are useful for planning contemporary 
cities." 

Having worked on conservation-orienled 
development proposals for such hi stone cities 
like Varanasi, Ujjain. Old Bhubane.swar and 
Chanden,-'* 1 can state with a certain degree 
of cuntldcnce that seemingly intractable 
urban problems are resolvable Of course, 
to begin with we need to alter the eiitrcnchetJ 
mind-set cultivated by the PWD Handbook 
on TownPlanttinii. lialfacentiiry agitPainck 
Geddes convincingly demonstrated that this 
was possible in a manner that the modern 
town planner needs to re-examine Geddes 
Imikcd at the city as one organic system that 
wasumenabletoacarcfully structured process 
of healing aflft encouraging natural growth 
His approach was coniexi-sjiccilic it w.is 
boih effective and satisfactory 

The urban conservation projects in which 
I was i nvolvcd were necc,ssaril y also conicxi- 
specific. They forced us lolook more clascly 
at the origins of the problems in order lo find 
an appropriate response rather than 
rcananging them to fit a pre-determincd 
order, an order, moreover, den ved from otlicr 
cultures. This did not mean that there were 
no ovcr-arching objectives in our projects, 
there were. What we had instead of the 
Garden f'liy. City Beautiful, and baroque 
city forms, were broad objectives like 
improved quality ol life at the local level, 
sustainable development at Ihc level of 
sociciy, and ’people-first’ approaches lo 
problem-solving ingcncral. Of course, there 
were other issues as well such as accepting 
the evidence of tradition as the norm, but 
suffice It to say that this way a different way 
of conceiving the city than what had hitheno 
been attempted by town planners. What 
emerged in this process was what Robert 


Venturi calli a ‘both-and’ environinetit.’' 
Not Htrpriaingly. one begins »realiK that 
in terms of settlement density, social 
heterogeneity and economic mix these 
traditional cities are examples of an urban 
character nut seen in other ports of the city 
developed by the modern town planner. 
While they have real problems such as 
infrastructural and other formsofdeprivatioo, 
as urban typology they are both satisfying 
and appropriate models for imagining the ^ 
Indian city. 

It is i meresting to note thaieven in Amerir^ 
there is some debate beginning to surfau 
on the need for 'Non-Euclidian Mode of 
Planning','’ lo meet the future needs of 
society. This ‘locally oriented, socially 
informed, politically astute, results-orienied 
planning' desenbes the kind of pUmung 
undertaken in INTACH's Heritage Zone 
projects. 

When the.se views were presented to town 
planners at the helm of affairs, their typical 
response was that traditional models would 
necessitate enurcly new ways of plaimiiig 
and that such radical change in town planning 
practice was nuipossiMe: legibly.practically 
and politically. But sadly, it is not the force 
of our arguments but these very forces - 
legal, practical and politick - which are 
now bringing about a rad'cal shift in the 
practice of town planrang in India. The recent 
enactment of the 73rd and 74th amendmenls 
to the Constitution has ushered in far-reaching 
changes which the profession is still bying, 
lo assess ” Fn>m the thrust of the issues 
being debated in seminars and workshops 
organised by town planners, it is dear that 
the field of enquiry is still wide open. One 
implieaiionot iheseamendinems which have 
been enacicd is that if town ,'Ianners do not 
recognise the Changing mood of the people 
and Che needs of society, then changes will 
be thnisi upon them: town planmng willnow 
al.so have to be viewed from the bottom up. 
and not only from the lop down as it had 
been so far. Ttus wilt of course necciaitale 
a radical shift in Ihc way Ihe town plaanen 
conceive the city, 1 suggest tiuu here is sn 
opportunity that the town planner m u s t aeiee: 
these legislative enactments should finally 
motivate the town planner to bury the PWD 
Handbook on Town Planning and re- 
conceptualise the dty in more appropriale 
terms. 

Notes 

[This paper was (test pr es e n ted at a ce a l i w e aoa 
on 'Theanes of Oecolooiiaiiofi' m Ch a w diga i h, 
Jaauiary b-IO, I99.V] 

t (jeo(geChu-SheiiglJn,Clteavasg7Vanaca( 
Ptrsptclivts (la Vrbanisnuon in Asim 
Dtvtinping Cimntiits, TWPR Livetpool 
Univcniiy. 16(1) 1994. pp t-23. 

1 Snsamhi GoooMdakt, Aborlei DocmMrf, 
Siitnit and Crtadvily ia the ThM WprUL 
Zed Books London. 1944, and CnjnpM 




'« 4 


M<rw&,Vikw, New Delhi, l982.Fhtegeiiml 
nwlentiiidiiig of this phewMieiia tee *bo the 
iDigisterial wort of Gunoer Myr^, Ajtati 
Drams, As Enquiry into tk* fvHrty of 
Nations^ Pentfaeon, New Yort. 1968. where 
he tayi, '^it ii an ineicapable fiKt that 
modernisation ideals, almost without 
exception, lack natioiial tradition in societies 
that have long been stagnating economically, 
socially, and atllurally (emphasis added), 
and also that their acceptance most regularly 
imply a violent break with national tradition: 
at the same time, they to apparently originated 
abroad, in the very power that c^oniicd the 
country. Valiant attempts are made to 
rationalise history in tesms of the golden age 
myth to leintetpcet ancient scriptures so as 
to Rveal a divinition of and insight into 
modem science and society..." 

3 Brian Harrison, Sooih-Fast Asia - A Short 
History, Macmillan, London, 1937. in which 
he states, "...Southeast Asias' revolt against 
western rule wu not only, or even the most 
impottant. symptorn of revolution: at least 
eqi^ly significant was the revolt by Southeast 

against its own past". 

4 Bhalt and Setivet. ‘After the Masters’ and 
William J Cuitis,‘Modemism and the Search 
for liufian IdentityTV ArcAiternirri/Review, 
London. 1086. vol CLXXXII, August 1987. 

5 BTTalim.TMYD7ilandkwk.Chap(ern.‘Town 
Planniiig' published by ditector.Ciovemment 
PtiMingiuidScatHMiy, Bombay, lOthedilion, 
1976. 

6 Syed S Shafi, presidential address during the 
29A Annual Town and Country Planning 
Semioar of the Institute of Town Planners 
India, Journal cf the rTPI. vol 106, 1981. 

7 There is an opportunity here for an interesting 
digressioo on the use oflangunge. vocabulary, 
idiom and its translation into another culture. 
Thus has offiered a fertile area of research in 
lilenuy critictsm, for example, and I suspect 
that tl^ genre of study could throw light on 
the way town plamteis conceive the city in 
India. Suffice it to say that the ‘Carden City ’. 

. in tbeiinaginalionofliie Indian town planners, 
is hardly what Howard had in mind when he 
wrote his ticatise on ‘Garden (Cities for 
Tomorrow'. 

8 For a discasfion on pasafiels between western 
and aoo-wesiem nrbanisalion psoceai see, 
Amos H Hawley, Urban Society, An 
Cbologtciaf AppnMck, John Wiley and Sons, 
New York. 1971. Chapters 13 and 14. 

9 Moston and Lucian While, The haeUecliud 
versus the City, Harvard UuivenHiy Press, 
Canbriilge, 1962. Thomas Jefferson looked 
opoD the city as antithetical to democracy, 
while Emerson, Thoteau, Hawthorne, 
MetWHe. Henry Adana and Henry Janies 
Rgasded the nito cenites as a viiAatioo of 
nanm. a breeder of crime and diiorder, and 
an affront 10 the digniiy of man. Theae critics 
were heralds of an anti-arban attitude that has 
permeated political and social thought down 
to the p ee a e a t See also. S C Dube, Indian 
MUagr, Haqier Colophon Books, New York, 
1967. "The village people heve aJweys 
idealised theirtrnditioil life-wgyi, and have 
shown unniiialuhle tuipicKNi for those of 
the city...", p 231. 

10 Jonaihso Ponin, Seeing Green, BlaekwtIL 
Oxford, l984.Baraniorero«idedpenpective 


onjndia. cf Rimaehandn Cuha. ‘Pnhistoiy 
of Indian Environmentidiiiii, Intellectual 
Traditions', Ecanemic and PoUHcal Weekly, 
Bombay, vol XXVIl, not 1 and 2, Janunry 
4-11, 1992. 

11 Cf the general tenor of Lewis Muroford, TV 
Ciiv in Huiory, Hatcowt, Brace ihd World, 
New Yort. 1961. 

12 Arnold Toynbee, CilrrxtmrVMevr, Oxford 
University Press, New Yort. 1970. 

13 CrGideonSjabcrg,Cilt'»iaDrvrfr;yrf/tg(uuf 
in Industrial Society in P M Hauser and Leo 
F Schnore (eds). The Study of Urbanuallun, 
John Wiley ond Sons, New York. 196.3, atul 
WWKotlovi,TheStagesiifEcimomicGri/wlh, 
Cambridge University Piess, UK, 1963. 

14 Ebenezer Howard. Garden Cities of 
Tomorrow, London. 1902. The original title 
of the book which was first published in 1898 
was Tomorrow, A Peaceful Path to SiKial 
Reform. It was letitlcd in the second edition 
of 1902 Garden Cities itfTomarrow. Howard 
combatively stressed thm Carden Cities were 
not suburbs but setf-relUmt communities. See 
SpiroKrotof,TV City ShifMvf UibanPaUtmi 
through History, Thames and Hudson, 
London, 1991. pp 77-82. 

13 ‘National Seminar on Bhopal Development 
Plan'. Bhopal, September 1-3, 1993. 
Conducted by Environmental Planning and 
Coordination Organisation, Covemmem of 
Madhya Pradesh, Bhopal. 

16 The Naliimal CommLtsion on Urbanisation 
- Report, 1 volumes. Government of Indio, 
1988. 

17 A C K Menon, Review article in Seminar, 
a monthly symposium, New Delhi, no .372, 
August 1990. pp 46-.30. 

18 M N Srinivas, SiHioi Chmge in Modem 
Indlt, Onenl Longman. New Delhi, 1972, pp 
46-88. I have transliterated bis gener^ 
comments on Indian society in the context 
of town planning in Indu os it provides useful 
insights on the prevailing condilioni. 

19 VeenaTolwarOldenbuig,M<i/b'ngn/C(>i(i>u'(ii 
Luctsurw ISS6-IHT7, Princeton University 
Press. 1984. Otdenburg argues that it was the 
explicit agenda of the colonial government 
afiRthe 1857 mutiny to cut swathes of brood 
avenues and sanitise (he native habitat in 
order to ‘control' the populace. The point I 
am making is that this conlimies to be the 
imperative of die contemporary Indian urban 
planiter aa well. 

20 Authoritative statistics ore hard to come by, 
but studies available al (he school of planning 
and architecture. New Delhi, commonly 
mention (hat almost 60 per cent of Delhi hu 
been ‘regnlarised'.aneuphemism for granting 
unplanned development a M|al atatui. 

21 Schools of architecture all over the countiy 
havcforyeanundeitakcnstudicsofbadilional 
towns and buildings. This has influenced 
many students who carried such undentantSitg 
into practice. 

The Indian Natiorwl Trust for Art and 
Cultural Heritage (INTACH) which was 
estabilhsedin 1984^ocommlisianed several 
studies on hialoric lowiit all ovw the cooBtiy. 
Their ptopoatii for the conaervatioii of the 
built h^tage involved coosiderabte (Utlofue 
wilh town piamen, maiy of whom wore 
viewini mdegeiiMiaiealeiMnii in Ms manner 
for the first time. Several Master Plana have 


ootiteqaeady adopted the ‘HerttafO . 
conoep to ptoiect the (radItiaiMl mea 
towns. 

22 E R Leach, Polilical Systems of High 
Burma, quoted in M N Srinivas, op 

p 160. 

23 It if often assumed that it Is difficu 
undeistand a third world roetropoUa. The 
is that Ibis has seldom been aitempte 
recent attempt by a World Bank team ca 
a model: Rakesh Mohan, Understandlnf 
Developing Melrapatis - Lessons from 
City Study of Bogota and Cali, Catom 
The World Bonk^fbrd University Pi 
1994. 

24 Daniel Lerner, The Passing of Tradith 
Society, Glencoe Illinois. 1938, pp 43 

23 Veena Talwar Oldenburg, ibid. The tide 
the chapters of her book nuke a tel 
commetMaiy on the contemporary impent 
of town planners: ‘The City Must Be S 
(where she discusses demoHlHms and 
building of segregated endaves); ‘The I 
Must Be Orderly’ (where she diicuseet 
role of the police and the munici 
committee): "IheCity Must Be Clean' (wl 
she discusses sanitation and building i 
laws which changed the morphology of 
city, and hence its social livability); 'The I 
Must Pay' (where she discusses the cow 
of penal tux): and ‘The City Must be Lo 
(where she discusses the making of a k 
elite), Do eontempomry town planners i) 
any differentty? 

26 S C Miara, ‘Urban History in Int 
Possibilities and Perspectives* in TV Cd 
Indian Hiskuy - Urban Demography, Sac 
and Politiis, indu Bonga (ed). Mane 
Publications, Delhi, 1981. 

27 A G K Menon. ‘(jonservation in India 
Seaich for Directions’. Architecture -r Dec 
New Delhi, Novembcr-Dccember, 1989 

28 A G K Menon, Cultural Identity and Ur 
Development. INTACH, New Delhi. 19 

29 Unpuhlishedreparts.avallabkwiihlNTAt 
71 Lodi Estate, New Delhi. 

30 Jacqueline Tyrwhilt (ed), Patrick Gedde, 
India, Lund Humphries, Londun, 1947. 
an interesting commentary on tite iuuc 
context-specificity, sec A K Romanujam. 
There an Indian Way ofTtankingT An hdbr 
Essay', Contributums to Indian Sociol 
(New Series) vol 23. no I, 1989. S 
Publications, New Delhi. 

31 Robert Ventun,CrMyrlrxiry<uafC(Wnsdici 
in Architecture, The Muaeum of Modern i 
New York, 1966. In fact, one is tempiM 
paraphrase Venturi's often quoted comn 
on (he Main Street: Traditional dtiet 
almost always alright!" 

32 Sec John Friedmann, ‘Toward a N> 
Euclidian Mode of Planning’ in Jimma 
the American Planning Associalian, vol 
no 4, Autumn 1993, pp 482-83. A 
commentaries on pp48S'MaiMlAFAy(Nin 
vol 60, no 3, Suameu 1994, pp 372-79 

33 Several letninan and woifcsIwps'hBve t 
offanised by die Inatinte of Town Ptaoia 
liuBu, leaenOy. See O 5 Meshram, ‘dun 
Needed in State, Miuicipal tad To 
Planung AotaConririemwidiifaeCDiMtltirt 
74lJi AmctMtaaeiU Act, 1992 - An Ovenrii 
in Journal aflTPI, New Delhi, vol 12, a 
4157), Mareh 1994. 



REVIEWS 


Development in a Wider Context 

N KrUm^fl 

Indian DevcIopncnU Sdccted lUgloDal Pcnpccdre* edited by Jean Dreze and 
Ainaitya Sen; inNU/Wn}ER Studies in Development Economics, Oxford University 
Press, Delhi, 1997; pp xx 420, Rs 393. 


AN earlier monograph by the editon of this 
volame marked a radical departure in 
development literature (Jean Dieze and 
kitatty»Sen,lnSa: Economic Development 
and Social Opportiuuty, OUP, 199S). That 
book dealt widi India as a whole, while in 
this one - a companion volume ~ an 
interesting set of regioial studies have been 
put together, both books having broadly 
similar objectives: they are concerned with 
lessons that emerge - and can be leami - 
from international and interregional 
experiences, given the wide variety in the 
processes of development during the last 
few decades, and given that some natioiu 
and regions have done much better than 
others. 

The book begins with an introductory 
chapter by Amartya Sen which “presents an 
analysis of the persistence of endemic 
deprivation in Irtdia, and of the role of 
public action in addressing that problem". 
Then follow three comprehensive studies 
of development experience, one each on 
Uttar Pradesh, W«t Bengal and Kerala. The 
final chapter, which is slightly out of place 
in the volume, discusses variations in 
mortality and fertility across the Indian 
district!, mainly to highlight the powerful 
influence of women's agency on demog¬ 
raphic patterns. 

Sen begins by teiteraiing his well known 
views on human capabilities and their role 
in development, ermsideted in a very broad 
context. Referring to the intrinsic importance 
of the removal of poverty, ignorance, disease 
and other forms of deprivation, he says; 

This Issue of intrinsic impottaace is an 
appropriate siaitiiig point, because we must 
assert (itit ihiags first, but our analytis 
cannot, of course, stop at basic issues only. 
Saneil^ that is of intrinsic Importance 
can, ia addition, also be iniirumentally 
roomentous, without compromising its 
Intrinsic value. Baik ed u c ation. good health, 
and other human attaiaments m not only 
dheoily valuable la comtituent elemeMi of 
our basic capabilitiet, these capabilities can 
also help ia generating economic lucceu of 
a mote standard Ua^ which hi turn can 
coBiriiNHeloeahanciafifaequalityorbuman 
life even inoie. Many of the ingredients of 
e good quality of life - includiag education. 
haaWi, tad elmacutar y treedorm - clearly 
do have famiunMnial roles in maklag ui 


moK productive and helping us to generste 

more outputs and incoiM... 

Sen thus introduces a ‘virtuous circle', in 
achieving economic and social progress, in 
contrast to the many ‘vicious circles' - and 
the pessimism they entail - which 
development literature has been preoccupied 
with since the 194()s. In the sequel Sen 
makes some interregional comparisons to 
iliustrtic what one tegioa or nation can learn 
from the successes of others. 

For example, Kerala has done much better 
than other Indian states in the fields of 
education and health, despite low levels of 
income. The contrast between Kerala and 
Uttar Pradesh (UP) is the most striking in 
this respect. UP it the biggest state in the 
Indian union, bigger tlun most countries in 
the world in terms of population. But it 
stands at the very bottom - or, nearly so - 
among the regions ofindia when we consider 
achievements in education, health and other 
social sectors. Sen, however, carefully points 
out that Kerala's economic performance has 
been quite dismal, even in comparison to 
many other states within the country; he is 
therefore right in suggesting that “Kerala has 
to learn as well u teach". But education and 
the development of ability and skills, apart 
from their intrinsic value, have a crucial role 
in generating economic expansion. To 
illustrate this, Sen refen to the ‘East Asian 
Miracle', and in particular to the fact that 
in several countries - South Korea. Hong 
Kong, Singapore. Taiwan, Thailand, and 
China - levels of education were already 
high (in contrast to the low levels prevailing 
in several parts of India even now) at the 
time they launched theireconomies on paths 
to fast progress through integration wiA ttic 
world economy. Thus, the "naiun and range 
of the commodities toldby, say.Souib Korea 
since the 1970s. or China from the I980i 
bring out clearly how crucial basic education 
is for catering to the world market, with 
production to specification and reliable 
quality control''. Besides, education and the 
development of skills promote a more 
'partkipatoty' growththan woukiotherwiK 
he possible. 

A comparison between China and India 
is particularly insliuctive in this context. 
While discussing the remarkable 
•chtevetnents of China in the reoau, post¬ 


reform period, Sea dmws oor itieatioa to 
the foundmioai laid eifiier in that conairy. 
India and Chna wero mighly similar in 
many respecu during the Ime 1940k During 
the following decades Ciiu did midi lo 
ensure wideap(eadheaUicare,a«liition, and 
education - areas badly ncflecied in may 
pans of India. Mkm impoitaDdy, a radical 
land lefonn in China foikmiflglteRvaluiion 
in 1949 made it posriMe ml omy to later 
uansform the nnl aector in a way that led 
to lubsiantial Im p rovements w hicome a . 
Indeed one can aigue that the devetopment 
of social sectors from the early 19S0s was 
itself a direct result of the revotutkm, which, 
among ocher things, led to both a wider 
control over reaouioes and a gremer partici¬ 
pation in deciskm-maldiig at the driTaett 
levels of the economy, lo this oomext we 
should refer also to the town and viOage 
enterprises, which are contributirtg signs- 
ficamly to industrial growth in China. Theae 
were a part of the commme ayitem, and 
although the dismantling of c omi n u H ei led 
to radical changes in the otganiialional 
structures, people oNiiitnie to have stakes in 
the etuetprises in some fbnn or the other. 
Sen's concluding remaik ontfaecampariion 
between India and China is worth quhllog; 
If Indu has lo eraulsie Chtaa in aMskel 
ittcceu. it is not adequate just 10 Ubmliie 
economic controls in the way dm Chiawa 
have recemly done, without alM emtkig 
the social opporoniitics that puet-refana 
China cojoy^ throuih educarioa, health 
care, and land teforai > to a great caciMl 
inherited from pn-nfonn acUweaMNs of 
that expermeaial cauauy. The force of 
China's market ecoaonqr leati on the loiU 
foundations of sociat ebaagea that had 
occurred earlier, and India caaaoi ifaaply 
jump on to mat bandwagon whhoal paying 
attentMO to the euabliitg aodal dungea - 
in education, health care and land lefotmi 
- that made the market foactiou ia foe way 
it hu in China. 

Hie tiuee regioiial snidiea-on UPhy le« 
Dieze and Haris Gazdat, on West Ben^ by 
Sunil Sengupu and Haris Gaadv, ami on 
Kerala by V KRmachandnn-diioutam 
length the develop m e nt expctiencea of foeue 
States, paying special attention to 
achieveinenu in health and In 

many ways the dioioe of ibeie le g lon a is 
quite appropriate, given the ooneortM of the 
book. White UPisamongilKrtalBiriwtlme 
very poor records in development. Kerala 
and West Bengal ate the two iMm hi latfi 
where signirteturt changes in the iMI 
economy have taken place through oemda 
types of political mobilitatian. 

‘TheconttartbctweeaUPaadKinla-ar, 
for that inaner, between UP iMl aaiKh laia 

as a whole - shows how pootijr plaood UP 
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if with respect to social development 
indicaton such as those relating to education 
and health. In addition to the abysmal tecofd 
intbesefields, UPhasthedubiDiis distinction 
of bemg ‘in a league of its own' considered 
in terns of extreme gender inequalities and 
female deprivation. 

Dieze and Gazdar argue that the poor 
pesfotmance of UP in the public services, 
and the consequent low achievements in 
education, health and nutrition, cannot be 
attributed to high levels of poverty or to low 
leveb of public expenditures. It has more 
to do with dstorted patterns of social spending 
and defective functioning of public services. 
Given that in terms of economic performance 
UP is no differait from a nun^r of other 
states in India, why it lags so far behind in 
respect of basic human development is 
certainly puzzling. The widespread illiletacy, 
pervasive inequality, endemic corruption, 
and the poor status of women are all features 
of a rernarkable failure - characterised by 
the authors as a failure of public action. It 
it in this light that Dieze and Gazdarcxamine 
the politics of the state, encompassing caste, 
class and other factors; for them the 
comparison with Kenda shows what public 
action at an early stage of development can 
achieve and what, on the other hand, public 
inertia can lead to, as in UP. 

The development experience of West 
Bengal is worth studying for many reasons. 
The state inherited a wide industrial base 
when the country attained independence, 
and could have, consequently, ‘developed' 
along textbook lines at a rapid rale. That did 
not happen, and, Indeed, the story of West 
Bengal is one of stagnation or poor 
perftmnance in all sectors during the three 
decades after independence. No study of the 
state can be complete without refereitce to 
the industrial stagnation and its impact on 
other secton of the economy of the region. 
Sunil Sengupu and Haris Gazdar, however, 
coocentiate on the runl sector, mainly to 
show how political mobilisation of a certain 
kind can bring about agrarian reform and 
change. 

West Bengal hat the distinction of being 
contimtously, since 1977, under the rule of 
LcA Front, a coalitkm of left-wing political 
parties. The Left Front gavemment hm many 
aduevements to its credit, particularly with 
respect to land reforms and rural 
devdopmetit. The Front continued with the 
redistribution of land acquired through the 
hnpasition of the cefting laws under the 
Estates Acquisition Act (1953). West 
Beil’s record in ihu respect is the best 
among the Indian states, with the poor 
Implmnentation of land ceilings almost 
eve r ywbese else. (However, it must be noted 
that in West Bengal land ceilings were 
asaodated with the abolition of the zannndari 
system. In other regions where such systems 


did not exist, ceilings imposed on owners 
proved to be ineffective for various reasons.) 
Besides, iheRroni introduced fresh legislatioit 
to regulate sharecropping tenancies and 
implementod it throu^ a novd method,- 
involving the rural people in the process. 
Sengupts and Gazdar note that this 
programme - called Operation Baiga - was 
not wholly successful: while it did provide 
security of tenure to most tenants (baigadars) 
registered under Che law,thelegally stipulated 
share of 75 per cent to the tenant was rarely 
realised. 

The most important agrarian reform, 
however, lelalcd to the revitalisation of the 
local government (Panchayati Ri^j ~ PR) 
instiluttom. Thi.t programme led to certain 
types of empowerment of the rural people, 
mainly through the electoral process and 
mobilisation by political parties. Although 
the PR institutions cominue to be dominat^ 
by the better-off sections of the people, the 
record suggests that many government 
schemes - for employment generation, 
poverty alleviation, etc - could be run 
efficiently, and free of corruption, following 
popular participation in planning and 
implementatioD of the programmes. The 
authors stale in this context: “These 
institutions have also served the political and 
electoral interests of the CPM [Communist 
Party of India ~ Marxist] and the Left Front 
government by allowing thcmioconsolidale 
their political support, and by giving rise to 
power structures that operate broadly under 
the control of the state government." 

The authors discuss the impact of these 
different measures on livelihoods. There has 
been a remarkable improvement in 
agricultural growth since the early 1980s, 
But this probably had nothing to do with 
land reform measures, it has come about 
mainly through the expansion of private 
investment in irrigation and the associated 
changes in cropping patterns and intensities. 
(Such a process was in evidence in many 
other parts of the country from the early 
1970s. Why in West Ben^ it was delayed 
is a puzzle.) The record of the state in the 
fields of education and health is not 
‘extraordinary'. The authors conclude; “It is 
striking. indMd, that energetic activism on 
the agrarian refonn agenda went alongside 
a near total absence of initiative* in public 
policy on other factors that influence well- 
being". 

Kerala's remarkable social advancement 
has received much attention in recent 
devdopment literatufc. V K Ramachandran'i 
chapter brings together the relevant studies 
to provide a comprehefuive account of the 
factors behind Kerala's achwvementi in 
education, health, nutritton, land reforms, 
empowennem of women, and other areas. 

Whai is impotlam to note - from (Ui 
accoum-is that in many leipecti the iqlioni 


of Kerala were far ahead erf other paita of 
the country even at thedmeofindepaidenoe. 
In the case of education, for example, the 
roots of development can be traced back to 
some t9th century initiativet both by the 
tnoiiarchies(thenmliiigtheiegioni of Kerala) 
and other groups such as die Christian 
missionaries. Similarly, social reform 
movements in the early part of this century 
have played an important role in promoting 
secular and egalitarian ideas. By iIk time the 
state was formed in 1956 the Communist 
Party was already a dominam political force, 
having led workers' and peaunU' struggles 
during (he i930s and 1940s. The success 
with which certain types of land reform 
could be implemented during the 1960f and 
1970s is more a reflection of (he organised 
strength of the labour and peasant masses 
than of careful legislation and eflkient 
implementation by agencies of the 
government. 

All in all, the Kerala experience sharply 
illustrates what public action can achieve for 
social advancement and provides support to 
the conceptual basis of public action as 
something not wholiy circumscribed by the 
doings of the government. For those who 
believe that an egalitarian social 
consciousness and people’s struggles are 
two sides of the same coin, here is a ready 
example to refer to. 

The Kerala story is, however, not one with 
a happy ending. Ramachandran makes brief 
references to the serious economic crisis the 
state has been facing, characterised by 
stagnation or decline in the material secton, 
both agriculture and industry, during the last 
decade and a half or so. indeed, an 
International Congress on Kerala Studies in 
1994 addressed many issues concerning the 
gap that seems to be widening - between 
social and economic developmeiH in (be 
state. A fuller discussion of the present 
economiccrisiswouldhave made the chapter 
on Kerala more balanced than it is. 

The three regional studies, focused at they 
are on social sectors such at etfocatlon and 
health and measures for redittiibution such 
as land reforms and public provitioiililg of 
food, bring freshness to a development 
literature that is too full of growth itail sties. 
An added attraction of the book la the 
exhaustive lists of references iclevaitt to (he 
topics discussed in each chapter. However, 
except in (he case of Kerala, a (Utcusiion 
of the historical roots of political and 
economic development of the regioiu is 
virtually absent. We must recognise that 
colonial history is as relevant as the 
happenings after independence to any 
meaningful undertunding of the regional 
variations observed now. An assessment of 
the relative performance (in aocial and 
economic development) of the dHIhrett 
regions can thcrefora be useftil only if It is 
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Mtagiiiitt (he variety inhiitorical experience. 
Moreover, without an idenrificttion of the 
biitorically determined constraints on 
developnient specific to each region it is not 
easy to see in what precise tense one region 
can learn from the experience of another. 

Consider, for example, land refonn. In 
Chi natheeliminationof landlordism and the 
redistribution of land were an Integral part 
of the 1949 revolution. In India the political 
structure that etneiged with independence 
was such that intermediate rights (like 
zamindari) could be abolished, but the 
twimce of power that evolved later made it 
virtually impossible for the govcmmeiu to 
impose land ceilings, despite a lot of 
le^slation. Tenancy laws to ensure security 
of tenure and to rebate its terms, could be 
impletnented with varyingdegreesof success 
in the different states depending on the 
configuration of political forces. For more 
than two decades now, the communist parties 
have virtually given up the struggle for land 
and it is widely accepted that land reform 
is no longer on the political agenda in India. 
'Land to the tiller’ is not even a slogan now. 

In Kerala, total abolition of tenancy and 
distribution of hutment land to agricultural 
labourers were victories achieved by the 
people after long years of struggle. But the 
abolition of tenancy, while eliminating the 
big landlords, did not yield much land 
(surplus over ceilings) for redistribution; on 
the other hand it created a numerically large 
class of middle landowners. For a majority 
of these middle owners land is no longer the 
main source of income. However, because 
of their numerical strength, they stand as a 
powerful block against further land reform 
for redistribution. Under the present political 
climate the communists are unwilling to 
confront this class. In West Bengal, the 
abolition of intermediate rights did yield a 
substantial amount of landfor redistribution, 
but, as in Kerala, created a targe class of 
middleowners. Many of them are also jotdars 
who lease out land on a sharecropping basis. 
A total abolition of tenancy would therefore 
have required a confrontation between a 
numericrily big middle class and the leftist 
parties. It is no wander that the Left has to 
be tatitfted with the regulation of the terms 
of the sharecropping and view the abolition 
of tenures asadtoUMgoaL In UPthe abolition 
of zamindari did not produce any surplus 
land forreifiatribution. Thedominani political 
pulei are, and have always been, aligned 
with the bigger landowners. Poliiical forces 
strongly committed to the interests of (he 
poor never developed in the sute, the poor 
renwia weak and unorganised. We (bus see 
that although land refarm has come to a halt 
all over India, the underlying processes have 
evolved differently in the dilTerent states. If 
land reform has tobe put back on the poliiical 
agenda. H it difficult to imagine in what 


sense India can learn from China, UP from 
Kerala, and to on. 

It may seem, however, that in the matter 
of public ipending, for example on education 
and health, states likeUP have much to learn 
from the experience of Kerala. That is true 
in a superficial sense. The study on UP in 
the book shows why a more effective and 


WHILE this is'a fairly interesting account 
of politics in the kingdom of Sitohi in 
Rajasthan, it leaves one ultimately a little 
disappointed. The author traces the 
'traditional' patterns of‘violence’ and resis¬ 
tance to injustice that were available to 
particular social groups in the kingdom. He 
then goes on to try and understand the ways 
in which colonial ntleimposed anew meaning 
on such uprisings and revolts by labelling 
them all, indiscriminately, as criminal. The 
operative implications of this redefinition 
were that the 'criminal' groups were threa¬ 
tened and hunted down with a view to arrest 
and punish them. 

Sirohi is an area in which, at the beginning 
of the centuiy, the number of those who 
defined thenuelves as agricultural castes was 
low, though they were not absent from the 
region, and the other groups exiant were 
traders and artisan castes, low-ranking service 
groups, rajputslbrahmans, genealogists and 
bards (bhats and charaiui) and merchants 
(largely Jains). Herders (rebaris) were also 
present in relatively large numbers. Further, 
the region had a large tribal (mainly bhil and 
girasia) population. 

Vidal, though, is mainly concerned with 
particular elite or influential groups such as 
the thakurs (rajput nobles or jagirdars), (he 
brahmans, hhats and ebarans and the Jains. 
He also focuses on the strategies of the tribal 
population as being another crucial element 
in the ordering of political relations within 
the slate. 

Vidal arguesihai certain kindsof'vioipnce' 
was legitimate in traditional stKiety 
depending on who took up arms, against 
whom andin what con text. Thokun or tribal s, 
when they felt that their rights were being 
infringed by the ruler or that they were being 
ill-used by him, brahmans, charans and bhats, 
whentheirtradi(tonalprivileges(for instance, 
tocerenwniri donations, free righttof pasiige 
through loll barrien or tax exemptions on 
cultivated land) wen withdrawn, or Jains, 
when, for examftie, protection on their 
passages through the royal domains was no 


equitable spending pattem is unlikely to 
emerge in the coming decades: Iheie an too 
many political hunflea. That public action, 
in a wider leoae, can piomote economic and 
social development cannot he denied. How 
public action in the imetests of the poor will 
itself develop is however not clarified by 
interregional comparisons. 


longer forthcoming, could thieatenihenglnK 
in various ways. 

Thakursand tribal! took toanns,bnlunaos, 
charans or bhats threatened to commit 
collective suicide and Jains or other groups 
threatened to emigrate en masse from the 
kingdom. These forms of rebellion and 
resistance were justified within tnditioaal. 
society as a means of assertion agriMt 
perceived injustice. They were not oon- 
demned. Instead the moral authority of thoae 
who had driven such groups to take these 
extreme measures came to be queatioaed. 

In expanded form, Vidal's argunem runs 
thus In the first half ofthe 20diccntuiy there 
was a debate on the legitimacy of violence 
in Indian society. The oe cut rence of this 
debate explainsGmdhi't success ianllying. 
at.ihis time, large sections of the population 
i n the struggle for iodepafKlencc.The pMlem 
of events seen in Sirohi is thus, presumtiMy, 
repeated all over the country. The British 
intervened in Sirohi politics, on behalf of Ms 
rulers, and proceeded to condemn all foms 
of traditionally legitimate violence agiinat 
injustice perpetrated by thakurs or the 
cnioniai/roya) slate os criminal offeuoes lo 
be dealt with firmly under (he new laws. 

All over India traditirmal politi« and 
societies were having to come to tenn with 
similar situations. Hence. Gandhi’s caU to 
oppose the British must have struck a Ghofd 
amongthe populace. Accordingio ViiU,foe 
call for non-violence - as "tiw hKhqieiinlile 
precondition for any n^otiation wWi toeol 
society’' (p 227) - initittily came (na the 
British. Gandhi turned the idea uf non¬ 
violence, drawing (rim afieady eaiitinB 
traditions of resistance and pmeat, ogaiMl 
the British themselves, thus “eipeaiag the 
fact that they were unable to peipetiHle their 
hegemony except 1>y the use of foiee end 
violence’’ (p 227). 

The bulk of the book is divided hde 
chapters (Hacussiiig in nint the resieimHcnr 
thakurs, charans, bhats and biahinaM. Irthtil 
groups «d Joint. In each case we am ihman 
how the British rewrote the mim of dm* 
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gmne. The thakw of Rewan had been in 
opeo revolt agaimt the niler for about a 
dozeu yean. He was tried and imprisoned, 
but released 00 the personal intervention of 
the iiikr. When be rebelled again, though, 
the British caught and charged him and, with 
the consent of the new sovereign, condemned 
him to death. Geaily, lawless acts were no 
loogerjustiried by the fact that they had been 
committed during a period of tuition. 

It was not just the Britiih who used new 
strategies to contalnoldoffenoea; the thakun 
or other groopa could manipulate the new 
legal, adfflinistiative and communication 
leaooicet for their own purposes. During the 
I930t, when oneof the tuler’suncles opposed 
him and tried to estatdish his own claim to 
the throne, one of the methods used by him 
and his thakur supporters in their campaign 
ratodiscreditthetulerby spreading stories 
about him and his personal life through the 
nationalist press. 

Vidal dismisses two 20th century uprisings. 
One was led by the bania Motilal, caUing 
on people to refuse to pay their taxes. 
Another was led by arq’put,Anop Das against 
' Jain merchants. Merchants were a critical 
dement in the economy of Sirohi. They 
were lax-coltecttn and moneykoders and 
at every level of society, among all social 
categories, they were important in diipen- 
shtgcrediLlndebiedneas to them was evident 
everywhere. 

Although Vidal acknowledges the fact 
that the upriiing led by Motilal wai complex 
in that it initially attracted brahmans, 
metcfaanls, icbaris and service castes before 
idziogtbeimaginationofbhilsandgirasias, 
this development is not iborougbly 
scfutiidsed.'liiere is no clear discusiion as 
to whether or why the initial groups withdrew 
from the movement or what their proUenu, 
collective and sgraiaic, might haw been. It 
it as if Vidal it trapped by the very structure 
of hu narrative in which the main characters 
have been named right St the start and others 
can only be accommodated, if at all. in a 
subplot 

Again, in discuuing the Anop Das 
movement against the merchants. Vidal 
fatfomis us thd. from a few rajputs, the 

main groups involved were the artimn castes 
and those d the bottom of the caste hierarchy. 
But again.sinoedieie groups arenotinduiM 
amaaghismsiadnmatispenanae,notnaicfa 
more is said shout them. Only a few 
unsatisfying explanatory lines (pp MS-Tl) 
are provided to accoum for hostility 
towards the Jains. 

In the last chapto, Vidal argues dm while 
pre<oloalal In^a was very complex, the 
Brituh strMgihened only cciuin elements 
ofitthatdUnotjeopmdiaetheirown postdcm. 
Iheae ame the groups that have hem taken 
ap for study in the book. Perhaps Vidal has, 
after aO. allowed himself to be contained by 


British definltioiis (and records) of which 
lecticms of Sirohi society are worthy or not 
for poJitka and representation, and these are 
hardy separate. If this were not the case we 
might have beard a little more about the 
artisan castes and rebaris who participated 
in these rebellions and the farming cattes 
who, even if not large in number, also had 
traditioru of resistance and could threaten 
to migrate en masse from the kingdom. 

Vidal pays brief and curious tribute to 
Duiitont for rendering s hrriistlc picture of 
Indian society. I say curious becauie hardly 
three pages on he makes his differences with 
the Dumontian perspective explicit, without 
mentioning Dumont himself. This is where 
he says (pp 9-10): “It has also been argued 
that ri valries between merchant and warrior- 
castes, or even within warrior-castes for the 
control of power, had little effect on the 
fiindamental hierarchy of social values. For 
after all they involved only economics and 
politics - activities supposedly assigned a 
secondary place in the ideology of 
Hinduisttu” No references are given and we 
are not told who has nude the argument, but 
the reader would clearly recall Dumont’s 
conlentkn that politics and economics «e 
encompassed by religious vslues in India. 
Why the reluctance to openly acknolwedge 
intellectual disagreement? 

Vidal has a kind of hop, skip and jump 
survey of the academic field delivered in 
about three pages and a bit. Here we move 
with remarkable rapidity from colonial 
constmctioiu of Indian society, to sociology 
and anthropology which studied ‘castes’, 
‘tribes’ snd ‘village communities’ asseparate 
entiiies (no references) to the overarching 
framework given by Dumont. In a magical 


switch we then And ourselves beim told 
shout the historians* new inienst in Indiw . 
society: “Up to the 1970s the study of Indian 
toci^ was dominated l>y the work of 
sociolpgisu and antfaropedpgists, but over 
the last 30 yean histaritins have been more 
active*’. Dm the author find nothing of 
interest in the arUhropology and sodotogy 
of the last 23 or mote yens? Or in its curient 
shifts and tteiids?Sutely OK is not demandiiig 
too much in asking for it least the odd 
reference to the wotk of olhen in these 
fields, apart from the mandatory one to 
Dumont? Such dismissive trestmentii quite 
unsuitable. 

It can hardly be accepted, moreover, that 
the sociological analysis of the caste system 
has confined itself et^ly to undentinding 
its main characteristics such as endogamy 
or commeniality without any engagement | 
with questions of the networks of inter- i 
dependence or powerrelations. In fact, given 
what I have said above. Vidal’s own work 
only picks out certain groups and ceitaia 
reiiitionships of contest and conflict for 
exanunation.de^te the fret that the evideiioe 
seems to show that others in the social 
hierarchy played roles of some stgnificanoe. 

With regard to Vidal’s larger theory shout 
Gandhi and the diicoune centred around 
violence in the early decades of this century. 

I find his argument about the British call for 
non-violence awkward. Anywny, forastrong 
case to be made out the evidence would have 
to be more than sketchy and the details 
developed with much more thoroughness. 

Finally, another map was required in the 
book, one showing not just Sirohi but (he 
kingdominielationtoodiCTneaibykiitgdontt 
mentioned frequently in the text. 
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SPECIAL ARTICLES 


Financial Openness, Slradpw Floating Exchange 
Rates and Speculative Attacks 

M J Manobar R«o 

Both the literature as well as the evidence on speculative attacks in foreign exchange markets provide important 
lessons for managing an exchange rate regime. Balance of payments crises, rather than being exogenous shocks, 
could well be the equilibrium outcome of maximising behaviour hy rational agents faced with a fundamental 
inconsistency between monetary and exchange rate policies. The longer the delay in bringing about such consistency 
between monetary, fiscal and exchange rate policies, the higher will be the potential costs of an e ventual adjustment 
when ultimately faced with the inevitable regime collapse. 


I 

Introducdon 

ONE of the most important obiervatinns on 
exchange rate reginies has been that the 
forms of exchange rate arrangemenut in 
developing countries have tended to evolve 
systematically over time. Immediately after 
tte collapse of the Bretton Woods system, 
most developing countries continued to peg 
against a single currency. In 1976, more than 
85 per cent of all developing IMF member 
countries did so. Amongst single currency 
peggets. over two-thirds were pegged to the 
US dollar; and roughly a quarter of 
developing countries pegged against a 
composite of currencies. The major shift 
overdme was away from pegging to the US 
dollar to what the IMF has described as 
‘flexible arrangements', which have 
consisted predominantly of various forms of 
crawl but havealsoincluded limited instances 
of flexible (market determined) rates. As of 
ilate, however, 7S developing countnes 
continue to peg, either to a single currency 
or a composite, and can be technically 
clauified as having a fixed exchange rate 
regime (which is a specific case of an active 
crawling peg where the rate of change in the 
exchange rate is zero). Of these, 25 are 
pegged to the US dollar, 14 to the French 
franc, 5 10 the SDR, and 31 to different 
baskets of currencies. 

In such a milieu, one of the most 
ftudameaial propoutions of opm-economy 
macto-economict is that the viability of a 
fixed exchange rate regime requires 
maintaining long-run consistency between 
monetary and exchange rate policies, because 
the choice of a fixed exchange rate peg 
implies a specific monetary discipline, 
namely, money growth equal to the growth 
me of the currency to which a country is 
pegged Monetary policy is thus sut^ to 
ancxchangenteiule rather than toatnonetary 
rowth role. Thus, excesaive domestic credit 
expansion could lead to a gradual loss of 
foreign exchange reserves and, ultimately. 


to an abandonment of the existing fixed 
exchangerate once the central bank becomes 
incapable of defending the pari ty any longer. 

Easily tiue.any central bank that is forced 
to tolerate a persis t c n i balance of payments 
(BOP) deficit, as a result of an exchange rate 
misalignment, will eventually find itself 
unable to peg the exchange rate between 
domestic and foreign currency. If capital is 
internationally mobile, the collapse of the 
fi xed exchange rme it typically uiggcied off 
by a sudden BOP crisis in which spoculaturs 
fleeing from the domestic currency acquire 
a large portion of the central bank's foreign 
exchange reserves. Faced with this reserve 
haemorrhage, the bank would have no other 
option than withdrawing from the foreign 
exchange market and allowing the exchange 
rate to float freely, at least tem-porarily. as 
witnessed in India in July 1991. 

Given these possibilities, a large body of 
literature has, over the past decade or so, 
focused on how macro-economic policy 
inconsistencies can lead to recurrent 
speculative attacks and ultimately to the 
collapse of a fixed exchange rate regime. 

U 

Speculative Attacka and Balance 
of Payments Crises 

Theory of Speculative Attacxs 

One of the fust papers to throw some light 
on the timingof such speculative attacks was 
by Salant and Henderson (1978) who, in 
analysing a government's attempt to fix the 
price of gold, demonstrated that when agents 
have perfect foresight, markets can be 
continuously in equilibrium only if 
speculators attack the government's gold 
reserves on a well-defined date. 

Krugman (1979) then extended their 
reasoning to the foreign exchange market 
and, in a pioneering paper, showed that 
under a fixed exchange rate regime, 
coadiiuous domestic crecStcreaduninexcess 
of money demand growth may lead to a 
sudden speculadveattack agaiiiit thccuncncy 


that forces the abandonment of the fixed 
exchange rate and the adoption of a flexible 
exchange rate reghne. Moreover, this attack 
will always occur before the central bank 
would have run out of reserves in the absence 
of speculation, and will take place at a well- 
defined date. 

However, in Krugman's analysis, the 
cemral bank commits a fixed portion of its 
reserves to the defence of iu cwiency, and, 
after losing them in a crisis, never again 
intervenes to influenci* the exchange rate. 
Often, however, a central bank faced with 
a speculative attack withdraws from the 
foreign exchange market temporarily and 
repegs the exchange rate at a higher (more 
depreciated) level after a transitional float 
In other words. BOP crises lead to frequeni 
devaluations rather than to a total 
ahandonmentofafixedratereginie ObstfeM 
(1984) was the fitsi to sn:]y$e this case and 
showed how the expectation of subsequeui 
devaluations can affect the timing of 
spcculauve attacks. 

Evidence suggests that BOP ciiaes are 
often associated with large cunent 
deficits during the periods preceding'uidl 
crises. Typically, large exienial defidu 
emerge as spcculaton adjuH tfaecompoa it ion 
of their holdings of financial asaets in 
anticipation of a crisis. The expenences of 
Argentina, Chile, and Mexico Mgteat 
considerable changes in (he real exd ta m e 
rate and the current account defich duHpc 
the pre-collapse period and such movcMMUtt 
may help provide an explanation as w why 
speculuive attacks are often preceded by a 
period during which central bank reaervei 
are depleted at an accderaiiRg rate. 

Models examining the red e ft ec u of au 
anticipated exchange rale coHafue were Oral 
developed by Coimolly and Taykir (1W4^ 
Calvo (1987) aid WiUmaal I98S). However 
it is Willman's fratnewarklhaloouiacioaegl 
to accurately ptedktiiig the gnalual appre¬ 
ciation of the real ebapraei 

during pre-crises episodes In cowarka ip(i. 

as Argemina in the eiriy tPtOa. - 



CouDtries facing BOP ditficultiet often 
have recourse lo external borrowing to 
suppleineni the amount of reserves available 
for the defence ol the oflicial parity. A 
central bank facing a perfect capital market 
can, at least in principle, increase foreign 
reserves at its disposal by short-term 
bonxrwing. Unlimited access to borrowing 
can avoid a regime collapse provided the rate 
of growth of domestic credit is not 
pentumently maintained above tlw world 
interest rate, because this would iead to a 
violation of the government budget constraint 
(Obstfeld 1986]. In this sense, therefore, on 
over-expansionary credit policy can still 
ultimately lead to the collapse of a fixed 
exchange rale regime, despite borrowing 
(Ize and Ortiz 1987]. 

Moreover, even iftth perfect capital 
markets, the timing of borrowing mailers 
considerably for the nature of speculative 
attacks. Suppose that the interest cu.st of 
servicing foreign debt exceeds the interest 
paid on reserves. Under the circumstances, 
if borrowing occurs just before the collapse 
of the fixed exchange rate regime, the ensis 
is likely to be postponed. However, if 
borrowing occurs long enough before the 
collapse of the regime, the crisis would 
actually occur earlier. The reason (hat the 
collapse is hastened is related tothe servicing 
cost of foreign indebtedne.ss on the public 
sector deficit, which raises the rateof growth 
of domestic credit IBuiter 1987]. 

In practice, however, most developing 
countries face burrowing con.straints in 
international capital markets. Therefore, in 
many instances, capital controls have ulten 
been used in an attempt to limit losses of 
foreign exchange reserves and thereby 
postpone a regime collapse. Such controls 
have been imposed either permanently or 
temporarily following significant reserve 
ioss« by the central bank, or at times when 
th6 domestic currency has come under heavy 
pressure in foreign exchange markets 
[Edwards 1989]. With permanent controls, 
as shown by Agenor and Flood (1994), the 
higher the degree of capital controls, the 
longer iiwilliakeforihefixed exchange rate 
to collapse. This is because capital controls 
dampen the size of the expected future jump 
in the domestic nominal interest rate and the 
auociaiedfbifl inmoney demand. Theeffect 
of temporary capital controls on the liming 
of a BOP crisis was studied by Bacchetta 
(1990), who showed that temporary 
restrictioin on capital movements may have 
significant real i^ects. 

However, in any analysis of capital 
controls, it is critical to distinguish between 
the case in which the riming of the policy 
change is perfectly anticipated and the case 
where it is not. If controls take agents by 
surprise, capital outflows will increasingly 
be leplaced by higher imporu once such 


controls ore put in place, leading eventually 
to a deterioration in the current account. The 
resulting rateof depletion of foreign reserves 
through the current account could be even 
higher than the 'natural' rate of depletion, 
i e, the rale of depletion of reserves through 
the capital account in theabsenceof controls, 
(hereby defeating the very objectiveof capital 
controls. On the other hand, if capital controls 
are prc-annouiiced, or if agents arc able to 
anticipate thcexact time at which thecuiurols 
will be imposed, a speculative attack may 
occur jusi before ihcir imposition, as agents 
attempt to rc-adju.st their portfolios and evade 
restrictions. Such an attack will, once again, 
defeat the very purpose of capital controls. 
As a matter of fact, it may even precipitate 
a regime collapse {Dellas and Stockman 
1993]. 

There arc many other diiectinns in which 
ihc theory ul' BOP cnscs has been extended, 
c.speeially in the oreas of uncertainty (over 
(he cntical threshold of reserves and the 
domestic credit growth rate) and regime 
switches. The imnxluciion of uncertainly 
over domestic credit growth provides a 
channel through which the sharp increases 
in domestic nominal interest rates that 
typically precede an exchange rate crisis can 
be explained [Blanco and Garber 19861. But 
beyond being consistent with rising interest 
rates prior to the crisis, the introduction of 
uncertainly in collapse models has two 
additional implicalinns. 

First, there will always he a non-zoru 
probability ofa.speculative attack inihenexi 
periiKl which in turn produces a forward 
discount on the domestic currency - the so- 
called 'peso problem' |Kra.sker 1980], 
Available evidence indeed .sugge.sts that the 
forward market piemium in foreign exchange 
markets tends to increase well before the 
regime shift. Second, the degree of uncer¬ 
tainty about the central bank's credit policy 
plays an important rote in determining the 
speed at which cemral bank reserves arc 
depleted (Claessens 1991]. In a stochastic 
setting, reserve losses exceed credit expan¬ 
sion because of the rising probability of a 
regime collapse, implying that reserve deple¬ 
tion accelerates along (he way to the regime 
change. Such a panem has bwn observed in 
actual crises|ConnollyandFernundae 1987]. 

Finally, most models of BOP ensis have 
been limited to (he consideration of an 
exogenous rate of credit growth. However, 
the apparently ineluctable nature of a regime 
collapse that suchan assumptionentails tuns 
into a conceptual diftlculiy; why is it that 
no attempt is made to prevent the crisis by 
adjasting credit policies? For instance, the 
cemral bank could change its credit policy 
before reserves are exhausted to tiudee it 
consistem with thcfixedexchangcraie target 
Some recent models of BOP crises have 
considered endogenous policy changes of 


this type. Dnizen and Helpman (1988) and 
Edwards and Momiel (1989) have empha¬ 
sised that the aisumplion that the authorities 
choose to adjust the exchange rate iiutead 
of the underlying macro-economic policy 
mix can provide only a temporary solution. 
Ultimately, if the new exchange rale regime 
is inconsistent with the underlying policy 
stance, there will be a need for a new policy 
regime. 

Eviuence on Balance of 
Payments Crises 

We now briefly review some experiences 
with exchange rate and balance of payments 
crises in five developing countries, i e. 
Argentina, Brazil, Chile. Mexico and India, 
because, in many regards, the experience of 
these countries appears to be representa¬ 
tive of the main characteristics of these 
phenomena. 

In December 1978, the Argentine 
authorities adopted a stabilisation programme 
aimed at containing inflation (which was in 
cxces.s of 3(X) per cent annually) and an 
enormous fiscal cleRcit. A key aspect of the 
programme was the setting of the exchange 
rate, which was adjusted based on a pn- 
announcetl declining rate of crawl. (Such 
schedules of pre-announced exchange rate 
chang^s, common in most of the Southern. 
Cone5tabili.sation programmes, were referred 
to as 'lablitivi' which, by determining the 
path of the exchange rate in advance, 
attempted to use the exchange rate as a 
nominal anchor for domestic price.s.) 
Fallowing a penud of relative success, a 
scries afbunklailures in early l9K0iriggered 
off a financial crisis. The rate of increase of 
credit to the financial sector increased sharply, 
undermining confidence in the exchange 
rale regime. I'he increase in domestic credit 
coincided with large reserve losses which 
eventually led to a speculative attack on (he 
peso (Connolly 1986, Cumby and van 
Wijnbergen 1989]. The period prior to the 
collapse was marked by a continuous 
appreciation of the real exchange rate, as a 
result of which the current account moved 
from a surpliw of $ 1.9 billion in 1978 lo 
adeticitof$4.8billiontn l980.Thecrawling 
peg policy was abandoned in June 1981 and 
was followed by the temporaiy adoption of 
a dual exchange rate regime. 

The Brazilian cruzado crisis occurred in 
October 1986, about eight months after (he 
Cruzado Plan was launched. The plan 
attempted to fix all prices, inchidinf the 
nominal exchange rate. As in the earlier 
instance, however,doineaticcre(Ktiiieieaicd 
rapidly throughout the pre-coHapie period. 
Through 1986, domettk credit expanded by 
more than 40 per cent while central bank 
reserves declined by about $ 5.8 biilioa. The 
Cruzado Plan wu abandoned in October 
1986 with the devahiation of the cniiado. 



Hw CUku peto criik octnirred in June 
1982 and wat precipitated by a seriec of 
banking failures [see Velasco 1987]. The 
central bank responded to these failures with 
sharp increases in the rate of credit creation, 
which reached nearly 100 per cent in the hut 
quarterof 1981. The acceterationof domestic 
credit expansion coincided with an 
appreciating real exchange rate and increasing 
foreign reserve losses by the central bank 
for some months prior to the exchange rate 
collapse in June 1982. 

The crisis of the Mexican peso was 
preceded by sharp increases in the rate of 
central bank credit creation and reserve los.ses 
for some months prior to the collap.'ic. The 
gradual acceleration in the annual rale of 
inflation led to a steady appreciation of the 
real exchange rate and a deterioration in the 
current account deficit. In February 1982, 
the Mexican authorities abandoned the quasi- 
fixed exchange rate system and allow^ the 
peso to float freely. However, continuing 
capital outflows led to a 67 per cent 
depieciation of the peso vis-a-vu the LIS 
dollar by the end of Fdmiary 1982 |scc 
Goldterg 1994]. In August 1982, with the 
central bank virtually out of reserves, u dual 
exchange rate regime was e.stahlished 

The Indian experience of the early 1990s 
has been well documented in the Ecmumic 
Suney (1991-92). Although the Indian 
rupee crisis occurred in July 1991, its actual 
genesis can be traced back lo a.s far as 1986 
because foreign exchange reserves declined 
at an average rate of 24 per cent per year 
for four continuous years from $ 6.6 billion 
in 1986-87 to $ 2.2 billion in 1990-91. These 
large reserve losses coincided with a slurp 
increase in domestic credit expansion which 
averagedaboul 17 per cent per year over this 
pre-collapse period. The fact that the reserve 
depletion rate exceeded the credit expansion 
rate was attributable to the rising probabi lily 
of a regime colUpse which, following the 
discussion in the preceding section, caused 
reserve depletion to accelerate. Tliis is 
precisely what happened in 1990-91 (the 
year prior to the collapse) when reserves 
decreased by 44 per cent. The increase in 
the annual Inflation rate (which reached 16 
per cent by June 1991) led to a sustained 
appreciation of the real exchange rale and 
a delerioratiun in the current-account deficit, 
which reached an all-time high of $ 9.7 
billion in 1990-91 u against $ 6.6 billion 
in the pievioui year. The eroding confidence 
in the ability of the government to manage 
(he BOP crisis led to massivecapital outflows 
which amouiiied to almost $ I billion in the 
last three months preceding the crisis. With 
reserves down to just $ I. I billion in June 
1991, a default on payments had become a 
ihulnct posiibitily for theJirsi time In Indian 
history. On July I and 3, 1991, with the 
central bank virtually out of reserves (barely 


enough to finance two weeks of imporu), 
the nipee was devalued in a phased manner 
by ne^y 2S per cent to bring it to a credible 
l^el which could be defended. 

This brief review of recent empincal 
evidence suggests the existence of .strung 
similarities in the processes leading to 
exchange rate crisis in developing countries 
[Agenor and Montiel 1996). First, in the 
periods leading to a crisis, domestic inflation 
is high - and sometimes rising - while 
international reserves tend to fall at an 
increasing rate, reflecting the over- 
expansionary credit policy, rising current 
account deficits, and heightened perceptions 
regarding theeventual collapse of the regime 
Second, anticipations of a crisis uanslaie 
into a forward premium or a parallel maikel 
premium that may rise to very high levels 
in the period immedialdy pnor to (he col lapse 
of the exchange rMc regime. As a result, 
domestic interest rates, if not administered, 
tend to rise substantially in the periods 
immediately preceding the exchange rale 
crisis. Third, there ate important real cfTecis 
associated with such BOP crisis The real 
exchange rate (ends to appreciate (and the 
current account to detcrioraie) during the 
transition period. This behaviour of the real 
exchange rate, along with the surge in the 
interest rates, lends to adversely affect 
domestic investment and output The 
theoretical analysis reviewed in the preceding 
section provide a rationale for most of these 
observ^ effects. 

Based upon the implications of the 
literature, we initially set out the theoretical 
framework torcxplaining speculative attacks 
ami the collapse of (quasi-) fixed exchange 
rate regimes m LDCs. We then apply il in 
the Indian context to predict the speculative 
attack on the rupee which eventually led to 
theBOPcrikisofJuly 1991. We then extend 
the model to explain the timing of such 
attacks during the post-liberalisation era. 

Ill 

A Modd of Exchange 
Regime Collapse 

Consider an open economy whose 
residents consume a single tradable good. 
Domestic supply of the good grows 
exogenously, and its foreign currency price 
(I e, the nominal exchange rale) is revised 
upwards at a constant pie-annoutKed rate 
every period by adopting a crawling peg 
regime. The domestic price level increases 
with the nominal exchange rate as a result 
of (he higher cost of imported inteimediate 
inputs. The domestic nominal inieiest rate 
increases with the inflation rate although, 
due Id (be 'real balance effect'. an increase 
in inflation may not be fully reflected in 
nominal Interest rales. There ate no private 
banks, so that the money slock is equal to 
the sum of domestic cr^it issued by the 


oeninl bank and thedoiaeslic-ciunacy value 
of foreign reserves held by the central buk. 
Foreign reierves earn no interest, and 
domestic credit expands at a constant growth 
rate. Finally,agenu are endowed with perfect 
foresight. 

The model is thus defined by the following 
set of equations; 



-p, = A-tay,- 

8i,,a>0,S>0 (3.1) 

J". 

a 0,D, -t- OjR,. 

0<(o,,<jp< 1(3.2) 

D, 

= p. 

p>0 (3.3) 

e, 

a £, 

e > 0 (3.4) 

P, 

= + 5i«.' 

6, > 0 (3.5) 

*1 

= e, + O.P.. 

0 < e, < 1 (3.6) 


where m, is the nominal money stock, D, is 
domestic credit, R, is the domestic-currency 
value of foreign exchange reserves, e, is the 
nominal exchaiige rate, p, is the price levet, 
y, is real output, and i, is the nrNiiinal interest 
rate. All variables, except the interest rate, 
are measured in logarithnu. 

Eq (.3.1) relates real money denund 
posiuveiy to real income and negatively to 
the nominal interest rate. Eq (3.2) is a log- 
linear approximation of the identi ty defining 
the money stock as the sum of reserves and 
domestic credit. Eq (3.3) specifics that 
domestic credit grows ai a consiam nte p, 
Eq (3.4) specifies a ciawling peg exchange 
rate arrangement with the nominal exchan^ 
rate being depreciated at a constant rate c 
each period. 1^ (3.S) indicaics that the price 
level IS positively related to the nomiiiai 
exchange rate.' If S, « 0 and 6, » 1, (his 
equation would define purchasing power 
pant). Finally.eq t3,6)spccifiesthal. because 
6 , < I. the nominal interest rale will not rise 
one for one with the ircreate in inflatiaii, 
implying that the real interest rale will not 
bcaconstant. If 6 , * 1 . this equation woidd 
yield the staixiaid Fisher equation and B,ca> 
then be interpreted as the ex-post ital rate 
of interest. 

Combining eqs (3.1), (3.S) and (3.6) 
together, and noting from eq (3.S) that 
P. = S,c,. yields; 

m, - 5„ - 5,c, = A - 86, cry, 

. -M.V. . (3.7) 

A.S c, = e, eq (3.7) can be written as: 

m, = C -t ay, - 66,S,€ + 8,e, (3.8) 

where C = A - 86^ -f 6,. Using eqs (34) and 
(3.8) yields; 

R = 1C + ay, - 86,5,6 * 6,e, 

- a.DVa, (3.9) 

thereby providing ancxpressioa which yiddi 

the stock of reserves at any given mooienL. 

Using eqs (3.3) and (i.dfatid nnindi^ 
that real income grows at a constiat rme, 

* e. y, a g. the ume derivative of eq (3.9) 
yiqlds: 

R, a log + 5,6 - e,nJto, (3.l(^ 

Eq (3.10) mdkales that if domestic oiadlt, 
expansion exceeds the sum of the gHWtb 

rate of money demand and the rMeofdM^* 


WMitIv hlnmndwr IS. 1997 


2943 



of the exchange rue, reaervea are depleted 
each period. Thus, any finite atock of reaerves 
will te exhausted in a finite period of time. 

Suppose now that the central bank 
announces that it will stop defending the 
current crawling peg exchange rate 
arrangement after reserves reach a lower 
bound, R. at which point it will withdraw 
from the foreign exchange market and allow 
the exchange rate to float freely thereafter. 
If 0,p > og -v 5,€, rational agents will 
anticipate that, without speculation, reserves 
will eventually fall to tire lower bound, and 
will therefore foresee the eventual collapse 
of the system. To avoid losses arising from 
an abrupt depreciation of the exchange rate 
at the lime of the collapse, speculators will 
force a crisis before the lower bound on 
reserves is reached. The issue i^ then to 
determine the exact moment at which the 
crawling peg exchange rate regime is 
abandoned or. equivalently, the time of 
transition to a (iransitoiy) floating rate. 

The length of the transition period can be 
calculated by using a process of backward 
induction which was formalised by Flood 
and Garber (19ti4). In equilibrium, under 
perfect foresight, agents can never expect a 
discrete jump in the nominal exchange rate, 
since such an abrupt inctease would provide 
profitable aibitrageopportunities. Asaresuli, 
arbitrage in the foreign exchange market 
requires the floating exchange rate that 
prevails immediately afterthe attack toequal 
the crawling rate prevailing at the time of 
the attack. 

Formally, the time of collapse is found at 
the point where the ‘shadow floating rate', 
which reflects market fundamentals, is equal 
to the prevailing crawling tale. The shadow 
floating rate is the exchange rate that would 
prevat I with the current credit stock i f reserves 
had fallen to the minimum level and the 
exchange rate was allowed to float freely. 
As long as the crawling exchange rate is 
more dejmedated than the shadow floating 
rate, theoawling peg regime is viable; beyond 
that point, it is not sustainable. The reason 
is that if the shadow floating rate is below 
the prevailing crawling rate, speculaton 
would not profit from driving down the 
government's stock of reserves to its pre< 
annmmced lower bound (R) thereby forcing 
the adoption of a floating rate regime, since 
they would experience an instantaneous 
capital loss on their purchases of foreign 
reserves. On the other hand, if the shadow 
floating rate is above the crawling rate, 
speculators would experience an instan¬ 
taneous capital gain. As neither anticipated 
capital gams nor losses are compatiUe with 
a perfect-foresight equilibrium, speculators 
will compete with other to eliminate 
such opportunities. This type of behaviour 
leads to an equilibrium attack, which 
incorporates the aibttnige condition that the 


pre-attack enwiing rate must equal the post- 
attack floating tateattheexKttimeafcoliapae 
of the prevailing regime. 

The fust step, therefore, is to find the 
solution for the shadow floating rate. 
Considering that the shadow floating tale is 
the exchange rate that would prevail with 
the current credit stock if reserves had fallen 
to the minimum level and the exchange rate 
was allowed to float freely, we have; 

e, = 0„ + 0m, (3.11) 

whm 0, ana 0, are as-yet-undetermined 
coefficients and where: 

m, = 0 ,D, + OjR (3.12) 

which is the expiwion for the money stock 
when reserves reach their tower bound. 

Taking the rates of change of eqs (3.11) 
and (3.12) yields; 

e, *0,O,M (3.13) 

imply ing that i n the post-collapse regime the 
exchange rate depreciates steadily and 
proportionately to thegrowth niteof domestic 
credit. 

Substituting eq (3.1.3) in eq (3.7) and re¬ 
writing the expression in terms of e, yields; 
e,=fle|0,o,(i-[C + ay,J/6,+m/8| (3.14) 
Comparing eqs (3.11) and (3.14) yields: 
0 , = 1/8, (3.15a) 

0 , = [Be, o,M - C - oyJ/8, (3.15b) 
From eqs (3.3) and (3.4), and knowing 
that real income grows at a constant rate, 
g. we have; 

D, = D„ + Mt (3.16a) 

e, » e„ + el (3.16b) 

y, = yo + gt (3.16c) 

whOT Dg, Cg and y„ are the initial stock of 
domestic credit, initial exchange rate and 
initial level of output, respectively. 

Substituting eqs (3.12), (3.1S), (3.16a) 
and(3.]6c)imoeq(3.l I )yieldsthefollowing 
expression for the shadow floating 
exchange rate: 

e,» [o,D„ + a,R + - C - otyJ/8, 

+ 1(0,p - agy6,lt (3.17) 

The crawling peg regiine collapses when 
the prevailing parity, given by eq (3.16b), 
equals this shadow floating rate. The exact 
time of collapse is therefore obtained by 
equating the right-hand-side of eq (3.17) - 
which is the shadow floating exchange rate 
- with the right-hand-iide of eq (3.16b) - 
which is the prevailing parity. 

Doing so and solving the resultant 
expression uniquely in tennf of tllfc lime 
index yidds the exact time of colla|»e (t*) 
which is given by; 

f - [6,e, - a,D„ -a,9.*C 

+ ay. - Be,o,p]rt' (3.18) 
where r a o,p - 0 (g > 8,e. 

Eq (3.18) indicates that higher the iniliB] 
exchiuige rate, e,: or lower the iahial stock 
of domestic credit, D,; or lower the critical 
level, R; or higbtf the initial levd of output, 
y,; or lower the rate of credit expansion, p; 
or higher the growth rate, g; or higher the 
crawl rate of the exchange rate,«, the hxiger 


it will lake before the coUopae oecun. As 
far as the panmeten are coocened, it is seen 
that lar^ the pnqxHtion of domestic credit 
in the money stock, o,; or lower the income 
elasticity of money demand, a; or lesser the 
sensitivity of the price level to the exchange 
rate, 6 ,, the sooner the collapse. 

The i merest rate (semi-) dastidty of money 
demand, S, determines the size of the 
downward shift in money balances and 
reserves that takes place when the crawling 
peg exchange rate regiine collapses and the 
nominal interest rate jumps in response to 
the increased inflation which is a direct 
outcome of the sudden transition to a floating 
rate regime. The larger the value of S, the 
earlier the crisis. 

Substituting eqs (3.16a)-(3.16c) into 
eq (3.9) and setting t = t* yields the stock 
of reserves at the point of attack (R,J; 

R,. = [C + oy, - 

+ 5,e„ - a,D, - lifVff, (3.19) 

Substituting eq (3.18) intoeq (3.19) above 
yields; 

R,. = R + [88,(a,p - 8,€ )]/o, (3.20) 

Thus it is seen thm with no ‘speculative’ 
demand for money, i c, B s 0; or with 
complete financial repression, i e, 6, = 0, the 
collapse will occur when reserves are run 
down to the minimum level, R. With B > 0, 
6, > 0, ^ well as o,p > 5,6, the analysis 
implies that the speculative attack always 
occurs before the central bank reaches the 
minimum level of reserves. 

From cq (3.18), it is seen that t* can be 
maximised, i e, the collapse time can be 
postponed indefinitely, by setting TsO. This 
implies that the optimal crawl rate should 
be equal to: 

€=(a,p-agV5, (3.21) 

which, fromeq (3.17), is seen to be precisely 
equal to the rate of increase of the shadow 
floating exchange rate. 

This implies that if the crawling exchange 
rate is above the shadow floating exchange 
rate to begin with (which is a necessary 
condition for the crawling peg regime to be 
viable in the first place), and the raieof crawl 
is exactly equal to the rate at which the 
shadow floating rale is depreciating, then the 
shadow floating rate can never exceed the 
prevailing crawling rate. And as long as the 
crawling exchange rate it more dq)reciated 
than the shadow floating rate, the crawl- 
ingpeg regime it viable; implying that 

TxaLe I: Paa-Cou>rsE Mqmtaxy AaaaBaAm 
ree rut lanAN Economy 

(Rm crort at current prkes) 


Year 

1 

Money 

Supply 

Oimmtie 

Credit 

—-« 

rofvign 

Rmerm 

19«6-87 

0 

174.406 

166,761 

7,649 

1987-88 

1 

199,144 

191,857 

73r 

1988-89 

2 

23a96l 

224357 

6,609 

1989-90 

3 

374,642 

368,895 

9,787 

1990-91 

4 

316350 

311,963 

4388 
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•a<a|H)(gy8, ipedflM the optimal crawl 
rate m avoioliig ipeculative attacki and 
cttturing the lofig*run viability of a crawling 
pegeachangerateiyitem(Mathieion 1976], 

IV 

Empirioil PfctBctiona of 
Colbqpae: ladton Context 

In order to apply the above theoretical 
framework to the Ittdian economy, consider 
Table I which provides the necessary 
monetary data on (adjusted) broad money 
supply.domesticciedlt.and foreign exchange 
reserves over the five-year period 1986-87 
to 1990-91 which witnessed a continuous 
fallinforeignexchangereservesculminating 
in the BOP crisis of 1991. In this table, 
t is the time index with 1986-87 being 
designated as the base year, i c, t x 0. As 
all the stock Hguies in this table pertain to 
year-end estimates, it would imply that laO 
refers to the end of the fiscal year 1986-87; 
tx| refers to the end of the fiscal year 

1987-88; and so on. As the steady erosion 
of reserves over 13E1,2,3,4 is well in keeping 
with the basic assumptions of the model, it 
should be possible to use it to predict the 
collapse lime (t*) in terms of this time 
framework. 

Table 2 provides the necessary supple¬ 
mentary data on real output (Rs crore at 
1980-81 prices), the price level (measured 
bytheGDPdeflatorwith 1980-81 = l.{X)0fl), 
the nominal interest rate (proxied by the 
3-year term deposit rate) in percentage 
points, and the nominal exchange rate 
(in Rs per US $). 

Prom Table 1, it is seen that the annua] 
rate of growth of domestic credit over the 
sample period was 15,66 per cent, i e, p = 
0,1566, The estimated version of eq (3.2) 
yielded; o, = 0.9798 and o, = 0.0319. The 
initial stock of domestic credit in 1986-87 
was Rs 166,761 crore. implying that 
D,.In(16676!) = 12.0243. 

As far as the lower bound on reserves (R) 
is concerned, it needs to be noted that although 
reserves had declined to Rs 4,388 crore by 
the end of March 1991 (see Table I), the 
RBI continued to defend the official parity 
until the end of June 1991, by which time 
reserves had dropped to a level of Rs 2,383 
crore. It was only then that the RBI withdrew 
from the foreign exchange market and, by 
carrying Qutaphased devaluation, technically 
allowed the exchange rate to float. As such, 
Tasu 2: Pas-CDLLAHa SumaMCHTMiY Data 
na Indian BrowjMr 

Year t Real Price Imereti Exchange 

Output Level Rise Rale 

1M6-87 0 16.1,271 1.5926 O.Om 12.78 

1987- 88 I 170,322 1.7311 0.0930 12.97 

1988- 89 2 188,943 1.8710 0.0930 14.48 

1989- 90 3 199403 2.0342 0.0930 1643 

1990- 91 4209,791 I2SS3 0.0930 17.96 


the lower bound on reservea was set equal 
to: R > bi(2383) • 7.7761. 

Prom TliUe 2, the rale of output growth 
andexcfaangem e dcprecinion wasestiinated 
at 6.27 per cent and 8.51 per cent per year, 
respectivety, I e,g >0.0627 and e X O.C^Sl. 
The initial level of real output in 1986-87 
was Rs 1,63,271 crore, implying that 
y, > t Z0032; while the initial exchange rate 
lnI986-87wasRsl2.78perUS$,tmplying 
that e, > 2.5479. The estimated version of 
eq(3i)yielded:<^—I.6067and6,=0.8327. 

While the basic theory of ipeculaiive 
attacks insists that the estimation period be 
constrained to a sample which exhibits a 
continuoui decline in foreign exchange 
reserves, such as the 5-year period 1986-91, 
the (quasi-) fixed nature of the (administered) 
interest rates over this period yielded 
unreliable parunelerestiniaies of the interest 
rate (semi-) elasticity of money demand. As 
this estimate is critical in determining the 
collapse time [Kimbrough 1992), we ex¬ 
tended the tattiple period beyond 1990-91 
because the increased variabiliry in the 
interest rates over the post-collapse period 
imparted considerable significance lo the 
estimated value of this parameter (B). 

For the same reason, such a compromhe 
was also made while estimating the interest 
rate equation. However, in this case, we 
extended the sample backwards by including 
earlier pre-collapse observations because 
including data from the post-collapse period 
would have distorted the interest adjustment 
coefficient (0,). 

Based upon these extraneous 
considerations, and in order to obtain a 
sufficiently wide spectrum of collapse Ume 
scenarios, we estimated the following 
equations;' (i) Three (unconstrained) money 
demand functions of the form suggested 
by eq (3.1), one for each of the following 
three sample periods: 1986-92, l986-93and 
1987-93; (ii) Three (constrained) money 
demand functi ons, of a si mi lar form, obtained 
by setting a = 1 (as usually suggested by 
theory), one for each of the above three 
sample periods; and (iii) Three imetest rate 
equations, of the form suggested by eq (3.5), 
one for each of the fallowing three sample 
periods: 1986-91, 1985-91 and 1984-91. 


ThecstmnledvahiaofihesefivepanaMen, 
i e, A. a, B, 6, and 6,. are given in TiUe 3. 

Forthepuiposeofcooslnictingaltemalive 
collapse time sccovios. the above estimated 
values of A, a Bi B, and 6, will be treated 
as variables; while the estimated values of 
o,, 0,, 5, and 8,, as well as the historical 
values of D,, y,. e^ p, g, e and R, specified 
eariier, will be uwed as constanis. 

We thus obtain 18 scenarios, given that 
we have six estimated money demand 
functions and three estimated interest nte 
equations. Substituting the cotresponding 
parameter values into eq (3.18) would yidd 
the collapse time perUtining to that panicular 
configuration of estimates. Ail these 
alternative 18 coliapie time scenarios are 
provided in Table 4. 

The second last column of this table 
con vena the predicted coUapae time ft*) into 
its cones ponding month and yev. In tenns 
of our time framework, with t > 3 drainting 
the end of the fiscal year 1989-90 and with 
t X 4 denoting the end of the fiscal year 
1990-91. any value of 3 < I < 4 would imply 
a period lying between March 31.1990 and 
March31.1991. Thus, in effect, a predicted 
collapse time of. say. t* = 3.45 wodd imply 
S.4 months (0.45 x 12) into the fised year 
1990-91, i e, September 1990. 

As far as determining the accuracy of the 
predictions is concetned, for all practical 
purposes, the speculative attack <m die Indian 
rupee commenced in September 1990 
beirause foreign exchange reserves declined 
rapidly from a level ofRs 5,480 entt at the 
end of August 1990 to Rs 1,666 crore on 
January 16,1991. Despite IMF loans 10 the 
extent of Rs 3,334 crore in Jumary 1991, 
the decline in reserves coAtinoed undbaied, 
finally culminating in the BOP crisis of 
July 1991. As sudt, given that the specu¬ 
lative attack began in September 1990, it 
implies that a peifect predictioa would be 
if 3.42 < t* < 3.50. 

That the modd isabletoptedicliheoollapK 
time with considerable accuracy acrois a 
wide range of paramder values is bone out 
by the fact that in 3 of the 18 soeMnos 
considered, the predicted and acanl time of 
the speculative attack, i e, September 199Q, 
coincided exactly. Moreover, an 


Tasu Erimatcd Pasamctbu - Mottv Dsmaw RwcnoH 
AND Intssbxt Rats EquAnal 


Etiimation 

Period 

1986-87- 

1991-92 

1986-87- 

1992-93 

I9'87-g8- 

1992-93 

A« 

-0.2941 

-0.I05J 

-0.5462 

CoMtnined 

-0.3225 

-0.3017 

-0.2953 

a» 

0,9975 

0.9822 

1.0221 

Consnaliied 

1.0 

1.0 

1.0 

8» 

-0,8379 

-0.8786 

-1.3166 

ComtniDed 

0^ 

0.- 

-0.8532 

-1.0074 

-1.1334 


Interen Rate E oeatien 


1986-87- 198546- I9<4:e=~ 
1990-91 1990-91 1910-91 


OVTK 

0.1736 


0.0754 

04106 


04)709 

04515^ 
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leveo scenvioc had a pretfiction error in the 
range of monthi vis-a-vis the actual time 
of speculative attack, while the maximum 
prediction error was4 months, bearing out 
the theoretical contention that, under certain 
conditions, the timing of such speculative 
attacks is entirely predictable. 

The last column of the table converts the 
predicted collapse time (t*) into the actual 
stockof reserves at the timeof the speculative 
attack, i e, R,. (in Rs crore), using eq (3.19} 
or, equivalemly, eq (3.20) which invokes the 
lower bound on reserves (ft) for the same 
purpose. Based upon Scenarios 9, 12 and 
18 which perfectly predict the collapse time, 
it is seen that the average (over thw three 
scenarios) predicted stock of reserves at the 
time of the speculative attack is Rs 4,638 
crore, as against the actual level of Rs 4,312 
crore in September 1990. 

In summary, the two^month ditciepaficy 
between the average (over the 18 scenarios) 
predicted collapse time, i e, November 1990, 
and the actual collapse lime, i e, September 
1990; as well as the 3.2 per cent prediction 
error between the average (over the three 
most accurate scenarios) predicted level of 
reserves at the time of the collapse, i e. Rs 
4,638 crore, and the actual level, i c, Rs 4,512 
crore. suggests that even such a simple 
fnmework can illusttate the consequences 
of not maintaining long-run consistency 
between monetary and exchange rate policies. 

V 

Shadow Floating Exchange Rates 

^ Financial Openness 

Financial openness can be defined as lying 
between two extremes. One extreme is the 
completely closed economy, where the 
dom^ic interest rale would be determined 
by the Fisher equation, i c, eq (3.6). The other 
extreme is the completely open epoiromy 
with no impediments to capital flows. In 
such an economy, there should be full 
arbitrage between domestic and foreign 
interest rates, implying that the domestic 
interest rate must be equal to the uticovered- 
larity foreign rate, i e, 

i. = i'.+e. (5.1) 

where i', is the (exogenous) foreign interest 
rite and e, is the expected rate of exchange 
rate depreciation. Et] (5.1) indicates that in 
a completely open economy, the interest 
rate would be unaffected by domestic 
moneiaiy and fiscal policy - except to the 
extent iIm these affect the expected rate of 
depreci a tion. Given such polar extremes 
and considering that most developing 
economies are financially semi-open, it is 
rossible to assume tint both closed - as well 
as open-economy factors influence the 
behaviour of interest rates, at least in the 
short nia 


In this context, Edwards and Klw (I9S5) 
postulated that the actual domestie iMerest 
rate in a developing econonty cotdd be 
expressed at a weighted average of the 
external (uncovered parity) rate and the 
domestic interest rate that would prevail in 
a financially closed economy. Denoting these 
weights by Q and (I-fl) and combining 
eqs(3.6) and (5.1) yiel^ the following 
equation for the nominal interest rate; 

i,=.(l-«)(e, + e,p,) + Q(i'+e^ (5.2) 

where the parameter 0 £ D S 1 can be 
interpreted as an index measuring the d^ree 
of financial openness. If (1 b 1, the economy 
is fully open, and eq (5.2) collapses into the 
interest arbitrage condition gi ven by eq (5.1 >. 
If QaO, however, implying a clos^ capital 
account, eq (3.2) becomes equal to eq (3.6) 
which is the Fisher equation. In the 
intermediate case of a semi-open economy, 
the parameter Q will lie between zero and 
unity; the closer it is to unity, the mote open 
the economy will be. Thus, in a sense, 
estimating SI from the data makes it 
possible to determine the degree of q>en- 
ness of the financial sector in a particular 
couniry. This estimated degree of openness 
will provide some information on the 
(changing) degree of integration of the 
domestic capital market with the world 
financial ma^et. 

DeTEKMiNArrrs or Rbsbrvcs 

Curreni Account Deficit (CAD) 

Combining eqs (3.1), (3.2), (3.5) and(S.2) 
together and rewriting the result in terms of 
the slock of reserves yields; 

R,« [A + ay, - Bi’.VOj + BOfi', - i* JAl, 
+ [6, + S,e,]/o, - (O/OjlD, (5.3) 


whtxe i', (w B, 6,p,) is the doBMMk mafke^ 
clearing rale that would pnviil in a com- 
pleiely closed economy and 1* (■ i', -r i,) is 
the uncovered intenst parity rale that would 
be observed in a completely open economy. 
The terms in parentheses In eq (3.3) idemi^ 
the four main determiaints of the stock (rf 
reserves at any given moment; (i) Shifts in 
the money demand function, (ii) Changes in 
the interest rate diffeiential weighted by the 
openness index, (ill) Extent of exchange rate 
depreciation, and (iv) Excessive absorption 
due to credit cretnlon. 

Considering that reserve changes are 
primarily governed by movements in the 
cuirenl accoutu as well as capital flows, the 
aboveequotiao helps toklentiiy the proximite 
sources of these two factors. In this context, 
the three key equations are; 

Z - X = A - Y (5.4) 

(X - Z) + 6F = 6R (5.5) 

60 = 6M (5.6) 

Eq (5.4) stales that an excess of domestic 
absorption (A), which is the sum of 
assumption plus investment, over income 
(Y) manifests itself in the form of an excess 
of imports (Z) over exports (X). Eq (S.S) is 
the BOP identity indicating that reserve 
changes (5R) are equal to the sum of the cur¬ 
rent account (X-Z) and the capital account 
(6F). Eq (5.6) is the monetary sector 
accounlingidentity which states that changes 
in (broad) money supply (6M) ate equal to 
changes in credit creation (6D) plus changes 
in reserves (01). Combining eqs (S.4)-(5.6) 
yields; 

(Y + SO-A»6M-6D (5.7) 

The above equation indicates that domestic 
absorption will exceed total resources 
available for domestic consumption and 


Table 4: Alteknative Collake Time Scenaskb 


D„= 12.0243 
y„= 12.0032 
e„= 2.5479 


M = l 

gsl 

9.1566 

9.0627 

0.0851 

a, =0.9798 
o, = 0.0319 

R = 7.7761 

II H 

-1.6067 

0.8327 


No 
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o 
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«o 


t* 

Month 

Year 

R.. 

1 

-0.2941 

0.9975 

0.8379 

0.0792 

0.1736 

3.79 

January 

1991 

3472 

2 

-0 2941 

0.9975 

0.8379 

0.0754 

0.2106 

3.72 

OeceniW 

1990 

3762 

3 

-0.2941 

0.9975 

0.8379 

0.0709 

0.2565 

361 

November 

1990 

4135 

4 

-0.3225 

10000 

0.8532 

0.0792 

0.1736 

3.82 

January 

1991 

3496 

5 

-0.3225 

1.0000 

0.8532 

0.0754 

0.2106 

3.74 

December 

1990 

3793 

6 

-0.3225 

1.0000 

0.8532 

0.07m 

0.2565 

3.63 

November 

1990 

4198 

7 

-0.1051 

0.9822 

0.8786 

0.0792 

0.1736 

3.67 

December 

1990 

3536 

8 

-O.IOSI 

0.9822 

0.8786 

0.0754 

02106 

3.59 

November 

1990 

3846 

9 

-O.IOSI 

09822 

0.8786 

0.0709 

0.2565 

3.48 

September 

1990 

4269 

10 

-0.3087 

1.0000 

1.0074 

0.0792 

0.1736 

3 70 

Dtttniber 

1990 

3747 

M 

-OJ087 

1.0000 

1.0074 

0.0754 

0.2106 

. 3.60 

November 

1990 

4126 

12 

-0.3087 

1.0000 

1.0074 

00709 

0.2565 

3.47 

Scpcvnibof 

1990 

4650 

13 

-0.5462 

1.0221 

1.3166 

0.0792 

0.1736 

3.71 

Dumber 

1990 

4305 

14 

-0.5462 

1.0221 

1.3166 

0.0754 

0.2106 

3.57 

October 

1990 

4883 

IS 

-0.5462 

1.0221 

1.3166 

0.0709 

0.2563 

3.39 

August 

1990 

5709 

16 

-0.2953 

1.0000 

1.1334 

0.0792 

0.1736 

3.70 

OeMraber 

1990 

3965 

17 

-0.2953 

1.0000 

1.1334 

0.07S4 

0.2106 

3.59 

Novendw 

1^90 

4419 

18 

-0.2933 

1.0000 

1.1334 

0.0709 

0.2565 

3.43 


1990 

5056 


/ 


(nvpMi^ by the uiuHtnt that 

domestic credit expution «D) exceeds the 
flow demand for (equal to the flow supply 
(d) money (SM). Thui cq (5.7) reveals that 
with the expression in parentheses as well 
as the flow demand for money fixed; any 
reduction In domestic credit creation will 
automatically improve the BOP, i e, increase 
reserves, by reducing the CAD via reduced 
absorptioallisthis logic that governseq (5.3) 
where the money demand function, the 
exchange rate u well as credit expansion are 
used as ptoximate determinants of the CAD. 

Capital flows 

Of late, the Indian economy has enjoyed 
large inflows of foreign capital that have 
considerably eased financing constraints. 
Despite their obvious benefits - increased 
efficiency and a better allocation of capital, 
including the associated transfers of 
technology - these inflows have aroused 
some concern because of their potential for 
destabilising the economy. The most serious 
risks are that they can fuel inflation and force 
the nominal exchange rate to appreciate to 
a level below the existing shadow floating 
rale which, as shown earlier, is the basi.s for 
most speculative attacks on the currency. 
Such an assault on the rupee which was 
witnessed briefly in August 1997 caught us 
completely unawares, forcing the RBI to 
.sacnfice almost S 1.2 billion in Jelence of 
the official parity. 

Faced with such ovciiieaiing possibilities 
in the wake of large capital inflows. Indian 
policy-makers will have to make dilficuil 
decisions on the magnitude, sequencing, and 
timingof appropriate responses. While these 
decisions will largely he made on the iMsis 
of our economic objectives, exchange rate 
regime and insiiiuiionai constraints, their 
effectiveness will depend upon identifying 
ihc causes and composition ot these inflows. 

in this context, by and large, the causes 
of capilal inflows can be grouped into two 
nuyur categories |Haque, Mathieson and 
Sharma 1997): an upward shift in the dome¬ 
stic money demand function, that is, an 
increase in money demanded for each interest 
rale level; and exiemul factors, such as falling 
tntenuuional interest rates. The first one is 
refeiredtoasihe 'puli' factor, and the second 
as the 'push' factor. 

Linder a managed float, such as the present 
Indian exchange rate system, ifcapital inflows 
are due primarily to a sustained increase in 
domestic money demand, they will not be 
inflationary. This implies a Haller yield curve 
reflecting the reduc^ inflationaty expecta¬ 
tions. But if they increase for other reasons, 
the accumulation of foreign exchange reser¬ 
ves will lead, in the absence of sterilisation, 
loexpansion of the monetary base, increased 
inflationaty pressures, s steeper yield curve, 
and dereri^ion of the exiemal position. 


In such ,a context, flnanclal indicaiors, 
especially asset prjoes (inchidiog interest 
rates, equity prim, real estate prices, and 
the yield curve), can help policy-makers to 
differenti ate between the two difTerent causes 
for capital inflows. Tabic S spells out how 
certain key financial indicators are likely to 
behave if csqiiud inflows are driven by a shift 
in the money diemaad function or attracted 
by a decrease in international interest rates. 

An upward shift in the money demand 
function, brought about primarily because 
of financial deregulation, is likely to drive 
down prices of domestic bonds, equities, and 
real estate, as asset holders reallwaie their 
portfolios. In contrast, when inflows are 
fuelled by lower uuematioiul interest rates, 
prices of real and financial assets will 
probably go up. 

Imerest rates, if nurket-detomined, can 
also be useful for deretmining the causes of 
capital inflows. Other things being equal, 
inflows driven by ‘puli' factors will be 
associated withupwatd pressure ondomestic 
nuinmal interest rates, while inflows due to 
'pu.sh' factors will tend to reduce interest 
rates. 

As of late, the yield curve .seems to be have 
flattened reflecting theeasingof inflationary 
expeclaliuns. This, coupled to falling inflauon 
rates a.s well as real estate prices, implies that 
there has been a definitive upward shift in 
the money demand function. However, (he 
fact remains that interest rates have also 
decreased considerably while equity pnees 
have, by and large, increased over the current 
financial year. This implies that the external 
'push’ roclurtlowinternaliunal interest rates) 
IS also operative. Thus, the behaviour of the 
flnajiciaJ imhcaiurs suggests that the current 
capital inflows arc being driven by both 
factors, al though itseemstobcprimariiydue 
to an upward shift in tlie money demand 
function, with falling inicrnaiitxial interest 
rates playing u secondary role. 

Thus, by including the parameters of flic 
money demamJ lunction as well a.s interest 
rate diflercntials.eq (.*>.3) incorporates both 
die factors responsihle for attracting capital 
inflows which, along with the proximate 
determinants of the CAD, jointly determine 
reserve accretion. 

Thi Shadow Floating Rxchanoe Rate 

Combining eqs (3.1), (.3.5) and (.*<.2) 
together yields: 

m, - 6„ - «,e. = A-Kxi -8e„-8©,6,e + BOe,. 
•t- - Bib', - BOi, (5.8) 

Substituting cq (.3.13) into cq (5.8) above 
and rc-wnting it in icmit of e, yields an 
expreuion analogous to eq (3.14), from 
which weean determine p,ar<d», in eq (3.11) 
following the methodology spelt out in 
Section III. Subsiituiing these solutions into 
eq (3 11) yields (he following modified 
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expression for the shadow flottingexdban^ 
rate in I icmi-open economy: 

e. - iiOB,o^ 

-f (flni' + Bao,M/S,)fS, (S.9) 

where: 

I. ;* (0/8,)D, + (0/6,)R, 

- |A + oty. + (5.10k 

It is thus seen th« the shadow floating 
exchange rate for a completely closed 
economy (e',) as well as a completely open 
economy (e*,) is obtained merely by setting 
Q s 0 Q w I, respectively, in eq (5.9). 
Doing so yields: 

r, = I. + l«e,-E Be,o,pj/8, (5,11 a) 

e", = r,-E |Bi‘, + 6 o,m«,|/ 8, (5.11b) 

Comparing eqs (3.1 la) and (S.I lb), we 
observe that, even if 6, s ]/5^ (uidikely 
because usually 6, < I an<i8, < I). wecouM 
still obtain e", > e',, because the nominal 
world interest rate (il usually exceeds the 
domestic real intercsi rate (6,/. This implies 
that the more open an economy, the higher 
is the prevailing shadow floating rate cturis 
panhus and the more prone it will be to a 
speculali VC attack. This is an impoitani caveat 
in the context of any move to increaK 
financiul openness 

VI 

ModeUing Hiiw^crict 
by Kalnuii Filters 

Sinctly speaking, the term Kalman filter 
refers to an estimation method commonly 
u.scd to estimate state-space models, rather 
than the model itselt [Rao 1987], As with 
manylimesenesnAthodsusedbyecononusts 
(such as ARIMA and VAR models), state- 
space models originatco in engineering 
[Kalman I960. Kalman and Bucy I96]]aad 
were imported into economics by 
Vishwakarma (1974). Chow tt975). Aoki 
(1976). and others. 

The Kalman filter model (KFM) consists 
of two parts: the transiiiun equation, which 
describes the evolution of a set of state 
vanables; and the measumneni ryp'***"*. 
which describes how the data actually 


TAUE .S. Causes of Cahtai. iNfuiwi and 
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observed are generated from the slate 
variables. The KFM is an updating method 
that bases the regression estimates for each 
time period on the estimates of the last period 
updtted by the data for the current period, 
i e, it bases estimates only on data up to and 
inchidingthe current peTM As it recursively 
updates the regression coefTicienti (as well 
as their variances), the Kalman filler can be 
viewedai a Bayesian method. Its importance 
in economics is partly due to its ability to 
model time-varying parameters (TVFs) and 
this makes it highly useful for investigating 
stnictural changes or constructing forecasts 
based only on historical data. 

The general form of the KFM comprises 
two equations: the measurement and 
transition equations. The measurement 
equation is given by; 

y(t) = X(l) B(t) + u(t). Var{u(t)J=R (6.1) 
The transition equation is given by: 

B(t) = T Wl-I) + v(t). Vaitv(t)]=Q (6.2) 

In the formulation above, y(t) is the 
dependent variable and there are n 
independent variables X(t). The measurement 
equation, eq (6.1), is an ordinary regression 
equation with time-varying parameters, B(t), 
while the transition equation, eq (6.2), defines 
the evolution of the parameters over time. 

If we have an estimate of B(t>l) and its 
covariance matrix £(t-1), then the updated 
estimate of B(t), given y(t) and X(t), is given 
by the following Kalman filler algorithm; 

S(t) = t2:(t-l)f+Q (6.3a) 

no - S(t) - K(t)X(t)S(i) (6.3b) 

Wt) » T B(t-I) + K(t) [y(t) 

- X(t-l)B(t-l)] (6.3c) 

Thus, the calculation of the Katnum filter 
estimators proceeds by forward recursions. 
In eq (6.3c), the one-step forecast. tB(t-l), 
is a strict update of the previously estimated 
value, whereas the best estimator involving 
current data, B(t), is a weighed average of 
the ooe-stq> forecast and the error that one 
makes in predicting y(t). The weighting 
morix, K(t), referred to as the Kalman gain, 
is given by: 

K(t) = S(t)X(t)1X(l)S<t)X(t)'+Rl' (6.4) 

where the covariances are updated using 
eqs (6.3a) and (6.3b). 

If a forecast is required, we need only to 
extend the forward recursions, eqs (6.3)- 
(6.4), into the futnre under the convention 
that K(t>i4)fort >Tin eqs (6.3b) and (6.3c). 

The Kdman filler and smoolheri recursions 
help in calculating the conditional 
expectations which are of intereit during 
forecasting. The ptoblem however is to 
develop cstinMon for the five unknown 
psmneters of the model, i e, B(0), £(0), R, 

T and Q, that are required to generate the 
tecuisions. 


In this context, the initial state vacter, 
SfO), was set equal to the initial nstinaates 
of the parameters obtained by using OLS 
over the relevant sample peri^ the Initial 
covariance matrix of the states, Z(0), was 
formed by using the conespondiog variances 
of the parameteii alongits priiKipal diagonal; 
and the variance of the measurement equation, 
R, was the aquae of the standard error of 
regression of the OLS equation. 

To obtain T and Q, we initially estimated 
the concerned equation in a recurrive manner, 
allowing the coeffleieMs B(t) to evitive as 
random walks (with a signal-to-noise ratio 
of 1) with B(0) being estimated from the first 
m dataobservations where m was the number 
of coefTicients in the equation; B(l) from the 
first m+l observaions, and so on. We then 
regressed the coefTideot values, B(t), on 
their corresponding lagged values, B(M), 
and the state transition marix (T) was formed 
by using these eaimated autoregressive 
parameters alongits principal diagonal; wW le 
the covariance marix of the transition 
equaion (Q) was formed by using the 
standard errors of each of th^ estimated 
coefficients along its principal diagonal. 

The reason as to why Kalman filtering is 
a natural way to model multivariate time 
series is that, unlike regression and 
cointegration techniques, Kalman filters are 
designed to work with nonstaionary daa 
because the filters produce distributions of 
the state variables tha are conditional on the 
previous realisation of the states. Pbr tha 
reason, nonstaionarity in itself presents no 
problem and ergodicity can be satisfied 
implying that the distribution of the 
coefiicienis have a meaningful interpreulion 
[Shumway 1988]. 

VU 

Empirkal Eatinwtioa 

Money Demand Function 

The money demand function wascalimaled 
using annua time-series data over the 
12’yea period 1986-87 to 1997-98. The 
time-varying parameter estimates for each 
ofthese yean were obtained using the Kaman 
filtering and smoothing recursion agtdthms 
discussed above. However, as the prediction 
of shadow floating exchange rates Vai 
confined only to the poit*U beraUatkn qlwBe, 
i c, 1991-98, we have repotted the time- 
varying parameter estimates of this equation 
only over thii period. 

The time-varying parameter estimates of 
the money deniaod function, eq (3.1), are 
provided in Table 6. 

It is thus seen that, since libendiiation, 
there has been a fai in the lemi-eiasticity 
of money demand with respect to the iniereit 
rate (B). Although the income datticity of 
money demand (a) haa atso bllea, this haa 
been offset by a compensating fall in the 


iiileroqti latin. AU tiiBM flMdts liavti led to 
annpwatoriiifttatheiBOiiqtdemiuiftancliQn 
- ddined as an inenaae in money demanded 
for each interest rate level - which could be 
respoosibie for the cuirait spurt in capital 
inflows. 

PlNANaAL OnNNEU ImnCBS 

As mentioned earlier, the empitich] 
esiimationoffinancialopeiinewindlccafor 
developing economies was first proposed by 
Edwards and Khan (1985) who post u la t ed 
that the actual domestic interest rate In an 
LDC could be expresied as ■ weighted 
average of the exiental (uncovered parity) 
tate and the domestic interest istetlut would 
prevail in a financially closed eooncmty. 

Haque and Montiet (1991) adapted the 
Edwatxb-Khan methodology end retaining 
the assumption that the domestic maritet- 
clearing interest rate is a stable weighted 
average of the autarky rate and uncovered 
parity, they were able to estimate the tide vant 
weights by substituting the exprestioo for 
the market-clearing rate into the mooey- 
demandfiinction and estimating the resulting 
non-linear function of observable variables. 
In such an estimation, the weight corres¬ 
ponding to the uncovered parity was 
interpreted as the financial opennets index, 
bounded beraven 0 and I, which indicates 
the degree of financial integration of the 
relevant country tvith the rest of the world. 

Eitimation difficulties notwithstanding, 
one main reason as to why such interest 
parity tests have not been widely applied to 
developing countries to dete^ne thqlr 
financial openness has been that, undre 
financial repression, puUished interest rates 


TAaLBh: Time-Vasv»n PASAscTea Estwatss 
OP Money Demand hMrnoH 


Year A 

a 

B 

1991-92 -2.9973 

1.2267 

-1.9421 

1992-93 -Z7851 

1.^3 

-1.2837 

1993-94 -1.9064 

1.1304 

-1.0368 

1994-95 -1.3046 

1.0796 

-0.8204 

1995-96 -1.1030 

1.0634 

-0.8597 

1996-97 -0.5986 

1.0210 

-0.6950 

1997-98* -0.4571 

1.0083 

-0.5363 

Sole: (*) Bared on a profecied 16 per ce« 

increase ia H;- 

a 6 per ccol real growth 

iiK aad a 5 per cent inflation IMS. 

Tabli 7: Estmatu or 

nNANOAL Omotass rey 

iNUAN Economy - 

Potl^LnOALBATION 

Pham (1991-98) 


Yew 



1991-92 

0.1906 

1992-93 

0.1560 

1993-94 

0.2599 

1994-95 

0.3033 

1995-96 

0.3295 

1996-97 

03618 

1997-98 

0A442 



for the fbrmil ftawcitl lyMem do not refer 
to aneu with marketKleiennined rate* of 
return andditaon mailcetKldainined interest 
rates in informal credit markets are rarely 
available. In such cases, Inferences about the 
extent to which maricet-clearing interest rates 
in the domestic financial system are aftected 
by world financial conditions become 
difficult to draw. 

As such, we employed the simpler method 
suggested by Reisen and Yeches (1993) for 
the determination of financial openness 
indices for semi-open countries in which 
both domestic and world influencc.s play a 
role. As proposed by Edwards and Khan 
(1985), their approach also assumes the 
existing domestic interest rate (i> to be a 
weighted average of the uncovered interest 
parity rate (i* e i' -i- i) and the domestic 
interest rate that would have prevailed in a 
completeiy closed economy (i' < 6,, * e,p), 
i e, 

i, = (l-fl)i’,+ ni*. Osn< 1 (7,1) 

With £i=0, external factors play no role 
in the determination of the domestic interest 
rate - this is only possible with the private 
capital account Mng effectively closed. If 
Qat I. the domestic interest rate is equal to 
iisuncoveredparity value and capital mobility 
is assumed to be perfect. 

Given these assumptions, the nnancial 
openness i ndex isderived using the following 
5-siep methodology: 

Step I: The money demand function is first 
estimated, i e. 

In (M‘/P), = A + ay, - Bi, (7,2) 
Siep 2: As,suniing cquDibnum in the money 
market, i e. (M^/P) * (M/P), an expression 
for the observed domestic interest rate is 
obtained from (he inverted money demand 
function, t e. 

i, = (A/a) + (oiAi)y,-(l/B)ln(MA»), (7,3) 
Step 3: The hypothmical money supply (M‘) 
thu would correspond to the hypothetical 
situation with a completely clos^ private 
capital account is then computed as follows: 

M- B M - SFp (7.4) 

1 c, actual money supply l M) less the portion 
of reserve flows accounted for by private 
captud movements (5Fp). 

Step 4: The hypothetical interest rate in such 
a completely closed economy (i ) is that 
which satisficsihcnioncy-markct equilibrium 
condiilun given by: 

In (M'/P) - In (MD/P) (7.5) 

Usiageq(7.3),ttisthuscomputedas follows; 

i', - (A«) + (Oi/0)y,-(l/B)ln(M/P), (7.6) 
Step S: Replacing this hypothetical closed 
economy interest rate in eq (7.1), we obtain; 

a - - CHi\ - i',) (7.7) 

The time-varying estimates of the money 
demand function (Tabic 6) were initially 
used loestimate the inverted money demand 
fimctiofl, eq (7,3). The hypothetical level of 
money supply (M') was estimated by 


deducting all private capital flows (SPp) - 
comprising foreign direct investment, 
portfolioinveatnmt.cotnincrcial borrowings 
and NRI deposits - from the actual level of 
money supply (M). The hypothetical inierest 
rate (!') was then obtain^ using eq (7.6). 
The Kalman filtcralgorithm was then applied 
to eq (7.7) to compute the time varying 
estimates of the rinanctal openness index 
(Q,) over the post-liberalisation phase. The 
results are provided in Table 7. 

In Older to evaluate the reliability of the.<ie 
indices, we thail compare them with an 
independent estimateob^ned forthe Indian 
economy for an earlier period by Haque and 
Momiel (1991) who adapted the Edwards 
and Khan (1985) methodology to allow 
testingof uncovered interest parity. Toobtain 
a proper perspective. Table 8 provides thu 
estimate, along with estimates forcight other 
Asian countries during the period 1969-87. 

In two of the nine cases reported above 
(Indonesia and Singapore), the estimated 
financial openness index could not be 
statistically distinguished from unity. For 
SIX countries in the sample (Korea, Malaysia, 
Philippines. Sri Lanka, Taiwan and 
Thailand), an intermediate degree of financi al 
integration prevailed during this period. The 
financial autarky value of zero failed to be 
rejected in only one case {that of India). 
implying that thore was very little integration 
between Indian and external financial markets 
during this period. The fact thatourestimated 
openness index of O.ISI for 1991-92 is in 
the neighbourhood of 0.158 for 1970-90 
implies that our benchmark estimates ot 
financial openness for ihc Indian economy 
over the post-liberalisation phase are 
sufficienily reliable to be used. 

It is thus seen that after the doubling of 
the financial openness index from 0.IS in 
1991-92 (o 0.30 in I994-9S, there was a 
considerable slowdown thereafter tor the 
next two years. However, going by the latest 
available indicators, it seems that the 
momentum has picked up again what with 
the financial openness index projected to 
increase by almost 25 per cent in 1997-98. 

Thisbringsustothcall-impoitam question 
as to the optimal extent of financial inte¬ 
gration; shouldwetrylomaximisethefinan- 
ciiiupennessindexTTheanswcrisaqualiflcd 
“No". This is not based on ideological or 
political compulsions but on macro-economic 
theory, in particular, the Mundell-Fleming 
models which clearly showed that under 


perfect capital mobility and fixed exchange 
r«es, monetary policy would be ineffective. 
Although the Bretton Woods system, and 
the associated concept of fixed exchange 
rates, collapsed in the early )970s, the vast 
majority of couniriesinthe developing world 
have not yet abandoned the policy of 
determining an official exchange rate for 
their currencies. The resulting ‘stickiness’ 
in their exchange rates, coupled with their 
increasing financial integration, has resulted 
i n a considerable loss of monetary autonomy. 

This has led lesearchets to compute the 
so-called ‘offset coefficient' that relates 
changes in tlK slock of domestic assets of 
the central bank to changes in reserve flows. 
Under perfect capital mobility and fixed 
exchange rales, (his coefficient takes a value 
of-I, since any expansion of the domestic 
assets of the central bank will give rite to 
an offsetting capital outflow, leaving the 
slock of money unchanged and implying a 
complete loss of monetary autonomy 
[Kreinin and Officer 1978]. 

Thus, a separate strand of investigation of 
ihe capital mobility issue in LOCs has 
attempted to test for this loss of monetary 
autonomy. The estimates for Malaysia 
[Smaghi I982|: as well as for Colombia 
[Rennhack and Mondino! 988) suggest high 
offset to monetary policy through reserve 
flows. Rao and Singht l99S),usiagainerged 
Fund-Bank framework for the Indian 
economy, found that, during the poat- 
liberalisatinn period 1991-95. although 
capital mobility increased substantially, the 
olTsel coefficient was fairly low and monetary 
autonomy was reuuned even tn the long run. 
The estimated offset coefTictenis for theae 
three countries, along with their capiul 
mobility parameters and existing exchange 
rate arrangcmenis are provided in Table 9. 

Table 9 has very important implieatiana 
for maintaining some scope for independett 
monetary policy. If full financial integrarioo 
IS indeed the uliimaie objective, then we 
should be prepared to give up the pneieas 
system of a managed fkwing exchange rme 

TsaiE 4- CsriTAL Moaitirv, Exoim«]s Rais 

AaRANCCMEKT ANO OreSET 

Country Capilal CMTsei Co- Exchange Rate 
Mobility efficicM AnangeaMM 

Coiombia 0.84U -0.40 Crawling peg 

Malaysia 0 9.^8 -0.70 Minafritfhmiag 

India 0.444 -0.17 Mani«edflateh^ 


Taiu X: EsnMATss or Finamsai OrMness Index fok Cfxtain 
Asian DEvtumNit CocNimrs (1970-90) 


Country 

EsiinuHc 

CoMUry 

Estimile 

Counay 

EtUawie 

• < 

India 

0 IKK 

Malaysia 

0.6.18 

•Sri Lanka 

0.6M 


Indoneiia 

0.86.5 

Philippi nei 

0.577 

Taiuran 

0.1S3 


Korea 

0.594 

Singapore 

1.00(1 

TbaihMd 

0.590 



Snare*; Haque and Munlicl (1991); Robinton ei al (1991); Reisen and Ytefens (1991). ' 



ui)d muvc ontii a markei-dciermined fully 
Huxiblc exchangL rate system. If such a 
move is inadinis.sihlc in the ftireseeahle future, 
then we should limit the extent of financial 
integration because preliminary results 
indicate that the ofiset cocffictrm tends to 
rise rather rapidly alterthc financial openness 
index crosses a threshold level of about fl.8S. 

Money Sum v ano Minimum Rl.servi; 

Bound ENrR£s.sii)N.s 

As it is impossible to determine ex ante 
the minimum reserve btnind (R) which if 
reached would compel the RBI to withdraw 
from the foreign exchange market and allow 
the exchange rate to lloai freely, it was 
decided to rcpiatx; this by an alternative 
measure. 

ronsidenng that the actual .stock of nnerves 
(R) is equal to the sum of the minimum 
reserve bound (R) and excess re.scrves (R *), 
i c, tho.se reserves which, being in excess 
of the minimum requirements, can be 
committed by the RBI in defence of the 
official parity, we decided to split up R, as 
follows: 

R, = It,R - t,R* I f7.8) 

which is the log-linear approximation of the 
identity defining the minimum reserve bound 
as the difference between the actual level of 
reserves and excess reserves. The imptmant 
aspect ol the above definitional change is 
that, by substituting eq (7.8) into cq (5.9). 
the shadow floating exchange rate is seen 
to be negatively related to excess reserves, 
implying that the higher the excess reserves 
at the disposal of the RBI. the lower would 
be the shadow floating exchange rate, and 
therefore lower would be the possibility of 
a speculative assault on the currency. 

In the context ol the actual determination 
of excess reserves, some guidelines can be 
obtained on t he basis of the nxommendatioas 
made by the Committee on Capital Account 
Convertibility for evaluating the adequacy 
of foreign exchange reserves as a prelude 
to full convertibility on the capital account 
of the BOP.* Based upon these, we were able 
to determine the excess reserve component 
of the actual reserve slock and thereby 
estimate the limc-varying parameters of 
eq (7.8) above. These, along with (he time- 
varying parameters of the money supply 
function, cq (3.2). are provided in Tabic 10. 
Both these equations were estimated using 
data over the seven-year penod 1991-98 in 
conjunction with the Kalman filtering 
algorithm. 

Pi.wiiAsiNi: Power pAWfv and Fisher 
Eoi'atkxns 

The purchasing power parity equation, 
eq(3.S), and (he Fisher ‘tio.scd economy' 
equation, cq (3.6). were also estimated using 
data over the seven-year period 1991 -98 via 
the Kalman tllleniig algorithm. The time- 


varying parameter estimates of these two 
equations are provided in Table 11. 

Shadow Fi.OATiNfi Excuxuat Rates 

Substituting eqs (5.10) and (7.8) into 
cq (.5.9) yields the following final expression 
for the shadow floating exchange rate: 

e, = (0/5, )D. + (o/5,)[t,R, - t,R*,) 

- |A + ay, + 5„V6, 

+ lBe„ -s 6e,o,pV5, 

- -s 6 tJ, 0 ,o,p)/ 8 , 

+ |Bi2,i' + MJI,a,g/8,)/6, (7.9) 

Usingeq (7.9). along with the time-varying 
parameter estimates provided in Tables 6, 
7, 10 and 11, supplemented with the actual 
estimates of domestic credit (D). reserves 
(R), real output ty). domc-stic credit growth 
(p) and the l.i BOR (i'), as well as the derived 
c.st i mates of cxceas reserves (R *), we obtai ned 
the shadow floating exchange rales over the 
period 1991-98. These, as wcllastheexisiing 
ufrictal parity (defined as the average 
exchange rate over the financial year) are 
provided in Tabic 12. along with brief 
comments on each of the.se episodes. 

The results indicate that the model 
accurately predicts the shadow exchange 
rotes over the post-liberalisation era. Apart 
from the initial .speculative attack in 1990-91 
which culminated in the devaluation of 

1991-92, in the other two instances, i c. 

1995-% and 1997-98, when the shadow 
exchange rate exceeded the official parity, 
there was cxiremc turbulence in the foreign 
exchange market leading to a depreciation 
ol the nominal exchange rate. Interestingly 
enough, even m 1992-93 when a dual 
exchange rale system was introduced on an 
experimental basis - the so-called liberalised 
exchange rate management system (LERMS) 

- the shadow exchange rate was above the 
official rate. As such, this arrangement was 
unsustainable and the move to the market 
rate which was above the shadtrw exchange 
rate was inevitable. 

vm 

Conclusioiu 

This paper dealt with speculative attacks 
in foreign exchange markets and balance of 
payments crises - phenomena that have 
occurred recently in many develqping 
countries that have been adopting (quasi-) 
fixed exchange rate regimes. iSe theoretical 
analysis shows that under perfect foresight 
about the policy rule pursued by the monetary 
authorities, an exchange rate regime shii) 
from a fixed to a floating rate will be preceded 
by a speculative attack on the currency. 
Moreover, the timing of such attacks is 
entirely predictable because intertemporal 
arbitrage would ensure that the regime shift 
will occur smoothly. Its timing depends on 
the slock of foreign exchange reserves which 
the central bank is willing to commit in the 


defence of the ofndal parity, as well u the 
critical level of reserves that triggers the 
abandonment of the declared parity. 

The basic theoretical framework was 
empirically applied in the Indian context tc 
ascertain whether the speculative attack or 
the Indian rupee which commenced in 
September 1990 could have been predicted. 
The results indicated that the model was 
remarkably robust and was able to predia 
the collapse time fairly accurately across a 
wide range of parameter values. The extended 
model, estimated using the latest available 
daiadndusiveof financial openness indioes), 
i ndicates that the (a vetage) shado wexchange 
rate for 1997-98 is Rs 36.31 per US dollar. 
Considering that the average exchange rate 
for the first .seven months of 1997-98 hat 
been about Rs 36.08 per US dollar, it implie) 
that the exchange rate could depreciate to 
about Rs 36.64 per US dollar by the end of 
the current financial year. 

In this context, it needs to be noted that 
countries in the South East Asian region - 
long considered the paradigm of economic 
efficiency - have witnessed a run on their 
currencies of late, with Thailand being the 
first victim. The mismanagement of exchange 
rates, led in a current account deficit of K.7 
per cent of GDP - the highest in the world 
in 1996-andprovokedasericsufspeculative 
attacks un the Thai baht in June 1997. So 
powerful were these attacks that the central 
bank, after losing more than $ 15 billion in 
defence of the parity, was forced to float 
the baht on July 2, 1997. With the country 
practically bankrupt and a good part of the 

Table 10 Time-Varying Estimates of Money 
S un-i.Y ANU Minimum Reserve Bcrinu 
E xrRESSKINS 

Year O, Oj T, t, 

1991- 92 0.976.5 O.OT.Sh 1.825.5 -0.979) 

1992- 9.3 0 9765 0 0.3.56 1 82,55 -0 9791 

1993- 94 0.9565 0 0619 2 2806 -1.4542 

1994- 95 0.9540 0.0652 2.0839 -1.2487 

1995- 96 0.9559 0.0626 2 6821 -1.8639 

1996- 97 0 9.5.57 0.0628 2 7854 -1.9705 

1997- 98* 0.9.547 0.0641 2.8913 -2.0794 


Y»re.' (*) Based on a projected 16 per cent 
increase in M,, a IS per cent increaK in 
dumeiiic credit and a 30 per cent increase 
in foreign eschange reserves over the 
current flnancial year. 

Tasle II: Tme-Varvinc Parameter Estisiates 

OF PuRCHASlNn POWER PARITY ANO FBHBR 
Equahons 

Year 5 , e„ e, 

1991- 92 -0.1988 0.3597 0.0958 0.1756 

1992- 93 -0.1988 0.3597 0.0958 0.17.56 

1993- 94 -0.8453 0.5606 0.0889 0.2199 

1994- 95 -1.4942 0.7623 0.0825 0.2608 

199.5-96 -2.125.3 0.95.38 0.0976 O.l.TII 

1996- 97 -2.5317 1.07.58 0.101.3 0.0978 

1997- 98 -3.0227 1.2219 0.0969 0.1.398 



baakiogiystnnihreateidngtocollapie under 
the weight of bad debts - much along the 
lines of the crises in Argentina and Chile in 
the 1980s, Thailand has secured loans in 
excess of S 17 billion, making it the second 
largest financial rescue package in history 
after the $ 50 billion bail-out arranged for 
Mexico by the IMF in 1995. 

The contagion next spread to the 
Philippines which caved in to speculative 
attacks and effectively devalued the peso on 
July II, 1997, thus becoming the second 
Asian country to succumb to currency 
speculators in lois than two weeks. As matters 
currently stand, the Asian currency regime, 
heavily dependent upon links to the US 
dollar, is in tatters and. between July I and 
October 8, the four major currencies of the 
region ~ Malaysian ringgit, Indonesian 
rupiah, Philippines' peso and Thai baht - 
have fallen by 21 per cent, 34 per tent. 26 
per cent, and 29 per cent against the US 
dollar, respectively. Even the Hong Kong 
dollar is tell to he vulnerable to speculative 
assault, despite the willingness of China to 
commit US $ SO billion to defend the 
currency. 

These recent dcvelopmeni.s contain 
important lessons for India which has been 
trying to emulate the growth records of the 
South East Asian ‘tigers'. The first, and 
perhaps most important, is that any hasty 
move towards capital account convertibility 
needs to be avoided at all costs. Thailand, 
tor example, had budgetary surpluses in 
recent yean and. until iheaituck, a huge level 
of foreign exchange leservcs. thereby more 
than fulfilling two of the major conditions 


laid down, in the Indian context, by the Com¬ 
mittee on Capital Accuum Convntibiliiy. 
Moreover, Malaysia, Indonesia, Philippines 
and Thailand, having opened themselves to 
international capital flows, had been enjoying 
high growth with a single-digit inflation for 
the past several years until they were hit by 
the currency meltdown. However, all these 
have, in retrospect, proved to be woefully 
inadequate to prevent the erosion of creditor 
confidence in all these countries which led 
to the speculative attacks on their currencies. 
While the immediate trigger may have been 
the misalignment of exchange rates, the real 
reason seems to be inconsistent macro¬ 
economic policies which have cither been 
unable to keep pace with the rapid i ntegration 
of the domestic economy with the world 
financial markets or inadequate to handle the 
incieasing flow of capital, especially highly 
volatile private flows. Second, financial 
.sector reforms and increased access to inter¬ 
national markets have exposed the dumestic 
flnancial system to greater risk. As such, full 
financial liberalisation could be disastrous 
in the absence of effective regulatory systems 
which alone can ensure that a flight of foreign 
capital does not eventually culminate in an 
exchange regime collapse. 

Finally, it needs to be noted that the 
Committee on Capital Account Conveitihilit) 
hastocusedattemiononanainingsusiai nabic 
current account deficits as a prelude to full 
capital account convertibility. However, the 
most recent evidence gathered in thi.s regard 
by Kaminsky. Li/ondo and Reinhart (1997) 
clearly suggests that one of the leading 
I ndicalors of a currency crisis is a detenorai ion 


Tabi r 12 Otiv'iAi Paxity and Siiaixiw Fuiatinc. Exthant.e Rates - 
PllXT Lll1fRAUSATK)N PHASI: ( 1991-VRt 


Year 

Official Panty 
(OP) 

Shallow Floating 
Exchange Rate 
(SER) 

Coiiimenu 

1990-91 

I7,% 

18 44 

SER exceeds OP Speculalivc attack 
leads lo unsuslainabic reserve deplelion 

1991-92 

24 47 

22 68 

Oevalualian in July 1991 OP exceeds 
.SER. Susiainahle. 

1992-93 

23 89 
(uffiLTal) 

.30.65 

(Market) 

27 71 

SER exceeds official rate hui is below ihc 
moikci rale. LERMS beeumes 
untusiainabfe. 

1993-94 

31 37 

28.35 

OP exceeds SER Susioinuble. 

1994-9!5 

31.40 

31.41 

OP just about equals .SER Brief volatiliiy 
in foreign exchange mariet in February 

199.3 after 1 B-monlh near absolute slahilily 
in ihc exchange role. 

199.3-96 

33 45 

.U06 

SER finally ovenakes OP Exiieme 
lurbulcncc in ihe ibreign exchange 
market Ui the second half of 199.S-96 causes 
rupee to depreciate by 8 perceni between 
August 1993 and March 1996. 

I9%.97 

3 3..30 

33 23 

OP exceeds SER Sustainable. 

1997-98 

36.08 

.36.31 

SER IS once ogam above OP. Bnef 
speculative alUick wilnesscd in 

August 1997. RBI loses $ 1.2 billion in 
defending the parity. Exchange rue may 
depreciate furtherover the year to Rs .36.64. 


of the tilde balance (and not the cunem 
account balance which, contrary to 
expcctiuions, does not lecei ve much suoisucal 
support as being a useful indicator of a 
crisis). In this context, it is indeed a matter 
of grave concern that the Indian trade deficit 
in 1996-97 increased to $ 12.4 billion (as 
against $ 11.4 billion in 1995-96) because 
this could be sending out the wrong signals 
to currency speculators. 

In conclusion, both the literature as well 
as the ev idence on speculati ve attacks provide 
important lessons for managing an exchange 
rate regime. Balance of payments crises, 
rather than being ex(>genous shocks, could 
well be the equilibrium outcome ot 
maximising behaviour by rational agents 
faced with a fundamental iiKonsistency 
between monetary and exchange rate 
policies, in the periods preceding acollapse, 
speculative attacks can occur repeatedly 
reflecting increasing conlidence in the 
inability of the central bank to defend the 
parity Temporary measures such as foreign 
borrowing will be unable lo prevent a 
crisis unless a consistent - and sustainable 
- macro-economic policy mix is adopted. 
The longer the delay in bnngtng about such 
consi.uency between monetary, fiscal and 
exchange rate policies, i ne higher will be the 
potential costs of an eventual a^ustmeni 
when ultimately faced with the incviiahle 
Tcg'me collapse. 


Notes 

1 Although the (^anmy Theory of Money 
(QTM) may be more suiubtc than the 
Purchasing Pivu.rPanlyiPPP) theory in order 
tp Jclemiuk.- the rate of infladon in die ladiM 
ronlexl. it needs lo hr note J that once eqtuxioo 
(T 1 1 has been specified, model cloure can not 
take place s la the QTM. The QTM states that 
Ihc indaiion mie isapprosimaiel) eqnaliadte 
money grpwih rale less ihc ptoducl of the 
in,'ninc elasticity of money demand Ibnes tea) 
output gnmth rate In lerms of the notation 
used in our model, this iiapiies 

p, - m, - of, 

Houever, suhsiiiuung equations (3.2). (3.3) 
amt (3.l()i into the aboxe equalton. and 
assuming lhal y, •> g. as we have dwie. yields 

r, = 

which, in faci. is ihc PPP, given by eqnaiwn 
(3 5) Thus, withiniheframewotiutourimdel, 
the PPP can be viewed as a irdoccd {atm 
leprescmaiion of the QTM. 

2 Ml the cquaiwms were estimated using 4he 
Kalman filtering and smnoihing atgonthma 
Isee .Sccuon VI). Wehave pros ided. inTaMe 3, 
only the final Kitman smooiher csii—tors 
of each equaiioa for I99i)-Vl 

3 If the esiimalor for VO is lo he based an iH 
the data. y(l), tat, ...T. wr need ihr Kalman 
smooihex e unmatof s ThcscsmoMhavdcMnai 
b) 8'(i), con be dcieloped by saccciiiv«{y 
saving the fbUosving back ward iveutsMtK {gr 
^T.T-1. .1; 

B»(T-l)«fcT ll + i(l-i)|8<Tt-tBfr-l)| 


- ..I su^io NAwMssher IS. 1997 
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- whewihcftT)’:. are the original Kalman filler 
estiinaiors and where the weighting matrix ii 
given hy: 

J(t-I) = Kl-l)f(S<i-l)J ' 

4 One uF the guidelines suggested by the 
Committee on Capitol Account Convertibility 
forevoluatingtheadequacy of fureignexchinge 
reserves is that it should not be less than six 
months of imports hy 1999-2000, which is 
the recommended deadline for full capital 
account convert ibility. As the slock of reserves 
m 1990-91 was equal to about l.l months of 
imports, we projected the minimum bound of 
reserves in tenns of months of import cover, 
starting frum an iniital level of one month in 
1990-91 and ending with a final level of six 
months in 1999-2000. These projcctioius of the 
desired level of import cover (in months) were 
then multiplied by the ncliial monthly level 
of imports in the previous year to determine 
the muiimuin reserve bound for each year. The 
diffea'nce between actual reserves and this 
minimum reserve bound was assumed to be 
equal to excess reserves which would be at 
the disposal of the RBI for the defence of the 
official portly 
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Bodies Called Women 

Some Thoughts On Gender, Ethnicity and Nation 

CSLaluhmi 

A notion of a definttl, unalterable, definite essence operates strongly in constructing women's lives and in women 
constructing themselves. Attempts are made to write this notion of unbroken tradition on the body of the woman 
so as to perceive women as carriers of authentic cultural or national identity and guarantors of its purity. This 
article, with particular reference to participation of women in the national politics and the Self-Respect Movement 
in Tamil Nadu, elaborates on how women's functioning in the outside world of politics is justified as a continuation 
of her historical and cultural role at home. 


A FAMOUS team of Tamil artists (N S 
Ktishnan and T A Madhuram) went as a part 
of a cultural delegation to Moscow in 1951. 
An item they presented was a popular song 
from a Tamil Him. The song is about the 
attributes of a good woman.' It went thus: 

A good woman, a very good woman 
Is she who maintains the culture 
of the mother-ccHintry... 

It went on to elaborate other details. 

At the crack of dawn when the ciKk crows. 
(She) must bathe and wash hci sarce dean: 
Mum go to school every day 
She who has good habits and 
also reads books - she is (A good woman, 
a very good woman) 

Wtiile helping mother 
Mum learn to cook; 

Mum light the oven and 
sweep and clean ‘bending the waist'; 
Mum follow every day 
the wise counsel of father; 

One who combines 

Timidity, bashfulness.^ 

implicit acceptance and 

physical sensibility - 

Sheis(Agoudwontan.avcrygu(xlwoman .) 

The song got into specifics in the next 
paragraph with a set ofdon' is. “Never praise 
the parental home in the house you enter (a,s 
a daughter-in-law); don't fight with your 
husband unnecessarily; don’t look down 
upon anyone; one who is not swayed by 
prosperity, she is - a good woman, a very 
good woman...", the song declared. 

Additional attributes were knowing how 
to do the kolants at the enuance of the house 
and knowing how to sing folk-songs of 
wisdom. Whatever the odds, a woman must 
guard her honour. The dear one who looks 
after the husband's welfare every day. she 
IS - a good woman, a very good woman, 
the tong affirmed at the end. For at least a 
decade this particular song was popular in 
Tamil Nadu. Throughout my school years 
which lasted till I960, liiile girls used to 
dance fortius song at gatherings. The memory 
of putting on a benign expression to portray 
a ‘good woman' still lingers. 

‘nw song contains many notions. Coming 

four years alter iodepcmlence it puts many 
* 


things in perspective The order of the song 
al.so indicates an attempt to reorder women’s 
lives. Education and nurturing the culture of 
the mother-country ore given top pnonty. 
Then come the talents that arc supposed to 
be womanly. This stanza following the first 
one on education is very expressive. There 
was a general fear that the educated woman 
was becoming 'unwomanly' and not doing 
enough domestic work which needed 
physical straining. Thai is why the advice 
to sweep and clean and ‘bend the waist'. The 
last two stanzas, in fact, indicate that the 
‘national-culture' is to be picserved not in 
terms of political initiatives, but by being 
‘proper’ women. The advice on how to 
behave in the marital household clinches the 
entire issue. The nurturing of the 'national 
cullure' has to be done by building proper 
homes, u task considered essentially that of 
a woman. 

That the sung is a reflection of the limes 
is to state the obvious. What the song'al.so 
IS. is a carrier of certain assumptions made 
over the years about women. The song is 
alsuan indicalorthal certain allribulcs change 
with the times. In the song itself arc .some 
altered ideas. For example, the stmg talks 
of girls going to school. Referring to 
education inschool fora girl.although school 
education was quite widespread by this tune, 
carries with it memories ot the light for 
female education which the social rclormcrs 
and the nationalists had taken up. It is also 
an echo of Bharati. the great poet, who had 
sung about 'studies first thing in the morning 
and then music to melt the heart' in his song 
for little girls. Education for women was also 
something that all the enlightened thinkers 
ot ihcTamil-speaking region fought fur with 
a crusading .spirit. What kind of education 
they wantid women to have is another mailer 
altogether. 

The song also refers to the cullure of the 
‘mothcr-cwintry’.Thccultuicofthe 'mother- 
country' as a concept to be examined 
scpamlcly had figured in women's lives only 
in the last few decades. Although culiuiv- 
preservation was considered a woman's 
respunslhiliiy always, hoc it is linked with 
patriotism and becomes one of the qualities 


of a 'good' woman. It was not a ‘womanly’ 
quality earlier. Among the lalcnisof a woman, 
the song adds the talent to sing. Singing was 
not considered the talent of a 'gixKi' woman 
a few decades ago. Only a particular 
community of women called 'devadasis' sang 
and danced. The song includes the talent to 
sing as one of the atuibuies. but qualifies 
It by saying it is the talent to sing folk songs. 

The Song tries to suiy close to some 
'spccilics'. These ‘specifics’ apply to a 
woman whatever her age. That is why the 
song cun cover the period from girlhood to 
womanluHxi in one clean sweep as if it was 
all one age and one b< dy that has not been 
touched by time or history. The song makes 
It clear that while certain functions keep 
gelling altered accoiding to the times, there 
is a tendency to look upon certain thinp as 
'biLsic' to functioning as a woman. This 
'ha.sic' Ihingisieferrcdloas 'womanliness', 
‘woman'snature', 'woman's instincts'.etc. 
While what constitutes this can change in 
dificrcni periods, there is generally a feding 
that when evcrvihing is peeled off. there is 
a certain cure, an essence that a woman is 
bom with. This essence is considered the 
'real' woman and it is said to runtain ‘truths' 
about woman. This notion ol a deiined. 
unalterable, definite 'hase’tabodyloperaies 
strongly in constructing women's lives and 
in women constructing themselves. In other 
words, tradition is not static, its content keep 
changing and it contains withia it e > em ea ts 
that oppose it. Its boundaries keep gcttiiig 
era.scd and rr-formed. Bui the 'notion' of m 
unbroken tradition isconstanl . And attcin|iU 
are made In wnic this notion of tradiboii on 
the body of the woman to dictate its 
movement, needs, attire, aspirmions and 
spheres of existence even while the body is 
nxvving along time, space and history. There 
attempts arc bom of a need to peroeive 
Women as those who auihenticaic a cuhunl 
or a national idemily and as guannion of 
the punty of this it^ity. Whether it is a 
sliuggic for nationhood oraculnml idemity, 
howa woman generates life, how dredmics, 
how she lives, what she reads - whM sire 

does with her bixiy - became the iMWtcMcill 

issues of debate.' 
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V'' Thai the nationalist project dichotomised 
the ciiiiural domain into insidc/oulsidc; the 


home and the world: with woman 
representing the home and the home 
becoming the very idciiiiiy of the nation, 
with the world becoming the space ofcstomal 
influenccs.poliiiisuod intrigue against which 
the home (the .spiritual domain) is to he 
protected, i.s one way ol looking at ii 
IChaiteijee |Q94:I |0 If). Bui what is more 
inleresling and imnien.sely more eoinplcx 
which we can glean from narratives anil 
writings of/on women, some of whicli wo 
shall .see here later. is ihul the two worlds, 
in everyday life and dealings, constantly run 
into each other blurring the hsiundanes. But 
the notion ol separateness is const.intly 
maintained All the acliviiies ol women had 
to be rendered feminine for them lo be 
accepted. The comments and dcsenpiion of 
the activities by others and by women 
themselves had lo infuse an intenor quality 
10 everyihing women did. In other words, 
thejustificatory efforts involved making the 
activities .seem a.sMx;iatcd with scletiive 
images and memories ol what was perceived 
as those belonging to the Icminine with its 
axis being the home. And in this priKcss. 
the outside world had often to become an 
extension of the home for wnmcn'.sjusii liable 
entry into it, And women’s functioning in 
the outside world hud somehow to he 
accommodated into a certain logic of what 
is termed feminine to make it seem like a 
continuation of her historical and cultural 
role. Such a notion ol separateness also 
created a mental image of women 'coming 
out’ for a spaific purpsvsc and then ’going 
back’ 10 where they really belonged. 

Such imagc-associations, made entry into 
the politics of the outside world lake place 
without really severing notional links with 
the home and qualities it denoted. It also 
made the outside world an extension of ihe 
familiar and familial .space with power- 
relations often based on familial terms of 
relationship with male leaders becoming 
fathers, elder brothers and younger brothers 
and women's participation in the politics of 
a movement or a struggle being patterned 
within these painarchal terms of rcferenec. 
While such familial terms ol reference to 
leaders apply also lo the male participants 
of a movement or .1 struggle, in the ca.se of 
the male members it serves the purpose of 
male-bonding of a eertain kind whereas in 
the case of the female participants it makes 
their participation be set in terms ol their 
being women. .Such efforts don’t seem to 
have ceased lor even in recent limes, an 
aggressive woman politician has to be seen 
ax a Durga or some goddesiT' or as Mother 
or A/nmaan IndiraGandhi was and Jayalalitha 
is. 

The purpose ol this article is to observe 
and attempt to understand the coniplicatcd 


process of baigaini, m^gou'aiions, benefits 
and punishments which form into a piMem 
of entry and withdrawal, protest and 
acceptance and complicity and resistance 
with regard to vntmen's position inaspccifa’ 
culture and it.s politics and iheirparticipation 
in the national politics with particular 
reference to Tamil Nadu. The idea is not to 
sec if women arc ’empowered’ or not or if 
the ’women's question' has been ’solved’. 
The method of determining what is 
' empowennent' is not an ca.sy one, if at all 
there is one. What empowers one can 
drsempower another. And what empowers 
at a given point of history can disempoux-r 
at a later period Also, who determines what 
is empowering is not devoid of polities. As 
It has been rightly observed: 

Frameworks arc embodied in practical 
strategies, taeii beliefs, detailed stories.. 1 
may feel empowered or disempowered, 
heroic, a victim or stoical, depending on the 
framework [Jivhn.son in Davis l'W4;186|. 
Nor IS there a simple ‘solution’. What is 
necessary and is possible is lo map Ihe web 
of patterns that constantly form like 

complicated trunsportnetworkscollidingand 

receding, running parallel and leading to 
dead-ends. Journeys ean be undertaken only 
with the help of maps. 


Tamil Chi.tlki., Tamil loiiNimr and 
Tamil Womln 


What is Tamil culture is not Mimcthing 
that can be dclincd. Any attempt at defining 
specific elements as constituting a culture 
can turn out to be a falsi ficaiion. Of late some 
Tamil diasporiiv abroad havcbcgunio wotKler 
what exactly is being relerred lo when one 

is talking of prcscrvingTamilcullure.'Even 

the most simple and fundamental element 
like u sarcc which is considered a Tamil 
attire, can be pul to doubt. Some research 
into attire has in fact, staled that what we 
now call the Tamil attire ix actually of Greek 
origin |Wale.A 1994;I2,t-24|. To get even 
more specific, Ihe Sungadi saree of Madurai 
has lor a long lime been an aspect of the 
Tamil weaving tradition. But it is actually 
the weavers from Saurashira who settled in 
Madurai many years ago, who brought with 
themihis weaving tradition. Recently aTamil 
scholar who believed in promoting the use 
ot pure Tamil words coined several Tamil 
words as allemalivcs to what was currently 
in usage. It lunicd out that the alternatives 
he had coined were not really pure Tamil 
words JRavi .Subramaniam 1994:6-9; G 
Kannan 1994:91. So when we talk of Tamil 
culture we are actually talking of .some 
elements like myths, symbols, proverbs, folk 
legends, epicx, literature, language 
conventions and some specific images that 
continue lo exist and dominate Ihe Tamil 
cultural memory. When we talk of Tamil 
identity, however, we arc actually talking 


about me poiiucs or emnee; mi mm uvHy: 
the politics of picking utd cfaooihif and 
perceiving some elements of tin culture in 
a certain way and transforming them into 
basic elements of an identity. Retention of 
certain elements in the culiiual memory as 
also (he politics of re.strictiiig the choice and 
perception of elements arc both open to 
control and manipulation based on varying 
power-relatioas through history. 

Women embody culture and participate in 
the politics of cultural identity through this 
.selective process. They can he united hy a 
language at one time or a region at anoilier 
time; at u given point caste cun be the major 
marking ol their identity and even though 
speaking the same language they cun stand 
divided on this ground. The politics they 
choose to participate in can similarly keep 
them apart even if their ideas of what 
constitutes a woman and whui needs to be 
done lor women are similar. But we .shall 
come to that later. 

Some strong im.iges have persisted in the 
Tamil memory regarding women. The point 
hereLsnot it thc.seimagc$havchccnoperative 
at all times. The point is that ihe images still 
remain in the memory of a culture. Some 
Uominani images exist to obscure and 
overshadow other images or other aspects 
of the same images that are not necessarily 
oppoMic, but which, if seen along with lhc.se 
images, would widen Ihe angle, giving more 
depth and perspective lo the images. When 
these images arc put in perspective, other 
elements contained in the images that have 
for all purtNsses been ignored, gel revealed. 

In this process one can read Ihe pauem m 
which choices arc exercised by a culture. 

Three dominant images that have become 
pan of Tamil language and literary 
conventions are that of Nallalhangal of the 
18ih centuiy folk-legend. Kanimgi of the 
epic Silai>iHidlukaram and the Purananuru 
mother who .sends the .son to Ihe batllcfield. 

The three images are not exclusive of one 
another. They merge into one another. Their 
qualities are si mi lor. But each image is evoked 
for different purposes at different times. The 
Nallalhangal story is one of the popular 
legends which has hcen handed down by 
oral-lradiiiun Irom 18th century onwards 
although It is available a.s a written text.'’ It 
is performed in the traditional strecl-thcaire 
ill performances losiingall through the night. 

It has been performed on the stage also in 
the early theatre perfomiances. Through this 
legend the well and the sulTering woman 

have become associated symbols in thel’amil 
region. The humiliated woman seeking death 

by jumping into a well with her childien is 
the most prominent imageufthc NallaUumgal 
legend. *11)6 nameofNaUathangal Isasymbol 
of the suffering woman.' I have suffered like 
Nallathangal' is a common way of talking. 
Nallalhangal is also a Ibriiini, a woman who 



gliiu monl Mength by adhering to a urict 
codeofconduct and who mainulns the purity 
of her marital itatiu. In the legend, she opens 
closed doors by swearing by the purity of 
her marital status. Nallathangal's misery is 
seen as a just punishment for her disobeying 
her husband and venturing out alone to go 
10 her brother’s place against her husband’s 
wishes. In the legend she rises I'rum the dead 
only to chide herself for her stupidity: 

Husband, my husband, one who rules the 
world. 

Not litlening to you made nic gullible: 

Disobeying your words. I goi cheaicd: 

My woman's wisdom has ruined me - 

The sky has Talicn on my head... 

InIhe legend her li I'c begins sodiffcrcnily. 
The legend begins with the information that 
the king who had no children lor a long time 
was bleihsed with a son and a daughter. Both 
the children are educated together. Both ol 
them learn to master archery, horse and 
elephant-riding and all other aspects ol 
education. Where docs this Nallathuiignl 
disappear in the course of the legend'.’ She 
is afraid to walk alone in the jungles and she 
tells her brother that she has never come out 
of the hiiu.se and ,si» cannot rccopin.se hi.s 
house. What the legend i.s loi'iisiiig on is Ihe 
fact (hat the husband's household is the only 
one where a woman can live honourably. 
Whatever one's capabilities, the quality ol 
a wife is lo obey her husband. Otherwise 
disaster awaits. Not even her Pattini qual ilics 
can help. This tronsfurmalnm of a girl riding 
elephants and horses with a knowledge ol 
archery and a gixid education niio a Paliini 
jumping into a well finding death a solution, 
i.s not the way Ihe legend has been seen 
generally. But what is remembered is the 
wailingNallalhangul who talks derogainrily 
about her ‘woman's wisdom' and the well 
as her chosen symbol of death. 

The great epic SilapiHidItikaraiti is said to 
contain the .seeds of Tamil culture. Kannagi 
of the epic IS al.so seeking ju.stice for a 
grievance. Her husband gels beheaded lor 
a theft he has not commuted It is royal 
injustice that Kannagi seeks to avenge. 
Kannagi is also a Pailini. Kannagi has hccome 
ihc symbol of not only the woman with 
nghtcuus anger hut also Ihe Pattini symbol 
The imageof the nghieous angerof a woman 
turning into tire to burn an entire city is an 
overwhelmingly powerful image. But it will 
he pertinent to raise a few questions. Where 
did Kannagi hide her anger all these days’’ 
When her wayward husband comes buck 
every time only to take one more of her 
jewels to be presented to Madhavi. his 
mistress, Kannagi's capacity to hum things 
to cinders is not exercised. One would 
imagine she would seek justice from Kovulan 
for his behaviour towards her. Even those 
involved in efforts to claim a Tamil identity 
did not want to deal with this aspect of the 


epic. Writfag an introduction to 
Kanmani^idwnaliiedvenionof the epic 
Annndurii uys that the epic is so brilliantly 
written that even though it is nut the right 
ihingihe readers bectune like Kannagi.piitiefli 
and with no rancour and accept Kovalan's 
reltf ionship with Madhavi t Annadura i (I Ito8) 
in Kaninanidhi 1994:3] But the jiatiencc 
and acceptance is only for this aspect of it. 
In his dramati sed version Karunanidhi makes 
some changes. Hechanges some of theevenis 
which seem ‘unreasonable and 
unexplainable'. What arc ihe.se events'.' One 
is Kovalan's relationship with Madhavi. In 
his dramatised version, Karunanidhi 
introduces the character of an old Greek 
businessman who wants to be the highest 
bidder for Madhavi. Kovalan saves her trom 
this laic because he docs not want a 'Tamil 
woman tobc in Ihc clulchc.s of a Greek man ' 
Although he saves her. Kovalan himscll 
docs not want to have any relationship with 
her. But Madhavi Is in love with him and 
insists that she would he only his Kannagi 
herself scnd.s him to Madhavi's house lo 
explain to her his position. Bin Kovalan gels 
involved with Madhavi overwhelmed hy her 
love lor him. In Ihc epic, Kovalan takes the 
jewels ol Kannagi to give them lo Madhavi 
But in Ihc dramatised version Madhavi's 
greedy family takes away his money without 
Madhavi's knowledge which she linally 
rciums to his family. In many places in the 
dramatised version Madhavi and Kannagi 
defend each other and thereby Kovalan and 
Ins behaviour. It is a.s if Kovalan has been 
pushed inioa .situation not of his choice. The 
most importiuit event of the epic is Kovulan 
taking a single ankid lor sale. 'Thai is also 
e.vpiamcd here with unemotional scene which 
adds lo Kovalan's cliaractei. Kovalan tells 
Kannagi that she should coniinue lo wear 
a single anklet for its sound will remind him 
csm.stanllyol his treatmeiitol her. Thejeweller 
in the epieis the villain who steals the anklet 
Hut Karunanidhi explains that this part ol 
Ihc epic has hurl those who belong to the 
jcwcller-caslc. So he changes this and makes 
one of the guards attached lo the palace (one 
docs not know which caste this guard 
belonged to) do the stealing {Karuiianidlii 
I9*M]. Kaniiugi's patience and total lack ol 
anger don't seem unrca.son.thJc enough to 
warrant any retelling. Because a Palliiii is 
all-endunng hy her very nature. More than 
anything else the good wife is one who 
knows how to wail - wait for love, wait to 
he needed, wail to be seen, wail to be 
recognised, wall to he accepted. The w ailing 
woman has been the dominant image ol 
songs, stories and anecdotes. It isihis wailing 
woman who holds convrrsaiioiis wiih i aged 
parrots at home talking of licr love tor her 
lord who tigures in many songs And in 
Tamil, the woman is, in many inslanccs. 
referred to as ihe parrot - 'as bcautitui as 


a pamM' la a conimriy made ktawSiK, 
about women. 'The wairin8.pa(iem. enliiM 
woman who it the nuiifli. 1* KOI at somcoiir 
bokling in check a reserve energy which she 
can unleash against anydne other than lier 
husband What is the yardstick formcasuring 
the level of Pallininets of various women 
and apportioning equivalent amount of 
reserve energy for purposes of unleashing 
is not clear and it has nut particul arly bothered 
many persons, h u> not unusual even in 
present times to link even the most trivial 
01 demands hy women to this Pattini .viaius. 
In a letter puhli.shcd in a popular journal, a 
woman wrote that men aie allowed entry 
into the ladies' compartment in Ihe local 
tram alter 7 pni and the kind ol situations 
tills leadsU). She wrote that the compartment 
gets very crowded and often women have 
to siund wlide men sii Some ol the men 
when requested lo vacaic Ihe .scats would 
rclorf. Do you think you have a superior 
moral character ’ Are you a Pattini'.’ When 
the women police im ihcir pant uniform) 
iriejin inicrvenc and lake care of ihc situation 
during one such lime one of ihc men told 
iheni: Go wear a sarcc first {Latha 
Ramiiknshnan I99i..^f)| And when 
particular women or a jxulicular type of 
w onx'n or a panic ul ar commu niiY IS subjected 
lo criticism II IS llw character of these women 
- then Paitim status or (he puiity of their 
bodies - thill IS pul (0 doubt' 

Tlic valiHousiihiinerot Puronanuru. whose 
uterus IS the 'lair o< tigers' and who sends 
her sons lo the haitlelieid and who swears 
she would cut oil her bieosiv that gave him 
suck I) she finds him dead iii ihe haitlefield 
wuuiulcd III Ihe hack, is aianhei domiium 
image. Whether these vjt ousmotncrshoie 
any daughters a ill and il so whether they 
gave ihembrcuM is a moot question. Valorous 
miiliicrs .ire assiK'ialcd only with vims and 
hallicfields These images stressing married 
life and niotherlHiod as Ihc only meaningful, 
virtuous one. apart Iroin slrossing home and 
nurturing, also jiciccivcd women only in 
rcl.ition lo a man Several clcmcnis contained 
in these im.igcs and the images themselves 
get invoked in many different cireumstanues 
and contexts In living then lives, Tamil 
women have not. at every step, paused (o 
weigh a ihouglii oi .tenon iii relation to the 
s alues Contained in iIksc images The ideab 
these linages coniain which arc consideiied 
“truths" of a culture arc not operative all the 
iiiiK'. But they arc not entirely foigotien 
ciIIkt They arcalsonoiidcntiliubicasbtndx 
or Weapons alw ays. OBcn they come guised 
as love, affection, warm advice, security, 
pngection. political philosophy and idigioit, 
.Mimciimcs Ihcir nature hidden ddrbenMedy 
but otien Ihcir nature not undentond. Even 
wlicn ilicir nature is cleariy perceived ihae 
are situational computstoRs thM malie 
acceptaiKc ncviiablc. 


mi 
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would be tempdng to sec women 
or as •‘ahaktis*’ with some 
i(OunJeailied power that is linked with certain 
^ apeciflc f unctinning of theirs - reproduction 
1 ^ wifehood. In one it is assumed that 
power is exercised over them by some other 
persons or foa-es. In the lUhcr, it is presumed 
that a highly volatile power is contained and 
turned benevolent - like damming a wild 
river. Bui tpal life does nut ofler such easy 
possibilities Women have been part of these 
formaiKins which have been building 
themselves like some aneicnl troop- 
fumiaUons changing consiandy. It isdifllcult 
10 see the women and the formations 
separately. Often you cannot tell them apart. 

It IS not possible to draw a perfect line of 
demarcation anmnd women and decide that 
after that line begin the formations. Reality 
and the formations are so closely linked that 
they come to be seen as the “nature" of 
women Insteadofa.separateforcccontrolling 
her from outside, elements of control become 
a part of her everyday life turning min little 
rituals, activities and gestures. But women 
have entered these formations and broken 
them, at times using whatever historical 
manipulations that arc possible Pormations 
have also closed in and surrounded the 
transgressor at times. What cannot be denied 
is that these formations exist like unused 
atomic weaponscnastanily ihencduring peace 
time. It IS part of the reality of peace. 

At variou.s points in history, many perstms, 
specially men, have chosen to tell u woman 
what it is to be a woman. These attempts 
have been done with kind notions of 
‘uplifting’ women, telling them how to make 
their life worthwhile. Such advice became 
so much a part of writing that many early 
dramas based on stones I'nini the Kiranas. 
contained several long speeches of advice 
to women. Often the advice was incongruous 
with the content of the drama itself - like 
tellingagirl logo loschool and study properly 
in a play on some Puranic characters!' - hut 
the act of giving advice to women was so 
much in keeping with what was being wntten 
for women that no one associated it with any 
specific penod or hisioncal time. Small 
books, pamphlets and notices kept coming 
into the market ex plaining codesofbehaviour 
for women, from the later decades of 19th 
century onwards. Some of thedosanddon'ts 
arc quite rigid and in terms of punishment 
extremely imaginative. From pundits to head 
constables, one subject on which everyone 
had something authoritative to say was 
women. The books begin to appear almo.st 
along with the irwreasing use of the pnnt 
media and they come from small (owns and 
small printing presses. The punishments .some 
of them elaborated for an unchaste woman 
or a disobedient wife range Irom suffenng 
from diseases like tuberculosis, leprosy and 
venereal diseases to being reborn as a dog 


or a pig. Some punishmcnls get a Hide more 

elaborate liketonguesheirigpulledand being 

held up by the breasts." It makes one shudder 
to think that maybe some man satiated after 
a good meal prepared by his wife, sat down 
and wrote out iho.se punishmcnii. 

A very well known poet whose poems 
have been papular from late 19th century 
onwards is Vcilanayakam Pillai. He was a 
Christian but his songs arc non- 
denominaiional."' lie wrote many songs on 
women's education, on qualities of women 
and on htiw to ire.ii women well. Some of 
hi s SI mi I ICS and metaphors are very expressive 
and make ii clear that certain specitic values 
and qualities are attributed to women. One 
ot his well known songs which was very 
poiHilar ai one time, is one where a woman 
tells her friend about relationship with 
husbands; 

Whether he beats or whether he scolds 
Can there he a support other than him? 
Even if he kill.s can one lose control over 
what tu speak? 

Can one live in a forest and be afraid of rain 
and thunder? 

The most striking factor in all these pieces 
of advice is the violation of the woman's 
body - turning it intoan animal's onnllicting 
violence upon it - and making it seem like 
a necessary part of a woman’s life. 

The Tamil woman is a combination of all 
these image.s While who exactly i.s a 
Dravidian/Tamilian was open to several 
iniurpremtions" there was no doubt about 
who a Tamil woman was. One |)erson who 
viKiferously tore this image apan was E V 
Ramasamy, or Fcriyar as he was known, 
who was the leader ol the Sell-Respect 
Movement. Like most social retormers of 
that period, Periyar also advocated widow- 
remamage and education for women. In 
addition he also insisted that rationality 
should be The guiding principle of life. He 
de-ntualised marriages and rejected symbols 
ol marriage for women. Many women who 
were in the Self-Respect Movement were 
convinced that religion that bound women, 
and men who enslave women have in he 
tackled before social reform can be taken up. 
Many of them were graxl speakers. In a 
meeting where women's freedom was the 
major lopa' only 100 women had cumc. 
There were, however, more than 2,00il men. 
Pointing this out, one of the most powerful 
speakers of the Self-Respect Movement. 
Neelavaihi, asked the male audience how 
much they thought they had progressed by 
enslaving women. She spoke again over a 
roar of protest. "What have you gaiDcd,” she 
asked, "except our enslavement'/" She added 
sarcastically Chat many Tamil pocm.s speak 
of the beauty of women's feet but have 
forgotten to meniion how to take care of 
these feel which are like flowers. She told 
the men to buy them slippers at least. She 


said (hat • woman muit be nbJe U) dw an 
umbrella. "They are piotection ngnlmt the 
rain," she said. “If your women hold it, 
nothing will happen to their chaUity," she 
saidbiiinglylKudi Arasu 19.^2: p9}.SIipper$ 
and umbrellas were not considered important 
for women probably because they were not 
expected to go out much. 

Dc.vpile Periyar's questioning of all 
traditional images of women and his 
questioning the very validityofniotherhood, 
in the literature in.spired by the movement 
and in the day-to-day functioning of the 
movement several elements found in these 
images gut invoked.'-' These elements gut 
woven into the language and functioning of 
the female and male partieipanis of the 
movement not intentionally countering or 
suppressing the ideology of a struggle fur 
self-respect hut existing along with it and 
runn ing paral Id to it and continuing to occupy 
the thinking of the participants. Thus the 
women who icMik part in the anti-Hindi 
agitation tigurcd in a calendar entitled 
‘Calendar Of Valorous Tamil Mothers Who 
Went to Jail Protesting against Hindi' 

[ VtJudalai 19.(91. And there were those who 
conceived women's education as something 
that must nut make her give up her feminine 
qualities or make her give up household 
chores [Kudi Noot 193fl; I .S). While acti vines 
of women in the movement i.s referred to 
along with a listing of their various political 
activities there is invariably a reference to 
their motherly nature [Iraiyan 1981 ). And 
womenwhoentcredthc movement and made 
ihcirovcrwhelming presence felt almost fade 
out in the later yctus getting into their own 
private activities. Tamaraikanni Ammal, a 
powerful speaker, as one of her many 
activities, formed a Mothers' Assudation in 
later years and wav very active in it until her 
death 11971 : 2 ]). Kamamridhathainmaiyar. 
a very active punicipant. withdrew into a 
self-imposed exile after 1949. Anentirc phase 
of the movement was dominauid by Sa Ra 
Kunnammal (Penyar's sister) but she does 
not assume major leadership roles later. And 
a note written on her elaborates her 
achievements and contributions which are 
formidable but also mentions that she was 
amotherofrarequaliiiesflraiyan 1981 : 174 |. 
And in a hook on iliosc who contributed to 
the movement, out of 167 persons listed 
there arc only seven women I Iraiyan 1981 ], 

It is not that these women cease to be 
supporters of the ideology of the movemcm 
but that after a phase of active physical 
panicipulion they let the movement its 
course. Hieyemer the movenK-nt with Penyar 
being considered the father (ihandhai) and 
Nagammal, his first wife, the moiher(aniwi). 
Their acti vities full within a patriarchal idium 
and Moniammai, Periyar's second wife, 
stayed very much within this idiom. The 
comnuimeiHurber leadership was to continue 
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.%lyir^s flfht and pnpagaie hit i<teu and 
when her contribution ii referred to, apart 
from all the activities she took part in, again, 
her motherly love and her humility is stressed 
[Iraiyan 1981:7], 

It It important loundersund thenaturcand 

method of women’s participation in this 
nmvement for unlike other movements that 
limed at amelioration. Periyor geared his 
novemeni to create a new woman. Thi.s new 
woman did not want any language, rituals 
IT customs to bind her. And yet this woman 
:hooies to not entirely abandon certain 
ecognised and accepted role-models which 
.'oluurs her participation in a certain way. 
iVhen despite such strong comniiimcni. other 
deas of what women were, continued to 
:xist and colour a movement, other 
novements which seek aTamit identity with 
losuchcnmmilmentto creating a new woman 
;hose nut to make women a matter ol any 
amtmversial debate. irPcriyarpnihlenauiscd 
he person ol the Tamil woman by dending 
ill epic and other niiHlcIs. ihe Dravida 
lunnelra Kazhagam. a breuk-uway group 
inim Periyar’s movemeni, and one with 
■olittcal ambitioasol capturing power wanted 
o cniical stands on this or any other issues 
'hich may weaken its political claims to 
Ktwer. The stand on atheism got watca*d 
own to one god. one caste idea of theology. 
Jo controversial stands were to he taken 
zith regard to the subject of women either, 
ks I have argued el sew here more elaborately, 
Lakshmi: 1990; I‘1941 the leaders ol Ihe 
iravida Muimctm Kazhagam wanted the 
zuman buck at home or back to values that 
manaicd from a certain concept of the home 
nd women's political purtieipution has 
ontinued inju-siify Itself on these terms. The 
'amil woman now held hcrsell and was held 
y her body, noiionally bound by ideas of 
hastily, wifehood and motherhood. 
Jcviations and rejections wcic absorbed and 
igilimised wtdiin Ihe houndarie.s of what 
/as generally believed to he Tamil culture. 

Pia.mcs la-Till Nation 

There were mgny women frmn ihcTamil- 
teaking region who were actively involved 
1 legislative reforms for women m the first 
alf of the century. .Some of them were al.so 
:1i VC participants in the.struggle turtreedom 
IT the Indian nMion. This group ol women 
'ho were adimrers of Gandhi and were 
tvolved in the sliuggic fur legislative reforms 
nd active parti^jpaiion in the struggle for 
tedom for the nation and the women 
aiticipants of lli^ Self-Respect Movement 
m'l seem toliave maintained any links, 
ne can poini^Mit several reasons lor this, 
he women in the Scit-Rcspect Moveiiamt 
'cre committed to Tamil as a language aitd 
unsidered themselves anti-easlc, anti-god 
id anti-rituals. The main targets of their 
Hack were the Hindi language and the 


bnhtnnidi wty of life which was bound 
by cenainideasof caste, rituals and symbols. 
11ie women activists who were fighting for 
legislativerefonns and the participants in the 
freedom movement, on the other hand, were 
working within the wider concept of nation 
and did not have the same ideological 
commitments. They were also against eastc- 
rigidities and as Candhians they were 
committed to harijan upliftmcni, widow- 
mmanriage and legiriati ve reforms for women 
and promoting swadeshi products specially 
khadar, but functioning within the wider 
arena of nation, they wem not committed to 
Tamil language in Ihe same way as the 
women in the Self-Respect Movement 
Thinking in terms of the nation, ihey were 
nui against Hindi cither. Persons like 
Margarel Cousins and Dorothy Jinurajudasa 
who had made the cau.se of ihc Indian women, 
specially in Madras, their own cause, were 
nut Tamilians in that sense ol the term. 
Margaret Cousins was a strong supponer of 
the freedom movement and even went lor 
iiteimihlialiihriis wlicn: women went around 
sarious areas in the mornings singing 
nalionalisi songs. Then there were 
Maharashtrian family women like Kumala 
Bai Ran and her daughters Krishna Bui Rao 
and Indira Bai Rao who were actively 
I n vol ved in the freedom movement act i vi i ies 
They had made Madras their home a long 
lime ago and Kamala Bai even wrote her 
short uuiubiogruphy inTumil."V/omcn like 
Kukmini Lakshmipothy, the first woman in 
Madras to go to Jail, and a stKial rolormcr 
and a iVeedum-f ^ghler. whose mother-tongue 
was Telugu. was again tunciioning in the 
larger arena ut nation. Although ihey were 
nut haters ol Tamil or anli-Tumil. they did 
not leave Ihe ground they were functioning 
in to participate in a struggle loi a language 
or an identity linked wilh a language and a 
region. Il is pos.sihle (hat although ai a 
humanitarian level Ihey werc commillcd lo 
light all forms oppression, easic and 
otherwise, an anti-god stand and atheism os 
an ideology may not have been very appealing 
to them. 

Many ofthe participants and sympathisers 
of activities at (he larger national lesel wrote 
literary Tamil and some of them even edited 
jiHirnats and were siauns'h Gandhians. The 
late writer Cugapriyai used to travel a lot 
giving talks on religion and Tamil liieraturc 
In laci, she said that love of nation, devotion 
to giKl and attachment lo language were pan 
of Ihc contents of her writing. She narrated 
an iiH'idem of how she was invited to speak 
by an iconoclaatic group who did not know 
her casie-idcniity. She said they were s]uiie 
surprised to sec a woman in a nine-yards 
sarcc get off the train' (Lakshmi I984'fi9- 
71 ]. While the love foi Tamil could have 
brought some of these women logether to 
share their ideas and debate issues, what 


probably pi a vemed tMi* was (tie fact riii 
some of diae womn were also living 
ritualised, caste-beiad rive* with a strong 
belief in god and the caste-system. As 
Gandhians they were coomnned to hanjan 
upliftinentiindbringingdignUyto Ihe harijan 
but that waa a position meant for the public 
space outside tlK home.'* And the br^umns 
among them reseted strongly snd 
unreasonably vehemently to the anti-god 
and anti-brahmin stand of the Self-Respect 
Movement.'’ From among thoK who fought 
for legislative reforms. Muthulaksbmi Reddi 
was the only oik who maintained close links 
with the leaders of the Seif-Respcct 
Movement, with Periyar especially, durmg 
her light for legislation to prevent dedication 
of minor girls to temples. From among those 
women who were active supporters of the 
ideology of the Self-Respect Movement, 
Ncclavathi Ammaiyar was the only one who 
went over to participate in the Ireedom 
movement. Thus although thcirbasic concept 
ut what constituted a woman was nui very 
diftercni they were working in iwodifleient 
'.phere.s ol politics. The women who were 
advocatinglegislativc relorms somcof whom 
were also active participants in the fight for 
trccdom. were functioning within the 
chaslKy-wifehood-molherho^ frame and 
ihcir participuiiun was aiso within what can 
be called a familial space with Gandhi 
assuming the rule of the father. The causes 
they fought tor wcic also lemncd causes that 
specially concerned them ns wimten. We 
will see how this coloured the nature of their 
parlicipaMon. and shaped the methods they 
employed 

In 1917.ES Montague, thechref secretary 
of India, came lo India to . xamine the daim 
fur Hume Rule. \t’hcn he v i sited Madras, the 
newspapers reported a stream of deputations 
going to him. Not a single deputalkm 
represented the voice of women. Margaret 
Cousins, the Irish Sulfragi.vi. who was in 
Madras, very much idemiricd with dre 
women's movement which was demandntg 
education and other facilities tor women. 
Having been a lieutenant of Pankhurst in the 
\'oies for Women Cause in England and 
Ireland, she fell that this psychological 
moment must be taken hold of by women 
lo further iheir cause. She coniacud 20 of 
India's best known women whom she hod 
met through ihc senate meettngs of Kane's 
Indian Women's University. She was able 
to organise the one and only women's 
JcpuiiUian for Indian reforms. Fourteen 
women wailed on the Viceroy and Montague 
in Madras pity with Sarojtm Naidu as their 
spokeswoman on December 18, l9l7.Their 
memorandum retpiestcd better and increaaoil 

facilities for education, improved hoahhand 

maternity services, and the same ttanchian 
rights as would be granted to men. nk 
deputation has since been referred m is 
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‘ votes fur women deputation'. Actually, when 
Mirparet Cousins icqucstod permission to 
meet Montague, the original draft of the 
memorandummentionedonly education and 
social reforms. But the secretory wrote back 
saying that deputations would be received 
only on political subjects. So the claim tor 
vote was added later on to make U possible 
to meet Montague [Cousins 1941:32-34], 
Although the deputation was all-India in 
character, it is a good event to remember for 
it is very representative of how women in 
the Madras pre.sidcncy felt about political 
subjects. 

Theentirc discussion for temalceducation 
had centred on the mother-woman 
concentrating solely on her maienul body 
and seIf.Twoqualitics that were built around 
thtsmatenial b^y were service and sacrillce. 
Activities that did not comprise these two 
qualities were considered unfeminine. Hven 
the great poet Bharati, whose later poems 
on women's freedom were said to have 
heralded the truly modem woman who 
‘walked erect with an unfaltering gaze’ did 
not feel that women needed political rights. 
He wrote in 1906 that women who want to 
give their children education and manliness 
will not bother about politics. He also added 
that women in England and America who 
were fighting for political rights were 
unmarried women who cuu Id not get married 
because of ugliness and other reasons 
[Viswanathan and Mani 1979:82-8.3). If 
women had any strong disagreement with 
that, it was not voiced. Even when they 
decided to move nut of home and choose 
a career, women had opted for service- 
oriented education like teaching, medicine 
and nursing. Women who dared to choose 
a non-service oriented education like law 
eitded up as failures. The first woman to pass 
the Barrister examinations in Madras 
presidency. Situ Devadoss. could never 
practice law for she had no clients. Another 
enthusiastic girl, Anandi Bai, who studied 
law in Madras pre.sidcncy, approached a 
famous brahmin lawyer to be his junior. The 
lawyer categoncally told her that he had 
never supported higher education for women 
and that having her as ajunior would distract 
his male juniors. She did work under another 
male lawyer but her career never really took 
off.“ 

Important male participants also did not 
envisage women’s rolein the national politics 
as anything other than sustaining the home 
front. S Satyamurthy, (he famous politician, 
wrote several letters to his daughter. Two 
letten given below clearly indicale how 
women were viewed; 

Letter dated May 24, 1941 

...For women in India, specially south India, 
marriage is a very important thing. You may 
think today that nurriage will control your 
independence. Bui believe me. it you go to 


see. you will And that in 99 out of 100 
communities, there is freedom in marriage. 
Ii is not an easy job to earn food by the sweat 
of one's brow. Men must earn; women must 
mind the house. That is the honourable tiling. 

I accept that women must have greater 
economic freedom... but this .should not be 
taken to extremes... 

...The pativrata dharma of the Hindus has 
an iiiiportant quality. I know that you will 
act according to that.... 

Letter dated July 18, 1941 

...The conditions for seriously entering public 
life and doing service ore nut conducive to 
the nature of women. Even if they arc in 
public life women must hot forget that they 
are women. . fSalyatnurthi 1956]. 

For women to go into the world, the world 
had to become their home. The world had 
to be part of their household. Famous leaders . 
used this language to make their foray into 
national politics seem an extension of what 
was considered the world of the feminine. 
See fur example this appeal to women to 
boycott foreign cloth and support agriculture 
and weaving by C Rajagopalachari; 

Tamil women, famous for their chastity, 
beauty and work, along with children, 
husband and household, let the country also 
he one of your concerns...[Rajagopalachari 
192571 

Nine years after the women’s deputation, 
with the intervening years taken up hy 
Women’s Indian As.sociation formed in 1917, 
in organising public meetings to support 
womcn'.s .suffrage, when the All India 
Women's Conference vvas formed in 1926. 
u hod written into its constitution that it 
".shall nut engage in any party politics, hut 
shall unite on such points as affect women 
and children” [Cousins 1941:45] The 
Women's Indian Association through its 
journal Stri-DItarma was already carrying 
several articles on child-marriage and 
women's suffrage and other related issues. 
And yet the All India Women’s Conference 
though! it could tackle for the present only 
education and health issues. But it was 
inevitable that social reform issues like child 
niamage. divoree and inheritance could not 
be left untouched. Witli the launching of the 
non-violent non-co-operation movement, the 
political status of women became an 
important issue. And the conferencii^was 
forced to expand its previous clause to read: 
The AlWC shall nut belong to any political 
organisation nor take an active pan in politics, 
hut shall be free to discuss and conuihutc 
to all questions and matters that affect the 
welfare of the people of India [Cousins 
1941). 

This act of redeTinitiun one could say was 
illustrative of a reconsideration with regard 
to the concept of service. It had to now 
extend loincludeparticipationin the poliiical 
pnK'css. This participation nuuint exercising 


and defining , franchise (women opposed 
communal electontes, ‘Reserved leatB” for 
women, and wifehood qualincatlon. They 
favouredlitcracyqualificationbut considered 
adult suffragetheonly satisfactory lolutioa.) 
and entering legislatures as active legislators 
to bri ng many issues like the Devadasl issue, 
maternity and child welfare and social 
hygiene!^ relatedissuet which were termed 
“women's issues’, to the forefront for 
consideration. But this was at that lime still 
not considered a political act. This was 
considered an act of public service for a 
larger family, the nation, as Muthulakshmi 
Rcddi put it [Muthulakshmi 1930; xi]. What 
Stri-Dlianna wrote in one of its issues was 
an echo of this. While commenting on women 
to be elected as women councilors, Stri- 
DItarma stated that women of India must 
take every po.ssiblc advantage of this new 
opportuniiyof service that had opened before 
them. "An enormous amount of good", it 
said, "can be done hy women in the councils, 
if they will rise to a realisation of their 
responsibility. The right has now been given 
to Indian women. So may they go forward 
and prove that they are anxious to serve their 
country in this most useful field of service" 
[Stri Pharma 1925:1461. At this point the 
word politics still had connotations that were 
non-feminine. 

This cautious gesture of separating 
women’s issues from activities that were 
considered political was also reflected in the 
literary and ulhcr activities women 
punicipaicd in. Vni Mu Kodainayaki Ammal 
was one of those talented women who could 
write, edit ajoumal. sing and give impressi ve 
speeches. She took part in the national 
movement and went to jail i n later years. And 
yet in the journal which she owned and 
edited, Juganmohini, she wrote in 1926, that 
the journal was for general malien, jokes, 
stories and songs. “No mention of political 
matters will he made m this”, she specifically 
.stated [Jaganmolwu 1926:1-2]. The otiw 
magazines for and by women also avoided 
political matters. 

Though dealing with women’s issues and 
politics were treated as separate domains, 
women in the public sphere found thenuel ves 
dealing with conflicting emotions. They did 
not want any dramatic breaking away from 
what they thought a woman ought to be and 
yet they were doing things that women had 
not done as a group for a long time. They 
were getting into the legislative councils, 
demanding certain reforms, expressing 
vociferously and taking part in the struggle 
for freedom forthc nation. Wkhinthemselves, 
among themselves and around them they 
had to deal with emotions, values and gestures 
trying constantly to fit everything into a 
known and acceptable framework. They 
faced this situation in many ways. 
Kodainayaki Ammal, for example, resorted 



toexpiuMtkNU. SheexpUinedherentryinto 
the natkmid movement in her jounuil. She 
said that service to the nation wait service 
to god. “Some people wonder,” she wrote, 
"how husbands allow their women to speak 
on the stage. There is nothing surprising in 
this. Those who look upon the home and the 
nation as one will not find anything unusual 
in this...Work at home is personal. But work 
forthe nation is public service. It is something 
viituous"l.^igon«iM>lun/1931:163J. Rukmini 
Lakshmipathi, on the other hand, had lo deal 
with a sense of guilt for ubandoning her 
home to go to jail and the letters .she wrote 
from the jail are full of worried queries about 
her chiltten, their examinations, their health 
and constara instructions about dealing with 
home situations.” The letters below ol 
Rukmini Lakshmipathi reflect clearly the 
conflict in the situation; 

Mannorgudi 

24 - 1-1930 

My dear Dr, 

Last night we left Vedaranyam for 
Malaimarudur about 16 miles from it. had 
a fairly crowded meeting 
it appears os though it is months since I tell 
you and the children. Pnunila' s esam inaiion 
must be nearing and do ask the teacher to 
coach her up well She is very bod at spelling 
and she IS inclined lu be la/y unless she is 
constantly reminded uf her school work. 
Kindly have an eye on her . 

Presidency Jail For Women. 

Vellore. If. 7-19.30. 

My dear Dr .Sahah. 

I am eagerly looking forward lo meet you 
and the children together with Saropni on 
Saturday aflemoon. 

I was pleased to learn that liiilc Pnunila and 
Indira are getung on famously with ihcir 
swimming baths. Ask Sarojint not lo give 
up her swimming exercises as it will 
immensely help her to make her body took 
robust and graceful.. 

When 1 am away from home it is usual for 
children to grow lazy to the neglect of their 
studies and unless you have an eye on them 
ihey won’t work hard.... 

18-12-1930 

My dear Sarnjini. 

...I trust the children are keeping well Since 
Pramila has failed in English make her do 
1 ku of general reading. I think she will 
improve her language by reading plenty of 
atorybook.. Ask her lo read through Lamb's 
Tain from Shakespeare.... 

By the way how is Baba’.’ I Oust he is free 
from itch. I think it it after ill want of can: 
that brings in all kinds of skin diseases. I 
know you can’t be blamed as you are still 
too young lo know the respunsibiliiy uf a 


family. 1 would blame Daddy for everything 
that goea wrong in tbebuus^ld You can't 
imagine how very, very much upset 1 am 
over the utter mismanagement about 
Pramila’t promotion, f am very, very angry 
with Daddy and to I haven’t written to him. 
I really can’t understand how you could 
have neglected her » miserably. The reason 
for her failure in English is that she would 
not have done well in grammar. That only 
requires a little bucking up m ihut subject 
She is after all not so bad in cnmiiosiiiun 
exceptihai sheisawful in spelling Now that 
they have holidays moke her wntc to me as 
often as you can and you currixl the letters. 
Ask her also to describe a stroll on the 
seashore or a picnic party or anything iliai 
she could write about... 

Presidency Jail tor Women 
.30 Maich 1V.32 

My dear Dr Sahab, 

. .1 .shiHild tbeiefure like lu .see you and 
Saru|ini and the children if they cun 
come As fur Pramila I am afraid she won't 
be able to come along with you as she has 
school on all Saturdays except the last 
Saturday. I should not like her lo miss her 
class... How is lilllc Baba’’ I wonder if his 
teeth have begun lo appear Do you think 
the front two teeth he has lost will ever grow 
again'.’. 

That someone silling in jail was among 
othcrthings.thinkinguf composition lessons 
tor her daughter and the truni two teeth of 
her little son is illustrative ol how much the 
homcasutcspunsibiiityconiinuc*dlooc'Lupy 
the minds of some women. Among 
themselves women were not in agreement 
ns to how far they wanted to go. Some 
persons like Muihulakshmi Reddi wanted to 
stay out uf active politics because iliey 
sincerely believed that the prioniy must be 
lor social lelunns. Although she resigned 
from the legislature in protest alter the arnw.t 
ufGandhi in 19.30. Muihulakshmi RcdJi did 
not participate in the national movement. 
Even within ihe Women’s Indian Assuciniion 
iherc was a differenee ol opinion. When the 
Simon Commission was being boycoiied. 
some women felt that at that les'el unii- 
government attitude should not be taken. 
Some others were, however, already 
boycotting the Simon Commission 11ic 
active women politicians were rcfcired to 
wit h sure asm a.s “Adyar femiiiine (Kiliiicians" 
by another member of the Women’s Indian 
As.sociJlion|la>kshmi I9H4:24). Reporting 
on an all-India women’s meet in 1931. 
K Visalakshmi Ammal pointed out how 
disparate women were bound together 
only by their love fur the nation. She also 
report^ (hat (lie dcHninani group was one 
that fell that higher education was 
unnecessary lui women and that home life 
was (he hcsi cducotion. T’his group wanted 


honwscieacetPbeUBghtincDllegefLakshmi 
1984; 24-23J. 

It is within Uiis situation uf eonflias and 
personal resolutions that the women 
participated in the national movement. Ttic 
paternal figure of Gandhi enhanced this 
personalised aspect of their participation. 
Gandhi emphasised their Hindu past where 
great women like Sita lived (ibid). And it 
is as makers of home th^ he wanted them 
lu pariicipate. In fact, he never allowed a 
woman to enter politics unless her husband 
or herguardian approved ul it(ihid). Gandhi 
wrote in Young liulia that he had found tiie 
work lor women. "The picketing of liquor 
shops and foreign dolhshops by men, though 
It succeeded beyond expectations up to a 
point of a lime in 1921, failed because 
violence crept in. If a real impression is to 
be created, picketing must be resumed. If it 
rcniain.v peaceful to the end, it will be the 
quickest way of educating the people 
concerned. It must never be a matter of 
coercion, but conversion, moral persuasion. 
Who tan make a more effective appeal to 
the heart than women? IW 1 A Publication 
1956:73]. The choice of liquor and foreign 
doth was an excellent sirategy. The efieers 
ot both - drunkenness and unemployment 
- alfected Ihe home dirta lly. And that was 
the designated and chosen sphere of womea 
And the causes were popul ar enough to draw 
hieraie and illiterate women. G»idhi wrote 
that this would give women access to power 
(ibid, p 74 1 . But did nut specify what kind 
of power. 

Women responded to Ihe call of GantBii 
in a variety of ways. Some of them did it 
by certaingostures: beginning to wear khadar 
and wearing it fur the rest ut their lives like 
Gugapnyai and su many others, tesigniag 
from the legislature like Muthulakshmi 
Reddi, not letting any adverse comment go 
unanswered like Kumudini. Sir Hilton Brown 
was the collector of Madias at one time. 
Speaking on the Rote of South India in 
Contemporary Fiction', ii London, he 
rol'crred to Vai Mu Kodainayaki’s stogans 
at ilie end ot one of her novels Sanmudki, 
which said: "Wear Khadar! Vande Mataram! 
Hail Mahatma Gandhi’" He said that it was 
like ending an English novel with the siogaa: 
“Use Pears Snap; Long Live BrtUun; Hiit 
HiUer." Kumudini, agreai admiierorGandhi 
and a Tamil writer, attacked him in an arocte 
for this statement saying that there wai an 
obvious dilTerence brt ween the two slogani 
ILakshmi 1984: 68], Many of ibem 
panicipated in more obvious ways. Some 
look part in salt soiyagraha. There were alio 
other kinds of participation. Most of the 
women weie gi^ singers. They siaiMd 
several meetings with their powerful imp 
They spoke in several places travclUlk|100g 
distances In smaller vfltaitea, they uWt 
greciodasGandhi'sdaughlefs. ’XaandWapiM. 



not come. He has sent his daughters", some 
villagers would say. They burnt foreign cloth 
on the streets; picketed liquor shops and 
cloth shops and hawked khadar from door 
to door. Hawking khadar was not an easy 
task. When they approached women at home 
many of them expressed desire to buy but 
they said that their husbands had left no 
money with them. Women also went on a 
morning singing-round called prubhat 
pheris. They went early in the mornings m 
groups singing national songs. Walking in 
Ihenarrow streets ofTriplicanc, the orthodox 
citadel of Madras, they were watched by 
women who came to the doors to view this 
strange procession. They often sang loud 
enough to reach the daughters-in-law in the 
kitchens. There were occasions when other 
women joined them. Several of them went 
to jail at Vellore. And there was an excitement 
that can only be described as euphoric 
lyaga/imo/iini 1931:218; Ambujammai 
1942: 9-lOJ. 

There was a general feeling that the way 
in which women participated in the national 
movement was exactly the way it should be. 
Margaret Cousins remarked that women were 
using the swadeshi economic weapon they 
possessed us buyers of clothing and 
household necessities, and as keepers ot 
morals, they picketed before liquor .shops. 
"Because the qualities which this new form 
of warfare is displaying," .she wrote, "are of 
the nature usually characterised as feminine 
rather than masculine, we may rightly look 
on this life and death struggle of India to 
be free as the Women’s War” [W I A 
publication I9S6: 78]. Margaret Cousins 
made it seem like a struggle fought on terms 
set by women. Put that way. it made 
participation itself seem like both the goal 
and the achievement. But using "feminine" 
strategies and making the freedom struggle 
seem like a struggle to keep their home 
limited the reach of their struggle and put 
constam irritants and obstacles in their way 
during and after the struggle. Some roads 
remained untravelled and some other roads 
became more easily acces.sible. 

Muthulakshmi Reddi who had resigned in 
1930 found it difficult to enter the state 
legitiKure in 1937 She writes in her 
autobiography that Rajagopalachari who 
was called a radical politician was a social 
reactionary. He, she says, even prevented 
her entry into the state legislature in 1937 
although he had promised her one, on 
account of her social refonn activities. 1 n her 
early years of reform Muihulak.shmi 
Reddi had made oul a strong case for the 
AdiDravidas but the Women's Indian 
Association had not taken it up seriously. 
And in later years, women’s organisations 
found it easier to deal with specific 
welfare activities for women ILak.shmi 1984: 
23-24; 31]. 


In 1948 the following debates took place 
in the Madras Legislative Assembly; 

16 March 1948 

Muhananad Abdul SalamSahib: May I know 
the number of posts that are reserved for 
men in the medical departmem but are now 
held by women in Madras? 

A B Sheity: (Minister for public Health) 
About seven posts. 

Muhammad: May I know why the govern¬ 
ment are continuing women in these posts? 
Shetty; The posts reserved for men will be 
filled again by the war-returned men and 
women will have to make place for them. 
(A few quips on women doctors follow) 
Muhummud Roza Khan Sahib: In view of 
the expert advice given by the honourable 
leader of the house on this issue, may I 
inquire, sir. whether at any time he had 
occasion to be operated upon either by a 
male or a female doctor? 

P Subbarayan; I have bod operations, sir, 
fortunately by men doctors. (Laughter) 

15 July 1948 

Regum Sultan Mir Amiruddin: ... Mr 
Kalcswara Rao has brought a bill for eradi¬ 
cating polygamy from Hindu society. I hope 
one of the men mcmbeis of my pony will 
bring forward a similar measure foreliminot- 
ing the evil from Muslim society in strict 
consonance with the terms of the ‘Shariat.’ 
R V Swammaihan; Why not the honourable 
lady member herself teing it forward? 
Begum; It is a matter of common knowledge 
that there is no chance of my succeeding in 
getting the bill through unless the men 
members change their attitude toward.s the 
question... [Madras Legislative Assembly 
Debates, 1948). 

Then there were those minor irritants that 
came as humour and comments. A 
"humorous" short story on a fashionable 
widow appeared in 1930. A fashionable 
widow was described as someone who is 
westernised with short hair, etc. In the story, 
she looks like a wrc.stler. She opens many 
women's freedom as.socialions. She gives 
many speeches that men and women are 
equal. She says that if women do exercises 
properly, they can be as strong or even 
stronger than men. 'To prove this", the story 
goes, "once she extendi her iron-like hand 
and showed it to the audience. ‘Who £e the 
men here who say that a woman is meek. 
Ignorant and has no strength to defend 
herseit?’, she screamed in one of her talks 
and hanged on the table aiKl the table broke 
inio several pieces.[N R 1930: pp 376-77), 

A repofi was written on women in the 
Karachi Congress in 1931. The report says 
that the Congress was dominated hy women. 
One of them was crying because her husband 
did not bring her irf/u and another was cry ing 
because someone took away her fountain 
pen. (Kalki 1931; S36-37]. 


Body, Htsroity and Natkm 

Dorothy Jinarajadasa, whilediscussingthe 
Age Of Consent Bill in 1923 wrote: 

One of the characteristics of Ibe women's 
movement is that we are never ever 
downhearted, and that those of us who are 
really in it, heart and soul, have a nibber 
ball quality - we are thrown up into the air 
of hope, dashed down to the earth with a 
bang and up we bounce again as lively as 
ever [Dorothy Jinarajadasa, 1925; p 82). 
The ball is a good metaphor for it is in 
constant movement and can reach 
unattainable distances but is earth-bound 
and has fixed goals. With the body as the 
ba.se, women kept returning to it, using 
language emanating from it and .sticking to 
Its rules. Although the nature of the body 
kept altering and its chemistry kept changing, 
it was perceived and presented as a fixed 
base. A woman quite joyfully wnite.entitling 
hcrarticle 'Women’s Problems’ for anything 
to do with women even if it did not deal with 
a problem came under the ’’problem" 
category. "1 wont women to be happy, free 
and find (heir own level again... Woman 
inu.<it learn that her place is the bonw. Her 
role is domesticity and her duly in life is 
wifehood and moiherhiMxl. Oh yes. there 
may he many a thrill and triumph in career. 

I know. I have had them. But I can assure 
you none of these thrills and triumphs ever 
came up to the positively enormous tnumph 
I fell when a nurse .showed me a very 
fat baby in a blanket and said,' Eleven pounds, 
isn’t (hat great?'" She cheerfully advised 
women: Let u.s go back to our kitchens. 
[Nary Lakshmi 1948: 154-56J. A more 
realistic statement came from another woman 
who preferred to remain anonymous. She 
wrote in 1948 that the progress of women 
was as badly off as untouebability. To talk 
that women have come forward will be as 
false as saying that untouchabiiiy does not 
exist, she said. Women do not want to be 
deified and worshipped, but to be respected, 
she wrote. If women continued to be thus, 
she declared, India has not really attained 
its freedom [Lakshmi 1984; 26], 

That anonymous statemem often returns 
to mind when one is participating in gender 
and developmental policy seminon. In one 
such seminar held sometime back, terms I ike 
woman’s natural inclination uid programmes 
to give sewing machines to widows, kitchen 
gardens for women and so on began to sound 
like words of abuse after a while. Some of 
us wrote on the huge blackboard: No more 
sewing machines and kitchen gardens for 
women for the next 23 years." One wishes 
there is a way of such declarations taking 
shape. Until then the body and its history 
and the space it moves in will remain 
inaccessible through language, with historical 
memories blurred. 



Notts 

[la die lefoence iiyle uied intenielionally only 
the lut luune of the author is icfened to in tte 
text. In western couotiies the last name is a family 
name like Dirks or Morriot While lefcrring to 
Indian women oulhon this poses a prohlein in 
my point of view. The last name which is often 
a cosle name like Nadar or Kao is not used hy 
many women. Instead dm take on their husband’s 
name or father's name like Kainola Ganesh or 
Lalidia Gopaian. If this it used as a last numc, 
you begin to refer to a womon author as Qanesh 
orGopelan wipirigoul her identity and referring 
to her in a way in which she is not rcterrvd to 
in real life. This is also the cose when wnitKn 
use initials like C S Lokshmi. So I have used ihe 
woman author’s first name to moke idcmirieation 
easier and closer to practices in our country. I 
thank my friend M S .S Pondion for editing an 
earlier version of this paper.] 

t The .tong is from the Tamil film Mununuigul 
The infonnatkm about this song being sung 
at Moscow was given by Theodoie Baskuran 

2 These four qu^ities ore consideicd basic 
qualities that a Tamil woman must possess 
'The four terms used for these qualilie.t have 
siraified different meanings lo diffeicnt 
scholius. The term for timidity Caehcham’) 
has been seen os fear or the general nature 
of being afraid easily. .Some talk of il as 
wanness Likewise the term 'implicit 
acc^ance' (‘madam') has been viewed as 
ignomnuc by many, seenung ignonince tnul 
revealing one's knowledge, lailding one’s 
knowlei^e incheck) by some andos iimuecnce 
by a few. The term for physical sensihiliiy 
('payirpu') bos been inicrpa-led as disgust for 
men other than the husband and as abstaining 
from doing forbidden deeds As sludems. we 
always thought of the lost quality as souk; 
kind nf ‘honour’ to mamiuin. Linked lo it ore. 
of coune. noliuns of chastity, puniy, etc. I 
have used here the iiiterpiciation oltered to 
me by two welt-known scholars in Tamil and 
English literature. C lesudasan and Hepsibah 
Jesudason. because it comes closest lo my 
understanding of the four lenns 

3 Sec, for example. Geraldine Meuney’s paper 
on the Irish experience. Geraldine Meaney. 
'Sex and Nolinn: Women in the Insh t'ulluiv 
and Politics' in Insli Women's Siutlies (cd). 
E Smyth, 1W.3. pp 230-44 

4 The well-known painter, M F Hussain 
presented Indtra Gandhi as Duiga in his 
painting. Dancer Yamini Krishnainurthy 
dedicate a donee lo Indira Gumlhi dunng the 
Emeijcency periixl where she imagined her 
as Mahishasurainardini. In I9U4, all over 
Tamil Nadu, posters and cartBioard cul-inirs 
were put up to celebrate Jayalaliiha's 4Sih 
birthday. One of them in Madras portrayed 
ber as a goddess. Dunng I9U4 (^simas 
celebrations in Madras Jayalahiha was 
portrayed as Mother Maty in a poster. 

5 See.forexainple,l)evall<i93),'Kalacharam 
Eiwm PrxKhandi'. Udhu. |2> Januaiy-ApnI. 
pp 13-14 

In her travelogue of her visit to Mauritius, 
writer Sivasankari meets a Tamil woman 
lecogmsoble by her soree who has a yellow 
sacred thread called 'ihali'. a sacred symbol 
of maniage around her neck Sheexplunsio 
Sivasankari that FridBy fasiin& etc. tocnhancc 
the power of 'tholl' one to her the symbols 
of 'fainil culluic. (A ‘powerful’ or 'strong' 
dioli Is supposed to protect the husband.) But 
tbewonunlnMaarinut could not spenkTamil. 
She could apeak only Creole. And yet she 
(hoiighi she waa oMifed to keep these rituals 
and symbols to prewarve Tamil cultUR. Many 


women in Tamil Nadu have given up wearing 
the yellow (bread and instead wear a gold 
chain because the yellow ihmad has to he 
stnerued with turmeric paste every two or 
threediiysanditsiainslheblouse. And ‘power- 
giving’ rituals associated with the lhali arc 
not obsmed so very regularly in the pievcni 
times. And yet, lor someone living so far 
away these symbols and rituals icpresenicd 
the Tamil culture. [Sivasankari (IU9S) 
‘SorganggaKl Sila Nalkal', Kunanfuni, Januury 
J2. pp I06-08J. 

6 Tbic written text is authored hy one A 
Pughozendi Fulavar. The version that I have 
read and quoted is the 1967 ediiion of this 
text 

7 Forexampie.accoidingloiiewspapericpuits. 
in 1989. ^ then chief minister Kanmanidhi 
called iayalalitha a whore in the assembly. 
(Indian Pmt, Miuch 26, 1989). The ongoing 
discussion had nothing lo do with the cpiihci 
he hod used. Bui il was made in the course 
of a healed political discussion Where a 
woman is cuncerned. the comments can and 
do directly go lo the putUm status of a woman 
os if her purity or nrm-purity is directly linked 
to her oenvities in the sphere outside her 
home. During her election campaign 
Jayalolitha mode good use of this abuse a^ 
the consecpieni physical attack mode on her 
in the assembly. The poslers portrayed her 
os Diaupadi whose honour was outraged hy 
the Kauravas in their court. 

The well known Tamil poei Abdul 
Raghuman in his commenus in a popular 
magazine on Toslima Nasieen. said that the 
nghis that Taslimademands are ones that rule 
out mornage and grant the woman the <iexual 
liberty to luve physical relationship with one 
or many men lie also cuiniiicnicU that these 
were not merely her views ,<ihe was living 
her life by these views {Kmiiudum. August 
4. 1994. p 89). 

When changes a pariicular coninuinily is 
going through have to be wniien about, ohen 
one of the aspects would be a girl running 
away from home [See. for esample, the reccni 
novel Kakkiii Pim (1993. Madras. Bama 
Podippagam) of C R Ravindran'or pru VryYil 
(1992. Madras, Thirugnyi) of Perumal 
Muiugon]. When certain nolKinsofapaiticular 
cuminunily have to be criticised, soinciiiiies 
the women of (hot community will be cast 
in ways which flout those noiions In a 
particular story in his receiu cullecdon. the 
Tamil writer Atwogush presents a Brahmin 
man who observes exlieine form of nlual 
cleanliness even in the present limes and ends 
the story with the informalinn that his wife 
is a whon:. He presents the iwo of them in 
opposition as clean and dirty. The nun tries 
lo Slay clean hut there is dm in his own house 
(Aswagnsh (1994) Tarihmd Mayilam. 
Manibhatodhi Podhipqgam. pp I48-S9) It is 
also nut unusual to cast brahmin women in 
(he Oniupadi model saying llicy have many 
hushamls in contrast to the chaste women m 
the Tamil epics tike Karuugi The puniy of 
their mothers was referred lo'by two children 
who took port with ihetr parents in 19.37 in 
(he struggle to eradicale castes When they 
were arrested and found guiky they declared 
that they were nut children of the mislrcsics 
of brahmins jliaiyon 1981 p 261], 

The imagery of dishonounng a woman is 
alto used while dealing with concepu like (he 
Tamil-mother. In 19.37 kii-i, used this 
imagery lodcsctibe the fotcufTainillanguagc. 
"Tanil-inRhernbeingdishonauitd Acha^ 
(Rojagopolachari) isdMobing Tatnil-mniher," 
it onnaaiiced (Kadi Arma. December IV. 
19.37. p 13). 


After (be Roop Kanwv incidcni when 
women in Ja^mr went on ■ march to proiett 
against lati, a Hindu religious leader 
comnaeiiled in a lecture (bat iheie women 
were those who needed different men dunng 
the monria|, afternoon and nighi |ln the 
segment onlwed Agni Paritiha (Tiul by Fire) 
which it the fliil port of Anand Patwardhan’s 
film eruilled. Pllha, Puthra. Uharmuyudh 
(Father, Son and Holy War), 1994], 

In Ihc recent communal nuts in Bombay 
and Surat i n December1992 and J anuaty 199.3 
opart from violciice. a planned Miempi was 
made to outrage the modesty of Mnsltm 
women. (See ^ARROW (1995) Report on 
Communaliam. 3/ioknce and (women 
Workshop] This is dorre with the notion (hat 
h> insult a community you have to insult their 
women ood put them to shame. 

8 Furexample,xecAAunalingamPillaitl928). 
Saiiavan-Savilri, songs by M Aiangasann 
Naidu. manager of Ongin^ Hindu Dramatic 
Company, hkidras, p 78 In this play based 
on the story of .Savilri bringing her husband 
back from death by her clever argument with 
Yaino, the god of death, a scene waa created 
where Yaiiu it so impressed with Saviiri that 
he tells her to expbin to his wife Jayamala 
how to be a paliviaia. Saviiri is most willing. 
Among other things Saviiri tells her thatcharte 
women when (hey are girls, will go lo school 
and get educated properly. 

9 Sec Ayyakkannu Mudaliar, Madar Oukka 
llnkkiuHm (Madras. 1895). Head CooslaMc 
Ramolingam Pillai, Madar Ntedh Ammamd 
(Madras. 1895): ’■pa-Pa". “Karpu" 
Anandavikalan. May !926. pp I.56-58 and 
June 1926. pp 196-99; Sin Ohanna from die 
Sonskni wnnngs of Triyambogarayanan in 
Hiiabasliini. November 1947, pp 6-10: 
Muhammad Saiyam Pulavar, Pena Smldhi 
Miiliii (Tiruihanikai. 1888): Holoi Muhammad 
Miran All Sahib, Sasikaianita Eaam 
TiiLHiiinhadfxaintTmmdvdi. l9.30)(Somr 
of the old books and some books on codes 
of conduct or ethics have been printed by the 
individual audton themselves or by their 
patrons No publisMiig house was mvolveiL) 

Ayyakktuinu Mudulivi has given a long 
series of aJvii.<> lo women on evetythiag 
including how to be dean. Two of (hm are 
very inieresluig in (ernisof whalhe c o M ideied 
'mate nght' He says that even if a man is 
havinganafTairwiihanailierwntnaii.awomaa 
must not become mdilTereM to him or stop 
scrv mg him. .She roust keep a bright face, 
speak sweet words to evoke his pity and to 
attract him lo her Healsosayslhatlfacwoinan 
who screams and comes lo iIk uieel and cnet 
out and huiniliaics her husband when he bents 
her will suffer lernble pain even in this biiA. 

Ills iiueresiing that he thinks beaungawomM 
is not a humiliating act but her icicanung is 
M udaliarwanu the hushand lobe comfortahte 
always for he advises women not to Ml on 
ihe husband and erv vi hilr hr ir ilj inr for ihnr 
would upset him! The head cortstaMe oven 
writes about women's menstrual sedusion. 

He says that on the first day of die perwdi 
she IS equivalent to the low^ of castes, on 
(heseco^ day she IS oquivalent to a imudercr 
and on (he third day. she is like a 
washerwoman The l926anicleon hi TOhls 
an animal-fixation, to say Ibe Icnn it sqyt 
that a woman who disobeys her hnsband win 
be (wm at a dog and a fox One wM has 
insulied the busb^ wiU he born a tifcr. One 
who has denied another wilt turn inton^vil. 
One who hat enien when the hMfaMd ii 
hwigry will be born ns a pig. And Omn wh* 
have broken the code of ohaitily win taihr 

in every birth with many dream dkmmtt > 



incluJing (epiniy and live m poverty. The 
kind ofpunisnmcnu listed by Minui Ali Sahib 
can strike Ictror in anybody's heart: 

Those who have hared Iheir heads In other 
men 

Their heads and brains will hum like fire 

The tongue that insults the husband will 
be pulled 

And boiling water hot as metal will he 
poured on il 

Those women who have plotted against 
their husbands 

Will he heldby Iheirbteasis and pulled up 

Those women who do not follow the 
prayer-washing 

Will have Iheir hands and feet lied along 
with their hair 

And scorpions and snakes will be let loose 
oser them 

Women who lie and insiigale 

Will lurn lino pigs and doiikess 

Those who have secret losers 

Will bum in hell turned into dugs .. 

10 See Mayuram Munsif Vedanayakaiii Filial, 
Sunn Siiimmi Sunuiruxu Kiruiiitii (Madras. 
1924) 

11 Uravidian meant all Tainilians. Telugus. 
Moiayalis and Kannadigos at one lime At 
another time the word ineliided everyone 
othci than the Aryans including the Muslims 
and Ibe Chnsiions. Penyor at one point .said 
that clan identity should not he ilonc in terms 
of birth but in lemis of habits Annodurai has 
said that all those who support the vomashra 
dhorma are Aryans And those who oppose 
it ore Dravidians and that the leim Dravidian 
IS only sy ndwlie. Before the linguistic division 
of states, Periyar considered all non-hrahmms 
to be Dmviduins. Bui after that he sard that 
only Tamil Nadu was the Dravidion region 
But he still did noi add the lerm Tamilian to 
the name of hts As.<iociation because he felt 
dui if a language identity is used then even 
brahmins would call ihuimelves Tamiliun.s 
[See Ko Kesovon. Dnividii IvukkamumMtrluk 
Ifri/guivirnitSivagangai, Chelma. 1991 7-9J 

12 Periyar spoke m terms of blocking the entry 
tn the uterus or making the uterus 
dysfunctional and perceived the uterus as an 
emhunlening organ (See group discussion in 
Ninippirigai, Kumbaknnam. No 7. January 
1994. pp .1-32), But the problem was not the 
organ but ili whose body il was. who has 
access to it, what il produciuJ and who 
controlled it A dysfunctional uterus like that 
of a barren woman or a post-menopausal 
woman does not "free" her from a given 
situation. The problem is not rcpmducliviiy 
but who wants to reproduce and when and 
how she wants to reproduce In other words, 
the problem is nuHherhnod as il exists in a 
ratnarchal and caste-bound system. Although 
nriyardidnot gomtn the deeper tamificacions 
of wtwl he was saying, the fact that he quest¬ 
ioned the validity of mnlherhuod remains 

Il was not unusual in refer to the motherly 
nature of women while talking or writing 
about them. The women who went to jail 
protesting agamsi Hindi were called valorous 
mothers. Bharatidasan. the famous piaM who 
bos wnllen tome very inspiring poetry and 
who was closely associated with the 
movement, has also used Ihc valorous mother 
image in his poetry In one of his poems he 
gives a call lu mothen to send their sons for 
the war against enemies. The beginning id 
the poem makes a speciTic refeience to ihe 
Purananuru mother (See Bkatatida\ait 
Kuviihoifiiil (Madras. Pnompugur 
PaiBnpagam. 1992) p 2.S7] 

1.1 Kam^ BaTs aulobiography in its nrigm.a] 
Tamil form is with me It was translated mm 
English by her daughter Indira Bai and lalci 


published. 

14 There was a caulioui approach lo this also. 
Amhujammal, for example, said in an 
interview that she supported horijan temple- 
entry biil lhalshe was not for allowingharijons 
into the family prayer room jSee Likshmi 
I9i(4; 24). Vai Mu Kodoinayuki wroteanovel 
Afrt.iiiii/ii Ihluyam based entirely on llie 
icinpic-eniry issue. Although apparently 
huinunisiic. the basic approach to tlw problem 
Was one of hrahiiHnising the haiijan. The hero 
in the novel pleads with the brahmins to let 
the hanjans enter not the real temples 
miincdialcly but In let tlwm first enter Ihe 
"temple of their hearts " A character in Ihe 
.story .succumbs lo a hanjan girl and Ihis is 
mentioned as on "ineporublc sin." The point 
svns to lurn the "animals "into "human hemgs” 
I Sec ibid, pp 191-92], 

1.1 Vut Mu Kodumayoki wrote a novel called 
f’liilumni Ki’il, which was a novel that directly 
iiltacked llie Self Respect Movement and its 
jiili-god stand, ftic atlieisi husband in (he 
novel is presented as someone with animal 
icnJeneies. He i.s finally "punished" for his 
"evil" ways and declares. Unve away Ihe 
ilcvil of Scif-Rcspcet from this world. She 
also wrote a nmel called Oiifmla Kainam 
which was about a hiahmin not being able 
to gel jobs Finally he has lo change his nanre 
lo a rh/i.slian one [.See C S latkshim I9«4; 
191 ■91). This kind of attack on particular 
gitiups can be seen even in later wntings 
Raiain Krishnan's Ruju Uluzhitlml (Madras. 
1971) attacked everything non-brahinin as 
onimal-likc and uncultured. In VfrukkuNftr 
(Madras. 1972). she sees all leftists in ihcir 
very appearance not tn talk of their minds, 
us teing inhuman and devoid of culture (See 
C .S Lakshmi 1984 198-211], 

16 Interview with Stia Devodoss, September 27, 
1981: Interview with Savitri Rajan. a close 
fnend of Anandi Bat, April 34. 1981. 

17 Rukmini Lakshmipaihi's family kindly 
allowed me to photocopy some of ihevc letters 

18 Rcumeiiical Chrestian Centre. Wliilcfielcl 
Consullalion on (lender and Development 
held from October 17-21, 1994 WlutI we 
wrote on the blackboard did not mean that 
after 21 years women can again take it up 
But in a consultation where women who were 
pan of developmental policies were 
participating it was difficult to moke all that 
they hod worked for seem absolutely futile 
Sonieof them were sportive enough to narrate 
sinriesoffailedefTnrls Arati Ganguly narrated 
the experienee of a women's group involved 
In "sustainable developmeni”. She said (hat 
this group decided to start a dairy project fur 
women and got funding for il and bought 
some jersey rows. After a while the cows 
went dry and they did not know what to do 
with the cows .Some people suggested that 
the cows can 'oe used for ploughing. But that 
was not possible because jersey cows don't 
have (be hump which makes yoking possible! 
(Jnc of the women suggest^ that wliat was 
really needed was a redesigning of the plough. 
She or someone else could have done such 
a redesigning but the plough is issed only by 
men. So 21 years was nut any lime or period 
we were fixing but inoie on attempt lo alter 
llie course of the discussion Needless lo ray, 
there were men in the consullalion some of 
whom 'ihrcaiened' that iheir current kind 
Mlitude towards women will gel hardeninl if 
we did not slop asking. "But why should 
women do this'.'" fine of them drew a man 
with his entire body in plaster saying he was 
a victim ol battering by svomefl. So even an 
attempt to alter the course of the discussion 
was seen as a "hfc-ihreaicning" geslure by 
some 
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General Elections, 1996 

Regional Parties Dominant in Puigab and Haryana 

Puri Wallace 


Regional rather than national parlies are assuming primary role in Indian politics. In many cases, they are 
the dominant partners in coalitions involving national parties. That is the situation in Haryana and Punjab where 
in the absence of broad electoral waves, issues revolving around economic concerns, group alignments and splits, 
corruption and local situations dominated in 1996-97parliamentary and assembly elections. The regional parties 
not only continued to gain in importance but a quantum leap took place in their significance. 


REGIONAL nther than national parties are 
assuming a primary role in Indian politics. 
In many cases, they now arc the d^inant 
paitners in coalitions Involving national 
patties. That is the situation in Haryana and 
Puitjab states as a consequence of parlia¬ 
mentary elections in April 1996, and state 
assembly elections in February 1997. 
Reconfiguration of the party system has had 
several consequences. 

First, IndialuKltwonational parliamentary 
'elections' in 19%due tothe increasing com¬ 
plexity of the party system. One consisted 
of conventional constituency elections to 
SOO plus Lok Sabha seats. As anticipated, 
no one party or election front won a majority 
resulting in a 'hung' parliament. Thus, the 
second 'election' involved hard bargaining 
and coalition formation focusing on regional 
parties. 

A BJP-led alliance governed for 13 days 
in May and during this period moderated its 
more strident Hindu oriented and nationalist 
positions. Nonetheless, it failed to attract 
additional MPs and remained 70 seats short 
of a majority in the Lok Sabha. It could have 
'purchased' some MPs through cash pay¬ 
ments, the promise of a ministerial position 
oranothertypeofgovemmenifavour. 'Horse¬ 
trading' IS the term used for this process in 
New Delhi as well as Washington, DC. The 
going price for a cash payment, according 
to sev^ reputable sources, was Rs S crore. 
aboiit$l,470,000.' Either ethics or the targe 
number needed made the buying of MPs an 
option that didn’t take place. 

Unable to attract large regional parties, the 
BJPgovemment resigned fotlowingadebotc 
ona voteof conndence, but prici man actual 
vote. A broader and much looser centrist- 
based coalition followed at the end of May. 
H D Deve Gowda, the Tirst low-caste prime 
miitister, heads this so-called United Front 
government. Ail of its 13 allied parties ore 
regional in the tense oflimitedelMoral suc¬ 
cess. lulargestcimstituentmemberto which 
theprimeminitlerbelongs,theiaiuuDal, won 
only 44 seats. TMa 'tail' is supported from 
Iheowsideby the Congressfl) which it redu- 
oadinaiaefrom226to IdOieatabutwhich by 
compariioniiiheelcphantinlhitcalculation. 

Secondly, legislative elections in indi¬ 
vidual stales prior to. during and after the 


national elections further demonstrated the 
increasing importance of regionalism and of 
parties limited to only one slate. There is 
some confusion between 'regional' and 
'single state' party. The two are used 
interchangeably in this chapter as they 
normally are in India. The Election 
Commission's three political party categories 
consist of slate party, national party, and 
'registered (unrecognised) party'.- It would 
be useful to add a category between single¬ 
state and national party which would be truly 
regional in that it would describe parties 
which compete effectively in more than one 
state, but not in a large number. In such a 
case, only the Congress Party and Bharatiya 
Janau Party (BIP) would emerge as national 
parties following the 1996 elections. All the 
other parties now designated as 'national' 
would be regional. 

Punjab and Haryana arc clear examples 
of the single-state party being the dominant 
partnerin a winning coalition with a national 
party, the BJP. In Punjab's case, the alliance 
also included what could be denned as a 
'regional' party as the Bahujan Samaj Party 
(BSP) electorally is confln^ to three north 
Indian states. 

These two states also reflect ahighly salient 
electoral variable operative in the elections 
to parliament, and to the state legislative 
assemblies. That variable can be simply 
labelled 'splits' and 'coalitions'. Splits or 
factionalism, and coalitions describe the 
political dynamics of these elections, and are 
at least partly responsible for the succes.s of 
state and regional parties. Nationally, the 
most pmmi nent example of this phenomenon 
is the split from the Congressfl) of its Tamil 
Nadu unit. The national Congress allied with 
the then chief minister Jayalalitha and her 
regional AIDMK pany. Its state unit became 
a regional pony the Tamil MaanilaCongress 
which, allied with the DMK regional party, 
swept the elections in the state in opposition 
to the Congiess(i>-AIDMK alliance. 

Puitjab's case is similar in regard to the 
electoral importance of alliances for (he 
winning coalition, and tusplits for the losing 
incundwnt ruling party. IMor to the April 
1996 national elections, the Sikh and rural 
centred Akall Dal (Badal) patty' allied with 
Kanihi Rom’s BSP. This brought Akali Jais 


and other Sikh peasants together with the 
BSP/scheduled castes (SC). This seemed 
like an unlikely combination constdning the 
past history of SC ani mosity toward jat-Sikh 
landlords, and their long-term favouraUe 
orientation in Punjab towards the Congress 
Party. The question in Punjab was “would 
Akalis support scheduled caste candidatea. 
and would scheduled castes support Akali 
candidatesT’ 


Moreover, the Akali Dal otered into a 
second coalition with the BJP. A less fonnal 
alltance than with (he BSP, (hif “under¬ 


standing’’, functirmed mmeihdess as aoonli- 
tion* and provided important Hindu, iiiban 
support in key parliamentary coostituenciea. 

Unable to ally with any r^kmil gtouping, 
and suffering from factioMl splits, the ruling 
Congress Party sulTercd a severe defat by 
the Akali-led coalition. Coogiea fell Inn 
12 to 2 leau, while the Akali coahtian sron 
the other 11 (Akali 8 and BSP 3. see Tabk 
I). Nonetheless, theCongress Party feiaiiied 
control of the s'ate legislaiure folkwin^ the 
April 1996 national electiouaiKl ittrm ps nd 
to cope with its probfemsbefete state decdogs 
which were heidin February 1997. Incnand 
unity under a new chief minisler and M 
exiraordinary dose of popuKsi pntmiini 
seemed lo offer new ho^ to the Congreas 
Party even though negoiiaiiomforiaailinoe 
with the BSP failed. 

But, the Akali Dal contimied its e to c m al 
momentum from the April 1996 patUn- 
memary elections. It lost its BSP ally,’ tnt 
solidirinl the “undemanding” with the BJP 
into a formal alliance, and provided its own 
measure of populist promises. This niral- 
urban. Sikh-Hindu coalition s««f)t (he sMe 
elections on February 10,1997 wimleg 93 
of the 117 seatt (Akalis 75. BJP It. Sen 
Table 2). The subsequem additkm ti w 
independem provided the aUianoe svMi • 
four-fifths mnjority. Congress Piny reinlM, 
with only I4etected, were cvw wane Bfen 
Uiedebaclefollowingthe cmBt ten c yinltTJ 
when it won 17 sens. 


Sirmlariy in Hnyina, theNgioMl HitftlMtr 
Vikas Patty allied with ibeBIPtodeftM^ 
ruling Congresafl) Peny In 

periiannentary and itafe aiieaMy clnelilMt^ 

(Tables 3 and 4). lnbalhsliitee.tiniM|M||^^W| 
parties provided the fewferMp and^^ 



the voting suength. RIP, the lutional party, 
has been the third or fourth party in these 
lUaes but provided strategic urban support 
to basically niral regional patties. In the 
process, it gained valuable support for its 
national aspirations, and the possibility of 
extending its heretofore limitedclectoral base. 
Alliance politics in these two states also may 
enable the BiP to become even more 
competitive as in the adjoining states of 
Uttar Pradesh and Rajasthan where it is the 
leading party. BiP's emergence as India's 
single Iargest polittcal party in the Lok Sabha 
as a conse<|uence of the 1996 elections also 
makes it more attractive to regional parties 
in Punjab and Haryana. 

Punjab and Haryana's elections differed 
from the national pattern in one important 
respect, in thesetwo states. Congressfl) ruled 
as the majority patty prior to the elections 
and served as the focal point of alliance for¬ 
mation for other parties in opposition. In 
most other states, the Congress(l) may con¬ 
tinue to be an important participant but no 
longer serves as the centre of politk^ dynamics. 

Yogendra Yadav made this point in a 
perceptive article following Congress Party 
defeats in state elections these past three 
years.* Competitive politics in India ha.s 
emeredaihird stage. Fallowing independence 
in 1947, Congress ruled in a one-party 
dominant system.’ That was the first stage. 
Stage two can be labelled Congress as the 
major party in a multi-party system. To 
ex^ain, by thelate- 1960s,opposition parties 
and coalitions were able to capture power 
in some states, and in 1977-79 and 1989- 
91 the national parliament. Nonetheless, 
Congress remained the centre of the system. 
It either served as the ruling party or the 
major opposition party at the centre and in 
virtually every state. 

'That central position changed in the 1990s 
as Congress fell to third and fourth position 
in India's two most populous states. Uttar 
Pradesh and Bihar in north India. It then lost 
slate electioru in the major western states of 
Maharashtra and Gujarat. In the same lime 
period, two key southern states, both bastions 
of the Congress support Andhra Pradesh 
and Karnataka went to opposition parties. 
In stage three, marked by the 1996 national 
elections Congress has become only oik of 
several players within a more truly mulli- 
prety system. 

TIk Congress remains an important party 
in Punjab and Haryana even though it lost 
badly in the parliamentary and assembly 
elecdons in both states. As has occurred 
several times in the past, regional parties 
have taken advantage of local situations to 
foife a winning alliance structure. But, as 
India heads into the 21st century, the ability 
of the Congress Party to recover its dominant 
positkm in these two stales, or even mainiain 
its podlion as the major contender, will be 


related to the strength or weakneu ctf the 
national Congreu Party and the increased 
acceptance of regional parties. 

NoeMAL Elbctions RETuaN to Punjab 

‘No wave', ‘normal elections’, were state¬ 
ments repeatedly heard during the parliamen¬ 
tary elections throughout India. Assassina- 
tionsofindira and Rajiv Gandhi in 1984 and 
1991 respectively resulted in 'sympathy 
waves’. TIm Bofors and other scandals had a 
nationwide impact in l989.rneaiftereIections 
from 1971-80 Indira Gandhi personified 
waves which generated nationwide 
responses. Garibi f/arooieliminate poverty) 
combined with a victorious warover Pakistan 
in 1971. The 1977 featured Indira Gandhi 
negatively os the authoritarian leader of the 
emergency. In 1980 she rebounded as the 
strong leader symbolised by the firm ‘hand 
symbol' to effectively fight infiation and 
provide ‘a government that works’. No such 
nationwide themes resonatedduring the 1996 
elections. To the contrary, local concerns 
and issues dominated. Even in Tamil Nadu, 
the electoral wave turned on local rejection 
of the authoritarian and corrupt rule of the 
chief minister and her party. 

Normal elections for Punjab* are even 
more striking. Not since 1980has there been 
truly competitive elections for what became 
the ‘problem state'. Political violence marked 
by the phenomenon of Sant Jatnail Singh 
Bhindranwale. and militant and state 
tciTorism largely replaced the democratic 
political process.* Election.!! in 1983, 1989 
and 1992 were highly abnormal. 

The moderate Akali Dal achieved a 
majority on its own for the first time in 1983 
from "circumstances that more resembled 
the script of a Bombay film than normal 
political reality”."’ Operation Blue Star in 
June 1984 led to the assassination of prime 
minister Indira Gandhi in November. Prime 
minister Rajiv Gandhi attempted to heal the 
rift through an accord in July 1993 with 
Akali leader Sant Harcharan Singh 
Longowal. His assassination shortly before 
the elections, coupled toconcem for stability 


in Punjab, resulted in tlmoat open support 
by R^jiv Gandhi for Us oppon^’s ciuidi- 
d^. Failure to impietneot the accord and 
increased militancy led to an Akali split and 
dismissal of the govemment in May 1986. 
Elections in 1989, but only for pariiainetitary 
scats, took place under the guns of the 
militants and the president's rule. Simnutjit 
Singh Mann led a Sikh martyr’s wave with 
militants dominating the electoral results." 

Militancy again exercised aprominentrole 
in the abortive 1991 parfiameniary aiKi 
assembly elections. Militreit groups fomially 
boycott^ with terrorist thicau to candidates 
and voters. Congres$(I), out of power at the 
time, also boycotted but all major Akali 
groups participated. At the last minute, 
elections were postponed. A boycott reversal 
in 1992 left the Akatis as well as the militants 
out enabling the Congress Party to virtually 
sweep the paiiiomentaty and state assembly 
elections. Electoral participation fell from 
over 60 per cent to less than 22 per cent as 
the boycott largely succeeded." 

A series of developmems enabled the 
political process to restart and culminate in 
nofmal porliamentaiy and assembly electloni. 
Militancy in terms of the number of people 
killed by all sides peaked in 1991, defined 
significantly in I M2, and has been under 
control subsequently. Secondly,eventhough 
the Akali and militant boycott succeeded in 
1992, the reestablishment of a legislative 
assembly sparked political participation. 
Municipal elections in 1992 and village 
elections in January 1993 registered normal 
mmouts. During this resumption of electoral 
politics, the Akali Dal (Ba^) successfully 
fought off efforts for it to be absorbed in 
a united Akali Dal in which pro-militants 
and ether opponents could dominate. 

Prakash Singh Badal, t wice chief minister 
of Punjab in the past (1970-1971 and June 
1977-Febniary 1980), clearly userted his 
right to renewed pre-eminence. He resumed 
a moderate politit^ position while rebuilding 
his alliance system. Skirmishes in rural by- 
elections led to the major political battle in 
April 1996. the parliamentary elections. As 


Table I: Results or Punjas Parliamentaky ELsenoM: 13 Seats, Arril 1996 


Preiy 

Seats 

Copteited 

Seals Won 
1996 (1992) 

Deposits 

Forfeired 

Voting 

Percentage 

Akali Del (Bedel) 

9 

8 

(•) 

0 

28.72 

Bahajen Sanuj taly 

4 

3 

(1) 

1 

9,35 

Congreu (1) 

13 

2 

(12) 

0 

35.10 

Congreu (T) 

7 

0 


7 

0.58 

Bhaniiyi Jenaia Party 

6 

0 


4 

6.48 

CPI 

3 

0 


3 

1.60 

CPM 

3 

0 


2 

2.68 

JonoiaOal 

1 

0 


0 

2.66 

Jonau Pony 

1 

0 


1 

0.03 

Independents 

Total 

)8I 

0 

13 

(13) 

IK) 

7JI 

94.71 


Nom: * Akali I>tl (B) in alliance with the BSP. and an ‘wKicniBnding* with the BJP. Akalit 
boycoiwd the 1992 electioM. 

Stmrvt: SMitili-al Rtport im Gentral EUaloiu, l996totkt Ehvtnth Lok 5Mbit. Vol I (Nadonal 
aad Stare Absincls), Eleciien Comadfsioa of India, New MU, 19^ 



dacribed ibove, be developed a winning 
coalition. In political icience temu, he went 
for a maximum rather than a minimum 
coalition. That delicate let of negotiations 
involved two parties bitterly opposed to each 
other, the BJPand the BSP. In Uimr Pradesh 
particularly, they had become bitter enemies. 
Badal involved them separately to the 
maximum extent possible, which allowed 
for agreements with one or both patties in 
most constituencies. 

Alliance with Kanshi Ram's Bahujan 
Samaj Parly seemed to be the most 
proMetnatical forthc Akali Dal. Would Akali 
jats and BSP scheduled castes support each 
other? Prakash Singh M^ithia. senior vice- 
president of the Akali Dal CBadal), explained 
that the urban balmikis allied with (he 
Congress Party while mazhhis. essentially 
rural, and Christians composed the BSP 
support base.*' Kanshi Ram is a ramdasia 
chanur. Ad Dharmi and in winning (he 
general constituency of Hoshiarpur probably 
had the support afehamors and balmikis." 

BSP's alliance proved to be cllcctivc in 
the eight constituencies won hy the Akalis. 
Especially notable is the Akali win with BSP 
support in Pandkot. and particularly 
Jalandhar." In turn, the BSP relied on Akali 
support for its three victories such as in jat- 
dominated Phillaur. 

Majithia made impoitani ohscrvaliuns 
about social structure in Punjab lhal 
distinguishes the state, as wdl os its rKMghhour 
Haryana, from India's two largest northern 
states. He asserted (hat “Punjab is quite 
different than Ultar Prade.sh and Bihar as il 
doesn't have any other backward classes". 
Nor, he cmpha.sised, is (here 'Munuism' 
(brahmanism) or a Miilayam Singh Yudav 
to conflict with the SC as in Uttar Pradesh. 
Moreover, he pointed out that in Badol's 
earlier tenure as chief mini.sicr the .state 
government created a SC eorpomiion which 
rmanced small businesses such as rickshav 
and small shops, provided interest free loans, 
and built houses. Thus, he predicted that (hr 
Akali alliance with the BSP would hold lor 
iheslateassembiyclcctionsin l997."'lldiJn’i. 

Nonetheless, the jat-dominant Akali 
success with the .SC in the parliamentary 
elections proved that these formerly 
antagonistic padsof the social siructurecould 
enter into a mutually bcncncial alliana*. 
Social change within the SC can he an 
impoilam consideration, stressed n Guru 
Natuk Dev Univenity political scientist. 
The “younger generation did vote for the 
Akali Dal as they arc not facing the same 
kindof discrimination astheolder generation 
by the rural jats. Now, they increasingly 
come to the cities daily to small jobs in urban 
areas: rickshaw, house-painting, manual 
labour, hawfcen, factories." The point, he 
emphttiied. is that 'Ihey no longer are 
econoffllcally depertdent on the jats and 


subject 10 discrimination".'' 

It also if probable that the SC support to 
the Akalis in the parliamentary elections 
carried over significantly to the assembly 
elections in February IW7 even without the 
alliance. The Akali landslide victory, and (he 
virtual rout of the BSP which won only one 
assembly seat indicates broad-based support 
for the Akalis. 

A comparable pattern is the history of 
Akali-BJP relations. During the first two 
decades following partition, the rural Akali 
Dal and the earlier incarnation oi the urban 
BJP, the Jana Sangh. were bitter enemies. 
The Congress Party relied on these mutual 
antagonisms in iheirdividc and rule strategy 
Following the creation of a Punjabi state 
{hmjabi Suba) in 1966, alliances between 
these two opponents began to take place in 
opposition to therulingCongress Party. Their 
support bases were different allowing for 
less conflict over tcmiorial claims and 
ameliorating the always dirTicull process ol 
dectoraJ adjustments. Clear Akali dominance 
inthcscallianee.salsoi.saconiribuiory lueior 

An Akali-BJP (then pan of the Janata 
Party) govcmmcnt held for almost three 
years from 1977-1980. Splits at the nalionjl 
level in the then ruling Janata Party led to 
(he break-up of the Akali-lcd enaliliun at the 
stale level. Prakash Singh Badal. ehict 
minister and arehiteci of the coalition in the 
I97()s, reconstituted the elecloiiil 
arrangements with the BJPon a limited hitsis 
for the 1996 parliamentary elections and 
engineered a full alliance lor the 1997 
assembly elections. Thus, the alliance sy.sicni 
related effectively to basic political cleavages 
in Punjab: rural-urban. Hindu-Sikh. and 
moderation versus extremism. 

Ainriisur constituency is an example of a 
parliamentary contest where Akali Dal 
alliance politics didn’t operate. Iisdvnainics 
resulted in one of the two Congrcsstli 
victories in the st.itc,*'* with Kaghuiiandan 
Lai Bhatia us the winner in a close race. 
About 55 per cent of this parliamentary 
Tsliii Z Ri.si'iTsiH-P i NiA« Asskmhii 


consiituencyU Hindu and about 45 per eeru 
is Sikh. Since the Akali Dal (Badal) fonnally 
supported the Janau Dal candidate Kirpal 
Singh, iu alliance with the BSP wasn i 
operative. Nor did (he Akalis provide more 
than minimal support to him, porticulariy in 
■he city. Most interviewees concluded that 
Kirpal Singh lost because ofhis identification 
by (he Hindus as a pro-militant Sikh, and 
(he support by most scheduled castes to the 
Congress candidate.^ 

Baldcv Chawla, (he losing BJPeandidate. 
confessed that “wc were over confidaM in 
(the) Amritsar Central and Batala" segments 
of the constituency. Chawla thought that he 
and Ki rpul Si ngh would be the major conics- 
lants rather than Bhatia. the winning Con- 
gress(l) candidate. He explained his loss as 
due to Congress money,' 'Congress purchased 
everybody,"and to tactical votingby Hindus 
who did not want an Akali-BJP alliance.’' 

Om Prakash Kalia, BJP general secretary 
for Amritsar district, also stressed tactical 
voting os a major reason for the Congress 
vieinrv. When the triangular race narrowed 
down to one between the Janata Dal and 
Congress candidates. Hindus “voted for the 
les.ser evil". BJP and the Akali Dal failed to 
ally pnorioiheelckiioiisin Amritsar "because 
ol objections by BJP cadre" who wanted the 
Akalis to "prove ihdr national credeniials". 
With that csiidilished as a consequence of 
the el<.’etion.s, Kalia assened the "BJP woriters 
now .support the Akalis" wiihlheC:ongress(l) 
as the "common enemy".” 

Kirpal Singh, the losing Janata Dal 
candidate, described by several infomanls 
as a militant in a white turban, independently 
agreed with his BJP rival that Ovngress 
money provided ti..’ difference. "Liquor and 
money defeated me. When liquor became 
exhausted, they (the votersi were provided 
with truckloads of molas.se!> to hrew more 
thc-msclvcs." He also agiced with other 
interviewees that Hindus coalesced at the 
last minute to suppon the Congress candidaie. 
in his words, the Hindu slogan was "save 
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the scat trom the Sikh for the Hindus”. 
Interviewed shortly after the elections, he 
staiedihatbe'‘always supported the moderate 
faction of the Akali Dal" and “is a staunch 
supporter of Badal". At the same time, he 
opjxffied the Akali “combinatkHis,''etpecialty 
with the “Hindu fundamentalists".^' 

Another perspective on the Amritsar Lok 
Sabha seal came from a politically 
kitowledgeable college principal in a rural 
part of the district. He emphasised three 
major factors; the Akali Dal in this 
constituency, the Janata Dal candidate, and 
the perspective of pro-BiP Hindus. First, he 
disagreed with some interviewees that the 
Akalis were split. There were “not split", he 
maintained. They “were disinterested" as 
they didn’t have their own candidate nor an 
effective alliance system operating in this 
parliamentary constituency. 

Secondly, he cited several weaknesses 
centreing on Kirpal Singh. He had a “very 
poororganisation”, is “rooted inthe city and 
isn't ajat Sikh". Thirdly, and most important, 
“BJP Hindus voted second best choice". 
They knew their candidate couldn't win; 
would have voted foran Akalicandidatc. but 
not for the Janata Dal's Kirpal Singh. Thus 
Bhatia, the Congress Hindu candidate, bene¬ 
fited” in a manner comparable to Congress 
splitting tbc opposition in earlier decades. 

Prakash Singh Badal clearly relished the 
near parliamentary ekclion sweep of his 
alliance. In a press conference at the 
Shiromani Gunidwara Prabandak Committee 
(SGPC) headquarters in the Golden Temple 
complex shortly after the elections,” he 
presided-like a chief minister-in-waiting. 
Sometimes foes within his Akali Dal, 
Gurcharan Singh Tohra” and Jagdev Singh 
Tal wandi. sat in secondary positions. Several 
newly elected Akali MPsenter and leave the 
room. Nonetheless, Badal clearly continues 
to be concerned with regaining control of 
the state assembly after more than a decade 
out of power. Cimiral to his thinking are 
three key concerns. 

Rrstis.“we will alwaysoppose Congress". 
In reply to a question I asked about the 
Akalis allying with other regional parties 
nationally, Badal immediately provided an 
anti-Congress twist. “We arc talking with 
other regional parties in struggling for 
autonomy. But how can wc support any 
group supported by Congress? Congress 
throughout has been trying to divide Sikhs 
and Hindus so as to continue their rule." 

Second, and related to the anti-Congress 
focus, is allying with the BiP. Badal lauded 
the BJP in the context of criliasing the 
Congress. He cited BJP actions in Delhi in 
giving Punjabi second language status, and 
in prosecuting individuals alleged to be in¬ 
volved in the 1984 Delhi riots against Sikhs. 

Third is Use projection of the Akali Dtd 
as amoderaiepolitical party forall inhabilants 


of Put\jab. Tohta added to Badal't criticism 
of Congress as dividing Sikhs and Hindus 
by stating that The very fact that we have 
extended support to the BJP national govern¬ 
ment is proof we are not anti-Hindu or anti¬ 
national". 1 continued on this theme by adting 
Badal what he meant by the terms ekra Punjab 
and Punjabiat. Badal stressed that it Tnew 
all Punjabis; Hindus, Sikhs, Muslims, all”. 

Two newly elected Akali MPs took me 
from the press conference to a large private 
office. Sukhbir Singh Badal. Prakash Singh 
Badal's son. and Harindcf Singh Khalsa 
(Norway) represent the younger generation 
of Akali leaders. Sukhbir spent three years 
in the l)S where he earned a MBA degree 
from UCLA in Los Angeles. Harindar quit 
the elite foreign service as a consequence of 
Operation Blue Star in 1984. Both are highly 
intelligent and articulate. 

They reinforced the themes presented in 
the press conference with additional emphasis 
on regional parties. Sukhbir Singh Badal 
predicted that the future will be with regional 
parties. “Janata Dal now is regional party. 
Congress itself may become a reghaal party." 
He described this ^vclnpmeni as conduct vc 
to 'true federalism'. Most important, he 
emphasised, is “more power to the states... 
control over our own resources." As an ex¬ 
ample, he said that he wanted to put up a 
sugar mill in Farkikui, but necdsaliccnce from 
thecentre. "Weshoukl makeourovm decision''. 

On economic issues, the new Akali MPs 
reiterated the Akali positions on increased 
revenue from agricultural products. Rajasthan 
receives a 'royalty from stones' (marble). 
Sukhbir asserted. Himachal Pradesh from 
electricity, and Assam from oil. “Punjab 
doesn't receive any royalty from what. 
Liberalisation hasn 't hcl^. Not for agricul¬ 
tural products. Land ceilings have hurt us." 

Success by the Akali Dal in leadership 
cohesion and in forging a broad alliance 
structure is in sharp contrast to the internal 
problems of the Congress Party. Om Prakash 
Soni. mayorof Amritsar, lauded the Congress 
effort in winning Amritsar. But, he admitted 
that “groupism, factionalism in Congress is 
everywhere in Punjab".” That fact received 
almost daily preu auention in Punjab. 


One prominent Puqjab political adcBtiit 
aptly provided a suimnaiy evaluation of the 
Congress situation in stating thtt Tnoie than 
half of the Congress MLAs worked against 
the ofnctal candidates”.* (Congress Patty 
corniptlon undercMef mialfferBeaot Singh, 
and the ‘non-performance' of his successor, 
Harcharan Singh Brar, alto were cited as 
major Congress Patty problems effecting the 
election results by a large number of 
interviewees.” 

Winning the parliamenlaiydectkiiu didn’t 
deflect Badal and his colleagues from their 
major goal. Regaining control of the state 
assembly clearly kept rivals Badal and 
Gurcharan Singh Tohra together. "They just 
smile and grin when I try to provoke them”, 
is how the resident etStor of The Indian 
Express, emphasised this new-found co- 
opention. ThiMraides do criticise each other, 
and they didn't go to each other's areas 
during the elections, he added. But, they 
agree on a one point programme of beating 
Congress and the Harcharan Singh Brar 
government." 

An intermediary hurdle between the 
parliamentary and assembly elections, the 
SGPC elections, tested alt concctrted. The 
SGPC in its formal function is the elected 
managing committee for Sikh gurdwaras 
(temples). Since the 1920s. the government, 
under normal circumstances, holds elections 
every five years in which Sikhs detenntne 
the composition of the SGPC. On October 
13, 1996, the governments of Punjab, 
Haiyana, Himachal Pradesh and the union 
territory of Chandigarh supervised the 
election of 170 members from 120 
constituencies, 110 in Punjab. 

Politically, the SGPC - born in political 
conflict - has become the “Religious Parlia¬ 
ment of the Sikhs" and at timesa "competing 
political system" to the secular political 
system.” It controls more than250important 
gurdwaras and other charitable institutions 
with an annual budget of about Rs 40 crore 
(about $11.5 minion).” A gap of 17 yean 
from the 1979elections resulted from political 
violence in the form of the Khalistan move¬ 
ment. Elections to the SGPC determine the 
mainstream Akali Dal when there are com- 
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petii|g|iDq)*,«t)dip October 1996 provided 
I prov^ of the Akali Del (Badal) strength 
for the Mriuequent luembty elections. 

In 1996, thuK Akali groupi contested for 
primacy. Badal's group won that distinction 
in the parliamentary elections, but that 
electorate consisted of tion'Sikhs as well as 
Sikhs. Once again, the Akali Dal (Mann) 
Opposed even though all their candidates 
with the exception of Mann himself has lost 
their security deposhs in the parliamentary 
elections. A third group also emerged, the 
Akali Dal (Pamhic). It represented smaller 
Akali factions and tome religious bodies 
which in the parliamentary elections had 
formed the United Panthic Front in 
collaboration with Mann. All of their 
candidates lost their deposits in the April 
parliamentary elections, ^me minister Deve 
Gowda, nonetheless, supported this 
essentially pro-militant alliancein opposition 
to the Akali Dal (Badal) because of Badal’s 
alliance with the BJP. In addition, strong 
rumours maintained that theCongressd) also 
supported the Panthic andAmritsarfactions." 

Otberchallengers included the BSP which 
joined with the Panthic and Amritsar factions 
tocoiifront Badal. Dissidents from the Badal 
group who didn't receive tickets to contest 
could have posed an even more serious chal¬ 
lenge. But. Badal succeeded in persuading 
most of the rebel candidates to withdraw.” 
None of these seemingly formidable oppo¬ 
nents proved to be electorally significant. A 
landslide victory by the Akali Dal (B) clearly 
estdriished its preeminence with 155 out of 
the 170 contested seats in October, thus 
setting the stage for its massive assembly 
triumphafewmonthslaterinFebruary 1997. 

In retrospect, the assembly elections are 
a postscript to the preceding parliamentary 
and SCPC elections. Nonetheless, for the 
Akali Dal (Badal), this rather than the 
parliamentary elections is the big prize; the 
goal toward which all previous elections 
were directed. One question decisively 
answered is the effect of the BSP leaving 
Badal's Akali Dai alliance for one with 
Simraiyit Singh Mann's competing Akalis. 
Table 2 provides the easily read answer. 
Badal’s Dal continued its remarkable 
elecbrral comeback, while the BSPatid Mann 
each won only one seat. Results in Punjab's 
three clearly distinguishable regitms al» 
conTitmed the Badal sweep. It is especially 
notable in the Maiyha, the centre of Punjab's 
militancy, where Che moderate Badal-led 
alliance won 25 of the 27 seats. According 
to India's National Informatics Centre, 
Badal's Dal improved its electoral 
perfotmance compared to the parliamentary 
elections by a large 8.79 per cent swing in 
a comparison of asiembly segmenu. The 
B/P improved with a swing of 1.94 per cent, 
while the Congreiifl) declined 8.70 per cent 
and iu BSP partner drolined 1.93 per cent.’* 


There also Is a poiucript here to the 
parliamentary elections. Fornier Congress 
home minister Buta Singh contested a by- 
election teMlting from the accidental death 
of Basant Singh Khalta. The Akali Dal 
(Badal) leudiied the Ropar seat by 1,29,000 
votes further reinforcing its dominance. 

HAtYANA: The Three Lals 
C ommuE TO Rotate 

It is Bansi Lai’s turnin Haryana. A former 
Congress chief minister, the then Indira 
Gandhi’s defence minister during the 
emergency, Batui Lai returns to power in 
the twilight of his controversial political 
career. He still maintains a reputation for 
shaping up the bureaucracy and strongly 
emphasised his prior achievenrients in 
economic developincnt. But his appearance 
has softened with the years. It is not so much 
the strong man of the past that appealed to 
Haryana's voters, but the negative reaction 
to the two Lais who preceded him as chief 
minister, alliance politics, and the positive 
appeal of prohibition. 

Political patties in this equation are not 
highly salient. Devi Lai and his son Chauiala 
anchoronepattof Haryana's social structure 
symbolised by the Hindu jat peasant, about 
20 per cent of the state's population. Devi 
Lai alternatively has been a major leader of 
the state Congress Party, Charan Singh's 
Lok Dal. V P Singh's Janata Dal which 
elevated him to the post of deputy prime 
minister in 1989, and then to minor ‘nattonai’ 
parties. In al I cases, whateva the party name, 
Haryana voten recognise hit group as Devi 
Lai's party.** Chauiala took the political 
reins when Devi Lai went to adjoining New 
Delhi, but couldn't match the ran. His rough 
style of governing turned the innocuous 
.sounding 'Green Brigade' from a youthful 
support group to a feared gang of enforcers. 

Thcpublic'srcactionioihiscnminalisation 
of politics resulted in an electoral reaction 
catapulting the third Lai. Bhajan Lai, into 
power in 1991 as state leader of the 
Congressd)." Bhajan Lai has had a somewhat 


mailu Mm tiMft of the odMT Lais. Ayo Aom, 
Goya Ran, or switching from one party to 
another, originated in Haryana. Bhajan Ul 
is a master of this tactic whether it be the 
wholesale change of his group from one 
party to another as in I980,ofiitpenuadtiig 
opposition MLAs to join his group. A blatam 
use of money power is the consistent chaige 
of his opponents whether directed toward 
buying opponoits or in charging for every 
appointmem and service. Hit core suppoit 
has been in urban areas and among non-jal 
groups. Supporters don’t necessarily deny 
the charges of corniplion against Bhajan 
Lai.” They insist, however, thit he lives up 
to his promises or returns the money. 
Chautala, to the contrary, takes but doesn't 
deliver according to Bhajan Lai nipporters.” 

By March 1996, it had become clear that 
Bansi Lai would return to power, this time 
under a regional label, the Haryana Vikas 
Party (HVP) which he had earlier floated in 
(he 1991 elections. ‘Vikas’ emphasises his 
development orientation. More impoitam to 
his electoral triumph in the pariiamentaiy 
and assembly elections is the public's 
negative reaction to the two previous Lai 
regimes, his alliance with the BJP, and the 
championing of prohibition. As a conse¬ 
quence, the HVP - or more appropriately 
in terms of the political culture - Bansi Lai's 
party went from third to first position. 

BJP has limited support in Haryana, 
essentially limited to urban areas. It is even 
a smaller version of its Punjab counteqim. 
Haryana's new home miruster, Maui Ram 
Godara, described their conuibutionas: The 
BJP doesn't proviue much support, but 
imporiam when combined with the Vikas 
party"." Geograph.*.~ally. these areas are 
where the HVP has been weakest. It also 
provides the single siale, regional HVP with 
a national political window. 

Bansi Lai, a jat Hindu from the rural 
southern Bhiwani district, typically aggre¬ 
gates the jal voteof his area al^ with mixed 
rural and urban support elsewhere. Thus, the 
HVPand BJP suppoit bases are more comple. 
mentary than conflictual in a patten 
comparable to the A kali Dal (Badal) and BJP 


longer tenure as a Gongress leader, but party 
loyalty is no more a characteristic which 

Tasle 4: Results of Haryana Assemily Elections- 90 Seats, Aim. 1996 
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alliance m Punjab. It it conceivable that the 
Sanintu Party of Devi Lai and Chuutala, if 
it huiln’i failed to conclude an alliance with 
the BiP, could have won the elections.'’ 

Prohibition resonated with Haryana's 
voters toasurpri.singdcgiec. A local journalist 
captured it import with the phrase, “Bansi 
Lai is the same as in 1991, but he added 
prohibition and it husclickcd". He described 
the 'movement' as starting in 1994 in 
Pabnawa. a village near Kurukshetra. Women 
made men wear skirts when they misbehaved 
due to alcohol. It spread with strong .support 
from the Arya Samaj. That apparently is the 
Kurukshetra pcrspccti ve. Its rexsts arc deeper. 

In March 1994. while engaged in research 
in the southern part of the stale, in Rohtok 
district, I accompanied a literacy team to a 
village. Embedded in the simple sentences 
of the exercise materials wen: dear me.s.sages 
about the abuses from alcohol, especially 
against women and children. These were 
repeated in slogans boldly sketched on the 
walls of housc-s and compounds. Women 
and children from all castes were engaged 
in the literacy programme enthusiastically 
welcoming the team and manifesting pride 
in thcirdevcloping literacy. Nor did the men 
manifest any opposition which I could 
observe. To the contrary, late in the afternoon, 

{ accepted their invitation to join in their 
'hookah' group. 

A comparable phenomenon swept Andhra 
Pradesh earlier where grass roots mobilisation 
forced a very reluctant stale government to 
establish prohibition. Now, the revenue and 
enforcement problems have become serious. 
Andhra is one of India’s largest states while 
Haryana is a relatively .small one. I n.skcd the 
obvious questions to the state's new home 
minister. How could prohibition be enfoiccd 
with Haryana bordering Delhi. Punjab. 
Rajasthan, Himachal Pradesh. Chandigarh 
and Pakistan? What about the lost revenues? 

Mani Ram Godara acknowledged the 
problems, but expressed confidence in the 
continuance ofthe popular support registered 
during the elections. All religious and social 
societies such as the Arya Samaj and the 
Sanatan Oharm support prohibition. The 
people will co-operatc with enforcement, he 
maintained. He enumerated prohibition as 
the number one priority indicating the serious 
attention to be given to this issue. The others 
are irrigation and water, electricity, security 
(law and order), and good administration. 

Law and order, and corruption, received 
special emphasis as Mani Ram identiTied 
these problems with both the Devi Lai and 
Bhajan Lai regimes. Daily reports come in 
from every district. Follow-up also is daily 
with Bansi Lai going to sleep at I or 2 am 
afterpboning every district. A detailed report 
is tent on fax. Mani Ram, approximately 70. 
smiles grimly and says: '*1 used to sleep. 
Now I don't trying to eliminate this 


corruption’’. Thus, in his words, ’’people 
require good government” and that will 
maintain support for prohibition and 
compensate for lost liquor revenues. 

Problems of governance most specifically 
involved the floods of early 1990. In March, 
the same stories were repeated to me by a 
wide variety of respondents, and in detail. 
First, flood control cither was mismanaged 
or deliberately benefited a favoured few to 
the cast of most of the population, especially 
in southern Haryana. Secondly, enormous 
resources were devoted to the consequences, 
but "instead of relief, corruption...everyone 
knows it."*' A Congress MP acknowledged 
the devastation from the floods, but 
cmpliasiscd that Rs .‘i70 crore went to relief." 

Conclusion 

Governance .supersedes the elections as 
(he highest priority. Normal politics should 
have the result of further increasing the 
importanceufdeliverjng the goods. Regional 
parties replaced the Congress Party in both 
Punjab and Haryana as a consequence of the 
elections. Populist promises invariably arc 
involved in elections raising expectations. 
In both states, the winning coalitions have 
empitasised the availability and price of 
posver (electricity, especially for farmers) 
and water. Major public services, however, 
such as electricity and water already are 
being heavily subsidised. 

Haryana's new home minister has an 
approach to this problem that opposition 
parties in the U.l as well as India find to be 
difficult when they assume power. He esti¬ 
mates that there is an electricity loss of about 
40 per cent due to the theft of electricity by 
corrupt government officials. “I f we can pro¬ 
duce cheaper, there is no need for subsidy”. 
This is especially rcicvam, he adds, as there 
is a revenue loss of Rs600 crore over prohibi- 
tkm.Thus. “other saiors cannot be subsklised”.’' 

Estimates of Akali election promises tun 
in the range of Rs 600 on top of an inherited 
deficit of Rs 6,(XX) crore (approximately $ 

2 billion). Hard reality is that rural political 
pressure in these heavily agricultural slates 
and vote banks of the poor in urban areas 
make it difficult to reduce subsidies or deal 
effectively with Illegal power connections. 
Nonetheless, in his first press conference, 
chief minister Badal announced the abolition 
of land revenue and iKtroi in Punjab. In 
addition, he declared that "from tomorrow, 
no electricity tariff would be charged from 
farmers fur operating tubewells and for canal 
water irrigation”." 

Elections in both st^es appear to have laid 
to rest political concerns that earlier were 
dominant. In Punjab, “if rnilitams still exist, 
they don’t operate openly”.*’ Accordingly, 
the lime for sympathy politics is over. Thus, 
Beant Singh’s widow didn’t win a 
parliamentary seat even (hough her chief 


minister husband had been aisasiinated 
a spectacular bombing in 1995. On the othi 
sidcorihepoliticalequation,Siinni(jitSitt 
Mann and his group statewide, Kirpal Sin 
in Amritsar and othwallegedly pro-militan 
also were defeated. 

In Haryana, Bansi Lai’s re-emergence ‘ 
1996 after failing In 1991 provides evident 
(hat it is his development reputation -' 
enshrined in the name of his regional part 
and anticipation of being able to enfoit 
prohibition that are attractive. A by-eiectir 
to the Jhajjar assembly seal in October 19f 
went to the H VP with an even larger margi 
than anticipated even though (he oppositio 
expectations were high following th 
imposition against election promises of nr 
(axes. Dcvciopineni and prohibition arecite 
as major reasons forthe result."The negaliv 
side of politics in terms of voting againi 
others such as (he two preceding ruling group 
also IS normal politics. The anti-Gree 
Brigade reaction, so important in the 199 
elections, faded in 1996 to the extent llu 
I ts former leader, Jai Prakash, contested unde 
Bansi Lai's Haryana Vikas Party symbo 
Finally, the attempt by Devi Lai to captur 
a sympathy vole by appealing to elect hi 
son bcfuie his death failed. 

One journalist expressed (he viewsof man 
interviewees in stating that ‘hwhetheryou ca 
deli ver the goods or not is the major considen 
tion...This country will have managers, ik 
ideology.”*' Neither India nor any of it 
states arc so predictable. Nonetheless, issue 
revolving around economic concerns, grou 
alignments and splits, corruption, and loci 
situations dominated in 199^97 rather tha 
broad electoral waves. Thus, the importanc 
of regional parties notonlycontinuedalong 
term trend, but a quantum leap look place 
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Development and Deprivation in Karnataka 

A District-Level Study 

ViDod Vywolu 
BPVaai 

Applying human development index to districts of Karnataka, certain features of development in the state stand 
out. In spite of the variety of HDls, the ranking among districts is more or less stable. But there is a high range 
of variation within the state reflecting large intra-state disparity in development. This suggests that sustained 
political support to an across-the-board improvement in each district is essential if the HDI is to show improvement. 


I 

THE publication or the UNDP's Human 
Development Report in 1991 brought in a 
new depth into diicuuions of economic 
development First, it addressed the well 
known issue of the inadequacy of income 
measures of welfare in a positive way by 
suggesting concrete alternatives. Two. it 
brought into the mainstream political agenda 
the importance of a people-centred process 
of development as contrasted with a goods 
or commodities centred process of 
development. Three, it focused attention, in 
the international community, on the 
immediate problems of the developing 
countries in a critical but helpful way. Fbur, 
by pointing out the widely different ranking 
of some countries on the gross national 
product (GNP) scale and the human 
development index (HDD scale, it pushed 
forward the debate on alternate types of 
policies to promote or foster true 
development. It led to a finer understanding 
of what development is all about. Finally, 
by the gradually increasing scope of its 
subsequent reports, it has shown that the 
debate it has started is a substantive one, not 
a flash in the pan that will disappear. It has 
spurted contributions by many others, and 
our collective imderstanding has increased 
greatly as a result. 

For all these reasons, it is not surprising 
that the HDI has had a tremendous impact 
in the world of donors. The aruiual HDI 
rq>ort it as keenly awaited by economists 
as the World Baiik’t World Development 
Report. The ddsaie on strategies for human 
development is now being pursued 
vigorously in different countries from 
different perspectives. The HDI riebate hat 
had a major impact in redirecting policy, and 
aid as well. Ithas hadanimpactin 'soft^g' 
some aspects of the structural adjustment 
prog ramm es (SAPs) that are an int^ral part 
of the Washingtrm consensus.' And the 
resulting lileratine is very rich in the hntglUs 
it offers. 

India has been no exception to this trend. 
In fact, many of those who contributed to 
the evolution of the original HDI and to iu 
subsequent refinements have been Indians.’ 


India has taken these reports very seriously 
HDls have been calculated for the states.* 
The government of Madhya Pradesh (MP) 
has sponsored a study of HDls at the district 
level through a voluntary organisation.’ The 
MP effort gains credibility from the fact that, 
while the government supported the effort, 
and helped in the dau collection, the 
methodology was independently deveh^ied, 
and the report was alsoindependeniiy written. 
Its acceptance is shown by the fact that the 
chief minister of the state has written a 
foreword to the report. It has provided a 
model forco-operation between government 
and independettt agencies. This pioneering 
effort has led to a lively debme on many 
issues. 

In a workshop in Bhopal recently* these 
issues were widely discussed. It was also felt 
that other slates should join this effort to give 
adeeper dimension to tiK local development 
process. It was recognised that the MP report 
would help the other states, but that they 
would go their own way in preparing thdr 
HDI reports. 

Equity In some sense bss always been part 
of India'sm^goals. In aiticle38 (Directive 
Principles of State Ptrficy), this is clearly 
specified. Gause 2, which was included as 
part of the 44th amendment in 1978, itatts; 

The state shall, in particular, strive to 
mintmiie the inequalities in income, and 
endeavour toeUmintleinequaUlies In status, 
fadlltiei and apponuniiict, not only amongst 
individuals but also among groups of people 
residing in different areas or engaged In 
different vocarioBs. 

This process has now gsthefedmim en tum, 
and has coosiderabte political support. It was 
emphasised that thrs exercise has become 
particularly rdevairi in the context of the 
73rd and 74th araendmeots to the 
Constimtion, which have given new life to 
local tdf-goveniance in the country. It was 
also recogniaed that there is still a way 
to go, even in MP itself, to altidn Ite goels 
that tiM HDI talks of. 

In this paper, we attempt to calcnlaie HDls 
for the districts (rf Kamau^ No cflbrt bas 
been made to go to the districts and generate 
primary data. TIui U diffle^ for individual 
letemdien working akaie. We have uaed 


readily available datafiram stale government 
sources. There has been some problem in 
getting hold of recent information; life 
expectancy from the 1991 Census, we were 
surprised to find, is not yet available. But 
then, this is the reality we have to work with. 
Enough is available for the first step. 

It is interesting that we could get so far 
on easily available information.’ Perhaps 
this wouldbe the case for other states as well. 
We hope that this initial-and undoubtedly 
prdiminaiy - effort will be useful in getting 
thedebalestartedin Karnataka anddsewbere 
as well. 

This paper is organised as follows. In 
Section II we discun the UNDP's concept 
of the HDI. This is meant to provide a 
background to the discussion that follows 
in Section HI. In Section HI we discuss our 
concept of the HDI, the adjustments we have 
made, and the data sources we have used. 
Wethen present theresullsofowcalculations. 
In Section IV some implications of the HDls 
ate discussed by way of conclusion. We 
repeal that Ibis may be a condusiaa of the 
paper, but it is not the end of the debate. On 
the contrary, we hope it will start a focused 
debate in real earaest 

n 

The HDI is a combination of income, 
literacy and life expectancy figures. What 
does tbit number mean? How does it differ 
from the well known growth rate used in 
ecoDomic literature? 

Recognising tfaeinadeqiiacy of the income 
measure of human wdfaic, the HDI irlet to 
capture other important dimensions of 
devetopaent. TMi can be done firom two 
sides. One is foe income side, reflected in 
the tverage purchasing power of the 
populatkMi, in per capiti termo. Exchange 
rate fluctuations are known to eauie 
distortions in international income 
compariaona. To get over this difficulty, a 
measure called pwchising power parity. 
wMch triee to ciqitiin whm a standard dollar 
canbuyinaoyeoonoiay.haibeeodevcloped. 
The HDI Biea the per capita Income in 
purchaahig power parity terms to capture 
this aspect rf deve i op n i wil . Such data am 
pubiii h cd amwally by foe World Bonk in 



World DevelofMiMRcpoiti. Thus, wUle 
BOgnifing thiit income meMurei are 
idequme, the HDI does not do away with 
It recogniiea that Income leveli are 
nrtant, and that any meanire of human 
dtee nmat give tome wei^uap to thii 
riaUe. h thin leda to tupplemeiit an 
mine raeestuc, not replace it 
The other dimeDiion of welfare is the 
piMlity aspect. HowcapaMearethe people 
taking advantage of oppottunitics? Do 
:y sufo from deprivation in tenns of 
labilities? Clearly, education is an 
portant aspect of such capability. If we 
ae not fortunate enough to ^ a good 
ucation in our early yean, we would not 
in a position to write papers like this one. 
It a necessary pre-condition for education 
literacy. Only when this hat been fully 
hieved can tte focus shift to education. 
St than lOOpercentiiteracyistdeprivation, 
tonlytotheindividuals. bin alto to society. 
BWhighly educatedIndividualsinalaigely 
Iterate society cannot hope to garner the 
nefiu from knowledge for the good of 
:iety. History tells us that theaverage level 
education hn to be high. Some six years 
schooling seem to be the absolute 
nimum. We are far from this situation in 
lia. 

Thui. in India, the literacy rate may be 
ittidoed at a relevant variable to capture 
t aspect* of ciqwbility or deprivation. It 
his that the UNDP uses in its international 
mparisons, along with mean years of 
looling, to obtain more refined estimates 
fully Nterate sociedes. We can move on 
mean years of schooling when literacy 
ets have been achieved. 

3ne must alio becapaUc of enjoying what 
ivailaUe. For this health is essential. 

not easy to measure health, which is not 
I the absence of disease, but a positive 
te (rf well being. If an individual does not 
joy a positive state of well being, these 
ain soiiK kind of depti valioa. However, 
.mor lodetica, the oirerall conditions of 
diition, access to drinking water, etc, are 
ao poor llmt we need a variable to reflect 
•e facUin. In such a situation survival is 
itaelf a big thing. And to life expecuncy 
I been chosen at a variable to reflect this 
Mct of welfare. Another vuiable which 
yreflectlheiefacionistheinftml modality 
a. 

*br each indicaior, the maximum and 
nimum values across countries are 
unined. In life expectancy at birth, for 
unple, it mgei from a low of 2S to a high 
5. The relevant figure for each coumiy 
haaplacedinlhe range between these low 
- h^ vahMt. The Mgh value lepreaenu 
mhatacniallybeena^leWlThedisuiioe 
m that value U a measure of deprivation 
lhai am. TUi gives ha i^ve position 
the comity of natioM. This ptocedm it 


canied out fer all three selected intficaon. 

Then an unweighted avenge of the three 
indicatafs--per capita income in purchasing 
power parity Mtina. the level of capabilities 
reflected in the Ihency rate, and the avenge 
life expectancy a bi^ - is taken. This is 
simple. The three values sre added and 
divided by three. The HDI then is I minus 
this value. Togerfaer. counuies are ranked, 
and this ranking in itself suggesa interesting 
possibililieB for the pdicy-maker. Thus, the 
HDI in isolation is not really a meaningful 
number. It is as a position indicaior in a scries 
that tends to be most useful. 

A few caveats may be in order. The HDI 
is not a very simple concept. The ranking 
of acounity can change when nothing within 
has changed. When the Soviet Union 
diaintegrated into a doxen countries, India’s 
relative ranking came down, not because of 
a decline in India, but because ail the 12 ex- 
Soviet republics, were ahead of it. They 
always had been, but now, instead of one 
country, the USSR, the HDI included each 
as a separate country: the total number of 
countries increased. 

The HOI has to be carefully and sensitively 
interpreted. Within limited contexts, the value 
itself may have aome meaning as a relative 
measure, but the HDI has so far not been 
used in this way in the literature. It may be 
worth attempting h in a lar^ project. We 
do not venture into this exercise here. 

A high tank does not mean that in absolute 
terms the country is well off. The numerical 
value that is calculwed, means little in itself. 
A great deal depends upon how the range 
was selected.* A great deid depends upon the 
appropriateness of the chosen indicaior. A 
g^ deal depends upon the universe of 
comparison. Literacy, for example, may be 


agoodhidlcmorlnlhedevelopiiigcountriei, 
bid it does not brfpio provide a ranking in 
say, the countries of western Europe, all of 
which have 100 per ce« Itoacy.'' It does 
not iwttwnatieally mean thm the population 
hasthetequiiedcapabaiiieitotakeadvaauigB 
of theavailaWe opportunities. Tbereisicape 
for coastraclive rflasent and fhiitflil debate 
here. 

The HDI is only as good as the date on 
which it is based. In many countries, the 
is weak. We pride ourselves in 
Indiaon ourexccMcmstatistical systems, but 
at thed istrict level. there are serious prohleiBS 
of data reliability." In fact, in the Bhopal 
workshop, one of the justifications for 
undertaking the HDI excrtise was that H 
would lead to an appnciatioa, and hopefully 
a toning up, of the ground level sfatislics! 

The HDI does not change very fesL The 
variables that have been chosen for inciusion 
in it are those that change slowly with tme. 
Dramatic improvements in literacy are 
unlikely to be reflected in an annual or 
biannual HDI. Health parameters also need 
time to manifesi tbemseives. Thus, as a 
monitoring tool, the HDI can only be used 
over the longer ran.'* Its sueitgib derives 
from the fact that it highlights inadequacies 
in areas that are considered ifhpoitsM, and 
towards which policy inhialives must be 
directed. It is accepted that such mkialives 
will have an in^MKtai best over the medium 
term. Those looking for quick fix soludam 
will be disappointed in the HDI. 

It may also be noted that it is importam 
to distiaguith between consumption and 
investment aspects of human developmcnL 
Primary education is a soaai investment, as 
is public health. But university education 
may be seen as an individuai's inrestmenL 


Tasle I. DiSTaiCTwn LmsACv RAns, IMR. Lire Exhctahcv and Rxal to Canta hicosai 


Districts 

Uterary Rales (Per Cent) 
Males Females total 

IMR 

Ufe 

Expectancy 
at Binh (Yean) 

toCqiim 

Rari 

Bangalofe 

77.59 

60.86 

69.64 

31 

64.72 

3923 

Belgaom 

M.65 

38.69 

53.00 

64 

61.27 

2360 

Bellaiy 

58.71 

31.97 

45J7 

83 

35.83 

2006 

Bidsr 

58.97 

30.53 

45.11 

67 

60.27 

1626 

Bijapur 

69.69 

40.06 

55.13 

76 

60.64 

2030 

CMkmaialar 

70.56 

51.31 

61.05 

67 

60.44 

2692 

CSutndiiiga 

66.88 

43.36 

55.48 

71 

59.94 

2194 

Dskahn Kannada 

84.40 

67.96 

75.86 

38 

68.91 

2611 

Dharwid 

71J7 

4SJ0 

58.68 

71 

59.94 

I9S4 

Qatbaiga 

52.08 

24.49 

38.54 

67 

59.94 

2063 

Hastan 

68.87 

44.90 

56.85 

64 

61.27 

2034 

Kodago 

75.35 

61.22 

68.35 

34 

64.02 

3678 

Kolar 

62.69 

37.75 

50.45 

62 

61.60 

1383 

Mandya 

59.18 

36.70 

48.15 

66 

60.60 

2X4 

Mysore 

56.23 

37.95 

47 J2 

63 

61.44 

2399 

Rskhar 

49J3 

22.13 

33.96 

73 

60.45 

I7SS 

SUmoga 

71.24 

51.42 

61.33 

66 

60j60 

2644 

Tnadmr 

66.49 

41.93 

34.48 

70 

60.11 

1899 

Uttar Kaanadt 

76.39 

56.77 

66.73 

59 

62.62 

3042 


NMs; UletacyraKi are based on 1991 CcMua; MR (iafantmotiaiiiy rate) as perthaeMwmitMl 

per ci^ hwome is ia rapees fbr the year 1993-94. 



SupeniK’L'ialityhiispitalsmaybcinthe nature 
o<' consumption tor iiose who can afford 
them.Wi hin -ach, .here may be a hierarchy 
of needs or requirements. Futther, time 
hon/opsmay vary. Ii is po isible to introduce 
difTcrenl discount rates and gestation Ings 
into the discussion. In this way, it is possible 
to take the analysis much further. Again, this 
is a task we leave for the future. 

The process of working out the HDIs is 
important in itself. It requires debate and co¬ 
operation from diverse groups of people, if 
the fnal result is to have credibility and 
command acceptance. It is in this spirit of 
debate that we have undertaken this exercise 
for one stau;. Karnataka. 

We have MDIs for India and for the states, 
Madhya Pradesh has an HDI for each 
district, fn the next section, we present some 
HDts we have calculated for Karnataka’s 
districts. It is to see what insights we may 
get, limited as they may be, by this exercise. 
We now di.scuss the da'a available for this 
exercise. 

Thedepaitment of economics and statistics 
(DES) of the Karnataka government has 
provided us with a series of district n't 
domesttc income figures ~ the equivalent: t 
the district level of national income estimates. 
Given the difficulty of this task, the 
department must be congratulated for its 
effotts. The DES has also given us this figure 
in per capita terms. Since we are only going 
to use this figure within India with other 
Indian HDIs, we can use the constant rupee 
figures given. There is no need to worry 
about the complications of purchasi ng power 
parity. To that extent, the calculation of this 
HDI is somewhat simpler than the 
international ones presented by the UNDP. 
We can use this for 1991 for which data are 
available. 

The literacy figures loo are available for 
both 1981 and 1991 from the census. 
However, which literacy figure should we 
UK? The average? 'The average for India or 
Karnataka? Should wc uk the figure for 
male literacy, which is much higher than 
that for female literacy? Should we uk the 
lowest figure, as it may be expected to reflect 
the position of the worst ofT Or the best, 
as it may reflect what people are capable of 
doing? What range should we uk? That 
between the distnets of Kamauika only, or 
that between the best and the worst in India 
as a whole? There are merits to each 
procedure. 

All this raises is.suec of equity, and of our 
own personal value system with which we 
see the development process. In part the 
value of the HDI comes from bringing 
thcK differences to the fore. By specifying 
alternative norms, we can bring tltCM into 
the open in a way where the basis of the 
diRerencescan becicarly understood. ThoM 
who have a low tolerance for inequality may 


well like to reduce the gaps. ThoM who feel 
a ceilain level of inequality is a pwt of the 
natural order may focus on something elK. 
In each care, the calculation of the releva.i( 
HDI will differ. 

The same question arises in the context 
cf the third variable used In constiucting the 
HDI; avenge life expectancy at birth. For 
example, women tend to live longer than 
men. On this basis they will have a alight 
edge in the HDI vu-a-vis men. Should we 
then UK male life expectancy becaux that 
slower? What are theimpUcations, especially 
political, of this? To what extent should 
gender issues be included in the HDI? Is the 
sex ratio adequate to reflect these 
differences?” And so on. 

Should we uk infant mottaiity, as it reflects 
the difficult conditions that a child must 
survive to eqjoy life at all? Which measure 
of infant mortality would be appropriate in 
this context’’ There are other indicaton too 


that must beconildend in such an exercise. 
An obvious one if mabnitridon. In a country 
where two out of three children suffer flom 
malnutrition, there is a strong care for 
reflecting this problem in any HDI. There 
is even a ciK for a method that distinguishes 
between the various grades of nutrition. But 
are nutritionaldataavailablettdistrict levels? 
Are they available by gender? Can we uk 
data from the monthly progress repoits of 
thelCDS?What about mortality in cfaildbiitb? 
A high figure obviously reflects both gender 
biases and poor health conditions. ThcK are 
all serious questions requiring careful 
consideration. We have rais^ the questions, 
an'^ we move on. 

Tre 1991 Census has not yet released 
figures on life expectancy at biith. In fact, 
we were surprised thattheiesultsof the 1981 
Census have just been released.” It is well 
known that tte life expectancy for women 
is higher than for men. Yet, we were unable 


Table 1: Detrivaticm Indices - Alternativb A 


Districts 

Males 

Uletacy Rates 

FCmalci Total 

IMR 

Life 

Expectancy 

Income 

Bangalore total 

0.19S2 

0.1704 

0.1645 

0.2979 

0.3202 

0.010$ 

Belgium 

0.5090 

0.6455 

0.5772 

0.5745 

0.5843 

0.0702 

Bellary 

0.7367 

0.7895 

0.761J 

1.0000 

1.0000 

0.4816 

Bidir 

0.7293 

O.SHUVt 

0.7728 

0.6383 

0.6605 

0.9473 

Bijapur 

0.4219 

0.6161 

0.5243 

0.8511 

0.6324 

0.4522 

Ciuknugalur 

0.3969 

0.3750 

0.3776 

0.6.383 

0.6477 

0.0611 

Chiiradutga 

0.5025 

0.5454 

0.5157 

0.7447 

0.6854 

0.2512 

Dakshin Kannada 

0.0000 

0.0182 

0.0101 

0.0000 

0.0000 

0.0660 

Dharwad 

0.3737 

O.SOU) 

0.''364 

0.7447 

0.6854 

0.5085 

Galboiga 

0.9270 

0.9500 

C.3358 

0.6.596 

0.6854 

0.4093 

Hasson 

0.4452 

O.SI26 

0.4816 

0.5745 

0.5843 

0.4473 

Kodogu 

0.2594 

0.1626 

0.1965 

0.3617 

0.3740 

0.0183 

Koiar 

0.5227 

0.6657 

0.6405 

0.5319 

0.5586 

1.0000 

Mantfya 

0.7232 

0.6882 

0.6976 

0.6170 

0.6356 

0.2389 

Mysore 

0.8078 

0.6615 

0.7181 

0.5532 

0.5714 

0.0859 

Raichur 

1.0000 

1.0000 

I.OOGO 

0.7872 

0.6469 

0.7916 

Sbimoga 

0.3772 

0.3727 

0.3655 

0.6170 

0.6356 

0.0642 

Tumkur 

0JI37 

0J762 

0J405 

0.7234 

0.6726 

0.6617 

11 tuir Kannada 

0.2297 

0.2580 

0.2365 

0.4681 

0.4807 

0.4374 


Tables 
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Distriets 


Literacy Rates 


IMR 

Ufe 

tacome 


Ktales 

Females 

~T5a 


Expectancy 


Bangakne utal 

0.4440 

0.5028 

0.4740 

0.4563 

0.5250 

0.0105 

Belgaum 

0.6608 

0.7875 

0.7338 

0.6681 

0.7095 

0.0702 

Bellary 

0.8181 

0.8739 

0.8499 

0.9940 

1.0000 

0.4816 

Bidar 

0.8130 

0.8924 

0.8570 

0.7170 

0.7628 

0.9473 

Bijapur 

0.6006 

0Pl699 

0.7005 

0.8799 

0.7432 

0.4522 

Chikmagalur 

0.5834 

0.6254 

0.6082 

0.7170 

0.7538 

0.0611 

Chitradurga 

0.6563 

0.7275 

0.6952 

0.7985 

0.7802 

0.2512 

Dakshin Kannada 

0.3092 

0.4116 

0.3769 

0.2281 

0.3012 

0.0660 

DhMwad 

0.5673 

0.7039 

0.6452 

0.7985 

0.7802 

0.5085 

Cnlbarga 

0.9495 

0.9700 

0.9596 

0,7333 

0.7802 

0.4093 

Hasian 

0.6167 

0.7079 

0.6737 

0.6681 

0.709.5 

0.4473 

Kodagu 

0.4884 

0.4981 

0.4942 

0.5051 

0.5626 

0.0183 

Koiar 

0.7393 

0.7996 

0.7737 

0.6355 

0.6916 

1.0000 

Mandya 

0.8088 

0.8131 

0.8096 

0.7007 

0.7454 

0.2389 

Mysore 

0.8672 

0.7971 

0.8225 

0.6518 

0.7006 

0.0859 

Raichur 

1.0000 

1.0000 

1.0000 

0.8310 

0.7533 

0.7916 

Shinwga 

0.5698 

0.6240 

0.6006 

0.7007 

0.74S4 

0.0642 

Tumkur 

0.6640 

0.7460 

0.7108 

0.7822 

0.7712 

0.6617 

Uttar KiMudB 

0.4679 

0.5553 

0.5194 

0.5866 

0.6372 

0.4374 



to let a lendenvlae breakdown for life 
expectancy. In (his situation we have had to 
resort to reasonable assumptions. We have 
used the life expectancy figure for the tmal 
population. We have assumed that in 1991, 
life expectancy had increased by 5 per cent, 
and thiu IMR had declined by 3 per con, 
uniformly for all districts within Karnataka 
from the Misra e; al flgurcs. Other 
assumptions can easily be made. It becomes 
a matter of arithmetic. 

Table I presents the variables that go into 
the nuking cf the indices of deprivation. 
There isno oneanswertothissetof questions. 
The index we choose will highlight the aspect 
we consider important, and in snidying these 
indices, Wi. may be helped to formulate 
priorities forthe development process. Thus, 
what we do here, subject to date limitations, 
is .V piesen! a set of HDls for .;acb district 
k iCamataka. We rank each distnev along 
each to provide an idea of relative position 
of the districts. Which one reflects our 
concerns most closely? It is not an easy 
question to answer. 

Thus, we can build a set of indices using: 

* the per capita district income as give.i 
by the DBS, govemmem of Karnataka. This 
can be adjured in various ways. 

* each of the difTcrent literrry .igures - 
the male literacy rate, the female literacy 
raa: the overall average, the female tribal 
liie.'acy rate and so on. For each one, in 
combination with the other two variables, 
we get a ipeciflc HDI. 

* each type of life expectancy figure - 
malelifeexpectai'Cy femaleli,'eexpectancy, 
and tribal life expectancy. Here too. each 
coribinaticr. gives us a different HDI. 

Other irxl.cai .^rs could also he used. There 
IS great scope for innovation here. There is 
also the danger of getting lost in numbers 
and cakulatians that may mean little. One 
has to proceed cautiously. 

Based on considerations of data 
availability, we present six HDls as follows; 
HDI-I: income.lifeexpectatKy.total literacy: 
HDI-2: ineomc, life expectancy, male 
literacy; HDI-3; income, life expectancy, 
female literacy; HDI-4: income. IMR arid 
total literacy ; HDI-3: income. IMR and male 
literacy; HD2-6: income, IMR and female 
literacy. They are in no special on rr. In our 
view, the one wc choose to use depends on 
the purpose in hand. Wc present all of item 
v/nly to highlight ti e puti'niial in the H!i/I. 
Other HDls are easily calculated, as required, 
when data are available. The procedure for 
the caicuUkion is as follows: 

kl) Oefuie the district measure of depri¬ 
vation of the basic variables. 

(a) Health; Life expectancy at birth and 
the infant mortality ratio un^ 3. 

(b) Sducaikw: The male literacy rate, the 
female IHency rate, and the total population 
htttacy rate. 


(c) Income; Per c^iha diitrict income 
in constant nipnei. We have made no effort 
to correct for regional variations in price 
levels. 

(2) The minimum and maximum value of 
each indicator was identified from available 
dau, according to some criteria that must be 
specified. Onr criteria are given below. 

(3.1) The deprivation index for the jth 
district for ith variable Is defined thus: 

I,« tMax,(X^-X^MaXj(X,)- Min/X^)] 

(3.2) An average deprivation indicator 
(IJ) is defined as the average of these 
variables: 

1, = l/3[g 1-1,3 

(4)TheHDIis I-the average deprivation 
index: 

[HDI], - [l-i,]. 

kS) Instead of givi.-.g the same weight to 
all levels of income, income above a certain 
threshold level can be diacounied^to reflect 
the diminishing marginal utility of money). 
Atkinson’s formula for the utility of money 


is Utilised for this purpose, just as m the 
UNDP cakulaiions. 

w(y) my for 0 < y y* 

* y* + 2ty-y*]“ fory*<y<2y* 

= y* + 2y*‘" 

+ 3Iy-2y*]''’ for2y*<y<3y* 

= y* + 2y*'" + Sy**'’ 

+ 4fy-3y*J'* ror3y*<y<4y» 

and so on, 

llie districts for which the income had 
been adjusted according to this formula are 
Bangalore. Belgaum. Chickmagalur, 
Dakshin Kannada, Kodagu, Mysore and 
Shimoga. These are the districts with an 
income level above the state average The 
calculations have been made using adjusted 
income for these districts. 

As we do not have poverty ratios, and 
hence gini coefficieiits. at the district level, 
inequality aspects have not been taken into 
accou. 1 t. This can be done when data 
avaiiability improves. The results of (his 


Taile 4; Human DevELopMEwr Indvois - AumNATive A 


Oistriett 

HDI-I 

HDI-2 

HDI-3 

HDM 

HDI-5 

HDI^ 

Bongaioie loud 

0.8349 

0.8247 

0.8330 

0.8424 

0 8321 

0.8404 

Brlganm 

0.5894 

0.6122 

0.5667 

0.5927 

U6I54 

04699 

B-lloiy 

0.2523 

0.2606 

0.2430 

0.2523 

1 2606 

0.2430 

Bldar 

0.2065 

0.2213 

U.1905 

O-IISC 

0.2284 

0.1980 

Bijapur 

0.4637 

0.4979 

0.4331 

0.3908 

0.4250 

0.3602 

Chikmigalur 

0.6379 

0.6314 

0.6387 

0.6410 

0.6346 

0.6419 

Chitradorga 

0.51.59 

o.5:;03 

0.5060 

04061 

0.5006 

0.4863 

Dakshin Kannada 

0.9746 

0.9780 

0.9719 

0.9746 

0.978(1 

09719 

Dharwad 

0.<566 

0 47^5 

0 4333 

C.4368 

0 4577 

0.4136 

Gulbarga 

C.:.232 

0.3261 

0.3185 

0.3318 

0J347 

0.3271 

Hossan 

0.4956 

0.5077 

0.4853 

04989 

('.SI 10 

0.4886 

Kodagu 

0.8057 

0.7827 

08I5U 

0SC7S 

0.7868 

0 8191 

Kolar 

0.2O70 

0.2729 

0.2386 

0 7759 

0.2818 

0 2675 

Mondya 

0.47)0 

0.4674 

0.4791 

0.4827 

0 4'’36 

0.4853 

Mysore 

C.5415 

0.5 i 16 

0..'.604 

0.5476 

0.5.77 

04665 

Raichur 

0.1872 

U 1871 

0.1872 

0.1404 

0.1403 

0.1404 

Shimoga 

0.6il9 

0.6410 

0.6425 

0 6511 

0 6472 

0.6487 

Tumkur 

0.3751 

0.3840 

0.3632 

0.3581 

0..367I 

0.3462 

Hilar Kannada 

0.6151 

0.6174 

0.6079 

0.619.3 

0.6216 

0.6122 


Table 5: Human DEvnra-i^iarr Indices 

- ALTEXHAr.Ve B 


Disiricli 

K3M 

HDI-2 

HDI-.3 

HDI-4 

HUI-5 

HD(.6 

Bangalore tolil 

0.66.35 

0.6735 

0.6539 

0.6864 

0.6964 

0.6768 

Belgaum 

0.49SS 

0.5198 

0.4776 

0.5093 

0.53.36 

0.4914 

Bells.'/ 

0.2228 

0.233i 

0.2; ^8 

0 2249 

0.2355 

0.2169 

Bida 

0.1443 

0.1593 

0.1325 

0.1596 

0.1742 

0 1478 

Bijapur 

0..3680 

0.4014 

0.3449 

0.322S 

0.355S 

0.2993 

(Thikmugalnr 

0.5256 

0.S3.’9 

0.3193 

0.5379 

0..5462 

0.5322 

Chiiradurga 

04245 

0.43;4 

C .4137 

0.4184 

0.4314 

0.4076 

D !K..Akn Kannada 

0.7S;'. 

0.7745 

0.7404 

0 7763 

0.7989 

0.7647 

Ohaiwad 

0.355.3 

03813 

0..335S 

0.3493 

0.37.52 

0.3297 

Culbafga 

0.2837 

0.2870 

0.2802 

0.299.3 

0.3026 

0.39S8 

Haisan 

0.3898 

0.4088 

0.3785 

0.4037 

0.4226 

0J9» 

Kodagu 

0.6416 

0.6456 

0.6403 

o.oeot. 

0.6627 

0.6995 

K«l:. 

0.1712 

0.1 C?7 

0.1696 

0.1969 

0.2084 

0 1183 

Mondya 

0.4020 

0.402.3 

0.4008 

0.416' 

0.4172 

o/rsi 

Myfore 

0.4637 

0.4488 

0.4722 

0.4799 

0.46.50 

0.4«4 

RaiciMUt 

0.;517 

0.1517 

0.1517 

01238 

0.1237 

0.1298 

Shimoga 

0.5299 

0.S402 

0.S22I 

0.5448 

0..55SI 

O.S990 

Temkui 

028S4 

0.3010 

0.2737 

0.2818 

0.2974 

OJTW 

Uttar Kannada 

0.4687 

0.4858 

0.4567 

0.48S5 

0.5027 

Mm. 
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procedure give! icrie* of HDIi for KanMbdn 
^itiicts. These are presented in the next 
lection. 

m 

We present two alternative scenarios for 
defining the range within the variables for 
calculating the relative position of the dis¬ 
tricts. These are: (a) Maximum andnunimum 
is chosen from within the districts of 
Karnataka; (b) Maximum is flxed according 
to some target, i e, for literacy maximum is 
100 per cent; for infant mortality ratio and 
life expectancy, maximum it fixed ax the 
maximum among all the districts in India. 
(This maximum turns out to be a district 
fh>m Kerala.) 

The interested reader can define other 
ranges. Apart from one’s values, it is a matter 
of dar« availability and simple arithmetic. 
The tables below present the deprivation 
indices and HDIs we have calculate for the 
two scenarios. 

It is possible to go further. For example, 
it may be interesting to place the HOI in 
diffetent per sp ectives. We could see India’s 
position in the world. We could see 
Karnataka’s position in the country, and 
each district within the state. We could rank 
districts without reference to the state. 
Karnataka may have some districts at the 
high end. like Dakshin Kannada, or others 
atthe low end, like Raichur. We could think 
in terms of weights for the variables that go 
into the indices - there it no reason to go 
on using an unweighted index when we are 
concerned with local issues. There is 
considerable scope for innovation. 

IV 

One thing (hat stands out is. in spite of 
the variety of HDIs we have calculate the 
ranking anongdistriett it inoreorlett stable. 
There is a minor change here and there in 


the ranking, but it is hardly significant. Whit 
does this mean? Again, for some diatriett, 
the HDI value it very Ugh - for eiampte, 
Bangakue or Kodagu. Doea this mean that 
thciediitriclseigoylevelaofhunian develop¬ 
ment comparable to advanced countries? It 
would be premature to conclude thus. 

One, the range we have chosen is between 
the best and the wont in Karnataka. 'Thui. 
a Ugh value simply means that this distiict 
is near the highest in the stale, and no mote. 
Two, Karnataka it middle order state. If we 
took the range applicable to Kerala, wUch 
is the Ughest in the country, then these 
districts may appear ordinary. And if we 
took the range to represent the best in the 
world, then they may appear backward. This 
it inherent in the indu itself. 

Three, the high range within the state it 
a matter of concern. What these indices 
show it that there is great intra-state dis- 
pwity (across districts) in Karnataka. Tlie 
implications of (his have to be debated. 
Should (he state try to raise its best distriGts 
to intefnational standards, or tbouid it con¬ 
centrate on pulling up the wont to avenge 
levels, even by Indian standardsVUie answer 
has serious in^icitians for dedskmt of fund 
allocations. How can (hit decision be made? 
Clearly the people should be involved, but 
how? The numbm open up many questkm. 

Four, the insensitivity of the ranking to 
different indices suggestt that an across the 
boatd improvement in each of them will be 
essential iftfae HDI is to show improvement 
The low ranking districts are low in 
everything. This has m least two impNcrni oos. 
One, these aspects of life are intenelaied. 
Improvemenuin literroy are unlikely to last 
if there are no accompanying improvemenu 
in health. A cUld will find it difficult to 
learn, and to retain what is learned, if she 
is hungry. If immuratation is not also backed 
up by dean drinking water, moibkiity may 


not decieaae. If a mailier la mt capaUa of 
suppkiiiwtingacfaoolUg.theii1ean^BHW 
nmainperiplietaL Andaooa Sodal welfon, 
and its im p rovement, has been seen as a 
whole. 

The point is that investmenli in human 
welfare ham to be made tagether, and the 
prognmine has to be well co-ofdiBaiBd and 
careftilly impienMiited. ScbooUiig and tbe 
like roust not be considered as expendilures, 
but as investments.'^ ContidaaUe invest¬ 
ment will be required.'* They will have to 
be financed out of tax revennee of (he ftaie. 
The panchayau will have to shoulder 
responslUIity. Are they in a podtion to do 
so? If not, what kind of support do they 
require? Is it legal change, or is a change 
in the way the state has been managed so 
for that this challenge calla for? This ia a 
complex matter that merits careful debate. 

T«ro. these are investments that will yield 
results, not in a year or two, but over a 
geoentkm. PoUticaUy, sustained support wiU 
be essential. Until a whole cohort to goiK 
through the school system, it would be 
premature to talk of ha ving attained literacy. 
Until every child haa received all tte 
recommended immunisatiotu, it will be 
meaningless to talk of partial taigets. If the 
effort starts today, some improvement may 
show up in 2001, But when the benefits do 
accrue, there will be a quantum jump in 
terms of efiidency and productivity in the 
economy. This is not the plaoe to debttte this 
nutter; but it seems important to make the 
point here. The point is that a sustained 
effort without any let up for the next ten 
yean,isiieoessary.irthepeopiearBmobiliaed 
in the process, tto the future is brighL IL. 

Notea 

I liiMBtbenaiBdUwtitiioalyiuieoeBiywn, 

efter (he ippeanm of the HDRs, dan dw 

Wertd Bank to stitied srguiag dtsi the sane 
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Allenative A 





Allenative B 



HDI-I 

HOI-2 

HDI-3 

HOI-4 

HOI-S 

HDI-6 

HOI-I 

Ugjil 

HOI-3 

HDI-4 

HDI-S 

HDi-6 

Hsagilnre total 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 

2 
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7 

7 

7 

7 

7 

7 

6 

6 

6 

6 

6 

6 

Betoy 

17 

17 

17 

17 

17 

17 

16 

16 

16 

16 

16 

16 

Bidw 

18 

18 

18 

18 

18 

18 

19 

18 

19 

18 

18 

IS 

Bljspw 

12 

II 

13 

13 

13 

13 

12 

12 

12 

13 

13 

13 

Chikmagaler 

5 

5 

5 

S 

5 

5 


5 

5 

S 

S 

S 

Oukadargi 

9 

8 

9 

10 

10 

10 

9 

9 

9 

9 

9 
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1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

Dhwwad 

13 

12 

12 

12 

12 

12 

13 

13 

13 

12 

12 

12 

Onfetuga 

IS 

IS 

IS 

IS 

IS 

IS 

IS 

IS 

14 

14 

14 

14 

Hmssn 

10 

10 

10 

9 

9 

9 

II 

10 

II 

11 

10 

II 

Kodsga 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

3 

Kolir 

16 

16 

16 

16 

16 

16 

17 

17 

17 

17 

17 

17 

klmdy 

It 

13 

II 

11 

II 

11 

10 

11 

10 

10 

II 

9 

Mysore 

8 

9 

8 

8 

1 

1 

8 

8 

7 

• 

8 

7 

RaidMr 

19 

19 

19 

19 

19 

19 

IS 

19 

18 

19 

19 

19 

ShiaMga 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

Ttokre 

14 

14 

14 

14 

14 

14 

14 

14 

IS 

IS 

IS 

IS 

Uttar Kswiadi 

6 

6 

6 

6 

6 

6 

7 

7 

8 

7 

7 
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hM • podllve pniMOlloMl rolt in dw 'mA* 
leeton of NcW Mnricet. It b ■ dew OM 
ofwUMeiM(ioiiiloi|MinileAlewnia|liraiB, 
aedog of^o. iIk of wiatlHr. 

SoM efedii for ddi ihoald go lo ifae eflorti 
of UNICEF, ODd in early poMica i io n oa 
ad j aa tmoiit arilb a hnmao bee. See alao 
TKibtaao Kaoaar, ‘Ooaaeoni Agalaai the 
WaaUagtoa CoaaeMat' forthcoming in 

o >-1- 1 —i a»a--j.a-. 

bCOMW flW rX WK m iWCKQr. 

2 White MdMioMlaq of PakblMhaa been 
die key peraon in ddt efibit, the contiibatiani 
of AnwrOrn Sea, Parba Daagti|ita and oihen 
have been tabatandaL Porall diu then haa 
been an dd tmHtiaa in eco amn iica that ia 
not ao iraiianaM fat the way economia b 
laqghi tod^. See David CeUwd, ‘Pigou and 
Fetwe Oen wa d e na *. Cambridge Jtmnad of 
Bemtamies, vd 20, no S, Sep tem ber 1996. 

3 Tfab waa Inddiy expbined I 9 R Sudanhan 
of the UNDP in a recent tectnre oa the 
HOI in Baagakne. It ia being puUiihed 
by the Indo Datch Project Management 
Society shortly. 

4 See A 1C Shiva Knmar'a article on ‘Hnmaa 
Devdopment Index for Indiao Staiei’, EPW. 
vol XXVI, October 12, on this isawe. 

5 CovMwnent of Madhya Pradeafa,Direcioiaie 
of Inadtedond Finance. Bhopd, 1993: The 
Madhya Pradesh Homan Development 
Report. Thottfh it waa pr epared by an 
independent agency the stale government haa 
pofatished this report. 

6 December 9-10, 1996, apoasoicd by UNDP 
and organiaed by the MPHOI oflke. This 
workahop waa anended by Rkhard Jolly, the 
special adviaor to the UNDP on the HOI, and 
^ eonewned officials of the Madhya Pndeih 
and InduB gaveromeMs. apart from many 
adsdariandtepnaeninlivea f roan o thertiaiei. 

7 Thb does not mean we (bond it easy to get, 
or thw we are aatiafied with what we got It 
b limply 10 make the poba that all that b 
avaHsMe should firat be analysed to set 
prioritiea for data coUectiaa efforb later. 

> Onceeveryon eh aabocoaaelitetaie.ooecoold 
aae. as the UNDP does, mean yean of 
whooHagiodbtingoiah farther between Mly 
IbeiMe aodetiea. For oar porpoae. tfab b not 
iminediaiely idevaM. 

9 In one of the ahetaatives we have ased for 
4Canmtaka bner in thb paper, the range b the 
beat and the wont in Kanabkn. A high 
poabioB itlg may be bdow die beat Aar other 
stabs have aeWfved within fndhiBdf. There 
bneedfarramtionhilnbaprrtlngthrarwailli 
0 Una b alao a himwchy of needi. Una b 
aoweddng that will have to be i n corporated 
into the HOI oxaesbec at some atage. Again, 
we do not vontate bno thb ham. 

1 Id hco vc r odthhinanexendaefcrDhaawnd 
dbhici noendy. Sea my The BcowMny of 
Dharwad', Ibrthcomhig. la the Bhopal 
warfadmp, P Sainalh mM Aaaradha Rajivcea 
madeoaooBoal pRaentadooaof db probleam 
of daw te dw IkU. 

2 Oaow^ofexteiMbwdwHDIbioiaclado 
c ntwid Ma dD M of eavbontnental aatiain- 
aMHqr. In Bdi wt can go back 10 Pigon. op 
cteThthoWcpropob H o n lma k ibiwn llt mi ci d 
by Rmwayi *R b inmned dmi wo do not 


opeh. Wo do not Mlompl thb eatoniten. 
r*"***"!*^ la it b. hi dib pipw. 

13 The UNDP haa deveiaped a meaatm called 
the geadar uii powannent meaaare. If we 
caktdme thb for Ktnmbka, h woold reflect 
the pacUve aapeet the new panc hay aii ny 
law; bat whedmr this caa be taken to reflect 
reality la dm etjanby ai d e b another qneatioo 


RogbUar Ot—a l. Hl bb ti yofHoam Afitira. 
NewDeU. 

IS Ctemiy, ddi otgniinr does not apply to 
ooivenily r dn r a tio a, or for 1 


16 


14 ‘InrRiect' P w lnia b i of Fertility and Infant 
MorialiV nttha DbtfictLevcl, 19grby Vinod 
Mbbn, Jamea A Palmore and Snnil K Sinhn, 
Occaateoal Paper No 4 of 1994, Office of the 


V RmaacteiMrtm et W. £PW (January 4-11. 
1997) have c al w dated that Kamiaka maat 
invest aboat 4 pw cent of SDP - abont 1.4 
per Gent more than now - ovw the next five 
yean, ao reach the goal of noi ve nal primary 
educaiiao five yean from now. We need only 
lay that thb will be a nec ema i y oomli t irm. 
not a aafficteni one. to aebteve dds gaol. 


DISCUSSION 


Agrarian Issues: Contradictions or 
Confusions? 

MOiwlSBoldl 


oailter onei, 0 p ^i***^ 


amooftha 


wWeh ii oddodly 
nwtoly Bran wcak- 
dmd ia OaHaid. 


THIS it with leftROoe to Gopal Ouni'a oom- 
tnenia, ‘Dtdit Land Queitioa and Agiaiian 
Comradiction’ (EPW, Septanberb) on my 
article 'Piivatisalion of Commona for the 
Poor fimergenee of New Agrarian Issues' 
(EPW. August IT, 1996). Diiagieements 
are respected but it U difficult to mwer 
incoheietit criticisni. The best course for the 
reader would be to keep both the writings 
side by side and judge them. The only 
heartening thing is that instead of offering 
stereotyped conunemaries on dalil issues, 
Ckiru seems lo have collected some fkld- 
level information. 

Before 1 set out to show how Ul-founded 
Guiu’sconiinents SR, let tnequicfcly describe 
the issueunderconsidentkai. Landleudalits 
have been enenmehmg on common grazing 
lands in Manthwada for a long time. These 
encroachiiients have been regularised by the 
state government from time to time with a 
view to provitfing a means of livelihood 
and imparting social justice. I have studied 
this issue with foUowing questions in mind: 
(I) What b the outcome of the pheno m enon 
of r^larisation in tenns of agrarian rda- 
tiooshipt? (2) How haa thte activity helped 
the poor in sectaiog livelihood? (3) Whal 
has been the effect on CPRs in land? 
(4)Could this be a stniegy for poverty 
aUeviation? Would it ensure equiiy. pro¬ 
ductivity and tualainhbility? (S) What could 
be the ahematives? 

As could be seen from these qtiestions, I 
am trying to analyse the skuatiou fnm a 
conptelNniive perspective. My concenu 
am routed ia deeper diiooiina on agntiaa 
relationships, agricultural economics. 
oMnagement of common pnpeity re- 
loui ces , poverty alleviation mid dovelop- 
BteHtofmlwrsectitaw.laBinntprBUBni|aed 
with only one teae sock as the 'Savama- 
Dalit' confnMtatioa, as Guni is. This 
cm be undenMMd only if aB 


the interconnections are systematically 
studied. 

(a) (juru has chargod me with inaccurme 
statistics because 1 have quoted gove mmei a 
sources. 1 bsve used only two types of 
govemmeoldaia: Census lecordsandfigunES 
quoted in the official governroeia rewihttioo 
regularising the enctoachmems. Whatever 
might be the inadeqoacies. res caich er s ail 
over thecouttiryiueccnsus data asaprinmiy 
source of informatioii As for the figures ia 
die government resolution, tins it what the 
ofli^ potitian it. 

(b) Guru's next ciuage it that 1 have 
underestimated the number of encroachen 
because I have retied upon government 
figures. While quoting these mimbersl have 
cleaity said that "foe waiistics cnllected by 
foe revenue department wao emmeons m it 
did not correctly eaamerate all the 
e n eroac h ers. In many viHagci only a section 
of them was bene fi t ed " (p 22S7). I have 
acknowledged that the actual anaiber miglai 
be higher than that published ia the 
government lists. I quoted gov er nment 
figures beenuse that was the real anakber of 
bemrfiaaries. Only those who have a valid 
7/12 abstract of land reoanliire ennaiderad 

legollilletinMaix TtvaBtiinAw iU—p— 

to ifaia. Since the notification in 1991. a lot 
of daKtt have bcahly rjua uat li cd upon dm 
commotts. Henoe. ia any village one finds 
a latgc mnfoer of cUmaote lodqr. Hh 
goveraatent legudansed the ciitiat only 
to 1990. So how can dKaamci of odben 
be fonad in dw list of batefidarietT 

(c) i have farther rtaied that though famd 
gnat certificates were inued, dds ateg wm 
not followed up with 



ahonl dte exact localioH of dwir 
ptela. The lack of daaMRatiea cnatedllte 

-- 1^ j iiwi im i i 

of anoai^ wM diNpartly wwi 



R^ttlar.satiofl wan also ikh followed by 
appropriate arrangements for credit, 
agrit'utiuraJ inputs and land development. I 
have already made these observations which 
Guru is m^mg for his ftvc villages. So 
where is the question of my concealing the 
facts? 

Id) Guru says I do not have a theoretical 
framework and have not mentioned the 
historical context. Anybody familiar with 
this discourse would understand what 
framework I am working with. As for 
historicity, a quarter of my article is devoted 
to analysing the historic^' context. I have 
paiticuiariy referred to the issue of Mahar 
watan land, the caste situation, the social 
actiO’) pursued since the I ?50s, ihe agitation 
over .'cnaming of Maraihwaila university 
and the centrality ot this issuem me backward 
cluss movements. 

(e) I have hern charged with not mentioning 
individual cases. Being trained in the socio- 
ant htupological i nidi non of field work' could 
quote numerous instances, anecdotes and 
examples where dalits have struggled, 
suffered and at times won or lust. Guru 
claims to have ^'athered some inforraatia'i 
from five villages. 1 cuuid have prc$.:;r.ted 
ill '.he 30 case studies. But given the 
constraints cf space and he nature of a 
research paper, one is suppo.sed to provide 
generalisations. In any ca.se, the individual 
examples given by Guru do not comradict 
r.'.y basic findings. As for social forestry, I 
have clearly said that the gram panchayais 
ate handing, over .he omno is to tr.e f, .-est 
department ma: niy to pieveti i encroachments 
by dali:s and not .or any ecological 
coniiden-tions. I have taken note of this type 
of conflict as well (p 2159) 

(f) I have nowhere underestimated the 
tension between da'’is and non^lits over 
the encroachment issue. In fart that was the 
reason why I was concerned. As for agrarian 
relationships. 1 have mentioned that with the 
acquisition of land the food security of dal< t 
households increased and so also the 
bargaining power. The shift in labour 
relatio.ishipi was from feudal, bonded type 
to coritractua:, wage-labour type. I have not 
said ihat die shift was radical. This process 
was unfoldingin its own way. Reguiarisation 
of encroachments reinforced it. 

(g) In an attempt to point out the so-^alied 
contradictions in my paper. Guru himself 
makes a series of contradictory statements. 

I will quo,e only a few. Initially, he cites 
two villages where them was stiff opposition 
to dalits. Later, he mentions three villages 
where there was no direct opposition. At 
on:; juncture he .states Ihat "agrarian con¬ 
tradictions do tend to sharpen when dalits 
struggle to acquire surplus pnxiucing land 
against the stiff opposition of landholders". 
But at the end he confesses that ihesd arc 
rocky, hanen lands and do not meet even 


subsistence needs. All along he champions 
the cause of encroachments but draws a 
conclusion that regulariutkm of ‘goiran’ 
land in the name of dalits has not reduced 
their dependence on the land-owning non - 
dalit families at least in the five villages he 
has covered (p 2296). If that was so why 
were the encroachments made? 

My contention is that both the processes 
of conflict and conctliaiOn occurred because 
of the peculiar nature of agrarian 
relationships. The villagen later on took a 
lenient attinxle because reguiarisation was 
a foregone conclusion and they wanted the 
dalits to stay on m the villages or their 
various labour necus. In this ro^jard toe 
behaviour of small and middle peason.y 
was -Tore reconcit atory (t.iough "-rren 
instigated by castci&t app^s) than that of 
the powerful, large landowners. Guru may 
disagree with thisbut dues not have ;o ascribe 
fal.se meanings to my slatctnenis. 

(h) As for productivity, grazing lands are 
generally low in quality; they are neither 
totally barren (waste lands) nor extremely 
fertile, l.i iheirpresem condition, they caiaiot 
generate any surpl-i:. Only food security con 
be .a: eesed Deli.s ar,. clinging to ^hem 
bccatse the acquisition of land fits correciiy 
within the broader c.^piratiors of s„c'o- 


economic devdopmenL In onier to mdee 
the lands really productive, alternative 
strategies need to be adopted. Considering 
their location, quality and quamity.lhelandt 
cauld be treated as ‘agro-forestiy' plots 
granted to the poor and developed as micTO- 
wateisheds for which a lot of money is 
anyhow spent. This would not only di^se 
the tension but also enlarge livelihood 
options. It would also tackle the equity issue 
among the dalits. This in a nutshell is my 
argument. 

(i) Regarding the comments :,n duJit 
farmers, 1 have clearly stated that they 
acqj'.'edasenseofpridembecomingfarmeTt. 
Previously, they (and :he brahmins) were 
considere- .and parsai^ by .hi pi'.a^ ip' 
,'notbymi).Ihavesaidi.''.nouncert:i. ite.'ins 
tha. califs followed a strong social and 
economic ra.ionale in encroaching the lai .ds 
and I have acknowledged with great respect 
their perseverance against all o^. 

(j) Finally, 1 have been called an elitist. 
Wha: should 1 say on this? If you do not 
work with dalit issues, yu.i are called 
apathetic; if you work with a sympathetic 
atilt .iii:, you arc elitist; if you make object: ve 
cniicism, you arc ami-da!it. Readers wojld 
un''-.rs.a.'.d whai course is open to a 
researcher 
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Reforming Property Taxation 

While the urgent need for reform of property taxstioa to achieve some 
standardisation and to reduce the scope for subjective judgment and 
idHisc is undeniable, the models that have been put forward for 
replacing the existing base for proper^ lax with a noo-tran^Mtent area 
based syston have serious limitations. A properly devised capital 
value base, on the other hand, will serve to capture the diief maits 
of standardisation in conformity with the canons of equity. 3005 

Teetfi for Anti-Defection Act 

There is no easy way to plug all the loopholes in the Anti-Defectk)ii 
Act. One thing is clear, however: even in cases where die act can woric. 
it is now not being allowed to because the adjudicatiiig power has beca 
given to the speaker. The one salutary amendment that is called for in 
the acl, therefore, is to take this power away iiom the speaker and 
to entrust it to an impartial authc^ty. 2907 

Women Migrant Workers 

In international migration flows from Asia, there has been a marlced 
increase in the female component, with domestic workers and 
entertainers emeiging as the dominant groups. Because of die serious 
problems that women migrant woiiers belonging to these groups flee, 
it has become necessaty to understand the phenomoion and 
formulate appropriate policies and interventions. 3029 
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UN and Gulf Crisis 

In the Gulf crisis, the UN took 
decisions which allowed a coalition 
headed by the US to wage a war that 
devastated a member stale. The UN 
mandate authorising the uie of force 
was sought after the US administration 
had decided upon a timetable for 
military action. Prom the beginning 
the US wai able to manipvlale 
the actions of the Security 
Council to attain American 
objectives. 3011 


Vote-Gathering in Bihar 

The 1996 general elections confirmed 
the major role of caste and social 
forces in elections in Bihar as well as 
the influence of the distinct political 
culture of the state. With the 
administrative machinery rendered 
by and large dysfunctio^, voters 
elect those who can act tough 
and ‘gel things done’ by the 
administration. 3021 


Cosmetic Change 

The Kashmir govemment’i dedikmi 
to make some changa in the 
Distuibed Area Act and to pull out 
the army.ftom two towns while 
giving blaaket immunity to the Mate 
police an meant m give the 
impmiiioa that it is beghmiiig the 
procesi of rolling back the 
lepreiaive nglme wMk actually 


Much to Hide 

For yean successive govemmetaa of 
India have flatly tcfiised to pennk UN 
Special R^rporieun on Extrqjudidal 
Executions and on Toftnie to eater 
Intfia What, tiien. is die worih of 
the profnaiona of fmiapiueacy and 
commitmenl to humaa rigto? 3000 


History as Commodity 

Like hii earlier two fthnt, ’Roja’ and 
‘Bombay’, Maniiidinam'f ‘Inivar’ 
is another attempt to comnmcialiie 
and commodify hisuay. TIk film't 
ideologica] pr^wt - to snbu ime 
and tame the DravidiM raoveiMnt‘s 
politica beyond recognition - htt 
been largely miiied in leviewi 
and diicutsions. 2997 


Tak of Two Summits 

Pieiident CUnton’i meetiaga with the 
Indin prime minisler in Sept ea aber 
and the Chinen pre ai deBt Ite 
following moKh p reacm e d n 
imemting contratt from wlikfa 
Indin foreign policy-plaanen caa 
derive uteftil lesaom. 2NS 


Chfaw: New Style 

If Jiang Zemin is the man hi dfanoi 
luecettian to Mao Zedong and DeM 
Xiaoping at the diM geneMion 
lupnmoof ChhM, hr hit (IfiUneuilj 
adopted a new uyle which ia nmna 
or leu modriled aflar the taw 
• r ■ «■ 

















LETTERS TO EDITOR 


Marathi Literature 

AS a long'tiine reader of Economic and 
Ptdiiicai Weddy, which haa a well-earned 
reputatioD as a journal of thought, ideas and 
analysis, it was disconcetting to read G P 
DeshiMuide's article ‘Marathi Literature since 
Independence: Some Pleasures and Dis- 
plesmues’ (November S). The article is not 
only biased in terms of the opinions expressed, 
but full of inaccuracies and solecisms. 

Deshpande's opinions - his likes and dis¬ 
likes (pleasures and displeasures as he calls 
them) - are too numerous and egocentric to 
take issue with. What is reprehensible is his 
attempt to elevate them toakindof theoretical 
fiimewoifc (by references ranging from the 
names of various contemponuy European 
writers to the wisdom contained in “the most 
ancient Chinese coUectitm of poems”). 

Deshpande postulates that there was an 
exodus of ninit brahmins in Maharashtra to 
the cities as an aftermath of the asiassinatioa 
of Gandhi in 1948 and diis gave rise to an 
era of a ‘New Urban Sensibility' when 
modernity ftnallyanivedinMarathilitenture 
- “a fairly long period beginning roughly in 
1945-48 to about the end of 1950s’'. 
According to him, the agents of this change 
were the displaced rural brahmins, former 
absentee landlords who flocked to the cities 
after 1948 and turned themselves into “pure 
professionalt, a city-bred community". 

Most Marathi writers from the beginning 
of the colonial era would fit Deshpande's 
description of this clau of "pure profes¬ 
sionals from a city-bred conununit]^. 

What is even mare confusing is that the 
four writers (Mardhekar, Gadgil. Gokhale 
andTeodulkar)he mentions as tte harbingers 
of this “new sensibility” are not from the 
post-1948generation. Mardhekar’s ‘modem 
sensibility’ emerged during the yean of the 
second world war when he returned from 
England to work as assistant station director 
at AIR, Bombay. 

Thit lUnd of confusion could have been 
avoided if Deshpande had enlightened the 
reader as to his own perionial view of 
modernity and modem discoutse to fit with 
his examples and periodisation. One might 
suggesttheuseoftwxdssuchas 'neo-modem’ 
mid 'neo-modemiiy'. After all, neokrgitm is 
a handy and accepted tool of the tinde. 

Deshpande also asserts that although 
'Bombay capital' had been an institution for 
over a century and half, the Maharashtrian 
masses or mkldte cImics even of the city 
of Mumbai did not have much to do with 
it “Pre-1945 writing has been remarkably 
oUivious of the proccas of industrialisation 
and the emergence dasses.” He seems to 
ignore the disoonne of the leftiit-Marxist 
writm and their oppone o ta, eqmcially in 
Bombay, from the mid-1920i onwards. It 
was concu r rem with the growing influence 
of coramnniit ideology in trade imioas - 
eipedaUy in ttw textUe indnatry. 


This is not the place to weary the reader 
by citing a whole roster of Marxlst-teftist 
writers and ideologues of the 1930s. They 
clustered around a^ were nurtured by the 
dramatist B V (Mama) Varerkar (1883- 
1964), a man who bdonged to an older 
generation but energetically espoused all 
kinds of teftist-modemist causes through his 
writing. It was Varerkar who characterised 
the Bombay Marathi culture of his time as 
being polarised between the worlds of 
Girgaum (petit bourgeois habitau) and 
Girangaon (textile wmker tenements). 

G P Deshpande has written ‘political’ 
play I which have been discussed by him and 
othm at various seminars. He comidains in 
this article that they have not got the critical 
response “they would have nomully got” 
because of the recunent Marxism in his 
writing. Perhaps he is right. A play needs 
to be a play (‘natya’) tint. Polemics and 
ideology - Marxist or otherwise - are 
‘sastric’ eiemena which detract from the 
play eiemmt (‘krida’), which constitutes 
the theatric event. 

Pramod Kale 


^thout Privatisatioii 

I READ with interest the atticte by Arun 
Ghosh (July 19) and tte comments by 
S Wagle et al (October 4) and V Srihari 
(October 4) regarding SEB privatisation. 
While in some ways one can see that a good 
lot of beating about the bush has been t^ng 
place, in some others, solid irgumeiitB have 
been provided by the discussants in favour 
of the status quo ante. Srihari is correct in 
placing the blame cm thegoverament insofar 
as the APSBB has renuioed a victim of the 
policies pursued by the central government. 
It may be underling here that even the state 
govemmenu have not beensensitiveenottgh 
to the reciuirements of the SEB in the 
changingscenario.Itisapitythatdieprota- 
gonistsof privatisation have not appreciated 
that what has been sought to be ichieved 
by privatisation is. in fact, within the reach 
of these ofganisatiofa even now. 1 may offer 
some expteaationt. 

Oi^ ite capital siiijctute of the SEB has 
remaiiied pervene all along. lUs is because 
the entire capital of the SEB has come by 
way of loans rather than share capital. While 
eocmontic theorists may argue ihat the cost 
of capital to the orgmisatim would be the 
same whether it was share capital or hwn, 
it is forgotten that intereat on kiaa is a prior 
charge on profit addle dividcfld is not TMs 
has caused a sea change in the financiil 
p erformince p attern ofite SEB. While loans 
taken ftom outside may Agun as such, there 
is hardly any sig u ment hi favour of loitg- 
termfti^ a dv a nced by the g o vern m ent as 
loiiu, not as ooniributkm4o share capital. 
Two, ihd d ia c t e ri o n that SEB have been 


allowed to exercise bu been exttemel; 
limited; manning of the sadw cadres in tM 
SEB is done at the diktat of the state goverJ 
menti’ departmenu of power. The price iJ 
chosen tecton, such as rural eleciriflaitk)ii| 
is also pegged so low that even the subsidiJ 
allowed by the state fovemments have l■rdi)l 
oompeiuated the toues inclined - apd 
from the amount of the loeni, the delay « 
dispensation of funds to these bosrdt bd] 
the cost of lou of opportunity have 
high. Three, loans have a knack of cominJ 
at wrong times and in wioi^ doses, ihil 
proving grossly cost-liteffective, while tM 
financial iiuuugeroent function in Iheil 
boards has remained at a rutlimemary stJ 
all this while, mainly because of d 
belligereat extemalittes. Four, while a lot« 
attention has been given to augmentiiR 
generation capacity, similar attention hfl 
hardly ever gone to augmeatation of capaciH 
for evacuation of power so generated. Thil 
imbalance has been at the root of low capaciM 
utilisatirm of the generating plants bi^il 
of toning down production in consonancB 
with evacuation capacity. Five, while uiulil 
non-govemment management the orpH 
nisatiouB could have managed their aflafl 
ina way necessary, under goveroment coniifl 
the boardsbave not been allowedanyleewH 
whatsoever. Little wonder that the boaiH 
have not been in a position to deliver ilB 
good the way they should Last but not itB 
least,excessiveemphasiionengiMerlngH 
tilted the balance in the structure of the SH 
in most cases. While the SEB can boast 
some of the country's best enginceH 
corresponding stress on the other fonctioH 
like finance, personnel and marketing bB 
been conspicuous by its iftisettee. H 
It is not fcH' nothing that the comptniOH 
and auditor genera] of India hasstandwtliiB 
the practice of adding back intereat on ksB 
term loins advanced by the fovemroeBiB 
profit and the changed scenario of fiiunoB 

performance would be available in the AuB 

Report (Commercial) released every yalfl 
the accountants gen^s of dilTerent stt^B 
A nuyor difficulty in this respect has 
the stages through which funds have to iB 
from New - nnmely, the cenB 
ministiy of power. CEA, Planniitg 
mission, CEA. slate defMrtment of 
and SEB - so that by the time a prepB 
flibmiited by the SEB for approval has 
back after vetting at these stages, • long iB 
will have paued rendering ail esiimites 
Privatisitionpcrredoesnoiofbrtfaepans^m 
while the typicalitiet of so-called nB 
govenunent pncticei could all be etnuuB 
wWi the right oricatatioo in the govem^B 
depnttment i . It is t pity that viable or^B 
sations have been palnied In the red sB 
of the time and <tanmed,iiMle their viat^B 
can even now be proved by Just a IB 
recalculation. 

P CHATTOrMlKB 




Congress Power Play 


O NCE again the Congress Party is demonstrating that, 
despite its pathetic decline, it still has the capability to 
unsettle political arrangements in New Delhi. But as is only 
to be expected of a political outfit which has lost both 
programmatic and organisational coherence, this residual 
capability has been used solely for the piurpose of advancing 
the interests of particular factions in the party against those 
of others. Not so long ago, Sitaram Kesri, the recently 
anointed president of the party, tried to consolidate his 
position by his sudden decision to withdraw the party's 
support to the United Front government, then hea^ by 
Deve Qowda. The operation seemed successful and there 
was talk of a Congress revival under Kesri's leadership, but 
only for a very short white. Now Kesri’s opponents in the 
party have turned the tables on him, using much the same 
UK:tics. They have seized on the so-called findings of the 
interim report of the Jain Commission to mount a campaign 
for the removal of the DMK from the UF government. Their 
real objective clearly is to defeat the strategy that Kesri has 
been pursuing which is to eventually secure the entry of the 
Congress into the government. In his effort, the success 
of which would certainly have added significantly to the 
support for him within his party, he evidently had the tacit 
support of prime minister Gujral and some of the constituents 
of the UF. By whipping up emotions against the DMK in 
the Congress and thereby compelling the UF to take a 
stand against dropping the DMK from the government, 
Kesri's opponents in his party have effectively put paid to 
these calculations. For the purposes of these manoeuvres, 
it is irrelevant whether or not there is any substance to the 
charges of DMK's involvement in any conspiracy that led 
to the assassination of Riyiv Gandhi; as irrelevant as was 
the veracity of Sitaram Kesri’s charge, which he used to get 
rid of Deve Gowda, that the UF government under Gowda 
had fuled to counter the advance of communal forces in 
the country. 

At an altogether different level, of course, the Jain Com¬ 
mission's supposed findings relating to the DMK as well 
as other organisations aitd political personalities do raise 
lonte important issues. One is the apparent futility - worse, 
actual perils - of high-]m>file commissions entrusted with 
compl^y open-ended, fishing expedition type of enquiries 
into alleged conspincies of a political nature. We have 
already had to put up with the embarrsMinent of the Thakkar 
^^omniiasion's labours to unravel the alleged conspiracy 
xhiod the aasassination of Indira Gandhi which yielded in 


the end nothing but the joke of ‘the needle of suspicion’. 
Entrusting these enquiries to persons of ap p are nt eminence 
with long judicial training and experience, we now know, 
makes no difference at all to the final outcome. The other 
issue raised by the available details of the report of the Jain 
Commission relates to the u;nse of public accoonlabiHty of 
functionaries who are expected to t^uerve the highest 
standards in such matters. After five and a half years, it is 
evident, the commission is still nowhere near directly and 
precisely engaging the mandate it was entrusted with - nor, 
in the alternative, is it inclined to frankly point out that the 
task was incapable of being discharged in the given circum¬ 
stances. This much at least is clear from the govenunent's 
‘action taken report' presented to parliament. 

To return to more immediate political issues, those in the 
Congress who are just now so triumphant over vriutt they 
think they have achieved by using the Jain Coauniasion's 
report against the UF government and the DMK will soon 
find that they have actually painted themselves and their 
party into a political comer. Their self-seeking expectatiofu 
that an election campaign into which the Congress is bravely 
led by Sonia Gandhi will dranoatically reverse the party's 
- and, more importantly, their own - political fortunes will 
be shown up to be jejune much before the elections vc 
actually held and their outcome known. On the othn^ hand, 
Kesri's approach of working for the entry of the Congieu 
into the government represented a plausible and indeed 
quite legitimate avenue of political advance for the party, 
as the second largest party in the Lok Sabha, but now it 
seems to have been irreversibly blocked off, tb«nfc« to the 
lack of a modicum of organisational discipline in the party. 
The Congress apart, there is little basis really for the wishhil 
thinking of many other parties and groups that a s uccession 
of elections will somehow provide a way out of the impasse 
in which their politics - for instance, the almost exclusive 
cultivation by most of them of caste or communal or r^ioiial 
bases - has landed the s)rstem. It is diflicult to see. as we 
go to press, what course the developments piecipiUled by 
the Congress power play are going to take, but Ibeic is no 
reason to assume that yet another round of electiont 
present the only, or necessarily the preferable, poBattiiliiy. 
Other possibilities deserve to be explored. In any can, 
considering the dysfunctionally emotive at m o ap heie thtt 
has been generated and the cna opportanuBi Am hm 
been on display, a reasonable cooling-off period cannot 
do any barm. 
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MAHARASimtA 

Hu^eting the Poor 

THE recent spate of slum demolitioiu across 
the length and breadth of Mumbai city once 
again exposed how much at the dictates of 
SM V Sena supieiDO Bal Thackeray, the Sena* 
BJP govenment in the state functions. 

The Sena chief triggered the slum 
demolition drive when he alleged that 
‘BangUdeshit’ weretaldngcovef in Babtekar 
Nagar. a slum in Kandivli west. Routing 
the Supreme Coun ruling fotbidding alum 
demolition during the monsoons, the state 
government razed 8,000hutments tendering 
50,000 people homeless in lune. The drive 
cottinu^ after the monsooiu, this time - 
again on Thackeray's orders - under the 
pretext of removing illegal constructituu 
which had come up after the so-called cut¬ 
off date of January 1, 1995, dishousing 
another one lakh poor people. Actually a 
large numberof the uprooted f^amiliea possess 
documeiUs proving their residence in thecity 
ftom before 1995. These ate the very people 
for whom the government had promised to 
build tegular housing under its slum 
rehabilitation scheme (SRS). ' 

The SRS, instead of being a gain to the 
slum-dwellets, has turned out to beamillstone 
arotind their necks. 'The civic officials deny 
sluRMlwellert permission to reconstruct and 
iqiair their houses on the ground that they 
ate to get tenements under the SRS, while 
the fact is that the SRS has failed miserably 
to get off the ground. Moreover, though the 
slum-dweilets are given ratirm cards and so 
made eligible to vote, obviously with an eye 
to electoral gains, they remain deprived of 


bask civic nmenidet. The gov enu n ea t of 
InrEa has signed the United Nkiom rcsolutian 
declaring forced eviction a human rights 
violation, but peremptory evklkm of slum 
and pavemem-dwellen with the use of brute 
fbtoe and without ptovition of altemative 
accomrooriation ermtinuet to be a routine 
affair. 

The demolition drive, while taigeting the 
city’s poor, has spared the police and 
municipal ward officials within whose Juris¬ 
diction illegal structures have mushroomed. 
The encioachments in the Sanjay Gandhi 
Nadonal Park in Borivati ate clearly a result 
of ctmnivance of fmest ofBcials, police and 
municipal authorities and politicians and yet 
no action was taken against them when 500 
hutments in the aea were mowed tlown. The 
anti-poor thrust of the rletnolilirm drive gets 
fijtthN confirmed when400illegal buildings 
identified by the and-conuptlon bureau in 
Mumbai remain untouched. 

POLITICS 

Who Supported LTTE? 

A correspondeiu writes: 

THE uproar over the Jain Commission's 
report should prompt the UF govemnwnt to 
call a spade a spade and pul the Congress 
Party in its place, instead of being on the 
defensive. It should focus attention on several 
important historica] facts that eatablish that 
Rajiv Gandhi himself was responsible in 
great measure for his gory end, rather than 
the DMK leatier Karuiunidhi or former prime 
minister V P Singh, whose blood the Congress 
is now baying for. 
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R may be recalled that it waa tfaa Indin 
Oaiwflii government m the centre which 
from 1983onwards tbrou^thelntelUgeDce 
agency. RAW, provided military tnuning 
ftu' the LTTE, among other Sri Lankaa 
milium groupa. She and her advisers ssw 
the Tamil militant ntovemems as suitable 
vehicles for the desubilisuion of the Sii 
Lankan state. Her son continued with the 
same objective. When inRdd-1987Colombo 
launched a major ofRensive (*Op6ruion 
Liberation’) ag^nst the Tamil militami, 
LTTE cadres were given special training by 
Indian army perirmnel in the use of anti¬ 
aircraft guru ^ SAM missiles. Tlie timinj 
of the Inrhr-Sri Lankan accord in July tbs 
year was prompted by the domestic political 
compulsionsofRjtjivGanilhi who was ihn 
trying desperately to divert attention frnn 
the Bofors scandal and to be re-elected ftr 
a second term. The accord boosted his inugf 
as a peacemaker, particularly inTandl Ntkfa. 
The AIADMK leader Jay^alitba, who >' 
now attacking her rival Kuunanidhi of the 
DMK for having supported the LTTE 
should do well to reme m ber that it was he 
mentor, M G Ramachandran, the cho 
minister of Tamil Nadu at that time, wh 
mediated between the centre and if 
LTTE leader Prabhakaran to persuade hi 
to accept the accord. Even at the height 
the IPKF operations against Tamil milits* 
in Sri Lanka, Indian intdligenoe agencr 
were known to be covertly helping LTT 
cadres in certain situations. Thus I' 
CoirgresscotUentionthat its leaden' itiilila 
support to the LTTE before 1987 » 
justified, while similar support, or ev< 
sympathy, for the LTTE anxmg Tamil Nx 
politicians in the post-IPKF period must! 
deiuMinced as 'anti-national' caiuiot' 
much ice. liisunfairtosiiigleouttbeDi- 
which, likeotberpolitical pattiesand gro>, 
then, sbort-sighl^y lent its wtighl bch 
the LTTE. 

As for the assassination, much is bci 
madeoftbedowiigradingoftheSPGsecur 
cover for Rgjiv Gandhi, which is be 
biaroed for the ease with which theassasx 
could approach him. But it should 
mneinbered that it was Rajiv Gandhi )k 
self who during hii prime mnusterihip I', 
the liecisran to limit SPG ctwer only to 
prime minister and his family. Once he 
out of ofYice. he could not have claimed' 
privilege. 

Sitaram Kesri and Ms cohofti, along- 
their fairy godmoiher al 10 Jaqwih. 
quite undentroriaMy giouiiig over d 
fKU wMdi prove beyond doubt that n 
ftom the beghnini the intervention is 
Lanka poKtioa by Indin Qaiidlil and her 
was iU^vised and, as expected, it 
in a massive fiaacQordesmictioii of Ixi 




livei on both tidei and ooniiderable 
humiliatiaa tor New Delhi. The UF should 
warn the Coa|ieu tlut h will be compelled 
to make public all the fans of this external 
policy misadventure that waa presided over 
byCongressKOvemmenuifCMigreuleaden 
insist on maUagtcspegoeUofoettainleaders 
of the UF. 

AIDS AND SPORTS 

Unproductive Association 

IT is indeed unfortunate that the Mumbai 
University should have decided to organise 
an inter-varisty sports meet with the sole 
objective of generating AIDS awareness 
among youth. It speaks of a lack of 
[Tumpreh^ioa of what is turning out to be 
a major public health issue and, just as 
liistiessingly, of a lack of seriousness about 
:ompetitive sports. The vice-chancellor's 
ttatement that “sports has been chosen as a 
neans for generating the necessary awareness 
ibout the dreadeddiseasebecauseithas been 
rbserved that students are rarely keen to 
mend a workshop solely on AIDS” should 
rrompt considerable introspection. 

It should be clear to anyone in vol ved with 
niblic health issues that there has been a 
xftain degree of overkill with regard to 
IIV/AIDS education. In any public health 
-ampaign there is a first stage when creating 
t rninimum level of awareness about the 
irublem is the main objective. To illustrate, 
ome years ago when nothing at all was 
Lnuwn about AIDS, publicity material and 
ixhibitions of campaign material attracted 
loodly crowds. But in the interim, with 
nany more organisations and groups 
nvolving themselves with such activity, 
here is much less public response. It is not 
lierefoie surprising that students would be 
lisinclined to attend seminats/worfcshops 
m AIDS. What is necessary today is to 
nsuiethat relevant literature, especially 
luwing (Ml current research, is available 
^hen a student wami to know more about 
ne disease. Forinstance,oolleges themselves 
;ould choose to foreground campaign 
nlormation on the debates within the 
vientific community on the origin of the 
iteaie or on other aspects of research into 
inding a cure for AIDS or on the related 
VMts and behavioural aipecu rather than 
ubjecting studenU to a set of sacroaanct 
..ivens’. Very little effort'has gone into 
Korponring current research findings in 
ubilc health material. Pottetabeaming‘safe 
messagea or stentorian waraingi on 
■uliiple ptBtnen are hvdly likely to atinct 
udent audieacea no matter how relevant 
ey are to the otijective of connlling the 
of the (Uteeae. 


In other woeda It la not enough to change 
the ‘packaghig' of the material - wrapping 
it in a sports meet U more likely to result 
in studenu (as well aa sporting authorities 
aadthegenenlpubUc)disrBgBidingtheq»fts 
meet than lead totheirfliowing any particular 
interest in AIDS awareneu education. In 
effect, competitive ipoitt, which as it is 
suffen lirom lack of encouragement, is also 
being iiiither devalued. And this is indeed 
a serious matter. There is an urgent need for 
upgrading the level of sports meets in India. 
And this cannot be done by using sports as 
a vehicle forpromotingcampaigiu on public 
health iuues. Inter-varisty meets would be 
the right place for spotting athletics aixl 
sports potential and giving due encourage¬ 
ment. Instead the Mabanuhira meet is likely 
to be a mela where athletic perfiffiiiaiKe will 
be a secondary focus. 

IRAQ 

No Cheers for the US 

S Nanjundan writes: 

THE new world order was ushered in by 
president George Bush in 1991 as US 
monolithism by forging a 26-nation alliance 
against Iraq and conducting the US Gulf war 
as a UN operation. Perhaps for the first lime 
since then the US has b^ unable to have 
its way in the recent sumd-off with Iraq. It 
was left to Russia to work out a solution with 
Iraq. Russia is now described by US policy 
experts as an ally of the US in anew strategic 
paradigm. The former superpower in a 
bipolar world is now an ally not a rival: the 
beginning of a new multipolar world after 
less than a decade of sole superpowerdom. 
Before returning to the othn recent indi¬ 
cations of multipolarily, one should review 
salient aspects of the three-week drama of 
the stand-off. 

The outcome of the stand-off has been 
described as two cheen for Saddam Hussein, 
one cheer for Russia, artd none for the US 
or the UN. US ciedibiiity fell to its nadir, 
iheiaric,abuseofSaddamHussdnnlparrM- 
like repetition of the call for Iraqi congrlianoe 
taking the place of rational considerKion of 
Iraqi grievances. The UN was as much to 
Marne as the US, having failed to hear the 
Iraqi deputy prime minister or to review the 
findings of the inspecton. In this light Iraq’s 
allegation that the adversary it alto the judp 
seemed to ring true. The Sp^alComndstion 
(Inspection) seemed to have delected and 
destroyed nuclear and mittile capability and 
much of chemical weapons cai^lity. The 
US aliefed that biological and chemical 
weapons could be developed within a short 
ttme. Hie woollineit of these reports and the 


lack of tiaaipamicy were compicuo us . The 
Iraqi lequcittoieviewlheinipecton’iepans 
jointly with expem was mmed down 
by the Security Cou^. Western values of 
e^ty, democ^ nd identiAc ntionalitm 
tookateverebea^ One wonders how one 
gea rid of a country's acieiidfic or techno¬ 
logical capability except by get ti ag rid of 
thetechni^ pexs o o n d wbo in any case 
serve adual purpose at iliocapableofpe^ 
time production. Did the US/UN consider 
creating a peaceful env ir onment for Iraq 
and winning the hearts and ndndt of the 
people? 

The US setback is Mamed on the lack of 
a west Asian strategy tinoe the Gulf war. 
‘Dialogue but no compUanoe' triifalsiaelhas 
been contrasted with the reverse policy in 
Iraq. No wonder there was DO support in the 
west Asia for miliiaiy acifoo. Such aetkm, 
it has been felt, could be untustamabie witb 
the comimiing ettrangefnem of ban. In the 
end except for Britain no one was in lavour 
of US/UN military action. 

The stand-off ptnpoimed sharply the rale 
of information technology whiiA assumed 
the character of virtud diplofflacy. For 
three wedcs the CNN carried the statements 
and reactiotu of the main players from 
hour to hour between New York, Baghdad 
and Washington even before letters or 
dmarches were officially sent, b looked 
like an informadon war. and it goes to 
CNN’s credit that it played fair and eqnb- 
able, bringiiig in-bettraen impartial expert 
opinion. Iraq came out more gtaanost 
than tbe cagy, edgy buteancnric UN and 
the one-slogan ('compliance before 
dialogue’) US. 

The stand-off brings into focus the aerioas 
deficiencies of (he UN security itnictnre 
which has not been seen to be impertial, 
transparent and cfTicicnL It has latiier been 
leenas Ml American tool not havingasepanae 
tdentity. If the US wants the UN to be its 
tool there will be no expansion, no red 
reform of the UN. Democracy in nation 
slates losing thdr sovereignty through 
globdisaiioii but oligarchy in the gkibd 
village, in global govenunce. 

To come back to the comiiig new world 
order There is a new Eurasian strategy 
with Chtna as an eastetn siniegic ally of 
the US hdping it to maintain die peace. Tbe 
NATO concept inchidei pmtnership wUh 
Russia. Russia has beoi induded u G-8 in 
the oligarchy and there is talk of CMna as 
the G-9. WiMn a decade however the gland 
oligarehy may be replaced by rasiltiimlif 
forces - US. EU. Russia. China. iWfliaf 
alliances with each other and wMiiegtond 
groups in an old-wortd balance of p ow er 
which may well serve world peace and 
security better than the p re sent aMgaicky. 



CURRENT STATISTICS 


£I*W Research Poandatlou 


Despite i lentb wcceasivc nonul monsoon, total kharif foodgraiiii output it expected to be lower at 103.49 mo tonnes agalut (be tarpei of 105JO mn toaaes. ftoducdea 
of olber kfaanf crops like abeeds, cotton and sufuvane » also expected to be lower than tbor respective lA^els. The one exetpOon it rice which may su r pass Rs iar|el 
P rocur emen t of food(iaias bai been higher tbit year, but despite the sUitring of central issue priM for ftmibes below the poverty Use. offtake oune down to 6.4 mn 
loaaei m April-Jvly 1997 from 7 1 mn toaoes in the tame period last year. Even so. aiocks have due to lower procuremeM last year. 

Macroeconomic Indicators 


Index Nnmben of Wbolcfak 
Priew (1981-82= 100) 


Alt Cominodities 
Primary Aiticlm 
Food Articles 
Noo-Food Anicks 
Fuel, Power. Light and Lubricants 
Manufactured Producu 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April S-November I, 1997) 


Coat of Living Indicca 


Weights 


Over 12 Months 


1996-97 1995-96 1994-95 1993-94 


Month 

Latest Previous 

1997-98 

1996-97 




-0.2 

.1.2 

6.7 

3.0 

6.6 

6.9 

5.0 

10.4 

-0 5 

1.4 

7.7 

2.7 

S.4 

7.0 

5.4 

12.7 

-0.8 

neg 

II.6 

1.8 

11.7 

9.6 

9.8 

II.9 

-0.3 

4.4 

1.8 

4.8 

3.9 

3.5 

-1.9 

15.5 

« 

11.3 

17.2 

7.5 

12.9 

16.9 

3.7 

2.4 

* 

2.7 

4.3 

2.2 

4.4 

4.9 

5.0 

ia7 

-0,2 

5.2 

8.9 

5.1 

14.0 

14.1 

-0.7 

8.1 

-0.6 

1,7 

10.7 

2.9 

12.4 

n 1 

6.3 

10.6 

_ 

5.8 

5.6 

4.7 

5.7 

6.4 

7.8 

10.9 


Latest __ Variation (Per CenI): Poinl-lo-PoiiU __ 

Month Over Over 12 Months Fiscal Year So Par 1996-97 1^5-96 1994-95 1993-94 
Month Latest Pievious 1997-98 1996-97 


Industrial Wotken (1982=100) 

361'’ 

0.6 

Urtw Non-Man Emp (1984-85=100) 

293« 

07 ( 

Agri Lob (1986-87=100) (Unk factor 5.89) 

262‘ 

0.4 : 



Money and Banking (Rs croie) Oct 24. 

1997 


Over Month Over Year 


_ Variation 

Fiscal Year So Far 
1997-98 1996-97 


Money Supply (Mj) 75706 

Currency with Public 14061 

Deposits with Bonks 61285 

Net Bnrfc Credit IQ Govt 313S4 

Bank Qedit to Comml Sector .18682 

Net Ftxeign Exchange Assets 11675 

Reserve Money (Cki 31) 20766; 

NetRB(CiedHtoCeniie(at3l) II96I: 

RBI Credit ID BIcsATomni Sect (Oct 31) 1.304: 

Scheduled Commercial Bonks 
Deposits 54743' 

Advances 28442! 

Non-Food Advances 27420( 

biveslments 222321 


Index Nmnbers of Industrial July 

PndnetiOB (1980-81=100) Weights 1997 


12.348(1,7) 

.5958(4.4) 

6928(1.1) 

5756(1.9) 

7933(2.1) 

2036(1.8) 

2865(1.4) 

4277(3.7) 

-J24(-09) 


1100.5.3(17.0) 
17118(13.9) 
96648(18.7) 
36547(13.2) 
.39431(11.4) 
25231(276) 
20850(11.2) 
-3695(-3.0) 
983(8 I) 


.56884(8.1) 
8179(6 2) 
48.347(8.6) 
2.5025(8 7) 
11470(3.1) 
13844(13.5) 
7620(3.8) 
-I(«(X-09) 
-208(-l 6) 


43007(7.1) 

5336(4.4) 

33806(7.0) 

19517(7.6) 

2745(0.8) 

938.5(11.4) 

-7643(-3.9) 

4539(.1.g) 

-I6748(-.58.1)- 


1996-97 


96176(15.9) 
14175(12.0) 
82107(17.0) 
31038(12.0) 
.30706(8.9) 
20773(25.3) 
5587(2,9) 
1934(1.6) 
J.5557(-54 0) 


72.581(1.3.7) 

17577(17.5) 

55042(12.9) 

35360(!S.9) 

51925(177) 

3109(3.9) 

25176(14,9) 

198.55(20.1) 

8747(43.6) 


97019(22.3) 

18380(22.3) 

77781(222) 

18501(9.1) 

.54949(23.1) 

24420(44.7) 

30610(22.1) 

2130(22) 

8067(67.2) 


5519(1.0) 84612(18.3) 41840(8.3) 

6076(3 2) 29068(11.4) 6020(2.2) 

4766(1.8) 27604(11 2) 3405(1.3) 

.3516(1.6) 44041(24 7) 3181.5(16.7) 


29008(6.7) 71780(163) 46960(12.1) 71726(22.8) 
I339(0..5) 24387(9.6) 42455(20.1) 47144(28.7) 
2381(1.0) 26580(10.9) 449.38(22.5) 45776(29.8) 
1.3505(82) 15731(15.6) 15529(10.4) 16731(12.61 


_Fiscal Year So Far _ Fiscal Year Av 

1997-98 1996-97 1906-97 1994:55“ 


Cencnl Index 
Mimog and (Juairying 
MaiuifMuting 
Electricity 


Capital Market 


100.00 311.3 .303.7(7.1)287.7(10.5) 302.1(6.5)283.6(11.8) 253.7(9.4) 2310(6.0) 218.9(2.3) 213.9(0,6) 

11.46 268.5 268.0(8.1) 248.0(1.7) 269.7(0 9) 267.3(7 4) 248 8(7 5) 231.5(3.5) 223.7(0.6) 222.5(0.6) 

77.11 3085 .301.5(86) 285.3(13.3) 299.3(7.8)277.6(13.1) 245.4(9.8) 223.5(6.1) 210.7(2.2)206.2(-0.8) 

1143 37.3.1 365.6(6,2) 344 1(2.5) 352.9(3.8) 340.1(8.1) 314.6(8.5) 290.0(7.4) 269.9(5.0) 257.0(8,.5i 


BSE SeiiMUve Index (1978-79=100) 
BSE-tOO (198.3-84=100) 

BSE-200 (1989-90=100) 

NSE-50 (Nov 3. 1995=1000) 

Skimta CDR Indm (Jan 1 1995=1000) 


Foreign Trade August 


Nov' 14. Month 
1997 Ago 


35700 4.8) 4012 
1.544(11.4) 1729 
.34701.0) 386 

102205.0) 1138 


1997-98 So Pa r 1996-97 
Trough Peak Trough Peak 


End of Piical Year 


3110(-0.9) 3427 4548 
I386(-.1.0) 1489 1980 
307(-15) 333 440 

889 970 1293 


2745 4069 3361 (-0.2) 

1217 1843 1464(-5.S) 

273 413 .32g(-3.0) 

788 11% lui 

na na na 


Expom: Rs croft 
USSinn 
Imports: Rs cfon 
US $ mo 

Non-POL US S mn 
Balance of Trade- Rsctor 


USSinn -319 


Fiscal Ye 

iwTos 


49766(4.2) 
13894(2.0) 
57608(8.4) 
16083(6.2) 
127910 3 7) 
-7842 
-2189 


io Far 
1996-97 


1996-97 


1995-96 


1994-95 


3367(3J) 3261(-13.7) 
l549(-3.5) I6a6(-I12) 
.345 (-6.3) 368(-18J) 

na na 

na na 


1993-94 


47776(22.5) 1175250 0.5) 106353(28.6) 82674(18.5) 
13617(9.7) 33106(4.1) 31797(20.8) 26330(18.4) 

5314806.8) 136844(11.6) 122678(36.3) 89971 (23.1) 
15148(4.6) 38548(5.1) 36678(28.0) 28654(22.9) 


11253(^.8) 
-5.372 
-1531 


2893l(-I.O) 

-19319 

-5442 


Nov 7. 

Nov 8, 

Mw3l, 


1997 

1996 

1997 

Month 

Ago 

96084 

69328 

80375 1225 

26304 

19376 

22369 

163 


29214(28.5) 22727(29,5) 1755201.2) 




69751(29.9) 53688(2191 
22238(20.0) 18537(3.8) 

7310105.3) 63375(32.4) 
23306(6.5) 218820 2.7) 


15782(12 3) 
-96*7 
-334.' 


Year So Far 1996-97 1995-96 1994-95 1993-94 
I997-98 I?55:9T 


FMHgpSaektmge 1997 1996 1997 Month 

■taereea (excluding gold) Ago Ago 1997-98 I,_ 


Rs crate 96084 69328 80375 

USSmn 26304 19376 22369 163 6928 


Notet: (i) Sapcnciipt numeral denraes month to which figure telxlei. e g, sopcncrlpl 8 standa (or AagntL (ii) Rgaftt in brackets lie pmcntai^ 
—,iy nniflri ineeified or ovcf Uic conpflndile period of the pKvioui year, na: not avnIliMe * nnfhwijnd 


















Agriculture 

Rainfhll 

1997 

1996 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

1988 

MeieoTOlogicsl divisions 















June-Seplcmbcr 



- 


Exuess/Normsl 

32 

32 

32 

28 

32 

29 

27 

ii 


42 

Oeficicnt/Scanty/Nil 

3 

3 

3 

7 

3 

6 

8 

3 

6 

3 

I’roduutlon 

1997-98 

I9%.97 1995-96 1994-93 1993-94 1992-93 1991-92 1990-91 

1989-90 

1988-89 

1 Agricultural Year) 

(Expecled) 










luial Foodgrains (mn lunnvs) 

199 0 

198.2 

185 0 

191.5 

184 3 

179 5 

168 4 

176 4 

171.0 

169.9 

Kharif 

103 

1047 

98,2 

toil 

100.4 

lUI 5 

91 6 

99 4 

lOl.O 

95 6 

Kubi 

93 S 

93.5 

86.9 

90.4 

83.9 

78.0 

76,8 

77.0 

70.0 

74.3 

lulal Rice (mn tonnes) 

73 1 

80.5 

79,6 

81.8 

80 3 

72.9 

74 7 

74.3 

73.6 

70 5 

Khanf 


71.5 

70,1 

72.6 

70 7 

65 3 

664 

66.3 

65 9 

63.4 

Kabi 

- 

9 1 

9.3 

9.2 

9.6 

7,6 

8.3 

8.0 

7.7 

7 1 

lulal wheat (mn tonnes) 


68.7 

62.6 

65.8 

59.8 

57.2 

55,7 

55 1 

49.8 

54 1 

Total coarse grams (mn tonnes) 

21 8 

34.1 

29,6 

29.9 

308 

36,5 

26 0 

.32 7 

34.8 

31.5 

Total pulses (mn tonnes) 

- 

14.9 

13.2 

140 

13 3 

128 

120 

14.3 

12 8 

13.8 

Khunf 

5 3 

5 8 

4.8 

47 

5.4 

5.6 

4.4 

54 

5.5 

5.6 

Kahi 

- 

9.1 

8.4 

9.4 

7.9 

72 

7.6 

8.9 

7,3 

8.2 

Oilseeds (mn tonnes) 

- 

24 5 

22 4 

21 3 

21 5 

20 1 

18.6 

18.6 

16 9 

18.0 

Sugarcane (mn tonnes) 

262.5 

271 0 

283.0 

275.5 

229.7 

228.0 

254.0 

241.0 

225.6 

203.0 

Raw coUan (lukh balc% of 170 kgb «ach) 13 4 

14.5 

13 1 

11.9 

10.7 

II 4 

9.7 

9.8 

11.4 

8.7 

Juic and mesui (lukh bales of IbU kgs each) 

1) 0 

89 

9.1 

84 

86 

10.3 

9.2 

8 3 

7.9 

Tea imn kgs) (calendar year) 

- 

7800 

753.9 

743.8 

758 0 

703 9 

742.0 

720 0 

684.0 

701.0 

Cuflce imn kgs) 

- 

220.0 

22.3.0 

I80.U 

208.0 

161.5 

1800 

170.0 

118.0 

215.0 

PrncurenMnI of Koodgrains 

Up to September 15 









tmn tonnes) 

1997-yikP) 

1996-97(P) 

1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

nujl lApril-Maa'h) 


- 

18 0 

23.0 

25 3 

27 2 

189 

18.2 

23 9 

20 2 

Rice ((Xlntx-r-SepIcniber) 

1 2 2 

9.9 

12 2 

100 

137 

)4 7 

13 1 

102 

12*' 

II 8 

Wlicji (April-Murvh) 

9 3 

82 

82 

12 3 

119 

128 

64 

78 

78 

II.1 

Omslte ot Foadgra(na (nm (onncsj 

ApnI-Julv 









lApril-Marvhl 

1997.98 

1996-97 

1996-97 

995-96 

99.5-96 

994-95 1993-94 

1992-93 

1991-92 1990-91 1 

I uiul 1 inci euarsc groins) 

6 .18 

7 12 

25 6 

24.4 

25 8 

187 

17.9 

17.2 

19 2 

16.1 

Mice 

3 84 

3 74 

12 3 

11.6 

135 

86 

90 

94 

10 1 

7,9 

VV)icji 

: 54 

3 38 

13 3 

127 

122 

10 1 

89 

7 7 

9.1 

82 

hind Studui with (iiivl AgeiKics (mn lonnrsl Aug 1 

Aug 1, 









1 A|iril-MurchJ as at the end ul (he period 1997 

1996 

1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

989-90 

1 Dial (mcl coarse grains) 

17 8 

24 9 

164 

20 8 

26.8 

205 

14.7 

12.2 

17 3 

11.6 

Kicc 

87 

II 8 

13.2 

130 

18.1 

13.5 

II.O 

9.8 

11.2 

79 

Wheal 

y.2 

1.3.1 

3 2 

78 

8.7 

70 

3.0 

2.4 

5 8 

3.6 


Industrial Production 


Infruiilruclurt InduUriu 


July 

IW 


Vanalion Over 
Year 


Munih 

Ago 


Ago 


Cumulative Tor Fucal 
Year S o Far 
lyw-o't ^ 


lyyh-y? 


19<»5-<«) 


l<»4-9.S )99V<M 


19W-96 


Ciul <nui imi 

Ur'i.irKiiy generation (mn kwh) 

Hydel 

lliermallincl nuclear) 

Mam load tactur 
Crude pemleum (000 ins) 
ntboloini products (000 ms) 
!>alealile steel (min plaius) 
(IXIOtns) 

CeraenKCOO ms) 

FMhser (N) (000 ms) 
Feitilitcr(P,Oj (000 ms) 
Kovenue ewiMi loads mne 
on rallwsys (nm ms) 


21 1 

OOKO 1) 

0 56(2 7) 

86.7 (5 6) 

82 1 (10 3) 

285 7(5 8) 

270 1(16 4) 

253.7 (3.2) 

2460(3.4) 

.14.581 

1678(5 1) 

2687 (8 4) 

13.586(86 2) 

127979(2 1) 

.394488(3 9) 

379684(8.21 

.351025(8.5) 

.123323(7,4) 

7250 

2151(42.2) 

8.30(12.9) 

22284 (4.4) 

2I35I(-I39) 

68609t.5 0) 

72223(.|2.S) 

82511(17 3) 

70311(108) 

27311 

-4731-1 7) 

18.57 (7 3) 

11.3676(6.6) 

106628(6 1) 

.12,5879(6 0) 

.107461(14,5) 

268514(6 1) 

253012(9 4) 

50.5 

. 

- 

64.9 

64.1 

64.4 

63.0 

60.00 

61.0 

2844 

122 (4.5) 

116 (4.3) 

11252 (.3.2) 

I0900(-ID.O) 

3I541(.8.7) 

.34563 (7.2) 

32239(19.2) 

270IS (0.3) 

.5957 

791 (15.3) 

818(15 9) 

21908(7.4) 

20480(5.2) 

62814(7 2) 

58578 (3.6) 

56534 (3 9) 

S4344 (1.6) 

11626 

132.6(12.9) 

-I18(-l.l) 

4347 (-3.9) 

4525 (5.5) 

14211(1.6) 

13982 (8.9) 

12839(8.3) 

11860(4.7) 

6310 

-680 (-9 7) 

■ ISO (-2.8) 

269.10(5.2) 

25590(13.5) 

76176(9.9) 

69.309(11.2) 

6235.5(7.6) 

57833 ( 6 . 8 ) 

830.5 

53.5 (6.9) 

108.9(15.1) 

3054.6(26.7) 

2410(11.6) 

8599(-20) 

8777(10 5) 

7945(92) 

7230 (-XT) 

2.34.8 

2JI (1.2) 

44.1 (^3.1) 

924.3(33.8) 

690.8(-l4.6) 

2556(4). 1) 

2558 (2.6) 

2493(373) 

1816(-20A) 

34.9 

027(0.8) 

1,75(5.3) 

138.2 a.3) 

128.8(6.7) 

409(46) 

‘.391 ao) 

365 (1.9) 

3S1 (0.3) 


employment 










^~r*T ‘Tarhsiiiimnllillr-f***]' 

1996-97{P) 

1995-96 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

Number on live itfisien (end-period) 

37631 

36825 

36635 

36039 

36306 

36552 

34890 

33349 

3030S 

fumber of refUinbom 

5943 

5883 

5931 

5667 

5100 

6079 

6404 

6823 

6010 

lumber of placements effected 

252 

219 

212 

216 

229 

2S9 

253 

294 

312 

’Ittcenienoi u panmtfe CO 
' reglttraikNii 

4.2 

3.7 

3.6 

3.8 

4,5 

4.3 

4.0 

4.3 

S.3 



COMPANIES 


EFW Rowarch PooiHialioii 


BOMBAY DYEING 

Sharp Drop in DMT Prices 

A SUBSTANTIAL fall in the international 
prices of dimethyl terephthalate (DMT), a 
raw material used in polyester fihres, since 
the third quarter of 1993-96 saw Bombay 
Dyeing’s bottomliiie suffer during 1996-97. 
Global over-capacities resulted in an over- 
supply position, thus causing a stuup drop 
in DMT and purified terephthalic add (PTA) 
prices. The company’s net sales and value 
of production declined by 28.6 per cent and 
30.6 per cent, respectively. While operating 
profit fell by 46 per cent, the company’s net 
profit was down drastically by 89.4 per cent 
over the previous year. 

The company's textile division saw its 
margins come under severe pressure due to 
sharply escalating costs coupled with price 
resistance both in the domestic and 
isiemational maricets. Though cotton prices 
tcaudned lower due to the good cotton crop 
in 1995-96 and prices of polyester staple 
fibre and filament too remained soft 
throughout the year, the benefit of low raw 
raiaerial cost was mote than offset by the 
substantial increases in cost of power, water 
and fuel. The company has now engaged the 
Warwick Manufacturing Group of the 
Universily Warwick in the U K in order to 
apply their expertise to develop a clear and 
focused strategy and assist in the imple- 
mentation of a programine of fundamental 
change requited to change the company's 
fortuites. 

Despite a six week shut down of the DMT 
plam, production of DMT increased from 
1,34,SM tonnes in the previous year to 
1,43,586 tonnes, representing an increase of 
6.7 per cent. 'The sharp drop in prices, how¬ 
ever, resulted in tunmver from this division 
(in value terms) dropping by nearly SO per 
cent from Rs 8 S 8 .Scrore to Rs 441.2 crore. 

The company’s earnings per share fell 
drastically from Rs 30.4 to Rs 3.1 and it cut 
the divid^ rate from 55 per cent last year 
to 35 per cent. Despite the lower dividend 
rale, it had to dip into its reserves to dis¬ 
tribute the divid^ and its book value fell 
froroRs 179.9 per share to Rs 169.4 per share. 

The company's equity capital increased 
from Rs 38.6 crore to Rs 40.4 crore during 
the yev under re view folio wing the exercise 
of conversion rights attached to equity 
warrants issued on a rights basis to shaie- 
holden and to GDR warrants by the holders 
duceof. Meanwhile, the company's equity 
shares havebeen inducted intothe depository 
system of the National Securities Depository 
(NSDL) as an eligible security under the 
Depositories Act, 1996. 


During the first half of the current year 
the company had to shut down its DMT plant 
at Patalganga due to a fire causing a loss of 
about Rs 30 crore. Sales during the first 
quarter of the year rose by only 8 per cent 
Born Rs 288 crore in die corresponding 
period last year to Rs 311 crore. While the 
turnover of the textiles division remained 
stagnant, the main contributor to the rise in 
total sales was the DMT division. Exports 
during ihi.s period touched Rs 72 crore. As 
per the company ’ s estimates, while turnover 
and profitability for the current year will be 
better than that achieved in 1996-97. exports 
will see a .slower growth and are estimated 
to be around Rs 233 crore for the entire year. 
The slower rise in exports can be attri^ted 
to the impact of anti-dumping duty imposed 
by the ^ropean Commission on Indian 
textiles. 

'The company’s share price, meanwhile, 
rules around Rs 103 on the bourses, 
discounting its 1996-97 earnings per share 
by 33.6 limes. 

MUKAND 

Lack of Demand 

Lack of domestic demand for steel products 
and sluggish international prices, which 
dropped by an average of IS per cent 
compared to the previous year, saw Mukand’s 
bottomlinc fall drastically during 1996-97. 
While net sales and value of production fell 
by 22.1 pcrcentand23perceru.respectively, 
the company’s operating profit declined by 
7.6 per cent over the previous year. The 30 
per cent hike in power tariff forced the 
company to focus on high value added 
products and discontinue the marginal 
product lines. The value of contract work 
completed was also lower as work relating 
to the turnkey contract for the Rourkela steel 
plant’s basic oxygen furnace shop nwdemi- 
sation that remained to be completed during 
the year was substantially lower. 

Output of rolled producu during the year 
fell from2,12,698 tonnes to 1,63,348 tonnes, 
representing a drop of around 22 per cent. 
The company claims that it has now 
intciuined its multi-pronged efforts for cost 
reduction by improving yields, reducing 
consumption of materials, using alternative 
raw materials, reducing manpower, improv¬ 
ing recovery of key ferro alloys and cutting 
back overheads. 

A sharp increase in interest charges (up 
34 per cem) resulted in a 69.5 per cent fail 
inthecompany’snetproTft-notwitlMtmding 
a mere 4.6 per cent rise in depreciation 
provision and 8 S.S per cent lower tax pro¬ 
vision during the year. 


The company's earnings per share fell 
fromRs IS.S to Rs 4.6 while iu book value 
edgedupfromRs l34.3persharetoRs 138.6 
per share. Mukand prudently decided to cui 
the dividend rate from 33 per cent to 23 per cent 
Production of carbon steel and alloy steel 
castings improved from 8,657 tonnes tu 
12,078 tonnes during the year under review. 
During the second half of the year there wtu 
an increase in orders for railway castings 
from wagon-buiklefs. Thetupham^testing 
facility designed in-house, meanwhile, has 
been commissioned resulting inreducedcost 
- earlier the company had to get the draft 
gears tested at a high cost with other 
foundaries. The company also claims to have 
improved its product-mix by stepping up the 
produaion of value added items. 

At the end of 1996-97, the company's 
machine building division had orders worth 
Rs 107.5croreinhand.Majorordersincliide(i 
order for cranes, steel plant equipment ansi 
cement plant equipment. The company has 
also si gned a memorandu m of understandi n; 
with Mitsui Engineering Services, Japan, lui 
co-operation in India for manufacturing 
cranes for container projects. 

'The company has entered into a strategic: 
alliance with Kalyani Ferrous industries ansi 
Kalyani Steels for setting up steel-makin): 
facilities at Huspet in Karnataka. The projat 
aims at producing carbon and alloy steel 
competitive costs with the hot metal that will 
be available from miniblast furnaces. This 
route uses iron ore and coal, and will leplaw 
the electric arc furnace route which hss 
become uneconomisral due to ri.sing cost uf 
scrap and power. While the entire projuif 
envixages an outlay of around Rs 300 crore. 
the first phase will have acapadty of 1,7O.(K)0 
tonnes of steel blooms and billets per annum. 
Commercial production is expected to 
commence in early 1998-99. 

Meanwhile, the company's share presently 
quotes at around Rs 30 on the bourvos 
discounting its 1996-97 earnings per shore 
by 10,8 limes. 

JCT 

PSF Price War 

ThisM MThapargroupcompany perfomiesl 

poorly during 1996-^ due to the 
polyester staple flbre (PSP) prices prevailinf 
globally. While PSF prim had ernssoi 
Rs 100 per kg in 1994-95, they have hoes 
decliningever since. During the cuneni yctr. 
1997-98, imernational PSP prices have her* 
around Rs 36 to Rs 42 per kg with 
allowing inipoita at around 27 per cent duty 
Though net soiei and value of produouf* 
Improved by 12.5 per cent and 1.5 percc« 




ntWMk’a 


(KttMt 


nhandalMicalan 

■embtyPreini 

_MnlUHtd_ 

_JCT_ 


March 

1997 

March 

1996 

March 

1997 

March 

1996 

March 

1997 

March 

1996 

*M*rtiaII?*^*^"***"* 

84797 

118753 

78058 

100259 

81252 

72211 

2 Value of prodoedon 

82905 

119437 

79295 

102974 

81384 

75003 

3 Other Income 

11321 

9991 

5145 

3216 

7290 

5224 

4 TotatiMCnmi 

94226 

129428 

84440 

106190 

88674 

80227 

S Raw maiedaliAtotct and 

spares cooaamed 

51963 

74483 

42649 

57191 

46692 

46466 

6 Other roanufactating expenses 

14939 

14119 

18709 

24207 

14699 

13010 

7 Remunetatiaa U) employees 

7341 

6829 

5161 

4821 

5550 

5067 

8 Other expenses 

5883 

7907 

3887 

4776 

8372 

8091 

9 Optruting pn^it 

14100 

26090 

14034 

15195 

13361 

7593 

10 Interest 

10375 

10211 

10827 

8078 

10990 

4560 

II Grouptafil 

6103 

16196 

3292 

6834 

3192 

5065 

12 Depredetion 

4725 

4486 

1792 

1714 

4568 

3386 

13 FrifUbefnrt tax 

1239 

II7I0 

1396 

5095 

-1376 

1679 

14 Tax provision 

NA 

NA 

145 

1000 

NA 

NA 

IS Frafilefitrtmx 

1239 

II7I0 

1251 

4095 

-1376 

1679 

16 Dividends 

1388 

2161 

687 

918 

87 

928 

17 Retained profit 

-149 

9549 

564 

.3177 

-1463 

751 

UabUitk^MMte 

18 Paid-up capiud 

4039 

3857 

2701 

2644 

12560 

12560 

19 Reserves and surplus 

64362 

65510 

.37901 

36185 

60946 

62786 

20 Loof-lenn loans 

38791 

40717 

17422 

161II 

39132 

32801 

21 Sbort-tenn loans 

23855 

43742 

41043 

26618 

26099 

26404 

22 Of which bunk borrowings 

15755 

39242 

35097 

25143 

18127 

23530 

11 Grou fixed asseu 

82320 

79528 

44510 

40010 

111194 

105980 

24 Accumulated depreciation 

35468 

30S4I 

I7I08 

15225 

25643 

21009 

2S Inventories 

18664 

2.3814 

24664 

25246 

17192 

19469 

26 Tolel assets/Iiibilities 

165153 

178183 

124763 

II3IS9 

1646.31 

157525 

svna^^wuo^^p^m^^mw nuepu^nm 

27 Excise duty 

14169 

20195 

8791 

8992 

ISS80 

12582 

28 Otois value added 

16690 

25655 

15130 

16775 

13925 

12095 

29 Total foreign exehanic income 

21705 

1774.1 

10441 

16034 

10421 

8167 

.10 Total forei|n exchange outgo 22.112 

Key flneneial end prrfermunrf raUoe 

42850 

14861 

22885 

11867 

.30054 

31 Turnover ratio 

(sales to total assets) (%) 

51 34 

66.65 

62.57 

88.60 

49.35 

43.84 

12 Sales to total net assets (%) 

64 71 

77.20 

78.79 

122.93 

58..36 

53.67 

13 Grom value added lo 

grou fixed assets (%) 

20.27 

32.26 

33.99 

41.93 

12.52 

11.41 

34 Return on utvesnneM 

(gross profit to total assets) (%) 

3 70 

9.09 

2.64 

6.04 

1.94 

3.22 

Gross profit to sales 

(grass margin) (%) 

7,20 

1.1.64 

4.22 

6.82 

3.93 

7.01 

36 Operating profit to sales (%) 

16 63 

21 97 

17.98 

15.16 

16.44 

10.32 

37 Profit before lax to sales (%) 

1.46 

9.86 

1.79 

5.08 

-169 

2.33 

.38 Tax provisioa to 

profit before lax (%) 

NA 

NA 

10.39 

19.63 

NA 

NA 

39 Profit after lax 10 net worth 

(ratara on cqaiiy) (%) 

1.81 

16.88 

3.08 

10.55 

-1.87 

2,23 

W Dividend («) 

35.00 

55.00 

25.00 

35.00 

NA 

7.50 

Eainingpertbaie (Rs) 

3.07 

30.36 

4.63 

15.49 

-1.22 

1.38 

2 Book value per sfaere <Rs) 

169.35 

179.85 

1.38.60 

134.32 

54.16 

55.44 

•3 P/E ratio (bamd oa latest and 

concspondiiig last year's price) 

33.58 

6.65 

10.80 

7.55 

NA 

14.51 

.: Debt-equity ratio 

(adfuMcd for levalnatioa) (%) 

56.71 

58,70 

46.54 

45 36 

59.88 

49.02 

-3 Short-term hank borrawinis 

toiavumorlea (%) 

84.41 

164.79 

142.30 

99.59 

105.44 

120.86 

1 Suodty eiodiion to 

snadry debtors (%) 

169.60 

58.57 

41.19 

54.99 

91.88 

109.42 

7 Toliri iwnamratiw lo «»ployeet 

to groas valae added (%) 

43.98 

26.62 

34.11 

28.74 

39.86 

41.89 

Total remanemtlon to amoloyecs 

to value of prodnctlen (%) 

8.85 

5.72 

6.51 

4.68 

6.82 

6.76 

' Gram fixed aiieu totmaiion (%) 

3.51 

11.69 

11.25 

834 

4.92 

34.ljS 

) Otowib in htvemofim (6) 

-21.63 

7.48 

-2.31 

10.97 

-11.70 

-0.53 


-y- NA MiviiliM*. 


reipectivety. duriaf 1996-97, the company 
fuflered a net loae of Ra 13-8 crore as 
compared to a pra6t of Ra 16.8 cnxe earned 
■during the pieviaui year. 

One of the main culprits responsible for 
the company’s poor p^on m eice was the 
ahaip increaae in interest chaigea which shot 
upt^ 141 per cent over the previous year. 
This was because immediately after 
undcftaking modeimsation and ea p e n sk m 
of its textile division and synthetic fibre 
division, the company was fiK^ with aright 
money nuuket. In order to complete the 
projecu on band, the company bad to resoit 
to borrowings on co m par atively high rates 
of interest 

Depreciation provision was also higher by 
34.9 per cem during the same period thie to 
the expanskm and moderaisalioo carried out 

'Tuinnver at the company's steel division 
rose by 8.3 per cem fim Rs 73.5 crore in 
1995-96 to Rs 79.6 crore. The wotfc for 
setting up the fatdiily for manufacture of 
wire rope hat been completed, thus helping 
the division to rlivcrtify its prorhict range 
and improve realisation. The project was set 
up in technical coHaboratirm with Korea Act 
Corporatirm of Struth Knr:. 

The cmnpany claims that trie worst it over. 
Further it is tapping the intenrabottal market 
in Older to meet the existing cash enmeh asid 
also to replace some high interest rupeeriebt. 
The company plans to raise $30 mn Ihiough 
FCNR(B),'$3 mn through external com¬ 
mercial borrowings (ECBs) and $10 nu by 
way of export credit. It also plans to Mve 
off its PSF division as it is iociuTing fai^ 
losses at present. 

The situation prevailing in the PSF mairkei 
has resulted in several compiiues affiesing 
discounts and coneessiciu to hold customers. 
Tbeit seems to be an utgem need to rtaott 
to some measures for stabilising PSF prices 
in India. In fact. JCT, along with IndoRasna 
and Reliance, is attempting to form a 
coiBottium in order to do away widi the 
existing price war in iMssector. tf this stnlegy 
succeeds.thedomeitic price couldbepegged 
jt a little lower than the landed price, which 
is expected to benefit the coasumer and the 
spmning mills. The excess capacity would be 
exported instead of being sold domeiticidly. 
The proposal also envisages cutting produc¬ 
tion by 20 per cem in order to ensure dud 
exccsscspacity is noicremed and the revenues 
are mainuined by realising more value per 
tonne. As per esdmates, JCT pt ua e n dy 
manufactures around 3,000 toonet of PSP 
per momh, while Indo Rama and Relianoe 
produce 12.000 tonnes mid 23,000 tooBia 

per month, respectively . The total domeidc 
demand for the product, however, bmdn 
around 32,000 tonnes per moMi^ wUch 
leaves an exoeu capndty of 6^000 imKHt. 

‘Ihe cornpaiqr'i share is cutiMdy gpnMI 
bdow par at aromid Rs 9.5 on i 



CIVIL LIBERTIES 


Farce of IVansparency 

A GNoonmi 


For years successive governments of India Have flatly refused to 
permit UN Special Rapporteurs on Extrajudicial Executions and on 
Torture to enter India, What, then, is the worth of professions of 
transparency and commitment to human rights? 


NQT once in all these years has any 
government of India permitted a Rapporteur 
appointed by the UN Human Rights 
Commission to visit India in order to study 
issues of human rights that fall within his 
remit. Indians have served on SAARC and 
other teams of observers to watch the conduct 
of elections in Nepal, Bangladesh, Sri Lanka 
and even Pakistan. But, India flatly refuses 
to allow any team of international observers 
when elections are held in India, especially 
in Jammu and Kashmir. 

A perusal of the Annual Reports of UN 
Rapporteurs and Working Groups on the 
stateof human rights in India and the attihtde 
of its government should have a sobering 
effect on those who imagine that all is well. 

Let us begin with the 1997 Annual Report 
of the Special Rapporteur on Extrajudicial. 
Summary or Aibitrary Executions. We 
politely call them ‘encounters', ever so 
flawlessly arranged by the police whether 
in Kashmir, Punjab or in Mumbai in recent 
years. If we have nothing to hide and sVrear 
by transparency, why was the Special 
Rapporteuriefiised permission to visit India? 
Paw227 and230ofhisiiq)cttspeak volumes 
for the sincerity, or lack of it, of those 
professions. Th^ read thus: “The Special 
Rapporteur asked the government to provide 
fiiitto information with regard to the case 
of Jalil Aiidrabi. He also reminded the 
government of allegations transmitted to it 
on June 4,1996 and September 25,1995 to 
which no reply had yet been reedved. In 
addition, the Special Rapporteur retterated 
hit interest in visiting the republic of India 
that he had previously expressed in letters 
to the government dated January 8, 1994, 
February 7.1994 and September 23, 1994 
... The Special Rapporteur hopes that the 
commitment to openness, transparency and 
full co-operation, expressed by the 
government in a letter dated November 22. 
1995. will lead to the extension of an 
invitation to the Special Rapporteur to visit 
India in the near future.” 

Thus for nearly four years the Special 
Rapporteur has been knocking at our doors. 
They remain slammed in his face. He is 
polite to thank the government of India “for 
thereplies provided for the cases transmitted 
to it” (para 228) but records also the cases 
in which no reply was forthcoming; “He has 
also reminded ihegovemmem of idlegations 
tnnsmitted to it on June 4, 1996 and 


September 25,1995 to which no reply has 
yet been received” (pm 227). 

They pertained to J^il Andrabi, a 36-year- 
old civil rights Kashmiri lawyer, married 
and with three young children, who was 
taken from his car, on March 8, 1996. 
allegedly by personnel of the 35 Rashtriya 
Rifles unit stationed in Badgam. His corpse 
was found a few days later. It was one of 
the best advertised and forewarned muideis. 
Andrabi had taken photos of the “visitors” 
who had come to his house only a few days 
earlier. As chairman of the Kashmir 
Commission of Jurists he had filed, 
successfully, public interest cases to secure 
the nghts of detainees. He was to have 
appeared before the UN Human Rights 
CommissioninGenevafromMarchlS, 19%. 

Amnesty International published a report 
on his case in March 1997. The Suuesman 
published on June 3,1997 a letter by Nellie 
Stadt from Victoria, Canada, apparently an 
informed Amnesty activist, which alleged 
that the Special Investigating Team had 
"reported on April 10,1997 that a Major in 
the 103rd unit of the Territorial Army was 
responsible for the abduction and killing". 
The Indian public is denied information. 

Paras 218 and 219 of the Report describes 
the situation graphically: "The Special 
Rapporteur continues to receive numerous 
reports indicating the occurrence of violations 
of the right to life in India. The majority of 
the information received related to the 
situation in the state of Jammu and Kashmir 
where, according to various sources. Indian 
security forces were responsible for human 
rights violations, including deliberate killings 
of detainees in custody and reprisal killings 
of civilians. The perpetrators of extra) udicial, 
summary or arbitraiy executions reportedly 
continue to enjoy virtual impunity. In 
addition, it was reported that the government 
continued to support paramilitary troops 
which are reportedly also responsible for the 
killing of a large number of civilians. The 
source pointed out that these troops ate non- 
uniforrned and therefore difficult to identify. 

‘The Special Rapporteur was also informed 
that a number of armed milituit of^tositiort 
groups are responsible for human right 
abuses, including the killing of numerous 
civilians". This testifies to his laimess. 

The 1997 Annual Report of the UN 
Working Group on Disaniearances has an 
equally depressing tale to tell. A summary 


execudoo or 'encounter' leaves behind i 
corpse to tell its tale. 'Disappearances' le- . 
no such trace. 

The UN Special Rapporteur on Tortuit 
has also been refused permission to tread og 
Indian soil as his 19^ Report reveals, net 
for the first time, either. Ihra 4 of his Repro 
reads thus: "The Special Rapporteur is 
grateful for the responses of the govemmen 
and the efforts involved in collecting sudi 
information in a large federal staici 
Nevertheless, he continues to be concemedl 
at the penistcnce of allegations of tofturc.| 
followed oflen by death in custody, and igT 
regret the reluctance of the government tol 
invite him to visit the country.” So much fu] 
transparency. 

Pam 1 and 2 bear quotation in cxtensit| 
By letter dated September 16, 1996 ih 
Special Rapporteur advised the governmea 
that he had continued to receive infontiaiioil 
indicating that the security forces in Jan 
and Kashmir had tortured detainees sysicJ 
matically in order to coerce them to confeaf 
to militant activity, to reveal informatia 
about suspected militants, ortoinflictpunisSl 
mem for suspected support or sympailn| 
with militants. The use of torture was s 
to be facilitated by the practice of holdio) 
detainees in temporary detention centroj 
without access to courts, relatives or medjo 
care. The methods of torture reported inclu 
severe beatings, electric shodis, crushu 
the leg muscles wttha wooden rones', buna 
with healed objects and rape. 

The practice of incommunicado deteniio 
was said to facilitate torture. The i 
forces were reported rarely to produ 
detainees before a magislrate. despite t 
being required by law to do so within i 
hours of detention, k was reported that sin 
1990 over tS.CKX) habeas corpus peiiiue 
had been filed to reveal the wheteabouK 
detainees and the charges against them, b 
that in the vast majority of these casu t 
authorities had not responded to the petai(ii| 
Why does not the‘mainstieam' press r 
to the public the humiliating fact that raj 
years successive governments of India 1 
flatly refused to permit UN Speciil 
Rappotteun on Extrajudicial Executions > 
on Torture to enter India? What, then, is li 
worth of professions of transparency 
cornmitmem to human rights? 

The InienuUioHal Herald Tribunr < 
Februaiy 12,1997 reported that the Supn> 
Court of Spain was due to examine a dosvi 

of 18 milttaiy imeUigenceieportas 
by prosecutors. They were invesligatu 
whether the deaths of Basque sepvd 
militants at the hands of the Aati-TefTir 
Liberation Croups, between 1983 and 1'^ 

- were part of a secret operatloa by i 
government of Felipe Gonzales. ThcR ( 
be no doubt at to official patronage of 
pro-govermnent kiRer groups in Ks!>i 
who are also responsible for toriun 
disappearances, and eflcoumen. 


.a %af a I 




COMMENTARY 


Are Amendments Required in the 
Anti-Defection Act? 

Prasfaant Bhiuhan 

There is no easy way to plug all the loopholes in the Anti-Defection 
Act. Every attempt to deal with the problem will create new problems 
of its own. One thing is clear, however: even in cases where the act 
can work, it is not being allowed to work because the adjudicating 
power has been given to the .speaker. The one salutary amendment 
that is called for in the act, therefore, is to take this power away 
from the speaker and entrust it to an impartial authority. 


THEsoididcinmain UPasscmbly recenily. 
in which all the MLAs front the Congress, 
the BSP or Independents who suppuned or 
joined the BJP have been rewarded with 
ministerial berths, has generated a fresh 
intense debate about theefficacy of the Anti- 
Defection Act and the need to amend it to 
itop such large-scale dcfectioas which have 
token place despite the act. It is ironical that 
it is the Congres.s Party, now at the receiving 
;nd of six-h defections, which is making the 
maximum noise about it. It is this very 
Congress Party which ha.s over the years 
.aken advantage of large-scale defections 
snd used partiinn speakers to stall the 
Jisqualiricaiiun of those legislatures who 
Jcfected to join the Congress Patty and who 
were liable to be distjualined even under the 
rxisling act. The Congress Patty is now 
'tying foul when the BJ P. which has replaced 
he Congress Party as the single largest party, 
hreatens to do what the Congress had been 
Joing for so many years without any qualms 
)f conscience. 

Perhaps because the Anti-Defection Act 
s still relatively new (having been in ex istcncc 
oronly 12 years land because its provisions 
lave not been used very often arid have, in 
act, been abused more often than they have 
seen used, there is still little understanding 
ibout even the provisions of the existing act. 
t will be useful, therefore, to spell out the 
talient features of the existing act along with 
Is inlcrpietation by the Supreme Court thus 
ar before we proceed to discuss the 
iesirability of variwssuggestod amendments 
o the act. 

Section 2 ol the act provides for 
Hsqualification of a member of a house of 
egislature or parliament on essentially two 
rounds: (a) if he voluntarily quits his political 
Hirty, and (b) if he voles or abstains from 
'otingoonlrary to any direct ion(whip)i.ssiiod 
y ilutt party. 

Section 2 further provides that a legislator 
fectedasanindependent will be disqualified 

he Joins a political party after his election. 

Constitution Bench of the Supreme Court 
.as bddUwittw direction or the whip fcferr^ 
} in Section 2 of the act will apply only in 
espectofwhipaissuedonconridaiceorno- 
.tHifldencUtnotiont. addressnf the president 


or passage of the finance bill (motions on 
which the survival of the government 
dependsjor “whether such a motion amounts 
to disapproval of the programme or that il 
relates to a matter which was an integral 
policy and programme of the political party 
on the basis of which it approached the 
electorate”. The court has held this on the 
basi.s that the freedom of speech and expres¬ 
sion and even of voting of a legislator is a 
very important right and cannot be stilled 
by the Anii-Defection Act except on matters 
on which the survival of the government 
depends or any matters of policy and pro¬ 
grammes which was part of the declared 
policy of the party on the basis of which it 
had gone in the polls and on the basisof which 
that member was deemed to have heen elected. 

Section .1 of the act makes il clear that 
disqualificaiionunderSection2 will not take 
place in the ca.se of a spin and the split is 
deemed to have taken place if that member 
belongs to a faction which has the support 
of not less than one-third of the members 
of his original legislature pany (members of 
hispaity in that paiticularlcgisl alive assembly 
or the parliament, as the case may he). 

Section 4 of the act provides that a member 
of a house will not be di.squaliricd under 
Section 2 if hisoriginal political party merges 
with another psilitical party which will be 
deemed to have taken place if two-thirds of 
the members ofhispartyinthal house agrees 
to such merger.' 

Section S makes an exception in the case 
of a person elected as speaker or deputy 
speaker who resigns from hisoriginal politkal 
party while he holds that office nr rejoins 
after he ecases to liold such office. 

Section 6 of the act pmvides that the 
question as to whether a particular person 
has become subject todisqualificationunder 
the act shall he decided hy the chairman or 
speaker of such house and funher says that 
his decision shall be final. The Supreme 
Court has, however, held that this finality 
of the on^ of the speaker will not apply 
wfth respect to the jurisdiction of the high 
court or the Supreme Court under the Con¬ 
stitution and ibM decision of the speaker will 
he open to challenge on the violation of 
natural justice, mutafides. pcrveniilies, etc. 


Section 7 of the act had ousted the juris¬ 
diction of the court in matters relating to 
disqualification under the act This section 
has. however, been struck down by the 
Supreme Court as unconstitutional since the 
judicial review had been held to be part of 
Ihe basic structure of the Constitution and 
any order by an administration or quasi¬ 
judicial authority cannot be pul beyoiid the 
judicial review by the high court or the 
Supreme Court. 

Under the present provisions of the Anti- 
Defection Act also, it is dear thtu the 12 
members of the BSP (out of a total member¬ 
ship of 66) who have joined the Kalayan 
Singh government in UP, are liable to be 
di.squalified under the act since they would 
be deemed to have voluntarily given up the 
membership of their original political party 
and their number does not conslitule one- 
ihi id of the total membership of their original 
political party for them to be considefed a 
split faction. Despite this, the UP speaker, 
who is clearly a partisan of the BJP. has not 
disqualified them and is whiling away time 
while ihe BJP tries to win over 10 more 
Ml .As from the BSP so that thdrtotal number 
becomes 22 (one-ihirdot the original strength 
of the BSP). This brings to light the major 
operating problem with the working of the 
Anti-Dcfection Act. This is that the origiiMl 
decision regarding whether a member has 
become subject to disqualification under the 
act has been left to the speaker who is always 
or almost always a person belonging to tire 
ruling party and has been usually found to 
be partisan in his approach. Though his 
decision is subject tojiidicial review, because 
the original decision has been left to him, 
he is successfully able to while away rime 
even when there is a clear case for disquali¬ 
fication, in order to enable his party to win 
over some more legislators from that party 
to which the defectors belong so as to swell 
their numbers to one-third of their original 
.strength. A.ssoonasthathappens.thespeaker 
will recognise them as a ^it faction of the 
onginal party. It has been the complaim of 
a number of parties that split should be a 
one-lime affair and not a continuing affair 
so that the trickle over a period of months 
which swells to eventually becomeone^hiid 
is not allowed to escape Ihe provisions of 
this act. In fact, the act as it pieacMly stands 
also does not allow or recognise a alow 
trickle in this manner. If the act were to be 
correctly implemented, the speaker mual 
decide an ap^icaiion for disqualification of 
a member soon after it is niade, in which 
case he mavi decide whether on Ihe date on 
which the member complained againit left 
his party he had with him at least one^llunl 
ofihe members of his origind political patty 
so as to comiitute a ipHi. He caanal aader 
the act while away time h) order to aSew 
the defecton to sw^ thdrtaaka. IwlhecMK 
the authority to disquality has bean l^raa 
to the speaker, who usually bdnityl to dw 

ruling party. we have seen speakengeaiMky 



abutiqgtheirauthorityaiidKtiitgdishoiMftty 
in order to bdp their odginaJ party as we 
can now see in the UP assemUy case. 

Various suggestions have been floated by 
various persons to take care of this problem, 
bur none of them appears to be well thought 
out. The correct sohtlion clearly seems to be 
to give even the original adjudicating autho¬ 
rity to a non-partisan authority instead of the 
speaker. 

in the UP assembly case, the Anti- 
Defection Act has been criticised even on 
account of the fact that it allows a split where 
more than one-third of the members of the 
legislature patty defect together. It has been 
saiid that the act does not take care of large- 
scale defections where the defectors con¬ 
stitute more than orte-third of the onginal 
members of the party under the legislature. 
In the UP assembly, all the MLAs of the 
Congress Patty who had formed the Lok 
Tantrik Congress and joined Kalyan Singh 
government have been offered ministerial 
berths. It seems clear that this is precisely 
a kind of defection that the act was enacted 
to stop and yet because the defectors number 
iiKMe than one-third, the act seems powerless 
to stop this. Various solutions and suggestions 
have now been ofliered by various people. 
It has been suggested that for a split, instead 
of one-third members, it should have at least 
half the members splitting. This obviously 
is a silly suggestion since if you have half 
the metnbers. you are the dominant party and 
it is the other group which is considered the 
split group. Such a provision would mean 
that (he act would not recognise the split at 
all which is clearly absurd since splits are 
practical realities and when that happens in 
practice and there are two factions, each 
issuing whips, whose whips ate lobe followed 
by the members? Clearly, the act must 
recognisesplits. The question, however, may 
be whether a split in a party must be seen 
with reference to each legislature party 
separately or with reference to all the legis¬ 
lators of that political patty in all houses in 
which that party has members. Thus, if split 
had been defin^ to have taken place when 
at least one-third of the members in that 
bouse splits, and at least 25 per cent of the 
total legislators of that party split, then the 
memben of the Lok Tantrik Congress would 
not have been recognised as a split faction 
under the act However, such an amendment 
in the act would tender splits in national 
political parties at state levds to be virtually 
impossible for it can be argued that the issues 
in each state are different and a party at a 
state level can split on a regional issue. It 
may be unduly harsh to prevent consdeniious 
objectors in a party at the state level to split 
at the state level even if they do not have 
with them enough legislators from other 
states who may not be concerned about the 
issue in thru state. Anyway, this is one 
suggestion which could be considered for 
■mending the act. 

Another suggestion has been made that 
legislators should enjoy ■ fixed five-year 
term and that houK should not be dissolved 
before the expiry of its term in order to slop 


defections which occasionally takes place 
on account of the fear of a house being 
dissolved. This suggestion again issilly .since 
it would imply that even when there i.s no 
workable govemmeiH with a majority in a 
house, the house must continue and, therefore, 
elections cannot take place. It would imply 
that fresh elections caimot be called even 
when a revolutionary change has taken place 
on which the people are exercised and want 
new elections. 

Another suggestion which has been made 
is that defectors should not be allowed 
ministerial berths. The problem here again 
IS about defining the defector. If a person 
is a defector, he has to be disqualified even 
under the existing act and, therefore, there 
is no question of his being allowed to remain 
a minister. The problem arises in a situation 
like the present Lok Tantrik Congress where 
the defectors constitute a split faction. Of 
course, in the case like the Lok Tantrik 
Congress, if it con be shown that (he split 
took place on account of the inducement of 
a ministership or any other office, this would 
constitute an offence under the Prevention 
of Corruption Act and such persons can be 
prosecuted under the Prevention of Cor¬ 
ruption Act. However, it would be difficult 
to establish such a bargain in such cases and 
that is why we have a problem. One possible 
way of plugging this could be to provide in 
the act that when a political party splits 
(meaning each split faction having more 
than one-third) none of the members of any 
split faction will be entitled to hold a public 
office for at least one year ihereafler. if he 
is not already a minister. This will certainly 


discourage splits which are engineered on 
the inducement of ministenhip or other 
offices. However, such a provision could 
also leave problems in cases where there h 
gemitnesphtonmajor issues oron ideological 
grounds within a party. 

It seems clear that thm is no easy and cut 
and dry solution to plugging all the loopholeK 
ill the Anti-Defection Act, The issue is of 
such a nature that every attempt to plug the 
problem will create problems of its own. One 
thing seems clear, hovrever, that even in 
those cases where (he act can work, it is not 
being allowed to work on account of the 
adjudicating power having been given to the 
sp^er. Thi s power was gi ven i o the speaker 
because the speaker is usually from the 
ruling pony and it is (he ruling party which 
is instrumental in passing an act or atitend- 
ment. The Congress Party which brought 
(he Anti-Defection Act deliberately gave 
adjudicating authority toihe speaker in order 
to use it to partisan end which the speaker 
did repeatedly, Now that the BJPhas emctgctl 
as a dominant political patty, it is also doinj 
the same. Whichever party is in power, ii 
is to its advantage to allow the speaker tn 
retain the adjudicating authority in .such 
matters. They, however, do not have the 
foresight to sec that tomoiTOw titey may be 
at the receiving end and, therefore, it h 
better to give (his authority to an impartial 
authority. That is the only clearly saiutarv 
amendment that is called for in the act. AO 
other amendments are fraught with proN 
lems that have to be carefully discussed aid 
debated before one can decide whether Ihs 
would be beneficial. 


MMMU AND KASHMIR 


First Straw Off CameFs Back? 


Gantam Navlakha 


Cosmetic changes in the Disturbed Areas Act in no way suggest 
rolling back of the repressive regime in Jammu and Kashmir. Rather 
the continued presence of the army, with special powers intact, 
indicates that the fight is over territory rather than winning 
confidence of an alienated population through democratic means. 


JUST as hypocrisy is the homage vice pays 
to virtue, state government's decision to 
introduce some changes in the state's Dis¬ 
turbed Areas Act (DAA) as wdit as pull out 
army from two towns while giving blanket 
immunity to the stale police force are meant 
to project that the government is doing 
something to roll back the repressive regime 
while doing nothing. 

In moving the bill which continues DAA, 
the chief minister Farooq Abdullah said, 
“Disaffection continues to be spread among 
the local population and armed militancy is 
still raising its ugly head in different forms. 
It would therefore be inappropriate in case 
Disturbed Areas Act 1992 is allowed to 
lapse". The CM did not say who or what 
is causing this. It b implied that re^MMibillty 
for this state of affairs rests with parties other 


than the Indian goveniment and causc.s jkm 
extrinsic to the situation. While the act 
retained, three changes were inlroduccJ <> 
project a concern for human rights violatii'iaj 
The earlier law empowered a head consiabkp 
and (he constable to open fire, the new j 
empowers the inspector and sub-inspctiiTl 
Further, the new act obliges the force i 
"forward to the nearest magistrate within -4 
hours enumerating the ground.v 
causing...deaih or hurt". And finally ihr' - 
will remain in force for one year. ‘The ft<* 
two changes do not materially remove 
power to open flic to cause death purrit« 
suspicion. As for the third, by retting 
life of the act from five years to one, n 
allow the assembly an opportunity to Jd' 
ite pros and cons. But the assembly docs 
iaspire confidence, and it is incapshle i 



witbitandihgimiiuni (h>ro Mcurity forces. 
It it true that the CM uuMunced pulling out 
the army and BSF, and tbdr replacement 
with CRPF and J and K police, from 
Baramulla and Anantnagon an “experimental 
hasis”. Surprisingly, the army was deployed 
in the countryside of the valley, and they 
never had bunkers or pickets on the pattern 
of BSF. So where does the question of 
replacement or withdrawal come in? Besides 
substituting the army with BSF or BSF with 
CRPF, etc, does not mean the end of 
repressive regime. 

Even without the DAA, the valley 
continues to be adisturbed area under section 
1 3 of Armed Forces Special Powers Act 
I (AFSPA) 1990, passed by the parliumeni, 
and which continues to operate. Iliis has no 
fixed period. Therefore, state government's 
lowers to de-notify an area remain circum¬ 
scribed. Moreover, state government exer¬ 
cises no effective control over the forces or 
the counter-insurgency because army com¬ 
manders control the unified command and 
all forces owe allegiance to central authority 
including the officer cadres of the J und K 
police who are from outside the state. More¬ 
over. under AFSPA. the forces acquire 
right to kill, arrest, search, destroy houses, 
etc. on mere suspicion, unencumbered 
by fear of prosecution without the pnor 
clearance of the central government. That is 
to say there is to be no rolling back of the 
repressive regime. 

It IS true that the National Conference 
<NC) is expu.sed to contradiciury pull.s ami 
oressurcs; local public opinion versus security 
forces: und gaining respect of an estranged 
lopulatinn while appeasing the chauvinist 
ypinion in India But in mediating through 
hem, there has to be a perceptible approach, 
t Is apparent that the NC has prioritised 
iccdmg the advice of the security lorces. 
\dvi.sorto the state government Lt General 
3nshan Pal insi.stod that situation is still 
■disturbed” and the "army has to be here to 
'ombat militants and when the army is here 
I ought to have the cover of the Disturbed 
sreas Act to enable it to combat militancy”, 
t IS contended that they cannot operate if 
hey have to wait for magisterial order for 
eaieh operations. However, even without 
?AA and AFSPA. anti-insurgency opera- 
ions are being corned out in Doda. Poonch. 
ml Rajouri districts. It is true that life seems 
3 be normal with crowds on the streets, 
ruirkets open until late evening, university 
jnctiuning once again, and students happy 
I return to their studies. State government 
~ nu thu revenue collections have begun, 
here is also some improvement in 
dminisiration showing itself in improved 
■wer situation, larger turnouts at Hazralbal, 
id audacious claim by state officials that 
' rs and cinema halls will re-open. But the 
veniinent is able to impose authority in 
etownawiththehelpof APSPA and DAA, 
Id maintain ‘nortiu^’ through brute force, 
a ntiltinaCional claas aociety "Armed 
irca of the Unkm” with their iiriet hier- 
%. aomeorganiaed along religion, caate. 


etc, deployed among an‘alien* people makes 
their role inhemitly coercive. Such fotcet, 
called by varioui namei for administrative 
convenience, operate under a cane blanche, 
are kept 'lean and mean', to regard non- 
combatant civilians with suspicion and not 
to befriend them. The dichotomy of ‘W 
Indians fighting “them", enemies of India, 
therefore, does not allow for any grey areas. 
They “sanitise" an area by instilling fear of 
the heavy price of co-operating or 
sympathising with the arm^ militants. 
Atrocities are intrinsic to this approach. 

Indeed it is not only that forces become 
arbiters of life and (toh but occasionally 
death occurs as the result of someone's 
macabre juke. No other explanation is 
possible for the killing in village Arin of 
Baramulla district in which 11 persons died 
and nine were wounded on September 18. 
All of them the result of mortar fire. According 
to BSF it was RR which was conducting 
operation in the area and fired six 81 mm 
mortars three of which fell on Arin village. 
Predictably, the army accused the militants, 
while slate home minister said security forces 
were vitiating atmosphere in the valley by 
“such unfortunate incidents". Villagers 
accused BSF, and said mortars come down 
from the nearby BSF camp. Significantly, 
no one denied the incident which turned out 
to be the handiwork of the BSF. 

All in all.emergenceof the NC government 
has not brought about a material change. In 
fact, quite apart from enjoying calling the 
shuts, the army docs not take kindly to 
criticism. Security advisor reminded the state 
government on September 21 that “political 
expediency cannot bean cxcusefor maligning 
.so glorious an institution as the I ndian Army. 

I am not ready lor uninformed criticism". 
According to them all excesses are “indi¬ 
vidual aberrations, ratherthan an institutional 
design”. Such clainu are unfounded. The 
attempt made on the life of the education 
mimster on October 16 by the renegades 
brings this out. The minister said an anmy 
ICO ordered him to release the “surrendered 
militants" who were detained by his 
bodyguanfs, if he wanted to leave the school 
premises alive. The army claimed that the 
renegadesdid not work forthemand therefore 
there must be some misunderstanding. In 
another incident the state authorities blamed 
the army for manhandling the brother of 
minister of agriculture during search 
operations in Budgam area. The army claimed 
that he wu.s summoned to the army camp for 
questioning for his links with the militants, 
and hud refused, therefore they raided his 
house. Not only did the CM have to rush 
there but pleaded with the army officers. The 
pretence of an elected govemmeni nimiing 
the show in J and K was exposed. But so 
incensed was the army at the slate 
government's criticism that they withdrew 
on their own from CM'i constituency 
Gandefbal in Srinagar district last month as 
a mark of protest. This highlights a deeper 
malaiK and the state governmcM lemaini 
at the mercy of the “Armed Poiccs of the 


Union”.'TUa speaks vafaanea for the imenial 
autonomy or the special stahia enjoyed by 
JaodX. 

Unfoitunateiy, tiOK and liiiiaiion does not 
remain stadomiy. To believe that militancy 
is under control and normalcy is letunting 
in the absence of substantial political con¬ 
cessions isagrou nuscakiilatioB. Toassume 
that APHC is a spent force, should realise 
that iu call for strike, demonstrations agsimt 
atrocities, leoourae to other peaceful means 
of non-cooperation and of highlighting the 
cause, has rejuvenated this coalition and has 
provided it a high profile. Obviously Col 
has not understood the need to addrm the 
problem of alienation md still popular 
demand for opting out of India. The fli|>-nop 
by the Indian PM first offering to talk with 
APHC without any conditions and then 
making a somersault exhibits the strength of 
our obduracy. 

The incapacity of the ntltng class, in 
government or in opposttion, to see beyond 
their nose has hel^ tie us into knots. 
GovHnment of India arpies that J and K is 
an “integral” part of the Union of India and 
tiun the people of J and K are citizeai of 
India. NeithCT the UN nor the Shimla Pact 
provides unambiguous endonement for 
J and K being “integral" parr of India and 
the use ofcoeicion to restort authority does 
nsH speak very highly about how we treat 
our own citizens. In last eight years tbe 
valley has remainedunder the grip (rfailhaiy, 
channels of redrestal wens etoted, bmrng 
religious congregation no public space was 
provided for demonstration. Becauire of this 
the demand for right of self-deforminaiion 
and the legal and hutocical basis acquired 
legitimacy. Ironically, Indian parliament by 
laying claim to the entire princely state oif 
J and K has further legiumised the historical 
understanding of the demand. There was 
much that Gol could have done to reverse 
the situation. Ending military rule by 
withdrawing special powers to tbe security 
forces would have aiTRUed the demoralisation 
of the people, and removed the basic 
conditions that sustain militancy. UmlaMral 
withdrawal of several acts of pa^ament that 
undermine the autonomy of J and K., and 
offering to hold talks uriconditioaaily srith 
all Kashmiri groups, including APHC would 
alter the political equation. 'Dkat this is con¬ 
sidered unfeasible has leu to do with such 
a course of action being impractical than the 
fact that the figtuisoverler rit oiy and thawfare 
emphasises control over a geograph i cal area 
rather than winning the coofidaioe of in 
alineaied population by accommodatinf 
their aspirations within a deniocrMic 
frameworic. This lends currency to fhe view 
that Kashmiris are a vanquished people. 
Therefore, the concern exhibited by the Gol 
and the media with the iMetference by a 
hostile neighbour. Third rare p osvur s *. and 
plethora of intetnational Tmayhotlre* «n 

Kashmir dispute is divcrsioiury taoki, aad 

foUowi from their reftiag} t» adcnowlM^ 
thdr own caroplicity in driviag poo fty m 
opt for separme deitiny. 
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MAHARASHTRA 

Mass Housing or New Lamps for Old? 

J VDcMipaiide 


Two and a half years after the announcement of Shiv Sena chief Bal 
Thackeray’s scheme for building free houses for Mumbai's slum- 
dwellers even the preliminary steps for implementing the scheme have 
not been taken, not to talk of the start of construction. But while 
Thackeray's grandiose pronouncements may be dismissed as so much 
hyperbole, the sad fact has to be faced that none of the other political 
parties has a coherent plan to tackle the problem of housing the poor 
in Mumbai. 


: ITisnotofteflthata'remoieconlrol’claiming 
I to run * Mate government by proxy is found 
' to be on (he defensive. He cannot afford to 
I be so, because, as anyone who is in the 
I business of being an RC will tell you, 
I cockiness, even braggadocio, is the main 
stock-in-trade of an RC. An RC cannot 
afford to be seen to be on the defensive. 
He always has to convey an aura of 
: omnipotence. 

I This was found somewhat wanting, when 
I Bal Thackeray was recently questioned about 
some of his pre-election promises, parti¬ 
cularly regarding the slum-dwellers of 
Murnbai. They were all protnised tree, * pucca' 
houses in two years' time. The government 
over which ThKkeray exercises his RC has 
been in business now for over two and a half 
years and yet there are no tree, pucca houses 
. evenfbr4,000slum-dwellersoutof4million. 
In fact, more than that number have been 
evicted out of their slums only recendy and, 
according to Maharashtrachief minister, more 
evictions are to follow. Not one of those 
evicted has been given alternative 
accommodation - free or for a price. For 
once, Thackeray found himself on the 
defensive. He explained away the gap 
between promise and performance by 
pointing out. in his usual colourful imagery, 
that even a baby takes nine months to 
come. He was quite confident of spectacular 
. results soon. 

It it a bit unclear now whether the two and 
. a halfyearoldpronute from Thackeray was 
for 4 million free dwelling units or for free 
dwelling units for 4 million slum-dwellers. 

' Inanycase.theideaunderlyingsuchmassive 
. distribution of free bousing is simplicity 
itself. Builders would be given liberal FSI 
and invited to construct multi-storeyed 
complexet on the land presently occupied 
by the thimt, which ate mostly single-storey 
shanties. After accommodating the present 
•quMteti tree in the complexes, the builders 
'would be permitted to sell the remaining 
'7-! .. to the public at large, thus recouping 
" - coat of the frM units and alto making 
" sir usual profit. 

, TwoandahalfyeanaftereiHMciatingthe 
dea. one woidd have expected «least pre¬ 


liminary steps to have been taken, even if 
construction had not started. None of these 
steps - such as identifying the sites, getting 
the architects' plans ready,coliectingbuilding 
material and labour on the spot, etc - has 
yet been taken. Thackeray Im now put a 
successful industrialist ex-Congicssman in 
charge of the project and is quite confident 
that a person who was till recently a follower 
of Pawar and is sirtitten by the Shiv Sena 
ideology now will galvanise the government 
machinery into action. 

Even though Thackeray, his advisers and 
the government of Maharashtra seem to be 
convinced about the soundness ofthe scheme, 
many others ate not so sure. For the sake 
of argument, one may take it (hat the promise 
of the RC was for free, 'pucca' housing for 
4 million slum-dwellers and not for4 million 
free, puccadwellings. Assuming fourpersons 
per family, this means one million units to 
be constructed in two years. Now unless the 
plan is simply is replace one slum by another 
It is necessary to provide at least a double 
room and a sanitary block to each family, 
that is. pucca construction of 2tXI sq ft. At 
a modest estimate of Rs 400 per sq fi as 
construction cost (wihout the land cost), 
this means that each free unit will cost 
the builder about Rs 80,000. To recoup his 
loss on the free hand-ouu. he will have to 
add at least Rs 400 per sq ft to the paying 
customer. 

One million tenements at Rs 80.000 each 
amounts to an investment of Rs 8,000 crorc 
in two yean. Actually, it cannot stop there 
because to recoup his losses on the give¬ 
aways, a builder will need to build much 
more than this, say at least three times as 
many. This brings the estimated investmem 
neetM to a staggering figure of Rs 32,000 
crore in two yean, a figure greater than the 
budget deficit of the union govemmeni. 
certainly much more than what all the builders 
in Mumbai chi raise in two yean (even if 
they are financed by the underworld). 
Thackeray and the government of Maha¬ 
rashtra are also committed tu building a new 
Mumbai-Pune expressway, alsoin two yean. 
That project would also entail investment on 
the same scale. Are the builders and 


comtnctkn c oap aH te i raOly in a pocitioa 
to ralae iMOuneea on this sode? 

There it no ig fa renee to any mnovauve 
building technique in Thackeray's pro- 
nouncementt. Asauming ttiat conventiorul 
methods, based on fted and cement, bricks 
and aand are to be followed, a state 
government survey estimates that over 
1.000 trucks bearing aand will be coining 
into the city every day. No sand is available 
near Mumbai any mote which will add to 
the cost Other material will also have to 
be brought into the dty on the SBne massive 
scale. It is very doubtftil if Mumbai’s trans¬ 
port system can cope with an additional 
burden on this scale. 

No thought has been givHi 10 the additioiial 
civic services which wilt have to be provided 
to (he thousands of these proposed new 
buildings. Can dndnage, deiXriciiy or water 
supply be arranged forthqn? Alindy, there 
i s acute water shortage not only in the subuifas 
but even in many supposedly affluent high- 
rise buildings in the city. The city roads and 
the trains are already chock-a-block with 
commuters. How will they cope with the 
additional population? Because, it cat be 
confidently asserted that even as the present 
slums are being converted into pucca une- 
nenis, new inunigranu aie gmng to move 
into Mumbai, creating new stums, h would 
be no surprise if the prospect of getting a 
tenement for free in Mumtai after a period 
of living in slums acts as a powerful 
inducement for new migration to the dly. 

This brings us to some of the moM 
disturbing implications of 'niackeny*! 
promises. Most of the slums in Mumbai are 
on land owned by the government or by 
public bodies such as the municipal 
corporation, railways or port uust All of it 
is earmarked for public purposes, such as 
additional railway lines or bus (tepots, 
hospitals, staff housing and so on. Tbero 
bodies will not only have to pari with the 
land, with or without c om pe nsa tion, but also 
abandon for good the projected public 
purposes. The slum-dwellen are oooqsying 
land not belonging to ihenL To reward them 
with permanani tenements wouM add a new 
dimension to the concept of social justice. 

It is tnie that in exceptional drcumitances 
squiuten have been made iitto owners, for 
example, in noith India and Pakisian in 1947 
or in Russia in 1919. Both have been only 
short affairs and the law of the land was 
quickly re-established. On the other hand, 
for the past 40 years or so. periodically every 
few years, squaners have been legitinued 
while, simultaneously, wavet of aew >dg- 
ranls and creation of new shunt go <mi 
unhindered. At mentioned hbove, euoi if 
Thackeray's scheme is sucoetsftil, which 
seems highly unlikely, iu ancccat wiU oaly 
mean that while the prescM 4 aailBan 
dwellers live in new r wi f a Bttll 

4 million will have created fteahahiaw hi fha 

city. 

One may dismin T ha c k en y 'a 
schemes as so much hyperbole. Sm dm 


proboimceiiienis of someone who has the 
support of a majority in the city calls for 
some serious thought It is necessary to 
undentand why hi s statements touch a chord 
in the minds of so many of Mumbai's 
residents. It is sad to reflect that none of 
the other supposedly sober, responsible 
parties have any coherent plan to tackle the 
housing crisis of Mumbai. 

Till the late 1970s, the Maharashtra 
Housing Board used to do some reasonable 
work on a modest scale by constructing low 
cost housing in different parts of the city; 
witness the various 'nagars' such as 
Kannamwar Nagar, Samaith Nagar, etc. For 
some inexpiicaUc reason, the rulers of the 
state, irrespective of their party, have chosen 
to virtually wind up these activities instead 
of expanding them. The housing board has 
shown that it has the ability to construct at 
least a few thousand units per year. The first 
worthwhile step that the Maharashtra 
government can take is to utilise the housing 
board’s expertise lo its optimum level. The 
schemes proposed by NGOs and activists 
such as MrinaJ Gore need to be seriously 
considered; so does the World Bank's 
proposal of building only the plinth and 
drainage. There is a widespread belief that 
the Rent Control Act and the Urban Land 
Ceiling Act have played havoc with 
construction activities in the city. This may 


well be so, particularly with coniliuction in 
the private sector, but to far as governmental 
activity is concerned, a firm conclusion coi 
be drawn only afterutilising public resources 
optimally. A major positive step will have 
been taken in this respect if the state 
government clears encroachments on itsown 
land and hands it over to the housing board 
for development. 

The response of the bui Iders to Thackeray's 
scheme is said to be poor. This is generally 
ascribed to the present dqiressed real estate 
market. But it may also due to the low- 
volume-high-margin business practices 
usually preferred by Indian entrepreneurs. 
The massive injection of capital that would 
be needed by the scheme may also be a major 
deterring factor. 

No housing scheme and no amount of 
capital is going to solve the housing problem 
of Mumbai unless its population stabilises 
at some level. For this, it is necessary to have 
clear-cut plans to relocate some of the major 
activities of the city elsewhere. Curiously 
enough, all talk about relocating some of the 
industnal and commercial activities from 
Mumbai lo new places has disappeared 
after the 1970s, just about the time the 
builders' lobby in the city became visible 
and vocal. Most of the proposals now 
being canvassed.likeaMumbai-Uranbridgc 
or the west coast expressway, will, if nothing 


else, help in booating the nal eatate prices 
fiuther. 

Even while ridiculing Thackeray's out¬ 
landish proposals, other political parties 
would do welt to consider the questions 
raised above, particularly about freeing 
housing board land of encum-brances. 
about relocating thecommercial activities 
of the city and about raising resources on 
the requisite scale. The last factor is really 
crucial. In today's context, when pri¬ 
vatisation is the fashionable idealogy. it 
would seem retrograde to speak on behalf 
uf public initiative and public outlay. But 
the fact remains that every sphere of vital 
importance to ordinary citizens - whether 
it is housing or mass transport or primary 
education or basic health - is in dire need 
of capital investment on a massive scale 
Private enterprise is unable to raise I 
resources on the requisite scale; nor is ii| 
interested in investing in these spheres 
where the returns are going to be low. If 
the government refuses lo enter these 
spheres on the massive scale needed, ii 
will simply mean that 75 per cent of the 
population will be deprived of even Ibr 
rudimentary fruits of development. If the 
other parties have no programme for these 
7S per cent, it will be no surprise if these 
citizens turn once again to the likes of 
Thackeray. 


Applications invited 

For the post of Director, Vaikunthbhai Mehta Research Centre for Decentralised Industries 
(VMRCDI), Navi Mumbai. VMRCOI is a well recognised public trust undertaking research focused ill 
on decentralised rural industries and related problems. Besides, it runs a documentation centreKnim- ''' 
library and undertakes extension work on transfer of technology and upgradation of skill and enterprise 
for rural enterprises. It also issues a quarterly documentation bulletin which has subscribers India 
and abroad. 

2. The Director, will work under the broad guidance of a Board of Trustees and Research Advisory 
Committee. Besides the experience of at least 15 years in the relevant fields in undertaking and 
guiding desk and field research, a high level of dedication and commitment to the development of 
the decentralised rural industry is also expected. 

Qualification - A postgraduate degree in social science subject preferably economics or statistics 
followed by a doctorate degree from any recognised university ir\ India or abroad with published papers 
arxi books etc. in the relevant fields. * 

Scale of pay and allowances - 4500-150-5700-200«7300 + allowances and other facilities as per 
Government rules with a fixed conveyance allowance of Rs. 500 p.m. However, these coneflti^ 
are negotiable and higher emoluments considered on merit. The total emoluments in the minimuni 
of the scale presently come to Rs. 13,470. Candidates called from outside will be paid a first class 
return rail fare to and fro If called for interview. 

Applications with detailed curriculum-vitae together with three references should reach the 
Director, VMRCDI, Plot No.107, Sector 15, Konkan Bhavan, C.B.D. Belapur, 
Navi MumtMMOO 614, P.B. No. 24 before December 31, 1997. 







China’s Year of Four Happinesses 

ruiciiiiiig 


'f Jiang Zemin is the man in direct succession to Mao Zedong and 
Deng Xiaoping as the third generation supremo of China, he has 
ieliberately adopted a new style which is more or less modelled after 
'he late premier Zhou Enlai. China's foreign policy under his 
leadership is a tripod standing on the three legs of summit meetings, 
.conomic collaboration and increasing contacts at the people's level. 


'JHINA began 1997 with the auspicious 
Double Happiness' (the return of Hong 
''.ong and the 1 Sth National Congress of the 
7PC). In the penultimate month of the year, 
rhina's top leader, Jiang Zemin, has achieved 
hat trick by adding the feather of a US visit 
o his cap. There was the fourth happiness 
s well. After Jiang had just shaken hands 
/ith the American eagle, he got a bear hug 
mm the Russian president, Bori.s Yeltsin. 
,ven more significant, Jiang and Yeltsin put 
1 sleep one lustily crying baby - the eastern 
oition of the Sino-Russian boundary dispute, 
iic bleak Chinese energy front, which is 
Kieasingly becoming the bottleneck in the 
ptd traffic of Chinese economic dcvelop- 
mt, has suddenly brightened up with the 
respect of Siberian oil coming in through 
e Russian pipeline and nuclear hi-tech 
)m both the US and Russia (still under 
tgotlation). 

If Jiang Zemin is the man in direct 
ccession to Mao Zedong and Deng 
iaoping as the third generation supremo of 
lina, he has deliberately adopted a new 
'le which is more or less modelled after 
! erstwhile premier Zhou Enlai. Jiang likes 
go abroad, to speak English or Russian 
please the hosts on appropriate occasions, 
d to sing Chinese and foreign language 
ipecially English andRussian) songs in his 
jd voice. China's foreign policy under his 
idenhip is a tripod standing on the three 
;s of summit meetings, economic 
laboration and increasing contacts at the 
-V ' '* level. This is not only to whet the 
> man's appetite, but also to enable China 
put behind the heritage of Splendid 
(ation. 

JS-China relations have never been meant 
. cool. Blowing hot and cold started in 
19th cemury srith US president, John 
X sddreuing a romantic letter (dated 
' 12,1843)10the Chineseemperor(saying 
the tame sun thinei upon first China 
I America), to be followed up by a US 
-.-i's shouting off the China shores to 
the abominable China-men “a million 
s a rainute". During his Yanan cave 
'. Mao was favourably inclined towards 
^ricant (fhm reporter Edgar Snow to 
mjai«iphStUwel1),andeven expressed 


a desire to visit the US (which got no 
response). Then he took up a suong anti- 
US stance in the t9S()s and 1960s (naming 
the US China's “Enemy Number One"), 
only to make up with Washington drama¬ 
tically just before he was about to be recalled 
by Marx in the middle of the 1970s. 

President William J Clintonietrieved some 
romanticism from his 19th century 
predecessor to accord Jiang Zemin a cosy 
communion amid the anti-China cacophony 
which dogged Jiang's shadow all over the 
US throughout his trip. When he was 
contesting his first election for presidency. 
Clinton himself was drowning himself in 
the same cacophony. But his consecutive 
presidencies have seen him becoming more 
sobre and balanced vis-a-vis China. He had 
already shown himself to be more than 
lukewarm toJiang four times at Seatk (1993), 
Jakarta (1994), New York (I99S) and Manila 
(1996). This warmth rose in the Philippine 
heal where the exchange of highest visits 
(Jiang lolheUSin l997andClintonloChina 
in 1998) were booked. 

Jiang Zemin is theonly one amongChina's 
top leaders who can recite the Gettysburg 
Address. He showed enough bravado to 
address the Harvard academic community 
and listen to the noise from the nearby protest 
rally. As China's popular image is not very 
bright in the US, Jiang did a great service 
to his nation by lening American TV viewers 
see a warm-hearted normal modern persona¬ 
lity in himself who is the first triple head of 
China (as the chief of party, state and army) 
to fly over American soil. There is both 
material and spiritual gain from this US 
sojourn by Jiang Zemin. If president Jiang 
was vying with his younger and more hand¬ 
some IIS counterpart for popularity, [ncsident 
Clinton is a bigger high-profile Ic^r than 
Jiang Zemin. Chinese are bound to satisfy 
Clinton's enormous ego, hence the latter's 
China visit next year would surely seegreater 
fanfare. We must view Jiang's sojourn as a 
joint in a growing bamboo that is Sino-US 
relations. A new era of colourful and eventful 
Sino-US summits has been inaugurated by 
the two presidents in October 1997. 

Jiang's visit was a path-finder without 
doubt. The joijit statement by the two 


presidenu is couehed in very positive, if not 
superiative, expreasioas. The “in-depth and 
pr^uctive exebange” between Qinton and 
Jiang, both with and without aides, has 
generated “a significaiit common interest 
and firm common will", and realised a 
“common responsibility” to( I )build “asound 
and stable” US-Chinarelationship. (2) Ixiild 
toward a constructive strategic partnership”, 
and (3) “work for peace and prosperity in 
the 21 St century". How are we to uriderttand 
(2) and should we treat the term “strategic 
partnership” as a piece of empty rhetoric? 
Here, I must point out that Chinese are very 
particular about the sped ficsof terminology. 
For instance, they have described the three- 
step improvement of the Sino-Russian 
relations as from “normalisation” to a higher 
stage of “constructive co-operative partner¬ 
ship" and, then, to the highest “strategic 
partnership". The Chinese description of the 
gains of Jiang Zemin's south Asian visit last 
year was the establishment of "constructive 
co-operative partnership" with lixJia (while 
Indiaonly used “constructive co-operation", 
not “partnership”), and the consoUdalioo of 
“strategic partnership" with Pakistan. One 
US China expert told us a few months ago 
in New Delhi that while Russia was always 
keen toestablish “strategic partnership” with 
the US. the latter never obliged. Hm, we 
find the US willingness to oblige CSiim and 
collaborate inajoini endeavour fbnhe highest 
bilateral relationship. That the high tide hat 
not been reached is reflected by the phrase 
“building towards”, instead of establishing 
it. The addition of the word “roostructive" 
to “strategic partnership” is a bit confusing 
which seems to blur the distinction between 
the second and highest stages. 

That US-China relations are already in a 
kind of partnership is obvious from their 
economic ties, and the two presidents have 
decided to take “positive and effective 
measures" to expand it. Sino-US trade has 
been nnging the golden bell as seen in the 
following figures: 

(USSbm) 



Chinese 

US 


Slatitlies 

Statistics 

.Sino-US trade in 1979 

24S 

2.37 

1996 

42.84 

63.46 

Total in 18 years 

260.6 

375.9 


While the US is the second largest trade 
partner of China. China is the fourth largest 
of the US. However, the imimaie US-CUfia 
economic link-up it not entitely rrflected by 
the above statistics. If you visit the US natfcei, 
you find that in roost of the coMumer gooda 
there is a choice between one vartely 
i n US A with a higher price and another made 
in C3iina with a lower price. But "Marie in 
CSiina' does not mean China piddag US 
packet only, for most of the goods are wMi 

US brand names which means US prqQts M 



1 


I 


well. China's enjoying the highest trade 
surplus vis-a-vis US also is no indication of 
the latter’s passively tolerating the former’s 
expansion. In fact, it is more of a US 
arrangement to cut costs for US consumers 
and to enable the US progressively get out 
of the labour-intensive industries and 
concentrate on optimising value-addition. 
China pockets foreign exchange in billions 
at the cost of billions of work-days by her 
labourers. The compliment is returned to US 
market and treasury promptly after the sale 
of a dozen jet airliners anti super-computers 
- and nOw nuclear power .stations. 

However, every coin has two sides. It is 
not for nothing that some US strategists are 
worried about the phenomenal growth of 
China’seconomiepower. Whereas, the USSR 
never actually affected US economic 
domination in the past, China will be in a 
position to do so In the future a.s her GDP 
(which doubles every 10 years) is already 
one half of that of the US. 'The US used to 
comer 50 per cent of the word’s energy 
resources 20 years ago. and her share has 
already been reduced to 25 per cent. With 
China cmeigi ng as a world giant, the US cake 
would become smal leraiid smaller with each 
passing year. Moreover, after the demise of 
the Soviet bloc, the abundant cold war 
expertise in the US faces unemployment if 
a new target is not located. Beijing fills the 
, bill in this regard. For whatever their worth, 
symbols such as 'democracy', ‘human rights', 
'self-delermination of minorities’, 'anti¬ 
forced abortion’ come in handy to deal with 
a potential rival. 

The Ginton-Jiang summit has set a new 
example of fighting a battle of images (US 
foisting of the Devil's hat on China and 
China’sdetermination to shake itofO without 
interfering with busine.ss ‘engagement’. US 
business circles arc overwhelmed by the 
thick bundles of orders that Jiang dished out 
from his suitca.se. But Clinton has shown no 
intention to suppress the anti-China lobby. 
The overall balance-sheet oftheiiang-Ginton 
.summit is marked by two gains (for both) 
and no losses. The two countries arc getting 
closer not only in bilateral relations, but also 
in the international arena. The famous anti- 
Deng Xiaoping‘democrat’. Wet Jingsheng's 
release fmm Jail and passage to the US 
shows a pan of what the two presidents had 
bartered. Tibet is a (horn in IhcChinese flesh, 
but Beijing chose to look elsewhere when 
president Clinton appointed Gregory Craig 
as a special co-ordinator for Tibet. For one 
thing, Gintoo had already planned to make 
the appaiotment before Jiang's visit; for 
anothCT, (here migiit not be much work to 
do in Craig's additiotul office. US interest 
in Taiwan is diminishing as no American is 
willing to .sacrifice his life to defend Taiwan 
if there is a war with mainland China. While 
continuing to patronise Taiwan in words, the 


US ruling elite is privately advising both the 
KMT and DPP not to rub Beijing too herd 
on the wrong side. 

If Jiang Zemin’s US visit can be likened 
to going to the enemy camp to fight one’s 
battles, his meeting with tlw Russian head 
of state in Beijing was Just a reception of 
a friend at ht^. Sino-Rusrian relations 
have already reached the highest "strategic 
partnership” stage with no further stairs to 
climb, as both countries do not intend to 
enter into any exclusive alliance as they did 
inthe 19S0s. But there is scope for horizontal 
cxpan.sion. c g, to increase bilateral trade 
from the present $ 7 bn to $ 20 bn. Expens 
always say that China and Russia make the 
typical example of mutual complimentarity 
(with abundant Russian hi-tech and heavy 
industrial products in exchange forChine.se 
consumer goods to meet acute Russian 
deficiency). That Sino-Russtan trade still 
has a huge virgin land to cultivate indicates 
the futility of the 'complementarity' theory. 
Since Mother Earth hu never created two 
nations/persons of the same kind, (here is 
always scope to increase mutual exchange 
and promote mutual collaboration if both 
sides are willing. Then there is the factor of 
international competition, in addition to the 
want of efficient infrastructure in both the 
countnes to encash the rich potential for 
Sino-Russian trade. This contrasts with the 
facilities existing between the US and China, 
And if there is competition between Russia 
and the US in selling hi-tech to China, the 
Russian ad vaniageoflower cost of production 
may be offset by the US superiority inquality. 

I have a hunch that the delay in concluding 
the Sino-Russian nuclear deal during 
Yeluin's visit could have been the dampening 
effect of the Sino-US agreement involving 
a deal of $ 16 bn. 

Sino-Russian relations, too, have gone 
through (heir love-hate vicissitudes. 'Iltcre 


are many Rusilaiis who rammber lh« Sin 
Soviet brotherhood period with nosialgi 
Jiang Zemin and close comrade, Li Pei 
(number two in Chinese hierarchy), were 
the Soviet Union during the he^y of tl 
communist honeymoon. They ^d m 
participate in the CPC-CPSU controverii 
and have a positive memory of Russia. The 
can work with Yeltsin and other Russi 
leaders harmoniously for the promotion < 
bilateral relations. In short, the Sino-Rus.si 
partnership annealed at the high tcmperaiui 
of proletarian internationalism, and is rnr 
founded on the realisation of mutual guo 
for each other's enlightened national intern 
This i.s among the most ideal relationship 
in the post-cold war era. 

China has aiways had a dubious horns 
of being a 'chamelion' in her intcfnatirm 
image. The US media fever for preside 
Jiang's visit augurs well for Sino-US lo 
diality. Countries are like human individuJ 
who are conditioned by a special chemist 
in fa.shioning their relationship. The US Ji 
a pro-China gene just as UK has a pro-lixl 
gene which defies rationality and rejer 
coraparabve perspectives. The honeynxi 
between Washington and Beijing (if it 
teal) need not be the envy ut New Dc£ 
What may be important for India is to > 
how the successful mechanics of the iix 
Clinton and Jiang-Yeltsin summiu carl 
selectivelyemployedtoimprovelndia-Ch 
and India-US relations (as India-Ruu 
relations arc anyway doing well), px 
cularly helping the search for a last 
solution of the Sino-lndian border dispu 
I venture to think that the chronology uf 
2 (Xh century is incomplete without aiKe 
round of a Sino-lndian honeymoon bt 
noton 'bhai-bhai' romanticism, but on ai 
mutual understanding and maslenn< 
one's own options to service one's natu 
interests. 
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luinmits in Contrast 

iKAivni 


President Clinton's meetings with the Indian prime minister in 
September and the Chinese president the following month presented 
interesting contrast from which Indian foreign policy-planners can 
jiraw useful lessons so as to derive the maximum ben^t for the 
fountry from the forthcoming series of high-level contacts between 
ndia and the US culminating in the US president’s visit to this 
Country next year. 


president CLINTON'S ‘summit’ meei- 
ng with his Chinese counterpart Jiang Zemin 
October 29 and the one he had with pnino 
ninistcr IK Gujral earlier on September 22 
' a study in contrast. 

Gujral had publicly asked Tor a meeting 
I Clinton agreed, suggesting the United 
Nations as a venue. B«gh of them were com- 
ng to New York for its General Assembly 
ession. Gujral did nut want Kashmir to he 
the agenda. Apparently, Clinton had no 
bjcction Gujral bad asked for the meeting 
: he report^ly left to the Indian leader 
e choice of topics fordiscussion. And, they 
net fur about 45 minutes. Gujral returned 
ome salisfied. 

Clinton had a problem handling the 
'hinese demand. Jiang insisted on a full- 
ledgedSlate visit, replete wilb21 -gun salute, 
linion wanted a 'business-like' session, of 
’ type he hod with Gujral though Indian 
dia, at the bidding of the external affairs 

f inistry, called it a summit, which in fact 
was not. Haggling between US and Chinese 
Ticials had gone on for more than a year, 
pltimately, Washington caved in. President 
jiang was received with full state honours 
the White House. 

Like Gujral, the Chinese leader relumed 
nmc satisfied. But unlike Gujral. he had 
jeason to be so. The Chinese leader succeeded 
I persuading his host to lift the ban on the 
lie to his country of American nuclear 
uipmeni and expertise. In return, he pro- 
liiscd scrapping of assistance to Iran' s nuclear 
rogramme. Gujral has no such tangible 
hievement but even then he returned home 
which, in turn, made the US stale 
bureaucracy happier. 

I From the word go. Jiang knew what he 
nted from Americans. He was on the 
lok-out for nuclear power reactors and their 
tchool^. CMna needs this US input to 
istain its cunent high growth path achieved 
-ch vigorous market-oriented economic 
forins, in Chinese terminology a 'socialist 
Lst eepnomy’. For this import, Bejjing 
,r wiOiiig to pay the price. It withdrew 
>m ita longoierm commitment of nuclear 
-openiloa with Iran and even promised 
t to help in Tehran’s lafoguarded nuclear 
tilHies > a oommiiment over and above 


the expectations of the Nuclear Non- 
Proliferation Treaty (NPT) which permits 
such transactions. Both China and Iran are 
signatories to the 2S-year-old pact. In 
addition, China placed an order of $ 3 bn 
for .50 American-made Boeing aircraft. The 
deal, one of the biggest of its kind, was 
signed in Washington, the day after the 
summit during which Clinton had agreed to 
lift the embargo on the sale of nuclear 
technology to China. The ban had come into 
force after the 1989 'Tiannanmen Square 
massacre' of pro-democracy protestors. 

Gujral hadnosuchdevelopmental compul¬ 
sions. Nor did his shopping list, it he had 
any. contain this kind of sophisticated items, 
lie appeared keen on securing American 
appreciation for 'restraints' that India had 
all along been exercising on its nuclear 
capability even without signing the NPT or 
ihcComprehensiveTestBanTreatyfCTBT). . 
New Delhi has avoided a nuclear test after 
the first ‘peaceful implosion' it had in 1974. 
Nor has it exported nuclear know-how. 
Clinton obliged prime minister Gujral. US 
officials were on hand to draw attention to 
the fact that the US no more insists on its 
earlier demand that New Delhi roll back its 
nuclear programme. Clinton also promised 
not to interfere in India's problems with 
Pakistan - another feather in Gujral's cap. 

Finance minister P Chidambaram was 
present with Gujral during his encounter 
with Clinton. However, the minister, 
reportedly devoted more time to explaining 
the facilities that India's liberalised economy 
had for American investors. Gujral, soon 
after landing in New Delhi, revert^ to well- 
worn rhetotic that India would not sign the 
CTBT and that it would not give up its 
nuclear options. The fact is that no one in 
the US had asked for such measures. 

The Chinese leader’s approach was more 
pragmatic. He knew thirt rhetoric is no 
substitute for harsh realities. He had to give 
something to get something. And he was in 
a position todo so. What made his task easier 
is the strong trade element in president 
Ginton's foreign policy. China proposes to 
install nuclear power reactors worth $ 60 bn 
over tlte next two decades. All contracts will 
go to foreigners. Since US companies, under 


an American law. were baned from entering 
this market. Canadian and ftcach companies 
bad a free run. signing contracts to the 
disadvantage of the Americans. It was too 
much for the US cotponte sector to sit by, 
allowing a walkover to their French and 
German competitors. They nmved in to 
pressure the Gintoo adminislrstion. 

PresidemGintonyielded, leaving in lurch 
the human righu lobby, which opposed the 
export of nuclear technology to ^ina. At 
the state dinner for Jianj^ Gintoo invited 
only one human rights activist. Other guests 
represented cotponte houses like IBM, 
AT&T and Disney. They were on hand to 
engage with Jiang on busineis. Presidem 
Clinton did make necessity noises to satisfy 
his Democratic Party's human rights 
constituency. But, be also made known his 
satisfaction over die "steps Chiiu has taken 
and the clear assurances it has given today 
[ October 29 ] to help prevent the proliferation 
of nuclear weapons and related technology. 
[US moves to redptocate] will allow our 
companies to apply for licences to sell 
equipment to Chinese nuclear power phuus. 
subject to US monitoring." 

Jiang was the fust Chinese leader to visil 
the US after (he end of the cold war. He had 
all the traits of a super power leader. He 
flaunted his country's permanent sea in the 
UN Security Council besides prelecting 
China, along with the US. asa factor of peace 
and stability in the world in the next ceotuiy. 
Clinton andJiangagreedtohaveapennaneiit 
‘hot line' to get in touch with each other in 
case of any exigency. President Gintoo will 
visit China next yea. 

President Jiang scrvoulously avoided any 
reference to any other country lest it affects 
thesuperpower status of China. He promised 
not to give any kind of assista n ce to Inn's 
safeguarded or unsafeguarded nuclear 
facilities. However, he rejected the US plea 
for a simila plea in case of Pakistan. 
Washington had to be content with China’s 
assurance of May 1996 that it would not 
extend any help to Pakistan’s unsafeguarded 
facilities. But, according to a GA report, 
China sddtD Pakistan furnaceand diagnostic 
equiproem with nuclear weapons spplicsiioiw 
in late 1996. after the May 1996 ptedge by 
Beijing not to sell nuclear technology. The 
US was not in a position to make it an isMie. 

A statement issued by the two governmen ts 
after the summit said that Ginton and Jiang 
were determiiied to bring about what was 
cal led a “constructive, sirtt^ic paitnetsbq)" 
between their two countries. This emetgiiy 
Sino-American pattnenlup is an impottiM 
development for US foreign policy, one Uui 
will affect the calculations of other 
governments in east Asia and elsewhere, 
commented the Lost Angdrs TiMcs. In sn^ 
terms, it means that the US and CMna are 
likely to co-operate with one another nmie 
than in the recem part. 



Bl( powers tend to ignore others in the 
{wniiit of their interests. Of late, China has 
been in the same league. It let down its 
strategic and ideological ally, the then North 
Vietnam, when it made peace with the US 
in 1971, recei ving Henry Kissinger, president 
Nixon’s national security advisor, in Beijing. 
Now, it is the turn of Iran, itself a power 
player during the Shah's days. On the US 
side, Japan is bound to be suspicious of the 
growing Sino-Ametican relations. 

President Jiang had his way for other 
reasons as well. His country has in the US 
stalwarts like Kissinger to back its cause. At 
a Coundl on Foreign Relations luncheon the 
day after the summit, the former secretaiy 
of slate sat next to the Chinese guest and, 
later, in his speech, reminded all present 
there of the “fint words” that his mentor 
president Nixon had said to premier 29iou 
En-lai when he first set foot on Chinese soil 
25 yean ago. They were: I am here in 
American interest. Kissinger said, “for 25 
yeare through the administrations of six 
presidents, nine secretaries, we have had a 
co-operative relationship because it was 
understood that the American interest and 
the Chinese interest were parallel in many 
important respects”. He calM president Jiang 
an “explorer in a new set of relationships” 
and said that America was "grateful" for his 
visit. Kissinger went on. “We hope this visit 
will maik. when we look back upon it in 25 
years, as seminal and asimpottam a departure 
for the new phase of our relationship as 
presidem Nixon's visit to China was 25 
years ago”. 

Gujral too had a breakfast with Kissinger. 
However, their meeting, as it was meant to 
be, was more in the nature of a photo-op. 
He could not have matched China in 
influencing the US, e\ren if be wanted to. 
The communist nation has over 290,000 
foreign investors. The total amount of foreign 
capital actually used by China has topped 
$200bn. makirtg it the second largest country 
in attracting overseas investment. The 
investors have a vested interest in better 
Sino-US ties and some of thon act in the 
US as a strong lobby group for China. 

However, the cemral issue is where India 
stands vis-a-vis the US. The latter knows 
what it expects from India. For the US. India 
is a vast market for its goods and a safe place 
for investment - and not necessarily a 
coiinterweighi to China, as some strategic 
thinkers warn us loheBeve. Washington sees 
India as one of the 10 emerging markets in 
the world. The new-found US interest in 
India - marked by impending high-level 
visits, including that of president Climon 
and talk of giving more importance to south 
Asia in American scheme of things, should 
be seen in this perspective. But the Indian 
response has at best been a reaction, often 
angry, to known US positions on Kashmir 
and India's mKlcar and missile programmes. 


What New Delhi expects out of a ‘strategic 
dialogue’, initiated by under-secretary of 
state Thomas Pickering during his visit to 
New Delhi last month, is still a mystery. The 
dialogue is expected to acquire some shape 
during the visit to New Delhi of Madeleine 
Albri^, the first secretary of state to travel 
to India since 1984. Ginton who will be the 
first US president to go there in two decades 
will follow her. The last presidemial visit 
was by Jimmy Carter in 1978. In between, 
several members of theClinton cabi net wou kl 
undertake Indian tours. 

There appears to be a softening, if not a 
shift, in certain US positions. The most 
important of which are the abandonment of 
the US emphasis on the rolling back of 
India’s nuclear programme and an assurance 
from no less an authority than president 
Clinton himself to prime ministcrGujral that 
his administration had no intention to interfere 
in India's problems with Pakistan. The 
'foreign policy community’ is also adjusting 
to the new realities. This was evident at a 
briefing on India and Pakistan on the eve 
of Albright’s visit to the region at the 
Brookings Institute, a prestigious 
Washington-based think-tank. The briefers 
were Richard Haas, directorof foreign policy 
studies at the institute, who also had a stint 
as national security advisor in the Bush 
administration, former US ambassador to 
Pakistan Robert Oakley, visiting scholar, 
National Defence University, and former 
US ambassador to Bangladesh, Howard 
Schaffer, currently associated with the 
Georgetown University Institute for the Study 
of Diplomacy. All of them advised Albright 
against visiting Kashmir during her trip to 
India. Instead, they wanted herto concentrate 
on institutionalising US-India relations, 
relegating to the background the ‘negative 
issues' like Kashmir and nuclear proli¬ 
feration. In their view, the time is not ripe 
for any kind of US intervention in Kashmir. 

Schaffer suggested that secretary Albright 
should reiterate the known US position on 
Kashmir both in her talks with ofTicials and 
in public both in New Delhi and Islamabad 
- that Kashmir is a disputed territory and 
its soiution should be found through direct 
talks between India and Pakistan, taking 
imo account the views of t^ Kashmiris. 
Reiteration was necessary because, as he 
pointed out. people in India think that the 
US looks for an opportunity to dabble in 
Kashmir while those in Pakistan hope for 
such an American intervention. They do not 
lake seriously theoft-rqieated US asiertiont 
that it has no intention to intervene in 
Kashmir. 

Hopes are that the upcoming high-level 
US visits would not end, as often happens 
in India, in photo-ops and New Delhi would 
be able to prioritise its interest for a sucoeMful 
stntegicdlialogiie for which Gujral had agreed 
during his Scomber meeting with Ginton. 
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PERSPECTIVES 


‘Iruvar’: li’ansforming History 
into Commodity 

Veakatesh Chakravartliy 
MSSPandian 

Like his earlier two films, 'Roja' and 'Bombay', Manirathnam’s 
‘Iruvar’ is another attempt to commercialise and commodify history. 
The film sets out to subsume and tame the Dravidian Movement'.i 
politics beyond recognition. This ideological project of the film has 
been largely missed. 


IN keeping with his earlier twu fllms 'Roja' 
and ‘Bombay’, ‘Injvar’ (Two Men’) is yet 
another attempt by Manirafhnam to 
commercialise and commodify history. This 
time it is the history and politics ot the 
Dravidian Movement. 

Though the film failed miserably at the 
tKix-oFTice, it has generated enough media 
liype. particularly in the brahmin-controlled 
Chennai media. Leading this hype. The Hindu 
January 17,1997) thought it unfair to club 
Iruvar’ with the 'run-of-lhe-miir films 
eviewed in its regular Friday film review 
:olumn. Instead, ’Iruvar’ shared the space 
rith the report on Thiiuvananthapurani film 
estiva] in the first page of the Friday supple- 
nent. Taking this lead, Ananda Vikatm ran 
in interview of Manirathnam, mostly on 
Iruvar', for three consecutive weeks. 
While the film audience have rejected 
'lu VM-’, the press has recovered it on aesthetic 
rounds. Even those who were critical of the 
Arrative of the film were no exception to 
lis trend. Manirathnam’s commodified 
nitheticsisagameof’headsl win,tails you 
.' - if the film succeeds with the audience, 
len it is bags full of money: if it fails, it 
in still be edefarated as a work of art. The 
> has indeed played into his hands - 
rthaps willingly. What has been lost out 
1 the aesthetic fixation of the media, is the 
iry intent of the film and its ideological 
,JCt, 


' The film begi ns with the imageof Anandan. 
''oungboy who is travelling with his mother 
a train to an unknown destination. As this 
_ ' r image fades out, the titles roll on. 
^ :r this, we see Anandan (read MG Rama- 
lodnn) u a young man struggling to gain 
Dothold as an actor. After much running 
und, be gains his very first role at a 
,'ceman (in consonance with M G Rama- 
Indran’s veiy first rolein‘Sad Loelavathi’). 


In his very first major venture, he en- 
countersTamil Scivan (read M Karunanidhi). 
his filmic and political other, on the studio 
floor. Their meeting turns out to be a momern 
of encounter between two opposing ideo¬ 
logical stances. Tamil Sel van, clad in a black 
shirt (like a Dravidar Kazhagam activist 
which M Karunanidhi was), is an atheist, a 
rationalist, an avowed defender of gender 
equality and a ‘fanatic’ lover of Tamil. The 
khadi-clad rudraksha-wearing Anandan. in 
contrast, isastraight-talking.simple-hearted, 
god-fearing nationalist. These opposing 
ideological stances are immediately dis¬ 
placed on to their caieeis - Tamil Sel van as 
a powerful script-writer and Anandan as a 
successful star. 

After their success in the film 'Veera 
Pradabhan’ as a team, politics re-enters the 
film with Anandan’s wish to Join the party 
(whose flag shares the colours of the Dravida 
Munneira Ka/.hagam - black and red) in 
which Tamil Selvan is already a member of 
the vanguard. Despite misgivings by other 
senior leaders (an obvious reference to 
E V K Sampaih’s antipathy to film per¬ 
sonalities in the DMK), the leader of the 
party Veluthambi (who, in being addres¬ 
sed both as ‘anna’ and ‘aiya’, encapsulates 
C N Annadurai and Periyar E V Ramasamy 
at once) inducts Anandan into the party. 
The party then onwards repeatedly 
deploys Anandan’s star status to mobilise 
the people. 

Onthe eveof elect ions, Anandan, shooting 
in a remote location in the north, is shot at 
and wounded intentionally by a co-actor 
(read M R Radha). The party paints it as a 
conspiracy to gain electoral mileage and as 
Anandan convalesces, the party wins the 
election with a massive 158 scats and comes 
to power for the first time. While a self- 
effacing and simple Veluthambi refuses to 
accept the chief-ministership. Tamil Selvan. 
with the patronage of Anandan, defeats his 
rivals within the party, and emerges as (he 
chief minister. 


As time rolls on. an emerging female star 
Katpanafwboiathelook-alikeofAnandan's 
first wife Pushpa and hence close to 
Anandan’s fantasy) provokes him to seek a 
place in Tamil Selvan’s cabinet. Despite 
objections by Senthanurai (an avid admtrer 
and passionateloverofTamilSelvan outside 
his marriage),Tamil Selvan refuses toinduct 
Anandan into his cabinet until he renounces 
his film career. 

Veluthambi’s detfh turns out to be the 
moment of reckoning for Tamil Selvan. 
Anandan’s funeral oration invokes the 
corruption of the party and insisu on (he 
need to come out clean by the leadership. 
The estrangement between Tvnil Selvan 
and Anandan looks final with Anandan’s 
suspension from (he party. Anandan 
celebrates this as a moment of happiness by 
distributing ‘payasam’ to the press and his 
followers. With the n'vals of Tamil Selvan 
throwing in their lot with Anandan, a new 
party gets launched by him (an explicit 
reference to the birth of the All India Anna 
Ehavida Munnetra Kazhagam). 

As Tamil Selvan’s ministry it dismiised 
by the centre on charges of corruption, elec¬ 
tions follow. ’This time Anandan rides the 
wave. On the eve of his success, iCdpana 
arrives to reprimand him for going bndi on 
the promise to many her and leaves him. 
Now the onus is on Tamil Selvan's shauldert 
to play the role of ihe oppositxm. Soon 
charges of corruption against Anandan’s 
rale surface. As things move on to the next 
election, a natural calamity provides the 
opportunity to Anandan to encounter Kalpana 
who now at a social worker invokes his 
fantasy again. Anandan's plan to have 
Kalpana by hit side results in her joimey 
to Madras that concludes with a raoment 
no return as she dies in an accidem 

On the eve of the next election, Anandan 
passes away to the grief of the lonely figure 
of Tamil Selvan. He is left lamenting for his 
lost friend in the empty and desolate 
headquarters of the party, if this traces the 
linear trajectory of the polilical careers of 
Anandan and Tamil Selvan, Ihe narrative is 
suffused with an excess of ‘enjoymeai’ (in 
terms of their exira-marita) escapades) of 
these two characters - more so in the case 
of Tamil Selvan. 

While the film begins with the annoiaon- 
ment that ‘this is not a true stmy’, this vety 
announcemem implies its opposite tekMM 
of intent as well as Ihe structure of the (ite 
which aims to create a reality effitet. 
Manirathnam himself disavows this 
announcement in hit Interviews to the pnaa. 
Talking eboui the film, he has 1 

have lived in this r^ioa for aboui fatly 

years. I have observed with keen inlenaidl 


j 




the eventt ihM have taken place. I know the 
conaequenccs of depicting these events as 
they have occurred. Despite that, I did not 
wi^ either to make compromises or to give 
up my objective” (Anattda Vikaian, 
Ffcbruary2, 1997). 

m 

Even if one does not attribute to Mani- 
raihnam the impossible intention of'creating 
a transparent picture of the events that occur- 
ted during the past 40 years ofTamil politics, 
whatneeds to tefote^ounded is the commo¬ 
dification of these events which results in a 
series of absences, condensations and displace¬ 
ments in their cinematic representation with 
serious ideological consequences. 

Let us begin with the characterisation of 
Veiuthambi, who, as we have already men¬ 
tioned, is a condensed figure of both 
Annadurai ('anna') and Periyar ('aiya'). 
Various elements in the film combine to 
mark this figure as a patriarch who demands 
unendiiig sacrifices from his followers. The 
sequence wherein Veiuthambi visits Tamil 
Selvan after he has been beaten up badly on 
the eve of his wedding by hired gooiKtas, 
achieves this graphically. In the foreground, 
we see Tamil Selvan being nursed by 
Anandan. I n this low angle shot, VeluthamU 
emerges with bis aides and tells Tamil 
Selvan that the party needs those who are 
willing and courageous to shed more and 
mote blood and asks him to be prepared for 
more such sacrifices. And he has no word 
of consolation for Tamil Selvan. Anandan's 
surprise and shock at Veluihambi's in¬ 
sensitivity to Tamil Selvan's condition 
accentuates this figure as an unrelenting 
super-ego of the patty. 

Why was such sacrifice sought by 
Veiuthambi? The film leaves the answer 
mostly unstated - but for a brief invocation 
of anti-Aryan sentiments through a provo¬ 
cative ndiUe-rousing speech by Veiuthambi 
listened to by frenzied masses. Even this 
marginal invocation of (he party programme 
is quickly displaced by his willingness to 
induct polihc^ly ‘unmotivated’ Anandan 
into the party just for the sake of mobili¬ 
sing more followers. Thus, Veiuthambi 
em erg es as an unethical manipulator of the 
masses. 

Notwithstanding such depiction, Vehi- 
thambi is also shown elsewiiete in the film 
as a renouncer of power. Despite pressure 
from his followen, he refuses the office of 
chief minislenhip at the very moment of the 
much fought for victory of the party. This 
‘positive’ depiction of Veiuthambi is 
employed, on (he one hand, to contrast and 
matk Tamil Sdvan aa an ambitious power- 
monger and a succesaful mmipiilalor: and, 
on the other. Anandan at a king maker. With 
the help of Anandan, Tamil Selvan becomes 
the chief miniiter. 


The character of Tamil Seivu is more of 
a caricature than the rest. It is Pnkash Rq, 
an actor who is well known ft>r Mi roles as 
villain, who has been cast as Tamil Selvan, 
making it plain to the audience who is the 
hero and who is the villain in the film. 
Among other things, Tamil Selvan is set 
apart as signifying a lack. As graphically 
represented in the mise en scene of the film, 
Tamil Selvan is identified as someone who 
lacks the ‘necessary’ experience of the pain 
of hunger and suuvation (unlike Anandan 
as we shall see socni). In one of the early 
sequences in the film, Anandan loses his first 
major venture as the film in which he was 
acting is wound up owing to financial 
difficulties. At thispoint. the social movement 
to which Tamil Selvan belongs gets 
established as a political party. Having lost 
both his job and his career, Anandan 
approaches Tamil Selvan to share hit 
dejection. The action unfolds in feudal- 
looking Tirumalai Nayakar Mahal in 
Madurai, but within the film denoting party 
headquarters at Chennai. We see Tamil 
Selvan on the top of the roof of this medieval 
bull ding celebrating the moment of the power 
and glory of the new-found party a^ his 
dreams for the future. Anandan who enters 
from below laments about the loss of his 
much-dreamt future. Tamil Selvan bursts 
into rhetoric about (he future of the party, 
untroubled by the woes of Anandan, and 
invites him to the roof to share the glory. 
Shocked by this, Anandan lashes out at Tamil 
Selvan for his callousness; and points out 
that being the son of a school teacher and 
thereby having enjoyed food and security 
throughout his life.Tamil Selvan is incapable 
of appreciating the pain of hunger and 
starvation. Tamil Selvan breaks into 
garrulous laughter as Anandan exits from 
below overwhelmed by tean. 

Apart from this lack, Tamil Selvan is also 
marked by a scries of ‘excesses’. The first 
excess which the film foregrounds is his 
cerebral bearing. Bespectacled and 
atheistic, Tamil Selvan is given to an obses¬ 
sive eruption of poetry be it an occasion of 
mourning (as during Veluthambi's and 
Anandan’s funerals) or love-making. This 
ccrebrality positions Tamil Selvan as intei- 
lecuially intimidating even to jiis willingly 
wedded wife who encounters his high- 
flown poetry in her most terrifying momcm 
when her san catches fire in the nuptial 
bedroom. 

The other side of this cerebral excess of 
Tamil Selvan is hit calculative nature. The 
most telling sequence in the film which 
foregrounds Tamil Selvan’s calcuirtfive 
natinc is the scene where Anandan is brought 
to realiicbu growing fan following by Tamil 
Selvan. The camera followi the two asTamil 
Selvan leads Anandan acrou the sprawling 
terrace and u they reach the edge of it, we 


see a milling crowd of fiui watfing for 
Anandan, Tamil Selvan eqihorically poinis 
to the crowd below and tells Anante that 
this is the kind ofpower which Lenin, Stalin 
and Hiller mobilM after hard labour. And 
now it is thein for the asking! Tamil Selvan 
advises a seemingly politically naive 
Anandan to build this up ami expand the fan 
following. 

What luesaretbemassesforTiimilSei van/ 
They are mere pawns in his manipulative 
game for power. Here the film deideologises 
Tamil Selvan in a systematic fiuhkm. Take, 
for instance, the manner in which the slogan 
‘udal mannukku, uyirTamilukku’ (‘life for 
Tamil, body for earth’), popularised by the 
DMK during the anti-Hindi agitation of the 
raid-19b0s, figures in the film. The film 
divests this slogan of all its political signi¬ 
ficance by presenting it as a film lyni; 
instantaneously composed by Tamil Selvan 
on a studio floor for a film stairing Anandan 
Though the film contains sequences that can 
potentially elaborate the id^ogical stance 
of Tamil Selvan, these are, however, dis¬ 
placed by bis sexual ‘excesses' to which the 
film itself gives excessive attention. The 
only depiction of overt political agitation hy 
Tamil Mvan and his followers in the film 
is a rail roko agitation led by him demanding 
reservation for the backward classes and 
the dalits. In this sequence, at one level, the 
narrative itself is a disptacemeni of history 
In fact, the sequence is patterned on the 
Kallakudi agitation by the DMK in which 
the party’s demand was to rename 
Dalmiapuram as Kallakudi. At another level, 
the politics of the agitation is conveniently 
left behind by displacing the viewen 
attention on to Senthamarai (Tabu), as 
admirer of Tamil Selvan at the site of the 
agitation and his would-be extra-maniJ 
lover. This brief encounter with Senthaman 
is consuminaied after be confesses ioberllui 
he set his cadres to get more details abuii 
her. On the whole, the film spends more lime 
with Tamil Sdvan's sexual ‘excesses' ihas 
with his politics. 

Let us now turn to Anandan, who is the 
narrative centre of the film. While the nin 
opens with him as a stairy-eyed young hey 
on the lap of his mother, it ends with let 
funeral where his body is covered in tlx 
Indian national flag and there are (houMixh 
of mourning followers. What unfolds i> 
between is a story of suffering, genortssiiy 
and innocence. 

Unlike in the case of Tamii Selvan. bdl 
Anandan's lacks and excesses single him ‘"t' 
as a more self-sufficient humm being 
film constituiet Anandan as one who he 
experienced several locies in Ms life 
firtt Hung he loiei in the film is his mud 
coveted role in a film. This is Inunedi-nely 
foliotrod by the lOM of his svife Pu^hP* 
Once his career picks up. he ahnosi 



his life when be ie shot by a fellow actor. 
Then he is denied a berth in the cabinet and 
ultimately loses his noembership in the party. 
Finally, he loses his new-found beloved 
Kalpana, an actress who is a look-alike of 
his flrsi wife. These series of losses (inclu¬ 
ding education) which Anandan encounters 
in life, does not nuuk Anandan as lacking, 
lasted, they become the very ground 
from which his excesses such as innocence 
and generosity emerge. For instance, when 
he is asked to address the party cadres for 
the first time, he openly states that he is 
incapable of delivering a speech in allitera¬ 
tive Tamil like others (read Tamil Selvan/ 
M Karvnanidhi), but he knows to speak 
straight from his heart. 

In a similar vein, though being in politics, 
initially Anandan does not desire power. 
As and when be does so. the desire is 
planted in him by Kalpana who assures him 
(hat he deserves to stake his claim for a 
ministership. Even when his request for 
ministership is turned down by Tamil 
Selvan, he is unwilling to entertain his own 
associates who rondownTamil Selvan. What 
is more, once in power, he gets Tamil .Selvan 
arrested during a political agitation, but 
refuses to treat it as a moment of political 
success. Instead, he is anguished to do that 
to a friend. 

Unlike Tamil Selvan, Anandan's relation¬ 
ship with women are presented in the film 
as if they are inevitable and natural outcome 
of the flow of events. Pushpa. his firsi wife, 
is screened by his mother and a reluctant 
Anandan is teased into wedlock. After 
Fushpa's death, he marries a co-actress as 
she seeks his refuge being exploited and 
molested by her own uncle. 

Kalpana (read Jayalalilha) is another key 
character in the film. She of course occupies 
the site of desire p*rte for Anandan. Unlike 
Pushpa, Kalpana is first seen by Anandan 
on the film screen. Hisclosesi moments with 
her begin when Kalpana is trapped in 
Anandan's mirror and as a consequence he 
’is trapped in her gaze. The film reduces (he 
^distance between Pushpa and Kalpana by 
casting one and the same person (Aishwarya 
.'',ai) to play both the roles. To confound 
Jnaiien further Kalpana also simulates a 
mole tlut makes her a perfect copy of Pushpa. 
As a conaeqiieiice. Anandan cannot help but 
Ifallin love However, Kalpana. unlikePushpa 
V-ho is homely, imirnate and child-like, is 
anglicised and therefore rebellious and 
idvemurout, provoking and challenging 
knandan to realiie bis political mission in 
fe. Having marked Kalpana initially with 
'negative' traits, the film recovers her 
Wily as a telfleu social worker. In the film, 
.lalpana U isolated from Anandan when be 
ils to keep the promise of marrying her. 

‘ ".u- this period of ettrangemem, when 
'mandan encounten her again, now at the 


site of a natural calamity, Kalpana is dressed 
in white helping and consoling the victims. 
Anandan in utter admiration asks his aide 
to bring her back to bim only to lose her for 
ever in an acddenL 

Thoughdaiined to beafilmabout Anandan 
and Tamil Selvan 'Iruvar' cannot help, but 
invoke the masses now and then. In general, 
the masses are denied any agency and are 
reduced to mere background props. They 
appear as frenzied pathological crowds 
rather than active participamts in politics. 
However, beinga condensed ensemble, they 
are related in opposite ways to Anandan and 
Tamil Selvan. Ilie people are depicted as if 
they are naturally more eager to gather 
around Anandan than Tamil Selvan. In 
nurkingoutTamil Selvan asafigure alienated 
from the masses, the film always situates 
him in a relationship of power with them. 
He visually always appears as addressing 
them from above. In contrast, Anandan. 
specifically when he fights his first election 
after breaking away from Tamil Selvan, is 
shown to be one among his followers being 
placed under a tree among an informal 
gathering. 

IV 

It is through such processes of con¬ 
densations and displacements, that the film 
constructs its ideological project. In this, 
Anandan (read M 0 Ramachandran), who 
is initially positioned as a subject of desire 
and object of spectators' empathy, is finally 
transformed into an object of adulation. In 
a similar vein, Kalpana is transformed from 
an object of desire into an object of veneration. 
In contrast,Tamil Selvan (read Karunanidhi) 
who is positioned as a subject of excessive 
(evil) desire, is finally transformed into an 
object of pity 

What totalises the ideological field of the 
film is pan-Indian nationalism - as in 
Maniraihnam's earlier films 'Roja' and 
'Bombay'. Anandan, who represents the 
discourse of the author by being the object 
of adulation in the film, is first seen as a 
khadi-clad nationalist and last sen covered 
with the Indian national flag. The film takes 
extra pains to tie Anandan to (his master 
signifier in a telling sequence. Anandan. 
receiving the news of his flrst wife Pushpa's 
death, reaches her home town on a train. As 
the train pulls into the station, wc see euphoric 
nationalists celebrating the declaration of 
'indepenctence'. As Anandan alights from 
the train. Pushpa's father approaches him to 
narrate the tragedy that occurred. In bet ween 
this, we sec a young boy rushing in and 
pinning a Indian national flagon Anandan's 
shirt. Strangely Anandan is obliviout and 
does not object. In the very next scene 
when Anandan is shown falling over 
Pushpa's grave and crying inconsolably, 
the low-angle framing of the shot places 


Aiumdn and the indiaii national flag he 
wean in the fote-ground. These elements 
which me preaen tad in the film as a coune 
of natural ewnit, at i co n not at ive level, 
place Anandan finaDy as a person who begins 
and ends his life as a well-meaning Indian 
nationalist. His reinc-tant involvement in the 
political movement of Vcluthambi (read 
AnnaduraDandTamtlSelvan is thus reduced 
to an aberration. 

The film, at the end, tries to unify 
everything by resolving Tamil Selvan as a 
lamenting fri^ at Anandan's death. In this 
process, it also signifies an attempt to inie- 
gralc Tamil Selvan into tit ovenll ideolo¬ 
gical project. In a long soliloquy of self- 
reproachment, a lonely Tamil Selvan 
confesses that their ‘foits’ are different, but 
their ideologies and beliefs are one and the 
same. As we have seen, the entire film, but 
for its closure, ukes pains to estaUista the 
ideological diffeience between Anandan and 
Tamil Selvan by inscribing the fonner as 
pro-poor/pro-nation/religious and the latter 
as prO'Tamil/rational/albeist. It is this 
unresolved contradiction which the Aim 
attempts to displace and mask by inventing 
and privileging the friendship between the 
two. It is not the case here (hat friendship 
somehow transcends nanow politicsl beheis. 
It is rather an attempt to make the estranged 
and excluded other suddenly disavow his 
most passionately held convictions. It is in 
thismannerthat theflJmsubsuinesaBdtames 
Tamil Selvan and mutes bis (read the 
Dravidian movemcat's) politict beyond 
recognition. 
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Hindu Natioiudism in Indian Politics 

T V Sattayamartby 

The Hindu Natioaalist Movement and Indian Politics, 1925 to the 199Qs; 
Strategies of Identity>Baiiding, Implantation and Mobilisation (with special 
reference to Central India) by Christophe Jaffrelot, Penguin Books India (Viking), 


Delhi, 1996; pp 592, Rs 400. 

THE somewhat chequered but still dramatic 
role that the BP has been playing in Indian 
politics during the last IS years has 
concentrated the attention not only of 
politicians of all the other nation^ or 
mainatream parties as well as regional parties 
but also of academic students of Indian 
politics. The riseof the BJP, in large measure, 
has been paralleled by the progressive eclipse 
of the Congress Party as the wielder of the 
monopoly of control over the power of the 
Indian state. 

The main factors underlying the decline 
of the Congress revolve round its insatiable 
greed, lust and hunger for power which it 
has exercised in a wholly irresponsible and 
arbilrBry maimer, its megalithic corruption 
which reached hitherto unimagined pro¬ 
portions under the Narasimha Rao admini- 
str^ion. its total disregard for principle in 
any matter relating to economy, politics or 
society and. above all, its systematically 
and-poor policies whilst claiming to be a 
patty of die people. As a ruling party, the 
Congress consistendy thwarted the aspira¬ 
tions of alt sections of the common people, 
allowed poverty to intensify in geometric 
proportions, and uitderntined the security of 
miiMrity comimmitiet, daliu, and the rural 
and uifm poof. 

The ruling Congress Party paraded itself 
as the only force capable of safeguarding 
secular democracy in India, invariably by 
raising the twin bogey of communalism and 
fundamentalism and blaming the BJP (and 
its previous incarnations, starting with Jan 
Sangh) for their emergence and growth. The 
relatively minor players on the national 
scene (including the main communist parties 
at least until very recently) have been 
noted for their contradictoiy assessment of 
the Congress Party - condemning it for its 
anti-poor orientation, unconstitutional and 
undemocratic approach to politics, over- 
centnlisatiofl of power and veniaiity, but 
giving it a clean chit in respect of its claim 
to anti-communal/secular credentials. The 
conglomeration of political tendencies 
encapsulated in the Janata Pany/Janata 
Dal have wavered between accommoda- 
tioniain and confromation in relation to the 
BJP (and iu forbears), whilst their attitude 
towards the Congress Party has been 
hitherto hostile. 


The readiness with which centrist and 
communist parties alike have singled the 
BJP out as the only communal villain in 
Indian politics has been given further 
respectability in academic circles. Historians 
and social scientists sedulously propagate 
the view that Hindu fundamentalism as the 
single distinguishing mark of politics, is 
wholly appropriated by the BJP. Unlike the 
Janata administration of 1977-79 (which 
recovered the Constitution from the jaws of 
the internal Emergency) and the National 
Front administration of 1989-90 (the former 
included the BJP’s immediate ancestor as 
a ruling party, whilst the latter was supported 
by the I^P f^rom outside), the United Front 
administration (1996 - ) is a rag-tag and 
bobtails coalition which, under two prime 
minisiers withinayear, has justified its slavish 
pro-Congress orientation (to the extent of 
shielding its corrupt members from the 
judiciary) entirely on a ‘nation in danger ot 
BJP rule' slogan. Inder Kumar Gujral, u 
veritable sheep in wolfs clothing, has 
returned to his former Congress self whilst 
tremblingly indulging Sitaram Kesri’s 
gerontocratic whims. One may well ask: “Is 
there no limit to which a putative democracy 
can go in order to prevent a popular party 
from exercising powerT' 

During the last decade, intellectuals have 
made several interventions in the debate on 
secularism versus communalism in 
contempwary Indian politics. These follow 
one of three different strands: 

(1) The standard treatment of the issue is 
provided by the articulate segments of the 
‘chattering classes', largely consi.sting of 
western educated intellectuals. Their orien¬ 
tation towards communalism is entirely 
derivative and reductionist in'Pharactcr and 
has no bearing whatsoever on the lived 
experience of the mass of the Indian people. 
Standard definitions of what is secular 
and what is not, mechanically transpo.sed 
from a totally different historical back¬ 
ground of socio-economic and bourgeois 
(and social) democratic political ex¬ 
perience of western Europe in general and 
Britain in particular, are applied without 
any attempt to relate them to the far more 
complex contemporary Indianreality. These 
social scientists do not seem to appreciate 
the specific characteristics of the dynamic 


of Hindu culture that pervades social life 
in India, nor do they make an effort to 
identify the precise nature of the tension 
prevailing between what is secular and what 
is commuiuil in the regional, national and 
local contexts. In fact, their intervention 
consists of preaching to the converted; as 
such, it fails to make any impression on the 
mass of the people. 

The Indian people can be expected to 
respond to a home-grown distinction (as 
opposed to that imported from the liberal 
philosophical thinking in the west) between 
secular politics and communal politics under 
the specific conditions of an evolving post- 
colonial independent India - only through 
communication that relies on (and makes 
consciou.s use oQ the categories of thought 
with which they are familiar in their dail> 
life. 

The distinction that these .social scientists 
make between the 'secularism' of the 
Congress Party (and o(hcr parties) and the 
communalism' of the BJP compleicl) 
obscures the deeply communal nature of ihr 
Congress Parly (only temporarily thwarted 
by Nehru, and enthusiastically rekindled 
by Indira Gandhi and Rajiv Gandhi durin; 
the penods 1975-77 and 1980-89). 

At the same time, the rule of casteisni in 
proimMing communalism, and (he profound 
impact of economic factors on the poUiio 
of communal division are ignored in ths 
strand of academic research. A simple, 
minded coniituliciian between the BJP ami 
the Congress is compounded by an equull) 
pucnic sinking of the political identity oti 
the BJP in the seif-confcsscdly commuiul 
identity of the Sangh parivar. I 

A useful and productive distinction woutdl 
start with the premiss that both the BJP andl 
the Congress arc parties claiming to Ixl 
equally grounded in the Constitution: hdl 
are equally capable of unconstitutional 
behaviourinpracticc:uncofthemiscufTcnil!l 
on the ascendant and the cither i s on a (perhjp< I 
terminal) decline: one promising a policil 
towards the minorities within a pulitM^I 
framework of a majority or Hindu naiion^l 

alism, the othcrpreiending to beofasccuul 

political orientation, but in fact thriving ml 
tactics that involve its driving wedges MI 
ween differeni communities; both of tlsml 
'Mandali.sed' by force of ctrcumsiancr. hd 
not before colluding with each other in oakfl 
to paralyse a government marginjil'l 
friendly to oppressed (though not the I'x'W 
oppressed) segments of the popul.iiK'V 
with a display of violence that was as 
as it was cru^ and mindless; and, on^v 
them more supple flexible and capaMc 4 
adaptitiion to the current compulsions 4 
coalition politics, whilst the other is aclciuol 
andcongenilallylncapoblcofsharingpo''^ 




Instead of undenaking such a task in a 
-nude manner, sodal scientists show a 
cfeience for labelling (‘giving the dog a 
id name and hanging it'), and fur charactc- 
iing the BJP by means of categories such 
‘fascism* and ‘totalitarianism* (Icl alone 
.indamentalism*) - terms that tumble out 
their meagre conceptual vocabulary with 
e utmost ease. No wonder that their cuntri- 
‘tion to the political discourse of secularism 
d communalism has been sterile. 

{2)The iniellectualsclosc tt) the cummuni.st 
rties suffer from a different kind of 
ndicap. Whilst it is true that in the 
mediate aftermath of a crisis such as the 
molition of the Bahri ma.sjid they did play 
vital and positive educational and 
mmunicati ve role in a number of cities by 
ranising communal awareness campaigns 
adopting 2 number of different means 
g, public gatherings, tete-a-tete at the 
xstep. trade union meetings, etc), their 
ilysis of the situation would appear to 
"e much to be desired. 

Even after well over adecade of a wholesale 
■^e of the strait-jacket of wooden Soviet 
le conceptualisations of complex stK'ial 
^nomena.thecntirccommunist movement 
India is .still stuck in a time warp. They 
m to he utterly unable to make sense of 
forces that are driving the mass of the 
rple, now as far removed from socialism 
Jrey are from capitalism, even after .SU 
rs of independence, and for a majority 
horn (submerged as they arc beneath the 
;rable poverty line) even bare survival 
by no means be guaranteed. Not 
trisingly, in contrast to ihcir substantial 
^rvention in the practical realm, the 
licctual contribuliuns on communalism 
icademics friendly to the communist 
ies (of course, with distinguished 
.options in the social science sphere 
iculaily in history and economics) have 
added up to anything of significance. 
’The third strand derives its intellectual 
gy from its self-consciously ‘anti- 
,gn'(but by no means national chwvinist) 
7e. Represented by ngures such as Ashis 
Jy, this tendency rejects ‘secularism* as 
iperative concept under the coiK'reic 
prevailing in India, whilst by no 
issuggestingihat 'communalism* .should 
Unbraced. It makes the simple point that 
. ism and fundamentalism should not 
tomitically linked together and that we 
X (nor should we seek to) escape the 
hat the Indian people arc suffused with 
i culture. It rejects the rationalist basis 
! western discourse of secularism, as 
y inapplicable to India. 'The only 
’ guid^ political practice in India 
utituted by what analysts can leam 
teongoingpoiitical processes in which 
lidentity-markers are brought into play, 
hunately, however, the rhetoric of 
'oup of scholars, despite their re- 
Xarive invocation of Gandhi and the 


eloquent defence of a position that is not 
secularist (in the weiteni convention) yet 
also not communalist (in the narrow 
‘fundamentalist* sense) remains unsubstan¬ 
tiated by work of ahard empirical (as opposed 
to 'empiricist*, it needs to be said) nature 
or observation of concrete real ity at the grass 
roots level. 

It is interesting and also somewhat 
saddening that the entire scholarly output of 
Indian origin dealing with such an important 
subject is unprepossessing to say the least. 
Western scholars, generally driven by 
academic opportunism and keen to jump on 
the bandwagon of the moment, have also 
fared no belter, although ills worth pointing 
out that .some of the less flawed books of 
this genre may have bcncnicd from distance 
in producing more reflective accounts than 
their Indian opposites. They are largely ai med 
at academic audiences in the west and do 
nut somehow reach out to the Indian 
readership. 

Jaflrclot's study stands in a category by 
itself. It represents an important contribution 
to our knowledge - grass roots upwards - 
of an important facet of India’s evolving 
politics. It stands alone from the different 
categories of scholarly output described 
above. Its singular merit lies in the fact that 
there is no study of Hindu nationalism by 
an Indian of remotely comparable empirical 
depth. As such, it is addressed to Indian 
readers who will be amply rewarded by a 
close study of the author's method, the content 
of the work and the conclusions reached by 
him 

It IS not possible to do justice in a review 
such as this to the various aspects of the topic 
explored in this major work-1 shall content 
myself with a bare outline. Leaving aside 
Part I for the moment, to which I shall return 
toward.s the end of this essay, Parts I l-V deal 
with the political career of the ideology of 
Hindu nationalism as reflected in the career 
ol the RSS, the Jana Sangh (this task is 
already begun in Chapter 3 of Pan 1) and 
the emergent Vishwa Hindu Pnrishad. Each 
of the four pans deals with a decade of 
development - from the 1960s in Part II to 
the I99()s in Part V. 

At Its core, the author’s methodology 
revolves round his atm to provide a 
macroscopic or national picture of the 
dynamic underlying the growth of Hindu 
politics - electoral and para-electoral - in 
India as a whole. The precise strategy 
followed by Juflrelot in accomplishing this 
purpose rests on concentrating fieldwork in 
an area of India - Madhya Pradesh, a state 
carved out of a melange of territories/ 
populaiifHis drawn from colonial India and 
former native states. This is a large stale by 
any standard, and it has a complex history 
bringing usgetherdiffereni sunndsofpolilical 
expressions of Indian nationalism. It also 
represents the cradle of Hindu nationalism 
from which the RSS spread out to different 


parts of India levend d eca d es before India’s 
indpendeoce. 

Jaffrelot steeped himaelf in the material 
that he gathered in Madiya Pradesh through 
intensive interviewing of political workers 
at all levels (as well as religious and sexiial 
figures) and direct observation over an 
unhurried interval of time, going back 
wherever possible to the past by a careful 
and thorough study of archival sources and 
by the application of oral history gathering 
techniques. By avoiding easy linear extra¬ 
polations, the picture that emerges from 
Jalfrelot’s work represents an integration 
(rather than a mech^cal accumulation) of 
the grass rtx>ts in different parts of the st^. 

By the same token, Jaffrdot’slargerpicture 
of Hindu nationalism on an all-India scale 
IS a product of further integration between 
the Madhya Pradesh phenomenon and 
developinenls in the wider arena embracing 
both ideological and electoral politics. In my 
view, this is an excellent methodological 
strategy which makes the meso-pictureat the 
core of the project dependent upon a thorough 
acquaintance with it at the micro level, and 
mtibiliscs both levels of observation in an 
cflort toextend the i ntegration to the narional 
level 

The imurtance for the study as a whtde 
of Part I, which sets the scene for the period 
from the I9<i0s to the present, is out of 
proportion to its relative density in relation 
to the text. Without anticipating the crititpK 
of the theoretical side of it at the end of this 
re view, it is appropriate to poim out that the 
theoretical mould (entirely superfluous as it 
happens) constitutes Uk only flau'ed part of 
this otherwise extremr'v well consuiicted 
ircdtisc: fortunately, tne sound under¬ 
standings that automatically flow out of the 
author's research findings remain intact 
despite the monotonous regularity with 
which he attempts to stuff them into the 
theoretical mould from one chapter to the 
next. *1110 ritual jingle of the theory at the 
end of each chapter sounds like the refrain 
of an exuberantly pious hymn (“Stig¬ 
matising and Emulating ‘Threatening 
Others* !'■). 

At the heart of Hindu nationalist ideoh^ 
Chindutva') is a view of religion based on 
“lulluralcritcnaralher than on racial theory'* 
and a^iew of politics based on ethnic 
national I sm, I he latter bearing a resemblance 
to other variaiions of nationalism based on 
comparable idcntificatioiu. The emergence 
of tiK RSS as the chief propagator of a 
militantly pure version of Hinduism provides 
a unique background to Hindu ntWimUM 
politics. Jaffrelot gives us a sustained 
account of high intellectual quality drawing 
out into full view the main featnita of the 
development of the RSS into a formidablB 
cultural force during the two gnof 

to independence. Throughout the smdy dm 
author's numerous interviews in dw pth wMi 
RSS 'shakha* members and leaders M 



diRcfent levels of the orsanitatiofl gave him 
aunique appreciation of the role of the RSS's 
pristine pure approach to politics nurtured 
by its founder dolwalkar’s “special kind of 
racism" which not only differed radically 
from Savarkar’s more philosophical (i e, 
biahminical) orientation and approach but 
also placed a premium on the ‘indigene’ 
character of Hinduism's roots. 

The marginalisation of the Hindu 
Mahasabha in Indian politics (especially 
since 1947). comparaUe in certain specific 
but not all senses to the marginalisation of 
the Muslim League in post-Pakistan India 
and Pakistan, alerted a new breed of Hindu 
nationalist politicians to the need for a 
political party opposing Nehru's vision of 
a secular India. The RSS played a dynamic 
role in shaping the Jana Sangh and nursing 
it through its long exile in the penumbral 
region of Indian politics. The political 
temptations of the hustings were not for the 
Jatu Sanghis as long as the RSS network 
kept a vigilant eye on their politics. 

The spurious legitimacy that 'secularism' 
enjoyed in Indian politics during Nehru’s 
prime ministership stood in the way of the 
Jana Sangh emerging as a force in its own 
right in parliamentary politics. But, even 
though Hindu nation^ism and the cultural 
influence of the R$S had to beat a retreat 
during the 19S0s, they were very much alive, 
especially in large areas of the country 
exemplified by the author's field. It is an 
irony of those times that Nehru achieved 
far greater success in the parliamentarisa- 
tionof the Communist Party and in dc- 
revolutionising it than in tempering the 
Hindu nationalist fervour of the Jana 
Sanghis (despite the possibility that he might 
have found young Vajpayee a far more 
attractive parliamentary colleague than the 
turbulent and somewhat saturnine figure 
of A K Gopalan) or even the Hindu/Hindi 
‘extremists' within his own party. Chapter 3 
of the book emtains an excellent account 
of the dynamic role played by the RSS 
network in the mobilisatkm of different 
kinds of support for the Jana Sangh. 

From nearly total oblivion (at least at the 
centre and in most of the states) the RSS- 
Jana Sangh system gradually emerged as a 
political force to be reckoned with in certain 
states in the course of a prolonged tran¬ 
sitional phase. 1967 was a crucial year in 
this unfolding process as electoral allian¬ 
ces based on challenges to the Congress 
included the Jana Sangh in certain states. 
The Jana Sangh’s relatively egalitarian 
orieiitatioa found a ready echo in the policies 
espoused by various versions of socialism 
which a number of different opposition 
patties propagated. From 1967 to 1974, 
when the s^s of the Nav Nirman move¬ 
ment were sown in the new role assumed 
by J P Narayan, Hindu nationalism was 
gi ven a populist twist and the political party 
representing its ideology was in a mood 


of compromise under the watchful eye of 
the RSS. 

In chapters 3 and 6, Jaffrelot deals with 
the mixed strategy of Hindu nationalism and 
the contradictions to which it gave rise during 
the 1970s. The degree of compromise to 
which these contradictions led in the actual 
conduct of the JP movement was reflected 
in the new, if conditional, acceptance of 
Gandhi on an ideological level, and of 
MoraijiDesaion a pragmatic political level 
as “a Gandhian of Hindu tr^itional alle¬ 
giance capable of integrating [Hindu 
natiorulists] intoanewideological synthesis" 
(p 281). 

The concrete experience of wielding state 
power in a coalition quickly exposed the 
internal contradictions of the BJP-RSS as 
well Bathe contradictions between the Hindu 
nationalists on the one hand and, on the 
other, the other compoiKnU; of the Jaiuta 
coalition. The failure of the assimilation 
between the ‘Shakha' and ‘Janata’ political 
cultures and the eventual “return to ‘political 
untouchability”’ of the BJP following its 
ideological mentor (the RSS) is discussed 
in a clear and brilliant style (pp 301-13). 

With the return of Indira Gandhi to power 
in 1980 and the political equation/inequality 
between the Congress(I) newly restor^, the 
Hindu nationalist party radically changed. 
Even before l980,IndiraGandhi had herself 
changed her priorities in the nurturing of her 
‘vote bank'. The minorities no longer 
occupied the forefront of the electoral 
susceptibilities of the ruling party. The 
Congressfl) now competed with the Hindu 
nationalist movement and its party for the 
Hindu vote. In the short run, until the mid- 
1980s, this strategy appeared to work in 
favour of Indira Gandhi and this led to 
tension between the RSS and the BJP - 
e g, in the Delhi Union Territory local 
elections (1982) and in the state legislative 
assembly election in Jammu two years later. 

Paradoxically, the BJP was not able to 
turn to its advantage the rapid erosion of 
secularism in general, and in particular the 
radical compromise to which Indira Gandhi 
subjected the secularismof the Congress(l). 
Even so, the BJP survived these reverses 
to enterge as a large parliamentary party and 
to play a pivotal role in keeping an anll- 
Congress(I) coalition in power at the 
centre. 

Precisely what role the BJP should play 
in relation to the NF administration was a 
subject of internal controversy within the 
Hindu nationalist circles. The pre-1977 
situation reversed itself In the months 
leading up to the formation of a new 
government in 1989. Under the ideological 
leadership of a rejuvenated ‘Sangathanisf 
element, the BJP became not only the voice 
of 'hindutva' in pariiament ^t also a 
legitimate opposition willing to act as an 
oxygen cylindo' to a government made up 
of fragments assembled together by 


legerdemain rather than a Jointly forged 
political will. Again, Jaffrelot treats his 
readers to a masterful discussion of these 
macroscopic problems on his thorough and 
systematic grounding in the Madhya Piid- 
esh of earlier times. 

Part V deals with more recent times, the 
less than a decade since the wi liiil anni hilation 
of the NF government in which the BJP 
played a not inconsiderable part. The BJP 
started the decade on a platform of prom¬ 
oting 'hindutva' in its immaculacy, starting 
with the demolition of the Babri masjid. That 
it was a mistake was proved not only by its 
destabilising impact on Indian society in 
regions of crucial importance for its political 
future but also in the BJP’s isolation in 1996 
in the Lok Sabha despite its otherwise 
enviable position as the largest single 
(though not a majority) party in the house 
by a long shot. However, the author seems 
to be far less sure-footed in chapter I4than 
in chapters 12 and 13 for the reason that 
hehasnotgivendue recognition to the BJP’s 
suppleness and its preference for long-term 
consolidation rather than short-term elect¬ 
oral benefits. Here the tendency of Indian 
intellectuals to demonise the BJP would 
appear to have rubbed off on an otherwise I 
cool and competent observer of the Indian ,' 
scene. 

A vigorous and systematic analysis of the I 
‘oscillations' (to use Jaffrelot’i own 
expressive imagery) df the BJP between iu 
nccommodationist mood culminating in its 
direct participation in the 1977-79 ct^ttion 
and its uncompromising stance of the 1980s 
(fuelled by the electoral advantage that an 
undiluted 'hindutva' platform appeared to 
promise) left it unprepared for the task of 
mobilising support from elsewhere on the 
political speUrum in order to take power at 
the centre in the aftennalh of the rtxit of the 
Congres$(l) in the 1996 general election. 

But within a few months of the inevitahic 
fall of the Vajpayee administration, the BJP 
recovered its momentum in UP not long after 
the state assembly election (1996) which 
proved to be an equally inconclusive sequel 
to the general election. The BJP show^ a 
considerable capacity for coalition building; 
with the BSP (to the extent of the latter 
turning its back on Congress-!, its partnrf 
in the state electoral pact leading up to the 
election). Inarcmarkabledisplayofptiilical 
ingenuity, the BJP got the better of Romesh 
Bhandari, a bloody-minded, unpopular aiul 
irresponsible governor and a poHti^ stooge 
of the Congressd) as well as the Sanuuwadi 
Party which had displayed an uncommt’n 
determination to prevent the BJP from tak i iig 
power in India’s most important state. 

While it is true that the political mileage | 
that 'hindutva' is capable of generating may f 
ha vc peaked, it would be unwiw to exaggemtej 
the extent to which the lower middle castes 
have gained political posver in the northern 
Indian states of Uttar Pradesh snd BUur, if 
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for no other reeioo than for the huge meu 
of cotiuptioa in which the MuUyanu and 
the Laloot of Indian politics have become 
inextricably entangled. It ii et^ally unwise 
to underesdniate the BJP’s capacity to lake 
advantage of the caste coiUndictionsoflodi an 
society and forge close (albeit politically 
'need based’) links with parties erf the most 
'depressed' castes or dalits or even adivasis 
In order to wrest power from parties rooted 
in intermediate castes. Surely this was the 
point that Jaffrelot tried to to make in his 
recent controvenyintbis journal with Rahul. 
Chapter 14 would have beoefited from a 
more systematic application of this insight. 

Let me conclude this review with a few 
remarks on the oitirely redundant theory 
which the author has introduced in the 
opening chapter of the book, (n my view, 
this is the only blemish in an otherwise 
fotmidable work of detailed observation 
and acute analysis. By virtue of his French 
origin, the author's intellectual pedigree 
stretches back to Comte and Durkheim. 
Comte initiated adoomed project that aimed 
to inject icience and progress (i e. positivist 
rauanalityjsimultaneouslyintoibcdiscourse 
of social change. Durkheim added a new 
dimension of universality to Comte's 
philosophicaj vision and also inlnxluccd a 
methodological revolution into the empirical 


ORRU, Biggait and Hamilton have collected 
together a scries of their papers (some co¬ 
authored with others) on what they consider 
to be the key elements defining east Asian 
c^Jitalism. The book is divided into three 
pi^. Pan I consisu of three chapters on 
theoretical approaches to east Asian 
capitalism. Pan II cunsisU of six chapters 
on explanations for the phenomenal success 
of east Asian capitalism. Finally, Pan III 
(with four chapters) compares the dynamics 
of capitalist growth in European and ea.st 
Asian countries. On the whole, the book is 
well written and is a welcome addition to 
the npidly expanding literature on east Asian 
growth. 

(Chapter I (by Biggan) is a review of the 
principal approaches to economic organi¬ 
sation (market, cultural, political economy 
and institutional) with a particular view to 
explaining east Asian economic organisation. 
The author has two principal paints to make 
here. First, traditional apprMches, say the 
mulcet view, are deejdy embedded in the 
historical experience of European capitalist 
growth in the t9th century and should not 


investigation of social change and social 
science questions, through quantitative 
(including statistical) and qualitative 
measuiement and observation. 

We have come far from the Newtonian 
certainties on which these developments 
were originally based. Read in the context 
of the unfolding dialectic of India's com¬ 
plexities and contradictions towards the 
end of the 20th century, the theory ad vocated 
here under the rubric of “Stigmatising and 
Emulating‘ThreateningC)thers”’(pp 11-74) 
is not only childish but also- more seriously 
- sociologically ethnocentric, psycholo¬ 
gically reductionist, and politically non- 
seasical, quite apart from doing not even a 
scmblanccofjustice to the enormous amount 
of empirical material placed in front of the 
reader. Moreover, the observations that the 
book contains do a much better job of 
explaining themselves than the theories that 
academic scholars feel so strongly committed 
to wheeling out for display! 

To conclude, the theoretical intervention 
notwithstanding, the author deserves to be 
congratulated on his achievement. Thisbook 
will remain for a long time the leading text 
on the complex subject of Hindu nationalism. 
It has appeared at the right time. It will have 
a lung shelf-life in the literature of 
cuntempurary Indian politics. 


claim to have universal validity. Second, 
although the broad experience of the east 
Asian countries is difrerent from the European 
one, there still ate considerable differences 
between the group of east Asian countries. 
The author appears to have a distinct 
preference for the institutional approach as 
an explanation of the growth of economic 
organisation. Chapter 2 by Biggart and 
Hamilton is an account of why they find the 
neoclassical theory of the firm in particular 
and the neoclassical approach in general an 
inadequate explanation of the development 
of business networks. In particular, th^ rmd 
the predictive power of (he stylised 
neoclassical model with respect to the 
development of business relations in east 
Asia quite poor. Chapter 3 by Hamilton and 
Robert Feenstra is an attempt at adapting the 
theory of markets and hierarchies to explain 
the growth of east Asian capitalism. 

All things considered. Part I makes for 
interesting and absorbing reading. However, 
there are some points with which an 
economist could have problems. First, the 
neociauical model is treated in this section 


as a kind of caricature. References to 
assumption of perfect nuateis, omniideiii 
actors operating in‘gtand itolatioo'abound. 
Naturally. tfaeM references are not meant to 
be adulatory. However, there are some 
problems with this caricature. First, these 
assumptions are meant as apoiiit of leferencb 
rather than a final description of reaHty. 
Neoclassical theorising has been expanded 
and adapted to suit diffoeat circumstances. 
Thus, for example, there are models of 
bounded ration^ty, altruistic behaviour 
(even interge n e rat iooal alliutsml), s inng te 
behaviour by individuals and gm^M and so 
on. Hence, it is not really fair to present the 
neoclassical model i n its most priinitive fonn 
and to permit the bedeciring of other 
approaches to suit the circumstances. There 
is much substance in what the authms argue 
in this part, but the point has not been made 
convincingly, at least not to an ecoomnist. 
Second, what is the ultimate test of whether 
an approach or other is ‘better’ than othen 
for ‘some countries' for ‘some time periods'? 
This has to be an empirical question. One 
cannot look back at history and say that one 
approach or the other provided a better 
explanatioa That way one can gamer support 
for almost any approach but it would be a 
facile and unconvincing support. The proof 
of the pudding has to be in the eating. There 
must be empirical evidence to suppott the 
preferred point of view in rdi^aa to 
cmnpelingapproachei.Thiitheiiithotshave 
not provided. So I. for one, remain 
unconvinced. Contrail, forexani[iie.ihe wait 
of Young (1995) which uys ^ standaid 
neoclassical growth theory is an adequate 
explanation of east Asian grmrtli. And Young 
provides hard evidence. 

The second pan of the book deals with 
country experiences. Biggart and Hamilton 
argue that the success of the east Asian 
economies is-the result of their npitHy 
identifying theircompantive advantage and 
attaining iL This, naturally, differs from 
country to country. In a subnwquent chapter 
Biggart and Hamilton argue tb« political 
economy with a Weberian rmphaili is the 
best explanation for industrial an a ngrmm ts 
and strategies ofthree east Asiwi econo mi e s : 
South Korea, Taiwan and Japan. This 
explanation is compared with die cuhmal, 
institutional and other exphrations. The 
authors provide tome indirea evidence in 
support of Unr approach. In the next p^ier 
Otru, Biggart and Hamilton study aoo- 
institutionalism within the context of 
organisational isomoqihism in anil Aaia. 
What this mevisetienliaiiy is date iimhiittOH 
and organistaiont change as lhay fare 
environmental pressures (intetpwiad very 
broadly u general bmimtti legal laatiin 
tianal pressures). Acorollaty oftMaarpteOam 
is (hat countries which fhoe simHter 
envuDomeniai pretsurea will tend lo Iwva 
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narrowed down over time. Examples for 
illustration aivchosen from the South Korean 
and Taiwanese experience. Comparative 
studies end here. The next three chapters of 
this part are devoted to country experiences. 
In chapter 7 Orro, Hamilton and Suzuki 
discuss the development ot horizontal and 
vertical controls in Japanese industry. Both 
formal and informal arrangements are 
discussed. Chapter 8 (by Biggart) and chapter 
9 (by Hamilton) study the Korean and 
Taiwanese experiences. Some fascinating 
details of firm and market structures in the 
two countries are discussed and. it becomes 
quite clear, that despite appearances there 
are deep differences. 

Pan HI begins with Orru discussing 
institutional design in various types of 
capitalism. In particular. hediscussesaJ/ionce 
capitalism which combines hori/ontal 
organisational traits of institutional co¬ 
operation among organisations in political 
and economic sectors and vertical structures 
of co-operation between organisations in 
related acti vitics. Then he discusses diripiste 
capitalism wherein authority is strictly 
hierarchical with ultimate control resting in 
one or a handful of group. Finally there is 
familial capitalism where society is strongly 


segmented but different clusteis develop 
(separately) along similar lines. Different 
countries can be grouped into one or more 
of these types, according to the author. Three 
sets of examples arc given in the remaining 
three chapters of Part III. In chapter 11 the 
German aixl Japanese experiences in respect 
of development of institutions are contrasted. 
Similarities exist as well, not least in the fact 
that the stereotyped neoclassical model 
seems to fit neither experience. In chapter 
12 Orru shows how simil ar the development 
of small-scale fiims has been in Italy and 
Taiwan. He adduces this to similarity of 
institutional settings primarily, although this 
cannot be a complete explanation. Finally, 
in chapter 13 dynamics of dirigiste capitalism 
and the implications for hierarchical 
struaures are discussed in the French and 
Korean context.s. 

All said and done, this is a fascinating 
book and every one who is fascinated with 
the cast Asian success story would want to 
read it, indeed should not miss it. How have 
the.se economics survived world and civil 
wars, colonialism, severe disruption of 
economic activities, tremendous paucity of 
resources and the like to emerge as major 
actors in the world economy? This book 


attempts an in-depth analysis of this 
phenomenon. However, there are some 
obvious repititions across vatiout chapters. 
Broadly, two types of messages seem to be 
coming from the book. First, that the 
neoclassical model does not do well outside 
its specific cultural/institutional settingsgnd 
new explanations ha ve to be sought Second, 
these new explanations may have toembrace 
a number of viewpoints from the cultural to 
the neo-institutional and the like. This task i 
is made more di fficult by the fact that although 
there are strong similarities between east 
Asian economies, there are deep differences 
as well.Insome areas common explanations 
are possible, in others, separate societies 
have to be studied separately. This book 
provides good insights. It would have been 
even more attractive if stronger empirical 
evidence bad been pre.scnled. However, this 
should not distract from the overall strength 
of this volume. 

Reference 

Young. A (IW5): ‘The Tyranny of Numbers 
Confronting the Statistical Reality of the 
East Asian Growth Experience', Quarterlv 
Journal of Economics, Vol 110, No 3, 
pp 641-80. 


Atlalavika Kapur provides an 
experiential and interactive 
account of desisnins a mental 


MENTAL HEALTH IN INDIAN SCHOOLS 

MAUVIKA KAPUR 


health prosramme in a school setting in a developing country despite the paucity of 
financial resources and trained personnel. The approach evolved is holistic and culturc- 
specific and ir>cludes both the child and the envrorvnent. It encompasses key issues of 
tools of assessment, process and content evaluation and methodological problems across 
age, gender and socio-economic strata. Thfe book reaches out to administrators In the 
education sector and to teachers so that mental health service dellvefy becomes a reality 
h school settings, 
f997 ■ 178 pages ■ Rc B75 (doth) 


MENTAL HEALTH OF This b a book that corAributes to child merAal health 
IMniAM run nOPM knowledge owrall, preserAs an overview of empirical 
I/ai evWenc«oncW/d/r)enfa//)ea«h/ssueskTkxf/aa^ 

MALAYIKA KAPUR praiseworthy atternpt at highlighting what Is ^fcabte/ 

not applicable within established theory and 
practice cross-culbjrtAly with specific reference 
tohdia. 

European ChM A Adolescent Psychiatry 

A well written book \vAh a clear and lucid style. 

The Hindu 

1995 ■ 348 pages ■ Rs 399 (doth) 



hiiPvtLH 
MUIII; 

Lz.zzpj.jjj. 

IlffAtiiaan 







SPECIAL AKTICLES 


Reforming the Property Tax Base 

Need for a New Direction 

Amareib Bagchi 

While acknowledging the urgent need for reform of property tax to achieve some standardisation and to reduce 
the scope for subjective judgment and abuse, this paper seeks to draw attention to the limitations of the models 
that have been put forward for replacing the existing base for property tax with a non-transparent area based 
system and the need for moving towards a base such as capital value which is more amenable to standardisation 
without giving rise to troublesome questions about adequacy of classification and so on. A properly devised capital 
value base, it is argued, will serve to capture the chief merits of standardisation in conformity with the canon 
of equity as enshrined in our Constitution. 


1 

Introduction 

FOR various reasons the lax on urban lands 
and buildings - the properly tax (PT) - 
which constitutes the pri mary revenue source 
of urban bodies all over the world is in the 
doldrums in India. The revenue productivity 
of the lax has fallen tor hchimi the potential 
signalled by the gn)wth of cities and the 
phenomenal increase in the prices of urban 
real estate. In the perception ot lax payers 
on the other hand it is a most oppressive and 
iniquitous levy, with the tax base oltcn 
capriaously assessed and the rate of tax 
perched at absurdly high levels (over lUO 
per cent of the rateable value in some cities, 
e g, Mumbai for commercially used 
properties). Factors underlying this slate of 
affairs mainly are two-fold: one. judicial 
rulings tying down the base of the lax to the 
norms of standard rent as laid down in the 
rent control laws of the land which in most 
situations do nut bear any relationship to the 
prevailing market rents and open up 
opponunilics for abu.se through multiple 
tenancy and other devices, and two. the 
absence of an open market for real estate in 
(he country b^usc of the widespread 
practice of under-reporting rents and capital 
values in real property iraiMactions to evade 
taxation. The problems have been 
compounded by the weaknesses of the 
administrative machinery, general laxity in 
monitoring and supervision, and tortuous 
legal processes in settling disputes. 

Van ous suggestions ha ve been put forward 
from time to time to reform the system. Of 
these the one that has attracted wide attention 
as most promising seeks to standardise 
property tax assessments by laying down 
nornu of rental valuesperunit of plinth area, 
instead of depending on notionally 
determined rental values. A pli nth area rooted 
base, being verifl^e, it is argued, will not 
be amenable to any manipulation or abuse, 
since the assessments can be made simply 
by using some preHletermined standards of 


rental value related to verifiable physical 
characteristics of a given holding bearing on 
its earning potentid such as area, location, 
type of construction, use and so on. It will 
also have the merit of transparency and 
simplicity. Models for standardise PT 
assessment for urban bodies in India have 
been put forward in Kapoor (1977), 
Kamakrishna ( 1980) and ORG (1979). More 
recently aspecimen draft bill fora ‘Composite 
Area Linked System of Property Tax in 
India' has been presented in Kapoor and 
Ghosh (1990). 

Initially, despite sustained pleading from 
its pniponenui. reforms towards an area- 
bas^ system of property taxation could not 
proceed far because of constitutional const¬ 
raints that mandats equal treatment of equals 
under all laws of the land and, as a corollary 
expounded in judicial pronouncements, 
forbid schemes of taxation that rely on 
uniformly applicable standards and do not 
dilTerentiatc 'reasonably' between taxpayers 
with varying taxable capacity. 

Of late, there seems to have been a change 
in the judicial approach to the question of 
rcason^lcnessof classiHcation in the context 
of taxauon. In a recenl j udgment the Supreme 
Court has upheld the legality of a scheme 
of standardised taxation of properties by the 
Patna Municipal Corporation.' Emboldened 
by this pronouncement, advocates of stan- 
d^isation have been pleading for the adop¬ 
tion of a standardise base for property 
taxation throughout the country and several 
states are known to be contemplating reforms 
of their PT in (hat direction. While acknow¬ 
ledging the urgent need for refonn towards 
some standardisation and reducing the scope 
for subjective judgment and abuse, this paper 
seeks to draw attention to the limitations of 
the models that have been put forward for 
replacing the existing base lor the PT with 
a non-irantpaieu area based system and (he 
need for moving towards s base such as 
capital value which is more amenabte to 
sandardtsation without giving rise totrouble- 
somc questions about adequacy of classifi¬ 


cation and so on. A properly devised capital 
value base, it is argued, wilt serve to capture 
the chief merits of standardisation in 
conformity with the canon of equity as 
enshrined in our Constitution. 

First, we go over the key features of the 
existing system and its major weaknesses 
(Section II). This is followed by a brief 
account of recenl initiatives for refonn and 
a critique of the models proposed (Sectian 
111). Section IV explores the direidioas in 
which a new tax hw can be evolved for 
property taxation which will achieve the 
desired objective without running foul of the 
law. Section V concludes. 

n 

Exbliiig Syrten and Ito lidbnMea 

The problems with the present system of 
PT in India have been extensively studied 
and are well documented [vsdr. for instance, 
NIPFPI981,Datta]983.DeUuAdiiiiiiistn- 
tion 1990]. However, it may be useful to go 
over briefly the key features of and the pro¬ 
blems with the system that hat beenopenting 
in Indian municipalities as a background for 
the discussion of possible remetfies. 

Following the Briiishtradiiioa the base for 
taxation ofutfaan properties in India has been 
a notional concept, typically, "the annual 
rent at which such land or building nught 
reasonably be expected to let from year to 
year”, aftm allowing for certain dedimioos 
such as cost of repairs, inaiiraticc. etc.* 
Although the laws relating to the levy of the 
tax usually do not specify how ‘retoniMe 
rail' istobeestimMed,thepretuniptiQoliaa 
been that in the case of rented propei ti e t . 
the rent actually paid by the tenant oohU 
ordinarily betaken as 'leasonaUe'.Forowwr 
occupied premiies rents prevailing fbraMiar 
propers in the locality ptovidedabaaUlbt 
judging what could be taken « leasoMble 
rent. Generally. no disriiKtion is aadh inilil 
iawbe(weenself-occupiedMdte«Mied|MD- 
perties. On the face of it this tyaieai diMU 
lwveheipedtoeuureequkyinl*TaBsd dam 
of property would cone undK adfbmly 
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applied principles. In practice, however, this 
hM not happened and the FT aystem has 
developed disiortioas in several directions 
giving nse lo complaints of acute inequity 
andatsoincfTicicncyintheuseofuiban space, 
a most valuable resource of the community. 
Factors responsible for this are several, the 
most important single factor being the const¬ 
raints embedded in the rent control laws. 

Ftdiowing the ruling given by the Supreme 
Court (SC) in 1970in the case of Corporation 
of Calcutta vs Padma Devi,' it came to be 
established that in judging what could be 
considered reasonable rent in the context of 
property taxation, one has to go by the limits 
set by the concept of 'standard rent’ in the 
rent control laws of the land. When the 
standard rmt for a holding is fixed by the 
rent controller, the court ruled, the rateable 
value (RV) cannot go beyond the standard 
rent. This principle was subsequently 
extended in successive judgments to 
situations whoi the rent was not fixed by 
the rent controller, even if under the relevant 
tern law it was lawful for the landlord to let 
out his house at rents higher than the 
‘standard’ prescribed in the cent control 
legislation.' Finally, ’standard rent’ was set 
as the upper limit for assessmoit of RV for 
owit-occupicd houses too and it was further 
erijoined that when the standard rent looked 
too high and is unlikely to be earned by the 
propcfty in question for any reason (such as 
state of repair, etc) its RV must be 
detetmined on such lower rent.^ The base 
of the FT thus cartK to be confined for all 
practical purposes to the lower of standard 
tergor the rent reported to have been aaually 
received by the landlord. 

As is w^ known, this principle has had 
had a disastrous impact on the yield and 
equity of the FT. The yield suflered because, 
first the ‘standard’ fixed for rent under the 
tent coolroi laws didnot bear any relationship 
to the earning potential of the property 
especially since no revision was permissible 
once a holding was let out on tent. This 
resulted in freezing the FT base on the one 
hattd and gross disparities in the incidence 
of FT on the other because the standard tent 
even for properties in a given locality with 
identical characteristics differed widely 
depending on the date on which they were 
let out or when their construction had 
commenced. Sometimes, the tenancy leases 
were set up on absurdly low rents and 
abrogated in no time to establish new 
tenancies at much higher tent, simply to get 
the FT assessed at a tow figure. Rents were 
split through the device of multiple lease 
agreentents and the actual renu remained 
sidrmetged. Fto wonder assessment ratios 
(the ratio of RV per unit area to comparable 
rent) avenged only 20 per cent i n New Delhi 
Municipal areas as of 1989-90 {vide Delhi 
Adminiuratioii 1990, Bagchi 1991]. 

The FT base in many cities got dented or 
forzen even before it came to be entangled 


in tent control laws. This was paitkulariy 
the case withonw-occupiedhousesfor which 
the asseuments were frozen through 
guidelines debarring any upward revision 
except inthe event of additions or aherations. 
The ills of the FT system were compounded 
by adminstrativc weaknesses and lapses, 
Because of poor co-ordination between 
building def^ment and the assessment 
division, information regarding new 
properties did not percolate to the assessors 
for a long time leaving huge gaps between 
the number of properties in existence and 
those assessed to FT. In several cities (c g, 
Del hi and Bangalore) the properties assessed 
to FT form hardly SO per cent of the actual 
number. A part of the gap is no doubt 
attributable to the exemptions given to small 
holdings but a considerable number is made 
up of structures illegally erected or awaiting 
completion certificate. Not, unoften, 
properties are occupied without any 
occupation certificate. The tax being leviable 
joni y on the owner, i n many cases the asessi ng 
authorities are unable to proceed because of 
problems in tracing the real owner, with 
properties changing hands - often several 
times over - through general power of 
attorney (GPA). 

m 

laitistivcs for Reform 

The need to improve the FT system is 
widely recognised and themaoer has engaged 
the attention of policy-makers across the 
country for quite some time. Initiatives have 
also been taken in the area in several states 
and cities. The thrust of the initiatives has 
been two-fold; one, to contain the mischief 
of rent control by introducing a ‘non- 
obstante’ clause in the municipal tax law 
(that is 'notwithstanding anything contained 
in any other law’); and two, to move away 
from national annual rental value (ARV) for 
deriving thcRV to a standardised area based 
system of assessment. 

The attempt to get around the rent control 
stipulations through a non-obstante clause 
in the municipal tax laws has been upheld 
by the Supreme Court but after a long period 
of uncertainty. In the first case involving the 
interpretation of a non-obstante clause in 
otM municipal FT law that came up befon 
the SC, the couit held that where the law 
contairred such as a clause, if the ilandard 
rent has been fixed, and there is nothing to 
show that there has been fraud or collusion, 
that could be taken as the reasonable letting 
value “but where the building has never been 
let out and is being used in a manner where 
the question of fixing its standard rent does 
not arise, its reasonable reid can be fixed 
without regard to the provisions of the rent 
control law (MuradpalCotporationoflndore 
vs Ratna Prabha and othm).* 

This ruling came under some cloud with 
the SCobtervingin a lubsequem case wUch 
arose under the Punjab Municipal Act 1911, 


as applicable to DeUii and the Delhi Rent 
Control Act 19S8, “...it is nther difficult to 
seebowthenon-obstanteclausemtlMt section 
can possibly aftect the interpretation of the 
wor^ annual valueof any bulldingshall...be 
deemed to be the gross annual rent at which 
auch building might...reasonably be expected 
to be let from year to year.”’ 

The reservations expressed by the court 
about the correctness of the decision in the 
Ratna Prabha case, however, came to be 
questioned by the SC itself in subsequent 
cases, in oik case the court observed; "...we 
feel compelled to express our doubts as to 
the soundness and continuing relevance of 
the view taken by this court several earlier 
decisions that the property tax must be 
determined on the basis of Mr rent alone 
regardless of the actual tent received.”' 

Rnaily, in a more recent judgtnent.*rBlating 
to the property tax law of the Ahmedabad 
Municipal Corporation, the SC has reaffirmed 
that whm there is a non-obstante clause and 
the standard rent is not fixed, the actual rent 
reedved shall be deemed to be the annual 
rent at which the property might reasonably 
be expected to let. This no doubt would 
appear to have strengthened the hands of 
municipal tax authorities to steer clearof rent 
control laws, with the help of 'non-obstante' 
clauses in their laws. But, as will be seen 
from the discussion that follows, so tong as 
rents are subject potentially to come under 
rent control the shadow of rent laws still 
stalks the FT system based on anmiai rentals 
and there is no way of getting around them 
unless the base of the tax moves away from 
rental value. 

Relying on 'actual reitts' also may not be 
the answer to the problem of deprused FT 
base when, as in India, the practice of 
concealing the true consideration for letting 
out a property and keeping the reported 
rental down through all kinds of devices ' 
happens to be widespread. The power usually 
given to the commissioner to estimate fair i 
rent incases where the reported rent is pneiu j 

jiiciecollusi vely fixed basnoS helped matters. 

The initiatives to standardise die base with 
the help of ‘norms' reflect the frustration 
arising from these practices, the inability of 
tax authorities to tadde them effectively and 
the anxiety to delimitthe scope fordiicretion 
and thus arbitrary asseumenu and abuse, 
associated with the rxrtiotui fair rent concept. 

The idea of an area based FT to reme^ 
the ills of the retUal value base was first put 
forward by Kapoor (1977). In Kapoor’s 
scheme, dim would be a ‘land tax’ and a 
‘building lax’ on the basis of area 
measurement, with zonewise variatitm and 
additional cesses for non-residential use and 
aurefaarget for developmental purposes. 
Periodic reasscssmettts would be done away 
with and only the rates would be changed 
with changes in population deniiiy. The 
area-basedapproachwasgivenooncreiesiiare 
by ORG (1979) and Ranakfidma (1980). 



Appnhending that a tax levied only with 
lefeieiice to area might be quesdoned 

on equity gnxmds, Ratnakrishna luggeited 
tbtf in fixing the mtei of tax, account ihould 
be taken of other relevaiit factors such as 
location of the building, constructioD type 
and nature of use and age. In his scheme, 
there would be a basic tax related to plinth 
area or carpet area, and ‘extras’ related to 
location, type of coiuttuction, use, age, etc. 
Based on the published figures of basic tax 
property holders would be able to assess 
their own tax. This system, it was argued, 
would eliminate discretion, while periodic 
revisions could be made simply by varying 
the basic rates and the extras. TiK extras 
could also help to achieve the desired degiecc 
of progressivity.The lime and effort involved 
in periodical reassessment would be saved. 

The idea of area-based uixation has been 
propounded assiduously by the Times 
Research Foundation and a specimen draft 
bill for implementing a ‘Composite Area 
Linked System for Property Tax' has been 
drawn up under its sponsorship [Kapoor and 
Ghosh 1990], The idea has received a biMst 
recently from the judgment of the SC uphold¬ 
ing a scheme of standardised area based 
taxation in the Patna Municipal Corporation 
(State of Bihar vs S K P Sinha).'” However, 
Hix schemes framed on standardised asscss- 
maKs still have to contend with questions 
about equity and transparency, ami hence, 
legality which are not all reeved yet. 

The basic problem is that standardisation 
conflicts with the criterion of equity. As men- 
tiooed at the outset, our Constitution guaran¬ 
tees equality of all before law (Aiticic 14) 
and it is well settled through judgments of 
the SC that this implies equal treatment of 
equals and as a corollary, adequately 
differentiated ireaunent of unequals. All laws 
in the land including tax laws have to abide 
by this rule. Some latitude has been allowed 
tothe legislature in this regard, but the upshot 
of the rulings so far has been that, while 
absolute equality is not to be expected, there 
has to be a reasonable classitlcation among 
taxpayers indissimilarcircumstances if each 
dau is to be treated as a homogeneous 
group. Because of absence of reasonable 
classification several tax legislations seeking 
to introduce uni formiiy or siandardisaiion i n 
taxation were struck down by the couru as 
ultra vires the Constitution." 

The decision of the Supreme Court in the 
Patna case seems to signal, for the first 
time, an inclination on the part of judicial 
authorities to endorse st^ardised PT 
uietsmeiK as legally acceptaMe even where 
the classification does not go veiy far. 
However, for several reasons explained 
below it would be premature to conclude that 
standardised PT assessment has finally 
received the stanq) of judicial approval. 

Pint, the main coniideiaiion which seems 
to have prevailed on the SC in upholding 
the ie^ility of the Patna scheme was its 


simplicity. What the system introduced in 
Patna had dme, briefly, was to reform the 
system of PT assessment radically by 
replacing the annual rental value base 
assessable on the-basis of reported actuals 
or what is tenable under rent control 
parameters with a standardised value per 
unit plinth area. For this purpose, rules were 
framed laying down the following criteria 
for assessment of the tax, vix, (i) location 
of the holding, (ii) use, (iii) type of 
construction, atKi (iv) carpet area. The total 
area of the town was divided under three 
categories (i) as on principal main roads, 
(ii) main roads and (iii) all other roads. The 
buildings in each of these locations were 
again classified under three categories by 
consUuction type, vix, (i) pucca, with RCC 
roof, (ii) pucca with asbestos or corrugated 
sheets and (iii) others. Further clas.sirication 
into three groups was made according to 
use, viz, (i) commercial or industrial, 
(ii) residential, and (iii) all others nut coming 
under any of the first two categories. The 
classification table was thus made up of a 
“three by three by three” matrix that is, 
consistingor27 catcgories.Thc annual rental 
value per .square fool (that forms the basis 
of RV of a holding) for each category was 
notified by the corporation. Simultaneously 
the rate of tax was slashed from 4.1.75 per 
cent to just 9 per cent of the ARV. 

A division bench of the Patna High Court 
before whom the rules came up fur 
consideration, while appreciating the 
pnaiical advantages of the new system over 
the previous mode of determining the ARV, 
nevertheless held them violative of Article 
14 of the Constitution (viz, the right to 
equality under the lawlbecauscofinadcquatc 
classification. The court felt that the 
classification by nature of construction 
needed enlargement under more heads and 
sub-heads and other features such as the 
finishing quality, appurtenances, provision, 
conveniences and facilities available [Singh 
1996]. On appeal by the state of Bihar the 
Suimme Court overturned the high court 
ruling, observing that the earlier system left 
loo much discretion in the hands of the 
assessing officers. “A new system, with all 
its good intentions was being tried out - a 
system designed in the interest of the body 
of houseowners, taxpayers as well as 
corporation" and "unless found to be 
offending the constitutional or statutory 
provisions, it must be allowed to be worked 
out” (Slate of Bihar vs S K Sinha)." It was 
argued that the high court's direction 
regarding more elaborate classification was 
unworkable and inimical to the simplicity 
of the scheme. 

While the consklendions which apparently 
weighed with the Supreme Court in over¬ 
ruling the high court are unexceptionable, 
with utmost respect to the judges of the 
apex court, it is submitted that the judgment 
needs reconsideration as it ovcrlo^s patent 


inequities and arbitrariness uf the Patru 
scheirte. It it pertinem to note two points; 
one, while one cannot expect absolute 
equality in tax matters, and classification 
cannot be carried beyond a point, the doubts 
expressed by the Patna High Coun about the 
equity of the simplified Patna Scheme and 
the suggestions made by the court to meet 
them cannot be easily dismissed as much too 
perfectionist or impracticable. While for 
purposes of property taxation there can be 
no objection to dividing up the different 
areas of a given city into more or lets 
homogeneous zones, to regard all locations 
adjoining alt ‘Principal Roads’ or even on 
a gi ven Principal Road on equal footing does 
not quitestand to reason To take the example 
cited by the Patna High Court, one of the 
‘Principal Roads' in the city, viz, Ashok Raj 
Path runs through differenr parts of the city, 
some uid, some new. To assume that ^ 
holdings on this road (whether in the 
commercial class or in the residential 
category) would have the same rental value 
regardless of whether they are situated in the 
new city or in the old city is obviously 
unjusti fiable. I'hen 24 main roads with cities 
were put under the ‘Princip>d' category, 88 
under the category of ‘Main Road’ and the 
rest put under ‘Others’ [Sjnha 1996]. Any 
one (familiar with the layoulbf the city under 
Patna Municipal Corporation would agree 
that the HCwasnot unreasunabkinobserving 
that a road like Ashok Riu Path can only be 
handled properly by dividing the city into 
diflerenl zones. It would be permature to 
think that the SC’s judgment overruling the 
Patna High Court in this case lurt put an end 
to all these questions. The SC has allowed 
the Patna Scheme to work on a trial basis 
and it is only a matter of lime before the 
doubts raised by the Patna High Court come 
up again especially when the revision of the 
standard values becomes due. Besides, the 
problem posed by rent control also remains. 
For, in the Patna case the SC has made it 
very clear that it did not go into the question 
as it had not been raised before the HC. 

That the standardisation of PT base is not 
yet out of legal woods may be teen from 
(he fact that attempts by the Municipal 
Corporation of Delhi (MCD) to have the 
ARVs assessed on the basis of norms of 
prevalent rent have run into difficulty. In 
order to reduce the scope for arbitrariness 
and abuse, and following the recom¬ 
mendations of a high-powered comuttee on 
PT in Delhi, the MCD framed bylaws Itat 
i n the case of rented premises, the actual rent 
will normally be taken as the aruHid real for 
ARV purpose. If however, “thecommimioiier 
has reason to believe that the dedand imt 
does not represent the ptevaiem re« in liw 
year of letting and the difference between 
declared rent and prevaleni rent is moretlMk 
25 per cent of the declared rmt, dm annnal 
rent shall be the prevaleni rem".'* Aa 
explanation to the relevaiu clause provided 
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that “the prevaJent rents shallbedetemiined 
by a "nilM/ of Axieuors to appointed 
zone wise by the t iiiium.ssioner”. The panel 
was to include a representative ut the 
government, the corporation, one from an 
external tax department or a valuer and a 
representative of the property ownerii of the 
zone. 

In ajudgment delivered in I99S, the Delhi 
High Court has struck down the Explanation 
on the ground that it “binds the assessing 
olTicer to determine the prevalent rent on the 
base, of a panel which is not permissible".''' 
The HC has held the ‘Explanation' bad in 
law also in view of the powers given by the 
Delhi Municipal Corporation Act “tocmploy 
valuers to give him advice in connection 
with the valuation of any land or building”. 

Attempts to standardise PT assessment in 
Hyderabad on the basis of predetermined 
rental value per unit of plinth area have run 
into similar problems. In order to reduce the 
area of discretion and facilitate self- 
assessment, under rules framed in I9V0 the 
entire municipal corporation area of 
Hyderabad was divided into 90 zones based 
on ci vie amenities, proximity to markets and 
shopping centres, educational institutions, 
banks, post oflices, hospitals, factories and 
industries and “such other relevant factors”. 
Buildings in each zone were classified under 
SIX categories, according to the type of 
construction le g, RCC posh buildings, RCC 
ordinary buildings and su on). Holdings 
were further classified under six catcguric.s, 
taking into account the nature of their use 
(residential, shops, public use. commercial 
use, etc). A 6x6 matrix with 36 categories 
was thus SCI up fur each zone. Rent ‘fixable' 
for eadi category was to be decided by the 
commissioner for each category of building 
per square meter of plinth area, drawing 
on survey data. Rents were to be fixed 
provisionally and notified to invtic objec¬ 
tions. if any. District level advisory com¬ 
mittees were to be constituted by the stale 
government to assist ilic commissioner in 
this task. These rules have been struck down 
by the Andhra Pradesh High Court with the 
observation that when an as.<iessec files any 
objection to the assessment proposed on 
plinth area basis, "the commissioner has to 
decide those objectively without fettering 
discretion because of the determination 
already made on the basis of the plinth area 
method”. The court has held that (I) the 


difTerences between boWinp in Iheaanteof 
simplicity for lack afadetluate classification 
and when they seek to provide for elaborate 
classification, the manner in which the AR Vs 
are fixed remains obscure rendering the tax 
or value fixed open tochaigc.s of arbitrariness. 
How exactly the inter sc variations were 
worked out between the 36 categmes of 
holdings in each zone and those with similar 
characteristics between /ones in say. the 
Hyderabad city, is not known. How obscure 
the process of norm fixation can be in 
stan^rdised assessment schemes is best 
iliusifatedbythe 'Formula' forPTassessment 
in Ahmedabad. Under the formula, PT = 
Rate X Area (in sq ft) x (r,xf,xf,xrp where 
f, relates to type of usage, f, to location, f, 
to age of construction, and to residential 
type. Non-residential buildings again are 
assigned factors ranging from I to 8. The 
tax payable for agi ven holding isdetermined 
by multiplying the rate prescribed per square 
foot by the factors as worked out with the 
formula.'* The inter sc differences between 
location.constnictiontypes, it may beaigued 
ore based on survey data but that presumes 
availability of reliable data on the rents 
actually prevailing in all localities, which 
can account for niK only differences in 
liteation, but al.so type of construction and 
use. Even if reliable data are available to 
allow for variations in all the six by six 
categories as in the Hyderabad scheme in 
a transparent manner is not simple. 

As pointed out by the critics of area-based 
standardisation, the idea that the value of 
property can be derived as adiscreic function 
of five or six attributes like location, type 
of construction, usage and age, in a linear 
combination is erroneoas. It is a “hedonic 
formulation of property values”, as Rakesh 
Mohan (1983) put it. While it facilitates 
administration, it is doubtful if it is less 
anomalous or arbitrary in its operation since 
determination of zones and assignation of 
weights to the specified criteria calls fur a 
lot of discretionary effort [Jha 1980, Mohan 
1983], How arbitrary PT assessment can be 
is illustrated by the experience of Jakarta 
where properties are valued on the basis of 
an index table providing for classification 
according to zone, use and infrastrucutj^ 
facilities [Linn 1976], The so-called 
‘Composite Area Linked System for Property 
Tax in India' proposed by Kapoor and Ghosh 
(1990) also suffers from the same infirmities. 


umyoklMycaJbforatudilngweu^even 
if implicitly and that in turn unavwdabJy 
brings in subjectivity. 

A little reflection w^d show that (he task 
is particularly formidable when the 
chracteristics in three or more dimensions 
are sought to be con vetted or combined into 
one value. These questions will assume 
formidable proportions when revisions are 
undertaken and there can be no gainsaying 
that peritxlic revisions are essential if PT 
revenue is to acquire some buoyancy. As 
observed by the Andhra Pradesh High Court 
in the Hyd^bad case the rules laying down 
the various criteria to he kept in view for 
assessing the ARV should he read only as 
enabling guidelines to arrive at working 
figures and not as binding. 

The fact of the matter is that standardisation 
of PT assessments is not possible in a 
demonstrably equitable and sustainable 
manner .so long as the annual rental values 
continues to be the base. As argued below, 
if the merits of standardisation are to be 
captured without giving grounds for doubts 
about equity it is necessary to move away 
from the ARV base lowands a PT system 
based on capital value. 

IV 

Case for a Capital Value Base 

While the need for some standardisation 
in PT assessments is indisputable, the 
objections mentioned in the preceding 
paragraphs can perhaps be met to a great 
extent if the burden of classifying properties 
according to the characteristics that can exert 
an appreciable influence on their taxable 
capacity is lightened by dealing with each 
characteristic separately instead of trying to 
combine them into one value through a 
‘composite' formula. This is possible if the 
classification according to location is taken 
to determine the land value and the variations 
in building value because of differences in 
the type of construction arc looked at 
separately. Differences in taxability 
attributable to usage (residential, non- 
residential, commercial, industrial, etc) can 
be taken care of through variation on the 
rates of tax. Such a scheme would call for 
a radical shift in the base from annual rental 
to capital value. 

Although in equilibrium and with perfect 
foresight the capital value of a property 
should reflect the discounted stream of its 


power for determination of and ronlal value 
of the buildings and the PT belongs to the 
commissioner and cannot be fctlcied by rules 
framed under the act and (2) the committee 
constituted by the government has no role 
to play and the commissioner is not bound 
by th^r recommendations.'* 

While it is ultimately for the Supreme 
C^rt to pronounce on the legality of the 
scheme designed to standardise the FT base, 
the fundamental problem with these schemes 
is that they tend to gloss over glaring 


In fact their scheme illustrates how arbitrary 
and conceptually confusing area based 
thinking on PT can be. It is difficult to moke 
out from the Kapoor-Gbosh formula what 
exactly they have in mind while talking of 
‘annud value’. Is it annual rental value or 
do they have essentially capitat value in 
mind? If the latter as seems to be the 
impression one gets can it be called ‘annual 
value'? The paper does not address the 
question at all.” Combining all factors that 
influence property rentals Into one 


income, in the real world with uncertainty, 
urbanisation and operation of irifhietices on 
property value from many dinecliofis which 
cannot always be foroseen. the two values, 
capital value and discounted present value 
of rentals may not correspond. However, 
where incomes are rising, capital values tend 
to move ahead of onnuot lemalsandao, with 
regular reassessment, a CV base offers a 
more elastic revenue source than ARV. The 
other advantages of CV are: it faciliiatos 
taxation of vacant land, formulaUon of an 



dabofate valualitn codeandiyncfanonisation 
with central taxea that require capital 
valuation. It is alio less amenable to evasion 
[Mohan 1983], These merits notwith¬ 
standing, AR V has continued to be favoured 
as the base for FT in India inimarily because 
of the absoice of an open real estate market 
and the gross underreporting of amounts 
paid in real estate transactions. It would also 
not help to circumvent rent armrol because 
capital valuation has to proceed on the basis 
of legally maintainable rent. Adjustments 
have also to be made to allow fur different 
types of property rights (e g, leaseholds), 
eliminate excessively low or preferential 
values, or prices reflecting “hope or 
development” value and to neutralise the 
effect of any subsidy or tax advantage on 
house prices [Foster, Jacicnan and Perlman 
1980). These were among the reasons fur 
which the recommendations made by the 
Layfield Committee (1976) in UK did not 
find favour for a long time." After a 
comparison of the pros and cons of altemati ve 
bases, an NIPFP study on PT reform in West 
Bengal also came out in favour of retaining 
the ARV base [NIPFP 1982], 

A more recent study of urban puHic finance 
in developing countries however has found 
that while th^e is no optimal PT structure 
for urban local guvemments in the countries 
surveyed,thereisacleartrcndinPT practices 
in the developing world away from the annual 
value base and toward CV assessment [Bahl 
and Linn 1992]. An important factor 
underlying this change seems to be that PT 
based on annual value is unable to meet the 
demands on the local tax systems in the face 
of rapid urhani .sation and increasing demands 
for civic services. Horizontal and vertical 
equity are better achieved with a CV base. 
It isaiso useful as an instrument ofinfluencing 
intensity and spatial distribution of land use 
and in capturing the land value increments 
flowing from urbanisation. Furthermore, 
growth of owner-occupancy and more 
divenity in the housing stock on the other 
hand reduces the advantages of mass 
assessment of rental properties - an impor¬ 
tant merit of the ARV base - which arc 
available when they happen to be homo¬ 
geneous. The reason why ARV still continues 
to be retained in some counuics are, according 
to the authors of the study, inertia, and 
probably the higher administrative costs of 
CV assessment. 

Most of the factors mentioned by Bahl and 
Liim as driving the change towards the CV 
base seem to operate in Indian cities loo. An ‘ 
additional and no less weighty reason for 
giving serious consideration to the adoption 
of CV base in the Indian context is that it 
will help to standardise the valuation in a 
more acceptable way from the equity level 
as well as revenue angles than hot been 
possible with the ARV. This is because, land 
values hove heen(andanbeing) standardised 
in several stales in India (e g, in Tamil Nadu, 


Andhra Pradesh and Karnataka) for purposes 
of stamp duty and registration fees. Basic 
value of land in cities as well as villages are 
laid down for different areas, and zones are 
set up on the basis of regular surveys and 
revis^ periodicaJIy. There is a Central 
Valuation Boaid functioning in West Bengal 
fur quite some time and in a recent meeting 
of stale finance ministers it has been decided 
to set up a central valuation cell in every stale 
to lay down norms and value properties in 
order to facilitate the administration of stamp 
taxes."' As for buildings, engineering norms 
for the construction cost of different types 
of buildings are laid down regularly by the 
public works departments and in any case 
can be set up easily by any central valuation 
authority with the help of trained engineers. 
As mentioned above, differences in property 
values because of usage ore better taken care 
of through variation in the rates of tax rather 
than through 'weights' thereby taking the 
loads off from standardisation in securing 
equity in respect of an important factor. 
Standardisation of CVs with adequate 
classification for these two basic 
cliaracteristics, viz, location and building 
type will not raise the kind of qucsiums 
about equity or transparency that come up 
when properties arc valued by using norms 
or factors derived through big matrices such 
os in Ahmedabad (while if the cla.ssificaiion 
is too brief, as in Patna, inequity becomes 
palpable). CV, it may be added, constitutes 
the base for taxation of vacant land and for 
holdings like cinema halls, hotels, etc, under 
the existinglawsofPTinmost municipalities 
although for properties in general the lax is 
levied on ARV base. 

I n the interest of Uansparency and fairness, 
it will still be necessary to constitute advisory 
bodies like zonal committees consisting ot 
experts to set up norms of land values and 
con.struclion costs, publish them to provide 
an opportunity for objections from the public 
and ^so allow an option to taxpayers to 
contest assessments, though only on grounds 
of misclassification or mismeasurement. 
Even so the scope for arbitrariness and abuse 
will be very much reduced. 

Substitution of CV for ARV, it may be 
argued, will in no way help to get around 
the problems in PT stemming from the 
operation of retil control os constraints of 
'hrirrent' andllietenancyrightsatTcct capital 
values also. While these arguments cannot 
be brushed aside, it needs to be recognised 
that a FT levied by a local authority is nor 
a (ax on net wealth but an instrument of 
raising revenue to meet the costs of civic 
services provided to its residents which 
cannot be charged individually because of 
the generalised nature of their benenu. The 
intrinsic capital value of a property, 
irrespective of the nature of the respective 
rights of the owner or holder and the occupier 
or tenant can therefore, legitimately be uken 
as the base for propeity taxation. However, 
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in equity, it would be necessruy to apport 
the liability for the PT between the owi 
holden and the occupant and following 
practice obtaining in many munidpali 
and corporations; the proportion may 
fixed at ^50. Such sharing and as a coTDlh 
a right to the tenant to coniesi assessine 
has been recognised as legitimate by 
courts. Once the principle of sharin 
established by law and the property-own 
are empower^ ro pass on the additional 
burden if any resulting from assessment 
a new base to occupiers terms of lenanc 
wil I adjust to the new tax regime. Where 
owner cannot he identified - and the oi 
of identifying the owner should be on 
occupier - the entire liability for the 
should be on the occupier. This will be 
effective remedy for properties prusi 
several hands through power of atton. 
Where a holding is occupied partly by 
owner and partly tenanted, or where 
holding is let out for mixed use, such 
partly commeaial and partly residential, 
CV can be apportion^ between differ 
uses, to be subjected to the levy at 
appropriate rates for each, with a right 
appeal to the occupier. ' 

A variant of theCV basccould be a ratea 
value derived by applying a presumed r 
of return (say 8 or (0 per cent! to (he ■ 
esdmated on the basis of standard values 
lands and buildings. This would have 
advantageof familiarity withtheannual ici 
value concept. Essentially thetwo approac 
might appear to be equivalent, as die difi 
ence surfaces only in the lax rates (e g, w 
a 10 per cent rate of reluiu, a (ax at (he i 
of IS per cent ol the ARV works out to 
per cent of the CV). In order not to run f 
of rent control laws, it is however, advisai 
to go over completely to the CV base rat 
thanclingtoARV simply bccauscof fami 
rity. Besides, what would be juslifiaMe 
maintai nabic rate of return in a given locr 
or lor a given property would remain a m 
question. A system of PTIevied on the im 
led income of urban teal estates was in voi 
in Spain for a long time. The income 
calculated as a fixed percentage of the cadr 
ral (land and building) value. This sysl 
was changed in 1988 and now the tax 
levied as a prescribed percentage of the 
as assessed by die slate, but not exceed 
the market value. The tax rate is decidec' 
the municipalities but is subject to a geiM 
minimum of 0.4 per cent and a maxim 
of 1.3 per cent, depending on the poputM 
of the rmmicipaliiy [Santigosa 1993]. 

It is noteworthy in this context Ihai w' 
the PT system in England of which the 4 
based FT in India is a legacy has under' 
a radical change in recent yean. AAc 
disastrous expcrimeni with the ‘poll nt 
replace the ^icr 'ratings', lo^ goVi 
ments in the UK have iiuroduced tvit 
called (he 'council tax' fbr ‘domestic’ b 
ings. The council lax it iMthinghHt aprop 
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ux baied on bonded on capital values with 
discounts for sinjilc adult households and 
certain other limited categories of persons’' 
[Gibson 199.41 I'hc scheme of council tax 
proceeds hy setting up eight bands of CV 
and establishing a mean capital value for 
domestic prupeities and then placing each 
property in one of the hands. The tax is 
assessed first by fixing the amount payable 
in the middle band (Band D).” Porpropenics 
falling in the other hands, the tax is assessed 
by applying the prescribed proportions to 
the tax fixed for the middle band. Progressi- 
vity IS achieved by varying the proportions 
which range from 0.67 to 2. Properties were 
valued rapidly for the council tax without 
going too much into detail. In fact the whole 
exercise was done somewhat superTicially, 
inordertodeterminetheirbands|Watt 1993J. 
Although the system seems to provide a 
rough and ready method of taxing dwellings, 
there has been little objection as the variations 
in the tax bills arc much less than those in 
valuations [King 1993 and Baneijec 1994]. 

It would no doubt help to even out errors 
in valuation a great deal if alter estimating 
their CV, using the standards of land values 
and consirtictinns cost, properties arc placed 
in 'bands’ as under the council tax in Britain. 
But that would require a switch from rental 
to capital values in the first place. Besides, 
given the history of judicial pronouncements 
rulings pertaining to the norms for 
classification in India one may adopt only 
some of the features of the council tax. 
particularly the rough and ready method of 
valuation of lands and buildings, fixing the 
tax rate within a range of 0.5 to 2 per cent 
of the CV. The decisions of state finance 
ministers to set up central valuation agencies 
in each state provides a good opportunity 
for reforming the PT base in a new direction 
and would help to streamline not only the 
stamp duty assessments but also the entire 
system of property taxation in the country. 

V 

Conduding Remarks 

PTin Indiacries out for reform. The plinth 
area approach has considerable merit but 
needs to be tailored to meet the objectives 
of transparency, equity and administrative 
ease. Considering the tests of reasonableness 
insisted upon by the courts, it is doubtful 
if the scheme like the one inuoduced in Patna 
or Ahmedabad will be able to stand up to 


scrutiny in the future especially when revi¬ 
sions ate undertaken. The recent judgmeiit 
of the Supceitie Court upholding the Patna 
Scheme should be taken only as a reprieve. 
For an enduring solution some rethinking is 
called for and consideration should be given 
to replacing the ARV with CV as the base 
with standards ofland values and construction 
cost forming the basis of valuation. 
Administration of the tax also needs to be 
thoroughly overhauled and modernised if 
the new system is to yield tangible results. 
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Band 

Range of Propetty 

Value (Per Cem of Mean) 

Range of Properly 
Value (Pounds) 

Tax Bills os a Ratio of the Bill 
for a Property in Band (D) 

Band A 

5(1 

under 40000 

0.67 

BandB 

50-65 

4OUOO-S2O00 

0.78 

BandC 

65-85 

52000-68000 

0.89 

Band D 

85-1)0 

68000-88000 

1.00 

Band E 

no-1.50 

88000-120000 

1.22 

BandF 

1.50-200 

120000-160000 

1.44 

BandG 

200-400 

160000-320000 

1.67 

BandH 

over 400 

Over 320000 

2.0 
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19 Buineu Standard, July S, 1997. 
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21 Noo-domeaticpropeiiiesaiclioweveriubject 
to a tax levied at a nationally unifonn rote 
with proceeds distributed among local 
audioritics on the basis of an equal amount 
per adult head. 

22 The band! and the peroeittages of the mean 
(that is Band D) prescribed for England ore 
as shown in Table A. 
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The United Nations and the Gulf Crisis 

Nlnan Koshy 

An analysis of the role of the United Nations in the Gulf crisis reveals that the UN took decisions which allowed 
a coalition headed by the US to wage war against Iraq. Soon after Iraq's invasion of Kuwait, the US presiden 
opted for the use of force, and the UN mandate authorising such use offeree was sought after the US administratioi 
had decided upon a timetable for military action. From the very beginning, the US could manipulate the action 
of the security council to attain US objectives. 


AFTER the Guir war against Iraq by the 
US-led coalition was over, the sccictaiy- 
genera) of the UN, Perez de Cuellar said. 
“It was not a UN war. General Schwarzkopf 
was not wearing a blue helmet.” 

At Strasbourg in the European parliament 
in April 1991 the secretary-general pleaded 
for a "UN which does not resort to the use 
of double standards, a UN whose impartiality 
ensures its credibility" (International 
Document Review, vol 2. no 13, April 
1991, p IS). 

He was clearly sensitive to the charge that 
the UN (or the nations dominating the UN) 
had indeed practised double standards in 
dealing with the world’s conflicts, a fact 
blatantly exposed by the UN’s response to 
the Gulf crisis which diminished its mural 
authority. 

Meanwhile, a triumphant US president 
George Bush who led the coalition against 
Iraq on March 6, 1991 addressed a joint 
session of Congress to announce that 
"Aggression is defeated. The war is over.” 
“It was,” he said, “a war in which there were 
clear-cut ubjectives.” It was a war that 
enabled the UN ‘to fulfil the historic vision 
of its founders" (New York Times, March 7, 
1991). 

He added, “Now we can see a new world 
coming into view. A world in which there 
is the very real prospect of a new world 
order. A world in which freedom and respect 
for human rights find a home among all 
nations” (New York Times, March 7.1991). 

We attempt here an analysis of the role 
of the UN in the Gulf crisis basically con¬ 
sidering how the UN, dedicated to “save 
succeeding generations from the scourge of 
war" took decisions which allowed a 
coalition headed by the US to wage a war 
that devastated a member state. 

A number of important questions have to 
be examined in this connection. 

(i) Did the UN apply provisions underchoptcr 
VI (Pacific Settienient of Disputes) before 
taking action under chapter VII (Action with 
Respect to threats to the Peace, Breaches of 
the Peace and Acts of Suggestion). 

(ii) What was the role of sanctions in dealing 
with the crisis? 

(ill) What was the nature of the mandate by 
Reiolulion 6767 

(iv) Did the security council perform its 
diniea in following up the resolutions? 


(v) What was the role of the secretary- 
general? 

(VI) Was there any link between the Gulf 
crisis and the Palestinian issued Was there 
a double standard on (he part of die UN'? 
(vii) Whut was the status of Iraq alter the 
cease-fire resolutions? 

(viii) Was the action against Iraq a proper 
application of the doctrine of collective 
.security ? 

An examination of all these questions and 
the political developments and factors reveals 
that soon aficr Iraq's inva.sian of Kuwait, the 
US president had opted for the use of force, 
preparations were made and the UN mandate 
autlH)ri.sing such use of force was sought 
after the administration had decided upon a 
time table for miliiary action. From the 
beginning the US could manipulate the 
actions of the security council to attain US 
objectives. 

While this study is about what happened 
within the UN system, it is necessary to 
recall why the US fought the war. 

Commenting on (he BBC's Gulf war 
documentary series the Guardian wrote 
editorially, 

Only five years have passed since Gulf war. 
Yet in those five years the public picture of 
what happened in the west's most demanding 
militaryoperationhasaliereddramotically.. 
Perhaps the most imponani underlying 
concession in the BBC scries is about why 
die war was actually fought, fn reality (he 
Gulf war was fought about oil, as General 
Brent Scoweraft admitted in the first 
programme. By invading Kuwait Saddam 
Hussain put himself in control of a fifth of 
die world's oil and in a position, if he in vaded 
Saudi Arabia, to control twice that amnum. 
Thelast-ditchdiplomaiicnieetingsjnGeneva 
before the expiry of the UN ultimatum (urn 
nut to have been a necessary sham to win 
die lail three or four pro-war voles in the 
US Congress rather than a real chance of 
a negotiated peace. The majority reaction 
in the White House to Saddam's invasion 
was that the US could live with it, rather 
than they must repel it. influenced by the 
unpopularity of Vietnam. Colin P^elt 
wanl^ 10 give sanctions two yean to bite 
before mou nting a milksrv offensive" (‘Gulf 
War Gelling Closer to the Truth'. Guardian 
WeeUy, January 21. 1996). 

The devastation caused by (he war in Iraq 
was best summed up by Maitti Ahtisaari in 


his report to the secretary-general of the ~ 
in March 1991. 

Nothing we hod seen or read aboid Iraqi 
quite prepared us for the paiticul» fc 
of devastation which had now befallen 
country. The recent conflict has wrou 
near apocalyptic results on the ecoooi 
status of what was until recently a hi 
urban and mechanised society.' 

The security council: UndertheUNcfaail 
the security council has the prims 
re.sponsibility for the maintenance 
international peace and security. All 
member stales have agreed to accept r 
carry out the council's decisions 
accordance with the chaiter. The counci 
composedof I Stnembers; fivearepermane 
China. France, Russia, the UK, the US. '■ 
10 non-permanent members are elected 
Ihegencial assembly toserve two-year ten 
During the period when the first 
resolutions relating to the situation betwe 
Iraq and Kuwait were adopted, the m 
permanent members of the security cour 
were; Canada, Colombia ory Coast. Cu 
Ethiopia, Finland. Malaysia. Roman 
Yemen and Zaire. On January I, 19* 
Austria. Belgium, Ecuador. India a 
Zimbabwe replaced Canada, Colomt 
Ethiopia, Finland and Malaysia for (wo-y 
terms. 

Each member of the council has one v 
Decisions on substantive matters require n 
affirmative votes including the concurr' 
votes of all five permanent members. 1 
permanent members may abstain or 
participate at all in the voting, and still sau 
the stipulation of their coneunence in 
affirmative vote. A negative vote by . 
permanent member means the rejection 
the drafi resolution or proposal. 

In dealing with the situation between ! 
and Kuwait, the security couiKil hai lal 
decisions under chapter VII of the UN ctar 
Under this chapier, conceived aa a 
dement of the UN system of cotlecr 
security.the security council “Shan deferni 
the existence of any thieat to the pa 
breach ofthe peace, or act of ag gt eaii oB 
shall maketeeommendationi.ordccktea 
measures shall be taken in accordann' 
articles 41 and 42, to mainiain or itM 
international peace and ttcurity". 
measures could include partial or ooia^ 
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tntemiplionof cconi)inic relations and means 
of communication und the severance of 
diplomatic rcliUionh. Shouldthose measures 
proveinadcquiiic. the council can take “such 
action by air, sea or land forces as may be 
necessary to restore international peace and 
security". 

Prior to iheimpositionof sanctions against 
Iraq and occupied Kuwait in 1990, sanctions 
had been imposed by thecouncil in two other 
situations - on southern Rhodesia between 
1966 and 1977 (in response to its unilateral 
declaration of independence from the UK) 
and on South Africa in 1977 in the form 
of an arms embargo (in response to the 
council's determination that in the context 
of its apartheid policies and attacks agaiast 
neighbouring states, the acquisition by South 
Africaof arms and related material const! tuted 
a threat to the maintenance of international 
peace and security). Since then, on September 
25, 1991, the security council decided that 
all states should implement a general and 
complete embargo on all deliveries of 
weapons and military equipment to 
Yugoslavia (for the purposes of establishing 
peace and stability in that country). 

The council has authorised the use of force 
in two other prior situations, although chapter 
VII of the charter was not explicitly invoked 
in the enabling resolutions. In 1950, as the 
Korean war began, the security council, with 
the USSR absent, recommended that all 
member states providing military forces and 
other assistance place them under u uniTied 
command under the US. In the case of the 
Congo in 1961, the security council, under 
exceptional circumstances, authorised the 
UN peace-keeping operation known as 
ONUC (1960-1964) to use force as a last 
resort to prevent civil war in that country. 

r/iecmM.'OnAugust2,1990, Iraqi arm^ 
forces crossed into Kuwaiti territory and 
invaded that country. On the same day, the 
security council ad^ed its resolution 660 
(1990), condemning the invasion and 
demanding that Iraq immediately and 
unconditionally withdraw its forces to the 
positions they had occupied the previous 
day. On August 6, the council voted to 
impose mandatory economic sanctions 
against Iraq, except in respect to medical 
suppliesand.inhumanitarian circumstances, 
foodstuffs, and established a sanctions 
committee under its authority. It did so in 
resolution 661 (1990), citing Iraq's failure 
tocomply with the call for troop withdrawal, 
as well as its usurpation of the authority of 
the legitimate government of Kuwait. 

In all, over the period between August 2 
and November 29,1990. Uie council passed 
12 resolutions inconnection with the situauon 
beiweat Iraq and Kuwait, culminating in 
resolution 67g (1990). That resolution, 
adopted on November 29 at a meeting at 
which 1.1 members of the security council 


were represented by thdr foreign ministen, 
specified that If Iraq had not fully 
implemented by January IS, 1991 all of the 
council's resolutions relating to the 
occupation of Kuwait, member states co¬ 
operating with Kuwait's legitimate 
government were authorised to use “all 
necessary means" to compel Iraq to do so 
and restore international peace and security 
in the area. On January IS, 1991, as the 
deadline neared, the secretary-general issued 
an appeal in which he urged Iraq to comply 
with the relevant security council resolutions, 
beginning with resolution 660 (1990), and 
thus to “turn the course of events away from 
catastrophe". 

The War: On January 16, 1991, one day 
after the deadline, the US co-operating with 
‘.he government of Kuwait, acting in 
accordance with the council's authorisation 
but nol under Uie control of or direction by 
the U N, began offensivemilitary operations. 
On February 27. after six weeks of intensive 
air and ground action. Kuwait city was 
liberated. The same day, Iraq reported that 
all of its armed forces had withdrawn from 
Kuwait. It also within hours informed the 
security council that it had decided to comply 
fully with council resolution 660 (1990) and 
all other security council resolutions. 
Offensive operations were suspended as of 
midnight (New York time) on Febniary 28, 
1991. 

On March 2, the security council adopted 
resolution 686 (1991), demanding that Iraq 
implement itsacccptanceofall l2iesolutions 
and specifying the necessary measures to be 
undertaken by that country, which would 
permit a derinitivc end to hostilities. On 
March 3, Iraq informed the secretary-general 
and the president ot the security council that 
it had agreed to fulfil its obligations under 
resolution 686. 

The cease-fire: On ^ptil 3, after more than 
a month of extensive consultations, the 
security council adopted resolution 687 
(1991), setting specific terms for a forma) 
cease-fire to end the conflict. The council 
declared that a formal cease-fire between 
Iraq, Kuwait and the counines co-operating 
with Kuwait would come into effect after 
official notification by Iraq of its acceptance^ 
of the provisions of the resolution. 

On April 6, Iraq officially notified (he 
secretaiy-general and the president of the 
security council that it had no choice but 
to accept the provisions of resolution 687 
(1991). On April 11, the president of the 
security council, on behalf of its members, 
formally accepted Iraq's notification. He 
noted that the conditions established in the 
resolution had been met and that the formal 
cease-fire was in effect. Since April 3, till 
October 11,1991 the security council adopted 
nine more resolutions directly relating to the 
implementatiofi of resolution 687.' 


USObJeedves OnAuguitS, 1990iixdays 
after Iraq’s invasion of Kuwait, prealdM 
Bush addressed the nation from the Oval 
Office and announced the deploy merit of US 
troops to Saudi Arabia. Specifically the 
president explained, “I took this action to 
assist the Saudi Arabian government in the 
defence of its homeland". Bush listed four 
goals: Iraq's immediate unconditional and 
complete withdrawal from Kuwait, the 
restoration of Kuwait’s legitimate govern¬ 
ment. achieving the security and stability of 
the Persian Gulf and the safeguarding of 
American lives (International Herald 
Tribune, August 9. 1990). 

Giving a pep talk to the Pentagon staff 
on August 15, Bush repeated the American 
objectives in the Gulf as outlined a week 
eariier in his TV address and added "The 
free flow of oil was necessary to protect our 
jobs, our way of life, our own freedom and 
the freedom of friendly countries and the 
world which would all sutTer if control of 
the world's oil reserves fall into the hands 
of Saddam Hussein" (Iniemaiionai Herald 
Tribune, August 16, 1990). 

Henty Kissinger, former US secretary of 
state wrote in on article in the Los Angeles 
Times of August 19. “By deploying so many 
troops.andsiatingcategorically that it would 
accept nothing less than Iraq's complete and 
unconditional withdrawal from Kuwait, the 
US had passed ‘the point of no return'. So 
now it was essential either to topple Suddam 
Hussein or obliterate his military power. If 
it should be concluded that sanctions are too 
uncertain and diplomacy unavailing, the US 
will need to consider a surgical and 
progressive desuiiction of Iraq's military 
assets especially as an outcome that leaves 
Saddam Hussein in place and his military 
machine unimpaired might turn out to be an 
interlude between aggressions" (LorAnge/es 
Times, August 19, 1990). 

On October 31, Bush secretly approved 
a timetable for mounting an air offensive 
against Iraq in mid-January 199) and laige- 
scale land offensive i n mid-FeburaryIt was 
after making detailed plans for the war that 
Bush decided to secure a UN mandate. 

Once the mid-term elections to the US 
Congress were out of the way, on November 
6 president Bush made public his secret 
decision of October 31. On November 8 he 
ordered the despatch of extra troops to the 
Gulf. The Washington Post estimated that 
the final overall total of US forces in theGulf 
would be 430,000, twice its strength at the 
end of October. 

We are addressing below the eight 
queslims that we listed earlier. 

I Pactfit Settlemcnt of Disfutes 

An early questionable decision of the 
security council was to invoice articles in 
chapter VII without, concurrently, (Iiok in 


a vi 1' > 


I •*/ 


II* 



chapter VI. The litter deals with “pacific 
settfement of disputes". This, in article 33, 
calls for seeking “a solution by negotiation, 
enquiry, mediation, conciliation, arbitration, 
judicial settlement, resort to regional agencies 
or amngementi”. Granted that the aggression 
hadalready occurred, the first security council 
resolution immediately moving to chapter 
■ VII and its articles 39 and40 could be legally 
j justified, but article 33 would have reflected 
, a disposition for a peaceful settlement in 
conformity with the basic mandate of the 
UN. 

While article 33 is not mentioned in the 
first resolution (660), there is reference in 
it to peaceful negotiations. The resolution 
called “upon Iraq and Kuwait to begin 
immediately intensive negotiations for the 
resolution of their differences and especially 
those of the League of Arab States". 

Resolution660thusconccdcstheexisience 
of differences between Iraq and Kuwait. The 
recognition of such differences comes after 
I condemnation of invasion ,.nd the demand 
for withdrawal invoking articles 39 and 40. 
This suggests that the differences may have 
something to do with the invasion itself. 

The decision “to meet again as necessary 
toconsider further steps tocnsiirecompliance 
with the present resolution" should have 
applied lo the part of the rcsoluiiun about 
'intensive ncgotialioav'. However there is 
no “indication of a UN mechanism or the 
good unices of the sccrdury-general to 
suggest nr even monitor the negotiations", 
while the resolution “supports all efforts" for 
negotiations'. The omission of any reference 
to the role of the sccrctary-gcncral is 
significant and was apparently deliberate. 

While subsequent meetings dealt with the 
in vasionand withdrawal, there is no reference 
whatsoever to the differences between Iraq 
and Kuwait or to negotiations about them. 
The security council was not interested in 
pursuing pacific settlement of disputes as 
mandated by the charter. 


II Sanctions 

' On August 6, 1993 the security council 

^ voted by 13 votes to nil with two abstentions 

for resolution 661 which invoking chapter 
VII of the UN charter specified mandaioiy 
economic sanctions against Iraq and (xa-upied 
Kuwait including a worldwide bun on their 
oil exports. On the suggestion of Ethiopia 
the resolution allowed ‘payments' 
"exclusively for strictly medical or 
humaniurian purposes and in humanitarian 
circumstances fuodstutT". It was only the 
third time (the earlier instances being 
Rhodesia and South Africa) that the UN had 
imposed such mandatory economic 
sanctions. By afTinning the inherent right of 
individual or collective self-defence in 
response to (he armed attack by Iraq against 
Kuwait in accordance with article SI of the 


UN charter resolution 661 set the scene for 
‘defensive military action’ in the future. 

Even before the security council acted, 
sanctions had been imposed on Iraq. Soon 
after receiving information on the invasion, 
president Bush ordered an immediate 
econumicembargo against Iraq. Washington, 
London, Paris and Tokyo froze Iraqi and 
Kuwaiti assets. Moscow halted i ts arms sales 
to Baghdad. 

While Resolution 661 called forcconomic 
sanctioas under articles 41 and 42 of the 
charter, the committee of the whole, set up 
hy the security council to monitor the 
sanctions, suggested no mechanism lo 
determine how long the sanctions might 
continue and no criteria to measure their 
success or failure. Again, while a later 
resolution (665 of August 25) gave 
permission for ships of the US coalition to 
stop shipsfrom Iraq or going theretoinspcct 
(heir cargo, no machinery was created to 
ensure any accountability to the UN. 

In August and September ol 1990, when 
Bush was articulating a strictly dcfcn.sive 
military policy, he expressed strong and 
optimistiesupport forlheeconomicsanctions 
approved hy the UN security council. He 
told the nation on August 8, ‘These sanctions, 
now enshrined in international law. have the 
potential to deny Iraq the fruits of aggression. 
while .sharply limiting its ability lo either 
impoitorcxport anything of value, c.spccially 
oil. I pledge here today (hat the US will do 
its part to see that these sanctions arc eflecti vc 
and to induce Iraq to withdraw, without 
delay, from Kuwait”.* 

A week later a' the Pentagon, Bush reported 
that Iraq had been cut off from most of the 
world. “Sanctions ore working...And ships 
of numerous countries are sailing with ours 
to see that UN sanctiuns...are enforced." 
Speaking to a joint session of Congress on 
September 11, Bush gave a rousing progress 
report on sanctions, while urging patience 
over the pnitracled lime requiredfur .sanctions 
to achieve Iheir objective; Iraq's withdrawal 
from Kuwait.' 

As late as December 5, CIA director 
William H Webster told the US i louse Armed 
Services Committee lhat "mote than 90 per 
cent ot imports and 97 per cent of exports 
have been shut ofr'. 

At the very heart of the history of itic Gulf 
war IS the question as to why George Bush 
(hen abandoned his announced strategy of 
a “wholly defensive" military dcpioymcni 
combined with economic sanctions that he 
and CIA director Webster claimed to be 
extremely ctTecti ve. Alan Geyerand Barbara 
Green attempt to respond to this. 

One way of reading Bush's reversal on ihe 
effcctivneu of sanciions is to suggest that 
his escalating objecUves m the aisii rose 
above and beyond (he capacity of .sanctions 
toachieveibem ThcdefenccufSaudi Arabia 


and Iraq’s withdrawal from Kuwait were no 
doubt more amenable to sanctions than were 
the more ninbilious goalsof desUoyinglraq’i 
chemical and nuclear powers, nr decimating 
Saddam Huiaein’s army or nverthmwing 
his regime. 

It bos also been widely suggested that Buah 
moved precipitately toward an offensive 
war for one or more reasons of timing; the 
logistical and psychological difficulties of 
sustaining a huge army in the desert over 
a penud of many months: the need to fight 
a war before Islam’s holy month of fatting, 
Ramadan, beginning in March; and concern 
that multinational coalition might 
disintegrate under various public and 
diplomatic pressures.'' 

But if, as some Rush-watchers believed 
from the start, George Bush actually had 
made up his mind to defeat Iraq militarily 
in the very first days after August 2, then 
the sanctions and diplomatic exercises were 
games to be played while the wamors were 
being prepared for combat. Some Bush aides 
believed that the president’.s tough August 
rhetoric made war inevitable and that the 
economic sanctions were the prelude to war, 
not an alternative to it. 

Elizabeth Drew reported. “It was clear 
from very early on that some officials saw 
sanctioas and diplomacy as the necessary 
political precursors of war-lhat each would 
be as one official put it, 'a box to check’. 
In the early days an official said to me that 
by the time we went lo war the president 
would be able to say that he tried sanctions 
and tried diplomacy. They were also Ihe 
nccc.<isary logical precursor- of war. The 
military needed tim^ to build up its forces 
in the Gulf regions”.’ 

There was iniensc debate within the US 
military and political establishment about 
the sanctions strategy. During senate 
commiuec hcanngs, while Kissinger urged 
the senate lo support the re.vm lo war and 
“ihcdesiruciion of the Iraq military complex", 
Robert McNamara declared to the senate 
foreign relations committee im December 4, 
“Surely wc should be prepared to give the 
sanctions 12 to 18 months to work, if we 
wish to achieve our political objectives". 
The next day Zbigniew Brze/inski urged the 
eommiitce to advise the administration to 
“stay the course with economic sarvtions". 

While the I IS debate throws much light 
on h,iw sanctions were seen and utilised by 
the Bush lUlminislrdtors, it should he pointed 
out that the security council failed to perform 
Its duly. 

With regard lo economic sanctions article 
42 requires a determination by the security 
council lhat sanctions “wouldbeinadequam 
or have proved lo he inadequate" brfoit 
authorising military action. However, the 
security council never made such a 
dcicrmiitaiion. In fact, the embargo and 
blockade authorised by Ihe security 
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were gencrdly believed to be the moit 
efTective lanctinns ever imposed against any 
nation, but the pnieedural requirements of 
article 42 were ignored. 

HI Rfscm.ihki.s 678; The Mandate 
KIR War? 

Re.>ioli<ii(Hi 678 authorising “member states 
cn-operatmg with the government of 
Kuwait...to use all necessary means louphuld 
and implement re solution and to restore 
international peace and security", was 
deemed to be the mandate for military 
action against lioq. The background of the 
passage of the resolution, its interpreta¬ 
tion and implementation deserve careful 
analysis. 

Aware of the opposition in the US Congress 
and outside to resort to military action in the 
Gulf, Bush decided to secure a UN mandate 
for the military option and then .seek the 
approval of the Congress. The case with 
which Washington’s will and initiative on 
the Kuwait issue had prevailed at the security 
council since early August made Bush fairly 
confident of acquiring the majority for the 
most threatening and controversial of the 
numerous resolutions on Kuwait yet tabled 
at the council. Bui to guarantee success he 
sent secretary of state James Baker on a 
special mission to canvas member slates. 
Baker began his mission at a time when 
public opinion in America was running 
against military action and such foreign 
leaders as president Mubarak and Gorbachev 
were counselling Bush to conduct further 
consultations. 

Baker decided to concentrate on those 
council members from the third world who 
were reluctant to go along with the military 
option-Columbia, Cuba, Malaysia, Yemen, 
Zaire. 

■"The UN security council was brought 
round by a mixture of intense personal 
diplomacy, wheedling and bullying by the 
US", reported Martin Walkerof the Guardian 
on December 3, “Bush even located by 
telephone the Malaysian prime minister 
Mahitir Muhammad in a Tokyo restaurant 
to swing his country's vote. The vole of 
Columbia was secured with a White House 
pledge of an early concession to it in its 
dispute with the US on export of cut flowers" 
(Independent, December 2. 1991). 

Yemen refused to yield to Baker's threat 
during his meeting with president All 
Abdullah Saleh in Sana on November 22 to 
cancel 70 million US aid to it if it failed to 
support the US-sponsored resolution in the 
security council. In an unprecedented move 
Baker conducted talks on November 28 with 
Che Cuban foreign minister, the first such 
formal meeting in 30 years, when he 
reportedly held out a promise of removing 
Cuba from the list of nations (hat support 
miemational terrorism thus making Cuba 


eligible for US humanitarian aid (Inde¬ 
pendent, November 30,1991). While Baker 
failed with regard to Yemen and Cuba, he 
was successful with Zaire, Ethiopiaand Ivory 
Coast. 

While China had supported all security 
council resolutions on Kuwait up to that 
time, it was known that China wa.s opposed 
to the use of force. A veto by China would 
upset all plans of the US. While a vote in 
favour by China was impossible, the US 
wanted to ensure that China only abstained 
and not vetoed. 

There wasevidenccihatChina was already 
using the Gulf cri.sis to divert attention from 
Us human rights record which had led to 
economic sanctions by the west. What it 
desperately wanted was renewal of official 
exchanges with the west especially the US. 
As the time for voting on the resolution 
autlwrising the use of force approached Baker 
.struck a deal with the Chinese. The Chinese 
foreign minister would be invited to 
Washington for an official vi.sit if Beijing 
would promise not to veto the forthcoming 
re.solution on Iraq (Independent, November 
30, 1991). 

As for the U.SSK, Bush and Baker had met 
Gorbachev in^uris at a time when (during 
the conference on security and co-operation 
in Europe) he was pieoccuptcd with securing 
multi-billion dollar emergency fund and other 
aid for the USSR and therefore vulnerable 
to toeing the US line if the latter agreed to 
aid financially and diplomatically. 

Washington was not in a position to offer 
any financial aid to Moscow. But aid was 
arranged through Saudi Arabia. On 
November 28, the day before the resolution 
came up in the security council, the Saudi 
foreign minister met president Gorbachev 
and foreign minister Sheverdnadze in 
Moscow and discussed a 'new financial co- 
operationagreement’ underwhichtheUSSR 
was to receive a loan of four billion from 
Riyadh with an immediate payment of one 
billion. This was to be part of a financial 
aid package of six billion to be funded by 
Saudi Arabia. Kuwait, UAE and Qatar 
{International Herald Tribune, November 
28-29,1991). These deals were little k^wn 
before the vote even to western allies of 
the US. 

It was against this background that the 
.security council adopted resolution 678 by 
12 votes to two (Cuba and Yemen) and one 
abstention ((Thina). Thirteen of the 15 
members were repfesenicd by their foreign 
ministers with US tecietary of state Bato 
in the chair. The US was keen to gel the 
resolution adopted before the end of 
November as the presidentship of the 
security council would go to Yemen by 
December I. This resolution was unprece¬ 
dented. The closest was the resolution on 
Korea (which will be examined later). 


Anthony Panont who wai ambanador of 
UK to the UN wrote later, 

It seemed unlikely that with memories of 
Korea and the cold war still alive, the Soviet 
Union tod China would be prepared mallow 
the adoption of a resolution which gave the 
US and its western allies carte blanche to 
wage woronbehalf of the whole organiiatioa. 
To general ainazemeiit among UN nuveu, 
the security council adapted resolution 678 
on November 30, with the Soviet Union 
among the 12 positive voters, China the sole 
abstainer and the two in the awkward squad 
voting against. The resolution gave Iraq one 
lost chance to comply with the previous 
resolutions, setting ad^line of January IS, 
1991, after which ‘member states co¬ 
operating with the government of Kuwait' 
were authorised to “use all necessary means" 
to implement the previous resolutions and 
‘to restore international pence and security 
inthearea’. All that was asked of the‘stales 
concerned' was to keep the council informed 
of progress. There was no mention of the 
self-defence article SI nor of any of the 
ffliliuuy articles. This was to borrow a 
Soddamian phrase, the ‘mother of carte 
blanche’. The council had forfeited control 
of events until ‘international peace and 
security’ had been restored, a phrase which 
could have embraced the total conquest of 
Iraq and the removal from office of the 
originator of the ‘breach of international 
peace and security'. The watershed had been 
crossed. We veterans of the UN in earlier 
decades were dumbfounded by the 
convincing evidence that the Soviet Union 
had become hale more than a junior partner 
in an American World Enterprise.' 

While resolution 678 says that the action 
is undcrchapter Vli there is lack of reference 
to the specific provi.sions. There is no 
procedure to follow up the resolution by the 
security council. It was known that the 
“member states co-operating with Kuwait" 
could not act under article SI (individual or 
collective self-defence) because that applied 
only “until the security council has token 
measures necessary to maintain international 
peace and security”. At one stage the US 
and the UK had considered this route. If 
article 43 was to be invoked then the 
arrangements for military action would have 
been by the security council with the 
assistance of the militaiy staff committee. 

The earlier resolution 665 dealing with 
naval blockade had requested “the states 
concerned to co-ordinate their act! vlty.. .using 
as appropriate mechanisms of the military 
staff committee and after consultations with 
the secretary-general to submit reports to the 
security council and its commission 
monitoring the implementation of the 
resolution”. The reference to the military 
staff committee was made at the inaistencr 
of the USSR. 

There is no evidence that the dotmant 
military staff committee began to become 



active indiisoegukleiinHforMoounubility 
for the varioui naval vetieU trying to cany 
out Ail reaoluiion. ItwasclearAattheliS 
did not want to revive the inilitaty staff 
committee providedunderaiticle47 because 
that would not have allowed it to carry out 
ttie ndlitaiy action according to its own plans. 
Hence, thm is no reference to mechanism 
of the militao'staffcommitteeorcoiisultalion 
wiA the secretary-general in resolution 678, 
unlike in resolution 66S. 

The phrase ‘all necessaiy means' in the 
operative panoftheresolution was amenable 
to a variety of interpretations. This phrase 
was used because of the Soviet objection to 
'force'. While it could be argued that ‘all 
necessary means' would include peaceful 
and diplomatic means and not necessarily 
force, by apparently conceding the demand 
by the Soviets for a semantic change the US 
got carte blanche regarding the means and 
the security council unwittingly authorised 
‘any means'. ‘All necessary means' need 
not be limited to u.sc of conventional force 
but could extend to u.se of nuclear force. The 
US and its allies could use nuclear weapons, 
if found nece.ssary. 

According to the Bntish-Amcrican 
Security Information Council the US navy 
in the Gulf was armed with 700 plus nuclear 
weapons on warships and submarines. The 
comments by Dan Quayle, the vice- president 
and Dick Cheyney. the secretary for defence 
(hat ‘the nuclear option was still open' for 
the US was condemned by Tass as ‘reckless 
and ill-eonccivcd' and which could lead to 
very dangerou.s military and political 
consequences throughout the world." 

The resolution was silent on who decided 
what were the necessary means and when 
they were to be employed. The UN had 
authorised awaron whichii had no control.*" 

There was no mechanism for any kind of 
monitoring of actions under the resolutions. 
It only requested “the states concerned to 
keep the security council regularly inlormed 
on the progress of actions''. What the security 
council received were copies of the press 
releaiesissued by the Pentagon withcovering 
letters by the US ambassadar Thomas A 
Rickering addressed to tbesecretary-gencral 
often much later than those press releases 
were made available to the press in 
Washington. 

MarekGoulding, under-secretary-general 
of the UN, said a few weeks later, “In iJw 
Gulf war allied forces were led by an 
American commander who received his 
orders from Washington and reported buck 
to Washington” Ualemalional Herald 
Tribune, April 1, 199S). 

IV Meetinos of the SEcuRmr Countil 

The security council did not meet again 
in puUic uniU the compleiion of Operation 
Di^ Storm over three months toer. 


The pfDvisioiial rules of procedure of the 
securily council indicate that under rule 2, 
“(he president shall call a meeting of the 
security councilat the request of any member 
ofthesecuritycouncil”. Also,rule I suggests 
that "the interval between meetings shall 
not exceed 14 days". Also operative 
paragraphs 4 and 3 of resolution 678 request 
"the .states concerned to keep the security 
council regularly informed on the progress 
of action undertaken and decides to remain 
seized of the matter”. 

Nevertheless, there was no public meeting 
of the security council on the iuue of the 
Gulf from the adoption of resolution 678 on 
November 29, 1990 until a meeting wa.s 
called on February 13,1991. The latter was 
to discuss not the war ~ which had been 
under way since January 16 - but to decide 
proccdurally whether a substantive 
discussion of the war would he in an open 
(public) or closed meeting of the securily 
council. 

After the adoption of resolution 678, and 
before, many private or informal meetings 
of the security council were held some 
involving only the five permanent members, 
several members of the securily council, and 
several members of the UN. not members 
of the security council, urged the presidents 
of the tviutict] (who rotated monthly) to 
convene a public meeting. These proposals 
were thwarted by (he US and other members 
of the coalition. 

After the war began on January 16, some 
slates were increasingly urging a public 
meeting. These included the five Arab 
Maghreb states - Algeria, Libya, Mauri- 
tannia, Morocio and Tunisia - and also Jordan 
and Sudan. Cuba and Yemen os members 
of the security council continued pressure 
for an open meeting. During an informal 
meeting on January 28, Austria proposed a 
compromise to convene a formal meeting 
but in private. 

This impasse continued, without a public 
meeting until February 13 when the 2977th 
public meeting of the securily council was 
held to determine whether to hold a private 
or public meeting on the Iraq-Kuwait issue 
and the war. 

The thicc and a half hour public debate 
was revealing. Ambassador Abdulla S Al 
Ashtal of Yemen asked if “all necessary 
means did not also include peaceful means”? 
He added; “Does not the council have the 
right to determine the framework within 
which force may be used?" Also he felt thal 
the council was “giving a blank check for 
the use of force, without attempting to 
interpret the objectives of the law or without 
reviewing how the war isconductcrT.Ricanio 
Alarcon de Quesada of Cuba pointed out 
that the council was meeting for the ilrst 
lime on the 28th day of the war. Cuba 
declared that'this augustbody.ina m^tic 


display itf its seme of responsibility, reaian 
aloof ever since the war began”. The US 
ambassador implied that an open meetliig 
would play only into the hands of Iraq wluch 
“is fighting a major campaign to discredh 
this council, its resolutions, the UN. and the 
person and institution of the secretary- 
general”. 

Ambassador Chinnuya R Garekbao of 
India felt that “it is incumbent on the security 
council to remain seized of the matter and 
continuously monitor the situation as it 
develops”. He called this the councirs 
“generic responsibility” and added that 
holding no meetings since the war began 
“has not reflected well on the prestige of the 
council and the UN”. Ecua^ expressed 
regret that the council “has not met formally 
lor a little more than two months now”. 
Cuba in finishing the debate, proposed that 
“this council, so obedient in facilitating war. 
now give peace a chance"." The security 
council tailed to fulfil its obligations under 
the charter. 

Thk Secretaxy-General and the Crisis 

The secretary-general is tt.e i ndi vidual who 
more than anyone else stands for the UN as 
a whole. As Hammarskjold, a former 
secretary-general told a meeting of the 
security council on October 13,1956, “He 
[the secretary-general] must be a servant of 
the principles of the ch^r and its aims must 
ultimately determine what for him is right 
and wrong. For tha^ he must stand.” 

The role of Perez de Cuellar, the secretary- 
general of the UN in the crisii and war, hm 
been the subject ot much speculation and 
discussion. The general impression is that 
he could have played a more active rote. A 
more active rule, even if it would not have 
changed the course of events, would have 
added prestige to the office. Unfortunately, 
the image he projected was one of 
unnecessary subsnvicnce to the US even 
when he knew that he had a duty ir uphoM 
the principles of the charter 

By mid-Febniary in the miebt of war, the 
secretary-general made the following 
statement: "I must also mention my deep 
concern about the public perception - in ail 
continents - of how important it is for the 
UN to retain the (rust of aii peoples of the 
world, whom it is meant to serve. I would 
be les than honest were I to conceal from 
you the diverse and numerous expresskm of 
despair - whether in letters, press 
appeals - that have been sent to me regarding 
the tragic dimensions and incalcnlable 
consequences of the conflict. This is a 
testing moment for the organisatioo” 
(Intemaiitmal HeraU Tribme, Frhnmy 9, 
1991). Four days later on February 12, 
stated, “The Gulf War was not a UN war 
and the security council was in fo ramd 
the war's progress only after acdont have 



taken place” {hulependent, Febniary 13, 
1991). 

There is reason to believe that there was 
a deli beniie attempt to sideline the secretary- 
general from the beginning. The seminal 
resolution 660 made no mention of the 
seciclaiy-general either with regard to support 
for ‘intensive negotiations' or even with 
regard to reporting on the compliances with 
the resolution. It is true that the secretary- 
general was not in New York at that time 
but that was no reason to ignore his rote. 

While there are references to the 
administrative functions of the secictaiy- 
geiieral in the earlier resolutions, it is only 
in resolution 674 adopted on October 29, 
1990, almost three months after the crisis 
began and the US had reached a point of 
no return regarding military plans, that the 
security council recalls the important role 
that the secretary-general has “played in the 
peaceful solution of disputes and conflicts 
in conformity with the provisions of the 
charter” and “reposes i ts trust in the .secret ary- 
general to make available his good offices 
and as he considers appropriate, to pursue 
them and to undertake diplomatic efforts in 
orderto reach a peaceful solution to crisis". 

This apparently broad mandate makes 
strange reading not only because it came 
almost three months after the crisis began 
but also because there is no eviden<» that 
the secretary-general took any action on the 
basis of the mandate. One month after this 
resolution came the pivotal resolution 678. 

It should however be noted that at an early 
stage of the crisis, with no specific mandate 
from the security council but possibly with 
his understanding of the rights of his office, 
Perez tcxik initiative fora meeting with Iraq’s 
foreign minister Tariq Aziz. But the talks 
between them held in Amman on August 31 
and September I proved inconclusive. Perez 
said th^ Aziz had promised that Iraq would 
not initiate military action. (It was at a time 
when US strategy was built on its propaganda 
that Iraq was about to attack Saudi Arabia.) 
“I feel that he (Perez) caiiK to Amman in 
a strah-jacket", said Aziz. “The margin of 
numoeuvreonhisside was very limit^. He 
is a servant of the security council where the 
powerful have the clout”'^ It was known 
that the Bush administration had made it 
clear to Perez in private that his brief was 
to reiterate the security council resolutions 
and the need for compliance with them, not 
to enter into negotiations with AzJz on their 
implementation. 

After resolution 678 (with the mandate for 
‘all necessary means') was adopted, a senior 
UN official told me that the secretary- 
general would make a final attempt for 
negotiations and that he felt that the matter 
had gone out of the hands of the UN.*' 

Any such initiative in the crucial period 
was effectively thwarted by the US 


administration which dramatically preposed 
discussions (not negotiations) between the 
US and Iraq in order ‘1o go the extra mile 
for peace”. The proposal finally culminated 
in a meeting between secretary Baker and 
minister Aziz in Geneva on January 9, six 
days before the UN deadline. The six hour 
meeting was a diplomatic fiasco. It had been 
preceded by a tough White House preu 
statement dKlaring that there would be ‘no 
negotiation, no compromises, no face saving 
measures’. 

On January 4 the secretary-general had 
openly backed the call of the security 
council's president Bagbeni Adeito 
Nizengeya of Zaire and president Mittcrand 
for a peaceful settlement and their proposal 
for summoning of a council meeting before 
January IS only to have the idea dismissed 
by the Soviet ambassador to the UN. 

With the failure of Baker-Aziz talks the 
secretary-genenil got literally five days to 
make a final attempt to avert war. 

After meeting president Mitterrand in 
Paris and European Community foreign 
ministers in Geneva on January 11, Perez 
flew to Baghdad. He met Tanq Aziz on 
January 12. The next day he had a two and 
half hour meeting with Saddam Hussein. 
While returning to New York he told 
Mitterand in Paris that he had been 'badly 
treated’ (referring probably to having been 
kept waiting by Saddam Hussein for most 
of the day on January 13) and that the Iraq 
leader was unwilling to compromise. Con¬ 
sequently Mitterand dropped the idea of 
dispatching his foreign minister Roland 
Dumas to Baghdad in response to the Iraqi 
government's invitation of January 11 (The 
Guardian, January 14, 1991). 

The impression of failure of the secretary- 
general’s mission to Baghdad conveyed in 
Paris and widely reponed at the lime does 
not conform to the contents of the transcript 
of the conversations he had with Saddam 
Hussein or even to the report that be gave 
confidentially to the security council. 

The transcript of the meeting with Saddam 
Hussein was made public by the Iraq 
permanent mission to the UN on February 
(S, 1991. The accuracy of the tranKriptjvas 
not denied by UN officials who to^ the 
position that the publication of the transcript 
was a 'breach of confidentiality'. 

According to the transcript, in talks with 
the secretary-general, president Saddam 
Hussein said Iraq was prepared to discuss 
a 'packagedeal' andaskedhimmusehis good 
offices. At one point, president Hussein pro¬ 
duced a map of Kuwait and asked Perez de 
Cuellar, “Where should Iraq withdraw to.”” 

In his staiemem to the security council on 
Januaiy 14,1991, the secretaty-general said, 
On two separate occasions during our 
meeting, the president called on me to uk 
my food offices, uylng that If the other 


parties were to permh me to play a role in 
search of a solution, Iraq would facilitate 
my talk and co-operate with me. 

I explained to the president that while I 
would reflect this suggestion in my report 
to the security council, I felt that any effort 
of mine would naturally need to be in 
fufthennee of the relevant resolutions of the 
security council (The Guardian, February 
12, 1991). 

It remains puzzling that the secretary- 
general did not make more possiiive effort 
to explore the implications of president 
Saddam Hussein’s offer. Instead, he 
presented a negative view in his meeting 
with president Mitterand. By the time be 
reported to the security council the deadline 
was only a few hours away. It is evident 
Chat the security council or the US did not 
want the secretary-general at any time to 
assume thediplomatic initiativein mediating 
the conflict. What is less evident is the extent 
to which he was pressured by US policy¬ 
makers to refrain from serious mediation 
efforrs that could complicate thedrive to words 
an offensive military policy. 

On January 13, UN decline day, the 
security council authorised the secretary- 
general to issue a last-minute non-binding 
statement that (sort oO hinted at a possibility 
of some face-saving foriraq. PerczdeCuellar 
issued such a statement with its requisite 
vagueness. 

I must sincerely appeal to president Saddam 
Hussein to turn the course of events away 
from catastrophe and toward a new era of 
justice and haimony based on the principles 
of the UN charter. I have every auurance 
from the highest levels of government that 
with the resoluUon of the present crisis, 
every effort will be made to address, in a 
comprehensive manner, the Arab/lsraeli 
conflict, including the Palestinian question” 
(Iniemaritmal Herald Tribune, January 16, 
1991). 

This was only a reiteration of the the 
known US position. Yes, the Palestinian 
question would have to be faced, but only 
after Iraq capitulated to all UN resolutions. 
Saddam Hussein did not deign to reply. The 
bombing of Baghdad began. 

Perez de Cuellar pointedly distanced 
himself from characterisations of security 
council resolution 678 (“allnecessary means” 
after January IS)asa"UN deadline’'. Rather, 
he sought to interpret the time between 
November 29 and January IS as a cooting- 
olT period. He would not explicitly claim 
that resolution 678 was a mandate for war. 

His penonal view of US domination of 
the security council comes through inahighly 
embarrassing manner in the transcript of his 
con venation with Saddam Hussein. Saddam 
said that the secretary-general was presenting 
'American' not UN demands. The UN 
resolutions are 'American'reiolutiont. This 
is an American age. What America wants 



today II what bappeni”. Perez de Cuellar 
replied. "I agree with you as far as the issue 
concerra me”. He went on to commend 
Saddam Hussein for pressing the Palestinian 
issue and insuring iu place on the UN 
agenda.'* 

While Perez de Cuellar kept silent for 
almost a month after the war began, except 
to deplore the killing of eight Jordanian 
truck drivers by allied bombing on February 
1, he came out openly on February 10, to 
counter publicly the charge of being a party 
to the attainment of the objccti ves of the US- 
led coalition which went b^nnd the liberation 
of Kuwait, by explaining that the security 
council had handed over control of the war 
to the three western permanent members - 
America. Britain and France-and that he 
only heard of the military operation after 
their implementation. He adtM that he was 
most concerned about the loss of human life 
because “as the secretary-general of the UN 
I consider myself head of an organisation 
which is first of all a peaceful organisation 
and secondly a humanitannian organisation 
(Independent, February 11). 

Two months later, in an address on April 
16 to the European parliament in Strasbourg, 
secretary-general Perez de Cuellar stated. 

The victory of iheallied or coaliuon countries 
over Iraq is not at all a victory for the UN. 
because this was not its war It was not 
a UN war. General Schwarzkopf wa.s not 
wearing a blue helmet. 

That disavowal was a direct contradiction 
of George Bush's March 6 victory speech 
to a joint session of Congress in which the 
(ueiudeni claimed, ‘This is a victory for 
every counuy in the coalition and for the 
UN... a victory for the rule of law and what 
IS right. 

Perez dc Cuellar proceeded in the 
Strasbourg addrcs.s to distinguish between 
a war legitimised by the security council and 
one actually directed and controlled by the 
UN. ‘The establishment of a new world 
order about which so much has been said 
will have to take place within the framework 
of the UN which does not resort to the use 
of double standards-aUNwhoseimpartiality 
ensure iu credibility.”" 

VI The Palestinian Issue and Doubi.e 
Standaxds 

The reference by (he secretary-general in 
his Strasbourg address to the use of double 
standards immediately raises the Palestinian 
issue which was brought up at nil stages of 
the Gulf crisis, though the secretary-general 
was not directly referring to it. 

From the beginning Saddam Hussein was 
bent on linking the Palestinian iuue with his 
invaskm of Kuwait. While there is no good 
reason to believe that the grievances of the 
PalesdnUm against Israel served u a mgjor 
modve for Iraq’s seizure of Kuwait. Saddm 


Hussein afRrroed a linkage between these 
two issues in oider to enlist wider Arab 
support for his action. 

As the crisis developed and the UN acted 
swiftly and decisively against Iraq invasion 
and occupation, it was all too obvious that 
the UN was acting in a manner that was 
without precedent. It was also acting on a 
standard that it had not employed for long 
24 years of Israeli occupation of Palestinian 
territory. The charge of double statxlanls 
was serious, tenable and substantial. 

While the US assiduously attempted to 
deny any link between the two issues, much 
toitsdiscomfoft,the gravity ofthePalastinian 
problem and the q uestion of double standards 
came up again and again during the Gulf 
crisis. 

Saddam Hussein inhis first peace initiative 
after the Arab League Summit had denounced 
Iraq and endorsed the UN resolution, said. 
‘T propose that all issues of occupation be 
resolved according to one set of basic 
principles and premises to be laid down by 
the security council. First the preparation 
of withdrawal arrangements... for the 
immediate and unconditional withdrawal of 
Israel from the occupied Arab territories in 
Pala-stine, Syria and Lebanon."'* The US 
flatly rejected the proposal with the linkage. 

The Palestinian issue was brought 
poignantly to the attention ofthciniemational 
community when Israeli security forces killed 
more than 20 and wounded more than I SO 
Palestinians in east Jerusalem in what came 
to be known as the Temple Maunt massacre. 
The Palestine LiberationOiganisationstatcd 
that the massacre vindicated its contention 
that ‘the Gulf and the Palestinian problems 
are linked’. Its central committee demanded 
UN sanctions against Israel and the deploy¬ 
ment of an international force to protect 
Palestinians on West Bank and Gaza from 
the occupying forces of Israel. 

To US’s main Arab allies - Egypt, Saudi 
Arabia and Kuwait - the killing of 
Palestinians in Jenisalam brought shame 
and humiliation,embarrasinglyestablishing 
the point that while the US president was 
intent on setting Kuwait free from Iraq, he 
was not particularly interested in liberating 
the West Bank and Gaza from Israel or even 
protecting the civilian population under 
occupation. 

Addressing the National Assembly on 
October 10, the French foreign minister 
Roland Dumas called on the world 
community to ‘support the Palestinian 
aspirations', and added that France would 
back ademand fora security council mission 
to Jerusalem. Two days later the French 
president Mitterand su^. "The UN finds 
itself confrootiitg these problems which risk 
being interlinked because the question 
presents itself in the same terms. We umnoi 
seek to uphold the (imemalional) law here 


and neglect it there” (Intematwmd HeruU 
Tribtme, October 13, 1991). 

As the security council net on October 1 
on the initiative of Yemen, to debate the 
Jerusalem killings almost all the speaken 
compared the Israeli occupation of the 
Palestinian tenitory to the Iraqi occupatkM 
of Kuwait 

The third world members of the tecuiir 
coundi - Cotombia, Cuba. Ethiopia, Ivor;, 
Coast. Malaysia, Yamen and Zaire - secures 
the backing of Canada and France for i 
proposal to send a security council 
commission to Israel to report on how to 
safequaidPalestiniancivilians.TheUS faced 
an acute dilemma. Supporting the resolution 
would be seen as abandoning Isiad; vdoin 
the resolution might break the anti-ltK 
coalition. Abstaining on. such an important 
issue was not befitting the world’t 
superpower 

The US adopted a strategy to soften the 
resolution both in thecondemnationoflsnd 
and in the nature of aclion, and ii s ucc eede d . 
The resolution while condemning the acti 
of violence committed by Israeli secuih; 
forces called upon Isra:l, the occupyin' 
power, to abide scrupulously by the fourth 
Geneva convention. Welcoming the 
secretary-general's decision to send a mission 
to the region, the counai requested him to 
submit his findings before the end of the 
month. The proposal for a security coimcil 
commission had been diluted to welcomin' 
secretary-general’$ decision to send a mission 
(UN security council resolution 672). 

The next day the Israeli cabinet decided 
not toreceivcthcsecietaiy-gcncial’sinissiaa 
The secretary-general gave up the plan to 
send a mission. The UN showed it was 
incapable of taking any steps to protect 
Palestinian civilians. 

November 29, the day on which the security 
council passed the crucial resolution 678, 
happened to be the U N day of solidarity with 
the Palestinian people. Ironically.on (heeve 
of that day while the security council 
unanimously passed resolution 677 
mandating the secretary-general to lake 
custody of a copy of the population registar 
of Kuwait to foil ‘attempts by Iraq to alter 
the demographic composition of the 
population of Kuwait‘, thenon-alignedstaiES 
in the council failed to persuade the cound 
to vote on (heir draft resolution pettainin 
to the treatment of Palestinians under Israeli 
occupation. They wanted such a reaokKion 
to be passed before the US spofuored 
resolution and the use of force to expel Iiw 
from Kuwait. But the security cotmcil tm 
not concerned about the plight of PaleathuB 
civilians or the continuing change made hi 

the demographic composiboa of llieif laMh 

by Israeli settlemenu. 

The Palestinian issue emte up in thl 
security council again early in 
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with I draft reiolutton iponsored by four 
non-aligned nntions Columbia, Cuba, 
MalayiiaandYcmen, asking for the despatch 
of a UN oitibudsnun to the Occupied 
Territories and calling a conference of the 
164 signatories to the fourth Geneva 
convention to discuss protecting Palestinian 
civilians under Israeli military occupation. 

As it was known that the US would not 
oppose thedraft. the sponsors ofthc resolution 
dueled to add a clause incorporating the 
idea in Washington's statement of the 
previous spring that ‘at an approjiuiatc lime' 
an international conference on the west Asia 
might be supported if it was ‘properly 
structured with the participation of the parties 
concerned'. Washington indicated that the 
addition along these lines was acceptable. 
But before the revised draft was put to vote, 
there was a leak leading to intense criticism 
and pressure from pro-Israel lobby in the 
US. The Bush administration did a quick 
volte-face. 

With the support of the Soviet Union and 
its western allies, except France, the US 
nunaged to postpone the resolution four 
times in 10 days. Prance was forthright in 
its backing for an international peace 
conference on the west Asia describing it as 
‘an indispensible means of reconciling 
peoples’. 

On December 20. the security council 
unanimously adopted resolution 681. 
Deploring the Israeli government action to 
resume deportation off^cstinians living in 
the Occupied Territories, it urged “the 
government of Israel to accept ‘de jure' 
applicability of the fourth Geneva convention 
of 1949 to all the territories occupied by 
Israel since 1967 and to abide scrupulously 
bu the provisions of the said conventions”.''' 

Before the adoption of this resolution, 
Yemen, the president of the security council, 
issued a non-binding statement. ‘‘In this 
context, they [security council members] 
agree that an international conference at an 
appropriate time, properly structured, shou Id 
facilitate efforts to achieve a negotiated 
settlement and lasting peace in the Arab- 
Israeli conflict". It said. “However there is 
no unanimity as to what would be the 
appropriate time for such a conference, in 
the view of the members of the council Arab- 
Israeli conflict is importnat and unique and 
must be addressed independently on its own 
mcriu”.”’ 

This statement was in essence a reiteration 
of the US position. The non-aligned nations 
gained nothing from negotiations with the 
US. More than the denial of any link, what 
came through all the discussions on the 
Palestinian issue was the refusal by (he UN 
to act with regard to the occupation by Israel. 

“An importnat postwar issue is the 
Palestinian problem. Here we have a double 
standard. UN resolution 242 was adopted in 


August 1990 and wu implenwiited a few 
weeks later. Even if we opposed political 
linkages between the two proems we are 
certainly saying there is a legal link. After 
all it is the same security council and 
resolution was adopted on the same 
principle", said Boutros Ghali, minister of 
state for foreign affairs of Egypt. )vho became 
later the secretary-general of the UN 
{International Herald Tribune. April 22, 
1991), 

VII Ceask-Fikb Resolutions 

On March 2, the council adopted the fust 
cease-fire resolution number ^6 by a low 
vote -11 in favour, one against (Cuba), with 
three abstention.^ (China, India and the 
Yeman). The resolution demanded Iraq's 
implementation of the previous 12 reso¬ 
lutions, in particular rescinding the 
annexation ofKuwait,accepting liability for 
the annexation of Kuwait, acepeting liability 
for loss, damage, etc, to Kuwait and third 
parties, release of all Kuwait and third party 
nationals detained by Iraq and immediate 
return of Kuwaiti property. Iraq was also to 
cease hostile or provocative acts against all 
member states, including missile attacks, 
release prisoners of war and help to identify 
mines, booby traps, etc, planted in Kuwait. 
The resolution made clear that pending Iraqi 
implementation of all its provisions, 
re.solution 678 (authorising the use of force 
until the restoration of international peace 
and security) remained valid. 

On April 3. the security council adopted 
resolution 687 which the toviet ambassador 
to the UN characterised os the 'mother of 
all resolutions’. Thisdocumcntstillgoveriis 
Iraq's relationship with the UN. Resolution 
687 occupies over nine closely printed pages 
of UN d^umentation. The 26 pieanibular 
paragraphs, apart from covering all the 
bilateral Kuwart/lraq issues, foreshadow 
action on the question of chemical, 
bacteriological and nuclear weapons, ballistic 
missiles, regional arms control, hostage 
taking, terrorism and humanitarian matters. 

The 34 operational paragraphs, divided 
into nine sections, cover the indivisibility 
demarcation and guarantee of the fron^/tr, 
the deployment of a UN observer force 
(UNIKOM)inadeniilitarisedzone straddling 
the border, Ak return of looted Kuwait 
property and abducted Kuwaid nationals, 
the supervised destruction of Iraq’s weapons 
of mass destruction and ballistic missiles, 
the supervised removal of military nuclear 
material, long-term monitoring to ensure 
that Iraq does not resume these 
programmes, compensation and separation 
financed by (he inconne from supervised oil 
exports, the linking of economic sanctions 
to Iraq in compliance with the resolution, 
maintenance of the arms embargo and 
renunciation of terrorism - all to come into 


effect on Iraq’I acceptance. The acceptance 
was received on A^l 11, 1991. 

As Anthony Parson points out ‘Resolution 
687 is unquestionably the most i ntrusi ve and 
wide-ranging array of demands made on a 
sovereign slate since the creation of the UN 
in October 1945. Iraq, defeated, had no 
choice but to comply, especially since the 
coalition forces, still in place, might lose 
patience with delay and use the oppression 
of the Kurds and Shi' ites as a pretext to finish 
the job by conquering in the interest of 
‘restoring international peace and security. 
In effect ‘the mother of all resolutions’ hu 
turned Iraq into a kind of delinquent ward 
of the security council".^' The broad legal 
issue raised by these decisioiu and proposals 
relating ro the sovereign rights of Iraq is 
whahtf they could be compatible with the 
principles a^ purposes of the UN charter, 
a requirement ma^ explicit in article 24 
of the charter. Presumably a regime that has 
shown itself to have been an aggressor could 
be subject to some limitations in respect of 
its capability to use force. On the other hand, 
the principle of the charter require respect 
for ‘sovereign equality' and the right of 
states to political indepoidencc and territorial 
integrity. The council resolution setting the 
conditions for a final cease-fire implicitly 
recognised these rights by refraining from 
imposing constitutional decisions or 
changing the Iraq regime. Several attempts 
wete however made by the US to impair the 
ietriiorial integrity of Iraq and change the 
Iraqi regime." 

VIII CoLLEtirvE Sti-uarTV 

Collective security is the organised 
lesi.stancc of states to aggression. There are 
two kinds of collective security provided for 
in the UN charter. Article 43 declares that 
“all members ofthc UN inordcrtocontribute 
to (he maintenance of intenutional peace 
and security, undertake to make available to 
the security council -armed forces, assistance 
and facilities for the purpose of maintaining 
international peace and security". 

Article 46 provides that “plans for the 
application of armed forces shall be made 
by the security council with the tisistancc 
of the military staff committee”. 

The second kind of collective security 
envisaged in the charter is found in article 
51. “Nothing in the present Charter shall 
impair the inherent right of individual or 
collective self-defence if an armed attack 
occurs against a member of the UN until 
(he security council has taken measures to 
maintain international peace and security”. 

The determination of which route the UN 
would follow in deterring the aggression of 
Iraq was not made in the initial security 
councilresolution660of August 2. However 
the second resolution 661 of August 6, whi le 
afTirmingcollectiveielf-defenceunderafticIc 



SI. ilready initialed economic unctions 
under articles 41 and 42. 

The UN charter gives the secufitycouncil 
the authority “to msintain or restore 
intematioiul peace and security ” and enforce 
the will of the council on a state that has 
broken the peace. Use of military force by 
the council for these purposes was foreseen 
by the founders of the UN. However, articles 
43, 44 and 46 have remained dead letters. 
Therefore both in the Korean war and in the 
Gulf crisis, the UN made improvisation to 
permit enforcement of the council’s will 
without the specific means provided in the 
charter for ihm purposes. On both occasions 
the improvismion was in strict accordance 
with the interests as well a.s .strategy of the 
US. 

When the North Korea’s attacks on South 
Korea were formally brought to the security 
council’s attention, the council's resolution 
of July 7, 1950 - adopted during a penod 
of boycott by the Soviet Union - called on 
member states to assist South Korea in 
resisting the North Korea’s aggression It 
recommended that “all members providing 
military forces and other assistance pursuant 
to the aforesaid security council resolutions 
make such forces and other assistance 
available to a unified command under the 
US". It requested further that the US designate 
the commander of such forcc.s. The same 
resolution authorised the use of the UN flag. 

Thus in the case of Korea the security 
council reque.sted one member state to lead 
a combined effort on behalf of the UN lo 
resist aggression. Notwithstanding his 
designation as commander of UN forces in 
Korea, General Douglas Mac Arthur, the 
commander named by the US, never reported 
directly to the security council. (Routine 
unclassified status reports were provided by 
the US). Neichcrihe military staff committee 
-a body composed of military representatives 
of the five permanent members intended to 
advise the council on military matters - nor 
the council itself had any role in directing 
military operations of the unified command. 

Bruce Russett and James S Sulterlin lisi 
the advantages and disadvantages of this 
procedure. "The advantages offered by this 
procedure were: 

- Expeditious action to resist aggression. 
Only the US had troops deployed in South 
Koreacapobleortnkingquickmiliuuy action. 

- The uttombiguoiis command imicture 
needed for large-scale field operations. 

- A practical way to meet the responsibil ities 
of Ite UN under die charter in the absence 
of a multilateral force under the security 
council for which the neceuary agreements 
with member itntei had not bm reached. 

The disadvantages of this procedure 
(which became moK evidem in the course 
of time) were; 

- ITie UN iKked control or influence over 


the course of mlliuiy action or the precise 
purpose for which it was exereiied. 

- The milittiy operation became identified 
with the policy of the nation leading the 
effort rather than with the UN. 

- Divisive forces within the UN were 
encouraged by the dominant role of one 
member state pursuing goals not universally 
shared. 

- Opportunities were afforded with aggressor 
to identify the struggle with one country, the 
US, rather than with the international 
community as a whole. 

All of these disadvantages were intensified 
in ihc Korean case by the bitlerdisagreeinents 
that prevailed at the time between the 5ioviet 
Union and the US”.” 

The action in the Gulf crisis was possible 
in the wake of the end of the cold war. Wc 
ha ve already pointed out how the US managed 
to secure the support of the security council 
mcmbcis for a mandate for the use of force. 

The basic question remains "I s the approach 
that was taken to enforce the council’s 
decision with regard to the Iraq-Ku wait crisi s 
necessarily a viable model for implementing 
collective security in the future?" 

It is true that the security council, in 
deciding on action to counter the Iraq 
aggression prescribed action for alt member 
stales. Whileitautborised ‘siatesco-operating 
with Kuwait' to ‘use all necessary means’, 
it requested “all states to pro vide appropricate 
support for the actions undertaken". Actions 
to be taken for this purpose would seem 
clearly to constitute ‘effective collective 
measures for the prevention and removal of 
threats to iht. peace and for the suppression 
of acts of aggression' as foreseen in article 
I of the charter. 

As Russett and Suttcrlin point out, "The 
procedure adopted is not without its 
difficulties. 1110 security council has no means 
of controlling when, how or in what degree 
the collective measures arc applied. In the 
Gulf case, (he stales conccrmxl were only 
requested "to keep the council regularly 
informed; some measures taken might not 
have had majority support in the security 
council. The stale that is in command may 
have from the outset an interpretation of UN 
goals different from that of other security 
council members or its aints may become 
more expansive in Ihecourse oflhe operation. 
The latter happened in Korea with the US 
decision to cross the 38th parallel and try 
to reunify the country by force"." 

The Gulf case showed additional 
difficulties. In the Korean case, US was 
designated to provide a unified command by 
the security council. In the Gulf case there 
was no mention of the US in the lelevani 
security council resolution. The US 
designated itself as the leaderof thecoaittion 
and appointed the commander. The coalition 
at well as the US war plant were already 


in plaoe with troops deployed in the region 
before the security council resolutioo wes 
adopted. 

If the meaiuret taken ceate la have the 
endorieineiit of the majanty of the lecurity 
counci I, can they still be cootidered collective 
measures lokeo in the council’s behalf? Thn 
problem is inherent in a procedure in wWch 
nction is uUcen on behalf of the council but 
without any control over the nature, timing 
or extent of the action. The major da^cr 
itthattbeentiicundeitakingwiUbeideiitiried 
with the country or countries actually 
involved in military action rather Ihoa with 
the UN. 

The G ulf operation and the tenns for ending 
military action against Iraq offer a case in 
poinL None of the twelve security council 
resolutions cal led for eliminating Inui 't war- 
making capability or deposing Saddam 
Hussein. But the former clearly became a 
goal of some coalition members and the 
lalter was widely suspected. Presidem Bush 
and the coalition partners felt free to give 
ihei’’ own inieipretation to the security 
council resolutions.” 

It may be concluded that the Gulf action 
of the UN was not in accordance with 
collective security as envisaged in the charter 
and offers no viable model for future actions. 

In 198?, presidentGottiachevhad proposed 
the resurrection of the aiticles retail to 
miliuiry measures in the charter when he re¬ 
oriented Soviet policy towards the UN. In 
the statement to the general assembly on 
September 25, 1990 the Soviet foreigo 
minister, Edward Shevandnadie, strongly 
supported UN action against Iraq, emphasised 
that all non-military mean- must be used to 
imptcmenl the tosolutions. and explicitly 
proposed that the military suff committee 
(MSC) be activated and article 43 agreements 
to provide forces be concluded so that “there 
would be no need now for individual stales 
to act unilaterally". 

The issue hod already ariieji over ibequestioo 
of biaircssing the economic sanctions against 
Iraq with an economic blockade. Teduttcally 
this should have involved a move to article 
42 of the Chatter in which blockade is 
specially mentioned. But the US and other 
maritime natK>n.< were cleofiy not ptepaied 
to go down this rood: they were resolved 
to keep control of their own forces if shoa 
were fired and not to submit them to the 
uncettainties of unpredictable commiMet 
such as the council and the MSC. Hence 
resohitkin 66S avoided the word ‘blockade’, 
using instead the clumsy periphrasis 
'measures commensurate to the specific 
circumstances'. AsasopioiheSoviciUakm 
and other puritu, ‘ataiea cuncemed. were 
requested to co-oidiiiaae their actkmt’oaii^ 
as ippropriale mechaiiiima of the MiUtaay 
Staff Committees. To the best of my 
knowledge thh request was iporad.lWKe 
the remarks of Shevardaadae a aMMMh lam 

which were alio ignored.** 

The US and iu aWes wore wnrUhiy to 
follow the proviiHMH of the Wdimfor. 


--!_ aL.ltil„.l UtMJrlv NnvniO h- |097 


‘ *o 



1 


t-/ 

< 


Henry Kissinger who passionately advocated 
military action against Iraq, wrote four years 
after the war. 

America was able to invoke the authority 
of the UN against North Korean aggression 
only because the Soviet representative was 
boy cotting (he security council and the 
general ussembly was still dominated by 
countries eager to enlist America against the 
threat of Soviet aggression in Europe...But 
the UN failed to fulfil the underlying presure 
of collective security. 

This has been true of (he UN even in the 
post-cold war period. In the Gulf war of 
1991 it did ind^d ratify American action 
but resistance to Iraqi aggression was hardly 
on application of the doctrine of collective 
security. Not waiting for an international 
consensus the US had unilaterally despatched 
a large expeditionary force. Other nations 
could gain influence only by joining what 
was in effect an American enterprise".-’ 
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General Elections, 1996 

Mf^or Role of Caste and Social Factions in Bihar 

Binoy S Prasad 

Caste and social factions continue to play a major role in elections in Bihar. In the absence of concrete political 
agendas, these influences get further reinforced and elections have become a means of establishing a phoney 
social dominance by caste groups. This is also why no one pattern of alignment of social forces is clearly discernible 
as consistent. The distinct political culture of the state where the majority of voters are illiterate but politically 
alert, has contributed to the violent and corrupt nature of elections in Bihar. 


THERE were a number of developments that 
provided in interesting backdrop to the 1996 
Lok Ssbha election in Bihar. Just a year 
before the election to the Vidhan Sabha (the 
stale legislative assembly) had established 
the chief minister of Bihar, Laloo Prasad 
Yadav as one ofthe strongest regional leaders 
of north India. With no great performance 
achieved by the government, the voters got 
yet another chance to make knotvn their 
opinion on Laloo's administration whtch 
h^ been hit by the scandal which came to 
be known as the ‘fodder scam'. Above all, 
the elecliott of 1996 was a retrial of the 
political alliance of the social groups; the 
other backward casts (OBC), especially the 
yadavs, Muslims and dalits so successfully 
foiged under the leadership of Laloo. Evi¬ 
dently, with the kurmis and the OBCs 
breaking away from the alliance and their 
alignment with the BJP and other small 
forward caste parties, the political equation 
in Bihar had changed considerably. This 
article seeks to take a closer look at the 
election results of the 1996 election and 
arudyse them in their specific socio-political 
context. As far as possible, a regionwise 
survey has been undertaken, with some 
representative constituencies, to explain the 
pattern of electoral politics in Bihar. 

The Janata Dal had a big stake in Bihar 
in the 1996 parliamentary election as it was 
fighting for maintaining its dominance for 
the third time in a row. However, just as the 
JD suffered a great loss at the national level, 
i so it did in Bihar and Orissa. Nationally, the 

} Janata Dal lost 16 seats, indicating a toss of 
I nearly 35 per cent. In Bihar the patty was 
reduced from 31 to 22; in Orissa, the JD 
members of parliament (MPs) came down 
from six to four. The decline in the inlluence 
of the JD in Bihar arxl Orissa was partly 
compensated in Karnataka where the party 
showwl a solid influence by winning 15 out 
of 28 seau.' 

The JD's gain in Karnkaka was, however, 
not equal to its kws in Bihar. There was a 
signifiami iidi in the vote share of the former 
National Front-Lefl Front alliance also. The 
social constituency (or, the vote bank) of 
NP-Ll^expandedintecentyeats. However, 
itcouldn’t be con vetted intoakual votes.’The 
JO as a party shrank in Bihar and Orisaa. 


Almost all pre-poll predictions, including 
the CSDS survey,’were talkingabout Laloo’s 
invincibility at the polls. However, the BJP- 
Samala Party alliance exploded that myth. 
In Orissa, the Congress was the beneficiary 
of the decline of the JD. It captured 16 out 
of 21 parliamentary seats. The election results 
from Bihar indicated that a tactical coalition 
between the upper castes and kurmis (one 
ofthe segments of the OBCs) was successful 
in drawing votes from other non-yadav 
backward castes to its formation. The 
coalition backed up the BJP's eiitergence as 
north India’s dominant political force which 
counter-balanced to some extent Laloo's 
Muslim-yadav alliance, in the number of 
scats for the BJP which rose from 119 in 
1991 to 160 in 1996, Bihar contributed 18 
MPs. In 1991, the BJP had only five seats 
in the Lok Sabha from Bihar. 

I 

Alliance System and Election Trends 

BJP-Samaia Alliance 

The major factor for the upset of the JanaUt 
Dal under Laloo's leadership was the alliance 
of the BJP and the Samata Party which 
claimed 24 out of 54 seats. In south Bihar, 
i e, Chotanagpur-Santhal Pargana area (also 
identified as the Jharkhand region), the BJP- 
Samata all iance had a clean sweep. It bagged 
12 out of 14 Lok Sabha seats. 

The BJP alliance had a positive swing of 
12 per cent votes in Bihar compared to its 
national swing of over 2.7 per cent only. For 
the BJP, the national percenuige of votes 
increased from 20.8 per cent in 1991 to 23.5 
percent in 1996. Despite national reverses of 
the Congress pany and resurgence of the BJP. 
the national percentage of votes for the 
Congress still remained higher (28.1 percent) 
than the BJP (23.5 per cem). In the ‘fiist-past- 
the-post' election syuem, there is always an 
anhbiguous relationship between the percentage 
of votes secured and the number of seats 
evned. In 1991, the BJP nationally raided 40 
setts to its total without furtha addition to 
its share of votes. This lime arougd. the BJP 
was a beneficiary of an electoral system they 
had been criticising for so long. 

The BJP's positive swing voles of 12 per 
cent was largely on account of its ally, the 


Samata Party and voters’ disillusionment 
with the government of Laloo Prasad Yadav 
(hereafter mentioned as Laloo) and the 
main opposition in Bihar, the Congress. In 
triangular or multi-coniered contests, the 
alliance worked out by the BJP and the 
Samata paid rich dividends. 'The BJP was 
able to convert its own traditioflal votes into 
seats. Earlier, the BJP did not have enough 
strength on its own to claim as many number 
of seats. The alliarux was a shot in the arm 
for the BJP and, therefore, it could spread 
its influence in the north and the ceiural part 
of Bihar. In a sense, the narional average of 
votes for the BJP (23.5 per cent), worked 
out on the basis of votes secured nationally 
didn’t present the whole picture about the 
BJP. For example, in us own belt, Maha¬ 
rashtra. Gujarat, Rajasthan, Delhi or 
Himachal Pradesh, the BJP and its alli<»had 
an average vote shore of 36 per cent compared 
to 23 per cent of the C!oitgrcss. In 19%. in 
this area, the BJP and allies added 5 percent 
votes to their share of votes iic.ured in i99I. 
That accounted for more seats for the BJP 
than the C!ongress. 

JD-Left Alliance 

In 1996, the JD-Lefi alliance had lost its 
momentum primarily because of the absttice 
of National Front, a kind of jouit front of 
non-Congress and non-BJP parties that they 
had in 1990. Secondly, the popularity of the 
Janata Dal under l-aloo’$ prekdentship had 
deteriorated a lot. Thirdly, it was clear that 
the party did not work hard to expand its 
base. All these affected the alliance. Out of 
the 44 Luk Sabha teats the Janata Dal con¬ 
tested. leaving eight seats to the CPI and two 
to the CPI(M). Laloo fielded 17 of his sitting 
MLAs including five cabinet ministers. As 
many as sevenof the 17 MLAs weredeletted. 

The election of the 10 Janata Dal MLAs 
to the Lok Sabha rendered the Janata Dal 
government four seats short of a majority in 
the 324-menibcr state l^slative assaabty. 
The Janata Dal had 169 MLAs. The im¬ 
mediate fall out was that like in the previons 
state legislature (1990-95), Laloo's govern¬ 
ment depended on alliance paitnen, the CH 
and (he CPI(M) which had 23 and fix 
members respectively.* The other evidenee 

of (he unpopufatrity of Lakw and the JD «« 
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chat along with the 19<MLakSal>ha election, 
there were by-eleciiniu to four Awembly 
teats. The Janata Dal couldn't win a single 
teat. 

Furthermore, in the by-elections held for 
10 seals to the Vidhan Sabha (legislative 
assembly) that took place on October 11, 
19% (i e. afterthe Lok Sabha elections), the 
B JP-Samata Patty combine wrested four seats 
from thelanata Dal The BJP and the Samaia 
Party entered intoan electoral alliance sharing 
six and four seats respectively.'* There were 
indications in some cases that Laloo could 
not secure votes of his own caste, yadav, ftir 
the Dal nominees belonging to the non- 
yadav castes. That clearly meant that for the 
first time afier 1990 Laloo could not take 
the votes of yadavs for granted at least for 
non-yadav candidates sponsored by him. 
Three assembly scats hod fallen vacant 
following departure of the three MLAs who 
were elected to the Lok Sabha in May 1996 
and became prime minister Deve Gowda’s 
union ministers also. They were Kanti Singh, 
Raghubansh Prasad Singh and Chandradeo 
Prasad Verma who represented Pint, Bel sand 
and Paliganj assembly constituencies 
respectively. In none of these three assembly 
constituencies could Laloo's candidate win. 
Betsand and Paliganj seats went to BJP- 
Samata nominees and Piro was wrested by 
Shi vanand Tiwardi. the general secretary of 
the Samaia Party. Lovely Anand, wife of 
Anand Mohan Singh, a Samata Party MP 
snatched the Navi Nagar assembly consti¬ 
tuency from the Janata Dal. Laloo had put 
up fihima Yadav as the JD candidate who 
was trounced by Lovely Anand with a com¬ 
fortable margin of more than 7,000 votes. 

Anand Mohan Singh, a rajput tough, was 
the founder of Bihar People's Party (BPP), 
largely a rajput outfit. The BPP later merged 
withtheSamataParty. Analliancecould thus 
be seen emerging between (a) the forward 
castes and the tradesmen (usually the banias) 
represented by the BJP, (b) the non-yadav 
middle castes like koeri, kuimi and mahato 
under the Samata Party, and (c) a section of 
the rajputs represenied by the Bihar Brople's 
Party. In the assembly by-elections, a steady 
erosion in Laloo's electoral base was 
noticeable. 

The alliance partners of the Janata Dal - 
the CPI and the CPI(M) - felt that Laloo 
conducted himself too much like abig brother 
and settled the adjustment of seats with a 
strong arm. The communist parties wete 
extending support to Laloo’s government 
before and after the 19% election because 
their national leadership directed them to do 
so. The rank and file of the local party units 
were, however, very unhappy about Laloo's 
style of handling the alliance. In 1991, the 
CPI had won eight Lok Sabha seats and the 
CPI(M) one. In 1996, they asked for more 
consiitucncies.InparticuIar,theCPIwas very 
keen on having Jamshedpur but was denied 


the cofud tuency. Theiwo communist pHtks 
wereallotted eight and two seats respectively. 

One could debate the meriu of the claims 
and counterclaims of these a4juttmcnts of 
seats, the fact that the Janata Dal and the CPI 
supporters were not working in unison was 
manifested in five constituencies where the 
alliance lost. They were Buxar, Motihari, 
Munger, Hazaribagh and Nalanda. The 
winner in all these constituencies was the 
BJP-Samata Party alliance. Likewise, the 
CPi(M) lost Nasradah, the only seat to its 
account in 1991. The CPI(M) cadre also 
complained of non-cooperation on the port 
of the Janata Dal workers. The lack of 
effectiveness of local level alliance was 
usually because of the presence of rebel 
candidates or indcpendentcandidates cutting 
into the votes of the majority castes. As we 
will see later, the CPI and CPI(M) paid the 
price for insincerity and indifTerence on the 
part of the Janata Dal. 

Janata Dal and CPUML) 

The CPKML) led by Vinod Mishra, which 
had eaiiierexlcrHlcd support tothe formation 
of Laloo's government in 1990, was also 
disillusioned by the chief minister because 
his administration had failed 'tocurb violence 
and atrocities against its mass bases and 
cadres'.’ The CPl(ML), therefore, decided 
to switch its .support to the Samata Party. 
From the ideological standpoint of the 
CPI(ML), the Samata Party was not 
fundamentally different from the Janata Dal 
in its political and social outlook.The Samata 
Party, with its support base among the kurmi 
and koeri castes, was just like Laloo’s Janata 
Dal which had yadavs consolidated behind 
it. Koeris and kurmis along with the yadavs 
were all members of the OBCs and a vast 
segment of which was the most formidable 
upcoming section of the Bihari rural society, 
liieir landed interest had been behind 
instigation and killings in some of the most 
infamous cases of political violence. Their 
movement up the socio-economic ladder had 
been at the expense of the landless harijans, 
tribal people or extremely backward castes 
(EBCs). The CPI(ML), therefore, should 
have maintained equal distance from both 
the Janata Dal and the Samaia Party. But the 
exigencies of electoral politics demanded 
the CPI(ML) too had an alliance partner. In 
terms of seats, however, the CPI(ML) drew 
a blank. 

Congress: No Alliances, Poor Performance 

it is remarkable that the Congress did not 
have an alliance partner in 1996. In I970t, 
the Communist Patty of India always had 
seal aryustmems with the Cbngrets(I). Since 
(he JD did not have an alltMce with the 
Jharkhand Mukti Morcha, (he Congreu 
should have wotked out a tactical alliance 
with the JMM, a party of the inhabitanu of 
the Chotanagpur-Sanitial Patgana regkm. 


After all. the JMM MPa did vole for (be 
motion supporting the govemmeni of P V 
Narasimha Rao in 1992. In fact, before the 
1996 election both the Congress and the 
JMM were discredited to a great extent The 
Congress vron Begusarat, the lone Lok Sabha 
seat and a wranan MP in 1991. In 1996, 
Begusarai was lost to Rainendra Kumar, an 
independent. 

In numeiical terms, the Congress doubled 
its strength in 1996 by winning two sesit. 
Hie credibility of the Congress as a national 
party was all time low since 38 of its 5.3 
candidates in the field forfeited their deposit. 
Whereas in eight constituencies (Buxar, 
Chapra, Siwan, Motihari, Bettiah, Barti, 
Hajipur and Kishangaiy) the Congress had 
less than 10,000 votes. In Maharajganj, the 
party polled just a little over 2,000. Many 
leading stalwarts like Ram Lakhan Singh 
Yadav (Arrah), Krishna Sahi (Begusarai), 
Dhanik Lai Mandal (Jhanjharpur), Ramesh 
Thakur (Bhagalpur) and S N Sinha 
(Aurangabad) lost (he election. 

Compared to its performance in 1991, the 
Congress in Bihar achieved a n^ati ve swing 
of votes in 1996 which was around 13 per 
cent. This was against the national negative 
swing of over 8 per cent. The national 
percentage of votes for the Congress (28.1 
per cent) in 1996 was against 36.5 per cent 
in 1991. The percentage of votes polled by 
the Congress was well below 30 in Bihar. 
Below the critical level of 30 per ctmi maik, 
votes cannot easily be translated into seats 
unless there is a muiti-comered contest.' 

Bihar, therefore, joined Uttar Pradesh in 
the list of those states where the (Congress 
had been marginalised. In Assam, Haiyana. 
and Karnataka, the Congress was on the 
brink of being marginalised. In all, there 
were 92 Lok Sabha seats in 1991 where the 
Congress finished third or below. This time 
around, the number rose to 144. In aJmoei 
every election held so far. split in non- 
Congress votes always helped the Congress. 
In 19%, the split factor did not favour (he 
Congress except in Andhra Pradesh." 

Laloo’s Reverses: Some Explanations 

The unprecedented victory of the JD at the 
assembly election of 1995 had created an 
invincible image of Latoo. That image was 
negated by the voters of Bihar within a year. 
One of the major reasoot for the reverses 
of the JO was that in Bih^-, with the change 
of parties in power, the repressive nature ul 
the government had never changed. Laloo’s 
government sought to survive on the ideology 
of ‘social justice' which would have mobi¬ 
lised the OBC!s, workers, daliu and women 
But during the JO gover nm ent the detnunds 
of the peasants continued to be ignored and 
their aghallons were suppressed in the areas 
of Bhojpur, Gaya, JehindMd, Aurangabad, 
and Palamau. There w« no let up in the 
ongoing conflict between peauml organi- 



satkmi and land-owning clus. Peaiani- 
wofkerorganiutloni were banned while the 
private armlet of land-owning ctass were 
allowed to gain in strength. 

Women, who constituted almost half of 
the population of Bihar were ignored. The 
Women's Commission, which was set up 
with representations from various mass 
women's organisations, never took off."’ 

Laloo had to depend largely on his own 
charisma to rally people around himself or 
at best on the manipulation ofcaste equation, 
mainly the alliance of the Muslims and the 
yadavs.Twelveoutof44JD tickets were given 
to the candidates of the yadav caste alone." 
The share of the yadavs, therefore, worked 
out to a little more than 27 per cent. The share 
of the yadavs in the population of Bihar is 
about 12.3 percent Inother words,more than 
one out of every four Lok Sahha candidates 
of the Janata Dal was a yadav. Many of 
Laloo's handpicked candi-datesdid not have 
aclean public image. At least 17 of them were 
membm of the current legislative assembly 
who had not even sought party tickets. 

Laloo's administration did not deal with 
the problemof vkilenceon the weaker section. 
His Tint term did witness the 'Tiskhora 
massacre' near Patna where criminals hired 
hy yadav landlords killed 11 hanjans. Laloo, 
who had earned the reputation of personally 
visiting the violencc-afrected areas, was found 
wanting in takingactionogainst the culprits." 
Added to this was the pour economic pertor- 
mance of Laloo's government which was get- 
tinginvolveddcepcrincorru pi ion, the animal 
husbandry scandal being the leading one. 

II 

RegioDwiae Analyses of 1996 Electioa 

For a regionwisc analysis, it is convenient 
to divide the state in four zones on the basis 
of the language/dialeci spoken in each area 
(Table). The north-west part ot Bihar adjacent 
to Uttar Pradesh is idoitifted as Bhojpur 
area which has 11 parliamentary (Lok Sobha) 
constituencies. The north-east pan is called 
Vazika-Mithila with 16 scat.s in the Lok 
Sabha. The central part, which appears like 
u buffer between the north and the south, is 
Anga-MagacOi that contains 13 Lok Sabha 
conitiluencies. The entire southern part of 
Bihar spanning from Rajmahal in the east 
to Paloinau in the west is known as the 
Chotanagpur-Sanihal Pargana region. Here 
in this essay it is referred to as the Jharkhand. 

In 1991, the JD in alliance with the CPI. 
CPM turd JMM, had almost swept the poll. 
It won as many as 46 out of 34 scats. Only 
five seats went to the BJP and Just one to 
the Congress. The national resentment against 
the short-lived governments of V P Singh 
and Chandruhekhar at the centre following 
the ninth general election (1989) and their 
internai wrangling were successfully 
weathered In Bihar by the Janata Dal. 
Politicisation of the OBCs following the 


implementatkM of the Mandal CooimtuioD 
Report by V P Singh had consolidated their 
support behind the Janata Dal. For the JD, 
the total number of seals and percentage of 
votes at the national level declined from 142 
(17.7 per cent) in 1989 to 39 (11.8 per cent) 
in 1991. However, in Bihar the Janata Dal 
maintained the same number of seats (31) 
and a slight slump in the share of votes (from 
36.4 per cent in 1989 to 34.1 per cent in 
1991)." In fact, the success of the JD alliance 
in Bihar in 1991 affected the Congress and 
the BJP in terms of their number of scats. 
But they improved in terms of percentage 
of votes. The Congress came down from four 
scats in 1989 to only one in 1991 aixl its 
percentage of votes also declined from 28.1 
per cent to 24.2 percent. The BJP's number 
of scats dropped from nine to five. But the 
BJP gained in percentage of votes from 13 
per cent to 16 per cenl.’^ 

In 19%, the picture changed considera¬ 
bly." The results of the Vazika-Mithila and 
the Jharkhand regions presented a study in 
contrast. In the Vazika-Mithila. the JD 
maintained its hold by securing 12 (and 14 
with alliance partners) out of 16 seats. The 
BJP couldn’t get a single seat. In the 
Jharkhand, on the other hand, the BJP took 
away 12 out of 14 seats. The JD and its 
alliance partner could not win a single seat. 

In the Bhojpur and the Anga-Magadh re¬ 
gions the results were mixed. Out of 11 .seats 
in the Bhojpur, the JD secured four scats as 
against seven by thealliance of the BJP (five) 
and the Samaui (two). In the Anga-Magadh, 
out of 13 scats the JD had six (and eight with 
alliance partner, the (TI) as against four by 
the allioiKx of the BJP and the Samata 
securing one and three scats respectively. 

In the Jharkhand region, the JD's alliance 
in 1991 with theJMMhadpaidrich dividend. 
The JMM had won six seals, the CPI and 
the JD had one and two each. In this region 
the JD was hit hard in 19%. Four of the six 
JMM seats were taken away by the BJP. Out 
of the remaining two, one was retained by 
the JM M and the other went to the Congress. 
The JMM did not have alliance with the JD. 
As it isobvious, the beneficiary of the JMM's 
unpopularity was not the JD but the BJP. 
In fact tlie JD lost two of its own scats to 
the BJP. Thus, in the Jharkliand region while 
the BJP retained all it hud won in 1991, it 


added seven leau to its number. 

Bhojpur was the other region where the 
JD lost more than half of its scats. In 1991, 
the JD and the CPI bad bagged all the II 
seats (the JD nine; and the CPI two) from 
the region. In 19%, the JD had to slay 
contented with only four seaU. The BJP- 
Samata unseated both the CPI candidates 
and look over five from the JD (five by the 
BJP and two by the Samata). 

In the Anga-Magadh region, the JD could 
win six seats, the same number as it had in 
1991. In 1991, with the help of four seats 
won by the (TPI and one by the C!PI(M). the 
JD-Lctt alliance had secured II out of 13 
scats in this region. One election was 
countermanded and one went to the Congress. 
But the BJP was not able to secure even one 
seal, in 19%, it was a measure of success 
for the BJP-Samata alliance that it got four 
(the BJP one; and the Samata three) sots. 
The Congress winner from Begusarai, the 
only Congress seat in 1991 from Bihar, was 
defeated by an independent candidace. The 
two CPI and the one CPM winners in 1991 
were dislodged in 19%. However, the CPI 
held on to two of iu ettariris - BaJlia and 
Jahanabad - for the third iime since 1989. 
This is the region where themancists including 
the radical marxists still have some degree 
of influence. That may be one reason why 
the BJP has not been so successful in 
expanding its influence although this region 
had sent two BJP winners in 1989, one from 
Patna and the other from Gaya. 

The Vazika-Mithila region has shown a 
strong favour for the Janata Dal for the third 
electioninarow.In i989,bairingMa(fiuibani 
and Kishanganj, the JD had won all 16 
constituencies. The same trend was repealed 
in 1991. In 19%, the JD maintained a strong 
lead with 12 out of 16 seats. The four scats 
the JD was not in were Madhubani, Sheohar. 
Puriica and Katihar. Sheohar (Samata Party) 
and Kalihar (Congrevs) were Ihc only two 
places where the parties opposed to the JD 
could win. Interestingly, in Pumea. the JD 
was committed to its alliance partner, CPM. 
The leadership, rank and flic of the JD, 
however, worked for the candidate set up by 
the Samujwadi Party leader Mulayam Singh 
Yadav from UP. 'The JD lost its Muslim 
candidate Mufti Mohammad Syedin Katihar 
from where Tariq Anwar of the Congress 


TAtUi: ReOIONWBE I>STRIIU110N of CoNSTnVENCIES 


I Bhojpur: Baguhga. .S C (I), Reitiuh(2), MoUhari (.t).Gopolganj (4). Siwan(3). Mafaugiaq (^ 

Chopra (7). Anah (.16), fiuxur (.17), Sasoram. SC (38), Biknungonj (.39). 

II Vazika-Mithila;Hajipur, SC (8). Vaishali (9). Muzaffaipur (10), Silamarhi (II), SheotetIZ), 

Madhubani (13). Jhanjharpur (14), Uarbhanga (I.S). Roscra, SC (16). 
Samaslipur (17), Sahana (20). Matttiepura (2 i 1. Araria. SC<22}. Kitha^anl ( 23 ), 
Purnea (24). Kalihar (23). 

IB Anga-Migadh; Bait<l8j,Bslia(l9).Banka(29).BIui|alpur(.3fl).Khagaiia(JI),Moi4lhgrT(32). 

Begusarai (33). Nalanda (34), PaUn (3.3). Aurangaliad (40). JahiMbad (41L 
Nawada. SC (42). Caya. SC (43). 

VI Ihaikhond: Kajmahal. ST(26). Dumka. ST (27). Godda (28). Cham (44i, Koderma (4 S)l 
O iridih (46), Dhanbad (47). Haaaribagh (48). Ranchi (49). lamshed^ (SO), 
Singhhhum, ST (,(I). Khumi. .ST (.(2). Luhordagga, ST (S3), Patamaii, SC (34), 
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won hands down. Kalihar was a case which 
indicated thui Laloo couldn't always take 
Muslim votes tor granted. Syed was from 
KashmirdnJthehomemini.stcrin V PSingh's 
cabinet in 1989. He had not paid adequate 
attention to his constituents between 
1991-96. Despite several apologies given by 
Laloo at election meetings and on intensive 
election campaign, the voters of Katihardicin't 
give him another term. 

Ill 

Interplay of Caste and Communal 
Dynamics 

CoNhORMATtON OF YaDAV'S SoLIOARITY 

In the past, .senior Congress leaders 
including chief ministers belonging to the 
forward castes have enjoyed, almasi undivi¬ 
ded support and loyalty of their caste men 
also.'* The chief ministers like Shri Kri.shna 
Sinha (bhumihar), Anugraha Narain Sinha 
(rajput). Binodanand Jha (brahmin) and 
K B Sahay fkayastha) are .some of the exam¬ 
ples. The result of the 1996 election showed 
that Laloo emerged or reaftlrmcd as the 
undisputed leader of the yadavs in Bihar. His 
influcnceon the yadav voters wasunavsailcd. 
TTic voting behaviours of three representative 
constitutcncies. Arnih in the Bhojpur area 
and Saharsa, Madhepura and Pumea in the 
Vazika-Mithila area bear this out. 

In 1991. Arrah was represented hy Ram 
LakhanSingh Yadavon llv Janata Dal ticket. 
A formerCongressman and the unquestioned 
leader of the yadavs until early 1970s, Ram 
Lakhan later defexted to the Congress m 
exchange tor a ministerial position in 
NursimhaRotr'scabinei. in 1996.nominated 
by the Congress fn>m Arruh, he was counting 
on the yadav and traditional Congress .support. 
But Ram Lakhan, who received 40.9 per cent 
of the votes in 1991, could not even finish 
third. The yadavs along with other back ward 
caste voters rallied behind the Janata Dal 
candidate Chandradeo Prasad Verma who 
defeated his nearest Samata Party rival R P 
Singh by a little more than 40,000 votes. 

Mostcertainly, Ram Lakhan wa.sunpopular 
because of the urea scam for which his 
fertiliser ministry was responsible. But it 
also signalled succes.sion of Laloo over him 
as the leader of the yadavs. Arrah also falls 
in the area where radical marxist parties, e g, 
Indian People's Front (IPF) and others have 
considerable influence.” 

Both Madhepura and Saharsa arc 
considered to be yadav domi naled segments. 
The yadavs, in alliance with any other social 
group, preferably the Muslims con carry 
their candidates without much difFiculty. In 
Madhepura, therefore. Sharad Yadav, Lola's 
close confidant from Madhya Pradesh, 
repealed his performance in 19% with his 
victory over A Mandal ISanuta Party) by a 
margin of 237,144 votes. In 1991, Sharad 


Yadav had secured 66.4 per cent votes over 
his Janata Party contestant Anand Mohan, 
who secured only 23.1 per cent votes. Anand 
Mohan was later to found a parry mainly of 
and for the rajputs. the Bihar People's Party 
(BPP). The BPP later on merged with the 
Samata Party. 

From Saharsa. Surya Narain Yadav was 
a Janata Dal member of the Lok Sabha since 
1989. Came the 1996 election and he was 
again a tunning candidate but not of the JD 
but of the Congress. The JD fielded Dinesh 
Chandra Yadav, relatively fre.sh inihe contest, 
and defeated .Surya Narayan Yadav by 
1,00,000 votes. This confirmed Laloo’s grip 
over the yadav voters tif Saharsa. 

Pumea: A different case 

In Bihar elections, as i.s well known, the 
caste factor almost invariably takes 
prcccdcnceover other considerations. Pumea 
was a ca.se where Laloo proved the dictum, 
blood is thicker than ideology. Laloo showed 
preference fur Ins own casic man. He did not 
campaign for the CPl(M). an alliance partner 
of the Janata Dal, because of the Yadav 
factor. In the Pumea Lok .Sabha constituency, 
Mulayam Singh Yadav, the Samajwadi Party 
leader and a former chief minister of UP had 
put up a candidate, Rajiv Ranjan alias Pappu 
Yadav. Pappu Yadav was said to havecrimi- 
nal antecedents but enjoyed considerable 
popularity in the area. He was pitted against 
a veteran CPIfM) candidate. In that consti¬ 
tuency, Mulayam and Pappu Yadav gained 
political edge because they condemned the 
CPI(M)'s local land-grab movement. 
Obviously. Laloo did not campaign for the 
OPKM) because of the caste factor.'* The 
polari.saiion for and against Pappu Yadav 
was so complete that the CPKM) candidate 
did not even come second. That po.silion was 
taken by R R Gupta of the BJP. He was, 
however, behind Pappu Yadav hy a record 
3,16,1SS votes. At times, such a landslide 
of votes is indicative of a large scale booth 
capturing and slulTing of ballot boxes with 
ballot papers. In 1991, the election m Pumea 
Lok Sabha constituency was countermanded. 

Vaishaii: A test growtd for intra-foru^rd 
castes rivalry 

Vaishaii presents an interesting sample 
Case of intense rivalry among the forward 
castes and their accommodation with the JD. 
Although bhumihars arc in considerable 
number in Vaishaii, it has been looked upon 
as a preserve of the rajputs. Mure so since 
1980. Before a sharp polarisation took place 
between (he backwards and the forwards, 
Vaishaii has been a battleground where the 
strength of the bhumihars and (he rajputs 
were tried out. In 1984, two women, Kishori 
Sinha (rajput; Congress) and Tarkeshwari 
Sinha (bhumihar: Lok Dal) were in the fray, 
Kishori Sinha won with 47.S per cent votes. 


Tarkeshwari Sinha came a close second with 
43.9 per (rent votes. Kishori Sinha’s victory 
established rajput’s primacy.'"Tarkeshwari, 
d(»pite the assured support of the backward 
Lok Dal constituents and the bhumihars, 
couldn't carry what was considered to be a 
prestigious election. Familiar with the voting 
pattern of Vaishaii, the JD has been fielding 
a rajput candidate and winning the Lok Sabha 
election in Vaishaii since 1989. In 1996, 
Laloo fielded the tried and inisted member 
of his cabinet, Raghuvansh Prasad Singh 
who scored a comfortable victory over the 
Samata Party candidate, Vrishan Patel, a 
backward by .IS.tXIO votes. Earlier in 1989, 
Usha Singh (woman) won for the JD with 
62.8 percent votes and in 1991 StieoSharan 
Singh with S4.7 per cent votes. Both (he 
winners were the rqjpuls. 

ScHEDULEiJ Castes CoNsirruENriES 

The performance of the Janata Dal in the 
scheduled caste constituencies was very 
impressive. Out of a total of eight constitu¬ 
encies thrcc-Palamau, Sasaramand Nawada 
- went to the BJP. whereas the relhaining 
five scats - Araria. Bagaha, Gaya, Hajipur 
and Rosera - were claimed by the JD in the 
outgoing house of 1991: except for Nawadah 
and Palamau, the JD had six out of eight scats 
reserved for the scheduled castes. 

In Bhojpur region, the JD suffered a set¬ 
back at the hands ofthe BJP-Samata alliance 
os it lost two of its SC seals, Bagaha and 
Sasaram. Mahendra Baitha was the JD MP 
from Bagaha in the outgoing Lok Sabha. In 
1991, he hud secured 46.4 per cent voteii as 
against 34.1 per cent of Kanchan Baitha 
(BJP). Mahendra Baitha had since switched 
to the Samata Party and with the BJP put 
up a joint contest against Laloo's minister 
of animal husbandry, Bholaram Tuofam. 
Despite an intensive campaign, which tn the 
case of Bihar means investment of money, 
muscle and ministerial powers, the JD 
couldn't unseat Mahendra Baitha. Mahendra 
won hands down with 56,(XX) voles. The 
defeat was so frustrating for Toofani that he 
stabbed himself in an alleged attempt to 
commit suicide.”' 

In Sasaram. the incumbent JD MP Chedi 
Paswan was unseated by 53,633 voles by a 
relatively new BJP candidate, Munni Lai. 
Sasaram was a case where the BJP benefited 
from the alliance with the Samata Party. In 
1989, the BJP was not even in the race. In 
1991, it came third with 8.6 per cent votes. 
All .segments of voters seemed to have rallied 
behind the BJP-Samata alliance. Chedi 
Paswan had a recordof defeating the Congress 
candidate Mecra Kumar twice in 1989 and 
1991 with 57.7 per cent and 44.5 per cent 
votes. Meera. an ex-foreign service officer, 
is the daughter of Jagjivan Ram. She came 
second in 1989 and 1991 with 36.3 per cent 
and 39.7 percent votes. In 1996, theCon|rcs.s 



candktatewunotevenintheconCcfLSasanun 
also preMntcd an example to show that voters 
did not recognise hereditary rights to 
succession of a patliamentary seat. Meera 
was asked to contest in i9l)9 and i99l for 
the Congress because her father, Jagjivan 
Ram had represented Sasaram since the first 
general election. In his capacity as a central 
minister, he had nourish^ Sasaram for a 
long time. The constituency, however, did 
not feet obliged to pay its gratitude to his 
daughter. The largcr^lianceofsocial groups, 
thus far with the Janata Dal, had now tilted 
in favour of the BJP-Samata. Away from her 
home constituency, Meera ha.s since been 
contesting eiectiuns from other places. In 
1996, she was elected as a Congress MP 
front the Karolbagh reserved parliamentary 
seat in Delhi. 

The three SC scats ot the Vazika-Mithila 
area - Hajipur, Rosera and Araria - were 
wonbytheJanataDal.InHajipur.RamVilas 
Paswan defeated his Samata fWy rival Ram 
Sundar Das by a slender margin of 45,000 
voles. This margin was way heiow Ins 
performance in 1989 (84.1 per cent). Since 
1977 Hajipur has been the favourite 
constituency of Ram Vilas Paswan, a 
prominent leader of the scheduled casic.s 
(harijans or dalits) and a rival power centre 
in the JD.-' However, in 1991 he switched 
his constituency to Rosera and won with 
62.3 per cent votes. Ram Sundar Das, a 
seniordalitleaderandaformcrchief minister, 
won Hajipur over his Janata Party rival with 
65.8 per cent votes. Then Ram Sundar Das 
was in the JD. In 1996, Araria was retained 
by the Janata Dal incumbent, Sukhdeo 
Paswan but with reduced margin of votes 
overhis BJPchallengcr. Rosera was iheonly 
constituency in this region where the JD 
candidate Pitambar Paswan won with u huge 
margin of 1,23,000 voles over hi.s .Samata 
Party candidate. In none of the three consti¬ 
tuencies did the Congress come second. 

In the Anga-Magadh area, while Nawadnh 
was taken away from the CPI(M) by 
Kameshwar Paswan of the BJP, Gaya was 
retained by the Janata Dal. In Nawada, the 
CPI(M) had a scat adjustment with the JD 
and their cadre complained that the JD 
supporters didn’t work hard for their 
candidate Prem Chand Ram who was returned 
in 1989 and 1991 with an impressive 47.8 
per cent and 51.7 per cent of votes. 
Kameshwar Paswan had been a BJP member 
of the Rqjya Sabha (the Upper Hou.se of 
Parliament). In 1996, against thescal vacated 
by Kameshwar Paswan, the BJP nominated 
a movie star from Bihar, Shatrughan Sinha 
for the Rajya Sabha.” He proved to be a star 
campaigner for the BJP and an effective 
uiban-iophisticatcd counterweight to tural- 
luilic Laloo. 

In Gaya. Che JD replaced its 1991 MP, 
Rf(^eih Kumar with a woman candidate. 


Bhagwati Devi. Bhagwati Devi was at one 
time a Slone crusher and a social worker. She 
worked her way up to become a JD MLA. 
She came from a socio-economic' class 
dilferent from the class that Phoolan Devi 
nr Mayawati Devi of UP or Krishna Sahi or 
Gtija Devi of Bihar belonged to. Although 
Gaya was represented by the BJP in 1989 
with an impressive 58.6 per cent votc.s, its 
share of votes dropped to a mere 5.2 per cent 
III 1991. In 19% also it was not Ihe BJP- 
Samata alliance, but the Congress which was 
the closest challenger to the JD. The JD 
could manage to win by only 15,623 votes. 
In 1991, the share of the Congress vote was 
41.6 per cent. 

In the Jharkhand area, Palamau was the 
only constituency for (lie scheduled caste 
which was retained by the BJP but the winner 
was a different candidate, Braj Mohan Ram. 
TheJDhad also changed itscandidaieJorawar 
Ram who was a winner in 1989 and a chal¬ 
lenger inl99I.Ini99l, Palamau was taken 
away by the BJP from the JD with 37.9 per 
cent votes. In 19K9, the JD had detcated a 
BJPcandidaie wiih 37.3 per cent votes. Ever 
since the election of 1984, when a hanjun 
woman candidate of the Congress, Kamola 
Kumari was elected to the Lok Sabha for the 
fourth time with 72.5 per ccni votes, the 
Congress hasn't come anywhere close to the 
race. In 1989 and 1991, it had to be content 
with 23.4 per cent and 13.6 per cent votes. 

SriiCDiiLro Tribes Ri servf.o 
CONSTITOESC'ICS 

Spanning from Rajmahal in the cast to 
Lohurdaggu in the west, all five reserved 
constituencies for the scheduled tribes fall 
in Chhoianagpur-Santhal Parganas, for 
convenience idenlilledhere as the Jharkhand 
region. The area, rich in natural resources 
and heavy industrial establishments, isat the 
same time the poorest in per capita income 
and investment.'' The Christian missionaries 
have been quite succcsslul for a long time 
with their philanthropist and proselytising 
activities. The movement launched hy the 
Jharkhand Mukti Morcha (JMM) party for 
a separate J harkhand state also owes its origin 
to agmupufeducoted Christian tribal youth." 
Naturally, vanousChristian missionaries and 
their allied organisations extend support to 
different political parties. Whcrca.s the 
followers of the Roman Mission of West 
Germany and the CaiholicMissionoftheUS 
were considered to be Ihe vote hanks of the 
Jharkhand leaders, Ihe Mission of the Pope 
was sympathetic to the Congress.-' As the 
popularity of the M Ps belonging to the J MM 
declined toauseof the bribc-for-voie scandal 
at the centre."* the missionaries seemed to 
have inclined more towards the Congress 
rather than to the JD or the BJP. 

The BJP has ii.s own strung intluence in 
the region and has been consistently growing 


in strength. Beginning with Vanvasi Kalyan 
Kendra, an organisation of the Rashlriya 
Swayam Sevak Sangh fRSS), the BJP has 
expanded its influence through the grass 
roots vananchal. Moreand more tribal people, 
disposed neither to the Jharkhand parties nor 
to the Congress, are inclined towards Ihe 
BJP. The urban foitxs and the urbanising 
tendencies in the region also work in favour 
oftheBJP.In 1991,IbeJMM had an alliance 
with the JD. That helped the alliance secure 
three out of the five seats reserved for the 
scheduled tribes in the Lok Sabha. From all 
the three constituencies (Dumka, Rajmahal, 
and Singhbhum), however, the JMM were 
the winners. In 1996, Laloo decided to go 
alone i n t he Jharkhand region. The J M M and 
Laloo had fallen apart on Ihe i.uue of non- 
implementation of the Jharkhand Area 
Autonomous Council (JAAC).” Laloo's 
administration, having agreed to the plan for 
the JAAC as a compromise between the 
status quo and full statehood, went back on 
Ihe promise and allowed the council to starve 
of funds.’" 

The Janata Dal’s unpopularity was, 
therefore, writ large in the ichcdul^ tribe 
reserved constituencies. It was not even one 
of (he first two leading contestants. Out of 
the five constituencies reserved for the 
scheduled tribe, three (Singhbhum, Khunti 
and Lohardagga) went to the BJP and one 
each to the Congress (Rajmahal) and the 
JMM-S (Dumka). In all the three places 
where the BJP won, the Congress was the 
runner up. In Dumka and Rajmahal, the BJP 
and the JMM-S respectively finished second 

Rajmahal and Dumka were the two 
constituencies where the JMM-S still had 
.some following. Although SmKin Marandi 
(JMM-S), n iwo time MP from Rajmahal, 
was defeated by the Congress with a huge 
margin of 1,43,(X)0 votes, yet the JMM-S 
wa.s ahead of other partiesincludingthe BJP. 
Dumka remained the citadel of Shibu Soten, 
the father figure of the J M M. His popularity, 
however, consistently declined. In 1989 and 
1991, Shibu Soren won with 60 per cent and 
58.3 per cent votes respectively. In 1996, he 
could defeat his BJP challenger. B L Marandi 
only by a narrow margin of 5.478 votes,"' 

In Lohardagga and Khunti Ihe BJP 
registered its pre.scncc in 1984 aixl 1989 
re.spcclitely with around 20 to 30 per cent 
votes. In 1996, Lohardagga, a constituency 
mostly under the (\ingrcss, sent Lalit Oraon 
(BJP) to Lok .Sabha for the second consecutive 
term. Khunti is llte only constituency where 
Ihe BJP won the third election in a row and 
the incumbent Kana Munda was elected for 
Ihe fourth time. In 1977, he won as a BLO 
candidate of the Janau Party, in aH other 
tribal constituencies, the BJP emeiged as a 
leading contestant only in 1991. la 
Singhbhum, for example, the 1996 deciwa 
saw the BJP coming to the top over bofh dte 
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JMM iod the Congress. In the past six years, 
therefore, the trieteoric rise in the influence 
of the BJP in these segments has been 
phenomenal. The Congress and the JMM 
have been the mam losers. 

It was a measure of popularity of the JMM- 
Sanditsieadersthatin 199 l.th^ represented 
non-rese> ved, open constituencies too. 
Godda, Giridihand Jamshedpur had JMMCS) 
MPs. in 1996, they were all replaced by Ihc 
BJP. The BJP was the beneficiary of various 
corruption charges in which the JMM(S) and 
the Congress were mired in Delhi between 
1991 and 1996 Musi importantly, the 
integrity of the Jharkhand Icatters became 
very suspect because they apparently worked 
for their own aggrandisement and not for the 
promised Jharkhand .state.''' 

Women Winners in Bihar 

For 54 lark Sabha seats in Bihar, there 
were 41 lady candidates in 1996 election 
which worked out to 0.75 lady candidate 
for every scat. This compared poorly to. say, 
UP where for 85 scats there were 107 
nominations by women (i e, 1.25 candidates 
for every seat) or Karnataka where for 28 
seats there were 71 nominations (i e, 2.53 
candidates per scat).” Out of 41 carxlidatcs 
in Bihar, only three could win and six were 
in serious contest. Ail remaining 35 
candidates forfeited their deposit. In UP by 
comparison, only nine candidates could win 
the election and 93 forfeited their deposit. 
Only five were in a serious contest. In 
Karnataka, out of 71 candidates only one 
woman came out winner. Sixty eight 
candidates forfeited their deposit and only 
two were in .serious electoral competition.'^ 
Nationally, women remain under-repre¬ 
sented, and Bihar is not an exception. In 
1984, Bihar had the distinction of .sending 
the maximum number of women MPs (nine) 

- all Congressd) - from a single state, 
although it may he besides the point that at 
least five of them were the immedi ate relatives 
of the then party bosses. 

In 19%, all the three successful candidates 
had three typical circumstances in which 
they contest^ and got elected. In Gaya, a 
constituency reserved for scheduled caste, 
Laloo picked up Bhagwati Devi, a (loci Ic and 
pi iable sining M L A from one of the segments 
of Gaya. A former daily wage earner as a 
stone crusher, she was a proxy candidate for 
Laloo. Despite Lalno's relative unpopularity, 
she could scrape through with a lead of 
15.623 votes over her Congress rival. 

Bikramganj, another constituency to send 
a woman, has traditionally been represented 
by iberajpuls. Laloo reportedly hand-picked 
Kami Singh, a brand new hand in politics. 

A political nonemny. her only (pjafification 
was that she was the wife of a friend of 
Lalcxt." However, bemg a rajput and a 
woman, she fulfilled the two other quali¬ 


fications. She could win with a narrow margin 
of 2,400 votes against a veteran socialist 
leader, Vashishta Narayan Singh, also a 
rajput. He was put up jointly by the BJP and 
the Samata Party. 

The result of Bikramgat)) is indicative of 
a vertical split among voters in extending 
support to the two candidates. Konti Singh 
won with the support of the backward castes, 
mainly the yadavs. But it is also clear that 
a sizzle section of rajputs voted for her. 
Laloo's strategy of wooing a section of the 
forwards, i c, the rajputs yielded favourable 
results in Bikramganj. 

Dhanbad was liie only place from where 
its sitting M P Rita Verma (BJP) was returned 
with a convincing margin of 22,0(X) votes 
over her JD rival .Samaresh Singh. In 1991, 
the BJP nominated her after her husband 
Randhir Verma, an upright Indian police 
service ofliccr Was murdered in Dhanbad. 
Samaresh Singh, a tough man in the coalfield 
area dominated by coal mafia, was earlier 
in the BJP. After Laloo reportedly engineered 
a split in the Bihar BJP unit, some state-level 
notables from the BJP like Samaresh Singh 
and Inder Singh Namdhari joined the JD. 
While Samaresh was defeated in Dhanbad, 
Indcr Singh Namdhari lost in Jamshedpur. 
Often times, voters in Bihar have punished 
the defectors. In 1991, Rita Verma had 
defeated A K Roy, a Bengali Marxist 
inielleciual and a trade union leader. He 
represented Dhanbad in 1977,1980and 1989 
as a member of the Maaist Co-ordination 
Committee (MCC). 

IV 

Electoral Politics and 

Communalisatioa of Electorate 

In Bihar, electoral politics is growing to 
bcabrecdinggroundofcommunalism. Bihar 
has been the scene of Hindu-Muslim riots 
since the pre-independence years. Riots in 
Bihar ftielled the fire of Muslim separatism 
in 1940s. AsigniricantpercentageofMuslims 
including upper class zamindats and middle 
class workers migrated to Pakistan. Many 
economically pemr Muslims moved to East 
Pakistan (now Bangladesh).'* According to 
the 1991 Census, Muslimsconstituted la.81 
per cent of the population in Bihar as against 
82.42 per cent Hindus and 0.98 per cem 
Christians. According to one survey there 
arc as many as 190 assembly constituencies 
(out of a total of 324) where the Muslim 
population varies from 10 to 40 per cent. To 
be more precise, there are 144 assembly 
constituencies with Muslim populations 
ranging from 10 to 20 per cent; 24 with 20 
to 30 per cent; 12 with 30 to 40 per cent 
and 10 constituencies where the Muslims 
comprise above 40 per cent of the popu¬ 
lation." Depending upon its size, each Lok 
Sabha constituency on an average consists 
of six assembly (vidhansabhajconstituencies. 


The north-eastern pan of Bihar - ftom 
Kishanganj in the nonh to Katihar toward 
the south - has the most concentration of 
Muslims (above 40 per cent). Kishanganj is 
the point closest to the border of Nepal, 
Bangladesh and West Bengal and therefore, 
it provides opening for the people of 
neighbouring areas, especially Bengali 
Muslims to migrate to India. This influx has 
been ad vanced as the reason for rising Muslim 
concentration. To an extent, this phenumenon 
is comparable to the problem of Assam where 
Bengali Muslim migrants from Bangladesh 
and West Bengal have swelled the Muslim 
component of the population. In Assam, the 
Assamese fear 'cultural invasion’ of the 
Bengali Muslims; in Bihar the communalists 
drum up the fear of demographic invasion 
by the Muslims usa step toward Islamisation. 

Barring 1967, Kishanganj has always sent 
a Muslim as its representative in the Lok 
Sabha. But these Muslim representatives 
have not been from Muslim communal 
organisations but from secularist parties like 
the Congress, the BLD or the JD. In 1989, 
M J Akbar, journalist and author, won the 
Kishanganj scat as a Congress candidate. In 
a triangular contest, Akbar got the lowest 
ever 32.5 per cent votes for a winner in 
Kishanganj because of the presence of an 
independent Muslim candidate, A Haque, 
who got a respectable 27.8 per cent votes. 
The JD which was also in the race, secured 
the third place with 25.5 per cent votes. In 
1991, the Congress was pushed to the third 
position (15.3 per cent) and the BJP. which 
was nowhere until 1989, shot up to the 
second position with 28.9 per cent votes. The 
winner in 1991 was Syed Shohabuddin of 
the JD (44.1 per cent). 

ArptNinx Tablc I: List ur Lok .Sabha 
C llNSTTniBNCIES SliClMED BY DmERENT 
pARTies IN 1996 

Bharatiya Janata Party (BJP) 

Bellioh. Buxor, Chapra, Chatia. Dhanbad, 
Giridih. Godda. Huaribagh. Kodarmo, 
Motihori, Nawodoh (SC), Junshedpur, 
Khunti (ST), Lohardagga (ST), Palamau 
(SC). Ranchi, Sasonm (SC), Singbham 
(ST) 18 

Intlian National Congreit (INC) 

Katihar, Riymahal (ST) 2 

Jonoia Dal (JO) 

Arah. Araria (SC). Aurangabad, Banka. 
Bhagalpur, Bilenunganj, DaiiihangB. Gaya 
(SC), Copalganj. Hajipur (SC), 
Jhanjharpur, Khagaria, Kishanganj, 
Madhepure, Muxa/farpur. Patna, Roaera 
(SC), Sahana, Samasiipiir, Siiatnaihi. 


Siwan and Voishali 22 

Samata Patty (SP) 

Bagaha (^, 8^, Maharajginj, Munger, 
NaJanda, Puma and Sheohar 7 

Comimiaiit Party of India (CPI) 

Bolin. Jehonahul, Madhubani 3 

Independents and Others 
Beguaanl (Ind Ramendra Kumar). Ouffika 
(Sf;JMM-S) 2 

Total .54 



In 1996, the JD relnined Kiihiiifinj with 
a different cmdidnte, Tailiimiddiii. In 1989, 
Tuliimiddin, who had hii name involved in 
crindDal activitiet, lepreaented Pumea on 
the JDtidcet by defeating the CPM. In 1996, 
be defeated the BJP with a recofd 1,60,000 
votes. The BJP, however, rooted itself u the 
second popular patty in Kishanganj to rally 
people arouncNtself. One might notice the 
politics of Kiihangai^ polarising along 
communal lines. At the recommendation of 
Laloo, Taslimuddin was included as a junior 
home minister in the union cabinet of prime 
minister H D Deve Gowda. However, he was 
asked to resign immediately when his al leged 
criminal involvements were reported in the 
press. One might say that Laloo brought 
embarrassmern not only to himself but to 
Bihar as well.'* 

In 1996 election, Siwan represented 
another case where cri me, politics and misuse 
of power played themselves out. It also had 
theexplosive mix of a widespread communal 
violence. S M Shahabuddin was a Janata Dal 
MLA who was boMight by Laloo to contest 
for the Lok Sabha seat from Siwan. 
Shahabuddin had criminal antecedents too, 
but was popular among his constituents. 
Unia nomial circumstances, he would have 
won election by a popular vote. But he and 
his supporten engag^ in booth capturing. 
At a polling booth, a waiting column of 
voten was fired at by his men which resulted 
in a few casualties. Shahabuddin absconded. 
He beat his nearest rival Ramesh Singh 
Kushwaha of CPl(ML) at the polls by a 
margin of 1,23,000 voles but remained 
underground because of a warrant of arrest 
against him. Afterelections wereover, to the 
surprise of every one, he sneaked into the 
Lok Sabha to t^ oath as a new member 
of parliament. A few weeks later, Laloo’s 
government transferred the police officer 
who hadinitiaied action against Shahabuddin, 
apparently to slop him from conducting 
further invsligation. It is possible, the whole 
incideit would have acquired a communal 
colour if the opponent of Shahabuddin had 
been from the BJP. It was just a coincidence 
Ihgt the person involved here happened to 
be from the Muslim community. He could 
have been any person with questionable 
background. In any case. If one has to trace 
the origins of communalisation of a society 
oroommuiial/electoral violence, sAe should 
doidy examine cases like Shahabuddin's. 

DatWianga parliamentary constituency is 
yet mother place where el^oral dynamics 
has slowly but surely communaliied the 
political climate. Tlie population of 
Darbhangacan bedivideduriderthree voting 
blocks each led by tire maiaiil brahmins (and 
forward castes), the Muslims and the yadavs 
(and backward castes). An alliance between 
my two of the duee will always win the seat. 
Between 1971 and 1984, the winning 


candidates of all the parties happened to be 
a maiihil biahtnlD. la 1989, the JD broke 
away from the tradition of honouring the 
dominant forward caste and didn’t field a 
maithil brahmin. Instead, it nominated ■ 
Muslim who won with 35 per cent votes. By 
1991, the Muslim-yadav alliance 
consolidated further behind the JD and iu 
candidate won with a clear 31.7 per cent 
votes. Both in iU89and 1991, the Congress 
challenger was a maithil brahmin. 

In 1996. the JD sent a Muslim MP from 
Darbhanga for the third time in a row. Its 
silting MP Ali Ashraf Fatimi defeated his 
BJP challenger by 1,20,000 votes. The 
capacity of the Congress to forge unity 
between Muslims and brahmins.an imponant 
hallmark of Indira period, started to wane 
rapidly after 1989. The BJP which showed 
its presence in 1991 with a modest 12.9 per 
cent votes replaced the Congress Party as the 
main challenger. Much on (he psttem of 
Kishanganj, the BJP and others were selling 
their communal theme that if not stopped the 
Muslims would always claim Darbhanga to 
be their own. Some Muslims, on their part, 
also felt upset about the prospect of having 
a non-Muslim nominated for Darbhanga 
parliamentary constituency. For them 
Darbhanga fell in their ‘quota’. The maithil 
brahmins, the traditional supporters of the 
C^gress, have since drifti^ towards the 
BJP. Although there has not been any major 
communal violence in Darbhanga, the 
cleavage among the people along communal 
lines is quite noticeable. 

Furthermore, the demolition of Ayodhya 
mandir-masjid in December 1992 and riots 
that followed seemed to have cast their 
shadow on Bihar too. There were fewer 
Muslim candidates and winners in 1996. The 
tally in 1996 was, however, better than 1989 
when only three Muslim members were 
elected to the Lok Sabha. They were from 
Daibhanga,Kjshanganj and Pumea. In 1991, 
there were six Muslims elected from Bettiah, 
Darbhanga, (jopalganj, Katihar. Kishanganj 
and Koderma. They were all elected on the 
JD ticket. In 19%. the JD could get its 
Muslim candidates elected from only three 
placet: Darfohanga. Kishanganj and Siwan. 
Tariq Anwar regained Katihar for the Con- 
gressaftcralapseof 1989and 1991 elections 
when the Janata Dal had defeated him. 

In five Lok Sabha constituencies the 
Muslim candidates finished second. In 
Godda, Salauddin Ansari (JD) was defeated 
by Jagdambi Prasad Yadav(B^)byanarTOw 
margin of 11,000 votes. In Giridih, Sabba 
Ahmad (JD) was defeated by ahuge margin 
of 1,00,000 votes by Rabindn K Pandey 
(BJP). AnwatulHaq was a Congress candi¬ 
date in Sitamathi and lost to Nawal Kishore 
Rai by 82,000 votes. In Motihari. Abdul 
Mogni Kaifl (CPI) trailed way behind Radha 
Mohan Singh (BJP) by 1,30,000 votes. In 


Bettiah, Nadm Ahmad (JD) was dtfeMed by 
MadaiPniadJaiswal(BJP)bySl,OOOKitef. 

In Oodda. and Sitamaihi, the JD did well 
with the Muslims. In Godda, the last two 
contests (1989 and 1991) were mainly 
between the BJP and the JMM. In I9%,tiie 
JD came to the second place. In SiiamaiW, 
Muslims had a special gratitude for the chief 
miniiter. In 1991, Laloo had personally 
supervised and bought under control a 
serious Hindu-Muslim riot in Sitamaihi. Tlie 
Muslims, therefore, didn’t vote overwhelm¬ 
ingly for a Muslim candidate put up by the 
Congress. Although constituencies like 
Kishanganj, Siwan or Daibhanga may be 
branded as Muslim constituencies because 
oftbeoverwhelmingnuniberofMiislim voten 
and repeated victories of Muslim candidates 
from there, the election of Bihar or prditics 
in general, as concluded by Hsny Blair in 
a 1974 study, has not so far been’’polarised 
along communal lines, for some Muslims 
can still be elected from non-Muslim areas.”” 

Conclusion 

(Taste and social factions continue to play 
a major role in the elections in Bihar. What 
reinforces this pattern further is that the 
voters, who have largely turned cyiiicd about 
the electoral-political system, don’t expect 
anything positive from their elected 
representatives. In the absence of any concielc 
agenda ofTeied by the candidates or any 
sincere promise to fulfil them, elections have 
become just a meansof eitablishinga phoney 
social ilominance by one group of castes 
over others. 

ArKNMX Tasu 2; List of Lok Sabha 

CoNXTmjENCKS WHUie THE Pabtcs Sbcumo 
Second Position 


Btiwatiya Janata Patty (BJP) 

Araria(SC), Balia. Bhagalpur. Daibbmga. 
Dumka (ST), Katihu, Madiabani, PalM 
and Pumea 9 

Indian National Coogtesi (INC) 

Aurangabad. Banka. Begiaani. Gaya (SC). 
Gopalganj, Jhanjharpar, KhuBti, 
Lohaidagga (ST), Ranchi. Satuasa. 
Singbhum (ST). Situnariil 12 

Janaia Dal (JD) 

Bagaha. Barb. Beitiah. Chapn. Chana. 
Dhanbad, Otridih. Godda, Jameahedpar. 
Kodarma. Khnnti (ST). Lohardagga (ST). 


Maharajganj, Munger, Palmiau (SC) 
Saiaram (SO 16 

JIanmta Party (SP) 

Arab, Bikramganj, Hajipur, Khagaria. 
Madbepuia, MnulTarpor, Rosera, 
Sanusiipar, Vaishali 09 

C omm a n iu Party of India (CPD 
Hazaiibagh, Motihari. Nalanda, Buxar 04 
Cnimnnniii Patty of India (Maniai) 
NamadafSC) 01 

Ce mw ateil Party of India (Mantist- 
Leainiat) Siwan 01 

Independeata and ONnis 
RgjmaliBl (ST: JMM-S), JahuMbad 
(Jiy^ith ShiruM) (Q 

Total S 4 
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Ciaicvfimly. It isailo true that a candidate 
or a political party cannot always count on 
oidy one patiem of aligiunents of social 
forces. The Janau Dal’s consolidation of the 
M lulim-OBC-dalit alliance around the social 
justice slogan could easily be as fragile as 
the BJP’s accomplishment of the so-called 
Hindu umty around the shgm of hindutva.'* 
Once the passion of a castc-ridden election 
settles down, people look for performances 
as well. Most often they have also punished 
their non-perfonning, turncoat and corrupt 
legislators. 

Elections in Bihar are also influenced by 
the distinct political culture of the state. The 
majority of the voters arc illiterate and 
unsophisticated but at the same time socially 
and politically alert. They do not hold the 
authority of the go vemment in a high esteem. 
In astate where the administrative machinery 
has been rendered by and large dysfunctional, 
the voters are inclined to elect someone who 
can act tough and ‘get things done' by the 
administration. The search, therefore, is not 
for the one who can conceive of a good 
legislation or initiate an informed debate in 
the house, but for the ones who can arm- 
twist the right person at the right place and 
have things delivered. This partially explains 
how and why undesirable elements get 
nominated by all political parties across the 
board and why elections in Bihar have been 
increasingly rough, violent and corrupt. 

Notca 

fThis study was made possible by a grant from 
the Office of Internationa] Relations of the 
Smilhsonian Instituuon. Washington, DC. It is 
pan of a preiact directed by Harold A Gould 
which enabledsixschotan to observe and analyse 
the 11 th general election. The grantees were Paul 
Brass (Umvenity of Washington), SikstaBaneijee 
(Univenity of Letfadridge). Viigina Van 
(University of Wuhington), Paul Wallace 
(University of Missouri), Waller Hauser 
(University of Virginia). Arthur Rubinoff 
(University of Toronto), and Harold Gould 
(Univenily of Virginia). In additian, otben who 
contributed papers to this project were Binoy 
Prasad (Univenily of Missouti), Piiinod Kaniha 
(University of Missouri), and Rom Ashray Roy 
(Centre for the Study of Developitig Societies). 
ThecoHectionof papers is beingpMdwd serially 
in eooreculivc isiues. A ipc^ word of gntihide 
to Paul Wallace for revtmnng an earlier version 
of thii chapter. The author, however, accepts 
lesponsifaiiitics for etnn and inaccuracies.] 
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Asian Women in International IV^ration 

With Special Reference to Domestic Work and Entertainment 

LcdaGulati 

in recent times, the gender composition of migration flows has undergone a significant change, with women 
making up increasing proportions of total migration. More significant is the skill composition of these migrants 
- the dominant groups are not qualified professionals, but domestic workers and entertainers. 


IN recent yean, particulaily lince the early 
1980i, there hat bm acofuistent, amtintioiis 
and increasing trend in the international 
migration of women workers in the eastern 
hemisphere. Not only has the female 
component increased in total migration flows 
ftom Asia but in some national stteaitu 
women workers clearly domimoe men in 
numbers, as in the case of Sri Lanka. While 
the gender composition of the migration 
flows has under^Nie a miyor change so also 
hat the skill composition of these flows. 
Instead of highly skilled professional women 
workers like dolors, nurses and technicians 
thedominant groups among women migrant 
wotken i n recent years are domestic woikers 
and eruertainers. 

According to an informed estimate, out of 
an estittuted gross annual outflow of one 
million Asian workers almost 30 per cent 
were women and three quarters of these 
women migrant workers went abroad to work 
as housematds orenteruiners [Abdta 1990]. 
Although precise estimales are difTicult of 
women workers from India going overseas, 
it is more difficult to say what proportion 
ofthese work as housemaids or‘entertainers' 
often a euphemism for prostitution. The 
number could be quite substantial going by 
reports that the m^a carries from time to 
time [Menon 1997]. Both became of the 
quantitative dimension and the very serious 
problems women workers migrating overseas 
as housemakls and entertainers face, it has 
become necetsmy and urgeiu to understand 
the phenomenon and formulate appropriate 
policies and interventions. 

Desiand PAcrais 

In the international movement of labdur, 
male or female, both demand and supply 
fKton are knoam to be at work. It is pouible 
to identify two mqjor Cretors that have been 
largely responsible for creating the demand 
for women workers in domestic service. 
PitBt, in several countries like those of rvest 
Asia and east AsU with booming economies. 
Increases in levels of incoitw and stmdard 
of living have made hiring domestic service 
aslalttssymMandaddedooiivenience.AlstA 
almost all of these countries have long 
ttadftkms of having domestic hdp, having 
been feudal societies at some point in the 
pasLacomiott which ftmiUeB are not willing 


to give up despite westernisation and 
urbanisation. Second, with increasing 
feminisation of the local labour force, 
specially in the newly industrialising south¬ 
east Asian and east Asian countries, where 
local women are being exhorted to enter the 
labour force, a strtmg demand for overseas 
domestic workers hat emerged. Since 
domestic work carries low status and a low 
wage, local women in these countries have 
opted out of it. As for the demand for women 
workers in the overseas entertainment 
industry, that too can be traced largely to 
the increased income levels as well as the 
tendency on the part of the local labour force, 
primarily female, to opt out in favour of 
higher status as well as better paid and less 
arduous employmenL 

The major direction of migrant labour 
flow seems to be toward the oil rich west 
Asian countries and the rapkUy industrialising 
east and south-east Asian countries. 
Additionally, a new trend has emerged. The 
gender composition of the outflow of Asian 
labour to west Asia it also changing. With 
the newly acquired prosperity of the west 
Asian households, thm is agrowing deirumd 
for foreign women workers. Having 
housemaids to help the women of the 
household has become a nutter of status and 
prestige for an increasing number of 
households in these countries. The more the 
number of domestic setvaius, the higher the 
family's status is supposed to be. Around 
20 per cent of the estimated six million 
workforce in this region are foreign 
female domestic wotken [Btochmann 1990]. 
It is estimated that every year as many 
as 30,000 Asian women migrate to Sauch 
Andria alone to take up work as housemaids 
[Weinett 1991]. Also, Saudi authorities are 
quite sensitive to measures by labour 
exporting countries to restrict the emigration 
of housemaids to Saudi Arabia, whatever 
be the provocation. The Asian countries 
which have been mtyor expoften of women 
worken to west Asia during the l9SOs are 
the Philippines, ThaUand. Indonesia and 
SiiLaidta. 

Asian Labouk liffonEas 

As can be seen from Table I altnotl 
thnughoutthe 1980i,ihe|mp|oitionof Asian 
wotken going to west Alia has been on the 


rise. From 70percentin 1980, it rose sharply 
to 89 percent in 1982 and did not go below 
80 per cent until 1987. Migration of Asian 
wooers within the Asian region has also 
been on the increase all through flie 1980s. 
From 24.4 thousand in 1980, the outflow of 
Asian workers migrating to varwus counltiea 
within Asia incimued to 130.4 thousand in 
1988, registering a five-fold augroentiiion. 
This implies an anatial rate of growth in the 
outflow of workers within the Asian region 
of 26.7 per cent. 

The demand fot foreign female labour 
within the Asian region has emanated from 
Japan and (he newly indusirialiiedODuntriet 
of south-east and east Asia. These cooniries 
are not only experiencing high rates of 
economic growth but also pushing for Ugh 
rates of female labour force participation, 
with the result that a strong demsiid for 
overseas domestic workers has been 
emerging. In 1989, female labour force 
participation rates fur (he age groups 20-24 
and 25-29 years were as large as 84 and 76 
percent, respectively, in Hong Kong. Female 
work participation rates do not drop bdow 
SO per cent until the age group SO-M years. 
One direct effect of this high female 
participation in the labour force has been the 
importation of domestic workers, primarily 
from the labour surplus Asian countries. The 
number of contracts signed in Hong Kong 
for foreign domestic workers rose from 1,917 
in 1976 to 44,111 in 1989. At the end of 
1989 there were 57,917 foreign domestic 
helpers compared with 4S,IS4 in 1988, 
representing an increase of 28.4 per cem. Of 
the total number in 1989. 91.2 per cent 
(52,868) of the foreign workers were from 
the Philippines, the balance was from 
Thailand (Gar-On Yeh 1990], 

Singapore, which also » a mqior importer 
of labour, has a sizeable number of foreign 
women engaged in domestic services. 
According to one estimate, these we» aa 
many as 81,000 foreign domestie hetpari, 
all women, out of atotal foieignlabour (one 
of 3,77,000 in Singapore, (based on 
imerviews by the author with informed 
persons). Out of the foieigndoinesticheipen 
in Sing^iore, as many as 50,000 arc from 
the Philippines, 17,000 ftom Sri Lanka and 
10,000 from India. It it of relevance to note 
in this context that the partkipalion of local 
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women in the labour force has registered a 
significant increase in Sing^x)te during the 
last two decodes. In 1970 only one in five 
women worked outside the home in paid 
employment, forming around 17 per cent of 
the workforce. Female work participation 
rue had risen Co 45.6 percent by 1986, and 
women accounted for 37 per cent of the 
country's workforce [AWARE 1988]. 

The more local women move out of their 
homes for outside employment, the greater 
seems to be their need for domestic help, not 
excluding child cate. Since local domestic 
help is unavailable or costly, people turn 
naturally to foreign domestic helpers. The 
government of Singapoie, however seems 
to look down upon the i mportation of labour 
for domestic service in the sense that 
employment of foreign domestic help is 
cofisidered as an item of luxury consumption. 
A substantial levy is payable by all the 
emplt^ers engaging foreign workers, and its 
objective is to discourage the employment 
of the same. Not only is a similar tax also 
payable on theemployment of foreign maids 
but in addition the law requires employen 
of foreign domestic helpers to execute 
substantially higher security bonds. Such 
imposition notwithstanding, the number of 
foreign domestic workers Singapore permits 
to enter annually has increased substantially 
in recent years. 

Sum.r Factors 

The major female labour-exporting 
countries are all located in Asia. Many of 
these are the very same countries that were 
alsoexporting large numbers of semi-skilled 
andun^Uedmenworkensintheeariy 1970s. 
However, not all the countries involved in 
sending men workers are in vol ved in sending 
women workers, to the same extent. The 
migration of women workers is encouraged 
by the governments of various countries 
precisely for the same reasons for which men 
workers were sent, namely, as a source of 
foreign exchange earnings forthesecoumries 


and as a pressure valve for the ptevaUing 
high levels of unen^oy ment and insufTicient 
growth of income. 

In the movement of women workers six 
Asian countries can be singled out, three 
from east Asia and three from south Asia. 
In the order of the magnitude of the flows 
of women workers, these ate the Philippines, 
Sri Lanka, Thailand. Indonesia, Bangladesh 
and India. Table 2 sets out the basic 
deinogtq]hic and social characteristics of 
four of these labour exporting countries. 

The various dimensions of male migration 
in the region have been well documented by 
the International LabcmrOrganiiation(ILO) 
Asian Regional Programmeon International 
Labour Migration funded by United Nations 
Development Programme (UNDP). 
However, no aUention was paid to women 
wotken and it is recognised that very little 
information and research exist in the area 
of international migration. Since the 
migration of women workers, till recently, 
was small in numbers its contribution to 
development in terms of foreign exchange 
earning and casing, of unemployment were 
seen as less important. In a^ition the 
unemjrioyroent of women is not usually a 
government concern as women are perceived 
as wives and mothers who are being cared 
for by a male 'breadwinner* and 'head of 
household* [Lycklama 1989]. 

Female labour migration from the 
Philippines: Female migration from the 
Philippines has been rising through the years, 
registering a substantial increase during 
1980s. The Philippine Overreas Employment 
Administration (POEA) deployed a total of 
1.80,41 Hand-based femalecontract wotken 
in 1987alone. This is47.2perccnt or almost 
hal f of the total number of land-based wotken 
deployed (Table 2). Official registration, 
however, does not reflect the full magnitude 
of the phenomenon. As is pointed out in a 
study [Lycklama 1989] many women travel 
abro^ as tourists, often a disguised form of 
recruitment by illegal means. According to 


government estimatea, there are at 
2,00,000-2,50,000Fillplnoa woridng abi 
as domestic hdpen (Philii^tine Migra 
Review, April-June 1987). Conierva 
estimates of the foreign exchani^ genen 
by these workers easily reach the amour 
around US $ 460 million a year, an amt 
which was certainly a boon to a beteagw 
economy. 

Migration from Indonesia: In Indon 
the govntunent itself is greatly involve 
theexpoitationofremale workers, hs oven 
em^yment programme concentrates aln 
entirely on the deployment of the dome 
helpers. Indonesia officially exported aro 
1,00,000 domestic woikert in 1988 
scheduled the overaeas deployniem o 
many as 2,25,000 Indonesians by I98< 
new target has been set at b.OOJOOO war* 
for the 1990s. Even these figures do not 
the whole story since they hide the h 
numbers of illegal Indonesian migr 
working abroad, mostly women, estinu 
to be over one million in Malaysia al 
[Lycklama 1989]. It appears that the depl 
ment of women as domestic helpers at I, 
over the short-and medium-term will rem 
the dominant factor in the interaatic 
migration of Indonesian labour. 

MigraiionfivmSouthAsia:imgfaiSeah 
Sri Lanka are alsoimpoitantlabour-expod 
countries. While formally Banglade^ b 
migration of unskilled and, semi-skil 
women woikers, Sri Lanka does not. In f 
part of the function of the Sri Lanka Bur 
ofForeign Employment established in 19 
has been to train and recruit female work 
asdoroestic helpers foroverseasemploym 
As can be seen from Table 2, as man 
65 percent of over75,000 worken migrat 
ftom Sri Lanka in 1990 were women, 
these three-fourths went overseas as dome: 
helpers. Earlier, this outflow wac direc 
towards west Asia, in particular Saudi Aral 
However, a new trend has emerged when 
Sri Lankan women migrate to Hong Ki 
and Singapore, The present government 
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Country of Origin 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 
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1 Sout-east Asia 

1 Philippines 

1.57394 

2.10,936 

230.115 

3,80,263 

3,00378 

3,20,494 

3.23317 

3,82329 

3.85,117 

3.34.8 

2 ThailBiid 

21.500 

26.700 

1.08.500 

68,500 

75,000 

69,700 

85.700 

85,300 

1,19,000 

48.8 

3 Indonesia 

16.200 

17,900 

21,100 

29.000 

37,900 

36,700 

46.400 

59,400 

64,000 

72X 

11 South Alia 

4 SriLBoka 

28,644 

57,447 

65322 

68.133 

83,394 

58,809 

56.450 

67,402 

73.702 

68.. 

S Indu 

2.36.620 

2,76.000 

2.39300 

235,000 

2.06,000 

1,63X100 

1.13.600 

1.23,400 

1,69300 

I.26h 

6 Bangtadesh 

33,300 

58,800 

62.800 

59,200 

36,800 

77,700 

68,700 

55,000 

68,600 

1.073 

■: Labour Bcechrlug Couolrici 

7 WestAsia 

6,88.600 

8.85.700 

9.71300 10.05.000 

7.93,800 

736.100 

6.32300 

6,84.700 

736,000 

4.96.9 

8 Asia 

24.400 

35300 

35.700 

69.200 

69,000 

73,200 

90.700 

1,15,400 

130300 

l,0I.C 

9 Europe and America 

8.000 

7300 

9,400 

20.700 

10,000 

11,900 

13300 

18300 

26,400 

21.9 

10 Others 

2,63,700 

3X19,800 

5X11300 

47300 

47300 

48,900 

54,800 

57,700 

66.800 

18.5 


Sources: IntcraaiioiiBl Labour Office. Bangkolc; PhiltppiiietOveneaiBii ip loyRient Agency; Sri Lanka BsnaaR of Foreign B ia ployimnt 



Sri Laidu encoungei Itbour ndgntioo u 
■ iwtional policy and (hit indudea female 
labour. 

In recent yean, however, Mine araiety it 
beingexpie^ in tomeqiwteninSii Lanka 
over uich an active migration policy, 
particularly over the lou of a ikUlcd and 
educated human rcMurce [LycUama 1989]. 
Obviouf ly, this concern on migration policy 
does not cover the migration of unskilled 
women with minimum education going out 
for domestic work. 

Bangladesh distinguishes Itself from other 
labour'iending countries in that in 1983 it 
banned the migration of women as domestic 
workers. In spite of this, however, many of 
the women from Bangladesh are known to 
surface as domestic helpers in Hong Kong, 
west Asia, India and Pakistan. Perhaps, their 
number in India and Pakistan far exceed 
those in other countries. Many of them also 
end up as prostitutes. At a recent round table 
at Kathmandu, a Karachi based non- 
governiiKnt organisation reported that 
between 100 and ISO Bangladuhi women 
enter Pakistan through Indiaeveiy day. They 
are brought in as ‘human cargo'. Likewise, 
the number of Nepalese girls trafficked to 
India every year is estimated by 
knowledgeable sources at between 1,00,000 
and 2,00,000 [Chatteijee 1997]. 

nearly, there is a large amount of illegal 
migration of women workers not only from 
Bangladesh but alro Nepal. Reports appear 
regularly in the media bi^ighting the extent 
and pii^ of such unfortunate women who 
have often fallen victims to the lures of 
unscrupulous middlemen who employ all 
softs of devices for their purpose. It is widely 
believed that rackets operating on a regional 
basis ate responsible for a size^e illegal 
trade. This large illegal trade not only in 
domestic helpers, but alM sex workers 
particularly from a country like Bangladesh 


which officially hM banned such migntion 
can be said to iUustnte the limittfioiis of 
formal banning. In Pddstan, cm the other 
hand, the ban teems to be far mote effect! ve, 
going by the reported number of donieatic 
workers from country. 

Migratiat from India: While no firm 
esti mates ate available of the Indian wmnen 
workers in west Asia, the informal estimKe 
is that their number rould be well in excess 
of 50,000 and perhaps closer to 1,00,000, 
if not as large as 2,00,000. In Kuwait alone, 
the number of women from India working 
as housemaidt was put at 20,000 in 1987 
when thoK from Bangladesh numbered only 
500 [Shah 1990]. The numbers will be 
estimated on the basis of a survey conducted 
there under the auspices of the local 
government. In addition, there were women 
from India wotkiitg in Kuwait not only as 
doctors, nurses, and in other health-related 
jobs but also in such occupations as clencal 
and teaching. How many of these women 
workers have gone back to Kuwait is not 
easy to say. Some must have stayed behind. 
Also, while the initial return flow to Kuwait 
comprised of men only knowledgeable 
people believe that not only have women 
woikets emiHoyed in Kuwait before the Gulf 
war gone beck there but also many more 
have gone thete by now. Indeed, itew women 
workers aregoingtoKuwaitinlaigeiHind>ars 
and that too mostly for domestic work. For 
west Asia as a whole, it is bdlieved that 
betweenone-balf and two-thirds ofihe Indian 
women workers are engaged in dontestic 
work. There is evidence tiutt Indian wonten 
are going to .Singapore aixl Hong Kong for 
domestic work. Ilie migration of Indian 
women for domestic work, belt to west Asia 
or to east Asia, it must be noted, takes place 
despite govenuneat policy which does not 
encourage such emigration [Guiali 1993]. It 
is quite possible therefore that part of this 


emigndaii it illegal. 

It is voy vnftntunaie that the govenuneiK 
of India puMishea no information cm the 
gender compoaitkin of the Indian overseas 
workers. Whether or not, such information 
is collected at all and at what level of 
disaggregation is not known. But several 
other labour exporting countries like the 
Philippinet and Sri Lanka do collect such 
information and miketheifdatapublic. Only 
when such infonnadon is readily available 
that a clear idea can be had of the sort and 
extent of the proUeim our women woiken 
might be facing abroad, h that necessanr 
saf^uatds can be thought of and arranged. 

pRcwLEso Faced by Mkwant Women 
WoaxEas 

Overseas eiii|do)nneiit for all workers, 
inespecti veof sex, is a high risk propositioo. 
It in volves woiken having to face aeSuttnwitt 
problems in an alien country; worry about 
the contractual nature of their overseas 
employment; and cope with a social, 
economic and politica] set-up differeni than 
their own. These problems of ac^justmenl get 
highly aggravate in the case of sromen, 
espet^ly if they are engaged overseas as 
dtmiestic or entertainment wotken. The 
reasons are fairly simple; for oim. the 
problems get nuilii|riied because they are 
women workers and. addedtoiiareproUems 
inherent in the nature of the jobs they are 
positioned in. The proMenu whkh overscM 
women workers have to contend with are 
dealt with under two major hex'js: (a) those 
faced by domestic workers and (b) thoae 
faced by entertaincra. 

PaouLEMS OF Domestic Wobkem 

Let us start by nodng that paid domestic 
work altovcr the wotUiiconsidesed inferior 
legardlcM of whether those engaged ate 
from the same ethnic group, region. 


Table 2: EmMATEo Ovcucas MmunaH or Pbmau Wobeeds moM SeienEi) Cquntiubi and Some Related CDomav SrAHsiici 


CounuyMid Totil female Proportioo of Women Per Share of Share of Exports at Female Female 
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No position GNP in 20 Per of GDP Pnrtici- 
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Men Women 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

n 

12 

ladonesia 

<1988) 

63.988 

77.5 

98.4 

Nil 

440 

26.5 

(1987) 

8.8 

(1987) 

28 

65 

(1985) 

37 

(1990) 

NA 

NA 

PhiUppiaet 

(1987) 

382.229 

47.2 

59.2 

17.5 

630 

32.1 

(1985) 

5.5 

(1985) 

25 

85 

(1990) 

36 

(1990) 

7.1 

(1990) 

9.1 

SrlLauka 

(1990) 

73A06 

65.0 

73.2 

Nil 

420 

43.0 

(1985) 

4.8 

(1985) 

26 

83 

29 

10.8 

(1985^6) 

20l8 

TlMllnnd 

(1988) 

118,600 

12.7 

NA 

N A 

513 

NA 

NA 

34 

U 

(1990) 

68 

(1990) 

2.6 

(199Q) 

3* 
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nitionality. Whether ihi* i» so because the 
tasks invited are not considered physically 
demanding as tasks outside the hwue or 
because women iire more or less cxclusi vely 
involved in the former is a question that need 
not detain us. It is impoitam to note however 
that over a period paid domestic work has 
tended to pass on, as families improve 
economically, to socially and economically 
inferior groups, be they comprised of 
immigrants, blacks or ethnic minorities 
(Gaitskall 1984], 

As forimmignint workers, given that they 
have to live in asituation of high dependency, 
this itself leads to a high level of vul nerabili ty. 
Once a housemaid leaves the shares of hw 
country, her dependency on the employer is 
absolute. Not only is her whole life dominated 
by the dictates and demands of the employer 
but without his/her consent the housemaid 
does not have access to even the most basic 
items such as food, shelter and freedom. This 
situation gets further aggravated because in 
most labour-impotling countries domestic 
work is not protected by their labour laws, 
provisions of their individual contracts 
notwithstanding. As a result of these basic 
facts, the trials and tribulations doinestic 
workers arc exposed to are far too many for 
words. 

Newspaper reports, research papen, 
embassy reviews and foreign employment 
office reports are full of the stories of abuses 
and exploitation these women are subject to. 
The general picture that emerges is that 
women workers in domestic work as well 
as entertainment get exploited and abused 
itiespecti ve of the countries they come from, 
and irrespective of the countries they go to. 
Embassy ofTtcials, be they from Sri Lanka, 
the Philippines or India, would perhaps like 
nothing borer than to see the whole mo vement 
of women workers, particularly those going 
as domestics or enteftainers. banned. This 
is understandable because it is (he embassy 
officials who bear the brunt of it in having 
to cope with the women's problems and 
complaints. At present, the main refuge and 
helpfor foreign workers in all migiant worker 
destinations are their embassies and 
consulates. They act as intermediaries in 
disputes between women worfceis from their 
country and their foreign employers. 

While each emhassyor consulate isobliged 
to protect the rights of its nationals, it also 
has to ensure continued ewploymeiu for 
their workers; then alone is it possible to 
keep the flow of remittances, which is what 
their govemmems want. In the lae I980i, 
the Phi lippiDe embassy in Kuwait reportedly 
received 40 complaints a day whereas the 
Sri Lankan Embassy received 25 to 30 
complaiiiu a day [Shah 1990]. This is in 
spite of the fact that acceu of these women 
wofken to their embassies is not easy. The 
Sri Lankan consulate in Amman is rejxKled 


to have declared in a newspaper 
adveftiiement that all Sri Lankan nationals 
were welcome except domestic servants 
[Humphrey 1991j. Very recently the Indian 
embauy in Kuwait has been repotted as 
providing refuge to 180 nursing assistants 
alleging harassment by their employers [The 
Hindu. 1997]. 

Formally speaking, India is extremely 
restrictive in allowing women to go overseas 
for work as housemaids but as noted above, 
in Kuwait alone a study repotted their 
numben at 20,000. That was the munber 
before the Gulf war. According to a recent 
report published in an Indian fortnightly 
magazine, India Today, with repid to the 
situation now "the modest Indian embassy 
building in Kuwait city is already bursting 
at the seams with the new refugee influx of 
women. The result is that the auditorium for 
cultural functions has been converted into 
u makeshilt refugee camp and community 
kitchen” [Gupta 1992]. 

The Philippine embassy in Singapore had 
as many as 90 girls staying in their shelter 
home at one point of time in 1991. In the 
previous year as many as 1.02S runaway 
girls had sought shelter. The more disturbing 
statistic is that there were 40 cases of suicides 
among the domestic helpers from the 
Philippines in Singapore alone. TWenty-two 
Filipino workers reportedly died of 
unexplained causes In Arab countries [Daily 
Globe 1988]. 

Live-in Domestic Work 

Domestic work can be categorised into 
three different types; (a) live-tn re.sjdemial 
domestic work; (b) non-residcntial domestic 
work and (c) casual domestic work. The 
overseas domestic worker falls altogether 
into the first category of live-in-residential 
domestic worker with a high degree of 
supervision and control. This makes her 
work situation very different than that of. 
say, an overseas construction worker. The 
latter may be heavily controlled by the 
company or firm he is working for in an 
isolated work camp but he lives in a group 
and that too comprising mostly of woti^ 
from the same ethnic/national stock. On the 
other hand, the domestic workers get divided, 
each living in with the employer and his 
family. It is this sort of situation of the 
domestic worker that makes her position 
extremely vulnerable and exposes her to 
exploitative abuses. The isolated working 
condition, whereby the maids work in 
separated homes, nudees it very difficult to 
build any countervailiitg power against the 
forces that control their work and lives 
[Lycklanu 1989], 

It would be wrong to give the impression 
that a domestic worker's passage through 
the pre-employ ment hurdles at home is easy, 
given her gender, social, economic and 


educational skuation, she is expoeed to all 
sorts of pte<inpIoynnent exploitation. But 
even after the employment hurdles are 
crossed, there is no assurance that it would 
be snxxilh sallingon her arrival atthe country 
of employment. New proUems and hurdles 
seem to await the women doinestic workers. 
An idea of the tort of problems these women 
workers have to contend with can be had 
from the information available from the 
Philippines and Sri Lanka overseas 
employment offices on the basis of the 
complaims registered with their agencies. 
There problems can be grouped under a few 
major headings such as (a) contract-related 
problems, (b) cultural adjustment problems, 
and (c) basic human rights violations. 

Complaints 

The complaints which reach the embassies/ 
consulate arc often only a fraction of the 
excesses actually inflicted upon theoverseas 
workers, whatever be the nature of tiiese 
excesses and violations. This happens for a 
number of reasons. If the embassy/consulaie 
staff are found not to be sufflciently sympa¬ 
thetic and helpful, that itself could act as a 
mqjorfactor preventing woikers from talking 
to them about their legitimate complaints. 
Also, domestic workers may not rind it easy 
to get timeoffto go to the embassy/consulate. 
In fact, the more an employer is prone to 
abusive behaviour, the less likely it is that 
he will allow the domestic worker to 
communicate with any outsider, least with 
her embassy or consulate. And still, the 
information collected on the basis of 
registered complaints can be taken to convey 
some idea of the sort and extent of problems 
overseas domestic workers have to face. 

Table 3 prerents a comparison of the major 
categories and distribution of complaims for 
two major exporters of women working 
overseas, the nilippines and Sri Lanka. In 
Sri Lanka the total number of complaints 
increased 10-foid within a short span of 5 
years, 198S-90 with over 80 per cent of the 
complaints from domestic woiken. It should 
be added however that ibis proportion has 
been declining in recent yean. 

It is noteworthy that complaints of 
maltreatment and physical abuse, which 


Tabu 3: Oversbas Women Workers by 
Major Cateoorbs; The PHiunmss (198g) 
AND Sri Lanka (1990) 


Nature of (fomplainli Philippines 

Sri Lanka 

Malucauneni and 



phyfical abuse 

34.9 

20,6 

Salary related abases 

21.2 

31.7 

Contract related 

1R.0 

13.4 

Work related eixl other 

25.9 

34.4 

Total 

100.0 

100.0 


Stiureu; fkiUppInet Oventu EmpUtymtnt 
OuUibaat 1990.91. The Sti Lrekin 
BwcBa of RtKeiga E m plo y n w ii 



includei lexiud haiBHroent, account for 
between one-fltkh to one-third of women 
wmfcea from the Philipplnet and Sri Lanka. 
Maltreatment includei uie of abuiivc 
language and imprisonment of domestic 
worfcen for Kvend hours and Mmetimes 
days. The balance two-thirds to four-fifths 
is almost entirely contract, salary or wcnk 
related. These cover default in payment of 
salary as per contract, long hours of work, 
denial of weekly holidays, restrictions on 
movements and communications, non- 
pro vision of accommodation that assures the 
worker reasonable privacy. A most 
commonly prevalent practice is that of 
contract sub^tution. Instead of the contract 
on the basis of which a domestic worker may 
have been cleared by the immigration 
authority of their own country, she may be 
made to sign another contract with inferior 
terms. Also it is quite common for the 
employer to impound the domestic worker's 
passport the moment she takes up her job, 
in the name, of course, of safeguarding. In 
actuality, this practice iscxtremcly disabling 
for the worker. 

Deaths of Ovekseas Workers 

Unfortunate though it is, the incidence of 
death among women working abroad as 
housemaids is found to be quite high. In two 
years. 1988-89, os many as 48 deaths of Sri 
Lankan maids were reported. Of these .^0 
were listed as acxidenlal. 8 wen: suicides, 
6 murders and only 4 on account of natural 
calamities [Sri Lanka Bureau of Foreign 
Employment 1990). 

' What about similar information with 
respect to Indian women workers employed 
overseas especially those engaged in an 
occupation like that of housemaid which 
makes them particularly vulnerable to 
physical abuse? Unfortunately, our 
government does not either collect such 
infurmallon or, if it is collected, release it 
to public. 

We, in India do not have information on 
Ihedealhsofevenourmaleoverseas workers. 
Deaths of overseas workers do gel reported 
from time to time in the local language press, 
but going by the experience in Kerala which 
is a mitjor exporter of male, and now female 
labour, it isonly when something sensational 
lakes place that it figures in the papers. 
Hardly does one see a report on the causes 
of overseas deaths. 

pROtLEMS Of EkTERT AIMERS 

Entertainers face many of the same 
proUems th« domestic workers face. Given 
the job description, the nature of their 
probtems, though apparently quite similar, 
is not qiihe the same. Actudly. women 
wofken going as entertainen are often not 
evedclattifiedaawDdun.Theyareclassified 
« giwal woders In Japan, the country which 


accounts for ammd 90 per cent or above of 
the employment of overseas workers in this 
category, if one excludes those driven to 
prostitution. As ‘guest performers', they are 
issued a separate short-term visa called the 
entertainer’s visa. In 1989, 39,000 enter¬ 
tainers were deployed through authorised 
channels from the Philippines. In fact, 
employment contracts pronssed for Japan 
were almost entirely for this category. In the 
same year, an approximately equal number, 
about 40,000 Filipinos are estimated to have 
entered Japan illegally, to work almost solely 
as female eiKertainers. 

Actually, entertainers were the pioneers in 
the overseas migration of women workers 
from the Philippines. Their exodus started 
in the late I960t when disco joints became 
very popular. During the Marital Law regime 
in the Philippines, a type of tourism was 
promoted that was aimed at the overseas 
visitors especially from Japan, looking for 
femaiccompany. Whenin response to strong 
protests against this sort of tourism, 
commonly referred to as ‘sex tours’, in both 
Japan and Philippines, this type of tourism 
campaign had to cool down and the number 
of 'sex tourists' visitingihePhilippines began 
to decline. The origin of the Asian Women's 
Association in Japan established in 1977, 
can be traced to the opposition against these 
'.sex tours’ [Matsui 19911. Naturally, the 
once vigorous tourist establishments, catering 
to this particular brand of tourism in the 
Philippines, were adversely affected. As a 
result, a significant number of Filipino 
'tourists' started streaming into Japan. In 
1979, only 9,100 Filipinos were granted 
tourist visas by the Japanese Embassy. This 
figure more than doubled to 20.512 in 1978. 
rose to 50,084 in 1983 and an all lime high 
of 77,275 was reached in 1986. Two-thirds 
oftheseUHirists were women [Roberto 1987). 
It is suspected that a very large proportion 
of these women tourists ended up working 
illegally as entertainen. 

The 1980s saw the beginning of Asian 
women being brought to Japan to work in 
the sex and entertainment industry. It was 
only in the early 1980s that the Japanese 
embassy in the Philippines introduced a new 
vixa category called ‘emenatner’s visa’. But 
the number of those granted entertainer's 
visas accounted for only part of the outflow 
to Japan's entertainment industry. As noted 
above, many of the so-called women tourists 
from the Philippines to Japan, whose number 
increased significantly during the 1980s, 
possibly got inducted into the Japanese 
entertainment industry. 

Thai the entettainers are in great demand 
in Japan goes without saying. There has been 
a long tradition and culture, based on 
emcftainment and prostitution in Japan. A 
public prostitution system was esuMished 
in Japan as early as in I S28,uiidcrthe feudal 


Samoni mien- However, in recent yean, 
there baa teen a great shortage of young 
women wtMkers wllUng to work in the 
enteitaiBinem and sex industry. Japanese 
women now working in this so-called night 
industry ate moatly middle aged women. 
Even they are beoonting increasingly rare to 
find. However, the tradition persisu of 
Japanese fflcngoing fromoneclub to another 
to relax in the evening after a strenuous day's 
work. The average working day in Japan 
continues to be long compared to that in the 
other developed countries and the average 
number of paid holidays is smaUer. The 
Japanese ate said to work even on Sundays. 
Under such extrmnely demanding work 
pattems. Japanese ‘business warrion’ are 
supprmd to need some kind of outlet or 
relief. So they frequent entertainment 
facilities together with their colleagues or 
business customers. It also happens diat the 
companies themselvesoffidalty provide theiT 
employees and customers opportunities to 
drink and enjoy entertainment with women 
[Matsui 1991]. 

The night clubs in Japan continue to require 
women entertainers in large numben. This 
is where Filipino girls partietdariy fit in, 
given their general background and inniir 
love of music and dancing. Also, the Filipiiio 
girls speak English and the Japanese can 
praaice what little knowledge of tiK language 
they possess. Thismakes Filipino giris doubly 
popular. Entertainers to Japan are at preserK 
drawn largely from three ronniries, the 
Philippines.Thailand and Taiwan with mote 
than 70 per cent from the Fbilipptnes. 

Those enteitaineii who hail from the 
Philippines arc drawn from three differeffi 
sources. Those who come from far out rural 
areas. These are young girls from poor 
families who are recruited largely by 
unauthorised recniiters, brought fortrainiiig 
to the cities and sent to the vvious night 
clubs in Japan. Then there arc those who go 
as process^ entertainers. They arc usually 
unemployed fresh graduates from the lower 
middle classes in the cities. The nuyoiity of 
them are breadwinnen for their familiet. 
And finally there «e those who go from tte 
red-light districts attd local night clubs in the 
Philippines. These women, it is believed, 
tend to migrate illegally. 

Incomt-felated txploitatioti: A nujor 
problem of the migrant entertainen is what 
may be described as income-relMed 
ex(4oitation. The very fact tlut woawB go 
at entettainers knowing that their visa it for 
a short period only six mondtt mMMttni 
they expect lo mdee mon^ in a dmtdMlIiOB 

of time. This however hnrrmiaa an ahmivc 
abjective, u a nqior propartioii of ihek 
eamings geu siphooed off to Iho vartam 
imetmediatiet. It starts with the ncMhaMM 
ageia and ends with the Japanese gitNMMf, 
In ahnosi a(I caws thew ymmg gfrit am 
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picked upbyKcnjitenintheirowncountriei 
■ltd lem to Japan with a contract italiiig that 
they will work at waitretiet, modeic or 
ordinary hostesies but not engage in 
pioatilution. However in reality they are fold 
out by the recniitera to promoten in Japan 
many of whom are related tooiganiied crime 
pangs, bet ter knownas‘yakuza’. It it believed 
that for each woman the recruiter receives 
between US $2,400 and US $ 8,000. The 
women are then sold to clubs and other sex 
business owners at double the price. 
Sometimes, they are simply rented at a 
nwnthly charge of US S1,600 to US $6,400 
[Matsui l991].So, a girl has to earn enough 
to cover such a monthly charge and sti II have 
tome income of her own. 

To protect these girts. POEA has prescribed 
a ceiling of 40 per cent on these payments. 
In actual practice however, they end up paying 
66 per cent if not more. So while on paper 
an entertainer is supposed to make a gross 
monthly minimum of $ l.$00. in actual 
practice she makes a net income of not more 
than $ SOO a month. Some report even lower 
net income of as low as $ 300 per worker. 
Since, a very subsiamial portion of the 
entertainers are working illegally, either 
because they overstay their valid permits or 
because they enter Japan illegally in the first 
instance, ihdr vulnetidiilily to extortion and 
exploitation of all soru incmises. Once their 
visa status becontes illegal, there is no limit 
to the abuse and expfoiutlon that thcK women 
have to face. 

Sexuai Abuse: Overseas women entering 
Japan on entertainer visas usually opt to run 
away from their promoten after six months 
have lapsed bectuise they can then earn more 
by themselves. By thus extending their stay 
illegally, however, they become easy prey 
to (be dreadful Yakuza, who are supposed 
to control most (80 per cent) of the night 
clubs in Jiq>an. It is then that the girls get 
forced into prostitution. 

‘Dohan’ is compulsory dating or meeting 
with customen outside the clubs. The enter* 
talner is supposed to bring the customer to 
theclub afttt the date. According to a study, 
80 per cent of the clubs in Japan practice 
dohan. In lortK clubs, emertaiiien are given 
monthly quoa of 25 dobans, i e, roughly one 
daily date. And such dates must eventuate 
in the customer’s visit to (he club. Failure to 
deliver means a very heavy penalty of $ 100 
per dohan missed. There are times when 
fines exceed the entertainers’monthly salary. 
Entertaiaere are thus prone to sexual exploita> 
tion because of this lamentable prance. 

In addition to proneneu to sexual abuse 
and prostitution, entertainers fiom oveneas 
vuliienbletodiugabuseand venereal 
(hseases. Given iheenonnouspicssumunder 
wMch the eniertainen have to work and the 
indignittes they have constantly to endure, 
it should be a matter of no surprise if levetal 


of these women uttinutely suffer mental 
breakdowns.hisiepoftedthatbetween 1989 
and May 1990, there were 44 case of mental 
breakdowiu among Filipino eatertainers in 
Japan. 

Between the Filipino and Thai women 
entertainen in Japan, the biter are mote 
victimised. Flntiy.ThusrarelyBpeakEnglitb 
and cannot defend themselves. Secondly, 
they are nKMtly Buddhists and they cannot 
ask easily for help from the Catholic dHirch 
as Fi lipino women do. Thirdly, they arc sent 
to Japan by wellorgani Bed recruiting agencies 
often connected with theunderground mafia- 
type organisations, and lastly the Thai 
community in Japan is much smaller than 
the Filipino community, to rely on [Matsui 
1991]. Some Thai women are themselves 
known to be in league with the recndterB. 
But that is Irueof some Filipino women also. 

Studiesofentertainersfitim the Philippines 
in Japan report not only problems connected 
with prostitution, drug abuse, but also poor 
woiking conditions, long worfci ng hours and 
violence in addition to the problems 
connected with loneliness and linguistic and 
cultimi isolation. Probletiis of loneliness 
and isolation are particularly felt by those 
who work in clubs located in far away, 
distant parts of Japan. 

In Japan, where there is the . largest 
concentration of overseas entertainment 
vrorkeia, and that too predominantly from 
the Philippines and Thailand, the Philippme 
embauy was reported to have had to deal 
with a large number of complaints. Requests 
for help from entertainen is very large, 
particularty from those who are working 
illegally, either because they had overstayed 
their work permits or were never admitted 
in Japan with permission to work. 

To concentrate on Japan alone In the 
context of women going overseas to work 
as entertainers could create an impression 
that the problems connected with their 
migration exist only in Japan. In reality, the 
extreme types of exploitation might well 
exist in all those countries where enter¬ 
tainment is altogether a subterfuge for 
prostitution and where almost all foreign 
women in prostitution are illegal mi^ants. 

The Need roa PhoTarnoN 

A reference «vas made above to the iMed 
for the labour attaches to extend sonx 
protection to illegal workers. The wotken 
may have succeeded in going ovoieas 
thfwgh uiuwthofiied duumeis or may be 
staying and working overseas without the 
authorisation ofthe host country. Informally 
it is believed that for every two legal migrant 
wotken in the west Asia there b one ilfegal 
worker from India. The rttki of illegal to 
legal women worken it believed to be 
somewhat higher. Whatever the circum- 
ttancei in wtiM they me staying and work¬ 


ing abroad, they are. eathtod to the baeic 
protection of oar diploinatic representatives 
in those countries. It is the experieoce of 
other Asian labour exporting countries, for 
example,thePhilippines.that illegal workers 
are paiticulariy vulneiable to various abuses, 
work and contract relaled no lew than 
physical. The reason is simple, namely, that 
both employen and agenb take ftill advantage 
of their vuliierability as illegal workers. The 
vulnerability of the illegal women workers 
to cxfddtatJon of all types is found to be 
die maximum. It is absolutely impmtant that 
our rhploniatic offices keep particular track 
of women nationals, ill^tl or legal, their 
respective jurisdiction and extend to them 
the necessary protection. 

Conclusion 

There is considerable scope for alleviating 
the probtems women woiking overseas face 
by appropriate policy interventions by 
governments and meaningful community 
efforts. Unfortunately, we are right now at 
the stage when the existence itself of the 
problem is not fully acknowledged. Once it 
is acknowledged that a large number of our 
women nationals working abroad could be 
facing problems, the rpiestion to be asked 
is whether women in some occupations are 
more vulnerable and exposed to exploilation 
than in other occupations. If so, our second 
question would be what sort of protections 
could be extended to those particularly 
vulnerable. 

As to the first question, the evidence is 
overwhelming that in occupations like 
domestic work and entertainment the risks 
are veiy great. When one comet to the second 
question, the answer is not very clear. Does 
the experience to far suggest that female 
ntigiutionforsuchtypeof occupations should 
be totally banned? We have seen that banning 
does not necessarily work, as in the case of 
Bangladesh. India does not ban migration 
of women woiken altogether but it it 
supposed to be restrictive. Prom both 
Bangladesh and India, there is tubstantisi 
illegal migration of female walkers who end 
up at domestic and sex worken In other 
countries. And, as we noted, the vulnerability 
to exploitation is the greatest for illegal 
women migrants. Isn’t it better than that the 
labour exporting countiiet accept the reality 
that their workers, incliufing women workers, 
will migrate acrou national boiden, given 
theoperationof variouspush andpull factors? 
Why not then, follow the polity of the 
Philippinea and Sri Lanka and prep a re end 
train women worken for the occupations 
they would work in7The answer it not clear, 
however, from the experienoe of these 
oountrtea, because atoriea of exploitation of 
their overseas women worken abound. Even 
these countries have not been particularly 
tuooesaftil in ooMaiiiiiig the lUegal outflow 



of their woneaworiun. Stm»laissa-/ain 
policy on female labour mpoit ii no aniwcr 
putting ae It would, the ei^re onui of telf- 
piotection in an alien eavinnunent on the 
individiial women migrant Government 
cannot divest themselves of their 
responsibility in this regard. 

Action at the intenutional level may also 
be called for with respect to working 
conditions of overseas women workers in 
general. For women In domestic service or 
emertainmentindustTyinleinattonal attention 
is necessary on a priority basis. As things 
stand at present these workers enjoy no 
protection from the local labour laws as 
several of these laws specifically exclude 
domestic servanu and choose to be totally 
silent on those in entertainment business. As 
a first step, therefore, the extension of the 
local labour laws in the labour importing 
countries to coverdomestic and entertainment 
workers may have to be campaigned for. 
Enforcement of such laws is no doubt difficult 
due to the privatised natu re of domestic work 
and the delicate nature of entertainment 
business but the experience of countries 
already enforcing such laws could be drawn 
upon. The problem of domestic and 
entertainmem worken illegally hired and 
whose employment is sought to be hidden 
from local authoritiesinthelahourimporting 
countries is a matter of wilful violation of 
law by the employer and has to be dealt with 
accordingly by such countries. The important 
thing to ensure intenuuionally is that the 
overseas domestic or entertainmem wmker 
is given due protection from being falsely 
implicaied in such violations. And whatever 
international action can help in this regard 
it must be striven for. 
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DISCUSSION _ 

Education: Underinvestment or 
Misallocation of Resources 

C B PadoMuaUiaii 


THE article 'Five Decades of Under¬ 
investment in Education’ by Jandhyala B G 
Tilak (EPW, September 6) makes very sad 
reading both because of what it convc)’s 
about the sorrowful plight of Indian 
educational financing in tenm of magnitude 
and because of what it does not convey 
regarding the pattern of financing Indian 
education. It has dealt with the pattern of 
public expenditure as percentage of national 
income, share of government budget for 
education and share of different items of 
expenditure in the plans, all of which are 
important. But very different ate the issues 
in pattern of financing which are concerned 
with the way in which education is financed 
in a federal set-up like India’s with five-year 
plans and ethical ion being a state subject and 
now local bodies also emerging as the third 
layer of government. Very specifically, the 
issues are how education is finwioed in the 
five-year plans and by the states, the process 
of allocation, how the centre finances 
education through plan Bssistnoe, thefinance 
commission awa^ maioly for non-plan 
purpoaet,howihe centn and the nates will 
give funds to local bodies and institutions. 
One looks in vain for a tiisciusion of these 
issues in the conceraed article. 

Though the paper is titled SO yean of 
underinvestment in education, it hu begun 


with the pattern of financing and it deals wilt 
the expenditure devoted to education whict 
has both consumption and invesimetu 
elements and not all of it can be callec 
investment. 

Theauthor’srefeience to the zig-zag prator 
of Enancing various levels of educatioe 
reflects the confused state of priority it 
education in India. Itisnotsuiprisingbecatai 
there is utter confusion in the field of studiei 
and research in Indian educalknal ffnance. 
'The paperunder consideration hasdealtwid: 
public expenditure on education. Of courac 
the author has refeired in places to the paneiT 
of allocation, as. for example, amra^ iiw 
different items of inputs. 

There is a great deal of concern for ei|uit 
i n a democracy and tber^ore there it diaci» 
sion on an equitable system of financin 
There have been many studies on finanda 
of education and equality of opport un ity. 

The author has observed thtt in the pH 
questions relating to financing of 
revolved around improving the tneduidn 

ofallocation of puhUc resoutoealoedneilka 
Ok wishes thia wereinie. On thacoMnr 

only the question of equity in the ffatHKhii 

of education luu received mote attealiHi 
relatively speMring. This MUhar Im Jh 
completed a manuirript on ■wthw li 
impreving allocation of reaouicea ' 
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educatioii. Even in the current debate there 
is talk of privatisation of only higher 
education and dependence on World Bank 
aailstance is for (he purpose of expansion 
of primary education in districts with low 
levd of female literacy because the resource 
crunch will not allow both etbeation and 
socio-economic developinetu to take place 
simultaneously in such backward regions. 

Further, though the paper also talks about 
‘ibe clear policy adopted in favour of 
genetXMis public financing of education”, the 
fact of the matter is that the pattern of 
financing has been an inappropriate one for 
public financing of education in India at all 
layers of government and institutions. It has 
not been able to take cate of even reduction 
of wastage at the primary level, not to talk 
of other otqectivcs like equalisation of SC/ 
STand girtsor regional inequality prevention 
or improvement in quality of education. The 
article has brought out the fact that there 
has been misallocation of public finance to 
education, but underinvestment is another 
matter about which one hopes the author will 
come out with arxither paper. 

The Indian education system even at the 
primary level is very large. In 1994 38 per 
cent of the population or 34.S croie were 
childien; out of them about 13.7 crore or 13 
percent were below five years. Only 44 per 
cent of the potential number of children 
reach class V. Further, there ate 6.5 crore. 
in the age groups 6-14 who are out of school. 
According to the human rights commission, 
there are 10 crore child labourers who are 
not in schools. 

A large amount of resources are required 
for financing primary education. For Bihar, 
estimates have plac^ 8 per cent of SDP as 
annual investment and for UP 5.7 per cent 
of SDP. When there are such large resource 
requiremems by individual states, there has 
to be flows of educational finance from 
centre to state or front non-government 
sources to states. Since education in India 
is being provided both by the public and 
the private sector, it is not a purely public 
good. The exclusion principle barring 
students who fail to pay fees to a given 
institution can be readily an>lied. It can be 
described asaquasi-puMicgood On accoimt 
of the scale of ediicational activities atKl 
because educational provision affects 
economic growth and income distribution, 
the system of educational finance is found 
to be complicated. 

Charles Bensen, an educational finance 
expert, haalaid down tiucccriteriafor judging 
the system of educational finance: 

(a) whether the level of provision of 
educatioul service is adequate; 

(b) whether the distribution of educational 
resources is efficient; and 

(c) whether the distribution of educated 
resource is equitable. 


TUI the 19701 adequacy was jtidged in 
termi of sheer qus^ty expressed as a 
percentage of GNP. which practice began in 
the eariy 1960s at Addis Ababa. What waa 
adopted as a yardstick for international 
conferences was unthinkingly adopted for 
evolving national policiea, as in the case of 
India which still has the target of 6 per cent 
of national income for education. Another 
criterion evolved in internetional c on ferences 
intennsof a minimum level of per student 
expenditure at the primary level has been 
conveniently ignored. At any rate India is 
too targe a country with large regional 
variations and such a global target will be 
highly inappropriate. There have to be 
regio^ targets within the country. 

Be that as it may, dissatisfaction with such 
quantitative criteria has mounted and there 
are new adequacy measures which are 
intended to get somewhat closer to outcomes 
of the educational system. These are (1) 
proportion of children enrolled in primary 
schools by gender, (2) proportion of age 


cohort enrolled in lecondary aeboola; 
(3) adult Utente rate; and (4) m leant a 
minlnium levd ofciHiipeteoce. Punberroore, 
expenditure has to be incuned on improving 
nutrition, health, etc, of sludenti. 

In regard to equity, both inequity of a 
sociao-economic nature and regional 
inequitieshadtobe taken noteof rod regkxial 
inequalities are more important. 

Only when there is an efficient system of 
financing can there be efficiency in the 
fimetioning of the system also and therefore 
leaearchers will hare to look for an efficient 
system of financing. 

The author has not infonned us of the 
dangers of dependenceonexternal financing 
in an open economy and on foes or user 
charges, particularly in higher education, 
both of which are Innovative measures of 
educational financing which have to be 
welcomed as harbingers of still more 
itmovative ones. In short, we can describe 
the last SO yean as a period of misallocated 
resources for education. 
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Economics and Strat^c Managonent 

^onomics and strategic management represent two diatiiict leiearch cultures 
infmmed by two difTeient paradignu but wiib a common bouadaiy wliicb allows 
exchange of findings tinough tnuislation. M>78 In studying competitiveness 
researchers have used a variety of perspectives and methodologies, depeading 
on their academic backgrounds. The diversity of perspectives has enriched 
this field of enquiry, but has also added to its complexity. There is, therefore, 
a great need for a systematic and comprehensive review of the Uteratme in 
order to provide a foundation for future theory development M43 
Competitiveness of firms is a matter of central concern to stniegic theorists. 
Although economists have not addressed this issue directly, nwch of the 
theoretical and empirical work done by industrial organisation ectmomists 
in recent years does in fact throw useful light on it M*92 For many years 
firms trying to enter an industry in India were primarily concerned with 
getting permission from the government. However, with industrial dciegulalioa 
it has become imperative for firms to formulate entry strategies based on more 
market-oriented considerations. Existing economic literature can be used to 
provide a convenient framework for such strategic dccision-makiitg. M-99 
Plant exit data for the Indian pharmaceutical industry throw valuable light 
on the role of firm characteristics in the exit process. M-107 The nature 
of technology and industry and firm characteristics have major implications 
for theory and action related to the content of technology strategy and for 
the processes through which it is developed and implemented. M>111 

Prices and the Poor 


Most studies of poverty and inequality assume thW all families in one market 
face the same set of retail prices. A case study of three villages in Kamataka 
finds, however, that not only are unit prices fw food heterogeneous, but 
that the poor pay more for the same goods than the rich, suggesting 
that real inequality is greater than measured inequality. 3673 

BJP in 1996 Elections 

What were the major campaign planks of the BIP in the 1996 general elections? 
How did its campaign reflect upon the commuiud misgivings about BJP 
politics? What did its performance in the elections tell us about the BJP's 
strengths and weaknesses? How is the continued ascendance of the BIP in 
natio^ politics likely to impact Indian democracy and society? 3696 


Labour and Development 

‘High development theory’ emphasises 
the role of ecotKunies of scale, an 
elastic supply of labour and imp^ect 
competition and suggests the possibility 
of industrialisation being un^le to 
create new employment. This outcome, 
however, dqiends on the strength of the 
incTBssingretutm to scale inthedominant 
firms vis-a-vis the output elastidiiei 
fringe firms and the elaslkiiy 
of demand in the industry. _ 3060 

Joint Forest Management 

What facton nmt influence 
household participation in joint 
forest management by local 
communities? Two case studies. 3064 

New Challenges for ACRP 

AgroOimatic RcgkMwl PUtming 
(AGtP) hu to continually updare Its 
macro and r^ional petmectives on the 
rural economy and ks rfevelopnent 
prloridea. The challom before 
ACRP in the Ninth Pun with 
reference to food security. MNC 

—*l«^haltant4Afl 


Power to the People 

Some early experiettces under Kerala's 
prog ramm e to make village demoenqf 
a major development mc Awa m. 3061 

Isaiah Berlin 

Isaiah Berlin’s anti-utofnanisni. his 

critique of determinisin, his challenging 

insistence that liberty is not to be 
contested with other social goals 
prepared the ground for what we 
mutt face in an ere of malleable 
political Ideotogiea. _ 3653 

Advantage Iraq 

In the latest round of US-Ireq 
diptomatlc brinkmanship, it has been 
advantM Saddam Husaaia lo fin 
with US allies refuting to toe the 

US line and Saddmn phiyinc Mt 
caidi well in the Arab world. 3657 

Private Agenda 

At evoy cottfinBoe, dmiomI er 
imenatMul, on glotMlisathiii, iheni 
it ■ hidden agenm. The laoeni 
Conunonweahh Buahieaa Fonim 

• -I w • ■ S - 1 ' 


3047 




































LETTERS TO EDITOR 


CARE’S Case 

THE commeot ‘Case for Closer Look' 
(Sepcember 13-19) and its porttayal of CARE 
are patently unfair. In an attempt to provide 
the other side to the story, we would like 
to ptesent a response to a number of issues 
and allegations raised in the article. 

(1) The article depicts CARE as a US food 
corporation. Co-operative for Assistance 
and Relief Everywhere (CARE) is an 
international developrtietit and relief agency 
with its headquarters in Brussels, Belgium. 
Ten countries (Austria, Australia, Catuda, 
Denmark, France, Germany, Japan, Norway, 
the UK and the US) form the CARE 
International Federation. While food is an 
important resource for CARE, particulariy 
in disaster response, the majority of CARE 
projects worldwiile have nothing torio with 
food supply.The majority of CARE activities 
relate to health, environment, population, 
water and sanitation, AIDS prevention, 
micro-enterprise, education and agricultural 
development activities. One-third of 
CARE’S programme is related to disaster 
(e g, cyclones, earthquakes, etc) response 
and preparedness. 

(2) The note alleges that CARE is not a 
charity. Quite the contrary, CARE is a 
genuine and legally registered non-profit 
charity in the US. in all other nine monber 
countries, as well as in Belgium. In every 
one of these countries. CARE meets 
stringent regulatory starxiards that keep a 
very tight control on fund raising and 
spending. Additionally, several reputable 
‘watchdog’ agencies such as the Naitooal 
Charities Information Bureau and Better 
Business Bureau and news publications, 
such as Fortune, Money, etc, also regularly 
assess how funds are raised and spent. 
CARE consistently rates among the best 
NGOs in the worid in funds raised with 
low corresponding administrative over¬ 
heads. In addition to this, all CARE 
country members have boards of directors, 
from the private and public sector, 
members of which volume their time to 
ensure that CARE is well managed and 
cost-effective. 

(3) The note alleges that CARE had 
destroyed all its books and accounts related 
to the case. CARE has submitted all recoids 
required to the satisfaction of the court over 
the years of the trial. These remain as part 
of tte evidence used in the trial. 

(4) The note implies that CARE’s 
executive director was sent to jail for 
misqipropnation and flnancial crimes rdated 
to the Laxmeat Kills a Tiger case. The fact 
of the matter is that in 1980, CARE's 
etecudve director was implicated, by a 


regular CARE internal audit, to be 
miaappropriating funds from a US travel 
and representation account. The board of 
direcUm of CARE vigorously pursued the 
case, filed charges against this person and 
he was sentenced to two years in jail. This 
was an unfortunate episode in CARE’s 
history, 10 yean after the Laxman case was 
filed, occurring entirely in the US. The 
person involved and the case had absolutely 
no relevance to case between Krishna 
Murthy and CARE 

(5) The note alleges that CARE broke 
the contract with P N Krishna Murthy 
because he refused the‘Tood organisation’s” 
request that he publicise "an American food 
pr^ct for marketing in India”. This it 
blatantly untrue. CARE hat never reques¬ 
ted this and, at a matter of policy, CARE 
does not publkite specific types of food 
donations programined into development 
or emergency programmes. One clause of 
Krishtu Murthy’s contract to produce the 
comk was terminated after allepitiont arose 
over submission of false receipts. (Two of 
CARE's Finance staff also had their 
employ ment terminated due to these alleged 
improprieties.) Krishna Murthy initialed 
the cepyright case against CARE only in 
respect to one version of the comic book, 
which was contracted with the same message 
to promote locally available generic 
nutritious foods (eg, vegetables, pulses, 
fruit, grains, meat. fish, etc) exactly as the 
others already produced. It may be of interest 
to note that the time Krishna Murthy 
decided to File the case, he had already 
successfully produced, and C^RB freely 
distributed. 4.25 rnn copies of the same 
comic book aimed at Improving the 
nutritional health status of primary school 
children. 

(6) The note claims that CARE has 
violated it’s original 1950 agreemem with 
the government because it uses state funds 
instead of its own. Over the past 26 years 
that the article refers to, CARBftas brought 
resources (cash, equipment, food, etc) 
valued at over $ 1.5 bn into India. (^ARE 
hat worked closely with the state 
gover n me n t s to ensure that these resources 
reach the poorest of the poor in all patu 
of the oountiy. During that tame polod, 
state governments contributed the 
eqidvalent of about $ 60 nm lo^ currency, 
as part of the direct implementalion of tte 
Integrated Child Devdopment Services 
(ICDS) programme to cover local 
monitoring costa of the CARE-assisted 
ICDS progntmiw. CARE vdues it’s long 
associatioii an d partnership with the central 
and state govesiunenu of India. CARE is 
proud too of it's long asio ci a ti o w ' with the 


ICDS programme which has beei 
inlernatioiiallyrecognitedatanapptopriit 
developmeot programme. C^ARE doet ix 
work or operate in India with ‘impunity 
at your correspondent would have ih 
reader believe. Every prarject CARE has i 
India it developed with governmci 
counterparts and approved by them as beir 
appropriate to alleviate povmty and nu 
nuMtion among the pooiest populatii 
segments of India. 

(7) The note alleges that it has be 
CARE that has "succeeded in stalling t 
proceedings for the past 26 years” a 
received only a Rs 3,000 ftne because 
pleaded leniency to the magistrate. CAI 
hat tried, unsuccessfully from the beginni 
to settle the case with Krishna Murthy. 7 
Rt 5,000 fine that was given to CARE I 
nothing to do with my imaginvy plea 
leniency, but is the maximum fine that 
magistrate could impose under the copyri 
law. CARE does not agree with the ven 
and believes that the court seriously er 
in considering the fiuns. 

CARE believes that the Laxman Kih 
Tiger case has been unfortunate. The c 
is unprecedented in our oifanisatk 
history; in terms of an embittered indivit 
Dying to use a contractual failure bet* 
himself and his former employer to 
judice the minds of the reader against CA 
which has a proud history of pov 
alleviation in India and elsewhere 
terms of the extraordinary length of 
that it has taken to restdve the case 
more threats coming from Krishna Mi 
for more of the same; and in the t 
of the energy expended by the jud 
system, CARE and others to F 
resolve the cate that, by India standar 
almost insignificant in it's newswi 
importance. 

While the purpose of the note may 
been to point out deflciencies in the 
sector in Indio, we believe it seriously 
in using the Lrunan Kills a Tigereogl 
case u an example, at it it bail 
abstriutely incorrect and unrelaled 
mation. The case does exemplify 
deficienciet in the system. The one 
obvious it how one individui 
indefinitely tie up the courts and pr 
u> m extn^nafy d^ree, a fiivtdw 
caae, while at the tanw dine refus 
resolve the ‘wrong’ he alleges tc 
received for the takeof conti nuin g tof 
poiion-pen anlclet, 

Amtaiha 

Director Admiiiiitration, 

CARE India, 

NewDelM. 





ECONOMIC 

AND 

POLITICAL 


"rom Exchange Rate to Economy 


N November 19 when the rupee touched 37.S2 to the 
dollar, the then governor of the Reserve Bank had 
glared that at that level the fall in the rupee's exchange 
Blue had bottomed out, that “in view of the fundamentals, 
lere is no ground for a further weakening of the rupre” and 
lat “the Reserve Bank will not hesitate to intervene to prevent 
iy overshooting”. Actually the Reserve Bank hu been 
tervening quite regularly in the foreign exchange market, 
the process using up perhaps $ I bn of its foreign exchange 
iserves to suppmt the rupee at different levels during its slide 
er the past three and a half months. Towards the end of 
is week, with the rupee touching 38.40 to the dollar, the 
eserve Bank has taken its intervention a step further by 
sstponing the phased reduction of the banks’ cash reserve 
tio and introducing Fixed rate repos to mop up liquidity 
the system, raising the interest rate on post-shipment export 
edit^m 13 to IS per cent and monitoring the cancellation 
' forward foreign exchange contracts by corporates. 
Against the backdrop of the precipitate depreciation of one 
mth-east Asian currency after another and, most recently, 
the South Korean won itself, the exaggerated focus in the 
edia on every few peisc chiuigc in the exchange value of 
c rupee and the dramatising of virtually every other day’s 
xhange rate level as 'a historic low’ are not surprising. The 
anagement of the exchange rate has, however, to be judged 
;ainst a number of developments pertaining to the economy, 
mong the most conspicuous of these from the exchange 
te point of view is the sluggish growth of exports for the 
cond year in succession. And while the current account 
.ficit is not as of now expected to exceed the projected U 
a* cent of GDP, thanks to the moderate growth of imports, 
ue has been a slowing down of foreign exchange inflows 
ider ahncM all heads and, acoonliiig to one report, the govern- 
sni has scaled down its expectation of addition to foreign 
change reserves in 1997-98 from $ 7 bn to $ 3.5 bn. Tlic 
ise for exchange rate dqxeciatkm to enhance the price 
impetitiveneas of Indian exports has now been streng- 
ened by the relatively sharp devaluation of the south-east 
lian currencies. At the same time, the implications of 
change rate depreciation for the domestic price level 
ust be reckoned u being manageable given the con- 
uied low rate of inflation and the easiness in international 
troleum prices. 

That having been said, it has to be acknowledged that 
change rate depreciation, however competently managed, 
nnot be expected to shore up the fundanwntalt of the 
onomy; ratto it will merely mirror the slippages in die 


latter. For successful exchange rate management, it is 
ultimately these fundamentals whichmust engage the attention 
of the policy-makers. Here the picture is far from pretty. 
Investment in critical areas of infrastructure remains cloggerL 
The expectations of targe private, especiially foreigiu capital 
flowing to these sectors have been by and large belied. And 
without any improvement in government saving, there can 
be no hope of public sector investiTKnt filling the gap. The 
principal lesson of the last five years or so in this regard is 
that investment, whether private or public, foreign or domestic, 
in any substantial measure in the areas of the economy where 
such investment is imperative is predicated on the estaUiriuneirt 
of innovative regulatory bodies and norms, and restructuring 
of a number of the existing agencies such as. to mention but 
the most obvious of them, the state electricity bowds. 
Unfortunately, the coming together in parliament of parties 
stretching across the political spectrum from the right to the 
left against the move to institute an insurance regulatory 
authority or the lack of action on electricity iariffii and putting 
right the SEBs does not hold out much hope of progress in 
these directions. Most importantly, a significant improvement 
in investment and growth in the economy calls for mqjor 
changes in the functioning of the financial sector, but the first 
moves to infuse a measure of professiona] competence into 
the dominant component of this sector represented by the 
public sector commercial banks and to prod them in the 
direction of operating in acompetitive environment have only 
been barely initiated and there is no knowing how seriously 
and how far they will be pursued. It is worth noting in this 
context that the one thing the recent developments in south¬ 
east Asia as well as in South Korea and Japan have underscored 
is that the infirmities of the financial system just cannot be 
swept under the carpet indefinitely. However, the portents 
here are hardly encouraging, going by the way all ‘raform’ 
of the public sector industrial and bittiness entetprises has 
been stonewalled. The real purport of the industry ministry’s 
fancy schemes in this reguti appears to be to provkk a 
lespecUble facade for the perpetuation ofbureaucnlic control 
over these enterprises. 

Given these numerous soft spots in the economy and in 
economic policiet and their impleraentation and given the. 
now almost certain, pr(»pect of a caretaker govetniaent 
in office till the Lok Sabha elections in four or five 
months, a measure of jitteriness on the part of Ihoae entrus¬ 
ted with managing the exchange rate is undetstandaUe. 
All the more reason for them to be on thw guard agmat 
knee-jerk responses. 




J 


BJP 

Numbers Game 

THE Bharatiya Janata Patty (BJP) remaiiu 
unsure of its future course of action in the 
overall political uncertainty genctated by the 
withdrawal of support by the Congress to the 
United Front (UP) govemmem. With the 
president taking time to teach his decision, 
the BJP leadenhip which, to begin with, was 
in favour of dissolution of the Ldt Sabba, 
began to argue for a ‘political tealigntneitt' 
which would enable it to fonn a government. 

With the UF refusing to give in on the 
DMK issue, the chances of engineering a 
split among the constituents of UF appear 
remote for the BJP. Incidentally, the UP 
which displayed itsdisatray on various policy 
matters lus twice proved itself resilient in 
periods of political crisis. Neither aAer the 
fall of Devc Gowda's government nor now 
has the unity of the UF been dented which 
does suggest that concrete political interests 
have coalesced around the UF which, despite 
the discord within, sustains the formation. 
Though doubts petsi stover MulayamSingh's 
commitmeiu to the non-Congress line adopted 
by the UF, his rapprochement with the 
d^litated Congress is hardly going to yield 
any dividend in Uttar Pradesh, unless he 
equally mends his fences with the BSP. 
Moreover. Mulayam Singh’s adherence to 
the UF line on the DMK in the present 
circumstances signals a measure of 
subordination of the BSP’s particul ar imerests 
and an expression of solidarity among 
regional pcditical groupings. 

’This leaves the BJP with the Congress as 
its sole target for causing defectiotu. Buoyed 
by its recent success in UP, the BJP is 


anxiously waiting for a Naraah Agarwal to 
emerge from within the Congreu fold and 
help it form a govemmenL With each passing 
day the BJPhas become more open in wooing 
Congreis MPs, the latest move being Atal 
Befaari Vajpayee’s exhortation to them to 
leave the Congress and prop up a BJP-led 
government in the national interest. L K 
Advani has been preparing ground for Con¬ 
gressmen to switch over by pointing out thtf 
the BJP’s growth has been at the expense of 
the Congress support base. 'The claim slurs 
over the fact that it is largely the upper castes 
who have changed their loyalty from the 
Congress to the BJP, while the other two 
componoits of the poiitical alliance forged 
by die Congress, the dalits and the Muslims, 
remain out of the teach of the BJP. And the 
BJP'saltempttowinovertheOBCsisseveiely 
contested by the SP and the RJD. But in its 
pursuitof pragmatic politics the BJPisanxious 
to paper over this fractured mandate - which 
the patty knows another round of elections 
is not going to significantly alter. 

TOBACCO 

Futile Exercise 

THE Food and Drugs Administration in 
Maharashtra together with cancer spedalisU 
and others have been able to get the tobacco 
industry to agree to formulate a campaign to 
prevent the use of tobacco among children 
and young adults. 'This is rather like a man- 
eating monster agreeing to cut a finger nail 
so as not to hurt the victim it is devouring. 
’The Tobacco Institute of India (Til) which 
lepiesents the cigarette industry in the country 
atmounced that it was willing to initiate a 
campaign to persuade’paanwallas’not to sell 


*beedis’ to cfaUdien bdow IS yean. One 
nuQr of courae udee the view that any eflttt 
If sincerely impleinented will have loiue 
impact; on the other hand, the notion of the 
country's paanwallas checking og 
consumers’ age before selling them beedis 
or cigarettes is loo absurd to need anyftirther 
discuuion. 

But then thit is precisely the kind of 
response that the tobacco industry has got 
away with for a kmg time, all over iIm 
world. And this should have been takn 
note of by those who sought to appeal lo 
the industry. White undoubtedly the sinceriiy 
of these efforts and that of tlw authors (rf 
this appeal caimot be questioned, thcii 
naivete is rather surprising. The FDA, at a 
symposium it had organised on the issue, 
actually put forward a proposal that Hit 
tobacco industry should pay oompetuaiion 
to underage children who are addicted to 
smoking and ‘gutka’. Surely it must have 
known that it has taken decadesof identiess 
campaigning and documentatioa and legal | 
batdes to force the industry lo its kttees; and 
that too in an out-of-couit seltlcmeiit in one 
case, so that it does not set any sort of legal 
precedent. Not surprisingly, TII ptetidro 
Atnit Sarkar categorically demanded, “give 
us proof along with statistics and if proved 
let us ban it. Wcare not here to cause death* 
Given that the tobacco industry hii 
challenged, often successlully, some of (he 
best research, 'proof of any kittd wouU 
hardly have been useful, even if the FDA 
had thought of putting together the weli- 
documented literature that exists on tit 
subject 

11)6 more useful suggestions came fma 
the FDA commissioner that tobacco aid 
tobacco products be declared to be drugs/: 
nnedical devices, that legislation be enarttd 
to monitor quality and nicotine content and 
that tobacco advertising be completd; 
banned. This is something many epuntrie 
have successlully Imptemented Canah 
Malaysia, Singapore and Norway havt 
banned tobacco advertising, while 12 EE! 
countries have banned chewing tobaon^ 
Surprisingly, there appears to be liitk 
concern ab^ tolMcco companies spoe 
soring sports meets, a subject which hs 
caused much controversy in Britain. Th 
recent decision of the Labour fovernmed 
exempting Formula 1 motor mdng fn* 
the general ban on tobacco companiri 
sponsorship of sports events has M lo' 
fiitore not rmly in Bnglaiid but in ik 
Eurogteao Conunlasioo as wdL Cric^ 

loumatnenu in India, the sports events wk 

per ha ps the laifert oonsiiteai viewenhil 
continue to be sponsored by tobarf 
companies. 

Chroriy, curbing t obacco usage in Ind 
(as in odier third world countries) is go** 
to be fv more tfifficuh than fas devetopt 
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itriet. Given thii, the roost effective tool 
the goveniinem's hands - banning of 
irtising and iponionhip, creation of 
ic health agmcies directing efforts to 
(I the young from tobacco, selective 
don, alternative employment to those 
risk losing jobs in the event the industry 
iks, and so on. This is definitely one area 
ctivity where the effons of voluntary 
icies and even the FDA and health 
icics will come to nought i r the state docs 
tep in with adequate legislation and 
:tive implenoentation of laws. 

JTICS 

iking the Ghost 

irrexpondent writes: 

ER watching the shenanigans in the 
Hi's political circles during the last lew 
(s, one feels sad that we have come to 
a pass that the future ot any government 
:w Delhi has to be determined by the 
i of an eminently forgettable ex-prime 
.ter. Inadcsperatc move to bounce back 
jwer at the centre, the Congress by 
ing a stir on the findings of the Jain 
mission is exhuming something which 
Id have been left alone - the inemmie.s 
Ji V Gandhi. The Sripcnimbudur tragedy 
I him from the Bofors .scandal whicii 
d have stalked him all through his life 
ie been olive. His party, which thrives 
larketing martyrdom - which it used to 
vantage in the two elections following 
recessive assassinatlonsof IndiraGandhi 
cr son - is now try tng to make the ghost 
; martyr walk to win the next elections 
ing it back to power, 
c impact of such marketing on the 
orate was described by political 
•vers in those days by the euphemism 
pathy wave'. CUmgiess poliiician.s today, 
irately looking for a straw to clutch at, 
to create this wave in the coming 
otu by projeciing .Sonia Gandhi as ihcir 
r who enjoys the elcetoral advantage 
ng the widow of iheir ‘beloved leader’ 
Gandhi. Let us prepare ourselves for 
irical outpourings about Rajiv's 
rdom and his widow's litanies of 
ilaints, that arc sure to mark the election 
hesof the Congress leaders if they ha VC 
:e a mkl-lerm poll. 

1 in the meanwhile, the ruling United 
, instead of being chicken-hearted 
St the Congress ofTensive on the issue 
'ivOandbi’sassaisinalion, should have 
1 the game according to iU retaliatory 
given the ikullduggefy that is part of 
It parliamentaiy politics. IftheCcmgieu 
to twist iu arms over the Jain Com- 
m report (by demanding the ouster of 
MK from the government), it could 


have retaliated by threatening to disclose the 
full details of the Bofws inquiry > which, 
reportedly, not only implicates the late Rajiv 
Gandhi, but also his wife, Sonia Gandhi, in 
illegitimate commercial dealings with an 
Italian businessman who is on the wanted 
list of the Indian police. 

If the country is going in for another 
election, it seems that the Congress is 
determined to turn it into a plebiscite on 
choosing Sonia Gandhi, or .some other 
al lemati vc. As speculators in the Indian stock 
exchange, in politics also the Congress is 
gambling on the mood of the Indian voters, 
whodespite ihcir being described as a mature 
cleciurute by political commentators, remain 
an unpredictable mass of mercurial and 
volatile elements, susceptible to all sorts of 
•waves’, tanging from sympathy for the 
martyrs of the Nchru-Gandhi dynasty on the 
one hand to aggressive support to the Ram 
Janmabhoomi movement on the other. 

PAKISTAN 

Murky Developments 

IT is easy enough to view the current crisis 
in Pakistan as just one step in the general 
movement towards the establishing of 
democratic practices and institutions. It is 
not ut all surprising that in this context the 
relationship between the executive and the 
judiciary should come under duress. After 
all, with the power of the president to dismiss 
the jirime minister and his government 
annulled, the role of the judiciary becomes 
tnr more important; as it should in a 
democratic structure, one would assume. 
What is of course curious and peculiar to 
Pakistan is the role of the army which is 
emerging asachampion of the democratically 
elected govenunent, rather than going back 
to us old role of taking over executive 
authority directly. 

There are several issues which have 
coalesced inthecuneiU controversy. Of these 
the passing of the 13th constitutional 
amendment in the national assembly last 
year to repeal theeighth amendment was part 
of the process of strengthening not only the 
office of the prime minister but an elected 
government. An appeal was filed in the 
courts by sections loyal to General Zia ul 
Haq demanding restoration of the eighth 
am^ment, aiming at reviving the powers 
of the president. This case and the fact that 
the president, under the direction of the chief 
justice, did not sign the Coittempc of Court 
law passed by the national assembly brought 
the presidential offtce into direct conflict 
with the elected government. 

The other equally complicared issue is the 
power of the executive in appointing judges 
of the higher courts. This Is not of course 
a new issue and has been hangiiig fire since 


Benazir Bhutto’s dme. When the guvemment 
chose to reduce the ftmigth of (he Supreme 
Court from 17 to 12 so as to avoid having 
to appoint some of the persons recommended 
by chief justioe Sqjjad Ali Shah, the latter 
instituted contempt of court proceedings 
against the prime minister. However, there 
was dissension within the judiciary which 
had not been consultedover the recommenda¬ 
tions made by the chief justice. Meanwhile 
prime minister Nawaz Sharif threatened to 
impeach the president for Us role in the 
crisis. 

The propriety of the chief justice presiding 
over the contempt case against Nawaz Shari f 
was brought into question, when the Quetta 
and Peshawar registries passed directives 
suspending the cUef justice. The Supreme 
Court, however, set aside the ruling of the 
Quetta bench and proceeded with the 
contempt case. TUs M to violence and the 
storming of the Supreme Court by Sharifs 
supporters. At the time of going to press, 
the political and constitutional crisis is 
murkier than in the past three weeks, though 
some attempts are being made through the 
effort* of the bar to bring atwur a np- 
prochement among the judges of the higher 
courts. 

Interestingly, although the prime minister 
has consistently held that the elected 
representatives should have a say in the 
appointment of the judges of the higher 
courts, as part of strengthening the basis of 
democracy, thereuderuiite and vocal support 
for the juUciaty being allowed to choose its 
own without political interterencc. And this 
has to do with the uneven record of the 
judiciary which has in the past been open 
to manipulation by politicians and has 
acquiesc«l in the self-serving demands of 
the political leadership of the day by passing 
questionable orders. 

That the army has assumed an 
unaccustomed role, of protector of ilie 
Constitution, is not altogether surprising. 
Pbf one thing, and importantly, internationd 
opinion definitely wants the continuation of 
the democratically elected goveniineiH. And 
in any case, the Sharif government has paid 
sufficient homage to the army and has been 
careful not to antagonise the army estrt>lish- 
ment. Its greatest potential for playing a 
strong and long political role therefore lies 
in the continuation of a friendly elected 
government rather than taking charge of the 
executive, necessarily for a short rime, and 
facing all the consequences of such an 
'undemocratic' move. However, even if the 
atmy prevails upon the parties to the current 
crisis to resolve thdr(hnerences,fundainenbd 
issues such as the drawing of the boundaries 
of the jurisdiction of the judiciary and the 
executive and the prertdeM and the prinw 
minister need tobe resolved iffurthcr tensions 
arc to be avoidod. 
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Macroeconomic Indicators 


Weighu Nov 8, 


ladH Nunbm «r Wbekiale 
Prieca (1981-82 > 100) 


Ad Commodiliei 
Primary Aiticlei 
Food Articles 
Nog-Food Ailicles 
Fkel. Poarer, Ugiil and LAibricanU 
MmafMutd Prodocti 

rOCM fTOdlKtl 

Food [gdex (compoled) 

AU ConuDodkies (Average Basis) 
(April S-November 8, 1997) 


Coat of LMog ladlcca 


1996-97 199S-961994-93 1993-94 


Latest Pievioia 1997-98 1996-97 


Latest _ Vtriitioo (Per Ceot): Point-to-Point 

Morub Over Over li Monthi fiscal Yw So P»r 1996-^7 1995- 
Month Latest Pieviotu 1997-98 1996-97 


ladnstrial SVoricets (1982=100) 

361* 

0.6 4. 

.9 8.5 

2.8 

7.8 li 

Uatxm Non-Man Env (1984-83=100) 

293* 

0.7 9. 

7 8.1 

0.7 

1.1 1 

Agri Lab (1986-87=100) (Unk factor 3.89) 

263’ 

0.4 1. 

5 7.9 

0.4 

9.3 li 



Maoep and Baaktag (Rs erote) Oct 24. 

1997 “ 


Over Month Over Year 


_ Variatiog 

Fiscal Year So Par 
1997-98 1996-97 


1996-97 I99S-96 


Money Supply (My) 73706 

CuneacyMthPubhc 14061: 

Dei»^ wMi Banks 612831 

Net Basifc Credit to Covi 31384: 

Bank Qtttt to Conanl Sector 38682< 

Net Poteicn Esebtace Asaek 11673 

Reaerve Money (Nov 7) 21242: 

Net RBI Ciedit to Centre (Nov 7) 12113 

RBIOedittoBkitCatwnSectOlovT) 1357: 
Sc h ed u le d Cotnnbaci a l Batiks (Nov 7) 

Deposits SSI4S< 

Advances 283981 

Non-Food Advanoes 273241 

Inv es tm ents 22l20i 


Index Nnmbcn nf Indwtrinl Angus! 
Pradnetiaa (l980-8Uia0) Weigfets 1997 


Oenetal Index 100. 


12348(1.7) 

3938(4.4} 

6928(1.1) 

5756(1.9) 

7933(2.1) 

2036(1.8) 

7012(3.4) 

6412(3.6) 

443(3.4) 


110053(17.0) 

17118(13.9) 

96648(18.7) 

36347(132) 

39431(11.4) 

23231(27.6) 

22229(11.7) 

-3968(-3.7) 

231(1.7) 


36884(8.1) 

8179(6.2) 

48347(8.6) 

23025(8.7) 

11470(3.1) 

13844(13.3) 

12380(62) 

448(0.4) 

322(2.4} 


4300f7ai) 96176(15.9) 
5236(4.4) 14173(12.0) 
32806(7.0) 82107(17.0) 
19317(7.6) 31038(12.0) 
2743(a8) 30706(8.9) 
938501.4) 20773(23.3) 


-4262(-22) 

6331(32) 


5587(2.9) 

1934(1.6) 


-13466(-53.7)-l5557(-54.0) 


72581(13.7) 

17377072) 

3504202.9) 

33360(13.9) 

5192507.7) 

3109(3.9) 

25176(14.9) 

19833(20.1) 

8747(43.6) 


97019(222) 

18310(22.3) 

77781(222) 

18301(9.1) 

34949(23.1) 

24420(44.7) 

306l(K22.t) 

2130(22) 

8067(67.2) 


78320.4) 8703808.7) 43860(9.1) 
2629(0.9) 28473(11.1) 7383(2.7) 

940(02) 2669200.7) 4441((.6) 

28690.3) 40483(22.4) 30691(16.1) 


Fiscal Year So Par 
1997-98 1996-97 


30382(7.0) 71780062) 4696(KI2.I) 71726(22.8) 
3498(1.4) 24387(9.6) 42433(20.1) 47144(28.7) 

4329(1.8) 26580(10.9) 44938(222) 45776(29.1) 
13939(9.7) 23731(13.6) 13329(10.4) 1673102.6) 


Fiacal Year A 


Manuheta 

Electricity 


100.00 304.9 303.7(4.7) 291.9(11.2) 303.70.1)283.6(11.8) 233.7(9.4) 232.0(6.0) 2I8.9a.3) 213.9(0.6) 

11.46 246.0 261.0(6,)) 246.1(0.9) 269.7(a9) 2672(7.4) 248.8(72) 2312(3.3) 223.7(0.6) 2222(0.6) 

77.11 303.3 303..3(4.2) 291.0(14.3) 301.3(8.6)277.6(13.1) 243.4(9.8) 223.3(6.1) 210.7(2.2)306J2(-4>.8) 

11.43 373.6 367.2(6.7} 344.0(2.6) 332.9(3.8) 340.1(8.1) 314.6(8.3) 290.00-4) 269.9(3.0) 237.0(821 


End ofnacal Year 



Nov 21. 

Moelh 

Year 

1997-98 So 1 

CapMM Market 

1997 

Ago 

Ago 



BSE Sensitive Index (1978-79>I00) 3323(13.8) 4083 3043<-02) 3427 4348 J745 4069 3361(-OJ) 3367(3.3) 326I(-I3.7) 


BSE-100 (1983-84=100) 

BSE-200 (1989-90=100) 

NSE-SO (Nov 3. 1993=1000) 

Skimfia CDR index Clan 2. 1993=1000) 


1323(12.7) 1739 l353(-3.2) 1489 1980 1217 1843 1464(-32) 1349(-3.3) I606(-I2.2) 


343(13.0) 394 

1006(132) 1170 
918(134) 1129 


300(-2.3) 

870 

796(-3.2) 


333 440 
970 1293 
830 1320 


273 413 
788 1196 
673 1163 


328(-S.O) 343 (-6.3) 368(-l8.2) 


968 
930(-4.4) 


973(-a6) 


Fercign Trade 


Se p te m b er 

1997 


1996-97 1993-96 1994-93 1993>94 1992-93 


Fanitn FTcbangr 
R iaai^ (ri rinding gold) 


I Racroie 

■ "eCmi 


Nov 13. Nov 13. 
1997 1996 


Mar 31. 
1997 




93331 69737 10375 
.26014 19468 22369 


I eianla far Febttmiy. (ii> ngwH far bnefcau an paneniaie 


















































O^tal Maiket 


Share Price IMes Nov 3S, 

1W7 


BSE SeMitivelailcai (1978-79-100) 35M 

(29.0) 

BSB-100(I983-U>I00) 1543 

(20.7) 

BSE-200 (1989-90 alOO) 347 

(20.9) 

BSE-DoUex (1989-90 EtOO) 150 


Year IW-WSgPlf _ Hi 

Ago Troagh Peak Ttoagb 


1996-97 1995-96 1994-93 


NSE-50 (Nov 3.1995 alOOO) 

(11.8) 

1024 

(24.0) 

1121 

(-6.3) 

825 

to 

970 

1293 

788 

11% 

(-10.1) 
968 

• 

(-I3J) 

aa 

(-18.4) 

aa 

(91.2) 

M 

ra Ratte (Moadi Average) 

Sep 97 

Aug 97 

Sep 96 

Mar 97 

Mar% 

Mar 95 

Mat 94 

Mar 93 

Mw92 

Mar91 

Mtt90 

BSE Seuitive ladei 

14.7 

15.8 

13.9 

13.0 

17.3 

30.4 

46.8 

29.3 

44.3 

19.7 

IS.I 

BSE-IOOIadex 

13.0 

14.7 

15.1 

12.4 

18.1 

34.7 

46.9 

27.1 

41.9 

19.1 

15J 

BSE Taraever (Ra crore) 

Oct 97 

Sep 97 

Oct 96 

1996-97 

1995-% 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

Speci5ed Sbaeea 

16609 

i8799 

8848 

118763 

26849 

15456 

62212 

33207 

54610 

2U63 

25212 

Noa-ipecified Shaiea 

96 

96 

255 

5427 

23215 

52292 

22324 

12489 

17168 

7149 

4173 

Total 

16706* 

18911* 

8862 

124284* 

50064 

67749 

84536 

456% 

71777 

36012 

29386 

Average Daily Tunover 

879 

860 

422 

518 

216 

292 

388 

238 

332 

189 

135 

Naatber of Woriciag Dayi 

19 

22 

21 

240 

232 

232 

218 

192 

216 

191 

218 

Martct CapkaBittlaa 


Sep 97 

Aug 97 

Sep 96 

Mar 97 

Mar% 

Mar 95 

Mar 94 

Mar 93 

Mtt92 

Mtt9l 

(L4M wwtiag day) (Ri emre) 












B.SE Seadtive Index bated ici^ 


112996 

109708 

S4595 

162931 

87159 

80460 

84615 

45258 

72258 

21458 



(33.6) 


to 

to 

(8.3) 

(-4.9) 

(87.0) 

(-37.4) 

(236,7) 


BSE-lOO Index bated tciipa 


244689 

244987 

15A427 

209331 

144852 

141263 

146176 

73075 

112041 

37560 



(76.8) 


to 

to 

(2.5) 

(-3.4) 

(100.0) 

(-34.8) 

(198.3) 
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Aoril-AuKutt 




Pull Rtcal Year 





Secnrily 

1997-98 

1996-97 

1996-97 

1995-% 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

Total 












Number of bmes 

65 

542 

851 

1677 

1678 

1138 

1037 

517 

364 

408 

341 

AoMart (Rt enm) 

1667.7 

5627.6 

10457.5 

16172.3 

26416.7 

19355.4 

19825.6 

5756.8 

4312.2 

6473.1 

3172.4 

1) Equity Shares 












Naniber of Inuet 

59 

SI7 

814 

1605 

1548 

919 

867 

368 

246 

268 

256 

Ainoaal (Rt ctore) 

679.8 

3329.4 

6152.4 

12052.1 

17414.4 

9%7.1 

9981.1 

1731.3 

1284.3 

I2IB.I 

1032.2 

2)Pwfeience Shares 












NiuDber of I— 

- 

5 

5 

9 

9 

4 

1 

3 

3 

4 

6 

Amourt (Rt crate) 

- 

71.9 

71,9 

ISO. I 

131.3 

63.4 

0.5 

1.5 

13.1 

7.9 

3.3 

3)DebcotaRs 












Nuadwr of Ittoea 

6 

20 

32 

63 

121 

145 

169 

146 

IIS 

136 

79 

AmouM (Rt crate) 

987.9 

2226.3 

4233.2 

3970.1 

8871.0 

9324.9 

9844.0 

4024.0 

3014.8 

5246.4 

2136.9 

A ConvettiMe 












Number of Utues 

6 

13 

20 

48 

100 

123 

ISO 

133 

94 

109 

48 

Amount (Rt crore) 

987.9 

436.8 

527.4 

3438.4 

7643.0 

8106.9 

7864.8 

34%.9 

2356.6 

4762.2 

1747.5 

B Noa-CMmitllile 












Number of Ittaet 

- 

7 

12 

15 

21 

22 

19 

13 

21 

27 

31 

Affloort (Rt crore) 

- 

1789.5 

3705.8 

531.7 

1228.0 

1218.0 

1979.2 

527.1 

658.2 

484.2 

389.4 


bmriawat by Fartign lavtrian (Fill) ta Sccao Ui y aad Priaaiy Mariwti (SMMl Data) 


Yeai/ NoorRegdPtU Grog Purchaie OnwiSalei Net lavemiieat 

(camaleltve) RiCron USSma RiCme USSma RiCnm USSi 


|g 17.5 5.6 4.0 1.3 13.4 t 

158 5592.7 1782.8 466.5 148.7 5126.5 1634 

308 7631.t 2431.2 2834.6 902.9 4796.3 1521 

367 9675.5 2853.6 2751.7 822.9 6942.0 203! 

439 15369.9 4340.4 7039.8 1983.2 8409.9 238( 

413 8654.9 2468.4 3261.3 930.1 6393.6 182! 

471 11673.4 3253.2 6393.4 1781J 5327.8 1481 


Jw-Mar 1993 

1993- 94 

1994- 95 

1995- 96 

1996- 97 

1996- 97 (Apr-Oct) 

1997- 98 (Apr-Oct) 


OiMdTotri(riaeaJMl993) 471 49962.1 14666.8 19510.0 5640.2 30615.9 9076.9 


* Aaaaal pMg—if vwkbooi an art givea fw watt of eoaip«able dtta. • Data iadadee debt la nta awtt alao. aa: art avaiUle 

nswae to bnckctt an pcRtataryw 
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COMPANIES 
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ASIAN PAINTS 

Mixed Performance 

RECENTLY in the news because of (he nu' 
in among the promoteis - the Chokseys on 
the one hand and the Danis and Vakils on 
the other - Asian Faints saw a mixed 
performance during 1996-97. While net 
sales and value of production rose by 4.6 
per cent and 2 per cent, respectively, the 
company’s operating profit increas^ by 
19.1 per cent over the previous year. 
However, steep rise in imcrest charges (up 
S3 per coit) ami depreciation provision (up 
34.3 per cent) resulted in titt company's 
bottoinline falling by 1.6 per cent. The 
payment of Rs 4.9 crore towards the 
votuntary fetitement scheme for employees 
at its Mumbai plant also affected the 
company’s net profit. 

Though earnings per share fell from 
Rsl3.3toRs 13.1, the company raised the 
dividend rate from 65 per cent last year to 
75 percent. Book value, meanwhile, moved 
up from Rs S0.9 per share to Rs 56.4 per 
share. 

The slow down in the economy, 
particuiaily the construction industry, and 
the two'inonth long dealers’ strike in West 
Bengal, affected sales in the decorative 
paims segment. The fire at the company’s 
Mumbai plant at the beginning of the 
rinancial year also affected operations. (The 
company, however, recovered around 
Rs 15.5 crore from the insurance claim for 
the damage.) Production at this plant fell 
drastically from 24,639 metric tonnes (mis) 
to a mere 3,592 mts. Consequently overall 
production of paims, enamels, vainishes 
and blacks fell by 5.9 per cent from 88,858 
mts to 83.649 mts, and outsourcing of the 
same increased to 19,000 mts as compared 
(o 12,308 tonnes in 1995-96. Sales, however, 
increased from 99,188 mts to 1,04.(X)2 mts, 
which was a rise of 4.9 per cent. The 
combination of low prices and stagnant 
sales (due to capacity constraints) led to 
lower turnover of the chemicals business, 
which included phthalic anhydride and 
pentaerythritol. While sale of phthalk 
anhydrite fell from 18,294 mis to 17,579 
mts (down 3.9 per cent), that of penta- 
etythritol decreas^ from 2,883 mu to 2,568 
mu (tewn 10.9 per cent). 

An eight per cent reduction in import 
duly helped the company in the form of 
lower raw maienal prices. Consequently, 
total mamiftcturing expenses fell by 3.7 per 
cent and the company posted a 19.1 percent 
• • -in 1096.97. The rise 


in operating profit was further helped by 
the two rounds of price hikes of 3 percent 
each in select brands. 

With a view to reduce iu interest burden, 
the company raised $3 million through 
external commercial borrowings (ECS) at 
SO basis points over Libor (6.5 per cem) 
in March 1997. The company proposes to 
raise another $6 million ttuough this route. 
It also plans to convert its rupee term loan 
to an FCNR(B) loan to reduce interest cosu 
even further. 

Meanwhile, the capacity of the 
Ankleshwar plant has been increased to 
S0,0(X) toimes per annum (mtpa). The capa¬ 
city of the Paiancheni plwt is also being 
increased to 50,000 mtpa. This will be 
functional by Match 1998. The company 
is also setting up a fifth manufacturing plant 
and has already acquired land at Mahtai in 
Rainagiri district of Maharashtra. The new 
plant is being set up at a total outlay of 
around Rs 90 crore. 

The company’s share price currently 
quotes at around Rs 273 on the bourses, 
discounting its 1996-97 earnings per share 
by 20.9 times. 

HERO HONDA 

New Models 

TVo-wheeler major Hero Honda perfonned 
well in 1996-97, despite the slow down in 
the automobile indu^. While net sales 
and value of production increased by 21.6 
per cent and 26.2 per cent, respectively, the 
company’s operating profit rose by 45.8 per 
cent over 1995-96. In spiteof steepincreases 
in interest chaiges (up 47,6 per cent) and 
depreciation provision (up 23.4 per cent), 
the company’s net profit surged by 89.8 per 
cent during the same period. 

With earnings per share rising sharply 
from Rs 13.2 to Rs 25, the coigpany 
raised the dividend rate from 32 per cent 
last year to 35 per cent. Book value too 
rose from Rs 48.2 per share to Rs 69.7 per 
share. 

Hero Honda’s main advantage over its 
competitors is its brand image as a fuel- 
efficiem bike, and the company plans to 
leverage on this strong image when its 
earlier customers start looking for 
replacemenu. The company louicet dwut 
80 per cant of its componeai teqidtemems 
from reliable vendors such as Muuja) Showa, 
Hi-techGeanandlntematioMllMtntineiiU. 
Another point in the company’s favour is 
the support of Honda of Japan, which has 
a 26 per cent stake in the company. 


The company's production of two- 
wheelen incmaed ^ 17 per cent to 2.68 
lakh motorcycles during the year under 
review. Of this, the CD lOOis, CD 100 and 
Splendour models accounted for 2.5 lakh 
units, while the balance was taken up by 
the Honda Sleek and the newly inttodiKed 
Street-100. The company’s new Guigaon 
plant, which has a capacity to manufacture 
1,50,000 motorcycles per annum, com¬ 
menced commercial production on 
ianuBiy I,l997andthenewstep-thtumodel 
‘Street-100’ was launched or. Jamuty 24. 
The motorcycle, which is priced at a few 
hundred rupees lower that the Hero 
Honda CD 100, offers fuel-effkiency of 
78.8 km/ltr under test-drive conditions. 
The convany hopes to sell 40,000-50,000 
Street-1()0 vehicles in 1997-98. 

Hero Honda is targeting a production of 
3.9 lakh motorcycles during the current 
year, representing an increase of 45 percent 
over 1996-97. It has already increued its 
daily production volumes by 15 per cent, 
from 1,000 bikes to 1,150 bikes per day. 
The company is currently increasing iu 
manufacturing capacity at the existing 
Dharuhera plant from 2,40^000 tnoioroycfcs 
to 3,75,000 motorcycles per annum. 

Meanwhile, the company’s export sales 
of motorcycles increased by 26 per cent in 
volume temu frtrm 11,937 motorcycles to 
15.039 naitorcycles. The company added 
Ghana and Venezuela to its liat ^ target 
markets in 1996-97. While sales in 
Argentina, Columbia and Sri Lanka were 
encouraging, the company also displayed 
its products at International trade fain held 
in Kenya and Dubai during the year. 

The company’s share price currenily rules 

at around Rs 912 on the Bombay Stock 
Exchange, discounting its 1996-97 earnings 
per share by 36.4 timei. 

NIRLON 

Short-Lived Recovery 

The Mtunboi-based textile company, Nirion. 
saw yet another year of losw^ However, 
the company seems to have contideraNy 
reduced its totses in 1996-97. As compared 
to a lofi of Rs 18 crore in 1995-96, llvi 
company's net lou for 1996-97 itood at 
63 lakh. The company’s net sahst and valut 
of production imptoi^ by 6.2 per cent ant 
4.7 per cent, respectively, over the sam 
peri^ 

Despite the acute shortage of workin. 
capital ite oonpany efadma that it manage 
10 adiieve a breikmteo level on caib 





The W«tk^ Coa^HiM 


(KiUfh) 


Grawtb and PInaurlal Indlratiral 

Allan Patati 

HetuHauda 

NtflHI 

Year En ling 

Mardi 

I9f7 

March 

199# 

March 

199T 

March 

19H 

1997 

March 

19M 

InceawfapprapriaWana 

1 Net sales 

73720 

70459 

76612 

63025 

18788 

17687 

2 Vslne of ptodactiao 

73567 

72146 

76736 

60827 

19072 

18213 

3 Other Income 

614 

730 

975 

795 

852 

860 

4 Total Income 

74181 

72876 

7nil 

61622 

19924 

19075 

S Raw malerialsAtorcs and 

spares consamed 

37472 

40454 

54387 

46419 

11216 

10681 

6 Oto nwenfacturinf expcaies 

11038 

9925 

3394 

1313 

3481 

3296 

7 Remuaeiatiott toemphiyeet 

3533 

3242 

3267 

2580 

2373 

2304 

8 Other expenses 

9870 

8953 

8457 

5680 

1321 

ISII 

9 Opemting profit 

12268 

10302 

8206 

5630 

1533 

1083 

10 inieieit 

2(68 

(417 

868 

588 

1147 

1508 

II Gross pnfit 

9748 

8925 

7834 

5266 

348 

-1594 

12 Depieclaiion 

I2lt 

902 

1323 

1072 

411 

206 

13 Prtfit before lax 

8236 

8023 

6473 

4194 

-63 

-1800 

14 Tax pmvisiaii 

3000 

2700 

1475 

1560 

- 

- 

IS Prafltifierlax 

5236 

5323 

4998 

2634 

-63 

-1800 

16 Divided 

3009 

1619 

699 

638 

- 

- 

17 Retained profit 

2227 

3704 

4299 

1996 

-63 

-1800 

LiaMlHIei/aearti 

18 Peid-np capital 

4012 

4012 

1997 

1997 

5822 

5822 

19 Reserves and nuplns 

18629 

16401 

II920 

7622 

-116 

-18 

20 Umi-tenn loans 

10717 

5447 

8499 

2451 

10000 

9629 

21 Short-wnn loans 

3451 

8492 

3314 

4332 

1771 

2213 

22 Of which bank bonowingf 

3151 

8492 

19(0 

2902 

1771 

2213 

23 Cross fixed assets 

24886 

18656 

27225 

16699 

24983 

24757 

24 Aceumolated deprecintian 

7780 

6677 

7604 

6306 

16521 

(6089 

2S Invrotories 

14026 

14591 

6818 

6013 

3242 

3138 

26 Total tssets/liabiliiies 

53449 

47038 

40132 

26163 

20691 

20969 

MlactUnicmia ttemn 

27 Exeiae duty 

14668 

13718 

179 

171 

5153 

5203 

28 Gross value added 

14736 

13349 

12328 

8528 

3793 

1146 

29 Total fareian exchanee income 

941 

1611 

.5043 

3559 

56 

114 

30 Total foreign eichange outgo 12652 

Key flnaadal and pcrforauact ratlea 

9314 

13356 

6879 

743 

695 

3t Turnover ratio 

(sales to total assets) (%) 

137.93 

149.79 

190.90 

240.89 

90.80 

84.33 

32 Sales to total net assets (%) 

200.28 

205.11 

297.75 

384.25 

107.50 

100.23 

33 Cross value added to 

gross fixed assets (%) 

59.21 

71.55 

45.28 

51.07 

13.18 

4.63 

34 Rautn on investment 

(gro« profit to total atseu) (%) 
35 Grots profit to sales 

18.24 

18.97 

19.52 

20.13 

1.68 

NA 

(gross margin) (%) 

13.22 

12.67 

10.23 

8.36 

1.85 

NA 

36 Operating profit to aalet (K) 

16.64 

14.62 

10.71 

8.93 

8.16 

6.12 

37 Profit befetc lax to sales (56) 

11.17 

11.39 

8.45 

6.65 

NA 

NA 

.38 Tax provitioa to 

profit before tax (%) 

36.43 

33.65 

22.79 

37.20 

NA 

NA 

39 Profk after tax to net worth 

(letum on equity) (%) 

23.13 

26.08 

35.91 

27.38 

NA 

NA 

40 Divideod(%) 

75.00 

65.00 

35.00 

32.00 

NA 

NA 

41 Eandag per abate (Ra) 

13.05 

13.27 

25.03 

13.19 

-0.lt 

-3.09 

42 Book valne per ihare (Ri) 

56.43 

50.88 

69.69 

48.17 

7.98 

8.08 

43 P/E ratio (hated on lateit and 

catrespoading but year't price) 

20.92 

27.28 

36.44 

22.74 

NA 

NA 

44 Oefat^equity ratio 

(ndjniied for revnlnation) (56) 

47.33 

26.68 

61.07 

25.48 

215.33 

204J7 

45 Shon-wm bank bocrowinp 

loiaveaMriea (56) 

22.47 

58.20 

28.01 

48.26 

54.63 

70.08 

46 StMdn cicdtum to 

nndnrdebtnti (16) 

34.40 

34.59 

254.92 

206.78 

97.48 

I26.IS 

47 Tocal ntnuMndtm lo oRpioyeet 

to gnu value added (56) 

48 Tntri reaaiaerqpoa to emplpyeci 

23.98 

24.29 

26 JO 

30.25 

62.36 

218.50 

to valne of ptoductioo (%) 

4.10 

4.49 

4J6 

424 

12.44 

13.75 .. 

49 Oreaa Oxad aamu tomutkm (56) 

33J9 

40.06 

63.03 

23.46 

0.91 

S.43 - 

50 OmwdibiiBvwlariei<%) 

-3.17 

13.33 

13.39 

-11.39 

2.66 

-23 


NA; 


for tbe Oat tine in s docade. It amiboii 
Uw bnfinwBd perfomwMe to varioui tim 
ttepi taken by it TIwh included the clorai 
of liie imviaUe polyeiter filamem yar 
divUioo in Oetober 1995 (the full benet 
of thU detirion coupled elrith the vohintai 
retirement gcheine implemented i 
December 1995 wu realUed during tl 
year under teview); the reduction in loss* 
in the nylon filament yam divtaion throu 
closure of unviaUe sections, eliminalioi 
reduction of loss'inaking deniert, ar 
identification and focus on pcofit^maldn 
denien; increased sales for part of the yet 
from the nylon lyre cosd ^visioo due 
commissioaint of the tyre cord exptnsio 
project with Zimmer spto draw tedmiog, 
improved lealisatiom from increased sak 
from the conveyor belt division: an 
additional ci^Mdty for production and sal 
of nylon industrial fabrics. 

The depressed market contitioas durin 
the current year, however, are threalenin 
to send the company deeper into the lei 
Heavy and freer imports of tyre cord wit 
lower duties, and slow down in the tyr 
industry are expected to take LheiT toll c 
the company’s performance. 

Meanwrhile the promoten of the oompan 
ManharBbagat and Kunal V Sagar.Gontinai 
to be at loggerheads. In fact, the coniottiui! 
of financial institutions and banks ha 
directed them to settle their differences an 
form a suitable management structure . 
part of the restfucnited revival packa 
submitted to the Board of Industrial am 
Financial Reconstniction (BIFR). The IDB 
has suggested fresh motfificatioos in th 
revival proposal to the BIFR, as loine o 
the projected resources could not be realitei 
in the last couple of years. 

The company’s share presently languisha 
at Rs 2 J on the bourMS. 


DcHa AirUnea 

DELTA Airlines is on a product improve 
ment drive. The airline it beefing up it 
transatlantic businew clau service with 
view to leading the industry in cuiloiiie 
service and innovriive pndum witWa twi 
years. The airline will be offering i. 
passengers to and fnmi India more laa 
comfort, more food choices and mon 
eniertaininem. And this, it daim, is jn 
the begliming. for a second phase of prodne 
improvements is already under way. Della' 
marketing pUloaophy during the next iw 

years is expected to stuft from a mnsactioM 

■ orientation to focusing oo relatiotiaW 
^huilding so that it ti,, 

dialogue in the imhutry with buriaere dM 

customers. 
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OFF THE SHELF 


Commonwealth Business Conference 
Public Face and Private Agenda 

DN Ghosh 

Several issues concerning trdde and investment opportunities and the 
role of the private sector, from within and outside the Commonwealth, 
all of which could be subsumed under the generic term ‘globalisation ’, 
were sought to be addressed at the first ever Commonwealth Business 
Forum meeting. But at every conference, national or international, on 
globalisation, there is a hidden agenda. This one was no exception. 


GLOBALISATION is no longer an exciting 
theme for international business conferences 
as it used to be in the early 1990s. The grand 
alliance between international business and 
domestic politics for pushing the process of 
global integration through a massive dose 
of privatisation and outward-oriented 
liberalised policies appears to be cracking 
at a few sensitive spots. Of late even the die¬ 
hard establishment of the World Economic 
Forum at Davos has mellowed down. 

Nevertheless the theme of globalisation is 
still a strong peg to bring the business com¬ 
munity and the political clas.s on the same 
platform; this is what the first-ever Common¬ 
wealth Business Forum aimed at. Several 
key issues concerning trade and investment 
opportunities and the role of the private sec¬ 
tor, from within and outside the Common¬ 
wealth, all of which could be subsumed 
under the generic expression ‘globalisation’, 
were sought to be addressed. Timed in the 
last week of October, the forum-the curtain- 
raiser for CHOGM - was expected to convey 
opinions on economic and trade policies to 
the SOgovemmentsrepresetttedat Edinburgh. 

The inaugural address was by the prime 
tninistcr of Britain. Leaving his rhetoric aside, 
heused the occasion to announce his decision 
to privatise the Commonwealth Development 
Corporation. What he said about the 
privatisation of CDC left everyone confused. 
The inaugural speech was followed by 
addresses from a lottg list of speakers, heads 
of governments, finance ministers, leaders 
of business community. The prime minister 
of Australia, presidents of Sri Lanka and 
Uganda, prime ministers of Canada and 
Singapore and finance ministen of South 
Africa, Zimbabwe and Bangladesh stole the 
show. The generic heading for the diffeiem 
sessions was flexible enough to allow each 
speaker to speak on a theme of hit choice. 
There was no set agenda or set briefs for 
focused discussion, all indeed in the true 
spirit of the Commonwealth. 

Not unexpectedly, there were striking 
■ ** 1 ^ nerrentiofls of the political 


leaders of the risks and opportunities of 
opening up theirrespective economies. While 
each presentation had been craffed in a way 
that would not unsettle foreign investors, the 
mood of uncertainty could not be missed. 
The finance minister of Zimbabwe sought 
to assure the business community that his 
country had been faithfully following the 
imperati ve conditionalities of reform, but he 
wondered why the su|^ly side response has 
been so inadequate. The economic cliches 
he was using could not hide his uncertainty, 
bmdering on his country’s helplessness 
against the powerful global forces invading 
the economy. Soon after his speech, when 
the finance minister of Canada tixik the floor 
one could discern a similar underlying 
uneasiness. He did not underplay the fear 
psychosis which has been worrying the local 
population in the wake of the impact of 
globalisation. Even the US, he noted, had 
reacted with concern when the Japanese 
started purchasing large US companies in 
the early 1990s. 'These concerns caiuiot be 
wished away and have to be recognised; the 
‘emotion of fear’, as he put k, has to be 
combated. The Canadian economy is coming 
to terms with the process of globalisation 
through a process of mergers and alliances 
and by pushing the competitive thrust of the 
Canadian companies in the international 
markets in other countries. The ftMuice 
minister of South Africa did not sound 
despondent; be seemed confident of steering 
his economy despite the uncertainties and 
turbulence inherent in the process of 
globalisation. 

The fear psychosis came out loud and 
clear in the pinemalion given by the finance 
minister of Bangladesh. Against the backdrop 
of uneven flow of investment, flnance and 
technology, where the predominant share 
luu been flowing and will comititie to flow 
to the relatively devekqied countries, he was 
outspoken In bis assertion that the lest 
developed countries mutt wake up to the 
dangers of gkibdisaiiofl. There was little 
difference between what is happetdiig today 


and what the trend was like in the days of 
PaxBritannica. He warned that the 'typhoon 
of gtobaiissiion' would sweep us away and 
we have to finda way out. An embarrassingly 
jailing note and perhaps a violation of the 
unwritten rules of the game in such forums. 
Someone had to tnvervene to remove the ptdl h 
of gloom and ironically it was the piesideni I 
of Uganda who came to ihe tescue of the I 
conference organisers. Globalisation has I 
indeed the force of a typhoon, but then one I 
facet it, as he put it. belong and not with I 
one’sbacktoit.Thetyphoonofglobalisation. I 
he seemed lo imply, was indeed a cosmic I 
force, omnipotent and indeamiclible and I 
hopes, fears and prayers cannot with it out I 
of existence. Hit timely intervention was a I 
godsend for the august personages seated on I 
the dais. Many wondered however whether 
the Ugandan president really believed in 
what he was saying, or was it a gesture of 
courtesy on the part of the distinguished 
guest? 

How then does a country steel itself to 
meet iiead-on the ferocity and the intensity 
of a typhoon? That was worrying the 
participants; their interventions were none 
too complaisant, though their doubts were 
couched in mildly probingquestiiMis. Leavuij 
aside the metaphorical rhetoric, the polilicai 
leaders were harping on the need to build 
up their competitive abilities based on 
creation, training and skills. This in their 
judgment was the infallible key lo their 
survival ability. These responses did noi 
seem to cany conviction and allay the 
pervading apprehensions that globalisation 
would maiginalise a good many economin 
of the Commonwealth. 'The concenu were 
voiced veiy transparently. How could training 
build Ihe core competence in a nation? How 
does one develop it in countries with vast 
armiesof poor and unemployed? What kindi 
of training and what kinds of institutions are 
the leaders speaking of for the developmcni 
of core competencies? Many countnes 
require industry- and instiratton-specific 
skills and the nature and pattern of such 
training fHogrammes are dictated by those 
multinational companies which have found 
it competitively ad vantogeouf (o locale some 
facilities in thine coumries. True, training 
on a massive scale raiiei the unemployed 
into employable categories, but then wits' 
assuranoe was there aX their absorption ir 
the labour maricel? Cteariy many expic.s.sei 
doubts whether it would be the right domesin 
policy to assume that the opening up of ih 

economy could be the main motivattv If 
growth? Can H geaerate a aetf-sttsuinm 
ImpulM towaidi an acoepoMe pace an 
pattern of growth? What it the mitiing lin^ 
Nobody leemed to know the answer. 





le queiUoM were (Httuibing and none 
Peasant Of coune, Ihe. forum was not 
ice for serious debate, but the attempt 
ie behind the siandani economic cliches 
S)ually. if not far more, disturbing. The 
and the unemployed have to look for 
ottive domestic policy regimes and it 
nplistic, u many aaserted, to lay the 
eon globalisation for the inadequacies 
smestic policy regimes. But then, as 
i asked, how does one ensure the kind 
xibility in aconditionatity regime which 
severe lestiaims on developing and 
cmenting emp]oyn]ent.oriented domc- 
lolicies? Such questions came cropping 
pun and again throughout the tvro-day 
:rence, but these were voices in the 
miess. The fate of the poor and the 
iployed are not fit subjects for discussion 
inference on globalisation. Leave the 
and the unemployed to their fate, as 
audelair’s ‘old clown': “He was not 
ling, he was not dancing, be was not 
culaling, he was not shouting, he was 
iting nothing. He was mute and 
onless. He had given up, he had 
:ated, his fate was sealed." 

I the veiy same days when bold starry- 
speecha were being made in the cosy 
:fence hall, Ihe typhoon from south-east 
had hit the westein shores. The stock 
ets were being buffeted. Policy-maken 
politicians were taking sides: some 
ked speculators, having themselves 
d speculators in earlier cycles, some 
have betted on the so-called funda- 
als were looking desperately forexcuscs 
their new-found wisdom, some dismis- 
tesc as normal aberrations in an other- 
healthy world economy. While all this 
lappening in the real world, making a 
;eTy of the theme of the conference, the 
rg lights chose to ignore it. it did not fit 
rir neat formula and Ihe best and the 
ci vilised way to handle the controversy 
o avoid it This they did with superb 
rib. 

Me could be no regrets, for none was 
ling any inseilecnial exdiement from 
iness-politics interaction, but business 
s own ways of ingratiating itself with 
slitical class. For every confeience on 
.lisalioR, national or international, there 
Iwiys been a hidden agenda. This was 
ception. Were there not two speakers 
he business world who made significant 
bet, though completely unrelated to 
emeof the conrerencc7Everyone heard 
with impassive silence. Thm were no 
ons from the floof, Nw were any 
sed. One spoke on integrated defence 
ns and the technological upgradaiions 
aany oountHes in the Commonwealth 
In utyeat need of. Those who were 
led to take itotes Sd to assiduoudy. 
4her buslneu spokesman was from a 


consulting firm, he saw exponential oppor¬ 
tunities in these countries and eldwraied on 
his firm's expertise to advise on macro¬ 
economic management, privatisation and 
reforms in the key sectors. A very lucid and 
enlightening business publicity exposition, 
a cuitain-raiter. not for the CHOGM but for 
the future business opportunities in the 
soon-(u-be-privatised Commonwealth 
Dcvciopmem Corporation. Perfectly in tunc 
with Ihe inaugural theme ofthe prirtK minister 


ofBritiBn.Wliyralseeyebtows?Consultai)cy 
will always remain a flourishing business 
and none could fsult them on ihcir choice 
for the target rnarkeL They poured in hordes 
in the anterooms ofthe Hotel Intercontinental: 
ifinttie coming months they get iheirbusiness 
from the privatised CDC for and on behalf 
of the Pax Biitanoica countries, the devdop- 
tng countries of the Commonwealth would 
then have been well-served. Truly a great 
achievement the Forum could be proud of. 


COMMENTARY 


Adjusting to Changing Regimes 

ACRP in the Context of New Policies 

VMRao 

Along with establishing its role at the grass roots, Agro^Climatic 
Regional Planning (ACRP) has to continually update its macro and 
regional perspectives on the rural economy and its development 
priorities. The complexity of the tasks which ACRP has to handle as 
it assumes substantive planning responsibilities in the Ninth Plan is 
illustrated below with reference to food security, MNC operations and 
globalisation. 


WITH a number of institutionalisation 
exercises in progress and more in the offing. 
ACRPcan now be regarded as having arrived 
at the grass roots. It has indeed come a long 
way from its beginning as a new planning 
par^igm about a decade back to its present 
role as a pragmatic framework for multi¬ 
level and integrated planning for the rural 
people and their resource bases. Working at 
grass roots would make it necessary for 
ACRP to adjust to participatory institutions 
and processes. This is likely to have a 
profound effect on its perspective, focus and 
priorities. From its primary concern with 
techno-economic exercises dealing with 
resources, ACRP would have to shift its 
emphasis on working with people, 
understanding their priority needs and 
preferences and helping ihem to make their 
own plans. Thus, in turn, would create 
pressures to change the bureaucratic 
procedures and modes of interaction to bring 
in more transparency, accessibility and 
responsiveness in the system, it would not 
be an exaggeration to say that ACRP would 
have to go through another prolonged spell 
of learning by doing as it did in Ihe past 
assemble data Inventories and to prepare 
consistent plans from regitms downwards. 

Along with estsblishing its role at ihe 
grass roou, ACRP would also have to 
continually update its macro and r^onai 
perspectives on rural economy and its 
development priorities. It is such updating 


which would enable ACRP to keep pace 
with the changing policy regime mariced by 
shifts in development strategies, targets and 
policy instruments. It seems to us that ACRP 
would have to rework its idanning exercises 
a* frequent intervals to accommodate 
changing data, parameters and objectivea. 
The purpose of this brief presentation u to 
give illustrations from some m^or policy 
areas to indicate the complexity of tasks 
which ACRP would have to handle as it 
assumes substantive planning responsibilities 
in the Ninth Plan. We pick up theil lustrations 
from three areas: food security, MNC 
operations and globalistuioa 

Food SGcuarrv 

Recent discussions on food security have 
focused on a few controversid issues which 
we may briefiy note. The economists hMidiig 
ahead to the prospective demand for 
foodgrains come out with divergent estimates 
ranging from about 210-220 million tonnes 
to 240-230milliofl tonnes. The estiinales are 
supported by convincing logic and 
econoRKtric results .with cenain critical 
assumptions accounting for the wide gap 
between them. There seem to be diftetac 
views on iMs poini even among the Qol 
dep art me n ts. With a conaensus not in sight, 
how should ACRP deal with it? 

When one looks at the Individual y ains. 
the situation is seen to be even motu 
complicated for policies. There ii cqmmi 



chat lice nd wheat cultivation may be leadiiig 
to land exhaustion and related problenta in 
Che nuyof procurement ateaii, viz, nuylob 
and Haiyana. Some argue that this is an 
outcome of recent policies in relatioa to 
procurement prices and input subsidiet. On 
the other hand, the coarse cereals sufTer 
the problem of weak policy support and 
iiuo^s by remunerative competitive crops. 
Since the coarse cereals are the staples 
consumed by the poor, this raises a dilemma 
for the policy>m^er Should we work for 
breakthroughs in coarse cereal production 
and move towards a decentralised food 
security system based on .surpluses generated 
within the regions themselves or should we 
further develop and streamline the present 
system testing rather precariously on rice 
^ wheat surpluses procured from a few 
areas? It should be mentioned that the present 
system has some built-in weaknesses - high 
cost of storage and transport, excessive 
central i sat ion and neglect of hardcore poverty 
areas. The decentralised system, on the other 
hand, may need measures for regional 
balancing of foodgtain needs and supplies 
which may not be consistent with full 
marketisation of the foodgrain sector in the 
country. Itwouldbeinterestingtoknowhow 
ACRP is dealing with these questions. 

MNC Ofeoations 

A recent unpublished study done in 
Institute of Social and Economic Change 
(G S Aurora and V Janardhon, ‘StnictumI 
Adjustment, Multinational Corporations and 
Rural Development - A Perspective') gives 
someimeicsting instances of niixedoutcoiKs 
for rural people of MNC operations. A few 
of them are given below. 

(i) "In the coastal areas of Karwar, the 
increase in the area under shrimp fanning 
during the last three years has been 
phenomenal. The local farmen who used to 
do traditional shrimp farming on their paddy 
fields are now leasing out their lands to 
contractors... One of the problems of shrimp 
farming is (hat the salt pools created for 
shrimps tend to increase the salinity of the 
water table in the village. This in turn is 
creating serious problems for the women 
who have to fetch drinking water from the 
wells further inside. Some of (he farmers 
also complained that the productivity of 
coconut and arecamit gardens is coming 
down. The most affected are the fithennen 
whose catch is getting reduced in the vidnity 
of the shrimp farming areas of the estuaries.” 
The authon do mention that the local people 
gain through higher wages in construction 
activities and increased employmem in the 
sea-going fishing launchet. However, the 
question is whether ACRP calculations take 
into account (be costa of conoctivemeasuica 
and whether steps are taken to compensate 


by this case is that the indiract costs of 
maiketisation need to be recovered from the 
entrepreneun. 

(ii)Tbe authors describecasei of promotion 
by MNCs of tobacco, sunflower, Uinuto, 
chillies, cocoa, etc. They expect the MNC 
opendons in this area loexpand considerably 
in the wake of the current reforms. While 
technological change, gains in productivity, 
increase in employment in crop and relat^ 
activities and, generally, modemisaiion of 
agrkultuiehavehelpedanumberof backward 
areas and rural poor groups, the authon 
seem to notice two types of problems 
associated with most MNC operations. Fim, 
the unequal realtionship between tiie MNC 
and the rural poor m^es it necessary to 
examine the contractual arrangements 
emered into by the two to ensure that they 
are fair to both the parties and not biased 
in favour of the stronger party. The authors 
mention that during periods of glut the 
arrangements (end to break down. ACRP 
would have to help in forming former groups 
which could be associated with the 
negotiation and monitoring of contractual 
arrangements to protect the interests of their 
members. It may not be enough to have only 
village level groups. These may have to 
come together to form a fedenrtion large 
enough to acquire bargaining capacity vit¬ 
a-vis the MNC. Second, the authors warn 
against the long-term consequences of 
modern agriculture based on “high levels of 
use of chemical fertilisers, mechanised 
systems of ploughing and water distribution". 
These tend to disrupt “the wholeness of the 
traditional agriculUire in which there was a 
symbiotic relationship between livestock 
rearing and agriculture". MNCs also have 
the effect of expanding monocropping which 
leaves the farmer vulnerable to crises 
occurring suddenly like markei crash or 
attacks by pest and diseases. It is needless 
to add that ACRP would have to foresee 
in advance such problems and provide 
counter measures in its strategy. 

Globausation 

Globalitation has the implicafim that 
India’sagricultural strategy and plms should 
take into consideration the economy's 
comparative advanuges in international 
trade. India has been criticised for iu import 
substitution strategy for oilseeds on (he 
ground that it would be more economical 
for the country to import oilseeds and to 
concentraie on crops Kfce rice and wheat in 
which it has a comparative advantage. 
Imerestingly.iecentissessiiicntbytheWririkl 
Bank - which has been a critic in ttie past 
- seems to find the import substitution 
strategy for oilseeds quite sensible. 
According to an ISBC ttiidy in progress 
undeilakcnbyPVSbenol.ihe WorldBank 

imw ' * ' t ,' > I if ' Ir ' ■ 


been able to Improve the comparative 
ad vamagcbyachieWng technological change 
in oilseeds. Shenoi also mentions that hy 
1994-93 “the NPCi for all four oilseeds had 
fallen below one or dose to one". The case 
of oilseeds is interesting for the following 
reasons. India achieved a subatantial increase 
in the oilseeds production since the mid- 
l98Qs dong with a sharp rise in the exports 
of “oil meals, oilseeds and minor ctils and 
fats" (a recent PIB release). The increase in 
production has occurred in drbught-prone 
backw»d areas without encroachingon crops 
having comparative advantage. The rural 
poor have gained as a result. Many have 
argued that, taking the total view, the oilseeds 

strategy was the appropriate choice despite 
the inefficiency cited by the critics. It would 
now seem that the criticism on the ground 
of comparative advantage is no more valid 
Hie implicationforACRPisthatcompaniivc 
advantageis nota givenddum bid aporanictiT 
capable of modifications through policies. 
This is a particularly relevant poim to 
remember when India may be on the 
threshold of a period likely to witness majur 
shifts in companuive advantages owing to 
reduction of agricultural subsidies by the 
developed countries and dismantling of 
barriers to trade. It is also necessary to bear 
in mind that the players in imernational 
trade, including thegovemments, are shrewd 
bargainers ready to break the rules of the 
game whenever they can; might, often, 
dictates what is right. 

. The latest AGtP Profile (June 1997 ) 
visualises the following role for ACRP m 
the Ninth PlantTwo important extensions 
of the currem phase of institutionalisuim 
exercisethat ne^tobeaccomplisbedshoity 
relate to (a) integration of ACfRP plan wib 
infrastructure developrnem plan, (b) conver¬ 
gence of ACRP plan with the poverty 
eradication and social developmcsi 
programme of thestateand the cenire...ACIU 
would need to provide the bask firamewoil 
for agricultural planning...[it] would havet 
subsume dimensions of participator 
planning.'schematic convergence and it 
interface between macro and decentralisr 
planning mechanisms". The role envisagi 
for ACRP in the Ninth Plan would impo 
a heavy burden on it to interact continual 
with the policy-making systems in i 
economy. Our attempt in this ptcsetiiaii 
hat been to ilhistrate some of the cntu 
policy issues with a view to suggesting t) 
ACRPsfaould havea carefiilly drawn tgur 
for fhiitftil Ifitenction with poitcy-nuki 
It ii a happy thought that AOiP has n 
the expertise, experience and database; 
prepare Itself for the new role and 
tesponslbllitict it cairiea. 

fTMi note w a s prepared tor the IX AanntlMw 
efACRPPn^M hsMla New DefldiaMover 
10971 
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Ph. : 342612 Fax : ((0124) 341104 
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1196/7, Q.T. Road. 
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LABOUR 

Apathy over Minimum Wages 

BInnRoy 


Minimum wages ail over the country, including in Left Front-ruled 
West Bengal, are still far below the need-based minimum wage as per 
the norms laid down by the I5th Indian Labour Conference in 1957. 


DURING pfe-iRdependence days there was 
DO statuiotyprovi^ontofU mini mum wages. 
Wages were fixed accofding to the whims 
of the employer or sometimes agreement 
between the employer and the employees. 

It uras after the transfer of power that the 
govenuncnt of India called a conference in 
DecendJcr 1947 in which representatives of 
the government, employer and labour 
attended. As per the decision of the 
conference, a Fair Wage Committee was 
appointed which in 1948 defined minimum 
wages in the following terms: “The mininnim 
wages must be provided not merely for the 
bare subsistence of life but also for the 
preservation of efficiency of the workers by 
providing for some measures of educ^on, 

. medical requirement and amenities.” 
Following this, the Minimum Wages Act 
1948 was passed which came into force on 
March 15,1948. The act laid down detailed 
procedures for fixing minimum wages in 
‘sweated industries'. A list of such industries 
was appended to the act which extends to 
the whde of Incha. 

The central government or the state 
goveronmts may fix minimum wages by 
appointing an 'advisory committee’ or by 
gazette notification. The act empowered the 
state governments to add new industries to 
the original list. The act also (Movided for 
revision of minimum wages every five years. 
The ISth Indian Labour Conference held 
in 1957 discussed the problem of minimum 
wages. It fixed certain norms and criteria for 
deiernuning a 'need-based minimum wage’. 
The following norms were unanimously 
accepted in the conference: 

(a) A standard working class family should 
be taken to comprise three consumption 
units - husband, wife and two children 
- for one earner, Eaminp of women and 
children should he ignored. 

(b) Food lequireinents were calculated on 
the basis of a net intake of2,700calorics 
per day per adult, as recommerxied by 
Akroyd, 

(c) Clothing was uken at per capita 
consumpaon of 18 yds per year, making 
a toMI of 72 yds per family per year. 

(d) Housing cost was calcnlated at the 
minimum rent charged by govemment 
of India for houses provided under the 


(e) Fuel, lighting and miscellaneous 
expenditures were taken to constitute 20 
per cent of total mimmum wages. 

Tte food intake of2,700calories consisted 
of the following items: 


hem 

Quantity (oz) 

Cereals 

14 

Pulses 

3 

Greenleaf vegetables 

4 

Root vegetables 

3 

Other vegetablet 

3 

Fruits 

3 

Milk 

to 

Sugar and jaggery 

2 

Vegetable oil, ghre, etc 

2 

Fish and meal 

3 

Egg 

1 


Consumption of these items daily would 
make up 2,700 calories. 

All die trade unions, particularly the Left 
trade unions, demanded implementation of 
the ‘need-based minimum wage’ as 
recommended by the ISth labourconferenoe. 
Later on, the Supreme Court added 25 per 
cent to the ISth ILC norms. 

Theninth conferenceof theCTTU in Kochi, 
besides addition of 25 per cent as per the 
Supreme Court verdict, raised the following 
demands: 

(1) The family should be taken as five units 
in place of three. 

(2) All employment should be covered by 
the Minimum Wages Act. 

(3) There should be fidl neutralisation of 
cost of living with automatic linkage 
with the consumer prices indgt and 
revision after every six months or 50- 
point rite in theCn, whichever it earlier. 

The Minimum Wages Act was demmided, 
should be amended as per the above points 
and put in the Ninth Schedule of the 
Conitiuition. 

The CTTU conference demanded Rs 78.50 
as (he fioor level of minimum wages. This 
should be above the poverty line. Against 
this background, the imptementetion of the 
Minimum Wages Act should be examined. 

Let us now discuas (he position of miniimiffl 
w^es in West Bengal. 

In the original schedule of the Minimum 
Wages Act 1948, there were Igerottoymeats 
out of which four empioyments did not exist 
tiu> .late. The state g o vemment fixed 


minimum wages for these IS employmettt. 
Later on 41 emiiloymemt were added 10 the 
original schedule. Out of these 56 emptoy- 
meins, the minimum wages for 39 have hem 
fixed or revised, but minimum wages have 
not yet been fixed for 17. The number of 
employmeitti the state govemment intends 
tosMis 17. All these figures are taken from 
the publication of the West Bengal goven- 
inent. Labour in West Bengal 1995. 

The state government fixes or revises the 
rate of minimum wages by the notification 
method after consulting the State Mininaiin 
Wages Advisory Board. The puMieation 
states thst *The norms laid down in the ISth 
ILC sre adopted with slight modification in 
cakulatingiheexpendHureonfoad.clothing 
and other items of a fondly conilstii^ of 
three consumption units”. Further it states, 
”in this state minimum wages consist of 
basic wages along with consumer price index 
linked dearness ailowaoce”. Sudi dearness 
allowance in most cases is adjusted on the 
basis of half-yearly average of CPI number 
at a certain rate - normally Re I per point 
of rise/fall beyond the fixation point. 

Two questions arise. The CITU and other 
Left tra^ unions repeatedly demanded the 
implementation of need-based minimum 
wages as per norms laid down by the ISth 
ILC, but the Left Prtmt government in West 
Bengal has modified these norms, though it 
does not state what modifications have been 
made. Second, it is useless to add employ¬ 
ments if steps are not taken lo fix minimum 
wages in respect of these employments. The 
state govemment admits (hat in the case of 
17 employnnents minimum wages have not 
yet bera fixed though these employments 
have been included in (he schedule of the 
Minimum Wages Act 1948. 

Some instances will reveal the apathetic 
attitude of the state labour depaitinent in 
fixing minimum wages in resp^ of these 
employments. Thke, for exan^, the rope 
inchistiy which isoneofthe 17emptoyments. 
The employment was added to the schedule 
on June 1, 1968 and the notification for 
fixation of the minimum rate of wages was 
.issued on May 25,1995. Still the mteimum 
wage has not been fixed, though 29 years 
have elapsed since the inclusion of ihe 
employment in the schedule and two yean 
have elapsed since notification for fixaiior 
was issu^ Another example is that of pami 
and chemicals. It was included in the sdieduli 
on May 8.1987. The state government publi 
cation says that fixation of minimum wage 
is under consideiation of the govemmen 
meaning that the formal notification has rx 
yet been iswed. More MKh instances can 1 
cited. It only reveals the ^witietic and calloi 
attitude of the labour depmtment of the sta 
govermnenL 

The Minimum W^ges Act 1948 provid 
that the wage raiea shoild be nvti^ eve 



ftve yean. Id this respect also the position 
is revealing. In the original schedule of 
employ ments, there is an emptoyment under 
the b^ng ‘emptoyment in public motor 
transport'. The lut levlsion of wages was 
made on November 16,1984. Since then no 
revision has beenmadethough I3yearshavc 
elapsed. Take another example; the rate of 
minimum wage in tanneries or leather 
manufactories was revised on December 29. 
1978. Since then no revision has been made 
though 19 years have passed. Let us take 
some other examples of employment which 
have been included in the schedule. The rate 
of minimum wage was last revised in silk 
printing on July 2, 1979. Another example 
is chaki mill where the rate was revised on 
April II, 1980. In the pla.stic industry the 
rate was fixed on July 20, I97S. More such 
examples can be given. In fact out of 24 
employments, in a majority of employments 
the minimum wages have not been revised 
for five years. 

This does not show the Left Front 
government in a shining light. Is it due to 
bureaucratic bungling orlheapatheticattitude 
of the state government department or both? 
This demands a clear answer. 

As mentioned before, the CITU's ninth 
conference demanded Rs 80 daily as the 
flour minimum wage. The concept of a floor 
level minimum wage, according to the 
government, is that below it there should not 
beany minimum wage. And this floor should 
not be below the poverty line. If Rs 80 per 
day is the floor level minimum wage at the 
current price index, that comes to Rs 2.400 
per month. Let us consider the rales of 
minimum wa^ as obiaini ng in West Bengal, 
taken from Labour in West Bengal, 1995. 
The highest minimum wage is that of a 
conductor in the employmeni ‘public motor 
transport' at Rs l,^1.60 as at the end of 
December 1995 in Calcutta and 24 Parganas. 
The lowest minimum wage is that of unskilled 
worker m the printing press industry at Rs 
844 per month in Calcutta and 24 Parganas. 
In agriculture the mini mum wuge is Rs 40.10 
per day for an adult. 

Tabu A 


State Employ- Range of Minimum 

menu Wa^ Per Day (Ri) 
Covered Minimum Maximum 


Delhi 

29 

59.45 

59.45 

Puajafa 

60 

51.95 

55.58 

Hatyana 

46 

51.57 

52.00 

ChaMUgarii 

44 

41.70 

43.25 

Manlpnr 

5 

37.90 

40.90 

Megl^ya 

22 

35.00 

35.00 

Denunaad Oiu 
Oadnand 

39 

35.00 

35.00 

Nagar Hnveli 

43 

35.00 

35.00 

Assam 

52 

32.80 

38.20 

Rttiasihaa 

38 

32.00 

32.00 

lawlK 

18 

30.00 

30.00 

Lakthadeep 

4 

30.00 

30.00 

Wait Beagai 

- 

17.40 

45.16 


So it can be teen that the minimum wages 
obtaining in thfferent einployineiit in West 
Bengal are far bdow the flw level mbihnum 
wage as calculated by the ninth conference 
of Cmj. The Statesman of June 13, 1997 
published certain figurei of minimum wages 
which are given in Table A. 

This table shows that in Delhi. Punjab and 
Hatyana the minimum wages are much higher 


THERE are a number of studies which have 
revealed that living standards of the people 
displaced under multipurpose dams have 
declined. A rise in the incidence of poverty 
levels, decline in nutritional standards, eco¬ 
nomic and social marginalisation, increase 
in stress, and cultural alienation, are some of 
the consequences associated with displace¬ 
ment. The dispiacemcnt under Srisailam 
project occurr^ in May 1981, after the 
census werecomhicted. A total of 82 villages 
weie submeiged in Kumool and Mahboob- 
nagar districts of Andhra Pradesh. More 
than a lakh of population representing more 
Iban 21,000 brniseholda were displaced 
under this project. Pan of agricultural lands 
were affected in another 35 villages. 

An attempt it made here to analyse the 
changc.s in the number of population, 
households, and literacy for the displaced 


Chan thoee obtnfaiing in West Bengal. The 
need-baaed mhutmim wage, as per the norms 
laid down by the IStb ILC, have not been 
realised anywh ere. S o it it high tune that 
particulariy the CITU and other Left trade 
unloas raise the demand for impiemeniation 
of minimum wages at per the 15th ILC 
norms and launch a vigorous campaign for 
this. 


villages for which comparable data are 
available for both the census years of 1981 
and 199]. It may be mentioned in this context 
that due to lack of a proper rehabilitation 
policy, a number of poor people left their 
villages for far-off places in search of work. 
In a number of cases, the whtde village did 
not resettle at one place as a unit. 

It may be noticed from Table 1 that in 
Kumool district, Ihete was a net decline in 
population by -2,3 per cent and a slight 
increase in the number of households. The 
corresponding figures are much higher for 
the rural component of he district. In five 
out of 12 villages, both households and 
population have declined. The second 
biggest village in the table, Siddeswaram, 
has reduced drastically in size. People from 
thisvillagemigiatedtoscveralfaraway places 
and also a new village called K Siddeswaram 


Table I: Houieioii»,PorULATKNAM>LxiEkACYiNDiSELAi^VBr.Aass: Kubncxh. Dmtirr- 1981-91 


Name of the _I2ftj_I2il_ Per Cent cawnae 11981-91) 

Muidal/Village House- Popu- Literacy House- Popu- Literacy House- Pepu- Literacy 

hoMa laiioa boldi lation bolds lation 


Kothapolle 


Emunaitam 

348 

1998 

17.17 

480 

Musaliffladugu 

457 

2409 

23.70 

322 

Kokkerancha 

369 

1842 

15.91 

366 

Cokavorani 

416 

2069 

24.26 

443 

Bt vuipalte 

65 

343 

29.15 

52 

Edurupadu 

276 

1349 

27.00 

263 

Siddeswaram 

670 

3306 

23.56 

99 

Cumroadapuram 315 

1618 

21.69 

428 

Naodikotkur 

Sathanikota 

422 

2315 

21.04 

403 

Paxidynla 

Murvokoada 

1082 

5362 

24.17 

1396 

Pamutapadu 

Thummahiru 

334 

1846 

20.69 

458 

Juiur 

559 

2796 

24.11 

749 

Tmal 

5313 

27253 

20.72 

5459 

Dauict-Runl 337313 

1817700 

23.50 

410169 


2236 

21.00 

37.93 

11.91 

3.83 

1663 

25.80 

-29.54 

-.30.97 

2.1 

1816 

24.00 

-0.81 

-1.41 

8.09 

2152 

27.28 

6.49 

4.01 

302 

275 

40.36 

-20 00 

-19.83 

11.21 

1355 

23.54 

-4.71 

0.44 

-3.46 

403 

7.20 

-83.22 

-87.81 

-16.36 

1916 

20.04 

35.87 

18.42 

-1.65 

2100 

28.29 

-4.50 

-9.29 

7.25 

6627 

32.70 

29.02 

23.59 

8.53 

2476 

37.32 

37.13 

34.13 

16,63 

3607 

37.84 

33,99 

29.01 

13.73 

26626 

29.35 

275 

-2.30 

8.63 

2204924 

26.84 

2160 

2IJ0 

334 


Mm: Petcemagechaafe in Uteracy relates to perceatage poiau in I99t over 1981. 

Tout populaiiM fignrei an taken in the denomnaior for Uteracy tor 1991 to make tu— 
compMble with 1981. 

Source: DIstrki Census Hun^woks of 1981 and 1991. 


Siisailam Project: Oustees Left 
in Lurch 

C Ramachandrafah 

The indifferent and authoritarian attitude of the state government to 
the rehabilitation needs of the project-affected rural poor of Kumool 
and Mahboobnagar districts has compounded their deprivations and 
miseries. 


has come into exiitence. lnErram«ttain,the 
houMholds have increased M a much higher 
rate, and the population at a low rate, com¬ 
pared to the district’s rural average. This 
suggests that several joint families have 
broken upand many new families, especially 
by the younger ones, have emerged after 
displacement. A higher growth of population 
indicated that people might have moved 
into these villages from other places. 

The literacy rate has gone up by 8.64 
percentage points (despite adecline in a few 
cases} compared to only 3.38 percentage 
points in the rural areas of the district. Does 
this indicate a more vigorous drive towards 
liunacy in the displaced villages? The trials 
and tribulations experienced by minority 
of the villagers to regain some scmbla^ of 
economic stability in the aftennath of dis¬ 
placement andthe passive/indifferent role of 
the state government in rehabilitation do 
not suggest any such vigorous drive. On the 
contrary, the increase in literacy indicates 


that die illiterate poor might have left these 
viUafa (as it indicriBd by the decBne in popu¬ 
lation} aiach led lo a riae in the litemey figures. 

The Mahboobnagar district has also 
experienced similar changes (Table 2). The 
population has comedown by -1.75 percent 
and the households increased only by 8.53 
per cent as against the disttict’stural increase 
of 25.6 per cent and 23.63 per cent 
respectively. There was a decline of both 
population and households In 11 out of 36 
villages. In half of the viHages population 
has declined. Only two villages, Solipor 
and Bhairampalle, have reemded a high 
growth of both the components. Prom the 
foregoing discussion, one tiuiy infer that 
many people from the displa^ villages 
have migrated to non-displaced villages in 
search of livelihood. It is worth noting in 
this context that Mahboobnagar is one of 
the most backwwd districts and is located 
in a semi-arid region in the state. Poor 
people from this district migrate to far-off 


cities and are identified u Palaimn’ labour. 

The increase In literacy has been only 
marginally higher in Mahboobnagar 
compared to the district’s rural avenge. 
The litency rate Itsdf is low. It came down 
to below 1981 levels in sevm villages. In 
another 12 villages, the increase was below 
the average increase. In three villages - 
PManir, Oiellapadu, and Y Padu - the 
Increase was by more than 10 percentage 
points but the population has come down 
which indicates tlua the illHeittes might 
have left these villages in large mmbet. 

In the aftennath of displacement, the loss 
of land, meagre compensation, steep rise in 
the prices of land cto to less availability 
and increased demand, the immediate post¬ 
eviction need to build houses, and spending 
of the compensation money for other 
purposes especially repayment of old 
debts, etc, have resulted in the net decline 
in the ownership of land and other assets. 
The adverse effect was more on the tower 
categories. Compared to the old villages, 
the big farmer households came down from 
17 to 8 per cent, medium farmers from 16 
to 6 percent, and that of small and marginal 
farmers declined from 36 to 17 per cent. 
On the other hand, the share of agricultural 
labourers had gone up three-fold from 17 
to 52 per cent. It is revealing to note that 
33 per cent of the big farmers. 60 per cem 
of the medium farmm, and 73 per cent of 
the small and marginal farmers becanie 
landless in the three years sfter evacuation 
Consequently, the income from agriculturc 
has fallen substantially in all the villages 
surveyed - by 41 per cent in Gudem, 59 
per cent in Bekkem, 67 per cent in 
Marumunagala, 74 per cent in Pragatur, and 
53 per cent in Seripalle in Mabboobanagar 
district (Lokayan 1985: 8,12). 

It is imperative that the rehaMlitation 
measures are initialed in such s way ihst 
the living sUttdards of the ousiees do not 
decline. Assured work and housing at nev 
places, and the creation of social 
infrastructure like schools, health <;entre5 
drinking water, etc, must be ensured befem 
the displacement staru. In India, howevof 
these measures are half-heartedly initiaiei 
after the displaceinem is over, sufegectin 
the oustees to untold and unavoidabi 
miieries. mainly due to lack of political wi 
among the politicians and hpreauaxT' 
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lAmjs 2 : Houttmuis, ParwAiMN and LrtEXAnr m Okilacio VajLAoai: 
MAHAaooaNAOAii Dbtmct- 1981-91 


Name of the 


1981 





Per Ceat CkMie (1981-91) 

Miadal/Vitlaget House¬ 
holds 

Popu¬ 

lation 

Literacy 

House¬ 

holds 

Popu- 

latioa 

Literacy 

House¬ 

holds 

Popu- Uten£y 
latiofl 

Veepangandla 

C Baswapur 

115 

601 

11.98 

71 

351 

20.23 

-38.26 

-41.60 

8.25 

Bekkem 

793 

4264 

18.00 

713 

3432 

22.70 

-10.09 

-19.51 

4.70 

PManir 

449 

2493 

21.86 

533 

2404 

32.03 

18.71 

-3.57 

10.17 

CMaiur 

156 

849 

23.56 

191 

936 

32.59 

22.44 

10.25 

9.03 

Velur 

309 

1521 

27.88 

334 

1405 

30.04 

8.09 

-7.63 

2.16 

SoUpur 

IS 

77 

11.69 

36 

169 

13.02 

140.00 

119.48 

1.33 

KaOoor 

154 

781 

24.71 

87 

382 

32.20 

-43,51 

-51.09 

7.49 

Chellapadii 

217 

1140 

19.39 

146 

474 

32.91 

-32.72 

-58.42 

13.32 

Koppnaur 

546 

2745 

23.42 

679 

3452 

32.85 

24..36 

25.76 

9.43 

Jat^le 

Kollapur 

MKana 

880 

4447 

17.97 

565 

2628 

25.95 

-29.38 

-40.90 

7.98 

274 

1407 

10.09 

168 

645 

10J4 

-31.69 

-54.16 

0.45 

Vemkal 

54 

321 

7.48 

79 

435 

5,75 

46.30 

3541 

-1.73 

Maileswatam 

216 

1240 

8.47 

246 

1235 

14.74 

13.89 

-0.40 

6.27 

Somsila 

201 

1072 

11.19 

263 

1249 

18.73 

30.85 

16.51 

7.54 

Amaragiri 

63 

325 

2.77 

31 

122 

0.00 

-50.79 

-62.46 

-2.77 

BoHawaraiB 

54 

262 

2.67 

48 

193 

0.52 

-II.II 

-26.34 

-2.13 

Pebbair 

PPadu 

134 

798 

11.28 

191 

lOOS 

20.24 

42.54 

26.32 

8.96 

Pmriw<tiaikd> 

54 

280 

15.00 

46 

269 

9.67 

-14.81 

-3.93 

-5.33 

Budidipadu 

94 

535 

14.95 

153 

684 

21.78 

62.77 

27.85 

6.83 

Tippai^le 

148 

745 

13.15 

159 

945 

18.62 

7.43 

26.85 

5.47 

Oununadam 

626 

3332 

17.80 

699 

3651 

22.05 

11.66 

9.57 

4.25 

Ytparia 

287 

1440 

22.15 

361 

1781 

29.37 

25.78 

23.68 

. 7.22 

MiOlinxiii 

PiliepMU 

206 

1130 

13.19 

251 

1288 

16.93 

21.84 

13.98 

3.74 

Maagampet 

24 

133 

6.02 

21 

103 

10.68 

-12.50 

-22.56 

4.66 

Chaadur 

94 

518 

14.29 

115 

635 

17.80 

22.34 

2249 

3.31 

Uadaveili 

Alampur 

MMunagaU 

698 

3567 

25.62 

859 

4528 

29.92 

23.07 

26.94 

4.30 

314 

1548 

21.96 

411 

1750 

18.91 

30.89 

13.03 

-3.05 

Seripdie 

152 

886 

16.25 

178 

753 

21.25 

17.11 

-15.01 

5.00 

Kyaiiuir 

715 

3722 

22.73 

912 

4272 

28.42 

2743 

14.71 

349 

YPadu 

109 

644 

28.88 

139 

607 

43.49 

27.52 

-3.75 

1441 

Utkur 

125 

771 

16.60 

176 

840 

I7J6 

4a80 

8.95 

0.66 

Siagavaram 

167 

795 

23.40 

227 

1000 

23.40 

35.93 

25.79 

0.00 

Ryatempadu 

119 

641 

15.91 

136 

634 

6.47 

14.29 

-1.09 

r9M 

iilialapadu 

79 

397 

11.08 

80 

368 

7.61 

147 

-7.30 

-347 

BPaUe 

32 

187 

4.81 

68 

324 

16.05 

112.50 

73.26 

11.24 

Cuadtiwalla 

253 

1310 

27.56 

229 

1150 

34.17 

-9.49 

-12.21 

6.61 

Total 

8846 46924 

19.17 

9601 

46102 

24.76 

S.S3 

-1.73 

3.59 

District-RiHal 40551} 2177398 

16.11 501431 2734858 

20.30 

2343 

23.60 

4.19 


Mw: Pmcauge chaage la litetacy rdates to psreealage poiali la 1991 ovsr I9tl. 

-r—i ~Mia*inn fiawcs aie lakea n tfu deaewdaatoT ter liteney ter 1991 to ntefes them 



Isaiah Berlin (1909-1997) 


VidMiVe 


Isaiah Betiin’s asitt-utoptanism, his critique of determinism, his 
challenging insistence that liberty is not to be contested with other 
social goals prepared the ground for what we must face in an era of 
malleable political ideologies. 


PORthetaiieiManlMrofitudenti who visited 
hii dm in All Souls. Isaiah BciUn was an 
exdtiiif pbikMOiiiier to listen to; be alw^ 
engi^ the heatt at wdl as the head. He 
was the kind of phllosopber most studettfs 
liked, not lieatlaglifeasifitweieanarBumeat 
conducted in difficult jargon, but tSscutsing, 
among other Ihinfi, how men should behave 
in die affairs of ordinary life. Mott agreed, 
however, with very little that he said. Many 
came away ftom hU lectures with the feeling 
that be had done a valiant job of making 
jome thinker's ideas seem mom imeretting 
than in the otiginai. it should come as no 
surprise that he hat been called the ‘greatest 
living lecturer in the Engliih language' by 
G A Cohen, who hoMt the present chair in 
Social and Political Theory at Oxford. 

Those who knew Berlin seem to be 
unanimous in reporting his instant nqifiott 
with his awBence. When he spoke, there 
I a ppea r ed to be nothing between him and the 
subject of his lesunecikm. Unfortunately, 
for very long he was seen as sotneoiK wdto 
raicly ventured into print, the reason being 
that he hated sitting in front of a typewriter. 
TMs view began to change when Henry 
Hardy started editing Ids work in the late 
1970a. Seven collections of his essays have 
appeared to date, among others, KuiMian 
ThMers (1977), Concepts and Catesories 
(197S). Vico md Herder (1980), Personal 
tmpressioiu (198(0, Agohur the Current 
(1979X ud The CrookedTlmbercf History 
(1990). HU last collection of celebrated 
essays. The PinperSn«fy<!CMank»id, edited 
by Har^ andHauiheer, was puUUfaedeailier 
Ms year. 

or Riissla»Jcwlsh otigiiia, Isaiah Betiin 
was bom in Mia, Latvia, In 1909. HU family 
eniinled to Britain after the outbreak of the 
revotadon. ftom the time that he 
wai sttdyiag at St Paul's, Berlin had been 
a loyal Zkn^ AMiough the lews and the 
lewfsh problem did not obeeu him, hU 
petwnal aocounUofLewU Namier (hUtorUn 
at OxftMd), Wehanann (first president of 

Imel) and Moses Hess show a keen interest 
in men who were moved and upaet by it 
I was to tfeui most of hU proCnshmal 
Jife studying and lecturing at Oxford 
Uaiverriiy as t Mow at AB SonU CoUege, 
Unite dm W Miov PMneiHls (a Mow 
AB Soids. later pratesor hi Political 


Theoiy), who was never assimilated to 
England and ‘remained in exile all hU life', 
Berlin buih a niche for himself. He resigned 
the C3dchele chair in Social and Political 
Theoty, in 1967. after a period of 10 years, 
to become the founding piesideat ofW^fson 
College in Oxford. HU dtstinguished career 
included wartime diplomatic postings in 
NewYoik, Washington and Moscow, a 
knighthood (1957), pr esi de n cy of the British 
Academy (1974-78) and directorships of the 
Royal Open House (1955-66. 1975). 

Berlin's inteHactual weapoitt weredeti ved 
from the analytic tradition in moral 
philosophy which was dominant around 
1930s among agroup of Oxford philosophen 
- A J Ayer, Stuart Hampshire, J L Austin 
and Don^ Mackinnon. He was to clarify 
later that he turned away from a cateer in 
plulotophy because be was convinced that 
ptogiess in philosophyUimpossible. Instead, 
be started writlag about the hisioiy of social 
and polirical ideM. when it was still craving 
for recognition, and moved in that diicction 
with the publication of a biography of Kail 
Marx (1939). 

Thu was followed by a series ot essays 
and lectures, written between the mid-1950s 
and the eariy 1980s, in whkb he tread a 
political terntin without much regard for 
conventional academic boundaries. He, 
mote than any of hU contemporaries in 
Oxford, seated the insecurity of the 
foundations of faidi in the Enbghtenroem 
held by so many in hit time, even while he 
half accepted IL Long before the theoretical 
proposals of what is now called posl- 
modemUra. be had begun to apitiy bis 
pefipective to the revolt of a sucemsion 
of thinkers against the rationalist and 
identilk imditioM of the west In the Age 

Enlightenment (1956). he addressed 
himself to the main ideas of European 
romaaticUm. nationalism and phniUm, and 
acknowledged the Intellectua] power, 
honesty, Inddity, courage ofthe most gifted 
iMnken of the ISth ceatury". 

Thraaghout hU puMished work, Berlin 
wrote of (he oonception of iieedora as one 
of the cental ideat by which die modem 
tuliject was defined. Written mom dun a 
quarter of a century ago. Two Concepts of 
Liberty’ sparked many debates in the 
nr ad wnlf world. I> was, for many years, one 


J 


of the mut quoted texu in the gradate 
couiae in polMcf at QxfimL 

Bonn's dUtlBCtiOD between negitive and 
posiiive Ubetty rests, most simply, upon a 
distinction botween liberty as non- 
intetferenoeateBbertyasielf-delenntnsiian. 
He could not conceal diO be strongly prefers 
the first to the second. For hnlting within 
the latter categotyulbe potential (fifference 
between a rational or 'real' will. To what 
degree the ‘real’ will U in fact oooqiOible 
withanincUvidaal'sfieedomfbrhimUraiily 
contentious. 

To thU story of ‘untammelled’ fieedom, 
Berlin adds the stoiy of pluralUin. Theae two 
stofiei get linked in the way the concern with 
freedom is seen as a concern with the shea 
indeterminacy of die prooeas of history. In 
seminal essays on Vico, Macliiaveili, Sold 
and Herder (1980), and in 'Historical 
Inevitability’ (the first of the August Comte 
Memorial Lectures) he argues that tboee few 
dunken who spelt out the oo na e q ue n cei of 
pluialUm have been misunderstood; men are 
motaliy fiee and are tUe to Influenoe events 
for go^ or evil through Ihdr freely held 
ideaU and convictions. 

There is no doubt that his most thstiiictive 
contribution lies in captivating a wide 
audieDcc with great European intellectud 
taditioas, and with the moat original thinken 
of the post-Renaitaaace world. Bnt he was 
aUo amongst those vvho dUaenied from the 

widely held viewofiheRusslaa inteOigerei^ 

as famtical monisls. In a iMunber of siiUdni 
portraitt of Herzen. Turgenev, Tolstoy, 
Bakunin, Moses Hess, among others, ta 
reflected on their tuspidan of abaotnies and 
their need to discover some monolithic 
truth. Herzen’s attacks on deiemiiiiUtic 
(dnlosophies of progress demonstnae bow 
wdl he understood that the "geeatest of shn 
that any human betng can p erpetrate is to 
ledt to transfer moral respouibility Cram Ma 
own shoulden to an unpredictahle ftmire 
order, to sanctify monstrous Crimea by foitb 
in some remote Utopia”. 

What are we to make of Berim today? 

M Walzer mice said of Berlin, sytem is 
not tut style: his eosembie hanUy amounts 
to a systematic account of any aocial 
philoaoptiy. It cannot be said thd he hat 
commanded so area of mearoh in the way 
other scholan have. Most analysts tfiimiaB 
the notion that his departure win open ap 
a dizzying void. Nehher tougb-miiided, nor 
bold, las politics of pluralism was after aB 
opaqtteandconfuaed,aaddifiicuntotamlte 
into political practioe. What it pethapa moat 
significant, however, is his pMloeophk 
openness, and the degree to whkh be readily 
absorbed an paitiestoihediapuieoverlBienl 

vahmi and nilea. 

WhanundtautinanthlabiliniinaMaifcMB 
populaffty of BerUn't wwfc. Hii wiWite. 

at the heiglii of the cold war, aoUdUied iim 





popular idendncatioD of tocialism with 
communist authoritarianUm and rehabilitated 
the western bourgeoiaic's democratic 
credentials, it is wofth recalling that among 
tlM.se who did attempt to explon the nwa 
of totalitarianism (Aremh, Sartre) there were 
none, it would seem, whose work could 
sutpass his fame and appeal. The reasons (or 
that outcome, I suggest, go beyond his false 
optimism about human frMdom. More 
fundamentally, his anti-utopianism, his 


A RECENTnewsreportreferredtothedelay 
on the pan of government of Maharashtra 
in comply i ng with (he SuptemeCouft vetdict 
directing it to give a grant-in-aid to private 
law col leges in the state. Apparently, this has 
prompted four part-time law professors to 
initiate comempt proceedings against it. 
Another news item, some time ago. referred 
to the speech of justice J S Verma, chief 
justice of India, while laying (he foundation 
of the National Law Institute at Bhopal. 
Justice Verma called for closure of private 
law colleges, which he felt were commercial 
institutions, and suggested that such colleges 
should be substituted by weil-e<iuipped 
govemment-nin law schools. He also 
underlined the need for improvement in the 
standards of law education to prepare better 
lawyers and judges which was vital for the 
proper administration of justice and the 
rule of law. While the objective is 
unexceptionable, it is necessary to ponder 
over the questton whether it is proper to 
saddle the state exchequer with such 
responsibilities as legal education. This aid 
the larger question of increasing state 
involvement in higher education need to be 
examined in the light of shrinking state 
resouices, buigeoning public expenditures 
»d the piimary duties of the stale. 

The white paper on stRnidies brought out 
by the central government has invited 
attention to the rapidly rtslnf and un¬ 
sustainable burden of tubsidiai which (tow 
for 13 oercentofihegrownloinestk 


critique of detenninism, pre pa re d the ground 
for what we must face in the post-modeni 
era when political ideologiea are malleabte. 
The general relevance, therefore, is the 
cballengiag nature of his insistence that 
liberty is not to be contested with other social 
goals: a message which is not going to go 
down sympathetically with those trying to 
eradicate injustices grounded in differences 
of race or sex and those engaged in building 
a beuer green world. 


inelegam terms, namely, merit goods and 
non-merit goods. But it must be admitted 
that it poses certain relevant questions. It 
also invites attention to (he fact that anumber 
of subsidies are not properly focused in 
terms of the beneficiaries aix) often the 
advantage of such subsidies is derived by 
the better-off sections of society. 

Unfortunately, it it often forgotten that 
Maharashtra was the first slate government 
to invite attention to this problem, as a pari 
of its efforts at zero base budgeting. Way 
back in Match 1988. the state government 
placed before the legislature, at its budget 
session, a comprehensive report on scheme- 
by-3chme subsidia both on the plan and 
the non-plan side contained in the bud^ 
ofthe state for (he previous year. The subsidies 
covered explicit sttitsidies, hiddei^subtidies 
and gnms-in-aid. Explicit subsi^ were 
further examined doseiy to see whAher they 
reflected the burden fully and tealiiiically. 
The state government has continued the 
practice of placing audi a report before the 
legislatuie each year since Ihen. 

It is seen that the burden of subsidies, 
given directly through the budget, wem up 
fromRs 1,231 crorein 1987-88 to Rt 3,370 
crore in 1996-97. The sitiiiidies increMed 
by over 31 per cent as compared to the 
previous year. Of iMs, the wlMidy forhighcr 
education and primary education accounted 
for more than 13 per cent and 37 per cent 
of the total icspectivety. In addifeA, the 
sufashtiei given flmu^ the pubtie sector 
—««eon u nro d farovBrto3,322cro(e 


ht 1995-96, towards mbsidited power ra 
primarily for igrkuhore, 1^ tM ft 
electricity board, GODoessiaiu given thm 
other corporations and boards, and to 
Tbiis the total subsidies accounted foro 
Rs 7,000 croie. TMs large burden needs 
be c ompar ed with the annual plan out 
for the year 1997-98 which totalled a 
Rs 8323 crore. When compared with 
outlay of Rs 8,284 crore in the precedi 
year, it can be seen dial the phut outlay I 
declined in real terms. Due to the terii 
resource crunch, the state government I 
recently decided to cut back on pi 
expenditures by nearly Rs 700 crore. 

The question of subsidising higi 
education needs to be considered in i 
context of the finances of the st; 
govanments. The Approach Paper to i 
Ninth Rve-Year Plan brings out that thi 
has been a decline in the share of stales 
the total plan outlay. In the Eighth Ptan 
declined to 36.4 percent as compared to t 
projected 41.3 per cent. The paper righ 
emphasises, "What is a matter of conce 
is that when the states' share declines, il 
sectors which suffer more severely j 
agriculture, basic minimum services, heali 
education and electricity”. It was n 
surprising that achievements in the Eigh 
Plan fell significamly short of not only il 
targeu but also the achievementt of 0 
Seventh Plan in major infrastructure secioi 
such as irrigation potential, highway netwod 
and power generation. Yet another wonyin 
feature has been the significant shorifall i 
the mobilisation of additional resources) 
a number of states. Thus Bihar, farexani|il( 
failed to raise the required additioiu 
resources of Rs 4300 crore in the Eigh 
Plan, in its quest for managing its fuuiw 
and getting more out of (he meagre avails!) 
resources, Karnataka has report^ydecKi 
to slash its subsidies by 33 per cent. 

This issue also needs to be examined 
the context of ihe stale’s primi 
respoasibilities. It is now well lecogni' 
(hat India has fallen way behind In hun 
devdopment. The provision of pnm 
services such as minimum health care 
primary eihication fora large section of 
poor and the deprived is abysm; 
Inadequate. In most of the eut A 
countries, the literacy ratio is well abov 
per cent. In India it is still about 50 per I 
The ratio of thoM educated up 10 seem) 
level is still lower. The expenditur 
educetion is just ebout 3 J percent of ( 
Past growth of literacy is reported i 
hardly 8 to 10 per cent is Ihe inter-de 

period. The infant modality rate (pe 
thousand) is H Mgh as 84 as conperet 
test than 10 in a wmber of east 

eouniriea. Thtmgb ono-fdurtli o^lhe w 

Mind are 10 be fouad isTndii, the re» 
eennrfced foriheeoatreiofblwiini 


Higher Education and Subsidy 
Culture 

Madhav Godbole 


The Supreme Court’s directive to the Maharashtra government to give 
a grant-in-aid to private law colleges in the state raises the question 
whether it is proper to saddle the government with such 
responsibilities as legal education. This and the larger question of 
increasing state involvement in higher education need to be examined 
in the light of shrinking state resources, burgeoning public 
expenditures and the need to focus on the primary duties of the state. 



mHiPe. According t0 the bictc rqxNtt of the 
Alto Dew l epmcinBeidc, India hesapoveny 
mecf 52 percent India nnki at a ihocking 
I35th place among about 178 countncs on 
the baiii of Human Developinent Index 
developed by ESCAP. 

The icheine of Operation Blackboard 
which was announced with so much fanfare 
nearly a decade ago has not really taken off 
the ground due to lack of resources. The 
number of singie teacher schools continues 
to be legion.CoRstitictionof school buildings 
with mininitim facilities such as toilets for 
girls is still a far cry. Even J and K. which 
was the fint state in the country to announce 
free education up to the university level, 
has not been able to provide toilets for girls 
in the schools leading to large dropout 
rates among girls. These are realities of 
life. Now a decision has been taken by the 
centre to amend the Constitution to make 
primary echication a fundamental right. But 
this aim will not help if we arc not able 
to And adequate resources to fulfll this 
responsibility. 

A reference must also be made to the other 
primary responsibility of looking after (he 
econornically and socially weaker sections 
of society such as the tribals. Their lot has 
worsened since independence. The reports 
of death of nearly 4,300 tribai children in 
Maharaahtra during the last six years due to 


ON July 13, 1997 fSr the first time in the 
history of vohinieerlsm in India a voluntary 
agency made its accounts, books, vouchers, 
bills, muster rolls artd other details of 

expenAture aval labletolhe run! community 

for public scrutiny. SWRC Tilonia (alto 
caHeddKBaivfootColleteliaAjinerilittrict 
of Hrtfasthan organised this public bearing 
in a ^Ihtge seven kmt from Tltonia. People 
known for their integrity Impartiality and 
honeity were requested to bea pattof a panel 
to conduct the proceedings and ovenee the 

ooe whtde day social and puUtc audit 
The timiiii was inqwitaiit Had Tilonia 
otgMlied Ihts pt^lic hearing on its income 
and pepeudHunt six months before it would 


malnutrition is a shocking commentary on 
our development priorities. The National 
Human Rights Commission has recentiy 
invited attention to ttarvarion deaths in Orissa. 
The government of Maharashtra admitted in 
the state legislalure that there have been at 
least IS human sacrifices in (he rural and 
tribal areas during the lost three years. 

Law and order and justice are (he two other 
primary responsibilities of the state which 
have been neglected over the years. For 
example, the number of police persons per 
one thousand population has remained the 
same during the last decade in spite of 
considerable increase in population, 
urbanisation, crime, terrorism and 
responsibilities of VIP and VVIP security. 
Thm are over three crore cases pending in 
various courts in the country. Infrastructure 
forthecourts.includingthemin^ofjud8es. 
is far too inadequate to cope with the task 
of administering speedy justice. 

It is therefore time to rethink about 
continuing with or taking over new 
responsibilities such as in the field of higher 
education. In a number of countries, 
professional education has to be paid for by 
the student. Governmem assists only those 
who are economically weak. But even here, 
assistance is by way of student loans. Living 
within one’s means is as important for the 
country as it is for an indiWdual. 


not have been news. But by the time it was 
conducted a lot bad happed that made it 
absolutely necessary for Tilonia to set an 
example and silence the critics as well as the 
sceptics. 

Eversincea mass-basedotga n iaation called 
the Mazdoor Kisan Shakti Sangathan 
(MKSS) started a campaign on the Right to 
Information demanding that the state 
governmem was more mnsparent at the 
village level the focus was on Tilonia The 
diief ndnister had made a rash statement on 
the floor of the house in April 1995 
committing the government to making 
photocopies of all billa, vouchers, muster 
rolls available to any citizen who waated 


ttottiix of expenditure on public worfca. 
Unfinitbed and incomplete schoola, 
dispensaries, roods, aniciits shown cornpleie 
on paper, fictitious names on muster rolU 
coltecting wages; cement, stone, lime and 
mortar raeantforconmunity assets all leaking 
imo the Mack market; wheat, sugar, kerosene 
and oil firom the public diatribution system 
all landing up in the ihops of petty traders 
aixl village rooneyleiKlm - this is the 
comforuble situation today because alt 
infoimation is secret and not in the ‘public 
interest’ to expose. Portwo ywus the MKSS 
has fought the state government every inch 
to remind them of the commitmeiit of the 
chief minister and to make Mm honour his 
statemem in the house. The threat of an 
MKSS Strike on April 6,1996 produced a 
govemroem order itigned on April 5. 1996. 
The conclusion of a 40-<lay strike in Jaipur 
in June 1996 resulted in the establishn^ 
of the Atun Kumar Committee to study bow 
practical it was to atrange for photocopying 
of documents. The conclusion of the 
committee was it was practical; in August 
1996 it was declared secret by the 
government. 

All along in every puUk encounter the 
question that every bureaucrat asked was: 
will Tilonia show its acconms in public? 
Why are you singling out government to 
show their accounts and details of 
expenditures. What about volunury agencies 
wht> receive ciores from foreign sources? 
What about Tilonia? 

When the MKSS declared a atrikeon May 
26.1997 many promises made hy the diief 
minister and the state yrtvemmenl had been 
broken. But while the suike was in progtets 
in Jaipur and the government was feeling the 
pinch from a hostile regional press codling 
out almost every day in favour of the right 
to information, three zila pramukhsof Ajmer, 
Jaipur and Alwar along with an MLA Irom 
Alwar district wrote a strong letter to the 
chief minister alleging that the MKSS was 
receiving foreign funds through Tilonia to 
sustain their struggle i^ntt the govenunent 
and it wu time that Titonia produced its 
accounts and submitted it to g o v en unen t . h 
was prominently printed inaO (henewspapen 
in Rajasthan, 

On July 2 after the cpiet minister and 
the chief secretary had broken (beir word 
Kuldip Nayar wrote a letter to die prime 
minisler 

The government of Imfia aUDcaies Ks 700 
togOOcToretoRideaihaBaaamllyfcrvartina 
prcjecta... The stale too givei grams to ire 
9,000 paachayaia thm imattlMa hai. The 
chief mtaMer ia preaidiat over a rani dm- 
l0|IIMBl tcnil QHKk 1ft KStelhmlW 
fbddtf scam in Blw. May I nqneai ywio 
hand over ibe caa* (0 the cat for hiiqdln? 
The camption in rural devdopaaam worn 
direcllyliittetdmpoorpeepte’allvilBwuda. 
‘The ftidgiaf of emplojmut of taboat aud 
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IVansparency in the Voluntary Sector 
A First Step 

BuokerRoy 

Against the background of the campaign waged by the Mazdoor 
Kisan Shakti Sanghatana in Rajasthan demanding that the government 
make avaiiable the expenditure on pubiic works for public scrutiny, 
the public hearing organised by SWRC Tilonia making public the 
details of its income and expenditure sent a strong message to all 
voluntary agencies that it was possible for them to be transparent and 
accountable. __ 



wage eairles in the mutter rollf meuH that pramukh. MLA, sarpanchet and ward 

the poor are denied their cmployiBeM and paiicht) voluntary agencies all over 

miniannn wages basic to survival... Rgiuthan, the natkmtl and legkmal press. 

The transparency he it demanding of . social activists, profesikma) institutions and 


government is equally applicable to the 
votuntary sector. The time was right to bold 
a public beating. Quite apart from the fact 
that the MLA and the three pramukhs were 
asking for infonnation alre^y sent to the 
state assembly and printed in their procee* 
dings (as Jagdeep Dhankar the MLA from 
Kishengaih stated in the public hearing as 
a member of the panel) it was time to go 
well beyond their demands and reveal other 
financial details both personal and 
professional. 

The people who were invited to be a 
member of the panel and who very kindly 
agreed were Dinkar Lai Mehta, reliicd judge 
of the Rajasthan High Court and chairman 
of the Legal Aid Oil. Jagdeep Dhankar, 
MLA, Kishengarh, MatudharMridul, senior 
advocate in the R^asthan High Court, K S 
Subiamaniam, ex-director general police, 
Tripura, L C Gupta, retired IAS officer, Ved 
Vyas well known journalist from Rajasthan 
and a news commentator, Sawai Singh, a 
well known Gandhian activist in Rajasthan, 
D L Tripathi, chairman of the LIC Union 
in Ajmerand Chairman PUCL Ajmer Chapter 
and Sbarada Jain, a well known social science 
researcher and professor otphilosaphy. It 
was impoitant to have such a panel witness 
the pnxxedings so that later, knowing the 
strange thinking processes of- govcmmeiit 
servants, no one could accuse Tilonia of 
rigging or stage managing a farcical public 
hearing. 

The accounts for the last 10 yean were 
on display for the panel memben, the 
sarpanches, the ward members, the regional 
and natiofial press and over 300 mendrers 
of the niral community from the villages of 
Buhani. Kakniawas, Hannara,ChotaNarena, 
Stngla, Kotri, Ttkawaia and Kadampuia. 
What work had been done and how much 
money had been spent on drinking water 
(installation of hand pumps), solar lighdiig, 
running night schools, family pUnmngcainiM 
and generating etnployinem among women 
leceiving work from the handicrafti section 
was read out in detail. 

In lesponie to the open letter written by 
the thiee pramukhs and one MLA to the chief 
minister, TiJonia replied strongly and 
positively. Unlike goveniinents whobdieved 
in secrecy, intrigue mid intimkiating rural 
communities voliuiUfy agencies worked 
dtflemidy. The reply to the chief minister 
contained a copy of an open letter written 
to the home minister in Decemb er 1996 
requesting for the PCRA to be ammended 
m well as an invitation tfa« he come to the* 
first public hearing. 

Over 200 invitations had been ddlvered 


senior bureaucrats. Senior district officials 
were also invited. To Jagdeep Dhankar’s 
credit the MLA came and channed the public; 
he was fair and just As for the rest it is not 
luprisi ng no one came. They were too scsed 
to hear the truth. They feel mote comfntable 
with crooks and scoundrels. 

What were the documents open for 
everyone to see? Funds receiv^ from 
government and foreign sources over the last 
10 yean. Tiionia lecdved R$ 6.08 crone 
from government and Rs 8.66 crore from 
foreign sources from 1986 to 1996. The 
director’s salary. In 1996-97 along with alt 
the facilities the nest of the ttafT received the 
S WRC paid him Rs 1,200 per month. Details 
of the fixed deposits, incottK source totalling 
neatly Rs 50 lakh were open to the public. 
How much SWRC was spending on 
administretive expenses (8.02 per cent) of 
the total funds received was shurd with the 
rural community.'The original sakuy registen 
from 1986to l996containing details of what 
the 400 staff me m bers (full-time and part- 
time) were getting along with their bank 
account numbers were available. The 
passbook of Account No 10 in the Union 
Bank of India, Tilonia branch, in whkb we 
were allowed to receive foreign funds by the 
irunittry of home affairs was photocopied 
and attached to each audk staternem. The 
amounts received from various awanis 
conferred on the SWRC (Jamnalai B^aj, 
Swedish IDEA Award, ESCAP) and shown 
at fixed deposits in the name of the 
organisation was explained to the audience. 
Details of the foreign trips of lire director, 
cost of tickets, paid by whom and where he 
stayed was ai^l^le to everyone. Bills, 
vouchen and muster rolls of work dooe by 


Tllofiia connected to buUdiivs, RLBOF 
bouses, oommunity centres, 1010011 , pipeline 
schemes, running night schools and 
developing wastelands weremadeavailable 
in the pul^ hetuing. List of the many bank 
accounts and who operated them was 
provkted as well as theemploymeni generated 
with the fonds received in 1995-96. Over 
2,600 people received full or partial 
emptoyment in the year. 

The public hearing served many puiposes. 
It silenced the critics in poUtical and 
administrative circles: it was imich too daring 
and transparent for their imagination and 
very hard to accept. They had tried to link 
the MKSS to Tilonia and the public hearing 
disproved that wild allegation. It tem astrong 
message to all the votuntary agencies in the 
state and outside that it was pouible to bold 
a public hearing and demonstrate how 
transparent and accountable they could be. 
provided their books were in ordtf and they 
had twtbing to hide. 

The role of the volimiary agencies in thii 
campaign for the right to infonnation has 
been sad and indeed tragic. In the 52 days 
that the struggle contimied many voluniary 
agencies clsiming to work for the rural 
poor, claiming to fight corruption and 
improve the lives of the niral poor stayed 
away. One reason is that they wanted to 
stay on the right side of the stam govern¬ 
ment, not anger them or atinct attention. 
Agencies receivtttg massive foreign funds, 
far in excess of Tilooia. were too scared to 
show up and show solidarity. If the idea 
of the ri^ to infonnatioo was bad enough, 
the public hearing organised by Tilonia on 
its accountt was. in their eyes, the mother 
of all disasten. Of course to many it w« 
the first positive step towards tnnsparenc] 
and accountability. But to many thousand 
more it was the first step towards exposun 
and ruin. 
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AND IRAQ 

nd of the Crisis? 

tshFut 

US-Iraq diplomatic brinkmanship, unlike In J99J when Saddam 
train lost because of his miscalculation, in 1997 it has been 
antage Saddam so far. The allies of the US, especially France^ and 
many, have refused to toe the US line and Saddam has played his 
Is well in the Arab world too. 


'ARENILY Ihecriiisisoverbut certainly 
xsolved. The objective conditions that 
0 its maUni have not changed nor have 
Hibjective facton, i e, US-Iraq mutual 
eption and luspician. President Saddam 
lain after about seven yean of sanctions 
a battered and crippled economy 
Inues to be in full control the situation 
if press and television reports are to be 
n at their face value, he remains popular 
Similatly, the American administration 
seven long yean has not been able to 
up its objectives in Iraq. Even today 
Mt in a position to make a clear choice 
'OurofIraqwithoutSaddam.Tbegeo- 
cal compulsiotu do not alio w it todump 
aqi preskient even if the US government 
capsMe of doing so. Ironically, Saddam 
ain has no replacemem. It seems he 
s this. Only his Iraq can be a bulwark 
isl another ‘rogue state' and it is his 
te that jusliries American military 
»ce and arms sale to the region. The 
Asia, in the post-cold war yean, has 
the largest purchaser of arms - more 
S SO bn in 1996. 

haps it it the subtext of the crisis that 
. more Bttcnlioru The biannual report 
ited under the supervision of Australian 
mat Richard Butler who came in place 
If Ekeus (who has been tuit^y awarded 
s Job with the Waller peace prize) in 
1996 to head the UN Special 
nisaion (UNSCOM) authored it. The 
T Report wu to deal with two subjects 
hdad’s ‘substantial compliance' with 
n sp ec to rs as pm* the recommendrnion 
nhition 1,115 adapted in June and the 
eu achieved, or lade of it, inelimrnalion 
eapons of mass destruetkm (WMD). 
r was happy but not satisfied with Iraq, 
it report provided enough room to 
cuvre. ThUng advantage of the rqurt, 
merican administration started making 
■ for extension of sanctioiu. It may be 
ed here that of late American allies, 
iihniy Fiance sod Germany, have not 
endorsing the American line on west 
30 it the peace pmeeu or dealing with 
3n Itaq too Pmnee, Russia and C3ilna 
nwen, have been peddHng a soft line, 
ir view sanctiotts have foiled to purdah 
aqi regime and famocem people have 


been paying for it They also view chat but 
for the biological weapon, eiindn^ion of 
other WMD has been accomplished by and 
large. So when America wanted to extend 
sanctions by imposing a travel ban on SOUK 
Iraqi officios, ttwy opposed it. Clearly they 
were not interested in escalating Che crisis. 
In contrast, the dominant view in America 
hat been of going for imlitary action. A 
range of options has been suggested from 
declaring the entire Iraqi air ifuce a no-fligbt 
zotK to striking at more than 200 military 
headquarters and intelligence targets. Perhaps 
the American think-tank saw in the crisis a 
chance to force its allies to close their 
differences and recognise the hegemony of 
the superpower. 

For Saddam Hussain, the report left little 
choice. A closer look at Iraqi affairs makes 
it clear that despite so far successfully 
containing internal opposition and popular 
discontent, the presi^t is increasingly 
becoming vulnerable to sanctions. His 
support base is shrinking This could be seen 
in the kind of purges that he has been making 
periodically which included sometimes 
people very close to him. No doubt he has 
the charisma and his people will always 
support him against an external enemy, more 
so if it happens to be America But it cannot 
be argued that he can elkii an equal measure 
of support in n^otiating with domestic 
problems which ate mounting with the 
increasing bite of satretions. The food for oil 
deals docs not provide him adequat e amount 
of material and freedom to remain a popular 
poUikal leader. Itisdrivh^ him more towards 
coercion. So he too needed a crisis to bolAcr 
bis position by triggering anti-American 
sentimertts. 

In Itaqi-American diplomatic brink¬ 
manship, unlike in 1991 when Saddam 
Hussain lost for his miscalculatirw. in 1997 
so for it has been advantage Saddiun. Iraq 
did not oppose inspection of UNSCOM, 
despite the fact, as reported in the American 
(Hess, that Butler expressed Ms iiMeMioo to 
inspect the leeiei site of (he president’s etiie 
personct security forces, the Special 
RepubiicanGuanLTheUSsectetary of state, 
MaiBlne Albright, laid in a public statement 
thnt Iraq was pui^ obstnictioM ‘Tweause 
ihoae inipectiow were about to uncover 


facts or meleiinls the Iraqi regime docs not 
warn fiw wnld to lee^. But Iraq has been 
making the oonbaiy pcdiu. It has maimaitKd 
that fu oppoailioa ii not against UNSCOM 
but against the partidpatkm of Americans 
in the UNSCOM team, because in its 
judgnHRt tbe latter were acting as American 
spies. Its otgection is U-2 flightt was also 
for tbe same reaton. By accreting the UN 
team without tbe US memben. Iraq tried to 
communicate thm the Americans were using 
the UN inspection for tfadr own objectives, 
thst the UN should come otrt of American 
control. Similariy the Iraqi leadenhip tried 
to tell the US al lies that they need nM endorse 
the American line, that in intemationa] 
decdiion-maldng they need to Inve their own 
uy.No wonder that Iraq agreed to the Russian 
formula of having an equal number of 
members from all perm an ent tnertmers of the 
Security Council in UNSCCM including 
the Americans. This is a clever way to tell 
the American government that in Iraqi 
ayyf infiie m thr 1isjuftotif of thr tne m hft s 
of the Security Council. 

Iraq has played its cards wen widi its Arab 
brotim too. Oik of the criticsl gairu for 
American diplomacy from the Gulf war of 
1991 was thtt it rhspelled the myth of Arab 
solidarity. Impretani Arab countries like 
Egypt and Syria JoitKd the US-led coaUtion 
forces. In fact ^ bringing Israel into the 
Arab world, American diplomacy further 
stiengthetted its gains. But the same allies 
who joined the Desert Storm have this lime 
rejected American suggestion to go for 
military action. In fact lor tbe last oik year 
a dear Arab voice is emerging agaitut tbe 
continuation of sanctions against the Iraqi 
people. “A consensus within the Arab world 
now is that American policy toward Iraq hat 
been overkill and thirt Ir^ poople bve 
iKcdlessly sufTered". Importantly, even a 
small country like UAE, heavily dependent 
on America forits security needs, has warned 
that an attack on Iraq would be attack againit 
(he whole Arab nation. Kuwait, the victim 
of Iraqi aggression, too has opposed military 
acikm. While it will be an over-statemrat 
to say thM the crisis h» wracked the American 
dream of forming an Arab coalition but it 
cannot be denied that the Arab go v en u ne m s 
are not very comforubie with the US foreign 
policy towards the region. 

Arab reservations becanK very lowi and 
clear at the recently held Bourth Anrani 
Middle East and North Africa Eoonomte 
Conference in Doha. Quck. Except Joidm, 
Kuwait, Oman, Tbnisia and the hM country 
Qatar, no other Arab country pmticlpmed in 
it. despite special effom made by America 
to push its Arab allies to the c o sifianwec. 

Egypt, the host of tbe last such oonfennoo 
in Noveniber 1996, nd Samdi Anbia with 
whom the US has a special reUdouaWp 

failed to show up. American policf«Higen 



cxptfieQciitg high teftsion in the Itbow 
maitet Olga Akulova has nspoited ia Che 
Runiaii paper, Agricultural Life, in August 
1996 that rural unemployinent Ind becone 
a huge problem where kolkhozes and 
sovkhozes had collapsed, kindergartens and 
subsidiary enterprises had closed down. 

Could Russia have avoided unemploy¬ 
ment? Different views and opinions are 
expressed on this issue. These is a section 
of scfaoUts including A Livshits {Ectmomie 
Reform in Russia and Its Price, Moscow, 
19M) who ofrine thst unranploymem is a 
nontul economic process when systemic 
transformation is taking place. In fact, all the 
former socialist countries have been facing 
the problem of unemptoymeiU to varying 
degrees. As pointed out e^ier, considering 
that there was hidden unem|doymem in the 
former Soviet Union, when &II employinent 
wasmaimainedartjficiallyaiidatlmvlabour 
productivity and at low wages, under market 
economic conditions unemployment is 
inevitable. However, there is another view 
among academics and political groups in 
Russia that unemployinent could have been 
avoided by chmiging production structure 
and in particular giving greater engihasis on 
prodmation of goods of mass consumption. 

It is further contended that this should have 
been done by the state itself. 

Tackuno Unbmfuivment PaOBLEM 

How it the proUem of unemployment 
being tackled? The IMP and Worid Bank 
experts while conceding the Hkdy problems 
of unemploymem in the transition period 
recommaided a general prescription to all 
the former socialist countries ~ that economic 
reforms should entail macro-economic 
stabilisation, creation of new institutions, 
provision of social security system to 
vulnerable sections of the society and above 
■11 the creation of dynamic private sector to 
absorb litoir released from stale-managed 
organisatioiu. But many of these sotutions 
are theoretical and idealistic in nsiure. 
?srticularty for a latge country Hke Russia 
with all its political and economic 
complexities, such a general approach may 
be inadequate to tackle the unonploynieni 
mbiem. 

To reduce the Ul-effecu of unemttioymem. 

. few economists and social scienlisu have 
suggested part-time employment u an 
litefBative solution. This is ctmideted to be 
deiiiable particularly to women who are 
Mherwise unempicyed for a long duration. 
Such part-time em^oymeiu is expected to 
lelp them not only monetarily but will also 
nake them feel sodally useful and that they 
M continue so use their work experience 
or the good of tiw society. But such a 
■oposai win have United relevance under 
w prescnl ce nd Mo ili when in many cases 

iULiifne vnrtets arc required to rvoit 


on part-time basis since a signiflcant number 
of e nte rp ria ea are not working to their foil 
capacity. Hence such a proposal may have 
retevanoe only in the tong run and that too 
on a limited scale. 

In an effort to tackle the proble m of 
unemployinent. in the autumn of 1996 the 
Ruuian government launched a target- 
(xienled programme to piomoteemptoymeiiL 
The thrust of the programme is u follows 
- increasing investment in sdeet seaois 
such as (exiilet, coal and defence relaled 
units in which the problem of uncmpliqranent 
is very severe; developing small scale sector- 
oriented enireprenmirsbip; retraining of 
workers; providing tcm p o ^ emptoyment 
to 4 lakh persons in public w^s and 
supporting demobitii armed penoimel by 
providing vocational training. The pro¬ 
gramme of the Russian goveniment appean 
more like a propagandistic policy dwlara- 
tion considering the budget^ constraints 
of the government and det e rioration in the 
economy. Hence the programme may end 
up mainly on paper. Moreover, as observed 
by some commentators, the stale machinery 
continues to be inefficieiit to cany oirt 
government programmes. Moreover, the 


task of retraining of mirVIlB aged woifcets 
and relocation of mHlioos of fomilies is not 
going to be oasy. Apart from that under dte 
comfoioM of disoiipaiaed trade unkMB and 
multiplicity of patties which are mainly 
enga^ in power politics, the growing 
mass of Ruudan uncniiiloyed may not ex¬ 
pect inach active supp^ to improve their 
tot 

In viewofwhatiisoiedabove, the problem 
of unemptoymem in Russia may not eaae in 
the shot ran consideriiig alao the fact that 
there is no qualitative improve m ent in the 
economic attustloo. Except cert ain defence 
rdated unhs, performance in the cate of 
many engineming enterprises, and other 
industrial sectors has not been good. 
Agricultural output haa not increased much 
during 1997and hence agro-baied industries 
may not absorb much labour. Overall 
investment climate in the couniiy has not 
been promising to expect large-scale foreign 
private investment which, among other 
fecton, can pull Russia out of economic 
depteaston. Hence unenqiloyment is the 
so^ cost that the Russians have to p^r for 
carrying out the transition to a market 
economy. 
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PERSPECTIVES 


Power to the Malayalee People 

Richard W FVanke 
Barbara H Chasin 


Kerala's decentralisation programme is probably the largest of its 
kind in the world at present. White it does not mean complete 
abrogation of higher-level responsibilities, the ultimate goal is a 
substantial relaxation of central control and substantial community 
empowerment. 


CHAPPARAPADAVU panchayat rites to 
only 73 mettes above sea level. But the 
foothills of the Wesiem Ghat Mountains of 
southern India arc rugged, forcing the 27,000 
people of the 70 square kilometres 
community to live on steep slopes and rocky 
terraces. Despite the difficult terrain, 70 per 
cent of households farm rice, coconuts, 
cashew and areca nuts, rubber, and 
vegetables. Local accounts claim a 1,200- 
year history for the panchayat, which is said 
to be the home of some notable medievut 
scholars and poets. 

Chapparapadavu takes its name from the 
'chapparam' tree, one of which stood at a 
place called Therandi. along the river that 
CUM the panchayat in half, carving 11 kms 
of steep slopes that give way in only one 
or two places to a landing whm a ferry can 
be operated. Chapparapadavu means ‘the 
village at the ferry under the chapparam tree* 
(the one at Therandi). 

It was only in 1983 that the Kerala state 
govemmem finally built a bridge over the 
river, making possible modem vehicle access 
to the panchayat. Now some agricultural 
products arc sold in the nearby lowland and 
coastal towns of Talipaiamba and Kannur, 
but most production remains for local 
subsistence. At Therandi itself, a frustrating 
situation developed when the government 
built a primary school on one side of the 
nver, compelling students to cross the river 
on the pole-propelled ferry boat that holds 
only 10 people or to walk three kms to the 
bridge and three kms back to the school - 
repeating the trip at the end of classes. The 
home-made roads along the sides of the river 
make even jeep (ravel barely possible. 
Students who could see iheii school from 
their homes had to spend three hours getting 
(here end another three houn gening back.' 

In late September 1996. panchayat 
president P P Balan met with leiidenn of 
ward two where he lives. They had been 
called to meet as pan of Kerala'i decemre- 
Itsation ctmpaigA in wMch the state's new 
Left OeoM^ic Front (LDF) ministry. 
«iccied in April 1996. hnd oqpwisnd what 


it calls the ‘Ninth Plan, People's Plan*. As 
pan of India'sni nth national Five-Year Plan, 
to run from 1997 to 2002, the LDF in Kerala 
increased state development grants to local 
communities from S per cent - the amount 
m the first to eight plans - to 40 per cent. 
Communities were asked to hold meetings, 
air gnevances. plan projects, and take 
developmcffl directly into their own hands. 
We saw elements of the plan in action during 
our visit to Kerala from December 14,1996 
to January 16. 1997, We interviewed 
campaign officials, opposition activists, and 
ordinary people across the political spectrum 
in four major cities and in seven villages 
where we also wtlnesscd meetings, debates, 
accomplishmeiHs and frustrations.’ 

P P Balan told how his grama sabha heard 
speaker after speaker demand ihe public 
works depanment to construct a bridge at 
Therandi to make their lives easier. They had 
asked for many years, but never got a positive 
response. Balan asked whether the residents, 
in (he spirit of the people's campaign, could 
build tlwir own bridge. Surprised by a sudden 
burstof enthusiasm from some farm labourers 
who said a locally-built bridge was possible, 
Balan found himself obligaicd to inform his 
neighbours that no panchayat funds were 
available for the project arid he could not 
say how long it would take for the Ninih 
Plan funds to be released. Having painted 
himselfintoaoorner.hesuddenly announced 
he would contribute Rs 300 personally to 
the project if othen would come forwiud to 
help. Three hundred households put together 
a fund of Rs 6.000 - about S 200 or 76 per 
cent of one per capita income in the region.’ 

The fint meeting to plan the consituciion 
was held in the Kumaran Aum Reading 
Room - one of Giappampadavu's eight 
village libraries, this one named after a poet 
famous in Kerala for hit passionate 
demuKialiom of the caste system,* "The 
ward tnemhen said (hey couM build a bridge 
as wide at a footpath. They could not build 
a sinicture to hold vehid^ Even then, the 
big proMem was totbive in (he piles", recalls 
Balan.* Then farm labourer Kolangarakath 


Kuniaram rote to speak. "I know huw to do 
it." lie told the assembly. With his Iriend 
Pulhiyavecttil Govindan, also a labourer, 
both with only primary school education, 
he described how he hid often watched the 
public works machinery drive piles. He 
thought they could make a home-made pile- 
driver." 

They poled the ferry across the nver. 
dragging a coir rope, marked with a knot 
at each five metres. At each knot they look 
the depth ol the nver in ihc dry season, 
finding 2.S meircs lo be the greaiesi depth. 
Local households donated 32 coconut tree 
trunks, two tor each five-metre stretch of the 
85 metre long rope. Working from boats, 
Kolangarakath hung a 200 kg wood block 
on a pulli-y from a 10 metres high tripod 
oi coconut tree trunks. Volunteers held the 
tree trunks under the block, the block was 
released, and slow ly each pile was pounded 
into the riser bed. Runners, supjrofts, tbc 
bridge floor, and railings were added with 
wood from areca nut, cocorajl and other 
trees donated by households and fashioned 
at a local saw mill. After 23 days of the 
volutuecr labour ol'402 people, the Chappara¬ 
padavu ‘people's bndge' was complete. 
Immediately, 500 to 1.000 people were 
crossingdaily. Bicycles and motorbtkcscan 
be walked across along with pedestrians. 
The bridge is functional for seven momlu 
of (he year, hut is submerged under the 
tnonsoon waters the other five months. 
When we crossed the bndge on January 7, 
1997. accompanied by local musicians 
and hundreds of fiower-bedecked school 
children, the local press came to Chappara¬ 
padavu: wc may have been the first wesiero 
visitors since colonial times. P P Balan and 
other local residents used every interview' 
lo call tor a public works permanent bridge. 
They are siill waning. 

Nivtii Pi.cn. Pturu's Plcn 

Kerala's Jeccniralisaiion programme is 
probably the largest of its kind in the world 
at present. Three million people. 10 per cent 
of the slate's population, look pan in the 
grama sabha.s. that aired complaifMs and 
idenii fied the major problcmi m their villages 
and urban neighbourhoods in Scgneiriber 
and October 1996. Imagine 1.8 milikm New 
York metropoliuii area residents meeting 
for SIS hours, arguing, and eketingprobtem- 
solving working groups to plan strategies 
for overcoming local probtems. Iroagiac 
thousands of them continuing to meet for 
weeks to hammer out local plans for which 
a massive portion offedeni and state (unds 
would be altocaied. Imgiw technically 
trained retired people in (hen- mminuroiiet 
fotmi ng assocMiiom of e speru to helfi make 




the plans technically sound. liii:igincaitlheM 
people doing all ihis work lor nothing more 
than bus fare and lunch According (o 
proponents of Keralu .> programme, people 
"have to be activated lor the new democratic 
project to improve their daily livc.s’’. They 
should "create a new development culture" 
that i.s clathKTMn-. participatory and that 
iriinscends jHiliiical parties often prone to 
sahotugtnp development programmes for 
shon-ierm election goals. Cjovcmmem is to 
become moredvn.iniieand more aecouniabte. 
Slate Planning Board member and Ninth 
Plan activist T M Ttioinas Isaac says of the 
campaign, “we re getting ihe bureaucrats 
out ol ihcir olliccs. gelting them to work 
with the [seople".' 

Kertila' s democratisuiiun is but one variety 
or a larger structural change taking place in 
India. With iliai nation's 73rd and 74ih 
const itutional amendments, adopted in 1992,* 
states were required lo delegate 29 general 
adminisiraiive tiiiietiuns to lower level 
bodies, along with some taxation powers to 
finance them. Ttic precise nature of the 
devolution ot central powers was left to the 
states U) determine, creating a wide range 
of plans, some ol which may be more slate 
or disirici bureaucracy-empowering than 
people-empow'ering.'" Kerala's leftactivisi.s 
decided the amendments were a perfect device 
for trying to create genuine local democracy 
in which ordinary people would secihe main 
empowerment. 

Ni> new layer of bureaucracy is being 
cre.ited to implement the Ninth Plan. Only 
one new group has been set up, tiic 'High 
Level Guidance Council', an advice-giving 
and public relaiioiis body, headed by E M 
S Namboodiripad. the venerable 8K-ycar- 
old leader of the Kerala branch of the 
Communtsi Party - Marxist or CPM, and 
including all living former chief ministers 
of Kerala from all political parties. 
Chapparapadavu panehayai president P P 
Balan isa memberof India'.vCongress Parly; 
his enthusiasm tor the Ninth Plan campaign 
overrides his opposition to the Lett Eront 
ministry led by the CPM. 

MtllMLA 

Midway from Chapparapadavu to Kerala's 
southern border, Mcihaia panehayai lies 
near the Arabian S'ea It lays claim to the 
Cheraman Juma MusjiJ, India's olJe.vi 
mosque sau! to be huiii in 629 AD. Much 
ol the ongmat mosque is preserved inside 
an expanded modern structure. Muslims 
make up 20 percent of Kerala’s population. 
Just two kms distant in neighbouring 
Kodangalhir panehayai is the site where 
.Si Thorrws is .said lo have landed in India 
in 52 AD lo foundChnsnanity's oldest com¬ 
munities. A cathedral, religious study centre, 
and ice-creamparlourhavt: been built artmnd 
a vault in which one can view a relic of 


Thomas’s left thumb bone. Like Muslims, 
Christians are also 20 per cent of Kerala's 
people. 

in contrast to Chapparapadavu's Congress 
Pany majority. Mcihala is a leftist panehayai. 
Pro-Soviet, l^i-Chincse, and various other 
Marxists run die local government. Intraleft 
hostility ha.s always been a problem, 
espcaally in Mel hala's (and Kerala's) activist 
trade unions. Bui in 1987, mutually hostile 
unions from the two major Communist 
parties, the Congress Party, and the Muslim 
League found common ground in a volunteer 
project to build a bus terminal." 

Nandini i.v a middle-aged, low-custc 
widow. She and her 12-ycar-old daughter 
Abbernia were homeless until the Ninth Plan 
campaign reached Mcihala. The campaign 
training manual for the grama sabhas clearly 
stipulates that people should not use the 
assemblies to bnng up personal problems, 
but Nandini's desperation combined with 
her ignorance of (he manual forced her to 
bring on an emotional appeal for a house. 
Ignoring the (raining manual, the assembly 
spontaneously voted lo organise a collection 
which brought in Rs 12,000 and several 
hours of volunteer labour from unionised 
construction workers to build the two women 
a simple, one-room house with a stone floor 
and a tile rtwl. Their new house stands across 
8 temple pond from a Maharajah's palace 
complex which the Ninth Plan organisers 
hope lo turn into a museum. 

Nandini is not the only homeless person 
in Methala. Along the state highway at the 
edge of the panehayai, 16 squatters' huts 
crowd together. Without running water or 
toilet facilities, the huts tine up like boxcars, 
leading to their local name; the 'train colony'. 
Almost all are from the lowest castes. 
Methaia’s development seminar designated 
new housing for the 251 squatter families 
of Ihe panchayat as the number one priority 
of its local development plan. Because the 
Kerala Ninth Plan campaign transfers 40 per 
cent of the stale plan over to the panehayai, 
such a decision is possible. The new housing 
is to be an opanmcni complex next lo'the 
bus suiion. A coaliiionor ail the trade unions 
in Methala has volunteered to provide free 
skilled labour to build the complex. A 
publicly-owned swamp next to the bus slatiun 
will be drained and landscaped to house the 
project. Mint h Plan organi.scn ha VC appealed 
to communities to add 25 per cent to govern¬ 
ment allocations in the form of monetary 
coMribuiions or volunteer labour. Across 
Kerala hundreds of thousands of people built 
clinics, repaired roads, dredged canals, and 
palmed schools on November 1, 1996, the 
40ih anniversary of Kerala stale, declared as 
‘rehabilitationday' by the LDFgovemmem. 
Methala activists bo^ to coalimie the one- 
shuevennofflakehometcssiteuandsqiiMer 
communiiies a thing of (he past. Other local 


actions include cleaning several mosquilo- 
infcsied canals in low-caste fishing 
communities and developing co-operative 
vegetable gardens arxl marketing instituiions 
to counteract the high price of vegetables 
imported from other pans of India.’’ 

Low-Tech, Hioh-Tech and Community 
Ideali.sm 

Meihala's version of the campaign illus¬ 
trates awiderangcuf approaches lo de velup- 
mem. Along with the housing programme 
is a campaign to raise a 'love fund', to 
llnance medical cure and other emergency 
needs of the poorest residents. Another plan 
is for u quortcriy umi-corruption magazine 
in which all project expenditures will be 
explained lo citizens. Some young computer 
specialists have formed a worker-owned 
soltwarc company that designed, 'Phorm- 
nssisi', a programme m Malayalam, for 
liDspiials to use in monitoring dispensing of 
medicines. A larger all-Kerala project now 
underway plans to install a computer and 
television-capable monitor in every 
panehayai to make possible both local 
database management and local satellite 
reception of education programmes in 
Science, Maths, and English. Email cap- 
abilitie.s would allow village offices to com- 
munieaie their problems and demands 
instantly incentral stale ofTiccs-and receive 
broadcast messages from them. CD-ROMs 
would help village teachers prepare discus¬ 
sion questions around state-based educational 
programmes. A several panchayats pilot 
project IS already starting, based m pan. 
Ninth Plan fashion, on volunteers. Kerals 
may become the first slate in India wiih 
complete village electronic 'connectivity''' 

Ni.vth Plan Unhx.ds 
Fi VC stages make up Kerala's Ninth Plan " 
Stage I: Ward assetnblies 

The grama sabhas look place in September 
and October 1996 in alt 14,147 wards of the 
panchayai.v and urban neighbourhoods m 
Kerala. As we noted earlier, about three 
million people attended these asiemblicH 
Processions, and street theatre created a 
festive Bimosphere. but a serious note was 
added when campaign oigaiusers delivcn'il 
written invitations to each household in tlicir 
ward, asking ibeir participation. Some 
panchayats developed innovative methods 
of motnlisalHin. such os adevelopmetil qu)'' 
in the schools, or a coconut oil lamp 
procession the night before the meetings ' 
From SU to several hundred persons 
attended in each ward. After tome intro¬ 
ductory speeches, people were encoungs'si 

totpeafc up about the pnibiemtinihefr ward 

Me^iiigs began at noon and lasted in mmy 

panchaytttsweiUntotheevening-FMticipants 

broke down into 12 topic group*, assigned 



10 12 areas of local development as required 
by the stale organisers: (I) agriculture and 
irrigalmn. (2) nsherics and animat husban¬ 
dry, (3) education, (4) transport, energy, 
and markets, (S) industry, 16) housing and 
social welfare, (7) public healihand drinking 
water. (8) culture. (9) women's welfare, 
(10) cu-upcrativcs, 1111 welfareof .scheduled 
casies/schedulcd tribes, and (12) resource 
mobilisation. 

Activists we spoke to in December 1996 
recalled ihedifricullics of the grama sabhos; 
people wereeager lo complain .'ihout the lack 
ot roads, medical lacililies, hou.siiigquality, 
imgaiam and the like, but most wanted to 
Join only the groups on industry or on 
iranspon, energy, and markets. P P Baiun 
recalls this difficulty in Chapparapadavu; 
"At llrsi everyone thought development 
means roads and industry. We had to push 
people to get them interested in the other 
groups, hut once they started talking together, 
they found they liad many eomplaiiil.s and 
lots ot ideas in all the areas."'" In what 
orgaiw.sers call ‘.semi- struciurcd' di.scussion.s, 
each topic group listed ureas ol cuneem and 
suggested one iniinediate project that could 
be earned out with voluntary l.tbour. 

Each topic group elected two repa'senia- 
(ivfs fnr-thc next stage, the development 
seminars. But first all the group members 
engagedinuninicnnediatcx'tivity: to collect 
data from village and disinci offices, inter¬ 
view clilurly residents about local history, 
and put together a prinied btmk with all their 
inlormalion and ide.is. 

Each of Keiala's 9^11 panchayuls and S4 
inunicipalilius has pioduccd a development 
report. Tltc reports runliom ,35 to 200 pages. 
Many are illustrated by community artists 
and some contain detailed histories of their 
village. Each has a chapter on each of the 
12 task lorce topics listed above. Reports 
Were pnmed in 500 lo 1,000 copies and 
hound with olicn colourful covers Printing 
V.IISIS weie subsidised by private donations, 
local ci>-opcrative banks, and private busi¬ 
nesses, Minn; of whieh put ads in the back 
pages. .Sonte panchayuls sold the reports 
while others gave them Iree to interested 
persons Panchayat development reports have 
become a great source ol pride in many 
Kerala villages. The local drafting of a local 
report ~ even with some tables that don't add 
ui 100 per cem and other errors - has given 
people a sense ol confidence that they really 
can plan their own projects. At Calicut City 
Hall on January 9. l997,wcaitcndod a public 
exhihiiioiuwhere about 350 of the reporu 
were atiracling agreal deal of public interest, 
rhe devciupmeni reports were also intended 
lor the next stage ol the people's plan. 

2: Devehpmrm smiiutrs 

The 250-.300 pet^ elected lo the topic 
groups reconvened In December 1996 to 


discuss their development report. Develop¬ 
ment seminars took place in movie theatres, 
schools, co-operative society halls. Hindu 
marriage halls, private or public, donated or 
rented. Participants received no pay, but got 
lea. snack.s, arid the typical Kerahi lunch of 
twice-boiled rice, one or two lentil curries, 
steamed cas.sava, banaiM chips, hot lime or 
mongo pickle, yogurt, fried fish, and fish 
curry (vegetarians .skipped the fish), all served 
on Ihe traditional Kerala banana leaf that 
makes an ecologically ideal serving device. 
After lunch, the working meetings produced 
a conscn.sus on the lists of problems and 
project ideas to he earned forward to Ihe 3rd 
siagc.Theseminarsalso organised thceiccied 
activist.! into lavk forces to carry out the 3rd 
stage. 

Sr«gf 3: The laxk forces 

Each of the 12 subject areas got a task 
force to distil the various project concepts 
imospccificproposals.givmgiheappropriaic 
technical, cost-benefit, and time-frame 
considerations, a.s well as an assessment ot 
Ihe re.stiiirtx-s ofthc local community loearry 
out each project, emphasi sing (he possibi lit ics 
lur local contributions. 

Stage 4: The panchayat plans 

In March-April 1997, the existing elected 
panchayat boards selected the projects cu 
implement. The selection process required 
devciopi ng a coasensus about which projects 
should have priority over which others. As 
could be expected, the task forees had come 
up with many more plans than could be 
funded. "Economic planning isabout setting 
pnoriiies", explained state planning board 
member and campaign activist T M TTiomas 
Isaac. Out of 1.50.000project proposals, less 
than half would become fin^is^. 

Stage 5: Integration of local plans 

into a wider, district level plan 

In April, (he panchayat plans were for¬ 
warded loblock and district level assemblies 
lor funherdiscussion and consolidation into 
larger plans India has neighbourhoods 
grouped into administrative units called 
‘blocks', in which cctiam national develop¬ 
ment activities take place. Organisers of 
Kerala's Ninth Plan felt these blocks had to 
he part of the process, although they often 
cut acitM panchayat boundarics.creating an 
administrative maxe. At the district level, the 
blocks and panchayats finally corteapond. 
Kerala's 14 districts have put together plans 
that consolidate the pan^yat and block 
levels. These 14 plans arc to be cuntolidaicd 
into an overall state plan to which ceriain 
state-level projects will be added. The final 
stage for the first year is set to occur in May 
1998 in the capital city of Thtnivananiha- 
puram at a statewide congress in which each 
panchayat will send driegaics from iu task 


lorces. Even as the congress ta) es place, the 
.second year of the N imh Ft ve-Yc.ir Plan will 
be in preparation in the localities 

KAMMaA-MEi:NVAU.AM 

Kerala was once an electricity surplus 
state, but the failure to construct any new 
generating sources since 1976 has led to 
major industrial losses and consumer 
int imvcnicnce. By 1990. nearly half ol alt 
duniesiic con.sumcrs received less than 150 
volts of the 220 volts needed to runelectncal 
appliances.'^ Dependence on big-dam 
hydroelectric pow'er insiallaikins has meant 
dependence on (he whims of the Indian 
monsoon. Not enough water in (he reservoirs 
means not enough voltage lo the power lines. 
Whenihe l'^>7majormonsooncaineaweek 
late on June 9, the stale governmem was 
forced lo cut [rower lo industries resulting 
in thousands of lay-offs. Even factories 
producing oxygen for hospitals had to shut 
down The freezer-dependent seafood 
indusiry was hard hit.'* Households across 
(he stale had to endure half-hour pqwer cuts 
each night called 'load-shedding'. Although 
we found it convivial to sit by candldighi 
tor 30 minutes w-tih our Kerala friends, 
parents of children w'ho needed to study fell 
otherwise about load-shedding. Even when 
(he povver is on. rural consumers sit by light 
bulbs as dim as birthday cake candles and 
people who want adequate voltage (when it 
IS on) have to ins'est much of their inciame 
in voltage siahihsers. Electrical power is 
usually thought of as part of largc-scate 
infiustructure Can local communities create 
eicctnciiy on a scale worth (he investment? 

Kanmba panchayat is situated in ftiakkad 
district nearihe Imegtated Rural Technology 
Centre (IRTC) of the Kctal a I^sopic's Scienoe 
Movement (KSSPi.'"Wnh65.()O0 members, 
(he KSSP is one of the largest voiuntary 
organisations in Kerala. Starting out in 1957 
as an organisation of science wnlers, KSSP 
developed into amass organisatixmthat wotfcs 
to popularise sciemific thinking. In recent 
years it has become Kerala's most significant 
environmental organisoiion. KSSP built the 
campus of IRTC entirely with private 
donations: the centre now functions mainly 
to create and populanse paitKipatory, smril- 
scalc developmem projects 

At Karimha. villagers joined with KSSP 
and several other organisations to cteaie the 
Mccnvallam (fishing boat) Small-Scale 
Hydroelertnc Project. Utilising the energy 
of a waterfall in the steep western ghat high 
rMgesnearPalakkad.ihepnyeciisgen(niin 
local jobs and will connect the small-scale 
output Mauon to the local gnd. Kanmba 
villagers will gel some pnonty in use ot the 
local currem. and the experience gamed may 
beiransrenMeioiheSOorsoiaherpcnnaneiii 
wiicirfiiJIsinihcghairangrs llmoughsimilta 
plants can be ennsnuct^, dan up routs will 


Uccline lo as pans can be tnu-ss-pnxluced. 
The Korimba-Meenvallam projeci draws 
inspiration and direct techmcul advice from 
China, which has huili nearly 90.000 such 
stations since 19.*)(). accounting today for 6 
percent of that countn's cleciricai supply.” 
The Kariniba-Meenvallam project is ^aled 
for completion in ilinx* years.-' 

Thainisk,. Krv to Simti-ssfui. Democratic 
Pi a.nni.no 

Drawing ordinary people into development 
planning i equires mure than autopian vision 
ol a betiei world. Kerala's State Planning 
Bound activists realised that people would 
need to know' how lo organise and run a 
meeting, how to diult a report, how to do 
at least simple cosi-henetlt analysis, how to 
prepare a budget, how to set up safeguards 
against corruption - all sorts of technical 
skills. To generate these skills, campaign 
organisers used two major techniques; 
training .seiiiinurs and recruitment ofeducated 
retirees as capen resource persons. 

Each oi the five stages of the campaign 
was preceded by extensive training at ail 
levels. The training sessions themselves 
became part of the publicity for the campaign. 
Before launching the grama sabhas. 
organisers trained .173 s(ate<lcvel trainers for 
seven days These irainccs taughi 10,497 
dislnil level resource persons who conducted 
one-day work.shops for over 1,00,000 local 
aciivisis.Traineesalallievelsreccived travel 
costs, snacks, and meals, but no salanes. We 
witnessed the 3-day training of local 
volunteers tor the 4th stage which took place 
at Calicut on January 10-12.1997 The4.500 
volunteers came from panchayats all over 
northern Kerala. They attended speeches, 
workshops, and 'project clinics’ from 10 am 
to midnight in the several buildings of a local 
high sctuKil burrowed for the weekend by 
the campaign. Despite planners' goal of at 
least a .^0 per cent temale presence, only IS 
percent of the participants were women. As 
the campaign progressed, women were 
dropping out of leadership positions, 
ptobaWy because household and child care 
Lhnrc.s then spouses were not picking up. 
Even the 15 per cent participation, however, 
marks an increase over rates in most unions 
and other mass organisations Of the 29 4th 
stage trainers inCalicut.9(.31 percenijwerc 
women 

A notable feature of the 4(h stage training 
was the convening of ‘prujeci clinics'. A few 
panchayats with especially inicresting or 
advanced projects presented repeating 
seminars giving detailed descriptions of 
their work In one classriKim we heard 
Chappnrapadavu's bndge team explain 
with charts and drawings to 60 activists at 
a lime how they did it. Nearby were ses¬ 
sions on Thrikkunnappuzha panchayat's 
ru-jniiiu-ss Prucnmme'.Thanaiur's 


'People's Health Programme’, Thykkat- 
tusseri’s TissueCultuFe' (lal>based orchids 
andofherptams). Kunnothuparambu’s Water 
Conservation Society, and Madikkai' s crea¬ 
tion of an educational complex of primaiy 
through high school, along with a ‘study 
festival’ to encourage the idea that learning 
is fun. Pelicode panchayat representatives 
explained thcirprojcct to install iOO per cent 
water-sealed latrines. Peringomvay kkara and 
Pappinisscri Panchayats each described 
animal husbandry projects that included 
artificial insemination facilities and rabies 
inoculation. Many projects involved KSSP 
activists. Nearly all the projects included 
data collection surveys and the survey forms 
were shared among the participants. Trainees 
were thus exposed to a variety of possible 
development activities along with concrete 
tools (o carry them out; instead of learning 
from govern mentortlcialsframhigherlevcls, 
they were learning from 'experts’ otherwise 
like themselves. At the clinics, women were 
six of 69 presenters.” 

One- or 5-day training sessions for ordi¬ 
nary people have limits. Planners arc aware 
that certain projects require expert know¬ 
ledge. India has a mandatory retirement age 
of S3 for those in public service. Since 
Kerala's life expectancy is 70. most Kerala 
communities have a supply of experts with 
free time to give lo local development. A 
special effort is being made to auraci such 
experts into a ‘Votuniaiy Technical Corps' 
(VTC). Using the slogan 'Ufe Begins at 55', 
the State Planning Board began recruiting 
retirees to help evaluate and improve the 
quality of local project documents in March. 
Theiniiial call brought fonh4,000 volunteers. 
State-level conventions were organised for 
retired bank officers and college teachers 
who were considered valuable resource 
persons to help with project evaluation and 
write-ups. Contacts were also made with 
professional associations of doctors, 
engineers, and accountants.^’ Willy-nilly, 
these experts were engaging in furth« 
education of the task force members by 
maki ng suggestions on the prt^i proptdais. 

Panjal 

Most Kerala panchayats are not like 
Chapparapadavu, Karimba, or the other 
exemplary project sites. How has the 
campaign affected more ordinary places? 
Panjal panchayat lies in the midands of 
central Kerala along the Bharatapuzha.”The 
Ninth Plan campaign has unfolded then 
without any spectacular bridges or other 
projects. The grama sabhas wen held on 
time, and the pankipaiion rate wu avenge. 
Some activists complain that not enough 
young people am bccominf involved. The 
development report runs to 100 phfcs - 
about medium lei^ii. The moM unuHial 
aspea of the repon it iu title, "A New 


Adiratram”. Paqjal was the home ofa famoi 
Vedk priesi, ltd Ravi Nambudiri, who, un 
his de^ a few yean ago. was one of d 
Iasi men in India able to chaiM the complc 
‘Sama Veda', one of the four andent lex 
of Hinduism. In 1975, lui Ravi and oth 
Nambudiri priesu conducted an'adiratram 
a ran and involved Vedic ritual lasting P 
several days that was filmed by Frits Su 
of the University of California at Berkeie 
The university's audio-visual departme 
markets a 30-minute video of the event ■ 
The oldest nligious ritual in (he world". 

Panjal activists saw people's participatic 
and the Ninth Plan as the new beginning t 
. an old tradition. The symbolism of ‘a ne 
adiratram' is ambiguous, however, sin. 
much of an adiratram is repetitive and muc 
of the people’s participation is inthc natui 
of bystanding. One leftist critic charged th 
the grama sabhas and development semim 
in Panjal involved too many speeches ar. 
too much audience listening. "You wet 
doing all the talking and we wen onl 
listening. I felt very agitated by this", he lol 
his ward pcprescntative during a heale 
discussion on the verandah next to wber 
pan of the 1975 adiratram had taken place. 
Other critics said that key elders had not bee 
approached for their valuable organisin 
experience and that the campaign was i 
dangcrof becoming just anoth^govemmer 
programme - the very thing it should b 
averiding. 

The Panjal development report, howevei 
indicates a iot of serious thinking about loct 
problems. Specific plans are laid for repai 
of several canals and ponds needed to maki 
the irrigation system work more efTidcntl; 
Problems of coconut and rubber cultivatio 
are spelled out. A list of needed repairs am 
improvements on the village high schuo 
reficcts input from the tcachcn and staff 
The details of water lines linking up the mos 
needy aicas of the village are given. Sixty 
five specific road repairs arc listed, will 
exact locations and exact improvemems 
widening, enlarging the curve, nsducing tlx 
steepness to prevent accidents. Othei 
propwals call for rerouting electric lincf 
away from the rice fields to make It safei 
•for tractors to enter the fields - which ihc 
widened pathways would make possible A 
survey revealed that 70 per ceiu of houses 
do not have water-sealed toilets. Suggestions 

for insiallationofhigh-eflkiency cook stoves 

and solar-powered street lighu (available m 
India for a few years) indicale a high level 
of knowledge among panchayat activisis 
and the succcu of the ilalewide ininini! 
programme s . 

Because of Pirijal’s culnirel and historical 

sifnificance. local aclivisis have also 

prapoied the coosmictioa of a muieum will) 

adiratram and other artefaett to 

louriilA”ActoutndhMielif|iottspilfriniai!r> 



are a nu^ior componeitt of the tourilt induitiy 
- a viait to Panjal with iu 300>year-old 
temple and a museum to the great local 
singers of the Sama Veda might well be 
popular. 

Why This Campaign? 

Why is democratic decentralisation tailing 
place in Kerala? One reason is the achieve¬ 
ments of the progressive movements that 
have held sway in the state for most of the 
past SO years. Several elected Communist 
Party and Left Front governments have 
carried out the demandsof large-scale popular 
movements leading to high matenal quality 
of life indicators that some development 
experts refer to collectively as 'The Kerala 
Model'. With an ofTicial per capita income 
of $ 181) in I9V3 (all-India was S 300). 
Kerala had an adult literacy rale of VI per 
cent (versus an all-India rate of 48 per cent), 
life expectancy of 69 for men and 73 for 
women (all-India average of 611, an infant 
mortality of 13 per 1,000 (better than 
Washington DC: and versus the all-India 
rate of 80) and a birth rate of 17 lall-lndia 
29).-* Virtually ail additional staiiMicai 
I ndi cators such a.s vacci nation rates. maternal 
mortality, child labour, nutritional statu.s. 
jcce.ss to medical cure, and availability of 
toads, schools, and other puhlic facilities, 
show Kerala with u substantial lead over the 
rest of India and all similar-income third 
world eounines. The siaiisiical indicators of 
the Kerala Model are the outcome ot decades 
(It careful urgunising by tell wing uciivists. 
enormous sacrilices and dedication by 
ordinary people, and the rise of an umi.tually 
talented and thoughtful group ol cadre in the 
unions, peasant associations, women's 
groups, and let) parties. The state's ecology 
and general historical background may also 
have played a role.*’* Kerala's people are 
ixiucaied, motivated, and aware of their righi.s 
and talents. They have pariicipaieO in 
siniHiuus struggles: they are optimistic and 
thus potentially mohilisabic in a popular 
campaign. Rut they .ire also worried. 

The positive energy and creativity 
spreading across Kerala'scummuniticscould 
blind the outside uhserver to tome harsh 
realities. Despite its many achievements, the 
Kerala Model is in trouble. Lugging industrial 
growth has combined' with stagnant 
agricultural Output to produce low incomes 
and high unemploymeni. Low economic 
growth has resulted in a series of fiscal crises 
lor the state guvemmeni forcing U to reduce 
public spending lalomsoftheniosicherubed 
areas of the Kerala model: education, school 
lunches, subsidised food prices for the poor, 
■^cess 10 medical cm. And pertaps 15 per 
cent of the ataie'a people havf been (eft out 
*>i ihc morM. On top of eH iheie probieim, 
Kerala facet a mnjor anWronnientai ctriilt 
Irum severe deforestation inihe westemghai 


mountains, leading to soil erosion there and 
water logging in lowland areas. Polluted 
rivers and foreign hi-tech offshore fishing 
operations are reducing the fish catch. And, 
like every place on earth at present, Kerala 
faces the menace of the New World Order 
with its third world avatar: structural 
adjustment. 

KhRALA IN Current National and 
International Context 

The New World Order threatens what 
Kerala intellectual M A Oommen has called 
‘euthanasia for the Kerala rooder.*" The 
one-power world remaining in the wake of 
ihecollapseoftheSoviet Union has hit India 
particularly hard. As a state friendly to the 
Soviet Union, India built its economy partly 
on .Soviet industnal and scientific aid and 
on public sector investment. In (he 1990s, 
World Bonk and IMF structural adjustment 
policies have come to New Delhi with their 
typical emphasis on privatisation, lowering 
of wages and benefits, abolition of 
prmectionist loriflsdhat are essential lomany 
Indian industries ai least in the short run), 
and general emphasis on produaion of wealth 
without regard tons distribution." Kerala's 
left wing activists recognise IhiU incvilably 
they »ill have to make .some compromises 
with structural adjustment, but they cannot 
accept its overall lemis - their right wing 
political opponents do that already. 
Furihcrmure, they apparently have no 
intention of handing over most of the 
economy to the largest pnvaie capitalists 
whose profii-making desires are inconsistent 
with the needs of most of the state's people, 
liven now they are struggling with private 
hankers who are moving capital out of the 
stale rather than invest in Kerab’s future, 
the bottom line is that profits and local 
dcvelopmem do not automatically mesh.'- 
What about national and state-level 
planning? Since independence in 1947, India 
has engaged in vaguely Soviet-style Five- 
Year Plans and Indian uates have followed 
sun. Even before the collapse of European 
Micialism. however, many Kerala Ictiisis 
realised ihai overemphasis on centralised 
planning entailed inheicnl weaknesses. As 
identified in one Ninth Plan document, 
centralised planning;" 

- DegetKraiedintoun-coordinaled,ntu(ual- 
ly exclusive schemes by various govem- 
metU depanmenis...ihBi did not provide 
optimal utilisation of resources... 

- Was bureaucratic and gave people no uy 
in iu formulaiioQ or execuiioit.- 

- Led to overiapplag programmes, dupli- 
cation and waste of leiourees. and laxnea 
in nionitoriiig. 

Kerala's Ninth Plan cmphasiMi co- 
onHniied village-level ptau with individual 
fovenunent depatmenu ptayingaubsidiary 
rolei. Buicaucnu are to become assistants 


of the people's plan rather than order-giving 
officials. Laxness in monitoring is lo be 
replaced by 'transparency', meaning (hat all 
the accounts arc visible to everyone who 
wants to see them. Transparency makes it 
possible to use local community pressure to 
reduce corruption. 

Other reasons for local planning: Kerala's 
complex geographical and social diversity 
means that officials in the capital city might 
not know what is best for particular 
panchayais. And Kerala's rich history of 
mass movements and its high level of 
education mean that local participation could 
overcome the bane of much imernattonal 
participaiion-onenied developmcm where 
democratic structures on paper juu become 
new mectunisms for elite dominance and 
exploitation of (he poor. 

Decentralised planning does not mean 
complete abrogation of higher level reipon- 
sibililies. Wc sec in the exiemive training 
programmes that state planning board de- 
cemralisers have pretty clear ideas about 
how they want decentralisation m proceed. 
But the ultimate goal is a substantial rdaxa- 
lion of central control and substantial com¬ 
munity empowermem. Ninth Plan theorists 
T M 'ntumas Isaac and K N Hanlal desenbe 
the campaign us leading to 
a system of multi-level planning, where the 
lowest unit is allow ed u> plan and implement 
everything that can K performed must 
cffeciively ai ibai level and only the residual 
IS left to the higher levels.** 
Fine-sounding words, a fine alicnuiivc lo 
Dver-burcaucraiic. over-centralised, big- 
govern mem planning of the past - but grama 
sabhas. development seminars. over-S5 
volunteers, mini power statkms.andpeople's 
bndges - con they really compete with an 
unchecked, aggressive new world order of 
capualisi bankers and industrialists whose 
financial and political powers seem 
unlimited? 

K AiLiASSEai 

Ravan worked for years in a soap faaory 
in Emakulam. Now retired, be works on. 
sharing hts technical knowlodge with the 10 
women worker-owners of the TUshara Soap 
Co-operative. Tushara means 'dew', and 
plenty of it is on the ground in the eariy 
morning when the women start their soop- 
making on (he stage oi the outdoor 
community theatre lent lotbcm by Kallusscn 
panchayai free of cost. Some days they make 
soap; other days they go through the 
community house-to-house to sell their 
product. "Our product it not that bad. and 
neither is the sympathy from our neighbour 
who often buy ir. said one of the women, 
who loohed exhausted when wc arrived at 
their wortishop at 3 pm. Stirring chemicals 
in vats, carrying drums of maicriais. 
packaging soap flakes, and sciling doormt- 
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door mtfce up a hafd 6^iay work week, but 
at least in Kalliaaieri a fair amount of 
inexpensive day care is available: costs tun 
fromnolhingtoRs I Sperday.Thepanchayat, 
a leftist stronghold for deodes, has some 
of the most extensive social lervicesin Kerala, 
including a health centre with 12 beds and 
2 doctors, 36 reading rooms and libraries, 
and several child care centres, nurseries, and 
schools. 

Kalliasseri is the inspiration for much of 
Kerala’s decentralised planning effort. 
Starting in the early 1990s. activists there 
created a voluntary organisation to promote 
local development. Muchofthe energy came 
fromT Gangadharan, a seco nd grade teacher, 
KSSPactivlst,CPM member, and panchayat 
ward delegate, who helped organise the 
Kalliasseri Development Society. "TG," as 
he is now known throughout Kerala, tapped 
into Kalliasseri's strong tradition of voiun- 
teerism, mutual aid, and mass organising to 
produce several achievements that now 
inspire part of (he Ninth Plan campaign. 
Kalliasseri development volunteers tniill an 
82$ metre long canal in one day, draining 
a previously waterlogged area of rice fields. 
They mapped the resources of ihcir village, 
reorganised their schools, installed high- 
cfllciency cook stoves and solar street lights, 
set up a shnmp farm in a swamp area, and 
created diy'Sea.son vegetable co-operatives 
that gener^ employmeni and brought down 
(he^cosi of food.'’They an: .siill fighting the 
Southern Indian Railways for a road crossing 
to improve traffic flow near the village centre. 

Despite Kalliasseri's many successes, TG 
thinks they have not made meaningful 
progress with women's employment. “We 
[men] have to stand with them at first”, to 
bring them out of the home and into the 
workplace, he toldus.'* Women's work parti¬ 
cipation rate in Kerala is one of the lowest 
in India, but 20 per cent of panchayat board 
members are women, probably a high figure 
tor the country.'’ K^llasseri't panchayat 
piesident since 199$ is Jaruricy Teacher (titles 
are commonly port of Kerala names), a 
woman act! vist and leader whose dynamism 
and dedication has furthered the experiment 
begun in 1992. Three other women sit on 
ilK I l-member panchayat board. Tushara 
$i>ap Co-operative comMnet male activism 
with women’s eneiiy and skills, ianaky 
Teacher andthe men pugbed for agrant from 
an Indian natiqnal programme called 
"Devdopmern of Women and Children in 
Rural Alims (DWCRA)’. DWCRA provides 
low-intenst loam forco-operttives of 10 or 
more women. Subsidies an available for 
technical training. Amounts vary by the 
pnrieet The Ibihan Soap CoKiperative got 
enough to start op, but ttirjQing Is rough 
and in Jamiiry, the women wen earning a 
ul«y of only Rs 15 a day. one-r«iith of 
the wagas of an agricultiinl labounraod just 


enough to cover day care above the imnery 
level. But they get work all year~ agricultural 
labourers get work only 100 days or less - 
and when their set-up loan and their 
investments in some machinery are paid off, 
they will be able to increase what they pay 
themselves.’* 

At Samatha printers, h similar story can 
be told. We washed them printing bus timers. 
The 'electric' press must be hand fed one 
sheet at a time and the wages are only Rs 10 
per day, but again it is permaneni work, it 
is their company, and when their loans arc 
repaid they can raise their wages. Six of the 
originai women founders married and left 
the workshop, but their investment still brings 
a small return on the shares. A more estab¬ 
lished nearby printing co-operative provided 
their training; they say they have no shortage 
of orders. 

At the fart best northern edge of Kalliasseri 
10 women bake spicy dipped peanuts, spiral 
cookies, and sugar dipp^ whnt flour chips. 
Their high-efficiency ‘oven’ was developed 
by KSSP; more like a wok than an oven pan, 
they fry as much as they bake. Like Tushara 
Soap, they go house-to-house with their 
DWCR A-financed snacks. They average Rs 
2.$ per day from the bakery. 

But these 10 women also run a co-operative 
jasmine, coconut, and pepper farm from 
which they generate additional income. 
Theirs is the original women’s co-operative, 
founded in Kalliasseri in 1992. They would 
like to upgrade the farm, but (he land is 
owned by the slate department of industries 
which could develop or sell the land at any 
time, destroying their bard-won fields. 
Rumours have it that the new branch of 
Kerala University will build dormitories or 
a library here. Whether the Ninth Plan cam¬ 
paign can protect them remains to he seen. 

Several other co-operatives exist in 
Kalliasseri. Among the most important are 
handloom centtes which expon exiiuisite 
drapenes to Germany; the women fashion 
them at foul-pumped sewing machines for 
Rs 30 a day. As tlietr skills inoeasc. wages 
rise and benefits develop. Because the 
businessea ale worker-own^, only worfcen 
reap the henefits. 

„ Worker-owned and managed co-opetatives 
.aroihe most democrMic form of production 
and delivery of goods and services." If the 
Ninth Plan if ibouidemocratic development. 
Kalliasieri't ers-opermive network suggests 
a long-term diicciion. In a recent develop¬ 
ment, some of Kalliaueri's co-operatives 
have begun to fell each others' products. 
They already sell toeachoUier. Canavillage- 
baa^ (Ktwork of worker-owned co¬ 
operatives be built up in Kalliasacri? 
Could it happen in other Kenla village*? 
Could ecoMmues built on woiker-owned 
buslnetiet and tleiiiocraiic planning of 
infrattntclim and piAiUc lervlcet becumr 


an alternative to today's exploitative, non- 
egalitarian. btueaucratic. elite-dominated 
‘New World Order?’ Kerala's pl.iniiers do 
noi dare think so far ahead, bur wc who 
observe theirthought-provokir^ courageous 
cfTorts from afar should watch for what they 
can teach us. 

Notes 

1 Statistical and hisiotica] data on Oiappara- 
podavu come from (he Chapparapwlavu 
Panchayat Development Report, i'996, 
espcx'ially pages 10, 12. 13-16, and 61-62 
Thanks to C K Thanipy of Thinivaiiaiilha- 
puram rortheEnglirfammslationoftlieieport. 

2 Our research itinerary included (be capiial 
ciiy of Thiruvanandupiirain and the ctnes of 
Thnssur. Kozhikode and Kannur. We 
cuflducfed observadon and imerview research 
in the village panchayors of Patlichol, 
Ualaramapuratn. Methala, Kodungallur. 
Panjol. Chapparapodavu. and Kalliaten. Our 
research tnp to New Delhi on December 9- 
13.1U96 and Kerala from December 14,1996 
to January 17.1997 was 80 per ccitt filiMiced 
by ihe Montclair State University Gtofaai 
Education Cenlie. 

3 One Indian rupee was worth about $30 in 
1996 The Kannur district per capita income 
m l99$-96-thelatcstyearforwliicharigufc 
IS available - was Rs 7.940 at cuneM prices. 
The figure is from GOK 1997 IS. 

4 George (I972| See Franke (1996 8.3-84) for 
quotes from Asan on the evils oi die caste 
system and from his teacher, Sn NarayiM 
Guru, anoiher of Kerala's famous caste 
reformers 

.$ ImervcwviiihpanchayalpresideniPPBdaw, 
December 9. 19%. New Delhi. 

6 Kumaram and Covindan’t system and die 
description of ihc consmiciioa are taken from 
on account of the Chapparipadavu bridge 
prepared for the fourth suge mining-CalicuL 
etc. as translaiedby C K Thairgiy andimerview 
notes from nur visil lo Chappatipadavu cm 
January 7. 1997 

7 Kerala Slate Planning Board I997a:3 

8 Iniervrets with T M Thomas Isaac. 
December 9. 1996. New Delhi. 

9 George (1997:8.1) 

10 Oommen (199$) 

11 Shap (1996 4). 

12 {Riservations and imcrview notes from our 
VISIT to Merhabi, January 4 and $, 1997 

11 "C-DIT (Centre for the Development of 
Imaging'rechnolagy]Hr|edlOKlupieto«foc 
infonna(iaasyiemi*',and‘‘lnfonM(icssysiem 
(o st reng th en people's piamung''. The Indtan 
Exfrtss, July 23,1997. Kcralabenefiu in this 
endeavour by having atobararuat amooiu of 
fibre optic cable airndy in ptoce and modern 
telophm hook-ups in every village One- 
dwdoflndiaii villages generally have ai least 
one direct-dial phm 

14 For ovemewi the plan in its five stages, 
sec Kridmakumar (1996). ‘The Campaign 
Sc h eihd e '. fwnittne. Angnst 2.3. 1 996. p ifis, 
and TlwiMt Isaac and HarilaL (I997t. 

15 Thomas Isaac sod Hanlal < 1997 $5) 

16 latcrvicw with P P Balan. prcsideni of 
CIlippnrapadavu panchayat December 9. 
1996 in New Udln. 

17 Pinmeswma,MP(l990V Kenta'sPower 
hedkament' Issues and SohHiom'. El iNsrunn 
WPofitfraf H’edt/r. 2$<.37| 20*9 and 2090 

II Ktisimaktiinn- (1997 411. 



19 For an oveiview of the Mmod' of the KSSP. 
tee ThofMa Iiaac, T M, Richard W Pranke, 
and M F Panmeswanui ilW). 

20 Kriihaikimiar (1997:42) 

21 SpecificsontheKoriniba-Mecnvilbunproject 
htm Kerala Stole Planning Board 1997. 

22 OhaervattonsatihcwuionaiMlimerviewwith 
Siikumar ChottopacSiyay. January 10, 1997. 

23 Kerala Stale Planning Board (1997b:67). 

24 Panjol IS the site of our iiiaior research into 
Kerala’s earlier radical refumis and their 
impact on the level of village inequality. Sec 
Franke ( 1996) 

25 The video is titled 'Altar of Fire', 1977. A 
197.S peifarmance of an ancient Hindu Vedic 
ritual Robert Gardner and Frits Stoal, 
University of California Extension Media 
Centre, Berkeley, 4S minutes. 

26 Interviews in Panjal, December 29 and 30, 
1996. 

27 Panjal Development Report and interviews 
with poncfaayai activists on December 29 and 
30, 1996. 

28 For a summary of the details and c|aatirica' 
tiotB coDceming these statistics, sec Pranke 
aiidChasin 1994.ii-vii and 11-14; and Fiailke 
and Chasin 1996:3. Washington DC’s infom 
mortality rate for 1993 was 17.4. and the 
national US rate for African Ameti cans that 
year was 20.6. See US Oepomnent of Com¬ 
merce. Economics and Statistict Admini¬ 
stration, Bureau of the Census. Smiittical 
Ahnra:iafiJuUiiiledSiates,l996,‘JMe 127, 
p 93. 

29 A brief htstoty of Kerala’s achieveinettts and 
the possible reasons for them appears in nanke 
andChasin 1994. Jeffrey (1993) gives a mote 
detailed accoum with a different explanation. 

30 Oommen (1994:13) 

31 World Bonk pronouncements often diffiM' 
ftom the elective policies die Bank promotes. 
In its most recent India report, for example, 
aBank spokesperson calls for mote investment 
in hcaitb and education, ironicnlly pnusing 
Kerala (or its prtigiets - exactly the opposite 
01 the eftecu of structural adjustment pro- 
grammes in Africa and Latin America. See 
The Hindu, August 26, 1997 for coverage of 
the World Bonk repon on India and Franke 
and Chasin (1996) for examples of structural 
adj ust m en t'sconsequcnces inotheroountries. 

32 Sw The Indian Equw, July 24, 1997. for 
example, for a sto^ on banken’ resistance 
togov cm men t aoeiiipts to get them to provide 
more cietlit to Kenla-devclopmeni projects. 
An ongoing dispute centres around the 
appotent use by banks of Kerala savings 
dejxisits 10 fund loans in other parts of India 
where the returns are higher for the banks 

33 Kerala Slate Planning Board (I997b:6). 

34 ’nwnias Isaac and Harilal (1997:.S3). 

35 For more details on Kalliasseti’s innovative 
programmes, see Pranke and Chasin 
(19M:xvti-xviii). Thomas Isaac et al (1995), 
and Thomas Isaac. Franke. and Fa rame s waran 
(1997). 

36 Interview with T Gongadhanui, December 
17. 1996, Thinvanamhapwam. 

37 Computed by ns from Bhaikar (1997:WS- 
14). Bhaskar (1997: WS-16) fomid thm 54 per 
cent offemalcpam^yai representatives came 
from the left partiet. 

38 Kalltasaeri vignettes from interview with 
T Gangadharsn. ThmvwaBthcpamii. Dece¬ 
mber 17, 1996 end out visit to KeUiaaseri. 
iammiy 8. 1997. We abo vUited KafliMaeii 
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example, see Thomas Isaac. Fmake, and 
Raghavan (1998). 
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Economics and Strat^c Management 

Ti¥o Cultures, Tivo Paradigms? 

K R S Murtliy 
J Ramarhapdrmn 
Deepak K Sinha 

This paper argues that the two disciplines, economics and strategic management represent two distinct research 
cultures informed by two different paradigms but with a common boundary which allows exchange of findings 
through translation. SM provides the nano-foundations of micro-economics, and the accumulation of empirical 
facts in SM will influence the direction of research in economics in future. 


MANY scholais reckon the binh of strategic 
management (SM) from the date of 
puNication of Quindler's (1%2) Strategy 
and Structure which provided the first 
recorded definition of corporate strategy. 
This puts the age of our ^scipline at 35 
yean, although the tradition of a policy 
course at the Harvard Busineu School goes 
back much fiirther [Rumeit, Schendel and 
Teece 1994:10]. Most otherbusinestschools 
in the US, however, needed the exhortations 
of the Chmlofl and Howell report (1959) 
which had recommended a course where 
students could consider “business probletns 
which are not prejudged as being marketing 
problems, finance problems. etc“, for incor¬ 
porating a course in business policy in their 
curriculum. In the late I960t. under the 
influence of scholars such as AnsofT (1965) 
and AckofT (1970) trained in the tradition 
of open systems theory, the character of the 
busineu policy course began to change with 
ihCfcasingly greater emphasis now being 
attached to the environment of busirtesses. 
By 1979thechancterof the disdpline known 
as ‘business policy' had changed sufficiently 
for iu membeia to adopt the new name of 
‘strategic management’ [Schendel and Cool 
1988]. 

Busineu policy had firmly been rooted in 
practice. Those roou were reflected in early 
SM literature which had been based on 
models developed by consulting firms such 
as Boston Coiuulting Group and McKinsey 
and Co, and large companies such as General 
Electiic and Royal Didch Shell. Theacademic 
world of the 1980s. however, demanded 
greater research orientation from SM 
fcholan, which in turn led to wholesale 
borrowing of concepts, tools, and techniques 
from other areas, the major donor disciplines 
beingindustrial organisation (lO)econoinics, 
marketing management, orgviisuion theory 
and sociology, and political science. 

In its annual meeting in 1979 in Atlaina, 
the Academy of Management devoted an 
entire session to cataloguing ihecoHirlbulions 
of various diKiplines to SM. The Academy 
q/'MaMgenwiii Review brought out a special 
■uue on the topic in which Rarter (1981) 


organisation had little effect on the busineu 
policy concept of strategy, and busineu 
policy had little effect on industrial oigani- 
sati on, despite the i ncieasi ngly clear evidence 
that much promise for cross-fertilisation 
existed". Porter attributed this status of 
coilaboraiion between lO and SM to “subtle, 
deep rooted suspicions and even the type of 
training that schools in both fields tradi¬ 
tionally received". 

Within a decade, however, things had 
changed dramatically. In 1990, the Strategic 
Managernem Society organised a conference, 
part of whose proceedings af^cared in a 
special issue of Strategic Management 
yoiimo/in 1991. Inthatconfeienceanuinber 
of leading scholars associated with miyor 
schools of thou^t in economics provided 
their idea of the contribution of Ihe^ school 
of thought to SM. Thus, Williamson (1991) 
described the linkages between transaction 
cost economics and SM; Nelson (1991) 
summarised the benefits to SM of an 
evolutionaiy view of the firm; Saloner (1991) 
outlined the advantages game theoretic 
models offered to SM scholars; and Pmter 
(199I)provided an update on the contribution 
of lO to SM. Sunmarising these papen, 
Rumeit, Schendel and Teece (1991:26) staled, 
“Tbere can be little question that the deve¬ 
lopment of the strategic management field 
hu benefited from the influence of eco- 
noniics,bniihelnfiuencelsnciiimidirectiothl 
either”. They claimed credit for the recent 
weakening of orthodoxy within economics 
which bad been instnimeatal in the increased 
acceptance of economic model by SM 
scholars. 

Intheettpandedvenkmoflhe proceedings, 
however.Ruraelt.Sc)iendelandTeece(1994) 
were forced to first admit that “[Alfler all, 
economics is the sodai science most relevant 
to managing firms” (p534), and Iheif to raise 
the alarm with a mere frank question. “Will 
competitive strategy become applied 
m ic toeconomics?"(pM7). Underst a nd a bly, 
their answer was negative whb detaiM 
explanatioM under five headbigK 
We bdUeve that c c mpe tl tive s tf a ie g y wU) 
remain aa iategral part of strategic 
-* ml ihu tti coaB r eri o a with 


economics will evolve and take on new 
femns in the future. We believe that fear 
of 'absorption' will not be realised for then 
reasons: (1) slraiegy is not ‘applied 
economics; (2) economists will not lesrc 
about buaiiieu; (3) micro-economici is ■ 
collage and apparently cannot provide 
coberent intepiued theory of die firm o 
management; (4) what is stniegically critica 
changea .over tune: and (5) orgSnisatioaa 
capability, not market exchange, ma; 
increasing asiume centre stage in itrategk 
managemcntrescarch [Rumeit. Sdiendelai K 
Teece 1994:548-49], 

Whether one agrees with the above or not 
the fact that such a question was being nisec 
within decades of the Irirth of the discipline 
is lesiimony to the fuszy nature of the 
boundary between economics and SM. 

In this-paper we go beyond the exercise 
of cataloguing the coniribiuionof econondci 
and SM to each other and argue that the two 
disciplines represent two distinct leseaicl: 
cultures informedbytwodifrenntpasadigras. 
We divide this piqter into four parti. Section 
Idescribetfivegeneticrelalionaliipi possible 
bet ween two disciplines based on the d^iee 
of ovetlapbeiwcen their respective domains. 
Different scholars, however, define the 
boundarietofSMandeconoiRicsdiflerently 
andihedete rm i n ntio n ofthe degree of overlap 
between the two is not straightforward. 
Section II attempts the somew ha t contro¬ 
versial job of chatting out the tcfritorics of 
SMandeconomiciby describing their leapec- 
live ctdtuies and paradigmi. In Section III. 
we argue that SM provides the nano- 
foundations for miCToecanofflics. that the 
subject matien of SM and coonomia are 
disjoiiit and their domaim dispme. but 
there is a common boundaty wl^ penniis 
exchange of findinss thraugh tnnalation. 
Section IV uaea the above fremewuifc to look 
into the ciyatal boll. We predict that leaeareh 
inSMwiUcootiiiue to beprinwily empirical 
in'nature and will benefit from new 
developnicgta in eco n o ro etrici, particidarly 
in the arw of time aeriei analy^ ,We also 
predict tint the aecmnulmkm of empirical 
facts in SM will have ureof influence on 
the di r ec ti on of theoredcal research in 
econofflica in ftmire. 




fUlatloaddp betwc a Economica 
aadSM 

In thii lection we describe a nve>fold 
typology of relationships between two 
disciptines. We then soggest that the subject 
matter of SM and economics are disjoint 
with noovetlap. In the next section, however, 
we will argue that the two share parts of their 
boundaries. 

Tyklocy of Reiationship between 
Two Dsscipunes 

We b^in ourdtscusskm of the relationship 
between economics and SM with a five-fold 
typology of the relationship between two 
disciplines shown in Figure 1. The typology 
is generic and is based on an exhaustive 
enumerationof all possibledegreesof overlap 
between the domains of any two disciplines, 
identifleation of the exact degree of overlap 
between two disciplines can have important 
implications for theory building in both a.s 
such overiaps often permit reduction of at 
least some theories from one discipline to 
the other. Even in cases where no overlaps 
exist, twodisciplines may share pansof their 
boundaries. Idoitification of the common 
boundary in such cases could at least allow 
the translation of some of the findings from 
one discipline to the other. 

The domains of two disciplines may 
have full overlap, in which case, for all 
practical purposes, the two disciplines are 
identica]. In such a siuuition every pheno¬ 
menon in one discipline has its counter¬ 
part in the other and every theoretical ex¬ 
planation in one is applicable to the other. 
This happens to be the case with dectiidty 
and magn^ism. Every electrical ‘pheno¬ 
menon has a magnetic analogue. Andeveiy 
law in electricity has a corresponding law 
in magnetism. The realisation that the 
domains of eleciriciiy and magnetism over¬ 
lapped led to rapid developmem in our 
understanding of magnetism during late 
19th century. 

The domains of two disciplines may 
partly overlap as in the case of engirwering 
and j^ysics, and econondca and marketing. 
In such cases, it may be posiiUe to reduce 
some dworiei from one discipline to the 
other. 

A dlscipUiw may be the subset of another. 
Thus, attranomy seems to be pait of the 
larger (fisdpline of physics and c orpor ate 
finance appm to part of economics. In such 
cases,it may bepoialble^rediKean theories 
from the smaller (Hfclpline to the latter ooe. 
iMt only some of theories from the larger 
discipHnea may be reducible to the smaller 
one. » 

TwodlidplinasrniQrbeooiaiileteiydiij^ 
*rith no comoon poinia aa in the csm of 
physics and HngulMics, end economlc i and 


Uterature. This case, obviously, offers no 
scope for theory building Ihrou^ reduction. 

Andrinally.thedomaiiMofiwotfiicipline^ 
may have no overlap, but they may share 
parts of their bouoda^, in which case it may 


be possHde m translate tome findings from 
one disci pHiie to the other. Examples include 
fluid dyiuunics and electnaty. and asset 
managonentand corporate finance. Although 
fluid dynamics and electricity deal with 


Table 1: Economics and SM Two Cultubes 


Economict 


.SM 


Aitefacts; 

Physical space 
Technological output 
Writlen and spoken language 
Artistic productions 
Oven behaviour 
Central values: 

Beliefs 


Assumptions about: 

Environment 

Purpose of the discipline 


Nature of time 
Nature of human tiaiure 


Nature of hunian octiviiy 
Nature of human 
relationships 

Nature of reality and iniih 


Departments of Economics 
Economict journals 
Molhemaiicil modelling 
Debreu (1959) 

Advise governments 

Perfect compelilion is key to 
the first best allocation of re¬ 
sources and the highest output 
The market mechanism is 
the most efficicni 


Usually static, determimsiic 
Help policy-makers improve 
allocation of resources in the 
society 

Efficiency (Pareio optimality) 

Usually shon term 
Managers promoie otsn 
interest 

Firms cotner surplus, 
distort resource 
otlocalion 

Guilty unless proven innocent 
(applies with even greater 
force to economics in India) 
Reactive, invisible hand 
Individuolity, competition 

Truth is discovered by 
analyticti modelling 


Departinenis of Management 
Management journals 
Fidd-based empirica] research 
Rumelt (1974) 

Advise business managen 

Monopolists can produce more 
than perfect competitocs since 
they can invest in productivity 
Hierarchies are important 
sources of cfTiciency 


Dynamic, imeetiain or stoebattie 
Help managen increase profit 
by improving alto::alioa of 
resources within the fum 
Effecliveness (ts the finn in 
right business) 

Long term, dynamic 
.Managers are the scarcest of re¬ 
sources. key to loag^tena proliia 
Source of creation of 
all wealth in socieiy 

Innocent unless proven guilly 


pro-active, visible band 
Hierarchy, organisation, 
co-operation 

Truth is discovered by creaiivity. 
synthesis, and leadership 


Tabu 2: Economics and SM' Two Paeaimgsis 


Economics 


SM 


Languafe 

Significant quesdow 


Accepted st at eme n ts 

Explanatory achenitta 
AnihoritiM 

Excnplaiy inuramctita 


Juilifieaiafy criteria 

Mcdiodaliigy 

Exemplars 


Mclhodolagical 

principleE 


Mithematical models 
Deponures from the social 
oprimum 

Narrowly defined analytically 
tractable problems with a limited 
number of variables 
Allocation of resiHiices in the society 
Steady state 

Competitive equilibrium is 
Pareto optimal 

Necessary and sufficient conditions 
Wabai (1877): Debreu (1939) 
Economic dateboMS suck at 
CrriBASE and FTC's lincKir- 
burineu data 

Pareto opiitnality: aero profit in 
the loug nm 
AxioouKk. deduction 
Competitive equilibrium, nstwlly 
with tingle pndnet. symmeiricaL 
atotnittic firms 

Optintiaatioti uadw ataump^ of 
toma Cam of latinuUiy, ninally 
wldi a Mtgit objective, namely, that 
ofmaxiai^itig expected profiifetility 


Case-based empincal reseaich 
Lottg-tetm survival and growth 
offinns 

Congilex ptoMetns with a rich set 
of vaiiaU^' kolisiic 

Allocaiian of reioatces in the firm 
Dynamics: creativity 
A ehango in strategy often requ i re s 
■ change in snructure for success 
Veibit asgumcM; staiisiical cnicnMi 
aiMMHer(l962): Rwneli<l974) 
Survey-based instruincms, PIMS 


Higher Profit, established pnetwe 

Bxpnical|eneralisatians, tndaetten 
Monopolislic equilibrium, uiuslly 
with atymmeiric. divemfted. 
sanlti-divunMal firms 
SaiufyiBg, multiple ob|tctives, 
multiple stakcholdcn 



PkHM I; A Pive-fotDTY>f^ix;YOF'niBRau'naMH»*BTwasNTwoOijcinMa A am>B 


ReUUionship between A and B Theory BuiMiog Stntegy Examples 


A-B 

bO' 

Reductioiiiui (full 
leductioo pouible) 

Electricity and 

Magnetism 

AoB aO 

bGO * 

Partial reduction possible 

Engineering and Physics; 
Economics and Marketing 

A 13 B 


All theories in A end some 
from B can be reduced 

Physics and Astronomy: 
Finance and Economics 

AoB = 0;, 

nothing common \_ y V_ f 

No reduction possible 

Physics and Linguistics; 
Economics and Literature 

AnB = 0; 

parti of boundaries 

conmon 

Some tnuuloiioti possible 

Fluid dynamics and 

Eiectncity; Asset managcracal 
and Finance 


difTerent phenomena, within limits, hydraulic 
circuits can be modeled as electrical circuits, 
that is, some theories from electricity can be 
translated and used in fluid dynamics. 
Similariy, the cfBcient maiket hypothesis 
forms a cornerstone of cuponte finance, 
while asset managers are always looking for 
ways to make money from the inefficiencies 
in the market The subject matter of inquiry 
of the two disciplines arc different and so 
are their methodologies of research. 
Corporate finance has embraced the 
methodology of mathematical modelling 
from economics. Asset maiuigers rely on 
charts, heuristics, and fundamental analysis. 
Yet asset maiugers have benefited from 
developments in corporate finance such as 
the the^ of options, while the performance 
of asset marugen drives theoreticii] work in 
finance. 

Relationship between Economics 
AND SM 

Where do SM and economics fit in the 
typology of Figure I? The answer is not 
straightforward. Different scholars define 
the two disciplines difTerently, and there is 
little agreemem on their boundaries. Depen¬ 
ding m the set of definitions used, the rcla- 
boiuhjp between SM and economics could 
be ma^ to fit any of the five categories 
above. In fact, a case could be made for SM 
being a subset of economict as well as for 
economics being a subset of SM. Let ui 
explain. 

First, consider the frrflowing two defini¬ 
tions. Lange (1953) defines economics as 
the science of aJminittration qf xarce re- 
tourea in fuunan tocUty (italics added). 
And Hofer and Schendel (1978:25) define 
sltaM^ as the luDdaiTieiilaf pattern of present 
and planned reumree dq^oytnentt and en¬ 
vironmental interactions that indicaiei how 
--:ii iu (Mectivet" 


interpreted to imply th.tt SM is a subset of 
economics. 

On file other hand, Rumeli, Schendel and 
Tecce (1994:547) argue lhal “[Bjconomics 
has been chiefly concerned with the 
performance of markets in the allocation 
and co-ordination of resources. By contrast, 
strategic management is about co-ordi nation 
and resource allocation inside the fim" 
(italics in the original). But the allocation 
of resources in the economy is the outcome 
of resource allocation decisions within the 
firm. Thus, while one could arrive at the 
allocation of resources in the economy 
by studying the allocation of resources 
within firms, the reverse is not true. This 
line of reasoning puts economics as a subset 
of SM! 

U 

Two CuHnns, Two Paradigms 

Tintner (1970:537) points out that the 
following words of (^irnes (1875:148) 
remain as valid today as when they were 
written: **Definitions in the present state of 
economic science should be regarded ^as 
provisional only, and may be expected to 
need constant revision and modification with 
the progress of economic knowledge". In 
this section of the paper, therefore, we will 
go beyond the above definitiofis of SM and 
economics and look at what sctiolan in SM 
and economics do. That is, we will look at 
their disciplinary cultures and research 
poradigins. 

Two Resbaich CULTVaES 

Schein (I98S:9) defines the culture of a 
group as "a pattern of basic assumptions - 
invented, discovered, or develop^ by a 
given group as it (earns to cope with iu 
probtems it external adaptation and inter¬ 
nal integration - that has worked well 
enough to be considered valid and. there- 
-—u the 


FMUM 2: Ths FLACS CP EccMMU M THI 
Social ScMHCis 

(a) The Relationship between Scientific 
Knowledge and Fklhstiphy 


Philosophy 



(b) The Retalianship between Economics 
and BPS 


Behavioural and 
Policy Sciences 



correct way to perceive, think, and feel in 
relation to those problems”. The culture of 
a group manifests itself in the form of 
visible but often not decipherable artifacts 
(physical space, technological output, written 
and spoken language, artistic productions, 
and the overt behaviour of members), 
central values (beliefs which provide the 
day-to-day operating principles to guide 
the behaviour of members), and basic 
assuntptions about (i) humanity's relation¬ 
ship to nature: (it) the nature of reality and 
truth; (iii) the nature of human nature: (iv) 
the nature of human activity; and (v) the 
nature of human relationship [Schein 
1985:14], 

In Table 1 we describe some of the 
differences between the artifacts, central 
values, and basic assumptimu of economics 
and SM. Economics and SM researchers use 
difierent time frames (static vs dynamic, 
sbort-term vs long-term), and take ttifferent 
roods to truth (analytical modelling vs 
empirical generalisation: deduction vs 
induction). SM is primarily corxxraed with 
creativity which is belteved to be a process 
of synlheHS. Economics, on theollwr hand, 
is concerned with analytically tncuble 
pbenomena. Tht^ make dUTerem usump- 
tions about the nature of firms and manager 
(guilty unleas proven Imwc en t vs innacent 
unteu proven guiby). ficonomiiu oriem 
themadvesiowaidsp^icy-iiiakenhifovem- 
mena. while SM acholan usually addres.'i 
business managars. Bcononiiu firmly 
beiieva in the efficacy of the invisible hsod , 



Aauwi 3: Tta lUunoNMP MTWW SM AND 
EcoNOMn 


SM 



in the optimal allocation of resources: SM 
scholars attach prinuicy to the visible hand 
(of managers). Togeth^, these dilTerenccs 
imply a fundamental chasm between the two 
cultuies. 

Two Research Paradiums 

Kuhn (1970) dcfincii the word paradigm 
as “some accepted examples of actual 
scientilic practice - examples which include 
law. theo^. application, and instrumenia- 
tion logethtf" which provide modds “from 
which spring particular coherent traditions 
of scientific research" (p 10): as “the entire 
constellation of beliefs, values, techniques, 
and so on shared by the ntembers of a given 
community" (p 175): and as “the concrete 
puzzle solutions which, employed as models 
or examples, can replace explicit rules as a 
basis for the solution of the remaining puzzles 
of normal science” (p 175). Thus, Kuhn's 
paradigm’ includes the total set of theories, 
habits of mind, intellectual and technical 
skillsand abilities that, takentogeiher.define 
a way of doing a particular science at a given 
time. Here 'nornial science' is science done 
under the govemance of the dominant para¬ 
digm. The paradigm suggests the problems 
to be sol ved and sets the standards for normal 
tthat it, more or lets routine) Kience. 

Kitcher (1993) ptefen to um the term 
'consensus practice' In place of 'paradigm'. 
He defines consensus practice as compri¬ 
sing a language, an (impersonal) assessment 
of slgnincam questions, a set of accepted 
statements with a (partial) justificatory 
unichm, a set of ex^anatory Khemaia, a 
set of paradigms of authority and criteria 
for identifying authoridea. a set of exem¬ 
plary exf^ments, obiervations, insitu- 
Dents, and Jaitincaiory criteria, and 
finally, a set of methoddlo gi es, exemplan. 
^nd methodological prindptea [Kitcher 
1993:103J. 
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Dominant Mode of Research in Economiet 




Porter (1981:612) has provided a number 
of "fundamental, substantive reasons" why 
SM researchers had been sceptical of 10. 
These included differences in audience, 
terminology, frames of reference, units of 
analysis and related assumptions, definition 
of the firm. level of determinism, extent of 
dynamism, and tolerance of unexplained 
variance. In Table 2 we go beyond this list 
ami show that the domains of inquiry in SM 
and economics are different and the two are 
informed by two different research 
paradigms. Economics uses an axiomatic 
method, while research in SM is primarily 
field-based andempirical. Economists define 
general equilibrium as competitive or price 
taking equilibrium [Mas-Collel. Whinston 
and Green 1989]. In SM, firms have some 
control over prices. The quintessential 
research in economics discovers a new 
departure from the social optimum and 
suggests remedies for u. Arrow's (1962) 
work on leaming-by-doing, in which he 
showed that learning could lead to less than 
optimal invesimeiu by firms is an example 
of (he type of problems which excites 
economists. SM researchers are constantly 
looking for new wa)^ and means through 
which firms can insure long-term survival 
and growth. 

m 

The ConuBon Boundary 

Since the domains of SM and economics 
are thffereni.iheirrelatkmshipcould be either 
type 4 or 3 in Figure I. In this section we 
wilt argue that the two appear to share parts 
of iheirboundarics and uiai their relatianthip 
is best regarded as beittg of type S. 

RELATHHniur asTWEEN Economics 
AND BPS 

SM is a subael of the behavkwnd and 
policy sciences (BPS) and. to study its Unk 
w(th economics. it is necessary to uodemand 
therelatiOBihipbetweeneconomfc i andBPS. 
We suggest that die lelaiiofuhip between 


economics and BPS is similar to that between 
science and philosophy. 

Philosophm divide knowledge into three 
pans as shown in Figure 2(8). There is a core 
of common knowledge available to all. This 
is surrounded by an annular sphere of 
scicniific knowledge available only to those 
trained in the sciencea. All other knowledge 
which is neither common knowledge nor 
has become part of the body of scientific 
knowledge constitutes the domain of 
philosophy. The boundaries betwe e n these 
contimuUly shift outward. As the level of 
undemanding incieases. the body of com¬ 
mon knowledge expands. And research 
brings phenomenon once pan of pbiio- 
sophical knowledge within (he don^ of 
science. 

In Figure 2(b) we have depicted the 
positions occupied by economes and BPS 
in the social setenoes. There exists a core 
of common knowledge in the social sciences 
surrounded by an anmilsr sphere of economic 
knowledge. BPS makes up the outer shell 
in this diagram. The (xwnd^ b et w een BPS 
and economics will shift outward as parts 
of human and organisational behaviour 
become amenable to economic modeHiog. 
Recent attempa by economists such as 
Becker (1991) to model behavioural 
phenomena in the areas of fanuly. matnage. 
race, caste, and soda) disciiminatiOR have 
resulted in impoitaM advances in econoAucs. 
ahering the boundary between BPS and 
economics. A mnriber of economists in the 
past have stressed this proximity of 
economics and BPS [Tintner 1970). Theil 
(1961). in his study of runsumcfs, looks at 
demand as an unobservable psychnlofical 
construct to be measured with n^tipleiten 
survey instruments. The subject of humso 
actioa has given rise to a whole branch in 
economics known at praxeoiogy (Von Mises 
1949) which, at present, constitutes 
econometrics, operations research, 
cybernetics, and programming used 
exiemively by imlitaiy, laigc businesses. 







and govemmcnts in centrally planned 
economies 

Part of the common boundary between 
economics and BPS shown m Figure 2(b} 
belongs to SM. This has earlier also been 
suggested by Rumcit. Schcndel and Teece 
(1991). In Figure we show that SM shares 
its boundary with several area.s of economics 
such as 10. maL'n>eeonomics, financial eco¬ 
nomics, labour economics, and international 
economics. 

IV 

Looking into the Crystal Ball 

The common boundary between 
economics and SM has important impli¬ 
cations for research in both. In this section 
we look into the crystal ball to gain some 
insight into future developments in the two 
fields. 

PaoMisfc OF New Econometkic Toots 

The most significant impact of economics 
on SM in future is likely to occur in the area 
of empirical research. Wc make this pre- 
dictioa because of the differences in the 
dominant methods of explanation used in 
SM and economics. Figure 4 shows the 
D-N (dcductive-nomological) model of 
scientific explanation due to Kempel and 
Oppenheim (1948) which describes the 
(ideal) process of theory building in the 
neural sciences. In the .observation-empi¬ 
rical gcneraJisation-tnodelling-prediction- 
verificaiion cycle of explanation, much of 
the research in economics focuses on 
modelling and prediction [this is the 
logical-deductive paradigm of Robbins 
(1949); Friedman’s (1953) view that the 
veracity of assumptions was irrelevant and 
that only their consequences were testable 
is closer to instrumental-empiricism). 
Much of the work in SM is - and will 
continue tobe-concemed with observation 
and empirical generalisations with ver¬ 
bally argued but grounded theoretical 
explanations. 

We, therefore, suggest that, although new 
models in economics, paiticulariy in the area 
of mactD-economics which has had little 
impact on SM so far, will influence SM 
through translation, research in SM will 
continue to be primarily empirical. Thus, we 
expect that new developroems in econo¬ 
metrics such as co-iniegration (Engle and 
Granger 1987] and vecior-auto-regression 
(VAR) will have strong impact on SM 
research in future. SM research has been 
almost exclusively cross-sectional in nature 
in the past, largely because time series data 
at the level of firms had not been available. 
But the new time settes techniques offer 
powerful tools to address questions of 
causality. Advances in computing and 
artificial inleiligetice will pennil complex 
•imilafinn and experiments. 


Contiubution op SM to Ecohowks 

In section II, we had indicted that SM 
was concerned with resource allocation inside 
the firm [Rumelt, Schendel and Teece 1994] 
while economics was concerned with 
allocationofresoiirccsin the economy. Thus, 
SM provides the nano-foundation of 
microeconomics. It took macroeconomistt 
decades to realise that economic policy could 
not be studied with aggregate level models 
without microfoundations. We similarly 
suggest that (micro-) economics of the firm 
cannot be studied without an appreciation 
of the decision-making process which 
involves leadership and creativity. 

Research on SM has accumulated great 
deal of evidence on the impoitanceof multiple 
constituencies ol' firms. This should inform 
work in economics on problems of multiple 
agency. Similarly, wc^ on monopolistic- 
and moving-equilibrium (rather than dis¬ 
equilibrium), innovation, closed loop (rather 
than open-loop) equilibrium, and the like 
hold patlicular promise in future. 

In spite of differences, SM and economics 
share parts of their boundaries which pennits 
exchange of findings through translation. 
Research in SM will continue to produce 
empirical generalisations and will benefit 
from new econometric tools. These will, in 
turn, challenge and inform analylicaJ work 
in economics in future. 

SM research in India is in its infancy, and 
economists in India view firms and managers 
with greater suspicion than they do in the 
US. Thus, we believe that much of our 
analysis above applies to the relationship 
between SM and economics inlndia, perhaps 
with even greater force. 

[We thank Indira Gandhi institute of Develop- 
mem Research, Mumbai, for the opportunity 
to prcsentl hi ipip ef attheconfewteeon ‘Econo¬ 
mic Fotuutaiions of Strategic Managemenl’. 
August 21-2^ 1997.) 
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The Competitiveness Conundrum 

Literature Review and Reflections 

Shekhar ChauAuri 
SougataRay 

The concept trf competitiveness has been studied by researchers from a variety of perspectives using different 
methodologies. Though there is a large volume of literature on the subject, there is a dearth of systematic reviews 
of the extant literature. This paper is an attempt in that direction. It presents a classificatory scheme using two 
dimensions - level of analysis (nation, industry and firm) and types of variables used to explain competitiveness. 
The implicit and explicit research questions addressed and issues related to definition, measurement and sources 
of competitiveness at various levels are also discussed. It is suggested that given its complexity an eclectic approach 
combining different schools of thought and using multiple measurement schemes would he appropriate for doing 
research on competitiveness. 


I 

IntroductioB 

‘(X>MPEnT1VENBSS' seems to be one 
of the most impottant themes of tesesfch 
and publication in the field of business 
and managetnent in the world today. The 
subject of competition between nations 
has long been in the domain of ccofioinics. 
However, during the lut decade or so the 
lem ‘competitiveness’ has gained promi¬ 
nence u a subject of study among manage¬ 
ment scholars too. Thou^ a large number 
of research studies have been conducted 
on this subject by retearchen worldwide, 
efforts to syntheiiie them have not been 
adequate. 

Reacarchers have used a variety of 
perspectives and methodologies owing to 
their respective academic backgrounds in 
.studying competitiveaess. The diversity of 
petspectiveshv enriched this fiddof inquiry, 
but at the same li me it has added to iu com- 
plexily. Though Nelson (1992) provides a 
critical review of the extant Uleratuie on 
competitiveness, we feet at this juncture 
there la a great need for a more systemmic 
and co mpre h e na ive review of the literature 
in order to provide a foundatkm for future 
theory deveiopment. This paper is an attempt 
in that direction. 

It brings together relevnot literature fioffl 
varioua ficldi and ditciplines that addieu 
the isne of compeiiliveneas to develop a 
broader pmpecdve for ftmite research. It if 
divided into four broad lectioni. The ftrst 
section providea a broad undentandhig of 
ihe concept trf cooqsetitiveness; the second 
outUnea tte aourcea of conlioveny and (Us- 
■gmeraeni among idiohn; the third pre- 
KMathe vtewpok n i of different ichmis 
of thought; and Anally the paper aOempts 
to piovide a ayailMaii of the exiallng Uten- 
ture. We miat haaten id add. however, 
that it hna •one Unriuitow.<3iven the enor- 
tnout vohiinc of IManhm on competitlve- 
oeu, wedonot claim ifaii paper to be 


comprehenaive. We have, however, tried to 
cover the major themes. 

U 

What b CompctHiveiiem? 

The concept of compethi veness, e ven af ler 
many years of its existence has remained 
elusive. One of the main reasons for this is 
that writers on this subject have frequently 
avoided defining the tenn precisely in their 
diicussions. They have invariably left it to 
be intetpreied by readen. To discuss and 
understand any concept meaningfully it is 
extremely important to start with an explicit 
definition. Competitiveness is a complex, 
multidimentioiial, and reialive concept. It is 
linked to a large number of interdependent 
variables thus making it difficult to sense 
and define IL Defining competitiveness is 
itself a research problem. So is measuring 
competitiveness, it being a relative concept 
without bearing any direct relaiituuhip with 
economic peifonnance indicators, it defies 
effoits at direct rneasureinem [Jones and 
Teece I9g8a|. 

According to Webster’s English 
Dictionary, the word ‘competitiveness’ 
originates from the Latin wonl ‘competcr’ 
which means ‘involvement in a business 
rivaliy for marketi'. The term in business 
parlance, however, generally means 'the 
ability to compete*. The meanings of the 
term as used in academics and practice, 
however, are quite divergent. 

Policy-makers at the national level seem 
to view compeiitiveneu as the ability to 
have a positive balance of paymem. The 
meaning attached to competitiveness by 
officers in ministries of trade, commerce 
and diffetem induttiiet, institutional experts 
and analysis,industry attodatians,cic.seems 
lobetheooUectiwe ability of all firms man 
induatiy to easn foreign exchange through 
exports by competing with industries from 
other nations in the foreign miflteu. At the 
enterprire level the minegtin see ctmpeti- 
tivcMM as the ablHiy of the company to 


compete in a business or a market segment 
for customers. Similarly weean explore widi 
examples of how different role pl^en from 
the practising worM with diverse backg¬ 
rounds perceive competitiveness differeiitly. 

in the world of academics too there is 
much divergence between the meaninp 
attached to the term competitiveness. 
Academicians have dealt with this proM ei n 
by coining two separate but related coocepa, 
viz. comparaii ve advantage and competitive 
advantage. Enderwick (1995) observes that 
comparative advantage is derived from 
specific factors, related to both sourcing of 
inpuU and marketing of outputs, such as 
reialive factor costs, avatlability. pnee and 
quality of products, and the size, growth and 
accessibility of markets. On the other hand 
competitive advantage is derived from finn 
specific assets and describes (he proprieiaiy 
elemems of the firm that detornuK whai 
aciiviues it should undertake and what 
distinguishes it from its competitors. 

Comparative and competitive advmitage 
are not fully independent as comparative 
advantage of a country may contribute to the 
competitive advantage of flnns origiiiaiiag 
or located in that country. The real dtiTcfcnce 
between these two terms at enviaaged in 
Itierature seems to be in their levels of 
analysts. While literature on co mpara tive 
advantage deals with the issue of 
competitiveness between nations and 
industries of difTeretK natioas, writen on 
competitive advantage are mare concemed 
with the firm levet issues. 

m 

Categortslag the Uterufu rt 

(Competitiveness has been addressed by 
researchers and writers from three 
perspe cti ves or tevds - nation, industry and 
firm. The vanablet uaad in tiie analysis of 
source of compeiitivenea at vanous levels 
are found to be of three types - variables 
pertaining lo whole economy, sectot or 
industry and Individual firms Wc have 
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clauifled ttie exunt Utenture on the bade 
of tbeie two dimeiisiom - level of analyiU 
and variablei used to explain source 
conipetltiveness. Table I shows nine 
catetofksof lilenture classified on the baais 
of tMt framework. In the following section 
we discuss these categories. 

Utenture in categories I, 2 and 3 have 
dealt with issues related to competitiveness 
of nations. Researchers in the first category 
have used economy wide indicators in 
defining competitiveness, and argued for 
recognition of various economic and other 
macro level factors such as exchange rate, 
savings rate, investment rate, national culture 
and government policy as the determinants 
of national competitiveness. 

Uteratutein the second category conskiert 
variables pertaining to sectorsofan economy 
such u manufacturing, agriculture, and 
service or a specific industry within the 
sector for the analysis. Rese^hen have 
used various types of productivity as the 
measure of competitiveness. Writen in this 
category argue that cluster of firms or 
industries located in nations tiuu compete 
amongst themselvesinimemationalmaiitets 
and not nations. Therefore they prefer 
industries as the unit of analysis for studying 
national level competitiveness. They also 
aigne that competitiveness in a number of 
sttatqk^yirnportruNandsimriseindustries 
such as steel, automobile, electronics and 
telecommunication determine national 
oonqwtitiveness. 

The third category explores the firm level 
variables and treats ftm as the unit of 
analysis in the analysis of national 
competitiveness. Authors in this category 
argue that it is the individual firm in a nation 
and not (be nation or the industry located 
in that nation that compete in the global 
market. Researchen in this category have 
used singte or composite measures of firm 
level performance variables such as price, 
quality, and brand image, and have argued 
(bat cumulation of competitiveneu of firms 
ofaoountty leads to national congKtitiveness. 

Though literature in category 4, 5, and 6 
has dealt with competitiveness of secton or 
industries, the variables used for analysis are 
different for each category. Literature in 
category 4 compares sectors or industries 
acTou different nations, explores the role of 
past and present national environmenu 
compriting basic and advanced factors, home 
demimd, govemmem policy, institutions, 
culture,e(c.in shaping (hell competitiveness. 
Literature in category 5 focuses on 
insemational competitiveneu of industries 
locised in a cowitry and comparisons are 
madeacKMs industries within the same nation 
oruBK industries acron nations. Researchers 
have used price, world trade share, 
productivity, etc, as measures of 

how 


structural characteristics of thedomestic and 
global industry such as naliireofcompetitkm, 
inierfirm relationships, and coHaborttion 
amongfirmsshapcindusiiy competitiveness. 

In the literature belonging to categoiy 6 
firms in an industry have been considered 
u the unit of analysis and firm level variables 
are used for assessing the industry's glotral 
competitiveness. It has mainly us^ the firm 
level characteristics to explain competitive¬ 
ness of theindustry.Thiscat^ory of literature 
also provides historical accounts of firms in 
a particular industry, their capability 
development, management policies and 
practices such as relating to management of 
supply relationships and collaborative 
research and development in explaining the 
evolution of globally competitive industries 
in a nation. 

Literature in categories 7, 8 and 9 deals 
withthecompetitivencssofindividual firms, 
mostly transnational firms. However, the 
national context of parent country of the 
firmsunder investigation gets predominance 
in the literature belonging to category 7. This 
category of literature while comparing 
national or transnational firms argues that 
the national environment shapes and 
determines thecompetitivenessof these firms 
and continues to play a dominant role even 
when they beconne transnational. 

Characi^stics of global industries and 
industry level factors in the patent country 
of subj^ firms are focused upon in literature 
belonging to category 8. This category 
highlights stnictural characteristics of the 
domestic and global industry such as custo¬ 
mer convergence.economiesofscale, scope, 
learning, competitive and collaborative 
intensity, role of trade associations, supplier 
and buyer relationships in the domestic 
market in discussing global competitiveness 
of subject firms. 

Literature in category 9 whiledealing with 
the competitiveness of individual firms 
focuses on variables internal to firms, (heir 
product and organisational characteristics, 
historical evolution, resource endowrqent, 
intraorganisational mechanisms, etc., to 
explain differenecs in competitiveness. It 
should be noted, however, that some authors 
have addressed competitiveness at multiple 
levels simuitaneously and used tnultipieuniu 
of analysis. These works have been included 
in more than one casefory of lilenture as 
canbeseeninTable2wiiereaca(egorisation 
of some notable writinp on competitiveness 
has been presented. 

IV 

CompetHivcacs*: A NnfioMi 
Pcrspcctisre 

Schdars belonging to categoty 1 have 
used various definitioas of competitiveness. 
The following three aileniative ddinitions 
of national competitiveness have been 


frequenilyused inliteraluie [JonesandTeece, 
1988a]: (1 > Cosnpetiti veneu is the drilhy of 
an economy's ONP and ONP per capita to 
grow as fast as another nru^ ec o nomy. (2) 
Competitiveness is the d^ree to which a 
nation, in a world of open maikets, prothices 
goods and services that meet the tests of the 
maiket place while simultaneously expanding 
ONP a^ ONP per capita at least as fast as 
any other mqjor trading economy. (3) 
Competitiveness is the degree to which a 
nation can, under free and fair market 
conditions, produce goods and services that 
meet the tests of international markets while 
simultaneously maintaining or expanding 
(he real income of its citizens. 

The first definition has a big drawback as 
growth rate of an economy depends on its 
absolute size. Thus one may get a distotted 
picture of the growth rate if a targe economy 
is compared with asmaller one. The last two 
definitions make the cnicial assumption that 
the world economy operates on the free 
market principle, which isextreindy doubtful 
as abundant evidences of nonmarket 
interferaices are available [Amsden 1989; 
Tyson 19921. Competitiveness may perhaps 
be better understood by viewing it as the 
combination of comparative advantage and 
market distortions [Teferttlier and Ward 
1993], Blaine (]993) provides a general, but 
somewhat more comprehensive, definition 
of a nation's competitiveness. He defines 
national competiti vencss as abi lity to produce 
and distribute products and/or Mrvicet that 
can compete in international markets, and 
simultaneously increase the real incomes 
and living standards of the nation's citizens. 
Measures of national competitiveness 
frequently used by the above sdiolan are 
net trade balance, sharein world tnde,iiiipon 
penetration ratio, etc. 

Most trade theorists, the main contrib u tors 
to category 2 literature, have not defined 
competitiveness explicitly and precisely. 
However, the implicit definition of 
competitiveness that comes through it that 
it is synonymous with absolute or relative 
productivity advantage in producing » 
pmticular commodity. VariaUea uaed for 
measuring competitiveness are labour 
productivity, total factor productivity, etc. 
Some authors other than trade theorists 
belonging to this category [eg. Potter I990| 
argue agaimtutingbalanoeoftndeincliGators 
as measutea of compet i tiven eu of a nation 
and underplay the role of macroecanomic 
variablet auch u exchange rate u sources 
of competitiveneu. Aoooniing to them the 
right indicator of oeonomic prosperity ofa 
nation, which is the surrogate of natioiul 
co mp e titi veness, is high and risiiig standard 
oflivingofcitizemwWditsagain determined 

primaiily by mitional pnihiedvity, Thot 
euthors roniidcr fompetitlvrsMiii to br 
synnnyiDovs with productivity snd I 



ctivity growth meaaiicd respectivtiy 
tput per unit of Ubou'r and capital, and 
aleof growth. Productivity if auunwd 
oitocaptuic quality andproduct feature 
II as production efficient. They argue 
he focus of analysts should be on 
ninanu of productivity and rate of 
ctivity grou^ at the level of industry 
latioa 

stature in the third category defines 
lal competitiveness as the cumulation 
mpetidveness of all firms operating 
I a nation's boundary cutting across 
tries or groups of industries [eg, 
lais 1986asquoledinPq>adalcis IW]. 
rchers have conceptualised firm level 
ititiveness as competitive position of 
vfr-O'Vtr its competitors in international 
ts. This is determined by three sets of 
atedfactois, viz.deIiveicdcost, product 
:teristics, and users’ perceptions about 
atch between a product/scrvice and 
eeds. This has been measured by factors 
St and quali ty of product and/or servi ce, 
of delivery, brand image, etc, or a 
Kite factor. 

Factoiu CoNTRtauTiNa to 
CoMreTTnvENF.ss 

dentifying sources of national com* 
cness writers belonging to the first 
I are more concerned with 
economic factors sudt as fiscal and 
tary policies of the government, 
nge rates, interest rates, fiscal and 
I deficits, geopolitical situation of the 
t nations, perfonnance of the national 
lobal economies and the economic 
I of trade blocks. 

ly economists are of the opinion that 
titi veness of a nation ii determined by 
fige rales [Tyson 1988]. However 
|^,Knigman l983;Teece 1983; 1987] 
hatincicasingreiurastoicaleresulitng 
luperior technology, higher volume 
intimious iniMvation play an equally 
ant role along with comparative factor 
age to enhance compeddvenets of 
tionoveroiher. They also observe that 
ilogical innovaiion and diffusion are 
or factori contributing to national 
titiveness. 

taichen who have studied the issue 
orial oompedtlveneaa linoe the early 
in connection with the issue of 
Ing Gompetilivmesi of the US in 
Mional maifcelsltave come up with 
ni explanatkaa. AoconAng to some 
leg, Hottoitpolaui et al 1988) it is 
re ro eco n o wde that deieiiniiK 
npelltiveneii of a population of films 
thm and individual dim do not have 
ebake and ftandom, Acconttng to 
dm level behavioor it strongly 
iced by mtavecomuk faems. For 
iiM*lann profit orientation of 


drmi in the US is a result of higher cost of 
capital due to low private savings rale. Some 
writers [eg, daumol and McLennan 1985] 
attribute the pheiiomeiul rise of Japan and 


thecreepingdeclineof the US and some west 
European countries in internaiinnal trade to 
interlinked macroeconomic factors such as 
long-run productivity growth, higher saving 


Taslc Ir&ASsascATfQNOFCoMrnrnveNESsLiTBUTME 


Level of Anaiytii—> 
Variables Pertaining to 


Nation 


Industry 


Firm 


Whole Economy 

Industry 

Firm 


Category I 
Category 2 
Category ^ 


Category 4 
Category S 
Category 6 


Category 7 
Colegoty 8 
Category » 




Tabu 2: Categurimni, -rut LtrERATUOE 

Category 

Level of 
Analysis 

Variables 
Pertaining to 

Notable Contributots 

Category 1 

Nation 

Whole 

Economy 

Baumul and McLennan (I98S>. Jones and Teece (1988). 
Scull and Lodge (1985). Porter (1990), Tyson (1983, 
I9K8). Vogclll979. 1988). Noiton (1986) 

Category 2 

Nation 

Industry 

Ricanluaiidotheriradelhcorisu.Krugman(l986.1987). 
Lall (1990). Papadakis(l994), Porter (1990). Weinstein. 
Cl al(l984) 

Category 3 

Nation 

Firm 

Amsden< 1989). Fruin (1992), Lawrence(l984),Reich 
and Mankin (1986). Hayes and Wheelright (1984), 
Vernon (1966) 

Category 4 

Industry 

Whole 

Economy 

Amsden (1989). Boitus et al,( >988). Howell el al (1988), 
Jhonson (1982), Potter (1990). Shapiro (1993), T]rson 
(1992), Tyson and Yoffiee 1 1993) 

Category S 

Industry 

Industry 

Braiule and Spencer( 1985). Nelson (1982). Zysman and 
Tyson (1984). Tefeniller and Ward (1995) 

Category 6 

Industry 

Firm 

Collis 1 1993). Amsden (1989), Rukriad 0993), Victor 
Yo(rKe(l993) 

Category 7 

Firm 

Whole 

Economy 

Amsden (1989), Brahm (1994), Francis (1992). Jain arul 
TfBwar(l99.5),CaeaJ<l994),Kogul(l99l. J992),Poelee 
(1990). Tyson (1992) 

Category 8 

Firm 

Indusuy 

Amsden (1989). Porter (1986 a and b). Frain (1992) 

Category 9 

Film 

Firm 

Bartlei and ChoshaK 1989). Doc and Plnbatadf 1987), 
Hamel and Piahalad (1989. 1993, 1994). PrMwlMlsnd 
Hunel(l990) 


Tasix 3: DEmnnoN amd MEA.t(iiEs(ENT or CosrrrnnvsNess 

Category 


Definition 

Measurement 


Category I 

Category 2 

Category 3 

Category 4 

Category S 

Category 6 
Category 7 

Odagoty 8 

Categoey 9 


Competitiveneu it the ability to produce 
and distribute products and/or services (hat 
can compere in iniertunonal maiicets. and 
which iimultaacousiy increase the real 
incomes and living standards of its ciiieens 

Competittvenesi meam absolute or relative 
produciivily advantage in producing a 
patticniar commodity. 

Naiioiwl cotnperitiveaess IS the cornu laiion 
of crunpetitivenets of all the firms opetMing 
wtlhin a nation's boundaiy cuthng across 
the tndustries or group of industries 


The ability to capon or subMilutt iiepon 


CortipeiMvcpQBiiiaiiof a finn vit-o-m iti 
c o mpoti i iiw io nanoonl and imemationdi 
markets detenBlned by three ictt of 
latenelalcd faewn. vie. dettveicd com, 
prodact charaeicriilict, and users' 
petcepiioM ibow dw maieh between a 
prod aicd heiVKa and iheif aaedi 


Net trade balaiice. share of trade in 
world marker, and impon penemtion 
ratio. 


Variables used for measnrmg eo(B|ieli- 
rtvenew ok labour prodoctivity. total 
factor productiviiy. etc. 

Cost and quality of product and/or 
service, spe^of ^tivety. brand image, 
etc. or a composite teak. 


Price dUferemial in ihe domestic mv- 
ket vis-o-iTS inteniniKMMl piwe of the 
prodnets. thaie of that mdo^ w world 
mde. impon pesMrMion ratio in do- 
menic market loul factor prodoco- 
viiy, iKxniMl and ettociive pro t ec t ion 
rate, etc 


M oa e w o d byaco m po s iieacalcafcoir 
mmI qnnlity of proc^ atuVor sen'ioe. 
tpeed of deUvety. brood image, ch. 



aiKliDveitnieatnies,govcfTiiiient’sempbm 
on quanti^ and quality of education and 
iaveatment in public infrastructure. Some 
{^1 Abramovitz 1986; Baumol et 
al 1989] present the arguir^nt of a natural 
caldi up process and the phenomenon of 
macroeconomic con vergence as explanation 
for declining competitiveness of the US in 
comparistm to Japan and many European 
nations. Accordingtothem highly productive 
and unexploited opportunities because of 
pre-second world war technological deve- 
lopmenu started beari ng frui t during the two 
dei»des after the war leading to an extremely 
high productivity growth in all these 
countries. This growth has slowed down 
since the 1970s. Bui as the US ecomnny was 
healthier and bigger in comparison to the 
economies of Japan, West Germany, and 
some other European nations which were 
sadly damaged during second world war, it 
uduiiisted the growth opportunities faster 
chan its rival economies which had to cover 
apa larger gap. Thus though the productivity 
rowth rate fell for all these nations, other 
cooomles maintained a faster productivity 
rowtb rate than that of the US economy, 
hus causing a competitiveiKU crisis since 
he early 1980s. 

Qting the cases of the Newly Industrialised 
joumries (NICs) some authon [eg, Scou 
98S; Tyson 1988; Vogel 1979,1988] have 
agued that government policies can shape 
MCianal conqicikivcnessovera period of time 
y either diraxly or indirectly influencing the 
uality and quantity ofluitnan resource, capital, 
ecbnoiogy and information to foster 
eduoIogiGal innovation and its difftision. 
The first theoty to explain trade between 
imions was pn^XMed in 1776 by Adam 
mith who aigued that absolute advantage 
I the cost of production of commodities is 
M basis of trade between nations. However, 
le law of comparative advantage proposed 
y David Rkar^ in I8l7provideda sounder 
jk for the existence of international trade 
lal withstood the test of time for more than 
cerUury. He flawed the theory of absolute 
ivantage by showing how exchange of 
oods between two nations could be possible 
ren when one nation had absolute ad vantage 
lailcontmoditiesover the other. According 
him relative prices between commodities 
id therefore comparative advantage should 
the basis for trade between nations. A 
uion should specialise in only those 
ndncts that it could mamifaimire more 
Ddcntly and barter them for products that 
could maruifacture leas efTidentiy. The 
V of comparative advantage as pm forth 
‘ Ricardo was ftindamenlalty based on 
ffaences in labour productivity between 
fkmsinsiniilariiidustries. TIusdiflerenoe 
labour productivity could be attriboled to 
Retences in production technology, which 


As some of the crucial assumptions made 
by Ricardo lost theirrelevanceinthechanged 
context of international trade in the 20th 
century, a neo classical version of 
comparative advantage trade theory 
popularly known as HeekscherOhlin (H-O) 
theory of trade came into being. This new 
theory was based on the idea that all nations 
could haveequivalent technologies but differ 
in their factor endowments such as land, 
labour, capital, and natural resources, and 
this difference in factor endowments across 
nations would detenninc the flow of trade. 

However, subsequent authors [eg, Vernon 
1966; Krugman 1983, 1986; Poner 1990] 
have argued that while factor advantages 
wereimportant in the 18th and 19thcenturies, 
economies of scale, technological change, 
comparable factor endowments, cheaper 
transportation costs, aryl international flow 
of capital and other factors have pushed 
firms toward exploiting factor advantages of 
multiple nations, thus leading to the 
emcrgenceof alargenumberof multinational 
firms. They observe that it is the deployment 
of factors rather than the factors ihem^ves 
which determines international competitive¬ 
ness. To put ii in another way the main 
criticism against the comparative advantage 
theory has been that none of the variations 
gives sufficient attention to the throughput, 
ie, the technology and (he processes through 
which inputs are transformed into outputs 
by adding value at each stage of the value 
chain. It was observed that value additirai 
by firms during transformation processes 
was substantial and varied widely across 
nations. Knigman (1987) has argued that 
because of ‘linkage externality’ of some 
strategically important industries such as 
steel, semiconductor, and shipbuilding with 
many industries in an economy, promotion 
of tli^ industries by the government could 
improve the economic condition of a nation. 

Though subsequent researchers have 
acknowledged the role played by compantive 
factor advantage in determining trade 
pattenis, they highlight the fact that tbtre 
exist omipctitiveindustries in many countriea 
not endowed with comparative advantage in 
(he relevant factors. Their aigumeni is that 
comparative advantage in factors of 
production is not sufficient to explain 
competitive advantage of a nation [see Porter 
1990 for detailed discussion]. 

Among the trade theorists only Vernon 
(1966) has coosiderd firms as the unit of 
analysis. His product cycle theory explains 
how diffusion of technology over a period 
of time could shift comparative advantage 
firomthe pioneering countries tolMe adopting 
coumriet as some of the firms from the 
pioneering countries became imittiiiationai. 
Someotherwriten(eg.Deiuiusosetai 1989; 
Kanter 1983; Hays and WhecirighC 1983) 
to the Ihlnl catefoiy of Htenture 


attribute the competitiveness problem of the 
US to micro or dim level devde^ments such 
as lower emphasis on manufacturing and 
operation, product and process innovation, 
short-termorientdion ofcorporatemanagers, 
and less emphasis on technology 
develofunent. 

Of late another factor has figured as an 
impoitant explanatoiy variable for the com¬ 
petitive advantage of nations. Some authon 
[eg, Fruin 1992] observe that the most 
outstanding and distinctive feature of the 
NICs is (he unique form of enterprise system 
founded on the principle of mutual inter¬ 
dependence and network relationships 
amongst Anns, close interaction between 
firms and govemmem, significance of non¬ 
governmental organisations,institutions,etc. 
These factors also provide an explanation 
for country level competitiveness. 

V 

Competitiveiicss: An Industry Level 
Perspective 

The three categories of literature that have 
addressed the issue of competitiveness from 
the perspecti ve ofindustries have a relatively 
short history. Literature in categoty 4 has 
compared tiie same sector or industry across 
difTereni nations to identify country level 
factors that determine international com¬ 
petitiveness. Literature in category S has 
focused on internattonal competitiveness of 
individual industijes in a nation and relative 
competitive advantage across industries 
within the same nation. This category of 
literature has received panicular importance 
in determining national industrial and trade 
policies [Nelson 1992], The sixth cau^ory 
of literature has focused on firms in the 
subject industry while assessing its global 
competitiveness. Researchers in this category 
have highlighted firm level characteristics, 
interfirm relationships, etc, as thedeterminani 
of competitiveness of the industry. 

These categories ofliterature do not provide 
explicit definitiofu of cranpetitiveness. The 
implicit definition it seems is the ability to 
export or substitute imports. Difference 
between a product's dornestic market and 
international prices, share in world trade of 
apaiticularindustry. Import penet ra tion ratio 
in the domestic mi^et, total factor 
productivity,etc, have been used as measures 
of an industry's competilivenesi. 

Category 4 authon have sought to show 
through examples and analysis how oatioiui 
environments shape coinpetitiveneu of 
indusuiet. Some authors [eg, Porter 1990] 
havchigidightedhowdifrerenlinduiirylewl 
factors such as siu and quality of hoiu< 
demand, factor conditkms, and nature of 
competition shape induatriel conipetltive- 
neis. Moreover, there are icholari 
(Almnovitz 1986; Nelaon 1990,1992. etc) 
who have focused primarily on the 


compeiiiiveneu of the US, wMIe trying to 
explain her lou of competitivenen in some 
in^triea like textile, tteel andautomobilet. 
They have argued that the US never had 
competitive advantage in theie induitries 
and ai the eooaotniea of different nation! 
started coming up, these industries got 
exposed and lost their erstwhile competitive 
portions. 

Some writers [eg, Amsden 1989; Borrus 
et al 1983, 1986; Tyson 1988, 1992] have 
given prominence to the role of government. 
This school is gaining prominence 
paiticulariyinacademic circles of developing 
countries as increasing information is 
available about how governments of NlCs 
have nurtured infant industries and shaped 
the competitiveness of firms in these 
industries to gradually entert he global market 
and gain prominence over firms from the 
more developed nations. These authors 
disagree with the notion that the rising share 
of Japan and other east Asian economies in 
world trade first in labourintensiveindustries 
like textile, then in capital intensive industries 
such as steel, shi|^ilding and automobile, 
andfinally in high technology industries like 
electronics, computer and tdecommunicaiion 
is the result of a natural catch up process 
as posited by sotiK authors. Their contention 
is that govcirunenls of these countries have 
played a direct and significant role. The 
policy choices exercised by them directly 
aided the industries in achieving com¬ 
petitiveness. They argue that American 
ind usiries suffered at the hands ofthe Japanese 
because of a lack of industrial policies and 
govetnmem support in the US. 

Thehistoricalaccountsafsuccessful NICs 
hysomeauthors(eg,Amsden l989:Jhanson 
1982, Ouchi I9M] have brought to the fore 
the importance of the state as an institution 
inaitainingglobalcompctitivenessinceiiain 
siraiegkaUyimpottaMinduslites.The market 
promoiian policies of the governrnem in 
these countries have focused on those 
industries which have spill over effects on 
the emire economy bmuse of 'linkage 
externality' [Krugman 1987] and on which 
the future competitive success of various 
other industries depend (Tyson 1988]. 

VI 

CoMfctttiveMH: A Fins L«vel 
Fenpcctlvc 

Thereare three streams of IlierMUK, which 
focus their inquiry primarily on individual 
firms. Some authors (Kogtit 1991, 1992; 
Praoris 1992. etc] give primacy to national 
cnvlronmenia of Arms comparing In global 
tnarkeis to exjriain their compeririveneas. 
^noritarfroupofauihonlag, Amsden 1989; 
l^cr l9ttaamib:*I)raao I992)lnvestigi(es 
the characierittlct and dynamics of an 
inthuiry in domeMk and world maritets. 
industrial policies and regulations to 


understand their level and lources of 
competitiveness. The dnrd group of authon 
(e g, Bartlett and Ghoahal 1989; Prahalad 
and Dor. 1987; Prahalad and Hunel 1990) 
focus on individual fiiina and their strategies 
for global operatio ns , resource positions, 
etc, to identify the real sources of their 
competitiveness. These writers treat com¬ 
petitiveness (competitive advantage in their 
lermiiHriogy) as essentially a firmlevei issue. 

According to them competitiveness 
subsumes qu^ydifTereiKes, relative prices, 
manufacturing and distribution costs, the 
ability to market, and the efficiency of the 
supporting marketing and distribution 
systems. They argue that firm level 
competitiveness may be conceptualised as 
competitive position of a firm vis-a-vis its 
competitors both in national and international 
markets in terms of three sets of interrelated 
factors, viz, delivered cost, pnxhict charac¬ 
teristics, and usen’ perceptions about the 
match between a product/service and their 
needs. It can measured by a composite scale 
of cost andquality of product and/or service, 
speed of delivery, brand image, etc. In under¬ 
standing competitive advantage they advo¬ 
cate that market segmemation, product dif¬ 
ferentiation. economics of scale, technology 
diffeieiKes, quality of products, features of 
products and innovation should be taken 
into account, 

A firms competitiveness and competitive 
behaviour resulu partly from its possession 
of a set of attributes, involving institutional 
arrangements within the firm built over a 
substantial period of lime, and partly due to 
the exogenous factors attributed to the 
national environment [Francis 1992]. How¬ 
ever, writersbelongingtacaiegory seven and 
eight emphasise the rdeof exogenous factors 
in explaining the competitiveness of firms. 

Shan and Hamilton (1991) observe that 
there are large institutional, cultural, and 
lechnologicat differences between maikeu, 
and hetKC firms may derive competitive 
advantage over foreign finru in the domestic 
market. The advantage may come from 
instituiionri dilTetences between markets; a 
firms’ position in the network of organi¬ 
sational relationships crucial for the enkienl 
and effective operation of a busineu; from 
tts faniiliarily with the local culture, customs 
and market characteristics or from simply 
being an indigenous firm which enjoys 
prefere n tial treatment by the local govern¬ 
ment. Ifthedomearic market is large enough 
to subshtiae the lou due to low margins in 
the global market then Arms can derive 
subaunriallong-4enn competitive advantage 
by aggressively acquiring market share in 
foreign markets to fBphfly go down the 
experience curve and expM ec o nomi es of 
scale (Tyion 1992], 

Some wae a rchets (Shane 1994; Mtntha 
and liCenway 1994, etc) obrerve that 


organisatknial itructureof govemmenial and 
political hMtitnrioos and socteial expectatiaas 
though relatively ataUe with a country show 
wide variatitms across countries which 
contribute to differenc e s in competiti veneu 
of fumsacrotsnations. Hus viewis supported 
by Brehm (1994) and Jones and Teece 
(1988b), who observe that firms build their 
structures and capabilities on the foundarion 
provided by gove rn ment policy an ti n a tkin ti 
institutions. 

There is an emerging school of thought 
(e g, Kogui 1991, 1992], concemed with 
firm competitiveness tint transcends the 
boundary the firm to encompau social, 
technological and institutional fecton of 
nations. They emphasise that the sp eed by 
which a firm adopts and iiUegreies new 
technologies and ways of organising 
resources needs to be understood in the 
context of regional and national networks 
of firms and institutions. It is based oo the 
notion that these processes take place within 
specific institutional amngemenu amoaf 
firms, and that these institutions are peculiar 
to a particular nation [Francis I9n]. 

The basic argument of this school is that 
every firm has a country of origin and 
differem countries have tMr own way of 
organising work and technology which is 
distinct and difficuU to change. National 
organising principlctpertaiatohowactivitiai 
in the workplace, the corporMicNU and the 
institutions areorganiied.Thecmboilinw B 
of such national organising prindplaa are 
evidem in the artisan andorginised (aciaty 
system in Europe, system of maas production 
in US. and the Im. flexible p ro d ucti o n 
system in Japan [Kogut 1992. Kogut and 
IMinson l992].TheyobiervethaiMiiarical 
evolution is a major determinani of firm 
level (Unerenccs. and these diffesencea «e 
partly attributabletocoontiyttforigineffects. 
Significant differences do exist among 
institutional arrangements of different 
couniries/societies and both govenHacamd 
action as well as histoiical a ccide n t have 
large roles in explamiag how a society’s 
institutional artas^ cm ents evolve over time. 

The concept of ‘country capefailitiet’ aa 
pul forward by Kogul(l99l)briiigatolhe 
fore the importance of effects of poliiical 
institutkma. national diffenncei in ideotagy 
and cuhure. labour teiariops. legal, finatriai 
and distribution sytienu dial affect dm 
strategies firms CM pursue. It is impottant 
to understand the reladon beiwea focianl 
instiuitkias and ecotwm i c action, be couae 
iheinterdependeMpncestorfaneiioniiigof 
a society's inatitotional system hoa m 
iafluoioe oo bow finns act. Dl f fcr en ce a in 
the norma due prevail in the socieiy feods 
to tHfferent hNeraal govemanc e st m emw a 
which affect leandng.campedtivebehavionr 
andpcrfb ima n ce .deapHetdE nrica lo c ono nic 
opportunitiet (Rogui 19921. SInoe r egional 



and national institutions like schools, 
colleges, imiverailies, unions, govemmcm 
and religiout agencies generate isomoiphic 
pressures on Arms to adopt similarorganiang 
principles and practices fPowell and 
Dimaggio 19911 timis even after becoming 
multinational cannot get rid of all these 
organising principles born as a result of 
institutional heritage of the nation of origin. 

Some researchers argue that national 
culture i.s of peripheral importance in under¬ 
standing the competitiveness of rirms or 
nations, but studies (e g, Hofsiede 1994; Jain 
and Trwer I99S] show that national culture 
does mauer. Cazal (1994) aigues that com¬ 
petitive behaviour of rtrms can be driven by 
acombination of certain cu Itural factors adop¬ 
ted to the contemporary world. There are 
difTerenccs between cultures with reference 
to attitude towards the future which lead to 
adoption different management practices by 
MNCs from different countries [Jain and 
Trcwcr 1995}. Yawaia (1994) obs^es that 
Japaneseenterprises' emi^iasison produetkm 
technology and applied research may be 
explained by Japanese society’s traditiofial 
emphasis on Confucianism which advocates 
pragmatism in daily life. 

As many upcoming and dominating Arms 
in iniemational business have their roots in 
the NICs, most notably Japan and South 
Korea, the seareh light of recent research on 
competitiveness has been focused on Anru 
originating from these countries. Most 
Japanese and Korean Arms are highly divers- 
iAed. This facilitates cross subsidisation 
between/among products; provides an 
internal demand to cushion erratic external 
demand: ensures an assured supply of inputs, 
and tailor made ctfuipments for down stream 
use. Because of stable shareholdings, take 
over threats and short-tenn fluctuations do 
not dictate business strategies. 

The Keiretsu system also lends some 
advantages to Japanese manufacturers. 
IntraArm and interfirm networks have been 
recognised as very important factors 
contributing to global competitiveness 
[Tselechtchar I994|. Authon [eg, Tymi 
1994] ,)uve observed that interfirm links, 
intrafirm under standings among people and 
specific business practices help Japanese 
firms to reduce costs, improve quality and 
speed up innovation, it is widely recognised 
that co-operation at the national level was 
a means for these Arms to achieve com¬ 
petitiveness in the global market. Without 
co-operatHMi, given the scale and capability 
requiieinencs to surviveinglobal competition. 
tb» cmapriies were unlikely to be able to 
gamer suftAcieni tangible a^ intangible 
resources, take a foothold, survive and 
become tvorid leaders, imrafirm ties gffect 
iiftemational cotnpetiliveness as Japanese 
*■-tvwfii* bv retaining the 


producedon the soil afothcrcountries. Intra- 
Keiretsu sales also provide a breather that 
helps achicvecconomiesof scale and develop 
technological expertise, and eventually the 
cutting edge through lower production cost 
in certain industries which help to reduce 
import penetration by foreign manufacturers 
[Tyson 1988, 1992]. 

'There is a .strong argument put forward 
by some authors (c g, Tymi 1994] that inter- 
organisational interdependence and the 
importance of institutional interrelationships 
within and across institutions ahd Amu owes 
much to the late development effect in these 
coumries. The co-operative and collaborative 
mode of business in Japan and other 
upcoming NICs has been propelled by the 
n^ for dependence on foreign teclmology. 
Pressures to absorb technology, modify the 
same to suit local consumer preferences and 
reduce the time lag in the race of catching 
up with western Arms have necessitated the 
culture of interdependency. 

The emeigcncc of a large number MNCs 
in the last couple of decades which have 
distributed different activities in their value 
chains in different parts of the globe and arc 
operating in multiple nations has prompted 
researchers to explore factors that have led 
to their competitive advantage. A group of 
scholars basing their research on these firms 
have emphasised the role of factors internal 
to the Arms such as Arms’ strategies, 
structures, competencies and capabilities to 
innovate, and other tangible and intangible 
resources for their competitive success [e g, 
Bartlett and Ghoshal l989;DozandPrahalad 
1987; Hamel and Prahalad 1989and Prahalad 
and Hamel 1990]. ’The etuence of their 
argument is that, as the environmental factors 
arc more or less uniform for all competing 
Arms, competiti veneu arises or results from 
management, leveraging, and stretching of 
resources [Hamel and Prahalad, 1993]. 

While discussing the success of Japanese 
multinational Arms some authors [e g. Fruin 
1992; Hamel and Prahalad 1989; Wonufl; 
ct al 1991] argue that apart from the contri¬ 
bution of the external facton organisaiimial 
learning, effective building, mobilisation and 
motivation of human resources; achievement 
of layen of competitive advaniage through 
continuous developmeM of capabilities and 
competence to move from low cost positirm 
to industry technology leadeniiip by tnere- 
mental process and product innovaiiM have 
alsoconiributedagieatdeal to their rapid and 
overwhelming success in the global market. 

vn 

Sonw RcflcctiofM nod Closanorti 

In each category of Kterature dtKussions, 
argumenUandemphaiisievolvearouad three 
isM)et-dennitkm,me Bi i tr f ,ni e nt . and source 
of compediiveneu. These issues SR idaled 


issue among res ear chers invariably lead to 
disagreement cm others. This cUsagteement 
primarily steins from difTeretioes in their 
disciplinary bias and educational 
background This divide in academics has 
led to the devek^mtent of a piethota of 
theories and explanatioiuofcompetitiveness. 
However, it is apparent that given the 
complexity of the sul^ect no parikular school 
can provide com p rehensive explanatioos. 
Despite the potential beneAts of imegration, 
little progress has been made i n synthesising 
the various theories [Nelson 1992]. At a first 
step towards integrating the extant literature 
it is impoitam to classify it 'This has been 
attempted in this paper. 

It may be seen that academic discussion 
on competitiveness at the national level 
revolves around questions such as - which 
nations have relatively high value of foreign 
trade, are competitive across wide industries, 
and are the national bases of s taige number 
of globally competitive Arms? Why have 
they been able to do so, and how have they 
developed such superior competitive 
positions over most other nations? 

Discussions on industry level competitiv¬ 
eness revolve around questions such as - 
how do factors, crucial for achieving 
competiti veness vary across industiies? What 
are the structural dynamics of various 
industries in global markets? What roles do 
national governments play in shaping 
industry competitiveneu? And discuwions 
on Aimlevel competitiveness revolve around 
questions such as why are Arms originating 
in some countries more competitive than 
others? What are the roles of home country 
environment, government policies, 
institutional set up, culture, structure of 
domestic and global industry. Arm’s internal 
diaractciistics in shaping Ihecompetili veness 
of Arms? How is competiti veneu developed 
and sustained in succeuful Arms? 

MeASUREMEMT OP CoMPmnviNEn 
Indicator Variables 

One of the predoroinant issues that add 
fuel to controversy in literature rdaies to 
measuteincm of competitiveneu. We have 
already mentioned that the commonly 
accepted meaning of the word competil- 
ivetieu is the ability to compete. Hourever, 
the review of literiture shows that very few 
authon have taken this appraaefa to measure 
competitiveneu. Authors have often used 
the pou facto performaiKe dua to measure 
competiti veneu of eHher finnt, iadustty oe 

nations. Asumnuryofihe various definitions 
and vsrisbles for measuringcompetitiveness 

it presented in Table 3. 

We see that in the Mlial yean when 
economistt pnfhfd fKtor coodilhaH as the 

main expianatoty variaMe for the (fiffsiencc 

IB romBctiriveneu acrou oo t miries, they 




ulcany comparing theinpuu to firmt, 
oMivioui to the transformation 
isct within them. The subtequem 
: by using performance data, i e, 
ng the output measure, tried to rectify 
I in measurement of competitiveness, 
king output as the measure of 
titiveness they have been able to 
4 for the difference in value additions 
the tmnsfoniiatioa processes across 
.. However, this approach has its 
s too. As the performance data are 
de only after an event has occurred, 
dity of the predictions made by using 
ifmmation about the competitiveness 
r firms, industries or nations is always 
nable. The performance measure can 
I the competitiveness in the past. But 
predict the competitiveness of the 
in future? Can one predict from 
I productivity analysis which nation 
” to rule the emerging indusiries or 
iei yet to emerge in futuref Can one 
with certainty that firms from which 
i are going to come up with new 
ti that will be the winner in the world 
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projections of the past to the future 
t taking into account the present have 
ns built in the measurement model, 
sent here constitutes with the tangible 
angibte resources possessed by the 
s under investigation. Though past 
nance may have some predictive 
there is little doubt that present 
sandintangible resources col lectiveiy 
nter predictor of competitiveness of 
t in future. 

recently some authors have started 
sing this problem by adopting 
lity or competence approach to 
e competitivenesi (e g, l^ahalad and 
I990atthefirm level and Kogut 1991 
ountry level]. They have advocated 
of ta^blc and intangible asseb as 
■sure of competitiveness. The main 
for not using the capabiiities or 
tencles as the measure of 
itiveneu might be two-folds. Firstly 
ficulty in operationalising and 
ing dim variables and secondly 
ty ittgetting theadetpiaie infotmaiion 
.ring out such exetciie. 

Umt of Analysis 

wr obaervalktn is that the Iteaimeni 
teiitlveiteM isstre differs acrou 
ca may be due to the dilTetcnoe in 
ualysia. We have seen authors have 
her nadon, industiy or firm as the 
analysts even in investigating the 
livcneisofMiiona.Thklng the nation 
duatry « Ae wdt of analysis leaA 
w proMems. If one fbenses on the 
ierel than )• alweyt the possibUity 
looklng.mlcro>level distinctions 


which are also important for underttanditig 
emnpetitivenesa in totality. 

Although by considering an industry as 
the unit of analysis instead of the nation one 
has a better opportunity to look into micio- 
ie vel issues, this approach also has problems. 
The boundaiy of an industry itself is very 
difficult to dearly de ma r ca te; firms producing 
the same products may use different process 
technologiesandmanicemeat practices; they 
may produce different types of byproducts 
and waste matter, and may have different 
degrees of vertical integration and 
diversification. If we take the product 
approach of classifying an industry then the 
byproducts or products manufactured from 
the waste of firms belonging to one industry 
by some other firms or ancillary units may 
not fall in the same industry. But some of 
the byproducts and the products produced 
by recycling of waste may have good market 
value, may be internationally competitive, 
and cam valuable foreign exchange. Some 
questions therefore arise - should these 
earnings be considered as the earnings of the 
industry of primary products or that of the 
secondary products? How should these 
earnings be incorpomed in our analysis of 
competitiveness of the industry? 

Lm us assume that all the steel plants in 
a country produce steel at a cou higher than 
that rcquirol to be competitive in imemaiional 
markets. There are several potential by¬ 
products of steel plants - ammonium 
sulphate, benzol, naphtha, etc. Moreover the 
blast furnace and coke oven gas produced 
in steel plants can be used by gas-based 
power plants to yield electric power. They' 
also produce wastes like blast fiimacc slag, 
which may be used to produce building 
materials such as cemem and chips. Let us 
assume the by-products, power and the 
products from the waste are produced by 
some other ancillary firms at imernationaliy 
competitive costs and quality, levels, which 
cam or uve foreign exchange. Accofdtng 
to analysu, who consider the industry as the 
unit of analysis for dealing with the issue 
of competitiveness, contributions of these 
ancillary uniis will not be considered while 
assessing the competilivenest of the steel 
industry. With this assumption it may be 
concluded that the steel industry would be 
considered to be uncompetitive. Many 
economists may aigue that as steel produced 
in the country is coitlief than that available 
in the inteniMional market, for the overili 
wetfare of the country’s eeonomy it would 
be belter to import steel rather than produce 
it. Let us assume that we can calculate the 
total economic km suffered by acoumry if 
it continues to produce sied rather than 
resort to wholesBie import. If titis economic 
toss is, however, well compeniaied by the 
earnings fromiheintanatioiNiHyoomiKitilive 
by-products and producu from the watte of 


the steel plaati. ahould a country ckise dosm 
the steel indualty and go for wholesale import 
of steel? 

Let us look at the caie fiom another angle. 
A finn in the tted industry of the stdqect 
country owtu an in tegra ted steel piani and 
apart from producing sled it alio processes 
the wastes to pnxhice by-products, power 
and other products using thesaraeiechnology 
and similar management pnetioet as need 
by the firms in the steel and ancillary 
industries as mentioiied earlier. Thu would 
imply that the actual cost of production of 
steel and by-ptoducuftom the w a stes of this 
finn willbe thesameasfonfaeadKrfimu. 
Therefore, steel would be intenutionally 
uncompetitive but the by-pcoduett would be 
competitive. BuL being vertically inte g t a eed 
this firm can cross subikUie steel by its 
earnings from the by-products and thoeby 
reduce the selling price of steel to become 
globally competitive. Further if it is a 
diversified firm it may cross su bs idi i c fta 
steel business by its earmngs from the other 
businesses loo. In fact case hiuonet of many 
Japanese and Korean firms (the zaibatau of 
Japan and the chaebol of Korea) clearly 
reveal the incidence of crots lubddisaiioa 
across businesses to attain global 
competitiveness[fordetai]ieeAinaden I9f9 
andTyson 1992]. It is evident therefore that 
if a researcher or an aiulytt tesaktt analysu 
to the industry level it would be citnnmriy 
difTiculi, rather impossible, to gnip the 
compkxiiyoftheconoeptofcoiBp c til i re aca a 
and draw a widely acceptable coo efa uiotL 
The complexity increases ftmber when a 
number of diversified firms ate opet a iin g In 
multiplcreluedanduatelattdiadiuiiicawiih 
enormous scope of ctou suhsidiaatkM. 

But then how should one meaaurc 
competilivciKSs? What should be the unit 
of analysis? From a theoretical su ndpouu 
there are two distinct chokes availabte to 
researchers for measuring competitiveaett, 
either to use a market based measure, i e, 
from the point of view of the ewu o mar or 
a product based measure, i e. from the point 
of view of the producer. ’The ideal unii of 
analysis in the first approach is a partknlar 
product which is boii^ by custoaaen and 
the point of measurement is the momant of 
purchase. For adopting the second appionch 
a firm as the unit of anaiysii to bett uttei. 
There are auihofs who argue dui at the firm 
level competitiveness is cnaier to 
conceptualise as competitive pofitiM of the 
firm vis-a-vis its competitors. Throt 
inieiretoied factors - delivered cost, produet 
characteristics, end usen’peroeptiQna dbiwt 
the much betwe en a pmduci/tervioB lud 
their needs can be used to determina a Brm’a 
conqietiti VC position. Itcanbameasamd^ 
a composite scale of cou atid tpsaNiy of 
product andfor service, spend of tWivoiy. 
brand image, cte. On AuAer eaplomdon it 



can be seen that the delivered cost of a 
product i( ^vemed by six broad categories 
of factors, viz. cost of output.coslofdelivery 
to ctMtomer, premium for the quality of 
product and .service and the brand image 
associated with the product, pricing 
behaviour of competitors, and finally direct 
and indirect subsidies provided by the 
government. It can be represented as follows; 

Price of Product = f (cost of output; cost 
of delivery to the customer: premium for the 
quality of product and service and brand 
image, pricing behaviour of competiton; 
direct and indirect government subsidies). 

To measure competitiveness it would be 
necessary to assign a value to each of the 
facton to develop a composite scale which 
is by no means an easy (ask. Apart from the 
difficulty of getting adequate information to 
calculate the various costs, there is the 
problem of quantification of factors like 
premium for quality and brand image and 
allocating the subsidies to individual 
products. Moreover, there may be ambiguity 
and controversy regarding tlw inclusion of 
subsidies indirectly provided by the 
government. 

As discussed in a previous section the 
competitiveness of a nation has to be 
conceptualised by some authors as 
cumulation of competitiveness of all Hrms 
operating within its boundary cutting across 
the distinction of industries or group of 
industries. However, projecting firm level 
competitiveness to the level of industry and 
nation is not free from problems. 

Problem may be envisaged particularly in 
dealing with MNCs. which have differem 
activities in the valuediain located i n di ffeieni 
countries. The benefits of competitiveness 
of these MNCs do not accrue to only the 
nation of origin but several other nations. 
For example, Toyota, a Japanese automobile 
giam has manufacturing bases not only in 
Japan but in the US and some European 
countries. Thus it contributes to the 
productivity of each of these nations. It may 
be exporting vehicles from some or all of 
these manufacturing bases and hence 
cootributing to foreign exchange earni ngs of 
these countries. While measuring the 
competitiveness at the national or industry 
level Che contribution of Toyota has to be 
included for each of these nations. But what 
happens if Toyota being an integrated 
company cross subsidises operationsin Japan 
through its operations in the US leading to 
the accrual (rf more benefiu to Japan than 
the US? It may happen the other way also. 
As a multinaiioiu] firm, Toyota’s objective 
may be to maximise its corporate benefiu 
end to achieve that it may resort to cross 
subsidisaiion of operations in one nation by 
those in otben wiihotH caring for whether 
it benefiu Japan or the US or any other 


researcher does not have access to all the 
lelevam information to normalise the benefiu 
oftbecrosssubttdisationofbusinesiesaciou 
nations the cumulation of firm level 
competitiveness will not give a tnie picture 
of industry or national level competitiveness. 
With increasing globalisation of businesses 
and iransnationalisation of firms the difficulty 
in extrapolating firm level competitiveness 
to the industry and national levds would also 
mount and be .subject to error. 

vin 

ConclusHHU 

A firm may have several producU and 
businetis units. It is also part of an industry, 
which is in turn a part of a national 
environment having a unique historical, 
institutional and cul tural heritage. Thus other 
than its intraorganisational characteristics 
competitiveness of a firm depends critically 
on a variety oi external factors such as 
government policies, institutional and 
industry structure, availability of factors such 
as finance and information, cultural heritage 
of the nation, intcrorganisacional linkages 
with other firms and with supporting 
institutions such as R and D laboratories and 
universities of higher education, etc. 
Involvement of so many variables makes the 
subject of competitiveness extremely 
complex. 

Given its complexity an eclectic approach 
may therefore be appropriate for doing 
research on competitiveness. For a complete 
understanding of the conceptual and 
theoretical underpinning of compel iti veness 
it is necessary to look into the arguments put 
forward by different schools of thought 
irrespective of their methodological 
differences. 

Moreover, the issue of competitiveness 
needs to be addressed at all levels not only 
for academic purposes of gaining a complete 
understanding of (he subject but also from 
the perspective of practitioners. Policy- 
makm are concerned about the issue from 
the perspective of the economy as a whole? 
or multiple industries, and sometimes of a 
single industry. Industry analysts and 
assodationt view competitiveness from the 
perspective of their respective industries. 
While firm owners, directari, and CEOs are 
more concerned with firm level analysis; 
managers and consultants are moreintereiled 
in busineu and product level analyset. 

Given rite complexity of the conoqit and 
the muitiplicity of stakehokirn the concept 
of coaqtetiUveoeu is Ukdy to remain an 
impoftant area of reaearcb in econwilca and 
manageroettt. Clarity regarding the definR ioo, 
unit of analysis, variaUes under acrudny, 
and the level at which the iiaue ia being 

facilitate the deveiopmeal of the Htieet 
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The Dynamics of Competitiveness 

Interactive Process between Markets and Assets 

D N Sen Gupbi 

Long-term competitiveness of a firm is reflected in its ability to sustain above normal profitability over lime. 
Firms that remain competitive and profitable over time are likely to exhibit four characteristics, namely, increasing 
productivity of form and capital, continuous changes in their mix of assets and markets, a steady upgradation 
in markets and assets, and growth. Moreover, in contrast to equilibrium or life-cycle models, process models, 
by focusing on the behaviour of firms, provide a flexible analytical framework for studying historical evolution 
of a firm and understanding why different firms perform differently. 


COMPFimVENESS of fimu is a mailer 
of central concern to strategic tbeoriite. 
Although economists have not addressed 
this issue directly, a lot of theoretical and 
empirical work done by industrial 
otganisation economists in recent yean does 
in fact throw useful light on it This paper 
tries to provide a flavour of this woric and 
relate it to impoitant strands of strategic 
theory. 

Theeconomkmeanmgefccmpetiliveness: 
The competitiveness of a firm is the 
oompetitive advantage it has over its rivals 
in tlte maiicet or markets it opoates in. 
Competitive advantage, as I^rter,' an 
econofoist turned strategic Iheorisl, puts it, 
"prom fundamentally out of value a firm 
is able to create for its buyers that exceeds 
the firm’s cost of cresting it. Value is what 
laqren are willing to pay.” 

Kay.’ another economist and part time 
strategic theorist, develops the concept 
ftMber. 

The key measure of corporate success it 
added vahie...lhe difrefeoce between value 
of a firm’s output and the cost of film's 
iapots...a compkhive advantage is some- 
thing that one firm has over another... Where 
no explicit conqMntor it ttsted, the tele vsm 
benchmark is the marginal firm in the 
industry which stili finds it worthwhile to 
serve the niaricet...marginal finns neither 
add value nor subtract it ..In order to measure 
competitive advantage or added value it is 
neces sa ry to nuke a charge to the firm for 
the capital employed in the business. 
Economistt will recognise immediately 
that viewed this way, the competitiveness 
of a firm is nothing but its ability to earn 
a tent or super-normal profits in the market 
or markets it aerves. We may add a dynamic 
dinenrion to this by defining a firm’s 
competitiveneH as iu capacity to sustain 
above normal profitability over time. Hiis, 
in its lUfB, depods ui the film’s alHlity to 
compete with its rivals in the Schunifieterian 
seaM.i e. by surviving a process of "creative 
deswetion". 

In this paper we are ml concerned with 
the welfare impticabons of competiiiveness, 

* *i—j Umamwe. lince tbeie are 


two observations in passing. A firm can 
remain competitive in the dynamic context 
only by allocating resources efficiently over 
time. Even in the static context, it can be 
shown that, provided there are no artificial 
barriers to entry which encourage rent- 
seeking, in a simple model of homogeneous 
oligopoly relative efficiency of firms 
determine their relative market share and 
profitability.’ 

Competitiveness and elasticity ^demand: 
A fiindiunental result from micro-economics 
is that the margin of profit earned by a firm 
is inveracly related to the price elasticity of 
demand fbr its products.^ The profit- 
maximisiiig firm so sets its price as to equate 
the cost of producing the marginal unit of 
output with the net revenue earned by selling 
it. The lower the price elastietty of demand 
for its product, the larger is the difference 
between price and marginal revenue and 
therefore betwee n price and marginal cost 
at the profit-maximising price. 

The elasticity of demand for a firm’s 
imxhict is detemined by three things; the 
industry elasticity of demand, the market 
share of the firm and the price elasticity of 
supply of the firm's competiton.’ To see 
why this is so consider what happens if the 
firm decides to increase lu price unilaterally. 
The price increase will le^ to the industry 
as a whole and the firm in paiticular losing 
some sales because buyen will reduce their 
purchases. This bus of sales will be larger, 
the higher the industry elasticity of demand. 
Second, in response to the price increase, the 
firm's comperiion will expand their outpid 
and the firm will snfier an additional lou 
of sales because of a reduction in its market 
share. This adchtional kws will be larger, the 
higher the compedtore’ price elatt^y of 
supply. Third, relative to the flm’s exl^g 
sales, these losses will be gnMer, the lower 
the firm’s share of total induatty sales. 

How can the firm reduce the elasticity of 
demand for its products and increaic Jto 
super-nonml proflu? It can cbooaetoopcraie 
in inelastic maritets. h can ay to acquire a 
Mgh share of the productive awcU of the 
industry sodiai It hasahigli share of industry 
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competitors so that they carunt easily expand 
their asset stocks and increase output in 
response to iu price increases. 

Building entry barriers: A firm erects 
entry barriers for iu comp^ton by creating 
either a cost advantage for itself or a 
preference for iu products for which buyers 
are willing to pay a premium. A firm’s cost 
advantages could arise from economies of 
scale, preferential access to inputt or higher 
productivity resulting from learning or 
superior technology. Buyers pay apremium 
for the firm's product because they believe 
that it will cost them more to use alternative 
products. This could happen under one of 
two circumstances. The characteristics of 
the product could be such that they meet the 
buyers’ re^dremenubeoerthan competitive 
producU UKt the perceived value of the 
additional benefiu to consumers resulting 
therefrom is more than the premium paid. 
A concrete example is that, other things 
being equal, a buyer will pay a higher price 
for a pn^ct available nearby as long as (he 
premium payableit lower than the atUtkmal 
cost of traiupoiting the same product from 
a distant plaix. Ahetnatively, the producU 
may have similar characteristics, but the 
buyer incurs a "twitching cost” by thlfiing 
from the product she is using at preseitf,* 
These twitching costs may result from 
learning (eg, software programmes 
associated with computer hardware), 
transaction cosu (e g, cotu of dosing an old 
bank account and opening a new one) or 
nunketing devices (e g, the fretpient flier 
programme of airiines). 

Whether a firm builds entry barriers by 
creating a cost advantage for k^or a buyer 
preference for iU products, it does so by 
investing in tangible and intangiMe aaaeu: 
physical asaeu for economlM of scale and 
production efficiency: knowledge for 
superiori^ of productt Mid productivity; 
lepulMioQ and telatioathipi for prefnrntial 
access to inputt and mariEets; and human 
capital for effidency fliwiigh Isning Such 
asseu confer competMve ndVMtpge on a 
firm for one of (wo mesons. Bkhcr diey are 

npiijpf end not availaHe to cempelifofs, in 
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I KMCfty rent accroiog to dteae aiMli.' 
invctdiig in thew ataeu the Arm pre* 
the nuiket and tinlu it* coits. At the 
levet of output and price, the flim 
. rent But since iu avoidable cotta 
ver than those of a potential entrant, 
:ale entry by a new enttam runt the 
expanding the output and driving the 
own to a level at which new entry 
et unprofitable. 

e it considerable empirical tupport 
contention that high market shares 
^banien help profitability. Research 
he profit impaa of marketing itraie- 
^IMS) programme sponsored by 
itegic planning unit, Cambridge, 
':huseus, establishes a significant 
ml association between the market 
and profitability of firms.' The 
snee of investing in intangible assets 
ding entry barriers is brought out by 
‘ by Grabowski and Mueller.’ They 
hat advertising attd R and D should 
.ted as capital and not revenue 
iture and, after correcting for this, 
id that both advertising and R and D 
y of firms areimportant determinants 
Itability. Coimolly and Hirschey," 
simultaneous equation-based model 
A market valuation as a proxy for 
bility, find R and D intensity 
jtes to profits and profits increase R 
intensity. Esposito and Esposito" 

! evidence of entry detenrmce through 
lent in physical assets. Their study 
wt that industries withan intermediate 
' concemration tend to exhibit more 
capacity than industries with very 
very low concentration levels. Masson 
Ban*' use a simultaneous equation- 
model to explore the interaction 
1 excess capacity and profit mvgins 
1 that excess capacity inhibits entiy 
ses profit margins. In the Indian 
, Sidilhacthan and ^ndii'* study the 
lilding behaviour of large firms in 
igopolistic industries in the pte- and 
leralisation periods and find that 
a proxying for technolofical and 
ing activities have a stronger 
ion widi capacity-bttilding activities 
Bcood perM than in the first. They 
eihalfiwiiHcteation of entry barriers, 
ependcncehasslnfted from licensing 
ons in the pie-liberalisalion period 
eliiigand sechnotofical activities in 
•lih^isalion period. 
m a i h rt optra^oHS at a source cf 
Ifrenes*.’ The so ur c es of c o mp et i - 
diiniiaed above would apply to a 
lich opanSna in a single nuuket Bui 
arivc some addidonal competitive 
as by virtue of opbMiing in more 
nsackat which results In eoonon d es 
and aoepa." There an economies 
became dm fim's aitois, espedally 


the intangible assets, can be utilised more 
fully. If the markets are vertically or 
horizontally related, there is a saving in 
transaction costs. Operation in related 
markets gives the firm greater market power 
and opportunities for -joint profit 
maximisation. 

ManyitudiessiqiportlbetibovecoiHention. 
Carter,' ’ for example, examines the effect of 
multi-matket oper^onson profitability after 
controlling for concemration and entry 
barriers, and finds a positive association 
between the two. Vertical imegiation is found 
to be more profitable than horizontal 
integration. The evidence in India is more 
mixed. Saple** analyses the 1990-94 data 
relating to 28 diversified firms and compares 
their proruability with the weighted average 
of the profitability of non-di versified firms 
operating in the same industries. She finds 
that some diversi fled firms do better than the 
weighted average and some do worse and 
the ones that do better tend to restrict 
themselves to fewer industries. These 
results probably reflect the fact that Indian 
firms are still in the process of growing 
out of a situation where the choice of 
markets was dictated by regulation and not 
economics. 

Firm as a bundle cf nuukets and assets: 
To sum up, the firm derives its competi¬ 
tiveness basically from two sources: the 
markets it operates in and the assets it owns 
or has access to.” Markets are impottam for 
the structural characteristics of individual 
markets and the economies of scale and 
scope arising from multi-market operations. 
Asseu are important for building market 
shares and creating entry barriers. Since 
profits result from the application of assets 
to markets, they have to be kept well aligned 
and are equally impoitam. 

The profit-earning capacity of one firm is 
differem from another's, b^use no two 
firms represent identical bundles of markets 
and assets. However, insofar as they operate 
in the same market or markets, they do share 
the same opportunities and conttniius. The 
profiiability of afinn is therefore determined 
by both industry and firm-relaled factors. 
Recent research uKhcHea howeverthatfiim- 
related facton are far more impoitam than 
industry-related factors in ex^aining the 
profitaWlity of firms. In an analysis of 
variance of profits acrou butiness uniu, 
Rumeh*' estimates dial fitni and induatiy 
eflecu contribute 46 per cent and 8 per cem 
of the variance respectively. In a more racera 
study, the corresponding estimates of 
Roquebett. PMHipt and Weairall'*are 3S per 
cent and lOper cam fespecdvely. Itbhowever 
Nkely that induitiyefE^ are more important 
in India, but there ia no empirical woik on 
Ihia iu)i|ecL 

OoetamtpeddvnettpertittTPInulkit 
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but thetrcompetitivenessdeclines over rime. 
In a seminal laidy which analyses data 
relating to 600 US firms, Mueller'" found 
that over time ttiper-normal profits earned 
by firms tend to perrist but also converge 
to a normal level. A follow-up study" 
covering six countries confirmed this result 
and found that the rate at which profits 
converge varies from country to countiy. 
Vaidya” in a similar study, using Indian 
data, finds that in India a stiller proportion 
of companies than in other countries earn 
super-normal profits, but there has been no 
significant erosion in these profits overtime. 
However, as Vaidya himself points out, this 
should not lead us to conclude that Indian 
companies are able to sustain their 
competitiveness better, as his data relaie to 
ihepre-1991 period which was characterised 
by policv-induced emry barriers. 

For some firms theloss ofcompetitiveness 
over time is so severe that they become 
unprofitable and split,merge with others, get 
taken over or simply wind up. In a recent 
study. Strati X Consultants of Amsterdam" 
estimate that the average life expectancy of 
European and Japanese companies is less 
than 13 years. Scherer and Ross" caknlale 
that of the top Fortune 100 compames in 
1977, as many as 30 had exited the top 100 
list in 1987. However, while the mortality 
rate of companies is high, those that manage 
to live long seem to do very well. Poms and 
Collins.” in a study of 18 companies whidi 
have survived for over 100 yean, have found 
that these companies have outperformed the 
US stockmarketby afactorof IS since 1926. 

HowdofirmssustmneompetUivenessever 
lime? As we have seen earlier, a firm earns 
above-normal profits at any point intimeby 
building entry barrien for its compeiilan. 
It docs so by either cieatuig assets vrhich are 
unique and not available to its competkors 
or by pre-empting the markets it serves by 
sinking its costs afbuildini assets. But over 
time these entry hairiere tend to break down. 
Fust, the uniqueness of the firm’s assets gel 
eroded because of spill-overs to as well as 
imitation and innovattons by oompetitois. 
The firm has to suy ahead by innovating and 
creating better and better assets which can 
generate more and more output per unii of 
asset input through cost reduettoa aiKVor 
product upgradation. Second, the eniry- 
deteningbidancebetweenthcfirm'sinaikeis 
and assets keepschanging because of natural 
or episodic changes on the market and asset 
sid^ To remain competitive, the (inn has 
to keep improving the productivity of tit 
assets through a continuous process of 
quantitative and quiditative re-alifmneni of 
iff marttets and assets. To sum up. tn the 
dynamic context, competition lends to drive 
prices down and mcieasc teal wages. 
Paced with this situation, niricss there are 
opportwnties for reni-aceking. a firm can 



mtintain above nonnal profits only by 
incTcaiing the productivity of its labour and 
capital farter than its competitors. On the 
aiaet tide, a firm’s stock of asseu tend to 
expand nanirally over time, with intangible 
.asicti growing faster than tangible assets. 
To maintain its value in the stock-market, 
a profitable firm has to plough back a part 
ofits profits forincieasing its slockof physical 
assets. Even without any nominal addition, 
the film’s elTective stock of human capital 
grows over time because of learning. 
Intangible assets like knowledge, reputation 
and relationships are a bit like public goods. 
Once created, they can be utilised almost 
costlessly to expand output. The faster the 
fmn expiuids and upgrades its markets, the 
more productive docs itbccomcby exploiting 
this natural growth and upgradation in iu 
assets or the so-called dynamic economies 
of scale. Otherwise, it is left with surplus 
assets and becomes unprofitable. As the 
Boston Consulting Group (BCG) points out, 
if a firm's return on capital (ROC) 
consistently exceeds its rate of growth, its 
profitability will keep falling.^ 

On the matket side, some markets grow 
and become more sophisticated. Firms have 
to expand and/or upgrade their asset stocks 
to retain market shares and competitiveness. 
If they can take advantage of the dynamic 
economies of scale and scope and expand 
output faster than thdr asset stocks, they 
become increasingly more productive. Some 
markets become unattractive in terms of 
growth and/or profits because of life cycle 
or other structural factors and firms have to 
change their mix of markets to maintain (he 
productivity of their assets. We thus have 
an interactive process where changes on the 
market tide le^ to changes on the asset side 
which lead to fiinber changes on the market 
side, and so on. 

Economic characlerisiics of a tucces^l 
firm: Based on (he above, we may surmise 
that a successful firm is iikel y to exhibit three 
diancteristics. It will use its labour and 
capital more productively over time. It will 
ke^ changing its mix of asseu and markeu. 

It wilt keep climbing the so-called “ladder” 
of aaiett a^ markeu <e g, Nirma has moved 
steadily upwards from labour to capital to 
reputaiion-ijuensi VC producu and bom lower 
tohighertegmenuoftheaoapaanddetetgenu 
market). And it will maintain a healthy rate 
of growth. InthecontcxtofthelndiaaleKtile 
industry, for example. Reliance la Hkely to 
maoifert Ibew characteristics more than 
Arvind which is likely to inanifert them 
moK than Standard Industries. 

However, growth need not be an eaienttal 
characteristic of Mcceisful rirnu. They may 
rail out their sutplw aascU (e g, inier- 
corporau invcHitmta or liceniing of 


Some firms may not maintain steady growth, 
but exhibit a cyclical pattern of growth aitd 
contraction. They may “re-structure", i e, 
contract periodically to shed unproductive 
assets and unprofitable markeU, bring about 
an unce-and-for-alt parity between asseu 
and markets, and grow from a lower base. 
A recent example of this is ICI (India), which 
not so long ago .shed SO per cent of iu 
businesses and is now trying to expand iu 
remaining businesses. Some firms may riot 
grow much, but maintain profitability by 
becoming more and more specialised and 
focusing on higher and higher market 
segments. 

Growth andprafiiahiliiy in the long run: 
Unfortunately, of all the above hypotheses, 
only the a!>.<iuciaiiun between growth and 
profitability has been tested empirically. A 
number of studies covering different time 
periods and data sets do indeed report a 
strong association of growth with 
profiiabiliiy. Of the many variables tested 
by Mueller” as explanations for the 
persistence of prufitahiliiy, market share and 
growth turned out to be statistically 
significant. In the Indian context, this 
association is confirmed by Singh" who 
analyses the data for 93 pharmaceutical 
companies forthe 1 %7-^8 to 1976-77 period 
andexplores Ilic interaction between growth. 
profitaUlity and indebtedness. 

To be able to grow, a firm must make both 
(he demand for its producu and the stock 
of iu tangible and intangible asseU grow. 
If the firm can make its asset-stocks grow 
faster than its demand, it is demand- 
constrained. If it can nriakc iu demand grow 
faster than iu asset-stocks, the firm is 
resource-constrained. The realised growth 
and long-term profiubility of the firm is 
determined by the constraim binding on the 
firm. However, as we have seen earlier, if 
a firm remains consistently demand- 
coastraiaed, it will suffer an erosion in iU 
profitability and become resource- 
constrained eventually. 

Diversification as an engine of denitnd 
growth: h would appear that the growth of 
large finna is in geii^ constrained by lack 
of opportunities on the demand side. In a 
study of several hundred US corponUons, 
Btmmd et aF*faund that investmenu funded 
by retention earned much leu than that by 
new equity. A study by Grabowtki and 
MucUe^ coverii^ 759 compamet provides 
aplauiible explanation for this phenomenim 
by showing that tnattue companies realise 
much lower retutn on (heir investment than 
mm-mature companies. They contend (hat 
a firm has lucrative Investmeotopportunitici 
during (he early rt«gei of iu ilfb which call j 
forexienial finandiig. But as it maiuics. iu 
cuh inflow increaaesr investment ' 



sutprisingiy.largefitms which areaUolikel 
to te mature firms tend not to grow as fa 
as small firms. “Nearly all recent empiric 
studies...have found, using linear or lo. 
linear regressions.that growth rates v 
inversely related to the size of firms. Thei 
may be bias in this in that slower growin 
sm^l firms may exhiUt a much highr 
incidence of banlnu^cy than itow-growin 
large ones, thereby removing themselve 
from the sample’’." Singh's” studyoflndia 
pharmaceutical firms confirms that Ih 
growth of large finns is demand-conrtraine 
and that there is an inverse relationshi 
between firm size and growth. 

Large firms have to diversify to be obi 
to grow rapidly. The growth of specifi 
markeU is constrained by such 'structural 
parameters as income and price-elasticitie 
of demand, growth of per capita income on 
papulation, macro-level shifts in relativ 
prices and income distribution, govemmer 
policy, etc. It is also hypothesised that owin 
to secular changes in consumer tastes an 
technology, every successful product goe 
through a distinct ‘life cycle' in each of it 
markets. A hesitant start is followed by rapi 
growth, maturity when growth rrtes slov 
down and eventual decline when growt 
rates become negative. U pto a point a fiin 
can stick to one market and still grow rapidl; 
by increasing its matket share. But k ih 
firm becomes big, further increases in it 


Netv Books from, Kanishka 

MEDIA AND 
COMMUNICATIONS 

New Information Order 

by 

Mridula Menon &Ved Pnkasli 
Candhi 
Volunw—I 

Mass Media and 
Communication Strategies 

Volume—2 

Development Communication 
and Media Debate 

(Set in Two Volumes) Rs. 995 


KANISHKA FUBUSHERS, 
DISTRIBUTOKS 
40B7/5-21A. Atiaari Road, Duyaoani- 
New IMhi 110002 (IndkO 
Phortaa; 327 0497, 326 8283 
Fax: 11-328 0023 (KANtSHKA) 




etiinfe itKt having anotioeably advene 
ton Ihe volume of builneuei^jtqred by 
qor competiton. The latter then itarts 
“ retaliatory action and it becomes 
Kingly diflicult to grow at the expense 
iipetiton. Anoligopoiislicstabilitation 
irfcet shares takes place. Paced with this 
ion, MDsIble finm maintain their growth 
(ofitability by re>investing only a part 
:ir profits in existing slow-gtowth 
.nses and investing the surplus in new 
rowth businesses. 

number of studies support this 
ntion. Hassid,” in a study of private 
r companies in the UK with over 100 
yees, finds that firms' growth rates arc 
antially constrained by ihe growth of 
Imary industry in which they operate, 
lat diversified firmsgrowon an average 
50 per cent faster than non-di versified 
Siddharthan, Pandit and Agarwai'* 
le 1981-84 data relating to 385 large 
facturing companies in India, using a 
■ in which growth and profitability are 
nined jointly inter alia by indicators 
rtical integration and internationali- 
i. They find that while vertical 
atioii has a favourable effect on growth 
Honubility, internationalisation (as 
Bted by export-intensity) has an 
Durable effect. This result no doubt 
IS the fact that during the period under 
large Indian firms in general exported 
cmnpiilsion and not for prufii. 
ored vs coaglomerate diversification: 
enerally agreed that for a firm to be 
slitive in a new business, it must have 
initial advantages. But there is no 
ncflt on what these advantages could 
least three views can be identified on 
>K view is that the firm's initial 
tage is iu capacity (o invest, arising 
the surplus cash flow which reduces 
metunity cost of capital. BCXj' t product 
lio model suggests that firms should 
ify into high-growth businesses and 
in building market-shares. The 
,)lioa is that potentially, all firms have 
j similar cost structures and operate 
same leanting curve. If a firm is able 
Id up a higher tnafkei share than iu 
nito^ H would have accumulated 
rteaming aadgained acott advantage, 
and his followenP alM advocate a 
rappioach,exccpt that iniheif scheme 
s not only should the market growth 
;h. but the structural market 
ections should be such m can be 
ledtoaeaie ‘lustainable' competitive 
itages through pre-emptive and 
ory invcitmenls in tangible and 
ihle aiMts. A aemtd view is dial Ihe 
inidal advaMagas Kite from positive 
naiket spUI-ovan, Ukc economies of 
•oope Mid laamiag; prior presence in 
wMlrnlsIiindingteitdiicedtiansacticH 


ootu and/or increased market pow e r, and 
risk diversification. New businesses should 
therefore be chosen not only on the basis of 
their structural attractiveness, but also with 
a view m capitalising on and/or strengthening 
the firm's distinctive capabilities. Ansoff.^ 
an early proponent of this view, suggesU that 
a firm should diversify into new businesses 
which have a “synergy” with iu existing 
businesses and synergy resulu primarily from 
fuller utilisation of the firm's tangible 
resources. More recently .thefocushas shifted 
to intangible assets which ire less product- 
specific, have a low marginal cost of 
production and the use of which is restricted 
only by managerial vision. Hamel and 
Prahal^,” for example, suggest that firms 
should choose their new businesses on the 
basis of their "Core competence'' or the 
"collective learning in the organisation, 
especially toco-ordinate diverse production 
skills and integrate multiple streams of 
technology” which provides access to a 
variety of products, contributes to perceived 
consumer benefits and, being imbedded in 
ihcorganisation, isdifficuh toimhaie. Teoce” 
emphasises “organisational knowledge" 
which has to be used internally because it 
cannot be sold profitably in the market due 
to high transaction costs. Kay” proposes a 
more general framework consisting of 
innovation (knowledge), reputation and 
aahiiecture (relationships). A third view is 
expressed by Khanna and Palepu^ who do 
not make a distinction between firms and 
closely co-ordinated groups. According to 
them, in emerging economies where maikcU 
and institutions are highly inefficiem, ihe 
capacity for imenul co-ordination can be a 
very impottant advantage for such groups. 
This is why Keirelsus in Japan, Diaebols in 
Korea and Groupos in Latin America have 
diversified successfully into fields apparently 
unrelated to their existing lines of busineu. 
If we subscribe to the first or third view, it 
is immaterial whether the firm engages in 
conglomerate or related diversification, as 
long as the new markeu have the appropriate 
structural properties. If we subsci^ to the 
second view, it becomesimponam to restrict 
ourselves to related divenificatiDn through 
such modes »internaiionaliiatian, horiaoBtd 
and vertical integration. Empirical studies 
suggest that related diversification is in 
general more succeuful than unrelMed 
divenifiaaion. Hasifcf inthellK and Beny* 
in Ihe US find that di venincatioa into a new 
4-dlgit industry within the sartK 2-digit one 
genera t es more growth than divenification 
into anew 2'difit irtdintry. Leenw,^ in a 
pioneering study using Canadiin data, 
identifie* the stiwtunl duncterisiiGt of 
indusirtes and stniegic chHicierulict of 
finm Hid finds thii diveraillcattan is hwm 
successful when ttie firm and indusify 
chancieristia hc well-MMchel 


ir"relKedne»” does indeed matter, then 
there must logically be an optimal leweT 
of diversification. As a firm moves further 
and further away from its strengths, we would 
expect the benefits of diversification to 
decrease and costs increase and there must 
come a point when it is no kmgef profitable 
lodi versify. However, the optimal level may 
itself change over tiriK and in the dynamic 
context both (he level and the “rate" of 
diversification must ibere f oie be im p ort a nt. 
Unfonunately, we have not come acroM any 
worth whi le work which throws lighten Iheae 
aspects. 

Investment in assets md campelilimHSS 
in the long run: In theory, the profit- 
maximising firm will align the growth of ha 
asset stocks with growth in demand in the 
following manner. Since exCetnal finids are 
not available for intangible assets wfaidi 
cannot be hypothecated, it will so allocKe 
its internal funds amongst various tangible 
and intangible assets as to equKe iMr 
marginal returns, discounted for risks and 
depreciation. At the same ttane, the ftmdi 
allocated to umgible assets wfll be leveraged 
by external funds until the discoanlad 
marginal return cquMri (he weighted cent 
of capiul. This approach, by htrlntling aB 
profi table projecb will maxuMKbodi peofiK 
and growth. Thus, a firm nwy lose ha 
competitiveness by imder-inveidBt, uMaer 
because it does not f $m m e enough eaih, 
nr it discounts its ftmne cMb inllows too 
heavily, or its coal of oftkal it loo Ugk. 

In practice, h is extr e m ely diffiadt to 
calculate (he rhscounted maigU reinras on 

inungiUe Kseti. We can do Ihia by relaiing 
either output growth to aiaet growth or 
incrementai output to incremental ataets. in 
either case, we need to wtiwKe e l fcaiv c 
addhions to asset stodn and the rate of aaaei 
erosHm and derive tbereftom eKhnKm of 
asset stoGks.Tbearcticdny.lte|roKatlHlivc 
addition to the stock of a pt ic u b r aamt it 
a function of the flow cxpandMora on dml 
asset, its existing stock bccaeie of a 
'ihrctbohr effect and the stock of other 
aueti because of lynergy or condtlo- 
metttarity.* The laae of asaet eroshin or 
depieciedonitataietianofllieiaietortiiiB- 
Qver.imitaBonandobioleeoBnee OfalHhmc 
factors, ooiy dam on flow ex p ewdrtn re are 
easily avafliMe. AMhongh wverhl amiefei 
have been mede to ealtaMe the nae of 
dep r e d ation and cakniMe aaeti amcks by 
applying eminramd rate of dhp i e cf i di i n to 
flow eapondiian, a let mom nmatan to be 
done. 

WnmusuiHyuroeinteofitiMWhmiBocnn 
funds for building intangible assets. 
MaMfleM.*’ bated on a survey of the US 
fi(mt. mgg eat tiwi lypktHy dm tatgaaad R 

X ID expenditure li a peroMtage of lalaa. 

ontrined with reference to induttiy 
4venge. Landtin,* in a Mudy of advortWig 



bebaviourcovering Kproduii categories In 
eight European countries, n nds that firms fix 
their advertising budgets in relation to their 
compedton. The rule of thumb hypothesis 
is supported by an econometric analysis of 
the expenditure decisions of 40 US. Arms 
by Mueller” whoconcludcs (hat advertising, 
R and D and physical investment expenditure 
have constant long run elasticittes with respect 
to total supply of funds. 

It would appear that the rule of thumb 
approach leads in general to an under¬ 
investment in R and D capital. In an interest¬ 
ing study, Griliches" assumes an annual 
depredation of IS percent to estimateR and 
D capital from past R and D expenditures 
and finds that gross return on R and D was 
33 per cent in 1977 and even higher in 1967 
and 1972. In another study, Jaffe** estimates 
a return of 27 per cent on R and D capital 
compared with IS per cent on physical capital. 

On the other hand, the existence of a 
“prisoners' dilemma” leads to over¬ 
investment in advertising at the industry 
level, although firms have to maintain their 
shareof advertising expenditure, 'ntere have 
been several attempts to use the stock of 
goodwill capital approach to calculate the 
return on advettising. Bui the results vary 
widely, depending on the rateof depredation 
assumed. An alternative approach to 
assessing optimality of advertising consists 
ofcalculatingoptimaladvertising-ludes ratios 
by working out the advertising and price 
eiastidlics of demand economelrically. Using 
this approach. Lambin’" finds that in nine 
out of the 16 product categories studied by 
him actual and optimal advertising ratios are 
fairly close, while the remaining are over¬ 
advertised. In another study of three leading 
brands of soap powder in Australia, 
Mdawally” finds that twoof the three brands 
are under-advertised. Both studies indicate, 
however, that because of rivalry in 
advertising, advertising tends to be 
reciprocally cancelling. Yet, since optimal 
and actual advenising-saics ratios are fairly 
close, firms obviously consider rivals' 
reactions while making expenditure 
decisions. 

As far as investment in physical assets is 
cortcerned, the most crucial determinant 
seems to be demuid. Nearly all survey- 
bated studies find support for sales or 
capacity-based models. This iscanoborated 
y a case study-based comparison of different 
models by Canon.” This piamt is further 
supported by econometric ttudesiBourneuf” 
luingc^wctcy utilisation, and Eitnet^ using 
lalet in real terms both find such measures 
ivork quite well. 

Phyiica] investineni, however, seems to 
oUow ntber than anticipaie demand. A 
nnber of studies indicate that a flexible 
—•mM in which inveatmeat it a 


actual capital slocks and a speed-of- 
ai^ustmeni co-efficient teems to work well.” 
Two studies using Indian data, one by 
Krishnamutthy and Sastiy** an the other by 
Pinell-Siles,” support the above two 
contentions. The former use change in sales 
in some past years as indicator of demand, 
while (he latter uses two measures, sales- 
fixed asset ratio and return on capital. 

Probably in view of the great uncertainty 
that surrounds estimates of future ca^ 
inflows, minor fluctuations in the cost of 
funds do not seem to be of much importance. 
For instance, a survey by Corner and 
Williams’* indicates that only 3 per cent of 
the respoitdents had abandoned projects 
owing to high interest costs, though 13 per 
cent had delayed them. At least one Indian 
study, however, comes to the opposite 
conclusion. Sarma," using a neoclassical 
investment model and aggregate time series 
data for 1960-61 to 1982-83, finds that the 
rental cost of capital is an important 
determinant of investment in India. 

The roleofcash generation asadeterminant 
of investment seems ambiguous, with 
different studies yielding different results. 
Meyerand Kuh.'*’for example,afteranalyting 
1946-50 investment data of over 700 
companies, concluded that investment was 
detemiined by internal cash generation, with 
discrepancies fiom this panem due to pressure 
on capacity as a result of increasing sales. 
But Kuh.*‘ examining 60 fitnu over20 years, 
found that a capacity-based model had more 
explanatory power, with external finance 
becoming more important than internal 
finance. This is probably because cash 
generation motivates investment whena firm 
is demand-constrained, whereas external 
finance becomes more important when the 
firm is cash-constrained. In the Indian 
context, both Krishnamutthy and Sastry"’ 
and Pinell-Siies*' find cash flow to be 
important. The former find dividend 
payments, which being autonomous 
determine cash flow, to be significant, while 
the latter finds the ratio of cash infloW*to 
the replacement value of capital stock to be 
significant. 

Modellinp long-term growth and 
prttfitabiiity of firms: Several economists 
have attempted to model the long-term 
growth and profitability of firms. Here we 
outline four such attempts briefly. 

Marris"* proposes an equilibrium model 
in which managerially controlled firnu 
choose a steady stare rate of growth and (he 
long-term profitability associated with H. by 
maximising their rate of growth, subject to 
a security continim. Mania p oaal a tcs that 
the profitability (ROC) of a firm iniiiany 
rises with iu growth rate but itaita faUiiif 
after a point, became maifeet develapneM 
cx p cndh ui wwhkhcraeregowthiitdemaBd 
- - If for the 


most efficient firm, we were to trace 
profitability on the vertical axil and the tale 
of growth on the horizontal axis, we would 
get an inverted “u” shaped curve, which may 
be called the growth-profitability frontier. 
The efficient firm is bound by this frontier 
for ail time to come and must beyond a point 
trade growth for profitability. At the firm 
steps up its rate of growth, its profitability 
increases initially and the ratio of the nuukei 
and original value of its shares (the valuation 
ratio) rises. But to finance a higher and 
higher rate of growth, the firm hm to keep 
increasing iu retention anddebt-equity ratios 
and after a point this starts depressing tbe 
valuation ratio. The firm reaches the limiu 
to its growth when it is in danger of being 
taken over because the shareholdea will not 
accept any ftnther fall in the valuation ratio, 
Marris argues that the growth-maximising 
managerial firm will settle down to the 
maximum rate of growth achievable under 
this constraint and the resultant profitability. 

Marris' model is useful because it draws 
attention to the need for aligning growth in 
demand and supply. But empirical tesu do 
not substantiate the crucial assumption 
underlying this model, i e, after a certain 
point there is a trade-offbetween growth and 
profitability. Marris argues tiiat these tesu 
use crou-iectian data and different firms to 
whom such data relate operate either on 
diflerentmifket-spcdficgrowth-prafitabiliiy 
frontiers or on different growth-profitalrility 
curves inside a frontier. However, as we 
have seen earlier, a more plausible 
explanation is that growth leads to dynamic 
economiesoficalewhicheoabletheefliciem 
firm to expand the growth-profiuibiliiy 
frontier over time. Growth does not lead to 
a decline in profitability. Lack of growth 
constrains profitability. 

Penrose"’ tuggesu another equilibrium 
model in which the firm settles down to a 
maxi mum rate of growth whichls derennined 
by managerial constraints. She argues that 
even with the same number of managers 
some growth is possible, because over time 
learning and routinisation of tasks keep 
creating spare man^crialcapacity.But when 
the rate of growth reaches a certain level, 
it becomes necessary lorecrwt new managen. 
Not only are new managers leu productive, 
but existing managers have to devote an 
increasing proportion of their time to train 
them. The latter alao hare to le a nt new skillt 
to deal with increasing complexities inl 
become less and teu productive, aa the rate 

of growth in cre ases. Consequently. tl>< 
margifud productivity of numegerial Input 
in lenns of growth and poftaMlity sum 
falling after a point apd evMRMiBy beconw* 
negative. The point of aMitflMBi growth i« 
itndMdtttiMpobiLWhllitanM’iiiwdd 

doea nre aapCaia Ailly udw Htifth tfw Mf' 
Min gnavtii and gnlMMiQr it Anns, n 



ibligbu what ii generally conildeted to 
the moet hnportant conftnint fiKed by 
i e, managerial coutiaint. 

4uellei** propoaes a model in which funu 
not Mttle down 10 a unique rate of growth 
go through a lifecycle pattern of growth 
I profitability. Initi^ly. a lucceuful firm 
>wt rapidly and iti profiti riae. Growth 
ainuesthrw^diveiiificatkmintoaieries 
lew producti, at which point managerial 
■economies start emerging. From the 
leholden' point of view, substantial 
entralitstion or splitting up the finn into 
iller firnis may tten become preferable. 

: managers' desire for size and growth 
vents this and leads progreuively to a 
'-profit, slow-growth situation. As we 
e seen earlier, there is considerable 
liirical support for this ptitern of growth, 
demand constraints are probably as 
wnsible as managerial constraints for 
iging this about. 

lelson and Wintei*’ suggest a model in 
ch linns do not fbltow any pro-determined 
ern of growth and pcoTit^lily. Nor do 
r settle down to any equilibrium by 
cimisingsoinetlung. Theyjust move from 
state to another by applying certain 
ision roles or “organisational routines", 
ch reflect thestateof the firra's technology 
Tins of products, processes and practices, 
irro which has bMter routines performs 
er. Firms also try to improve their 
brnunce by innov^ing or “searching" 
better routines. This search may be 
ementaJ and/or imitative and therefore 
aenced by existing routines. It may be 
sponse to an external shock. Since luck 
npoftant, it may also contain an element 
indomness. In all cases, it consists of an 
lontion of a choice set which is not fully 
wn. but about which difTerenl firms have 
mm beliefs. Thus the search process 
Is to the emergence of new alternatives 
allows ex-post selection of superior 
matives. Firms which innovate belter, i 
Jopt better and better routines, prosper 
row faster. But the arijuttineni process 
ow and aiany point in time some inferior 
IS will coexist with superior films. By 
ising on the behaviour of firms, this 
lei provides a flexible analytical 
Rework for studying the historical 
luliiw of a firm or simulating iu future 
uiuleritatiding why differcM finns 
brm tfifretently. 

'e may conclude by bringing the threads 
ther. The tong-term compeiitiveneu of 
m is reflected in its ability to sustain 
re normal profitability over lime. In the 
ic context, the firm derives its 
.aUtlveneu firoa the unique mix of 
(Ml U opentos in and the unique mix 
AfMeand iotanglfate aiscu it has at its 
imami. Ow time, the firm rentaiM 
miMiv by ii^preaaiiu the productivity 


of its capital and labour faster than its 
competiton. It does so by iimovating and 
improving its assets and by realigning its 
markets and asaets continually, both 
quantitatively and qualitatively. On the 
market side it has to keep changing and 
upgrading its market-mix, based on the 
structural characteristicf of nuikeu and the 
firm's own distinctive capabilities which too 
change over time. On the asset side, the firm 
has to keep investing in the renewal, 
expansion and upgndation of its assets in 
response to structural and competitive 
changes in the markets it operates in. We 
thus have an interactive process where 
changes on the market side lead to changes 
on the asset side which lead to further changes 
on the market side, and so on. Firms that 
remain competitive and profitable ow time 
are likely to exhibit four characteristics: 
I ncreasing producti viiy of labour and capital, 
continuous changes in their mix of assets and 
markets, a steady upgradation in markets 
and assets, and growth. Growth need not 
however be an essential characteristic, 
because a firm could rent out its surplus 
assets profitably or shed its unprofit^le 
assets and markets periodically to manifeit 
a cyclical pattern of contraction and growth 
or rely on continuous upgradation of assets 
and markets (rather than growth) to maiiitain 
profitability. Process models which focus on 
the behaviour and evolution of firms over 
lime are likely to be more useful than 
equilibrium or life-cycle models in helping 
us understand why different firms perform 
differently. 
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Entry Strategies: A Surv^ 

AoindyaScn 

Entry strategies are the flip side of entry deterrence strategies. While existing firms would like to discourage 
tntry, new firms are attracted into an industry precisely by the success of incumbents in keeping out competition 
md earning super-normal profits. It is shown in this paper that a prospective entrant can choose between various 
nodes of entry. The entrant also has to decide on the scale of entry. While entry is a one-shot proposition, the 
trocesi of entry itself and the various considerations that determine entry have dynamic connotations that can 
^e ignored only at the peril of endangering the long-term viability of the new enterprise. 


I 

Introduction 

)R many yean, Finn* trying to enter an 
luilry in India were primarily concerned 
th getting pemniuion from the government 
thefonnoflicencet.Thelicensingrequire- 
mtcicaledcffectiveeiitry barriert in many 
Hfceta and anured a sheltered life for those 
ms that did manage to get licences. How- 
sr, after the abolition of the system of 
eiuing (for all but a few industries), it has 
»ffle imperative for firms to formulate 
try strategies based on more market- 
emed considerations.* Firms now need to 
/ more attention to careful evaluation of 
jy strai^es, responses from rivals and 
namic considerations. 
n>e existing economic literaiuie can be 
id to provide a convenient frameworlc 
Mich strategic decision-making. In the 
Mwmic literature, one can identify two 
:vaiU types of models. First, in the recent 
velapninisof Industrial Organisation (lO) 
lory, a lot of attention has been paid to 
question of entiy deterrence, i e, how 
latii^ firms seek to discourage new emry 
leabk toearn monopoly profiu. Secondy, 
re are separate areas of research dealing 
h different modes of entry, e g, mergers, 
coven, acquisitions, etc. However, these 
1 Mrinds have not btl date been linked up. 
try to show in this paper that the various 
desofeniry can befruitfully incorporated 
models of eniry-detcfrence. The next 
Sion lays out the basic model of entry 
errence and reviews a claH of model s that 
blight various means foreniry deterrence, 
ret tarn to the four generic modes of entry 
'• show how they can be integrated imo 
eatry-rleienence models. Somecomments 
made onanumber of idaiedissues. Then 
ooslder in wme more detail the various 
desofentryand finally look at the queMiai 
the Kale of entry. 


a normal form (i e, the game is represented 
in the form of a payoff matrix). Rrm I is 
a monopoly and firm 2 it a potemial entrant, 
if firm 2 does enter the market, firm 1 has 
(he option of ‘fighting* (e g, by flooding the 
market and hence lowering prices) or 
‘sharing* the market. The hypothetical 
pay offs are shown below (the second number 
in each pair gives the eiitrant‘s payofi): 


Firm I 



Firm 2 



Not Enter 

Enter 

Fight 

(100.0) 

(30.-50) 

Share 

< 100.0) 

(40.60) 


The basic equilibrium concept employed 
to analyte these games is the Nath 
Equilibrium (NE) concept. A NE it a pair 
of strategies, one for each player, that are 
optimal against each other, but not necessarily 
against other sttaiegiei that might be played.’ 
At first sight, it seems that there are two Nash 
equilibria in this game - (Not Enter. Rght), 
(Enter, Share). If firm 1 ‘fights', it is best 
for firm 2 to not enter. If firm 2 does not 
enter, firm I is indifferent between fighting 
and sharing, so we can say that ‘fight' it the 
best strategy for firm I. Similarly for the 
other pair of strategies. 

However, let us assume that firm 2 geu 
10 move first, i e. it gets to decide whether 
to enter or not. Then firm I decides whether 
to fight or share. This sequence of moves 
can be represented in anextnutve/bnn game 
by means of a game tree: 


r—Enter —— Firm 
I 

Firm 2 

I 


I 


I-Fighi (-Sa30) 

I 

I 

I 

1 

I-Shme (6a40) 


i—Not Eater (0.100) 


n 

Batry Detemacc 

THaBASKhtooeL 

oe^ the Mights of the 10 IfteraWR 
he t9IO»weetiiettKofgeme-theoK(ic 
> to exemlne the quetiion of entty- 
erienee. niiL oMaider ■ limple game In 


The way to analyte ihit game is to go to 
the end and wo^ backward. Suppose 
firm 2 has already made a choice and 
firm I is sitting on one branch of the game 
tree. If firm 2 has chosen to stay away, 
firm I will earn 100. But if fbni 2 has 
cMered, then (he lentibto (’rstional*) thing 
forftnn I lodoitio'ihan' andthepayofls 


are (60,40). Firm 2 will therefore eater tod 
earn 60. 

Rrm I can of coiase threaten to fight if 
rirm2ciiien. If (his threat it taken seriously, 
it will be better for firm 2 not to enter. 
However, firm 2 realises that thit threat it 
an empty threat given that firm I it a ratioMl 
playrn : if it does enter, given the payon. 
film 1 will find it optimal to share in the 
event of entry (and get 40 inttend of 30). 
Knowing this, firm 2 will enter and earn 60. 

Now suppose that the inen t hbem can 
purchase some extra prodneti VC capacity ftal 
will allow it to produce more at a lower 
marginal cost. For the sake of co oerrse n e ss, 
assume that buying the extra capacity adds 
10 to the fixed cost of the firm and lowun 
variablecost by 20if extnouiput iapiodacad 
(this also includes the effiM of a fdB in dm 
price). The payoffs are now givea in the 
figure below; 

.-PigiM-(-5040) 

I 

r— -Eater—-—FUm I 
I I 

Finn 2 I 

1 I..-.SIMR-(tOJa 

I 

Not Enter— ( 0 , 90 ) 


Building the extra capneily dtanaiicaBy 
changes the complexioa of the game, k k 
now rational for firm 1 to fight ratter ttrai 
share, and this makes Hs threat to 
cmi3lr. Recogniting this, firm 2 will dscida 
not to enter, and finn I willcontiniNloeasa 
monopoly profit of 90. Note that bn I dora 
not need to actually UK the excesscapacky. 
The presence of the excess capacity tepiw- 
sems a co mm itm e nt to fight on the pret at 
firm 1. because by incuninglhecxpendkM* 
on the excess capaciiy, the inewttatt has 
deniod itself the (raticaal) option of ahrainc 
the inatkcL 


The hnportant letaons w« hanre tamed 
final this game, therefiire, ■« that (a) um 


can gain by makieg sppropri are ttimi« 
(b) such threats must be credifale to he 
enective, (c) credibility is enaured Ihrau^ 
cominltmeMs,and(d)iwnndianetaat««ftaii 
undertaken by hmitiei one's eptiona. IkN, 
in straiegiccoHieitt.it is notatre t ha t taevie t 
one’soptioHs open IsalwayadiairaiMa. Pert 
lack of ftoedom can have semtte vttte, 





Variations ok the Theme 

Quite a number of ways nf achieving 
commitment have been suggested. They are 
all ways of erecting bamers lu entiy and for 
successful entry into a market, one or other 
of these barriers must be overcome.'k briefly 
review a class ot such models that provide 
a particularly tractable means of under* 
standing and analysing such issues. 

The models I am leferri ng to lie somewheic 
in between purely static models and purely 
dynamic models. They are *two-stage’ 
niodels in which in the first stage firms make 
commitmenu (i e, take 'strategic' decisions) 
and in the second period compete in the light 
of first sugedecisionsirespond ‘tactically’). 
Let us consider the simplest case where in 
the first stage there it one incumbent firm 
which undertakes a commitment that does 
not directly c^ect the entrant's payoffs in 
the second stage. Some of the possible ways 
of undertaking commitment in the first stage 
are the foliowiag; 

(1) First mover advantage - the incumbent, 
by mo ving fitsi, can commit to an appropriate 
output level, taking advantage of the 
knowledge about the entrant's best possible 
responses. 

(2) Learning by doing - the incumbent 
produces more in the first stage, thus learning 
firoinexperience, whichdri ves down its costs. 

(3) Cost<reducing R and D - the incumbent 
can invest in R and O to reduce its costs. 

(4) Network competition - in the first sta^, 
competing films build up custonser bases 
wfakii have vaiuein the second stage because 
buyers benefit from being pan of the crowd. 

(5) Advertising - i n the first stage, ad veiti sing 
budget is chosen. 

(6) Product selection - the incumbetu film 
can occupy the more profitable niches in the 
product space, making it more difficult for 
new firms to earn profits. 

The idea behind all these models is that 
entrants will besitue to enter if incumbents 
behave more aggressively after entry. 
Incumbents can commit to behaving more 
aggressively by undertaking commitments 
in the first stage that make it more profitable 
for them to behave aggressively. 

m 

Entry Strategkf 

Four Modes or Entry 

While the question of eiMiy-dctcrrence has 
received rather exhaustive treatment, there 
have been fesver wocks focusing on entry 
strategies by new firms. The models have 
usually assuned that the entrant decidet to 
enleror not enter on the basisofthe perceived 
post-cfiliy profits (or stream of profits) and 
IhtHtalwayt enters by settingnpanewflm. 

In general, hosveva, one can distinguiah 
' - -r tt\ 


(2) 'buy', i e, purchase an exiiting firm 
(through mergers, amalgamations or 
‘friendly’ takcoven). (3) ‘acquire control' 
via hostile takeovers, and (4) enter via the 
‘joint-venture’ (JV) route.' 

,., .In dubbing ‘friendly takeovers’ along with, 
mergers and acqui.sitions, I am relying on 
Morck, Shleifer and Vishny’s( 1988) analysis 
of the charBcteristics of h^ile and friendly 
takeovers. According to them, hostile take¬ 
overs are “disdplinary takeovers, the purpose 
of which seems to be to correct the iKm- 
value-maximising (NVM) practices of 
managersof target rirTns”.On the other hand, 
“the second class of takcoven can be loosely 
called synergistic, since the motivating force 
behind them is the possibility of benefits 
from combining (he businesses of the two 
firms”. The authors admit that the distinction 
isnotclcar-cut. Somcdiversification-telated 
takeoven undoubtedly run into resistance 
from managers of the targeted firms, who 
are unhappy either with expected changes 
in operations or with the compensation they 
receive forgiving up omtrol. Similarly. some 
takeovers whose aim is to change the target’s 
operating strategy proceed with the consent 
of the target’s managers. However, the main 
point is that in one case the target firms' 
operalioas arc merged with the acquiring 
firms, while in the other ca.se the entities 
retain their individual identities. 

If all these possibilities are taken into 
account, then the game tree must be expanded 
in the following manner. In this game tree, 
the entrant has to take two decisions - whether 
to enter the market or not and the mode of 
entry. (A third choice relates to the scale of 
entry and I will discuss this later.) While the 
literaoirehasextensively analysed the payoffs 
underthe ‘build’ decision, theother decisions 
have not so far been integrated into these 
naodels. 

r.Share 

( 

I-.Build—Firm 1—i-Fight 

I .« 

I-Eiger—Firm 2 

I I—-Buy(V,.P,) 

Firm 2 I 

I I-Acquire Control (rVj- Kj+T,) 

I I 

1 1 —John Veniure (aVj- Ij) 

•-Not Enter 

Let us discuss the payoffs to film 2: 
’Buy’ decision : Here die payoff to firm 2 
is V, the discounted stream of profits, less 
the price P that is paid for acipiifing the 
existing firm, 

'Acquire control’: The firm has to pay K lo 
some of the existing sharehohien to buy 
their shares and gain a conirolliog Intereit 
in the firm. The takeover process is also 
liiudvininvolveMibMaiiiiallnnsaclioncoau 


the share of profits that the firm 2 will get 
on the basis of the shares held by It. 
'Joint venture': a represents the share of firm 
2 in the payoffs fiom the joint venture while 
I denotes the investment made by it It is 
•"likely to be lessihaBthe-fixed costs of new 
entry under the ‘buikl' decision, since the 
partner firm will bear a part of the costs of 
setup. 

The form of the payoffs indicates that we 
are assuming firms try to maximise profiu. 
M any wri ters belie vc that managers are more 
interested in growth rather than Utoit-term 
profits. However, if the purposeof achieving 
high growth rate is to increase the level of 
long-term profit, then by interpreting V 
appropriately we can t^e care of this 
objection. 

The entrant's decision to enter therefore 
involves two types of comparisons. First, the 
resources us^ to enter a market have 
alternative uses and the opportunity cost in 
an alternative use outside the indu^ must 
be calculated. This opportunity cost may be, 
for example, the foregone intereit from 
buying risk-free government bonds, or the 
expected stream of revenues in another 
market (eg, a MNC deciding between 
investing in India vs China). Secondly, the 
best mode of entry and the associated stream 
of returns in a particular entry mode have 
to be determined and this return then 
compared wi th the opportuni ty cost of ent ry. 

One important factor determining the 
reitirns from varknis modes of entry will be 
existing government policies. Pbr example, 
in India, when there was a ceiling on equity¬ 
holding in Indian firms by MNCIs, joint- 
venture was a preferred route of oBiy for 
many MNCs. However, after the abolition 
of the ceiling, the ‘build’ or ‘buy’ inodes 
seem to have become attractive options. 

Some General Issues 

A number of thinp can be pointed out 
here: 

Post-entry Profits 

The level of V is likely to be alfocled by 
the existence, extent and nature of 
commitment on the part of the incumbent 
firm. However, economists have often 
asaumed that coimnhtnent by existsng firms 
do not affoct the payoffs to the entrants 
directly, but only through the enhanced 
comp^veneu of incumbenii.* 

can commilmcM by the tncumbrini 
affect the entrant's payoff directly? As an 
example, note that when the incombem 
decides to ‘commit’ by way of building up 
exceu capacity, ihii makm the threat to 
‘fight’ more credible and dftnittidiet the 
entrant’s bicenlive to entar via the ‘build’ 
route. But H aiao reducaa the eatfant's 





If the entrant oomei in by thcee modes, in 
the post-entry situation it nuty be left with 
exceu capacity on its hands (assuming that 
the incumbent is a monopoly in the pre-entry 
litumion and the entrant must purduse it or 
enter into a JV with it); post-erUiy profit 
would definitely be lower when concreted 
with the no-commitment case and this will 
have a negative effect on the entrant's 
incentive to enter. On the other hand, if the 
incumbent has invested in(say)cost-reductng 
R and D, this might make it a more attractive 
arget for takeover or acquisition. 

Uncertainty 

In case the entrant decides to ettter via the 
'buy' or ‘JV route, a period of bargaining 
will follow. There will beinherent unceitainiy 
ibout the outcome of thisbargaining process, 
n case the entram wants to stage a takeover, 
t will usually have to overcome resistance 
rom the existing maruigers. In any of these 
lecisions, the 'expected' stream of future 
wyoffi will be the relevant criteria, because 
he(a)outcomeof the negotiating process or 
he takeover attempt is uncertain and (b) the 
u^offs will accrue over an uncertain future. 
As an example of (a) consider Eicher's 
MOpoted tieup with Volkswagen to produce 
ais for the Indian market. The proposed 
'cnture has been called off two years after 
iicher signed a memorandum of under- 
tanding with VW to conduct a feasibility 
tudy as a prelude to launching VW's 
ttssenger car in the country. 

Secondly, the static onc-Shot depiction of 
K game conceals the fact that the there will 
c a process of learning and revisions of 
layoffsinihis stage of the game. For example, 
uppose the enuant suits out with very little 
Jiowledge of the market, which seems 
lilially to rule out the ‘build' option. It 
oosidm the other ofitions with some prior 
diefs about relative bargaining strengths 
nd pouible gains. But as it begins to 
cgotiale with the incumbent, it might face 
nforeseen difficulties (e g, ihe incumbent 
night oveieslimale the emrani's eagerness 
» acquire or enier into a JV and quote too 
igh a priceftoo high a share for iuel f). These 
Mce the entram to revise its estimates of 
leieiative gains from thediflereni outcomes, 
nd it miglH even think that the risk of 
ttteting a maikeion lu own is worth taking. 
Again,tbeEichercaseis worth considering, 
n the two yean tha passed afterthe signing 
fcheiniiialMoU.thcpBsaenfercarmaricet in 
idla hat Miderione radical changes. There 
^ mote players in Ihe market, and demand 
ondiiioMarestack, so that the proposed joint 
entute looked imich less Miractive to VW. 

unk Casts 

The decisions of die incumbent and the 
MriUN fUm win then have to be taken in 
w H|)K of alt such possibilities. The 


interesting ddiig about the ‘buy* or ‘JV 
options is that tbe eninuu might be able to 
avoid some of the sunk costs of entry. For 
example, if it decides to buy, then to the 
extent the auets possessed by Uk incumbent 
are not ‘specific’ to the fum. the entrant's 
cost will not be stmk. 

On the ocher hand, these two decisiuns 
involve substantial transaction costs in the 
bargaining process and in tbe process of 
drawing up contracts. Such transaction costs 
can form a large pan of tbe sunk costs tbe 
entrant must bear. Interestingly, the 
incumbent will also have to bear pan of these 
costs and hence the enttau and the incu mbent 
are on a more similar footing in this respect. 
Moreover, to the extent that the incumbent 
has been in the market for some time and 
has assets that have become partly obsolete 
economically, the entrant's sunk costs via 
the routes of 'buy' or ‘acquire control' will 
he higher. The process of takeover also 
involves substamial transaction costs. 

Bargaining Powers 

In the ‘buy’, ‘acquire control’ and ‘JV 
decisions, the baigaining power of the Tirms 
come into play. One way of improving one's 
bargaining position is to increase the value 
of the ‘threat point’, i e. the value of the next 
best non-cooperative outcome. Getting a bid 
from a third party is one way of doing ibis. 
As an example, Brandenburger and 
NalebulT s (199S) analysiscan be died. They 
show how. faced with a hostile takeover 
attempt, a firm can gel a new offer from a 
new, friendly, source, thereby pushing up 
the price of takeover. Similarly, the entram 
may simultaneously start joint venture 
talks with different incumbents to get a 
stronger bargaining position vis-a-vis any 
one of them. 

Multimarket Entry 

Potential eirtiants may be existing firms 
in related markets, which may be regional 
markets of a homogeneous go^ or different 
product matkets that are reJated technically 
or by goodwill. One then must analyse the 
feedbacks from the entry market to the home 
market and vice versa. In order to deter emty 
an incumbent firm may, for exani|^, shift 
the battleground from his own maito to the 
entrant's. 

In this connection, the ease of entry 
approach emphasises the advantages which 
an existing emrant firm derives from her 
home market Intangible assets like R and 
D know how paienu Of goodwill, which the 
lirm has devdoped or acquired in the home 
market, can be iransfened at low cost to an 
entry maiket. Idle productive capacity can 
be liwd to serve an entry aaarket Theiefore 
anexisiingfinncaneqjoyasuperiorposition 
Wt-«-Ws a Arm which has to start up from 
scmch. They can enter maikcu where entry 


baiTien discaurage new firms and exert a 
more intense compciiiive pressure on 
incumbents. 

Product Differentiation 

Films niely pnxhice identical products. 
In general. Anns produce differeniimed, 
substitutable brands, so that emty is likely 
to lead to a direct confroittation only on a 
subset of the incumbent’s existing brands. 
For exanqde, Indian Atriines faces com¬ 
petition fiompfivateaixlioeaoaly onasubset 
of the routes it operates. In some cases, the 
entram may not even directly compete with 
the incumbent. When Nitma entered the 
cheaper segment of die dereige ra powder 
market, it did not pose any direct ihteat to 
the established producers who were concen¬ 
trating more on the higher end of the markeL 

The non-homogeneity factor links up wMt 
the question of multimaiket openiioas. To 
get a flavour of (be issues involved. Jet os 
consider Judd’s 198S model- Suppose an 
incumbent firm has two products that are 
substitutes, call them cornflakes and oannral. 
Entry in the market for cornflakes can drive 
down the price of cornflakes. C onst a ne rs 
then have a tendency lowanb switetang to 
comilakes, so that the incumbent is farced 
to lower the scale of its operaiioa in the 
market for oatmeals and c ow o e n tnee on 
cornflakes. 

One can now begin to get a sesaK of the 
richness ofdcdsion-aiakiiig in volvedincnRy 
and eniry-deieiTence. Thm is now a much 
greater scope for players to change thenilea 
of the game and payoffs to their ostn 
advanuge. Both the incundient and tim 
entrant now have a larger menu of ofHianB 
to choose from. One particular stmegjr 
adopted by a player can eKci t novel r eap o oa es 
and the outcome becomes more dSftkxdH 10 
predict. I now turn to the various modet of 
entry in turn and consider them Hi aosae 
detail. 

IV 

TW*Bny» Perfiian 

In the baigaimng process lelatiRg M te 
'buy' decision, the willingness of At 
incumbetu firm to set! is ciMcai Ibr At 

success of Ihe outcome. The dscishMi It mi 
may not reflect the local market 
at dl. If the incundient is a iidtiiliaQ tit 
MNC, its decision may icAect a gl o X 
strategy of the ptreM body. 

Hall has suggraied a fraaneworkof Ama 
equations for analysing the ’buy' 

If we let V^(X,) be the Uictetneti in Am j** 
value that results from the poichaae of Am 
i's assets (X,). then Hhli anuwti Att AM 
j purchases Arm i if 

(a) V/X^P. i V,(X,>-P, lor all poiaAlg. 

firms k, and 

A) V (X> P, i 0. wUh 

<c) P, - VfX;) 





when P it the price of firm i. The logic 
underlying equations (a) ami (b) is that if 
firm j purcbaaes firm i, the increment in finn 
j's value from this paiucular purchase must 
be both greater than the increment in value 
from any other purchase and greater than 
lero. Equation (c) states that the price of 
firm i d^nds only on its own assets. 

This framework has been criticised on a 
couple of grounds. First, j acquiies i when 
it is profltabie for J to do so but only when 
it is not more profitable for some other firm 
k to acquire i. Further the potential acquisition 
price might depend on j's characteristics. 
Pakes has suggested an alternati ve model; 

, (a*) V/X) - max,V,(X,) 

\ (b’) Vj(X,)2 p, a V (X,) 

with 

(c’) V,(X,) =. max^^,V^(X,) 

where max refers to the operation of taking 
the maximum. Equation (a’) states that if j 
purchases i, the value of I to j must be at 
least as the value of I to any other potential 
buyer. Equations (b*) and fc') stale that the 
price paid for i will lie between the two 
higbesi valuations of i. 

The question of course is what will 
determine the Vs and how the entrant can 
change the V term to its own advantage. V is 
not certain- it depends critically on perceived 
market conditions. Inaconcenualcd imhjstiy. 


■ Hnn thtf offers a serious de novo entry 
threat has bargaining leverage that can be 
used to secure advantageous terms for a buy 
out of an existing firm. Anestablished Arm’s 
pre-takeover market value should reflect the 
probability that diiect entry may occur, which 
would have negative consequences for 
profitability and hence for the firm’s pre- 
takeover value. The eninmt then will have 
an interest in taking actions that credibly 
commit it to new entry in case the bargaining 
falls through. 

' Ontheotherhand.bysuccessfullynepelling 
a potemial acquirer, an incumbent firm can 
direct the acquirer firm to another existing 
Arm and gain from the elimination of a 
potential competitor. 

Acquisition is more likely to be the 
prefeired modeof entry in indukries that are 
natural oligopolies with only a few firms 
since direct entry into such industries is 
disadvantaged by large sunk costs and a 
large negative impact of another competitor 
on industry profits. 

In India, recent sales of businesses have 
a lot to do with the history of licences and 
controls. In an era when licences protected 
local businesses from domestic a.s well as 
foreign competition. Arms had the incentive 
to set up businesses iirespectiveof the nature 
of such businesses and their relations with 
the parent Arms. When liberalisation began. 


many Arms found tbeniaelves saddled wMi 
unrelaied, unprofltable entities and tried to 
downsize through divestituie. The small 
nze of many Arms in the pre-iibenlisation 
era, again a result of government policies, 
abo prevented these Arms from retping 
economies of scale and aggravued the 
situation. Monover, some acquisitions have 
been the direct result of policies adopted by 
the parent MNC woritMde. For example, 
in 1994, US foods conglomeraie H i Heinz 
andCobought pharmaceutical mqiofGlaxo's 
foods business for Rs 210 croie, after Glaxo 
decided to exit from foods business 
worldwide and put up its Indian foods 
division for sale. 

V 

Joint Ventores 

A JV is fundamentally difl'erent Aom the 
other modes of entry because the return to 
each Arm depends on the extent of co¬ 
operation elicited from the other Arm in 
the venture. Kay distinguishes between 
‘wholeheattod co-operation' and ‘holding 
back' in a JV and points out that a Prisoners' 
Dilemma type situation emerges in JVs: 
bothpannen have an incentive to hold 
back, even though each undentands that 
wholehearted co-operation will enlarge 
the total pie. The problem then is to devise 
a contract that will lead to wholeheaited 
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x>-opentioii, and Kay'i atiumeiit U that 
relaUonal contncta' rather than legal 
ontracu are needed for thii. 

The beneHu of joint venturet come from 
ie ‘synergy’ effects, inclndingmoreeflicient 
ise of complementary assets, the avoidance 
f ivastefui duplication of effort, and risk 
haring. These benefits must be weighed 
ainst the potential costa, including the 
idministrative and transaction costs of 
stablishing and maintaining co-operative 
riationships and the potential erosion of 
ompetitivc position by helping one's 
vals. According to Porter, “alliances are 
requently transitional devices", primarily 
xause they involve too many costa in 
trategic and organisational tenns, including 
X problems of co-ordination and the creation 
f potential competitors. Other writers point 
ut that there are situatioiu in which JVs 
light confer significant benefits on the 
artiKTs. 

One must letixmber that a JV combines 
:vetal features at once: 

A JV it a form of ex ante co-operation, 
sforc the project is undertaken, a JV agree- 
xnt typically spells out (he members' 
}mmitments and responsibilities for finan- 
al and other contributions to the project. 
A JV is amechanism formutual monitoring. 
JV agreement may set up a structure that 
Kieases its mcmbm' abilities to monitor 
ne another’s actions. 

A JV gives partner slakes in the outcome, 
aitners have financial stakes as well as 
lare in the risks. 

A JV has a particular status with the 
.iveromeiM. 

The payoffs from JV can be viewed as the 
ilcomc of a bargaining process (game), 
here the division of the pie is made on the 
isit of the relative ‘bargaining strengths' 
'the partners. In the simplest scenario, the 
jtcomeisefricieiil,ic, the partners maximise 
e size of the pie, and then it is divided up 
xoiding to the bargaining strengths of the 
irtiKis. The baigaining strengths depend 
i)on the al(emativcsavailri>le(othe players, 
what they will get if they walk away from 
• bargaining iaUc, and (b) the cnticalily 
' the resources the respectivt players 
Hiiribuie. A partnergaimbargiuning powCT 
the exteat the resoiifcct comributed by it 
nmol be reptaced/dupiicated by the other 
Htixn. 

Prom (b) it follows that the size of the pie 
light be dependent on the proper use of the 
illcal lescwrect. Thus bargaining powers 
riermiix the extent of manageriai control 
rer the JV euictaad by the respective 
■rinen and uMroaiely the performance of 
sRrm. IfdM more inefBcient partner has 
rnler batpMng pbwer in the beginning 
idmoreaayinitKnllningoftheentbrpriie, 
is can aflbet the firm’s performance 
tvenniy. 


Acaaeinpoittii the tussle between Suzuki 
and the Oovermnem of India over the control 
of Maruti Udyog. After the retirement of the 
former MD, Bhargava, the GOI put its own 
nominee as the MD, overruling objections 
from Suzuki. In the Maruti venture, the GOI 
now scenu to be the partner with the greater 
bargining power. It remains to be seen 
whether it will also run the company 
efficiently. 

In terms of our model, paitixrs in a JV 
may have other options of entry. Each 
partner agrees to set up a JV only after 
evaluating the costs and benefits of alternative 
modes of entry. Sometimes of course, local 
laws may not permit a MNC to enter a 
country via (he routes of setting up wholly- 
owned subsidiaries or taking over existing 
firms. 

In a JV, the ‘hold-up’ problems may 
become especially acute, llx transaction 
costs of negotiating and enforcing contracts 
make it prohibitively costly to write long¬ 
term contracts which specify ail obligations 
under all contingencies. Since contracts 
cannot be complete, agents will try to 
behave opportunistically when unanticipa¬ 
ted events arise, in such situations, (here 
must he institutions to settle disputes. Such 
institutions may be extenul (e g, the legal 
system) or internal (‘governance struc¬ 
tures’). The relative efficiency of the dif¬ 
ferent types of institutions may determine 
which one shall be adopted in any particular 
context. 

Oliver Williamson identifies the condition 
of aster specificity as a key determinant in 
the organisation of firms. Asset specificity 
refen to investments that are specific to 
transactions in the sente that (heir values in 
alternative transactions are significantly 
lower. An example is a rail lirw built to 
cany coal from the pithead to the city. If 
the coal mine were to close down, the rail 
line might be useless, i e, there might not 
be any alternative goods to cany. Asset 
specific investments often permit significant 
cost savings to be realised (the cost of 
transporting coal by trocks will be much 
higtm). But obviously, such investments are 
risky in that specialised asseu cannot be 
red^oyed without sacrifice of value if 
contracts should be interrupted or pre¬ 
maturely lerminaied. 

Asset specificity creates the possibility of 
opportunism: once two parties have entered 
into an agreemem and one party (say pany 

A) has made specific investments relying on 
the Inilial contract, the other patty (say part y 

B) realises that lo tome extent A it at its 
merey. A is 'locked into' thts rdabonilHp 
because of the specific nature of its 
invetimem. Hence B wilt have an incentive 
to force A to give Ismail than the originally 
agreed upon share of gains, ihremening 
otherwiM lo terminate the relationship. But 


realising this possibility exanu, A nrighi be 
reluctant to enter imo a contract with B, 
Thus, ftom society's point »f view, some 
opportunities of welfare-enhancing trade 
could well be forsaken. 

Some of these probleips can be strived by 
building into the contract safeguards against 
such oppottunisin,,e g. through aihitration 
provisions. Howevw, wlxn asset specificity 
is substantial, contractual governance may 
become very costly. Internal oiganisationctf 
the exchange nuy then be the more efficient 
governance structure. 

In a broader sense, then, asset s^xcificity 
refers to the assets, whether tangible or 
intangible, that a partner in a JV commits 
to the venture and thoK that re p re s en t sunk 
costs if the need for withdrawal from the JV 
arises. These contributions may also be a 
form of hostage exchange - where each 
party is contributing asseu that will have 
value only if the partnership it conducted 
succeufully. 

If the hold-up problem is perceived to be 
acute, there will be a greater reiuctanoe to 
enter into joint ventures. Alto, as these 
protriems conx to the fore in a JV, there wiH 
be a tendency for a partner to buy out the 
other and the JV converted to a ttngle- 
owixrship firm. 

There are a number of other leatons wtqr 
a JV might break down: 

(1) JVs may he a responx to local law* that 
prohibit whole foreign ownership. Whenever 
restrictions are removed. MNCs shift towards 
wholly owited subsidiaries. 

(2) A JV can be ‘faded out’ becauae to 
importance to one or both parents' ove^ 
strategies depreciates. 

(3) Vernon has initiaiedihetenm 'obaoleidug 
bargain' to refer to substantial learning by 
one partner over time which devalues Ite 
expertix or knowledge contributed by the 
other, thereby changi ng the initial basgatatag 

scenario. 

A partner in a JV ihua must take into 
account these possibilities before entering 
into a contract The shoiter (he dme sptoi 
foreseen before any of the above contw- 
gencicsarise.thegieaierwil| beth e rel u ct a Hto 
to commit specific assets to the vtnttm. 
unless the perceived returns froto tliu 
venture are extrenxly high. TV pereeivad 
retunu will be high only if a JV cHUt 
monopoly profiu, at leua for an iuMil 
period of lime. 

TV first step for an Indian patner in a 
JV islo assess tVicaun why tVimemitlowl 
firm wanu to enter a JV. Con tr actor add 


Lorange list iV benefitt under a JV ant 
might tempt an imenMioaai firm to ctoto' 
into such ventures. TV list indnde a liak . 
reduction: economies of scale andfor 


rationahsationtctanpleineMaryiacImoleidito 

and patents: co-opting or blo ci c n i f 
compeiiUon: overcoming goveiMMfil*. 
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mandated inveatment or trade btuncr; initial 
mtematima] expansion; and vertical quasi* 
i integration. 

i. For the local partner, it is therefore 
' important to know where the proposed JV 
^ fits into the international firm’s global 
I strategic vision. If it realises that the MNC 
* is only interested in using it as an instrument 
' for initial entry, it can still enter into the 
vemure if (a) it is confident of being able 
to maintain market power at a later stage, 
(b) it will have to commit small amounts of 
specific capital to the venture and (c) its 
perceived gain from the JV. either from the 
learning process or from the entry into a new 
market, is expected to be high. 

VI 

Hostile Takeoven 

EcoiMmists have generally viewed hostile 
takeovers as the market’s instrument for 
disciptining errant managers. The argument 
goes something like this: the inefficient 
functioning of the firm is reflected in poor 
share prices since poor di vidends are dedared. 
A raider will thra buy out Ihe low price 
siuaes,gaincontrol over the firm and replace 
the existing team of managers by a more 
efficiem team. As the performance of the 
firm improves, so does its share price, and 
the raidre can then make a profit by selling 
off the shares acquired earlier at Ihe new, 
higher price. 

This aigumem of course assumes that the • 
existing managers will react passively to the 
threat of a takeover. Incumtent managers 
have been known to fight takeover bids tooth 
and nait if such bids jeopardised their position. 

A boslof weapons withratherfanciful names 
like greenmail,poison pills,etc, areavailable 
to managers. 

In addition, Grossman and Hart pointed 
out an inherent free-rider problem in the 
lakeoverprocess.Supposelh^ after takeover, 
the value per share will rise to v given that 
the firm will be managed more efficiemly. 
The raider will be prepared to pay a price 
p < V for the takeover. In fact, given that 
coats per share of successfully concluding 
the takeover process is k, the raider can only 
pay a p tS V - k. However, (a) if each 
shareholder is ‘small’ so that no one’s action 
individually determines the success of the 
takeover process and (b) they correctly expect 
the share price to nse to v after the takeover 
itover. then no shareholder will w«it to sell 
shares at price p. The takeover attempt will 
foil. The raider will lose out and so will the 
sharehoiders who refused to sell, because 
they will be saddled with the existing 
faw^ietil management. 

Takeovers can still take piact if there is 
a divergence between the valuation of the 
raider and cuncm shareholders (say, v,) to 


shaieholden should recognise the free-rider 
problem and voluniorily undertake a 
ctmniiimeni that will overcome the problem 
by driving a wedge between v and the value 
that the free-riding .sharehoiders place on 
their shares. This can be done by 
incorporating provisions that allow a 
successful raider to reduce the value of the 
post-raid company by a certain amount, which 
the raider is permitted to pay to himself. 
There are difTerent ways of doing this. “For 
example, the raider can be allowed to pay 
himself a large salary or issue - a number 
of shares to himself.’’ The raider might also 
be allowed to sell the target firm’s assets or 
outputs at an arti ficially low price to another 
firm owned by the raider. 'The end-result in 
each case is the .same; the value to share¬ 
holders of not tendering their shares to the 
raider and of becoming minority share¬ 
holders in the raider-run firm is reduced. If, 
in this way, is made sufficiently 
small relative to v, then takeovers can take 
place. 

The regulatory mechanism in India had 
till recently placed .several hurdles in Ihe 
way of hostile takeovers. The Monopolies 
and Restrictive Trade Practices Act of 1969 
had placed various re.strictions on mergers, 
acquisitions and takeovers. For over two 
decades, these restrictions remained in 
force. Banks could not finance takeovers 
under the regulations of the Reserve Bonk 
' of India, since (a) they required shares as 
a collateral upfront and (b) there was a 
ceiling on the amount they could lend. The 
government financial institutions that con¬ 
trol the bulk of shares in many companies 
had the power to ensure the success of 
takeover bids. But any such move would 
have invited accusations of political 
favouritism, so in practice no change in 
management took place even in grossly 
mismanaged companies. Moreover, Ihe board 
of a company had the power to refuse transfers 
m a panicular buyer, thereby maki ng it almost 
impossible for a takeover to occur without 
the acquiescence of the existing set of 
managers. 

However, in spile of ihe unfavourable 
climate, takeovers, mergers and acquisilkmt 
continued to lake place. During 1988-92. 
121 takeoven and mer g ers occurred, while 
37takeoverbids were unsuccessful.In 1988, 
Swaraj Paul and Sethia groups attempted to 
lake over Eicoru and DCM but did not 
succeed. On the other hand, the Hindujas 
took over Ashok Leyland and Ennore 
Foundries. Not only NRls, but ptotnineni 
Indian groups also were active in takeover 
bids, e g, the Coenfcat in Calcutta during 
1988 succetsfully took over Ceat Tyres, 
Herdillia Chemicali and Potychem. The 
BIPR was also active in arraoginf the 
tnkiinver of side vndertakii^ for purposes 



In 1991, the government omilted Ihe 
relevml sections snd provisions from the 
MRTP Act by the MRTP (Amendment Act). 
’The need for prior approval of the central 
government for M and A activities was 
abolished. Starting from 1988, the number 
of M and As in India seem to be growing 
at a fast pace. The Substantial Acquisi¬ 
tions of Shares andTakeovers(SEBI) Regu¬ 
lations, 1994, and the Bhagwati Committee 
Takeover Code tried to create a climate in 
which takeover activities could fulfil the 
function of effectively disciplining Indian 
firms. 

The main objective of these regulations 
is to provide greater transparency in the 
acquisition of shares and the takeover of 
companies through a system of disclosure 
of information. For example, according to 
the SEBI regulations acquirer holding more 
than S per cent of shares in a company must 
disclose his shareholding to the company 
and all stock exchanges where the scrip is 
listed. In open market takeovers, acquirer 
cannot acquire more than 10 per cent shares 
unless she makes a [Hiblic offer at a price 
not lower than the highest open market price 
paid by her Of average price of previous six 
inoml». 

Such rules will definitely made it more 
difficult for hostile takeovers to take place 
successfully. Buyers of stocks would be 
required to disclose transactions above a 
minimum level. When NB’C attempted to 
takeover Damania Airlines, the SEBI insisted 
on a public offer at a fairly high price - the 
six monthly average price before Ihe take¬ 
over - thus substantially raising the cost of 
takeover. 

vn 

Scale of Entry 

Once the entry decision has been taken 
and the mode of entry decided, the entrant 
still has to choose the scale of emty. The 
alternatives are to enter in a small way (the 
ypuppy dog’ ployjortoenterasasubs^ial 
competitor. Odman and Salop (1983) 
showed that a firm may succeed in entry by 
committing itself (if pouiUe) to remidning 
small and ther^ evoking a leu aggreuive 
lesponK on the part of its rival. Adopting 
such a strategy of judo economics involves 
investing in only limited capacity so that the 
entrant's scale of entry is restricted ind^ 
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fore to potential flUBket ifaaie. tt mlgbi 
be Id the inctimbent’i intereet to 
mmodite entiy and not to flghL Such 
■y often involve* toe-bold' entry and 
t also occur becauie the enliaol limply 
not have the requisite network or 
'ledge about the new market. In dealing 
loehold entry, the incumbent imist gauge 
strant’s Allure intentions. If the entrant 
ving a niche market which fits in with 
rrent line of busineu, then there is leu 
X that it will have plans to expand 
antially in the future. If it is serving a 
ic market, then to intentions should be 
!Ct 

liueg and Schwartz (1991) point out 
growing markets are especially 
rable to toehold entry. To deter all 
lid entry, the incumbent would have to 
I a prohibitively costly level of capital 
I of market expansion, 
related point is that advances in 
ology often facilitate entry into parti- 
i^menis of the market. Clemons (1997) 

: out that large incumbent firms often 
:harged uniform prices to all customers, 
>y implicitly cross-subsidising one set 
stomers ftm the profitable transac- 
with other customers. The latter are 
ularly vulnerable to entry, since by 
tion the price charged to them is 
uuially higher than the cost of serving 
New advances in technology, parti- 
y nr, reduce economiM of scale and 
! firms working on a small scale to be 
ompetitive with large firms and attack 
rofuable segments. The incumbent 
are often uiubk to use the same tech¬ 
ies because of commitment to old 
oiogies. 

- role of infrastructures and instilu- 
xn be quite crucial. In India, banking 
and law and order situation is such 
would be difficult to set up ATMs 
ir the country. Cheque-bas^ trans- 
a are alao much less. Hence foreign 
tend to concentrate in a niche market 
urther point is that initial entry 
c small-scale because the entrant's 
ming power it small. Over lime, as 
tram learns more about the market, 
aioii^ power gTDSvs and it demands 
ter and higher share of the pie in a 
ming oamext. This dynamic effect of 
ing by doing' is different from the 
y considered effect on a firm's costs, 
there be large-scale entry? Bsgwell 
imey (l996)|RDvide amoM of large- 
mtiy. Thelf eeaentialpoiat islhai largo- 
miiy maket aggnisive action on the 
the en tta re cr edftte and if the incum- 
rms have tege avoMabte fixed coats 
i can be avoMedl by ttiittit down 
ioto M* neoenhrUjr by exiting from 
lusny), dien dwlncutnliett le^wnds 
■Uy by shulthit down. Thus, with 


signiricamavatdBblenxedcoits.themaiket- 
capturing strategy becomes easier to employ 
and more profliabte for the entrant Again, 
having less options is actudly better for the 
incumbent. 

The process of cost recfaiction through 
teaming from experience is important in 
many industries where organisational 
efficiency in production and maruigemcnt 
can significai^y reduce costs. Because of 
teaming effects, potential entrants in these 
industries antidf^ thit they will Initially 
face a higher cost structtBC than incumbent 
firms. Then one possible strategy for the 
emrani is to adopt a learniiig process begin- 
rungM^reeurryand continuing afterwards, 
for example, by setting a small-scate firm. 
Although such a strategy loaes money in the 
beginning, its learning effects might enable 
the entnuit to enter in a bigger way later if 
costs are sufficiemly reduced. The question 
here is why don not the incumbent continue 
with the learning process. One reason might 
be sheer inertia. Another might be that the 
incumbeiH has already exhausted the pos¬ 
sibilities of cost reduction. Further, if cost 
reduction requires investment in new assets, 
the incumbent firm might be unwilling to 
undertake the huge cost of replacing its 
existing assets. 

vm 

Contestable Maiiuts 

White in many markets, there may be 
significant barriers to entry, whether natural 
or ailificial, there might be othen where 
entry and exit is relatively easy. Baumol, 
Panw and Willig have characterised an 
extreme foim of such markets as contestable 
maikets. The main assumption they make is 
that such markeu do not involve s^ cosu 
of emry. Incumbents are subject to hit-and- 
run entry, meaning that potential entrants 
can costlessly enter and exit fiom the industry, 
and not have to wait until they generate 
sufficient revenues to cover the sunk cost 
of entry. This keeps the incumbents on thdr 
toes and if incumbents do not have any cost 
advantages over potential entrants, they can 
make only nornial profit The concept of 
equilibrium in contestable markeu includes 
the provision that the incumbenu must be 
using prices such that potential entrants 
cannot undercut the incumbents and at the 
same time make non-negative profiu. 

It is very hard to think of mariteu where 
there are no sunk cosu of entiy. It has been 
shown this in (he pretence of even liny sunk 
costs, entry is dttened. It has alto been 
shows tlMt Mt-end-iun entry tactics will not 
work if the i H C w abe n t’s rate of retpoose is 
sufReknliy npid. The value of tite concept 
of coMeiU^ maikcu seems to Ke, like the 
concept of peitat competitioo. more in 
provUinf a benchmark than a realisiic 
ch aracteri sa tion of markeu. 


DC 

Condudon 

Entry toalegtet are the flip side of entry 
detente strategtes. While existing firms 
would like to discourage entry, new firms 
are attracted into an industry precisely by 
the success of incumbentt in keeping out 
competition and earning super-normal 
profits. I have tried to show in this paper 
thataprospectiweeninnlcanchootebetwm 
various modes of entry. The entraiM alto has 
to decide on the scale of entry. White entry 
is a one-shot proposition, process of 
entry itself and the various considerations 
that determine entry have dynamic 
connotations that can be ignored only at the 
peril of endangering the long-term viabiliqt 
of the new enterprise. 

Finally, one must remember that entry iiUo 
a market by foreign firms raises a host of 
issues. Governments react in different ways 
to such entry and potential foreign inveuon 
must take account of such reactions. As an 
example, consider the nature of the FDi 
flowing into central and east European 
economies in the 1990t. East Geriwy 
witnessed large sales of existing assets (the 
'buy' route for entry) to West Gesmant, and 
this did not create any tesentmeu. But sates 
of asseu on a targe scale (bringiiig down 
asset prices) to foreigners in other countries 
has created strong reseniinent and govem- 
mentt are actively discouraging nich adc«. 
Sinn and Weichenrieder <' 1997) suggest tlui 
joint ventures with govenunenu owning 
these asseu would be one way of overooniog 
such resent ments. 

Noted 

t Government policies still continue to be 
impofUM. For example, there yet seean lobe 
no clev rabonale for nllowing sotM MNCi 
lo tel up fullyHSwaed nbsidianes svhite 
denying petmitsion to others. Om hopes Uni 
these confusions will be cleared ap toon aod 
a set of trampatcni rnlet fotmalaud and 
inpleffletited. 

i The concept of NE is I vety weak eqaiKbrinm 
conc^. It can be ity u d cd as the bade 
equiliMam concept m stiaaliem where agenu 
ate icactiwg to each tuber, hectare ynivrnda 
par Ilf smuegtei donot iimfiUme a NE, than 
atlfuxlimepinyerwimUirylnadapindigtrml 
strategy. 

.1 I am abenacting from tioewnng postiMMliea 
beraasr I assume dwt the entnni it dbwtij 
involred m prodnciioe ihsei i n n i . 

4 See Shmin (1989). p .U4. He witea. *„.the 
simepic ispets of dw wvctmwM K into* 
model is not that it ahecs Anns 2'* inoeatiMi 
or oppoiwmties, bat tadmr dwt iaveiaMcat 
by fitra I aliers the fina'i own laeaMiret at 
a later date". 
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Exit Strategies: Experience of Indian 
Pharmaceutical Firms 

T R Madaamoluii 

This study looks at plant exit data in the Indian pharmaceutical industry to identify the role of firm characteristics 
in the exit process. Specifically, an attempt is made to address issues such as whether small firms exit faster 
or large firms, the effect of cost an exit and the effects of exogenous variables, suck as multiple plants and diversity 
across molecules on the exit proce.ss. 


THE Phannaccutical industry is a unique 
industry in that several phases of product/ 
technology life-cycle coexist. Rrms have to 
deal with both embryonic and mature 
markets, product-process .spin offs, early 
entry baniers, and lechnologica I uncenai niy. 
Proprietary technology, cost of R and D and 
access to distribution channels are observed 
to be the majorentry barriers of this industry. 
On the home front, the Indian pharmaceutical 
industry facesanumberof challenges arising 
from: (i)changes in the IntclleciualPropeny 
Rights (tPR) regime due to India signing the 
GATT agreement; (2) consolidation of 
multinational drug companies through 
mergers; and (3) intense competition in the 
domestic market. These factors are expected 
to push a number of firms into decline in 
the faceof intensified competition, prompting 
a reallocation of resources within industry. 
According to an industry estimate about 
2,000 units have exited the industry dunng 
1993-1996 |ET I997J. This study looks at 
plant exit data in the pharmaceutical industry 
to identify the role of firm characteristics on 
exit process. Specifically, an attempt shall 
be made toaddress issues such as 1 1) whether 
small firms exit faster or large ones. 
(2) effect of cost on exit, |3) otiects of 
exogenous variables such as multiple plants 
and diversity across molecules on exit 
process. The paper is organised as follows. 
In Section I the issues confronting the 
Indian pharmaceutical sector are briefly 
reviewed. In Section II the literature is 
reviewed and the framework of study is 
explained. Section III presents the empirical 
results and impficatimu. 

I 

lodiaa Phannaceudcal lodintry: 

Some Icaucs 

The Indian pharmaceutical industry, with 
an average growth rate of 12 per cent, has 
been witnessing several changes. From a 
paltry Ri I Ocrore value of output. the industry 
bat grown to about Rs 910 crore. Having 
'^ed off from repackiiiingindfonnulating 
i>npnfted<kufi,ithitptagresiedtalntegtaied 
Pumifacturing complexes, The value of 
bulk drugs produced in India has grown 
from Rs 640 crore in 1989-90 to Rs 1,580 


cnire in 1994-1995. The production of 
formulations during the same period has 
gone up from Rs 3,420 crore to 7,935 crore. 
The last couple of years have seen the indus¬ 
try undergoing sweeping changes which 
have made most of the predictions based 
on the sole issueofDtugPriceCnntrol Order 
(DPCO) far from real, ^tent regime, global 
mergers among companies and consolida¬ 
tions among Indian companies arc gaining 
significance. We uacc here some of the 
issue.s which seem to be affecting the 
continuance of Indian pharmaceutical firms. 

(1) Increasing Price Competition 

Since 1970. the number of lormulators 
and bulk drug manufacturers has multiplied. 
From a mere 800 formulators and 125 hulk 
drug 11 rms two-and-a-half decades ago, there 
were 15.000 formulators and 600 bulk drug 
manufacturers in 1990. In 1995-%. the total 
numherof units in the country was estimated 
at over 2.3,000. Of these, abtHii 16.(KX) units 
have sales turnover of less than $ .1 million 
(OPPl 19971 In the Rs 8,000 crore lorniu- 
latiuns market, foreign companies (set up in 
technical and financial coHaboration wiih 
multinational companies) account lor about 
37 per cent, while Indian companies accixint 
for about 61 per cent. Public sector accounts 
for the rest of the market. I.hilikc the global 
pharmaceutical industry where there are lc» 
dominant players, the domestic indiisiry is 
fragmented with the largest players like 
Ranbaxy and Glaxo .•uvouniing lor not more 
than 6 percent ol the market share. This cun 
be attributed to the price control regime 
which exempted the small scale tSS) units 
from excise resulting in investment which 
have been low and spread out. The 
go vernnaem decision to introduce the concept 
of loan luvnxed production 1 1 .LP) also helped 
in the mushrooming of units in the small 
scale sector. As an additional incentive, the 
government excluded SS sector from the 
purview of DR'O. This gave the large 
companies an opportunity to circumvent 
DPCO by oflenng to sell the products of the 
SS uniU through maikcting arrangements. 
Many of the trig players have even formed 
Iheir own netw^ of SS uniu to take 
advantage of the fact that they cumimie to 


remain outside the DPCO purview. 

In a reducing cost industry (at molecular 
level), fragmented prices have started hurting 
industry profits. Ciprofloxacin, used in the 
treatment of typhoid, has seen its pnees 
come down steeply mainly because of 
increase in the number of players in the field, 
with le.ss than 6 per cent close to mimmura 
efficient scale. As a result, firms are 
witnessing volume growth, especially if the 
drug happens to be DPCO controlled, as in 
thecaseofCiprofioxactn. Someofthenu^ 
players in this segment are Ranbaxy, Cadila 
and Dr Reddy, who due lu their existing set¬ 
up arc likely to benefit the most from the 
high growth rate. However, margins in this 
product are becoming thinner. The last few 
years have seen drugs sold at less at E^OO 
pnccs. Table I lists DPCO control led drugt 
selling below the announced pnee. 

(2) Pise in Factors of Production 

Increasing cost of raw maienaJ and 
squeezed up margins are bang expenenoed 
by the industry. For example, the antibiotic 
(pcnicillin-based) market constitutes Ihiee 
major segments, which arc as follows: 

(I) companies that manufacture only 
penicillin<J KPharma).(2)convcTterstmoil 
of the companiesI. and (3) the totally inte¬ 
grated ones (Torrent. SPlCl. The reoetit 
declines in prices have had a miQar hninct 
on companies that arc engaged in the 
manuiactutc of only penicillin. The next m 
line arc the integrated manulactuncrs. 
conf ronting a makc-or-buy decision. Com of 
manufactunng fw these compaiuei have been 
higher mainly because of the high com of 
setting up the plant. Converters ate inmlatrtl 
(rom the decline in prices They, however, 
will also be I he least t n henellt when the prke 
of the raw maienal goes up. The exit natiat 
lelt with these companies is eithor to export 
or cut down product ion Exports do not aeeM 
to be lucrative .is miernauanal prices ffiofa 
September 1995) are lower thim rtnmralii 
prices. Cutting production it not the heat 
way iwt. lor obvious reavom. 

(3) Better tor Cheaperi SubsHnUu 
Reduced demands enherihie to RmopOMNt 

or cost effective drugs have becfi (MtedMr 



threat confronting the industry. For 
example. Ampicillin which has been 
showinganegative growth rate, has virtually 
no market in the developed countries and 
developing countnes are using it to a limi¬ 
ted extent. Over the last three years, the 
growth of Ampicillin has dropped by 7.9 per 
cent and its market share has fallen to 1.4 
per cent from .V2 per cent in the antibiotic 
segment. With a large international base and 
declining prices, imports have become 
cheaper. 


(4) Rise in Minimum Efficient Scale 
(MES) of Industry. 

Plant sizes of few firms in the sector are 
approaching the minimum efficient scale of 
overseas firms. Kopran has a world-scale 
plaiK for mamifacniring Amoxycillin and is 
thus aUe to compete internationally without 
any major effect on its margins. Lupin and 
Gujarat Themis Biotech are the two main 
manufacuirers of Rifampicin and Btham- 
butol. with global level plants. Around 50 
pa cent of the world capacity for this drug 
is expected to be in India while 23 per cent 
will be in China, increasing MES and 
coinpelition have also reduced the margins 
in some areas. For firms, with inefficiem 
scales of production, price competition 
brought ab^ by huge additions of capacity 
seem to influence thdr decision to divest 
quickly. Wiihlheoptimal scolcof production 
for intravenous fluids moving from 1.5 
miliion io3.5 millkm units. RR Medi Pharma 
sold its plant to Wockhardt. Increasing 
operating costs and reduced margins due to 
major capacity additions were cited as the 
reasons. 


(5) Lack of Product Focus 

There are other compulsions driving the 
Indian pharmaceuticals industry towards the 
consolidaiion and exit route. The biggest 
factor is the prospect of long-term proUenu 
bwauie of the lack of focus in the way they 
have been positioning their existing drugs. 
At present, many domestic firms develop 
several different brands for the same 
tymptoim. a strategy that in many ways is 
self-defeating. Rantmy is selling both iti 
Ciprofloxacin brands 'Cifran' as well as its 
TMIoxacin' drag *Zanocin' for bacterial 
infections such as typhoid. Similarly, 
Wockhardt has two tUfferent brands - 
'Aceten' and ‘Enpri' - for the treatment of 
hypcitemKH). Under the circumstances, 
c omp ani es will be forced to either hive off 
or phase out certain brands while 
coaceMtatiitg on only one brand. But in 
order to make up for the losses, they have 
'^‘•Mwrdincioofiewfannulalionsor acquire 


required for this, the companies have no 
alternative but to consolid^. 

(6) Unconstrained Dumping 

Dumping of hulk drugs, especially from 
China, has been hurting the industry. More 
than 30 bulk drug-manufacturing units in 
Karnataka have closed down during 1993- 
1995 due to unchecked dumping of bulk 
drugs. This has resulted in over 3,<f00 people 
losing theirjobs andin vesunent worth nearly 
Rs 130crt>ie becoming tiedup. Paracetamoi, 
Norfloxacin, Pifloxacin, Ciprofloxacin, 
Theophylin, Crisofulvin. Rifampicin, 
Isobutyl benzene, Cipromazine and Chlor- 
promazine ate some of the bulk drugs and 
intermediates identified by the Indian Drag 
Manufacturers' Assoaation (IDMA) being 
dumped by the Chinese. In the case of 
Ciprofloxacin, the cost per kg in India was 
about Rs2.800while lan^d priceof produce 


from China was Rs 1.80(Mcg.Inthecaae(rf 
Norfloxacin, production cost per kg 
amounted to Rs3,000whileCliineie produce 
was available for Rs 1,300 (prices u of 
February 1994). However, provisions under 
the Indian Customs Tariff (Second 
Amendment) 1982 do not allow Indian 
industry tohamanti-duinpingdutiesiinpoaed 
on China. Even the GATT rules in this 
regard can be applicable only after one year. 

n 

Literatorc Review 

Which plant exits when an industry faces 
increased competitive pressures? The neo¬ 
classical approach to tlw analysis of exit of 
Arms in the market views this phenomena 
as adjustment toequilibrium that is dependent 
on variety of maricet attributes. These market 
attributes consist of such variaUes as growth 
in demand, scale economies, substitutes. 


Tasle I: Bulk Dougs Quotbo snow DPCO Poices 


Bulk Drug 

Market 

Price 

DPCX> 

Price 

Average Diffetence 
(October 1993-Maich 1997) 

Penicillin C (Per BU) 

800 

1.025 

-203 

Cloxocillin Sodium (Oral) 

2,200 

1356 

-J.38 

Ciprofloxacin 

2.300 

4190 

-1,760 

Nocfloxacin 

1.950 

2,162 

-189 

Griseofulvin 

3,150 

.3,691 

-512 

Meirunklazole 

425 

516 

-79 

Ibuprofen 

40.5 

487 

-48 

Analgin 

280 

317 

-32 

Ranitidine 

1.050 

1,714 

-588 

Solbutanol Sulphate 

5.400 

8.690 

-2990 

Trimethoprim 

9.50 

t.SIO 

-479 


Soun-f : ORG (1997). 


Tasls 2: Imeroamnr Vaoiaslb 

EXPSAL s Plant productiM cost (labourfniaietulJAales 

SHARE ar Plant shore of industry 

AGE c Conetpondtu date of opening (i986> I Oyn) 

IMPRM * Impons expressed as a percenuge of total raw material costs 

MULTI E Number of plants operated by the firm (including snbeonincu) 

PD B Product diversity factor leflcctjag nMlliprodnct firms which have pianu in more 

than one product category. 



TAaic3; 

Loorr RroMsstoH Rasu-n ton Plant Exit (n>I90) 


Variable 

Mean 

SidDeviatkm 



Cooftant 

1.03 

1.17 

-8.08 

. 

EXPSAL 

2.05 

8.B2 

0.32 

4.47 

SHARE 

13.77 

3.44 

0.15 

2.16 

MULTI 

.3 ..57 

5.92 

0.16 

2.23 

AGE 

4.29 

9.29 

0.03 

0.42* 

IMPRM 

15.89 

11.58 

0.01 

0.27» 

PD 

9.47 

2.21 

0.34 

4Jt7 


Log-LikeHhood 

-756.09 




Restricted slope 

-809.15 




Chi-SqMte 

39.6 




Pscudo-Rsq O.ll 

Per eem of conect p r adi ct ki n s 79.4 
Mean ProbsWIity td cl o nuu IdJpsrcMi 

A r « I « g u 



I other variaUa. Moat reieaich into 
lUtiMM of decliniQg industries has been 
n a public policy viewpoint focusing up- 
appiopriate instruments for industri^, 
leandlabourmaikct policies [Plant 1981]. 
las been observed that the speed and 
ciency of the adjustment proceu has been 
ited by the number of market imper- 
Hons including immobility of labour, 
riers tu the exit of plants and firms, and 
emroent interventions in the form of 
isidies. trade protection and 
ouragemcnt to crisis cartels. Harrigan's 
80) empirical analysis of declining 
ustries has illuminated the effect of 
ipetition, exit barriers and appropriate 
iness strategies. 

eceni thcotetical models suggest that 
It exH is determined by plant and firm 
: and relative cost [DierieVx ct al 1991]. 
ncharacteristics are not expected to matter 
.'Xit from a competitive industry. Plants 
ling lowest quasi-rents ate expected to 
r out until only efficient plants able to 
I above normal returns remain. Ghemawat 
Naiebuffst 198S)capBcily driven model 
lies that exit occurs in decreasing order 
rm size. Accordingly .declining demand 
tes the largest firm to leave first, if industry 
s (equal for both firms) are common 
wiedge and pnoduclion is all-or-nothing, 
ending to oligopoly, they argue that the 
firm to exit is again the one with the 
lest profitable tenure as monopolist, 
lying exit occurs in descending order of 
size. However, when multi-plants are 
iduced. Whinston (1988) observed there 
) simple, size-hased rule for predicting 
. The strategic .ndvaniage of small firms 
* not hold with multi-plam firms as all 
ers know that mulli-plani owners 
malise external benefits from closure of 
own plants. 

synoldsC 1988)has shown that withequal 
1 firms, high cost plants close first, 
riefcx el al (1991) observe that cost 
antages outweigh the strategic 
dvantages of size although it is difficult 
waiure. Harrigan (1980). based on her 
irical analysis of declining industries, 
rved that small, specialised firms may 
agency pnblenis if deciskm-mafcen are 
xi uponlofirethenwdves. Btalen-Fuller's 
>9) studies based on UK steel industries 
al plaiHs owned by diversified firms 
clw early, even if they have lower 
: than the swvivon who renuun in the 
try. Empirical studies have also focused 
e of the plaM’s capital stock. Newer 
IS tItouU kam biglwr reaak vtdue so 
iwiitmiBKiltelyIBnden>nilkr 1989]. 
be other band new Dfamu may embody 
) eo$f endsM techmiogtea. and are 
' Ultelv to eak early fDidy 1991 j. 


nsuie: Dboxb CBmuLirv km TuMamamm (SMX-TMP) 


Number of Finns 
in Industry 



Muei. USV refers to US Viumios. 
refers to degree centrality C^. 


Estimation PaorEOUiiE and Variables 

A firm facing increasing competitive 
pressures is modelled as choosing to cither 
let a plant cany on producing or close the 
plant down. The empirical model was 
estimated using a logit specification. The 
dependent variable equals I if the plant that 
was open in March 1986 had clo^ down 
by March 1995. The probability of plant 
closure is related to the set of plant and firm 
characteristics as shown in Table 2. 

The unit cost of imxfuction in a pharma¬ 
ceutical plant depends on the technology 
used, the throughput over which to spread 
fixed costs, the cost of purchase inputs and 
conversion effictenctes. We use the ratio of 
expenses on materials and labour to sales 
revenue as a proxy for plant protection 
costs (EXPSAL). This variable includes 
out invariam period cosu of keeping faci¬ 
lities ready for production. Plant size is 
measured by the plant's share (SHARE) of 
industry sales. As well as entering as a linear 
regressor, a piecewise specification is 
estimated so that estimated coefficient can 
take differem values for various ranges of 
SHARE. While larger plants may have 
lower costs when plant utilisation is high 
they also suffer from strategic limnlity 
particularly in an industry of single plam 
firms. Plants with higher share therefore 
have an increased likelihood of closure. 
Plant age (AGE) is measured based on its 
year of incorporation. The proportion of 
plant material inputs that it imported 
(IMPRM) is also ineatuRd. This variable 
is expected to capture the import imensiiy 
of production across films. The extern of 
diversity of product (PD) portfolio reflects 
locus in terms of moleculet and markets. In 


this study product diversity has been 
measured by using a dummy variable. If the 
firm's reported sales came from mitnber of 
products the measure PD takes a value of I, 
zero otherwise. 

Prices of bulk drags and fonniilatioiis are 
regulated according to riie provitiom of the 
drag pnee control order [DPOO 1995]. Al 
present 76 bulk drags and their lonmilaiiQm 
are under price control. Given that prioea are 
regulated, an increase in number of piaym 
in market would bring the prices down and 
the derived growth rate is volume growth. 
Hence. DPC^ and market price ate iraoed 
foreach product group (average prices based 
on DPCO’9S have been used wherever 
applicable). Single plam firms are in ao 
position to reap external benefits (torn doiuR 
of their plam. We measure nuodierof ptaMS 
operated by firm to capture its abiUiy for 
asset redeptoymem.Ahighernuniber implies 
a laige sized firm so a positive coefficieHl 
also suppoiu the predtetion of large firaia 
making incremenul capacity reductioB.TlR 
govemmem decision to tmroriuorrtiecoooepl 
of loan licensed production (LLP) has hdpad 
in mushroomuig of units in small scale MClor. 
Since the sector is excluded front the parriew 
of WGO'95 liigecompanicshavennritafiig 
arrangements with these firms. Heaoe to aer 
the effect of subcontracting and axil. 
Freeman's (1977) measures ofoeamliqrfHi 
used. Degree centrality meaniraa if aag 
subcontracting arran gem ent exiatx beiwoat| 
two plants, while betweennam cmmUtf 
measures the extern of c om m o n tonre^of 
plam among two or more ptaycn. Dagiaa 
centrality it meatuted as 

whereafP .Pj> I irP,aodP,aMeaaMR«dK 
0 oth a ew Ue . 
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Betweencu centrality is mciLsurcd as 
C, (PJ = !•„, (PJ/g,. 

g, represents numher ol geixlcsic paths 
between P antJ P iliai are through P^^ In 
supplier networks it reflects the ‘common' 
source between two manufacturers. 

Ill 

Data and Results 

Data were obtained from publications of 
IDMA anJOPPI. This wa.s merged withdata 
from CM IE 1986-95, Ministry of Chemicals 
and Fertiliser Reports. Karnataka State 
Finance Corporation (KSFC) and Andhra 
Pradesh State Industrial Develop-ment 
Corporation (APSIDC) records to see which 
plants survived in succeeding years. Several 
variables not usually published were derived 
from plant level data (market .share, labour/ 
sales) ftom Nmdini Chemicals Joumai and 
CM IE The Fteeman centrality measures were 
based on numberof direct product agfeemenls 
the firm had dunng 1986-1994. From a total 
sample of 295 llrms complete information 
could be obtained for l90planis.Toestimatc 
changes in the probability of closure with 
respect to changes in the explanatory 
variables, quasi-elasticity is calculated as 
dft/dX=P( I P IS the predicted probabi lily 

of plant closutcand the derivative of the logit 
probability is calculated at the mean closure 
probability. 

Table 3 repon.s the logit e.siimation results 
and probability derivatives. Only AGE and 
IMPRM are not .statistically signiflcani. The 
model as a whole i.s highly significant and 
correctly predicts about KO per cent the 
choices that firms made for their plants. 

Plants with high production costs as 
measured by EXPSAL were more likely to 
exit.infull sample the probability derivative 
is small; a dsHibling of the expenses to sales 
ratio at the mean would increase the 
probability of ex it to 1.7 per cent. The share 
coefficient is negative and highly significant 
indicating that larger plants were less likely 
to close. The coefficient on age is positive 
but the probability denvative is small. The 
coefficiem on MDLT1 .shows that firms with 
more plants were more likely to close. The 
predicted probability of closure for a plant 
owned by adiverstfied firm was 2.7 percent 
above that of non-di versified plants. Useful 
insights came from Freeman's centraiiiy 
measures, the Figure shows the outsourcing 
and finn sizes for a molecule (product) from 
the tunc of introduction. What strikes us is 
that outsourcing as a policy increases with 
age ofthe product and the numberof players 
(with brands i actually leduce. Also, for single 
nianu with lower degree centrality the 


The evidence presented shows that larger 
and low cost plants have higher probability 
of survival in Indian pharmaceutical industry. 
The probability of plant exit decreased with 
increasing si/.c and reduced costs. 
Importantly, the rate ol decrease in probability 
was highest for platit.s with 3-5 per cent of 
industry's .sales. This indicates that for several 
firms with less efficient operaiinns the going 
may be lough and they may have no option 
but to consolidate (via horizonlal mergers) 
or exit. Drawing from the Figure, single 
plants operating as subcontractors for the 
large players may enhance their probability 
of survival by linkages across players. Single 
plants with low Jcgn.'C centrality (contacts 
with only one or few players) may find the 
going tough. 

The characterislics ol firms also had 
important infiucnce.s on plant closing and to 
some extent these offset the favourable 
survival charactensiics ot the plants. First, 
firmsowning many plants madeplnnt closing 
decisions that did not .seem to relate to the 
reiativeproduciion costs. Secondly, specialist 
finns being unable to muster the resources 
to quit an industry are surviving in the 
industry. The available data did not allow 
a direct test of export orientation and the 
survival rate of firms. Finally, for firms 
bracing the competition, the mantra of 
.survival is lo large extent 'internal'. Better 
management, cost control and effective use 
of resources seem to be guiding posts. 
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SOUTH ASIAN 
STUDIES 

REGICHHAL ECONCMOC THENDS 
AND SOUTH ASIAN SECURnY 

Utekhuruzzaman (ed) 

1997, 21Jp. to. 575 

Ttie end of the cold war ha.s inducet! 
fresh thinking on appniacheatosecxirity 
The emphasis Is on non-amventional 
aspects, particularly economic strength, 
interest and intealcpendence of natkias. 

Central to fixu.s of the hook are 
political and ecxinoinic trends in South 
Asia at a time ol sweeping trans- 
fornuilioas inglol xd politics, economics 
and security againsr the hackdnip ol 
historical mharust and hilateral disputes. 

LBCmMACY AND C(»iFUCT IN 
SOUTH ASIA 

Submia Mitni and P. Ktxhennund (eds) 

1997, 2«Hp KoyalHvnto.550 

Twelve interdlst iplinary essays in the 
votumeexplore ilie theme of decay and 
reemergence of iastiiutions in .Stxith 
Asia. Issues addre.s.sedare; challenge to 
the democratic polity in India and 
instttutiotiul response to ft, the 
conflicling interpretations of legHiinacy 
and their impact on (lie .stahilily of .state 
In Paki.stan and Hanglade.sh, recent 
demtxratizaiion a nd crislsof iastitution- 
Ixiilding in Nepal and her teiatioas with 
India 


CRISIS PREVENTION, 
aWPIDENCE BUIUMNC, AND 
RECONCILIATION IN SOUTH ASU 

t 

Michael Krepon and Amit Sevak (eds) 
1996. 2HHp Rs.-<25 

This .study promote.s inea.sure.s for 
conflict avoidance tind confidence 
building in tlie regkm. OfTers umciete 
propoNaLs to avert future conflicts anit 
to erK'cxmtge regional co-operation. 
CkKitriUitoni are from India, Pakbiun. 
USA and China. 
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Analysing Tedmoli^ Strata 

Some Issues 

Rakofa Basant 

Dissatisfaction with the definition of industries has led to the defining and use of the concept of strategic groups 
which differentiate a group of firms from others within a given industry in terms of their strategic choices. This 
paper attempts a selective review of studies pertaining to technology strategy to explore parameters which can 
be used to define strategic groups within an industry'. It is argued that the nature of technology, industry and 
firm characteristics have major implications for theory and action related to the content of technology strategy 
and for the processes through which it is developed and implemented. 


IT is widely recognised now that a firm's 
technology strategy is influenced by the 
‘technology regime' in which it operates. 
The regime is broadly defined by a 
combination of variables capturing 
industrial structure, nature of technical 
knowledge (e g, complexity, tacitness and 
cumulativencssof the relevant technology) 
and the policy environment. Together, these 
variables determine the opportunity and 
appropriability conditions faced by a firm 
in a well defined industry Given these 
broad relationships, firms' technology 
strategies may differ across industry groups, 
in addition, differences in technology 
strategies within an industry group may he 
I nduc^ by some firm specific characteristics 
like size, nature and level of diversification, 
technological and other capabilities and 
transactional relationships. 

Till recentl y, economists had contri-buted 
little to the literature on firm strategy, 
especially technology strategy. In the early 
writings, economists essentially modified the 
Structure-Conduct-Performance (S-C-P) 
paradigm lo analyse strategy related i.s.sucs. 
These studies dc-emphasise the uni¬ 
directional S-C-Plinkages,andexplore how 
conduct, which is given a strategic 
connotation, can influence performance 
as well as structure of the industry. 
Following the structuralist paradigm, 
initially, these explorations were done at 
the industry level. Industry heterogeneity 
gave rise to significant difTerences in the 
strategies (conduct) of firms within the same 
industry. Dissatisfaction with the definition 
of industries hu led a numberof economists 
lo define and use the concept of strategic 
groups, which differemiate a group of firms 
Irom others within a gi ven industry in teim.-^ 
of their strategic choices. 

Strategic group constructs emerged 
largely from empirical observations; 
presence of a stable group of firms within 
an industry implied significant and 
enduring ba^en to entry for firms outside 
(he group, restricting mobility of firms 
from one group to the other within the same 
industry. Stral^c groups are said lo be 


iiiolated by mobility barriers over relatively 
long periods of lime (Caves and Porter 
1*^771. According to Porter (1980), firms 
in a group frillow substantially the same 
strategy in terms of product and process 
technology, market niche, channels ot 
disiribution.pricing, vertical and horir.-onial 
integration and so on. Consequently, strat¬ 
egic groups are seen as an outcome of 
deliberate intended managerial choices. 

Obviously, the value of the concept of 
strategic group lies in its role as a mean¬ 
ingful ex planaiory variable between the level 
of the firm and the industry. In other words. 
It should be capable of delineating extant 
•Uniciures and explaining (or predicting) 
conduct of firms within an industry |Piti 
and Thomas 1994:81 ]. The major research 
problem with the strategic group approach 
is how lo identify the different strategic 
groups in practice and how to allocate firms 
within an industry to the different groups 
which make up the industry's industrial 
structure. The present paper attempts a 
selective review of studies pertaining to 
technology strategy lo explore parameters 
whichcanbeusedto defi ne strategic groups 
within an industry. It is argued that nature 
of technology, industry and firm characte¬ 
ristics have major implications for theory 
and action rclatod to the content of techno¬ 
logy strategy and for the processes through 
which ii IS developed and implemented. 

The paper is divided into three sections. 
We begin in Section I wit h a brief discussion 
of the elements of technology strategy. 
Section II summarises the key technology, 
industry and firm characteristics which are 
likely lo influence technology strategy 
choices. Inthefinalsectionwc review a few 
studies which have explored the linkages 
between elements of technology strategy 
and key features of technological activity 
and in^stry/firm characteristics. 

I 

Eicmaits of TecIrntMOity Stntcfy 

The broad objectivcof technology strategy 
is lo guide a firm in act|uiring, developing 
and apptyipg technology for competitive 


advantage. A firm's technology strategy is 
also expected to serve its overall strategy 
in developing and exploiting firm specific 
advantage. In this sense, it is contingent on 
the firm to ensure a consistency between 
technology and business strategies. Given 
this premise, a firm's technology strategy 
IS often seen as a set of ch'uces about the 
rclativccmphasison; (alcostvcrsusrpiality; 

(b) broad versus narrow product maritel 
focus; and (c) technology leader versus 
follower status. 

The development ecoimmics literature hat 
emphasised the role of technological capa¬ 
bilities in acquiring and sustaining firm 
level competitive advantage. These 
capabilities broadly relate to the ability of 
firms lo handle lechmdogies and cope with 
technological change: the ability to ahiotb 
and build on technologies. In this context, 
building such capabilities should be the 
locus of strategic technology managemeiil 
endeavours. 

At the firm level these stralegK choices 
get translated into a variety of decitmit 
which cut across functional boundaries. 
MacAvoy's (1990) summary of these 
decisions (reproduced with some modi- 
fications below) brings out the complexity 
ol the processes involved in identifying a 
technology strategy ot the firm. 

Selection, specialisation, and emhodi- 
meitf In what technologies should the linn 
invest’’ What technologies are pro m i siag 
from the perspective of the existing product 
line or for new or related products? Wha 
technologies provide oppoilunities for 
improved product performance or lower 
produa cost? How should these lechoolQgles 

he embodied in new products? What 
perfonnance para-meters should domiMSe? 

How should proposal I for new tochnologMaf 
products he evaluated? 

Level of competence: How ptofleieat ' 
should the firm became in undenuoding 
and applying the technology? How doso 
lo the state of the an should the Ana te ^ 
in this technology to achieve its objecb'vos ^ 
in its products and maikeis. give* the 
competitive environment? How wneh 



emphasis should be placed oii advancing 
knowledge of the technology through basic 
or applied research, as opposed to 
straightforward applications of the 
technology through product-devdopniem 
engineering? 

Sources of technology-' To what extent 
should one rely on external sources, 
including contract research and licensing 
from individual inventors, research and 
engineering tlrms, or competitors? Under 
what circumstances should a ft rm col laborate 
with other firms? To what extent should it 
rely on internal development? 

M and D investment level: How much 
should the firm in vest in these technologies? 
What level of internal staffing or external 
expenditure is appropriate? Should the firm 
let R and D investment oscillate with 
company profit? 

Competmt timing: Should the firm lead 
or lag competitors in new-produci 
introduction?Does thebenefii from leading 
competitors outweigh the risk of uncertain 
market acceptance of a new product? Are 
there benefits in allowing a competitor to 
go first, evaluating market acceptance of 
that product, and developing an improved 
product if market conditions warrant? What 
response is appropriate to a competitive- 
pn^uct introduction? 

R and D organisation and policies; 
Should there be a central R and D lab? 
Where should it be located? How should 
it be structured? Should there be a 
separate career track for scientists? 
Should one use project teams, or a matrix 
anangemem, to allow sharing of scarce 
technical resources? Should the firm 
reward scientists and engineers on a level 
that is compatible with its industry, or 
should it be leader in compensation? 
How closely should top management be 
involved in technological decisions? What 
decision rules should be used to allocate 
funds to R and D projects? How should the 
firm protect its technological know-how? 
What should be its patent and publication 
policy? 

In all these decisions, which arc expec¬ 
ts to develop firm specific competitive 
advantages, the issue of compleinenlary 
assets will also have to be tackled. In the 
absence of such assets, which include 
manufacturing and distribution capabi¬ 
lities, appropriation of new technologies 
may be nthtf limited. More on this later. 

n 

Role pf Teckaologgr, Ladortry and 
Firm Ch a mcter la Cka 

Studies have shown that formulation and 

impiementatioa of technology strategy are 

conitraincd/determined by a variety of 

... 


industry/firm from the other. In what 
follows, we summarise some of these 
featuies. 

Naturc or' Tf.chnolooy and 
Innovativf AmviTiBs' 

Various interrelated features of 
technology, technological change and inno¬ 
vative activities have been identified in the 
literature which can impinge on firms* 


technology strategies. Theae an (Uscussed 
below, 

Tacitness: A significant pattof knowledge 
devetopedby enterprises istacit;itudifficult 
if not impossible to codify. This is 
particularly the case in the eariy phases of 
technology development; codification 
usual ly increases as the technology matures. 
Tacimess also arises due totheciicumstantial 
specifkily of technologies. Technologies 


Tablf I: PxoFOCED Pattviins ov Tbchnouxhcal OrroimjNmes and Tmbati 


Category of Opportimitiw _ Threals _ 

Finn Number of Percenuge Ratio of Percentage of 

Innovations of Product Innovations Innovation 


Avenge Principnl 
Size of Activity of 


Innovations Purchased to Made by Firmi Innovating Firms 
Those Produ- from Oiber Finn Fitting 

ced Three (Employ- These 

Digits ment) Charac¬ 

teristics 


Scieiice- 

Baied 

High 

High 

Low 

High 

High 

Chemicals 

Electrical- 

Electronic 

Specialised 

Suppliers 

High (0 
Medium 

High 

Low 

Medium (o 
High 

Low to 
Medium 

Mechani¬ 
cal Engin¬ 
eering Ins- 
tniments. 
Rubber 
and Plas¬ 
tic Prod¬ 
ucts 

Scale 

Intensive 

Medium 

Medium 

Medium 

Low 

High to 
M^ium 

Mining 

Pood 

Vehicles 

Metals 

Utilities 

Supplier 

Doimiiwled 

Low 

Low 

High 

Medium 

Low 10 
Medium 

Textile, 
Agricul- 
nne, Paper, 
Construc¬ 
tion. Prin¬ 
ting 


Source: Pavici, Robson and Townsend (1989), Table I. p 86. 

Tabu 2; Chakactbustics nr Innovattvs Acnvrnes and Thbh 
ImTUCATIOHS ran MANAOeMBNT 


Functional and Technical 
Specialisaiioa 


Inutlicoikin for the Finn 


Objectives 

Quality in aid Balance 
Amongst R and O, 

Production and Marfcetiitg 
Flexibility and Speed in 
Decision, Cover Contingencies 


Exploitatinn of Learning: 

- By Doing 

- By Using 

- By Failing 




1 Functional and Technical 

Spccialitatton 

2 Unoeitainty in Outcomes 


3 Cunwladve in 

DevetopmeM over Time 


*Batiaess Innovaior with 
Strong Knowledge of Alt 
Fanctional Areas 
*Decen<Talisation of 
Implcinenuiion 

* Portfolio Invcstmeu 

* Avoid ’Sophisticeted* 

Decision Algorilhms 
*Feedbncfc ftom Marketing 
and Piodactian to 
Technical thmclion 
'Skilled Workforce in Pio- 
duction Mid Marketing 

* Creation of Tcchoolof^ 
‘Slack* in Prodnet and 
P r ocess Designing 


4 Diflemlistton and 
Specialiiy 


Exploilation of Teebno- 
fo^col Trajeclorfos 


•See Table 3 


•J ttamai 



tea need lo be adapted to mil local 
nditioni of production. Including 
mate, raw material*, labour management 
aliont and social imtibitioRi. Tacitneu 
I lignificant impiicadona for the transfer 
dappropriability of technology. Broadly, 
tacitness increases, appropriability 
es up but transfer becomes increasingly 
ficult, requiring significant efforts on 
spart of the buyers and sellers of 
hnology. 

OiJJerentiaied learning: Innovation 
ated activities are highly diflerentiated. 
ecific technological skills in one field 
developing pharmaceutical products) 
ly be applicable in closely related 
Ids (e g, pesticides), but they are of little 
; in othff fields (eg, designing auto- 
ibilcs). 

’aih dependency and cwnidalive nature: 
:hnology often evolves in certain path 
Kiident ways conditioned by what are 
rally referred to as technological 
adigms. WhM an enterprise has been 
e to do in the past strongly conditions 
at they can hope to do in future. New 
iduct and process developments for an 
erpriseare likely to lie in the technological 
ihbourhood of previous successes, 
nsequently, technological change is often 
remenial in nature based on continuous 
nulative learning; discrele/quantum 
inges in technology are few and far 
ween. Moreover, cumulativeness like 
irness adds to appropriability of 
hnology. 

rreversibililies: Firms often get locked 
> certain technologies due to the path 
tendency referred to above and because 
the specialised invesimems (fixed and 
ik costs) associated with an innova- 
1 . This, along with differentiation in 
ivative activities, reinforce the path 
tendencies. 

'echnology supply chain: Technological 
srrelaiedness plays a crucial role in 
hnological development. We shall see 
:r that linkages with upstream and 
vnsutam technologies (users) may hinder 
nduceiechnoloiicalchangeinaiegineni. 
;hnology supply chain may also be 
loiiant in another way. Often, the full 
efiuof new technologies are not reaped 
auie all elements associated with the 
hnology are not adequately implemented 
hin the organisation; product, processes 
I practices linked to a technology need 
eembodied in the organisation for good 
jHs. 

tifenKtfM oniMf fimeiionut groups; 
neglc dedriona 10 otove Imo new areas, 
'riopment mi hnple t n en tation of new 
hnology lavolvei conUnoous and 
msive cothboniioa ud interaction 
Mg fwMrioiMny spedalised gnxipt like 
Dd D, maskei^ production, organi¬ 


sation and flnttoe. In fact, Hnkagea with 
other technologiei and complementary 
assets if entcial for the success of 
innovations. More on this later. 

Uncertainty: Innovative activities are 
highly uncertain. Three kinds of un¬ 
certainties have been identified. Technical 
uncertainty idtici to whether R and D will 
successfully generate technology and if so 
when. Maiket UDcenatnty relates to the likely 
impact of the technology when it hits the 
market - by how much will the process 
innovation reduce costs, what kind of a 
demand curve the new product will attract. 
An extension of the market uncertainty 
relates to the conduct of rivals; how rivals 
will react; wilt they match R and D 
programmes, attempt to win the innovation 
race, or will they imitate? 

Appropriability: Despite various legal 
provisions for protecting intellectual 
property, appropriability of an innovation 
is never complete. How far the results of 
the R and D activity be internalised and 
how far will they constitute a public good 
depends on a large variety of factors 
including tacitness and complexity of 
technology, market structure and access to 
comple-mcntary assets, etc. What is not 
appropriated by the innovating enterprise 
spillsover.Technologyspillaversinasector 
detetminesthe potential for imitation in that 
sector. We now move to some of these 
dimensions. 


iNDUSTxr Chabactemstici 

In the S-C-P paradigm, technological 
effort (invention/innovation) is a conduct 
variable and diffusion of innovation is 
expected to improve performance. 
Observed aectoral patterns of technical 
change are often seen as a result of the 
interplay between various k inds of market 
inducement, and opportunity and 
appropriability combi-nations. Structural 
and technological characteristics of 
industrial sectors affect opportunity and 
appropriability conditions and, therefore, 
impinge on technological strategies of 
firms in these sectors. 

Structural Features^ 

Technology effort is often seen as an 
investment to create enUry barriers, i e. 
St rategy (conduct) (o influence the stiuctune 
of the sector.Capitalist competitioninvolves 
rapid imitation with innovations contin¬ 
uously superseding each otner. Therefore, 
there is incentive to innovate only if one 
feels cunrident of being able to exploit that 
innovation rapidly. Monopoly or imperfect 
competition provides a better setting in 
which to exploit innovation. The 
Schumpeterian view is that monopoly power 
and large size of the firm facilitateiliuhice 
technological advance. This is so becaitae 
the large oligopolistjc Arms are belter able 
to internalise the benefits of innovation and 


Table 3 . Basic Technouwk'al TuAiecniaiES 


Technology, 


Categories of Fitnu 


Indusuy and Scwnce-Based 
Suaiegy Features 

Supplien 

Scale Inieiuive 

Inrormation 

Sperialiard 

Inteaaivc 

Source of 

RandD 

Production 

Software/Sysiema SmaUfFinn 

Technology 

Laboratory 

Engineering and 

Specialised 

Supplien 

Depatimenf 

Specialised 

Suppliets 

Deal ga and 
Large-Scale 

Uaen 

Trajectory 

Synergetic 

EfTicieni and 

Eflkicnl (and 

Impraved 


New Products 

Complex 

Complex) 

Specialised 


Applications 

Production and 

Infomiatioa 

Produceta 


Engineering 

Related 

Products 

Processing and 
Rcloied ProdKit 

Goods 

(ReiidMtHyMd 
IVtfnn—ns) 

Typical 

•Electronics 

•Basic Materials 

•Financial 

•Machinwy 

Product 

•Chemicalt 

•Durabie 

Services 


Groups 


Consumer 

Goods 

•Retailing 

*^nciyiy 

CSwwcals 


•Software 


Strategic 

•Comptememary 

•Balance ittd Choice in Pioductioii 

•MaKMng 

PtoMenis for 

Assets 

Technology among 

t'KilAOlOftttil 

Management 

•lofegnuian to 

Appropnation (Secrecy aod PMentsl. 

OppoTOMuty 

Exp^ 

Verncal Oisimegration (Ctt-opcmion 

nithUMT 


Syriergies 

Supplier), and Profit Oeamc 

•Ahinibtng 


•Palknl Money 

•'Fusion*' with nul-Moviog 

UscrBipertaHO 



Tcchnotogies 

•FfadiiwSM 



•Diffusirm of ftoduction 

or New 



Technology among Divisioiit 
•Exploiiiiti Prodact OpportunineB 
•Patient Money 

*NiclHa.' 


Snorce. Pavit(lW). 




are generally more certain of their 
envimntncnt. Such tlrms have the where¬ 
withal to exploit new technology quickly 
largely due to better access to finance and 
complementary assets tike manufacturing 
facility and capacity and marketing 
infrastructure Therefore, oligopolistic 
industries are expected to be more 
innovative. Empirical studies, however, 
have not been able to discern any neat 
pattern of linkages between market structure 
and technological activity. 

While the importance of cumplementary 
as.sets cannot be denied for any innovation, 
the Schumpeterian logic is probably more 
apt for breakthrough innuvation.s ratherthan 
continuou.s improvements of the 'Kaizen' 
variety. It isnoi clearifthecmpirical investi- 
gation.s ure able to make a clear distinction 
between lhc.se two types of innovations. 
Furthermore, differences across and within 
industries in terms of product/industry life 
cycles, can complicate empirical investi¬ 
gations. The product and technology life 
cycles within an industry often overlap and 
factors influencing appropriability during 
the invention, innovation and standar¬ 
disation phases may be significantly 
different [Magee 1977]. Besides, it has been 
emt^ised that market structures of both 
the technology generating and technology 
using industry arc relevant for determining 
the nature and level of rerhnningical activity. 
An enierprisc will have higher incentives 
to invent if the user industry is competitive 
than if it is a monopoly. However, if the 
appropriability of the new technology is 
tow, a monopolistic user may be pre ferabte. 
In the same vein, without a threat of entry, 
a monopolist may not invest in technology 
as she is earning super-normal profits. 

Effectiveness of intellectual property 
rights (IPRs) have been found to differ 
across industrial sectors. Forexample, patent 
protection is considered to be relatively 
more effective for chemicals and pharma¬ 
ceutical sectors than other sectors like 
industrial machinery, etc. Will lower 
appropriability result in luweriechnological 
activity by firms in a sector due to lower 
incentives? This may not happen if faster 
imitation create higher competitive pressures 
to slay ahead and reap first mover 
advantages. Besides, non-innovators may 
also undertake R and D to absorb spilloven. 

In fact. Cohen and Levinihal (1989) have 
shown theoretically that the spillovers 
associated with imperfeci appropriability 
■nay actually increase R and Din the industry 
equilibrium. They argue that there is a 
positive efl'ect of spillovers on the marginal 
productivity of the firm’s R and D as the 
firm's own technological effort improves 
its ability to assimilate the technological 
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thediliiiociidveofhiipeifectappiopriaU 
resulting in an aggregate R and D higher 
than the levd it would have reached in the 
case of perfect appropriabiiity.Sonw recent 
empirical in vestigatlons support this theory 
(see, discuuion below). 

Technological Features^ 

Many studies have emphasised the 
existence of significant inCcr>scc(oraJ 
differences in the nature, sources, 
determinants and objectives of innovative 
activities and resulting innovations. On the 
basis of sectoral specificities observed in 
developed countries, certain categories of 
these sectors have been identified. On the 
basis of some empirical evidence from UK, 
Table 1 summarises sonK salient characte¬ 
ristics of the sectors identified. 

Supplier-dominated sectors: Innovation 
is exogenous to this sector, embodied in 
purchased inputs. R and Dis lowand mainly 
adapti veduetolimited technological oppon- 
unities. Appropriabilltyand cumulativeness 
of technological capabilities are relatively 
restricted. Typical sectors are textiles, 
clothing, leatiw. wood, agricultunc. The 
threat of entry faced by the incumbents in 
this sector usuall y emanates from machi nery 
suppliers who control most of the technology. 

Specialised suppliers: Firms in this sector 
fociis on product innovations that enter other 
sectors as capital goods. Formal R and D 
is low but abundant i nnovatlon opportunities 
are exploited through tacit design and 
engineering capabilities. Idiosyncratic and 
cumulative skills make for relatively high 
appropriability of innovations. Typical 
secton are engineering, instruments, rubber, 
etc. The firms in this group may face user 
sector firms as potemial competitors through 
vertical integration. 

Scale-intensive sectors: Innovation is 
endogenous to this sector as part of 
production activities in large complex 
production systems. Production engineering 
and leatning-by-doing are miyof sources of 
technology. R and D expenditure are high 
as these fonns generate their own process 
techtwlogy in many cases and imegrate 
vertically to moke their own equipment. 
Appropriability is also high due to vertical 
integratkm and cumuloli veneu of learning. 
Besides, the threat of technology baaed ent ly 
IS unlikely to be strong, given the relatively 
^rnall size of the lecluiotogicaily strong 
suppliers. Typical secton are transport equi¬ 
pment. glass, metal, cement, etc. 

Scienee-hiutdseetorr Innovation activity 
IS endogeooos to the sector but is located 
m labs and based on rapid deveiopmenu 
m underlying scieocot. Technological 
opportwiiiies are Mgh reauUing in high 

and Oaxpendhuica. The entry barriers in 
■he lector are high due to large R and D 
mveiimenla and Ugh appropriability. 


Product innovations from this sector enter 
a wide range of sectors at capital or 
intermediate inputs. Typical sectors arc 
electronics, chemicals, drugs and bio¬ 
engineering. Scientific advances often 
enable horizontal divenificalion into new 
product markets. Therefore, similar science- 
based firms diversifying horizontally into 
related product markets are the potential 
competitors for firms in this sector. 

It should be noted that the charactcrisaiion 
of these secton con change over time. 
Broadly, as compared to other sectors, 
technological opportunities are higher in 
science based firms (given munificence in 
underlying technologies) and in specialised 
suppliers (given continuous pressures to 
improve production efficiency in user 
sectors). Firms in these sectors also 
emphasise moreon product innovations vis- 
a-vis process innovations. We sliall see later 
how these lechnologica] specificities of 
various industry groups can influence 
technological strategies of firms in these 
sectors. 

Firm Characteristics^ 

A large variety of firm characteristics, 
impinging on technology strategies have 
been highlighted. It is impossible to cover 
all these features, a few dominant ones are 
discussed. 

Fi rm site: The role of firmsizehasal ready 
been highlighted above. Two aspects need 


to be itiesied.One, large oligopolistic firau 
arc often able to iitternalisc the benefits of 
innovation because of the access to 
complementary assets which include 
competitive manufacturing facilities, 
distribution and service networks and 
complementary technologies [Teece 19861. 
Two, as an activity, often R a^ D displays 
scale economies. Conaequentiy, large fiims 
with large R and D de|nftinents are often 
more efficient in generating iiuwvation and 
also have greater incentives. This is not to 
deny the invent! venessof small-scalefinns. 
especially in the eariy part of the product 
life cycle and in sectors like biotechnology 
and software. However, size is stili impo¬ 
rtant in successful innovation, i e,commer¬ 
cialisation of inventions. 

Product diversification: The scope of 
product market aai vities may influence the 
technology strategiesof firnuinthree ways: 
(i) the muitidi visional muiliproduct firm it 
in a position to re-aJlocate cash from 
businesses that have positive cash flow to 
new businesses with negative cash flow, at 
least for short durations; (ii) product mailcet 
portfolios of multiproduci firms can 
increase the payoff to uncertain R and D 
by increasing the probability that new 
products and processes resulting from 
corporate R and D can be commerdaliaed 
inside the fiim; and fiit) nwltiproduct firmt 
can more readily develop and conimeretaliie 
fusion techfio-logies which involve ilw 


Tabu 4: An Ovekview of Motives fqk Stratecic Inteuirm pAnxEaMC 


IMathrcsrdalcdlabaak and applied research and somt general charactcrbtkiaflcciwalagiad 
devriapmcnl: 

- Increased complexity and imerseciorat nature of new lechnotogies, cross-feitilltMion ofscieiuiflc 
disciplinei and fields of technology, monitoring of evolution of lechnologict. icchnoiagical 
synergies, acceu loacientific knowledge, or lo comptementary lechnology. 

- Publishing agiccd upon technological tn^lories and iherchy reducing and minindamg and 
sharing of uncertainly in R and D. Also reducuig irreversible comaiitmenis. 

- Reihietion and sharing of costs of R and D 

- Selling standards, norms, rules, and system and interface specifictiiont (Sony Betamax, and I tarn 
Commander). One may not be able lo scl standards ^onc. Co-opesation ram lednoe inch 
technological uncertainty. 

II MoIItcs related lo concrete innavalion proctsacs: 

~ Capturing of paitner's tacit knowledge of technology, lechnology transfer, technological 
le^rofging. 

- Shorteniof of product life cycle, reducing the penod between invention and mat te •atrodnetNOL 

~ Scale Econooiici in R and D. Search and evaluation procedure for « mote varied pearihic 

combinalKNis of products and processes. Imcnialisauoniiiipliesliiiiiird scope of aeachripnaigieB. 
Reducing duplicative reseireh races. 

- Umitalions of market related information flows relevant for uuiovauan piooeM. 

in Motives rclalcd lo marhet ucccm and search for ep p u i tunUea 

- Monitoring of enviroiiinental changes and oppoftuiuies. 

- Inictaaliooalisaiion. globalisalioo and entry lo fnieign markets. 

- New products and msikeia, nuuket entry, exponsioo of product range. 

IV Mutivcf related lo the rednetien of naerkei anccrtalntjr; 

' Super-additive advantage/paaiiive sum game: Jotat imovativc profits, quasi leaia an in the coat 
of a monopoly. 

- Reduce uncciiainty about opportunistic behaviour by other fiitM. 

- Redaction in information costs and uibiequenily not excluded or fitted with unuy bwiiiBa 
(Uiatef k). Creating t^llectivcly'* entry bariien for non-partnen. (Sane is the cok ia aMtiag 
staadanli). 

- Stebk pannenUps. innovate once succeufully. tendency to do it again aa tranaaeilMi earn 
coHapte after the Ant successful innovative inttraciioe. 

Snurru. ^y bused on Hegadoomf 1993). p 27.1. 
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blendingof (echnologicalci^xiciiies relevuit 
to disparate lines of business. 

This fusion by no mean.s occurs auto¬ 
matically, and requires iniermtl structures 
which are flexible and penncable. Indeed, 
there appears to be less diversity in 
innovating firms’ products than in their 
technologies [ Paviit, Robson and Townsend 
1989], This i mplies that tlMse firms develop 
technological capabilities beyond those 
strictly relatedtotheircurrentoutput Higher 
technological diversification reflects 
synergies through Jinks with upstream, 
horizontal and downstream activities. 
Such differences in technology vis-a-vis 
product differentiation can also be due to 
a conscious strategy to counteroppomiitistic 
behaviour by suppliers, customers or 
partners and uncertain future. Alternatively, 
it can simply be due to technical inter¬ 
dependencies requiring such technological 
capacity. 

Nevertheless, the multiproduct firm does 
afford opportunities for economies of scope 
based on transferring technologies across 
product lines and blending them to create 
new products. Despite the path-dependent 
nature of technological change, the diversity 
of application areas for a given technology 
are often quite large, and it is often feasible 
and sometimes eftkamt to apply the firm’seapa- 
bilities lo different market oppommitia- 
Conglomerates: Such organisations are 
likely to be decentralised, and this may 
favour the innovation process. 'These can 
also use the internal capital market to fund 
the development of new technologies as has 
been the case in Japan and South Korea. 
However, the importance of this is likely 
to be reduced (i) the more the capital, 
including venture capital, is available for 
new stand-alone businesses, and (ii) the 
more the headquarters management acts 
like external capital market agents. 
Accordingly, on groundsof access to capital 
and diversity of activities, one would not 
expea the conglomerate to look too di fferent 
from a portfolio of stand-alone Anns with 
respect to its innovative capacity and 
technological strategy. Of course, the 
accounting praaices used in such firms to 
fund new projects will matter. 

Besides, there are two ways in which one 
might expect the conglomerate to under¬ 
perform vis-a-vis stand-alone rirms with 
respea to innovation. Oneis that it isdifficutt 
for conglomerates to develop distinaive 
company-wide corporate cultures. Accor¬ 
dingly, ii may be quite difficult to build a 
strong internal change culture at the 
corporate level. As compared to a stand- 
alom firm, getting across to employees the 
notion that the unit imist ultimately be viable 
on its own will be quite a challenge. 

auivll Inis 


powered incentives for top maiugemrat 
and employees will be hindered by the 
absence of an equity instrument geared to 
divisional performance. Therefore, it is 
argued that often the conglomerate does not 
appear to offer distinctive advantages in 
environments characterised by rapid 
technological change. 

Vertical integration: A distinction is 
usually made between two types of 
irmovation: autonomous (or stand-alone) 
and systemic. An autonomous innovation 
is one which can be introduced without 
modifying other components or items of 
equipment. The component or device in that 
sense stands alone. A systemic innovation, 
on (he other hand, requires significant 
readjustment to other paits of the system. 
The major distinaion relates to the amount 
of design co-ordination which development 
and commercialisation are likely to require. 
Systemic innovation may be organisational 
as in the case of electronic fund transfer or 
synergistic as in augmentation of VLSI 
technology due to the advances in X-ray 
and electro-lithography technologies. There 
can be synergies of an otherkind; an internal 
combustion engine could not be used to 
make a motor car till the invention of the 
diflerential. Similarly, instant photography 
required redesign of (he camera as well as 
the film. 

With systemic innovation and synergies, 
internal organisation (integration) can often 
assist the workingsofthe market. Integration 
facilitates systemic innovations by 
facilitating information flows, and (he co¬ 
ordination of investment plans. It also 
removes institutional barriers to innovation 
where the innovation in question requires 
allocating costs and benefits, or placing 
specialised investments into several parts 
of an industry. 

External linkages: Firms commonly need 
to form linkages, vertical (both upstream and 


downstream), laterri, vd s om e tim e! 
zontal in or^ to produce and marln 
products. Forexample, linkages areexti 
imponant when thm are vast consul 
sideeconomiet, as in computen and so 
development. Standardisation in 
drcumstances provides signifleant f 
deveiopinent oppwtunities. 

Such linkages may evolve into sti 
alliances to develop and commercialii 
technologies. This is likely to be so bi 
as compared to arm's length n 
contracu, such arrangemenu have 
structure, involve constant inter) 
among the parts, more open inforr 
channels and greater trust. Compa 
hierarchies, such alliances or net 
among firms call for negotiation ratht 
authority and put great emphas 
boundary-spanning roles. Although 
conned^ through alliances have * 
degree of autonomy, the relationshi; 
well be anchored by a minority i 
position, as is often done by MNEs 
VIS firms in other countries. ’ 
arrangements can be used to provide 
of the benefits of integration while avi 
some of the costs. However, it is also (c 
that such linkages constrain technol< 
activity; strategic technological actic 
to be accepted by aliaegmcnuof the net 
else it will be ineffective. 

Virtual corporations: The term i 
corporation has been used in but 
parlance in the 1980s and 1990s ton 
business enterprises that subcoi 
anything and everything. A key quesi 
whether the innovative capacities ol 
companies ate impaired by the absei 
in-hwse manufacturing and other 
bilities. Virtual corporations are of ( 
smaller than they might otherwise t 
viitueof theabsenceof vertical integr 
and thus generall y have shallow hienr 
They might well have innovative cu 
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and external linkage! to component 
mamihctuien. 

Defined this way. virtual corporations 
have (he capacity to be very creative and 
excel at eaily-itage innovation activities. If 
(hey do indeed establish a strong alliance 
with a competent manufacturer, they may 
also have the capacity to be first to market, 
despite the absence of the requisite internal 
cap^lities. The hazards associated with 
virtual structures ate not unlike the hazards 
facing the Individual inventor. The problem 
IS that unless the firm is operating in a 
regime of tight appropriability, the innovator 
may not be able to capture value from the 
innovation, and the manufacturer, by 
integrating into reaearch ami distribution, 
is likely to become the firm’s competitor 
[Teece 1986], While virtual or hollow 
corporation is not a common entity in 
devdoping countries, the hazards referred 
to above are real for most firms using 
inappropriable technologies and without 
control over complementary assets. 
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Nature of Technology Strategy: 

Exploring the Role of Technology, 

Indnatry and Finn Characteriatica 

Certain strategic implications of 
leclmalogy, industry and firm characteristics 
discusiedaboveareobvious. Based on some 
studies, in this section we will discuss how 
these characteristics impinge on choices 
related to certain elements of technology 
strategy described in Section I. 

SiiCTOitAL Patterns of Tta-Hwx.ocv 
STRATEoms 

The discussion above has already 
emphasised the notion that any analysis of 
technology siraiegtes should explore the 
inter-sectoral differences in technology 
opportunities and that cumulative 
development of firm specific technology 
knowledge/competence may constrain/ 
influence technology strategy. Paviit. 
Robson and Townsend (1989) have 
attempted luch an exercise on the basis of 
data on technological innovations in UK. 
The cumulative and differentiated nature of 
technological developments in firms 
vuggesls that the choices about the content 
nf technology strategy discussed in the 
"lanagemcnt litentuie- broad front versus 
specialised, product venus process, and the 
leader venua foHower - do not lake into 
*%ount the enormouivaiietybelween firms 
in sources of technological opportunities. 

Strategic implications of tome key 
features of technologkat activities are set 
out in TiMe 2. The strategic problems 
ouuoatiagfrtNBlecinological variety across 
induttrialaeciananiiiimiHriaedinTaMe 3. 
In addilioa to the secton identiflod in 


Table 1, Table 3 indudet an information 
intensi ve secUrt. In recent timet, information 
and computing technologies have created 
significant opportunities forsoAwarc-based 
technical chaiige in processing information. 
The supplier dominated sector has been 
excluded since accumulated technological 
skills and strategic initiative lies with the 
suppliers. Firms intending to move away 
from this position try to adopt either scale¬ 
intensive strategies (e g, in textiles) or 
information-intensive strategies (e g. in 
retailing). 

In science-based sectors, the key opportu¬ 
nities arc for borizontai diversification into 
new product markets. Access to comple- 
menuty assets to cote technologies are of 
strategic importance for such a movement. 
For example, a firm moving from the 
production of phvmaceuticals (office machi¬ 
nery) to pesticides (telecommunicalions) will 
need to understand and service a new market. 

In scale-intensive and information¬ 
intensive secton, key opportunities lie in 
technology fusion, if firmscan progressively 
i niegrate rapidly, changing tech nologics into 
products and production systems. The firm 
specific competencies in these sectors are 
oAen based on scale and complexity in 
design in production and in marketing and 
co-ordination. Integration of new 
techrtologies is likely to reducecost, increase 
flexibility and facilitate new product 
development (e g. through CAD-CAM. 
robots and software). In other words, 
lechnology fusion or blending may provide 
job shop flexibility to scale iiuensi ve firms 
based on assembly line orcontinuous process 
technologies. 

Overall, (he evidence suggests that firms 
do not have completely free choice aboui 
whether or not be broad front or specialised, 
and product or process oriented. However, 
specific firms can follow more than one 
technological trajectory. A large computer 
firm, for example, can at the same time be 
science-based (electronics), scale-intensive 
andinformation-intensive. The dominating 
technological trajectory may need to be 
identified empirically. 

Make, Buy and Copy Strategies 

As discussed in Ssection I, a firm has two 
broad (but not mutually exclusive) choices 
regarding the acquisition of lechnology: it 
can internalise the innovation process by 
pursuing specific activities or it can use 
existing m^ets to purehaic lechnology. 
Thedect Sion whether to develop indigeiious 
technology or lu purchase technology is 
influenced by benefil-cost comparisons 
which have to take account of factors like 
technology spillovers, potsibilitks and costs 
of imitalion. etc. Obviously, the policy 
regimeinnuencestbisdocision signifi^idy. 
Broadly then, (he technical knowledge 


avafiaUe to a rirm can be divided in terms 
of three alternative sources of acquisition: 
(s) knowtedgegenerwed by firm on its own; 
(b) knowledge purchased by the firm; and 
(Ospillovert created by knowledge 
generation of other firms. 

The purchased knowledge can be 
disembodied in the form of technology 
licences or embodied in the inputs (includiDg 
new vintages of capital) the firm purebaaes. 
Besides, licences and inputs can either be 
acquired domestically (vrithin the country) 
or from foreign sources. In the same vein, 
technology spillovers or imitation potentiai 
can be creat^ from knowledge g en erat ion 
of domestic agencies (firms, government 
and private research institulioas, individual 
researchers, etc) and from knowledge 
generation abroad. 

Basant and Fikkert (1993) and Basaat 
(1993) and Basant (1997) have explored the 
deteiminaitts of these technology acquUMoa 
choices in the context of the Indian corporate 
sector. Some conclusionsof these stucto are 
interesting and suggest significant 
implications of imitation potential, firm sue, 
foreign equity participation and import of 
embodied inputs on the make/buy suaiegies 
of Indian firms. 

(I )Disembodiedteciuioiogyp«irci»teand 
R and D arc substitutes in productioa TMs 
implies that on average sowqiies band oa 
technology purchase, at least in I lie short run, 
are accompanied by a rarhiction in fim’s 
own lechnology effort 
(2) Existence of domestic techiMlofy 
spillovers (or copying potential) induce 
a strategy based on firm's own R and D 
presumably to imeroalite the R and D 
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Mbafeby ftnm in the fiector. 

Such t^UoveiB ligniflcantly reduce the 
protMbility of solely rdying on technology 
purchased-Aom abroad. However, in the 
presence of such imitation potential firms 
may use the strategy of .<iupplemenling 
their own effort by foreign technology 
purchase. Such a .strategy probably was 
partly responsible tor the Kaizen type of 
continuous improvement. 

(3) Foreign technology spilloven increase 
firms' R and D efforts. Increases in such 
spillovers also increase the probability of 
foreign technology licensing but reduce the 
chances of combining it with indtgeitous R 
and D efforts. Apparently, absorption of 
foreign technology spillovers is attempted 
through two strategies: internalise such 
spilloven through oik's own technology 
effort or learn more about it by purchasing 
foreign technology. Interestingly, the data 
suggest that the sec^ strategy is ineflinent as 
ibieign technology spillovers have significant 
positive impact on firm output only when 
combined firm level R and D. 

(4) Large firm size and the import of 
embodied technology in the form of capital 
and other inputs induces R and D and 
increasei the probability of doing R and D, 
UcensingfoieigntechiKlogy or both relative 
to being technologically inactive. There are, 
however, some interesting sectoral 
differences. Large firm size increases the 
probability of doing R and D. licensing 
fmeign technology or both relative to being 
tcchnoiogicafly inactive. The firm size has 
the most significant impact on the choice of 
doing only R and D for chemical firm.s and 
and relying only on technology purchase 
forindustrial machinery firms, ^ides, both 
sets of firms are also likely to combine 
indigenous effort with licensing of foreign 
technology than being technologically 
inactive with increases in firms size. This 
implies that the utility of retying only on 
R and D increases with increases in firm 
size for chemical firms and that of relying 
only on technology licensing for industrial 
machinery firnu. We need to understand 
whether these strategies are policy-induced 
or reliance on oik’s own R and D efforts 
is not adequate for luge firms in industrial 
machiiKfy industry. This may also be linked 
to the type of technology sought; larger 
industrial machinery firms probably seek 
product technology from abroad which 
requires reiatively lest local adaptation. 
Bcaidet, given the technological capabilities 
in this industry, local adaptation may also 
be more feasible in iMs industry. Therefore, 
relying on foreign technology licensing 
alone is possible in many cases. Such 
processes were, however, not dominant 

rhemical firms. 


also increases technology licensing expen- 
dtoire. On avenge, firms wiih foreign ei^ty 
participation are most likely to combine 
technology licensing with their R and D 
efforts. Here again some sectoral differences 
are noteworthy. Foreign equity participation 
improves the utility of technological dyna¬ 
mism among chemical firms and not among 
firms engaged in producing industrial maefu- 
nefy. In fact, such participation significantiy 
decreasesthechanccsof relyingonR and D 
alone among industrial machinery firms, ft 
improves the probability of licensing foreign 
technology and combining it with their 
R and D efforts among chemical firms. 
Apparently, foreign equity participation 
influenced technology strategies in the two 
sets of firms differently. The pecultaritiet 
of the patent regime and the importance of 
formal R and D may have induct chemical 
firms with foreign equity participation to 
undertake more indigenous R and D. 

(6) For all sectors put together, import of 
embodied technology in the form of capital 
and othcrinputs induces R and D and increases 
the probability of doing R and O, licensing 
foreign technology m both relative to being 
technologically inactive. However, capita 
imports improve the probability of relying on 
technology licensing alone among chemical 
firms and on R and D alone for industrial 
machinery firms. Of course, for both sets of 
firms, the probability of combining the two 
also improves with capital imports. Adaptation 
to suit local conditiofu seems to be more 
important forindustrial machinery finra. while 
lying of capital imports with technology 
licensing was perhaps mme prevalent among 
chemicai fitnu. Other imports seem to signi¬ 
ficantly reduce the need to Koencetectinok^ies 
to produce them domestically by chemical 
firms while suchaprocess was not significant 
among indusUlal machinery firms. Once 
again, adaptive R and D induced by such 
imports is perhaps mote significant among 
industrial machinery than chemical firms. 

Imtechation. Lkxnsjno and Stkategic 
PAKTNEamo 

The variety of arrangements to link 
organisations it almost unKmited, and the 
resultant forms quite diverse. A conslellalion 
of licensing, manufacturing and mariuling 
agreements will typically characterise many 
intcr-organisarionai arnmgements. R and D 
joint ventures, manufacturingjoint ventures, 
co-marketing arrangements and consortia 
are just a few of the resultant forms. Some 
of theih anangemenu constitute extremely 
complex open systems, and some may be 
unstable. The mani^erial functions in theae 
inter-organisMional networks are quHe 
differeiK fram the auihotfty relaiionship 
which comnoniy exisu in Merarebies. 

‘ hottlldlfy* 


circumstances that involve mnnii 
dqicndency. This section ri ii tx i w ei tom 
studies which explore the impact's 
technology choacteristlcs. apprapriabilit 
and complementary assets on smne of tbes 
inter-organisational arrangenietits. 

Specialised Compiementary Assets 

In the initial phases of new technolog) 
commercialisation, competition is anion 
designs. Uncertainties are about whict 
design will emerge as ckiminant. It it oi 
strmegic relevance in this phase to make 
efforts to create the dominant (standardised) 
design closer to firm's specification. After 
the emergence of the dominant design, price 
(and delivery) competition becomes more 
relevant. Consequently, reduction in cosu 
through pn)cessinnovation,scaleeconomie 
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iMmiog beaomef crada). Theae pto- 
Mt fd leflectad In the empirical obier- 
on that when new techiMlogiei are 
nmerdaliied, prooeu innovaliMi often 
owi product innovation. With the 
aing of the rate of product innovation, 
igtt* tend to become mote itandardised, 
viding the opportunity for large-Kale 
iuction and the deployment of specia- 
d aueta. While thii penpective on the 
woiogy lifecycleisinstructive.itimpli- 
y auume* that a breakthtough innovation 
erlies this transition. Recent develop- 
ntt and the success of the Japanese firms, 
ecially in the auto tenor, have challenged 
linear-dichotomous (product versus 
XU innovation; design versus price 
ipetition) characterisation of the 
:este$ at work. Even during the phase 
trocess innovation, significant product 
.'vations may lake place: firms compete 
KW variations of the old designs with 
lificani reductions in lead times. Within 
.mad technology life cycle, product life 
es are increasingly becoming .shoner 
I high rates of pnduct obsolescence. 

I almost all cases, the successful 
uneicialisation of an innovation requires 
the know-how embodied in the 
ivalion be utilised in conjunction with 
I complementary assets as markeiing. 
ipetilive manufacturing and after sales 
qort. Compiemeniary assets can be 
eric, specialised or co-specialised. 
eric assets are general purpose assets 
do not need to be tailored to the 
ivation. Specialised assets an lailor- 
! for the innovation, and are necessary 
the implementation of the innovation, 
specialised assets are (hose for which 
is bilateral dependence. Whether the 
is required for 1^ cost production and 
ribuUon are specialised is important for 
egic decisions regarding integration and 
aboradoo. 

te flow chart (Exhibit I) suggests that 
m managers make R and D and 
imercialisation decisions, they must 
liify, preferably ahead of time, the 
^temmary asieu that the innovation 
need for luoceuful commercialisation, 
(tactual or coUaboralion alteriiati ves will 
(airaicfic aenae if (he complementao' 
ts are not qgedaliied. or if the appro- 
tilily of the innovation is ironclad, 
aboraiion/contiaci inodes can also be 
.)Uhleiffi)(heiflqultedcoiiip-)ementary 
-s are not criticid; or (ii) for assets 
■h cannot be procured by the inaoviting 
due to lack of ftnaacial resources; or 
foraisetoJii which imitaiors are already 
'OcaUy belur poiitinned. Otherwise, 
integiition (tn-hdute atrailabillty of 
,)l«nHitaty aaieta) alicnuti ve ou^ (0 
’teftmd to captuie the value of the 
ivaiim. 


Technology Sinuegy-Maiuffacturing 

Strategy Intetface 

Given limited ai^pfiability of techno¬ 
logy. strategies that einploy co-specialised 
assets and other inter-dependencies are 
advocated to generate and protect the eco¬ 
nomic rents buminnovation. Manufacturing 
capability is often seen as one such asset. 
Empiric^ evidence has shown that com¬ 
petitive manufacturing provides significant 
learning potential and the associated cost, 
quality, delivery and flexibility advantages. 

Just like succOuful commercialisation of 
certain innovations is dependent on access 
to good manufacturing facilities, nature of 
existing manufacturing facilities can 
condition nature of innovation activities 
(even technology strategy) undertaken by 
the firm. Competitivemanufacturingis also 
likely to be critical in many circumstances 
because technology and product tand 
industry) life cycles are not co-terminus; a 
given embodied technology may be able to 
provide variousgenerationsof new producu. 
It is pertinent in this context to note that 
DeBresson and Lampe) ()985) have 
questioned the conventional wisdom that 
organisational design (manufacturing and 
safes mode5)is significantly constrained by 
technology's evolution, as reflected in the 
technology life cycle. The shift from product 
to proceu innovation during the technology 
life cycle is expected to be accompanied by 
shifts in production modes from custom to 
batch and line process. DeBresson and 
Lampel (1985) broadly agree with this 
progression bul emphasise the flexibility 
available to choose from fliese modes at any 
given point in time to suit the firm's strategic 
choices regarding market segments to be 
served.Such flexibilities need to beexploited 
for strategic advaniitgebut tbccliosen produ¬ 
ction modes must be compatible with (i) the 
projected product design (performance ori¬ 
ented, applications, slamWdised); (ii) the 
technical environment (rapidly changing, 
stabilising, stable) and (iii) the market 
objectives (niches, segments, or dominant 
mass markets). Alternatively, enterprises 
can mix modes by adopting different 
manufacturing processes in different 
plants. 

Strategic Technology Partnering 

Focused R and D projects involving 
vertical technology partnering (supplier- 
usertbackward-forwaid Unkages) have been 
quite pervasive for the acquisition of 
complementary assets. Intra-industry 
horizontal linka^ anumg competitors (or 
developing technologies or setting stan¬ 
dards n a itlaiivety recetu phenomenon, 
prenmhbly induced by increasing lechn- 
^ogicat complexity. R and D diversi- 
ficilion or technology fusion through inter¬ 
industry technology development is the 


emcsfblgpbenoineaon fueled by rapid and 
rathcaldiaagea in tbefromiets of technology 
and the related changes m competitive 
enviromnmiL 

R and D cooperation (joint R and D 
neiwoffci, etc) typically occur when risks 
and R and Dcosta ate high. Given the risks 
and costs, such anangemeau take place 
when the strategic advantages arising from 
expected future gains in knowledge given 
the risks and costs, such an arrangement 
(due tosynergic technology crealioa through 
interaction and dynamic technological 
accumulation) are higher than the 
considerable co-ordination (co-operatioo 
costs and possible rent losses). In additioa, 
the Costs may also include a lou of or 
possible leaking of tacit knowledge, leading 
to dilution of profits. New technolofiea 
require multiple sets of complemeouiy 
technical developments, which often go 
beyond the scope of even the Iwgeat fims. 
These and many other motives induce 
strategic technology partnering (Table 4). 

Theoreiical coniribulioiis inspired by 
transaction cost economics view imer-firm 
partnering as an economic pfaenoineiioa 
between market transactions and hierafcidea. 
Although, there are a large number of 
motives for such partnering, market and 
technology related motives dominate 
(Table 4). Hegedoom (1993) has waalysad 
a large data baseof nearly 10,(100 uBdmoioKy 
co-operation agreemenu to analyse the 
motives for such partnering. All tbese 
agreemenu involved combined innovaiiwe 
activity or an exchange of technology. HU 
analysis highlights certain sectoral 
di ffetences in such paitnering. Technology- 
related rootives are dominant in so-called 
hi-tech sectors: in other sectors, 
chataaerised as mature industries or aoctots 
that undergo a process of consdidarion. a 
Urge variety of market related otjectivts 
could be linked to strategic partnering. 

Moreover, a wide variety of strategic 
technology alliancis are associated with 
different modes of otganisatioiial IMufes. 
For example, Comdex iMer-organisarional 
modes of strategic technology partnerii^ 
such as joint vemuies are apiriied by fiiUM 
if (hey aim at a wider set of objectivet (ha 
when they primarily intend to Im p i ' u ve 
innovative cflotts. Such a set of ot^nciisw 
with both market access and tec h nology 
related motivation demands a larger spun 
of control by the enterprise than dm 
dimensionally motivated agre em w c 

TAcfniess ANt> DmNotoacM. 

UNciaTAiwrr 

Till recently, most analyaeiofta c hnology 
siiaiegy concentmed 00 thoae cnM uAm 
pn)pertyrightsaK«dlde(iiMd.MolMMito 

is stable and products are flmMUidhnlliil 

practice, however, moat 



involve lonte degree of uncertainty 
concerning technological outcomes and the 
appropriationofbenefits. All technological 
tranaactiom bear a nuniher of common 
characteristics; system interdependence, 
indivisibilities, asset spectlicity, market and 
technological uncertainty and limited 
appropriability. Exhibit 2 charts out two of 
Him environmental variables (uncertainty 
and appropriability) along with an 
entrepreneurial characteristic, risk and 
uncertainty proneness or aversion. 

The lower left hand comer of the vertical 
plane charactensing standardised product, 
stable technology and clear property rights 
has limited validity as technological 
transactions are uncertain in so many 
respects. The upper right hand comer of the 
vertical plane characterises the extreme case 
af technological and appropriation 
jncertainty. Typically, with the aging of 
echnology, uncertainty wilt decline and 
;odiflcaiion will accompany standar- 
lisation. 

It has been suggested that extreme cases 
if uncertainty will result in high transaction 
rosts in the market and therefore 
niemalisadon within an organisation is a 
ubstitute. But such is not always the case: 
K existence of networks and co'operati ve 
'eniiires poinu to the fact that certain types 
f inter-organisational linkages (e g, among 
omponcm suppliers, assemblers and key 
ostumers) are also appropriate for techno- 
agicai transactions, in particular to develop 
movations. This is despite the fact that 
nder uncertainty, contractual agreements 
e difRcult to specify and monitor aitd 
ost-contractual opportunism common. 
Tacitness of an innovation can also 
nptnge on strategic actioiu to ensure 
rpropriation (Exhibit 3). In the phase of 
vn product and market creation, the left 
and side of Exhibit 3 is the most likely 
rategy; in the phase of product standv- 
isation, the right hand tide df the exhibit 
comes relevaid. Both are associated with 
ffeteiM types of linkages among firms. 

Conclusion 

i has been my endeavour in this paper 
show, throu^ a selective review of 
mure, that nature of technology, industry 
d firm characteristics have major 
plications for theory and action related 
the content of technology strategy and 
r the processes through which it is 
vdoped and implemented. These dements 
ndio form the core for defining strategic 
naps within an indudry. More complexity 
) be added to the proceaaet discussed 
ove by explicitly factoring in the role of 
Kto-acDnomic and other state policies 
nn firm level dreisioo- 


technology strategy need be avoided and 
the complexity introduced by various 
panuneters discussed here wilt need to be 
tackled squarely. Recognition of such 
comi^ex proces-ses is a good starting point 
for such endeavours. 

What implications does this review have 
for the Indian corporate sector? Of course, 
a lot will depend on the firm, technology 
and industry characteristics. Besides, (he 
technology strategy will havetobeexpiicitly 
linked to the corporate strategy of a firm 
and the strategies of its competitors. 
However, a few things seem obvious. By 
^and large, the Indian firms are followers, 
'trying to catch-up with ihe Arms in more 
advanced countries. In the medium run, for 
most firms, a strategy of quick assimilation 
and improvement is likely to be more 
rewarding than a strategy of technology 
generation. Foreign technology flows are 
useful. However, indigenous R and D to 
assimilate foreign technology and exploit 
technology spillovers along with access to 
compleinentary assets (especially competing 
manufacturing and matkeii ng) to appropriate 
benefits appear to be urgent and necessary 
for a successful implementation of such a 
strategy. 

Notes 

[Thii if a nrvised venkm of a paper prepated 
for the conference on Economic Foundatiow of 
Suaiegic Maiugemeni al Indira Gandbi InsliliiM 
of Oevelopmeni Research, Mumbai during 
August 21-22, 1997 The impetus for writiiig 
this paper came boro classroom dls c oH i oos in 
a coarse on Policy, Technology Management 
and Conqietitiveiiess which I teach with Pankaj 
Chandn ai the Indian Institnie of Management. 
Ahmedabad. Discussions with PonkaJ sowed the 
seeds for many ideas contained in (hU paper. 
Thanks are due lo him as well as Sebastian 
Motris and Miiali Saikar for useful comments 
on an earlier dnft of the paper. The usual 
disclaJmen apply.) 

1 This scctian drawl from Davies el alt 1991): 
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2 This aectioa b mainly based on Davies ei al 
(1991). 

3 The disciMrion In this section is famed on Deni 
I9SS: Pane (I9M) md Pnvin, Robaon and 
Townsend, (1989). 

4 The discussion in this seciian draws heavily 
iram Tceoe 1996. 

5 This section b largely based on Teece I9g6. 
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Interpreting the Creative Society 

ManorwOiui Mohanty 

on, Religion, Cute, Gender and Culture in Contemporary India edited 
V SatKyamurthy; Oxford University Press. Delhi. 1996; pp 602, Rs 795. 


-EMERGENCY India has witnessed 
nergence of a creative society with a 
er ofsocial movements actively seeking 
er the prevailing institutional order, 
no subduedcoimadictions in the society 
become articulate and manifest. The 
m’s movement and the upsurge of dalit 
ackward classes on the one hand and 
ivironmental movement on the other 
red a new momentum in the 1980s. The 
;‘s movements in many of the tribal 
to assen their rights over forest and 
rhailenged the prevailing mode of 
ipment. The past two decades also saw 
.'al surge of autonomy movements in 
nir and the north-cast as well as 
land and other areas questioning the 
of centralisation of the Indian union, 
g these years the civil liberties 
neni acquired a degree of strength as 

ile such developments heralded a new 
I in Indian society in which oppressed 
s registered their voice lodemand their 
.'laiH.' rights these were also the years 
sh wave of commu nalism, particulari y 
du chauvinism. Thedesiniciionof the 
masjid in Ayodhya on December 6, 
was the culmination of this pbeno- 
I. The authoritarianism of the Indian 
manifested itself in actions rangihg 
Dperaiion Blue Star in June 1984 in 
sar's Golden temple and army 
ions in Kashm ir and north-easi against 
us to killing of peasant and tribal 
Its in false encounters in Andhra 
h and Bihar where Naxaliies were 
. Criminalisation and corruption 
xl unpiccedemed proponions during 
'ears and tnslitutrons of the state failed 
ilain them. 

nal attempts have been made in the 
years to comprehend the nature of 
developiiienu in Indian polity. The 
' treatises, which deliberate the 
Ku System* of managing a plural 
/ through ptfliamcniary democracy, 
not convindngly explain the leasons 
collapM. Bltffling a tcader'i role in 
g or tubveiting the Institutional 
emeni was not comidered adequiie. 
>ree streams of Mwsitts in India 
ued to debMe the nature of the Indian 


capitalist development: but before a 
conclusive picture emerged India was 
engulfed by the tidal wave of globalisation 
of capital under western domination. Most 
of the social movements concerning the 
question of caste, ethnicity, gender and 
regional autonomy took place outside the 
purviewofthe Indian communist movement. 
What remained unexplained was the 
phenomenon of the persisting liberal 
democratic polity in the face of the muiciple 
upsurges of social movetrtenu. 

T V Saihyamurthy of Ihe University of 
York in England has taken a major initiative 
by involving some of the finest scholars and 
activists of contemporary India to ascertain 
the meaning of the developing trends in the 
Indian political process. This effort is based 
on Che feeling that the academic study of 
politics in India is ‘singularly ill-equipped' 
to explain the political process of the recent 
ti mes - that is how Sathyamurthy indicts the 
field of Indian political science during the 
15 years since the emergency. Here one 
could join issue with him. My review of 
works produced by social scientists and 
political activists in India during this very 
penod suggests that coniempotaty Indian 
political theory has emerged as a field on 
its own with serious alternative formulations 
on the notion of politics, secularism, social 
justice, freedom and tratufonnalion.‘ 

Yet the value of this collective elTon camioi 
be exaggerated. The present book is the third 
volume in the four volume series on Social 
Change and Poliiical Discourse in India; 
Struciures of Pou'tr, Movements of 
Resisusnee. Them it an inietcsiing division 
of themes in these volumes combining the 
dominant concerns of our time. The first two 
volumes deal with slate and political 
economy; the fourth voluine is about class 
formation and political transformation. The 
presem volume coven the non-class social 
queations. The iigninc»oe of Ibis effoft lies 
in the fact that it does not pit caste, gender 
and such social categories against class but 
tees their imerconneciion. U applies the 
political economy perspective while 
recognising the autonomous play of the 
cultural procesa. Focus on the state is 
maimain^ alongside civil society. This has 
Ihe etemems of a perspective of creative 
-«i;,imi aMMunv lhai ii leniiiive to new 


issues of social dynamics while linking them 
with class formation. 

Yet from the editor's general imroduetton 
as well as the introduction and several 
chapten of this volume one wonders whether 
an integrated perspective em erges from this 
exercise. This volume addresses itself to the 
problems faced by civil society as a whole 
ontheundcnumdingthatitrequitcta’'inulti' 
layered and diachronic atudysit. building up 
from the micro- to Ihe meso- and macro- 
levels”. Then the bias is slated clearly: The 
di visi ve role pi ayed by tegioo, religion, caste, 
gender and culture in the articulation of 
conflicting interests constitutes the pnnaprf 
theme running through this largely empirical 
volume”. When alienated regions and 
oppressed groups explain their miienble 
condition in lennsafeihfiiciiy.caste or gender 
it may be divisive from the viewpoiru of the 
nationalist agenda or class mobtlissuon of 
a cenain type but it is also pan at a reality 
in iiescit. These are not merely divisive al 
positive formations such as nation and clau. 
What, for example. Tillaitaiiia Misra and 
Udayon Misra point out in this voluine ia 
that the actual condilron of exploitaliaa of 
tribes and regions of the norUi-eatt hat been 
so handled by the rulers that clashes of 
interest of tribal groups have multiplied and 
without a larger proceu of class moWiitaikm 
of the exploited groups cutting acro» tribal 
idemity no solution can be arrived at. In the 
same way Gail Otnbvedi's accoutu of the 
evolution of anti-casie movements from 
Phule and Ambcdkar to Batiujan Saiiug Pany 
docs not treat caste as a divisive fence but 
as an object! ve clement of a social Older that 
discriminates against vast matses of people. 
Thus treating these criegones as “lefiactiiaK 
of class” is not consisient with mmy of the 
chapters presented in this vahime itseif. On 
the other haitd, what emerges from the 
contributions in thrs volume is the nBcoyri t ioH 
of these social categories as actual 
components of utucture and ideotogy ia 
Indian society which together with daaa 
relations have to be seen in their inter* 
connection in couiseof snuggle for political 
uansformaiion. Indeed the anictes add up 
to moR than what the editor danna. 

Thia is also indicaied in the conceguin- 
lisation of this progect as a whole as one on 
The Tama of Political DtscooiK'. h ahoirid 
be noted that •tcniisofdiscourae'hevoboen 
uied In two very thneroR wnys. One it dm 

sense in which it is used ka this pm^ 
meaning concepu and categorica uaed in 
political discussions. The other views tenai 
of discoune u governing nntrthinni of 
knowledge which Tike senna of node am 
favourable to tome and unfaw > *. < 



others”.' The terms ot discourse in the latter 
sense are chan^in^ in India as a result of the 
democrutic movements in various sectors of 
society. InI'act.thev are the subject of intense 
political struggle in vol ving newly conscious 
oppressed groups and various elites. The 
interesting thing to note in this volume is 
that the conirihuiurs have captured the 
dimensions of the changing termsof discourse 
resulting from the people’s movements and 
elite responses though the editor's project 
clearly was focused on the categories for 
understanding the political developments of 
the recent years. Cauiam Navlakha shows 
how the Indian government's policy on 
Kashmir reticcied what Anderson called 
'ufricial nationalism' which is imposed from 
above and is in.scnsiiive lo the democratic 
aspirations ot common people. Sujata Patel's 
'On the Discourse of Communalism’ 
demonstrates how the ruling classes use 
Hinduism to construct their nationalism as 
a pan of their strategy of domination. D L 
Sheth's essay ‘Changing Terms of Elite 
Discourse: The Case of Reservation for 
‘Other Backward Classes' shows how the 
elite's commitment to modernisation was 
confronted by the demand for reservation for 
backward classes i n the process changing the 
perspective ol naiion-building and demo¬ 
cracy. Thus terms of discourse on nationalism 
are changing according to the authors of this 
volume. It is not enough to take cognisance 
of eaiegoncs such as hinduivu. reservation 
and women's rights which have acquired 
salience in recent discourse. No doubt to 
fully comprohendiheirineaning isa valuable 
undertaking in itself but to understand their 
political signiriconce is even more important. 
To place them in the movements for freedom 
of the oppressed people and record in what 
direction is the discourse taking us is 
extremely signi ficani. That has actual ly been 
attempted by must of the contributors. 

The two chapters on regional issues - on 
Kashmir and north-east - raise imponant 
questions ol state policy and political theory. 
Navlakha presents a detailed and informoii ve 
account of how the democratic and secular 
forces of Kashmir favoured its integration 
with India at the time of independence and 
how they were incrca.singly frustrated by the 
Indian state's policy of assimilation under 
the pressure ol communal forces. What was 
Ignored by the Indian leadership was ihe fact 
that the Ka.sbmin identity was formed in 
course of its anti-leudal struggle. Its 
programme was cmiNxIied in the National 
Conference's Naya Kashmir Manifesto and 
:vident in the agrarian reforms which gave 
land to the tiller. The Indian government, 
instead ol encouraging this trend, 
■•vifimuiusiv oDcratcd as an authotiiarian 


pturalisi values «the oliarof ‘one community* 
and ‘unity (p 86) has resulted in alienation 
of the masses iii Kashmir making 
‘‘secessiunism...an cmluring reality of Jammu 
and Kashmir politic.s’' (p 100). Navlakha’t 
account is refreshingly different from the 
familiar storie.s of integration and 
conspiracies which ignore the political 
economy of the .struggles for democratic 
transformation. The policy of repression and 
manipulation lolluwcd by the central 
government even now shows no sign of 
recognising ihi.s. 

While (he Kashmir question is linked to 
the legacy ut partition and therefore to Hindu- 
Muslim relations, the uuiunomy movements 
in north-east India rcllccied the growing 
resentment against exploitation of the region 
as a ‘colonial hinterland'. Tilottama Misra 
and Udaynn Misra in their incisive study of 
three movements - the Naga, the Bodo and 
the Karbi-Diinasa movemems - show how 
these movements became vulnerable and 
fragmented whenever they exclusively 
focused on tribal identity. The Indian slate 
won over some sections of the tribes and 
established an apparent measure of peace in 
Nagaland. But there was no end to insurgency. 
The Congress took advantage of the Bodo 
movement trying to weaken the Asom Cana 
Parishad and concluded an accord setting up 
the Bodo Autonomous Area Council. Mtsros 
point out that the ethnic card can be played 
by every political group with disastrous 
consequences (p Ul). Inira-communily 
clashes have occurred again and again in this 
region. Bodo clashes with non-tribals, Ihe 
attacks on Muslims and recently on Santals 
in Assam and Naga-Kukiclashes in Manipur 
are some of the most devastating instances 
of this. In Karbi-Dimasa area Ihe Autonomous 
State Demand Committee has tried to 
aggregate tribal identity and regional 
development by linking them with class 
formation and challenging the policy of the 
Indian state thus presenli ngadiffereni moddi 
from Ihe rest. This study makes a m^or point 
on the diagnosis of insurgency situation in 
India that unless ethnic issues are linked with 
class issues and placed in the context of the 
political economy of uneven dcvelopmem 
there cannot be enduring solutions to them. 
The exclusive agenda of ethnic identity can 
be manipulated by powerful class interests 
and get fragment^ endlessly. The policy of 
the Indian state continues to ignore both 
idemiiy and economic detnandtof the masses 
in the north-east and is carrying on its 
repressive measures through army operations 
under the Armed Fdrees Special PciwcfB Act 
and such other measures. The institutions of 
decentralised lelf-govemanct are not given 
adequate resources or power. The hope that 


the centre there would be a shift in approach 
towards respect for autonomy wu belied in 
practice. 

Lack of interconnection in the political 
practice with regard to ethnic identity.culturel 
rights, caste and gender among themselves 
and with class bedevils contemporary India 
constraining the blooming of the creative 
society. This is evident in the discourse on 
communalism in India. The contributions in 
this volume eiunch our understanding of the 
origin and dimensions of communalism. 
Sujata Patel locates communalism in (he 
shift in ib^basis of domination by ruling 
classes from ‘‘pure politics” to “principles 
of minority identity, varna. and reservation" 
“using Hinduism selectively (u restrain 
certain groups (minorities and low castes)" 
(p 163). Linking (he materialist base of 
communalism to the ideological-political 
discourse she illustrates how what was latent 
in the Congress politics got institutionalised 
in the post-Nehru decades. Her politically 
significant conclusion is that Ihe new interest 
in the centrality of cuilure subserves the 
dominant discourse unless it is located in the 
struggle against it at all levels - religion, 
caste and economic exploitation. 

This theme is advanced in Sudhir 
Chandra’s study of two Hindi novels Satii 
Maiyu Ka Chaura (IV59) by Bhairav Prasad 
Gupta and Adlm Cuon (1965) by Rahi 
Masoom Raza. He shows how political beliefs 
are shaped by conlingeiK'ies of our actual 
experiences rather than macro- level ideology. 
Javed Alam makes an interesting distinction 
between the character of majority 
communalism which is in all-India scale 
with political and economic forms, and 
minority communalism which is local, 
episodic and limited in its scope, His study 
of MIM in Hyderabad shows how failure of 
thestatecreates vacuum whichgeuoccupied 
by communal forces. Arun Patnaik and 
Chalam show how BJP's strategy ignores 
(he fact that at the ground level masses in 
all pans of India have practised syncretic 
culture derived from many social andculiural 
sources. That the Indian state has chosen not 
lo highlight this character of the Indian 
people’s day-to-day life and has promoted 
political construction of large communal 
identities is pointed out in the changing 
terms of discourse in comemporaty India 

The five contributions on CBSte>relatcd 
issues provide insighiful theoretical 
penpenives, policy analysis and asseument 
of ami-caste movements. Panha Cbiuerjcc 
places the currem discourse on caste in ihc 
‘unresolved struggle between the nemlivc.s 
of capital and coimnunliy within the 
discursive space of the modem state” (p 
291). He argues that the post-colonial state 

has carried on die pnijecioi^iliUiVBmodcni 



as a-necessary process of world history. 
Tensions arise because community, as 
Chatieijee puts it. "continues to lead a 
subterranean potentially subversive, life 
wiihm It". Thus the many uses of ‘jati' as 
nation, as community, as 'vama', etc, reveal 
this unresolved struggle. How far can the 
nation vscominunity logic go isihequestton. 
Ii may be too early to decree that 
"community...is not easily appropriated 
w ithin the di scou rse of capital" I p 290). Both 
(he slate and capital may be homogenising 
society in some respects such as market bui 
may bcdiffereniially catering to the demands 
of diverse communities. This argument 
carries a St rainof cumemporery Indian comm- 
unitarianism that docs not adequately take 
into account the dynamics of class, caste and 
gender contradictions in Indian society. 

The gender discourse in this volume is a 
positive csample ol capturing ihc micr- 
conncction of .social coniradictions and 
putting them in a poliiical economy 
perspective In laci. coninhutions such a.s 
these present a new methodology lor the 
study of duminaiion and people's struggles 
which IS not evident in many siudic.s on caste 
.uul ethnic identity. Ilinu Sen's account ul 


the women's movement in the 1970s and 
1980s shows how stoning as a general trend 
it has grown into two streams, one identified 
with the autonomous groups and another as 
part of the organised political parties. The 
essay by Palriwala and Agnihotri based on 
a study of three campaigns - against dowry. 
Muslim Women's Bill and Sati - shows how 
efforts need to be made on a variety ut fronts, 
namely, tradition, family and the state, to 
advance the cause of women's rights 
Kumkum Sangari draws our aiiemion to the 
suhitc processes of patriarchy carried on by 
‘consented agency' and sought to be changed 
by ‘consensual agency'. These papers alert 
us to the need to put adequate emphasis both 
on suucturc and ideology. There i.s a trend 
of de-structuralion of gender by getting 
preoccupied with subtle forms of patnarchy 
to such an extent that siniciural forms 
embodied in, for example, land relations, 
property rights, employment, education and 
dccision-making are undcremphasised. It is 
equally true that measures in these spheres 
without adequate uilcniion to the realm of 
culture and ideas may not succeed in fighting 
patnarchy. Whileitisihcnegicci ot ihelaiier 
which has fuciliiaicd the riseofBJP's women 


front, formal political representaiion is too 
meagre a step by the state id he called a 
structural intervention against patnarchy. 

This volume and indeed the senes as 
a whole, despite the editor's modest 
claims, is a landmark contribution to ibe 
social science discourse on India. Some 
of Its formulations are even more relevant 
to Ihc post-liberalisation iiiuaiion. As an 
alternative to the body of literature that 
interprets the socio-political turbulence 
in India as crisis of gpvenwncf. these 
essays seek to understand the structures 
and processes of power and movements 
of resistance. It goes into the roots of the 
crises and dimensions of the unfolding 
scenario of political iransfomiaiion. This 
project IS a meaningful attempt to 
comprehend the creative society that is 
emerging in contemporary India. 

Note 

1 Manoranjan Klohanly. ‘Poiiuct and Political 
Theory'. Review iif UrvrUi p mrniandCkimgt. 
V()| II. No 2. July-Oocembcr, 1997. 

2 Manuranjon Muhamy. 'Changing Tenas of 
Discourse'. A rairnncr and f’tdilmd WeeUy. 
Vol XXIV. No il. SepleiOber 16. 1989. 
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Water for the Rich 

C Parthaaarathy 

Water Matugcment in India hy A Subba Rao; Chugh Publications, Allahabad, 
1997: pp 331, Rs 650. 


TTiE present work is the product of author's 
Ph D thesis entitled 'Management of Water 
Supply in Visakhapatnam Municipal 
Corporation: A Study ol'PublicUtility'.The 
theme of the book is drinking water supply 
in an urban setting. 

The study i.s organi.sed and reported in 
seven chapters. Chapter I provides the 
Introduction and Methodology of the study. 
The hypotheses of the study arc; 

- water is a subsidised commodity in 
Visakhapatnam Municipal Corporation; 
-there is inequality in distribution of water; 

- the middle and upper middle classes 
receive grcater/ovcrwhdming share of the 
subsidised and safe water supply in 
Visakhapatnam city; 

- the poorer classes have marginal access 
to water supply. 

Inonler to suhsiamlate the four hypotheses 
in the study, both primary sources such as 
acts, reports and related public documents 
and secondary sources are used. Officials of 
the municipal corporation were interviewed 
on various aspects of water supply. 

Chapter II di.scusses the importance of 
water supply. The author quotes elaborately 
from a number of studies and reports, going 
back to the Royal Army Sanitary Commission 
Report (1863). He also reviews the Plan 
documents, particulariy the Sixth Plan and 
Seventh Plan, to bring oot the social justice 
aspect of the concept of water supply. The 
Plandocumems suggest the vital importance 
of prevision of potable water supply for all 
citizens. 

Chapter III provides a historical review of 
developments in walersupply in Visakbapa- 
tnam Municipal Corporation. Based on 
historical documents the author reviews 
developments in water supply and facilities 
from Mudasarlova iHanumanihavaka 
Reservoir Scheme) I903,(hecomprehensive 
water supply .scheme (Thaiipudi Reservoir) 
1961, the New Gusthani water supply 
scheme. Meghadngedda 1977-79 and 
Raiwada water supply scheme to supply the 
Hinduslhan Shipyard and other industrial 
areas. These schemes were intended 10 supply 
220 lakh gallons per day. In 1989-90 total 
water supply during normal season was 220 
i-i-i—II—rvihU. 125 lakh cal Ions 


consumers and only 97 lakh gallons per 
day were available for domestic con¬ 
sumption. In 1989-90 the per capita avail- 
abitity was only I Ugpd as against the national 
norm of 40 gpd. The only alternative for 
the water problem of Visakhapatnam 
Municipal Corporation, according to the 
author, is to bring Godavari waters through 
the Polavaram project, since even after 
completion of Ycieru Raiiwada water sup¬ 
ply programme, water supply lo the city is 
found lo be inadequate. 

Chapter IV examines water supply as a 
public utility. The chapter brings out 
distinguishing charactenstics of water su pply 
as a public utility, i e. reliability, regularity 
and constancy of the quality. The author 
traces (he history of the concept of water 
supply as a public utility. He cites the 
recommendations of the Richmond 
Commission (1869) and Joseph 
Chamberlain's observations as mayor of 
Birmingham to illustrate how the general 
interest of ihe community could be served 
through municipal ownership and 
managemeni of water as a public utility. For 
India he cites the Directive Principles of 
State Policy of the Constitution which 
recognise Ihe importance of drinking water 
supply. He also reviews the reports of the 
Finance Commission and Planning 
Commission to illustrate water supply as a 
public utility. The chapter also contains an 
elaborate review of Ihe findings of several 
committees on water supply. The author’^ 
review of various Finance Commission and 
Planning Commission repocu brings out (hat 
water supply was unanimously recognised 
as a social service and thereby a public 
utility. The Planning Commission Task Force 
recommended adiscriminalingpricing policy 
with subsidies for the poor and the Water 
Supply Manual suggested the following 
procedure for financing and management of 
water supply: no proni and no loss basis, 
technical and adroinistraiion assistance to 
the municipal corporation by state andcential 
govenimems, supply of capital for initial 
investmere by central and state govtmnienis. 
pricing of water fates in such a way that it 
should meet the annual racuiringespoKUlum. 
progression in water rale depending iqwn 


between domestic and non-domestic use 
in charging water rates and a service char 
per consumer besides water rate. 

Chapter V examines the subsidy con 
ponent of water supply in Visakhapatnai 
Municipal Corporation and traces if. 
history of subsiilies since 1896-97. It air. 
traces the shifts in government polic 
regarding grants to the corporation ft 
water supply. There was a shift from ha 
grant towards head water works scheme i 
one-lhird grant towards the funding t 
extension of the distribution system. I 
the I9S0s there was a shift from grants t 
loans for water works schemes. As regart 
water supply to consumers in the cit; 
the cost of supply for domestic consumer 
per gallon for the municipal corporalio 
was Rs 4.79. The amount collected p 
gallon was only Rs 1.12. Thus a subsidy c 
Rs 3.68 per gal I on was given to Ihe domesti 
consumer. 

The last chapter on paiiem of disiribu 
tion of water supply in Visakhapatnar 
Municipal Corporation brings out sharpi' 
(he inequity in water supply. Data on ware 
distribution are provided for SO divisions i 
the municipality. Such data include 
approximate population served, number c 
service connections in each block an 
quantity of water suf^lied in lakh gallon 
per day. In addition the pattern of wate 
supply to 170 slums in Visakhapatnar 
Municipal Corporation in 1988-90 wa 
studied. The details included mimberof tap. 
number of bore wells and mimher of ope 
wells. The conclusions drawn from the dat. 
are striking. The total population of 77,74. 
living in 83 slums of Ihe Visakhapatnan 
Municipal Corporation do not have th 
benefit of even a single public stand post o 
public fountain or lap. This brings ou 
explicitly the inequity in the distribution o 
water supply and its class bias. Anoibe 
mode of water supply, i e, through lotrie 
and tankers, also shows Ihe inadequacy o 
trips to vulnerable areas. 

The title of the book u misleading. I 
should have been 'Water Management; / 
Case Study of Viiakhapama m City'. Tlu 
author should be dommended for a paio 
taking study of the problem of drinkin. 
water supply in Visakhapomain diy. Tht 
bisioricai survey serves as a useful mode 
for young researchers. The disiribuiioii 
problem is braugbi out sharply with fact 
reialing to water supply in sluins and non 
slums. The covenge of the bibliography i: 
quite wide and provides uieiU reference ir 
■cholan ptinuing research in the area o 

nanimlv 
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Are Prices EGgher for the Poor? 

Price Heterogeneity and ‘Real’ Inequality in Rural Karnataka 

Vyaycndni Rao 
ACKomala 


This paper, based upon a case-study of three villages in Karnataka, uses qualitative and quantitative data to 
study whether households within the same market pay different prices for identical goods. It is found that not 
only are unit prices for food heterogeneous, but that the poor pay more for the same goods than the rich. This 
Is because liquidity constraints force poorer households to purchase goods in small quantities and consequently 
subject them to quantity premiums. Quantity effects are directly estimated by OLS and IV for prices, and are 
found to be particularly acute for dais. Household specific index numbers are calculated to measure this price 
heterogeneity and are used to adjust nominal incomes to real values. It is found that Cini coefficients of real 
incomes are between 12 per cent and 23 per cent greater than those for nominal incomes depending upon the 
price index used. An econometric analysis of the determinants of prices shows that incomes are negatively correlated 
with prices, as is family size, but that the amount of land owned shows a positive relationship. All of these effects 
art consistent with a quantity premium explanation. 


I 

Introductioo 

DESPITE a king tmdition in economics ihai 
analyses the variation of prices across 
consumer units, most situlies of poverty and 
inequality assunw that all families in one 
market face the same set of retail prices. 
Hutvever, studying such price heterogeneity 
IS crunal to umientanding the nature and 
extent of poveny and inequality. If the poor 
|iay mote for the same goods than the rich, 
(hen in real terms the poor would be even 
piNirer than their income levels might suggest 
implying that real inequality would be greater 
than measured ineqtiaiiiy. Moreover, it may 
preveiM the dermition of a unique poverty 
line I Van Praag and Baye 1990]. 

There are good reasons to believe that the 
poor face higher retail prices than the rich. 
The poor face greater liquidity constraints 
and may consequently purchase food in very 
smallquantitiesreaukingin higher unit prices. 
The pour may alio pay high prices because 
they have higher sea^ costs, or because 
they gain less from sewching for the lowest 
possible price [Anglin and Baye 1988].' 
While thetvis atbeoreticai literatureon price 
differetMials across consumer units,' the 
empirical literaiuie exptoring whether the 
poor pay higher prices is not as extensive. 

Very few of these studies analyse the 
phenomenon at the household letrel. and are 
therefore unable to measure the direct impact 
of iiicoine>depeiident pricea on living 
x*ndaids and household behaviour. In fact, 
>0 my knowledfe. these are no enqiiiical 
studies of imit price tUnHcMials at the 
household level in a tlevelopiiig couMry. 
One reaaoo for iMa may be that such dau 
are dtlflculitnoome by because conventional 
surveys do not flollaci them.’We aaempi so 


correct this by using a unique set of data that 
we collected employing ethnographic 
methods along with a survey insuumcm. The 
quesliotuiaire was specially constructed to 
collect information on unit prkes paid by 
families for retail goods. The data are from 
a community of pollen spread across three 
villages in Karnataka and are part of a larger 
study of the determinants of well-being. 

The paper will present both qualitative and 
quantitative evidence to provide some 
insights into the nature of the reuil market 
in these Vi Itages. We will construct household 
speciric price indices which will be used to 
adjust nominal incomes to real values to 
better reflect a household’s true purchasing 
power. To eximine the impact of this 
adjusunem. we will compare the distribution 
of nominal incomes and r^ incomes. Finally, 
we will cconometrically examine the 
determinants of unit prices paid by 
households. Section II will provide a 
lummaiy of the qualitative information and 
will also describe collection of the survey 
data. Section III will outline the methodology 
used to analyse the survey data. Section tV 
will present the econometric resulu and 
conclude the paper. 

11 

Qualttathrc Aulyib ud 
Survey Data 

There are three vittages in the sample 
Halli.* Bccdu and Ooru. Halli is a laige 
iBulti-caiie v i llag e rl oicioMyiore. and many 
reiideou of Halli work in Myaote as day 
labourers and there are two buses a day 
making the 14 km jotunev from Halli to 
Mysore in about 30 mlmaea. Those lesideau 
of Haiti who can afford the bus fiue do some 
of their shopping once a week in Mysore. 
However, noet retail piinhaaes are made in 


one of about IS small retail shops in the 
village that range from one la^ shop 
stocking a variety of grains, pulses, legumes, 
and toiletries, to small shops that sell sweets, 
beedisand cigarettes.The publicdistritauliaii 
system is represented in the village by a Mr 
price shop tun by the Mate govenmeai whkh 
is supposed to sell rice, sugar and palm oil 
at prices regulated bv the govenMcn* la 
rationed amounts. However, the shop opr as 
only once a month and only some poorqi^ity 
rice is available there. 

The second village Ooru, which ia about 
40 km away from Halit, is aho a laife. multi- 
caste villa^ with a retail maricet that is very 
much like Halli's with a relatively large aax 
of large and small shops. There is regular 
bus service from Ooru to Patihir, a laige 
town which is also a 30-mimHe bus ride away 
and the wealthier residents of Ooru icfulaity 
go to Patihir to idl their produce and nufee 
a few retail purchases. Ooni abo hai a Mr 
price shop but the shopkeeper, who cornea 
from a powerful family in the villafe. doea 
not sell goods at the icgulaied prion but ai 
much iugher open maitei rates. 

Beedu. the ihiid villag^ b in the wUdk 
of a cofTee-growmg region and dma hn 
ample opponuniiies for wage bhour. Than 
is just one welt itocked sbap in the vMaft 
that seUs all the nugargiaioB,piibca.lefBmai, 
some vegetables, loikirica. uait oneqr and 
atokiag uteosib, two other taaaa thepa IlM 
idl some tea, candy andcigaMtnanioAdr 
prkc shop that idb Bmitad quoatfrin of 
poor quaUiy rice and Jagsery,* Hmunr. 
unlike HalK and OonLihamb no ta^ewntt 

doae to Beedu. 

Beedu village b popnlatad endn^ Ip j, 
pollen, but in Haiti they on alnui M per • J 
cealorihepapuh«ion,andkbauil3pn«nit 

in Ooru. lire p u t t er s am anuMtgdm pnMg 




DISCUSSION 


orrelation or Causality? Interest Rates 
and Budget Deficits 

AtiU Sood 


is in reference to *The Interest Rate 
jlio: Monetary and Fiscal Dimen- 
by D M Nacbane. A V Kamik and 
atekar [Nachane ct al 1997). Based 
srief theoretical review, the paper 
shes two hypotheses relating interest 
iih money supply and budget deficits. 

I goes on to empirically test these 
leses and concludes that "...libcrali- 
ras been badly managed and is directly 
sible for the upward surge in interest 
"(pM67). 

I In full agreement with the authors 
ing the adverse impact of financial 
lisaiioa on the Indian economy, 
rcr, the question lealiy is; Ate the 
e consequences the result of 'badly 
ed' financial liberalisation strategy 
ething mote fundamental? No doubt 
St crucial component of the financial 
the market is the process of interest 
■mation. However.Ihe IMF sponsored 
iai libetalisalion strategy is premised 
aiticular' understanding (elaborated 
t this note) of the determinants of 
t rates. And it is quite possible that 
Iversc consequences of financial 
Isation may be rooted in the very 
ea on which financial liberalisation 
x). 

argument is that to formulate a 
ehensive critique of the financial 
isation strategy adopted in India 
1992, it would be useful to explore 
live 'causal' connection between 
It economic variables. In this short 
iiK, I espkxe the relaiionshipbetwecn 
I rales and budget deficits as posed 
paper by Nachane et al specially 
ig on their Mated hypothesis that 
ta) interest rates respond positively 
get deficit increases" (p 1170). 
wcMccoB u neniaries.including media 
, often idaie itie increase in interest 
iitually as a matter ordemonsitaied 
increasing risk premium on financial 
nenL In simple lenm the idea is that, 
ow more (i e, increasing deficiu) the 
f borrowing (i e, interest rate) has 
ore. Atemnively.to make ihe(riiky) 
mem bonds attnetive to investon, 
yield needs to be offered. The 
at in iMe paper is no different. In 
|Mr. the nlatiamhip between btsdgei 
I and inieren tmea is baaed on the 
•fipfancli (Ihnmgli the outward shift 


of the IS curve) and another connection is 
based on the financing side ofbudget deficits 
(through changes in the supply of 
government bonds to finajice deficits and 
the resultant impact on security prices and 
yields) (p 1170). 

The idea that interest rates reflect the 
confidence of financial investors rests on 
a particular, but usually unstated, model of 
how capital markets wotk and intetest rates 
are determined. The fundamenia! idea is 
that, like the price of any other commodity, 
the interest rale (the 'price' of borrowing) 

isdetermined by the intersection of demand 

and supply. Real savers supply a certain 
amount of capital to the financial market 
(based on their own thrift and savings 
preferences); boiTOwen, in turn, demand 
access to there funds. The interest rate 
fluctuates until the supply of funds equals 
the demand for loans; the resulting equili* 
brium interest rate is often called the 
'natural' interest rate, and it is held to be 
determined by fundamental long*nin eco- 
nomic forces, such as the 'thrift' of savers 
(which influences the supply of new savings) 
or the real productivity of capital (which 
influences the amount that borrowers 
should be willing to pay for loans). This 
natural rate is difficult to measure, but it 
is nevertheless assunwd by the model to 
provide a centre of gravity around which 
shorter-run, policy induced fluctuations in 
interest rates may occur. This underlying 
theoretical model generates several im¬ 
portant and generally conservative policy 
conclusions - in particular, that government 
borrowing causes interest rates to rise by 
increasing the demand for loanable funds 
and as a result squeezes out private invest¬ 
ment because of higher interest rates. The 
theory that a risk premium is incorporated 
into higher inieresi rales can be based on 
this model as follows. In addition to the 
normal, natural interest rate that may exist 
at any point in time, lenders will d^and 
compensation for the risk that they may 
not be paid back by their debtors. High 
indebtedness is assumed to increase the 
risk that governments may default on Ihcir 
loons, and high inflation increases the 
risk that they may auempt to inflate away 
Ih^ debU rather than pay hack their fair, 
real value. Thus additiotUl risk premium 
will be higher for govenuneats with poor 
records of fiscal respoosibiliiy and price 


stability. In thtwiy, risk premium should be 
most visible in the untying long-term 
natural nieofiiiterest,as opposed loahttter- 
nin interest rales. It is important to note 
here that in the paper, both the interest rates 
chosen to test the hypothesis (R91 and 
R364>are short-term interest rates (the 
luthon also clearly recognise this limitation, 
p 1170). 

There docs appear to be an apparent 
correlation between the changes in 
government spending and changes in the 
interest rates. But is the risk premium 
theory the only plausible explanation for 
this correlation? Nachane et al seem to 
imply this. This lunounts to disregarding 
many complexities and the possftnlity of 
other explanations. For example, not all 
economists accept the notion that there is 
a natural interest rate determined by the 
efficient, self-adjusting behaviourof private 
capital iTUUkeis. Some have stressed the 
proictive importance of monetary policy in 
setting interest rates, even in the long run 
(see for example, Moore 1988). In this 
view, interest rates are a polity variable tliM 
is determined by the actions of central banks, 
the structure and regulation of financial 
instiiutions. and the relative political and 
P'-onomic power of financial investors 
versus that of consumers, labour, and real 
pnxhKii vc businesses. Shorter-term intetest 
ijiics will fluctuate according to the more 
immediate piefercrtces of cemral banks' 
longer-term rates are slower to change but 
still reflect broader policy, structural, and 
institutional factors rather than die automatic 
clearing of private markets. The general 
level of interest rates is not deicrmiiied by 
supply and demand: in a modem credh- 
money system, in which virtually all money 
is creiited independently through the actioot 
of the banking system, the supply of finance 
adjusts automatically to meet the voiume 
of credit demand by torrowers at any given 
interest rate. 

In this view, the recent changes in the 
interest rates in India more likely reflect 
the pro-active intervention of the Reserve 
Bank of India. The central honk stepped in 
with monetary restraint to offset the 
'expansionary' fiscal changes. No risk 
premium need have plaved any role, while 
many fmancial investors may have been 
quite pleased withtbcconservativediiection 
of policy in India, that opinion was not 
essential to the changes in interest rates. 
According to this theory, ilic ihangcs in 
inteteM rates are expected lobe conceMnied 
at ihe sharm end of the yield spectnun, 
siiKc this is prcciKly where the policy 
intervention of Ihe central bank is most 
powerfully and immediaidy felt. 
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liir small purchases by saying ihai costs of 
storage and trunsponaiion make such 
purchases less lucrative tor them, and higher 
unit prices lud lo he charged to allow a small 
profit However, there are other reasons why 
the shopkeepers arc able to charge preniiuin 
prices to the poor. Commodities that are 
essential and are expensive enough that they 
have to he purchased in small quantiiies, like 
yellow split peas, are the most vulnerable to 
pnee discrimination as they are highly 
inelastic in demand and have lo he regularly 
ixjrchascd. Rich customers who arc able to 
purchase them in larger quiiniities also have 
lower search costs in that they could 
presumably go lo a nearby town and search 
li>r a shop with lower prices, but poorer 
customers aiv less able to do so. 

Shopkeepers maintain morurpoly power 
within (he village lor goods with inelastic 
demands ihai are not locally pnxluccd by 
'.laving ol'l'competitors thmugh a variety of 
mciins.One lormol delcnentc is sheer muscle 
piwcr. since ihe shop owners ofien belong 
Id (Niwerl'ul lamilies wilhin Ihe village and 
iniimidate and harass anyone who tries lo 
I’lien another large grocery shop Sometimes 
muscle posver IS ma necessary.Grocery shops 
.ire exclusively owned by the people from 
die dominant caste group. Anytme Irom a 
nmiHlomiiuuil caste who opens a shop faces 
die possibility of igniting an intcr-casie 
(lis|Hife Piersons Inim the dominant caste 
who want to open a shop have lo take the 
permission u( the panchayai to do so. Such 
requeiis are routinely denied because of the 
political power ut Uk shop owners. Such 
rcquesisuiealsorateiy made because anyone 
w ho threatens to compete with a fellow caste 
memher risks being ostracised. Thus. Ihe 
'hopowncrs' itumopulypowerenableslhem 
lo charge discriminatory prkes against the 
piKir by charging premiunu for goods 
purchased in imall quamiiies. 

To examine the magnitude of iheic effecis 
a census survey oi'ell 140 putter families in 
ihcsc three villages wis cooduciod.’ The 
survey instnimeix eliciied Information on 
quantities undespendhures of all the possible 


foods consumed by these households in the 
week prior to the survey. Care was taken to 
ditYcrcniiaie between different quality grades 
of the same eommixtiiy to isolate ihe price 
paid forihc same commodity across dilTercni 
incomecla.sses. Each response wasalsocross- 
checked by asking respondents if the unit 
price implied by their responses to thequantity 
and expenditure questions was accurate. 
Additionally, information was collecied on 
household incomes in the past week with 
values of self-produced food imputed with 
the prevalent selling price," along with other 
demographic and socio-economic variables. 

Clearly a small case study of this kind 
represents a trade-off. While it enables an 
in-depth portrait of a community using 
personal interviews, participant observations 
and specialised survey in.strumenis that 
require some care to administer and 
consequently yield nch and intimate data, 
■lie quality of the data is traded off with the 
statistical rcptcscniativenessofalaigc survey. 
However, there is no reason lo believe that 
Ihe nature of Ihe retail mark ct in these villages 
dilTcrs very much from other villages in 
Karnataka state. Alsu, as OBCs, the potters 
can be considered reasonably representative 
of a large group of people. 

ni 

Quantitative Methodology 

A Laspeyres' pnee index, denoted as 1^. 
is calculate for each household to get a 
summary measure of the price level it faces. 


' V 


^ >0 


xlOO 


V 0 0 
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where i indexes commudiiics and j indexes 
households, p', is the unit price paid by 
household j for commodity i and q^, is the 
quantity purchased of comr.iodiiy i by Ihe 
median household in the sample, similarly 
is the unit price paid by the median 
bMsehold for eommodiiy i. Thus, the 
consiniction of the index number follows’ a 


version of the Laspeyres furmit using the 
budget of the median household as the base. 
While information was collected on over 20 
food items, tdcommoditics were used in the 
index number calculation omitting those that 
vvere consumed by less than 20 households 
These 14 commodities represent over 70 per 
cent of the average households budget.”' 

However, even after limiting commodities 
to those consumed by over % households, 
many families purchased less than the full 
set of 14 commodities. In other words, for 
many households, p*, is not defined for all 
goods. This problem docs not have an easy 
.solution, and a simple strategy was chosen 
which limited the base budget used in the 
denominator for each household to those 
commodities purchased by that household." 
Thus, I is defined from I through where 
K IS the number of commodities consumed 

I 

by household ;. With this method an index 
number 1^ is defined for all the households 
in the .sample and is a summ-iry measure of 
Ihe ratio of pnccs faced by each household 
to median pnccs paid in the sample. Thus, 
the median hou.sehold's'’ index number is 
100, a household with an index of 200 faces 
pnees that are double Ihe sample median, 
and a household with an index number of 
30 pays paces that arc half Ihe sample roedtan. 

Two types of index numben are caloitated: 
An all goods index using all 14 goods, and 
an open market index focusing on goods 
purchased in the open market and imported 
into the village economy. Hie open martel 
index excludes rice purchased from fair price 
shops and ragi I pearl millet) -an inexpensive 
locally produced staple grain. Using 
household specific index numbers, nominal 
incomes arc cunverted to real values: 


where Y* is household j's real income and 
Y” is Its mxninal uxoime. Cini coefTloenls 
ore then calculated for both nominal and real 
incomes tocstimate the extent to winch income- 
dependent prices bias inequality measures. 

The fieldwork revealed that the mam leaaoa 
for heterogeneity in unit prices is that higher 
unit prices are charg»l when smaller 
quantities are purchased. If this is the cast, 
then the household's maximisaHoniirabletn 
can no longer uke prices os given but wfR 
have a function 

P^, *= Pfq'r D,) (I) 

in Ihe budget constraint that allows br the 

dependency of prices on quantities purchMod. 
D, icprescms village dummies lo altoai br 

Ihe fact that each village represemsa lepmc 
retail market. Reduced form demand 
bnciions derived fromsuchamutimismbn 
problem would have the foltowiiif bnw 
q',-q-tY,S,L,0,l (1) 

where q*^ is the quamity of good i pwchmed 
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by housebold j in the pait week. Y is the 
family's weekly income, and ana L are 
taite-shiftijig variddes denoting family size 
measuied by the iHunberof adult equivalents 
in the familyand the amount of land owned 
by the family respectively. (2) can be 
substituted in (I) to get a rethiced form 
expression of the determinanu of household 
specific prices; 

P-, . (Y,. S|, L. D; (3) 

where p* is the price paid for good i by 
houaeholri j. I win present OLS Md IV 
esthnalet of (I), using (2) in the rust stage, 
to examine the magnitude of the association 
between household specific prices and 
quamities purchased. The quantity price 
imeisions will be estimated Ibr each price 


consuming that gixid.'* We will estimate (3), 
the reduced form detenmnants of household 
specific prices with OLS along with 
heteroskedastkily corrected standard erron. 
Equadon (3) will be estimated for the whole 
sample using household specific price indices 
for all goods, and for open market goods, 
as dependent variables. 

IV 

EcnaooMtik RcflUta 

Figure 1 pre sents boot plots of the two 
tbit havp frin i itt pff 
The first box plot is of the index number (or 
all goods, while the second index number 
is for open meifcei goods wMdi omit Mr 
price lice and ragi.'The all goods index hes 

lAdv Ma tiitmmfhmrtUg f gf ft 


index is about the same but the index is 
slightly more varied with an interquanih 
range of 12.4. This is dear evidence that 

different households pay different prices for 

the tame goods. It alto suggests that pme 
discrimination is slightly greater for goods 
purchased in the open market and impcniMl 
imo the village. 

Figuiet 2 through 7 present box ptois of 
the unit prices of each of the 14 goods 
employed in the constiuctian of the indices 
ngure 2 shows the variation in the thief 

main lUqiks. good qaalhy open market nee. 

poor quality fair piiMfk^ and mgl- Clcarl)f 
ragi is the chee ^ staple wMi a medwn 

price of Rs 3.S0 • kg. followed by fair price 

lice and ‘good* lica Tho variation in 
price m the staples is not that hage. MoiJ 

of iha prket me conoamiMad araond a t msli 





ring vety high prices or very low prices 
both types of rice. Contrast this with the 
ch greater variation in pulse and legume 
ees presented in Figures 3 and 4. One 
son for this is that dais, being much more 
lensive than staples, are more likely to be 
chased in smaller quantities and are thus 
nerable to quantity premium effects. 
;ures 5,6 and 7 present box plots of the 
ces of milk, eggs and cooking oil 
peclively. Most households pay the same 
:e for milk - Rs S a litre, and for cooking 
- Rs 40 a kg, hut a few pay unit prices 
I are quite a hit higher or lower. Eggs 


show a little more variation with a median 
price ofRs I JSperegg.andaninterquanile 
range of Re 0.25. Thus, as a group, the box 
plots suggest that prices vary substantially 
across households, and that this variation is 
partictilariy acute for pulses and legumes. 

Table 2 presents tests of the price-quantity 
relationship with OLS and IV estimates of 
equation I, where prices of some 
representative goods are regressed against 
their quantities purchased.'* Almost alt the 
quantities, both in the OLS and the IV 
estimates, are negatively associated with unit 
prices. The strongest relaiionship can be 


oba e rved in the regressions on dais- For 
instance,a lOpercent incrcaM in thequaimty 
of yellow split peas purchased significaiHly 
reduces its price by 3.2 per cent in the IV 
cs(imate.alOpercent increase in the quantity 
of horse gram ligniflcanlly reduces iu unit 
price by 8J per cent and almost all other 
dal regresskms also show large and highly 
significant associaiions. The size of these 
coefficienu and their strot^ signiricance 
indicate large quantity premiums for pulses. 
However, the pnee-quantity regressions for 
staples, eggs, raw sugar, and cooking oil. 
while showing a negative relationship, are 
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lable 

OLS 

IV 

Varinlile 

OLS 

IV 

Price of npen market rice N > 45 
iniily of nee 

-0.103 (2 .3) 

-0.019 (0.2) 

(vll) Price uf horse gram N ^ i lo 
Quaniily of hone gram 

-0.432 (5.8) 

-0.857 (4J) 

du village 

-0019(0.9) 

0.003(0.1) 

Beedu village 

-0.535 (4.4) 

-I.l06l4.il 

11 village 

UUI3 (0.4) 

0.084(1.1) 

Ooru village 

0.007 (0.1) 

-0.243(1.6) 

acept 

2.32.3 (22.3) 

2.124(11.6) 

Interccpi 

1620(23.1) 

1.508(23.1) 


0 1.3 

0.00 

ft’ 

0..30 

014 

-hict of fair price rice N ■ 47 
inmy of nee 

-0.067(1.1) 

-0.002 (0.0) 

(vill) Price of urad dal N u 40 
Quaniily of btack gram 

-0..364 (4 11 

-0.432(2.8) 

do village 

0.818(1.5) 

0.739(1.4) 

Beedu village 

-0.329(2.1) 

-0.45912J>) 

u village 

0.235 (0.5) 

0.314 (0.3) 

Ooni village 

-0.471 (3.6) 

-0.SS2 (1.9) 

mpe 

4.982(10.3) 

4.792 (6.2) 

Intcrcepi 

2.604(39.2) 

2.611(40.1) 


0.05 

0.03 

R> 

0.26 

0.16 

PrktofraglN>3f 

Miiy of lagi 

-0.024 (0.2) 

-0.217 (0.8) 

(lx) Price of munag dal N ■ 77 
<}uaniiiy of ntooag beans 

-0.457 (9.2) 

-0602(441 

du village 

-0.102(0.8) 

-0.389(1.1) 

Beedu village 

-0.174(1.2) 

-0.491(1.9) 

u village 

-0 101 (2.0) 

-0.226(1.7) 

Ooru village 

-0 383(3.4) 

-0.607(3.6) 

rcepi 

1.218(5.7) 

1.650(3.1) 

Intacepi 

2.201 '24.1) 

2440(21.3) 


0.00 

0.04 

ft 

0.61 

0.42 

Prkc of Jaggtry N ■ 3* 
ailily ol sugar 

-0.16.3(1.6) 

-0.158(1.1) 

(a) Price of flat beans N > 86 
Quonlily of flat beans 

-0.287(5.1) 

-0.240(14) 

du village 

0.014 (0.4) 

0.007 (0.1) 

Beedu village 

-0 .304 (2 V) 

-0452(1.0) 

u village 

-0.073(1.9) 

-0.0113(1.51 

Ooru village 

-0 018(0.2) 

0.020(0.1) 

rc«|M 

2448(41.8) 

2.4.54 (26 1) 

Imercepi 

1.998(29.2) 

2.002 (25.4) 

0.2.3 

0.17 

ft’ 

0 24 

005 

PriccufloardaiNu 124 
-uuy of split peas 

-0.2.37 (6 4) 

-0.319(4.0) 

(xl) Price of milk Nu 96 
(Juanlily of milk 

-0 169(2.0) 

0.021 (0.7) 

du vtlluge 

-0.095(1.2) 

-0.180 (1..5) 

Beedu village 

0.006(0.1) 

0.133(34) 

u village 

-0.228(2.7) 

-0.278 (2.6) 

Ooru village 

0.012(0.1) 

0.145(14) 

reepi 

2.996 (66.5) 

2 970(47.0) 

Imeicept 

ft' 

1 886(17.7) 

1.661(34.6) 

0.33 

0.22 

Oil 

006 

-Met uTBootal gram N ■ 1*4 
nMy or Bengal gmm 

-0.354 (8.4) 

-0.367 (3.2) 

(xU) Price or cnoUng oil N > 116 
(Juanlily of cooking oil 

-4)225(1 5) 

-0)4211.2) 

du viilafe 

-0229 (.3.2) 

-0.248(1.9) 

Beedu village 

-0.115(0,9) 

-0.011 lOI) 

u village 

-0.496 (6.5) 

-0.488 (3.8) 

(Xku village 

-0.0t 1 (0 2) 

0065(16) 

nwpi 

2.612(66.1) 

2.615(26.1) 

Imercepi 

.3,424(23.5) 

3.475(22.9) 

0..3.3 

0.32 

ft’ 

0.28 

007 


■r. Ill m panMhescs: heteroskeduliciiy coniiuenl usodord eiron: all vinsUes in logs. 
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loffliaal Weekly Real Weeklv Piinilv Inconie Adiuued by 

Family lacome All Price Index Open Market Index 
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not very precisely esitmated This is both 
because their sample sizes iire smaller than 
in the pulse regressions. anJ the size of the 
efTeci is weaker. 

Thus, the price-quaniity regressions 
indicate that (|uaniiiy premiums do exist, and 
the largest and best cstinuicd of these are 
for pulses and legumes which are widely 
consumed, relatively mclasttc in demand, 
expensive, and usually purchased in small 
quantities. Thisexplains why theopen market 
index, which is more sensitive to pulse and 
legume prices, displays more income 
dependency. On the other hand, the price- 
quamiiy relationship for both types of rice, 
ragi. and (Hher goods that are lower in price 
and thus purehased m larger amounts, do not 
show a strong quantity premium. This is 
because ncc and ragi arc inexpensive and 
are usually purehased in quantities exceeding 
I kg, leaving very little room for quantity 
premiums. Translating this into nutritional 
terms, ihi.s indicates (hat foods' (hat provide 
carbohydrates do not show much price 
variation, but ihai goods like pulses and 
legumes which are a major source of protein 
show more price vanubihty and prices depend 
on the quaniit y purchased. Thus, these results 
suggest that income clasiiciiics of proteins 
should be quite high, since a higher income 
would imply lower prices and thus greater 
purchasing power. If these quantity premium 
effects are large and widespread, results 
which show low income elasticities for 
proteins and other nutrients, such as those 
reported by Behrman and Oeolalikar (1987), 
are puzzling. 

Does this variation in unit prices faced by 
households ha ve an impact on (be distribution 
of income? Table 3 presents percentile 
groupings fur weekly household income in 
nominal values, and two sets of real values, 
<ne calculated with the all price index and 
the other with the open market index. The 
median nominal income is Rs 260.60, and 
median real incomes are lower at Rs 232.64 
with the all price index and Rs 253.75 using 
the open m^et index. The distribution of 
income is clearly more unequal for the tvro 
real income measures; Gini coefndents for 
nominal incomes are0.348, they increase by 
12 per cent to 0.39 tor real incomes with the 
all price index and by 17 per cent U) 0.406 
fur real incomes with the open maikei index. 

However, households are quite hetero¬ 
geneous in size and per capita incomes are 
a more accurate measure of living standards 
than total household income. Table 4. 
therefore, focuses on incomes per adult 
cquivatem.'* Here again inequality in real 
incomes » greater than inequality in nominal 
incomes. The Gini coefficient for nominal 
incomes per adult equivaleM is 0.257. this 
—.A lua r/H-ieal 


open market index at 0.316 which is 23 per 
cem greater than the nominal per capita 
incomeCini.Anexaniination of the percentile 
distribution of incomes shows why the Gini 
coefneienu urc cliiinging. Focusing on the 
adult equivalent incomes, the I st percentile 
slays about the same at approximately Rs 24 
for all three income measures. However 
incomes between the Sth and (he 2S(h 
percentile arc all smaller for the real income 
measures, while incomes between (he 7Sth 
and the 99th percentile ore all higher. Note 
that the median income stays at about Rs 70 
furallnominul and real incomes. This clearly 
indicates that ihc poor pay higher prices than 
the median while the rich pay lower prices 
than the median, suggesting that measures 
of income distribution that do not account 
for price heterogeneity may understate the 
extent of inequality. 

The fact that inequality increases when 
nominal incomes are adjusted with the 
household specific price index suggests (hat 
unit prices are income-dependeni. To 
examine the extent of this dependency and 
to look at some other correlates ot price 
helerogenciiy. Table 5 presents estimates of 
equation |3), the reduced form price 
funciiun,'' Focusing lirM on the regression 
for the all goods index, notice that it has an 
elasticity of-0.U64 with a I per cent level 
of significance. Thus a doubling in income 
results in a 6.4 per cent decrease in the prices 
faced by the household. However, when (be 
two other explanatory variables, land and 
number of adult equivalents in the family, 
are included in the regression the income 
elasticity drops to -0.036 and is not 
significant. This suggests that land ownership 
and family size may be influencing the 
relationship between income and prices 
because land size is positively correlated 
with the price level while family size is 
negatively correlated with it. 

These effects are stronger for the regression 
on the open market index. Even afjgr 
controlling for land ownership and family 
size, incomes have a signincaritly estimated 
elasticity of -0.074. An addifiotial acre of 
land significamly increases the index by I 
point. On the oth^ hand an additional adult 
equivalent in the household reduces the index 
by about I point, though this effect is not 


signifiemt. This suggests that houachokb 
with more land pay higher prices.as, to some 
extent, do households with smaller families. 
Bothoftheseeffectshaveaquantiiy premium 
explanation. Note that the majority - over 
40 per cent - of the families in this sample 
have plots of land that are leu than half an 
acre in size. The mean plot size is 0.S8 acres, 
and the correlation between land and total 
expenditures is low at 0.17. Thus, families 
with land are more likely to be poor 
subsistence formers who dep^ leu on the 
market for their food, and everything else 
equal, purchase smal ler amounts in the open 
market and thu.s pay higher unit prices. 

Larger families on ihe other hand need to 
purchase larger quantities, and thus are able 
to take advantage of lower prices. Rnatly. 
note that households in Bc^ village pay 
(he highest prices ot the three vi llages. Be^u 
is also the most remote of the three villages 
with no large town nearby, suggesting that 
search costs do matter in determining the 
price level. In summary, the regressions in 
Table S show us Ihai pnees are income 
dependent, and open market prices much 
more so. Quantity premiums seem to matter 
because families with more land and smaller 
families pay higher prices because they are 
likely to purchase smaller quantities in the 
open market. 

V 

Concluskm 

Thi s paper, based on a case study of potten 
in rural Karnataka, has used a unique set of 
data employing both qualitative and 
quantitative methods to show that unit prices 
faced by households are heterogeneous. 
Furthermore, these prices are income- 
dcpciuknt with the poor paying higher prices 
thu the rich. Thus, inequality measures using 
real incomes adjusted with household specific 
price indices display greater inequality than 
inequality measured with twaiinal incomes. 
The main reason why prices are hi|^ for 
the poor it that liqiddHy constraints force 
them to purchase goods in very small 
quantities and consequently subject them to' 
quamity fmmiunu. This is further indicated 
by regressions which show that families with 
more land, and of smaller size, also face 
higher prices because they too are Ukdy in 
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Variable <N «I3» 

Leg Index for AU Goods 

Log ladcx for Opsa Martel 

Beeds village 

0.036 < 1.7) 

0.043 (3.0) 

0.021 (IJ) 

0.036(1.Si 

Ooru viBsge 

Leg noninal weekly family 

-0.046(1,3) 

•0.036(1.0) 

-0.0460.3) 

•0033 O.Oi 

iaceme (Rs) 

-0064(3.1) 

-0.036(1.3) 

-0091 (4 JD 

-0074(2 1) 

Land owned by hmily (aciw) 

- 

0010(1.6) 

- 

-00)3(19) 

Adult eqeivsIaNs 


-04)18(1.6) 

* 

-0017(1..') 

lotcicepi 

4.942 (40A) 

* M 

4.M4 aS.6) 

3.142(374) 

5j059(33.3) 

n 1 *) 
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Miiduie food in imalJer quanfitiM. Dais, 
which are the primary source of protein for 
Host hou seholds, are the goods most affected 
ly such quantity discounts because they are 
widely consumed but expensive, and thus 
nore likely to be purchased in smalt amounts, 
'he qualitative work shows that the public 
listribution system is ineffective in 
:ombating the problem, because it is 
nefTicient, corru^, and limited in scope. 

All case studies such as this are subject 
j both the advantages of detailed data and 
he disadvantages of a small data set. Further 
esearch will have to examine if these results 
re more generally applicable. Further 
search will also have toincotporatequomiiy 
iscounts into a demand system to obtain 
nore precise estimates of price and income 
ilasdcides in poorer populations. However, 
.is study provides enough evidence to 
uggest that household specifu: prices may 
! crucial in understanding the true nature 
nd extern of inequality and poverty. If these 
ffecti can be observed in a relatively 
lomogeneous community of potters, it is 
eiy likely that they will be even more acute 
I a more representative sample. 

Notes 

We are iadefated to S 1. Roo who sfuriced our 
uetcM ia tMi topic, to Roma Ronce who helped 
rgaaiK the fkldwoit, to the University of 
lidiigm’t Population Studies Centre and ibe 
SellonPoundaiicMiwhofuwfedlhedaiacoUectioo. 

) Heary Bruton. Gonion Wimlon and other 
/iOiasM CoOept facuky menibets, and Sila Reddy. 
X advice and esreounuctnent. ond to teminaf 
anicipants at the Univcisuy of Washuigton for 
aluaUe oomroenls.) 

1 Anglia and Baye employ a search-theoietK 
framewwk to show Ihre the poor will pay mote 
fix oormai gWKb than the rich. The argument 
u that the poor desire smaller quantities of 
nomwl goods than the rich and will ihererorc 
gain ten by scaretdag for the lowest prices 
for them. 

2 Aside from pap er s cited above, there is, of 
ootne, a haiB liieniuR on aua-liacar pricing 
motMs which is outlined fat Wibon (1991). 
Alio see the survey by Variaa (I9M). 

J PlesMiably tmii prices couM be cefculiicd 
fiomeipfiidituw and quMiiy data, but such 
data SMudly do Boiper^ quality differences 
wMdaaga^tobeidMiinodntakiagifdtfrRnk 
to arit the queerion dw is the foent of this 
paper, whelbar die ptior pay differcal prices 
thaa the rtcii fcr idratical goods. 

• TheaamaaafalldiBvUkfesaad'PMilur'aie 
aUiMi. 

^ However, the vMege has dme Hqtmr dtope. 

') Bored on I9l7-m daa. The Oiai coeffleieM 
for ah of iwal Indin It 0.291, and 0.M2 for 
when India (M «hI nw I99J|. 
f The diopi aiao pell eama wheat (} kgs per 
fawny pnrmaili). but aaroy people tn these 
are Mt rnsWiiniBrf » eaiiag it, and 
teyareattppoeadiowackpalmalllorcMikiaf 
. h ahMM alwstya nnaviiliiilr. 
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compiebensive snrvey with a threc-pan 
questionntire loofcing at various aspects of 
well-being. The secood survey upon which 
most of the p resca l analysis is based, was 
much smaller, focused on unit price 
dinereuialt, and was eondueied in July-August 
1994. 

9 There was also some beterogeneiiy in 
prices on the supply hide, with larger fanners 
able to commtuid better pricea for their 
output. We did not explore this issue in any 
detail bur it is an ioterestiag topic for further 
research. 

10 Meats, fruits, vegeMUet and tobacco were 
oho omitted because it proved very difTiculi 
to gel enough obaervadoos of separate prices 
for each type of meat, fiuiu vegetable and 
tobacco product. However the quoliiativc 
evidence suggests Out all of these commodities 
also were subject to quaoiiiy discounis 
Cigarettes foriostanccareoAen said in riagles 
at prices that are about three times as high as 
puichotiagBpack. Households which purchase 
a liagle onofe are chatged about one and a 
half dmes the price of a dorea. 

11 While not a perfect sohilion, u serves the 
putTwre of ealcuiadog an index Dumber which 
measures prices for the reference hoinehold 
relalive u> the median prices paid in the sample. 
Note that poorer households are mou likely 
to be sut^ to any biases caused by this 
method bmuix some goods are loo cxpetiuve 
for them to parciuue. if they had purchased 
these goods h is likdy that they would hove 
purchs^ them ia tmidl quaniitic*. and would 
have coosequeally paid ingher ana prices fex 
them. That, the biaaes caused by this method 
ore unlikely to dampen die lubtUMive results 
of this paper • that the poor pay higher prices. 

12 Note lhal the 'median hoinefaoM’ does not 
actually exist because one househoM does not 
pay the mediaii price for all goods. 

t3 AduUequivaleaiiarederiDedasirormenibcrs 
oflhehouachoMolderilian 12.0.i(fdrchildRn 
between? and 12,aod0.2S forctuldien younger 
than 7. 


14 Wuwig prere n l log -linearestunatesoffDapd 
(3). ttowowr. the reaulti are lubrei acron 
linear. log-Uaearand quadiMic specifkalioM. 
While it will be iaierestiag to estimare a 
complete demand system, the iocome- 
dependeai. non iaieif prices make it very 
difricuk.pailiculaclywidisachatfflailsainpk. 

tS Means and a i QtlinIdev iW ioni of the variablei 
used in all the r^reesiore are repixieri ta 
Table 1. 

lb Children below four w ere iren tednooe-fotirth 
adults, while efuMraa betwetia fear rede^fal 
were trewed as heif aduht. and cfaldrea 
betweea S and 14 were treaKd at tfaree-fburtfas 
aduht. 

17 Meant and standard deviations of vreioUet 
used in all the Rgtesaioasare given in Table 3. 
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Labour Demand and High Development Theory 

Errol D’Sottn 

The role of economies of scale, an elastic supply of labour and imperfect competition are emphasised as essential 
elements of development theory by ’high development theory’. Whilst highlighting the role of history ana 
expectations, it also suggests the possibility of industrialisation being unable to create new employmetu. We argue 
that this outcome depends on the strength of the increasing returns to scale in dominant firms, vis-a-vis the output 
elasticities of fringe firms and the elasticity of demand in the industry. 


THE early t980s taw many commentaries 
written on thedecliningstateofdevelopnient 
ecmiomica and the reasons for its demise. 
Hinchman (1982:372) for instance writing 
on thenifaject claimed that the "old liveliness 
is no longer there, that new ideas are even 
harder to come by and that the field is not 
adequately teptoducing itseir. The reasons 
attributed by Hirschman for this dedJne were 
two-fold. One reason was the conjunction 
of two distinct ideological currents. 
Develo|Hnent economics rejected the claim 
(the morto-economics claim) that there is 
just one economics but argued instead that 
in dealing with the developing world 
traditional economic analysis must be recast 
to account for its specificities in order to not 
be misleading. Italio at the same time asserted 
the mutual benefit claim that economic 
relations between the industrial coimtries 
and the developingcountries could be shaped 
in a way that yields gains to both. This 
rejection of mono-economics and the 
assertion of the mutual benefit claim resulted 
in the neo-classical right faulting 
development econoinisu for having given 
up the principles of efficient resource 
alkmationtbatlbeyconsidefed universal and 
the neo-Marxist lef) faulting the discipline 
for not being radical enough and not 
advocating indepe n d en t industrialismion 
paths that are free from the problems that 
beset the world oqiitalist economic system. 
The second reason given by Hirschman it 
tbepolitica] disasters in third world countries 
from the I9<i0s where the promotion of 
econotnic growth «vem hatKl in glove with 
the loss of civil and human ri^ and the 
estaUishmem of authoritarian regimes- The 
disappoiiitmeni over politics led to a lou of 
self-confidence in the discipline of 
rlev el opment ecotxmncs. 

The begiiming of Krugman ’ s (1992) paper 
is a replay of Hirschman one decade later. 
Indeed. Hirschman whilst welcoming 
Krugman's account of the state of 
development economics deemed it as 
casemi^ an 'internaiiit' account in the 
Mttory and sociology of science whilst 
terming his own account u being the 
'extemUist' side of the story (Jayawardena 
19921. Knieman begins hiapaper^daiffliiig 


economists would now presume to offer 
grand hypotheses about why poor countries 
ate poor or whai they can do about it". It 
is the recent developments in economic theory 
such as simple models of increasing returns 
that has made it possible for developmem 
theorists to regain the valuable ideas of the 
heydays of (he 1950s that have been lost and 
which fiuJce it possible for (be sub-disciptiiK 
of development economics to regain some 
lost ground within the economics proferaion.' 
The papers of Murphy. Shleifer and Vishny 
(1989a, 1989b), Krugman (1991). and 
Matsuyama (1991), recapture the old ideas 
of 'high development theory' [Krugman 
1992], dating back to Rosemtein-Rodan 
(1943), Nurkse (1953), and Hirschman 
(1958), where the emphasis was on how the 
compiementarily of modernisation efforts 
across industries is the main obstacle to 
economic devdopment. 

Rosenstein-Rodan had argued that 
investment in a large new factory (he gave 
the example of a shoe factory) is likely to 
be unprofitable in isolation but profitable if 
accompanied by similar investmentsinmany 
other industitet.3 Similarty, Hirschman't 
concept of backward and forward linkages 
stressed the importance of achieving 
mitrimuffl economic scale. Hence, a central 
concept of deve l o p ment economics is the 
idea of economies of scale at the level of 
(he indivKhud planl that gets translated into 
increasing returns at the agg re ga te level. A 
necetsary implication of Ihit is that asfbng 
as there are unexhausted ecoooimes of scale 
in the indudrialising. modern aector, then, 
that sector mutt be imperfectly competitive. 
Unfoftunatdy there are no general modds 
of imperfect competition necessitating 
arbitrary aitumfriions about tastes, 
technology and behaviour.‘TMs meam that 
in order to do developmem theory one mutt 
have the courage to be ailly. writing down 
models that are implausible in the details in 
order to arrive at convincing higher-level 
insights" [Krugman 1992]. HnaUy, a main 
idea of developineni eraootnica is that 
sticawd by Roseattein-RodBn and Lewis 
(I9S4) that additional labour in the 
ma nu fa ct u ring sector could come out of rural 
undeninployinenLMatauinptioAilMtinalMi 
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supply of labourto the modem sectorcoupic 
with the economies of scale in produetk 
in the nwdem sector generates the importai 
role that pecuniary external economiet pla 
in development theory. 

HiSTOBY and ExnCTATXlNS 

One of the themes arising from th 
refomutlation of development theory is Ih 
pouibility of multiple equilibria and the rol 
of history and expectations in equtlibriut 
selection. Matsuyama (1991) for instanc 
represents the in^triaiisation process as 
sMftof resources from agriculture to industr 
where agriculture opentea under conditkxi 
of contiani returns to scale wherea 
manufacturing is subject to economies c 
scale which are external to the firm an 
internal to the industry. Manufacturing labor 
supply increases with the relative wage i 
matuifacUiring giving an upward slopin 
supply curve (Figure 1). Becaus 
mamifacturingissut^toincreatingieura! 
the marginal product of labour and hence th 
wage that can be oRered increaiei with ib 
level of employmern in manufacturini 
resultinginanupwaidstopingdemandcurv 
As both the supply and the demand curve 
are upward sloping multiple equilibria ar 
poftiUeandthreesuGhequIHbriaaiedepicto 
in Figure I. Of these, (wo. Sg and ^ an 
staUe equilibria and one, S|. is unstable. I 
the initi^ employmem in manufhcturifig r 
somewhe re bdwee n SoandSi, thecconom] 
converges to So and thus can be trapped if 
a state of pre-induttrialisttion. If. on tiK 
other hand, the initial e m p to ym em leve 
exceeds S|, the economy will convert n 
So and exUMt a bi|^ level of immifiKturin: 
etn^oyment. Finally, if the initial poshior 
of the economy is the unstable equillbriurr 

Si.dienapassiBgdistiwbaoce could sendtix 

economy in the direction of So 9r So- 
The set up of the proUmn luggmti thsi 
the equilibiliini setec^dependi entirely or 
the past history of the economy. Both 
MaliuyMna(l99l:62S)aKlKiugaHn(l99l: 
633-54) toveatigam the Whienoa of hisiory 
and expectationt in ntaUitg it poaaibic for 
iha economy to Jump to So fiom tome ini till 

level of e m pleynieiit b e t wee n la aKl 

Arguing that dieeiwieeoraeemrtay an agttO 
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n i n the pretence of extcfnil economies 
Jepend oo the decisions of other agents 
>oim out that there is the possibility 
If-fidfUling expectations pushing the 
omy to S^. However, history can also 
a role to the extent that the discount 
s high, investments are irreversible, and 
omiet of scale are weak, 
ligh discount rale favours history over 
ntfions because if people discount the 
: heavily Ibdr expectation about the 
: action of other individuals will have 
influence on their piesctt choice of 
i.iflheecoiwmyadjutuslowly because 
: irreversibility of investments which 
a it diffiGult to transfer resources, then 
7 will also be decisive because factor 
rib will be near cuirent levels fora long 
rcgaidleas of people's expectations 
1 the future. Finally, small external 
omies reduce the interdependence 
ig decisions and as a result eliminate 
Msibility of self'fuiniling expectations, 
rid i n which history matters and a world 
^'-lulfiiliiig expeciatioat are different 
from each other and from the standani 
lelhive view. If hiatory rather than 
MHau is likely to be the main deter- 
III of e<|ullibrium choice, more go vein- 
intervention may be ippropriaie. This 
: take the form of a tulMidy or a tarilT 
:raanu&ctiiredgood[Maliuyaina 1991; 
2] but exceadve huervention could 
e c^ffprivate sector initialive and hinder 
Msibility of susteined industrialisation, 
.lecialions are likely to be the main 
ndaaot of equilibiium choice, then the 
leak of develapaieai policy is to creme 
Bgeai eapoctiiioM that will enable the 
•rable eqiiiUbrHim to be anainad. 

'* new approach ladevolopmBM, then, 
>uieeaihepaMlbi^ofR»ltiptee(|ttili- 
wlahowadutboihhuleiyaiidexiiec- 
u nay inflnoDoe whkh of the posaiMe 
^iao««iiiMltyaelecled.Ajustiflca- 
or fonM of jovmmmM imwventkm 


such as protection and subsidisation which 
facilitate escape from development traps is 
also provided. The importance of factors 
such as political leaderihip and planning 
which influence expectations' formation and 
convergence is also highlighted. However, 
the recognition of scale economies and im¬ 
perfect competition in developing country 
manufacturing production resulu in the 
unpleasant outcome that industrialisation 
may be unable to create new employmem 
asthe labour diiplaocdby the constant returns 
to scale technology (in agriculture or the 
fringe sub-aector of manufacturing) may not 
be absorbed by the increasing returns to 
scale modern manufacturing technology as 
this type of technology is less labour-inten¬ 
sive. lndustrialisaiion,then,farfromcreating 
manufacturing jobs and absorbing labour 
from other sectors, may actually diminish 
labour demand and create unemployment. 
This unpleasant outcome characterises the 
Murphy, Shleifer and Vishny (1989a) model 
which incorporates a dominant firm- 
competitive fringe manufacturing stnicture 
in a two sector model where consumers with 
different incomes purchase a variety of con¬ 
sumption gouds which may have been pro¬ 
duced by the increasing returns production 
technology. Induslrialisalioa occurs as the 
dominant firm using a increasing returns 
technology diqtlaca fringe producers. In 
the limit-price equilibrium d^nant fums 
that are more eflicieni and have lower costs 
than fringe (lims replace fringe producers 
by setting a price that resulu in negative 
pcofhs forthe fringe firms but positive profiu 
for itself- By doing so the dominant firm 
nplacestheconsiant returns to scale techno¬ 
logy ihuis leulabnurintensiveand industria- 
lisation is unable to creare new employment. 

LaBOUI USING/SAVINO iMCjmUAUtATtON 

There are two probletM with a conclusion 
that new employmeni may not be possible 
as develop n ^ proceeds. First, the nature 


of the eqniHbriiim in the Murphy, Shleifer 
and VMny modd is such that large firms 
and siiudl firms caimat coexist in the same 
industry as the domiiiant firm's expanskm 
replaces the fringe production. This runs 
counierlotbedevelopingcountry experience 
of the manttfiKturmf aector comprising a 
large number of small firms and a nnall 
number of laige firms. Second, the effect of 
demand for the product of the industry is 
effectively left out of the analysis. The 
dominant finn in order to capture a share 
of (he market must de cr e as e the price when 
It enters the industry and ao the total cutpot 
when dominant firms coexist with the fn^ 
must be larger than when the fringe only 
produces as consumers expand theirdemaod 
in the face of a lower price. As the total 
quantity produced with the existence of a 
dominant firm is laigerthan the total quantity 
produced if only the frmge fitins produced, 
labour demand can increaie with indus¬ 
trialisation depending on the output shares 
of each type of firm (which deter min e s the 
residual dmand facing the dominant firm) 
and the extern of the increasing reliirat to 
scale (which determines the cost conditian 
of a dominant firm). 

To elaborate, coraider a situation which 
has all the ingredients of this type of 
development economics - oligopoliatic 
markets, and an elastic supply of UbMir to 
(he modem sector whkb has access to an 
increasing returns to scale teclinolofy. We 
usume a doted economy where all 
consumers are identical wMi a utility ftme- 
tion that has consumption of agriculluni 
goods and manufactured goods as lu 
arguments. This gives a demand ftactioa. 
D(p). for manufactured goods which is 
assumed to be known to all producen, where, 
p it the price of the ma nuf act u red good and 
thcpriceoftlieagiicuttuiatgoodittiaiiiialiaed 
to unity. The average product of labour in 
agriculture is assumed to be conitant (it hai 
a conttam returns to scale technnhigy) ao 
that the manufacturing sector has an ehittic 
supply of labour. The m roufa ct u ring wage, 
w. will accordingly be constam at loat aa 
the supply of labour eaoeedt and 

only when the demand for labour in 
manufacturing becomes sufficientiy la^ge 
will wages rise and through its iiagnet on 
demand give a futtber Impetut to Um 
manufacturing sector. The nuniifarmrkm 
teaor in turn comprises a few donfeMat 
firms togecherwithe l a rg e n um ber of ftUgn 
firms that belong to a prefeedy etMpaB- 
five, tnereasiog industiy. Bach fttagn Bm 
uses a constant rcturaa tnclmofofy ^ 
production but fuDes difibnnt coat onaA> 
tions due to difTcrewial ecooei so gsMupl 

and factor (credii) mashett BO that At 
supply of the (rime finm as a franpi, 4 Ii 

the lower envelope of the wtffHat of 

individttal fringe fima wlih aM eflhlaK 
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«vliete, IS befiwe. q is the output of the 
competitive fringe and ii the ootput of 
the dominant firm. The matginal cost of 
labour in the fringe as it is in a perfectly 
competitive environment will equal the 
price implying that^ p « dIrfqVdq. With 
the dominant fimi's marginal cost given 
by a constant denoted by k, we can write 
the dominant firm’s demand for labour u 
Id e mc^Qd s kQ|. The impact on total labour 
denuuid as the marginal cost of the dominant 
Arm foils can be written as 
dl dlf did 
dmcd dinC|) dmcj 


Arms producing at lower cost than less ngni nano sioe panei or rigurelomaxi- Substituting from the proftt-maximizing 
efficient firms, giving, mise profits the dominant firm sets marginal condition, p*nicy(l- l/Cdl'i wecanwrite, 

q = f(p) f'(p)>0 ...(1) cost equal to marginal revenue (niTd) which dt ^ I dq 

Fringe firms never incur enough profits then determines the price of the industry - Qdl* - 01 • + "—-<0) 

that will enable them to meet the large fixed (Op*), the output of the competitive fringe ** '"Cj 

cost* of an alternative modem increasing (Oq*),(hcoutpulofthedominamfirm(OQd*), where, e^ = s^ffc + (I - 5 |)t)l, t being 
returns to scale technology that domiiumt and the profits of thedorninam firm which the elasticity of the industry demand 
firms use. As less efficient fringe firms enter is the shaded area on the right hand side curve (-<p/D)(dD/dp)), q being the dasti- 
into production the fringe group’s marginal pond of Figure 2 The reason that adominant cHy of the fringe supply ((p/qXdfipydp)), s^ 
costs (mcf irises with the increased supply, firm does not replace fringe producers in our being the share of the dominam firm in 
Hence, me, ■ w(diKqy3q), where l^q) is set-up unlike the Murphy. Shleifer and total output of the industry (QafD ). and 
the total labour requirement for producing Vishny set-up is because in the Murphy, 6 <-(mCd/QiiKdQd/dmc 4 ) is the marginal 
q units of output and Olf{qVat|) > 0 is Sblcifcr and Vishny set-up the dominant cost elasticity of output of the domtam 
the inverse of the marginal product of firm sets a limit price equal to the marginal nnn. It is easy to verify thMd 4 /dQd <0 and 
labour. cost of the most efficient fringe firm (me,, dQydmc„<OsothiitaIongwithiheequation’ 

Dominam firms know consumer demand in Figure 2) and that gives a residual demand fore 4 wecaninterpreteqaaiion( 6 )asitailng 

and the suppty function of the group of totheclominamfirm(Qj)whichishorizontal that as the marginal cost of the dominant finn 

fringefirmsandthisallowstbemtocompute umil it joins the industry demrnid curve folls.theoveralldemandforlabourineteases 
theicsidualdemandfortheirpioducu.Q 4 (p), (D(p)).’The profiu of dominant firms given ifihcdecreaseinlabourusedby fringefirm^ 
where. by the shaded area expands as their costs than the increase in iabour used by 

Qi(p) » D(p) - f(p) ...(2) decrease and as in the Murphy. Shleifer and the expanding dominant firm. Such a 

ThemarginalcostofdominamfinnstmCri) Vishny model they use this to expand their condition is more likely to be satisfied 

because of the modern technology they operations into other areas by introducing according to ( 6 ), the smaller is the elasticity 

employ must be such as to give them a cost increasingretornstoscaletechnologies(that of the industry ttemand curve (e), and the 
advantage over fringe firms. Also, because entail a large fixed cost) at the level of the elasticity offringesupply(q).aiidthelar{|tr 

they canproduceanyoutputatcfficicntscalc marginal cost of the most efficiem fringe it (be maiginal cost elakticity of output of 

once th^ begin production the marginal firm.Thisincreascfnthentmiberofjndustties the dominant firm (0). We thus find that the 

cost of d^nanl firms must be at or below whercthedominaiUfirmsetUerintoahithetto process of industrialisarioocai Increase the 

the marginal cost ofthe most efficient fringe fringe dominated industry constitutes the demand for labour provided the responre of 

firm for dominant firms to be at least as industrialisation proceii. * the output of the dominant firm to a fall m 

efficient as the most efficient fringe The impact of industiialismion on labour nurginal cost is elastic and the industry 
producers. Hence, mcj => wOl^Qjl/dQj) demand as indicated earlier would depend demand curve and fringe elasticity of supply 
where. dl^tQ^l/dOd, a constant, is the on the output shares of the fringe and is inelastic. *0111 result is due lo the increase 
invene of the marginal product of labour dominani firms as well as the extent by in the dominant firm's output as Ms roti 
in a dominant firm, and mc^ £ me,. The which the dominant firm’s output changes curve foils causing a latffe reduction in the 
dominant firm will maximise profits by when its maiginal cost falls. Porsufficiently equilibrium price of the product which m 
setting the relationship between price and largefalblnthemaigindcostoflhedofflinaiit turn generates higher demand. TMi demand 
matgind coat that a monopolist would, i e, firmwcshouldexpectadecieaseintheprice caimoi be stated by the fringe Anns as (he 
p - mc^ 1 of the industry, an increase in the output nniuoedi)fk«foroMtlKlesseflieienta^ 

p demandedbyconsumei».andwithllielaiier ihemouofll)ein« 1 cctaiMlheMj«ecfofiKii.v 

where, e^ is the elasticity of the dominam owpm produced when both dominaM uid of supply falls. The dominani fltm tht^ 
Ann’s demand curve. This it obvious from fnnge Arms src present, this could in principle fiieieasea its demand for Wbour in order (o 
Ptgute 2 where the left hand side panel result in an increase in labour demand. To caier to the sutge in demand wWch occurs 
depicts the supfdy of the competitive fringe establish the condition under which The indusnWisalionprocem can result irs 
(q« ftp)), snd total demand of the industfy. industrialisation is laboiiriising. we write the nduceddemaiMitarlabaiirnntheolherhunii 
IXpl. The residual demand of the domiB an r demand for labour ctpMioo (I) When both if the fringe elasticity of suflply tml 
- cost curve (fflCi) doniinpM firms and the competitive fringe dartkhyofdmnandferfteliidii^’sprnluri 

—‘‘ itUKh.andilKmMiMeoiielaiticityoi 



CoNcumoNs 

Phe Mfh devehipnieM theory efflphaijtes 
role of economies of scale, an elastic 
iply of Itdxxir and imperfect competition. 
: exismoce of multiple equilibria throws 
the possibility of an economy caught in 
>w level trap and thia possibility depends 
both bistoiy and expectations. The 
wnance of histoty <x of expectations 
tends on the ate at which people discount 
future, the extent to which investments 
irreversible, and the strength of the 
monues of scale. There is accordingly an 
tlidt rationale for government intervention 
I piaiming that may enable the lifting of 
economy out of the bad state towards 
ich it would otherwise gravitate. An 
pleasant possibility of the high 
relopmeni theory in the guise of the 
irphy,S)ileiferand Vishnyl 1989a) article, 
vever, isthatasindustrialisation proceeds, 
ninant firins employing increasing returns 
cate technolo^es replace the constant 
trns to scale technologies of fringe firms 
so are unable to create new employment, 
aigue, however, that this need not be the 
Specifically .dominant and fringe firms 


may coexist in an industry and the demand 
for lahourcan increase wHhindustrialisaiion 
provided the maifinal cost elasticity of output 
of the dominant flim is suflkienlly large and 
the elasticity of demand for the industry's 
product and the fringe elasticity of supply 
are sufficiemly imall. This means that one 
of the challenges of development policy is 
the Klecdon of an apprt^ate government 
intervention device that not only facilitates 
the attainment of Bgood equilibrium but also 
favours those industries with demand and 
supply conditions that arc capable of 
promoting the demand for labour. 

Notes 

1 Stiglitz (1992) disagrees with the Knipnan 
story about devdopmeai theory claiming tiui 
he neglects nu^ ftriods of throictical worii 
(such M the growth theory of Kaldor) and 
empirical work (such ai the Economic 
Commission for Latin America programme) 
and that hit vision it loo nainiw because he 
ignores infbrmatioaal probtem s . 

2 Rosentleiii-Rodan used this idea to advocate 
large-scale developtneni planniiig as a way of 
breaking away from underdevelopmeni traps. 
However, the comptemenioniy oT invcsimeni 
across industries does not necessarily provide 


a ladonale for plaaniag as co-omUaated 
hmapaeni couM be adueved through the 
“ivfeeAuu iaflueace of businen psychology" 
[Nwkae 1961; 249]. 

3 This Rxed cnat wUch doimnant fmnt alone 
can meet is a ih ort ha nd for capturing on the 
job trainliig. R and D, foreign Kchnology 
pufchases. etc. 

4 We take die supply oflabonr to exceed demand 
for labow so that the manalactariiy wi^ is 
a constant Mid then normalife w to wMy. 

5 TbeeqnationfiorescaabederivedbydUfefcB- 
tiating (2) with respect to p. Thns. dC^PVdp 
= dIXpydp - dKpVdp or, -<pM3tXdQ«rdp) 
= -(p/DXD/QsKdWpVdp) + (p(qKqA}s) 
(dr(pV<V). This ia tam can be te swiM eB as cs 
or the eloiticiiy of d em and for the indotlry's 
product is r/s^ -s l|((l - SsVls). 
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Appendix 

jt we derive the signs of dq/d(}d and cK^d/dmed. 
im equMion (I).. q.f(p)=»^=^ A 

o. from Rgure II, p > D(q -i- Qd). 


aOd 

or, (I 




‘ty 


or. 


f'ly 


<0 


Sp'dQd 
dp D* 

3 Qd "I'Dr 
dq 

•titnting into the equation for dqAX}d .i-lYf' 

m the profit function for the dominant firm, we can write, 
T.R.-T.C 
n-pQd-T.C. 
ice. for profit maximteation, 
dp 

-•Oor, -p+Qd^-n^d^O 
»Qd 1 




n, 


-<0 


'Od«d 


re,nQ^Q^ < 0 , being the second-order condition. 

r. for equation (S):- 

d dniCd (iHKd *^4 ^4 <^4 <*>"‘^4 

BUf to I Mdl I . to to kOj. 



Joint Forest Management 

Factors Influendng Household Participation 

GopalNaik 

Forest departments in various states have made efforts to manage forests jointly with the local community in 
selected areas in order to prevent current rale of degradation of forests and ensure their regeneration. 

The theoretical framework used in this paper suggests that the extent of participation in JFU activities is 
dependent on the expected levels and variations in the marginal profit to labour from JFM and alternative 
enterprises, co'variance of their profit, expected share of households in the profit from JFM, risk awareness 
of the households, interest rate prevailing in the village and total labour available with the households. 

The two case studies provide empirical support to the conclusions drawn from the theoretical frameworL 


AS better management of common propeity 
reiaurces such as forests is considered vitd 
for poverty alleviation, sustainable 
devetopment with equity, ecological stability 
and preserving biodiversity, there is a 
coosiam search for alternative approaches 
necessitated by the fact that the usual options 
of state cofitioi or market mechanisms are 
not advocated due to their inherent 
inadequacies. The state control of forests so 
far.fbr example, has led to their unconstrained 
depletion as evident from the fact that nearly 
43 per cent of the forests are considered as 
dqpided. Market naechanism to manage such 
a lesouree is also not comidefed desirable 
doe to its common property nature with very 
high levels of extemaiities. There are evi< 
dences to suggest that privatisation of such 
Gommoa property resources would enhance 
faiequity by denyingaccesstoundetprivil^ed 
classes of the oommunity [Karamh 1996]. 

Iflhec ui re n t t re nd continues, thcecological 
and economic consequences that follow in 
(ctms of soil eroskm, laige Iracu of btnen 
iatul, shortage of forest producu such as 
timber. Aielwood, fodder, etc, would have 
tre m e n do us advctseirapacton the livelihood 
of many pcMir people especially the tribals.' 
Therefore, picvctiiiqg further de g rada ti on, 
jod rpfcncntif^ the degraded 
forest, and tuttaioaUe uk of these fotestt 
for meeting essential tequirenienu and as a 
•owee of enhancing income of the local 
pee|ileilwougb|ilannedptDductk)iiof various 
valuable forest products are csaenlial, and 
any management approach wMch can adneve 
Iheae would be an effective inattuineiit for 
dav el opln f many niral areas in the coming 

AafrasaMamativeapproachaiomanag- 
ii||lhisoomfflonptopettyreaoHKeiiscDn- 
cmed.cxpetieiicesMichaiArBbaileapcri- 
fluniuWetf Bengal and oihen.nMPHt that 
dm faemf critical to pm arv ia g forest ia to 
involve local people who are depend nn on 
hlbr (heir Uvclilwod in dm managMmnt of 
dm foicaL 


Haryana have experimented with moving 
away from traditional role of conindling 
local peoples action to collaborating with 
them to achieve the goal of sustainable 
development of forests. This has led to the 
concept of joint forest management (JPM) 
where forests are managed by the co> 
ordinated efForts of both forest departments 
and tire users with aim of conserving 
environment and ecology in addition to 
enhancing benefits from Che forests to the 
uten.’ The forest policy of government of 
India, 1988, has explicitly recognised the 
need to fulfil the requirements of fiielwuod. 
fodder, ininor forest produceand small timber 
of rural and tribal people, and emphasised 
the need to create massi VC people’smovemeni 
for protection and developtnent of forests. 
The government of India's resolutioo issued 
on June 1. 1990 facilitated further the 
involvement of people in the management 
of forests. At present. West Bengal, Gujarat, 
Haryana, Orissa, Bihar, Jammu and Kastunir, 
MaAya Pradesh, Maharashtra. Rqjasthan, 
Tripura. Andhra ftadesh and Kamatakastalci 
ha ve issued resolution on JFM. Though there 
are certain variations in the resolutions across 
states in terms of category of fores allowed 
for JFM. type of participants, sire of 
management unii. cunpruitioo of executive 
commiuee, power of cornmittee, power of 
forest department and (be share of meinben 
in the forest produce, the main focus has 
been to protect and regenerme forest through 
involveiaeiit of local people. 

Such an approach to manage forests wmld 
require understanding of the factors 
influendag the iavolvenreiit rrf local people 
and llicir lotw-ierm austainaUJity. Factors 
Gonliibuliiig to ausienaiioe of local people 
involvenient heve been idetuMied es extent 
of traditional leadenMp, the ctudal mk of 
fote m eeourcciineconointe w bai i l a sceind 
ibe absence of any distent nuUwrity 
uadenniaing Ibe local IChopra. XadsiEodI 
nd Marty 1990]. Aaunberoftelonhm 
alto been ideMified es fbvtMmMe for 
iniliarinv (SPWD 1992:131 Md succeMM 


rigorous theoretical framework for identi- 
fying factors contributing to proticipaiion of 
the households in JFM and evaluate the 
theoretical results with the help of two case 
studies. 

TlooeencAL BAOuntouMO 

The tucecss of JFM obviously req uir e s the 
par^paiion of the households living ht Ibe 
nevfay villages. Eitabluhiiv JFM could have 
the fdlowing consequences on the costs/ 
benefiu derived by the fwuiebolds. First, the 
timber and foelwood extraction may have 
to be limiied to allow for sustained growth 
oftheforetL Second, additional labour will 
have to be speix in the tbon run lo collect 
timber, fudwood and fodder ftom a larger 
area of forest Third, participation in the JPM 
would require labtwr to be invested for 
formulating and enforcing rules and 
regulations. Lastly, forest land could not 
only be used for regenera ting existing not 
stock but also for pmducing vahiaUe forest 
producu to enhance the economic gdn to 
the local people. The fusitluce consequences 
lead to addicioiwl costs to the h ous eb ol dt in 
the thort ran. The last one is a ditcct benefit 
10 the hottseholcls both hi the short as well 
as long ran.^ The addUoiul GtMU are mostly 
in terms of labour except for the first 
consequence where addittonal in ve st me n t 
may have to be made to meat the shoitfall 
in lire producu procured and the damand of 
the bouieholds. However, this aUo can be 
convertod into labour days. Therefore, 
cownouiion Of liDoiif toiBiio DP WB 
cost to the hmseholds whereas sustalMd 
N|My of forest producu hi *e long nm and 

■witinnal income from bsitir mlBsidon of 

the forest land are the henelhsAaai the JFM. 
Three costs and beneflu in ewnpnti a o n whh 
the ooau and banefiu at ihair labour in 

■itenuulve ereatprisre play eemdal me in 

the hOHrehold dedilM lopMicipMe in the 
foreai mamqpMMnLl 
To enreMae the turn eT freimpMw" 

foittiGoreigi for intl In « fhen tooMiy. m 
lahnnr sgpply foncilane of hauMheldt VC 

- » a n ' ' 



incotporates simultaneoua deciiioni of 
homdtoldt in agricultural production, con* 
nimption and Idwur aupply for agriculture 
and JFM can be used for this purpose. In 
this study the frameworic developed by Lopez 
(1986) which allows for interdependent 
ptoducrion and consumption decisions is 
used. While household models are used to 
explain labour supply extensively [Singh et 
al 1986; Shigeno 1992; Michalopoulos 
1992], this framework has not been used for 
uplaining participation in JFM to the 
author's knowledge. 

Rural households generally have options 
if allocating their labour (L) in agriculture 
aAd allied activities, and/or in non-farm 
activities such as trading, handcrafis and 
wage earning (L,). When JFM is intnxluced 
n Che area it provides another alternative to 
allocate labour (L^). Therefore 

L«L, ♦Lj ...(I) 

The utility function of households can be 
expressed in ternu of leisure and consumption 
rommodities as 

U - U(H-U C,, Cj.C.) ...(2) 

wbere U is the utility deri ved by the household 
from leisure (H-L) and consumption of 

iximmodities C,, C,,.C,. H is the total 

unount of labour time available to the 
liouseholds say in a year. The budget 
:onsUium faced by the household is 

IP,C,«)t,(X:L,)+*^;L,) ...(3) 

where P is the prices of comnnoditics, X is 
ector of inputs other than labour used in 
[iroduetton of agricuhuie and allied activities, 
TL is the total amount of labour expected 
to he contributed by all the participating 
tiouiehotds (TL * IL,) and X represents the 
pront in net present value terms. The 
twuaehotds are assumed to he maximising 
upected utility (equation 2) subject to budget 
.'onsiraint (equation 3) and labour identity 
.equation 1). 

As the above maximisation problem is 
)uite cumbersonK to handle we nuke rather 
) strong assumption that the households 
would like to put normal hours of walk and 
I certain number of days in a year (L*) and 
"Wild like 10 allocale only these labour 
imoiig income generating alternatives.* 
AdditioMlIy, we assume that households 
rxaniine the allocation dectsions at various 
-'ombinations of allocations of labour 
xtween activities such is agrrculture and 

Il’M. This assumption enablea us to consider 
Jecislon problem etdinerem levels of labour 
illocMian sepsntoly.'’ Since our aim in this 
dudy is to Mentlfy feeton inllucncing 
i>«ticipation and not on finding the exact 
Pnmlty of lt*our ellocaied for JFM. the 
'<«iltt obtained aaini tlieee aistimptioiu arc 

tiU valid. WMuheaeaawmptkmstiiekbovc 

■ * >1..^ 


of expected utility of profit from labour 
allocation amongaltermdive enterprises, that 

is 

max EU(*,L,+ *, LJ ...(4) 

s.t. L| + Lj ■ L* 

Here, subscript a refers alternative 
enterprise which could be agriculture or allied 
sector or wage earning, and profits n, and 
X| are in present values and for a unit of 
labour at a given level of labour allocation. 
That is, 

iCf = 8Iit„(l+r)“' and = ZKjl+r) ' 

where 6 is the share of profit accruing to the 
households from JFM, £ it summation of 
profit for t lime periods, say at monthly 
intervals, till the time pront keeps accruing 
for the labour allocal^. 

Assuming that profits arc normally 
distributed, maximising expected utility of 
piufu is equivalent to maximising (Newtery 
and Stiglitz I98S]. 

12 = Ex - 1/2 a Varfx) ....(S) 

where. Ex is expected prorii, a is Arrow* 
Pratt measure of risk aversion and Var(x) 
is the variance of pront. Let the subjective 
distributioD of profits be 

E(x,) * y, and variance V(k,) = o,* 

E(x,) = y, and variance V(x^)» o/ 

and Cov(Xp nj = 

While the returns from alternative 
enterprises such as agricullure is dependent 
on the efforts of a household, the returns 
from JFM depends on the aciions/efTons of 
the other hotueholds as well. Therefore, y, 
and can be thought of having two 
components: one is physical (y^p and 
the other organisational (y^, a^^). niysical 
component refers to profit level and its 
variations due to agrD*climatic conditions 
whereas organisational component refers to 
the profit level and its variations due to the 
extern and quality of participation of the 
other households. Therefore, 

Tt * Vrr + y® ‘'f’ * ®n-’ 

Equation (5) can be written as 

Q * y,(L-L,) + y,L, - 1/2 

+ L,*Of=+2L/L*-Lj)CTj ...(6) 

Maximising (6) with respect to L, and sol ving 
for Lp we get* 

y,-y,+ aL*(o.2-OJ 

« ' - --- ....(7) 

o ( 0 ,^ + o,’ - 2 oj 

Equation (7) indicates that Idiour supply 
for JFM increases with the increase in the 
expected profit from s unit of labour in the 
JFM and total labour available in the 
houaehoid. The labour supply also increases 
with the increase in the variance of profit 
•itanutive entenrises. This can be 


seen by aetting variance in profit from JFM 
equal to aero. That is.* 

Lf» L* + (y, -y,)f a o,* 

For equafion (1) to hold true, the second 
term in the atwve equation has to be zero 
or negative.!^ the second termtobenegrttive 
the profit from ahernmiveenteipnscs should 
be greater than from JFM. In this case as 
vanance of profit from alternative enterprise 
increases the labour supply to JFM increases. 

When the expected p^il from alternati ve 
entciprises such as agriculture, and variance 
of profit from JFM increases, the labour 
supply to JFM decreases. The effect of risk 
aversion of households oi> labour supply 
depends on the source of variations. If the 
variation in profit from alternative ertterprise 
IS large then higher risk aversion of 
households increases the labour supply and 
it the variation in the profit from JFM is large 
then higher risk avertion decreases labour 
supply to JFM. 

As mentioned earlier the expected profits 
are in present value terms and the profit from 
JFM refers only tothcshatcofthehauschokh. 
Moieovcr, the level and variations in the 
expected profit from JFM has two 
components; physical and organisational. 
Considering all these variables the labour 
supply equation can be expressed m 

” 8(ym* yroi’ y*’ ®io*' *^ur 

o^. 0. ot, r. L*) ...(8) 

The above equation indicalcs that labour 
supply to JFM IS dependent on the expected 
levels and variations in the marginal profit 
to labour from JFM and alternative 
enterprises, co-vanance in their profit, 
expected share of households in the profit 
from JFM. risk averseness of the households, 
interest rale prevailing in the village and 
total labour available with the households. 

iMFUCAnONS 

The variables identified in equaooa (8)are 
affected by a number of other variaUea. The 
levels and variations in profit from 
agricultural entepri sea woulddepetnl mainly 
on the yield and price levels and their 
variations. Yield levels ne detennined by 
agro*climatic conditions, agronomic 
practices followed arxl technology level 
adopted. The yield level would be high (or 
irrigated knd and for fanners prartirint 
proper agronomic ptacticea and usiagnHrdeni 
technology. V sriatinns in yietdeonwa Biluly 
from variations in climatic co tx lirioit a aucli 
as rainfall. Inigaled land would ham Irsinr 
vsnatum in yield. However, sdii ptfo iit of 
modem technology may or may ml —*rft 
variations. For exanple, while MghyMdh^ 
varieties are generrily mate ausoapHHe lb 
yield variations than local varMet, V 
resisiam and pest te^stant v«Mea 
have leu variatima in yWd Thendhii, If 





^ larfe, ud irrigated land 

prapoilka ia mi modem technology 

it being adaixed then the availability of 
thbour for JIM would be low. 

Crop price! are influenced by the 
dewkipoient of markets, pnxrs.sjiig fad Jitics 
available and relative demand supply 
positisMts. Cash crops f^ncraily fetch more 
price per unit than for food crops. The 
variations in price can be due to variation.s 
in supply-demand situations actual or 
artificial. A large primary wholesale nuuket 
nearby the village would help farmers to get 
higher prices for major commodities 
produced in the region. Having processing 
facilities neaiby would help in gelling better 
prices with lesser variations. The levels and 
variations of some crop prices are also 
affected by government pd icies with respect 
to imports, exports and price support 
programmes. Therefore, in places where 
markets and processing facilities are well 
developed for agricultural commodities the 
participation in (he JFM would be low. 

The levels and variations in profits from 
JFM activities would also depend on levels 
and variations in yield and prices of the 
forest products. The total yield of forest 
depends on the soil, lopograt^y and cl i mat k 
conditions prevailing as tlx^ influence the 
growth of vegetation and the diversity of 
vegetation. Fbrexample. higher rainfall areas 
would have better growth of vegetation and 
more diverse species. Therefore, climatic 
ciMiditions influence levels and variations in 
yield. 

Uncertain participation of households 
could be a major source of variation in yield. 
The labour contribution in JFM may be of 
two types - one is for protection and plan¬ 
ting, and the other for harvesting. The yield 
per labour unit would depend not only on 
the labour contributed by the household but 
also labour contributed by other households 
and the share of the returns given to the 
community by the forest depanment. The 
labour contritmled by others would depend 
on the risk and returns from alternative 
enterprises and JFM activities, as described 
so far. and the extern of collective action in 
the village. In some villages leadership may 
be strong enough to enforce any deciston 
taken by (he villagers as a whole, whereas 
in other villages such enforcement may be 
weak resulting in households to speculate 
on the extent of participation coming from 
iheother households for any collecii veeffom. 
Th ere fo re , villages having good leadership 
and history of successful collective action 
dTofts would have lower risk in the profit 
to the households from JFM. 

The share of forest produce given to 
viltagcn aiso vary across states. While non- 
-- -—wUirt, an- mnenllv CXlraC- 


houschokb, the timber product share to be 
given to tlw villagere Is decided by the forest 
depaitment. Frequent changes in the forest 
deputmem policy with respect to sharing 
forest produce with households can also 
cause perception of variations in profits for 
households, especially where there are no 
formal contracts between the forest 
department and the community. 

The price levels of forest pro^ce depend 
on the extent of development of m^el 
incliKlingprocessing facilities in that locality. 

It can also be affected by relative demand 
and .supply outside the locality. Variations 
in price would come mainly from change in 
the demand supply positions. Therefore, 
presence of wholesale markets and processing 
facilities for forest produce will increase 
portkipaiion in the JFM activities. 

Therefore, the levels and the variations in 
profit from joint forest activities isdependent 
on the quality ot forest land, the presence 
of processing facility or efficient market in 
the region, good leadership and collective 
action prevailing in the village, the extent 
of panicipaiion from households and the 
policy of the department in terms of sharing 
the produce with the village community. 

TV time of receiving returns and the 
discount rate (r) influence the present value, 
'nicreforc, for JFM to be attractive, the returns 
should be coming in shorter duration. As far 
as the discount rate is concerned it depends 
on the inflatioiuiry trends and the wealth 
position of the villagers. Ifthe income levels 
are low then the discount rate is generally 
high because of the high time preference for 
money. In fact there are cases where in 
villages households are paying as much as 
400 per cent interest rates. In such villages 
the partkipalion in JFM will be difficult to 
come by unless the returns are immediate. 

Longer the time it lakes for the benefits 
to flow in, the uncertainly attached, especially 
with respect to participation of households 
and changes in policy, would be tnore«nd 
therefore (nrticipaiion will be less. The 
participuion would reduce further in places 
where the locality is inhabited by tabmicrs 
who sustain on their daily earnings, as the 
discount rate for them is very high. In such 
cases generating benefits in a short period 
of time could be crucial for success of JFM. 

Total labour availability alto influences 
the participation. Higher the labour 
availability, higher will be the participation. 
Also, the extent of risk averscnesi of 
households influence panicipaiion. If (he 
risk from agriculture is hitter than in forestry 
then htgher the risk averseness of the 
household, higher will be the porticipalion 
in the JMF acii Wties. Since the extint of risk 
aversion it considered assodaled with wealth 
position, villages wMi mostly low income 


high. On the other band, if the risk ia 
activity is high, due to say oacei 
participation from other households, 
the partidpatioa in the JFM activity wi 
low. 

Therefore, the additional oomponenb 
are infltieiiciftg the levels and variatiu 
profits from JFM compared to agricul 
are paitkipation of other households 
changes in forest department policy. TIi 
are organisational factors and are nu 
(ktenninants of levels and variations 
profitability of JFM to the househol 
Therefore, in places wherecollecti VC actii 
arc successful the participation of househc 
is expected to meet the level desired for Jl 
and therefore uncertainty of profits fr 
JFM would be low. Participation of 
households in such places is also expec 
to be more. Similarly, if the forest dept 
mcnl is able to create trust among the hou 
holds (hat (hey can enjoy large bmfits fr 
the forests then participation would be me 
Some forest products such as firewr 
and fodder may not be traded. Ho we ver, tl 
have opportunity value, i e. in case they 
not available from the forest, the cost incur 
by households in procuring them or tli 
substitutes or the returns foregone by usi 
only what is available. For example, if 
output of the JFM is firewood, intbeabsci 
of JFM the households have to buy it or 
substitutes or collect it from distant fore 
by spending more labour. If JFMcanprov 
firewood nearer to the village with tc 
labour spent on JFM and extraction is f 
than the amount spent in getting firewc 
from a distant forest then the housebi 
would participate in the JFM. If the prodi 
is foddtf, as long as the gain from increai 

Txau I. DensMiNAKn or Psoru’s 
pAmcnAHON IN JFM 


Deremiinanu Requiienwats i 

High PwticipMi 

Qualily of acriculmial land Poor 

Perccalate of imgaled land Low 

Sue of agikultuial landholding Small 
Level of tecboolog)' adoption Low 

QiwIUy of foreu land High 

Pei caplM size of foreti load Laigc 

Rainfall Brmic 

Leadership in ibe village Good 

Ollier collective efforts Sncccsii 

Perception of foie« depanment 
policy Cettain 

Share in the forest produce High 

Marketing inftastnictnte for 
igriciiiliital products Poor 

Markaing htfrutructiMe for 
forestry products Develop 

PhmHy sine Urge 

Availability of c ro ptoymont 
opportNOiiies Poor 

Hspe e tnd time of (low of iMunt 
AomIPM Quick 

iMcsesi twe pr e v s lt li i g In the 



lilk yield or dtaught power per labour unit 
xni in colloctlao fodder U more than in 
Iher enterpriaei, the household would 
artkipaie in the JFM. 

Based on the above results the hypotheses 
eveloped with respect to the extent of 
irtknpHion fotthcoming for JFM in temis 
r easily observaUe variables at the village 
vel are presrated in Table I. 

The resource endowmem would be a major 
ictor influencing the participation in the 
ant forest managentetd. The quality and 
jantity of agricultural land, forest land and 
linfall influence the households in JFM. If 
le quality of land is good and if there is 
isuted source of irrigation and if the land 
lan ratio is high and well distributed then 
le interest of houscholu in JFM is not going 
I be high except for aesthetic and ecological 
Micems. But if the land man ratio is low, 
e ratio of forest area to the population of 
e village is high, the quality of forest land 
good and collective action in the village 
forthcoming then the participation in the 
’M is likely to be high. Even if (he land 
an ratio is high but the land quality is not 
Md and if the forest area is large and of 
)od quality then also participation in JFM 
ill be high. However, if the agricultural 
nd quality is very poor then participation 
the JFM will be there only if the returns 
e immediate. Participation in JFM is 
ipected to be high if the land is rainfed. 
esence of strong leadership and collecii ve 
lionin the village.bclier maiding facilities 
r forest products than for the agricultural 
immodities, high share of forest produce 
r households, large family size, poor 
ailabilily of employ meni in the vil lage and 
w interest r«es. 

Using the above theoretical framework, 
.'coacluiionsdrawn from previous studies 
1 the prerequisite for successful JFM acti vity 
c examined to relate them to various 
irameten identlfled in the labour supply 
odcl and arc indicated in Tabic 2. lliis 
)le indicates that die previous studies have 
ainly emphasisedofl the variatiems in return 
rm fnest arising out of organisational 
ctort, 

EkwmiTAL Analysis 

Empirical testing of rdaiianships indicated 
equation 8 would require quantificaiiim 
variables in that equation for a number 
Sties. While such quantification is still 
'stiUe. in this study it has not been done, 
■empi is made in this study to assess 
laliimivciy the hypotheses developed from 
uaiion 8 and presented in Table I. Fur this 
Jtpuse two caM studies have been 
mhicted. 

^ iwo cases selected for this study are 
^jarai state. Qqjaral is one of the eailiesi 
Its to adopt IFM. While infbnnally jomi 
^naeemem nf rs —m lua Immi anin> on in 


sevenl places, the govemmem of Gujarat 
bad pasted a special resolution in 1991, to 
enable such activities to be formalised. At 
present in Oujant, nearly 200 villages in 
Sabarkantha. Surat, Baroda and 
Panchamahals districts are involved in (he 
JFM activities. 

The forest protection commiuees (FPCs) 
selected are; FPC, Kantar in Panchamahal 
district and FPC, Budhrasan in Sabarkanta 
districL Kantar ia in the hill ranges of eastern 
Gujarat and Budhrasan is in the drier north 
region of Gujarat. Both these are considered 
reasonably successful FPCs. Success here is 
assessed in terms of the extent to which the 
objectives set at the beginning of FPCs is 
fulfilled. In both the cases the underlying 
objective wastoprotect the designated forest 
area so as to facilitate rejuven^on and growth 
of forest planu. While they may not .stand 
a ngorous test of maiugemetu of forest, they 
have been successful in protecting the 
designated forest area. 


For thwc case itucBct data were ob taine d 
on resouiee endowments - agrkultuie and 
forest land, rrinfall. cropping pattern, yield, 
prices of products, details on other 
occuptfions, population, labour availability, 
employment situation, working of other 
institutions in the villages, beneflu from 
forests before and after JFM. etc. These daa 
were collected from forest department, 
vi I lagers and other institutions in the villages 
such as co-operative societies, village 
panchayat, etc. Discussions were held with 
the forest department and villagers to 
understand the natuieorbeneflis the villagers 
are accruing and the type of costs incurred 
by them for JFM. Fifty households were 
sciccied randomly in each of the villages to 
obtain household level data on the variables 
identified in the model. 

The above data are analysed to assess the 
magnitudes of variables in equation (8) and 
relate them to the hypotheses ptcsenied in 
Table 1. The socio-econonic condition. 


Table 2. RsjtTiaMHir kEnnxH Model Pabameteks anu Concxusions of Eabues Snmm 
AS GwnuauTiNC to Sikyess of JFM 


Author 

Conclusions of the Siudy 

Related Mode) 
Parameten 

Puhan 

Exisience of sirong but benevolent leodenhip 

®6>' 

Poihan. SPWD 

People belong lo one communiiy 


Paihan 

Harmony among Ihe coininumiies 


Pal ban 

Less varimions in income level across families 

*6. 

Pathan 

No political or social rivalry 


Pathan. SPWD 

Constant coniocu by the field siafT wnh the conmnnee 


Paihan. SPWD 

Sufficienl incenlivcs 


Paihan. SPWD 

Conflict resolution mechanism of local village 

®l« 

Pathan. SPWD 

Oevelopmenl of forest based cottage industries 

*,.o, 

SPWD 

Small communiiies where collaboraticm is easier 


SPWD 

Topography of ihe village 


.SPWD 

Productiviiy of ihe common land 

*fT 

SPWD 

Remoteness from roads and markcls 

®(n 

SPWD 

Strength of die old sysicm of aulhonly 

“fc. 

SPWD 

Esient of dependency on ibe foiesl 

*• 

SPWD 

Proper moniioiing and evalnauon 


SPWD 

Presence of good root slock 

"rr 


Tame Evai katvw of Deiesminakts of Peofu’s PAB-ncirATKiM in JFM in Kantaji and 

Budiibasan 


Deiermmants 

Kaniar 

Budhnsaa 

Quality of agricultural land 

Poor 

Poor 

Percentage of irrigated land 

Low 

Medium 

Size of agncutural landliohling 

Medium 

SmaU 

Level of technology adoption 

Low 

Medium 

Quality of forest land 

Good 

Good 

Per capita size of fotesi land 

Large 

Urge 

Rainfall 

Enaiic 

Emtic 

Leadership in Ihe village 

Good 

Good 

lllher calledive efforu 

AInghi 

Alright 

l^tccplian of forest depiuimeni policy 

Cenaia 

Some imccittiMy aanii 

Share in ibe forest produce 

Low 

High 

Moiieimg infrastructuit for agricttltttfal products 

Medium 

Medhtm 

Marketing infrastructure for foresiiy producu 

Medium 

Medium 

Family size 

Large 

Laigc 

Avuilability of employmeal 

Poor 

Poor 

Bxpecicd time of flow of returns 

Sbon aiMi long term 

1 

1 

1 

1 

InMRSt ISR 

Medimn 

MtdhMM 



qual tty and quantity of i^gricuUunil and forest 
lands, pt^xilation, agrrMrli malic conditions, 
cropping practices, levels and variations of 
profitability of crops as well as returns from 
forests, employmcni situation, alternative 
occupations, agreement with the forest 
department, leadership and marketing 
infrastructure prevailing in the village ate 
examined based on the above data 
The details of the case studies have been 
reported in detail in Naik (199S). A summaiy 
of the findings from these studies on the 
hypotheses indicated in Table I is presented 
in Table 3. Both Kantar and Budhrasan has 
low land man ratios. Though in Kantar the 
ratio is higher, the quality of the land is poev. 
In Budhrasan the quality of the land is better 
(more irrigated land) but the size of holding 
is small. These villages have large forest area 
and per household forest areais considerably 
large. The forests in both the villages are of 
good quality as they are able to produce high 
quality timber, firewood, NTFP and fodder. 
Tile risk, attached to returns from agriculture 
is high especially in Kantar as the entire land 
is rainfed and rainfall is erratic. Large crop 
yield variations ate observed in these viliqges. 
These variations were larger than the price 
variations. Small primary markets are 
available nearby these villages, in Kaniarthe 


crops grown were mostly consumed dome- 
stkadly and were thus less dependent on 
markets, whereas in Budhrasan more crops 
had marketable surplus. These facts indicate 
that agriculture is able to meet only a part 
of the survival needs and therefore looks for 
other meaas of earning their livelihood such 
as animal husbandry, outside employment 
and forestry related works. 

While Kantar produces substantial amount 
of milk, the growth is stagnant over time due 
toshortageoffodder. In Budhrasan the mariiet 
for milk i.s a problem as the milk producer 
society was do.scd for long time. Therefore 
animal husbandry has not picked up in these 
villages. As far as the employment 
opportunity is concerned within the village 
no regular employment is available. To seek 
employment people have to go out of their 
village. There is surplus labour available 
with alnaosi all the households. Additionally 
the forest produce such as Btewood and 
small timber are essential and NTFPs are less 
risky and yield reasonable returns for labour. 
Therefore, forest protection is attractive to 
the people of these villages. 

Though both villages aie inhabited by 
socially and economically backward caste^ 
communities, literacy levels are high. In 
Budhrasan much progress has been made in 


terms of education. There are no ir. 
conflict groups in the village. In Budi&i 
though there were some diffetencM betn 
people in the main pan and a lubsir 
groupas they were geographically sepan 
they could also separate their activi 
without jeopardising the activities of 
society. While there are no dnminam leai 
in these villages, per^le arc cr>-operative 
are willing to develop institutions. 

In Kantar the efforts of the forest dep 
ment in JFM activities have been consid 
ble. Right from the inception the fo 
depanmeiM has put lot of efforts in organii 
and maintaining forest protection activii 
The forest department was able to get out! 
funding and this money has been spent 
forest development as well as other vill 
development activities. Villagers n 
perceive forest department as not ; 
concerned with the forest development 
also interested in village developm 
activities as evident from the new requ 
made by the people to the forest departm 
Therefore, as hmg as forest departmen 
able to get more funding, Che foi 
department can keep this image and can h 
to get co-operation from the village. In 
absence of such funding, forest dqwtir 
will have to find ways of keeping the ime 
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]f the vill«|en. Wlule then hu been increase 
n the aviilaMlity of Che NTFP, it is not 
mough to keep villagers interested. For 2S 
ler cent ratiini from the timber they will have 
o wail fw another 10 yean at least. The 
lepartment has not spent much time in fi nding 
mysi^eepingvillagen interested nobably 
he department has to emphasise much on 
potnitS ihote NlTPs such as runru to make 
I attractive to the villagers. Therefore 
lustenance of forest protection in Kantar 
would depend much on the extent to which 
itore income is generated from the forest, 
.'hile teak coppice have come up very well 
n the protect^ atea, unless the forest 
lepartment periodically assure that the 
rillagen gel 23 per cent of the share, the 
irotection activities may suffer. Forest 
lepaitment can alto think of forward selling 
bis teak trees and invest these money in 
tillage development activities. 

in Budhrasan the role of forest department 
' much less. The villagers themselves had 
ealised the importance of having their own 
oiest and start^ forest proleaion acti vities. 
.Itey even have gone to the extent of collect- 
ng money for protection of their forest. This 
tad helped them in organising the protection 
ctivities better. Also as many were seeking 
mployment outsideconiribuling labour was 
ifficult for some households. Villagers now 
ml that the forest is their own and should 
ei higher shaie of the timber. They feel that 
I least 80 per cent share of timber should 
o to them. It is important that forest depart- 
lem assures this share to the villagen. 
o far they have realised benefits such as 
irewood. small limber and NTFP. But Ihetr 
win interest seems to be in getling the 
I mber shave. As long as their share is assured 
ie sustenance of protection is more or less 
uarameed. 

These case studies provide suppoiu to the 
lypolheaes developed eariier in this study. 
heiefoie the variables indkaied in Table 
cm be used for assessing the extent of 
lanicipaboo expected in a given village. 

Conclusion 

Better management of common property 
^sources such as forests is considntd vital 
>Ypoveityalleviatlon.suttainabledevdop- 
wa.ptetervliigbfaidiverillyatidecologica] 
<ri)llliy. Prevemli^curreni raieofdegmda- 
Pn. protecting and tegmerating degraded 
^v’ests requte active patticipaliaii of the 
connimiity in these efforts. Reslising 
BMcatdepartineiiu In virioua states have 
effotia to fomu jointly with 

local commanhy in laleGied places. While 
•K resulia have been nnootinging in many 
laces, the wceeaa of inch experimenu has 
ot been obviooa. A hey factor in success 
a ihe extent ot participation by the 

«miimwity.Thart>eorBbcaltrsiTiewortuscd 


participation in JPM activities is dependeni 
on the expected levels and variations in the 
marginal profit to labour from JFM and 
alternative entetprises, covariance in their 
profit, expected share of households in the 
profit from JFM. risk averseness of the 
households, interest rate prevailing in the 
village and total labour available with the 
households. The two case studies provide 
empirical support to the conclusions drawn 
from the theoretical framework. 

Since JFM is seen as m important approach 
to manage forests in many states in India, 
the findings of this study will be useful to 
them in examining the suitability of a given 
area for JFM. The llndings can also help to 
identify (he factors critical in making the 
JFM successful and if these arc controllable, 
such as market development and share of 
local people in forest produce, necessary 
steps may be taken to suitably change the 
factors in order to enhance the chances of 
success of JFM. 

Notes 

(Author acknowledges Murii Pratibandln for 
valuable comments on an earlier dnil.l 

1 It is estinwed that the cimcttt production of 
14 m cml of limber and 19 m cim of fuelwood 
latisries only 30 and 10 per cent of the actual 
fCOuiicmenulFathaal.ByZOOOADtbcdcinaiid 
for timber and hietwood ate estinmed to be 
arouad SO m emt and 225 m cmt. lespectively 
(Pathm 1991] 

2 Out of the 240 nrillion people who live below 
the poverty liae, 56 nullkm are believed to be 
tribals, mostly living in mountains, uplands 
and other such ecologically fragile areas 
[SPWD1992]. Kant and Mehtat l99.t)advocale 
to use the memioned approoch as the pninaiy 
means for the developmcm of tribol areas. 

3 Hitherto maximising the revenue generation 
fromlheroRils was the prime aimoflheraRsi 
d epart m en ts. 

4 There are other social benefits sKfa 01 decreased 
cost ofafTorestalion (it b estimated that natural 
regeneiMion requires only 5 per cent of the 
cost as compared to that of longer gestanon 
plantations) and less conflict between forest 
department and rural commuDities. Larger 
number of plint species regenerate under 
natural condilian at compared to monoculiure 
phntalioni In West Bengal it is observed that 
122 plant species regenemtod naturally in sal 
foretu compand to seven in only eaodyptin 
and Aivcui mnnUfmmL'i planutioas (SPWD 
1992) 

5 U can be observed that the cost and benefitt 
of psttkipaiion ore recognised in the previous 
ttodiei in ideiuifying the detctminaait of 
success of JFM. duugh the opponunity cost 
of labour » not cxplkilly considered. 

6 Thii implies ihre for any positive maiiinal 
letutnslMdiheRfoiepaskiveutililylfor labour 
from the best oltenuiite. allocaiion wilt be 
done tin the boweboM extrensti the amount 
of labour that it hni decided m supply. Thb 
H ireher a nstneuve msureptian as we know 

•w'' "be. ylabouralfocaiianfor 


leiuni lower than a threshold level bdow 
which die utility for leisare is tugher than the 
utility far the reount even for the labour under 
notmd boors and woriting days Also, when 
retuns SR Ugh idditiaMl labour supply mny 
come foom leiiure. However, wnh the above 
assumption we are ruling out both these 
possibilitiet. 

7 thoflt especially in agricultaR could vary with 
the level of labour allocaliaB. 

S Second order coodilioos for maximisalioa SR 
satisfied. 

9 If o,’ = 0. then Oj ■ 0. 
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General Elections, 1996 

BJP Politics: Looking beyond the Impasse 

Pramod K Kantha 

The era of the aggregative party ’ that successfully combines the interests of various groups in society appea 
to be over for Indian democracy. Instead, political parties in India, as manifested by the past three general electio: 
are going to be increasingly 'representative ’ in character, increasingly focused upon narrower interests alo 
various lines of social and economic cleavages that divide Ituiian society. The shape of national politics in tl 
context will he determined by fluid coalitional politics between these various actors. 

In such a situation, it is to the BJP's advantage to maintain its identity as predominantly 'hindutva' party w. 
its stronghold among the upper caste and middle class groups. However, the need to enter into power sharii 
arrangement wilt continue to have a moderating impact on its policies and make it more responsive to the aspiratio 
for social and economic betterment of the backward and dalit groups. 


FOR the Bharatiya Janata Party (BJP). the 
11th Lok Sabha pollt symboiiicd both 
triumph and tragedy. Its emergence as the 
leading party capturing 161 of S43 scats 
represented its greatest electoral prowess. 
The total seats in parliamem between the 
BJP and its allies Shiv Sena Samaia Party, 
Haryana Vikas Party (HVP) and Akali Dal 
reached 194 out of 534 in the Indian 
parliament. Moreover, theparty also realised 
its dream of fonning its government in New 
Delhi. However, the party's ouster from 
power after holding the shortest ever slim 
in the central government in Indian history, 
raised serious questions about both the BJP's 
atrility to work with other patties and iu 
policies. Limited largely to the Hindi belt 
in tenns of its electoral appeal and checknuitcd 
by a conglomeration of almost all parties 
united only by their opposition to Ihc BJP, 
the impasse faced by the party appears 
intractable indeed. 

The electoral gains of the party have raised 
concerns about the future of secularism in 
Indian politics. Such fears are noi unfounded. 
The demolition of Babri masjid occurred 
sorm after the remarkable electoral success 
oflheBJPin 1991 electiaiu.]nthiseieciion. 
the BJP doubled its vote share to almost a 
quarter of the total vote cast, extended its 
appeal to southern India, and even formed 
governments in four northern Indian states. 
The BJP was the only party except the 
Congress that ever controlled government 
in India’s four Indian slates at the same time. 
The BJFs victory was inierpretedaspointing 
to Hindu pervasiveness in India.' The BJP's 
cotnimied campaign in 1996 in support of 
rlivisivc issues such as a unilicd civil code, 
comiinittonal amendment ending Ihc special 
lUliuof JCaihmir, and vinilentanii-Miulim 
reputation of its ally in Mahamhln, the 
Shiv Sena, have done little to ease concerns 
about BJP potties. 
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misgivings about ihe BJP politics? What 
docs the performance of the party in the I i ih 
Lok Sabha elections tell us about BJP’s 
strength and weaknesses? How is the 
continued ascendance of the BJP in national 
politics likely to impact upon the future of 
Indian democracy ^ Indian society? 

This paper examines the success and 
challenges faced hy the BJP mainly with 
reference to its campaign and performance 
in the I ilh Lok Sabha elections. The rirsl 
part of this chapter delineates some of the 
broader elements causing major 
ttansfonnation in the electoral politics of 
India. In the second part. I examine the 
naiureof BJP's campaign and its performance 
in the I Ith Lok Sabha elections. The third 
section looks at the challenges that beset Ihc 
BJP’s pursuit of power. The final part of this 
pnqier takes a prospective look at the BJP 
politics. The main focus of the paper is on 
Ihe I Ith Lok Sabha elections. However, an 
attempt has been made to link the main 
elements of analysis with a retrospective 
look at aspects of policies and performance 
of the BJP. 

This paper has two main themes. Firitsthai 
the portrayal of the BJP as seriously 
threatening the secular tradition of Indian 
democracy and a growing tide of Hindu 
revivalism isexaggeratedThiiexaggeraiion 
resulu from an attempt to portray the BJP 
as being synonymous with communalism. 
Such an allegal ion ignores an almost uni venal 
resort to communal card for political gains 
by most acton in Indian politics. Another 
key element of exaggeratiott lies in the 
tendency to underplay Ihe instiumental use 
ofhindutvaby leaders and followen for their 
short-term gains, and overeslimate Ihe 
flrength of Hindu revivalism u the main 
cxpfauution for the BJP strength. 

The second theme it that undcriying an 
excessive eimcem in poHtkal aid aeademic 
arena with die ihreai fhom die BJP is the 


important element of such change it the 
of the Congress Patty's hegemonic grip i 
lndia'.s national politics and Ihe monoi 
over (his party of Nehru.Gandhi fan 
Congress's hegemony stymied the gra 
of both of inter-party and intra-p: 
competition in Indian democracy. Theiln 
of Congress has apparently liberated 
spirit of Indian deniocracy and opened 
way forgreater maturity of thesystem. I.. 
before had ihe electoral contests in thecou 
been more competitive. Politics and dec 
campaigns, on the other hand, arc hecon 
more focused on pqHilar and immed 
concerns. During (he 1996 campaigns, 
example, local issues and appeals al 
narrowly defined ethnic and caste lines v 
found more effective than brood natii 
slogans like hindutva or Garibi Haloo. 
a result, the future of Indian pditlci is it 
likely to be shaped by hard headed corn 
and bargaining over diocation of tesoui 
than by polarisation along abstract slo 
of 'hindutva'. While the use ofhinduiv. 
advance ceruin interests will continue, 
appeal is more likely to be overshodm 
by the di fferences over more mundane its 
pertaining to the allocation and ttsiribui 
of resources and power. 

Chanqing Context of Indian Poutk 

Unprecedented competitiveness of 
/w/if/lca/armci: The rise of Ihe BJPin Ind 
politics has coincided with some ftmdatnei 
changes in the dynamics of dectord potii 
in India, Even since the l989eleetitMis. r- 
competition at Ihe natioml level has m 
uncertainty of electoral outcomes 
hdlmirk of Indian polittcs. 'nme par 
menuiy elecriem (I9B9. 1991 and 19 

have ftsohed in hung ptrl ia ments. Pol k>w 
Ihe I IthLofcSaHuipo^fhebidlnpmskl 
wn faced with an imiqua akol^ * 
mom than one ctahaaM to power hi N 
Mill; The aoenario wai dUlbiem ftnm 



I a nu^ority or 2S2 giving them toUd claim 
I fonn the govenunent In the wake of the 
J9 1 electioiu. the Congieu<l) and its allies 
id 241 lealf leaving it nanowiy short of 
nuyority. This led to the formation by 
ongress of the Tirst ever minority 
ivenunent at the centre. 

Stiff inter-party compttition shows the 
Ttwing robiutneM of democratic process 
I India. According to Robertson “to talk, 
day, about democracy, is to talk about a 
rstem of competing political panics” 
976; I). He identifies two key elements of 
competitive party. A competitive pany (a) 
not in permanent opposition or permanent 
Tice and (b) it accepts the legitimacy of 
i major opponent and of the constitutional 
rstem (1976:3). Similarly, Przeworski 
(aids preventing increasing returns to 
iwer as “a central distinctive task of 
smocratic institutions” (1995:41). He 
;rinesdefnocr8cyas“asystemofpincessing 
inflicts in which outcomes depend on what 
•rtkipants do but no single force coniiols 
hat occurs” (Przewurski 1991;12|. 
aeworski characterises democracy as a 
'ystem of ruled open-endedness, or 
ganised uncertainty” (1991:13). 

The era of Congiess domination is over 
r good. As Could and Ganguly point out. 
e last three general elections in India has 
J to‘Ihe emergence of a genuine multipail y 
stem in which Congiess was merely one 
nong several major party formations” 
993:6). The iiend toward the diffusion of 
> wer appeared even stronger in the outcome 
the 1996 elections. The BJP and 
angressd) were only two ponies that won 
«r 100 seau each and Janata Dal and CPI 
xained more than 30. As a re.suli. smalt 
itics have gained critical salience in the 
mationof government. V P Singh rightly 
limed out that India is entering into a 
lural political structure and the unity of 
: coumry will rest on the strength of 
lalitions”.’ Such changes are transforming 
e very context of Indian politics. As Putnam 
limed out in the context of Italy, how 
smutions function in practice is detcimined 
' the social comext within which they 
<entte. Changea in the context bring changes 
how institutions work and how an 
dividual definet and pursues his or her 
•crests (1993:8). 

rowing voitn pmpnaiim and assertive- 
of iht margmalued gnuyu: Hiuoty 
enu to be fast In the making in Indian 
’hhca. Important changea in the functioning 
insdtutiona aa well as individuals are 
xomlng ever mon evident. Of the several 
amenta that are pert ofthlichnngingcooteat 
Indian p^fttea, people's coocem with 
eir immedialc needi a«d local issues and 
e thsence of dtarlanatte national leaders 
<> nationally appealing campaign themes 
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1996elections weiedominaled by local issues 
and local and rqional ieadea. Unlike the 
era of Congress hegemony, no individual or 
party commanded an appeai strong enough 
to neutralise the pull of local interests and 
loyalties. Candid^ Hi the Indian elections 
were thus judged increasingly by their 
sensitivity to local issues.' 

An example from Goraiya village in 
Gujarat will illuxtraie the nature of local 
concern and assertiveness of Indian voters. 
The village lies in the arid and backward 
region of Sayla taluka in (he sute. At the 
time of the scheduled visit of the Congressd) 
candidate for the Lxik Sabha. the village had 
been without steady drinking water for 
roughly two weeks. The women from the 
village had to walk a distance of a kilometre 
nr more to fetch water from some private 
tube wells. Coinciding with the arrival of the 
parliamenlary candidate, a dtummer went 
round the village. This brought women out 
of their bouses with empty pitchen. Angry 
women protested: they come only when they 
have to plead for votes. Once the elections 
are over, they leave us to our fate. You give 
us water, we will give you votes", pleaded 
the women with folded hands.* 

The assertiveness of the backwaid and 
dalii papulatim is another dimension that, 
according to the former prime minister 

V P Singh.iichangingthc'ihe very grammar 
of Indian politirs".’ With the gradual 
awakening among the lower sections of 
society, distributional questions focusing on 
social justice issues have taken a central 
place on party platforms. One example of 
that IS now almost universal agreement on 
the implementation of the Mandal 
Commission report. This represents a big 
shift from the violent popular protests and 
opposition that followed the decision by the 

V P Singh govemmern in 1990to implement 
Ihcrecommcndationsof the report. Moreover, 
the new expectations of these formerly 
subordinate groups arc not limited to 
receiving beneflls in return for power. The 
central concern, according to V P Singh, is 
no longer jobs, quotas and scats. It is now 
to gain the opportunity to "operate in the 
universe of power itseir’.* V P Singh also 
predicted that by the turn of the ceniuiy at 
least 90 per cent of the chief ministers, and 
perhaps the prime minister alio will come 
from the deprived sections. This prediction 
made in 1995, in fact, proved quite prophetic 
in 1996 with the Janata Dal leader HDDcvc 
Gowda becoming the prime minister. 

The self assertion of the lower Hindu 
castes and minorities is said to be "the wave 
d*India's future”.’ No Indian state provides 
■ better contemporafy Illustration of this 
phenomenon than the roost populous states 
of Uttar Predesh (UP) and Bihar. In both 
sues the bockwwl dasaes and harijans have 
•MWMiwt lii^r own Dotilical leadenhip. In 


UP. both dm Bdiujan Samaj Party (BSP) of 
Kanshi Ram and Mayawati, and Sami^sndi 
Party (SP) of Mulayam Singh Yadav have 
redefined the political equation. The same 
has occurred in Bihar as a result of the 
assertivenetsof backwaid castes and harijnt 
under the leadenhip of Janata Dal leader 
Laloo Prasad Yadav and also Samata Party. 

Setting aside thdrdifrerenccs. the SP and 
BSP in UP entered into dectoral and power 
sharing arrangements. As a result, the 
backward castes and the dalits came to play 
a dominant role in the political process in 
their own right. The upward socio-poKtical 
mobility of the OBCs.^its and the Muslims 
was the most signifleam outcome ttf the 
1993 assembly elections. The polarisation 
of the deprved sections of society in favour 
ofthenowdcfunctSP-BSPcombinerignalled 
the end of the traditional biahniin-thakiir 
leadership of the state.' For the first lime in 
the stale's history, a dalii woman Mayasvati 
became the chief mimsier of Lie slate. This 
was quite a change conaidcring the fact that 
after independence there was hanfly a state 
that did not have a brahmin chief mtnhier. 
Today, there is no brahmin chief mtaistcr 
on tiM horizon.' 

The BSP in both the 1989 and 1991 Lok 
Sabha elections won only one seat ip 
parliament from UP. In 1993 astemMy 
elections, however, it entered ir4o dliance 
with the Samajwadi Party ofMulayatn Singh 
Yadav and won 59 scats. The coelitian of 
yadavs. Muslims and dalits brought the SP- 
BSP coalition to power. In the recen t Lok 
Sabha polli the BSP palled almon 20 per 
cent of the votes in Uttar Pradesh and won 
six scats. It also won three seats from Pta^ab 
in alliance with the Akali Dai and two from 
Madhya Pradesh." 

This new conackxisiiess amn^ dahls of 
their separate interests is taking the luppoit 
away from other patties in favour of their 
own candidatet. These devdopmentt add M 
the assertion that "secular pditks defines 
Indian politics and all national Indian 
parties".” 

The dalits and backwards gtoi^ are 
heavily divklod too. Leaders from their own 
community as well as from withoatcaufnlB 
for their votes by articulating their iniriiaii 
These groups, in turn, bank on snek 
competition to negotiate with partiaa and 
leadm in the faroiKar fashian of an Indian 
bazaar. Forexan^, the kurmiadorblB KM 

elections were weighing their opOom hom 

various parties rangHif from the Bff to d||, 
BSP. The same was done by the MwlkWk 
During the last municipal decriona in UP, 
the Muslims ny pon e d the BSP iU ndaf 
the SP, espeeiktty in weMem UP. DiiringBto 
1996 Lok Sabha deetkma. howeuar. dto 

Muslims chose one of the two stratollat. A 
section of thiscoiiiin u nitydwwadaiendnny' 
to align with any bi* fbroe oveidy < 
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le B)P. Otben among than Mxight more 
cal ailemalives. An example at tuch 
ntation was the fbnnttion of the All- 
IB Muslim Fotum. The fonim seeks to 
nilate the interests of the Muslim 
ligentsia and socially-economically 
nessed groups. It has bera rightly argued 
soon the now evident movement among 
iaiits and badeward groups for assertion 
ditical powa will transform itself into 
lands for fairer distribution of land and 
n resources at the village level and for 
al reotgnition and respectability.'* 
lifting suppmt from one to another party 
illy characterised the voting behaviour 
ipper castes. For example, a Congress 
'.esperson claimed that in 1996 the upper 
es were looking to the Congress like they 
before 1991. In 1991 the upper castes 
P mostly voted overwhelmingly for the 
in protest against the SP because they 
ed that the intermediate castes would 
Jnalisc them in stales. But this lime 
^ caste voters in UP are not so sure as 
'ho to vote for. While the votes of the 
s and most backward groups are most 
|ht after, the support of the upper castes 
d play a determining role. Ihis group 
d potentially give any contending parties 
«en 23 and 30 per cent of the votes in 
r Pradesh if it voted en bloc." 
leJanataDalgovcnuncntin 1990 played 
nsirumental role in cementing the 
irisalion of backward castes by 
xhicing 27 per cent reservation of jobs 
leoclKr backward groups. The solidarity 
le backward groups mole it politically 
muive for alt the main political parties 
cept the implementatian of the Mandal 
imission recommendations. The iradi- 
il division baween the Muslims. OBC 
dalit votes has thus become a thing of 
past. In its place one finds growing 
npt to find common ground and a 
mey to resort to strategic voting to 
imise their leverage. Fdrexample.during 
993 electiani the daliu were barred at 
ral places from exercising their voting 
through intimidarion by the backward 
;s. In 1996, the political clout of 
awaii and Kaimhi Ram combined with 
tough enfoicemeat of election laws, 

' s to ihe then electioo commissiona 
Seahan. made such lactks diflicull to 
1 to. 

e 1991 elections|iiovedtobea milestone 
dian poHtics. With the emergence of the 
u the lecuod largest party, the political 
Ke shtftad ifghtwaida with around 80 
»)t of the taau Hkely to be won by 
*>rigM|)aftie8.'^Ttradttianally,elcctotai 
a in India occurred between the parties 
pying the oarem sod the left positions, 
tv in his shidy of the trends of racenl 
nthly elaetlon aptly observes that 


‘inore and more difficult and slippery’' in 
Indian politics.'’ 

There are trends thatindiettte that the newly 
mobilised groups view politics in terms of 
both their identity and existential concerns. 
For example, Yadav in Ms study concluded 
that for the milliotu of slum and unauthorised 
colony dwellers in Delhi, sections of dalits 
atxl Muslims in Uttar Pradesh, OBCs in 
Bihar and, to some extent, in Maharashtra 
and Sikkim, the assembly elections presented 
them with complex questions of not "just 
their material interests but their identity and 
dignity and, in some cases, their very 
existence”.'* 

The study of assembly elections between 
1993-95 showed a dontinani trend on the 
part of the voters to throw incumbaiUs out. 
The aggregate vote swing between 1993-93 
assembly elections and previous elections 
was around IS per cent. Yadav rightly sees 
this swing as "the structural attribute of 
compaitive politics in the Indian context" 
aihd a reflection of a “continuously open- 
ended negotiation by the citizens with the 
organised vehicles of politics".'’ 

BJP'i Campaion 1996: 

Success AND CHAU£NaEs 

Unlike the mandir and Mandal wave that 
energised the BJP's 1991 campaign, the 
party was hard pressed to find effective 
campaign issues for the 1996 elections. The 
party did continue to emphasise hindutva as 
wellasitsoppositiontowhatilcalls 'minority 
appeasmenl*. The campaign, however, 
exhibiled (he party’siealisationof the limited 
appeal of its hinctova plank beyond the core 
constituency of upper caste and vaishya 
groups. The party thus emphasised economic 
reform. smaUer and cleaner government at 
the centre. The BJP campaign also faced 
almost insurmountable difficulty of 
reconciling the conflicting aspirations of the 
core groups of BJPsuppotters with the party's 
imperative to soften its stance to widen its 
support base. 

In July 1993 at a moelingof party legislaton 
and national executive memhers in Mumbai 
decided lo broad base (he party’s appeal to 
all sectionsofHinchu, especially dalits. Major 
plank of the BJP in this context was to 
highlight its support for the imptementalion 
of Mandal Commission recommendations. 
Party's support for the BSP in UP and its 
alliance in Bihar with SamaU Party were 
also the moves that BJP hoped would 
underline its attitude toward the daliu. 

The ovenli focus of the BJFs campaign 
was to emphasise the moderate image of the 

party and softening of its hindutva plank. 
In the pail dections. hindutva had been the 
most panmoum in iu strategy. It w the 
controversy over the Babri Maijid-Rsm 
JamraMMomi issue that catapulted BJFs 
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The party uaed Ayodhya controversy 
cofistandy as the most effective 'botering 
ram' to polarise the Hindu voters" The 
performance of the party in the ninth and 
lOth Lok Safcha el^ons was attributed 
mainly to itt success in whipping up Hindu 
passions and fattent fears against Muslims 
and alleged policies of 'minority 
appeasement’.** 

BJP's most important symbol to underline 
its moderate image during the 1996campaign 
was iu leader A B Vajpayee. The BJP 
projected him both as the kaia of the party 
and as the future prime minister in the event 
of a BJP victory. The party also sought to 
use Vajpayee as the main attraction of itt 
campaign trail. His success however was not 
very remarkable. The overall response to 
political leaders was much less enthusiastic 
than whai was evoked by film penonalities 
like his own party's candidate Shainighan 
Sinha and SP's Raj Bafabar.** Befitting with 
his image, Vajpayee avoided any re fe rence 
to Ayodhya and any other conununal issues 
in his campaign speeches. Unlike Advani. 
Vajpayee seldom refened to the party’s 
slogan of Mndutva and avoided emphasiaiig 
cultural nationalism,asut)^ on which party 
manifesto contained several pages. He also 
tried to establish rapport wife Muslims by 
assuring them (hat they had nothing to fear 
by voting for the BIP.” Vi^payec alsoattuted 
that if voted lopowerthefiJPwouldcoolioue 
India's economic liberalisatioa. However; 
the liberalisation package would be 
accompanied by strict measure for 
transparency and accountability, checks and 
balances. Vajpayee leitetaled the BIFsstaad 
that foreign investment would beencounged 
more in the field of infrastnicture like power 
and roads.** 

Finding appealing issues lor fee campaign 
became much more difRcuk than the party 
had envisaged. The three m^ piaoks of 
the Bharatiya Janata Party! shuchita, 
Miraksha. and Swadeshi (deanlineu in pubhc 
life, security, and economic natkxHdiam) all 
grew weaker as the campaign moved doanr 
to the election. The party’s plan io run a 
crusade against corruption lost tome of its 
appeal when (he party leada L K Ailviai 
and other promineM manbert of the party 
were imptierted by (he CBl in the hawrtl 
scandal. On the other hand, ffwilmha Ran 
government’s decision not to aim dm 
Compre h ensive Test Ban Treaiy and taom- 
linue ihe Prithvi missile pngnuMae Soak dm 
heat out of its allegaiion (hai fee OoacMasd) 
governm en t was co mp ro mi sing aadoaal 

security. The BJP though fouad dm siBMdaa 
in Kashmir and fee mysterious arnb dnp 
in Pundia still lelevaai sacariiy cuacaiaB. 

Otha issues thsi the BJP ndsed widda dm 
ambit of its broader defiaitioa of aacariiy 
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the manes due to growing unemployment 
and inregularities in the disinvestmenL 
Another plank of the party was the 
‘swadesM’. This plank too was eroded by 
the revival of Enrim deal. The scrapping ttf 
the Enron deal was projected by to party 
as a the show-piece of its swadeshi plan. The 
patty leaders had committed that any future 
attempt to secure foreign investment in posver 
lector would be through an open global 
tender. Advani himself had unequivocally 
stated that there would be ito renegotiation 
with Enron. The revival decision without 
global tender on the basis of direct talks with 
the Enron company rather than global tender 
brought the diarges of hypocrisy against 
Shiv Sena-BJP coalition.^ Besides, serious 
difTetenccs temaioed within the party itself 
overthe 'swadeshi' issue with the BJP chief 
ministers actively campaigning abroad for 
foreign investment in their states. 

Opposition to the policy of appeasemem 
of minority continued to be the mainstay of 
BJP’s campaign. Familiar issues such as the 
government's help to Muslims for perform¬ 
ing haj, absence of a unifonn civil code, 
minorities' ability to run their own 
e du ca ti o n al institutions under Article 30 of 
the Constitution were highlighted. The 
Muslims were also targeted on issues such 
as the influx of Bangladeshi Muslims, the 
alleged ISI network in the country.*' Higher 
birth rue among the Muslim population in 
India was also used as a plank to raise Hindu 
passions. Pbr example, a BIP candidate in 
Bihar alleged that Ihe Muslims never adopt 
family planning measures and as a result 
their population had geme up to 33 per cent 
in the region of Bihar.** 

One of the chief themes that the BJP tried 
to highlight during the 1996 campaign was 
its drive for a uniform civil code.* The party 
even hoped its campaign for uniform dvit 
code would generate another Hindu wave. 

A senior party leader projected such a scenario 
by observing, “in 1980, stability was the 
issue. In 1984, the country's unity and 
im^ty. in 1989 it was corruption. And in 
1991, it was the Ram Mandir. This time it 
will be uniform civil code."” 

Stability was anoiber issue on which the 
BJP sought popular mandate. Accusing the 
Congress leader Narasimha Rao of 
destalrilujng not only his party but the entire 
natkmal sinictute. die BJP claimed to be the 
only 'split free' patty that could provide the 
features of political stability”.* 
Election manifestos of Congtessfl), the 
BJP. and the Janata Dal showed only matgi nal 
difTerences of emphasis on important issues 
in regard to economy, emplqynieni, and the 
social sectors. The BJP, for example, 
reaffirmed its commitment to the rural 
economy by proposing to allocate 60 per 
cent of annual plan funding to the tural and 
agricnliund sector. The BJP manifesto also 


claimed that whereverand whenever the BJP 
bad been in power, it had ensured peace and 
aecurity fordl sections of society irrespective 
of their religious identity.” 

BJP was also emboldened by Ihe Supreme 
Court decision in December I99S 
establishing that liindutva and Hinduism 
are a way of life and not confined to 
religion".'" The verdict exonerated 
Maharashu^ chief minister Manohar Joshi 
of any wrongdoing by campaigning on a 
promise to establish the first “Hindu Hate". 
Moreover, il vindicated the Sangh parivar's 
attempt toequate nationalism with Hinduism. 
Despite this judgment, the party refrained 
from highlighting the temple issue in its 
campaign. Instead, the VHP launched a 
vigorous campaign for the protectirm of cow 
to galvanise Hindu voters. The BJP also 
incl uded the protection of cow in its economic 
resolution passed at Mumbai meeting in 
November 1995.’* 

Challenges to the BJP’s campaign: 
Challenges faced by the BJPeampaign were 
too many. Despite its attempt to shed its 
image ofbeing brahmin-bania patty, the BJP 
continued to be viewed primarily as a party 
of the forward castes. The BJP remained the 
party of Ihe better educated, the Inden. the 
white collar wotken and (he professionals. 
The party also had greater app^ among the 
male and youth.** BJP's most vulnerable 
points remained the perception on the part 
of minority and backward and dalit groups, 
that the UP’s promise of equal treatmem 
and its support for the Mandal Commission 


report were insitioere and merely iactied. 
Moreover, any attempt by tiie party to anmd 
oondtiatoiy toward grouptartwtedsiipidaa 
and discomfort witUn ill own si i p po rt e ts . 
The 1996 campaign resembled a rope 
walk in (arms of iMs and grits (Ihbks l-3k 

Reaervation policy was the most dlfllciilt 
isiuetoberesolved.TbeBJPrBniaitseoiii- 
ndtied to the Mandal Commission lecommen- 
dation and continuation of the reaenmtions 
fortheOBCs.In 1993 at its national ooiiocil 
oonference, the BJP adopted a social chatter 
supporting 27 per cent reservatioR for the 

OKKWflnl CaSKS no KHPOUIBO VIMi (UpiOQ 
to counter the SP-BSP combine's support 
base in Uttar Pradesh. It also crdled for a 10 
per cent reservmion for the economically 
backward membcis of all castes. The patty 
promised to provide the sanw levd of 
security, sodri justice and equality to the 
mtnorily communities as for the majority.” 

The schism within the party over the 
Mandal issue runs deep indeed. The BJP- 
Shiv Sets voters ate ranged clearly against 
the Mandal. Brahmins me virulently agiinst 
Mutdal (63 percent), and the other forward 
castes also appose the Mandal with around 
50 per cent against and only 30 per cent in 
favour. On the other hand, tnqj(>rity of the 
SC, ST and backward castes support the 
Mandal findings.* In view of iti atrong 
support base in the upper caiie groups and 
its desire to broaden support among the 
backward and dalits, the party's stand on the 
Mandal issue creates disenchantment within 
its own ranks. 


Tasu I; Levbl or Educatmn and VonNo PArnatw 


Lxvel of Educarion 

COngressfl) 

BJP 

NF-LF 

BSP 

Stare Patties 

Othen 

Unlettered 

32 

17 

24 

6 

13 

7 

Middle 

29 

22 

21 

4 

16 

8 

High school 

27 

30 

18 

2 

13 

10 

Colkfc fiadiute 

23 

36 

16 

3 

10 

to 

Sole; All figures in perceoUge of votes cast in 1996 electiou. 



Source: Mia Today, May 31. 1996, p 26. 






Taiu 2: Am Cooor and Voimo Pattw 



Age Group 

Coegreu (1) 

BJP 

NF-LF 

BSP 

Stste Parties 

Others 

18-23 

27 

23 

20 

4 

14 

10 

26-35 

28 

23 

20 

4 

14 

9 

36-45 

29 

22 

23 

4 

13 

9 

46-55 

32 

21 

20 

S 

14 

1 

Above 53 

33 

22 

20 

4 

13 

1 

Sole: All figure# m pemnitte ef votes cast ia 

1996 dectioas. 



Soarce: India Today, Mey 31. 1996, p 25. 






Taiu 3; RsuowN and VonNO Pattbrn 



Religion 

Congress (1) 

BJP 

NF-LF 

BSP 

Stilo Pwtlti 

Others 

Hindu 

29 

27 

II 

4 

14 

8 

Mwliffl 

28 

3 

48 

2 

10 

9 

Christiaa 

46 

3 

12 

I 

23 

IS 

Sikh 

29 

10 

7 

8 

36 

10 


Sale: AU figures in pcrrmlrgr of votes can la 1996 ciect i oBs. 
Source: Mia Today, May 31,1996, p 26. 



The BJP CM hanUy tike it* rapport 
wag the upper cute for granted. More- 
:r, conflicting InleretU of inlra<cainp 
nhyit ibowingi tendency of miking the 
few of foraier political lepreicntatives 
tier. Populist appeals .becaine a widely 
lotted tectatique. For example, Mulayam 
igh Yadav sought to widra his appeal 
promising things like a job to every 
sient who had failed, providing proiec- 
in to weaker sections, women and 
jslims.'’ 

fhe BJP also confronted the new reality 
voter's high expectation of constituency 
'Vice. For example, BIP leader Murii 
inohar Joshi, who contested from 
lahabad, faced apposition from prominent 
ders and shopkeepen of the dty. They 
re once the backbone of the party, 
iwever, this time they condemned Joshi 
1 the BJP for ignoring the economic 
crests of traders and running the party like 
action. The BJP alto faced open revolt 
the local leadership of the party, 
nfighting and rebellion within the ranks 
iie BJP became a nutjor challenge for (he 
ty before u well at after the election, 
(ribution of tickets became a major point 
dissension within the BJP. In Bihar, the 
' s teat adjustraem with the Samata Party 
mated a lot of BJP supporters. The BJP 
ceded 22 of 40 seats in the north and 
Ural Bihar to Samata Party. The BJP 
(ken swarmed the party headquarters in 
state in busloads opposing the alliance 
demanding reconsickmioa of the seats 
Hted to the Samata Party. 'ITie extern of 
entment wu even higher among the upper 
te brahmin and bhumihar dominated 
istituencies like Begusarai and 
zaffwpur. Quite a few BJP leaders were 
orted to have tiled their nomination papers 
ling that the party would review the scat 
itmcnt to the Samata Party. BJP’s 
Illative wing in the state wu also in 
my. During the biennial election to the 
Illative council, at least nine of the 40 
.As had defied the patty whip and voted 
the rebel candidales. In other words nearly 
xr cem of its MLAs had revolted against 
party nominations.’* 

I Bihar the BJP also saw intense inira- 
y conflict and contest over the election 
tale unit president. Attempt by the central 
letship to ensure m unaitimous election 
ed by the refusal by the rebel candidate 
viihdraw their nominations. BJP is the 
md largest party in Bihar in terms of 
itnbly seats and also hu a dedicated 
mbership. The spread of the hinduivi 
tiogy in the state hu been far in excess 
te BiPt dectonl gains. Some political 
uneniaton suggew that the infighting 
tin the BJFs Bihar unit it a reflection 
ihe gniqiiaffl prcvailiiv at the highest 
4 of the party.” 


RepotU of inteHedUTerencea in Ihe rank;, 
of Ihe party CHM (ran UP alia In UP, the 
party’sdedsioa to support Mayawati uchief 
minister of Ihe stale had airouly left many 
members of the parly ditenchanied. 
Diflerencn alto jurfkwd in UP between the 
party leaden KalyM Singh and Kalraj 
Mishra. Open rebellion by influential leaders 
of the BJP became almost a routine 
phenomenon. The success of Sankersinh 
Vaghela in Gujarat in total defiance of the 
BJP high command wu the wont reflection 
on the BJP’s,image. 

BJP'spetfonrnmcein l996eleclions: Despite 
all od^, the BJP’s succcu in l996elections 
wu enviable. In the 1996 elections the BJP 
proved that its support base wu not entirely 
dependent on a wave in its favour. One most 
astounding upect of Ihe BIP* t performance 
wu its succeu in substantially increasing 
its representation in parlianiem compared to 
the 1^ election witlwut any increase in its 
vole share. Its national vote share remained 
stognam.In 1996 Ihe party polled 21.34 per 
cent of national votes conipaied to 20 per 
cent in t99I.Congfets(l)tloodaheadofthe 
BJP with its tally of 28 percent of national 
vole, in UP, the party won S2 of the 83 seats 
contested and thiu added one seat to its 1991 
tally. The party made an impressive gain in 
Biharby winning I Soul of32seaucontested. 
This wu a big improvement over its 
performance in 1991 when it vron only five 
out of SI serts contested. In Gujarat on Ihe 
other hand Ihe party won only 16 out of 26 
scau contested. In Ihe lOth Lok Sitiiha 
elections. Ihe party had won 20 of the 26 
seals contested in Gujarat. The party also 
showed its muscle in Haryana by winning 
four teatt out of only six contested. This wu 
impressive compared to none in the last 
election. Its gains in Madhya Pradesh were 
equally impressive with a win of 27 out of 
39 contest^ seats. In the last election it had 
emerged victorious in only I2oftlic40seals 
contested. The party continued to advance 
in Karnataka winning six seats against four 
seals it won in 1991. In both elections the 
patty contested 28 scats in Karnataka. In 
Rajasthan the party, u in Ihe last election 
contested 25 scats, and won 12 scats. 

Another noteworthy aspect of the BJP's 
performance was the surngthening of its 
vote share in various statu. For example, 
in Arunachal Pradesh the party polled an 
impressive 17 per cent ofthe votes over only 
6 per cem that it received in the previous 
elation. It also made impressive gains in 
Assam and Orissa where it polled 16 and 
13 pu cem over its 1991 tally of 9 and I 
per cent, respectively. (For a summary of 
resullsof the last three eleclioAs see Tibic 4). 

In the absence of any wave in favour of 
the BJP, two facion were mainly responsible 
for the BJFs impressive sen gains. Fini, 
waa the abinty (>f the party to forge pre- 


decdoa ailiMres with other partiu, i e, the 
Samata Phity in Bihar and Haryana Viku 
Parly in Haryana and Shiv Sena in 
Maharashtra. Secondly, the party also 
succeeded in consolidaiingitssuppoitMnoiig 
the upper castes while fracturing the votes 
uf the OBC The success of BJP-Samaia 
combine in Bihar wu the best example of 
this delicate strategy.’* The Samata Patty’s 
support it among the kurmis and keoria 
comprising about 3.6 and 4.1 per cent ofihe 
population in the state, respectively.*’ BJFs 
scat adjustment with Ihe Samna' Party 
galvanised anti-Laloo Yadav forces. In 
addition, the BJPaiso won many of Ihe upper 
casiu voters previously allied with the 
Congressd). The BJP hu emerged in BHm 
as I he only alternative force to the J anna Dal. 
In most of the villagu of north Bihar there 
is a heavy concentration of the scheduled 
castes population; they are mainly muthaliar, 
dusadh, pui, ebamar and dhobis. The 
backward classu comprise kurmis, yadavs, 
keons. beddur, carpeuer, barber aad teti. 
Among the BCs thm is a predomimnoe of 
either yadavs or kurmis, wheieu a rngotily 
of the schethiled castu are from the dianiar 
and mushar communitiu.** 

Another factor enabling BJFs siKceu 
was the concentration of BJFa votes. BJFs 
voin were concentrated both in terms of 
region, i e. in the Hindi beh and in ttims 
of caste. The average national share of the 
BJP of 21 per cent does not tell anydnag 
about its regional concentmioii. ’The BJP 
and itt altiu have an average vote shmeof 
36 per cent compared to 23 per cent for the 
Coogressdl in Ihe bell whm the BJP is 
strong.*' BJP alto performed carrprin n a l l y 
well among a small group of fotwaadcaates 
and highly educated Hindus. The BIP and 
lU aliiu secured about 52 pu ceM of Ihe 
votes among ihesc groups. Such conemm, 
tion of votes combined with the phnaHty 
system effectively transUted its vote concent- 
ration into seats. With almost the sane 
percentage of votes u the last electioR the 
party gained an addilioiial 40 seau (TaMe 5). 

Tough competition fu non-BJP voles wu 
anoihu factor that worked in favour of the 
party. For example. theCoagresscoimnanded 
28 pucent of Muslim voles. I8puceiitie» 
tiuin in 1991. Congress's loss betaine 
windfall for the NF-LF partiu which cane 
to have a greater share of the Muslim voau 
than Congress.** 

BJP's impressive eleciiKal gains 
notwithsianding. the party's influence in the 
south reiiMined negligible. The patty tints 
failed to extend its support beyo^ win is 
known u the Hindi heft. In lact in 1996 
elections the party even lost already 
insignificant level of support dial it bad in 
Ihe coastal regions. The BJP thus showed 
no sign of success in overcoming its rnqiu 
limitation of being H mi ted to the Hindi 
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heartland, a weakness characterised by 
Graham as the limitations of iu origins’' 
(1990: 2S3). As Graham points out, the 
party's identification with issues and 
GODcems of the Hindi belt and its support 
for an activist role of Hindu natioiialisin 
drawing more on the values of brahmanism 
has continued to limit the patty’s appeal 
beyond the Hindi belt. Grahm argues that 
this was why the party failed in lOSOs and 
1960s to fill the space that the left leaning 
orientation of Congress had created for a 
right wingpariy. By successfully combining 
the elements of Hindu traditionalism with 
mild form of sod al conservati sm and political 
and ecimomic liberalism, the Jana Sangh 
could have made it into the mainstream of 
Indian politics (1990: 253-54). Instead, the 
RSS dominated Jana Sangh chose to follow 
a strategy of building strength in isolation. 
On the positive side, this enabled the party 
to emphasise disdpline and maintain internal 
cohesion and manoeuvrability. However, the 
party hnt many sympathisers who did not 
want more internal democracy in the Jana 
Sangh (1990: 257). This dilemma is still as 
imractsUe. 

The criticai role being played by caste in 
the electoral arena was undercutting the 
strengthof BJP’s hindutva plank. The BJP’s 
ritempt to counter caste politics has been the 
cult of Ram. It pushed Ram as the ideal 
Indian, pious yet militant royal but able to 
mix easily with all classes. BJP’s hopes to 
submerge caste antagonism with this kind 
of appeal encountered challenge (iom leaders 
like Kanshi Ram and Mulayam Singh 
Yadav.*' Even the BJP campaign for the 
construction of a huge Ram temple during 
theassemblyelectioniin 1993 at die disputed 
site faJledtoneutraiisc the “earthy populism” 
of Muiayam Singh and Kanshi Rmn.** 
Syp't 13-day government: The BJP’s 
decision to accept the president’s invitation 
to form a government was apparently a 
calculated risk. BJP and its allies' tally of 
194 seats was far from the 272 seats needed 
to prove its majority. The BJP failed to add 
even a single seat after it formed the 
government. In retrospect, the BJP appears 
to have made several wishful assumptions. 
The party hoped to be able to enter co^ition 
with regional patties such as Asom Gaiu 
Pirishad (AGP), Tamil Desam Party (NTR). 
The party also hoped that it might be able 
to lure some of the estranged MPs from the 
troubled Congress(l). None of these 
happened. Another development that took 
the BJP by surprise was Che fonnacion of the 
Untied Front and even mote (he support of 
Congreaifl) to this Front from the outside. 

The yearning that the BJP showed to 
statulise its goveromeni and its desperate 
search foroaeringinmcoalitionanangemeM 
with anyone willing to do so exhibited the 
party’s pragmatic ritber than dogmatic 


pottUTB. VajpiQroe wu on record UQdng that 
he would not form the govermnent unlett 
his party had about 225-223 ants.** Any 
coalition paitner in this arrangement would 
certainly have had quite a moderating impact 
on the i^icies of t^ govcmmeai. Some in 


dm party (btesaw Ihia Uniting Inqpact o: 
entering imp coalition and cautioned against 
It However, the party went aknig with those 
who thought the moment propidoua (br the 
BJP to stake Ha claim to power. The CtUuic 
of the BJP to put together a codiUon was 


Takb 4; ftsrauMMca or tmi StMaAOVA Janata Pakty, 1914-96 



1984 

1989 

1991 

1996 

All ladia 

2(229) 

86(229) 

120(468) 

161 (471) 


(7.4] 

(11.51 

(20.1) 

(21241 

Andhra Pradesh 

1(2) 

0(2) 

1(41) 

0(39) 


(221 

(2.01 

[9.61 

[5.651 

Anutachol Pradesh 


- 

0(2) 

0(2) 




[6.11 

(17.41) 

Aisam 

0(2) 

- 

2(8) 

1(14) 


[0.41 


(9.61 

[15.92] 

Bihar 

0(32) 

9(25) 

5(31) 

18 (32) 


[6.9] 

113.0] 

(16.01 

[20.54] 

Goa 

- 

0(1) 

0(2) 

0(2) 



[0.7] 

1I5.6J 

[13.71 

Gujarat 

1 (M) 

12(12) 

20(26) 

16(26) 

H8.6J 

[30.51 

(50.4) 

(48.52) 

Haiyana 

0(6) 

0(2) 

0(10) 

4(6) 

[7.31 

[8.31 

110.2] 

[19.741 

Himachiil Pradesh 

0(3) 

3(4) 

2(4) 

0(4) 


[23.31 

[45.3] 

142.8] 

[39.62] 

Jammu and Kashmir 

0(1) 

0(2) 

-* 

1(5) 


[1.7] 

[721 


[19.04] 

Kaniaiaka 

0(6) 

0(5) 

4(28) 

6(28) 


[4.71 

[2.61 

(28.81 

[24.851 

Kerala 

0(3) 

0(20) 

0(19) 

0 08) 


11.8] 

[4.5] 

(4.61 

(5.611 

Madhya Pradesh 

0(40) 

27 (33) 

12(40) 

27(39) 

(30,01 

(39.7| 

(41.91 

[41.321 

Maharashtra 

0(20) 

10 (33) 

3(31) 

18(25) 


(10.1) 

(23.7) 

(202) 

[21.81] 

Manipur 

0(1) 

0(1) 

0(2) 

0(2) 

[7.01 

[2.31 

[8.1] 

[5.251 

Meghalaya 

- 

- 

0(2) 

0(2) 



[6.9] 

[9.131 

Nagaland 

- 

- 

0(1) 

- 




13.0] 


Orissa 

0(4) 

0(6) 

0(21) 

0(20) 


[1.2] 

[1.3] 

19.5) 

[I3.42J 

Punjab 

0(3) 

0(3) 

0(10) 

0(6) 

[34J 

(4.2) 

[171 

(6.481 

Rajasthan 

0(24) 

13(17) 

12(25) 

12 (25) 


[23.71 

[29.61 

[40.91 

(42.361 

Tamil Nadu 

0(1) 

0(3) 

0(15) 

0(37) 


(0.1) 

[0.31 

[1.7] 

(2.93) 

Tripura 

0(1) 

0(1) 

0(2) 

0(2) 

(0.81 

(06) 

(3.0) 

(6.5) 

Uttar Pradesh 

0(30) 

8(31) 

51(84) 

52 (83) 


[6.41 

[7.6] 

[32.8] 

(33.44) 

West Bengal 

0(9) 

0(19) 

0(42) 

0(42) 

[0.4] 

[17] 

[11.71 

(6.881 

Andaman and Nicobar Islands 

- 


0(1) 

0(1) 




[4.9] 

(24.251 

Chandigarh 

0(1) 

0(1) 

0(1) 

1(1) 

(3.61 

[12.31 

[28.81 

(39.051 

Dndra and Nagnr Aveli 


• 

0(1) 

Id) 



[35,41 

(42.421 

Daman and Ohi 

0(2) 


Ml) 

0(1) 


[3.01 


(31.9) 

(40.451 

Delhi 

0(5) 

4(5) 

5(7) 

5(7) 


[18.8] 

(26.2) 

[402] 

(49.621 

Pondicherry 

- 

- 

0(1) 

00) 




12.0] 

(4.421 


Sou: Hiwci ia ro«Ml bnckets mdicaie total aanifaer of leau BJP c oat rite d; figana in tqiuir 
bfKktiti ifldiciie of vocn 8^ bv BIP. 

Soarcet: David Butler. AsMcBalMMdPrauoy Roy (1993). IndtaDteUes, childedWoa. Books 
and TUagi, New Delhi; Bleclion CotnmisiiM of tadia, GMeral OeeHma. 1996 (M 
Sabha) Statiatieal Report, volume I, 



CMMd bjr tte lack of com p romiie on 
MitInttMd.kwuowii 9 K>tlieicliicUiKe 
■njrolie dae to enter into coalition with 
pvty. Tbe BJP even appeared ready to 
or into a deal with Coogre*s(l) for a 
lition arrangement. Vajpayee and 
vani’t calUng on Rao on May 17,1996, 
to apeculadcm about a secret deal. The 
nour had it that the BJP would ensure the 
election of Congress's Shivt^ Padl as 
eker in Heu of Congreu's support to 
nority government.* The BJP also 
iwared mdy to sidetrack Us contentious 
npaign issues such as the Ram temple in 
o^ya. abolition of Aiticle 370 on the 
tus of Kashmir and the question of a 
[form civil code.^ 

[he main reason why the BJP failed to 
we the auppoit of any regional parties 
s tbe lack of credibility on the part of the 
:y to live up to its agreement. With its 
tven track record of making political 
xdicncy the prime consideration in its 
nsions, the other patties fdt they would 
spwed any time by the BJP. The DMK 
1 TDP(N), for example, suspected 
missal of their state govemmenu. For 
ilayam Singh Yadav against whom the 
P conspired in UP in collusion with BSP, 
UP govenunent would be a “nightmare 
ne true”.* The national panics like 
ngressd), the CPI and CPM, Janata Dal 
I campaigned on an anti-BJP platform 
I had wooed the Muslim voters on that 
und. Hence, their entering into alliance 
h the BJP was apparently risky, 
n the tittle time that it the BJP did 
to leave its mark on policy. Two main 
lislons that it took were related to 
harashtn, a slate that the pany rules in 
anoe with Shiv Sena. The elusion to 
ssiate the Sri Krishna Commission 
estigating the post-demolition Mumbai 
s, was an attempt to moderate itt advene 
MCton the Muslim comimmiiy. Inanodier 
ve.theBJPgovenunentprovi^coumer- 
irantee to the Dabhol Power Company on 
Enron deal 

UP: The yean (duad: Where docs the 
>6 decHons and the briefest stint in the 
Tnunent leave the BJP in Indian politics? 
at are the praapecu for the BJP to end 
wrentiaoladon andloiianslateiu massive 
:uiial support into governing authority? 
he party Ukdy to exmtinue moderating 
nmiuiva stance as became evident during 
h the 1996 campaign and its 13-day 
’enmeul or is it more Ukdy to revert back 
its fmdUar monld of radicai hindutva 
me to solidify Us suppon? 
lased on ill pet f or man ce during the last 
M geMTil elections, the BJP has 
■blished Uadf as a formidable political 
rnadon beyond any doubt. Ov^l, the 
ly has cnnlimied ils dramatic moves 
vard and Ihe 1996 etectioiis proved dm 


it could nunniain Us itrengdi wUh or without 
awavein its fmwr. Tbe 1996dedions also 
proved that forced to work within the 
framewofk ofdemocrwk politics nurked by 
intense competition for votes, the BJP has 
no choice but to moderate Us hindutva stance 
in Older to extend itt support to backward 
and dalit groups in the very bastion of its 
support in the Hindi bdt. Us suppon for 
Mayawdi in UP and ill decloral alliance 
with the Samatt Puty in Bihar show this 
realisation. 

The BJP as an opposition party also stands 
to gain from the popular opinionin its favour. 
Various surveys have continually shown 
Vajpayee as the most favoured candidate for 
the ofike of India’t prime minister. The 
latest India Today-ORG-MARG poll 
conducted betwe en January I8and2l, 1997 
found 29 per cent favouring Vajpayee as the 
prime minister over 9 and 8 per cent who 
favoured Deve Gowda and Sonia Gandhi. 
respectively.*The poll also showed that the 
BJP will gain an additional 4.3 per cent of 
thenalkmal vote translating into 46 additional 
LokSabha scats over its May 1996 tally. An 
astounding 62 per cent of the respon^ts 
wanted Deve Gowda's replacement. One 
quite disturbing finding for the From is that 
the BJP is poised to gain most in the Janata 
Dal-nin states like Bihar and Karnataka. The 
party was also poised to gain m the pol itically 
deadlocked UP. 

Moreover, there is little evidence that the 
public sham the United Front's professed 
crusade against BJP's communalism. A 
nationwide/iufui Todiay-MARGopinion poll 


Table .S; Nusaca cf Scats in Each Rbokm 



North 

South 

East 

Wea 

Total reals 

145 

130 

Ml 

IIS 

Congress (1) 

27 

40 

37 

35 

BJP 

86 

6 

26 

76 

Third From 

21 

S.t 

71 

4 

Olben 

II 

1 

7 

3 


Note: All lifUTes in percettage of votes cast la 
19% clocuons. 

Sonne: India Today. May 31. 1996. p 22 


in Juim1996ihoweddmihe cominglopther 
of the and the Congress to tuppoil the 
UF govamnmit svas not viewed favoutably 
by the etoctorme. It indicated a favourable 
.swing of 4 per cant in favour of tbe BJP and 
thus viodicaied tbe BJP'a hope that Ihe party 
would be dde to gain Uie sympathy ik the 
electorate for being ousted through unholy 
alliance against thepeny.Moreover.nuiofity 
of people (60 per oeol) doubted the viability 
of this govenunent and believed tim the eel 
up was not likdy to last more than a year.** 
A dear minority (S8 per cent) ^so tadleved 
that the BJP had emerged s tron g e r after 
stepping down from power. 

Even more interesting is tbe growing 
tendency on the part of Indian voters and 
intellectuals to question the efTeedvenen 
and relevance of secularism. A report in 
Independent (London) on the eve of the 
election, repotted (hat most people in tmUa 
believe that the secularism offered by 
Congress today is “nothing but an iUiuion'*.” 
This seems to be coming out of the r e a Hi a rio n 
that the leligiout fervour arouaed by tbe 
BJP's campaign represents more than jut 
an instrumental nunipulation of reUgim 
symbols by the privileged groups in lockty. 
As van der Veer points out. the VHP bM 
successfully transformed the m osqu e in 
Ayodhy 1 from a local shrine into a symbol 
of the' ihreatenecT Hindu nuqorily nd baa 
brought about the “homogadaat i on of a 
'national' Hinduism’' (van der Veer 1994: 
7] Van der Veer’s observadon dial the 
tendency to interpret iMigion e n n no weray 
simply as facade to hide the *)rear dadk of 
material interesta and social daaaes ignmi 
the importance of rdigiou me a nin g and 
pracdcc in the cofutruciion of identity, does 
highlight a critical dimensioo of BJP'a 
suppon [van der Veer 1994: 7], Indian 
andaopologiitT WMadan leesiec idm i g adoB 
of politics as a western drvrlnpmem He 
argues that in viewofdie uu nt iMuii i gra le v a noc 
of religious activism in pobtica. bidia’i 
religious tradition should be protecled ftuu 
“secularist" attack and used for the 


Tabu 6 : C^hanonc Face of Reokinal PAmas 1919-% 


Pany 

Scats 
in I9H9* 

Seats 
in 1991* 

Seats 
in 19%* 

State Where the Party Has Sigaifkana 

Presence 

TDP 

2 

13 

16 

Andhra Pradesh 

AGP 

- 

1 

5 

Auam 

DMK 

- 

- 

17 

Tamil Nadir and Pondreiicny 

AIAPMK 

11 

II 

- 

Tamil Nadu 

Shiv Sena 

1 

4 

1.5 

Maharashin 

HVP 

- 

1 

.3 

Hatyaaa 

Saamia Party 

- 

5 

1 

BihmaadUP 

BSP 

3 

2 

It 

PMjab. UP md MP 

Akab Dal 

6** 

- 


Paajab 

MGP 

1 

- 

1 

Con 

SDF 

- 

* 

1 

Sikkim 

JMM 

3 

6 

1 

Bihar 


Note. • ia pwliaMeai: •* Akali Dal (Mam). ••• Akah Dal (Badal). 
Sonne: Indie Tedey, May 31.1996. p 46. 
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GOiuUuctiai of an Indian nation-state that 
would not be alienated from Indian culture. 

The BJP will continue to benefit from 
several other factors in the cunent oonlen 
of Indian politics. Accofding to a survey 
done in May 1996 by the Bconomk Tima 
the BJP voters were found to be both 
committed and certain compared to a 
*1)opelcssly split opposition” to the BJP.” 
The survey showed that the non-BJP voters 
in the states of Bihar, UP, and Kantataka 
were uncertain about their party choice. In 
addition, the competition for the non-BJP 
votes was fierce, in UP and Bihar, for 
example, there were at least four major non- 
BJP parties trying to appeal to the non-upper 
caste vote. The list included the Congre^). 
Samq vadi Janata Party (SJP),BSP8nd Janata 
Dal. In Karnataka, the choice was among 
two oppoitents of the BJP- Congressfl) and 
Janata Dal. The survey also found an 
inclination among 60 per cent upper caste 
voten. and more importantly, a third of the 
OBC voters to vote for the BJP. The BJP 
had thus convincingly upper hand in the 
game of divide and cofX|iier stral^. 

Voters disillusionment with the 
performaiKcof the politicians in general and 
their desire to try .something new is another 
favourable factor for the BJP. An India 
Today-MARG poll of 1991 found that while 
Ram was an important factor behind the 
saffron surge, disillusionment with the poor 
performance of other parties was the major 
reason causing large swing to the BJP. More 
than half of tho.se voting for the BJP were 
doing so only to give the new party a chance.” 

An Economic Times poll that surveyed a 
sample of more than 2S.000 voters spread 
over 80 constituencies reached an over- 
svhelming conclusion that the voters were 
rlisgusted with the performance of thei r M Ps. 
More than half (S3 per cent) voters felt they 
did no work and 17 per cent said their Mft 
did very little work. The low opinion of MPs 
cut across party lines at the survey found 
little difTefence in the views of the supporters 
of the three major formations; the 
Congtessd), BJPandiheNF-LF. Corruption 
was the biggest grievance the people had 
against their leaders. The survey also found 
strong popular approval for moves to check 
corruption.'* 

The stalemate in the UP type situation may 
also favour the BJP more than any other 
group. Hrst, it has further widened the rift 
between the BSP and the SP. On the other 
band, it also created differences between the 
Coitgtess(I), which had supported Mayawati 
and had outbidded the BJP in entering into 
pre-election alliance, and the BSP. The failure 
of the Congress leadership to obtain the 
backing of United Prom in favour of BSP- 
ledgovcnmcMinUPalsoitninedlbealrcady 
weak relations between it and the United 
Front government. The BSP* s talks with the 


BJP on forming the UP govemment with 
BJP*s support is an added bonui to the BJP. 

The United Front appears Increaiingly 
vulnerable on account of both bicket^ 
between its own constituents and its fragile 
link of support with the Congresifl). As the 
tinw goes by it will be increasin^y difficult 
to perpetuate the current isolation of the BJP. 
AstheBJPmoderatesilsstance. other pmties. 
will find it increasingly difftcult to convince 
the voten about the radical stand of the BJP 
and the dangers that they portray arise out 
ofthe BiPhindutva agenda. Moreover, many 
of the issues raised by the BJP such as 
uniform civilcode,and the reservations policy 
arc widely shared by a large segroent of 
influential seclon of population. It is worth 
mentioning here a general warning that 
Powel 1 sounds about patties that take extreme 
positions: 

The very real grievances that underline 
extremist positions cannot be dismissed by 
observing that they make political 
performance more difficuli. The point here 
is that support for parties calling for major 
changes in boundaries of nations, the 
regime's poliikat stiuciure, or the funda¬ 
mental social and economic vrangemenls 
of society leflecu previous politiCBl failures 
and creates continuing performance 
problcias (Powell 1982; 79]. 

It is true that the BJP’s course is far from 
smooth. The failure of BJP to woo any 
regional or national groups to enter into 
coalition with the party uncMined the reality 
of contemporary Indian politics that key to 
power at the centre and ^so in many states 
lies in a party’s ability to forge pie- a^ post- 
electoral alliances mainly with regional 
parties and regional leaders. As Table 6 
indicates, regional patties like the Telugu 
Desam Party, the AGP are becoming central 
to coalition politics. BJP. indeed, remains 
stigmatised in its ability tooperate effectively 
in this milieu. Ironk^ly, the BJP has only 
iisdf to blame for such isolation (Table 6). 

There are two factors that discourage 
alliance with the BJP. 'The first and foremost 
was its ambiguous role in the episode leading 
to the demolition of the Babri mosque. The 
patty and the BJP government in UP failed 
to keep their recurrent promise to the court 
as well as to Narasimha Rao government that 
it would honour the court older against any 
attempt at the demolition of the mosque. 
Although the pmy denied any role in the 
demoliiion, juUlaiion expressed by the party 
leaden in the wake of demolilion, and 
their attempt to rationalise (he jhir nccontp/i 
and readiness tocapitalise on the afler-effieM 
of the demotilion to better its electoral 
prospects, exposed the hypocritical stance 
of the BJP leaden. The leader Advani, 
for example, con^mied the demolition of the 
mosque to the mytMogkalbuiiiiJtgofLanlu 
by Hanuman. Ih remarked that the butnliig 
was done by Hamirean without approval of 


Rana but oooe done no one ngrtUad k. 
Slmilarty, Vgjpayee was dso nportad in the 
wake of the demoUtion to ham nmaifced 
that the BJP was sure to win a mgMty in 
parilainent and should preu for mid-lm 
polls. TheBJP'smoves thus appearedguided 
by the consideration of keeping its Hindu 
vote bank intacL Razing themosque appeared 
better option than n^otiations and building 
of the temple.” 

The Babri mosque episode also raised 
serious doubts over the ability of the BJP 
to maintaio its autonomy from the Sangh 
pari vsrarganUatioiis, mainly from the radical 
Vishwa Hindu Parishad. The VHP. along 
with Bqjrang Dal, took the leading role in 
the demolition. The VHP resented BJP's 
stand of complying with the court Older and 
showed little concern for the fate of the BJP 
government in UP. In its pursuit of 
demolition, the VHP was willing to defy all 
political and judicial authority including that 
ofthe BJP. Fw example. Swam! Pannanand, 
remarked that he had very little faith in 
political leaders be it Narasimha Rao, L K 
Advani or Kalyan Singh. Their (VHP) 
support and blessing would go to one who 
helped their cause.” Ashok Singhal 
responded to suggestions that what they were 
doing was illegal by saying, “our law say& 
this is the land of Lord Ram and that is all 
that matten.”” UnaMe either to tame the 
VHP or to openly denounce its doings, the 
tUP appeared, to be following the VHP rather 
than h^ing it. 

Another reason for BJP predkament in 
terms of working with other parties lies in 
its tendency to abruptly end its accord for 
politica] expediency. It did so with the V P 
Singh government in 1990, Ad vani's decision 
to cease negotiations on (he mosque issue 
and the party's opposition to the decision 
to impleinem the Mandal Commissioa report 
ledeveniuallytoBJP’twithdrawalofsupport 
and dowidall of V P Singh government. 

More recently, the BJP supported BSP 
leader Mayawati against her former ally 
Mulayam Singh Yadav’s Samqjvadi Party 
As a result, Mayawati became the first dalil 
woman chief minister of UP in June I99\ 
The strategic pre-electoral alliance of 
Mulayam Singh Yadav and Kanthi Ram had 
resulUxI in electoral setback to the BJP m 
eastern and central Uttar Pradesh in 199.1 
assembly elections. The BJP had polled i 
33 per cent of the votes in November 1993 

elections. The alUanoe between SP and BSP 

remained the only hurdle in the way of tk 
BJP to gain control of the state government. 
The party also hoped that supporting 
Mayawati could help extend iu suppud 
•nong the daliti, BSPs haitioii of suppod. 

In October 1993. however, the pady 
withdrew aupfiort to Mayawati, cauiihg hrf 
downfall. 'This was thus the latesi 
reafliniiation of BJPi infidelky. The BSP 



haiiteeec wi w H dM ed Riiupportiiixiiig^ 
dallte and MutUnu. The BSP lince allied 
with the Coi||nai(I) in pattiamentaiy as 
well as assembly elections in UP. In 
September 1996 Just on the eve of the UP 
auemUy etectkms, the BSP also secured the 
unconditional suppon of Shahi Imam of 
Delhi's JamaMasjid Syed Abdullah Bukhari. 
Kanshi Ram i n turn assured that the BSP wi 11 
have no electoral or power sharing 
arrantBuietits with the BJP.* Hie bitter ta-sie 
left by the earlier experience has made the 
BSP extremely cautious towards BJP's 
oveitiires to enter into coalition arrangement 
in the wake of assembly elections in UP. The 
BJP again emerged as the largest patty but 
short of mitJority in UP. 

Are BJP's past infractions then likely to 
be along-term encumbrance on party ’ s future 
dealings with other political groups? In the 
fast changing comexi of Indian politics no 
one is permanent friend or enemy. BJP’sill- 
reputation thus cannot rule out its ability to 
forge future alliances. Ever since the UP 
assembly elections, the BSP and the BJP 
have been vigorously negotiating on the 
question of forming a government in UP. 
These negotiations have naturally been 
stumbled upon by both party’s search for 
better allematives as well as by the possible 
impact of this marriage of convenience on 
their supporters. The BSP mindful of 
alienating the Muslim voten insisted on the 
BJP’s support from outside in exchange for 
allowing die BJP a say in policy issues and 
other governmental afTairs.’* On the other 
hand, the BJP too has to worry about its 
impact on the party’s support among upper 
caste voters, maiiily the lhakurs. Support 
from outside thus may also be BJP's interest. 
For the BJP, BSP’s support among the dal its 
and Muslims in the next Lok Sabha polls 
may play critical role. 

B JFI attempt to soften its hindut va stance 
tu reach out to other groups will continue 
to pose adilenuna for the party. BJP's success 
is largely explained in terms of the support 
that it gets from Sangh pari var organisations 
like theVHPandRSS(vanderVecr 1994:1]. 
The BJP will conthHie to deal with the rapid 
mood swings in thew organisations. During 
(he 1996 elections the RSS had agreed to 
a tactical peuture of soft-perlalling the 
hindutva agenda fbrdectoral gains. However, 
(he Issue has since raised some serious 
differences between the BJP leadership and 
the leadership of RSS and VHP. The RSS 
<hief Rgjendn Singh recently questioned 
hath the policies and the direction of the 
BJP.“ 

The RSS nctivisls argue that in the 1996 
Lxik Sabha polls as well as in the Uttar 
Pradesb assembly elections the BJP 
cxpoimenledwiihtiie policy of downplaying 
hindutva with disastrous results. RSS 
'(^‘ohigue and prapaganda chief MO Vaidya 


remarked, Ihe BJP should make Hindu 
nationhood its mahi plank. It should not 
bother about the charges of communaiism 
It will not lose a single vote by using the 
word ‘Hindu’ 

Too close an aaiocialion with the electoral 
success and power of the BJP is also proving 
corrosive to the suppoit of the RSS itself. 
RSS leaden are increasingly perceived as 
indulging in ‘'ideologica] philandering” and 
in the growth of the culture of “self- 
projection, lavish lifestyle and power lusi".“ 
Recent decision by the RSS to approve the 
VHP’s decision to launch an aggressive 
movement to ’liberate' Krishna Janma- 
bhoomi in Matinira appears to be an act of 
atonement for the delations and to restore 
its image. This decision will again put the 
BJP on spot. Advani’s reiteration that 
Mathura and Kashi are part of the VHP 
programme, and not BJP’s agenda, will not 
be enough to dissociate the party from their 
act.*’ 

The BJFs national executive committee 
meeting in November 1996 in Jaipur 
icaffumed its unwavering commitment to 
hindutva and declared that the BJP regarxled 
“pseudo secularism" as the last obstacle to 
overcome in its attempt to gain power. This 
might be interpreted as a move designed to 
bolsier the morale of supponers feeling let 
down by Che continued ostradsation of the 
BJP from the corridors of power.** At the 
same meeting theCovindachary a Committee 
report on the Uttar Pradesh elections 
recommended the need to “aggressively 
picsenr the patty’s ideology to expand its 
support and noted the patty's success in 
focusing national debate on secularism.*' 

To sum up, the era of ‘aggregative party' 
that successfully combines the interests of 
vanous groups in society appears to be over 
for Indian democracy. Instead, political 
panics in India as manifested by the past 
three elections arc going to be increasingly 
’representative’ in character increasingly 
focused upon narrower interests along various 
lines of social and economic cleavages that 
divide the Indian society. The shape of 
national politics in this context will be 
determined by fluid coaliiional politics 
between these various actors. 

With the scrambling for vote getting ever 
more intense, it is to the BJP's advanuige 
to maintain its identity as predominantly a 
hindutva party with its stronghold among 
the uppercasle and middle class groups The 
BJP will jealously guard any erosion of this 
constituency by alternating more or less 
emphasis on its ideological stance. As in the 
past, the use of conununat gadget wil I remain 
a coinentone of its strategy, more so when 
it rmdt hself more vulnerable. However, the 
need to enter into power sharing arrangement 
will continue to have a moderaiing impact 
on iu policies and make it more and more 


retpoBihV to die aiptauioiis for social and 
economic bettetmcnl of the backwairi and 
dalit groups. Even the Sangh parivar 
organisatiou will have little choice but to 
increasingly adapt to the new imperativea of 
power politics in India. Evidence of this 
trend is already present in abundance. The 
overall impact ^ tbe BJP’s role and the 
newly emerging forces of Indian polilici 
may he destabilising and at times chaotic in 
the short run. In the long run, however, the 
emerging political dynamics will force ail 
the actors, including the BJP, to mastm the 
dominant game - the game of coininmise 
and accommodation. The more such lea* 
dencies of compromise and accommodation 
prevail, the greater the maturity of Indian 
democracy. In addition, the greater political 
participation by the hitherto marginalised 
groups wilt also further the process of 
democratic consolidation by broadeniiqt the 
level of empowerment as well as accounla* 
biiiiy of parties as well as indivkluals. 
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‘Rogue’ IMen, Fandamentals and Cootagioii 

The cunency crises ia tbe east Asian emeiging nunlGet ooooonueo 
highlight the need for Anther strengthening domestic mncRHecoBonic 
policies and domest ic and international Hnancial stmetwes and tides 
of the game. At tbe same time, an international ‘circuit'faRalcer’ 
mechanism, to complement IMF-based mechanisms dut mt already 
in place to deal wiA currency crises once they have is 

urgently needed to curb contagion effects and their heavy 
economic and socio-political costs. 3129 
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In the biiild-iiq> to the Third Conference of the Parties to the UN 
Framework Convention on Climate Change in Kyoto, the real >«■»«**« 
over climate change have been fought over issues of trade and aationiri 
competitiveness in the context of greenhouse policies. For the 
countries of the south, building appropriate scientific and economic 
assessment capacity may be the most critical task. 3139 
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in UP snd Madhya Pradesh. 3149 
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of apparent vitality of those 
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Hnoe it to fli^ ftr aqr OM BMhMi IQ 
milatmlly. The eanh’i pooples' g,' 


Plight of Displaced 
Workers 

ALL over the country the probleoi of 
ditplaced and unemployod worked to 
becoming serious and tngic. At Mne ptocei 
strikes and lock-outs we mansio p w i as a 
cause; at others pollution and hazards; and 
a growing number of worked rendered 
unemployed asaresubofcloaiireofindustiies 
face the grim pro sp ec ts of meeting the basic 
needs of their families. In some cases the 
tragedy is compounded by their.evictioa 
from job-related bousing facilities. 

In West Bengal alone hundreds of 
suicides have been reported in recent 
years by worked wbo loct their joba. Sucb 
tragedies have also been reported from 
Mumbai, Bhilai, Delhi and other placea ndiere 
such loss of jobs has taken place on a luge 
scale. In Delhi nearly 3,000 worked have 
been jobless due to the first of tbe 
rdocation of hazardous and polluting units, 
and many more are likely to face 
unemployment as this policy to extended 
further. In addition aeveni other devetop- 
ments leading to large-acale km of jobs 
continue to be repotted in newspaped - the 
evictioos fiDffl Anand Parbat area, the loss 
of jobs of workers emptoyed in Blue-Line 
buses, etc. In Bhilai area of Madhya Pradesh 
unemployed worked have won tome 
significant legal victoriet, but still the 
industrialists use evoy Ipgal tricks at their 
ditposal to deny JustiM to them. In Delhi 


givmatokbeiringwhaeliBportaatdeetoioni 
affiMdtif their livdiliood have bean taken. 
Except in the case of two Of three Industries, 
thecompensadanspioiiitoedtowadcenhave 
not been paid. In particular the ir nere s t s of 
norwegulariied worked, who in the case rtf 
some industrial unks coopriie a radority 
of workers, have not been praleciad at ad. 
At a time when the country is in the middle 
of its annual festival season bit^ we‘11 do 
well to remember the several hundred 
thousand workers whohavebeenlefl without 
livelihood for no fault of their own, nd call 
upon the govemment to announoe a toir and 
just deal for displaced and unemployed 
workers. 

Bhaitat Dooka 

New Delhi 

Ravages of Overfishing 

THE FAO Reports of 1995 and 1996 have 
found unequivocally that the ftoberiea of the 
world are undergoing the most aetious crisis 
ever recorded. At least 73 per cent ate in 
or verging on a state of oouiqiae dtoe to the 
dvagcs of overflshitig - moat patticutoriy 
factory tmwkd • and the effects of 
coastal aquacuhure, industrial and domestk 
poUution, and the myriad consequences of 
global warming. 

Tbe Uw of the Sew (1984) and Codes 
of Conduct for ReapoasitrieFtolieriw(l995) 
mandate action. Tbe oceans of the world, 
the fuh, and dl too Crequently the fishermen 
themselves observe DO poUtiul boundatia. 


dHritonge to nacne thto cfitically impoit 

food resource d^teods iq>on concea 
muHinartonal action by the United Naiiiii 

the one body eWaUiidwd to embark up, 
such an kiittotive. 

Let us bqgin wHh a gtobal ban on | 

toctoty trawlen that beyond an others h«i 

thetaigetiiigtec hn o4ogy,ftoidiigandfreei^ 
capacity, and range to wipe out emitc^ 
populatiom at will anywhere In the wodj 

In Older to save the ftoberiea, and the cout 

communities and conratnen the wa,) 
overthat depend upon them, as a fig 
step a resoluttoD calling fbr a worldwit 
prohibition of factory trawkrs should k 
introduced in the UN General Assetnbl). 
am convinced such a leaolution will fa 
general support The life of the planei a 
the dependent health and welfiie of hun 
nity must not be sacrificed to tbe gieedi 
the few. 

TtKMAs Koocb 

World Forum of Hah 
Harvesten and Pishwotken 

More on DALY 

V N KOTHARI and t S Gulad hive do 
an interesting analysis of the lelevanR 
disability acyusted life years (DALY). I 
designing healtfa policy in a country i 
India (EPtV. October II). What theyk 
missed capturing is the morbidity i 
malmitfitiaa levels that the poputotioi 
any given cotmoy suffers. What DALY d 
is to capture the dtoaUlky - w and d 
it happens in calcutoling the ptoducftKl 

yean after due at^ustment In a counttyl 

India where nearly 40 percent of theebdi 
below flve yean and the adotescent 
growing population suffer fhim seven 
m oderat e degrees of mabntritian, they 
‘Invidbly’dtotibied from peffbrming tel 
fult productivity. RiMic nntiltioa in fc 
healHi Is now getting Importanoe and 
not known how one cm give weiglxti 
the elemenii of moderate and se 
degreetof n^nutrliioa in calcult 
DALY. We may need to talk about d 
term w mahnitritionfiiMrbidity sdji 
life yean (MALY). Cm the pundH 
WorMBrnk. who invented DALY i 
Uihi tm d^? 

Bhopd 


fqrtes c ntatives of worken have not been 
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nate Conference 


rWITHSTANDING the outcome of the climate 
nference under way in Kyoto, there is no gainsaying 
global movement towards an agreement on reversing 
iflroui consequences of economic/industrial growth 
n impressively rapid. In the Five years since 1992 when 
intries signed the Framework Convention on Climate 
I (PCCC) at the Earth Summit in Rio de Janeiro theie 
m considerable momentum on the issue which is 
'f to dissipate even with a likely stalemate at Kyoto. 
K Kyoto conference will, by the increasing polarisation 
nations and by bringing into focus the inherent 
ictions between the current global growth path and 
ng a viable environment, perhaps introduce a dash 
b needed pragmatism, especially among developing 
ss. 

I week or so since the conference began, the G77 and 
the largest group of countries at the conference, have 
xl their refusal to make binding commitments on 
back gat emissions saying that the lead should come 
hose who have been historically responsible for the 
y of emissions". Meanwhile the European Union and 
utve maintained that only three greenhouse gases, 
lioxide, methane and nitrous oxide, should be targeted 
in the Kyoto conference. The US. on the other hand, 
m the inclusion of three other gases which pose an 
eater threat than carbon dioxide, under the purview 
onference. Of these two speciality gases left for later 
ion are important in the semiconductor industry and 
nd other smith-east Asian countries would stand to 
isiderably. There has thus been very little movement 
I an agreement at this point of time, 
e last five yean the emphasis has been on persuading 
iStrialised nations to bring about progressive reduction 
nhofise gas emissions. This hu been sought to be 
about by s^ing from them firm commitments 
> limit greenhouse gas emissions at 1990 levels 
XX) or bring down such emissions. The FCCC 
I in Rio and ratified by SO countries by 1994 defined 
; commitments, most of them non-binding. The 
XNtant ones were that industrial nations, especially 
would reduce gu emissions to 1990 level by 2000 
setting up of a Global EnvinHimental Facility to 
"incrementel costs of global environment pro- 
devdoptng countries". However, with US indus- 
Hests strongly opposing such curbs, it has now 
ted itself to no more than maintaining 1990 levels by 
ipuiit loo under pleasure from corporate interests, is 
to conunk itself to a S per cent cut Only the EC has 


pre^x)^ a comprehensive plan of action aimed at cutting 
emissions by S to 15 per cent. However, countries like France 
and UK have over the last few years attempted to reduce 
gas emissions through a combination of policy measures 
and they would reportedly find it difficult to adhere to the 
EC commitments. 

It is not however surprising that the develofting countries 
have not been able to construct a Arm alteniMive |tian of 
action, other than adopting a reactive posture and rnspouding 
critically to the initiatives taken by the north. For one, the 
oil producing countries arc none too keen on any policy 
resulting in an adverse impact on the global consnaqition of 
oil. On the other hand, some of the smaller island states are 
especially and directly concerned about the grecnhouiecffccts 
on ocean levels and climate changes. Cmuttriea like Imtia 
and China which could take the initiative in forgiag an 
alternative perspective have chosen to confine their rotes to 
what can be best termed as getting the best of a bad dedi, 
acting on the principle that the polluter should pay. 

It is of course true that not only is the cwient state of atfaiia 
badly skewed in favour of the countries of the north - the 
Kyoto outcome almost entirely depends on the sort of fina 
commitments which the US especially is able to deliver - 
but the countries of the south bnjc their eiUire atguaieat on 
climate research conducted in or by scientific institmioas 
from the industrial countries. While this does not mean that 
the products of such research are necessarily biased, k has 
been argued that often the geographical, climatologicai and 
other features obtaining in developing countries are not 
sufficiently well incoqxxated into tiie data bases on et«— 
research. Also, assumptions made in the coosliuclioa of 
prediction models may not be a ppropriate for the poorer 
countries. 

Since the 1970s when the effect of greeabouse gaaea on 
the environment began to be documented, climaie roae a Bch 
has grown into a major area of scientific activity. There is 
much money being spem on the effects of greenhouse gases 
and on the construction of various modeto to predict fulnre 
scenarios. Similarly economic models have also been evolved 
to help arrive at the best sdiitions. for after all the intiauie 
relationship between environment and imernackaal trade and 
economic growth can haidly be ignored. On the orfaer hand, 
there has been only rudimentary support for res ear ch krto 
alternative energy sources, or for dial matter atoniative 
development mo^ls. This it an area of work wfa^t the 
countries of the south, especially China and India, wkh (hair 
extensive sciemific humanpower and not incoaridenMa 
research infrastructure, could have initiated. Unfortuaalely, 
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while there is some movement on energy 
plans in Iwha, prompted not to much by 
environmental concernt as by cfRciency 
needs, alternative energy developmettt or 
retoufce use plans have not gotoff the gtouad. 

There is no aiguing with the position that 
without the US, which accounts for the 
productiofl of 80 per cent of the greenhouae 
gases, committing itself to a reasonable time- 
frame for reductkxi of greenhouse gases, no 
agreement will have any effect on global 
warming. Equally, there must be definite 
commitments on the transfer of technology 
for the production of alternatives to green¬ 
house gases which have already been deve¬ 
loped and third world countries need to be 
provided better access to ftnaitcial support 
for tuchdevelopment. However^ if the Kyoto 
meeting has any lessons to offer so far it is 
that the developing countries, in not working 
towards an alternative plan and perspective 
not just on greenhouse gas emissions but on 
alternative ettergy resource de vdopment and 
industrial growth, have failed in making the 
best use of such platforms as Kyoto. It is time 
that developing countries forge necessary 
issue-based alliances, bringing together their 
historical, political and development 
experiences to take the initiative, especially 
on issues such as the environment 

potmes 

Dead Men Walking 

THE logic of the 11th Lok SaUia has been 
piemanirely exhausted, owing as much to the 
intricacies of power (day within the Con- 
gressasto the failureonu more venturesome 
aspirans to leadership to grasp the circum¬ 
stances obstructing a sriKwlh replicaticm of 
tbestratagemsof April 1997.Thestranglehold 
on the patty organisarion, such as it is. that 
Sitaram Kesri estdriished, through custo¬ 
mary Congress practices, required as a pre- 
con^tion the elimination of the nexus 
between his predecessor and the then prime 
minister, in accomplishing which he seirored 
the services of a fifth column within the 
United Front, whose leader is since langui¬ 
shing in judicial custody. The difTetence 
between the limited objective of rqrlacing 
the UF’s prime minister and the larger 
objective of reconfiguring the Front itsdf, 
the insuflictency of the eniblmg conjuncture 
for so consequential a pvpoae and dM trans¬ 
parency of the potential fifth oohunn count 
for Httlc in the kind of poHiicsilretaitrvives 
loiely on periodic and p a tHrii nd tenfloe- 
tiOBs before tlw Tkirin ffimod it 10 JreqMk. 
whote kook relevMoe Hen pmdiely Hi a 
shnwdbrmastetnHndedoqii-dnuaMtebil^ 
of Hwlevance. 

. Oily a politics so veewM* at to derive iU 
l^Hhiacy and ht a gend i i from a dedifitng 
dydattic houschoid could have contrived a 
crisis that was lo no one’s gain. Once the 


enatzcriiUftiledtodevelopaloagtlMand- 
cipated trajectmy, with the neat proving to 
be more resilient than visualised, the real 
crisis loomed to haunt the Congress. The lack 
of tnodendon in the initial demand and the 
absence of a prudent escape route in the event 
of a stalemate tequiied a protraction of the 
crisis as the Congteu leadership, reluctant 
to dismantle the dispensation it had Installed, 
despcnUely aougm to salvage a lituation that 
could culminate in the diss^tion of the Lok 
Sabtia. But in order to prevent a possible 
sabotage of negotiations thnnigh a pre¬ 
emptive no-tnist niotica 1^ the BJP. the 
adjournment of the house had first to be 
ol^ned by reducing its proceedings to a 
‘mockery' and the speaker, either acting 
indepen^Uy for Ms own purposes or on 
instruction, did the needful. 

With the BlFedeclaredimetnionof turnittg 
pariiaroent into a shrimping ground, the 
Congress leadership, under pressure from 
unrelenting hardliners, was forced into 
withdrawing support in die hopeof extracting 
the desired response. So drastic a manoeuvre 
foreclosed further negotiation ntd, far from 
dividing the UF, raised the possibilliy of 
defections from the Congress, culminating 
in the rather pathetic spectacle of a party at 
its weakest and most vulnerable itakingclaim 
to form Che government 

Although the crisis turned out to be as 
vapid and pointless as the politics that 
motivated it in the first instance, the side- 
diows that it generated are, nevertheless, 
significant. The BJP, abandoning the 
glutinous sermons it has delivered to all and 
sundry theselast many yean, made strenuous 
efforts, des|»te its failure in OaixBiinagar, to 
seize by Mher means the power that has 
eluded it through legitimate means. Quite 
apart from employing the surreptitious 
methods familiar to so extensively contami¬ 
nated a polity, it made a much more blatam 
anempt at subverting the fundamental basis 
of party politics by launching a forum of 
debutante parliamentarians against 
dissolution. And, frenzied by the seeming 
imminence of assuming office at the centre, 
the ‘party of principle’ wetH so far as to offer 
to nMdetale its more sectarian agendas. The 
length the BJP went lo in seiring powo^, 
besides indicating a more pessimistic 
prognostication of the party's electoral 
prospects bylts leadership, has also ensured 
that whatever possibility existed of forging 
alliances to secure ■ m^ority has receded. 
It must now awah the con ting enc i es of the 
i2th Lok Sabha to renew its assault should 
ft once igain fall short of a nu^orfty. 

On the other hand, the ooopIkMioM that 
aflHct the UP and the Congteu ate no leu 
acute. The United nont u conitiliited in 
Mey 1996, being an btterimsolarton.ww an 
electorhily anomalous formation, the 
tdevanoe of wfaou poUticM physkrgnony 
Wn rtrfaaljy confined to (he 11A Lok Sabha. 


Tlw ciicttinitanM that oubM pe^ with 
a loog^etm Mcerait Hi aiyailiiienti sHih Che 
Oongreu to join a poai-olectian Rrant are 
very dinetetn from the compulslaas that 
will confront them In the etortocal arena 
The loag-teim polilical eidgeaciu of the 
Bihar Janau Dal and the SP were at variance 
with ihote of the other oonstiluentf once the 
outcome of the last election wu known. 
The manner of resolution of the previoui 
crisis and iu retributive aftermaih prepared 
the ground for the Mfurcalkm of the 
conitituent of the Front, reducing both its 
ofhhoots to state-level patties, of which 
the RJD will be loath to bear the burden 
of a iKm-existcM UF in Bihar and hoice 
will have to settle for an alliance with the 
Congreu, the efficacy of which, at the 
ground level, will depend on eitlier securing 
Jagamurh Mistura’s support or neutralising 
Ms opposition. Since die present crisis hat 
failed to prune the residual abenations in 
the UFin tunc with the logic of the prevaiting 
electoral pattern, how the Frimt manages 
to resolve the contradiction of contesting 
the Congress and simultaneously ensuring 
tiiat the BJP does not gain for want of an 
understanding between the Congress md 
the SP in UP remains to be seen. And to 
compound all tMi is the pretence in the 
Front of the TMC, whose association wiib 
the Congress it too recent, whose difierencts 
with the DMK ate too deep, end whoK 
fiMure course of action will be loo strongly 
guided by the regicmal calculations of 
Moopanar and the minitterial ambiiintt 
of Chidambaram lo make it a reliable 
ctHistiluenL 

EXCHANGE RATE 

A Different Script 

A correspondent writer. 

SO the rupee hu been allowed todepteciac 
by over 10 per cent in leu than one mood 
and there are penona, ao-called expeifi 
included, who would like it to deptcaue; 

even ftitther, nuybe by another 10 per reei,. 

if not more. But whil ia the view taken 
the RBI and the central finance miniftO' 

It hu been known (or quite aome weeh 
if not roontlit, that the mandruina in DelM 

have been tMnking of a ileady devaluaiM 
of the rupee. Even prime mhiiiter Gigol 
wu prevailed upon to apeak of the mH 
withhi wMch the exchange rate could jo- 
hope be alkiwed to move. In fact, in son* 
quarten it it believed that H wu only 
itiat the attack on the rupee look a rn" 
coflcerted and steady ihi^. SpecvlatMof 

the rupee hu been giHiHig dORe ever sir( 

in aplte of niltd (Hi cla i ni e r i (kum time • 
time from thoae in aotbortty, iochidiagd 
flaance nrinisterandthe than RBI govnK* 

while at the aame time oatMiig wn dr 



to KHD the tide IlMt wu gittHrii^ fone 
agdntt ttK nipee, except for interv^ou, 
alwayi nttier week, fom tinw to tiine in the 
Mcbidtge nuricet itMlf. It is estioitted thii 
as ntuch as two billion doUan of exchange 
icierves were filtered away in the process. 

It is only under the new RBI govenior, 
Bimal JaW that there is evidence of some 
icgulatoty steps in the fonn of a package of 
measures to mop up excess liquidity in the 
jo-called maiket, raise shott-tenn rates and 
limit speculation without immediately 
stepping into the exchange market. Even 
Jalan has been content to say that he is only 
‘trying to stabilise the situation’ without 
indicating the target he has in mind, obvious¬ 
ly aftaid of staking his reputation on a firm 
figure. Is it because there it fear of further 
pressure on the rupee which he may be 
anatde to stem with the help of market 
intervention plus regulatory measures? Or 
is it that the targeted devaluation has yet to 
be reached? 

One more question remains and that is 
whether the players in the Indian exchange 
market are n^ly that difficult to regulate as 
is being made out It is well known that one 
of ihc maior players on the exchange market 
has been none other than the State Bank of 
India. In fact, in the whole month of 
November very often while SBI was known 
to be in the miuket for dollars, RBI has had 
to unload hs reserves. And quite often SBI 
was supposed to be in the market for forward 
deals on behalf of public aeaor undertakings. 
It i s Ibis mock play betweot the government ‘ s 
own agencies that has been perhaps 
responsible for this spectacle and surely this 
could have been played differently had it 
been so deaited. 

BIHAR 

Land Question 

THE grisly massacre of 61 landless dalits 
in Laxmanpur Bathe in Jehanabad district 
of Bibarby the Ranvir Sena, the private army 
of the landowning iqiper and middle castes, 
hu once again sts^y underecored the 
wgency ofland reforms to Item the unabated 
violence in the state. Thecarnage was carried 
out to pre-empt the distribution of disputed 
government land among the landless 
libouren of the viOage by Marxitt-Leninist 
groupa. But penisterU gove mm e n t apathy, 
lack of Infraatructure and the police- 
poUiidan-Iandiotd-criminal ttexus together 
foredoie all advance in these directioM 
in Bihar. 

Rabri Devi government, like all 
goveramenli, it turning a blind eye 
aochMcanoinic nadady afflicting the 
trie and is ncatfag the Laxmanpur Bathe 
jnoidem as a law and order proMem. 
"^”<”^*hoaeoonmilaiianer,suspending 
* district MperinieialeM of puHce, ordering 


the usual probe and toitilu tin g a special 
court to look into the Incklent and asking 
for reinforcement of paramilitary forces 
cannot hide the coOapae of governance in 
Bihar. Villages have no na^ electricity 
and drinking water in spite of crores of 
rupees being spent supposedly on rural 
development. LanUets labourers crmtimie 
to be forcibly deprived of their right to till 
the government l^in spite ofheing genuine 
‘parcha’ holden. Goty carnages like the 
one at Laxmanpur Bathe rock the state at 
regular intervals, but the police force 
continues to suffer from inadequate staffing, 
lack of vehicles and communication 
equipment and antiquaied flreanns. On the 
0 ^ hand, private armies like the Ranvir 
Sena and the naxalite outfits, armed with 
sophisticated AK-47s, exert their sway 
across the plains of Bihar. Amidst such 
all-round ■toinistrative failure, Ihc civic 
administration must be held to be as culpable 
as the police for catastrophes such as 
Laxmanpur Bathe. 

Large tracts of land continue to be owned 
by a few families. Even Laloo Prasad 
Yadav's government, coining to power 
largely on back ward caste support exhiUted 
the same feudal mind-set characteristic of 
the previous Congress governments by 
leaving untouched the iniquitous land 
distribution in the suue. The new land¬ 
owning middle castes, the yadavs and 
kurmis, too use dements such as Ihc Ranvir 
Sena to put down the resistance of the 
landless dalits. As a result, the Ranvir Sms 
has wiincssed phenomeiuJ increase in its 
strength, enjoying the patronage of the 
Congress, the Janata Dal and the Bharatiya 
Janata Party which largdy represent the 
interests of the upper and middle castes. It 
is only by squarely confronting these entren¬ 
ched feudal interests in land that any genuine 
change can be brought about in Bihar. 

SOUTH KOREA AND IMF 

Modd That Was 

rr has bemi, predictably, not easy for South 
Korea to come to terms with the fact that 
it has finaliy had lo make a deal with the 
IMF to rescue the country's economy. 
Newspaper headliiws have apparently 
latnented what is viewed as a national 
humiliation. A parallel has even been drawn 
between the agreement with the IMF 
concluded this week and the 'trusteeship' 
arrangement that Korea was placed under 
at the end of second worid war. 

Fbr ail this breast-beating, the fact is that 
South Korea's economic crisis is of the 
wholly home-brewed variety, certainly 
much more to than the upheai^t currently 
convulsing so many south-east Asian 
countries. Whai it mote, tmlike in Japan's 
case, it CMnoi also be said dw the economic 
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ditncuities in South Korea are by and large 
confined to the finmeial sector, llic rot tfam 
has gone deep into the giant enterprises, the 
chaebols, which dominate the country’s 
industry; it can in foct be said to have emanated 
from there and in due come engulfed the 
banks and other financial institutions. 

What we are witnesiing in South Korea 
may be nothing less than the demise of its 
model of st«e-dri ven forced industrialisation 
(which of late seems to have won admirers 
in the most unlikely quarters in India, 
considering that it as executed much pf tlje 
time by military dictatorships using the most 
brutal methods), fn their breakneck expansion 
drive the chaebols resorted to stupendous 
over-leveraging lo finance invettineiiU of 
questionable economic wisdom. And the 
chicken have been coming home to roost at 
last, with the rate of GM* growth, which had 
been 8.6 per cent per year on avenge over 
some three decades, slowing lo 7 percent last 
year and a projected but most unlikely 6 per 
cent this year. The once vaunted saving ate 
has slippy] from 30 per cent in the early 
1990s to 23 per cent and huge current accoutt 
deficits ($23 bn in 1996} and rapidly risiiig 
foreign debt have been tire price that has bad 
to be paid for trying to keep investment M 
unsustaiiiably high levels. Of total foreiga 
debt of $1^ bn, shon-term debt is estima¬ 
ted to be a.'- much as $66 bn. In October 
Korean debt was downgraded after a series 
of company failures left Korean banks 
under mountains of bad debts and at a result 
ciediims have been unwilling to roB over 
short-term debt, as much as $20 bn of which 
is believed to be due before the end of Ihii 
year. No wonder the IMF has had to be 
persuaded to agree to fork out $11.2 te out 
of its three-year commitinentof $21 hnwitinn 
somr fi ve weeks of the coadasion of the loan 
iigivciikcnL 

True, the Korean model of growth has 
impressive achievemeras to its credu, having 
nu^ the country the world’s elevendi largest 
economy within a matter of some 30 yean. 
Equally f»w. it is going to be far from rimple 
to prise loose its grip - for insuace, to amke 
the tightly cuntroiled and autocrmicaBy ran 
chaebols adhere to basic standards of 
accountabiHty and transparency. Equally alao, 
the pain of the model's faHiuet, whicharifi 
begin to be fully felt only now, will be 
excruciating in terms of the indattial mti 
financial restfuctuiing and dosuret and the 
lou of engiioymem and eamtnft. AH the 
same, the three catKbdatea in this muHh'a 
presidentialelection, including KimOaeJung, 
the long-time opponent of the dictaianMga 
and courageous pro-democracy camgaigtwr, 
have formally committed themidvet to 
honouring the leimt of the agreement with 
the IMF. The country's political leadenhi|X 
all strands of it. has apparently cone Ilk texMB 
with the fact that for South Korea Ihere can 
be no going back. 
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BFW ntwrcli ypUBdafloa 


BHARAT FORGE 

New Pliiiits 

BHARAT FORGE, the largest forging 
company in Asia, saw a mixed perfbcmance 
dufii^ 1996-97. While the co mpan y’s net 
sales and value of production impro^ by 
19.1 percent and 19.4 percent, teipectively, 
its bottofflline fell drastically by 69.1 per 
oeoi over the previous year. Thii despite the 
openliiv profit improving by 19.4 percent 
dining the same period. The maio culprit 
teaponsible for tte conqnny’s poor per- 
formanoe was the Rs 38.3 ctoie octroi duty 
which the company bad disputed earlier. 
This wu accounted for following the 
Supnme Court’s rejection of the company’s 
review pedtionduring the yearunder review. 

On the operations ftrmi, the company 
performed wbU. nolchiiig up a 19.4 per cent 
rise in operating profit during 1996-97. h 
claims that its improved operating per¬ 
formance was due to better capacity utili¬ 
sation, better product mix and higher 
rdianceon sale of machined components 
rather than raw forgings, better wotUng 
eapilal management, and a conscious 
leductkm in the inventory cycle from 72 
days to 66 days. 

Exports, hovrover, fell marginally by 2.3 
per cent mainly due to the drop in demand 
from the US marlcet for forgings during the 
early part of the year under review. The latter 
part of the year, however, wimeued an 
iiieieaaliig tread in demand. The company 
farther consolidated its position in 
imenutionat markets such as UK, Mexico, 
Korea and Jspan. A m^or couiract invol ving 
tuppiyofiix-cylinderctankrhaftstoalearfing 
Ja ptaieae commercial vehicle manufacturer 
was also finalised. 

Despite the fact that the company’s 
earnings per share foU from Rs 12.6 IM year 
to Rs 3.4, it maintained the dividend rate at 
last year's level of 40 per cent. With the 
eomp ty (tipping into itt rewrves in order 
to (Sstiibure dividend, book value foil from 
Rs 10I.S per share to Rs 100.3 per share. 

The company’s products - forgings snd 
crankshafts - carer to virtually the entire 
a utomotive indurtry-lnorderto better tervioe 
the industiy. the company is setting up 
manufacturing facilities (or machined 
enukshafts. The plant whicb will have a 
capacity of 1 JOXioo unitt per annum and 
is esthnaied to cost around Rs 76 crore, is 
expected to commence commercial 
ptodnetioa in the cunem year, 1997-98. 

Btant Forge is also setting up a plant 
for the manufieeturo of foigingi in Bine. The 
pbetnfiich is expected to com around Rs 156 
crore, will have a capacity to manufacture 


38.000 tonnes per annum. Commercial 
production at this plant is expected to com¬ 
mence in ihe first quarter of 1999. In order 
to improve its presence in the small forgings 
segm^tbecompanyalioobtained technical 
know-how for the manufacture of the 
some from Metalart Corporation, Japan. Fto- 
duction of these small forgings has already 
commenced since April 1997. 

Meanwhile, the company’s share price 
rules at around Rs 64 on the boiiraes, 
discounting in 1996-97 earnings per share 
by 18.8 times. 

CHEMPLAST SANMAR 

Corporate Restructuring 

Chemplast Sanmsr, the flagship company of 
the Chennai-based Sanmar group, is engi^ 
in three mt^businestes - (jdomhemicalt, 
shipping and textiles. 

The company saw a (hastic 48.3 per cent 
fall in net profit during 1996-97 on an 18.7 
per cent increase in net sales sitd value of 
production. While increased operating 
expenses restricted the increase in operating 
pr^rito9.1 per cent over the previous year, 
steep increases in inteiut (up S7.9 per cent) 
■nd depreciation provision (up47.S percent) 
led to a sharp fall in the company’s 
battamiine. 

Witheamingspershare falling from Rs 32 
to Rs 9.3, the company slashed its (tividend 
rate from 40 per cem to 25 per cent. Book 
value fell from Rs 131.3 per share to Ri 85.5 
per share due to the increase in e(|uity capital 
from Rs 21.1 crore to Rs 35.2 crore di^ng 
the year under review. 

The company now proposes to manage its 
three businesses through separate conqw- 
nies in Older to create a focus^ business for 
each company. This, it claims, will help it 
to raise funds more easily. With five hulk 
carriers and Uueeproduct carriers, CTiemplast 
has already become the third largest 
player in the shipping business after (^eat 
Bartem Shipping 1 ^ Easar Shipping. During 
1996-97, die conqnoy’s shipping buslaess 
alone coMiibiited around Rs M crore to its 
total turn^jirer. Consequently, it feels that 
spinning off this (tiviskm into a sepmate 
com pan y will help ftiture growth in tMs 
segmenu 

Chemplmt's Rs 340crore export-arienied 
textile pretject for iphuuDg, knitting nd 
pnoesiini near Chemuri it also beiiig imide- 
mented ttnugh a lubtidiafy. Tbeoompny 
plans to fotge n aUianoe with Marubeni (if 
JifMn in ordertohove tie-ups wWicompanies 
fai the US and holy. 

With the Slock market In a state of 
depression, the company bat been mtobie to 


qipToacb tharehoidera whh a premium iuue, 
^ in order to avail of fhunce, Chemplax 
hat deckled to raise fiinds through sub¬ 
sidiaries, in which it will retain 51 per cent 
holding. ITie balance 49 per cent will be 
raited through private placement of equity: 
shmes at a premium of around Rs SO pet 
share. 

’The company claims that it has no iiuen. 
tkm of getting out of any of ki present 
businesses because of the advantages of 
dtvenificatiofl. Also, in the wake of ibe 
liherslisation process, import duties on iii 
traditional butineu of PVC, caustic sodi 
and solvents have been slashed from too 
per cent to a mere 23 per cent, resulting n 
its inability to compM internationsily 
Cuncntly, the PVC market has turned sat 
with margins coming under pressure duea 
the firming up of international prices of Ik 

feedarock. EDC, and the domestic prices of 
molasses and alcohol also going up. In lu 
the company will be aUe to compete »iii 
domestic manufacturers like ITCL ik 
Reliance only if it sets up a huge capacity 
of around I.S lakh tonnes near Ihe cuiual 
belt. However, this is expected to cost i 
formidable Rs 1,000 crore. I 

The company’s stock currently quotes i 
around Rs 26 on the Bombay Stock Exchanp. 
discounting its 1996-97 earnings per shm 
by 2.8 times. 

DEEPAK FERTILISERS 

Higher Output 

After achieving a turnaround in the last m 
years, 1994-95 and 1995-96, Deepi 
Pcftilisen saw its bollomline fall by 12.9pi 
cent during 1996-97. Tliit was despite a & 
per cent rise in net sales and a 13.7 per ce 
increase in value of production over i 
previous year. In fttot, the company's ops 
ting profit too increased by 11 .3 per ct 
duringihe yearunder review. Huther, intot 
anddepteciation charges incieased by a n 
4.7 per cent and 6.1 per cent, teipeciivt 
The main factor that led to Che compai! 
poor net figure was the large prior pm 
expendihtre of Rs 7.7 crore charged toi 
profit and loss account during the year 

While eainin|s per share fen from Rr 
to Rs 3.7, the GOfflpaiiy's book value impn’’ 

from Rs 25.3 per share to Rs 29 2 

share. As in the previous year, the comp 

Mled to declare my divkieiid to its eq 
ihareholden. 

The year saw die oompsny uxkI' ' 

bigte hi terms of output and capacity r 
sii^ While capac^ utHisaiiori 
methanol pint improved ftom 87 per 
to 92 per cent, that of ibe ahunonia | 
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Indlcetefi 

Bharat Pane 

ChaawliaS 

-- 

DMuakPhttifacra 

1997 

Masth 

1996 

March 

1997 

iiardi 

1996 

hfmdi 

1997 

hlaich 

1996 

i;;^<inw(apiirapriaUani 

1 Neiialet 

51724 

43422 

45102 

37997 

29299 

27493 

2 Value of prodoctiew 

51633 

43281 

44059 

37110 

30805 

27099 

3 Other Income 

1030 

698 

878 

1430 

519 

579 

4 Tiaul imiomt 

52613 

4.3979 

44937 

38540 

31324 

27678 

5 Riw iMterials/itbies and 
ipaies coesamed 

23829 

20342 

3977 

5249 

12676 

11175 

6 Other mawifactniag cxpeniet 

7847 

5255 

15050 

12788 

2139 

1581 

7 Remnoenlioa to enployvea 

4008 

3470 

4563 

3538 

1685 

1500 

8 Other expenses 

3807 

3638 

671,3 

3383 

4472 

4134 

9 OpenUutg profit 

13194 

11054 

12634 

11512 

10352 

9289 

0 Interest 

3126 

4382 

5304 

3359 

3823 

3653 

1 Gnus profit 

4381 

6832 

7466 

9637 

5773 

5663 

2 Uepiccialioii 

2085 

1764 

3411 

2312 

2455 

2314 

3 Pnfil tnfore tax 

2137 

3080 

4055 

7325 

3315 

3348 

4 Tax provision ' 

565 

NA 

521 

495 

399 

NA 

3 Profit afier tax 

1372 

5080 

3534 

6830 

2916 

3348 

i Utvideods 

1772 

1788 

1129 

883 

135 

NA 

t Rdamed profit 

-200 

3292 

2405 

5947 

2781 

3348 

labUiHcshiiMtt 

) Pliid-iq> caplial 

4968 

7678 

5268 

. 86-1 

7470 

7470 

I Reserves and tuipln 

34027 

33367 

26563 

25654 

14348 

11306 

> Long-ienn hmu 

33134 

29100 

48266 

33913 

24199 

26360 

Shoit-tetm kwBS 

10807 

6967 

NA 

NA 

213 

2221 

Of which bank bonowinp 

8301 

4988 

NA 

NA 

213 

2221 

Gross fixed aiaeU 

37633 

33985 

68848 

47026 

52074 

51406 

Acvvinnlated depieciatioa 

13296 

11082 

13771 

10373 

14697 

1223 

Inveolorief 

9497 

8910 

3510 

3791 

5862 

4473 

Tmal aiseia/liabilities 

96673 

89181 

85487 

67494 

54729 

5S880 

bcdlaiieaus Umm 

Excise duty 

6611 

5336 

7841 

7269 

NA 

NA 

Gross value srided 

9147 

14478 

17177 

16916 

103.59 

10568 

Tiual foreign exchmage income 

5074 

52.30 

33 

71 

122 

167 

> Total fmeigii exchaafc outgo 

3593 

3467 

6103 

6296 

6516 

7073 

M fluandai nad perftnanure ralioa 

1 Turnover ratio 

■ (tales to total atseu)(%) .33.50 

48.69 

52.76 

56.30 

53,53 

49.20 

■ Sales to total oet assets (%) 

62,37 

55.09 

56 31 

59.91 

63.37 

58.05 

Gross valoe added to 
pmss fixed aneu (%) 

24.31 

42.60 

24.95 

35.97 

19.89 

20..56 

Return on lavestmeal 
(gross profH to lou] asseu) (%) 

4..53 

7 68 

8.73 

14 28 

10 55 

1013 

Grass profit 10 aalcs 
(gross margin) (%) 

8.47 

1.5.78 

16.55 

25.36 

19.70 

20.60 

Operating profit to sales (*) 

25.51 

25 46 

28.01 

30.48 

33.33 

33.78 

ProfM before ux 10 sates (%) 

4 13 

11.70 

8.99 

19.28 

11.31 

12 18 

fax provision to 
profit before ux (%) 

26.44 

NA 

12.85 

6.76 

12.04 

NA 

■Wit after lax to new worth 
(letura on equity) (») 

4.03 

12.29 

11.10 

23.14 

13.37 

17.83 

Dividend (%) 

40.00 

40.00 

25.00 

40.00 

NA 

NA 

Bammg per share (Jts) 

3.41 

12.59 

9.34 

31.96 

3.72 

4.57 

book valae per riuR (Rs) 

100.31 

101.54 

85 31 

131.53 

29.21 

25 45 

E/E ratio 

18,77 

12.36 

2.78 

4.07 

2.53 

241 

'^^iu.eqoity ratio 
(adjusted far luvahMlion) («) 

84.97 

70.38 

151 63 

114.90 

110.91 

140.39 

^bort^etn haak borrow tags 

10 ioveaiarias (%) 

87.41 

55.98 

NA 

NA 

.3.63 

49.65 

oedison 10 
»M*y«W»ors (%) 

.57.84 

72.83 

43,77 

68.08 

77.1'* 

44 76 

Tuul lenauwratiuu le amployeei 
Jo|nttvahMaddid<«) 

43.82 

23.97 

26.56 

20.92 

16.27 

14.19 

rrmuMiMiun (0 tmployeci 
lovilieofpwdacMoaW) 

7.76 

8.02 

10.36 

9.53 

5.47 

5.54 

^ -«fiMilaiMUfanM(kai(») 

10.73 

21 41 

46.40 

76 17 

1.30 

8.55 

urowth in brrauiiiiiai (%) 

6.59 

9.M 

-7.41 

-19.03 

31.05 

28.87 


increasedfimm 101 percent(o 111 percent 
Consequently, pwdnclion of ammonia nrie 
from 91300 metric lonoet (mt) to 99300 
mtaiKl that of methanol went opfrom 86.700 
mi last year to 92300 mt The encouraging 
performance of the metlunoi plant has to be 
viewed in the light of the Out that it had to 
operate on limited load mainly on account 
of the persisting pfoUems with the catafjrst 
supplied by ICI, UK. 

Following the esiabHahment of a brand 
preference (Mahadhan) forits ANPfertUtaer. 
the company increased prodnetian of the 
same from 1,45,300 mt to 1.61300 mt, 
represetuingantncieateof 11.1 per cent tt 
claims that production would have been 
higher but for the erratic supply of ammonia 
from Its [dant In fact, the comfMny hod to 
outsource a part of iu ammonia icqu ii ement 

While production of Ammonium Nitiale 
(AN) increased from 50300 mt to 35300 
mt, that of Dilute Nitric Add (DNA) nee 
from 135300 rnttol.TI^OOrauHieineieiBe 
in AN production was as a resnh of modlfi- 
cations carried out in the AN plant emfier. 
On the Other haixl. the production of DNA. 
though hitter, was still below rated capacity. 

A major s etb a ck for the company nn tte 
sales from has been the slashing (rfeastame 
duty on methanol to 10 per cent This was 
despite the fuct Oat gas prices in India an 
mu^ higher than in the competing MkhDo- 
East/South-East Asian ooimines: and IhM 
planu in India have been act up at 83 per 
cem customs duty on project tanpom nad 
that too at high interest costs. Co ns eq uea tly, 
prices of methanol conlinne to be under 
severe pressure. On the ANP front too, price 
realisation continues to be below ftdl coat 
coverage due to the continued partial 
decon'iTol policy, coupled with ml hoc 
subsidisation. 

Deepak Fertilisers now pleat to 
debottleneck the Ammonie-ANP feniUmr 
planu in order to augment their es pn ei tie t 
and 10 bring down the cost per tonne. While 
the ministry of chemkds and fertiHten fam 
already lecommended tite requhemeet of 
additional natural gas. the co mpany is now 
awaiting approval from the ntiitiitry of 
petrokum. 

In order to provide an enbufed baeket of 
products to die fanners ri a single wmdow, 
the company risQ plans to addhidk fcitilisen 
as well as specialised agio produois and 
services to iu poftfolia It hm abenity added 
other bulk feniliscn such as urea and DAP 
(sourced from domestic m wdl as htiar- 
nalional iiimlirnl m It 11 sir 1 wsl ilnigadlnn 
netwoik, in edditian to other agio inpMs 
such as seeds, micramrtrients mi eaUd 
soluble fertilisers for the drip Mgation 
tegmenu. 

The company's share cuneatly qpoiei ■ 
around Rs 9.5, discounting its 199fr47 
earnings per share by 2.6 times 
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RANDOM REFLECTIONS 


Is History about to Repeat Itself? 

AmGtaiMh 


The ‘puzzling failure of economics’ highlighted by The Economist. 
London, in a recent lead article fleets essentially the underlying 
failure of the capitalist system. And since the socialist model of the 
USSR, model 1917, has also proved to be a failure, perhaps we are 
heading, after yet another crisis, for a revival of the 'welfare state’ 
and each nation-state seeking its own pattern of economic 
development. 


WRITING at a time when the financial 
experts are warily comparing the gyrations 
in stock markets around the world with tte 
Black Monday of 1987, one is reminded of 
the cyclical nature not only of human tastes 

- a /a the length of ladies skirts - but also 
of human belieft. A bare few weeks back, the 
lead article in The Economist (August 23) 
talked of ‘the puzzling failure of economict'. 
The article went on to conclude, “This is not 
a failure of economics, i n fact, but of modern 
(one might say Samuelsonian) economics". 
(Shouldn't The Economist have cotxleiTUied 
John Maynard Keynes instead? Since il goes 
on to add that "Smith's Vfeaiih of Nations 
conveyed this sense that the market, for alt 
lu ‘failutes’, is a marvel'7 But then, Keynes 
today is passe; Samuelton is still around and 
kicking.) 

Contrast The Economist view with the 
forebodings of Arthur Schlesinger, Jr in the 
Foreign Affitirs of SeptenAier-Octt^fei 1997, 
In the lead article'Has Denxrcracy a Future?' 
Schlesinger discusses some of his deep 
concemsinregardtothefuture. "Democracy 
is impossible without private ownership 
because private property - resources beyond 
the arbitrary te^ of the state - provides 
the only secure basis for political opposition 
and political freedom. But the capitalist 
market it no guarantee of democracy, as 
Deng Xiaoping, Lee Kuan Yew, Pirmochet, 
and Franco, not to mention Hitler and 
Mussolini, have demonstrated. Democracy 
requires capitalism, but capitalism does not 
require democracy..." Schlesinger goes on 
to coiKlude: “The Computer Re^ution 
offers wondrous new pouibilities for creative 
destruction. One goal of capitalist cremivity 
it the giobalitedeconomy. One- unplanned 

- candidate for capitalist destruction is the 
nation-state, the traditioDal site of democracy 
...Cyberspace is beyond naiiotiai control. No 
anihorities exist to provide international 
control. Where is democracy now?" 

One is deliberately combining (and 
identifying) the views of The Economist 
wM (hose of Schlesinger. For, Sdilerir^ 
hat categorically stated that "capitalism has 
proved itself the supreme engine of 
inDovation, production mddlitribiition. But 
its method ... is that Joseph Schunveter 
cafled ’creative destruction’.” Alas, nobody 


seems to attach any importance to 
Schumpeter's last great work. 

Three important questions arise, and have 
in fact been left unanswered. Rrst, to begin 
with, private property is defined u property 
beyond the oHtitrary reach of the state; btn 
the nature of the arbittariness - or, for 
instance, at what stage or level the powers 
of the stale become‘arbitraryhas not been 
precisely defined. Perhaps the comparison 
is between social ownership and private 
ownership of ail property; an interr^iate 
mix is not even coniideticd a possibility. 
(After all.lheKeyncHaD-ornow,the Satnuel- 
sonian - solution of an economy maruged 
and controlled by the state is now a worn out 
idea.) As per The Economist, "the biggest 
economic-pol icy mistake of the past 50 years, 
in rich and poor countries alike, has been 
and still is toexpect too much of government... 
Amazing, it truly is, that all these worken, 
firms and households, acting without visible 
co-ordination and guided mainly by self- 
interest, numage to produce such extra¬ 
ordinarily beneficial results." 

So, we reitetate the first question: at what 
stage (or level) lines the intervention of the 
state (in the economy) become arbitrary? 
For, law and order must be maintained; a^ 
even to maintain law and order, the state has 
to use 'force*; indeed, some may complain 
that force is us^ (under the capitalist system) 
tomatnuintheslatusquoinT^ardtoptr^ietty 
and social relations. (Did not Schlesinger 
emphasise that “the capitalist market is no 
guarantee of democracy .. capitalism does 
not require democracy..,"?) True, the 
capatalist system, and 'innovation' and 
Schumpeterian 'creative destruction’ have 
doubtleu letUin the past two and a half 
centuries, to unprecedented, in fact 
unimagituibie, economic growth around the 
world. But, quite apart from the problenu 
poaed by cyberspooe, the long-term problem 
that arises in thii context is: who is going 
to ensure the managaneni of the ‘envifoii- 
ment‘7 And the use of scarce, exluaistibie 
resources of the planet? Even if we drscount 
the latter proMm - for adence may yet 
discover energy louncs which may mdre 
no demand on fossil fuels, and invent 
materials which would tfmilatly cut back on 
the use of minerals - Che mere growth of the 


world population which Ison the c a rds tod a y 
is likely to make unsustainable demands on 
the environment, under a system wherein 
only the individual idf'interest of‘^ivotken, 
firms, households” determiaes the pattern of 
production and the use of this pianet’s 
resources. Meanwhile, even at we write, in 
an international arms fair in Bangkok the 
arms merchants of the developed world ate 
displaying (and canvasiing) the latest 
traaponry now on offer to the devdoping 
countries, with the latter’s top generals in 
attendance, carefully examining their own 
preparedness vis-a-vis what othCT countries 
may be able to acquire from the international 
'arms market’. The extant system has 
certainly been useful to the manufacturers 
and dealers of weapons of mau desoniction 
in the developed countries. And talk of 
nuclear non-p^iferathHi is sheer humbug 
today, in the context of the I Blest deal between 
the US and China, following the state visit 
of president Jiang Zemin to the US. 

There is an even more important issue, 
which leads on to the second basic question 
that arises in the present context. As 
Schlesinger has correctly pointed out, 'the 
Computer Revolution offers wondrous new 
possibilities forcreativedestruction”. Inciher 
words, the future changes in technology 
would increasingly make for leu and less 
demand for human labour, the computerised 
numerically controlled (CNQ equipmeM 
would take over the work of all ‘blue collar 
workers’. In the past, technologicd develop¬ 
ments drastically reduced the manpower 
required on the farm: in ftiture, the oompuier 
revolution would similarly reduce the 
manpower required in the factory. 

The simple issue that arises in this content 
is; how will trxtiety distribute the locitd 
product among all mettobers of society? 
Would we gradually reduce the woikiitg 
week from five to four, to three, to two and 
may be eventually one day every wedi? 

Sotrial security - an rnnovatkin t>f economills 
in the post-second war world - is now under 

attack. With the increasing longevity ot 
people (u a result of 'developnient'). the j 
percentage of'retired people'-non-worheo 
who have to be supported by workers - is 
likely to incteasc dramatically over the next 

25(30years. What is the pattern of ecrmomlc 

organisatton, of thstribuion of the social 
product that the oqaitalist system Is lihdy 

to evrtive? (Imleed. this if wfam Schlesinger 

is horribiy wrong; capitalism hu. indeed, 
"proved to be the supreme engine of i iw 
tion, pfoduction" but nor of distribution.) 

Inietroipect.theongolngaeO'IiiiperinlisiD 

(ihnu^ the IMF/World Bank imposed 

ttructuiilacyuitineat policies on devcioptiil 

countries, and through the ¥(TO and oihtf 
fon wherein the developed coamries sit 
likely to lay down poHcfea) is unlikely m 
lasL Well may Arthur Schfesiiiger hope 
‘international oomroT pver Ae activities a 
indivldualt and coiporatioaa In the ets <■ 


-—■* skAiMni wmUv Daot ibef b, l?^ 



ybefipiwe; mtody Menu to f«diw thtf the 
in mmn nUcd dominance of the is 

nconibtnit with > viable future of the worid. 
n any cate, in ftmue. oppotition to the 
leiemony of the 0-7 countriet may be 
^pected to ciyitalliie. Anyhow, the 21st 
xntuiy Hems, at of today, to belong to the 
’ar East. In fact, even within the G-7 
XNintiies. the EMU - the tingle cunency 
nooted ^ 1999 - it likely to introduce 
ininaiiageable fittures among the members 
the European Economic Community. 
Sweden has already announced that it is 
going to stay out; and the UK hat obviously 
decided to watch from the lidelinei for a few 
yean, and tee what emerges. It is certainly 
difncult to imagine a tingle cunency for 
Spain and Portugal on the one hand and 
Germany on the other, the unemployed in 
Spain and Portugal are likely to revolt. Indeed, 
it is difficult to see bow French farmers 
would react over lime; and that type of 
dissent may nipiure not only the Euro but. 
to an extent, even the Einopean Union. 
Between the west Europeans and the US, the 
race for the emerging market in China could 
only strengthen China, If It plays its cards 
well, at intleed it hat (tone so far. Tensions 
between the Imperial countriet - such as 
esisled between, say, 1870 and 1914-could 
increase rather than abate; and the likely 
garners are likely to be the Newly Industria¬ 
lising Countries. China's rapid ascendaiKy 
may be expected, in the next century, to 
dilute the hegemony of the US. World politics 
may yet take strange turns in the coming 
century. 

But the idsove amounts to little more than 
crystal ball gazing. Yet, the poim to emphasise 
ts that the world, in the 21si century, is 
unlikely to be free from the icnsiotts and 
criKs that characterised the 20th century. 

We come to the last of the three rpteslions 
that arise. Schiesinger bemoans the fact that 
“no authorities exist (today] to provide 
international conuol”. 'This is only paitially 
correct. The developed countries are, in fact. 
In the process of cobbling together a set of 
international control mechanisms which are 
all one-way, pace the IMF, the Worid Bank, 
the WTO (of late), the IAEA and now the 
nuclear test ban treaty which does nor require 
the countries which poaieas a nuclear arsenal 
to destroy the same. 

One (uncharitable) interpretation of 
Schiesinger is that he wants more and more 
of such international agreements and 
oUigaiiont which are all dominated, in fact 
controlled, by the 0-7 coumries. This it 
perhaps not surprising; after all. he was one 
of ‘the best and the bri^ttesi' brains of the 
Camelol era' who (collectively) drove the 
US to active engagement in (he Vietnam war 
(chronicled by David Halbersiam in TV 
Beti ami ike Brightest, Randon House, 
NY, 1969). But, pnhaps it were best to leave 
^ indi viduala and to focus on Mitory. The 
"Woty of the Vietnam war is best eapiatned 
j^storical perspective by BariMtalWlHnan 
^MarckefFolty, Ballantifie Books. NY. 
'BM) who hasenqihasited Um ‘'ignorance 


was not a ftKtor in the Ameticu endeavour 
in Vietnani pursued tbnxvh five successive 
presidencies, although it was to become an 
excuse”. But we really need to look at history 
in a wider canvas; it is totally imnecessary 
to generalise from one sordid eventin history 
Eric Hobsbawm in The Age of Extremes 
(Pamheon Books. New York. 1994) gives 
12 (importam) people's view of the 2()lh 
century (which he has chosen to compress 
imo the period 1914 to 1991). Let us cite 
four of these, briefly. Isaiah Berlin (philo¬ 
sopher) rememben it “only as the most 
terrible century in western histoiy”. Yahudi 
Menuhin (musician) says this ^t raised the 
greatest hopes ever conceived by humanity, 
anddestroyed all illusions andid^s”. Severo 
Ochoa (scientist) feels that *1he most funda¬ 
mental thing is the iHogtess of science, which 
has been truly extraordinary”. Finally. Leo 
Valiani (historian) pronounces that ”our 
century demonstrates that the victory of the 
ideals of justice and equality is always ephe¬ 
meral, but also that, if we manage to preserve 
history, we can always start all over again". 

It is not the purpose of this essay to either 
review or to paraphrase Hobsbawm. But we 
have suggesUxlthat (he next centuty is likely 
10 be not much different from the one now 
drawing to a close; and it is difTicult to resist 
the temptation of quoting briefly from 
Hobsbawm's iiUroductofy bird's-eye view 
of the 20th century (in Age of Extremes): 

... the Hist world war., .marked the breakdown 
of the [western] civitisatioii of (he 19th 
century. This civilisstion was capitalist in 
ill economy; liberal in iia legal and consti¬ 
tutional s(nKture...gloryiiig in the advance 
of science, knowledge and education, 
matenal and moral progtess...Tbe decades 
from the outbreak of the first world war to 
(he aftermath of the second was an Age of 
Catastrophe for (his iociety...a worid eco¬ 
nomic crisis...brought down even the 
strongest capiulist economica to their knees 
...as fascism and its satellite authoritarian 
movemenu and regimes advanced. 

Only the temporary and biiam ailiance 
of lihent capital ism and communism in self- 
defence against this chaileager saved demo¬ 
cracy, for the victory over Hitler's Gernuny 
was essentially won...by the Red Army... 

And yet, as we can now see m retrospect 
the strength of the global aocialin chaHeage 
to capitalism was that of the weaknest of 
iUopponeni...inthe l980i,iocialistBulgHia 
and non-socialist Ecoa^ bad more in 
common than eithet bad with the Bulgmia 
or Ecuador of 1939. 

This essay is already burdened with too 
many (pwtaiions fnimothers. Yet Hobabnwm 
is a reminder, i f we need one. of Leo Valiani' s 
pronouncemem (hat "the victory of the ideals 
of justice and equality is always ephcm et al". 

WtM, then, do we esnehide from TV 
firononusr’isweepmgdiumtsalof'Samuel- 
sonim economia'. or from Anhur Sclile- 
slnger’s desperation that "cyberspace it 
bejmnd national oonlior? indeed ScMesh^ 
accepts that capitalism does poae a dilemma 
inthattlie'vatnn’thatconservaiivesdierlsh. 
"stability, morality, family, community. 


work, diiripHiia. delayed gtatificatioa”, dll 
of these ndues haw been swept away by 
modem capitdim, and that die present worid 
i.s characteriaed by the "glitter of the market 
place, the greed, the ahort-termism, (be 
exploitation of prurient appetites, the ease 
of fraud, the dcvil-take-thp-hipdniostethoi". 

How IS it that the best and the brighieat 
amongst us cannot tranaoend their back¬ 
ground, cannot trice a really hirioricri view 
of world de velopmeatf 7 One ean undentand 
TV fconomXir’sviewpaint; after aU, for the' 
financial media, the ‘market’ - meaning, 
today.thefinancirimaricet-lsoflbcetaaioe; 
its pfedominamteadership.itaclientele today 
consists of (he banker, the broker and all the 
other jangers-onindielongchainoffininriri 
inienhediaries. 

Y et, these are the opinian-maken of today, 
and no matter that the recent gyraliaas In 
the slock markets around the world are now 
being watched (and monitored) by all central 
bankcrs;no matter that all responriMepeople 
keep saymg that (he present is no paiaU 
to the Black Monday of 1987; the swfld of 
capitalism would keep torching ftoni one 
crisis to another becniae of die inh ewa t 
contradicrioo in the IMF/Worid Baric/WTO 
ideology; worid demand just cannot keep 
pace with worid capacity for production 
indefinitely under a system of unmmnidled 
free ente^se. Even the exploitaiian of the 
resources o'the developing countries can at 
best be a slKitt-ienn palUad ve. Eaviraanientri 
problems would take over. In Rnnia, already 
the mafta has taken over the econo ray . met 
the market of Joseph S cInii Mp eaer . In toe era 
of cyberspace, the extant dondnanoe of toe 
G-7 countries may risobetnonieaLOaatniy 
lotheasiertioaaf TVEcoManuxthepHnuk 
of individual self-inMCM (witooiit cOactive 
intervention by some authority) stonily 
c an not ir u nage to take h uma n s ockiyftiriWBl 
in an unendiug spin) of prosperity. 

And. since cyfaenpace has truly c on vened 
the worid into a gItM villa^ SchlrtingBT 
would want to have iiMRiailanri ceemil - 
which today boils down to coei ro l by toe 
G-7 countries - over human eGonamic 
activity. That also is unlikely. 

The “puzzling failure of eoooomke" 
highlighted by TV Ecomomi s t refleoli 
essendrily the underiyittg fritore of toe 
capitalist system. And aince the aodaHsi 
model of the USSR, vintage 1917, haa akm 
proved to bealatlure. perbapawaarehwarti tig, 
after yet another cil^ for a revival of the 
concept of the‘wrifareatiae’.asweU at that 
of each ottioa-itate seekliif itt own pMWn 
of ecoaoniic devdopment with the spread 
of Itnowledge'as die moat iinpQitaaK taifio- 
diem for human dev d opmeeL (And. whan 
we talk of ‘naboo-itatoi’, we mean vdaMt 
niiinn nairr nnifnrtr TQ rimlrrn a wnw dl ) 
as a narion-state. Indeed, a viable nriiOn- 
itairiirmainlyiilrrlytnmiitainn—j—w 
than just one comi mm ity, tho beat oMriiple 
being provided by none other toan toe USJ 

Are we then, at the ton of tot oeamity, 
hlrely to witness anotoer ton in the cyclicri 
proocu of human d e vdopn—17 
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COMMENTARY 


Is Essential Drug List Becoming 
Obsolete? 


MlsIiwaslUnc 

With the increasing privatisation of health care services, the essential 
drug list is rapidly becoming <d>solete. With a large nutnber of new 
drugs flooding the market, practitioners tend to prescribe newer 
substitutes which are high priced. 


THE concept of the Essendal Dntg Llit 
(EDL) WM UKoq>onted in Halhi Conunittee 
Repott way back in 1975. But thcgovcnunent 
of India did not act to evolve EDL. Lately 
it hat fonmilated an EDL, but it has not been 
impiemented it at all. 

Now after 20 yean we have n EU, but 
thedntgsthereofhavtbMieplaoedby newer 
molecules of the iamediup. The government 
if privatising the health and medical lervicca 
aid the public has to depend more and mote 
on the private medicd practitkmen and 
private bospitais where the drugs of BDLare 
not used. Medical practitionen are coerced 
to use the newer subatitutet to old drags of 
EDLThe higherthecofi, the more auccesslid 
if the process of drug promotion. Thus the 
EDL has become obsolete even before it has 
been impleinentetL 

It it weU known tEPW, April 26, 1997, 
870-71) that tingle monopoHstic pharma¬ 
ceutical products are hi|h priced. But even 
ptoducu with conqtetition are high priced. 
The drag companies, intiead of asking a 
price rite for old products, prefer to market 
newermoleculestthigherptioef.Thegovern- 
mere rales and regulationf cannot contnd the 
prices of new intioductioat. This it apparent 
from the following study. 

Drags for heart trouble ree required by a 
majority payticnts for a lifetime. All the 
neiver dnigs are marketed at higher prices. 
Nobody warns to use the older drugs because 
the mamifacturers do not promote the old 
drugs. Besidet the doctors have a tendency 
10 use and prescribe dte newer drags more 
liberally. In some of the products there is 
a variation in prices, but in a mi^ty of 
c as e s t h ere is not nmefa difference. This goes 
to prove that the ermipetition in newer thugs 
dore not control the prices effectively. It is 
paiofully costly to the of cancer pains. The 
dose of Contnnial is 1-2 caps tom hourly. 
Even if we consider the lower dose of one 
capsule four hourly, this will men need six 
capsules a day oozing Rs 36 each. The use 
of bromocri p t i n as a lactation luppiesaot 
is prohibited in all advanced countries. 
Hm it continues as iacialiaa suppressant. 
In rile drags for PSt fcIn s u n s Disease, the 


price of commonly used levodopa catW- 
dopa + combfaialions varies between Rs 29 
toRs 60. 

In the face of increasing resistance to 
existing antibiotics newer antibiotics are 


TASUt: 

CaSOIAC PtOOUCTS 



(Rapass} 

Product 

Maaafactaier 


Ami-anyllimlc: Cainidfaw HO 


Qulnidiiie- 

B WelleoiM 

37.00 

(200nif 10 T) 
O^aidiK 

Inga 

42.00 

(300 mi 10 T) 



DUopyramU* as pkoalUUt 

NMpiet Seatie 


42.05 

(lOOmg lOT) 
Regabeai 

BMdk Sawyer 

59.30 

Ami-lmirttasiw: tmiocin 


Miniprw XL- 
(2.1^ 10 T) 

Pfizer 

42JO 

Praxopcrei 
<2 mg to T) 
NUrmnuassOdt 

Saa Pharma 

37.50 

Prviide (50inf 5 ml) TioiltM 

130.00 

Sonide 

tmei^yamuiAm 

#nBBp^rerepaaw 

Gaffic 

44.tl 

Lorvas <23 mg 10 T)TaR«M 

20.50 

NatriHx 

Tttatacin 

Seidia 

31.47 

Hyitia (img tOT) 
Oiymer 

AMwi 

Cadila Health 

12.50 

82.50 

Teralfa 

Torreai 

75.00 

Terax 

Uaisearch 

75.00 

AMf-migtaaf.' TWmrMzMar 
nav«kxi(20nm IOT)SenSa 

95.70 

Trivedoo 

Amiodawac 

Cipla 

35.00 

AMaroue 

Ahdac 

66.20 

(200a« ion 

Cordanae-X 

Torreat 

r7.20 

Paaarane 

Panacea 

58.63 

HundUamiv.- Gtate BUaba 


BilovM * 

^- 

UinMB RMSMI 

sc 61.63 

(dOnwIOn 

Oail& 

roc 

S9M 

Aasi-MiMgislMU; Sutpseliaasi 


BWhidrinasr (vial) 

tfetfMmdi 

Ftenot 

1700.00 

SMMM 

»- 

nooGW 

19613)0 

UatkmSMOOOn/ 


UUdrefvhd) 

Swam hudans 

4077,87 

Utddaaw 

nw - a* 

3609.90 

UmHaiw 

WhiMedfeM 

3609.90 

UmndBaw 

•me 

3640.00 


OotamKJSamgMXHBiOretih 335.00 
Dobtsica B LHy Ranbaxy 3IU.0D 


floodingllieniatketandihepfioeatbeteof can 
be gpagea only by those who have ft> take 
them. Drag rosm^Ktttien spend excessive 
■mounts on promoliott of coRly andfaioikr 
so that the tumovef incresses lapitRy. And 
chemists are happy selling ctatly products. 

Among the siUi-fludBrials, MeAtquin is 
not easily avaiUUe in the market. The newer 
product Artesunate is being msrketed now 
tnd the total tr es tment cos t comes to Rs 150. 
Quinine is an old drug, but the price has been 
suitably increased 10 that Ihc coat of tre atm eni 
for seven days crenes to Rs ISO.. 

Hormones are other grtwpa of drugs, the 
prices of wldch have regularly increased. 
With the technugue of test-hfee baby, more 
and more drugs to induceovulation are being 
marketed. 





r oae moaih 90 liUoti an needed costing 
.1 IjOOO. Danogen (Denezoie) it indicated 
ir eadometrioiU, and the dote is 200-400 
ig dally fbr Ihfee to six mooilia. Even if we 
ike the lower levels of'200 mg daily for 
veetnonlht, the toud cost will be Rs 2i217. 
ThedoteoftumatripianforinigrainiiSO- 
Omg soon after onset of attack. This works 
ut to Rs 95 per 100 mg tablet. One can 
mmagine whia will be the total cost of 
nigiain treatment. 

Glycagoo is a generic product marketed 
.y Torrent and Knoll, but the price variation 
t very big. The price of Knoll' s is thrice that 
)f Torrent’s. Likewise the price variation 
or cholesterol reducing gemfibrozil is big 
- Rs 38.08 to Rs 94.61. The anti-dia^ic 
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(Kapeti) 


Product 

Msaufacturer 


CycloJtrtsie 



Coxerin 

Macleods 

293.40 

(2S0n«C IOC) 



Cycloriae 

Lupin 

306.20 

Cycloserine 

Panacea 

295.00 

PipepAUip 



Pi|)(acU(2cvial) 

Cyanamid 

186.69 

Pipropee 

FDC 

149.00 

Criixine 

B WeUcome 

509.83 

(lOOmf IOC) 



Toocef (200in( IOC) Toennt 

825 00 

CtfuatiiM 



Cefszid 

Biochem 

10.5.00 

(250mt vial) 



Ceftidia 

Lyka 

95.00 

Portum 

Allenbury 

107.82 

Txxid 

Bergan 

97,00 

Ceftizmint 



Cefizox 

B Wdlcome 

12.3.01 

(SOOna vial) 



Apoeelia 

RallU 

12.3 01 

SisosKjcIm 



Siiop^-SO 

Tau 

32.84 

(SO mg 1 ad) 



Eatanycla 

Fulford 

41.68 

Spoifloxiuip 



Rexpar (200nt| lUT) Raabaxy 

300.00 

Spsrdac 

Alidac 

260.00 

Spstlos 

Sun Pharmn 

257.50 

Toroipsr 

Tortem 

258.00 

Oxfloxacin 



Tarivld (200in| lODH&echl 

250.00 

Ullillox 

Alpine 

230.00 

Zaaocia 

Sunenie 

231.85 

Zidovudine 



Rctmvii(l0Qn« lOT) B Wellcorae 

535.00 

Zidovir 

ClpU 

185.31 

AeycloHr 



AervirDT 

apu 

1.30.00 

(ZOOng IQT) 



Cyclovir 

CndUtHenlih 

184.25 

Herpersx 

Micfonovs 

180.00 

Hei^ 

Tonem 

180.00 

Hevir 

Sol 

100.00 

Lovir 

BB UBy RmRmxy 120.00 

(Xanrir 

roc 

69.00 

Zovttu 

BWeRcome 

153.50 

Khmirip 



'I'larindQOmg toOLaehiU 

213.42 

vuiaidsdOD 

Lnpia 

U3.42 


Oiandcroo trf’SenNa is double the rate of 
Olycigon of Aristo. 

TbM products are also cholesterole 
reducing and we find a big variation from 
Rs 100 to Rs 2ia Chymotrypsln is indicated 
in BMP at iqjectibie for zouulolysit in intra- 
capsularcatatactexttaction.The government 
of India had suggested banning this product. 
But now we find that many brands are 
marketed foroedematutooniBtiont, and some 
of these tike se rr a tiop ep tidase are not even 
accepted by the British National Fairmilary. 
That cleariy means these producu are of 
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(Rupees) 


Product 

Maaufactaret 


Fsldgo (SOmg 10 T) CmIUi HeaUb 

150.00 

Anuoe 

Mewo 

150.00 

Quinine Sulptiale 



P Falci (300nig IQT) Sunir 

45.00 

Quinanol-300 

apU 

49.00 

Quininp 

Inga 

35.00 

Rubrkjiiui 

PCI 

60.05 

TAiis 5: HonMctas 




(Rupees) 

Product 

Manufacturer 


ClomipMtnt (SO mg) 



OmicilelSOrog 10 T) Torrent 

50.90 

Clofen 

Sigma 

53.80 

Clomitrop 

Modi Mundi 



Pharma 

44.40 

FCnomid 

Cipla 

55 40 

Fenoiab 

Biddle Sawyer 

SS.40 

Ovofar 

lafar 

62.60 

Siphene 

Serum Institute 

56 20 

Utsttrolont 



Provironum 

GennMi Remedeal 11.30 

(25iiig lOT) 



Reitore 

Brown and Buikel06.00 

Dunazole 



Danogen 

CipU 

253.30 

(200ing IQT) 



Endometryl 

RXLab 

200.00 

Gonablok 

Win Medicaie 

235.60 

Gynol 

Glotms 

238.30 

Cynnzol 

TDPL 

238.30 

Human Chorioaic gonadotropin 


Chonomoo 

Panacea 

135.00 

(2000 iU 1 amp) 



Chorion 

WiaMedicaR 

207.10 

Feitigyn 

Globus 

140.00 

Gonadotropic 

Modi Mundi 



Pharma 

207 10 

Ovidac 

Alidac 

204.00 

Piofasi 

Seram Imbtase 

260.40 

Pubergen 

Uni Search 

145.25 

TAaLa6: 

AHivtoonAM 




(Rppets) 

Product 

Mamifaduicr 

Sppmtripipp 



Migraun (SOmg lOT) Dnbnr 

550 

Sandaat 

Naleo 

480 

Sandtiea 

SwtPhssnn 

480 




doubtful efficacy. But mom of these are 
highly priced asid com petition has not made 
much differeace. Smatiopeptidase is a 
product of doubtful efficacy hat been shown 
by Bidanzen OBiddle Sawyer) which is 
indicated under the headings: non-steroMal 
anii-infiaroatory drug, expectofaott, sati- 
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(Rtpeuf 


Product 

Maanfictnier 


iMctulose 



Duphalac 

Oaphar 

102.00 

(M7 mg/ml 200ml) 



LivO'Luk 

Panacea- 

108.00 

Unnary inconrinnnee: Fiavnult 


Flavoxale 

Bdeo 

72.00 

(200mg 10 T) 



Unipas 

WatterButlMel 

70.66 

Anil-allergic: Oemastme Fupseratt 


Tavegyl (1 mg 10 T) Saodiu 

41.50 

Tavist 

Wander 



Lonlidine 

57.17 

Lorfast (10 mg 10 T) Cadila Heakb 

36.10 

Londine 

CadiU 

22.20 

Aniifungal' Kelocoppzole 


Funginoc 

Tounat 

49.60 

(2perceM ISg) 



Nirzil 

Ethnor 

48.14 

PbytonI 

Blown and Barire 


MopirociB 

48.53 

Bactrobaa 

SauthKIiae 


(2 percent 5 g) 

Beecahm 

58.30 

T-Bnct 

Glaxo 

S8J0 

Anti-diabetic Cliclazide 


Diabend 

BALPhanaa 

88.00 

<80di| 10 T) 



DiamieTOA 

Serdia 

90.00 

Clizid 

Panacea 

46.(» 

Gtycigoa 

Aristo ClacagMi 

45.00 

Glucngon 

Torrent 

114.98 

(1 mginil vial) 



Clncagon 

Knoll 

320X10 

Viumip D: AtfiscalcM 


Alpha D3 

Biddle Sawyer 

120.00 

(0.25 meg 10 C) 



One Alpha 

Clal 

105.00 

Hepaus-bUigary: Sifymarin 


Levnion 

Browamd Barite 38.00 

(70ii« 10 T) 



Silybon 

Mkro LSbs 

38.00 

Sivylar 

Ranhasy 

36.20 

CMtsitrol RtRpcipg. CetzflbmzR 


GeimiariSaOmg IOC) Cndiia 

T3J14 

Lipigera 

Tide 

65.90 

Upuyl 

NtchoUs 

38.08 

Lopid 

Parice Davis 

94A1 

LMtenri 

Cafic 

60X10 

Normolip 

Saa Phmma 

79 JO 

Tnpid 

Biochna 

3844 

TAnu 8: Lovastatci 




(Rppert) 

Pradua 

Manafactwar 


Aztahn (20mg 10 T) San Phmma 

108.90 

Lestric 

Soins 

atoxn 

Lipisui 

Sewie 

100.00 

Lovaibc 

Cidilaltahb 

12SX» 

Levastal 

Tottens 

120.00 

Recol 

Themis 

100.011 

Rovacor 

Siaacare 

172.00 
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becomiqg ‘(to-cuinnlised piDvlnce’ wMi 
the nigmioD ‘oiiuitlen'. Tliit ii atgutd 
on the buis that the Kerala featival of 
Onan is an ofTicui holiday; ilwgbiar of 
cows U bdDg allowed; temples have been 
n m^ec t ed and ate kiting their name and 
Cane; diete it a disregard for tacted feat! vak 
and finally. local shrines are going banknqx. 
Nonetheless, these cultural aigumenta/ 
discourses are made from withia, but not 
(him without, except that when a reference 
wasAs made to t(ie muldnationais or western 
capital entering in the forms of resorts 
the arguments filter down to ecology, 
environment, and land grabbing ruher than 
culture. 

It is interesting to note that Cnoigis were 
the first to adopt western culture at hmne 
and in their eveiydqt life, thanks to the 
ctdonial administration. The migration of 
large chunk of Coorgli to cities like 
Bangalore, Chennai, Mysore, Mumbai, 
Mugalore has brought treoiendoiu changes 
in thecultural framework. Akind of‘cultural 
implosion' can be seen with modeinity, 
globalisation and the larger market operating 
in Coorg - the growth of sales of cars. TV 
sets, dothes, luxury property, etc. Here lies 
the paradox of Coocgi culture ~ roodetn 
cuhure is superimpoied on tradhiooalism. 
However, the former has not become an 
issue among the Coorgis, neither is it an 
agenda with the KRMM although the 
‘cultural implosion’ has had larger conse- 
ipiences of creating ‘cultural crises’ and 
‘cultufal corruption'. (An illustration of this 
it when a reseancher went to document 
tribal dances in Coorg, and ended up docu¬ 
menting ‘disco dances’.) 

However, the argument of ‘de-culUita- 
liaarkm' from within has also created one 
raocenainiiveof‘de-ethiiicisathin’:thelalter 
hat emerged due to the rnnend m e n t to the 
Land Reforms Act 1993, on the one hand, 
and ‘alienation’ of bereditaty jamma lands 
on the other. Among all the tenurial practices 
or land systems, mainly ‘batamanya’ (lands 
given to brahmins), ‘sarvamanya’ (lands 
given for religious ceremoaiei), 
‘gaudundnli’ (service'inams), ‘umbali’ (for 
meritorious service), ‘math lands' (lands of 
the templet), ‘naianannu' (for the service 
readered) and jamma - jamma lands have 
hiitorically bridged the ethnic identities of 
the Coorgit. Hus is because the jamma lands 
which were given to the Coorgit for the 
service rendered to the state either for 
suppressinf the revolts (1834,1857) or for 
mililaiy service and even for 'Utti chakaii’ 
(service wiihom i tm un cr a t i oo) had some 
specific characteristics: that jamma lands 
oouM not be sold, mortgaged, alienaied or 
flibfet in my way; (he Imd had to be heU 
la ‘vokka’ (joint fiMnily); dud land had to 
be perpetuated and woman could not hold 
the land imiett she provided an ^efficient 


substitute among the male inemben*’of die 
family. The recent amendment to the act has 
allowed the alioiarion of jamma lands (after 
gettingtheconsentofaUihefamilyiiiem^). 
The Madikeri DedarMion itatea; ‘Taking 
advantage of the amendment to the La^ 
, Reforms Act whichcame Into effect in 1993 
the offioen have become puppets in the 
hands ofdie‘resort roafia'indhavecoaveited 
extensive agricultural lands of Cooig for 
non-agricultural purposes. Because of this 
about 60 per cent of the plantation of the 
Coorg are now the property of the Keralites, 
chettiars, of marwadis of north India", *7110 
original inhabitants of the Coorg are 
‘endangered speciet’...” However, this ‘de- 
ethnicisation' is not a new phenommnn, it 
started much earlier because of ndgration of 
Coorgis to different places for jobs, for 
seulements, for buying property in distant 
places. 

However, one cannot overlook the 
influence of a larger market in acoentaialing 
the separatist moveroem in Coorg. Coorg 
has emerged as one of (he important centres 
for coffee, thanks to the colonial rulers. But 
the market that the colonialiats created had 
limited space for the planters to opoate 
autonomously. Interestingly (he coffee 
plantations while interlinking plantations 
with the larger market created twoormuldple 
social formations at the grass roou level: on 
(he one side it allowed the operation of 
‘chenguili' or unattached free labour and on 
the other it provided spaces for ‘khayam' 
(permanent labour), ‘bhoomi jammadalu' or 
perpetual bonded labour in the plantation 
economy. Most of the labourers had couk 
from backward castes, including scheduled 
tribes from distant places such as Tmnii 
Nadu, Dakihina Kannada, etc. These days 
Dakshina Kannada labouren are being 
replaced by Tamilians. Overcoming the 
intemalex|4oiiation is not the primary agenda 
of the KRI^, neither is the case of Ranters. 
Planters are concerned about the growing 
demands of the labouring class for 
implemeiiiing labour acts, more wages, fixed 
labour hours, bonus, bousing fadlUies and 
medical facilities. 

Nonetheless, the direct intervention of (he 
planten with the larger global market, in 
which majority are Cooigia, mopUlaa and 
chettiars, couW not bavebeccmeapowibility 
without the polky of free sale (|uota P5Q 
by the IndHaa stale, as pert of llbenlliatioa 
p^icieBdnriogtbe 1990a. Until then market 
aiwellaapricetweredecidedanddetennined 
by the Coffee BoanL With the gtobalnation 
trfcconcmy and FSQ the cowtradictiona have 
tharptaiedbetufeea Cooigia wdnon-Cooigis, 
especially between aelf-defined and non- 
iOn ucniKQ ciwyif iBi, rar cqnmif 
matket and fbr ndahniiig the lost property. 
One cannot deny the fact that these 
cootradiciioni even filter down to 


lower level, maialy agahia tboae who are 
doingpeltybutinettashoielkra,limeft)tiAge 
and timber merchants. 

With the mlly of Noveitiber 21 the firu 
phase of struggle for the statdwod it over 
InCoofg. A letleat^ pnpoaali have been 
adopted for the second phtae - withhoIdiDg 
revenue to the state, non-cooperation, ‘jail 
bfaaro', economic blockage, ‘Dellii and 
Bangalore Chalo' and finally Coorg bandti 
The bnndhofOecember3has reed vedmixeil 
response: in south and loutb-wcsiem Coorg 
the bandh was a success; in the south-east 
and east there was hanOy any retponie. This 
explains and dso exposes the lodal base uf 
the KRMM - those areas where ethnic 
Coorgis who define themselves in terms of 
culture, history, social practices ate in large 
numbers, including those owning jamma 
lands and the plaiileis. This kind of restricted 
bases of the IQIMM will have two kinds oi 
effect; either the movement will fizxle out 
or become marginalised over the years or 
it will provide space for difTcffint fornu of 
c(mflicts-caste,communal,e(hitic,orfascig 

- to emerge in Coorg. Alreaify there are signs 
of conflicts manifesting in different forms 

- peoftie are threatened, and forcibly askn) 
to give donationi, media/newspipers aic 
under threat, businessmen are also receiviog 
threats KRMM is tacitly lending leghimacy 
to these tendertcies in the name of scpanic 
state for Coorgis. 
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PAKISTAN 

Women and Law 

Udw lUunaikatluui 


An inevitable consequence of the manufacture of morality by the 
state and its engineering by statute is the power bestowed on the law- 
enforcmg agencies, specifically the police, and the legitimation of the 
abuse of this power. The Pakistan experience offers an illustration of 
this aspect of the law. 


AN inquiry into (he position of women in 
society seems inevitably to acquire a 
vocabulary which itself highlights the 
hyperbolic reality of women's oppression, 
exclusion and inequality. Among the forces 
at work in maintaining, reinforcing, even 
aggravating this suuus, is law. Legislation, 
particularly, may have this effect, with its 
potential toamstruct, and propagate, biases, 
and with its capacity to recreate morality and 
norms of permissible conduct The Pakistan 
experience, as documented in the Keport of 
the Commission of InquiryforWomen{\W7)‘ 
offen an illustration of this aspectof the law. 

The laws made during the manial law 
regime, including the Hudood Ordinances. 
1979 [Offences against Properry (Enforce¬ 
ment of Hudood) Ordinance 1997, Offence 
nfZina(EnforcementofHudood)Ordinancc 
1979,(Wence ofQazf (Enforcememof Hadd) 
Ordinance 1979, Prohibition (Enforcement 
of Hadd) Oder 1979 and Execution of the 
Punishment ofWhippingOrdinances 1979), 
provoked a private member to move a bill 
for the setting up of commission of inquiry 
(Col), since he felt that the laws were “highly 
unfair to women” (p iv). The Col went to its 
task with an acute awareness of a history of 
neglect of reports of earlier commissions on 
the position of women; the recommenda¬ 
tions of the Commission on Marriage and 
Family Laws set up in 1955, the Pakisum 
Women's Rights Committee set up in 1975 
and the Pakistan Commission on the Status 
ofWomensetupin 1982 havelain unattended 
over the years. 

The narration in the Report about the Zina 
Ordinance is replete with instances of (he 
victimising of women through the use of 
law. Zina, in translation, refers to adultery 
with orwithout the complicity ofthe woman. 
It is illegal or impermluible conduct without 
moral sanctioo. Prior to the Zina Ordinutce, 
ona was a crime in the form of adultery. The 
punishment was five years imprisonment or 
a fine or a combination of these (wo puniih- 
menis. Complaints could be made only by 
the husband of the woman who was in the 
odulteious relationship, and women could 
not be punished under this law: the Report 
Kes in (Ms definition of the crime and the 

* Report of the Commisskm of Inquiry for 
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offender an implicit assumption of the early 
law-maker (the Penal Codeis of 1860 vintage I 
that women were seldom in control of their 
lives and actions - and the Col implicitly 
endorses this assumption. Also, the possi¬ 
bility of criminal liability of a woman would 
widen the chances of victimisation. Besides, 
it was perhaps thought that making it an 
offence for a woman to be in a relationship 
which was defined as being adulterous would 
reinforce traditional rules and numis and 
inhibit women even further. The offence was 
compoundable; to this extent it was recog¬ 
nised as being a private wrong. And it was 
bailable. In 1979, the Zina Ordinance was 
promulgated and. the Report records, a lot 
has changed for women in terms of victimi¬ 
sation, and the criiiiinaiUalion of conduct 
that parents, police, husbands and others see 
as offensive has been witnessed. 

The iccrearioo of the offence in 1979 
appears to have infused the offence with a 
relevance, and the law enforcers with an 
agcndarrfmorality. In the prc-Zina Ordinance 
period, the Report says, them were only a 
handful of reported cases of adultery (p 66l. 
No sooner did the law included the woman 
as a potential offender than the allegations 
of zina ran into thousands. Data collected 
by the Col throws up startling figures. In a 
women's police station in Karachi. 80 per 
cent of the cases registered were under ihi.s 
law. Most FIRs were found to have been 
filed by the women's families. Parenis 
resorted to Ihislaw when daughters married 
against their-theparenis'-desires Estrange¬ 
ment led husbands do accuse wives of zina 
In one reported case, it was the hirth of a 
female child which prompted the allegation. 
The victim of rape is caught in a no-wm 
siluation: if she reports the rape, she faces 
the threat of being accused of zma; if she 
does not, a pregnancy resulting from the rape 
may bring the charge against her anyway. 

An inevitable consequence of this manu¬ 
facture of moraliiy by the state and its engi¬ 
neering by sUlulc is the power that is 
bestowed on the law-enforoing agencies, 
specifically the police, and ihe legitimation 
of the abuse of this power. The burden is 
home, disproponiomuely, by those who are 
not “wealthy or privileged'' (p 71), leinfureing 
the class system wiihin women. 

The inordinately high level of acquittals, 
preceded by the incarceration of women as 


undertiiaU has made the discriminatory mui 
victimising nature of this law pardcnlaiiy 
pronounced Attributing the ‘bloai(iiig)’ of 
the populatkm of women in prisons to the 
police's easy resort tu the Hudood Laws 
(p 101), and adverting to the paltry number 
Ilf convictions handed down by the trial 
couits (p 66), (he Report elsewtoe cites a 
former chief justice of Pakistan as saying 
that 95 per cent of all Hudood cases in the 
superior courts have been decided in favour 
of women (p 67). The harassment potential 
of the law then stands proved. 

This experience with die law is instructive. 
There are certain unchanging facets of 
legislated law; that it is the prerogative of 
Ihe state to make law, and the priorities and 
perceptions of the law-maker or of those 
who influence the legislative proceu get 
imported into the law. Where an interest 
group IS unrepresented, or grossly 
underrepresented, law-making may affect 
their n^is without so much as a ^-your- 
leave Where the affected populaboo is 
disempowered politically. scKrially and. 
economically, (he power to grapfde the 

inherent injustice of the law is severely 
limited. Laws invariably empower stale 
agencies. Where the targeted populilion has 
little or no countervailing power, abuse of 
power and use of the power fw coUateral 
purposes more than merely probhUe. 

The attention naturally shilU to women’s 
representation in die institutioni of law¬ 
making The Col has recommended 33 per 
cent icservadcm. and acknowtedgeda gfowing 
consensus in this regard. In the debate on the 
reservation issue in India, the question about 
ihelogicol33percent-whyno(SOper ce«? 
why not any other Hgure, for (hat maner? 
- was often nut satisfactorily answered. One 
explanation offered was that SO per cent 
re"rva(ion being a benchmaik, and 22 per 
cent of the seats being reserved for scheduled 
castes and scheduled tribes, 33 per cem 
reservation for women which socourMed for 
reservation within that quota for SC and ST 
women would keep die total reservalkm 
percentage wiihin 50. The Report offen 
another explanation: 33 per cent it says, "is 
reportedly the proportion tecoromended by 
the UN in all tiers of representation'’ (p 11). 

The probtems of party politics and patty 
control, social oppression preventing women 
from any effective participation, and the 
uucr neglect of irainingof womenforpotilics 
is recognised in the Report ms obstacles to 
the inhabiting of political spaces. The Aepmr 
also refers to political parties or rival 
candkUies mutually agreeing'Twt tokttheir 
women suppotterscomeand vole. Inareoeal 
election, jirga decisions in the neWly 
enfranchise areas of FATA imhed in a 
massive denial of franchise to the 
electorate. Araiouncemenu were matte on 
mosque loudspeakers that voting by women 
was un-lslamic and a woman going to the 
polling station would do so at the peril of 
her house being burnt down. As a (mh, no 
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more than 37 women out of6,600registered 
ones vtAedinJaimud inthe Khyber Agenc/* 
<p 10). It is in this climate that ttw Report 
seeks a solution in reservation. 

Constitutions, while generally employing 
notions of equality aixl non-discriminatioii, 
may make exceptions, and support 
affirnsati VC actions in the interests of special 
groups, including women. Couched in the 
languageof‘special pro visiMis’, the potential 
for n^ative application of these provisions 
is evident in the provisions cited in the 
Report, Aiticle 26 of the Constitution of 
Pakistan provides that no citizen shall be 
discriminated against in tespect of “access 
to places of public entertainment or resoft, 
not intended for religious purposes 
only...only on the ground of race, religion, 
caste, sex, residence or place of biith”. The 
'only' may be construed to mean that the 
factors mentioned, in conjunction with any 
other factor, may permit exclusion. The 
provision also keeps religious places beyond 
the prohibition against discrimination that 
the Constitution otherwise appears to 
promise. Then, there may be ‘special 
provisions', and there is nothing to indicate 
that these provisions have to be afTirmative. 

Again,thecarvingoidafanexception where 
posts or services are reserved for “members 
of either sex” because the “performance of 
duties and functions...cannot be adequately 
performed by members of Che other sex" has 
been opposed in the Report; the Col has 
merely recommended die deletion of the 
word‘adequately'. The proUetn areas spread 
into the fields of education, the separate 
electarate system and gross underrepresen¬ 
tation in, and gender sensitisation of. the 
judiciary, the Report probes, and exposes, 
the myth of ‘{uotection', particularly in the 
context of labour law. 

The law-maker having succumbed to the 
temptation of invoking the sanction of 
religion to justify discriminatory treatment 
of women, and to place such treatment bey ond 
question by mere mortals, the Col has had 
its task tougher by having to counter 
the charge of challenging religious prescrip¬ 
tion. The Col has. however, (lUsmis^ there 
attempts to sidetrack the issue even as it 
has begun the Report, in a chapter entitled 
‘Perspectives'. 

Thm is an uncomplicated acceptance ol 
the death penalty (pp 61,83) in the Report. 
This is despite an adoption of the human 
rights platform while aj^tating for the rights 
of women (p xi). This implicit endorsement 
of the penalty is not peculiar to this Report. 
The demand for legislating the death penalty 
for rape, dowry death and Mti have, for inst¬ 
ance, been heard in the indUm context. Human 
rights activists, in the meantime, continue 
to wage a battle against the imposition of 
Ihedeath penalty. The irony is uffinislakable. 

There are assumptions of incapacity and 
an unquesrioned acceptance of the denial of 
rights while dealing with other special 
interest groups, for instance, the mentally 


handicapped (pp 35, 59, 87). The vaiying 
levels of disibility and of capacity to make 
decisions, or, again, the possibility that the 
mental illness may have been cau^ by the 
treatment meted out to a woman in her 
muriage, are not considered. This neglect 
of the interests of some vulnerable groups 
while advocating the rights of one vulnerable 
community of persons clearly needs to be 
guarded against. 

The Report works its way through the 
Constitution, political participation, citizoi- 
ship, family laws, labour and service laws, 
criminal laws, the qanun-e-shahadat 1984, 
violence against women, developmental 
rights and jasticutionalisation. The treatment 


is often sketchy, and non-ipedflc, and there 
are often more statements than are lubs- 
tantiaied. Yet Ibay constitute significant 
statementt of priorities and penpectives. 
The cautious tending around the laws which 
govetn Pakistan's wtRnen who belong to the 
minority religioas, presents a mimr image 
of the problem In India. 

At the end of an exercise identifying the 
disciiminalion and harassment generated by 
law, it seems evident that, whether or not 
one agrees that law should bea site of struggle 
in the movement towards rights, the harm 
potential of law would make it perilous to 
ignore the making, the content and the 
impletnentation of law. 
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PERSPECTIVES 


Marxism and Imperialism 

T V SatfayuHirtliy 

As the century draws to a close, Marxists ought to address the 
question of how the various crises of capitalism and imperialism may 
best be characterised; and correspondingly, how these 
characterisations may be linked to characterisations of the periods of 
apparent vitality of those forces between crises. 


I 



QU AUTATIVE changes of great nugniliKle 
have occurred in the world during the last 
two decades. The world order that was 
established after the second world war, based 
on the cold war antagonism between east and 
west, was substantially altered with the forinal 
ending of the cold war during the mid-1980s. 
In turn, the terminiuion of the cold war 
heralded an era of acute instability in eastern 
Europe and the Soviet Union culminating 
in the collapse of communism. 

Of the thm major contradictions of the 
world which acted as pivotal forces in 
international relations- via, the contradiction 
between the two blocs led by the super¬ 
powers; the contradiction within the 
socialist bloc; and. most important, the 
contradiction between the forces of im¬ 
perialism under the leadership of the U5 and 
the forces resisting imperialism (mainly, but 
not only, in the countries of the south - in 
Asia, in Africa, in South America and in 
west Asia - the bottom was dramatically 
knocked out of the first during the last years 
of the decade of 1980. This gave rise to a 
Gadarene rush on the part of erstwhile 
socialist economies to embrace capitalism 
and pursue the mirage of prosperity through 
the free market. 

At the same time, the second major 
contradiction was also tendered non-existent 
for two related reasons; the removal of one 
of the two major poles of political and 
ideological power in the socialist world with 
the demise of the Soviet Union; and the 
abandoimtent of socialism by Giina in favour 
of market economics and capitalist pro¬ 
duction, allowing penetration by multi¬ 
national and western capiuilists. 

The third major conttwliction, in which 
the forces of nadonal liberation have played 
a vital role of resisting imperialist encroach¬ 
ment, has also undergone radical modi¬ 
fications with the former having been forced 
into the defensive. The miyor segments of 
third world countries (as indeed their 
counterparts In industrial capitalist and 
erstwhile socialist countries) continue to 
experience the aggressive encroachments of 
imperialism under the aegis of policies of 
“fmmaricet economics'’and ‘liberalisation’'. 
In these countries, mixed economies and 


social welfare policies have been forced into 
retreat and the double weight of theirabsence 
and the imposition of new policies constitute 
the signal for the opening of a new and 
perhaps an even more destructive chapter on 
the history of imperialism. 

Yet, it is worth noting that in a number 
of different parts of the worid political con¬ 
sciousness has risen to such degrees that 
different segments of the mass of civilian 
populations throughout the work!' have 
berome increasingly aware of the need to 
reverse the latest tide in the political economy 
of capitalism and imperialism. They see their 
main struggle as one of asserting the 
principles of democratic participation in 
decision-making and challenges to the state, 
with its power under the control of dominant 
and hegemonic class farces. 

Our task is to analyse the changing 
character of imperialism and to gain an 
understanding of its dynamic i n a “new worid 
order" apparendy free of challenge. Before 
outlining the reasons why Marxism offers 
the best methodological and theoretical 
framework fora systematic scientific analysis 
of imperialism, an impoftant distinction must 
be made. This is the one between Marxism 
as an intellectual and analytic tool with a 
historical and philosophical basis uniquely 
suited to provide an understanding of 
qualitative and quantitative changes in their 
dynamic aspects, and the political fortunes 
(in recent yean) of regimes which based 
their revolutionary rainw d’etre in Marxism 
or some variation thereof (e g, Marxism- 
Leninism; Marxism-Leninism-Stalinism: 
Maraism-Leninism-Maoism). 

Those who welcomed the events leading 
up to the disappearance of the “soaalist" or 
’’communist'* state have equaled “Marxism” 
as a scientific tool of historical, socio¬ 
economic and political analysis with regimes 
which have laid claim to "Maraist (or 
proletarian) revolurion" as an integral part 
of their underlying political rationale. 

That this it a profoundly erroneous 
equation should be obvious from two related 
contidentions; 

(I) Maixist intellectuals have been among 

the most trenchant critica of the conduct of 

politics, and of the economic and cultural 
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policies as well as the ideological 
jusuficatioas for these given by the various 
cotninunist re gim es; they have not only 
drawn aitention to the s h ortco mi ngs of those 
regimes but also applied analytic criteiu in 
evaluating them which are no less 
uncompromising in character than those 
employed to unravel the oppressive and 
exploitative character of imperialism 

(2) With Uie appearance of oonnmnfitm as 
a niling political ideology in a number of 
socialist countries, those employiag the 
Marxist method as an analytic tool are free 
to concenuaie attention on the intenaliontd 
and domestic impact of imperialism without 
becoming embroiled in ditcutsiont of 
“relativities" between the oppressive 
undemocraiic and militaristic policies of the 
Soviet Union (when (he heat ttf the cold war 
was still on) on the one hand, and on the 
other, the exploitative and dominating 
imposition of economic and/or political 
coiarol over different pacts of the world by 
the farces of impeiulism under the leadetibip 
of the US 

Marxist analysis of “imperialism'* and the 
dynamic features associate with its different 
phases represems a systematic scientific 
approach for the following major reasons: 

(1) It is historical ui its approach to the 
emergence, alignment and contradictioii of 
clau forces in the working out of each phase 
of development of the forces and relaiioM 
of production, and u> the qualitative leap 
from one phase to another; 

(2) It is dialectical, that is, Marxism views 
social, economic and political change 
through Um lens of contradiction, i e, the 

, rising conflict between dominant (i c, 
resource-controlling) and oppressed (i e. 
labour-providing) classes, the relatioas 
between which can be adjusted by evokt- 
ikmary means in ihe short and medium term 
but which would require rcvohitioaary means 
for us proper resolution and for the 
concomitant changes in the power reUttans 
between antagonistic classes: 

(3) It iscomparacive in the senseof anempung 
to place developinenu in particular locial 
milieux in a wider global or mternstioiii] 
comext: 

(4) It is empmcal as opposed to behig 
empiricist; in other wonts. Ihe Marxist 
method places a great deal of impocunce 
on the collection of data and the study of 
concrete situations u order to examine the 
extent to which such material helps studeots 
to flesh out theory, and to examine data dui 
appear to go against the gram of theory with 
a view of providing a continuing critique of 
the interpretabon of “class relations'’ The 
Marxist method it not enphicist in the sense 
that there is no place for “cnis empiricism" 
or “meatureiiient of anything at all that can 
be measured" or “ineasuremeni for the take 
of mensweroem”: nor can it lolerite the 
uaicieniiric view that “what cannot be 
roeasurtd is not worth taking imo account” 
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in generaiiiiig locial, political, and ecowmiic 
analysU and explaiwtion; 

(5) It ia inter-diacipliiuiry, bringing a number 
of difterent racial sctcncet to bear upon the 
general conclusions to which dynamic 
hiMoticaUy based analyses may point. 

How would wc characterise the main 
phases of modem imperialism by applying 
the Marxist method of analysis? liie first 
critique of imperialism, a non-Marxist one 
which preceded Lenin’s analysis on im- 
perialistn, was put forward by Hobson. 
Hobson's work was inspired by the low 
retums that the continued extension of the 
colonial empire was bringing to the 
metropolitan industrial capitalist economy 
after a hundred year phase of unprecedented 
surplus accumulation, mainly from south 
Asia, the Caribbean and west Africa. 

Hobson's argument against further 
imperial expansion was mainly economic 
though, by the time be wrote, the imperial 
policy af’Europcan powers had come to 
place great importance on political and 
strategic factors (as well as inter-European 
competition). 

Cmtral to Lenin’s entique of capitalism 
in western European societies was the role 
played by imperialism is augmenting 
productive resources; in maintaining a 
geometric (as opposed to arithmetic) pace 
of capiial accumulation; and, in controlling 
simultaneously, new souimof raw materials 
and newly opened trade routes and export 
markets. Colonial domination of new areas 
of the world was the means employed to 
achieve this aim. Towards this end, European 
imperialist nations engaged in fierce com¬ 
petitive military struggles in south Asia, 
south-east Aria, east Asia, west Asia, diffcient 
regions of Africa, and the Caribbean. At the 
same time, the US cordoned off the continent 
of south America from European coloniai 
penetration, with the promulgation of the 
Monroe Doctrine. This marked the opening 
of a new chapter of post-colonial nationalist 
history inLatin America, in which America’s 
economic hegemony was unilaterally 
extended throughout the continent, from 
Mexico through central America to the 
southernmost countries of Argentina and 
aile. 

In Lenin’s view, the revolutionary deve- 
lo|iment of the contradiction between the 
hegemonic bourgeoisie and the exploited 
protetariai was delayed or held in abeyance, 
because Europe controlled colonial empires, 
the raw material resources, labour force 
(especially in agriculture) and cxpMt maikets 
of which provided enonnous additions to 
capital appropriation, labour expropriation 
(the labour extracted in the colonies being 
much cheaper than metropolitan labour)! 
and surplus accumulriion of metropolitan 
economies. Marx’s prognostication that 
Oermany - being the most recent entrant into 


the race for industriaiisalion in Europe - 
would constitute the ideal site for the first 
international proletarian revolution in 
Europe, thus needed drastic revision. Lenin's 
study of imperialism pointed to a possible 
explarution of why the problematic l^acy 
of "proietatian revolution” accrued, in the 
first instance, to Russia and not to one of 
the relatively highly industrialised bourgeois 
political economies of western Europe. 

Marx also made certain analytic obser¬ 
vations on the impact of coloni^ role on a 
variety of pre-capitalist societies (e g, those 
- such as India and Qiina - in which he 
argued that "the Asiatic modeof prtxhtction” 
rather than a form of “feudalism" had 
prevailed before European imperial power 
took control). On the one hand, colonial rule 
was, by its very nature, expioitative, oppres¬ 
sive, ruthless and inhumaiw; and it would 
almost certainly provoke opposition, resi¬ 
stance, insurrection and evemuai overthrow. 
On the other, lule by an imperial capitalist 
power (representing the highest level of 
human socio-economic progress and history, 
prior to the proletarian revolution) would 
result in legal and social changes that would 
reform colonial .subjects by forcing them to 
give up supetstition, religious reaction, and 
inhuman practices embedded in blind 
bedition. Marx emphasised thCprogressive" 
face of imperialism on the basis of an 
extrapolation of a few dramatic reforms 
placed on the statute book by vigourous go- 
getting viceregal plenipotentiaries (e g, 
William Benbnck). Marx, however, did not 
pay sufficient attention to the practice 
scrupulously followed by ctdonial powers 
of not interfering with “peisonal" law deri ved 
from religious sources (e g, Hindu and 
Muslim laws, which were codified under the 
initiative of the government), which resulted 
in entrenching the power and dominance 
over indigenous civil society of the upper 
echelons of the “traditional” social order. 

The impact of imperial rule on colonies 
varied according to the circumstances of 
colonisation. But, in all cases (without 
exception) it gave rise to a similar result, via, 
the debilitation of the indigenous economy 
to such a degree that it would become 
impossible for it to develop, after the 
conciusi o^ofthe colonial phaseofits history, 
capitalist relations of production in its 
economy and to end the stranglehold of an 
insufficiently modtunised agricultural eco¬ 
nomy. In a number of colonics (e g, India), 
the coionial policy of preventing industria¬ 
lisation from taking place and of leaving the 
producing peasantry in the grip of a newly 
created landowning dasi far more interested 
in moneylending and rent-extracting (in 
Older toemkhitadf quickly andefTortlessiy) 
than in increasing agrtcuhiinl production, 
directly resulted in thwarting the incipienl 
national Ondsganous) bouigeoitie. 


'Thecol^alfiale.ifaroughitsbiinmciacy, 
appn^iriated the surplus, a bulk of which 
was irans (erred to the metropoUtaneconomy. 
In certain cases (notably China), a form of 
lemi-eoionial domination jdntly exerdsed 
by several European powen (and, latterly, 
the US. following'ita promulgation of the 
"Open Door” policy) gave rise to the 
emergence of a “comprador” bourgeoisie 
which acted as a conduit for the transfer of 
vast quantities of natural resources and raw 
material from the indigenous economy to 
metropolitan capital. Stagnation of agn 
culture and an almost complete absence of 
industrialisation constituted the hallmark of 
imperial control of these economies. 

In a number of cases, especially in Africa 
(eg. South Africa, Zimbabwe, Algeria}, 
colonial rule cook the form of domination 
which entailed foiciblccxpropriationof land 
from the indigenous peoples by white settlers 
who reduced free people to slavery on their 
own land and dominated them racially, 
economically and politically. Here too the 
benefits of expropriation and accumulaiinn 
were appropriated by the settlers, and 
industrialisation was confined to ihe 
processes of extinction and semi-refinemcm 
of minerals and partial modernisation ot 
commercial agriculture. 

In many other colonies (especially those 
added to European empires just prior aixl 
subsequent to Hobson’s warning on the 
economic dangersof unt^dlcd imped aJism). 
metropolitan neglect of the productive 
capacities of the indigenous economy at any 
level was near total. 

Thus, at the moment of political imk 
pcndence (starting in 1947), none of tht 
fomier colonies or semi-colonies was in i 
position to launch into a phase of capitaln: 
production under conditions even remold] 
rerambling those of Europe's industris 
lisation. Except in China, whoe a levolutnx 
led to a long phase of dcvelopflient of pn> 
ductivc forces in isolation, and in the forme 
colonies of Japan (where exceptional on 
ditions made possible the emergence of th 
first of the “newly i ndustrialised econonucs' 
in ail other newly independent counim 
capitalist development has been ciih 
conspicuous by its absence or (as in Imhi 
characteristically bedevilled by dependen 
[on international, multinational » 
transnational capital and bilateral aid to 
developed (i c, imperialist) powers],' 
evenness, and persistence of eartier mo 
of production (especially in tgricultun 

’IV differential impact of imperialisir 
international relations (excluding, of cou 
the colonies) before and since the first w 
war, deserves attention. Throughout 

period between the Napoleonic w«s uM 

fifst world war, inter-impetialistcompcr 
was played out in wan between the n 
west Europen powen fought in the fan 



ilea. However, with ibe riae of Japan 
niUtaiiit and imperialistic Asian power 
J the consolidation of the Geiman and 
an states into modern nations, the 
ionship between imperial powen was 
^t with tensions and contradictions 
were fhrt her exacerbated by the crisis 
ilch capitalism became engulfed. With 
reaty of Berlin, inter-imperialist disputes 
lolonial possession were settled, 
doxicaily, the very fact that there was 
Mm for dspute among European power 
colonies gave rise to power struggles 
in Europe, centring around the political 
'tion of Germany. Towards the end of 
19th century the new inequalities of 
n* came to be reflected, increasingly, in 
:t bilateral military struggles (e g, the 
co-German war). After an interval of 
to three decades, Europe was plunged 
: bloodiest struggle for power in history, 
sciseiy in the middle of the playing out, 
;battieHeld,urthe internal contradictions 
ie imperialist world, the Russian 
ution occurred. Before being “blooded” 
the traditional European international 
m, the Bolsheviks adopted a view of 
len ongoing world war (e g, in Btcsl- 
'sk) which was profoundly at variance 
that of the govemment which was 
hrown in October 1917. 
ring the period 1919-39, European 
utional relations were strongly influcn- 
,y the political consequences of the 
economic depression. Even though the 
;rn capitalist countries (including the 
identified communism as their main 
y (with the consequence that the Soviet 
n was quarantined or placed in isolation), 
failure to establish the League of N olions 
ecure basis, the rise of fa.scism in Italy, 
rllapse of the Wei mar ex perimem under 
ure from a rising Nazi party, and to a 
. extent the polarisation between the 
ind the left in other countries of Europe, 
:ted the fact that the peace of 1919, far 
ameliorating the intra-imperialist con- 
!tkioM, had in fact created p^itical condi- 
under which they could only intensify, 
js, on the eve of the second world war, 
n^jor ideological contradictions - that 
mi communism/proleiarian revolution, 
apiulismftmperiallsm; and that, within 
niernational political economy of 
alism between the mass-based 
iriitic variaiionsof“nationa1 socialism” 
wuigeois democratic forms of politics 
% developing side by side. The events 
; fint 18 months of the war resulted 
oiileversement, whereby a new atign- 
bfXMighl the Soviet Union and the allies 
Kf as co-defenders of democracy, 
ng against the anti-democratic fascist 
orship of Germany, Italy and Japan, 
ring ihedecadeleadingup to the second 
war. the imperialist powen pursued 


economic policies that were calculated to 
transfer to the colonies a disproportionate 
share of the burden of the Depression, whilst 
the policy pursued by the US especially in 
theCaribbem and South American countries, 
had a similar effect on the latter. By the same 
token, during the latter half of the decade 
of - 1930 (earlier, in the casbs of Germany, 
Italy and Japan) militarisation and re¬ 
armament were adopted by the western 
powers as the main planks of domestic policy. 
The US was alone among the advanced 
industrialised countries, in pursuing a 
domestic economic policy which, since 1933, 
was directed primarily towards refurbishing 
the civilian economy. 

During the war, however, the metropolitan 
powers were faced with sharply focused 
nationalist resistance and chalirage to their 
rule. In large countries such as India, a 
nascent national bourgeoisie demanded that 
economic opportunities ought to be provided 
for the indigenous developtnem of capitalism. 
In Older to achieve (his aim they were now 
prepared to switch sides, join the nationalist 
movement, and play an active role in shaping 
the structure of the post-colonial state. 

This particular devdopment was viewed 
with sympathy by the Roosevelt admini¬ 
stration which linked its postwar global 
oricniaiion to the political independence of 
colonies. The uncMying motivation for the 
support given by the American govenimem 
to nationalism in the colonies lay in a 
widening of US interests on a global scale 
and (he acceptance on America's part of the 
rule of the leading capitalist and imperialist 
power in the west. 

This did not, however, mean that the US 
was. in an objective sense, intrinsically 
friendly to the national bourgeoisie of third 
world countries. This did mean that the 
American state, as well as American and 
transnational capital, was keen to establish 
close links with third world states pursuing 
economic policies which were broadly 
compatible with America’s long-term 
economic interests. 

Likewise, ideally, the US expected third 
world coumtjes, at the height of the cold war. 
to identify themselves with the former's 
hostility towards the Soviet Union. The most 
severe anugonitm on America's pan was, 
however, reserved for those third world 
countries which refused to have any truck 
whatsoever with imperialism (unlike, for 
example, Yugoslavia, and like, for example, 
the three states of Indo-Qiina. certai n Afncan 
slates, and Cuba after the 1958 revolution) 
insisting on untrammelled autonomy in 
determining their 'national' economic 
priorities. 

Throughout the 1960s and I970s.then^ior 
contradiction between the forces of 
imperialism and the forces of national 
libmtion assumed a belligereni stance, 


especially but not only in the wars of lugiooal 
liberation in Indo-Quiu. The defeat of the 
US forces in Indo-Chtna in 1975 thus 
constituted a turnuig point in the postwar 
carrcT of imperialism. 

An important strand in the development, 
on a global scale;, of capitalism, is the 
cnonnously increased capacity of capital to 
break the barrier of nationalUm and its ability 
to flow easily and in profusion into new 
areas, thereby enhancing the oppottuniiies 
for accumulation, marfcet-aeeking and 
reproduction of capital. The crisis of the 
l^Os did, to some extent, cast a shadow 
on this process of globalisation/inter- 
nationalisation/transnationalisation of 
capiuil. But not for long. Dunng the I980sj 
the administrations in Britain and the US, 
identified with the policies of Margaret 
Thatcher and Ronald Reagan (and the west 
European powers and lapan, to a tesier 
degree), pulled out all stc^ in order to give 
a fundamentalist interpretauon of “free 
market” ecoiiomic.s complete sway. This re¬ 
orientation resulted in considerable hardship 
to the vulnerable segments of the American 
and British societies. The British welfare 
state suffered damage during the 1980s. 
American public debt soared to Himalayan 
heights. The pnnciples of soaal Darwinism 
were given a new respectability in the 
economic sphere during the 1980s which 
mainstream economists incapiialist countries 
could not ha ve envisaged dunng the previous 
four decades. 

There is a parallel between the ways in 
which imperialist countries transferred the 
burden of the Great Depre.<ision in the 1930s 
disproponionately to the poorer pans of the 
world, and the ways in which ‘Ihe new world 
oader" and the “new iniemational economic 
order" impinge on the word assortment of 
polities which includes neo-cokmies, post- 
colonial states III which a heavily dependent 
capitalist mode of production has unevenly 
developed, “socialist” countries which have 
embraced market economics and social 
capttaiisRi,’ former communist countries in 
which the public sector has been virtually 
dismantled, and newly independent countries 
which arc still in pre-capitalist stages of 
developmem. In otder to understand the 
dynamic underlying this new stance in the 
relationship between global capitalism and 
imperialism cm the one hand, and, on the 
other, the third worid for which Ihe “new 
world order” and the “new Internationa) 
economic order” are euphenusnu, we ought 
to focus briefly on the relationship between 
imperialism and Ihe newly independent 
countries during the last four decades. 

Asian. African and Latin American 
countries have followed one of three broad 
paths of development since the war - the 
path of national liberation involving overt 
miliiary conflict with imperialism and its 
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tool alliM (e g, the ihiee ttaiet of Indo- 
Ouiu); the path of national independence 
which wai followed by elite-led and nuiat* 
supported struggles against the coltmial 
powen, resulting in a negotiated transfer of 
political power under conditions of oontiaued 
economic dependence of one kind or another 
(e g, aid, grants, loans, investment of foreign 
private capital, etc); and the path of outright 
dependence and economic subordination (as 
in the case of French African states with 
significant exceptions, and many a Latin 
American member of the Otganisation of 
American States, or OAS). 

During the period 1947-75, national 
liberation struggles were at their most 
uncompromising. The lessons learnt by 
imperialist powers from Indo-China's wars 
of natioruil liberation coiuitted of two main 
strands. First, those natioruil liberation 
movements that were active and gathering 
momentum during the 1970s (e g, Zimbabwe, 
South Africa and the Portuguese colonies) 
should be brought to the negotiating table 
and reined in before it was too late for them 
to agree on a compromise. Second, during 
this period, third world countries as a whole 
were able to make use of the political space 
opened up by the cold war to define a “third 


way” which was neither pro- or anti-west/ 
capitalist nor pro- or ami-east/ooirunuiiist. 
but non-aligned towards both and equidistaiit 
from either camp. 

Even though non-alignment appeared to 
strengthen the third world countries 
politicaliy and as a collectivity, it did little 
to alter tb^r profound economic dependence 
on the west for capital andfor on the east for 
military supplies and heavy equipment. 
“Sociatisfeconomies (such as China’s) were 
compelled toisolate themselves economically 
[from the west because of its (and, in 
particular. America’s) political hostility, and 
from the Soviet Union because of the major 
world contradiction within the “socialist 
camp”]. By the same token, “mixed eco¬ 
nomies” (e g, India; Indonesia until the late 
1960s), with large public secton which were 
open both to (he east and to the west and 
a more or less unevenly developed national 
bourgeoisie, were subject to the vagaries of 
imperialist powers on which they depended 
heavily for economic development. In 
addition to these two classes of third world 
countries, there were a number of countries 
that depended entirely on the imperialist 
powers and had no chance whatever to im¬ 
prove their economic or political autonomy. 


Tbe coHapae of commnnlRn in general 
and the Soviet Unkm in paitlculer opened 
the way for a radical change in the variegated 
inlernrtional economic arrangemeota that 
had been forged during the cold wv. Towards 
the end of the 19805, third world countries 
had only one centre of power, rather, they 
were under the control of centres of economic 
power within a single international system 
under tbe aegis of imperialism and of capital 
with a woildwide teach and a global field 
of play. 

'ne erstwhile “socialist” countries 
(including those which have not yet thrown 
in their socialist towel) are now competing 
with third worid countries for investors, 
exploiters, and markets from imperialist 
powers. In such a competition the terms can 
be set by the imperialist powers, multinational 
organisations such as the World Bank and 
tbe International Mcmetary Rind, and private 
investon. These are invariably anti-people, 
profoundly anti-poor and pro-eihist (or niting 
class/dominam class) in character. 

Within a period of well under a decade, 
third worid countries, without exception, 
have experienced an intensification of the 
polarisation between the rich and the poor. 
In a large country such as India, where 
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poverty hu been on the increaae throughout 
the poM-independence era, at least 35 per 
cent (and, arguably, up to 43 per cent) of 
the population is living below the ‘‘poverty 
line”, the main oontradtction being between 
this partially submerged section of society 
and working/lower-middle/middle-upper 
class stratum consisting of moR than 300 
million people. In China, which until the late 
1970s had little poverty (in the sense in 
which vast swatlm of third woild people 
experience it), poverty has begun to appear 
with the right to employment, minimum 
wage, and basic necessities of life, having 
disappeared during the last IS years of 
Intensive liberalisation”. The goveniinent 
has recently placed the number of the “new 
pool” at 30 million, but an estimate closer 
to reality would multiply the government 
figure three- to four-fold. The plight of 
Africa is truly unbearable even by these 
standards. 


The polarisation and contradiction in the 
post-colonial (and “post-socialist”) societies 
can only be understood against a backcloth 
uf the new ways in which imperialism is 
adapting itself to the world which it has 
played a big role in bringing into existence. 
However, it is important to stress that in 
order for imperialism to succeed, it is 
absolutely vital that those in control of power 
of Ihe stales in the third world - the elites, 
ihc representative of the consuming classes, 
and the pnvileged section of the population 
- co-operate and collude with the Imperial 
powers and with international capital. 

'Ihis should be clear from the fact that 
wherever popular forces have in the past 
resisted imperialism (through struggles of 
national lib^ion), capitalist powers could 
not make headway. The ruling ethos at the 
lum of the millenium appears to be that 
Ihe world’s poor (the third world poor, 
■ the poor in ex-socialist and “market 
socialist’' societies, and the “underclass" in 
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Ihc west precipitated by the dominance of 
neo-classical economic policies of the 
governments of western countries duringthe 
Iasi two decades) should be Icll to sink rather 
than be helped by the state to keep their 
heads above water. Institutions such as 
the World Bank and the International 
Monetary Fund serve as anaesthetists in 
stabling third world governments to carry 
out this operation. 

An aspect of imperialism and global 
capitalism relating to its development since 
the second world war, often igmred by 
orthodox Marxists, relates to cultural 
iluinination. Within Ihe western countriet 
cultural life has been homogenised through 
onifornutiet and varieties that determine 
Cushion, mutica] tastes (e g. pop culture), 
rood consumption (e g. fast food), leisure 
Kiivities, and numerous other spheres of 
Modem cultwe is thus, in many ways, 


and FoHiical Weekly December 


shaped and mmed in acconbnee with the 
lequiremeMs of Ihe market. 

During the last three decades, western 
economies, capitalist production and 
technological advances have combined 
together to forge a new mould of global 
culture - the form and conteitts of which 
have been successfully extended and 
projected to have everreceptiveelites, middle 
classes and petit bourgeoisie of the third 
world societies as well as the politically 
powerful and economically well off s^ments 
of the former “socialist” countries. 

The penetration of “global culture” has 
been invariably accompanied by an erosion 
of local cultures, and Americanisation of 
indigenous ways of doing Hungs. There is 
thus a complex imer-penetntion in most 
third world countries of traditiortal life¬ 
styles (which continue to enjoy a degree of 
vitality) and lifestyles evolved and packa¬ 
ged in the west in general, and the US in 
particular. 

An inlermediale space, so essential for the 
evolution of homegrown new forms of 
indigenous culture, consistent with the 
transformation of pre-capitalist agrarian 
socio-economic formations into more 
democratic and less inegalitarian societies, 
has not been allowed to emerge because the 
economic compulsions of global capitalism 
and imperialism have made serious inroads 
into the daily lives of vast swathes of the 
third world. 

Let us now return to the main point con¬ 
cerning Ihe salience of the Marxist method 
of understanding and analysing the new and 
most recent phase of imperialist domination. 
The dynamic features of capitalism were 
theorised by Marx on thehasisof the stiuctuni 
crisis to which it was subjected. The method 
Marx adopted in carrying out this task was 
historical-diaiectical arid economic analyfical. 

Even though Marx's work aimed to build 
a predictive dement into interpretation and 
analysis, it must be remembered that, in 
Marx's lifetime, capitali.sm, despite its 
crises, possessed immense vitality and 
adaptability and was developing in an inter¬ 
national environment which consisted of 
opportunities provided by immense vistas of 
colonial and semi-colonial exploitation 
outside Europe and North America. Lenin 
concentrated on the dynamic features of 
imperialism in order to bring Marx' s analysis 
of capitalism up to date and to identify a 
“missing link", as it were, in it. It did lead 
to an un^rstandingof why Ihe internatiiHial 
proletarian revolution assumed a route n<x 
anticipated by those who took Marx's 
prediction liteially, but failed to extend his 
analysis to the ac^ trajectory followed by 
capitalism and its political ramificttions. 
Lmin's contribution provided a forceful, if 
partial, answer to the question of why the 
imenutioiiai proletarian revolution starred 
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out in Moscow rather than Berlin; and. 
having started in Moscow, why it seemed to 
travel eastftoBcijingaiid.atguably,Calcutta) 
and not west (to Berlin, Paris and even 
London). 

The world has witnessed many changes 
since Lenin. A systematic and open-ended 
analysis of these has eluded the grasp of 
dogmatic and fiindamentaHst Marxisu and 
Marxisi-Lenmists. Paradoxically, however, 
no other scientific method of analysis has 
shown Itself to be capable of opening the 
“doors of perception” and underttanding of 
the crisi!. of capitalism during this ceimity 
to the same extent as the dialectical-historical 
framework developed by Marx. Bethaps, as 
the century draws to a close. .Marxists ougM 
to address the question of how the various 
crises of capitalism and imperialism, since 
the Great Depression, may best be charac¬ 
terised: and, correspondingly, how these 
characterisauons may be linked to charac¬ 
terisations of the periods of apparent vitality 
of those forces between crises, as well as the 
role of war and peace in these alternating 
phases. 

Do the steps capitalism takes to overcome 
its periodic crises represent a dialectic 
between ensis and survival in a systematic 
sense, or do they simply add up to an ad hoc 
process of limping into and through crisis 
and leaping out of it. One of the lessons of 
the current century' s expenenceof capitalism 
and imperialism may well lie in the links that 
bind together the development of capitalism 
in Ihe long-term on the one hand; and, on 
the other, shifts in imperialist strategy as 
understood by Lenin and the more or less 
continuous hegemonic dominatioa of the 
US during the last SO years, interrupted 
only by the most iniense phase of the ettid 
war (1937-70) and the working out of the 
major comradiciion between the forces of 
imperialism and the forces of national 
liberation. 

Note 

I Including Ihe newly impoverished pans of We 
''melropoliuui'' imperialist countries which 
have home the hniitt of the Usesi luich fiom 
the crisis of coptlalism speathcjilcd by the 
radical forces on the nghi (e g. Renf<uKHiiK\ 
and Thotchemm) 
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Disputed ^Field’ 

Carol Upadliya 

Anthropcdogical Locations: Boundarka and GroniKb of a Fldd Scknce edited 
by Akhii Gupta and James Fuguson; University of California Press, Berkeley, 


1997; pp viii + 275. 

ANTHROPOLOGY has been sufrering from 
a severe identity crisis in recent years, 
particularly in the US. The challenge to 
anthropology’s raison d’etre began in the 
1960s and 1970s with a left critique that 
exposed the links between anthropology and 
colonialism as well as neo-imperialism, 
coupled with the demise of the structure- 
functionalist paradigm which hitherto had 
allowed anthropologists to study their 
subjects without reference to their historical 
or political locations. In the I9g0s 
anthropology was shaken by the post-modern 
critique of ethnography as literature that 
questioned the still prevalent notion that it 
is a science of some sort. While the crisis 
that ensued produced a healthy period of 
self-criticism and debate within thedisetpline, 
there has hcen surprisingly little reflection 
on the one feature that continued to unite 
anihropologi.sts across the various subficlds 
and theoretical orientidions - the practice 
of fieldwork. The volume under review fills 
this gup by bringing together 10 fine essays 
which critically examine the concept ol 
fieldwork, and especially the idea of the 
fieid. 

fvs, Gupta and Ferguson poim out in their 
excellent introduction, most anthropologists 
subscribe to the view that their archetypal 
research practice, fieldwork (along with its 
defining research methodology, panicipant- 
oteervaiion). distinguishes their discipline 
from other social .sciences and provides their 
unique view ofsociety. Anthropologists are 
socialised to believe that anthropology 
without fieldwork is not reaily anthropology. 
Yet, what is this Tield’ in which wc are 
supposed to be working? As the essays in 
this volume show, it is not a neutral category 
but has come to be defined historically in 
very specific ways. 

The best place to start to deconstruct a 
disciplinary practice is with its construction. 
'The second chapter by Henrika Kuklick on 
the history of the fieldwork tradition shows 
that the move from the armchair to the field 
was nut only by anthropology but by 
all the natural sciences - botany, zoology, 
etc - during the late 19th and early 20th 
centuries. She connects this shift to the 
changing class position of the practitioners 
of science: the demise of the gentleman 
scholar who depended on the work of 
amateurs in the field for the collection of 
data, and the rise of professional middle- 
•'•i''niisis within the restructured 


university system. Just as the new 20th 
century naturalists argued in favour of 
observation of life forms in their natural 
environments, so did anthropologists from 
Malinowski onwards advocate the study of 
‘natives’ in their 'natural' communitiei. 

Malinowski, the founding father of the 
fieldwoik tradition, constructed an image of 
theTrobriand I.ilands as an isolated and self- 
contained natural laboratory for the study of 
primitive culture. 'This paradigm, which came 
todominaie social anthropology, completely 
defined out of its scope anything considered 
non-auihentic, including evidence of change 
or external intiuences (a conceptualisation 
that later fitted in well with Radicliffe- 
Brown's structure-functionalism). But 
fieldwork did not get established as a 
hegemonic mclhod without a struggle. In the 
same year in which Malinowski published 
his monograph on the Trobriahders which 
de.scribed iliem us if they wore living in a 
pristine condition, untouched by the outside 
world, W H R Rivers brought out a collection 
of essays docuineming the widespread and 
forced rccruitinent of plantation labour from 
the same region. The triumph of the 
Maiinowskian uadiiiun over the diflusionism 
represented by scholars such as Ri vers meant 
that questions of ‘culture contact', 
colonialism and history got written out of 
the agenda, much to the dismay of earlier 
scholars such as Elliot Smith who asked why 
the “sole method of studying mankind is to 
sit on a Melanesian island for a couple of 
years and ii sten to the gossip of the vil lagers" 
(p 20). 

The persistent notion that the field must 
contain an authentic living community of 
some kind is interrogated by Joanne Passaro 
in herconuibuiion entitled ‘YouCan'tTake 
the Subway to the Field!', in which she 
describes her struggle to fmd funding and 
obtain pemAssion to do her PhD research 
project on homeless people in New York 
City. The homeless were not regarded as an 
act^ablc field since they did not constitute 
a localised community and were not 
sufficiently different from the researcher 
Liisa Maikki (Chapter 4) faced the same 
problem with her decision to study Hutu 
refugees in a Tanzanian camp; refuses by 
definition do not form an authentic 
community because they came from 
elsewhere and presumably wilt be returning 
to their homes; they are products of war and 
therefore cannot be lakm as representative 


ofnonnal life; andsoon. Both pipenillnitrate 
how the Maiinowskian conc^kualisadoa of 
the field has led to a coastricted tuition of 
what kinds of places and peoples are uiitibie 
for anthropological study. Gupta and 
Ferguson argue that one way in which the 
field is distinguisbed from home is in terms 
of spatial separation, leading to a liienichy 
of purity of field sites" (p 13). This accounts 
for the prejudice (on the pert of academic 
advisors and grant-giving agencies) against 
thoM who work in their own country, or 
among theirown kind, as Katb Weston shows 
in her account of her research experience 
among gay men and women in the US - a 
choice that turned her into a “virtual 
anthropologist" (i e, not a real anthropologist 
by conventional definition). 

Maikki also argues that anthropology came 
to be defined as (he "seienccofihe ordinary”. 
The fieldwork method itself, with its stress 
on long-term, face-to-face interaction, 
privileges what is persistent and normative 
and excludes anything transitory or 
accidental. HereMalkkidnaws an interesting 
contrast between anthropologisis, who study 
'culture' und enduring communities, ami 
journalists, who cover events or the ‘news', 
While their focus is entirely different, she 
suggests that anthropological und journull.stii. 
“modes ol'knowing" are in fact quite similar. 
In this euniexi Maikki points out that a 
positivistic stress on impartiality and the 
'objectivefacts' becanw central to American 
journalistic practice only well into this 
century. This paralleled a similar shift to 
positivism and empiricism within American 
anthropology away from the Boasian culture 
history approach, which significantly had 
included on its agenda 'non-objective' 
activism (for example. Boas' battle agaimsi 
racism)^ In her very interesting discussion. 
Maikki shows that the journalistic ideal of 
objectivity has itself become ideological hy 
obfiiscatingihe actual operations ofcorporate 
news making. 

Within anthropology the concept of 
objectivity - which is premised on cultural 
distance between the amhropologist and hi.s 
subjects - has operated in a similar 
ideological way. This is well illustrated by 
Deborah Amoiy's description of a ttniggU 
for control over the African Studiei 
Associatkm (ASA), eventually leading to 
split along racial lines, in which dominaiio' 
by white scholars was challenged by a blae 
caucus with a difTerem agenda. In this cos 
the academic demandfor’obiectivtiy'servr 
tosideline the contributions ofblackschola 
who were considered to be iimifilcient 
impartial because they were not ‘diffeier 
eiMugh from their subj^. Amoiy attribui 
this construction to a racist ideology H 
clubs American Macks racially with Afiic:' 
rather than with American uMtes. She a' 




iwi diat the pKvaibng notion of tcientific 
^activity leived to mugioalue an entire 
tiitioii ^Uack acholanbip on Africa and 
. AfHcan diaspora which was built on the 
fk of W E B DuBoii, while mainstieam 
rican studies came to be identified with 
dville Henkovits and his predominantly 
rile students. 

rhe growing diversity of research 
lerknces, topics and strategics in today’s 
ihropology points to a need to reconstruct 
- notion of the field itself. In the last 
apter, fames Clifford locates fieldwork 
i ethnographic writing within a longer 
dition of western travel practices and 
iting, and suggests that we look to 
mative traditions of travel and diasporic 
^connections to redefine the field. Citing 
lumber of recent studies, he suggests that 
st-c(rionial connections and a “politics of 
ration" are becoming central to ihe 
nceptualisation of fields, and that 
egoties such as the ‘indigenous anthro- 
ogisi' can no longer encompass the range 
connections that have emoged between 
hropologists and their subjects in this 
ibalising world (p 210). 
jupta and Ferguson argue that in order 
econstilute Ihe fietd we must first challenge 
notion that "difletcni cultures inhere in 


discrete and separate plaoes” (p 35): the 
concept of location nee^ to be reformulated 
apart from its narrow conceptualisation as 
locality. But the editors also wish to preserve 
what they see as thestrengthsof the fieldwork 
tradition; its valorisation of non-hegemonic 
cultures and marginalised peoples; its stress 
on everyday practices and knowledges: and 
its use of dislocation to develop a fresh 
perspective on the familiar. However, in the 
end their proposed i^medy is all loo 
predictable; th^ suggest 

dcccnuing ‘the field’ as the one, privileged 
site of anthropological knowledge, then 
recovering it as one element in a 
multistranded methodology for the 
conunictionof whatDonnaHaraway (1988) 
has called ‘situated knowledges' (p 37). 

In this formula, ethnography becomes but 
one strategy in a more broad-based research 
strategy that includes archival research, 
discourse analysis, and so on, and which 
focuses on the “interlocking of multiple 
social-political sites and locations" (p 37). 

While I would concede the need to map 
out such connections and cultural flows, the 
authors dismiss too quickly the alternative 
for ethnography suggested c^icr by Richard 
Fox (1991) - that of a ‘nearly new culture 


history’.InliercoiitTibiilion, Mary DesChene 
presents the emerging sub-field of historical 
ethnography as the most promising avenue 
Tor reconstituting nthropoiogy as a discipline 
that pays attention to larger panems and 
processes as well as to the nrinutiae of 
everyday experience and cultural diversity. 
Ptisittng (he archives as the new field, she 
argues iimt “u is by making historical 
connections between places that wccanbolh 
make theoretical advances and better leam 
about the people and social phenomena we 
study" (pp 79-80). • 

In dc- and re-constructing the anthro¬ 
pological field, somewhat less aritention is 
paid in this volume to its politics. Cliffoid 
refers to the growing contn^ctioiu between 
anthropological formulations about local 
cultures and those of their increasingly 
sophisticated 'subjects', who often either 
appropriate or contest anthropological 
knowledge for their own political projects. 
As he puts It, “Anthropology has difficulty 
reconciling the goals of analytic distance 
with the aspirations of organic intellectuals" 
fp 217). Gupta and Ferguson suggest that 
a change in focus from “bounded fields” to 
“.shifting locations" can be linked to a vision 
of "anthropological knowledge as a form of 
situated intervention"! p 38). whose political 


^eiv from Oxford 

alues and Ethics for Organizations 

heory and Practice 
X. Chakraborty 

195643070 1998 215 x 140nun 

274 pp. Rs475 






Public Finance 

Policy Issues for India 
(Themes in Economics) 
Sudipto Mundle {editort 
0 19.5637712 IW 
320 pp. Rs 495 


Nationalism, Democracy & Development 

State and Politics in India 
Sugata Bose & Ayesha Jalal (edifon) 

(Oxford India Paperbacks) 

0 19 564442 5 215x140 mm 

1998 214 pp. Rsl75 


Inir 


( ) \ l<) k I) I M \ I k S 1 I \ I* 1 s s 


Hn wl, BiMtaUol WmItIh IVrMidwr (I 1997 


.'125 






task is to fotge links between the “difiefieM 
knowledges that ate possible from diffetent 
locations... tracing lines of posuble alliance 
and common purpose betAveen them" (p 39). 
But since the authors also point out the 
imiltipic connections between fieldwoik 
practice and political realities, theory and 
ideology - and especially the operati^ of 
power between the academic centre and 
periphery - I expected to find a more solid 
tieatmcnt of the political quandary. If we 
reject, as wc should, the antbropdogist’s 
traditional “methodological stance of 
privileged witnessing" (p 63), arc we not 
thrown back into the also-traditional black 
Itole of cultural relativism from which it is 
impossible to take a committed position or 
even to say anything definite at all? 

There is much more of interest in this 
volume than can be discussed here. In the 
two chapters not mentioned above, Jane 
Collier traces the rise and fall of various sub¬ 
fields within North American socio-cultural 
anthropology, linking their fortunes with 
wider historical processes and political 
compulsions, and Emily Martin discusses 


dternative conceptualiaatioiit of the field 
and research practice in her paper drawn 
from her work on the culture of science. In 
condution. we should aik whether books 
such as this have anything to say to Indian 
soddogy, with its veiy difieient traditioiis 
and concerns. I would argue that they do, 
given the fact that sociology In this country 
is also in a state of perennial crisis and has 
barely managed to detach itself from its 
positivist roots or even the functionalist 
paradigm. As a marginal discipline in the 
periphety, perhaps Indian sociology is wdl 
situated to address the crisis at the centre 
by entering into a dialogue with those 
who are searching for theoretical and 
mclhodolugical alternatives, while 
simultaneously working towards its own 
reconstitution by initiating similar 
proccs.ses of critical self-examination. 
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iniS book consisting of selected papen 
from the proceedings of a seminar on 
'Economic Analysis for Sustainable 
Devdopment' which was oiganised as part 
of the United Nations conference on 
environment and development in June 1992 
at Rio de Jandro tleals with a number of 
important issues related to environmentally 
sustainable development Its menu consists 
of definition of sustainable development as 
artchored in ecological economics, a 
transdisciplinary science; principles 
facilitating the transition to sustain^le 
development; measurcnient of sustainable 
income and environmental damages and the 
instruments aitd institutions fadlitating 
sustainable devdopment. Each aspect of 
sustainable development mentioned above 
is dealt with in more than one paper in the 
book. 'Therefore, it may be appropriate to 
attempt this review by commenting on views 
expressed by different authors on concepts 
of sustainable development instead of 
reviewing each paper sepanudy. This book 
can beof great uaeforstudentsandieaeatchen 
of natural resource and environmental 

Robert Costanza’s paper explains 
ecological econoniics as a tnnsdisd^inaiy 
science adthessihgtberelatkMiships between 
ecosystenu and economic systm in the 
bcoedest sense. The macro god of ecokigical 


ecological and economic systems, Economics 
prescribes a viewpoint that technological 
progress ultimately removes all resource 
constrains to continued economic growth 
while ecology has very little to say about 
technology. Ecological economics is 
sceptical about the aNIity of technology to 
remove the constraints on natural resources 
for economic growth. The concept of weak 
sustainabiiity assumes that man-made capital 
can be substituted for natural capital and 
technological progress can make it feasible 
while the concept of strong sustainability 
maintains that man-made capital is not 
substitutable for natural capital and there 
are limits imposed by natural resources on 
devdopment. Ecologicai economics defines 
sustaiii^lity as the amount of consumption 
that can be continued indefinitely without 
degrading capital stocks - including natural 
c^iital stocks [El Seraiy 1991]. The paper 
by Peter Bartelinus<p 188) gives references 
to Odum (1971) and Hicks (1946) for the 
definitions of susudnability in ecology and 
economics. In eodogy.sustaiitabilltyreflncu 
prudent behaviour by a predator that avoids 
over-«K|doitingitspnyto(osiireanoplinBun 
sustained yield. Similaity in eoOnooiiGS, the 
concept of income has been introduced as 
,.goide for pfudenl conduct in spendiiig 
recurring nxmetary receiptt. Income is 
defined as the maximum value one can 
consume during a week and eiill expect to 


be as well off at the end of the week as at 
the beginning. The purpoeeistogive people 
an indication of the amount which ih^ can 
consume widMut impoverishing themselves. 
Oeneralising this jiotion to the whole 
population of a country yields a concept of 
national income as the amount a population 
ctm oonsunte during a period of tiiue without 
impoverishing itsdf. Sustainable develop¬ 
ment reflecting the sustainable consumption 
or inemne over a period of time requires the 
maintenance of capital stacks, man-made as 
well as natural, at certain levels. Ecological 
ecmiomics recognises that man-made and 
natural capital stocks are not substitutable 
beyond certain levels and in fact they arc 
complementary tn promoting sustainable 
development. 

The paper of Peter May discusses the 
problem of equity in the context of sustaina¬ 
ble development of the world economy. It 
would be unimaginable to stabilise world 
consumption at current level while citizciu 
of developing countries bmely survive at per 
capita income S per cent of that of the 
developed countries. A transition period 
during which global development would 
accelerate from five to 10 rimes current 
production levels would be necessary before 
society could complacently hall growth and 
sustain development (Brundtland Report or I 
WCED1987). Prompted by thisobservaikHi. 
some people propose that a more rational 
policy would te for the developed counines 
to halt growth immediately, while the 
developing countries struggle to reduce tk 
welfare gap by curbing pqnilatkm growUi 
and investing in environmentally benign 
development projects. TTm papers by Adam 
Rose and Brandt Stevens and Jyoti Panklt 
al.so discuss the problem of equity ir 
sustainable world development espedaliy ii 
the context of carbon emissions am 



consumption and production patterns r 
coumries. 

Recognising that sustainbUedevdopma 
in the sense of maintaining the cutrei 
consumption levels overrime may be feasih 
for the developed countries and il 
developing countries have to still grapf 
with the trade-ofli between d e ve l optnen 
and ecological otgectives to attain higi 
rates of growth, there is a need for planni 
during the transition to sustsinal 
development. The paper of Tbomas 
Hetenbergdiscusaes principles which cu 
|day a significam nrie in hteilltating 
transtriontasustsJnaMefetmsofgovemni 
HecalU them as full cost and esnying caps 
principles. Acoordiiig to ftdl cost prino 
all usera of ep virortmcntsJ reso urees sh 
pay their ftiJI eort. It U liinilarto the pof 
pay principle. Implementation of 
people wouUend the inqtlidt subskh 
•n polhiliiig ncliviries ero receiving in • 
comuriee. ‘The canying capacity prin 
lecoiini ro ettMtthedevelopiMBgpw^ 
phyrical limits that It must andcipat' 



mnodtte. Thew phyiica] limiii can be 
} form of capad^ of envimuneot to 
f) pollntion ^ the oqMciiy to supply 
aaUe icaources such as energy and 
mis. The article of Herman Daly 
tsses carrying capacity as a tool of 
opraent policy wdlh tte examples of 
totian Amazan and Paraguan Chaco, 
len by Peter Baitelmus, Ronaldo Setoa 
otta, and Peter H May, Sergio Margulis 
jonaldo Setoa da Motta, and Anna Paula 
aides Mendes deal with the problem of 
urement of sustainable income and 
onmental damage costs. A paper by 
Imiu while dlscuuing the United 
ns’ ’System for Integrated ErmronmenlaL 
canonic Accounting', (^EA) deals with 
roblems of vahiadon of environmental 
tees and concept and measurement of 
nable economic growth. The main ob)ec- 
of SEEA are given as (i) segregation 
iabotadon of all environmental related 
and stacks of traditional accounts; 
nkage of physical resource accounts with 
tary environmental accounts and balance 
fUDassessment of environ mental costs 
aiefits; (iv) accounting for the main- 
ce of tangible wealth: and (v) dabora- 
and measurement of indicators of 
mmentally adjusted product and income. 
EEA uses three categories of monetary 
ion of environmental resources. One 
m applies a nuxket vahianon approach 
I learranges only environmental changes 
/ contained in the asset accounts of 
mional system of national accounts, 
id version uses maintenaiice valuation 
ach which cstimaes the costs that would 
been required to keep the natural 
mment intact during the accounting 
I. The third version combines the market 
tion with the contingent valuation 
ach. The focus is made on first two 
ns as wiileiy applicable guiddines for 
mmental accounting. 

3A is developed on the premiss that 
tiade capital and natural capital are not 
tutahic since certain types of services 
icreation, biodiversity, etc, are unique 
tuial reioiiioet. The second and the 
valuation approaches prescribed by 
. recognise that the costs that are 
ed to keep the natural resources intact 
to be accounted and bettefitt from 
mmetilal lervices for which markets 
saent have to be measured using the 
igeiM valuation methods. The paper of 
and May provide twg methods of 
iring sustain^e income, viz, net price 
id and uaer cost method, and provides 
MSS of dqiletkm costs of forests and 
ilainBrazil. The net price ofadepleled 
rce ii its prestat value (Hotdllng 
.) wMch it equal to the revenue or 
calling to the owner of the resouroe. 
iiing that tMa rent teflecu the depletion 
mouice, it has to be deducted from 


gross income in the same way as depreciation 
it deducted from value added in 
manufacturing activiiiet.Reppetoetal(1989) 
and Soloranno et ^ (1992) follow this 
procedure in evaluating the asset loss deri ved 
from oil and timber extraction respectively 
in Indonesia and CostaRka. Usacostmethod 
proposed by El Serafy (1988) assumes that 
man-made capital is substitutable to natural 
capital (weak sustainability) and uses the 
definition of true income, that is, the amount 
of consumption that will not harm future use. 
A finite scries of amidpated revenues from 
the resource beiiigdepleied must be con verted 
into an infinite scries of true income in such 
a way that the current value of both are equal. 
That is, part of that revenue would be set 
aside regularly as an investment capable of 
generating a perpetual income stream 
equivalent to true income. This revenue set 
aside is called user cost of the ikpleted 
resource which has to be deducted from 
GDP. These two methods take two extreme 
views on the valuation of natural resources, 
the first method considering the entire rent 
from the resource as depreciation of natural 
capital and the second method assuming 
peifcci substitutability between man-made 
capital and nahiral capital. The assumptions 
tn^ in these methods are appropriate for 
the exhaustible resources but not for the 
renewable environmental resources like 
water, air and forests. The SEEA as described 
above while taking the view that man-made 
capital and natural capital are not perfect 
substitutes, prescribes that the maintenance 
cost and damage costs from depletion of 
environmental resources have to be deducted 
from GDP. 

The papers of Margulis and Motta and 
Mendis attempt to provide the estimates of 
environmental damage costs respectively for 
Mexico and Brazil. For Mexico, estimaies 
of damages are provided for wata and air 
poiiution and soil erosion. Margulis estimsSes 
show that the costs associated with water 
pollution are $ 4.5 bil lion while those of soil 
and air account for $ I billion each. These 
estimates represent economic valuesfor each 
major source of pollution in Mexico which 
have to be accounted for in the estimation 
ofenvironmbntallycorrected GDP.The paper 
on the estimation of damages from air 
pollution in Brazil investigates the 
relationship between emission abatement 
indicators and urban epidemiological 
conditioru associated with respiratory illness. 
The medical costs and lost workdays 
aaiociatcd with air pollution-relaied sicknM 
and death are estimated 

Sustainable development is not possible 
without supporting instruments and 
institutions s^ich may be market friemBy 
or oihetwiie. Many papers in this book 
attempt a discussion of these with varying 
dclaila. The paper by Tieteriberg discusses 
the ituttumenU and instituiians necessary 


for irnplemeoting full cost principle for 
managing transition to sustainable 
dcvcloptnoit while the paper by Adam Rose 
and Brandt Stevens de^s with institutional 
arrangcmenls for the sustainable allocations 
of carbon emissions among the countries. 
Implemcntationrrffiill cost principle requires 
the inclusion of environment^ costs in 
national income accounting and in 
government investment project evalukion, 
use of economic instruments (pollution taxes 
or marketable pollution pemtiu), reduction 
of subsidies which are incompatible with 
full cost principle, etc. Pollution taxes have 
an added attraction, especiidly in Europe, as 
a source of revenue to government which 
can be an alternative to distortionuy taxes 
on capita] and labour. Inlndonesia, reduction 
of pesticide subsidies (which are as high at 
86 per cent of retail price in 1986) and 
banning the use of 57 brands of pesticides 
in 1986 have resulted in 90 per cent reduction 
in pesticide use and increase in the agricalainl 
productivily. 

The uncertainties associated with 
monitori.'tg and implementation and the 
quality of government can cast a doubt on 
the effectiveness of pollution taxes, in this 
context, quasi-regulatory tuueturet like the 
UK of insurance may be attractive. The 
polluting firm can pay a premium to an 
insurance company to wa^ against any 
environmental ^saster ir may fmx in spite 
of pollution abatement it has been doing. 
When the risk of non-compliance with 
pollution standards gets high, the premium 
increases and there will be a rcsistaitoe from 
the firms for going in for insurance. In-orda 
to reduce the risk and the ptemiuma, there 
will bea doK monitorir^of poHulMn control 
by the insurance company increasing 
compliance by the industries. Tieteabeig 
explains that the economic inceruive 
approach is also important in the 
implementaiionof carrying capacity principl e 
which he explains with thchdpof anexamfde 
of management of common fuhing groandt. 
Fishing grounds as open access leaounca 
arc normal ly over-ex (doited with the tMiraber 
of fishing boats mich above its carrying 
capacity resulting in the tragedy of commons 
type of situation. This can be avoided by 
I mposing catch quotas on fisheimm for whiefa 
they have to pay an annual fee. The revenues 
den ved from this fee can be used to pay some 
fishermen for opting out from fuhi^. There 
eanbeinoentiveatofishetmenlotorgofiriMiig 
so long as the compensation they receive is 
higher than the income they earn in an open 
access type of situation. This may resuh in 
the leductkxi of the nuffilwrof fiihermeD to 
the carrying oqtacity of the reaouree. 

'neteifeeig’s paper also expimns several 
economic incenti ve mechanisms to deal with 
tome specific problems of saaiainaMe 
developmenl. One example is the UM of 
offset policy to reduce the cunBkt between 


tit? 



growth and environmenial objectives. For 
example, if a geographical region is found 
to be in violation of ambient environmental 
standards, by law new industries may not 
be allowed in this region so that growth is 
stalled. However, by certifying the emission 
reduction credits to the finns voluntarily 
reducing the emis.sions much below the 
permitted levels, the old firms can sell these 
credits to the new firms with a requirement 
that a new firm has to buy more than one 
emission credit for each one unit of emissions 
added by it. As a result, the air quality in 
the region will be improved every time a new 
firm moves into the area. Another example 
relates to the use of innovative penalty 
structures and the role played by private 
environmental groups when the bureaucracy 
is small and regulation is inadequate. Higher 
penalties or complementing monetary civil 
penalties with criminal penalties can offset 
to some degree the non-compliance 
incentives associated with infrequent 
enforcement. 

Several papers in this volume touch upon 
the problem of global wanning (Rose and 
Stevens, Parikh and Tietcnberg). The paper 
of Rose and Stevens deals in a detailed way 
with the problem of sustainable carbon 
allocations and the equity criteria. Tradable 
carbon entitlements to different regioits on 


the basis of 10 equity criteria ranging from 
ability to pay to Rawls' maximin are 
discussed For instance, the ability to pay 
criterion requires the allocation of caibon 
entitlements fur equalising the abatement 
costs across the regions while Rawls' 
maximin requires the distribution of a large 
proportion of entitlements to the poorest 
nations. There is also a detailed discussion 
of alternative reference bases or the indices 
against which to gauge the equity implications 
of policy changes. These indices comprise 
carbon emissions, population, land area, 
economic welfare, energy use and energy 
reserves, each of which can be applicable 
to a number of equity criteria among the 10 
criteria discuss^. Also, an interesting 
empirical exercise is attempted to find out 
the net welfare effects of tradable entitlements 
consistent with 20 per cent reduction of 
projected carbon emissions in the year 7000 
for eight major regions in the world under 
three criteria of equity, viz, sovcreigncy, 
Rawlsian and egalitarian. Since (he gain 
from trading i s invariant to initial eittitlements 
a la Coase. the welfare gain from the 
tradable permits is found to be of the order 
of $ 19.80 billion under the three criteria 
of entitlement. The paper by Pari kh provides 
a review of distributive values in global 
environmental management and finds that 


it is the rich countries with privily 
ctmsumptionpattenie that genemedie Bon’ 
share of global enviromneittal degndadoi 
contributing70perceot of caibon eoissioiu 
Big cities in ridi countries have been idd 
to reduce the atmospheric pollution throug) 
sophisticated abatement technologiei 
whereas the poorest still suffer from healtl 
damages ass^ated with pollution. The riel 
countries have the greater responriUUty ti 
reduce green house gas emissions and finm 
sustainable development in the poo 
countries. 
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East Asian Currency Crises 

‘Rogue’ T^ders, Fundament^, Contagion 

Frauds X Colaco 


lis paper argues that the recent currency crises in the east Asian emerging market economies highlight the 
i for further strengthening domestic macro-economic policies and domestic and international financial 
ctures and rules of the game. Domestic financial liberalisation needs to be accompanied by sound macro- 
lomic policies and strengthened legal, regulatory and supervisory structures. While speculation has a legitimate 
to play in signalling distortions in macro-economic and financial frameworks, speculation can also be 
abilising and lead to "inappropriate’ contagion. An international 'circuit-breaker' mechanism, to complement 
'-basejl mechanisms that are already in place to deal with currency crises once they have occurred, is urgently 
tired to curb 'inappropriate' contagion effects and their heavy economic and socio-political costs. 


nilativc excess, refened to concisely as 
mis sod rcvulsian fiom such excess in 
.tcin of a crisis, crash, or panic con be 
.'n to be, if not inevitable, at least 
irically common...Markets generally 
but occasionallythey break down. When 
they require government intervention 
ovide the public good of stabi)ity...thc 
id issue is whether speculation con be 
ibitising as well as staUlising - whether, 
ither words, markets are always 
naL,.We shall noceoccasioiu when botm 
attic has been set off by monetary 
U...More fundamentally, however, we 
stress the difftculty of gelling the 
nary mechanism right at any one time, 
the impossibility of keeping it right.. It 
ms that crashes and panics are often 
ipitated by the revelation of some 
sasance, n^easance. or malversation 
xxnjption of officials) engendered during 
nania. 

- Charles P Kindleberger, 
itu. Panic* and Crashes, Chapter X 

I 

Introdnctton 

ily 2, 1997, the Thai authorities 
a managed float of the Thai baht. 
:lober 1997, the Thai baht has 
iated by over 40 per cent against the 
lar and economic growth of Thailand 
=. only stalled but was prc^ied to be 
negative range in 19^. Speculative 
:y presiuies that had initially been felt 
I geogratdiically dispersed countries 
dl, the Czech Republic and South 
ate now strongly concentrated in the 
ian economies with the Indonesian 
the Korean won, the Malaysian 
«td the Philippines peso all having 
enced large depreciations. The 
ore dollar is at historicsdly low levels, 
w Taiwan doUar has beu devalued. 
- Hong Kong dollar is under severe 
e to breaH the peg with the US dollar, 
'-•tenn interest raiea have riaen to very 
vela to deal with currency pressures 
we sent slock market prices into a 
in emerging market economies. The 
on effiKis from east Asian markets 


have, through globalisatioo, been felt in major 
stock markets of Tokyo, London, Frankfurt, 
Paris and New York. The impact of financial 
instabilities isof nuqor concern for economic 
growth and global economic siabiliiy. 

These continuing events have given rise 
to a debate cm their nature and consequences. 
Are the currency and Slock markets col lapses 
a genuine and straightforward reflection of 
weak macro-economic policies and institut¬ 
ional structiues. also known as weak ‘funda¬ 
mentals'? Arc they the result of excesses of 
hedge fund traders, characterised the prime 
minuter of Malaysia as 'rogue' traders? Is 
the spread of the criiis from Thailand to 
neighbouring countries a reflection of weak 
fundamentals m those countries, or a 'conta¬ 
gion' effect not driven by fundamenials? 

More basically, observers who until a few 
months ago believed in the durability of the 
cast Asian 'miracle', are now projecting a 
continuing period of financial inWiility and 
low economic growth rates. The east Asian 
ccunumies. it is claimed, have been brought 
back to more earthly growth rales. 

This paper argues as follows; First, 
financial crises in some coumries, such as 
Thailand, ate the consequence of poor macro¬ 
economic policies and weak institutional - 
legal, regulatory and supervisory -stnicturcs 
(in other words, of weak ‘fundamentals’). 
Counhics that ignore the salutary historical 
lessons of the need to base financial 
liberalisation on strengthened macro- 
economic policies and institutional stnicluics 
are bound to suffer financial and currency 
crises in a globalised economy. 

Second, contagion (not based on 
fundameniats) has been evideiu, to a greater 
or lesaer extoit, in the transmission of the 
financial and currency enses of Thailand to 
other east Asian economies, and of the 
October 24, 1997 mdtdown of the Hong 
Kong stock market to the Japanese, European 
and US stock markeu. 

Thinl. speculation has a legidmoic role to 
play in signalling distoitions in a country's 
ecoaomk and financial friunework that are 
not sustainable. But. speculators have short 


time honzuns, are heavily influenced by 
perceptions of positions taken by fdiow 
market participants, and less so by 
fundamental s once the stampede slaitt. There 
is a herd instinct tliai makes it difficult to 
predict the start of a currency crisis or its 
spread, Spcculaiion.inceitaincitcuinstaiices, 
can create self-fulfilling prophecies and be 
destabilising and lead to excesses and 
overshoots as Charles Kindleberger and 
others have so well documented.’ These 
excesses extract high economic costs, in Ihe 
form of reduced economic growth and 
increased unemployment in emerging market 
economies. In IIk test of circumsiances.the 
rapid pace at which financial resources can 
be moved between economies greatly exceeds 
the abilily of these economies to undertake 
the required adjustment in their economic 
and financial policies and structures. The 
first line of dcfetKc is raising of shott-lenn 
interest rates to exceptionally high levds 
(with detnmental effects on stock prices and 
investment) and use of a country's limhed 
foreign exchange resources. Further, the 
financial resources available to individual or 
groups of speculators are large compared to 
those available to an individual emerging 
market economy. The consequence, even 
under the besi of circumstances, is adisiuptian 
of economic develo{HneDt and ad verse socio¬ 
political consequences. 

Fourth, dealing wiih financial cases 
requires political consensus and will. Where 
these exist - i c, m the best of circumstances 
- rapid actions result which reduce economic 
and financial losses and allocate them 
appropriately to different economic agents 
Where there is a lack of political consensus 
and will, however, historical evidence shows 
that the costs of crises mourn rapidly^ and 
socio-political insuhiliiy increases. This was 
evident in the Latin American crises 
(ArgeiHina. Mexico and Venezuela) of the 
early 1990s, and is currenily being played 
out in Thailand. Imcmatiotial financial 
assistance will only be effective if ii ran 
stimulate political consensus on desired 
actions and sec their iiiiplcuicntation. 


nic and Political Weekly December 6, 1997 


3129 



Hnally, an international mechanism ii 
required for emerging market ectmomiet. b 
would be similar to the G-10 and BIS 
conceited actions, undertaken to stabilise 
currency parities among industrialised 
economies. It would be used to forestall the 
contagion effecu on other etnergiiig market 
ecooomies of a crisis in any other economy. 
It would combine rapid financial assistance 
with required domestic economic policy and 
structui^ measures. Thus, it would serve to 
dampen the effects of overshoots provoked 
by dw herd instincts present in financial 
markets, and significandy reduce attendant 
economiedisruptions. ThOTby, it would also 
attenuate the building of political resistance 
in some emerging market economies to 
financial liberalisation - which is a desirable 
policy objective - in a globalised economy. 

The rest of this paper, first, provides a 
ctuouology of events in the financial crisis 
of Thailand and its transmission to other 
emerging east Asian economies. Second, it 
examines the macro-economic fundamentals 
of selected east Asian economies in the light 
of empirical Rndingsofeariicrstudies. Third, 
it discusses the legal, regulatory and super- 
visoiy stiuctures required for successful 
financial liberalisation and how well emer¬ 
ging market east Asian economies measure 
up to this standard. Finally, it discusses the 
role of speculation in the present crisis and 
analyses the impact of ‘contagion’ not based 
on ‘fundamentals'. 

n 

Chronology of Uni Financial Crisis 
and Its Spread’ 

In the early 1980s, Thailand went through 
its previous severe balanccof payments crisis. 
Since thtt time, a strong record of economic 
management contributed to a decade of one 
of the more outstanding economic success 
stories of emerging market economies. The 
Thai banking system had been liberalised 
(althoughnot thoeby becoming increasingly 
competitive) since the mid-1980s. The role 
of die private sector in investment had also 
inctea^ over the years, and financing had 
been provided by private banks. The capital 
accoum had become increasingly open, and 
banks became intermediaries between foreign 
lenden - banks and bond holders - and 
domestic Thai borrowers. 

The contimiing cunent account deficits in 
this period were principally the result of 
private sector decisions and imbalances 
between private investment artdsavings. Lack 
ofeompetitkm in thedomeatiebnnkingsector 
resulted in large spreads between domestic 
and international borrowing rates. In 1993, 
Thailand instituted a mqjor policy change 
with the introduction of the Bangkok 
Intematioiial Banking Facility. This chan^ 
accentuated foreign financing of domestic 
private expenditures. Low foreigR interest 
rates, with repeated assurances by the Bank 
of Tliailand that the baht would not be 
devalued against the US dollar, created a 


moral hazwd that manifested itself in bank 
flnandngofaspeculatlveocnstiuctionboom 
and some large non-econoroic private 
investments. The current account deficit was 
8 per cent of GDP in 1996. Foreign 
borrowings were largely unhedged because 
of acceptance of the assurances by the Bank 
of Thailand on the maintenance of the 
exchange value of the baht 

Total external debt rose rapidly to reach 
SO per cent of GDP. with private sector debt 
representing about 80 per cent of the total. 
Ftifther, about 40 per cent of the external 
debt was short-term (less than 12 months). 
The required annual rollover of short-term 
debt is $ 40 billion. 

While the Thai crisis was confirmed by 
the July 1997 devaluation, pressures had 
been building up within the economy for 
many months prior to that date. The domestic 
financial crisis was already evident in late 
1996 with a significant pnyietty bubble and 
severe strains on finance companies. ‘The 
Bangkok Bank of Commerce failed in mid- 
1996, and Finance One in early 1997. The 
Hnancial InstituDons Development FUnd was 
used to support the financial sector with Thai 
baht 400 billion of re.sources. 

The tenuous financial situation was 
compounded by adverse international 
developments, including weaknesses in the 
market for semiconductors starting in the 
second half of 1996 that reduced export- 
eamings of Thailand and of a number of 
other cast Asian eoMKimics. The sharp slow¬ 
down of exports, influenced also by an appre- 
ctatingiealeffecttveexchangerateand rising 
real wages, showed up in reduced economic 
growth. The Thai budget showed a deficit 
for the first time in many years. 

Underlying these developments were a 
number of critical structural weaknesses in 
the Thai economy that had been obscured 
by the rapid economic growth of a decade. 
These weaknesses were already affecting the 
country's international competitiveness. 
They include: inadequate investments in 
education and skilis devetoptnent; a weak 
financial sector, with an embryonic capital 
market; an industrial sector with limited 
capacity for upgrading technology- and 
skills-intensity of production; a physical 
infrastructure that imposes costs on producers 
and works against competitiveness; and 
environmental degradation, in particular of 
air, water, apd natural resources, that also 
works agrinst international competitiveness. 

Ihere were a mnnber of speculati ve attacks 
on the Thai baht in hue 19M and early 1997 
that were repulsed by extremely high short¬ 
term interests rates and intervention by the 
Bank of Thailand In mid-May 1997, the 
baht was hit by massive tel ting pressure. The 
Bank ofThailand responded by establishing 
a 'two-tier' foreign exchange market by 
closing off of baht resources to foreign 
entities. Short-term, interest rates soared as 
domestic liquidity was squeezed. The 
country's foreign exchange reserves were 


also brought into play to support the baht, 
and the oflkial figurei Intficated that they 
bad declined from $38 biUhn at end-1996 
to about $ 28 billion at end-May 1997. In 
August 1997, however, the governor of 
Bald of Ttudland revealed that, in additioii, 
forward foreign exchange contracts in the 
amount of $ 23.4 billion were entered into 
through April-May 1997 to support the baht. 
Also, a padcage of financial sector reforms 
were announced and 16 finance companies 
were suspended and told to submit pUns for 
merger and consolidation. 

When there we re re newed pressures on the 
baht, on July 2, 1997 the B^ of Thailaixl 
announced a managed float of the Thai baht, 
which depreciated 20 per cent in a few days. 
The Thai authmities agreed on an economic 
reform programme with the International 
Monetary Fund that will be suppruted by 
$ 17.2 billion provided by official legianal 
bilateral (Japan, Australia, Brunei. Hong 
Kong, Indonesia, Korea, Malaysia, and 
Singapore)andmultilBlend(tbe]men>ationa] 
Monetary Piind, the World Bank, and the 
Asian Efovclopment Bank) sources. The 
programme includes the suspension of an 
additional 42 finance companies (for a total 
of S8) and otiier measures to deal with the 
financial sector crisis and to achieve macro¬ 
economic stabilisation. Nevertheless, the 
Thai baht has continued to dqrreciale and 
is now about 40 per cent below its pre-July 
value and the stock market has falkn below 
the psychological floor of 500 points. The 
cqnlinuing depreciation of ibe baht and the 
decline in the stock market reflect 
uncertainties about the impletnemation of 
the programme, and the lack of continuity 
in economic policy-nudtingasatcsuhoflhe 
many changes in the economic policy team 
in the past 12 months. 

Events are still playing themseives out in 
the impact of the Thai crisis on other cast 
Asian economies and in global currency and 
slock markets. 

In the immediate aftermath of the July 
float of the Thai baht, emeigiiig market 
currencies of geographically dispersed 
economies (including Brazil, the Czech 
Republic and South Africa) sustained 
speculative pressures. But. within a tew 
weeks die speculation was coooeninted in 

the east Asian economies, where trade. c^tU 

and labour flows have become inctcisingly 

integrated in the region over die past decade. 

The Indonesian lupiidi, the Philippines 
peso and the Malaysian ringgit have all bem 
devalued by more than 2S per cetti over the 

past few months. Oovemmeni use of foreign 

exchange reservei to cowter tpeculaiivc 
presmres was of Hmiied magnftiides (u it 

estimated that in each case the amounts weit 
less (lian$3bilIioA). White thehiitUIpressiin 
came from ftxeign aouices. die coMinuini 
pressures reflected the dTons of domcsii' 
companies and individuals to cover Isrg 

un h ed g ed foteifneurTeocyexposurct.Thcs 

govenmenta alw retorted to a oornbiiuiio 
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of ilgUflcaiitfy nlted fatoot nta and ciiti 
mbodsM expoidiliini to lOMiiie the macro- 
economy. Higher intereit rates exacerbated 
liquidity preuuiee on the property and 
bankiag lecton and flowed investmeoi. 

The Singapore dollar hat been allowed to 
float, with roonetaiy authority interventioa 
only to itabiliaeihe rate of change, to mainiai It 
export conqtedtiveneM. It ia now at low levela 
cotnpaied with itx leoeta hiatorical value. 

Id many of the east Asian and north Atian 
economies, upcoming elections and political 
uncertainitlea have complicated the manage- 
niait of the economy in the face of cuncncy 
pressures. 

The latest episode in the afletmath of the 
Thai crisis it the mqjor decline in the Hong 
Kong stock market that started on Oaobcr 
24, 1997. The contagion effects have been 
felt in all world stock marfceb and the New 
York Stock Exchange on October 27,1997 
saw its largest single day point decline. The 
pressures on the Hong Kong dollar continue, 
and for the severing of the link between that 
currency and the US dollar that has existed 
for about IS years. 

Tbcie are some parallels and difTcTences 
between the Thai and earlier financial and 
currency crises of other emerging market 
economies. In tenns of parallels, fust, a 
financial crisis preceded the currency crisis. 
Second, as explained above, large private 
borrowing from abroad produced a rapid 
expansion of domestic liquidity and fuelled 
a major speculative boom and covered up 
Hructural weaknesses. Third, prudential 
regulations, supervisory standards, and the 
Isws governing the financial sector were not 
suengthened to reflect increased foreign 
borrowing and offshore banking. Fourth, the 
close pegging of the exchange rate of the 
baht to the US dollar, even as the dollar 
ttiengthened maikedly against the Japanese 
yen. resulted in a loss of competitive position 
for Thailand against competitors and a 
marked ilowdown in la^ur-intensivc 
expoiti. The Thai lituation, however, differs 
from other crisis countries in several respects 
- a hiatory of robuai economic growth, high 
sa vings ratios, and generally sensi hie macro- 
economic policies - that increase the 
prospects for economic recovery. 

On balatKC, however, the observed weak- 
■vsses in macro-economic fundaiiiemals and 
the perceived lack of political consensus, 
reflected in a long delayed comprehensive 
programme to respond to the problems of 
the ruumciai and property secton, made the 
Thai baht a ripe target for continuing specula¬ 
tive auacki. Tbit ii clearly a case where 
speculation played an important and appro¬ 
priate role in signalting that the fundamcnUls 
*ere not right 

m 

PwiHliiniiBhiia aad Cooteglon 

tf the currency crisis of Thailand 
tcneciedweak fundamentals, did the 
spread of thecriaii to other east Asian 


economies also result firom their weak 
fundamentals? 

The financial sector in emerging market 
economies, where private activities are 
dominant, is the principal instrument for 
mobilising resources and allocating them to 
activities with acceptable economic rales of 
return. In other words, a well-functioning 
. fmancial systemcontributestotheefficiency 
and growth of the economy. Financi^ 
liberalisation contributes to the functioning 
of the financial system by putting in place 
a framework of incentives v^ich introduces 
greater competition and brings in new 
instruments and technoiogics.Theinoemivcs 
that produce erficient financial intennediation 
encompass sound macro-economic policies 
and robust, legal, regulatory and supervisory 
structures. Financial liberalisation can be 
sequciKcd in such a manner that it is either 
accompanied by or followed by an opening 
of the capital account. The former is more 
risky than the latter, if financial liberalisation 
has not produced a competitive domestic 
financial system that intermediates 
efficiently. 

In a globalised economy, as Alan 
Greenspan (chairman of the US Federal 
Reserve Board) recently noted, the margin 
for policy errors is small in liberalised 
economies with open capital accounts. 

(a) Kf.v Inimcators of Economic 
PERFOaMANCE 

Some key macro-economic indicaiors of 
an economy's performance have been 
identified in the literature. In a recent paper. 
Graciela L Kaminsky and Carmen M Reinhart 
examine the experience of 19 countries in 
east Asia, Europe, Latin America and west 
Asia, in the period 1970-1995, that have 
experienced banking and currency enses 
fKaminsky and Rdnhait 1995). They find 
that the most promising indicators of currency 
crisis are; large real exchange rate 
appreciations, declining exports and foreign 
exchange icMrves, large declines in industrial 
production and sharp increases in the rauo 
of M, to reserves (or rapid increases in 
monetary growth). Most of the hanking enses 
were preceded by financial liberalisation 
which had not been accompanied by 
strengthening of the regulatory and 
supervisory framework. They conclude that 
"if balance of payments crises arc hard to 
predict, banking crises are even harder...The 
best among the balance of payments ciises 
indicators analysed are. changes in the real 
exchange rate, exports and reserves. For 
banking crises changes in stock prices and 
real interest rates appear to do the best." 

In a more leccnl paper. Gnciela Kaminsky. 
Saul Lizondo, andCatmen Reinhart examine 
the leading indicators of cunency crises 
[Kaminsky et al 1997). They use what they 
call the ‘signals' appro^, which essentially 
involves monitoring the evolution of a 
munber of econmnic iadicaion that tend to 
systematicaUy bdiave differentiy before a 


crisis. Wtwa an indicator exceeds a cotain 
threshold value, this is interpreted as a 
Warning ‘signal’ that a curreocy crisis may 
lake place within the following 24 months. 
They conclude that *Yhe variables that have 
the best track record in anticipating crises 
in the context of the ‘signals' approach, 
include: output, expoiu, deviations of the 
real exchange rate fiom trend, equity prices, 
and the ratio of broad money to gross 
international- reserves. Furthennore, on 
average, these and ocfaer indicators provide 
signals with sufficient advance so as U) allow 
for pre-emptive policy measures.' The 
evidme does not provide support for some 
of the other indicators that were consirkred. 
including imports, the diiTcrenlial between 
foreign and domestic real dqiosit interot 
rates, the raUu of lending to dqxiBit intaest 
rates, and bank deposits.” 

Another study of financial crises in 
emerging markets, by Jeffrey Sachs, Aaron 
Tortidl and Andres Velasco finds that for 
a set ot 20 emerging market markets, 
differences in ‘fundamentals’ - high real 
exchange rate appreciation, a weak banking 
system, and tow reserves - *‘go far in 
explaining why during 1995 some emerging 
m^cts were hit by financial crises while 
others were not" (^hs ct al 1996). They 
go on to say that "Mexico was subject t& 
a self-fulfilling speculative attack in 
December 1994. Thm were ample reasoos 
for a Mexican devaluation at that point, to 
be sure. But the speculalive attack that bit 
Mexico, and (he magnitude of resulting 
currency depreciation went far beyond what 
was 'inevitable' based on Mexico’s 
fundamental condiiions...The attack was 
indeed unexpected and represented a scif- 
fulfilling panic: peso holders suffered 
extraordirary los.es." This study also 
si gnificantiy finds that a process of domestic 
financiai liberalisation that is not coupled 
with enhaiKed prudential supervision leads 
to a sharp expansion in lending both 
banks and non-bank financial institutions 
and often leads to financial crashes. 

The Annex presents trends in tome key 
vaiiabies that have been identified in the 
literature as indicators of economic 
'fundamentals' - (he real exchange rate, 
exports, imports, the ratio of M, (cutimicy 
plus demand and savings deposits in 
commercial banks) to reserves, and the spread 
between domestic and imenumonal lending 
rates (as an indicator of the efficieiicy at 
domestic financial intermediation). These 
indicators are presoited for Indoitesia. 
Malaysia. Phillipincs. Singapore and 
Thailand, using monthly dau for the period 
January 1994 to July 1997 The graphs 
highlight the similanties and importiM 
differences in the trends of throe of key 
indicaiors - real exchange rale, the ratio of 
M to reserves, and (he imetesi rate spreads 
- for the five countries. 

In Thai land, the real exchange depreciaied 
slightly* while the M, to teservex ratio 
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increased, and the interest rate spread 
increased andremained high inJanuary 1996 
to April 1997. These trend*, support the view 
that the ‘fundamentals' were deteriorating 
attd that the vulnerability to financial and 
currency crises was increasing. Nevertheless, 
for a good part of 1996, Thai entities 
continued to have good access to financial 
markets and at relatively fine spreads. The 
crisis occurred when, with a lag, market 
expeciabons, led by speculators, turned 
against Thailand. 

In the case of Indonesia, two of the three 
indicators -- real exchange rate depreciation 
and a declining M, to reserves ratio - showed 
reduced crises vulnerability starting around 
mid-1995. International financial markets 
remained bulli.th on Indonesia as the rate of 
growth of exports remained robust and 
reserves expanded. However, interest rate 
spreads remained high signalling continuing 
weaknesses in domestic financial markets. 
Speculators exploited (his vulnerability, 
including overexpansion in the property 
market, following the July Thai crisis. The 
Indonesian rupiah and (he stock market 
experienced sharp declines, that have seen 
some reversals since agreement with the 
Internationa) Monetary Fund (IMF) on an 
economic and financial programme. 

Malaysia, starting in mid'l99S. 
expenenced a depreciation in the real 
exchange rate and a decline in the export 
growth rate. The M, to reserves ratiodcclined 
as the reserve position improved. Interest 
rale spreads remained high. These indwators, 
therefore, did not reveal Malaysia's 
vulnerability to crises that seems to have 
been based more on ambitious public 
expenditures on megaprojects and an 
incipient property bubble. The Malaysian 
ringgit and the Kuala Lumpur stock market 
have both seen significant declines sinext (he 
start of the Thai crisis. 

The Philippines have seen a depreciation, 
since early 199S. in the real exchange rate, 
declines in the to reserves ratio, and 
narrowing of interest rate spreads. Export 
growth rams have fluctuated but have been 
at relatively high levels, and reserves (until 
recently) have been increasing. The indica¬ 
tors. hence, do not point to weak 'funda¬ 
mentals'. Other factors, including political 
uncertainties, seem loexplain market actions. 

Singapore’s real exchange rate has 
depreciated, exports growth rates declined 
(because of weaknesses in semi-conductor 
prices), the to reserves ratio has been 
relatively stable with reserves at high levels, 
and interest rate spreads have been negative. 
This is a case of trade-linked 'contagion' 
unexplained by fundamentals. 

This discussian seems to indicate that while 
the ‘fundamentals’ favoured a currency and 
financial crisis in Thailand, ‘contagion’ 
effects unrelated to fundamentals (to greater 
or lesser degree) explained the spread of the 
crisis to othereast Asian countries. Singapore 
could be considered to be a victim of a pure 


contagioneffectltsecnu that markets spread 
‘contagion’ rapidly to what are perceived to 
be trade-linked ‘emerging markets'. 

Intra-regional trade represents about 50 
per cent of the total tr^ of east Asian 
economies. They thus would seem to fit the 
pattern identif^cd by Eichengreen et at (1996) 
for the spread of contagkxiof currency crises. 
But this trade link is not that clear. The east 
Asian economies suffered the contagion 
effects of the Mexican crisis, and some Latin 
American countries and other developing 
countries iuive felt the comagion of the Thai 
crisis. The ‘tequila’ and ‘tom yum' effects 
seem to have spread through financial 
linkages to what markets perceive as a group 
of ‘emerging market' economies. A curious 
phenomenon i.s the spread of the Hong Kong 
stock market flu to the industrial country 
stock exchanges. 

(b) Legal, Reculatorv and Sukrvi.sory 
Striktures 

The structural changes in the financial 
services industry that accompany libera¬ 
lisation require significant and rapid streng¬ 
thening of legal, regulatory and supervisory 
structures to deal with ri.sk.s inherent in the 
process. In particular, the opening up to com¬ 
petition from foreign financial institutions 
and the availability of additional amounts of 
foreign finance and new financing 
instruments requires that existing pnideniial 
regulations be modified and strengthened to 
take into account the new realities. 

An April 1997 Report of the Working 
Party on Financial Stability in Emerging 
Maikeu,’ prepared by representatives of 
G-10 countries and emerging market 
economies, has set forth a strategy for the 
formulation, adoption and implementation 
of sound principles and practices to streng¬ 
then financial systems. The strategy has four 
major components; development of an inler- 
n^ional consensus on the key elements of 
a sound financial and regulatory system; 
formulation of norms, pnnciples and prac¬ 
tices by international groupings of national 
authorities with relevant experience and 
expertise; useof markeldiscipline and market 
access channels to provide incentives for the 
adoption of sound supervisory systems, better 
corporate governance and other key elcinents 
of a robust financial system: promotion by 
multilateral institutions such as the IMF, the 
World Bank and the regional development 
banks of the adoption and implementation 
of sound principles and practices. 

The strategy is developed according to 
three major principles; ultimate responsibility 
forpolidesundetuken to Strengthen financial 
systems must rest with national authorities; 
financial sector stability is most likely to be 
achieved when international prudential 
standards are met and when rmukets operate 
competitively, professionally and 
transparently; and sound macrcHxonomic 
and structural policies are essential for 
financial system stability. 


The Group recomnwadod three 
elements of robuat financial syitemircni 
of an institutional setting and final 
infrastructure- including developing k 
legal, accounting, payment and settlei 
systems and estiiblidiing a full ran. 
financial instruments; promotin 
functioning of matketa. by improvln 
quality, timeliness and standards 
information disclosure, by promt 
effective systems of internal manage) 
and risk control; by encouraging owna 
structures that foster ovenighi. and enhar 
managerial professionalism and sk 
creation ol regulatory and supervi 
arrangement.^ that complement and su[ 
the operation of market discipline. 

East Asian emerging market econo 
generally fall short of these suuidards. T 
are shortcomings in the legal syst'e 
including the laws governing bankrupt 
mergers and acquisitions, etc. Fur 
supervisory and regulatuty structures 
not only inadequately strengthened, b 
the case of some countries, for exai 
Thailand, were in fact weakened during 
economic boom that preceded the cl 
Finally, critical information about 
performance of the economy and of 
fiitancial system was often judged by mt 
participants not to be of reliable quality 
was generally not published in a tir 
manner - this contributed to market turn 
and uncertainties and contributed to 
banking and currency crises. An urgent 
for decision-makers in east Asia, thus, ii 
provision of accurate and timely ecooc 
and financial information. Also, there i 
urgent need to bring national prudei 
standards and the legal framework u; 
international levels, and to aitticipate 
introduction of financial instruments 
the domestic economy - for exam 
deri vatives-that already exist in intenuui 
financial markets. While the strengthei 
of standards is essential, so is tl 
implementation. In many east At 
economies, there is an urgent need to 
examine (he institutional structure 
regulation and supervision, and (he qui 
of on- aiKl off-site supervision. PiiuiUy, 
quality of managers of financial instituti 
the responsibilities of board members 
issues of transparency (including cotme* 
lending, etc) need early attention. 

IV 

Specidatioa aad Contegioa 

Currency speculation hat a useful rol 
play in ensuring the effective operatioi 
financial markets. Speculation sigi 
perceptions of tome key market paiticipi 
that there are important distonioiis in mai 
economic and financial policies . 
structuiei, and in political dedskm-mak 
processes. By 'going agaiiui the grain’, 
is, by anticipating and betting on 
magnitude of change in cuimcy mark 
or on iu direction, eitmncy speculoton 
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subiliie markets. If their bets are ratified by 
the market, that is if maikeu do move in the 
tUrectiao antidptted by speculators, they 
make ptofiU; if not, th^ n^c losses. It is 
by now well-establithed, however, that 
speculation can be destabilising - it can 
temporarily move markets in directions that 
are not justified by economic and financial 
fundamentals antVor produce large over¬ 
shoots. They, thereby, impose high economic 
casts on the economies whose c ur rencies 
are being attacked, while producing large 
earnings for specutalom. Whert this occun 
there it a large gap between social and 
private good. 


Emerging market economies have 
institutiorral structures that work agauHt rapid 
adjustmetHs to ttrRjor cnrrertcy fluctuations. 
A major attack on the cutreflcy it poestMe 
because resources available to speatlaiors 
exceed those availaUe to these retaiively 
small ecoitomies. As a result currency 
movementB tn emerging markets can be quite 
large. The response of eeanotnic poiicy- 
riMkcfs involves soirte oombirudioas of use 
of available foreigo exchange reserves, 
abrupt increases in interest rates by com¬ 
pressing domestic liquidity, and fiscal 
compression. These shoit-tcrm measures, 
the longer they have to be nnimained. hive 
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Notes- All data other than inteieit rate ipiead are 12-nioath perceatme chanfet. For real exchange rale incteaie impliet depreciatiaa. 
Source: IPS. 


increasingly deleterious effects on 
investment, growth and social welfare. These 
consequences occur not only when the 
economic fundamentals are wrong and the 
direction of macro-ecoaoinic and flnaiicial 
policies is wrong, but also when the economic 
fundmentals and the general dlttction of 
inactD-ecanomic policies could beoonsiderDd 
a p propriate. 

In these cases, contagion produces negative 
extenialities.* Contagion it transmitted 
'inappropriately' to third countries and 
disrupts their economic development 
mgnmmes. Bin, importantly, it can reduce 
whlk support in the affected economies for 
moving economic policies in globally 


desirable directions. In the past few months, 
there are increasing indications that public 
support for fiasmeial sendees liberalisation 
has wealceaed in east Asian economies as 
the costs of such liberalisalioa have become 
apparent and the promised benefits remain 
in die future. 

In the case of industrial economies, when 
currency parities have divoged from levels 
that are considered appropriate for world 
trade and growth, there have been periodic 
intetvemioos by the moneiaty authorities of 
the G-10 economies and by the Bank for 
Imemadonal Settlements (BIS). In the case 
of the emerging roatket econo mie s,foUowing 
the Mexican currency crisis, the iMesnational 


Monetary nind(IMF)wasgiven an enhanced 
role in dealing with future crises when they 
occurred in emerging market economies. 
TheIMPhas, in fact,exercised this leadership 
role in the recent currency crises of tlw 
PhilippinesandThailand and, more leiMttly, 
in IndonesiB. It is, however, striking that 
JrqMm (a regional economy) was the only 
industrial economy to partfcipite in tbeieicue 
effort for Thailand. The other industrial 
economiet, at best, provided moral support. 
This is in contrast to the Mexican crisis 
where there was broad-based intamational 
paitidpetion. 

Bmc^ng market economies in east Asia 
have largely been left to their own device.^ 


••• 
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respoluea to crises once they have occurred. 

There it an international public policy 



in dealing with the contagion cfFecti of 
Thailand’s currency cfitii. Thediriiqition to 
economic p togr ami B ei and the costs trfpUbMc 
suppoit for liberalitation are not minor. There 
is so far no intemati onal mechanitm to which 
emerging market economies can have 
recourse in dealing srith‘mappropriate’oao> 
tagion effects. The focus has been on 


issue with ibMptead of contagion from one 
emetging market economy to others. The 
concern it with the spiead of a currency 
crfsiifromacoiinlry where it may bejustifted 
by the ‘fiindaiiientals* to othm where a 
crisis is not Justified by 'ftmdameauls’. The 
concern is with: (a) the unexpected and 
tuyustifiedonsetofacrisis-ic, self-fulfilling 
prophecies created by market herd instincts; 
and (bjthemagnitude of Ihcresulting change 
- i e, overshot Both of these, according 
ioanaiyata, havebeen present in the aftermatti 
of the Mexican and Thailand cumn^ crises 
of the 199ab. 


As argued above, the spread of contagion, 
in the above two aipects, can cause severe 
damage to economic development, and have 
major socio-political consequences, in 
emerging market economies. In equity 
maricM in industrial economies, a sjntem 
of ’dicuit-breakers' has been established, 
for example, in the New York and London 
Stock BxduHtges. 

A carefully designed system of 'circuit' 
bteakers’ ne^ to be put in place in cas' 
Asian currency markets. TMs system woult 
be based on regular rotitine consuhaiion 
between east Asian mliiiaters of finance aiv 
govemon of central banks. These con 
sultations would be baaed on the anilyti 
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of t let of perfonnauice indicaton. pertiapi 
of tbe kind identified in the arademic litera¬ 
ture and presented in this paper. It has been 
noted that these indicators could signal 
vulnerability to currency crisis, but not that 
it will occur, much less when it will occur.^ 
Once a crisis docs occur in one east Asian 
economy, its economic and socio-political 
consequences for that particular country can 
only reduced by quick and vigorous 
implementation of needed policy and insti¬ 
tutional actions supported by an ariequate 
financing package.* Political will and 
consensus are critical. 

The spread of ‘contagion’ to other east 
Asian economies could be blunted by 
actions that increase the costs for currency 
speculators of unjustified - that is, not 
consistent with ‘fundamentals' - attacks on 
the cunrcnciesuf other east Asian economies. 
This would require a fund of sufficient 
magnitude that could be quickly deployed 
to blunt the initial spread of contagion and 
to reverse self-fullilling prophecies. Con¬ 
cerns with ‘moral hazard” created by the 
deployment of the resources of the fund 
would be alleviated by the proposed regular 
consultations between monetary and financial 
authorities of east Asian economics, and the 
decisive and temporary nature of the action 
that would be characteristic of a ‘circuit- 
breaker’. 

An institutional mechanism*” of this kind 
would have benefits for the world economy. 
It would bring benefits to industrial 
economies by continuing economic 
development in imporiant trade partners. It 
would also intnxhKX stability in important 
currency markets and reduce the probability 
of their spread to other more developed 
currency a^ equity markets. Finally, it wolild 
increase (or at least not reduce) political 
support in east Asian ecoiwmies for such 
international public policy concerns as 
fuunciai liboalisation. 

V 

Cossduding Commciits 

Tbe main argument of this paper is that 
fltst, the reccm currency crises in east Asian 
emerging market economics highlight the 
need for further strengthening of domestic 
macro-economic policiea, and domestic and 
international financial structures and rules 
of the game. Domestic financial liberalisation 
needs to be accompanied by sound macro- 
economic policies and strnigtheiied legal, 
r^ulatory md supervisory structutes. CMy 
when thw structures are in place are the 
risks reduced of financial and currency crises 
attendant on the opening of the capital 
account Second, perceptions of political 
consensus and will to tate required actions 
expecDtiously enter importantly into market 
peieepliont of vulnerability to qiecuialive 
attacks. Third, speculation has a Iqitimate 
role (b play in iigiialliiig distortians in macro¬ 
economic and flnancial frameworks that are 


not susiain^e. Fourth, specolatioo can also 
be detuMlising and lead to eitceaiea and 
oyenhools,andto ‘inapproprirde'eontagian. 
Finally, emerging market economiet cannot 
be expected to have their macio-economic 
and financial structures right at all times, 
even when the direction of change Is 
aiqwopriate. Economic and political coats of 
speculative attacks in these cireumstances 
can be quite high. An international ‘circuit- 
breaker’ mechanism for east Asian 
economics, to complement IMF-baaed 
mechanisms that are already in place to deal 
with currency crises once they luiveoocunred, 
is urgently required to curb ‘inappropriate’ 
contagion effects and their heavy economic 
and socio-political costs. 

Notes 

[The aolhor is grateful to Dominique Dwor- 
Fieauit. Deeoa Khatkhaie, Stijn C l aeiae m and 
paitici|iants in ■ seimmu at the World Bwlc for 
their most useful commenu. The views expressed 
here are. however, solely the author’s 
respoiuibility. Vivek Sufi provided valuable 
conqnilatioaal anuslonoe.] 

1 In a presentation made on the occasion of the 
World Bank-IMF Annual Meetings in Hong 
Kong in .September 1997, George Soros, 
lenowned hedge fund trader, noted that 
"financial markets ate inherently mutable 
and intemolional fiMndal martieis even mote 
so. InSenwtiDDal capital flows are notoriowi 
for their boom-bust patiem...hmyviBW,thete 
a no such thiiig as ecpiitibriam in Anancial 
maikets because market participants are trying 
to discount a future whidi is kmlf stuped by 
market expectatioiu. This rendeti the outcome 
indetenninate...'' 

2 See Caprio and Klingebiel (1995). 

5 For a mm detailed (Uscmsioi) of the Thai 
crisis sec Dwor-Precaut el al (1997). 

4 In terms of the bilateral exchange rsle related 
to tbe US dollar, tbe tnde-weighied rate shows 
a s t r on g e f depreciation. 

.5 ‘Financial Stability in Emerging Market 
Economies'. A Strategy for the Fomunion. 
Adoption and Impiementarion of Sound 
Principles and Practices to Strengthen 
Bnandal Systems', Report of the Working 
Patty on Financial Stability in Emerging 
Market Economies, April 1997. 

6 I am indebted for this point to Rui de 
Pigttietedo, Jr of the Hons Graduate School 
of Business, University of California. 
Bciketey. 

7 As argued earlier, there is on d e m ent of 
unpredictaiA self-fiilfllling prophecy in the 
timing of the ooiet of a crisis. 

8 There ore questions whether the flnsncinl 
package for Thailand waa adrqnatn to the 
needs. 

9 Tbe dlscnsiion in recent analyses of 
eroeiging market cartency crisca has dealt 
with the ‘moral hazant* for tbe behavioar 
of policy-makan in ihate eeonomiet. Less 
attention haa beea given to the ‘moral 
hazard'icflectetf In the behavlMir of ptivaiB 
market participants from tbe fact that 
crisis wotfcouu have gcnently protected 
their poai t ions and they have not incatind 
loaaea. 



10 A similar amdianiim seams to be ImpUelt 
in the prapoaals for the so-called Japan 
fbnd. 
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Knoidedge, Rhetoric and Power 

International Politics of Climate Change 

AnbqiSafu- 

MfliadKaBdlikar 

In the build-up to the ongoing third Conference of Parties to the United Nations Framework Convention on 
Climate Change in Kyoto, it is evident that the real battles over climate change are being fought over issues 
of trade and national competitiveness in the context of greenhouse policies. For countries of the south, building 
appropriate scientific and economic assessment capacity may be the most critical task. 


lECENT yean have witnessed a steady 
Dcreaie in national and intemstional concem 
uiroundiqg the sustainability of the global 
nviionntettL Qimate change has emerged 
ls the most prominent of the global 
nvironmental issues, and for good reason: 
tone of the others is as inescapably linked 
.1 economic growth and the environment at 
uch an expansive scale and dnailed scope.' 
1 addition, issues of unequal distribution 
f lesponsiiality and potential future impacts 
lat lie at the ebre of this problem make it 
paiticuiarly vexing one. Historically, the 
;tivities of a small group of nations (i e, 
ie industrialised countries of the north), 
ith a small fraction of the global population 
ave caused the majority of worldwide 
missions ofcarbon dioxide(CO,),ihe major 
ontributor to the 'greenhouse' climate 
roUem. However, it is a different fraction 
f the global population, i e, that of the deve- 
}ping countries of the south, that would 
robably suffer the greatest economic. 
;ologi<^ and human health impacts of 
ittute change. Devdoping countries exhibit 
reater reliance of their economies upon 
'imate-dependent activities such as agri- 
ulture, and lack the resources and 
ifrastnicture needed to faciliute adaptation 
j a changing climate. The international 
symmetry in the origins of the problem and 
• the kxw of its potentially devastating 
npacts on the oiw haitd, and scientific 
ncertainty about the magnitude of clinuae 
range and the scale of effotu required to 
xirol the problem on the other, have been 
iqjor facton in almost complete inaction on 
jUcies to abate carbon emissions. 

Ibelong time-scales of theclimaiechange 
roUem strongly link the past and the present 
ith the ftiture - accumulated historical 
mluioiB of CO, will be leaponsible for 
ouiUe future impacta, and appropriate 
:tion muat be conaiikfed now if lijpiificanl 
icreaies in the iikeUhood or aeverily of 
leae in^McU are to be averted.* ExpetU are 
iging cou ntries to undertake CO, emissions 
xluction in die near term in order to achieve 
ductions in ftiture atinoa|dieric carbon 
aneeatrtfiOM. Calla for immediam action 
ike on particular importance for the south 
Ace CO, emiaslons ate strongly linked to 


economic secton such as manufacturing, 
which are rapidly expanding in many 
developing countriea and are seen as the 
engines of their economic growth. Despite 
low levels of CO, emissions compared to 
industrialised countries, die current rales of 
growth of developing country enussions are 
high. This has served to fan the flames of 
political rhetoric in countries of the north, 
where it has been used as a device to deflect 
attention away from lack of effective 
abatement, and continued increases, of their 
own carbon emUsioris. There is increasing 
clamour in the north, especially in the US, 
for the south to be an immediate and formal 
part of the solution to climate change, 
notwithstanding enonnous differences in 
historic and cunentemissiotis bet ween them. 
Although developing courUries such as India 
should not be rushing to save the ‘global 
commons'on anybody'itenm but their own, 
they must recognise the importance of the 
climate change problem - paying close 
atlcatioa to the evohition of the issues and 
the surrounding negoiiatioas is crucial to 
protecting their long-term interesu. 

This article describes the evolutkm of 
knowledge and poliiict of climate change 
and unfolds tome political and institutional 
aspects surrounding these arenas. A 
discussion of the former is included here 
since expert analyses of climate science and 
economics have exerted agnificant influence 
on the nature and diiectian of the intematianal 
discussions, and will doubtleas continue to 
do so. Hence familiarity with the role of such 
analyses is crucial to understanding the 
history and poasiUe future evolution of 
international finale policy. Wealso describe 
the dcvdopmeiit of intcniaiional science, 
analysis, and policy enterprises. These 
enterprises interact with each other, often in 
a symbiotic maimer, mid influence the three 
dimensions of the international climate 
ditcuaskma; asaeasment, negotiabons. and 
implemeiitaiioa. We discuss the role of 
nadonal politics and economic consideraikins 
that untMIe and colour these discussions. 
Theseissucs lake on particuiar urgency as the 
thud meeting of the ConCnenoe of Parties 
(OOP-3) to the United Nations Praowwotk 
Convention on Climate Change (UNPCCC) 


in Kyoto (December 1997) draws plose, 
where the focus of negotiarions will be on 
internationally binding conmiiments for 
reducing greenhouse-gas emissions. At 
present, it is clear that developing countriei 
can rarely muster the analytical and 
institutional resources required forinfotmed 
and lastingcngagcmentinthectiiiialedelMle. 
Therefore, looking toward Kyoto and 
beyond, we highlight issues of long-term 
importance for countries of die south, and 
possible actions to safeguard (heir interests. 

1 

Climate Science uid AaacanMttt- 
Whitber the Sooth? 

Although questions on the role of Urge 
additions of cartxNidioxide totfaeatmosphere 
had been raised as far back as the end of last 
century, most historical accounts of modem 
climate change sdence trace its origins to 
a paper by Revelle and Sucas (1957): In 
describing the increases in atmospheric 
carbon dioxide from fossil ftid emisaions, 
they noted that “humanity is performiiig a 
great ge(q)bysicalexperiinef)t.~that may yW 
far reaching insights into process of 
determining' weather and climate". By the 
early 1970s. scieiidsis made conc erted efforta 
to uudy the possible inleractioais between 
human acdvily and thedimate system {SCO* 
1970; SMIC 1971], While the level td 
climate-idated sdemific research activity 
increased substantially, and a munber of 
high-level meetiiigswerecoo vetted loducuts 
the possible societal inqilicationa of climate 
change, the issue stayed mainly in the 
sctcntific realm until the mid-1980t. 

In the late I9805,acanfluenceofamnnber 
of factors - an increasing coniensus in the 
scieiitific community about the terkaisaea 
of possible inqmcts of modificalioia to the 
global climate, the e ret epreneurid role played 
by some icientisu in communicatiiig ihia 
concern to policy-makers and the pubUc, the 
recetn'negotiations over suiiosiilMric omne 
dcplerion, and a sertes of noriccnble weather 
anomalies - led to a dramatic Mterease in the 
attention paid by the policy oaoummity and 
international niedia to tlm dimate Kme 
[Bodansky 19931. Suhiequcntly, the 
Intergovernmenid Panel onClimaie Change 
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(IPCC) was establUhed under (he auspieea 
of the United Nations Envitonmem Program 
(UNEP) and the World Meteorological 
Organisation (WMO) to provide an 
authoritative international assessment of 
scientific opinion on climate change. Based 
on reviews of the current body of climate 
change literature, the IPCC has since 
produced two sets of comprehensive 
asseumeiu reports [IPCC 1990; IPCC 1996] 
which have substantially influenced 
international negotiations. IPCC's influence 
in the policy process results from the 
engagement of a significant fraction of the 
world's climate research coininunicy and the 
production ofconscnsus statements agreeable 
to national (political) representatives to the 
climate convention. It is the IPCC that has 
been instrumental in building a rematitable 
scientific consensus, despite the presence of 
xigniftcant uncertainties, that laiinw acti vities 
are responsible for a discetniUe influence 
(Ml the earth’s cliinme. 

Concerns about greenhouse warming have 
now been on the internatimial policy agenda 
for well over a decade. The scientific debate 
and discussions surrounding this issue have 
evolved over this time, from an initial focus 
mainly on carbon dioxide-mediated global 
wanning (and the attendant concerns such 
as the melting of the polar ice caps and the 
rise of the sea level) to more iHianced thinking 
about cause-and-effect relationships 
influencing the eaith’scliinate.’Theinclusion 
of other gases (notably methane and 
cMorofluorocarbons) in the menu of green¬ 
house culprits, more detailed studies of 
perturbations in the hydrological cycle, and 
an increased concern regarding the fluency 
of extreme climatic events such as droughts 
and floods have all contributed to the 
broadening of the sciendfic debate. In parallel, 
there has been a remaifcable improvement 
in understanding current variability in global 
climate, such as the links between El Nino- 
related events in the Pacific Ocean and 
climatic disniptionsworidvrideincluding the 
year-to-year variation in rainfall patterns in 
Asia arid Africa. At the same time, an 
increased involvement by other natural and 
social scienbsts.as well as other organisalioiis 
(such as non-governmental organisations) 
haveledtoabfoadeningof climate research.** 
Ironically, just as much of climate change 
may be driven by rapidly expanding 
economicactiviiy. the study of climaiechaitge 
itsdf has become a growth industry. Oimate 
itudies havegrown into a hugeglobid research 
enterprise involving many thousands of 
lesearchen analysing various aspects of the 
climate issue, torn the science of climate 
change to policy analysis about possible 
mitigation measures. Supranational scientifle 
arganisations that co-ordinate research 
irogrammet related to the global 
mvironment have expanded the scope and 


acale of their activities,’ These reseaich 
profra mm es have served the dual purpoae 
of oo-ordinating and hannonisiiig research 
efforts globally and stimulating national 
research activities.* Binding for reaeatcb 
activities has increased significantly as 
scientists from industrialised countries have 
been able to leverage the international co¬ 
operative efforts to argue for increases in 
national research budgets. Further, the 
pooling of budgets and expertise and the 
systematicorganisation of research priorities 
may have reduced the possibilities of 
redundancy and led to a more coherent 
sequencing of research projects. 

■ For a variety of reasons, this large and 
diffuse international group of analysts is 
dominated by researchers from northern 
rndustrialiscd countries - most southern 
countries do not engage in substantial climate 
analysis efforts. First, and clearly the most 
important, limited resources in the south 
impose flnancial constraints which are 
particularly important in climate science since 
much of the basic work in this area requires 
advanced technologies such as satellites for 
dau collection and poiverful computers for 
modelling complex climate systems. Limited 
resources also constrain flexiMlity in research 
activities that are often crucial in inter- 
disciptinaiy research, and hinder essential 
research community-building efforts such 
as professional conferences and meetings 
[Kandtikar and Sagar 1997], Further, inter¬ 
national research institutions which have 
been so successful in leveraging funds in the 
north, rarely support the building of long¬ 
term research capability in developing 
countries because actual money is not 
disbursed by these programmes. Instead, 
research fun^ for collaborative efforts come 
from national research programmes and are 
targeted to funding scientists in their own 
respective countries. Also, the focus of these 
programmes is on cutting-edge research, and 
they tardy include enabling activities such 
as building scientific cspabilhy in developing 
countries. These two aims are not necessarily 
at odds with one another, however, the latter 
requires a careful and determined effort 
during prefect (banning, espedaily since 
researchers from developing countries are 
often outsidm to pre-existing networks of 
northern resemchen, and thus can get shut 
out quite ereily. To be fair, many northern 
researchers are cognisant of, and sensitive 


M, thia iam aod sooie aootheni reMutheri 
adkially do become part of the inteniatioiial 
conummity (as we tee in India), but iMt is 
the rare exception rather than the nonn. 

White sdentiflclssuet have playedaoentnl 
role in the diinate change poUcy debate ud 
negotiations - serious concerns ttixMit the 
InqMicu of climate change raised by sciemists 
have served as a primary driving force- the 
large gaps in the undentatxiingof the climate 
system have often been strategically 
employed by interest gioiq» to hinder the 
adoption of binding commitinents by lutioiu 
for CO, emissions reduction. The other set 
of analyses that have been tactically used by 
proponents and opponents of an active 
climate policy are economic studtes of carbon 
emission abatement policies. In fact, over 
the last decade, there has been a rapid rise 
in chedevelopnientof sucheconoimc moddi, 
especially thtMe used to estimate the costs 
of various Carbon emissions reduction 
options.’ These models have gained enor¬ 
mous political currency over this period, 
particularly in the US. To add to the 
complexity of the climate ddiate, the analytis 
of tMerent economic models can provide 
radically different aiuwen for ostensibly the 
same set of questions, chough doser exa¬ 
mination reve^ that most of the differences 
in model results could be explained by 
differences in the choice of aiaumptions 
underpinning the models (Repetto rmd Austin 
1997]. As is the cate with scientifle 
uncertainties of climate change, the range of 
results presented by economic modds also 

Tails 2: CO, Embsicns noM Fosia.-ncL 
BUXNIMI, CaMBNT PaODUCnON. AND 
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1990 Total 
(000 Tone/ 
yr) 

1990(Per 
Capita) 
(Tons/yr) 

1994 Total 
(000 Tom/ 

yr) 

US 

1293.2 

5.17 

1387.3 

Rnuia* 

6S1.9 

4.41 

441.0 

JrqMa 

288.1 

2.33 

303.3 

Oermany 

266.0 

3.43 

220.0 

UK 

155.5 

2.69 

149.7 


111.4 

4.01 

121.7 

Italy 

107.9 

1.89 

106.9 

Poland 

94.2 

2.47 

92.4 

Finace 

96.7 

1.70 

88.2 

Auftrelin 

69.1 

4.09 

75.9 

China 

638.3 

0.56 

828.4 

India 

185.8 

0.22 

236.4 


Snune: Martaad and Bodea (1997). 


Tabu I; pAxnarATiNa Aimiaas in IPCC Raraan tv CauNrav 


Report 

US 

India 

Chinn 

UK 

IPCC 1990 Working Oitmp I 

MO 

5 

8 

62 

IPCC 1996 WotUag Qtoup 1 

158 

3 

5 

61 

IPCC 1996 Working Oroop 11 

154 

14 

1 

24 

IPCC 1996 Wotfclag Cnrrtp III 

30 

7 

2 

5 


Ndw: There ere meay levelt of aMbonliip In IPCC icportt. the aaiaben ia tiiia table do no 
dietiaguiih between them. 



serve m ammunition for various interest 
groups, and add further confusion to the 
polii^ debate. 

The participation of southern analysts in 
such exercises is, once again, sporadic. 
Technical assistance provided by donor 
countries, such as the US country studies 
programme tDixon et al 1996], help build 
basic familiarity with some economic models 
that are useful in assessing mitigation 
measures. But rudimentary knowledge of a 
limited set of models does not equip southern 
countries to carry out the detailed and 
sophisticated attaiyses that are required lo 
gain a thorough understanding of the possible 
economic impacts of various carbon 
abttemeiK strategies. There arc no major 
global institutional efforts (as counterparts 
of the scientific institutions that have 
developed over the last few decades) to co¬ 
ordinate international efforts, promote 
collaboration, or build up technical capacity 
for ecottomic analyses. 

- All in all. there is an enormous gap in 
participation of the south hiid the north in 
international assessment processes. Even in 
institutions designed to be ‘global', such as 
the IPCC, there is an enormous disparity in 
north-south participation, as evidenced in 
the recent S^nd Assessment Report (see 
Table I) - this is despite efforts, after its 
earlier report, to remedy the situation.’ The 
continuing disparity is not just a feature of 
the IPCC, but of a host of other institutions 
as well, and raises obvious questions about 
the effectiveness of these international 
organisations to draw a broader set of 
researchers into the assessment process. This 
disparity has serious consequences for the 
relevaitcc and accuracy of many analyses, 
since the piedominamly northern commumty 
of experts involved is disconnected from the 
particular needs, realities and interests of the 
south (Kandlikar and Sagar 1997]. In the 
flurry of activity surroundingclimatechange. 
.selective attention is paid to some issues, 
I hose on northern agendas, while other issues 
that ate titore relevant to the south are 
ignored.* For example, assumptions under¬ 
lying many of biophysical and economic 
models are often completely unrealistic, and 
do not capture the critical differences in the 
geography, economy, and society between 
northern and soutbm countries.'* 

For countries of the south, the most 
effective way to overcome such problems 
is to develop indigenous research and 
analytical capability. The debtfesuirounding 
climate chaiige is intricate, and arguments 
are often made with reference lo various 
models and assessments, and the quantitative 
results and qualitative trends th^ produce. 
Analysis and politics are interwoven in these 
nrodels, and the capacity to construct 
appn^ate modelt and ‘de^struct’ those 
of olhm is key to making one's voice heard. 


Sinceknowledgesefvesonly tlwse wtw have 
access to it, building capacity for knowledge 
generation in the south will be the critical 
first siepintnilyglobalisingclimatcanalysis. 
and in feeding a variety of perspeaivei. into 
analytical effortt that are the basis of most 
policy considerations. It is the development 
of research and analytical capability that will 
determine in the care of dimatc change, as 
also other complex international issues, 
whether countries like India will be captive 

audiences toimemational assessment. Clitics 

reacting to thcirundesirable features, orequal 
collaborators in the production of assessments 
and their application in the negotiation and 
implementation of appropriate strategies 
[Kandlikar and Sagar 1997]. 

II 

NegotiatioiH to Nowhere? 

The attention bestowed upon the climate 
change issue since the late I98()s. in many 
industrialised countries (such as the US, the 
Netherlands and Germany) and inter¬ 
nationally (the Association of Small Island 
States (AOSIS)), led to serious negotiations 
on a Convention on climate change. There 
were major differences in the initial 
negotiating posttioiw of the north and the 
sooth (Ddsgupta 1994]. First, there was the 
issue of responsibility for creating, and hence 
providing solutions to, the problem of climate 
change. Northern nations, particularly, the 
US balked at having to take full historical 
responsibility for their past anions. Fiiither, 
they wished to avoid any specific 
commitment to a net increase in financial 
flows to cover the costs of global 
environmental projects in the south. More 
importantly, i ndustrialised countries rejected 
southern calls for non-commercial terms for 
technology transfer, arguing that such an 
arrangement would be incompatible with the 
protection of intellectual property rights. 
Nonetheless, the perceived urgency to have 
a climate convention in place during the high 
profile United Nations Conference on 
Environment and Development (UNCEDt 
meeting served as a catalyst to heroic efforts 
and action among the negotiators and led to 
(he hammering out of a convention by the 
summer of 1992. 

The final introduction of the Framework 
Convention on Climaie diange (FCCC) at 
the Earth Summit in Rio in 1992 was the 
culminatioii of almost two years of nego¬ 
tiations among more than ISO counuics." In 
the rush to meet the UNCED deadline, many 
critical dilferences among (he north and .south 
were left effectively unresolved and couched 
in language that was seemingly acceptable 
loboth. Thearticlesinthisconvcniinn, mcam 
to serve as a starting point for future and 
ongoing discussions, are based on the 
principle of a 'common but dilTercmiated 
responsibility' to work towards the promatkm 


of climate coiuiderations into national 
policies. Amottg the specific commitments 
were the non-binding agreement by 
imlusirialised (Annex 1) countries to reduce 
theirgreenhousegasemisidonsto 1990kvcls 
hy the year 2000, and the formation of a 
multilateral fund under the Global 
Environmental Facility (GEF) for financing 
the ‘incremental’ costs of global 
environmental projects in developing 
countries with ‘new and arkhtional' funds.” 
Developing countries were not expected to 
engage in emissions reduction activities 
beyond voluntary projects funded by GEF. 
The signing of the FCCC was. of course, 
the first step towards the puipocted future 


Tabij GovruNMCvr EicltGY TECteiauiGY 
K ANu D Bunof.rs of Mrjaua Counruu ur 

iNTIANAIIONAL ElOJUiV AGENCY 



1980 

1985 

1990 

1995 

Inicfnaiiunal Energy 
Agency member 





imal (lEA-iui) 

16122 12576 1 0272 

10009 

Japan 

1940 

4355 

4047 

4714 

(excluding Japan) 121K2 

8221 

6225 

5295 

lEA-toi 





Conseni'ation 

1015 

740 

588 

1025 

lEA-tof Koswl 
IEA-M. 

2678 

1614 

1831 

1135 

KenewaMes 

1989 

911 

669 

878 

M>/e' Expenditures presenled 

in 1995 US 


dullars. convened from national 
currencies al I99.S exchange rales). 
Source: lEA (l<W7a) 

Ta»le 4; Inok'CS of Rcal Pricex run 

OECD Coi'N-nurs (IWO=1()0), and Pea Cahta 
Total PmwAa' SiiPfLV tTPES) non 

OECD Avn Non-OECD Cocnoues 


OECD Nuo-OBCD 


Via/ 

Index of Real TPES**/ TPES'yfVsfm- 
Eneigy Pnec Fapulauon lasioa (Toe 
forEnd'Uten fToe Her Per Capita) 
(1990=100) CaptU) 

1978 

105 2 

4.368 

0710 

1979 

)I5 1 

4419 

0.730 

1980 

129.4 

4,ZS7 

0.731 

1981 

140 0 

4 116 

0.726 

1982 

14.1 1 

3.%5 

0 733 

198.1 

1.19 9 

3 933 

0 743 

1984 

1.17 7 

4 062 

0 762 

1985 

1.11 K 

4 120 

0.781 

1986 

109.9 

4 122 

0 798 

1987 

101 6 

4.217 

0.821 

1988 

96.8 

4.313 

0.838 

1989 

97.3 

4.369 

0.836 

1990 

1000 

' 4 .328 

0819 

1991 

98.4 

4 .345 

0818 

1992 

96.0 

4.340 

0.796 

1993 

95 2 

4.371 

0 786 

1994 

94 1 

4 407 

0 766 

1995 

91.1 

4.453 

0 778 


Noief * Docs not include comhusiibk irnc- 
wobles and waste ** Tons of oil 
equivalent. 

SiNifver lEA tl99lS). lEA (IWTb) 
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adoption of firm cofnitiitmenis for protecting 
the global climate. 

The Framework Conventiun came into 
force in March 1994 when more than SO 
countries had ratifled the convention, almost 
two yean after its signing m Rio.’' The first 
Conference of the Panic.^ (COP) to the 
Convention was held in Berlin in April 199S. 
Participants in Che Berlin meeting 
acknowledged that industrialised countries 
were not undertaking commitments 
commensurate with the convention's 
objective.s despite their attempt to retum 
theirgreenhousegus emissions to 1990level 
by the year 2000. Furthermore, the parties 
agreed to agree on a formal protocol for 
t^ing action beyond the year 2000. The 
details of the protocol were to be negotiided 
for presentation to the third COP i n December 
1997. The stakes for the third meeting to be 
held in Kyoto, were raised further in the 
second meeting of the COP held in Geneva 
in July 1996, when industrialised countries 
agreed to the inclusion of legally binding 
commitments in such a protocol. The Geneva 
meeting went beyond Berlin in three respects 
[ECO 1996], First, it strongly endorsed the 
199S second assessment report of the IPCC, 
"as currently the most comprehensive and 
authoritative assessment of the science of 
climate change, its impacts and response 
options now available", thus laying to rest 
(at least for the moment) the debate on human 
causation of climate change. Second, it 
confirmed findings of the IPCC that 
continued rise in greenhouse gas concen¬ 
trations “will lead lo dangerous interference 
with the climate system". This was seen as 
highly significant because the climate 
convention commits parties to the objective 
of avoiding dangerous intcrt'crence to the 
climate system. Third, it called for legally 
binding targets and timetables for achieving 
greenhouse gas reductions. Both the Berlin 
and Geneva meetings did not significantly 
shift the status of developing countries with 
regards to emissions reduction responsi¬ 
bilities. However, the Berlin meeting did 
result in the acceptance of pilot phase of 
‘joint implementation', an emissions 
reduction measure that is favoured by 
northern nations and viewed with suspicion 
by most southern countries. 

The history of climate negotiatioru re veals 
a pattom which provide indications for the 
future. In the short span of little over five 
years since the signing of the convention in 
Rio, the COP m Kyoto will consider the 
acceptance of binding commitments for 
emission reductions in mdustriaiised 
(Annex I) countries. This is remarkable 
considering the complexity of the issue. 
Accofids dealing with much simpler issues 
have taken much longer time to move along 
the path of making commitments. However, 
the speed at which the issue has reached the 


currem stage should not be inteipreted u a 
willingness toimplemcnteiniuions reduction 
meastues. A closer look reveah consistent 
promises for future action whose specific 
details would be decided at a later date. Thus, 
negotiations have systematically produced 
optimistic but conditional outcomes that are 
not congruent with what could be reasonably 
expected, given the actual levels of national 
political commitment to take the issue 
seriously. For example, in Rio, indus¬ 
trialised (Annex I) countries agreed to 
vtriuntary curb.s on emissions to reach 1990 
levels by 2000 - a promise that will not be 
fulfilled by most. 

Climate negotiations to date have seen the 
formation of .several coalitions, with some 
planned and concerted efforts and other more 
occasional and issue specific alliances. 
Industrialised countries .seem to have split 
into two active and partially opposing camps: 
the European Union (EU) and iUSCANZ 
(a group that includes Japan, Canada, 
Australia and New Zeal and, but is dominated 
by the US). Developing countries face 
significant challenges lo building of a strong 
coalition. Oil producing scales actively 
oppose any action by the parties, while small 
island states rcprosenled by AOSIS fear 
inundation from sea level rise and have 
systematically campaigned for strict 
emissions reduction plans. Large developing 
countries such os India and China have 
expended their energies in fighting 
industrialised country efforts aimed at 
including the south in emissions reduction 
proposals. Occasionally, Uicy have u-sed their 
political weight in exerting tangible political 
pressure on industrialised countries to take 
up their share of the responsibility agreed 
to in the summit at Rio (Runnalls 1997], 
However, developing countries (with the 
exceptkmof AOSIS) have typicall y not taken 
a proactive and aggressive stance in climate 
negotiations in part due to the fear that 
increasing pressure on industrialised nations 
lo reduce emissions might serve to hasten 
calls for their own involvement in caibon 
abaiement activities, a fear which recently 
has been borne out. 

The past few months have witnessed 
tremendous international political and media 
attention on this subject. As the deadline for 
Kyoto drew lioscr, pressure mounted on 
major northern governments, particularly 
those of the US and Europe, to produce 
concrete proposals for emissions reductions 
at the Kyoto meeting. Early in the year, the 
USand the EUproduced‘non-papers', which 
laid out key elements of their greenhouse 
strategies without providing specific details 
about targets and timetables for reductions. 
The BU draft proposals called for emissions 
cuts of between 5-15 per cent by the year 
2015, which they hoped lo meet by intamal 
tax policies, as well as ‘Joint implementation’ 


in dewdoi^ countries. The US poaitton 
p^per did not provide any specific targets, 
but chose to focus on a ‘flexible' market 
bated policy iiutruraent - interoatioiia] 
pennlufar trading in caitMmcmissioniighti. 
The US pennit scheme also included several 
controversial proposals including 
‘borrowing' of emissions from future budget 
periods to meet current needs, an expanded 
joint implememation programme, and the 
notion of ‘advancing developing country 
emissions reduction efforts’ (which 
foreshadowed their future emphasis on 
developing country commitments). 

In the months since the US circulated its 
draft protocol, powerful domestic interests 
ha ve launched a conceited campaign to derail 
any moves towards acceptance of binding 
targets, which, unfortunately, seems to be 
strongly influencing the internal debate. 
Vari ousindustry groups, agaggleofindustiy 
CEOs, 'think tanks' and scientists backed 
by coal and oil money,and some members 
of the US Senate and Congress have invoked 
scientific uncertainty and the loss of national 
competitiveness to argue against anybtnding 
policies. ” Many of the arguments claim that 
US jobs will move to countries in the south 
as energy-intensive industries relocate there 
to avoid higher energy costs. These claims, 
of course, often go against the grain of careful 
analysis - for example, the Work! Resources 
Institute has shown that national differences 
in environmental policies have minor impact 
on trade and investment flows [Repetto and 
Austin 1995]. The rhetoric implicating large 
'polluting' countries of the .south continues 
unabated, a rather bizarre iMition given that 
the US carbon emissions are far larger than 
the emissions of these countries on an absolute 
basis (almost twice that of China, aitd over 
six times that of India). This picture comes 
into sharper relief if one coniidefs cumulative 
historic emissions, where the US and the EU 
have emitted 15 and 10 times, respectively, 
the carbon that India has emitted. Examining 
the numben on a per capita basis makes the 
comparisons even more lop-sided. 
Nonetheless, a non-binding resolution passed 
by the US Senate by a margin of 95-0 in 
July 1997 urged the Clinton adminisliation 
to oppose any legally binding greenhouse 
protocol that did not require developing 
countries to meet emission limits [Cushman 
1997ai. More recently, a group of industries 
in the US launched a $ 13 million advertising 
campaign [Cushman 1997b] which claims 
that a treaty binding industrial nations to 
carbon reductions would be unfair because 
it vrould not make the same demands on 
developing countries. 

Given the array of irtteiests lined up against 
any protocol that calls for binding targets 
for industrialised Annex I countries, it is not 
surprising that the US had not rdeased its 
oflicial position by the middle of October. 
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inwn^ivoiixmdisbeibntheKyotoineetiiig. 
tw pmeace of a lar^ team of analysts 
ledicitod to the develo{mientofaUS position 
iu not helped in solving the political 
Mralytis that the US government finds itself 
n - die paitidpants in the domestic debate 
ire split on the goals that should be proposed 
or Kyoto. This is paiticulaily important for 
he climate n^otiations since Um “US, by 
'i/tue of its economic weight, international 
nfluence, and huge emissions of greenhouse 
tases, is the 900-pound gorilla of inter- 
larional climate politics” [Stevens 1997b]. 
Other industrialised nations have not fared 
dl either in putting forth proposals for 
'yoto. A similar internal struggle has 
nfluenced the Japanese position - while the 
'overnment is concerned about a ‘loss of 
ace’ if all does not go well at Kyoto j Kristof 
997], its fecent proposal to move toward 
5 per cent reduction in the greenhouse gas 
imissimis of Annex 1 countries by 20] 0 has 
cen derided as hopelessly inadequate 
Jordan and Sullivan 1997]. In a bold-faced 
nove to set the issue back a long way, the 
;overnment of John Howard in Australia has 
hreatened to withdraw from the climate 
onvention if binding targets are successfully 
icgotiatcd in Kyoto [Greenwire 1997). 
Janada has chosen to keep a low profile, 
nd is letting the US take the heat on its 
ehalf. Only the EU has fared better in that 
: has relent a plan which makes specific 
tcoromendalions for emissions reductions 
IS per cent reductions by 2010), though 
thers claim that the Europeans proposal is 
nly “gesture politics” {^onomisl 1997]. 
*hus. although international negotiations 
ppearto be moving apace, most industrialised 
ations have neither demonstrated the desire 
) meet past voiuntaiy commi tmenis, nor ha ve 
ley often been able to generate the necessary 
olitical consensus within their own countries 
) suggest new binding targets. 

For many industrialised countries, the tack 
femlatsiasmover uniform carbon abatement 
irgets in the north stems from the fact that 
idustrialised countries have large differences 
I the energy intensity of their ecmomics, as 
'ell as carbon emissions per capita. Countries 
jch as Japan and France have spent decades 
nd vast resources to reduce the carbon 
ttensities of their economies - for them, 
sductions in emissions down to 1990 levels 
uy be mote difficult to achieve than for 
then. For the Immediate future, one possible 
rategy for industrialised countries could be 

> move, as a first step, towards ctmvetgeiK« 
r their catboti intensities to levels already 
thieved by the caibon-efficient petformets. 
At the same time, there soems to be a 
ibstanilBl buildup of mometuum in some 
iiarten rowaid foteing developing countries 

> adopt comndanents looa This goes against 
e fundamental spirit of the con venbon agreed 

> in Rio (’(he common but differeruiated 


respoiulbility’) which was meant to protect 
developing countries from exactly the issue 
that is being raised now. Though the pash 
comes mainly from the US, and theEuro(mm$ 
and Japanese ate less willing to renege on the 
previous agreement, the implications of this 
latest move cannot be ignored. Shrewd critics 
of the climate convention, especially industry 
interests, realise that trying to force developing 
countries to sign binding agreements at this 
stage could sow the seeds of disaster and 
scuttle the chances of a significant binding 
agreement forindustrialued countries. Inpan. 
blame for this must be shared by developing 
countries who have generally been reactive 
in their recent approach toward climate 
negotiations, and not proactive in strongly 
outlining their negotiating positions, building 
effective coalitions, or carrying out national 
and international public relations campaigns. 
The imperative is upon them to start serious 
discussions about the allocation of the global 
carbon commons based on principles of 
fairness and equity*^ before engagingin debates 
about timetables for emissions-limitalion 
commitments. 

Presently the outcome of the Kyoto meeting 
.seems uit^y unceitaia While the road to 
climate negotiations appears to be paved with 
good intentions, this is far from the tnith. 
Behind the ’one world, one people' rhetoric, 
jockeying by northem countries to protect 
dumekic interests may doom the possibility 
for an imemationally agreeable protocol to the 
Framework Convention. As a result, the 
climate change negotiation caravan is spinning 
its wheels with little progress - even as it 
lurches toward Kyoto, it is far from clear if 
(his procession of proposals is going 
anywhere. 

U1 

Intransigeiicc in Implcaicntatioa 

Despite an improvement in the 
understanding of the potential impacts of 
climate change, and a rise in public concern 
about the issue, the response on part of the 
governments of the industrialised world has 
been characterised by inaction In the heady 
celelnations of the UNCED in Rio. Annex 1 
countries had promised to voluntarily reduce 
their carbon emissioas to 1990 levels by the 
year 2000. As the euphoria over Rio faded, 
so did the determination to undenake acti¬ 
vities to convert these promises to reality. 
In fact, data show (see Table 2) that the 
carbon emissions of the major Annex I 
countries have generally increased since 1990 
(Marland and Boden 1997];'^ recent projec- 
titms suggest that the emissions of the indus¬ 
trialised countries will increase by 1^ per 
cent in the year 2(X)0 over the I9W levels 
[EiA 1997]. Ironically, recent analyses sug¬ 
gest that southern countries, through aggres¬ 
sive programmes such as energy market 
reforms, may actually be doing more than 


industrialiied countries in moderating their 
emission fncreaaes [Reid and Goldemberg 
1997; Ramakrislma and Jacobsen 1997], 

.Some Annex I countries may actually be 
able to meet (or even exceed) the Rio targets, 
but the reasons for this are rooted not in 
greenhouse policy measures but rather in 
other exogenous factors - for the transitional 
economies of eastern Europe and the former 
.Soviet Union, tJie slump in their domestic 
economies has reduced energy demand; for 
Germany, the integration of tte former cast 
and west German economies led to the 
retirement of many old and inefficient power 
plants from the cast; and in the UK, a shift 
away from coal (for domestic political 
reasons) and the availability of vast amouffls 
ot cheap natural gas from the north sea has 
made the latter the fuel of choice for power 
generation. 

While it IS recognised that a variety of ‘no- 
legrei' and ‘win-win’ policies and measures 
(such as reform of transport subsidies, product 
efficiency standards, and tax incentives) 
could deliver substantial returns within 
industnaliscd countries in the near future 
(Corfce-Morlot 1997], the focus upon these 
IS often marked by Its absence Forexarapfe. 
a recent study by a consortium of US 
government laboratories has shown that 
aggressive policies to promote implemen- 
lation of end-use efficiency technologies, 
combined with a SSO tax per ton of carbon, 
could reduce US carbon emissions to 1990 
levels by the year 2010 without imposing 
prohibitive costs [DOE 1997]. Another major 
analysisof various economic models conclu¬ 
des that “under a reasonable set of aaiump- 
iions, most economic models would predict 
that the macro-cconomic impacts of acaibon 
lax designed to siahilise carbon emissions 
would be small and potentially favourable” 
[Repetto and Austin 1997J. 

Of course, logic and solid analysis are the 
first casualties of politics - for example, the 
US administration has methodically turned 
a blind eye towards caibon taxes because the 
domestic constituency does not accept taxes 
(even though most economists agree that 
carbon taxes may be the most effmenl 
mechanism to abate emissions). Some other 
nations, such as Norway, have impleinenied 
carbon i.ixes. but the levels are loo low to 
yield any substantial benefits. At the same 
lime, energy prices in the OECD have been 
slowly declining over the last decade and a 
hair[IEA 1996], white the per capita energy 
use has generally been increasing (in contrast 
to the per capita energy use of non-OECD 
countries)[l^ 1997b;secTaNe4J.Overall, 
the use of market-based domestic pvilicy 
instniments, let alone traditional regulatory 
ones, to reduce carbon emi.ssions has been 
sparse in the north, despite the increasing 
predominance of cennomK' ideolugy- and a 
political near-consensusontheuseofmarka- 
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based approaches for solving public policy 
problems. 

Part of the problem derives from the 
profusion of economic nsodels that serve up 
a variety of (often conflicting) conclusions." 
Also, the science of climate change is itself 
still fraught with tremendous uncertainties 
despite an emerging scientific consensus on 
the presence of a human imprint on the 
global climate system. This provides 
ammunition for both sides of the debate - 
those in favour of controls on carbon 
emissions argue for a “precautionary 
principle" in order to avoid potentially 
catastrophic consequences, those against any 
controls on carbon emissions use the 
uncertainty in arguing for inaction, and 
support further research for the ‘resolution’ 
of outstanding issues. As aiesulU the scientific 
and economic analysis of cli mate change has 
become highly politicised. 

At the same time, the energy R and D 
spending by the governments of 22 member 
countries of the International Energy Agency 
has fallen overthc last few years[IEA 1997b; 
see Table 3] - this is significant because 
these countries account for tnc vast majority 
of (he public sector energy R and D spending 
in the world. The decline becomes even 
more pronounced if the funding efforts of 
Japan, the only lEA country to have 
maintained or even increased its energy 
R and D budgets over the last fifteen yean 
ire isolated. While con.servatton (i e, energy 
ind-useefriciencylcffortshaveclimbed back 
jp in asmall way, thefunding for renewables 
and fossil-fuel technologies are a fraciion of 
1980levels.'*To make matters worse, private 
ector spending on energy has also been in 
iccline, especially in the US where most 
Irms are shifting the focus of their research 
efforts away from long-term technologies 
PCAST 1997]. The combination of these 
rends .suggests that even as concerns are 
rising over climatechange, future availability 
sfinnovative technologiescrucial for meeting 
iie challenges of climate change may be 
nadequale (PCAST 1997]. 

Substantially reducing greenhouse gas 
imissions in industrial economics will 
iltimatclytakeconsiderabie effort,especially 
f current rates of consumption continue 
inchecked. It will require that industrial 
XMoomies shift to a fuel mix which is less 
latbon intensive; it will require greater 
mphasis on efficient use of energy; it will 
equire the development and deployment of 
10 vel energy technologies; and it will requi re 
K creation of social, governmental and 
conomic instiuitionstomakeacombination 
f these shills possible over the next few 
ecades. These are complex issues that have 
K potential to transform lifestyles and 
conomic structures. For (his reason, while 
K discussions of climate change had their 
dgins in environmemal concerns, these have 


mostly been superseded by compedtiveneas 
concerns. For example, recent climate policy 
positions in the US have had economic 
competitiveness as a central element across 
the political spectrum; in Japan, the mighty 
ministry of trade and industry has weighed 
in with similar concerns. It is perceived that 
policies to reduce carbon emissions will 
have broad implications for various sectors 
of the economy, some positive and some 
negative, and a wide range of intocst groups 
are jostling to influence policy in conflicting 
ways. Industries are claiming that abatement 
strategies would result in loss of jobs and 
national income, and environmental NGOs 
are suggesting that the global environment 
can be protected without loss of compe¬ 
titiveness, or even provide opportunities for 
technology exports. 

In conUast to the lack of coherent national 
action in the north on concrete steps towards 
reducing greenhouse gas emissions, the 
scientific study and analysisofdimatechange 
is booming. Governments have .systemati¬ 
cally attempted (o deflect the pressure to enact 
policies that have a real chance of reducing 
emissions by pumping money imo research 
and asses.sment activities, and holding up 
these expenditures as proof of their 
commitment to solving the problem. As a 
result climate change research budgets have 
skyrocketed. Northern governments 
currently have an annual spending of well 
over US $3 billion on climate change 
research, with the US accounting for about 
$ 1.8 billion in 1997. Much of this money 
is spent on improving the understanding Ihc 
science underlying climate change, making 
detailed observations and measurements of 
the earth system, understanding climate 
impacts, and policyanalyscs of various facets 
of response options. Infact,the climate issue 
has a virtual gravy train for the various 
research and analysis communities in the 
north: government agencies, academics, 
scientists,environmental consultants, NGOs. 
think uinks, and development organisations. 

Joint Implementation and Other Carbon 
Abatement STiiATiiCie.s 

The debate in the noith, leading up to Rio, 
bestowed much attention upon market-based 
mechanisms, and has continued to do so 
subsequently. '^Iiesc mechanisms include 
carbon taxes, international emissions Uading. 
and joint implementation (Jl). So far, JI has 
emerged as a leading mechanism for global 
emissions abatement of greenhouse gases 
that involves countries of the south. The 
underlying premise beUnd Jl is that bilateral 
co-opaation between countries con lead to 
‘cost-effective’ emissions reduction by 
reducing emissions where it is ‘least 
expensive to do so*. Since the cosu of 
reding emisshHis are lower in less-indus¬ 
trialised countries than in induitrialiied ones. 


or so dm entrenched logic gnet, a 
impioneMed jointly between the two wtwld 
benefit all cmcerned parties. Measured by 
the amount of rhetoric generated, JI is aciear 
winner in the race to coqjure lip north-south 
co-operation on climate chwge. It has 
enjoyed much support and some monetary 
backing of northern governments, 
environmental NGOs, and international 
agencies all keen to force a dialogue on 
reducing emissions of greenhouse gases in 
countries of the south, each for their own 
strategic reasons.* 

Although JI was introduced into the policy 
debate long before Rio, the issue was dealt 
with in a concrete manner by the Parties to 
the Climate Convention in mid-199S at the 
first meeting of the Conference of the Parties 
(COP-1) hdd in Elerlin. It was here that a 
pilot phase of Jl, now termed activities 
implememed jointly (AU) was adopted after 
long and hard light. The pilot phase, AU. 
does not allow for any credits to be allotted 
to northern governments or companies 
involved in abatement activities; instead its 
focus is on resolving a number of aiwlytical 
and operation difTiculties associated with Jl 
through experience gained by pilot 
programmes. 

The JI programmes of northern govern¬ 
ments have been varied in their focus. Some 
countries like the Netherlands and Norway 
ore providing public funding for national Jl 
initiatives. Other programmes, most notably 
the US initiative, dqtend almost entirely on 
private funding for flnancing Jl projects. 
Many of the Jl programmes seem to promote 
strategic advantages that investing companies 
might gain in project host countries - in fact, 
JI programme documents of many countries 
(the US, Australia, Japan, Canada) tout the 
promotion of export and foreign investment 
opportunities as benefits of Jl [Parson and 
Fisher-Vanden i997]. 

Essentially, two sets of questions need 
to be asked of JI - how much can it deliver 
and what would be its administrative and 
institutional requirements? And what are 
the implications of JI for global carbon 
abatement and for the south in the long¬ 
term? 

Much of the current discussion of Jl (or 
even emissions trading) suggests that 
significant global cutbacks of carbon 
emissions can be obtained in joint 
programmes with developing countries. A 
rough cakulatioa suggests that (his an unduly 
optimistic estimate.” Therefore, JI or 
emissions trading between devdopiog and 
industrialised countries is unlikely to make 
the requi red contribution td the gloM carbon 
abatement. Industrialised countries will 
eventually have to substantially reduce 
emiuionsintheirowncouiitries'ionwlhing 
they have shied away from compleiely over 
the last few yean. 




It i> alto not dear how many projecu 
/ould need to be imdemented in ord^ to 
ain any lubitantial abatement through Jl. 
Ik size of the current All projects varies 
reallyeven lufe projecu offer eiti mated 
batement in the range of a few hundred 
.wuiand tons of carbon per year. This 
uggests that a large number of projects 
twld have to be undertaken to make a 
ignificant dent in global carbon emissions, 
icnce, a vigorous global JI programme will 
irdMbly impose significatU requirements 
yf project marugement There is also a 
aision inherent In the move toward large 
fojeett - past development projects have 
hown that large-scale efforts ate often 
ifTicuit to design at)d implement in a matmer 
onsonant with local needs and desires 
fichaelowa and Greiner l996].iI(orcarbon 
ading) also raises the issue of baseline 
stimation and monitoring for compliance, 
ttd standardisation to ensure that reporting 
. accurate. Since such programmes would 
rovide credit for abatement beyond the 
usiness-as-usual (BAU) circumstances, 
nerous requirements may be placed to 
stimate the baseline emissions and the 
rejected increases under BAU, and then to 
»ify the additional abatement over time, 
be information tteeds aixl iraitsaction costs 
f this ate coruiderable, patticulariy since 
will need to be done on a projcct-by- 
-oject basis. 

Despite these difficulties. Jl is popular 
nxmg northern governments. It allows them 
I export the problem to other countries, 
ducing the need for (politically) painful 
itemal policies needed for lightening their 
wn belts with regards to energy consum- 
jon, while deflecting pressure for action 
1 climate change from green lobbies in 
eir respective countries. In the long-term, 
ougb, drastic changes in carbon emission 
Utoiu in the north will be etseniial to 
sntinuing global carbon abatement. In 
Idition, incentives to change northern 
lUems of carbon emissions ate essential for 
xividing the impetus needed for the 
svelopineni of a portfolio of innovative 
»eigy technologies - most Jl ptpgrammes 
date rely on existing technologies (or 
lOdi ficatioTU thereof i to deli ver abatements 
the south. In the long term, however, it 
eueniial that new technologietbeavailable, 
case the climate problem requites an 
xelerated abatement strategy. 
AfiinctioningJiieginK would also provide 
e private sector in industrialised coumrics 
itfi the access todeveloping country markets 
sell its producu. It ii iwi dear that in the 
ut interest of developing couraries access 
domestic markets is an important 
rmponenl of indigenous technology 
velopment, but a JI regime would 
icesiarily ddiver a pan of the market for 
w energy technologies to northern firms. 


Using these maritets ,and possibly, subsidies 
from their home governments (which muy 
beunavailsbleforenergy-rdaledinvcsiiTK-nis 
in their own coururies), it would be northern 
companies that would move down the 
learning curve of manufacturing specific new 
technologies. Hrms could also benefit m 
other ways - for example, in many scclors. 
the market for energy technologies is highly 
competitive and companies may make liiile 
profit by selling equipment. But large profits 
can be made from servicing and maintenance 
in the operational phase. Thus, 'locking in' 
to a particular market may be key lo a 
company'sstrategy.Coftnectioftsestablishcd 
via JI programmes with decision-making 
bodies could also eventually serve to build 
inroads in rapidly expanding markets. In 
addition, JI provides countries of the north 
with low hanging fruit (in someone else’s 
backyard) that can be easily plucked, but 
takes away opportunities for cheap future 
emissions reductions for southern nation-s in 
their own countries. 

Perhaps the most impcaiant, the manner 
in which the economic savings and carbon 
credit for cheap emissions reductions from 
J( will be determined and shared is still 
unclear, but based on current positions, it 
seems that northern couniries expect to be 
credited for a substantial fraction, if not all. 
of the savings made possible by mea.sutes 
implemented in the south. The determination 
and allocation in savings is likely to be a 
thorny issue, not jud for Jl. but even for a 
global emissions trading scheme where the 
participation of developing countries is 
necessary for lowering the costs of carbon 
permits. 

The bilateral nature of JI has the potential 
to further skew an already existing imbalance 
between more and less industrialised 
couraries in the abi Ii ty to negotiate on cl imaic 
change issues. This threai i.s parnculaiiy 
acute for smaller countries of the south who 
may lack the capacity to evaluate the 
implications of specific projects that may be 
available for them in their bwn countries 
Further, if JI were to shift from its current 
and limited pilot phase to a mure active 
stage, with sigraficant increases in the number 
and scale of projects under consideration, 
there is the possibility that developing 
countries may get involved in a bidding war 
over projects, with the ultimate beneficiaries 
being northern countries 

While Jl may offer certain advantages and 
strengths, the above discussion shows that 
it also raises a host of issues that can 
potentially be problematic for developing 
countries. Many of these issues (such ss 
baseline determination, and allocation of 
savings) will also be a concern with 
mechmisffls such as emissions trading. ° The 
situation is likdy to become much more 
complicated as issues of trade in products 


with carbon (ai in the cate of 

manufactured goods (Maioil 1997), 
electricity, or limber [Jepma 1996] put an 
additional twist in the allocalional issue of 
sequestered or emitted carbon.^ 

While transnational abatemeni strategics 
may be economically effictent in a global 
sense, developing countries should ensure 
that they share in the benefits sod avoid other 
losses tsuch as a compromise of indigenous 
technology policy for energy technologies). 
IIic onus for suggesting appropriate and 
cttcctive implcmentailon strategics lies on 
the north, but the onus is on the south to 
cniically and carefully examine these stra¬ 
tegics before agreeing lo become partners 
in implementation. Beyofxi this, it is also 
clear that abatement strategies in the south 
s huuld be designed to complement emissions 
reduciinns in ihc north, and not to replace 
them 

COSCLUSIONS 

In the final analysis, climate change is best 
.seen not as an environmental problem facing 
the global community of nations,” but as an 
additional problem to be managed in an 
increasingly unforgiving and predatory 
iniemational economic realm. In addilian, 
a primary feature of this issue is the invene 
relationship bciwecn countries that are 
responsible for this probiem, and those that 
will likely bear the brunt of the impacts. The 
struggle fur control over the climate issue 
conUnucseven within the north, and powerful 
interests direct strategic and public 
discussions to focus mostly on die first 
feature, while brushing the second aside. 
Pious rhetonc ot global stewardsliip of the 
planet notwithstanding, the real battles over 
climate change are being fought over issues 
of trade and national competitiveiiess in the 
context of greenhouse policies. In the buildup 
to Kyoto meeting, it is obvious that these 
concerns arc on the top of the most northern 
agendas. 

Along with the articulation and Kceptraice 
of climate change as a potentially serious 
problem, there has been an relentless 
construction of northern institutions to 
analyse various facets of the issue. These 
institutions have helped develop suitable 
analytical experase to integrate the intricacies 
of science and economics while implicitly 
safeguarding national interests. P ut thermoic. 
formal ised links bet ween analysts and policy 
makers in the north serve to assist in the 
complex and costly negotiation process. The 
general lack of indigenous analytical 
capability relevant to the particular 
complexities of climate change places the 
south at a major disadvaMage. In additioii, 
southern countries are not significant 
patticipams in the international mstiiufioiis 
where the broader questions suirounding 
climate change are shaped. In large part, this 
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has allowed nonhern concerns to dominate 
the proceedings while the south has been 
largdy caught in a fcacti VC mode-responding 
to industrialised country proposals, which 
cither bait and entice by dangling the carrot 
of increased funds through proposals such 
as joint implementation, or threaten and 
browbeat by their sheer volume. This 
situation is unlikely to change until countries 
of the south adopt a .strategic and a long¬ 
term southern co-operative view with regards 
to outcomes of the key dimensions - 
as.scssment, negotiations, and imple¬ 
mentation - of the climate discussion. 

Par countries of the .south, building 
appropriate scientific and economic 
assessment capacity rrwy be the most critical 
task. Analysing the immediate economic 
implications of proposed initiatives, 
evaluating the long term influence of policy 
choices on developmental goals, and 
translating complex knowledge into 
comprehensible policy advise requires 
considerable expertise and commitment. 
Countries of the south should muster national 
and international funds to not only build 
domestic capacity, but also build institutions 
that allow southern nations to co-operate in 
order to deepen - and broaden their joint 
capabilities. This would improve the quality 
of the analysis and provide integration of 
regional Concerns into the climate 
assessments. Developing and shaping an 
analytical base, that negotiation and 
assessment strategies could draw upon, is 
fundamental to engagement on an equal 
footing in the sophisticated international 
debate on the climate issue. 

Southern nations also need to reinvigoratc 
the discussion on equitable allocation of 
carbon emissions quotas. This issue becomes 
even more salient as negotiations increasingly 
focus on binding targets and timetables for 
emissions reduction. Allocation of emissions 
quotas is perhaps the most important issue 
that climate negotiations will take up, and 
a vigorous debate needs to be initiated, both 
svilhin countries of the south, and in the 
international arena, on how agreement on 
global limits will be translated to national 
limits. This ise.specially important if market- 
based schemes^ such as tradable permits 
emerge as the policy instruments of choice. 
With regards to negotiations, it is vital that 
analysts be formally linked to pol icy-makers 
and policy-making bodies which represent 
countries in the international arena. The south 
needs to acknowledge that global 
environmental issues ate, at a fundamental 
level, akin to global economic issues and 
niganise themselves in adapting to this reality. 
The history of climate negotiations also tells 
us that developing countries need to be 
proactive in strongly outlining their 
negotiating positions, in building effective 
coal itions among ihemsel ves. and in carrying 


out national and international public relations 
campaigns in concert with sympathetic 
northern NGOs. 

Ultimately, the long time scale of the 
climate issue requires southern countries to 
pay serious attention to the ramification of 
emissions reduction initiatives fortheir long¬ 
term development paths. The enetgy, trans¬ 
portation, manufacturing, and agriculture 
sectors will all be influenced by greenhouse- 
gas mitigation policies. Prom a southern 
perspective, the interactions between these 
policies and economic, technology and social 
policies become critical. Not surprisingly, 
most initiatives that have their origins in the 
northoftenpay little attention to these issues. 
In addition, efficiency criteriaof internatioiuil 
implementation sirategies should not obfus¬ 
cate equity considerations that arc central to 
(he global solution of this problem. 

Climate change is a long-term issue whose 
importance in the international arena will 
only grow overtime. The Conference of the 
Patties in Kyoto is but one step on what is 
a long and tortuous journey that currently 
has no clear end in sight. An understanding 
of the promise.'; and pitfalls of various paths 
is necessary to avoid the institution of 
greenhouse gas emi ssion abatement strategies 
that reflect and reinforce existing patterns 
of imernational power. The countries of the 
south need to mobilise their resources in a 
concerted manner to challenge the power of 
rhetoric and the rhetoric of power in order 
to safeguard their interests. 

Notes 

[The viewscxpreiscd in this onicle are the authors' 
own, and nut necessarily of the institutionB to 
which they oic aflilialed.] 

I Scicntiric jargon aside, the facts of the cose 
can be presented qiute simply - most scientists 
have come to bdieve that “the balance of 
evidence suggests a discernible influence of 
humnn activities on global climate" [IPCC 
I9%] The planetary scale of the imp^s of 
climate change - ^fts both in the mean 
climate (c g, global mean tengicralure) ns well 
as frequency of exticme events - could affect 
a substantial pan of the future global 
population. Climate change is driven by 
human activity through the addition of 
greenhouse gases to the aimotpheie since the 
beginning of the industrial era. As a result 
of this continuing build-up in the atmosphere, 
□tmospheri^ concentrations of greenhouse 
gases ate seen to be loiw enough to dUtuib 
the delicate balance of the global cliniate 
system by letniniog n greater ftaction of the 
energy received by the earth in the form of 
solar insolmion. Of the gnses involved in this 
heai-itapping (dienomenoo, CO, has leceived 
the most aii^on because it is responsible 
far ihe minority of this effect, and also has 
a long lifetime in the aiiaosphetc. In additiaii, 
given Its specific sources, i e, fossil fuel 
coinbustioo. it is be Ihe easiest to cootml. 

2 The lime scales tatvolved in clinisle change 
are very long. If worldwide emiffioiu of CO, 
were to continue at the current rale, the 
oonoentratioaf of CO, in the atmosphere would 
reach double that of pre-indiMtiM leveh in 


the Mcond half of Ihe next ceatoiy, and 
nccordlog to modela, global average 
teraperature increaae of 1.5 - 4,5*C may 
result [IPCC 1995]. These emistioas rates 
could also lend to the levels of atnwapberic 
CO, well above double thid of the pre- 
induftrial coaceotratioiw 1^ the end of the 
next century with potentiiilW catastrophic 
consequences [Mnnabe and Houffer 1994]. 
At the same tiine. stabiliaation of Btmoqihefic 
concenirationi will take a Icng rime lince 
CO,i._ a tong-lived gu and Persists in the 
atmosphere for 50-200 yean alter its release. 
This requites significant lediiclions in CO, 
emissions decades before stabilisation occurs. 

3 The past decades have seen an increase in the 
level of scicntiric undentnnding of the earth's 
climate system, though much still lemaiot to 
be undentood. These gains were based not 
on revotutionory advances in basic science 
but on steady accumulatian of icientifle data 
and knowl^ge, often made pouibfe by 
technological developments (such os the 
development of space-based observation and 
monitoring techniques which has led to 
dramatic increases in range and type of data 
that sekatists con UM to observe climate- 
related phenomena, the development of 
supercomputing technology has facilitated 
faster dota processing and nude possible the 
building of large-scale predictive models thu 
ore used to validate scientific theories) and 
the emergence of new supranational scientific 
and research inuituriani which have facilltnled 
these advances. 

4 While the early focus ofclimatereaeaich was 
almost exclusively on the physical aspects of 
climate, the transnational climate research 
enterprise has increasingly come to nisc 
involve natural and social scientists interested 
in undemanding the ecological and societal 
consequences of climate change, and in 
analysing measures for mitigation of climate 
change, though the bulk of cuneni funding 
for climate change leaeorch is still devoted 
to study of aspects of the physical climate 
Current analyses of impacts of climate change 
cover terrestrial and marine ecosyiteins. 
coastal zones, water resources, agriculture, 
foreils and other managed ecosystems, and 
human health. Similarly, the undemoiiduig 
of the inlcractions of various atmosphene 
entities with the climate system has expanded 
beyond caifomi dioxide to include oUict trace 
gases such as melhane and nitrous oxide, and 
more recently, atmospheric aerosols. This 
broadening in the focus of the climate change 
impacts rraearch, away from one bused purely 
in the physical sciences, hat come about due 
to (he increased involvemcM of a variety »1 
natural and social scientists, noo-gqveni' 
mental organisations, and other pantcipanis 
For many tesearchen, physical, naiutnt and 
social scientists alike, the most exciting 
research and analysis lies at the previously 
unacknowledged intenection between ihcir 
own research areas and those of ihrir 
colleagues in other diiei|dines. Thus, climate 
research has come to involve a wide range 
of discipline co-ordinated through 
iniernaiional leaeareb ituiliurions. where 
les ea rc h e i s bring their disci plinaiy experti.<;e 
to add to the ajiolyies, and ia letum serve m 
push the envelope of their own diaciplinc' 
(and further their caneen). 

5 The devafopnieat of Md Ihe aotoK of the-M' 
inteniaiioiial programmea iaiin»ad both, a 
brooder move in acwnrific leteareh lowanb 
mterdifcipliaBry or "bouadar^ leaeorcli. aiM 
a recogmrion of the need for oo-oidiniiied 
efforts lequired to undentand the oomplexiiy 
of the climatic ayriem. 



6 Rcmrch projecti dia cnoonyMi a naoce of 
activUiet fnm data (athering, data inter* 
pntatioa to aaalyiii ind aoddUag acnw a 
laage of diadpliiKi have prolifen^ into a 
veritable alphahel-aoup of acroQyim. Tbeie 
projects fall under the nrixic of thm leseorcb 
progiammef: the WihM Giroate Research 
ProgramiDe <WCRP), the International 
Oecaphere Biosphere Programine (IGBP) and 
the International Human Dimensions 
Programme (IHDP). 

7 Models used to analyse the economics of 
climate come in two flavoun - "top down" 
models and "bottom up" modeit. Top down 
models ore aggregate models of ihe national 
(ofintematinnal)econoiiiy that match demand 
and lupply of goods and services to produce 
a vector of prices. By explicitly lepretetting 
the economics of energy, these models can 
be used to test the net costs of government 
policies such as the use of energy (axes 
"Bottom im" models on the other hand, analyse 
technological options for reducing emissions 
of caiboo dioxide in individual sectors, such 
as Imnsport and iadinlry. Informstibn on Ihe 
costs of these options is aggregated to 
detemuDe the overall costs to the economy. 
Both appninches have their probiems. Tup 
down models do a poor job of representing 
the potential for innovative use of (ochnology. 
while bottom up models ore optimistic about 
ability of the economic system in absorbing 
new technologies. 

S Of course, the only way to increase southern 
partidpalion is to promote research efforts in 
the south, but the 1P(X has no money for this 
puipoae. The headquarters of the IKC. and 
its Ihice woriri^ groups are oU m Ihe nurtb. 
thereby minimisiBg any chances of a wider 
exposure of southern analysts to Ihe urcanc 
woritingsandnetworioiofthelPCX^ Therefore, 
as the ibetoric to increase dcvelopiag couniiy 
iavolvemeid in Ihe IPCC assessment process 
continues, the improbability of this increase 
is preordained by Ihe lack of genuine effon 
to match the talk. 

9 Detpire the wide-ranging backgrounds of 
reiearchen in ihe north involv^ in such 
activities, the scope of reaeorefa remains naiTOw 
when viewed fromaglobalpenpective. While 
reams of paper have beu devoted to Ihe 
analysis of efficiency among optioas, senous 
disciissions about equity issues remain sparse. 
Simileriy, while careers are being built on (he 
tlndy of institutions and mechanisms to 
hnpierneM international abatement strategies, 
thm IS a puzzling lack of discourse on the 
criteria for oHoctfion of the ghibal carbon 
emissions. There also seems to be on 
inietesting split in tenns of focus - in terms 
of economic and social impact of carbon 
abatement, analyses generally focus exclu¬ 
sively on the north, but in terms of discussing 
where future etmssioas migh grow and where 
ubetemenl should lake piM. the discussion 
is "intemmioaalued" a^ the focus shifts lo 
the south. This is in put mribiilahle inendcmic 
biases in research approaches, hot it is olio 
a lenik of leseaichen proteciinf their interests 
by avoidia| cootroveisial topics. This may 
have impliciliy idlowed the exogenous shaping 
of resewch directions, i e. "rather than 
knowledge ledefiniiig huerest and power.. 
power and interest select areas of new 
knowledge - that is define research agendas 
in GolInbtMnlion with ‘apoliticnl' epuiemic 
coniwinitiet, in other words, with areas of 
exneitiae which do not clialleage but confirm 
exIKlng patteras of power" IBoehmer- 
CbriMUasea 1996], 

10 Thit is paniculariy true of 'global' models 
of caihon abni m ne n t (hot an used to study 


interealional responses to global polity 
measures. They nuke blatantly inconcti 
assumptions regarding the ilructure and 
dynamics of dewloping couniiy oconomur. 
Ihe models oDen presume: the existence ul 
institutions where none may exist; inter¬ 
connected and global markets; competition 
among prodooers; and perfect infocmaiiofi 
Developing ecoooinies are modelled in the 
image of industrialised ones, with little 
oltcntioa to speciik considerations of infonnol 
economies, market disequilibrium resulting 
from penisteni energy shortages, ihe use <>f 
tuomiiss as a fuel, and developmental chokes 
that imply very differein investment patterns 
and long-term technology paths [Shukla 
1995]. Recently some analysts m developing 
countries have began to build models that pay 
attention to these iisnes. though the over¬ 
whelming miyority of the models built in the 
developid world continue to impose their 
own (unrealistic) penpeciives [Shukla 1996] 

11 By contrast, inteniational negotiations on 
other issues that were decidedly less complex, 
and arguably less impoiuiit, such as the Law 
of the Sea look over a decade [Oasgupta 
1994). 

12 The GEF was originally set up as a pika 
progranunc in 1991 lo "provide grants and 
concessional funding to reapient countries 
for projects and programmes that protect the 
global environment and promote sustainidiic 
economic growth". It was restructured in 1994, 
as the primary mechanism forcnvironineatal 
lid in the aftermnth of Rio. and has since 
covered the incremenlal costs <to Ihe tunc of 
US S 1.7 billion) for activities in four fucal 
areas: climate change; btolqgical divcmiy, 
imemationol waters; and stratospheric ozone. 
The restrucluiing of GEF was a conieniious 
process, as environmental NGOs and many 
southern governments opposed the control of 
the GEF funds by the World Bank A 
compromise led lo Ihe CEF being ciurenil) 
administered by Ihe World Bank, UNDP and 
UNEP. In recent time GEF hns not garnered 
anywhere close to the attention il did in ils. 
firsl three years of its inception, and its fuiure 
role lemains unclear. 

13 By January 1997,16^ panics - 164 countries 
arid Ihe European Union, had become parties 
to the Convention. 

14 RussCelhspan'xbook.7V/frari<On(l907) 
traces the industry funding of "nay-saying" 
scientists who place undue emphasis on the 
unceitainly in climate science to challenge 
the general tcieiuiric consensus (hot human 
activities can cause dimare change, and that 
the signals of this change ore appeanng. 

1.5 iMerestingly. though, the generally united 
front pteienled by industry and business 
inteiesls has shown some signs of splintering 
The largest defecnoas came with Ihe insurance 
industry's realisation of the potential financial 
implicaiioas fur them of extreme events such 
ax hurricanes and flivxfa, And recently, ihc 
chief executive officer of Bniish iVtroicum 
has broken tanks with other oil companies 
lo moke ptiNic statements about the need for 
coihoo abatement (.Sicvens 1997a]. 

16 A number of observers have suggested 
possible frameworks that could serve as a 
basis fur guiding diseuxsiens on this topic - 
for exam^ the Agrawal end Nanin (1991) 
pnipotal ofpanxlhng out emissions nghts on 
a per copila basis; (he Global Commons 
Institute principle of "contraction and 
convcifence" (1997). and the "natural debt" 
proposal of Smith (19%) that takes a hisloTKal 
perspective on carbon enussions, aH address 
(he osp^ of e^y. Using a past level of 
population, say for 1992. could serve as the 


basis for |ier capita allocanoa - ibis answers 
Ihe criliew that per capita quotas give a 
perverse ineeiitive lo increase population 
levels. 

17 The data presented are from the Caihon 
Dioxide Infonnation and Analysis Centre nt 
the Oak Rhtge NaUonal Laboratoty. These 
cmissioas esrimaled ore produced from the 
lucl-use data for these countries by using a 
ciHisistcnt methodolon across the counuics 
Hence tins data in prelerable for cruss-country 
comparisons rather (hm country submissions 
III iIk UNFCCC from which making nauonal 
camponsons may be iiiappropnM because 
Ilf possible diffciences'tn c nli mU lions between 
counines In any ease, these aaiioaal 
submissions also show similar trends 

IK Fur example, while some models show that 
Ihe US economy would lose a fraetkn of ns 
annual GDP if a carbon lax policy to reduce 
emissions in 20.30 to 19% levels were 
instituted, other modelling efTmts show that 
such reductions could be affected with 
negligible or even net potilive costs. A 
recent repon produced by analysts at 
World Resources Inilitule attempts to 
penciraie this thicket by systematically lest^ 
and companng the results of 16 leadiug 
economic models for the US ccmoniy. over 
a range nt key assumptions. Not surprisingly 
the) find lhal ihe choice of p^iculair 
assumptions mode by modellen coold make 
an enormous differences in Ihe model results; 
eight assumptions could explain 80 per cent 
of ihc vanalirm in model outputs (RepAto and 
Austin I997J 

19 19X0 IS chosen as a reference year brennse 
the energy R and I) cxpendhiues around that 
period represent (he response lo the prevtous 
major ensis (the oil shiKk) facing nonhern 
energy systems 

3U In fact, the strategic use of imtrumcMs to 
serve self-interest isoneofthemajcirprobleins 
with the discussions sunoundiiig Jl and other 
carbon abatement roeebanisins. At 
Michaelow'a and Greiner (1996) pul it. "How 
to combat climate change most iMMually 
from a collcclive point of view it of nobody's 
iiiJividual concern- Il is rather bow the 
uisiniiTieni can he employed an as to heM 
serve individual purposes what most 
aeeuraiely desenbes (he debate." 

21 The |990 emissions of the indutaialited 
Annex-1 countries, as repotted in their natkmi 
submissions to the UNPCXX. were 3.7liitIioa 
ions of cothon (GiC). Of diit. about i .3 GtC 
were emitted by economies in tnuttinoos 
(EITs) The US Baofy lafonmlion Agency 
projects an annual increase of 1.3 per cent 
for industrialised countries from 1995-201S, 
and about 3.5 percent fordevelomngcouMriet 
(while the Errcimtsiont in TOISareprop a and 
to he about the some at in 1990) (ELA 19971. 
Using these numbers as roughly reprereala- 
live fiv Annex I coumriet (exdudiiig ETTs), 
and non-Annex I counines l e spe cH vdy. we 
find that by 2(115. non-EfT Annex Icouainet 
will have increased their annual caihon 
emssKins over the 1990 Irvtels by about 0.1 
GtC to about 3 2 CtC. Over the tame tnae. 
ibe non-Annex I countries would have 
incicosed ihcir annual cmosioas by about 2.1 
GtC.lfihc Annex I couMrieswaanfoloreduce 
their 201 .Scmissioiislo 10 per oeni under their 
1990 levels (which is weaker ihaa the comm 
EU proposal), this would leqoiie eimtSMai 
reductions of about I 2 CtC below their 
projected 2015 levels Clearly. Uus h a large 
number in compinton to the projcci^ 
wcrcaaes in the crousioQt of non-Annex 1 
counines - it IS difficuli to iraaguK aMturion 
where any substantial foaoion (if the •bMenrem 
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nqpiilndof Aam I eouatfies CM «Mne fl<9M 
itiwiliijiiim rnnwrlri 

23 At of October 15, 1997. iheie were 67 J1 
pnyecti dwi htd been accept^ approved or 
CMtKMd by die deiignaied national auUiorillet 
for AU of the patties conceined (OCINPO 
1997], Mott of these projects oiiginated in 
Sweden (35). the US (18) and Netherlands 
(7); and three countries were the m^jor 
redpicmi of the effons - Latvia (19), Estonia 
(16), and Costa Rica (9). Most coontiies apart 
front the US have exploied the AIJ conccM 
with other Annex I countries (mainly 
economies in iiansilioiis). The total carbon 
savings of all the J1 projects over their iifdtme 
is estimated to be 127 million tons of carbon 
(MtC), but the lives of these projects can be 
, long - most of the large presets have a 
lifetime of 2.5-40 years, fn addition, it should 
also be noted that forestry projects (of which 
there are only 11) account for over half of 
the total estimated carbon savings (66 MtC); 
and that projects with Costa Rica (all involving 
the US) are responsible for 50 MtC of (he 
total, again with forestry-related (rrojccts 
accounting for a large fraction of this. Most 
non-forestry projects lend to be small, and 
may often be driven by other concerns also 
- a large number of the projects in Central 
Europe involve energy efficiency or 
renewables, so it is likely that reductions in 
other Ironsboundi^ air pollutanis may also 
have provided the impetus for exploring these 
airangeinenls. In addition, it is pouible that 
the laige emphasis on renewobla is also, in 
part, strategic in terms of developing and 
capturing international markets, and building 
up domestic manufacturing hoses, fur 
renewable technologies. 

23 iDCernalionnl carbon emissions trading 
schemes arc being promoted os officient 
methods for achieving global carbon 
abaieinem. Proponents point to the success 
of the U5 sulphur dioxide trading programme 
ax the basis for the practical relevance of such 
a scheme. What is not poimed out in these 
discussions is that such n scheme has not been 
tried on a widespread or inieinational basis, 
and therefore the international equity 
implientions (the oft-forgotten step-sibling of 
efficiency) of such a scheme have not been 
carefully analysed. 

24 For example, it is not clear who should be 
penalised for the caibon emitted during the 
production ofa car m one country but for sale 
in 0 diffeicnt one; or who should gel credit 
for carbon sequestered in wood products - 
the country where the wood is gnnvn. or the 
country lu which it is exported 

25 As .Saurin (199.5) says **..410 global environ- 
memnl discusaions] lefeiences to shored 
‘global’ responsibility or to a common foie 
rely almost wholly on quasi-mystical appeals 
to .some worldwide imagined community, 
which does not and could not have any 
suhstaniivc historical presence.’' 

26 Models show thai allocations of cimssions 
quotas are the single most important variable 
in determining economic impacts. For 
example, one modelling study shows thai 
inteniational allocalioo of emsiiow rights 
based on per capita emissions could result in 
a gmn of 6 per cent for IniUan GDP by 2030, 
while a scheme that nics 1990 emissinni 
leveU to allocaic future quMaa would icxull 
in losa of 5 per cent IShukia 1996]. 
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General Elections, 1996 

Political Sadhus and Limits to Religious Mobilisation 

in North India 

Virginbi Van Dyke 

The cold facts of real politic are nowhere more evident than in the inteneluiionships of religion and politics 
in south Asia, where the public image of religious specialists who have chosen to participate in politics often 
clashes with the vision of the ideal, and where contradictions abound in the whole notion of sadhus campaigning ■ 
for political office. There are implicalions for democracy as sadhus ask for votes while accepting the reverence 
of the faithful coming to touch their feet, and then participate in political compromises and exchanges with less 
than savoury individuals as the criminalisation of politics affects even those who live in ashrams. 

This article focuses on the limitations of religious mobilisation and the variance in the response given to sadhu- 
sants standing for election in 1996 by examining five districts where they were the sitting MPs; three in Uttar 
Pradesh and two in Madhya Pradesh. 

'HE BJP’s electoral strategy beginning with A third view itihaiit is naturallhat political holding positions of temporal authoniy with 
heLokSnbhiielectinnsori^Kdhnsincluded parlies recruit such individuals into ihcir rcgardsio the wcltarcol'cscryone. without 
he nuibilisaliiin ul a number ol 'sadhu- ranks os populist appeals become mure regard to caste or creed. Yet. these same 

ants’.' seven ol whom were elected to important in Indian politics and the sadhusmukccasteappcalsinsoliaiingvoies. 

larliamcnl in IWI. Bc'sides those actually democratic process percolates down to and sometimes indulge in communal attacks 

Iccicd to a position ol' political power, include fonnerly excluded groups.^ since the on their opponents. There are implications 

lumcrous other sadhu-sanis look on new 'religiosity of the people' predisposes for democracy as sadhus ask tor votes while 

oles as spokesmen and instigators during paiticutarly villagers and women to respond accepting the revetenceofiherwhfui coming 

hemovcmeniiobuildaiempletoLoidRam readilyiosuchiactics.’However.thevarying to 'juch ihuir feci, and then panicipaie in 
n a town in Uttar hadesh. There are various rcsponsctoatiemptsiouserBligioiiinpolitical political compromises and exchanges with 
vayx which this movemcm of religious mobilisation illustrates that the religiosiiy of i^ss than savour> individuals as the 
pcciaiiM.s into the political urcmi can be thepeupleisnolaconsiara.buiiscondiiioned crimiruilrsai ion ol politics alTects even those 
■lowed. First is the view given hy the sadhu- by other pttliiicalfaciurs.''And the positions ^, 1,0 live m ashrams, 

ants themselves, that they are driven by taken by 'the sums' is nut unified and | will begin with a general discusston of 

-alues and ideals. They assert thai they have predeterminedbyvalues.buivancsaccunJing ihc relationship between the VHP sadhus 

icon drawn unwillingly into the impure and to the interests of individual sants. As van undlheBJP.andihechangeUiisrelaliaaship 

'egradingspberenfpolitinhecauseihestate der Veer illustrates in his di.scussion has undergone since 1991.1 will then move 
as strayed so far from where IIS position concerning which religious specialists onlo idescnpi.veanalysisoflhepMiidpabon 

hould be. that the secular slate rather than became involved in the Ram mandir of religious specialists at the district level. 

:ing neutral towards Hinduism is anti- movement in Ayodhya, in which he argues and how this fits into politics at the stale 

letical towards it. the so-called pseudo- that the heads of other prontable religious level, and will argue tiuu in the absence of 

ecularism. and that there is an historical institutions had no desire to promote the a -wave' of religious semimeoi such as 

rccedencc^l'ur sants to lake corrective Ram mandir since this could undermine the occurredin I989and l99l.poliiicallyaetive 

leasures as 'advisors to the king', when status of their own institution, 'sadhu-sants' sadhus uerc forced to broaden their appeal 

uch is required.- Sadhu-sants can then be have their own interests besides ideology.^ lo include economic issues, to incorporaie 

een as participants m a worldwide wave of This article will focus on the limitations caste-based mobilisation,andlodefend their 
undamenlalism. in which those motivated of religious mobilismion. and the variance record of accomplishments, a p roblem for 

y ideology try to bring the state more in in the response given to sadhu-sants standing any incumbem. In spite ol these efforts, not 

ne with what they hold to be an inherited for election in 1996, by examining five all were successful in retaining their seats, 

uliural and poiilical system. districts where sadhu-sams were the sitting The use made of political sadhus by the BJP 

Another view is IhM sants are attempting MPs: Ihiec in Uttar Pradesh and two in underwent aresiruciuringin l996asiheBJP 

3 reassert a 'iraditiaiial’ type of authority MadhyaPradesh.Thecoldfactsofiealpolitic consciously distanced itself from Ihc VHP, 
nd power which has been eroded by the ate nowhere more evident than in the t,o(h hccaure Hindu nationahst issues woe 

ynamics of state ibnnaiion, that the notion interrehuionships of religion and politics in failingtoresaiiaiewithllievateTs,Milhecauie 

latsadfni-samshave'renounced'the work! south Asia, wlicrc the public image ol the sadtnis as individualistic Mid unnily sons 

: a misleading one, and that sadhu-sants religiouf specialisu who have chosen to nad proven ditTiculi to control. Paniculaity 

ave always been active - as traders, panicipaie in politics often clashes with the m UP. the voters'priontismguftheiricligKius 

wncylendon. merecnarics, landlords and vision of the i^al, and where contradkiions uffiliaiinn. so prevalent at the heigiH of the 

:aders in social and religious reform aboundinihewholenoiianofsadhus.tenned Ram JanmaUwomi movemeM. was being 
novemenu. According to this argument, the by Dumont as 'individual(s}-autside-ihe- eroded by the politics of case deroaosirating 

leal typeofconlemplaiive, apolitical sadhu world'.* campaigning for political olTice. the fluid and immibi*- nature uf identity. 

: a creHlon of orientalist theories, British Sadhus in India, as world renouncers. ate Mabani Avaidyanaih. for example, in 

nd pust-independciK'c tndiun governmem explicitly claiming the ability to Gorakhpur, was able to incorporate much ul 

3licies.andhistnriagraphyhosedoncolaniai disiiitctcstedly stand outside the struggle for the scheduled caste vote in 1091 using the 

xoids.’ power and wealth and further to advise those Ram mandir issue, but in 1996. the Bahujan 
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,0 J C«tiui;»» sen-rf In «ib Ihey %cfe aidert 

by iht Vi^hwj Hindu Pwiihwi 
vf puiuhr hui cUvsely asNoci««i Ofgwj JjJ! 

which pruv Khrtl a tonim in which sani$ fn>». 
viiniiu'. vampraJaya^- w sects could I'ome 
Uiitcthcr under a canqiy so targt thai a|j 
could be iik luded."' The symbols of Bharat 
Mala, Gangs Mala, and Gowmata were im«ft 
invoiher India, mother Ganges and mother 
cow), representing a musl amorphous and 
naiionalisiic Hinduism outside sectarian 
diviMuns. and those sadhus running for 
election refrained from wearing distinctive 
marks which would identify their specific 
affitijuion The VHP propagated the fiction 
that 'the sums' from the VHP's decision¬ 
making body, ibe Marg Darshak Mandal, or 
organisiitum ui 'show the wiiy'. made all the 
decisions concerning the VHP’s acnviiies. 
The VHP. however, together with the RSS. 
another Hindu iiaiionulist organisation and 
part of the Sangh panvar, or BJP-VHP-RSS 
combine, nut only brought the sams together 
on a common plai loan, but made and unmade 
sanis. both giving a halo of respectability to 
unknowns and then discarding these when 
they became inconvenient." The RSS was 
very active in this process ol mediating 
between the sants and soothing ruftlcd egos; 
in faci. the politically active .sants hud little 
contact with each oificr except indirectly 
through ihcir contact with the RSS.'- 

Kaiher than the VHP aligned 'sants’ 
neprc.scniing sants as a general category, 
sants had and have varying poiiitcal loyalties 
and the majoniy of the must revered suiycd 
aloof fmm active politics."Ol (he sants who 
became MPs on the BJP ticket in l9Ml.only 
I wo could he said to represent uny substantial 


. .. WUltCJerVClhcJf at nrominent BJP tflaketnemnn anrf Lib 


*pite of the sadBiu-tanu’ claim 

Ptotnoiing certain of these 
'iwividual* wu turning from a short- term 
for the party in tenns of scats, into a 
loss in terms of credibility. Swami 
Sakshiji's dubious reputation had become a 
liability for the party in Mathura, but his 
usefulness to the party could still be salvaged 
by moving him to another disinct. Swami 
Sureshanand, however, from Jalesar in Uttar 
Pfadesh, hod become very controversial 
because of his second marriage (as a sadhu 
he was making a public claim to he celibate 
and so should not even had had a first 
marriage), because of his involvement in a 
booth capturing incident during the UP 
as.<ienibly elections, and hevavseofa) Jegaiions 
of corruption. The BJP leadership convinced 
him to step aside and mu In pul forth a claim 
for the BJP ticket, hut unsure as to whether 
the prestigious post promised him by the 
party in compensation would actually be 
forthcoming, he decided to rc-enterihc contest 
on the Shiv Seim ticket. At this point, his 
local devotees withdrew their nnancial 
support and matters became so desperate for 
him that he tried to set up an incident whereby 
he would jump into a ditch, his security men 
would fire over his head hitting a few passers- 
by and he Would then clai m that the opposing 
candidates had tried to have him killed. This, 
he was convinced, would generate a sufTidcm 
sympathy wave to insure his election. 
Unfortunately for him. his security men, 
instead of complying, reported hts request 
to the police and he became a figuie of 
ridicule." When the election results were 
declared in the newspaper, he was so far 
down (he list a.s to not even be mentioned. 


PWy polidet which are in fact illegal, .sinh 
tt prominent flJP tpoketperson and MP 
‘Uf^vi’ (female ladhu-sam) Uma Bbaran'i 
famous role os cheerleader for those who 
tote down the Babri imuijld. In 1991, simply 
being a sadhu-sani associated with the 
Ayodhya movement was enough to elevate 
previously inconsequential candidates to 
the Lok Sabha. where they then, for tin- 
most port. lapsed into .silence." Congress 
had its charismatic sadhu-sam as well, 
recruited in the Chhattisgarh region by A nun 
Singhtocounteraetthe strength ot the Shuk la 
family. 

Since the 1991 elections, the BJP has been 
attempting to ineurporate those strategies 
wh ich had once worked so well, whi le mak i up 
the necessary adjusimcnis. In February ol 
199S, during the assembly eleciions in Gujurai 
and Mabanubtra, the BJP played dm Hindu 
card strongly, yet with circumspection 
SadhviRiihambara. forcxample. was allowed 
to make statements intlammalury enough m 
ensure her arrest, yet she never appeared on 
the dais with a BJP candidate nor did she 
directly ask the voters to vote for the BJP. 
Instead with great discretion, in the face of 
a ban on the VHP and the constraints of ihc 
chief election commissioner T N Seshan's 
code of conduct which proscribed the use 
of religion in campaigning, .she a.sked them 
to vote for (he patty which would protect 
Hindu India. Uma Bbaraii also toned down 
Che rhetoric in her campaign speeches at this 
time. She was criticising Congress for it.s 
failure to deal with the Muslims, but she hod 
also become aware that the public did nut 
appreciate virulent anti-Muslim rhetoric, 
nor did they approve of the aaual demoli¬ 
tion of a religious site, no matter what the 
controversy. “ 

in October of 1993. the VHP launched 


organisation which would provide evidence 
turthea.\.>rf;ni(m ili'ii the movement of .sadhu.s 
into politics represents a desire to recreate 
the political milieu in which religious 
specialists have some aulhonty. The rest 
either relied on their personal charisma, or 
were creations of the VHPandthc RSS, who 
could be quickly built up and just as quickly 
repudiated. Party workers conUrmcd what 
party spokesmen deny, that there existed a 
'VHP quota.' (hat is that the VHP had an 
agreement with the BJP that tickets to contest 
the eleciions would be given to a certain 
number of VHP sadhus. 

In (heir own clforts to achieve a position 
ot power, the respect that sanu and ihcir 
religious institutions have leccivod in.society, 
ambivalent us this respect has heen, has been 
eroded. In 1991. for example. Mahant 
A vaidyanaih did not campaign and won from 
Gorakhpur by 52 per cent of the vole. His 


Till- BJP/VHPfRSS Combine: Camfaiun 
Tactics ani> Rei ioion in P(x.itical 
Mobii isation 

The use made of sadhu-sants during the 
‘Ram lahar* (Ram wave) of 1989 and 1991 
had yielded impressive results for the BJP. 
For example, in 1989 the majority of BJP 
candidates inMP. who were not sadhu-sants 
themselves, were associated with religious 
personalities involved in the Ayodhya 
campaign; this tactic was so successful that 
it h^ rendered the use of local notables 
superfluous in political mobilisation." 
Sadhu-sants are not only uniquely quaJifled 
to appeal to religious seniiments. they are 
also able to mediate between the 
parliamentary and non-pariiameniary wings 
of iJie Sangh parivar. both deriving benefits 
from being part of (he stale and invoking 
‘historically sanctioned limits' to the authority 


their ‘ekatmata yatra' (march for unity), 
intended as a kick off lo the Lok Sabha 
campaigning. The response to this yatra, led 
by members of the Marg E)arshak Mandal. 
the policy-making organ of the VHP which 
contains many BJP MP sadhu-sants. was an 
ominous precursor for the BJPofihe potential 
repercussions from such efforts. The grand 
plans of local level processions joining up 
with major processions from all parts ot 
India uniting finally at Nagpur, was met with 
public indifference." Attempts by the VHP 
to continue to rally support behind the tempi e/ 
mosque issue, at Kashi Vishwanath tn 
Benaras and in Mathura, were also met h> 
a lacklustre public response and the VHP 
and the BJP were at otkls with each othci 
and with iheirown staled policies. In Mathum 
Ibe VHP. widi Ram Janmabhoomi Niy-is 
head Swami VamOev. wanted to push ahead 
with an agitation at the site while the Blf 
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u not anskm ai ftat poiat to cicaiB ny 
niM ni it* alreai^ pncatkwi and newly 
nned ooaUtkw ttile g oven ni ici a in Uttar 
iale*li. The dUTenoce in ainu at that point 
d to a very public and embamuiing crack 
the San^ parivar edifloe when a VHP 
tiviit threw her bangle* at the hapleu BJP 
P Sakihiji, (who ruponded with very 
isadhu Uke laaguage).*Coiitrary to reports 
the media that the BJP was planning to 
Itip up lome communal istue if it found 
«lfinashaky pontion during theelections. 
d or even during the BJP’s short-lived 
ivemmetd at the centre, it was no secret 
the policy'tnakea in that patty that one 
nnot continue to fl og the same dead horse." 
The 1996 Lok Sabha elections were 
aracterisedby acomplete lack of any wave 
any national-level ddtate over issues which 
d the effect of bringing to the fore local 
vel concerns and caste and communal 
niiations. Development, or lack thereof, 
ss a nutjor focus of this campaign. An 
creasingly demanding, and unwilling-to- 
splactUed electorate was asking of their 
presentatives. ‘where have you been and 
liai have you done for us since the last 
xtion?' in this milieu. Congress's stale 
d lacklustre slogan of stability, implying 
itatus quo with which people were already 
isatiified, and the attempts by the BJP to 
peal to abstracts such as the establishment 
Ram Rqjya (a just and harmonious 
ivemment based on religious principles), 
goals which would not dir^y affect 
opie's lives such as the building of the 
im temple in Ayodhya, did not find a ready 
dience. So the BJP changed its tactics. 
Two of the sitting sadhu BJP MPs were 
It given the ticket to contest the election, 
using friction between the VHP and the 
IP. Swami Chinmayanand, prominent 
deroftheRam Jannubhoomi movemem. 
u moved to aitother district, but lost the 
xtion. The sam status of some of the BJP 
laimbents, once a clear advantage, became 
ibiguous as uffron clothirig can magnify 
; discrepancy between promises made and 
iscandalsorlackof performance associtted 
th certain MPs. Religious tpecialists were 
(touring and campaigning for other BJP 
ndidaies but were keeping a lower profile, 
dhvi Rithambara, whose fiery campaign 
eeches and tapes were a ubiquitous part 
the 1989 and 1991 Liric Sabha elections 
d subsequent assembly elections, was 
mpletdy absent. Part of this was a genuine 
sr of the Election Commission’s 
ulations, ‘Seshan phobia' namedafterthe 
7 popular chief Election Commissioner 
•' Seato, which extended to campaigning 
the most remote villages, part of this was 
Pragmatic adjustment to the lacklustre 
>ponsethepublH; was giving to the attempt 
recreate an up-swell of support for 
idutva, and part of this was the simple fact 
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Tasu I: CoRAKim, tflP 


Candidate 

Party 

Caste/ SUdua 

Commonity 

VowsPuUed 

ParCatf 

nfVawa 

Msbatd AviidyHh 
Hvikesfa Bahadar 
ViiBwIra Piatap Sfaald 
Kedriamh Siagh 

Aluf HusniB 

BJP 

CengiessCD 

SP 

BSP 

Coogiesf (T) 

ihaknr iwBin taaS 

brahmin fcnuof MF 

ihakuT mnlln 

SC alidad mtOn 

ceunertinut 

Muslim 

236.369 

I4J49 

m.469 

•5046 

1039 

4203 

260 

nxrr 

1503 

027 


Table 2: Jaiesab. UP 



Candidate 

Party 

Caste/ Statos 

Community 

1 

i 

etvmt 

Swami Sureshaiwd 

Shiv Sena 

thtkur tadba-sam dmn ima y*'“' 

mflipUc 

37 01 

Om Pal Singh Nider 
Balram Singh 

BJP 

thakur RSS backgrauud 

194,422 

Yadav 

Jaswani Singh 

Congicu (I) 

yadav union minrtSer 

72.917 

i3.U 

Yadav 

Congress (T) 

yadav medicil AiiSnr 

3.0SO 

0 59 

S P Singh Baghel 

Hari Veer Singh 

BSP 

baghet.(OBC) 

155.047 

29 52 

Baghel 

SP 

baghel. (OBC) 

81,00.5 

15 42 


Table 3. Fabbukhabad. UP 


Candidttie 

Party 

Caste/ 

Comimmily 

Slalus 

Votes Polled 

Per Cent 
of Voces 

Swami Sakshiji 

BJP 

lodhi rojpui 

sadhu-sant 

229,906 

39.53 

Salman Khurshid 

Coogrets <I) 

Muslim 

sitthif MP, flod 
uoiiw miiiitier 

97.261 

16 72 

Anwar Ahmed Khan 

SP 

Muslim 


144,928 

24.92 

Pratima Chatorvedi 

Coogress (T) 

brahmin 


5086 

0.96 

Samosh Bharaii 

BSP 

thakur 


78,891 

13.37 


Table 4. Khajiwaho, MP 

Candidate 

Party 

Caste/ ^"itus 

VoMs Polled 

Margin of 



Coinmunirs 


Victory 
(Per Gear) 

Uma Bharati 

BJP 

lodhi rajptit sadhu-sani 

294075 

20.81 

Manvendra Singh 
Laksbmi Narayan 

Congress (1) 

thakur from royal family 

163.379 


Yadav 

JD 

yadav 



Kamb Yadav 

SP 

yadav 



R D Pnuapnli 

BSP 



Table 5. Manaxamund. MP 

Candidate 

Party 

Cosle/ Stales 

Voies Polled 

Margmof 



Cnmimmity 


Victory 

(PerCcal) 

Chandra Shekhar 



• 


Saha 

BJP 

sahu, (OBC) 

243.581 


PawiB Diwan 

Congress (1) 

brahmii sadhu-sant 

250.521 

1.19 

Chandrika Sohu 

Congress (T) and 

supported by JD sahu, (OBC) 

4.000 


Ram Copal Kashyap 

Chhanisgarh 





Mukli Morcha tribal 



Jonki Gond 

BSP 

good (tribal) 

32.000 



Sotirt*: The electioodau for Uttar Pradesh was denved from lesuh sheets produced by UirEleaiaa 
Commissioii of lMli4.aad provided courtesy oTPbuIR Bran. The electioadtti for Madhya 
Pradesh was Udien from J C Aggirwal and N K Chewdry. Etrmeni in ladu, I9M-96. 
Shipra PtthUcatioM, New Delhi. 19%. toUwcaseofM ahM s m aud.art ii tiei i BliBfofnui i nB 
was provided by MP Pawaa Diwan 
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Training <{Ouraa on 

COMPUTER APPLICATIONS IN SOCIAL SCIENCES 

y 

The Centre for Social Studies, Surat is organising a tc;|ining course on COMPUTER 
APPUCATIONS IN SOCIAL SCIENCES {sponsored by ICSSR, New Delhi) from 
Feb. 2 to Feb. 11,1998. The course is particularly meant forthose who are engaged 
in survey research and have to deal with data processing and analysis. The course 
is aimed at exposing the participants to computer processing, fundamentals of 
computers, basic requirements of proper processing of data and to give a general 
idea about the organisation and quantification of data and statistical methods. 
Knowledge of basic statistical method is essential. 

Individuals should apply by furnishing the following information; 

I. Name; 2. Address for communication (with fax, phone, e-mail etc.); 3. Age; 3a. Sex; 
4. Language (speak, read, write); 5. Affiliation to Institution/University; 6. Present 
position/designation; 7. Qualifications; 8. Discipline in which holding an M.Phil/Ph.D 
degree with topic; 9. Survey research capability in terms of whether you have studied: 
i) Sunrey research methods; ii) Statistics; iii) Data processing techniques; iv) Computer 
packages/programmes (specify); 10. Computer language known (specify); 

II. Accessibility to computer facility; 12. List of your current research projects; 
13. Whether travel expenses can be borne by your institute; 14. Have you applied 
to such courses conducted by us eariier?/when? and 15. Recommendation of the 
supervisor or department head. 

Those selected will have to deposit Rs. 300/- as an earnest money which is refundable 
only after full attendance in the course. Travel (to and fro second class), lodging 
and boarding will be provided to the selected participants. 

A 

Completed applications to VImal Trivedi, Course Director, CENTRE FOR SOCIAL 
STUDIES, University Campus, Udhna-Magdslla Road, SURAT - 395 007 lefost 
by 29th December (Monday), 1997. 

Our Fax no (0261) 223851, Phone: (0261) 227173, 227174, 226391 and 
e-mail: sscssOren.nlc.ln 
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. I rdlgtou leaden were having to foeui 
I their own dbiricu and did not have the 
tw to campaign ebewhere. The division 
tween Mandal and mandir,^ between 
ligion and caste as the basis for political 
obilisation, had become blurred as 
litlcally struggling tadhu-eants. who in 
ioiy have no caste and therefore can work 
dnteiesttdly for the good of all, were 
xeponting caste appeals. 

ThM two forms of mobilisatiofl, Mandal 
d mandir, often lepreiented as diametrically 
posed, play off of each other. The BJP, 
lich has attempted to create an all 
compassing Hindu nationalism which 
nscoids caste divisioru, also uses such 
peals in an attempt to get the electoral 
uadon right in particular districts. And, in 
ite of the attempt of the third front and the 
Higreu Party to draw a false dichotomy 
tween the ‘communal’and ‘secular’ forces 
the country. Congress happily accepted 
; si^ipottof Shahi Imm's fatwa (reiigious 
ct) to vole against the BJP.*’ Congress 
d the third front lobbied the ulema council 
resenting Muslims) in Maharashtra for 
dr support** and in Karnataka the heads 
various religious institutions blessed 
nsing pditical parties.” 
rhe BJP was trying to simultaneously retain 
! supprat gain^ by the temple issue while 
wictog its politi^ base to include others 
o were not enthused by this rpieslion. In 
they were aided by the char^-sheeling 
L K Advani which allowed the widely 
niied and well spoken A B Vajpayee to 
xar as the prime ministerial candidate, 
tile Vajpayee was charming interviewers 
television news shows and countering the 
age of the BJP as a rabid Hindu patty, 
vani was louring in his suraj yatra aitd 
ing to whip up some enthusiasm for 
Khit va, claiming that the Ram mandir was 
I on the BJP agenda. Advani. however, 
s getting such an anbatTBssingly lukewarm 
ponse that farmer Bit) n»ig Dal leader and 
*ofFaizabad, Vinay Katiyar, had to insist 
reporters Ihw they intended a small mm 
in response to Advani's arrival in 
'odhya. The BJP was particularly 
teemed to appeal to the backward castes 
i in this effort could make uae of their 
hus who were memben of backward 
itei. Uma Bhanti, a lodhi niipM. waa 
wnpiqring the nadonal issues with which 
- was most dosely identined, Muslim 
Itnilon and the temple/tnoaque diiputes. 
1 placating her coiutiUieiicy by pramisiitg 
X, unlike her previous two stints in oflice, 

: time she would focus on local level 
tnomlcd e ve l o p ment Shcwasalsocalling 
a data struggle against ‘feudal’ foroea. 
wever, she aiiraihaneoiialy launched a 
dihig alack on the party high oommMid, 
titlag h of moving away firnn its ideals 
■ phikmapWei, and caring little for the 


welfare of the backward classes. Tactics, in 
other wonli, were muddled.' 

The Defeat of CoNoaess in Madhya 
Psaobsh; Shttabohat and Hawala 

Religious mobilisatiaii was not a major 
issue in the electoral rout of the Congress 
in 1996, as it had been in 1989 when sadhus 
fanned out into the countryside to rally 
suppon for the Ram mandir, and BJP 
political figures made it a poim to be seen 
on (he dais with sadhu-sants at religious 
based events. Prior to 1989, with the excep¬ 
tion of the post-emergency election of 
1977, Madhya Pradesh had been a bastion 
of the Congress Patty, securing virtually all 
of the seats in 1980 and every seat in 1984. 
Since that date, it has becom a two-way 
comest, with power alternating between the 
BJP and Congress, and the Janata Dal unable 
to secure even a single seat in the last two 
parliamentary electiotu. In the 1989 Lok 
Sabha clectioiu. the BJP gained 27 seats to 
Congress's eight, and then mok control of 
the stale government in 1990. However, 
Congress gained the upper hand in the 1991 
Lok Sabha elections, and regained control 
of the state govemmetH in the assembly 
electiotu of 1993, largely because of (he 
poor performance and pro-rich image of the 
BJP govemraent 

In the 1996dectkms. Congress could only 
retain eight of its previous 27 seals, while 
the BJP won 27 seau, Congress rebel 
Madhavrao Scindia's Madhya Pradesh Vikas 
Party won two, the Congress (T) won one, 
and the Bahujan Samaj Patty increased its 
base to (wo seals, up one seal from 1991. 
The BSP also came in second in three 
constituencies, making a teal impact on what 
was formerly a two-way contest between (he 
BJP and Congress. In this state, where over 
one-third of (he electorate is fromascheduled 
caste or scheduled tribe. Congress has had 
a secure base. Tribals remained loyal as a 
whole to Congress, but scheduled castes 
moved towards the BSP or the SP, Muslims 
and yadavs voted for the Sam^wadi Party 
or the Janata Dai. and upper caste voters 
tended towards the BJP.** The backward 
caste vote was split with 39 per cent voting 
Congress aitd 48 per cent voting BJP 
according to an exit poll.** 

The lou to Congress was both a continua¬ 
tion of long-term trends, in which its (radi- 
tionai vole banks, comprised of the upper 
castes, the scheduled castes and tribes and 
the Muslims had been eroded, and a just- 
befcae-lhe-clection-develofnneni known as 
the Hawala scandal. Hawala did the most 
damage in Maiftya ftadesh, not faecauie 
voters were shock^ and honiried to discover 
that iheif leaders wci e c o mipt. but by refusing 
(icktuiolhosc implicated in the Jito diaries, 
prineminUierPVNafasunhalUo succeeded 
ia making enemies of the Congieu Puny out 


of those who were merely his personal nvals 
for power. 

The BJP campaign, criiiciting Congress 
L'urruption and lack of accomplishment in 
the area of deveh^Hnait, and promising a 
clean governinem which works found a 
ccnain resonance with even the cynical Indian 
electorate, among whom many clearly 
believed that the BJP was a party with a 
difference and the will and the ability to gel 
somethi ng (lone. Congress, on the othN hand, 
was percei ved as a doddering old party ridden 
with factionalism and corrupdon. ^ even 
though the BJP was downplaying whai jt 
does best, and not stressing Hin^ nationalist 
themes, the ‘bhiurghat’ (itHemal sabotiige) 
within the Congress Party aided the BJP in 
winning a dear majority in Madhya Pradesh. 

The Falloi/t from the Hawala4(>ndal 

Shortly before the 1996 dectkms, the CBI 
sought permission from prime minister Rao 
to Stan proceedings against a number of high 
level political riguies.includingflveof Rao’s 
own cabinet ministers and ministers of stale 
who had been inducted into (be central 
government from MP, on chargesof reedving 
, pay-offs from SK Jain, a businesstrum hated 
in Madhya Pradesh. Former cabinet minuter 
Aijun Singh, who had resigned his potition 
previously and formed a breakaway faction 
of the party with N D Tiwari. known m the 
Congress (T). Madhavrao Sdndia. heir of 
the royal family of Gwalior and six-time 
winner in parliamentary elections. Kama! 
Nath, Arvind Netam. and Vklya Charm 
Shukla were all implicated in tUs affair. 

Because this scandal bad been simmeriiig 
for years, and only kept alive by the actkms 
at a few crusading journalists, the timing of 
the proceedings raised questions abont the 
extern of Rao’s mfluencc in this mvestiguian 
and what his mot) vatkms might be. WhWfwrr 
his rationale was, the prime minister's 
decision to refuse tickets to contest the Lok 
Sabha elections to anyone tainted by the 
scandal had the effect of creating a pow e rfid 
coicric from the Congress Party who wanted 
only to see Congress lose. Afwbdng denied 
a ticket. Madhavrao Sctndia floated his own 
party, the Madhya Pradesh Vikas Party and 
stMcd as his goal the denial of at mmy tests 
as possible to the Rao Congress. Scindia was 
joined on the campaign trail by Aijun Singh 
and P Chidambaram, union-mmisierfurned- 
disgruntled-leader of a breakaway Congress 
faction inTamil Nadu, leading to spoculatian 
of a post-election split in the Congress. V 
C Shukla sat (his one out whUe allegedly 
sabotaging theefTorts of his long time rival. 
Congress Patty candidale and sitting MP 
Pawan Diwan. attd Kamal Nath dlowed Ins 
wife to stand in his stead as a ‘dummy 
candidate' while making strong statements 
against the party high command In Rao't 
desperate effort to eiiniiBate his rivals for 



power within the Congress, if this is what 
hi; reasoning Was in his Hawala strata,* 
he decimated the Madhya Pradesh Congress 
Party structure, which became one of the 
factm leading to Congress’s unprecedented 
defeat at the national level. 

Machiavellian tactics, similar to those 
pursued by Narasimha Rao, have been 
attributed to Madhya Pradesh chief minister 
Digvijay Singh of the Congress (i), who 
stands accused of not even attempting to 
quell thebhitarghat (intemal sabotage) which 
was damaging his patty's prospects in the 
election.” He seemed both helpless and 
disinterested with regards to the dKtructiim 
of the party, destruction which be himself 
aided by setting up a parallel election office 
at his own residettro. In this way, those loyal 
to him could avoid dealing with the Prad^ 
Congress Committee which was comprised 
mainly of loyalists of the Shukla family and 
which was headed by a personal rivW.* 

It was clear that prime minister Rao’s 
leadership of the Congress Party was in 
question and he was I ikely to face a challenge 
to that leadership alter the election. This 
cfaalleitge would come from, among others, 
disaffected Congress heavyweights from 
Madhya Pradesh: Scindia, Ajjun Singh, and 
Kama! Nath, the latter who was making it 
clear that Digvijay Singh was not welcome 
even to campaign in *his' district,^' Digvijay 
Singh, therefore, may have been interested 
in keeping hii loyalties in doubt, in hopes 
of not alienating the subsequent winning 
side. So, one minute he was blasting the 
Congress high command, the next declaring 
, his loyalty to Rao, one minute threatening 
those working against the ofTicial Congress 
candidates, the next failing to lake action 
agaifist certain dissident Con g res s me n who 
were loyal to Scindia, as requested by the 
party high command” The chief minister 
apparently did not want to lake on Madhavrao 
IMiidia during the election and this lack of 
action ‘emboldened’ other loyalists from 
other camps such as those of Aijun Singh 
and the Shuklas. A ‘massive anti-Congrets 
campaign’ was ’carried out’.” After the 
eiections the debate in the Congress Party 
meeting was not whether internal sabotage 
lost the election, but who was most 
responsible - Aijun Singh and Shukla 
loyalists or Scindia loyalists.” 

Bhttarohat in Mahasamund 

The sitting MP in ‘ScimSa’s* district of 
Mabasaimmd was Pawan Diwan, the only 
non-BJPsadhu-sant in the Lok Sabha. Rather 
than benefiting from the ram tahar, Diwan 
was adamantly opposed to this movement 
and spoke out agaimt it Mahasamund was 
in some sense the personal fiefdom of the 
Shuklas; V C Shukla was the MP here for 
five terms aid defeated Pawan Diwan in 
1989 when Diwan was the Congress (I) 


candidate and Shukla wai temporarily with 
the Janata Dal. In 1991, after rejoining 
Congresi, V C Shukla contested from 
neighbouring Raipur district and he and 
Diwan found themselves on the same side 
of the fence and in the same party. Yet, the 
penonal animosity between them persisted. 

When the Hawala scandal broke and V C 
Shukla was denied a ticket from Congress, 
he was able 10 mobiKse the Congress poHdcal 
structure in Chhattisgaih towards defeating 
the Congress candidates. While denying a 
lack of support forPawan Diwan, V C SInikla 
predicted a debacle for the party in the 
Chhattisgaih region where, in 1991, Congress 
had made a clean sweep of all 11 Lok Sabha 
seats. He blamed this on Digvijay Singh, 
whom be accused of giving tideets to sitting 
MPs with total disregard for their 
performance or popularity. Pawan Diwan 
did defeat the BJP candidate by a narrow 
margin of 7.000 votes (1.19 per cent of the 
votes), yet he was an isolated figure during 
the campaign, seemingly helpless in the face 
of backstabbing and a lack of any kind of 
support from his patty; financial, moral or 
organisational. His own party workers were 
dissatisfied with his p^ormance. and in 
many cases loyal to the Shuklas, and these 
workers had spread complaints that Diwan 
was ‘inactive’,” an accusation which was 
picked up by the opposition. In the last year, 
he had begun more public contact with his 
conatituents, but still he was greeted during 
the campaign by itritated or joking queries 
concerning his absence.” 

Renowned as the poet-sant who previously 
delivered discourses on the Gila, Diwan is 
a charismatic figure who hat cared little for 
the fine points of party organisation, a fact 
which caught up with him in these dcctioas. 
A former cabinet ministerin the Janata Paity 
legislative assembly in Madhya JVadeah, he 
had been recruited into Congress in 1984 by 
Aijim Singh who was at that time the chief 
minister of MP. The Gandhis intended that 
Diwan would provide them a populist ally 
to use against the power of the Shuklu,” 
and Diwan became a OaiKBii loyalist, for 
which he was subjected to some criticism. 
His old slogan of ‘each vote for Congiesa 
is like killing one cow’ came back to haunt 
him, as did t^ seemingly cavalier manner 
with which he discarded his former mentor. 
Aijun Singh, once Singh was out of Avow. 

The contest was between Diwan and the 
BJPcandidate,ChMidnShekharSahu.whoni 
Diwan had ddTeaied in 1991. The Congreu 
(T) was also fielding a Sahu, ChanMfca 
Sahu, a popular choice since Sahus make up 
22 per cent of the populatiOD. and he did 
receive 4/100 votes. The BSP candidale eras 
supported by sauundslchainariaiidnieneged 
to draw lO/JOO voiei away ftom Coogicas. 
aided in this effort by dissident 
Congteumen.” The Chhattlsgarh Mukti 


MofdiacandiiiMe was sopportedfay actlvifti 
such as Vinem Naiayan, but gaiiied Hole 
supportfsee Appendix, Tible5)L Bod) Diwan 
and Sahu stres^isaues of local devetopment 
and benefita for triball, and the entife debate 
revolved around wMdi party was best able 
to provide economic growth and 
empioynieiit.*' 

Promised ftinds from the Congress Puty 
were not forthcoming. Chief minister 
Digvijay Singh did sweep through the area { 
at the lart minute whidihdped galvanise the ' 
forces, but that was the extent of Congress 
support. V CShuklawasinvitedbutdedined 
to campaign for Congress, claiming 
oonflktingoommitments. AijunSingh helped 
by default by campaigning a^nst the official 
Congress c an d i di tf ea in much of C h hat t isgarii 
but avoiding the constituency of bis former 
protege. However, in spite of dissatisfaction 
with Pawan, and inroads made on Congress’s 
support bases by the BSP and the Congress 
(T), and some gains in the tribal vole by the 
BJP, tribals stayed with the Congreu for the 
most pari, and Diwan was more surprised 
than anyone that he managed to win again. 

Khajuxaho - After the Ram Lahar 

The district of Khajuraho, in the Vindhya 
Pradesh region of Madhya Pradesh, has 
received national attention ai the hoinediitrict 
of the BJ?*! Uma Bharati, whose nanu in 
the Indian press is usually (neceded with 
words such as‘firebrand’. As a major leader 
in the Ram Janmabhoomi movement, in 1989 
she not only defeated, but humiliated, the 
sitting Congreu MP Vidyavati Chaturvedi 
by a victory of almost two lakh votes. In 
1991, she won with a lesser but still 
respectable margin. In 1996, she woo a 
resounding victoiy with a margin of 20.81 
per cent of the votes (see Appemfix, Table 
4.) However, it was with great tentativencss 
that the had le-entered tiw area to contesi 
yet again andhertecticalwdchangedtadicaUy 
from previous eleclions. Comphunts were 
wide^vead that she did not vifit her district, 
and tte she had done no develapfnenta) 
work in the area. Even the discretioiivy 
fuiuK which all MPs are given by the central 
go vemment to use in their areas had not been 
uiiliied. Party woiken were dissatisfied and 
their support had to be cqjoled through the 
promiilng of importam posts and other 
wooing incentives. Uma Bharati w« taking 
acondl ia tory approach wkhherconstituents. 
apoiogiaing for fbeusing on natfonai issues 
while ignoring her diitiict. (while insisting 
that she had warned them in advanoe that 
this would be the situatloo), and itieuing 
her health problems. SpomfiUtUtaheclalffled. 
is acondltion whidi afflicts only very active 

peoffie, nd therefore the accusations that 
she is Inactive cannot be true.* 

Uma Bhaiati wu also dogged by scandal I 
and nummrs which seemed magnified by ho 




uffiroo dmt, and it waa not dew whether 
heriadhviitatiu.onoeaclear advantage, had 
not become tomethiiig of a liability. It was 
alleged that her family was involved in 
criminal activity and that the bomb blast 
which occurred in her home in Tikamgarh, 
attributed by Bharati to her political 
opponents within the BiP. was actually 
caused by one of her brother's own bombs. 
A speaker for the Congress candidate was 
gie^ with shouts of approval as he declared 
that Uma Bharati is not a ‘real sunnyasi', 
if she were she would not be concerned with 
political power,*'and her opponents deiighled 
in whispering allegations concerning her 
pivate life. 

Uma Bharati was rumoured to have ho- 
eye on a safer seat, and when she was relegated 
to Kh^urahoonce again, and in fact confined 
to this district for the duration of the 
campaign," she launched a scathing attack 
against the BJP high command, accusing it 
of caring littleforthewelfareaf the backward 
and scheduled castes, of being too willing 
to compromise on ideological issues, of 
falling under the influence of power brokers 
and of giving tickets to those with unsavoury 
reputations." The BJP, of course, is often 
perceived as a high caste^dominated party. 
Uma Bharati, as a member of a backward 
caste, was supposed to be helping to 
counteract this image, not to reinforce it. 
particularly on the eve ortheelectioi). Several 
days after her statements, she retracted, 
apologised, and attributed her remarks to 
exhaustion from long hours of campaigning. 
Many observers felt it was retribution after 
being forced to contest from this district. 

But she is a very popular and charismatic 
speaker, and although her constituents were 
initially angry with her, once face to face they 
succumbed. Dressed insaffron, covered with 
dust, and surprisingly tiny with a boyish, 
unkempt-looking bobbed haircut, she easily 
enthuses her audience. I spoke with some 
villageis in a small villa^ after she had 
breezed through in her unpretentious 
cavalcade. "What has Uma Bharati done for 
this village?” I asked. “Kuch nahin! 
(nothing)” they replied with great enthusiasm. 
Yet, when I aik^ who they were going to 
vote for, they replied with equal enthusiasm, 
‘Kamal (BJP).' When asked why. they 
replied 'Ram mandir', the Ram temple, and 
also pointed out that they were brahmins 
(who an inclined to vote BJP). 

Uma Bharati's main challenges came bom 
Congress (1) candidate MLA Manvendra 
Singh, also known as Bhawar R^ and the 
state pieiident of the Janau Dal, Lakshmi 
Narayan Yadav. These were both weak 
oandUaies; Manvendra Singh because he 
'vas little known outside his area and would 
appeal mainly to upper caste voien and L 
KYadavbecauaelheJDhaslillleatiinisatioii 
’tiengih or presence in MP.TheJan«aDal 


wotkers were confident of winning on caste 
equations alone, and were sure that Umu 
Bharati could be defeated now that both the 
Ram mandir wave and her own personal 
popularity were, in thdr opinion waning 
Delightedly sprang the allegations that 
Uma Bharati drinks liquor and was spotted 
in Delhi wearing jeans, they also claimed 
that both Cfongiess and BJP dissidents were 
working with them and therefore their victory 
was assured. 

The Janata Dal office based its claims for 
a certain victory on caste flgures which were 
quite different from those which the other 
parties were using. They alleged that they 
would receive all the 3,WX)00 yadav voles, 
the one lakh Muslim votes and votes from 
other back ward castes as well.** Otiier sources 
put the number of yadavs at between 1,00,(XX} 
and 1,28.000 and the number of Muslims 
at 80,000." The Samqjwadi Party was al.so 
fielding a yadav candidate, Kamla Yadav, 
so the ya^v vote would be split. Both 
Mulayam Singh Yadav and Laloo Prasad 
Yadav. the Janata Dal president, came and 
campaigned for their respective candidates 
and sent their representatives out into the 
villages with letters urging influential 
villagers to vote for their yadav candidate 
and U) marry their daughters to yadavs.**Thc 
BSP also had a candidate in the race. R D 
Prajapati. who would cut into the scheduled 
caste voles. 

Manvendra Singh, like Pawan Diwan, was 
struggling with internal sabotage from his 
own party, as a number of Congress Party 
workers were trying to insure his defeat. 
Many district Congressmen had opposed 
Digvijay Singh’s decision to give the ticket 
to Singh, a thakur descended from a royal 
family, and would have preferred a back w^ 
caste candidate who could also draw m the 
brahmins. Thakurs have an image problem 
as 'feudal overlords,' and as one Congress 
informant stated, “brahmins would rather 
vote for the other party than sec a thakur 
reach a position of power''. As Congress 
itself in that district is sometimes perceived 
at a party of oppressors and large I andowners, 
which inducu criminai elements into the 
pvty instead of promoting long-term workers, 
the choice of a thakur just magnified this 
problem." Rumors abounded concerning an 
incident in a village, where a scheduled caste 
woman who was elected to the panchayat 
was allegedly terrorised by Manvendra 
Singh's men." 

Just the fact of being a sadhu-sant 
associated with the Ayodbya movement was 
enough to secure votes for even political 
unknowns in 1989 and 1991 as a symbol of 
hindutva. In 1996. it was not a defining 
characteristic or a quality that would clinch 
the election, but rather a virtue which could 
be added to a list of characteristics when 
tallying the canchdatet’ chances along with 


caste, past accomplishments, etc. Urn 
Rharaii had come to power during the Ran 
wave of 1989, but now was remaining ther 
with a combination of personal charisma am 
the caste equation drawing in both tb 
brahmin and the lodhi rajput votes. Sis 
assured people that the BJP hMl not fotgotte 
Kam mandir, and mentioned national lev 
issues, but the emotional rabble rousin 
rhetoric for which she was famous was abter 
from this campaign, limited by both th 
model code of conduct and pngmuisin 
Instead, she stressed developme n tal theme 
and caste and class issues, asserting that n 
the daughter of asmall farmer she had entere 
politics to fight against feudal landlords 
Once the BJP comes to power, all problem 
will be solved, she promised, and in fac 
assured the voters that she herself wouli 
remain in the district after the election t 
devote herself to deveiopmenial work. Bharat 
asserted that the rail way line which Khajurahi 
lacks, (which seems very short-sighted tuux 
Khajuraho Cl ty is a major tourist destination) 
would be laid by a BJP railway mimster an 
all the necessities of life - roads, watei 
justice, law and order - would be providn 
by a BJP government at the c e ntre." 

r aste and Communal Dynamics in 
Uttak Pradesh 

Congress was decimated in UP in the 1991 
elections. Caste dynamics were such tha 
with the exception of some tried and tin 
loyalists, the party was wiihoui a vote bank 
The Muslims deserted their traditional part 
in droves, wiih only 5 per uem suppoitin 
Congress, and 8.^ percent supporting the ID 
SP. acroiding to an exit poll. The BSP woi 
20 per ceni of the votes in UP. ciittiiig ink 
anothir previous I y secure source ofCongrea 
support. The results were: the BJP won . 
scats, up three from the previous electian 
the thud front won 20 seats. Congren wot 
five and the BSP six.* 

As the centre of the Ram J anmti bhooHi 
movement, UP claims a numberof promiiiea 
politicaJ leaders who were active in iha 
issue, among them Vinay Kaliyar. Swam 
(ThinmayansiKl.Swami Sakshqi.andMahaa 
Avaidyanath. Katiyar was struggling in U 
di strict. S wami Chi nmayanand wasdefeatet 
Swami Sakshiji was moved toadistrict when 
he was an unknown and where his cash 
would be an asset, Swami Vishwanath Da 
Shastri and Swami Sureshanandweredene 
tickets from their respective constituencfoi 
and Maham Avaidyanath, while a wwner k 
his district, had lost much of his leputatior 
Compounding his lack of a record ’ 
economic developmem of hit area is Ot 
widespread belief that he is cam|4icit in lb 
nwrder of a political rival and is evadhi 
prosecution by hiding behind the unctiiy 
his position as the Maham of a wealthy am 
prestigious religious iastiiation. (My lb 
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invaden. He do^ iheiefore. actively wwk 
to incofponte daliti in other w^^ for 
example, in dining wMi the dorei, one of the 
lowest castes who dispose of die ashes of 
crettmicd bod i es in Bomns. 

63 Interview whh villrems In Mmiiaa. May 4, 
1996. 

64 Interview with villuen in Bhaibbariya 
viUi^e, Angnri I, Im. 

65 h herview whh fanner p re dhan.Oorekh Singh, 
in Doharia Barer viUiue, Oatikbpar, May 4, 
1996. 

66 interview with acbednUd caiie villagen in 
Bhnriibariya vill^ Augutt I, 19% 

67 Imerviewi la villa«et; bdrebmii. Siktor and 
Dobnria Barer, in Muiram aisembly 
constituency, htay 4. 1996. 

68 There is. of course, much disagreement 
conoenfa^ the ‘caste system’ and to wire 
extent h wu ceemed by ootonlalinH. Political 
sadhus argue that the negative mmificatiaai 
of caste, aside from it being pmvly 
occupati o nal division, were abemtioni 
hhroduced by Murilu nde. 

69 CfJaffRlo(.mHMhMttomilMM0Vi^ 
in Mlu. pp 3SS-S6. 

70 Jaffidot. op dt, pp 355-37. Aa example of 
such aa exception is Swami Agaiveih. 
fcrawriy of Che Jmmta Ori. and now of dir 
Aryn Sabha. Aaodwr I ndl viihwl who was 

ifiiMi the MovesMio Bibe La) 
Dm, the earn apnoireed Mahret of the Ram 
Janmabbooini Temple in AyotEqia. was 
■B c o wm oohmsW removed bore Ms post in 
1992. aUMody M the behret of dm VHP. (the 
VHP dreiaa Ms dnrfoX and shbregu nitl y 
manlriodbyanlrnnwnairidliriri.SooSblkla 
lYbwdL Tha hhiider of Babe UI Das: An 
Investigative Report*, MmuM, No 79 
(NoreSefMDscMHbw I993X pp 2-6. 

71 gwwd in JWBefai. op dt. p 4M. 



Devdt^mieiity Malaria and Public Health Poficy 

A Case Study in Goa 

Pruab Makliopadhjrajr 
ShaMaDcMMoa 

In Goa, a small state in India, construction activity has been a major factor in the spread cf malaria. While 
•rivate builders, primarily to catering to tourist demand and speculative real estate transactions, the costs of 
he incidence are being borne by migrant labour, and the local population. The focus of intervention, it is argued 
\ere, is incorrectly placed on the migrant worker. Instead, the increased state expenditure on health, should be 
inanced by taxing the builders who are responsible for creating breeding grounds at construction sites, which 
sake vector control methods dysfunctional. 


popular perception, at well as in 
ivoUionaldevelapinentliterttute, poveity 
often been cootideted the primaiy cause 
nwiioninenlald^radatioa The consensus 
xoachof tbeintenialional devdopnental 
aides, like (he Worid Bank and the Asian 
velopment Bank, and international 
Dimissions, including the Bnintland 
minission, subscribe to the above view 
luniappah 1993]. The central assumption 
Jerpinning this onisality, it that large 
tions of the world’s poor live in fragile 
ironments and because of lack of 
ources, have little to invest in its protection, 
ring crises, they further degrade (he 
dronment in (he sheer race for survival, 
icby jeopardising their own future well- 
ng. According to this consensus, 
oreatatian. land degradation, sanitation 
dean water supply, air pollution and loss 
liodiversity are the main areas of concern 
arulysing environmental degradation 
xU Bank 1992]. 

he conservative economic method of 
entanding wdi>being was considered to 
he per capita national income, especially 
rarik economic progreu of different 
ons. The United Nations Devdopment 
ramme (UNDP) hat formulat^ an 
male measure of developmenL It uses 
te items for calculating the Human 
velopment Index (HDI): longevity 
sasured by life expectancy), knowledge 
mbination of adult literacy and mean 
rs of schooling) and stmdaid of living 
chasing power parity - real per capiu 
** atljusied for the kia) cost of living) 
•IW 1994:91], This U widdy accepted 
more comprehe ns ive Index thim the pure 
capita national bicame as a measure of 
ckipment. 

ndentandably, ‘longevity’ relates to 
th and hygiene. And, pubiic beahh has 
BddegrteofriependrnceoiteuviHinmMti 
tthre(posllive)diangesllMseia,aoooum 
spread (control) of coouwinicable 
uMs among locd populatiom, Malaria 
cm in —"p** 

■ a recent contribntiaa. Pal et ri (1997) 

! aigmd that ’hrigiatiitm malaria la an 


impottant epidemiological sub-type... (and) 
it impacts on every other type of malaria." 
They suggest that migrant populations act 
as transmittms of malaria. In where our 
study is based, similar observations have 
been noted by Kumar (1991) and Kaliwal 
(1992) and, like Adak (1994) have found, 
construction labourers to be the target 
occupation group affected by malaria. This 
has resulted in the official opinion that 
construction labourers therefore have to be 
monitored to check the spread of the di sease. 
It is the migrant construction labour who 
bears a pecuniary cost to prove thm s/he is 
not infected or a ourier. The exact details 
of the Goa case study will be discussed in 
subsequent sections. 

Pai et al (1997) alto point out that public 
pdicy often in (Ik name of controlling the 
disease attempu to monitor migratory labour 
primarily (one suspects) because of their 
complete lack of negotiating power for 
privileges as an organised occupational 
group. A similar attitude has been adopted 
by the state gov ern ment in Goa which is 
inade evident in this case, through the 
amendment to the Goa Public Health Act in 
March 1996. which has declared nularia as 
a notifiable disease. 

While agreeing with Pai et al (1997) on 
the above, we further argue that malaria, 
which is categorised as a communicable 
disease, should really be classified as an 
occupational disease, especially from the 
point of view of public policy. When a 
disease is classified as just a communicable 
disease, thecausalityofincideiice and spread, 
and therefore target intervention point is 
open to interpretation. The reason for (he 
current status of malaria as a communicable 
dkeaseis probably that there does not seem 
10 be arty direct link between any one category 
of work and malaria. Recent research, 
however, indicares thil malaria needs to be 
reclassified as an occupational disease.' 
There isevidence,even from official sources, 
that construction has direa links with the 
spread of malaiia [Kaliwal 1992 and Kumar 
et al 1991; 1992; I99S]. While in the case 
of other occupational diseases, the cost of 


worker's disability due to occopational 
hazards is partly beme by the em|4oyer, but 
in the case of malaria the roles seem to have 
been reversed. 

The state having abrogated for itself the 
responsibility of citizens’ welfare.espedally 
the most vulnerable section of the working 
population, has in the process vmied the role 
of the construction lobby. The addhional 
financial strain put on the public health system 
due to the increased incidence of malaria is 
now being borne either individually by 
affected patients, or by tax payers u a whole, 
while those responsible (that is the 
construction lobby) for (a) bringing into the 
swe. an already affected population. aad(b) 
maintaining breeding sites (curing tanks) 
have been let ofT the hook. We will further 
argue below, that since a large rection of the 
construction activity, it tourism rriated 
construction, a combination of fecton have 
led to the current attitude tow ards cc ntwl 
of the malaria vector and prev enri on of the 
spread of the disease. 

The recent inierest in malaria andpUblic 
health in general, may be attribiiied to the 
resurfacing of many diseaset in chronic 
forms, malaria being one of them, fkom the 
colonial period, the spread of maim ws 
associated with expansion of modern 
irrigation systems [Whitcairibe 1983,1996] 
and is now accepted as conco m itant to the 
process of expansion of canal iirigatiim 
[Maidcodi 1996]. Vector-borne (Haeases like 
dengue fever, which were considered 
er adic ated, have once again re-Mofaced. 

The worldwide fact sheet on malaria stetes 
that it is endemic in 91 countries. It a ccount s 
for more than 120 million clinical cases and 
over one mtJliott deaths each year of which. 
Tropical Africa alone has 80 per cent of the 
total cases. Malaria accounts for 10 per cent 
to 30 per cent of all hospital adntitsions. 
8.00,000 children under the age of five (i e, 
IS per cent to 2S per cent) die from nud^ 
every year, making it one of the iiteiorcattaes 
ofinfamandjuvenilcmo(iaIity(WH01997]. 

In terms of pobey Ihtnkitig on malaria, 
Bradley (1991) characterises the decade of 
the 19^ as the attack phase and the )960t 


1 




u the coMolutatkm phase of the cradicatiaQ 
progrunme. The 1970s was the resutgence 
phase of the disease, and 1980s the decade 
of chaos. Optimism of the earlier yean was 
largely due to the effectiveneu of DOT 
spraying. However, the resurgence it 
attributed to the fact that mosquitoes have 
developed strains of DDT-resistance. While 
this was a worldwide phenomena, similar 
trettds were noticed in India too. It might 
be useful at this point to recaf^tulate the 
struggle against malaria in India. 

Malaxia Control in India 

The first comprehensive National Malaria 
Control Programme was launched between 
19S3-S8. The success of the pixrgramme led 
to the initiation of the National Malaria 
Eradication Programme(ffMEP) from 1958. 
In 1965 the lowest incidence was noted - 
0.1 million cases per annum. The public 
health establishment at that time felt that 
because the disease was on iu way out and 
it was only a matter of time before being 
completely eradicated, it should be merged 
with the basic health services. The resurgence 
|duse saw the annual incidence going up to 
6.4 million in 1976. A Modified Action Plan 
was introduced in 1977 and thereafter the 
incidence dropped to two million cases by 
1984. However, within a decade there was 
once again a resurgence with malaria taking 
epidemic proportions. On the advice of an 
expert committee, a Malaria Action Plan 
(MAP) was launched in I99S [Gol 1995]. 
In our study based in the state of Goa, we 
have focused on statewide trends and 
analysed consequences in one primary health 
cmitre located in Cmidolim, a census town 
in north Goa, which has a population of 
45,294 as per the 199rCensus[DHS 1996]. 

Malaru Control in Goa 

Goa was under Portuguese colonial rule 
till 1961 ■ The NMEP, which was in operation 
in the rest of the country, was also initiated 
in Ooa in i%3. Malaria, it by no account, 
new to Goa. There are several medico 
historical accounts of malaria epidemics in 
the state. Records indicate a depopulation 
insomepatUofCoaduetoamalariaepidemic 
in the early 1900s [De Melo 1933; Gracias 
1994 and Srivastava 1989). The Incidence 
was highest in the eastern soutlheasteni, 
hilly regions of Sanguem. Saiari, Canacona, 
Qu^emandSanquelimtalidcas. *>10 industry 
and agriculntie could develop. Vast, fertile 
lands once cultivated were abandoned..." 
[Boreal el al 1967). Nearly 14,261 persons 
nifleted from malaria in 1878(Oncias1994]. 

In Sanguem tahika (in south-eait Goa) 
where the diieaae was endemic, an eatimaied 
6,000people died during the period between 
I900and 1910, wiping out IS.villagea ftom 
the map. Census lecoids indicate that the 
pqulaiion of Sanguem decreased from 


26,118 to 17,128 between 1900 and 1929. 
Malaria was also responsible for the 
(Usaiqreanuice of four villages in Canacona 
(aouth Goa) [Srivastava 1989], Regulathmi 
to prevent and control recunent epklemici. 
including malaria epidemics, were initiated 
asearlyasin 1913(Graciasl9M].In keeping 
with the worldwide as well as the Indian 
trend, by the 1950s, malaria was almost 
under ‘control’ in Goo. More conceited and 
organised efforU to control and eradicate the 
disease were made after the establishment 
of Che NMEP in 1963. However, the ciinent 
data indicates that the incidence of the disease 
kept fluctuating and has now reached 
epidemic proportions. 

The cutrem spurt in incidence of malaria 
has directly been linked to construction 
activity in Goa [Kaliwal 1992 and Kumar 
1991] and in the last decade, the malaria 
incidence map shows a very atnaigco-nriation 
to the ctaistcuciion map in the state. Graph 
1 shows that there was an upturn in 19M 
and a large proportion of the affected 
population came from the locality in Pamyi 
where a number of public coniiniction woiks 
had been undertaken in that year. 

The general view of the state health 
authorities is that the parasitic infection has 
been brought into Che state by migrant 
labouren, who have migraled to Ooa for 
woik from endemic malaria areas and whose 
low socio-economic status has led to the 
vridespiead incidence of the disease. This is 
despite studies like Kumar et al (1991) which 
found that in Panaji city in 1990, 1,494 
labourers and 2,055 residents were 
affected by malaria (Table I). Even in those 
municipal wards which saw accelerated 
constnictimi in that year, malaria incidence 
ammig labourers was 1.327 and among local 
residents was 1478 which suggests a view 
contrary to that of the slate - that the disease 
is only a problem of the construction 
labourm. When the affected proportion 
indicates that labourers are the most 
vulnerabte victims of Ibe disease perpetuated 
by develofnneiit projects.^ 

Goa as a state, hiu, suffered from a peculiar 
shortage of local Iritour. especially manual 
labour, since the 19th ceniuiy, when die 
earliest out-migratxm to Africa ftom Ooa 
took place. Sectkns of thepopuladon became 
non-residentil^' who hired labour and even 
caretakers to take care of traditional 
properties. Initially, Ibete was intn-itate 
migration from within Ooa. and poorer 
sections ofthe population responded tohiglier 
wages paid ^ the non-resident ownen 
[Srivastsva IW], Being an agriculiunl 
economy till very recently, and pieaiurea on 
land net being as Ugh as in other parts of 
the economy, the wage rates in Ooa tended 
to be higher than in other states. However, 
the propensity to use local labour, hindered 
inter-state nrigiaiion into Ooa. 
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HINDUISM RBOONSOHSED 
Gfintfaer-O. Sontheimer and 
Hermann Kutfce (eds) 

1997, 354p. Rs. 5S0 

TUs is a revised and enlarged edidoo of 
the book first publiihed in 1989. 

Seventeen weU researched papers in 
the volume address Important questions 
thrown up by contemporary reaearch on 
Hinduism; Do coaveniloiial nodont of 
Hinduism need to be refonuifatted on the 
bash of new evidence and modern theories? 
Isit prudent tointerpretHinduism without 
an inter-disciplinary and contextual 
approach? In short, what does Hinduisni 
mean. 

KING OF HUNTERS, WARRIORS, 
AND SHEPHERDS 
Emaga on KhaedoU 
by GOntherlNeta Southetewr 
Aiuic FekUiaui, Aditya Mahk and 
Heidrun Brflckner (eds) 

(IGNCA) 

1997,355p. Rs. 600 

This coUecdon of GOniher Sontheimer's 
ardcles shows how hit thoughts on 
KhandobS developed, the great fareedih of 
bis understanding of the cult and the 
tratUdons of castes and tribes for vdion) 
Khandoh4 is an important god. He makes 
use ofawide variety of source materials like 
oral epics, songs, statements and local 
Utcrature. 

Sontheimer understood the Kbapdobi 
cuk to be a ‘mirrof of Hhuhiism’. His 
writings an Rhapdobi provide an 
extraordinarily rich glimpae into that 
mirror. 

POLK CULTURE, FOLK KBiGlON 
AND ORAL TRADmONS AS A 
COMPONENT IN 
MAHARASHTRIAN CULTURE 
Gamher4Metz Sontheimer (cd) 

1995,304p.lts. 400 

TUs collection of papers sddrewes various 
facets of Maharashtrian culture like yaisjs 
tuidliy gods of nilcrt, fbUtlote tbetnealike 

cows, bulls, folk etymologies, heroic 
halladi, lavani, bhuts, Unkti trsdinon'. 
Khandoba, etc. 
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tutwfththebooiB in comt iu cttoB activ i ty, 
tocidiappIktoflibourfdlihoilPtiTtfaer, 
wigMofltod by coiMtfucriiw companies 
re lest than the <leal that they got M hifed 
our in agriculture or as caietaken. Land 
nets pretened local labour to migrant 
our in agricultural activity and carctaking 
their estates, even at a higlier vrages, 
ause of social institutional mechanitmt 
I reasons of trustThe large inflow of 
rant labour is, therefore, directly linked 
he boom in construction activity. ’ And, 
resurgence of malaria in Goa coincides 
h this boom in construction and in- 
pation of construction labour. 

.Qwever, the current link between the 
sase and construction has led to an 
usational attitude towards these mlgraitt 
ourers. Policy-makers and public h^th 
erts in the state hold the migranl labourers 
ponsible for the spread of the disease, 
.s thinking has also influenced the 
femment’s intervention methods of 
Jtol and planning for the eradiation of 
ditease. Malaria has been declared a 
ifiable disease since March 1996 in Goa 
ring the position of the labourer even 
re vulnerable, as it makes certain other 
dons under tire Goa Public Health Aa 
4icable to them too; (i) Prohibition of the 
osure of other persons to infections 0tcm 
, (ii) Destruction of hut or shed to prevent 
mdof infiKtions (Itemtil)/ (iii) Infected 
sons not to use public conveyance (hem 
, (iv) Prohibition of letting or suUetting 
> building occupied by an infected person 
m 65), and (v) Forbidding work in infected 
mises (Item 67). 

hese vulnerabilities only add to the 
sting netsrark of causal attd resulting 
octabilities that malaria victims, attd in 
ticular the constniaion labourers are 
osed to, setting in motion a vicious circle: 
t of daily wage, poor nutritional iWus, 
rnalstanoe to diseaae, high chancei of 
Me, deteriontion of health, increased 
rfaidity and moilality.cte. They are further 
ibiled by lack of knowledge of the load 
fuage or any other commofl language of 
imumlcatton making them incapable of 
lentandittg the treatment available, 
vention methods, as svdl as their rights, 
latkbtion, a system of’health cards' has 
n introduced whh the 4lh Amendmenl of 
Goa Public Health Act of 1996 (October 
1996)* which makes eaaentlal a health 

I to be carried by al I migrant conatiuction 
outers. As the act atipulates, ‘The 
xmsibllity of obtaining tte health card 

II folealinly wHh the labounr.” These 
ivkhat beaMt cards are to be obtained 
n the aaatcai PHC after a Mood linear 
boon taken and the report of that smear 
BoiveA The SreUng tat malaria hes .to 
tbm every tine momlia. This teetiag 
% aui ptepemioa of cards is done three 


times a week for two houn every day and 
for which (he labourer ndg^ even have to 
wait in queue, forgoing a day's wages. The 
health cards have to be paid for by the 
labourers (Rs 5 eadi), in addition to the cost 
of two passport size photographs. 

This undivided responsibility thrust on to 
daily wage migrant labouren, whose jobs 
by their very nature are insecure and 
temporaiy, inigla force them to be hesHam 
to get tested when they are suspected to be 
suffering from malaria, because of the fear 
of not bdng hired for the job. Such institutions 
might also result in certain unfair bargains 
being made by contnetora with labouren 
who are ill and in need of ajob, like hiring 
them at even lower wages. Alternatively, the 
existing practice of collecting pauive and 
active blood smears of persons with 
symptoms of malaria, seems more effective 
in loiating the high risk areas for the state's 
malaria control pragramme. 

Health Casds: How Effective? 

TheefliciesKy of public policy in checking 
malaria vis-o-vis the health card is difficult 
tocomprehend. It fails on at least two grounds. 
Prom the point of view of effectiveness, the 
l a bo u ren can contraa malaria the day after 
the and has been issued and have a relapse 
before the next three momhiy screening. 
Prim the point of view of justice and ethics, 
the health card tingles out the most vulnoablc 
section of the population that is affected by 
the ditease, convening their status from 
victim to culprit. For our current study we 
have selected one primay health centre (PHC) 
inOoa, namely Candolim (north Goa). Since 
l994,Caiiilo(imhas had thehigbM incidence 
rale outpacing Panaji, the capital of Goa, 
which had the laigest incideaoe of malaria 
and conslniction activity till 1993. 

Candolim iaoneof the most popular tourist 
centres in Goa. and ha s witnessed large-scale 
comtiuctioa activity sHioe 1993 largely to 
caier to the tonrtat and rent eataie boom. A 
tagemimberoftiine-sharereaoiohavecoine 


up in this area in response to both demands 
of tounsm and inflow of speculative monies 
invested in real estate. Tbw are not owner- 
occupied residences and therefore do not 
indicate a rise in economic activity in the 
stale other than tourism during peak seasoo. 
Si nee the construction of the Kodcan railwiqf 
link, real estate prices in Goa have gone up 
astronomically and made real estate 
invesimems, a profitable propositioa 

Statistia collected from the Candolim 
PHC, suggests incidence of nudaria among 
the local populace even prior to the start of 
large-scale construction activity. Cuiteatiy. 
the incidence of malaria amongst locals hu 
also increased. Interestingly, the dt ffiewi ie e 
in the number of locals and the number of. 
lahourert affected by malaria is not 
significant. Besides, while pre-mo n soon 
victims c r malaria are construction tabomun. 
in the post-monsoon period the munber of 
locals affected as high as conttnictioo 
labourers. This may be because of the 
increased breeding sites during and after the 
monsoon rains. 

A surface glance at gender riatirtto on 
nudaria incidence in Goa leveab adeoeptive 

Tabu I: Mauuha iNcwtca m Panab w 
LAaoua Casih am> Local Rsanenott w 1990 


Maaicipal Labom Locals 

Ward Malaria Total Malaria Total 

Clwrt PopM CiMt Ppfw 


Acedenued 

1327 

2331 

167a 

32991 

coastnictHNi 
(Zone <-tS) 
All Wank 

1494 

2<29 

205S 

34122 


SiMirrr: Kmird al(l99l>. 

Tabu 2; Total No of Malabm Casb w Goa 


Year 

Total No 

Mde 

Remak 

1994 

3436 

2469 

999 

1993 

3916 

2994 

1002 

1996 

11632 

9399 

.304.S 


SoarcF. Naiiaaal Malaria Eradicatioa 
Programme. DueUuralc ol Health 
Serrioea, PaasiuGoa. 




(Ufliefenoe between the number of men Md 
womeii eflected by (he difeuM (TVdde 2). 
The lUte health depar tm ent attributes die 
difference in the incidence of malaria to 
dress habits; “High percentage of infection 
in males can be attributed u> the habits of 
wearing half pants and half shirts and 
sometiines only with half pants at home and 
preferring to sleep outstde” (Nadkand et al 
1990]. However, this explanation does not 
seem plausible because it it a known fact 
that women’s complaints are the last to be 
tended to in the family and women often 
neglect their own health. The social 
inhibitions regarding a woman repotting 
illness to the doctor and preferring self- 
medication is quite possible. The likelihood 
of many cases of malaria going unreported 
and untreated seems very hi^ especially 
among women. If this hypothesis is true, 
then the malaria incidence figures would 
probably be an underestimate of the actual 
impact of the disease. 

Evidendy, the current policy orientation 
has placed the burden of vector control on 
the labourers, whileconstniction companies, 
who are responsible for creating this demand 
for migram labour are not penalised either 
by state or by society in pecuniary or non- 
pecumary ways. While the labour bcsars the 
cost, construction companies make piofiu. 
Unwittingly, there is however, a third agem 
involved other than the ndgrant labour and 
the construction conqumy- the state. While 
malaria incidence has increased rapidly in 
the late decade, the efficiency of the public 
healdi deHvety systems has contimmusly 
eroded. And the iitcreasingly large number 
of padeois seeking treatment, has put severe 
strains on the puUlc health lyitcm here. 

Imerestingly, between 198S-86 to 1995- 
96, the total expenditure on the malaria 
account* in the stme has seculariy increased 
from Rs 9, 16,959 to Rs 33, 39,000. While 
as a pneentage of the total public health 
expetK!itute,ithas remained constant at about 
9 per cent, the per capita expenefiture on 
each padentfcaie of malaria declined from 
Rs 11^2toRs S59. Evidently, with increa¬ 
sing pressures on the stale’s purses, it is the 
non-salary component of the expenditure 
that will be slashed and thereby make in¬ 
effectual any programme of control or 
endicaiion. 

However, the construction companiet, the 
nature of whose lucradve enterprise poses 
ddi stress on the slue's healdi care system, 
do not bear part of die cost. Hie wrong 
emphasis in uate policy of fflanHoringlabour 
becomes even more glaring when seen in die 
light of the seemingly simple option to 
difflinate the breeding of die anopheles 
stephemi; the mosquito take n yptoximately 
10-14 days from tte egg to die adult stage 
[Ruk ei al 199IJ. The anopheles stephensi 
breeds in clean wder and itoifies have found 


curing tankatobe die biggedbteed iiig w oe s 
[Kaliwal 1992 and Kumar et al 1992]. 
Therefore, a weekly sweqdng and (hying of 
the curing tanks would effectively cut down 
the breeding of mosquitoes and thereby the 
spread of malaria. However, dns would mean 
that construction work would have to oeaae 
every week foraday, which no doubt impUes 
a cost to the company in terms of extension 
of construction period. Solmtead, state policy 
and the public eye is wrongly focus^ on 
the voiedess victims, who not only pay the 
price of disease, but also face humiliation. 

The construction companies and the 
tourism lobby in the slate, together form the 
most powerM interest group in the state’s 
dominant coalition. In the recent yean, the 
fortunes of there two lobbies have been 
closely inter-linked. So, even though 
privaidy accepted, it is to be expected tto 
public policy residing malsfiaccMrol would 
be constricted to take any step that would 
go against didr iniereiis. 

It is now wdl established by various studies 
worldwide and in Goa. that nnong the many 
fallouit of tourism, are environmenial and 
cultural degradation, aiul pollution [tSS 
1989]. These consequently have their 
ddeierious impact on piMic health too. There 
are two points we would like to emphasise 
here. Rrst, in Candolim, wMch is a nutjor 
tourist rone in Goa, airujcxity of thereported 
cases of construction labouren affected by 
malaria were from tourism-related 
construction projects. Second, in spile of the 
accessibility of protection from mosquitoes 
such as fans, mosquito nett, lepdlents, etc, 
the mimber of tourists affected over three 
years has gone up from nine in 1993 to 318 
in 1996.' 

However, official policy, once again 
reveals its class-bias in its attitude towards 
infected tourists, who are also non-locals 
technically (u much, if not more than the 
nugram labourer). Touriiu are not expected 
to cany health cards, nor is it mandatory that 
they gel themselves tested.' In fact, 
information about the malaria epidemic is 
withheld from the tourist, so that they may 
not be deterred from holidaying in the state. 
The tourism lobby wicldi bemendoua clout 
in Goa. and its ability to control the heattfa 
information In the slate demonstrates tWs. 

Intein at ift na l tourism flourishes in thhd 
world countries despite the severe distortion 
and imbalances that they characterise and 
the soda] costa that tliQr emalt, due to the 
very stnicture of the third world econonties. 
TWi is a duBCt rorwnquence of imperial 
domination ofthe third world during the past 
and the pecuHv pattern of trading linka and 
’spheres of influence’ established 
subaequcatly (Lea 1988]. TouriamlBieganled 
as a non-polluliJig liatd cunency’ earner. 
Becauieoflhe’devtlopmealal’ooiiiiialaiotia 
of third world couniriet, they are forced by 


drcumatanoeSi to die g oos e 

suppaaedly the goldan en, no m 
what tbe cost. 

CoNCumoH 

Malaria as we have had occaaion to f 
out above. Is a diiease that poses a u 
■ticial coa in the developing countr 
However, this cost Is often borne to fKib 
the accumulatiaa of private proftts. 
increasing curbing of state finances aU < 
the (leveling w^, the tcourge of mal 
is liluly to increase not decrease. Ai 
today, tlie developing countries would t 
to cope with their own unique experiei 
of the incidenoe. However, stiae poUo 
and whenitisformulated. should bepropi 
targeted, otherwise the price that will ■ 
to be paid by society might te outstrip 
private profits that accrue to some sectii 

Notca 

[We would Hta (o thank the stdfof the Dimta 
of nMie Health, PnaJi. don, the nimaiy He 
Oeaiie, OndoUm, Goa, aad hfsMa Resei 
Ceaue, Paoaii, eapecMUy M B Kaliwal of'D 
and Ashwiai Kuanu’ of MRC Rreqli. They 
of coune, in ao way letpaasBife for ifae conte 
coBchn i oM aad arron Itor renria.] 

1 The Worid Brefc (1993) UUi the foUawaii 
o ccu pwioaal (eaviraaineat)-ielated diaea 
Gmoer, Nc ui upa hi a trtc , chronic reapint 
moacolotkeleul aad aahueatioaal litii 
whiefa is hared on WHO (1977) danllicai 

2 However,Kunareta)(1991)coachided'’ 
the Ubour war a major risk group, and 
buildings under ooourection were the a 
problem areas. Topreveat the spread of mali 
it would be esseatia) lo qaaraaiiae 
ia u n i giiBt l a bo u r w i in thre e- faur caaqia < 
proper saaiUlloB ficllitiea. TUa srill i 
nKUitste tcractiiii( nd tiMtBMOt of OMdi 
Weekly fbo^roof vector coatrel meau 
iboukl be imtilalcd ia aU coHtiBctioa files 
these measarrs res act bupleaieated, 
inuaignat labour will ecariase to spr 
malaria whiefa nrigbi adversely afleei lour 
in Ooa“. 

3 A tough gnesstlmaie pula it Si 53)00 ear isf 
renu^ ia the last few years. 

4 In 1995, two local leaidM of tasenu 
(a village ia south Ooa) died of Japae 
BBocphalkia. Tbe next day an tbe anmand 
banneatts ware bant down. With dda red 
onhePublicHeaMiActaudiialervaalioat < 
ant only have the ataie’abui aodalaaactiao 1 

3 OaaPBbttcHeMAcf.SactiaaTSA:-’.. 
Oirecttnie ^Hoddi Servieea Ml thea is 
a health card wkh photograph ocnHyiuf 
pieaeat ahdaa of luiMa. Na htoOHNr ihall 
laigagarl by the coaitacSor al the coathua 
litoa aaleu he has a haalth caid. Sinv 
acteealag for malaria ifaall be daw oopc 
every Itoee moolka. The rereetwibilHy 
obiifaiiig the hesM card ihan rsat eoiir 
with the laboater." Paitber, ’riWboe' 
coatfamaeaifaaHovMoai ofSoelioaTSA 
the Aet, shall he paeithahle wkh fine 
Rs 13100 per person etch time and when 
alhtioe ia a oosiliiNiag oae, wUi a daily f 
not wrewliag Ra SO daiiag Ihe period 
eoatiMM oriheeffcaea." 

6 Tht lUM has expeaditarat on mala 
uadarthrea hands: Malaria Bradicoii 
Pnvnmnie (Flail). MEP (Nawnaa) aad I 



HMB P (*M cii li eHMnUy<*paM«)nd pbn 

7 Tkan flfmt tw to l B ooty llKMe cmbi ttM 
BBportad Id the PHC faff wriin aad ttDatmcM, 
we do Mi hm ■■ MiiiiMM of die oMfacff who 
met to pthto e decio n/ lwe | dlah. A««gafac 
dm towte woeld beloef to ootifa ioEoine 
ctoiiniy who pieftr to fo to ptivete pnc- 
ddoneci. tUi flCoiB woeld pffobeUy osain be 
w oodeiHdaMie. . 

I TIdi (faoeld, however , aot be m ii coii i ttt ied at 
befai a i rixanmmtfa doe faff fadrodactiao of 
dto health cant mtom faff tonrtati, hot it jiut 
aaed hare to ind lca i e the dUfanodal Mtkude 
ie the wale'i approach to the pffobleffl of nalarit 
to Goa. 
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DISCUSSION _ 

India-Paldstan Relations: Beyond thelHvla 

J VDesfapantk 


THE billion-odd people who‘Tiave aatunded 
aouth Alia and wtw revel at quanclling and 
squabbling with each other” will no doubt 
be deeply giateful to Bbabani Sengupta 
(EPW, October 18, p 2640) for applying a 
healing touch and a loothing balm to their 
perpetually quarrelling tempers. It was 
leassuring to learn from his article (They 
Did Not Promise a Rote Garden’) that there 
still exist Samaritans who, on their own, 
would save the lesser mortals of (his subcoD- 
ttnenl from themsdvet. It was indeed heart- 
wanning to read about the asshfaioiu effons 
that Sengupta puts in at improving Indo- 
Pakistani idations. Why, in the past six 
motdht itself, according to hia article, he has, 
totally ditregarding hit own com-forts and 
convenieiicea, attended a conference in 
Calcutu, aaemiiiar near London in acountiy 
manor, a wotfcshop at Kandy in Sri Lanka 
and no doubt other gatherings at many other 
|dacea hbroad and perhaps in India too. It is 
not often that readers of EPW learn about 
how those in the higher echelons of policy¬ 
making cifctes go about bringing peace on 
eaith and goodwill among men. 

But the quarrelsome and squabbling 
Indians will never be satisfied. Instead of 
feeling property gmeful, they will persist 
aridi their caiping ind questioning. Troe, 
ftnm Sengupta's note, the readers did team 
about wtw he met at theie meetings, about 
the (right'mushaira'devoted to Hindi‘fUml' 
songs, about how the courteoui prime 
RiiRiiten of India and PakiMan Treated each 


other with choice Urdu cou)rieu at St Regia 
Hotel in Central New York”, how aPrikiitani 
high commissioner attended the unveiling 
of Mahatma Gandhi's statue in South Africa 
by Indian prime minister Gujnl - each one 
in his view a significam step in cementing 
India-Pakistan friendship. Yet, the doubting 
reader: will still keep asking about any 
concrete achievements that die much toiii- 
tomtned Gujral doctrine can dahn in respect 
of India-Pakistan reltoiaas in the past half 
year since it was unpacked. 

As far as one can out from Us ariidc, 

Sengupta considers the following at the 
achievements of the Gujral doctrine: (l>the 
two prime minisictsmeming fuch other th r e e 
times in the past seven months, (2) the Pak 
high commissiaiier attending the unveflieig 
of the statue in Soutii Africa, (3) ootrirolliiig 
the cross-LOC firing. (4) the two 
govetnmenu talking with each other about 
selling surplus power by PUdstmi to India 
and (S) Islamabad agraemf in principle to 
allow the Oman-India gas pipeline dmugh 
Pakistan. 

AIUiou^ the record is not at hand, one 
may be fairly certain that Nehru and Uaqat 
AH met in New Delhi in the early 1990s or 
Indira Gandhi and Bhutto met in SMmla in 
the 1970s more frequently than three times 
in seven moiuhs; more likely seven tinea 
inthieedays. In the pan, a ftkisiani president 
had even visited India to watch a cifakct 
match. None of these steps changed faido- 
Pak relations to any noticeable degree. Aa 



Seiigu|)Uhlinsetfabiave»,croi»-LOCflring been conristent and clear all through the pan tame dan at laying diat flie two countriaa 

ii unial at Ifali dme of the year. Pethapa he SO years. The government of Pakittanwami aewocfcingtogetheratUN.Evetyonekiiowt 

would alto remember that its petering out Jammu and Kashmir to be merged in itt the extern to which tint hat hdp^ improve 
with dte onset of winter it alto usual. countiy; at the veiy leaai, k intisu upon a rdatnnabetweendietwocoumiiet. Actually, 
it is certainly very gratifying that Pakistani plebiscite there under international the matter of granting India the MFN status 

authorities are talking about selling surplus supervision. It also wants talks with India is pending with Pikiitan for at least two or 

power to India. Perhaps Sengupta will also only under the aegis of a third party, talks threeyeani.IfPakistanhastakdnanypoaitlve 

keep in mind that no country in this ain^ at facilitating the above steps. Except step in the matter, that has not been 

subcontinent can really be surpltis in power at the time of the Shimla agreeing which repotted yet For believers in the itep-by- 

in the foreseeable future, exc^ at the cost was signed by Pakistan more or less with step approach, this would be a fit subjM to 

of ite own populatioa Even th^ if the Pak agunheldaiitshead.this has been Pakistan’s tackle immediately. Pakistan in fact is 

government is ready to sell power to India position all through the past SO years. committed to WTO to resolve this matter at 
one may consider it, without worrying about On (he other hand, the Indian government the earliest. 

the nc^ of Pakistanis; but to count mere has always held its door open for ‘bilateral There are other iuues also. For example, 
talk as an achievement makes as imich sense talkswithoutanypreconditions’.Neitherthe thesuspectedringleadenbdiindtheBontoy 

as counting a mushaira of filmi music as an Indian government nor Sengupta haa taken blasts are rqxMledly holed up In Pakistan, 

achievement. Same applies to bis last claim the trouble to explain why Pakistan should The humanist Sengupta will agree that no 

about the agreement in principle to pennit Hnd this offer tempting, if there was any onesuspectedofsuchcrimesagdnttimocent 

the Oman-India gas pipeline through magnanimity in such an offer at any time, citizensdeservessaiictuaiy.Thelike-minded 

Pakistan. Asfarasoneknows,noagreenient, it has evaporated a long time back. If it has in Paldsian will also undoubtedly agree, 

even in principle, has been oTficialty initialled any proposal on the Kashmir iasue that can Could not India exert itself to get them 

between the two countries on this matter, be seriously conshtered by Pakistan in its extradited? The Pakistani government, 

So much for the recent events which present mindset, that has not been made wishing to develop brotherly relations With 

Sengupta would have us believe are public. Does Sengupta suggest that the India, wilt surely reciprocate. Perhapi the 

achievements.Dothereadersgetanycoacrete government of India accept Pakistan's two prime ministeri, at their next m^ng, 

proposals or even ideas about the next steps position? Does he have any scheme by which will find some time to achieve something 

that could be taken by India in respect of Pakistan can be persuaded to relinquish its on this issue. Let us hope. 

Pakistan? In an article which is short on occupationofPOK.whIchisstilltheofricial Meanwhile.theieisbadnewsfbrSengupta. 
concrete ideas, one can only hazard a guess, position of India? Some people have been There may not be any young Pakistani i^ils 
As far at one can make out. Sengupta makes quietly suggesting that the present LOC be singingHindifllmiongsMthenextfiiendship 
two poinu. One, that ItKiia has landed ilsdf accepted by both as the final solution and mushairB he attends. They have all been 
in a frozen position and it is high lime that close the chaptM. Leaving aside the merits banned by thePunjabgovernment in Pakistan 

India de-freezes on tbit issue, namely, of the proposal, how does one penuade from singing Indian Aim songs. So much fw 

Kashmir. He says: 'Vor India, kee|dng the Pakistan arid India to accept this proposal? the cultural opening between the nuuaes of 

Kashmir issue frozen, it will not be possible It is high time that Indian policy-makm and the two countries. One may elate this with 

tobuiidsturdy bridges of co-operation with theiradviserscomeoutwith what they have yet another quotation from Sengupta. "Two 

Pakistan". ThieetKWgh. No problem should in mind when they offer *bitaterai talks of the world’s largest civilisatkms confront 

be kept frozen, no wound should be left without any preconditions'. Actually, a each other”, he saya. The general belief 

festering. But there is not even a hint in convincing case can be made that short of all along has been that India and Pakistan 

Sengupta's article as to what step the Indian starting a war, keeping the Kashmir issue form 'one civilisation separated by two 

government should take next, except perhaps frozrai is the only feasible policy option open states'. But of course, that may only be a 

that the two prime miniaters shwid keep to India in the present dicumstanoes. common man's view, a view of one of the 

meeting even more frequently. Soigupta avers that “the two countriea are “billion who revel in quarrelling and 

As it is, recem statements from Islamabad working together at WTO“. This is in the squabbling", 
of the official spokesman of the Pak 
government have pul paid to all hopes of 
meaningful talks. He has cat^orkally sided 
that until India agrees to the Pakistani 
inteipietation of the conclusions of the first 
round of the recent secrettriai talks, no further 
talks ara possible. How do the two countries 
get out of this impasse? Does Sengupta 
suggest that the Indian government accept 
the Pakistani venion of the talks? Time arid 
again, Pakistan has asserted that no 
worthwhile talks can be bdd with India on 
any other issue unti) there is progress on the 
issue (tf Kashmir, progress measured by the 
Pakistani yardstick. 

Sengupta does not expound on what propo¬ 
sals the Indian prime miniiter can put forward 
regarding Kashmir at these meetings, if and 
when they materialise. Therein lies the 
weakneu of his thesis. For, so far as Pakistan 
is concemed, deqrite several changes in its 
govenunent, ita position on the issue has 
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Privatisation: Evidence and Implications 

As the debate on the future of public enterprises rages in India, it is 
worthwhile to ask what we mi^t leam from the worldwide experience 
with privatisation. Under what conditions does it work and when does 
it fail to deliver the goods? How can the competing interest groups be 
simultaneotisly sMisfied? The evidence from around the globe. 3199 

Religion Armed 

From Marx to Freud and Parsons, industrial society has been assumed 
to be the graveyard of religious faith. The rise of militant religious and 
ethnic movements in the post cold war era is a challenge to these 
secular perspectives. Analysis of four different types of movements 
and strategies — conservative, separatist, reformist and revolutionary — 
and their impact on education and the media. 3213 

Joint Forest Management 

The central idea behind joint fotest management is to transform the age-old 
authoritative and policing role of the state forest department into that of 
a facilitator vis-a-vis the local communities. Yet state governments and 
their forest departments still refrain from conceding legal status to 
forest protection committees, retain their right to dissolve them and 
appropriate a large share of forest produce. A case study of south-west 
Bengal also reveals uneven results in terms of maintaining inter-village 
equity in the apportionment of forest land, meeting the forest needs of 
adjacent non-forest protection committee villagers and exploration of 
the comrocfeial potential of non-limber forest produce. 3225 




Not Enougli 

The recent policy measures announced 
by the Reserve Bank, suggewing a 
reversal of the liberalisation path, are 
a welcome attempt to cuib speculation 
in the domestic foreign exchange 
market. But they fail to address the 
fundamental dist^ona that have been 
created in the financial system. 3174 


Rural Primary Education 

An important feature of the new 
framework being proposed for mral 
primary education is the village-level 
education comm itte e. While such 
measures seeking to involve local 
atructures, organisations and people in 
the education process are welcoiiK. 
there is a need to better undeniand 
the ground realities which profoundly 
hifluetice the viability of 
these initiatives. 3181 


Muslim Women 

Two mftjor decisions of the 
Bangladesh High Court, on the 
maitHenance of drvoiced 
MuilJm women and on the 
valkUty of potygamous 
mairliwft** u>Sur for tbc 
pothkm (tf women in Muslim 
orxintries sod aocktics. 3189 


Question of the State 

The World Bank's World Devdopmctet 
Report I997on TheStateinaChangiiig 
World’ shows little undefstanding 
of real government, historical or 
contemporwy, and beneath the surface 
technicti clarity is a moral vacuum ’ 
inhabited by propositions abo« aodety 
and government whkh no half-scrhnis 
study could tolerate. 3191 


Suppressing Universities 

The draft Karnataka Uiavenities 
Bill 1997 selectively inc o rporates 
the recommendations of the 
Navaneeth Rao committee on hitler 
education to tighten thegovemment’s 
grip on universities. 3185 


Survival Strategy 

With the erosion of traditional 
livelihood and few local options 
available. Sanihals have been forced to 
enter the labour market as migraote. 
Faced with a negative impact on 
ichooling and health care, poor Hving 
and working conditioas and constant 
fear of sexual abuse, the entry tmo the 
labour market of Santhal women in 
particular is nothing more than a 
survival strategy since staying « 
home could mean starvation. 3187 
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Building Bridges 

A GROUP of about 20 social activists, 
wildlife conservationists, researchers, 
lawyers, and mediaperaons met from 
April 10 to 12, at Bhikampura-Kisbori in 
Alwar district, adjacent to the Sariska Tiger 
Reserve in Rajasthan. The meeting, called 
by the Indian Institute of Public Adminis¬ 
tration and Kalpavriksh, and hosted by Tarun 
Bharat Sangh, was an attempt to initiate a 
dialogue bet ween those ad vocati ng the cause 
of wildlife protection and thene struggling 
to uphold the human rights of rural 
communities living in and around wildlife 
habitats. 

Over the last few years, conflicts have 
erupted in many of l^a’s national parks, 
sanctuaries and ocher natural hahitats between 
officials and NGOs involved in wildlife 
conservation on the one hand and local 
communities and sodal activists on the other 
hand. Gashes between the forest department 
and local people are increasingly common. 
A lopHlown, centralised model of cemser- 
vadon, which has ignored the dependence 
of local communities on the resources of 
natural habitats, as also their traditions of 
conservation, is one root of this conflict; 
other factors include the increasing poli¬ 
ticisation and commeictalisatian of rural 
areas, breakdown of traditions, and the 
demands made by growing populations of 
perqrle and livestock, all of which clash with 
conxrvation goals. Simultaneously, wildlife 
and wildlife habitats continue tobe destroyed 
by the dominant industrial-commercial 
economy, and the rampant consumerism of 
the rich minority. The same goveminents 
which dedaiedprotectedaieulnational parks 
and sanctuaries) are today ea|^ to open them 
up for mining, dams, industries, tourism, 
roads, and other so-called development 
projects, to the extent of being willing to 
even denotify Iheitu 

Activisu,conscrvatioaists, and community 
meroben have increasingly felt the need to 
respond to these conflicts, and to explore 
ways of working together to conserve wild¬ 
life, ensure local people's livelihoods, and 
diallenge liesiiuctive industrial-coitmier- 
dal forces. Yet dialogue among us has been 
limited and sporadic. This meeting was an 
effort to initiate a mote systematic process 
of dialogiie and mutual understanding. This 
brief statanentisoneoulcoineof the meering. 
and should be seen in the context of a longer 
report, which elaborates many of the poitus 
made below. 

We have arrived at a conaemis on the 
following principles for further action: 


(I) Wild animal and plant species have a 
fundamoital right to existence. Protected 
area.<s and the Wild Life (Protection) Act are 
cs.scnUal to protect this right, and we acc^ 
that the primacy of conservation values in 
protected areas must be recognised. (2) We 
believe that local communities have a 
fundamental right to resources necessary for 
living and livelihood, along with a res¬ 
ponsibility to conserve these resources in 
protected areas and other natural habitats, 
without interfemice from market forces. 
(3) Conservation attempts must have the 
full and equal participation of local com¬ 
munities, from the stage of conceptuali¬ 
sation to planning and implementation; 
for instance, protected areas should move 
towards joint management. (4) Bflbits at 
conservation, social justice, and sustainable 
development have to go hand in hand, along 
with brakes on the consumerism of the rich. 

(3) Community and national self-reliance is 
fundamental to conservation and develop¬ 
ment efforts, and weoppoKanydependence 
on foreign agencies. (6) Forcible displace¬ 
ment of local communities in the name of 
wildlife conservation is unacceptable, and 
reparations must be made for such dis¬ 
placement thattook place in the past. (7)'rhe 
complete protection of threatened wildlife 
species all over India is essential. (8) The 
complete protection ofsomeareas as inviolate 
(cote zones, sacred groves, etc), with the 
consent and participation of local com¬ 
munities. is essoitial. 

Based on the above principles, we be¬ 
lieve that the following strategies are 
necessary; (t) Social activisu and wildlife 
conservationists should consider each other’s 
otyectives as being mutually supportive, 
and should take up joim programmes for 
ensuring conservation, people’s livelihood 
rights, and community participation. 
(2) Coiuervationists should uphold die rights 
oflocalooromuniliestolivelihood resources, 
while social activists should respect the need 
for protected areas and wihllife legislation 
for achieving conservation. (3) Before 
declaring a protected area or conservation 
ptogmnme, and periodically afterwards, 
there should be public hearings,aiid dialogue 
among government agencies and local 
communities. All cofoervation programma 
must have fidlt ransp aiCTcyfinclnding public 
right to infonnsdan)andpubl»cp«itict]^oi>. 

(4) 'The Wild Life (Prot^on) Act must be 
strengthened againstdestfuedve commercial 
and industrial forces, for which not only the 
forest department but alto all citizens, 
including localoomfflunillet must be aiHably 
empowered. The act should be amended to 


encourage (tall caminunity paitidpadao in 
coiaervaiiooprogranMnei.(5) Social activirts 
and wntervationittf should focus on 
iminraate areas of conflict, and work 
together to resolve the problems wUcb affect 
tiiese areas. (6) While opposing destnictive 
devetopmoit projects in natural habitats, 
social activists and oouervationiitt should 
alto question their own lifestyles and 
conturoeritm, and make efforts to minimise 
their adverse impacts. (7) A detailed study 
should be conducted of people displaced by 
protected areas (including tiger rewrves) to 
far, and retributive justice delivered to them 
in the form of satisfactory rehabiHtstion and 
other measures. In partict^.tbotediqtlaced 
by Project Hger mutt receive justice as a 
flnt step towards repairing the relationship 
between people and protected areas. (8) All 
protected areas and other areas of special 
biodiversity significance, should be declared 
off-limits of destructive devek^mtent and 
comineicial projects. (9) Studiet wi canyihg 
capacity, conaerya&m values, impacts of 
human activities, land use history, Uveli- 
bood possibilities, and other topics should 
be urgently carried out, by exploring the 
complementarities between localAradi- ' 
tional knowledge and formtl/modere 
knowledge. 

To this end, we have deckled to take 
Joint actions including forwarding thii 
statement to the committee which has 
been set up by the minittiy of environment 
and forests to review tbe Wild Life 
(Protection) Act to insist that the dMk act 
be vetted in a consultative manner before it 
is converted to law, to protest the non- 
consultative mode of functioning thus far, 
and to urge it to (a) incotporate the above 
concerns into the revised act and (b) uutiate 
a more transparent, participatory proceu 
of amending the act We n^ve to wort 
together towards ensuring the couervation 
of tpedes and hdiitatt, and the tnditioiul 
rights of acceu to resourcea of local com- 
munitiea,forwUcbourin^rtnigglewill be 
against thedestiuctivelnduatrial-oaamiereial 
econcMuy. 

AsMth Kolhari, Faitiad Vania. S Asad 
Akbtar. Oautatn Bandyopadhyay. 
Krishnendu Boae, Madhurima Bns^ 

PriyaDas, Deyjit, Walter Fentandes. Ajit 

Otewal, RoyinaOnwal, Ktutan Ksmit 
Jashbhai Pilel, Media Paikar, Kishore 
Rithe, Bittu Sahgal, Rgjendn Singh. Rti 
KuroarSinba, Saqjay Upadiyay.Ru*^ 
Vania and Vinial. 
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Health for Some 

I N a decaife when change, social, ecological, economic 
and political, and therefore also in lifesty les is the leitmotif, 
dramatic alterations in the health picture are bound to occur. 
Some parts of this picture are emerging in better light - the 
increases in life etqtectancies, unevenbut still very impressive 
even in regions severely handicapped socially and 
economically. In most countries of the third world, barring 
a few in Africa, people live longer than they did in 1980. 
And while there is much to be achieved in this particular part 
of the health picture, there is movement towards progress. 
And yet other parts of the picture which in the 1980s were 
sharp and clear are today being obscured with the same wash 
of itifectious diseases which had been triumphantly pushed 
out of the canvas. For developing countries on the verge of 
a health transition this presents what the WHO's WoHd 
Heaith Report 1997 calls a “double burden”; the comeback 
of infectious diseases and the new chronic conditions, often 
caused by lifestyle changes and environmental factors, diseases 
afflicting particularly, but not entirely, a population that is 
living longer than it chd 1S years ago. In fact the WoHd Health 
Report 1995 had recorded this, stating that many countries 
were experiencing not epidemiological transition, but 
epidemiological polarisation with increasing disparities in 
hulth between ttm rich and the poor. 

This resurgence of infectious diseases may well present 
a much worse disaster than it did earlier, for a variety of 
reasons. For one, the recurring epidemics and the spread of 
endemic diseases into areas which had historically been free 
of them is engendered by the vety social and economic forces 
which are recognised and fostered as being the signs of 
develt^jmenl. Fch' another, medical science had, or so it 
seemed then, successfully developed tools for coping with 
these diseases, in the form of drugs and vaccines. Some of 
ihe diseases re-emeiging today are caused by pathogens 
resistant to these long-standing curative and preventive 
interventions. Also, in many developing countries which 
ve facing the severest consequences of the resurgence, 
Ihe state is increasingly shelving its welfare responsibilities, 
even while the market in health care has not suffrcieatly 
developed to even attempt to cope with these public health 
problems. 

In the chcutnstaticea. the latest World Health Report's 
emphasis on chronic diseases and the ineviuUe shift in focus 
y*ay from infectious diseases and primary care are somewhat 
imnic. ft argues, first, that sepantiag infectious and noa- 
iafectious diseases creates a ‘false division' because, for 
mstaace, nuny fimns of cancer have today been linked to 
infectious agents. Secondly, it points out that with few 


ECONOMIC 

AND 

POLITICAL 


exceptions, unlike infectious diseases, chronic diseases have 
not “lent themselves so easily to cure” and are less open to 
“direct community action” as for insuuice immunisation 
progr am mes in the past were. The WHO estimates that most 
det^ among the elderly population which will increase by 
more than 80 per cent in tire next 25 years will be due to 
cancers and lung and heart diseases. TTrese diseases can of 
course hardly be tackled at the primary care level-most need 
hospital-bas^ interventions. Moreover, as the report pmnts 
out, they require a change in the perspective on health care 
currently followed in most countries. Disease specific 
programmes, once so strongly advocated by the WHO, which 
have become today the mainstay of national health 
(Hogrammes, arc in consequeiree to be abandoned or wound 
down. In fact the report argues that the disease specific 
approach will be possible and successful only at very high 
c(^ thus making a case for a more cost-effective approach 
- tlut is, tackling chronic diseases which affect older 
populations and improving the surviving population's 
'quality of life’. It isalmost as if the WHO is belong aretreat, 
defeat^, in the face of the onslaught of infectious diseatet. 
In place of vaccine programmes and newer and innovative 
therapeutic regimens it directs attention to such interventions 
as the need to bring about behavioural changes - “a cultural 
change leading to a more sensible, life enhancing reghnen. 
adequate physical activity and a proper diet...” and a health 
promotion policy. If 30 years ago tlK WHO’s ‘soldien of 
medicine' single-mindedly sought pathogens discarding 
entirely such issues as health promotion, environmeatal 
degradation, health attitudes, today it is projecting a diffenot 
genre of ‘soldiers' - psychologists, health promoters and Imo- 
researcheis together with a highly sofdiisticated platoon of 
hi-tech medical entrcprenetirs. 

It is necessary to emphasise at tiiis point that the WHO has 
played a crucid role in the last few d e cades in controlling 
diseases and in promoting health. It has significantly intervened 
in most countries in the evolution of health polictes and with 
Judicious funding has directed effoit at certain diseases. 
While this has at one level often distonedcountry-pcispectivcs 
on health policy, it has admittedly had theeffectof controlling, 
or limiting, the spread of infectious diseaset, ft was (he 
WHO initiatives which led lo the adoption qf im foal of 
‘health for all by 2000’ at Ajma Ata. And moathnpmtantly, 
the WHO haa been instrumental in developing, encouraging 
and establttlung primary healthcare as an effective first-level 
intervention. This positive role of the WHO has to be 
acknowledged noiwiihsianding the fact that the WHO's 
emphatic approach to what it saw as its current goals often 


4 







traded to dtfall aadanal health progntmnm 
and poUdes. 

It is against this background, and in the 
face of the new challenges being posed 
infectioiis diseases,pattkulaily in dweloping 
countries, that the WHO's new vision on 
health priorities is disuiibing. For there is no 
' gauttayingthefactthatiftheemergingthreat 
from infectious diseases is to be stalled it 
requires a multi-pronged approach winch 
includes interventions at various levels 
outside conventional health care. The WHO’s 
about-face on primary level care, inevitable 
in Che face of its etnphasison chronic diseases, 
will furthei'damage primary level care, which 
is already feeling the effects of the stale’s 
disinterest in welfare. 

JEHANABAD 

Demonstrative Violence 

Anjan Ghosh writes: 

IT is like a morality play. Every time there 
is a massacre in Bihv the state administration 
bestirs itself. A central or state minister visits 
the scene of the carnage depeitding on the 
numben killed, promises of succour to tbe 
victims and punishment of the guilty ate 
readily made before the TV cameras and the 
jourrudista. In the state capital administre- 
dvB bosses inveigh tqidnst the paucity of 
infrastructure and resources which sup¬ 
posedly hamstring efforts at improvement, 
the lack of land reforms is beiiKianed by the 
more disccniiDg and then perhaps to top it 
alt an enquiry is ordered before the victims, 
aiKMiymaus numbers, are relegated to the 
riense undergrowth of memory. When another 
incident occurs, earlier names ate dredged 
up to establish crmdnuitJes. And since it Is 
EUhar the con Hi ct is encotled in the vocabulary 
of caste. Meanwhile such vrolent clashes 
proliferate. According to an estimate, till 
October this year there have been 614 violent 
incidents in which 362 perstmt have been 
killed in the state. With every such incident 
the mnnber of casualties keep escalating. In 
Bethani Tola last yev 21 persons had been 
killed by the Rmivir Sena and earlier this year 
10 mote dalits fell victim to the same Sena 
in Haibaspur. 

In the latest incident 63 persons of 
Laxmanpur Bathe village in Jebanabad dist¬ 
rict belonging to tbe rqjwar, chatnar, mahto 
and Mallah castes were ruthlessly gunned 
down in a midnight massacre by a posse of 
the Ranvir Sena, a private army of tbe 
Bhumihan m December 1. They were killed 
ail^pedly for their support to tbe CPI-ML 
(Party Unity) and CPl-ML (Liberation) 
groups who ^ve been figlrthig for the rights 
of the dalits. That among the people killed 
were 27 women, including SO-year old 
Rgfmati Devi, and ITcUldrenaged between 


two and 12 yean, makra one wonder who 
the innocents are. 

On tbe night December I agmtpof250 
heavily armed Ranvir Sena men are said to 
have surrounded the village of Laxmaiqwr 
Bathe around 11 pm. They had crossed over 
from the Bhojpur side across the Sone river. 
Before crossing the rivo' they had beheaded 
three mallahs (boatmen) who were out fishing 
and used thdr boats to get acrou. On the 
other side they had run acrou two other 
mallahs whom also they killed to prevent any 
advance wanting to the villagen. Arriving 
at the village they idendfied 14 houses as 
their target with lo^ help. Then divided into 
small groups they broke into these houses 
and indiscriminately gunned down the people 
inside. Several families were wip^ out 
including that of Sohar Rh)war, a leader of 
the CPt-ML (Patty Unity). Hii seven-year 
old son B imiesh as the sole survivor is struj^- 
ing for his life at Patna Medical (College. The 
depradation of the RanvirSenacondnued for 
two hours at the end of which S9 lay dead. 

The killings derived from a thspite over 
land. Bhumihar landloids of the; area are 
said to have seized 30 acres of land (irom a 
local Ramanandi math earlier declared 
gaitmazarua (common pasture land usually 
vested with the government) by the state and 
were keen to appropriate another ] 0 acres of 
gairmazarua land whose titles (‘pattas’) had 
been distributed among the lower caste 
landless. It is well known in south-central 
Bihar that common lands are usually 
controlled by the landowning elites of the 
village and constitute a requisite marker of 
their exceu power. On the other hand these 
Imds being vested with the government are 
often sought to be redistri buted to the landleu 
as part of its land reforms programmes. 
The result is conflict over possession of 
gairmazafua land between tbe landlords and 
the landleu. 

In the particular case of Laxmanpur Bathe, 
the CPI-ML had given a call for forcible 
harvesting of the crop from the Bhumihar 
appropriated gaitmazarua land. To decide on 
the modalities a ‘jan-adalat* (people's court) 
was to be held on December 2 at Bathe. The 
Ranvir Setu strike was thus a pre-emptive 
move. As a deterrent strike of demonstrative 
violence ft will only fud retrifautaty violence. 
For uhinutely ft is a itiuggle between the 
power o( exceu and that of survival. And 
as long as the hiatus persists violence will 
be the principal ImiguageofcomtmmiGrtkm. 

POLITICS 

Election Manoeuvres 

ALTHOUGH the Uniied Front has come out 
more w leu noicathed from the recent battle 
of nerves in DeM, ft has no reason to feel 
opdmisticiboutftsperfannanoe in the coining 


eleetioa‘The liragik bUM wtrieh jqgidiM 
ft to already oomiiig ^Mrt, wMi Midayani 
Singh Yac^ hto pastyto l u ppo ii 

to the Congreu in the north, and the DMK 
and the TMC - two mi^ partnen of the 
UP in the south - ready to part ways at the 
slightest excuse. The Janata DsJ to in 
shambles, with a section of it in Orissa 
openly advocating support to tbe BJP. The 
breakaway nimp from the Janata Dal in 
Bihar beaded by Laloo Yadav. calling ftieir 
RJD, is surviving in offtoe in that state with 
Congress backing and has already decided 
to ally with the Congeulnthepariiuiientary 
5 )oll. Tni now, the Left parties in the UF 
seem to be the one stable compooenL Bui 
they had not been able to make much 
headway in the Hindi-speaking states in the 
north during the short UF rule at the centre. 
The Left should consider itself hicky if 
item retain the same number of MPi in 
West Bciigal and Kerala this time and bag 
a few more seau elsewhere, so as to be 
able to re-emerge as a decisive block in 
the 12th Lok Sabha also. This leaves the 
regional parties in the UF, like the AGP of 
Asum and the TDP of AncBin Pradesh, 
who are likely to come back with the same 
strength. 

Much depends of coursp on the issues 
which the UF will take up to face the 
electorrte. While both the Congreu and the 
BJP should be equally condenmed for the 
chicanery they display^ during the last few 
weeks, the UF to ap p a re n tly divided on the 
policy of fighting both the Congreu and 
the BJP, as evident from Mulsyam Singh's 
overturn to tbe former. The TMC also it 
not likely to go the whole hog agtontt the 
Congreu, given its proximity to Sonii 
GancBii. The Left, and possibly the regioiul 
parties, are the only constituents of the UF 
prepared to fight the Congreu squarely. 0i 
ecoiXMnic issues, which will also figure it 
the electoral campaign, the UF standi 
divided with the finance mintotor Qridsia 


harem pursuing econo mi c Hberaltoationanf 
(he Ldt fiercely opposing it 

Ihe other issue which will be debated Ir 

the voters is that of the performance of di 
individual minitten. Except tiie prin 
minister, some of whose endetvoun i 
external afTafts (to improve letotions wi 
Pakistan and Bangladeah) have earned Is 
some kudos, none in the outgoing cabin 
seems to have achieved anything woi 
holding up before the voters. The 
ntintoter Indnjft Gupta, who held one of I 

ffliyor portfbliot, had an opportunity 
overhaul the home mintotiy and m 
important changes in its policies i 

ftmctlooing. But Ms street nmnder to 
bureaucrats reduced him to a non-erf 
The other CPI mhitoter Chaiunnan Mi.' 


however tried to some extent to tease 

a few concessions for the agriadture se 


ftso a ndicr ariaaunt finance minisier. It 
it jwt to be nen whettMT the Cn can make 
lUecfthialoiDcreaMiti rates in the nual 
anas. The hike in the talarlet of the central 
government staff and a few other populist 
measures can be used by the UF at other 
ploys to woo the voters. But the general 
IncMustte pe rfo r man ce of the UF government 
can hardly inspire confidence in the 
electonle. It can of course go to the voters 
pleading that it was not given a chance, with 
the Congress always pulling the rug from 
under its feet - which is a valid point But 
then the UF will have to train its guns on 
the Congress in its electora] campaign. Is it 
prepared to do that? 

SMALL SAVINGS 

An Embarrassment? 

WOULD anyone have anticipated 10 years 
back a day when a finance mi niatry rnan^n 
would grieve over a rise in the smali savings 
collections of the government? A leading 
fmancial daily reports “a top finance ministry 
ofTicial” advancing “a sharp rise in small 
savings” as one of the mqor factors why the 
ministry is giving up the fight to keep the 
fiscal deficit at around S per cem of GDP. 

According lofinanceminisuy sources, the 
special drive by the state governments for 
enhsiioed saving collection as part of the 
'Golden Jubilee' celebrations is already 
''showing alarming signs of success” and the 
additional collections may well exceed 
Rs 2,000 crore over and above the budget 
figure of Rs 30,750 crore for 1997-98. 

Why is the increased collection of small 
savings considered as alarming? There was 
a time in the not too distant past when 
incentives after incentives were offered for 
people to contribute to small savings with 
an exhortation on thm subject in practically 
every cemnl budget. What has changed in 
recent yean? Is it the realisation on the part 
of the central government thu this effort to 
mofailiie small savings is not worth its while 
since three-rpiBiten of the net collectiotu are 
passed on to the states? To the extent this 
is true, the central government is being 
extremely short-iighterL Apart from the fact 
that the terms on which the states are being 
given a share of small savings are extremely 
stringent, it Is not suffidemly realised that 
even though the states get their share 
ealculated only after repayment has been 
met, stm the stales are obliged to repay the 
<^entre the amounts thru transferred and that 
luo within five years. The consequence 
liserefioie is that in the process the states arc 
made to cover the centre for its part of the 
'^payment obligationa. 

But then b potaibly alarger issue involved 
in the centra's growitg ditinlefesi In small 
savings and that arlaaa because, passing as 


these coDecdons do dmugh the centre’s 
budget, they add to its fidcal deficit which 
the centre to undertaken to keep within a 
certain limit. To the extent this it so, why 
not consider taking small tavliigs operations 
totally out of the budget? Let there be a 
separate financial initilution apedahsing in 
small savings. A proposal to this effect wu 
mooted once in a central budget 

MANIPUR 

Coming Apart 

Notwithstanding the fact that the Congress 
to been in power in most of the states of 
nonh-esst India after independence, recent 
events in Arunachal Ptadeth and Manipur 
indicate that the state units of the party 
remained only loosely attached to the parent 
body. Last year the entire party unit in 
Arunachal Pradesh walked out of the 
Congress to form a legioiial pmty, Arunachal 
Congress. The present turmoil in the 
Congress Party in Manipur, which even¬ 
tually led to its split, too attests the central 
leadership's inefficacy in nuuntaining the 
party's cohesiveness. 

Thecrisis in the CongressPany in Manipur 
deepened at the same time that political 
uncertainty rocked the centre with the 
withdrawal of Congress support to the 
United Front govenunent. But relations 
between the two warring factions of the 
Congress Legislature Party (CLP) in 
Manipur have been worsening for the past 
one month; and yet not even once did Oscar 
Fernandes, the in-charge of the patty affain 
in the north-east, visit Manipur. Instead, an 
attempt to broker peace was made through 
two AICC observers Vyalar Ravi and Patum 
Singh Ghatowar. whose authority and 


i mpartialJty WH questioned by the state chief 
minister Riihang Keiihing. Even while 
aeknowledging that the ini^ty of the CLP 
has shifted its allegianoe to W Nipamacha 
Singh, (he leader of the disaidem faction, the 
Congress hi|dt command failed to diilor^ 
Keishing who kept inventing mechanisms 
for remaining in power. Paced with 
disqualification for (Hsregatdiiig the wMp to 
be issued by Keishing on the day of the trust 
motion, the dissidents had no option but to 
form another party. 

The law and order situation in the state 
continued to deteriorate under Keishing, the 
latest instance being assaasintiico of K Binoy 
Singh, a Manipur People'i Party MLA, on 
the outskirts of Imphal. Keishing was even 
accused of withholding from the unkm home 
minisuy the official report on the flare up of 
ethnic clashes between Kulds and Mies in 
Churachandpur district Moreover, being a 
Thangakhul Naga,Keishingtoalws(ysbeen 
thought to have a soft comer for the demand 
of Greater N agaland. The alienation geoenled 
by Keishing's governance, in addition to the 
i nept hand! i ng of the si tuation 1^ the Congress 
cei^ leadership, to prompted thedisiklent 
faction, now Manipur StmeCongress, to fotfe 
an alliance with the non-Coogtess parties in 
the stab, under the banner of United Front 
Manipur. 'The Congress, on the other band, 
is he^ng towards further ftagmentation in 
(he state with district and block pretidents 
and party workers seeking Keishing’s 
suspension and the removal of the picsklem 
of the state party unit, a Keisbing loyiliat. 
Phungzathong Tonsing. At a time when each 
and every seat will be valuable for the petty 
in the fonhcomiiig mid-tenn polls, the cntial 
leadership’s disposition to allow the party to 
wither away in Manipur only speaks of the 
dispiritedness that tooverwlielmedibeparty. 





CURRENT STATISTICS 
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Wid> the decSw in the me of lacnne la ibc wtwilwiki prioe tada, tlic coot of thrlit In J kga how dn i 
(far tadMUid wnten fcM rin by 4 pa coat doriat ApiU-Ociata' 1997 m ogdit 8J pa ooM IM yor i 
pa oca tau yea. Deettac In die toe of lecnae is ibe food corapooeu of CTl mac to bem ne^ a 
da peacral iadu, oaUke la die hat few yon. Date aho nual cigniflGaa lamtaai and lBM^«aaac ai 

Macroeconomic Indicators 


iMicd Niodban of Whalcialc 
Priea (1981-82 > 100) 


AU Commoditiea 
PHnay Afticle* 

Pbod Aniclet 
Non-Ftiod Articles 
FMI, Power, Light and LubrlcBiits 
bdanufactuied Products 
Pood Products 
Food Index (cotoputed) 

AH Commodities (Avenge Basis) 
(April S-November 22, 1997) 


Cart of Uviag Indicts 


Weights Nov 22, 
1997 


daeafetalioaiaMcisMaefiaensss.cn 
teal febonan by 0 l 4 pa eaai ^daa 9.7 
Mdos to the taodtaafen la M bKnoM is 
cmas Is coaneoa pdet iadfess. 


1996-97 1995-961994-951993-94 


Latest Pleviout 1997-98 1996-97 


100.00 

329.9 

0.1 

3.4 

6.8 

3.1 

6.6 

6.9 

5.0 

■mi 

mi 

32.30 

340.1 

03 

1.7 

8J 

3.2 

8.6 

7.0 

5.4 

12.7 

U.S 

17.39 

384.8 

-0.2 

-0.6 

13.5 

1.8 

12.3 

9.6 

9.8 

11.9 

4.4 

10.08 

345.8 

0,3 

5.3 

0.4 

5.3 

3.4 

3J 

-1.9 

15.5 

24.9 

10.66 

369.6 

-0.3 

10.6 

17.5 

7.2 

13.2 

16.9 

3.7 

2.4 

13.1 

57.04 

316.7 

-TS 

2.9 

4.0 

2.2 

4.2 

4.9 

5.0 

10.7 

9.9 

10.14 

321,7 

5.4 

8.3 

4.1 

12.8 

14.1 

-0.7 

8.1 

12.3 

27.53 

361.6 

-0.5 

1.3 

11.8 

2.6 

12.4 

IM 

6.3 

10.6 

7.0 

100.00 

325.8 

- 

5.5 

5.5 

4.6 

5.7 

6.4 

7.8 

10.9 

8.3 


Varisfioa (Per Oeat): Pbtiit'40-Paiiit 
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Industrial Workers (1982=100) 

365.0'® I.I 

5.5 

8.5 

4.0 

UifaMi Non-Msa Emp (1984-85=100) 

293.(P » 

8.1 

8.8 

0.7 

Agii Lab (1986-87=100) (Unk bclor 5.89) 

263.0'® • 

1.2 

8.3 

0.4 



Money and BanUng (Rs croce) 


Money Supply (Mj) 

Cuaeocy with Public 
Depotils with Baidcs 
Net Baok Ovdit to Covt 
Bank Ciedil to Conunl Sector 
Net Pweign E x ch a n ge Assets 
Keserve Money (Nov 21) 

Net RBI Credit to Centie (Nov 21) 

RBI Credit to Bks/Comn Sect (Nov 21) 
Scheduled Co m mercial Brnks (Nov 21) 
Depodls 
Advances 

Non-R>od Advances 


Varistioii 

rSoPar 


Over Month Over Yesr 


170^2.3) 115592(17.7) 
7181(5.1) 18177(14.0) 


1996-97 


1995-96 1994-95 


8758(1.4) 

9742(3.1) 

4728(1,2) 

1446(1.2) 

-l054(-0.5) 


97867(18.9) 

39809(14,2) 

37991(10.9) 

24815(26.7) 

15263(8.0) 


69076(9.9) 

15259(11,5) 

52149(921) 

31545(10.9) 

12429(3.3) 

14735(143) 

6092(3.0) 


Index Nwnbers of Indatrial Sept 

ProdiKtlea (1980-8I»100) Weights 1997 


118282 

3644(31) 

-7956(-6J) 

-2420(-2.0) 

13.547 

14(01) 

733(5.7) 

295ai) 

553452 

6013(1.1) 

88003(18.9) 

47853(9.5) 

286033 

1611(0.6) 

29150(111) 

7632(2.7) 

274464 

255(0.1) 

26755(10.8) 

3660(1.4) 

222314 

-14(iieg) 

41689(13.1} 

33801(16.7) 

Sept 

Fiscal Year So Par 



49659(83) 96176(153) 
11258(9.5) 14175(12.0) 
36389(7.5) 82107(17.0) 
22774(8.8) 31038(12.0) 
5145(1.5) 30706(8.9) 
10693(13.0) 20773(25.3) 
-3584(-1.8) 5387(39) 

7470(6.3) 1934(1.6) 

■15995(-533)-l33S7(-54.0) 


72381(13.7) 

17577(I7J) 

55042(12.9) 

35360(15.9) 

31925(17.7) 

3109(3.9) 

25176(14.9) 

19835(20.1) 

8747(43.6) 


97019(223) 

18380(223) 

77781(223) 

18501(9.1) 

54949(23.1) 

24420(44.7) 

30610(22.1) 

2130(23) 

8067(673) 


31630(73) 71780(163) 46960(12.1) 71726(223) 
2868(1.1) 24387(9.6) 42455(20.1) 47144(28.7) 
3485(1.4) 26580(10.9) 44938(223) 43776(29.8) 
15843(9.6) 25731(136) 15529(10.4) 16731(12.6) 


1997-98 1996-97 


Fiscal Year A 


1996-97 1995-96 1994-95 


General Index 100.00 

Mining and (Juatiying 11.46 

ManuActariag 77.11 

Electiicity 11.43 


Capital Market 


BSE Seashive Index (1978-79 b|00) 
BSE-100 (1983-84=100) 

BSB-200 ([989-90=100) 

NSE-50 (Nov 3. 1995=1000) 

SkiMlia ODR bidbi (te 2, 1995=1000) 


100.00 311.5 307.3(4.7) 293.6(10.7) 303.2(7.6)283.6(11.8) 233.7(9.4) 232.0(6.0) 218.9(23) 213.9(0.6) 

11.46 252.0 259.9(6.0) 2453(1.0) 269.7(0.9) 267.3(7.4) 248.8(7.5) 231.5(3.5) 223.7(0.6) 222.5(0.6) 

77.11 311.7 305.6(4.1)293.5(13.6} 303.4(9.3)277.6(13.1) 243.4(9.8) 223.3(6.1) 2l0.7(2.2)2063(-4)i8) 

11.43 369.7 367.6(7.2) 343.0(2.8) 332.9(3.8) 340.1(8.1) 314.6(8.5) 290.0(7.4) 269.9(3.0) 257.0(8.5) 


Yea 1997-98 ^ Ite _ 

Ago Trough Trough 


3469(23.4) 3778 2812(-6.5) 3427 4548 
1504(20.8) 1634 1245(~i0.0) 1489 1980 
338(21.1) 368 279(-8.2) 333 440 

1006(25.4) 1085 802 970 1293 

862(221) 1008 706(-16t6) 850 1320 


2745 
1217 1843 
273 413 

788 1196 
673 1165 


1995-96 


3361(-0.2) 33670J) 326I(-I3.7) 

1464(-5J) 1549(-3J) 1606(-12.2) 
328(-5.0) 343 (-6.3) 368(-l8.2) 
968 na na 

930(-4.4) 9fX-M) 979 


1994-93 


1992-93 


NOV28, Nov39, Mar3l, 
rartign exchange 1997 1996 1997 

B sis r vii (exdadiat gold} 


Ago Ago 1997-98 


kECT.*: 


inoMh to wMdi figure ictsiea, eg, fdpencrlpt 2 stands tePsfaitMiy. (ii) Hgans in hnckaia Me pMoeaiar 
-‘-tofriwnmviouydM.sa: a«a«attaMe oeg nagUgible. * nachanged 






















































CcHisuiiier price Index for Industrial Wcnkers - Groupwise and Centiewise 

(IMK IfIMMMMnI Afcnr 


QraupwiK (WeigNi) 1996-97 1995-96 1994-95 1993-94 1992-93 1991-92 199(V91 1989-90 



OgoMwiie 


1 





JndK 

lUfUbrici 


Madlra 

Podcih 


Punjab 

RjyaMban 


Hydendmd 

VuuUiapat 


Wananml 

Doom-Doonn-Tiui 

OuwahMi 

Libnc-Silchar 

Mariani-Joitiat 

Raa|M>>u>*Teapiir 

Jannedpur 

Jharia 

Kodanna 

Mongfayr-Jamalpiir 

Nownundi 

KancU-Haldia 

Ahmedidiad 

Bhavnagar 

RiUkoi 

Surat 

Vadodra 

Ruidabad 

Yamunaiiagar 


Srinagar 

BanpoR 


Hufli-OKwar 

Mertan 

Alwave 

Mundakayam 

Quiloa 

niiivananthaiwifain 

Baiwhat 

Bhiln 

Bhopal 

Indore 

Jabalnir 

Mumbai 

NKDur 

Nauk 

Pune 

Solaour 

Baibil 

Rouikala 

Anaitiar 


Apner 

Jdpur 

CMiribaioie 

Coonoor 


Madurai 

Salem 

nncMmpally 

Agra 

Cbolabad 

Kanpur 

Sabaraapur 


Oalcaua 

Da^eeUof 

sssr 


Chaadlgaih 

faadidiewy 


Jnipaignri 

RmrisaiO 


351(11.9) 
340 (8.9) 
315 (8.7) 
n 327 (8.4) 

330 (7.8) 
Tinankta 315 (9.5) 

347 (8.3) 
303(9.3) 
t 329 (7.9) 

tpur 330 (9.9) 

328(13.3) 
292 (8.8) 
300(11.8) 
alpnr 326(11.3) 
321(12.2) 
I 328 (9.8) 

343(11.0) 
359(10.5) 
341(12.5) 
363(10.3) 
340 (9.6) 
337(11.7) 

325 (9.9) 

329 (72) 
340(9.8) 

360 (72) 
344 a2) 
351(12.7) 
355(10.9) 
362(11.8) 
373(11.4) 

iiram 376 (8.9) 

331 (8.2) 
309(102) 
360(12.1) 
349 (8.7) 
349(92) 
372 (7.5) 
354(10.4) 

361 (9.7) 

366 (7.8) 
365 (8.0) 

326 (7.9) 
311 (9.7) 
307 (9.6) 
309 (7.1) 
342(10.2) 
331(11.4) 
3.39(10.0) 
361(102) 

367 (9.2) 
356 (9.5) 
360(10.8) 
383(14.2) 
322(10.1) 

330 (9.4) 
337 (7.8) 
312(6.6) 
357(12.0) 
312(7.6) 
347 (8.7) 
296(72) 

352 (9.9) 
367 (8.9) 

353 (72) 
304 (6.6) 
304 (8.7) 
322 a 7) 

356(7.4) 

401(13.6) 


313(13.2) 
312 (9.0) 
290 (9.7) 
301(12.2) 
306(92) 
288(11.1) 
320(11.5) 
276 (7.9) 
304(12.8) 
300(10.1) 
290 (9.8) 
268(8.1) 
268 (6.6) 
293 (8.2) 
286 (9.7) 
298(8 9) 
309 (8.4) 
325 (8.5) 
.303 (7.8) 
329(10.4} 
310(9.6) 
302(10.0) 
296(10.0) 
307 (9.4) 
310(10.7) 
336(14.3) 
321(11.5) 
312(11.9) 
.320(13.2) 
324(12.7) 
335(11.9) 
345(11.6) 
306 (9.6) 
280 (9.5) 
.321 (8.3) 
321 (7.9) 

319 (.5.2) 
.346 (9.9) 

320 (8.0) 
.329 (9.1) 
339(11.6) 
.338(13.9) 
302 (9.8) 
284(10.1) 
280 (5.6) 
288(7.9) 
310(8.5) 
297 (8.2) 
308(102) 

328 (9.5) 
3.36(13.0) 
325(12.7) 
.325(10.6) 
336(10.1) 
293 (8.8) 
302(10.7) 
313(10.4) 
293 (6J) 
319 (8.6) 
290(9.4) 
319(11.5) 
276 (6.8) 
320(9.9) 
337(14.0) 

329 (9.9) 
286(10.9) 
280(iai) 
299 (8.1) 
331 (8.1) 
353(I0J) 


277(10.4) 

286(9.2) 

264(96) 

269 (6.7) 
280(13.0) 
259 (7.8) 
287(1)2) 
256(7.2) 

270 (8.0) 

273 (8.6) 

264 (82) 
248 (8.3) 
252 (7.7) 

271 (8.7) 
261 (6.4) 

274 (8.7) 
285(10.8) 
300(11.8) 
281(11.2) 
298(11.5) 
283 (9.3) 

275 (9.8) 
269(12.4) 
281(10.5) 
280(10.7) 
294(12.2) 
287 (9.7) 
278(12.7) 
283(13.6) 
287(13.6) 
299(17.2) 
309(12.1) 
279 (9.0) 
255 (9.0) 
2% (8.5) 

298 (9.4) 
304 (8.4) 
314(12.7) 
296 (8.6) 
302(9.0) 
304(11.4) 
296(10.2) 

275 (8.2) 
258(93) 

265 (8.7) 
267 (9.4) 
286(10.4) 
274 (9.2) 
280(11.5) 
300(1 IB) 
297(12.5) 
288(10.0) 
294(167) 
.305(14.2) 
269 (9.3) 

272 (8.0) 
283 (8.1) 

276 (9.9) 
294 (8.0) 

266 (9.4) 
286 (S.8) 
259 (8.6) 
292(8.8) 
296(8J) 

299 (8.5) 
257 (8.6) 
254(8.0) 
277(86) 
306(10.2) 
320(11.6) 


401(13.6) 353(106) 320(1 


variabew over me pKvioaa year. 


251 (4.6) 
262(76) 
241 (5.2) 

252 (3.7) 
248 (3.8) 
240(10.1) 
258(76) 
239(9.1) 
250(7.8) 

251 (86) 
244(66) 
229(4.1) 
234 (8.3) 
249(6.4) 

245 (5.2) 

252 (6.3) 
257 (6.6) 

268 (9.8) 

253 (66) 
267 (6.0) 
259(7.0) 

250 (8.7) 
239 a.l) 

254 (6.7) 
253 (7.7) 
262(6.1) 
262 (4.8) 
247 (6.0) 
249(10.2) 
253 (7.7) 
255(8.1) 
276(12.2) 
2.56 (6.7) 

234 (7.8) 
273 (7,9) 

272 (7.5) 
280 (86) 
279(76) 

273 (66) 
277(7 8) 
273 (62) 

269 (2.3) 
253 01) 
236(76) 
244 (9.4) 
244 (9.9) 
259 (5.7) 

251 (82) 

251 (82) 
268(7.6) 
264 (8.6) 
262 (6.9) 
2.52(11.0) 

267 (9.9) 

246 (7.4) 

252 (5,9) 
262 (6.9) 
251 (76) 

272 (5.4) 
243 (SB) 
263(9.1) 
238 (8.2) 

268 (8.9) 

273 (8.8) 
276 (8.2) 
237 (6.8) 

235 (6.8) 

255 (6.7) 
278 (9.9) 
287(10.0) 


240(16.5) 
243(12.5) 
229 (9.0) 
243(12.5) 
239(12.2) 
219 a 9) 
240(12.1) 
219 (9.0) 
232 (9,4) 

232 (6.9) 
229 (9.0) 
220(7.8) 
216 (8.0) 
234 (6.8) 

233 (9.4) 
237(8 7) 

241 a.l) 
244(76) 
238 (7.7) 
252(76) 

242 (7.6) 
230(12.2) 
222 ( 8 . 8 ) 
238(13.3) 
235(126) 
247 (96) 
250(12.1) 
2330 3.1) 

22601.3) 

23501.4) 
236(119) 

24600.8) 
240(10.1) 
217 (8.5) 
253(12.4) 
253(10.5) 
258 (8.9) 
26001.1) 
25701.7) 

257 (8,9) 
257(13.7) 

26302.9) 
236 (9.8) 
220(11.1) 
223 (7.2) 
222(56) 
245 (9.4) 
232 0.9) 
23202.6) 
249(10.7) 
2430 2.5) 
245(13.4) 
22701.3) 

243 (96) 
229(66) 
2.38 0.2) 
245 0-5) 

234 (8.3) 

258 (6.6) 
225(6.1) 
241 (8.1) 
22004) 
246(8.4) 
251 0.7) 
255 06) 
222 ( 86 ) 
220(6.3) 
239(7 7) 
25.3(12.4) 
261(10.6) 


36901.2) 
386(104) 
358 (8 6) 
361 (7.7) 
360 (8.7) 
344(10.2) 
370 (8 9) 
331(104) 
349 (8.4) 
339 (9.0) 
323(10.5) 
294 (9.5) 
312(14,3) 

32901.4) 
320(10.3) 
327(10.4) 
367(9.1) 
390(12.0) 

39306.6) 
387 (9.0) 
394(10.1) 

35102.7) 

34701.2) 
366 (6.S) 

39002.3) 

400 0-6) 
376 (8.0) 

39803.7) 
402(9.4) 
391(10.5) 
420(11-8) 
439(9.1) 
356(8.7) 
333 (8.8) 

38000.5) 
383(7.9) 
359(11.1) 

401 (6.2) 
364 (9.9) 

37900.6) 
406 (5.8) 
385 (6.6) 
348 (5.6) 
326 0.1) 

34603.3) 
354 (8.6) 
354 (96) 
36802.0) 
391(11.1) 
413 (9.2) 
394 (8.6) 
389(8 3) 

38702.4) 
4.3704.8) 
357(13.0) 
361(11 .3) 
369(86) 
341 (9.0) 
374(14.1) 
321 (61) 
364 0.9) 
320 (86) 
357 (8.8) 
335 (86) 
368 0.1) 
324 (6.9) 
317 (9.9) 
346 (7.7) 
402(6.0) 
467063) 


.332(13.6) 
350(9.8) 
3.30(11 6) 
335(14.2) 
331(11..3) 
312(11 7) 
340(12 0) 
300(9 1) 
.322(13.2) 
31102.7) 
292(9 0) 
269 (9 4) 
273 (6 7) 
295(9 4) 
290(11.4) 
296 (9.7) 

336 (9.6) 
348 (9.8) 

337 (8.4) 
355016) 
358(11.9) 
311(10.6) 

312 0.4) 
34401 3) 

34703.6) 
375(160) 
349(13.8) 

35002.6) 
367(14.1) 

35401.1) 
375(14.2) 

39304.2) 

32700.7) 
306 (9.8) 
344(8.1) 
355 (8.7) 
321 (7.6) 

37800.3) 
331006) 
343 (8.8) 
383(14.5) 

36107.1) 

33001.8) 

30501.2) 
305(3 5) 
326(9 0) 
32400 1) 
329 (8.7) 

35201.7) 
378 (9.7) 

36303.2) 
360(12.9) 

34402.2) 
381(11.5) 
316 (8.8) 

32402.7) 

33902.8) 

313 (7.4) 
327 (9.5) 
303 (9J) 
33702.7) 
296 0-4) 
32802.1) 
309 (9.6) 
344064) 
3030Z7) 
288(12.4) 
322063) 
380(9.2) 
401061) 


292(10.2) 

3(9(11.8) 

29601.5) 
294 (8.3) 
2970^2) 
279(7.4) 
303 (9.9) 

275 a .4) 
284 (8.9) 

276 (8.7) 
268 (8.6) 
246 (8.8) 
256 (8.0) 
270 (8.8) 
261 (8.1) 
270 (9.2) 
30703 2) 
317(12.4) 

31103.9) 

32004.5) 
320(12.6) 
282(9.1) 
290(15.7) 
30902.2) 

30601.1) 
3230 3.7) 

30602.2) 

31105.1) 

32204.9) 

31906.8) 
329(20.4) 

34405.8) 

29602.4) 

27800.9) 
318 (9 6) 
326(11.8) 

29901.4) 

34203.3) 

29900.9) 
31.5(11.0) 
315(12,0) 

30803.7) 

29501.7) 

27401.4) 
289 (9.6) 
299(9.2) 
294(1AO) 
30200.3) 

31502.2) 
34303.0) 
32004.0) 

31902.1) 

30705.2) 
342076) 

29001.2) 
287(9,7) 
30000.0) 
291(116) 
299064) 
276006) 
299(96) 
275(8.8) 

29300.5) 
282(8.1) 
311 (8.1) 
269(96) 
256(8.7) 

29202.6) 
348015) 
362019) 


265(36) 
285(8.8) 
265(46) 
270(2.7) 
265(26) 
260(11.1) 
276 (7.4) 
256 (8.9) 
261 ("2) 
2S400.4) 

247 (6.5) 
226(36) 
237 (6.8) 

248 0-8) 
241 (56) 
247 (6.9) 
271 (6.7) 
282006) 
273 (6.6) 
279 (4.9) 
284(76) 
258006) 
251 0-7) 
275 (6.6) 
275 (6.6) 
284 (4.8) 
273 (4.2) 
270 (4.7) 
280(10.7) 
273 (8.3) 
273(76) 

29708.3) 
263(6.9) 
251 (7.7) 
290(74) 
292 04) 
268 (6.3) 
3(Q (6.0) 

270 (5.1) 
284 (6.8) 
299(46) 
271(1.1) 
264 (6.9) 
246(5.1) 

26401.4) 
274(13.2) 
258(66) 
274(96) 
279 (9X)) 
305(8.9) 
281(I0.» 
284(6.(9 
266 ( 96 ) 
29100.2) 
261 0.0) 
262 0.8) 
273(9.6) 
261 0.9) 

271 (5.9) 
250(9.6) 
274(96) 
253(9.1) 
26500.0) 
261 (8.3) 

236 0.3) 
299 06) 
309(11.6) 
318016) 


256(206) 
26205.« 
25400.0) 
263(15.9) 
25^14.1) 
234 (9.3) 
257(136) 

23500.3) 
239(96) 
23006) 

232 09) 
219 (58) 
222(8.3) 
230(50) 
229(6.0) 
231 0.4) 
254 06) 
256(66) 
256(80) 
266(96) 

265 06) 
234(ia4) 

233 0.9) 
258(14.7) 

25802.7) 
27102.0) 
26203.9) 
258(14.7) 
253(l4.m 
252(116) 
254(13.m 
251016) 
246026) 
233(8.9) 
270(14.4) 
27201.0) 
252 0-7) 
28501 ' 
25702 

266 0. 
287(143) 
27^112) 
247(106) 
234(9.9) 
237(68) 
242(43) 
243(86) 
261(106) 
256023) 
28002.(9 

25503.3) 
268(146) 
24302.0) 
26400.0) 
244(4.7) 
243(4.3) 
249(56) 
242(80) 
256(46) 
228(46) 
251 0.7) 
232(5.9) 
24! (5.7) 
24101) 
262 08) 
231 0.9) 
220(5.1) 
241 (9.0) 

27700.8) 
286(13) 
































COMPANIES 


snriUMUch FoMdatlon 


ATUL 

Margins under Pressure 

ATUL, the Oujarat-based dyestuff mqior, 
wems to have notched up an encouraging 
performance in 1996-97. While the 
company's net sales and value of production 
improved by 17.3 percent and 10.7percent, 
respectively, its operating profit surged by 
37 per cent over the prevkuu year. The 
sha^ rise in operating profit, however, was 
Mmewhat anested by the steep increaro in 
interest charges which rose by 61.4 per cent 
during the same period. After depreciation 
charges (up 3.6 per cent) and atax provision 
of Rs 2.02 croie (1995-96: nil), the com¬ 
pany’s net profit increased by 13.1 percent. 

>^ile eaniings per share rose from Rs 3.6 
to Rs 3.8, this Lalbhai group company's 
book value improved from Rs 66.8 per 
share to Rs 68.3 per share. Despite the 
increase in its boitomlinc, the company has 
cut the dividend rale from 30 per cent last 
ytm to 20 per cent. 

The sharp increase in opoating profit, 
however, was mainly due to the restnicturing 
of selling arrangements in international 
markets for some of the company' s products. 
It entered into an agreement with BASF 
Aktiengessellschaft of Germany (the 
world’s largest producer of dyes) for the 
distribution of certain vat dyes In some 
export markets for a period of five years. 
Under this agreemem these dyes will be 
exclusively distributed by the German 
company in the whole world except India 
and the US. In return. BASF has paid the 
company a lump sum premium of six million 
pounds sterling. The company also received 
two million pounds sterling during the 
year under review from BASF towards 
satisBulory performance. 

But for this additional income, the 
company’s margins were under severe 
pressure during the year due to higher input 
costs, and inabitity to pass on cost increases 
to customen owing to market conditions 
- particularly competition from cheap 
imports. StagnaiU sales in certain product 
groups outweighed the growth in operating 
profits from the aromatics division and the 
improved profitabiUty in some dyestuffs. 

'The steep increase in interest oosu was 
mainly due to the loans taken for the 
aojuisition of erstwhile Atic Industries 
during the last quarter of 1996-97. Atic 
Industries. Vat Investments and Reactive 
Investments were amalgamated with Atul 
with effect from 1995. 

Sales of the company’s agnxhemicab 
and pharmaceuticals division were stagnant 
at Rs 33 croie. Though the agro-cheoticals 
busineu managed a voIuiiK growth of nsore 
than 15 per cent over the previous year, 


pharmaceuticals recorded an equivalent 
decline. The aromatics division grew 1^ 
more than 60 per cent with exports of 
aromatics touching Ra 16.6 crott mainly 
due to the performance of para anisalddiyde 
which found a very wide accepbuce in 
international markets, particularly in 
Germany and the US. The company’s bulk 
chemicals and intermediates division saw 
Its growth rate decline from around 14 per 
cent last year to around 5 per cent due to 
sluggish conditions in both the dcmteslic 
and export markets. Higher input costs due 
to the sharp increase of 28 per cent in the 
price of electricity supplied by the Gujarat 
Electricity Board from Noverdrer 1996 led 
to pressure on margins of the cousticAihlorifie 
product group. The excess capacity obtain¬ 
ing in the industry and the resulting 
depressed selling prices of these producu 
only added to the company’s woes. Fbilow- 
ing the amalgamation of Atic Industries 
with the company, the dyestuffs division 
saw growth in sales to Rs 226 crore. 

Meanwhile, the company has commenced 
further expansion of the herbicides 
nnanufacturing capacity from 1.200 tonnes 
per annum (tpa) to 2,400 tpa. Ute new plant 
for manufacture of 3,000 tpa of para cresed 
is expected to be commissioned during 
1997-98. The company has also revamped 
its caustic/chlorine plant during 1996-97 to 
achieve significant reduction in the power 
consumption per tonne of finished product. 

The company’s share ciunently quotes 
at Rs 19 on the bourses, discounting its 
1996-97 earnings per share by 5.1 times. 

KOPRAN 

Entry into Formulations 

Kopran, a leading pharmaceutical com¬ 
pany, proposes to compete with the large 
multinational companies of the world by 
emering into framulatlons in a veiy big 
way. The company plans to market 
formulations worth Rs 250crore by the turn 
of the century, of which around SO per cent 
will be exported. For this purpose it plans 
to raise million by way of external 
commerciairbonDwii^. li has already tied 
up with foreign banks and disburienieiii of 
tte some is expected shortly. 

The company perfonned w^ in 1996-97 
when its net salra and value of ptoduction 
improved by 21.3per cent and 22.7 percent, 
respectively. However, while operating 
profit increased by 24.7 per cent over the 
previous year, the company's net profit was 
higher by only 6.1 per cent - roaialy due 
to the ste^ increases in interest charges (up 
52 percent) and depneiatiafl provl^ (up 
44 per cent). Tax provision loo doubled 
from Rs X5 crore iMt year to Rs 5 crore. 


Though eandagsperihate rose marffaiBlly 
fiom Rs 25.3 to Rs 26.8, the company raised 
the dividend nue finom 45 per cent last year 
to 65 per cent in 1996-97. Book value, 
meanwhile, moved up from Ra 133.6 per 
share to Rs 154 per share. 

The company has tied up with DDSA of 
UK for marketing its products in Europe. 
This will help it tdee advantage of the 
certification it received for iu two new 
plants (set up during the previous year) 
from the UK Medical Control Agency. 
During the year under revie w, the company 
launched various new products like AZ-1 
Caps, KkrdipTabs, Moclox Kid Tabs, Amyn 
Kid Tibs, Tini-NF, Amyn Caps, and Amyn 
Dry Syrup. 

Kopran has already made its initial foray 
into the over-the-counter (OTY3) health care 
market and shortly plans to launch its range 
ofherbal oral care piquets branded ‘ Smy le’. 

The slow-down in the demand for semi¬ 
synthetic penicillin (SSP) drugs such as 
amfricillin and amoxycillin and the pressuie 
on margins due to fierce competition has 
forced the company to venture Into the 
sterilecephalotparin s^roent.Thecompany 
has in vested more than Rs SO crore at Mahad 
in the Raigad district of Maharashtra for 
its bulk manufacturing facilities of nun- 
penicillin based drugs which include oral 
and sterile cephalosporins, mactolide 
derivatives and cardiac products. TMs faci¬ 
lity became fiilly operational in 1996-97 
and all the iroducts have reached capacity 
production. Following this development, 
the company now boasts of manufacturing 
and mating the largest rangeof antibiotics 
in the industry. 

The semi-synthetic penicillin plant which 
has been expanded to a capacity of 1,200 
tonnes per arumm is now being upgraded 
to incorporate new production technologies 
in Older to facilitate high quality produciioe 
at lower costs and Improve recoveries of 
solvents, catalysu and intermediates. 

The company also plans to set up a stefik 
cephalosporin injet^bles manufacturing 
unit at KhopoU at a total outlay of Rs li 
crore. The fadlity will be constructed to 
conform with the standards of the US Fooii 
and Drug Atbidnistntion (FDA). 

The company’s share quotes at arDun 
Rs 120 on the bourses, discounting it 
1996-97 evnings per share by 4.5 times 

GUJARAT HEAVY CHEMICALS 

Lower Prodactiem 

A Saqlay Lalbhai group company, Gujar 
Heavy Chemicals uw a ladtlustre p< 
fonnance in 1996-97 when its net prsii 
declined, albeit mafginally, by 0,3 per ce 
over the previous year. Tliis was despix 
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hkaich March 
1997 1996 

Gniami Heavy ChMi Kepraa 

Mi^ Mareb fcfatdi March 
1997 1996 1997 1996 

IncamalkpproprlalkM 

1 Netiaks 

43836 

37366 

29993 

27076 

34183 

28173 

2 Value of (Koductiaii 

44238 

39997 

29493 

27485 

36753 

29932 

' 3 Other Income 

2230 

2375 

343 

471 

693 

338 

4 Totalincome 

46488 

42572 

30036 

27936 

37446 

30290 

5 Raw inaieriBlsAtoiCi and 

•pare* cenumed 

18178 

18346 

7579 

7332 

22707 

16689 

6 OAeriaaDulKtuiliigcxpeiiica 

8322 

7337 

6897 

4680 

3873 

4836 

7 Remaneniiaa to etiqtloyecs 

4687 

4478 

1161 

963 

1032 

849 

8 Other expenses 

3102 

4766 

4762 

3403 

3089 

2326 

9 Optratinfprnfll 

10199 

7445 

9637 

9576 

6723 

3390 

10 bUerett 

6172 

3824 

2497 

2998 

1515 

997 

11 Orosjprt^t 

3673 

3193 

7144 

6992 

5208 

4406 

12 Depreciation 

2161 

2086 

2123 

2123 

779 

341 

13 Prvfitbeforttax 

1448 

1102 

4832 

4868 

4336 

3863 

14 Tax provision 

202 

NA 

NA 

NA 

300 

230 

13 Prafintftenwt 

1246 

1102 

4832 

4868 

3836 

3615 

16 Dividends 

722 

871 

1679 

1399 

930 

644 

17 Retained profit 

324 

231 

3173 

3469 

2906 

2971 

LtaMUtiesdaiwm 

18 Paid-Up capital 

3917 

3867 

9323 

9323 

1430 

1430 

19 Reserves and surplus 

18087 

17626 

11139 

7983 

20385 

17678 

20 Long-tenn loans 

23637 

22657 

I3I5I 

13396 

3934 

3407 

21 Short-term loans 

11725 

9779 

728 

2632 

11732 

7693 

22 or which bank bonowings 

11723 

9779 

728 

2652 

7223 

6001 

23 Otou fixed assets 

44186 

40720 

39976 

37340 

17235 

9023 

24 Accumulated depreciation 

17923 

I38I4 

13969 

11833 

2114 

1335 

23 Inventories 

15150 

14712 

2488 

4307 

10722 

9712 

26 Toulasaets/liabilities 

67424 

63191 

39434 

38743 

43617 

35995 

Miacitnniic<ma Hrama 

27 Excise duty 

4257 

4033 

3321 

5606 

197 

302 

28 Cross value added 

12308 

9213 

10419 

11139 

7709 

6295 

29 Total foreign exchange income 

19679 

13843 

1006 

1318 

13922 

14727 

30 Total foreign exchange outgo 

Key flanndal and pcrtomaaacc ralioa 

3697 

1 

3395 

2460 

830 

8747 

9793 

31 Tunioverratio 

(sales to total assets) (%) 

63.02 

59.13 

76.06 

69.89 

78.37 

78.27 

32 Sales to totil net tsieu (%) 

33 (Jross value added to 

76.41 

69.29 

87.29 

81.17 

90.72 

93.26 

gross fixed atsets (%) 

34 Return on iovesimenl 

27.85 

22.63 

26.06 

29.83 

44.73 

69.77 

(grots profit to total asiets) (%) 

5.45 

5.03 

18.12 

18.05 

11.94 

12.24 

33 Ofosf profit to sales 

(gross margin) (%) 

8.38 

8.55 

23.82 

23.82 

13.24 

13.64 

36 Operating profit to sales (%) - 

23.27 

19.92 

32.13 

33.37 

19.67 

19.13 

37 Profit before lax to sales (%) 

3.30 

2.95 

16.18 

17.98 

12.68 

13.72 

38 Tax provisiaa to 

profit before lax (%) 

13.93 

NA 

NA 

NA 

11.33 

6.47 

39 Profit after tax to net worth 

(renm on equity) (%) 

3.66 

3.13 

23.69 

28.12 

17.42 

18.92 

40 Dividend («) 

20.00 

30.00 

18.00 

13.00 

63.00 

43.00 

41 Earning per share (Ra) 

3.76 

339 

3.20 

5.22 

26.83 

25.28 

42 Book value per shsap (Ra) 

43 P/E ratio (bi^ on laM and 

68.31 

66.76 

21.97 

18.36 

133.93 

133.62 

coiretprmdhw last year's price) 

3.03 

13.09 

3.27 

2Ji8 

4.47 

11.75 

44 Debt-€q«ity imtiD 

(arhuated for revaluaiioa) (%) 

111.40 

109.41 

64.20 

77.39 

17.17 

17.83 

43 Short-term bank bonosrinn 

lolnveniatiet (%) 

77.39 

66.47 

29.26 

61.57 

67.37 

61.79 

46 SwMhycicditatiio 

wndry debtors (*) 

31.41 

39.13 

26.64 

18.48 

63.99 

111.19 

47 Total fcoHMmtioB to employees 

(n groat value added (S) 

38.(» 

48.39 

11.14 

8.66 

13.63 

13.49 

48 Total KMncnrtlon to employees 

to vahb of produetkm (%) 

ias9 

11.20 

3.94 

3.31 

2.86 

2.83 

(koaa fixed aaMitfomiuioa(%) 

8.31 

76.42 

7.06 

2.72 

91.01 

5188 

30 OrowthbiiaveBtotieaC) 

2.98 

I3a32 

-42.23 

73.01 

10.40 

36.34 
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10.8 per cent incraie In net tnlet tod a 
7.3 per cent riie in value of production 
during the year. OiiluilMncef at it* plant 
in the foAn of natural calamitiei like 
cyclones, unp rec e dented rainfiiU and heavy 
floods during the moinhs of June and July 
pul heavy pressure on margins. Conse¬ 
quently, the company’s operating profit 
increased by a mere 0.6 per cent. Despite, 
lower profitability the company has raised 
the dividend rate ftom IS per cent last year 
to 18 percent during 1996-97. Boedt value, 
meanwhile, moved up from Rs 18.6 per 
share to Rs 22 per share. 

The company produced 3,38,438 tonnes 
of soda ash during the year as compared 
to3,90,27l tonnes produced in the previous 
year. Sale of soda ash too was lower in 
volume terms at 3.33,298 tonnes as 
compared to a sale of 3,74,603 tonnes in 
the previous year, representing a fall of 5.2 
per cent. However, sale in value terms 
improved from Rs 326.6 crore to Rs 334.3 
crore during the same period due to higher 
realisatisii. 

Meanwhile, as part of its continuing 
pollution control progiamme, pneumatic 
conveying of soda ash has blreo com¬ 
missioned and has reportedly resulted in 
significantly lowering the level of dust 
pollution in the company's plant and 
suiTOundings. 

For the current year, the reduedon in 
excise duty in the 1 ^7-98 unioa budget has 
led to increased demand for soda ash in the 
deieigem sector, as is the case to the glass 
indusiiy. The expansion of (be company's 
soda ash capacity is also expected In be 
completed by the end of the cunent yeer, 
and the company will be realising part of 
the addmonal production in the second half 
of the year. The company now plans to 
diveiiify its operations by putting up a salt 
washing and inning plant for the dotneMic 
market. It also plans to manu-facture washed 
industrial salt for the export matkeL 

The company’s stock currendy quotes 
at around Rs 17 on (he Bombay Stock 
Exchange, discounting its 1996-97 eaniings 
per share 3..3 times. With the Ahmedabad- 
based Nirma group acquiring a 4.3 per cent 
stake in Gujarat Heavy Chemieds, the 
company plm to buy back its own shares 
as soon as the law permitt in order to foil 
any takeover plans. 

On the finances front, the co mp a n y has 
concluded iu private placanem of 18 J per 
cent non-convertible debeouret aggr^Blm 
Rs 23 crore to UTI. UC and GIC end its 
tubsidiafies. The issue was made to meet 
woMting capital requirements. WhUe IDBl 
has sanctioned another Rs 60 crore in the 
form of a tenn loan for the expansfon of 
the soda ash c^tadty. the company is also 
considering the pcssjhiliiy of istuin 
preference shares to fund the req ui r enen ts 
of its divenificaiion and expanstem plsns 







MONEY MARKET REVIEW 


EPW RcMarck ItewkUoo 


Fundamental Distortions Persist 


Recent RBI policy measures, suggesting a reversal cf the 
liberalisation path, are a welcome attempt to curb speculation in the 
domestic foreign change market But they have failed to address the 
fundamental distortions that have been created in the financial 
system. 


I 

Disquieting Macro*Ecoiioniic 
Backdrop 

EVERY macru-economic indicator poinb 
to a deepening of recessionaiy tendencies in 
Indian industry which have been the 
combined result tp begin with of com¬ 
pressions in public expenditure for the 
second year in succession and the organi¬ 
sational unpreparedness of the banking 
system to improve credit delivery In the 
changed environment of prudential 
discipline. Persistent deceleratk» In the rate 
of growth in imhistrial output, particularly 
in the manufacturing sector, tiuggith salei 
growth of the corporate sector in notninai 
as well as physical terms, growing inventory 
pile-upexcept in a few agro-based industries, 
unduly low level of disbuisennents by teim- 
ftnancing institutions, and reduced credit 
ofitakefrom the bankingsystem-all indicate 
a situation of growing recession. Even the 
low level of inflation now is essentially 
reflective of poor demand conditions faced 
by the manufacturing sector. 

The disquieting macro-economie toenaiio 
has begun to huit, and create distoctioiis in, 
the financial markets. The sources of funds 
for industrial investment have dried up. 
Primary ctytital issues have dipped to rock 
bottom levels. With rising defaults on 
repayment of past borrowii^ by many non- 
banking flnancial companies and even 
manufacturing firms, the fixed depotit seg¬ 
ment has ceased to be a source of Ainds. 
Many deposit and other corporate debt 
instruments have been downgraded by the 
credit-rating agencies. Laige-size corporates, 
which in the past resorted to conunerdal 
borrowings afavoad on interest rate cemsid- 
erations, have begun to borrow in the 
domestic market following the availability 
of easy funds with banks which have prefemd 
to lend through market instiumorts father 
than through the conventional credit syaufn. 
Even in the midst of the busy season, the 
non-food credit of scheduled commercial 
banks has regisloud an absolute tidl of 
Rs78t crore during the fortnight ended 
November 21, 1997. 

The dqmsied economic coodidons and 
the consequential sluggithness of the capital 


market have narrowed the avenues for 
household financial savings. Apart fhsn 
the non-Bvailtisility of primary corporate 
equities u well as fixed dei^t instni- 
ments, even the deposit schemes of imitual 
fluids have remained unattractive. During 
1996-97, mutual funds including the UTI 
have had an outflow of funds to the extent 
ofRs 2,311 crore. As a result, bank deposits 
have acquired an impetus; they have grown 
by Rs 47353 crore (or 9.S per cent) between 
end-Mareh and November 21, 1997 as 
against a growth of Rs 31,630 crore (7.3 
per cettt) during the comparable period of 
1996-97. At the same time, them higher 
bank deposit Bccniats are not being recycled 
in the form of commercial credit, paiticulaly 
for the imall- and mediura-icale industries 
and hence the circular flow of fimds in the 
financial lyatem remains largely choked. 

Poucr Response Inaobquatb 

Against this background, the RBI policy 
measures suggesting a reversal somewhat of 
the liberalisation path that is found to be 
unsustaintiile at this stage of the country’s 
developtfient have been a welrome step 
insofar as curbing speculation in the domestic 
foreign exchange market was concemed. 
But they have failed to addresa the funda¬ 
mental distoitioni that have been created in 
the financial system as a result of the faulty 
policies. In the first place, the promotion of 
pranature interiinkages between money, 
foreign exchange and capital markets is 
required to be done with c^on. Secondly, 
and more iropottanlly, it is necessary to 
recogniBe that mere market-driven poBcies 
such as tinkering with interest rales and open 
maikcl ^lentioiu are useflil up to a p^nl 
and tiiat they have to be aunrkmcoted by 
(Ureci measwet for credit expansion. It is 
necessary to enforce, for instrutce, a 
requirement drat banks do reader a certain 
proportion of their deposits as bank creifit 
(say, 60 per cent) and alao eaniatfc a certain 
p ropor ti oHofewiiltof priority aecton; these 
stipulaticaa need not be tiKOOiiateni with the 
programme of reducing non-pefforming 
assets when banka DOW do eeil^ a degree 
of ftwdore rfon poUticil ioterfennoe. 

Tbltdly, in the cunent situation of 
reoesrion, than it coosktaiUe scope (br the 


RBI to deploy itt reditcaimt aqd refinance 
window to tto the lending programmes of 
the term-financiiig institutions including 
SlDBl, NABARD, and state financial 
co t po rati om (SPCs) are augmented. Today, 
there institutions, particularly the giants 
amoogit them Uke the IDBI, ICICI and IFCI, 
enter the capital market for bonowingi and 
thus prevent manufacturing firms from 
entering the market. The iqiection of primary 
money by the RBI through bonks and finan¬ 
cial institutions, combined with the ure of 
expansion in bank credit u an instnunem 
of credit policy. is sure to halt the diatortiom 
that have set in the financial system. 

Mbasuxbs to Cuss PoaEx SncutATioN 

The policy of promoting foreed links 
between difTerent s^ments of the fiiumcial 
market before each segmem acquired some 
inherent strength and resilience was bound 
to encourage aibitraging activities and 
speculation whenever the tircumttanca' 
permitted them. When, in April 1997, bankj 
were authorised to offer forward contract] 
based on past performance and biuines 
projections without the eariier requirement 
of firm biuiness orders, it was dev iha 
corporates would take advantage of thu 
relaxation when they expected die nqiec rate 
to go under pressure. This is exactly whrt 
happened in November. On acrutuiy it we 
found there had been a spurt in cancellatuwi 
and rebooking of forward contracts b; 
expottets. The prevakoce of easy call monc; 
pe^tted the use of money market fimds To 
artntraging purposes. 

In there circumstances, tome reversal c 
the policy direction was obviously the nte 
logical step. At explained by the RE 
governor, the new measures had foi 
underiyingobjecti vet; mop up Hqiddity, pu 
up the thon-tenn rates of Inter^ pronw 
forex inflows, and directiy disallow bookn 
of forward covers by exporter! and impottt 
wiiboiu the underiying exposures. Iniiial 
when the nipee depredation became rail 
oonapicuous from Ra 37.40 to a US dot 
on November 20 to Ri 38.S7 pv doltar 
November 28 (Oripb A), the RBI defer 
the phased CRR reduction, inoeased 
post-shipnient export credit rate of inter 
introduced fixediareiepas,andieinirodu 
the system of monitoring the cancells 

forward conmeu beyond $ 5,00.( 
When the maiket failed to lake the sig 
from the new RBI governo r and d 

occurred a predphale Ml of the rupee V 

to an RBI reference of Rs 39.S2 to a d 
on Decenbv 2. the RBI chore to wi > 

K iflCRMed IheCRR by 03 pHceotagei 
toft i tther n iopuplk|iildlty.wlsedtlieini 

rveon fixed rate npoi m 5 pveen 
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OtMM B; Daily Tor-Em Quotmkm or Cmx Mowr Raih, 
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WoriuBf Diyt 



.ler to 6.5 per cent on December 5 end 
er cent on December 11 to ai to create 
her floor and preuinite the call money 
Nich that incentives for aibhratioo are 
aved, abolisbed the forwaid contract 
Uty without the undetlyingexpoMire with 
ew to directly curbing tpeculttion, and 
loval of incremental CM on NRl depodu 
u to encounge such deposits. These 
ituret have bad a salutary effect and the 
re rate since then has hovered around Rs 
N)-39.0I to a doUar. 
nniit, however, be admitted that the 
on underlying the hmnofl in the recent 
sign exchange maricet still lemiun strong 
the authorities will have to take a fresh 
ew of the market leverage that has been 
twed in 'the various liberalisation 
isures. First, the econormc ftindamentals 
not as strong as it is made out The rate 
rowth is hardly buoyant; export growth 
linues to be sluggish; and the low rates 
unent aroouot deficit and iidlatkm are 
osultsof industrial reoession.The inflows 


under OIMts, BCBs and FRNs have also 
been lower in recent Boonlht; the deferment 
of the GAIL GDR had an advene effect 
Secondly, as the portfidio investments by 
foreign institutional investon (Fils) are 
having a lignifictfit influence at the margin 
on many aspects of the economy such as the 
capital market, foreign exchange inflow, 
liqukfity in the domatk market, and the 
domestic forex market operadoiH, FUs’ 
procii vitics indudiiig flidr herd-like rcactloo 


to the turmoil in the south-east Asian 
economies atal need for booking of profits 
towards the calendar year closing, will 
continue to exert an influence on the Iitdian 
financial markets in the period dread. In 
November, it was the Fils’ inflows turning 
negative for the first lime due to the above 
factors, with the net outflow amounting to 
$ 149 million against the net inflow of $ 272 
million in October, that had triggered the 
exchange msket turmoil. 


Tau 2: Dmly Quotaymns or Hmm aw Lon or Call lUni m tai tai Areaiu; 
Sawia STAYisncAL OusAcnaisncs 


AURwr November 1997 AO Five October 1997 

Weeks Week Ended Weeks Week Ended 

ofihe ■■ ■— efthe - 



Month 

28 

21* 

14 

7* 

Mowb 

31 

24* 

17 

10* 

3 

Meaa 

6.1 

4.7 

4.4 

7.5 

1.4 

6.1 

5.3 

8.2 

6.6 

3J 

7.3 

Standard 

DevtaiioB 

23.0 

2.0 

1.7 

0.6 

0.8 

2.4 

1.9 

1.0 

I.S 

2.0 

2.2 

Coefficienl of 37.2 

42.4 

39.5 

1.3 

92 

39.7 

36.9 

11.9 

23.3 

60.8 

30.6 


Vsiutioa (peroealaaet) 

* Data for lepottiiig Ridays (RF) ire otak te d. 
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fAmcet emmt 


-- 


28 



21 



I4« 



7 



Inflow Oniflow 

Net 

Inflow 

Outflow 

“TJd 

Inflow 

Oatftow 

Net 

laiow' 

Oatflow 

Net 

ly T MBs (Aacdoa) 

205 

1575 

-1370 

6203 

205 

5998 

* 

1298 

-1298 

200 

4905 

-4905 

ayTbai(Aaclkai) t 

300 

300 

0 

300 

300 

0 

300 

300 

0 

300 

300 

0 

dqr T biib (Aactkn) 

- 

- 

- 

SS 

1303 

-1250 

- 

- 

- 

683 

823 

-140 

poa ftywemu 

1129 

- 

1129 

926 

- 

926 

668 

- 

688 

66 

- 

66 

AM (wiMkn) 

»PlQrnHii 


232 

-232 

- 

1270 

-1270 

- 

533 

-533 

474 

- 

474 

1200 

- 

1200 

- 

- 

- 


- 

- 

* 


- 

1 

aohM 

2134 

2107 

727 

7484 

3080 

4404 

968 

2131 

-1163 

1723 

6028 

-4303 

•uMariMOpaiBilamfitBD 

-w 

0 

-0 

- 

- 

- 

- 

- 

- 

- 

S02 

-302 

PosbyBBI 

8850 

4951 

3899 

600 

5200 

^(600 


— 


3900 

2200 

3700 


AaagalivusiinlamliMaetoMflaw. -mtaasail. 9 Terestive mia ita r bmadeapwcediagweak. 
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MONEY MARKET REVIEW 


EPW RwMith ywuMtoaot 


Fundamental Distortions Persist 


Recent RBI policy measures, suggesting a reversal of the 
liberalisation path, are a welcome attempt to curb speculation in the 
domestic foreign exchange market. But they have failed to address the 
fundamental distortions that have been created in the financial 
system. 


Disquieting Macro-Economic 
Backdnqi 

EVERY macro-economic indicator points 
to a deepening of lecessionary tendenciei in 
Indian industry which have been the 
combined result to begin with of com¬ 
pressions in public expenditure for the 
second year in succession and the organi¬ 
sational unprepatedness of the banking 
system to improve credit delivery in the 
changed environment of prudential 
discipline. Persistent deceleration in the rate 
of growth in industrial output, paiticulaiiy 
in Che manufacturing sector, sluggish sales 
growth of the corporate sector in nominal 
as well as physical terms, growing inventmy 
inie-upexceptin afew agro-bascdindiutiies, 
unduly low level of disbursements by term¬ 
financing institutions, and reduced credit 
offtake from the banking system-all indicate 
a situation of growing recession. Even the 
low level of inflation now it essentially 
reflective of poor demartd conditiona faced 
by the manufacturing sector. 

The disquieting macro-economie scenario 
has begun to hurt, and create distortions in, 
the financial markets. The sources of funds 
for industrial investmott have dried up. 
Primary capital issues have dipped to rock 
bottom levels. With rising defaults on 
repayment of past bonowingt by many non- 
banking financial companies and even 
manufacturing firms, the fixed deposit seg¬ 
ment has ceased to be a source of funds. 
Many deposit and other corporate debt 
instniments have been downgraded by the 
credit-naing agen ci es. I Jit ge-sizecocpof ai ei, 
which in the past resorted to commeiual 
brnrowings abrosd on interest rate consid* 
eratiuiu, have begun to borrow in the 
domestic market following the availability 
of easy funds with banks which have preferred 
to Ictid through nurket instfumenti rMber 
than through the conventional cretSt system. 
Even in the midst of the busy season, the 
non-food credit of scheduled commerdd 
banks has registered an absolute fall of 
Rs 781 crore during the fortniglit emled 
November 21, 1997. 

The depressed econmiic conditioiis and 
the consequential aluggisbneas of tbe capital 


market have nanowed tbe avenues for 
household financial uviogs. Apart from 
the non-availatrility of primary corporate 
equities as well as fixed deposit instni- 
ments, even the deposit ichetnet of mutual 
fluids have terndned uoatlractive. During 
1996-97. mutual funds including the ITTl 
have had an outflow of funds to the extent 
ofRs 11 crore. As a result, bank depositi 
have acquired on impetus; they have grown 
by Rs 47,853 crore (or 9.5 per cent) between 
end-Marcb and November 21, 1997 as 
against a growtii of Rs 31,630 crore (7-3 
per cent) during the comparable period of 
1996-97. At the same time, these higher 
bank deposit accruals ore hm being recycled 
in the form of commercial credit, particularly 
for ihe small- and mediuin-acale industries 
and hence the drcular flow of fluids in tbe 
financial system remains Isrgeiy choked. 

PDUCV ReSKNSG iHAOeOUATE 

Against this background, the RBI policy 
measures suggesting a reversal somewhat cd 
the liberalisation path that is found to be 
unsustainable at this stage of the country's 
development have been a welcome step 
insofar at curbing speculation in the domestic 
foreign exchange market was concerned. 
But they have failed to addreu the flinda- 
mental dstortions that have been created in 
the financial system IS a result of the fmilty 
policies. In the first place, the promotion of 
pfemmure iaterlinkages between money, 
foreign exchange and capital maikeu is 
required to be done with onition. Secrmdly, 
and more importantly, it is necessary to 
recogniae that mere roaiket-dtivea polides 
suchastinkerhigwitii interest reus reopen 
market opeialioAs are useful up to a point 
and duK thqf have to be wqipienieii t ed by 
direct measures for credit txpHMon. It is 
necessary to enforce, for Intunce, a 
requirement that banks do render a certain 
propoftion of their deposits as bank credit 
(say, 60 per cent) and also earmait a certain 
proportion ofenilt for priority sectors; these 
stiptdrt lcBS n eed not be i n co n s iitcin with tbe 
pr o ysm m e of teduciiig oon-petforming 
assets when benks now do eq|^ a degree 
of freedom from poUticel intefferenoe.' 

Thirdly, in tbe current aituatioa of 

tx M— truij ttiw wU f'M fl HuT gbif SfOpf fWthe 


RBI to deploy its rediscount aqd refinance 
window so that the lemfing programmes cf 
the term-financing institutions includin) 
SIDBI, NABARD, and state financial 
corporatioas (SPCs) are augmented, Today, 
these iiutimtions, particularly the gianti 
amongst them like the IDBI, ICQ and IFCl, I 
enter the cental mariret for botrowingi and I 
thus prevent manufacturing firms from 
entering the market. The injection of primary 
money by tiw RBI through bmtks and finan¬ 
cial institutions, combined with the uk of 
expansion in bank credit as an instrumcn 
of credit policy, is sure to halt the distottions 
that have set in the financial system. 

Measukbs to Cuaa Pooex SracuLATiON 

The policy of promoting forced links 
bet w een difierent segments of the financial 
market before each segment acrpiired some 
inherent strength and reulience was bound 
to encourage arbitraging activities and 
speculation whenever the circumstanca 
permitted them. When, in April 1997, banki 
were authorised to offer forward contract 
based cm past performance and businet 
projections without tbe earlier tequiremei 
of firm business orders, it was clear thi 
corporates would take advantage of thi 
relaxation when they expected the rupee m 
to go under pressure. This is exactly wh 
happened in November. On scrutiny it wi 
fo^ there had beoi a spun in caoc^iu 
and rebewking of forward contracts t 
exporters. The prevalence of easy call mom 
periled the use of money market funds f 
otbiiraging purposes. 

In these circumstances, some reverul 
the policy diiection was obviously tbe nv 
logical it^. As explained by the R 
governor, the new measures hod f( 
underiyingotjectives: mop upliqiikUty, p 
up the short-term rates of interest, prom 
forex inflows, and directly disallow bo(^ 
of forward coven by expoften and impor 
without the underiying expoturea. Initii 
when the rupee depredation became ta 
con sp i c u ous from Rs 37.40 to a US dc 
00 November 20 to Rs 38.57 per dolla 
November 28 (Onqth A), the RBI defe 
ihe phased CRR leductitm, incieased 
postUhipmem export credU rale of inte 
introducedfixedraie repos, and reintrod 
tbe system of mon i toring the cancellJ 
of forward contracts beyond $ 5,0ft 
When the market foiled to take the sij 
from tbe new RBI governor and > 
oeenned a predpiiale ftfi of the rupee' 
to an RBI refetenoe of Re 39J2 to a < 
on Docenfoer 2, the RBI choae to act 
mnrreaeeil the CRR by OJ percentage 
toftvthermopupliqnhilty.raiaediheiii 
tale on fixed rale icpoe to 5 per cet 



OMTHAiSforQuOTAiiaNiiaiiMiUSDouiuiw-Mi OMi«B;DAB.YTo^ai«»Quo*«noi«»Ou.lto«»RAm 

DoMmc iNm-BANx Mmot Nommm 1997 




ftiftber 10 6.5 per oeot on Dec emb er 5 and 
7 percent 00 December II to as to create 
a hlfher floor and pretnirite tbe call money 
rate* ludi that incentivet for aihitnnion are 
removed, aboUtbed the forwaid contiact 
facility without the nndcflyltigexpaiure with 
a view to directly curbing tpeoilatioti, and 
removal of incrememal CRR on NRl depotits 
so as to encourage such dcpoiits. These 
measures have had a salutary effect and the 
nq>ee tale since then has hovered around Rs 
38.90-39.01 to a dollar. 

It must, however, be admitted that the 
factora undertying the turmoil in the recent 
foreign exchange marieet ttUl remain strong 
and die authorities will have to take a fresh 
review irf' the market leverage that has been 
allowed in ‘the various liberalisation 
measures, nrat, the economic fundamentals 
ate not as strong at it is made out The rate 
of growth is hardly buoyant, export growth 
continues m be sluggish: and the low rates 
of current account deficit and inflation are 
thelesultaofinduttrial recession.The inflows 


under GDRs, ECBs and FRNs have alto 
been lower in recent months; the defe r ment 
of the GAIL GDR had an advene effect 
Secondly, as the pottfbHo investments by 
foreign institutional investots (FQs) are 
having a significant influence at the matgin 
on mtny aspects the economy toch as the 
oqiiial msrfcet, foreign exchwige inflow, 
liij^dity in the domestic market, and the 
domestic forex market operations. Fils’ 
proclivities inchidingJbeirhefd-like reaction 


to Che turmoil in Che south-east Asian 
economies and need for booking of profits 
towards the calendar year dosing, will 
continue to exert an influence on the Indian 
financial markets in the period rirad. In 
November, it was the His’ inflows tmning 
negative for the fim time due to the above 
factors, with the net outflow amouiuhig to 
S149 milliottagaiott the net inflow of$272 
million in October, that had triggered the 
exchange market tunnoil. 


Tasib 2; DM.y Quotaimm or Hnm and Lows of Cau. lUmt in Pis CSmt ns Aiwum; 
Snata SrAtmiCAL CkASACissisna 


All Pour Noveraber 1997 All Hve Oettber 1997 

Weeks Week Eaded Weeks Week Baded 

oftta - oftbe - 



Momb 

28 

21* 

14 

7‘ 

Momh 

31 

24* 

17 

10* 

3 

Mean 

Staadiid 

6.1 

4.7 

4.4 

7.5 

8.4 

6.1 

5.3 

8.2 

6.6 

3.3 


OevialioB 

23.0 

2.0 

1.7 

0.6 

0.8 

2.4 

1.9 

1.0 

1.5 

2.0 

2.2 

Coeffickal of 37.2 

42.4 

39.5 

1.3 

92 

39.7 

36.9 

tl.9 

23.5 

60.1 

30.6 


VsriMioB (pereeatagee) 

* Deta ftv icpcatiag nid^n (RF) ere oraitled. 
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fJti^ecs more) 


Week-Baded 


28 



21 



14* 



7 


beini 

Ittflow Ootflow 


faflow Onflow 

“N5 

laflow Oatflow 

Net 

laflow Outflow 

Net 

N^dagr T bihs (Aociiao) 

205 

1575 

-1370 

6203 

205 

5991 

- 

1291 

-1291 

200 

4905 

-4905 

9I-daiyTbili(Aaaim) • 

300 

300 

0 

300 

300 

0 

300 

300 

0 

300 

300 

0 

%4HlayTbilb(Aueiiao) 

I. 

- 

WF 

55 

1305 

-1250 

- 

“ 

- 

613 

823 

-140 

CvnpM Pagnamls 

1129 

- 

1129 

926 

- 

926 

661 

- 

611 

66 

- 

66 

litt Ikaciga Assail (vstiatka) 

- 

232 

-232 

* 

1270 

-1270 

- 

533 

-533 

474 

- 

474 

out hyawati 

1200 

- 

1200 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Toni 

2834 

2107 

727 

7484 

3010 

4404 

961 

2131 

-1163 

1723 

6021 

-4305 

Opm MiiIm Opaniiaas (RBD 


0 

-0 








502 

-.502 

Keros by UI 

ssso 

4931 

3199 

600 

5200 

-4600 

• 


- 

5900 

2200 

3700 
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Beriod to Mitttfity in Afcending Order 


Period to Maturity in Aaceading Order 


Also, the RBI teems to be Increaslitgly 
relying on the finniag up of shott-tenn ntei 
of interest which, beyond a point, may spill 
over into the long-term rates of inten»t as 
it has actuallyoccurredm the dated securitiet 
market: this may have adverse impact on the 
banks' and FIs' perceptions <m th^ lending 
lates and, in turn, on industrial recovety. *1116 
RBI governor has no doubt assured that the 
recent measures would have no impact on 
the mediuni-tetm and long-tenn interest rates. 
Towards that end, the cut-off yidd rate on 
364-day treasury bills CTBs) has been kept 
unchanged, and to counter the jump in yiel^ 
on dated securities in the secondary nuufcet, 
the RBI has introduced in December a 
purchase list of securities throogh open 
market operations, with the prices offered 
being higher than the market prices. 

OniBR Policy DGVELomENTs 

In a further step towards developing the 
government securities market, the RBI 
announced a list of 11 satellite deaienfSDs), 
nine bet ng n nance compairies and two banks. 


The RBI withdrew the earlier condition of liberalised gold import through banks and 

providing call money market access to SDt agendea other than canalising ones, aeveral 

and said that it would lend support to them banks taking a serious interest in floating a | 

through revose repo facility, thus preferring money market mutual fund (MMMF), and i 

to extend to them secured tending rather than corporates looking for structured products I 

unsecured tending in the aflennadi of the as against the trarUtinnal cash r^edit facility I 

CRB fiasco. Apart from (his, there were from banks to fulfil their need for funds. In 

developments, such as the initradon of order to revive the MMMPs and to make 


Tabu 4: Auenow or 14 -Day TicBASutY Bnxs 

(Amoimt Im nipeet cnrtt 


Dwe of Bids Tewkieil 

Bids Acceptod 

Subscription Cnr-otT 

Cut-off 

wjrt—lu ^ 

Amount 

Aucuon - 

No 

(1) (2) 

Pace Value 
(Amount) 
(3) 

No 

(4) 

Pace Value 
(Amount) 
(5) 

LWOIVCO 

oaPDi 

(Amount) 

(6) 

mcB 

(Rupees) 

0) 

smD VAnwoins 
Rate on Dale of 
(Percent) Iisoe 
(8) (9) 

1997 








November 7 5 

1693.00 

4 

1193.00 

3.00 

99.81 

4.93 

6203 

(1) 

(100) 

(1) 

(100) 





November 13 2 

27.00 

- 

- 

103.00 

99.81 

4-9.3 

1303 

(1) 

(100) 

(1) 

(100) 





November 21 6 

1466.00 

6 

1466.00 

9.00 

99.81 

4.93 

1710 

(1) 

(100) 

(1) 

(100) 





November 28 3 

2140.00 

3 

2140.00 

70.00 

99.81 

4.93 

3883 

(1) 

(100) 

(1) 

(100) 




■ 


PifatesiBpare a theie s iacoto2io5i ep ie a B a tBBmbe«aadaiiioeatiofBon-ceiapctilivebkliwtiidi 
we not included in the toul. 


Tabu 3; Cau. Momv Ratb 


IPtr e€nl per auum) 



Weekly rwige 

1.00-8.00 

0.23-4.73 

6.50-8.00 

3.00-9.23 

2.30-8.50 

3.00-9.S0 

3.30-10.00 

O.tO-S.73 

4,25-9.25 


(0.30-)a00) 

(0.23-11.00) 

a.00-1223) 

(023-11.00) 

(1J04.00) 

(0,10-11.0) 

(9.00-10.231 

6JO-7M 

(O.IS-1023) 

(10.4-10.9) 

Weekend (Ritby) 1.00-8.00 

0.23-1.23 

7.00-8.00 

3.00-7.50 

3JO-4.00 

5.00-7.00 

0.73-2.00 

423-6,.W 


(1.00-3.00) 

(0.23-0.30) (lO.SO-1123) 

(0.25-0.30) 

(IJO-2.30) 

(0.10425) 

(9.00-10.00) 

(0.15-0.60) 

o 

1 

Weekly weighted 








7.77 

avenge* 

na 

4,33 

7.43 

7.00 

3.76 

740 

6.19 

3.70 


(3.70) 

(I0J3) 

(144) 

(323) 

(4.79) 

(925) 

(9.35) 

(8.90) 

(10.78) 

OPHI iendiog rates 









(range) 

M 

0.30-7JO 

6.73-840 

4.104.23 

3.00-8.73 

320-9.90 

340-10.30 

0.73-620 

4.25-9.75 


(I.JO-10.66) 

(0.30-114)0) (6.00-114)0) (a40-ll.00) 

(0.3(S^9.00) 

(110-1190) 

(9.00-1023) 

(140-1020) (94)3-10.90) 


* Wdghled avctife of berrow ing taHs rspoilid to the RBI by srteesM baoka aad DFHI, weights beiag proper ti b ea l to amoaeta borro w ed, 
ngiires io the pareetbescs represeet weekly nage darhig stedlwr p eriod tori yew. 


t i‘ ' 
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them num flexible, RBI peradtud 0C3i in 
wUd) individuals of Indian origin bold at 
least ISO per oem stake to invest in uidts of 
MMMIH In India on a noo-icpatriaikm baris 
without prior approval of RBL 


strong RBFs intervcoiiaa iitthe forex naikct 
(net outflow of Rs 1,270 crate) and 364-day 
tieasuiy bills aoctloa (net outflow Rs 1,2S0 
croK). The improvement in liquidity was 
mainly due to the net inflow cif Rs 3,998 


non onacoountof maturing 14-daytieasuiy 
bills and coupon payments of Rs 926 crore. 
Consequently, the call rates softened from 
7.25 per cent on November IS to I.2S per 
cent on November 20 (Graph B). Though 


n 

Can Money and Forex Markets 


Tasu 6: Aucikhi or 364-Uay Tseasuiy Bxu 

(AmotaU in npeei cron) 


The call money rates underwent altetnale 
bouts of highs and lows with the underlying 
trend being Ann in the first half and easy 
in the second half of November. Opening 
It 6.7S per cent on November 3, call rates 
moved on an ascending trajectory to 
touch 9.23 per cent on November 6, mainly 
due to aggressive open market tqrerUions 
(i e. tales) of RBI to the extent of Rs 302 
crore in the first week of the month. Further, 
a large net outflow of Rs 4,703 crore on 
account of 14-day treasury bills auction 
(Table 1) put upward pressure on call rates. 
Simultaneously, the absence of traditional 
lenders and large uncovered position of some 
banks led to the flntmess of call rates. As 
a result the call rates ruled in the higher 
range of 3 to 4 per cent even on the reporting 
Friday of November 7 when usually these 
rates crash to 0.3 per cem. The STd’s 
weighted call rale ranged from 7.69 per cent 
to 8.82 per cent during November 3-6. 

The c^ rates continued to remain firm 
during the second week following the RBI's 
intervention in the forex market, absorbing 
about Rs 333 erase from the system. The 
week also wimessed loss of liqukfity to the 
tune of Rs 1,298 crore by way of 14-day 
treasury bills auctions. 

The call rates started easing at the beghming 
of the second half (Tables 2 and 3) despite 


Dice of 
Aoctioe 

BideTcademd 

No FItee Valoe 
(Aawnnt) 

Bids Accepted 

No Face Value 

(Amount) 

Cut-off 

Price 

(Rupees) 

Cut-off 

Yield 

Rate 

(FerCeat) 

Amnmi 
Ontstanfiag 
OB the Duse 
ofbsaeff 

1996 








Novenber 6 

63 

I390JS 

14 

682.80 

90.83 

10.10 

5996 






[90.961 

[9.941 


November 20 

15 

197.00 

6 

55.00 

90 58 

10.40 

6021 






[90.67] 

[10.29] 


1997 








November S 

21 

963.08 

to 

822.93 

92 61 

7.91 

17138 






[92.61] 

17.98) 


November 19 

21 

1385.00 

14 

1305.00 

92.61 

7.98 

18388 






[92.62] 

17.97] 



• For ,1996 ontifrtiat smnant is oa the Dale of Auction 
Figures in die bracbcl mpr a seul i devotvemeat on priinity dealen. 

Piguiei in the k|wk bmdiett lep rei eat weighled avenge pnee and the respective yield. 


Taata 7: Auenom of Reroa ar RBI 

(Amouiu in Kopm cron) 


Date of 
Anctiaa 

(1) 

Number 

of 

Dayi 

T 

Bids Teadmed 

Bids Accepted 

Cut-off 
Repo 
Rale 

(FerCenl) 

a) 

WeiiMed 
Average of 
Repo Rase 
(FwOeat) 
{•) 

No 

(3) 

Pace Vahie 
(Amouai) 

(4) 

No 

(5) 

Face Value 
(Amount) 
(6) 

1997 

November 3 

3 

3 

2200.00 

2 

2200.00 

400 


November 6 
November 10 
November 13 

4 2 100.00 Bute 

4 No BM Received 

3 2 400.00 

rgscied 

2 400.00 

4.25 

4.13 

November 17 

3 

1 

200.00 

1 

200.00 

4.00 

4.00 

November 20 

4 

11 

5350.00 

6 

4600.00 

4.00 

4.00 

November 24 

3 

4 

4750.00 

2 

4250.00 

4.00 

4.00 

November 27 

4 

4 

701.00 

4 

701.00 

4.50 

4.18 

Total 


26 

13701.00 

17 

12351.00 

- 



Tabu S: Auciwns op 91-Dav TSaamv Bats 

(AmoaM Im rafter cron) 


Dale of 

Notifled 

Bidi Teadeied 

Bids AccepCed 

Snbecriptlon Cut-off 

Cut-off 

AmooM Omromdiag 

Auetioo 

Amonal 





. Devolved 

ws- .r - ■ 

nncc 

Yield 

ootheDaieofAnetioa 



No 

Face Valae 

No 

Fnx Value 

oaRBI 

(Rupees) 

Rate 







(Amonni) 


(Amount) 

(Amount) 


(Per Cem) Total 

WittiRBl 

OmddeRBl 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7)* 

(«) 

(9) 

(10) 

(ID 

(12) 

1996 












Novenber 1 

500.00 

88 

I96S.2S 

15 

488.40 

0.00 

98.30 

6.92 

6500.00 

156.00 

63444)0 



(I) 

(50) 

(1) 

(11.60) 


198.33] 

[6.79] 




Novembers 

500.00 

20 

322,33 

9 

177.33 

62.78 

98.23 

7.21 

6500.00 

218.00 

6282.00 



(2) 

(250.00) 

(2) 

(250.00) 

(9.89) 

[98.26] 

(7.08J 




Noveariier 15 

500.00 

11 

67.85 

NU 

NU 

388.80 

98.23 

7.21 

6500.00 

607.00 

5893.00 



(1) 

(50) 

(1) 

(50) 

(61.20) 






November 22 

500.00 

10 

45.00 

1 

2.00 

343.87 

98.00 

8.16 

6500.00 

951.00 

5549.00 



(1) 

(100) 

(1) 

(100) 

(54.13) 

(98.00) 

[8 16] 




Novendier 29 

500.00 

34 

546.40 

32 

473.07 

0.00 

98 00 

8.16 

6500.00 

951.00 

5549.00 



(I) 

(50) 

(I) 

(26.93) 


[98.00] 

[».161 




1997 












November? 

300.00 

5 

375.00 

2 

168.42 


98.47 

6.22 

3900.00 

50.00 

3850.00 



(l> 

(250) 

(1) 

(131.58) 


[98.47] 

[6.22] 




November 13 

300.00 

5 

65.00 

2 

15.00 

- 

91.47 

6.22 

3900.00 

30.00 

3850.00 



(t) 

(250) 

(!) 

(250) 

(35.00) 

[98.47] 

[6.22] 




Novenber 21 

300.00 

6 

180.00 

4 

59.13 


98.47 

6.22 

3900.00 

50.00 

3850.00 



(3) 

(550) 

(2) 

(240.87) 


[98.47] 

16.22] 




Moveiidier2l 

300.00 

(10) 

456.00 

7 

172.64 

- 

98.47 

6.22 

3900.00 

50.00 

3850.00 



(2) 

(1300.00) 

a) 

(127.36) 


[98.47] 

[6.22] 





* For 1996 outiiaBdliig amoaat it oa the Dale of Aactinn. 

'’Wne ia paesMheaaa la cob 3 10 6 lapmm aamhen and aaMMia of Boa-coNpotkive bUt which tK aot iaduded ia the Mai. 
Pigwes In the iqtMre biacheii aader cob g md 9 lepreaent w eig hled tve m g s price and mpoctivc yield. 

* Rrark eied Bgaws in col 7. if any. reUsc to devolveBsab on pthnsry dealen. exdnrive of RBL 


n __ 


3177 



the cail rates touched a high erf 7 per ceot 
on November 22, it declined rapidly to touch 
0.5percentonNovember2g<hietorealisatkin 
of bank reserves worth Rt IJOO cnxe on 
accouM of 0.25 per cent cut in CRR on 
November 22 and coupon payment of 
Rs 1,129 crore. 

Tbeinstai^ity in the spot exchange maiket 
spilled over to tlw forw^ market where the 
forward premia moved upward contrary to 
the Octol^’s trend of dovm ward movement 
of such premia. After having crashed to 5.3 
per cent in October, the six-month forward 
premia increased to the tevd of 7.4 per cent 
on November 11. The rise in forward premia 
was caused by short-covering and higher 
paying pressure. In the wake of Hong Kong 
debacle, the forward premia there recorded 
a sharp rise which prompted many foreiga 
banks to sell forward dollar in Hong Kong 
and buy forward dollar in the Indian market 
As a result the forward premia ovenbot the 
LIBOR. However, the strong intervention 
by RBI in the forward market resulted in the 
easing of the premia. The six-month forward 
premia started moving downward to touch 
6.78 per cent on November 27 but again 
picked up to 7.S8 per cent when the RBI 
responded with the tint set of measures dted 
earlier. 

m 

Primary Market 

There was no new primary issue of the 
central government securities as it had 
completed nearly 95 per cent of its borrow¬ 
ing programme. State governments too had 
completed their programme. 

Treasury Bills (TBs) 

With the improvement of liquidity in the 
second half of November, the auctions of 
TBs recorded increased paiticipatioa. In 
case of 14-day TB auctions, the flrst auction 
on November 2 recorded 5 competitive 
bids of Rs 1,693 crore which fell to only 2 

TaSU 8 ; RSK TSANSACnOW WCOVEStMaNT 
PAmt (Ones Than with the RBI) - 
NovEMBsa 1997 ■ 


Reno Period Amount Range of Weigtned 

in Numtier Invdved Interest Avenge 

of Days (Rs Crore) (Per Cent Inteiest 

Per Rate (Per 

Annum) Cent Per 

Anaom) 


(A) Dated Securities 

3 245.00 

4.50-5.25 

7.12 

4 

lOS.OO 

4.50-7.00 

4.93 

It 

8S.00 

5.50-7.50 

6.18 

12 

15.00 

5.50 

5.50 

14 

326.00 

5.15-8.15 

6.69 

16 

20.00 

6.25 

6.25 

28 

40.00 

7.00 

7.00 

AUImies 

836.00 

4.50-8.25 

6.53 

(B) 364-Day TBs 
(AUluues) 175.00 

4.25-8.25 

6.64 

(C) 91-Day TBi 
(AD Issues) 

45.00 

SJ0-8.2S 

5.54 


compe titi ve bids worth of Rs 27 cnee on 
November 13 auction, both of which were 
rejected by the RBI in toto. However, 
investors’ respooM improved when the 
November 21 auction witnessed 6 
competitive bids of Rs 1,466 crore and 
November 28 auction 3 competitive bids of 
Rs 2,140 crore. In all these four auctions, 
the cut-oB yield was maiDtaiiied at 4.95 per 
cea CTuble 4). 

In the case <B91-dByTB auctions, the non¬ 
competitive bidders came m the reacue of 
the RBI for mobiKsiag the notified amount. 
There was no devolvement on RB I. However, 
on November 13 auction, tbe PDs had to 
underwrite an amount of Rs 35 crore. In all 
these four auctions, the cut-off yi^ was 
maintained at 6.22 per cent (Table 5). 

The two auctions of364-day treasuty bills 
saw sizeablesidiscriptionsfromtheinveston, 
despite the cut-off yield being maintained 
at 7.98 per cent (Table 6). In the November 
5 auction, 21 tridden tendered for Rs 963 
crore, out of which RBI accepted 10 bids 
of Rs 822.93 crore. The rejection of only 
IS perceiH of bid amount from II bidden 
reflects an oligopoliitic nature of the bids 
where a few large banks seem to act like a 
cartel to foim tbe price level, thereby 
capturing the entire primary nnaikel of long¬ 
dated TBs. Tliis was also evident in the 
November 19 auction when RBI selected 14 
bkb of Rs 1,305 crore out of 21 bids of 
Rs U85.08 croro 

Commercial Paper (CP) 

The primary CP maiket continued to 
remain vibrant, though most of the 


pla cw n a *s were done la tfar second half of 
November due to flimmaa of can imaa in 
the flrst half of the mono. Ihe CP maiket 
received a boost following the RBl’t 
permission for reinitatemeat of irocking 
capital limit s anctio n ed by banks the 
maturity of CP and the removal of the 
stipulation of minimum current ratio of 
1:33:1. Duiii^ tbe first half of Nitvember. 
new CT* iisuei mobilised Rs670crare which 
was lower tium that of Rs 845 crore relied 
during the second half of October 1997 
During the momfa. worth of Rs 2,902.5 
crore were rated for 29 coropaities. Some of 
the mi^ issuers were L&T (Rs 400 crore), 
TISCO (Rs 300crore), IPCL (Rs 300crore), 
Bombay Dyeing (Rs 250 crore) and NTPC 
(Rs 250 crore). 

Certificates cf Deposits (CDs) 

While November data for new issues of 
CDs was not availabie. as on October 10. 
tbe outsta n ding CD amouffl was to the tune 
of Rs 7,542 crore - a steady decline from 
the peak April 11 figure ofRs 12.309 crore. 
The rate of imenet on CDs ranged between 
7.3-12.5 per cent Low interest rates and 
credit off-take have contributed to lower 
growth in issuance of CDs in the current . 
financial year. 

Inter-Corporate Deposits (ICDs) 

Activity in the K33 maiket was low in 
November. Triple-A rated corporates 
were able to raise 90Kiay fimds through 
this route at 10.25-11 per cent. Funds 
for 3fV60 days were avmlabie at 9.5-10 
percent 


Tasu 9: OnsATMM or Nathnal Stock ExauNoe (NSE) ouamo Novnaai 1997 - 
Actual Tkaosd Amount 


(tbftacnml 


Deioiplan 


JT— wa-■■-- 


IVuriiMw 


2* 

21 

14 

7 

NiwBnriMf 

October 

Septemto 

1 TmnatyBOi 

4I7JOO 

4S3J0 

I3S90 

24250 

124850 

145447 

122181 

fi>l4ThvBab 

lOOO 

5.00 

5X)D 

5X» 

25X)0 

I9X)0 

7.00 

ai)91.dayBUb 

20j00 

98.90 

I4X)0 

30X» 

16250 

9947 

601 

(i8)364deyBtt 

387X10 

350ja0 

11690 

20750 

i06IX» 

I34OJ0O 

1308 » 

2 DuedSecwiin 

I663J6 

I4S2X)3 

149669 

134947 

9992.41 

1)61084 

404460 

AOOISeimilks 

1633.15 

1431.93 

149669 

133M6 

990019 

1132092 

400456 

0) OonveiMd 

201.15 

108.95 

I32j63 

78.74 

52147 

130967 

9T0,M 

<ii)RegBlar 

I206XX) 

I2I8X)0 

I267X)0 

1221X10 

49I2X]0 

7499.73 

284671 

(iii) Zero Ooima 

(iv) Hanjag Rir 

OuMi 

22600 

lOSXX) 

97.00, 

3729 

46929 

oxn 

982.46 

2133XXt 

31000 

ooc 

(v)GC8 


- 


1.43 

143 

OXN 

45t 

(vi) Repo 





OOO 

OXX) 

1667; 

B SMB Govt Stecki 

3071 

90.10 

ox» 

IMI 

9222 

•9.92 

201: 

3 PSUBondi 

I50L3O 

I23X)I 

4963 

10642 

42936 

199.19 

2161' 

(OTaxhea 

145.10 

41.16 

2320 

53X>I 

26147 

7550 

945 

WTnebfe 

5» 

81g5 

2743 

5341 

16749 

11965 

1215 

4 OoQiBBnsiil PipEB 

37X10 

8000 

45jOO 

lOOO 

9X» 

OOO 

1.5.00 

127X10 

9000 

66XD 

69X» 

3I.C 

1291 

S CMfieMs of Depori 

li 2SXX) 

6 Dtemtutei 

5012 

39.20 

293X16 

lOOO 

3SS3I 

6453 

117-' 

7 nmiM ibaa Bondi 

8 0>ms^ 

1025 

3038 

OXK) 

3629 

oxn 

090 

OOO 

OXK 

1025 

67.18 

(un 

•323 

i: 

224-' 

OwadteteKvatniw) 

2313.91 

2293X0 

199034 

1723JO 

8393X18 

1394164 

5986 


- Nonadiag. <X3 OrHwawatCewpBaaedwiBoadt 

* Incteda N«n-SUt hMtadouil Bondi, SLR l a nftei l n iia l Bonds, Bank Bonds, Piwniu 
Notes, IMlsoflfTI. Cow p enyNoras. 




«< 

oo 

» 

J6 

iW 

.71 

)« 

)00 

iSO 

013 

613 

i*i4 

!) 5 » 

11.00 

975 

.75 

13 

!4J7 

j6M 


AffMiaTAiu;8taaMDAivMMnTOMunaNiwOawiuMWTPArE)i RBrsS(K.DAT* 

(Amomtim ruptts cron) 



Week EmUw Novenber 1997; Yield to Meurtty en Actiul Tndiiig 




Tom for die Mom 


■ 



zr 



14 - 



IrJHi 






AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY 

AMT 

YTM 

CY 

iTlt—yBBt 

(A) 144llvBUIt 

(B) 91-Dqr BBf 
(Q364^Bab 

lOOIDHeiiSacvfetei 
(A)Caavcnad 
(PgrCeai: Ymt) 

219.00 

136.30 

77933 

21X67 

4.89 

3.01 

7.38 

9.62 

11.89 

110.00 

390.12 

467.00 

132.97 

4.87 

4.86 

7.71 

10.02 

11.75 

193.00 

31.10 

302X0 

93X0 

4.93 

3.77 

7.71 

8.84 

12.76 

205.00 

139.64 

336.50 

117.07 

4.97 

6.25 

7.64 

10.07 

T29JOO 

697.36 

1883.25 

11.63 378.31 

4.92 

5X1 

7X6 

9.69 

U.95 

I3.SO , 1998 

60.03 

8.22 

1334 

23.00 

8.20 

13.22 

70X0 

8X0 

13.21 

15.70 

8.01 

13.19 

169.03 

8.19 

13.22 

12.00,1999 

10.00 

8.60 

11.51 

3.00 

8J3 

11.49 

• 

- 

- 

0.50 

8.30 

11.44 

13.50 

8.57 

11.30 

13.23 .2000 

330 

9.63 

1233 

9.97 

10.10 

12J3 

• 

- 

• 

- 

- 

- 

13X7 

9.97 

12X2 

11.73 .2001 

73.00 

10.02 

11.16 

30.00 

10.01 

11.16 


- 

- 

25.00 

9,95 

11.13 

130.00 

10.00 

11.13 

12.30 .2004 
(B)Rc|jdar 

(Per Cent: Ye«r) 

64.02 

10.62 

11.52 

85.00 

I0J9 

IIJI 

23X0 

10.60 

11.51 

75.87 

10.54 

11.48 250.39 

10.38 

11.30 

148043 

1035 

11A4 

1660l14 

10X9 

11X8 

413X3 

10X9 

11X3 2100.96 

10.31 

11.36 6656X7 

10X1 

11.33 

13i)0 ,1998 


. 

. 

9.91 

8.43 

12.70 

• 

• 

. 

- 

- 


9.9) 

8.43 

12.70 

13.62,1998 

48.00 

8.47 

13.18 

10.00 

8.44 

13.17 

4200 

8.07 

13.12 

92.50 

8.12 

13.12 

19X50 

8.21 

13.14 

13.63.1998 

13.00 

8.43 

13.18 

30.00 

8.26 

13.14 

10.00 

8X2 

13.11 

- 

- 

- 

53.00 

8X6 

13.15 

13.00.1999 



. 



- 

24.00 

9X9 

12.24 

- 


- 

24.00 

9.29 

12.24 

13A0.1999 

39.00 

9.48 

12.50 

13.00 

9.42 

12.47 

24.00 

9.43 

12.47 

15.00 

9.36 

12.45 

91.00 

9.44 

12.48 

13.63,1999 

20.00 

8.51 

12.92 

14.00 


12.91 

10.00 

8.74 

12.93 

10.00 

8X3 

12.86 

34.00 

8.54 

1X91 

13.70,1999 

40.00 

8.71 

12.80 

14.00 

8.49 

12.73 

10.00 

8X8 

12.76 

15.02 

8X1 

12.74 

79.02 

8.62 

12.78 

6J0 .2000 

3.00 

9.93 

7.04 

. . 

. 

. 

. 

• 

. 


- 

- 

5.00 

9.93 

7.04 

10.73 .2000 



. 

10.00 

9.63 

10.49 

. 

- 


- 

- 

- 

10.00 

9.63 

10.49 

11.64,2000 

3.00 

9.74 

11.16 

24.00 

9.80 

11.17 

43.00 

9.72 

11.13 

23.00 

9.66 

11.13 

99,00 

9.73 

II.IS 

12.14 .2000 


. 

- 

182.00 

966 

11.51 

92.00 

9.62 

11X0 206.00 

9.61 

1149 480.00 

9.63 

11.30 

12.60 ,2000 



. 


. 

. 

3.00 

9.43 

11.86 

10.00 

9.48 

11.87 

13.00 

9.47 

11X7 

13.85 . 2000 

30.00 

9.99 

12.59 

35.00 

9.99 

12X8 

10X0 

9.71 

12.49 

- 

- 

- 

75.00 

9.93 

1X57 

6.30,2001 


. 

_ 

. 

. 

- 

3.00 

iai3 

7.30 

- 

. 

- 

5.00 

10.13 

7.30 

10.85 ,2001 

210.00 

9.98 

10.58 

234.53 

9.96 

10X7 

107X6 

9.94 

10.32 

210.01 

9.91 

10 55 762.22 

9.93 

10X6 

13.33 .2001 

3.00 

10.14 

12.21 


• 

. 

3.00 

10.22 

1X23 

- 

- 

- 

10.00 

10.18 

12X2 

13.83 .2001 

60.02 

9.99 

13.16 

3.25 

10.03 

12X3 

11.50 

10.00 

12X1 

15.00 

10.12 

1X54 

91.77 

10.02 

12.94 

6.30 .2002 


. 

. 

23.00 

10.41 

7.62 

33.00 

10.41 

7.63 

25.00 

10.43 

7.64 

105.00 

10.42 

7.63 

11.00,2002 

23.63 

10.24 

10.71 

40.00 

10.22 

10.71 

79.00 

10X6 

10.72 

• 

- 

- 

144.63 

10.23 

10.72 

II.IS ,2002 

100.00 

1039 

10.81 

95.00 

10.30 

10.81 

73.00 

lOXI 

10.81 

100.00 

10.29 

10.81 

368.00 

10 30 

10.81 

11.53 ,2002(1) 

3030 

10.34 

11.04 

45.00 

10.34 

11.04 

. 

- 

- 

23.00 

10.34 

11.04 

100.50 

10.34 

11.04 

1X69 .2002 

2.00 

10.23 

11.69 

71.87 

10.30 

11.71 

69.87 

10.29 

11.70 

* 

■ 

- 

143.74 

10,30 

11.70 

12.73 .2002 

15.00 

10.34 

11.73 

35.09 

10.36 

11.73 

12.00 

10.34 

11.72 

80.00 

10X4 

11.72 

142.09 

10.33 

11.72 

13.32 .2002 

10.00 

10.38 

11.81 


. 

• 

- 

- 

- 

- 

« 

* 

10.00 

10X8 

11.81 

13.80 ,2002 



• 

5.00 

10.33 

1X30 

3.00 

10.31 

1X28 

5.00 

10.24 

12.24 

1300 

10.30 

12.27 

13.82 ,2002 



. 

20.00 

10.40 

12.26 

27.73 

1043 

12X8 

16.00 

10.38 

12X3 

63 75 

1042 

12.27 

11.83 ,2003 

10.00 

10.47 

11.20 

35.00 

10.47 

11.20 

89X0 

10.44 

11.18 

262.21 

ia44 

11.18 

396.71 

10.43 

11.II 

930 ,2004 



. 



. 

3.00 

10.32 

9.97 




S.OO 

10 52 

9.97 

12.59 .2004 

323.00 

10.68 

11.57 

186.19 

10.67 
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Bonds 

The bond market suatained iti buoyancy 
during November as about Rs 3^17 crore 
were mobiliaed by three FIs (Ra 1,070 crore), 
seven PSUs (Ra 835 crore) and 14 mi^ 
private corporates (Rs IJ07 crore). Moat of 
the issues were through private placemett. 
The mocKh also witness^ mcrease in the 
issues carrying the tax benefit of Section 10 
(23G) which is applicable to issues whose 
proceeds are earmarked for infrastructure 
sector at clarined by the CBDT. The 
companies which offet^ this benefit were 
GlICL, Rehanoe, KRC, KBJNLandSSNNL. 
The process of bookbuilding also conti¬ 
nued to be in vogue as adopted by Grisitn, 
Indian Clement and KKC. Orasim raised 
Rs 200ciore 12.25 percent and Indian Oement 
Rs 135 crore at 13.25-14.0 per cent 

AniongtlieFIs,thelargestainouniorRs 750 
crore was mobilised by IDBI through the 
private piacement of Omni Bonds (Series 
tX). The defat issue by IPCl consisting of 
stepped-up liquidity bonds and regular 
boiids carrying higher rates than that of lOBl 
by 75 basis poinU (i q,10.S per cent for tne 
yean 11.0 per cent for two yean and 11.3 
per cent for 3 yean) was met with success. 
The third FI which raised Rs 120 crore 
was IIBI which issued preference shares of 
one year at 7 J per cent and 61 months at 
9.6 percent 

Among the PSUs. APRDCoflered attractive 
rate of 13.75 per cent for 7-year bonds. The 
issue was overwhelmingly successful as it 
mobilised Rs 290 ctme M againit the targe- 
tedaiDount of Rs ISO crore. The issue of 
Hindustan Copper carried a very high rate of 
14 per cent for 3 ye»t. ACC came with ita 
Rs too crore private plaoeinent offisr with a 
floatingrate structure. ACCUnkedHicoupon 
rate with Bank Race. Grasim, Telco and TIscd 
^ railed more than Rs 700 crore through 
bonds. The month witnessed the debt 
issues by time local botfies. e g. Vijayawada 
Municipal Corporation (Rs 30 crate), 
Ahmedabad Municipal CotporatioB (Rs 75 
crore) snd Bangalore Mahanagar Pallka 
(Rs 100 crore). 


IV 

Secondary Mailwt 

Gilts 

Eattier. the secondary gilt maiket bad 
witnessed drastic fall in YTMs which 
prompted many banks to mait too per cent 
of their securities to market However, 
despite that, the traded volume dipped in 
November as the c»ll money rates firmed 
up in the fint half of Novomber and the 
inveiton stvted forming expectatknt of a 
rise in interest rale in the second half fol¬ 
lowing RBI'i Intervention in forex market 
AcconUngly, the traded volume of dated 
securities which had surged to Rs 2,893 
crate per week in Oett^ declined to 
Rs I.9MciDce per week in November. ITie 
yield curve remained steeply upward sloping 
(Graphs C and D). 

Repos and OMOs 

In order to absorb surplus liquidity fiom 
the market in a flexible way and to prevent 
inteieat rale arbitnging, the RBI introduced 
a system of daily repos from November 29. 
Under this systoa. the RBI announced a 
fixed rq» rate and the tenure the repos 
on a daUy basis for the followuig day. Till 
Decenfoer 9, it had absorbed a grou 
amount of Rs 7.183 crore of liquidity. The 
repos’Mure was three to four dgys and the 
repo rate was hiked from 4.5 per cent to 
7 per cent. 

EarUer.ascaUa remained aboveSper cent 
levels, thejagular hmrest auetkm repos 
of the RBI received tnkesvarm response 
in the first half of the month leadiiig to 25 
basia point hike in inlereA rate by mid- 
November (TaMe 7). Towards the cioee of 
the momli, however, the iMponie inqmved 
end the auctions cond u cted on No vemb er 
20 and 24 brought in over Rs 10,000 
cron worth of retponte m 4 per cent; 
thelDterBri rale was once again hiked to 
4Jper cent with anedoo contucied on 
Nowmber 27 when Ra 701 crore moU- 
liied, which was also a pneunor to the 
indn^ finning up of shoiMerm tales. The 


Interest auction repos were temporarily 
replaced by fixed rate (which were higher 
than bid rates) repos by the RBI to give it 
more flexibility in absorbing Uquidity. The i 
repos outside the RBI were of moderate size ' 
(Table 8). 

Also, the RBI absorbed anaoximately 
Rs 501 crore wotth.of Hquldity firom the 
market through open market t^reiatioos in 
the first week after which the (M40s were 
less aggressive (Appendix Table). 

NSE operations 

In the secondary markets, hectic trading 
activities were observed in the case of PSU 
bonds , CPs and CDs and private deben¬ 
tures. Among the PSU bonds, demand 
pressure dominated the tax-free segment as 
many corporates strived to gamer tax-free 
bonds to avail of tax benefits for the year 
1997-98. With demand outstripping supply 
thereby ndting the traded value to Rs 257.47 
crore in November, the yield rates recotded 
declines. While the weighted average yield 
rate declined fiom 9 per cent in the last 
week of November, the yteld range also fell 
from 8.12-9.5 per cem to 7.48-9.09 percent 
during the similar periods. (3n the contrary, 
the yield of taxable bonds rose u such 
bonds came under selling pressure with the 
traded value of Rs 168 crore in November 
(Table 9). The wdghtad avenge yield rose 
fiom 11.36 per cent during the fint week 
to 13.17 per cent durii^ the last week of 
November; limilatly, the lower bound of 
range inemsed fiom 10.86 percent to 12.}7 
per cem dining the period. 

Among the other money market 
instrametti, the CP was much in demand 
At a teaulu the traded value jumped to 
Rs 127 crore despite the constancy in then 

yield, Intheprivtiedebt segment, the tradinc 

activities increased substantially as iN 
secondary market yield ttroctore wat 
very attractive as oon q i an ed to primary yicit 
rates. 

{V P PraiMih and Naadial Seagupt* 

aadctolMi the sapportiag review wd MduKi 










COMMENTARY 


ueprint for Rural Primary Education 
w Viable? 

[VMavl 

I Vyaya Sbary Cfaand 
MiRSliukla 


important feature of the new framework being prtqtosed for rural 
nary education is the village-level education committee. While 
h measures seeking to involve local structures, organisations and 
people in the education process are welcome, there is a need to 
ierstand the ground realities which may influence the viability of 
it initiatives. 


! admimtirative approach to education, 
ited during coionial times, fotnised on 
'y-side factors like incieasiitg the number 
estaUishing pre-service training 
res, control through the inspection 
sm, and so on. The limitations of this 
oach have been exposed by the per- 
nce of the problems of illiteracy, poor 
; compledon rates, high proportion of 
in the category of the ‘iiever-enmlted’ 
iveak participation of social groups thtf 
traditionally been outside the formal 
wtion system. This persistence has 
ted in mote attention Mng paid to the 
and factors in elementaiy education and 
e role of the ‘community' or users of 
atiofi in the management of education, 
w focus of the Revised Policy Formu- 
ns atd National Programme Action 
iducation (Government of India 1992) 
eccntralisatlon and micro-planning as 
Miant policy thrusU has been accom- 
k 1 by reneu^ interest in the panchayat 
wi u a decentralised structure for 
rating development initiativet. The 73rd 
74th amendments to the Constitution 
2) aim at a three-tier panclnqrat system 
. system of uiban municipdities. les- 
vely. Section 243G (11 th Schedule) of 
onstitudon of India (73td AroendmetU) 
992 includes, among other items, pri- 
’educatkm. In orderto provide guidelines 
hKadonal management in the light of 
!tsw amendments, a CABECotnmiitee 
mposed a broad framesrotfc for the 
considentiansrhen they evolved dwir 
Mochi^ acb.‘ 

mdal feature of the framework is the 
itkmforaviUage-leveleducatiancam- 
>. panchayat standing committee in the 
of a Bin^ village panduyntt and a 
e educa^ committee in the case of 
sip panchayat. The cotqKMitioo of the 
was spedfled: the number of 
bets had to be not less than seven and 


not more than IS; apart from the chainnan 
or panchayat member and the head master 
of the primary school, a representative of the 
scheduled castes and tribm, a parent and an 
anganwadi worker were to be included. The 
committee was expected to have the power 
to check attendance registers and report on, 
among other things, regularity of students, 
teachea’attendance and school functioning. 
It could also undertake any constiuction and 
repair work entrusted to it, The supervision 
of such committees over adult, nan-formal 
and pti mary education was expected to gene¬ 
rate demand for education among all seg¬ 
ments of the population. 

Ho wever, the states have not taken a sinnlar 
view of the village-level committees. Stales 
like Gujarat, Karnataka and Maharashtra, 
which have taken the lead in panchayati rtg 
issues, do not provide for statutory village- 
level education conunittees in their new 
panchayat acts. On the whole, the states ha ve 
adopted a cautious approach as far as foliow- 
ing the CABE guidelines regarding village 
erhication committees is concerned, perhaps 
unsure of the support for the idea from the 
various stake-holders like the district 
panchayats, teachers' federations and the 
bureaucracy itself. On the other hand, stales 
like Gujarat, for purposes of the recently- 
initiatied district primary education prog- 
tamme. are attempting to aetupvillage educa¬ 
tion cofflinitteesthroughgovenunenionlers. 

While such measures, which seek to 
enhance local-level structures and organi¬ 
sations, ate welcome, there is a need to better 
understand the ground realities within which 
they are lobeimplemented.Deiails pertaining 
to local politkal.economicaDdsoctalfiBctots 
which will influence the operatiaoditation 
and instiiutianatisatirm of such stroctures 
tram be integ r sscdt iu o policy ptapning. These 
delaiU, in turn, can be gathered by using a 
community perspective. Such a perspective 
privileges the voices,experiences and inputs 


of persoru and agens for whom the policy 
is supposedly formulated. Further, a 
community perspective en^es researchert 
Co provide a siiuatian-bated overview in 
which the personal, interpersonal and com¬ 
munity conditions can be interlinked.’ 

Village Eoucahon CoMMTtaas 

The legislative blueprint for viiJage 
education committees (VECs) assumes easy 
institutionalisatian and viability of a formal 
organisation in ru’-tl contexu. Yet, the 
problems associated with the working of 
such formai organisations .md the capacity 
of the people to be active agents in these 
organisations remain unerfdtesaed. Any 
assessment of the viability and feasibiHty of 
a VEC must be linked to an understanding 
of the social and political conditioiu of 
villages and to the variety of factors afCecting 
education. Further, the ability of these 
organisatiotu to be effective in de facto 
terms in the context of the larger bureaucratic 
systems within which they must function, 
remains undebated. Our discussiom with 
panchayat members and school tetefaers indi¬ 
cate that the conditioru governing the caps- 
cities of village commumties to be organised 
towards a rxm-economic goal like education 
ate far more complex than the legislative 
stipulations envisage. There appews to be 
a Itsdc of readiness to institu-tionaKse such 
committees. Many expressed reservations 
about the capacity of these committees to 
perform the functions assigned to them. 

An ovciwhelimng nuttttier of teachers have 
reservations about the formation of formal 
VECs. These stem largely fnHn their 
observations on the susceptilnlity of most 
orgmisations to local and wider political 
machiiiatioiu. Such vubrerabiliiy.it is feared, 
would create tensions between teachen and 
the community. Also, many teachers fell that 
schools were trot considered by panchaytu 
m embers to be central to viUagedevelopmeni 
and hence received minimal tticntion. While 
elected members took some interest in 
gove rn ment schemes such as the rmcMay 
meal plan, other concerns such as the 
comhiionnfbuikiings, facilities for students, 
study akb, housing for teachers, were rarely 
sddretsed* Even diis rtiininul iBi e w4t wss 
dependent on the members'political power. 
Fca instance., one panchayat member loit 
interesi in the wdferc and activities of the 
school as soon at he lost the ctectians. 

Some teachers in a taluka where 
educational levels are low refeired to the 
problemofhavtiig leaden who iRihemtelves 
iUteate ami ditrlainfUl of education. Intuch 
areas even many poliiically active and 
econo m icaily well-^ persons continue to 
be "thumb impression people who carry 


Dwer structures which-have not cballaiged 
iral inequities and disparities. In other cases, 
rganising for collective c«>fioinic benefits 
as been possible only in the context of 
ucals to livelihoods and to resources. 
The problems wit h reference to the viability 
r VECs must also be linked to the problem 
i the lock of a sense of community and to 
le difllculties in organising for collective 
}ais. Organising for education, in thia 
miexi. may be particularly problematic. 
Education and its value remain, by and 
ige. a questionable investment of time and 
sources for many villagers. Yet, the source 
' such negative constructions lies not in a 
ere set of ‘backward' attitudes, but in the 
ructure.role and content ofeducation itself, 
ducation, or the type that is available to 
llage residents, i.'i based oti a system that 
/eiiooks the needs and orientations of the 
lildren and the community from which 
cy are drawn. As one district education 
ficer pointed out, ‘the child has diS' 
>peared'from the primtuy education system, 
ot only is the teachcr-centred system often 
trasivc in its treatment of children but the 
rntent of the education materials continues 
be alien and, in the eyes of many, inelevant. 
the wider context of low employment 
•ponunities, in which even the educaicd- 
'-hard-means arc not employed, the 
levance of education continues to be 
lestioncd. The tendency of the 
edominantly urban and middle-class 
iented education system to alienate tho.se 
Ki have been schwied compounds the 
ectkm of education. 

Though education may be highly valued 
long the dominant, there are conditions in 
lich the right to education for members 
the socially maiginal groups and the low- 
iked jati members remains contested, 
roibers of the High-ranked jati groups and 
I dominant actors of the village often see 
jcalion for the working and labouring 
ite and class groups as a waste and a threat, 
isdenial is linked to the popular perception 
a low-ranked jati memben are incapable 
being educated, and if educated, pose a 
eat to village hierarchies and power 
stions.Thecamsilcxities of the reservation 
!icy and 'upper'-caste resistance to it 
nplicate matters further, 
ichools. introduced and established pri- 
-ity through government en<leavour,exist 
narginal structures which do not receive 
best attention and resources of the village. 

. not uncommon to tee village temples 
ch are well-built and better maintained 
1 village schools. Schools, Chen, have not 
n incoqiorated into the Qamework of 
ural and social aciivtUes wUch reflect 
activities and comfltlons of the memben 
he village. Moreover, as goveminent 
itutions, ichools are often seen as the 
KNuibility of the state. Questhmsof who 


should and would bea^ and who has the 
decision-making power, are not only very 
nebuknu, butarealaocoiitentioui issoeathac 
reflect the multlptedissensions In the village. 

Given the ra^ of problems associated 
with the educatianal system, the structures 
of power, and the ofganisatiooal csfnbUltlet 
within villages, it is not surprising that there 
it a tack of readiness for the institutionaii- 
sation of the VBC. Such a lack of readiness 
will itself betbemainobslacietoany effective 
functioning of a VEC. Any policy or legis¬ 
lative directive that sedts to inititutionalisc 
the VEC, therefore, needs to tdie into 
consideration the following. 

(i) Since schools exist as marginal insti¬ 
tutions which draw the attention of village 
residents only on occasion, there is an urgent 
need toenhance the symbolic and real poshion 
of schools in village commu-nities. The 
physical condition of schools and the educa¬ 
tion levels of the community must be seen 
as central factors i n any devdopment indices; 

(ii) There is need to plan for a range of 
capacity-building initiatives that focus on 
monitoring educational performance, deve¬ 
loping partnerships between teachers and 
memben of the community and networking 
with the otherinstitutionsofihe community; 

(iii) Informal, community-level or 
individual initiatives for education need to 
be recognised and encouraged. A much 
neglected issue, lunil schooling is in need 
ofre-orientati on and support Yet, legislative 
attempts such as constituting VECs have to 
be ba^ on an understanding of the ground 
conditions thtt may thwart such efforts. 

Notes 

1 The framewatk inctoded (i) the stractute for 
managenieiil of education at ibe village, 
iniennediate and district levels, (ii) the 
composition, rolet and AiactioM of the various 
coinniitiees.<iii)ihe powers of the cominiliees, 

(iv) fondiDg m ec h anisma. and (v) organi¬ 
sational support and tndi^ requ i iB B icnts. 

2 This article u based Oft ■ fietd study of seven 
viUages in Gtgarat, titled MmuueaieMof'garaf 
EJacaiiim: flit Viability efVittagtEtbieaiiim 
Cammitteet (Ravi J Mattfaai Ceatre for 
EdocatiotMi Iniwv a don, Inrtiaa It utioi t e of 
Management, Abmedabad). The villages 
(Boriavi, Paliyad, Kainana, Karcbariya. 
Kadtiwada and Sami of Mehaane iBsttict, and 
Kathiwada of Sareadtanagar district) 
lepreacmled combtitalioaa of two ioier-linked 
criteria, econrmiic states of village and 
perceived aclioole f fcetiveoci a .All i e fcitn 8ea 
u this article to diaetitfioiit wMt teactaets and 
tw t un tw i ty m em liew and ihrir epiaioM arc 
drewa front the i aWtv i ew i crmducled rkwag 
the atody. 

3 UadcrtliepRaaMPaaciiayalA«t,nia8vglaies 
with popwaitioni ap to 3.000 have seven 
tnembets and for an addWoital population of 
1,000. two seats are adde d , Hie naasber of 

OB a pwportoi t ai e hatda. Oet of titere aeata, 
ooe-iMrd have so be for wontea. Howevet, 
onfr-ibMofitotoiilwiotetofmiii tortirt l ^ 
dioM lererved aa easts heris for WMBsn, have 
to be oc ce pted hy emmea. 


MANOHAR BOOKS 
ON SUFISM/BHAKTl 

KASHhOBV nANSmewr ID SKAM 
Use ltdc of MttaUm Ehdils 
(Ptteeiitlt to BIgbaecaih Oeadnry) 
Mohammed Ishaq Khan 
1997,302p. Rs. 250 (Pb) 

The Rlshi Movetnent is an integral 
component of the process of 
Islainizatlon that started in the Ka.dunir 
valley In the wakeof the Introduction of 
the Sufi orders fFom Central Asia and 
Persia in the fourteenth cerduiy. The 
author focu.ses particularly on the 
parados artd teasion that the Kashmiri 
Brahmaiijc .society experieiKed a.s j 
result of the Rishis’ advocacy of certain 
virtues, nio.st significantly opposition u I 
the caste system. 

BHAKTIIQJGION IN WWm INDIA 
OMUimnlty,ldaittiyaadMlilcalActloti 

Davkl N. Lorenzen (ed) 

1996, 544p. Rs. 500 
In India, religion continues to be an 
absolutely vital source for social as well 
as personal identity. All maimer of 
groups—political, occupational, and 
social—remain ground^ in specific 
religious communities. This book 
analyses the development of the 
modem Hindu and Sikh communitio 
in north India sorting from about the 
fifteenth century, when the dominani 
bhakti tradition of Hinrhilsm became, 
divided into two currents; the saguni 
and the niigunf. 

Hit/-jrtauDf RBLAiiONaaip 
A Study of the ftamuddhi Datgab 

Desiderio Pmio 
1995,356p. Ha. 450 
The lx>ok is a mine of empirksi 
ittfbrinaticin collected at the Nizairexkiin 
dargah, showing how a aei of belicis is 

used to forge the rebtionshlp betweer 
thepir and his mtrrfd 

’This work dlscnveiBthatpM-muris 
alms at making the disdple see God s 
all things while vety often aUrtwinghlb 
toenjoywonftysucoess.Thl8lsachievi^ 
through a len^y socialisation pirx-ti 
chat spansapretodof time nnglngru^ 
twelve years to a lUetiine. 

— forouroctnpMsdsMgi^fdMsa 
unllstouiaf 

M 'll "I I 'I'.i .sm; I , . ■ I!' uii ■ 



KARNATAKA 

Draftof Universities Act, 1997 

Sappressiiig Autonomy 

MttnfBu’AMadi 


The draft of Karmtaka Universities BUI 1997 selectively incorporates 
the recommendations of the Navaneeth Rao Committee on Higher 
Education to affect a tightening government’s grip on 
universities. 


LAST month the higher education minister 
was forced to resign for the sin of copying 
in the IJ.B examinations almost 20 years 
ago. His resignation had angered a section 
of dalits because they saw in his resignation 
a sinister design to malign him for his 
uprightness, ‘boldness’ and ‘incorrupt’ 
dealings and also for hit social backgnxind 
of being a daltt. But he was alto accused of 
being ‘arrogant’, ‘short tempered’, ‘dis- 
haoouring the academicians’ and believing 
more in disciplining vice-chanceHors than 
his followers. Whatever be the claims and 
counter-claims hii tenure was maiited by 
intense debate on the autonomy of higher 
education and the universities. It is true that 
he was the first education minister to bring 
adegteeoftransparency in the CET selection 
laoceas, introduce reaervalions in the regiooal 
engineering college, etc. However, the 
changes that be brought in ultimately aflectcd 
his intention to bring dmut a new uni veriities 
act The main criticism in fact has centred 
around the fact that the proposed act will 
leduoe the status of all the existing universities 
reducing them to ‘govermnent schools’. 
However, a proposal for a comprehensive 
change had been made much earlier in the 
Karnataka Universities Review Committee 
Report (also called the Navaneeth Rao 
Committee Report). Except for few weak- 
nesiea this Report was much hailed for 
comprefaentive recommendations and a 
detaUedinveitigitionorthe education system 
in Karnataka. 

The oommittee, with Navaneeth Rao, a 
former vice-chancellor of Oamania 
Univeni^ aa cfaaiiperion (other meiribers: 
M V Sheikh AH, Stimilia CWsti, 
Basheeroddin Ahmed and N R Venkatrih) 
was oooititsied during the earlier reign of 
Congnat(l) gov ern ment fbr the purpose of 
“reviewing the Amciioning of the six 
univetiWet of the stale ooveting an aspects 
-a c a d p mic . ad m i ni st rati ve sBdI mp tov em eiU 
fbrhD round deveiofiawiil of the uni verdtiea 
and to ftmiah a comiiiefaensive repoft to the 
<Aaaeellot",‘Ihe tema of reference initnict 
ihe comniaee: (1) to go into the hiatory of 
growth and develo pm e n t of the urdvcfsitici 


including their contributiaiis and to make 
recommendationsfbrniNdoglhem effective 
instruments of leadership and change; (2) to 
make fecommendatioas fbr securing better 
manpower planning for the country and the 
state: (3) to suggest and improve the financial 
conditions; (4) to inqivove the standard of 
teaching and to ensure recniitnient as per the 
leservatio&s; (S) to consider the possibility 
of increasing Ihe standard of research and 
its ‘Anility toecooomicandcoremetcialdeve- 
loproem in die immediate neighbourhood"; 
(6) to make suitable recommendalions for 
examination work; (7) and for better 
interdepartmental interlinking and with 
various central research organisations (8) to 
study the causes for student unrest and to 
recommend suitable curricula and methods 
of insiniction to involve them ‘Tiilly in the 
process of liberation of mind and motivation 
of hand, head and heart rowaids constructive 
purposes"; (9) to remove the anomalies in 
the administrative set up; (10) to consider 
the feasibility of granting autonomy to 
institutes and post-graduate depart m ents; 
(II) to consider the feasibility of making 
state universities as central/federal univer¬ 
sity; and finally (12) "to keep in view a 
penpective of 10 or more yean" in makiitg 
its suggestions/recommendations. The 
committee had submitted its report in 1994. 
but for the last two yean nodniig was done. 
The prepared act contains some of Ihe 
recarnmendatians mcorponted. especially 
those danses which help the govemmenl to 
tighten its grip on the umversidea. 

The Navaneeth Rao Committee nude 
nearly 80 recoimnenditioaa. In the sphere 
of university bodies Ihe committee/ 
commisskin had recom m e n ded theciubbing 
of the academic council nd the senate into 
a lingie body called the academic lenale 
with the iaaer comfahiing the fimcrions of 
senate and the academic conncil. This 
particular recommendation has been in- 
co rporat ed evenintliepropoaedMU.Pinthef 
thefecormnenlmioas indttde the lenamiBg 
of the syndicate as itw cxccaiive counciL 
creadngailaoiBagcoramittaeardKacademk 
tenaie, the planning and monitoting board 




for each univenity, the finaiwe commiltee 
to maruige the finances of the university, 
instituting an inter-disciplinary board, 
university-industry consultative board, 
constituting an academic audit cell, a 
students’ welfaic council, etc. Interestingly 
i t gave equal powen to the executive council 
and the academic senate in Ihe matter of 
ordinances, except in the matters of 
regulations. 

In the case of officers of the univenities 
the committee interestingly bad Recom¬ 
mended the abiriition of the post of pro-viee- 
chancellor - a post held by the higher 
education minister. The proposed bill had. 
given the political significance of the po^ 
outrightly rejected the recommendation. 
Further the committee bad recommended 
the creation of pro-vice-chancdlor and the 
creation of the post of registrar (academic). 
ITie former has been rejected but the latter 
has been included in the proposed bilL In 
the case of appointment of vice-chanoeUar 
the committee had recommended that. ‘The 
vice-chancellor shall be appointed by the 
chanceltor from out of a pi^ of not less 
than three persons recommended by a 
committee consisting of three persons of 
whom one shall be nominated by the 
chancellor, one by the univcisity executive 
and one fiom the academic conncil". Al¬ 
though this has been retained the compositioo 
of the search committoe in the proposed bill 
will pave the way for political interference. 
OnercpRsenlauveofgovemnieMisinciuded 
in the search committee with a note (hat, “no 
person nominated as member of the 
committee ihal I be connected widi the afiain 
of Ihe state government, the university or 
any college or institution affiliamd to the 
univmity". This meais providiagopeniitgs 
to poltticiins or party workers of Ihe ruling 
party. 

llie thiid aspect of the rec omm endations 
are linked and related to cuiricuinm 
ilevelopmenL Its recommendatioiu iaclode 
establishment of curriculum devdopmeat 
council, removing the rigidity in aetoctinf 
subjects, evaluating the courses annually, 
restructuring and updating science 
curriculum, introduciitg Kannada as a 
meifiiun of instraetkm except in adected 
social sciences and acience/profesaiond 
courses, state-level entrance test for 
admission to postgradnate conrse, 
imroducii^ lenesler system, evdudiao of 
teachen, tnnslaurm of works or textbooks, 
and inierection of adenoe, tecfanolofy «id 
engineering courses. However these 
recommendations are not free from 
mibiguitica such as the argumcnis about 
‘vahie educarion'. It it ndvncaiii^ gm- 
thishya parampare of yesteryears or 
pteteni-day moton valoa of fast food, 
computers, or ddexlualitittg the textbook 
edurmtion? 
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Huther, the committee bad reconunended 
autonomy to tbe colleges, including the 
telected uni vereity depaitment and leseaich 
centres. Inieiestingty the committee had 
recommended the granting of autonomy 
straightway to tbe new colleges which “will 
have stipulated better facilities md ability”. 
Here lies the biased nature of the committee. 
It is a fact that no govenunent coll^ea, 
colleges nin by the local peof^ and the rural 
areas with meagre fiin^ will be granted 
autonomy. This would provide space for the 
corporatisation of eduution on a maasive 
acaie'oD the one hand, and the mushrooiraiig 
of high demand collegea ~ manly buiineu 
schools.engineetiiigorptofeasiona]ooUegea, 
on the other. This trend towards the corpora¬ 
tisation of educadop can be seen even in the 
recommendatioiu for a larger interactioa 
between university departments and 
industiy, nominating scientists from the 
indiisiry as experts, generous contribution 
of.'industry to the departments, appointing 
distniguithed scientists of industry as aryunct 
professors, etc. 

The other important recommendation 
which has larger implications it related to 
the reotganisation of umversities. For the 
first time federal university status has been 
given to one of tbe oldest universities in 
Karnataka as weH at in India, the Mysore 
University. At the same lime die cotmnittee 
has not been able to explain the status or 
character of federal university - u it central 
with all-India character (like the JNU) or 
central with regional character (like 
Hyderabad)? This has led to confusion in 
the academic circle. Meanwhile it wants the 
“central govemmem to take over Mysore or 
Bangalofe university and conven it into a 
central univenity”. In fact the govemmeai 
is reluctant to hand over the universities to 
the centre for the simple reason that it will 
curtail the role of the state govenunent in 
recraitinents, appointments and student 
politics. However, other leco mm endationi 
at establishing Karnataka Univenity of 
Health and Medical Sciences, Kanuttaka 
Technical University, Horticultuie Univer- 
sily are the wdcome part of the report 
Other lecommeodations in the matters of 
financial management, state institutes, 
opdmimi utiiisatimi of fadlidcs; etc, have 
no larger implications except thu they will 
allow policing the campus by the campus 
security force. This mi^ bring a kind of 
peace to university canqxis, along with tbe 
fact that the fllteriiig of studenu in the 
eligibiHty test will add to acadenttiatian of 
academics on the campus. AH these ate now 
under threat, espeddly with the propoeed 
Karnataka Stale Univetshks Act, 1997. 

One of the proposals of the Act.of 1997 
orthe bill is to cnloge the powers of the 
chancellor or the governor so as to control 
the university with ease. Aproposal to nnend 


the seetkm 8 of the Univeirity Act is made, 
wUch win give the gover nm ent and the 
chancellor the oeoesstty power to control 
and superintend the universities, and that, 
universities are bound to impIemcDt diiec- 
tions given by the govenuneni/chancdlor. 
In fact, the earlier Act of1976 vested Aio i utg 
power with the vice-chancellor over the 
afTairs of the university. Although tbe state 
government had alto some power to inspect 
the universities, through tlw choiceUor, its 
powers were limited to four Important issues 
like administrative, inttitutioaal (buildings, 
libraries, workshops and equipment), 
academic (examinationt and teaching) and 
“any other matter connected with the 
university.” Only if misuse of powm, mal¬ 
practices in examinalioiu, etc, were brought 
to light did the govenunent interfere in the 
matteis of universities. Otherwise govern¬ 
ment interference was limited. 

Increasing the power of tbe government 
vis-a-vis the universities can be seen in the 
matters of “annulling any order, notification, 
resolution or any proceedings of (he 
university which in its opinksi is not in 
conformity with the provision of this act or 
the statutes, legulatioiit, or ordinances or it 
otherwise inconsistent with the policy of the 
govermnem". At the same time it added a 
note that it would “provide an opporiunity”. 
Here lies the problem of intopietliig the 
ordere of the univenities as ‘disiionouring’ 
or ‘honouring'. This would pave the vray for 
chaos, confusion, groupism, gangsterism and 
oommunal hatred. It is no exaggeration that 
an order of prohibiting students doing more 
than two degrees from tbe same university 
(for exanqrle. Urn vetiky of Mysore) has had 
profound influence on campus traoquiliity. 
It has reduced and brought to an end group¬ 
ism, mafia gangs operatiiig in the campus. 
Will the same peace prevail on the campus 
after the i mp l e inentation of Act of 19OT? 

One of the clauses that has come under 
ifvere criticism is related to the issue of 
awarding honorary degrees In ‘exceptfonal 
case'. Earlier Act of 1976 made it cto fliat 
“tbe boooraiy degree should be conferred 
on a man of giea distinctlan in any academic 
field; eminent person in the public life or 
tendered public servipe”. TMs particular 
clause wa/often abused. Some times 
honorary degrees like D Lit were oonfened 
on unkiiown persont for having paid a huge 
■mount to the univeriity; or to sppease the 
poUtical bosses or get pt^tietd mileage from 
it The present propo^ act has made the 
whoieexecetieofcaiifierriiigd^feesavagiM 
one mainly by adding the clause that. 
“Honorary d^ee or academic disthtetioo 
be conferred on soy person on the ground 
that be if in iheif optnloo, by reason of 
emincni Wtainmenl and posidoit, fit and 
proper to lecdve loch dcqpee". 

The ctance on ‘Innsfer of employees” 


also has beoomd a point of ciidcinL Urn 
proposed act has ireatsd tha transfer as 
incidence of service ‘id least three flaies 
ntfOQgDoai ots wcviov . tno uniTBiBiQr ^ci 
of 1976 although it pres cri bed mnsflHTiiig 
die employees, it was mote of li Bi nctory 
thoi mmiitiofy”. Ihitead of trantferring to 
otherunlveritties for ad mlnlrt r ad ve reasons, 
most ■ppropfiate would have been to trstts- 
fer tbe facidties to difioent d epa rtin eati in 
tbe sane mdverrity so that k would hdp 
interdisciplinary studies, the latter is laddog 
in Indian univerritiet. In addltioa wiH the 
tramfer exempt a person or relieve him from 
the responsibilities of past deeds or the 
mistakes committed in his earlier emidoy- 
raent/place of work. Since the imerv^on 
of the state government is very dear, there 
is no guarantee that thit clause will not be 
used as a tool to punish the teachers who 
are not falling in Ifoe with official policy of 
the government This clause might become 
a tool for political vendatta: 

(he chancellar may suo moto or on the 
reoommendatianofibegovenuneatmayfbr 
administmi VC reasons transfer any emplayee 
holding any post in the univeniqf b> any 
other univmi^ estaW i ilied under tida act., 
The ChaaceUar shall be deemed to be the 
appointing authuriiy in respect of pons behl 
by person to iranafeRed... every employee 
of the imiveraky shall be liable for trsaafa 
to any other universky hi the state m to 
incidence of service « lewt three times 
thro«tglK|ut Us servloe. 

* 

Tbe most dangerous aspect of th e proposed 
act is related to the puniihineiit meted to the 
teacbcfs who are found “guilty of bieadi of 
duties” mainly exantination work “rdatiog 
to paper sett^ invigilatioa, soperviskw. 
evaluation, conduct of practical examina- 
tfons, printing of question papers and answer 
botrics, tabulation and prqiuation of marks 
cards”. This clause simply takes away the 
bask right of disaent thereby negating the 
“right to strike or boycott”. The pintiahmeiit 
that it prescribed makes no difference 
between a crimiiial oommittlng a big crime 
and a teacher committing a crime of 
‘boycotting’ exminatioa work: “Hesball be 
liable for punishment or conviction to 
undeigo imprisonnient for a period which 
may extend to two yean or a fine of Rs 2,000 

or both”. 

However, the propoeed act alto includes 
lucb itaues at miiUng a rotter tyiteni 

mandatory,adequnenpteMkationofOBCs/ 

SOSTi In the uoivettky bodiea and expot 

ooininitt 06 tttciitii§iyiiodiintnoBBiPiWw>i 

etc. But these propoaala will loee all (heir 
meaninp once the govenmeat nsris ■ 

intervening in the day to day affeks of the I 

umversities. Unleia and until the Mtonomf I 

of the univenkiea b restored and defended I 

the govemnient will oontinue to tuf) I 
udventities imo ‘fove mm ent achobls'. I 



Womb’s Labour and Migration 
The Case <ji the Santhals 


raiyallao 

Knmr Rana 


With erosion of traditional livelihood and few local options available, 
Santhals have been forced to enter the labour market as migrants. 
Faced with a negative impact on schooling and health care, poor 
living and working conditions, and constant fear of sexual abuse, the 
entry into the labour market of Santhal women in particular is nothing 
but a survival strategy since staying at home could mean starvation. 


THE Mtting ii Dumka town in Samhal 
Parganai, Bihar. It it 4 am and Bitia 
Klsku, a Santhal wonm, about 30 yean of 
age, it already up and about in village 
Oiaitpur. The vUI^ it about 10 kmt away 
from Dumka. A mother of three young 
danghten, aged 10,7 and 3 yean, the quickly 
cleant the houie, fetcbet water and then 
cooki the food for the day. She has her own 
food and leaves home by about 6.30 am, 
walks two kmt to the roadhead and then 
taket a bus to Dumka. She arrives a little 
after 7 am, on this hot April morning, at the 
main square of Dumka, Tin Bazar, that is 
slowly Uling up with more women and men 
like her. come to find work in tome 
constiuctioa rite, to be aMe to earn for the 
next day's meal. 

Slowly potential employen come to the 
square, walk around talki^ to Ihe labour, 
and deciding on whom to employ. She is 
picked up, with a group of other women and 
men, for working on a house construction. 
The emfdayer is caraiy. He pushes his clock 
back, so that more work can be extracted 
from the labour. The men often take breaks 
to chew tobacco aid smoke bidis, but the 
women are not allowed to do so. Even if 
they stop work to drink woer or relieve the¬ 
mselves, they ttc taunted by the employer. 
He rrimkes them, while simultaneously 
enticing them to provide him some personal 
services. Sexual abuse is a constam fea 
gnawiiy at ihe women labom. 

Bitia retoited to the employcr'ssuggestions 
In take some water to him at one corner of 
the ploT, and so when work was completed 
in die evening, he scolded her for not working 
well, and paid her less that what was agreed 
upon as die wage. As it is. a woman’s wage 
at Rs 23 per day is less than that of a man 
at Rs 30 per day. Apart from her daily 
provisions, Bitia had wanted to-buy 
aumediinf special for her children, now this 
hope was dashed to the ground. Her husband 
wu also expecting her to save some money. 
^ith wfamever she got. she bought some 
tice and oil and went home. 

I'lred and afraid she ictunied home. The 
chlldrta ran to her shoudiig,‘what have you 
Rwbt today".‘Ttolhing today", she 
aaid, aa she put down her tUiw and wem 


into the house, "1 will surely get you some¬ 
thing uimorrow". Once home, she can’t afford 
to relax. She gets down to work - fetching 
water, cleaning the utensils, cooking and 
feeding the family. Her husband looks alter 
their small plot of land and minds the goos. 
That too not very effectively, as one was 
missing and Bitia had to go out in search 
of the animal. Apart from not helping much, 
her husband rebukes her for not making any 
vegetable that day. She says that she didn’t 
have the money for buying v^etables. There 
is a minor quarrel between husband and 
wife. How'is Bitia to tell him why her money 
was deducted? Would he understand her 
fears and apptehensioiit? 

This it not a unique case, but could be the 
story of any Santhal woman labourer. The 
land they have is not sufficient for their 
survival. Over the years, these has been a 
gradual alieiution of land to both non-tribal 
traders and moneylenders in lieu of unpaid 
debts and better off amongst the tribals, who 
have adequate capital and resources for cul> 
tivation of adthtianal lands. In many cases, 
the original owners themtelves cultivate the 
lands either at mere labourers or at 
sharecropper s . 

In addition, earlier the collectian of some 
forest produce throughout the year, such as 
mahua, tamarind, kendu. mangir, jackhuit, 
sal leaves and seeds, vegetables and roots, 
gave them an additional source of both food 
and income. The timing of these forest pro¬ 
ducts too was such that the collection of the 
major income-earnets, thM is. mahua and 
kendu leaves, coincided with the lean su¬ 
mmer tnonihs. Along with a little farming, 
they were hence able to eke out a living. With 
the gradual destnictioa of forests, the r^- 
iotu are now reducing. Dwindling availability 
of forest produce - food, Aiei, medicinal 
herbs, etc - has deprived them of a supple¬ 
mentary source of both income and food. 
Where collection of these petrists, itimpUea 
women travelling loager disUnces with 
heavy loads. Cultivatioa of a single ninfed 
crop can see them through only dm to four 
moiilhs. Despite an abundance of rainfaH, 
sources of irrigation are not well developed 
in die area, or equitably distri-biited to 
facUiuse double cropping by all. ’The ordy 


option then it to engage in wage work locally 
or migrale to other parts of the country. 

Another group of women labourers we 
met at Tin Bazaar said that they would mi¬ 
grate to Banttuunan diatrict of West Bciigal 
for transplanting paddy, once the inonaooo 
rams came in the montha of iuJy-Aaguat. 
Both trends, wage-work and migratkm, 
appear to be increasing over the last couple 
of years. 

WostBN’S MOXATION 

In a study of three villages io Batfoaman 
disuict, Narayan Banetjee (19S7) found ttmt 
Ihe Santhals' ‘seasonal migntion has atmoit 
become a traditional practice'. While wooin 
mostly migrate there as agriculmral labour, 
four times a year, during the piantiiig and 
harvesting periods for oic kharif and rahi 
crops, men often go for longer periods and 
to more distant locations. In fact, the duration 
and distance of migratioii, along with the 
nugnitude, is a good indicaior of the fragile 
nature of Santhal livelihoods today. 
Increasing number of labour and migTntt 
is a pointer towards the deterioratkm in 
traditional livelihoods. Female migrmfon 
particuloly, is not undertaken with a view 
to earning better or higher incomes, but is 
a definite survival strategy, where staying 
at home could mean starvation. 

During a tecem visit to Dumka in July, 
to explore the process hiither, we took a trip 
to Bardhaman. The bus-stand u Bardhanan 
had been converted inlo a labour maritet 
While men and women were pouring in from 
Dumka. Bankun, PuniUa. etc, there seemed 
to be more number of potential employen 
at the moment They are particularly 
dependent on labour from Dumka, aad 
worried that they had not yet arrived in latge 
numben. Sana! Dutta of Mahachanda viD- 
age was negoiiriing with a few viUagets it 
the bus-stand, when another farmer too 
approached the tame labour. Interestingly 
enough, though the walkers tried to baigmn 
for a higher wage rate, than the p rev al e nt 
one of Rs 23 to Rs 27 per day, |dus one and 
a half kilos of rice, some oil. pulses and foel, 
the farmers seemed adamant not to let this 
happen. A striking aspect was that a inigarity 
of the fanners here have some secondary 
occupatioaatwell,wbedierasatrader,peity 
businessman or quack. 

Said Hanu Mian, a fomer with 30 bighat 
of land, ‘!thcre is not much profit in agti- 
culhite nowadays. After meeting costs, we 
bsiely manage to earn Rs IXXlbperbtgha." 
He hoi sem an agent to Dumka to collect 
labour for transplanting work in his lielda. 
Though this meant a Httle extra cost, the 
wofk on his fietds was well under way. The 
agents usually give the Ubour some cash 
advance for the nuinienanoe of their homes 
in the village. This however ensures thnt the 
labour are loyal to him, and having received 
already a pan of the ptymeat, work hsid sc 
their task. It is perha|» a form of bondage. 
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tiiougb not in a very vinileflt fonn. The third 
method of Mcuring labour is to develop 
rappon with a group of labour over a period 
of time. In such instances, a meaiage sent 
is enough to bring the labour to the fanner's 
fields. 

Bardhaman district, with a total popu¬ 
lation of 60 lakhs, is estimated to have a 
cultivated area of about 4.64 lakh hectares 
in 2,S70 villages. If 75 pm' cent of this area 
is under paddy, that is, 3.5 lakh hectares 
(17.5 lakhbighas), this would require about 
4.5 lakh workers for a period of 30 days to 
complete transplantation wotk (8 woiken 
can complete one bigha every day). Assu¬ 
ming 25 per cent to be local woikm. it still 
means a massive inflow of almost 3.5 lakh 
migrant wwken during the transplantaticm 
period. And most of these migrants are 
Santhals, scattered across different parts of 
Bihar and West Bengal. 

Santhal labour is the backbone of 
agriculture in Bardhaman. While there is otM 
group of labour, the larger group, that 
migrants here from Dumka for 20-^ days 
each during the planting and harvesting 
seasons, there is a smaller group that has 
settled here for the past several years. In 
Khelia village, we met four women who had 
settled here for the past 10 years or so. Their 
homes were very small thatched huts, built 
on a waste plot beside the road, with no 
facilities whatsoever - light, water or 
sanitation - a stark contrast from the 
traditional, spacious Santhal homes. Any 
increase in income seems to be offset 1^ 
the much poorer living conditions. This 
settlenient however suits the local farmen 
well, as these labour are available for weeding 
and smaller tasks during the period 
intervening trwisplanting and harv^ng. 

We met another such group at Shlvpur 
village, most ofthero women, litey migrated 
here 15 to 20 years ago from Madhudung 
village in Rajshahi district, now in 
Bangladesh. Their forefathers had been 
settled there many years a^ perh^ by the 
British indigo planters. Fiiumdal insecurity 
forced them to migrate again in search of 
work. Though away from the Santhal 
Parganai for many generations, Selina 
Hembtum ,and Nibnoiii Hansda were still 
speaking in Santhali. They also perform the 
traditionB] Ssntbal rituals. TUs aspect of 
cuHwal rootedness, of trying to mtinttin 
ktoship networks, was very marked amongst 
the migrants. Lives in a slum-like situation 
can be very isolatiag, and women puti- 
cttlarly try tokeepupaocialandkHinetworks 
and support structures, that could help them 
in times of crises or at least be sympathetic 
totheirptoblems. Musi Maranth, is, working 
in a rice mill, meigiaaed that though aettled 
here for many years, bis parents still go to 
th^ancestral village in Dumka twiceayear. 

In Khetiya village, we met a group of 10 
taboiu, both men and women, iranqijantiDg 
on Hanu Mian's fields. Hailing from 


Shaharghaii near Dumka, they were brought 
by an agent to the fanner’s bouse. They have 
bm accommocbted there and ate given 
their daily mions. The bulk of the wages 
are accumulated with the employer and given 
to them at the time of their deputure, while 
a small part it spent on expenses dutlt^ their 
stay. Though die employers are tuppr^ to 
meet the transport costs of the wmkots as 
per the pro visim of the Inter-State Migrant 
Worken Act, 1979, in most cases the workers 
travel at thdr own expense. Even if the agent 
purchases the tidcct for them, the money 
spent on this is deducted from their wages. 
At the end of about 25 days of work, tiiey 
hope to take back sums of Rs 300 to Rs 400 
per person, and some grains that ate saved 
during the period from thdr daily rations. 
This money would help to sustain their 
households during the hungry months of 
August and Septend)cr, till their maize and 
some upland paddy is harvested in the 
beginning of October. 

Hoponmai Hansda, about 25 years old, 
had (nought her two young children, aged 
6 and 4 along. She nowhere to leave 
them at home. An important tension for her 
was the lack of child care facilities. Moving 
between Dumka and BanPiaman four tiroes 
a year, the chances of education for these 
children seem remote. Another woman 
Mulri Soren had a little baby with her. 
Though in this group the women themselves 
took turns to k^ an eye on the children, 
it is not uncommon to find young girls, 
accompanying groups of men and women 
labour, with the spedfic purpose of taking 
care of the young childiai. This is also 
confirmed by a study on migration in this 
region conducted by Loket^ Ray as a 
member of the Centre for Women’s 
Devefopment Studies (CWDS) team in 1989. 
Looking at auendance records in primary 
schools in villages of Dumka, we found very 
low attendance levela, both for boys and 
girls, but more so for girls. Some schools 
bad even declared the period as ‘vacation’ 
for agriculture. Titii coidd pnhapt be a 
lesson to the totally insensitive education 
system in the area about the seasonal cycles 
of cMIdren’s vrotk, and hence the ne^ to 
plan the school terms and vacation! according 
to their neet^ rather than the admlniitnti VC 
convenienoeofiii^fonnity.Wlietiicrengaged 
in local labourer mipating to BanAuuii, 
there is an additiaMi burden of work on the 
children during this period. The girls take 
over many of the household functions 
inchidittg cooking, cleaning and cate of the 
younger sibiinga. apart from giaziag the 
cattle and are hence untiUe to attend school. 
In Kutwmaad village, we w^ted near the 
school ahng with the teacher, but even an 
hour after the scheduled time, not a single 
child had turaed up. The seatonal 
skma of agricultumi work and of poverty, 
however, ate ruely udten into account in 
devdopmoit policy ml practice. 


Apart from Hopoonud and Mutil, atoat r 
the others in this group, however, bad fttaU 
in their village to take care of th^efaUdren 
cultivation, poulny.andcaitieiilltlHirntiim 
IntetcAlngly oiough, there were fqpr ima 
too in this group of 10, engaged in tnnS' 
pUntiog paddy. This teemed unusual, ai 
transplantation, a back-breaking job, i. 
generally conudeted a woman's job. Apar 
fiom lade of alternate liveUhood options, - 
major factor for men accompanying anc 
working with the group, appears to be Ibt 
risk of violence and sexual harasameot tha 
tin^ Santhal women face, whey they ootm 
out for work. It is assumed that in theh 
desperation for earning, they would also b. 
open to satisfy the sexual needs of thd 
cmployetB and others. There seenu to be * 
“tadt acceptance by men of the faa tha 
women would be exploited by outsidert’’ 
says Mitni (1987) in a case study of Santha 
women's lives for the CWDS. In fact, after 
this is assumed to be a part of the oottiracL 
Opeit to exploitation due to their weak 
bargaining position, Santtial wmnen set out 
with a deep fear in their hearts. Their onl;, 
consolation is the support they miglit receive 
from their kin-group, and the men 
accompanying them. Joint migration with 
men, for the purpose of physi^ security, 
has now become the rule. Even if it is not 
possible for ail couples to migrate together, 
they ensure that thm are at a few men 
in each group migrating from a particular 
village or kin-gtoup. 

Male Miosation and I'm 

Impact ON Wombn’s Lives 

The other aspect of migration is male 
migration for longer periods of time and to 
more disiam locatiofu, mainly to road-buil¬ 
ding and other construction sites in north 
and north-east India. In Jamabaihar village 
of Jarnnmdi block, Dumka diitiict, we found 
that the majority of men migraled for six 
months from April to November for road 
construction to Uttar Pradesh, Assmn and 
Kaahntir. The contractors come to Dumks 
to enroll worken during the roonth of Ma¬ 
tch. The men are paid between Ra 1.200 
toRs lAOO per moitth, given tarpaulin for 
putting up tents at the oonstniction site, and 
teimlwned medical costs. Tra n spor ta tion 
costt however are borne by them. They do 
send money home by money order, but the 
women metido o ed that the lemlttaiKet art 
often irregular. Many men bring the money 
witii them when they leaim hmne. This it 
then ueed for houee repair, repiqrment of 
debU or oltHr expenses. It hence does 

not contribute much to the daily mainte¬ 
nance of the home. Male mipatkM actually 
enha nc es both the physical and financial 
burdensoD the women, in termaofoveiwori. 
leaiting to poor health and indebtedness. The 

need to tun the houwhotd on a daily basis 
till such time as the caihtcmhtanoe, usually 
tna d f iq i ia te , arrives, ai also oope with the 
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cblUlreB and family relationihipi alio 
enbancei emotional loeu and leniioni. 

To compound matters, in Jamabaihar 
vUliVB, all land is owned by a single bhumihu 
landlord. Though originally their own, 
inability to pay icveiRie, made the bhumihar 
intervene and do so. Gradually, along with 
the revenue leceipti, he also got the land 
recorded in his own name, rendering the 
local people landless. The women lease in 
the same land from the bhumihar. but in the 
absence of irrigation are able to cultivate 
only one maize crop on the land, SO per cent 
of the yield of which goes to the laiuflord 
as tent Cash advances taken for agriculture 
have to be retutned with 100 per cem im¬ 
ereti after the harvest. With men away, 
women have the sole responsibility of car¬ 
ing for their homes and cattle, and hence are 
fonred to look for jobs as wage labour in the 
surrounding villages. This brings us back 
full circle to the woman labourer, faced with 
prospects of sexual harassment, unable to 
satisfy the needs of her children or nurture 
personal relationships. Not only in the case 
of migrant women, but here too, children are 
gradually drawn into the workforce, in a 
supportive role, if not directly. 

Conclusion 

Case studies from different parts of India 
show that deforestation has exacerbated 
migration by both men and women. 
Development policies, whether the building 
of big dams, taking over of forest and 
agricultural lands for industrial enterprises, 
or restrictions on the local population 
regarding the use of forests and common 
property resources, has meant a loss of con¬ 
trol over basic resources for local women 
and men. As household maintenance 
fruKtions are generally the responsibility of 
women in the gender division of labour, 
deforestation has meant walking longer 
distances for ftid, non-avatlabiliiy of food 
items to supplemem the diet, such as greens, 
berries, mushrooms, etc, and lack of 
opportunities to earn a little extra income 
thitxigh the sale of tooth twigs, leaf plates, 
raw mangoes and so on, making survival 
difficult. With few local options available, 
they are forced to enter the labour nuuket, 
whether locally or as migrants. 

Though the consequences of migration are 
more Mark, in terms of the visible negative 
impacts on schooling aod health care, poorer 
living and working conditions, and constant 
fear of sexual abuse by strangers, the entry 
into the labour market by a large number of 
Santbali, is in itself a reflection of a society 
lie^ of a pnrceii of devehtpment 
iirai has diqilaced large numben from their 
traditional livelihoods without providing 
tod siistainaWe options locdly.lt has 
a slow death, a process of detiniciian 
afforests (hr eomnerolal purposes and alto 
‘blearing for agricaliure by non-Samhal 
'^migrants, aoconpenied by the alienation 


of Stoihal lands primarily through loans and 
control over capital by a (hw. 

Dufflka has fe^le lands, iirigdedby forest 
streams. Irrigation, tome d^pee of capita¬ 
lisation to facilitate double cropping, 
enhancing employment opportunities 
locally, and access the poor to crecht and 
other resources, seem the only way to stem 
this tide and bring security back into the lives 
of the Santhals. There are a few examples 
available locally of enterpriting farmers who 
have secured access to irrigation through a 
government programme for wells, started 
cultivating a mix of food and cash crops and 
gradually improved their living conditions 
as well as social siaiiis. What one has to 
guard against however ia the control of 
resources by a few, leading to exploitation 
of the assetless Santhals by some amongst 
them. Their custrmiaty paradigm of comm¬ 
unity ownership has ^ lost somewhere 
along the way, and replaced by individual 
progress and fulflImenL It is time now to 

BANGLADESH 


TWO recent judgments by the Bangladesh 
High Court are significant and would render 
great service to the cause of Muslim women. 
Thereisabiggap bet ween what Islam teaches 
and how Muslims treat their women. Musli m 
societies not only in south Asia but almost 
ail over the world treat women not in keeping 
with the pnMXHinceinents of the holy Quran, 
but in keeping with their own past socio¬ 
religious ethos. And. in order to legitimise 
their behaviour, they invoke the earlier 
interpretations of the Quim. The mull is 
that women in Muslim countries as well as 
in Muslim societies lag far behind their other 
sisters in many respects. The past-oriented 
Muslim men not only legitimise their 
resistance to change in terms of Quranic 
pronouncemems but also justify their action 
by using invented logic. 

The two recent judgments of the 
Bangladesh High Court are. therefore, very 
welcome. The first judgment was on the 
lines of the Shah Bano judgmeta of the 
Indian Supreme Court in the mid-1980s and 
the other wu about the validity of poly¬ 
gamous marriages. The first ju^meru on 
maintenance has been teportedinTViMafca 
Lam Reportt (S4, pp M-S7). Though the 
secoud judgmM on polygamous marriage 
la not reported yet, news of it has appeared 
in a Bangladesh paper {The Battgladeth 


revive some of the traditional values and 
customs, those that ensured livelihood 
sccuniy to all memben of the community 
on a more or less equitable basis. 

(The suppon of Manai HetnbnuD in profiling 
Hiita Kisku is gratefully ncknowledged.] 
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Observer, Dhaka, December S, 1996). 

If courts in Muslim countries take such 
a liberal and progtvssive view, the conditiott 
of Muslim women can be radically trans¬ 
formed. Of course, much dqiends on the 
social ethos for their effective implemen¬ 
tation; still such judgments can go a long 
way in bringing about (he desired change. 
Not that Muslim society is static and no 
change is taking place. Many Muslim 
countries have brought about significam 
changes For example, polygamy is banned 
in 'Dinisia. Turkey, of course, has abolished 
Shariat laws and imposed the Swiss code. 
Also, there are Muslim cosmtries like Iraq, 
Jordan. Pakistan and Bangladesh, among 
others, which have subjected bigamy or 
polygamy to statutory control. But still much 
needs to be done. 

The judgment on maintenance was 
delivered by Justice Mohammad Gholam 
Rabbani and Justice Syed Amirul Islam in 
the case of Hefzur Rahman vs Shamsun 
Nahar Begum. The family court bad decreed 
the suit directing (he petitioner to pay laka 
48.000 as the balance dower-money and to 
pay taka 3,000 to his divorced wife as 
mainteiunce forihc ‘iddai' period. However, 
on appeal (he ditukt ju^ reduced the 
maintenance to taka 600 prr month fur eecli 
of the opposite party (i e. wife and child). 




Couit Judgments cm Muslim Wonm 

Asghar All Engineer 


Two major decisions of the Bangladesh High Court, on the 
maintenance of divorced Muslim women and on the validity of 
polygamous marriages, augur well far the position of women in 
Muslim countries and societies. 
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The teamed Mgb court Juitge* held tiMt each 
of the opposite parties was entitled to get 
from the petitioner an amount of taka 1,000 
per month as maintenance commoisurme 
with the status and meaiu of the petitioner. 

The learned judges then addressed 
themselves suo motu to the legal rjuery as 
to whether the first opposite party could have 
claimed maintenance beyond the period 
iddat. The learned judgm' referr^ to the 
iiyunctions of the holy Quran (Abdullah 
Yusuf Ali's translation which was consulted 
by the Supreme Comt of IndTa also In the 
Shah Bano case). They refer to mainly two 
verses of the Quran: ‘Those of you who die 
and leave widows should bequeath for their 
widows a year's maintenance and r e si denc e; 
but if they leave [the rondettce], there is no 
blame on you for what they do with them* 
selves. Provided it is reasonabte. And God 
is Exalted in Power, Wise. For divorced 
women maintenance [should be (uovided] 
on a reasonable [scale]. This is duty on the 
righteous. Thus doth God make clem His 
Sgns to you, in order that ye may understamT 
(2:240-42). 

The teamed judges also consulted the 
Hedaya, the aitihatic text of Shariat law for 
the Hanafi Muslims. They discuu how to 
understand the Quran and refer to the venes 
of the Quran itself to evolve a method of 
understanding them. In chapter 54 God 
repeats four times the verm “And We have 
m^ the Quran easy to understand and 
remember, then is there arty that will receive 
admonition?” 

Then the judges observe, ‘XJuran itself 
prescribes its rule of study; He it is who has 
sent down the Book; in it are verses basic 
or fu n da m e n tal. They ate the foundation of 
the Book: othms are altegotical. But those 
in whose hearts is perversity follow the part 
thereof that is allegorical, seeking discord, 
searching for its hidden meanings, but not 
one knows its hidden meaning except God 
and those who ate finnly rounded in know- 
tedfesay'WebelieveintheBook,thewhote * 
of it it from our Lord*; and noiK will gtwp 
the Message except men of undentanding” 
(3:7). Pirom the above vene the teamed 
judges conclude that “...according to 
Quran... its verses are easy to underttiaid. 
That it to uy. Quran preicribea rule of 
literal construction its verses. Thit role is 
a univeiaal one.*' 

The judges also refer to the fact that‘This 
literal study of the (juran it discouraged by 
a section of Muslims. They insist that the 
readenshouldfollQwanyoftheinterpieta' 
tionsgivenbythefecogniaedearlyiciiolati.*’ 
But the judges refer to yet another verse rrf 
the (Juran: Those to whom We have aeat 
the Book study [it] u it should be studied; 
they are the onea that they bdteve therdpT 
(2:121) and conclude that aU belteven him 
tiierigte to study anduadentandlheae veiiM. 
These verses, the Judges say, diiect 
oontinuous study of the Quran wdiich is far 


co nfo mi l ty with the dynamic, progre asi ve 
and universal character of Islam. 

The Lahore High Court also bad obierved 
(Rashida Begum v Sbdi Din and Others. 
PLDIMO. Lshore 1142): “.i.it is quite cleir 
thtt reatUng and undentanding the Quran is 
not the privily or the right of one teitivklual 
ortwo.IiisreveatedineaayaodundetitaDd- 
abte language so tiiat all Mtuliim if they try 
may he able to underatand and act upon it, 
is thus a privilege granted to every Mualim 
which cannot be taken away fimn him by 
anybody, however highly pteoed or teamed 
he may be.” The ju^es then very rightly 
and pert in ently observe that *Tf the inletpre- 
tationof the Hdy Quran by tireconunentalan 
who lived thitteen or twelve huixlted yean 
ago is conskteted as the last word on the 
sulject. then the whole Islamic society wilt 
be shut up in an iron cage and not allowed 
to develop along with the time. It will then 
cease to be a umvertal religion and will 
remain a religion confined to the time and 
place when and where it was reveatecL” 
The teamed judges conclude that a civil 
court has the jurisdiction to follow the law 
as in the Quran disregarding any other law 
on thesubject.ifcontrary thereto,even though 
laid down by earlier jurists or commeotaton, 
maybe of great antiquity and high authority. 
Th^ then proceed to conaidef the literal 
meaning of the verses about raaiitfenance 
(by lefoning to the Arabte dictionary for key 
words like ‘marooT and 'mala') and come 
to the conclusion that “a woman who is 
divorced is entitted to household stuff, 
utensils, goods, chattel, provision, 
convenieiiee which is known, recognised. 
honourabte.goocl. befitting.. Abdullah Yusuf 
All. is therefote, corect in translating the 
expression ‘mataun bil maroof at 
‘maintenance should be provided on a 
reasonable scale'.” 

Hien they observe; *^>16 of the meanings 
of the word 'marooT is 'lecogniied'. But 
for this one should not be confined. This 
meaning is to be considered wWi regard to 
the amount of maiiitenance and not with 
r^atd to the period of maintenance. Thit 
is apparent in view of the fact that the Quran 
ifitccts a woman who it divorced to undergo 
apetiodofiddatcls c wheie(2:228)andhet^ 
Chitan directt a man to give roaintettince in 
cate he citotces his wife.” ' 

Thus the two proviakuis. i e, for iddat and 
for tnainlenance are two ihilateM ttnnp and 
have been dealt wifo in two separate verses 
and should not be mixed whfa each other. 
The raaimenance period, therefore, afaoiild 
not be necessarily conflned to the period of 
KWw. ipc iBiniPg juc^pi mmy ooiiciuoc> 
Tmasldeiiiig all the aspects we finally hold 
that a person after divoictag Us wife is 
bound to msirtisin heron a renionable scale 
beyond the period of iddat Cor an indefiitile 
period, that is to spy. tin she teses the status 
rfsdivoicco by lematiy i n g anot h er pe no n*. 
TUt it a very bold by the 


Bsngisdath High Court andisetiiely breed 
on an understruiiling of the QutaL This is 
precisely what the Supreme Court bad said 
in its judgment in the Shah Bano cate witich 
was oppoeed by Indten Muslim leaders who 
teuncM an agitation agahttU, The Judgment 
badthenlobeovertumedbyenactiiigaaother 
tew. i e. the Muslim Women's Act which 
deprived Muilim divorcees of their ri^ to 
maintenance beyond the iddat period. 

The second landmark judgnient ai the 
Bangladesh High Court was deliveied in 
November 1996 end tetetes to bamijig of 
polygamy. Though its details are yet not 
availabte, a news report in The Bangladesh 
Observer says in its issue of December S, 
1996 that a division bench of the high court 
has observed in the judgment (fesminSultaiia 
v Mohaiiunad Elias) that Islam has not 
approved polygamy and therefore Muilim 
family law should be suitably amended 
prohibiting polygamy. The judgment, 
Bccordirig to the paper, was delivered on 
behalf of the court ^ Justice Mohaminad 
Qhol8mRabbenionNovember26and Justice 
M Fazlur Rahnoan Talukder agreed with it. 
The teamed judges observed: ‘TVe find that 
Section 6 of the Muslim Family Law 
Ordinance 1961 is against the principle of 
Islamic Law. We recommend that this section 
be deleted and be substituted with a section 
profaibftiiigpoiygamy.”Tlie judges continue; 
The court hit examined the verse of the* 
holy (Jurin and the Hadith and has pointed 
out that polygamy is prohibited in Tlmtsta 
under the law of Personal Status, 1956. 
Accordiqg to Tunisian jurists, to be able lu 
deal justly is the injunction legally 
enforceable atKi under the modem social and 
ectmomic conditions this esse n tial condiiion 
for polygamy is incapattie of fiilfilmenL" 
Both the Quranic venes on polygamy <4:3 
and4:129) insist on rigotcus justice in dealing 
with all wives and while vene 4:3 says if 
you fear you cannot do justice then (many) 
only one, vene 4:129 clearly wrens tiut even 
if yon like you cannot do justice and do not 
leave the (first wife) hanging in air. If botli 
these venes are read together tile message 
of the holy Quran is very dear many only 
one wife. Even in vene 4:3, pennisskxi to 
many more than one wife has been given 

only in case of otphana and widows (in Older 
to protect their irdeiestt). It is far from being 
a general perotiaiioa 
Thus the Bangladesh High Court !>» 
rightly recomineiKled the abolition ni 
pdygaray in modem oonditians. It is very 
much in keeping with the real spirit of jusiice 
re embodted in the two venes of the QuriO. 

h is quite dear then that things are movini 
in the Miisihn countries alao and women's 
struggle (br justice (as ensured in the holy 
Quran too) will not go in vdn. Even i 
traditiooal Imam of a Kerala mosque hjs| 
permilted women to pray inside the moiqne 
If all Ibeae time cveau are taken logcdur 
it is certainly great newsfor Muslim womes 
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On the Question of the State 

NigclHurlt 


The World Bank's World Development Report 1997 on 'The State in 
a Changing Wortd' shows little understanding of real governments, 
historical or contemporary, and beneath the surface techmcal clarity 
is a moral vacuum inhabited by propositions about society and 
government which no half serious study could tolerate. 


THE World Bank ii leeUng to rehabilitate 
govern m ent after the long (ojoum of the 
economics profession in what sometimes 
seemed to be the wilder shores of anarchism 
where all serious social and economic 
{oobtems were attributable exclusively to 
failures of the state. Of crxirie, in practice, 
the Bank's cUents ate governments and it 
never had a real intention of undermining 
its borrowers. Similarly, in Britain, despite 
Margaret Thatcher’s rhetoric, she never 
seriously contemplated sawing off the 
branch on which she sat. ‘Freeing the 
People', the old slttgan of the Conservative 
Party, had a mass of fine print attached. The 
vast powers of patronage, so essential to 
securing the rrontinued political survival of 
those who rule, may have been tempered 
but are hr from being exciseil. Intleed, there 
are some who, despite all the strong talk, 
doubt whether anything has in fact happened 
in the period of anti-statism - the shm of 
the natiorul income spent by government in 
the developed countries, on average 30 per 
cent in I960 and 42.S per cem by 1980, is 
now running at 46 per cent (The Economist, 
September 20, 1997: 19). 

However, die Bank's qualificatitMS of the 
old critique are of interest both as an 
indication of which way current fashions 
are moving and as dmncmslratkm of the 
Bank's incapacity to explain convincingly 
how it ctmies to change its mind. Of course, 
the reproach can be level led at a much larger 
audience than the Bank. The great shifts 
in macro-economic ptdicy regimes, from 
free trade to protectioiiism, from impott- 
nibsiitution industrialisation strategies to 
open market libetalism, have been accom¬ 
plished with very Htile explanation from the 
icadtng protagoidati ** ^ ^ 

oneperMbecomethefalseho^of another, 
*hy whM almost everyone assumes to be 
>df-evident and practical common sense 
by the alchemy of dnie, utopian 

* TV WoHd OneiapmtM Itiport 1997: nt 
ia a CVagfar WhWd, WotM Bank, 
'*^>ihiapM, DC 1997. 


nonsense, a cover to corruption or wilful 
telf-detmiction.TheBank'saiiaual Develop¬ 
ment Report is one of global society's 
attempts at telf-consdousneu, at auditing 
where we are going, but it (rften becomes 
no more than a litany of what are the currently 
fashionable nostrums, a mantra of what will 
become tomorrow's falsehoods, so that the 
process of learning some lessons is 
completely frustrated. 

This is sadly true in the case of this 
Report*, for we have no half-robust account 
of why the modem state exists in its various 
forms and how it came to be the most power¬ 
ful single institutions in almost all countries. 
Ill its heyday, the state seemed to supersede 
much of the role of iruafcets. expropriating 
the role of both citizens and capital, so that 
the world economy seemed conceptually to 
disintegrate into a set of national Reft. Civil 
servants used to boast thm they had the 
power to choose and to achieve the rote of 
growth. Happy days for the buieaucnts. 
Now. govermnents feel themselves fortunate 
to survive the year intact For reasons which 
remain obscure, there has. it seems, been 
some measure of unwinding of state power 
and the emergence of global marfceu which 
overshadow the national entities. Has there 
really been a change or is it just a change 
of ideological fashions? 

In this account, we rarely catch a glimpse 
of real states, historical institutions - Nazi 
Germany or the Ottoman Empire, Firedetick 
the Great's Prussia or Mao’s China, the 
adnunistralion of the Khmer Republic, of 
Estonia, of Serbia, of Israel. The real con¬ 
centrations of power and their frequently 
horrifying behaviour are somewhere otHside 
the covets ofthe Report. The Bank, frequently 
so ingenious in creiding taxoaomles, here is 
reduced to a dichaloffly of good states and, 
by implication, bad: moralitm replaces 
analysis. 

Weewapproaeh the issue ffomadifferent 
direction. Why does the Bank dank the 
quettioo of the role of the state has arisen 
now? On the fitit page, the authors of the 


Report offer an answer, because of the 
collapse of what used to be called the 
Centrally Platuied Econom i es; brrausr of 
the ‘fiscal crisis' of the welfare services of 
the developed countries; because of the state 
role in the‘miracle’econo mi es of east Asia; 
and because of the implosion of some states, 
resulting in humanitarianeineigencies. Some 
of these changes are new - the first and 
second most notaUy - but the others have 
been around for a long time without raising 
the question of the state’s role. But even.for 
the first two, we have to ask why they have 
occurred now and not earlier (e^redally the 
‘fiscal crisis’), and what answers does the 
Report propose for the respective p ro b lems . 

The Bank offers no dear answer ahbough 
there arc suggestions that bad management, 
a refusal to accept the wisdom of inaikeis. 
is the kev source. But then we have the 
probtem of understanding the remarkable 
coincidence of all factors occurring in most 
countries simultaneously. Was there a 
universal collapse of ratioiudity? Instead of 
explanation, the authors again retreat into 
riKital aspiration - 

An effective state is vital for the provisioa 
of the goods and sen ices - and the rales 
and institutioiis - that allow marfcea to 
flourish and people to lead healthier, 
happier lives. 

But in the long history of states, how hr 
have these been in practice among their 
aiirts? How far ate these defining parts of 
the role of real st ales? One looks in vain for 
the history for any such concerns. And what 
of‘effectiveness’?European states for much 
of the present century have been judged 
'effective’ when capable o( killing large 
numbers of foreigners with impunity or at 
least being able to deter others from killing 
their dtizens rather than anything else. It is 
still tiue in much of the world that mbs are 
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judged relative to their capacity to wage war 
or employ terror to deter their neighbours. 
Such a core concern is not detected by the 
proportion of public expenditure on the armed 
forces. On this core role the Bank renuina 
silent. However, the authors of the Report 
accept - albeit a little half-heartedly - that 
states can be ‘capable’ in ways other than 
those which contribute to popular welBue 

- “A state may be capable but not very 
effective if its capability is not used in 
society'sinterest. What is this ‘society’ whose 
interest can be detected so clearly that we 
know when the state - as a state, rather than 
this orthat corrupt incKvkhial-is not pursuing 
it? Again, cme tests the proposition at the 
margin, against the extremes of state action 

- was it in the interest of German society 
to kill Russians, British, French, Americans, 
etc, or vice versa in the second world war? 
The paradox arises because society’s interest 
is normally defined by the state; indeed, like 
the concept of the ‘nation’ it seems to have 
little life of its own separately from the state; 
it is theshado wof the state in normal political 
parlance. Indeed, the .struggle to define what 
the interest of society is the essenceof politics. 
Even among the econocrais of the Bank, it 
must be possible to sense the sheer complexity 
of interests in any teal society - not at the 
level of capital, labour, bureaucrats, but also 
north Bengal brahmins, Tamil merchants. 
Nairteachers. And each claims that its special 
imerests are those of society. 

’The Bank does detect some different 
inlcre.sts but its differeniiation is so primitive 
as to be naive - “The political cloul of the 
more affluent in society sometimes leads 
governments to spend many times more on 
rich and middle class students in univetsity, 
Chan on basic education for the majority and 
scholarships for the less well ofT (p 4). 
Indeed! And what does one do when the 
leading elements of the government are also 
among the ‘more affluent’ (why is it so 
difficult to use the word ‘rich’ instead of that 
mealy mouthed 'more affluent’?). Or the 
govoTunent is intellectually committed to 
the proposition that expanding the output of 
the better educated is a faster way to speed 
development and mass education - let the 
educat^ pull along the rest? 

However, the authors of the Report see 
hope in the fact that changes in die world 
are forcing good behaviour - ‘The global 
integration of economies md the spread of 
democracy have narrowed the scope for 
atbitniry and capricious behaviour" (p 2). 
What then of Serbia, of Rwanda or 
Netanyahu's Israd, or Jesse Helms on Cuba 
or Margaret Thatcbcr 00 the Malvinas? Hie 
Bank rarely examines negtiive cates even 
though there mighl lest its theses. Also we 
need to ask why gavemments akme are 



likely to be guilty ofatbUraiyandcaiiticiaus’ 
behaviour. Are niHkett any less so? Or to 
turn it round, if slumps and currency 
collapsca are excellent ways of aiyusting the 
system at various times, restoring 
equilibrium, why are not the equivalent state- 
instituted events, wan, seen as equally 
beneficial in culling the population, 
destroying old capital stock, etc? 

The Bank secs the growth of democracy 
as a key factor in forcing states to reform 
- ‘The clamour fm greater government 
effectiveness has reached crisis proportions 
in many developing countries’’. I must read 
the wrong newspapen because the ciamour 
for reform seems much less than the 
clamour agiunst. Furthermore, how are we 
to judge the character of that clamour - 
against 1789 in France, 1917 in Russia or 
even May 1968 in Paris? If it is clamour that 
has done the trick, why did earlier and much 
louder clamours prove so ineffective? The 
clamour now, according to the Bank, is 
directed at improving the provision of 
services, but surety services have always 
been poor and the grumbling loud: why is 
it only now that the state concedes if concede 
it has? 

The Bank’s diagnosis turns on govern¬ 
ment in principle being capable of what the 
authors of this Report see as virtue: “All it 
takes (to reform macTD-economic policy] is 
the political decision to make the change” 
(p 13). Political will is all, it seems, echoing 
generations of those on the Left who shared 
the belief, embodied in Nkrumah’s heroic 
1950s recommendation to the leaders of the 
third world 

Aim for the attainment of the political 
kingdom: that is to say. the complete 
independence and sctf-determinatiaii of your 
territories. When you have achieved the 
political kingdom, all die win follow. 

The comparison is unfair since the Report 
is contrasting those things which arerdaiivriy 
easy with those which require long drawn 
out periods of reform and a political 
consensus. But it does suggest a voluntarism 
at variance with that network of necessities 
which seems to snare governments for much 
of the time and force them into reactive 
mode. Potiiical will is fairly unlikely if the 
political context of necessities promises 
destruction in response to choosing to 
implement reforms. 

‘To look at necessities, however, is to 
introduce the effect of GotttextHol economic 
condHloni In shaping governmeRt poHdes, 
to imroduce politics and the soda! order. 
The myopia of the Report is preeiiely here. 
How can me speak of the stale while saying 
nothing of poUdct,of the sntiggle for power 
over and whhbi the date, to control the 
difcretiooaiyprivilefaawUchareihe rewards 


of the puMte m onopdyofllie le gl f I m a m tire 
of violence and poiMcal conlroi of tnaior 
economic functiont?TheReport tdts, "Why 
can some countriea endure a long period of 
economic decline before icspoodl^ while 
oihcn take action mudi soonor?" Leaveaside 
the blunt instrument of ‘countries’, the 
question Is. in general, unantwerdile, imiy 
qteciftc to the particular social and political 
r^ty of a particular country. 

To acknowledge the neceisjttef,economic, 
political or social, also weakens the core 
argument of the Bank, and one much loved 
by the ‘more aflluent’ down the ages: that 
everyone con be virtuous if they try (md the 
failure lobe virtuous-and rich-demmstrates 
the lack of trying). But not idemifying the 
necessities which drive the state - and they 
include it being embedded in a system of 
warring, oral least, thredenmg states-means 
that we cannot identify the preconditioiis of 
reform. If we do not know the facton which 
impel and sustain state centralisatioa, how 
can we identify the preconditions for 
decentralisation? The authors do not offer 
more than subjectivism - consider the 
traruitkm in this sentence from an exami- I 
nation of the objective to the weakly 
ideational: 

Surveying the history the state than iis 
early begroninp (where did all that go'.’ 
NH], it shows how iioriom(emphasuaddcd| 
of the state’s role have evolved to produce 
in both industrial and develo|Mng counitiH 
a dramatic expanskm of the stole. 

So the ‘notions’ have produced the 
expansion (not the expansion the notionsl. 
Why might this be to? Are the nolioas the 
exogenous factor, randomly diangiiig Idc 
preferences for differeni types of ice-cream’ 
The Report gives no very clear answer 
although at one point it says that in the Grek 
Dqircsskmofthe 1930t, “nates were sputieil 
to experiment” (p 22). Butwhy.inthe 19.^0s.l 
did there experiments lead to meoturo efi 
economic autarky while in the 1970s, the; I 
led to greater libenduman? I 

Some of the 'experiments' lasted a veiyl 
long time; in khim coses, for half a centivyl 
or more. Hiey would seem, in this easel 
rather more thm experiments: that is. flowiDi 
from sources very much more substantial 
than expe r t m en talism. Bait, the Report notes 
“Vy the 1970s, thccostt of this strategy vttc 
coming home to roost”. The picture of i 
roosting cost at home is a little bizarre. 6d 

why did they come to nxMt then? Why hd 

they ’worked' for soVmg, and then. wl« 
national outputs were so ImmenKly 

gieater(and the productivity oflobourvasllf 

higher) did they foil? Wat it somethin;* 

do, not with the internal otgaoisatton pl ead 

country, but changes in the contcxiw 
neoetsities fodng each govermnent? M(* 
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eoncietely, wu it Africa’i commodity 
mifketidiat inflicted (Uiaiter on the cootinent 
Of fieqiiy the incompetence and comiptimi 
of Aftiom govenuneats - or if both, what 
ji dw relative weighting? The poor ate not 
invariiMy morally feckleu and they do have 
bad hick. 

The Bank's diagnoaea in thia Repott do 
not leem aetioiialy intended, not teatable, let 
alone rigorous. Take for example the issue 
of decentnlisalion. After a century or more 
of apparently inexorable centralis^on, why 
the sudden reversal? "Countries often turn 
to local and regional govemmenu when the 
central government has persistently failed to 
provide etaential services” (p 130). la this 
true? All the failures of the past surely 
proifaiced increased centralisation. Is service 
' delivery so cnicial a role of government that 

! it can determine the administrative structure? 

On the historical record, rather it is war or 
the fear of it, the defence of national 
independence in the face of state rivalries, 
that seems a more promising candiditte for 
explaining ceatraliaation than anything else. 
If this is so, decentralisation might have 


mom to do with the end of the cold war than 
any deficiencies of service supply (and the 
failure of developing cmmtries to decentra¬ 
lise might sugg^ fhek matgiiial involve¬ 
ment in the cold war). But then that re¬ 
quires an analysis of the political order of 
tlK world 

The Reportdoeinolofferituich guidance 
for those mnning governments. The level of 
abstraction and the numerous qualifications 
do not allow imich more than conventional 
piety. There are also some of Ihoae wickedly 
shallow connecdona In which the Bank 
occasionally indulge!. An illustration of 
‘institutional decay’ is the Lsdin American 
murder rate, in the 1980s, increasing from 
12.8 to 21.4 per 1,00,000 population (p42). 
A later box says the p^lem has been 
overcome in Cali, Colombia, through 
upgrading civic order organisations, a public 
education campaign, public services to reduce 
inequities, and banning hiadguns on “certain 
high-risk weekends” - Tn 1995, after seven 
consecutive yean of increase (to a peak of 
over 120 murders per 1,00,000people), Cali's 
murder rate finally began to dwHne” (p44). 


Leave aside thenotoriouidifficulties in crime 
figures (a ftinctioo of die number of poUcemen 
as much as the actual crimes committed), the 
simple minded comwedoas made are absurd 
- down to an implied kmg'term trend starting 
in 1995 (but without any figures). How does 
this help the poor Mexican numicipio, ffoed 
with a torrera of naroodcs smugglm sucked 
north by the insadaUe appetite of the US 
market? This is the subidtutioa of religious 
anecdote for analysis - the truth is leu 
important than the moral uplift. 

This World Development Repott is, in 
sum, one of the weakest that the Bank hu 
produced. Its weaknesses and few of its 
strengths are on (hsplay m greatest dis¬ 
advantage. The Report shows little 
understandingof reel govern m e nt s, h i w o ri cal 
or contemporary - they are eitber sturdy 
instruments of Bank virtue or feckleu 
irrational creatures of greed. Beneath the 
surface technical clarity is a moral vacmiin. 
inhabiied by propositions dxNit society and 
government which no half-serioas study 
could tolerate. Sadly, it wu i missed - and. 
one supposes, costly - opportunity. 
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REVIEWS 


Planning and Economic Policy in India 

Pn>spect and Retrospect 

T KrWuM Kmnar 

Pboning aad Economic PoUcy in ladfai: Evakuitioa aad Lcatons for tbe Future 
edited by M Oiattopadhyay, P Maiti, and M Rakshit; Sage Publications, New 
Delhi, 1996; Rs 275. 


ON the occasion of the biith ccntenaiy of 
its founder P C Mahalanobis, the In^n 
Statisiical Institute, Calcutta, organised a 
confeience on Planning and Economic Policy 
in India. The book under review isacoUection 
of selected papers presented at that 
conference. The tors must be commended 
for the eKcellentjob they ha vedonein putting 
together a very good collection of papers, 
using a very appropriate sequencing of the 
papers, arranging them into two distinct parts, 
and providing a very good intnxiuction. 
Their introduction (Chapter I) is so well- 
written that it is itself a review of all the 
papers included in the volume, making the 
task of a reviewer very dinicult and partly 
redundant.' At the same time some of the 
papers in the volume are so thought- 
provoking that a reviewer like me can write 
a very long review. 

The papers are organised into two aections. 
Otapters 2-6 deal with a critical examination 
of the plan experience and offer suggestions 
for the plan strategies fur the present and the 
future in view of the changing national and 
international economic environment. 
Chapters 7-10 deal with specific aspects of 
the Indian economy. 1 shall comment on 
these two parts sejurately, in that order. 

Most of the papers in the first pan, with 
the exception of one by Ashok Guha, give 
one the impression tbtf the authon try to 
strike a balance between stale intervention 
and liberalisation by drawingupon the Indian 
planning experience and the changing and 
emetging global scene, but without oflering 
a fiilly developed framework for arriving U 
the suggested bafanced strategy. It is therefore 
difficutt for the reader to know whether the 
conclusions they draw are based on 
unsubstantiated and subjective assertions or 
they ate based on reasonable assumptions. 
And if it is the latter, how those assumptions 
lead to the conclusions is also not quite dear. 

I shall deal with this issue at length later. 

The paper by Ashok Guha is an exception. 
The retsier would be extremely ddigli^ to 
read his paper. Ashok Guha gives a historical 
perspective to provide the rationale for the 
Indian plans and uses the same framework 
to suggest thdr limltatkms. In so doing he 


brings the reader up-to-date with recent 
developments in strategic trade theory that 
centres around theimportance of the concepts 
of economies of sc^ and specia] in^er^ 
groups. He introduces this second concept 
to explain the problems associated with a 
soft state. He traces the emerging world eco¬ 
nomic trends and provides a very con vi nclng 
argument for export-led growth strategy for 
India. He also hi^ights the role played by 
culture, and economic and political history, 
in expUimng the growth performance of 
India versus the other fast growing east Asian 
neighbours. His paper also brings out quite 
vi vkUy the powerof the historic method over 
the method of quantitative planning models. 

I would like to quote from the Editors’ 
introduction, as there remaiks of the Editors 
provide the main focus for the issues 1 would 
raise in my review: 

(1) “In India itself the strategy fallowed in 
the first four decades of [banning was being 
squarely biamed in influential circles, for her 
relatively poor growth and mounting balance 
of payments problem which finally. In July 
1991. led to the adoption of the Struclund 
Adjustment Programme withawide-ranging 
package of reforms in bade, industry, iinance, 
and otherimpoitant sectors of theeconomy.” 

(2) “There is a marked degree of consensus 
among the authors on the main results of the 
experiment of the first four decades of 
plying in India, it is conceded that growth, 
though modest by the east Asian standards, 
was significantly higher than that attained 
in the first half of the century. Also the 
countiy Iw been able to build up a Mrty 
dtverrifiel industrial struenm which can 
now form a launching pad for rapid 
development of industries through 
exploitMtion of foreign markets.” 

(3) “The overall verdict on the plinniog 
exadse is however quite unfavourable and 
the reasons adduced are accepted almost 
univenally.” 

(4) “...we must reoogiiife that the gap between 
the growth idea of India and east Asian 
ectmomies can, in a large measure, be 
explained by the differenoe in their rates of 
savings.” “The behaviour of bouiebold 
raving since 1990-91 ilao suggests tiira the 


boost to unbridled con s umerism provided 
ttnough various measures under the new 
regime is likely to put serious obstadte in 
the way of raising the saving ratio of the 
economy." 

(3) “The situation could become much 
worse in a fully decmitroUed trade regmie 
with large-scale exports of foodgrains 
or diversion of land and other resources 
from the production of foodgrains to that 
of other exportables in the agricultural 
sector." 

From the above stmernenta the following 
questions arise: (i) Are there statements luch 
that some of them contradict the others? 

(il) How docs the economic sdenoe explain 
these contradictions? (iii) What is Mahala¬ 
nobis’ (scioitific) coMribution to the econo¬ 
mic planning literature? (iv) What is the 
economic consensus on economic planning 
and policy in India - both in retrospect and 
prospect? (v) What are the limitations of the 
scientific approachproposed by Mahalanobis 
and how doe* one modify that approach? 

Before 1 proceed to answer there questions 
1 wish to offer an economist’s apology for 
what we normally find in writings dealing 
with economic policy, both in profeasinul ■ 
journals and in the newipapen. I had once ■ 
seen in Deccan f/eni/cf. a widely-read local I 
EngiishnewspaperinBangalore,twoaiticies I 
writtenbylwopopularlocalecoiwinisis.one I 
in support of the government budget and the I 
other highly critical of it. It turned out that I 
one of them was working as an economic I 
advisor to the government, while the other I 
was an elected member of the partianwix ■ 
belonging to an opposition party. I had to I 
explain to a scientist friend of mine bow I I 
can defend my claim that economics is a I 
science in view of those newspaper articles. I 
The answer I gave my friend forms the basis I 
of my comments on most of (he papers of 
the first part of this book. 

Economic policy or economic planning 

can be deacriMassdcciaion problem which 

consists of (i) a policy horizi^ (ii) a policy 
objective (unction, (ill) an economic model 
wMch describes the functioning of ihe 
economy in a global environmeot, alcni 
with the conttndnu between the policy 
objective! and the policy instruments. The 
mqjar contribution of Mahalanobis was toj 
formulate the Indian platming proUeffi as I 

decision problem with a iong-tetm pos- 
pective and in the above framework, which 

he termed the operatiaos reecMCh approach. 
Atcientifle approach to the profaleroconsiia 

of flMfing out (i) whether a solution cxitf 
fartheprablamariiot, (ii) ifa sohition exisB' 
if it is unique or not, (iii) if the solution ii 
not unique, how would one chose among <h> 
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•Henuthwt, ind (iv) bow to obtain the 
aohdtoa 

A wdl-fonniilated problem will have a 
lolmkm.’ Solutkm to one proUem cannot, 
in general, be al^ a Mention to another 
problem. Hence, if two economists differ in 
the solutiont they offer to a problem then 
it is became of one of tbe following reasons: 

(i) diey pereeive the problem differently, 

(ii) tbcir planning horizons are differem, 

(iii) their objective funcdoos are different, 

(iv) the description of the economic system 
can be difrerent, in terms of either the 
assumptions on the endogenous factors or 
assumptions regarding the exogenous fiKtors 
and their interactions. Similarly, if a policy 
or plan did not yield the resulu expected 
from it, this may be because of any one of 
the foliowing reasons: (i) the description of 
the economic system is such that the actual 
working of the system is not adequately 
described by it. (ii)ttie assumptions re^vding 
the exogenous factors turned out to be wrong, 
or (iii) there are some unforeseen external 
shocks to the economic systenL 

People who critically evaluate Mahaia- 
nobis' planning must match him in the 
scientifk rigour. Did he go wrong? If he did 
go wrong, where did he go wrong - in the 
length of the planning horizon, or the 
objective function, or the description of the 
wwkingof theeconomy.or on the assumption 
regarding the economy in relation to the rest 
of the world, or on the assumptions regarding 
the exogenous factors? Is it possible thst he 
did not go wrong much on ny one of the 
above but the economy was subject to 
unforeseen external $hocks?Cauld any other 
economist of his times come up with a better 
plan strategy?’ It is quite difficult to foresee 
how an economy would evolve in a dynamic 
context, but it is quite euy to comment in 
retrospect oit what one should have done 
after history gives an accurate description 
of the dynamic evolution of the economy. 
Even in this case one cannot comment with 
confidence unless one generates the 
counleifactual scenario of what would have 
happened to the economy if it followed 
a different plan strategy from what 
MahaianoMs had suggested. 

I feel that none of the articles, except that 
of Ashok Quha, seems to pass this test of 
Kientific rigour in evaluating India's plan 
experience to suggest the lessons for the 
fubtre. Many of them, however, coitK dose 
<0 k. 1 think the reason for this lies more 
in the litenry style we economists are quite 
nccuitomed to use and accept in our writings 
iltan not having sudi a rigorous explandion. 

I would now like to attempt to cast some 
bfthe good coMributiona made by the various 
*ihoti inthe above fnm e wDifc. A common 
theme that seem to emerge ftom many of 
the papan is that planning became an 


imdtittioninilidfwhiehiBnented an inertia 
to withdraw from specific areas of state 
intervention when such a move was 
necessary. This is equivalem to Mying that 
Indian piannen had wrongly assumeda long¬ 
term r^ for lubatantial state intervention 
on the one hoid and policy neutrality of 
economic agents on the oihv (let us r^l 
here the Lucas critique). This was stated for 
example by Kirit Parikh, C Ranganjan, 
Ramprasad Sengupta, Ashok Cuba, and Deb 
Kumar Bose. It is the response of the 
economic agetris to a cootittuing presence 
of large-scale state intervemkm that had 
resulted in corruption of the politidans and 
bureaucrats through rent-seeking. It is 
therefore not ironic, asDd> Bose states, “that 
the strategy advocated by Mahalanobis is 
being criticised by that very section of private 
enteqrriie which took the most advantage 
from it”. The cost of introducing the controls, 
which was assumed to be negUgible by 
Mahalanobis, turned out to be significantly 
large to even suggest a severe curtailment 
of state intervention. 

These authors seem to fauh the plan models 
for neglecting the stale as an institution and 
they call for endogetiising the role of the 
state in reformulating the problem of 
planning. In other words, it is the contention 
of these authors that the plan models showed 
a considerable departure from the way the 
economy actually works by ignoring the 
state as an institution and by not recogniiing 
non-neutrality of economic agents, including 
the politicians and the bureaucrats. Ashok 
Guha in particular suggests, folknring the 
suggestion made earlier by Pranab Bardhan,, 
the existence of Olsonian characteristics in 
the Indian state and identifies four interest 
groups: the big businesses, rich farmen. 
whiie-collareducatedclass.nd the organised 
labour. It is because organised labour is an 
interest group that we caruwt possibly tackle 
the issue of privatisation of the public sector 
and improving the efficiency of industiy 
through closing down of the skk industries, 
at least until a time when we are able to 
attract massive doses of foreign direct 
investment (FDI) which would create ample 
opportunities for the organised labour. 

Ashok Guha and Ranganysn point out the 
role of exogenous factors that were 
responsible for (he economte crisis of the 
summer of 1991. None of the authors brings 
out cleariy the role of external shocks in the 
dismal petformanoe of the plans itt (he mhl- 
1960s and early 1970s. In early and mid- 
1960s the country had wan with China and 
Pakistan, respectively, and these were not 
antidpaied at the dme of formulating the 
respective Second and the Third Five-Year 
Plaits.'The people wbocrttidieltidta'sunpart 
nilMtituting industrialisition policy (Ashok 
Guha duiatens it as ISI, after Mahdanobis' 


ISI) should not foiget the US threat, during 
our wv with Pakistan, of curtaiUng aid and 
trade, and they should not forget also the bad 
drought yean of the Itfe 1960s.’They should 
also keep in mind the vulnerability of food 
security in a predominamly agriculUinl 
country if the country allowed free trade in 
agncullure.’ 

It should also be noted that even before 
the impact on the economic system of one 
exlemal shock dampens completely the 
system may be subjected to another shock, 
and the cumulative effect of such shocks on 
the system may be qirite subsumtial to be 
confused with a sciious deficiency iir (he 
formulation of the policy (Moblem. None of 
the authors pay attention to this aspect of 
propagation and impulse problems associated 
with random exogenous shouts, which is as 
old as econometrics [Frisch 1933]. Without 
such a detailed examination of the problem 
it is Improper to fault tbe Mahalanobis modd 
aid its strategy. 

Parikh gives a good account of the 
evolution of one Five-Year Plan from the 
previous one. He, Rangarajan and Deb Bose 
show the inadequacy of Indian planning 
wluch ignored, or did not pay adequate 
attention to, how the planning would be 
financed, by not integrating the teal sector 
of the planning models with the fiacal and 
the financial sectors. In particular, the way 
the populist anti-poveity programmes were 
financi^ in the Hftb and subaeqoent Flans 
forced the goveintiwnt to borrow from abroad 
when the economy had not yet oriented ittelf 
to repay external debt through export 
earningr. This led to a very high credit risk 
in the international credit market that is 
partly responsible for the BCM* crisis of the 
summer of 1991. 

One important aspect that seemed to have 
been rcHMiuible for the failure of centralised 
pianningincorotiiiinistandsocialinooiiMries 
is the informational lequiretnents on (he one 
hand and the truly decentralised nature of 
decisions of economic agents on the other, 
if planning has to be carried out with the 
state as the principal and each econontic 
agent as (he agetw, the new theories of 
principal-agent problem reveal (he 
Uaiuaction costs involved and the need to 
decentralise piiiuiing. This aspect together 
with (be non-neutniity of the economic 
igena to state intervention mennoiied above 
already seem to be quite rdevam even for 
a coumry such as India (hat was engaged in 
indicative pUiming. Apart from this reason¬ 
ing the mformationa] efficiency of decentra¬ 
lised planmng is ki»wn to economists for 
quite long. 

Parikh brings these two aspects together 
ta hU paper to identify the liaiiiaiiatts of the 
existing piarniing fiaiuewutk and sugpit 
ahemaiives. He recomm en ds public iction 
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in anas where externalities create natural 
monopolies and where costs of public actiM 
are less than costs of regulation. He employs 
these two aspects in suggesting a schethe for 
transfers of income and wealth. He 
recommends income transfers that are non- 
regressivc, non-subvcrtible, and self- 
liquidating. He also recommends creating 
non-transferable assets for the poor such u 
human resource development, of which 
elementary education and prinury and 
secondary health care are qtdte important. 

Another point that hat been emphasised 
by several authors is the assumption of an 
unchanging fixed coefficient Lmtief type 
technology that was implicit in all the plan 
models. Mahaianobis distinguished between 
the sectors producing basic goods, capital 
goods, and other goods and emphasised the 
importance of greater allocation of 
investments to the first two sectors to achieve 
long-term growth. But he did not examine 
what the implicit consequence of this 
assumption was on technical efficiency and 
comparative advantage in the long run, 
parfioilatly while pursuing the policy of 
import substituting industrialisation. The 
issue was posed as the choice bet w een alloca- 
tive efficiency aixl technical efficiency by 
Rangarajan and Parikh. It is posed as the 
issue of neglect of industrial R and D and 
tnefricient public sector by Ramprasad 
Sengupta. It isposed as theissueof economies 
of scaleand comparative advantage by Aahoit 
Cuba. 

A pmm that seems to run across all the 
papers in the first part is the danger of not 
adiqiting, upgrading, and revising the plan 
oty^ves, instniments and the economic 
m^l with the plan experience, and with 
the changing domestic and external environ¬ 
ment, both economic and political. The 
evolution of the plan models sketched by 
Parikh dearlyshows that the changes between 
one plan model to the next were of a verv 
minor nature. They are mainly of the ntture 
of correcting an earlier miatake or rectifying 
an earlier omission. Because of this apparent 
rigid plan framework used for so many years 
it it quite unfair to faring in (he name of 
Mahaianobis who designed only the Second 
Phw-Year Plan while com m en ti ng on the 
Mhire of plaimiiig in the 1970s. If he or a 
Mahalanobisian woe to design the plana 
from the Sixth Five-Year Plan onww^ he 
may have come up with an entirely different 
fbrnnilation of the (dan and wlA entirely 
dlffeiem strategy! 

Rangarajan, Parikh, and Bote M^ght 
the inqiottanoe of state imervention not only 
to take care of the fnditionai ncodastkal 
textbook type of market fUhiret, but also to 
take care (rf the imdenxivileged poor people 
who are left out in the cold by the market 
Ibroes. 


I now taro to the aeoand act of papers 
deaUftg with various aipectt of the Indian 
ectaiomy. 

Suresh Tendulkar brings with him tiie 
field-aested afsenal of poverty-and welfare- 
meaturcment, which he hat himself 
developed and used in other battlefields, to 
attack the so-called radical inlelligentsia't 
alleged chum that the refcrmsemergingftoni 
the iWI IMFIoan promoted consumer duia- 
Ue led growth resulting from (lic) riring 
income inequalitiet, Tendulkre notes that 
there was a doubUng of growth of real per 
capita GDP during the 1980t compared to 
the trend-growth tilt the end of the 1970s. 
He asserts that it was to a gradual 
deregulation of the counier-producti ve direct 
control regime. Houses mainly two methods. 
Pint, he compares the (Hstribution of per 
capita total expenditures between 1980s and 
the 1970s. Using quite sophisticated tools 
of comparing distritations he concludes that 
the expenditure inequalitiet in the 1980s 
were to than those in the 1970s. 

Second, noting that these oomparisont 
refer to a wide tpectnim of inoome eatnets 
he then examines what happened to the 
poverty estimates between the I970t and the 
1980s. He concludes that a signiBcant 
reduction in social deprivation (poverty) and 
improvemem in social welfare took place 
between the 197Qs and the 1980i, both for 
the rural and the urban sectors, and that (his 
change was more pronounced in the rural 
sector than the urto sector. But the real 
issue of interest to the so-called radical 
intelligentsia is somewhat differetu from what 
yre examhies. The issue is whether there is 
any deterioration (increase) In the difretence 
between the mean real income and mean real 
consumptioo between the poor and the nrm- 
poor between the 1970s a^ the 1980s. An 
examination of this question requires 
estimates for the 1970s and 1980s of the 
poverty gap index (deviation of the mean 
income of the poor from the poverty line) 
andarimllirindnforthenoo-poarideviatioo 
of the mean income of the non-poor from 
the poverty tine), or simply the dtRerencet 
in mean incomes of the poor and the non- 
poor. , 

Tendulkar mn goes on to perform a very 
imetesliiig coffllerfactnal exetciie hi wMcb 
he predicts wliM would have been the social 
deprivation if there were no stnictunl change 
in the econoniy between the 1970s ind the 
1980s andcomparestboseestimafos with the 
actual poverty esti ma tn i in the 1980s. He 
says thm one ihauldexpdct the actual poverty 
estimates to be lower than tiioae predicied 
if there were a stnidiitai bieaic The reiuhs 
hereports seem to aupport the view that there 
is a sttHctutal break hi the 1980s, There it 
eonequeitiontliatneedilobee K a m ine d be fore 
OK can hie oondusioits. For the 


counterfartualestimetesheuseiiwgwsdoii 
equation baaed on crots-tection estiinetes of 
poverty fbr a particular year. The yetu he 
chose (1972-73) happens to be a drought 
year. Hetroe the predioted poverty values are 
overeitiinales, compared lo the actual, not 
nec eisari ly h ecai ts et h ereisastnictural break 
in the I9M but because the cross-section 
equstion chosen refers to a drought year. 
One must carry out this counterfaclual 
experiment with a normal year data to get 
bmter evidence on the hjrpatheiit of a 
structural change in the 198Qi. 

A Vaidyanatban’s paper deals with two 
issues pertaining to the Indian economy, 
agriculture and emptoyineot (with emphasis 
on rural employramt). As in the paper by 
Deb Bose, Vaiiiyanalhan puts Mahalruobis’ 
contribution in a proper perspective to argue 
that Mahaianobis had neither neglected 
agriculture nor advocated autarky. He 
succinctly summarises the mqjor findings of 
research during the past four decades in the 
ndd of agricultural economics. He notes 
that ie the first few yean of agriciiltural 
devetopment there was an increasein acreage 
under foodgrains and that in the later years 
there is intensive cultivation through the 
adoptirw of high-yielding varieties. He also 
notes that there has been a decline in 
productivity in agticulttne in certain regions 
due to fragmentation of land holdings and 
the increased dependence of such maigiiul 
lands on rains due to lack of access to 
irrigation facilities. He emphasises the need 
for further research on yield responses to 
changes in prices of outputs as wen as inputs 
and to chan^ in non-p^ factors. He notes 
the complexity of the problem involving a 
host of factors from different discipUiies. but 
sounds a promising note by drawing thv 
attention t>f the readers to the existence of 
a vast anKNint of mkro-levei data at the 
district level for various crops.* He 
recmninetKis further research cmplayitig that 
data as such data provide opportunities 
through a natural control of certain factors 
to understand the impact of other factors, 
which show sample station, on the yield 
response. 

On the issue of emptoymem Vaidyituthan 
notes, based on NSS ito on employineiu, 
that between 1972-73nd 198M7 there was 
a r^rid increaae in the labour force and that 
t h e en tire increaae in labour force IsequivaletH 
in magnitude to the increase in rural 
enployinent. He niies several itueresung 
questions worth exploring based on the 
observation that the rural einployincni 

tefetnd to above was moitty casual and non- 

agricuRunl in nature. He asks: Is it because 

of the govermqem ouilaiys on pubUc worts? 

Is It because of urhunisatkM of rural areas ' 
Is it beca us e of anciUarisation of indusiry 

and canalisation of iabour? I would like 10 
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add one non qjUMtioii. How much of this 
null emphiyinent is in ninl areas that fonn 
the peiiplwiy of luban areas and how much 
if in nual areas that are far removed from 
uftMn areas?'In the emerging economic 
enviroomeni of fiscal correction and growth- 
oriented industrial development it becomes 
difficult to sustain empkqrment generation 
in luralmeas to absorb the increase in labour 
force through public works programmes. 
One must design structural reforms aimed 
at generating rural non-farm employment in 
the rural areas. 

R Kavita Rao and Piadip Marti attempt 
to explain the industrial growth during 
1931-90. While most discussions of India’s 
industrial retrogieuion in the late 1960s and 
the remarkable growth in the 1980s arc either 
descriptive or paitial in nature it is <iuite 
refiesMag to see an analytical model that 
explains the industrial growth. Their model 
id^ifies five sectors; agriculture, consumer 
goods, intermediate goods, capital goods, 
and services. The model allowed structural 
shifts in the mid-1960s and again in the 
19801s. Rao and Maiti look at the capacity 
utilisation figures and supplies of industrial 
inputs to conclude that the Indian industry 
is generally demand determined. Theirmodel 
provides a good explanation of industrial 
growth. 

Their model is however a structural model 
involving non-suiionary time series. The 
model is subject to Ihc cnticism (hat the 
observed good fit could be due to common 
long-term trends. There is a need to recast 
die model as a lime series model which 
idenrifies the long-term trends and short- 
tetm fluctuations around such trends. 

The last chapter by P Balakrishnan stands 
span from the rest of the oonuibutions. It 
neither deals with planning nor does it deal 
with any specific aspect of the Indian 
economy. The collectkm of papers would 
have more self-contained and of 
homogeneous quality without this paper. 
This paper deals with the general issue of 
the economy's response to the stabilisaiion 
and stnictuial arjjustmem policies. The paper 
seems to have been written in haste as is 
evidenced by difTerem data sets being used 
in the two tables to teach similar conclusions 
on prices and inflation, and by covering very 
elementary and familiar ground on open 
hiaciss^aiwinics. The chapter also refers to 
nominal devaluation of June 1991, when the 
devaluation had occurred in two rhrses in 
«fiy July of 1991. 

Motel 

I I MUM iha die reader read die Inuuduciioa 

■n the book to gel a good sanunaiy of ihe 

Preen dM eoniiiMe dus hook. This wonM 

save me dm mdmrmimrnt of lepeiiliaa or 

nproductlaa. 


2 TUs problem of exlriwi c e of a opriiml pkn 
fat tdyMmiieeoBte)tt.MchaidHoue fonmlsied 
by Mahalanabis was nxwlaeil by me [Xomir 
1969], The iMpiittfam for this work cao be 
inccd to the audiar*s ataodatioa with the 
Plaruing Umi of ISl. Calcana (1960-621. 

3 ll it very well kaowa dw dc Second Hve- 
Year Plan ttnaegy of Mahabaobii aras reliried 
in l93SbyaMgh-poivetedpaaelorecoooniiitt 
coostilat^ by the uaioo gov et a mHi i for dus 
purpoae. 

4 I pointed Ibis out earlier is my paper 
'Forgetting lo Remember' in which I 
conunealed on the perfbrmaBce of the Indioo 
economy under the Nehni-Maiialmiobis era 
[Kucnrr 1992]. 

.3 Odc may loe Rakihil (1982) aad Kumar and 
Minal (I99S). 

6 Some wortc olong Iheae liaet is carried out by 
Narayaaa [lee Nanyaaa aad Kumv 1992 and 
Narayana and Shanda 1997}. 
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THE world we live in is making it ever 
clearer that communication of politics will 
be increasingly shaped by the politics of 
communication. The kind of politics that is 
cunsmicted by this process involves both 
coKiperation and emnpetition among potilical 
institutions and the media with the public 
constituting the ‘common target’. It follows 
that people’s construction of the ‘reality’ is 
sought to be both politicised and mediatised. 
In studies of mass communication such 
developmeni which is still a comparatively 
recent trend, cannot be explain^ by the 
’scientific’ approach (hat would focus cm the 
‘media effects’ from a vantage-point that is 
value-free, behaviouristic, ‘universal’, and 
too technocratic to keep wider societal 
concerns within its purview. Today, with the 
postmodern approachfes) becoming fas¬ 
hionable, the focus shifts to (he fragments. 
rejecting the nilc of the grand narratives. 
Ralph Negrinc, as revealed through the 
book under review, however, subscribes 
to none of (he slots and the related metho¬ 
dological compulsions. Possessing a rich 
mine of conunonsensical but uncommon 
perspectives he succeeds in having his own 
analytK space. 

Beariitg a title that is too general, if not 
vague, the book reflects the author’s 
endeavour to specify an issue that is usually 
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neglected by scholars engaged in (mass) 
communication studies. Negrine advocates 
greaiet and more intense focus on speafic 
political contexts and, moiesigniricanlly. on 
the naturi of infotmation per se to have a 
better understanding of the hidden snuctuies 
and relationships of the communication of 
politics. His conviction in this regard has its 
source in his observation that despite the 
globalisation-friendly world seeking to 
destructure all sorts of domestic com¬ 
pulsions, the local/nalionai level contexts 
simply refuse to go away. Keeping this in 
mind, Negrine points out tluunotwitetanding 
the globalisalion of communication systems 
and political fura. we are yet to be free from 
the political processes which have their origin 
in Ihe nation-states. 

Let us now refer to some significant poioa 
discussed by N^ne to have a dearer idea 
about the coniems of the book. 

The initial focus of the author is on the 
debate on the public sphere. The ratkmale 
of the debate which Htemptt, is varions 
ways, to create and recreate infonned, critical 
and paiticipatory diizens to whom polilKil 
views and news are to be cofflimniiaded. is 
endorsed by him. But he has grave doubb 
about the f^undamental assumfNkm of the 
debate: that information is fiecly avaiUbte 
and that every part of it is iugKMaau Such 
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aitumption tend* to etttbllsh an 
overwbebningly ftroctitral focus, with near- 
excfaisiveattetttianonaigaiiisaikioalaiialyaet 
of media and new* production. While the 
structural dimensions themselves are 
in^xmant. such exclusive focus relegates 
the complexities associated with informadon 
ittdf to the background. When the focus is 
•0 narrow the analysts fail to go beyond a 
certain point to exploie who ate at the helm 
of the public sphm debate and how they 
set up their agenda. 

Advocating the liberation of the debate 
from such structural constraints Negrine 
suggests that more attention be paid to 
exploring the ‘balance’ between citieena, 
m^a and the govemment/govenunental 
organisatioiia. It is became we too often tend 
to put media in a superior pedestal, thus 
overiooUng the fact that privaiely>owiied 
media, by its operational lo^, tiuy steadily 
weaken the scope for public paiticipatioa 
in the politica] process, or in an even more 
dangerous act, subtly establish itself as a 
‘viable substitute’ for people on the ques~ 
tioa of enforcing accountatnlity of govern¬ 
ment. 

Setting his own terms by his assertion that 
iidbimation is not necessarily scarce though 
it is commonly assu m ed as so. Narine 
explains, with examples, how reporters 
usually leave a substantial amount of 
information in the public domain unutilised. 
The imparlance of an ‘available’ piece of 
information primarily depends on the 
reiationshipi between sources and reporters, 
and the perceived newsworthiness of the 
piece. The author views‘leaks'as occasional 
occurrences in otherwise unchallenging 
journalistic routines and practices, which 
also reveal how much information temiiiu 
out of reach of reporters or it considered not 
worthwhile by them. In refusing to adopt a 
rigid definition of a ‘harmful' leak, Negrine 
paints out that any classified goveromeiit- 
souioed information, released for public 
consunqptioii, would have to be treated as 
‘leaks’, if oik piefcn to go by any rigid 
definitkm. 

The author adoptsacountiy-ipecificfread 
British} focus whn he discusm the reportiiig 
of parliament and ihe role of spedalisatwas 
in news organisations. He note* a steady 
dediiK in both quality and coverage of 
parliamentary proceedings and attributes it 
to a variety of couaes of which continually 
changing relKkmship between the medit 
and partiament and the lelaied factors of 
chaogiiig priorities withia the media,GfaangB* 
in gove nu ne nt are of prime significance. In 
this context, the author also makes a 
(fistiiKtioa between Ihe Britiah MPs who 
oonfiiw ihemadves to ‘nsaking laws', and 
their American counlerpnits who combine 


■uch a talk with ‘making news'. For ut, in 
India, where coverage of pntUainent. in both 
print and dectrooic mei^ is a boring and 
routine affair, it is passible to make a 
comparison with the British situatioa. After 
all. OUT pariiamem is supposed to posaeu 
anumbilical cord with theBfitishparliamem. 
NegrhK'sobservations on the question “does 
specialisation lead to 'better' tnedit?" 
consider many factors - overlapping of 
specialisations in news stories, rise and 
decline of status of specialists, ettton'whiint. 
andevenoutcomesoftieatment of'set pieces' 
by different specialists. Here again, tin 
instances are too British, much to Che 
diicomfort of the reviewer. But the diicussioir 
definitely leaves scope for yet another 
com p srat i ve estimate, keeping India at one 
end. At present, in the Indin media the 
general trend favours the ‘specialists', 
including Ihe newly-empowered ecotMmic 
and business corTcqxmdems. Such estimate 
can expose the myths, both positive and 
negative, that are associate with the 
'tpedalisU' in the Indian media. 

In his ‘construction of politics’ NegriiK 
diiplsys much contempt fiK the tendency to 
regard ‘publicopinion' ai self-defining. The 
concept of ‘public ofunion’ is sufficiemly 
ambiguous even to those who use it too 
often. Pundits like Pierre Bourdieu and 
Raymond Williams have, in their cUffoting 
ways, made ut aware of the posslbilitiet of 
inanipulations with theconoept Negtineadds 
that ‘public’ is often reganled as no more 
than an imagined collectivity which is 
iMBicallycwistnicted a n d ac t ed upon rather 
thanactir^.Accardiiigly.animportantiseue 
before the author is how individuab, as 
memben of wider pobUc/s, make sense of 
Ihe vrartd. Thus, Negrine carves out a 
‘constnictionitt approach’ which focuses on 
indivkhials, sudi as children, adoleicents 
and adults, nlber dun on collectivities. In 
explaining bow individuals think and 
structure their mind-set on issues in the public 
domain, the approach higMighls ‘comimm 
knowledge’ as distinct from the customaiy 
‘public opinion’. Active constitution of 
meaaiiigt, to be dittin^ished from'passive 
response’, is Ihe essence of iMt apjanach. 
In an inlefesting appendage, on the 
construction of politics by children, Ncgriiu 
draws Ktention to the way they introduce 
their individuality into a set of political 
framework of which they are a part. Here, 
one can Kfer fo a incem isfiM ofMfa redoy 
(September 1,1997) in which children ftom 
^fTerenl regioM lad runp of the Indian 
society construct Mwlr prditics on the baeic 
theme 'If I were PM*. 

All said and done, in individiial’s (as alao 
of public’s) predkafflent r^arding the 
oonstniction of poUtict is maitied by iMsfon 


between iheixiBsofitotMliudott on the one 
hand, and those of the nsrionsl/iocal levels, 
on the other hand. Tnie, in e ftmdaiBentil 
way, politica Is inherendy locd/haiional. It 
is also a fact that the rapidly gtebaUsing 
merda systems, for reasons of profit-making 
sod the compelliug need to have an extended 
‘reach*, have to recognise the existence of 
the local fragmeitts’.ButwIieiedodKpeople 
situate themselves in this context? hli^ne 
refers to three Ms - media-centred 
democracies, modem publidty process and 
media events - all of which seek to reduce 
public to the tevel of passive audience, rather 
than active partidptntt in the democratic 
proceu. Intesestin^y, the best evktencei of 
the modem publicity process and media 
events in recent times have come from the 
author’s honwtand, Britain. The modem 
publicity process which involves a 
competiti ve stiu ggle to influence and control 
popular perception* of key politica] event j 
and issues tiwough the mqjm mass media, 
reached new peak in Tony Blalr-Ied new- 
look Labour Party’s spectacular victory in 
the parliamentary elections. The media 
event- large-scale evem which is plan¬ 
ned, staged ‘live’ for national md/or inter- 
national audiences - of the ceMury was 
princess Diatu's funeral and her symbolic 
transition from an ‘errant girl' to the ‘queen 
of hearts'. 

There is little reason to doubt Negrinc’s 
repealed assertion that people, including 
those inhabiting the much-publicised 
democracies, are a beleaguerad lot. This is 
because they oe compressed between the 
media and die political institution* which ate 
trying to maximise respective self-interests 
(projected as i nsdtutianai needs) by clai mi ng 
to represettt the people tberasdYCS. The 
implieKtion Is simple but dangerous: we have 
to keep our mouths shin just because some 
external agencies have decided to represent 
us. Narine, of course, tries to find a way 
out. But the problem is that his faith in the 
cofutnictioaist approach ns a viable substitute 
fortheprevalent'public ophtioo'precludes j 
the pouibility of his altemative being left 
to eventual co-option. Moreover, an indi 
vidual’s opinion is hanOy a tutgle opinion, 
and h ii^f is exposed to all sorts of 
constructions, including those which 
reinfatce the might of the media and poli¬ 
tical institutiont. 

A concluding observation; Negrine 
has worked meiiciiloasly to sotlyse ihr 
crisis described above but he dMi nut 
provide a clear solution. Perhaps the 
author’s own predicament Is tufficieni 
indicatiem that we have to put greater 
effort to find sotutiona to liw Aindamenisi 
dtaUenge to our critical faculty in the pro- 
acnteia. 
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SPECIAL AETICLES 


Efficiency of Privatised Firms 

Evidence and Implications 

Puikai Tandon 

As the debate on the role of public sector enterprises rages in India, it is worthwhile to ask what we might 
learn from the worldwide experience with privatisation, since this policy has been applied in other countries 
for some time. Does it work? Under what conditions does it work, and under what conditions does it fail to deliver 
the goods? How can the competing interest groups be simultaneously satisfied? 

This paper is devoted to analysis of some of these questions, using evidence from around the globe. 


lotroductioii 

INDIA hat begun to re-examine the mic ol 
the public sector in the economy in the 
1990i. When the economic reforms package 
was launched in the midst of an economic 
crisis in the middle of 1991, ibe losses of 
the public sector were highlighted as an 
important cause of the crisis.' 'Diis was not 
the first time that India had looked into the 
public sector question. Reference must be 
made to the major studies of the Public 
Administration Reforms Commission, 
headed by L K Jha, set up by Indira Gandhi 
in the 1980s, and to the Aijun Sengupia 
Report submitted shortly thercid'ter. Another 
dimension that received considerable 
attention was that of 'direct controls' vs 
‘indirect financial regulation', which was 
the subject of the influential Narasimham 
Committee Report of 1983-84. These have 
been discussed in Iyer (1989). The Sengupia 
Committee had recommended the system of 
Memoranda of Unilcrsianding with the 
government as a means of restoring 
operational autonomy, and this suggestion 
was accepted. The Narasimham Committee 
recommnided a reduction of bureaucratic 
controls, and this was indeed done throughout 
the 1980s. 

The economic crisis of the early 1990s 
however seemed to suggest that all was not 
well with the public sector even after all 
these efforts at reform from within. The 
reform package therefore spoke of 
privatisation as the answer to the pr^em 
of the public sector. Such an approach is pan 
and pared of the Washington consensus 
which underlies the structural adjustment 
package adopted by the Indian govenunent. 
Inlerestiiigly enough, the ideaof privatisation 
predates the economic reform process, as 


arms against the proposed changes in the 
public sector.'The government therefore did 
what it could without openly antagonising 
the variousinterestsinvolved. One important 
part of this strategy was the disinvestment 
insharesofthe various units, with favourable 
allotments to workers in many cases. This 
effort was indeed begun, but it ran into i 
series of scandals that forced the government 
to pul the programme on the backburncr. 

After this the government shifted its focus 
to the publicly owned finanaal sectorwhich 
consisu of commercial banks and long-term 
financial institutions. Ibis has followed the 
recommendations of the Committee on 
Banking Sector Reforms, headed by M 
Narasimham. Many useful changes were 
made, such as better provisioning sy.siems 
and strengthening of the capital base of the 
banks.' In the process, shores were issued, 
and now many of these banks have shares 
traded in the stuck exchanges. 

There was talk of an 'exit' policy for 
labour but it never got off the ground. A 
National Renewal Fund (NRF) was set up, 
bur it never had anything like an adequate 
amount of money in it to fund both retraining 
exercises and the voluntary retirement 
schemes. Efforts at golden handshake 
schemes were made, but these required large 
injections of funds, which depict^ the NRF. 
Often the best talent left, leaving the units 
worse off than before.' Thus, although the 
debate on public sector reform in India had 
kept pace with international developments. 
etTorts to take the practice lo international 
levels were being faced with dilTiculties. 

The latest step in this ongoing debate is 
ihesettingupofaDisinvesimentCommission 
with a mandate to suggest the best way of 
disinvestment in the units referred lo it. The 
commission has adistinguishod membership. 
The chairman is GV Ramakrishna.whohas 
vast experience in economic administration 
in India. The members include two 
distinguished managen of the public sector 
- D Baau, former chairman of the State Bank 
of India and M R R Nair. former chairman 
of the Steel Authonty of India. There are 


two distinguished economists in the 
commission, D M Nanjundappa and Sureah 
Tendulkar. Undoubtedly, the commisiioa is 
well equipped to handle the complex 
problems involved. However, from the fint 
meeting, there have been disputes, reported 
in the press, about the unhappiness of the 
members with the terms of tvfaenoe of the 
commission. The members apparently feel 
that it is difficult to deal only with the units 
referred to the commission by the 
govmiment; the public sector system should 
be studied in its entirely. Further, there is 
a feeling that to get a good price for the 
shares of the units, restiucturiiig may be 
necessary as a precondition to disin vesunera. 
There is also the vehcmciH opposiiioo of the 
left panics, which support the present union 
goYcmmem, to both dianvesiment amt to 
opening up of the economy. To dale, the 
debate is raging. 

As ,:ic debate rages, it is worthwhile to 
ask what we might learn from the worWwide 
experience with privatisation, since this 
policy now has been applied in other countries 
for some lime. Does it work? Under what 
conditions does it work, and under what 
conditions does it fail to deliver the goods? 
How can the competing interest groups be 
simultaneously satisfied? This paper is 
devoted lo analysis of some of these 
questions, using evidence from around the 
globe. 

OvcY the past IS years, many countries 
have engag^ in substantia) programmes of 
selling state-owned enierprises (see Kiked 
Cl al 1992 for a survey). The common 
perception is that these programmes h«ve 
been highly successful aid hence des it ahic; 
forexamplc,Boyckoetal (1993)say; There 
is virtually universal consensus that 
privatisation improves cfTideticy.'' The 
implication of such a percepikm is that similar 
progranunes ought tobepursuedor extended 
in countries where the state sectors are stiH 
signincam in sire. 

To what extent is this perception jnslifled 
by the actual evidencr? This is dm bask 
question addressed in this paper. There are 


SIM 


Goeti Oouil (1991) shows in her book. 
Inlerestiiigly enough, the inttiiutioial base 
for this worit was the Iniritule of Public 
Enterprise in Hydendmdl 

Therefbtms received. asexpected,ai»xed 
tnaidion, with the unions in particular taking 
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two reasons why this question deserves 
serious study. The first is ihM, prior to the 
adoption of the ‘privatisation wave' by 
Margaret Thucher's goveniinent in the UK, 
the empirical evidence on whether private 
firms were actually morccfiicientthan public 
firms was rather weak. Further, there were 
theoretical arguments favouring each form 
of ownership. Thus the privatisation strategy 
adopted by the UK and since followed by 
so many other OKI ntries could hardly be said 
to have been based on undisputed theoretical 
grounds or on dear empirical observation. 
Now that some time has passed since the first 
enteiprise privatisations took place, we might 
re-open the question by asking whether there 
is solid evidence that converting public firms 
to private ones enhances cfTidency in one 
way or another. 

The second reason to study this question 
is thtt an analysis of the actual evicknee or 
experience with privatisation might help 
future attempts at privatisation design. If 
we can be clear as to the conditions under 
which privatisation works and those under 
which it doesn’t, we will be able to learn 
fhim (other's) past mistakes. Further, it may 
be passible to improve upon past best tesulis 
through a judicious use of policy. 

II 

Previoos Evidence Comparing 
PuUk and Private Firms 

Let us briefiy recall theempirkal evidence 
on performance comparisons between public 
and private firms. The purpose of this section 
is not to survey this literalure. Not only is 
this literature quite large, but there have bm 
several surveys of it and even a "survey [of| 
the surveys” (Bos 1991:50-52(.This section 
therefore seeks only to remind the reader of 
what these surveys conclude. What is 
teroarkttble about the surveys and even the 
Bos survey of surveys is how different are 
the conclusions of the authors. De Alessr 
(1980) and Bennett and Jfohnson (1980) 
condudelhattheevidenceisclearlyinfavour 
of private enterprise. Borcherding, 
Pommerehne and Schneider (1982) feel ihal 
the evidence indicates that private production 
is cheaper, but suggest that this might be 
explain^ by the lower level of competition 
that public entoprises generally face. They 
therefore argue that it is the level of 
competition, not ownership, that might make 
thedifference. Millwardi^ Parker (1983), 
Borins and Boothnun (1985) and Boyd 
(1986) all conclude that there is no syste¬ 
matic difference in the efficiency of the 
public and private secton. Boardman and 
Vining (1989). in what is the most 
comprehensive survey to dale, conclude that 
the evidence 

suggesuu ‘edge’ for the private sector, but 
the resulis vary considerably across secton. 

In sectors where there is some evidence of 


ngHrior public efficieocy (electricity and 
water), there is limited competition or the 
privatefinnsarehighlyregulated. Evidence 
of the greater efficiency of (private 
companies) appears to be in the d^veiy of 
sarvicei where governments’ subcontracts 
to the private sector and their moniicriag 
costs - for example, for refuse collectioo, 
fire protection, and noniail uantit - are 
relatively low. The health-related Utencure 
also luggestsgicalerefliciencyforthe private 
Mctor. but because few of the studies control 
for service quality difTerencat - which is 
obviously impoitamgivaithebeienigeneous 
nauireof these services - they are not wholly 
convincing (p 5). 

Finally, Bos (1991) in his survey of ail 
the surveys, remarks that it 
is interesting to note (hat Boardman and 
Vining'.s conclusion with respect to the 
effects of a lack of competition is exactly 
the opposite of Borcherding. Pommerehne 
andSchneider's( 1982) niaonneinent(p 52). 
It is not clear that (he conclusions of 
Borcherding et al on the one hand and 
Boardman and Vining on the other are as 
opposed as Bos suggests. Suppose (hat (he 
key spur to efficiency is competition, not the 
form of ownership. Then we are unlikely to 
delect a difference in (he efficiency of public 
and private firms as long as we cont^ for 
degree of competition. However, if we sim¬ 
ply look at public firms venus private firms 
without controlling for the market ftructure, 
then on average private firms are going to 
appear more efficient because they operate 
on average in roue competitive markets. 1 
believe the conclusions of Borcherding et al 
and Boardman and Vining are consistent 
with this hypothesis. 

Toelabonuca little fuither, this hypothesis 
implies that if we compare a public and 
private firm that compete against each other, 
we should not find a systematic difference 
between them. In some cases we might 
expect the public firm to be more effident, 
in others the opposite might be true. Many 
of the often-cited papers on airlines (Jordan, 
etc) and railroads (Caves et al, etc) serve at 
examples of this kind in duopolistic or 
oligo^istic markets. Alternatively, if we 
look at public and private firms that opeime 
as regulated granopolies, once again (his 
hypothesis would predict that no syitematic 
efficiency difference should be observed. 
Here the many papers on decitic utilities and 
water can be cited as examplca. 

When comparisons of the relative 
efficiency of the private and pubHc secton 
mure genenlly are made, the hypothetis 
suggests the private sector would come out 
looking better. Tlnis, for example, Vicken 
and Yarrow (1988) compare profitability of 
public and private industrial firms in (he UK 
fiom 1970 to 198S and find the avenge for 
private firms conristemlyhiglwr (see Table 
S.4, p 143).’ Kim (1981) provides a similar 


nauhfhmitheTMiiMfiocMei Ayubteid 
H^stad(l987)doacaiiipari«woriUskiiid 
for the 500 largest non-US fbna, and find 
■ similar netuh. 

From studies such as this, however, we 
cannot r^ecttiieealier hypothesis that degree 
of competition, and not ownership, drives 
efficieiicy. since the private sector firms do 
operate more frequently in competitive 
n^eu. Toaddicssthequeitionadequaiely, 
we need more careful that oontitrii for 
the level of competition. Kim’s paper on 
Tanzaniaissuggestivetmthiscottnt because, 
although there is no formal mecfaamim to 
control for competition, the firms in the 
sample appear to be rather similar, the public 
firms were sampled from among those 
explicitly intended to operate on commercial 
lines. At least two othm studies point in the 
same direction. Funkhouser and MicAvoy 
(1979) studied asampleofcon^Mrabie public 
and private enterprises in Indmesia. They 
found profit margins in private firms were 
higher, even when contioliing for industry 
and size. However, although unit operating 
costs for public firms were on avenge higher 
than those for pri vate firms in the foil sample, 
the cost diffoence disappeared once tluy 
controlled for size and industry. 

Finally, Boardman and Vining updated 
the Ayub and Hegstad study, looking at the 
profitability performance of the Fortune 500 
largest non-US firms, and attempted to 
control for degree of competition by using 
a four-firm conccnlntion ratio where it was 
available. They found ilite public fimw 
performed worse than privtee ones. The 
conclusion, however, ru^ to be tempered 
by the observation that the concentiteion 
ratio is a poor measure of the degree of 
competition we ore looking for. Evenafour- 
firm concentration ratio of 100 per cent may 
be consistent with sharp competitioo (the 
railroad or airiincchiopolies may be examples 
of this). TTk principle conclusion of Caves 
et al (1982) after locdcing at US and Canadian 
railroads was that the Canathan railroads 
(one public and one private, the two more 
or less equally eflicieal) were more efficient 
than thdr US counterparts, wltich were 
pri vale; their reasoning was that this was due 
to the more highly regulated nature of the 
US industry as opposed to Canada'i, which 
had been detcguliUed. Thus, in simply using 
1 concentration ratio, Boardman and Vining 
may not be doing enough to control for the 
dq^ofcompetition. Ifoither.llieBoirdinan 
and Viniog analyslsis focuaedoaprofiisbilily 
type indicators, which - as is well known 
- are not necessarily congruent with social 
erficieiicy. 

Tbeliteiteuiecoinparingpiibiicand private 
firms fat therefore rather Inconehisive. Thi> 
is nuiniy a consequence of the difficulty in 

disentengliiig the effects of ownership from 
ihDeffiets of regulation and non-oonqidilive 
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oiailttl itMctnw! NevefOdets, I would 

BoMimn md Viidng’t fciHiment that the 
edte foea to llwt pri vate Mctor. The evidence 
Hemt comlKent with a hypolhesia of the 
fotlowiog type: The key factor driving 
perftinn an ce It competition, not ownership. 
AVhen public enten>riies operate in maiicets 
where they have nunket power, they do just 
at well (orpooriy) as private firmi operating 
in siiQilar matkett under regulation. When 
markets are deregulated, the performance of 
fimis - public and private - improves. The 
suggestion is that, if public enterprises operate 
in market-type environments, they perform 
well. However, at an aggregate level, even 
when an attempt is made to control for degree 
of competition, it seems the publiccRieiprises 
come out looking worse. This may reflect 
the imperfect nature of the proxies for 
competition that are available to researchers. 
In particular, it may well be that public 
enterprises operating in ostensibly 
competitive markets nevertheiess enjoy some 
monopolistic benefits, such as preferential 
treatment in winning government contracts. 

In the next section. I will examine what 
light the literature on privatised firms can 
shed on this question. 

ni 

Evklence on Perfornuutce of 
Privatised Companies 

Broadly speaking, the studies on pri vaiised 
companies may be divided into two types; 

(1) Pure case studies, where enterprise 
performance before and after divestiture is 
compared. 

(2) Conqwrative studies, where emcrprisc 
perfotmance afterdi vestiture is compart to 
some benchmark. 

in tarder to study the effects of a new 
' economic policy succcsafully. and in order 
to be able to properly attribute observed 
changes to the economic policy under study, 
it would be destrable to have what statisticians 
call a ‘treatment group’, in this case firms 
that havebeendivesed. anda‘corurol group'. 
in thia cate firms that have not been divest^ 
but are otherwise similar to the members of 
Ihc treatment group. Since the treatment and 
control group! differ (ideally) only in that 
one group was divested and the other was 
not, obseived differences could, with sonw 
justification, be largely attributed to the 
divesdtuie.* This option, unfortunately, is 
not open to ut. Public en te rp n ses being 
divest typically do not have ‘twins' that 
aro not beiiigdi vested: they tend to be rather 
unique - often iiKinapaly-enterprises. Thus 
*< is difllaill, if not impossible, to find a 
coeliol group agaimi which the performance 
ofthedlvertedenterpriteacould becotiqMred. 
Somemi^aalvethia problem by comparing 
d>e petfbiniaace of the enteiprite before 
diveuiture with iti performance after 
diveatituiv, and attributing any observed 


changes to the divestitufc; This is basically 
what is done in most case studies. This 
approach, however, is applicable only m a 
stationary environment. In reality .economic 
conditions are constantly changing, and 
therefore changes in enterprise performance 
could be driven by changes in the economic 
environment (including other policy changes) 
rather than by policy changes such as 
divestiture. 

The altemative.andibelieve the preferable 
alternative, is to try to compare the 
petformance of the privatised enterprise 
against some suitable benchmark; that is, wc 
might try to create a control group. As was 
mention^ earlier, it is almost impossible to 
get a true control group, but we might get 
close. There are several possibilities. One 
might be able to look at a group of suitably 
chosen private firms to serve as the 
benchmark. Or oik might look at public 
sector firms that were not pri vaiised. Finally, 
it is possible also to construct a hypothetical 
firm as a benchmark, by creating a 
countcrfactual to divestiture. The 
cuunierfactual would be the same firm had 
it nut been pri vaiised All of these alternati ves 
have been tried, with varying degrees of 
success. As a class, however, studies 
involving comparisons have the impoitani 
benefit that it is possible to control for at 
least some of the other possible influences 
on performance. 

I consider the two broad classes of studies 
in turn. 

PuRF. Case Stuoies 

The most widespread information on 
privatisation experience comes from pure 
case studies, accounts of (he sale of indi vidual 
or groups of companies, with the authors’ 
assessments of whin were the unique features 
of the case and of what was the impact of 
privatisation. Many of these case sUidies 
have been presented at conferences, but 
remain unpublished, or arc internal 
documents of organisations such as the World 
Bank. Nevertheless, many case studies have 
been published or arc otherwise available, 
and wc can learn something from thent. 
However, it is not clear how gcneralisable 
are the lessons wc might learn from them. 
Individual case studies have many important 
dnwinck s as channels for studying the effects 
of privatisation. First, it is very difficult to 
compare alternative hypotheses. For 
example, if we observe after privatisation 
that a company's performance improves, we 
cannot be sure dun the improvement was not 
primarily due to, say, Uw more rapid growth 
being enjoyed by the economy at (he lime, 
or by the policies of liberriisaiinn and 
deregulation being followed by the 
gove rn m en t. Second, with case studies, there 
is a problem of selection bias. People tend 
to study only ‘interesting’ cases, and what 


constitutes an interesting case is frequently 
a subjective judgment. Somebody who 
favours privatisation is more likely to write 
a case study of a privnisation success story 
than of a failure (and vice versa forsosneone 
who opposes privatisation}. Selection bias 
can also be introduced by the firms being 
studied: the ‘failures’ may not be very 
I'oithcoming with infonnation. Third, even 
if there is no selection bias, there may be 
problem of bias in the presentafion and 
interpretation of information. When a fixed 
methodology to analyse a case is not pte- 
established, the researcher can consciously 
nr unconsciously affect the interpretatioa of 
the available data. 

The preceding discussion is not to imply 
that case studies are useless; only that their 
conclusions need to be seen with considerable 
caution. If all, or at least a vast majority, 
of cases yielded the same or similar 
conclusion;, thencollectivdy the case studies 
couldprnvidcabasisfor somegeneralisation. 
Unfortunately, the available case studief on 
privatisation do not present such a uniform 
picture. I turn next to examine taw of the 
most important studies of this class. 

Adam, Cavendish and Mistry 

Of particular interest is the series of case 
studies presented in Adam, (Cavendish and 
Mistry (1992), (hereafter ACM). In this 
volume, the privatisation programiiKS of 
seven cimntries belonging to the British 
Commonwealth werestudMd.andeach major 
company that had been privatised in these 
countries received some Mention. To this 
extent, the cases in the ACM hook do not 
suffer from very severe sample selectkin 
problems, since all the major divestitures in 
the subject countries «vere studied. As it 
happens, the privatisation record of these 
coumries was somewhat thin, and so we do 
not have a very large number of cases to 
study. Nevertbeless, there is a series of 
cases, studied by the same authors, and we 
find a mixed set of results. 

For Jamaica, we have five somewfaM 
detailed case studies: Soap and Edible 
Products (Seprod), National Commcreial 
Bank (NCB). Caribbean (^meat Company 
(CCC), Telecommunications of Jamaica 
(ToJ) and National Hotels and Propertka 
(NHP).’ Of these, no clear case can be made 
that effideticy improved in any case. aUioog^ 

NHP seems to ftinrish a plausibly posrtive 
story, in that the government started leaUsiiig 
some reiunis. first in the form of franchising 
fees, and then in sale revenues. This was 
theone casein which.implicttly.coiiipetitioii 
was enhanced as the holds under NHP were 
sold (o different hotel operators, la none 
of the other cases was there any change in 
(he market structure. NCB coniiaued lo 
operate in an oligopolistk market, wtak the , 
other three coniiaued to be monopoUea. 
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Seprod and NCB. in fad, retaiDed the Mune 
management, while at (XC and ToJ, foreign 
pattners who were already playing a nujor 
role in the companies were the ‘buyers’. In 
none of the four cases is there significant 
evidence of improved efficiency. 

In Trinidad and Tobngo, four pri¬ 
vatisations are discussed: National 
Commercial Bank (NCB).Trinidad Cement, 
Trinidad and Tobago Telephone Company 
and the Iron and Steel Company of Trinidad 
and Tobago. The only significant per¬ 
formance improvement story is that of 
Trinidad Cement, which was ‘shaped up’ in 
1987 while in public hands, turn^ a profit 
in 1988 and sold in 1989. Thus no case in 
Trinidad and Tobago provides evidence of 
improved performance after privaiisadon. 

Kght or nine privatisations in Malaysia 
teceivedcovenge. Inreviewingtheevidence 
on performance, the authors conclude: 

In the case of all the privaiisaiions surveyed 
above, avai lable evidence points to improved 
performance following privatisation, 
although frequently the Improvemeni 
picceded the actual sale. Such improvements 
can be seen not only in financial measures 
(piofils. turnover, dividend payments, etc), 
but also in a variety of operating and 
productivity measures. For example, 
improved operating efficiency in KCT is 
most easily measured in the reduction in 
turnaround times for container operation; in 
198S it was 11.6 hours, by 1989 it hod fallen 
by 23 per cent to 8.9 hours. Siitiilariy for 
the port as a whole, the average stay has 
fsllm ftora 8 to 3.8 days, throughput was 
up, and Port Klang mo>^ up from 11th to 
seventh position in terms of worldwide 
container port petfonnance. In MAS. load 
factors have risen iteadily since 1985-86. 
while revenue per employee rose by 20 per 
cent in real terms between 1985-86 and 
1988-89. Similarimprovementiareevident 
in MISC where real revenue per employee 
rose by 32 per cent in the two ye ars fot lowing 
prrvaiiiaiioa. and the company began to pay 
di vidends for tbefmttiiiiesince 1981 fTaMes 
9.10 and 9.11). The problem of separating 
the causes of these imptovememi is difficuli 
since most ules have occurred during a 
periodof rapid economic recovery following 
the 1985-87 recession. 

In fact, 1985 was the trough of a deep 
recession and 1988-89 looks like a peak. 
Thaefoiie the problem of confounding the 
cflectsof privatisation with those of economic 
recovery are particulaily severe here. Thus 
although the Malaysian experience is 
■Oggestive of the eflectivenew of privati¬ 
sation, no firm conclusion can be drawn on 
the basis of the analysis here. 

There is discussion of two privatisations 
in Papua New Guinea. Ihqwa New Guinea 
Shipping Coqioration was Inaol vent in 1986, 
was sold to an Australtan-conlrolled 
competitor and was subsequently integrated 


into the new buyer’s oper a tion s . Thusthere 
is no evidenoe on performance; and no 
discussion was offer^ on the Impact on the 
marfccL The second case, NIugini Insurance 
Corporation, appears to be a case study in 
how not to privatise. Bids were invited for 
this major insurer in March 1988, but iit a 
secret arrangement, government annouitced 
its intention to sell the company to a group 
of Malaysian busineumen with no insuranoe 
background. When reinsurers announced 
they would no longer reinsure the company, 
detnand for its policies collapsed, the s^ 
deal fell through, and k took two years to 
restore even a modicum of confident In the 
company again. It was not privatised 

None of the cases in Sri Lanka, Keiqra. 
or Malawi is particularly informative. Sri 
Lanka solda motor car distributor to adiffuse 
ownership with no management changes 
and no discernible effect on petfonnance. 
Kenya had a case (Uplawb Bacon Factory) 
in which the govemmem tried to sell iindn 
pressure from the World Bank, but was 
unable to do so. The authors criticised the 
haste of the attempted sale as being 
instrumental in its failure. Malawi had had 
no substantive privatisation to dtfe. 

In conclusion, the set of cases studied by 
ACM do not provide any strong evidence 
on the effect of ownership on performance, 
in several cases from Jamaica and Trinidad 
and Tobago, no change was made in the 
market stnicnire (in some cases even the 
managcmeitt did not change) and there 
appeared to be no real change in performance. 
However.in Malaysia,under similar circum¬ 
stances, some performance improvemem is 
indicaied. However, it is possible to at least 
partly explain this by the rapid economic 
growth enjoyed by Malaysia in the second 
half of the 1980s and (he greater nuuket 
orientation of government (and hence public 
sector) policy. It would be vital to study 
how Malaysia’s non-pri vatised public sector 
companies performed in this period. Finally, 
Jamaican hotels seem to give one dearer 
example of a classic privatisation and some 
impressionistic evidence of improved 
performance is provided. Here again, 
however, the degree of competition was 
obviously alao going up as the hotels were 
privmised, and there was the confounding 
effectofarapidimpiovefflentinthe Jamaican 
tourism industry. 'Thiu the ACM cases fall 
victim to the fundamental problem with 
individual case studies; it it very diflicult 
to establiih a true atiocialkm. 

Megginaon,NaslnmdvanRandeiiborgh 

The logiGal extension of the imfividual 
case study approach, looking at an individuai 
firm’s performance before and after 
privatis^on, is to look at such a oompnisM 
for a large number of firms aimillaiieoiiily. 
The basic idea beMod thii approach la dial. 


even though wacanconeladBvnylhliefiPoa 
Individual caae atndlea by looking at 
perftHmanoe befon and alter privatiaalkin, 
we can uy something by looking at many 
at Ifae same time, since then the efliBCti ttf 
confounding fheton ntight be expected to 
‘average out’. This approach has bemt 
adopted in a vahiable paper by M^ginaon. 
Nash and van Randenboigh(1994)(bena(ter 
MNR), who studied a lampleof 61 companies 
worldwide that had been privatised tlm^ 
share issues. Specifically, MNR solicited 
dma from 149 companies identified by 
Candoy-Sekse and Palmer (1988) os 
privatiied by share issue. Many of these 
were exclude later fiu various reastms such 
at data incompatibility. However, no 
response was tcMived from 36 co mp a nie s, 
erfwMd) 24 were “relatively small companies 
located in developing countries”. Thus, 
although the tnitbon may well be right in 
being “confident that the saiiq)le[tlMy] have 
collected... is refacsentativc of at least the 
largest and moat econonrically important 
privatisation", there may be a sdf-telection 
problem with regard to the deveIo|ung 
country compames, only 12 of which made 
it into the sample as coniipared to 24 that dkt 
not respond. 

Regardless of the sample problems, MNR 
have nevertheless gathmd an extremely 
useful data set for looking at individual 
company comparisons in an aggregate 
fashion. Their basic test is to look at various 
measures of performance for the two or three 
yean just prior to privatisation compared to 
the same measures for the two or thtw years 
afterprivatisatioa They comparetbe average 
pie-di vestiture performaiKe with the average 
post-divestiture performance for each 
company and then use the Wiicoxim Signed 
Rank test to see if the median change in 
perftKinanoe is zero. 

MNR used two measuies of efficiency; 
inflation-aryusted sales per employee and 
real net income per eaqrioyee. Of course, 
as partial productivity meaaumt. tfaeae are 
only sugg^ve of efficiency measures of 
greater interest, such as total factor 
productivity or allocative efficiency. 
Nevertbeleu, theae were the beat available 
measures givm data iimilationi. MNR find 
a significant improve m e m in efficiency - 
about 10 percent poimt in average sales 
per emp l oyee and about 25 peicemagB points 
in net inoome per employee. 'Thqr view 
these results as indicating “strong 
perioona n ceim p roveroent”. Ceitiiaiyoihers 
also have seen the MNR paper at strongly 
supportiveofthedeiMbUity of privatisation.’ 

However, I belitve the MNR retukt need 
to be intefpRtod wiih much gicaier caution. 
The p erfo r man ce improvemeoti they observe 

ore indeed nggeitive of the efficacy of 

privatisation, but there ere iMoy caveats one 

muM keep in mind. 




The most important caveat ii that 
i u anaaaptaalconyafi io iiiofthUiortdonot 
oontroi for other chanfci that may be taking 
place contenporaneottily. Aiwatieenin 
the comext of the Malaytian privatiuiioiu 
eailier, it ia (Uflictih to Kparate out the effect 
of privadiation from more general changea 
au^ aa economic growth or improved 
economic policiea. Now a aupponer of 
MNR'aapproich might argue that, (^looking 
at a relatively large croaa-aection of 
companieafrom many countiiex, MNR have 
impUdtly minimiaed the impact of such 
random effecta becauae the confounding 
effecta ahould ‘average out'. 

Thcreare two probiema with thiaaigument. 
Pint, aa MNR themael vet note, *>1 vatiaati on 
ia [often] accompanied by detestation and 
inafkctopening‘‘.Ifprivatiamion it correlated 
with more maiket-oriented policies (as I 
believe it almost always it), the effects of 
these policies will not average out, and so 
the MNR results could simply be picking 
up the effect of these liberalisation policies. 
Second, it may be that privatisation activity 
is also correlated with economic growth 
becauae governments find it easier to sell 
their enterprises during economic booms. 
There are numerous examplct to suggest that 
this is true;* it would be particularly tiue of 
stock market sales on which MNR focus. 
Thus It could well be thiU financial efliciency 
measures of the kind used by MNR are 
improving largely becauae of general 
economic conditions, not privatisation. 

A second caveat, noted by MNR, is (hat 
they may be “not documenting increased 
efriciency...but rather increased price per 
unit sokT. They argue that this is not the 
case because (i) they did not observe major 
price increases despite an intensive news 
collection effort; (ii) many utilities were 
immedi^y regulat^ via RPI-X, which 
tends to hold a cap on price increases, (iii) 
almost three-quarters of the sample 
companies operate in internationally 
com^tive industries, and (tv) no company 
reported a significam change in pricing 
policy. Although such arguments are mildly 
convincing, many doubts still remain. Fcr 
three of the sam^ companies which have 
been studied elsewhere” tome priceincreates 
did occur, although not in forms that might 
be immedittdy obvious. British Airways, 
for example, following its takeoverof British 
Caledonian, wu able to ndte domestic 
)wlds." Telefonos de Mexico enjoyed a 
tnusive price increase just prior to 
ptivadsatioa.” Further, although RPI-X 
regulation does appear to putacap on prices, 
■R practice prices can effectively be raised 
hecaute the Arm it normally fteeto rebalance 
Ptices within the 'basket'. Both British 
Telecom and Tdmex were able to rebalance 
theirprioetwiihinllieRPI-Xframewotkand 
'^‘Rreby raise revenues without raising so- 


called 'average prices'.'* Thus MNR could 
well be lacking up at leart some signiricani 
price effect in th^ efficiency measures 

A third set of commetUt relates to M NR' s 
cfTiciency results at more disaggregated 
levels. They found sales per employee went 
up significantly for competitive industry 
flrms, but not for firms operating in non¬ 
competitive (regulated) industries. (Sec their 
TaUe rV)."They do not report their findings 
on net income peremployee, which-judging 
by the fact that only 70 per cent of the sample 
exhibited increased netinco m e per employee, 
as compared to 86 per cent exhibiting 
increased sales per employee - suggests that 
the net income increases proved insignificant 
at the mote disaggregated level. This 
evidence therefore is consistent with the 
hypothesis generated in the previous section, 
that private firms are not significantly more 
efficient than public firms in non-competitive, 
regulated markets. 

Further, the median increase in sales per 
employee was significant for firms 
headquartered in OECD countries, but not 
significant for the non-OECD firms. 
Althcxigh this Imter insignificance is driven 
by the small sample, it is yet the case that 
die point estimate for the median increase 
was only 7 percentage points for the 
developing country firms, as compared to 
11 percentage points for the OECD firms. 
Combined with the sample selection 
problems mentioned eariier (tlm high non- 
lespoiise rate of LDC firms), this suggests 
that the applicability of these results for 
developing countries is more questionable 
than we might like. The fact th^ the study 
is of companies privatised through the stock 
market (an option much less available to 
many less-developed countries) is a further 
factor pointing in the same direction. 

In addition to the results on efficiency, 
MNR repon a scries of results on oHict 
effects of priviUisation. For almost all sub¬ 
samples, and the whole sample, profitability 
appears to go up. Once again, however, the 
sub-sample of firms operating in regulated 
industries shows only an insignificant 
increase in profitability. To the extent that 
profitability tells us anything about 
efficiency, we do not have strong evidence 
for improved efficiency in the regulated 
markets. 

Capital spending as a proportion of total 
sales rises significantly for the sample, and 
for the sub-sample of competitive industries, 
but rises only insigraficanlly for the regulated 
firms. This last result was surprising, since 
the need for massive investment has 
frequently been cited as a reason for 
privatisation of utilities such as tcleconu. 

In what they regard as perhaps their “most 
surprising and important results", MNR find 
that employment tends to increase after 
privatisatkm. although!»; zn insignificant 


amount nttther, they find a tendency for 
the level of etnploymcm to rite more or leu 
continuously over the seven-year period 
centred around privatisation. Once again, 
there is a confounding problem: the upward 
trend in enqiloyment suggests that Indeed 
there is a correlation between privatisation 
and economic growth - the increased 
employment may be more reflective of 
‘boom' conditions. Recall that sales per 
employee are showing an increase, to sates 
themselves are obviously growing very 
rapidly. It is more likely that this is due to 
a favourable economy rather than 
privatisation. 

The MNR paper, being the only one of 
its kind, has filled an important gap in the 
literature. By comparing the performance 
(albeit by rather imperfect measures) of a 
large number of enterprises before and after 
divestiture, they have taken the case study 
approach to its logical, aggregative 
conclusion. However, by its very nature, 
this approach can give only suggestive 
conclusions at best, because of its inability 
to isolate the effecu of privatitation from 
those of improved policies or of economic 
growth which may be highly eorrelaied with 
the factors leading to |»ivattsation. That, 
by showing improved performance after 
privatisation, this approach cannot persuade 
us to truly reject the hypothesit that pubBc 
and private firms perform equally well. 
Further, because the MNR resulu were to 
weak, and mostly insignificant, for firms 
operating in regulated industries, the 
hypothesis that public and private firms 
operate about the same in regulated markets 
actually receives some mild support from 
this paper. For those who do wish to interpret 
the Ml^ results as supportiveof divestiture, 
the results certainly suggest that less should 
be expected in non-competitive markets. 

Concluding Remarks on Pure Case 
Studies 

Besides the studies of ACM and MNR, 
there are a wide range of individual case 
studies, soiTK of which have already been 
mentioned in our discussion. It is not only 
infeasible to track them all down artd diicusa 
them, it is also unnecessary, since ultimately 
such studies will be unconvincing. We can 
find any number of success stories (such as 
Ivan Bergcron'sdiscussion of tbcTogo steel 
case - was success due to privatisation or 
to the special conditions granted by the 
government?) or‘failures’(such as the study 
of Lan-Chile by Ricardo Paredes-MoHm 
and Ravi Ramamurti - Did the (TMlean 
government have to bail out the company 
to save it from bankruptcy or might it have 
survived and come out stronger?), and at the 
end there wilt be more questtons than anwen. 

Inconclusion. therefore, it appears that the 
case studietof privatisations. Hkeihepreviout 
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dwitlgM ‘«^lDliM|irivaiiied firms. But 
dm (Mult Momt inooncluiive, and it it 
putiodvty weak for ftmii operating in 
regidaled auiketB. 

CoawABATivB Studies 

Ituroueiatoconaideritudiei that improve 
upon the inteitetnporal case studies by 
couqiaiing the performance of privatised 
firmaagainitalteniativebenchmarki thereby 
attempting to control for nuyorenvtrorunenial 
variaUea such as government policy or 
economic conditions. The alternative 
benchmaika have been of thtee types: (i) 
firms that were private throughout the time 
period under consideration, (ii) firms that 
remained public throughout, and (iii) 
hypothetical counterfactuals of how the 
privatised enterprises would have performed 
had they not privatised. 

Benchmark: Private Firms 

The only study of which I am aware that 
compares the performance of pri vatised firms 
with that of private firms is by Hutchinson 
(1991). fn this paper, the petformance of 
six privatised UK firms was compared with 
private sector firms in the saq^ industries, 
to see whether privatisation led to an 
improvement in the relative performance of 
Iheemerprise. The firms included arc shown 
in Table I. 

Onceagain, raiherunsalisfactoiy measures 
of perfotmanoe were used. They were labour 
productivity, profitability, capital intensity 
and the growth rates in labour productivity 
and capital intensity. The results were mixed. 
National Pieigta and British Airways had 
growth rates in labour productivity after 
pri vatisatiem higher than their rivals' .Ferranti 
and Rover continued losing ground to their 
competitors, and British Aerospace and Rolls 
Royce stayed about the same. On balance, 
tbmfore, the results of this paper are 
consistent with the hypothesis that, 
conitplling for marlcet structure, there is no 
systematic difference in the performance of 
public and private finns. 

It ir4onh noting that ACM compared the 
stock market performance of Jamaica’s 
National Commercial Bank with its chief 
private lector competitor BNS, and found 
BNS outperformed NCB by a wide margin. 

Benchmark: Public Firms 

A very logicai benchmark against which 
to compan the performance of privatised 
linns is other puUic sector firms that have 
not been privatised. By luch a comparison, 
it is possible to control at least paitially for 
effects of general economic gr^h and of 
tbeovenril orientation of government policy. 
Ofcaurie.lndustiy>apedricdiffcrcnccsmay 
■nae, midering the comparison suspect. 
Neve ntir i m , it seems there is less of a 


ooitfoiindLngpioUeNifeerethaninthestraight 
intertemporal c o mp eri e o ni . 

In this light, the work of Bishop and Kay 
(1988 and IWl) is perticulaiiy valuable. 
They compmvd the pefformance of the 
privatised UK companies with that of firms 
that stayed in the public sector, and on the 
whole found no strong evidence to indicate 
that the privatised firms did better. 

They first looked at profitability, as 
measured by return on capital employed 
(ROCE) and retuni on sales (ROS). They 
found that both ROCE and ROS were 
generally quite a bit higher among the 
privatised companies than among the public 
sector ones, but this had been (roc even 
before the companies had been privatised. 
Thus it appears that the causality ran the 
other way: the more profitable firms were 
sold early, leaving the less profitable ones 
in the public sector. Of the privatised 
companies, eight showed an increase in ROS, 
three a decline. For the five public sector 
companies, four showed an increase, one a 
decline. 

A better measuteofperformance, as argued 
by Bishop and Kay also, is total faaor 
productivity (TFP). This eliminates the 
effects of price regulation. All companies 
showed higher TFP growth in the 1983-90 
period Ihanduring 1979-83. More important, 
the highest rate of TFP growth was shown 
by British Steel, which was privatised only 
in December 1988,'* and more generally, tiw 
finna privatisedeariy soemedtobe soroewhat 
poorer perfonners. Table 2 shows I he ranking 
of the enterprises by annual TFP growth 
during 1983-90 (asterisks indicate public 
sector companies). 

Asihctableshows.thc pubi ic sector fiim^ 
turned in a creditable performance! What 
was driving this is clear: employment in the 
public sector companies fell 33 per cent 
during 1979-88, whilcinthe privatised firms 
it increased marginally. Thus Ibe TFP effect 
seems to stem not from industry-specific 
factors, but rather from resolute policy on 
the part of the government to improve public 
sector effidcncy. Unfortunately, Bishop 
and Kay do not provide TFP calculations for 
(he privatised firms operating incompetitivc 
industries. The evidence they provide 
therefore suggest.'- once again that, at least 
in monopoly industries, public sector firms 


perform more or leu equally w«U aa 
privatiied flima.** 

Another study whidi coinparea the 
petformance of privatised firms with fima 
that remained public is Lorch (1991), In 
some respects, the sample Lorch worked 
with teems ideal. He compared the 
performance of 24 pri vatised textile mills in 
Bangladesh with 3S other mills that the 
government did not privatise. Thus Us 
‘treatment’ and ‘contrd’ groups were very 
similar - they were all textile mills that had 
been nationalised in the 1970s, some (rf 
which were now privatised (in 1983-84), 
and some of which remained in gov e r nm ent 
hands. However, Larch nude no attempt 
to identify the reasons why paitic^ar mitli 
had been pri vtaised and why others had not. 
Thus it might be plausible to suppose that 
the more efficient mills were the ones 
attractive to private buyers,'* creatiqg a 
systematic bias in the sampling. Furtte, 
Lorch used rather unconventional measwes 
of performance. He meuuied static efTidency 
in four functional areu: procurement, 
production, sales, and support fonctioiis. 
‘Efficiency’ is defined w 'cost-advantage'. 
The measurement of this cost-adviiaage is 
based largely on interviews. In additioii, 
Lotch look^ at dynamic cfTtcieocy by 
looking for investment in new capacity, 
technological upgrading and human capital 
development. No assessment is offered u 
to why these thi ngs are necessarily desirable, 
particularly capacity expansion. 

BocauseofiisrathtfunclearmethodoJogy, 
the Lorch study cannot be taken to be very 
definitive. Nevertheless, the results should 
berc.jrded. I'rivale mills were found to be 
moderately more cflicient in his sutic sense. 


TablsZ: TFPGsowtii RjimiN UK COmtanws 



198.3-90 

1979-83 

British Steel' 

7.-3 

4.6 

British Coal' 

4.6 

-08 

British Rail* 

3.7 

-2.'» 

British Teiccoin 

3.7 

3.0 

Post Office' 

2.7 

1.7 

Etcctriciiy Supply' 

2.6 

-0.3 

BAA 

2.6 

-1.6 

British Gas 

2.2 

-1.0 


\iiu- 'denotes companies act pcivaUied or 
privaiiitfd laie. 

Simire: Bishop and Kay (1991). Table 8, p 30. 


Tails I. Hutthmson's iMOiismYGaoi'nNG 


Aerospace 

Etecirnnic and 
Electrical 

Auto Making 

Freight Moviiif 

Aviadoa 

British Aerospace* 
Rolls Royce* 

Dowty Elec 

Stnltltt Ind 

Ferranti* 

Phillips Plesscy* 
Thom EMI 
Slandaid 

Tel and Cable 

Rover* Dev Grp Transport 

Ford Natioiul Freight 

Vauxhall 

Peugeot 

Briiisb Aiiwsgrs* 
BrilUiCMedaniMi 


Note: *(ndicstei the (knu m the experiineaial groap 
Sourvt: HMchinson (1991) ’’'able 6.1, p 89. 
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but no more 10 in (he dynamic tense. Thus 
Loich concluded that the Bangladesh textile 
industry does not offer a very strong 
endonemem of privatisation as far as its 
efficiency implicatiom are concerned." To 
this extent, the Lorch results are consistent 
with those of Bishop and Kay. 

Benchmark:Hypothetical Counter^ 
factual 

Comparing the performance of privatised 
firms with already private firms or with lirms 
that were not privatised will always be prone 
to the criticism that the ‘control group’ and 
‘treaunentgroup’ arctoodissimilarto permit 
a valid comparison. An alternative bcnch- 
marit, thbrefoie. would be the hypothetical 
performaixre of the privatised firm had it not 
been privatised. Two noteworthy studies 
employing this technkitie are the study of 
Nippon Telegraph and Telephone (NTT) by 
Tiduuio and the cross-country study by Galal, 
Jones, Tandon and Vogelsang. 

Takanot l992)studiedtheprivatisai}onof 
NTT. NTT was converted from a public 
corporattontoajoint-stock company in April 
1985. Starting in late 1986, shares of the 
company were sold through the stock market 
in three tranches;’* by fiscal 1990, 
gDvenment'sshareholding had been reduced 
to about two-thirds of the shares. Thus the 
'privatisation' of NTT was very much partial 
in nature; control of the company did not 
change hands. Simultaneous with the 
privaiisationof NTT,govemm«it introduced 
signifleam competition and deregulation in 
essentially all the markets in which NTT 
opermes. As Takano notes, attributing 
observed changes to privatisation therefore 
becomes rather difficult. 

Nevertheless, Takano attempts to carefully 
coastfuct acounterfactual to the privatisation 
scenario, where he explicitly allows for the 
introduction of competition. He identifies 
two critical differences between the 
privatisation and counterfactual (non- 
privatisation) scenarios: 

(1) Non-operating income. 

(2) Persormcl expenses. 

Specifically, he concludes that in Bscal 

1990, NTT saved SI .23 billion by reducing 
non-operating losses, and S893 million in 
personnel expenses. He thetefoK suggests 
that privatisation led to a substantial 
performance improvement of over $2.1 
billion for that year alone. This is more than 
two-thirds of NTTs actual net income in 
1990 of $3.2 billion. The conclusion of the 
analysis is that the privatiiiUion made a 
lubstantiai difference to performance. 

Before we can accept this conclusion 
wholeheartedly, however, some comments 
am in order. 

The first point to note it that Takano takes 
1983 as NIT s fint poit-privatisation year. 
Thus he is implicitly taking the corpo- 


tatisationofNTTin April t98Sa8theptivMl- 
uHod event To many, ‘corporatUatlon’ of 
a public enterprise is viewed as a type of 
IhMic enterprise reform, not a privatisation. 
Certainly no ownership change is (or was in 
the NTTcase) involved. Indeed, throughout 
the study period, NTT remained majority^ 
owned ^ the Japanese government. No 
management changes were made, although 
a CEO from the private sector had been 
appointed in 1981. Ii is therefore arguable 
whether the ‘privaiisation’ of NTT is 
substantially related to any ownenhipchange 
(even in the form of a minority private share¬ 
holding) or to government's determination 
to run the company along more commercial 
lines. 

The second point relates to the concept of 
'performance' used by Takano, maximising 
the private income of NTT. Whether this 
is the notion of performance most rclevam 
to economic analysis is questionable. In 
particular, the two 'performance gaps’ in the 
coumerfactua) scenario are higher non¬ 
operating expenses and higher personnel 
expenses. The privatised NTT lowered non- 
operating expenses primarily through 
rescheduling of debt at lower interest rates, 
thereby bringing about a substantial reduction 
in interest costs. Had this rescheduling not 
taken place, however, the holders of NTT 
debt would have been richer by exactly the 
amount saved by NTT; assuming all the debt 
was held domestically, Japan as a whole 
would have been no worse off. It is unclear 
therefore whether the saving in interest 
expcrtscs should be seen as a performance 
improvement from the social point of view. 
Of course, a saving in personnel expenses 
could be seen as indicative of a produtnivity 
improvement if labour was being used more 
productively; we will return to this later. 

A third point relates to the actual calculation 
ofibesavinginnon-operalingexpenses. We 
are given very little detail here, so a precise 
analysis is impossible. We are told that, in 
(he counterfactual scenario, "{ijt is assumed 
that little progreu would be made at reducing 
long-term debts...Thus, it is... assumed that 
non-operating expenses would be improved 
only at the preprivatisatkm pace" (p 98). 
Whatexactijelhe 'prcprivitisationpace' was 
is uftclear. However, what is known is that, 
during the period 1982-88, imerett rates 
came down dramatically. For example, 
Japanese government bond yields fell from 
8.06 per cent in 1982 to 4.27 per cent in 
1988," with the biggest decline occurring 
between 1983 and 1986 (from 6.34 per cent 
to 4.94 per cent, a 22 per cent decline). 
Whether market conditions would have 
permitted NTT to re-organise ks debt prior 
to 1983 is a question that deserves 
examination. Alto,pushtnglheprivaiisalion 
episode to Itfe 19^ mighl also aher that 
analysis of privalisation't impact 


Finally, a pdnt about dw decHae in 
personnel expeosa. These were iosrer In 
the privatised NTT became td' a decline in 
the number of empioyeea. We am not told 
what exactly is assumed forthe en^loyment 
level in the non-privalisatioo scenario, except 
that it “Is assumed that the cutback in 
penonnel... would not be promoted” (p 97). 
This may be taken to mean that the level of 
employment was left unchanged. However, 
looking at Takano's TaUe 3-13 (p 70) we 
see that employment fell by 9,700 in 
1982-84. another 16,000 in IM4.86(which 
could be teprded as pre-privatisation yean) 
and then another 40,000 in the four years 
1986-90. ItisciearthMthepnicestofcutting 
back personnel started out in a maimer 
unrriated to fuivalisation, indeed Takano 
mentions this as something that the new 
CEO in 1981 had begun. If one looked at 
the trend in personnel cutbacks, perhaps 
most could be explained at belonging to this 
one process. Further, nearly I4,000woikers 
were ‘eliminated' by being iiansferred to 
NTT subsidiaries, including 6,800 in 1988 
when NTTs data communicationi divisioti 
was spun off as a subsidiary. Obviously, 
'reducing' the number of employeet by 
spinning off divisions u wholly-owned 
subsidiariesis notatruepenonnel reduction. 
Between the trend set in motion in 1981 and 
' the transfer of employees to subskfiaiies. 
perhaps much of the reduction in emplo¬ 
yees could be accounted for. Takano's 
calculations on the tremendous saving in 
personnel costs due to privatisation arc 
therefore suspect. 

In sumnuuy, considerablequeations remain 
about Takano’s conclusion that the 
performance of NTT improved dramatically 
following privatisation. 

Gala], Jones, Tandon and Vogelsang 
(1994) (hereafter GITV) provide a set of 
cases from four countries - Chile, Malaysia. 
Mexico and the UK. They exmnine the 
performanceofeachofthreeprivatised firms 
in each country and compare it to s 
hypothetical counterfactual of how the firm 
would have performed had it not been 
privatised. This approach has the important 
benefit of controlling, at least in ptincipli:, 
for environmental effects such as economic 
growth or government pdicy. At the same 
time. It pays a price because the construction 
of the counterfactual involves a significant 
amount of subjective judgment, thereby 
leading to the possibility of conscious or 
subconscious Mas. Puither, because the 
construction of the counterfactual is 
extremely time- and itafthlntenslve, only » 
Hroited mimber of specific cases could hr 
stutBed.therebyexpoaingthe study to sample 

leleetion pmUeirn. 

Nevertheless, theOJTV study made several 

other advances. Notably, this is the ftrsi 
study to look at the overall weltee impaci 



r rMher than juit the 

nfarmanoe of the enlerprije. Indeed, 
xaHM the authon were aiming for this 
luch more comprehensive efficiency 
moept, they had no alternative but to 
mstnictacoiinterfactuid. In looking at the 
elfare impact of the pri vatisatioa of a 
rm (say a teiecommunications firm), there 
no way to infer this by looking at the 
diaviourofother firms in the public sector, 
he discussion by aiffbrd Winston (1993), 
I his review of the welfare impact of 
ngulation in the US, applies equally to 
le study of the welfare impact of 
ivatisatioii: 

limply comparing the economic welfare of 
afllMaedgiDupi before and afterderegulation, 
ai is frequemly done in the popular press, 
fails to account for the effects of coniem- 
poraaeousebanges in other economicfacton, 
such as the busineu cycle and technological 
trends, that also affect welfore. Suchchanges 
should be isolated from the analysis to the 
extent that they may have occurred 
independently of the change in regulatory 
poli^. Emphical aaaettments of the actual 
effiecu of deregulation therefore require a 
counterfoctuil approach. Tbecounferfoctual 
approach isolates external economic effects 
by measuring the effect of one policy, e g, 
dmgulation, on iffected groups' welfare 
during a particular time and comparing it 
with the effect that the alternate policy, 
regulation, would have had on their welfare 
during the same time.*' 

Replace the word ‘deregulation’ by 
rivaiisaiion', and the sameargument af^lies 
sre. 

In looking at the total net welfare impact 
'privatisation, GJTV are able alto to pro vide 
disaggregation of the distribution of that 
elfare impact among differem groups of 
unoinlc acton, such as consumers, woiken. 


the enterpriseKwiiera. oompetiton, and the 

govemni ^ Hnaliy, they are also able to 
diiaggregate the welfare impact by the 
loufoea of the welfare changn, such as pnee 
changes, changes in the level of investment 
or employment, productivity changes, and 
toon. In this way, they provi^ some insight 
into exactly bow privatisation might raise or 
lower welfare. 

The companies studied by GJTV, and 
their basic results, are preaented in Tables 
3 and 4. They found welfare improvement 
in 11 of the 12 cases; the one exception was 
Mexicana Airline, where the new owners 
made many misiaket, including particularly 
the launching of an ambitious investment 
programme just as demand growth slowed 
down and competition from another 
privatised airline (Aeromexico) heated up. 
A note of explanation of what the numben 
in the tables mean. In order to present their 
resul Is in a way that meaningful comparisons 
could be made across countries, GJTV 
calculitte the welfare impact of privatisation 
(which is the present value of a stream of 
welfare effects into the future), multiply by 
an appropriatcdiscount rate (thereby finding 
the annuity equivalentoflhai welfare impact) 
and then divide by the level of sales for that 
enterprise in the lari year prior to privatisation. 
Thus a stated figure of, say, 13 for the 
welfare impact means that thrir estimate is 
that the social welfare rises by an annual 
aniount.stretchingindefinitelyimo the future, 
equal to IS per cent of pre-privatisation 
sales. 

The finding of a positive welfare impact 
in It out of 12 cases seenu tike a strong 
endorsement of privatisation, and indeed 
that is the interpretation normally accorded 
the study.’’ The natural question to ask is: 
Does the GJTV study clearly contradict all 


the previous literature, which seemed so 
ambiguous? Rntiier, ahliough the sample 
is thin on firms in competitive induitiies 
(there are only three), the evidence is that 
the welfare inqMct in these industries is 
small, while some of the monopoly firms 
exhibit very high welfare improvemeiits. 
This too seem to fly in the foce of previous 
studies, which showed no substantive 
perfotmancedifrerencetni^ulaiedmifkela. 

I would argue that the GJTV results ve 
not as dramalicaUy difrefent fiom previoas 
work as might appear. First, note that no 
previous work has studied the net welfirc 
impact. Rather attention has been piM to 
only very limited concepts of firm 
performance, such as profitiMlity. labour 
productivity or total factor productivity. 
Second, if we look at the column marked 
'Productivity' in Table 4, we tee that three 
of the 12 samplefirmsexhibitiio productivity 
improvemem. and another four exhibil only 
very small productivity imp rovem en u . Thus 
only five of the 12 firms show significaA 
productivity improvements (the word 
‘significant’ here has no statistical cooieat). 
with 7 showing no or little in^aovemenL 
This conclusion is fairly consistent with 
prr i^ious studies. 

What then is the lesson to be teamed fiom 
the finding that 11 of nfirmshadapotiiive 
welfare impaa? I believe the imponant 
poim to note here is that welfare may be 
improved in a number of diflerem ways, 
some of which may or may not show up in 
more traditional 'pcrfonnaiKe' measures 
such as productivity. Two partkulariy 
important channels for welfare improvement 
found by GJTV were rapid investmoit or 
product diversification, allowing the firm to 
satisfy unmet demands of various kinds and 
price rationalisation (1 believe Megginson, 


Table 3. Winness and Loseu fscim DivEsmuaE m the GJTV Studt 





Domestic 





Foret an 


nintiy and Enterprise Oovemmeni 

Buyers 

Consumers 

Workers* 

Others 

Net Welfare Bnyen 
Change 

Consumers 

Others 

World Net 
WdfacChM^ 

ii'lrd Kingdom 
itisb TeJecom 

2.70 

3.10 

4.90 

0.20 

-0.10 

10.80 

1.20 

0.00 

0.00 

12.00 

itish Airways 

0.90 

1.40 

-0.90 

0.30 

0.00 

1.70 

' 0.40 

-0.50 

0.00 

1.60 

ttioaol Fteiihi 

-0.20 

0.80 

0.00 

3.70 

0.00 

4.30 

0.00 

0.00 

0.00 

4.30 

Uk 

■ULOBNBR 

-1.40 

2.00 

0.00 

0.10 

0.00 

0 70 

1.40 

0.00 

0.00 

2.10 

4ERS1S 

-1.60 

7.60 

2.20 

3.90 

-7.40 

4.60 

0.60 

0.00 

0.00 

SJO 

rc 

8.00 

1 00 

131.00 

1.00 

4.00 

145.00 

10.00 

0.00 

0.00 

153.00 

olayMia 

•Ityaion AMine Svatewi 

3.20 

2.00 

-2.90 

0.40 

0.00 

4.60 

0.80 

0.80 

15.80 

32.10 

iJaat Coataiiwr Termiaal 37.60 

11.30 

6.20 

7.00 

-11.90 

50.40 

2.90 

3.10 

-3.00 

53.40 

Tmo Mal^iia 

txico 

'lefeMSdaMeaieo 

13.60 

10.70 

0.00 

0.00 

-13.00 

1090 

0.00 

0.00 

0.00 

10.90 

13.30 

11.40 

-62.00 

l.S.60 

28.30 

6.60 

25.10 

0.00 

17.90 

49 JO 

■ronexko 

62.30 

3.90 

-14.60 

2.40 

-2.30 

52.90 

1.80 

-6.20 

0.00 

48 JO 

exkanadiAviadaii 

3.50 

-1.40 

-7.70 

0.00 

3.20 

-2.40 

-1.30 

-3.30 

0.00 

-7.00 


AllflgatetamllieaniHialcoiB|xineniofihcpenietaiiy«quivaleMtoihewelfaRchange,cx|)retaedatapcrDeniagearaaaMlsalniaihalasi 
pndlveatltaR yur. 

’lachHlea woifcen both in their rok as wage camen and as buyers of sham. 
urctr. Author’s caleulaitoM: Oolal. Jones. Tandon and Vofdtang (1994). Tible 23-1. p 528 
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et •! were also picking up lome of thi* 
effect). Bothofihw channels arecomiHem 
with a more coromerciaily-oriented stnuegy 
of Duuiaging the enterprise. 

This sakl, the next ^vious question is; 
Are these sorts of benefits related to private 
ownership per se or to a nurket-otiented 
economy? in other wonts, could the welfare 
gains be attributed to the transfer of 
ownership, or could there be other possible 
explanations for them? This question is 
difficult to answer since all four countries 
examined in the study were engaged in re¬ 
orienting the economy significantly towards 
markets, simultaneously with their 
privatisation programmes. There has been 
some misundnstanding on this point, and 
it therefore bears some discussion. What 
GJTV set out to do was to compare the actual 
and projected performance of the divested 
ente^se with what its peifonmuice would 
have been absent divestiture. Now this 
counterfactual (performance absent 
divestiture) is obviously open to judgment. 
In pwticular. what should be the assumption 
with regard to how government policy will 
proceed? Should we assume that government 
will do the best it can short of divestiture? 
Or should we assume a continutfion of 
goveroinem policies as they can be observed 
up to the divestiture event? GJTV opted for 
the second approach, no doubt because they 
felt the fint would be highly speculative. 
That they did not adopt the first approach 
is made clear. For example, in concluding 
their discussion of British Telecom, GJTV 
say: "note that while assessing what was 


aoooinpliihed by divestinire, wehtve inpUad 
nothing about what cmild have been 
accomplished by reform under continued 
pubUcaperatkm”. SimHarly.inwmmariiing 
their results, they point out that “many of 
the gains commonly associated with 
divestiture could also be achieved in theory 
through the effective implementaiion of 
puUic sector reforms, with an emphasis on 
the application of maiket prindples to the 
publtcenterprises".” Indeed, in the Mexican 
cases, they explicitly acknowledge that it is 
difficult to separate the effects of the many 
changes that govemment was impiemmting 
simultaneously, and so the welfare change 
estimates should be seen as accruing to the 
entire policy package that included 
divestiture, liberalisation, and deregulation. 
Whether most or all of the estimated gains 
might have occurred anyway without 
privatisation but through a re-orientation of 
policies to emphasise market forces, therefore 
remains an open quesUoa Note that this last 
statement does not mean that the welfare 
gains cannot be attributed to divestiture, 
only that GJTV do not establish that the 
gains can be so attributed. 

In conclusion, therefore, the GJTV study, 
while providing a series of cases studied in 
great depth,andwiihaconceptua] framework 
that attempts to solve some of the knotty 
problems ^ attribution, leaves >inanswered 
the fundamental question being examined 
here: is good performance affected 
substantially by |»ivaie ownenbip or is it 
primarily deteffluned by the presence of 
meaningful competition, and the orientation 


of firms in the eooaomy <0 fevood to jKlce 
aignalf? In this context, it is iiaeAil to recall 
(i)theexpeiienceiMriicuiasiyoftheJanaicao 
privmiaiitioa(whm moat privatltatlou were 
cairied out with absolutely no change In 
market atructure. gove r n m ent interventioa 
continued unabated, and no substantive 
changes in effidengr were observed) and (li) 
the Bishop and Kay calculationt showing 
that Don-privatiied public firms in the UK 
exhibited productivity improvements very 
comparable to those of the privatised firms. 
In tte light of these results, the GJTV results 
are entirely consistent with a hypothesis that 
says that the primary motive force behind 
improved performance is the creation of 
more competition and a reliance on a 
commercial orientation, not the tnuisfer of 
ownership. 

IV 

ImpUcatkiiis for Design of 

Prfvntintkm Programmes 

In the previous section. I have argued that 
the evidence from the study of privatised 
firms is not significantly different from the 
evidence that we previously had from 
comparisons of public and private firms. 
There seems to be an *edlge’ for the private 
(or privatised) firms, but this edge seems 
difficult to establish very conclusively, 
particularly for regulat^ monopolies. 
In this section, I will elabonite somewhat 
on this interpretation of the evidence, 
and then discuss some tentative impli¬ 
cations for the design of privatisation 
programmes. 


Tasu 4; Psuusv Sources op Welpau Qam and Losses in the GJTV Study 


Country and 
Euerp^ 


Welfaie Chinget in OpeniiiiM Perfonnsnee Non-operating Fiscal and Inteiactioa World Net 

Due to Quantity Changre Due to Price Chames Performance Other Macro ERectt Welfiue 

Output P imuciF- bniputs IndireGt Wages Shadow Chaage 

Endogenous Investing vity Taxes Eflectt 

Demand 


Um>*4 Kingdtm 


British Telecom 

0.00 

S.IO 

9.00 

7.20 

0.00 

0.00 

0.00 

0.00 

-930 

12.00 

British Airways 

0.00 

0.00 

2.40 

-I.S0 

0.00 

0.00 

0.00 

0.00 

0.70 

1.60 

National Freight 

cult 

0.00 

0.S0 

4.00 

0.00 

0.00 

0.00 

0.20 

0.00 

-0.40 

4.30 

CHILGBNER 

0.00 

0.00 

2.10 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

no 

ENBRSIS 

I..40 

0.00 

0.00 

3.70 

0.00 

0.00 

0.00 

0.00 

0.00 

5.20 

CTC 

Uebiytia 

48.20 

97.30 

9.60 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

ISS.IO 

Malaysian Airline Systems 

0,00 

22.70 

0.00 

3.40 

0.00 

0.00 

0.00 

0.00 

-3.70 

22.10 

Kdaiig Container Termiasl 15.80 

0.00 

28.20 

0.00 

0.00 

(6.90) 

0.00 

0.00 

9.30 

53JO 

Sports Toto Malayiia 
Utiko 

10.90 

0.00 

0.00 

0.00 

0.00 

0,00 

0.00 

0.00 

0.00 

10.90 

Telefonos de Mexico 

0.00 

0.00 

19.80 

I6..30 

0.00 

1.90 

0.00 

11.50 

aoo 

49.50 

Acromexico 

0.00 

0.00 

48.10 

0.40 

0.00 

0.00 

0.00 

0.00 

aoo 

48J0 

Mexicans de Avisrion 

0.00 

-«.90 

2.80 

- 0.20 

0.00 

0.00 

0.00 

0.00 

-0.70 

-7.00 


Nett: All figures arc the annual component of die perpetuiiy equivalent to dK welfaic change, expressed as a perc eit t a ge of anonal talet in the lost 
predivustituie year. Figures may not sum to totals because of nwndiag. The uwlfare Hnpuei is iadicaiad solely under the iidliadag variable 
and not under the accoiiiffiDdaiiag variable. Porexampie. if price ch a nger were accommodaiad by greaiefcapudtyiitiltiaiioo or iavustnieiii. 
the whole welfare impoct is listed in the price cohsnn. Imencthm or cross-product effiects appear la the last but om colwiw, to the world 
netwdtSreehMgeisthesomoftbeadNrcolsauis. Thusiga(pofiitveorae|^ve)refcntDd»dinelloiiofdrewelfeneffaei,aMtfaecliafi$c 

inihevstisMe. For example, a positive price effect meaauwelbre improved as KMilt of the price changes, not that the prices rase. FmUbeses 
indicate that the variable changed signtiicanily in the indteatrd diwciicn, but with mgHgible net weHare impact 
Seerce: Calal, Jooet. Tandon and Vogeiung (1994), TaUe 23-2, p S32. 





MowncAL AmiMuin ON Efrteiviuse 
Pbvokmante 

xt lu briefly racall (he theoretical debate 
roundlag dieefficleocy aspects of public 
sus private ownenhip.” Tbe most 
dunmial argument for the efficiency of 
rate films is that, as lesidua] claimants 
I fimi’t revenues, the owners have every 
entive to behave efficiently. Problems 
le. however, in the modem coqtoration 
ere ownership is typically divor^ from 
nagerial control. There is therefore a 
ncipal-agent problem relating to how the 
ndpal - the body of difliise shareholdeis 
wi monitor and control the agent, the 
npany management. There exist several 
ciwismsin the private sector that pro vide 
east partial solutions to this problem: fust, 
re are clear signals through the stock 
licet when managers are performing 
xiy; second, mechanisms such at takeover 
I bankruptcy provide a corrective for 
rriy-performing managers. All of this 
ilia to firms facing competition. The key 
nponent of the market-oriented control 
ehinism is the presence of a clear signal 
m the firm is performing poorly; this 
tal is the firm’s profitabiliiy, reflected in 
stock .price, and particularly seen in 
npaiison to that of its ctunpetilors. Under 
ularion, however, this signal loses most 
ts clarity and strength. Specifically (i) 
le are no longer competitors agai nit whose 
formance the financial markets can 
npare the performance of the subject 
npany, and (ii) it is much easier for the 
nagen to hide poor perfonnance behind 
legulaioty veil, either by using their 
trior infremation to extract a favourable 
ulaiory regime, or by explicit or implicit 
usion with the regulator. This set of 
umenu goes at least pan of the way in 
Gaining why we mi^ expect private 
ipetitivefiiinsto petfoim reasonably well, 
private regulated firms to perform 
lively poorly. Public enterprises are 
> characterised by a principal-agent 
>lem in that the government (as principal) 
not always direct the management (the 
nt) to behave in precise ways. The 
tcipal-agent problem in the case of public 
uprises seems poteirtially to be much 
e severe than thrt of private emetprises, 
at least two reasons: 
ThegoveinmentilselfisiiaiBinonolithic. 
umfied body, but rather an organisation 
Rprmenting many imeresu (the problem 
ofmuhipleprindpals). There is therefore 
often no unanimity on the goals of the 
cidapriae (unlike private enterprises, 
where profit maximlsaiion can safely be 
OMunwd to be in (he interest of all 
shareholders). The problem of 
goveinmem interference for political 
DMNives CiUs into this clau of problems. 


(b) Thereisno’aulDinitic’signalliDgdcvicc 
such as the slock price to sig^ poor 
perfornumce. 

Many public enterprise reform strategics 
are attempts to solve these proMenu. For 
example, the ‘contract plan' or ‘performance 
agreement’is a mecfaaniam to simultaneously 
force the government to resolve clearly its 
objective function for the enterprise and to 
create an automatic signal to measure the 
management's performance. Similarly, the 
strategy of ‘get the prices right!' was an 
attempt to force aprofit-orientation and then 
to use profit as the performance signal. The 
logical extension of this approach is to peimii 
thccompany tooperate on purely commercial 
lines. ‘Corporatisation’ is frequently one 
key step on this path. 

Even if mechanisms such as these are 
implemented effectively .the control of public 
enterprises remains problematic. Ihis is 
because the mechanisms to correct for poor 
performance, such as takeover and 
bankruptcy, are not operative. The 'soft 
budget constraint' faced by public emeipfiscs 
is a notorious problem. Nevertheless, since 
takeover and bankruptcy become important 
only in relatively dire circumstances, it 
appears that many public enterprises, 
operating on more or less commerd^ lines, 
could be about as efficient as private firms. 

To sum up, a plausible set of theoretical 
arguments can give rise to the following 
hypotheses; 

(a) In competitive markets, there will be a 
tendency for private firms to be more 
efficient than public ones. However, if 
public enterprises are operated on 
commercial lines, and the industry is not 
in decline, then the two forms of 
ownership may yield similar 
performance outcomes. 

(b) in regulated or monopoly markets, with 
the pressure of competition off, and with 
the absence of any reference group 
against which perfonnance could be 
measured and compared, both public 
and private firms are liable to be 
inefficient, and no strong argument can 
be made apriori as to which will be more 
inefficient. 

The empirical observations of Sections II 
and III seem to be consistent with these 
hypotheses. 

Need for CoMrennoN Pouev 

The immediatetmplicationofthe preceding 
discussion is thtf the degree of competition 
could well be a more important deteminant 
of performance than ownership. If a market 
is competitive, then there exist mechanisms 
that co^enabkapublicenleiprije to operate 
aseflkienlly (or at least aimqst as effincntly) 
as its privite cousins. But if a market is 
monopolised, [nivatisation by itself will not 
guannteeefriciency. And indeed, it appears 


that the problem of regulating private 
monopoly is rather intractable. Although 
some advances in regulatory technology have 
been made, notably the RH-X mech^sm, 
serious doubts regarding their long-term 
effectiveness remain".” What are the 
implications of this discussion for bow 
privatisation should be handled? 

Consider first the role for privatisation. 
The key role for privatisation in the context 
of my discussion would be to serve as a 
catalyst for the spread of competition. In a 
competitive market, a public enterprise can 
perform at or near the standard of a private 
firm only if it truly faces competition. This 
means it must operate on purely commercial 
lines. But there will be a tendency for the 
government to give (be public enterprise 
some preferential treaiineni in the awari of 
contracts. Or there will often be political 
pressure to intervene in the affairs of the 
company. It has often been noted that, 
although public enterprise reforms do 
frequently work to improve performance, 
such improvement can be merely lemporaiy. 
The enterprises back-slide after a period of 
a few years.” Privatisation therefore serves 
to cement the effect of reforms. 

In a monopoly market also, competition 
is mure likely to come into play if the 
incumbent moixipolist is a private regulated 
firm than if it it a public enterprise. At 
cuuntries privatise telecoms, for example, 
they frequently admit competition into the 
areas of the business where (hat it appropritfe 
- customer equipment, yellow pages, value 
added services, and so on. Examples of this 
include the UK, Chile and Mexico; Jamaica 
was an '.mception. Countries that are not 
privatising telecoms generally permit their 
telecom companies to retaiu their monopoliet 
in these areas also, even (hough there is no 
natural monopoly argument to Justify this. 

Thus privatisation can tencat the catalyst 
for creating more competition in the market 
At the same time, privatisation (at least of 
unregulated firmsldcpendsuponthe creation 
of compeiitkm in order to be successful. If 
privatisation is not accompanied by an 
increase in competition, then the hypothesis 
predicts that it wilt not be effective in 
improving efficiency. The Jamaican cases 
other than hotels (includiiig Seprod. the 
National Commercial Bank, Caribbean 
Cement and Telecoms of Jamaica) sveic alt 
examples of privatisations with no market 
structure changes, and the evidence seemed 
to indicate no effiacncy improvemem. The 
two cases in Trinidad arid Tobago, and 
possibly the textile and jute privatiiationt 
in Bangladesh largely fit this pattern 

Thus a competition policy Keans critical 
to the success of privatisation. Viefcenand 
Yarrow were highly critical of the BtMali 
privatisation programme on fmsctsdy thwe 
grounds - that a ‘hiMoric opporunBy’ In 
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usher in oompedcioa in teieconu, gu, water 
and energy was lost. The (rouble it, 
introduction of competition conflicts with 
another key goal governments have for 
privatisation: raising revenue. Obviously a 
telecom company will fetch a higher price 
if told at a monopoly than if it is broken 
up imo two or more competiton. The cate 
ofTelmex serves to illustrate the point. The 
Mexican government considered breaking 
up the company, and apparently this would 
have been quite easy to do technologically 
because Telmex was two diffetent systems 
until relatively recently.” But the Mexican 
government elected not to divide Telmex, 
and GJTV speculate that this was because 
of the revenue motive. 

This conflict of object! ves can be a serious 
one. and, because the revenue motive is 
typically of short-term but pressing 
importance, is likely to be resolved genenliy 
against the interests of efficiency. Note, 
however, that the revenue motive can have 
aneffideocy justification. At Jones.Tandon 
and Vogelsang (1990) have argued, 
e^redally in times of great disequilibrium 
and macro-econoniic crises, the shadow vahie 
of privatisation sale receipts may be quite 
hi^, because of the role such funds may 
play in stabilising the economy and restoring 
it to equilibrium. This seems to have been 
the crux of Mexico's privatisation strategy, 
for extn^e. Nevertheless, the long-nin 
consequences of compromising pro- 
emnpe^ve policies in the short run could 
be severe. 

In particular, and this relates to the next 
point I want to make, privatising without 
cieding the right competitive environment 
can result in an actual dimunition of 
competition fdl<^ving privatisation. In the 
UK, British Airways acquired British 
Caledonian, thereby ending effective 
domestic competition. Similarly in Mexico, 
Aeroroexica hm acquired Mexicana Airline, 
thereby creating close to a monopoly in the 
domestic market. In telecoms, theexperience 
is somewhat too recent to reach ftrm 
conclusions, but there is some evidence 
suggesting that incumbent roonopol ists such 
as BT and Telmex are using cross- 
subai dis a ti on strategies to deter entry imo 
thedomestic long distance matkcLUltinulely 
such strategies to reduce competition hurt 
the consumer, create sladc in tlw firm, and 
therefore contribute to significam amounu 
of in^Rciency. 

Nod lutt REouijvroiiY Poucy 

At the same time as government may try 
to establish a competitive environment 
wherever possible, the fact icmaiDS that there 
will be certain lituations when the 
government will be considering the 
privatisation ofa natural monopoly. Insuch 
catei. the establishment of a s^-derigned 


lefulmnty system it of utmost inq wtt an c e 
in assuring the success of the privadtatton. 
The example of the Jamaim teleooms 
company is a paiticulaily egregio ui one of 
poor regulation. In Argentina alM, the haste 
for privatisation left little time to create a 
suitable regulatory environment. Now 
although it is easy to call for the creation 
of good regulatory systems, it may not always 
be within a country's institutional c^mdty 
to actually do so. This obviously beermrea 
an area where outside agencies such as the 
World Bank can play a highly beneficial 
role. 

AMemarively, this represents a situation 
where privatisation may not necessarily be 
the best strategy. That is, if there exists a 
situation where the creation of competition 
is impoasi bie, and there is limited institutional 
capacity to regulate, a case could be made 
thm contiitued public ownership, with the 
option to privatise at a Imer dale, may be 
the best course of action. Asltis.regu^ed 
markets arp those where the least compelliitg 
case can be argued for privmisntion. 

V 

Conclading Rcniaria 

This paper has been somewhat muted in 
its enthusiasm for privatisation. An 
examination of the available evidence on 
actual outcomes frixnprivatisaiion suggested 
that privatisation fay itself is no panacea. 
First of all, privatisation needs to be 
accompanied by meaningful changes in the 
degree or level of competition to realise its 
foil potential. Second, if this is the case, bow 
much of the potential wel far e benefit should 
be attributed to privatisation, and how much 
to competition? Since both together are the 
desired package, it is hard to single out one 
or the other as being the crucial factor. This 
paper has emphasised the crucial role played 
by competition. Without competition (or 
appropriate regulation where market 
conditiotts preclude competition), it is 
unlikely privatisatioa cm truly deliver the 
goods. 

The implicaiion of this amlysii for the 
design of privatiiation programmes is that 
close mtemion needs to be paid to the market 
condilioiu jhai will prevail around any 
potential candidate for privatisition. Every 
attempt should be made to enhance 
comp^veneu in the market In addition, 
if the enterprise will still retain con¬ 
siderable ma^ power, an environment 
protecting potentid enirams is desliaUe. 
Failing aU market-oriented solutiona to the 
problem of market power, regulation may 
become necessary; this needs to be wdl- 
established before privatisation should 
co mm ence. • 

As Indacondnuesdown the road to reform 
and enhancing the role of the private sector, 
these lessons may well be 1^ in mind. 


Appawix 
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Seprvd 

Among the se^ countries they studied, 
ACM provide the most detailed infonnatkm 
on Jamaica, where five companies are 
discussed in some detail. The first of these 
is Soap and Edible Products Limited 
(Seprod), a processor of coconut producu 
sold in 1983. This company was profitable 
in the early ]980t, espedally after the 
Jamaican govomment lilted price contiols 
from its products. However, import contrNs 
were slso being Hfted. and there was a 
perception that the company needed to 
embark on an investment programme to 
improve its competitiveness. A majority of 
the stock in the company wu sold in 
December 1983,partly through private sales, 
and partly through an offering on the 
Jamaican StockBxchange(JSB). Thepublic 
offering was ovmubicribed at tlte offer price 
of J$ 2 JO. The company increased its profit 
by qSpereentin 19M, and the stock soared 
to a p^ of J$ 8.50 in January 1987. How¬ 
ever, imfitt started falling, and continued 
to do so through 1989. The main reason for 
thisoflietedbytheautboftisthatpricecaatrols 
werere-esudiUfhedlnl987. However.therc 
is no discussion of how binding these price 
controls were, whether the prices being 
charged absent the controls were monopoly 
prices Of efficient prices, or whether tbe 
availabililyofiniipaittinallbenlising regime 
played any role in the difficulties for the 
company. Thus it is difficult to make any 
real judgmem at to whether privatisaiion 
worl^. 

National Comnercial Bank 

The next company to be privaliaed was 
the National Co nu nerclal Bank (NCB). This 
traa a private bank until it was taken over 
by the government in 1977. It coarinued 
to operate on more or leas commercial lines, 
in competition with private bnks, except 
that it leemed to eqjoy some special 
advantages - for example, all govenmxM 
chetdu were paid through NCB. The 
company had lemahNdproflfobleibnwghoui 
its tenure as a public eriterpriae, ahhougb no 
comparison was made by the authors of its 
performance agirinst that of ita rivals, the 
chief of which was the Bank of Nova Scotia 

(BNS). 

NCB was privatised in Decetriber 1986 
through the sale of 51 percciilofitsequity> 
someioan einployeesharesciwme,but most 
ontheJSE, The offer price was JS193 iiet 
Aare,a»dllieoffiBrw« ITOperccniovcT- 
rafaserfoed, with Ihedosiiii prioeon the fitsi 
day of indiiigtlaiiig to J$4.M. Because tht | 
priasary moilve of the sale ms politicsl-' 


Bindy. to toMiK wide ilHR ownership, 
d thenby to fenenle taiqioit for ite 
vstisadon prognmine - the fKt that the 
hr sns so heavily ovemibicribed was 
jo as a fieat suoceas. Ciitict, however, 
inled to the lobatantial ‘lou’ of leveniie 
ilied in the ‘under-piMiig’ of the stock, 
id as fisrai the petformaiioe of the company 
et, the aiithon detected no diacemible 
ffetesice from privadsalion. In fact, over 
; next three and a half yean. NCB 
detperfottned the JSE index, while BNS, 
cMtf competitor, ovetperfonned the index 
a wide margin. It might be speculated 
t the withdrawal of the government from 
! bankii^ sector, signalled by the divestituK 
^iCB,helped the performance of the private 
.icr,bta no information on this is provided. 
ice again, therefore, the case is 
xmdusive, but certainly no strong case 
her for or against divestiture can be made 
its basis. 

CAuasBAN Cbment Comtany 

rbe third company studied was the 
ribbean Cement Company (CCC). CCC 
s the monopoly producer of cement in 
naka, natio^sed In 1980. It continued 
be operated on commercial lines and, 
:epl for 1983, continiied to be profitable, 
MUghat an ‘inadequate* level. During the 
riod of government ownership, an 
ibidotts investment programme aimed at 
ubUngcapadty.andfinancedbyihelnter- 
Ktkan Development Bank, was launched 
1 a Norw^ian company, Norcem (later 
incem) was hired as technical adviser, 
scompanywaa privatised in 1987through 
0 per cent tale of equity to Scancem and 
offering of the remaining equity on the 
3 at J$ 2 per abate (the aame price paid 
Norcem). 

rhe CCC privatisation was regarded as a 
lute because the public issue was 
Jenubteribed. About 27 per cent of the 
lity waa left with the government and the 
dc price it the end of the fint trading day 
to J$ 1.90. Why the unsedd share did 
have to be bou^ by the underwriten 
tftuncxplrined. More important than the 
lure’ of the stock offering, of course, is 
actual Bobaequent performance of the 
erpriae, and hm it acerna ii where the 
> Nhire lies. Although 1988 watagood 
r, 1989 WM unprofitable, and the stock 
K plunged to J$ 0.84. ACM offer a series 
nplanaiiona for the poor performance, 
of these being a dramatic rise in 
tnit costs in 1989. Summing up, the 
honoonelixle that *it does not appear that 
transfer (rfOCCs ownetthip from public 
xivateperse has had any inqior positive 
^ontheefflciency of the firm” (p 140). 
ly go on to quote the opinion of Leeds; 
* privatiialion of CCC entailed the 
of owntfsliip ftom a public sector 


monopoly to one in the private iector...as 
with NCB, there w« seant justirication for 
privatisation on the baiia of iu effects un 
the company’s efficiency”. 

Telecommunications of Jamaica (ToJ) 

Priorto 1987, Jamaica had two telephone 
companies - the Jamaica Telephone 
Company (JTC), which operated in the 
domestic market and was state-owned, and 
Jamaica International Tdecommunications 
(Jaminlel), which operated the international 
services, and waa Jointly owned by the 
government (SI per cent) and Qabe and 
Wireless (C and W). In 1987, ToJ was 
created a holding company for these two 
emities, and C and W ended up with Just 
under 10 per cent of the equity in the new 
company. C)ver the next few years, ToJ was 
gtadu ally privstiied through successive sales 
of shares to C and W (raising their share to 
59 per cent of the stodc by late 1989) and 
to the public. 

A(3M did not have any data on post- 
privatisation performance, but anticipated 
that “privatisation may lead to a substantial 
improvement in JTC’s performance...over 
the medium-ierm” (p 146). However, Wint 
(1993), writing some years later.states'There 
is no evidence supporting the proposition 
that the telecommunications sector became 
more efficient after privatisation”. This 
opinion is echoed by the stock market, whose 
valuation of ToJ has remained essentially 
unchanged in US dollar terms over the entire 
period 1987-93. 

Apart from productive efficiency at the 
level of the firm, the key issue relating to 
the ToJ privatisation has been the regulatory 
structure surrounding the company. 
Although Jamaica seems to have followed 
the British example in almost all aspects of 
its pnvatisBtionprogntTune(incliiding using 
many of the same advisors), the ToJ 
regulatory mechanism is a notable exception. 
Rate-of-returo regulation was chosen, under 
which ToJ was guaranteed an afler-lax return 
of between I7.S and 20 per cent on 
consolidaled stockholden' equity! Quite 
unsurprisingly, the company hu embarked 
on a massive investment prognmine (see 
Wint 1993 for details). 

Hotels 

The Jamaican government had acquired 
about half the hotel capacity in the country 
in the late 1970$ in the process of saving 
from bankruptcy carrying government- 
guaranteed debt. National Hotel and 
Properiief(NHP)was created to operate these 
hotels. It never hirned a profit until in the 
mid-l980i the government suited leasing 
out the hotels. Although leasing was a 
profitable stniegy, it was deemed that the 
operatonwereopentingthehcitelforshoit- 
lenn profit and 10 it waa (LcUM to tell them. 


Nine hotels were soldin 1989and substantial 
revenues were realised from them. *11)6 hotel 
privatisation ate seen as having beenasucoeas 
because NHP finally started realising a profit 
under the leasing programme and because 
substantial sums wer e re a lised from Ihe tries. 
The authors make no attempt to sepanSe out 
the effect of the autonomous rise in tourist 
traffic, stemming from the much-enhanoed 
level of political stability in the country 
(compared to the tuibulefu I97()t)drtlie 150 
percemieri increaie in promotional i pmiling 
by the Jamaican Tourist Board from 1980 
to 1987. Pufther, the benefits of sale over 
leasing are not shown in a convincing way. 
Nevertheless. Ihe hotel privatisatkms stand 
out in the ACM study as the one Jamaican 
case where privatisation can be plausibly 
seen as having been successful. 

Notes 

[PtevkMis ventoni of this paper were prep ared 
for the MTofld Bank's Opentiom EvriiMrioa 
D e part mei it and Policy Reaeaich Dg m OMM i t , f 
have had helpful com m enti from Ahmed CaU. 
Leroy Jones. Mary Sfanky, Oermio Skat, lago 
VogelxaneandJohn Vkken. ViaodVya iri ahai 
pUyed an invaluable rule io bringing the fifer 
h) ib present fonn. The views ex pie sre d here, 
hoaever. tre strictly my own.) 

1 Yet a VRsmskrishna in‘Economic Refotvs 
snd Pnbhc Admimsmtion’, lectsie deli- 
veiedto the Indisn Institate of Public 
Admiiutttation, Karnataka Regianal Branch, 
May 2,1996, says “816 big ombiioa in Ihe 
tcfotm process relates to ibe pubik sector" 
(psge S). 

2 Even in December 1996. Ibe aniotu ire up 
in luim aboni the propos ed ‘privauiaiion' rxT 
the insnmnee sector. 

3 These poinis hsve been ditaMtcd in Vinod 
Vymulu (1996). 

4 fot sa exiemive di tcu t i i o n of these Hues, 
tee Vysutu (1993). 

5 However, in looking ■> nic* of growth in 
totsi factor productivity. Vidmts snd Ymraw 
(1988) found no such nnsmbiguoat 
conclusion. 

6 TbedifreRncescannatbeattriimledentiiriy 
to divestiniie because chance might itin ooma 
into play 

7 BecwsetheJamaicancaiesaieieinleftsthlg 
and infocmative. they are sananiiiaod and 
diicasted in some detail in the appendix to 
this paper. 

8 See. for example. Kikari el ri (1992). p 29. 

9 Britain was oiulile to sdl Brkkh Ahinys 
duriigdieiecessiaiiarihecarfy l9g0s;Mralcn 
could find no buyeis for Mexicani AMfam 
during the deep Mexican recession of 
1986-87, while many of its high-preflle 
divestitures occurred during the period 
1989-91 when the econom y wm iiiiuing 
rapidly; Jamsics seiaed *e oppotumily of a 
boom 10 sell NCB and CCC; moat of 
MaUysia’ssat ei we re da rin ga g rowt b period, 
as Boted by ACM; and so on. 

10 Sec Gala! et ri (1994). 

11 Sec Ingo Vtigelwag. ‘Britiah Ahwnya' in 
aalaieiri(l 994 ). Mom *al M aMna CM 
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nue iti effective price (in yMd) limply by 
offerini discoaiHi oa a low proponiaa ik 
Httealt. TtMn effective pried can be niwd 
even if the onnoaoced price schedulei lemrin 
unchanged. 

12 SeePTandan.TelniexinCalal.etal(]994)’. 
Note that the price increase took place in iIk 
tame year at the diveatinifc; so the effects 
of the increase will appear In MNR's data 
only for the poat-divestituie period. 

13 If you raise prices of goods with inelastic 
demimda and lower prices of elutically- 
demonded goods, revenues con be nited 
without an apparent inacatcinavefage prices. 

14 The point estimates for the average increase 
was 14 per cent for the competitve firms, .3 
per cent for the non-competitivc firms. 

15 In their earlier paper, Bish^ and Kay (1988) 
calculated TFP growth for BriiiihSlcel daring 
1983-88 at 12.4 percent per annum, indicating 
a slowdown u the yean after orivatisatioa 

t6 The Bishop and Kay (1991) iesults on the 
public sector companies ste often explained 
as arising ftom the threat. and even imminence, 
of privatisation. 

17 Similar to the British experience, where tbe 
profitable PEi were tfivesled first. 

18 Tbe Loreb conchisioa is echoed, and indeed 
extended, to include the privatised jute milU. 
by Humphrey (1992), who reviewed other 
studies of Btutgiodesh's privatisation, and 
added his own. Most of the work was of the 
uUeitempofal pore case study type. 

19 The second and third soles were in November 
1987 and October 1988, respectively. 

20 Data on interest rales gleaned ftom IMF. 
FbumeUd Suuistict. various years. 

21 Winston (1993), p 1270. 

22 For exam^. The EaMimust ran an editorial 
‘ftivatisation Works - Official’ discussing 
the results of the study. See TV ficmnuittsi, 
June 13, 1992; p 14. See also the discussion 
of the study in Klkeri et al (1992). 

73 Oalal ei al (1994), Catapler 23. 

24 Fora fairly cxteniive review, see Vickers and 
Yanow (1988), CVpter 2. 

25 See, for example, the discutskm in Vickers 
and Yanow (1988), Chapter 4. 

26 See, for example, Slurtey and Nellis (1991). 

27 The reason was that, Mstorically, there had 
been two teUphone coinpaniea in Mexico, 
and they were not imercoonecaed. In fact, 
Telmex became a public eniei|ifise laiyely 
because of the pei^ved need for the two 
systems to be imughi together. 
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Militant Reiigktus Movements 

Rise and Impact 

MiOM TchraniBn 

From Marx to Freud and Parsons, industrial society has been assumed to be the graveyard of religious faith. 
The rise of militant religious and ethnic movements in the post-cold war era is a challenge to these secular 
perspectives. This paper presents an overview of the religious types of discontent in the form of a review erf the 
different interpretations of the rise of the so-called funelamentalist movements and analyses the impact of militant 
religious movements on education and the media in Iran, Israel, the US, Guatemala and India. 


THEORIES of moderniialion and 
development have been largely grounded on 
secularist assumptions. I^m Marx to Freud 
and Parsons, industrial society has been 
assumed to be the graveyard of religious 
faith. Marx called religion “an opiate of the 
masses”, a false consciousness which will 
be banished from historical stage by the rise 
of the prolelariat's true, class consciousness, 
a socialist revolution, and the construction 
of a secular, rational, and scientific 
communist society. Similarly, Freud 
considered religion as an “illusion”, catering 
to the infantile impulses of helplessness and 
need for protection that will be replaced by 
the growth of achilt personality assuming 
rational consciousness and social 
responsibility. In a like manner, Parsons and 
a whole generation of post-war positivist 
social scientists also continued to propose 
that modernisation correlates positively with 
structural-futKtional differentiation, secu¬ 
larisation, and political participation. 

The rise of militant rdigious and ethnic 
movements in the post-cold war era is a 
challenge to these secularist penpcctivet. It 
sppean to have a dual origin. First, the 
disaolutlon of the Soviet Union and the dis¬ 
appearance of the bipolar structure of worid 
politics has unleash^ an explosion of the 
long oppreued ethnic, religious, and social 
movements. Inthe cold war era, the periphety 
power aapiratioiu were either repressed or 
exploited by the two superpowers to achieve 
Ih^mmobjecdves. Ethnicclaimstoiiaiiooal 
sovereignty have now filled the power 
vacuum left by the disiolittian of the Soviet 
Union and partial withdrawal of the US. 
Secondly and more importantly, however, 
the pnMxaam of modertiiaatiao have been 
mobilising and fragmenting traditional 
mdeiiet to such high degrees of atomisation 
that kleiility inecttrilia and anxieties have 
become a pennanent fcatine of the modern 
tcofld. Mass ntoonalistethiiic, andreitgiaut 
inovemeiiu have emerged to provide a 
cultural and political home to the teeming 
mtUioni of upioQtod individuaU atranded in 
(be oontmtod dtiei and countryside. 

An overview of the religious types of 
tbacoMeni la pr aa i nted here in the form of 


a brief review of the diffeiem interpretations 
of the rise of (he scxalled fundamentalist 
movements, atui the impact of militant 
religious movetnems on education and the 
media in India, Iran, Israel, the US, and 
Guatemala is atudysed. 

I 

Seven Modeb in Search of 
Fundamcntalbm 

The voluminous literature on the rise of 
leligiousmilitancy inpolitics seems to present 
at I east seven different although overl apping 
explanatory models of fundamentalism. 
Qmmon to most of the movements stvdied 
under the rubric of ‘fundamentalism* is an 
Anti-Secularist stance. The corresponding 
explanatory model predicates a reaction 
against the worldwide penetration of the 
European Enlightenment and, from the 
religious perspectives, its most insidious 
consequence, namely, the displacemem of 
the sacred from the centre to the periphery 
of society. This marginalising or trividising 
of the sacred often correaponds to the 
marginalisation of the maasea under the 
pressures of rapid urbanisation and 
modemisaiion in periphery countries (e g, 
Iran and Guatemala) and periphery regions 
(e g, the Bible Belt in the US). Thus an Anri- 
Elilisi interpretation of the religious 
movemenU points to the fact that in some 
movements, especially in the third world, 
religious militancy seems to ^ipeat primarily 
to the marginal classes, indwhng the lower 
middle class urban populations (as in 
Guatemala) as well as the mtelligentsiafrom 
the same social backgrounds (as in most of 
the Islamic worid). suppressed ethnk or 
teligioQS minorities (u the SMites in Letianon 
andtheHamasinPaleitine),andnuBginalised 
m^oritics such as the Hindu rcvivdisu in 
India. In the closely teiaSedAnii-bnperialisi 
model, religious militancy is mainly 
intetpreled as a reaction against western 
colonial and poat-colonial forms of 
domination. Islamism in both its Shiite and 
Sunni varianu is frequently citedas providing 
strong evidence for this particular 
i n tapre u tion. The Anti-Comnmust model 
provides a partial expianation of the North 


and South American Proteataat 
fundamentalisms. 

Anti-Modernism seems also to be a ahared 
family resemblance for many militant 
rdigioiK movemoits. In this model, reiigiaut 
militancy is explained as a critical reaction 
against the consequences of modesnity and 
its orientation to secular rationally. These 
consequences include the erosion of the 
religious tradition from within and the 
perverse applications of science and 
technology fayamodem secular ittelligeiittia. 
One of the unsavoury product of modernity 
to most religious militants is the liberation 
m woinen from traditional gimderroiet. Thus, 
an Anti-Feminist interpretotion of leligiaus 
militancy is useful in icferenoe to a variety 
of fundamentalist movement a t'A reatiertion 
of the patriarchal values against themodeni 
feminist values is reflected in the*militant 
religious discourses against abortwn. co¬ 
education, unveiling, and mare generally, 
women'sfiiUandequal partkipationinaocial, 
ecoDumic, and political Kfe. In the pereeptians 
of religious mibtancy across different 
traditions, the combinalions of these insidious 
trends hat led to 1 pervasive rieter i ora ti oo 
of the moral order a^ the tandtUonal aocaal 
nexus that presumably once governed 
societies. Accordingly, an Anti-Decadence 
interpretation tees fundamentalism aa a 
cultural revolution against Ibeie 
deteriorations and an attempt to r estor e the 
spiritual and moral values of religtoa 
traditions. 

These seven modeb converge in r Mfaeaa 
configurations in specific interpnetatioM. 
Religious militancy appears as a ‘reeclive’ 
phenomenon hi all erf these inierpecialhma. 
But it does not appear to be ‘reaedeamy’ 
in all cases (Marty 1988), AsthbactaRUHc 
preaentation suggests, dm u no one angle 
explanation of tdigioua ndUtancy equally 
applicable to all caaet. Each cae matt he 
understood in terms of its own u a iqo e 
features. The folloiwiiig cate ftndies psovide 
therefore a necessary aatWole to the 
generalisations of thb overview analyab. 
NeverthdcMthe ciirrtH di ef athaB d p Ma Ba t 
a wfficieat number of renamm ibeaam hi 
militant rehgiaabt rKscootaea aal |—«*<«n 
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In ttittcitkn lod the medU Id wwruit wme 
lenendintiou. Given thediver^of cause* 
and oonseqaencet of reli^ous militancy, we 
may need a hieniehy of explanations. 

As indicated above, militant religioua 
movements are characterised most 
consistently as anti-secularist, that is, as an 
expression of a revolt against the so-called 
‘secular humanist’ projects of the European 
Enlightenment. The failure of the secular 
Ideologies of progress to address (let alone 
resolve) the human conditions of (initude, 
fragility, and evil, has in our time reinforced 
the perennial longings for religion and 
religious ideologies. This is particularly the 
case in periods of rapid historical change of 
recent decades in such places as the Bible' 
Belt of the US. eastern Europe, and many 
parts of Asia, Africa, and Latin America. 
The human conditions of ontological 
insecurity [Laing I%9] -of insecurity about 
being a^ existence itself - have been 
deepened by the manifest insufficiency of 
social and p^itical solutions to the persistent 
problems of transition from an agrarian to 
ttt urban, indusbial society. In this contnt, 
religiaus sensibilities and solutions return to 
a level of credibility they had lost in the 
rationalist, secularist age of European 
modernisation in the 18th and 19di centuries. 
However, the reaction to secularising 
processes seems to be a necessary and not 
suflicient craidition for the rise of leligious 
militancy. 

Wherever the secularist discourse 
converges with foreign dominalion tied to 
the hegemony of an iitdigenous secular elite, 
anti-imperialism has found its greatest ally 
inaievival of primemlial identities, including 
nativistic religions, languages, and 
ethnicities. In the third world, secular 
nationalism, communism, and national 
liberation movements represented the earlier 
responses to the challenges of foreign 
domination. But in the eyes of the natives, 
the moral and political decline of the west 
has depreciated the secular ideologies and 
valorised the nativist religions as an 
alternative ideological vehicle for resistance 
against both foreign powen and indigenous 
secular rulers. This interpretation seems 
pHtk»larlyv(didwliereverthe native religion 
(such as Hinduism and Islam) could be also 
histofically identified with past periods of 
independence and glory. In such cases, anti- 
imperialism, populism, and religious 
milhancy have combhied in providing a 
poiem ideological potion. Cultunl survival, 
national independence, and social 
uansfonnaiiOR are the dominani themes of 
such fundamentalist movements and 
diacamca. 

The anti-communitm of most inilitnm 
religions movements presents some 
psndoxes for the previous intetpretation. In 
the US, the combination of popnUsm and 


luEgious ndlBtncy found a ooovenieM 
Idook^glcal ally In American nmhmaliim 
and cold war anti-communism. In much of 
the third world, anti-communism may be 
considered as part of the more geneni anti¬ 
secularist and anti-foreign sentimentar 
However, in tome Latin American countries 
such as Guatemala, where the growth of 
Protestant evangdism and religious militaacy 
hss been largely assisted by the flnanciai and 
political support of US hindamentalists, anti- 
imperialism and anti-comnamism seem to 
be sometimes at odds. This paradox appears 
less so, however, if we consider the fact that 
RoinanCatholicisminmuchofLaitin America 
is the religion of the niling elites. The populist 
revolt against this elite has consequently 
expressed itself in two competing religious 
forms, i e. the ’Theology of Liberation 
movement in the Clathdic Church and the 
fundamentalist and evangelical movements 
in the Protestant Churches. But as Guatemala 
demonstrates, Protestant evangelicalism is 
also caught in the class struggle between the 
rich and the poor deeply dividBd between 
the older populist and the more recent counter¬ 
revolutionary churches. 

The anti-marginalist interpretations of 
religiaus militancy explain thii paradox in 
gtereer detail. The resurgence of religious 
consciousness in general and political 
religiont in particular may be also viewed 
as efforts to redefine the world in terms more 
comprehensible to the peripheries of power 
while empowering them to set on behalf of 
their own perceived interests. PoUtjcally and 
econoinicdly, modernisation ptocesiei have 
privil^ed the new secular, technocratic, and 
managerial elites at the expense of the 
traditionalist segments of the pr^lation. In 
the third world, the secular eiitm also tend 
to be locked into and allied with the world 
capitalist system and arc, therefore, perceived 
at a fifth cohittm. The religiaus opposition, 
by contrast, oftencomtitutcsasecond stratum 
of the ditb ready to challeiige the authority 
and prerogttilves of the domintiit dites. 
Hirthefraore, the resort to religious ideologia 
and movernentstolauncfacounter-hegemoiaic 
projecti it hiatoricaUy roofcd in the anti- 
imperialistaadpopulitt movements. Inother 
words, culture km provided a last-ditch 
defence mechanism for the p eri pheries 
agahut the centres of power. Lanpiage, 
religion, etfadcity, and cnhunl preferences 
at reflected in educational and media 
programmes haw beat thus poiiticUed in a 
variety of contexu to an unprecedented 
degree. 

jhc ■Ki*iOfniDffi QnooufW iM practice 
of rdigious mlliiancy vary greatly ftom 
movement to movement suiiject to the 
tpedfic cultural nod Mreorlcd eootexti. 
However.areturniothctinditiciiddefl ii ltiPB 
of sex rotes as found in dre holy tcrfptunc 
or halknred ttadMons leeins to inspire them 


aB. Tire dtvUon of bfaMir battreen women 
re the homemafeaa «id men at the Add. 
factoiy, and office wodeen stands at the root 
of such traditioad sex rales. However, the 
spedfk issues on which religious militancy 
has focused vaty from society to todety. 
F reedom of sexual rdatlons It viewed as 
promiscuity in most militant religious 
discourse. Exclusion of women from certain 
profetskHU tiaditiandiy reserved for men 
provides another co n troven i d Issue among 
the rdigious militants. Subordination of 
women to men re homeorin society, however, 
constitutes an iffl(dicit if not ex|didt maxim 
in most religious militancy. 

At recent uudiesof‘fundamentali sm * have 
amply demoostfaled [Marty and Apfdeby 
19^ 1993], the anii-modernitt sentiments 
of the fondamentalitt inoveroencs do not 
result in a rejectioo of modernity. The cates 
discussed here add further documentation to 
this point by d e mons t rating that rdlgiout 
militancy in Iran, the US and Guatemala - 
and to a lesser extern, in northern India and 
Israd - have shown in ingenuity in the 
adoption of the modern media of 
communication for thdr own purposes. And 
while the battle against some modern 
scientific theories such as evolution theory 
seems tobeunivendly shared, tome militant 
rdigious educaton would go to extraordinary 
lengths to ‘prove’ the scientific validity of 
tbeBiUical or Quranic profdiecies. It qipears; 
that thepower and piestigeof modem science 
and lechnrdogy is so overwhelming that 
rdigious movements and discourses have 
generally found their own unique ways of 
coping with some modem views while 
ngecting others. The variation in religious 
recqjtivity to modem science, technology, 
and lifeatyica seems to be a function of the 
diflerett cultural strategies adopted. 

Last but not the leatt, the anti-decadence 
Interpret a tion is often put fbrwaid by the 
leligious militams tbei^ves. To restore 
spirituality and deemey, miUtaiit religious 
movements all seem to turn to education and 
the media for the socialisation, lecroftment, 
and organisation of thdr meniben. fai fan, 
both tnditiaiial and modem networks of 
communicatico in the religious insthutiom. 
tcboola, and the media have served as the 
indispensable tools in the formatioo and 
ditw^nat Ion of militant leH^ousmetsays. 
However.inihoaeliistaicaiocatexiBln which 
the schools and the macromedia of 
commuiricailoa (the national press and 
brondcasiii^ have Keen laigdy in contn)! 
of aeculv authoritiea. militant religious 

noYonioiicf Mvo 161160 iiravi ly Oil MiBnw > VL 

achoolt and media. In the US, for instance, 
the Mttwy of recent ftin dame n tal i st and 
evangdkal movemenis Is doady tied with 
the developmem of new Amdunenulist 
tdevithm statkma and higher educational 
ImtitutJoat. Iniheit)anlcwMld.theniitits>>t 
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mneaM tev* miled Hwmw] VM of the 
litioDcl odiicaUonal, cultural, and 
imiiiiMtieii forma and cbanneli in 
junctloa with the modem miciomedia 
ephooM. caiaette lecoiden, copying 
:hinei. nd mimeognphing) to launch 
scdvecampaigntfortfaediiieniinationof 
r ideologiei and pro gr ammea. 
loMrolafeilucatioiuIandmcdiachannels 
can to beafunction of govenunent policy, 
U accesi, at well as degrees of social 
agement and political activism of the 
itant religioas groups, in India, the use 
nicromedia seems to have been somewhat 
strained by die low levels of income and 
ess. Hindu militancy concentrates 
«fore primarily on education and electoral 
ipaignt for the ptopagationof its message, 
sharp contrast, fundamentalism and 
ngditm in the US have extensive access 
heir own luoadcasting facilities and have 
mded some of it to central America. In 
ny lessdevelopedcountries. govemmenu 
!cdy or indirectly control broadcasting 
access for the public to such facilities 
lerefore limited. In Israel, Egypt, and pre- 
olutionary Iran, audio and sometimes 
w caiicttra have found extensive uses 
jndamenlalist education and propaganda. 

I Inutian case is the best-known [Tehranian 
9]|. The Ayatollah’s messages were 
ismitted from exile via long-distance 
phone calls while cheap transistor audio 
icttes recorded them for transcription hy 
>hand to be mats produced by copying 
diines at government agencies! They were 
ely dissemiiiated within a few hcurs of 
ismission through the mosque and school 
voiln. The same phenomenon has been 
itring in other situations such as the 
fada Movement among tlw West Bank 
Bstinians [Shinar 1987], the Jewish 
damentaliitt in Israel, and the Sunni 
lim ftmdamenialitl groups in Egypt, 
xldng access to the media, however, 
u to be a function of specific strategies 
idal and political engagement The more 
aged groupa need and employ the media 
Kir cause; the leas engaged rely more 
religious networks and schooling, 
aratitt groups such as Fanwiya ud Hijra 
Fakfir tat Egypt as well as the Amish and 
Hutterites in North America often reject 
nee, technology and soraetimes even 


literacy as manifettalimof an evil modem 
world. But the sodaRy eogagwi groups ha ve 
noheiiution in employliig the modem means 
of conununicatiao. education, and weaponry 
in their campaigni. 

In Islamic radicalism, u Sivan suggests, 
modernity is diagnosed as a thiec-fold 
problem; “the diagnosis - modernity as 
Jahiliyya [the epoch of 'Ignorance' before 
the dawn of Islam] the cute ~ rebellion 
(first internal, then extemri); the means for 
administering tlut cute-the taii'a (vanguard) 
of the True Believers organised as counter¬ 
society” [Sivan 1983:186]. The counter¬ 
society consideta seculareihication and media 
as the ruot of ail evil while calling for their 
total control in a religioutly reconstituted 
society. While the strategic goal remains 
constant, the tactics are a function of time 
and circumstances. Whenever and wherever 
the militant religious groups have some 
measure of political power a^ access, they 
use the regular commercial or government 
media and school systems. In the US and 
Guatemala, they now are a permanent part 
of the media and educational tapestry. The 
Gush Emunim in Israel has its own radio 
station and recently acquired its own 
television station. From time to time, e g, 
after the assassination of Sadat in 1980, the 
Egyptian government allowed some Islamist 
views to be aired in the mass media so that 
they can be refuted [Sivan 1983: C7i 2]. 
However, as Sivan notes: 

...the ubiquitous modern challenge - 
especially the global village of the media 
and pervasive state conuol - made the 
withdrawal response less aiMl less tenable, 
at least for all but tiny groups. Long-term 
educational effort, design^ to convert 
soaety segment by segment to ‘true Islam', 
has to^y even less prospect of success Uun 
when Sayyid(}uibbcgan todoubt hseflicacy 
as sole means 30 years ago, before the age 
of transistor radios, television, and the 
gigantic growth of the higher educational 
system. Seizure of power from the hands of 
‘Mongol rulers' like Anwar Sadat and Hafez 
Assad thus came to be perceived as the only 
answer to the threat [Sivan 1983:129]. 

In summary, leligioui miliuncy appears 
primarily as a reactive phenomenon - to the 
unsettlingeffects of rapid social change (over- 
modernisation in developing countries, 
tmst-modemisation in the developed), to 


mai|lnaliiation (of the elluiic nuqorlliei II 
in the cases of the Malay in Malaysia and 
the Hindus in India), to lelMlve m«erial or 
psychological deprivation (among the urban 
ghinto or yuppie fundamentalisU, i e. young 
upwardly m^iie profetsioiials), and to 
conunodity felishitm as an antithesis to hs 
own identity fetishism. It may or may not 
be a passing social phenomenon as it idzes 
power (as in Iran), or is frustrated by the 
superior power of the state (at in Egypt, 
Syria. Iraq, or Algeria), is gradually tauegraied 
into the mainstream ^cultmal life (as in the 
case of Moral Majority in the US),oriiaIlibd 
to the ruling elites in preserving the status 
quo (as in Guateinaia and Saudi Arabia). Its 
alternative strategies thus consist of 
revolutioiiaiy mitUancy (for total power), 
withdrawal (from mainstream society), 
accommodation (with the rest of society), 
or a relentless conservation of traditio^ 
religious values and norms. One of its 
unintended consequences might be to pave 
the way forgreaterepistetnological tirfennee 
between religious and secular worldviews as 
each OIK softens its monopolistic truth daims. 
Aiiernati vely, it may take over and nile with 
an iron fist until it too is chastened by the 
humjn facts of diversity and need for 
tolerance. 

II 

Modernity and Ita DiacaateBti 

To understand the historical roots of 
religious militancy, it is useful to consider 
itinlheconicxtoftheprobicfnaticof moder¬ 
nisation. I have argued elsewhere [Tehranian 
1980] that the iransition from agrarian to 
industrial societies, i e, the complex package 
of revolutionary changes generally labelled 
as 'modernisation'. seemsiohavchistorizaUy 
entailed a Rousseau effect in most places. 
Religious militancy might be considered m 
another manifestation of this effect in our 
own limes. As a major theorist of the 
Enlightenment Proiect, J J Rousseau provided 
one of the first and most intellectually 
sustained critiques of the Age of Reason 
celebraii ng a return to the original tamocence 
and goodness of the natural man, the so- 
called 'noble savage'. He also advocated 
m-apturipg the lost natural cooununity by 
a social contract based more on a fustoniat 
“general will" (volonie generale) than a 
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vanatkm in context and progruime, the 
Romantic nuvement in Euro^, the Atnerican 
Transcendentalists, the Russian Narodniki, 
the Gaiuttiian movement in India, and the 
Hindu ioid Islamist movemems have one 
feature in common; a rcactitm agtinit the 
social and psychological dislocations of the 
transition of millions of peasants from rural 
into urban areas, and a call for a return to 
nature and the simple virtues of traditional 
life AsWilliamMcNdl(1991 ;12)alsopoints 
out: 

. ..even in aflluent communities most persons 
do face hardship and disappointment of one 
sort or another in the course of tbek lives 
and then need comfort and support of a kind 
that ctdd reason and iruhviduaiinic pursuit 
of happineu cannot ptovide: while among 
the hundreds of millions of peasants and ex> 
peasrats, whose inherited rural ways of life 
have become Impractical or unacceptable, 
hardship and dis^poimmem ate and will 
remain the norm, at least for the immediate 
future. Their need for comfort and support 
is concspondingly acute and ever present 
The mcta-discourse of modernisation has 
thus generated two sets of competing 
discourses in the modern world. On the ooe 
hand, the hegettuxiic projects of liberalism, 
communism, and fascism have offered a 
secular, scientific, and technological path to 
modetnisation. On the other hand, a variety 
of counter-hegemonic, communitarian 
discourses such as those of the European 
Romanticists. AtneriamTransccndentalisu. 
utopian socialists, religkiut comnuinalists, 
and contemporary Green movements have 
proposed a more decentraliied and less 
rapacious route. Religious militancy seeiiu 
to combine elements of these two discounes 
in a fashion reminiscent of the earlier dis¬ 
counes of secular nationalism; it often 
worldly success without sacrificing the 
affective lies of meaning and community to 
the cash nexus. Hor this reason, the label of 
‘religious militancy’ is a more satisfacti^ 
characterisation thu the pejorative label of 
fundamentalist, which is oflen rejected even 
by the Protestant fiindameittalists to whom 
it may apply more accurately than others. 

The material chaHenge fadng moderni- 
sadon h bow to build the necessary social 
and economic infrastnictuie of a modem 
industrial system. Hiitorically. this task has 
been achieved by less than liberal means. 
The generation of the neoesMiy economic 
surplus to get the industrial sector going 
often involves the exploitation of the 
reasantry and wortingdauby keqnng food 
prices Hid wages low over a few gerienaions. 
Thai in turn requires the kind of (fiidpline, 
order, and effort that only a political 
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fiMdam (u in the Soviet Uttion, China, and 
Japan),or authoritarian leadetshipifai in the 
newly iwhutrialiiiag countries oi South 
Korea, Taiwan. Hong Kong. Singapore, 
Thailand, Indonesia, and Malsiysia) [Anon 
1991]. These regimes have emplc^ a 
variely of ideologies of work ethict and 
postponed gratification to tegitimate the 
sacrifices necessary forthepeiiod of priffliiive 
accumulation. -In this respect, secular 
natkmaiist, communist, and tedst ethics 
have petfoniied essentially the same ftmetion 
as the Proiesuni, Confiician. orUamic ethics. 

In the lets developed countries, therefore, 
religious nulitancy might be considered in 
the light of the ideological role of Cal vinism 
and Puritanism in the earlier periodt of 
capitalist accumulation in Europe and the 
US. Contemporary fundamentalism, 
however, owes much of its patency to a 
Ihreefdd revotutionary process inpopiilatioii. 
education, and coiiununicmiDn. ITie post¬ 
war spread of public health facilities in 
developing countries has led to a population 
explosion unprecedented in human hiswty. 
‘Hiis in mrn has created population structures 
heavily skewed in favour of the youth. 
Sirnulumeouriy.theexpansion of educational 
opportunities to large masses by deve¬ 
lopment-conscious governments has 
expanded the horizons and expectations of 
the youth. However, the revolution of rising 
expectations is not matched by rising 
opportunities. Unemployment rates of 30- 
40 per cent are not imcommon in stmw 
developing countries. In the meantime, the 
ttuus media of communication are exposing 
the youth to a global pop culture that (launts 
sex, violence, md the pursuit of pleaiures. 
The youth fnmaruial or newly-uitanftimly 
background is thus typically exposed to at 
least three sets of conflicting values at home, 
school and society at large. The traditiottal, 
offen religioiis. values iff the family demand 
modesty, fhigality. and obedience to 
authority, The secular schools, on the other 
hand. Impart a mix of rdigkws sod secular 
notionaltit vahiet primarily calling for loyalty 
to the o^ional symbols iff authority and the 
applicaticm of the scientific method to 
personal and social probiemsalving. Plnatty, 
the urban society exposes (he youth to a 
complex range of viriiies reflected in the 
exhilarating Hcence of the modein lifiesiylet 
portrayed in Dallas. Dynasty, Elay Watch, 
■ndMeiroie Place as welluin the lepreaikm 
andfearrffKving under authorit arian rag tm e s . 
The itsponse to these conflicting messages 
ii initially wtf of f w iftieioit hit ni bH qufWly 


llieology of Llbendoa 
The prooesaei of primaiy, secondary, and 
tertiary loelaliution often carried out, 
re^tectively,by the fainfly,achoDl,and public 
rfiecoinefihiciughmedhKedaiidimmediated 
chmnels) thus tend to be at odds. Mon 
militant religious movements clearly 
understand the pivotal Import an ce of these 
sodoHiingiratinittoDS aiMl the valueconflicts 
among them. Their stratqies ate therefore 
focused on a recapture of the family, school, 
and the media Institutions as gateways to 
political and cultural power and Influence. 
Generally speeUng, in the pre-mobilised 
phases iff a religious movement, the family 
and alternative schooling serve as the main 
channels for restoring the life of the sacred 
loan inner core of briievers. Islamist, Hindu, 
and Jewish movements in Iran, India, and 
Israel seem to have chosen thii strategy in 
their earfief stages. However, as political 
mobiliiation assumes momenium. a greater 
resort to the mass media in order to reach 
out to a broader spectrum of society becomes 
increasingly desitable. 

m 

•adMcrtta 

Despite these commonalties among 
miliiant religious movements, there are also 
vast diffetencea. In order to eompire the 
inqnct of education and the me^ in a 
variety of religious trarUtions, a typology of 
militant movements is necessary. The 
typology offictedhetehighlightt the stnt^c 
oi^ectivet and ooruequences of religious 
militancy rather than theological beliefs and 
tendencies. As a challenge to secular 
authority, the simplest and perhaps most 
appropriate typology of such movemenb is 
a politicai one. 

The five countries ditcussed here have all 
comertirecilyorindiiectiyunderthepolitjcal 
impact of militant movements. Iran became 

an Islamic Republic in 1979. Guatemala 
gained iPen t eco staHs t le a der when General 
Bftain Rios Montt assumed the preiidenO' 
in 1982; it also elected Jorge Semno. a 

Protestant evangelical businetman president 

ill 1990. India’s prime mlnltier V P Singh 
r w gned in 1990 hr the face of ptesstires 
from miliiant Hindus and Mghre csstn 
opposed to Us poUdet eff ptolemkm for the 
Muslim minority md cmnpertsaioty hinng 

of the lower costei In the national election 
of June 1991, followingtheateasainationnf 
RAjiv Gandhi by a Hindu faiutic. the 

Bharatiya Janam Fitly won over 2S per cciii 



i6Mllo(iCMt.toak over iMie’s b(g|eit 
, ^ UlbrPrideih. tad ediieved the itatui 
' • natfonal pony. Had Ri^jiv Oamttti not 
, je ep l a iiwhi aied. It miththavBalio emerged 
u the Mggcit dngle party [Anon 1991:37- 
38]. In 1990, Iirad'i cooiervative Likud 
Party in alliance with the Jewish religious 
patties once again won a parliamentary 
majority against the challenge of the liberal, 
secularist LabourPaity. American presidents 
Reagan and Bush have played to the Christian 
Coalition of militant constituencies in 
stressing tbeiropposition to abortion, support 
for prayer in schools, and approval of the 
conservative backlash against the sexual and 
cultural ‘decadence’of the 1960s and I97as. 

These and similar examples demonsuaie 
only that militant religious groups have been 
rec^y involved in political life. But the 
levels, purposes, and outcomes of that 
involvemem vary significantly. One way of 
establishing a tasis for comparison is to 
streu the commmly hdd perceptkHu that 
inspire imlitant imenictions svith non-militant 
grouia. The movements studied in this 
chapter have reacted to what they perceive 
to the unsettling effects of rapid social 
change and the uneven and imperfectly 
integrated process of modernisation; to 
percqjtioni of thdr marginalisation (in the 
urban ghettos and among the ethnic 
minorities); and to an awareness of their own 
material or psychic deprivation. To all of 
these uncertainties, militant religious 
movements bring the certainties of a renewed 
faith, identity, and community. 

However, different militant movements 
interact in diffetent ways with the non- 
militant and enjoy varying degrees of 
influence upon them. Different movements 
are also affected in different ways by their 
interaction with outsiders. The inner tensions 
of particular militant ideologies and 
movements in large peit shape the political 
strategy they adopt toward outsiders 
(including the apolitical strategy). The 
struggles within milKan) movemenu range 
between populist and elitist tendencies, 
dogmatism and pragmatism, and scriptural 
literalism and Ub^ism. While most militant 
movements are based on authoritarian 
Inadeiship, for example, they alio thrive by 
virtue of an equally strong attachment to the 
common peo^ their interests, md their 
ulvation. While most militant movements 
strength from religious dogmas, as 
■novementt they have had to formulate and 
adapt their Ideologies to changing 
circumstanoet in order to achieve their 
political and religious objectives. The 
nlaikmhip between the revealed dogmas 
f"<l the move m en t ’sldcology of the moment 
is a conitaM source of tension. And while 
mwmiUtint mov em e n ts consider their holy 
acriptures or tndWons as the source of literal 
truth, ibqr also provide novel interpretations 


of the revelation l igBilicai itly at odds with 
those of the religious ofthodoxy's. 

The common thread among all religious 
militancy is, as we have argued, a reaction 
to a commonly perceived set of enemies in 
the external order. However, there is also 
considerable diversity among militant 
religious movements respect to four 
major strategies taken in iiUeracuon with 
non-militants; conservation of tradrlional 
values in the face of encroachments of 
modernity, accommodation (with the rest of 
society), revolutionaiy militancy (for total 
power), and withdrawal (from mainstream 
society). Each of these responses has in turn 
called for its conespooding coiuervative, 
reformist, revolutioiury, and separatist 
strategies in building educational and 
communicaiion systems. 

Lacking comprehensive political pro¬ 
grammes, the stparalisi strategy considers 
the integrity and solidaiity of thecoitununity 
as the highest value; groups such as the 
Haredim in Israel consequently emphasise 
niihotitarianism. dogmMism, and literalism 
almost to the exclusion of populism, dog¬ 
matism, and liberalism. Bob Jonei University 
combines a sepaiadst with a conservative 
srnitegy emphasising authoritarianism at the 
expense of populism, dogmatism at the 
expense of pragmatism, and inerrancy at the 
expense of the more liberal interpretations 
of the holy scriptures (Schultze 1993). The 
reformist strategy appeals equally to 
authoritarianism and po^ism, do^natism 
and pragmatism, and literalism and 
liberalism. Jerry Pal well's approach to 
Liberty Univenity seems to have settled into 
this mode, as have the efforts of evangelicals 
in Guatemala and Hindu revivalists in India. 
The revolutionary strategy tends to favour 
populism to authoritarianism, pragmatism 
to dogmatism, and liberalism to literalism. 
This strategy has been in evidence in Iran 
during the last two decades. 

Table I presents a scheiruUic vkw of these 
alterntf i ve strategies in terms of their overaU 
aims, political tactics, educational methods, 
and communication channels. The table 
clearly presents the Weberian ‘ideal types'. 
In reality, religious militancy may combine 
two or more strategies in the course of its 
evolution. The Muslim Brotherhood in 
Egypt, for instance, was militant before the 
coup d'etat of I9S2, collaborated with the 
Nasscrisi regime for a while, then went 
underground and, under Sadat and Mubarak, 
has split into radical and moderate factions 
with the latter engaged in reformist and 
electoral politict. 

Skpasatist SraATEOiES 

Among the militant religious movemenu. 
the Hamh ‘learning community' seettu best 
to fit the features of a separatist strategy of 
political, social and educational action. The 


haltmark of the Haredt movenaeot is politics 
of ami-pDlitics focusing on its opporilion to 
Ziooism as a profane and jeculareaterpiiae. 

The Hatedi Jews consider the stale of Israel 
to be a continuation of the Oalitt (exile), 
albeit in the Holy Land. They are obiigaled 
to refrain from joining this eotoprise and 
to focus their mitire being on leaning in the 
holy community for the purpose of 
transcendiiig this world. The institutions of 
this learning begin M an Oitbodox Jewish 
home and continue into the synagogue, the 
elementaiy school (Heder), and ite high 
school (the Yeshiva). Torah study creates a 
total work! by which Haredi Jews insulate 
the Torah and the life it prescribes from 
outside influences. The Har^m,as Michad 
Rosenak (1993) notes, disdain cultural 
interactions that would put them M risk. 

They wish to protect themselves «g«mtt 
false knowledge, that is, against 
methodologies or data lliat allegedly miliute 
against the truth of Torah and undcnnaie the 
Jewish life of covenant'*. Haredi leaimag 
therefore is not comparable with what 
constitutes learning in the profane world; it 
does not satisfy curiosity, broaden horusons, 
gather 'useful' information, conduct inquiry 
for 'he purposes of probiem-solving, or 
theorise in order to undentand rod control. 

Instead, the Haredi curriculum is to instroa 
Jews in separatism and the preservation of 
purity; it must reflect and draw upon the 
constaix straggle against the outside world, 
with Its profane views of teaching, of the 
child and of achievemeiu. TraditionaKsm in 
methods of rou* learning, withdrawal from 
society distiiKtive hairstyles, long dark 
robes, refusal to serve in the army, aial a 
general disdain for the secular world 
distinguish the Haredim. 

The auetnpi to sustain the religious enclave 
has nonetheless placed the Haredi in a 
paradoxical situation th« forces them away 
from mere traditionatitm and into the orbit 
of modernity as an adaptive movemeoL 
Rosenak (1993) explaiiis that even Haredi 
self-rleflnitioa is drawn in tdation to the 
outside world; “The Community of 
Transcendence and Torah, living in a fragile 
relationship with ‘the Zionists' on whom it 
is so greatly dependent, not only withdraws 
from the modeniists and their fate itandmds 
and concqrtioos of knowledge and worth taut 
(except in iu most radical sectors) expimns 
this withdrawal as serving the ‘real’ needs 
of society and state." This pUioaopMcal and 
cultural dispute with secular Zi^sm has ‘ 
moved segmentt of the Haredim to modiiy 
their tradition-based orMatatian to more 
effectiveiycoiiipetewiththoeaeiny.RnneMk 
finds significance in the fact that the ~i.,f 
extremisu among the Haredim. aware that ' 

educational theories tod methods raanoi be ' f 
divorced from philoso|4iMS and goals, have t 

nervously castigated moderate' Umdl 

w 
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aeptratitm and cradittonaJiani noted by 
RoKMk is die iMensc 'misslonising’ of the 
maverick Haredi movement of Habad 
hasiditm. Opentonon-Haredi Jcws.Habld’t 
outreach work it highly succeuAil and 
specialises in 'soft sell’ - in the army, at 
street comers and bus stations. The general 
view, even among secular Jews, has been 
that 'Habad is all right', though its recent 
active role in Haredi politics hat ctetted 
suspicion in some circles. 

Bob Jones University (BJU) is in some 
ways the Christian funthunentalist analogue 
to the cultural separatism practised by the 
Haredi Jews in Israel. In other ways, BJU 
also adopts a conservative strategy in its 
intent to train missiraaries and pastors to 
sustain and expand the fundamentalist 
subculture in the US. By the purity of their 
own lives, Quentin Schultze (1993) notes, 
this style of Christian fundamentalisis is to 
be witnesses to the truths of conservative 
doctrine and behaviour. From their separatist 
citadels,theyaretomiIi(antly defend 'Biblical 
authority and infallibility' by attacking ‘the 
enemies of the faith’. BJU’s brand of funda¬ 
mentalism, Schultze maintains, does indeed 
imply both defensive and offensive strat^ies. 
Faith comes before reason, religion before 
academics, and personal conversion before 
fotinaleductiion. Betieven must know where 
they stand religiously before they are trained 
academically. BIU requires students, 
Schultze (1993) notes, to take at least one 
Bible course every semester, demands chapd 
attendance and generally controls the 
penoiMl lifestyle of its students, including 
dating practices, which are strictly regulated. 
Challenges to stated beliefs and practices are 
nothing short of disloyalty, which Bob Jones, 
Sr, called an ‘unpantonable sin'. 

On the other hand, BJU seeks to prepare 
its students not just to live and know 
fundainentalitm butalso to militantiy defend 
and thus conserve it and the values for which 
it stands. These fundamentalists will openly 
contend fiK the faith even witen their own 
separatist communities are not directly under 
outside attack by critics. The ‘Creed of the 
College'calls upon BJU graduatet tocombat 
“all atheistic, agnostic, pagan, and so-called 
sdcndfk adulterations of the Gospel”. This 
broader mandate, Schultze (1993) points 
out, required far more than doctrinal 
knowledge and behavioural purity; it 
demanded a fairly broad, liberal educkion 
that examined and evaluated secular ideas 
and social trends. The fact remains, however, 
that the univeruty has not (blly met these 
demands; its emphasis on communlcatmn 
skills has not bm balanced with serioui 
academic inquiry and open intellectual 
tSacuision and dialogue. Such openness 


counted in fiJU'i coTretpoudlngly 
(Nnlniatied efToetiveaeM u a gumilnely 
cunaecvattve inatitutlon. 

Nonetheteaa, BJU has trained ifaonsands 
of fundanentalist elementaty and aeeoodaty 
school leachen - graduates who often use 
texftmoka publiihed ^ BJU fmt. And it 
Jms suppoited a flourishing fundunentalist 
tubculniire in America <m ha own terms, as 
evidenced by its refusal to adjust its racial 
policies in Older to reclaim tax-exempt status 
after losing a Supteme C^oun case to the IRS 
in 1982. As Sdmhze (1993) puls it, “racial 
separation wasamatterofreligious principle, 
so there was no way to compromise”. 

It is instructive to note that in these 
separatist circles, mass media of 
conununication play a limited role. The 
religious networks, schools, and small media 
serve as the main charawts. In this respect, 
the separatist strategy has something in 
common with the undeigraund revolutionaiy 
movements such as that in Iran which, under 
pottce surveillance, had to tesort to low cost, 
accessible, and easily concealed micnitnedta. 
By contrast, among the Ultra-Orthodox 
Jewish community in Israd, the cassette 
tapes are used to fight secularism from a 
defensive position, ibai is not for envangelkal 
or revolutionary purposes [Anon 1991:44]. 
There are two stores in Mea Shearim and 
42 other lending libraries which distribute 
the religious cassettes. One strae has 2,S<X> 
subscribere. 

it may be generalised that (I) a major 
tactic, especially among rabbis of sephardic 
origin, is the constam reference to current 
events, especially the explanation of diiastcr 
as the product of sin, failure to (uay, observe 
commandments, and of rairiKles as product 
of the fact that many peo|^ were praying, 
(2) sermons are not given to be recorded; 
they are recorded as an additional activity 
while being delivned; (3) there it a handful 
of sermons by rabbis’ wives; (4) a rhetorical 
strategy of some of the rabbit is to play 
brilliantly with language, including |dayt on 
words, allilenuion. slang, and army jargon 
in their semno; and (S) the preoccupation 
with causal explanatlont of miracles and 
disasten was especially prominem during 
the Gulf war in terms of rewards and 
punishments. 

CONSEBVATIVE STaAtKHBS 

Blemenis within limdamentalim Protestant 
movements in theUSandwhMnthereligiout 
Zionist groups in Israel qualify for this label. 
Some may argue that the exceaies of some 
of these movements qualify them as 
‘reactionary' or ‘fanmkal'. Yet the mow- 
ments under discusskM dearly ehare a Mae 
for conservative social, educational, and 


Puadamintalut mtmmU ia die us 
paniciilafiy foeut on American primny. 
secoB(l ai y ,iudtertiaiyeducaticB. The battle 
is in all cases for the r e ciuiun en t , sodallsa- 
tion, and organisatian of the young into 
ftmdanientalist mks in puraiit of larger 
natioiial and gtobal misaionafy goals. ThcM 

conservative evangelicals and funds- 
mentalists have departed from a position of 
strimsepaiadsimtheitiqMCtoffliniiameatalisi 
discoune and practice has extended well 
beyond their own clusrooms into the 
Ainerican public school system and national 
pditical discourse. As Rose (1993) reports, 
the Christian School Movement hu been 
the feslest growing sector of private educa¬ 
tion in the US. Approximatdy one millioo 
students (K throuk) 12) are enrolled into 
some 18,000 schools, representiiig about 20 
percemof theiotal private school popuiatioa 
Since 1963, Catholic schodenrolniems (still 
the largest group among religious schools) 
have declined S4 percent, while enrdmems 
in non-Catholtc schools (mostly evangelical) 
have increased some 149 per cent. At 
evangelicals and fundamentalists have 
asserted their presence and influence during 
the past two decades, they have moved away 
from an earlier separatist to a more 
conservative and activist strategy. This has 
drawn them into court battles to protect their 
schools and to make an impact well beyond 
An index of this impaet is the production 
and distribution of textbooks Iw the 
Accelerated Christian Bducatian (ACE) to 
some6,000 schools in the US and 86 foreign 
countries, reaching over 2,75X00 students. 
ACEaisoprovidMCUtriculaio i.600families 
in the US and300fsmiliesin (breigfl countries 
for home ctkication. 

*rhe evangelical curricular contents, 
methods, andconscquences are significantly 
different from the secular public rehools. 
Hindafflentalist education in the US is s 
response to a set of perceived threats emana¬ 
ting ftom the genmd aecularisation of life 
and thelegislatively mandated leciilaritatwin 
of public schoola. It aims at a restoration of 
tcHgiaiis and parental authority, provisian 
of quality eduraakni, and pntectioo of the 

chikkenflomtheevilsofdrags, sex, violence, 
and lack of discipUna Aside frwn the funda¬ 
mentalist emphasis on the leaching of Bihie. 

creationism, patriarchal values, and a 
denigration of secular bumanisffl in general, 
the curriculum leachM the aame subjects as 
the secular schools. The methods however 
include corporal punistuneni and siandanh- 
sed pedagogy. “AOS, for instance, provides 

ali the inlonnaliaii, materials, aodequipmeni 
neoessarymsetaschoai quickly indlnexpcn- 

slvdy. No one teaches in ACE schools, 
rather students teach thenielves. Linie ts 
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MWM Ue wUMn the 
(t”,Ri9^l993}«fllei.'11iecoiMequenee« 
Ihit pethgogy ue ramariuble. ACE 
•dmM hnt MOied higher then 65 per 
g of a MtioiMdly npceieiitati ve/umple of 
ter ilttdenu, and their Stanford 
Mevement Teat Korea appear to be one 
tf and leven nwnllu ahead of the national 
rm. The graduates are considered by the 
;iiaiy to be superior emken-disciptined, 
edient with respect for authority. 
3vangeHca) schools draw their students 
Tin most socio-economic groups, 
itkulatly from white, iniddle class families 
th an average income of $25,000, more 
ucated than the national average. Given 
rir relatively homogeneous social 
cfcground and strong seme of community, 

. fundamentalists have had an impact on 
defy beyond their numbers. They have 
ina^ during the past two decades to put 
? issues of prayer at schools, creationism, 
motisra, flag burning, and textbook 
nsorship on the national agenda for 
cussion.The Reagan adtrnnistnition.under 
; leadership of secretary of education 
illiamBeniiiKt, attempted first to elimimue 
d then to reduce the department of 
ucaliim. Although the fiindamenlalists 
ve not succeeded in basically altering 
cular education, they have brought 
ffideol pressure on the secular Khools to 
>ve them to the right of ceittre, with an 
iphasis on the neutrality of the basic 
bjects and control tbrou^ standardised 
ogrammes. Rom (I993)argues that having 
rtially achieved its educational aims, the 
ivemeni may have reached a plateau with 
posiibility of a con vergence of Qiriitian 
d public schools. 

Mthough frequently identified with the 
ectrenicChurch and televangelists such as 
• Robert s on, Jimmy Swaggait, and Oral 
it)erts,ihndaiiMiiialitt higher education has 
>ved beyond strict Kparatitm and is 
lually rep reaen tcd moat clearly by leny 
Iwell’s Uheity Univenity. The failure of 
tRobertaon, in 1988, to win the Republican 
mdeniial aondnation and the sexual and 
mdalscaadabofJimmy Baker and Jimmy 
nggait during the l98Qi have somewhat 
mlnished the momentum of the 
weco a t a Hst m o vcmentinhighereducation. 
must be noted, however, that dining the 
80s the move m e n t achieved impressive 
Boess in reaching vast audiences through 
renl television stniiona and pragrwnmes, 
ting mUfiona of dollan for iu activities. 
Biotfog several institutions of higher 
miiiW. And in the 1990 b Robertson’s 
~rat University U oonsolidBting the gains 
‘Oebythetetevhionniiiristryinthe 1980s. 
c maffiage of television and higher 
hcalkm Indeed proved a poiem force in 
moventM (TUmnlan 1990:141-46]. 
mUae (I9n)daaaaminiei that the‘New 


Bvaogelical’ Mgher Mfucatkm represented 
by Ubeity Univenity (1) is not totally anti- 
ittellectuai, (2) hai had •» impact on the 
locieiy at large, and (3) will not ditappear 
but may be absorbed into the larger Kademie 
world. AHhough conservative in educational 
goals and methods, this approach to higher 
education does not refect modernisation or 
interaction with the secular environment. In 
fact, it may be viewed as an attempt to 
reconcile conservative rdigloiis traditions 
with modern Kience, technology, and 
education. 

As Schultze (1993) points out. Liberty 
and Regent have been williiigiocampromise 
in order to gain national legitinucy and 
accreditation. Even their unconventional 
academic units such as The Center for 
Creation Studies and the Museum of Earth 
and Life History at Liberty University have 
served the dual purpose of attracting con¬ 
servative backers and gaining academic 
respectability. Although eKh of there uni¬ 
versities is identified with a particular 
charismatic or authoritarian leader, both 
gained some measure of institutional inde¬ 
pendence from their founders. Regent 
University has also gone abroad to establish 
a branch in Poland. 

The evidence shows therefore that 
evangelical higher educatiem might have a 
dual impact. On the one hand, these institu¬ 
tions may traverse the same evotutionary 
path as other formerly religioui colleges 
across the country have in the past, from 
strict separatist (‘fundamemalist'Jeducation 
into conservative engagement with the 
msinsiieamculture(‘ncwevangelical')umil 
the process leads increasingly to a secular- 
pluralist model for higher education. On the 
other hand, both Liberty and Regent have 
already challenged ihe more secular 
institutions on such enduring issues as *1he 
nature of Ihe human condition, the place of 
norms in icbolsrship and society, iIk quest 
for universal meaning and significance, and 
evn) Ihe search for standards of right con¬ 
duct”. Schultxe (1993) argues that require¬ 
ments of accreditation, the problems of 
accepting public funds, and the seculari¬ 
sing effects of hi^wr education will likely 
temper fundamentalist education towards 
an accommodation with the rest of higher 
education in the US. 

As for media strategies. Fore (1987) 
discerns five ‘generations’ of the ciectmiic 
church, spanning the history of American 
lelevisioa The firri, represented by Billy 
Graham, was typi Red by the use of tele vision 
to cover revival meetings, much as it would 
a sport or political event. The second 
generation marked a change to the style and 
technique of Oral RobciU. a lent evangelist 
and faith healer. In the 1960s, a third 
generation represented by Rex Humbaid built 
a church esponally designed for television. 


A fbutdi generation w« inaugumed by Pat 
Robertson’s 700Cliib,adD|itinga ‘hostatow’ 
formaL in which he branght the viewing 
audience into intimate contact with the studo 
through phone-ins ml roembenhip in the 
700Club. Robertson also blaaed the trail for 
a fifth generation by establishing Us own 
network. CSuistian Broadcasting Net^nxk 
(CBN). The CBN format for cabIc-satelUte 
net woric has since been copied by many such 
as the PTL Qub of Jim and Tammy Bakker. 
Typically, the audience for the etectrortic 
church is more female than male, older rattiM 
than younger.oflowerincome and education, 
from more southern and nadwestem stales, 
and more generally active church goen 
IBiematzki 1991:13], The siKoftheaudieiice 
for electronic church is a matter of oon- 
siderahle dispute. Estimates range from 
Gallup's 22.8 million to Anneiiberg School 
of Conununicaiion's estimte of 13.3 million 
IBiemaUki 1991:14]. 

In the Islamic world, the Wahhabi 
movemeni in Saudi AtaUa represents perinps 
the best known and most successful exampk 
of a coiucrvalive fundamentalist 
Ax sn 18th century iiwvemeM, the WahhUns 
antedated the impact of the modern world 
in Aiabia. bur they provided the ideolagical 
vehicle for the final triumph of the Houm 
of Saud in the 2(Hh century. The movement 
has also provided a highly puritanical Islamic 
doctrine to legitimate continuing Saudi rale, 
to teal off Saudi society from the more 
severe erosions of modernity, and to fend 
off internal and external challenges (for an 
official story, see Pouad AI-Farty 1986). 

Refokmist STBAraOIES 

By contrast, reformist movements provide 
an example of an interventionist stmegy. 
However, they teem (o be characterised by 
an equilibrium between the forces of 
populism and elitism, dogmatism and prag- 
matism. and literalism and liberaliam. TUa 
may be due to Ihe fact that the status quo 
under such circumstances is perceived as 
indefensible, and it has to be changed The 
militam religious discourrepreienistbeiddR 
a hegemonic praiect for an alliaoce of the ' 
old and new elites riding on Ihe wave at a 
populist movement. 

Guatemala and India prebeitt cases that 
exemplify this strategy. In both couatitoa, 
miliiam.religious nrovemenu r eprem g new 
hegemonic projects combining nationtfini 
and religion to challenge the autbosity of 
estabfished secular elites. In Guatemala, in 
an alliance with North AmericanevangeiMn 
and indigenous populism. Protestaat 
evangelicalism is dislodgingioQrrapi,aeBai- 
feudal. Catholic elite. In India, Hindu 
militancy is undcrminiiig the h cfciB cn y of 
the secular Congress Piity by wh^phig gp 
religious nationalism and Hindu cnhnral 
politics. 
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In OttMagnla, Oe 'iteiiir''1llii '§«£ 
dnmitiwdby the lclt<ifta| faenMiinf^ 
Gmtemtlin Nnkwri Revotottomiy Wat 
afunst whom the govtmmeat hu bean 
fighting for the past thtee decade* lenitlag 
in some 1,00,000 deaths. As BientaUU 
(1991:18) reports, 

WhenGeaenlGtfrsimR»tM<Mit.acoAveit 
to PentecostaUsm churdt, became president 
Guatemala in 1982. he was haiM by the 
more politically-orienied North American 
lelevangdists. particularly the 700 Club of 
Rat Robertson. Guatemala was by no ncaH 
unacquainted with miliurisra and icpresaion 
prior to Rios Montt'a presidency, but a new 
element of zeal wai added by his 
Pentecoatalist identity which may have 
oooitibuted to the sliu^ter of thousands of 
Indians during his campaign to repfCtt B 
leOiMrehellioftaUegedtyiiispitiedbyCadMlic 
liberation theology but labelled‘CcnununiM' 
by the army. By the time Rios Montt was 
overthrown, evangelical leaders in 
Guatemala had come to recognise that they 
were being Mamed for hit policies because 
be bad created the impression that he wanted 
to act up a Protestant theocracy. They 
consequently tried to diaassociatetfaeraaelves 
(ram him. He had done little for Guatemalan 
norestauiim. and in fact many evangelical 
Indians had been caught up in the 
indiscriminate slaughter. 

Despite the predominance of the military, 
defining the boundaries of civilian power, 
Quateiiiala elected its second civilian 
president in November 1990. The new 
president, Jorge Serrano, is an evangelical 
busineatman who re|riaced View Cerezo, 
leader of the Quistian Democrats. Religious 
identification is an integral part of the 
Guatemal an political tapestry as much as the 
militaty is. The failure of the predominantly 
Catholic elite to make any serious attempt 
to change the country’s semi-feudal power 
itructure has in part led to the rival Protestant 
evangelical and neo-Pentecosiali gaining 
ground. Serrano, the only evangdical 
Protestant ever elected to rule in a Ladn 


ijfiim MittMt cMi Ml tviMi 
pionMei de««fo|miM fiar TOfcr o«at t^ 
p op(MMl Mi .whibwekiB»part!awtB<fi)w, 
ite imtegy was to UU 100 per eeat” 
Swan Rose and (Jueniin Sdmtae (1993) 
demor ut rated how Protestant evangel kaHsm 
and neo-Pentecostalitm have advanced to 
serve certain interesu in Ouatemala. 'Their 
analysis challenges some prevailing 
interpretations such as Peter Berger’s 
contention that we are wilnessingthe ‘Second 
nrotestmt Internationale’ in Central America. 
That historical analogy suggests 
‘levoiulioiiary* potential for Protestantism 
while ignoring the essentially leforniist and 
repressive nature of the alliance of 
fiindainentaltstic Protestantism with the 
militaiy, transnational coiponle interests, 
and the US. However, the case study also 
points out how the Protestant chutchu, like 
the Catholic Church, are torn in the dais 
struggle between rich and poor, government 
and guetrillas. The authon argue persuasivety 
that (1) we may be overemphasising the 
imponance of Protestant evangelicalism and 
neo-pentecostalism in the same way th« we 
ovetemphasised the .role of 'Theology of 
Liberation; (2) that we must recognise the 
class interests framing the ideological 
positions of both (he Theology of Liberation 
tmd neo-Pentecostalism (which ‘represent’ 
Guatemala's professional and business 
classes); and (3) if evangelical education and 
media join the chorus of the political right, 
old and new pentecostals may find a common 
voice in opposition tothe left. Inother words, 
a politicised fundamentalist Protestant 
movemetu may be oonsidend at part of a 
new reformist, hegemonic discoune aligning 
the old feudal and new business elites againtt 
revolutionaiy change. 

’The case study by Rose and Schultze 
focuses on a car^ analysis of the role of 
education and the media in the teinarkabfe 
riseof evangelicai awakening in Guatemala. 
Several factors seem to have contributed to 


American nation, won 68 per cent of (he vote' 
In a nm-off ballot in 1990. Hit campaign 
promise was to bring Guatemala *totai peace’. 
In April 1991. he opened peace negotiant 
with the left-wing guerrillas of the 
Guatemalan Revohitiotiaty National Unity 
movement To achieve peace and democracy, 
he would have to tackle hit generals. In the 
30-year war against the guetrillas, the atmy 
killed thousands of the highland Indians 
among whomtheinsurgents lived, and burned 
hundrerb of their villages. The generals are 
watching over Serrano’s shoulden. General 
Hector Gramqjo put down two coups before 
genng last year to the Kennedy School of 
Oovemment at Harvard, where heexplaiiMd 
Us doctrinal innovatioas to the Hmyard 
tniemaiwnai Review. "We have created a 
more humamtarian, leu costly strategy, to 


(his rise. First, the North American Electronic 
Church hn played an important rMe in a 
media blitz of Q Salvador, Nicaragua, and 
Guatemala. Second, therearealsoindigBaous 
religious and (iblUical forces in Guatemala 
which have ptved the way. While it is “not 
difficult to show how the leligioiis ri^ hu 
tried to turn miwionery work into an 
instrument for US militarism’’, H is Usotrue 
that “evangelism hu widespread, popuUr 
support among the poor". In contrast to 
Ci^ic priests, 86.7 percem of whom are 
forrignen. almost all evangelical priests are 
Guatemalan.‘ndid.evangeHealiliavegtDwn 
in mimben from 3 J per cem 30 yeai* ago 
to between 30-33 per cent of the popidadon. 
This remarkable growth hu lakm plaoe 
primarily in the last two decadw by a sNfit 
from written 10 oral indhioiit. and from old 



Hi iee w d eahiMs oven « Che very point 
when they ate nndennined hy an intnuive 
and oomisiwe world. Generally speaking, 
die neo-PentecostUs have supponed the 
political right, consisting of the government. 
railhaiy.andmiddiesDdupperclau business 
and professional interests. By oontiut, the 
Catholic ’Theology of Ubeiatian hu sided 
with the left in champkHiiiig the cause of the 
peasantry. 

Turning to the roles of education and the 
media. Rose and Schultze argue that in 
Guatmala. where illiteracy rates are high, 
schooliog scarce, udalraditiooal oral culiun: 
prevalent, together with the family and 
schools, the media play a central part in the 
socialisation of chlldiw. It may be fimtier 
argued that the mus media become more 
prominent as we move from the 
fundamentalist strategies of disengagement 
to one of engagement with the world outside. 
i e, from separatist to reformiit and 
revofutionary. In the case of the sepaniiu 
groups such u the Parmawiya, and Takfir 
and Hijra in Egypt, acience. technology and 
even literacy are sometimea rejected [Sivan 
I985;,I20]. But to the degree that a 
fundamenhdist movement geu involved with 
reformist or levolutionaty projects, the need 
for the use of modern means of education, 
communication, and warfare becomes 
apparent. The Guatemalan situation 
illustrates the point fiutha. The {Bfference 
between old and neo-Ifenteoottaiism becomes 
particularly clear in their respectively 
conservative and reformist polidcal and 
cunkular projects. With one of the lowest 
per capita expenditures on public education 
(1.8 per cent) in Latin America, one of the 
hlghm diofMiut ratea (90 per cent never 
make it to secondary school and 99 per cenc 
never to university), the neo-Pentecouals 
have embatked on an educational venture 
that the Catholic elite had failed to launch. 
While the aid-style Pentecosudchurcliesdhc 
AssemUiei of God. the Church of God, and 
llieJehovah’iWhneuef)wotkedextensive)y 
among (he poor, the new PentecoMais uc 
provldiig education forthe Pnotastmt middle 
and upper claaaea by the eitabUahment or 
fdadt^y expensive private schools. They 
alM import North AtnNicnn fundamentaJisi 
values Into the curriculum “that strongly 
support the free eaterpriie system and 
c o ndemn communism as the work of stun 

The curriculum commo n tcates that Cathoiic' 
ait nen-Otfisiiana and Jewiaienol accepted 
by God; dut secular hummsmandielativisni 
ate tfiUboHcal dangers In the pufaiic schools; 

and that it Is eaaendal to lestore the US lu 
the itatiis of a tndy Christian nadon white 

siffluttaneoualyChriilianisiiiglfaeieil of the 

worid." Modonity ia thus accepted as an 
hisliiimeal but not aa a vahw aystem. 



ooOii<wnirt>n|iiWriirtBrrtnii.ii^ 

«(| natfoMi Meotogy hu bm te-raacMof. 
De ip tetfadr<i|i|)OiMontoirierttflc iqe ar ch, 
the evangdiciii In OiMtemala have become 
the new prafenkmal and social engineen. 
They an imenated in social nfbnn in ways 
that panlM the Sodal Gospel in the US at 
the tun of die centuiy. They are not however 
intoesled in directly transfonnlng the basic 
social structures of inequality. Th^ hope to 
improve society through combinations of 
personal religious conversion, individual 
sdf'dlsciidine, and professkmal social work. 
The growth of fundamentalist radio 
broadcasting hu been astounding even 
compared to the US. By 1988, there were 
145 radio stations, S3 of which in the capital. 
Eighty-seven per cent of evangelical radio 
- preaching, setnMnising, and persuading - 
is aired live. As a more expensive and less 
prevalent merhum, television programming 
is domintied by American fundamentalist 
Bid Pentecostal imports. Jimmy Swaggart 
and Pat Robertson are the most represented. 
Swaggart’s organisatirm has established 
legioiul ceiuies which answer letters and 
sett books. His programme is oriented toward 
thelowermkkDe class [Biematzki 1991:17]. 
Robertson's directly Iheocraiic appeals do 
not fit Guatemala's need for ecumenical co¬ 
operation between the Catholics and 
Protestants. Anti-communism unites the 
right, but exclusionary evangelism tends to 
divide H. 

On the longer-range prospects of 
evangelism in Guatemala, Rose and Schultze 
(1993) are atnbivalenl. It remains to be teen, 
they argue, whether the rite of Prolestam 
ethics will lead to the devciopmem of 
democratic capitaUtmias the neo-Weberlant 
such u Peter Berger hope) or end up in 
another cycle of dire exploitalion of the 
majority {ncolUbotationwiihfofeign capital. 
Hoiwever.they offer tome reasons to suggest 
that the reaulls will be probably different 
from those we have known historically in 
the west Religioui polarisation will contiaue 
to persist not only between Catholics and 
Protestanta, but also between conservative 
Catholics and radical Catholics at well at 
between old-atyle, non-political Pentecoslals 
and new-style. pcrfRical Penlecoatalt. In any 
cate, religi^ educatkm, and the media will 
conrinue to play their contndiGtoty, Janus- 
like role fat the formation and rUtsemination 
of the domiitant hegemonic and counier- 
hogemonic pvojecta. 

Rdigioaa Zionism in [trad is a second 
example of a refonnisi fundamentalist 
•noyement The US and Itrad present two 
radically diffeniu national traditions on 
istuet of ttiigkn and atde. Whereas the 
aeparatioit of church and stale is a 
“"riteitioHat re q u i rem ent in the US. Itrad 
*^fcwMledonZk)niBm,anationalitm based 


on the presumed rellghNa and cultural unity 
of the Jewish people. At ■) ofRdal Israeli 
ideology, therefore, Zioaim provides a 
useful litmus test fordutinguiahitig tome of 
the subtle differences between a rich variety 
of Jewish fundamentalist movements. 
Rdigiotts Zionism, Zionid fundamentalism. 
non-Zionist Judaism, and anti-Zionist 
Judaism present different responses vis-a- 
vis the lib^, sodalist, and seoilar Zionism 
of the founding fathen of ItraeL Not all of 
these tendencies can be considered 
fundamenlalisi. Michad Roaenak’t (1993) 
case study of Jewish fundamentalist 
education presents a rich tapestry of 
theologies and movements that pursue both 
separatist-conservative and reformist 
strategies, corresponding more or less to 
what Rosenak calls anti-Zionist and Zionist 
fundamentalisms. While the Haredi Jews are 
anti-Zionists pursuing a separatist strategy. 
Radical Zionist Fundamentalists, Messianic 
FundamenUlisis (Gush Emunim), and the 
late Rabi Kahane's Kach movement 
(including its offshoot in the US. the Jewish 
Defence League) follow a reformist 
fundamentalist line. They seek ndther to 
overthrow the Zionist state (revolutionary 
fundamenuilism) nor to accommodate it for 
the sake of conserving their religious 
traditions (conservative fundamentalism); 
rather, they intend to uansform Secular 
Zionism from within by revealing and 
bringing to prominence its latent rdigiosily. 

As Rosenak (1993) argues, the notion of 
Galut (Exile) is central to an understanding 
of Jewish fundamentalism. “Exile, Galut. is 
aheavy-ladenconcept with pditicaL rdigious 
and existential layers of meaning. It signifies 
precarious existence among the nations; it 
bespeaks alienation and remoteness from 
God. for the Torah cannot be fully carried 
out in Galut where Israel lacks a society, and 
it describes the malaise of the' world before 
the coining of the Messiah (redemption)." 
In the religious Zionist community there 
were, however, moments of confrimtation 
with Zionism that served as a challenge to 
religious renewal. Those who were 
inquisitive and innovative in theologica] 
mailers became “religiout expansionists”. 
Expansionism reintctpreis modonity through 
the prism of the Jewi^ tradition; "it aspires, 
in theory, to bring all aspects of life under 
the rubric of its interpretation of Judaism" 
(Liefaman and Don-Ychiya 1984]. Ltebman 
(1982), who developed these concepts, writes 
of the dichotomios between expanskMism 
and adaptaiionism and associates 
expansionism with the radical approaches he 
finds prevalent in the Zionist Yeshivot and 
in Gush Emunim. I am proposing that in the 
rdigious kibbutz movement, both may have 
been uniquely linked. When “religious 
expansioniim" was combined with 
adaputioolsm, which * .iT-rms that the basic 


value! of modemity are not only comptfible 
with Juddim but partake of iUeaieaob”,» 
Rosenak (1993) poinia out, there 
a vibrant ud ai^tious type of rdigioua 
Zionism. 

Thinkers and educators in this circle 
perceived no conflict be tw e en Zionism and 
Judaism. Rather, Zionism wu (be 
opportunity to folly apply the Torah to the 
reborn social reality of Juihdsm in the modeni 
world. The Torah was meam to inform evety 
aspect ctf life, but this was impossiUe in 
Gdut. Thus Torah scholars had to engage- 
in dialogue with all knowledge and culture, 
to be thereby liberated from the shackles of 
Galut ghettoi sation and, in turn, to transform 
the social message of universal idealt. IniJw 
religious kibbutz it could be shown that the 
Torah was the constitution of an ideal society 
and the foundation of a socially pro gr e ssi ve 
and humanistic religiosity. Coovenely, the 
“expansionistic-adapiationist” religious 
Zionists held that Galut was ending and that 
the long-awaited challenge to the tnith and 
viability of Judaism as a social virion was 
at hand. The Torah would be “iIk spiritual 
infrastructure of a new moral and religkMt- 
humanistic society" 

Eacn social and existential ideal creates 
iu own educational institutions, and so did 
the religioiis Zionists. Thdr initial imovMive 
yet OrtJiodox approach was open to outside 
influences and riietoiic. yet wished to impose 
the Torah upon them. This was a diflkiilt 
educational challenge. The expounden and 
teachen of this “expanrionist" approach had 
to teach that the Torah was c^trtile of 
addressing every issue, but it was not clear 
to iheiii how this worked in practice. At 
modern Orthodox non-fundamentalistic 
Jews, they lived in a hyphenated vahnrive 
world of Torah' and ‘general culture', of 
Torah' and ‘Ihbour’ (i e, socialism). Though 
their ideology was both ‘expansionist’ and 
‘adaptationisl', the lives tb^ led and the 
concrete educational prognmmet they felt 
qualified to constnia and iroptement were 
mostly compaitmencalised. Seine dungs were 
Jewish and some were not. 

They could not posably fit into a traditional 
Yeshiva worldview conferring simna 
inferiorily on women, ditdaining phyricsl 
work, and deferring the trantformatioo of 
the world to the coming of the Meatufc. 
Equally committed to Judaism, Zionism, 
and modernity, leiigious Zionists have had 
to create their own educational inatiliitioaa. 
Under the leadership of the charismatic flnl 
chief rabbi of modem Eretz Israel, Rabbi 
Abraham Isaac Kook, radical Zionist 
fondamentalists establis h ed their first Zlooirt 
Yeshivot for high school youth. The 
theological justification for suchahold action 
was to assign Messianic meamag to the sriMe 
of Israel as the concrete kingdom of Ood 0 * 
earth. It followed that the new YeShivn nasal 
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lodrty.Biititimi lg lttwIy wMuri 

it pnftiuadty laMnleM tte 
Zkniit itaUty thM RiM Koc4i dedMd to 
beho)y.Ontheonehand.theZioatefadiaaii 
tasvetilabliihedtlidrowsbnKOyHaMiHo- 
yct-Sonitt iiotitutioos of learning in onkr 
to foreittH the direau of the decadent aecolv 
laradi culture to idigioa. On the other hand, 

at Zionists, the ‘radicals' serve in the militaiy 
within a Yeshivot framework anunged with 
the army. 

Gush Bmunim, “the bloc of the faithfiir, 
is the moat well known group of the radical 
rdigious Zionists who have tied territorial 
Israeli expansion with Messianisin and right- 
wing education. Established after the Yoin 
Kippur War of 1973, Gush Bmunim has 
provided an ideological bridge between 
religious and secular Zionists and, for that 
reason, it has had a great impact White 
pursuing fundamentalist religious educalim, 
the tnovement allows iu memben to join the 
army in defence of Eretz Israel and against 
territorial concessions. Although racially 
tolerant, the movement has given rise to 
radsl factions such as the late Rabi Kahanc’s 


YMiloM ^^Uiks. Thn fla7&tSa£ 
and vOmof to PiMmo 
diayhtweaahftiiiedtDthefrMihonBi^ 
MrttMaHiffi. but utfamhatloB, the growth of 
new middle aitd lower-middle dmaea, and 
a redefining of caste and rqional Mantitiei 
an periuqia the more basic causes of Wnihi 
leUgkNU militancy [Crossette 1990]. 

The atudeots who demonstrated and 
Immolated themselves, in 1990, were of 
lower middle clau origins. Tlwy were 
protesting against the goveiwnem’s plan to 
set aride 27 per cent of federal government 
jobs to 'backward' castes. Th^ students 
were acting out of a deep despair. The 
situation in tte ‘Hindi belt' is very grim. As 
India't most densely populated, least Uterste 
region - from Rajasthim through MacOiya 
Pradesh. Uttar Pradesh and Himachal Pradesh 
to Bihar - pressure is building up to find 
jobs and land for sons and daughters. No job 
is more secure than the dvU service, and no 
political campaign is more powerful than 
teligiaus militancy. 

Religious militancy is, of course, nothiitg 
irew in India. In 1948, Mahatma Gandhi fell 
victim to its fanaticism. What is new is its 




route to 

M od WtilMWo ii tern wimw propoaed and 
pumed by orgnintioM mtUy leen as 
oou-nvivaliit or aecttiar in the Indian 
context”. 

Hindu nvivaUiffl can be dma inteniretcd 
as a movement both for ouhnral lurvival and 
cultural bagemony, including linguisiic, 

feli|ioiu.andmythotogicalievivalsthn)ugh 
education and the media. A recoostruction 
of cultural and poUtical identhy in this case 
as in most other cates of nijgioiu militancy 
Bfptm eo be a recuiieni foature. Kumar 
argues that Hindu tevivaUsm owes much to 
the Chriiiian and Islamic variana, but wc 
can equally argue that all militant religious 
movemenUarerespondinstatiieaiMcifi^ly 
modern condtions in which the state has 
overtaken dvil society in its ciaimt for total 
authority and power over resources and lives 
of the dtizena. To lay equal claima to that 
power, religious militants have had to 
recoitstnict histoty and identtiy in order to 
claim stale power. In the case of Hindu 
revivalian, however, Kumar (1993) argues 
that “Hindu society could not find adequate 
resources for thdr purposes within religion 
alone. They had to sssendde bits and pieces 


Kach movement which argues for the 
expulsion of the Palestinian Arabs. 
ErhicationaUy, Gush Emurrim is critical of 
Yeshiva learning and its withdrawal from 
reality, a withdrawal that in their view is no 
knger justified. 

Himfai militancy in India presents a third 
example of a movement that challenges the 
prevailing status quo in favour of sodai, 
educational, andcultunl reform programmes 
with a complex blending of populism and 
elitism, dogmatism and pragmatism, and 
literalism and liberalism. In India, Krishna 
Kun]ar(1993)arguea, “Theterm'revivalism' 
is... preferable to 'fundamentalism' mainly 
because the latter term teems rather 
inappropriate in the context of Hinduism. 
Unlike Semitic religions, Hinduism is 
duncterited by the multiplicity of basic 
beliefs, texts, and pnetibes.” But if we 
oonsideraplunlist, secular Indiaasenviaaged 
by the founding fathers of the Indian 
In depe n de n ce moveasent (notably Gandhi 
aitd Nehni) as progressive, the rise of a 
Hindu nadonaiiit movement calling for 
Hindu rdigious and linguistic h^emony 
eouid be considered as retrogressive. (Vom 
another pointof view, Hindu revivalism may 
be consideted as the Indianisation of India. 
Eighty-five per cent of India’t 840 milliott 
people are Hindus. Lai Krishna Advani, 
pteddeix of the Bharatiya Jarmia Patty, told 
a group of foreign correapondenU in June 
1990 that Hindus were asking only for a 
recognhlott of majority rigfati, and an end 
to spedal prfviteges for religious minorities, 
Bofo inte^ and extemai foreet seem to 
have combined to bring about thia change 


recent political muscle as evidenced by the 
fact that secular politidans ue playing up 
to its prejudices. The most tccem dramatic 
incidence has centred on a mosque at 
Adyodhya in Uttar Pradesh built on a site 
that is the birthplace, say Hindus, of thdr 
god of war Rama. Militant Hindus have long 
sought to build a Hindu temple in place of 
the mosque, in 1950, the mosque was closed 
down by the government. In 1986, the 
government ordered the building to be 
reopened as a Hindu temple. This could be 
imerpieted as an atrempt by R^jiv Gandhi 
to pursue Hindu votes. Befm Rajiv, Indira 
Oa^hi bad already repealed to Hindu 
iralitsncy by taking on Sikh militancy in 
f^jab. The fall of prime minister Singh, in 
1990, may be alao interpreted as his hulDte 
to heed Hindu nationalism by increasii^ 
appeals to lower castes and Muslims. The 
result may be increasing coramunal violence 
and appeals to religioiM polilics undenniiting 
a secular India (Anon 1990:15. 42]. 

Kumar (1993) focuses on the histoiieal 
and cultunfhackground of the rise of HuKki 
revivalism. He srgues that the developinent 
of Hindi as a medium of modem education 
has served as a syndiol of anti-coloniidism 
as well as the oontolkfation of revivalist 
ideology. Unlilteioneoihersocieties where 
ftmdameiualism or levivaiUm has surfaced 
as a discrete efoment in politics, nvivaUsm 
in northern Indi? must be teen as a 
phenomenon organically related to the 
cultural development of a specific stratum 
of society.” But Kumar hartens to add that 
‘\ippotitiafl to modernity” b not a feat ure 
of the revivalist movement, which p ropoaa i 


of reievant material from literature and 
mythology, history and geography.” 

Kumar demonstrates how the r^val of 
Hindi as an Indian national language in 
preference to Englith, Hindustani, and Urdu 
has played a central role in ttus process. He 
also shows how the development of modem 
Hindu schools and univ^ties must be 
understood as part ofbotb the anti-colofiialist 
and cultural revivalist ffloveroeats. He further 
describes how the development of a Hindu 
imtianprets‘‘provided to tfaeeducated, mostly 
urban parentt of the Hindi region, a rich 
resource for acculturation of their childicn" 
He also piovidea an analyiis of the rise of 
political revivalism as an outgrowth of 
reUgkHis revivalintu in the emergence first 
of the Aiya Samaj movement and nr 
charapionahip of Hindi language schools 
(I>ayanand Anglo-Vedic or DAY) and then 
oftheRasfatriyaSwayamsewakSa^fRSSI 
movemem upholding the ideal of a militarily 
strong nation in wtu^ the term'Incfian'and 
‘Hindu* would be synonymoiH.DAVscbooh 
have shown a remarkable growth in the 
l9S0k attraeting studenls from urban and 
imall-iown ahopkeepera as well as 
profotaional and dvil service ranks. Kumar 
stgues that since the beginn in g of (he 1980s, 
under the impact of Islamic militancy m 
Pakistan and wed Asia, Hindu cultural 
revivalisffl has become prtiiticdly revivaiisi 

as well in order foconnpete openly for power. 

RaVOUmONAKY STRAnOBS 

Thecaae study ofbiaaak fyaiduuei»ii^^ 

in Iran supports Kumar'i Ihasis that in ceriaiii 
comaxttrallglousmilkancy may be reactive j 
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butflOtlraMtoliy. b Aehidim and Inudn 
caiei. itriiibHi tirilliancy hai alio expreiMd 
•nti-colo^ aifdratioiis for reform and 
(cvoiiMioa Ahhougli Iran presenb the most 
ipectaciiiar 'HMceu story' of a religious 
levolutiomvy imjveflMnt. h alaodemonitraies 
the pnMems of a theocracy in position of 
state power. The tenskxu between populism 
and elitiiin, dognuaism and pntB>natism. 
iciiptuiallilenlisni and liberaliini erupt more 
violenfly into the open under revolutionary 
conditiotii. As a populist movement, the 
Islamic revolutionary tmvement in Iran 
brought about a broad coalition of secular 
liberals and Marxists joining hands with 
Islamic liberals, Islamic Marxists, Islamic 
traditionaliits, and Islamic fundamentalists 
in apposition to the Shah. Following the 
overthrow of the Shah in Fdxuary 1979, 
however, this coalition broke down. 

OneoftheceMial issues that deeply divided 
the revolutionary ranks revolved around the 
tensions betrveen populism and elitism. It 
focused on the question of sovereignty. 
Whereas the liberals and Marxists argued for 
popular sovereignty as the basis for the new 
constitudan, Ayaudlah Khomeini and his 
militant followera proposed wilayai-i-/tu[ih 
(the Thitteeihip of the Jurists) as the only 
valid Quranic principle of sovereignty. In 
his treatise wiA the same title. KhoiKini 
(1981) had argued that sovereignty rightly 
bekmp to god, his prophet, and the Shiite 
imams (Tebnuiian 1992], b the absence of 
the Hidden Imam (the 12lh Shiites Imam 
who disappeared in the 14th century), he 
further argued, the duty of governance is 
passed on to the Muslim Ulama and their 
chosen leader, the Supreme Faqih. This 
theocratic principle was hotly debat^ before 
it was written into the new Islamic 
constitutioa Those who disagreed with it 
were toon either expelled or sent 
undergrotffld. In a new round of debate in 
post'Khomeini Iran, the doctrine is being 
riudlenged by a ptoliHc publicist. Abdul' 
Karim Soroush, arguing that the 
ideologliation and politicisation of religion 
is leading to comiplkm of stale and faith 
.Sorooth I99S]. His viesva have found a 
significaat following among a disillusioned 
cneration of middle-aged, professioDal 
istamic levofuttonariet critical of the clericai 
eadenhip. 

The tension between pragmatism and 
dogmatism became moat evident in the 
Hibiequem legUlati vebaitlei over the inues 
>f laiKi lefomi, and cultural, media and 
Bducatiaoiti poheies. The conflict between 
*«g m a tia (i and dogmatiits, also knoam in 
suiting alliances as moderates 
xKl radiCBls, was reflected in all debates on 
of domeitic and foreign policy. In 
Mtwd tuial poHcy, land reform legulailon 
’Bcame an inne of Intenae conflict between 
' radical pariiameiH (the Mrulis) and a 


conservative Council of Experts {mjlu i- 
Uubregm). While the Majlis passed a 
sweeping land r^bm law, ruling on its 
consiitutionaiity, the Council considered it 
contrary to the Quranic injunctions against 
violations of the rights of private propeny. 
At the end. Ayatollah Khomeini intervened 
by an extraordinary edict that declaatJ all 
C^ranic injuncticau subject to the curreni 
interests and policies of the Islamic state. 

Similarly, the conflicts bet ween dogmati sts 
and pragmatists, scriptural literalists and 
liberalists, has been a source of continuing 
tension in cultural policy. Before the 
revolution, Islamic traditionalists were 
critical of the Pahlavi regime's language 
purification policies that attempted to purge 
Farsi of all foreign (including Arabic) words. 
These efforts were considered as part of the 
regime's anti-lslamic secularisation policies. 
Although Arabic and Islamic studies have 
. been revitalised after the revolution, the 
modernisation of Fatii has also continued 
its normal course. The process has emailed 
a two-fold effort; to coin liew Farsi words 
fur modem scientific and technical terms 
and to purge the language of foreign 
(including Arabic) words. A new-style Farii 
has consequently emerged, often us^ in the 
media, scientific, and government 
documents, that is less flowery and more 
precise. The prose of several of the 
'modernisers’ among the clerical leaden, 
notably the late Ayatollah Bebeshti, president 
Rafsanjani.and Ayatollah Khameneii, reflect 
this shift to purist Farsi. Despite Islamic 
ideological protestations, language 
modernisation thus reftects the continuity of 
nationalist traditions. 

Women's rights and place in society, 
however, became an eariy issue in the life 
of the revolution. Young women had played 
acriticalroleinthe levolutionBry movement, 
particularly in urbanguemllaactivities. They 
expected therefore a recognition of their 
rights. However, as the clerical factioiu drove 
the Islamic liberals and M arxisis out of power, 
new constraintt were gradually imposed on 
women’s public place and conduct. Women 
were dedaied to have equal but separate 
rights from men. It was required of women 
to observe hejab (covering), to attend 
primarily to family affairs, and to generaJly 
play a supportive role to men in society. 
Although women are granted the righu of 
suffrage, education, and pumiii of modem 
professions, their principle role in society, 
as homemakers vs ofricehokiers. has been 
a matierorcontroveny. Fur example when, 
in 1996. the president's daughter. Faezeh 
Rafsaitjani. and a number of other women 
won some leading Majlis seals in major 
cities, the regime resorted to cancellation of 
some of the elections. When Faezeh 
Raftaiyani argued for the freedom of women 
to ride Ucycles. she was publicly attacked. 


TbenewposttioAorwomeiiltalioieflected 
inthe Islamic regime’smediaand educational 
policies. ‘Indecent' exposures of wameo, 
including the showing of women’s hair and 
bare amu. are banned from film and Ideviiion 
prognunmes. Any print and audhs-vrsual 
media content with sexual overtones is also 
censored. Following the levoluiion, boys 
and girls have been completely sepanded at 
the primary and secondary, school levels. 
While the universities continue m admit 
women, male students oumumber female. A 
few universities have been also dcslgmued 
exclusively for women. The govenunm 
documents on educational reform enqihasiae 
sex role differentiation and the n^ for 
educational programmes specially suited for 
women. 

Another consequence of the cultural 
revolution in Iranian media and educational 
programmes has been the shift from 
'decadent' to wholesome Islamic ait fonns 
and cultural programming. The instniction 
of (^ran at schools and its regular redtatioa 
on t^io and tele vision ha ve set a ne wcultutal 
tone. ‘Decadent’ western music has been 
excluded from school curricula and 
broadcasting in favour of folk and datsical 
Per.,;an and foreign music. Although the 
making of images is prohibited under the 
more strict fundamentalist Sunni laws,Sbi’a 
Islam has encouiaged both the traditiotuti 
abstract istamic calligraphy and mosaics » 
well as ‘realistic’ paintings of religions 
subjects such as ponrails of the Imams and 
scenes from religious history and mythology. 
In view of their mass populanty, feature 
films, television serials, and historical 
documentaries have also experienced a new 
rebiith. Following the Majlis elections of 
1996 which demonstrated an unexpected 
strength by women and Islairac libonds, a 
new canqiaign was waged on leleviaion to 
discredit all ‘liberals' as agents of US 
imperialism. The TV series, labelled as 
‘cultural identity' led to suspicious hnunkr 
of a few inielleauals, harassment and exile 
of others, and new restrictions imposed on 
loyalists such as Soroush. 

As the case of Iran demonstrates in some 
detail in the following chapter, the impact 
of the Islamic revitiuiion on Imiian cutare. 
society, media, and education has been thus 
profound. However, the revolution is also 
characterised by acontimiity of the pnMena 
and processes of modernisation. Hie Inoian 
revtriution may be said to be primarily a 
political and cultiinl revdotion nther than 
a social and economic reMructuring. Hie 
revolution basically transferred power from 
one elite to another, from the niliiary- 
bureaucratic elite niling under the aegia of 
Pahlavi monarchy to the Shia dctici rating 
under the banner of an Islamic npitiilic 
Although Islamic ideology and teadenhtp 
have replaced secular ideology and 
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leadenhip, the revohitian does not appear 
to have succeeded in creating uniquely 
Islamic social and economic instttutioiis. 
The processes of state building and nation- 
building which began with the Pahlavi 
regime, the centralisation of power and 
authority in the hands of the state, and the 
efforts to build a social, cultural, and educa¬ 
tional infrastructure cimduci ve to economic 
growth have continued. Hie Islamic revolu¬ 
tion may be thus considered as yet another 
chapter in the relentless struggle of a proud 
but dependent nation to achieve autonomy 
in a tuibulent world, 

IV 

CoBdiaioii 

Despite their enormous diversity, the six 
cases under review in this paper have 
demotutraied that religious militancy and 
fundamentalist-like ideologiet and move¬ 
ments present a common challenge to the 
dominant secular ideologies of progress. 
Return to the certihides of religious traditions, 
indigenous cultural roots, sacred languages, 
and primordial identities is a promise that 
religious militants hold before the believers. 
While such movements appear to be res¬ 
ponses to the increasing penetration of a 
transnational culture of secular, scientific, 
and technological world, thdr sources of 
social support and consequent impact vary 
from case to case. This paper has identiried 
at least four types of movements and strate¬ 
gies. including the conservative, separatist, 
reformist, and revolutionary. While the 
conservative and separatist movements may 
be considered as quixotic and limited to 
' specialcases.thereformiitandrevoliitionaty 
movements have proved powerful enough 
to seize power in Iran, elect a president in 
Outfemala. unseats prime minister in India, 
provide considerable political support to the 
conservative social prides of thirw succes¬ 
sive presidents in the US, while tipping the 
political balance in Israel in favour of the 
conservative Likud Patty. 

The impact of militant religious movements 
on media and education has been more far- 
reaching. In Iran, the Islamic revdution has 
revamped the entire educational and media 
systems. In the US. the Electronic Church 
and its educational establishments were the 
leadirtggrowtbsectaniomedia and education 
during the 1980s. lnGaateinala.thePro(etfant 
evangelical schools have bixAen through the 
elitifm of the Catholic hierarchy and educa¬ 
tion to bring eductiim to greater mimben 
and layers of todeiy. In India, the Hindu 
educational and cultural movement has 
revived Hinch as the leadbignaiional language 
while attempting to de-ieculariie Indian 
politics. In Israel, however, the funda¬ 
mentalist Jewish movemem has led to a 
greater Khiim between the secular and 
religious Zionists, secular and tdigioos 


schools. AU militani religions moveme nt s 
and idedogies in our case studies have 
succeeded in redefining the terms of national 
discourse on culture, education, media and 
politics. They all may be viewed as responses 
of the more traditlo^, lower classes to the 
transnational penetration of their economic 
and cultural lives and attempts towards 
indigenous cultural and economic restora¬ 
tions of power, 
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JFM in South-West Bengal 

A Study in Participatory Development 

Biaay Konuir Pkttulk 
Snauuia Dntta 


The central idea behind Joint forest management (JFM) is to transform the age-old authoritative and policing 
role of the state forest department into that of a facilitator vis-a-vis the local communities. The JFM resolution 
assumes symmetrical relationship between the government and the local institutions. Yet, state governments and 
their forest departments still refrain from conceding legal status to forest protection committees, retain their right 
to dissolve them and appropriate a large share of forest produce. A case study of six villages from three districts 
in south-west Bengal also reveals chequered results regarding maintaining inter-village equity in the apportionment 
afforest land, meeting the forest-based needs of adjacent non-FPC villagers, and exploration of the commercial 
potential of the non-timber forest produce. 


JOINT forest management (JFM) pro¬ 
gramme ojjtimuing the national forest policy 
(NFP) of 1988 and govemment of India's 
policy instruction of 1990 (through the 
ministry ofenvironmem and forest) formally 
unleashed a new system of forest management 
involving grass roots institutions. The 
subsequent policy reiolutionsof various state 
governments to promote JFM is a bold step 
toward participatory development of 
common property resources (forests and 
watershediin India As a form of participatory 
deveJopmeat, JFM is prognunmed to serve 
several puiposcs, like: 

(I JEavironmcntal: (a) toprotect and maintain 
the already cxisung but fast depicting forests 
and water resources, (b) to encourage 
regeneration of the already degraded forest 
lands for increasing green cover. 

(2) Economic: (a) to efficiently manage the 
local forest and water resources, (b) to offer 
the directly forest dependent population a 
means of subsistence and income generation. 

(3) Socio-PDlitical:cmpoweiTneot of the local 
communities for decision-making In forest 
use, by bestowing upon them their usufhict 
tights over forest lands. 

Thus the central idea behind this new 
system of forest management is to trans¬ 
form the age-old authoritative and 
policing role of the stale forest depart¬ 
ment (PD) in relation to the local com- 
munitiea around forest areas into that of a 
bdlitator. 

JFM seeks sharing of both responsibilities 
sod accouiiiabilities between the FD and 
local communities in nuuiaging the forests. 
Itistheoutconeoftherealisation that without 
die willing and active paiticipation of fringe 
communities, m programme to anesi the 
f*st deptetion of forests, and to regenerate 
the already degraded forests, would ever 
"teceed. By enqiowering the local com- 
'ounitict JFM aims to make them realise that 
dieir right over forest is accompanied by 
dmies to protect and manage foresu. 
”>®tefoie, JFM is sharing of products. 


responsibilities, and decision-making power 
over forest lands between FD and locd user 
communities. JFM is baaed on the premise 
that local communities can regenerate and 
protect the degraded forests if they are 
empowered and compensated for their 
opportunity costs. 

'Hius. the spirit of JFM is to take on the 
issue of micro-level planning through 
participatory development. It encompasses 
the programme to manage the common 
property resources in an optimum way 
wherein both people and government 
irrespective of Iheirpolitical affiliations have 
come together to participate. 

Both the parties, the government forest 
departments, t e, the owner, and the com¬ 
munities, i e, the de facto users are working 
together for the management of a common 
property resource like forest lands. Under 
JFM. the owner (government) as well as the 
user (communities) jointly manage the forests 
and share the cost as well as the benefits 
thereof, whereas in community-based forest 
managemern (CFM), the community as the 
initiator is the sole protector and beneficiary 
of the forest with only moral support and 
passive role of the government. And in 
participatory forest management (PFM) 
government is responsible for the forest 
protection with the paid help of the 
community where the benefits are shared, 
but the larger chunk of which is appropriated 
by dieFD. Thus, in terms of investment (time 
and money) PFM is the most government 
intensive (and most expensive) programme, 
for the nuyor responiiUlity of development 
rests with the govemment. On the contrary. 
JFM places more of development respon¬ 
sibilities (ami expenses) on the commu¬ 
nities, while CFM is essentially a com¬ 
munity effort that entails little financial (or 
other) involvement on the pan of the 
govemment. Success of sny of these 
mansgement options (often misconstiued as 
one) depends mainly on the already existing 
local conditions. 


JFM LtrEXATORE M India - An OveaviEW 


After passing the 1988 NFP, the govern¬ 
ment of India issued policy instructions on 
June I. 1990 through its ministiy of en¬ 
vironment and forest to all the state forest 
depanments for supporting greater paiti- 
cipation of forest-based communities and 
NGOs in the regeneration and management 
of degraded forest lands. Following foe G(X 
policy instructions of 1990, almost ail foe 
state governments have passed JFM 
resolutions resulting in the widespread JFM 
activities in various stales of India, although 
foe governments of Orissa and West Bengal 
had already issued foeir JFM orden in foe 
year 1988 and 1989 respectively, and 
community-ba.'^d forest protection activities 
were already in practice in both tbe states 
imich before. In proportion to the sprawling 
JFM activities, over the years foe literature 
on community participation in forest 
management in India has also been bulging 
out. Apart from academia, researchers from 
NGOs and govemment forest departments 
have contributed handsomely lo the body of 
literature. 

In this context worth mentioning are foe 
empirical studies on JFM retorted frim 
various states of India. From among foe 
studies reported on West Bengal worth 
mentioning are those by Mit (1989, 1992, 

1993) , Chandra and Poffenborger (1989), 
Poffenbciger (1990, 1991), Malboin ad 
Debal (1991), SPWD (1992). Sarkar (1994), 
Mu)chcr|ce (1995) and Chakraborty (1995). 
Equally high is foe nunfoer of studies lepmed 
on Haiyana. Noteworthy among dim ate 
by. PofrenbeTger(l990), Dharel al (1991. 

1994) ,Panda et al (1992.1993), Kaiil(l993), 
Srivasuva and Kaul (1994). Kanetkar and 
Vaialakshmi (1994) and Vatalakihini (1994). 
The few studies repocted on Orissa are duae 
of Kant et a) (1991), SPWD (1992), 

et al (1993), Mohaniy (1995) and Puadt 
and Brahmachari (1996). SimiUrty, foe Cm 
studies reported from Oqjaim are llioae by 






Shd> (\m\ Palhan et al (1991), SPWD 
(1992) and Raju ct al (1993). 

Similady, tlie studies tepotled on JPM in 
Uttar Pradesh are those by Ballabh and Singh 
(I988).SPWD(199I). While the JPM studies 
by Balniguna (1992), Tiwari (1993) and 
Singhat (1995) are based on observations 
frotn Madhya Pradesh, studies by Kumar 
(1995) and Singh et al (1995) are baaed on 
observations from Bihar. SPWD (1992) has 
also noted IFM in Raiasthan and Kumar 
(1995) has reported on Andhra Pradedh. 

People's participation in the protection 
and management of forest lands is no more 
confined to India. Even this phenomenon has 
been observed in the neighbouring states of 
Bangladesh [Mohammad Ali 1995] and 
Nepal [Poffenberger 1990). Not very far in 
the south-east, even in Thailand Buddhist 
monks are actively engaged in protecting 
Thai rain forests by sancti fy ing trees enmass 
with saffron cloths. 

Status w JFM in West Bengal 

JRM practices are not new to West Bengal. 
Uptil (toe, JFM has come a lung way in West 
Bmgal. 

Experience from Arabari: The original 
FPC: JFM in West Bengal originated in 
1971-72 at Arabari research sution in 
Midnapore distria. Fertiliser experiments 
then were conducted with sal, teak, euca¬ 
lyptus and other timber species. But Ajit 
Kumar Banerjee, OFO of the area, found it 
dUTicult to study the growth and regeneration 
of trees in the research station because local 
people kept grazing their cattles on the 
research plots and cutting the saplings for 
self-cons umption or sale. In order to stop this 
disiuptions, Baneijee contacted villagers, 
disetKsed the problem informally and realised 
that villagers are earning their livelihood 
from the forest and they have been 
traditionally using such lan^ for grazing 
purpose. Honx if their collaboration bmmes 
essential in reltotilitating the forests, it too 
becomes a necessity to assure them at least 
the same or higher earnings. Consequently, 
after involving the local communities, 
Arabari experiment of PFM was initiated 
by making a deal with local communities: 
(i) to provide employment to forest fringe 
dwellers in exchange of ptoiecticm of forests 
by protection committees; (ii) to let the 
villagencoUect products of subsistence from 
the forests like, fruiu, leaves, mushnxHns, 
twigs and fodder grass for consumption and 
sale; (iii) to give the fringe dwelJen their 
right over a portion of the sale of yields from 
the rehidMlittfed forest. 

In 1987-88, West Bengal Forest 
Development Corporation, for the first tune 
harvested 97 ha ^ sal coppice forest and 
eucalyptus plantations from thia area. Local 
people were involved in the harvesting 
opetoion. The output of harvesting shows 


te the yUd was more that! sattsftetosy at 
the net revenue of the FD was Rs 702,413 
and the income of each family was Rs 978, 

JPAf related orders: Punniiqg thesucceu 
of the Arabari experiment. in other 
parta of south-west Bengal (SWB) had 
already commenced. In 1987 FD issued an 
onler to distribute 25 per cent of net return 
from sal pole harvesting among paiticipating 
communities. A scheme named ‘Boonomic 
Rehabilitation of Fringe Community’ was 
taken up by FD which proposed various 
forest-based inco m egeneratioo programmes 
for fringe communities in SWB. 

In 1989 government of West Bengal 
(GoWB) modified and elaborated the PFM 
order issued in 1987, which involved cmly 
the economically backward population 
the forest communities in SWB. 

In 1990, after the Gol issued JFM order, 
GoWB issued an order to modify further its 
PPM system to the form of JFM in SWB. 
This new resolution made digible every 
tonity of SWB living in the vicinity of the 
forest patches to become member of a forest 
protection committee (FPC). 

In 1991, GoWB issued three mwe orders 
to bring north Bengal plains, Darjeeling hills 
and Sunderbans areas under JFM. (i) In north 
Bengal plains and Daijeeling areas FPCs 
members are allowed te take intercrops but 
there is no provision for sharing of timber. 
However, 25 per cent of the net sate proceeds 
from firewood and poles are shared with the 
FPCs. (ii) In Sunderbans, the crop is to attain 
IS years of age before it is htfvested against 
10 years in other parts of the state [SPWD 
1993:113-32], This order also introduced 
the concept of joint membership for each 
household, ie, if husband becomes a 
member, wife autonutically becomes a 
member and either of the two can reiseaent 
the household. 

Thus, the strong political will of the slate 
government coupled with the supportive legal 
environment has succeeded considerably in 
making JFM a truly people’s forestry 
programme. 

West Bengal forests; In West Bengal, 
extenaivcdefotestaikm has taken piace'during 
the second half of the last century and first 
half of this •entuiy. So in 1989, of the total 
area of 89,000 sq km actual forest cover in 
the stoe was only 9.43 per cent of the entire 
area. In 1991 tidi figure recorded further 
decrease to 9.03 per cent of the total area 
of the state (PSI 1989, 1991], But in 1993 
forest cover in the state tnereased to 9.22 per 
cent of the total area [GoWB 1993], Forest 
statistics in 1994 lectifded 13.4 per cent of 
the total geographical area under forest 
(government defined forest atew) wheteai 
according 10 remote lensinf data (RSDjtMa 
percentage Is 14,97 [OoWB 1993]. The 
maximum area under foreit cover ia (bond 
in Jalpaiguii district (1,790aq km) white the 


TAMLBliFbaaRaiWaBTBBnu. MuOumx 
(1994) 


GeottapUcal ina 
Totw mcordad ftnat ana 
Actaal forest cover 
Percentete ncotded forest 
irea to geog ra phical nei 
(govt defined) 

Petcentage actual fonst 
cover to feognphical area 


88,752 iq Iciq 
JlJ79iqkin 
8,116 aq km 


13J8 


9.22* 
14.97* 
OJOl ha 
39 (7,054 km) 


Per capita foreeteiea 
Reterve farait (per cent) 

Frotecied fbreta total (per oeat)32 (3.772 aq km) 
Unclasied feteet (per cent) 9 (1,033 eq km) 
Demiiy 

>40percent 3362iqkin 

10 to 40 per cent 2,705 aq km 

Miagnive 2,119 tq km 

Nous; « actuals, • lemMc seaaiag data. 
Sources; Data coiiqnkd Cram Slate Report on 
WB Forest (1993), department of 
plaaiung and alstiatical odl. OoWB. 

Tabu 2; NuMan or FPCa PoaMBD IN west 
Bengal fyBAawBB) 


Year 

NoofPPCa 

Total Area (ha) 

1980 

8 

772 

1981 

13 

748 

1982 

16 

1292 

1983 

21 

1978 

1984 

37 

4096 

1985 

84 

11.7% 

1986 

lOS 

10.928 

1987 

282 

39,140 

1988 

386 

49J75 

1989 

241 

3737 

1990 

522 

69,442 

1991 

92 

9,049 

1992 

421 

27316 

1993 

188 

16,043 

1994 

322 

1,44,702 

Total 

2,745 

4,23,816 


Source: SPWD (1993: 142) aad OoWB (199.1. 
1994 aad l99Sy 

Tabu 3: DtaraicnnsB AMD DiviaKannaB Fobist 
Abba in WBst Bbnqal (Sq Km) 


Diatrici 

Diviaion Foceat Area 

Total 

DatjeeHog 

Kuneoflg 

338 



Darjeeliag 

310 



KaUnpoog 

336 

1204 

Jalpaigliri 

Jalpaiguti 

396 



Bum 

743 



Baikanthaper 

276 



Cooch Bebar 

375 

1790 

Cooch Bebar 

Cooch Bebar 

57 

57 

Bankura 

Bankura (N) 

735 



Bankura(S) 

747 

148: 

Midnapore 

Midnnpote (Bnat) 

815 

1709 

Midnnpote (Wcat) 894 

Burdwaii 

Bnrdwnn 

277 

277 

HoogWy 

Piu^ 

Burdwan 

Purelln 

3 

876 

3 

*76 

Birbfaiiai 

Bifbhnm 

139 

159 

Nadia 

NadUMntriudabad 13 

n 

Monhidibad Nadia MtnUdabad 1 

8 

Malda 

MaMaWDiaripre 20 

20 

Weal Dhuapor MaUa W Oiaadpnr 

II 

18 

IdPatgaiiaa 

24FBigaaan 

1678 


SwdcfbMt'nger 

2585 

4263 

EMonw PoMt 

Teto 



11.*79 

Stmret: Stale Report on Weei Bengal PW«n 
(1993:8). 






liiiwm ii noofdod in Hooghly diitrict 
iq km) (Tible 3). 

uriNMfi expertaneat had demoiutnted that 
h open coauminkaiion and co-operation 
ocal people it it pouiUe to ditmaiitle the 
Htioo of conflict between FD and com- 
nltiea. By 1989 when formal itaie 
emmeot Older wai iaaued,over U2,CI00 
ifforeit lamb were aheady being managed 
over 1,200 FPCi on voluntary basit 
iWB 1993:142]. The geometric rate of 
wth of PPCi between 1980 and 1995 
ecta the aipiration of fotcat communities 
Mve their rights over forests recognised 
ing this period of authority reallocation 
ble 2). By 1994, JFM had spread to 
3,816 ha of protected forest area with 
6,345 members in 2,745 FPCs [GoWB 
•3:32]. Out of this, 73 per cem of FPCs 
« in SWB alone. 

Status of JFM m SWB 

WB encompasses the districts of 
Inapore. Bankura aixl Purulia. Agio- 
ntiiully, the region mainly occupies red 
laterite soil zone, parts of it extending 
I coastal saline zme (parts of Midnapore) 
old alluvium zone (parts of Bankura and 
inapore). 

he sal ftnests of the area are tropical dry 
iduous sal forests. The major associates 
iai ate pcasal. mahua. kcndu, kusum, 
1 , challa, bd, semul, parashi, etc. The 
I forest area of SWB in the year 1991 
4,067 sq km which was 34.24 per cent 
he total forest area of the state [Onsus 
a 1991]. Comparison of forest cover in 
4 and 1984 manifests that in SWB it 
htly increased from 14.43 per cen* to 
14.94 per cent Though FD's data on 
at cover does not show any change in 
forest cover in the area in the fallowing 
t but RSD indicates an-increase from 
4 per cent to 17.96 per cent (in 1988) 
thMio I9.22percent(in l99l)(Table 4). 
increase in the forest cover is mostly 
ause of the regeneration of forests 
ed by forest protection by people and 
;ad of green cover through social 
atry. These forests have great economic 
ortance as they are in closer proximity 
he industrial Mt of West Bmgal and 
IT. These also play a protective role in 
nhed of Damodar and Subaranarekha 
n. 


SWB is the place where concept of PPM 
was innovaied through Aiabari experiment. 
Even the statistics on the distribution of 
FPCs shows clearly the maximum con¬ 
centration of FPCs (i e, of the total FPCs in 
WB) in 1993 in three distticts, namely, 
Bankura, Mufaiapme and Ptmilia, atl of which 
are located in SWB (Table 3). Within SWB, 
Bankura has the highest number of FPCs 
(38.69 per cem), followed by Midnapore 
(28.42 per cem) and Purulia (5.72 per cent). 
In contrast, outside SWB the highest number 
of FPCTs found are in the Birbhum district 
which is only 3.10 per cent of the total 
number in the state. 

Within SWB, forest cover u well as area 
under FPC protection has expanded in 
Bankura and Midnapore districts, but in 
contrast, it has shniiric in Purulia (Table 6). 


Area under ITC proteetkm hai de crea ied 
in Purulia radically from 38 J per cent to 
26.86 per cent whereas in Bankura and 
Midnapore there is nearly 1(X) per cent 
increase in the lize of prolemed areas under 
FPC’t protection. 

Hisroav op PotEsr Manaobsibnt 
IN South Benoal 

The territory under SWB was under 
Pathansupiothe 16(h century. In the Mughal 
period, the northern portion of this tract wu 
known as Damin-koh and the jungle portion 
as Jharkhand. Fbrest cover was extensive 
duringthe 16ihcentutyinspiteoftheconsunt 
warfare with the Pathans in this tract [Roy 
Choudhuiy 1964]. Maralhas swept this tract 
in the mid-18ih century and it Anally came 
under the British rule in 1760 when the 


Tablb 5: DmaiaimoN op FPCs in h* State (DiviSMNwise) 


i* 


Foresi 


Number 

Area 

Total Number 

Forest Land per 

Division 


of FPCs Protected (ha) 

of Membcn 

FPC Member 

BaikamlMpiir 


40 


5.434 

5.192 

1.05 

CoochBeliar 


60 


13,460 . 

6J204 

2.17 

Jalpaigiui 


46 


15,037 

10.877 

IJ8 

Bust Tiger Reserve 


22 


26,363 

3.064 

8.60 

Wild Ufe 1 


20 


1,380 

- 


Wild Ufe 11 


II 


7.000 

631 

11.09 

Kniseong 


10 


1.169 

848 

I..38 

Kalingpoog 


25 


6.515 

798 

8.16 

Daijeeling 


16 


2.647 

631 

4.19 

Baakura (N) 


609 


60.038 

60,027 

1.00 

Bankura (W) 


453 


43,281 

40,829 

IJ)6 

Midnapore (E) 


439 


79,464 

55.144 

1.44 

Midnapore (W) 


341 


50.616 

30,814 

1.64 

Purulia 


IS7 


23325 

17.316 

1 36 

Kangtabali 1 


IS4 


12,440 

13,714 

0.91 

Kangsakmi II 


200 


18344 


1.07 

BiiUium 


85 


7,070 

5,129 

1.38 

Buidwan 


42 


,3,000 

13.845 

1.08 

24 Paiganai 


IS 


34,837 

24303 

1.44 

Total 


2,745 

4.23,825 

3.06.545 

1.38 

Souree: Smtt Report 

onWBFnresHmS). 





Tabu 6 ; Abea and FPCs Covexace in SWB 








(5v km) 

District Ceograpbical 


Forest Area 

Area under FPC 


Area 


1989 

1995 

1989 

1995 

Bankura 

6.882 


1,397 

1.482 

493 

1.033.19 




(20) 

(21.53) 

(35.29) 

(69.72) 

Midnapore 

14,081 


1,701 

1.709 

673 

1300 



(12) 

(12.14) 

(39.5) 

(76.07) 

Purulia 

922 


922 

877 

385 

235 




(14.8) 

(14) 

(38.5) 

(26.86) 


Soift Plguiei ia brackets are perceauges. 

Sourre: K C Malhotra and M PoflMicriert 1989) and GoWB (1995) 


Table 4; PdaEsr Coves in South-West Bengal (Sq Km) 


rid 

1964 

1984 

1988 

1988 as Her RS Dma 

1991 

1991 as pel 

rRSDau 

Rd>L 

Percent 

ofRFL 

RcFL 

Pet Cem 
ofRFL 

RFL 

PerC^em 

OfRFL 

RFL 

Per Cem 
ofRFL 

RFL 

Per Cem 
ofRFL 

RFL 

ta'Ceai 

OfRFL 

UHl 

1383.68 


1482 

21..54 

1482 

21.54 

1696.81 

24.66 

1482 

21.53 

IIIS32 

26.3S 

■upon 

167334 


1709 

1214 

1709 

12.14 

2078.91 

14.76 

1709 

12.14 

2230.67 

15.84 

■Ua 

■66.00 


m 

14.00 

876 

14.00 

1114.07 

17.80 

876 

I4.IX) 

1158.56 

1S3I 

1 

3926.92 

14.43 

4067 

14.94 

4067 

14.94 

4889.79 

17.96 

4067 

14.94 

5204.45 

19.21 


»■' K C Roy Omudlwy (1964:1361: Suit ArporTM WBfomi (1984:12:199.5:8.10). 




> 


-.'V 


!■» IA ^ 



Brltistaeis ac^iiied the Dewani of Bengal. 
The fbfttU of the SWB were viewed aa 
uncultundtie waste prior to the advent of the 
British administration, with no possible 
source of fair income. Felling was restricted 
to removal of large trees and diffused 
collection of fuel to meet local demand only 
(Mitre 1964], In 1805, this territory along 
with the present Burdwan, Biibhum and 
Hooghly districts, merged into a new district 
called Junglcmahals. Before that, in 1793, 
the introduction of the permanent settlement 
in Bengal had transferred and placed forests 
in the hands of zamindars. Tax payable to 
the British goveminent was high which 
compelled zamindars and tenure holders to 
clean the forest lands and transform those 
into cul ti vating lands to satisfy the escalating 
demand of revenue since there was no 
opportunity to earn enough revenue from the 
sale of forest goods. This mode of 
deforestation continued for a long period 
The successive settlement survey reports 
beginning from 1850 recorded a large-scale 
deforestation for acquiring agricultural lands 
which were subsequently found to be yielding 
little [Mitra 1964:144], As a result, these 
maiginal lands were later abandoned and left 
as wastelands. 

Forest resources of this area became 
prornable after (be opening of Ajay-Sainthta 
and Sainthia-Tinapaluir railway line in 1860 
and the Kbaragporc-Gorooh railway branch 
line in 1902 to connect these three districts 
with the main line. Zamindars soon realised 
that forest was a profitable land-source, and 
investment in forest could bring larger return 
per acre than cultivation. Most of the 
zamindars of Junglemahal tenanted a large 
tract of the forests to their henchmen under 
Ghatwali tenure. Ghatwali was a untied, 
undefined and usually hereditary tenure 
which was originally granted in lieu of watch 
and ward duties of the hilly tracts (ghats). 
For gaining quick return most of these small 
tenants took up the sal cutting cycle of 4 to 
5 years under the coppice system against a 
MMinal rotation of 80 to 120 years Ptoy 
Choudhury 1964; 135]. It was reported in the 
West Bengal forest committee statistics in 
1939 that in Midnapore district about 3 per 
cent of the forests were managed with a 
rotation of S years, 70 per cent at 6 years, 
10 per cere at 8 to 10 years and 6 per cent 
«10 to 14 years. (Roy Choudhury: 133]. As 
a result, sal stumps lost their original vigour. 
Control of grazing and fire were also not 
attempted. All these succeedingly resulted 
in frequent exposure of loll and increasing 
soil erosion. This was the beginning of forest 
degradation on SWB. Noticing this constant 
degradation, the then government of Bengal 
appointed a forest commiitee in 1936 to 
asseu (he siiu^n (Mitra 1964:144]. Based 
on thisrepori important legiilteive measures 
were taken to arrest the degradation process. 


In 1945, the West Bengal private fnests 
act was passed (Mitra 1964:145]. Under this 
act. the managemett of private foresu was 
sought to be controlled through regular 
working plans (WPs) approved by the 
concerned divisional forest oflteets. These 
WPs proposed the following forests 
management principles which might be 
termed as scientific tnaiugement of forests: 
increase the rotation or cutting cycle to 10 
yews; controlling the grazing practioes and 
fire hazards; and undertaking afforestation 
in wastelands on a large scale. 

Toimplenwntthisactanewtbvision named 
West Bengal division was fonned in the 
southern circle in 1945 with headquarters at 
Midnapore [Roy Choudhury 1964:134], 
Later in 1947, Bankura forest division was 
created from this division. These two 
divisions were further divided into the curreitt 
six divisions. In 1948, WB private forest act 
was amended [Mitra 1964:45] 

Within a few years FD realised that mere 
supervision was not effective for scientific 
management of forests. In 1953. therefore, 
the government look a gutsy step by passing 
West Bengal estate acquisition act. Under 
this act, the government acquired all the 
private forests, either under zamindars or 
iracrmediarieslMitra 1964:135]. Thedislrict 
collector (DC) became the authority of the 
foresu. But from l954onwaidstheDCbegan 
to transfer these forests into the hands of the 
FD. To accomplish the extra duty of the FD, 
Midnapore division was bilforcated in 1954 
into Midnapore (east)and Midnapore (west) 
divisions. Later in 1956-57, after the 
integration of Punilia with West Bengal, the 
new Punilia division was added. 

Based on information from officials of 
Bankura (N) and Bankura (S) divisions, the 
later historical developments of forestry in 
SWB has been supplemented, in Bankura, 
administrative procedureoftandiransferfrom 
the DC to the FD. as a result of passing rtf 
West Bengal estate acquisition act, involved 
nearly six yean. During (his period. 1954- 
1961 it was not possible forthe DC to protect 
the forest as no staff was available for the 
purpose. On the other hand private owners 
no longer had the right of protection and the 
PD could not do their duty till the transfer 
proceu was completed. Thus, forests seemed 
to be the rz> man’s land and peqtle began 
exptoitingthe foresu badly and haphazardly. 
There was majordettniction anddegradatkm 
of forests in whole of SWB and In Bankura 
in particular during this period. 

SWB foresu were under great pressure 
again in the second half of 196Qi. Increasing 
population, and inflow of large-scale refugees 
ftdlowcd by the wars of 1965 and 1^1, 
exerted a g^ pressure on foresu. In West 
Bengal (Msdecade was known forthenuulite 
movement. The teftisl-lcdnaxslite movement 
aimed to establlsb decenlnllaed political 


te ili tutio n al the viHagt and dtetrict leveU 
The movemenf inerted people to fafcecontroj 
of the forest lands with a view to eiiftowet 
local people In forest management lbs other 
aim was to increase Inds under agriculture, 
especially thelands located betidesirriguion 
canab. At a result a total of I .S00-2M0 hy 
land were encroached during (Ms movement 
by local people in Bankura dittrict alone 
(unpublished record of Bankura (N) forest 
Avitkm). Simuhaneoutly this movemem 
created an awareness among people of their 
righu and to fight for the same. It had put 
forward a fonnidable question before the FD 
officials etdier to tiute forest rightt and 
power with the local people or face lesinonce 
and viedent consequence. 

Between 1951-52 and 1975-76 large areas 
of foresu in India were lost on account of 
different devek^mient purposes. Similarly, 
in SWB Hindustan Steel Project and 
DurgqxirgroupofindustiiesbnreiMd 10,000 
acres of forest lands in 1957. Another 10 to 


15,000 acres were lost to the Kangsabaii 
canal systems [Roy Qmidbuiy 1964:135]. 

Due to the decreasing iand-nun ratio in 
(ural India, more number of people became 
dependent upon fores (-resources for 
livelihood. Further, increasing urban 
industrial demand for wood and wood 
producu made the unholy alliances between 
contractor-staff (FD) and contractor-peoplr 
rampant. Incidences of illegal fdli^ and 
forest iooU became regular phenomena. The 
FD used to organise raids but was unable 
to restrict these illegal extraction beacause 
of inadequate staff. Each beat officer (BO) 
<m an average had to tnanage 20-2S sq km 
of foresu with hardly three or four forest 
guards. As reported by the senior forai 
offiriabofthel^.confionutiooandconflicu 
were so Intense that between 1967 and 1977. 


13 forest officials lost their lives fighting to 


Txste 7: TOflLwe OP FPCi PnaiMnaN 


Name of 

Yewof Yeatsof 

Year of 

FPC 

FonuniuB ftodartio 

Rcfhlmao 

Mayemachna 

1978 

18 

1994 

Poramouli 

1981 

14 

I99(» 

Kamaniaaga 

1914 

12 

1990 

Veduasol 

I98S 

II 

1990 

KjUDdcbpuf 

1984 

12 

1990 

Natenbaodh 

1918 

08 

1991 

TxataS 

: Emcr OF JFM ON StASotMi 


MwaATiON 



Name of the FPC RsrcofScasoealMiinitioo 


Befoft JFM After JFM 

Mayumachoa 

60 


47 

Ponmouli 

30 


Nil 

Kamardanga 

23 


II 

Veduasol 

30 


32 

Kamdchpur 

33 


20 

Natoriiai^ 

70 


20 

Abtr.-DaamiM 

-iaayesr3-4mmdhs. 



aefeod i» tetm from illegal extraction. 
Among them 12 were frxeat guardi and one 
wBf range officer. ThU was the turning point 
when foieat offidals reatised the need for 
an afreiTHlive cuttotfral approach and need 
for an alternative vision of forest 
management. They understood thm without 
shtfing reaponsibUities and power with the 
local coflunuiiltles it is virtually impossible 
to protect fbtesa and also to accon^lish their 
duties and responsibilities. It transformed 
the atdtnde of the FD staff to see forest along 
with forest dwellers, and not as a separate 
entity. And thus started the efforts to involve 
more and more people in forest protection 
activities Hie West Bengal subordinate forest 
service association was formed in 1979 with 
a minion to gain confidence and mobilise 
support of the local peqile. It had meetings 
in varioui comers of the state with the forest- 
based conumuiities and adhered to informal 
means of mobilisatjon such as ‘padyatras'. 
eco-devdopmetU camps and the likCL This 
shift in the attitude of the PD was in tune 
with the shift in political trends in the state. 
After coming to power in 1977, the 
communist government introduced 
decentralisation of power in favour of local 
people. Farther, the emergent problem of 
subtistence due to disappearance of forests 
made the local people amenable to extend 
their co-operation in forest protection. After 
learning from their own plight and en¬ 
couraged by the government's changed 
attitude, since early 1980s local communities 
in SWS took charge of management and 
protection of their jungles with informal 
support of the PD. Later during the next 10 
yean several government schemes, resolu¬ 
tions and orden were issued encouraging 
people’s participation in forest management 
which culminated in the passing of JFM 
resolutioabyGofaadbycheGoWBin 1990. 

The rising popularity of JFM is evident 
from the fact thM the number of registered 
FFCi in Bankura went up from 809 in 1994 
to 1,062 and 1,212 in 1993 and 1996, 
respectively [GoWB l99S;recatdofBankura 
forest (Nviaim). For the first time, since the 
co mm eaoetiientofJPM.onOctober 17.1996, 
the PD hsnded over to three FPCi their share 
of sale proceed! from the final harvest in a 
ftmetion ofganised in Bankura. At present 
sround 3 lakh people of 1,212 FI^ are 
actively Bsiodated with forest protection in 
Bankura diiticL Among these 13 FPCs are 
"«n*ged by women. 

MemoootxMY 

Participatory Rural Appraisal (PRA) 
*ochnk|ae has been used for empirically 
*lU(lyfaig the JFM practice s in SWB since 
PRA it an imenfiacipluiaiy and expiontoiy 
*iu(ly method relying on high use of 
community interaction and indigenous 
k*»wWte[SPWDnndGnJ«tFD 1992:31. 


In order to locate specific FPCs within a 
disirict where JFM is opetatioiul. following 
considetationt were trade: 

* to assess the impact of the programme 
over a period of time, it was sought to 
select sites with different periods of 
protection and stages of regeneration, 

* to observe the effectiveness of conflict 
resolution mechanisms, Mempt was made 
to select FPCs where the record of coni] ict 
is high; 

* to assess economic aspects of forest 
products, FPCs were chosen with a well 
defined community of users so that human 
use and pressure are easily quantified; 

* to observe the role of women in JFM and 
to evaluate the impact of benefits on 
women's life and livelihood it was sought 
to choose FPCs where women ate actively 
participating in tbe programme: 

* to study NGO's supjxHtive role in JFM, 
effort was made to choose FPCs where 
NGOs arc already active. 

It would be too naive to assume that all 
the above facton could be found with each 
of the FPCs. Hence FPCs which satisfied 
more than two or three factors were taken 
for the study. 

With the help of forest offidals fDI^ and 
AFO) of Bank lira f north) and Bankura (south) 
divisions, six FPCs were identified on the 
basis of the above said criteria as the case 
study units. Two of these FPCs, namely, 
Madia Kanukhpur and Natunbandh were 
located in Bankura (N) division and the test 
four, namely, Mayumachna Mahila FFC. 


POramouli, Kamardanga and VeduaaoL were 
located in Bankura (S) division. 

Time Line of FPCs Studied; All FPCs, 
except Mayumachna, were formed in the 
mid-1980s. In Mayumachna village forest 
protection had started as early as in 1978 
but It was registered as FPC only in 1994 
(Table 7). 

Analysis of community and forest history 
of the six FPCs reveals almost a similar 
background of FPC formation in ail (he case 
study sample villages. From 1960 onward 
till next one and a half decade, fotesu were 
mishandled and misused by the tprawling 
niral populiUion because of lackof awveneu 
In addition, loot (protected by the sample 
FPCs) by outsiders for commercial interests 


Table 11 : FObest DErcNDENce or Womn 
IN SWB 


Classified Items of NTFFs 

Female 

Male 

Food (fruits, flowers, 
mushrooms, etc) 

37 

7 

Fodder 

3 

3 

Fuelwood 

38 

4 

Construction matetUls 

2 

2 

Religtotu 

4 

I 

Omamenlal 

2 

0 

Mcdi -inal 

5 

14 

Mine, household articles 

3 

0 


Note; Number of ipeciri 

- collected excluMvcly by womea 71 

- coliecLcd exclusively by men 23 

• collected by both 10 

Source; SPWD (1992; 33). 


Table 9: Sibuctuse a.nd HmenoN ooTiie PPT Smooi 


FPC 


Perceniuge 
of Women 


Sex 

Compositioe 


Tenure 

ilEC 


Mode of 
Election 


CB 

Meetings 


EC 

Meetings 



in GB 

M 

of EC 
F 

-r 



No per 
Year 

No per 
MoMh 

Mayuniachnt 

ion 

- 

6 

6 

Not fixed 

Popular volet 

1 

- • a--a 

rrCCQ OHM 

Poratnouli 

ion 

4 

2 

6 

Not fixed 

Popular votes 

12 

Need baaed 

Kamardanga 

100 

4 

2 

6 

Not fixed 

Popular votes 

12 

4 

Veduosol 

too 

4 

2 

6 

Nor fixed 

Popular votes 

12 

2 

Kamdebpur 

100 

6 

- 

6 

Not fixed 

Popular voles 

12 

2 

Nalunbatidh 

too 

5 

1 

6 

1 Year 

Secret voles 

12 

1 

Table 10; Econobuc Bemotts Recbvec »y FPCs 

FPC 


No of Families 

Total Income 

Average 

Typeiof 







ILast year) 

Moiuhly 

Activities 







(in Rupees) 

Income 




FC 

SC 

ST 

T 


(in Rupees) 



Ponmouli 

X 

17 

01 

18 

1,730 

138 

.Sal plate 


Kamardanga 

X 

3 

17 

20 

3,300 

275 

Sol plate firewood 


X 

2 

1.1 

17 

2,400 

200 

Fiiewood 


Veduasol 

X 

X 

42 

42 

1,630 

135 

NTFPi, aod harvestaueo 


X 

X 

5 

5 

4.030 

335 

NTFP, hofveitatiao and 








sal plate 

• 

Kamdebpur 

X 

30 

X 

30 

624.3 

520 

NTFP.itlpfate.aMl 








harvestatiao 


I.W 

X 

X 

133 

34,3 

45 

harvetwioo 

Natunbandh 

X 

X 

14 

14 

8,340 

69.3 

NTFP, aal plate, and 








hwautioa 

Maywaachna 



NA 


NA 
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fuither degmied ud almoM denuded, the 
local foreits. In placei like Porainouli. 
Kamdebpur and Nahmbancfii, only Ml ttumpi 
were left behind. By the end of I970i, 
degiadatioa reached such a point that forett 
patches were unaUe to satisfy any of the 
local needs, for example, food, fuel, fodder, 
ftm imfdeinents, etc. Hk need for forest 
protection was immensely fell by the people. 
At the same time the FD rcsdised the limitation 
of custodial forest management practice and 
so it felt the need to involve local people in 
fbiettprotection.Asaicsult,fbiestprot^on 
started after a discussion with the forest staff 
of the local beat or range office in all case 
study PPCs, except Mayurnachna. In 
Mayumachna initially villagers themselves 
started voluntarily protecting the forest and 
came in contact with FD only after a mi^ 
loot of acyacent forest i n 1984. The protection 
record shows that except Mayurnachna FPC, 
all others had started proiectioa voluntarily 
after experiencing forest loots and scarcity 
of forest produces, much before the GoWB 
introduced the JFM scheme. 

Another noteworthy observation common 
to all the FPCs studied, is the significam dec¬ 
line in the seasonal outmigration of the villa¬ 
gers (Table 8). It cleariy entails the growing 
income generation opportunities provided 
by the JFM to the villagers. It is alsoindicative 
of the fact that forest in this region makes 
vital pan of the life supportive system. 

SraucTUM AND Function op the Pits 

According to the JFM resolutitm 1990 of 
GoWB, FPCs at the village level share the 
responsibilities of protection and n^enera- 
tion of forests with the FD. Husband and 
wife in every family of the village are 
members of the genoral body (GB). Each 
FPC has an executive committee (BC) to 
cany out the activities. The conqKisition of 
the EC (by-law) is as follows: (1 > Giainnan 
of the panchayat samiti or his nominee 
from Bon-O-Bhumi SanskarSthayee Samiti. 
(2) gram panchayat pradhan or his nominee 
f^rom the local gram panchayat, (3) A 
maximum of six elected representmives of 
the beneficiaries and (4) Ckmcerned beat 
oflicer as member secretary. 

In spite of the general body (GB), it is the 
EC which is the de facto pnrgnmme execu¬ 
tive body. Since most of the FPCs studied, 
like other FPCs of the region, do not have 
fixed (emues for their BCs, it would be better 
to do so to strengthen the organisations 
(Tifale 9). However, the frequency of OB 
and BC meetings and the mo^ of choosing 
EC members in the FPCs reflect the strong 
democratic nature of these gnus roots 
organisations and the spirit of popular 
participation. ToguardtheirrespectivefoRit 
patdies, men and women cany on patrolling 
activities on rotation hssis. After several 
yuan of day md rtight patrolling, forest hMti 


and mass illegal Idlings have become almost 
unknown to the region. This is s notioeable 
phenomenon. As the psttid p stionoffarwitd 
castes (paiticularly women) in protection 
activities is non-existem. their shiue in the 
NTFPCs from the forest is also negligible. 

Not surprisingly, execution of JFM sdieme 
through grass roots organisations is not free 
of conflict. Inter-villageconfUctsareinsharp 
decline os most of the villages in the vicinity 
of the forests have their own FPCs and have 
acquired the right to protect a patch that 
meca their forest basd needs. But intra- 
village conflicts are still rampant, but these 
do not threaten the system as these are minor 
conflicts sotted out locally with the inter¬ 
vention of the EC- Handling minor offences 
are in fact part of the FPC activities, impo¬ 
sition of somewhat heavier fines being 
found ineffective. But lighter flnes coupled 
with public denouncement is found to be a 
more effective method of controlling 
minor offences. Only the women FPC in 
Mayurnachna tribal village has been found 
to be the most Inactive one. The frequencies 
of GB and EC meetings of tins FPC are the 
lowest and no harvesting has bdcei) place yet 
(Table 9). Also the gram panchayat which 
includes this FPC was foi^ to be inactive 
to support and sustain the FPC activities. 


Slaoe tiie FPC happens to be heeded and 
rep r esen ted by women, it could be one of 
the reasons fiv diB inactivaiess of the nc. 
The other leaioas ate the meagre Utency 
rate in the vlUage end the existing social 
betrien to women in nird areas. Nevothdess. 
the womenfolk of Mayumachna FPC have 
made a commendable achievement by 
eucoeufiilly reeisting the pressure from 
village you^ to clear a good portion of the 
forest lands for agricultural purposes. 
Ponmouli and Kantdebpur are multicaste 
villages dominated by forwmd castes (PCs). 
Gender rigidily in the village is obvious 
among the PCs where women never 
pattidpaled in the FPC activities in contrast 
to the villages dominated by tribal and SC 
population where womenfolk are great 
enthusiastt in JFM activities. However, this 
discrimination is more apparent tiian real, 
for. the PC households are not dependent 
upon the forest produce for their subsistence 
needs except for ftidwood, as these are 
landholding households with uiban sources 
of income too. 

Economics Asners OF JFM 

As far as the subsistence of the villagers 
during the last one year is concerned, the 
FPCs can be divided into two groups - 
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(i) wban liiB miin miroe of income for 
bmwfllrrtlih it activity other than foieitry 
ind(ti) where a nlmantlal portion of ttie 
income for majority of the househoids 
come* from the forest*. Examination of 
touree of eanings (how thm M^nunachna, 
Poramouli and Kamaidanga FPCs belong to 
(be flnt grtMp while Veduaiol, Kamdebpur 
and Natunba^ PPCi belong to the second 
gioap. In both the categories of the FPCs 
on forest for subsistence in¬ 
volve pnxhKU such as fiielwood, fodder, 
wood for agricultural imptemenu and 
house construction, etc. In the prevailing 
pattern of eneigy consumption, people in 
these FPCs depend on routine collection of 
dried twip and leaves for fiiet. Since the FC 
households are the nugor landholders and 
maintain more cattle for agricultural pur¬ 
poses. their demand for fodder is obviously 
hitler than the rest. 

The SC and ST households also keep cattle, 
goati, sheep but their numbers are far lesser. 
Thus, as life supporting system, forest is 
equally ImportaM to PC and SCVST popu¬ 
lation. But the FC population is hardJy 
dependent upon other forest produces for 
subsistence like the other castes (Table 10). 
In Mayumachna there is no sale of forest 
produM for lubstistence needs as agri¬ 
culture ii the main source of livelihood. 
There ia a limited scope of earning from the 
forest as it it mainly plantation forest, but 
at the same lime it is also true that villagers 
are neither aware nor motivated to exploit 
the available forest produces for cash 
earning. 

In Poramouli the few SC and ST families 
cam iirom the tale of non-wood forest pro¬ 
duces (NWFP) like sal plates and sal leaves 
though the earnings are small. ItwasRs 138 
per household last year. The SC and ST 
households in Kamardaitga earned a little 
more than that of Poramouli, an average of 
Rs 275 from forest-baaed activities. 

Veduatol and Natuiibandh, on the other 
hand, aretfae villages where people are mostly 
dependent on forest The seasonal calendan 
of theae villages show that for more than six 
months in a year villagers are engaged in 
various types of forest-based activities. 
Kamdebpur it a village where majority 
Ixmieholda own lands, but the SC house¬ 
holds, which are a minority, visit the forest 
■eguliily foradditional income. In the villages 
*ti>died the highest annual earning per 
IsMsehold from forest produce is Rs 8340 
In NtfunbantOi and the lowest is Rs 1,750 
; in Poramouli CMile 10). 

'Hius, the lev^ of eoanomic benefits to 
•he vHlagar* ihow* that onfy the SC and ST 
famOietaRgicatlydependenionforesifar 
'•■hiiitence.Tnie that the PC households in 
study villages are dependent on forest 
I*whicn but not for subriiience. A wide 

''viatioa la Inoomet is also recorded among 


the csK study villages for utilising forests 
for economic benefits. The wide gap between 
the incomes of Natunbandb and other low 
earning villages may be explained by 
following reatons; 

* In Naiunbamfl) forest area available per 
family is the highest, i e, 6.04 ha Whereas 
the average forest area available in other 
case study villages is 2.66 ha. The 
community forest management history 
revealed that compared to other FPCs like 
Mayumachna, Poramouli and Kamdebpur, 
mass forest loots were unknown to 
Naunbandh. Also, the density of forest 
is quite high in Natunbandh. 

* Compared to other villages the scope for 
income from other sources like agriculture 
is the least in Naunbandh. The number 
of landless families is found to be the 
maximum in Natunbaixih. 

The period of employment generation 
through NTFPs ranged brtween two months 
(in Poramouli) to 10 months (in Veduasol, 
Kamdebpur and Natunbandh). Considering 
the amount of average monthly income from 
NTFPs, it cannot be said tha NTFPs could 
become the main source of income fur these 
families, as it is essentially a supplementary 
income. 

While reviewing the benefit sharing 
system, a number of equity issues emerged. 
The multiple products from legeneraed sal 
forests do not come through a single harvesk 
The forest is continuously or seasonally 
exploited by the members. It has been 
observed during the field study discussions 
that low income hou.sebolds with low 
opportunity costs are gaining additional 
benefits from forests due to their ability to 
invest more time and labour in forest 
exploitation. On the other hand, due to the 
low investment costs in regenetaing natural 
sal forests, the FD decided not to ask for a 
share in the revenues generated from these 
products. Consequently, this system appears 
to be disproportionately benefiting low 
income families. At the same time there 
arises the question that whether a village 
school teacher or employed persons with 
assured salary from the suie exchequer and 
perhaps some lands, is an ecosystem person 
or a rural omnivore. 

Equity question also arises in terms of 
inter-village sharing of benefits. The FD, at 


present focuses its attention on communitiea 
adjacent to the forest patches. Even among 
this category of villa^, the areas of forest 
under proteUion of a FPC vary to a great 
extent. The standard deviation of the meui 
area of protection for the six FPCs studied 
IS 1.99. In this regioii the FD has attenqited 
to increase equity by amalgamating small 
FPCs into larger groups, so that total forest 
income can be divided evenly. However.the 
distributive mechanisms should respmd to 
equity objective considering the diverse 
ecological and socio-economic conditions. 

The other issue of equity i s gender-relrted. 
Since rural women are found to be more 
embedded in nature and eco-feminism has 
projected nature's inherent feminine (Kin- 
ciplcii, the gender issue has become more 
pertinent in the practiccof JFM. This invoked 
the enquiry into (he involvement of women 
in JFM. Involvement of women in forestry 
in West Bengal is not very much different 
from that in other parts of the country: 
gathering of NTFPs involves a pngxntion 
of three females for every male: consump¬ 
tion of NTFPs in the hwsehold it equid 
between the rexes: processing of NTFPs is 
exclusi vely done by the females: in matkering 
NTFP^. for every two females one male is 
involved. 

Thus, the above observations estabHth that: 
women are more prudent forest resource 
us«ts: womenrole and contribution to sub¬ 
sistence is more than that of men in forest- 
based economy: and eBects of forest degra¬ 
dation is felt more by women, because de¬ 
forestation calls for spending more ome and 
effort incollectingi'uelandfodder. This, in nitn 
affects titime, cnagy and efficiency availa- 
I'Je for other activities of the women folk. 

On the contrary, there are also examples 
of villages like Brindabanpur and Tribanko 
in Bankura district where forest protec¬ 
tion is carried out successfully by women 
FPCs, in spite of the fact that men in the 

TAaLsl3; Chanoe nr Annual IkMKaxTws 
(in OIrint) 


District 

I9g9 

1990 

1991 


M«j- Mini- 
mam mum 

Maxi- Muii- Maxi-Mai' 
mum mom mum maa 

Bankuia 

42 18 

37 13 

39 07 


Stiuice- State Report on West Bengal (VMM 
(1995.6). 


Tame 13. PsaravEO EmooirAL BEieris 


FPCs 

Anestiag 

Soil Erouon 

Rainfall 

Tempciaiure 

WildUfe 

Renun 

Msyumachna 

Improved 

Increased 

Decieaied 

Birds 

Ponmnuli 

Improved 

Increased 

Decreased 

Birds, Etepharm. 

Kitnardanfa 

Improved 

Increased 

Decreaied 

Birds, EtejdMMa. 
Rabbin 

Veduasol 

Improved 

Increased 

Decreased 

Bifdt.E1iT>il. 

Kamdebpw 

Improved 

Increased 

NotFeh 

Biidt,haeodu 

EkfAwi 

NMunbaatni 

Not Fc>' 

Increivcd 

Decreared 

Birds, EtepbaM 
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same vUbigtes had failed to do so earlier. 
Women in iheM two villages have oontri* 
bated signiflcantly towards the income of 
their families from forest produces 
[Chalteqee 1995:43*54]. But them am rate 
instances. Also the monitoring report of 
West Bengal state FD (1993) records that 
women’s participation has not been up to 
the marie. 

As far as the FD's relationship with local 
communities is concerned, which is a pre¬ 
requisite for launching and sustaining a 
programme like JFM, it is better than ever 
before. In this context, reputation of some 
concerned forest officers like A K Baneijee 
and S Palit is noteworthy. The FD has to 
make the people feel ti me and again that they 
are equal partners in the affairs of forest 
protection. Fbrexample, in the Vedusol PPC, 
after the first harvest of the sal forest in 1995 
the FPC members were waiting to receive 
theirshareof 25 per cent of the harvest which 
was approximately Rs 6,000 per household. 
Similarty, inKamdebpurFPCin 1995during 
the first felling after launching of JFM, wood 
logs were taken to forest development 
corporation for auctioning purpose but the 
local FPC memben are in darkness about 
the auctioning and its price. For this villagers 
relied fully on the concerned forest officials. 
Such irre^arities and unilateral decisions 
of the FD alienates the people from their 
responsibilities and at the same time it makes 
one partner in JFM more than equal. This 
may defeat the very purpose and kill the basis 
of JFM. So the communities must always be 
associated in almost all the decisions about 
JFM activities be it a policy matter or matter 
related to marketing. 

Ecolocical PnacEPTfON of FPCs MEMseas 
During the field studies vi Uagers enthusia¬ 
stically repotted on the observable changes 
in the physical environment of the region. 
This ttipplemenis the fact that JFM has been 
successful in protecting and developing the 
overall environment of the areas. Com¬ 
munities' categorical responses on toil 
eronoa, rainfall, temperature and wildlife 
can be understood from Table 12. Local 
people have themselves observed imptove- 
mem in soil preservation, rainfall as well as 
temperature. State report on West Bengal 
forests Gonoborates the peiceived ecological 
benefits expressed by the people, increase 
in rainfall and consistent decline in 
temperature in the diwict Batikun has 
been dearly recorded. Against the normal 
rainfail (average of 30 yean) of 1,271 mm, 
the rainftll recorded in year. 1993 and 1994 
have been 1,569 mm and 1,459 mm 
teapectiveiy (OoWB 1995:5]. Similar is the 
observation on temperature in Bankura 
district (Table 13). 

The experience of I\iramauli entaiU the 
reappearance of many plant speciet of 


medicinal vdue. Latui is one of them wMch 
serves as an ntidote to MUdte bile. Along 
with reapp ea ra n ce of plant apedea which 
weteconiideiedasextindinthearea,wikflife 
is also gradually r^venatiiig. Nundwr of 
FPCs reported the exdtement of people to 
dte elephants in their protected patches. 

Inteufacb with OTHsa iNsnnrnoNS 

Forest protection in these villages it not 
an isolat^ phenomenon, rather it is part of 
a social milieu. Therefore, the success of 
JFM depends upon the social miiieu in which 
it is being car^ oirt. 

Poliikalpartiesaiut FPCs: Political parties 
active i n tiiM areas are not much co-operative 
and receptive to the JFM programme. It is 
often found that poiittcal patties have too 
large a goal to achieve than to get tied down 
to such micro-level issues of develoimtent 
Moreover political patties do not like to be 
partisan in local conf] icting issues that divide 
small communities across their narrow 
interests, in a few case study villages the 
movement for sepatdc Jhaifchuid stale was 
already in currency. In these villages parties 
usually do not intervene in cases of minor 
oflcnccs like illegal felling. Some patty 
workers reported informally and frankly that 
they do not intend to antagonise the villagers 
for petty reasons but intend to centre their 
struggle for separate Jhaikhand state mainly 
against the state. 

NGO and FPCs: JFM is nol merely a 
question of ecology and environment. It is 
equally related to recognition of livelihood 
and liberty of the forest dwellers bccwise 
forest is inlegrai part of their socio-cultural 
and economic existence. For government it 
sounds impossible to ensure these because 
of its inadequate staff and lack of motivation 
in the staff. Political parties also have many 
other preoccupations. In such a situation a 
voluntary agency committed to people's 
cause and development at micio-level can 
smoothen the future of JFM. Pew NGOs in 
this area are working for this purpose. 
Recemly,Bankura(N) forest divisiandecided 
to involve IBRAD, an N(X>, for resolving 
conflicts in two FPCs of the north division. 
Entry of NOOs would olsa help villagen in 
supplementing their income at it was found 
during ihe field study that people in 
Kamanunga have been benefited in various 
ways by an NGO woikiiig in that village. 
Ramakrishna Mission Lokatiktha Parithad 
(RMLP), an NGO, ha started working with 
the Kanurdanga village very recently. TMi 
ii the onty NGO act! ve in this whole legkm. 
Apart from spreadhyecologicai twaranea 
among the vUhtgen, it mainly hdps and 
guides the villagen in Income genention 
activities, like conducting a workshop on 
poultry impmvemeni icheme, imparting 
training on fishery and imroduc to giinproved 
genetic variety onivcalocks.Althi)iigh RMLP 


V ill JBlIM fnWIInall IBS MMnoqi 

in ihn aiea am gemiane for a wMnr Rile It 
be played by NOOa. 

(iiven the earlier property right of the 

government over the foii^ it bad amumed 

the re^ionsibility to pre a erve and adopt 
planned exploitation of forests. But the high 
potential for benefits iiroro foreet produces 
and political reesotis made governments opt 
for developmental use of forests. The Ustoiy 
of governments' faihuet in preserving the 
forests matledevelop m eot a l uieoftbe forest] 
a preferred option. But withthenon-sustain- 
aMIity of both, a third alternative of‘develop¬ 
ment with (Heservation’ by involving Uk 
local communities has ben engendered 
Although JFM is a move in the direction of 
participatory developnett in India, it has to 
go a long way since a true paiticipatoiy 
development demandi a synunetrical rela¬ 
tionship between the government and the 
local institutions. But the JFM lesohition 
assumes that people's participation and 
creation of grass roots levd people’s institu¬ 
tions can be achieved fhiou^ executive fiat. 
As in many states like West Bengal, the state 
govemme^FD does not concede any legal 
status to the FPCs. retains the light to dissolve 
the FP(3s and appn^ates a lion's share of 
the forest produce. Fkirtlier, mairaaiiiing biter- 
village equity in the apportionment of forest 
land, m^ng the forest-based needs of 
adjaceffi non-FPC villagers, and exploration 
of the commercial potential of the NTFFi 
will also determine the fiitute of JFM in Imhi 
bi general and We« Benpt in particular. 
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From Financial Repression to Financial Crash? 

Rapid financial opening entails extreme policy diicipline — something 
which may not be possible in the current uncertain Indian political 
set-up. An evaluation of the policy recommendations of the Committee 
on Capital Account Conveitibility(CAC) in the current Indian context 
indicates the urgent need to slow down the pace of CAC as well as to 
recompute (he preconditions for CAC before we end up as one 
more casualty of the currency crisis. 3261 

Politics of Industrial Location 

A serious gap in the Indian planning process, as exemplified by a case 
study of the steel plant proposed to be set up in underdeveloped Orissa 
in the Fourth Plan, has been the lack of a clear perspective on 
industrial dispersal through public sector investment This has provided 
enough scope for regional political groups to exert pressure on the 
central government to ‘accommodate’ their interests, in the process both 
marginalising the valid demands of underdeveloped states a^ 
undermining techno-economic criteria for location of industries. 3268 

Politics, Institutions and Poverty 

Poverty is primarily a political issue, caused and maintained by factors 
of a macro nature and by institutions which function in a specific 
political environment. A study of Karachi in Pakistan throws on 
how institutions have been affected by the often violent politics of the 
city and the impact of this on poverty, the rule of less formalised 
politics and institutions, particularly NGOs, and future strategies for 
poverty alleviation within the context of political and institutional 
developments in the city. 3282 


River of Sorrow 

Hundreds of people came to watch the 
funeral, on (he banks of the tiw. Sane, 
of the victims of the worst massacre 
in the history of Bihar. Millions otheis 
watch them die every day - the dalits, 
the oppressed and the marginalised 
people of the other India who hardly 
live even when alive. 3242 


Disenfhmchised 

The disproportionately large size of 
the electorate in several constituencies, 
particularly in the urban areas, it the 
price paid for the fieeze on deiimiution 
of Lok Sabha constituencies. 3275 


Peril of Tourism 

While people's orgamtationt are 
mobilising to prevent further degradation 
of Goa’s nauual resources, the tourism 
industry in alliance with politicians is 
exploring new ways of making 
available more and more of Goa's 
hinlerluid to foreign tourists. 32S3 


Unflnislied Task 

The National Litermy Mistioa't total 
litetacy campaign has created among 
the neoditente adulu a keen demand 
for primaiy education for their childreii, 
indu^ girk which Rtniins unlUfaied 
to the abrenre of any initiaive uwsrdi 
universal demeniaty education. 3246 


High Cost, liOW Core 

There is a growing trend of 
introduction of cosily new drags of 
doubtful therap^c efficiency after 
inadequa te clinical trials. 3251 


Disunited Dalits 

The disunity among dalits on various 
frorts is proving to be a nagor taade 
in voicing their protest against the 
ongoing privatisation of the 
and ihe Htodutsaiicn of the 


Outdated Model 

Much of the contenqxicaiy ditcussion 
on fmest communities is premiaed 
on an external and sradc relalionship 
hcSwemtheMtoe-cum- in d u tor ia l-uifawh 
Gotmtex aid ttese oammatoies. 32M 


Science and Society 

Geoir Wald, the Nobd Prize 
winning physiologist who died 
earlier this yew, belonged to the 
class of scieatitts for whom scieBM 
and society are bound in one 


Ruble Rciona 


Russia’s nan-ftinclioiiiiig toduary 
and maUunctioiiing economy an 
unhkely to be set right by Yelltoa’s 
decision to devalue the lubte. 3181 










LETTERS TO EDITOR 


Importance of Legal 
Education 

MADHA V GODB(X£’s article on ‘Holier 
Education and Subsidy Culture' (November 
29)doubtless raues a very important question, 
but unfortunately in a wrong context. The 
Supreme Courtoflndiadecided some months 
ago that the law colleges should receive 
grant-in-aid on a par with colleges of other 
faculties such as arts, science, commerce, 
medicine, engineeiiog, etc. Exclusion of the 
law faculty from the grant-in-aid scheme was 
discriminatory and did great harm to the 
study of law. llT total allocation for higher 
education is to be reduced, the reduction 
should apply to all the faculties and not only 
to the law faculty. Unfortunately, well- 
intentioned persons likeGodbolehave raised 
questions of excessive allocation of funds to 
higher education only when the question of 
grant-in-aid to the law colleges was raised. 
Godbole knows that any attempt to cut 
subsidies to the other faculties would evoke 
the anger of the teaching ami non-teaching 
enq^yees emfdoyed in those faculties, and 
no government can afford to take them tm. 
Since no significant cuts can be made in the 
allocation for higher education, in view of 
this, why should the axe fall only on 1^ 
education? 

It is a hangover of colonial rule that legal 
education was neglected and kept 
substandard. There is now awareness that 
serious study and research in law is vital to 
democracy as well as to development. 
Therefore, the Natkmal Law School was set 
up in Bangalore by the Bar Council of India 
TnisL The government of Karnataka has 
given substantial help to that law school. At 
the iiupirition of the present chief justice, 
justice J S Verma, tte Madhya Pradesh 
government has also decided to set up a 
national law institute at Bhopal on the lines 
of the National Law Schocd at Bangalore. 
Legal education requires to be strengthened 
not only to produce good lawyers and^idges 
but also to produce good jurists who crui 
foresee legal reforms of the future. Gttdbole 
admiu that law. order and justice are the 
primary responsibUities of the stale. He also 
obterves that hBgeatrearsofcases arependtng 
inourcoufts,and then says that infnMnictiire 
for the couits is too inadequate to cope with 
aihniiiiiiteiing speedy juitice.huuiiifHtu&sie 


that he does not eoitikler legid edBaiion at 
an important aspect of the iflfiraiiructufB fior 
justice. 


Pune 


S P Saths 


Mother Teresa 


VUAY PRASAO (November 8-14) seems 
to forget that Marx did not believe that the 
capitalisu were responsible for bringing 
about a capitalistic economic order. They 
too, like the wotken, were caught in the 
system. And if the responsibility does not 
lie with them the question of 'bourgeois 
guilt' does not arise, in point of fact, the 
concept of collective guilt nudees no sense. 
Ifthewriter'slogicisaccepted all the Hindus 
will be held guilty for the demolition of 
Babri masjid. And, milling the focus of the 
mirror on the Marxist world, all the 
communistB will have to accept tbeir guilt 
for the crimes committed by Stalin. Quilt, 
shame and responsibility lose their meaniog 
when they are transferred from theindividual 
to inqietsonal things likedass or institution. 

Maixism does not provide a helpftil tool 
for the understanding of a religious 
personality or phenomcnoa Mather Teresa 
only did what she was ordered to do by 
Jesus. Moved by compassion, she served the 
poorest of the poor. She was neitber a 



nformw Bor ■ lewetatfoniy, atm bei^ 
did not cere to dudlenge the foiceti^ 
prodnoeandma to t a i a pover ty . Ifshebelie\(^ 

dui poverty wm'benutiftd'.ahealtobelieni 
in the ugUneaa of aflhMooe. Thus to ^ 
her of bdiif in league with the bourgecia 

to petpeiiiate poverty is poindeas. But |i; 
JefUiti, aa they potaeaa the ideologic: 
‘aixth aeoae'aiequicktoifiacoveraRii^ 
Chat doea not exiit. Ideology protmi 
them from leeing their own contradicticgi 
Thua, for them, religion is responsible 
both - bourgeois affluence and ptoleuna 
poverty. 

The writer wants us againsi delinku 
Calcutuftoffl its historical past whidiunfoi: 

the story of its Imig sutijection under it 
cruel rule of capital both national m 

international Cutofffroro its histotyCaloa 

sinks into the daik world of myths, aodi 
opens up the possibility of a saim to cm 
iu boundaries. But the fact is that the u 
of Calcutta has always remained opeoi 
receive both the saints and the siniiers.Htst[i 
and myth are inevitably mixed up. Theyl 
not contradict each other, but together ik 
provide an identity for Calcutta. The of 
does not require a Marxist rescuer u 
knows that against the odds ctf life, stnig 
is the only valid response. 
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Opening the Pandora’s Box 


'F doctors are allowed to charge patients at will then why 
.shouldn't schools seek donations or long-term deposits 
xm parents of pre-schoolers? If parents are willing to pay 
X ‘quality’ education why should they be deprived of the 
rivilege? Such is the nature of the debate prompted by the 
assing of the Maharashtra Pre-I*rimary Centres Admission 
.ct, 1996. The state government did not probably envisage 
lat the act would prompt such widespread opposition from 
nvate schools. the other hand, it is clear that private 
;hools had not envisaged that any government would dare 
jactinsodecisiveamannerto ‘interfere’ with their admission 
rocedures. 

Whatever the standpoint, political, educational or social, 
ie Maharashtra act is a bold step. It not only bans 
:hools from accepting donations or long-term deposits 
om pre-primary students, but also prescribes that interviews 
f children should not be a part of the admission procedure 
t that level. Further, it recommends that schools should 
ive admission to children of the locality, making proximity 
1 the school a high and even the only criterion for Emission. 
I response, some schools have ch^n to threaten to close 
own their primary sections, while others represented by the 
fahamumbai Shikshan Sanstha Sanghatana, an associa- 
on of private schools, have called for ‘liberalisation’ so that 
:hools may be openly allowed to generate resources, 
ome others who may not seek donations arc unhappy about 
ie ncighbouihood rule. 

On the face of it, the act embodies the recommendations 
f several education committees. There is no denying that 
onations at thepre-primary level and the admission procedures 
fiich include interviews and tests administered to two-and- 
-half year-olds are putting enormous pressure on the middle 
lass and sections of the less well-off who aspire to educate 
'Kir children. A consequence of this is the widiupr^ tuition 
stem for training pre-schoolers for school interviews. This 
especially true in areas such as the proliferating suburbs 
f Mumbai. Unfortunately, while the state aids secondary 
Ideation, pre-primary education is not so supported. Schools 
Bve always h^ to generate funds by charging fees at that 
vel. Intttvstingly, in Maharashtra secondary education for 
ds is entirely free. This of course is obtaiiuible only in the 
fed Khools. 

'tissue of‘quality’education at a price mainly arose with 
* ^wth of private schools, which came up in the absence 
^ded scho^ especially in the suburbs. Although today 
’•'y of these schools complain about lack of support from 
‘ state, many have spumed state aid because of the 
onditiotii’ attached to them which include minimum 


qualifications and salary norms for teachers, curriculum and 
examination norms, etc. And as for quality, it would be 
difficult to prove that a school seeking donatioiu and using 
‘sophisticated’ selection procedures necessarily |Hoduces a 
superior student, whatever the definition of such a student 
be. Moreover, it is patently a fact that such selection procedures 
more or less entirely eliminate students from the poorer 
classes. In short then the ire against the new act is not so 
much about curbs on schools’ autonomy, but more a strong 
reaction to protect territories fix the elite. 

At the same time, it is, to say the least, naive on the pan 
of the state government to pass such an act without adequately 
strengthening the state-aided school system, including the 
mu.nicipal schools. This would involve not only bettn 
benches and class rooms and better teachers but also 
better support systems and more funds. Equally importantly, 
there is need to expand opponunities for students of 
these schools including the creation of pathways for 
upward social mobility, which is after all what is being 
sought by sending children at enormous cost and sacrifice 
to elite, so-called ‘quality’ schods. 

In the absence of such committedness and wide-ranging 
reform of the school structure in the slate, acts such as this 
or the earlier attempt, sincere no doubt, of lightening the 
burden of the primary schooler by revising the school syllabi 
rather haphazardly, and revamping teaching methods can 
neither be sustained nor will they have any long-term effect 

It would of course be easy to dismiss references to the lack 
of monitoring of doctors’ fees as irrelevant to the discussion. 
But in fact it raises a crucial issue with regard to social 
legislation. If the fundamental premise of legislatkn on 
education is to ensure that quality education is accessible and 
affordable to the masses, then the same premise applied to 
welfare should mean that quality medicare be made affordable. 
Why indeed should there not be fee regulation in private 
practice on the basis of a well worked out formula? Such 
a move is not beyond the realm of possibility, and while 
it is connected to the more politically sensitive issue of 
high fee paying/donation medical colleges, all options are 
not closed. 

The Shiv Sena-BJP government in Maharashtra, with an 
ex-teacher at the helm, has made some innovative moves in 
education in the short time it has been in office. Iti ahoft- 
sighledness lies in the fact that it views such fonyi into what 
are social spheres either as a means to an end, viz, short¬ 
term political gain, or at best as matters to be resolved by 
haphazardly tinkering with structures which have evolved in 
response to social, economic and cultural needs. The achool 



system is what it U because not only hu the 
state withdrawn funds, but even more 
inqmrtantly it has long ago abandoned 
education as a social and political project 
There are then few checks and balances to 
ensuic that at least tolcrableprimaiy education 
does not become a monopoly of the haves. 
A blinkered, sectarian and technocratic 
approach to the problem will at best have 
little effect on the evolving structures and 
at worst make for yet another generation of 
illiterates. 

KASHMIR 

Back to Square One 

THE political intrigues and the pte>poll 
machinations have shunted out Jammu and 
Kashmir from the front pages of the national 
newspapers. But report^ trickling down from 
that strife-tom state indicate that it is returning 
to the years of the early 1990s when violation 
of human rights was the order of the day. 
In spite of the United Front government’s 
claim that the assembly electiixns there have 
led to the return of normalcy aitd everything 
therefore is hunky-dory in Kashmir now, the 
track record of the Farooq Abdullah 
government since it came to power a little 
over a year ago is no better ih an what preceded 
his arrival on the scene. 

According to a recent statement made by 
Yasin Malil^ the leader of the Jammu and 
Kashmir Liberation Piont (JKLF) from jail 
in Srinagar (where he along with about 330 
other politick activists had been incarcerated 
for the last one-and-a-hatf months), since the 
lastassemblyelectionsinJammu and Kashmir 
and Farooq Abdullah's coming to power, 
about 2.770 Kashmiris have been killed by 
the security forces. Of them, 416 were 
custodial deaths. Aprut from the continuatirm 
of incidence of rape of women by security 
forces (at least 20 were allegedly raped by 
the soldiers of the 30th Rashtriya Rifles), 
about 620 houses were set on ftre. The arrest, 
and continuing detention, of Yasin Malik is 
yet another instance of the alarming trend 
of returning to the days of arbitrary and 
iilegal harassment of citizens of Kashmir. 
Malik and several other political activists 
were rounded up several days before the visit 
of the president of India to Srinagar in mid- 
November. House-to-bouse searches, arrests 
of young people and ban on the Mirwaiz’s 
leading the Friday prayen were some of the 
measures taken by the administration - 
ottensibly for security reasons in connection 
with the president’s visit. The president had 
left, but the measures still continue. Those 
arrested are still in jiul. Vast areas of Poonch, 
Jammu and Rr^outi have been placed under 
dusk-to-dawn curfew. The latest incideat is 
a police filing on December 17 on angry 
retidents of a village in south Kashmir who 
were protesting against tile burning down of 
a tiOO-year oM Muslim shrine thm 
It is eWdem that instead of restoring 
normalcy, the ^vernment in Srinagar is 


restoring the state terrorism of the recent 
past It can indeed come up with argumeots 
to defend iu policies, ft can lay that aa soon 
as F&rooq Abdulin decided to withdraw 
the army from Srinagar and four odier 
mqjor towns, as a gesture of restoring 
normalcy, the militants took advantage to 
strike bKk. There were a series of car 
bomb blasts in Srinagar between October 31 
and the first week of November, which lulled 
and wounded a number of people. So the 
administration, thestategovenunent officials 
argue, had to clamp doi^ on pplitical dissi¬ 
dents on the eve of the president's visit, as 
it could not efford to t^ any risks. 

The resurgence of militancy and the 
renewal of state terrorism as a response to 
it in Kashmir are the tragic fall-out of a 
missed opportunity. The United Front 
govemment’spromisetoexplorepossibilities 
for granting more autonomy to the Kashmiri 
people within the Indian Constitution - for 
which it even set up a committee - inspired 
hopes of a peaceful solution among thm in 
the beginning. But during the last 18 months 
of its temiie, the Gujral govemmertt did little 
to cany out its promises. It made no effort 
to enter into direct negotiations with popular 
organisations in Kashmir, including tlwse 
dmnanding self-determination. It did not 
come up with an innovative formula to 
accommodate the requirements of the 
Kashmiri people. Its failure to come up with 
any concrete measures during the last 18 
months of its rule hat led to a gradual 
disillusionment among the common people 
of Kashmir. They feei that Uwy are back to 
square one - tom between the struggle for 
an independent Kashmir on the one hand 
(led by people like Yasin Malik of the JKLF) 
and the cotnpuluon of joining the Islamic 
fundamentalists-ied movement for integra¬ 
tion with Pakistaa 

TAMIL NADU 

The Southern ConnectioD 

THE generally surprised reaction prompted 
by the announcemoit early this week by 
AIADMK general secretary Jayalalitha and 
the BJP vice-{»esident Jana Kiishnamurtiiy 
that the two patties would fight the coming 
Lok Sabhaelections together inTamil Nadu 
was prompted by the manner in wWch the 
deciskm was taken rather than its electoral 
logic. This was dearly a coup for the BJP, 
arid one announced with all the finesse of 
a master player, a confident party making 
a determined and focused bid to arin power 
in DelM, fully aware of the co mp ro mi ses 
which need to be made to achieve ndi an 
end. While the fact that the BJP had made 
overtures to Jayalalitha soon after the 
dissohitionof Lok Sabha was well reported, 
theCoiigiess(I)mddendyoattiniiedtoU>our 
under tto notim that ft could call the shots; 
that whether or not there would be an 
urxfentaiidlng with the AIADMK r^ain this 
time was a matter for it to decide, with the 


Tmill party mote or teas falUiig in wiili iti: 
wishes. As late aa DeemAwr 13, even while 
tiieAlADMK wasdeaily emhaitfiigieTioui 
notes with tiie BJP, theCongiesa‘annaunced’ 
that the two-decade dd alliance betwemi ihe 
two puties would continue for the coming 
elections, and only the seat sharing 
arrangements were to be worked oul It b 
futile of course to ask why the Congress(l)'i 
efforts came a cropper hm, for the party's 
manoeuvres and movements in recen 
nwks have been characterised by an un¬ 
believable lack of acumen. 


It isn’t very difRcult to understand the 
AlADMK’s reasons for fostering relatiuns 
with the BJP. For one there is the staitd 
reason, which is that it hat decided to align 
with the party which is most likely to provide 
a ‘stable government’ at the centre. And 
Jayalalitha would not be averse to a role m 
the government at the centre. For another, [ 
tlK party is marginally stronger than ii wu 
a year ago. Sometime back three of ibc 
leaden who bad deserted Jayalalitha after 
the 1996 debacle and formed the dlssjdeti 
AIADMK with S Tirunavukkarasu as genen! 
secretary returned to the fold. Moreover the 
DMK's governance, patticulariy its handlini 
of the emerging communal tenilani in tie 
state. Coimbatore being a case in point, ha 
crea^ disenchantment on a wide scale. The 
DMK g o vernm en t has been the target of m 
from both the Tamil Muslim Munnrm 
KazhagamandtiwAI Ummaontheonchaal 
and tl^ who believe that the DMK I 
been ‘soft’ on the Muslims. Also in i 
popular perception the DMK has not I 
its promise of ’punishing' the AIADMK (sj 
its comipt rule. 

For the BJP of course it is a 
breakthrough* which, as BJP spoke 
Sushma Swarqj put it. is likely to ’1uvei| 
major effect on the psychological din 
during the coming elections”. Itisaj 
of political space for the party in a i 
whm no party has had anything to do »a 
it so far. This ^imee gives a different c 
to the other ongoing moves with souihi 
patties such as Ratnakrishna Hegde’s i 
provides a necessary anchor in the i 
sriiich will attract perhaps disench 
demenu from other parties. Moreover, 1 
the BJP has a presence only in two < 
itiiueiKies in Tamil Nadu, the AIAf 
notwithstanding iu rout in 1996 
between 23 arid 33 per cent of votes in n 
constituencies. The DMK-TMC vie 
margin was leu Hum 20 per cent in < 
constituencies and the Ctmgress, 
having AIADMK u lu ally, pdled less d 
12 per cent of the vote. 

Given that Jayalalllha is fodng CO 
char^ in nine pending cases, four of« 

are at a ctudal stage, what does i'' 
forthecradibiUtyoftheBJP’suitiH 
plank? As Jana Krishnamuilfay ptedk 

put IL "if the cofitnlkio diarges sgsinM 

are proved in the nigh oowt, we wi^ 
nothing to do with Ib^ The BJP w ill 
the verdUct of the court.” He also olTer 




luuticice Ibtt die ptfty would not interfeie 
vnih the cratnl ■feodee or the courts if it 
came to power. Given that none of the cases 
it likely to be decided before the elections, 
the pvty ground in nuking the 

first asiertiofL And in any case the party has 
emphatically stated that there would te no 
common m^festo but that it was simply 
an eledoral arrangemertt. As for the second, 
as Krishnamurthy pmnted out, “we are not 
counting thcchickoi before they ate hatched". 

With this alliance, the DMK-TMC com¬ 
bine. notwithstanding the possible suf^ron 
of parties such as the MDMK which have 
considerable influence in the southern 
districts, the CPt(M) and the CPI and the 
Patlali Makkal Katchi. which came out in 
support of the DMK in the events following 
the Congress criticism of the DMK after the 
I Jain Commission revelations, and groups 
like the All-India Devendra Kula Velalar 
Federation and the A mbedkar People's Front 
I with their combined dalit suppem base, is 
! likely to face a difficult time. This is mainly 
because of the lack of an issue; the last 
elections, in which the combine made a clean 
sweep of the Lok Sabha seats from the state, 
was fought almost entirely on the issue of 
AIADMK’s corrupt governance. Moreover, 
the combine will be targeted for its inability 
to provide a stable government at the centre. 

However, the loss of support to the combine 
may not translate into gains for the BJP in 
eleaoral terms. And the BJP is well aware 
of ItiaL Hiat is why it can afford to distance 
itself from the Al ADMK on the issue of the 
corruption cases. For the BJP this alliance 
with the southern party is indeed a 
psychological ‘victory’ which will give it a 
presence in the south; if it does gain 
pariiamentaiy seats for the party that will be 
a bonus. 

THE POLICE 

Out of Control 


piVEN the atrocious human rights track 
fecord of the Indian government, it was 
beihaps in the fitness of things that the 
world Human Rights Day on December 10 
phouldhavebeen inaugurated with the killing 
bf a SS-yearold leather mercham. and torture 
W illegal detention of several others, in a 
>olice station inthe heart of the Indian capital, 
Delhi. There are two ironical twists to 
his sad tale. Pint, while the police were 
’eating up these people, m the same time, 
n another part of the capital, the chairman 
the National Human Rights Commission. 
|<utice M N Venkaiachaliah. was holding 
•’•Jh on the virtues of human rights at a 
pnreiencc organised by the Commission, 
"^eondly, although Delhi is ruled by the 
UP, the capital’s police comes under the 
^''''diction oftheutiloii home ministry which 
> headed by no less a person than the former 
secretary of the CPI. Indrajit Gupta, 
^ “>c pietcnt caietaker government rt the 


This is not the fint dme that custodial 
detths have taken place in Delhi under the 
United Front regime. According to a iep«t 
brou^t out by the Delhi-baaed Petqrle’s 
Union for Democratic Rights (PUDR), the 
latest victim was the sixth person to die in 
police custody in 1997 skme. Since 1980, 
St least 91 persons, including two women 
and a nine-year old child, bad died in the 
custody of the Delhi police, according to the 
meticulously documented report of the 
PUDR, which had found outon investigation 
that the majority were victims erf police 
brutality. What is really shocking in the 
present case is the cavalier attitude of the 
Delhi police commissioner, who is on record 
as claiming total ignorance either of the 
custodial death or of the third degree methods 
used by his police on the detained persons. 
Incidentally, his predecessor was removed 
from office some time ago when he displayed 
a similar attitude after two innocent 
businessmen were killed by the police, who 
suspected them to be gangsters, in broad 
daylight in the streets of the capital. 

The World Human Rights Day in Delhi 
also coincided with the release of a report 
by the National Crime Records Bureau which 
staled that the talc of rape in the capital was 
double the entire country' s average. Reported 
cases of rape in Delhi increased from 255 
in 1993 to 484 in 1996, and in 1997. till 
November, the number had already touched 
497. Children had been the wont victims of 
rape It would be interesting to find out how 
many policemen were involved in these cases, 
since the police have earned notoriety for 
custodial rape also. 

Neither recommendations by the National 
Police Commission, nor strictures by (he 
judiciary, nor directives by the National 
Human Rights Commission have been able 
to rein in the Indian police force which is 
a law unto itself. One expected that the Left 
parties, which while in the opposibon had 
been victims of police repression and had 
demanded drastic reforms in police 
functioning, would overhaul the adminis¬ 
tration of (his colonial pillar of oppression. 
But things have not changed in the Left- 
ruled states so far. In Kerala, the Left 
government has not even bothered to set up 
a State Human Rights Commission. Some 
years ago. it was reported that West Bengal 
led among all (he Inchan states in the number 
of custodial deaths. No w. at the centre, a CPJ 
home ministcris presiding over police killings 
in the capital. With what face can the Left 
confront the voters in the coming election? 

MAHARASHTRA 

Congress on Defensive 

TILL now Maharashtra's chief minister 
Manohar Joshi has emerged victorious in the 
political comests that are being played out 
in the state before the mid-term polls. His 
latest success was his shrewd recruitment of 
thcShetkariSanghalanaleader.SharadJoshi, 


to checkmate the Congieu ploy of nnobiUsing 
farmers' discontent on the eve of the winter 
session of the state assembly in Nagpur. The 
Shiv Sena-Bhaiatiya Janata Party (SS-BJP) 
alliance lacksaleader of thestafureofShand 
Pawar who can command the allegiance of 
the fanning community in the state, and have 
found in Sharad Joshi a ready partner who 
can rival Pawar in the rural constituency. 

The Shetkari Sanghatana’s violent 'rasu- 
roko’ agitation foiled the Congress plan of 
a massive morcha by severely disruptiiig the 
transport and communication routes in 
Maraihawada and Vidarbha and thus 
preventing the faim. s of these regions from 
reaching the site. As a result, not only hatf 
the Congress leaders to endure the 
embarrassment of a moderate turn-out at 
their rally but were reduced to mere 
bystanders as Manohar Joshi deftly agreed 
to the Sangbaiana’s demands such as 
compensation for crop loss due to heavy 
rains and hailstorm and payment for cotton 
purchase in cash - deinands no different 
from the ones the Congress was raising. 
Manohar Joshi' s design of promoting Sharad 
Joshi as the representative of farmers' 
grievances dales back to 1995 when the 
Maharashtra Rajya Shabakari Sakhar 
Karkhana Mahasangh. a Congress 
stronghrld, was up in arms against the state 
government's decision to disntantfe the 
zoning system in the sugar co-operative 
sector. Then Sharad Joshi bad gone on a fast 
demandingtherescindingof zoning controls, 
to which Manohar Joshi had promptly 
responded as it furthered the SS-BJP's aim 
of eroding the Congress base in the sugar 
belt During the last assembly elections 
Sharad Joshi had put up his own Swatantia 
Bharat Party’s catviidates who had cut into 
the Congress votes, andtn the coming election 
too he is expected to do the needful. 

The SS-BJP strategy of driving the 
Congress to the wall by exploiung the various 
fissures within its leadership has been paying 
dividends. Fallowing the footsteps of his 
son, Radhakrishna Vikhc-Patil, who u now 
agriculture minister in the SS-BJP 
government, the crossing-over of the sugar 
baron Balasaheb Vtkhe-Patil to the SS-BJP 
alliance seals the deci mation of the Congress 
in the north Maharashtra district of 
Ahmednagor, and provides a firm foothold 
for the alliance among the Marathas, the 
traditional supporters of the Congress. 
Moreover, the defett of the Congress pand 
at the hands of (he SS-BJP supported 
independents' panel in the Maiegaon sugar 
co-operative elections in Sharad Pawar's 
Baramati taluka speaks of the SS-BJP's 
political success in lapping the (HsafTectioii 
in the Congress bastion. 

These developments have forced the 
Congress for the first time to seek help from 
other patties in the state. Through its ‘gnnd 
alliance* with the Samqwadi ftity and the 
Republican Party of India, the Congieu 
hopes to reverse its decline into a south 
Maharashtra outfit. 
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didlytolbod 

CkdKWMt 

710(12) 

198 

727(13) 

207 

1281(1.1) 

361 

1236(12) 

370 

1245(16) 

397 

Oa-nndi 

906(12) 

252 

12100.1) 

344 

3486(3.0) 

982 

2349(22) 

702 

1798(12) 

573 

Marne pRniMi 

1925(32) 

536 

1681(3.0) 

478 

3981(3.4) 

1121 

3181(3.0) 

951 

3337(4.(» 

1063 

Bcwmbi. iBfciccD ind 

116(02) 

.32 

89(02) 

25 

292(02) 

82 

113(0.1) 

34 

117(0.1) 

.17 

Grade nOoUi, inedHe aib 

cweix heb 

3839(6.4) 

1069 

3669(63) 

1043 

7811(64) 

2200 

6283(5.9) 

1878 

4895(5.9) 

ISS9 

km OR 

825(1.4) 

230 

802(1.4) 

228 

1716(13) 

483 

1721(1.6) 

SIS 

1297(1.6) 

413 

Mnend (ueb, UakaOi and 
■dbed mbetbh 

820(1.4) 

228 

920(1.6) 

261 

1710(1.5) 

482 

1518(1.4) 

454 

1309(16) 

417 

l\eindeim emde and pnidoai 

819(1.4) 

228 

920(1.6) 

261 

1710(13) 

482 

1518(1.4) 

454 

1309)1.6) 

417 

Arawd Md ^MbiWt oBi I 

wneiNdMi 

336(02) 

94 

405(0.7) 

115 

674(0.6) 

190 

807(0.8) 

241 

491(06) 

156 

GhenUb «d RbiHl BRRhKii 

6447(10.7) 

1795 

5611(9.9) 

1394 

11950(102) 

3366 

1(066(9.7) 

3069 

8034(9.7) 

1559 

t^niMilMPunwihriiMd 1 

codmrdkmM 

322(3.8) 

646 

1854(33) 

527 

4286(3.6) 

1207 

3409(32) 

1019 

2512(3.0) 

800 

1072(1.8) 

298 

948(1.7) 

269 

1969(1.7) 

555 

1627(16) 

486 

1506(1.8) 

410 

I'labic rad bMteon pradacti 

88.5(12) 

246 

1053(1.9) 

299 

1886(1.6) 

531 

1958(1.8) 

585 

1500(1.1) 

478 

Mmabaamd goodi dniaed 
■ddd^tynMaridf 

Lather fmtWHr 

32215(53.3) 

8968 28782(50.7) 

8178 

59815(50.9) 

16849 

56562(532) 

16911 

46185(55.9) 

14709 

529(0.9) 

147 

608(1.1) 

173 

1201(1.0) 

340 

I139().l) 

341 

1725(11) 

549 

CeniMdJewdhiy 

8525(14.1) 

2373 

7986(14.1) 

2269 

16843(14.3) 

4745 

17644(166) 

5275 

14131(17.1) 

4500 

L^yira.Urici, iflidnvi.eic 

6263(104) 

1743 

5265(93) 

1496 

11053(9.4) 

3114 

8619(8.1) 

2577 

7014(86) 

2234 

'''wde yn, Hbria iMden, ek 

134202) 

374 

1247(22) 

354 

2449ai) 

690 

251 ia4) 

751 

1928(13) 

614 

KMC OGOOB avl MHMiM 

5228(8.7) 

1455 

5146(9.1) 

1462 

10504(29) 

2959 

9454(8.9) 

2827 

7856(96) 

2502 

Lh(W|Bodi 

6021(10.0) 

1676 

5061(8.9) 

1438 

10844(92) 

3055 

9010(86) 

2694 

7214(8.7) 

2291 

Mntnmbem* 

2070(3.4) 

576 

15410.7) 

438 

3349(28) 

943 

2764a6) 

826 

2217a7> 

706 

Mirkbui mi ImJnmmm, 

2082(3.4) 

580 

I768(3.1> 

502 

3725(32) 

1049 

2776(16) 

830 

2282(18) 

727 

TbmpMMptaalib 

16100.7) 

448 

13190-7) 

432 

329004) 

927 

3094(19) 

925 

2422(19) 

771 

Othen 

1755ft9) 

139102) 

489 

2059(3.6) 

585 

4352(3.7) 

1226 

3543(36) 

1059 

2392(19) 

762 

Bbonmk atniib 

387 

136ia4) 

387 

2813(24) 

792 

2242(11) 

670 

1294(16) 

412 

Total 

60422(1000) 

16820 .56764(1000) 

16129117525(1000) 

3.M06 106354(1000) 

31797 

12673(100(8 
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COMPANIES 
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CEAT 

Decline in Profitability 

THIS flagship company of the R P Goenka 
group ii engaged in the manufacture of 
almost the entire range of tyres, excluding 
bicycle and airplane tyres. The company’s 
clientele iiKludes such heavyweights as 
Telco. Asbok Leyland, Mahindra & Mahin- 
dra, arid Bajq Auto. Whilearound30peroent 
of Ceat’s turnover comes from the original 
equipment segment, about 60 per cent is 
contributed by the replacement market. 

After undertaking a mi^or restructuring 
exercise under advice from McKinsey & 
Company, the company sold off its nylon 
tyre cord division to SRF for a consideration 
of Rs 325 crate during 1995-96. It also 
hived off its glass fibre division to PGP. 

Despite the company now focusing on its 
core business, tyres, it has failed to p^orm 
well during 1996-97. With the industry 
being characterised by over-capacity, the 
company’s margins came under heavy pres¬ 
sure. (Figures for the two years, 1W5-96 
and 199^97, are not strictly con^iatable. 
However, all percentages have been 
annualised to cnidile a rough comparison.) 
While net sales and value of prcxhiction 
improved by 9.6 per cent and 8.8 per cent 
during 1996-97, the company’s operating 
profit fell drastically by over 60 per cent. 
Interest costs increa^ by 8.9 per cent as 
the restructuring exercise was under 
progress. With dqueciation falling by 40 
per cent, the steep decline in profitaUlity 
was somewhat arrested. The company’s 
bottoiiilinewaslowefby44.l per cent over 
the previous year. 

Following tile fall in earnings per share 
from Rs 5.1 toRs 1.8, the company decided 
to cut the dividend rate from 40 per cent 
to 20 per cent. Despite this, book vidue fell 
from Rs 87 per shm to Rs 86.1 per share. 

But for certain accounting changes 
undertaken by the company during the year 
under review, it would have seen its 
boitmnlijie go into the red. The management 
reclassified certain machinery as continuous 
process machinery and recast the depreci¬ 
ation thereon. Amortisation in reqi^ of 
cost ctmqxment of assets taken on lease was 
similarly recast. Piirther, expenses incurred 
for establishment of Cest Shoppes, hhherto 
cbaiged to revenue accounts upon incur¬ 
rence, were treated as deferred revetUM 
expenses and such expenses incurred from 
O^ober I, 1996 were re-adjusted. These 
■nd odier occountinf changes made by the 
company resulted in an aggregate benefit 
of Rs 9.96 crote to the profit and loss 
account during the year under review. 

The company dmm that despite the fall 
in proftaMIity, it hat mamged to retain iu 
mmtM share. While itt Ceat Endun brand 
of tyres perfonned well in the cmvetilional 


car tyre sector, its Ceat Secura range 
rqwrtedly retained its pre-eminent posldm 
among scooterists and motofcyclists. ’The 
company also launched its new radial car 
tyre, christened Maestro (manufactured by 
its joint venture, South Asia TVres), which 
is the first radial tyre in India to use state- 
of-the-art polyester tyre cord technology 
combined with steel belts. 

The company’s joint venture. South Asia 
Tyres (Aurangabad) has successfully 
transformed its tyre plant into the country’s 
most efficient a^ modern tyre factory for 
making radial tyres and extra-big earth- 
mover tyres. T)ie project, however, saw a 
cost overrun of Rs 24 crore from Rs 428 
crore to Rs 4S2 crorc. Set up with full back¬ 
ing from Goodyear US, the joint venture 
will cater to the requiiements of Goodyear 
India and Ceat. 

For the first five mrmlhs of the current 
year, the company has reported a higher 
turnover of Rs 492 crote as compared to 
Rs 411 crote in the cemesponding period 
last year. It is targeting a total turnover of 
Rs 1,300 crote during the year. 

The company’s share currently quotes at 
around Rs 19 on the bourses, discounting 
its I996-97eanungs per share by lO.Stimes. 

KALYANI STEELS 

Restructuring Plan 

Kalyani Steels, a part of the Pune-based 
Kalyani group, saw a mixed performance 
during 1996-97. While net sales and value 
of productirm improved by 5.9 per cent and 
5 per cent, respectively, the company’s 
operating profit rose by 13 per cent over 
the previous year. With the company charg¬ 
ing the entire amount of disputed octroi 
liability for the period from April 1982 to 
March 1995, amounting to Rs 14.9 crore 
(including interest), as non-operating 
expense during the year under review, the 
bottomline fell drastically. Hiis, coupled 
with a steep increase in interest charges (up 
14.3 per cent) and depreciation proviskm 
(up 8.1 per cent) resulbxl in the company’s 
bottomline falling by 65.7 per cent over the 
previous year, 1995-96. 

Rrcfailonaiy trends in the steel industry 
coupled with the liquidity problem 
prevatlit^ in general fora mqjor part of the 
year put pressure on the company's per¬ 
formance. Though sales in value terms 
tnaeased by S.9 per cent, that in voliune 
term decliiwd ftDm84,975ioiiiiei to79,lU 
tonnes. The compmy claims that it managed 
to post higher profiuMlity on the operating 
from mainly on account of a Judicious 
product mix and a reduction in input coeto 
owing to change In the raw material mix. 

With earnings per share dipping (hm 
Rs S.8 to Rs 1.9, the compwy pradenily 
decided to cut the dividend rate from 30 


per cent last year to IS per cem. Its boo 
value, meanwhile, remained stagnant a 
Rs96 per share. 

Meanwhile, the company’s carbon aw 
alloy steel project at Ginigera in Karnatat 
is reportedly progressing as per schedule 
Using the mini blast furnace route, the pro 
jeet is being implemented in itratcgii 
aUlance with Kalyani Ferrous Industrie] 
which will be manufacturing the hot mcial 
pig iron, and Miikand, which will take can 
of the steel melting operations. As per ih 
agreement, Kalyani Steels will take ovet 
the rolling of st^. While the blooming mil; 
and the billet mills have already beer, 
imported and are under election, the rollini 
mill is expected to commence comniennti 
production by the end of 1997-98. 

The Kalyani group has now drawn up i 
Rs 705 crore blueprint in order to restracunc 
its operations spwning the next four yean 
The group plans to achieve a turnover tarpi 
of Rs 4,000crore by the turn of theccntui), 
and has identified automotive componeiK 
and steel as its focus areas. The othn cony 
panies in the group also include Bham 
Forge and Kalyani Sharp. The pieaea 
turnover of the group is below the Rs 2.0(1! 
crore mark. By the year 2000, the grwf 
has set an expon target of Rs 800 erm 
Of the Rs 70S crore the group plans u 
plough in, Rs 19S crore will go into lit 
heavy forgings business, and another Rs 301 
crore into alloy steel. A major pan of ib 
cost will be financed through loaiu iuii 
internal accruals. 

The company’s stock presently quotes i 
around Rs 18 on the bmirses, discountiq 
its 1996-97 earnings by 9.S times. 

UNfTECH 

New Projects 

A Delhi-based company, Unitech operau 
both in civil construction and real esM 
While in the former it operates in indusini 
construction, overseas constructions m 
road construction, in the Imter it foont 
on suburban areas on the outskirts ofDcA 
and Mumbai. During 1996-97, the 
pany drew around one-third of iu icvcnus 
from road and civil construction aciivii)» 

A major part of the company's 
estate business consists of coloni.sai^ 
(the process of convening agricultural b* 
to urban use). ’Thoogh the entire 
may take more than a decade, it rcsulis* 
creation of a strong asset base for * 
company. 

A mqlor player in the construction ns* 
try. Unitech seems to have bucked the 
ihiring 1996-97. At a time when the* 
estate business is going through a 
period, (he company managed m ^ 
itt businew income by 5.9 per ccm. 
while operating proflt improved by 
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1 NetsalM 

94«48 

129811 

2)204 

20016 

26755 

25256 

2 Vtlae of productioa 

97325 

134171 

21030 

20024 

26348 

25142 

3 Other Income 

4178 

5949 

1137 

1132 

423 

382 

4 TouHncome 

101503 

140120 

22167 

211.16 

26771 

25524 

S Rawmaletials/storetaiid 







spates coasumed 

63849 

86142 

10776 

II282 

1956 

3520 

6 Otemamifactatiag expenses 

10992 

8322 

3318 

2718 

19278 

I64II 

7 Renumeialiaii to employees 

6319 

9132 

I04S 

1005 

1224 

1719 

8 Other expenses 

16067 

20440 

1610 

1355 

719 

694 

9 Optmtiiigpntflt 

4276 

16084 

S4IH 

4796 

3594 

3180 

.0 Inteieit 

9516 

I3II2 

2154 

1884 

680 

588 

1 Gniuprafit 

2049 

5038 

1718 

2901 

3091 

2627 

12 Oepieciation 

1288 

3229 

1055 

976 

259 

201 

13 PrefitbtfoTtua 

761 

1809 

660 

1922 

2833 

2426 

14 Tax proi^an 

100 

37 



950 

860 

IS Pmfitofiertax 

661 

1772 

660 

1922 

1882 

1566 

16 Uividenda 

816 

1372 

586 

994 

687 

500 

l7 Retained profit 

-155 

400 

74 

928 

1195 

1066 

JabUHhidaareu 







18 Paid-up capital 

3898 

3508 

3509 

4507 

1249 

1249 

i9 Reservea and surplus 

44748 

50092 

25908 

2S864 

8538 

7343 

K) Long-term loam 

31813 

31886 

18485 

17737 

8297 

7009 

11 Shoit-lerm loam 

15876 

17386 

4631 

3172 



12 Of which bonk bonowings 

8151 

14149 

4631 

3172 



13 Cross fixed assets 

42731 

49875 

24496 

21814 

3380 

.3073 

14 Accumulated depreciation 

10951 

11593 

4769 

3%3 

1187 

937 

LS Inventofiea 

19182 

17005 

2493 

3068 

997 

1404 

16 Total asseti/KabUitiea 

129250 

130350 

66.336 

65956 

6664.S 

51149 

MbccUanMua ttema 







17 Exciieduly 

2S494 

34162 

.3019 

2%9 



!8 Cross value added 

22494 

25406 

2365 

4734 

.1016 

5003 

!9 Total fi(Kei|n exchange income 

JI768 

20288 

19 

44 

477 

435 

10 Total foreign exchange outgo 

13672 

20146 

1425 

2469 

20 

11 
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(sales to total assets) (%) 

73.38 

99.59 

31.96 

.30.33 

40.15 

49.38 

12 Sales to total net assets (98) 

98.46 

126.19 

40.36 

39.03 

147 95 

161.89 

13 Gross value added to 







grott fixed asicti (%) 

52.64 

50.94 

9.65 

21 70 

148.40 

162 81 

|4 Keium on invetunent 







(grou profit to total atseii) (%) 

1.59 

3.86 

2.59 

4.40 

4.64 

5.14 

Is Gross profit to sales 







(grots margin) (%) 

2.16 

3.88 

8.10 

14 49 

11 .15 

10.40 

j Operating profit to tales (*) 

4.51 

12.39 

25.55 

2.3.96 

13 43 

12.59 

|2 Profit before tax to sales (%) 

0.80 

1.39 

3.11 

960 

10.58 

9.61 

’ Tax provision to 







profit before lax (%) 

1.3.14 

2.05 

0.00 

0.00 

33..15 

35.45 

^ Profit after uui to net worth 







(return on equity) (98) 

1.36 

3.31 

2.24 

6.33 

19.23 

18.23 

' C>vidend(%) 

20.00 

4000 

15.00 

3000 

50.00 

40.00 

, Baningperalure (Ri) 

1.76 

5.05 

1.89 

.3.83 

1.107 

1254 

' Book value per share (Ra) 

86.05 

86.98 

96.10 

96.01 

78.-36 

68.79 

- P^nuioQM^ OB latest and 







■ <=o'retpondiiig last year’s price) 

10.77 

17.82 

9.50 

7.20 

3 52 

6.38 

L>ebt-«quily ratio 







(adjusted for revalaadan) («) 

104.05 

104 51 

62.84 

58,40 

84 78 

81.58 

Short-tenn benk battowings 







'oinventories («) 

42.49 

83.20 

185.76 

103.39 

000 

0.00 

, Sondrycredhonto 







J»«hydebion (*) 

109.29 

93.07 

22.30 

42.07 

85.74 

72.85 

■ Total remuneraiioB to employees 







JO was value added («) 

28.09 

35.94 

44.19 

21.2.3 

24.40 


Total renmendoa to eoaployeea 







, Jo vatoe of productioa ( 18 ) 

6.49 

6.81 

4.97 

5.02 

4 6S 

6.ll4 

* 

mu 

f 

1 

1 

-14.32 

■8 59 

12.29 

28.48 

9.99 

36.S2 

^*"*«hiuluvaatuitoa(%) 

12.80 

34.44 

-18 74 

7.42 

-28.99 

-7.51 
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cent over the previous yev, \995-96, net 
profit rose by 20.2 per cent despite steep 
increases of 15.6 per cent in interest chiives, 
28.9 per cent in deprectatkm and 10.5 per 
cent in tax provision. The company dfdim 
that the increase in profitability was mainly 
on account of consolidation, internal 
restructuring and cost cutting. 

With earnings per share rising from 
Rs 12.5 to Rs 15.1, the company raised the 
dividend rate from 40 per cent to 50 per 
cent. Book value too moved up from Rs 68.8 
per share to Rs 78.4 per share. 

With many Indian companies tying up 
with foreign players in order to improve 
their prospects in the pre-qualification 
rounds of tender processei. Unitech too has 
tied up with Lucky Devehapment Corp of 
the Goidstar Group of South Korea. In fact, 
it was this tie-up which helped Unitech bag 
the Rs 240 crore road building contract in 
Haryana - the largest single civil construc¬ 
tion contract ever given in India. The project, 
in which Unitech has a 51 per cent stake, 
is expected to be completed during 1999. 
The company plans to start tendering for 
more road projects in l998-99,aliUleb^Me 
the equipment gets free from the ongoing 
G T Road project. Thecompany is optimistic 
on thii front because margins in the road 
construction business rule at around 10 per 
cent; much higher than ihe 6-7 per cent in 
industrial construction. 

The company's present civil construction 
projecu include Ihe one from LG Electronics 
and another from Delphi Automotive 
Systems, together aggregating Rs 33 crore 
Among overseas projects, the company 
successfully completed the Mufraq sewage 
ireatmen: plant project in Abu Dhabi and 
tiie transformer factory, new MCC and 
control buildings and 11 KVA transmission 
line projects in Libya. The company has 
also succeeded in secunng furth^ Mders 
from Zucitina Oil Company and Waha Oil 
Company together with projects for 
construction of a 220 KVA transmission 
line at Agelal and flats at Aiipott Road in 
Libya. 

Unitcch is active in Ihe suburbs of Delhi, 
especially Gurgaon in Haryana, aial has 120 
acres of land in Virar. Mumbai. It has also 
begun operations in Bangalore and Aunuiga- 
bad. Despite Ihe sluggish trend in the 
construction industry, the company is bunk¬ 
ing on its strong asset base of landhokBngs 
valued at over Rs 300 crore. The company 
is presently developing a township. South 
City-ll in Gurgaon. on a 500 acre plot of 
land. The project include! a group housing 
project, a project for villas meant for NRIs 
andacommeidai complex named Signature 
Towers. With this marathon project ex¬ 
pected to be completed during the cuirent 
year, 1997-98, it is expected to give a booat 
to the company’s bottomUne. 

The company’s share price cunently ndes 
around Rs 53 on Ihe Bombay Stock 
Exchange, discounting its 1996-97 eaniinp 
by a mere 3.5 times. 
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Massacre on the Banks of the Sone 

BdaBhatla 

Hundreds of people came to watch the funeral of the victims of the 
worst massacre in the history of Bihar. Millions others wtOch them 
die every day - the dalits, the oppressed and marginalised people of 
the other India who are unable to live even when alive. The sudden 
death of the massacre victims, which did not even allow them to cry 
out in pain, their ashes which shall soon mix in the sand of Sone ask 
a single question - Why? 

I beautiful Manniatiya in the prime of her 

youth, militant Sohar, tiO-yearold ErtMti or 
RIVER SONE, known as the sorrow of 10-year-old Rohan, who his father said was 
Bihar, continues to flow placidly. A lone very good in studies. 
boat,theexpanseofsand,thetartreesswaying Hundreds of people came to watch their 
sedately, all dispel the fact that this site was funeral. Millionsotben watch themdieevery 
witness to the worst massacre in the history day - the dalits, the oppressed and 
of Bihar a few days ago on December 1. The marginalised people of the other India who 
assailants came and escaped via the Sone. are unable to live even when alive. Ibe 
It was on her banks that the 61 victims were sudden death of the massacre victims, which 
ciematedononesingle ‘chita’ (funeralpyre), did not even allow them to cry out in pain, 
the rising flames of which were watched by theirashes which shall soon mix in the sand 
villagersonbothsidesoftheriver-amongtt of Sone ask a single question - Why? 
whom no doubt were sympathiscn of the » 

victims as well as their killers. 

Even today, from the edge of Laxmanpur- It had been drizzling that evening. By 

bath, the village in the Arwal block of nine, Batanbigha‘tola’(hamlet) also known 
Jehanabad district where the massacre as Subhash Nagar after Subhash Chandra 
occurred, a long Mack line is visible on the Bose, of Laxmanpur-bath village (locally 
sand very close to the bank. "That is where called Bathe), was quiet.' The inhabitants of 

the chita was,” said Vakil Chaudhaty, the the bigha were inside their homes, most of 
youngest son of Gariban Cniaudhary who them already in bed. A few were engaged 
had come from Delhi, where he worked, in the usual chores at (he end of the day or 
upon learning the news. He had lost nine talking to each other in the dim light of the 
membenofhisfamily.includinghisparents, ‘dhibri* (makeshiftkerosenelamp),it'ssmall, 
brothers, their wives and children. He said flickering flame casting shadows on the 
that he did not feel like seeing the remains brown mud walls. Children, like one-year- 
of the chita. I suggested that he did not. His old Chotelal, and Sumanti who was a little 
last images of them, when he had come for tdder, were fast asleep, snuggled inside the 
Dussera, were more comforting. warmth of their ‘puvaai’ (hay) beds, cotton 

He decides to watt for me on the edge, ‘gamchas’ (used by their fathers as sweat 

I walk on the soft sand. It’s a long stretch, cloth while at work) tied around their heads 

fortheriverinthisseasoahasshnink.Those to ward off the cold, 
hundicd-oddmenmusthavealsotakenthese Nggrer the Sone there was more activity, 
many steps towards their target and back. Accordingtoonevenionoftheevenuoftl^ 
What remains of the chita is 40 steps long, evening, a group of more than 100 members 

The 'khatias' (string cots) and bamboo of the Raribeer Sena, a ‘private army' of 

stretchers on wMch the bodies miot have upper caste bhumihar landlords, aUghted 
been brought, some cast-off clothing and fncmtwoboalswiiichcaiiiefrofflthenwjpur 
quilts, hair from the head of the mourners side. They took three mallaht who were 
are lying about. But what is difficult to look fishing by surprise. The next iDomiiig, these 

strait at are 14 skulls scattered amongst three were found whh their thnnlstliL Two 
odd-tizedbonesandgrey-black ashes. Deep. othernudlafts,oneafwlKiaihadbeenileeping 
empty sockets which must have been eyes on the sand, wen found a little further up, 
and noses, the undifleientiated skeleton also with their throats sliL Another tnallah 
which revods little of what the itnictore of was able to save his life when he observed 
the human face must have been. Oidy five the scene from'a tUitance and fled. It was 
days ago some of them were either the only inthecaacoftheee five that the aiiallinti 


did not use their guns; cleariy they did k 
want to alert the unsuspecting members/ 
the tola they were about to attadc. 

Without dectricity.the tola waipitch dad 
Any outsider unfamiliar with the laya 
would find it impossible to And his way. Bi 
not only did the asstilants find their wa; 
they were successful in breaking into { 
spedfic houses and shooting the occupy 
from close range. This makes local involv; 
ment a certainty. Amongst the 61 massacn 
were members of four families who wa 
completely wiped out. 19men, 27 women ai 
IS children who were less than lOyearsol’ 
were killed; the youngest victim was out 
year old. Amongst the women, eight wai 
pregnant. Rve women were found in posj. 
tions suggesting npe; three had their bread 
cut. In caste terms, 33 victims were daW 
(rajwad-20; paswan-7: pasi-S; nai-l) andlil 
belonged to backward castes (mallah 
koeri-S). Three children and one woman M 
to be hospitalised in Patna for bullet injurJ 
Vinod Paswan (18 years), who had a naneJ 
escape, is the main witneu of the Fje| 
Information Repmt. He described haltinn 
the sequence of events: ' 

My whole family wu sleeping in two roo« 

I hwl been sleeping with my btother Rob 
in one and the rest were in the other 'Ji 
goli chalnai lagi, Rohan ma ke pass bhip 
(when we heard the sound of gunfire, Rota 
ran U> my mother). My sister, RiU, mans 
just last year - the bamboo nuttdap is 4 
intact, told me to crouch in the comer ns 
the ‘kothis’ (mud containers used to m 
grain). She quickly covered me with a 
(made of bamboo, this is used for cleab 
grain). She then ran back into the dk 
room: that room had a door while tisca 
I wu in did not. They bolted the door fa 
inside. 

His father, Ramchela Paiwan added, "ft 
they tried to break open the wesiem 4 
leading to our courtyard, but then sees 
U> have changed their minds. When IU 
them tearing open the eastern door. I b 
that there wu little chance. By theai 
family wu inside the room ‘aur hum) 
jun le kar bhage' (and I ran for my k 
There wu nob^ in the 'gali' oinssk 
western door, t ran and hid in the hsf 
(open fields). 

Meanwhile, the attackers had manatf 
break open the door. Vinod continuri 
I heard them ibouing. ‘It imucha lak 
maro. Gfaar aai eko ko aahi chodni> 
(Wipe out this whole 'tola’. Don't kr 
ahtgle person in any bouse). 1 then k 
dm bnakiag open the ’klwsri' t<k^ 
the other rooua. 1 heard the scrcan<<' 

‘d^...<^’.aDddmi silence. Latef.kt 

20 men euered the toon I wu m. ^ 
dm had ilfhM in their bands, 
lofchea. I recognised tome who h* 
faces unoovend. Thinkieg dten wntt 
there, they left 


Hwan’i flideily ‘bbua'(fiiber'i 
I had come after hearing tbe news, 
; the interior of that room, with 
be fhmily had thought was safe. 
> stoop in order to enter. At first 
an see little in the darkneu. It is 
jm. TWO huge kothis divide the 
lea from dw Utdten, where there 
ah’, some ’matkas’, some ‘dhan’ 
<rom a hole in the thtich above, 
light reveals the dark splatter near 
where Rohan in desperation had 
de himself. But he was not able 
the bullets nor were his mother, 
Rita (16 years) and Kabutri (12 
1 brothen, Amar (9 years), Kuwar 
id Anpj (S years) who were killed 
r room. ‘Bahut khoon tha. Kudal 
o kaat kar phir sc laip kiya hai, 
ah dhatbai, jo aap dekh rahi hai, 

’ (There was a lot of blood. With 
. have tried to remove the blood- 
d plaster and have re-plastered the 
the Mood splatters that you see 
ned). Asbutosh Piaup, their three- 
dghbour continues to look for his 

f Vinod's house it the house of 
e door of Sohar’s house was taken 
hinges. This seems to have been 
I pattern. Where this was not pos- 
door was tom open. Another 
eature was that thc^ moved into 
i in groups of20-25. The villagers 
int out that they would not have 
to CIO what they did, if they were 
Sohar, histwo sons and daughiers- 
e aJI killed. The lone survivor of 
, Bimlesh (10 years), escaped the 
:h grazed his cheek. Biml^and 
children, Mancj (8 years) and 
0 years), who were hit by bullets 
!s are in the government hospital 
bey reminded me of fi vc-ycar-old 
/ho had survived the Bathani tola 
July II, 1996) for a few days and 
uccumbed to hit iqjuries in Patna 

lagers say that they beard the 
shout]ng slogans bailing Ranbecr 
Bqrangball A group of women 
lat 

iSaiQjakabalatkarkiya,MuuTiatiya 
aeaakachati kata. Ska awFhulvanti 
hati kata. Hum garib ka kya raha? 
i kaat letai hai to aur kya bacha? 
■ejiye?’ (Cauni, Saroja were raped; 
Manmaitya. Meeaa’s, Siu's and 
li's bream were cm. What it left of 
wople? even our bretitt are 
whtt nmahuT How do we live?) 
d that they did not want tlw others 
i thui and had covered thm with 

ited that the firing condmied from 
pm.daringwhich period 100-200 


roundi of ammunition muit have been fired. 
’niepoKoe later recovered 43 empty cartridges 
from various houses. These induded seven 
cartridges of 7mm pistol. 35 of 315 rifle and 
one other, li has bren repotted that some of 
these were shot from army rifles. The sound 
of gunfire had also reached the neighbouring 
tolas, but in the darkness, nobody dared to 
come and investigate or help. 

There were some who managed to escape. 
One-year-old Ramesh sits quietly in his 
grandmother’s lap. Wearing a sweater and 
a cap, he stares at you. When she asks him, 
“Babu, where is your ‘maiya' (mother)". 
‘Unnai ’ (there). Ramesh had a narrow escape. 
When his mother, Basanti Devi was shot, 
he fell from her hands and was saved when 
she pushed him under the bed. Etbari Devi’s 
son, daughter-in-law and two grandchildren 
also escaped from the backdoor to the fields. 
Etbari Devi and her daughter were found 
dead in their beds. 

Those who survive continue to feelinsecure 
for they had heard their attackers pledge to 
kill a hundred. They fear that the worse is 
not over yet, and that they may come hack. 
Fear is the dominant emotion in the area. 
‘Hum logo ko bariyari maar diya. Hum logo 
ka khota hai, jab yahan bhi aa kar mar diya. 
to kahan jai?' (They have killed us by force. 
When they killed us in our very nest, then 
where do we go?), said a relative ol one of 
the victims. 

ni 

Why did they choose Bathe? One 
explanation is that Bathe was targeted by 
Ranbeer Sena because CPI(ML) Liberation 
and Party Unity arc active in the village. 
There is indeed some history of political 
activism in the village, which used to be a 
local base of CPI and Forward Bloc (hence 
the name Subhash Nagar for Baianbigha), 
later followed by IPFinthecariy 1980sand 
Party Unity around 1990. About eight years 
ago, 8 strike was called by the labourers, 
leading to a rise in wages. There have also 
been various land-related conflicts, of which 
the details are less clear. According to the 
district magistrate. Anin Kumar Singh, some 
‘parohas’ (titledeeds) related to land available 
under the land ceiling act were given to a 
few individuals in 1973. But no effort was 
made to demarcate the land or ensure 
possession; besides, the very same parchas 
were also given to families in neighbouring 
Parshurampur. The problem remains 
unresolved.' There is a similar story about 
Bhoodan land, for which some parchas had 
been distributed in the early 19805 but no 
further step had been taken. Fourindi viduals 
had also got some parchas related to 
gaiimajurwa land, but again official action 
had remained limited to paper work. More 
recently, the CPl(ML) Liberation and Party 
Unity tried to lake direct action in the case 


of around 32 Ugbas of land beiongiiig to one 
Upadhyay Nath Pandey. (This landowner, 
who no son, bad sold nearly 40 bighas 
of his land to local bhumihan, ignoring tbe 
claims of his tenants.) These land issues had 
caused some tensions in Bathe. 

Having said this, the level of political 
activity and conflict in Bathe is ht from 
unusual for this area. Both OPKML) Libera¬ 
tion and Party Unity consider diat their base 
in the village was not particularly strong. 
Further, earlier conflicts had not led to signi¬ 
ficant violence. Even the labour strike bad 
been resolved peacefully (‘mithaimithai’.as 
one woman put it). Anotho' explanation fm 
Bathe being targeted by the Ranbeer Sena, 
mentioned by some villagers, is simply that 
Bathe was a soft target, both geogra^cjdly 
and socially. The fact that both Bathe and 
Baianbigha were located right above the 
banks of the Sone made it easy for the assai¬ 
lants to reach the dalit households as well 
as to escape. Also, they did not have to fear 
much resistance in this village. As one 
survivor put it; "Yah tola ka kisi se takrabai 
hani tha. Sab nirdoshi man gaya. Unkolaga 
ki garib hai, mar do to kya karaiga? Yahi 
un logo KO hota, tohamara khal ukbad letai.’ 
(This tola did not have any confrontation 
with anybody. All innocents were killed. 
Thev thought that they are poor, kill them, 
whaicanthey do? Hadihishappenedto them, 
they would have taken off our very skins.)' 

^veral theories have been advanced 
regarding the motivation behind the massacre. 
A general view is that Ranbeer Sena has 
done this to reassert ’ I s supremacy and‘aunk 
p^Haneke liyc’ (to spread terror), his widely 
acknowledge that the class struggle being 
waged by the naxalites in the last three 
decades has seriously undermined the 
economic, social and political hegemony of 
the upper castes and classes. Massacres of 
the poor and the struggling peasantry are part 
of the effort of tbe upper class to reinforce 
their feudal domination. 

At the level of stale politics, the rise of 
the Ranbeer Sena has occurred simulta¬ 
neously with the rise of the influence of the 
BJP. That die BJP has been providing political 
patronage to the Ranbeer Sena is no secret, 
in return for which it has received political 
support during recent pariiameniary elections 
(eg, in Ara constituency, Ranbecr Sena 
memben are known to have voted for the 
BJP-Samata candidate). According to 
CPI(ML) Liberation, the massacre fiu into 
a general pre-election strategy of creating 
tension and fcarin the area so as to (bicoiiragc 
daliis from active political paiticipalion. 
Viewer) from the eyes of tbe RJD chief, 
Laloo Prasad Yadav, the maaacre is seen aa 
aconspiracy togethisgoveminemdiamitwL 

This massacre has also been understood 
by some as ui effon on the pan of Ranbeer 
Sma to realign its forees, stitnglhen and 



expand iu base beyond Bhojpur. Since eady 
this year, It has cried to be acti ve in the bolder 
areasDfBhojpur.inPatnaCJalpun.Habiqpiar. 
tndo) and Gaya (Machil village) districts 
and has had several skirmishes with Party 
Unity in these regions. Recendy on November 
11, Rahbeer Sena activists unsuccessfully 
tried todisiupt a rally organised by Mazdoor 
Kisan Sangram Parishad (MKSP), a mass 
front of Party Unity, in Ara by throwing 
hand-grenades at the podium and the 
assembly. A notable development it that 
Ranbeer Sena has also targeted CPKM) 
supporters in Habispur village (Dulhinbazar 
th^, Patna), killing 11 dalits, in retaliation 
against an encounter with Party Unity in 
Jalpura (Pama) in which four activists of the 
Ranbeer Sena were killed. All these various 
instances as well as the masssactc point at 
the intention of the Ranbeer Sena to nrx only 
root out naxalism from the plains of central 
Bihar, as it had promised to do in one public 
meeting earlier this year, but also to nip all 
efforts at organising the rural poor in the bud. 

This fact seems to be clearly understood 
by labourers in the region. As a labourer of 
Bathe said. 'Yah sab pait ke karan hi ho raha 
hai. Ham log aadha pait kha kar ke aapka 
kaam kane hai. Jab pura pait Idianai kc liye 
mangtai hai to marai jaatai hai*. (All this is 
a matter of hunger. With half-filled bellies 
we work for you. When we ask for a fiill 
stomach, (hen we are killed.) Indeed, what 
alternative do agricultural labourers have? 
As a woman labourer said, 'Hum log sahi 
majdoori ke liye nahi mange to kya karai? 
Un logo ka kheti bhi hai aur naukri bhi. 
Majdoor ka deval majdoor hai. Vah mange 
ga nahi?’ (If we do not ask for fair wages, 
then what do we do? They have land as well 
as secure jobs. A labourer has only her wage. 
How can she rtot ask for more?) 

IV 

After the Maumere 

In the post-massacre phase, the response 
of the government inclixied the usual rdief 
attd development package which follows 
most massacres. Indeed, people of central 
Biharbecomcentitledto 'development’ only 
after a massacre. In this case, due to the laige 
number of victims the response has been 
moragenerous - cuh payments of up to Rs 
2.30,000 per victim (from the centre and the 
state coffers), houses under the Indira Awas 
Ycyna (it has been reported that the bricks 
given were of very inferior quality), svheai 
rations (SOkgs, againof poorquality, undcan 
and worm-eaten, not fit for human 
concumption), a hmdpump, amongst other 
relief measures. Besides, agenciei such at 
Red Crass have provided Uankela, (ftiotis, 
biscuits, etc. A question has been raised in 
the case of those families where there are 
no survivors, u to who would receive the 
compensation. Asanold woman put it, ‘Jiske 


vaha kid (Uya bane ke liye hU naU bada, 
to Usko denge?* (Where there is nobody left 
even to light the lamp, then to whom will 
they give?) Widowed daughters, such as 
Rukmini Devi, who was dependent on her 
father, Gariban Chaudhary and brother, 
Mabendra Ctaaudhary, are hoping to receive 
pan of the compensation, liiere are other 
cases where sons-in-law are staking their 
claim. Besides, (he government has made a 
series of diverse development-related 
announcements, such as a plan to lay the 
foundations of the proposed powersufaatatlon 
at Arwal (a long p^ing demand of the area) 
andof the long-awaited Agnur hydd prayect. 

On the night of December 6,1 was witneu 
to 'kudki-Japti' (raids) operatioiu by the 
police in Laxmanpur-bath village. As one 
walked from ‘gali to gall’ Oane tolane), there 
were huge walls on each side; these belonged 
to upper casre householdi, cleariy more 
prosperous than the lower caste membeis of 
the village. No villager was visiUe. I was 
told that the tola more or less empty. In the 
wake of the massacre all tlw able-bodied had 
fled. The DSP and the ihana in-charge were 
supposedly leading the operation with the 
helpofSOorsodtowkidarsof nearby villages, 
who had been employed for the purpose. But 
what seemed missing was the tension, a 
sense of purpose and urgency. Household 


Item Uke cbalii, quilts, thi maks, etc, ^ 
been ooaflscaied. TUs. IWH MM, was Ik 
first day of such an openthm. It was not clca 
what the point of it was. If the thn waiii 
catch the suspects or their arms then ik 

should have bm done immodialelyafteTtk 

msssacR, not ftve dq« I«er. The tendoey 
on thepartof the administrithMiloexagger^ 
ihelr accotnplishmenu is revealed time ^ 
■gain. Pbr example, the chowkldart itrtk 
that they had doaekudU-japtlofthtee bourn 
Mfhen I adeed the lame question later to Ik 

district magistrate, who visited the villi^ 
that night, the reply was five houses. Aig 
when the same question was put to the DSF, 
he said 10 houses. 

As on December 6,1997, the police ha 
arrested fivesuspects,fourofwhombeloogt 
to the ntjput caste; three were PIR-namk 
accused, namely, Ashok Singh (rajpuDi 
Baleshwar Singh (bhwnihar) and Sui^ 
Singh (nyput).* Across the Sone in Bhqjiia 
the police sources claimed tluu at manya 
35 upper caste men had been srrefted fna 
varied villages inSshar.Meanwhileackm* 
ledged leaders like Bannesbwar Sii^ 
'mukhiya' of Khopira village (Udwantnqi 
block. Bhojpur) and Kamal Kam Shan 
(noted Oongreu leader) are still fiee. 

The generel population seems to bavek 
all faith in the police adminiitiaiia 
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. Id madhi reoorti. the police hid 

ipfior infioniialion from the govemmeM 
j^igeooe wing regeniiiig the pouiUlity 
of wch « maHacm bitt no action WM taken. 
In recent monlha many police picketa were 
withdrawn from central Bihar ^atricti, put 
of the reaion being that they were ill- 
equipped. AfitU,thepoUcecainpiand police 
pjrfcBM have proved to be both ineffective 
gi well at biaa^. Rarely does one find exam¬ 
ples of preventive action. Initead, there are 
many caies where the police force has openly 
colluded with the upper caste<lau senai 
tgiiiniu the naxaUtei. A recent example is 
lhatofJalpunviJlage(Patna)onFebniuy 1, 
1997 , when the police fought along with 
^anbeerSenamembenlnan IS-hourencoun- 
er with a PU squad. Likewise, in the wake 
if the Haibaspur (Bikram, Patna) massacre 
if IOmutahanonMatch23.1997,the police 
m informed within two hours of the killing 
Hit arrived 12 hours later, even though the 
oboe ntfion was only S kmi awtty. In contrast, 
fterthe retaliatory action by PU in Raghopur 
Pan^abhuinihuvinagB,onApn12l, 1997, 
K police arrived within half an hour of the 
jlling and pursued the PU squad.’ 

V 

Has the government doiK enough? As has 
•en the case in countless other massacres 
1 the post-independence history of rural 
ihv, after the Laxmanpur-bath massacre 
w there has been a heady cenual and state 
Dveromcift respotuc in fast-forward mode, 
ut soon, it would seem, there will be total 
lence. In response to massacres which are 
jc to feudal agrarian relations, social and 
xmomic inequities, and violations of basic 
mocratic rights, the central and the state 
cvemments do everything other than what 
Jly needs to be done. No attempt is made 
addresstherootscd'tbeclasa'casieconflict. 
0 attempt is made to answer the question 
It stares blankly at anybody who cam to 
- into those mud hovels where every 
-»sion seems to be the colour of mud. 
have been carved out of mud - whether 
be the chullah. the kodiis, the maikas. Few 
:es can afford even a khatia, the sire of 
■licfa can very realistically give away the 
. I that the person may belong to (in 
Bparison to ^ small-sized khatia of the 
"tr. those of the upper classes are always 
. «er and broader). A sturdy wooden door 
-ften a luxury. In apite of being ill-fed, 
<11(1, thelrchildreniMveiingin the winter 
*4 ibese people, even in the wake of a 
'^o'ultragedy.haveeiKWgbhumanity left 
to entire, “Have you eaten? Do 
J have a plan to sleep tonight? Are you 
nenou^T" How canagovenunent face 
-‘people? 

•K least tlui a leaponiible government 
' **^*0 ensure that the labotirets in the 
”n8tttheirhaairwtikiinitimi. furwages, 


““picwenutlon of tenancy lawi. and distri¬ 
bution of ceiUng surplus land, gahmajurwa, 
bhoodan and math land to the laixiless. 
Furthv, it should ensure that they have basic 
amenities, roads, electricity, schooling and 
health facilities of the same standard as the 
^verment provides for privileged ftunilies 
in Patna or Delhi, Why should a labourer 
settle for less for his or her child? On what 
basis can a policy-nuker justify a different 
standard for them? 

Unfortunately, there are bound to be severe 
limits to what the government is willing to 
do in the present framework, especially since 

the electioiu are round the comer. Laloo 
Yadav has already started making the neces¬ 
sary moves towards a lie-up with (iingreii, 
win over the rajputs to his camp and thus 
add ‘R’tohis‘MY’(Muslimandyadav) base 
and make it, as he puts it. ‘MR Y'. His patty, 
Rashtriya Janau Dal (RID), would therefore 
not be interested in antagonising the leftover 
upper caste-class Congress supporters who 
have not as yet changed over to BJP. Even 
though the Arwal constituency was won by 
aJanauDal (nowRJD)candi-diite,Rajinder 
Singh (who was a member of the CPKML) 
Liberation for 14 years) in the assembly elec¬ 
tion of 1995, it is largely believed that the 
ruling partywould do little to address the real 
needs of tte people. This would go against 
the general strata in dealing with the victims 
of massacres - the more unsatisried they 
were the greater the chance that they would 
lose conridence in the ML leadcndiip and 
seek protection with RJD. Besides, it should 
be remembered that Laloo Prasad Yadav had 
during the course of his election campaign 
in Bhojpur in I99S unabashedly admitted 
that ‘M^ai ko Bhojpur se ukhaine kc liye. 
mai narak ki takato sai bhi samjhoia 
karne ke liyelaiyarboon’.(Inordertouproot 
CPKML) from Bhojpur, I am ready to 
compromise with the forces of hell.) Here 
the reference was to BJP which is known 
to be patronising the Ranbeer Sena. During 
the Lok Sabha election campaign in 1996, 
Chartdradev Prasad Varma (recently union 
minister), who was JD candidate from Ara, 
even deiiianded a lifting of the ofTicial ban 
on Ranbeer Sena. 

Can anything better be expected from the 
opposition? Sushil Kumar Mody (BJP), the 
leader of the opposition in the Bihia assembly, 
while condemning the massacre and asking 
for the resignation of the chief minisier, main¬ 
tained silenoe over the question of Ranbeer 
Sena. Even though BJP leaders have time 
and again denied any liidts with the Sena, 
they ha ve not forcefully pressed for the arrest 
or disarmament of Ranbeer Sena membets. 
Each political party is using the massacre 
to make a political point over its opponents, 
to lake potitical advantage of the situation 

and now increashigly as andecrion plDform. 

Even the deaths of dalils in such a Imiial 


manner is not aide to touch wdiatever ii 
human in these individual politicians. 

The children of Laxmanpur-bath had never 
seen a helicopter (a helipad had been installed 
on the banks of the Sone), nor so many cars 
of different shapes and sizes. If it was not 
a serious occasion, oim would want to laugh 
so much that one would cry. Inugine it at 
a pantomime and the main character 
announcing, ‘Logo’ (people), didn't you 
always ask - who is the government? Where 
isthcgovenunem?Meetthe ‘■tnikhyamamri’ 
(chief minister), the ‘rakshamantri ’ (defence 
minister), the DM Si,i leb, the OGP saheb, etc, 
etc’. The meaning of the word ’sarkar* was 
finally sinking in. It was very apt. What else 
could it be but ‘sir’-t-’kai’ It was ironical 
that again the taxpayers’ money was not 
being used in the most useful manner. 

Basanti.ayoung ’bahu’ (daughter-in-law) 
in the tola who is not allowed to venture out 
of her home, watches everything from the 
entrance of her bouse. She rightly observes. 
'Bahri aadmi lasho ko dekhe hai tamashe ki 
tarah. Par hum logo ka to parivaar tha, is 
liye jyada mamta tha. Hadas ke chalte nahi 
dekhe’. (Outside people have seen the dead 
bodies as though it was a ringshow. But they 
were our Tamily members, we had more 
attachment for them. We could not bring 
ourselves to see the bodies, due to our grief). 

Notes 

1 Besides the main village of LaxiiMnpur4i«ih 
are its four tolas: Batubigha. Siyalubighai, 
Dankahigha and Mahavir ganj. The main 
Village and Batanbigha tola are moldcasie. 
The two main laiK<owrang upper castes, 
hhumihais and rajputs, roughly in equal 
suengih (30 and 20 houses, respr^vely) are 
located in the main village. Baidcs. in the 
main village and Batanbigha there is a high 
proportion laboul 83 per cent) of dalils and 
lower backward castes, a large propottioa of 
whom are landless. The other three tolas have 
a large proportion of upper backward castes 
like koens and yadavs. 

2 After the massacre, the DM was quoted as 
saying that he would resolve all the ouutan- 
ding land issues in Jehanabad district within 
a wrek! 

3 Both, CPI(ML) Liheniion and Patty Unity 
mentioned that Ranbeer Sena have till date 
never targeted any of the strot^hoMs. Theif 
usual tactic It to strike where resistance is leail 
likely. 

4 It should be noted that when the Ranbeer 
Sena was farmed in late 1994. it was purely 
an organisation of bhumihar lawUotds of 
the area. At that point, it was dear dial there 
was no way that the raipurs would join it tioce 
the very impiratioa at the Sena was one of 
their anceiion, Ranbeer Chaudhary of 
Belatir village who in the early part of this 
century IS known to have driven out the ntjpou 
from the village. However, the rejpnt 
involveinent h) Ranbeer Sena haa become dear 
since the Buhaid tola maataTe on July 11, 
19%. 

5 See Ptmt.AgrnrKaiConflirt in Bihar and the 
Xtmitrr Srna. New Delhi. 1997. 





expand its base beyond Bhojpur. Sinceeady 
this year, it has tri^ to be active in the bonier 
areas of Bhtq pur, i n Patna (Jalpura, Habispur, 
Indo) and Gaya (Machil village) districts 
and has had several skirmishes with Patty 
Unity in these regions. Recently on November 
11, Ranbeer Sena activists unsuccessfully 
tried to disrupt a rally organised by Mazdoor 
Kisan Sangram Parishad (MKSP). a mass 
from of Party Uirity, in Ara by throwing 
hand-grenades at the podium and the 
assembly. A notable development is that 
Ranbeer Sena has also targeted CPI(M) 
supporters in Habispur village(Dulhinbazar 
th^, Patna), killing 11 dalits, in retaliation 
against an encounter with Party Unity in 
Jalpura (Patna) in which four act) vists of the 
Ranbeer Sena were killed. All these various 
instances as well as the masssacre point at 
the intention of the Ranbeer Sena to not only 
root out naxalism from the plains of central 
Bihar, as it had promised to do in one public 
meeting earlier this year, but also to nip all 
efforts at urgani si ng the rural poor in the bud. 

This fact seems to be clcaiiy understood 
by labourers in the region. As a labourer of 
Bathe said, ‘Yahsabpaitkekaranhihoraha 
hai. Ham log aadha pait kha kar ke aapka 
kaam karte hai. Jab pura pait khanai ke liye 
mangtai hai to marai jaatai hai'. (All this is 
a matter of hunger. With half-filled bellies 
we work for you. When we ask for a full 
stomach, then we are killed.) Indeed, what 
alternative do agricultural labourers have? 
As a woman labourer said, ‘Hum log sahi 
majdoori ke liye nahi mange to kya karai? 
Un logo ka klreti bhi hai aur naukri bhi. 
Majdoor ka deval nuudoor hai. Vah mange 
ga nahi?' (If we do not ask for fair wages, 
then what do we do? They have land as well 
as secure jobs. A labourer has only her wage. 
How can she not ask for more?) 

IV 

After the Massacre 

In the post-massacre phase, the response 
of the government included the usual relief 
and development package which follows 
most massacres. Indeed, people of central 
Bihar become entitled to 'development' only 
after a massacre. In this case, due to the large 
number of victims the response has been 
mote generous - cash payments of up to Rs 
2 JO.OOO per victim (from the centre and the 
state coffers), houses under the Indire Awas 
Yciina (it has beat repotted thtt the bricks 
given were of veiy inferior quality), wheat 
rations (SOkgs, itgainof poorquality, unclean 
and worm-eaten, not fit for human 
consumption), a ham^mp, amongst other 
relief measures. Besides, agencies such as 
Red Cross have provided blankets, dhotis, 
bticuita, etc. A question has been raised in 
the case of those families where there are 
DO survivors, as to who would receive the 
compens«j<m. Atanokl woman putit, ‘Jitke 


vaha koi diya baine ke Uye btu naU bacha, 
toklskodetige?' (Where theieUnobody left 
even to light the lamp, then to whom will 
they give?) Widowed daughten, such as 
Rukmini Devi, who was dependent on her 
father, Gariban (^haudhaiy and brother. 
Mahendra Chaudhaiy, are hoping to receive 
part of the compensation. Tliere are other 
cases wliere sons-in-law are staking theiT 
claim. Besides, the government has made a 
series of diverse development-related 
announcements, such as a ^an to lay the 
foundationsoflbepropoiedpowersubstation 
at Arwal (a long pending denumd of thearea) 
andof the long-awaited Agnurhydel project. 

On the night of December 6,1 was witness 
to 'kudki-japti' (raids) opentions by the 
police in Laxmanpur-bath village. As one 
walked from 'gali to gali' (lane to lane), there 
were h uge wal Is on each side; these belonged 
to upper caste households, clearly more 
prosperous than the lower caste membeis of 
the village. No villager was visible. I was 
told that the tola more or leu empty. In the 
wake of the massacre all the kblc-bodied had 
fled. The DSP and the thana in-charge were 
supposedly leading the operation with the 
helpof30 or so chowkidanof nearby villages, 
who had been employed for the purpose. But 
what seemed miuing wu t)ie tension, a 
sense of purpose and urgency. Household 


Itema Uke dwits, quihs, tia trunks, ets, had 
been confiscated. This. I was toM, was the 
first day of such anoperatiOTLhwu not dear 
what the point of it waa. If the aim was to 
catch the suspects or thdr arms then tUt 
should have bm done immedlatdy after the 
massacre, not five days later. The tendency 
on the part of the admldsintion to exaggerate 
their accompUshmems ii revealed time and 
again. Fbr example, the chowlddars stated 
that they had dcnekudU-japtlofthreebouan. 
When I asked the same question later to the 
district magistnile, who visited the village 
that night, the reply wm five bouses. And 
when the same queahoB wu put to the DSP. 
he said 10 houses. 

As on December 6,1997, the polioe had 
arrested five suspects, fourof whom belonged 
to Che rajput caste; three were PIR-named 
accused, namely, Ashok Singh (rajput), 
Baleshwv Singh (bhumihu) and Surmdn 
Singh (rajput).^ Acrou the Sm in Bhojpur, 
the polioe sources claimed that u many as 
35 upper caste men had been arrested ton 
various viUagesinSshar.MeanwUleadmow- 
ledged leaders like Barmeshwar Singh. I 
'mukhiy a' of Kbopira village (Udwanlnagtr I 
block, Bhojpur) and Kamal Kant Shanm| 
(noted Congress leader) an stilt free. 

The general population seems to have los I 
all faith in the police administration. [ 
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Aooonfiai to media raportt, dw police had 
pfior infonnadon (hm the govenunoit 
intelligence wing reganUng the pouibility 
of mch a manacie but no action was taken. 
In lecem month* many police pickets wen 
withdrawn from cential Bihw diitiicu, part 
of the reason being that they were iU- 
eqdpped.Asitis,thepolicecainpsand police 
pid^ have proved to be both ineffective 
as wdl as bias^Raidydoes one find exam¬ 
ples of preventive action. Instead, there are 
many cases wherethepoliceforcehasopenly 
cdluded with the upper caste-class lenas 
against the naxalites. A recent example is 
thatofJalpunvillage(Patna)onPebniiify 1, 
1997, when the pdice fought along with 
RanbeerSenamembeninan 18-hourencoun- 
ter with a PU squad. Likewise, in the wake 
of the Haibaspur (Bikram, Patna) massacre 
of I0inusahanoaMarch23,1997, the police 
was infonned withi n two houn of the killing 
but arrived 12 hours later, even though the 
pdioe Mian was only 3 kma away. In ccntrast, 
after the retaliatory action by PU inRaghopur 
(PM^ abhumOur village, on April 21,1997, 
the polioe arrived within half an hour of the 
killing and pursued the PU squad.’ 

V 

Has the govcnunera done enough? As has 
been the case in countless other massacres 
in die post4ndependence history of tural 
Bihar, after Ihe Laxmanpur-bath massacre 
too there has been a beady cential and state 
government response in fait-fotwaid mode. 
But soon, it would seem, there will be total 
lilence. In response to massacres which are 
due to feudal agrarian relations, social and 
economic inequities, and violations of basic 
democratic rights, Ihe central and the state 
governments do everything other than what 
really needs to be done. No attempt is made 
toaddresf the roots of theclass-caiteconflict- 
No attempt it made to answer the question 
that stares bhudtly at anybody who cares to 
look mto those mud hovels where every 
possession seems to be Ihe colour of mud, 
to have, been carved out of mud - whether 
it be the chullah, the kothit, the matkat. Few 
houses can afford even a kh^a. Ihe tire of 
which can very reaUstkally give away the 
clan that the person may beking to (in 
comparisoii to nnaU-iixed khatia of the 
dilits, those of the upper classes are always 
longer and broader). A sturdy wooden door 
is often ■ luxury. In spite of being ill-fed. 
ill-clad, ihelrclukltensliiveringin the winter 
=old, tfaeae people, even in the wake of a 
personal tragedy, havecflough humanity left 
in them to enquire, “^ave you eaten? Do 
fou have a place to sleep tonight? Are you 
enoughr How can a go venunent face 
lieie people? 

The least that a lesponiible governmem 
^ do If to ensure that the labourers hi the 
egjougetthelrbi sl c e Kl tteroents: frirwages. 


impleinentstioa of tenancy laws, and distri¬ 
bution of ceiling surplus land, gainnajurwa, 
bhoodan and math land to the landless. 
Further, it should ensure that they have basic 
amenities, roads, dectricity, schooling and 
health frdlities of Ihe same standard as the 
govennent provides for privileged families 
in Ptdna or Delhi. Why should a labourer 
settle for less for hit or her child? On what 
basis can a pohcy-malrer Justify a different 
standard for them? 

Unfortunately .there are bound to be severe 
limits to what the government it willing to 
do in the present framework, especially since 
the elections ate round the comer. Laloo 
Yadav hat already started making the neces¬ 
sary moves towards a tie-up with Congress, 
win over the nyputt to hit camp and thus 
add 'R' to his ‘MY’ (Muslim and yadav) base 
and make it, as he putt it. ‘MR Y’. His patty, 
Rashtriya Janata Dal (RJD), would therefore 
notbeimerestedin antagoniting the leftover 
upper caste-ciass Congreu supporters who 
have not as yet changed over to BJP. Even 
though the Arwal constituency was won by 
a Janata Dal (now RJD) candi-date, Rajiixler 
Singh (who was a member of the CPI(ML) 
Liberttionfor 14 yean) in the assembly elec¬ 
tion of 1993, it is largely believed that the 
rulingpartywoulddolittletoaddreuthe teal 
need* of the people. This would go agaiitsi 
thegeneralsinaegy indealing with the victims 
of massacres - the more unsarisTied they 
were the greater the chance that they would 
loK confidence in the ML leadenhip and 
seek protection with RJD. Besides, it should 
be rem embered that Laloo Prasad Yadav had 
during the course of his election campaign 
in Bhojpur in 1993 unabashedly admitted 
that ‘Malai ko Bhojpur *e ukhaine ke liye, 
mai narak ki lakato sai bhi samjhota 
karne ke liyetaiyarhoon' .(Inorderlouproot 
Cn(ML) from Bhojpur, I am ready to 
compromise with the forces of hell.) Here 
the reference was to BJP winch is known 
to be patronising the Ranbeer Sena. During 
the Lok Sabha eiectkm campaign in 1996, 
Chandradev Prasad Varma (reoenUy union 
minister), who was ID candklaie frw Ara, 
even demanded a lifting of the official ban 
on Ranbeer Sena. 

Can anything better be expected from the 
opposition? Sushil Kumar Mody (BJP). the 
leaderoftheopposiiioninlfaeBiharassetnUy, 
while condemniiig the manacre and asking 
forthcresignstion of the chief minister, miin- 
Utined sUeace over the (piestion of Ranbeer 
Sena. Even though BJP leaden have time 
and again denied any links with the Sena, 
they have not fbrceftilly piesaed for the arrest 
or dUsnnament of Rimbeer Sena membe r s. 
Each polhical pmty is using Ihe massacre 
to make a poHtM point over its opponents, 
to take polftiad advattage of the sitnaiion 
and now incnashig^ as andectionplatfonn. 
Even the de a t h s of ddits in such a bnilal 


manner is not able to touch wtutever is 
human in these individual politiciatu. 

Thechil(kenofLaxraanpur-bath had never 
seenahelicopter(ahelipad had been installed 
on the banks of the Sone), nor so many can 
of different shapes and sizes. If it was not 
a serious occasion, one would want to laugh 
so much tb^ one would cry. Imagine it as 
a pantomime and the main character 
announcing, ‘Logo’ (people), didn’t you 
always ask - who is the govemmenl? Where 
isthcgovcirunem?Meetthc ‘mukhyamantri’ 
(chief minister), Ihe ‘raksbamaniri' (defence 
minister), the DM ssjieb. the DGP saheb. etc, 
etc'. The meaning of the word ‘sarkar' was 
finally sinking in. It was very apt. What else 
could it be but ‘sir'+’kai’ It was ironical 
that again the taxpayers' money was not 
being used in the most useful manner. 

Basanii.ayoung 'bahu' (daughter-in-law) 
in the tola who is not allowed to venture out 
of her home, watches everything from the 
entrance of her house. She rightly observes, 
‘Bahri aadmi lasho ko dekhe hai tamashc ki 
Utah. Par hum logo ka to parivaar tha, is 
liye jyada mairiu tha. Hadas ke chalte nahi 
dekhe'. (Outside people have seen the dead 
bodies as though it was a ringshow. But they 
were our family members, we had more 
attachment for them. We could not bring 
ourselves to see the bodies, due to our grief). 

Notes 

1 Besides the miin village of LaxnuMpur-halb 
ate its font tolas: Bawnbigha. SiysNbigha, 
Dankabigha and Mahavir ganj The ratin 
village and Batanbigha tola are mullicasK. 
The two main landowning upper castes, 
'bhunuhars and raipais. roughly in equal 
sttength (30 and 20 bouses, lesp^vdy) are 
located in die main village Betides, in the 
main village and Batanbigha tfaefC is a high 
proportion (ibo« 85 per cent) of dalils and 
knwr backward castes, a large pcoponion of 
whom ate lanchess. The other dime tolas have 
a large proportion of upper backward castes 
like koeris and yadavs. 

2 After the massacre, the DM was qaoted at 
saying ihal he would resolve all the ouislaii- 
ding land issues in Jehanahad district widua 
a week! 

3 Both. CPI(ML) Liberatioo and Party Unity 
mentioned dial Ranbeer Sena have till dale 
never targe^ any of the siiei^bDldt. Their 
usual ttctic is to sttike where lestsiamc is least 
likely. 

4 It should be nosed dial when the Ranbeer 
Sena was formed m lale 1994, it was purely 
■n otganisation of bbainihar Indlords of 
die area. Al that point, it was dear that there 
was DO way dwl ihe njpuls would yotn it since 
the very inspiralkin of the Sena sms ooe of 
their ancestors. Ranbeer Chaudhaty of 
Belaur village who in the early pact of this 
century it known to have driven out the rupuu 
from the village. However, the rajpui 
in volvcmcnt in Ranbeer Si-aa has hecome dear 
since the Baihani tola massacre uu July 11. 
1996. 

5 SeePUDR.AgrariaaCni^hrrmBihorimdrAr 
Amhrer Sno. New Delhi. 1997 


Adult Education: Looking beyond 
Literacy Campaigns 

AvUcGImmIi 

National Literacy Mission's total literacy campaigns ^ve created 
among the neo~literate adults an urgent demand for primary 
education of their children and an appreciation of the value of 
education for girls. But in the absence of any initiative toward 
universolisation of elementary education, meeting basic education 
entitlements remains unfulfilled. 

during the celebration or the 50 years of principleof widerpublicpaiticipatioalinkini 
independence, the words of Nehru in his elected rqaesentatives in local bodies, district 
memorable speech in the constituent administration, educational institutions and 
assembly on August 14,1947 midnightwere voluntary agencies to create an upsurge of 
brought to us through Doordarshan, remind- community/peopic’s participation for 
ing us that the important tasks of removing achieving the god of eradicating ilHteiacy 
‘poverty, ignorance, disease and inequality from the district. Needless to say that the 
of opportunity'laigelyremaintobeachieved programme was highly successful and led 
The most glaring and shameful failure is to the formulation ofthe'Emakulam model* 
India's poor achievement with regard to ofTLXZ in other districts. Very quickly, the 
litetacy and basic education. The president adult literacy programme expanded to cover 
of India K R Narayanan rightly cdled it a many districts in several states till it reached 
disgrace during his speech in [mrliament at the difficult tract of the Hindi heartland. The 
mi^ght of August 14. Notwithstanding the expertcommilteesetuptoevaliutetlieinipact 
hope and promise of substantial increase in of TLCs unhesitatingly commented that it 
allocation for education, to the extent of 6 'has been among the best things promoted 
per cent of GDP, apparently the ground by the govemrnem since indepmdence' in 
realities of ‘resource crunch' permits only thesocialsector,mainlybecauseTLCssaught 


cotaalalboiidagB.'riwliiiBmiexpoiieneehBs 
been cudout mtd onhtae dioitgn snoeeiaftil 
iddally. Ktnvever, adnlttliig and reoogoMng 
tbemany flaws and fiilateaof the‘campaign 
approach' even as early as 1994 - the 
pr^enas faced in the Hindi heartland, the 
absence of people's pattidpadon and over- 
bureauciatisation - NLM condmied with the 
same TLC strategy and tried to bolster it with 
better momtodhg, failernal evaluation and, 
presently, with a revi val effort through what 
is called ‘Operation Restoration'. During 
this period, the programme continued to ex¬ 
pand to fcachacoverageafover400<iiftticts. 

In many districts where the TLC has been 
launched, the preparatory groundwork to 
idencily acoreteam of committed individuals 
to provide leadership to the literacy campaign 
with wide popular support was not done. 
Weak project plans Ime been approved in 
the rush to exhaust avaflaUe budgets and 
expand the coverage. Offidals in thediatrict 
administration filled the nunaging com¬ 
mittees of the zilla saksharta samithi (ZSS). 
and the programme wasexecutedinaroutinc 
manner like any other development pro- 
giammeL In sev^ districts, dedaration of 
‘total literacy' achievement was done in s 
hasty manner without careful scrutiny and 
testing. Only in rare and exceptional cases, 
the sensitivity and personal initiative of an 
inspired collector may have yielded some 
lesiiits for a while. 

In its inability to effect mid-course cor- 


a marginal increase in the allocation to wide participation of people and invoked the rection and shift/change from the strategy 

education according to the Ninth Plan voluntary spirit and left paitidpanu with a ofTLCs, the weakness of a goveminenl or 

document that is being finalised. It is a pity tangible feeling of Khievemem. administration-led and funded ‘people's I 

that the prime minister chose only to declare ’The success of the TLC strategy in the movement' has shown up. Having found a I 

a ‘war on corniption' rather than focus on initial years was partly because it was tried convenient mechanism to transfer project I 

the non-accomplishment of universal out in states like Kerala and Tamil Nadu fundsdirBctlytoZSSs,bypassingaitdcuUing I 

elementary education, unacceptably high where the problem was not so acute and short normal financial procedures of I 

incidence ofinfsntmartaiity/m^idity and papular support and volunteer participation govermnmttandevolviqgaietof'guiddines’ I 

widespread prevalence of discrimination was forthcoming in large numbers. Perhaps forplanningandimplemeittingaTLC.NLM I 
based on caste, class and gender. an exception hu been Himachal Pradesh has refused to ackno^edge the shortcomings ■ 

It has been successfully argued, with where the commitment of the state and therefore abandon the strategy of TLC I 

evidence from many other Asian countries, government to basic education ensured that which, admittedly, was successful under ■ 
lhatahighlevelofliteracyandbasiceducatimi the statewide TLC was executed with dedi- ceitainfavounbleconditioniaiidDowfailing ■ 
is a necessary precondition for the introduc- cation and determination. While conunen- undera difleientietofpfevailingoonditions I 

lion of economic lefonns like dentation dable work has also been done in some It has to be recognised that a laige-scale I 
and removal of trade barriers. The economic disiricu of Bihar, Orissa, Rgjasthan and campaign for literKy is an effort to spur I 

expansion that takes place thereby is assimi- Madhya Pradesh and the literal campaign some dynamism and will to change among I 

lated and shared more widely through, what focused on the need for basic education and a vast nunfoa of adulu who aro burtirtwrl ■ 

has been termed ‘participatory growth' or the community’s role in this regard, the by their daily circumstances and prevailing ■ 

people-centred growth. Positive state inter- campaigns have not been sustained long social conditions of discrininatioD and ■ 

ventionandgreaterpublicconceniandaction enough. The achievements therefore have injustice. They come to believe and effect ■ 

ontiieissue8ofbasiceducation,betlcrbealth been very limited.This, in fact,has been the some poritive duuige in their own lives I 

care and other measures of social security weakness of Ihe TLC strai^. through literacy and associated practice of I 

are,thefefore,necessaryforanyprogramine While it was correctly envisag^ that the groi 4 >discussion,iDfonnMtioo and experience I 
ofeconomicreformsto succeed. Sadly, such initial social mobilisation for a time-bound sharing, and co-operative and collective I 

public concern is lacking among the campaign provides the inspiration or spark action. lYaditlonally dUadvaotaged groupt I 

inieUlgentiiaBndinIheinediatnourcountry. fora mass participation of people, volunteer- Iniockty.woniena^meni b c n ofsdii^lrtl B 
For a short while during the era of the high- ing their time and energy, for a cause like castes and tribes, came forward with hope I 
profik technology missions, some attention literacy, the follow up jmigrammc (what is and expectancy in areas ctf TLC implemen-1 
was given to issues like inuttunisaiion, safe comm^y referrad to as post-liter^ and tation. In most cases, ut^Mtuoaiely, thed ■ 
drinUag water and literacy along with talk continuing education) was not worked out hopes have been bdM by the uncaring ■ 
ofpeapfe'ipartictpalion and social audit of clearly. By definition, a campaign has to and manner of execution of the TLC and tK ■ 
th^ pro giani nie s . The diatrict-bated total can odyteeffoctive over a sh^ period of abeence of appropr ia te kwg-tenn fallow up ■ 
literacy campaigns (TLC) emerged u a time. If it does not work within that time, through a sushtinedcommunity-baBedadiiltl 
programmeitrat^fortheNationalLtoacy the strategy hastobeabandoncd.lnleniatiooal eduotion p ro gnum ne. I 

Mi^on (NLM) against Ibis background. experience pf successful Hlency campaigns 'Hn classic, and now legendary, power^ I 

The TLC in India started in 19S9 in have been usually in the context of revidu- anti-arrack movemeid launched by rural 
Etnakulam diitiict and was founded on the tionaty socialtnaw fo niirtionorfteedomfiwn wcHtten in NeUore (Ustrict became possit)k| ^ 
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bacauMthe UtenKy oeiitmprovideda Ainiin 
far womeo to mek, ilure expetkncet and 
dlKun iuues. One leiion in the literacy 
primer narrated the account of a neo-litende 
woman galvaniiing other women in the 
village to ckwc down the arrack rimp. While 
it waa itever NLM's intention to create a 
coofrontatiQatwtweenpeopleandtheadoiinid- 
latkMi. the fadlitative factor* of a volunteer- 
baaed and loosely atnictured ptogtamme 
provided the apace for people to think and 
act freely. The enthuriaam, energy, courage 
and determination to cany through the 
struggle came from the women themrolves 
once they had lost their initial timidity and 
reserve. The district ofTicials and the literacy 
woiken, on their part, facilitated md provided 
positive support to their cause. 

The women ofNellore have mo ved forwnd 
since the anti-arrack movement to start thrift 
andcieditgroupsknownas'I^adupulakshnu'. 
Beginning in mid-1994, these groups 
generated substantial savings amounting to 
Rs 6 crore till March 1995. nfhe literacy 
campaign made us aware, the and-arrack move¬ 
ment gave us confidence; and Podupuiakshmi 
(savings groups) empowered us" according 
to members of Podupulakshmi groups. 
Again, this kind of dynamic leadership 
provided by acoilcctivetrf poor, rural women 
when freed from or given an opportunity to 
leam and act indepoidently, is not unique 
to Nellote. Experiences the Mahila 
Samakhya and other women’s progrartunes 
ha ve similar accounts, though these may not 
be as dramatic and on an equivalent scale. 

Technical achievements of ‘literacy 
competencies' may or may not have been 
exct^onally high in Nellm but it did not 
matter so much. The TLC provided, for the 
first tinK on such a laige scale, a forum for 
participation and dialogue, discussion, 
learning and sharing among volunteers 
(agents of change) and learners (those 
(Mious of change). Wherever the TL^ has 
been successful, at least the major 
achievement has been a greater and urgent 
demand for prim^ education for the childien 
and an appreciation of the value of education 
for girls. The recent study commissioned by 
NU4 confiims this thiwgh the empiric^ 
evidence gathered in the three districts of 
Birblnun. Damka and Bllaspur. 

India's commitment to the goat of 
education for all (EPA) and ensuring ev^ 
individual's entiUement to basic ed^ation 
has to be met tlvough an urgent thnist to 
aniversalisttion of elementary education 
[UBE). Quality of primaiy eductfion has to 
improve and drop-out rate has to be brought 
down drastically. The laigeraunbefs reaching 
•duldiood without basic literacy has to be 
cmiained before that. After all, today’s adult 
non-IHentea are a testimony to the failure 
of our ptogramnieof primary educttiofi. The 
progtmneofNLM through itsTLCitrat^ 
bns been a fairly successful supportive 
'>Kaue,i() iflect lileiacy nies among aduhs. 
^^owever, it cannot be a key luntegy for 
'Medni basic education entitlements. It is 
like ‘noppini the floor while the ups are 
''■'Udng*^ Hie renewed initiative toward* 


DEB cannot be allowed to fttil in the hope 
of correcting it through an adult literal 
prograrame! 

Hie NLM's programme of TLC has 
demonstrated the keennea* among people to 
learn and participate in sodal processes. The 
value of education and learning in Ufe is 
being appreciated and this has to be the thnut 
for educational stntogies for adulu with a 
focus on, what is bdng called 'learning 
throughout life' by Unesco’s international 
commiision on education in the 21 St oentuiy. 
The pieseot focus of NLM on literacy hu 
to shift, and similaily the miuion-mode, 
time-bound thrust of NLM should give way 
to a more durable and sustained progmune 
of adult education that responds to tbe needs 
of adults as individuals and also IS members 
of disadvamaged groups. 

The strategy for adult eduemion hat to go 
beyond literacy, though ensurii^ literacy 
where it it necessary. The objective should 
become devising appropriate ^h education 
programmes relevant to the prevailing condi¬ 
tions. For example, a vast number of adoles¬ 
cents and young adults have to ptqiare them- 
selves for the world of work and responsi¬ 
bility. Even those who may have tudi mentary 
education from the few years speiU at existing 
primary/upper primary schools may not have 
the conftdmce or ad^iale competence to 
face the challenges of a changing work 
envirorunent. cspeciidly with regard to new 
lechnologiet ai^ production processes as 
well aa health and environmental concerns. 
Migrants to the towns and cities require 
prepmation that goes beyond specific skill 
training on to avraieness of minimum wages 
and ri^Hs of woricers. 

Elected representatives to the panchaytts, 
particulariy women, need to acquire the 
ability to asseit themselves in the correct 
conduct of meetings and leam the skill to 
obtain infonnmion and ensure that tasks are 
assigned and executed satisfactorily. In this 
context, the successful struggle for the 
legislation on the right to information 
insisting on tra n sp a rency of devetopmem 
projects in Rajasthw and the *Jan Sunwaii’ 
(public hearings) is a indlblazer for the kind 
of graw roots-based adult educational 
actirities that should be undertaken more 
widely if a more paiticipatoiy democracy is 
to evolve in this country. 

Such a programme of adult education 
cannot be centrally designed or pursued 
unifonnty all over the country. Nor can it 
be introdticedon a mammoth scale in all the 
districts where TLC and its follow up 
programme of post-literacy and continuing 
education are in operation. Learning 
straU^es for programming will evolve 
tluou^ a process of interaction between the 
leainere and activists/vohinteen recognising 
the specificneedsand aspiratioasof pvticular 
groups. There are numerous examples from 
the field whm voluntary agencies and 
devdopmem wotken have facilitated thb 
kind of partidpasory planning and trainiiig 
progrimmet fiw women and men in areas 
of Mdi, agriculture, environment and ratal 
developnem. 
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Leadership programmes for elected 
memben of panchayats have thrown up 
interesting case studi^ like the Kaniataka 
women panchayat members training 
progranune, through the use of satellite 
technology of using one-way video and two- 
way audio for interactivity among learners 
and resource persoiu looted in different 
parts of the state. Severai state goveraments 
are in the process of acquiring and 
establishing their own earth stations and 
installing C-band antennas and TV reccivert 
at district headquarters (if not in the blocks) 
for audio conferencing training of hralib 
and agriculture fieiu functionaries and 
primary school teachers. Such systems will 
have capacity for organising programmes 
for training of adult education workers at the 
village level. There are many _reas where 
community woikers at the village level are 
neerM - preventive health care, sml and 
water testing, environmem conservation, 
participatory planning for village develop¬ 
ment, to ntention a few. Some bi^ citizen¬ 
ship training and specific sldU d e v el opme m 
could form the core of a commuiiity-batcd 
adult education programme winch should 
also include litor^ as and where necessary. 

A nu^claim of the NLM is the induction 
of alar^nuniber of vohmtecis in the literacy 
programme. These voluntoen are young 
persons, students and unemployed youth 
who have given Ihetr time in serving the 
community and through that, deepened their 
understanding of educational processes. 
These volunteeis have in many areas ofTLC 
progmmnes lakenupsocial and developme n t 
issues for redressal or impletneatatioo with 
the activepaiticipatioo of neo-literme groups. 
In Kerala, such groups have participated in 
(he formulation of village levddeveiopmeat 
plans that have been incorporated in the 
block and district plaiming process for Ike 
finalisatian of the state's Ninth Hve-Year 
Plan. The task is to upgrade the skills aud 
capabilities of these literacy voluirteers 
further so that thei r energies and oommilaaeat 
arechanneliaedfor awidercomnaaaty- b aie d 
adult education p rog ramm e. 

Education is valuable by itself and 
necessarily improves the quality of Hie of 
individuals. Beginning with deve l opment of 
language and computation skills, and 
progresstiig to d e ve l oping the capacity to 
gatto, process and oigauise inforaiatian, 
solve problems, take d^tioas and expieas 
andconBn u nicatethou^us,kleaaai>dfcAins 
are all hminsic feature* of natural Ifarning 
diat get thwarted if not nurtured and wppatted 
at the devdopmem stage* of dtildb^ and 
adolescence. In our country, num erous 
persons enter adulthood without proper 
education and consequently tbdr sdf- 
confidence it shaky. In a faat-changing 
envmmmemofeooaomicaiidculiinl change 
they will cominoe to be edged out uhhM 
Uieircapnritiea are actively conaoHdmed and 
improvedsoasiocnoountei the waridoiiitkfe 
on equal terms. Providing oppartmudes (Or 
this learaing, discovering ‘the treasure 
within',at has been calledbyUiiesco,tbouM 
be the god oftheaduh education programme 
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fivihe(utBre.TbecliiilKqpbeAi««l«^ 
is to design ■ pfogeafnae 
operation arith learnen and devakpaam 
workers, social/poUtkal activiiti, voluntaiy 
agencies, cominumty-baied organiiatiaiit, 
pancbayati ny institutioiu and other edu- 
cational institutions, that will makeit possible 
to realise such a broad ot^ective of »<riitt 
education on a sustained and ongoing basis. 
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George Wald: Scientist in Dissent 

Deb Kumar Bose 


George Wald the Nobel Prize winning physiologist, who died in April 
this year, belonged to the class of scientists for whom science and 
society were bound in one universe of bwwledge. 


GE(WGE WALD the renowned scientist 
highly regarded for his forthright views 
against the attempts to misappropriate the 
services of the scientists to political ends, 
passed away in April 19^, in the US. Wald 
bom in 1906, was not widely known in 
India. 

Geoige Wald’s range of interest extended 
from the depth of human eye over which he 
spent his lifetime of research to the breadth 
oftniman vision transcending the boundaries 
of disciplines in science and humanities. The 
present state ofknowledge about the chemical 
process which activates retinal pigments in 
the human eye to transmute light into sight 
owes most to George Wald. George Wald. 
R Granit and H K Hartline shared in 1967 
Nobel Prize for Physiology and Medicine 
for their discoveries concerning the primary 
physiological and chemical visual processes 
in the eye. Granit had shown earliw that the 
human eye contains three kinds of retinal 
cones each of which is sensitive to adifferent 
band of the high spectrum. Wald and hii 
associttes provided a Mo-cbemi^ bans fte 
Granit’s research by determining that each 
cone contained one of the three pigments, 
tdoe, green, or red. All the pigments had 
the same chroinospheie but with diffetent 
conieiit of opsin proteins. Crriour-bllndneu 
occurred when a persmi lacked certain genes 


that conbolled the production of one or more 
of these specialised opsins. The Nobel award 
was for a most important discovery - of the 
primary molecular reactions to light in the 
eye - which represented a dramatic ad vance 
in vision since it played the role of a tiigger 
in the photo receptors of all living animals. 

Ger^ Wald was famed for hit lucid 
expositions in natural science courses of the 
university. He believed that the teacher mutt 
be the mut cominiRed person in the room. 
Hit commitment however extended beyond 
the classrooms. The sentiment against the 
Vietnam war that swept the student 
cononunityin 1960sfoandaitrotig supporter 
in George Wald. HU lectnies in Ae campus 
helped arcusetHhconsdcnceoftheAmefiMn 
citizens against the govenunem policy on 
Vietnim. The 1960s and 1970s wereatiying 
time for conscientious American citizens 
who stood up against the regressive policies 
of theestaUishmeoL George Waldpublished, 
in a leading national daily, a remarkaUe 
statement addietied to the sckntiits of the 
US wheteherefened to the iMe department 
approadung him to chair a committee to 
guide research on poisonoui chemicaU 
which he was convinoed would be used in 
the disastrous war in Vietnam. He appealed 
to icientiiU to refiue to serve on such 
committees. 
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Wald emi pnoaineM in te ■ovemem 
agalnit nuclear power in die US. Hm Ugh 
coat of iiucletr power with the ttiendam 
riiki of accidents in nuclear power 
stationi, the contimied accnnnlttion of 
weapons grade plutonium and long-lived 
radioactive wuies with no prospect of 
safe disposal in sight provoked wide¬ 
spread resentment around the country. 
Wald lent his powerfkil voice to articulate 
the feelings of concerned citizens against 
the policies of the estabUshmeoL To the 
plea of the nuclear advocates that people 
could not live without nuclear power his 
response was that the reality was that people 
could not live with nuclear power. 'The 
citizens movement scored a ntnal victory 
when the expansion of the capacity of 
nuclear power was stalled In the US. He 
wrote in one of hU articles that “me of 
the notions that Is least compatible with 
democracy is the creed of the expert to 
leave the important decisions in our 
society to professionals, to those who 
claim special knowledge, who snow the 
citizens with complex technical rhetoric 
and indigestible statistics. The reality is that 
most experts have been bought, they are not 
disinterested, they are not woAing for us. 
Fuithermore, most of issues that need 
decisions are less technical than socio¬ 
political. And even the technicalities are not 
at all beyond the capacities of any onhiiarily 
bright person who put his head m them. 
Eveiy citizen his own expert, eveiy citizen 
a politician: that is the real meaning of 
America." 

George Wald visited India on two 
occasions. He addressed tius International 
Energy Seminar in Hyderabad in 1979. He 
also visited Indian Statistical Institute at 
Calcutta during his passage through India 
a lecond time. Thoie who were privileged 
to listen to him were rewarded with the 
image of a scientlit whose cmvictions were 
home out of love for fellow human beings. 
At Calcutta Wald was greeted by a leading 
science movement activiu for his inspiring 
message published in the newspaper in the 
US. He was overwhelmed that his message 
could enthuse people for away from his 
country. George Wald belmged to the class 
of greM scientists for whom science and 
society were bound in one universe of 
knowledge. 


Coircctioa 

In ‘State, Society md Natural Resources in 
Uttarakhand Himalaya'by Shekbv Paihak | 
iEPW, April 26. 1997), there were twe I 
erron. (1) On page 910, column two, Iasi 
pan, seoondline should read as follows: Ihc 
sal fotestt of Thiai-Bhabhar...’' instead of 
“the teak foieitt ofTml Bbabhar...". (h) On 
page 911, cotuiim one, pm two, sixth line 
should read: “By 186S the...” Instead of “By 
1860 the...“. 

Ed. 
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Dalits in Maharashtra 

Challenges Ahead 

pGJogdand 

The disunity among dalits on various fronts is proving to be a major 
hurdle in voicing their unanimous protest against the present trend of 
privatisation of Indian economy and hinduisation of Indian polity. 


recently Maharashtra, especially 
Mumbai, witnessed tension over the 
(iesecrationof Babasaheb Ambedicar's statue 
at Ramabai colony, Ghatkopar. This time 
there were no conflicts between dilTcrcnt 
castes. The dalit protest was directed pri manly 
against the police and the government 
machinery. The episode has generated a new 
debate within the dalit protest movement.To 
understand the roots of dalit anger in 
Maharashtra and the challenges ahead, a 
day's workshop was otgani sed at the Institute 
nfIndianCulture,Mundiai. Inthis workshop, 
activists and intellectuals from the neo- 
Buddhists, matangs, charmakars and 
Christian communities were invited with a 
view to discuss ‘the future course of action’ 
of the dalit movement. 

The workshop began with a brief note 
wherein marginalisation of dalits in all 
spheres was highlighted. To counter the 
hindutva forces and to put an end to the 
process of marginalisation, unity among the 
dalits (dalits of all categories) was the need 
of the hour. In today’s political contest the 
dalits have been talking about the need for 
broader unity, though without addressing 
the differences that persist amongst them. 

Why do differences prevail among the 
dalits in Maharashtra? Is there any possibility 
of minimising them? What could be the 
future course of action for the dalit 
niovcmem? These were some of the basic 
questions addressed in the deliberations. 

Guevances of Non-Mahar Dauts 

Coming down heavily on the neo- 
Buddlusts, the activists from the charmakar 
community maintained that Ka>rolkar’s 
Candidature against Ambedkar in 1930s 
election created ill-feeling against the 
charmakars in Maharashtra. These activists 
further maintained thu charmakars by not 
embracing Buddhism along with Ambedkar 
in I9S6, considerably widened the rift 
between the two communities. Another 
accusation made against tbecharmakars was 
that they were and still are in the clutches 
of the Congress, and the BJP-Shiv Sena 
now. This sense of appeasement and 
patronage enjoyed by the charmakars rankled 
the neo-Buddhists. 

It It against this accusation that the 
charatakars had a different story to tell. They 


pointed out that the charmakars actively 
partici pated in the dalit movement ijght from 
the beginning but they were sidelined by the 
dalit leadership. They further mainUuned 
that the revolutionary message of Ambedkar 
hasbeenbluntedbythe presem neo-Buddhist 
leaders. The dalit leaders had waged struggles 
around emotional and petty issues, and as 
result of it. the basic issues have been 
sidetracked. Moreover, the aaivists from 
charmakar community said that the dalit 
movement never highlighted the basic 
problems faced by the charmakars. 
Illustrating their point, they drew attention 
to the latest problem, viz, cow slaughter, an 
issue which has a bearing on the traditional 
profession of the charmakars. Talking about 
the new economic reforms atxi its likely 
impact on charmakars, the participants 
mentioned that the charmakars are being 
driven from artisans to job-vratkers, and 
further to gaiai (one who siu on roadside 
mending the shoes) workers. Now it is the 
Bohras. Sindhis.Gujaratis and brahmins who 
have captured the leather industry, making 
the life of charmakars miserable. Moreover, 
no attempt has been made by the government 
to develop leather industry. It is pitiable, 
they say, that the eight MLAs from the 
charmakar community in Maharashtra's 
legislative assembly did not even open their 
mouth on the floor of the house during the 
debate on the slaughter bill. It shows that 
ndther the leaden of charmakar community 
nor the RPI leaders are bothered about the 
genuine problems of the chatmakvs in 
Maharashtra. 

The chatmakan would like to retain their 
hereditary oasipation because ofitseoonomic 
security and profitabi lity. As a result an urge 
for education is dying out among them. 

Charmakars consider themselves superior 
to mahars and matangs in hierarchy. Unlike 
the charmakars in Uttar Pradesh, the 
charmakars in Maharashtra do not like to be 
identified as ‘dalits’ or ‘bahujans’. It appean 
that they are in search of identity of their 
own. To minimise the differences with the 
neo-Buddhists, the charmakars desire that 
issues like illiteracy, occupational 
rehabilitation problems of gatai workers and 
proper political representation of the 
charndun be taken up by dalit leadership. 

The matangs, another sizeable dalit 


community in Maharashtra, also are not 
happy with the neo-Buddhists. TbeiT main 
contention is that the neo-Buddhists have 
privatised Ambedkar. This has resulted in 
confinement of AiTd>edkar to one caste. The 
matangs bemoaned the expkniation of the 
name of Ambedkar by the mahars. 
Commenting on the conversion issue which 
has created a wide gulf between these two 
sister comrrainities, the matangs believed 
that even after conversion to Buddhism the 
’neo-Buddhisu’ continued observing Hindu 
rituals and hence there is no real change in 
their lives. Then why should we embrace 
Buddhism?", they fore^ly argued. Further, 
(he activists from the maiang community 
maintained that a sizeable section from the 
younger generation wanted to be a part of 
the RPI unity process but they (matangs) 
have not been taken into confidence by the 
RPI leadership. This is how RPI-mahari 
equation gets well estabi ished. The sidelining 
of the matangs (at least the younger 
generation) has compelled (hem to incline 
towards (he BJP and Shiv Sena. 

The matangs’ anger was directed towards 
the neo-Buddhists for having cornered the 
benefits of reservation policy. It appears that 
this very grudge of the matangs forced them 
to ask for separate reservation quota 
proportionate to their population and further 
to go for AP formula. (TIk Andhra Pradesh 
govemmem split the scheduled castes into 
four categories - A, B, C and D. The maiaa 
were garnering all the benefits of reaeivMion 
in Andhra Pradesh, and against them the 
madigas staked their claim.) 

Dilemma of Dalit Middle Class 

The discussion in this workshop revealed 
that the neo-Buddhist elites were open for 
critical evaluation. Not only on this occasioa 
but on many fora, they have initiated cribcaJ 
assessment of entire dalit movemem. For 
i nstance, scholars in this wotkshopexpreased 
anguish over the confusion (hat has erupted 
among the neo-Buddhisu regarding their 
identity InMaharashtraonecanfindnumbcr 
of organisations such as All India Buddhisi 
Mahasabha, Trilokya and other petty 
Buddhist organisations preaching Buddhism 
according to theirown convenience. It looks 
as if they are killing the rrvolutioury msssage 
of Ambedkarls conversion md of his Buddha 
and His Dhamma. These orginisaiioas do 
not bother about Ambedkar’s perccpt i oii of 
Buddhism. The issue of does ‘Buddhist 
identity’ and ’counter-ideology’ was 
seriously addressed in (his gathering. 

A micToscopic class (aclass ofbetter placed 
dalits) has emerged among the daliu which 
IS indifferem to the concerns of conunon 
dalits and dalit movement. This class is in 
a sialeof dilemma-not complctdy uprooted 
from their own conunimity nor absorbed by 
the savaroas into their fold. They ate. lo use 
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Issacs’s lerm, in a ‘semi>limbo' state. 
Mofeuver.thcreiscrisisbetwecn the educated 
elite and the political elite indalii movement 
The latter have opportunistically used the 
lormer. F<)r instance, when Arun Shourie'.s 
book, Worshipping False Cods-Amhedkar 
and the Facts Which Have Been Erased 
appeared, maligning Ambedkar's image, the 
political elite started knocking the door of 
the educated chtc to give a reply to Shourie. 
The political elite organised meetings in 
Aurangabad and Mumbai on this issue. It 
shows the lack of co-ordination between the 
elites among the dalits which has caused 
considerable damage to the dalit movement. 
The participants were of the view that the 
dalit middle class should define its role in 
dalit movement, otherwise it might fall prey 
to the dalit anger in the days to come. 

Dalit women's problems were discussed 
at length. Their experiences in an unequal 
world were shown. It was pointed out that 
the dalit women are victims of both caste 
and pattiarchal ideologies. Moreover, they 
have been marginalised in both dalit 
movement and women’s liberation 
movement. An interesting .suggestion was 
that even dalit women’s social perceptions 
are not without diversity, and that a section 
of better educated dalit womon have 
inculcated hrahminical value system. 


In the workshop Ihcre was an attan|M to 
build a theory around ‘nationalist id^ty 
of the dalits*. It was argued that to challenge 
hindutva, which is paeudo-iuaionalist, the 
dalits must have nationalist identity of their 
own. This identity will havecultural, religious 
and nationalist contouts. To arrive at this 
broad paradigm, it was argued that Jesus, 
Mohammad, and Pandurang of Warkari sect 
should be brought together and situated in 
‘Bodhisatva paradigm’ which might result 
in a broad-^sed force to challenge the 
hindutva hegemony. This attempt, 
appcarently utopian, aimed at invoking 
revolutionary messages of all religions to 
bring about social change. 

It was argued that Christianity has 
contributed to the rising dalit consciousness 
and the dalit Christiana have a significant 
role to play in the dalit movement. The 
convert^ Christians were largely from the 
dalit community and hence there was a scope 
to bring the Christian and non-Christian 
dalitstogethertofightcommunal forces. But 
what could be the modus operandi to unite 
these two forces was not clearly spelt out 
in the discussions. 

The dalit movement is witnessing 
considerable stagnation on all fronts. Due 
to lack of vision and commitment on the pan 
of the leaders, there has been no consistent 


struggle on basic issues, ‘nwre Is a need to 
demarche between long-term goals and 
shon-term objectives of the movement. A 
mention was made to ‘dalitue* Indiansodely 
emphasising collective living, wockpultuic 
Oa^r as life), scientific knowledge system. 
But not enough serious thought was applied 
to this prescription. Other questions too 
emerged. How to encounter growing 
privatisation of Indian economy? How to 
halt htnduisation of dalits wbm litetaiy 
figures, top bureaucrats, offlcials are seeking 
hinduisation in Maharashtra? How to creah; 
social consciousness among the dalits by 
offering a radical critique of the state? How 
to unite Hindu, Christian and neo-Buddhisi 
dalits? How to resolve current leadership 
crisisindalit moveinem?Whynon-Buddhist 
dalits keep away from the movement? 
How to establish co-ordination among 
various components - theoreticians, acti¬ 
vists, masses and sympathisers - of dalit 
movement? How to develop self-critical 
assessment among the dalits ? It appears that I 
the dalits in trying to capture political power I 
are under-prioritising non-politicai issues ^ 
These are some of the challenges aheac 
which thedalil movement will havetoaddrett! 
seriously. Otherwi se the movement will cease 
to be a protest, felt the panicipants in the 
workshop. 


■ SECULARISM, 
DEMOCRACY, 

JUSTICE 

Implications of Rawlsian Principles 


i 


NAUNIRAJAN 



The concepts of individual liberty and social 
justice were widely viewed as being mutually 
exclusive till John Rawls propounded his * 
Theory of Justice in 1971. Rawls 
demonstrated the compatibility of these two 
goals through the twin principles of 
fundamental liberties and fair equality of 
opportunity. Nalini Reyan utilizes the Rawlsian 
framework - combined with a Kantian 
perspective and a defense of certain state 
policies • to analyze four vital aspects of 
contemporary Indian reality: secularism, 
democracy, social justice and agency. 



1998 ■ 224 pages ■ Rs 295 (doth) 


RULES, 

LAWS, 

CONSTITUTIONS 

editoef by SATISH SABERWAL 

This collection of original essays examines 
the significance of rules and laws both in 
cognition and social existence and their 
importance, along with constitutions, in large 
societies and polities. Representing various 
c^iplines, the distinguished contributors 
review recent historical experiences with 
genera) mles, legal codes and 
constitutionalism • especially in Europe, 
China and India • to provide a basis for 
forming judgments on these crucial issues ir 
the years ahead. 

1998 ■ 292 pagM ■ Rs 350 (doth) 
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High Cost, Low Efficiency Medicines 

WiahvatiUde 


There has been an increasing trend of introducing costly new drugs 
whose clinical trials have either not been done or whose therapeutic 
efficiency is doubtful. 


^ATELY tbcfc has been an increasing trend 

tntrodiicmg new drugs at exorbitant costs, 
rhese drugs are basically molecular changes 
if older drugs. It is said that the Drug 
I^ontToller of India (DCl) takes due care in 
nuoduction of new drugs. But from the 
ollowing examples, one starts doubting the 
XI intentions. 

Serdia Pharmaceuticals (India) is one such 
Inig company that has been morketi ng newer 
noducts at higher costs. They are marketing 
he products under licence from Lcs 
.aboratories Servier, France. This is taken 
inly as a representative example and there 
ire many more such drug companies and 
heir products that arc really not needed, 
ierdia has marketed following products. 


Mxluct 

Pack 

Cost (Rs) 

trcalion vitamin 
'ovenyl - cardia and 

lOT 

99.00 

hypertenaioD 

lOT 

746.22 

iiamicroa - diobetis 

lOT 

94.72 

■lavedon - anti-anginal 

lOT 

96.00 

Himeride - aoti-obeuty 

IOC 

108 52 

ilablon - onti-deprexsanl 

lOT 

NA 

iurvector - unli-^rexsom 
rrivcstol LA - Parkinson's 

lOT 

I46..S3 

disease 

IIJT 

1.10X1 


tiamicron and Flavedon have two or three 
rnmpetitoni 

f'reichrr Intemettumal is the Engli.sh edi- 
ion of the independent PretKh drug bulletin 
'.M Kfvuf Prescrire which was founded in 
I9KI by a team of doctors and pharmacists 
II provide reliable, unbiased and comparative 
ntormaiion on medicinal drugs and other 
herupeutte interventions. Prescrire 
Publications accept no advertising and are 
tiianced entirely through subscriptions. 

Arcalion is a brand of sulbutiamine 200 
ug per tablet. Sulbutiamine was first 
narketed by Servier in France in 1973. with 
lie lume Arcalion. The tablet doses at 100 
tig were discontinued in January 1989. 
caving only 200 mg tablets in the market. 
Ihe product has since undeigone a ‘ validation 
’ruceduK', as required by European directive 
I.V.319/EEC. in the 1983 to 1994 editions 
>1 the French data sheet compendiumlVidal). 
he licenced indication was ‘proposed for 
'ymptornatictreatmemoffunctiuiukl fatigue’. 
'According to a statemmtt by the French 
^‘dicine agency the expression ‘propo^ 
ur' meant that, despite pharmacological 
tnipeities, the clinical indicatkint foragiven 
hug have not been validated in comparative 
hnical trials. 

In the concluskm it says ‘The wording of 
he indications for sulbutiamine is 
tnucceptaWe. The term ‘certain inhibitory 


states’ is meaningless” {Prescrire truer- 
national, August 1996, vol 5, no 24). Mental 
and physical inhibition can correspond to a 
variety of conditions, ranging from exhaus¬ 
tion due to overwork to deptetsion or psyc¬ 
hosis. When a patient complains of fatigue, 
every attempt must be ma^ to identify the 
precise cause: it is not enough simply to rule 
out depression. There ate no clinical trial 
data on which health professionals can base 
their judgment on sulbutiamine. The only 
published clinical trial is totally worthless. 
Neither .Servier group nor the French 
medicines agency should be proud of this 
affair. 

In India, the drug is indicated and promoted 
for vague symptoms like tiredness, lack of 
initiative, weakness, general lassitude and 
feeling ofbeing overworked. Idon’iknow if 
our DCl got some other trialrcpott that made 
him saiKtion the product for tittiketing in India. 

Coversyl is a brand of perindopril 4 mg 
per tablet. It is indicated for congestive heart 
failure and forhigh blood pressure. In Bntish 
National Fonnulary it is Micaied for hyper¬ 
tension and as an adjunct in congestive heart 
failure. The dose is 4 mg once daily in the 
morning. If necessary, tte dosage may be 
increased to 8 mg once daily in the morning. 
That works out to a cost of Rs 27 to R.s 54 
a day for nearly life time. This is an ACE 
inhiNtor and the comparative drugs cost far 
les.s - captoprii (Angtopril of Torrent costing 
Rs 6 to Rs 12 per day), enalapril (En-^ 
of Nicholson costing Rs 3.S0 to 7 per day), 
lisinopril (Cirpil of Cipla costing Rs 3.5 to 
7 per day), and ramipril (Cardacc of Hoccht 
costing Rs 5 to 10). 

Diamicron is a brand of gliclazide 80 mg 
per tablet costing Rs 90 per 10 tablets. The 
dose It 2 tablets a day. working to a daily 
expenditure of Rs 19 and that loo for a life 
long period. There are competitors and ihetr 
price is SO per cent less than this brand. 
These are Glixid of Panacea costing Rs 90.40 
for 10 tablets. Deabend of BAL Pharma 
costing Rs 88 and Glycigon of Arisio costing 
ortiy Rs 45. 

f^v«donisabrandoflrimetazidine20 mg 
per tablet, indicated fur coronary insufri- 
ciency and angina. The dose is one tablet 
three times a day and that works out to a 
daily cost of Rs 29 and (hat again to be taken 
for a long time. ‘The competitive brartds arc 
Trivedon of Cipla costly Rs 35 for 10 
tableis and Cytogard of Nicholas costing Rs 
33. Why is the cost of Flavedon dirce limes 
the cost of the competitors? 

Isomeride is a bnnd of dexfenfluraimne 
for the treatment of obesity. The dose is 2 
tableu a day. costing Rs 22 per day and that 


loo for well over 3 months, as advised by 
the company. In Prance deafenfluraminc 
prescriptions are restricted to hospital specia¬ 
lists because this drug can induce primary 
pulmonary hypertension, which is a rare 
condition of unknown cause. Dexfen- 
lluramine is anew ampbettmine-based appe¬ 
tite sujqjressanL 

According to information from 'French 
drug agency, the most striking finding was 
a staiisiicaJ association between the onset of 
pulmonary hypertension and prior teeaiment 
with appetite suppressants, paniculariy tot 
more thw 3 months in total. ITie French drug 
agency has issued the foUowmg recommen- 
daiion to prescribers “Use roust be limited 
to 3 months" (Prescrire tnlemaiianal, Decem¬ 
ber 1995, vol 4. no 20). But our DCl is happy 
with the instruction “2 capsules daily in 2 
divided doses, I in the morning and 1 in the 
evening, preferably with meals for 3 months, 
withdraw gradually”. Adverse drug reaction 
doe.s not include pulmonary hyperteruion. 

Stablon is a brand of tianeptine 12.5 mg 
per tablet as an anti-depressant. The product 
has been permitted for marketing, but is still 
not marketed and hence the price is not 
given. The company has another anti¬ 
depressant in the market- Survector, costing 
Rs 146.53 for 10 tablets. The daily dose is 
2 tablets costing Rs 30 per day. It contains 
anunepiine 100 mg per tablet. 

Well known problem of over-consumption 
of amineptine was the subject of an official 
survey published in 1989 and hsd to a ban 
on all forms of publicity for amineptine in 
France. Abuse usually begins after about a 
year of treaimenl fo' deptession in subjects 
at nsk. Wiindrawal is extremely difficult in 
subjects at risk - only 30 per cem of peiiciits 
remain abstinent one month after withdrawal, 
and long-term abstinence is very rare. 
{Prescrire International, October 1994. 
vol 3. no 13). This warning is tacking in 
Indian medical literature of Survector. 

Tn vaslal LA is peribedil 50 mg per tablet, 
indicated for Paikinson's disease. The dose 
IS I to4tabletsdaily. Thedaily treatment cost 
works out to Rs 13 to Rs 52. Has Peribedil 
conclusively been shown to be more effective 
than a placebo in Parkinson’s disease? Has 
It been compared to other drugs used in this 
sening in Minded clinical trials? Have the 
incidence and gravity of adverseefTects been 
thoroughly evaluated’.'To these fundamental 
questions the answer is simply ‘no’. In tact, 
no one knows precisely what effecu pen- 
hedtlhasin patients with Parkinson'sdiscase 
{Prescrire Ittiemational, March 1992. vol I. 
no I). 

It is already said that ihi.s company and 
these products ate not purposefully isolated 
but taken only as icprescniaiivv examples 
of costly medicines marketed for indit-anims 
that ne^ treatment fur long umc In such 
products cost IS an impononl consideration 
and the governmem must screen the pnees 
of sudi products. DCT should ceitainly think 
the rationality of permuting .such products 
at such costs. Or is ii the outcome of the 
ecunomic liberalisation? 



Ruble Reform: WiU It Salvage Russia? 

PLDasfa 


The non-functioning of Russian industry and malfunctioning of its 
economy are not likely to he salvaged by Yeltsin’s decision to devalue 
the ruble. 


ON August 4, 1997, president Yeltsin 
announced his policy of “denomination of 
the ruble". He stated that his announcement 
signalled Russia's “final victory over 
inflation”. Beginning January 1,1998, when 
Russia will have currencies and coins of new 
denominations, ihc president declared, the 
country will enter into a new era of economic 
growth. The president sounded euphoric and 
his declamiions were reflective of his tall 
ambition.s about which Russians talk with 
scepticism. However, what remained out of 
the early August announcement was a 
reform of the ruble to be effective from the 
new year. Time will tell whether it will be 
a new year gift for the Russians or another 
round of futile populism. In any ca.se, Yeltsin 
shall go down in Russian history as the 
president who introduced two ruble reforms 
in a five-year span. 

Reviewing all major monetary reforms 
Russia has undertaken this century, one 
always finds a definite prelude correspond¬ 
ing to the prevalent situation. The first major 
ruble reform, was undertaken in 192l,ltinuu- 
duced the Soviet currency, continued for 
three years and by 1924, hail doneaway with 
the old tsarist era currency. The. second 
monetaryrcformwasin 1947. Swiftly under¬ 
taken within a week, its objective was to 
strengthen the ruble and enhance its buying 
capacity. 

Then in 1958-60. Khrushchev had under¬ 
taken a currency reform that targeted to 
ensure superiority of the Soviet ruble over 
the US dollar. The objective was achieved, 
and the .superior ruble continued to reign all 
through the Brezhnev years. Officially one 
dollar was cheaper than one ruble in those 
years. Nonetheless, dollar continued to 
undercut the ruble value in shadow market, 
where it was priced thrice higher than the 
official rate of the ruble. The rat in the Soviet 
economy had started then. None of 
Brezhnev’s successors had taken effective 
measures to contain high shadow price of 
the US dollar. It is certainly Yeltsin's turn 
to streamline the ruhle in line with his post- 
Soviet reform priorities. Although a reform 
seems overdue, Yeltsi n’$ denomination dri vc 
raises some serious doubts about its 
effectiveness. 

When inflation falls, the demand for money 
rises. However, in case of Russia this had 
not happened, sending contradictoty signals 
to the manager.s of economy to be cautious. 
Ttie demand for money continued to fail 
alongside the fall in inflation rate. As a result 
confidence of the people in their currency 


was lost. They banked on the dollar and 
questioned the so-called 'economic stability’ 
claimed by the government. All throu^ 
1992-94, their increasing faith in foreign 
currency was more reassuring than their 
faith in the Russian ruble. Only from 1995, 
along with fall in the rate of inflation, the 
demand for ruble has been steadily rising, 
thus showing a rekindling of hope among 
the Russians in theirairrency togain strength. 
Common Russian.s do not know anything 
about inflation; they see the falling strength 
of ruble vis-a-vis the dollar which hovers 
around 5,800 rubles to a dollar. 

Although in the past couple of years, the 
Yeltsin administration has been able to arrest 
the growth of inflation, which is roughly 12 
per cent this year, the government wants to 
reassure the people about its real intentions 
to manage the economy well. Support of the 
people and their faith in their currency is 
essential for economic growth. The decision 
to lop off three zeroes from the exi sting value 
of the ruble is a step in that direction. The 
government culls this “denomination, a 
technical step to adjust real inflation rate 
with the real demand for ruble, and not a 
monetary reform" in strict sense of the term. 
People consider it a ruble reform since it 
introduces new currencies and coins. 

The denomination objectives remain as 
unclearas itslimingisintriguing. Apparently, 
it could aim at achieving three major goals. 
First, by dropping three zeroes from the 
existing valueofthc ruble vu-a-mthe dollar. 
It could have a positive psychological impact 
on the population that an American dollar 
could be exchanged at just fi ve or six rubles; 
and not at nearly six thousand as at presenL 
Secondly, the phasing out of the high deno¬ 
mination ruble by a new one will certainly 
minimise printing cost for the government. 
Fmall y, it ^ II save laymen from arithmetical 
botheration. After all, the Russians were 
always taught Lenin’s dictum "Better less; 
yes bexter’'. They are happy with the decision 
thatthe ‘kopek’, the lowestdigit of theircoin 
of small return. It is a nostalgic consolation 
rather than a practical solution to the myriad 
economic hardships facing the Russians. 

Besides these simple objectives, Yeltsin's 
denomination drive is unlikely to effea any 
majoreconomic revamp. Counlrieslike Japan 
and Italy are managing their economies well 
with Yen and Lin of high denominations. 
In comparison, the succeM of the Russian 
economy in the past six years is nowhere 
near thm. The Yeltsin a^nislntion had 
apparently failed to gauge iIk immediate 


ecooomic impact of this cnrrency refonn. 
Regardlets of the results Ruuian economy 
has achieved in the last seven yean, Yeltsin's 
apparent failure is discemiUe. The problem 
is not the ruble itself; the declining value of 
the roble is rooted deeply in the non¬ 
functioning of the Ruuian industry and 
malftmctioning of its economy. 

The new ruble will bring to the scene 
currency notes of five difFemt deoomina- 
tions:5,10,50,100and 500. These currency 
notes will be printed at the high security 
printing presses of Moscow and Perm. 
Elesides, it is proposed to have new coins 
of seven denominatians. Pour of these coins 
such as I, S, 10 and 50 will be in the kopek 
series and the rest three like 1,2 and 5 will he 
in the ruble series. All coiru are made in tf 
mint in St Petersburg. The Russian centr 
bank has planned to make available to il 
regions currencies of the new denominatiu 
by January 1, 1998, tlie scheduled date f( 
beginning tlie tefonn when 1,000oldRussia 
rubles will exchange just for one new. 

One tangible benefit the ruble reform i 
likely to achieve is dc-dollarisation. In ih 
initial years of independence. Russia expc 
rienced dollarisation of the economy. Wit 
the onset of new reform, there will be begin 
ning of de-dollarisation. The immediate fall 
out of the ruble reform will affect Rus.siii 
economy and market in several ways an 
may bring several benefits. First of all, it wil 
herald an end to the eraof inflation. Secmdlj 
it would inculcate confidence among th 
Russians in their own currency rathe 
than in dollar and increase internal saving! 
Between January and April 1997, ihi 
Russians had spent 1,07,600 billion ruble 
or about 21.4 per cent of their money i ncumes 
in buyingforeign currency. Esoimates sugget 
that the Russians have $ 20 to $ 30 bn m 
hand, an amoum roughly equivalem to ih 
total amount of cash rubles in the counlo 
The reform is undertaken at a time, wheni 
couldaiTCst the declining auraoftheRussis 
currency, but the citizens seem nottoo williii 
to part with their dollars. 

’Ihirdly, the reform targets at a graihs 
depreciation of the ruble against the iMi 
at a rate little lower than the pie valent inllsua 
rate. The govemment intends to avoid ik 
repetition of Black Tuesday of October II 
1994, when the ruble crashed to its nal 
against the dollar. Yeltsin’s ruble reform 
expected to boost export mobilise intern 
resources and salvage the sagging Russs 
industry from years of shJtnp. Finally,deiM 
all these likely benefiu. one thing reiiu4 
certain - the rich in Russia get richer. ^ 
the poor poorer. Data available for first Ml 
of 1997reveallhat lOpercentofthecounnn 
richest citizens accounted for 32.3 per 4 
of all money income, compared with s bj 
29 per cent last year. The poorest 10 per4 
of the population accounted for 2.6 
of money Income compand with 2.2 per 4 
In 1996. This shows wbereRuuiaUbeaiifl 
to capitalism or back to communiini' I 
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Goa: Fighting the Bane of Tourism 

Fnderkfc NoroalM 

The Ul-effects of tourism in Goa are getting widely debated in the 
press and among the politicians and the public. While people’s 
organisatitms are mobilising to prevent farther degradation of Goa's 
natural resources, the tourism Mustry in nexus with politicians is 
exploring new ways oftnedung more and more of Goa’s hinterland 
available to foreign tourists. 


REFGA1H3 Katements hi Ihow intEiated 
in pnmotmg lourim and thdr backen m (he 
m^imkeltouttfKGMitlnigelydependen t 
on tUt lectcr and then’i no turning back now. 
But huge lectiaot of the hoit population in 
Goa tue increnaingly concerned with tourism, 
at gnmud-ievel lealMea show. 

In coaital Goa. land values have suddenly 
skyrocketed due to touritfln. Hills which were 
earlier green and untouched, have today 
become cloady coveted by leahon md land 
speculators. Last March, chief minister 
Rratapsing Rane tdd the nssendily that he 
wouldconductaninquiiyintothe 'convenkm' 
of agriculturd land in Calangute. which was 
being changed for agricultural purposes 
(GomouMk Tmcf, March 19. 1997). 

Calangute Is one of the better known former 
fisbing'^llaget of fjoa which has had a tryst 
with tourism since the 1960s. First it wu 
die hippies who were followed by chatter 
opeiaM and others. Today it hat been 
reduced to a concrete jungle, and all the ills 
of tourism can be teen in this small area, 
bs village panchayat and its ofiicialB have 
now bem target of many allegatians of 
irasapiKQpriation and conu^on. Villagers 
too have accused them in the gram>tabiia 
(villagecauncil meetings) (CoMoiitak Times, 
iuly 28.1997). Much of the change in this 
ile^ village has been due to the booming 
touilm sector, which hat led to a real estate 
boom. 

Calangutr. as prew reports ate now willing 
to concede, has changed fnnn being a queen 
of Goan beaches into a liellhole" for kicals 
(HerM, July 18,1997). Rapid uibaniaation 
aodunptanieddevelopinenthaBtraiisfonned 
this ooMal village into a veritable concrete 
jangle, co n ceded the local press, wluch for 
>anghaBftiugfatthyoftdacking,evenniik8y, 
toutiam hesr Age^ storm water draint 
have been turned into a sewer In Calangute. 

Even Tike MivAtm/7)ma*, long considered 
spro-eatabUahmentdaily.lunbeenfotthri^ 
in Us eittdsin of goington at Calangute and 
risewhere in Hr north Ooioonatal belt “Hlie 
uaie of conftiiioo reigns all around, firom 
the beach to the approach road. A day's stay 
an the beach b enough to fed the chisje that 
prevails”, said a recent article (7W AlavUid 
nmai. Match 6, 1997). 


Newspapers in Goa are today also willing 
to discuu other Uiuea; ftdl-moon pirties, 
drop, police negligence, and lex among 
foreign tourists {The Navkiiul Times, 
Match 7. 1997). Police contimied to deny 
that the so-called beach partiea - where drug 
taking has been repeatedly confinned - are 
an open affair and that the cops shun their 
responsibility of taking actioa (The Aiavkuid 
Tmes, March 12, 1997). 

Gtms violsrions of building tegulatkms 
continue to be reported {Herald, March 30. 
1997). Besides, environmental groups like 
the local Goa Foundatioa u fighting a number 
of courtroom battles against large hoteb 
which have violated the building regulatioia. 
Local protests have forced the pcdhicians to 
keep on the backbumer propo^ for goif- 
coorsei. offshore gambling and also a 
Japanese holiday village. But now there are 
hints from the polilicians that the same are 
being te-opened. 

Tbe Jagrut Goenkanuichi Fauz (JQ’), or 
Vigilant Goans Army, a citizens* protest 
movement agiinst tourism formed as afallottt 
of the 1987 prolesu in Goa, has charged the 
Goa government with pandering to big and 
luxury hotels. It demnded that the state 
govenunent make public a 'while paper' on 
the cost- benefit analysis of tourism in Goa 
{Camamak Times, March 4, 1997). 

Experts agree that tourism is being 
promoted more to pander to certain interests 
and hotel groups, rather than from a long¬ 
term planned perspective. Speaking in Gu 
receatly. Guido de Brabander, a former 
dean ofthcBusineuSchooloftheUniverrity 
of Antwerp Belgium said. “From (be 
informtfion I have gathered so far, there 
seems to be no proper, scientific and 
ecanomic asaeument undotaken during the 
past 10 years”. He found no systematic 
analysban what Ooacovitaged for the fiitUR, 
or what was needed. 'There has been no 
priorities chalked out, and much of the data 
Is based on opinion", he commented 
{Gamsmtak Times, August 23, 1997). 

Goiam UNmAflAmn'T ourism 

Unlike carikr oocaskma. protests against 
the impact of tourism an spomding In wider 
sectiona among Qotms, geogtaphically astd 


otherwise. Conceni over advene effects of 
tourism it no longer confined to mkhUe- 
class CUUholic Com. 

Shigmo, rustic local Hindu religiout 
festival, has been tdten to the town with 
processioru and street dances. Over the last 
decade m so. a itew concept of flosts - much 
like those in the controvenial carnival - has 
developed. Folk art researchen say fob has 
resulted in a great kws to tbe origuality of 
the peiformanoes which were earlier baaed 
on folk dances and music. Complaims of 
commercialisatian eroding the Shigmo 
traditions are being raised {The Navhmd 
Times, March 17. 1997) 

Elsewhere, resideiiu of Candobm and 
Calangute ate also vokang their grouse. Its 
locals say: “Besides facing electricity 
problems, then is a severe water shortage. 
The water pipeline that wu ofiginaUy meant 
for the villagers isnowbeingmilisedbyibe 
hoteb. The transport loo b insufficient to 
transport both locab and tourists” (GanMRiak 
Times, November 7. 1996). In another 
revealing incident of local attitudes. 10 
tourisU from Kerala were beUen up by a 
group of villagen in Nuvem village, after 
knodringdown two pedestrians in anaocident 
(TheMnAriufTiiriex, January 3.1995). Last 
May, four tourists received a “sound 
thrashing” in two diffotent inddeus for their 
“itidecctU arid Irighhandedbehaviout”. Some 
were ogling at young girls at a swimming 
pool, while another tourist alkgedly exposed 
hintielf indecently to giris in Panqji's Cottir 
locality (Herald, May 10, 1997). Tourba 
and even official pcomotiooal campaipn 
have reiiiforoed the stereotype ahont Goa tt 
a land ofeuy virtue. Icadii^ to some st ra n ge 
tourist behaviom here. 

Citizeni, meanwhile, have dem a nded that 
the goveroment make iu plans legudingllie 
Japanese village public. Aocordiag to the 
plans released by citizens'group, foe Japanese 
‘village* will take up 138 hectares of land, 
and displace 519 persoru in the noitfaeni Goa 
villages of Harmal. Keri and Palyem 
{CamanUk Times. March 7, 1995). 

Hendd, a mainstieam local daily, icllects 
the ainfatvalem poiitkm that Goa’s estab- 
Hslutiem lakes towards lourbrn. Like othets 
who ire now farced 10 face the long-lgpomd 
problciii.il b argued that uinbm b DOW a 
fait accompli seA foal "all that we can do 
b to minimiae foe dmmgr it can caum” 
{Heretd, October 5.1997). But, leceady, it 
commented editorially: ”Viftiia]|y the 
whole of the beachfront in Aq|uaa and 
some other beaches in Ooa have been 
c on verted into foreign colonies” {Herald, 
March la 1997). 

OtK of Goo'i former lop offidals, ex- 
duef secTHaty J A Almeida argnea this 
uncoalrolled tourbm b a *7uenaGe to Goa” 
and foes the *>008 mmomnlled touibm 
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ha* baekflicd on Oon and ha people, who 
have to ihoulderihe boiden of ihoitaiea of 
food iteiiii, traiupoit, water” {HeraUI, 
November 7, 1996). 

In north Goa’t Moijim village, a Cakutta- 
baied hotel group, Exceliior Hotels, has 
been chaiged of using strong-anned tactics 
to displace locals at Temba Wadda, on land 
purdiMed from a landlonL Local gangiten 
were allegedly hired to oust tenant who 
had rights over the land, acconfing to K3F. 
which has been closely following this issue, 
(Jsgiitt Goenkanmchi Fauz, May 22,1996, 
press release). In Ooa’s southernmost 
taluka Canacona, villagen have been re¬ 
sisting the pranolion of tourism. American 
ndlbri^ scholar Karin Larsen has done 
an interesting series of reports highlight¬ 
ing the largely-unnotioed way villagers are 
responding to the ingress of tourism in the 
area (Larsen Karin, The Navhmd Times, 
January22,1997; Jamiaiy4,1997; January 9, 
1997; January 1. January 10, 1997). 

Media colunuis have p^ scant attention 
to the s e issues earlier, untess there were s ome 
dramatic protests nice blockade of the national 
highway. This is one area of Ooa where viUa- 
gen ham put up campaigns against luxury 
and other resorts for a decade and more, 
sometimes halting nin)or pregects toa 

In Dona Paula, a beach suburb not far from 
state-capital Paiinji which has grown as a 
destination for domestic tourists, local 
resideats recently protested plans to have a 
hawidngzotiein the locality. Residents yoked 
fears about hawkers dumping waste into the 
sea and using nearby bcadies at toilets. 
Tension mounted in the beach-village of 
Calangute in August as an upmarket 
restaurant group attempted to block access 
to the beach for one of their projects in 
Khobravaddo (HenJd, August 6,1997). In 
another controvereial move of the Ooa 
goventmeitt, a SO year lease was signed with 
the Tata-run Try group (TV MtvMwf Times, 
June 20, 1997). Under this, the Agauda 
plateau hat bem handed over for, vtm is 
oflidally called, a ‘‘recreatioaal paric of 
intemathma) staridardt’', an eiqifaemltiii for 
Disneyland. 

One fettering tore on the tourist from hat 
beentheproliferationof‘beach shacks' along 
the Ooa coastline. ‘Shacks' are tem p orary 
restaurants which serve local food to tourists. 
Oddly, the Ooa govemnent has been doing 
all within its power to shut down the shacks. 
Because of their lower prices and tasty 
prepaiadont, the tourists prefer patronising 
the ‘shacks’ rather than done hr expensive 
hotels. In a strange response, the Ooa 
govetnmem rdtempted to close down the 
‘shacks’ by layihg condit io ns that would 
rnakeHalfflOitimpoasiblefarthemtoopenle. 
The Ooa govenunent decided in the ndd- 
I990t to only allow those shada to opeiale 
which have its approval Irooicalty, there 
was a spurt in the mnidier of shades, as 
patting a shack was no longer an economic 


dedskm, but aaortoftottery which everyone 
would like to win. 

The politicians also exmnded favours 
during decrioo-thne. This led to some of 
Ooa’s beaches getting excesaively crowiied 
in last two years, leaving little open space 
on the beach. 

There are other oompUcatioos toa Some 
locals charge the shack ownen with‘taciam’ 
as they give shoddy treatment to locals and 
fawn over the foreign tourists because of 
their higherspeaditigcapacity.It was repotted 
that shackownen at Moijim in north Ooa 
had blodted access to the beach for locals, 
reserving it ‘‘exclusively for fore i gners" 
(Oomanuik Times, March 6, 1997). 

Of late, workers in tourbm sector have 
alto started to fight for the rights amidst 
repeated complaints that the hotel staff in 
Goa continues to be poorly pax) despite the 
high cost of living. In August, woiteri of 
Pandto de Pima hotel in Calangute struck 
work for non-paymertt of salary for three 
ffionths. Earlier, tome 120 workers of the 
Tnl's Fret Agumla Beach Resort went rm 
strike in Mar^Aptil 1993. In March 1993, 
workers of the Ronil Beadi Resort also went 
on a strike. Tins was rather unprecedented 
since the insecure job conditions and 
optimism over lixure tourism growth had led 
to few strikes in this sector. 

Most hotel staff is paid low salary and 
employed foras little as seven months ayear. 
Profits are low, and hoteliefs argue that they 
cumot hike wages if they are to surviva In 
March, hoteliers hdd a meet to resolve not 
to hire out thdr rooms to charter operators 
below certain tariffs (TV Ntnhind Tbites, 
March 8, 1997). 

Due to what was till recently perceived 
as a mdor tourism brxMi, a mimber of reahots 
have also entered the market, only to further 
complicate the situatkXL They have built up 
large apartment-blocks, sold these out to 
expolri^ and others longing for a * 110100 ' 
in Goa, and tdeen these back on rem to be 
hired mil to tourists. This hu led to 
undercutting and cut-throat competition in 
n already depressed market. Hotdien are 
quite upset by what they term M‘‘ a par tm e n t 
blocks ma sq u erading as boteb”. Because 
chartcropei'atuiswantcheapaccomnmdslirm, 
there has been a mad mah towards rent-back 
a pa r t m e n ts. > 

ChoLO Sbx-Abvsb 

Child sex-abuse is another issue wUdi has 
repeatedy made news. Though the other 
fallauU i)f tourism can be at advene, it is 
an issue like child abuse which strikes a 
chmd of 'Concern. 

JGF t— Kg ‘bacche bachao’ (save 
the child) campaign in April, to highUgM the 
dangenofcUld sex-abuse linked to tourism. 
Gtm legislnlon, ncress the petty Ihtes, untted 
tosbontdown whnt they sawasa *sensalit»al 
issue’. But NOOa have charged poUtklani 
of not *Taldag cngnii a nce" the problem 


and planning appropriate atintegies to 
oombot it.lntiend.thegovBt nn iant'Ttexchi- 
livety engaged In a campaign of blanket 
deni^ coupled with antffeople meaiurei 
like foe ba i fais i ic evi c tion ofpioatitinei in the 
mirldle of foe ttKmatXHu". secured the 
campaign groupa (TV Navhind Times, 
August!, 1997). 

In a k n^je i t lespoma foe Goa goven- 
ment conrhicted taifo cm the red-light area 
ofBaina. Reports niggeri that foe am-worken 
were tipped off. Some 13 ’suqwcled diild- 
proadtutet’were taken into custody, but had 
to be released once it was realised that they 
were above 18. Balna, foestrxe’sonly openly 
allowed red-ligbt quarter, is asrpudid distiici 
along foe port town of Vaioa Low-budget 
domestic touriau visit this place, where 
ironically, women come from the very States 
men come from, ie, Andhra Rradesh and 
other parts of south India. 

Rec^y, foe governmeat aimormoed iu 
|dans to clamp down cm Baicu. trying to 
appeal to middie-clats morality arxl tbeGoan 
acme of a loss of their beach. Though it gu 
local support from thefocatahopingtomoover 
fodrbe^ from illegal aquattets, marry ofoen 
questioned foe sudden interest of the 
g o ven u nent It is widely suspected that port 
expansirm mtd repl-estate platu cobtfluivt 
more to do with the clean-up openthms. A 
concern over monlity and fern about the 
spread of AIDS are just a pretext 

In a mem case Kenneth Jrrim Qiike of 
BiHahtasuspected paedophile, was arrested 
on charges of sexually abusing a young boy 
and later acquitted. Om has earlier seen OM 
of the most shocking tourism-linked 
paedophile case in India, where Freddy Pen, 
a foreigner poiing as an Indian national, wu 
crmvicled after sexually abusing boys in his 
‘orphanage’. OfTicial quarters hive 
ermfirmed that Peat mtgr have kept up to I so 
boys in his ‘orphanagB’ over foe yean. 
Rqmrts have also surfaced of a new variety 
of sex-toutiim where Gotna viih neatby 
Bdgaum dty in Kamalaka, shopping form 
(Goo Post, August 13-21, 19^. 

VtcTMtsma Touusn 

Tourists coming to Ooa also have thee 
own ptoblemi. Drug related arrests and 
occaiianal deafoi of tourists have beer 
reported.Ooa’s battle agaiaatdrags has beer 

conttoveisial. Kenyan nadoanl Ste^ 
Mwereiria has com^ained to foe Nationil 
Human Rights CoH uniii ioH font ofBoetsd 
foe Ooa Poiioe’t aud-aarootlca cdl have 
been trying to extort money from Um asd 
frametoondtugt^dat e dcfai t geaCWcwt^ 
May 26,1997). Fnrtiiig oonvkx Sunder Gri 
chaiged in M 19 1997 that te was falsel)i 
hu p l i ci tt i d in a drug eaia Likewiae. Italio 
iraitt CaMiina Confbrtl Ghatged ihtt polk* 

had atoka part of her naney, pianied dnip 

andimpUcaledherfOMAel^Mky l-S, 19971 

Aasaulti on women imulata in Ooa W 
been on an increase, in May foe Calangi*| 

DeoHfo«20.19^ 
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polke mtted seven Ncartty giuids of the 
Nil^a Services sfler they assaulted a patty 
oftot gi <s. h >ch>diii g w omen. InColva, police 
anesled five penoot in a rioting case. All 
the accused weie employees of a iuxuiy 
hotel in Mido<thi- Last Match, a gang-tape 
of two yoong Swede tourists tent shock- 
wavet duough the vlIlageofAnJuna, t former 
centre of hippy tourists in dm I960i and 
1970t. Subsequently, police announced the 
decision of creating a new police station in 
Aqjuna. Both the women tourists recently 
retutned to Goa to tesdfy against the half- 
dozen migraat wotkers for raping them. 

One British tourist, idendfying herself at 
A Hatrits, hat complained of having a 
hanowing time at the hands of a local youth, 
who demanded Rs 100 for a local festival. 
“After taking the cash, they molested me in 
the most bumiliatiiig manner. The physical 
abuies inflicted upon me are unpriittaUe, as 
several hands grabbed me from every region 
of my body. I was pleading and ciying, only 
to be called names”, the complained 
(Gomaniak Times, April 8. 1997). 

Oneidatmof afonnei Goarmruici too 
was charged with outraging the modesty of 
a foreign woman tourist, Ettrelamaric 
Schmidt. Danish woman Annelene Bein 
Lanen accused a local of evicting her from 
her remed premises. 

iltADeOUATE' iNHtAsraocTuafi? 

On the other hand, businessmen and 
investon in the hotel sector, and also go vem- 
meni officials, point to the inadequate 
infrastructure for tourism in Goa. But, at the 
tame time, hotels are facing low occupancy 
rates, and those bousing chatter tourisu 
complain of problems in recei ving payments 
and charter companies keep bargaining for 
lower pricea.Beaidea, the over-concentiat ion 
in certain areas have added to the problem. 
Ina ISkikHnetreroute between Aqjunaand 
Candolim, around 6SO govemroem notified 
esiabUshmenu were situated. This woriced 
out to 43 establishments per kilometre 
{Gomemtak Times, November 6, 1996). 
Reportt from coastal anas say a number of 
foreignen ate setting up ihop in the north 
and southGoabeachbelit. Some are involved 
inca i p enti y.iunningreitaurants. beer shacks, 
fw food, tmvd 1 ^ touts, excuniom and 
Mvenhimtauritm (Mrnritf, Auguu22,1997). 

Tourism industry believes that Goan 
■ouriara hat not yet reached its "samration 
poinf. But others view it driferently. Former 
Goa chief secretary J C Almeida poinU out 
lint the number of tourlsU comiiig to Goa 
in a year almoat equala the total population 
of Goa. *To ncoommodate such an amount 
of populmfon. do we have enough provisions 
forwmer,food,electrkityandtiansport7We 
must only acoommodaie that number of 
louriitt (who we can manage) without 
oraatiag haialea for our own people”, laya 
im- Got has mea nwhile been scouting for 


a suitnble i«ency to foraanlite a touriim 
master pim for the state. 

Effoiti to privatise some of Goa's old and 
historic forts also nut into trouble as rival 
partiet (one from Singapore, and the other 
an Indian luxury hotel chain) went to court 
in July alleging favouriliam and political 
imetfneace in the dedshm July 31, 

1997). There were dso insinuMiow made 
in court thnt ofBdnlS hid been influenced 
with offers of foreign trips for themselvea 
and thdr fomilies. 

This year, new charter flights started 
coming in to Goa from Holland, with 
Aquasun lmemation*l bringing m tourists. 
But over the years, the charter-faubUe seems 
to be slowly buntiiqi. even K effortt have 
been made to revive the same. The German 
charter maiket has dried miL Larer, Got was 
promoted in England, Scandinavia and other 
destinationi. 

Business cticiea have many complaintt 
against foreign charter compenies - profits 
are thin, bills are not paid regularly, they 
drive at hard bargains- But the excessive 
\nfnaiiiwetorecrestwdfo(wws«to^ 

(he yean means that some businessmen here 
have no options but to continue with the 
charten. 

Palling costs are also a reality for visiting 
tourists, sometimes to the dismay of 
businessmen here. “Seven yean back I pah) 
S60 pounds for a holiday. Today, I can come 
in for 299 pounds”, one expatriate Goan 
confided. Expmriates are allowed to use the 
cheap charter fUghts provided they hold 
foreign pouports. 

Goa's tourist arrivals have been growing 
upwards. But. since 1993, the rale of growth 
hiu been reducing. Touriim depanmeiii 
officials dismiss this at a “temporary 
phenomena” (Smdesk May 14,1997). Four 
domestic (Indian) lourisa arrive in Goa for 
every one foreigner. Bin, given the giobd 
disparity in incomes, the foreign tourists 
account for the large bulk (80 per cent, by 
tome estimaies, though these may be only 
ofiecorded transactiomiof tourist spendings 
in Goa. This explains the extra-ptefereadal. 
if not obtequiout, treatment to the foreignen. 
something that has outraged both domestic 
louritu and the loads. 

Reflecting the critu in Goa touriam, a 
number of humry hoielt here have been 
compelled to go in for tie^ with larger 
groups, to face up to the compe ti t i on. Hotel 
Leela Bead) winuaced piani to retreacb 
lome of itt staff after in recent lie-iq) srith 
dto international chain. Pour Sets o ns . Royal 
Goan Beach Oub-Mdoieiro has annoanoad 
plans to get afTiIiated with the 
iMernalkmally-renowned” RG Group. 
Averina, one of the fesr if not Iheoiily hixury 
boinb iranied by a GdM eapoMaie. is now 
aetling itadf under the Holidqr tan chain aod 
biinita i me.DuclothceHtry of global ptaycn 
such as HyuB aita Hitam. iad^ quarten 


say a price war is famninesa. To attract viii- 
tonallyearrouiid.LeelaOoiisofrcriiigdO- 
SO per cent off-ieaaon discounta [HeraU. 
July 28. 1997). 

Pouncs OF TouaisM 

Goa’spoliticians and offidab have loured 
large areas of the globe in their bid to draw 
more tourists ranging from west Asia to 
Southern Africa. Politicians like long-time 
tourism minister Wilfred de Souza have also 
pinned their hopes on the completion of the 
Konkan railway project, to bring in mote 
tourisu. But it is a million dollar question 
as to whether such large projects will make 
Goa more tftnetive. or ruin its charm. De 
Souza also advocated the idea of 
“environineol-fricndly“goU'cauriestoaltrict 
the Japanese and olhen. 

To Mid new altractioiu for tourirts, other 
oplioiu are also being explored. Private 
patties have begun taking “droves of viihon 
from abroad” to interior Got, dose to the 
densely wooded Dudhsagar waterfaUs on 
the boundary with Karnataka state. Tbit 
wrel'vea iL ride thnuqlh one the‘'•rarid's 
richest area in biodivetsity {The Nmhimd 
Times, Augurt 20, 1997). 

Bui occasionally, the politicians are 
compdied to voice fern and letentmeoL 
“Goa should not be sold in the nme of 
touriim”, says Indian law mi taster and north 
Goa member of parliament Ramakaot 
JChalap. For long the oppo s ition leader ta 
Goa, Khalap has been extremely slow ta 
voicing concerns over toorism issues 
(Gomononi Tfoies. May 3a 1997). Khalap 
hat charged that'excessive'development of 
tourism is being undertaken ta Goa. and 
adds, “Miscoaceptioos about Goa have 
spread due to unplinned propagaiaia of Goan 
tourism. Fbretgn co m p a n i es are purcfaaatag 
land on a large scale in Goa, and if ttaa 
continues undiecked. there win not be an 
inch of land left for Goans. Rich tonitis 
have already turned thdr back to Goa.” “We 
have had enough of tourism devetapmant ta 
Goa. Haidy 10 per cent of Goent hm been 
benefited from tourism devetapmeou Non- 
Goans have earen the ciesun ta the tourism 
sector. 1 am of the opinion that Goa should 
turn to the devdopmeni of other aecton and 
profcssionalt”, Khalap said in a icccm 
interview. He added that there woe “dtsyen” 
in over-selliiig tourism to Goo. Touiint 
visiting Goa have been oomplatatag aboit 
insuflkiemwaicrandpow CT SUppiy.bea i dBi 
the improper sewage and gatboge tteasmem 
lyttems”, he said. 

Poiilidans like Qiurchill Alemao, who 
ihemselvet have a stake in louriat lesons 
either on their own behalf or as boma far 
other tavesion, have mesowtale co n tim u xl 
to push strongly for tourtsm to taiead lo 
othre anas in Gm {HemU, July 21,1997). 
Alemao has also pressed for Goa's 
p arti cip etionm touriim c o n v enti onataptacea 
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like South-East Asia. Goa’s depaitinent of 
tourism, in response to nriticism about the 
fact that once pristine beaches were turning 
dirty, said it was in fact nuuntaining some 
of the “main” beaches of the state. It was 
cleaning pockets along the Calangute-Baga- 
Sinquerim stretch, but not the entire seven 
kilometre stretch, officials said. Similariy, 
some pockets in South Goa were being kept 
clean. But beaches in Goa mostly remain 
without any facilities of toilets. “If ten 
thousand tourists spend a morning on this 
beach, where do th^ go to meet their toilet 
requirements'/” asks a local shopkeeper from 
the Baga stretch of beach in North Goa. 

Instead of facing the probtcins, the Goa 
.Travel and Tourism As^ation has urged 
that a ‘‘strong lobby" is needed to counter 
any “adverse publicity" about Goa (The 
Navhind Times, February 12, 1997). But 
neighbouring regions like Sindhudurgdistrict 
of Maharashtra are already talking about 
“learning from Goa's mistakes" (The Navhmd 
Times, June 4. 1997). 

Recendy, with earnings remaining low, 
the Goa government has begun conceding 
that mass tourism brings in its own problems, 
As a solution, it suggests moving out of 
‘c'heap charter tourism’ and instead try 
attracting high-spending tourists. This is a 
debatable proposition. Apart from the fact 
that Goa is hardly in a position to choose 
its type of tourist, the question looms large 
as to whether this can be a solution to Goa's 
tourist problems. 

Foreign touri sts, mean whi le, complain that 
they are “totally sick" of being referred to 
as ‘cheap charter tourists’. They point out 
that their spending helps the local economy. 
On the other hand, the spending of high 
spending tourists goes back to five-star hotel 
chains, controlled from outside this state. It 
is the lobby of government officials and 
policy planners who are pressing for ‘high- 
spen^ng tourism’, it is charged. 

There are hints of local muscle power 
entering tourism. Earlier, there have been 
battles between shacks and luxury hotels, 
taxi-drivers and coach operators, and even 
between luxury hotels, in north and south 
Goa. Some have also complained that local 
vigilante groups have been harassing tourists 
and compelling them to eat at certain preferred 
restaurants (Herald, March S, 1997). 

To complicate matters, malaria has 
spread particularly in those areas which 
happen to be part of the Goa beach belt, 
and which have seen a great deal of real 
estate construction. Concerned by having 
to cope with malaria in its backyard, the 
Tata-controlled Taj group of hotels 
recently launched a drive to control the 
mosquito-spread ailment in theCandolim- 
Calangute telt (The Navhind Times, June 
18. 1997). 

Tourists feel that the changes taking place 
on the beach belt have been overwhelmingly 


bad - particularly [daces like Calangute- 
Baga-Candolim, where concrete structures 
have been burgeoning. Said one tourist, 
who preferred to write a signed article under 
the pseudonym of‘Concerned Tourist’: “The 
number one priority is to stop aU speculative 
apartment building along the coastal belt, 
llw concrete jungle spread has got to be 
halted at once, other^se the reason for 


people travelling over 5,000 miles to eqjoy 
the natural beauty of Goa, win be lost 
forever (Herald. June 21.1997). “We are 
trying to aUract tourists with modern 
architecture, loud and cacophonous music 
and roaring trafTic, without realising that a 
tourist comes to Goa to escape exactly the 
tame things”, another tourist said (The 
Navhind Times, March 4, 1997). 
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4ew ^Avatar’ of Caste: Challenges before 
Sociologists 

Suhu Pabhilur 

■te: Iti TwcnticUi Century Avatar edited and introduced by M N Srinivas; 
dng, New Delhi, 1996; pp xxxviii+306, Rs 300. 


'O processes are aff^ng the role and 
ire of caste. Firstly, urbanisation has 
n ushering in new dimensions of social 
and occupational structure. This it 
ind to affect the existing role of caste, 
ondly, the new economic policies are 
inging not only traditional social 
ictures but the idMiogical basis of the 
e. Thus the new economic policies 
vide an altogether new political economy 
the context in which caste operates. 
srefoK, caste poses a challenge to social 
uitists both in terms of its empirical 
iation and in terms of the thcotetkal 
ws involved. The book under review is 
effort to come to terms with this dual 
llenge. 

IN Srinivas has planned and edited this 
>k with a view to capturing some gl impses 
he late 20lh century ‘avatar’ of caste. 

; overall emphasis of the book is on 
leratanding the phenomenon of the 
IC caste groups. This is natural since 
It of the essays have been written during 
early 1990s. As such, these essays have 
Seirimmediatc context the Mandal issue, 
s decision of the V P Singh government 
nplemeni some recommendatioiu of the 
Commission released two kinds of 
xs. On the one hand were the OBC caste 
ups who received a shot in the arm and 
the other the determined upper castes 
aged by the decision, 
he Mandal Commission generated much 
t among social scientists too. There was 
sklerable polidcisation of social sciences 
this came out in the open through ex- 
nget in newspapercolumns, It might not 
off the mark if this book is described 
m extension of that controversy. Fbur 
lys in the book deal with tpiestions of 
irvadon, merit. Mandal report and the 
ndal Judgment. All these four essays, as 
ihall see below, contain a itrideni attack 
)4andal report and the Mandal judgment, 
iother group of essays consists of studies 
backward castes. This group includes 
lys on Tamil Nadu, UP and Bihar and 
lunihtra, IS alsoesiayi on Muslims and 
isdani. These essays focusing on OBCs 
10 provide the gen^ badtgfoujid to the 
iimenu extended in the anti-Mandal 
1«k 


Casteism and DeMocKATic Pbuncs 

In the third group we may include essays 
of a more general nature — which discius 
caste in the context of political economy, 
rural India, Hinduism and the relation of 
caste and women. These esuyt argue that 
caste has been changing in terms of 
occupational links and purity-pollution 
considerations. They further argue that 
streiirication within castes is gathering 
momernum. Essays in this third groupalmost 
unanimously rue the fact that post- 
independence politics has been imttumental 
in ictainingAliarpening caste identity. Thus. 
Lecia Dube concludes her essay on ‘Caste 
and Women' with the followingobservation: 
“Finally, the increased emphasis on caste 
identities in the wider context of instltu- 
tionaliscd politics...has led to the reworking, 
refurbishment and reinfoicement of caste 
iradidons” (p 21). 0 K Karanth (‘Caste in 
Coniempotaty Rural India') argues that 
scheduled castes consciousness will- not 
abate but increase tensions not only in urban 
but rural areas. Observing that caste plays 
an active role in politics, he conclude, 
tongue-in-cheek. “Thus, India marches on 
to a ‘castdess and classleu society” (p 107). 
N Jayaram is more forthcoming CCaste and 
Hinduism: Changing Protean Rdationstup’). 
He says. The Backward Classes Movement 
and ‘Mandalism’ have obviously abetted 
caste-consciousness...” (p 73) and further 
that democracy has contributed to the growth 
and consolidation of caste u interest groups 
(n> 82-83). 

What it interesting about iheae observa¬ 
tions is that most of the times they are not 
directly related to (he aigumenu the auihors 
are making. Somehow the authors must have 
fdt compelled to protest agahut this‘casteitt' 
uptuige as a result of democratic politics. 
Nobody would of course deny that castdst 
politics it not welcome. However, these 
scholan fail to understand tire double-edged 
nature of democratic mobiliiation. While 
‘castdtm’might gain a respite through inch 
mobiHsatioos. Ih^ have III important effect 
of releasing the political cnergiet of large 
masses—a coitdition which alone can mdie 
democracy meaningful. Secondly, in Ihdr 
seal to combat castdsm. these scholan 


appear to be suspicious of the democratic 
proceu itsdf. Thirdly, the oomplexitiet of 
the caste situation are ignored tlnoe niMt 
scholan contributing to this voluine teem 
to ignore and fail to analyse the vesMoous 
castdtm of the upper castes. Fourthly. there 
it silence about the control over maucial 
resources. In any discussioa of carte, in the 
modern context, one has to look not only 
at the (ibid status but It the ability to control 
and/ormaiiipulare material resources RAhly, 
the comptaint about ‘casletrt’potto forgets 
that for political purposes coslitiont acrou 
castes n^ to be constructed. Shafpeniqg 
of the caste identity at the levd of the indi- 
vidual carte goes against the requirements 
of‘cartdrtpolitics'.CaBeirt potto demands 
that broad coalitiona such as ‘(ACa' must 
be formed. Both caateirt poUtics ind the 
Mand*< recommendatioM a least have thia 
indirect advantage that they expect voters 
to go beyond micro-levd ide^ties and 
see themselves at ‘lower’, ‘pichchadat’. 
‘shudras’. etc. This transformatiao if indeed 
complex and not without probte ms . But it 
needs to be kept in mind while nalyfiag the 
whole phenomenon of politics of backwan) 
castes. Finally, the scbolais fail to dutingutifa 
between the practices of politicians and 
theoretical possibilities implied in the 
backward caste upsurge. Thia failare Hems 
from a suspicion of the backwaid caste 
upsurge and a superficially roodeniirt ‘anti- 
caste' position. 

PounCAL Economy 

Panini’i essay The Political Ecanomy of 
Caste’ discusses at length the changibf 
(dationthip between caste and occupation. 
He marshdts evidence from many rtucHes 
to show that‘\»ste status no kxiger iahfeila 
individuals from takingto new o c c u pai i o su " 
(p30). But he balances this argument by alio 
showing that there is a tendency for certain 
castes to duster in particular oceupatioot 
(pp 32-3S). In wm.atwo-foldprDGeaaaeeiat 
to be under way. On the one hand, the 
traditional ‘caste-occupation’ Kitk U under 
strain (this link was nyway only the posit¬ 
ing of an idea) fra m ework for retaining 
injustice) and on the otiier hand the rdevrtice 
of caste still continues: thus linking carte 
status to roodeni jobs. 

An tmponam paint that emerges fran 
Panini's essay it the pto c a ai of fonartioa 
of the middie class. He acens to bdieve thrt 
emergen ce ofalargenaddfedara and lecniit- 
meni of memben of ‘lufwcr’ cartes to iWt 
ndddte clau will weakencaite. While this 
argument is indeed atnaciive. we need to 
search forcvidence ID suggcHlhatsubumUal 
numbers from towercaales a rc a ctually be tag 
reendtod to (he mkkfle data. And «e aiw 




mutt be sure whether we are talkiitf about 
middle income penons or the middle claii. 
While many from the lower caatea may have 
ascended to the middle income group, such 
individuals would still have their family 
ettvironment suirounded by lower class ethos 
because their relations would still contimie 
to be lets educated, engaged in lowly jobs 
and identified u backwad Besides, the 
moot question is: Is the middle class really 
above casie/comimmal prejudices? It is true 
that the middle class pays less attention to 
the ritual and purity/jmllution aspects of 
caste. But that d^ not mean that the middle 
class is not'caste conscious'. Ranini appears 
to be very hopeful that liberalisation of the 
economy will result in the decline of caste. 
This assessment is based on the following 
controvenial assumptions: (a) Panini views 
India's post-independence development as 
explicitly patterned by socialist ideology. 
He argues that India's development cannot 
be characterised as capitalist developmem. 
(b) Then he goes on to argue that because 
of the licence-permit-quota ny, traders ind 
capitalists were forced to resort to subverting 
rules which in turn required trustworthy 
managers who could only be from the caste 
of the entrepreneurs. (Runni. of course, does 
not take up the question why entrepreneurs 
were — and continue to be — fiim only 
certain castes.) (c) The third assumption is 
that market forces will enforce a premium 
on achievements and thus render caste 
itrelevanL Thus, Panini comes with a bold 
statement: “...liberalisation...iep<esenis the 
inarch towards a ‘bourgeois revolution’ 
which presents the only possibility of 
'armihilalmgcaste' asAmber&arenviii^ed'’ 
(p63). Theseassum^onsand the conclusion 
based thereon can be assessed in a political 
economy fromCwork only by discussing the 
following questions:(l) Does the capitalist 
class in India have a caste character? If so, 
what effea will it have on capitalist deve¬ 
lopment? (ii) Does capitalism abolish all 
particularistic identities even when they have 
strong material and cultural-historical roots? 
Panini ’ s essay stops short of these questions. 
His argument that liberalisation will aiuii- 
hilate caste also shows that he does not share 
Ambedkar's assessmem that capitalism as 
much as caste is a mechanism perpetrating 
inequality. He instead shares the enthu¬ 
siasm that capitalism beinga modernist force 
will weaken the hold of caste. Further, his 
characterisationoflndia’spost-independence 
economic development as sodali^ is loo 
conveniently formalistic. 

Lowea CAtm and ThEUt Movgsknts 

Two essays in this volume bring out very 
dearly dim the pUgbt of dalits and lower 
castes does notinqirove after thdreonvenioa 
to Islam or Christianity. However, the purity- 
pollution consideration is somewhat weak 


intiKcaaeofconvettitolilaBorCliMaii^. 
TUs is natural since thete rellgiou do not 
have rituals for purlficdion nd moteover 
there is an absence of sanction for such 
discriininatlon in the religious leneta of theae 
rdigioiis. Zarina Bhalty argues that unong 
the lower Muslims there is a growing 
tendency to imitate the Ashrafi. Besides, she 
has also noted the efforts to sharpen Muslim 
consdoiisneu through flmdainentalism. In 
the wake of Muslim dscnd ian tmen t after 
the demolition of the Babri mosque, thete 
have been tome efforts to oigmite Muthm 
OBCs. This has given rise to the possibility 
of political liaison between Mudim OBCs 
and Hindu OBCs. It will be very Interesting 
to see the effecu of thete efforts on the 
Muslim community. Tharamangalam 
narrates the nature of segregation and 
discriinination of dalit Christians. Recently, 
this has given rise to a demand for providing 
reservations to dalit Christians. Both the 
Muslim OBCs and dalit Christiaiis, thus, 
point to the necessiiy of a more broadbased 
alliance of backward castes acrou religions. 

However, the hittory of backward caste 
movements is foil of impediments, contra¬ 
dictions and ideological confusion. Radha- 
krishnan (‘Backward Gau Movemenu in 
Tamil Nadu’) notes that seeking state 
patronage and job reservations has occupied 
the nud n stage in back ward caste mo vemems 
in the south. His essqr traces backward cute 
movemenu from late I9th century to the 
present. Meenakshi Jain ('Backward Castes 
and Social Change in UP and Bihar') 
discusses the changing scenario since 


tnd e pwi d enc e . She niaiee lUa cteniB to 
tile mtemptf at land nftinna. Both Jtin and 
Radhakriihnan oondude that one aection of 
‘OBCs' — the upper shudras — have 
benefited leaving many lowrirfiiirs behind. 
TUs has leMihed in many co m pl i cations: In 
Thmil Nadu, tiiere are recwresil dashes 
between vanniyen and SCc (p 127) and in 
UP-BibartUf siluatian fodUtated an alliance 
between upper castes and lower OBCs 
(p 149). Beddea, a breakdown of the‘OSC 
alliance as evidenced in Bihar and dalit- 
06C rivalry as seen in UP also need to be 
mentioned in tbit coonection. 

Neera Burra (‘Budifltisin. Coo verskm and 
Mentity: A Case Study of VIIlagB Mahm’) 
tries to gnqiple with the issueof identity with 
respect to the mahan of Maharashtra. Her 
overall finding is that oonversiao has not 
made much difforence at the level of life of 
village mahan but has definltdy ted to 
assertion of identity. She bases herarguraeot 
on the evidence that village mahars stIU 
per fo rm Hindu rituals and wonhlp Hindu 
ddtiea. However, as she bersdf pdius out, 
the village mahar has very little spirltusl 
guidance in Buddhism and the mahan — 
and SCs in general — find it very dUficah 
to sever their links with Hindu practices 
since they are surrounded by an unfriendly 
caste Hindu society. Besidet, she does not 
choose to enquire whether the so-called 
'Hindu rituals and jmcticet’ have any 
spiritual role for village mahan or whether 
they are only social customs. 

Bum has stated that even ha case of 
Ambedtar himadf, converskm was less 
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iwB 3 «d Iqr racttphyikt than by reiilpoUtik’’ 
(pI54).TIiitpoiitionl(unienable.AcunQcy 
glance at ‘Buddha and Hii Dhamma’ and 
other wiltinp of Ambedkarcriddiing Hindu 
phUoaophy would auggeit that Ambedkar 
HU very much concemed with religion a» 
a monl fbundatkin to lecular punuio. 

Mandal CmuNoauM 

A M Shah, Radhakriahnan and Siva- 
mnayyainfburiepanieesHyfdiscuuiwiei 
rdated to job reaervtthms and the Mandal 
r eport On the whole their arguments are 
two-fbkL They expreu certain doubts about 
the propriety of adopting and continuing 
with the reservition policy. Secondly, all the 
three acholan dtsapprove of the adoption of 
cade at the basis for extending reservations. 
AM Shah (‘Job Reservation and Efficiency’) 
emphasises that the Constitution sought to 
preserve efficiency. Therefore efficiency 
should not be teen as a fetish of the elite. 
He further argues tiutt the reservation policy 
it a mi^ barrier to the goal of efficiency 
(p 201). It is interesting to note that Shah 
tinglea out reaervatisa policy as a barrier to 
efficiency. There is no mention of any other 
iiDfwdimenls to efficiency. When this essay 
was writieii. reservations for the OBCs were 
not impleroented. Yet the essay presumes 
that reservations have an adverse effect on 
efficiency. Most of the concerns expressed 
to the eaaay are argumentative and seek to 
Uame reaervaliotu for a malady the causes 
of which may lie elsewhere. However, Shah's 
essay brings out the fact that there isDo clear- 
cut policy of exempting postsfareas/ 
de partm ents from reservations. 

Very broadly.fourargumBnts are extended 
agaittit the aiktption of caste as a basis for 
job resertmtion. Firstiy, it is aigued that the 
nature of caste is fast changiiig: castes are 
not ver y i d eva n tfaiu r ba n area s ; occuptsional 
diffiereiitiation always existed a^ it is 
increasing, leading to a sinution where caste 
isadivlding principle hut hardly ahienrchical 
principle (Shah, The Judicial and Socio¬ 
logical View of Other Badtward Qataet'). 
Secondly. Radhricriihnan (‘Mandal Com¬ 
mission Report: A Sociological Critique') 
points out that the data bttse used for writing 
the Mandal report was veiy weak; selection 
of ody two villages from eadi district meant 
that complexities ttf emte would not be 
captured and many criteria adopted by the 
MoMlal Commisiian were not pertinent to 
caste. Thirdly, Sivatamayya atgues (The 
Mandal Judgsnent: A Brief Deacription and 
Critique*) that badcwaidness has remained 
oirinlyhecauieofthefitllureoftDveniinenL 
In what meastire can this generation of 
upper castes be held antwenble„.r (p 224). 
And fbttrthly. as Sivaramayya (quoting the 
judgment of Justice Sahaiy) puts it. If caste 
is pwli i b lt ad co n s ti t u tionally (as a basil far 
soBcMag volea) It cannoi be the basit far 


implementing the constitutional provision 
under article 16(4) (p 238). 

Befiiting these argument!, the introduction 
by Srinivat too fimb many problems with 
caite-bascd reservation. He argues that 
reservations restth in bndn drain. He explains 
upper caste opposition to reaervation for the 
OBCs on the ground that a \atge number of 
high caste people are poor (p xii). Srinivas 
criiicites the Mandal judgment for ignoring 
the questions of caste mobility and the niral- 
inban divide. On the whole, the introduction 
stops at merely summarising the main 
arguments of the different contributors to 
this volume. 

Chauenoes of New Avatas of Caste 

The overall thrust of this volume is to 
underscore that caste-based reservations are 
not healthy and to emphasis the changing 
nature of caste. Opposition to reservations 
ignores the caste composition of public 
bureaucracy and the need to alter h. It is true 
that reservations for OBC* have brought 
forward the question of decidutg backward¬ 
ness. It has alto brouglu to our notice the 
coniradictiona among backward communi- 
tiet. In tins sense, the reservation policy is 
a double-edged instrument. But criticisms 
by scholars contributing to this volume do 
not lake notice of this fact They adopt a 
pufi It and technocrstic approach to an issue 
involving the aspirations of large numben 
of people. The scholars probably expect the 
political process to be govenied exclusively 
by principles of ‘rationality’. Alternatively, 
they would like to completdy depoliticiac 
the issue of reservation. As a result, they are 
content with taking potshots at politiciana. 
Srinivaa' Introduction echoes this when it 
pounridiciileonVPSinghandihe'left press’ 
and quotes theedhorial ofTbe Times 
to drive home die dangers of populism. He 
complains at one place that "while the new 
knowledge hrti changed the sociologist’s 
understanding of caste in significant ways, 
the Indian judiciary has chosen to ignore this 
knowledge" (p xxii). If socktit^sis rely on 
TV Times cgT /ndu it is as well that the 
judiciary has ignored the so-called 
lociologisU' undetsuniitrig of caste. There 
will be no two opinions that reaervation it 
a vexed itue; again, it is true that reservation 
cannoi be a panacea far all ills of cisie. 
However, the debrie needs to be taken far 
beyond q u estions of merit and efficiency. 
Our sociolofiui need to ask questions 
reganiing the raeaiting and applicaiian of 
Justice In an unequri society. We alio need 
to probe the mneritl huiet of caste and 
rapiodiictioo of caste in a modeni capitalfat 
society. Uofartunately, Sriidvat don not 
•ddreislheae isiuea nor does his iniroduGtioii 
set an agBoihi sensitive u these quertioas. 

One imponiM chancteristic irf Indian 
poUtki h« been itt nvobHiarional nature. 


Politics of mobilisation hat many inherent 
dangers. But it it this mode of politics alone 
which can make democracy somewhat 
meaningful in a society full of inequities 
bated on ascriptive factors. Such mobili¬ 
sation gives some sense of power and 
belonging to those neglected by traditional 
society. It if a moot point whether our 
democracy would have survived these years 
but for the entry of masses through mobili- 
salional politics. Liberal democracy and 
constitutikDiial method alone would not have 
succeeded in penetrating the traditional 
caste-baaed society. Bui then many scholars 
contributing to this volume appear convin¬ 
ced that caste is not a very impoftam force 
causing, perpetrating andjustif^ng inequity. 
They believe that forces of modernisation 
have rendered caste irrelevant and if only 
we can keep the politician at bay caste 
would soon disappear. 

It is definitely a challenge far studerts of 
soci al sciences to capture the changing Mture 
of caste. While it is true that the caste- 
occupation link is being weakened, we need 
to find out if clustering around modern 
professions is taking place akav caste lines. 
In other words, the oft-repeated theme of 
'changes in csste' poses an added respon¬ 
sibility forthc sociologisi. Early sociological 
knowledge of operation of caste has come 
mainly from village studies. Invrriuabte ai 
these have been, the chanpng nstore of caste 
requires that a mBcro-perspective will have 
to be adopted. While ^re are castes of the 
second order and third order in the village, 
as A M Shah pcNnts out. a process of evolving 
a broad caste identity is already under way. 
Thus, today caste operates at various levels 
in an individual’s life: it commands certain 
rituals in private family life, it farcespmticular 
types of marital alliances, it differentiates at 
the micTD level of village life. Bm caste alto 
exhorts to seek horizorual allfancet. brin gs 
in new identities of a mega-caste such as 
Dhanagan or Salis, etc, forcing people to 
ignore the second or third order of caste 
identity. If we stick to a narrow cmptikal 
model of caste derived from village studies, 
we may be templed to conclude that caste 
is a dividing principle without an element 
of hierarchy. But we need to ask whether 
or not a sense of ’separateness’ stems from 
a feeling of being upper and lower. Also, 
there it an unmistikahle fading of hsemchy 
among the uppercaitet. Besides, sociologists 
need to addm the issue of resource control 
more effectivdy. If the methodology of the 
Mteida] Comsnitsion was wrong or if its 
fisutings are outdated Indiia sociology owes 
it to the society that a a disctplinr it should 
take up large-scale studies pataining to the 
caate-occupation link, resource control and 
the nature of nml-Ufhan (£ vide. Such cfTorts 
alone can effectively capture the changing 
’avatar' of caste. 



‘Power’ -> Way Towards Empowerment 

Snprijra R Kaoctkar 

Wooea’i Strofslc for Polilkai Space 1^ Sudhir Vanna; Rawat Publications, 
pp217.Rs380. 


WOMEN represent half of the world’s 
enfranchised population. In many parts of 
the world, th^ live longer than men and, 
therefore, form the m^ority of the elderly 
population. But they hold only 10 per cent 
of seats in the world's parliaments - a 
figure which has remained unchanged since 
1985 - and 6 percent positions as ministers, 
points out Sudhir Vaima in his Women's 
Struggle for Politicrtl Space. For a world 
community based on democratic principles 
of universal adult franchise, equality and 
social justice, the situation is at once dis¬ 
graceful and thought provoicing. On the eve 
of 21st century, women all over the world 
continue to struggle not only for political 
space, but also forequal social and economic 
status with that of the meiL 
Written by an IAS officer, who happm 
to be the chi^electoral officer of R^jasdisji, 
the book comes at a time when the Indian 
parliamentarians have suddenly developed 
cold feet on the issue of reservation for 
women in legislative bodies. The book is 
indeed a timely one. It reviews and analyses 
the straggle of women for political space all 
over the world with special focus on India. 

The book starts by tracing the status and 
roleofwomen in ancient civilisation and im¬ 
pact of Giristianity on women. The author 
also sketches the changes that were brought 
in with the French revolution and the history 
of what happened in different parts of the 
world through the 19lh century ate also 
dealt with in detail. In the first chapter, he 
also deals with women’s movements for 
suffrage in various countries including the 
US and the UK. Wotnen’s struggle to attain 
the goal of tight to vote and to hold political 
office has been a long drawn otk. In many 
countries, it is even marked with militancy, 
bloodshed, violence and various otiier fortiu 
of protests. It comes as a surprise when we 
learn that it was not in the UK - the mother 
of democracy - or in the US, the country 
that claims to be the world’s largest 
democracy, but in New Zealand that women 
got the right to vote first 
The second chapter gives a historical ac- 
coum of enfranchisement of women in dif¬ 
ferent countries including England, Flrance, 
New Zealand, Switzerl^, Japan and the 
cdonial world of Asia, Africa and Latin 
America. The following chapters take up 
the question of enfranchisement of women 
in India, their political participation and 
electoral behaviour. 

It is quite remarkable that in spite of a 
strongly patriarchal sociely,Indiatea)gnised 
women’s equality with men and favoured 


universal adult franchise, thanks to our 
political leadership, as early as 1931, during 
the historic Karachi se^on of Indian 
National Congress. But in spite of consti¬ 
tutional guarantee for equality in all spheres, 
real equality with men is still a mirage. The 
division of labour between the sexes con¬ 
tinues to be arbitrary and there are several 
atromalies in the equality and protection 
lawsforwomen. As the study rightly reveals, 
right to vote is not an end In itself. In fact 
it holds little meaning for the rural Indian 
woman, who casts her vote according to the 
choice of the family chieftain. It is quite 
ironical that even today, 90 per cent of 
women go to vote only because they are 
persuaded by their husbands to do so. In 
such a case, it is obvious that political 
patties did not consider it necessary, until 
recently, to treat women as a separate vote 
bank in many places. It was raised that 
in the absence of active political participa¬ 
tion, women’s developmem would remain 
far from achieved and their involvement in 
decision-making can only empower them 
in the true sense. 

In the fiercely male-dominated world of 
politics, reservations were seen as the policy 
of positive discrimination and the only 
alternative to help women reach corridors 
of political power. The national perspective 
plan, prepa^ by the Rqji v GatKihi govem- 
mem listing goals to be achieved by the year 
2000 for women’s development, was the 
first of its kind to advocate 33 per cem 
reservations for women from panchayat 
to parliament. The plan also spoke of a 
commissioner for women’s rights. The 73rd 
and 74th amendments to the Constitution 
and 33 per cem reservations in panchayat 
have seen one million women assume 
positions of governance in the last couple 
of years. 

In a profile of women, who were elected 
through teyrved seats in panchayati raj 
institutions (PRI) in Rqiasthan, the author 
observes that the elected rural women are 
gradually coming out of their shell and are 
gaining confkJencelnexpiessiiigtheirviews. 
At several places, women satpanches are 
playing effect! verolein literacy campaigns, 
though many of them are themselves 
illiterate. This indeed is a heartening 
developmeaL Of course, there are also other 
instances, where the husbands an the de 
facto pradhans and a|e taking decisions on 
behalf of their wives or many women 
pradhans are related to poUtically powerfal 
families. While such cases certainly hamper 
the very purpose of reservations for women 


and should be coodeouied, one canoot den 
the reservatloiis. as it would ultiinmdy bcl 
the women to fin the gender gap in polltici 
governance of the countiy. Here the amhe 
has systematically analyaed the factor 
which have influenced the voting patter 
of women and has extensively quoted th 
statistics related to women voters. 

The attitude of political patties toward 
wotnen’s issues is far from satisfactory 
During the course of discussion, it come 
out cleariy that except for promises to uki 
up progimnmes for women’s development 
no political patty hat looked into the actua 
issue of empowerment of women In spih 
of the pressure exerted by the nmkrnal ani 
international movements. Crucial areas llki 
education, health, employment and violenci 
against women have been left almos 
untouched by Indian political parties. 

The authoir calls on various women': 
organisations to come together to woik ou 
a strategy for political lobbying and ti 
strengthen women’s wihgs in politica 
parties. While there exist various women’i 
groups working at the grass roots level 
trying togenerate awareneu among women, 
these groups reject patty politics outright, 
as they tee it as a dirty game. 'This attitude 
needs a change. These groups should work 
together to make women active political 
and social participants to ensure their role 
as real agents of development. 

Overall the book, forewoided by T N 
Setban, makes an interesting r^ing 
especially forthoseconcerned with women's 
issues, except at times, the author gets lost 
while giving the historical account of 
women’s straggle the world over. He leaves 
the present status of women in western 
vroridcompletely untouched, and even while 
dealing with In^a, he concentrates a little 
too much on Rqjasthan, Yet, his being the 
chief electoral officer of Rttjasthan also has 
brought to light several grass roots realities 
from a state notoriously known for its 
backward attitude towards vromen. To i 
laife extent. Verma has succeeded in putting 
several relevant factors in one place. Wid 
its academic outlook and valuable statistics, 
this book would certainly provide 
background for many further studies. 
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Macro-Economics of Capital Account 

Convertibility 

M J Manohar Rao 

This paper examines the dynamic interactions between money, nation, reserves, interest rales and growth within 
the context of financial openness; and formalises the relationships between monetary and exchange rate policy to 
highlight appropriate macro-economic management during the process of financial opening. The model is then applied 
in the current IiuUan context to evaluate some of the policy recommendations cf the Committee on Capital Account 
Convertibility (CAC). The results indicate the urgent need to slow-down the pace cf CAC as well as to re-compute 
the preconditions for CAC, before we end up as one more casualty of the currency crisis. 


I 

IntrodiKtioa 

THE authorities in many developing 
oxuitries, including India, are currently 
implementing de jure liberalisation of the 
capital account of the balance of payments 
(BW). At least two reasons can be identiried 
for this interest in financial openness. Hrst, 
there has been increasing de facto opening 
of the capita] account: the effectiveness of 
capital controls has declined due to growing 
trade inicgratioii. financial innovations and 
rinancial opening dsewhete; and IS years 
after the debt crisis, credit rationing by 
comineirial hanksis fadingaway while flight 
capital is being repatriated. Second, there is 
a proposal from the International Monetary 
Fund (IMF) to amend the articles of 
agreement to incorporate CAC as one of ilw 
obligations of Fund membership. 

In such a milieu, many of the advanced 
developing countries are increasingly finding 
themselves involved, albeit sometimes 
reluctantly, in debates which uige them to 
remove existing capital controls without 
further delay. While policy guidelines for 
financial openness often stress the need for 
fiscal consolidation and the necessity of 
finding the tight monetary-fiscal policy mix 
to dampen the loss of monetary autonomy, 
what is usually overlooked is one of the 
fundamental propositions of open-economy 
macro-economics; that the sustainability of 
an exchange rale regime requites nuinlaining 
long-ron consitiency between monetary and 
exchange rate policies. This implies that 
under complete financial opetutest monetary 
policy would be subject to an exchange rate 
rule rather than a money growth role. 

Thus, any central baidc that Indulges in 
cxceuive (relative to the exchange rate 
atignmoH) credit creation would eventually 
find itaelf unable to peg the exchange rate 
between domestic mid foreign currency. If 
capital is perfectly mobile, as it will be under 
^AC, the enUapKofthe exchange me regime 


is typically triggered off by a sudden BOP 
crisis in which speculators fleeing from the 
domestic currency acquire a large portion of 
the central bank's foreign exchange reserves. 
Faced with this reserve hemorrhage, the bank 
would have no other option other than 
withdrawing from the foreign exchange 
market and allowing the exchange rate to 
float freely, at least temporarily. 

Under the circumstances, and considering 
that liberalisation failed, for example, in 
some of the Southern Cone countries, views 
on CAC - a complex topic which does not 
lend ibicif easily to simple generalisations 
- have become increasingly diveisificd. 

n 

Towards Capital Accoont 
Convertibility 

Rationale eou Opening Capital Account 

Dismantling capital controls is generally 
presumed to generate economic benefits 
through increased opportunities for 
intertempond trade and cross-barderportfolio 
divenification in both asseu atxl liabilities 
[Agenor and MonlicI I99ti]. 

However, mare often than not. capital 
controls have been used to pteserve monetmy 
autonomy. With fully floatingexchan^rates, 
the nominal money supply can be controlled 
at any desired level by the central bank, and 
BOP adjustmoit is achieved, in the main, 
through exchange rate movements. Hence, 
national monelarisu claim (hat the govern- 
meni can enjoy both monetary mdependence 
and external balance, provided they accept 
a pure float of their currency. When die 
exchange rate it fixed in nominal terms aixi 
capital is ftedy mobile, monetary autonomy 
is lost [Kreinin and Officer 1978). Despite 
(Ms result, those in favour of CAC argue that 
such policy independence is actually 
undesirable: inflationary policies become 
untenable with full financial openness 
becauae capital flows abroad and reserves 
tun dry. At a result, greater diidpline is 


imposed on both mcmetary and fiscal policy 
because fundamental imbalances are never 
inevitable and capital flight provides a leading 
indicator that policies need to be changed. 
Conversely, when controls over capital 
inflows are used to maintain an undervalued 
exchange raie.largeciiiienl account surplutes 
and the build-up of foreign exchsige reserves 
are likely to pose problems. Opening the 
capital account helps to dampen inflationary 
pressures arisi ng from any inability to sterih se 
excess liquidity. 

Goodsye Financial Remession, Hblo 
FWanoal Crash? 

In the late l97Qs and early 1980s. several 
countries in Latin America (Argentina. Chile, 
and Uruguay) and Asia (Indonesia and 
Malaysia) embarked on financial deregula¬ 
tion as pan of a broader li benl isation strategy. 
The highly pubticiied experiments by the 
Southern Cone countries with financul open¬ 
ing ended in a financial crash, while other 
country experiences indicate, however, that 
financial opening can be beneficial, although 
it always involves substantial risks. Thus, 
the results have differed so much in each 
case that predictions about the effects of 
CAC are hardly possible IDiaz-Alejandro 
198S, Cotbo and De Melo 1987, Cho and 
Khatkhate 1989]. 

In this contexL it needs to be noted that 
the financial opening of most advanced 
industrialised countries has been gradual. A 
speedy transition from rather restrictive to 
open financial regimes occurred only in the 
UK (1979), Australia (1983) and New 
Zealand (1984). These couffliibs first tried 
to maintain monetary autonomy through a 
pure float of the exdunge rate. They finally 
understood, however, (hat a regime of purely 
floating rates does not reduce economic 
interdependence «dth open capiial markets: 
it only alters the form of intrnfcpeodenoe. 
The experience of financial opening, 
accompanied by a pure float, is real exchange 
rate appreciation following stabilisation 
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which penittendy hampen exports [Monnde 
1992], 

These country experiences indicate that 
while CAC ne^ not inevitably lead to a 
financial crash, much depends on the 
sequencing of reforms and the timing of 
capital account opening relative to pre¬ 
requisite iastitulional and policy measures. 

Timing of Ruforms 

The dismal performance of the Southern 
Cone liberalisations has provided valuable 
lessons on the appropriate sequencing and 
timingof reforms [Edwards 1990, McKinnon 
1991, Hanson 1992]. There is little dis¬ 
agreement in the so-called sequencing 
literature that stabilisation, domestic price 
regulation, financial sector reform, and 
foreign trade liberalisation should all be well 
under way before the capital account is 
opened up. 

However, an i mportant issue that has arisen 
in the debate on the sequencing of trade and 
capital account reforms - an issue of rele¬ 
vance for policy-makers interested in 
embarking towards CAC - relates to the role 
of intertemporal considerations, and the effect 
of various types of distortions prior to reform. 
Several authors [Khan aitd Zahler 1985, 
Edwards and van Wijnbergen 1986] have 
attempted to take into account all these 
features. Surprisingly, the case for the 
‘current account first, capital account next’ 
is not as clear-cut as would be imagined, and 
would depend on the type and degree of 
initial distortions. 

However, one possible deficieiKy of the 
sequencing literature is that it ignores (he 
policies needed to prepare the ground for a 
successful opening of the capital account. 
The nature of the capita) controls is rarely 
specified and no distinction is made between 
inflows and outflows of capital; it assumes 
that countries have to liberalise controls on 
both outflows and inflows simultaneously. 
A second reservation is that it stems from 
the experiences of countries that liberalised 
at a ti me when funds were i n abundant supply. 
Finally, the sequencing literature also ignores 
the political economy of reform. 

Imphoiments to Reforms 

The fact that many developing countries 
rely upon capital controls to prevent an 
appreciation of the real exchange rate may 
pose a particularly important impediment to 
the dismantling of capital controls which can 
helpthe monetary authorities to target money 
growth and the exchange rate at the same 
time [Reisen 1994], Sterilised intervention 
by the central bank to coimteract capital 
flows and to manage the pace of exchange 
rate appreciation can only be effective whm 
the substitutability between foreign and 
domestic assets is sufficiently imperfect to 
replace (be dismantled capit^ controls. In 


other wordi. only the exittence of an 
exchange risk premium which causes 
deviations from uncovered interest parity 
can be exploited by managed floating to 
reconcile monetary and exchange rale targets 
when the capital account is open [Kenen 
1988]. 

A ^rther complication for exchange rate 
management arises when stabilisation does 
not precede financial opening because this 
may lead to large capital outflows, increasing 
the opportunity for currency substitution. 
The reduction in the inflation (ax base 
resulting from the substitution of foreign 
assets for domestic currency holdings may 
lead to an inflation burst if fiscal rigidities 
prevent adjustment of the primary deficit. 
If the government now chooses to increase 
exiernal borrowings to finance the deficit, 
private agents will understand that the adverse 
effectsof highcrcxternal debt on the solvency 
of the public sector will eventually force a 
fiKal adjustment. The resulting high likeli¬ 
hood that domestic currency assets may be 
taxed could then further accelerate capital 
flight. 

PoucY Guidelines; Indian Context 

In (he policy sphere, careful disdruition 
has to be drawn between opening of the 
capital account and openness. Opening 
requires fiscal consolidation as a sine qua 
non for macro-economic stability and the 
establishment of financial markets to provide 
instruments for cushioning the lots of 
monetary autonomy implied by opening. On 
the other hand, openness requires policy 
instruments to avoid inflation ^ exchange 
rate appreciation, exchange rate and debt 
management policies, backed by consistent 
monetary policy implemeniation, In part to 
foster interest rate convergence to world 
levels. 

To ensure that medium-term flnancial 
opening and short-run financial openness 
achieve their ultimate objectives: that of 
increasing efflcitticy and growth without 
compromising stability, C Rangarajan, 
former governor of the Reserve Bank of 
India (RBI) anxMnted a Committee on Capita] 
Account Convertibility under the chairman¬ 
ship of S S Tarapore, former deputy go venxir 
of the RBI. TJie key terms of reference were: 
(i) To recommend the measures that should 
be taken to achieve fiiU capital account con¬ 
vertibility, (ii) To specify the sequence and 
time frame in which such measures are to 
be taken, and (iii)Totuggest domestic policy 
measures with the specified sequencing. 

The committee which submitted its report 
[RBI 1997] recommended inrero/ia that the 
implementation of CAC be spread over a 
three-year period 1997-2000. Attaining a 
mandated inflation rate was to be regarded 
asacrucial precondilionfarCAC Inaddition, 
the conduct of exchange rate policy and the 


adequacy of foreign exofaaoge nHTvw were 
to be assessed on an ongoing basis. 

In this context, the committee recom¬ 
mended that: (i) the mandated rate of infla¬ 
tion for the three-year period should be 
about 3-5 per cent; (ii) the RBI should have 
a Monitoring Exchar^ge Rate Band of ± 5 
per cent arourtd the neutral teal effective 
exchange rate (REER) and that, while ordi¬ 
narily it should not intervene in the foreign 
exchange market when the REER is within 
the band, intervention within the band was 
justifiable only to obviate speculative forces 
and unwarranted volatility; and fiii) foreign 
exchange reserves should not be less than 
six months of imports over the three-year 
period although it was agreed that, in the 
context of a move to CAC, capital flows 
would have a more significant effect on the 
BOP and conventional indicators in terms 


of import cover would not provide a good 
enough indicator of the adequacy of reserves. 

Based upon the implications of the 
literature as well as some of the liberalisation 
experiences, we initially set out a theoretical 
friuTwwoik which explores the dynamic inter¬ 
actions between money, inflation, reserves, 
interest rates and growth, within the context 
of flnancial openness. We then formalise the 
relationships between monetary and 
exchange rate policy, on the one band, and 
bet ween an acti ve crawling peg and a shadow 
floating exchange rate, on the other, to discuss 
appropriate - in terms of consistency and 
sustainability - macro-economic manage¬ 
ment during the process of financial integra¬ 
tion. We finally apply the model in the 
current Indian context and examine whether 
the specific policy guidelines (cited above) 
of the committee are consistent and suslain- 
abte; and if so, the changing ciicumstances 
under which they can be rendered 
unsustainable. 

m 

A Model of Exchange Regime 
SmtainabBHy 


Consider an open economy in which 
reskleats consume a single tradable good 
whose foreign currency price (i e, the nomiiul 
exchange rate) is revised upwards at a j 
constant pre-announced rate eveiy period 
The domestic inflation rale is a wdghtrd 
average of exceu money growth rdative to 
real output growth (the Quantity Theory 
auumption) and nominal exchange rate 
variaiioiu (the Purchasing Power Parity 
Theory assumption). With compleie financial 
openneu, the domettic nominal interest rate 
must be governed by the uncovered iniemi- 
rate parity equation. There are no private 
banks, so that the money stock is equal lo 
the sum of domestic ci^l iswed by ihc 
oemral bank and the domestic currency val ue 
of foreign reservei held by the central bank 
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Foreign reserves earn no interest, and 
domestic cretfit expands at a constant growth 
rate. Finally, it is assumed that the supply 
of output is positively influenced by real 
dome^c crc^t (the ‘credit availability' 
effect) and teal interest rates (the financial 
lepresaioD hypothesis), although very high 
real rates can reduce investment and thereby 
lower the growth t«e. 

The model is thus defined by the fallowing 


set of equadons: 

m, - p^ ■ A + ay, - Bi„o, 6 > 0 (3.1) 

m, = o,D, + OjR,, 0 < (0i,02) < 1 (3.2) 

fa, » (1, p > 0 (3.3) 

e, * e, e > 0 (3.4) 

in » S|(mryt) + 0 < 8i < I (3.5) 

i, » 1^1 + e, (3.6) 

y, ■ e,, + e,(Drpi) + 9j(irPi) 

- 9 j(ir^. e,.ej.e )>0 ( 3 . 7 ) 


where tn, is the nominal money stock, D, it 
domestic credit, R( is the domestic currency 
value of foreign exchange reserves, e, is the 
mxnina] exchange rate, p, is the price level, 
y, is real output, i, it the domestic nominal 
interest rate, and i^, is the (exogenous) foreign 
interest rate. All variables, except interest 
rates, are measured in logarithms. 

Eq (3.1) relates real money demand posi¬ 
tively to real income and negatively to the 
nominal interest rate. Eq (3.2) is a log-linear 
approximation of the identity defining the 
money stock as the sum of reserves and 
domestic credit. Eq (3.3) specifies that 
domestic credit grows at a constant rate p. 
Eq (3.4) spedfles a crawling peg exchange 
rate anangement with the nominal exchange 
rate being depredated at a constant rate e 
each period. Eq (3.5) indicates that the 
inflation rate is a weighted average of excess 
liquidity (i e, money growth less output 
growth) and the depreciation rate. Eq (3.6) 
provides the interest rate parity equation 
where the expected rate of depreciation is 
replaced by the actual rate on the assumption 
of a constant pre-announced rate of crawl 
evety period. Hnally, eq (3.7) indicaies that 
the real growth nte of output Is positively 
rdmed to the growth rate of real domeitic 


credit as well as to the real rate of interest. 
The parabolic term is introduced on the 
assumptirm that once the real rate crosses 
a critical threshold, the resulting crowding 
out of investment would adversely affect 
growth. The idiove model is now examined 
to determine the guidepoits for ensuring con¬ 
sistency between monetary andexchange rale 
policy, u wril as sustainability of the crawl 
rate, under complete financial openness. 

Iso-Reserves Line 

Coininning together the time-derivstives 
of eqs (3.1), (3.2) and (3.6), and noting that 
6, = e s 0, yields; 

OiD, + OjR, - p, = Oy, - Bi*^, (3.8) 

Substituting eq (3.5) into cq (3.8) aimve, 
and using eqs (3.3) imd (3.4), yields; 

a,p + Ojk, - 8,(cr,p + OiR, - yj 
- (1 - 6,)c = ay, - 6i\ _ (3.9) 

Assunung a = I and setting y, ^ g* (die 
desired growth rale) yields die following 
equation for the rate of change of reserves; 
R, = [(g* + E - OipVOiJ 

- [BiVajd - 5,)J (3.10) 

Eq (3.10) indicaes Ihtf if domestic credii 
expansion exceeds the sum of the tea] growth 
rate and the crawl rate, reserves are depleted 
each period. Thus, any finite stock of 
fcserves wilt be exhausted in a niute period 
of time. The equation also indicates that 
even if there is consistency between mone¬ 
tary and exchange nte policy in as much as 
eBOiP-g*solhar the first tenn in parentheses 
on the right-hand-side of eq (3.10) is equal 
to zero, reserves can still be defined if 
foreign interest rates are rising, i e, > 0, 
because this would lead to reserve depiction 
via capital outflows. Under the circum¬ 
stances, rising world interest rales would 
require higher crawl rates to offset reserve 
losses. Tims, exchange rate management, 
apart from necessarily being consistent with 
monetary policy, would also be subject to 
foreign influences. 

Any additional assumption, in thi s context, 
legartog the adequacy of reserves in terms 
of impoit cover would requite the specifi¬ 


cation of an import demand function usually 
given by; 

Z,-e,= E,y.-E,lc,-pJ (3.11) 

where Z refers to the logarithm of imports 
measured in domestic currency units. Thus, 
the above import demand function implies 
that imports measured in foreigD cunency 
units, i e, Z, -c,, are positively related to real 
output, and negatively to the real exchange 
rate, i c, e, - p,. Here, £, and £2 are both 
positive parameters that measure the elasticity 
of imports with respect to output and the 
relative price of imjiOTUbles. respectively. 

If we assume that reserves should be some 
fixed fraction of imports, then regardless of 
the value of this constant, we have; 

R, = = £,y, + (1-Ij)c, + ILjH (3.12) 

Linking up eqs (3.10) and (3.12) and 
assuming that y,=g* and p, stt* (thedesired 
inflation rate), yields'; 

E,g* + (l-tile + EjK* = 

I(g* + c- OipVaj - [BiVoj(l-8,)J (3.13) 

Rearranging terms, we obtain the iso- 
reserves line given by: 
a,p = l(l-ajEi)g* - OjSiK* - ai7c2(l-6i)l 
+ [1 - Ojd-EilJc (3 14) 

which is an upward sloping line ine-p space 
- depicted by the RR line in figure 1 - 
implying that higher domestic credit growth 
rates (which deplete reserves) would have 
to be compensated by rising crawl rates 
(which attract reserves) in order to maintain 
reserves at the desired level. All points lying 
above the RR line indicate that the reserve 
accretion target is not being met because of 
the higher than required rate of domestic 
credit expansion associated with the givea 
rate of exchange rtte depreciation. Con¬ 
trariwise, all points below the RR line sug¬ 
gest a higher than desired level of reserve 
accumulation. 

Iso- 1 nflatk>n Line 

Substituting the lime derivative ofeqC3.2), 
along with eqs (3..3) and (3.4), iuiu rq OS) 
yields: 

^ • 8i(aiM + OjR, - y,) + tl-8,)e (3.15) 
Substituting eq (3.12) into eq (3 151 above 
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and setting p, = x* and y, = g* yields the 
iso-inflation line given by; 

5,o,m = [8,(l-HT2J:i)g* + (I-5,022 j)x* 1 
- (SiOsd-Iz) + (1-5 ,)]e (3.16) 

which is a downward sloping line in e-p 
space - depicted by the I¥ line in Rgure 
1 - implying that hi^ credit expansion rates 
(which increase inflation) would have to be 
offset by low crawl rates (which decrease 
inflation) in order to keep the inflation rate 
constant. All points above (below) the PP 
line indicate that the actual inflation rate is 
higher (lower) than the target rate. 

Iso-Growth Curve 

Substituting eq (3.6) into eq (3.7), setting 
p, s rf as . well as y, - g'*, and using eqs 
(3.3) and (3.4) yields the following iso¬ 
growth curve; 

e,M = (g - flo + fli* - e:(i'r") + Ssfl'c-")*] 
- re, - 2e3(iVx)]E + e,£* (3.i7) 
which is a parabola in e - p space - depicted 
by the convex curve GG in Figure I. 
Considering that the real interest rate is given 
by r (e i - x s i*^ 4 - c - n), it implies that 
initially increasing values ofe, being associa¬ 
ted with increasing values of r, would be 
growth inducing, thereby requiring lesser 
rates of credit expansion. However, once e 
exceeds a critical level, the ensuing high 
value of r would inhibit growth and therefore 
require a higher rate of credit expansion to 
offset this effect. 

Iso-Paritv Curve 

Assume that there exists a pie-announced 
minimum level of reserves ( 1 ^) which, if 
reached as a result of speculative attacks, 
would compel the central bank to abaitdon 
the current crawling peg exchange rate 
syston, withdraw from the foreign exchange 
market, and allow the exchange rate to float 
freely. In sucdi a situation, the speculative 
attack would occur at the point where ^ 
‘shadow floating Fde', which reflects market 
fundamentals, is equal to the prevailing 
crawling rue. 

The shadow floating rate is the exchange 


rate that would prevail with the current credit 
stock if reserves had fallen to the minimum 
level and the exchange rate was allowed to 
float freely. Aslongasthcciawlingexchange 
rate is more depreciated than the shadow 
floating rate, the crawling peg regime is 
viable; beyond that point, it is not sustainable. 
The reason is that if the shadow floating rate 
is below the prevailing crawling rate, specu¬ 
lators would not profit from driving down 
the government's stock of reserves to its pre- 
announced lower bound (R) thereby forcing 
the adoption of a floating rale regime, since 
they would experience an instantaneous 
capital loss on their purchases of foreign 
reserves. On the other hand, if the shadow 
floating rate is above the crawling rate, specu¬ 
lators would experience an instantaneous 
capital gain. As neither anticipated capital 
gains nor losses are compuible with a perfect- 
foresight equilibrium, speculators will 
compete with each other to eliminate such 
opportunities. This type of behaviour in¬ 
corporates the arbitrage condition that the 
pre-attack crawling rate must equal the post¬ 
attack floating rate at the exact time of the 
speculative attack. 

The first step, therefore, is to find the 
solution for the shadow floating rate. 
Considering that the shadow floating rate is 
the exchange rate that would prevail with 
the current credit stock if reserves had fallen 
to the minimum level, we have: 
in,= OiD,+ O 2 R (3.18) 

which is the expression for the money stwk 
when reserves idhch their lower bound (R). 

Setting 0 D= 1 , taking the rates of change of 
eqs (3.1) and (3.18), using eqs (3.3) and (3.5) 
arid re-writing the resulting expression in 
terms of e, which has to be now interpreted 
as the rate of change of the shadow floating 
exchange rate, yields: 

^=CiP-y. + [Bi'Al- 81 )] (3.19) 

Eq (3.19) indicates that lower the credit 
grov^ rate, p; or higher the real growth rate, 
y,; the slower will be rale of dep^alion of 
the shadow floating exchange rate. As far 
u the parameters are concerned, it is seen 


that larger the proportion of domestic credit 
in the money stock,CT|; or greater the sensiti¬ 
vity of the inflation rate to excess money 
growth, 8|; the foster will be the rate of depre¬ 
ciation of the shadow floating exchange rate. 

The interest rate (semi-)elasticity of money 
demand, B, determines the size of the 
downward shift in money balances and 
reserves that takes pl^ when the foreign 
interest rate increases (F,> 0 )and the nominal 
interest rate rises as a result of the interest 
parity condition which is an outcome of the 
transition to full financial openness. The 
larger the value of B, the foster will be the 
rate of depreciation of the shadow floating 
rate as a result of rising foreign interest rales. 

Now, if the crawling exchange rate is 
above the shadow floating exchange rate to 
begin with (which is a necessary condition' 
for the crawling peg regime to te viable in 
the first place), and the rate of crawl is 
exactly equal to the rale at which the shadow 
floating rate is depreciating, then the shadow 
floating rate can never exceed the prevailing 
crawling rate. And as long as the crawling 
exchange rate is more depreciated than the 
shadow floating rate, the crawling peg regime 
is viable. 

The optimal crawl rate is therefore obtained 
by equating the right-hand-side of eq (3.4) 

- which is the rate of change of the oflicial 
parity - with the right-hand-side of eq (3.19) 

- which is the rate of change of the ^adow 
floating rate. This yields; 

C“ o,p-y,-h[BiV(l-a,)] (3.20) 

which, from eq (3.10), is seen to be pre¬ 
cisely equal to that rate of crawl for which 
Ri ° 0 . Ihus, the results indicate that if the 
crawl rate is less than the rale at which the 
shadow floating rate isdepieciating, sustained 
speculative attacks would result in reserve 
depletion. 

Substiuiting eq (3.7) into eq (3.20) above 
and setting p^ e %*, yields the so-called iso- 
parity curve which is given by; 

(o,- e,)p-(e„-e,if+ ejO'.-if) 

-0,(if-K*)»-B;fAI-8i)] + «l-*«j) 

+ 2ej(if,-ii*)]e-e,e‘ (3.17) 
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wMdk ii a parabola in space - depiAed 
by tbe concave curve EE in Figure I. This 
iso-parity line defines all combinations of 
p and e (which jointly determine g) for 
which the rate of depreciation of the shadow 
floating exchange rate (which is detenmned 
essentially bythediffcrencebetwccnpand g) 
is exactly equal to the crawl rate (e). 

Poucy Consistency and SusTAiNABicrry 

It thus needs to be noted that all points 
lying above the EE curve indicate 
combinations of p andefot whiebtheshadow 
floating exchange rate would be depredating 
faster than the official parity (whose 
depreciation rate is determined by e). This 
implies that the shallow exchange rate would 
eventually overtake the official parity, 
culminating in a speculative attack on the 
currency andanm on reserves. Consequently, 
all points lying in this legion indicate an 
unsustainable mismatch between monetary 
and exchange rate policy which would 
ultimately compel the abandonment of the 
official parity. 

Thus, all policy mixes can be categorised 
as follows: consistent and sustainable, 
inconsistent but sustainable, consistent but 
unsustainable, and inconsistent and 
unsustainable. 

If, DOW, for a desired n* and g*, (he iso- 
reserves line (RR), the isu-inflation line (PP) 
and the iso-growth curve (CiG) all intersect 
at a unique point below the iso-paniy curve 
(EE) - such as the point X in Figure 4 - it 
would imply that the policy mix is both 
consistent as well as sustainable. 

If, however, one targets idealistic infla¬ 
tion and growth rates, such as n** < K* 
and g*g*, then the rcsul ting policy stance 
would imply a higher p (to increase g) and 
a lower e (to reduce ic) and this pair could 
lie above the iso-parity curve - such as the 
point X in Figure 2 - implying 
unsustainability. 

Equally important, an increase in the 
world interest rate (i') could push down 
tbe iso-parity curve to such on extent that, 
although thm is no change in the desired 
taigets (n*, g*), the intersection of the RR, 
PP and (Kj lines could still take place 
above the EE line - such as the pouil X in 
Figure 3 - rendering the policy stance 
unsustainable. This would imply that the 
desired growth (inflation) target would have 
to be levi sed downwards (upwards) until the 
iso-inflation and iso-growth lines once again 
intellect below the iso-parity line. 

All this suggests that there it much more 
to policy co-ordination under complete 
financial openneu than what is ordinarily 
encountered when the economy is semi¬ 
open, because the resulting fuiancial integra¬ 
tion entails a very high level of policy 
discipline and, more impoiunlly, policy 
tieaclbllity became of the need to rapidly 
atljutt to changing circumstances. 


We now estimate tbe parameten of tbe 
above model and examiiM the implications 
of the policy recommendations of the 
committee both in terms of consistency as 
well as sustainability. 

rv 

An Evalnatioa oC the Guidelines 

Estimated Model 

The 8 -equation model, inclusive of the 
import demand function, i e, eqs (3.1 >-(3.7) 
and(3.l I), comprises S behavioral equations. 
All these were estimated using annual time- 
senes data over the 12-year period 1986-87 
to 1997-98. The time-varying parameter 
estimates were obtained using the Kalman 
filtering and smoothing recursion algorithms 
discussed in Rao (1997). We have provided 
below only the final Kalman smoother 
estimators of each equation for 1997-98 - 
it needs to be noted Chat, following the 
analytical derivation, a has been set equal 
to unity in cq (4.1) - which would forecast 
the conditional means of each of the 
concerned endogenous variables beyond the 
sample period baaed on the complete data 
span. 

The final set of equations were: 
m, - p, = -0.3565 + y, - 0.5335 i, (4.1) 
m, = 0.9547 D, + 0.0641 R, (4.2) 

p, = 0.8453 (riij-yi) + 0.1547 ^ (4.3) 

y, = 0.0378 + 0.4286 (D,-p,) 

■E 0.6576 (i,-p,)-«.3594 (i,-p,)* (4.4) 
Zi = -15.6171 + 2.1328 y, 

- 0.2455 c, + 1.2455 p, (4.5) 

Eq (4.3) implies that about 85 per cent 
of the variation in the inflation rate is 
explained by excess money growth and 
the remaining 15 per cent by exchange 
rate changes. Eq(4.4), besides validating 
the ‘creditavailability’hypothesis, indicates 
that, while growth would be stimulated at 
low real rates of interest, once real rates 
cross a threshold limit of about 4 per 
cent, growth rales would be adversely 
affected.^ 

Recommendations-. Inconsistent airr 
Sustainable 

Although the committee has recommended 
a mandated annual inflation rate of 3-5 per 
cent over the three-year period as a major 
precondition for CAC, it has not specified 
the desired money supply and real growth 
rates over this period in orderto achieve such 
a mandated inflation. Under the circum¬ 
stances, we initially set the desired growth 
rate at 6 per cent ti e, g* = 0.06) and the 
desired inflation rate at its higher mandated 
level of S per cetd (i e. tt* k O.OS). Using 
these aettingt, along with the parameter values 
listed above in eqs (4.1 )-(4.S) aixl a foreign 
interest rate (proxied by the LIBOR at its 
cunem level) of S.3 per cera, i e, i*« 0.053, 
wt obtained the following four curves in 


e-p space which are depicted in Rgure ); 
Iso-reserves: p a 0.0501 -f l.0639e (4.6a) 
Iso-inflation;p a 0.1120 - 0.l752e (4.6b) 
Iso-growth; p a 0.0929 - I.883Se 

-E 45.38696* (4.6c) 

Iso-parity: p a 0.0408 -e 3.I99Se 

- 33.32506* (4.6d) 

The intersection of the iso-inflation and 
iso-growth lines^ yields an annual domestic 
credit growth rate of 10.4 per cent and an 
annual (nominal) exchange rate depreciaiimi 
of 4.7 per cent The fact Dial these two lines 
intersect above the iso-reserves line indi' 
cates that the amount of credit expansion 
required to sustain growth is higher than that 
implied by the reserve accretion target. Using 
eq(3.IO), along with the settings for p 
(= 0.1039) and 6 (= 0.0466'|. it is seen ihtt 
R, = 0.1172, which, from 4q (3.2) yields 
in, = 0.1066, implying an Annua) (broad) 
money growth of 10.7 pcrlccnt: In effect, 
the committee has tmplicttivecommended 
a very light monetary poli^ indeed! 

From eq (3. 12 ), it is seen tM.' riia dekited 
expansion of reserves should be 17.9 per 
cent per year in order to ensure that reserves 
arc equivalent to six months of impoits. 
Based upon the discrepancy between the 
actual and desired growth in reserves, the 
resulut indicate that by 1999-2000, the stock 
of reserves (in dollars) would be equivalent 
to about 5.4 months of imports. 

However, and this is important, ahhough 
the policy settings envisaged by thecommittee 
are mutually inconsistenL they are sustainable 
in the sense thu the inter-section of the FT* and 
CiG lines occurs below the iso-parity line EE. 
Thus, the optimal policy setting for the rale 
of credit expansion implies that for the given 
rate of depreciation, the oflicial exchange rate 
would be depreciating faster than the shadow 
floating exchange rate making it unprofitabie 
for speculators to attack the cunency. 

iDEAUsnc Takcets and Unsustainable 
Poucihs 

In this experiment, we set the desired 
growth rate at 7 per cent along with the 
(lower) mandated inflation rale of 3 percent. 
Using these settings, with all other parameter 
values remaining unchanged vu-n-vu the 
previous run, we obtained the following four 
curves in F-p space (see Hgure 2 ): 
Iso-rescrves: p = 0.0608 + i .0639c (4.7a) 
Iso-inOation; p = 0.0980 - 0.17326 |4.7b) 
lst>-growth: p = 0.0782 - 0.0681e 

+ 45.3869^ (47c) 

Iso-parity: p = 0.0698 -e 1.8665 

£ - .33..1250E* (4.7d) 

The intersection of the iso-inflation and 
iso-growth lines yields an annual domeuie 
ctedil growth rate of 9.5 per ceM and an 
annual (nominal)exchangeiutc depreduion 
of barely 2 per cent. Once again these two 
lines intersect above the iso-reserves line 
indicatingiluathe amnum of credit expinrion 
required to sustain growth is higher than that 
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iii 4 )lied by the nserveaccntioAtaiset Bated 
upon the ^Kiepancy between the actual and 
(tered growth in neservet, the results iocHcate 
that by 1999-2000, the stock of reserves (in 
dollars) would be equivalent to just about 
3.8 months of imports. 

Mott important of all, however, is that 
although these policy settings seem plausi¬ 
ble. they are unsustainable because the 
intersection of the PP and GG lines occun 
just above the iso-parity liiK EE. This 
Implies that there is every likelihood of 
succumbing to a speculative attack if one 
targets such an idealistic mandated inflation 
rate because the optimal crawl rate necessary 
to realise this inflation rate would be lower 
than the rate at which the shadow exchange 
rate is depreciating making it profitable for 
speculators to attack the currency eventually. 

VuLNERABIUTY TO EXTERNAL SHOCKS 

In this experiment, we re-set the desired 
growtharid intlation rates back to 6 per cent 
and 5 per cent, respectively. However, we 
now hike up the world interest rate to 9.3 
per cent (the LIBOR which prevailed in 
1989-90), le, 1^=0.093. Using these settings, 
with all other parameters remaining 
unchanged, we obtained the following four 
curves in e-p space (see Figure 3); 
Iso-reserves: p = O.OWI + 1.0639 e {4.8a) 
Iso-inflation: p = 0.1120 - 0.17S2 e (4.8b) 
Iso-growth: p * 0.0719 + 0.1430 e + 

19.5040 t* (4.8c) 

Iso-parity: p « 0.QS55 1.7842 e - 

15.8894 e« (4.8d) 

The intersection of the iso-inflation and 
iso-growth lines yields an aiuiual domestic 
credit growth rate of 10.5 per cent and an 
annual (nominal) exchange rate depreciation 
of 3.8 per cent. 

The important aspect of this experiment 
it that altiwugh thm has been no attempt 
to target idealistic goals, the resulting policy 
stance is clearly unsustainable becauM the 
intersection of the PP and GG lines occurs 
above the iso-parity line EE, implying a high 
probability of a speculative attack. 

The reason for this is with a high world 
interest rate, eq (3.10) indicaies that the rate of 
credit expansion (exchange rate depreciation) 
should be decreased (imeased) to oihet reserve 
losses via capital outflows; while eq (3.20) 
indicates that the crawl rate should be in¬ 
creased in order to keep up with the pace at 
which Che shadow excittnge rate it depreda¬ 
ting. However, the given target levels do not 
lermit these adjustments because that would 
imply a lower (higher) growth (inflation) rate. 
Thei^ore, this experiment clearly under¬ 
scores the vulnetafaility of the economy to exter¬ 
nal shocks under complete firandal opennest. 

External Shocks and Domestic 
Adiustmbnt 

In this experiment, ww re-compute the 
desired grouth and inflation rates to as to 


acUevc a consistent and sustaiiiable policy 
mix at this high world inteteat me of 9.3 
per cent Repeated itemlou yielded a 4.3 
per cetd growth rate with no change in the 
inflation rate. Using these altered settings, 
we obtained the following four curves in 
e-p space (see Figure 4): 

Iso-teserves: p » 0.0347 4 1.0639 e (4.9a) 
Iso-inflation: p = 0.0967 - 0.1752 E (4.9b) 
Iso-growth: p “ 0.0322 4 0.1430 e 4 

19.5040 e (4.9c) 

Iso-parity: p vl 0.0555 4 1.7842 e - 

15.8894 (4.9d) 

For these desired values of g* >0.043 and 
K* > 0.05, the iso-teserves, iso-inflation and 
iso-growth lines all intenect at a unique 
point below the iso-pari ly line - thus implying 
both consistency as well as sustainability - 
yielding an annual domestic credit growth 
rate of 8.8 per cent and an annual exchange 
rate depreciation of 5 per cent As the PP 
and GG lines intersect on the RR line, it 
indicates that the amount of credit expansion 
required to sustain the (reduced) growth rate 
is exactly equal to that implied by the reserve 
accretion target. Based upon the negligible 
discrepancy between the actual and desired 
growth in reserves, the results indicate that 
by 1999-2000, the stock of reserves (in 
dollars) would be equivalent to about 6.3 
months of imports - thereby satisfying the 
norm specified by the committee. 

Thus, it is seen that consistency and 
sustainability have been achieved, albeit at 
a very high cost, by scaling down the growth 
rale to just about 4.3 per cent; indicating the 
extent of domestic adjustment that would be 
requited to counter extenul shocks under 
complete financial opetmeu. 

Destabhjsino Extebnal Shocks 

Hitherto, we had assumed a once-and-for- 
all increase in the world interest rale from 
S.3 per cent to 9.3 per cent in this final run, 
we assume a high and rising world interest 
rate.. Thus, we set i'» 0,07 and i' • 0.01, 
implying that the LIBOR is 7 per cent and 
will increase by I percentage point each 
period. 

The results indicate that though there is 
no change in the desired targets vis-a-vu the 
last run (i e, g* a 0.043 and x* * O.OS), the 
resulting policy lAx is unsustainable because 
the intersection of the PP and GG lines, at 
p a 0.0842 and e a 0.0711, occun on the 
EE line. With a world inmrest rate of 7 per 
cent (and more), a dqmciation rate of 7.1 
per ceM. and an inflation rate of 5 per cent, 
it implies that the resulting high teal interest 
me^9.1 percent could reduce the already 
low growth rate of 4.3 per cent still fiifther. 

As mentioned earlier, it is the interest rate 
(semi-)eiasiicity of money demand, S, that 
determines the size of the downward shift 
in money balances and reserves that takes 
place when the nominal interest me risca as 
a result of the interest parity condltiott. Thus, 


the laiyer the vatne of B, ifae lbmr\will be 
theiateofdeiimditioaoftheiludimfloaihig 
rm doe to riiiiig fimlgn imerett raiet. TUi 
is the raaitm u to why even a 7.1 per cent 
annual crawl rate » unable to keep pace with 
the rate at which the shadow exchange me 
is dqnciating. 

Thiia,ftill financial openness wouldrequire 
policy flexibility to be able to continuously 
adjust to such repeated external shocks. Any 
inertia in this regard would destabilise the 
economy and leave it hi^y vulnerable to 
speculative attacks. 

V 

CopcfanioHs 

This paper dealt with the specification of 
a theoretical framework which explored the 
interactions between money, inflation, 
reserves, interest rates and growth, within 
the context of a move towards full financial 
openness - a proposal which many 
d^loping countries have curtently begun 
to accept tacitly. The analysis showed that 
fiill financial opoiing requires not merely 
monetary and exchange rate policy 
consistency to entire tiutt it achieves iu 
ultimate ot^ives: that ofinacasing growth 
and reserves without compromising price 
stability, but also policy suitainabitity in the 
sense that financial openness will not be 
accompanied by a speculative attack on the 
currency and a subsequem ran on reserves. 

We then examined whether the specific 
policy guidelines of the committee on CAC 
were consistent and sustainable; and if so. 
the circumstances under which they can 
become unsustainable. The results in^cate 
that while a 6 per cent growth rate and a 5 
per cent inflation rate are mutually 
inconsistent with the teconunended reserve 
requirements, they are sustainable under the 
current structure of foreign interest rates, 
although the accompanying monetary 
policy would have to be very tight indeed. 
On the other hand, a 7 per cent growth rate 
and a 3 per cent inflation rate are unsustain¬ 
able in the sense that the accompanying 
tdati vely high (low) rate of credit expaniioo 
(exchange rate dqireciation) would be an 
open invitation for speculators to attack the 
currency. Thus, the results indicate the 
ilangers of targeting ‘overheating' growth 
rates and/or 'idealistic' inflation rates 
(mandated or otherwise!). 

Equally important, high and riaing world 
interest rates would warrant a scaling down 
(up) of desired growth (inflation) met in 
order to render the ensuing policy stance 
sustainable. By and large, it is seen that a 
wide band for monitoring the real exchange 
rate (RER) is undesiraUe and, effectively 
speeking, the band around which the RER 
should move should he conflned to-1 to43 
per cent to prevent speculative attacks.* 

Plnally,cainpleieflnancialopefiiiig would 
imply a highly flexible monetary policy - 
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t (flfAcuk tMk oocMiderlng that mo^Btaiy 
wtonomy ii contidenbly attenuated when 
the exctooge rate ii flxed and capital is 
mobile - which would have to keep up with 
the rapid pace of integration of the domestic 
economy with the world economy; as well 
as a sustainable exchange rate policy where 
the (usually) managed floating rate has to 
keep pace with the rate at which the shadow 
floating rale is depreciating. 

In this context, it needs to be noted that 
countries in the south east Asian region - 
especially singled out by the committee as 
bdng paradigms of economic efTiciency - 
have witnessed a run on their currencies of 
late and South Korea has been by far the most 
impoftam victim ofthe recent turmoil. It was 
notjuit the worid'seleventh largest economy 
and the firtt major developing country to be 
accorded a virtual OEC^D status, it was held 
out by economists as the role model for 
developing countries to follow. The $ 55 
tnllion IMF-led bail-out plan for South Korea 
is the largestever rescue operation in financial 
history. It dwarfs the $ 17 billion rescue 
package for Thailand and the $ 20 billion 
bail-out for Indonesia, and even exceeds the 
cumulative funds of $ 48 billion received 
by Mexico after the peso collapsed in 1994. 

These recent developments contain 
important lessons for India which has often 
been asked to emulate tbe South Korean 
‘model’. The first, and perhaps most 
important, is that any hasty move towards 
capital account convertibility needs to be 
avoided at all costs. The South Korean 
approach to CAC had been clearly spelt out 
in a pre-announced three stage programme 
envisaging complete liberalisation of capital 
and foreign exchange markets by 1998-99 
- very much along the linei of the Indian 
propi^. 

In this context, over tbe past three decades. 
South Korea had achieved remarkable 
successes in strengthening the initial 
preconditions necessary for ftdl financial 
opening. In effect, it real growth rates 
which averaged about 9 per cent per year 
over the I99Qt with a large reliance on 
domestic savings rather than external 
resources. Over this period, the average 
antnial inflatioa rate was around 4 J per cent, 
while aggregate investment and the CAD 
were about 34 per cent and 1.5 per cent of 
ODP, respectively. Monetary policy was 
conducted within a framework of annua) 
target ranges for the Mj aggregate and fltca) 
comolidation and conaervatism helped in 
keeping government deficits and debt at 
tdativeiy low leveU. 

More importantly, the exchange rate 
operated under a managed floating system 
and the won/dollar exchange rate fl uctuation 
band was set * per cent of the average 
rale of the previous day: thereby providing 
a ttnng boost fbr export competitiveneu. 
At a reiult of all these policies, reserves had 


mounted steadily to over $ 32 billion by the 
end of 1996. Thus, South Korea had more 
than fulfilled most of the major preconditions 
laid down by the committee for full 
convertibility in the Indian context. 

However, all these have, in retrospect, 
proved to be woefully inadequate to prevent 
the erorion of creditor confidence in South 
Korea which led to tbe speculative attack on 
the won last month mi the subsequent 
currency meltdown after the central bank 
expend^ most of its foreign exchange 
reserves in a vain attempt to defend the 
official parity. 

Second, financial sector reforms have 
exposed the domestic banking and financial 
systems to greater risk. In this context, while 
the immediate trigger for the South Korean 
debacle may well have been the general loss 
of foreign investor confidence in Asia as a 
whole, the real reason seems to be inadequate 
banking supervision and regulatory 
mechanisms. As such, CAC (implying 
external financial liberalisation) could he 
disastrous in the absence of domestic financial 
UberalUatton which should include inter alia 
prudential banking regulations. 

Finally, it needs to be noted that the 
committee on CAC has focused atlemion on 
attaining sustainaUecunent account deficits 
as a prelude to full capital account 
convertibility. However, the most recent 
evidence gathered in this regard by 
Kaminsky, Lizondo and Reinhart (1997) 
clearly suggests that one of the leading 
indicatoRofacurrency crisis isadeteriotBtion 
of the trade balance (aitd not the current 
account balance which, contrary to 
expectations, does not receive muchslalistical 
support as being a useful indicator of a 
crisis). In this context, it is indeed a matter 
of grave concern that the Indian trade deficit 
in 1996-97 increased to S 12.4 billion (as 
against $ 11.4 billion in 1995-96) because 
this has been sending out the wrong signals 
to cuireiKy speculaton. 

In emdusiem the results suggest that rapid 
financial opening is friuight with difficulties 
because it entails extreme policy discipline 
- something which may not be possible in 
the current uncertain Indian political set-up. 
While it is certainly premature - based upon 
the Korean experience - to write off CAC, 
Indian policy-makers ue entitled to ask 
advocates of CAC, nouMy the IMF, what 
went wrong. The answen from these quarters 
may not he very convincing because the IMF 
considen the South Korean debacle to be 
a product of insitfficient liberalisation, 
although as tong as the Korean model was 
working, no one, least of all the IMF. 
challenged its credentials. Regardless of the 
aiuwers.however.the current cifcunotances 
underline the urgent need lo re-estimate the 
pace u well as the preconditions fbr CAC. 
before we end up as one more casualty of 
the currency crisis. 


Notes 

1 Strictly qiraking, we should teplice x aad g 
by eqt (3.5) and (3.7), respectively. Hotvever, 
the icsttltiat expiessiaa theu becom es very 
complicated fa luyineaiiiiiifiiliat ei pwil a licu. 
As nidi, we OKume tha wkh x aul ■ fixed 
at their desired levels (x* sad g*), the 
intenectioii of the PP line (for xwa*) mul the 
CCI iae (for g^) would indicale the defiakive 
policy setting which would tMen detr rn d a n 
reserve soxicuon or depietioa. 

2 Differetit'iatiageq(4.4)willinsipectlor, 

and setting the cxpressioii equil to mo yieuH 
r, = 0.0393. i e, about 4 per cent. Tbe hKt dHi 
r, IS currently well over this limit emdd be oae 
reasoo for tbe present industrial slow-dowiL 

3 Considering that we icpiaeed g g* in the 
PP line and X by X* in the GC line, M impliea 
Ihat all along the iso-oinatno (iao-gniwtti) 
line we are implicitly assuming a growth 
(inflation I rale of 6 per cent <5 per cent). That, 
the policy setting can be cooristenl only rt the 
intersection of the PP and GG Uaei. ^ 

4 If i' langes between 0-3 per cent, nnd e 
averages bet w een 4-S per cent then, with x* 
set at 5 per cent. 11 would imply dirt the real 
exchange rale depicdalioa woidd haivc to tie 
within a nanow band of-t lo 43 per oeot pet 
year Thus, the band of x 5 per cent 
recommended by the committee seems lo be 
loo wide because it would invhe sprrntrtive 
attacks at the lower end of the btasd. 
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Politics of Industrial Location 

Indian Federalism and Development Decisions 

Knhahnanda Dm 

Taking the steel plant in Orissa scheduled during the Fourth Plan period as an illustrative case, this article 
unravels the intricacies of political compulsions shaping major public investment decisions. The second steel 
plant to be located in the Nayagarh region in Orissa not only fulfilled the requirement of locating public sector 
units in backward areas but also satisfied major techno-economic criteria for its establishment. But the split in 
the Congress Party in 1969forced Indira Gandhi, then struggling to maintain her hold over the party, to relocate 
the steel plants in three southern states so as to win over the base of the rival ‘Syndicate’ group within the party. 


IN India, a federation of states, the regional 
development dimension has been rdegtied 
to the background in the face of national 
growth ofaiectives. This is not to say that 
developing backward regions has not been 
pan of the national policy. In fact, industrial 
dispersal as a major strategy to develop the 
backward areas was perceived as a policy 
principle in the Fust Five-Year Plan itself 
For the national industrial development to 
proceed rapidly and in a balanced manner, 
it was held that ‘'greater attention will have 
to be paid to the development of those states 
and regions which have so far remained 
backward" [Planning Commission 
1931:442]. Further, the Industrial Policy 
Resolution of I9S6. which continued to 
remain the ‘cornerstone' of government 
policy in industrialising backward areas, 
obsei^ that. 

The lack of industries in dUTetem parts of 
the country is often determined by faemrs 
such as the availability of the necessary raw 
materials or other natural resources. A 
caacentratioa of industries in certain areas 
has also been due to the ready availability 
of power, water supply and transport facilities 
which have been developed there. It is one 
of the aims of national planaing to ensure 
that these facilities arc steadily made 
availabie to areas which are at present lagging 
behind industrially or where there is greider 
need for providing opportunities for 
employment, provided the location is 
otherwise suitable [quoted in NCDBA 
1981:7]. 

The Third Plan expliddy stated that, "in 
the location of new enterprises, whether 
public or private, consideratioos (should be) 
given to the need for developing a balanced 
e co no m y in different parts of the country" 
[PlanningCommission 1961:44]. It was also 
held that larg&^cale industries frequently 
served as‘a spearhead of intensive and broad 
development*. At the same lime, the 
document admitted that economic and 
technical considerations were always 
impottam as far as difftision of activities of 
the large-scale industries was concerned and 
only marginal deviations were feasible in 
practice. In other words, in the location of 
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public sector units, the demands of relatively 
backward areas were also kept in view 
‘wherever this could be done without giving 
up essential technical and economic criteria'. 
It may, thus, be inferred that the locatkmal 
decisions of the public enterprises 
‘objectively and rationally’ are contingent 
upon techno-econotnic considerations, and 
the aspect of developing ecormaiically and 
socially backward areas are only ‘secondary’ 
in such decisions. 

OvNAsucs OF Location of 
Steel Plant(s): An Enquiry 

It is important to note that the first two 
decades of Indian independence marked a 
distinct phase in the centre-slate relations, 
as the Congress remained in power in both 
thccentreandallthc statcs,excepting Kerala. 
‘This continuous one-party rule muted the 
political lenskms and differences that would 
tMrmal ly arise in a federation, however small 
might be the powers of the states” 
[Balasundaram 1973:67]. By and large, the 
period 1947-67 was characterised by 
‘political homogeneity’ fSathyamurthy 
1989:2133]. Apart from the intra-party 
settlements between leaders, the National 
Devekipfnem Council (NDC) also acted as 
a semi-ofTicial forum where decisions could 
be arrived at on a co-operative basis largely 
due to the sharing of a common ideology. 

Beyond the theory of single party 
dominatian as an instrument of ironirtg out 
gnarly facets of centre-state rdations, a few 
rational decisions by the centre would have 
helped keep the disconient mem low. In fact, 
durirtg the I930ikand the 1960s a number 
of sizeable public sector investments in the 
core sector did take place in the 
underdeveloped states, e g, the steel plants 
in Bhilai (Madhya Prs^h), Rourkela 
(Orissa) and Bokaro (Bihar).' 
Notwithstanding the claim of regional 
backwardneu as an important criterion in 
these location decisions, from a strictly 
techno-economic point of view these sites 
were best suited, at least in leniu of 
availability of ample and high quality bask 
raw materials [Das 1993:618-19]. 
Neverthelest. even during iMs ‘golden era' 


of planning compulsions of political 
capriciousness did prevail ovm rational 
criteria to base public sector units in certain 
regions.’ So Icxig as these location dedsioos 
imaged a coincidence of purposes, namely, 
techno-economic suitability and 
development of backward areas, the vested 
politied interests, if any, did not surfaoa 
The substantial rational core in the location 
in the earlier phase, the 19S0s through the 
raid-1960s, perhaps can be related to the 
socio-politit^ arid economic conditions 
prevailing then: in the immediate post- 
independence context the need m build a 
viable core industrial sector was recognised 
by the dominant social and political classes. 
Given this, in some cases, location decisons 
were guided by techno-economic 
considerations to a considerable degree; 
interestingly, in the case of stecL the objective 
of backward area development dk) ovcrlsp. 
And this was aided by the fact that the ruling 
party, the (Congress, presented a picture of 
high order stability and coherence: acontext 
like this perhaps kept the regional political 
forces under control insofar as mttjor 
economic decisions were concerned. 

An important consequence of the absence 
of spatial planning of industrial targets has 
been the tendeiKy for targeted industrial 
capacities in each industry to be competed 
for by numerous claimant states, thus, 
resulting in allocation of plants to as many 
states as politically necessary. On the 
irrationality of such inveslmerU dec i sio n s 
it has been commented that ‘it is wrong for 
the public and the politician to suppoae, 
as is commonly done,... to assume thN each 
state must have a steel plant. It would be 
foolish to do sa The locsilionofindustries... 
go(es) on technical and economic feasibility 
and viability considerations" (Mallya 1971: 
31-32]. Experience has proven that the 
overriding factor in such dedsiotHDaklng 

proceu is often the strength and siralen'of 

articulation of the regfonal politkal pressure 
groups as also thdr equation with patty 
in power at the centre,’ 

This article is an attempt at unravelling 
the intricacies of the proces s es at work 
shaping meior public investment dedsioos. 
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Tte iUutfiative caie tetaici <0 the dynamics 
of development decision-making, of 
establishing steel plana during the Fourth 
Plan period, critically imponam to the 
economy at a time that marks the turbulent 
transformation of the Indian polity. The 
thwarting of the proposed second steel plant 
in Orissa and, in turn, allotting three steel 
plana to three southern stales on extra techno- 
economic consideralkms, forms the core of 
our analysis. The case study is presented 
within the brosdn framework of demands 
ofcontingent politics and resultant ad hocism 
under federalism, where, often relati vely less 
'dynamic’ states have been blatantly 
bypassed by the ‘national’ development 
process. 

At the outset, it would be useful to discuss 
briefly the bask techno-economic factors 
that demand Otmtion in connection with the 
question of location of metallurgical 
industries. In the location of iron and steel 
industiy tfie prime concern should be that 
the output it competitive both in the internal 
and export markets - directly or indirectly. 
In order to achieve this, firstly, the plant site 
should be so chosen as to minimise transport 
con of raw materials (of specified quality 
and in required quantity) to the unit so that 
the assemblage cost per ton of hot metal 
iskeptatia lowest. Secondly, the investment 
oninfirtstnicture, like water, power, transport, 
land, etc, should be utilised to the maximum 
extent for the maximum number of units, to 
that these expenses do not escalate the cost 
of production of iron and steel and make it 
unecmomic for the world market. Thirdly, 
the units located should be in proximity to 
the developed transport system, i e, railways, 
road, port, etc. Lastly, it may be considered 
that no industry can sustain itself in isolalion. 
Fbr achieving the maximum productivity, it 
has to process and utilise all its products to 
some final marketdslcitems.Thisispossible 
when the industry forms the nucleus of cluster 
of similarindustriesin a well defined manner, 
where the piodiica of one industry const itute 
raw materials of another with minimum 
tranapott cost IGovemment of Orissa 
1969:2]. 

Theae basic faclon may have to be analysed 
before deciding on the tocationofany mitiend 
based industry, especially highly capital 
haensive ones like the iron and steel. It is 
with emphasis upon these fundamental 
aipeca that metallurgical bases have been 
devekiped in many countriea.^ In the Indian 
context too, some of the important 
meudhitgical baaes have been estifolished 
tdringinfoaccouatswerolMtlheviialatpects 
of jcosu of production, transport and 
investment 'The first blast furnace plant for 
inn making in the cotmiry was occted in 
1875 in the coalfield area (Ranigaqj fietd). 
namely, the Bengal Iron md Steel Works 
(at KiM), wMch later became the nucleus 


of the present Indian Iron and Steel Company 
(liSCO).’ nirther. the steel plams such as 
'Tara Iron and Steel Company (TISCO) and 
those at Bokaro, Durgapur a^ Burnpur are 
ail located in proximity to one anothei* and 
in the coal belt as the earlier production 
technology required seven ions of coal to 
produce one ton of steel. They transport the 
iron ore and limestone (which along with 
manganese constitute about two-thirds of 
the 'blast fiiraace burden per tonne of hot 
metal’) from a well dcTmcd area in Orissa 
and partly in Bihar.' These r^ons are not 
very far from each other, tbeavera^ distance 
being about 90 kms. Hence, on the principle 
of cross transportation it was sensible that 
new steel plana should be located in the iron 
belt, as has been done in other countries. 

As early as in 1964. after a decision was 
taken to establish a steel plant al Bokaro 
(with the annual capacity of IJ million 
tons), long-term planning for steel production 
was an important issue before the nation, 
particularly in view of ihe growing domestic 
demand. The Central Iron and Steel Steering 
Group had been evaluating proposals for the 
next steel plant-the fifth one inthe public 
sector-to be taken up during the forthcoming 
Fourth Plan. The target of steel production 
during the Fourth Plan was stmed to be 16 
to 17 million tems, as against 9 million tons 
during the Third Plui. Under consideration 
weretheO.S million ton plant in the Ncy velli- 
Salem region and 1.5 million ton capacity 
plana each in Coa-Hospet region, the 
Visakhapatnam-Bailadiia region and some 
other lotions. 

Case pok Second Steel Plant in OausA 

It was under these circumstances that the 
then governor of Orissa, A N Khosia, made 
a detailed study of the steel plant location 
question and submitted a memorandum 
[Government of Orissa 1964; hereafter 
Memoramkum] to the ministry of sled with 
relevant facu and other materials and urged 
the need to locate the fifth and other steel 
plants in Orissa, which offored some 'best 
possible sites'. 

The MemoranJium pointed to three most 
suitable locatioas - one coast-based (at 
Paradeep) and two inland-based (Bonai 
region in Sundargath district and Nayagarh 
region in Keonjhar district) for a major 
integrated iron and sted plant. However, it 
rated the latter choice better. One thing that 
needs emphasis is that this Memomulum 
contained careful detailsof economic fictoa 
regarding Ihe locations, and by no coum was 
a typical polilical note hlghli^ing the mere 
'idea' of locating the second sled plant in 
the state. It provided focarionwite details of 
the raw maicrid availability, provision for 
transportation, acceu tocriK^ farilhies Kke 
water, power, site land and even the issue 
of rehabiUiaiion of displaced penons. It also 


suggested possible rdated industries tht 
could be prontoted in the regions. It wi 
msde clear that a team of ex pertt should vis 
the rdevatu places for detailed surveys an 
feasibility studies before taking any fint 
decision on the location of the new integnie 
iron and sted {darn, so as tobeddetoassea 
Iherdative menu ofeach one of these site 
vit-a-vis other sites in the counlr 
[Government of Orissa 1964:22]. 

At (he behest of the govenmieat’of indu 
in 1%S. M N Dastur and Conqtiny ha 
prepared a detailed study, titled Report o 
Site Selecium Study for Pig Iron PltmU (■ 
five volumes, June 1965; hereafter, Dastb 
Report), examining all major techno 
economic feasibility aspecU of 28 probobl 
locationi indifferent regions of the coumrj 
The report dso looked imo techno-eoofiomi 
aspecU of location of int^nted iron an 
sted complexes. The consulting engineei 
were askt^ imer aiia, to recommer>d site 
in the order of priority with idierence to lb 
costt of raw materia) Ksembly, ptodtictio 
and distribution and to indiette locaiior, 
which could be devdoped into sted wot 
sites later.' Accordingly, the Dastur Repot 
has clearly noted thru factors aflectin 
sdection of locations for pig iron pUnU ar 
similar to those for an iirtegrated sl^ plant 
Ihe Dastur Report, taking note of (h 
changing production technology, wbic 
required lesser coal supply.poimed to mirko 
access to ore sources and tocio-ecooami 
considerations at the iruyor critoia L 
deciding on location of an iron and oee 
conpiex (Dastur Report, vol II; pnns 3-12; 
In keeping with these criteria, it was sd' 
realised that plant locations with a solid m 
material base would be the most pte fe tred.' 
In this connection the following ofaservalioi 
made in the report is noteworthy: 

In line with trends of industrial diipersa 
and Hi view of the cost of n an yot ll iig pi 
iron from the eastern tegioii to oontumer 
to other partt of the country, it would ippea 
reasonable to locale future pig Hnu cap^ 
away from the ore-coal b^ However, lb 
economic evaluoioas in dus study confin 
that additkiiul large new plana enployia 
optiimim size equipment are bed tocaied ' 
a region which bM a rtroof raw nalerial 
base, while small Hon makwg piana couii 
serve the purpose of tegioaal tfavxiopinen 
(Dastur Report, vol II: paras 3-9). 

Fiirthcr, it stated that while consideria 
the raw material assembly cost, a mqiar ten 
in the production cost of pig iron, Me-bMa 
or coal-based locaiiora are generally mon 
attractive, as both form the bulk of the im 
materials requirement (Dastur Report, v 
U: paras 4-16). 

liie consulting fiim had exunined dn 
coiu of production Hid delivery of pig im 
different locaiioas and had come to di 
conchiskm that Bonai and Nayagnh area 
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offered the bett locatkns in the oountiy. In 
fact the tonne-km haulage on the prindpal 
raw materiala for Bonai/Nayagaih would be 
less than that of some of the existing steel 
plants and the cost of production would be 
less than 30 per cent of that of the existing 
or of any new steel plants proposed in any 
other part of the country. They even 
maintained that pig iron to be produced at 
Bonai/Nayagarh when delivered in the south 
would be cheaper than that produced in the 
latter. Of all the 28 locations considered in 
this study theDastur Report ratedNayagarh 
to possess the most suitable conditions 
including the potential to sustain a 10 to 12 
million ton steel complex, least production 
and distribution costs and the scope to throw 
open a vast new area with possibilities of 
considerable industrial development (Dastur 
Report, vol I: para SS; emphasis ours). The 
clusification of locations of steel plants in 
order of priority, as indicated by the repoit. 
are presented in Tables I and 2. 

In the forwarding letter (reproduced in the 
report) of the Dastur and Company to the 
secretary to the ministry of steel and mines, 
it has been pointed out that as installation 
of new capacity is time consuming, it is 
necessary that further investigations and 
infixisiructuredevelopmentallocationsfrom 
amongst those suggested in this stu^ be 
taken in hand at the earliest (Dastur Report, 
vol I; emphasis ours). 

The indisputable facts of Orissa’ $ superior 
position with reference to the location of an 
integrated steel plant had been intimated to 
the centre through both the repeated 
representations by the state government and 
also submission of favourable repoits by the 
expert bodies to their sponsors. The central 
dedsion was awaited. 

the Deosion and Its Detexminants 

On April 17,1970, during a debate on the 
demands for grants in the Lok Sabha, the 
then prime minister (PM), Indira Gandhi, in 
a ‘dramatic’ declaration stated that during 
the Fouith Plan period, three public secicH- 
steel plants had been sanctioned to be located 
in the south, namely, Salem in Tamil Nadu, 
Hoapet in Karnataka and Visakhapatnam in 
Andhra Pradesh. She announced that. “The 
Fourth Five-Year Plan has a provision ofRs 
110 crore for the development of new steel 
plants during the current plan 
period... Furious alternative sites have been 
examined for this purpose both from the 
point of view of techno-economk suitability 
and from that of regional development".'* 
She also discloi^ the go vemment's proposal 
to initiate the necessary preliminary work on 
these three steel plants within the Fburth 
Plan period and ‘with the utmost 
expedition'." It had been mentioned that the 
feasibitity reports for these three sites had 
been prepared by Dastur and (Zompany and 


had been examined by the British American 
Steelwofits for India Ctmsoitlum (BASIC). 
There was, however, no reference to the 
claims of Orissa. Also, no explanation was 
given as to why the most suitable location 
was left out,*^ 

This decision was a crucial one and was 
not based upon objective techno-economic 
considerations as per the centra) guidelines 
regarding public sector investment. It is 
interesting to note here that at the time of 
announcing the decision, even the 
preliminary feasibility surveys had not been 
conducted for Hospet and VisakhapiUnam. 
Incidentally, an important contemporary 
study on the stedi industry in India had 
underscored, by examining a few 
hypothetical locations, the inherent techno- 
economic disadvantages the ateasin the south 
had as compared to those in the north. The 
southern locations considered included 
Bellary-Hospet, Visakhapatnam and Salem. ” 
Inter alia, the study had cautioned against 
bending to any political pressure while 
selecting sites for highly capital intensive 
steel plants [Johnson 1966: 21S-I6]. It was 
clear that political manoeuvring had been the 
niost significant factor influencing major 
investment decisions in the public sector.'* 

An enquiry into the contemporary political 
and economic conditions responsible forthe 
decision it in order here. Since the mid- 
1960s there was widespread stagnation, and 
in some cases an actual decline, in both 
agricultural production and invesunents in 
the public sector. A sharp fall in the 
manufacturing growth, inflation reaching 
‘unprecedented’ levels and social unrest 
maikedthccrisisIVaklyanathan 1984:973].'^ 
The acute economic crisis since the mid- 
1960s had left its imprints on the political 
process. “The nation, which faced an 
economic crisis of stagnation by the early 
1960s, confronted an economic political 
crisis of stagnation compounded by growing 
inequalities and discontent at the end of the 
decade“ [Frenkel 1978; 295], The goiend 
elections of 1967 marked a watershed in the 
national political scene when, with the major 
electoral reverses of the Congress, the 
formidable phenomenon of one-party 
dominance came to an end. The setbacks 
sufferedinthc 1969 mid-term parliantentary 
polls further confirmed the downslide of the 
patty’s popularity." 

The cleavages within the Congress were 
essentially a semblance of the tussle for 
power at the zenith between the old guards 
of the party and the emerging dictatorial 
leadership of Indira Gandhi. It all started 
showing with Nijalingappa’s presidential 
address to the AICC season at Paridabad, 
where the severely criticised the emphasis 
on puUk sector by IndiraOandhi. However, 
the most obvious portetK fliat established the 
cleft was when N Sanjiva Reddy, then speaker 


IntheLok Sabha, was nom ina ted lyKamaraj 
as the Congress candidate forthe approaching 
presidemiBl election." This move was part 
of the Syndicate’s “conspiracy to install 
Reddy as president, with the purpose of 
removing her from office arid electing 
Moraiji Desai as the next prime minister” 
[Frenkel 1978:413], Responding to the 
‘challenge’, Indira Chmdhi made tome of the 
most startling political manoeuvres that 
included indiffetence to Reddy’s covUdature, 
relieving Moraiji Desai from the finance 
portfolio that naturally ‘precipitated’ into 
his resignation as deputy prime minister, 
and, above all, metamorphosing the 
confrontation into an ideological* one from 
one imbued in craving for power. The dection 
of V V Oiri to the post of president as an 


Taus I: Lotahons Gsourso by Ex-wckks 
PROD uenaN Cost Ranobs 


Location 

Cost Range 
(Rs Per Too 
of Pig Iron)'* 

Nayagath’, Bonaigaih*. 
Barakot* 

207 (approx) 

Ramkanali. Chelyama, 
Kalubathan, Ronigaih 

211-220 

RowghBl, Patratu, 

Suipagarh, Paradip* 

221-230 

Haldia, Nagpur, Kami, 
Duigapur, Mangalore 

231-250 

Obra, KakinAda, Jagdalpur*, 
Taldier*, Udaipur, Bayaram, 
Kothagndam, Cuddalore, 
Ramagundam, Hissar, 
Bhavnagar, Jhilmili 

above 230 


Notes: Rxed charges sic based on capital 
excluding costs of land, site 
p i ep of slioa, off-tite (adlitiet, enstoms 
duty, freight and insurance and 
engineering. 

* Sites belonging to Orissa. 

** Includes materials cost, fteighi on 
assembly of raw materials, fixed 
charges and excise duty. 

Source: Dasnir Report, vol 2, Table no 13-3. 

Tablb 2: Locahons Oaounn by Dbuvergo 
CofT OF Pn laoN to Mkt All bou Shostvall 

Locations' Wei^Med 

Average 
Oelivcied 
(Rafton) 

Nayagaih*, Bonaigaih*, 

RamkanaU, Chdyainn 

Baiakot*, Kalubrnhu 243 to 230 

Haldia, Pandip*, 

Rowgtua, SugagMli 233 to 273 

Nagpur, Kakinada, MaagaloK 280 to 300 

Notes: 1 Locaiians capable of prod u c in g a 
milUon lou or above of pig Iran. 

2 Baaed on costa of ddivery from 
origiaaiing ceatiea (the sties lisisd) 
to destination eeatres, namely, 
Calcutta, Madras, Bombay and 
Chandigarh. 

* Shea bdoagiag to Orissa. 

Souree; Dastur Report, vot 2, TbUa no 13-S. 



ladq)endemc«Mk<»tr, with majority lupport 
firom wmCongitu memben, shtxdc the 
unity of the Congrau. The “Syndicate was 
ao luie of Itielf that it wanted to deprive 
Indira Oandiri not only of power but her right 
to aerve the countiy through the Congress. 
Ittooktbeniidda] step ofexpelling her from 
the Congress” [Rau 1973: 9]. 

Eventually. 1^ late 1969, the Congress 
split into an‘oiganisational’wing (Ctmgress 
0) and a ‘goventment’ wing (Congress R) 
- the former led by party president 
Nijalingappa and represented by the 
Syndicate and the latter led by the then prime 
minitter Indira Gandhi.^' 'Tlie pre-existing 
consensus had been ahakot, and the countiy 
had entered a more controversial and fluid 
stage in respect of both leadership cohesion 
andpolicy orientations” [Kolhari 1971:231]. 
The obvious process of political polarisation, 
or what has been characterised at the ‘politics 
of individuation’,“ had reached a critical 
stage in India by the end of the 1960s. In 
fact, the sfdit was not without cost to indira 
Gandhi, “About 40 per cent of the 
organisational strength of the parent body 
went with her opponents”, the Syndicate 
(Jain 198g:2SS]. 

Under these dicumstances, it was amply 
clear that the next general election was to 
take place not too far in the future. It was 
a trying time for Indira Gandhi not just to 
salvage the party but also to uphold her 
political image. “Mrs Gandhi has yet to build 
in some states and streamline in others her 
Congieu organisationally, she has also to 
project s credible inuige in action before .she 
goes for a fresh mandate to the people” 
[Narain 1970: 97]. 'The frantic efforts at 
reconsolidatioa of the base of the Congress 
Party necessarily involved regaining public 
confidence taking recourse to populist 
decisions those reflected the party's concern 
for the rapid devetopmenl of the economy 
through socialistic measuret. *rhe policy 
pursuance towards nalianalisation of major 
banks, introduction of the ambitious 
programme of poverty eradiGaiion-the much 
debated 'garibi halao', abolition of the privy 
purses and launching of the 20-poim 
programme were all tactical moves aimed 
u ‘^entrenching the sway of a catchy brand 
of pseudo-radical populism” and thereby 
‘leWrishing’ the party’s image in the eyes 
of the mass of the Indian electorate 
ISalhyamurthy 1989:2136]. Evidently, 
polid^ contideralionB cariK centie-sta^ 
relegating the techno-economic as well as 
regional development ootuiderations to the 
background, as ftr ai important public 
investment decisions were concerned. 

The Syndicaie was “disproponiooateiy 
stroitg” in the south and west India [Jain 
1988:2361. Inter alia, there needed mu^ to 
bedoM to woo the soiKh. Inoiderto appeaae 
the sduthen stales, puticulaily in responie 


to the promise of support by Dravida 
Murmelhra Kazhagam (DMK)° to the ruling 
Congress, how the PM obliged to offer i 
steel plam to Tamil Nadu can be made out 
from the following newspaper rqxrrt:^ 

The Tamil Nadu education miniuer Mr V R 
Nedunchezbiin. said here (Madru) that the 
chief minister, Mr Kaninanidbi’icategoncal 
declaration that the state would reject ibe 
Fourth Plan if the Salem Steel Plant was not 
included in it was lesponiible for Ibe prime 
mioiiter sanctioning the plant 
Speaking at a ‘Victory oiqr’ rally he said 
there was no dotdx even as late ss two 
months ago about the plant being included 
in the plan but the chitf miniiter'semphuic 
ilaiement at the roeetiiig of the NatioiHl 
Development Council when met to consider 
the Fourth Plan ‘did the Hick’. 

Mr Nedunchezhian claimed that the plant 
was a‘crowning success'for the DMK and 
oneofiu ‘greateii achievements'.The DMK 
had been pressing for it since 1957 and had 
included it in its 1967 eUctim manifesto, 
be added. 

He claimed that Andhra Prades h a nd Mysore 
also bad got tted plants because of the 
DMK’s efforts for the Salem unit (dated 
May 2, 1970; emphasis ours). 

The ceiurel decision favouring Andhra 
Pradesh and Karnataka may also be attributed 
to a large extent, to political pressure tactics. 
The idea to set up a public sector steel plant 
in Tamil Nadu attracted the atteiuion of the 
politicians of the neighbouring Andhra 
Pradesh where a popular agitation had been 
launched demanding sanction of asted i^t. 
One even went to the extent of resorting to 
‘afastuntodeath' for che cause. The agitation 
spread statewide and turned violent, which 
in turn, urged central go verament to consider 
the case of Andhra Pradesh.^ Following this 
another southern state. Karnataka, insisted 
that the centre should not ignore its claim 
[Raj 1978:146]. 

'Ilie immaturity of the decision, for 
example, can be comprehended through the 
allocation made in the Fourth Plan for the 
three plants - Ri llOcrorecouldatbestbe 
seen as a token ammount! Incidentally, even 
to this day, none of these three “steel mills'' 
has developed into a full-fledged integrated 
plant: Salem is essentially a rolling mill; the 
“projects" in Hospet arid Viiak h a p atnam 
perhaps have not yet got off the ground, 
overburdened with cost escalations. 
Impoclantly, in the present case, it may ml 
be preposterous to perceive that the three 
cliom locatioM belong to the states from 
where the most pronuneM leaden of the 
Syndicttefniiithescuih bailed: Nijalingappa 
from Karnataka, Kamany from Tamil Nadu 
and Saitjiva Reddy fnm Andhra Pradesh. 
To visualise the above u a mere coincidence 
and not a highly politically guided move, 
is to miu the heart of the matter. 


Given the demands of contingent politics, 
any party prodamatkm, however ad hoc 
an^orirndoiial, that could enchant the voters 
was to be made. The announcement of 
establishing duee steel plants in the south 
has to be seen in this context. Dedsiaas 
regarding location of mqor public sector 
units were sought to be utilised in aidiitg this 
process of political conididatkn- nahinlly, 
rational considerations such as techno- 
economic feasibility and balanced growth 
objectives were given a go-by. 
Accommodating ‘legiona] pulls’ remains an 
important feature of federal poUtics.* Tlie 
centre may possess legal powers to diidpline 
the states; iM in a living democracy it cannot 
unilaterally use them with a view to 
antagonising the states by burning dl political 
boats, because the central leaders dqread on 
the stale leaders for co-operation” 
[Balasundaram 1973:71]. 

Perplexity of Ao Hocism 

Lapses in communication: Giva that 
vest^ imeresis in a federal pdiiy often 
influence polscy-fluking, the expediency mid 
alertness of the concerned state govenunenl 
become of crudalsignificsnce. It was widely 
held that, in the matter of the location deciiion, 
the then government of Orissa ladred (he 
required 'political will’. A closer scrutiny 
of the events, however, indicaies bow policy 
ad hocism at the central level am nM only 
confound action by a federating unii but dsn 
thwart its prospects for developaien. 

As mentioned earlier, prior to the PM's 
announcement on April 17, 1970, a 
representation had been sent to the centre 
regarding the location of a sted plant in 
Orissa on March 5.1970. In the forwarding 
letter addressed to the then unioa nunistBr 
for steel and heavy engineering, K C Pant, 
the state industries minister, Harihar Patd, 
stated that “It is understood that the 
government of India are considering a 
proposal to set up two or duee steel planti 
in India during the Fifth Flan perM in 
order to meet the increasing demand for steel 
in the country” (emphasis ours). Airtfaer, the 
accompanying memorandum maintained 
that, in view of the increasing global demand 
for steel “it would he necessary to establish 
new steel plants during the Fifth assd 
subsequent Plan periods for increasing the 
steel capacity in the country” (p 2; cnphaBS 
ours). 

From these extracts, which were part of 
important government cominunicaiiaas, it is 
evident that both the minister of industries 
and the industries depaitmem (through wMcb 
the tnemorandum was smt) were tinder the 
impression that the steel plana were to come 
under the Fifth Plan and not the Fourth PlaiL 
This misinformation on the part of the stale 
goventment was particularly surprising as at 
least the three south Imhui stales, betng 



all necetuiy steps to get the plams nnctioned 
under the Fouith Plan. Wh» this point had 
been raised both through correspondences 
as also press reports, R N Singh Deo, the 
then chi^minister (CM) of Orissa, in a note, 
tried to clarify the alleged ‘mis-conception’ 
by stating that, “Even the three new steel 
planls, which have been proposed for the 
southern region will be proje^ in the Fifth 
Plan in the sense that rntyor parts of 
expenditure on these plants will be incurred 
dt^ng the Fifth Plan period"” and maintained 
that the proposal was made with a view to 
facilitate “advance action being taken within 
the Fourth Plan period for providing 
additional capacity for production of steel 
in the Fifth Plan”.” In a situation where 
Rs 110 ctore had already been sanctioned 
for inrec steel plants to be expanded under 
the Fouith PI an scheme, there was no rationale 
in not accepting that the ‘setting up’ of these 
plants was an activity under the same plan. 

As part of standard political convention, 
the CM had assured the MPs and MLAs of 
the state that he would take them into 
confidence and seek their help in matters 
relating to the development projects in the 
state. Strangely, though the state government 
had submitted the memorandum oq March 
5,1970. the state assembly was kept in the 
dark about it for more than a month, till the 
end of the sessions up to April 8.1970. Even 
the MPs could not obtain copies of the 
memorandum till April 17,1970, when the 
declaration was nuide in the Lok Sabha. The 
tack of information regarding a major central 
decision, deprived the political 
repiesematives of the state of any scope for 
exercising pressure on the centre either 
through debates or popular agitation. 

Instead of responding to the questions 
raised, the CM maintained that till even less 
than a month's lime before the declartuion 
was made, he was unaware of any possibility 
of establishing public sector steel plants 
during the Fouith Plan. He stated: 

It was only on the eve of the last meeting, 
held on Match 21 and 22, 1970, of the 
National Development Council that, in a 
paper circulated to the members of the 
oouacd, mtication was given for rte first 
lime that the provision of 20 CTore of rupeci 
in the draft plan for advance action for 
additional tied capacity in the Fifth Plan 
was proposed to be raised to 110 crore of 
rupees...” 

It is to be noted here that much before the 
NDC meeting, Samarendra Kundu, an MP 
from Orissa, who was also a member of the 
consultative committee attached to the 
mimstiy of steel and heavy engineering, had 
drawn the CM’s attention to the urgency of 
the state government taking dynamic steps 
to emphastee Orissa's case for a new s(^ 
plant. In fact, towards the end of 1969 he 
had requested the secretary to the indiulrics 


him all the idevant data and i nf orma tio n 
so tint the state's caie for a steel plant could 
be placed before the central govenuMat 
In r^y the secretary informed him that a 
memonuidum was being prepared by the 
government in this connection, which would 
be circuited to all the MPs. Since no 
memorandum reached him till the end of 
January, Kundu, in a letter to the CM, again 
requested him to send all the r^vont 
materials at the earlieu.” He stressed the 
need for setting up of a special cell in the 
ministry to process, sponsor and project 
Orissa's case for a steel plant in the Fourth 
Plan period as the cabinet had. in principle, 
accepted to set up Two or three' new steel 
plants. Repeated reminders from Kundu 
could elicit no response from the industries 
department. 

In a press note, Patel sttted that he was 
told by Pant that as the nMtnoiandum of 
Orissa was not accompanied by the feasibility 
report, it was not taken into considereiioii. 
This revelation gave rise to some serious 
questions in the public mind legaiding the 
efriciency and alertness of the state 
government. These issues were debated 
tbiead-bare in public fora, Hk point was that 
while the Tamil Nadu government could 
prepare such a report through Dasiur and 
Company for the Salem Steel Plant and 
when the centre could do (as per Indira 
Gandhi's announcement) the same for the 
plants at Hospet and Visakhapatnam, what 
prevented it from preparing such reports for 
Bonai and Nayagarh. Again, when the reports 
were being prepared for the three southern 
plants, it was particularly unfortunate that 
theOrissagovernment did not protest against 
the ‘discriminating treatment' of the centre. 
Moreover, why the state government could 
not entrust Dastur and Company for 
preparing a feasibility report prior to the 
PM’s declaration remain^ confusing. 

Such lapses on the pan of the state 
government were naturally interpreted as 
'Tack of earnestness in placing the state’s 
claim".’' As stated in a joint letter by MPs 
addressed to the PM, “the negtigence on the 
part of the state government in pursuing the 
matter and taking it up In right earnest with 
the union government cannot be a reasonable 
ground for^the action of the central 
government in such a matter of national 
importance”.’* 

From the above it appeared that the state 
government tacked familiarity with the 
important developmenis in the concerned 
cabinet ministiy. It wat also felt that the lack 
of forethought had causedirrepanUedanuge 
to the industrial developinent proipeca of 
the otherwise backward region. However, 
the lapses in conuiHUiication and the resultant 
perturbation couhf be directly retaied to the 
ad hoc nature of dedsoTHmaking process at 
the cenue Hseir; the stale government was 


polities. 

PnqMicedp^aas-'A question often raised 
by the MPi ffom other states nt even the 
FH was that whileOiisMdready had asteel 
piant at Rouikela which was working below 
capacity, what wat the rationale behind 
dmnanding a second steel plam in the state.” 
It it to be noted that on the techno-economic 
merit of a certain region. If need be, it is not 
surprising to locate more thtn one steel plant 
within the tame administralive boux^es 
of a state. In fact, aparticular state posiesiing 
two steel plants was not sans precedence: 
West Ben^, Bihar and Kvnat^ were the 
concrete examples. However, in a federal 
policy, dispersal of indnslrtes had been 
confused with the statewise investment 
allocation in the key sector industries, guided 
by political pull factors.’* 

Considering the issue of under-utilisation 
of capacity at the Routkcla Steel Plant (RSP), 
on which ground (he PM asserted that until 
the full capacity was reached no further steel 
plant in Orissa would be considered, it was 
held that “this i s a very narrow and prejudiced 
view and betrays ignorance of the strategy 
of steel production in the country"." 
Incidentally, not only Rourkela, but Bhilai 
and Durgapur plants were also operating 
below capacity. If the 'logic’ of the case 
regarding Rourkela is to be accepted, the 
centre should not have decide to establish 
any new plants at all until all the aforesaid 
plants had been able to reach full capacity. 
Moreover, the RSP had reportedly achieved 
higher capacity as compared to any other 
plant in the country. And amongst the thiec 
then existing public sector plaiita then. 
Rourkela was not only doing better in terms 
of production perfarmmees but also was 
earning higher returns to investment.” This 
could be attributed to the locational advantage 
to a great extent. It is worth recalling that, 
in 1953, when a mqjor debate was going 
on regarding the location of the fint publu. 
sector steel plant, claims of even Madhya 
Pradesh, West Bengal and Bihar were 
accorded secondary status, as on techno- 
economic merits Rourkela was the most 
suitable site. Adtievement of better returns 
md higher capacity of all the steel plants 
remaining the most desirable goal, the poor 
logic of politicisation of 'economic’ issues 
projected the national induatrialdevdopimK 
strategy in bad light 

A quarter of a century hai lapsed sinew 
the 'historic' decision on location of puNiJ 
sectofsieclplaim waamade. Withthcadvotj 
of refoimi. now, the 1990s woo privw 
capital. Incidentally, with rich dqwsiis tj 
high quality iron ore, manganeae and eufl 
coupled with copious water teaources am 
cheap labour there it a natuni intent m 
develop a strong inm and steel indusiryfl 
Orissa. Preliminary surveys indiedfl 
poaiiUUty of etiablikhing ai many as V 
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itedptaitt. fCaliiip Steeb (Iiidia), Mideait 
Steel, Pbwmex Sted and Bhimun Steel have 
aiieady iiiade aome progreiB. lo addition to 
tlienadoaa]bigcaiiital,iheiiitefeatofMNCi 
in Oian hai bea wideapiead: from the 
Konau to the Mexicant, from the Italian! 
tofliBSoalhAlTicam.Withiiiin|unGenaimy 
ow cootinged exports of iron ore. aisuied 
ontiett for these for local consumption 
appean logical.” The tinging interest of 
private capital, both national and 
international, in st^ in Orissa undoubtediy 
neafliiins the techmxconomic advantages 
of the location. 

CONCLUDWO ObSBRVATIONS 

Given that location of public sector units 
in backward areas has bem conceived as an 
important instiuinent of removing regional 
iiObalanoes, we have presented the case of 
the steel plant proposed to be set up in the 
underdeveloped state of Orissa. The demand 
(or a steel plant was all the more justified 
because the mineral-rich region of the state 
fulfilled the major techno-economic 
requirenientt forits establishment. However, 
at our analysis shows, this demand was 
ignored by the central decision-making 
authorities based on vested political 
oonsiderationt during a critical stage of the 
evolulkm of federalism in India. Ad hocism 
in policy decisions resulted in the inaction 
on the pan of the state govemiiMnt in 
articulat^gthen^onal interestseffectively. 

A serious lacuna in the Indian planning 
proceu, as exemplified through the above 
case study, relates lo the lack of a clear 
penpective on industrial dispersal through 
public sector investment, which has been 
confused with statewise allocation of 
investment in key sectors. This has, in fact, 
provided enough scope for the regional 
political groups to exert pressure on the 
central govenunem to 'accommodate' their 
interests, marginalising the valid demands 
of underdeveloped states. Moreover, such 
anomalies have permeated into the system 
undermiaing the techno^conomic criteria 
for localion of industries; the question of 
attaching priority to backward states, of 
coone, is idegaled to the background. 
Uafortunalely, the federal structure has 
served as the breedinggroundfor the growing 
uneven development. 

Reforms, it is believed, would usher a 
scenario of Ugh speed growth. Speedy 
growth, it is argued, would ensure regional 
pmaperity, even though through a proceu 
of pidnftil aryurtment. If, u often, private 
capital, by desigB or defoult, lacks a r^onal 
devalopmeM penpective, there is nothing 
Mipiliing. Buepditg that one wooden, 
whether lUt is the devetopment peril a 
fedenring unit imut choose, uncritically, to 
m w p e ni ii e the deficiencies in decisioo- 
willing in public investment. 


Notes 

1 The Indiaa Rare Eanhs mi hi Kerria, Nrtional 

N e w s pr i nt sad Paper nait in Nepanagar 
(Mad^ ftadesh). Paana Diamond Mines 
(Madhya Pradesh) aad Neyveli Lifnile 
CorponUon (Tindl Nsdo), ire other such 
instaaoes where the iodtMiries fawl avaded of 
the advsetagea of locally aviilafale niiiiial 
feaonces {Mallya 1971:32). 

2 A ftscinatint account of • number of inch 

‘mtatakei of plainiof', which subnanluiei 
the pow er f ul role ptnyed by exm techno- 
economic coosidenliaas in major iavenmcM 
deciiioni, has bceo provided in Msllya 
[1971: 49.d4|. Similar instances have hew 
Rcoided in Raj (1978), a study bated on 
detailed surveys. It observed that, “our 
respondents were unanunous that locnlioaal 
decisions were purely political in ulure. The 
Suidclines or the policy statemenls on 
locitinnaldnciiionieinriiasiiethenvaildbility 
of raw material, nearness to markets and 
souraiof supply, aval labiHy of port facilities, 
etc. Neveithehss, in actual praciioe. in many 
cates, these appearto receive only atuperltcial 
consideraliaa''ptai 1978: l4.V46].Evaluating 
various Mehmcal aspects of four public 
sector units it hot been observed that “It is 
dilTiculi lo believe that the actual ptopotals 
emeiged from any co-ordinated process for 
dehberaieopiinittsiioaaf pianliiK.locadon. 
and time-phasing. Instead, these proposals 
are renihs that mighl be aniicipsied from a 
polilical bargaining process together with 
piecemeal deciiion-makiag'' [Maone 
I%7:I4I}. For an mteresttag discussion on 
locatkmal politics in the feniliser industry, 
see Erdmao (1992). 

3 Polilical manipulation of major public sector 

invesiineM decisioos hat udver^y affected, 
or. at least diffused. cffOits at brit^ing abom 
balaaced regional developmeat through 
planning. This has been reckoned ns an 
iroporlant impediment in the dcvcIopmeM 
process, especially dunng the eariy dnades. 
Sec, for instance. Bhngwaii and Desai 
(1979:127, 267-68): ChakiavoRy (1987:58): 
Eopco (1981:21); Hanson (1972:31 ):l.efeber 
(1975:289-90); Bmss (1990. 251) and Nayar 
(1971:99). 

4 In fact, the tide water location of almost all 

the Japanese steel works and the huhisny's 
effort to cotiveri transpoiuiion system of 
greater efficiency are vhil femnnes guiding 
the localion and expansion of Japtnete iron 
and steel industry. Therefore, the industriet 
have expended roost ly fromTokohanin, Kobe. 
Osaka and other comta) areas, la the US the 
Steel plants have devdoped near Pittsburg 
area. In England the iron mid steel industiy 
hu been caaceolinied near South Wales area 
and also near Sheffield. In West Ceniiany, 
most of the steel plana me kteated in the cod 
bek of Ruhr disirict aad ate qoite dose to each 
other. 

5 For desetiptiaat on the evolulion of Sled phmu 

in Iwha. see, Clinudlwri (l97S:29-.37). 

6 For iaMancc. the disiMices between Duigapur 

and Binpur. Banpur and iMKliedpur. and 
Bokato 1 ^ Bunpor me abont 4S kna, 122 
Ims and 104 knis. retpectiveiy. 

7 The Iran ore bdl coanectt BaiM Kbiburu. 

Boiaoi, Otm and Nuamundi and Kraemone is 
iranspotted from Biramiirapur area in 
Suadmgwh dtetrid. 


8 WdrleiiernoP«dO-9(4M63.d«ndMiV <3. 

1964.Asmprodooedin/3asfwRaawr<vd 1). 

9 Spdiiag out dw bads of their slwly, the r eport 

ranncf DKStiow UMis ^rcnMBQr v Hmcc 
raw mmetjal s ou rprt . a deqim w sapply ofwaaer. 
availability of bad. power tsd nmopoit hake 
and neameu to eotisnmtng ce ntr es me the 
ntpjor considetMioni. These beton are to be 
awe wed from the point of view of mirereisiat 
the cod as well at the time mprired for 
utstoUng the phot”. Dtuter Ktpott, vol 1. 
para 12. For a comparative trrhnn eronomir 
accooni. ree. Appendix I. Das (1997). 

10 Even a icpoit trf the Planning Cwnniiiiinn 
had clearly mentioned that the tted piaab 
should be located in the iron ore-cod beta. 
Quoted by Banka Befaaot Daa. MP. b the 
Raiya SsUn. on Angml 6, 1970. 

11 b reply to a q ue Oi oo m the Raiy* Safabn 
(sun^ question no 301, Msgt II, J970) K 
C nut. die then minister of sate far tmd and 
heavy engineeriag. revealed thm aa early m 
in 1948. the intcrnaiional consultants, 
oppotoied by the government of India, hwl 
iccomnieiided Bmakoi. Hiiakud. Samhalp nr 
aad Bondgarh m posdUe toes b Orissa. 
There consuhana weie: (i) Koppets lac. US; 
(ii) ArthurC Mckee Inc, US:(isi)banaMiDod 
Construciioa Company. UK. Even Dnstnr 
and ClOrapany, in their prelioiiaaty leport on 
Bokaro, hadfecominended TaIcberia Otisat 
a* one of the sites. 

t2See. LakSabhaOtbaut. April IT. 1970.col 
240. Enqihasis om. 

13 Ibtd. col 241. 

14 Interestingly, the copiet of the tmlnmbrms 
Dattur Report of 1965 practically vwished 
from the scene. On bia occaskwa. when 
some MPtfroniOfissadklreferioilfortheir 
arfumcMS. irlevaM poniaat were typed from 
the ntigiaal text cbndestiaely sod widi gred 
drifictthy. 

15 For debtls of estunates, aswwptHmi and 
atfumeou. aee. Jabnson (I966;l8d-2I6 «d 
294-310) At an illutualion lo highligb thm 
locaiioo docitkat were left “abniM ealiicty 
to pobtscal pressures”, the Niatk Report rf 
ibr Estumaes Cemmmet. I067-6S (p 195) 
lecotded the followmg staiemcni node by an 
etnineei indusiriaHtt: “To father ebbcinse 
thlr (poliucal pressure by stmes), I wmdd 
pottu to you that government hiibtentttnkiig 
of punbg up Steel plana u Ibkin and Aadhm 
Pradesh Tell me ftom taw misetials poim of 
view or even power, whether there im riles 
are suitaUer Quoted in Bhagwiti and Dead 
(1979: 268-69. fa 3). 

16 As pM UuBlly by Sriaiba Mon. M MPfram 
Orisa. dDfiag the debate, “m ipia of OiifM 
having everything nec eisa y far aired pbni. 
Ofisu has not heen greased a second meet 
pbnt.Mtyl askwfayTOnssatttobncfcwred. 
Orissa ha got all the faeian nvtdlsble for a 
tted ptani which would have hdped da pnopte 
of Oiisu to improve tfadr income. Why hwe 
yon not done h? You hmw been imiid Rp 
wriouspabUcoffinres awfpterravrnndnre 
bf erooomir rmtideralirmt aUmt im 
nrglrrtbir fJrusB to dir msnd By a laaeiicd 
accident Ohm u bnekwad, k had bun 
neglected. You want m pw|icinmi lUt 
historical accident by ne gl ec ti ng it still 
fonher-. See. lot SoUm Debaw. April 2a 
1970, col 286. cnaiMM oas. 

17 OvetaU. between 1966 anl 197a thfkti 
formaion (in real Wma) ban not ady bOsn 
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BXMC Of Ion comiMBody boi* 

Mkwiag • period of Needy iaenaie up lo 
1965-66, suffined ■ levere letberk both ie 
■beolMe MiM led M e propoilioa of NDP" 
(ViidyiiwllMa 1984; 969]. 

ISI^virioeiinelyteirfihincmittiWofleciioe, 
ne, pNoi in the Eamomic and PoUtical 
Wetity, Aaetul Number, 1971, under the 
MCtk» titled ‘Volini in Indir Competitive 
Poliiict and Bcctonl Cheapet', pp 229-350. 
Alio lee. Naraia (19719. 

19 The death, ie hameas, of Zakk Hnmn. then 
pieaideat of India, on May3.1969, occatkned 
KiectioB of the next iocumbeat. V V Ciri, 
then vioe-pieaident, took over aa the Interim 
peeaident, but was not paniculariy favoured 
by the Congtcsa aa a presideatial candidaie 
fbr the fofthcomini decthm. 

20 Claiminp to be taking a ‘progressive’ 
‘ladical'/'iocialiit’ stand, Indira Gandhi 
attempted to win the suppott of left parties 
and the toiling masses. FPr discussions, 
see. for instance, Frankel (i 978:4 i9-23) 
and Nayar (1971; 106-07). 

21 For detaibof Ok events leading to the Congiess 
split, see. butralia. Zddt (1972:35-365) twd 
Nayar (1971: 1-63). 

22 The phnse may be taken to sigiiify in the 
Bleral aense the hutividmdUalitm tif poUlicM 
in terms of the personal quest for power and, 
consequent npon h, the setting apart of 
competing personalities and groups and the 
expected programmatic homogeneity and 
unity in the icsidoaty power group. PPHtics 
of individuotion os a procest stands, both for 
differentiation of contradictory and 
iiTCConcilable forces and for the synthests 
into an otgank unity of like-minded and 
nMlaallycompletneiitaiy elements; both these 
processes ultimately have the potential lo 
opentc on the ideological plane” {Narain 
1970; 88|. 

23 The DMK is a mqjor r^ional politicol party 
in Tamil Nadu that became proniiaeni by 
defciuing the ruling Oongreu Party in 1967. 
It rose to sigailicaace following the Diavidian 
movement. However, depending upon the 
polhical GOttveaieooe, it had at timet joined 
hands with theCongressduringstat eel ections. 
(1 owe this information to R Pstthasasathy). 

24 As revealed by Rabi Ray, MP, ia a 'Letter 
to the Editar', 7hf Saatq/ (in Oriya), dated 
May 29. 1970. 

25 See the report s in Economic md PoUlkal 
IPedUy. vol V;‘Green Signal for Steel’. April 

25.1970, p 686; ‘Getting Set for Steel’. May 

2.1970, p730;and ToAoquiieaSleeiPlant’, 
October 3. 1970, p 1632. 

26 The violM demnnd of the Andhias for 
opening a steel mill was at first e^Mf by 
Ik entire aa termomie gnmadt; te k was 
later conceded. The prime minister then 
heading the Congress not ordy co ns e n ted to 
open a steel mill in Andhra Pradesh ruled by 
lire party but conaented to set up one ia Tamil 
Nadu controlled by the DMK and another in 
Karnataka then controlled by the Congnss 
(nrgsniiatinnr [ Bahsu ndara m 1973: 71. h 
17. emphasis oun]. 

27 Mentiimed in the‘Note’chndaied by the state 
govemm ea t in the mcclingt of te group 
leadeit of the legislative paniet held on May 
20. 197a 

28 Vide R N Sii«h Deo’s D a Letter No 1838 
CM, dated June 2. 1970. ndd resa ed lo N 
Khumia. 


29 See R N Sagh Deo'a D O letter no 1838 
CM, OP empharii omi. 

30 See S Kanda’a hare dated January 28.197a 

31 The ItpmKanUanaSanimiSMiBti, which 
' oonaiMed of all the then existing 11 political 

parties la Oriaaa. excepting the luling Utkal 
Congnss Pasty, had leoorM hs vletn thus, 
‘k It uafoitwiaif Him the gavenmeat of 
Oiitaa could not be altrt ai^ lake timely 
action in such an importtW mtaer in which 
the haerea of Oriaaa was to vkaUyoaoaecied’. 
See the reaolutioa adopted i/y the IsprU 
emveatian on June 21, 1970 (pobllahed aa 
a bookbl Med Sleei Naat Dtakdn 

32 VMr httre dated May 3,197a Thh was signed 
by the foOowiag Mh ftom Oriaaa: S N 
Dwivedy, B B Dasaad S MteafPiqia Socialia 
Party); Rabi Ray (Samqjwadi Sodalia Party); 
R Ulka (Congress R); and B Panda (Jana 
Congress). 

33 Rv instance. MNMhami and Akbar AK Khaa, 
both MFs. had raised Una iasne in the Lok 
Sabha and Rajya Sabha. reapectively. See. 
Lot ShMaDabofer; April 17.197a col 242; 
and Jtqjya SMta Debates, Augaa 6, 1970. 

34 In tins regani it has been observed that,‘poMic 
sector induatiiet am caniag a bad name not 
only for bad and bureaucniic man ag rantuk . 
inefficiency and lack of busiae u oi ga i da atioii. 
but much of the ilb an due to localiaii of 
induttiies a nnsakablB phoes on account of 
political conaiderationa*. See, the 
memonadnm aubmitted by Satendraiialh 
Dwivedy and others lo the PM, (nd), p 3. 

35 Ibid. 

36 For deiaila, see sta temen t s made by Banka 
Behaiy Das, MP, Ifo/jw Sabba Pebatei, 
Augua 6.1970: and also the aemonndum 
snbmilled by Snivndnsiaih Dwivedy and 
others, (nd), p 3. 

37 See. for a dfacusaion on variora steel and 
r ria sed trahitliies in Oriata, as part of the 
privatisation drive, ladiairial Ecoaamitt 
(1993:13). 
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Unden-Franchise in Urban Areas 

Freeze on Delimitation of Constituencies and 
Resultant Disparities 

K C Sivaraiuakiiiliiuui 

The price paid for the freeze on delimitation of Lok Sabka constituencies has been the disproportionately large 
size of the electorate in several constituencies, particularly in the urban areas. Nor is the disparity limited to 
urban and non-urban constituencies. In some cases it has occurred among different urban constituencies within 
the same state. Such disparity is particularly glaring and unacceptable when it occurs in adjoining constituencies. 


THE principle of equality in franchise is 
firndamental to any electoral system. One 
citixea’t vote should have as much weight 
u that of any other person; no more, no 
less. Sindlaily, a vote in one constituency 
should have as much value as in another. 
Artkle 81 of the Constitution stipulates that 
the number of seau in the Lok Sabha in each 
state “shall be determined in such a manner 
that the ratio between the number and 
population of the state is, so far as 
practicable, the same for all states". This 
means that elected MPs should represent 
constitoencies whose population is similar 
in size u far as possible. Article 170(2) of 
the Constitution also etyoins that "each 
state will be divided into territorial 
coRstituenciet in such a manner that the 
ratio between the population of each 
coosthuency and the number of seats allotted 
to h is, so far as practicable, the same 
tbiotighout the state". In other words, broad 
pmity between the states and similarity in 
dtesizeof thetenitoria} constituencieswit/un 
the state are envisaged in the Constitution. 
Anticipating that changes in the population 
would affect this parity, the Constitution 
makers further provitM in Article 81(3) 
that the exprewion “population means the 
population as ascertained at the last 
preceding census". It was clearly stipulated 
in Article 82 that upon completion of each 
census, the allocation of teats In the Lok 
Sabha and the division of each state imo 
territorial constituencies shall be readjusted 
tyr such authority as the parliament may by 
law determine. In regard to Issemblies, the 
same ptindidea as envisaged for the Lok 
Sabhaareeootainedin Atti^ 172and 173 
of tite Conadtutioo. 

Though parliaments are regarded as the 
most impoitairt representative elements in 
a demotndc structure, in many countries, 
the procedure and machinery for the 
delimitation of constituendea which are the 
building Mocks of these parliaments are left 
to be decided by their own laws rather than 
bein g provided for in the Co B stitutioti itself. 
Pundits of constitutional law like Ivor 
Jenniags among others, have wondered 
shout this oddity addeh has given rise to 


distortions and manipulations of one kind 
or another including the infamous American 
practice of gerrymaitdering. In the case of 
India the draft Constitution did make an 
attempt to ensure that one Lok Sabha 
representative would be available for every 
73 lakh people and not more than one for 
every five lakhs. However, this reference 
to the population size of a,territorial 
constituency was omitted in the final version 
of the Constitution. 

Dcusutation in the Past 

The initial delimitation exercise was 
carried out under the Representation of 
People Act, 1930. In 1932 an independent 
Delimitation Commiuion. more or less 
judicial incomposition, was set up to readjust 
areas of constituencies on the basis of the 
1931 Census figures. The work of this 
Delimitation Commission was completed 
in 1933 but the scheme of things had to be 
revised i n vie w of the States Reorganisation 
Act, in regard to some constituencies. The 
1963 Delimitation Commission set up after 
the third general elections, incrcas^ the 
sizeoftheLok Sabha from481 to490. After 


the 1971 Census another delimitation 
exercise was taken up and completed in 
1975 which took the total mutdier ^dected 
seats in the Lok Sabha to 343 and in the 
assemblies to 3,997. 

The present position of allocation of seatt 
to tlie different states should be explaitted 
at this stage. Out of the total strength of 545 
seau, prevailing then (including two to be 
nominated) 36 were allocated to the smaller 
states withapopulmionof601akhsorless 
such as Meghalaya, Mizoram. Goa. 
Andaman and Nicobar, Lakshadweep, etc. 
The balance of 507 seats was allocaled 
among the remaining 13 major states which 
as per the 1971 Census badaioialpopulmian 
of 3293.74 lakh. By dividing this figure by 
307, an average of 10.44 lakhs were 
obtained. This average was applied to the 
population of each state. UP which had a 
1971 nopulation of 883.4 ItdchgM 83 seats, 
Tamil Nadu with a populatkm of 411 lakh 
got 39 seau, Maharashtra 48 and ao oil As 
can be seen the seat-populatian ratio amotig 
the states was about the same. It was expected 
that the allocation would be review^ and 
modified after each census. 


Taiu I: Powladon-Lok Sasha Seats Ratio 


St State 

No 

Poputetioo 
as Per 1971 
Ceasut 
(ia lakhs) 

Number of 
Seats 
Allocated 

Ratio of 
Population 
Per Seal 
1971 

Population 
as in 1991 
Censos 
(in Udis) 

Likely Namber 
of Seals hr This 
Sire Popalwionby 
Applyiag Ihe IS 
State Avenge Ratio 

1 Aodhn Pradesh 

433.03 

42 

10.36 

663.55 

42 

2 Aisam 

149.57 

14 

10.68 

222.94 

14 

3 Bihar 

563.33 

54 

10.43 

863.39 

34 

4 Guiarw 

266.97 

26 

10.27 

411.74 

26 

3 Haryana 

100.36 

to 

10.04 

163.18 

to 

6 Kitiiauka 

292.99 

21 

10.46 

448.06 

21 

7 KeiaU 

213.47 

20 

10.67 

290.33 

18 

8 Madhya Pradedi 

416.34 

40 

10.41 

661.36 

41 

9 Mahaiaihin 

304.12 

48 

10.50 

787.U 

49 

to OritM 

219.44 

21 

10.45 

315.12 

20 

II Pwyab 

135.51 

13 

10.42 

201.91 

13 

12 Rajasthaa 

257.65 

25 

10.31 

438.81 

27 

13 Tamil Nadu 

411.99 

39 

10.36 

556.38 

35 

14 Utter Piadeih 

U3.4I 

85 

10.39 

1390Jl 

87 

13 Weu Bengal 

443.12 

42 

10.55 

679.83 

43 

Total 

.3293.74 

507 

10.44 

8094.39 

307 

ladit 

34SI..39 

545 

10.06 

8443.24 



The ratio of poputatiM per star hr 13 states as per 1991 C^enstw is 13.97. 

2 TheMtalanaiberofseiisanociMdhrlhc IS uatei ii HsamedtobeMcIteiigd. 


Boeiwlc Md PelWctI Weeldy December 10,1997 
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Tau 2: OoNnrnwaaArMiTatrM. &JCfaaAiBOcMMnMH 
(nrOoMdMMciKBwMriktAMAwniBby 10 taCMorMon) 


Bectoiaie (ia lakht} 

ms -— wr 

A,B 

orC 

Total 

rnaatitntTy's 



oflhaSiaH 

as Pw Cent 



1996 

of Siaia Total 



OahkM) 
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Soon after, the Comtitution 42nd 
Amendment of 1976 brought about a fir¬ 
teaching change. By a proviio to Aftkle 
81(3) ai well as Article 17(K2), the 
amendment froze the population figure to 
dttt of the 1971 Ceniui and deferred fiiither 
delimitation at well as allocation of seats 
among the sutes until after the census 
scheduled for the year2001. This was mainly 
in response to fears expressed by some 
states, particularly the southero states, which 
felt that if as a result of successful population 
(danning measures their overall pofnilation 
growth became less in comparison to others, 
they might lose some of their representation 
in the Lok Sabha. 

Did the 42nd Amendment serve its 
purpose? Partly it did. The growth of Tamil 
Nadu's population went down to 13 per 
cent in the period 1981-91 compared to 17 
percent in the previous decade. In the case 
of Kerala, the change was from [9 per cent 
to 14 percent and in the case of Karnataka, 
it was 21 per cent as compared to 26 per 
cent in the previous decade However, the 
growth rate went upby about one percentage 
point in Andhra Prad^, Madhya Pradesh, 
Maharashtra and West Bengal. If a 
reallocation of seats is made on the basis 
of the 1991 Census, keqiing the total number 
of seats available to the 15 major states as 
the same, i e, 507, Tamil Na^ will lose 
four scats, Kerala two and Orissa one. Uttar 
Pradesh and Rajasthan would have gained 
two more seats each while Maharashtra, 
Madhya Pradesh and West Bengal would 
have received one extra teat each (Table 
1 ). 

This has not happened, thanks to the 
freeze on delimitation. However, the price 
paid for this freeze has been the 
ditproporikmately high size of the electonte 
in tev^ constituencies paitkulariy in the 
urban areas. Some differences in the 
electorate size between rural and urban 
constituciKies is understandable and is 
universal because of the usually higher 
density of population in urban areas. 
However, the difference should not be of 
such an order as to render the overriding 
principle of equality of suffrage, 
meaningless. FUithermoie, disparity is not 
limited to urban and non-urban 
constituencies and in tome cases has 
occurred among different urban 
constimenciesas well, within thesamestate. 
In adjoining areas such disparity is 
paiticulafly glaring and unacceptable. 

MAONiTutw OF DitPAams 

Delhi, the capital of the nation brings out 
the grots disparity vividly. The total 
electorate in Delhi it now 80,58 Udis at 
compared to 60.73 lakhs in 1991. Out of 
the seven Lok Sabha constituenciet in Delhi, 


Andhra Pradtah 

MetropoUum/UA 

I Secandetabad 

S.4S 

11.83 

2Siddipet 

7.44 

IIJ3 

SHydonbad 

6.93 

12.96 

4 VisaUmtataam 

7.24 

10.82 

3 Vijayawada 

7.66 

11.04 

Sublo^ 

37.12 

5820 

Partly arbaa 
bNalfonda 

7.40 

IIJS 

7 Poddapally 

7.40 

10.98 

Sablotal 

14.88 

2223 

Aaiaai 

MatropoUtaa/UA 

SOnwahatiHP 

NG 

10.67 

Partly arbam 
9MMgaldoi 

MB 

9.56 

lOKaliabar 

ME 

9.08 

Subtotal 

MB 

18.64 

Bihar 

UttrapaUtaa/VA 

II FatM 

8.95 

0.00 

12 Manbad 

8.29 

11.69 

13 Saaantlpur 

8.50 

10.83 

liCiridib 

6.83 

9.56 

15 Hazaribag 

7.15 

10.20 

16 Bhagalpar 

7.74 

1025 

Subtotal 

47.46 

52.83 

Partly urban 
l7Niilaada 

8.18 

11.01 

ISNawada 

8.30 

11.56 

Subtotal 

16.61 

22.56 

Gujarat 

Uttropolitan/VA 

19 Sam 

7.61 

14.09 

20 Gaadhiaagar 

7.92 

13.75 

21 Vadodata 

1X7 

11.50 

22 Rqkot 

7.06 

1123 

23 Ahmaddbad 

6.99 

10.52 

Stddotal 

36.85 

61.09 

Haryana 

MatropoUtanmA 

24Fwidabad 

7.41 

11.42 

25 Mahendfagaili 

7.79 

10.64 

Subtotal 

15.20 

22.06 

Karnataka 

MetrapoUnm/VA 

26 Bai^aloie Noith 

7.75 

13.35 

27 Kmak^an 

7.85 

13.70 

21 Baagakaa South 

8.62 

1328 

Subtotal ^ 

2422 

40.33 

Karaia 

UetropoUtan/UA 

29ManchBfi 

6.74 

1023 

MtlrapmUlan/lJA 

30iaipar 

7.31 

13.47 

31 Bikaner 

8.82 

1428 

32Jodhpar 

7.30 

11.64 

Subtotal 

23 A3 

39.49 

PauJA 

MatropaUmfUA 

SSLndUma 

8.28 

I2H2 

Ofinna 

MtiropnIhmi/VA 

34Puai 

6J9 

9.69 


16.60 

A 


3.36 

15.72 

A 


3.18 

14.98 

B 


3.03 

13.89 

C 


2.81 

13.31 

C 


2.73 

74.70 



15.11 

14.25 

B 


2.88 

13.07 

C 


2.64 

27.32 


125.87 

5.53 

11.69 

A 


9.29 

10.48 

C 


8.33 

9.98 

C 


7.93 

20.46 


584.38 

1626 

14.49 

A 


222 

14.32 

A 


2.49 

12.14 

C 


2.11 

ao9 

C 


2.10 

12.13 

c 


2.11 

1228 

c 


2.14 

77.45 



13.48 

11.73 

c 


2.04 

11.77 

c 


2.05 

23.50 


285.29 

4.09 

18.90 

A 


6.62 

17.52 

A 


6,14 

13.96 

B 


4.19 

13.49 

B 


4.73 

12.79 

C 


4.48 

3626 


111.52 

26.85 

13.94 

B 


IZSO 

12.37 

C 


11.09 

2621 


311.10 

2329 

15.38 

A 


5.20 

1725 

C 


5.83 

13.00 

c 


4.39 

45.63 


206.73 

15.43 

1122 

c 

303.81 

5.57 

16.56 

A 


5.45 

16.74 

A 


521 

13.91 

C 


4.58 

4721 


144.89 

1524 

1325 

B 

224.19 

lOM 

112)1 

C 


4.91 


1 


r»76 


P “W y r 


1997 



TailbZ; (Contrf) 


State CoMtiliieiicies Electorate Size (in lafchi) 

T985 - iwr — [m- 

A.B 

orC 

Total 
Electorate 
of the State, 
1996 
(in lakhs) 

Contliluency'i 
Electorate 
BtperCem 
of Stole Total 
Electorate 

Maharaahtra 





552.54 


Mtlropollum/VA, 







35 Mumbai North East 9.16 

15.16 

19.49 

A 


.3.53 

36 Mumbai North Wett 8.24 

12.47 

1.5.14 

A 


2.74 

37 Mumbai North 

8.45 

15.86 

21.76 

A 


3.94 

38Tlniie 

8.90 

17.44 

28.26 

A 


S.ll 

39Nagpw 

7.51 

12.40 

14.73 

B 


2.66 

40 Dohanu 

7.15 

10.88 

13.93 

B 


2.52 

41 Baramau 

7.66 

12.62 

13.96 

B 


2.53 

42 Pune 

7.42 

11.85 

13.30 

C 


2.44 

43 Nathik 

7.32 

10.76 

13.05 

C 


2.36 

44 Aurangabad 

7..56 

12.05 

1.3.16 

C 


2.38 

SubtouU 

19.37 

131.49 

166.98 



30 20 

Madhya PradMh 





439.27 


MelropttliUui/UA 







45 Bhopal 

7.01 

11.60 

14.40 

A 


2.78 

46 Indore 

6.84 

11.50 

12.18 

C 


2.85 

47 Durg 

6.71 

10.63 

12.49 

C 


277 

48 Jabalpur 

6.73 

9.45 

12.17 

c 


3.28 

Subtotal 

27.29 

43 18 

.51.24 



11.68 

Partly urban 







49 Morena 

6.62 

I0.U4 

12.17 

c 


2.77 

30 Khajuraho 

7.31 

10.83 

12.86 

c 


2.93 

51 Rewa 

7.19 

10,73 

12.81 

c 


2 92 

Subtotal 

21.12 

31.60 

37.84 



8.63 

TaioUN^ 





424 88 


Mtlrupalilon/UA 







52 Madras North 

7.39 

13..59 

1.5.33 

A 


3 66 

S3 Madras South 

8.12 

14.10 

15.72 

A 


3 70 

54 Coimbatore 

7.85 

11 79 

13.17 

B 


.3 10 

55 Timcbengode 

8.89 

12.70 

1.3.21 

B 


3 11 

56 Madurai 

7.88 

11..38 

12.00 

C 


2 82 

Subtotal 

40.13 

6.3..56 

69.63 



16..39 

Partly urban 







57 Nilgihi 

• 7.3.5 

.11 04 

U.99 

C 


2.82 

Uttar Pradtah 





1008.26 


Uttrttpahtan/UA 







58 Ludutow 

6.87 

11.88 

15.-38 

A 


1.54 

.59 Varaniui 

6.66 

10 47 

14.20 

B 


1.42 

60 Hapur 

7.23 

10 84 

14.36 

B 


1.43 

61 Allahabad 

7.11 

9.84 

13.46 

C 


1.34 

62 Kanpur 

7.07 

10.68 

13.74 

C 


1 37 

63 Robensgoitj 

7.29 

10.45 

13.99 

C 


1.40 

Subtotal 

42.23 

64 lb 

85.13 



8 SO 

Partly urban 







64 NainiUl 

6.45 

9.76 

13.38 

C 


I..34 

65 Minapur 

7.23 

I0..34 

1.3.15 

C 


1.31 

66 Lalgaiy 

7.54 

10.49 

1.3.02 

C 


1.30 

Subtotal 

21.22 

30.59 

.39,55 



.3.95 

Went Bengal 





455,83 


MtIntpaliUM/UA 







67 Diw Dum 

9.03 

13 24 

15 36 

A 


.3 .38 

68 Jadavpur 

7.% 

11.73 

13.46 

B 


296 

69 Naba^ip 

7.18 

10.94 

13.06 

R 


2 87 

70 Howrah 

7.76 

11.66 

13.21 

B 


2.90 

71 Baraaai 

7.59 

10.75 

12..5.3 

C 


2 75 

72 Asanaol 

7.63 

11.26 

12.07 

C 


265 

73 Scnnipur 

7.74 

11.21 

12.48 

C 

• 

2.74 

Subtotal 

54.89 

80.79 

92.18 



20.26 

Partly urban 







74 Oatieeling 

7.4 

10.96 

12.12 

C 


2.66 

DeHU 





80.38 


M»trapotium/VA 







75 Outer Delhi 

6.08 

18.66 

28.21 

A 


35.01 

76 Boat Delhi 

6.78 

15.82 

22.21 

A 


27 56 

Subtotd 

12.86 

34.48 

50.42 



62.57 


Nous: A aCoaililnHiciMexceedinfby M)percei)l: B^ConilitMiKietexcteiiiniby ZOfietccat. 


C m Coutitiienclet exc«ediii| by 10 per cenc NE 3 No election ihit year. 


Outer Delhi's electorate is 28.2 lakhs and 
East Delhi 22.2compare(ituChaiMliiiChowk 
3.6, Delhi Sadar 5, Karol Bagh S.43 and 
New Delhi 5.0S lakhs. In the recent 1996 
elections 13.81 lakhs votes were polled in 
Outer Delhi to elea one MP while Chandni 
Chowk needed only 2.07. In other words 
the value of one vote 1 n Outer Delhi is about 
one-seventh of that in Chandni Chowk. 

If Delhi IS to be regarded as an odd case, 
let us look at Maharashtra. In the 1996 
election the average constituency size within 
the state was 11.51 lakhs. Out of the slate's 
total of 48 Lok Sabha constituencies, in 10. 
the electorate size is considerably higher 
than this average. Thane continues to be the 
largest constituency in the country with 
28.26 lakh voters followed by Mumbai North 
(21.76), Mumbai North-East (19.49) and 
Mumbai North-Wc.vt (15.14). In all these 
cases the difference compared to the stale 
average size is more than 30 per cent 
(Table 2). Per contra there are 12 
constituencies in the slate where the size of 
the electorate ts less than 10 lakhs including 
M.imbai South and Mumbai Central with 
less than eight lakh voters each. 

Similar examples abound elsewhere in 
the country such as Secunderabad (16.60 
lakh voters) and Siddipei (1.5.72) in Andhra 
Pradesh. Surat (18.9) and Gandhinagar 
(17.52) in Gujarat, Kanakapura (17.25) and 
Bangalore North (15.38) in Karnauka, 
Jaipur (16.56) and Bikaner (16.74) in 
Rajastlian.LuL know( l5..38)inUPand 15.36 
in Dum Dum in West Bengal (15.36) and 
so on, where the electorate size in the 
con.stituenciescunsideraMyexceeds ihestae 
as well as the national averages (Table 2). 
Conversely several other constituencies in 
the stales are well below ihc state average. 
Di.spariiy thus stands out as a prominent 
feature 


K'mtA.'iE IV EcEnoRATE 

Overall population increase, lowenngof 
voting age to 18 as well asmtetrsive revision 
of electoral rolls have all contributed to 
increasing the size of the electorate. The 
total electorate in the country has gone up 
from 36.39 crorcs in 1980 to 49.83 crorcs 
in 1991 and to 59.25 crotes in 19%. The 
electorate as a percentage of population has 
alsobeenrisingfrom47,97 in 1951 to54 76 
in 1984. In 1991 it became 58.8 per ceor. 
What IS today's position? Based on the 
census deponmcni's expert group proj¬ 
ections. the country 's population may te 
considered as 91.32 cnircs as on Mar^ I, 

1996. In companson the elcclontlr of 59.25 
crorcs represents about (>4.88 per ccM of 
the total population Ihis iiseil is a high 
figure. Another aspect ts that the adoh 
population in the country <18 years of age 
and above) is estimated to be not more thm 
54.65ctores. The ptesciu electorate exceeds 



Ad* flptfe by 4.60 citjras. TMi (Utcrepmcy 
It the tubject of a lepafate atudy. There it 
no denying the Ou:t howew that ovefill, 
the increaie in the electorate has been 
conspicuous. The average size of a Lok 
Sabha constituency in the country u a whole 
has gone up from 9.49 lakhs in 1991 to 
10.87 lakhs in 1996; a conspicuous increase 
injust five years. If just the 1S major states 
are conside^. the average among them is 
11.10 as compared to 9.7S in 1991. 

As compared to the national average, the 
state averages are not very different. 
Excepting Assam where the average size of 
the constituency is 8.99 lakhs, in most of 
the states the averageelectoime size is within 
10 percent plus or minus, compared to the 
national figure of 11.10 lakhs. Let it be 
made clear at this stage that all these figures 
refer to electorate sizes. The Constitution, 
however, refers to the population-seat ratio 
and not the size of the electorate. Since we 
have published figures only for the 1991 
Census and as projectioru for each state and 


Gonstibiency will be an eUborate exeiciae. 
we have taken the electorate size as a broad 
proxy for population. The conclusion is that 
between the states the average constituency 
size is not an issue but. disparity between 
the constituencies and within the states is 
very much a problem. 

Ilie position is that out of the IS major 
states analysed which have a total of 507 
Lok Sabha constituencies, in 208 cases the 
size of the electorate exceeds the respect! ve 
state average. As compared to a similar 
analysis made in 1991 which indicated ISO 
such cases, the number of 'extra la^’ 
constituencies has thus increased. The 
degree of excess is 10-20 per cent in the 
case of 38 seats, 20-30 per cent in 16 seats 
and more than 30 per cent in 20 seats. The 
statewise break up of these ‘extra large’ 
constituencies is contained in Table 3. 

The rate of increase in the size of electorate 
is another way to compare the various 
constituencies. For the state as a whole, the 
average rate of increase from 1991 to 1996 


hM beat 27 per oent tai UP, mm than 16 
per cent in Antttira and MP nd M high at 
29 per cent tat the caae of DdhL U the 
position of the ‘extra large eonsthuendea’ 
is considered, the rate of inerease at 
compared to the respective slate averages 
is even higher. In 10 constituencies the rate 
is more than lOOpercentoverthe respective 
state rates; in 29 it is between 50-100 per 
centandin I65itit50percentarleu(Ttble 
4). This also undosctM the Act that in the 
‘extra large' constituencies the present size 
oftheelectorateasweltastheraleoflncieate, 
are both significant. 

UsBAN Dimension and Undbe- 
Repsesentation 

It is an established Act that u comp ar ed 
to rural areas the rate of population increase, 
owing to both natiual growth and migration, 
has been more in urban areas. The 
deruiflcation of urban areas is reflected in 
the rate of increase as well as in the absolute 
numbers of the electorate in these areas. 


Tasu .1: Analysb of Lo« Sabha CoNsmimNCiGS ExcntxNo Stats Avbxaoe Sob cp Elbctobats, 1996 


Sl Slate 

No 

No of 
Seals 

Total 
Electorate 
(in lakhs) 

Average 
Blectofate Per 
Seal (in lakhs) 

CooslilueDcies 
Exceeding the 
State Avenge 


Constitaencies 

by 


Up to 

to Per Cent 

10 to 20 
Percent 

SOtoSJ 

PerCem 

Above 

30 Percent 

1 Andhra Pnidah 

42 

493.01 

11.79 

19 

12 

3 

2 

2 

2 Assam 

14 

123.87 

8.99 

8 

5 

2 

0 

1 

3 Bihar 

54 

384.38 

10.82 

31 

23 

6 

0 

2 

4 Odjanst 

26 

283.29 

10.97 

7 

2 

1 

2 

2 

5 Haiyana 

10 

111.32 

11.13 

3 

1 

1 

1 

0 

6 KanuUka 

28 

318.10 

11.36 

8 

3 

1 

0 

2 

7 KeraU 

20 

206.73 

10.34 

12 

II 

1 

0 

0 

8 Madhya Pradesh 

40 

439.27 

10.98 

19 

12 

6 

0 

1 

9 Maharashtra 

48 

552.54 

11.31 

11 

1 

3 

3 

4 

10 Orissa 

21 

224.19 

10.68 

11 

10 

1 

0 

0 

II Punjab 

13 

144.89 

11.15 

6 

5 

0 

1 

0 

12 Rajasthan 

25 

303.88 

12.16 

9 

6 

1 

0 

2 

13 Tamil Nadu 

39 

424.88 

10.89 

10 

4 

2 

2 

2 

14 Uttar Pradesh 

83 

1008.26 

11.86 

37 

28 

6 

2 

1 

IS West Bengal 

42 

435.83 

10.83 

17 

9 

4 

3 

1 

Toad 

507 

5680.64 

11.20 

208 

134 

38 

16 

20 


Table 4; Lok Sasha CoNnrnisNaES - Rate of iNcaeAsa m Elsctokate w CoMrASBCN to tw State Avesacb. 1991 to 1996 


SI Stale 

No 

No of 
Seats 

Average Electorate Per Seal 
(in lakha) 

Petcenlage 
Increaie bom 
1991-96 

Coiutlureiicies Eioeedlog the Slate's Avenge lUte 
oflncieaae by 

IWT 

1996 

30hrCeat 
or Leas 

30 tolW 
Per Certt 

Above 

100 Pier Gent 


1 AwAra Pradesh 

42 

10.14 

11.79 , 

16.23 

16 

1 

2 

19 

2 Assam 

14 

8.48 

8.99 

6.02 

1 

6 

0 

7 

3 Bihar 

54 

9.34 

10.82 

13.87 

II 

5 

0 

16 

4 Gtqaiai 

26 

9.37 

10.97 

14.66 

10 

1 

1 

12 

3 Haryana 

10 

9.72 

It.IS 

14.73 

4 

1 

0 

3 

6 Kmaataka 

28 

10.29 

11.36 

10.41 

14 

0 

1 

13 

7 KetaU 

20 

9.80 

10.34 

5.74 

5 

1 

0 

6 

8 Madhya Pradesh 

40 

9.42 

10.98 

16.38 

16 

1 

0 

17 

9 Maharashtra 

48 

10.13 

11.31 

13.64 

7 

2 

4 

13 

to Orissa 

21 

9.43 

10.68 

13.21 

10 

0 

0 

10 

11 Purdah 

13 

10.08 

11.13 

10.37 

6 

1 

0 

7 

12 RajaitlMa 

25 

10.60 

12.16 

14.67 

12 

1 

0 

13 

13 Tatttil Nada 

39 

10.21 

10.89 

6.70 

10 

3 

1 

16 

14 Uttar Pradeih 

85 

9.34 

11.86 

27.00 

29 

0 

0 

29 

IS West Bengal 

42 

9.84 

10.83 

10.30 

14 

4 

1 

19 

Total 

507 

9.73 

11.20 

14.92 

163 

29 

10 

204 

DeW 

7 

8.93 

II.SI 

28.91 

1 

i 

0 

2 


I I 


1 - 7 


Moft oftlM 208 contituenciei ittentified 
as ‘extra large' and Cut growing are either 
in metropoliUn areas or urban 
agglornentioiu. In non-metropolitan but 
partly urban constituencies, the indications 
are that the bulk of the increase since 19<)l 
has taken place in the urban segments. Wc 
may take a couple of such ‘mixed' 
constituencies in Uttar Pradesh to illustrate. 
One is Nainital with an electorate of 13.38 
lakhs in 1996. The increase in size from 
1991 is by 3.62 lakhs or 37 per cent. The 
bulk of this increase has come from 
Haldwani, an urban assembi y segment where 
the eleaorate increased from 2.31 lakhs m 
1991 to 3.38 lakhs in 1996, an increase of 
46 per cent. Kashipur is another a.ssembly 
segment of Natnital which had a 40 per cent 
increase in electorate size. Another example 
is Saharanpur parliamentary constituency 
in western UP. Its 1991 electorate size was 
9.74 lakhs which went up to 12.16 lakhs 
in 19%. The bulk of this increase came 
trom Saharanpur, Sar.sawa and Nakur 
assembly segments which are urban. These 
examples indicate that large elecioroles, 
propelled by increase in urbanisation have 
not received adequate represcntatinn. 

The disparity among the constituencies 
becomes more evident in the ca.se of the 
assemblies. In Maharashtra, out of 288 
assembly constituencies, 82 have electorates 
well above the stale average size of 1.89 
lakhs. (Table 5). Belapur in New Mumbai 
has 9.43 lakh voters. Kalyan, Malad. 
Borivali, Biwandi, etc, have more than four 
lakh voters each. Conversely 206 
constituencies are well below the state 
average. Out of ihctie, in 65 the electorate 
size is 20-50 per cent les.s than the state 
average (Table 6). The bulk of the extra 
small constituencies are in rural areas though 
there are a couple of oddities like 
Mumbadevi and Opera House in Bombay, 
with less than a lakh of voters each. Applyi ng 
the stale average, the total electorate of 206 
lakh in the large constinicncics can claim 
108 seats, i e, 26 more than at present. 

The problem of under-represeniation can 
olio be looked at from another perspective. 


Among the major states Maharashtra is the 
most urbanised. Out of the 1991 Census 
population of 787 lakhs, 39 per cent or 307 
lakhs are urban. Applying the existing ratio 
between an assembly scat and the populauon 
which IS 2.73 lakhs, this should roughly 
translate to about 113 seats in the assembly 
for the urban population, as against 90 at 
present. 

In Tamil Nadu, out of 234 assembly 
constituencies, in 81 constituencies the 
electorate size is above the state average of 
1.82 lakh. Among these in 37, the excess 
ranges from 10 per cent to more than 1(K) 
per cent (Table 5). Villivakkam with 5.5 
lakh voters is the largest followed by 
Tambaram. Tiruppur, Tiruvottiyur. etc, all 
of which have 3-4 lakh voters. The number 
of seats warranted by the urban electorate 
comprised in these constituencies is 96 as 
against 81 at present. On the other hand 
there are ! S3 constituencies in Tamil Nadu 
whose electorate size is well below the 
stale average (Table 6). In 64 among these, 
it is 10-30 per cerit below and in four it is 
30-40 per cent below. Some old Chennai 
city constituencies like Harbour and 
Chepauk arc 45 per rent below the slate 
average. West Bengal is another state where 
out of294 scats, I ISarcwcllafiovethc state 
average and 179 well below it. The urban 
electorate is short by about 20 seats. Andhra 
repeats the same pattern. 

Overall, the analysis indicates that the 
freeze on delimitation has resulted in the 
over-represemation of the small, and the 


2 Madhya Pradesh 

.120 

136 

i Maharashtra 

288 

82 

4 Rajasthan 

200 

80 

5 Tamil Nadu 

2.W 

81 

6 Ullor Pradesh 

425 

1K8 

7 West Bengal 

294 

115 


under-represenUtion of the large 
constituencies, h should not matter whether 
these constituencies are rural or urban, 
because in either case the principle of parity 
IS violated. However, because of signiflcam 
Urban growth and densification, under¬ 
representation has affected urban areas more. 

Tnt CoNSEoukNces 

The purpose of this analysis is not to raise 
the bogey of rural versus urban. In either 
case under-representation affects the value 
of the franchise. However, there are some 
important implications of such under- 
repiescnlation so far as urban areas are 
concerned. In the context of the significant 
economic changes that have taken place 
across the country, urbanisation needs to be 
viewed not as an aberration in space but as 
an inevitable outcome of economic changes. 
Indeed in the coming years, urbanisation in 
many parts of India will be propdled by 
increases tn agriculture productivity, the 
rise in farm incomes and the demand it 
creates for goods and services in urban 
locrtions. Several of thedistnetsin Haryana. 
Ihmjab, Andhra Pradesh. West Bengal, etc. 
which are significant performcr-s in rice and 
wheat production are already confirming 
this trend. 

Traditionally, industrialisation has been 
perceived as a main determinant of 
urbanisation. With the recent emphaats on 
industrialisation and foreign direct 
investment industry will continue to be a 
major .actor m urban growth. However, 


20.593 

41 

II 

9 

1.12.5.3 

6 

1 

0 

17564 

.30 

4 

2 

494 02 

376 

14 

1 

205 50 

2.3 

0 

0 


TaSLe .5a- Eccctoiiate Sbe w the ‘Extha Larof' CoHSTnvtNrff-S 

,*>! .tuie Number Cuiutiluency Eleclorate Consliluuniies wiih EIccionie of 

Nu of Seats Exceeding Size of These _ Mot than 

State Average Consatucncies Two Thi« Four 
Size of (in lakhs) Lakhs Lakhs Lakhs 
Eleclorate 

I Andhra Pradesh 294 Tm I99.tl8 il .t 0 

196 29 4 0 0 


Taele 5- Analysis of Assemblv Constitvenc ifs ExrEEOiNt! State Avexaoe Size of EiErni«An 


SI State 

No 

No of 
Seats 

Total 
Eleclonite 
tn lakhs) 

Average 

Elerioraie 

Per Seal 



Constituencies Exceeding bv 


Up to 

10 PW Cent 

I0lo20 

PerCera 

2010 30 
PerCcnl 

.5010 loot) 
PerCeni 

Above 

lODPtrOn 

Total 

1 Andhra Pradesh 

294 

495.01 

1.68 

.57 

24 

21 

6 


III 

2 Madhya Pradesh 

.320 

439.27 

1.37 

7.3 

35 

20 

7 

1 

1.36 

1 Mahtiashtra 

288 

552.54 

1.92 

29 

14 

16 

(2 

tl 

12 

4 Raiaiduin 

200 

.303.88 

1.52 

45 

18 

It 


1 

10 

5 Tamil Nadu 

2.34 

424.88 

1 82 

44 

15 

12 

8 


81 

6 Uuar Pradesh 

425 

1008.26 

2..37 

115 


21 

4 

0 

188 

7 WoM Bengal 

294 

4,55.8,3 

1 55 

59 

28 

17 

11 

0 

IIS 

ffoHr. PlgaresbaKd on asacmWyelecImn in Madhya Pradesh and Rajasthan in 199.3, Andhra Pradesh in l994.Midianwhtniiiil995.We«Bengal, Uttar 


Pradesh and Tamil Nadu in 1996. 
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tnde ud tenricet will bemw BMUt 
ligidlkiiil in addiiy to uibn gnmdL 
econoimc petfom u ^ of the country will 
depend ti^ficantly on the petfonnance of 
die dties. The effident upkeep of ddei U 
thoefoie'ciudal and cannot ^ diamiued 
as merely a ‘numidpal’ matter. Some may 
argue thia since the 74th amendment hat 
sought to make urban local bodies more 
autonomous, the respontibilites for urban 
management have bm decentralised and 
it is their business to deal with this problem. 
In truth, however, the follow up of the 74th 
amendmoit is highly varied among the 
different states. Few have taken consistent 
steps in determining the functional and 
rmancial domain of the cities. 

Besides, in the wake of economic 
liberalisation and increased flows of capital 
and incomes into urban areas their 
infrastructure and environment are already 
showing considerable straiiL Some studies 
also indicate a widening and deepening of 
urban poverty. All these are issues which 
need ddiberation and resolution, as much 
in parliament and the state assemblies as in 
the corporations and municipal councils. 
Under-representation of urbm areas will 
leriotuly jeopardise the much needed debate 
and consensus at the national and state levels. 

Some Qualitative Asfects 

We may also consider certain other 
consequences of the present disparity which 
deny to the countiy the benefits of a rational 
delimitatioa Across the country, assembly 
segments are organised as integral parts of 
a parliamentary constituency. In other words 
any one parliamentary constituency is 
supposed to comprise a certain numbn of 
assembly segments. It is expected that parity 
between the assembly constituencies would 
enable parity in the parliamentary 
constituencies as well, provided delimitation 
is done for both. The case of Delhi is an 
eloquent illustration of the distortions when 
diis is not the case. Pursuant to the setting 
up of a separate state out of the union 
territory with a l^slative assembly of its 


tw>B. vkte Bid cM u iltB Uuurt i mw i ilB i M i r It 
199 ! and biaertkm of aitkla 339 AA. it 
hecanwiHceaiatytoniideftdteadelfaiijt^^ 
of auembly contdmendea in die territory 
for the first time. The Delhi assembly is 
made up of 80 constituencies which are 
more or less similar in size. Each asiembly 
segment has about one lakh to 1.3 lakh 
population in most cases and comprises two 
municipal wards with a population of30,000 
to 60,000 each. Because delimitation 
exercises were undertaken for both the 
municipal and assembly clecticms, such 
broad parity could be achieved. 

However the freeze on delimitation 
continues to apply to Lok Sabha 
constituencies. As a result the number of 
assembly segments varies from four to 21 
in the different Lok Sabha constituencies. 
New Delhi. Karol Bagh and Delhi Sadar 
Lok Sabha constituencies have fi ve assembly 
segments each, Chandni Chowk has four. 
South Delhi has 10. while East Delhi and 
Outer Delhi have 20 and 21 assembly 
constituencies respectively. Some assembly 
segments have also been split up with some 
parts forming part of one pi^iamentary 
constituency and other parts tagged to 
another. For example, some blocks of the 
Sarojini Nagar assembly constituency are 
included in the New Delhi parliamentary 
constituency while some othen are in the 
South Delhi parliamentary constituency. The 
resultant confusion in the public mind can 
be imagined. 

The 73rd and 74th amendments to the 
Constitution provide for mandatory 
elections to rural and urban local bodies in 
the country. The amendments also stipulate 
that elections to these bodies will be 
conducted by independent state election 
commissions. The delimitation of wards for 
the panchayats at the village or the 
intermediate (Mock) levels as well as wards 
in the municipalities is expected to follow 
the same principlea of si milarity and equality 
of franchise. Wards and panchayat 
constituencies, thus delimited, can become 
the building blocks of a countrywide 


•UlcMat kyttuM. liMfeu b« Uw 
riwM l hUn i wi liufaBreie iiiM yoaulteBticy 
wliicb la turn would b* • Mpiaat of a 
pariianMatMy couthuency. In inch an 
■nanfetneoLvotanwouMboableioldeallfy 
Ihemaelves dearly with tiwirconadtueaGiei 
and dected representativea at the local, 
provincid and nationd levels. This would 
also considerably facilitate the actual 
conduct of the electioai. So long as a fteih 
ddimitationof theLok Sabhaconsdhiendet 
is not done, the mismatch between the 
constituencies at different levelt and pddic 
confusiem will continue. 

The position in regard to imallcr states 
also needs further examination. During the 
1976ddiRiit«ionexendse, the smaller states 
were all dealt with in a rather summary 
fashion; some of them have been growing 
fast particularly the north-eastern states. 
Because most of the states have only one 
Lok Sabha seat such as Mizoram or Na^land 
or two seats like Arunachal Pradesh, 
Meghalaya, Manipur and Tripura, the 
densification will be noticed mainly in the 
assembly constituencies. For instance in 
Mizoram, iSoutof 40 aasemUy seats exceed 
the state’s average omstituency size by 
more than 20-100 per emti. These 13 have 
an electorate of ne^y two lakhioutof the 
total state electorate of 3.37 lakhs. Both 
Meghalaya and Tripura have 60-seat 
assemblies. Out of Ukm 27 and 23 exceed 
the state average respectively. As 
urttanisation spread the ^sparity among 
constituencies will become prominent in 
the north-eastern states as wdl. 

MiNoarTY REFaESsrrrs the Maiomty 

Apart from these implKatians of disparity, 
some other qualitative atpecu should also 
beconsidered. The 1991 and 1996 dections 
indicate that in most constituencies there is 
a large number of candidates. Though in 
reality, the contest is limited to four to eight 
candichnes. the votes are split and the winner 
emerges not on the majority of votes pdled 
but the single largest number. Wba the 
turnout Itsdf is about 30 per eem of the 


Tablb 6: Analysis of Askmbly CoNsnnjENCia ssunv Statc Avsbaob Sm of Elbcksutb 


SI No Slate 

s 

nuinMv 

of Seals 

Total 
Electorate 
(in lakhs) 

Aveoige 
Electorsie 
Per Seal 
(in lakhs) 

10Cent 
or Leu 

Coostituencies below State Avtraee by 
t0to20 20 to30 30to40 Below 

PerCem PerCeM PerCeal 40PerCeal 

Total 

Bleetotale Size 
ofTheae 
CoasUtaenrifT. 
(fai faddM) 

I AnAn Pradesh 

294 

493.01 

1.68 

93 



2 

0 

183 

248.01 

2 Madhya Piadesh 

320 

439.27 

1.37 

93 



3 

1 

184 

206.40 

3 Mshsrashtra 

2S8 

332.34 

1.92 

63 

76 

43 

14 

6 

206 

339.30 

4Ra|astfau 

200 

303.88 

1.32 

64 

41 

IS 

0 

0 

120 

IS2.32 

STmilNadu 

234 

424.88 

1.82 

83 

32 

12 

4 

2 

133 

249.20 

6Utiar Pradesh 

423 

1008.26 

2.37 

132 

73 

II 

0 

1 

237 

304.21 

TWettBeagal 

294 

433.83 

I.SS 

96 



2 

4 

179 

246.69 


Non: Figwes based on assembly electiom In Madiya Pradesh snd Raiatihaa In 1993, Andhia nadesh ia 1994, Maharaahtm la 1993, Wait Bec«sl, 
Uttar Pradesh aad Tamil Nadu » 1996. 
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eleeioWtt of votes polled 

by the wlaner n compered to the total 
electonto is nuch less. It is, therefore, a 
case of the minority becominf the voice of 
the mijodcy. In very large constituenciet. 
this factor gets even more pronounced. For 
instance, in the 1996 Lok Sabha election, 
in GantiilMgar, Gujarat, out of the total 
electorate of 17.52 lakhs the turnout was 
4.B7 lakhs or just 28 per cent. The winning 
candidate's share was 3.23 lakh votes or 66 
per cent out of the votes polled. Yet, 
compared to the electorate size of the 
constituency this works out to 18.4 per cent 
only. Sipiilarly in the case of Ahmedabad, 
Thane and Mumbai parliamentary 
constituencies, the votes polled by the 
winning candidate, as compared to the total 
electorate is around 16percent. In the large 
parliamentary constituencies of Delhi, such 
as Outer Delhi or East Delhi where the 
turnout was around SO per cent the winning 
candidates share of votes as compared to 
the electorate is 25 per cent or less. Of 
courie, the solution lies in ensuring a better 
turnout but in gargantuan consiiiucndes 
this becomes a formidable task. The 
candidates, therefore, rely on vote banks 
which are cultivated assiduously and which 
can see a candidate through in a multiple 
cootesL 

Election Expenses 

Another qualitative aspect relates to 
election expenses. Any attempt to set 
uniform limits to election expenditure would 
be pointless if more than a third of the 
parliamematy constituencies in the country 
are signiricantly oversized. The same 
problem applies to assembly constituencies 
at well. 

There it no denying the fact that past 
delimitation exercises have been time 
consuming and laborious. Commissions 
have been mainly judicial in their 
composition but a certain number of MPs 
and MLAs are associated in their work for 
the respective states. The timely availability 
of census data which have to form the basis 
of addimitation exerdie is also an important 
point. However, progressively, the time 
taken to make available the census tesulu 
has come down. In 1991, the census 
enumeration was done in Febtuaty and 
provlaioiul popuimjon totals with turd and 
urban breakups were available statewise 
and diitrictwiM within about six months. 
With htcicatiiig computeritation this period 
can be expected to come down further. The 
delimitation exercise itself has taken 
anywhere between two^htee years to be 
compleled. Because delimitalion has been 
Irocm for more than two decades, it is likely 
that the next exerciie. whenever it is 
co ntm eii c cd. will take coniiderable time. 
The MuKtedes of aeveral constiniencies 


will need to be altered involving in the 
process numerous hearings. If the total 
number of seats in the Lok Sabha is to be 
increased as being demanded in some 
political quarters now, the allocation of 
scats to the different states will need to be 
reviewed and determined first. However, 
once the next delimitalion exercise is gone 
through, subsequent exercises can be 
expected to be much easier and much less 
time consuming. The principle of similarity 
in the population>seat ratio can be applied 
within a broad range of lO-lS per cent plus 
or minus. The objective should be to tnake 
delimitation, a periodical, regular and 
transient exercise as the authors of the 
Constitution wanted. 

Reform Attesots in Past 

Delimitation of constituencies is a tedious 
and time consuming process which is not 
always welcomed by sitting members of 
parliarnem who are used to the size and 
trails of the electorate in their respective 
constituencies. Many wilt not be emhusiastic 
about a change. Yet the freeze on 
delimitation brought about by the 
constitutional amendment in 1972 has 
resulted in very serious disparities between 
consiituencies and the basic representative 
character of the consUiuencies has been 
undermined. 

In )u)y 1996, the Constitution 80ih 
Amendment Bill, 1996 was introduced In 


the L(A Sabha by the law mtniiKr. The 
object! ve of dlls bill is to remove the exittiiig 
constitutional bar and undertake a besh 
delimitation of constituencies on the basis 
of the 1991 Census. This is not the ririt time 
that an auempt of this kind has been .made. 
In 1990, after a committee chuted by the 
then law minister Dinesh Goswami had 
considered the matter, the Rajya Sdiha 
passed a bill to enable fresh ddimiiatioiL 
The Lok Sabha remitted the bill to.a 
parliamentary committee as it also included 
some provisions on the rotation of reserved 
constituencies. Soon after pariiamcM was 
dissolved and the matter lapsed. 

The July 1996 bill follows tbe 
recommendation of the committee on 
electoral reforms that fresh deliiidtaiion be 
undertaken without changing the total 
nu mber of Lok Sabha seats or theiranocatiao 
to the various states on the basis of the 1971 
Census. However, some potidcal parties 
have now begun to question the wisdom of 
this recommendation and have suggested 
that in keeping with the significant increase 
in poDulaiion. the size of the Lok Sabha 
could also be increased. Undoubtedly indie 
days to come, the debate will widen and 
intensify. It is. therefore, necessary to 
understand the existing position as well as 
the extent of distortion, which has been 
perhaps an unintended consequence of the 
freeze on delimitation. It is hoped this 
monograph has fuiniied that purpose. 


GOVERNMENT SUBSIDIES IN INDIA 

D.K. Srivastava Jc Tapas K, Sen in assoctation with 
H. Mukhopadhyay, C. Bhujanga Rao & H.K. Amanuuh 

CONTENTS: Chapter I Concepts, Issues and Methodology of 
Estimation; Chapter! Subsidies of the Central Government; Chapter i 
Subsidies of the Slate Governments: Chapter 4 Subsidies: An 
All-India Perspective; Chapter 5 Benefits of Subsidies: Relative 
Distribution and Issues of Equity; Chapter 6 Conclusions. (This study 
is a revised version of the Report on Government Subsidies in India, 
on which a recent Discussion Paper on Government Subsidies issued 
by the Ministry of Finance, Government of India was based.) 


180 pp (Hard Cover) 1997 Ri. 285 

Please send a Demand Draft favouring "National Institute of Public 
Finance and Policy, New Delhi" for Rs. 280.00 only (Cost of the book 
Rs. 285.00, less discount 10%, add postage Rs.23.50) to: 

Proframine Develc^ment Officer 
National Institute of Public Finance and Policy 
18/2 Satsang Vihar Marg, Special institutional Area 
New Delhi 110067, INDIA. 


Beonoale and Political Weakly Deceihber 20,1997 





The Case of KaradU 


SAIdwZaidi 

Poverty alleviatum is the trendy md faskUmable slogem for the end of the 1990s. Projects will be defined with a 
specific focHS on the poor, often with the help of donor money channelled through non-govemmental organistOions 
(NCOt). TTiis attempt, while well meaning, wili invariably be at a micro level with a narrow focus, often ignoring the 
causes for the existence of poverty in the first place. Be^~Aid social work of this variety will certainly improve the 
living conditions of a number of beneficiaries in the project area. However, poverty b primarily a political issue, caused 
and maintained by factors of a macro nature and by institutions which function in a specific, political, environment. 
Thb paper argues that politics comes prior to poverty, as do institutions. The failure of institutions to address bsues 
of poverty and development are seen here as essentially political failures. Looking back over the last decade, it would 
be d^cult to find a more politicised, violent, ethnically divided, alienated city than Karachi The paper concludes with 
the assertion thatfar-reaching and substantial political and institutional reform, must come first in any attempt to alleviate 
poverty, particularly in Karachi 


Inthoduction' 

IN Older to understand the nature and extent 
of poverty, especially in the setting of a large 
mrtiopolitan city with a population of 11 
million, such as Karachi, it is necessary to 
understand the institutional and political 
relationships which exist in that city. The 
causes and reasons for persistent and recur¬ 
ring poverty may lie in the failure of poiitical 
aixl institutional responses in dealing with 
poverty, both at a local and at a national level. 
In fMn. even the creation of poverty, in the 
first place, may be the outcome of specific 
policies followed by different levels of 
institutions in response to political circum¬ 
stances and imperatives. Hence the title of 
this paper, where the city of Karachi provides 
acasetoexami tie the dialectics of institutions 
and politics, in order to assess the causes, 
nature and extent of poverty in the city. 

There has been a sea change in the way 
governments function and in the way 
institutions act on policy priorities in much 
of the underdeveloped worid. The military 
dictatorships ofyesteryearhave been replaced 
by evolving forms of democracy, ranging 
film the autocratic to the mote lib^. Highly 
centralised states, where much of policy was 
formulated, have weakened their hold over 
lower tiers of government, with states/ 
provinces and district and local level 
government playing an increasing role in 
public policy and in the delivery of basic 
services. The nature of politics too, has 
changed. With the demise of the Soviet 
Union and the perceived failure of socialism 
with it, politics in much of the underdeveloped 
countries of the worid has also undergone 
a radical transformation [see for example 
Zamui 1993; Zaidi 1994a. 1994b]. 

The guerrilla struggles of Latin America 
and the parties closely aligned to the 
Communist Party of the Soviet Union 
(CPSU), subscritnng to the non-capitalist 
path of development, have for the most part. 


been transformed into social democratic and left 
leaning parties. Even Marxist parties havechanged 
their colours, from fighting class enemies and 
imperialism to becoming mote expedient, chasing 
multinational corporations inviting them to invest 
in their countries. With the change in ideology, 
politics too, has changed. 

The dialectical relationship between politics 
and irtsiitutions has given impetus to the NGO 
movement. While institutions of the state and of 
the private sector have existed since time 
immemorial .institutions which belong to neither, 
have coalesced in recent years, offering this third 
aitmiati ve. The NGO movement in some countries 
has replaced the role of the state in the delivery 
of certain social services and has even acquired 
the status of a quasi-state in some regions 
[Zaidi 1994b]. In othen, the failure of public 
institutions has not helped bring forth ailema- 
tive forms of government, organisation or 
institutions, giving rise to anarchy, and at times, 
even carnage. 

ft is these changing perspectives and 
relationships in which we focus on the issue of 
poverty in Karachi. What has been the role of 
national institutions of the statein creating poverty 
in the first place, and how have local institutions 
which deliver social services, responded to the 
challenges of rigid structures, inadequate revenues 
and resources, and insufficient powers? Much of 
Karachi's recent history has beu one dominated 
by volatile and violent politics, with the most 
popular political patty ofto discriminated against 
at anatio^ level and somethnes targeted militarily. 
One cannot ignore such facts in examining the 
relationship of institutions with politics, when 
they addteas issues of poverty, llieii, the issue 
of poverty, itself, is no less complex. How does 
one identify and measuteit?What sort of indicators 
would be useful in determining the extent of 
poverty? How relative ihould our measurements 
be?Relativetowbat?and so on. While the location 
of poverty and what subscri bet it can be an endless 
debate, this paper tries to briefly discuss the 
difficulty in tr^ng to idendiy arid measure it 
within our context. 


This paper begins with an account 
of how Karachi has grown in the last 
SOyears and is now destined to become 
one of the most populated cities of the 
21st century. We look at the city’s 
history and its growth and then turn to 
an evaluation of how Karachi’s 
institutioas function. The process of 
planning plays a fundamental role m 
how the city has developed, and this 
role is examiiKd in detail in the paper. 
The next section then discusses the 
issue of poverty in general and then in 
the specific context of Karachi. Since 
politics has dominated the life of ail 
citizens in the city, one section of the 
paper examines luw institutions have 
been affected by the often violent 
politics and what the Impact on poverty 
has subsequently been. The role of less 
formalised politics and institutions, in 
particular the role of some NGOs in 
alleviating poverty and addressing 
issues of social and economic 
deprivation,it also touched upon during 
the course of this paper. Rnally, an 
attempt is made to tie all loose ends 
together, and focus on ftituie strategies 
for poverty alleviation, within the 
context of political and Institutional 
developments in Karachi. 

Tub CONTSXT OF KARACHt' 

The population of Karachi in 1729 
wu 2S0; today it ii estimated to be 
around 11 millim with the Karachi 
metropolitan area constituting about 
4,23,000 acres, or over 3,500 iq kms 
(Table 1). The growth In the site and 
population of the city has been uneven 
and sporadic, often influenced by 
factors outside the control of either the 
citizens or the admimstraton of the 
city. 

Karachi, when it was conquered by 
the British in 1839, was a srnall town 
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Tte 

vi^AenJei»,tbeMbi^UveiiMydeTabad 
w«oaiM|Uandby tIteBritithin lft43.four 
yean after the oonqueit of Kanchi. and it 
wwibecafNenof Hyderalnd, rather than 
that ofKar^ which marked the annexation 
of Sindh to the British empire. Alexander 
Bailie, writing in 1890, writes that Karachi 
had no importance of any sort prior to the 
occupationoflSSBandintiieSiKihcampaign 


of 1843. He says that it was not even 
oientiaDed in the political dispatches of the 
Britisb. Since Hyderabad and Thatta had 
been the places of residence and of political 
power prior to the occupation o f S indh, these 
cities gained importance. Further, they were 
both integrated with their rural hinterlands 
where surplus production from agriculture 
found its way to the towns where the rich 
had established their homes. While these 


two cities were iclativeiy thriving, Karachi 
was an outlier, of little economic or 


commercial importance, prior to the advent 
of the British [Baillic 1975], 
Karachi’sflrstspurtof prominence, though 
not reflected in the increase of its population, 
came about due to factors many thotuands 
of miles away. The American civil war had 
resulted in ttte disruption of the cotton trade 
from the US. To stibsiiiule for this .shortfall, 
there was increased demand from British 
Indis and in particular, from Sindh, in the 
period 186U6S. Sindhi cotton replaced 
American cotton as raw material in the textile 
and cotton factories in Britain. Butthisboom 
in demand, with its impact on Karachi and 
its port, was a temporary phenomenon, as 
aAv the end of the civil war, trade in Karachi 
had almost been halved. 


One reason why Sindh was able to 
capilaUse on the deinand for cotton in Britain 
to replace American cotton, was the 
development of the Sindh railway in 1861 
wbkh made transport to the port much easier 
and faster. [)ue to the devdopmeni of the 
railways, smaller towns inside of Sindh also 
began to expand, as market and trade grew, 
with Hyriendted and Shikatpur benefiting 
the moit Railways were extended into the 
PuitJab in 1869 linking them with the rest 
of northern India. The population of Karachi. 
despite B shon spurt of activity between 
1861'65. stagnated between 1856-82 and 
grew by a mere 29 per cent in these 25 yean. 
However, growth in populteion and activity 
was fite more robust after this period. 

Between 1881 and the end of the century. 
Karachi’s population neatly doubled, as 
Kandd’t importance as a port and as a 
caadnit lor bringiiig commodities from the 
Fia^ab, northern India and upper Sindh, 
iiKtcaaed. The opening up of the Suez Canal 
in 1869 bad made Kinchi the nearest port 
in India to Britaia. By 1886. Kanchi wu 


«¥Qrtbi|| nme etett Dm Bonbiy. As 
l^mAi's poiwlatloa grew towards the end 
of the last centtity, some services were 
developed in the oM town in the city, as well 
as on the outsfcint of Karachi, where water 
supply and drainage systems were developed. 
The Karachi IVirt Trust was also established 
at this time. 

For the first four-and-a-half decades of 
thii century, Karachi's population grew at 
a steady pace affect^ by agricultural 
development that was taking place in Sindh 
and the Punjab, and by the expansion of trade 
and some industrialisation that look place in 
the city itscl f. Much of Karachi's growth was 
based upon migration from oth« pans of 
undivkW India, attracting Parsecs, Bohras. 
Gujratis and other trading communides from 
other (owns in India. The port and the railway 
link with the rest of India provided theimpctus 
for growth (Hasan 19941. Arif Hasan has 
shown that at the timeof formal ionof Pakistan 
in 1947, Karachi had a population of around 
4,50,000 with slightly over 51 per cent being 
Sindhis, followed by the Baluch, Utdu-Hindi 
speakers, Punjabis.and Gujiaiis. More than 
half of Karachi's population was Hindu and 
42 per cent Muslim; Chnstians and Parsecs 
made up 3.5 and 1.1 per cent, respectively, 
of the city’s population. Apart from the 
metropolitan area, Karachi district contained 
over 1,200 settlements and villages [Hasan 
19971. 

The nature of Karachi was dramatically 
altered by the advent of Pakistan. As Hasan 
argues. 

In 1947 Karachi became the capital of the 
new state of Pakistan. Bureaucrats. 
govcTTuncnl employees, semi-government 
organisations all moved (o the city and new 
organisations were established to meet the 


need! of mi Kgfc. b aMMgi, CW 
6.00tO0OnAigeaftaBliMtiaii»«edlmiMlte 
city iactcathig in populattoa by aoi« ifcaa 
161 per cent in a poiad of 10 yean. The 
refuses occupted all fhe open ipacH anl 
in the city centre, the miliiary caaioMHat 

aiidput^buildinp.Thisffligiteioaeiiam6 

Karachi completely. An imponed laagaage 
and culture damtuted the city and ten m 
the long rtm has given birth to many of 
Karachi’s and Sindh’s ethnic and poitticai 
problems, (Hasan 1994;8]. 

in 1951 when the first census of Pakistan 
was held, Karachi's population had risen to 
1.137 million of which 8.15,000 (as much 
as 72 per cent) were migrants from India. 
Of the 2,30,000 Hindus that lived in Karachi 
prior to partition, 1,70,000 (74 per cent) had 
left the city. Now, the main language spoken 
in Karachi rather than Sindhi or Bahichi, was 
Urdu, spoken by more than 50 per cent; only 
8.6 per cent now spoke Sindhi. The 
population was also overwhelmingly 
Muslim, with as much as 96 per cent of 
Karachi's population (like the rest of west 
Pakistan) now Muslim, and less than two per 
cent K<ndu in what was predominantly a 
Hindu city a few years ^ier [see Zauk 
1989, 1991, 1992a; anc Hasan 1997). 

As the economy of Pakistan begin to 
develop in and around the capital of Pakistan, 
which was then Karachi, so did its economy, 
size and population. With the need for 
administrative and service sector staff to 
serve the capital, educated and skilled 
individuals movcid to Karachi Crom other 
parts n’' Pakistan, as they had done from 
India. The advantages of being die only port 
and proximiry to govemment meant that 
industry picferred Ksrachi't location and 
much of the large-scale industry begrni to 
develop here, much of it with govemmeni 


Tasle I. Kakachi's PorouATioN Gkowni 


Year 

Population 

Inccease/Decrease 
over Lost Census Survey 

Percent 

Incrcase/Decieoic 

Avenge Annual 
Growth Rate 

1729 

250 




18.38 

14.000 




18.50 

16,77.3 

2,773 

19 80 


1853 

22.227 

S,4.M 

32 51 


1856 

.56.879 

.34,652 

155.90 


1872 

.56,75.3 

126 



1881 

7.3.560 

16.681 

29,32 


1890 

98.000 

24.440 

33.22 


1901 

1.36.297 

38.297 

39.07 


1911 

186.771 

50.474 

37.00 


1921 

244,162 

57.391 

.30.70 


1931 

300.779 

56,617 

23.20 


1941 

435,887 

135.108 

44.90 

3.70 

1951 

1.137.667 

701,780 

161.00 

11.50 

1961 

2,044.044 

906,3n 

79.70 

6.0S 

1972 

3,606.746 

1,562,702 

76.50 

3.00 

1981 

5,437.9*4 

1.831,238 

50.80 

4.96 

1986 

7,443.663 

2,005.679 

36.80 

4.07 

1991 

t0.2S0,000* 

2.806,337 

37 70 


2001 

I3.500,000* 

3,250,000 

.11.70 



Mucx: Avenge per oeM from 1838 to 1941: .3.4 per ccaC * Eitiinaied. 

Sowtt: Haua. Arif (1994) Pnfikef Three Pakutam Cion: KurtK*i, F a iia l nM rneiTham, tegM 


picpaied for the taemiliooal bauhate for Eavironmenl and Devdopnmt, LmdcM, p 4 
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IRmthof akBindiai 17pereott«nawcni(B 
per mn»btt««n 1959<6S. nil apin, 9.9 
pctccttb(«weenl96S-7Q,lUndilpioi|iered 
nd grew as to had a diiimpciftiooite ihaie 
of inhiilty and the productive lector located 
here. For Haun, the devdopment of industrial 
production and the introduction of the green 
revolntion meant that Karachi alio benefited 
firom incieaied intemational and domestic 
trade: 

Due to tfais. port aciivicjef in Kanidii maie 
than doutded during these two decades. The 
niral areas of the Punjab alone produced an 
average luiplus of 3,600 million rupees per 
year ftom agriculture during this period and 
most of this was invested in Karachi’s 
economy [Hasan 1994-9]. 

Par all these reasons, ranging from the huge 
influx of migrants from India and later from 
within Pakistan, and since it was the only 
port and subsequently the main beneficiary 
of the type of industrial policy pursued in 
the years between 1947-72, “Karachi was 
perhaps the fastest growing diy in the world” 
(Hasan 1995:4], Prom 1972 when the 
population of Karachi was 3.6 million, the 
pofxilation grew by an average of S per cent 
till the next census in 1981, when the 
population had reached 5.4 million. Since 
no census has been held since, estimates 
today placepopulationof Karachi at between 
II to 12 million. About half of Karachi’s 
growth in the 1970s was attributed to 
migiation from the rural and urban areas of 
the country. However, Hasan writes, that 
since 1981, while Karachi's annual growth 
has declined considerably in percentage 
terms, it has increased in numbers; now most 
of this growth in Karachi is due to natural 
increase and not due to migration [Hasan 
1995:4], In the I980t, an estimat^ one 
miUion inhabitants (or one-tenth of Karachi’s 
population), were thought to be migrants 
from Bangladesh. Afghanistan, Iran and even 
from as far away as Burma. 

Karachi is the largest metropditan city of 
Pakistan. It is the industrial, commercial and 
trade centre of the country and has a well 
developed economy which continueatoshow 
growth rates in excess of 6 per cent per 
annum. Today, Karachi houses around 
8.8 per cent of Pakistan’s total population 
and 24 per cent of the urban population. 
The population growth rate is estimated to 
be around 5.6 per cent per annum of which 
3 per cent is Karachi’s natural growth and 


la rt aacB. "32.9 per oeot of the mtionat 
vtdae added In manifadiiring. 26.4 per cent 
in trade, 61.6 per cent In and 

insurance and 317 per cent In lervlcei. Is 
generated by the cit^ (AERC 1993, vol 4, 
P2711. 

Karachi has a high per capita Income - 
S 900 in May 1993 - almost two-and-a-half 
time’s Pakistans GDP per capita. Estimates 
show that more than 30 per cent of income 
accrues to the relatively affluent households 
in the city - those who earn as much as 10 
times the country's GDP per capita [AERC 
1993, vol 4, p 3], Other indicators also 
clearly show KarKhi's dominance in the 
economic and social sphere; the male literacy 
rate for Karachi is 20 per cent higher than 
for Pakistan’s overall male urban literacy 
rate, while the female literacy rate is almost 
twice as high as for the rest of the urbanised 
country. Although only 8 per cent of 
Pakistan's papulation lives in Karachi, it 
owns about 35 per cent of all television sets 
in the country and almost half of the cars 
registered in Pakistan, are registered in 
Karachi [Zaidi 1989, 1992]. 

Almost all economic and social indicators 
show thru Karachi is still way ahead in terms 
of development compared to the rest of the 
country, despite the fact that other areas, 
notably central Putyab, have bericftted due 
to changes in Pakistan’s economic, social 
and political fabric [Zaidi 1989, 1992]. 
Nevertheless, the richest and largest 
settlenrent in the country, which supplies a 
large amoum of revetroe to the exchequer, 
has been confronted with serious problems 
which have hampered further development 
and progress. While the collapse and failure 
of government institutions has been all- 
pervasive, Karachi’s fate and probtems may 
have been compounded by the uniqueneu 
ofthecity'spolitict^(]evelopine&U.Viotence 
and carnage dominated Karachi’s landscape 
fm much of the 1990i and exacertialed the 
normal and typical problems associated with 
that of a and fast growing metropolis. 

It is to these issues to which we now turn. 

//u/ituiionsan^plau: Pormott of theUut 
SO years, much of the devdopment that has 
taken place in Karachi, has been that 
undertricen by government dep artm e nts and 
institutions themselves, or then as a response 
to government action. Government 
institutions have, for the most part, not 
surprisingly, dominded in the devetopment 
process, providing housing and basic whan 


Mwik^gove r n iM ntamliuinilitkliotu: 
Karachi ^vision cmisists of five uihan and 
one rural district with male that 96 per cent 
' of Knachi’s population classified as urban. 
The Karachi metropolitan area consiiu of 
the five urban districts and each districi is 
an administrative unit. The Karachi Metro¬ 
politan Corporation (KMC) established in 
1853, was the oldest municipal committee 
in British India. The KMC is supposed to 
be an elected body for the entire metropolitan 
area and consists of232 coundlhn, one for 
each ward. The councillon in turn, elect the 
mayor. The fi ve urban districts in the Karachi 
metropolitan area act as somewhat auto¬ 
nomous district municipal corporations 
(DMCs). 

The KMC is an institution of local 
government in Pakistan and before we 
examine how this specific institution 
functioru, it is important to put the KMC 
In the broader perspective of local 
goverrunent in PBkistwi.’niisbrief digression 
is made necessary [Hcciaely beauise local 
government has M a stnu^ and difficuli 
relationship with the other tiers of 
government. For example, despite the 
introAiction of elected loc^ bodks vide the 
Local (jovenunent Ordinance of 1979 and 
1980, for the last four yean, since 1993, all 
local bodies (except those in sparsely 
populated Baluchistan) ha ve been dismissed 
by their various provincial governments. 
Hence, with no elected repre sent ativea at, 
periupi, potentially the most impottant level 
of govermnenulocal government InPakisun 
is manned by government bureaucrats. 
Gcatly, in assessing the role and prospect 
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>i iKi»kvd to wUm. 
poWQr and the pnMikn of 
bMk M* fad can^ 

overioofcadftMZttdi t996.fbraae)Ueiiiive 
evahtfiiQli of tbe sttuit of uitaii local 
IDvamnent in PridiUn]. 

ItefintriiaificaMfKt about theexittence 
of local (imnmietf in Palutian it tlut it has 
no conrtwrional pioviikm at it is not a 
fonnally ombedded pan of the coiutitution. 
Local fovtnunenu exiyt under the tuper- 
vition, control and even benevolence of the 
varioui provincial goventmentt, where pro¬ 
vincial govemmeou have merely delegated 
tome of their fUnctiom and responsibilities 
to local governments by the promulgation 
of ordinancet which specify the allocation 
of residuary functiont of lo^ government. 

Although local govemmenu have existed 
in the Indian tubcominent for many centuries 
the Heu whidi constituted Pakistan in 1947 
had few developed systems of local 
govemment, and they too were confined 
mainly to the Punjab. However, the little 
local govonment that did exist was not based 
on adult franchise and the agenda and budget 
were under severe bureaucratic control, in 
which the deputy commissioner played a 
critical role in detomiining policy, The martial 
law government of Ayub Khan (l9S8-b9) 
insdiuted an extensive system of elected 
local government, known as the basic 
democracies system, all across the country. 
With the fall of the Ayub regime, the basic 
democracies system was also brought into 
disrepute and disgrace. The dection of the 
first democtaiicaily dected goverrunent of 
Zulfiqu Ali Bhutto, following the separation 
of the then East Pakistan, resulted in the 
formation of an altogether new system of 
govenunent in the country. However, tbe 
prapoied etecboai under the Peoples Local 
Government Ordinance of 1975 were never 
held and local government was in abeyance 
for much of the time Pakistan had a 
democratic government. 

It was the return to mattiai taw under 
General Zia ul Haq (1977-88) when local 
governmetUs were revived under the Local 
GovetimieiK Ordinances of 1979 and 1980. 
Elections for local coundllors were hdd on 
a non-party basis in 1979, 1983 and 1987. 
Howew, once again, with tim return of 
parliameiitary democracy in 1985, just as 
was the case in 1971, the position of local 
couodlloa and local governmem began to 
be undermioed. Bueniially, what the history 
of locd fovefiunem tells us that in Pakisuuu 
mlUtaiydictatots seem to fiivour local govern¬ 
ment, while democntteally dected govem- 
meoti at tbe nitional level, for diffierent 
reaHOs, have in the paat, felt threatened wtd 
have preferred to do away with this tier 
ahogetfaer. 

The KMC, tike all other municipal 
g oearamen is . performs a large number of 


AutetiOM of ■ compulsory and qjtional 
nature. The KMC it supposed to be 
ittepontible for a host of lervioes. including 
the pUtuting. development «td maintenance 
of roads, for btidget, sheet lighting, storm 
water drains, public health including 
sanitation and solid waste managemenu 
medica] services, a fire fighting service, land ' 
corUrol, removal of encroachments, taking 
cate of libraries, museums and ait galleries 
and for social wdfatc. The establishment 
and maintenance of educational institutions 
is also meant to be a compulsory feature of 
municipal government, and the KMC tuns 
a large number of schools and colleges in 
the city. The establishment of hospiuils and 
dispensaries is an optional function; however, 
the KMC runs a number of such institutions 
throughout Karachi. The provision of clean 
dnnking water and sanitation and sewerage 
facilities are one of the more impoitant 
tesponsibilitiesof municipal government and 
in Karachi, as in other large metropolitan 
cities, a separate institution known as the 
Water and Sanitation Auihoritv (WASA) 
has been established (see below). 

The Local Governmem Ordinance of 1979 
for Sindh, was similar to that of the other 
provinces but had speciftc mentioit of the 
KMC. The KMC is specifically defined as 
a corporation in the Ordinance, with its 
common seal and is a fiill legal entity. In 
an amendment to the Local Government 
Ordinance in 1987, four zonal municipal 
committees (ZMCs) were created as a 
subdivision of KMC, where the ZMCs were 
responsible for a number of basic services 
, at the zonal level. In 1996. through another 
amendment in the Ordinance, the KMC was 
split up into five district municipal 
corporations (OMCs), where nxisi of the 
functions attributed to local municipal 
government, were distributed between the 
KMC and the DMCs. These DMCs along 
with the KMC are ‘local bodies' in common 
with focal miihorities throughout Pakistan 
[Nauman 1996], 

The family of pidilic service agencies 
providing services to the public in Karachi, 
which have some element of representation 
and democracy, such as the KMC and DMC, 
is complrned by the inclusion of the Karachi 
Water and Sewerage Board (KWSB). The 
Local Government Ordinance of 1979, 
specifically defines the KWSB u a Board 
hiihin KMC and the Ordinance ensures that 
KMC hM powers over its actions. Hence, 
the KWSB is a subsidiary agency of the 
r ep r e s entative KMC to the extent that the 
“KWSB jmur be provided by KMC with any 
funds requited to meet its operations in the 
event of short-falls in internally-generated 
cash" lAREC 1993, vd 4. p 31. 

Just as large municipal goverameiUs have 
separate water and saniiteion agencies, many 
have a development authority working in tbe 


city. The KaocU OevekfniKut Autborky 
<KDA) it such an authority for die city of 
Karachi wMch is ptinarily tespmwflife for 
tbe ptovisioa of shelter oppoitiwiiliee by 
developing and sellitig land for le a kba dal 
and commerdal use. KOA also uadertakei 
major mfnsliuctura pipjectt in Karadd iNd 
has, in the past, been tte agency primarily 
responsible for dty planniiig (AERC1993, 
vol 4. p 1], “KDA is essentially a civic 
agency responsible for developing 
'affordaUe' land and shdttr, plaimuig for 
the city and undertaking other p e ri pheral 
activities and ‘deposit works’ on behalf of 
the governments’* (AERC 1993, vol 4, p97]. 

A criiica) distinction between KMC and 
KDA is that the latter is not answerable to 
the people of Karachi and it not a 
represemative, elected body. KDA is 
controlled by a small governing body and 
reports, and is answerdilc, to the mkititty 
of housing and town planning, govenunent 
of Sindh. The KDA “differs from odw dvic 
agencies in both its mandate and its policy 
as a orovindal govemroeru agency, with itt 
own legislation, rather than as a local 
government one“ (AERC 1993, vol 4, p971. 
This distinction has importajit ramifications 
diSLussed dsewtiere in this paper, on how 
development takes place in Kindu. 

By l^islation, KDA is the local body in 
Kai^hi responsible for overall ptannu^. To 
execute this function it has fanned the master 
plan and envirnnmenial control dep a r tmen t. 
Apart from town pliiuiittg. KDA it alto 
active in the development of land and 
allocation of dcvefopmeiitlandtormidanfial. 
commercial, industrial and other uset ft also 
oversees and enforces building comrols in 
the city (Hasan 1991]. 

Eighty per cent of KMC i revenue accrues 
fromoctroi, afeamneconunontoali nauiidpai 
government. However, unlike most 
muniripal governments, a 1993 repoit on 
KMC concluded that it has “maintiuiied a 
consistently strong finandal poshioa and 
has made modest surpluses of revenue siiioe 
the mid-1980s. These have not been pUuned 
to the level achieved, but have largely lesnhed 
from underspend due to slippage in 
development projects'’[AERC 1993, vol lA, 
p 9], The m^jofiiy of consolidated teveuue a 
of tbe KMC, KWSB and KDA (between 
1985-91 for which analysis has been 
conducted) was, surprisin^y, from own 
resources or from bifuremed taxes, such as 
the property tax, principally imeiided for 
their use. 'These taxes and other soutoea of 
revenue accounted for 93 per oeot of own 
ftmds in 1985 and only 2 per cent frqm 
donors, which in 1991 had c h a ng e d to 6B 
per ceffl from own leMNiroes wkb the donor 
share increased to 21 perceeX(AERC 1993, 
vol 4 p 10]. 

External assiitaiice. wholberlinMndiNMai 
or from higher levels of govenneaL bag 


almost exclusively been used to fund capital 
projects. However, becmise this amount is 
not very large and forms a minority portion 
of total funding of these agencies, substantial 
own funding is used for development projects. 
Between 1983-91, mote than half of the 
development funding of these agencies came 
from own resources. However, this trend has 
changed somewhat in more recent years, 
where donor funding forms a greater share 
of development projects than in thepast. The 
high level of self-reliance in funding capital 
works in the recent past, may have undergone 
some change of late, and the World Bank 
and the Asian Development Bank have now 
become the main sources of donor funds 
[AERC 1993, vol 4], 

The KMC in the past has spent a large 
portion of its funds on development wotks, 
such as new roads, hospitals and flyovers. 
Current expenditure is confined, principally, 
to the maintenance of roads, running hospitals 
and the fire brigade. Although DMCs do not 
generate revenue, they provide the fust 
contact of local government with the people 
and are dependent for revenue from the 
KMC, and much of their funds are spent on 
rehabilitation, particularly of drains and 
roads. While KWSB has been dependent on 
the KMC in the past, it has been able to raise 
revenue from the water rate to cover about 
half of its expenditure. KWSB has made the 
greatest use of external funding, but has 
continued to require funds from the KMC. 
An important difference between the KDA 
and the KMC is that. KMC raises revenue 
and then spends money accordingly, while 
KDA is supposed to be a no-profit no-loss 
agency which just breaks even. Since the 
KDA is supposed to be in the business of 
providing stwlter, it develops land and then 
is supposed to cross-subsidise the poor by 
preparing land and plots for the lower income 
groups. However, the way planning has taken 
place in Karachi and the manner in which 
the poor have actually suffmd, is a theme 
described at length in the following section. 

iNsrmmoNAUSiNC Failure: The Punnino 
Process in Karachi' 

A look at the planning process in Karachi 
over the last SO years, shows that, for the 
moat part, the foiinal institutions which are 
meam to plan and deliver services to the 
people of Karachi, particulatly to the lower 
income groups, have failed for a number of 
reasons which seem to be repeated with each 
attempt at planning. There are very basic and 
fundmnental mistidrot which are made and 
repealed in the planning process, and unless 
th^ issues are identified and addressed, the 
past trends of failure will continue to persist 
well into the future. 

In the seetkm above, where we looked at 
the growth and developmem of Karachi, we 
have shown that the population of the city 


inoeased two-and-a-halffoM in a ineie four 
years between 1947-Sl. The first challenge 
the administration of the city flKed was to 
deal with that of providing immediate shelter 
to the 6,00,000 refugees who had migrated 
to Karachi foUowing partition. The migrants 
had to be housed, there was a need todevel op 
infrastructure for water and sewerage, and 
there was a need to think beyond the 
immediate problems, and plan create 
space for the future development of Karachi, 
which also happened to be the capital of the 
new country. 

The Karachi Improvement Trust was 
fonned in I9S0 for this purpose. The first 
planning attempt by the government of' 
Pakisten wasma^in 1930, when the Swedish 
firm Mens Rondall Vattan (MRV) was 
commissioned to develop the GreaterKarachi 
Plan. The plan was supposed to establish 
growth corridors of the city, establish a new 
capital territory towards the north of the city 
and to provide housing in the form of multi¬ 
storey^ fiats in different parts of the old and 
new city. However, as Hasan has argued, the 
housing development of the MRV Greater 
Karachi Plan, “was on so small a scale that 
it did not in any way affect the housing 
situation in Karachi” [Hasan 1992:3], For 
the first decade after independence, from 
1947-39, the government's response to the 
housing crisis and its attempt at planning 
“failed completelyto tackle the housingcrisis 
that the city was faced with and in these 12 
yean the supply of houses lagged far behind 
the demand” [Hasan 1992:31. 

Although die MRV plan failed due to 
some generic reasons which have been 
repeated in all planning attempts and are 
discussed towards the end of this section, 
some very specific reasons regarding the 
Greater Karachi Plan's failure are wofth 
noting. For one thing, anti-government 
student movements in the capital and 
considerable political Instability throughout 
the l9S0s. resulted in the MRV plan not 
being implemented in the first place. The 
administration questioned the philosophy of 
the plan which had suggested thm the 
administrative nucleus of Karachi should 
remain in the centre of the city wheie the 
poor also lived and jvheie the univenity, full 
of agitating students, was located. More 
critically though, there was an acute lack of 
data in the early years and an adequate data 
base was not established for the 
implementation of the plan as the research 
necessary for such an emerprise was not 
carried ouL Due to this seemingly simple 
fact, that there wu i» leseatch nor a dka 
base, the MRV (dan was designed on the 
auuraption that Karachi's population would 
grow to three million in the year2000, when 
it actually reached this figure in 1969. The 
population expected to reside in Karachi In 
the year 2000 it almost five times that 


pfojected in the MRV plati made In 1951 
{Hasan 1992]. 

The next formal tttenpt at pUnning for 
thedty of Karachi was nude in 195S when 
the Greater Kanchi Resettleniem Plan was 
launched by the Doxiadis Associates of 
Athens who had been commiuioned by the 
govenunent of Palditan to plan for develop¬ 
ment in Karachi. The Doxiadis Plan estab¬ 
lished a data bate, conducted tome research 
about the city where it was expected to work, 
and on this buls. made some far more realistic 
projectiont than its predecessor. 

Hie nan object! ves were to house 1,20,000 
homeless families living in the centre of 
Karachi and it undertook to actually build 
3,00,000 units forthepoorovera 15-20 year 
period. For this period, the [dan projected 
the need for half a million housing units. For 
the remaining 2,00,000 families needing 
housing, the government undertook to 
develop plots with services, subsidising this 
development by 30 per cem with recovery 
in easy installments. Due to the political 
disturbances in the city in the 1930s, the 
government had decided to move the 
squatten out of the city centre and resettle 
them in two new townships which were to 
be created 20-30 kms away from the centre. 
The housing units were to be built around 
i ndustrial estates which were to be esUiblished 
near the new residences of the wrnkers and 
the poor. The clearance of the inner city 
slums and resettlement in other areas was 
an integral part of the Greater Karachi 
Resettieroem Plan (Hasan 1997, 1992]. 

Only 10,000 units were built by 1964 
when the plan, like its predecessor, was 
shelved as it failed to achieve its objectives. 
The reasons for this were: (i) jobs were not 
generated as industrialisation did not take 
place as perceived in the new areas created 
for this purpose; the result was that “50 per 
cent of the people who were mo ved to Korangi 
and New Karachi [the two new settlements] 
moved buck to squat in the city cadre, on 
the fringes of the dty, so as to be neater their 
places of work” [Hasan 1992.-6]; (ii) the low 
income and poor households for whom the 
new housing units were meant, sold their 
properties to speculators who sold them to 
middle income households, a phenomerran 
uni venally typical of any low incomehousing 
project; a^ (iiljtlw scheme faced financial 
problenu as only 35 per cent of dues were 
recovered even after 25 yean ofbuildiiig the 
units. 

The abandoning of the Doxiadis Plan 
halfway, had serious lamilicalions on the 
way Karachi and ittpeople werelodevelop, 
and Wd the foundations for devdopmenit 
which ooniinue even tlU today. AUhough 
large areas of Karachi were cleared of 
squatters and it became very difficult for the 
poor te acquire land for bnildtng in the city 
centre, the poor were forced 10 sMft to the 
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Miitt* of ttedtymd acquire land by illegal 
wbdivWon. Moreover, tte city was fortnally 
divided phyiically. into rich and poor areas. 
The Doxiactti Ptm, in euence, gave birth 
lotfae infonnal lector which now dominates 
the shelter, and the social and economic 
Mdon in Karachi. 

Afterthe second attempt toplan for Karachi 
also failed, and now that the capita] ofPakistan 
had been shifted to Islamabad, the 
govenunent decided to take a back-seat for 
a while and actually decided not to construct 
houses for the poor in the future. In 1967, 
the government asked the United Nations for 
assistance in dealing with the problems that 
had emerged in Karachi (see next section) 
and eventually, a Karachi Master Plan 
t>ep«tineiit was established in the KDA and 
work on the design and development of the 
Karachi Master Plan (KMP) (1974-8S), 
Karachi's third plan, began. 

The KMP estimated that in 1972 there 
were more than 1.5 million low income 
people in Karachi (42 per cent of Karachi's 
population), out of which 8,00.0CI0 lived in 
s(|uatter colonies. The projection.s showed 
that by 1985 there would be an additional 
S,90,(XI0 new households in Karachi, out of 
which 2,50,000 households would be from 
the low income group. Now that the 
emergence of kaichi abadix had become an 
integral pait of the landscape of Karachi, the 
KMP also had acomponem catted theATnic/ii 
Ahadi Improvement and Regularisation 
Programme, which was meant to upgrade 
katchi ahadis by providing urban services 
to them and by regularising such settlements. 
However, as Hasan shows, the katchi abadi 
programme failed miserably and managed 
to regularise about 18,000 out of an 
approximate 2,23,(XX) houses after having 
spent many hundred million rupees [Hasan 
1992:16-17]. 

For the most part, the housing programme 
under the KMP developed some plots and 
the required infrastructure, but credit, 
technic^ assistance and other social sector 
facilities did not materialise. Moreover, the 
cost of development and developmeni 
charges were inaffoidable to the tow income 
households despite the subsidies that existed. 
Yet again, housiitg meant for the poor was 
taken over by the middle class. Less than 
halfway into its term, the Karachi Master 
Plan 1974-85 waa abandoned. The fourth 
large-scale planning attempt for Karachi by 
the governmeitt of Pakistan is the Karachi 
Developmeni Plan (KDP) 2000. The 
objectives of KDP 2000 are ambitious and 
similar to those in the past, where the 
govenunent hopei to ‘improve the overall 
comHtions of human settlements in the 
coontiy, including the living conditions of 
the poorest'. Mora specifically, the UNDP- 
funM plan is meant to 'improve the 
efHcitmey of the delivery of urban services 


and shelter to the inhabitants of Karachi' 
and planntng should be of a much mote 
'realistic' nature. The fate of KDP 2000 has 
been similar to that of the plans in the past, 
except that this last one has not even gotten 
off the ground. Hasan has argued that 
the plan did not take into coniideratioa the 
infunnal development lobbies that had 
become impottant providers of services in 
Karachi during the 1980$. These lobbiei, 
who had by then become important interest 
groups were neither consult^ nor did they 
participate in the plan formulation. 
Furthermore, it was assumed that (he state 
planning and dcvetopmeni institutions had 
the necessary organisational culture and 
skills to implement the KDP 2{X)0 In 
addition, the steering commiiiee of the plan, 
of which the chairman was the chief minister 
of Sindh, was unable to even convene to 
approve the plan. As such, the plan has pu 
legal standing and many of its recom¬ 
mendations are being violated The non- 
approvai of the plan and the non-convening 
of the steering committee, simply indicates 
that Karachi' s planning hasnot been a priority 
with the four governments that have been 
ID power since the plan document was 
completed in 1990 [Hasan 1997:11], 
Today, Karachi has no plan document 
which the city's organisations follow. The 
story of the master plans in the past has been 
one of unmitigated disaster and failure. In 
fact, the severe problems caused as a 
consequence of the fai led plans ha ve pi agued 
Karachi, adding to even greater problems. 
While these issues are discussed later in this 
paper, wc now try to identify the reasons 
why the planning process in Karachi has 

been one of such grave failure. 

s 

Causts of Failorf of R.a.'inino in Karachi 

The way different government agencies 
function in Karachi, with respect to planning 
for the city in general, and for low income 
groups in particular, represents the first reason 
for the continuous failure of the planning 
process in Karachi. 

There is a ‘lack of integrated planning and 
poor levels of co-ordination between the 
agencies involved in the provision of civic 
services' [AERC 1993, vol 4, p 6] and one 
of 'the chief factors impinging on the success 
uf co-ordination between agencies was the 
continuing iniei-agcncy disputes on inter¬ 
agency financial dealings’ |AERC 1993, 
vol 4. p 7j. The extent of the involvement 
of different agencies and their roles can 
best be understood by the following 
description; 

The Karachi Master Plan is prepared by the 
Master Plan and Environmental Control 
Department of the KDA. However, the KDA 
only deals with the physical aspects of 
housing, land developinent and iu physical 
hn p lcnieniation. The moinienancc of KDA 
devdopmem is carried out by the KMC 
which is also la charge of ninning markets, 
certain aspects of public health and 


educatktii. lecredion and pariu. The water 
and sewage devdopmem and manageifiem 
is done by the KWSB; energy it genermnd 
and distributed by the Kartdii Etecttkity 
Supply Cocporatioii (KESC) and the Sni 
Southm Oitt Company. In additkM, the 
Cantonment Boards in Karachi petform the 
functions of the KDA and KMC in tbek own 
areas and the Karachi Port Tnw (KPT) u 
in charge of the developinent. management, 
operation and maintenance of the pan area 
and its lelaled activities. Similarly, these arc 
a number of actors in the Iransim drama. 
They include the police, the Karachi 
Transport Corporation IKTC). the Bus 
Owners Association and the Pakistan 
Railways. There is noco-ordinaiton between 
all these agencies except on paper, ihhough 
their mandates are intcr-depeiident. Hence 
master plans do not work [Hasan md-a). 

Despite the fact that there have been four 
master plans perceived and partially 
implemented in Karachi, no studies for the 
causes of the little success or failure of the 
previous plans have been undertaken; there 
IS little understanding of how development 
takes place in the city in the flisi place, and 
nor (Ithe actors and lobbies involved in the 
planning process. The planning agencies are 
incapable of executing the plan in the first 
place, as Noman Ahmed argues, that ‘all (he 
plans of Karachi have been made under the 
auspices of KDA which does not posseu any 
leg^ or administrative conliol on the 19 
other land development agencies of the city. 
Thus the capacity of KDA to execute the 
planisgrosslycorsirained’[Ahmed 1996:3]. 

In a review of the KDP 2000. Hasan and 
luscolleagues argue that many of (he phumen 
and consultants who are involved in master 
plans have been trained as conventional 
planners and do not realise that in a third 
work) city like Karachi, 

development often takes place before 
planning and (hat integrating this 
devdopmem into (he city inucture calls for 
unconventionB] and innovative strategiea 
ihaL to he effective, should understand local 
level social and economic coMUtkwa; te 
informal sector is playing an incfeasuigly 
impurtant economic and political role and 
no city planning and manageineat can be 
successful without taking this CKtor hMo 
consideration; urbaniaatioa has cauaed a 
major social and economic revohaioii and 
the effective instiiunonalriation of this 
revolution can take place only thfongh fte 
involvement and accommodaiionofpnaanre 
grotqis, communities. NCOS and the inteiiMl 
sector: for initiinikms to be effecthie dun 
has to be a bond of trust between dm vationi 
actors (especially between govenunaid 
institiuioos and low income griMpa) in dts 
urban devdopmem drama [Hasan at 4 
1991:8-9). 

in any large diy there are vaaiediidanaMs 
and powerful lobbies of dUIcnM types, 
which include government, tisnapanm 
and formal and infonnal aedordevelopea. 



Befon the pUmLng proc oi be^m, H it 
essentiil that dctaikdi datqmhm are held 

withtepiesettadvesofvHiousofgaiilsationt 
and iMetest gioupi including truspoiten. 
indmtiialutt, tiaden. profetdonalt, shop- 
keepers' ssioc t a Ho ns. and represcauti ves of 
NGOt. One of the critical reasons for the 
faihireof planning in Kanchi, and in Pakistan, 
has been the fact that groups of vested interests 
or concerned organisations are not consulted 
sufficiently enough to have a bearing on the 
planning process. Hence.duetotheexclusion 
of those whom the plan is supposed to affect, 
the plan is predestined for failure. The 
unrealistic assumptions made by plans rest 
on the exclusion of, and lack of dialogue 
with, those who are to be affected. 

The failure of the KDP 2000 even taking 
off the ground has been seen to be due to 
technical shortcomings in the planning 
process. According to one assessment 
The planning process, which was always 
organised in the most traditional pauern, 
was faulty and inadequate. The basis of the 
Bsturoptions w as drawn from sample surveys 
in the absence of comprehensive views on 
tealities. This led to under/over estimatioiis. 
Physical data was obsplete and never up¬ 
graded. Karachi, even today, does not have 
I comptebensi ve mapping base that is other¬ 
wise required for all kinds of planning and 
development exercises. Data gathered by 
the defence iustitutions it not in the public 
access. The property ownership recc^ or 
the alignment of jurisdictions are simply 
inapprofnlate and obsolete {Ahmed 1996:4]. 
The planning experience from the past has 
also shown that planning, and the housing 
issues of the poor, are not just of a physical 
nature, where technological matters or 
logistics dominate. Planning and the deli very 
of basic services in urban areas has not taken 
account of sociological factors which at times 
may be of a more significant nature than 
even technical issues. 

Most importantly, however, an analysis of 
the failure of planning in Karachi reveals 
that planning is alio a political matter and 
if tliOT is an absence for a political mandate 
n^arding a particular plan, the process is 
doomed to failure. Due to a lack of political 
participation and ownership, much of the 
effort to plan is wasted, a feature which has 
been observed with all the four plans that 
havebeenimplementedin Karachi. Karachi's 
housing issues need to be related'to iheciMT 
aa nUakmship betwttn land, development 
prioritiei, political power and finance 
jourrei.thatexistinKarachi.Withoitiunder- 
taking these relationihipa no workable solu¬ 
tion for the housing needs of the low Income 
groups, except for what exists today, is 
possible' [Hasan ctal 1991:40; emphasis in 
original]. While ‘Iraditianal’ and 'conven¬ 
tional' political issues usually form a 
cornerstone to the (dannl tig process, the more 
recem phenomenon of donor dependenc e 


lod iMMiiMioMl nrittUKti it ad^ 
dimeiukm to pdiikal aqiecti of ptMriing. 

As far u the {xovitioa of low income 
housing U concerned, altem|)U have friled 
in the past to addms tin needs of this 
community, as govenunent policy has been 
incompatible with the economics and 
sociology of the poor. The cost of deve¬ 
lopment and/or lease has been inaffordable 
for this target group and in most cases, low 
income houses ha ve been bought by members 
of the middle class. The demand Chousing 
by the poor is immediate and they cannot 
wait for the long drawn out development 
process to be completed and possession to 
be taken; often this process takes years. The 
poor in Pakistan whether in lurai areas or 
in cities, have no representation in framing 
policies. Most of the ‘technocrats who give 
physical shape to political thinking have also 
bcM from the middle classes and have not 
only a very poor understanding of the urban 
poor, but look upon them with suspicion and 
hostility. Thus, government policies have 
invariably catered to the needs of the middle 
and upper classes at the expense of the poor' 
[Hasan 1992:17]. 

It is in response to this consistent failure 
in formal/government attempts to provide 
for housing and basic urban services, such 
as land, credit, water, sanitation, transport, 
employment, health and education, which 
has given rise to the burgeoning informal 
sector. In the next section, we examine the 
issue of poverty, how poverty is created, 
how it exists and how institutional failure 
has been responsible for creating an entire 
parallel economy and system. 

So far in this paper, the diicussion has 
been on how institutions in Karachi function, 
and how the provision of urban services and 
housing for the low income group and the 
poor through these institutions, has failed. 
The concept of poverty and who the urban 
poor are, has bem invoked only indirectly. 
In this section of the paper, we try to 
understand the concept of poverty and locate 
the urban poor in Karachi. Only after 
identifying them and locating who and where 
they are, can any attempt to address their 
sp^fic iuues be made. 

Rather than eij^ a long epistemological 
debate about what poverty is and how it can 
be measured, this paper side-steps such 
philosoftiilcal issues arid tries to focus on a 
set of relatively simple issues. Nevertheless, 
some preliminary remarks on bow one 
identifies and measures poverty need to be 
made. Usually, a cotnpoaile measure or index 
is devised, which incorporates an atUmrily 
defined and numbered bundle of goods and 
commodities, wbicb arecoosidered essential 
to maintain an equally arbitrary, often 
minimum, standard of life. The money 
equivalent of the bundle of goodi defined 
by this criterion is (hen uaed to coo struct a 


^wcftylliNr. Thdtewhoimtaafcieiobu 
oracotittthiati^oitMrmemittMaminlinui 
bundle of goodi, are Gomldend to be belo' 
tfaii line, are dairified ai Hie pooi^, an 
are then the target of poverty aileviatio 
programmes. 

Thischaiceof ingredieots wldchcanstinu 
the bundle required to define a minimut 
quality of life existence, will vaiy from reglo 
to region, and possiUy from investigator t 
investigator, making comparison difficul 
Moreover, the poverty line will need to b 
constantly reassessed, both in terms of th 
bundle of goods and in terms of its mooetar 
value, given changes that take plac 
increasingly at a faster rate in the economy 
Although used most frequently, the poven' 
line does, often, not incorporate the cost c 
human capital formation, the lack of whic 
in a household or region, despite highe 
purchasing power, may indeed classify ther 
as poor. 'The debate over what reall 
constitutes “quality of life", too, is endless 
and despite the existence of a number c 
indicators which incorporate social sectc 
statistics, there is little agreement over “th 
best'' set of indicators. Nevertheless, despit< 
these (and many other) reservations whic 
are nude about making comparisons, w 
continue to do so. In the next two section, 
we try and assess the extent of poverty i 
Karachi, and try to identify the uiban pooi 
As the discuuion shows, this is not 
particularly easy task. 

Poverty at the macro level* 

The World Bank's Poverty Assessmen 
Report on Pakistan published in I99S ha 
renewed interest in examining the level am 
extent of the incidence of poverty in tix 
country. Much of the literature a^t the 
extent of poverty in Pakistan baa ahown tha 
poverty had declined appreciably over Uk 
1970s and the 1980s. The World B«k stud) 
shows that there has been a consilient dedim 
in consumption-based poverty from the 
middleofthe 1980s right uptotiKbegiiinin. 
of 1990-91. However, the lack of datt 
availability does not allow us to look at the 
same loit of indicaton after the 1990-91 
period. Neverthelesf. a vice preautent of the 
World Bank, Shahid Javed Burki, who was 
alio the advisor on finance to the prime 
minister in the three month caretakei 
government between November 1996 am 
February 1997, has suggested on man; 
occasions tbm since 1990-91, the fallin; 
trend in poverty in Pakistan may have beer 
reversed, with poverty making a formidable 
retuni on theMistani scene. In a paper by 
Asad Sayeed and Aisha Ohaus (I9M) some 
attempt la made to test Bniki’i aiaertian. 

Mudi the research done on poverty 
priortothe 1990-91 period sbowalmfmsiive 
rentta aboulibe downturn in its incidence 
in PaUstaa A numberofstudieaahow tbtf 
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d fgiiHB is the in cfck ft of connimptian* 
bKedpovaitybiMEiftmhwbeencoiitisteni 
apd ttbMntial thfougiiout Uw decade of th^ 
1980i’ (Sayeed and Ghaus 1996: ]]. The 
count ratio of the poor in 1984-85, 
which waa ai high m 46 per cent, declined 
cootimxMUty to 37.4 per cent in 1987-88 
and further Mill to 34 per cent in 1990-91. 
Pakistan** fall in poverty has taken place 
at a time when it actually increased in 
Latin America, the Middle East and North 
Africa. However, the fall in poverty bet¬ 
ween 1984-91, was far greater in the faster 
growing moredynamic countries like China, 
Indonesia. Korea, Malaysia, Philippines and 
Thailand (Sayeed and Qhaus 19%;2]. And 
as we will show below, herein lies the key 
to the poverty question in Pakistan and in 
Karachi. 

Since no data of a comparable level for 
apie'andpo(t-]991 period exist, the analysis 
conducted by Sayeed and Ghaus (1996) uses 
an indiiect approach, where after identifying 
the causes for the fall in incidence in the first 
place, they look at these factors in the post- 
1991 perM taking a macro perspeaive. The 
reasons which are attribute to the fall in 
poverty priortothe 1990 b are the high overall 
GDPgrowthrateand its sectoral distribution, 
the direct and indirect impacts of remi Ranees 
of workers in the Middle East, the role of 
safety nets in protecting individuals and 
hous^lds from falling below a particular 
minimum level, and the role fiscal policy and 
govenunenl expenditure has made to the 
economy and to a large number of bene- 
ficiaites. 

Sayeed and Ghaus (19%) argue that 
‘grovrth in per capita income has a poverty 
reducing effect because for any given 
distribution of income, consumption of the 
lowerdedles of the population also increases. 
With linic change in the distribution of 
income over the years and indeed very liulc 
effort to alleviate poverty by the state, one 
crucial determinant of reduction in the profile 
of poverty in Pakistan has been a respectable 
rate of growth in income (19%:3). Using 
their analysis for the posi-1990 period, 
Sayeed and Ghaus show that there has been 
a considerably slower rate of growth in most 
employment providing labour-intensive 
sectors, such as oomlruction. iranspon and 
comnumications, agriculture, wholesale and 
retail trade and even the highly dytuuntc, 
small-scale sector. Moreover, as the overall 
and aectoful growth rates into the 1990s have 
fallen compaied to the past, there has also 
been a decline in the growth of real waget 
in the 199Qi. Added to this is the faster 
increaae in prices and the rue of infladon, 
particularly thMoffood prices in the I990i, 
Miteh has reduced the purchasing power of 
the low income poputetioA. 

RemiRanees from the Middle East in the 
1980a were am on gM the moM distinguishing 


and positive features of Pakistan's economy. 
Throughout the 1980s. they contributed an 
average of 6.5 per cent of GDP and played 
a very siguificant role in reducing poverty 
attd fostering economic growth aitd devclop- 
mem. A signincam feature of these remit¬ 
tances was that they were spread across wide 
regions in Pakistan whm many poorer 
regions benefited from this process (Addleton 
1992]. Between 1991-93, the share of remit¬ 
tances as a percentage of ODP was down 
to 3.3 per cent [Sayeed and Ghaus 19%]. 

Food subsidies have provided a cushion 
for the poor in the country as these 
commodities have a high share in the 
consumption of the poor. In the period 1980- 
91, the annual compound growth rate of 
government subsidy on food items grew in 
real terms by 6.4 percent. In the period 1991- 
95, there was a fall in real terms of as much 
as 22.4 per cent in food subsidies meant for 
the poor [Sayeed and Ghaus 19%: 13]. The 
poor are oilen the main users and beneficiaries 
of public social sector and development 
initiatives and facilities. It is likely that they 
make greater use of government facilities 
than as a ptopottionof the well-to-do. Hence, 
any slow down or curtailment in 
government' s expenditure towards the sod at 
sector and development projects will more 
severely impact upon the poor. Development 
expenditure in terms of the annual 
developmeni programme of the government 
of Pakistan has fallen from 9,3 per cent in 
1980-81,10around 3.5 percent in the cunem 
fiscal year 1996-97 [Zaidi 1995:120]. Even 
if government developmeni expenditure is 
not specifically targeted towards the poor, 
ample evidence shows, not only from 
Pakistan, but from other countries as well, 
that such i n vestment crowds in private sector 
investment and helps raise the overall growth 
level. The current trend of cutting the fiscal 
deficit worldwide has implied that as 
governments cut their expenditure, overall 
growth also suffers [Zaidi 1994a, 1995]. 

The work on poverty in Pakistan suggesU 
that poverty has returned to Pakistan in the 
I99(it, as the growth rate of the economy 
has fallen, as ha ve remittances, food subsidies 
have been cut and as inflation has increased, 
affecting the poorest the most. Government 
curtailment of spending on development 
expenditure only makes things worse. The 
return of poverty to Pakistan in the 1990s 
needs to he seen in the context of the impo¬ 
sition of the structural adjustment pro¬ 
grammes of the IMF and the World Bank 
which were initiated in 1989 [Zaidi 1994a. 
1995; Zanun 1995]. Research by Khan and 
Aftab (1995) shows that “structural 
adjustment cmdilkmaliiies are proving to be 
detrimental for the socio-economic well¬ 
being of the poor" (1995:18). While the 
causality of the growing incidence of poverty 
in Pakistan with the involvetneM of the IMF 


and World Bank in Pakistan's ecoBOOiy may 
be debated, one thing it clear, leaeaich 
suggests thaiiheincreaseinpoveityaclosdy 
related lo the poor performance of the 
economy at an overall macro level. This fact 
has important repercussions on issues 
about Karachi discussed next, and mote 
importantly, on issues concerning poverty 
reduction and poverty aileviaiion alt over 
Pakistan. 

Povehty in Kakachi 

White the problems of Identifying and 
measuring poverty are numerous aw) varied 
in a national context, they arc compou n ded 
in a specific, regional or city context, 
especially when data is of poor quality, is 
infrequently collected and seldom 
desegregated. Hence, by drawing a poverty 
line and doing a head count at the national 
level based on household income and 
expenditure surveys may be possible, the 
task of incorporating other variables, 
especially when looking at a particular city, 
is further complicated. The compatisou V 
a prosperous city, like Karachi with a national 
Icve. poverty line may suggest that much of 
Karachi is above that line, and hence, by that 
singular defmition, ‘nut poor'. On the other 
band, in a richer than average dty like 
Karachi, perhaps a more Karachi-specific 
relative poverty line needs to be conniwted 
to assess the extent of relative difTerentiaiioa. 
On the other hand, simply income, in the 
context of a city, may be a very inappropriate 
measurr for capturing the level and extent 
of poverty. Hence, the terms 'poor' and 'low 
income groups' in this paper in the context 
of Karachi are used somewhai loosely and 
are more of adcscripti ve mnurc. Nc verdwlcss, 
even the somewhat less rigorous nature of 
the use of these terms helps in addre.ssjng 
the issue of poverty in Karachi. 

One study has calculated Karachi's per 
capita income to be around (Wo-and-a-^f 
tiroes the national average at around USS 
900 in May 1993 (AERC 1993, vol I, p 3]. 
The study then states that only 15 per ceM 
of Karachi's households live below aa 
arbitrary poverty line of Rs 3.(XX) per motiih. 
Ne verthdess, despite using this poverty liiK 
as an indicator to identify Iheextent of poverty 
in Karachi, the study continues that ‘there 
is undoubtedly a significaru amount of 
poverty in the city. ThisisMMaltymanffiaud 
in the mushroom growth of unservkedlhifrbi 
obodu. which now account for ilmoM 40 
per cent of the city's population’ (ARBC 
1993, vol I, p 27; enqihasis added). Hence, 
while only 13 percent of Karachi's populaiioii 
is below a poverty line, the 50 per cent that 
live in iatc/ii abadis are also classified aa 
poof. Furthermore, the stwly digues that the 

lack of adequate water and sewerage fadlMes 
is the source of death and rfiaeaae in 
thecity’ [AERC 1993, vol 2,p291.in|dyint 
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perhaps that there is yet another dimension 
to identifying and measuring poverty. 
While faMcAi<iha£t are used as a proxy for 
uiban poverty, so It the concept of the 
informal, or the unregulated, private sector. 
Often the contrast between planned and 
unplanned urban settlements Is used to 
‘visually manifest* the extent of poverty in 
a city. 

Tlw unpiaiuied areas in Karachi which 
oonsitt mainly of katchi abadis and squatter 
settlements, have almost all been developed 
by i nformal sector en trepreneurs through the 
illegal subdivision and sale of state land. 
Most of these settlements are in the peri¬ 
urban areas of Karachi, al ong natural drainage 
channels that now cany Karachi's sewerage 
to the sea, along railway lines, and in areas 
prone to flooding. Hasan has argued that 
‘for any realistic planning exercise, it is 
crucial to understand the role and functioning 
of the informal sector‘ [Hasan and Sadiq 
1994:3], 

Katchi abadis, when they are established, 
are initially unserviced settlenreiUs, but over 
a period of time, ‘through a process of 
lobbying, assistance from informal 
entrepreneurs and self-help, the residents 
maitage to build permanent houses and 
acquireioads, transput electricity.gas, water 
and social sector facilities within IS to 20 
yeanoftheir creation. Sewerage remains the 
abadis' major problem. As such, old katchi 
abadis are similar to planned low income 
setllemente’ [Hasan 1993:4]. Today, with 
half of Karachi’s population living in katchi 
abadis which have a growth rate of 9 per 
cent per annum compared to the ove^l 
growth rate of the city at 4.8 per cent, It is 
estimated that ‘if this trend continues, and 
it seems it will, then by the year 2003 over 
63 per cent of Karachi will be living in 
unregulated and officially unplanned 
settlements’ [Hasan 1995:4]. Table 2 
provides an indication of the extent of the 
diflerence in characteristics between iriaimed 
and unplanned areas in Karachi. 

The informal sector plays a key role in 
housing and related sectors in Karachi. 
Between 1970-83. it is estimated that the 
informal sector ‘accounted for 33 per cent 
of all residential land conversion and 
developmeni in the metropolitan area and 
produced over SO per cent of the housing 
needs of the population' [Hasan et al 
1991:43], Moreover, the informal sector 
provides as much as 73 per cent of the total 
jobs in the city, up from 48 per cent in 1974, 
and today, is responsible for 60 per cent of 
all housing needs, which range from, 
auistance for credit, construction material, 
technical assistance and acquiring land in the 
first place (sec Hasan 19^. for how the 
informal sector exisu and functions]. The 
w a i o m why the informal sector donUnates 
in the city of Karachi should be clean Most 


poorer households have been unable to 
acquire either land for a house, credit or 
technical advice from govemmeiit agencies. 
They have generally turned to the infbnnal. 
semi-legal or illqal land tnarfcet to acquire 
a plot on which to build [Hasan 1990 b:77]. 

The observations which emerge based on 
the above analysis, suggest the following: 

(i) The formal sector and the gover nmen t 
planning machinery have failed to develop 
and provide affordable and appropriate 
land, housing anWor credit for the lower 
income groups and the poor in Karachi; 
instead the infonnal sector fulfills this 
need. 

(ii) Due to poor planning at a city level, 
poverty in terms of poor housing and 
social services, has actually been creaud 
by government institutioas. 

(lii) The macro-ecoaonty impacts heavily on 
the incidence of poverty across Pakistan, 
where higher OOP growth and other 
related factors affect the livelihood and 
living siaodards iff the people. In Karachi, 
because of its linkage with the rest of the 
economy, especially In industry, 
manufacturing and the exports sector, a 
poor petfotmance of the overal I economy 
affects a larger number of people, thus 
contributing to more unemploymem and 
poverty. 

(iv) Since the early 1990s, the IMF and World 
Bank structural adjustment programmes 
have bad a major impact on the country’s 
economy. Because of their austerity 
drives, privatisatkm, cut back in subsidy, 
reduction in development expenditure, 
and a cut in the fiscal deficit have all 
helped to maintain, if not create, poverty. 
Cl c^y. these policies do not play a policy 
allevimioa n^. 

(v) Mapping poverQf is difficuli in a dty like 
Kar^i. where different sets of indicatars 
are used to capture the extent of poverty. 
By say Ing that half of the city’s population 
lives inkaichi abadis, need not imply that 
half the population it poor.katchiabadis, 
particularly in Karachi, maintain a 
standard of liviiig well ahead of most 
areas of the country and possibly even 
better than that many households living 
in planned areas: the provision of services 
in tinplanned areas and katchi abadis, 
due to the active role of the informal 
sector, may in fact be far better than that 
of the pUnold settlements. 

The key point that this section makes is 
that pov^ may in fact be generated by 
govmnmeiital policies, foUowing specific 
programmes, and by not following olhen. 
At a local level, planning hu been an 
institutionalised fiuh^ which wWleoettainly 
not reducing the level tff poverty, may also 
have, in fact, created Kid mainlained IL The 
only response, hence, has been either the 
informal sector,or thepresenceof cpmmiinlty 
gtoupa. Both, failure, and the reaponse that 
it generates, are. however, political isaues to 
which we now turn. 


If macro-econonic policy it naponaibte 
for the creatton, maint e nan ce, or nduciiofi 
in poverty, dearly, it is the natnre of politiGS 
at the mttkwsl level which Is first respo nsi ble 
for a particular set of economic policies. 
Reseat from anumberofstudieshttloolced 
at how economic policiei are chosen and 
what sort of political inlenau affect econmnic 
programmes [Sayeed 1993; Zaidi 1994a. 
1994b. 1993, 1988, 1989, Zaman 1993, 
1993], In receiK yean, with the IMP and 
WoM Bank replacing the nunislry of finance, 
as the agency responsible for economic 
policy, questions ^ national sovereignty 
and political control have also arisen [Zaidi 
1994a. 1994b; Zaman 1993], Hence, clearly, 
the outcome of the interaction between 
different political entities and social classes 
affects economic choices. The composition 
of the dite. its economic interests and the 
pressure enforced by all contending groups 
and classes, determines the politics and 
economics of govenimenL These choices, in 
turn, have an impact on the extern of poverty 
in a country. Of course, factors beyond the 
control of nation-states and their govern¬ 
ments, also affect economic policy and hence 
poverty, but the primary responsibility must 
lie with national government and its choice 
of policy. 

At the city level, as in the case of Karachi, 
city level government and its institutioas 
must take the primary responsibility in 
dealing with issues of poverty. Of coune, 
just as natkmal government is also dependent 
on the intenutional political and economic 
climate,mthe case of local or dtygoveninenl 
and institutions, there is an even greater 
organic link with insiitutlaiis of the state tt 
the national level. This is particularly pro¬ 
nounced in the cate of Pakistan wfam the 
role and devdopment of local govenunent 
has often been sabotaged by provincial and 
natioaal govemineitt [Zaidi 1996], While 
local government has suffered due to contra¬ 
dictions with higher tiers of the state alt 
actou Pakistan, in Karachi, its specific 
political dreumstanoes have given pditict 
inthedlyamuchdifrered perspective [Zaidi 
1991,1992b]. It it no exaggeration toMiggest 
that the peo^ of Kuadii have been ’com¬ 
pletely alienated fixm the political process 
in the countiy and have no acceai to the 
conklon of power at any levd’ [Hasan ol 
d b]. The most popular p^cal patty in the 
dty, the MQM, haabeen not merely hounded 
out politically, but has activdy been perse¬ 
cuted by all powera of the state. It is to the 
politka, the nature of initituliona in Karachi. 
antfhow they Impact iqxm Karachi, to which 
wenow turn [forarecenlbiitoiyorKarachi's 

polillca, aee ZakU 1991; Hasan n/d b]. 

The political probkma of Karachi an*! 
how th^ an madfeated at a kKal levd. for 
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naidiiifthe I990hcanbebMtwiimiartMd 
H fbllowed: 

I%ric the peopk of iUrachi we caiqriete]^ 
aUeutod from die polhica3 proceu in ibe 
.country and have no accen to die conidon 
(/power at any leveJ. Many of ifaelr elected 
leadera ■« in priwn and (he political patty 
they voted for has been, and is still being, 
acdvdy penec ut ed by the powers that be. 
Second, the Karachi admintitratioo is conupt 
^nd ineffective, and at best helplesi. The 
civic agencies and their staff are subservient 
to contractors and the land mafia, whose 
aclivillcs they are supposed to control and 
reguloie. Development sgencies serve the 
interest of corrupt politicians and their 
cronies, land-grabbers ind developers, at 
die expense of the citizen. A battery of 
overpaid national and international 
coiuultants prepatc grandiose plans for the 
cityi developing that have no relation to 
the ground situatioii. As a result, these plans 
are either never implemented or are 
abandoned midway. The law enforcing 
agencies have bemi used for decades for 
potidcal vkximisatkm and as such they ore 
accountable to no one anymore. Apart frtmi 
extorting money from helpless citizens and 
boMiiig entire ‘mohallu’ at ransom, they 
itotoidy give pfotectioa to every conceivable 
crimiuj activity, but are actively involved 
in it. They incite fear and hatred and not 
respect and protection. Ail the above 
mentkiaed agencies at various levels are 
often manned by stiff that have been 
sppoimed through 'tifarish' and are rwt 
(planned for the jobs they hold. Since they 
are ‘politicar appoinieca they cannot be 
disciplined [Hasan n/d b]. 

One (/ the probiems highlighted in the 
course of this assessment of tnstitulions that 
deal with uitmn amt development issues in 
Karachi, is that the state sector does not have 
much of a role to play in the planning process 
and that 'much of the city’s problems are 
related to the absence (/ this role’ [Hasan 
1997], Mcaeover, it is believed that over the 
last fifteen or so yean, 'the performance of 
its [Karachi's) development and civic 
agencies and its forma) economy have 
declined consklenbly whereas in most Asian 
mega-(dties there have been substantial 
im p rovemems* (Hasan 1997:14). Hence, 
wMIe institutions of the state may have 
coercive and legislative power over the 
citizens of Karachi, they do not play a 
comributoiy role in their bousing and basic 
ttteds, sod moreover, the little role that they 
doplay has beendeterioradng, is insufficient, 
rad of poor quality. Aly Ercelawn and M 
Nauman, examining the wocfclngs of the 
KWSB argue that the 

Steadily dctetinaiing peifonnance of the 
KWSB shares all iIk familiar odious 
distiactioiis of atuaidpal services in much 
of the developing world. Our metropolis 
raffen front an hKnasiagly inaderjuaie 
ddhfeiqr of bodi the voimne sad quality of 


water. Much of the city Uienlly eats, drinks 
and bieaihei poiions spread by deficient 
sewerage colto et ioo and treatment. Sharply 
dlscthniiMiary proviskm of basic water and 
sewerage services exacerbates inequities and 
fuels violent discord. Crippled by yean of 
political andadministrative mismanagement, 
incompetence and crxniptioR in operatioiu 
and oversight. KWSB cannot but produce 
negligible investible retotirces to address 
gross deficiencies in the ddivery of basic 
services [Ercelawn and NsumaJi 19961. 

The nature of how institutions work and the 
political disempowerment of the people of 
Karachi, is best reflected in the lack of 
planning and co-ordination between different 
institutions functioning in the city. For 
example, although the KMC is an elected 
body and elections are supposed to be held 
every four years as part of the local bodies 
elections, the KMC, like all other elected 
institutions in the province of Sindh, was 
dismissed by the provincial government in 
1992. Even if KMC functions denracraiically 
on the basis of adult franchise, the planning 
and implementation of Karachi’s 
development is done by the Karachi 
Development Authority. Unlike the KMC, 
the KDA is a parallel agency run by 
lechnocrais and not answerable to the people. 
Consetfuenily, 

the people of Karachi, especially the urban 
poor, have no diietx or indirect say in the 
manner in which their city dcvelo|M. Nor 
can they, through the process of decUng 
their councilors, express their concerns and 
problems or through their councilors affect 
the development process. In addition, the 
KMC council can be dismissed by the 
Secretary of Local Bodies, who is a 
government civil servant, if the provincial 
government feels that the council has failed 
to discharge its duties and obligatioas. The 
functioning of the corporation is inspected 
once a year by an officer appointed by the 
government. If, after such an inquiry, the 
govemmem feels that the corporation is not 
capable Of running a particular depanmeiu 
or programme, then it can take over the 
management of that department or 
programme itself. These laws nuke the 
councils very vulnerable to goveinment 
dictates and (i^ve the people of power and 
influence over planning and impiemeniation 
of urban policies [Hasan 1992:22). 
Moreover, 

As tong as local govemmem fails to be 
accountable to citizens through transparent 
and participaioiy functioning, ihcciiy cannot 
mobilise the required resources and will 
only squander whatever new human and 
physical asielt it does acqi^. Bureaucratic 
admhitsintioa by Commitsioaen can, tt 
best, only serve to comainnuher than reaolvc 

ftffldamemal inadequacies and Inequities in 
municipal services. By idministrative 
mandsie and tradkioii. ofnciaily-appoimed 
b u re aucra ts do liHle but protect sad 


promate author it y. Reaolving the pervasive 
pfoblems of the city calls instead for 
maosgers downwardly responsive to 
mrsumcfs [Ercelawn and Nauman 1996). 
While the failure of institutions to addreu 
the ptobleins of bousing and the ptovisioD 
of bMic services to the low income group 
and the poor, can be expiaioed by the way 
planning takes place and the way institutions 
are structured, the political aticnatioa of the 
citizens of Karachi and of the poor, 
specifically, has lead to the failure of 
institutions to deliver even basic services. 
While politics is the key to the problem and 
to the solution of belter city level 
administration and government, individual 
and community level responses have tried 
to address immediate concerns for at least 
a section of the urban poor. Just as the private 
and informal sector has emerged in a big wty 
as a response to govetnmenial failure, so 
have a large number of community-based, 
non-govenunental organismions or NGOs, 
become active aixl have tried to inquove 
housing and living ctmditioas in Karachi 
[Hasa.. 1990b.l992;Alam 1996; Khan 1994; 
OPP 1996). 

Informal groups have developed at a 
community level to address some particular 
problems in the deliveiy of services or in 
the provision of infrastructure. These 
‘informaJ groups often develop as soon as 
a new settiemem comes into being. ResideiUs 
-•Te faced with a lack of fansk mfrastructuie 
and servkes which individual bousehoUt 
cannot address by themselves. Some loan 
uicommunity organisation is necesiaiy either 
to address the deficiencies or to lobby 
government for public provision' [Hasan 
1990b:80]. From the constnictian of opes 
drains or the laying of underground sewen. 
to street paving and collecting garbage, 
groups have emerged to addreu specific 
iuues and have then disbanded Some groups 
have taken on tonger-lerm pngects and have 
set up schools and health clinics. If the 
mganisaiion is registered with the social 
welfare department, they may even lecdve 
some funds to continue their wai1c,alihmigh, 
much of their expenses are met through 
donations. However, finances and a lack of 
trained personnel are serious constraints 
which cause such groups to pack-up after 
showing a lot of enthusiasm but few resnto. 

Apart from community-hased groups, 
whichaie more focused lovvantsan issoeaad 
prefer to work in one particular vea H naafi 
as a mohalla or neighbouihoad. there an 
larger NGOs which usually work in mare 
than one settlemeni and have a bro a der 
developmental outlook. Some areltea* 
oriented NGOs have also emerged in w on t 
years and have been siKCdksful in prewiifing 
a wide range of services io the poor. 

Devdopmeat-orienied NQOi mb llnaa 
which have emerted tat nceal yean as a 
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ipoBse to the fiilnre. inabUity md 
kwilhngnos institutions of the stele, to 
dress die issues of cidnans, paitkulirty, 
; poor. Rather than simply carry out capit^ 
oiks as the stale does, such NQOt involve 
nd encourage conimuiiities to take hold of 
xir own lives by organising and flUing the 
oid created by the absence of the state. 
' ‘Participation* is no longer seen as simply 
nvolving poorer groups in implementation 
xit far more as formulating what should be 
loiK,how it should be (kme and how limited 
esources should be used" [Hasan I990b:83]. 
Hie Orangi Pilot Project is such an 
nganisation in Karachi which has had a far 
eaching impact on the lives of the poor in 
me large area of Karachi. 

Despite the huge success of projects like 
he Oi^gi Pilot Project and smaller groups 
/hich have significantly altered the lives of 
nany thousands of the poor in Karachi, 
<K30s are not the sole solution to address 
he problems of the tow income groups in 
Carachi. NGOs cannot replace government 
It a city level; they can play a nseful role 
dther working with government or con then 
X effective in areas where government has 
ailed to deliver services. Norcan government 
X replaced by the private sector through an 
ndiscriminate process of privatising state- 
iwned and state-run concerns [Ercelawn and 
■lauman |996j. While it is clear that 
lovemment and its institutions have been 
failure in the context of Karachi, the knec- 
iiktesponseofprivatisationorotheroplions 
) inappropriate. What is required is reform 
f government itself, at the national, 
rovincial and local level. 

While one can list a number of reforms 
nd changes needed in the structure of local 
ity level government, these well-meaning 
aggestions will be nxrcly that, unless there 
i a political demand for such fornu of 
isdtutions, a political will to cany them 
trough, and a politictsed public and their 
ipresentati ves to actually administer, control 
lid oversee such institutions. The desire to 
verhaul the local bodies system in Karachi 
ill be lost on the ears of those who control 
alilics, unless political forces put pressure 
1 institutions of the state to accede to those 
iggestions. Reform itself is a seriously 
>litical matter dependent upon the dialectics 
'' different political forces. With these 
ilitical prerequisites, wc address some of 
e concerns in local government that are 
ideal for an imptovemeni in the delivery 
' urban basic services. 

There is little denying the fact that there 
a txed for a huge overhaul of the lixml 
(dies system to make it representative, 
sponsible, viable and functionablc. What 
required is a pbwerfiil, autonomous tier 
government in all municipalities, but 
idcularly in the larger metropolitan areas, 
•jt Karachi. Unless local government is 


ghm Ute pinivte AtefittM «a M aAtetve 
der of tovenunoti, tt la oaOlidy teat it win 
acMretu any of the teue whidi have been 
raised in this paper. A idf-ooeteined and 
Ind e pe n dem da of govonment, not ded to 
the strings of the provincial government, is 
the first pre-requisite for better governance 
Qt the local level. 

Constitutional amendments which provide 
safeguards to local bodies are essential if 
local government is expected to be recognised 
as a feasible option. If mote than mete lip 
service is paid to the potential of loc^ 
government, a change in perception must be 
matched by deeds, and d^s in the form of 
giving local government a formal role in the 
Constitution. Constitutional cover to local 
government must take place along with 
greater decentralisation so that local 
government can function autonomously. 

Lrxal government, especially city govern¬ 
ment the size of Karachi, must be remodeled 
as a new administrative style U requited for 
it to be at all effective. It should have the 
power to plan and implement devcIopiiKnt, 
not merely look after projects planned by a 
totally independent body in which local 
elected government plays no role. If finances 
are a ennstraint to the dcvclopnxnt pro¬ 
gramme of local government, then the KMC 
should have the power to raise resources; 
currently this power is dependent on the 
well-wishes of the provincial government. 
The current distribution of functions between 
an unelecled technocratic development 
agency (the KDA). and an implementing 
agency which is supposed to maintain project 
and plans develop^ by KDA, the KMC, 
would need to be done away with. KDA 
would need to be subsumed under the KMC 
(or an elected city government) so that 
different agencies can work under one 
umbrella, rather than at cross-purposes as is 
the state at present. If city government is to 
be an effective medium of governance, it 
must also be party to the maintenance of law 
and order in tlxcity; currently, the numerous 
agencies of the federal and provincial 
guvemment at work in a city like Karachi, 
undermine all semblance of afithority and 
control, and precisely for this reason, power 
over law and order is held by agencies which 
are not city-speftfic. 

While the suggestions for local bodies and 
for reform of local govenunent presented 
above, are more of a generic nature, the 
specific situation of Karachi warrants specific 
additional measures. The political history of 
Karachi over the last decade has been one 
of the people of Karachi and their political 
leaders and parties, against the stale and its 
coercive institutiems. Karachi, for numerous 
reasons, despite its paramount importance 
in the economy of the country, has been 
alienated from political power and is a 
political outcast. Thedemocntically elected 


patty of ihtdltyhMhacBiiMMeatediodma 
when damocncy, in aoma form or the odHsr, 
reignad SBprmover the reit of the country! 
Hence, all the proMemi that local bodies anri 
local g ov ern me nt faced in general, weie 
compounded in the caseofKanidii. Whatever 
reform may be envisaged for local govern¬ 
ment in Pakistan in the future, whether of 
a constitutional, financial or administraiivc 
nature, for Karachi, political iiaues will have 
to be at the forefront, and must be a pre¬ 
requisite for any attempt at improving 
structure and performance. 

(Conclusions 


Poverty ‘alleviation’ is the trendy and 
fashionable slogan for the end of the 1990s. 
A great deal of money has been, and will 
continue to be. spent on identifying who the 
poor are. Attempts will be m^ at under¬ 
standing poverty, and projects, many initialed 
on the insistence of foreign donors offering 
a lot of money, will commence with the goal 
to eliminate or reduce poverty. Projects will 
be defined with a specific focus on either 
the urban or the rural poor, in soiix specific 
location. This attempt, while well meaning, 
will invariably be at a micro level with a 
narrow focus, often ignoring the causes for 
the existence of poverty in the first place. 
Band-Aid social work of this variety wilt 
certainly improve the living conditions of 
a numbCT of benericiaries in the project area. 
However, the limited success of such schemes 
may suggest, that perhaps, the issueof poveity 
is somewhat larger in its existence and 
manifestation, and what is required isa more 
global, macro,and most impoitanUy.politkal 
approach. 

Poverty is primarily apolibciil issue, caused 
and maintained by factors of a macro nature 
and by institutions which fuixtion in a 
specific, political, cnvironnxnt. This paper 
has argued that politics comes prior to 
poverty, as do institutions. The fatiute of 
institutions to address issues of poverty and 
development are seen here as essentially 
political failures. At a macFO-economic. 
national, level the choice of economic strategy 
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iMsed on clui alliuicei ud political 
expedkocy (m wdt ai inteniationa] factors) 
ntay have a levetne bearing on the way people 
live. Pooreconomlcperfarmiiicerilters down 
10 increMing poverty fora large and growing 
number of people. 

Institutioni controlkd and run by techno- 
crau and bweaucrau at a national or local 
(city) level, may come up with suggestions 
and programines which are infeasible because 
they do not incorporate the desires, expecta¬ 
tions. or choices of the prospective bene- 
nciaries. Many well conceived plans, while 
technocratically well planned, fail precisely 
because they arc unpolitical in their outlook 
and are essentially thrust upon an uninvolved 
public. Whileeleaedgoveminent.espccially 
m Pakistan, has numerous faults and 
weaknesses, with corruption being on top of 
the list, the process of electioneering and 
accountability, may at least involve a much 
larger section of the citizenry. If the manner 
in which local government is structured and 
the way it works, is reconstructed in a way 
which involves participation, con.sultation, 
and dialogue, it is possible that a more 
effleiem system of represeiuation at the local 
level may evolve. 

As the roleof international donors increases 
in Pakistan, political decisions must be taken 
regarding issues of national sovereignty and 
local oontrol over decisions. With inter- 
natKHial agencies dictating the economic and 
political agendas of the government at a 
national level, political control over policy 
has waned. This is also manifested at a 
Katachi level, where the privatisation of 
local government institutionslikethe KWSB 
have provoked commentators to argue that, 
it is a matter of deep concern that Islamabad 
and Washington ate foisting their privati¬ 
sation programme upon Karachi, without 
the clear transparency and wide citizen 
participation that would ensure consensus 
on so vital a nutter as the provision of 
water and sewerage services [Ercelawn and 
Nauman 1996|. 

Looking back over the last decade, it would 
be difTtcull to find a morcpofi/icised. violent, 
ethnically divided, alienated, city than 
Karachi. We conclude with the assertion, 
that politics must come first in any attempt 
to alleviate poverty, especially in Karachi. 
Urban govenumce and urban institutions are 
also of a political nature and the power or 
effectiveness of such institutions may lie in 
the batanoe between the difTerent political 
facton in the field. Whilepdittes in Pakistan 
is iuelf UTOUghl with numerous conira- 
dictioos and does at rime inspire disgust, a 
process of representation, consultation, 
accouttaUHty and openness, may at least 
b<^ to address aome of the problems that 
exist in Karadu . Experience firm many large 
cities in twdenlcvBloped countries shows 
thtt phmeifUl. effective, autoaomotu and 
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represemative goveniment may be a partial 
answer to the (uohlems of poverty and lack 
of development. Perhaps it is lime to test (his 
model in Karachi. 


Notea 

nWs paper wasfitstprescnledata workshop held 
jointly by the Glotxd Urtvon Keseoich Initiative 
of the UnivertUy of Toronlo, and the Centre of 
Urban Studies, University of Dhaka, in Dhaka. 
Bangladesh, on May 15.1997. Since then, I have 
received extensive coinments from Shahnikh 
Rafi Khun and Haris Gozdar, to both of whom 
I owe many thanks ] 

1 h IS nol possible to write about Karachi unless 
an extensive and thorough reading and 
understanding of Ihc lorgenrurre of Arif Hasan 
IS mode. Ari fhas documented Karachi’s history 
for many years and is a scholar who has been 
involved in numerous conununity initiatives 
in the city. Much of this paper draws upon his 
work and cxiensive use is m^ ofhis ptMishcd 
and unpublished material. I also ucluiowledge 
numerous ideas generated by him during the 
courae of this study. 

2 This section makes liheral use of Arif Hasan's 
published and unpublished woik, paniculoriy, 
Hasan 199?; Hasan 1994; Hasan 1993; Hasan 
1992; Hasan 1990, Hasan n^d (a): and Hasan 
n/d (b). 

3 la addition to the refiaences cited above, this 
section also mokes liberal use of Ahmed 1996 

4 Pait of this seciton sununaiies the arguments 
in Sayced and Ohaus 1996. 
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Modds and Reality: Case of F<»rest 
Commiinities 

SaiU^rKiuaar 
SudhaVanii 


THE foUowiog comments are triggered by 
the eritkiiie by Rahul {EPW, Pebtuary 5) of 
Drefiiitg a People's Forest BiU; The Forest 
DweUerSodcd Activist Altentative, edited 
I^WalterFenuuides,andthecountef critique 
by Anita Baviskar et al (EPW, June 7). The 
impetua to write them came from lay 
observations made during a short trip to 
Hhnachal Pradesh. Though very general and 
accessible to any traveUer, these observations 
highlight a theoretical lacuna prevalent in 
most of the discussions on social relations 
over forests, and which is shared by both 
of the above parties in their debate. These 
discussioru are premised upon an external 
aixl static relationship between the stote- 
cum-industrial-urban complex and forest 
communities. In faceof theemergingcapita- 
list reality, which is mme complex than their 
simplistic assumption, thesediscussionsoAen 
succumb to populism, as in the book edited 
by Walter F^andes and the note by Amita 
Baviskar el al. The other tendency is to 
tomanticisefoiestdwelleti, as done by Rahul. 
The simplistic model of social relatiottt over 
forests we critique is closely related to a 
particular type of social activism. We end 
by making a short comment on the location 
(rf such activism in current society. 

The small town of Sainj in Himachal 
Pradesh is situated on a branch road, 20 km 
away from the national highway linking 
Kullu valley to the rest of the country. It is 
difTicult to call it a town, because being 
merely a nodal point in the surrounding rural 
region it lacks an independent identity. The 
town caters to around 10 panchayats in the 
Saii\i atul Jibha valleys which have a pr^- 
lation of about 7XX)0. Both valleys are huvily 
forested and large areas in the Sainj and 
Jifaba valleys have been earmarked for the 
Great Himalayan National Park. A couple 
of yean ago there was a vocal opposition 
to the est^ishment of the park bexuuise it 
was feared that it will prohiUt collection of 
herix and mushrooms in the upper catchments 
t>f Sainj atxl Jibha, an important srxirce of 
cash income to locals. Since some other locals 
expected returns from tourist trade, roads, 
etc, which would come in the wake of national 
park, the social tensron congealed into pro- 
and anti-park groupings. According to one 
participant in anti-park defflonsiiations,’tbe 
pro-park lobby, led by the local MLA, had 
vorially threatened him. Presumably, herbs 


and mushrooms worth 3 mittion rupees pats 
through the town every year. Horticulture 
and cultivation of garlic attd vegetables are 
other notable sources of cash income. Pursu¬ 
ing the economic dynamism of the r^ion, 
two private investment companies have 
opened their offices in the past six months, 
llie town has five ‘big men’. Their exact 
number varies from informam to informam. 
However, it is not the number but the social 
processes leading to their emergence which 
are of relevance. All the 'big men’ are locals 
from neighbouring villages, have either 
participated or been elected In panchayat or 
panchayat samiti elections of their villages. 
All are sinuiltaneously engaged in a number 
of private businesses spread across 
horticulture, taw mi lling, quarrying, transport 
and government contracts, with annual 
turnovers exceeding a million rupees. A non- 
negligible part of manual labwr in road 
building, house construction and orchard 
harvesting is done by immigrant Nepali 
Workers. All ofthe above are recent changes. 
This can be seen from the fact that 10 years 
ago there were two bus services a ilay 
connecting Sait\] to the outside world. Today 
there are 11. And also, none of the ‘big men' 
has inherited his business. 

A very visible feature of the humantcape 
are red and black plastic high-boots worn 
by school kids. A great boon considering 
that a getteration ago roost of the villagen 
walked barefoot, but rme which can lead to 
serious waste disposal problems in years to 
come. The latest ‘fashion* in house design, 
indulged in by richer farmers, involves 
inlaying bricks, brought in from plains, in 
the timber framework of the panqset that 
surrounds the first floor of all Kullu houses. 
The bricks armpainted white or red to 
highlight their presence. 

These observatioru undencore integration 
of communities living near forests into 
national market and state. Relatively 
prosperous regions like the Saiqj valley are 
seeing internal differentiation; a butlding 
capitalist class on the one hand and wage 
labour, both native and migrirtofy, and petty 
rrornmodity production by the remrining 
majority, on the other. Hie backward forested 
regiatu are becoming net supplien of wage 
labour in the national market, often to 
'prosperous' forested regfons, as shown by 
the Nepali labour In Himachal Pradesh. 


O liftjrtiw rie ly A llria 'natural' 

dynamic of a capitaliat social that is left out 
from the panidigmarie poaitioDa of an 
overwhelffliiig part of tBacuaioM on forest- 
aoefoty retatioi^p. These (HscuaakMt rely 
onanoB-dynamic. Unary BMdel'that merely 
juxtapoies a pre-capltaliit, aubiistence 
oriented local community to a bureaucratic 
state and commercial industrial-urban 
complex. The model conceives both the state 
and local community as ideal types. In its 
essentials, the community is usumed 
homogenous, static and isolated, It lives in 
‘harmony' with nature and iu use of forests 
is sustainable. The state also exists as a 
monolithic entity. Increasing revenues by 
the sale of forest produce to commercial- 
urban complex is its main motive. Stale's 
exploitation of forests it unsustainable, 
though it oAen claims to be a judiciout user 
following ‘scieiMific’ forestry. The contact 
established with the state, though forcing 
local community U> imxiify its forest use. 
does not affect the community internally. 
The more sophisticated venioruofthemodel, 
like Unquiet Woods by RanMchandra Guha. 
consider forest communliies to be peasant 
societies with a traditional structure of 
overiordship. The colonial mode of forest 
appropriation unbalances the moral economy 
ofthe community .Though such sophisticated 
versions assume social difretFentiation. it is 
still kept outside the local community. The 
opposition of community to state it under- 
sic^ as coming straight from the uniformity 
of its members’ interests, rather than being 
articulated through relationships among 
different segments of the local populace, 
which may be related difletently to the state 
and, hence, respond differently to its actions. 

Against assumptions of the binary model, 
slate and local community exlit as internally 
difrerentiated structures, both of which exist 
in interaction with'the wider structure of a 
nationaIcapitaUsm.ThesestnicturKareinilii- 
plc, connected at various levels with influen¬ 
ces flowing both ways in sny connection. 

Forest communities under the sway of 
Hinduism have always been caste societies. 
Thetraditionalsyitemsofreaaurcemanage- 
tnem that work tiuough religious rituals entail 
discriminMion against lower cattes. If state 
it an exerciser of power, it alto seeks 
legitimacy. Instead of remaining an external 
force, the state begins by implantingoutposts 
thm are internal to the focal conununity. 

Village headmen, who acquired Iheprivilege 

of revenue coHectfoa, were abo poles of 
ioteroal power in local oonununily. The 
colonial state olten legaliaed the already 
prevalent unequal foreit use by codling ■> 
in varfoiu lettleineiilB.’Thtta tMvners of ipK* 
and betdnut gaiden in Noth Kaaan got 
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fiatt h i(i r' <iiiiw. l >t ny rt no mdi ftfhu.^ 
fwiMi tigN* ■< miiiV 
HiaMdwl talM ^ in pnponkm to 
ifricuHnnl fa MC^cwncd. The cooina with 
itaie wm dm both n hnihinfer of internal 
lodil dMmodtfton w weU at pnividing a 
new legal baaea to eadant inequalitkt. It ii 
true that dw manedaallon of revenue, forced 
upon by diB ooloidal atate, provided the 
initial thimd>iiMibe(iide|talk». However, 
market idadone are two-way traniactions, 
with equal vaJuea flowing in oppoiiic 
diiecliaiiB. Thua the local community not 
only kma foreat produce to the national 
market, it alao leceivea back commodities 
whoae social impact on small communities 
is much hager than is goierdly believed. 
Theprocetthat acquired snentirdydiffercni 
scale and quality with the widespread 
commodificiition of social relations after 


independence and state’seffotts to derive its 
leptimacy and enforee its power through an 
dectoral system tun by national and state 
level political parties. Whether they be 
orchaid owners of Himachal Pradesh or 
Chhattisgarhi migratory labourere working 
in semi-bonded conditioiis in Punjab, social 
conditioM of people living near foresu have 
been redefined, leading to emergence of 
newer social roles. While for Ami ta Baviskar 
et d the widespread deforcstalioo of forests 
in areas under autonomous tribal councils 


in the nortb-cast is a worrying fact, this 
developinent should hardly te surprising if 
the procew of integration into national state 
and market is kept under focus. After all, 
why should tribal businessmeo and pohiicians 
be expected to behave diReicnUy than their 
non-tribal co un ter p aitt elsewhere. 

The Mnary model takes effects of matkei 
and stale on local communities as external 
influences. These influences are often regis¬ 
tered, and the frequent inability of locals to 
do much about thw destructive influences 


is a much bemoaned fact. However, the way 
this inability of the local comnniniiy arises 
is not explo^. It is not recognised that this 
inability is but one manifcttation of the pro¬ 
cesses through which the nuuket and stale 
enter inner vltaliofacoininunily and modify 
its aodal space, includingcthks and morality, 
not to mention iu ptoducdon bate and pro¬ 
duction niations. * 11 x 11 legiitering of market 
and state by the binary vision turns out to 
be little more thanasendmeotal observation. 
With kt help it manages to stand on the kit, 
but this obaervailon is of little analytic 
tigniflcanoe. 

WhUa the Mnaiy model fdeniifles state as 
e leveane maximber acting under the garb 
of a'adeatiflc'fonitiy, the motive and the 
pifa are more approprime of the top buresu- 
craty. Jhe lower level forest ftmctioiwries 


una. 


iilaAebaatfuaeiNteaaiiiblfdooe properly 
flMqr tequfae hiffl to walk alone 20 km a day, 
ve not passive tools. Being m the lowest 

kvel of a rigid hkrarcfay, these people have 
their own camnifictiom with the top forest 
buieaucncy.Besid6s,aniidtt an often hostile 
load community they SIB likely to negotiaie 
and look the other way. in return for bribes, 
to ‘iil^al’ actions of locals. Extraction of 
timber involves other social groups that have 
little to do with either revenue maximisation 
or sckmific forestry. Timber harvesting 
emptoys liirge number of, local as well as 
migratory, labourers. In terms of numbers 
and importance of forests for their livelihood, 
these workers are next only to locals. It is 
reported that in Himachal Pradesh 
employment in forestry is the second most 
important source of daily wage labour.' 

The binary vision fragmems social reality. 

It attempts to create a community by focusing 
on narrowly dertned sectional interests and 
insulates these from contradictory imerests. 
which may be present within the same 
community, This sckcli ve approach is visible 
in the People's Forest Bill proposed in the 
book edited by Walter Fctnaiides et al. 

People's Forest Bill 

As indicated by Amita Baviskar ct al, the 
five principles basic to their alternative to 
the ofTicial Forest Bill are; (a) forest should 
be protected for the basic needs of the people 
dependent on forests, (b) these should be 
managed by the people, with the role of 
forest depaitmem restricted to' be advisory 
and consultative, (cl industries should obtain 
their raw material from private forests (d) 
the emphasis shouldbe on village forests and 
joint forest management. Reserve forests 
should be limited to cater to needs of the 
people for non-limber forest produce, and 
(e) there should be minimum restrictions on 
planting and harvesting trees on private lands. 

The idealist modcof thought vicwsaspecu 
of concrete reality as blemishes, which it 
tries to wash away during its speculative 
flights. By advocating removal of the 
assumed source of troubk, the state, the 
alternative forest bill hopes to realise the 
golden separation of the subsistence needs 
of forest communities from the commercial 
needs of industrial-urban complex. Both are 
proposed to be left to their own devices, 
community management for one and private 
forestry for the other. But what the idealist 
thought consideres to be the ideal stale of 
affairs is proven to be sdf-ctMitradictory by 
a moment's reflection on reality. We will 
leave aside the very important question of 
die possibility of community managemem 
in a difTcrerttiatod conununity. Granting that 
aiModtoiywradVofcomminity managemem 
has emerged, what is going to keep 
conunonity managed forests to remain stuck 
with noofenuinerative basic needs and 


pameat tttai ftoM cMdRg 
privattaad oktiatfal fMlwla taailBMhtoa 
prepoiad ia tho attenaBva fiMat UwtBaH 
ifatamniagiiiatatproaeMacoaMHdQratof 
fci^ the lenipiadoa, unle a rfiin g amkat 
forces, which are bound to hrreaae timber 
denind became the stak monopoly has 
artinciilly jacked iqi timber pticca, wiO 
increase dm tempimiaa manifold. One can 
argue tiutt there is no contradiction between 
market and bsaic needs, and that an artifkid 
contradiction has been created by state 
intervention in forestry. This neo-dassiad 
argument basically equates supremacy of 
the market wiihef&ieiicy, which is defined 
circularly in terms of maximum satisfaetioii 
of the market demand. It is the favourite 
argument of institutioiu like IMF, PAO, 
World Bank, etc, and it is unlikely many 
proponents of the alternative bill would like 
to te grouped In their company. Without 
accepting the neo-classical argumem one is 
left with advocating for the regulatory role 
of a supra community institution like suae 
which ci'.T enforce that the community 
managed forests are managed for bask needs 
only. Thus the proposed altcrnati ve wdeomes 
stale from back door while ostentibiy fotemg 
it out from the front door. Of course, the 
proponents of the alternative prevent 
themselves from seeing this disurdity by 
imagimng an in-built ami-market instinct in 
forest communities that would always make 
uiem coiKxntrale on their bask needs. 

Comm'Tsiiy management is not a magk 
'vand. There are innumerable instances of 
turalditeshavingcoroeredcommoitpropcfty 
resources at the expense of poor, IDI under 
the cover of panchayat bodies. Local elites 
are often the most vodferous advocates of 
community interests of communities not yet 
fully integiaicd into the national capitalism. 
Besides giving them control over natural 
resources by proxy, it is the easiest w^r to 
get outsiders out of the competition. 
Community management of foreittwiihin 
the context of a privue natioiial nurimt in 
forest produce will be a fig leaf for the 
eventual control of local elites over forests. 

Pnvale forestry inacapitaHst society hanly 
deserves to be called an alternadve. This ii 
the only thing Workl Bank-fonded 'social 
forestry’ can boast of. With Punjab 
plantations supplying fuel wood to MwaH 
hotels and applecases for Himachdi rachank. 
it it clear thd the market logic it atready very 
advanced in non-timber wood pndacls. 
Privatisation of timber produetkm and bade 
should be fiic next log^ step, which to of 
direct impoiunce to forest nnmmiiaillai 
because forests around them are the pdMa 
soiiices of limbef. Given the kng teatafiaa 
period of timber speciesittoiiatdearusiliat 
extent privue ca^ wonM be toaenatod h» 
it, but it is obvious that in wbaiever fans 
the privroe trade in dnbereneiBes k wuabl 
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PW. A^y titnatioinif bath accdt, of 
cqme. pRsuppoM wtot (hoe needs «e. 
However. >idiy tiioiikl only d« reductm 

the time s()eM in coitectmi firewood from, 
ay. four hours to two hours be contkkred 
tbasic need of a poor forest household. Why 
should not the cooking gas. whose comforts 
are routinely eiyoyed by the tkh, be also 
considered a bauc need. If given a choice, 
cent per cent of forest housewives will prefer 
cooking gas to spending any time cotlecu'ng 
firewood. Similarly, why should not the 
matehal comforts of good housing, nutrition, 
health services, transport, etc, which rich 
consider as basic to their lifestyles, be also 
included among the bask ne^s of poor. 
Clearly the concept of bask needs of poor 
is a benign looking camouflage under which 
only those needs of the poor get talked about 
whkhcan be met without seriously disturbing 
the existing social structure. Ruling classes 
have to be aware of the possibility that 
dqHivedofthcxneeds the poor may become 
receptive to revolutionary ideas and start 
demising too much. Hence it is not surpris¬ 
ing that every bourgeois development plan 
also talks of basic needs of poor. It is sadden¬ 
ing how much energy and effort of social 
activists are wasted in rehashing bourgeois 
platitudes. But this too has its basis in class 
origins of social activism in today’s India. 

RoMAimnsiNC the FoaEsr 

Within parameters of the binary model, 
the pole opposite to populism of ‘people’s’ 
forest bill is occupied by the romantic 
idealism of Rahul. Central to his criticism 
of the book edited by Walter Fernandes is 
the idea of a ’natural’ militancy of forest 
dwellers whkh according to him has been 
compromised in the book. He finds that 
“(the) natural militartcy of the forest dweHets 
has in the present age of democratic politics, 
won them a lot of supporters in the 
maiiistieam population’’, in what precise 
lenaethepolitics of present age isdemociatic. 
and tvhich internal forces impel people from 
the mainstream to respect fot^ dwellers' 
struggles are significant quettions in 
themselves. However, it is the concept of a 
‘natural’ militancy, divorced from any social 
context, that we s^sh address. According to 
Rihul, it seems, forest dwellers we ‘noble 
lavages’ who still retain primeval virtues, 
■nditis thisUMattractsthinkenandactivistt 
of the mainstream to them. 


flWsrf ArjBtttaiity. BateHetMoeaces 
^ouUMbeomMad.BmiuAetime 
ofBina Mundi, diechiirch was an iiqioitant 
phyer in the affain of Mindai. Ihe RSS 
engineered Hinduitation In Chhotanagpur 
hat lately created a situation where religious 
antagonism has come to occupy an impoitant 
place in tribal politics. Movemens like the 
NaimadaBachaoAndolan have tried to direct 
tribal opposition to stale along Gandhian 
non-violeiit lines. On the other hand armed 
movements inspired by Telangana and 
Noxalbari have attempted to organise tribal 
resistance around the political programme 
of a New Democratk revolution against a 
semi-feudal semi-colonial ruling class. 
Rahul’s nmianticism prevems him from 
seeing varied aspects of tribal politics, 
militant (q)position to state is whose but one 
facet. In true spirit of the binary model, he 
seems particularly blind to anotherfact. Prom 
the collusion of north-east tribal politicians 
and businessmen in deforesting their 
homelands to the political opportunism and 
comiption of Jhaiihandi leadership, there 
are enough instances to prove that sections 
of forest communities are eager to jrnn the 
national ‘mainstream’ and enjoy the spoils. 

Admittedly there are vari^ individuals 
engaged in diverse activities who are called 
social activists. But within this wide stream 
there is a definite trend that tries to speak 
for subalterns, i e, for those who accotding 
to one theorist lack their own voice. The 
discourse of such social activism is double 
faced, It intends to translate subalterns’ 
concerns into terms of the dominant civil 
society, i e, the terms understood by its 
academia, media, courts, etc. Beyond the 
dominant civil society, the intentirm may 
even be to ’talk’ to the state and institutions 
like tfie World Bank. Qeariy, middle class 
intellectuals huHng a base in the dominant 
civil society are best equipped for the job. 
Middleclasi efforts to intervene on the behalf 
of subalterns generally occur in two forma. 
The political manifestations of theae forms, 
revolutionary terrorism and economism, as 
Lenin showed in What lt»be done?, are 
closely interrelated. In recent Mstory the 
eatlyphaieofnaxilUc movem en t r epresented 
the former while trends in social activiam 
of present times n^xeient die latter. Any 
translation of subalterns concerns becomes 
superfluous when the supposed lubaton 
conmunitieaareintentdlyrSflereotlaiedand 
dHTerent languages are prevalent within die 


aica flvadieadei ofcapitalist gmwA sno 
oketof^ politics Aaie Urmly bsought even 
remotest parti of the country ins idea natioflsj 
fflUket nd politice. Mutually rebifoicing 
and conditioning relaiioiishipa estahiifh H 
between local conuminitiea and the outside 
world can be grasped by a dialectical model 
inspired by Mandat polidcal econcmiy. Such 
a model, while vlrtriitg the society in its 
totality, should unravel the dynamic tdation- 
ships between parts of the totality, instead 
of freezing theae relationihipt u external m 
the parts. At (he first level of analysis, such 
a mcxiei should establish (he obj^vity of 
current state of affaits by showing how and 
whythechangesundeigonebyforesioDminu- 
nities came about and giventhedreumstanoes 
why nothing else could have come about. 
At the second level a dialectical analysis 
would identify the social forces emerging in 
the process ofintegradoniiUquaitional market 
and state. It will delineate tfUr evolving and 
differing intetestsvM-n-vis forests and gauge 
their potential for realising these interests 
given (he existing social structure. One by¬ 
product of such an analysis would be the 
realisation of the common alms of all 
oppressed sections, whether they be in cities, 
villages or forests. Hence it would be possiUe 
to overcome the fragmented vision of the 
binary model which sees only narrow and 
sectkmalintcrests. Elaboration ofadialectical 
model of social relations over forests is 
beyond this note, but It undoubtedly is a 
chdienge scholars trying to understand these 
relations can ill-afford to ignore. 

Notes 

1 Two aotaUe exceptioM to the icaenl trend 
uc ‘Comeited DomaiBS' by AkhUeshwir 
Padiak and ‘The Ptdkical EcMcmy ofRareit 
Use and MaasgeMiat’ by M V Nadkanu 
Patbak analyses appropiialloa of enviroti- 
nmttal agenda by hidian lUte in I990i by 
viewing Ac idabcaMUp between tbs stakasd 
peasants as a ‘specttinn of Unkivcs raaniiii 
dosni ftwn (be d«a and the ia daitt til-erbiii 
co mpl es to the foien dwefllag coovnaaities 
Fknai field observadons ia Shtanga and North 

Konan tUiiticti of fCwMlika, NwNonai hw 

ahown ibtc in non-homoganeoai connniBiitiet 

new fonsts, ‘the advaniaie a cttfi derives 
fioitt fgrMla la determinad by the nagnbede 

if itt ameis - pMdcntaily better ndawed land 

- It oonirob, tar ipiie of the nexTnawetcisI 

gh a** a4n tr o| IIm foMI IMB*. 

2 Tkt roUHcal Ecoomy tf Fortsl Vie by 
MVNadkarai. 

3 Ceaiai of HP Ooverameni Bniployces. 
March 1996. Dl i ec t or t Ue of B nenowlcs wd 
SwMea. SUnia. 
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IVade and Resource Use Efficiency in Agriculture 

By freeing import and export of agriculUitai products India stands to 
reap significant gains from trade, while promoting resource use 
efficiency in domestic cropping patterns. A>155 

Monetary Policy^ Price Stability and Growth 

What should be the objectives of monetary policy? Does the obje^ve 
of price stability conllict with the goal of achieving faster economic 
growth? Can monetary policy by itself ensure price stability? What 
should he the intermediate target of monetary policy? What are the 
respective roles of direct and indirect instruments of monetary 
control? A discussion against the backdrop of theoretical I 

developments in monetary economics and empirical evidence from 
India and elsewhere. 3325 

Gender, Market Opportunities and Poverty 

Research on poverty that focuses solely on access to employment runs 
the risk of neglecting the gender dimension of poverty. In the context 
of inequitable gender relations within households, poor women may 
have access to employment, but still be sharply subordinated so that 
they have very little control over their earnings. A study of the ways 
in which gender, caste and class constitute the political economy 
of poverty in rural Tamil Nadu. 332S 
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Farm ProducUvity 

Farm-level data for West Bengal show 
the inverse relationship between farm 
size and produciivily to be stronger in 
the agriculmrally developed regions 
of ihe slate. A-I72 

The influence of price and non-price 
factors over total factor productivity 
in agriculture between 1966-67 
and 1989-90. _ A-165 


Foodgrains Demand 

Whether India will have a manageable 
ceieal demand in 2020 depends 
critically on what happens to the 
livestock sector. Rapid ecocioirac 
growth, patticulariy if accompanied by 
significant poverty reduction, wilt lead 
to etcalating demand for milk, eggs 
and meats, requiring changes in 
livestock production methods and 
much greater use of cereals for 
livestock feed. _ 


Export of Services 

Since the lervicei sector covers a boat 
of activities for whkh ihero may be 
no nodal organiaation and a nundter 
of govemmeni depam^is may be 
reaponaible for wpervtsiom an 
integrated approach is neetW for 
promotion of export of lervicea. 3319 


Water: Costs and Bmiefits 

Between 1980-81 and 1992-93 the 
supply cost of canal irrigation roae 
much faster than the income 
faenefiu. renecting the bidden 
costs of corruption and ioefTiciency 
in canal devdoptnent and 
adminiairatioa A-177 

Water maikets in north Bihar 
have developed aignificani depth 
and breadth, but they are higUy 
ineffkkm. generating large 
ntonopoly rents for pump 
owners._A-t83 


Planning for Oilseeds 

In planning for otlieedt, the 
emphasis needs to shift to new 
lomces, such as expanding palm 
oil cuittvation, exploiting ‘mtoor’ 
oilseeds and proceasing the 
by-products of vatioua 
agriculturat crops. A-HI 


Torture Convention 

India’s betaied dedtkm to aign foe 
VIN Conventkxi Agamii Torturo 
deserve! a single chem' and no 
more. The other two muat aanit 
mformabon on the condWaaa 
on which India ntifiea the 
Convemion. 33a0 














LETTERS TO EDITOR 


Naxalites and 
‘Constructive* Work 

I HAVE before me your editorial piece 
‘Noil-Serious Problems?' (November IS) 
and a booklet 30 Yean of Naxalbari (May 
1997). The two appear diametrically 
opposed. Most discerning intellectuals, at 
least in south India, are well aware of the 
constructive activity of the PWG in their 
areas of influence. Of course, the bulk of 
the national dailies black out such news and 
only focus on sensational military actions. 
Probably that is why you are unaware of 
what the facts really ate. I write this primarily 
to set right the facts. 

The abovementioned book, besides 
outlining a history of the movement, also 
gives a brief picture of the kind of develop¬ 
mental worfcand ‘constnictive’ activitybeing 
undertaken by the PWG. First, take literacy: 
The booklet outlines the emphasis paid to 
gel the schools set up by the government 
to tun efficiently. Where teachers are just 
not made available, the local peasant 
committees raise monthly funds from the 
villagers to employ a local to teach. Besides, 
every squad member is made literate within 
ayear. So also with health.Primaiily pressure 
is sought to be brought on the government 
bodies so that the local PHCs, etc, function 
better. Besides, every squad has a semi- 
trained doctor, who treats not only squad 
members, but also educates village youth in 
basic health care. Also, emphasis is given 
on fighting superstition, particularly in the 
sphere of health care, with the ‘Mahila 
Sangams’ takingthisasoneoftheirimportarn 
tasks. Even regarding hygiene, the boiling 
of water is encouraged to reduce the 
prevalence of stomach ailments. On the 
question of environmem too, the PWG has 
issued a total ban on the felling of trees, 
while making people aware of the 
environmental hazards of indiscriminate 
cutting. 

Now, when we turn to the development 
projects, we find that the repair and building 
of village roads, drainage, schools, water 
systenu and even a number of irrigation 
schemes have been undertaken. These have 
been wholly achieved through the 
‘shramdan’ of the villagers and by mobilis¬ 
ing local collections from each household. 
Such voluntary tappingofpeople’s initiative 
is only possible if the organisation has deep 
toots amongst the people. Such activity is 
inconceivable 1^ ttxMt NGOs or the CM's 
Janmabhoomi, which can achieve such 
projects only by pumping in vast sums of 
money, never through voluntary effort. 
Besides this, the village development com¬ 


mittees, set up by the potty and elected by 
the villagen, strictly supervise the imple¬ 
mentation of government schemes and 
projects. Now, unlike In other areas where 
the bulk of rural development funds are 
siphoned offby government officials and the 
rural elite, all funds reach the people. 

And, in addition to all this, credit societies 
have now been initiated and are spreading 
to new areas. The booklet gives an example 
of a credit society set up with seed capital 
mobilised through (i) shares, taken out by 
each household, (ii) a dorution of Rs I lakh 
by the patty, and (iii) confiscation of funds 
misapproprimed by some corrupt local offi¬ 
cials. The funds of this society were initially 
utilised for the purchase of fertilisers during 
each sowing season, charging a monthly 
interest of 1.5 per cem. With the growth of 
the corpus each year, a larger quantity of 
fertilisers was distributed to the villagers. 

In this short letter, it would not be posrible 
to outline all the constnictive activity of the 
PWG as presented in the booklet arid even 
in some newspaper reports. Suffice it to say 
that it was not fair nor correct for EPVf to 
pit the so-called ‘constructive’ work of 
the NGOs against the supposed lack of it 
by the PWG. 

As regards NGOs (except for a few that 
are involved in mobilising the masses) the 
bulk are involved in ‘non-ierious’, super¬ 
ficial activity, in which pleasing the demon 
(mostly foreign) takes precedence over real, 
deep work among the masses. This is not 
to deny that honest elemeiiu may exist 
amongst them, yet they are basically Utuc- 
tured around large funds, rich donore, 
excellent FR and beau ti fully prepared reports, 
and an elite (well paid) leadmhipeniploying 
'activists’ who give doles to the poor, llieir 
very structures necessitates that their work 
remains skin-deep, superficial...‘non- 
serious’. Besides, of late, the government 
has decided to utilise NOOs for many of its 
rural schemes. Thereby, many of these NGOs 
have de facto been turned into an informal 
wing of the government machinery. A 
question that does arise is why the NGOs 
should waXt to work in those areas where 
revolutionaries are active (and are already 
doing such work), when there are vast tracts 
ofbackward areas in which no revolutionaries 
are present. 

VsSAtrr Kale 

(Thennai 


Tehri Dam: Seeking 
Alternatives 

SUNDARLALBAHUOUNA.theGandhi« 
eovinwroemaliit, was once again on a (« 
to protest against the Tehri Dam Piuja 
(TDP).’The controveny over this proiject lu 
dtegged on for a long time and seven] expetti 
have expressed their opinion for and againa 
this project. Two experts’ committee 
appointed by the government are sii| 
flnalising their reports on this project 
However, for the most comprehensirt 
evaluation in a single report we irarst sul 
look at the report of the Environmeg 
Appraisal Conunittee (EAC) (Rivn- Valle 
Projects) of the ministry of environment an 
forBsa.iubmltted tothe govetnmeuof lixfi 
in 1990. After an exhaustive evalualion o 
allaspecuofthii project this committee ht 
clearly recommended against tbi 
continuation of TDP. 

This conclusion will be furthe 
sttertgthenedifwelookat’TDPnotinisolaiia 
but as a part of the series of medium ao 
big projects which are planned on Gangau 
Yamuna riven in the Uttarakhand 
Some of the baneful aspects of'TDP 
prompted the EAC’i stand against t 
project get accentuated if we keep in mii 
the other big dam projecu which are 
likely to follow once the more controvi 
TDPis cleared. Thegovenunem will be 
advised to give up TDP in its present fc 
atrd instead look at the alternatives to 
project recommended by the late Vii 
Dun Saklani, who was the chaiipetson 
the anti-Tehri dam struggle committee, 
by experts like V S Valdiya and S P Nauti; 
liKse alternatives strive to realise 
benefits of hydel power through i series 
smaller proj^ which avoid dispii 
on a large scale and alio avoid 
hazards and risks such as those asioci: 
with TDP. 

If our englneen are clearly given 
objective of ‘development withi 
destruction’, i e, pnrjects which nttnn 
ecological risks and social tension, the) 
no doubt rise to the occasion atxi 
such projects. It is time for policy-m 
toglvethm acleardrectionsotiMtproli 
controversies like TDP can be avokht^ 
Bhaeat 

New Delhi 
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Economic and PolUicai Weekly wishes its renden n very happy New Year. 
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Thoughtless Forays 


T he exit of T N Seshan, former chief election com¬ 
missioner, has done little by way of ensuring a balance 
between the Election Commission and the political parties 
on its register. From being, by and large, a political instrument 
of the Congress Party the EC transformed itself under Seshan 
into an arbitrary body which, in pursuit of publicity, sought 
to enlatge its scope by dictating terms in excess of statutory 
stipulations, in the process inviting Judicial and political 
restraint. Such restraints of the past appear not to have had 
any limiting effect on the expam^ commission, if its recent 
guidelines and injunctions are any indication. It is indeed 
ironical that a commission that has consistently failed to 
evolve democratic norms of internal functioning, leading to 
comic spectacles of the kind that recently had to be resolved 
through the president’s intervention, should feel justified in 
enforcing on parties the practice of its ow n feeble formulation 
nf the principles of political democracy. 

Reasonable regulation requires the confinement of the 
regulatory authority within its designated sphere of 
competence. The EC's threat to the Shiv Sena of withdrawal 
of iu registration if the party failed to hold internal elections 
and the latter's facetious response of going through the 
charade of a body appointed by Bal Thackeray 'electing' him 
president for life have ramifications that advert substantively 
to the commission’s sphere of competence and the appropriate 
degree of intervention that is warranted in the internal matters 
of parties registered with it The principle of transitivity that 
underlies the argument proffer^ by the commission that 
internal democracy within individual parties will somehow 
translate, in the aggregate, into more generalised democratic 
conduct has no basis in the realities of at least the Indian polity. 
But even if the argument is conceded, the grounds on which 
a registered party is compelled to undertake, in the name of 
democracy, an exercise for which no provision exists in its 
wn constitution is surely open to question, especially when 
ihe compliance of that constitution with the requirements of 
dw Representation of the People Act was so obviously to 
dw EC's satisfaction at the lime of the party’s registration. 
Begulatoiy intervention cannot be stretched, through too 
enerous an interpretation of statutory provisions, to a point 
^here the EC beromes the principal directing agency of a 
P«ty. After all Section 29A(5) of the Rcpitsentttion of the 
Act requires parties to pledge that "they shall bear 
due faith and a]legiance’'to, among other things, “the principle 

of socialism, secularism and democracy", a pledge which is 
riiualistically inscribed in the constitutions of all the registered 
forties without making the least difference to their actual 
Iductioe, The Shiv Sena's hostility to all three principles is 
otplicit in the of its government, the intemperance 


of its newspaper and in the lumpenism of iu cadre. With 
the EC displaying such haste in tbseatening to penalise a party 
for not performing what is not requited of it by its constitution, 
consistency of action will require the commission to pursue 
as vigorously the contravention by the party of is 
required of it by its constitution. 

Aside from the principles involved in executive intervention, 
the EC cannot evade consideration of the sham presented to 
it by the Shiv Sena. Should it accept the 'election' of Bal 
Thackeray as president for life, it will have acknowledged 
that its intervention, ostensih!, on so lofty a principle, served 
no purpose save that of recognising that particular farce as 
a legitimate practice within the commission's definition of 
democracy. On the other hand, a refusal to recognise the 
election as valid will not only leave the commission open 
to the charge of duplicity, having already found the blatantly 
rigged elections in the Congres.s(I) and JD to be in order, 
but will, by way of rectification, call for further intnuion 
into inner party matters, a task which, requiring as it does 
the prior determination of the extent to which intervmion 
can be made without degenerating into interference, so ham- 
haiKled a commission is clearly unequal to performing. 

The EC's inadequate grasp of the statutory provisions 
relating to iu functioning is equally evident in some of iu 
other pronouncements, which involve dereliction more than 
they do arrogation. The EC has decided that it will not 
register any new party between the announcement of the 
election schedule and the date of announcement of resulU, 
a decision that would have been understandable if the 
commission had offered as justification its preoccupation 
with conducting elections. However, the decision appears 
to lie within an entirely different context. It is the EC’s 
contention that it will not recognise splits in parties during 
this period, that the breakaway faction of a party will have 
to move the speaker of the house to cstabli^ that the split 
is not in violation of the anti-defection law - the purpoM 
of the entire exercise evidently being to curb defeettoos. 

The commission's agitation on the issue of defection is 
no doubt admirable, but it surely could have refrained from 
coining legal absurdities. Defections are no official concern 
ofthecommission. More importantly,thespeaker’saulhority 
is coterminous with the life and limits of the house and 
jurisdktkm under the anti-defection law is only in respect 
ofthe legislature party. The house has been dissolved, there 
is neither a speaker nor are there legislature parties, and the 
10th Schedule cannot be contravened in these circumstances. 
A split at this juncture cannot by definition invd ve defections 
and the speaker of the 12th Lok Sabha can ohvioudy have no 
jurisdktkn over events that precede the coraiiluliQn oftehouK. 
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PHARMACEUTICALS 

Cosmetic Cuts 

IN reducing the prices of some 110 dregs, 
on the basis of reduction of the ceiling prices 
of bulk dregs, the National Pharmaceutical 
Pricing Authority (NPPA) in its first 
significant action has certainly scored 
brownie points: but just how much of an 
impact will this have on the overall and 
sharply rising public/private expenditure on 
medicines and therefurc on health care? 

The NPPA, it may be recalled, was set up 
with the blessings of the industry - which 
saw it as a one-point autonomous referee 
especially on dreg prices - and some obvious 
even if not articulated resistance from the 
ministry mandarins whose limits of authority 
were willy-nilly curtailed. The industry has 
sought to present the NPPA with a three- 
point charter on how drug prices should be 
determined and had hoped that the number 
of drugs whose prices were ‘controlled’ 
would be brought down. More recently, it 
had brazenly i.ssucd a well-couched threat 
to the government: industry would supply 
dregs to the public health programmes at the 
current prices, considered ‘uneconomic' by 
it, if and only if the government would let 
the industry set its own paces for a wide 
range of drugs. Gi ven that the state-sponsored 
health programmes are shrinking steadily, 
this is a rather spindly carrcH. Neverthetess, 
the drug industry obviously expected that at 
least some of its demands would be mel. 

Within days of the meeting between the 
government and industry, however, the 
NPPA announced that it was reducing the 
prices of 72 retail dregs including vitamins, 
analgesics and antibiotics. The NPPA 
justified these cuts on the ground that these 
retail dregs contained one or more bulk 
dregs under pricccontrol and that the industry 
had made use of loopholes to derive formu- 
Itf ions which had so far escaped control. The 
cuts ranged from lb per cent to 0.17 per cent. 
In a week's time the prices of another 34 
dregs were revised downwards while those 
of IS dregs, among them liquid purified 
insulin, were allowed to be rais^. The 
industry's expected and prompt reaction was 
to protest against the cuts. Many large 
multinationals, such as Hoechst Marion. 
Roussel Boots/Knoll, Glaxo Wyeth Labs 
Rallis, Themis and Searle. claim^ to have 
been severely affected by the price cuts. It 
has now dnided to petition the ‘right 
authority’ against the price revisions, though 
what that authoriiy is hffi ml been determined. 
For the NPPA which had been constituted 
to function as a reference point and arbitrator 
of such disputes has in the present instance 
itself been the author of the price cuts. 

While the fact that the NPPA has swung 
into action at last is laudable, it needs to be 
pointed out that the price cuts affect mostly 
older drugs some of which have been replaced 
newer antibiotics and some ochen have 


actually been banned in several countriei 
because there are safer and more effective 
dregs available. One such drug is analgiD 
which even the govenunent's own Dreg 
Technical Advisory Boordhadrecommended 
be banned. While the NPPA’s exercise of 
fully implementing the price control order 
by reckoning the prices of retail drugs on 
the basis of the controlled prices of bulk 
dmgs was necessary, it comes much too late. 
And if the NPPA is to be more than a techni¬ 
cal body wholly immersed in drug price 
calculations, its chairman will need to 
reinterpret its agenda to include larger 
objectives. 

GUJARAT 

BJP’s Chance 

BY getting the Gujarat assembly dissolved 
and paving the way for fresh assembly 
elections to be held along with the mid-term 
Lok Sabha polls, Shankersinh Waghela has, 
in a bold gamble, staked the future of his 
Rashtriya Janata Party (RJP). But Waghela’s 
hope that his party wilt be able to play a 
bigger and more independent role in the 
stale’s politics, relatively free from the 
Congress shackles, following the elections 
is likely to be disappointed. His calculation 
that the RJP will gain In strength is based 
on the exaggerated assessment that its 
14-odd months’ stint in power has made 
the RJP popular enough to decimate the 
Congress on the one hand and check the 
Bharatiya Janata Party |BJP) on the other. 

The first part of the inoposition may largely 
materialise since the policies and the 
programmes of the RJP have consistently 
targeted the Congress base in the state. 
Moreover, at least four out of the 10 seats 
won by the Congress in the Iasi Lok Sabha 
elections could be credited to the determined 
efforts of a section within the BJP to defeat 
pro-Waghela candidates of their own party. 
Further, Waghela who avenged his humi¬ 
liation in the BJP by splitting the party, is 
now equally vengeful towards the Congress 
for having dislodged him from the chief 
ministership. In fact. Waghela's objective is 
to cut the Congress down to size by forcing 
it to face the electorate and thus secure for 
himself a stronger bargaining position 
vis-a-vis thc^!Yingiess in the post-election 
scenario. 

But how far will Waghela’s game plan 
upset the BJP’s apple-cart? The partiitg of 
Atnuram Patel with 16 MLAs from the RJP 
to rejoin the ranks of the BJP has briglMened 
the BJP's prospects. Also, following the 
nationwide trend, defectkms from the Con¬ 
gress, especially of members belongiitg to 
the Janata Dal (Gujarat) faction who have 
always remained loosely assimilated into the 
party, cannot be niled out. Thus Waghela's 
move to force simultaiieous Lok Sabha and 
assembly elections might trigger off an 
exodus to the BJP. Ftirthermore. contrary to 


Waghela's cakalatlon, the generd sentiiDeni 
anong the peopie in tevour of a stable 
govemmenl may work in favour of the BJP 
in the state no less than at the centre. In 
fact, the constant squabUing between the 
RJPandtheCYHigreu can hardly have been 
reassuring to the people as regards the RJP’i 
ability to provide a stable allenwtive to BJP 
rule. Waghela's decision to force assembly 
polls may thus have actually opened up a 
come back trail for the BJP in Gujarat. 

FOREIGN POLICY 

Less than ‘Strategic* i 

A correspondent writes: 

EVER since the expression 'strategic 
partnership* was used in what has come lo 
be known as the ‘Red Port declaration', ilm 
is, the joint communique signed by president 
Nelson Mandela and the then prime minister 
Deve Gowda during presid^ Mandela'i 
state visit to India in March this year, the 
ofTtcial Indian perception as projected in 
public seenu lo be that this invests India- 
South Africa relations with a special 
significance, going well beyond the usual 
affirmations of mutual friendship. 

No wonder then that the phrase resoiuued ’ 
frequently in official briefings during prime 
minister Inder Kumar Gujial’s visit to South 
Africa last month. It figured twice in the 
rather less grandiosely described ‘joint press 
statement' released at the end of the formal 
talks in Cape Town. The prime minister's 
visit, the statement said, served to give 
*Yoncretc shape to the concept of a 'strategic 
partnership' between the two countries”. 

Clearly, this ‘strat^ic partnership' that 
India envisages with South Africa is 
something special, something that India has 
forged only with South Africa. Equally 
special, in India's perspective, is the India- 
^Ih Africa Joint Commission, a stnictuie 
which preceded the articulation of this 
‘strategic partnership', which will serve lo 
give a ‘concrete shape' to the envisaged 
“multkliincnsional political, developmental, 
economic, commercial, defence and cultural 
links" between the two countries. 

For South Africa, however, there is no 
exclusivity in its relations with India or even 
in the concept of a ‘strategic partnership'. 
The phrase iw been used in South Afnean 
political discourse to describe its relations 

with several other friendly coimirics 05 well 

Indeed, while both South Africa and India 
attach the highest impoitance to the India- 
South Africa Joint Commiiskm. one has 
always had the feeling that it Is India which 
is the more importunate partner in thh 

relatioiuhip while South Africa, u the more 

compliisant partner, Mill hot many other 
admirers it can pick and choose from. 

Structurally, too, there are impoitant 
difrerences. While the India-South Afnes 
Joint Commission is at the ministerial level, 
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oudi Africa hai a decidedly higher Mructured 
sladoiuhip with the US and Germany in the 
xm of Binational Gmimiuiont for whose 
nnual sittings the deputy president Thabo 
Ibeki (poised to succeed Mandela as 
resident of the ANC next month and almost 
ertainly the country’s next president) has 
een ieadinga very high-powerad ministerial 
elegttion. 

These nuances in South Africa’s relations 
ith friendly foreign countries with which 
has forged some kind of a special 
dationship were evident during question 
our in the National Assembly recently, 
itiswering a question seeking details about 
outh Africa’s bilateral ceiations with friendly 
uintries, the foreign minister, Alfred Nzo. 
lid that South Africa had in place two 
inatkmal Commissions, with die US and 
lermany. These were headed by the 'highest 
secutive authority' - a tacit acknowledge- 
Kiit (if it were needed) of the authority that 
habo Mbeki, wbo leads the large South 
.frican ministerial delegations to the annual 
lectings of these Binational Commissions, 
w wields. South AfricaaJsohadesiablishcd 
lint Commissions ‘predominantly at the 
linisterial level’ with 11 othercountnes, the 
xeign minister added. 

Even more nuanced, indeed concentrically 
), was the order of the listing of the 11 
Mintries with which South Africa has 
slablished such Joint Commissions: 
imbabwe, Mozambique, Egypt, Tunisia, 
orocco, Algeria, Israel, Palestine, Iran, 
idia and Australia. First, two neighbours 
I the Southern African region; next four 
luntries in North Africa every one of which 
sd provided political and material assistance 
I the ANC and the liberation struggle (as 
idia had done); next, three countries in west 
sia where South Africa has profound 
nitegic interests, particularly Iran on which 
le new South Africa depends, as much as 
le apartheid regime did, for crucial oil 
ipplies; then India and last Australia, 
la ihon the 'strategic partnership' (hot 
)th countries envisage will continue to be 
orked by importuning on the part of India 
id a measure of complaisance on pan of 
3uth Africa for the foreseeable future. 

ARNATAKA 

Managerial Pluses 

'll pertiapi to underiine a very evident fact, 
Ji k it not so much the popular appeal or 
en the organisational efficiency of the 
.Paa the organisational failureof the Janata 
at and the Cofigtestd) as political parties 
Mch will make the difTetence in KamMaka 
the coming elections. More than anywhere 
M, the JD began its career in power in this 
He on a high note and a reputation as a 
iny committed to rttming up the democratic 
)liiy. All that was short-lived and interna) 
uda and inter-perianal tensions put paid 
tay consrdidatkin of the good h^inning. 


Today, even though it is in power, it presents 
a poor challenge to any new force. 

This is not only b^ausc of its poor 
performance at the centre. Even the 
unspectacular rule of chief minister Patel 
would not in itself perhaps make an impact, 
if the party decided to sink the differences 
among its leaden and tried to gather around 
it groups and sections which have become 
alienated from it. So far at least, there is no 
sign that this wisdom has dawned on either 
the state or the central JD. 

A significant fall-out of this arrogant 
nonchalance is the increasing marginalisation 
of union textile minister R L Jalappa. To 
date he has not been included in any of the 
important newly constituted party panels, 
reportedly due to DeveGowda’s intervention. 
Unfortunately for the party, this has prompted 
.'tome speculation that J^appa may not be 
willing to contest the coming election or 
even take an active part in the campaigning. 
And this would be a grave loss for the JD. 
Jalappa, it may be recalled, won by a telling 
margin in the Chickballapur seat, a CTongress 
stronghold. He is also a leader of Ihe back¬ 
ward classes and is reputed to be an efficient 
administrator. With the grave dearth of the 
latter quality in the JD’s election line-up this 
lime, he would be a useful leader to have 
around. 

The Congress(I) has of course been long 
reduced to insignifletmee in Ihe slate. While 
Ramakrishna Hegde has been making 
overtures to the Congress through the central 
leadership, Ihe state Congress leaders, 
particularly the side unit head Dharam Singh, 
the leader of the apposition in the assembly 
Mallikaijuna Kharge and the leader of tte 
opposition in the council H K Patil ate less 
than keen to suffer such an arrangement. 
Again, the combination of Lok Shakti with 


the Congress will probably liven up the 
prospects of the Congress in the stale. With 
the departure of Bangarappa, who 
incidentally is turning out to be the ctincni 
political 'untouchable' in the slate, and the 
sidelining of leaders like CKJaBerSharief 
and S M Kri.shna, former ministers who have 
a consi dcrabic mass base, the prospects seem 
dim for the parly. Moreover, the Ckmgrcss 
still lacks a strong lingayat or for that ipatter 
vokkaliga presence. After the sacking of 
Vecrendra Patil as chief minister in 1990, 
these two influential communities do not 
form the consolidated votc-bank they did for 
the party m the past. 

In this scenario there is no doubt that the 
BiP is on a strung wicket '''ovided it can 
forge the right electoral aUances, which 
would be with Hegde's Lok .Shakti. It is not 
at all surpnsing then that Ihc Hegde factor 
i.s considered so significant The BJP too 
has had problems within Ijic party. Last 
month's election of B S Yediyurappa as 
party president over council member M R 
Tanga has created some tensions. 
Yed.yurappa belongs lo thox in the BJP 
who share an RS.S background and who have 
been able to thwart thr rise of those who are 
not so connected. However, Yediyurappa 
has been credited with the electoral gains the 
party has made within the state- Typically, 
and unlike m the other two parties, this fact 
has been instrumental in diffusing tensioiu 
ai least temporarily And it is unlikely that 
whatever the antipathies, they will become 
evident iiithc crucial couple of monthsahead. 
In an eleciion where everyone is groping for 
issues and manufaciunng some, it is this 
single-mmded dcieiminaiion lo head the 
government in Delhi which sets the BJP 
apart and is an especially critical factor in 
the south, including Karnataka. 
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Variation (Per Cent): Poiat-to-Point 


Induslrial Workers (I982=I(X)) 

Uiban Non-Mon Emp (1984-85= I (W) 

Agri Lab (1986-87=100) (Unk factor S.89) 



Money and Banking (Rs crore) 


Money Supply (Mj) 

Ctunocy with Public 
Deposits with Bonks 
Net Bank Credit to Govt 
Bank Credit to Comml Sector 
Net Foreign Exdiaote Assets 
Reserve Money (Doc S) 

Net RBI Credit to Cbnre (Dec .5) 

RBI Credit to BksCbmm Sect (Dec .5) 
Scheduled Oxnitiercial Banks (Dec 5) 
Deposits 
Advances 

Non-Food Advances 
Investments 


Nov 21, 
1997 ■ 


Viriation 
Fiscal Year So Far 


Over Month Over Year 


1996-97 1993-96 1994-95 


10749(1.4) 

.7342(2.4) 

5960(1.0) 

4843(1.5) 

1120(0.3) 

- 886 (- 0 . 8 ) 

-5998(-2,8) 

140.5(1.2) 

201(1.5) 


113782(17.5) 

14887(11.5) 

I002.55(I9..3) 

37408(13.3) 

39578(11.4) 

22521(24.1) 

15070(7,9) 

-4738{-3.7) 

1.359(10.9) 


67633(9.7) 
11.521(8.7) 
54307(9.6) 
29868(10.3) 
12589(3.4) 
12957(12 6) 
6382(3.2) 
1854(1.5) 
524(4.0) 


.50027(8.3) 

10809(9.1) 

36159(7.5) 

23498(9.1) 

3718(1.1) 

11209(13.6) 

-3IOO(-l.6) 

8526(7.2) 

-t6392(-569) 


96176(15.9) 

14175(12.0) 

82107(17.0) 

310.38(12.0) 

30706(8.9) 

20773(25,3) 

5587(2,9) 

1934(1.6) 

-IS.5.57(-540) 


72581(13.7) 

I75T7(I7J) 

55042(12.9) 

35360(15.9) 

51925(17.7) 

3109(3.9) 

25176(14.9) 

I9855(a).l) 

8747(436) 


97019(22.3) 
18380(22.31 
77781(22.21 
18501(9.1) 
54949(23 I) 
24420(44.7) 
30610(22.1) 
2130(2.21 
8067(672) 


559069 7610(1.4) 89793(19.1) 5.3470(10.6) 3.5457(8.2) 71780(16.5) 46960(12.1) 71726(22.8) 

287974 1988(0.7) 30221(11.7) 9573(3.4) 3738(1.5) 24387(9.6) 42453(20.1) 47144(28.7) 

276)28 883(0.3) 27148(10.9) 5324(2.0) 4756(1.9) 26580(10.9) 44938(22.5) 45776(29.8) 

221107 -97(neg) 37299(20.3) 30594(16.1) 19026(11.5) 25731(15.6) 15529(10.4) 16731(12.6) 


Macio-EcananricAggRgMai(Rscrore) l996-97«> 1995-% 1994-95 


GDP at factor costal 1980-81 prices 
(Percent increase) 

ODS a curreniprices 
(Percent of GDP) 

OCP at curreoi prices 
(Percent of (JDP) 


292818 274209 256095 
(6.8) (7.1) (7.2) 

na 276616 237385 
(26.0) (25.2) (24.9) 

na 300760 247804 
(27.0) (27.4) (26.0) 


GDP: Cross Domestic Prodoa CDS: Gross Domestic Soving 


1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

238864 

225268 

213983 

212253 

201453 

(6.0) 

(5.3) 

(0.8) 

(5.4) 

(6.9) 

186224 

155433 

140737 

129998 

102370 

(23.0) 

(22.0) 

(22.8) 

(24.3) 

(22.4) 

191498 

169549 

144113 

148195 

114649 

(23.6) 

(24.0) 

(23.4) 

(27.7) 

(25.1) 

(X:F: Grou Capital Fonnation 

aEstimaied 


1988-89 1987-88 


Capital Market 1997 Ago 


BSE Sensitive Index (1978-79=100) 3.541(16.6) 3455 

BSE-100 (1983-84=100) 1536(15.0) 1498 

BSE-200 (1989-90=100) .342(14.4) 338 

NSE-SO (Nov 3. 1995=1000) 1028(19.4) 988 

Sfcindia ODR Index (Jan 2. 1993=1000) 865 881 


Year 1997-98 ^ Fa r 
Ago Trough Peak ’ 


3036(neg) 3329 4548 
lB36(-4.8) 1449 1980 
299(-2.8) 325 440 

861 965 1293 

na 800 1320 


EndofBical Y 


Foreign Trade 


October 

1997 


Exports: Ri crore 
USSma 
Imports; Rs crore 
USS mn 

Non-POL US S ma 
Balance of Trade: Rtcrore 


USSmn -190 


1997-98 


7151.5(7.1) 

19884(5.0) 

81141(7.7) 

22561(5.6) 

17838(10.6) 

-%26 

-2677 


Sofk_ 

l9%-97 


1996-97 


2745 4069 
1217 1843 
273 413 

788 11% 
673 1165 


1995 % 


3361 (-0.2) 
1464<-3.S) 
328(-S.0) 
9611 
930(-4.4) 


1994-95 


3367(3.3) 326I(-I3.7) 
I349(-3J) I606(-I2.2) 
345 (-6.3) 368(-l8.2) 

973(-4).6) 979 


66776(20.0) 117523(10.5) 106353(28.6) 82674(18.5) 
18940(9.4) 33106(4.1) 31797(20.8) 26330(18.4) 

73324(16.2) 136844(11.6) 122678(36.3) 89971 (23.1) 
21364(5.9) 38548(3.1) 36678(28.0) 28654(22.9) 


l6ISI(-0.7) 

-8548 

-2424 


2893l(-I.O) 

-19319 

-3442 


29214(28.3) 22727 (29.5) 


-16325 

-4881 


1993-94 


69731(29.9) 

22238(20.0) 

73101(13.3) 

23306(6.3) 

17552(11.2) 

-3350 

-1068 


53688(21.91 

I8537(.3.8) 

63375(32.41 

21882(12.71 

15782(12.3) 

-%li7 

-3345 


Foreign Ex ch a n ge 
RcKTvei (excluding gold) 


scrore 

USSmn 


Dec 12, 

Dec 1.3. 

Mar 31. 

1997 

1996 

1997 

tmzm 

KOrjra 


23881 

19460 

22369 


EH 


1996-97 1995-96 1994-95 1993-94 


Ago 

Ago 

1997-98 

Kin 



-2133 

4421 

1512 
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Industrial Production 

ladni Nuilim of lodwtrlal 

Weight 


Half YeKiv Variation 







IVwencilMii M^far Gmae* 


1997-98 

1996-97 

1995-96 

1996-97 

1995-% 

1994-95 

1993-94 

1992-93 

(1980-8N100) 


Apr-Sep 

Oct-Mar Apr-Sep 

Oct-Msr Apr-Sep 






Geaenl Index 

100.00 

307.5 

316.8 

293.6 

303.3 

265.2 

305.2 

283.6 

253 7 

232.0 

218.9 



(4.7) 

(4.5) 

(10.7) 

(11.5) 

(12.7) 

(7.6) 

(11 8) 

(9.4) 

(6.0) 

(2J) 

Mbung and quarrying 

11.46 

259.9 

294.0 

245.3 

291.8 

242.8 

269.7 

267.3 

248.8 

231.5 

223.7 



(6.0) 

(1.0) 

(1.0) 

(4.5) 

(11.2) 

(0.9) 

(7.4) 

(7.5) 

(3.5) 

(0.5) 

Manufacturing 

77.11 

305.6 

313.4 

293.5 

298.6 

258.4 

303.4 

277.6 

245.4 

223.5 

210.7 



(4.1) 

(9.5) 

(13.6) 

(13.7) 

(13.3) 

(9.3) 

(13.1) 

(9.8) 

(6.1) 

(2.2) 

Electricity 

11.43 

367.6 

362.7 

343.0 

346.6 

333.6 

.352.9 

340.) 

3146 

290.0 

269 9 



(7.2) 

(4.7) 

(2.8) 

(5.5) 

(11.0) 

(3.8) 

(8.1) 

(8.-5) 

(7.4) 

(5.0) 

1 Index Nanbcn ef Induetrlet ProductloD: 











Ok Baaed ClnaaUlcalleii 












Baiic foodt intfauitict 

39.42 

322.9 

329.8 

301.0 

304.1 

279 0 

.315.0 

291 4 

2690 

2.54 9 

232 9 



(7.3) 

(8.5) 

(7.9) 

(5 0) 

(I2..3) 

(8.1) 

(8.3) 

(5.6) 

(9.4) 

(2.6) 

Capital goods industries 

16.43 

385.0 

425.6 

384.9 

422.1 

328 1 

405 2 

375 6 

318.8 

255 4 

266 4 



(0.0) 

(0.8) 

(17.3) 

(20.7) 

tl4.l) 

(7.8) 

(17,9) 

(24,8) 

(-4.1) 

(-01) 

Intennedisie goods industries 

20.51 

273.7 

260.6 

256.0 

244.9 

225,7 

258.3 

234 5 

2M.4 

203.9 

182 6 



(6.9) 

(6.4) 

(13.4) 

(14.0) 

(8.5) 

(10 1) 

(10 9) 

(3.2) 

(11.7) 

(5.4) 

Caasumer goods industries 

23.65 

257.1 

269.5 

250.4 

266.9 

232.5 

259.9 

248.6 

219.6 

202.0 

194.2 



(2.7) 

(1.0) 

(7.7) 

(11.8) 

(16-0) 

(4.5) 

(1.3.3) 

(8 7) 

(4.0) 

(1.8) 

a Consumer durabies 

2.5.3 

605.5 

606.7 

561.2 

607.4 

500.2 

.583 9 

554 2 

407.2 

369.4 

318 1 



(7.9) 

(-0.1) 

(12.2) 

(39.6) 

(31.9) 

(S-Ji 

(36 1) 

(10.2) 

(16.1) 

(-0.8) 

b Consumer non-dumMes 

21.10 

215.0 

228.7 

212.8 

225.8 

200.4 

220 7 

211 7 

1968 

I8I.7 

179.3 



(1.0) 

(I..3) 

(6 2) 

(5.1) 

(12 1) 

(4.3) 

(7.5) 

(8.3) 

(1.4) 

(2.4) 

1 lades Nttmbcif ef ladustrisl ProtecUoatGroupwlec 










Code No 












20-21 Psod piDductt 

5.33 

157.2 

246.1 

181.9 

261.7 

153.3 

2140 

207 4 

181 7 

160.0 

175 7 



(136) 

(-6.0) 

(18.6) 

(7.3) 

(28.3) 

(3.2) 

(141) 

(13.6) 

(-8.7) 

(•IS) 

22 Beverages, tobacco and 

I..57 

19.5.1 

186.2 

181.6 

164.4 

157 3 

184.3 

1608 

134.8 

137.8 

II3.7 

tobacco praducti 


(7.4) 

(1.3 2) 

(15.5) 

(2g..5) 

(II.O) 

(14.5) 

(19.3) 

(-2.2) 

(2U) 

(6.0) 

23 Cotton textiles ^ 

12.31 

20.3 1 

187.6 

18.5.2 

161.5 

157.7 

186 4 

159.5 

155 8 

160.5 

150.1 



(9.7) 

(16.1) 

(17.5) 

(2.9) 

(1.9) 

(16.9) 

(2,4) 

(-2.9) 

(6.9) 

(8.0) 

2S Jute, hemp and mesta 

2,00 

94.3 

105.8 

85.9 

96.8 

88.4 

95.8 

92,6 

91.5 

103.2 

87.0 

textiles 


(9.8) 

(9.3) 

( 2.9) 

(-3.1) 

(9.2) 

(3.5) 

(1 2) 

(-11.3) 

(18.6) 

(-4.2) 

26 Other textiles (inci wearing 

0 82 

88 6 

99.2 

908 

93.1 

86.3 

95 0 

Sv 7 

78 6 

73 4 

75 8 

^ipaiei other than footwear 


(-2.5) 

(6.5) 

(3.3) 

(18.0) 

(lO.I) 

(5 9) 

(14 0) 

(7 1) 

(-3.2) 

(-22.0) 

27 Wood and wood products, 

0.45 

225.8 

218.8 

246,6 

242.2 

2.37.6 

2.12.7 

239.9 

205 5 

199.3 

190.5 

funutniei and fixtures 


(-8.5) 

(-9.6) 

(3.8) 

(14.2) 

(19.4) 

(-3 0) 

(16 7) 

(.3.1) 

(4 6) 

(3.0) 

28 ftper and paper products 

3.23 

.321.4 

.314.0 

.310.1 

273.6 

284.0 

312.0 

278.8 

2.58.1 

224.8 

210 9 

■ad priating and pubiiitung 


(.3,6) 

(14.8) 

(9.2) 

(2.1) 

(14.4) 

(11.9) 

(8 0) 

(14,8) 

(6.6) 

(3 9) 

and allied industries 












29 Leather aad leather production 

0.49 

229.6 

221.5 

244.4 

226 4 

228.5 

2.32 9 

227 5 

211 9 

204..3 

1877 



(-6.0) 

(-2.2) 

(7 0) 

(8.8) 

(6.0) 

(2.4) 

(7 3' 

(.3.7) 

(8.8) 

(3.5) 

30 Rubber, pUstic, petroleum 

4.00 

206.9 

208.3 

206.3 

198.6 

194.4 

207.3 

196.5 

IH2 1 

176 4 

174.6 

and coel producti 


(0.3) 

(4.9) 

(6.1) 

(8 8) 

(7 0) 

(5.5) 

(7 9) 

(.3.2) 

(1.0) 

(IS) 

31 Chemicala and chemical 

12.31 

.393.7 

369.7 

.357.4 

.37.3.3 

.346.2 

363 5 

3.59 7 

326.3 

297 9 

276 9 

products except products 


(10.2) 

(-1.0) 

(.3.2) 

(10 8) 

(9.6) 

(1.1) 

(10.3) 

(9,5) 

(7.6) 

(6.0) 

of petroleum snd coni 












32 Non-meiallic nuneiul 

3.00 

304.5 

299.8 

272.8 

269.7 

258 9 

286.3 

264 3 

236.0 

218.5 

209.0 

prodnets 


(11.6) 

(11.2) 

(5.4) 

(9.2) 

(1.3.0) 

(8.3) 

(12.0) 

(8 0) 

(4.6) 

(1.8) 

33 Basic metal md alloys 

9.80 

299 1 

305.2 

298.9 

232.4 

217.8 

.302 0 

2r5.1 

214.5 

224.2 

168.5 



(0.1) 

(.31.2) 

(.37.2) 

(•0.2) 

(II.1) 

(.34.2) 

(4.9) 

(•4..3) 

(.33.1) 

(0.4) 

34 Metal nroducis and pans except 

2.29 

178 3 

180.7 

176.2 

185.5 

16.3.1 

178.4 

175.3 

148.7 

126.5 

124 6 

1 iwrhiwfy mmI (miipoct cquiiMneiil 

(1.2) 

(-2 6) 

(6.7) 

(19.7) 

(1.3.9) 

(1.8) 

(17.9) 

(I7..5) 

(1.6) 

(-64) 

33 MacMaety, nmebine tools and 

6.24 

2.50.1 

2.56,9 

246.1 

268.6 

2.34 5 

251.5 

251 5 

206.9 

189.2 

im 

parts except electrical modunety 


(1.6) 

(■4..3) 

(4.9) 

(16.2) 

(28 4) 

(0.0) 

(21.6) 

(9,4) 

(4.4) 

(-12) 

36 Blectiical niediincty 

5.78 

7.56.2 

808.0 

746.8 

845.5 

615.7 

777.4 

7.30,6 

6099 

460.1 

483.6 

appaniiit, appfianoes snd 


(1 .3) 

(-4 4) 

(21.3) 

(28.3) 

(9.8) 

(6 4) 

(19.8) 

(32.6) 

(-4.9) 

(-2.0) 

supplies and parts 

37 Tnmsport ettalpnai and 

6.39 

,3.34.1 

.379,9 

333.5 

322.9 

269,2 

356.7 

296.1 

239.2 

211.2 

200.6 

parts 


(0.2) 

(17.7) 

(23.9) 

(24.5) 

(23.0) 

(20.5) 

(23.8) 

(I3J) 

15.3) 

(5.0) 

3S Othm manelacluiing 

0.90 

293.3 

.302.1 

263.8 

.313.3 

285.2 

282.9 

299 3 

269 6 

267.0 

281.3 

indurtriss 


(11.3) 

(-3.6) 

(-7.5) 

(7.7) 

(14.9) 

(■5 5) 

(II.U) 

(10) 

(-5.1) 

(4.2) 


Mmkj; a) Tiwwrrirt MunenU deaoM moMli lo which figim iHwet. e t. tiitieiirripi 2 UMdt for Febntai>. (ii) FiguTM in bnctai ate pereemaie 
VMi«kMU^lhepeiWipMlkdoraverlliecimip«abteperkidofUiepievioiii]rev. m: noi ivmIiMc Mg MgltgiMe. • Mdwgni 
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COMPANIES 


EPW Rocarch Foondatioi] 


ARVIND MILLS 

Capacity Expansion 

THE country's laigest denim fabric and 
garment producer, Arvind Mills saw a mixed 
performance in 1996-97. Whilenct sales and 
value of production improved by 22.9 per 
cent and 22 per cent, respectively, the 
company's net profit declin^ by 30.6 per 
cent over the previous year. This despite 
a 30.S percent increase in its operating profit 
during the same period. 

The main reason for the fall in the 
company’s bottomline was a Rs 48.4 crore 
adjustment following a change in the com¬ 
pany's accounting policy. Prior to 1996-97, 
expenditure such as retrenchment compen¬ 
sation to workers and staff on implementation 
of the modernisation programme and 
voluntary ictirement scheme, technical know¬ 
how, technical audit and consultancy fees, 
and launch of new products were written off 
over a period of five years. However, during 
the year under review the company decided 
to charge all such expenses (except expenses 
on promotion of new products and new 
braridsincurredafterApril I, I996)inthe year 
in which they are incurred. Accordingly, the 
expenses not written off up to Match 31, 
1996 were also written off. But for this extra¬ 
ordinary charge, the company's net profit 
would have been higher by the said amount. 

The prices of cotton, the main raw material 
for the company, fell during 1996-97, with 
average cost of cotton consumed falling from 
Rs S4 per kg in 1995-96 to Rs 44 per kg. 
However, this was partially offset because 
of the company's reliance on bought-yarn 
in the cotton Sittings business. 

Dipnim accounts for about 63 per cent of 
the company' s business while cotton shi itings 
account for 10 per cent of total sales. During 
the year under review, production of cloth 
fell from 762.2 lakh metres to 723.9 lakh 
metres, representing a fall of IS per cent. 
Sale in volume terms too fell by 6.S per cent 
from 788.2 lakh metres to 736.6 lakh metres. 
As far as cotton shirtings are concerned, the 
company has made a conscious move from 
trade sides to institutional sales and the 
division now caters to some of the major 
domestic and international shirt brands. 

During 1996-97 the company began 
implefflenting an expansion programme at 
iu denim manufacturing facility to increase 
capacity by approximately 40 million metres. 
The expanded capacity will use the rope¬ 
dyeing and wet finishing processes. After 
completion of this project, the company will 
have substantially improved its caf^lity to 
produce value added products and offer a 
wide product range due to the multiple 
production lines. Arvind Mills is also setting 
up anew state-of-the-art cotton shirting facili¬ 
ty of approximately 18.5 million metres per 


annum at its textile complex being developed 
at Santej. The facility, which is expected 
to become operatiorial from April 1998 
onwards, will significantly improve the 
company’s product range and quality. 

With branded garments being a logical 
extension of fabric business - it increases 
the value chain and branding creates a 
defeiuive mechanism for passing on cost 
increases, both of which help improve reali¬ 
sations - the company has several brands 
on its product portfolio, which include such 
names as Flying Machine (mid-market jeans 
brand). Ruggers (mid-market cotton casuals 
brand), Ruf-and-Tuf (economy segment 
ready-to-stitch denim kit) and Excalibur 
(mid-market shirt brand). In addition, the 
company also has two highly acclaimed 
brands in its wholly-owned subsidiaries - 
Arrow (premium segment shirt brand) and 
Lee (premium segment jeans brand). 

The company claims that the growth of 
its garment business and implementation of 
new textile projects will reduce its exposure 
to cotton price volatility by marking down 
the percentage of raw material cost to 
turnover. The government has already an¬ 
nounced its decision to allow futures trying 
in cotton, which will help the company in 
management of cotton price risk and 
reduction in working capital blocked in 
stocking of cotton. 

As it faced power constraints at its 
production facilities, the company has 
initiated steps to become self-reliant on this 
front. During the year the company 
commissioned a 7 MW power plant for its 
100 per cent export-oriemed denim unit, 
Arvind International. It has also begun 
implementing two more captive co¬ 
generation power plants each of 24 MW of 
power and 43 tonnes per hour of steam, one 
for its Naroda Road unit and the other for 
the Santej unit. 

The company's share, meanwhile, 
currently quotes at around Rs 83 on the 
bourees, diKounting its 1996-97 earnings 
per share by 10.6 times. 

SRF 

Business Restructuring 

The largest industrial fabric numufacturer in 
India and the ninth largest in the world, SRF 
saw a 50.8 per cent fall in net profit during 
l996-97..The company belongs to the Anin 
Bharat Ram faction of the Delhi-based 
Shiiram family. A Ra 283 crore company 
till some time back. SRF acquired the Ceat 
tyre cord plant and overnight turned into a 
Rt 604 crore industrial yam and f^cs 
nu(ior. The company maraifactiires industrial 
yam, imfaiitrial fab^ and lefrigeranu. The 
company has almost a 40 per cent market 
share in the domestic lefiigeranu market. 


Despite the dip in its bottomllne, tht 
company managed to post a 14.9 per ceni 
increase in its operating profit durin; 
1996-97, on a 12 per cent rise in net sale; 
anda i4.3pefcentriseinvaliieof production 
The main culprit responsible for the fall ir 
its net profit was the sharp increase in in(ere.<.i 
costs (up 34.1 per cent). While depreciatior 
provision was higher by 6.6 per cent, thi 
company had to make a tax provision ul 
Rs 1.2 crore as compared to merely six lakl 
rupees in the previous year. 

With earnings per share falling fron 
Rs 4.95 in 1995-96 to Rs 2.3 during the yeai 
under review, the company prudently decider 
to cut the dividend rate from 30 per cent ti 
10 per cent. Book value, meanwhile, edgee 
up from Rs 58.6 per share to Rs 62.5 pci 
share. 

SRF's Manali (Tamil Nadu)andMalanpui 
(Madhya Pradesh) units achieved ful 
capacity utilisation for nylon lyre yarr 
pr^ction during the year. While the Manal' 
division sold over 14,000 tonnes of nylor 
tyre yam and obtained product approval* 
from the imemational leader, Bridgestone 
the Malanpur plant managed to increase it< 
capacity by 400 tonnes. The rise in sale wa> 
despite an excess supply position in Iht 
international markets leading to pressure or 
the selling price. The company's markci 
share of the fishnet yaro/lwinc busincs* 
rose from 33 per cent to 43 per cent during 
1996-97. 

The company is now upgrading its 
industrial fabrics and coated fabrics busi¬ 
nesses, and has already absorbed nylon 
polyester technology for belling fabrics fron 
Trelleborg, Sweden. 

Meanwhile, with a view to concentrating 
on its core businesses, the company divestci 
its holdings and management control in ii* 
auto-ancilliary company, SRF Nippondcsn 
The company has also Idvcd off its financia! 
services business to GE (Mauritius). SRF 
now plans to restructure its vision care 
business and is currently in negotiation' 
with a world leader in Ibis area. It platK ii 
infuse capital and new technology in onlci 
to manufacture and market a wide range ol 
products from its ophthalmic lenses plant 

The company’s share price currently rule* 
at around Rs 19 on the bourses, discountint! 
its 1996-97 earnings per share by 8.1 times 

GODFREY PHILLIPS 

Higher Profits 

Cigarette major Godfrey Phillips saw ns 
encouraging performance in 1996-97. While 
iunetialaandvalucofpnxluctionimprovcii 
by 21.3 per cent and 20.7 per cent, as- 
peciivcly, operating profit jumped by 3.*' ^ 
percent during the same period. With inicrcM 
charges rising by 21.8 per cent and ms 
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PtnaiMW Indicalut ArvindMUb SRF Gttdftvy PhUHp* 

__Indto 



March 

1997 

March 

1996 

March 

J*»7 

Match 

1996 

March 

1997 

March 

1996 

IncoMc/apprvpriatioas 

1 NetMlet 

85852 

69842 

55647 

49679 

39772 

32796 

2 Value of pnxhiciioa 

84375 

69180 

56248 

49194 

.39682 

32869 

3 Other Income 

11892 

13283 

1291 

1320 

845 

973 

4 Tpkil iticome 

96267 

82463 

57539 

S05I4 

40527 

33842 

S Raw mslerials/stofes and 
spmei CDMumed 

43711 

39797 

26432 

23914 

13065 

II299 

6 Other nwnufacturiDg expenses 

7641 

7078 

5204 

4758 

7631 

6609 

7 Remuncralioii to employees 

4135 

4164 

2823 

2608 

2107 

(815 

8 Other expenses 

10451 

8190 

6097 

4451 

12329 

10130 

9 OptrutMft pnfil 

30329 

23234 

16983 

14783 

5395 

3989 

10 Interest 

10287 

8101 

I2I8I 

9085 

687 

564 

11 Crow profit 

14224 

16201 

5087 

5727 

4349 

3718 

12 Depreciation 

5778 

4815 

3996 

3749 

204 

190 

13 Profiibtfore tax 

8446 

11.386 

1091 

1978 

4145 

3.528 

14 Tax provision 

542 

NA 

121 

6 

1869 

1516 

15 Profit tifler tux 

7904 

11.386 

970 

1972 

2276 

2012 

16 Dividers 

4947 

4487 

465 

1076 

801 

624 

17 Retoiaed profit 

2957 

6899 

505 

896 

1475 

1388 

UabUitlet/Maeta 

18 Paid-up capital 

10055 

9986 

4445 

4425 

1040 

1040 

19 Reserves and surplus 

97815 

99537 

29840 

28224 

9240 

7764 

20 Long-lenn loans 

93014 

59.359 

43540 

40783 

272 

305 

21 Sbott-term loans 

12277 

12122 

14099 

7721 

35.56 

4741 

22 Of which bonk bonowiiigs 

12277 

12122 

49.57 

5000 

3556 

4741 

23 Cross 6xed assets 

120040 

78540 

74668 

72971 

4439 

3925 

24 Accumulsled depreciation 

22521 

18585 

16477 

12598 

2098 

1904 

25 Inventories 

22936 

21270 

7597 

6982 

9048 ' 

7886 

26 Total asseis/liahililics 

232331 

196685 

106822 

103532 

23583 

19450 

MtsceUaiicaiu Hems 

27 Excite duty 

225 

679 

13081 

10726 

47951 

45633 

28 Cross value added 

13157 

19865 

19754 

16843 

7110 

6510 

29 Total foreiga eschaage income 

35805 

.30999 

5822 

6455 

2863 

2504 

.30 Total foreign exchange outgo 

11957 

11544 

7702 

8379 

1474 

1062 

Key flnaocini and performance ratios 

31 Turnover ratio 

(sales 10 total assets) (%) 36.95 

.35,51 

52.09 

47.98 

168 65 

168.62 

32 Sales Iti total net assets (%) 

40.28 

38..59 

60.54 

61.22 

281.91 

236 79 

33 Cross value added to 
gross fised assets (%) 

10.96 

25.29 

26.46 

23.08 

160.17 

165.86 

34 Return on invesimeat 

(gross profit to total assets) (%) 

6.12 

8,24 

4.76 

5.53 

18.44 

19.12 

35 Cross profit to sales 
(gross margin) (%) 

16.57 

23.20 

9.14 

11.53 

10.93 

11.34 

.36 Operating profit to sales (%) 

35.33 

33.27 

30.52 

29 76 

13.56 

12.16 

37 Profit before tax lo soles (%) 

9.84 

16.30 

1.96 

3.9* 

10.42 

10 76 

38 Tax piovitioit to 
profti before Uix (%) 

6.42 

NA 

1109 

0.30 

45.09 

42.97 

39 Profli after lax to act wortli 
(return on equity) (3I>) 

7.33 

10.40 

2.83 

6.04 

22.14 

22 85 

40 Dividend («) 

45.00 

45.00 

10.00 

30.00 

70.00 

60.00 

41 Earning per share (Rs) 

7.86 

11.40 

2.34 

4.95 

21.88 

|9,.15 

42 Book value per share (Rs) 

107.28 

109.68 

62.47 

58.64 

96.58 

82.38 

43 P/R ntio (based oa Imett sad 
coneapoodiag lasr jrear's price) 

I0..56 

1096 

8.12 

7.48 

9.82 

6.98 

44 Debt-equity ratio 

(adjusted for revaluatioa) (%) 

86.23 

.54.20 

170.94 

174.81 

2.71 

3.56 

45 ShoM-term htuA borrownigi 
to invealories (%) 

53.53 

.56.99 

65.25 

71.61 

39.30 

60.12 

46 Suadry creditors to 
sundry debian (%) 

95.21 

52.79 

66.81 

141 18 

42.3.21 

27.3.60 

47 Total lenauientioii lo employees 
to gmu value added (%) 

31.43 

20,96 

14.29 

15.48 

29.6.3 

27.88 

48 Total leflMweiatMiB lo employees 
to value of pndncliaa (%) 

4.90 

602 

5.02 

5.30 

531 

5.52 

49 Crow fixed assets fbmiMioa (%) 

52.84 

28.55 

2.33 

77.72 

13.10 

I4J07 

1 30 Ofowth tai hiveaiotki (%) 

7.83 

-4.10 

1.81 

19.99 

14.73 

10.05 


NA; noitviiUle. 


proviiion beiiig higher by 23.3 pw cent over 
(he pfevmu year 199^-96, however, (he 
sharp increase in operating profli was 
somewhat oRiei. Net profit improved by 
13.1 per cent. 

WkheaniingspersharorisingfnmiRs 19.4 
to Rs 21.9, the company nised the dividend 
rate from 60 per cent to 70 per cesil duiihg 
the year under review. Book value, 
meanwhile, moved up from Rs 82.4 per 
share to Rs 96.6 per shate. 

The company reportedly plans to shift Hs 
cigarette unit from its present location at 
ChakaJain Mumbai to Delhi in the long 
mn. This will help it take advantage of its 
prime land in Mumbai. While the Cbakala 
manufacturing facility has acapacity of 6,000 
cigarettes per man-hour, the company has 
amarket share of 1 S.S per cent which amounts 
to 94 billion sticks per annum. The company 
IS also engaged in the manufactine of the 
laigcst selling cigarette in the world from 
the Phillip Morris stable - Marlboro. 
Marlboro is marketed by Phillip Morns 
through Godfrey Phillips' marketing 
netwo^. 

Th: company's stock currently quotes at 
arouiid Rs 2IS on (he bourses, discounting 
its 1996-97 earnings per share by 9.8 limes. 
Phillips Morris has a 36.2 per cent stake in 
Godfrey Phillips, which is a joim venture 
between Phillips Morris and the K K Moth 
group. 

Mean while, with the average 1S .S per cent 
hike in excise rates on cigarett^ the company 
has scaled down ns earlier optimistic 
projectrns for ;997-98. While the excise 
duly on the mini-iitier and non-fllter segments 
has been increased by 16 per cent and 11 
per cem. respectively, that on the premium 
segment has been hiked by 2.S to 2.8 per 
cem. About 70 per cent of the company's 
volume comprises 70 mm filter dgarmtes, 
the duty on which has been increased by 16 
per cent. This is expected to lead to a shift 
in consumer preference to lower end 
cigarettes, thus having a direct fdl-oul on 
the company's revenue. While Ihe company 
expects to notch a sales target of around 
Rs 900 crore during Ihe cuirent year, it is 
not so optimistic on the profitabitity front 
in Older to achieve ns target, the company 
has implemented a 10 per cem hike in the 
prices of its cigarottes. 

Meanwhile. Fliillips Morris plans to enter 
the Indian cigarette market by setting up a 
100 per cem subsidiary in the coumry. It has 
alre^ received permissian from the iiidumry 
minh^ to set up facilities in the areas of 
agro-based food processing and other 
products of the company and its afliliaiea. 
The cigarette brands in Phillips Morris's 
poitfolto include such wdl known braoda 
« as Marlboro. Benson and Hedges, Virginia 
Slims. Playm, Basic, Alpine. Cambridte, 
Merit, PuiiameiH. Bucks and Bristol, 'Die 
company is also known for its beer brands 
which include Miller, kthouae, Reg Dog. 
Foster's, High Life. Southpaw Light- and 
Moison. 
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CIVIL LIBERTIES 


India and the Torture Convention 

A G Noorani 

By itself, the Convention Against Torture, which India has belatedly 
agreed to sign, does not amount to much. It is imperative that the 
text of India’s instrument of ratification is made public and public 
pressure mounted for declarations under articles 20 and 22 of the 
Convention. Further, legislation is required to provide extra 
protection against torture as envisaged by the Convention. 


INDIA’i belated decision to sign the 
Convention AgainstTonure andOtherCniel, 
Inhuman or Degrading Treatment or 
Punishment deserves a single cheer and no 
more. The other two must await information 
on the conditions on which India ratifies it. 
The Convention was adopted by the UN 
General Assembly on December 10, 1984. 
It came into force on June 26. 1987. By 
September 1996. 99 out of 185 member 
stales of the UN had ratified it. The National 
Commission on Human Rights deserves 
credit for this decision by the government 
of India. 

Article 25 of the Convention says that it 
is open to signature by all stales. But it adds 
that it is**subjeci to ratification”. Ratification 
is a must. Accession depends on ratification 
(article 26). In India ratificaiion is an 
executive act. States make reservations and 
conditiofis in instruments of ratification. 

The government took the decision to sign 
on July 22. 1987. However Aunohita 
Moium^ reported in The Statesman of 
August 3 that India had decided not to 
recognise the competence of the Committee 
Against Torture under articles 20.21 and 22 
of the Convention by filing the requisite 
declarations. 

The Ckimmittee is set up by article 17 and 
comprises 10 experts elecied by the Slates 
Patties. Article 19 obligates States Parties 
to the Convention to submit “reports on the 
measures they have taken to give effect to 
their undertakings under this (Convention” 
- veiy much like the reports they file under 
the International Convention on Civil and 
Political Rights for consideration by the 
Human Rights Committee. That convention 
was ratified by the Janata Party government 
in 1979. But the UP government is cloter 
to the Congressd) culture than to the Janata 
ethos. It foolishly dreads the “intervention” 
of the Committee in view of articte 20 which 
reads thus: 

(I) If the Committee receives reliable 
informatiem which appears to it to contain 
well-founded indicatim dial torture it being 
systematically practised in the tenilory of 
I State Party. the committee dull invite that 
Slate Party to co-operate in the exanunaiion 


of the information and to this end to submit 
observations with regard to the information 
concerned. 

(2) Taking into account any observatioiu 
which may have been submitted by the Stale 
Party concerned, as well as any other relevant 
information available to it, the CommiUee 
may, if it decides that this is watranled, 
designate one or more of its members to 
make a confidential inquiry and to report to 
the CommiUee urgendy. 

(3) If an inquiry is made in acccndance with 
paragraph 2 of this article, the C^ommittee 
shall seek the co-operation of the State Party 
concerned. In agreement with that State 
Pany, such on inquiry may include a visit 
to its territory. 

(4) After examining the tindings of its 
member or members submitted in accordance 
with paragraph 2 of this article, the 
Committee shall Uansmil these findings to 
the State Party concerned together with any 
comments or suggestions which seem 
appropriate in view of the situation. 

(5) All the proceedings of the (^mmittee 
referred to in paragraphs I to 4 of this article 
shall be conR^ntial, and at all stages of the 
proceedings the co-operation of the Sute 
Party shall be sought. After such proceedings 
have been completed with regard to an 
inquiry made in accordance with paragraph 
2, the Committee may, after consuhations 
with the Sute Patty concerned, decide to 
include a summary account of the results of 
the proceedings in Hs annual report made 
in accfxdance with article 24. 

Note that the inquiries are confidential; 
visits to the country deperxl on its consent 
What is more the jurisdiction of the 
CommittA also depends initially rm the State 
Party filing a declaration to this effect under 
article 21 which reads thus; 

(I) A Sute Party to this Convention may 
at any time dechne under this article that 
it recognises the competence of the 
Committee to receive and consider 
communications to the effect that a State 
Pasty claims that another State Pasty is not 
fulfilling its obligations under this 
convetdioa. Such cosntnMdcaliaa may be 
received and considered according to the 
procedures laid down in dda aiticle only if 
submitted by a Stale Party which has m^ 
a declaration reoognisiag in regard to itself 
the competence of the Cosraittee. No 
communication shall be desk with by the 


Commitlee under thii article if it concenu 
a State Pasty which hM not made such r 
declaration. (Communications received uoda 
this article shall be deah with in accsudancc 
with the followtng proceduse: 

(a) If a State Party considers that anotho 
Sute Party is not giving effect to the 
provisiaaa of this Conves^on, it rosy, by 
written communication, bring the matter tn 
the attention oflhat Stale Party. WUhintbiu 
months after the receipt of the 
communication the receiving sute shall 
afford the state which sent the 
conununication an expUsution or any otha 
statement in writing clarifying the matter, 
which should include, to the extent possible 
and pertinent, reference to domestic 
procedures and resnedica taken, pending or 
available in the matter; 

(b) If the matter Is not adjusted to the 
satisfaction of both States Par^ conccmtil 
within six months after the receipt by the 
receiving state of the Initial communication, 
either state shall have the tight to refer the 
matter to the Committee, by notice given lu 
the Committee and to tlM other state; 

(c) The CommiUee shall deal with a matter 
referred u> it under this article only after it 
has ascertained that all domestic remedies 
have been invoked and exhausted in the 
matter, in conformity with the generally 
recognised principles at international law 
Tbit shall not be the rule where the 
apitiicaiKHi of the remedies is unreasonaMy 
prolonged or it unlikely to bring cffreiivt 
relief to the person who it the victim of Uu 
violation of this Convention; 

(d) The Committee ihall hold closed 
meetings when examining cammunicatmiis 
under this uticle; 

(e) Subject to the provisions of subpnngrapi 
(c), the Committee shall make available m 
good ofTices to the states patties concerned 
with a view to a friendly solution of the 
matter on the basis of respect for the 
obligsUotts provided for in this Conventioa 
For this purpose, the Committee may, who 
appropriate, lel up an ad hoc concilunoa 
commissioo; 

(f) In any matter referred to it under du 
■nicle, the Committee inay call upon the 
Stater Patties concerned, referred to ii 
subparagraph (b), to supply any relevas 
Information; ... 

What India fears la that another itate inigk 
invoke clauae (a) to drag India before tk 
(Committee. But clause (c) provides lU 
dotnestic remedies must first be exhausted 
Unlike the Human Rlgfali Coimiiiltec. it 
Committee Agdnit Torture ii requiitd i 
hold dosed meediigi. 

There if another pioviaion, article 21 whic 

etuUea the Commitlee to receive campl)"* 
from individnali. India haa not empoweie 
the Human Rights Comm it tee to do sort 
is unlikely to in the case of the Cbnrnui* 
Agdnst Torture either. Article 22 says 
(I) A Slate pMy to iltia Convention 0 
at any time declare under dtis article A 
it recogalui the competence of <> 
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Committee to receive and consider 
communications from or on behalf of 
individuals subject to its jurisdiction who 
claim to be victims of a violation by a State 
Party of the provisions of the Convention. 
No comiminication shall be received by the 
Committee if it concerns a State Party which 
bu not made such a declaration. 

(2) The Committee shall consider 
inadmiasiblc any communicaiion under this 
article which is anonymous or which it 
considen to be an abuse of the right of 
aubmitsion of such communications or to 
be incompatible whh the provisions of this 
Convention. 

(3) Subject to the provisions of paragraph 
2, the Committee shall bring any 
communicatians submitted to it under this 
article to the attention of the Slate Party to 
this Con veniian which has made a dec loratiofl 
under paragraph 1 and is alleged to be 
violating any provisions of the Convention 
Within six months, the receiving state shall 
submit to the Committee written explanation 
or siaienients clarifying the matter and the 
remedy, if any. that may have been taken 
by that state. 

(4) The Committee shall consider 
communications received under this article 
in the tight of all information made available 
to it by or on behalf of the individual and 
by die State Parly concerned. 

(5) The Committee shall not consider any 
communicatiom received from an individual 
under this article unless it has ascertained 
that: 

(a) The same matter has not been, and is not 
being, examined under another procedure of 
international investigation or seulemcm: 

(b) The individual has exhausted all available 
domestic remedies: this shall not he the rule 
where the application of the remedies is 
unreasonably prolonged or is unlikely to 
bring effective reiief to the person who is 
the victim of the violation of this Convention. 

(6) The Committee shall hold closed 
meetings when examining communications 
under this oiticle. 

Here, again, there are ample safeguards 
against abuse - no anonymous letters: 
exhaustion of domestic lemedies; and closed 
meetings. 

So what are the extra obltgaiion& which 
India assumes by signing and ratifying the 
Convention? Under article 2 it bin^ itstdf 
to prevent acts of torture in its territory 
leg^less of war. emergency. Superior's 
order will be no defence. It will not return 
or extradite a peson if the requesting state 
is likely to torture the refugee (Anicic 3). 
India has not yet ratified the Refugee 
Cmvendons. Tonute is an ofTence under the 
Petal Code and alaoadvtl wrong punishable 
in damages. Thus, there is no extra obligatioa 
here. 

Aitlcie 16 imposes this obligation; 

(I) Bach State Party ibsit undeilskc to 
prevem in any teiriiofy uader to jiiriatlict|oo 
tuber acts of cnid, Inhumsn or degrading 
Bustmeat or puaishmeat which do not 
MoaM 10 tenute as deflned in anicIc I. 
urhen such acts are commioed by or at the 
iBstiiHlon of or with the consent or 


acquiescence of i public official or other 
person acting in an official capacity. In 
particular, the obligations contain^ in 
articles 10, It, 12 and 13 shall apply with 
the subsliliaioo for references u> lotture of 
references to other forms of cruel, inhuman 
or degrading tretument or punishment. 

(2) The provisions of this Convention are 
without prejudice to the provisions of any 
other intemational insirumcni or naiuMial 
law which prohibits cruel, inhuman or 
degrading treatment or punishment or which 
relates to extradition or expulsion. 

An international convemion or treaty does 
not alter Indian law unless it is embodied 
in domestic legislation. The Supreme Court 
has ruled that Indian laws must be conslrued. 


IT is an indisputable historical fact that 
various forms of fascist ideology have 
generally flourished in the context of failing 
liberalism and. its corollary, growing middle 
class insecuniy. The Indian middle class is 
no exception to this hisioricai generaliutiun. 
Hence we find that periodically its leaders 
have praised vanous forms of authoritarian 
rule and many amongst them have barely 
hidden ihci r admiration for modem monsters 
like Adolf Hitler. Twenty years since the 
eiiKrgency it is not unusual to come across 
views supporting it to the extent of catling 
it a festi of discipline (‘amishaasan parva'). 
Furthermore the combinaiicm of a distaste 
fur democracy and aggressive statism which 
characterises the economic success of the 
cast Asian newly industnalised countries 
like South Korea. Taiwan and Singapore has 
added weight to the argument for 'discipline' 
in the Indian middle class in the 1980s and 
1990s. The tnierseclion of structural 
adjustment and the politics of neO'liberalism 
spawned it, the growth of lundutva and 
the transpatcncy of Nehaivian failures and 
the increasing fetish of disct|dine in the 
middle class should be studied in the context 
ment ioned above, it isbecauscoflhnefai.-tore 
that a large section of the upper caste 
dominated middle class feels that the BJP 
and its allies can 'manage' India better than 
a comipl Congress or a brittle United From. 
Thu ties up with the fact that in the 1980s 
and 1990s the feeling against socialism, 
democracy and secularism has grown 
significantly in the Indian middle class. This 


so far as practicable, in conformily with 
India's obligations under international 
treaties and convendons. 

Evidently the states were opposed to the 
signing and ratification of the 'Torture Con¬ 
vention. The NHRC while persuading the 
government of India to accede to the Conven¬ 
tion iuel f drew attention to the optional ciiarac- 
ter of articles 20. 21 and 22, *the intrusive 
articles". It is imperative that the text of the 
instrument of latification is made public and 
public pressure mounted for declaratiou 
under articles 20 and 22. By itsdf the Conven¬ 
tion does not amoum to much. Legislation 
is required to provkle extra protection against 
torture as envisaged by the Convention. 


is in tandem with the Thatcherite prescrip¬ 
tions offered by the Wotid Bank and the IMF 
and enthusiastirally accepted by the Indian 
stale. 

However the votaries of hindutva who 
associate the BJP and its allies with political 
honesty, cleanliness, discipline and imegrity 
oveilo^. deliberalely or otherwise, the actuaf 
record of the hindutva forces in and out of 
power. Arguing at the Internationa] level, 
these gentienten foiget that an unhealthy 
emphasis on 'discipline' can easily lead to 
a Latin Amcilca type of scenario in the 
context of crucial development failures and 
the retreat ol the state from the commanding 
heights of the economy. Speaking at the 
national level, and while asserting that the 
majority has had enough of the 'pampend' 
minorities, these people overlook the pbtnl 
nature of the Indim stdxxmtinenL Hence talk 
of the BJP ushering in aa era of political 
discipline and stability goesoodespitetoceM 
experiences in Gujarat and Uttar Pradesh 
where BJP rale has not been positively 
spectacular in ny way. In Delhi the BJP 
gov e rnmen t . wboM mi n isi m have not hM 
a single excuse to go abroad, has Med to 
address most of the aetiaus bsueaooofraoiiiig 
a decaying and polluted metropolis. The 
pany has also failed to anne crime leveb 
and at Che moment the chief mnmter, wboie 
dose relatives have turned out tobedangerooi 
and protected criminals, n embroiled in a 
darning controveny. And yet, in the well 
appointed living Tooira of dm cnphal and to 
sprawling suburbs, (here is hope and 
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Probity, Stability and Responsibility 

Ironies and Hypocrisy of BJP 

Aninidh Deshpande 

The BJP is these days preferring the path of compromise to the 
politics of confrontation that it had vigorously pursued till 1993. 
Besides the impending elections, theie are historical reasons for this 
change in the political strategy of hindutva. * 
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expectation of the BJP finally coming to 
power in March 1998. 

But retired diplomats and soldiers and 
their yuppie children tend to forget that the 
arising, of similar situations in different 
contexts is a paradox of history. Ironically, 
in some ways, the condition of the BJPtoday 
is worse than that of the Congress in 1946. 
At least the Congress inherited the legacy 
of an anti-colonial freedom movement in 
1947 and this bolstered itseicctoral prospects 
for decades to come. In comparison the BJP, 
if it comes to power in Match next, will have 
to govern a cynical country reeling under 
the impact of structural adjustment. As the 
BJP draws close to possibly getting power 
at the centre, as the dominant partner in a 
right-centre federal coalition after the next 
Lok Sahha elections, its problems seem to 
have increased. Most of these problems arc 
emerging from the desperation evident in the 
BJP's attempt to form the central government 
after the next mid-term pul Is at any cost. The 
stalwarts of the BJPand their followers have 
probably realised that 1998 might be the 
BJP’s ‘now or never' year given the political 
experience of the party in 1996-97 and its 
aging leadership. That is why the BJP is 
approaching the coming elections with the 
slogan ‘give us a chance this time' in the 
context of the United Front and Congress 
failures in 1996-97. Ayodhya and Article 
370 ate no longer consider^ worthy poll 
issues. Talk of the temple is subdu^ and 
the party has favoured the idea urbargaining 
with the Muslim community over Ayodhya, 
Kashi and Mathura. To expand its political 
reach the BJPhas also aligned with significant 
regional parties like the AIADMK and Biju 
Janata Dal. By doing so it hopes to undermine 
the base of the United Front and expand at 
the cost of a terminally ill Congress 
simultaneously. Initial reports suggest that 
the strategy might pay off in some states. 
On the whole it is clear that these days the 
BJP is preferring the path of compromise to 
the politics of confrontation it had vigorously 
pursued till 1993. Besides the impending 
elections there are historical reasons for 
this change in the political strategy of 
hindutva. 

The BJP's first rank leadership comprises 
old men who have spent a lifetime in the 
cause of hindutva. They have generally 
remained out of power for the greater part 
of their political careers in independent 
India. This fact is beginning to have a salutary 
effect on the BJPand its political programme 
because beingdeprived of power can frustrate 
most leaders and their parties. And much of 
this frwitration was evident in the abortive 
attempts made by the BJP to form the central 
government in 1996. Some ofthem, like the 
prime ministerial candidate Alai Bchari 
Vajpayee widely prefened by the middle 
class, and Lai Krishna Advani, who led the 
campaign for the destruction of the Babri 
inoK)ue, are still quite popular. Though their 


popularity among the,upper, upper middle 
and mieWe classes of north and wesiem 
India can be taken for granted the same 
cannot be said of the BJP's second rank 
leaders. But Vajpayee is not the only attraction 
the BJP holds. In addition it ei|joys the 
support of the economically powerful trading 
classes of north India and influential fence- 
sitting sections of big business in Delhi and 
Bombay whichis India’s commercial capital. 
All told these are formidable assets for any 
national party eyeing New Delhi. And ya, 
like the proverbial Indian cricket team and 
despite the bluff and bluster doled out to the 
media and public, the BJP seems unsure of 
itself. Indeed it has accepted the fact that on 
its own it cannot form a government at the 
centre and most of the states. Its leadership 
also cannot answer how the hindutva forces 
propose to tackle the compulsions of 
fed^ism and communalism after March 
1998. This isimportant because thelikelihood 
of theextiemist elements in the Sangh pari var 
assciting themselves, in the event of (a) a 
BJP-led coalition coming to power in early 
1998 and (b) the inability of this coalition 
to solve India's rapidly growing economic 
problems, cannot be ruled out. For the 
moment the BJP appears mellow because, 
to quote Advani's recent speech, “realism 
is a virtue of the idealist” (The Hindu, 
December 20, 1997), But what will happen 
to the means once the end is achieved? To 
answer this we must study those historical 
instances in which fascists, masquetading as 
democrats, grabbed power by parliamentaiy 
means and later ended up destroying 
democracy. 

The Indian fascists, till date, have been 
unable to destroy the republic founded in 
I9S0 largely because of the socialist-secular 
consensus which prevailed in India till the 
early 1980s. The ideological organisation of 
hindutva itself is quite old dating back to 
the early decades of this centuiy although 
It displaced the Congress-style socialism as 
the dominant discourse of Indian politics in 
the wake ofthe Punjab problem in the 1980s. 
But despite the growing electoral success of 
the BJP in several Indian states and at the 
centre since 1989, and the demolition of the 
Babri mosque in 1992, the problems of the 
party seenito have multiplied in the previous 
five years. In some places the BJP has failed 
to resist the pressures of Mandalis^ion and 
dissent and at others the compulsions of 
coalitions and defections. Coupled with the 
BJP government's mediocre record in 
governing Delhi, these factors have seriously 
compromised the image of hindutva as a 
system capable of tunning a clean and 
disciplined government. If the party, in 
Lenin's words, is a “state within a state” the 
BJP has already failed as that slate at several 
levels. This has a lot to do with both the 
ideology of the BJP and the transformation 
of the hindutva forces into a party of power 
from a fringe group struggling against 


Cratgress h^emnty in the three decadts 
after Indian independence. 

That is why. when iu moment has 
seemingly arrived, its leaders have most 
unwittin^y claimed since 1996 that the BJP 
has replac^ the Coiigrew as the mainstream 
party fit to rule fiom the centre. It is quite 
clear that the BJP has become a reflection 
of the Congress in the process of flghting 
and replacing it as the dominant force in 
Indian politics. But it is the Congress of the 
1980s and I990i and not of 1947 that the 
BJP has replaced as the single largest party. 
The experience of a defection, intrigue and 
dissent tainted BJP rule in Gujarat, Rajasthan 
and Uttar Pradesh confirms this assertion. 
In Rajasthan the party was saved in time by 
the veteran Shekhawat and in Uttar Pradesh 
the party remains in power due to the 
exp^ient of granting around 100 portfolios 
to propitiate its unscrupulous defectorfriends 
In Punjab and Haryana the party rides pillion 
with the dominant regioiud parties and in 
Delhi it maintains a facade of unity with 
great embarrassment. 

With the economy in recession the real 
problems will, however, emerge after a BJ P- 
led coalition assumes power in March 1998. 
Evenif we assume that aright-centrecoalition 
comes to power in New Delhi next year it 
seems unlikely that the new government will 
be able to overcome the economic difflcultiH 
foisted upon the country by the pdicies of 
structural adjustment and devaluation. In ihe 
recent past, and despite the increasingly 
hollow sounding ‘lallton swadeshi', the BJP 
has displayed its ample incapability lo 
formulate and execute an economic 
programme which can effectively counier 
the Fund-Bank imposed structural 
adjustmem. In fact the installation of a BJP- 
led government at the centre backed by ihc 
anti-communist RSS will, for practical 
piuposes, complete the unfinished political 
agnida set up by liberalisation (read stiuctuial 
adjustment) and patently unfair iiutituiium 
like the WTO. As a consequence the 
government of India might shift decisively 
towsrds Ihe right and, as a consequence. 
India's adoption of the Latin Amencaa 
political style could be hastened. In these 
circumstances, and in the context of 
comemporary political developments n 
Gujarat. Uttar Pradesh and New Delhi, the 

BJP will most certainly provide a governmcir 

of defectors which will barter stability wiit 
political cleanlineu. This leaves the quesiio* 
of 'responsible leadeiship' in better foco^ 
Whether an unstable centrist capitsh^ 
foverninem. and inaiiy prospemu couninc 
have had unstable coalition governments, it 
preferable to a rotten rightist governments 
a debatable point. But there is no doubt ilu 
an irresponsible party, the mirror image s 
the contemporary Congress, which plungs 
India into its worst communal crisis in 1991 
93 should not ipoft ihe tags of respanslbtis) 
probily and stability. 
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Power Is the Name of the Game 

JVDahpande 


It is generally believed that the coming together of the BJP and some 
regi^l groupings such as the AlADMK and the newly-formed Biju 
JD in Orissa will help the BJP. The reality may not be so 
» straightforward, however, because in the process the BJP seems to be 
losing some of its credibility and its claim to be different from the 
other parties. 


IT mutt be only a coincidence that the BJP 
enteted into an electoral understanding with 
Jayalalitha’s AlADMK just a day after the 
Madras High Court ordered her and two 
others to pay Rs 28 crore to the state 
govemmenl to “compensate the loss incurred 
by it” by her deliberate actions while she was 
the chief minister of Tamil Nadu. In fact, 
several otherchargesof comiption and misuse 
of office while the was the chief minister 
are currently being investigated. The same 
week also saw Vajpayee personally 
welcoming into the BJP fold Sanjay Singh; 
Uie same Sanjay Singh who was acquitted 
of the charge of conspiring to munler the 
badminton star Syed Modi and who later 
married Modi’s widow. 

After being treated as political lepers by 
other parties for almost a decade, the leaders 
of the BJP will not doubt be enthused by 
this show of change of heart by the likes of 
^ layalalitha and Sanjay Singh. The BJP had 
received a rude shock i n May last year, when 
: it discovered to its dismay that none of the 
major regional parties would share office 
with it in Vqjpayee’s cabinet. The oft-proven 
truism of Indian politics, that no one is 
immune to thelure of office, was not som^w 
working. 

In May 1996, much was made of the 
commitment to secularism of the smaller 
parties such as TD. SP. DMK, etc. While 
it saves trouble to accept the scl f-eval uations 
of the political parties at their face value, it 
is also useful to remember that in politics, 
it is customary to dress up one's worldly 
aspirations in ideological garb. The leaders 
of the smaller panies arc sufficiently 
. worldlywise to realise that they can grab a 
, larger role in the government with a weak 
leading paiTner like the JD than with the BJP. 
The evenu of the past 18 months have amply 
home thii out. UnleH you ore conieni with 
Iteing a permaneitt, distant pcxir relation to 
Ihe dominam partner, as for example, the 
CPI in West Bengal, or in Bihar, in politics, 
it always pays to align with the weaker of 
■he nujor contendeti. as demonstrated so 
*l>ly by Ihe caimy nya from UP, who now 


envisages a UF-Congress alignment but only 
after the elections. 

It is generally believed that the coming 
together of the BJP and the regional panics 
such as the AlADMK or the newly formed 
Biju JD in Orissa will help the BJP. The 
reality may not be so straightforward, because, 
in the process of such get-togethers, the BJP 
seems to be losing out on a major, effective 
plank - comiption in high places and. along 
with it. a sizeable chunk of its supporters. 

Like every other patty, the BJP had also 
made corruption in high places as a major 
issue in the last general election. In the past 
18 months, the issue has not lost its edge. 
In fact. It has become even more pressing 
in this period. While Ihe investigations into 
the suspected misdeeds of the former 
Congress rulers and of some othen such as 
Laloo Prasad continue to meander, mainly 
under the prodding of Ihe courts, nothing is 
being heard about thi. various shenanigans 
with which components of the UF seem to 
have a connection, whether it is the Ayurveda 
scandal in UP, orthc fiddling of the advances 
in Indian Bank in Madras or the LOC scam 
in Assam. No headway has been made in the 
investigations into any of these cases, not 
even in the earlier cases such as the Bofors 
or the HDW or the impon of sugar. To no 
one's surprise, public has taken the com¬ 
mitment of the UF to fight against corruption 
in high places in the same cynical spint as 
that of Ihe Congress. 

With fresh elections in the offing, it is 
expected Ihd Ihe usual seasonal catch-phrases 
like socialism, secularism, social justice, 
commitment to the poor and nationalism will 
again be bandied about. They will even be 
sported by some of the Fronts now in the 
offing. In practice, of course, even Ihe 
supposedly leftist patties have happily sailed 
along with the ‘opening up of the economy' 
by Manmrdian Singh-Chidambaram. For all 
the talk of their social commitment, in the 
past one-and-a-hair years the leftisu could 
not manage to put in place even a mildly 
improved public distribution system for 
essential goods. And havingaUFfovcmmenl 


and a senior, long-time communist as home 
minister has made no difference in fighting 
comiption in high places. 

One may be sure that, along with the other 
traditional catch-phrases Tighting against 
comiption in high places' will figure once 
again and prominently in the agenda of every 
party and front. It was in this respect that 
the public had come to expect some meaiiiiig' 
ful steps from the BJP. Partly because of the 
image of its all-India leadership or perhaps 
of a grudging :,.ceptance of the RSS 
reputation for rectitude, the BJP was till 
recently looked upon by the voter as a 'patty 
with a difference' at least on this major issue. 
By joining hands with all-comers, BJP has 
lost one major advantage it had over the 
others and, in the process, a sizeable chunk 
of support in the election. 

Vajpayee's line of argument that Sanjay 
Singh has been acquitted of the serious 
c barges or that the charges against Jay alalitha 
are still under investigation will not have 
many takers. Using the same argument will 
he also take in Kalpannth Rai who has been 
acquitted of (he charges against him or Sukh 
Ram or Arun Gavl i. against w horn no charges 
have been yet proved and who are proven 
vote-gatherers? From would-be souesiitcn 
one expects some application of their own 
minds, a value iudgment on evenis and 
individti»ls and .lot an escapist’s standard 
alibi. 

In its rlcspcrate search for allies, the BJP 
has come more and more to resemble outer 
catch-all parties like the Congress or the 
Janata Dal. In the process, it has lost Ihe 
goodwill of many who looked upon it as a 
distinct grouping, not on account of lU 
somewhat undefined communal cttlours but 
because ofitssoinewhai cleaner antecedents. 
Even accepting that its recent alliances will 
bring in some reward to Ihe party, it is 
doubtful ifitwillimprovethepolitical climate 
of the country. All indications are that both 
the Congress and the JD ate in the process 
of wiiheti ng away. B ut why should the Indian 
voter plump for U P if it is goi ng to perpetuate 
the Congress culture and work ethic, as the 
UF has done in Ihe past year and a half. The 
country does not gain one whit if while the 
Congress withers away, Congretsism 
survives under new aliases; if Vajpayee and 
Advani are looked upon as no ddfetenl from 
Pawar and Kesri. Recent events strongly 
suggest that that is where the party is headed. 
The lime has surely come for (he senior 
leaders of the pany lo ponder whether the 
game is worth the candle and to decide wlw 
is more imponani - getting one's point of 
view across and on the mtioii's agenda or 
attaining power at any coat. 
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Dowry among Muslims in Bihar 

Ncfaal Aihraf 


Dowry system was not known to Muslim society, as it does not find 
any place in Islamic ‘Shariah’. But in course of time, Muslims have 
changed their character and are not at par with their Hindu 
counterparts in demanding and offering dowry both in heavy cash 
and kind. The increasing incidence of dowry deaths among Muslims is 
only a reflection of its growth in the society as a whole. 


IN Islam marriage is looked upon as essemial 
for both men and women. It is sunnah and 
is regarded as an obligation to be fulfilled, 
even the founder of this religion, the prophet, 
enjoyed the pleasures of domestic life. The 
religious texts of Islam make it obligatory 
for man to get his sisters and daughters 
married. The birth of a daughter in a Muslim 
family is welcome mainly because there is 
a say ingof the prophet that a man who brings 
up three or two dwghiers or sisters, teaches 
them etiquette and showers kindness on them 
is entitled to paradise. It is the prophet’s 
word quoted by Aby Dewood from Ibne 
Abbas that one who has a daughter whom 
he does not harass or insult and does not 
prefer his son to her will be given paradise 
by God. The girls are never a liability for 
their parents. The father is usually proud of 
his dwghter in the sense that he has never 
to go looking for a groom, instead the boys’ 
fathers have to actually look for suitable 
brides and send their offer. This is referred 
to as ‘rishta’ in which the boy’s party ex¬ 
presses a desire for marrying their son to 
somebody’s daughter. This is either done in 
writing or verbally. In both the cases the 
groom's party present themselves humbly. 
'Thus, in Muslim families, fathers wait for 
the rishta when their daughters come of age. 

In Islamic law a marriage can be lawfully 
performed when both patties attain puberty. 
The prophet himself regarded marriage mote 
than a means of producing progeny and 
assuring the continuance of the human race. 
‘‘Marty", he is reported to have said *10 
enjoy their (women’s) love and to beget 
children”. Marriage thus made husband and 
wife not only paitnen in the venture of 
raising a family but also full sexual partners 
giving and receiving pleasure. If a girl is 
given in marriage without her consent, the 
marriage will be consklaed null and void, 
andthegirlhasiherighito have it annulled. 

Marriage is an important aspect of Muslim 
society. Every normal being is encouraged 
to marry for the continuation of society. 
Islam d^ not permit celibacy. ‘Nikah' is 
the first and the basic ceremony, without 
which marriage cannot be said to be legilimate 
and lawful. According to the Islamic law. 
Nikah is a contract of union between two 
Grangers of opposite sexes which l^alises 
Ihdr sexual intercourse and mutual coexis- 
leacB and imposes certain duties and confers 


certain rights upon the two partners. It is a 
fomuil declaration of the terms of the wedlock 
i n the presence of at least two witnesses. The 
prophet of Islam said, ‘An-NikahaSunnati’, 
i e. the contract of marriage is my tradition. 
He furthersaid, "one who is inclined towards 
my tradition, he is from me, and inclination 
towards my tradition is inclination towards 
God”. This tradition shows the importance 
of conjugal life and family in Islam. 

Nikah is conditioned by ‘meher’ and 
maintenance. While meher is the amount of 
money payableat the time ofNikah, mainten¬ 
ance is a recurring obligation. If meher is 
not paid at the time of Nikah, it will remain 
as a debt on the husband and is recoverable 
from him or his property any time during 
or after his death. In other words, it is a ‘debt- 
on call’ payable on demand by the wife. 
Maintenance is also an unquestionable right 
of wife recoverable from him at all time 
through legal process. The wife may even 
refuse to take her abode with her husband 
if he has not paid meherat the time ofNikah. 
If anybody thinks that meher is not a debt, 
his Nikah is void. According to the prophet 
such paymem is a token of man’s respect 
for his wife and meant the realisation that 
she was not someone who came to him for 
nothing. It wm meant to give her status and 
to raise her esteem in the eyes of her husband 
and the world. The meher lias become an inte¬ 
gral part of the Muslim marriage and is men¬ 
tioned in Nikhahnama, the certificate which 
the couple receive at the time of marriage. 

It is usually asserted that the meher is a 
good security for the women in cue of my 
difficulties in her marital life, as when she 
is divorced, tlw meher money has to be given 
to her. 

The bride and the bridegroom need a new 
home after marriage which either the girl’s 
parenu, or the boy’s parents can help to esta¬ 
blish by providingca^ orhouieholdarticles. 
The prophet married his daughter to Hazaret 
AH and gave her a nuttreu of palm leaves, 
a sheet of camel leather and a bedsheet 
of yemen, besides an earthen ‘lota’ and a 
‘chakki’. These were all which the prophet 
gave in ‘jahez’ to his daughter, Shahzadi 
Bibi Fadms. The jahez given by him to his 
daughter shows th« the prophet wanted to 
keep the level of jahez so low that even the 
poorest of his followers may not feel bothered 
or exploited at the time of marriage of hit 


daughter, and It may not become a source 
ofexploitation by the groom side. Theprophet 
was a model for the entire Islamic world. 

Dowry system was not known to the 
Muslim society; It slid not find any place in 
Islamic 5/Kiria/i or SunmiA.’Those wto claim 
to be the follower of prophet of Islam, should 
not claim dowry. Claim of dowry from the 
bride’s party is a kind of exploitation, and 
Islam stands agaisnl all sorts of exploitation. 
Islam has given women an edge over their 
husbands insofar as it was obligatory on the 
part of the bridegroom to pay nidier and 
maintain wife and the children in a decent 
way. 

But in course of time, Muslims are vying 
with their Hindu counterparts in demanding 
and offering dowry both in heavy cash and 
kind, as well as landed property, etc. The 
practice of harassing brides in the name of 
dowry is not specific to certain (upper caste 
wcli-to-ilo) sections anxmg Hindus but have 
spread to other castes, economic straUi.evcn 
to people from other religions which have 
no basis for the practice in their personal law 
in the first place. 

Marria^ of children is an important social 
duty of parents ‘There is an exchange of gifts 
between two families. It has become an 
established custom in India for many 
centuries. Traditionally, rich and well-to-do 
families not only gave the bride as a gift at 
the time of marriage but also accompanied 
her with small gifts in cash and/or ornaments. 
These gifts were not called dowry in those 
days as they were presented after the marriage 
and as a mark of affection aird love. As lung 
as dowry was voluntary, it was not a financial 
burden. From the medieval period however, 
dowry demands have increa^ significantly 
in many parts of the country. Bythelate t9th 
century, the custom of dowry payment had 
slowly spread to lower castes and 
subsequently became a prestige issue. 
Unfortunately, after independence and 
especially after the abolition of zamindan. 
dowry demands have crept into all sections 
of the Muslim society. ’The dowry system 
has not only become a problem in settling 
the marriage but has also provided an avenue 
for some affluent famiHre to show ofT and 
enhance their social status. Dowry system 
is the creation of the aftfluent and they arc 
raising the rate day by day making difficult 
for the poor stratum of the Muslim society. 
There is a competition among the rich and 
well-to-do section of the Muslimcommuniiy 
to reserve a good match for their daughters 
whatever the demand. ’The girl’s parents 
want to buy a good future for their daughters 
Education has hardly any liberalising 
influence on the minds of the people tn 
respect of dowry. On Ihecoouary, edumtnn 
has raised dowry expectation. A highly 
educat e d man expects a higher amount kI 
dowry. Now the poor families are also m 
supp^ of dowry system, because without 
offMng dowry or fulfliling the demands oi 
thegraom it is very diffkuh if not impossible 
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(0 (Bt even aaoidiilify match for poor girts. 
The settlement of dowry has all the 
cbaiacteristics of a maricet transactioft. Its 
rate is always on the increase, it dqiendion 
the sodo-economlc status of the bridegroom 
and differsindifTerent regions and indifferent 
caate/class. There arc more or less well 
defined rates of dowry for bridegrooms 
bekxiging to different professions. 

Though dowry has been widely prevalent 

* among Muslims in Bihar, “dowry deaths 
were rdati vely unknown*'. It is only over the 
last four or five years that such incidents 
have been coming to light. Although data 
available on the topic is inadequate, a glance 
at media reports over the years makes it 
amply evid^ that no longer are Hindu 
women alone victims of dowry-related 
violence; it is taking place among Muslims 
as well. There is i» doubt that the incidence 
of dowry deaths among Muslims is much 

* krwerinabiolutcnumber.yettheiroccunence 
can no longer be described as a “stray 
incident” or “an istriaied case". 

A few cases of bride burning among 
Muilinu in Bihar are cited here for illustra¬ 
tion. It is based on the local newspaper reports. 

Case 1: Abdul Rquib of Budh Boyar, 
Bhurkunda has alleg^ that his daughter, 

’ Mothalat, was burnt to death by her in-laws 
at Ambatand in Giridih district for not 
bringing sufficient dowry. Mohaial was 
married to Md Moin Akhiar of Ambatand 
on April 14 this year. In an FIR lodged with 
the Giridih police, copies of which were 
released to the press, Rquib alleged that ever 
since marriage, girl's in-laws had been 
harassing her for not bringing sufTiciem 
dowry. Her husband Md Moin Akhtar, father- 
in-law, Zubair, mother-in-law and sister-in- 
law ate'made accused in the case (‘Girl burnt 
todeath fordowiy’ .Hindustan Times (Patna), 
June 24. 1993, p 4-III). 

Case 2: Mashraf Jahan. a resident of 
Chitkohra in Patna district lodged an RR 
with Gaidanibagh police stuion against Md 
Sohail, an assistant engineer (irrigation) 
posted at Siwan, charging him with 
abandonkig her daughter for the iatier did 
not pay Rs S0,000 promised as dowry. 
(‘Dowry case a^nsi engineer', Hindustan 
Times (Patna), lime 20. 1993. p 3-III). 

Case 3: Md Ayub, an executive engineer 
posted at Motihiri was arrested by the town 
policefollowingactiminai case filed against 
him and his family membe r s by his ‘samdhi'. 
A K Kaifi, advocate under the dowry act 
(‘Engineer held under dowry act//im&ston 
Tines, {Patna), June 24, 1988, p 4-1). 

'niete ate Just examples from those cases 
which SR repotted in Uie media There still 
nmahi countless ortien which do not come 
to the notice of the media or the police or 
tiM women’s organisations. 

Recalls one woman activist. “Atthe height 
of the Shah Bano controversy between 
Muslim fundamentalists and others 
(iochitfilg those finm other communities), 
^ cmninoo rhetoric thrown like a challenge 


into the ring was ‘why are these people 
talking about our laws. Let them first take 
a look at their own society. At least we don ’ t 
burn our women’”. 

Wife battering and torture have always 
been indulged in by man in a male-dominated 
society. Even the Muslim man comes from 
the same society and would hardly be so 
righteous as to not do this. But burning of 
women has been a rare occurrence in 
comparison to Hindus because the Muslim 
has recourse to ‘talaq*, a provision in Islam 
much misused by Indian Muslim men. 

In the past whmever few cases of suicide 
or deat h might have taken place were covered 
up. But today, women are coming out with 
their problems in the open. Dowry has no 
place in Shariat. On the contrary the 
bridegroom has to give mehcr to the girl 
Theoretically, meher is supposed to be under 
the sole control of the women. In reality, 
however, the amount paid as meher in many 
instances, is negligible and paid merely as 
a mandatory prerequisite for a valid Muslim 
marriage. It can be even as low as Rs 1,001, 
hardly a sum which will secure a woman’s 
future in this day and age. Often too dowry 
demands far exceed nwher which makes the 
whole exercise meaningless. Besides dowry 
or gifi.s, the bride's parents base to spend 
much more than the bridegroom’s parents 
do fur the celebration of the marital alliance. 
All ihcse transactions form a part of the 
mamagc ceremony and the expenses have 
to be borne by the bride's family. By and 
large, this is an unidirectional transanion. 

Apart from these, we also have cases of 
bridMwhoaneconstantly harassed phy.sically 
or mentally for failure to bring sufficient 
dowry. Though no formal survey lias been 
made on the stoic, not less than 2.000 
applications of women are pending before 
the Imarat Sharia, Phulwari Sharif, seeking 
to get their marriages dissolved as Muslim 
women have as such right as men, to get out 
of an unhappy marriage through 'Khula'. 
Many of these applicants have complained 
to the religious he^ of the constant torture 
by their husbands for the sake of dowry and 
gifts. Maulana Mujahidul Islam, head kazi 
of the Imarot Shwa told that increasing 
number of applications seeking to dissolve 
their marriages in the last two years have 
forced the religious leaders and Muslim 
intellectuals of Bihar to sound a warning 
note to Mush ms to desist from such practices 
in future and not to fall prey to the evils that 
have gnpped the Hindu community of laic. 
If this is not done the dowry duth and 
burning of brides among Muslinu would 
bocumc common ('Muslims asked not to 
take dowry’. The Tunes of India (Patna), 
April 2, 1992, p 2). 

It is worth mentioning that the Inuirat 
Sharia, Phulwari Sharif and Idara Shanah, 
Sultangaq), Patna happen to be the only 
courtsthai deal with nchcasesinihisrepon. 

The Increase or the onset of the 
phenomenon of dowry death among Muslims 
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is only a reflection of its growth in the 
society as a whole. It is dso an afilnnation 
of the fact that hardly any section of society 
remains removed from Ite grasping fingers 
of dowry demands. The practice is increa¬ 
singly cutting across caste, creed, religious 
and class barriers. Despite law, the practice 
of dowry is going on unabated. What can 
be done topic vent dowry violence and crimes 
related to dowry? It is true that the SIwat 
alone cannot prevent dowry violence arid its 
related crimes. What is needed is drat women 
ha ve to liberme them <-ves through a process 
of struggle against the domination of men 
as Isl amhas taught what shou'd be the idadon 
of the sexes upon which the whole character 
of a nation’s life depends. 4 belief that is 
prevalent among Indian Muslims about the 
inferiority of woman, that the mental capa¬ 
cities of both sexes are not equal, and mao 
on an average is superior to womm. is not 
based on the leaching of Islam. If the in¬ 
feriority of woman be wrongly imputed to 
Islam because of the custom of seclusion of 
woman prevailing among the Muslims, it is 
nothing more than a silly argumem. The 
propnet laid down very explicit and specific 
rules regarding the conduirt of women, but 
at the same lime he granted to women the 
liberty to face the world without a veil, when 
need^. However, the prophet’s teachings 
were misinterpreted by various religicws 
authoiilies. who distorted t)K facts and made 
purdah for women compulsory under all 
circumstances. Any uunsgresskm of purdah 
meant , anti-religious act. However, the 
inirdah customs have varied from time to 
lime and from country to country. 

The pages of Islamic history beartestimiiiiy 
to the fact that almost to the end of the 12th 
century women and man inter-mixed with 
each other, woman moving with dignity and 
self-respect and man displaying a chi vairaus 
veneration towards her. In the teuniofis and 
concerts she was a leading figure and 
performod her part admirably. She received 
visitors even in the absence of the male 
irrembers of the family for ‘The chastity of 
the woman of the clan was reckoned oiUy 
next to the valour and generosity of man”. 
She was free to choose her husb^ and to 
bind him to have no other wife than herself. 
'Taiaq-be-Tafwiz' (by delegation) is an 
example of Ihis pnvilcgc. 

Utm is a nc^ to bring change in the 
structure of the pteseru-day Muslim society, 
to make woman ecortomtcaii y sound as Islam 
has allowed a woman to get rid of her tyraiH 
and indecent husband by foregoing her 
meher, and treat them os equal m e mbers of 
i)ie society. Muslim woman have to revoh 
against (te ignominious position in the 
society. And this will only happen when 
women recognise their own strength, and 
recognise that she is man's support and 
foundation. By eating the icmnanis of Ihe 
family food, how can a woman expect to 
earn a man's respect? ^ muit fint lean 
to respect henelf. 
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lAihwt^ Autodonqr: ReaBty w Myth? 


ADOrit 


htMem miversUies have lost their autonomy either to the government 
or to the pn^ssioiuU institutes recognised by the parliament or to the 
agencies created by the UGC. In or^r to regain autonomy, 
universities should Junction and interact with industries emd research 
organisations to generate revenue, and become financially and 
academically independent. 


THESE days a glance at any English daily 
newspaper would reveal a striJung feature 
with reference to diefiefdorhjgher education. 
This is specially so in the case of Sunday 
ediaonsofleatlingEnglishdailies. Thereare 
many advotiacmencs by foreign uni verstd'es 
canvofting for their graduate and post¬ 
graduate courses. The adveftisements come 
from universities from the US, the UK, 
Kustraiia. Russia, and host of other coumiies. 
This never happened some 10 years back. 
Most of the courses are from the field of 
management, technology, computers and 
some limes even literature and medicine. 
Some reputed colleges in Mumbai and Pune, 
even though duly afTiUated to the respective 
universities, have resorted to the attraction 
of being recognised or being affiliated or 
getting accredited to foreign univenities 
for popular courses. They provide coaching 
and also conduct examiiiations on behalf of 
the foreign univenity to which they are 
connected and finally the degrees or 
diplomas are awarded by that foreign 
Ufiivertily. 

Students are att r acted towards these foreign 
universities because of the prestige attached 
tothenameoflbcunivetsity.andtheupdaied 
syllabi further enhance their chances in 
securing^ good job. Can we not read the 
writing on the wall? Yet, we do. But who 
is bothered about providing quality educa¬ 
tion and satisfy the needs of the industry, 
the main user of the final product of 
umversities? The teaching community and 
the administrators enter into academic 
exercises of reforms in such a way that no 
accounubtlily would prevail and nobody 
Bom the former and the latter would be held 
responsible for any failure of the system. 
The result is that students are tunning away 
from college classes and the educational 
system. 

There are instances in the histoiy of 
univcnilies when aflilialkHis were withdrawn 
of defaulting colleges, examination centres 
were cancelled for mass copying, registration 
of students was refused on account of non¬ 
payment of univenily dues, even validity 
and continuations of superannuated 
principals of collies wu test^ in the court 
of law, new dep art me n ts were opened after 


carefuIiyconskieringresearch,advancesand 
need of subjects. Now it is no longer so. 

The main reason is that the Indian 
universities have lost their autonomy either 
to the government or to the professional 
institutes recognised by the parliament or to 
the agencies created by the University Grants 
Commission. A critical study of the problem 
would reveal fascinating facts and the 
thitmeu of the autonomy that univenities 
enjoy today. 

The article intends to bring out the 
insignificant role of post office that Indian 
universities ate performing today. Univer¬ 
sities did have considerable amount of 
autonomy, both academic and firumcial, 
prior to 197S or so, but over the period of 
last two decades it has eroded. This erosion 
of autonomy commenced, intentionally or 
otherwise, becuase of the officials of the 
univenities themselves - through its tK>n- 
use, ovetdependence on government for 
finances, no monitoring of appointments, 
opening of non-viable new depaitmenu, 
negligence towards the welfare of affiliated 
degree colleges, fear of inadmissible 
expendituie and various other factors clubbed 
together. Thus, the universities handed over 
the privileges to some or the other agencies. 
Some of the prominent areas where erosion 
is highly significant and some of the causes 
for the same are given below. 

ItuiiiiUes of management antf colleges of 
engineering: Formerly the authority of 
approving proposals for new institutes of 
management and colleges of engineering 
was with tfie univenity concerned with, 
subsequent to formal consent of the gover¬ 
nment. Now it is not so. Any establish-ment 
which desires to start an irMitute of manage¬ 
ment ora college of engimaing for running 
university courses has to go through the so- 
called b«>dy of ormpeteat personnel, All 
India Council ofTechnica] Education, call¬ 
ed the AlCTE. The AlCTE has come irtto 
existence by an act of {Mrliament. This act 
was p as s ed by the parliament on Deceniber 
IS, 1987. The ap^ication for starting an 
institute or a coil^ has to be submitted to 
the director of technical education (DTE) of 
the concerned state. The DTE would appoint 
a commiltee of experts to visit the ito and 


verify teUMes and other details, andft 

make reconunendation to the AlCTE for 

flnal decision. 

This could be in three ways, viz, rejccu, 
or approval ordeifarmem with some siipui# 
conditions. Theic conditions are suppov 
to be fulfilled within the stipulated iimc H 
application fee itself is minimum or 

lakh, and in case the proposal is turned dus 

the refund ia only 66 per ceni nf it 
application fee. 

The host management has lu .see lucr 
hospitality of the committee and .such nihe 
expenditute that would certainly end up u 
additional thousands. This is in addiimn ir 
the local inquiry committee (LlC) of 
affiliating uni versity that would visit the sue 
and inquire about the facilities, finances. 
staff availabUily, etc. What is the status ni 
the LlC report in final decision? For all 
practical purposes it has no value, There arc- 
cases where AlCTE has given the approval 
to a management institute but the concerned 
university did not give approval. The high 
court was moved in the matter so as to decide 
who the final authority was. The judgment 
went against the Mumbai University and 
now the university has moved the Supicme 
Court, the judgment being awaited. There 
is another case wherein the university 
approved the proposal but the AlCTE did 
not. The net result is that institutes have 
come into existence in both the cases. If/he 
state government approves the proposal then 
all other things including the major and 
minor deficiencies carry no importance and 
the college or institute can commenie 
operation. There are several instances 
wherein institute of maiugemeni without a 
single square metre of its own. no qualified 
director and staff, no library facility, etc. hut 
still (hil y appro ved by the AlCTE, are runni ng 
for half a decade. About the flnances and 
the salaries to the teaching and the nun 
teaching itafT less said the better. One failt 
to understand and appreciate the role of the 
AKTTE in such cases. But on paper this 
approval of the AlCTE it very necessary 
'nieuidvenily and the concerned governmeni ' 
might have approved the college at per the 
norms laid down by them but the final 
authority at the all-lridia level remains with 
the AIC11L The AlCTE docs not have an) 
machinery or provisions to inspect the 
facilities after some stipulated peiM Thus, 
once AICTC gives nod there it nothing that 
can stop the functioning of the college a 
the institute. We still continue to say iha 
univertiliea are autonomous and they can 
award d^reea. But the essence is that such 

degree carries no meaning unleas it gets nod 

from the AlCTE. 

Medical and dental colleges; Indiat 
MetHcalCoundUlMCfandthelndiinDcnui 
Council (IDC) are the bodies at the national 
level to comider the propoaala, for tuninf 
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of a college, mbmitied through any 
noogidMd tutivenity and to approve or to 
diiapprove depending on the ftilfilment of 
all the conditiou laid down by the reape- 
ctive coundla. There are initanoea wherein 
poitgraduate counei itarted by certain 
leading univerulies are not approved by the 
councilt for yeara together, for come reason 
w the other, and it comes tolight only when 
candidates are refuaed admissions or posts 
on account of the deficiency. Who can venture 
to say that umversities have autonomy to 
approve and recognise medical or a d^tal 
college? 

Education (BEd and MEd general and 
special^ colleges: National Council of 
Teachers Education (NCTE), New Delhi, 
has come into being recently and it has 
spread its tentacles to all the comers of India. 
It has four regional onices, each headed by 
a director. This is a national body set up by 
the govemrtKnt of India to look after 
development and regulation of teachers 
educationsystemin the country. All leacheni’ 
training institutions have to seek recognition 
from the NCTE as per the provisions of the 
act. The ambit of the NCTE covers all modes 
of teachers education. The most important 
fact is teachers training t)uaIificaiions 
obtained after pursuing a course or training 
in an institution not rccogni.scd by NCTE, 
shall not be valid for employment. One can 
see easily that neither universities nor the 
UGC have any control over the NCTE In 
a sense univeisiiies’ autonomy has no 
meaning and it has to serve another master 
in the form of NCTE It is also significant 
that the NtTTE by itself does not run any 
teachere’ training courses. This in a way 
ensures that NCTE remains a monitoring 
body dwwing no confidence in the wisdom 
of any university. 

Colleges for teachers for deaf, blind, 
physiotherapy, etc: For this area there is a 
central agency which governs the approvals 
of applictions for such colleges. The body 
is Rehabilitation Centre of India (RCI). Any 
application bos to go through RCI and only 
on its approval colleges could commence. 
This application needs to be approved by 
the university concerned and the concerned 
state government fust before it could be sent 
to RO for its coiulderaiion. One can easily 
Comprehend the insignificant role of 
university and iu so<alled autonomy. 

The above itbms highlight the erosion of 
univenity autonomy over the last 1.^ years 
Of so with respect to professional coll eges. 
There were no all>India bodies like AICTE 
(management) or RCI (handicapped) or 
NCTE (education) eadia. The latest being 
the NCTE (or education colleges. But (his 
stosion of and encroachment on autonomy 

urt'mrtttea was not noticed and has now 
to May. What role do these all-India 
bodiee play In ihe welfare of tbeconcemed? 
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To draw parallel, it is like CRISIL, CARE 
or ICRA ratings. These bodies with no 
statuary or legal power tocorrect or to punish 
the violations by the ftnancia) institutions 
givenitinp tothe advantage of the institution 
and give incorrect signals to the investors. 
One need not further elaborate this point as 
everybody knows about the numerous scams 
and many financial institutions winding up 
their business. The point is AICTE. RCI, 
NCTE, etc, do not have any machinery or 
provisions to in.spcct, correct or punish the 
defaulting educational institutions. They do 
not have time for frequent visits and inspe¬ 
ctions of the colleges and institutions. Thus, 
the very purpose of granting approval gets 
defeated. There are many violations through 
misleading and incorrect advertisement*' by 
institutions approved by the AICTE. F.vcn 
after noticing these advertisemenu no action 
IS being taken either by AICTE or by 
university to prohibit the misuse of their 
approvals. 

Political influence and money power have 
played important rotes in this deterioration. 
But this article is mainly confined to the 
passive and ineffective role performed by 
the universities in this slow but sure downfall. 

Arc there any ways out to remedy the 
situation? Yes, provided there is willingness 
and conviction to really remedy the situation. 
These all-India bodies do not have the 
manpower and the finances to actually 
conduct periodical inspections and submit 
reports within reasonable time so that 
compliance by the erring institutions can be 
en.sured. India being such big country with 
wide diversities in geography, population 
density, scarcity of land, employment 
potentials, availability of finances, etc. 
standard norms which are made applicable 
throughout the breadth and length of the 
country are not practicable. The norms aim 
at utopia. For example, (a) in a city like 
Mumbai, if for a college of physical 
education a 6/4 lane track of 400 mts is 
made compulsory no college will ever come 
up in the city; (b) For management insiiniie 
to have a full time faculty often in practice 
hecomcsaliability. Ifafullyqualifled person, 
in say economics, is appointed as a full time 
faculty. how far his services in his field could 
be made use of? In real sense not even 2!i 
per cent of the whole year. There could be 
maximum of two papers he would be 
'eligible' to leach in ihcentircyear. Consider 
ihe leaching load, nine months x four 
weeks x 10 leemres = .f60 lectures in the 
year. In no coixlition two subjects in two 
semesters can gencraic this lecture load of 
160. A marketing expen need not be expert 
in finance, operations research, human 
resource development, etc. But to make (he 
full time appointmecd ftnanctally viable this 
ton of square peg in round hole exercise has 
to be perform^. In fact such impracticable 


conditiont force managemeot iaMiluIn to 
violate the norms. Even after such atiyiiil- 
ments faculty is required to teach a sUI^Mt 
to which he is not only familiar but also may 
not be qualified; (c) To insist on separMe 
building for institute or library, etc. in big 
cities, where availability of land and also the 
cost of land are prohibitive, is too rigid 

Many examples of this nature could be 
cited. It is therefore necessary that (i) all- 
India bodies should frame norms for 
fulfilment of conditions according to 
urbanisation, geographical condition, 
industrialisation, availability of altenutivc 
airange-ments; (ii) initially the all-India 
bodies and the concerned umversities should 
worktogether jointly at the timeof approving; 
(iii) compliance and fulfilment sitould be 
handled solely by the university; (iv) only 
local university can understand the situation 
better thus future inspections and other 
matters be left to the university cotKemed; 
(v) continuatiens, extensions, additional 
strength, discontinuations of any courses at 
the lequest of the concecned institute, etc, 
be left to the university; (vi) introduction, 
additions of new courses be done jointly; 
3nd (vii) preuctermined decentralisation of 
authority is necessary and it should be 
practised. Details could be worked out jointly. 

Grant of autonomy to pffUiated degree 
cof/rges.'Th i s is another area where uni verst ly 
can do nothing more than paper work. 
Graniin" of auh nomy to a college finaliy 
lies with the state government and the U(jC. 
The local university remains purely a 
recommendatory body.ThefuuuioetinitiiJIy 
come from both the sutc govenunciil and 
the UGC and after ft ve years or so the financial 
control lies with the state government. The 
autonomous colleges presently mostly from 
Tamil Nadu. Andhra Pradesh, have been 
pruned down by the state governments 
through strict contitri over the release of 
grants, to the extent that these coUeget are 
doing very little with the autonomous status 
enjoyed by them. From Rajasthan, Bihar and 
Madhya Pradesh very few colleges have 
opted for autonomy arid those who have, are 
mostly govemmem colleges. AH the suff, 
teaching and the non-teaching, are govern¬ 
ment employees Thus there it m question 
of raising finances or being accountable to 
students' performance or updating syllabi so 
as to anract good students and create idenitty 
of their college. In these colleges tnnsfen 
of leaching suff arc as per the g o venunent 
rules. Since basic concepts and combdoiis 
behind autonomy get violated in these 
colleges one fails to understand the role of 
their university in such cases. 

Generally Ihe repents of UCs appoiaied 
by the university for colleges for affiliMioii/ 
extension/contiruunanaretaMediailieieMie 
or the appropriate body aftcroneiotwoyean 
from fts receipt by the uiuvenity. TMs delay 
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itsdf spealu of Che little inapoilance attached 
to these reports. Again, university hardly 
enjoys any autonomy in granting/ 
continuin^extending 'autonomous status* 
to an affiliated college. 

Any introduction of new courses or a 
subject, since linked up with the approval 
to the appointment of teachers, needs 
government’s approval. Even allotting 
additional Icclurets) to a .subject(s) which 
would warrant appointment of additional 
staffneeds approval of thegovem ment, which 
generally do« not come. Some time back 
Mumbai University made a futile attempt, 
under the garb of restructuring the courses, 
to increase weekly lectures of a subject by 
only one, but the government came down 
heavily and did not approve the increase. By 
that time the university had spent huge 
amounts on stationery, transport, seminars, 
etc, on the so<allcd rcstnictunng. Univer¬ 
sity had to withdraw the proposed increase. 
What a mockery of university autonomy! 

University de/Hirlments: Government ha.s 
made inroads in this area too. In Maharashtra, 
universities have been given a date which 
divides domain of the universities in two 
sets: ‘government grants' and ‘ no govern¬ 
ment grants'. Any new department or a post 
created after that date becomes the liability 
of the concerned university. This forces the 
universities to move in and within the circle 
like a sheep tied to a rope. Thus academic 
autonomy which should be concerned with 
the technological, scienuric, environmental 
advances and the obsolescence of subjects 
and/or topics in a subject, thus culminates 
only into budgetary excrci.se. 

Recently SNDT University had to dis¬ 
continue the services of aqualifted professor 
in a subject, who had put in three years 
service, on account of the said policy. In 
Mumbai University there was a stage in one 
depait-meni where teachers outnumbered 
students. 

A good decision of the government to 
make universities in the state self-financing 
and making them accountable to their 
academic wisdom is still to bear good and 
energetic fruits. 

Approval to the afipointment of teacher: 
There were days when appointment of a 
lecturer reported by an affiliated college to 
the concerned university was generally 
approved by the university and it was also 
acceptedby thegovernment for admissibility 
of salary for the grant purpose. That has 
become history now. With the introduction 
of reservation and various norms to be 
observed for selection, it is seldom that 
selection done by the college, after following 
usual procedures and duly approved by the 
university, gets a quick nod from the 
govcmmcni also. 

These days any intirxfaiction of new subject 
or an additional division needs prior written 


approval by the govemmenl and not the 
university's alone. This machinery of 
approval is so slow and time consuming that 
every year there is a backlog of hundreds 
of appointments awaiting university's 
approval or rejection. This approval also 
carries no meaning at the government level 
but no college can submit any appointment 
directly to government authorities. One has 
really to search for an area where university 
enjoys full autonomy. 

Approval to the appointment of principal: 
Any college needs a duly qualified and duly 
approved principal. Previously after 
following the procedure laid down candidate 
duly recommended by the panel was 
appointed by the college concerned and his 
appointment was sent to the university for 
formal approval. Generally this approval 
was accepted by the government for grant 
purpose. Presently, in Maharashtra more 
than jO per cent of the colleges farts, science, 
commerce and education) do not have 
pnnapals whose appointments are approved 
by the government. They are in-charge 
principals or acting principals. The person 
working in this condition can neither pay 
proper attention to his lectunng load nor 
look after administrative work. He docs not 
command positional respect from both the 
teaching staff and the non-teaching staff. 
Moreover, he is uncertain regarding his 
future. Undcrthccircumstances the affiliating 
univeristy authorities should come in the 
picture, looking into the interests of the 
teachers and the students. But the university 
has lost autonomy to protect the interest of 
the colleges. 

IsTiip.re A Remedy? 

What IS the remedy for this situation? 
Little could be done at this stage as the 
damage already (kmc is irreversible. Colleges 
and the universities both arc heavily 
subsidised by the governments. Since 
independence till late t970s, the colleges, 
and till late 1980s, the universities were 
never asked ordi rccted so that they can stand 
all by themselves. 

This resulted in old colleges becoming 
static and their thi nki ng was always towards 
inhoductimof courses which would become 
grantablc. In Maharashtra, Karnataka and 
Tamil Nadu where colleges cm no grant basis 
were allowed, it is seen that such colleges 
have grown in leaps attd bounds and some 
of them have achieved deemed university 
status. Their buildings and infrastructure 
facilities are far superior than other aided 
colleges.They have provided students wider 
choices and the latest needs of the probtdile 
employers. Of course this is often accom¬ 
panied by malpramices, money power, and 
political cloiit, but considering the wider 
scope and more avenues made available to 
students one has to weigh the pros and cons 


of the situation. These unaided colleges an 
institutions have proved beyond doubt ihs 
academic institutions can stand b- 
themselves financially, indepcndeniiy 
Presently universities are practiully doin' 
nothing for welfare of affiliated collcga 
Conduct of examinations has become sob 
and only work of universities. For oilici 
administrative matters university hardly 
helps any college. Solution as envijiagcti 
today lies in belter co-operation between 
the colleges and the universities. University 
attitude of master and server towards 
affiliated colleges needs to be drastically 
changed. 

Most importantly, university should assert 
itself at the government level and should not 
leavethecollegesatthemercy of government 
for approvals, grants, academic improve- 
menLs, etc. It is basically the responsibility 
of the uni versity toensure that colleges fulUiw 
circulars, roles, statutes and ordinances. Once 
it has ensured that, then it should be duty 
of the university to defend colleges at till 
levels of the government. 

This is certainly not to assert that degree 
colleges arc not at fault at all. There are 
number of cases where principals have 
transferred junior college teacher to degree 
college without following procedure, 
promoting assistam librarian (a non-teaching 
post) to the post of a librarian (a teaching 
post), increasing the number of divisions in 
degree college under the false notion of 
natural growth, not maintaining service 
books of the staff, introducing new subjccis 
without due approvals from the university 
and (he government, etc. The point is that 
if the university fails to exercise il« 
autonomy, the affiliated colleges are i n even 
worse situation. 

Ingencral.universitiesin Maharashtraarn 
no longer autonomous in the teal sense oi 
the term. This situation has mainly come 
because of their entire dependence fur 
finances on the state government. The 
approach of the government is quite rational 
lliis should act as a warning to the authorities 
of the universities for not to rely on the 
government for finances any more. If 
universities are to make their names they 
should be self-reliant first. Just as central 
government has stopped liberal grants to 
IIMs. IITs and central universities, to make 
them think, analyse and implemeni plans 
tobecome self-supporting, limilarshouldN 

the approach ofthestalegoveniinenu towards 

the universities. On the ume lines. st:iie 
universities should function and interact w uli 
industries and research organisations so as 

togeneraterevenueandbecomeindepemlcni 

academically and also financially. Financial 
independence will breed acacimic inde¬ 
pendence. This would in turn generate 
accountability of the three pillars: tlx 
academics, the academia and llie finances 
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untied states 

Towards a ‘Gated’ Community 
An American Looks Home from India 

Adam Hodtfchild 


There is evidence of a certain mean-spirhedness in American public 
life today which was not there during the idealistic 1960s nor even 
part of the decade that followed. The rise of this anxious inward¬ 
looking mood seems all the more surprising today, when American 
{and European) dictates about free trade, open markets, structural 
adjustment and so on increasingly dominate the global economy. And 
when in the popular mind throughout the world, the west won the 
cold war. Why is America then not behaving with the magnanimity of 
a victor, but with the embattled, ungenerous bitterness of a loser? 


Ot'tE of the good things about spending 
sometime away from homeis that sometimes 
you can sec your own country a little more 
dearly. At an American journalist beginning 
six months in Kerala on a Fulbright grant, 
I find myself living in a state where the life 
expectancy of someone born today is higher 
than that of a black American, and where 
the infant mortality rate is lower than that 
m my nation's capita). 

Such statistics should make any American 
pause and think. Our great achievements in 
manufacturing and technology. in scholaiship 
and education, and in safeguarding free 
speech and dvil liberties, have not been 
matched in social and economic justice. And 
today they are also not matched in something 
else that is closely related: in the generosity 
of spirit that the world's remaining 
superpower ought to be able to afford. As 
I look back at the US from the opposite side 
of the world, this is what strikes me most 
forcefully. It seems to strike many of my 
Indian friends as well. I see half a dozen 
aspects of this mood in America today that 
bear commenting on. Together they add up 
to a kind of mean-spirltneu in our public 
life which was not there 25 yeara ago. Let 
me spell out the difTeicnl facets of this 
contemporary American narrowness of .spirit 
- and what its causes are. 

Hostility to die United Nations and to 
iniemational agreements: Every major 
nation - India included - has its own br^ 
of xenophobia. For America's powerful right 
wing, this has come increasingly to focus 
on the United Nationt. For a long time this 
Was confined to extremists who drove 
wound with bumper stickers on their can 
uying: *Gci the US Out of the UN and the 
UN Out of the US’. But in recent years 
Coognts itself has repeatedly refused to pay 
our huge debts to the UN. Other countries 
we otdraged by this arrogance-as well they 

ihould b& 


Many other international organisations and 
agreements have become targets of the same 
feeling. The long US resistance to signing 
the Law of the Sea treaty (despite the treaty's 
bias in favourof multinationalcorporationi), 
our shameful refusal to sign the international 
cunveniton against land mines, and our 
unwillingness to accept a global warming 
agreement that would require significant 
sacrifices all reflect this same mood: no 
collection of other countries is going to tell 
us what to do. 

Hostility towards immigrants from other 
countries: Occasionally this has tt^en violent 
form, as in the beating to death of aChmese- 
American with ha.seball bats in Michigan a 
few years ago. More often it is a matter of 
muttering, and of sporadic Congressional 
anempis to further restrict immigration. Even 
if he or she is not trying to immigrate, any 
Indian who has applied for an American visa 
has had a taste of the elaborate bureaucratic 
wall the US has erected around itself. 

American animosity towards immigrams, 
incidentally.isnothingnew'.rccuTTent spasms 
have occurred since the mid-l9th century, 
The ancestors of most of us, after all, 
originally came from somewhere else, and 
historically they have repeatedly tried to 
shut the door to the next wave of immigrants 
trying to gel in. Each successive wave of 
newcomers is invariably portrayed as 
different from us, less culiur^, and posing 
a grave threat to American values. A hundred 
years ago these were the things that 
White Anglo-Saxon Protestant (WASP) 
Americans said about Catholic and Jewish 
newcomers. 

Today we are in the midst of another of 
those anti- immigrant spasms - a striking 
contrast to our neighbours in Canada, fur 
example, whose percentage of foreign-bom 
residmis is far higher than our own. Some 
of the new anti-immigram kgislwion erased 
long-standing tradition. It used to be that if 


you were bom in the US, you automatically 
became an American citizen with full 1^ 
rights, no matter what the status of yow 
parents. But in California, following a 1994 
voters' initiative, the children of illegal 
immigrants can now be denied education 
and public health care - even if they ate 
American-boiTi. 

Hostility to people on welfare and to the 
welfare system itself: Feelings against 
immigrants-and against blacks and Hispanic 
Americans—was a major factor behind the 
recent so-called ‘refonn’ of oursocial welfare 
legislation. This was essentially a series of 
massive cuts in a social safety net already 
far weaker than those in western Europe. 
Children of families in poverty will be the 
ones who suffer most. After five years on 
welfare, most recipients will lose their 
benefits entirely - whether or not they have 
succeeded in finding a job or another source 
of income. Anyorte who has visited the US 
ha.s seen the beggars and the homeless on 
the strms of our major cities- people mostly 
not Ih'-re 20 years ago. Welfare refonn will 
swell their ranks. 

Less noticed but sinalaily ominous is a 
qiiiei campaign by Amencan business in a 
growing numberof states to severely weaken 
‘workers compensation' laws - the 
legislation that provides health care to 
workers injured on the job. 

The reiection if affirmative action. Thu 
must seem paniculvty surprising to people 
in-India, where reservation of jobs for 
members of the scheduled castes has Img 
been embedded in the constitution itself. Our 
own equivalents of the scheduled castes are 
almost always marked by skin colour. What 
we call affirmative action seldom consisted 
of job reservation in the Indian sense, but 
rather of preferences in hiring, university 
admissions, and so forth, given to women 
and to members of racial minority groups. 
This has been practised as a matter of policy, 
and by no means everywhere, only since the 
early 1970s. The idea that groups of people 
who had been discriminated against for 
hundreds of years deserved special 
compensation was, and still is, a just oik. 
It was a logical progression beyond the 
guarantees of voting rights for all that many 
of us inarched, demonstrated and organised 
for in the l9Ms. 

Some institutions practised alTirmative 
action more than othera. I hate to give credit 
for anything to the military. but, turpriiingty, 
affirmative action was applied more 
thoroughly and successfully in the army than 
almost anywhere else. The fruits of these 
efforts 20 and 30 yean ago can be seen in 
the high number of black generals today, 
who included Colin Powell, formcrchainnan 
of the joint chiefs of staff, former national 
security advisor, and a man who probably 
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could be elected president if he chose to run. 

Another great successofaffirtnaiive action, 
whose effects wilt be felt down through the 
generations, was the admission of lens of 
thousands of black and Hispanic Americans 
to colleges and graduate schools - students 
who otherwise might not have had theclumce. 
The more intelligent universities knew that 
someone who had come up through a second- 
class inner-city school sy.vtem would need 
extra help, in the form of tutoring and summer 
classes, to succeed at the university level, 
and they provided this. 

As a remedy for deeply embedded 
prejudice and injustice, afllrmaiive action 
was far from p^ecL Like its Indian and 
contemporary South African equivalents, it 
created immense resentment whenever 
someone apparently less qualified was hired 
or promoted over others with more 
experience. It also gave birth lo a debate 
about whether the teal bencriciaries were 
blacks and Hispanic Americans as a whole 
or only what InJian.s would call (lie 'creamy 
layer’ who didn't really need help. It raised 
the question of whether a university, for 
example, should admit the daughter of a 
black insurance executive in place of an 
equally qualified son of a white bus driver. 
Affirmative action needs rethinking and 
modification. But as a means of redressing 
long-standing racial discrimination, some 
form of it is essential. 

Nonetheless, California voters in 19% 
rejectedafiinnaliveaction in state education, 
government, and contracting. The regents of 
the state university system, which includes 
the pnemiercampuses of Berkeley and UCLA, 
had rejected i l after long and stormy argument 
the previous year, causing a catastrophic 
drop in the number of black and Latina 
students entenng the system's top campuses 
and their prestigious law and medical schools. 
Similar moves are under way elsewhere in 
the country. 

Tax-slashing fever. The US actually has 
the lowest tax burden of any major industrial 
country, but you’d never know it from the 
way Americans behave. As in many other 
things, my home state of California led the 
way here, by placing, in 1978, a ceiling on 
property lax rates. Other slates later passed 
similar laws, and the effects can be seen 
everywhere: shrunken budgets for univer¬ 
sity libraries, benefits for the disabled 
slashed, music and art programmes cut 
from the schools, larger class sizes, mental 
hospitals closed and patients turned out on 
the streets. 

Fiiithermofe, not only is anti-tax feeling 
on the rise, but so is a widespread desire to 
make the tax system itself more regressive. 
Our progressive income tax.cstablished more 
than 80 years ago, has long been riddled with 
loopholes for the privileged, but the principle 
involved, that the wealthy ought to pay a 


higher percentage of ihdr income in taxes, 
was a good one. And behind that principle 
lies the assumption that the lax system can 
play a role in redistributing wealth. 

However, the progressive income tax was 
partly demolisM under Ronald Reagan, 
and several of the cmitenders for the 1996 
republican presidential nomination called 
for a ‘flat tax’ under which even the modest 
remaining progressive steps would be 
abolished, and millionaires and garbage 
collectors alike would all pay the same 
percentage. The same right-wing farces also 
want to abolish the estate tax, which (again 
with many loopholes) takes a share of what 
the rich bequeath to their children. 

Irrational fear of crime. The signs of this 
arc everywhere. Rare it the American 
politician who can openly oppose the death 
penalty and get elected. A foflnerstaiecollege 
in Mississippi is being converted intoaprison. 
George Bush won the 1988 presidential 
election partly on the strength of a nasty, 
raci.st TV commercial accusing his opponent 
of being soft on crime. Congress and many 
state legislatures have passed laws restricting 
(he flexibility judges have in sentencing 
criminals, ai^ imposing mandatory long 
sentences for many kinds of crimes. In a 
country that already had one of the highest 
incarceration rates in the world, the number 
of Americans behind bars has tripled in the 
la.st decade and a half. With their budgets 
hit by tax-slashing initiatives, many states 
don’t have the money to build prisons for 
this new influx. As a result, we now have, 
amazingly, a number of privately-operated 
prisons which work under contract to state 
governments. 

Another indicator of the irrational fear of 
crime is a dramatic increase ‘gated 
communities' -housingdevelopments.oflen 
with hundreds of homes, ringed by a high 
fence or wall, and guarded by private security 
men around the clock. There are equivalent 
communities around the world, in India, 
Africa, and Latin America, pariicularty when 
the rich are living among the poor. But gated 
communities in the US are not restricted 
only to the very rich. Some 8.4 million 
American* already live in them, and a poll 
of southern Californians in 1990 found S4 
per cent saying they would tike to do so (The 
Nation, ‘Gate Crimes' by Peter Schrag, 
December 8, 1997, p 8). When people live 
in gated communities where they must pay 
hefty fees for private police protection and 
street maintenance, they often resent having 
to pay municipal taxes to support these things 
for everyone- and they become recruits for 
the lower-taxes lobby. 

It IS, of course, fully rational to fear crime. 

I myself have been attacked and robbed on 
the street in New York, and now I watch 
carefully where I walk there, and in other 
American cities IS wdl. But it is curious that 


huge numben of Americans today name 
violent crime as their greatest fear at a time 
when for several yean itatiitics have shown 
a dramatic, indisputable decrease in the 
nadonal crime rate. Why this paradox? 

n 

These, then, are some of the faces of the 
mean-spiritodness in American public life 
today, a mean-spiritedness that I think was 
not there during the idealistic yean of the 
1960s, nor even for part of the decade that 
followed. The rise of this anxious, inwaid- 
looking mood seems all the more surprising 
today, when American (and European) 
dictates about free trade, open matk^s, 
structural adjustment and so on increa¬ 
singly dominate the global economy. And 
when, in the popular mind throughout the 
world, the west won the Cold War. Yet in 
the ways 1 have outlined above wc are not 
behaving with the magnanimity of a victor, 
but with embattled, ungenerous bitterness of 
a loser. 

Why? Several factors, I think, together 
account for the change in American attitudes 
over the last two decades or so: 

Setbacks abroad in the 1970s: Despite the 
fact that the west won the Cold War, this 
was not really felt as a victory by most 
Americans. After all, it was not a stitnng 
martial triumph on a battle-field, but rather 
a case where the principal opponent, the 
Soviet Union, unexpectedly crumbled front 
within and then fragmemed into IS pieces 
The collapse of Soviet-style Communism 
was, to say the least, something hard for 
Americans (o take credit for. Hjrthennore. 
economically there was no ‘peare dividend' 
in the US; the powerful acrospace-mililar) 
lobby has insured that almost the same 
ridiculously high, unnecessary US arms 
budgets - more than 30 per cent of the 
world’s military spending - prevail today, 
with no major enemy, real or imaginary, m I 
sight. 

Far more significant than the end of the 
Cold War in American coniciousness, I 
believe, were the series of foreign polic) 
setbacks the US experienced during da 
1970s. Our country entered that decade as 
a nation which, except where the eastem 
bloc was concerned, wu accustomed le 
shaping the world to its liking. We weft 
living in what media mogul Henry Luce 
christened the American Century. ’Ibe L'S 
routinely Intervened militarily to overihm* 
unfriendly governments in Central America 
(1965 in the Dominican Republic, lo talt 
one of many examples). WtshingKX 
consideied that It had the ri^ lo spend 
money shoring up inti-Communisi polittol 
parties as far away as India, as was poini4 
out in these pafu recently. (‘MotherTere^ 

Mirror of BourgeoisOuilt’ by Vyay Prashifl 
EFW.NovemberS, l997.p28S8)Wedicln| 
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control theentire worid, but we were certainly 
the leading imperial power, as Britain was 
in the 19th century, and we were accustomed 
to being treated as such. 

This American mind-set was turned upside 
down in the 1970s. First the Araboil embargo 
quadrupled petroleum prices - striking at the 
very heart of American consumer culture, 
our love affair with the automobile. This, 
incidentally, exacertated a hostility towards 
Arab-Americans and other Muslims which 
has never abated. Then came the victory of 
the NLP and North Vietnamese Army in 
Vietnam. Even though US troops had made 
a face-saving pull-out two years earlier, for 
the first lime in its history, the US had lost 
a major war - and one in which nearly 60,000 
Americans had died and several hundred 
thousand had been wounded. For Americans 
raised in what one writer has called a ‘victory 
culture’, (secTihe £iuf cf Victory Culture by 
Tom Engeihardt, Basic Books. 1996) in 
which the heroic US armed forces invariably 
triumphed, both in history books and on the 
movie screen, over the American Indians, 
iheNazi Germans, the Japanese and everyone 
else, Vietnam was a bitter blow. 

The 1970s also sawaseries ofunexpected 
victories of anti-colonial liberation 
movemenu or progressive forces in vanous 
parts of the world: Rhodesia, Angola, 
Mozambique, and Chile, for example. At the 
end of the decade came the Sandinisla 
overthrow of the US-sponsored Somnza 
dictatorship in Nicaragua. A far more 
important US client, the Shah of Iran, also 
tumbled from power, and several dozen 
Americans in the US Embassy in Teheran 
were taken hostage. 

In the scope of world events, the Iranian 
hostage-taking was in one sense far less 
important, and certainly less bloody, than 
much else that happened during ihe 1970s. 
But to the American public il symbolised ihe 
humiliating shock of this peculiar, unsettling 
decade in which the US for the first time 
seemed to have lost control of the world, and 
insolcnt.dark-skinnod foreigners were telling 
us what to do. The US TV networks played 
the hostage crisis as if it were the story of 
the century, and the xenophobic hysteria 
this engendered helped win the 1980 
presidential election for Ronald Reagan. It 
is from that point on, I think, that one can 
dale a certain circling-of-lhc-wagons 
mentality in the US. 

The decline in real income'. Adjusted for 
inflation, the average American is earning 
sli^ly lets money today than 20 years ago. 
Many peoples' wages have not risen emxigh 
to keep up with inllation. Millions of others 
have lost their jobs as corporations 
‘downsized’, and have only been able to 
find otticr work that pays less. Not only has 
the average income dKlined, but the gap 
between the richest and poorest Americans 


- whether you take the top and bottom S per 
cent or 10 per cent or 20 per cent of the 
population -has in this same period widened 
starkly. 

In such a rich country, you would think 
a slight decline in average income wouldn't 
matter much, and if human beings were 
completely rational it wouldn’t. But, 
emoricRially speaking, wealth and poverty 
are entirely relative. Whether someone is 
rich or poor in absolute terms affects a 
person’s anxiety far less than whether he or 
she feels rich or poor. And that feeling has 
everything to do with whether a family’s 
income is rising or falling over time. For 
most of this century. Americans’ income has 
been rising. People expected that their 
children would grow up to have more 
education, a bigger car (or more cars), a 
bigger house, than they did. Now for Ihe first 
lime that as.sumption is shattered. Although 
a working class American isstill unbelievably 
rich in the eyes of 80 per cent of the people 
on earth, the American auto worker or clerk 
compares himself not with a tenant farmer 
in Uttar Pradesh, but with his own father. 
His job security is less; few private sector 
jobs today can be counted on for a lifetime. 
The cost of college tuition for his children 
has skyrocketed. His adult children arc more 
likely to be living at home, unable to afford 
to set up householdk of their own. 

When people feel they have less, despite 
working as hard as ever, they look for 
someone to blame. Sometimes Ihe villain 
chosen is some person or force who seems 
to he taking one's hard-earned money away, 
such as the lax collector. Sometimes the 
villain IS someone who seems lo be getting 
an undeserved free handout: the black 
beneficiary of affirmative action or the 
Mcxicanimmigrani on welfare. Shrewd nghl- 
wing politicians play lo that mood, even 
campaigning, for example, against foreign 
aid. In reality, toreign aid consumes only a 
tiny part of the US national budget, and most 
of that goes to purchase equipment, supplies 
or expertise from American business. But 
the image of foreigners receiving some sort 
of hamhxit while Americans must make do 
with less IS a powerful one. The US 
corpoKUions tlwi indirectly bcnefii from our 
foreign aid programme have quietly lobbied 
to keep 11 in place - but there is no such buill- 
in lobby for the United Nations. 

Suspicion novemmeni itself. One of the 
classic American beliefs is embodied in 
Thomas Jefferson’s famousdichim that 'That 
government Is best which governs least". 
Like many facets of Ihe national character, 
thisonc hastwosides. At its best it represents 
a healthy skepticism towards authority: 
whatever misfortunes America may impose 
on other couiurict. a demagogic figure like 
Hitler or Franco or Stalin is unlikely to arise 
at home. 


But the other side of this quality is a 
preposterous illusion. Many of the Americans 
you meet who tell you that government 
should be more limited and that we are 
squandering our resources on welfare for 
the poor, are themselves the beneficiaries 
of federal government programmes 
providing everything from advice u> faimen 
to small business loans to the indirect subsidy 
that helps anyone paying the morigage on 
a house. 

The far Right in the US is extremely well 
organised, and has sxilfully played upon lliis 
deep-rooted suspicion of government. It has 
convinced millions of people that huge 
subsidies for corporate fanners and a dozen 
or so aircrafi carrier battle groups are not 
Big Government, while an extremely modest 
and shrinking social welfare system is, that 
abolishing the progressive income tax will 
somehow benefit everybody and not just the 
rich, and that everything from affirmative 
action lo Ihe UN are tyrannical threats to 
human liberty. Powerful lobbies from specific 
industries have also manipulated this 
irrational fear of Big Government: the 
insurance industry used it several yean ago 
to torpedo President Clinton’s health plan, 
leaving us to lemain, the only major industnai 
nation without universal health insurance. 
That is a major reason why medical statistics 
for our inner cities are wone than those in 
Kerala. 

A weak Left Although an energetic 
socialiv movement with some remarkable 
leaders flourished around the turn of the 
century, for the last 7S years the US has had 
no major left-wing party The American 
Communist Party was small even at its high 
point in the 1930s, and its slavish following 
of every twist and turn of the Sovici line 
has stc^ily eroded its membership and 
crediMlity ever since then. Other parties and 
groups on the I eft, some with great integrity 
and thoroughly democratic politics, have 
seldom been more than tiny. 

Our national labour federation has always 
been relatively conservative. In the I9W 
Congressional elections, 40 per cent of its 
members voted for the Republican Party, its 
leadership was late in reaching out to women 
and minorities, slow to identify arith the 
struggles of fellow workers overseas, and 
dominated, until Ihe leccnt. welcome advent 
of some reformers, by elderly while men 
best known for playing golf with corporate 
executives and holding their annual 
wimer conference u a posh Florida l eni i d c 
resort. Most imporiant of all. the propoitioa 
of American wockeis who belong to unkm 
has now shrunk lo only shiait 14 per cent 
- a figure dwarfed by the percentages in 
Canada, western Europe. South Africa awl 
elsewhere. 

There are many reasons for the weakneM 
of the American Left. The key one is ihW 



we haveal wayt been a land of upward social 
mobiliiy, and. even more important, a land 
dominated by the dream of that mobility. 
People thus ictenlify with the class they hope 
to be in, not the one they are in now. As 
successive waves of immigrants rose up the 
economic ladder, and as successive waves 
of settlers moved across the country from 
east to west (often slaughtering or displacing 
American Indians in the process), it did not 
seem to require a mass movement to ensure 
one’s ability to rise economically. 

At least in the I9ih and early 20ih century, 
the myth of the poor immigrant who could 
strike it rich in America had some basis in 
reality. And it still docs today, especially for 
immigrants from much poorer countries, or 
for immigrants who arrive in the US with 
a higher education. The myth remains an 
influential one: that you rise or fall 
economically on the basis of your own hard 
work or laziness, virtue or sin, and not on 
the basis of being a member of a mass 
movement or a trade union. From this, I 
believe, comes some of white Americans’ 
hostility to afTirmativc action; the feeling of, 
“my ancestors pulled themselves out of 
poverty by their own bootstraps; why can’t 
blacks and Latinos do the samcT’ And 
sometimes - when they’re not making racial 
slurs against Asians - they will point to the 
^kingaccomplishmenlsofimmigrantsfrom 
Indit. C^ina and Japan and say, "Why can’t 
blacks and Latinos be like them?" 

A movement of the Left can be as 
vulnerable to stupid thinking as any other 
movement - something I am reminded of 
by the occasional sight of Joseph Stalin on 
a political billboard here in Kmla. But at 
its best, dominated not by rigid attachment 
to such appalling idols but by a passion for 
social and economic justice, a vigorous, 
healthy movement of the Left can be a strong 
force for social change. It also can encourage 
a sense of solidaiity that crosses national and 
ethnic boundaries. If we had such a 
movement, I believe, there would be far 
more sympathy for afTirmalive action and 
far less hostility to immigrants. And we 
might be collectively more ready to come 
to terms with the fact that over the years 
many of the immigrants or would'be 
immigrants from Latin America have been 
political or economic refugees from 
aulhoriUirian regimes long propped up by 
US military aid. (As it is now. sadly, Hispanic 
Americans absorb the n^onal mood and are 
statistically as likely as anyone else to want 
to shut the door to new immigrants.) 

ni 

The changes i n A merica I have been talking 
about what pains me because, like most 
people in the world, I would like to be able 
to aay that I love my own country. I do indeed 
love many things about it: the freedom to 


say and write what you warn, the tradition 
of spirited critical inquiry that shapea our 
universities, Americans’ disrespect for 
authority, the marvellous law c^led the 
Freedom of Information Act which allowed 
me to gel ISO pages ofgovernment documents 
recording FBI and CIA spying on my own 
activitiesinIheanti-V ietnam W ar movement, 
our increasingly varied cultural mosaic of 
peoples who have come from all over the 
world. And. for all our problems. Americans 
of different religions, colours and ethnic 
backgrounds Itave managed to live together 
more peacefully than almost any other major, 
similarly varied collection of people on earth. 
This is no small achievement. 

I wish I could say I saw a quick end to 
the many-faceted mcan-spiritedness that casts 
such a shadow on this picture, but I don’t. 
Bill Clinton senses the national drift to the 


right, and reapooding to it helped get him 
re-elected. (Although, to hii creiliL he has 
not abandoned his support for affirmative 
action.) What I fear most is that if the current 
American ecemomic boom comet to an end. 
and millions of people who already feel 
unsure of their job security are thrown out 
of work, it will exacer- bate these problems 
still more. 

A major economic crisis will produce an 
even greater need for scapegoats to Uamc, 
and immigrants, blacks. Big (jovemmenu 
the tax collector and whatever scraps of a 
social welfare system we still have left will 
fill that need. It will not be a pretty picture, 
and may make wluu we’re seeing now look 
quite mild by comparison. I would hate to 
sec the US bmme a gated community writ 
large, with the rest of the world locked 
outside our gates and our empathy. 
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PERSPECTIVES 


Export of Services; Towards an 
Integrated Approach 

Kalyan Raipuria 

Since the services sector covers a host of activities for which there 
may be no nodal organisation and a number of government 
departments may be responsible for supervision, an integrated 
approach is needed for promotion of export of services. An outline of 
such an approach. 


^ INDIAhasincreasingstakcsinworldexpims 
Z whichhavcbecnexpandingrasterthan world 
. output. Worldcxports have crossed the level 
of US $ 6 trillion. Out of them, exports of 
corntncrcia) services have reached to $ i 2 
* trillion. The world exports of commercial 
^ services increased at the annual rate of 10 
; pereem during l>lW-95, compared to 8 per 
cent for merchandise trade. 

The world over, following the development 
trends in the past, the share of the services 
sector in GDP has grown. The sector accounts 
I for more than 70 per cent of GDP in many 
OECD countries. Presently, India’s service 
' sector constitute over 42 per cent of GDP 
' though per capita income is just above & 3S0 
' per annum. Exports, however, remain at a 
I lower level estimated at $ 6.5 hillion. This 
I may be an underestimate, hut would work 
! out to around 2 per cent of aggregate GDP, 
about S per cent of services GDP. and about 
' 0 6 per cent of worldcxports. India, ranking 
.^Isiamongcxportcrs.rcmainsanctimporicr 

; ofservices.withabalanccofovcrS I hillion 
1 The noted winner in the sector is software 
export with earnings exceeding $ I hillion. 
According to the RBI. one of the reasons 
why private transfers have bulged to S 8 
billion in 1994/95. $ 8.5 billion in 1995/% 
and$ I l.6billionin I996^7isimpmvcmcni 
in software and other technology related 
exports. 

The rising shares of services sector in 
GDP and in total world trade are indeed 
correlated. The growth rale is expected to 
he higher and stable in the economies where 
the services sector is expanding. 

In the above growth perspective, 
development and pronaotion of exports from 
the service sector would be not only an 
impenii vc but also desirable given the results 
of the Uroguay Round which covers services, 
besides goods, under General Agreement on 
Trade in Services (CATS). 

UauouAY Round Rcsuuts 

Though no projcctkmsofthccxpcctcd rise 
inincomeandexpoittarcavailableasincasc 

of goods, the GATT study analysing them 


ha-s found that the commitments made in 
the first round are a major step towards 
the elimination of restrictions which dis¬ 
tort trade in services and that further 
liberalisation can he expected in future 
rounds of negotiations to which members 
of ihe Agreement have already committed 
themselves. This is already clear from the 
Agreements on Information Technology 
and Telecommunications reached m the 
Singapore ministerial meeting held in 
December 19%. 

The agreement on trade in financial services 
under GATS concluded on December 12. 
1997 covers more than 95 per cent of the 
world'smulti-irillion dollar financial services 
market - aboutS 18trillion in global secuntics 
assets, $ .18 trillion in international hank 
lending and about $2.Strillionin worldwide 
insurance premiums. The agreement will 
come into force at the beginning of March 
1999 and 102 enuntnes have pledged to 
open, to varying degrees, their sccuniies, 
hanking and insurance sectors to foreign 
competition. The US andElJ will, with minor 
rcstnciions. be fully open to foreign .secuntics. 
hanks and in.surancc companies. The east 
Asian countnes have also made important 
concessions. Given the comparative advan¬ 
tage and build-up of efficiency in financial 
services, a significant scale of world market 
can be lapped by certai n developing rou ntnes 
including India. 

TheC ATT study has revealed that although 
ihcrc is great sanation in the number of the 
cixiniricsoftcnng commitments on dilTcrenl 
services, there are no .sectors which have 
been excluded from the scopcof commitment. 
The majority of commitments bind the 
existing level of access while others incor¬ 
porate and bind liberalisation of previously 
existing restrictions. The study has come out 
with a tabulation of 11 sectors. 161 service 
.ictivilics and 87 schedules with varying 
degrees of commitments. Furthermore, the 
relatively limited number of commitments 
in certain sectors, viz, health, education, and 
environment are largely a rcllcction ot the 
fact that they arc cs.scniially in government 


sectors and that competitive or commercial 
provision is not widespread. 

It is also revealed that as many as 67 
countries have scheduled commitments in 
business services which cover professional 
services (like legal,accounting,architectural 
and medical services), computer and related 
services, R and D scr vices, real estate seridccs, 
advertising, market research, management 
consulting, inves*.gallon and security 
services, and host of other business services. 

Indeed, the potential for global free trade 
is greater in the services than merchandise 
where too about 60 per cent of world trade 
is scheduled to be tariff free early in the next 
reniury. The advances in digital and com¬ 
munication technologies are leading to the 
possibility of borderless electronic trade in 
key services sector. Over a trillion dollar 
market is being created by the deals of the 
WTO members establishing global trading 
hlueorints for information technology 
prodjcts and telecommunications services. 
Liberalisation of trade in financial services 
would add significantly to their cross 
border trade vhichrcachojover $50billion 
in 1995. 

The realisation of export noteniial 
emerging from the commitments would, 
however, depend upon u country' s reservoir 
of educated ono skilled resources, cost and 
efficie: .y, the infrastructure and suppoit 
sy.stum, the policy regime, and above all 
business practices and delivery systems. 
Certain country-level specific studies under 
way would be able to provide the spectrum 
of identified services where comparative 
ad vantageexists and where particular support 
system needs to be built up and policies 'lecd 
to he formulated. 

Need por an Ivtiorateu Aitroach 

Since the services sector covers a host of 
activiiics tor which iniUally there may not 
he a nodal organisation, growth and super- 
vi'.ion being undci a number of departmeiiU 
a.s also amonomous organisations including 
■he central bank, there is dcfiniic need fur 
an integrated approach. The commerce 
mimstet. in a recent national seminar, has 
stressed the importance of developing the 
services sector in an integnMed manner in 
order to raise tradability, increase com¬ 
petitiveness and maximise gams from 
expanding world trade. It is high time that 
a wider discussion is obtained on this issue. 
The approach has lu be integrated in (he 
sense ihat it should cover not only the 
development pcrspecii ve of t he whole sector, 
the emerging potential for expanding trade, 
and the overall and specific comparative 
advantages which the country has. but alto 
the suppon and promotion system which 
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need to be developed jointly by the public 
and private lecton, i e, by both the govern¬ 
ment and by the induitry and trade invoiving 
different aspects of human resources 
development and their competitiveness. 
This should be integrated also in the sense 
that the fiscal, monetary, EXIM, FDI, 
financial sector and other policies need to 
give a thrust to the sector with a common 
objective, i c, the stances moving in the same 
direction such as doubling the country's 
share in world exports and India becoming 
a net exporter. It would also cover the 
regulatory system which exists for capital 
market, banking and insurance, tele¬ 
communications and where it does not exist 
and needs to be put in place. 

The budget for the current year includes 
special measures for cost reduction in 
information technology sector. The EXIM 
policy for 1997-2002 has also further 
facilitated software exports in permitting use 
of dtta communication links or physical 
exports through courier services, among 
others. The income from software exports 
is exempted from tax. Electronic commeice 
is being pursued in a big way. Mumbai is 
exhiUting big potential for a world financial 
sector. 

OinuNE OF AN Intecrated Approach 

In outline, an integrated approach should 
indude besides the above mentioned policies, 
a suppon system aiming at an authmtic and 
expedient information system which goes 
beyond the national iiicome accounts and 
balance of payment data and covera market 
information; conceited effort for greater 
market access and concessions for free 
movement of human resources across 
botden; identifying priority and target service 
sector exports and their major providers; 
increased availability of flnandng options; 
augmented resources for investment in 
required infrastruaure (including training of 
petsms) of high quality needed for them; 
widely agreed guidelines for increased 
tradability by way of standards, bench¬ 
marking, customised presentation, net¬ 
working. market alliances, modem maiketing 
and multi-media publicity; and institutional 
base, such as anetwoik of public and private 
sector banks^road for baiikingand financial 
services; an organisational system which 
enables individuals to form networks, 
consortia and associations which help 
develop service providing conclaves, 
inforniMionhighwayi. financial centres, etc; 
and an agreed code for globalised business 
.practices. 

Setting up of certain service ex port districts 
and pilot projecu may help a great deal in 
this regard. Indian bank branches abroad 
nuinbcring 97 (June 1996) include only one 
private bank. A balanced and efficieiicy- 
octeMcd expansion is called for. Specif 


‘role models' for target service sector 
exporters also need to be studied for certain 
lessons. 

Such an integrated approach would enable 
us to chalk out a road map for a variety of 
incenti ves and support needed to built up the 
promotional framework for export of 
services. 

Following SWOT analysis, the endeavour 
should be to build up a system which 
expeditiously responds to the need for 
augmenting manpower strengths and 
ameliorating weaknesses, as also responding 
to the emerging opportunities from liberalised 
world trade and threats which nuy arise due 
to new trade barriers. Market access to 
servicesexportsis beset with di fficulties and 
constant diplomatic and negotiating efforts 
have to be ensured to overcome them. With 
the emerging liberalised regime in India, the 
role of the actors of the services sector is 
as much as, rather more than, that of the state 
sector. 

Indeed, a vast export sector for services 
can emerge only i f there is signi ficant growth 
of the internal market. A focus on the export 
sector is needed as this provides scope to 
tap the available demand with much higher 
returns, compared to the domestic sector 
which may take time to respond widely 
gi ven the low percapita incomes. The ethnic, 
spiritual, musical, entertainment and others 
like cuisine and costume designing services 
which have a significant domestic maricet 
have already obtained worldwide demand 
but their scale can expand multifold. 

Ninth Plan Initiativfs 

The Ninth Five-Year Plan (1997-2002) 
Approach Paper covers several initiatives 
which would contribute to the much needed 
integrated approach. Firstly, the shift in 
emphasis in favour of socid and physical 
infrastructure would heipthe orderly growth 
and tradability of tte sector. Secondly, the 
projected rising share of imports and exports 
in GDP would enable increasing integration 
of the domestic to the world economy. 
Thirdly, the emphasis on policies for 
developed skills and Technology Vision for 
India2020’ speaks volumes for the domestic 
potential whiett can be raised. Furthermore, 
the Approach Paper points to the need for 
system improvement and commercialisation 
erf public utilities which will bring the cost- 
pricing of the services sector in order and 
is compatible with the world pricing system. 
The Approach Paper has laid emphasis on 
“judicious public intervention” nither than 
on any direct controls or discrimiiiatinig 
tariff and pricing strategy. These initiatives 
when followed in policy formulation will go 
a long way in raising the level of eflicieficy 
and productivity of the services sector. 

However, ihm remain several issues 
which require wider discussion among ail 


ooocemed. They include the manner in which 
the earnings from professionals can he 
brought in to the id^fled charaieli, the 
incentives system in which the service 
providers get net benefit from exports of 
services going beyond the tax/iebate draw¬ 
back system, a strategy of sub-sector 
development which enables significant 
growthofimernal market for quality services, 
channelling foreign direct investment in the 
services sector in line with its share of GDP, 
and an R and D level which enables inno¬ 
vation in the different sub-secton raising 
the standards of services corrsponding to 
international benchmarking. An important 
issue relates to the role of the states in 
developing services exports, besides their 
role in education and training. 

The inflow of FDI in the service sector 
has much to do with its liberalisation which 
is in progress. However, the actual FDI was 
just $ 1S.2 million in 1996-97 which 
amounted to$ 100.4 million in l99S-96and 
$ 93.4 million in 1994-93. These may be 
compared with total actual FDI of $ 2,057, 
$ 1,418 and $ 872 million, respectively. 
The expected advanuges of FDI by way of 
state-of-the-art technology, standards and 
quality of services, management practices, 
and world marketing links need no emphasis. 
It is an issue if the inflow in the services 
sector can be expanded in the coming years 
given the variety of exportable services and 
comparative advantage of our large 
knowtodge-based workforce. 

The thrust of an integrated approach has 
to be on a quantum jump in services exports 
which corresponds to the share in GDP and 
the human resource reservoir of the country. 
The beneflts in terms of raised earnings, 
globalised system and difTcrent growth and 
employment linkages with the rest of the 
economy are apparently enormous. 

Once a comparable country like China, 
reported to be preparing a new offer for its 
commitments in the WTO, comes in ex¬ 
porting services in a big way. India cannot 
be far behind having advantages of large 
English-speaking skilled people who are not 
yet aging. The approach outlined above has. 
therefore, to be taken up for wide discussion 
in the right eanicst. 

An increased thrust on services cxporLs 
definitely helps competitiveness of exports 
of goods. The strategies for expanded 
merchandise exports inevitably involve 
services, notably financial and communi- 
cation services, besides critical transport 
sovkes. Thus it is prudent to target rapid 
development of services exports foo both 
their domestic and expoit-reltted advan¬ 
tages. The unique advantage of services 
exports would open new growth gates fur 
the country. 

[The views expressed in the piper arc 
personal.] 
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Foodgrains Demand m India to 2020 

A Preliminary Exerdse 

GSBhaUa 
Peter Hazdl 

This paper attempts to project feed andfood demandfor India to 2020 under alternative income growth scenarios. 
These alternatives are: continuation of current trend of 3.5 per cent growth in per capita income; acceleration 
of growth in per capita income to 5.5 per cent; raising the entire poor above the poverty line ('Non-poor India ’); 
and ensuring that every one is well fed in terms of calories ('Well-fed India'). The results show that with an 
anticipated rise in the growth rate of per capita income in India during 1991 to 2020 from 3 to 5.5 per cent 
per annum, there would be an appreciable acceleration in the growth rate of demand for foodgrains. These results 
are contrary to the assertion of some scholars who have argued that with an expected acceleration in per capita 
income to 5 to 5.5 per cent during the coming decades, there would be a decline in demand for foodgrains and 
hence that India’s prospects for wheat and rice exports are bright. Our view is that Herculean efforts would 
be required for stepping up food production even if domestic demand is to be satisfied from domestic sources. 


RECENTLY, thete has taken place a heated 
debate in India on food demand projectioas 
to the 21 St century. By using both log linear 
and Linear Expenditure System (LES) of 
equations, the Planning Commission has 
d^ved some estimates of food demand to 
2010. The NSSdata on consumer expenditure 
for 1973, 1977-78 and 1987-88 revealed a 
few important changes in consumption 
pattern in India. It is brought out that because 
of distinct changes in tastes and consumption 
habits, with a rise in per capita income, 
consumers spend a larger proportion of their 
income on superior foods and in many rich 
states, their per capita consumption of 
foodgrains has gone down significantly. 
Besides the visiblededinein income elasticity 
of demand for foodgrains, increasing 
urbanisation, casuaiisation of work in rural 
areas and the availability of a wide range of 
consumer goods even in remote rural areas 
are said to be the other reasons for the decline 
in foodgrains consumption. More important, 
even pom households with i nadequate calorie 
intake did not use additional income to 
purchase additional calories in the form of 
foodgrains, the cheapest available source 
[GOI, NSSO 1991]. 

Keeping in view these developments, some 
scholars have predicted that with an 
acceleration in per capita incotne growth, 
despite some increase in indirect demand for 
foodgrains for feed, on balance, there would 
be a further decline in the growth rate of 
demand for foodgrains. It is argued that “if 
the GDP growth rate accelerates from 5.2 
per cent during the 1980s lo7 per cent, there 
is likely to be further deceleration in the 
household demand for foodgrains and the 
total demand including that for animal feed 
may rise, but is unlikely to apprrach the 
observed Icmg-term gros^ of 2.6 per cent 
in foodgrains output, let alotw teaching the 
3.96 per cent growth rate envisaged in the 
Eighth Plan”. Accordingly, this deceleration 


in the growth rate of demand is likely to 
provide an excellent opportunity to India for 
augmenting its exports of wheat and rice in 
which the country is said to have a distinct 
comparative advantage [Rao and Gulati 
1994).' 

This paper takes a radically different view 
about the likely demand for foodgrains in 
the context of a rapid increase in the growth 
rate of per capita income in India. Itisaigued 
that with a rise in per capita income, while 
direct demand for foodgrains may not increase 
as rapidly as earlio-, the derived demand for 
foodgrains for feed arxl therefore the total 
demand for foodgrians would rise at an 
extremely rapid rate because of the shift of 
consumption from food to milk and meat and 
other animal husbandry products. 

An attempt has been made to calculate 
food and feed demand to 2020under different 
scenarios of growth of per capita income. 
These alternatives are: continuation of the 
current trend of 3.5 per cent growth in per 
capita income; acceleration of growth in per 
capita income to 5.5 per cent; raising the 
entire poor above the poverty line (‘non¬ 
poor India’); and ensuriitg that every one is 
well fed in termsof calories (‘wdl-fed India’). 
In addition, three alternative assumptkms 
have also beenjpade about feed coefficients. 
Recognising that a rapid increase in demand 
for milk and meat and other animal husbattdty 
producu would necessitite the modernisaiion 
of the animal husbandry sector which 
currently depends on traditional methods of 
rearing, outside grazing and feeding, the 
indigenous animal slock would have to be 
gradually replaced by cross bred or imported 
high milk yielding cows like Jerseys and 
Holstehis and by better vmieliesoffauffoloes. 
As the experience of all rapidly growing 
countries shows, all the newbreeds primarily 
depend on stall feeding and require rdativdy 
much higher amount of cereals. conoentrMea 
and meals. Keeping thlx in view, an attempt 


has been made to make three alterruitive 
assumptions about the likely feed 
requirements, namely, those prevailing in 
India, China and Indonesia. 

It turns out that the food demand to 2020 
is quite high. This is specially so, if instead 
of Indian feed coefficients, Chinese feed 
coefTicienu are used. The demand becomes 
still higher if Indonesian feed coefficienu 
are used. It appears that India would have 
to make extraordinary efforts by way of 
investment in irrigation, rural electrification, 
scientific research and extension, and other 
rural infrastructure to be aMe to produce 
enough food to feed its teeming million 
during the early next century. 

Demand Estimates 

In 1990-91, India produced 176.4 million 
tonnes of foodgrains including 162.1 million 
tonnes of cereals and 14.3 million tonnes of 
pulses. The net availability for human 
consumption after netting for seed, feed 
(about three million formes) and waste and 
after accounting for imports and changes in 
stocks was around 145 million tormes. This 
was about twice the arrmunt of cereals used 
only 25 years earlier. 

The avenge household still spettds about 
60 per cent of its total budget on food, and 
cereals account for about 37 per cent of this 
share. The small amount of cereals fed to 
livestock tefleeu low budget shares for 
livestock products, and a high tcKanoe on 
cropby-products, household waste, and open 
grazing for feeding livestock. Cereal demand 
has not grown as rapitfiy in recent years as 
many experts had previously expected. In 
urban areas, per capita cereal consumption 
seem to have stabilised at abotti 135 kg per 
year, while it has actually declined in rural 
areas (from 183 kg to 175 kg per year during 
the Im two decades). Diets have become 
more diversified with increasing shares of 
the food budget allocated to milk, eggs and 
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lives^ products. Milk conmimption, in 
paiticular, has grown very fast, averaging 
about 6 per cent per year in recent years. 

Several studies have predicated that total 
cereal demand in India will exceed 200 mt/ 
year by year 2000 (e g Rao-1975; National 
Commission on Agriculture 1976; World 
Bank 1981; Radhakrishna and Ravi 1990; 
Sanna and Gandhi 1990). But with total 
foodgrains (cereal plus pulsc.s) demand of 
only 170 ml in 1995, slowing population 
growth, and declining per capita cereal con¬ 
sumption, it now appears these demand pro¬ 
jection are too high. Moreover, with national 
productiongrowingfaster than demand, India 
also appears to have beaten its foodgrain 
problem for the next decade at least. 

But what of the longer term outlook to year 
2020? Will total cereal demand double agui n 
as it did in the past 25 years (to about 320 
mt), or will changes in demand lead to 
significant departures from past trends? The 
answer depends on several intcr-pIaying 
factors: changes in population growth; growth 
in per capita incomes and urbanisation and 
their effects on consumption of cereals and 
livestock products; changes in livestock 
feeding practices as output increases require 
increased reliance on cereals for feed; and 
the impact of future economic growth on the 
poor. Poor people spend proportionally larger 
shares of their budget on foods than other 
income groups, and hence have the potential 
to become an important source of growth in 
demand for cereals and livestock products 
if their incomes increase. 

Here we present projections of cereal 
demand to 2020 under alternative scenarios 
for income growth, livestock feeding 
ptactices, and reductions in poverty. Our 
analysis also requires assumptions about 
population growth, the rate of uibanisation, 
and consumen' expenditure elasticities. 

Population Growth and Urbanisation 

India'spopulalionwas846million in 1991. 
nearly twice as large as 20 years earlier, and 
three limes the size of the population ai 
Independence. The growth rate is sbwing 
down, from 2.1 per cent per annum in the 
1980 b to 1.9 per cent in the 1990$. Most 
experts expect the growth rate to slow even 
further in the next century, but with the 
population still reaching I billion by 2000, 
and 1,3 billion by 2020. FOr our analysis, 
we have taken the population projections 
calculated fay Nauuajan (Table I). 

India is also becoming more uibanised. In 
1991, 26 per cent of the total population 
lived in urban areas, but this is projected to 
increase to 42 per cem by 2020 (Table 1). 
As a result, the rural population is only 
expected to increase by 19 percent between 
1991 and 2020, whereas the urban population 
will increase by 153 per cent (to 550 millhMt 
people). 


EXPBNDlTUItE BLASnemES 

Using the43td Round (1987/88) consumer 
expenditure survey of the National Sample 
Survey Organisation (NSS), we estimated 
log-inverse Engel functions across classwise 
data for different commodity groups. We did 
this separately for rural and uiban areas. This 
led to the expenditure elasticities reponed 
in Table 2. 

The expenditure elasticities for cereals are 
consistently inelastic in all slates and they 
are less elastic in urban than rural areas. The 
national estimates are 0.3.3 for rural 
households and 0.18 for urban households. 
On the other hand.thcexpcnditureclasticitics 
for livestock products are mostly clastic, 
averaging 1.47 and 1.01 for milk in rural and 
urban areas, respectively, and 1.04 and 0.75 
for the eggs/mcat group. Further growth in 
per capita income should lead to continuing 
slow growth i.T consumer demand for cereals, 
but accelerating demand for livestock 
producLs. 

Urban consumers have consistently lower 
elasticities for all food groups than their 
rural cousins, hence given similar growth 
rates in per capita incomes, increased 
urbanisation should slow the growth in 
demand for food. However, if incomes grow 
faster in urban than rural areas, then this may 
more than offset the impact of the lower 
urban expenditure elasticities for foods The 
shift away from cereals towards more 
diversified diets will occur in both rural and 
urban areas. 

There have been numerous studies of 
consumer expenditure behaviour in India, 
and in Table 3 our elasticity estimates are 
compared with the results reported from 
three such studies. Our results are remark abl> 
similar to the elasticities reported by 


Radhakiishiia and Ravi (1994), particularly 
for cereals and livestock pnxliicu. How¬ 
ever, the elasticities repotted by Kumar 
and Roaegrant (1995) are lower. It it also 
apparent that the Indian elastichiei used in 
IMPACT, IFPRI’s global food projections 
model also impose more inelastic demands 
for cereals and livestock products than our 
estimates would wanam. As we shall see, 
this leads to imponani differenedt in the 
projected demand for these commodities 
for 2020. 


Table 1: Potulahon Pruiections for India, 
1991-2020 

(miUioiu/ 


Year 

Rund 

Urban 

Total 

1991 

628.6 

217.7 

846.3 

2001 

709 

3II.S 

1020.5 

2011 

750,5 

432 7 

1183.1 

2020 

750.5 

5.50.6 

1301.1 


Source: Nalara|an (1993) 


Table 2; ExreNontJRE ELAsnemES for 
Varioos COnsomer Items. All Indu 


Consumer Items 

Rural 

Urban 

Cereals 

0.33 

0.18 

Pulses 

0.62 

0,47 

Milk 

1 47 

101 

Edioil 

0 77 

063 

Egg and meal 

1.04 

0.75 

Vegetables 

0.6 

0.6 

Fruit 

1.33 

1.16 

Suguc 

0 95 

0.55 

Total Food 

0,67 

0.6 

Clothing 

1.81 

1.62 

Per Capita 

Expen^ture Rs/mondi 158.1 

249.93 

Source: Authon' 

calculations using ihe NSS 


Consumer Expenditure Survey for 
1987-88 and the log invene function: 
log y = I ♦ h/x 


Table 3. CoMrAiisoNs between Alternative Estimates of ExreNnm'RE Elasticttcs. Indu. 



Radhakrishna and Ravi 

Kumar and Roseitrent 

IMPACT 

Bhalla 

Urban 

Rural 

Urban 

Rural 

All 

Urban Ruial 

Rice 

0.40 

0.46 

0.01 

0.06 

020 

NA 

N 

Wheat 

0.38 

0.44 

-0.09 

-0.07 

0.1,3 

NA 

N 

Other Cereals 

-0.01 

0,0.3 

-0 13 

-0.18 

N 

NA 

N 

Tout Cereals 

0.34 

0.38 

N 

N 

N 

0 18 

0.33 

Milk and Milk Producls 

1 09 

1.15 

0.37 

0 46 

0.54 

1.01 

1.47 

Edible Oils 

0.70 

0.76 

0.2.3 

0.39 

05 

0.63 

0.77 

.Sugar and Cur 

0.88 

0.78 

0,06 

0.14 

N 

0.55 

0.95 





Poultry 

0.75 



Meal and Eggs 

0,89 

0 93 

0.63 

0 85 

0.30 

0 75 

i 04 



melt 


Eggs 




Pulses 

064 

0.71 

0 22 

0.31 

N 

0.47 

0.62 



Fruits 

0.3 

044 


1.16 

I..33 

Pniils and Vcgelahle* 

0.81 

(I.SIVeg 0 25 

0.39 

N 

0.60 

0.60 

Ollier foods 

0.95 

0.87 

070 

0.94 


N A 

N 

Non-foods 

1.52 

l.6i 

1.87 

2.25 

N 

0.60 

l.ll 






CkKhiag 



Smtit r: R RodhakriAhna and C Ruvi (1994) (N.S.S data for 9 periods during 1970-89). 

P Kumar and M RosegranttlPU.S) (NSS dau for l972/7.t. 1973^4. 1977/78. 1983, 
1986/87 and 1987/88). 

M Rosegnnl, M Agcaoili-SondHlIa and N Perez (I99S). 

Bhalla (1995), own calculations using NSS data for 1987/88. 



Feed Demand 


Tailb 4: Aed Co ew ci bw i e ntcM IMPACT Model (Toni hio Pee Ton Prgouci) 


Given income elastic demands for milk, 
eggs and meat, and accelerating growth in 
per capita incomes, demand for livestock 
products will continue to grow rapidly in the 
years ahead. This will place increasing 
pressure on livestock production systems, 
and traditional breeds and feeding practices 
are likely to give way to improved breeds 
and a greater reliance on cereal feeds. India's 
livestock are currently fed very little cereals, 
relying heavily on crop by-products, 
household waste, and open grazing areas. 
This is not sustainable if production is to be 
increased significantly, particularly as 
available grazing areas are shrinking and 
becoming degraded [Repetto 1994], Table 
4 contrasts the feed coelTicients per unit of 
livestock output between India, liKloncsia 
and China, as specified in IFPRI's IMPACT 
model. As India's livestock systems intensify, 
it seems inevitable that they will become 
more like those in other important Asian 
countries. In our feed demand projections 
to 2020, we therefore project India's feed 
needs under the alternative scenarios that 
livestock feeding practices remain as they 
are, or become like Chinese or Indonesian 
practices. 

Poverty 

Although India is currently self-sufficient 
in cereal.v. still many millions of people are 
inadequately fed. Since poor people have 
high expenditure elasticities for food, 
particularly cereals and livestock pro¬ 
ducts, then any widespread reduction in 
poverty should lead to a surge in demand 
for cereals. 

We consider two scenarios for poverty 
reduction. The first is to examine the impact 
on food demand of bringing all the poor 
above the official 1991 poverty line as recently 
revised by the Planning Commission. Using 
the results of the 1987/88 NSS survey of 
consumer expenditure, we increased the 
consumption basket of all expenditure 
groups falling below the poverty line to the 
consumption basket of the group lying 
just above the poverty line. This was done 
separately for the rural and urban popula¬ 
tions. We then calculated revised averages 
for the expenditure bundles of the rural 
and urban populations, which then formed 
the basis for calculating the impact of 
changes in population size and income 
growth to 2020. 

Recognising that over one-third (36.37 
per cent among rural and 38.67 per cent 
amonguiban) peopleliving abovetheoflicial 
poverty line are still malnourished in India, 
particularly from protein deficiency, we 
consider a second poverty reduction scenarios 
in which everyone among the malnourished 
is assumed to become well fed. For this 


Country and Feed 

Milk 

Beef 

Pigmeat 

Sheepmeot 

Poultrymeal 

Eggs 

INDU 

Wheat 

0.0220 





0.3534 

Maize 

0.0079 



0.3190 

0.3043 

0.1516 

Other grain 

0.0033 



0.1803 


0.0857 

Roots 

Other meals 

0.0176 

0..34I6 

0.1483 

0.6890 

0.3778 

0.5205 

CHINA 

Wheat 

0.1572 

0.3986 

0.0794 



0.1458 

Maize 

0.11.39 

0.7222 

1.4926 

1.9263 

3.0231 

0.2532 

Other grains 

0.0033 


0.0583 


0.2119 

0.1451 

Roots 

0.0624 

0.0521 

1.8631 


0.3129 

1.9441 

Other meals 
INDCHSESIA 

Wheal 

0.0000 

0.3551 

0.0993 

0.0456 

0.2215 

0.0471 

Maize 

0.4446 


1.9270 


0.1787 

0.9115 

Other grams 

Roots 

0.5796 

0.7851 

1.9874 


0.3693 

0.4538 

Other meals 

0.0678 

0.1602 

0.3042 

0.3452 

0.0783 

0 1479 


Table .S: Conslimer Demand PkaiErnoNS, 1990 to 2020, unoes Alternative Scenarios, India 

(million Ions) 


Baseline Trend to Continue Poverty Removed Well-Fed Indii 



1990 

Actual 

2020 
With 3 
Percent 
PCY 
Growth 

2020 
With 5.5 
Percent 
PCY 
Growth 

1990 

2020 
With 3 
Per Cent 
PCY 
Growth 

2020 
with S.S 
Per Cent 
PCY 
Growth 

1990 

2020 
With 3 
Per Cent 
PCY 
Growth 

2020 
With 5.5 
Per Cent 
PCY 
Growth 

Milk 

43.99 

203.57 

496 28 

51.60 

237,47 

581.91 

83.69 

379.88 

942.98 

Eees 

1.1.3 

4.23 

7.68 

1.28 

4.73 

8.63 

2.33 

8.02 

15.10 

Beef 

0.59 

2.14 

3.95 

0.6.3 

2.24 

4.16 

1.18 

3.95 

7.53 

Pigmeat 

0.27 

0.97 

1.79 

0.29 

I 02 

1.89 

0.54 

1.80 

3.44 

Shrepmeat 

0.4] 

1.49 

2.75 

0.44 

1.56 

2.90 

0.80 

2.68 

5.11 

Poulirymeat 

0.22 

0.81 

1.50 

0.24 

0.85 

1.57 

0.42 

1.41 

2.68 

Total meat 

I.SO 

5.42 

9.99 

1.59 

5.67 

I0..52 

2.94 

9.84 

18.77 

Fish 

1.83 

6.15 

11.70 

2 13 

7.05 

13.50 

3.56 

11.78 

22.58 

Cereals 

144.62 

267.83 

327,32 

151.98 

280.41 

342.94 138.21 

2S9.8I 

316.60 

Pulses 

10.40 

25.77 

38.19 

9.88 

24.52 

36.33 

13.11 

.32.19 

47.81 

Oils 

4.15 

12.46 

20.23 

4.57 

13.61 

22.1.3 

5.88 

16.79 

27.50 

Sugar 

10.15 

30.65 

53.86 

11.54 

34.69 

61.17 

15.17 

45,17 

80.17 

Roots andaibeiil7.l7 

43.31 

65.75 

13.87 

34.64 

52.60 

17.42 

30.17 

33.81 


Note: PCY- Per capita income growth. 

Well-Fed India: All undernourished are well-fed ax per ICMR norms of balanced diet 


Table h: Fred Demand PaoJEcnoNS, 1990 tu 2020, undeb ALtCRNATtve Scenarios, India 

Imilllon Ions) 



Baseline Trend to Continue 

Poverty Removed 

Well-Fed India 

1990 

Actual 

2020 2020 
With 3 With 5.5 
Percent Per Cent 
PCY PCY 

Growth Growth 

1990 

2020 2020 
With 3 With S.S 
Percent Per Cent 
PCY PCY 

Growth Growth 

1990 

2020 2020 
With 3 With 5 .^ 
Per Cent PerCeni 
PCY PCY 

Growth Growth 

Indian Coefflclcntf 









Wheal 

, 1.37 

5.97 

13.63 

1.58 

6.89 

15.83 

4.59 

11.19 

26.08 

Maize 

' 0.72 

2.97 

6.42 

0.81 

3.35 

7.30 

2.22 

5.50 

12.18 

Other grains 

0.40 

1.71 

3.78 

0.46 

1.94 

4.34 

1.25 

3.18 

7.21 

Total cereals 

2.49 

10.65 

23.84 

2.86 

12.17 

27.48 

8.06 

19.87 

45.48 

Roots and luben 

. 

11- 

- 

- 


0.00 

0.00 

0.0() 

Other meals 

1.97 

7.99 

16.81 

2.22 

8.94 

19.00 

6.71 

14.83 

32 08 

ChidcM Cocfllclcnts 









Wheat 

7.34 

33.55 

80.85 

8.57 

38.99 

94.53 

14.80 

62.60 

153.72 

Maize 

7.60 

32.58 

73.83 

8.64 

36.96 

84.62 

15.97 

60.26 

139.76 

Other grains 

0.37 

1.51 

3.17 

0.42 

1.70 

3.61 

1.52 

2.82 

6.07 

Total cereals 

15.31 

67.64 

157.85 

17.63 

77.65 

182.76 

32.30 

123.68 

299.5S 

Roots and luben 5.54 

23.10 

49.92 

6.33 

26.24 

57.22 

21.53 

43J0 

95.85 

Other meals 

0.36 

1.30 

2.40 

0.38 

1.38 

2.SS 

0.97 

2.39 

4.56 

Indoacdan Coefllcicnts 








Wheal 

- 

- 

- 

- 


. 

0.00 

0.00 

0.00 

Maize 

21.15 

96.38 

231.37 

24.69 

111.98 

270.46 

45.41 

179.93 

440.1.< 

Other grains 

- 


- 

. 


. 

0.00 

0.00 

0.00 

Total cereals 

21.15 

96.38 

231.37 

24.69 

111.98 

270.46 

45.41 

179.93 

440.lt 

Rooii and uben 27.09 

123.82 

298.35 

31.63 

143.87 

348.77 

54.19 

231.02 

367.16 

Other meals 

3.49 

15.64 

37.03 

4.04 

18.07 

43.09 

7.49 

29.16 

70.40 
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uipote, wc took the food consumption 
Aiket lecommended by the Indian Council 
if Medical Research (ICMR) as the desired 
ninimum. Again using the 1987-88 NSS 
oniumer expenditure data for urban and 
ural people, we increased the consumption 
osket of all expenditure groups where 
eceasarytomatch the ICMR norm, and then 
lalculated revised averages for the 
ixpenditure bundles of the rural and urban 
npulations. 

Bxseline Demand Proiections 

Our baseline projections assume the rates 
if population growth for rural and urban 
ireas given in Tabled; the expenditure 
ilasticities given in Table 2; initial expen- 
limre levels for rural and urban households 
IS reported in the 1987-88 N.SS consumer 
ixpenditure survey; no change in the 
listribution of income within the rural and 
irban groups; and either 3 per cent or S.S 
ler cent annual growth in national per capita 
ncome (PCY). The results are reported in 
he first block of Tables S-7. 

With 3 per cent per annum growth in PCY, 
onsumer demand for cereals records an 
ncreBseof85 percent from 145 mi in 1990 
o 268 mt in 2020 (Table S). There is a four- 
old increase in the demand for milk, eggs 
ind meats, but the quantities involved arc 
till relatively modest. Given these increased 
lemands for livestock products. Table 6 
hows that, with current feed cocfficieitLs, 
cieals fed to livestock increases from 2.4 
iH in 1990 to 10.7 mt in 2020. Total cereal 
lemand for food and feed in 2020 is 
herefore 278 ira, up from 147 mi in 1990 
Table 7). 

IfPCY growth accelerates to S.S per cent 
ler year, as now seems possible with the 


ongoing policy and trade reforms, then 
cereal deWnd will grow morednunatically. 
Consumer demand increases to 327 mt by 
2020 (Table SI, a 126 per cent increase over 
1990. There is a further doubling in the 
(temand for milk, eggs and meat, and a cor¬ 
responding increase in cereal feed require¬ 
ments to 23,8 ml by 2020 (Table 6). Total 
cereal demand in 2020 is then 351 mt,al40 
per cent increase over 1990. 

But rapid growth in the demand for 
livestock products would likely lead to the 
adoption of more celcal intensive feeding 
practices. Table 6 shows that if India's feed 
coefficients become like China's then with 
rapid PC Y growth of 5.5 percent, cereal feed 
requirements would increase to 158 mt by 
2020, leading to a total cereal demand of 485 
mt, a huge increase over the 147 mt required 
in 1990 (Table 7). The increase is even more 


alarming if India were to adopt Indonesian 
feedtng practices. In this case, with S.S per 
cent PC Y growth, total cereal demand would 
reach SS8 mt by 2020, comprised of 327 tin 
of consumer demand and 231 mt of feed 
requirements. 

Our results are broadly consistent with 
the projections forindiafromIPPRJ’sglobal 
food model IMPACT (Table 8). With 
assumptions of higher growth of popula¬ 
tion, but with lower expenditure elasticities 
(Table 3), and a GDP growth rate of 4 per 
cent per year (that is a PC!Y growth of 2.3 
per cent per yearl, IMPACT predicts total 
cereal fo^ and feed demand of 303 mt by 
2020. This amount lies midway between 
our baseline projections of 260 and 351 ntf 
for 2.2 per cent and 5.5 per cent PC Y growth, 
respectively. Because IMPACT assumes 
that the feed coefficients would not change. 


Table?; TotalCekeaie Demand, 1990to 2020,Undek AlteanativeScbiabios. India 

(millUMt tons) 

_ Feed Coefficients _ 

_ Indian _ Chinese Indonesian 

Feed Total Ccreai Feed Total Cereal Feed Total Cereal 



Demand 

Demand 

ITemand 

Detiund 

Demand 

Demand 

Baseline 

1990 actual 

1.69 

147.11 

9.57 

159.93 

12.76 

165 76 

2020 (.VO per cent PCY grow(h) 

3.82 

278.48 

20.16 

335.47 

26.46 

36421 

2020 (5.5 per cent PCY growth) 
Poverty Removed 

6,79 

151.15 

32.51 

485.17 

41.41 

53869 

1990 

1.85 

154,81 

Ip 39 

169 61 

1198 

176.67 

2020 (3.0 per cent PCY growth) 

4.16 

292.58 

21.69 

358.06 

28.54 

192.39 

2020 (5.5 per cent PCY growth) 
Well-Fed India 

7.42 

370.42 

.4 76 

525 70 

44.09 

613.40 

1990 

S.Sl 

146.28 

18.94 

170 51 

24.73 

183.62 

2020 (.1.0 per cent PC Y growth) 

660 

.101.02 

30.89 

406.82 

.19,02 

461.08 

2020 (.5..5 per cent PCY growth) 

12.56 

162.08 

48.62 

616.15 

58.16 

756.74 


Niiif PCY- Per capita income growth 

Wfll-Ffd indw. All undernourished are well-fed as per ICMR nonai of balanced diet 


Tabu 8; Rwo and Feed Demand Projections k* 2020 as pm IFPRl Global Model Ba.se Lise Scenabio (Imt- an Feed CoeeeiciintI 

(M mllitm iimsf 


'ommoditics 


1990 


2020 

(Base line Scenario) 


2020 

(High Growth Scenario) 


Demand 

Food 

Feed 

Net of 
Trade 

Demand 

Food 

Feed 

Nei of 
Track- 

Demand 

Food 

Fbed 

Trade 

lilk 

54.62 

25.31 

.5,4 


157 77 

78.72 

6.66 


162.6 

88.61 

6.26 


lilk Mgtd 

18.11 

16.85 


0 18 

49.61 

46.17 


-2.06 

57.77 

51 76 


-9.87 

leef 

0.79 



0,06 

1.67 



-0..34 

2 16 



-0 82 

igmeni 

0,36 



U 

0 84 



-0.22 

I.OI 



-0.39 

heepmeat 

054 



n 

1 1.5 



-Oil 

1.32 



-0.28 

oultrymeal 

0.28 



0 

0.86 



-0 01 

0.86 



-0.01 

'otalMeat 

1.97 



006 

4.52 



-0.68 

5 35 



-1.5 

fP 

1.13 



0 

27 



-fl.l 

1.16 



-0.55 

oyabeaM 

2.11 



0 

5 1.5 



-I .58 

515 



-IJ9 

eals 

2.17 



0.68 

.5 61 



-0 II 

5 69 



-0.18 

Cheat 

47.89 

42 17 

1.6 

1.4 

95.11 

82 61 

4 48 

1 91 

9,5.56 

82.61 

4.73 

1.69 

«i2C 

8.97 

7 05 

0.86 

0 01 

18.41 

11.47 

279 

0.12 

18.08 

13.46 

249 

OJ 

tiler grains 

27.47 

24.52 

0 49 

0 

47 78 

41.2 

029 

2.41 

48.94 

43.15 

1 4 

1.44 

ice 

74.76 

71.8 

1.34 

0 61 

1.59.6 

1.51.27 

2.88 

1 99 

1.59 62 

15.1.1 

2M 

1.93 

otal Cereals 

1.59.09 

145.54 

4.21 

2.04 

121.12 

292.57 

10 74 

6.41 

122.6 

292.52 

ll.S 

SJ6 

ootsandTuben 

21.57 

17.17 

■> 

0 

39.68 

30,24 

5 01 

1.C2 

39.23 

.30.25 

4.62 

1.47 

fih 

6..16 

1..19 


-1.11 

11.43 

6.09 


16.5 

11.44 

6.01 


J6JSI 


owce: RoicgnM. Agcatrili-Ssunbilla ind Pern (1995) 
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cereal feed requirements remain low at 
II mt in 2020. The lower expenditure 
elasdcilies assumed also lead to relatively 
low demands for livestock products. 

Demand Projettions with Poverty 
Eliminated 

If poverty had been eliminated in 1990, 
consumers would have demanded 155 mt of 
cereals instead of 147 mt. and demand for 
livestock product, and hence livestock feed, 
would have been marginally higher. How¬ 
ever, these differences become magni fied by 
2020, especially with rapid PCY growth and 
increases in feed coefTicients. For example, 
with 5.5 percent annual growth in PCY and 
current feed coefficients, total cereal demand 
in 2020 increase to 370 mt compared to 351 
pit without poverty elimination. The 
projections become 526 and 485 mt, 
respectively, if Chinese feed coefficients arc 
assumed, and 613 and 559 with Indonesian 
feed coefficients (Table 7). At these higher 
levels, feed requirements account for nearly 
half of total cereal demand. 

Consumption of livestock products also 
increases significantly by 2020. With 5.5 per 
cent PCY growth, for example, milk demand 
reaches 582 mt compared to 496 mt without 
poverty alleviation (an increase of 17 per 
cent). There are similarptoportional increases 
in the demand for eggs and meats. 

Demand Proiections for a 
‘Well-Fed’ India 

Had the entire Indian malnourished 
population been fed to at least ICMR 
recommended dietary standards in I990.total 
cereal consumption would have been 5 per 
cent lower, but consumption of milk, eggs 
and meals would have nearly doubled 
(Table 5). If feed coefficients had increased 
to Chinese levels, the total cereal demand 
of 170mt (food plus feed) would considetably 
exceed the actual 1990 level (147 mt). 

The 2020 projections for consumption of 
livestock products with a ‘well-fed’ India are 
startling. With 3 per cent PCY growth, milk 
consumption reaches 380 mt, compared to 
204nitinourbaselincprojection.lt increases 
again to 943 mt with 5.5 per cent growth 
in PCY. The demand for eggs and meats is 
also about double theamounts of the baseline 
projectioas for each assumed rate of GDP 
growth. 

With current feed coefficients, total 
cereal demand remains modest in a well-fed 
India; 301 mt with 3 percent PCY growth, 
and 362 mt with 5.5 per cent PCY growth 
(Table 7). But these demands escalate 
alarmingly if feed coefficients increase. For 
example, with 5.5 percent PCY growth and 
Indonesian feed coefficients, total cereal 
demand reaches 757 mt in 2020, of which 
440 mt (58.1 per cent) is required for 
livestock feed. 


Conclusions 

Our tesulu show that whether India will 
have a manageable cereal demand in 2020 
depends critically on what happens to the 
livestock sector. Rapid economic growth, 
particularly ifitisaccompaniedby significant 
reductions in poverty, will lead to escalating 
demand for milk, eggs and meats. These in 
turn will likely require changes in livestock 
production method, with much greater use 
of cereals for livestock feed. 

If current livestock feeding practices 
continue, then total cereal demand in 2020 
seems unlikely to exceed 351 mt, even with 
PCY growth of 5.5 per cent per year. If 
economic growth is also accompanied by 
significant reductions in the proportion of 
poor people, then cereal demand could 
increase to 370 rot by 2020. However, if 
livestock feeding systems have to change to 
meet rapidly growing demands for li vestock 
products, cereal demand could grow 
alarmingly. For example, if India adopted 
the livestock feeding practices observed today 
in China, and the per capita income grows 
at 5.5 per cent per year, total L-ereal demand 
could reach 485 mt by 2020. of which 158 
mt (32.5 per cent) would be used as feed. 
Cereal demand would climb to 560 mt by 
2020, with 231 mt (41 per cent) going to 
livestock, if India adopted today's feeding 
practices in Indonesia. Alarming as these 
figures are. they are actually very similar to 
the kinds of2020 projections that have been 
made for China (Huang, Jikun. Scott Rozelle 
and Mark Rosegrant, 1995). Given that 
both countries will have very similar 
population sizes (1.3 to 1.4 billion) by 2020, 
and perhaps not dissimilar per capita incomes, 
these levels of cereal demand cannot be 
totally dismissed. 


Note 

[This paper it based on an ongoing study 
‘Prospects for Balancing Food Needs with 
.Sutlainablc Resource Management’ being 
undertaken by the authors under the auspices of 
the International Food Policy Reseaich Institute, 
WasMnglon, DC. The views expeessed as well 
as any error^or mistakes are solely the 
respoiuibility of the authors.) 

I According to the authors Rao and Oulati 1994, 
the downward shift in the demand for 
foodgrains has “opened up prospects for, indeed 
necessitated the export of foot^tains specially 
in view of comparaiive advantage that the 
country enjoys in respect of production of rice 
and wheat”, op ciL pop 160. 
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Freeing Ikade in Agriculture 

Implications for Resource Use Efficiency and Cropping 

Pattern Changes 

Ashok Gulati 
Anil Shamu 

If India frees up imports and exports of agricultural products at zero duty, there is a possibility of reaping 
significant gains from trade, while promoting resource use efficiency (RUE) in domestic cropping patterns. The 
declining share of cereals in gross cropped area may slow-down and even see reversal in some pockets. Similarly, 
area expansion under oilseeds will decelerate. India may emerge as a marginal exporter of cereals and cotton, 
while importing edible oils and pulses. From overall efficiency point of view, agricultural trade libt.,alisation 
would benefit India. 


Introduction 

N the recent past, the issue of removing 
luantitativc restrictions (QRs) on imports 
.as been intensely debated. This issue has 
ccn brought to the ccnirestagc because 
ndia's continued use of QRs has been 
uestioned by her major trading partners on 
ccouni of comfortable level of foreign 
xcluuigc reserves.' It is well known that 
adia has used QRs for balance of payment 
BOP) reasons under Article XVIII-B of the 
Jrugiiay Round Agreement (URA) The 
krticle XVIII-C, however, also mentions 
lat countries should use tariff surcharges 
rlher than QRs to manage BOP difficulties 
' for some reason they cannot be handled 
y exchange tale adjustmcnlw. Keeping this 
1 view. India's major trading partners have 
pproached the World Trade Organisation 
i^nt)) asking India to remove QRs on 
nporti. The issue is under negotiation, and 
' negotiating parties fail to reach an 
^reement within 60 days, the issue will be 
tferred to a panel in the Dispute Settlement 
ody of the WTO [Debtoy 19%1. 
Theagricultural sector has about 8(X)iicms, 
ut of a lou! number of 2,700 items, the 
nports of which are still subject to QRs. 
iK concerns about the likely impact of 
tmoving QRs on the agricultural sector, 
tcicforc, arc obvious. In order to fulfil the 
ammitmeni under URA, member countries 
ave to convert QRs into laiiffs. which have 
Iteady been notified to the WTO. Except 
w a few commodities such as rice, coarse 
nun* and skimmed milk powder, the actual 
irifTbindings are quite pmhihiiivc (ranging 
etween 100 to 300) (sec Annexure ) for 
Hails). Second, even the zero lari ff bi ndings 
a rice, coane grains and skimmed milk 

■niwler, which Indi a has noli fled to (he WTO. 

^ to be taken up for re-negotiation.' 
otwithstandlng the availability of tb^ 
■niectiveinstnmwnu. it is worthdiscossing 
hat would happen to Indian agriculture 
tder compleiiely ftee trade scenario, i e, 


where all QRs are abolished with zero import/ 
export duties. In particular, or.: would be 
imeresled in knowing the implications of 
free trade on resource use efficiency (RUE) 
and cropping pattern changes. This study is 
a modest attempt in that direction. 

The present study measures the extent of 
‘distortions’ in resource asccfficiency(RUE), 
which have been caused by policy induced 
changes over yeanin Indian agncullurc. The 
period of our analysis is 1980-81 to 1993- 
94 and covers 13 major agricultural 
commodities - rice, wheat, sorghum (jowar), 
pearl millet (bajra). maize, chickpea (gram), 
pigeonpea (arhar), groundnut, rapeseed- 
inuslard. sunflower, soyabean, cotton and 
sugarcane. This study would examine the 
deviation between domestic and world prices 
of major crops of Indian agticuUure with a 
view to get an idea of the extent of potential 
gains that external trade liberalisauon can 
provide to allocate resources more efficiently. 
Although this price comparison can give an 
idea of the potential gains from trade, it 
would not capture the full rcsivurce cost of 
non-tradable factors of production that go 
into the production of various commodities. 
For this, we cany out domestic resource cost 
(DRC) analysis, which attempts to capture 
the ‘tnie resource cost’ of producing any 
crop at home vis-a-vis itsopiionof importing 
from the world markets It also t.ikes care 
of vanous subsidies and distortions in the 
pricing of non-tradable factors of production 
ranging from water to land. The analysis is 
obviously carried out in an open economy 
framework. 

Accordingly, the study first analyses the 
indicators of resource use efficiency such as 
domestic resource cost (DRC) and resource 

cost ratios (RCRs) (section 11). In section III. 

wc measure ‘effective incentives’ to 
cultivators of vanous crops through the 
estimaiesof protection coefficients - nominal 
protection coefficients (NPCs). effective 
protection coefficients (EPCs) and effective 
subsidy coefficients (ESCs). Section IV maps 
cropping pattern changes witnessed during 


the 1980s within the realm of domestic 
relative profitability of crops. Section V 
examines the likely impact of trade 
liberalisation on cropping pattern changes, 
and also on overall RUE. It also presents 
son<c policy implications based on the 
analysis carried out in previous sections. 

U 

Indicators of Resource Use 
Ef^icncy (RUE) 

In an open economy framework, the 
concept which measures the RUE in 
producing a commodity from the society’s 
angle is the method of domestic resource 
cost (DRC) or resource cost ratio (RCR). It 
estimates the value of domestic resources 

that are needed to save or earn a rupee w-Mth 
of foreignexchangeby produangiterdcvant 
commodity as an import substitute or as an 
exportable IBiuno 1967,1972; Kroeger 1966, 

1972]. Resource use efficiency is a dynamic 
conequ which may undergo achange because 
of changes in factors such as technology, 
prices (both domestic and imeroalional) and 
exchange rate (see Annexure 2 for details 
on DRC methodology). 

Table I summanscstheresoutcecountios 
(R<7Rx) of 13 major crops grown in Imha 
foi which the cost of cultivation data are 
available. As is discernible fromTablc l.lbe 
resource cost ratios for wheal range between 
0 48 during triennium ending (TE) 1989-90 
to0.62duringTE 1986-87. for chickpea they 
range between 0.48 to 0.77 and fornpetced- 
mustaid they range between 1.09 to 1.82 
Thus, theefTpency indicators for iheae three 
crops reveal that, at the margin, allocaiion 
of more resources to wheal cultivation 
followed by chickpea will raise RUE in the 
society. At current level of technologv and 
paces, rapesecd-mustardculcivaiDoodoea out 
come out to be very promising ftom the point 
of view of overall RUE This is because of 
two reasons; one, that domestic prices of 
rapeseod-imistard in most of (he yean hava 
been higher than their coneapondugimpott 
parity prices, and two, the oppostunity cost 




of land under rapcaeed*niuatanl U high 
becMie of wheat and chidqpea acting aa 
competing crops. 

Under cxpottaMe scenario alio, the RCRi 
for wheat have remained below unity. except 
for one period, i e, TE 1986-87. Thii is 
because world prices dropped ihaiply during 
this period. Even then, the weight^ average 
RCR for the entire period (1981-82 to 1992- 
93) turns out to be 0.%, which implies that 
it would have cost Re 0.96 to earn a rupee 
worth of foreign exchange through the 
production and expon of wheat. In a 
comparative advantage framework, wheal 
production appears to have an edge over 
both chickpea as well as rapeseed-mustard 
production, especially when the three crops 
arc viewed as import substitutes. This is 
suggested by their respective RCRs (O.SS, 
0.S9 and 1.47). But wheat ceases to be a 
better option than chickpea in RUE. if wheal 
is treated as an exportable and chickpea as 
importabie, as tbdr respective RCRs are 
O.S>6 and 0.S9 for the period 1981-82 to 
1992-93. However, if RCR of wheat under 
exportable scenario is compared with the 
R(hl of rapeseed-mustard under importable 
scenario, wheat cultivation still turns out to 
be a better option. This means that 
economically it may not lead to high RUE 
if chickpea imports arc financed through 
exports of wheat, but it surely pays to export 
wheat and import rapeseed-mustard. The 
imjMication is that, at the margin, allocation 
of mote resources to wheat cultivation in the 
country followed by chickpea will promote 
RUE in the society.' It may be reiterated that 
all this analysis, and the i mpli cations thereof, 
are applicable ‘at the margin'. 

The estimated RCRs for rice, maize, soig- 
hum (jowar), pearl millet (btgra), and cotton, 
under impoitable scenario, reveal that the 
RCRs in the four periods are below unity 

(Table 1). This implies that cultivation of 
these crops is an eflicicnt proposition from 
the society's point of view of RUE in the 
country. Within coarse cereals, pearl millet 
has higher R(3R (lower RUE) than maize or 
sorghum.* Sugarcane is a highly water inten¬ 
sive crop and consumes more water than 
rice. Thus, in estimating true resource cost 
of sugarcane production, one must take into 
account the various subsidies that flow 
through water. The calculations show that, 
over the period 1981-82 to 1992-93, sugar¬ 
cane production did not promote RUE, at 
the margin. Theavenge RCR forthecountry 
is 1.39 indicating that it required domestic 
resources to the order of Rs 1.39 to save one 
nipoe worth of foreign exchange by producing 
sugarcane as an import substitute.’ For the 
iattertwo periods.TE 1989-90and TE 1992- 
93, however, the estimates of RCRs indicate 
an improvement in RUE 
Affloitg these six cn^ as import lubsti- 
mes, rice and cotton production repfesenit 


* I ' 


more efnefent utilisation of country's 
domeriic resources under an open economy 
environment. Even under exportable 
scenario, thebelow unity RCRs of rice (0.70) 
and cotton (0.93) imply that it costs leu than 
a rupee to earn a rupee worth of foreign 
exchange through the production and exports 
of these two crops. The results remain 
promising for rice even after accounting for 
the various input subsidies that go into its 
production.’ ’The main reasons for higher 
comparative advantage of rice vis-u-vir other 
crops appear to be its low domestic price in 
relation to its export parity price, as also the 
low opportunity cost of land under rice 
cultivation resulting from low net returns of 
competing crops in most of the rice producing 


states. In terms of companuive advantage, 
rice and cotton are followed by sorghum, 
maize and pearl millet, in that order. 
Sugarcane appears to be the least efficient 
crop enterprise among these six crops, front 
the angle of RUE u defined and measured 
in this study. Policy imfdications of these 
results perhaps would indicate that, at ihe 
margin, India would be better off by putting 
in more resources in rice, cotton, sorghum, 
maize and pearl millet while allowing freer 
impoTts of sugar. 

The RCR of groundnut indicates that it 
costs Rs 1.41 to save a rupee worth of foreign 
exchange through production of grourxJnui 
(Table I). The RC!Rs for pigeonpea (arhar). 
however, show that its production in the 


Table I: Ericiency Indkatowi fob Maiok Indian Cson 


Crop/Scenario 


Resource Coat Ratios 


TE 83-84 

TE 86-87 

TE 89-90 

TE 92-93 

Average 

Importable Scenario 

Wheat 

0.59 

0.62 

0.48 

0.50 

0.55 

Chickpea. 

0.62 

0,77 

0,50 

0.48 

0,59 

Rapeseed-mustard 

1.09 

1.46 

1.82 

1.51 

1.47 

Rice 

0.56 

0.69 

0.57 

0.52 

0.58 

Maize 

0.95 

0.91 

0.74 

0.82 

0.85 

Sorghum 

0.71 

0.80 

0.84 

0.69 

0.76 

Pearl Millet 

0,94 

0.95 

0.86 

- 

0.92 

Colton 

0.66 

0 82 

0.60 

0.73 

0.70 

Sugarcane 

1.21 

2.66 

0.72 

0.98 

1..39 

Groundnut 

1.0.3 

1.67 

1.44 

I.SI 

1.41 

Pigeonpea 

0.30 

0.83 

0.88 

0.96 

0.74 

Soyobm 

0.81 

0.77 

0.9.3 

0.85 

084 

Sunflower 

1.18 

1.33 

1.44 

1.23 

1.29 

Exporlahle Scenario 

Rice 

0.62 

0.90 

0.68 

0.60 

0.70 

Cotton 

0.80 

0.99 

0.86 

1.06 

0.93 

Wheat 

0.94 

1.12 

0.85 

0.94 

096 


Tails 2: Effective Incentive Indicatdu rot Majoe Indian Ceok 


CaoefscENAEio 


1980-81 TO 1986-87 


1987-8810 1993-94 





OER 



SER 



OER 


SER 



NPC 

EPC 

ESC 

NPC 

EPC 

ESC 

NPC 

EPC 

ESC 

NPC 

EPC 

ESC 

Importable Scenario 
Wheal 

0.77 

0.76 

0.81 

0.64 

0.59 

0.63 

0.68 

0.64 

0.69 

0.58 

0.52 

osr 

Chickpea 

1.02 

1.00 

1.05 

0.84 

0.81 

0.85 

0.98 

0.97 

1.02 

0.84 

0.81 

ors 

Rapes^-mustafd 

1.41 

t.45 

1.50 

1.17 

I.I8 

1.22 

1.94 

2.04 

2.11 

1.64 

1.69 

1 7< 

Rice 

0.76 

0.75 

0.84 

P.63 

0.61 

0.68 

0,59 

0.57 

0.65 

0,50 

0.48 

0 54 

Maize 

I.IO 

1.12 

1.18 

0.93 

0.93 

0.98 

0.97 

0.99 

1.06 

0.85 

0.85 

UVI 

Soighum f 

1.18 

1.20 

1.26 

1.03 

1.04 

1.09 

1.02 

1.04 

l.tl 

0.91 

0.92 

OSS 

Pearl millel 

l.il 

1.21 

1.38 

1.05 

I.IO 

1.27 

1.00 

1.06 

1.32 

0.92 

0.9.3 

1 IT 

Cotton 

0.79 

0.78 

0.93 

0.65 

0.62 

0.73 

0.73 

0.73 

0.96 

0.63 

0.62 

OSI 

Sugarcane 

2.11 

2.34 

2.43 

I.3S 

1.35 

1.41 

0.88 

0.89 

0.95 

0.70 

0.69 

0 74 

Cfoundnul 

1.45 

1.49 

1.62 

1.21 

1.16 

1.26 

1.48 

1.48 

1.64 

1.27 

1.23 

1 7(> 

Pigeonpea 

1.07 

1.08 

1.12 

0.89 

0.88 

0.92 

1.27 

1.28 

1.33 

1.09 

1.09 

1 14 

Soyabm 

i.09 

1.13 

1.28 

0.91 

0.91 

1.02 

1.22 

1.29 

1.41 

1.05 

1.06 

1 Ih 

Sunflower 

1.52 

1.57 

1.71 

1.26 

1.28 

1.40 

1.4S 

1.55 

1.74 

1.25 

1.30 

\ 4(1 

Exportable Scenario 
Rice 

0.97 

1.01 

1.09 

0.79 

0.77 

0.13 

0.75 

0.74 

0.82 

0.63 

0.60 

»fi7 

Cotton 

0.91 

0.91 

1.10 

0,74 

0.72 

0.8S' 

0.98 

1.02 

1.34 

0.84 

0.85 

1 II 

Wheat 

1.26 

I.S6 

1.65 

0.99 

1.02 

1.08 

1.21 

1.55 

1.66 

0.97 

1.04 

1 III 


Notei: OER a Officiil Exchange Rale. 

SBR a Shallow Exchange Rale (asinming 20 per cent premiiun on omcial exchange laic. 

however, after 1992-93 the shadow exchange ride is the market exchange rale) 
NPC a Nominal hotecilon Ctwfficiem. 

EPC a Efliectivc Proteciioo Coefllckiit. 

ESC a Effective Subeidy Coefficient. 
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counby would raiie RUE On an average, 
it cofU only Re 0.74 to »ave a rupee worth 
of foreign exchange through pru^tion of 
pigeoiipeain India. Low RCRs forpigeunpea 
regull from the meagre social net returns m 
conqteting crops, which depresses ihc shadow 
priceof land under pigeonpea and helps raise 
its ranking in theRUE. TheRCRs calculated 
for soyabean show that they have remained 
consistently below unity in all the four 
periods. The below unity RCRs evidently 
show that it costs only Rc 0.84 to save a uiut 
worth of foreign exchange through 
production of soyabean as an import 
substitute. The cultivation of sunflower, 
however, docs not appear to be a promi.smg 
proposition from the society’s RUE point of 
view. The results reveal thk. at the margin, 
production of pigeonpea and soyabean would 
raise overall RUE as compared to groundnut 
and sunflower. The allocation of mure 
resources to pigeonpea and soy.-ihean 
cultivation would, therefore, represent more 
efficient use of country’s resources. 

In brief, the results for 13 major craps 
suggest that at current levels of technology 
and prices, wheat cultivation is the most 
profitahle enterprise from the s(x:iety’.s point 
of view of RUE. The weighted average RCR 
for wheal was found to be 0.5.5, indicating 
that ittakesjusi RcO.55 of domestic resources 
to save a rupee worth of foreign exchange. 
The RCR of wheat is closely followed by 
rice {0.S8), chickpea (0.5'*). cotton (0.70), 
pigeonpea (0.74), sorghum (0.76), .soyabean 
(0.84), maize (0.85) and pearl millet (0.02) 
The RCnHs of groundnut, rapeseed-mustard. 
sunflower and sugarcane were above unity, 
indicating that their production was not 
promoting RUE from the society's point of 
view, at the margin. This implies that, given 
the current levels of technology, world 
prices and production casts across various 
slates, the country docs not have compara¬ 
tive advantage in producing these crops, at 
the margin.’ The low resource cost ratios of 
crops such as wheat, rice, chickpea and cot ton 
result mainly from their low domestic 
prices vu-o-w their import parity prices, as 
also from the low shadow pnee of land, 
implying that net returns to land under 
altcmalivc competing crop enterprises 'uc 
meagre.' 

It is worth reilcraling the limiiaiions of 
such an analysis. As pointed out earlier too. 
the results of RGls and the implieation.s 
thereof, are specific to the a.s.sumptions and 
approximations used in this study. This is 
paiticulaily so in estimating the shadow pnee 
of (and, which demands tdcniificatton of 
competing crops. Since we arc dealing with 
stale level aggregative data, it becomes 
difflcult to capture many finer elements that 
may characterise some crops in certain 
felons. Needless to say. any improvemem 
>n infonnation and dau base on this aspect. 


will help towards more accurate estimation 
of R(2Rs. This, in turn, would enable one 
to draw policy implications with greater 
degree of confidence. Notwithstanding the 
limitatiuns of this study, thecsti mated results 
do help to draw a broad picture of RUE in 
Indian agnculturc. Thi s can be cross checked 
by estimating protection coefficients 
(effective incentives) at region and crop- 
speafic )evel These esiimaies of effective 
incentives do not need shadow pricing of 
land or labour, and therefore, bypa.ss various 
problems associated with RCR analysis. 

in 

Indicators of Effective Incentives 

Government’s interventionist policies 
affect the actual prices received by the 
producers of agricultural commodities. The 
impact of such policy induced changes is 
reflected in the increased divergence of 
domestic prices of different commodities 
from theircorrespondingintemaiional prices 
(those prices which the farmers would have 
got under a free-trade scenario). The 
divergence between domestic prices and 
international prices (world reference prices) 
measures the extent of effective incentives/ 
disincentives provided to the producers ot 
vanous agricultural commodities. If the 
domestic prKC of a particular crop is higher 
than Its corresponding international price 
(border ptice equi valent), the CTop in question 
receives higher effective incentives, 
compared to another crop for which domestic 
price IS lower than its correspondir.^. 
international price (border price equivalent), 
There arc basically three variants ofcffective 
mceniive indicators that have been used in 
literature. I'hcse are nominal protection 
coefficient (NPC), effective protection 
coefficient (EPC) and effective sub.sidy 


coefficient (ESC) [Scandizzo and Bruce 
1980; Kruegerelal 1988; Chjlatietal 1990]. 
Each of these ratios measure the level of 
effective incentives/disinccmivcs and they 
may act as close proxies of efficiency 
indicators too under certain assumptions. 
This is particularly true of EPC, when the 
market pnees of prinuuy factors are equal 
to their opportunity costs (shadow prices), 
EPC and resource cost ratios (RCRs) tend 
to become equal [Tower 1984]. But our 
shadow pricing of land and labour in the 
estimatiem of RCR' does not allow their 
exact matching with EPCs or even with 
ESCs. Nevertheless, in most of the cases the 
direction of resulting estimates, and thdr 
policy implications should be broadly in the 
same line. This would be true in most of Use 
crops except where shadow pricing of land 
deviates drastically from its imputed values. 
In (ho.se cases, the implications for potential 
gain.s from trade and those for achieving 
higher RUE, including use of land and labour, 
may differ somewhat. 

The estimates of effective incentives of 
wheat, chickpea and lapeseed-mustaid dunng 
the two sulvperiods (average 1980-81 to 
1986-87 and average 1987-88 to 1993-94) 
aie preset:tcd in Table 2. The results reveal 
that among these three crops wheat appears 
to be a highly disprotccted crop, fol'owed 
by chickpea. On the other hand protection 
coefficients arequile high (well above unity) 
for rapeseed-mustard. The companson over 
sub (leriods lurthc shows dial (he level ol 
disproieciion for wheal deteriorated during 
Period II. whereas, pioieciton accorded to 
rapeseed-mustard production increased 
during Period II as compared to Period I, 
clearly showing the impact of market 
intervention operationsin the oilseeds sector. 
For chickpea, the protection cocfficiciiis do 


Ta»U: 3 Profitabilov Ratios of Variol's Crofs in Rb vtkjn to Coarse CutCACs 


Change in 1980 81 to 1986-87 1987-88 tol992-93 

Abtolule Profu Period I Period 11 


Crap 

Oraups 

(Ilo%'erl) ' 
(Per Cent) 

RP 

KR 

CA 

RP 

RR 

CA 

Rice 

7.s; 

1 77 

0.84 

0..S0 

2.33 

1.00 

0.33 

Wheal 

14 .38 

1 89 

0.68 

0 70 

264 

091 

1,09 

Maixe 

-20 18 

1 57 

1 35 

-0 04 

1 53 

1 29 

0 18 

Sorghum 

-7 8S 

0 82 

0.88 

0.18 

0.92 

0 88 

-2.77 

Pearl millet 

-.1.S.98 

().V2 

I.OI 

-0 35 

0 72 

1.01 

0.63 

Coarse 

Cereals 

-I8.0S 

1 00 

1 00 

-0.77 

1.00 

1.00 

-2.23 

Chickpea 

26.69 

1 49 

1.25 

1.54 

2 3| 

1.57 

0,29 

Pigeonpea 

PulsCk 

l.t 20 

2.10 

1.72 

1.74 

2 95 

2 10 

1 95 

I9..36 

2 20 

2 17 

064 

2 79 

2 42 

-0 36 

Gn7Uihlnut 

20.20 

1 46 

0 55 

056 

2 14 

1.57 

3.12 

Rapc'ie1:d■m^^taId 

23.07 

2 24 

1 95 

-1 42 

3,36 

3.00 

9,29 


I4.7.S 

1 47 

1.19 

19 68 

206 

1.12 

16.70 

Sunflower 

Il.t 59 

0 73 

0.96 

49.59 

1.93 

1.35 

16.91 

Oilseeds 

22.60 

l.bt> 

1.05 

1.02 

2,49 

1.54 

5.33 

Cotton 

13.52 

1 62 

0,65 

-1 88 

2,24 

1.13 

IJg 

SugareaiK 

20 41 

3 64 

1.45 

2.82 

5,35 

1.80 

2.60 

No$fr. RP stands for rctalivc profiubiliiy, RR stands for leUtive pfoTit rue and CA atandt for 
a^crage annwl change in area (per cent). 
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nauu U; BmcMcv Indkatou 
RCR* 


nouu U: iNcxwnvi Inpcatou 
NPCi 


Crops; 

) 


3 

Wheal 




Chiekiiea 

■Hi 



Rice 




CottOB 

■■■■ 



Soighuni 




Maize 




Sugareme 




Pent nUItei 




Soyabean 




Pigeonpea 




Sunflowei’ 


wm 


Groundnut 


— 


Rapeseed- 

niujUrd 





I RCR 


Crape: 

Wheat 
Chickpea 
Rice 
Couaa 
Sorghum 
Maize 
Suganane 
Peart millet 
Soyabean 
Pigeonpea 
Sunflower 

D 


1 


1 


Groundnut 

Rapeteed- 

muflard 


■81 





NPC 


noC reveal any ligniflcant dilTeiences in tbe 
two sub-periods. Relative incentive structure 
of wheat, chickpea and rapeseed-mustard 
indicates that overall allocative efTicieiKy 
may improve by tilting incentives in favour 
of whett and chickpea, at the margin. 

The structure of effective incentive 
indicatars for rice, maize, sorghum (jowar), 
pearl millet (bajra), cotton and sugarcane is 
also exhibited in Table 2. Rice with low 
protection coefficients is clearly the most 
efficient import substitute, followed by 
cotton Rice and cotton producers received 
much lower levels of effective incentives 
than what ihey would have received under 
a free-trade situation, both under importable 
as well as exponable scenario.* A comparison 
of two sub-periods shows tiui. like wheat, 
situation worsened for rice producers during 
Period II as against Period I. Tbe underlying 
reason seems to be faster depreciation of 
rupee, which made domestic prices of rice 
way below its corresponding import parity 
prices. Among tbe three coarse cereal crops 
(maize, sorghum and pearl millet), pe^ 
millet producers appear to be getting more 
inceittives as compared to maize and sorghum 
producers. The relative position during the 
two sub-periods shows that pattern of 
incentives became worse for these during the 
second period (Period 11) as opposed to the 
first period (Period I), for reasons similar to 
that for rice. For sugarcane, domestic 
wholesale prices were substantially higher 
than their import parity prices at the ofTidal 
as well as shadow exchange rates during 
Period 1. However, during Period II, the 
incentive pattern as revealed by NPCs. EPCs 
and ESCs shows that sugarcane producen 
are also getting less incentives compared to 
three coarse grain crops. This it despite the 
ftet that irrigation wtta subsidy, which is 
quite high in sugarcane, has been duly taken 
careofinouresti mates of effective incentives. 
Overall picture thstemergn from the analysis 
of these six crops is that shifting more 
resources to rice and cotton would sutdy 
give high economic retura to the country. 


Although sugarcane during the latter period 
has also emerged as an efficient import 
substitute, yet we would suggest a mote 
careful approach in this case, especially in 
water scarce areas. Surprisingly, incentive 
indicators for three coarse cereals which are 
relatively less subsidised (in terms of input 
subsidies) do not come out very promising, 
particularly pearl millet. It suggests that with 
opening of Indian agriculture, area under 
these crops may go down, at the margin. 
However in some states, maize and soighum 
cultivation may flourish, and this increasing 
regional specialisation with opening up of 
borden would lead to higher allocative 
efficiency in Indian agriculture. 

Table 2 also maps the relative incentive 
structure of gtoundmit, pigeonpea. soyabean 
and sunflower along with other crops. Over 
the two sub-periods there is no evidence of 
a decline in incentive structure for three 
oilseed crop* and one pulse crop. On the 
contrary, NPCs, EPCs and ESCs clearly 
exhibit an increasing trend during Period 11 
in comparison to Period 1. Whereas, incentive 
structure for sorghum.pearl millet andcotton 
indicates a decreasing trend. This is because 
of deliberate policy of hiking oilseeds/edible 
oil prices during die second period under the 
market intervention operations for edible 
oils/oilseeds. Theincentivcindicatonof these 
crops show that groundnut and sunflower 
producers are getting much higher level of 
effective incentftres than what they would 
have received under a free-trade scenario. 
The same is true for pigeonpea and soyabean. 
However.results forpigeonpeaand soyabean 
are not very different from unity, partiralarty 
under the shadow exchange rate, implying 
botder-line position of these crops. Hence, 
allocating more resources to cotton and 
sorghum for domestic production and 
al krwi ng i mpofts of groundnut and sunflower, 
at the margin, is likely to render trade gains, 
which would help in achieving higher 
efficiency in allociiion of scarce rcsourcea. 

In sum, the above aoalyais tugged that 
groundnut, rapeseed-mus^ and sunflower 


crops have been getting much higher level 
of effective incentives than what they would 
have got under a free-trade scenario. Whereas, 
rice, wheat and cotton were, in fact, 'taxed'. 
The same is the case with sorghum, maize, 
chickpea and even sugarcane for the latter 
period. Prom the allocative efficiency point 
of view, the society would be better off if. 
at the margin, domestic resources are shifted 
from these protected crops to those crops 
which arc 'taxed'. Freeing imports ol 
protected crops and exports of disprotected 
crops would be better from the society's 
point of view. 

IV 

Donacstic Incentives and Changes 
in Cropping Patterns 

To understand the relative position of 
various crops in a competitive crop friune- 
work and analyse the changes in cropping 
pattetiu that have taken place during the Iasi 
few years, it is imponani to compare the 
profitability and nttesofprofit ofthese crops.'" 
It is presumed that the motive behind 
allocating area across different crops is their 
relative profitability." Thus, comparing 
profitability of crops across time and space 
helpsinbetter undemanding of the behaviour 
of fiuiners with respect to tbeirarcaallocatiun 
decisions.'^ Profitknlity of a particular crop 
may be defined as the difference between 
grou value of output and cost per hectare, 
where the gross value of output per hectare 
is simply the market valueoftte main product 
of a particular crop and its by-product The 
cost per hectare it the paid out cost which 
it defined as cost A2 in cost of cultivation 
studies conducted by the directorate of 
economics and statistics, ministry of 
agriculture, in association with several state 
sgricultunl universities and agro-centrcs. 

Tbe cropwite estimstes of profiuibiliiy 
andralesofpiofltdetivedforl3nH|)orcrops. 
discussed ^ier, are presented in Table 
The period of analysis it 13 years, i e, from 

1980.81 to l992-93aiidthlshas been divided 

into two sub-periods 1980-81 to 1986-87 
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rale in Period II ai compared to lhal in Potod 
l.'’Withtheexpanuonoflmgarionfacilitiet, 
more and more area is bang shifted from 
coarse cereak to more lucrad VC crops, such 
as oilseeds, sugarcane, wheat and rice. In 
some places, these crops are also being 
replac^ by fnilts and vegetables on which 
we do not have the comparative coat data. 
But field visits in Maharashtra. Karnataka 
and Andhra Pradesh indicate shifts towards 
this trend. The average annual growth in ant* 
under fhiits and vegetables almost doubled 
during this period from 3.10 pet cent per 
annum during period I to 6.13 per cent per 
annum during Period II. 

The above stated changes i n area allocated 
to difletent crops suggest that high and stable** 
profitabilityofrapeseed-inisiard,gnHindnut, 
soyabean and sunflower is adversely affecting 
the area (and thus potential prochictiaa) of 


(Period I) and 1987-88 to 1992-93 (Period 
ID.” In order to make comparison); of 
profitability valid over time, average profns 
at current prices were converted to I994-9S 
prices using geneoU wholesale price indices. 
Average annual changes in area under various 
crops are also provided along with 
profitability and rates of profit in these tables. 

The estimates presented in Table 3 reveal 
that oilseeds and sugarcane witnessed the 
highest increase of 23 per cent and 20 per 
cent respectivdy in theirdtaKilute profitability 
in Period If over Period I. In addition to this, 
these two crop groups also improved their 
relative profitability vis-a-vis coarse 
cereals. The relative profitability of oilseeds 
vis-a-vis coarse cereals improved from 1.66 
in Perirxl I to 2.49 in Period II, and their 
rate of profit in relation to coarse cereals 
imptov^ from I .OS to 1.54 during the same 
period. As a consequence, avenge annual 
change in area undCT oilseeds in Period II 
works out to be much higher (at 3.33 per 
cent) compared to just a little over 1 per cent 
' in Period 1. The major gainers were sunflower 
(16.91 per cent increase per annum) and 
sayhbean(l6.70 percent increase per annum), 

respeclivety. 

Inthecaie of sugarcane, even though there 
is only a marginal improvement in the relati ve 
noe of profit, but profitability in relation to 
coaraecereala improved from 3.64 in Period 
1 to 5.35 in Period H.'* Similarly, in the case 
of cotton alao, both prMitability and rate of 
profit eahibited an improvement. Hence, 
cotton alao whnetaed an increase in area 
devoted to It in Period II as compared to a 
decline In area witnessed in Period I. 
However, in cnae of rice and wheat, the 
changes in relative profitability and rate of 
profit pale in compariaon to oilseeds such 
*' groundnut, rapeseed-mustard and 
suidlownr. A idativety bdteT performance 
of when aeaiM to be due to the 14 percent 
increase in Ha abaohite proflubil ity i n Period 


II over Period 1. In the case of pulses, though 
there is a 19 per cent increase in the 
profitability of pulses in Period II overPeriod 
I, yet these exhibited adecltne in area devoted 
to them. It may. however, be noted that 
pigeonpea has registered a higher increase 
in area in Period II as compared to Period 
I. Hence, it appears that area under other 
minor pulses has witnessed a decline of 
higher magnitude. 

On the other hand, coarse grains regtstemi 
a decline of 18 per cent in their absolute 
profiiabiliiy in Period 11 over Period I. 
Because of this reason, the acreage devoted 
to coarse grains decreased at a much faster 


coarse cereals, pulses and cotton. At some 
places, the expansion of these oilseed crops 
and sugarcane have also occurred at the 
ex;>»tse of wheat and rice. 

V 

Likely Impact of AgricnUnral 
Trade Libendbation 

Having analysed these changes, the 
question that emerges i n this context is: what 
is the likely impact of the removal of (JRs 
on cropping pattern changes and on overall 
RUE? is, 'vhidi comroodilies in India 
will experience nmor changes in the new. 
situation, and whether India would be a net 
gainer or loser in thenew paradigm of growth 


Tailf. 4; CoAfTASATiVE EmdENCY AND Incentive Indkatdu and PasEDaMANce or 
VAaiovsCsurs <1987-88 TO 1993-94) 


Crops Resource 

Coil 
Ritio 

Nomina] 

Proteeliun 

Coefficient 

Effective Effective 
Proarclion Subsidy 
Coefficient Coefficiem 

Domestic 

Profitability* 

Rale of 
Profit* 

(Ttange 
in Area 
(Percent)** 

Impertablt Scenario 
Rice 0.,44 

0.50 

0.48 

0.54 

1 21 

0.74 

0.33 

Wheat 

0 49 

0.58 

0.52 

0.56 

1.37 

0.67 

1.09 

Maize 

0.78 

0.85 

0.85 

0.91 

0.79 

0.95 

0.18 

Sorghum 

0.77 

091 

0.92 

0 98 

0.48 

0.65 

-i77 

Pearl millet 

0.86 

0.92 

0.93 

1.17 

0.37 

0.75 

0.63 

Chickpea 

0.49 

0.84 

0.81 

0.85 

1.20 

M6 

0.29 

Piseonpea 

0.92 

1.09 

t.09 

1.14 

1.5.7 

IJ5 

1.95 

Groundnut 

1.47 

1.27 

1 2.7 

1.36 

Ml 

0.53 

3.12 

Rapeseed- 

mostord 

1.66 

1.64 

1.69 

1.75 

1.74 

2.22 

9.Z9 

Soyabean 

0.89 

1.05 

1.06 

1.16 

1.07 

0.83 

16.70 

Sunflower 

I..I.7 

1.25 

1 .70 

1.46 

1.00 

1.00 

16.91 

Cotton 

0 67 

063 

0 62 

0.81 

M6 * 

0.84 

1.58 

Sugarcane 

0.8.4 

0.70 

0.69 

0.74 

2.77 

1.3.7 

2.60 

Expoitabk Scenario 
Rice 064 

0 63 

0.60 

0.67 

1.21 

0.74 

0.33 

Wheat 

0.90 

0 94 

1.04 

I.IO 

1.37 

0.67 

1.09 

Cotton 

o.% 

0.84 

0.85 

Ml 

M6 

0.84 

! 58 


Nines: I Resource Cost raliot •« average RCRs for the two trienoia (TE 1989-90 and TB 


1992-9.7). unleu othcrwiac specified. 

2 For pearl millciibeRCRs are the averagei for one tnenmam (TE 19f9-9()). 

3 ■ Oometlic profitability and rales of profit are in rdalion M aanflower. 

4 •• Averife annoal change in area during 1987-88 to 1992-93. 

5 Since sugarcroe it a bieiinialiiwo-ieaton) crop. itaprofitibiliiylMa bean divided 
by a factor 2 in order lo make ii coinpardile widi aaamal (one aenaatt) enga. 



that uses ’make-buy' option to raise RUE. 
The piecise nature of such changes is difficult 
to predict, however, a rough idea of it can 
be had from the efficiency and effective 
incentive indicators discussed in sections II 
and III. To account for year I o year vari ations 
in domestic as well as international prices, 
we have taken an average of these indicators 
for the period 1987-88 to 1993-94. The 
resulting estimates of RCRs, NPCs, EPCs, 
ESCs, domestic profitability, rate of profit 
and the average annual change in area have 
been shown inTable 4. The relati vc structure 
of RCRs, NPCs, domestic profitability and 
rates of profit of various crops is exhibited 
in Figure I. Table 4 and Figure I clearly 
show that efficiency indicators as well as 
effective incentive indicators of rice, wheat, 
maize, sorghum, chickpea and cotton are 
consistently below unity implying that these 
crops arc 'taxed’.'^This means that area and 
production of these commodities is likely to 
expand when the external trade i n agriculture 
is completely liberalised because profitability 
and effective incentives will get tilted in 
favour of these crops. The same is true for 
pearl millet, pigeonpea and soyabean, though 
these are border-line cases. The RCR.s of 
these crops arc below u nity but their effective 
incentive indicators, particularly ESCs are 
above unity. However, as far as the three 
edible oilseeds, i e, groundnut, rapeseed- 
mustard and sunflower are concerned, the 
information reveals that their RCRs as well 
as effective incentive indicators are 
consistently above unity (Table 4 and Figures 
1). Thus, groundnut, rapcsced-mustard and 
sunflower crops have been getting much 
higher level of incentives than what they arc 
likely to get under a free-trade scenario, 
indicating that these crops may have to face 
deceleration in their further expansion, or 
even com ract at the margi n, as trade is opened 
up in agriculture at zero import/export 
duties.” This will also help achieve higher 
level of RUE by importing commodities that 
have high resource cost indomestic economy 
and exporting those where India has 
comparative advantage. 

But liberalisation of agricultural trade 
would also affect cost of living” and 
government revenue from custom duties, 
besides uade gains from *make-buy’ option. 
Thus, to capture complete effect of trade 
liberalisation on differem aspects ofeconomy, 
one needs to work it through a computable 
general equilibrium model. This is not done 
in this study, but elsewhere (see Sharma, 
GulatiandPursell 1997], we haveused multi- 
market model to estimate some of these 
effects. 'The results reveal that agricultural 
trade liberalisation can lead to large export 
volumes of rice (3.76 to 3.79 million tonnes), 
wheat (2.38 to S.IO million tonnes) and 
cotton (0.43 to 0.S3 million tonnes), 
mpettively Ob the other hand, it it likely 
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Commodity 

Uruguay 

Round 


Trade Policy Status 








Binding 

1991 

_1257_ 



Exports 

Imports 

Exports 

Imports 

1 Animals 

100 

Mostly rtd 

Mostly rtd 

Mostly ltd 

Mostly ltd 

2 Meat 






Fresh, chilled, frozen 

ISO 

Mostly rtd 

Restricted 

Mostly ltd 

Restricted 

Procened 

ISO 

Mostly free 

Restricted 

Mostly free 

: Restricted 

Procesied-hoiiui mestijiams 33 

Mostly free 

Restricted 

Mostly free 

Restricted 

Hides and skins inci leather 23 

Restricted 

Free 

Restricled 

Free 

3 Flih and crmtaceam 

ISO 

Ree 

Mostly rtd 

Free 

Mostly ltd 

4 Dairy prodneta 






Milk and cream 

100 

Restricted 

Restricted 

Restricted 

Restricled 

Yogurt 

ISO 

Canalised 

Restricted 

Free 

Restricted 

Powdered milk«l.3%) 

0 

CaiuUised 

Restricted 

Free 

Free 

Powdered milk (>l..3%) 

0 

Canalised 

Restricled 

Free 

Restricted 

Powdered milk (>1 3%) 






(sweet) 

40 

Caiuilised 

Restricted 

Free 

Restricted 

Butler 

40 

Canalised 

Restricted 

Fkce 

Restricted 

Butter oil 

40 

Canalised 

Restricted 

Flee 

Free 

Cheeses 

40 

Canalised 

Restricted 

Free 

Restricted 

3 Rice 

0 

Mostly rtd. 

Coruiliscd 

Free 

Caniliied 

6 Wheat and wheat flour 





Durum (hard) wheal 

too 

Restricted 

Canalised 

Free 

Canalised 

Other wheals 

100 

Restricted 

Caiulised 

Restricled 

Coiudised 

7 CoarK grains and Ihiuri 





Maize 

0 

Restricted 

Caiuilised 

Restricted 

Canalised 

Sorghum 

0 

Restricted 

Canalised 

Restricted 

Canalised 

Millet 

0 

Restricted 

Canalised 

Restricted 

Canalised 

Barley 

100 

Restricted 

Canalised 

Restricted 

Canalised 

Rye 

100 

Restricted 

Canalised 

Restricted 

Canalised 

Outs 

100 

Restricted 

Caiuilised 

Restricted 

Canalised 

Other 

100 

Restricted 

Canalised 

Resnicted 

Canalised 

8 Processed cereuls 






Baby foods 

17.5 

Free 

Restricted 

Pice 

Restricted 

Baker's dough 

55 

Free 

Restricted 

Free 

Restricted 

Breakfast cereals 

55 

Free 

RcstricUxl 

Free 

Restricled 

All other 

ISO 

Free 

Restricted 

Free 

Restricted 

10 Pulses 

100 

Restricted 

Free 

Restricted 

Free 

11 Vegetables 

100 

Mostly free 

Restricted 

Mostly fiee 

Restricted 

Dried mushrooms, onions. 





and potatoes 

35 

Mostly Free 

Restricted 

Free 

Restricted 

12 Fruits 

100 

Mostly free 

Restricted 

Mostly free 

Reitricled 

Grapes and plums 

30 

Free 

Restricted 

Free 

Restricted 

Dried prunes 

35 

Free 

Restricted 

Fite 

RestTKted 

13 PreparaHuns of 






fruits and vegetaMcs 

100 

Free 

Restricted 

Free 

Restricted 

About 13 vcgeUiMes 

55 

Free 

Restricted 

Free 

Restricted 

Orange juice 

85 

Free 

Restricted 

Pice 

Restricted 

Other fruit juices 

85 

Free 

Restricted 

Free 

Restricted 

14 Coffee (unprocessed) 

100 

Restncled 

Restricted 

Restricted 

Restricted 

Roasted and decaff coffee 130 

Resiiicied 

Restricted 

Mostly free 

Free 

in bulk 






IS Tea 

150 

Mostly fiee 

Restricled 

Mostly free 

Restricted 

16 Spices 100-130 

Mostly free 

Restricled 

Mostly free 

Restricled 

Conway seeds 

35 

Free 

Restricled 

Ftee 

Restricled 

Thyme, bay leaves 

33 

Free 

Restricled 

Rve 

Reriricted 

I7 0llsccdi a 

100 

Reitricled 

Csiuliied 

Mostly ltd 

Canalised 

18 Oil cakes, meals. 






Bud tloura 

ISO 

Mostly Free 

Csaalised 

Free 

Canalised 

19 Soya, rapciced, mustard. 





olive and colza oHi 

45 

Restricted 

Csnslised 

Mostly lestd Free 

Other edible oils incl 






coconut and palm oils 

300 

Restricted 

Csnalised 

Mostly ltd 

Carudiietl 

20 Raw cotton 

ISO 

Restricled 

Restricted 

Restrictod 

nee 

21 Greosy wool 

25 

Free 

Free 

Fiee 

nee 

jute, sisal, etc 

40 

Hree 

Free 

nee 

nee 

22 Sugar 

ISO 

Canalised 

Rcsirictod 

MoMly fiee 

Mostly Free 

23 Natural ruUicr 

23 

Rree 

CtuMllsed 

nee 

Restricled 

24 Row lokaeca 

100 

Restricled 

Rcstrictod 

Restricted 

Restricted 

23 Wood and wood 


• 




peodnets 

23-40 

Restricled 

Reetricied 

KCmiClCQ 

Mosdy free 


Notrr Mostly retiricied mesM that most prodaelt or prodaci varietkt fat the category ire 
U) llceming or other eon -tiilff controls. 

Stmrcf. Sharma (1996). Compiled flora ladia'i Tariff Madbip siteilled to Ike WTO. 
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% remit in impoiis of pulies between 0.76 
j> 0.97 million tonnes and those of edible 
oils between 1.25 to 1.42 million tonnes. 
Although there is an increase in prices of 
commodities such as rice (6.61 to 13.52 per 
ceid),'' wheal (6 J8 per cent), sugar (4.50 
to 15.22 per cent) and cotton (6.38 per cent), 
but due to the fall in prices of coarse cereals 
(9.72 to 10.16 per cent), pulses (9.09 per 
cent) and edible oils (37.64 per cent), cost 
of living implied by various trade 
liberalisation scenaiiot comes down. Overall, 
agricultural trade balance exhibits an increase 
ofabout25to40percent. As a consequence, 
reduction in ovuall trade deficit ranges 
between 51 to 75 per cent compared to the 
base period situation during tricnnium ending 
1993-94. The economywide gains in terms 
of increaiein consumer welfare, government 
revenue and foreign exchange earnings range 
between Rs72.60to Rs 138.05 billion, which 
turn out to be 6.6 per cent to 12,97 per cent 
of the gross value of output of the selected 
crops and 4.07 per cem to 7.73 per cent o( 
the agricultural GDP, respectively dunng 
the base period.*’ However, to exploit these 
potential gains a long-term commitment to 
reform in the agricultural sector, open trade 
policy and substantial investments in bulk 
storage and handling facilities at railheads 
and sea poru would be needed. 

In the light of the above analysis, il may 
be stated thsH the recent changes in cropping 
patterns may have achieved, for the time 
being, limited objective of say ‘self- 
sufficiency' in edible oils. But it would be 
difOcult for India to retain this 'self- 
sufficiency' in edible oils with the opening 
up of the economy. Already, with the opening 
up ofimports ofmost of the edible oils under 
CtGL, with a notable exception of coconut 
oil, and reducing the import duty to 20 per 
cent in 1996-97, imports of edible oils have 
touched about I.S million tonnes in 1996- 
97. This reflects a four- to five-fold increase 
in imports of edible oils since 1993-94. The 
policy impikaiions are clear that to sustain 
high degree of 'self-sufficiency' in edible 
oils, India will have to invest in raising yields 
of oilieeds as also to improve upon the 
processing of these into edible oils. These 
■nvesunenU may be of non-price nature. 
Overplayiitg with price factor, and making 
large areas switch away from coarse cereals 
and pulset, and at places from even wheat 
and rice, will ndiher be sustainable with the 
opening up of economy nor desirable from 
flic angle of leaouiec use cfflctency. 

It may be rellended that all this analysis 
and poU^ implication lfaefeof.ate applicable 
n< margin. In no way would our resuhs 
‘^onweyihatfaiiiia will atop producing mlseeds 
(or ally other crop for that matter) when trade 
in agricalteie il liheratiaed. What they mean 
for policy purpoae is that too much reliaiKe 
nn ptiee hatr a m ui t it not leading to higher 


RUR Therefore, it is advisable to keep the 
protection leveb low and let the faimers and 
millers decide which crops to grow and 
proc^ Government's policy agenda should 
focus on non-price facton ranging from seeds 
to irrigation for farmen and de-reservation 
of oilseed processing from small scale sector 
for the processors.*' Superior cereals like 
wheat and rice are definitely competitive 
import substitutes, and even export compe¬ 
titive in many years. Their production needs 
to be encouraged further, and resources put 
in that direction will have high social rate 
of return both from the point of view of 
efficiency in resource use as well as ‘food 
security'.** Even most of the pulses and 
coarse cereals also perform better than major 
oilseeds (groundnut, rapesccd-mustard and 
sunflower), and deserve priority in resource 
allocation. 


Annexuri: 2: Oouesoc Resourcx Cost (DRC): 
METHdoaunicM. Framcwoiik 


The DRC may be defined os the value of 
domestic resources (priinary, non-traded facton 
of production) it lakes to earn or save a imit of 
foicign exchange through the production of the 
commodity under consideration. The ORC 
concept hm dtiTerent variants, which can be 
expressed either as a coefficieDt or as a per¬ 
centage [Bruno 1967, l972;Krne^l966.1972J. 
In this study. the expreuion used is the one drawn 
from Scandtzzo arid Bruce (1980). 


t \ P; 

DRC, = ... 

p,*-E A,p; 
l-l 

where, 

DRC, Domestic resource cost of saving or 
earning a unit of foreign exchange 
through the production of one unit of 
ilh commodity, 

A Quantity of jth input required to 

produce a iiiut of commodily i, 

P' Shadow price (social price or 

‘ opportunity cost) of jih non-traded 

input'. 


I A P|‘ Normative cost of all those j inputs 
' (needed to produce one unit of ith 
,. 1.1 commodity) that ate direct primary, 
iton-lraded plus the indirect primary, 
mm-lraded elements of non-traded 
item obtained after decomposition. 
P- World lefcreocc Price (border pnee 

equivalent) of commodily i. adpisied 
for traasporlalion, handling and 
markeUng expenses. 

p- Wortd lefeience price (border pnee 

equivalent)nfjlhtiBdedin|MM.adjuslcd 

for transportation handling and 
maiieiiiii expemes. 

£ A, P’ The world value of all thow j inpuu 
^ ' diiecityliwiedpliuiheindiiecitradcd 


elemcias of non-mdedilenia obtainod 
after decompoailion; 

J I....IC, directly traded inpHis phtt the 

traded etemenli of noit-ltaded inpols 
obtained after drcnmpoaiiioif. 
j k-fl..J,priinaiyinpu*plHnoD'iiaiiMl 

elements of non-iniiWI inpuls obtained 
after dccontpouOoa. 

This expression gives the comraoihty specific 
shadow price of foicign exchange. If this 
commodily specific shadow price of foreign 
exdtingeugieaierihulfaeecoiianiywidediadw 
price of foreign exchange, then the i ih commodity 
under consideraiion is not advaittageoos to be 
pixxluced at home at (he margin becaM it would 
not be in the diiectioa of miniinisiitg domestic 
leiource cost per unit of foreiga exchange and 
vice versa. If DRC is expressed as a pure Mmiber 
by taking the ilciioininator too in heal cimency 
then, this pure number is called the RCK which 
would indicale whether (he conunodity under 
consideration is profitable if the RCR is less than 
unity and vice vena. 

RCR DRC/shadow exchai^c me 

A lower CRC ratio indicales htglier RUE in 
carting or saving a unit of foseign exdiwge. 
Tl.is. region and crop-specific economic 
efficiency indicalois can be used to d et mnin r 
the compainiive advantage of diffeieiM legiaos 
in producing difibeiil commodities or same 
commodity ui different regions. 

At this stage, certain quali fi ca ti ons in rmpoct 
of shadow prices of iradaUe and non-mdaUe 
inputs may be noted. A problem which genenBy 
arises in this type of analysis is tbe compoiatioa 
of shadow pnce> of primaty, non-traded factors 
of pr^-'aciion. rheie is ample discBMitm in 
lileratuie to eslimale shadow prices of ptimity 
facton [UNIDO 1972 and 1978; Uule and 
Minieei t974;ToweraiidPuisell 1976and Squire 
and Tak 1988). Shadow- price of a resource may 
be defined os the valae of benefits (oppott u nity 
costs) that arc foregone by the society by 
employing a unit of resource in the productioB 
of a particular commodity. Thus, shadow price 
or the opportunity cost is the margiaal valae 
produc I of a reaouice foregone elsewhere beeauae 
of Its use in tbe productian of a particalar 
commodity.ShadowpncessRdiflicultiocitimnR 
empirically because there is not just one activily 
but acombination of acti vitiet in which letoureea 
can be used. Because of varioas approximations 
Ihji are generally used to esdinale social pnoca, 
particalaily of non-tradable inputs, the resalli 
depend upon uitderiying astuiiqitioas dial the 
researcher uses. We dticost below the procedural 
dciails involved in esmnatiiif shadow piiciag of 
various inputs in this study. 

UmJ: Usually, land rent it used to ettimale 
the shadow price of Itwl. However, land oMritets 
in a country like Indu are not well developed 
due to lesirictiom on free sale/pmchaae or even 
leasing in/ooi of land auder die Land Rafceme 
Act in several states. Hence, land icms, wherever 
they exut. do not reflect the tree opponuaiQ) OQH 

of land. Moreover, even im land retts, forre it 
no systematic data available fur diilMM Mas 
over yean The studies on mmprrbewin) coat 
rtf cultivabon of principal crepa impale the nasal 
value of land by a i samiag it to be dbeut 20 to 

2.9 per cent of dm vabre of gtoH QU^ Thk it 
a very ad hoc wwim snd doto Ml reflect iw 
tfueoppoiiBaiiyoaatoflMilTlNn«rebeaewnl 
aHemauves to this approack Om of tocae crei 





be wbcR die ihedow price of land it ettimaled 
by dividing the value of net rattnis to land under 
a pailicultr crop (for which the DRC is being 
esdmaled) by the average nominal protection 
coefficients (NPCi) of competing crops. This is 
what is adopted in this study, as we feel this it 
superior to Just taking the imputed value of land 
in cost of cultivation studict. However, there can 
be another alternative. Under this alternative, the 
shadow price of land can be estimated as the 
weighted average net returns to land from the 
competing crops valued at their border price- 
equivaleiits, adjusted for subsidies on tradable 
and non-tradable inputs. This is not attempted 
in this paper, but is used in the largcrstudy [(julati 
and Sharma 1997]. 

UAomr India is a labour surplus economy and 
there it disguised unemploymem, which implies 
that labour con be withdrawn from agriculture 
without reducing agricultural output. This 
indicates that marginal productivity of labour 
input is zero. But since labour is being supplied 
by labourer, the last worker ends up woiking less 
than his predecessor. The average pioduclivity. 
though positive, is thetefoie less thm thai of the 
prevailing wage role. Hence, the shadow price 
of labour under such situations can perhaps be 
best represented by a fiaclion of the going wage 
rate, The range of fraction will vniy from region 
10 region depending upon the degree of 
unempfoyroent. At the all India level, we have 
used 0.8 as the relevant fiactinn to apply to 
market wage toobtainils shadow wagefsomewhat 
closer to what the ploiming commission uses as 
a notional parameter). At regional level, this is 
modified by taking into account the ratio of real 
wage of the stale vis-a-vis weighted average wage 
for all India This is becauK itatewiie variations 
in agncullural wages represent relative scareily 
or abundance of agricultural workers. Thus, to 
estimate shadow price coefficient for a particular 
state one would limply have to di vide this number 
(0.8) with ail India weighted average wage rale 
and multiply the resulting ratio with the 
agricultural wage rate in that particular stale. The 
estimaled shadow price coefficieMi estimaicd in 
this manner for various stales range between 0.55 
in Orissa to I 28 in Punjab. Hence, the shadow 
wage rale of agricultural labour in s particular 
state is the market wage rate multiplied by the 
shadow pnee coefficient. 

Other htpatr. Bullock labour is valued at par 
with nuuker wage rale and machine labour is 
valued at bonier prices, i e, market prices divided 
by the nominal protection coefficient of farm 
machinery (tracton). Seeds are valued at their 
border price equivalents, assuming nominal 
protection coefficients (NPCs) to be equal to their 
respective output NPC^. Similarly, fertilisers and 
insecticides are also valued at thrir border price- 
cquivalciits by dividing the market rales by the 
NPCi of fertilisers (weighted iverage of N. P,0, 
and KjO) aiul insecticides, respectively. 

The shadow prices of irrigation chaiges and 
interest rates on fixed and woiking capital have 
been esrimated by adding subsidies which accrue 
to the variooi crop rectoss through irrigation 
water, electricity and credit to their respective 
market prices. Eilinulesof subtitfaes wtuch ocene 
to the igricullural sector through these inputs 
have beenestimated by Gnlati and Slwrma (1997). 
The irrigation subsidy has been estimaled as the 
nbaidy on operation and matiKenaiicc eiipeiiaet 
(tetfi major and medtum and minor inigailoa 
•clnnes)plua I percentofihecumularivecapital 
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outlay on both the seheinet. Electricity rabsidy 
has been esiiroated as the difference between the 
average cost of supplying eleciricity to all the 
sectors and the average tariff charged from the 
fanners. Ptnally, the credit subsidy has been 
estimated as the interest rate subsidy on loans to 
the ngriculiunl sector slid the subsidy whicb 
accnies through defaults on account of loon 
waivers, etc. 

Notes 

fThis paper it a port of the NCAER-ICRISAT 
coUabomi VO study on‘OoppingPatteni Changes 
and Resource Use Efficieiicy inSemi-AridTropics 
of India: The Role of Priccaiul Non-Price Factors’. 
The authors gralcfuily acknowledge the financtal 
support received from Ford Foundation for this 
study. The authors are also grateful to C H 
Hanumontha Rao forhisdetailed and consliuctive 
comments on an earlier draft of this paper.] 

1 As on September 5,1997 these reserves were 
close to US $ 29.86 billion, including gold 
and SDRs. 

2 Zero tariff bindings on certain agricultural 
commodilics were actually agreed to ineariier 
rounds of GATT, For example, zero tariff 
bindings for rice, plums, fresh grapes and 
dried skimmed milk were commilted in 1947 
(Geneva Protocol). Some other commodities 
like maize and millets were bound at zero 
import duly in Ton)uay Protocol of I9SI. 
Sorghum was bound at zero import duty in 
Geneva Protocol of 1962 (Dillon Round). 
Sometimes it is said that rapeseed-cultivalion 
is expand! ng at places where there is moisture 
stress, and only two irrigations are available. 
So taking whul os a competing crop is not 
appropriate. While we do recognise this 
limitation of our analysis, as it is at an 
aggregative slate level, we must point out that 
our exercise does moke on adjustment for 
irrigation while estimating shadow price of 
land. This helps in accounting for the 
diffcienlials between iirigaled and un-imgaled 
yields. But, if still there are areas where wheat 
cannot be grown, chickpea would continue 
to score over rapeseed-musiard in RUE, both 
being impottalto. 

4 One point in connection with results of pearl 
millet may, however, be noted. Due to paucity 
of informMion on world prices of pearl millet, 
international pneet of pearl millet have been 
deri ved as 0.87 per cent of the world sorghum 
prices. The factor 0.87 represemi the ratio of 
weighted wholesale prices of pearl millet to 
weighted tfholesaie prices of sorghum in the 
domestic market. If one uses world prices of 
proso millet as a proxy for the world peart 
millet prices, the resuliing RCR works out to 
be mu^ lower. Bui if one uses fob prices of 
pcaii millet being exported from Mali, 
conveits ihoK into cif India prices, the RCR 
of domestic pearl millet still remaina quite 
high. 

5 As fugarcane is not direcity Iradable inter¬ 
nationally due to iu bulky composition, its 
RCRt derive import purity price of sugarcane 
from sugar prices afler duly adjusting for the 
proceitini coats. 

6 It may be noted that our analysis does not 
attach any toctal coat to dedininf water table 
in statoi inch u Funjrii and Haiyaaa. To that 
extent, our estiiMdea may be little bit biased 


downwiidi with r^aid to true naoarou cost 
of rke cnldvalloti in theae low niiifatt arem. 
But our eNimaiea do include the subtldiei for 
water, both ihrough electrkity as well is 
through canal water* in the edimalian of 
RCRs. Deapite this, the differentials in 
domeadc and world prices of ike on so much 
that domestic production of rice surely 
indicates promotion of RUE. 

7 A recent World Bank report [Worid Bonk 
1997], however, gives tho impreaiion that 
India hai attained comparative advantage in 
oilseeds production. The report obierves 
“With and without protection at home. India's 
oilseeds appear overall to have developed a 
certain comparative advantage over other 
notioiu’' (p 12, vol I). The anolyiis earned 
on in that report suffers from serious 
drawbacks. For example, it looks at the 
protection coefficients of oilseeds, and since 
their protection coefficients have come down 
over time from very high levels in mid-1980s 
to moderate levels in mid-1990a, the report 
jumps to conclusion that India has companli VC 
advantage in oilteeds production. What it 
misses totally in its analysis is: what happens 
to other competing crops during this period'’ 
Comparative advantage is to be judged acros.s 
crops, and not only within oilseeds. The repon 
admits that “Otha indicatoii. such as domestic 
resource costs, would be more appropriate 
indicator of comparative advaniage, but no 
DRC estimates are available to assess India's 
comparative advaniage in groundnut, 
rapcKed-inustaid and sunflower production" 
(p 12). Bui we have worked out these DRCs 
for major oilseeds as well as ocher competing 
crops (Tabic I). The results of our analysis 
do not suppon the conclusion derived in the 
Worid Bonk report. We find that, with the 
exception of soyabean, other major oilseeds 

- groundnut, itqicseed-muitanl, and sunllosvcs 

- do not haste comparatisre adstantage, at the 
maigin. 

8 Thcmainracloisresponsiblcrorsucblownrl 
returns under these competing cnieipnses are 
either their low yields or high profection 
accorded to Ihem through boirien on external 
trade. 

9 The sivedge beitveen domestic and import/ 
export parity prices of nee, as captured b> 
the protection coeffidenis etlimal^ in this 
study, needs some qualification. FuM. nc 
production in India receives quite u bit of 
subsidies on major inputs like electricity, 
canal waters, fettiliieis and rural credit This 
obvkMiily has kept domestk prices lomesvhat 

lower than whol they would be without thru 
aubiidlet on inputs. Therefore. ESC it more 
■ppropriale a measure than NFC. Seconcllv 
the worid price of rice would have hern 
aomewhal tower had India emeiged as large 
scale exporter of rice, given the thin worM 
market of rice (about 20 millioti tonnes) 
From this angle, the 'teal' wedge between 
domestic and worid lefemnce price of net 

would be somewhat leta than the one obicrs cil 

through NFCi. 

10 The rate of profit is simply the avenge pre>f>' 

expressed at a percentage of the paid out cos' 

11 It may not be true in cate of ■ subtiiiencc 
fanner, but in geitenl iMa is what etnerget 
from various itudie* such m Rqj Kttsh<*> 

(I962X Cuianii^ (l975)aitdNMalB( I9T7) 
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12 Tte nab UmiUlHM of the itwKet that have 
been coadaded b the peal haa been ihet all 
(hete itudiea me either relative pticea or 
yieUila captne relative prefiubil ity of cropa 
However, inch a procedure fails lo capture 
the true eflecu of pronis on area allocation, 
sincecosU vary widely across different crops 
Mihouth, psice is generally taken as a proxy 
for praritability. it suffers from a major 
drawback as it totally neglects the cost side. 
The some flaw remains in cose yield is used 
as a proxy for prornabiliiy. Thus, neither 
relative prices nor relative yields are able to 
analyse the true impact of prornability on 
areaallocalion decisions This study attempts 
to fill this gap by estimating profitability of 
nearly all the major crops fur which cost of 
cultivation data are available 

13 Themainreaionforthiichuiceofsub-penods 
is the launching of the Technology Mission 
on Oilseeds in 1986-87, since, it is after the 
humching of TMO that cropping pailerm 
have witnessed signiflcanl changes. 

14 Siiare, sugarcane is a two season crop, the 
profitability of sugarcane has been accordingly 
reducedby half in order lo moke it comparable 
with one leasnn crops 

15 Some of the changes in coarse cereals, 
however, do not follow the pattern highlighted 
by piofilabil Uy. Furcxampic. I here is a massi vc 
decline in the profilabilily of pearl millet, yet 
the area devoted lo it increased at the mlc of 
0.63 per cent per annum dunng period II 
These changes do not conform lo our 
hypothesis However, it nwy be noted that 
chmges at the aggregate level suppte.vs much 
of the infbmulion at the districi or even stale 
level. Therefore, a clear understanding of 
these changes rerpiires analysis at the stale 
and (hstrici level. 

16 Although we have not worked out in this 
study the degree of stability m profits of 
oilicreds, the World Bank rcpon( I997)shiiws 
that the coefficienl of vonalion of oilseeds 
prices has dramatically come down dunng 
late 1980s and early 1990s. compared to 
earlier years. 

17 EfficieiKy and incentive indicators for 
sugarcane are also below unity for llie penod 
1987-88 lo 1993-94. But these indicators 
were well above unity for the earlier penud 
1980*81 lo 1986-87 This speaks for the need 
lo exercise caution in drawing policy 
tnfcrences 

18 It may, however, be mentioned that these 
changes do not take into account the sire ot 
India's iroporls and iheir impact on the world 
price. Therefore, more detailed work on some 
of the commodities u required lo gauge the 
true impact. However, the exccstisc 
appreheissioni regarding India's entry into 

world markets may not be true And there 
is every likelihood of greater substitution of 
more expensive commodilics with cheaper 
one*. 

19 Often, an argument is put forward that with 
opening up of edible nil imports, the incomes 
of farmenm the dry lands would sulfci This 
•nay be true, especially if they cannot switch 
to other cropi that ore more efficient in the 
open economy frainework But one inusi not 
foigel that with edible oil prices coming dim n 
sobiaaiially, there it enormous gam in 

conaimien. And h H the net gai n to the society 


that nutters at the end. Similarly, opening up 
of exports of rice and wheat may raise their 
domestic ^ccs, and therefore, may affect 
cost of living of the people adversely. This 
loo needs to he captured in the overall gain/ 
loss to the society. It is precisely this that we 
have attempted to do through a mulli-maikel 
model 

70 Thesmdyusesamulti-inaiketnndeltocapture 
changes in supply, demand and exports/ 
imports of various commodities. The com¬ 
modities included in the model are rice, wheal, 
coarse cereals, pulses. ediMc oils, sugarcane 
and cotton. 

21 Since India is the second biggest producer 
of nec and the world Hade being small in 
relation lo Indian production, the increase m 
rice price exhibit^ by model simulations is 
not os large as revealed by the difleicnce 
between domestic pnee and esport refeicnce 
pncc. This is because, with India's rniry into 
the world market the difTcrence between the 
domestic price and export reference price wi II 
narrow down In addition, lo avoid a greater 
fall m the world price, India will have to 
impose an optimum ex port tax on rice exports. 

22 These gams include three components - (i) 
the cost of living comes down because the 
weighted average of the changes in prices of 
these commodilics turns out to be negative. 
The wcighLs used ore shares of consumpuon 
expenditure devoted to each commodity or 
groups of commodities The main reason for 
the fall in the cost of living is the massive 
fall in the pnccs of edible nils and a relatively 
.smaller increase in the pnccs of rice because 
of iiplimum export tax. In addition lo this, 
pnccs of two other commodity groups, pulses 
and coarse grains also fall, (ii) there is or 
increase in governmcni revenue because ol 
the export tax which is levied on nev which 
outweighs ihe lost in revenue earned through 
impiin dunes on pulses and edible oils, and 
liiilhciauscoflhci ncreosc mexportsofnee, 
wheal and coilon there i.s a net gam through 
increased loreign exchange comings 

23 Al present, processing of groundnut and 
rupesced-inusiord is reserved for small scale 
sivloi This hinders Ihe growth of large scale 
pnx'Cssing and heller technology, which does 
nol allow the economy lo reap economies of 
scale. As a consequence, processing margins 
remain high and the price to he paid lo faroicn 
low Reforms m Ihe processing industry have 
u poicnlul 10 roue former's price without 
raising proieclion on edible oils. 

24 The word 'food seeunly' is used here in 
niaiTO sen.se Although we heliesT Ihni with 
ihc opening up of world agriculture, trade 
w ould play an important role in enxunng food 

sccuiiiy of different nations, yet the 
developnKnts are likely lo be «low in this 
direction For the next five lo ten yean, if 
self- sufficiency ratio* (ratio of domestic 
pniduclion Inuonsumpbon) for say foodgianu 
irmain ahosc 0.9. we would consider that os 
high degnse of food security For ca*h crops 
tbit raiio may be allowed to go even up M 
0.75 for some crops (like oilseeds). We. 
however, hope that in case of foodgnins 
Indian self-sufficiency ratio would hover 
around unity in the next decade, around 1.2 
for cotton and 0.8 for esliWe oils, all m an 
open economy ftamework. 
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Detemiiiiants of Total Factor Productivity 
in Indian Agriculture 

Bhupat M Dcsai 
N V Namboodiri 

Past literature shows that technical change in agriculture is determined by non-price factors like government 
expenditure on R and D and infrastructure. But more recent literature also considers relative farm prices that 
would provide incentives for technical change. This has been reinforced by the present policy in the wake of 
reforms that reduce protection to trade and industry for advocating its prime role for technical change. This 
paper therefore develops a more comprehensive framework of price and non-price factors for studying this change. 
Among the non-price factors it separately considers government investment in R and D, inputs, credit, rural literacy, 
and marketing and banking infrastructure density in addition to land reforms. 


GROWTH in total factor productivity (i e, 
technical change) in agriculture ix both a 
necessary and sulTicieni condition for its 
development. It is a necessary condition 
because it enables agriculture to avoid a trap 
into Ricardo’s law of diminishing returns to 
which the sector is more prone. And it is 
a sufficient condition becau.se it increases 
production at reduced unit-costs/priccs in 
real terms (for some evidence, see Kahlon 
and lyagi 1983; Sidhu and Byerlec 1992, 
Kumar and Mruthyunjaya 1992; Ran 1994. 
Kumar and Rosegrani 1994; Singh. Pal and 
Morris 1995; Acharya 19971. Question 
therefore arises what determines technical 
:hange in agriculture. 

Studying this question would facilitate 
malting a distinction between agricultural 
strategy and policy instruments to achieve 
it, which has not been clearly recognised by 
Ihcpolicy-maken nor by the earlier lilcrature 
to an extent. It would also aid more i ntormed 
lecision-making in identifying policy 
priorities for technical change. These arc 
tspedally required because former finance 
minister and present finance .secretary in the 
wake of economic reforms have argued that 
improvetnem in terms of trade con.scquent 
pon reducing protection to industry and 
trade would provide better incemives fur 
investment and technical change in 
agriculture [see Singh 1995; Ahluwalia 
1996]. But the earlier studies show that 
echnical change is influenced by non-pnee 
actors like government investment in 
agriculiuial research, education, extension, 
and infrasinictiire like lutal roads, regulated 
markets, etc (see, for example. Jha and 
3vensonl973;RosegrantandEven.'ion 1994: 
^umar and Rosegnnt 1994], This paper 
‘considers both price and non-pricc factors 
o undentand the process of change in total 
•ctor productivity considering the period 
rom 1966-67 to 1989-90 for which the 
''oquired data are available. 

Before prcMmiiig an analytical framework 
’fd ka application for studying this, it must 
K stated that among the three agricultural 


strategy options of extensive farming, 
intensive agriculture, and technical change, 
it is technical change which is universally 
accepted as tibc best strategy [Desai 1997]. 
This raises three issues of nature of technical 
change, its measurement, and its contribution. 
These are briefly reviewed by drawing on 
the scant literature that uses more convincing 
framework. 

Nature, Measurement and roNnuaimoN 
or Technical Change 

Ta'hnical cliange is invariably embodied 
innewinputslikeHYV seeds, feitilisers, etc, 
and services like appropriate liming and 
method of their application (for some illus¬ 
trations on this, see Desai and Namboodir< 
1997al. The former represents new physical 
inputs, while the Initer represents scientific 
knowledge. Ideally, therefore, technical 
change shouldbc defined as growth in output 
a.ssociated with both of there. But separate 
data on most new inputs such as H Y V seeds, 
irrigatiun-water by new methods (like more 
efficient pumping devices and canals with 
drainage and on-farm development), etc, are 
ranrly available. Thoughthcdataonfertilisets 
and pesticides are available they cannot be 
separately considered to capture their impact 
in terms of technical change as they are also 
complementary to IlYVs, itrigaUun-watcr. 
etc [Mellor 1966). Thus technical change in 
practice is defined as growth in output that 
is noi accounted for by the growth in all 
inputs. In other words, residual productivity 
growth is termed os technological change 
and it is attributed to scientific knowledge, 
i c, R and D. This is also known as total factor 
productivity (TFP) growth since it postulates 
increases in total output less increases in 
lutal (all) inputs (see, for example, 
Abramoviu 1956; Drosion 1962: )layami. 
Kullan and Southworth (9791. This implies 
an upward/downward shift in production/ 
cost function and hence it represents 
efliciency growth. 

Technical change so defined is studied in 
earlier liieralure that has three heroic 


assumptions. One, it assumed perfectly 
conqietitiveproductand factormaikeu.Two. 
it considered technical change to be Hicks- 
neutral, i e, relative payments to toon of 
productiao are unbiased. And three, technical 
change is disembodied [see. for example, 
Soiow l957;JhaandEvensanl973:Evensoa 
and Kisicv 1975; Dholakia and Dholakia 

1993] . More recent iHerature, however.does 
not make any of there restricti ve assumptions 
ISidhu and Byerlee 1992; Kumar and 
Mruthyunjaya 1992; Kumar and Rosegrant 
1994; Rosegrant and Evenson 1994; Desai 

1994] . Underlying the approach in this 
literature that follows Christenson (1975) 
and Dieweit (1976), is a translogproducrkm 
function. Tlijs production func^DO allows 
for non-constant as well as constant letums 
to scale, complementarity so unique m 
agricultural production process,' and' 
operation of imperfect maitrets. 

Diewert (1976) derives Tomquist-Tlieil 
index of TFP from t)w translog production 
function. This index is computed as the ratio 
of an index of aggregate output to an index 
of aggregate inputs. In logarithmic fonn this 
index is 

In (TFPt / TFPt-I) s V4 Ij (R, + R^,) 

ln{Q,/Q^,) -WI,(q, + CV,) 

In (X, / X.,,) 

where 

Rj = Per cent share of output j in total 
revenue 

Q, = Output j 

C, = Per cem share of input i in total cost 

X,= Input i 

all are in period i and i-l. 

Earlier stated five studies which use this 
index-based method include two studies on 
wheat (namely, Sidhu and Byerlee 1992; 
Kumar and Mnithyunjaya l992],onennrine 
(namely, Kumar and Rosegrant 1994], one 
on major crops-sector as a whole [namely. 
Rosegnnt and Evenson 1994), and one tm 
agriculniR and allied sectoa exctadiii^ 
foiestiy [namely, Desai 1994], While the 
three studies on two crops cmMidrr n|gg 
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pestkkks. tmaa labour, animal iabom. 

mAThin e Igbour, irrigation, and land, die 


inputs 

irrigatiatu irrigated land, unirrigated land, 
hunrni labour, andam'tnal labour. The former 
uses cost of cultivation data for the post- 

green revolution period from 1968/7001 to 
1989 for tome states, while the latter uses 
the data for 1937 to I9lt6 for 271 districts 
covering 13 states in India. 

The lemaining study [Dcsai 1994] on 
agriculture and allied sectors, except fotestiy, 
is most comprehensive in its input coverage 
that includes 11 farm inputs that are both 
credhandaelf-ruunced, namely,land, labour, 
seeds, organic manure, fertilisers, pesticides, 
diesel, electricity, irrigation char^, private 
and public capital (that consists of land 
improvcmeiits, farm equipments and tools, 
public and private irrigation, agricultural 
maebinety, farmhouses, livestock, and inven¬ 
tories).^ The sources of data for these are 
National Accounts of Central Statistical Orga¬ 
nisation (C^) and Dholakia and Dfaolakia 
(1993). The period coveted is 1950-31 to 
i9B9-90.Thisatudy is utilised for the purpose 
of analysis addressed in this paper. 

nnally, Table 1 reports the abwlute and 
relive contributioiu of growth in inputs 
and TPP from the lectorwide studies by 
Rotegram and Evenson (1994) and Dcsai 
(1994). While the former shows that little 
over X per cent of growth in crop-output 
it contributed by technical change, the latter 
estimates that close to 38 per cent of growth 
in output of agricultural and allied sectors 
is accounted for by technical change. This 
lower estimate of relative contribution of 
technics change may be because this study 
is more comprehensive in its inputs coverage. 
Moreover, technical change has not been so 
important in allied sectors of dairying and 
fisheries which account for about 30 per cent 
of agricultural production. Both the studies, 
however, show that the contribution of 
technical change in post-green revolution 
(GR) is much higher. They further show 
decderaiion in total factor productivity in 


0.5? per cad prior to GR. 

ConcsTTVAL /iiAtiBwotuc, MamoDouiaY 
ASD Data Bass 

As stated earlier, technical change is 
influenced by price and non-price factors. 
While the role of price incentives to induce 
technical change is obvious, that of non¬ 
price factors arises from the shifts in structural 
change in agriculture. These shifts could be 
from (I) antiquated to modern scientific 
know ledge-ba^ faimi ng, (2) i solaied farms 
to those integrated with the rest of the 
economy, and from (3) oppressive to 
egalitarian land tenure system (Dantwala 


Coasideriag the available data the firsim 
isapptoximaiedbygovetmnentexpendiiuK 

on agriculture research and education, and 
crop production pro g r a m me (OERD), P^O, 
to N fertiliser consumption ratio (PNR), 
share of canal irrigated area (CIS) and rural 
literacy ratio (RLR). Infrastructure for the 
access to various markets is approximated 
by the density of regulated market yards, 
fertiliser dealers aitd field-offices of rural 
financial institutions (MBID), and density 
of rural roads (RRD). And Gini ratio of 
distribution of owned land (ONLE) and that 
of operational land (OPLE) ate sunogates 
for egalitarian land reform measures.^ 


Table 2; Some Pammoi cw Total Factos PRODucrtvmr and Its Detebiunakis m Indian 
AcMcuL-nmE:* 1966-67 to 1989-90 


Details 

Mean 

Siandted 

Deviation 

Ammal 
Compound 
Growth Rate* 

Total lactor productivity, i e, Toniquisl-Theil Index 
with 1980-81 base 

91.90 

t0.8SS 

1.699' 

Index of barter temn of trade with 1980-81 
base (BTOT) 

112.08 

8.031 

-0.741* 

Cumulative government expenditure on agriculiural 
teseatefa and education and crap production 
prograinrae with 5-yeai lag in 1980-81 prices 
(Rs minkm) (OERD) 

22609 

IS77S 

14.965* 

P,0, to N f^luer eomumptioa ratio (PNR) 

0.328 

0.040 

0.843* 

Per cent of canal irrigated area to total Irrigated 
area (CIS) 

39.24 

1.833 

-0.634* 

Per cem of literate rural popularion to total 
nind populattoo (RLR) 

32.48 

5.200 

2.224* 

Density of regulated marlcet yaidt, 
feftiliser dealers and field-ofriGes of rural financial 
inititutiaiit per 1000 ha of net sown area (MBID) 

1.39 

0.136 

•0.001 

Density of length (km) of nirai roads 
per 1000 ha of net sown area (RRD) 

86.39 

45.285 

7.327* 

Oini ratio of owned land dislribution (ONLE) 

0.7080 

0.0010 

0.009* 

Cini ratio of operuioiial land distribution (OPLE) 

0.7085 

0.0063 

0.049* 

Annual average rainfall (mm) (ARF) 

930 

103 

0.191 


Notes: * Estimated by fitting an equation In Y » a -t- b(. 
a Statistically significant at I per oem. 
b Slsriitlcally lignificant at 3 per cent, 
c Stallitically aignificaiit al IS per cent. 


Table I ; Annual GaowTU Ratu nrbinvuT, Iwim and Total PACraa PaooucnvtTV (TFP) 


Uowwrmm mwj BvenMn 1994 _loos 


Pcfioda 

Crop Ourpot 

Crop Inputa 

TFP 

rcfioai 

Agricuhatal Agriculiural 
Output Inpuii 

TFP 

1957-67 

2.18(100) 

1.08(4954) 

1.10(50/46) 

Pie-GR1930-51 to 1965-66 

2.03(1(10) 

1.49(7248) 

056(27.32) 

1967-76 

2.68(100) 

1.28(48.13) 

1.39(51.87) 





1976-86 

2.07(100) 

1.00(48.31) 

1.05(31.69) 

PDat-OR1966-67 to 1989-90 

3.41(100) 

1.96(57.48) 

1.43(42.52) 

Entire, ie. 1957-86 

2.25(100) 

1.11(49.33) 

1.13(30.67) 









1966-67 to 1973-74 

1.98(100) 

1.14(57.58) 

0.84(42.42) 





1974-75 te 1979-80 

4.23(100) 

2.34(39.76) 

1.71(40.24) 





1980-11 to 198445 

3.68(100) 

Z29(62.63) 

1.39(37.77) 





1983-86 to 1989-90 

4.49(100) 

3.16(70.38) 

1.33(29.62) 





Both, it. 1930-31 to 1989-90 

2.97(100) 

1.85(62.29) 

1.12(37.71) 


Hater. Figuiei in bnefceu br relative coniribuliona of inputa and TFP in o wpu t growth. 
Seureet: Adapted Irom RoKfiant and Evemon (1994) aad Detai (1994). 
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.‘Baiter termi of ttade (BTOT) represents 
price hetor. white animal average rainfall 
r(ARP) is an important determinant of 
technical change for an agriculture whose 
fortunes are depend^ on weather gods. 
Thus, the muhi-variate model that may 
explain behaviour of technical change is 
TPP» f (BTOT.GERD, PNR.CIS. RLR, 
MBID.RRD,ONLE.OPLE. ARF) 
Each of these determinants is discussed 
to idetitify how it influences growth in TFP 
and what is the nature of its relationship with 
TFP, i e, positive or negative, a priori. 

Barter terms of trade (BTOT); Prices 
received (PR) by farmeni for the sale of their 
products and prices paid (Pp) by them to 
purchase farm inputs and consumer goods 
is derined as baner terms of trade. This is 
measured as composite index of P^ lo that 
of Pp. Under the new economic environment 
that reduces protection to trade and industry 
the prices paid (Pp) by famiets may decline. 
Moreover, it may provide new trade 
opportunities. While the former would 
directly improve barter terms of trade 
(BTOT), the latter would encourage it 
indirectly through product innovations. Both 
of these would provide an incentive to the 
farmers to innovate in methods of farming 
and in enterprise-mix and thereby improve 
TFP. In other words, BTOT is positively 
associated with TFP. But as BTOT increases 
farmers’ incomes also rise with consequent 
increase in their consumption leading to 
decline in investment in acquinng new 
knowledge through, .say. adult literacy, 
contacting extension worker, and visiting 
demrmstration farms, agriculniral fairs and 
farm university. Thus, BTOT and TFP are 
inversely related. A prion, therefore, the 
effect of BTOT on 'ITKP could bc> = c 0. 
This suggests that what protagonists of 
economic reforms argue is just one of the 
three possible outcomes of improvement in 
BTOT. Which one of these three hold.s is 
an empirical question which they have not 
analysWi. Thedau for BTOT aicdrawn from 
Thamarajkshy 1969 and 1994.* 
Covemment expenditure on R and D 
(GERD); That R and D is a comer-Monc for 
growth in total factor productivity is 
undisputed. Government expenditure (or R 
and D in agriculture is also unquestionable 
i’ceause it is a public good in whose case 
i mwkei fails amVor wotks imperfectly. This 
I is especially so for biological and chemical 
technologies. Although there is some growth 
in R and D expenditure of some private 
(Seed) companies it is insignificant and 
nwinly forhybrids ralherlhan self-polli nated 
”t>ps which are more commonly gtown. 
Moreover.iiiewcompaniesdepend on puHie 
R andDfor developing iheirR and r>(Singh. 

Pal and Morris 1993; Singh and Asokan 
•W7). Thus, gpventmem expenditure on 

agricultural leseaich and education, and crop 


production programmes is considered as 
GERD. While the formerieprcscnts building 
R and D activities and capacities, the latter 

rcprcseiHs technology iransferservices. Both 
these expenditures are considered together 
as separate data on then, are not available 
for sufficiently long period of l^bb-bT lo 
19119-90. These expenditures are m 1980- 
81 prices w hich were derived by using CSO’s 
agricultural NDP deflator. Moreover, they 
cumulated asexpenditure on R and D in any 
one year, has an effect over a period ol time. 
A lag of five years is assun^ as in other 
studies |sec, for example, Kumar and 
Rosegrant 1994; Rosegnuit and Evenson 
1994; and Jha and Evenson 1973]. A pnori 
it is expected that TFP and GERD are 
positively associated. Data on GERD are 
derived from Indian Agriculture m Brief 
publislicd by the diTeciorate of economics 
and .statistics of the ministry of agriculture. 

Pj(J, to S fertiliser ratio (PNR); While 
use of all fertilisers is considered as a part 
of all inputs in constructing TFP index, this 
ratio IS considered to influence TFP proper 
for two reasons. One, fertilisers being one 
of Ihc leading inputs in agriculture [Ishikawa 
I %71 it requires wide variety of appropriate 
govemmem policies for this input (industry). 
And two, balanced application of N and P 
fertilisers is more imponant in inducing 
growth ill TFP. This latter concern has 
acquired added significance since the prices 
of P unlike N fenilisers, have been de¬ 
controlled in the wake of new economic 
environment. It is expected that the TFP 
growth will directly change with the PN 
ratio. Data on this ratio are collated from 
FertiliserStansIws published by Ihc Fertiliser 
Association of India. 


Share of canal irrigated land (CIS): 
Irrigation is yet another leading input in 
agriculture [Ishikawa l9671.Canalirrigation 
being a public good requires goveniinent 
expenditure. While this public investment is 
considered as a pact of all inputs in 
constiuciingTFP index, its incentive effecu 
that farmers would have may be captured 
by considering its share in lotd irrigated 
land. Such effects can induce farmers to be 
more scientific in their farming and 
consequently this share should have positive 
innuetice on the growth of TFP. Since more 
than three-fourth of farmers have less than 
2 hectare farm size, these incentives of canal 
irrigation are very important. The data oh 
irrigated land by sources of irrigation m 
collated from the earlier stated Agriculture 
in Brief. 

Rural literacy ratio (RLR): That literacy 
would enable fanners to improve efficiency 
of farming is obvious for it would enable 
them to be more scientific in the apjdication 
of /arious (new) inputs. The data for RLR 
are derived from the population census of 
1961. 1971, I98t, and 1991. For the 
intervening years this percentage is 
interpolated, since it being a structural 
variable. 

Marketing and banking infrastructure 
density (MBID): This institutional 
infrastructure density is ciwial just not only 
for providing physical inputs but also for 
inducing incentives for lechnical change. 
This is because it enables famtets to substitute 
traditional channels by new ones that provide 
new (efficient) serviLes besides being non- 
exionionist. Moreover, instihitiom providing 
this infrastructure also promote technical 
services that would make agriculture 


Tasu S Estimatei) Multi-Vawate Muou. or Oetexminamts or Total Factc* Piooicnvm in 
Inix an AoaroLnmE: 1966-67 to 1989-90 


Details 

Regression 

Coeflicieais 

‘ 1 ’ Ratio 

Relative 

RaoUiv* 

Baiter lertm of trade (BTtiT) 

Cuimilated govemment expendilure on agriculiunl research 

-0.155 

-1.37(7 

7 

and education and crop production pfognunnte (GERD) 

0.094 

1.142* 

i 

PjO, to N femluer ratio (PNR) 

0.077 

1.659' 

8 

Per ccni of canal irrigated land (CIS) 

-0.182 

-0.694' 

9 

Per cent of niral literacy (RLR) 

Density of regulated m^el yards, feitiliser deoleii 

-0 142 

-0.363 

3 

and fieUI-iifriccs of RFU (MBID) 

0.122 

1.521' 

6 

IVnsiiv of rwal roads (RRO) 

0.031 

0.386 

5 

Oini ratio of owned land ditiribalion lUNLE) 

-7 473 

-l.Otl* 

4 

Ciini ratio of operational land distribution (OPLE) 

4.9,50 

3.902* 

2 

Annual avrruge rainfall (ARF) 
rnnsiani 

R bar square 
'F' siahslic 
l> W slahstic 

a(H8 

4.206 

1.2.36* 

i.3iy 

0.979 

106.51* 

1.92 

10 


Note- * Denved from ilandsrdued regmiion coefficknu rttimoled as n r g rfw ioii ooeflicieMi 
(«d of Xi T Ad of Yl ignofing Mgw where sd is Aiaadanl devtatioa. Xi is Rh ntpliuMniy 
varuhlc and Y is dependeni variable 


a Slgnificam at I percent d Significant *1 1^ percent 

b SifTificaiii at per cent e Significant at 20 per ceM 

c .Sigmficani at in per cent f .Stgnificani at 50 per cent 



idenlific knowledge driven. Data on the 
Muriber of legulaled market yards, fertiliser 
dealeri, and fleld-ofTices of rural banking 
an drawn from Suaiitical Abstract of India, 
FertiliserStaiistics,ttidSkautical5tatemaus 
Relating toCo-opmuive Movement in India. 
and published by the RBI and NABARD. 

iTewbyo/ntftif roods (RRB): This density 
t^petis up die isolated and closed villages 
for the farmen and agencies serving 
itiem. The improved communication has an 
Inceative effect not only in physical sense 
but abo in terms of receptivity of farmers 
R> improve their knowledge which would act 
ne a spring-board to improve total factor 
productivity. The data on panchayat and 
block road length are collated from j’rorutica/ 
Abstract of India. 

Gini ratio of distribution of own land 
(ONLE): The inverse relationship between 
productivity and farm-size in Indian 
agriculture is widely acclaimed. This is 
mainly due to smalier fanners' labour 
endowment over which they have better 
command in making fanning mote careful 
husbandry-oriented. It is also because larger 
fannera have diseconomies in managing 
larger labour force. Moreover, scale 
economies in general are insignificant in 
agriculture. Thus, it is expected that the 
growth in TFP is inversely related to 
inequality in land ownership distribution. 
While this may be its labour management 
related effect, it it likely thm this inequality 
may enable larger farmers to have greater 
access to knowledge as an input and thereby 
TFP may be directly related to it. A priori, 
therefore, influence of ONLE would be > 
= < 0. While this may hold at the aggregate 
level, it is important to note that these two 
effects (i e. labour management related 
efficiency and scale related efficiency) could 
be different for small farmers compared to 
htger farmers. In the case of smaller farmen 
tbe labour management efficiency could be 
positive (i e. > 0), though the scale effect 
could be negative (i e, < 0) as their access 
CO new knowledge and ability to take risk 
could be lower. But, exactly the opposite 
may hold in the case of laiger farmers. Data 
on Gini ratio of land ownership distribution 
for 1961-62, 1971-72, 1982, and 1992 are 
obtained from Thorai (1997) and Sharma 
(1997) and for the intervening yean they are 
interpolated. 

Gini ratio of distribution of operational 
land (OPLE): Operational land is owned 
land plus lease-in land minus lease-out land 
and hence it enables studying tenancy in 
agriculture. Since the data on extent of tenant 
cultivated land are unsatisfactory on account 
of widespread prevalence of .oral and 
concealed tenancy the Gini ratio of 
diitributionofopenboiUlanditcoiuidered. 
There dau are drawn fkom Sharma (1997) 
and Tborat (1997) for 1961-62, 1971-72, 


1982. 1992 and for the intervening years 
they are imezpolated. Even this inequality 
is expected to have either positive or negative 
impact on TFP (I e, > ■ < 0) for the reasons 
discussed earlier. 

Average annual rainfiiU (ARP); Since 
technical chaitge is mouured as residual 
growth in productivity any fluctuation in 
production would alto be applicable to this 
productivity. Agriculture being largely 
rainfed this fluctuation in TFP could also be 
determined by average annual rainfall. 

Table 2 provides mean, standard devia¬ 
tion, and annual compound growth rate of 
TFP and its ten determinanu for 1966-67 
to 1989-90. 

The above discussed multi-variatc model 
explaining behaviour of technical change is 
estimated by ordinary least squares method. 
Both linear and double log form of function 
were considered. Since the statistical 
properties such as R bar square, ‘f values, 
and D-W statistic are better for the double 
log form of the model the next section 
analyses its results. 

Analysis op Results 

Three mi^ features of the results arc 
discussed. These are their statistical 
properties, signs of the estimated co- 
effleients, andrelative impoitanceof various 
determinants of total factor productivity. 
Study of this importance is extiemely crucial 
for it would f^litate prioritising varioiLs 
determinants and thereby enable identi tying 
policies that would be more conducive to 
accelerating tecimical change in agriculture 
Table 3 reports the estimated model. 

As much as 98 per cent of the variation 
in total fabtor productivity is explained by 
the specified model. This R bar square is 
statistically highly significant. Durbin- 
Watson statistic reveals that there is no auto- 
cofrelation. Bight Of the ten determinants of 


total factor productivity have statistically 
slgnificam ‘t’ ratios (Table 3). 

The sign of the regression co-efficient 
associated with the barter terms of trade 
(BTOT) is negative. Similar finding is 
repotted by Kumar and Rosegrant (1994) 
and Rosegrant and Evenson (1994) though 
they do not explain why this is so. This 
finding suggests that the positive incentive 
effect of the relative farm prices is more than 
offset by its negative impact through the 
reduced farmers' investment in acquiring 
new knowledge because of increased 
consumption resulting from rise in income 
associated with these prices. It further 
indicates that the simplistic interpretation of 
the impact of relative prices on technical 
change which seems to guide current agricul¬ 
tural policy should be avoided forthwith. 

Only two out of the remaining nine 
explanatory factors have asign that is contrary 
to a priori expectation. This is so for the share 
of canal irrigated area (CIS) in total irrigated 
land (see row 4 in TaWe 3). This negative 
association could be because canal irrigation 
is known to ho inefficiently managed. Such 
a perception also holds for the canal 
commands which generate electricity. Both 
the supplies of canal water and clectricii) 
bei ng i ncfficient they fail to act as an i ncenti vc 
to farmers in making agriculliiri' 
technologically vibrant. Such a nature of 
these supplies needs to be corrected by hoih 
appropriate pricing and better managcmciu 
that could be jointly organised with ihe 
farmers. 

Amxhervariablcwilhasignthatls contr.io 
to expectation is rural Uieracy ratio (Rl-Ri 
This may be because a better measure such 
a.s number of years of schooling of famicrv 
could not be used due to non-availabilily ni 
data. In any case this co-efficient is 
statistically non-significanl (sec column .< in 
row 5 in Table 3). 
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Between the two land distribution variables 
the one for land ownership (ONLE> sImiws 
that as inequality inthisdistnbiition increases 
the TFP decreases. In other words, as this 
inequality reduces the TFl’ increases tsee 
rows 8 and in Table .t). A possible 
explanation for this runs soincwliat as 
follows. 

The positive labour management a'latcd 
efficiency of the smaller larmcrs lias more 
than offset negative scale cltect arising from 
their lower access to new knowledge and 
nsk-iaking ability. This luisdoniiiiaied al die 
’mean level' to more than outweigh the 
IHi.ssibIc positive scale clfcc! ol larger 
fanners' greater access to new technology 
and higher risk-taking ability that may 
outweigh tlicir negative laboiii managemeii' 
related inetTiciency. A Itcmati 1 ely, I he I (inner 
IS rcinforeed by larger farmers' labour- 
endowment related ineffirieni y oiilbidiling 
the positive scale effect arising from then 
greater access to new icchiiologs and abi lily 
to take risk 

Thu.s. egalilunan land ownership lelaled 
reform would improve loial Kuior 
productivity. This is quite coiisisienl with 
the well-known phenomenon of sm.illcr 
larmets being more ellieteni as well as (JR 
iy|)c of Icehnical change being .scule-neiiirji. 
divisible, and land and labour augnienimg 
But all this cannot he .said abtua the relation 
between TTP and inequality in disiiil'uiion 
ol npcraiional land IOPl ,E> whieh is posi1 1 ve 
In olhcr words, smaller tenants unlike 
owner farmers are ineflieieni This is perhaps 
because tenaiiey is prohibited in m.mv slates, 
besides its rclorms .arc neither loiiiiul.iled 
piopcrly nor arc they entorced ellcilisely 
|see, for esaniple, nalla and Pes.ii I'W?) 
Such uncertain .iiid inapproprt.iie l.md Ic.isc 
environment obviously c.iriiiot piiuidc the 
incentives for efficiency ot the sinallei 
larmcrs who arc tlic mam Icssc'es m icn.incy 
inurkei|Sharma l9d71.Thisrf.suliol |sisiiisc 
net impaeiofinequality inoperaiion.il land 
distnbiition may al.so he perhaps diieio largci 
lenani farmers having giealer access to new 
knowledge leading to positive scale eltcci 
more than outweighing the negamc impact 
ari.smg from their ineflleiency iii inaiweing 
larger labour foice 

The relative importance ol v.irioiis 
esplanatory factors is shown in eoliiinn 4 
I'l Table 3. This is obtained by the 

standard! scilregresMoncwiricientsignoring 

signs. Such cocfficicni.s arc given by b i X 
• yiandani devialion of explanatory \anabte 
Xi standard deviation of the dependent 
vanablc Y). They are uiiltsed because ol 
differences in the measurement of dillcri'iii 
variables (Snedecor and f’oi’hrane I'hiT) 
I'oliowing findings are highlighted 
One, between the price and non-pnee 
factor* it is the latter that is more important 
m inducing technical change in agncuUurc 


Thus, contrary to the official view non-pnee 
politics have greater role to play in achieving 
rapid technical change. 

Two, the single most impoitant determinant 
ot total factorprodueli viiy is the government 
expenditure on agricultural research, 
education and extension (GERI3) (see column 
4 in Table ^). Indeed, this variable alone 
explains as much as 87 per cent of the total 
variation accounted for by the estimated 
model. 

'nircc, the next nwst import ant determinant 
IS die turn ratio of distnbution ot operational 
lami (OPLE). Truly, it is even morcimportant 
Ilian the inequality in land ownership 
distribution. This sugge.sis that between the 
I wo I and reforms of tenancy. and land ceil ing 
and redisiribunon. il is the formi'r which 
must be prioritised [for similar conclusion 
sec Patiu and Desai 1 W|. Moreover, it also 
suggests that selective liberalisation of 
leiiancy vsouid be more healthy to remove 
lhcearlitrdisciisscddericiencicsorthelca.se 
market lor accelerating technical change 
Registration of nghts of tenants, protection 
Ironi cviciion at will, and minimum period 
ot lease may be legislated by the state. But 
other terms and conditions oi tenancy may 
be let! to the lessees and lessors although 
It might be de.sirable for the state to restrict 
their choice about the nature of rent m terms 
ol iixed rent or crop plus cost shaic. 

I'oiir, Rl.R IS the third most important 
l.ieior. while reducing the inequality in 
ownership of land (ONLE) is the next mo.si 
important determinant. The fornwr suggests 
the imponant role of rural caucaimn for 
promoting Icehnieal change though this 
should be in the nature of more functional 
piiiiessional literacy And the latter may be 
interpreted to suggest that existing land 
ceiling andrcdisinbuiiim policies yy-hich have 
not been .seriously implcmcnicd must be first 
pursued sigorously to enhance growth in 
total laclor productivity |for similar policy 
rccomnicndaiion of a national seminar, see 
rVs.n 1'W7) Radical ceiling on ownership 
ol land IS not suggc.sied because jiailable 
surplus land (both in aiiiouiil and quality' 
trom larger faTmets may not he sufficient 
to meet the demand ol those land fungry. 
Moressvei .sue ha ceding may lake'-ss ay land 
Iroiii iiii'diuiii si/e pea.saiilry who are more 
prosliicti s c and henic it may lead to egalitarian 
st.ignancy lalhci than gts'Wlh. 

f-ise. nevi policy priority seems to be lor 
imprs'ving slensity ol rural roads iRRDt 
lollowcd by improving markc’ing ..mi 
banking inlraslruclure density tMBlLfi. 

.Six, though mllueiKing relative pncc' 
(U'ltfT) lor .igriculiure is more imponant 
than cither P to N tertiliser ratio iPNRl or 
ihr share of can.il imgaicd land tClSl these 
iixoinput relatedclwnges may bepnorii.scd 
considering that the lorirwr as staled earlier, 
has adctnnK-ntal; mpact on technical change 


For improving canal imgaiion the earlier 
di.scussion needs no funher emphasis. But 
the improvement in P to N ratio may be 
promoted through more rationalised prices 
furthese I wo nutrients as wellasmore sharply 
focused rexeareh and extension services that 
emphasise both seed and resource-centred 
rather than only seed or onl y icso urce-centred 
new technologies [for some details on this 
see Desai and Namboodin 1997a; Desai 
1997], 

Wc now report marginal internal rate of 
return (IRR) on government expenditure on 
R and D (GERD). Estimation of this IRR 
lint requires knowing value of marginal 
product tVMP) of this expenditure. This is 
given by the elasticity of GERD multiplied 
by the mean of production attributed to this 
expenditure divided by the mean value of 
this investment. 

In other words. 

VMP of GERD = Coefficient for GERD x 

Mean value of agril prodn x Relative 
contn of TFP 

Mean if GERD 

This works out to Rs 1.09. i e. for every 
1 rupee ofadditional government expenditure 
on R and D the value of marginal agriculture 
product IS Rs 1.09. This is ju.vi nm one shot 
henefit. It results in a stream of benefit over 
a period of lure. Assuming that this benefit 
of investment -nadc in period i-i will start 
genetaimg a benefii after a lag of five years, 
this benefit w ill accrue at an increasing rate 
in next nine years, remain constant next 
another nine years anJ thcrrafier il will start 
declining. 

Considermg the time weight estimated by 
Evenson and Pray (1991) and rcporcd in 
Kumar and Rosegrant (1994), the investment 
ot one rupee in year i-i w ill generate benefit 
equal to O.I VMP in year I-i+b. 0.2 VMP 
in year 1-1+7.. soon, and it will be 0.9 VMP 
in year i-i+l4. After which the benefit will 
be equal to VMP up to t-i+23. Then the 
benefit for year t-i+24 onwards will be equal 
to 0.9 VMP and int-i+25 it will be0.8 VMP 
and so on. .Now considering the investment 
of rupee I in r.eroth year and discounting 
It together with this benefit stream at the rate 
'r' at which net present value becomes aero 
will give the marginal IRR. In our case this 
works out to 20.5 1 per cent. This is quite 
well comparable to the national parameter 
of both SOI lal discount rale of 8 to 12 per 
cent and investment rate of discount of 13 
to 20per cent. Incidentally.ihisreturn should 
not be interpreted a.s accruing to fanrwn nor 
many (privj«e)cntity investing magncultunl 
research and extension. 

Sl'MMING-Ur 

This paperdepartsfrom the earlicrlitentuit 
on technical change in agriculture in 
advocating three major conclusioiis. 



One, technical change U asuperior strategy 
compared to either extensive fanning or 
intensive agriculture as it, unlike the other 
twooptions, increases production at reduced 
unit-costs/prices in real terms which benefit 
the poor most. Moreover, it is agro- 
economtcally most sustainable. Though 
achieving technical change is complex, it 
could be organised by combining ^ role 
of agricultural research and extension with 
location-specific farmers own knowledge as 
this service alone explains as much as 86/ 
87 per cent of variation in total factor 
productivity in post-GR period.Thus, current 
under-investment of the governnsent in 
agricultural R and D* must be corrected on 
a priority basis. This would fetch handsome 
dividend as marginal return on such 
investment is over 20 per cent. 

Two, measurement of technical change 
based on a framework that allows this change 
to be (a)embodied in new inputs and services, 
(bl complementary, (c) ixin-neutral as well 
as neuti^ in its factor rewards, and (d) 
achieved under imperfect markets is superior. 

And three, thm is a need for policy 
paradigm shift from ‘techno-mechanical' 
approach revolving around price funda¬ 
mentalism as is now/input response function 
as was the case earlier to ‘behavioural’ 
approach in which central place is assigned 
to non-price factors of R and D and agri¬ 
cultural infrastructure, rural infrastructure, 
and land reforms.^ This follows from two 
findings. One of theseis that technical change 
is nK»t influenced by government expen- 
ditureonR and D,followed by liberal tenancy 
regulation, rural literacy, land redistribution 
through existing ceilings, rural roads, 
marketing and banking infrastructure, and 
balanced use of fertilisers combined with 
efficiently managed canal irrigaiton in that 
order of importance. And two. relative farm 
prices have deleterious ramifications to 
technical change process and as a result it 
has a secondary and neutral but not passive 
role. Such a role is even consistent with what 
is recommended by some past literature that 
has shown its impacts for poverty, aggregate 
agricultutal supply, industrial costs, govern- 
mem expenditure on agriculture, and econo¬ 
mic growth in general [see, for example, 
Dantwala 1967, 1970, 1986; Desai 1986; 
Mellor 1968,1976,1978; Rangarajan 1982; 
Mungekar 1992; Desai and Namboodiri 
1997b. 1997cl. 

Notes 

(The BiithcKs we grMefal for helpful oonMiicnls 
from C H HanumnDiha Rao and Dayanath Jha. 
But neiiher of them ti retponitblc for any eirois 
or for the views expieued.] 

I When this condUion is satisfied the output 
reipoiKe it larger than die turn of effects of 
ewA individual input uied tingly (lilnkawa 
1967). 


2 WMle labour coat is for agricuknre rather than 
crapa alone, feed for livealock if not conaidered 
at crop by-produett ore not included in the 
value of outpult. Some ilema of cotti like 
veterinary charges, feed for fidi, etc, ate not 
coniidcf^ due to non-availability of data. For 
dciailt on methodology of conitructing 
Toraquitt-Theil index ofTPP, ree Desai (1994). 

3 Fnfmentationoflaiidisalioaneligiblefactor 
fcrexplaining technical change. The largerihe 
number of fragments per holding/faim lower 
would be the growth In TPP. But it may alto 
lerhicc the risks and uncertainty in fatmiiif and 
thereby may induce this growth. Depending 
on which of these two Impacts is Isiger the 
aggregate impact on technical change could 
be>c<0. Although this could not be studied 
clue to non-avaiUbilily of required data, land 
consolidation must be accorded the highest 
prionty among all land lefurms. 

4 While ihesc sludies construct BTOT by 
contideriiig wholetale prices for prices received 
(P,) by farmers, Mungekar (1997) constructs 
BTOT based on farm hatvesl prices. But the 
results based on this latter study lenuin 
unaltered. Since the estimated model based on 
the former studies has belter statistical 
properties data from them are utilised. 

3 In 1992 landleu and land-owning marginal 
fanners (up to I ha), and smalt farmers (1.01 
to 2 ha) were, lespecuvely, 13.09 mn, 70.S7 
nrn and 13.62 mn, while the land otvned by 


large fmen (more than lOba) wan 16.23 mn 
ha [Sharma 1997). Even conaideriog 3(XtiO mn 
ha of land owned by medium fatmen (4 lo 
10 ha) the land avi^able for redistiibation 
would be i n adequ at e lince neither the former 
nor the latter category of fatmen could be 
made landless assuming that radical 
redistribution is socio-politically and 
administratively feasible. Moreover, these 
larger fwmen ire mainly in Kmi-wid and arid 
areas which have much less developed 
igriculnire. 

6 In early t990s this was 0.43 per cent of 
igiicullural GDP as agtinsi internationally 
recommended noim of 2 per cent (Pal Singh 
and Jha 1997). 

7 This is in addition to the policies for new fami 
inputs such as seeds, feitilisers, pesticides, 
iirigation, form impleinents and machinety. 
and electricity. 
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Farm Size and Productivity 

A New Look at the Old Debate 

Manabcndu Chattopadhyay 
Atanu Sengupta 

The authors’ study, using farm-level disaggregated data for 1989-90for West Bengal, suggests that the inverse 
relationship between farm size and productivity becomes stronger in the agriculturally developed regions of West 
Bengal compared to the relatively less developed regions. This is possibly due to the effects of green revolution 
on smaller sized farms. However, to arrive at a comprehensive view of the phenomenon discussed in this paper, 
more studies using disaggregated farm-level data for different states are required. 


I 

Introduction 

THERE seems to be a general acceptance 
among agricultural economists and others 
that the debate on the so-called ‘size and 
productivity relations in Indian agriculture' 
is settled and over with the publication of 
a paper by Rudra and Sen in this journal in 
1980 whm they argued that the apparently 
di vergent views expressed by the two authors 
is not really a case and that a common 
statement of position with respect to the 
controversy can be made. It is important to 
note that chronologically speaking, all the 
contributions on this subject were made 
before 1978 and there has been no publication 
to the knowledge of the present authors after 
1977. It is therefore reasonable to assume 
that the common statement of position on 
this issue made by Rudra and Sen were based 
on the results of various analysis carried out 
prior to 1978. 

It seems also rea.sonable to infer that while 
making the common statement of position 
Rudra and Sen took into account the results 
of various analysis using both aggregated as 
well as dtsaggregated farm management 
survey data. However. Sen himself in his 
1975 publication summarised the position 
as: “Pisrhaps the only clear finding is that 
the size-productivity inverse relation based 
on size-class average data is vindicated also 
by disaggregated interfarm data from 
different villages in the same region con¬ 
sidered together. But the picture is less clear 
for data within a village [Sen I97SJ. One 
may suspect that his conclusion regarding 
the picture within a village was influenced 
by the findings of the study undertaken by 
Bhattacharya and Saini in 1972. 

Bhattacharya and Saini (1972) used 
disaggregated farm management survey data 
for individual famu, separately for each 
sample village, and applied statistical tests 
for examining the relation between farm size 
and gross value of output per acre. They 
considered two districts, namely, 
MuzaBarnagar in UP and Ferozepore in 
Punjab, and observed that the negative 


correlation between farm size and 
productivity was clear for Muzaffarnagar 
and that such cxrrrelation was observed within 
most of the sample villages and could not 
have been arisen due to the aggregation over 
villages. The picture however was not at all 
clear for the region Ferozepore. 

There does not seem to have been any 
other study carried out by Sen himself or any 
other researcher using disaggregated data 
where the results for the village-level data 
are more conclusive than what was obtained 
by Bhattacharya and Saini. One. therefore I 
wonders as to what could possibly be the 
basis for Sen to change his position from 
what he concluded in 1975. It is also 
somewhat perplexing to note that Rudra and 
Sen in their 1980 paper referred again and 
again to a paper by Chattopadhyay and Rudra 
(1976). But, it should be noted that 
Chattopadhyay and Rudra's paper considers 
only aggregated data. 

above summarisation of the present 
position with regard to the size-productivity 
controversy suggests that while one may 
perhaps take a stand with respect to the 
rclationshipat the aggregate level, the position 
is not at all clear when one considers 
disaggregated data. There should be perhaps 
many more evidences based on village-level 
analysis similar to what has been done by 
Bhattacharya and Saini (I972), before one 
could conclude that the debate is really over. 
The present paper is an attempt to provide 

some evidences in this regard. 

» 

II 

Data and Methodology 

The data which we have used in this 
exercise were collected by the ministry of 
agriculture, government of India through the 
‘Comprehensive Scheme for Studying Cost 
of Cultivation' (CSSCC). The data were 
collected for every year beginning in I97I 
from various parts of India. We have used 
in this study farm-level disaggregated data 
pertaining to the year 1989-90 for West 
Bengal only. 

For the purpose of collecting CSSCC data 
in West Ben^, the entire state was divided 


into six agro-climatic zones based on 
cultivation practices, type of soil, irrigation 
facilities and rainfall.' Considenng the 
information regarding total cropped are.) 
under aus paildy, aman paddy, boro paddy, 
jute, potato and wheat, zonal allocation ot 
sixty blocks was made. 

C^ce the number of blocks was allocated 
in each zone, it had been sampled with 
probability proportional to cultivated area in 
each block by random mechanism. The 
cumulative .-.urn method was applied in 
selecting 60 blocks as the first stage unit. 
One nucleus 'mouza' (tchsil/village) was 
then selected from each selected block as the 
second stage sampling unit by the same 
procedure. Considering the numbers ol 
'mouzas' in selected blocks along with the 
total area of the ‘mouza’, 60 nucleus ‘mouzas' 
were selected from the 60 blocks. 

As to the selection of household as un 
ultimate unit of enquiry, all the households 
as welt as total operated area in caih 
household lor each .selected ‘mouza' under 
each block were recorded.Landles. 
cultivators were excluded from the sampliny 
programme. 

The recorded households against eni.h 
selected ‘mouza' were categorised into five 
size-clas.ses of operational holdings. From 
each size-class two samples were taken b\ 
random procedure.' In this way all 6dti 
farmers were selected. 

It may be noted that ducto non-availabilii> 
of data un some minor crops such as whcai. 
jute aixl potato, we have cuiK'enuotcd in ilu' 
analysis the size-productivity relation of the 
major crop paddy of all varieties cultivatcil 
by the formers of 600 selected houschoKb 
ITnis, we have examined theonly relationslur 
throughout the paper, viz. between farm m/c 
( net cultivated area denoted by A) and valui' 
of output per hectare of paddy (V/A). 'ITif 
analysis tm been carried out on exactly ih‘ 
same I ine as those carried out by Bhattachar > .i 
and Saini (1975). Thus, we have fitted bmh 
linear and log-linear relationships showmi.' 
V/A against A. separately for the hokliiiit" 
within each sample village (i c, tchsili 
Denoting the regression by y and ihr 


A-172 


Economic and Political Weekly December 27. I'^^ 



regreswr X, we ntted least iquares legieujon 
ofthefonny*x I bx for each village, computed 

the conelalion coefTictem r. and applj^ the 
t-teit for the null hypothesis of zero 
conelalion (or regression coefficient)/ 

We supplemented the regression analysis 
by computing Kendall's rank correlation 
coefficient (tau) between V/A and A. 
separately for each sample village i e, 
tehsil (Table I). We iimlertouk the overall 
Chi-square tests applied for combining 
the villagewtse tests in Table 1 fw the dif¬ 
ferent zones. A similar procedure was 
applied for combining the tests based on 
tau (Table 2). 

In order to investigate the effects of 
aggregation over villages which was 
specifically pointed out by Rudra (I96K a,h) 
inexplaining spurious statistical relaiioaship 
involved in the aggregate farm management 
data, Bhattacharya and Sami (1972) applied 
standard analysis of homogeneity of the 
villagewise regression lines for each region. 
This means they examined whether or nut 
the size-pnxkiciivity relatioii.ships for the 
different villages could be spcriticd by a 
.simple relation y = a -f bx Standard analysis 
of covariance procedure was applied to test 
the suitability of this model.' 

Bhattacharya and Saini considered this 
covariance test to be more realistic for the 
teason that the tests invol ve subtle a.s.sumpiion 
that the deviations of individual farm 
observations from the true linear regressions 
have the same variance for each sample 
village. Use of lugortihms ot V/A in this 
context seems to be more appropriate than 
for the original values. We may now turn 
to the results of our analysis. 

Ill 

Results 

Tabic I presents the results relating to the 
within village relationship between form size 
A and productivity V/A. The table shows 
that most of the village-level i-values both 
for linear and log-linear relationships arc 
negative but nan-significani as the sample 
sizes are very small. Thus tmt of 60 tillages, 
signifkam negative relation is valid for nine 
villages only in the sense 1 h;rt Nnli the linear 

and log-linear rclationsgive significant re.suli. 
Villagewise rank correlation tests also give 
the same verdtci. Bhallaeharya and Sami 
also got the similar results. 

Now in order to lake an overall view for 
each zone, as discussed earlier, the overall 
Chi-square tests have been used for com¬ 
bining (he villagewise tests of significance 
applied in Table I for the difl'crent zones of 
Wett Bengal (Table 2). TaWc 2 shows that 
the negative corretatinn between farm size 
and productivity is clear for three /ones out 
of six (i e. Zones III, IV and V) in the sense 
•bat such correlation is tihserved within most 
ot the sample villages and could mtt have 


Table I: SiONncANCB orljNeAX t^Loo-LacAs REOusstoraaFCaoss VAuacvOimiyPB 
Hectabe op Qumo Abba V/A on Nbt CiOffS> Abba A 




Linear RcBiBMioD 

Loc-Lineir ReBimicn 

Baqk 

Tehsil No of 
No Sample 
Farmen 
(1) (2) 

Slope 

1 (b) 

(3) 

Cbnclalioii 

Coeflicieiit 

(r) 

(4) 

t 

<df b-2) 

(5) 

Slope 

(b) 

(6) 

Cocrelation 

Coefficiem 

it) 

(7) 

t 

(df b-2> 

(8) 

Cnactaakni 

roftlirilM 

f 

an 

(«) Zofle-I 

1 10 

-319.37 

-0863 

-4 823* 

-.096 

-0.810 

-3.9077* 

-0782* 


9 

-324.49 

-0.405 

-1.4410 

-0.079 

-0.383 

-1.0835 

-OJ33 


10 

21.29 

0.202 

0.1154 

-0.035 

-0.276 

-0.8396 

0156 

4 

10 

-3.93 

-0.678 

-0.1940 

-0.007 

-0269 

-0.7824 

-0.067 

5 

9 

-343.85 

-0.326 

-0.9132 

-0.108 

-0.306 

-0.8627 

-OJ33 

6 

10 

46.02 

0.103 

0.2886 

0.036 

0.178 

0J064 

00422 

7 

10 

-27.22 

-0.123 

-0.3362 

-0.004 

-0.071 

-0.1953 

-0136 

AU 

6K 

-164.44 

-0.202 

-1.6795 

-0.048 

-0.183 

-1.5089 

-0138 

(hi Zune-ll 

X 10 

-594.89 

-0.691 

-2.5713* 

-0.3086 

-0.891 

-5.5683* 

-0.6007 

9 

10 

100.29 

0.238 

0.7075 

0.0549 

0 396 

1.2538 

0289 

10 

10 

-97.13 

-0.409 

-1.2632 

-0 02824 

-0.375 

-1.1546 

-0.378 

n 

10 

242.28 

0.I6I 

0.4811 

.0402 

0.167 

0.4844 

0.022 

12 

10 

-442.41 

-0.692 

-2.7286* 

-.0584 

-0.57 

-1.9735 

-0.494 

U 

10 

59.28 

0.039 

0.1012 

-0.0103 

-0.421 

-0.1182 

0200 

14 

!0 

-156 

-0.062 

-0.1663 

-0.0234 

0.096 

0.2946 

OJIi 

I.S 

10 

-186 37 

-0538 

-1.8229 

- 0.0235 

-0.438 

-1.3982 

-0380 

All 

80 

-378.23 

-0.275 

-2.5208* 

-0.0.5-14 

-0.175 

-1-3715 

-0.144 

(c) Zone-Ill 
16 10 

178.24 

0.071 

0J2008 

.1216 

0.356 

10892 

0184 

17 

10 - 

-1.575 

-0.502 

-1.6133 

-0.1362 

-0.486 

-1.5833 

-0444 

IS 

9 

-247.33 

-0.304 

-0.8411 

-(.089 

-0.352 

-0.9116 

-OXW 

IV 

10 - 

1173.2 

0.408 

-1.2628 

-0II46 

-0.546 

-I.B4S0 

-0244 

20 

10 

-348.77 

-0.786 

-3.6955' 

-0.445 

-0.851 

-4 6485* 

-0.689* 

21 

10 

-779.34 

-0.750 

-3.2069* 

-0.0613 

-0.798 

-3.7479* 

-0.117 

22 

10 

-143 89 

-0.148 

-0.42484 

-0.0141 

-0.654 

-0.0649 

0086 

2S 

10 

728.27 

0.402 

1.2435 

0.07430 

0.268 

0.7874 

0200 

24 

10 - 

1176.7 

-0.597 

-2.0654 

-0.1585 

-0.677 

-2A3I9* 

-0378 

AU 

89 

-46.72 

-0.017 

0 1573 

0.n075 

0.020 

0.1877 

0029 

(d) Zooc-IV 
2.^ 10 

-116.35 

-0.141 

-0.4054 

-0.0044 

0.031 

0.9401 

0182 

26 

10 

-340.99 

-0,372 

-1.132: 

-0.01*0 

-0172 

-a49973 

-0199 

27 

10 

-392.62 

-0.670 

-2.5SSO* 

--0.0862 

-t'.706 

-3.8138* 

-0498 

2S 

10 

-253.34 

-0.583 

-2.0307 

-O.ULZl 

-0.583 

-20112* 

-0.414 

29 

10 

-129.20 

-0.112 

-0.2981 

-0.0573 

-0.161 

-0.4453 

-0215 

30 

10 

1.56 

0043 

0.0127 

-0.00074 

-0.013 

-0.0182 

-bill 

31 

10 

-163.64 

-0.262 

-0.7478 

-0.0308 

-0.474 

-1.4935 

~L.I98 

32 

10 - 

1511 9 

-0.581 

-1.9666 

-0 2076 

-0622 

-2.2064 

-0.489 

33 

10 

-131.40 

-0.264 

-0.7474 

-0.0254 

-0.331 

-I.01SI 

-0.111 

AU 

90 

-228 22 

-0,165 

-1,5674 

-0.0464 

-0.145 

-1.3727 

-0.088 

(e) Zooe-V 
.34 10 

69.27 

0262 

0.7636 

0.0130 

0.117 

0.3331 

0511 

3.S 

to 

438 48 

0 361 

1.0893 

0.0562 

0.190 

0.533 

0289 

36 

10 

-397.3 

-0.976 

-I5A4' 

-0.49 

-0.744 

33439* 

0782* 

17 

10 

-109 79 

-0.533 

-1.781 

-0.0128 

0.443 

-1J987 

-0378 

'is 

10 

175 05 

-0 301 

-0.8718 

-0.260 

-0.198 

-0.1983 

-OIK 

39 

to 

-158 65 

-0455 

-1,4442 

-0.256 

-0.485 

-1J673 

-0/418 

40 

10 

-282.27 

-0.728 

-3.0261* 

-0.0791 

0.730 

-9.0190* 

-0719* 

41 

10 

791 45 

05.37 

1 7976 

1.88.54 

0.571 

1.96S9 

0360 

42 

10 

-364.16 

0.686 

-2 6279* 

-0.08283 

-0.923 

-6.3952* 

-0133 

4.1 

10 

-585.10 

-0.685 

-2.6648* 

0.1240 

-0.852 

-4.6401* 

-0223 

44 

10 - 

1644.3 

-0.748 

-.12591* 

-II.2275 

-0.904 

-5.8457* 

-0556 

4S 

It) 

-772 01 

-0.945 

-10 504* 

-0 1970 

-0.962 

-0.6841* 

-0823* 

AU 

120 

-137.66 

-0.094 

-1 0270 

-0 4004 

-0.088 

-0.9543 

0.075 

(0 Z«oe-VI 
46 to 

382 68 

0441 

1 .3972 

0 0672 

0441 

IJ6B3 

0244 

47 

10 

-267.85 

-0.312 

-0.9281 

-0.0248 

-0.273 

-07802 

-0225 

48 

10 - 

1265.2 

-0.253 

-0,7216 

-0.0751 

-0ai2 

-06046 

-0X03 

49 

10 

-187 12 

-0,634 

-2 3119 

-0.0263 

-0.732 

-3.0084* 

-0233 

^0 

10 

-470.82 

-0426 

-1 3159 

-0.0887 

-0.581 

-2X045 

-0209 


10 

39175 

0.366 

1 tll2 

0.0787 

0.438 

tJ786 

02U 

*52 

10 

-237.06 

-0.287 

-0.8585 

-0.0207 

-0.162 

-04447 

-am 

51 

10 

-18.59 

-0.024 

-00675 

-0.0103 

-0.088 

-02496 

-am 

S4 

to 

-235-57 

-0.377 

1515 

-0.0335 

-0.249 

-1.6258 


55 

10 

152.40 

0.122 

0 .3479 

-0 0160 

-0079 

-0(22*1 

oon 

56 

10 

38-37 

0148 

0 4036 

-0.0053 

-0.085 

-02483 

0888 

57 

10 

.313.90 

0.319 

0 9454 

0,039 

0.419 

12880 

am 

5H 

10 

-156.44 

-a390 

-1,1790 

-0.016 

-0.508 
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59 

10 

4161 

Olil 
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0.0218 

0232 

06872 


60 

10 
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0.023 

0.0474 

0.0015 

O.lll 

Xtt23 
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1.40 
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been arisen due lo the aggregation over 
villages. Of the remaining zones .the negative 
relation is less clear for two zones (Zones 
I and II) and the relationship does not 
deflnilely exist for Zone VI. 

The implications of our results are that the 
negative relation between farm size and 
productivity is a conflimed phenomenon in 
the so-called agnculturally developed regions 
of West Bengal (eg, alluvial zones). It lends 
rather questionable support or no support in 
the less developed regions of the stale (e g. 
Hill and Red Laterite zones). Thus, our 
findings suggest that the small farmers in 
the agriculturally foeiicr-endowed regions 
are relatively more efficient compared to 
the larger ones. Perhaps this has btren pos¬ 
sible due to the improvement of small 
farms through assured irrigation water round 
the year during the post-green revolution 
period.* 

We may now examine the effects of 
aggregation over villages on the basis of the 
results presented above. For this purpose we 
may take a close look at the figures denoting 
average within villagecotrelationcoefficients 
in Table 3. There are some significant 


differences in the magnitude of correlation 
between the avenge within village correla¬ 
tion and the coireltfion coefficients with 
associated t-values in all-village rows in 
Table I. In fact, average correlation figures 
are numerically larger and statistically clearer 
in several cases (e g, Zones III, IV and V). 
Such results indicate the insensitive 
character of the tests based on the all-village 
analysis. 

lnTablc4. we present the lesullsof analysis 
of covariance tests of homogeneity of the 
villagewise rcgres.sion lines for each zone 
to examine the effects of aggregation over 
villages. It is seen that in most cases the 
hypothesis of equality of slopes (b's) is 
accepted while that of homogeneity of 
villagewise regressions (i e, equality of both 
u's and b’s) is rejected. More or less similar 
results were obtained by Bhattacharya and 
Saint (1972). 

Thus, our results suggest that relationship 
between size and productivity is more or less 
uniform across the villages. Village-specific 
factors such as soil-fertility, irrigation 
facilities, etc, tend to alter the magnitude of 
this effect. If one uses aggregated data lo 


Taiu 2: V*n:bS ciF “ -2X Loti^ f Ft* CoMPirnNo Villaoewise Tests or Siomucance • 
ArruED IN Tabi.es I and 2 


21one 

df 

The 1-Tests of Significance 

The Tests on r 



(Regiessioo of V/A on A) 

(V/A and A) 



Litteur 

Log*Linear 


(1) 

(2) 

<3) 

(4) 

(5) 

1 

14 

28.57* 

25.35 

33.29 

II 

16 

34.56* 

24.41 

24.73 

III 

18 

47.I2‘ 

49.76* 

61.70* 

IV 

18 

33.18* 

38.23* 

44 44* 

V 

24 

70.95* 

80.12* 

95.14* 

VI 

30 

46.55 

46.07 

39.08 


Nuie: * denotes significance at iwo-sided .S per cent level: $ at I per cent level. 


study such relationship, he has to conside 
an intercept dummy as a shift parameter u 
capture such Intra-village differencei 
Otherwise, the conclusions drawn fron 
such data will be ambiguous. Most of tin 
earlier studies based on aggregated fare 
management data and used regressioi 
analysis suffer from such limitations. 

rv 

Concluding Observations 

We may conclude by reiterating that thi 
study done by Bhattacharya and Saini dii 
not rule out the existence of inversi 
relationship between farm size am 
productivity. The present study vindicate. 
Ibeirconclusions and in fact, provides stronj 
support to it. Interestingly, our smdy suggest: 
that the inverse relation between farm sizi 
and productivity becomes stronger in ih< 
agriculturally developed regions of Wes 
Bengal compared lo the relatively les; 
developed regions. This is possibly due tt 
the effect s of green revolution on the smaller 
sized farms. However, some more studic. 


Table 3: Averaoes of WrouN-ViLLAOE 
Correlation and Rank Correlation 
C of.FFICIENt 


Zone 

Average Correlation Average Run' 
Coefficient between Correlation 


V/A and A 

log (V/A) 

Coerficien( 



and log (A) 

between 




V/A and A 

(1) 

(2) 

(3) 

(4) 

1 

-•0.118 

-0.276 

-0.210 

II 

-0 230 

-0.245 

-0.126 

III 

-0.161 

-0.251 

-0 140 

IV 

-0.323 

-0 348 

-0.336 

V 

-0.233 

-0.231 

-0 279 

VI 

-0.019 

-0.060 

-0 082 


Table 4: Analysis of Covariance for Testing Homogeneity of Slofes and iNTERCEm of tie Linear and Log-Linear REORESsiaM of Productivity on 

Farm Size/Net Ouwted Area for Uwerent Tehsili (Villaoes) 


Zone 


No of 



Residual ts for Models 

F for Teslitu 


Tehsils 

Holdings 

Total IS 

Ti, = 


y„ = a -F b X, 

H;(a,*aj ■ ... 

» \) • a^; 








b, » b, * ... = »^) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 





(a) regreuions V/A « a •«■ b A 




1 

7 

68 

5637 X 10* 

1717 X 10 

1783 X 10’ 

5406 X 10* 

0.33 

9.67’ 

0 

8 

80 

3233 X 10* 

714 X Id** 

754 X 10’ 

2990 X 10* 

0.31 

14.57’ 

lU 

9 

89 

5398 X 10* 

1646 X 10* 

1797 X 10* 

53% X (O’ 

0.81 

lO.ll’ 

K 

9 

90 

3732 X 10* 

533 X 10* 

685 X 10* 

3631 X lO’ 

1.89 

26.16’ 

V 

12 

120 

6073 X 10* 

342 X \<f 

804 X 10' 

6020 X 10* 

11.79’ 

72.45’ 

VI 

15 

1.50 

3614 X 10* 

717 X lO' 

843 X 10' 

3606 X 10' 

1.53 

17.27* 





(b) legiesaioni log(V/A}a a -f b log<A) 




1 

7 

68 

3.699 

.8763 

1.9600 

3.3765 

0.86 

13.87* 

n 

8 

80 

9.070 

1.9494 

2.3109 

8.79J 

1.70 

16.05’ 

ni 

9 

89 

10.401 

2.9475 

4.4180 

10.397 

4.43’ 

11.22’ 

IV 

9 

90 

3 6684 

1.1988 

1.3237 

S..5495 

0.94 

16.33’ 

V 

12 

120 

20.016 

3.4592 

6.0679 

19.8620 

6.58’ 

20.69’ 

VI 

15 

150 

6.8350 

1.4476 

2.1.587 

6.8190 

4.21’ 

15.90’ 

Nous: 

l>egites of Freedom are (k - 

1) and (n - 

2k) for P's in coRS) and 2(k - 1 ) and (n - 

2k> for those in col(9). 



* denotes significaoce at two-tided S per ccM level: $ « I per ceM level. 
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using disaggregated farm-level data for 
various states ttf India should be carried out 
to take a comprehensive view of the 
phenomenon discussed here 


Notes 

(The authors on: grateful to Ruhin Mukherjee 
for cununents and suggeslums un an earlier 
draft of this paper However, ilic usual tliselaiiner 
applies.) 

1 The whole state of West Kengul has been 
classified into SIS /ones. vi/. ii) HilI.ditTcrai. 
(iii)Old Alluvial. I iviNew Alluvial. (VI Coastal 
Saline, and (vi) Red Latenle The dutncls/ 
blocks which belong to (m). (iv) and (v) ore 
tegaeded as ptospcious rones of West Bengal 
in terms of soil fertility, imgalion facilities and 
other facton 

2 If the number nf households in Ihe selected 
'mouzAs' is less than 2un , ihcn a .second 
'mouza’adjacent to iheimcleu.s Tnnuza' within 
a radius of five kilomelies from Ihe nucleus 
‘mouza’ was taken and total number of 
households in each 'mou/j' or duster of 
'mouzns' were noted 

3 Following five size-classes were fanned.on Ihc 
basts of the total operated area (in heetaie) 
under each cultivator', (i) Less than I (X) heel, 
(ii) 1.00-2.00. (tii) 2.00-4 00. (iv) 4(X)-f>(n. 
and (V) 6.(X1 hect and obove. 

4 See Bhallocharya and Sami (1972) For an 
extensive discussion of the point regarding the 
tnelhodology of studying stze-produclivily 
rclanonshipunthc hosts of disaggmgaied fann- 
kvcl data 

5 Setmer diagrams showing V/A agninsi A on 
nritlmieue and also on double-log scale for the 
60 sample villages (lehsilsl ladicule that a's 
ate diffeRM for dilTcrenl villages but the b's 
atceonsiant Hence the model y=a-shs where 
y and x denote V/A and A. rcspeciively. used 
m this excicisc . seems to he realistic 

6 We agree with the conclusion ot Mallik (1994) 
about the viability of small farms in the imgaicd 
villages of Punjab. 
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Production Benefits from Large-Scale 
Canal Irrigation 

B I> Dhawan 

This pupei aims id (Ifmonstrale Iiom Naiionul Accounts Statistics compiled hv the CSO can be lapped by 
researchers to obtain nationwide into costs and relunis aspects of irrii^atioii activity, especially public 

canal irrigation. Two noteworthy resetiirh results are: (I) income benefits from canal waters prima facie were 
more than the supply mst oj .such wot/ is ihrounhoHt the pci tod to 1992-93 and (2) the supply cost of 

canal irripatinn tended to rise nun h pisier than the income ttenefits. probahls because hidden costs of corruption 
and sheer inefficiencies in laniil devi lopnient and iidniinisiralion soared in the above period of peneral erosion 
in ethics and public accoiintabilitv. 


THIS follows upon Ihciiiilhor s rcu'iil p.ijioi 
[Dhawan 1^071 on the costs ol supplyuj; 
large-scale canal irrigation, to nurl, a stop 
towards resolving wlwthorbcitclitsaccvuint 
to the nation from canal irrigjiion aic 
conimcnsuraie with the high com ol 
developing.suchiirigalion I'orlliclmicnciiig. 
the benetlls are being assesscti in gross 
prcrduction terms 'lliat is to sa\. wc ate 
measunng the monetary value ot addition.il 
crop output resulting Irtini briiig:ing one 
hectare of crop area under piihln. can.il 
irrigation. Once we firml) measure tins 
benefit tn net output terms i net ol iiicreiiiettial 
costs ol canal-imgalcd I'anumg), wc can 
saii.sfactnnly tackle the i|uesiion raised 
earlier. Some very icntntivc csiinialev in this 
regaixl arc indicated towards the end nt'ihis 
paper so as to addre.ss iln.s i|ucsiiiiti 

The central concern ol our enquiry is to 
obtain national estimates ol crop puHluction 
augmentation per caiial-imgatcd lici larc lor 
the period l^SO-KI to ld‘).2-d,1, lor winch 
wehavc already obiaincdcsiiiiijicsoi supply 
cost of canal irrtgaltoii. Wc again lake 
iccoursc to Nalionnl Arronnls .'ihiiisiii s 
(NAS), wherein monel ary valtieol jggiegalc 
production of crop sector is reported in cur¬ 
rent as well os at 1980-HI pnccs How tins 
data set can be tapped to extract icliahic 
estimates of output benefits pei irrigated 
hccian: as well as per canal-nngatcd licciatc 
IS explained in the melhtHlology p.iri ol 
ihi.s paper. For achieving ihc ccniral objec¬ 
tive of this paper wc have to measure lirst 
overall crop yield on irng.itcd a,s well as 
unirrigaled areas for the period IdSO-SI to 
1992-9.1. This nicjisurcmcni is aicoinpli.shcd 
by decomposing overall crop yield K'r the 
entire agriculture sector for each year id tins 
period into its irngaied and uiurrigaied 
components. 

MfTHoixn iK.s 

First, a clarifkation ahtiui the disiiiu iion 
lictwcen 'yield' and 'land’ pnxhuii'ny. 
which are sometimes used micr-changcablv 


iniliisp.iivr, would be in order In Ihc In-Jian 
context, yield telers to crop output divided 
by crop area. Thus, overall irrigated yield 
rcici s 1 o aggregate crop output I roin i rri gated 
■ircas diviucd by gross irrigated .area. This 
will ir.iiisloim lo land productivity under 
iirigaicd area if we replace gross by net 
itrigalcd area. 

A major assumption made in ihis paper 
IS ih.ii njiiiinal average of overall imgutcd 
vieUI IS jgood proximate me i.sureol impaleu 
yield lor ihe enure canal network in India. 
'1 he basts tor this a.ssumption is the earlier 
work ot the auihoi, namely Ir'ipatinn tn 
liiiiui's Apiuiilninil Development (19H'*). 
wlieie land piodiiciiviiy was estimated by 
source ol irrigation lor nine slates through 
iross-sceiional regression method. Ix’avi.ij 
tistde the e.ise ol Maharashir.i (lor which 
regicssuin results weie unsalislactory 
bec.iuse soureewise .si.itislics oi imgateu 
arc.i ji district level in ihis stale arc dis- 
liriLaishcd in Icrnis ot two broad caiegones 
oiitv VIZ. surface .ind groundwaler irriga¬ 
tion 1 the regression results for the remaining 
eight Slates ol I’uniah, Haryana. Andhra 
Pr.idesh, Tamil Nadu, lilt.ir Pradc.sh, Bihar. 
Kainal.ika and Madhya Pradesh were 
nieaninglulls good The st.indard criors ot 
land productivity under canal irrigation were 
quite low m the ca.se of Punjab, H.iryana 
Andhra Pradesh, famil Nadu, Bihar and 
Madliva '■’radesh ii'<dc Table AI oi 
Appeiuhvi. Bui the same w-a,s not true Ivir 
Htiai Piadesh and K.irn.naka Slati.slically. 
the trucestnnate lies tii-bciwecn plu.s/niinu,s 
two standard deviation 

■Pie magnitude ot lanil produin vitv under 
canal imgalion for the sec'ond half ol the 
|07tts. expiesscd iti Foodgi.on i nergv 
l-.qviisalen's tl bCSi. r.ingcd between a low 
ot I 9 itnis jH’i net heci.ire Iv'r Bihar and a 
Inch of 1 ^ tiuis'h.i loi K.iinaiaka. The 
weighted .ivei.igc ioriheeight slates' woiks 
out to 1 ^ lons/ha This i videnee 'ndicaies 
that land piiKliietivitv under canals cun he 
deemed to bo nme-tcnilis of overall land 


productivity under all irrigation taken 
together. Land productivity under canal 
irrigation can be written as a product of 

(1 ) overall imgaied yield under canals and 

(2) ratio of gross lo net irrigated area, i e, 
intensity of irrigation. When intensity of 
'mgation between canals and all irrigation 
..ourccsiakentogeihcrisdcer.icdlobecqual,^ 
one can say equ-lity of land productivity 
belwcen canals and all imgalion sources 
implies equality of overall imgated yield 
unde canal.s with aggregate irrigated yield 
under all sources of imgaiiort In >’icw of 
this we have assumed in this paper that 
ovcr.all yieitl under canal irrigat'on is nine- 
tenths of O' .-rail imgated yield 

1 . may he poin'cd out that this nine-tenths 
cqui valence proposition berweer. canal- 
imgatcd and overall irrigated yields is valid 
at the aggregate o national level, and may 
not holdnt individual state level. Among our 
set of eight states, it is not true for any 
■State, In the case of Punjab, Hary vna and 
Tamil Nadu, this yield differential is 
against canals, that is. canal-imgateJ yields 
are lower than overall vmgaicd yields - by 
37 per cem in Haryana, by 34 per ecm in 
Tamil Nadu, and by 28 pci cent in l^injab. 
But the yield ditfcrenlial is in tavour of 
canal imgation m Madhva Pradesh (-si 7 per 
cent). In Litt.ir Pradesh, Bihar and Andhra 
Pradesh there is no noteworthy yield 
differential.' 

Having argued the nine-ienihs equivalence 
rirnpo.sii ion. let me indicate how the estimates 
of overall imgated yield have been figured 
out from NAS estimates of total crop output 
which not only covers cereals, pulsea. 
oilseeds, sugars, fihre.%. fruits and vegetablci. 
but also drug.s and narcotics, conjimenu amt 
spices, indigo and tanning materials rubber, 
etc. N<> less importantly, by-products of 
these crops are also duly included in crop 
output Dividing the NAS crop output by 
corresponding gros.s cropped area, we get 
esf males of overall crop yield (Y) which cun 
be w ritten os a weight^ average of ovcfuB 



irrigated (Y') and overall rai nfed/uniriigaied 
yield (Y”) as follows; 

Y = w, Y* + w, Y‘ ...(1) 

where; w^ + w, = I; 
w, is proportion of unirrigated area: 
w, is proportion of irrigated area (i e, 
irription ratio based on gross irripted 
and gross cropped areas). 

We have here one equation but two unktxiwns 
to be determined, i e, Y' and Y. If we can 
postulate another relation between the two 
unknowns, we can determi ne two unknowns 
from two equations. It is proposed to postulate 
irrigated yield as a simple multiple of 
unimgatcd yield as follows; 

Y' = m Y" ...(2) 

where'm' is a positive number greater than 
one. From relations (1) and (2) we can 
derive: 

Y" = Y [w„ + w, m]-' ...(3) 

It can be shown that [w^ -t- w,m] is greater 
than one. Having measu^ Y" from relation 
(3), we use relation (2) to mcasureY'. Given 
the values of Y' and Y°, cxitput impact of one 
hectare of canal-irripted area is given by 
the following difference.'* 

Output Impact » 0.9Y' - Y" ...(4) 

Two unknowns (Y*. Y“) are to be 
determined for each year provided we fix 
values for three parameters, namely. w„, w,, 
and m for each year. How their parametric 
values have been fixed for 1980-Kl to 
1992-93 is explained in part B of the 
Appendix Note. 

Yield Gaik Due to Irrigation 

Value of gross output of crop sector rose 
between 1980-81 and 1992-93 in current as 
well as at constant prices. In per cent terms, 
this rise amounted to 2S7 per cent in this 
period, but in real terms it was far less (39 
percent) because the price level for all crops 
taken togetbo' shot up by 1S6* per cent in 
the same period. Bulk of the real growth in 
crop sector came from forces enhancing crop 
productivity (combined effect of pure yield 
increase and improvement in crop-mix in 
favour of more valued crops) because gross 
crop area increased by mere 7 per cent in 
die above period. Statistics of crop output 
and gross crop area for the period under 
reference are listed in Table I. The statistics 
of implied crop yield (Y) are also shown in 
the last two columns of the same table, one 
at current prices and the other at 1980-81 
prices. 

In real terms, the overall crop yield 
improved from Rs 2,681 perhectarein 1980- 
81 loRs3A77 in l992-93.Thisimprovement 
of the order of 30 per cent over a time span 
of 13 years witnessed one jump of 12.6 per 
cent in 1988-89. Though 1988-89 was a 
good ninfall year and it followed a drought 
yeff of 1987-88, yet the spurt in overall 


crop yield is not one of recovery from a 
deprnsed level a year before. Fbr, the over¬ 
all crop yield in 1987-88, viz, Rs 2.901Aia 
at 1980-81 prices was marginally below 
the level in the preceding three years 
(vide Table 1). 


Utilising the relations (2) and (3). we offer 
in Table 2 the indirect estimates of aggr^ale 
irrigated and unirrigated yields for India as 
a whole, as also their yield difference or 
differential for each year of the period under 
study. In real terms, the yield differential due 


Table I: All-India Value of Gross CaorOinruT, Gross Crnr Area and Overall Cxor Yield, 

1980-81 TO 1992-93 


Year 

Crop Output (Rs million) 

Gross Crop 
Area (million 
hectares) 

Overall Crop Yield (Rs/ha) 

At Cuneiit 
Prices 

At 1980-81 
Prices 

At 1980-81 
Prices 

AtCunent 

Prices 

1980-81 

462.780 

462.780 

172.6 

2681 

2681 

1981-82 

508,800 

488.720 

176.8 

2764 

2878 

1982-83 

525.750 

479.990 

172.8 

2778 

3043 

1983-84 

633J50 

527300 

179.6 

2936 

3528 

1984-85 

654,430 

.524.210 

176.3 

2973 

.3712 

1985-86 

693.680 

522.080 

178.6 

2925 

3884 

1986-87 

729.900 

511.750 

176.4 

2901 

4138 

1987-88 

809J20 

505350 

170.7 

2962 

4741 

1988-89 

1007.740 

604,460 

181.3 

3334 

5525 

1989-90 

1084,410 

609310 

182.3 

3342 

5948 

1990-91 

1286,570 

633.830 

185.9 

3410 

6921 

1991-92 

1498,810 

617.470 

181.1 

3410 

8276 

1992-93 

1653.950 

645,060 

18.5.5 

3477 

8916 



Table 2: 

AaORBCATE laaiQATEO YtELO, UnIRUOATBD YtfcLO AND 
Their Difference, 1980-81 tu 1992-93 


Year 

1 

Yield 01 Current Prices (Rs/ha) 

Yield at 1980-81 Prices (Rs/ha) 

Irrigated 

2 

Unirrigated 

3 

Difference 

4 

Imgated 

5 

Unirrigoted 

6 

Difference 

7 

1980-81 

4487 

1951 

2563 

4487 

1951 

2536 

1981-82 

4803 

2008 

2795 

4612 

2005 

2607 

1982-83 

.5030 

2187 

2843 

4592 

1997 

2595 

1983-84 

5824 

2532 

3292 

4880 

2122 

2758 

1984-85 

6091 

2648 

3443 

4878 

2121 

2757 

1985-86 

6403 

2784 

3619 

4822 

2096 

2726 

1986-87 

6746 

2933 

3813 

4729 

2056 

2673 

1987-88 

7638 

3.321 

4317 

4772 

2075 

2697 

1988-89 

8836 

3842 

4994 

5332 

2318 

.3014 

1989-90 

9487 

4125 

5362 

5332 

2318 

30t4 

1990-91 

10079 

4817 

6262 

5459 

2373 

3086 

1991-92 

13047 

5673 

7374 

5.376 

2337 

3039 

1992-93 

14019 

6095 

7924 

5468 

2.377 

.3091 


Tasu 3: Gross BENenrs and Costs of Canal Irrmatkin, 1980-81 to 1992-93 

Year Gross Benefits Cans] Costs Benefits-Costs Margiii of BeneTits 

(Rs/ha) (Rs/ha) (Rs/ha) over Costs as Per Cent 


Oron Benefits 



AtCuftlnt 

Prices 

At 

1980-81 

Prices 

AtCurrentt At 
Prices 1980-81 
Prices 

AtCunent 

Prices 

At 

1980-81 

Prices 

At Current 
Prices 

At 

1980-81 

Prices 

1980-81 

2087 

2087 

488 

488 

1599 

1599 

77 

77 

1981-82 

2516 

2146 

547 

497 

1969 

1649 

78 

77 

1982-83 

2559 

2136 

631 

527 

1928 

1609 

75 

75 

1983-84 

2963 

2270 

660 

499 

2303 

1771 

78 

78 

1984-85 

3099 

2269 

787 

527 

2312 

1742 

75 

77 

1985-86 

3257 

2242 

934 

543 

2323 

1697 

71 

76 

1986-87 

3432 

2200 

1080 

547 

2352 

1653 

69 

75 

1987-88 

3885 

2220 

1275 

612 

2610 

1608 

67 

72 

1988-89 

4995 

2481 

1417 

656 

3378 

1828 

72 

74 

1989-90 

4826 

2481 

1622 

665 

3204 

1816 

66 

73 

1990-91 

5636 

2540 

1702 

607 

3934 

1933 

70 

76 

1991-92 

66.37 

2501 

1970 

603 

4667 

1898 

70 

76 

1992-93 

7132 

2344 

2277 

613 

4855 

1931 

68 

76 
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to iirig^on increased from Rs 2^36/ha (ai 
1980-81 prices) in 1980-81 (o Rs 3,091/ha 
in 1992-93 (in relative terms, the yield 
differential has, by assumption, remained 
constant or invariant). Multiplying the 
inrigaied yield by 0.9 we obtain our measure 
of output impact of bringing one crop 
hectare area under canal irrigation.''Labelling 
this impact as gross henefii from canal 
irrigation, we contrast this with canal costs 
in Table 3. 

Benfjtts Versus Cost.s 

In value terms, gros.s benerus from a canal- 
irrigated hectare ruse from Rs 2,087 in 1980- 
81 to Rs 7,132 in 1992-93, amounting to a 
percentage rise of the order of 242 per cent 
over a 13-year span. In real terms, however, 
this rise was of a modest magnitude (22 per 
cent). Both in current and constant prices 
terms the benefits exceeded cost of canal 
irrigation by a pretty margin througlKuit the 
period under study. However, the margin 
tended to decline in current prices terms: the 
margin was 77 per cent in 1980-81, fib per 
cent in 1989-90 and 68 per cent in l')92- 
93. This decline may be atinbuted to the fact 
that increase in farm product pnccs tended 
to lag behind increase in supply cost of canal 
irrigation. As against an overall farm product 
price riteof 156 percent in the above period, 
unit supply cost of canal irrigation shot up 
by 367 per cent in the same period.’ 

Uttlesi output cuntnhution of canal 
irrigation is netted out by deducting 
incremental costs of canal-irrigated farming, 
one cannot asceiiain whether or nut net 
benerus from canal irrigation have been 
commensurate with the corresponding costs 
of canal irrigation. This exercise is still in 
progress. Preliminary work in this regard 
shows that inrnemental costs of culiivation 
may be reckoned at 50 per cent of the output 
gaint from irrigation.* Since this percentage 
it considerably below the margin of gross 
bcneTiu over costs of canal irrigation (vide 
Table 3), one can unmistakably slate that net 
benefits from canal irrigation, during the 
period 1980-81 to 1992-93, have been 
commensurate with supply costs ol canal 
irrigmion. 

CAirnoNiWY Remarks 

1 am going toconclude this paper on a note 
of caution lest unwarranted policy 

impllcttiona are drawn by some one in haste. 

Rm of all, the last part of the paper lacks 
finality till we are able to assets firmly what 
portion of gross betteTils fromcanal imgation 
is to be set off against incrcmcnial costs of 

canal-iirigaied farming for each year of 1980- 

81 to 1992-93. Secondly, ilie wsk of judging 
ronaitiiiiiiialdm ii of benefits with costs of 
canal irrigation needs looking also at 


incidental costs and incidental benefits of 
canal irrigation. An apt example of incidental 
costs isenvironmental cosisofcanal irrigation 
(submergence of forests by dams, emergence 
of salinity, alkalinity and waterlogging in 
canal commands, etc). Likewise, an apt 
example of incidemal benefits of canal 
irrigation is groundwater replenishment in 
groundwater short tracts, leading to more 
sustained development of groundwaterbased 
agriculture. Both these incidental co.sts/ 
bencfiLs can be very immense in companson 
to primary costs/bencfiisof canal irrigation.'’ 

Thirdly, canal irrigation rates cannot be 
fixed on the basis of net benefits from 
canal irrigation as computed in this paper. 
For one. I have not reckoned with 
incremental costs of canal-irrigated 
farming from farmers' angle (vide note 
K). For another, the rate is not to be solely 
fixed on the basis of average value of 
bcnefiis for all farmers taken together. 
Since these benefits often vary with farm 
size, small farmers realise lower benefils 
than the average level. Being more 
numerous. i( is their bcnefiis which 
determine the pitch of canal rates. And 
the pitch has to be still lower if the 
multitude (it small farmers has to be left 


some margin of incentive for changing 
over to canal farming. In short, the 
practical limit to fix canal rate is well 
below the average net value of benefits, 
a level which may or may not cover the 
supply cost of canal irrigation. Fourthly, 
when totality of benefits from canal 
irrigation exceed the supply cost of such 
irrigation, it means not only that scope 
for recovering such costs on a greater 
scale than presently exists but also a case 
for .spending more on (a) dam-affected 
people and (b) environmental amelioration 
exists. 


Table A3: PARAsienuc Vauigs oe ‘m’. wO and 
wl FOR 1980-81 TO 1992-93 


S No Year 

m 

wO 

wl 

1 

1980-81 

2.30 

0.712 

0.288 

2 

1981-82 

2.30 

0.709 

0.291 

3 

1982-83 

2.30 

0.699 

0.301 

4 

1983-84 

2,30 

0.701 

0.299 

3 

1984-85 

2.30 

0.691 

0.309 

5 

198.5-86 

2.30 

0.6% 

0.304 

7 

1986-87 

2.30 

0.1*84 

0.316 

6 

1987-88 

2-30 

0.671 

0.329 

9 

1988-89 

2 30 

0.663 

0.337 

10 

I9S9-90 

2.30 

0.660 

0.340 

II 

19V0-9I 

2.30 

0.664 

0.3.36 

12 

1991-92 

2.30 

0,647 

0.353 

13 

1992-93 

2.30 

0644 

0.356 


Tabie a I : Estimates of Lano pRooucrivrrr (in FEES) unobb Canal 
IKRKIATION AND AU lUIOATKlN TAKEN TtklgTHER FOR 

Ekiht States fob Setont ' Ialf of i 970s. 


SI 

No 

.State 

Penod 

Land Produ Mivity under (2anals 
(lons/ha) 

Land 

Produclivity 
under All 
Sources 
(iDiis/ha) 

Productivity 

OifTrrenlial 

Regression 

Esumalc 

Stand and 
Error 

Col ]4A:d6 

1 

2 

3 

4 

5 

6 

7 

1 

Punjab 

1977-79 

3 241 

0.212 

4.480 

0.72 

2 

Haryana 

1976-77 and 






1978 79 

2.387 

0.264 

3.797 

0.63 

3 

Andhra Pradesh 

1977-79 

3 428 

0 258 

.3.509 

0.98 

4 

Tannl Nadu 

1977-79 

2604 

0.257 

3.961 

0.66 

s 

UP 

1977-79 

3-3.54 

0-419 

3.320 

1.01 

(\ 

Bihar 

1976-78 

1,920 

0.260 

1.863 

1.03 

7 

Karnataka 

l97h-77 

3.4.5;* 

0.720 

3414 

l.Oi 

8 

Madhya Pradesh 

1977-78 

2 040 

0,260 

1.7.39 

1.17 

9 

Total (1 ID 8) 


2-937* 


3.297** 

089 


* Weigliieil by canal area 
«• Weighted by state ireigaled area 


Table A 2 Temioral Risf in Lanp PnooisTivirT under Canals, Tanks and Wbus w PUniab. 
Andhra Pradesh, Tamil Nadu and UP 



Stale 

Period 

Land Productivitv Itoni/hR) 

No 


Canals 

Tanks 

WtJb 

1 

Punjab 

1977-79 

3.241 


5.436 


1963-65 

1 178 


3062 



1950-51 

0.935 


1.747 


Andhra Pradesh 

1077-79 

3.428 

1.962 

5.6IS 


1957 .59 

2 270 

1.346 

3.112 

3 

Tamil Nadu 

1977-79 

2604 

2.330 

6J23 

1964-66 

2.143 

2.075 

3.Wt 

4 

I'llar Pradesh 

1977-79 

3.3.54 


3.300 


19.59-61 

2.584 


i.m 



Appendix 

Methodological Note 

This methodological note is in two parts. 
In part A theissucof yield differentinl between 
canals and all irrigation sources is taken up. 
In part B wc indicate how the values of three 
parameters have been dcierniined. 

Part A 

Yield Din-ERENTiAi. Between Canai.s and 
All Irrigation Sources Together 

Since sourccwise information on irriga¬ 
ted area in LllS is published on net instead 
of gross irrigated hasi.s. regression e.sti mates 
of sourcewi.se land productivity only could 
be worked out in Dhawon (I9il!i). For the 
eight states these estimates tor canal 
irrigation, along with their standard errors, 
are listed in Tabic A I. Alsrr listed therein 
are estimates of land productivity tor all 
irrigation sources taken together, i c, it is 
ba.sed on an aggregation of regression 
estimates of sourccwise land productivity 
(duly weighted by soumcwise net irrigated 
areas). 

The foregoing evidence suggests that at 
the national level we could Justifiably deem 
canal imgalion to he nine-tenths us pnxiucti ve 
of crop output as all irrigation sources taken 
together. Admittedly, this equivalence 
proposition is validly demon.sirated for a 
period in the later half of I97()s. Its validity 
for subsequent IQUOsandcarly t9')0sslcms 
from the tollowing two considerations. First, 
imgated fuiming has witncssL\i long-run 
improvement in crop yields for most 
categories of imgatinn in India. This is 
confirmed by our esiimatc.s ol land 
productivity under canals, tank.s and wells 
(including tubewelllforTamil Nadu. Punjab. 
Andhra Pradc.sh and UP tor different lime 
periods (vide Table A2). Therelorc. rise in 
overall irrigated yield since the end of the 
1970s is likely to have ticcuiTcd across all 
irrigation .sources, including canai.s. Because 
of increasing share of tuhewclls within well 
irngation land pnxluctivity under well 
irrigation might have ri.sen faster than that 
of canal irrigation. But. then tank imgalion 
(and other traditional small-scale imgation) 
might have lagged behind canals in 
productivity rise. Likewise, marginal 
changes in the composition of various 
irrigation sources between 1980-81 and 
1992-9.S may not materially alter the nine- 
tenths equivalence proposition about canals 
vu-a-vix all imgation. The marginal decline 
in the relative share of canal-irrigated area 
has to be adjudged against both marginal 
increase in the share of wells and marked 
decline in tank irrigation and other small- 
scale Uirf ace water-based, low-productivity 
irrigation. 


Part B 

Parametric Values for 1980-81 to 
1992-93 

Of the three parameieni for which wc 
require ycarwi.sc values for the period 1980- 
81 to 1992-93, two can be determined from 
LUS data. These are: irrigation ratio (wl) 
and proport ion of unirrigated urea (wO). The 
third parameter viz 'm', which measures 
overall I mgated yield as a multiple of overall 
unirrigaled yield, needs to be asscs.scd with 


care as estimates of overall irrigated yield 
arc sensitive to its magnitude ivule relation 
2) - to a much smaller extent the same i.s 
true for the estimate* of overall unirrigated 
yield. The value of this multiple has been 
as.scssed earlier by Vaidyanathan (1987) for 
12 selected slates for the tlve-year penod 
1974-75 to 1978-79. Dliawaii (1988) for all 
slates for 1983-84, Dhawan (1993) for five 
.sclcclcd.stutcsforthcirienniumending 1987- 
88. and Vaidyunalh.rn el al (1994) for 13 
states for the five-year (lenod 1979-80 to 
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1983-84. Before we look at these estimates 
of ‘m’, two points about this parameter need 
to be noted. 

First, iu value is likely to rise with time 
in the post-HYV period. This i.s because 
HYV technology has been biased towards 
iirigated rather than rained farming m India. 
In other words, uptrend in overall irrigated 
yield could be stronger and more sustained 
than in corresponding overall unirrigaied 
yield. Yet, Vaidyanathan ei al (1994) report 
that 'm' did not undergo an upward 
improvement in alt the 13 slates of their 
study period 1970-71 lo 198.3-84 Semi- 
logarithmic trend equations were found to 
be statistically signiUcam in seven Mates of 
Karnataka. Madhya Prade.sh. Onssa. West 
Bengal, Uttar Pradesh, Punjab and Haryana, 
but insignificant in live states of Otijarat, 
Maharashtra, Tamil Nadu. Andhra Pradesh 
and Rajasthan. The parameter singularly 
declines in the case of BI hur state. The average 
value of ‘m’ for the five-year pertod 1979- 
83 for all the 13 states taken together wiuks 
out lo 2.45.'" 

Second, across states 'm' is inversely 
related to normal rainfall level of a state. 
That is to say, its magnit ude would be cfieris 
paribus higher for low-rainfall states, and 
likewise lower for high rainfall slates. This 
is because of two factors; (I) overall 
unirrigated yield in India tends tube posiii vely 
related with normal rainfall of u .stale and 
(2) yield gains following introduction ot 
imgatcd farming in a tract tend to be higher 
in lower rainfall areas Forcmpincat evidence 
on these points (I) and (2), readers may refer 
to Dhawan (I9KKI and Vaidyanathan ci al 
{ 1994). Vaidyanathan's (1987) estimates ot 
‘m‘ for 12sialcs,whenregressedon statcwise 
normal rainfall reported by him. show 
following inverse relationship: 

m » 4.45 - 0 0020 RAIN. R’ = 0.72 

In view of this inverse retaiionship." the 
true value of’m’ at all-India level i.v likely 
to be less than 2.45 based on 1.3 states which 
do not cover high rainfall stales like As.sam. 
Kerala. Himachal Pradesh and Jammu anJ 
Kashmir. For these four stales, the value ot 

‘m’ in l983-84.accnrdingloDhawan( 1988, 

p 84), was 1.18 for Kerala. 1.13 for Assam. 
1.07forHPand 1 .89 forJammu and Kashmir 
as Bgainsi all-India value ot 2.52 for the 17 
slates taken together. In view of this, the all- 
India value of 'm' for 1979-80 to 198.3-84 
may be taken as 2..30. Further, wc assume 
that this value was unchanged between 
1 980-81 and 1992-93, the penod lor which 
we are assessing costs ami beneins ot canal 
irrigation. By not reckoning wiih uptrend in 
this parumeier in this period, weaa-pv'ss'hly 

tmderasicisingonfarmpnxluciion impav'i ol 

c«nil tirigalioo for Ihe later part ol this 
peiiod. 


Ycarwise values of ‘m’, svO and wt are 
listed in Table A3. 

Notes 

IThis paper is pan of an ongoing study on 
Inigmion in India’s Agricultural Development. 
The author is truly grateful, iiniong uhen. lo 
Oalip Swomy and Suren Navlakha tor perusing 
draft version and suggesting a number of 
eilitunal improvements.) 

1 The selected eight stales accounted for a very 
suhstaniiol shore of ull-India total irrigation 
126 out of 36 million ha of net irrigated area) 
and canal irrigation (JI out of 14 mha of net 
canal area) 

2 This equality was demontlraled m Dhuwnn 
(1997) 

.3 Among several factors that determine the 
yield differential between canals and total 
imgatinn in a stale, two are pertineni One 
IS the very shore of canals in nnal irrigalion. 
The other is inter-suurcc yield diffeientiul 
Piincipjl sources other can canals are widely 
perceived to hear Ihe following kind of 
counlcibalancing diPcicniial vit-u-iii canal 
imgalion: lanks and shallow dugwetls arc 
considered inferior lo canals, while povai" 
luhewells are deemed supenor to earials - 
govcmmenl lubewclls and deep dugwetls eon 
be nearer canals in the matter of overall ernp 
yield 

4 Readers familiar with the autiinr's writ 
IDhawan 1988] would notice that Ihis time 
he IS mn employing his imKiified ditTeiencing 
meltiod Ilf assessing oulpul impact of ii,’* 
crop heclaie area hmught under irrigation, 
namely, Y' - KY" where ‘K.’ is a positive 
Iracium lying heiween (I and I. Since 'K' is 
aNiul II..I a( all-India lei cl. our recourse lo 
conventional differencing method lania 
mnunls irtrris paribus to some undcr- 
assevtmcnl of oulpul contnbunon of canal 
imgalion in this paper. This underassessment 
IS rneant to offset any overassessmeni of oulpul 
impact of canal imgalion ansing on account 
of Ihe lac I lhai land.s under imganon are 
usually superior in soil and topography to 
unimgalcd land this obscrsaiion was made 
lo the author by J TSingh, Agro-t'enlre, IX-lhi 
.SchiHil of Economics 

.4 This price nsc is eomputcN) by dividing 
value ol crop ouipui ai curreni prices of 
1992-01 by Ihe corresponding value al 
I9K0-8I paces 

6 The tacit assumption here is lhal. pnor lo 
advcnl of canal imgauon. ramfeJ or dry 
farming esivis hviilenlly. this is an unnea- 
lislic a-ssuiiqilion lor two reasons Eirst. 
canal imgalion may be applied M lands, 
which arc cilhcr cuWurahlc wastes or 
fallow in kharif/rabi season Second, the 
lands may he alrcady imgjtcd with :jdi- 
liunal sources ol imgalion like tanks and 
shallow dugwetls ip.sncs in Hihar) Wherea-s 
in the first case our methodology 
undcrcMimairs output eonttihution ol 
canal imgalion. it leads to oscrcstimaiion 
in Ills' second situation 


7 Till the beginning of the l91iUs, discerning 
irrigalion adrainistriton had noticed that 
prices of foodgrains rose annually by about 
two percentage points less than the cost of 
cixutruction of nujor and medium inigation 
works. This price differential could be cuily 
accounted for by two factors (t) govemmenl 
desire to rcsinct nse in grain prices during 
Ihe course of planning and (2> irrigation 
development iLselfcaerting a downward puil 
on grain prices, especially of wheal and rice, 
because irrigation expanded supply of 
foodgrains (the elasticity between foodgiaiiit 
outputondgrossiirigniedaRaisalnKist unity). 
Bui the increase in price disparity ticod can 
hesquarelyunders lood in Ihe worsencdeihical 
elimnie since 1980-81, os a mult of which 
costs of public goods and services do not 
really n;nccl their true mouice costs but 
hidden costs of corruption, bribery, and 
administrative inefriciencies in public 
projeeLs 

8 Here, wc are viewing costs from the larger 
angle of the ectmomy, and not Uut of farmers 
heicfitingfromcaiialimgation Thus.incicase 
m costs of labour lutd rental value of tand ate 
Ignored. These may have to be reckoned with 
if one tries lo assess oulpul benefits of canal 
irrigat-on from fannen' viewpoint. 

9 Incidental benefits one lo be distinguished 
finni secondary project benefits c g. increase 
in farm income due to irrigation may 
improve formen' savmgs and investmemx(on 
as well os off die farm, say. in housing and 

onspurt vehicles). Cenerally. secondary 
benefits are not reckoned with in project 
appraisal exercise. 

10 This average is obtained by the author as 
follows Vaidyanathan Cl ol (1994) report in 
Ihe lexi (p 624) aggregate irrigated yield of 
Rs 4.90(Vha which is stated lo be Ks 2.900 
above the eonesponding unimgated vietd, 

I e, the laucr is Rs 2.00(Vha. 

11 In all likelihood, 'm' bears a like inverse 
relation w tthyear-to-yeorvarianonsin nunfdl. 
This IS because a drought is likely to affect 
crop yields adversely more in ramfed than in 
imgatcd conditions 
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Water Markets in'North Bihar 

Six Village Studies in Muzaffarpur District 

Tuahaar Shah 
Viahwa BaUabh 


Thu paper present! key results and analysis of afield study of the role ofpump irrigation markets in the agrarian 
tran^ormation of six villages of Ike Muzaffarpur district in north Bihar. Pump irrigation markets have emerged 
as a robust and dominant irrigation institution serving as virtually the sole powerhouse energising north Bihar’s 
new-found agrarian dynamism. Three criteria used to assess the performance of water markets were depth, breadth 
and efficiency. Their impacts were analysed on four variables: cropping intensity, cropping patterns, labour use 
at^ crop yields. Water markets in the region hove developed a high level of depth and breadth, but they are 
highly inefficient, generating large monopoly rents for pump owners. These produce powerful negative distributive 
impact; however, the output impact of monopoly pricing by water sellers is negligible because of the price 
inelasticity of irrigation demand explained by its high marginal productivity. The overall impact of water markets 
are highly beneficial; crop yield and cropping intensity achieved by water buyers are far superior to non-irrigators, 
and in many cases even in comparison to pump owners; cropping patterns used by water buyers are nearly the 
same as of pump owners; finally, operation of water markets substantially expands labour use in agriculture. 
Abysmal power supply environment is a major harrier to fuller development of equitable water markets; equally 
critical to promoting efficiency and equity in these markets are the prices i nd supply of diesel for pumping. 


I 

Introduction 

'N the patt decade or to. the literature on 
Uiechanging dynamics of India's agricultural 
economy has emphasised the growing and 
complex roleoftheinslinnton of groundwater 
markets [sec. for example, Shah 1993; 
Kolavalli and Chicoine 1989; Kahnert and 
Levine 1993], With the recognition of the 
onset of the 'Given Revolution Fatigue' 
evident in the stagnating yields of many 
crops.questions are being raised about where 
mi^ lie the sources for future spurt in 
agrirohuial productivity. Disenchantment 
with the poor performance of large irrigation 
projects on productivity, equity and 
susiainabiliiy grounds has focused the policy- 
maken' attemton on small-scale irrigation. 
.Moreover, with land refonns having run out 
of steam almost evetywhere. there are glaring 
questions about promoting livelihoods of a 
vast mass of India's rural population which 
U cjih cf Imdtcfy or has Im than a hectare 
of land. The evolving discussion on 
raundwaicr markets has touched upon sll 
these critical issues in one way or the other, 
offering interesting possibiliiie.s for an 
attemstive policy regime. In some ways, 
mmdwaier markets represent the answer 
that people have found to some of these 
issues being discussed on national platfonns. 

Very simply, groundwater markets are an 

infana^ OTangcment through which owners 

of wrila and pumpaets sell irrigation service 
to other farmer! foracoruideraiion.' These 
""■ritets emerge because of two reasons: 
ini, there are farmen - mostly amongst the 
>*Miuroe poor in the village who own or can 
love in lotne land but do mu have access 
to a well and a pump; and second, lands arc 


so fragmented that ev en large farmers cannot 
invest in a well and pumpsci in each parcel 
of their land [Shah 1993], Ideally, every 
cultivator, however resource poor, may like 
to possess his own well and pump to ensure 
complete control over irrigation. However, 
this ideal is unlikely to be ever achievet'- 
even if it is achieved, it is bound lo be 
extremely tnefTident in private as well as 
.vocial terms since it would involve mucii 
larger investment in irrigation equipment 
than needed by a typical village's farm land. 
Water markets ofT^er the next best solution 
to this multi-faceted problem with highly 
beneficial productivity and equity effects; it 
uffers irrigation access to all those resounre 
poor farmers who do not own wells and 
pumps; It enables farmers to irrigate all or 
most of their parcels of land, either through 
own wells and pumps or by buying water 
from neighbouring well owners, it helps well 
owners to achieve better utilisation of their 
pumping capacity; as water markets make it 
possible for larger area to be irrigated for 
better part of the ycar.it increasesthe cropping 
intensity and farm productivity; finally, all 
these lead to increased demand for farm 
labour which is more evenly spread though 
the year (Shah 1993], All in all. in regions 
with abundant and well-recharged aquifers, 
groundwater maikets can transfonn a stagnant 
traditional agriculture into a modern, 
booming economy with powerful beneficial 
productivity and equity impacts. 

The study of north Bihar presented in this 
paper was designed to test this corpus of 
hypotheses about (he beneficial impacts of 
groundwater markets in a region with 
abundant water resource. A common 
supposition has been that groundwater 
markets can produce wide-ranging and 


powerful beneficiu’ effects in the basins of 
Canga and Brahmaputra where the aquifo' 
is abundantly recharged. These are also 
agriculturally backward areas with some of 
the largest concentrations of India’s rural 
poor. And yet, it is these very areas where 
groundwater utilisation and irrigation 
development were amongst the least until 
mid- i980s.’ The Muzaffarpur disirict in 
north Bihar seemed characteristic of tiui 
region: it has had inexhaustible groundwabs' 
fcsouFces, it was agtieultiually stagnant - 
in relative terms - until late 1980s; it was 
thus an ideal candidate foribe rise of vibmt 
water markets supporting widespread 
adoption of the green revolution Icchnolqgies. 

Before we went into the field, one of the 
major conceins was whether north Bihar's 
feudal production relations would permit the 
rise of a market institution. Since weU and 
pump require chunky investmeni, chances 
were high that their ownership would be 
conccittrMed in the hands of I aige land ownen 
who could use these to further streng th en 
their stronghold on the local political 
economy, using pumps for power noherthan 
for profit! (Duhash I99S]. A recent case 
study of Pachera, a village from a 
neighbouring disirict Arana by a British 
scholar, Geoff Wood (1994), seemed to 
validate this apprehension. Wood found that 
in Pachera “an intricate web of kinship ties 
and non-economic elements' influenced the 
terms of transaction vound a cand-flxcci 
pnce...The whole idea of seiling aurptua 
capacity of water selling was perce i ved to 
be immoral, to be admitted in extrenif.*’ 

Therefore, the questioni that undeqdaMd 
our north Bihar study wore: How iropenaat 

are groundwater maricelsin the local agnrlHi 

seem:, to well owners, lo water buyeia. t» 
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landless labouren? Whai are thdr aodo- 
economic impacts-in lenns of productivity, 
equity and sustainability? How do wsfter 
mut^ relate with other social institutions 
-casteandUnship, feudal relations, tenancy? 
What other kind of institutions for water 
resource manageinent have emerged and 
survived? Ho w do these compare with water 
maikets?To what extent are the interactions 
between well owners and water buyers 
mediated by power relationships? Are water 
transactions viewed as pure economic 
transactions or are they influenced by other 
factors as well? Is there evidence of 
interlocking of water with labour, land and 
credit mailtets? 

An ovenuching question was; what makes 
a water market worthwhile as a socio¬ 
economic institution? And the nonnalive a 
priori criterion we chose was; a groundwater 
market is socially efficient if (a) it ensures 
that irrigation potential achievable is fully 
exhausted; and(b)it leduces the gulfbetween 
the opportunity set available to well owners 
and water buyers regardless of their social 
and economic status. If a water market is 
hijacked by well owners and tiansfornied 
into an instrument of expkntation then several 
observable consequences would follow; the 
area iirigaicd through sale of water and people 
beneftting from irrigation would be less than 


techitically feasible; the price that buyers 
have to pay for water would be much higher 
than the full cost of water extraction to wdl 
owners; the crops non-well owners grow - 
and the technologies they use in terms of 
seeds, fertiliser, pesticides, etc - would be 
less water-depen^t compared to that of the 
crops well owirers grow; the cropping 
intensity achieved by vrell owners would be 
much higher than non-well owners; crop 
yields obtained by well owners would be 
higher than water buyers. The more 
pronounced these differences between well 
owners and water buyers, the less efHcient 
is a groundwater nuricet. and vice versa. 

The study was carried out in a cluster of 
six villages in MuzafTarpur which were 
assigned to the students of Institute of Rural 
Management Anand (IRMA) for their six 
week fieldwork. We used a methodology 
that combined a small survey, a participatory 
appraisal, and focus group discussions. Fbr 
each village, a sample was chosen of well 
owneis, water buyers and non-irrigators for 
a detailed survey of each group. In addition, 
a free-flowing essay was written on the 
irrigation history, working of water market, 
and any attempt - at present or in the past 
- by the vi I lage people towards a co-operative 
intervention in water development and 
matugemem. The six village studies that 


follow were developed by analysing all this 
material collected for each village. Each 
village study is independent hr itself; but in 
this overview paper, we offer a synthesis of 
the lessons and insights offered by these 
villi^ studies. 

n 

RcsuHi of the Survey of Six VlDagca 

Before we launched our fieldwoik, based 
on earlier literature on agrarian institutions 
in north Bihar, we had expected the 
development, performance and impacts of 
these markets to be diffeiem from states like 
Gujarat where they are pervasive and well- 
developed. Much literature on irrigation in 
north Bihar and eastern UP in the 1980s had 
suggested the absence of demand-pull in this 
region for green revolution technologies. As 
stated earlier, based on studies like Wood 
(1994) and Shah (1993) distinct hypotheses 
can be developed about the impacts of well- 
developed and competitive markets from 
underdeveloped and monopolistic markets 
- and, of course, of having no market 
institution at all. Some of these are outlined 
in Table I. 

Underdeveloped water markets are 
characterised by isolated vraier transactions, 
taboo on wmer selling, large variations in 
the temu of personalised water traiuactioiis 


TaSLC I A PmCMII HvroTUCSES about the NATUM;. PBMXMUIANCa AND Imtacts of Watoi Maixets 


Hypotheses 

Absence of Water 
Markets or Autarky 

Undeveloped, Monopolistic 
Water Markets 

WeD-OevelopedindReUlively 
Competitive Wilcr Markets 

[H-l] lirigaled Ares as per cent of tola] area of 

significaiilly higher 

significantly higher 

comparable 

WEM owners versus nen-WEM ownen as a class 

[H-2] Irrigated area as per cent of total area of WEM not applicable 

ownen compared to the same ralio fee water buyen 

lignifkaiitly higher 

comparable 

[H-3] Proportion of cukivaton and net sown area using 

small limiled to 

higher than under aulaiky 

dose lolOO per oeiU 

inigalioa wfaeic groundwater is the only or major 

WEM ownen 

but far short of the potential 

including non-WEM ownen 

louree of imgatkm 

(H-4] Ownenhip of WEMi 

as skewed aa that 
of land 

skewed 

leu skewed or even invenely 
skewed 

[H-S] Access to groundwater irrigation 

very skewed 

leu skewed than in aulaiky 

equal 

(H-6] Cost of itrigalioa to non-WEM ownen 

infinity 

much higher than average fell 
cost of puinping 

ekMe to ioCTemenui coit of 
puBpta^ 

[H-7] QuaKly and lelutUlity of pump irrigation service 

not qipUcaUe 

poor 

good 

provided by WEM ownen to water buyen 

[H-8] Croppiiig intenahy achieved by non-WEM 
owner water buyen 

IcH rainfed fanning 

signtficanily lower compared 
to WEM ownen 

comparable to WEM ownen 

(H-8) Cropping panetn choaen by non-WEM owning 
water buym 

rainled crops 

hdeiior and leu iirigatian- 
dependent than WEM ownen 

companMe to WEM ownen 

(H-9] Adoption of Green Revolaiian technologiet by nil or very poor poor eompmed to WEM iwnm compatible to WEM ownen 

non-WEM owner water buyen 

(H-IOl Crop yields obtoined by non-WEM 
owner water buyen 

low ninfcd yields 

signifleandy lower than 

WEM ownen 

comperible to WEM ownen 

(H-l 1] Labour use im non-WEM ownen' farms 

low 

higher than niw4iil|iton but 
leas than WEM ownen 

As high M on WEM ownen' 
fetim 


A-IM 
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nd, in (cnenl, imignificant role of water 

muluuu an agrarian imtilutJoa In contrait, 

whens water markets are well^veloped. 
they have depth that is. water market 
Wnaactions are important in the household 
eoonooilei of the sellers and buyers, and 
breadth-that is, a large proportion of farmers 

in a village community are involved either 
as water buyers or sellers or both. In 
monopolislic water markets, water sellers 
co^ a certatn degree of monopoly power 
which tra n slates into monopoly rents and/ 

or in other forms of power (as described, for 

instance, by Wood (1094)) and/or in 
Indiffeient qiiatily of irrigation service. In 
competitive water markets, in contrast, each 

buyer has acceu to several alternative sellers 

who offer equally good service; as a result 
sellen ate under pressure to ‘delight' their 
clienu by cutting prices tothe minimum (that 
is ,*10 the level of their incremental pumping 
costs), by providing dependable, high quality 
irrigation service, by offering non-price 
inducements such as credit up to harvest 
time, warer supply through robber pipes or 
pucca channels, etc [Shah 1993]. 

Ourhypothesit was that the pump iirigation 
markets in the north Bihar villages would 
be underdeveloped and monopolistic rather 
than well-developed and competitive; that 
water Uaruactians would be few and sellcr- 
dominaled; that the terms of transactions 
would vary widely across transactions, that 
relattvely small proportion of land would be 
irrigated thitmgh purchased water, that the 
pricecharged by Water Extraction Machines 
(WEMs) owners from water buyers would 
be significantly higher than mctcmcnial 
pumping costs to them thereby transferring 
sixeidde proportions of additional output 
generated by putEhasedirrigaikmfrom water 
buyers to WEM owneis; there would be 
large difletences in cropping intensities, 
cropping pattern, atMi crop yields between 
lellmaixlbuyen, and in gen^. the village 
•gniian economies would be dichotomised 
into (wo distinct parts, WEM owners and 
non-WEM owiKts*. 

PEMonatANce oi' Punir Irrigatk)n 
Markets 

The performance of emerging water 
markets, as dtscusied above is examined in 
icnu of three criteria: (a) the quality and 
reihMKty of the irrigatiem service; and (b) 
the depth and the breadth of the water market 
in the village's agrarian economy, and (c) 
wheiherthe price charged for pump irrigation 
Ktvke include large monopoly rents. 

Quality of Irrigation Service 

In all the six villages, we found, social 
<iynwilc itpletc with deep socio-economic 
<*i»llficailon, rivatrics and feuds, however. 

pump Mgaiioo mariteis were rapidly 
"•■fliif at pose economic institution - 


with WEM owners as wdl as buyers having 
no great difficulty in sinldtig their other 
diffetenoes in making and honouring water 
transactions. In Blrpur, small hohlets and 
landless emerged as important sellers, serving 
many higher caste farmers from bhumihars, 
yadavs and other communities. In other 
villages where bhumihars and yadavs 
dominated WEM ownership, there was 
smooth, trouble-free water trade which 
seemed to be least influenced by the caste 
and class of either the buyer or seller. The 
only evidence of non-economic factors 
coming into play was WEM owners offering 
special rebates, discount or credit to friends, 
close relatives or other WEM owners with 
whom they had water trade. Our findings, 
therefore,do not support Wood'shypothesis 
of underdevelop^ monopolistic water 
market and suggest that water markets are 
more complex than hypothesised by Wood. 
However, thequalily of'on-demand irrigation 
service' ofler^ by water sellers in Gujarat 
is a far cry in north Bihar. In central Gujarat 
- where water markets have got developed 
and refined over the past five decades - 
WEM owners go to considerable length to 
develop and sustain a dependable clientele 
[Shah 1993].^ Overall, however, for an 
economic institution just a decade or two 


old, the quality of irtigatioi) service available 
to water buyers seemed quite good compared 
to all other sources and institutions of water 
management that the people of the area have 
experienced so far. 

Depth and Breadth of the Water Marhet 

A localised water market acquires depth ■ 
as the buyers begin making intensive use of 
water in enlarpng the output md surpiut 
from their agricultural economy by more 
intensive use of land, by adopting green 
revolution technologies, by adopting 
cropping patterns conii stent with high quality 
irrigation. Similarly, the depth also incteates 
as each WEM owner tries to increase his 
water sales by devising and offering 
appropriate mix of price and tHm-pricc 
inducements to buyeis. The breadth of a 
water market increases as an increasing 
proportion of farmers and farm lands come 
into the beneficial ambit of the water market 
In the six villages we studied, the water 
market had acquired high level of breadth; 

» major indicator of the breadth was the 
extraordinary difficulty we encountered in 
identifying noD-ii.-igatots, i e. faimen who 
made no use of irrigation at all - in each of 
the villages: and those that we found were 
basically low-stake fannets deriving their 


Tarle 2' Depth am> B«EAimi or Putir iRRiOATmi MAticzn m the Six Viujuks 


Village 

Birpur 

Panapur 

Monandi Baitji 

Ajana Court 

Nariyar 

(a) Spread and Reach of 

partial uml 

1 rtiensive extensive extensive eximsive 

extenarve 

water nuikei 

limited 

an.i good and good and good and good and good 

(b) IV cent of irrigated IiikI 







in the sample served by 







water market 

23..S 

46.53 

42.02 37.84 

27.3 

46.03 

(c) Average Hours of WEM 







opetaiion/year 

199.0 

334.0 

285.00 718.5 

717.8 

723.70 

(d) Average Horn of wrier 







sale/WEM/year 

IS9.7 

II 1.6 

77,28 563,6 

183 3 

365.70 

(e) Average houn of water 







purchasertniyer 

21.6 

73.0 

63..50 79.0 

47,5 

164.23 

(f) Avenge hours of water 







purchased per buyer’s 







per aor 

11.97 

26.01 

13.02 28,21 

16.71 

30.17 

Tasle .■<: 

The Etonuaucs or WEMs with Water MAaimn 





Birpur 

Panapur Monandi 

Baiji 

AjMia 

Nariyar 

(a) Fuel cost (Rs/hour) 


7.5 

9.05 8.67 

7.54 

7.50 

7.85 

(b) Repair and matnicnancc (Rs/year) 

440 

635 682 

1750 

895 

1158 

(c) Deprerialkin and intetest 







020 per cent (Rs/year) 


3190 

3100 3662 

2975 

5114 

5019 

(d) Av Houis of WEM opeianon/year 

199.0 

334.0 285.0 

718.5 

717.8 

723 7 

(e) Avenge Hours of water 







sale/WEM/ycar 


1*9.7 

111.6 77.28 

563.6 

183.3 

365.7 

(f) Average cost (Rs/hour) 
tg) nice of Pump Imgatioa 


25.74 

20.23 23.91 

25 25 

14.12 

25-30 

15.87 

I6JS 

Service (Rs/hw) 


20 

20 

22- 25* 

(h) Mode of poymenl 


nedit 

cash cash or 

c$ab 

credit 

caa at 


up to 

advance 


fora 

credh 



harvest 



week 


ti) Samliis on water sales (Rs/year) 


1.567 1077 




(1) Over vatuble cost 


1952 

8471 

2062 

SIM 

(2) Net Swplus 


-1089 

532 84.23 

5838 

757 

2M4 


* On credit tries price Hi 2.S per hour and on cssk boaii Rs 22 per hour. 
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livelihood primarily from labour or other 
occupatioiu. Thui the water maiketi did 
leem to have acquired wide reach and high 
level of breadth. There were, however, large 
varialtoiu in the depth; in villages like Birpiv, 
the average water sale per WEM owner in 
our sample was barely 200 houn/year; 
similarly, average water purchase per sample 
buyer was just 11 hours. In contrast, in 
Nariyar, the sales per WEM owner was nearly 
360 hours; and purchase per buyer was over 
160 hours/year. 

Many factors explained these variations. 
An important reason, of course, was the 
extent to which the water market had sunk 
in the tradition of each village - which is 
an evolutionary process. Second, the speed 
with which farmers make a transition from 
their centuries old rainfed or flood-irrigated 
farming tradition to intensive, modem, 
itrigated farming too affects the depth of the 
market Then, in someof the villages, notably 
Birpur, the canal provided cheap - if 
unreliable - irrigation to 65-70 per cent of 
the village farm lands which checked the ri.se 
of pump irrigation and water market. Finally, 
there is the question of how aggressive are 
WEM owrters in expanding their ‘business' 
When will WEM owners display such 
aggressiveness? In our view when two 
conditions are fulfilled: first, WEM owners 
take water selling seriously as a supplemental 
income generating activity;andseo^, when 
there is high level of competition amongst 
them. In majority of the north Bihar villages, 
neither of these two coiKlitions is fulfilled. 
An average water seller does not give much 
importance to water selling and therefore 
does not try hard enough to build a stable, 
dependable clientele as a source of recurring 
business. There is also not enough competi¬ 
tion amongst existing sellers although in 
tome villages, this scenario is fast changing 
as the density of WEMs is rapidly increasing. 

Monopoly Water Pricing 

Whether a market is competitive or not is 
best indicated by the gap between the price 
attd incremental cost. From simple neo¬ 
classical price theory, we know that under 
purecompetition. tel lets ate oUi^ to reduce 
price until it becomes equal to the long-run 
marginal cost, and to absorb increases in 
input costs by raisingselling price justenough 
to cover the higher input cost. If the sellers 
enjoy some measure of monopoly power, 
however, they would tend to extract 
monopoly rents by chuging a price higher 
than long tun maiginal cost.* In Table 3. we 
have presented estimates of costs and returns 
from water sales for the six villages studied. 
These estimates strongly suggest that the 
economics of a WEM critically depend upon 
the hours of operation of the WEM. Baiji, 
AJana Court and Nariyar - whose WEM 
ownen were able to achieve 700 hours/year 


or mote were able to reduce their average 
overheads and make aizeiMe surpluses; but 
WEM ownen in Birpur, Morsandi and 
Panapur left their WEMs underutilised attd 
suffered high average overheads. In ftMt, in 
Barji, Ajana Court and Nariyar, water sales 
more than covered the WEM owners' 
overheads and tendered their own irrigation 
virtually free. Whether the latter group could 
have (km better by reducing their prices is 
difficult to say because the answer would 
depend upon how much more they would 
have sold at reduced prices. If by reducing 
water price to Rs 18/hour, Birpur WEM 
owners could sell SOO hours more per WEM, 
they would certainly be better off since it 
would have reduced their overheads to Rs 
4.5/hour and average cost to approximately 
Rs 14/hour leaving them a surplus of over 
Rs 2,756/year on their WEM. 

This mode of analysis, however, is fraught 
with problems because we know that most 
WEM owners in the six villages studied did 
not invest in WEMs for selling water but for 
theiro wn irrigation neetLs. The more accurate 
thing to do therefore is to charge the entire 
overhead to their own irrigation income and 
treat the contribution from the sale of water 
as a bonus, or a transitory irurome. In this 
case then they should be willing to provide 
pump irrigation service at any price higher 
than their variable cost of ftiel and some 
component of wear and tear cost which is 
significant for diesel pumps. If in fact the 
WEM owners charged three limes the variable 
cost for hiring pumps, such pricing is 
indicative of the presence of roonoi^y power. 
Water sellers, in fact, in all villages generated 
surplus over their variable cost (Table 3). 

In the six village study, we found several 
indications of such monopoly power. First. 


we found the water price charged over 1.25 
to 1.8 rimes the levdofthe average Aill coat 
-including diesel and lubricant cost, repair 
and maintenance, wear and tear, and interest 
on capital; we also found tbe water price 
between 2.S-3.0 times the incremental 
pumpingcost. That there was laige monopoly 
rent included in the water price was also 
indicated in the rebates and discounts WEM 
owners could offer to their friends and rda- 
rives. There were exceptions, however, Biipur 
and Morsandi, in Birpur particularly whm 
water sdlersfacestiffcompetition fromcanal 
irrigation charge lets than average total cost. 
Finally, over time, as the diesel price increa¬ 
sed, the price of waterincieased by a multiple 
of the rite in fuel price and the size of the 
multiple was between 3-4 times. This is most 
clearly illustrated by figures compiled by our 
research team in Baiji as reproduced below 
(Table 4). This shows that had Barji's pump 
irrigation market been purely competitive, 
the water price in 1995 should have been 
around its average full cost of Rs 15-16/hour 
instead of Rs 25-30.’ 

In sum, then, the performance of localised 
pump irrigation markets as economic 


Table 6; Land Owned and Otesated sy Pump 
Owners. Water Buyers and Ndn-Irrkiatdrs 
(sait^U average in aertsi 


Sample 

Group 

Land 

Type 

Own 

Land 

Operated 

Landholding 

WEM 

Irrigated 

8.04 

7.04 

Owners ' 

Unirrigated 

2.41 

1.94 


Total 

I0.4S 

8.98 

Water 

Irrigated 

3.58 

3.51 

Ehiyen 

Unirrigated 

1.14 

LIS 

Non- 

Total 

4.72 

4.66 

irrigalois 

Total 

1.79 

1.79 


TAaLE:4 Recent Evolution Pump Irrioation Service Market w Barm 


Year 

No of 
WEMs 

Water Price 
(Ri/bour) 

Diesel Price 
(Ri/hour) 

Lubri Cost 
(Rt/liire) 

BE Price 
(Ki/hour) 

• 

No of 
Buyers 

Ratio of 
Weter/Dlesel 
Prices 

1970 

2 

4.00 

0.75 

200 

4.00 

10 

5.33 

1975 

12 

6.00 

1.55 

8.00 

6.02 

125 

.3.87 

1978 

25 

8.00 

2.05 

I6..50 

6.37 

200 

3.90 

1980 

30 

12.00 

2.63 

22.00 

7.21 

230 

4.33 

1985 

38 

13.00 

4.85 

39.00 

10.84 

.300 

3,09 

1990 

58 

20.00 

6.45 

60.00 

12.61 

600 

3.10 

1995 

65 

28 

7.58 

69.00 

14.82 

700 

3.96 

1996 

70 

37.6 

9.50 

85.00 

16.42 

700 

3.96 


* Computed under the assumption that: (a) one hour of pumping of a 5 hp diesel set consuam I lure 
of diesel and 0.020 litre of lubiicaM: and (b) all other costs - mostly implidi wage rales, repair 
end nudmenance costs and depredation - rise at a compound rale of S per cent per year. 


TAaLE S: Paoma or ths Sample Paemhis in Sd( MuzArvAarua VuxAoas 


Cssle Groups 

WEM Ownen 

Water Buyen 

Non-lrrigaton 

Toul 

Total sample siae 

99 

100 

21 

220 

Bhumihars 

.36 

26 

0 

62 

Yadavi 

20 

13 

4 

.37 

Others* 

43 

61 

17 

121 


• Includci Kunnis, Kbushwaha, Chaudhacy, Kdri, Paswan, Hvijan. Kumbbar. Hujan, Mams 
MaUahs. Sahne Mid Mahto. 


A-1 


Till* • ’ 


Iv r 


■VI 1997 



iiuHtudom ofTm t mixed picture in terms 
of the three sett of criteria we used They 
have achieved a high level of breadth in the 
sense that a large proportion of fanners and 

fiumlands without WEMs and otherirrigation 

sources beiwTit from the market for pump 
irrigation services. The quality and reliability 
of irrigmion service provided too seemed 
fairly good considering the emergent nature 
of this institution. However, the depth of the 
water market transactions was highly vari able 
with low sale per WEM owner and small 
purchase per buyer in some villages and high 
levels of these in others, affecting the 
economics of WEMs in a significam manner. 
Finally, the pricing of pump i rri gallon service 
was strongly inHucnced by the monopoly 
power enjoyed by WEM owners who charged 
a water price which exceeded their incre¬ 
mental pumping costs by 2.S-.I times. Such 
mortopoly pricing can have two effects on 
the groundwater-based agrarian economy: 
first is the pure distributional effect: in this, 
WEM owners canclaim asizcable proportion 
of the irrigation surplus generated by water 
buyers through high water price: the second 
is the pure productivity effect; in this, water 
buyers facing a high water price reduce the 
use of irrigation leading to reduced output 
and incomes than can be supported by 
competitive water markets. In the ca-sc study 
of Panapur, one of our student, R K Sinha 
estimate by using focus group discussions 
that access to small amounts of irrigation at 
critical periods can more than double crop 
yields: according to his estimates, the 
marginal product of one rupee .spent on 
purchased water could be os high as .5-9.1 
kg of maize or 5.1 -12.3 kg ol rabi wheat or 
4.3-10 kg of paddy or up to 43 kg of potato. 
No wonder then that the pnee that WEM 
owners charged for water was a non-issue 
for water buyers since the overall 
improvement in their output and income 
through acces.s to pump irrigation markets 
was so out of proportion to its cost. Overall, 
then, the performance of pump irrigation 
nuffcela of north Bihar did leave some scope 
for greater competitiveness and reduction of 
monopoly rents extracted by WEM owners, 
howew. these performance shortfalls do 
not seem to have lessened ihcir enormous 
beneficial impacts. 

IswACT OF PuMf laaiGATioN Markets 
Ownenkip of Lnnd and Irrigaiion Assets 

We consider all the six villages together 
to examine the economic impacts of pump 
inrigaiioA markeu before we speculate and 
sketch out what might he the larger canvw 
of change and dynamiim in north Bihai's 
■gricullure In which our experience is 
embedded. 5 shows the size of our 
«mnbiiied lample for all the six villages; 
W pump owners, 100 water buyers aiu' 21 


non-irrigtUora. Noo-irri gators, that ii.fainien 
who had land to cultivate (own or leased) 
but did not use irrigation at all, was a small 
minority. The researchen who interviewed 
our sample were in the villages for over six 
weeks; and it was only aAer a careful search 
that they could identify these 21 cultivators 
who depended entirely on rainfed farming. 
This is the first important finding we have 
to report; it is important because of the 
widespread belief that benefits of irrigated 
farming have reached only a minority of the 
farmers of north B ihar, espeaally the affl uent 
and resourceful ones. 

This however does not mean that the 
ownership of irrigation assets was widely 
diffused and egalitarian; this is far from the 
case. Ownership of irrigation assets was 
dominated by high casieand affluent farmers, 
especially the bhumihar and yadava 
communities who also controlled large pro¬ 
portion of farm lands. Owners of modern 
WEMs which in nonh Bihar context meant 
a borewell, a pump and a die.sel engine or 
an electric motor, were typically larger land 
owners as shown in Tabic 6. WEM owners 
owned, on an average, more than twice the 
amountof land-own^ by non-owners. Non- 
imgators owned much less land than other 
two categono, and these lands were of 
inferior quality.'' Most of the other non- 
WEM owners and several WEM owner 
with fragmented landholdings acquired 
access to groundwater irrigation through the 
‘pump irrigation markets', an instiiuiion..i 
arrangement through which WEM owners 
supply imgation sere icc to their neighbouring 
farmers for a consideration. Based on our 
SIX village expenencc. thus, we can safely 
conclude that bcnefEis of groundwater 
irrigation have got diffused to very large 
proportion of farm lands; and the credit for 
this goes neither lo diffu.sed ownership of 
WEMs nor to a pieihora of aboned govern¬ 
mental interventions but to the autonomous 
emergence of pump imgation markets to a 
position of centralit> in ihe agrarian 
economies of these villages 

Irrigaium Benefits to WHM Ots-ners and 

Water Biirers 

Table 6 showed lhai although water buyers 
had half or less land compared to an average 


WEM owiter, the proportion onand irrigated 
by tlM WEM owners at well a* the buyers 
was the same at around 79 per cem. And this, 
despite the fact that buyers were over¬ 
whelmingly dependem upon WEM owners 
for irrigation as Tabic 7 cleaily shows. 

Despite the presence of large river water 
resource, the primary source of nrigarion in 

Taile 8: PRoroRnon or the Land Culttvatsd 

DURING UnrSRBiT SeaSOM ANDCROmNO broaoiTY 
(Percentage of operational holding) 

WEMOwneis Water Bayen 


Biipur 


Kharif 

47 

79 

Rabi 

57 

70 

Summer 

26 

41 

Cropping inlensily 

130 

190 

Panapur 

Khanf 

38 

45 

Rabi 

49 

72 

Summer 

27 

19 

Cropping Intensity 

114 

136 

Morsandi 

Kharif 

27 

36 

Rabi 

38 

67 

Summer 

- 

. 

Cropping Intensity 

65 

103 

Daiji 

Kharif 

636 

41 

Rabi 

66 

SO 

Summer 

29 

. 

Cropping Intensity 

IS8 

91 

Anana Coun 

Kharif 

46 

54 

kaot 

66 

64 

Summer 

. 


Cropping Intensity 

tl2 

118 

Nanyar 

Khanf 

61 

SO 

Rabi 

88 

93 

Summer 

25 

13 

Cropping Inlensily 

174 

1.58 


Table 9- Yield Pee Acre (ko) and PERCuiTAat 
OF Area Covered ry Four Imfortant Okies 

(kgfaert) 


Farmers CatetoiY 

Crops 

WEM Ownen 

WaierB« 3 rcfi 

IJiRrif paddy 
Rabi wheat 
Rabi maize 
Rabi potalo 

837 (38.78', 
921 (29.12) 
989(12.47) 
2275(7.94) 

896 (40.77) 
1059 (33.89) 
1144(14.57) 
4369(11.52) 


Figures in poienibeset are peiceniaget of the 
operated holding under the crop. 


TxBLt 7 Siii'BCES OF Irrigation in Sis Muzaffarkr Villaob 


Former 

Calegorj 


WEM Owncra 
Water Buyers 
Non-irngainrs 
Total 

PEiccniage of lotal 
imgilcd arra 


(M aarsj 


Tank 

Canal and 
River 

Own Borewell 
ami Pumpset 

Purchased 

Pump 

Ifrigation 

Total ToM 

Irrigated Opcratio—1 
Afu Area 

boo 

56.5 

S4I 25 

107.5 

705.25(79.3)'* 

U9 

3 50 

23 25 

000 

324,60 

35l..15|78.7) 

466 

000 

0(X) 

0.00 

0.00 

0.00 

3t 

3 5 

79 7.5 

.54;.25 

432.1 

1036.6(75.8) 

im 

1.003.3 

76 

41 24 

40.9 

100.0 



“Figure in brackets itfen to percentage irigsted area to total openbonBl hoUin«. 



the F^ioa hai been groundwater. Over 90 
per cent of the irrigated iud wat served by 
groundwater,nevlydOpercentofit belonged 
to water buyen; and just under l/4th of the 
land irrigate by purchased pump irrigatkm 
belonged to WEM owners.** 

Cropping Intensity 

A major advantage that irrigation brings 
to an agrarian comiiuinity is that it permits 
multiple cropping in the same piece of land. 
We estimate the proportion of operated 
landthM was cropped WEM owners, and 
water buyers respectively in rabi. kharif and 
summer to compute the cropping intensities 
fordifierent groups for each of the six villages 
(Table 8). It may be seen from the table that 
there is no significant and systematic 
difference between WEM owners and water 
buyers in the proportion of operated land 
th^ cropped in different seasons. Inrabi and 
kharif, if anything, water buyers seem to use 
significantly larger proportion of their land 
fiarirrigatedcrops; wherw in summer, WEM 
owners crop in larger proportion of their 
operated holdings. However, if we consider 
total cropping intensity - gross cropped area 
as a ratio of the net cropped area, then the 
differences again become insignificant. In 
point of fact, it appears that water buyers 
achieve nuuginally highercropping intensity 
compared to Wl^ owners in Baiji and 
Nariyar (Table 8)." This is quite in contrast 
to our a priori expectations; and this contrast 
persists when we examine the cropping 
patterns chosen and crop yields obtained by 
WEM owners and water buyers. 

Crop Yields and Cropping Patterns 

In Table 9, we present average yield/acre 
obtained by WEM owners, and water buyers 
of all the six villages combined for four 
major crops - rabi wheat, kharif paddy, rabi 
maize, taU potato - which account for the 
bulk of the land cultivated by the farmers 
of these six villages. Alongside the yield 
averages, we also present the per cent of the 
operated area planted with each of the crops 
u an indicator of the cropping pattern 
followed. Counter-intuitively, we find that 
waser buyers have achieved a higher average 
yield in each of the four main crops; further, 
they have also planted more of their cult! vable 
land with these crops. Albeit, the differences 
are small and in many cases insignifKant. 
But the least that they seem to suggest is that 
farmers who depend on purchased pump 
irrigation service are in no way worse off 
than those who have their own WEMs; if 
anything, water buyers have higher cropping 
intensities, grow mote of their land with 
crops considered good, and in general achieve 
hi|^ crop yields per acre when compared 
to WEM owners. And the differences in 
aomecaaes do appear significant, far example. 
wMer buyen who grow more rabi poUdo, 


alio achieve nearly twice the outputfacie. If 
theae six villagea are any guide, as an econo¬ 
mic Insdtutioa. the pump irrigation mirkets 
in north Bihar have got perfected and refined 
to a stage where it mi^ be difficult to 
improve upon thdrimpactsinanyiignificant 
reapecti Tlie only way one can explain the 
trend is that the water buyen who ate typically 
small Holden, systematically and vigorously 
make choices so as to overcome their land- 
shortage by achieving better crapping 
intensity at^ higher crop yidd.'^ 

Labour Use in Agriculture 

From the equity viewpoint, the impact of 
pumpirrigation n^els on labour absorption 
i n agriculture are critical especially in a region 
as bewitched by landlessness and land 
inequality as north Bihar. Andourasiessmeid 
is that this impact is substantial. This was 
clear from PR As and focus group discussions, 
too however, our sample survey also threw 
some light on the dimensions of the labour 
absorption impact of water markets. 
Unfortunately, in the six villages we selected 
for our study, the sample we could find of 
non-irrigators was extremely small; 
moreover, most of these were only part-time 
fanners deriving their livelihoods mostly 
from farm labour and non-farm sources. This 
makes it unrealistic for us to assuiiK that the 
farmers in our sample of water buyers would 
behave the same way as non-itrigatori, had 
the absence of pump irrigation markets 
obliged them topursuerainfedfanrang. Even 
so, the vast difference between the use of 
hired labour by water sellers aixi buyen on 
the one hand and non-irrigators on the other, 
is suggestive of the magnitude and spread 
of enhanced labour demand in agriculture. 
These estimates are presented in Table 10. 

In viewof theeaseof securing good quality 
responses, we had asked all the respondents 
to tell us about the total costs Ih^ had to 
incur on hired labour for each crop they 
grew. Since water buyen were as a rule 
smaller land-ownen compared to WEM 
ownen, we had thought that they vrould 
substitute family labour for hired labour so 


aa to BtininiiM wage paymeati. We alao 
bdleved fiiat hired labour me - which 
oommiu the fanner to caih paymenu and 
nriaea hii operating rlik - would be cloidy 
linked to the d^ree of coirtrol the fanner 
had on water; as a result. WEM owners 
would spend more per acre on hired labour 
than water buyen and also obtain better crop 
yieldt. However, nothing in our six village 
data suggests that waterbuyen iystemaiicaily 
UK less hired labour when compared to 
WEM ownen; in rabi - if anything, they use 
a ful 140 percent more hired labour compared 
to WEM ownen although in kharif and 
summer they UK 15 and 8 per cent less hired 
labour compared to WEM ownen. 

The above analysis, however, conceals the 
large and interesting inter-village variations 
in the intensity of hired labour uk. In villages 
like Nariyar, Panapurand Baiji. water Kllers 
as well as water buyen uk much more hired 
labour than in Ajana Court, Motsandi and 
Birpur; and it would be instructive toexploce 
why. However, even in thoK villagea, water 
buyen tend to UK equal or more hired labour. 
Ai^ if we are in our suppuailion that the 
smaller the farmer, the larger will tend to be 
his input of family labour per acre, then there 
is little doubt that water buyen used much 
more of total labour input into their fanning 
compared to WEM ownen. If farmen who 
are able to takeifrigaied crops with purchased 
pump irrigation were obliged to pursue 
rainfed fanning, their payments to hired 
labour which are now Rs 4.81 lakh per year 
would have been less than 1/IOih (at Rs 
30,800per year). Considering that our sample 
of water buyen in Umk six villages it just 
3-7 per cent of their population, the overall 
labour absoqHion impact of pump irrigation 
markets is likely to be vety sizeable indeed. 

in 

Overview and Coodualoiia 

This paper has presented the summaiy 
reaulti and analysia of a field study of the 
role of pump irrigation markets in the agrarian 
Iransfornration of lix villages of the 
MuzafTarpur district in north Bihar. Pump 


Tasle 10 ; Laboux AisoamDM IsiPAcr or Pimv bonoAnoH MAsaar 

(tneraU six villages) 


Crop tenon 

Parmer Catofoy 

Area Planted 
(Aoes) 

Total ExpendiluR on 
Hired Lnboar (Rs>* 

Hired labour 
Ui^Acn (Rs)* 

Kharif 


ScUcr 

423.BS 

348051 

821 


Buyer 

239.87 

170246 

709 


Noihifrigaton 

8.75 

870 

99 

Rabi 


Seller 

559.07 

331577 

593 


Bayw 

332.96 

279035 

838 


non-irrigators 

21.78 

688 

31 

Sonuner 


ScDer 

125.47 

71995 

573 


Bi^ 

66.2 

32043 

484 


BMi-inigaMn 

1.75 

0 

0 


• roaaded off to neKeal ha aamker 



inlgrtion nMriESii have emetfed u t roblut 

tnddaminMtinigation imtitiition dwarfing 
mayodierinitilutkiMl tmpulieaaiidMrving 
virtually aa the tole powerhow energising 
lUxthBihar'anew-^oimdagrariandynainism. 
The legkMihaa been virtually floating on an 
uiexhauidble aquifer, and yet, only now, its 
traditional afilcuiluie is beginni ng to acqui re 
(he chatacieriatic of a ‘hydraulic society' 
exploiting the Aill economic potenUal that 
iu water leaource ofTen [Butzer 1976], 

We judged the performance of water 
ntarkett in temu of the quality of irrigation 
service available, the depth and breadth of 
the water trade, and the presence or absence 
of imnopoly pricing. Similarly, we assessed 
the impact of water markets on cropping 
intensity, cropping pattern, labour use, and 
crop yields achieved by water buyers 
compared to WEM owiKrs. North Bihar's 
pumpirrigiiion markets substanii^ly cleared 
this two>fold lest. Although less than 12-1S 
per cent large land^owners owned pumps, 
the markets ensured that irrigation was 
available to almost anyone who asked for 
it, regardless of caste and class barriers. With 
great difHculty, we could find only a small 
sample of 21 cultivators in all the six villages 
who did not make use of any irrigation 
whereas there was no dearth of those who 
did not own pumps but irrigated their crops 
using purchased pump irrigation. This 
suggested high level of breadth of water 
trade; howevo, the depth of the water trade 
was variable; average pumping hours per 
WEM varied between 200-72S; and average 
water purchase per buyer from 22-165. 
Average water purchase per buyer's acre too 
varied by a factor of 2.5 - from 12 to .tf>. 
The quality of irrigation service in terms of 
its relidiilliy and its availability 'on-demand' 
too was good, and social and kinship factors 
played a very minor role in mediating water 
transactioiis. There was a strong element of 
monopoly pricing, however, with the water 
price varying between Rs 20-3(Vhour from 
a 5 hp pump exceeding the incremental 
pumping cost by a factor of 2..5 to y times 
and average total cost by a factor of 1.25 to 
1.8 limes. 

There was also strong indication that 
changes in water price occurred only in 
reiponM to increases in diesel cost; and 
every lime diesel price rose, water price was 
hiked three times the rise in diesel cosi/hour. 

This monopoly pricing could potentially have 

a distributional impact whereby rising 
monopoly rents In water prices mean 

pnognEsiiveirBiisferofirrigaiiun surplus (that 

is, oulpul increase made possible by 
punchaaed iirigaiion) from water buyers to 
pump ownen; and a producliviiy impact 
'►her^, facing high water prices, water 

Ituywi begin uaing leu water than they need 

■o, rowking in potential lou of output and 

incomea. 


The distfibutianal impact of monopoly 
water pricing was signifleant but the 
productivity impact was not. In a village like 
Baiji with high depth and breadth of the 
water trade, the 100-odd pumpowneis in the 
villa^ earned around Rs IS lakh gross/year 
and Rs 8 5 lakh surplus over direct costs of 
pumping; considering that water buyers were 
mostly small and marginal farmers, this 
distributional impact was potentially 
significant. However, the marginal product 
of imgation was so much larger than the 
price of pump irrigation that buyers were 
unmindful ofthchighpriccthey were paying. 
In Panapur village, a focus group discussion 
with water buyers suggested, for example, 
that one lupcespent judiciously on purchasing 
irrigation had a marginal product as high as 
5.5-9.1 kg of maize. 5.1-121 kg of rabi 
wheat, 4.3-10 kg of paddy or up to 43 kg 
of potato. No wonder, then, that the high 
water price was, as yet, a non-issue for north 
Bihar' v water buyers. 

In icrrns of proportion of area irrigated, 
cropping intensity, yields, etc, the water 
buyers systematically out-perfunned pump 
owners. Overall, the study challenges the 
prevailing notion of north Bihar’s stagnant 
agriculture strapped by feudal production 
relations. This notion was perhaps valid a 
decade or even less ago but seents no longer 
true. The agrarian scene in the region seem'' 
in the throes of a massive transformation. 
The average crop yields of major crops in 
the six villages we studied were not yii 
comparable to Punjab's but they were way 
above the best yields that Bihar had recorded 
during the 1989-92 period. And the process 
of agrarian iiansformalion seems to have just 
begun; it will take several yean, before it 
plays itself out. 

Energy supply and pricing policies have 
profound impact on the structure, conduct 
and performance of pump irrigation markets. 
Three areas in which positive governmental 
action can help the agrarian transformation 
of the region. First, improved and more 
reliahle power supply to agriculture is the 
best guarantee togrcaler competition in pump 
irrigation markets. Since groundwater 
overdraft is not an issue in this region, one 
might make a strong case tor using subsidy 
on electricity as a powerful anti-poverty and 
agriculiund development strategy. However, 
even without subsidy, high quality and 
abundant power supply can produce powerful 

beneficial impacis. especially if the power 
cost is levied as a flat charge. A popalaiton 
ofeleciric pumpsei ownets- subject to higha 
flat charge but getting more and relianle 
power - competing with diesel pumpset 
owneni will obhgc the latter to lower their 
monopoly premia in their pump irrigation 
tales. Second, the pump irrigation markets 

will incrcAse theircflectiveiKSsand reach by 

pump ownen taking to rubber pipes for 


conveying water to the buyen' flehb. In 
many parts, on their own, water leUerx have 
gradu^ly bqpin to use these. However, some 
extension and subsidy support to nMer pipes 
rather than to borings can go a long way in 
making pump irrigation markets more 
competitive. Finally, the spurts in pump 

irrigationpricestypi^ during peakiirig^km 

periods ate invariably caused by sc aio n al 
shortages of diesel. Diesel supplicn typically 
treat fanners as second class customcn 
compared to vehicle-ownert who tae stable, 
regular customers. In some parts of Bihar, 
where faimen in many villages have to tnvei 
20-25 km to a dtesd pump, 20-50 per cent 
black market premia on di^ prices during 
peak season are not uncommon. These are 
then passed on to resource poor water buyers 
who often end up paying Rs 3S-6(Vhoiir of 
5 hp pump flow, when their craps are witting. 
Expanding the dealer network of diesel 
suppliers in niral areas and more astute 
supervision of the diesel suppliers during 
pc^k irrigation periods by the administration 
can be of major aid to efficient and equitable 
pump irrigation markets. 

Notea 

(The financial support for this research 
was received from the Swiss Develormem 
Co-opeiaiioii.NewDelhitndtheFDriiPbandaiion, 
New Delhi, which it gratefully acknowledfed. 
Beiidei fieldwoifc conducted by the •olfaan. the 
bulk orthesufv;ydaH were collected by a group 
of IkMA studetiu in counc of their fieldwork 
in Muzaffarpur district in October-November 
1995. Village studies were done by Anaad 
Sfinivstanand Aashidi Raiiogi for Bupnr, Rigcih 
Kumar Sinha for Panapur, Ajay Pal Yudav for 
Monandi. Aiundo Banerjcc and Mukuad for 
Baiji. Rilu Anand for Ajana Court. Ajay K Ous, 
Amtt Chojar and Amit Gupta for Nwiar. The 
autlum are gmefol lo them for their atsisHoce.) 

1 Many rest archers have conieiied the me of 
the term ‘water market’ for such maMctiout 
because in principle, the wMcr they pump 
is noi their pnvaie property and wte well 
ownen sell is merely die aetvioet of iheif 
pumpsei Ifor exaoqde, tee Sateth 1994); it 
is argued tbciefoR duU theac are bett refcned 
lo as pump lental macfceli. Technically, dus 
teems right. However. Ike form watermerkel 
persists in scholatiy literaluie as eho in 
faimen' usage. One itaaon it the simplicily 
of the phrase 'water market'; but piubaMy 
a more correct reason is that wcU owners do 
indeed believe that the water they pump is 
them, and others in die viHage ineluduig 
buyen do not have any terioai objectian m 
long as their righl to extract wafor in foture 
is nut contested. 

2 As a consequence, even at dm cloae of the 
I9g0s, Indradeo Shinna, a aofod tiimlic of 
groundwater iirigalioa in Bihar, Irmndnil, 

“ nilurinrijiirliintiiiiaiilniiiiitaiiaiua. 

The ulliinafo irrigaliM poMSMial thm^ 
groundwater..jit 78 lakh heclam ...it 
lufiiciciii to cover its esMiic net MW* Moa„. 
(however) over 64 pet oeal of its net town 
irea is going without B rig a rinn msd wifUta 
from die in«e(ly of dreu g h u ...(yet) ii cmM 
develop only 28 pur em of its uMaaia 
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S ■ CoiBptMd to 3,470 kg tn Ike Poniab... 
j!!**.^^’ benefit! of groundwater 
~®«opoi«Bl have not been ihiwd evenly by 
•H mc tiw a of tke farmen. The marginal 
fanneri who account for over 75 per cent of 
the fame are lagging behind...” (Shaima 
1989). 

3 Wood found that water sale was not a pure 
economic transaction: it was seen ‘as a favour 
to less capitalised fanniies, a sharing of good 
fortune..bonus income not sought aIter...or 
an opportunity for leverage over another 
fiunily in order to secure mote land or labour 
at pmodi of peak demand..' [p 83}. Thus the 
mobile set of pumps keep moving from ooe 
bore to another'serving pumpset owners (int, 
non-competitive kin sMmd, favoured clients 
third, and then a non-random group of non- 
indmaie others where price is not determined 
by price elasticily but other 'leven^' or 
potm considerations, socially and culturally 
embedded, variably specific to difrerenl 
fiunilies'[SSj. Each pumpset hod its own 
‘lerritoiy' defined by kinship, caste and 
dependent diem families of other tola. A 
pumpset owner could not merely extend his 
terrimey in response to elasticily of demand 
because of the ‘cartel agreement' on a fixed 
lute rate of Rs KVhour ‘so that a desperate, 
weekly networked small fanner cannot secure 
access by offeringahigher price'.The dealings 
of a seller are shaped by ‘concentric circles 
of moral proximity. The greater the moral 
distance from the provider, the more 
mxtrumeiUal the transaction'! 

4 The most important means they deploy to 
develop their competitive advantage is 
investment in underground pipelines with 
pocca outlets in almost every buyer's field, 
thereby minimising seepage of water during 


conveyance. 

5 Water sellers intent on building a water 
businesf in Gujarat facilitate, in myriad ways, 
the transition of buyers who are typically 
small holders from low value to hi^ value 
crops, from single-season cropping to muluple 
cropping, from rainfed to irrigate farming 
technologies - and, in gene^, fnam the 
stagnant niiifed agriculture to the whole new 
world that gets opened U> them by controlled, 
high quality irrigation icrvice. 

6 In pump irrigatioo markets. WEM owners 
enjoy some amount of naluial monopoly 
power, typically, the frumets in the immediate 
neighbourhood of the WEM prefer to buy 
water from it to minimise seepage lasses from 
open channels which ate often 30 per cent 
or more of the water pumped at the wellhead. 
However, as more am) more WEM owners 
co m pet e with each other and use pipelines 
or pucca charnels, the monopoly power of 
each seller tends to decline. 

7 In many arem of Oujiral wheie diesel pump 
owuen have to compete with electric pump 
owners facing a low iocrcmenul pumping 
cost and th eref ore charging tow water rales, 
we conunonly find 3 hp diesel pump owners 
selling water at Rs 15-l6i/hoar. The latest 
round oftnerease in diesel price in June 1996 
came after our field research. However, based 
on the past trend in Barji. our prognosis is 
that while the incicmeaial pumping cost will 
litebyRs I S-2/hour, the pumpbiie tales will 
aboot up by at least Rs S-6/how in north 
Bilw. 


8 In fact the mq|atityoflheiiao4Rigaton ware 
basicaUy part-time farmen; they derived tfaebr 
livelihoods primarily ftom olT-fera and other 
labour work. And if they did not frrigale, it 
was often because their fietds were located 
in up-lying ereat where water could not be 
reached; it was alio often the eese of low- 
stake farming. 

9 Indeed, the most important maimer in which 
the slate could have l^ilitoted this emergence 
is by organising a stable, dependable and 
plentiful power supply to agriculluni 
pumpieis; and we found that this is one aspect 
in which the gavernmeiit of Bihar's failure 
was total and resounding. During the past 
decade, there has been a mcre-or-less complete 
distress-switch by WEM owners from electric 
motors to diesel engines. In this sense, it 
needs to be recognised that the dynamism that 
we found in the agriculhire of iheae villages 
was fuelled entirely by autonomous drive of 
the people. 

10 We could not explore in detail about land 
lease moikel and its associatian with water 
market. However, we did not find much 
evidence in the phenomenon of ‘reverse 
tenancy' that is evident in stiles like Gujaiat 
[Shah 1993) in which small farmen widioul 
WEMs lease out their land to large farmen 
who own WEMs. 

11 While we observed no systematic tUfferences 
in cropping paiteni arid intensity between 
WEM ownen and water buyen, there was 
significant diflieicnce in cropping intensity at 
least in one village Monandi. In this village 
WEM ownen had a cropping intensity only 
65 per cent. Some of oar sampled WEM 
ownen have hmd within Gandak river bed. 
Due to late floods and drainage congestion 
during 1994-95 these farmen could not 
cultivate their land in the river bed in both 
the seasons and land remained fallow 
throughout the year. 

12 This if not the first lime that a researcher has 
found water buyers doing better than WEM 
owners in terms of sgricultural productivity. 
K J Satya Sai (1987) found the same trend 
from the analysis of national sample survey 
data. Shah and Raju (1989) found comparable 
evidence for a sample of villages in west 
Godawari and central Gujarat. However, 
nowhere has the evidence been as emphatic 
as for north Bihar-where we found dial water 
buyers have lecured higher crapping intensi ty, 
better crop yields and matched the cropping 
pattern chosen by WEM ownen. 
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Oilseeds Scenario: Some Issues 


P C Bansil 


Although efforts to increase productivity leveh of tradivonal sources of supply of vegetable oils is welcome, 
this alone cannot bridge the ever increasing gap between supply and demand. Dependence on imports ti risky 
because crop failure or other problems in the oil world may have serious repercussions on the domestic situation. 
The emphasis in the coming years should be on developing new sources, palm ail cultivation, minor oilseeds 
and the processing of by-products of agricultural crops. 


INDIA i» one of ihc leading oilsecdi pro¬ 
ducing countries in the world. With its vast 
and divenc agroH;limatte conditions, it has 
the largest number of commercial vaneiics 
of oilseeds. Besides, the country ha-s a large 
number of minor oilseeds of tree ongin. Bui 
itooically enough, despite this advantage, 
the counuy has been resorting to impon.s 
since late 1970s to meet her domestic require¬ 
ments. As early as in May 1986 the govern¬ 
ment of India appointed a Technology Mi.s- 
sion on Oilseeds (TMO) in order lo harness 
tbebestof production, processing and manage¬ 
ment technologies to accelerate the goal of 
achieving self-sufficiency which, however, 
still remains a distant dream. Presently five 
mujor issues on edible oilseeds are being 
discussed and various policy options arc 
being suggested to pul the oilseed economy 
on an even keel. These are: (1) allocative 
cRiciency. (2) foodsecunly; (3) rolcofTMO. 
(4) demand/supply and (5) future policy 
with particular reference lo liberalisation. 

Over TO per cent of area and produaion 
of oilieeds is in five stales - Gujarat, Andhra 
Pradesh, Karnataka. Rajasthan and Madhya 
Pradesh. It would be of interest to note that 
though productivity levels in India are less 
than half of those in the major oilseeds 
growing countries and around one-thinl of 
the best of world levels, the country is first 
in the world in the production of groundnut, 
sesamum, niger, sunflower and castor, on 
the basis of 1989-94 mean data. It ranks first 
in ares and production in respect of ground¬ 
nut, rapeseed, scremum and linseed. The 
domestic turnover is presently estimated a 
Rs 30W)crore and over one million people 
are directly engaged in the oilseeds s^or. 
While the import of edible oils had been 

coniidetabty reduced, it is again fean^ 
touch the two million tonne mark in 199ft- 
97, having crossed a million tonnes last year. 

The production of oilseeds was stagnating 
at around 12,7 million tonnes from an area 
of l8*l9imllionhectaTes.till 1987 - 88 . There 
was a spurt both in area and production in 
the subsequent sia yean when during 199, ■ 
94 area touched 26.9 million hectare and 

prodSi^l^ million tonnes (Table n. 

Thereiinowamore or less stagnant situation 

since then. Although there have been 
increases In respect of all these oilseed 
during (he earlier sis years, practically the 
whr^ of thif increase wss contiihoi^^ 
royaboan (4.0 million tonnes), rapeseed and 


mustard (RM) (2.6 million tonnes), 
groundnut (1.3 million tonnes) and sunflower 
(0.73 million tonnes). Of these, the position 
of groundnut is rather peculiar, it recorded 
the highest level of increase in area as well 
as productivity (luring kharif 1988-90, which 
certainly was due to seasonal factors. Till 
today that level of ptoduciion (9.7 million 
tannest has not been icache't 


1 


Allocative Efficiency 

It i.s being argued that by substantially 
raising the prices of oilseed/ediblc oils in 

lel ation to those of other fcod crops, allocati ve 

efficiency in favour of the former has distorted 
ihe cropping pattern so as to endanger food 
security. This issue has been discussed at 
length by both Dantwala (1996) and Jhala 
(1996). We may add (Table 2) that dunng 
the period 1987-88 to 1993-94 while Ihc 
support prices of common paddy, wheat ant. 
coarse cereals were raised by 106.7, 102.3 
and 92.6 per cent, respecovely, those o' 
groundruit, rapeseed and mustard, soyabean 
(yellow), soyabca.i' (black) and sunflower 
were raised by only 105.1.88.4,93.3.101.9 
and 117.9 per cent, respectively. In the case 
of groundnut where the price increa.se was 
tothccMcntof 105.1 percent. 1987-88 was 
not a normal year and despite relatively 
higher increases in the support price, area 
under the crop did not show much increase 

from 1988-89onwards negating the argument 

of shift in area from food crops, following 
price incentive. Changes in MSP have been 
esammedseparately with 1987-88 and 1992- 
93 = 100 (Tables 2 and 2A) Since rice and 
wheal have never competed with oilseed.-, 
relevant comparison is only with coarse 
cereals where the increases have been a 
shade higher than mlseeds. However, wc do 
net deny the fact that there was substantial 
oain in area under oilsccdcrops. patticulwly 
under rapeseed and mu.slard m Raj^lhan. 
soyabean in Madhya Pradesh and sunflower 
in Karnataka, up to 1991-92. With hardly 
anv change m the pricing pattern, wliat is 
then Ihe explanation tor a stagnant positior. 

‘‘Thif^was certainly not the result of 
oveo-layng 'vifh 

have, ihcrefme. w be sought elsewhere raher 
than Ihe pnee lactor alone. The real ^«ition 
»Ihrt the recent pnee incfca,ses (which. i f 
cotoMi. 'verc not disproportionate to 


ftaxlgrains) served as a ‘correction factor’ 
to the earlier injustice done to oilseeds as 
explained by Jhala. Areas with low 
pnxiuctiviiy of coarse irereals as well as 
addition from gross cropped area were 
naturally devoted to oilse^s. This actually 
IS a welcome sign, particularly when 
production of coarse cereals from a smaller 
area has increased. 

II 

Food Security 

'• is not correct that the total shift of area 
fTom coarse grain and poises has been to 
oilseeds We have n clear case of Punjab 
and Haryana where practically the whole 
of 1.5 lakh hectares under jowar and bajra 
in Haryana and about a lakh hectare under 
maize in Punjab went to rice during 1986- 
87 to 1993-94. The shift of area under grwi 
ard barley to wheat in the earlier years it, 
of course, already very well documented. 

In-ier to examine the pondon with ne«aid 

to‘fotid security’ we would like locmphasise 
(hat the analysis has to be made scparaiely 
for rabi and kharif and irrigated as well as 
unimgared areas. Soyabean and sunflower 
are.forexample.primarilyuninigatedcrops. 

The shift, if any. will be meaningful only 
in the umtrigal^ areas. Similarly rap" and 
Mustard, a rabi crop can be substimted only 
by rabi crops. An analysis made on this 
pattern throws some interesting siddi^is 
on the issue before us. In Rajastiun, for 
example, none of the rabi crops like wheat, 

gram or bariey has losiany area. Total increase 

under rape and mustard has. therefore, come 
fium increases in gross cropped area only. 

Secondly, in a short period of 8-10 years, 
comparison by tnenniuma gives distorted 
resuli-s (Gulati 1996) Bare 1986-87 is also 
not quite relevant in tome cases. Oilseeds 
s(xnano was more or less stagnant up to 
1987-88. There was a sudden spurt of 5 4 
million tonnes production and 1.8 million 
hectares in area next year, i c, 1988-89. 
Major part of this 1.7 million hectare area 
and 3.8 million tonne production was in 
groundnut (3.3 million tonnes from kharif 
alone). Soyabean and RM gave additiona) 
production of 1.5 million tonnes fioin an 
increased area of only four lakh hcctana. 
Tnis w as due lo cxtreptionally good weadMr, 
giving highest ever yields. 

Area under groundnut nearly doubted 
during 1949-50101965-«6 from 3.98 mintak 
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to 7.70 million hectares, but for another 22 
yean tin 1987-88, it hovered arounct 6-7 
ittilUon hectares. There was aquantum jump 
by 1.7 million hectares next year and with 
an all-time high productivity at 1,132 kg/ 
hectare, the country reaped the highei ever 
crop of 9,7 million tonnes, an increase of 
nc^y 4.0 million lonrtes in one year. As has 
already been stated, this performance has 
never been repeated till today. As tor khanf 
groundnut which is unirrigated and depends 
on the vagaries of nature, it would be rather 
presumptuous to assume that factors like 
prices, etc, have played a significam role tn 
area shifts under crop from year to year. 
Really speaking 1988-89 was the first and 
so far the last year, when the production of 
oilseeds got an unprecedented increase of 

5.4 million tonnes (over 40 per cent) in one 
year, taking the total production of major nine 
oilseeds to over 18.0 million tonnes. 

Sunflower is another completely 
unirrigated crop, primarily grown in 
Karnataka. Mahar^tra and Andhia Pradesh. 
Area under the crap shows wide fluctuations 
from year to year. Having touched 16.51.3 
thousand hectares during I9K7-K8, 
subsequent two years saw a sharp decline, 
but recovered to more or less the same level 
during 1990-91. Next three years saw 
sunflower touching new peaks and during 


1994-95, it had again a sharp decline by 0.7 
million hectare to touch 2 million hectares. 
But area in Karnataka, the major producing 
state, lost about 0.2 million hectare as 
compared with that of 1987-88 Table (2B). 
A long-term study of sunflower productivity 
levels also throws another sidelight - kharif 
and rabi yields were just the same from 
1970-71 to 1987-88. Four years 1985-86 to 
1988-89 showed lowest productivity levels 
and present levels are lower than those of 
the period 1070-71 to 1975-76. 

Since area shifts both in the case of 
groundnut and sunflower arc by and large 
dictated by the seasonal factors, it is really 
very difficult to say with certainty, if there 
IS any positive trend in this respect. The area 
under groundnut and sunflower is expected 
to stabilise at around 6-6.5 and 2-2.5 million 
hectares respectively, depending upon 
vagaries of nature. Wc will therefore 
concentrate our di.scu.uion only on the other 
two oilseeds, soyabean and rapeseed and 
mustard (RM) in more details. 

Rapeseed and Mu.erAaD (RM) 

The area under the crop hovered around 
four mitlion hectares and production 2..*' 
million tonnes up lo the mid-1980s (say 
1986-87). The next four years saw a spurt 
both in area and produnion. During 1990- 

TABif 2A. Area undea Sunklowex 


91, the country produced 5.23 mllljon tonnes 
of the crop from an area of 5.78 million 
hectares. Since then (1991-92 - 1995-96) 
more Of less a stangnant situation has again 
been witnessed with an area a little over 6.0 
million hectares and production a little less 
than six million tonnes. 

At the state level (Table 3) the crop is 
important in five states, viz, Rajasthan, UUar 
Pradesh, Madhya Pradesh. Haryana and 
Gujarat, where area under RM increased by 

2.4 million hectares (83.0 per cent of total). 
Of this UP and Haryana contributed around 
5 lakh hectares, in Haryana the total increase 
of ] .6 lakh hectare in irrigated area came 
from GCA. It is only the balance of 1.4 lakh 
hectare (unimgaled) which came primarily 
from gram (0.87 lakh hectare) ^ othw 
miscellaneous crops (Table 3A). As regards 
UP. the position is rather peculiar because 
there are no separate data available for pure 
and mixed crop cither under the total crop 
or irrigated/unirrigated area. There is an 
increase of a total of 1.9 lakh hectare in the 
area under RM which appears to have been 
the result of a shift primarily from barley 
(Table 3B). Total loss to foodgrains in these 
two states would then be (1.4 a- 1.9) 3.3 lakh 
hectares. In Rajasthan the year 1987-88 
had a poor crop due to severe drought and 
1986-87 the bert. Hence, it would be prodent 

( ’(A’A) htckiral 


Sutte 


1986-87 

1987-88 

1988-89 

Amfiva Pradesh 

Khanf 

.IM 

90.,1 

6.1 1 


Rahi 

14 3 

602 

42.1 


Total 

85 7 

1505 

105 5 

Haryana 

Rabi 




Kanuiaka 

KhanI 

158 7 

611.9 

277.(1 


Rahi 

219.1 

422 7 

2115 


Total 

597 8 

1056 6 

490.5 

Mihanshira 

Khanf 

1881 

24.1 5 

271,1 


Rahi 

125 5 

162 1 

182 2 


Total 

111 * 

405.8 

455 5 

Punjab 

Rabi 




Alt India 

Khanf 

6115 

990 8 

6449 


Rohi 

409 0 

660 5 

458.9 


Total 

1022 5 

1651 1 

1101 8 


1989-90 

1990-91 

1991-92 

1992-9.1 

I9U3.94 

1994-95 

1995-96 

60.3 

99.£ 

” 1.^06 

1505 

204 5 

970 

897 

.17.1 

62 7 

1.11.3 

1.59.5 

185 1 

.305.6 

21.2.4 

97 6 

162 5 

281 9 

110.0 

389.' 

402 6 

372.1 

80 

48 

KXIO 

400 

400 

14,4 

50.0 

2.58.3 

18.1 7 

592.7 

.522.2 

885.7 

353.3 

527.5 

128.6 

511 4 

604..1 

.546.3 

583.6 

486.2 

486.2 

586 9 

895 1 

1197 0 

1068.5 

1469 3 

8395 

IOi3 7 

188.1 

1981 

200,9 

200 9 

2477 

2i04 

201.7 

226 7 

298 7 

174 8 

269.3 

323.8 

299 7 

294.6 

414.8 

497.0 

.175 7 

470.2 

571.5 

510.1 

496.3 

20 0 

140 

82 9 

85 (1 

K.S0 

95.0 

103.0 

,548 1 

714.9 

973 2 

919.0 

1.378.6 

694 4 

857.3 

644 2 

917.9 

11406 

1166,3 

1289.2 

1302 9 

1300.2 

192 1 

16.12 8 

21118 

2085.3 

2667.8 

1997 3 

2157.5 


Tabu 3 Axfa Uniihi RapesuiD and Mcitarh C»iir as also rw** a Few Mak» Competino Ciiws 

(Area lit '000 hectanee} 


Stiscs 


Kancsced and Mttitsrd Wheal_ _Qram- 

1986-87 1994-95 1986-87 1994-9.S 1986-87 )994-9.S 


Bariev Guar Jowai 

1986-87 1994-95 1986-87' 1994-95 1986-87 1944-93 


Rajatthaa 

851.7 2280 2 

1843.4 

2321 9 

1411 7 

1586.5 

(1.524,91 

(478 5) 

(147 1 

SI 

Uttar Pradesh 

97.3.5 1115 5 

8405,4 

8995 0 

1492 2 

1036.5 


(189 81 

(.589 6) 

(501' 

41 

Haryana 

276.0 580.0 

(782 0 

1986 0 

610 0 

403 0 

(.104.0) 

(204 01 

(207) 

2741 4 

Madhya Pradeth 

131.2 665 1 

3502 2 

4193 1 

2217 7 

(.147 4) 

1652 

iH1 

(521' 

71 

OajnfM 

181.7 .189 0 

315 1 

720 8 

416 

152 9 

(207.3) 

(405 7) 

(109: 

3) 

A Total 

2614.1 5029 g 

15848 1 

18216.8 

5775 (1 

5920 .1 

B Total: an bdui 

(2415.7) 

3718.6 6060 2 

21111.2 

25699.8 

6981 6 

7.542 6 

AHBH’OCMofB 70.3 83.0 

68 5 

70.9 

82 7 

78 5 


Note Data la pMcMhesis le p icieiH the ehange between ihe iwo periods 


282 6 216 2 

-(46.41 

544 I 179,7 

-(164 4) 

68 0 58 0 

(! 0 ) 

1 .15 o 86 7 

-(4‘‘ 2) 

6 7 Nil 

|()(7 1 760,6 

1224 7 890 8 

84 7 85 4 


1751 4 

1762 2 

2 2 

3.0 

247 5 
(87) 

160 8 

57 1 

141.1 

2058.2 

2067.1 

2101.5 

97.9 

2101.1 

98.4 


1006.4 678 6 

-4127 8) 

579.4 397.9 

-HI8I.5) 
151.0 113.0 

(.18.0) 

1912 I 1043.1 

-(869.0) 
S82.I 344.1 

-<538.0) 

4531.0 2576.7 

15947.9 11514.1 

28.4 23.4 


^ - • ' M Mwl 


.<4^ iim'i 


to study the trend from 1988-89 onwards. 
There was a- marginal decline in gross 
unirrigated area sown during 1988-89 to 
1993-94(Table 4), but irrigated area increased 
by 1.2 million hectare. RM is the major 
oilseed crop in the state and there has been 
a spectacular increase in area by a million 
hectares between the period from 1988-89 
to 1994-95. 

RM is grown in the rabi season and the 
question of replacing coarse cereals does not 
arise since the major coarse cereals, viz. 
jowar, bajra and maize are grown during the 
kharif season. Even otherwise, whatever the 
decline in kharif coarse cereals is taken over 
by soyabean (kharif). The only rabi coarse 
grain in the state is barley with an area of 
around 2.4 lakh hectares, which came down 
to 1.8 lakh hectare during 1993-94, but again 
picked up to Its origi nal level next year. Even 
this would not then appear to have been 
replaced by RM if year to year area under 
the crop is examined. Nor has it replaced the 
area under wheat which itself has increased 


over the years. Increase of 1.1 milikm hectare 
under irrigated grou cropped area has been 
shared by wheat and An interesting 
question which calls for an in-depth micro- 
level study is that with a small decline in 
the gross unirrigaied area during 1988-89 to 
1993-94, wherefrom around 4.01akh hectares 
under unirrigated RM came. 

Same is the story for Gujarat where area 
under RM increased by 207.3 thousand 
hectares during 1986-87 - 1994-95 along 
with similar increases in all the other rabi 
crops. The phenomenon can be explained 
only by the possibility of the farmers' decision 
to di vert unirrigated jo war (kharif) inCujarat 
to RM (rabi). The positiem is all the more 
complicated in MP where area under RM 
has gained by over three lakh hectares along 
with increases in area under gram and wheat, 
according to area estimates, and by two lakh 
hectares according to land use statistics of 
the dcpaitment of economics and statistics. 
But increase in area under RM (rabi) and 
soyabean (kharif) is much more. Even if this 


assumption of jowar in Gujarat going to rabi 
RM is correct (wWch needs to be verified 
at the field level), total area lost by foodgrains 
to RM in these live states is 3.3 lakh hectares 
in UP* and Haryana during rabi season and 
2.0 lakh hectares in Gqjarat during kharif 
season or a total of 5.3 lakh hectares (just 
20.7 per cent of the total gain of 25.59 lakh 
hectares by RM). 

Soyabean 

The first phase of soyabean in Madhya 
Pradesh started in the early 1970s due to the 
efforts of the then director of agriculture 
(K V Raman et al 'Agricultural Research 
Systems and Management in the 21st 
Century’, NAARM Alumni Association, 
National Academy of Agricultural Research 
Management. Hyderabad). The second phase 
of the growth process started around 1984- 
85 when the processing industry took root. 
Real breakthrough came around 1989-90 
with the discovery of short duration, early 
maturing (90 days) high yielding soya 


Table 3A: Aula unii» Comtitnc Csofs Raksebd and Mdstasd in Habyana 


('000 hectares) 


liens 


1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 Changeover 
1986-87 

Cross Area 

Ini 

3912 

3883 

4074 

4253 

4237 

4339 

4472 

45t5 




Unirri 

1749 

803 

1938 

1397 

1682 

1231 

1380 

1300 



Wheat 

Irri 

1717 

1696 

1782 

1817 

1805 

1772 

1922 

19.58 

1986 

203 


Unini 

66 

35 

45 

40 

45 

.34 

42 

36 



Rice 

Im 

620 

462 

.595 

637 

655 

634 

704 

752 

795 

167 


Uniiri 

8 

2 

7 

4 

6 

3 

3 

3 



Jowar 

Im 

SO 

75 

61 

55 

61 

58 

71 

58 

113 

-39 


Unini 

102 

.59 

94 

48 

68 

44 

47 

32 



Bajra 

Ini 

119 

132 

109 

133 

94 

106 

III 

100 

.5*4 

-190 


Unini 

65.S 

353 

677 

494 

515 

451 

525 

408 



Gram 

Im 

207 

131 

136 

157 

141 

88 

89 

83 

403 

-208 


Unirri 

404 

69 

509 

.369 

508 

219 

299 

.323 



Rapeseed and 

Ini 

190 

281 

266 

318 

300 

428 

360 

354 

580 

315 

musiard 

Unirri 

75 

35 

99 

119 

174 

210 

194 

212 




Table 3B: Abea unocs C^OMrermu Oiors lUresuo and Mustabd in Uttak Pbamsh 


f'000 hectares) 


Items 


1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 Changeover 
1986-87 

Grou Area 

Ini 

13411 

13920 

I4II3 

14375 

14771 

15426 

IS996 

16364 




Ufuni 

11787 

10508 

III39 

10971 

10709 

9856 

%77 

9181 



Wheal 

Ini 

7244 

7457 

7656 

7603 

7669 

77% 

8105 

8286 

8995.0 

589 


Umm 

1162 

1028 

1046 

1034 

899 

835 

804 

744 



Rice 

Im 

2126 

1932 

2088 

2350 

2440 

2649 

2929 

3114 

5421.9 

-120 


Uaim 

.3416 

28SO 

3288 

3079 

3177 

2764 

2548 

2254 



Jowar 

Irri 

6 

10 

6 

8 

7 

7 

9 

7 

465.9 

-11.1 


Untm 

•573 

578 

548 

563 

520 

453 

463 

462 



Bajra 

Ini 

27 

90 

42 

43 

36 

43 

44 

49 

761.7 

-94 


Unini 

829 

696 

794 

100 

749 

703 

794 

781 



Maize 

Irri 

307 

393 

311 

.345 

341 

347 

3.50 

375 

1047.5 

-168 


Unini 

909 

752 

841 

814 

754 

729 

733 

726 



Gram 

Im 

259 

258 

241 

229 

232 

204 

193 

181 

938.3 

-504 


Unirri 

1233 

1134 

1083 

1075 

1043 

901 

872 

832 



Barley 

Irri 

256 

261 

250 

233 

213 

217 

219 

203 

337.3 

-207 


Unini 

288 

269 

254 

237 

213 

193 

185 

169 



Other pulses 

Ini 

390 

394 

392 

411 

464 

432 

472 

516 

1323.8 

140 


Unim 

794 

734 

770 

820 

882 

862 

897 

>57 




Irri 

281 

353 

369 

375 

474 

632 

536 

551 



nwitsfil (purei 


973.5 

1029.4 

1045.0 

1064.3 

III6.I 

1292.7 

1205.7 

1146.1 

1163.3 

189 


Unirri 

176 

ISO 

194 

202 

219 

220 

213 

216 










vtiietiei [Keith 1990], then replaced 
ktaarif fallows and sulntituted low yielding 
jowar and bayra. It was also cultivated as 
catch crop in some areas |Gol 199S]. 
Soyabean has the clear additional advantage 
of being grown on land that would otherwise 
lie fallow during the kharif season, thus 
ensuring sufficient soil moisture lor the 
following rabi wheat crop. Growing soya, 
a leguminous crop, on such lands also helps 
to fertilise the land, while shedding of its 
leaves conserves needed moisture. 

State level analysis (Table 5) shows that 
the only important states for soya are Matlhy a 
Pradesh, Rajasthan and Maharashtra 
accounting for over 95 per ecni of the area 
and production. In Madhya Pradesh, there 
has been a significant increase in gross area 
sown, but primarily the irrigated one, 
resulting in higher cropping inicnsiiy. In 
fact, major pan of unltngatcd wheat and 
gram appears to have shi fted to imgaled one. 
However, white irrigated gross sown area 
has increased over the years by 2.1 million 
(icctaies (TaWe 6) gross unirrigatcd area 
increased by only 0.5 lakh hectare Area 
under soyabean in Madhya Pradesh, purely 
a kharif crop (all unirrigaicd), has increased 

Tabu 4 TstNii of Gross Abca 


by 2.2 million hectares during 1986-87 to 
1993-94. Similarly, unirrigated area under 
rice and maize (both kharif crops) has also 
increased marginally. The only kharif food 
crop which has lost unirrigated area by about 
627 thousand hectares is jowar (Table 6). 
Soyabean has also replaced panially small 
millets and pulses in the state, (small millets 
279 thousand hectares and kharif pulses 276.7 
thousand hectares) adding to a total of 1.18 
million heciare. However, the increa.se in 
area under soyabean has been to the extent 
of 2,2 million hectares. Thus, where from 
the remaining one million heciare has come 
remains unexplained from theavailahic data. 
Total loss of area under foodgrams to this 
crop in all the three states is around two 
million hcciarc.s - 1.18 million hectare MP. 
0.35 mi Ihon hectare Rajasthan andO, 5 million 
hectare Maharashtra. 

HI 

RoleofTMO 

Area under oil.secds reached its peak at 
26.9 million hectares dunng 1993-94 and 
declined by 1.64 million hectares the very 
next year This was shared by all the major 
oilseed crops. An analy.sis dcnnglhe period 


1986-87 to 1993-94 shows that of the total 
increase of 8.27 million hectares the share 
of RM and soya alone was 5.6 million hectares 
(68 percent). Thediscussion intbe ptece^ng 
paragraphs show that only 2.53 million 
hectares (0,53 RM and 2.0 soya) (45 per 
cem) of these two crops replaced foodgmns. 
Of the balance of around three million 
hectares, after taking into account die share 
of increase from gross cropped area, increase 
of another 1,4 million hwtare (0.4 million 
hectare RM and one million hectare srqra) 
area remains unexplained. 

Admitting that over the years, area under 
coarse cereals has declined due to their 
replacement by oilseeds crop, let us now 
examine the trend of foodgrains and coarse 
cereals production in the major oilseeds 
growing states (Tables 7A and 7B). It may 
be observed that although there ts a decline 
in area in respect of jowar and bajra 
production increased in both the cases. In 
fact, during 1992-93. the country produced 
P 81 million tonnes jowar from an area of 
Ij mttlion hectares against 12.2 million 
tonnes ’ 6 million h-^rares dunng 1987-88. 
There is however no denying the fact that 
there wci; unusual fluctuations in the 

, '000 hecutnsi 


Sown t'NiifPt A Ffw CoMfcnNc; Cxnrs ir RAptsEtn anu Mlstarl' Cbop in Rajasthan 


lieim 


Cross area 

Im 

Uttim 

Wheat 

Ifn 

Dnim 

Bajre 

Im 

Unim 

Maize 

Im 

Unim 

Soyabean 

Im 

Dmm 

Rapeseed and inisanl 

Im 

Unim 

Bariey 

Im 

Unim 

Gram 

Im 

Umm 


I986-K7 

l*)87-gli 

I98R-89 

19*9-90 

1990-91 

1991-92 

1992-9.3 

4^51 

3995 

4365 

4461 

4652 

5264 

5486 

I32R9 

93(3 

14474 

13442 

14728 

12829 

14861 

IA62 

1.374 

1591 

1.322 

1626 

1676 

2067 

IMl 

16(3 

179 

128 

188 

10.3 

184 


21X1 

t2i 

144 

82 

148 

82 

S07'» 

.3.371 

.3.389 

4784 

477.3 

4449 

4920 


71 


60 

18 

119 

85 

7S8 

7.31 

8i)3 

884 

966 

830 

826 


S4 

106 

169 

144 

172 

209 

56 


761 

940 

1040 

1273 

1583 

1368 


ni 

429 

424 

646 

640 


■»4'» 

:\o 

203 

183 

194 

228 

207 

41 

3.3.3 

1(1.37 

26 

38 

^2 

40 

26 

57 

IM7 

231 

272 

308 

229 


487 

10,31 

87.3 

1.343 

800 

1200 


Tabu .S' Aria iniv-r .SovAjnf, ani> Major I I'MptoNC Crdts 


1993-94 1994-9S 


5595 

rlA 

13659 

NA 

1907 

2321 9 

106 


126 


4237 

4971.1 

145 


77.3 

927.2 

30.3 

403.3 

41 


1395 


841 

22S0.2 

1.54 


24 

236.2 

261 


961 

IS86.5 


('000 hecumsi 


Stales 

Sovnheen 

-TtJSSir-R93-6T 

Madhya Pradesh 

1209 6 
(201.3 63 

3225,2 

Rajasthan 

52 0 

1351 .33 

40.3 3 

Msharashin 

546 
<505 93 

3n).3 

Tout 

1.316 2 
(2872 *3 

4189 0 

Total all laiSa 

1526.8 

43179 

Above luiet as per ccai 
u( all India 

«6.2 

97 0 


• Kharif jowar mm show* io pareMhexu 



1994-65' 

1956*7 

1994-65 

I986.8T 

IWs-fl'S" 

1956-17"" 

T95t5jr 

“i^T: r 

(1897 43 

104,3 1 
(1(33:53 

.5040 9 
(10* 53 

5.349 4 

165 9 
-(24 31 

141 6 

850.1 
(7 9) 

858.0 

(864 93 
l(X)6 4 
(l(X36 43 

67* 6 
(67*6) 

1468 
(12 3) 

159 1 

.5281 0 
-(.302 9) 

4978.1 

973.3 

-(46.l> 

927i 

(327 8) 
63.34 8 
(;869 3) 

5351 4 
(2202 83 

3527 2 
(I0«) 

15 38 1 

37.33 7 
(32 1) 

1765 8 

8.3.8 

(162.23 

246.0 

j6(-6-33 
9233 3 
(577.3 13 

7073 1 
(.391.3 9) 

6714 9 
(.331 7) 

7(M6 6 

71806 
(295 13 

6885.5 

1907 2 
(124 0) 

2031.2 

11859 2) 
15947 9 

11514 1 

411667 

42813 8 

11266 0 

(Oil2.7 

.5923.1 

613S.I 

58(3 

614 


164 

63’ 

67,4 

322 

33.1 


P ■ 


- 1 . 



production which could be attributed to 
weather aberratioiu. The overail tiend of 
production has been upward. This has been 
possible due to increase in the productivity 
of coarse cereals and areas of low productivity 
having shifted to oilseeds. This change in 
the scenario of achieving higher production 
from lesser area is most desirable and 
welcome since it will help growing more 
high valued crops. Further, there has also 
not been any decline in the total foodgrains 
production. Rather, it has attained new peaks 
year after year except in 1991-92 when there 
was an abrupt decline due to drought affecting 
all important foodgrain crops. Thus, the 


question of ‘food security’ is ill-founded. 
If we are in a position to improve the yield 
of wheat alone by 30 per cent In the low 
wheat yielding states of Uttar Pradesh, Bihar 
and Madhya Pradesh, we may perhaps 
increase our foodgrains production by 
another 12 to 14 million tonnes. Thus, one 
or two million tonites fluctuation in coarse 
cereals production should not be a cause for 
concern for ‘food security’. It must also be 
appreciated that additional areas under 
oilseeds which are leguminous crops also 
help to improve soil fertility. Time has come 
when we have to enlace the scope of food 
security to include oils as essential 


components. More so, when we find that 
under the existing productivity levels, per 
hectare availability of calories and protc^ 
is much higher from oilseeds than cereals 
fTables 7C and 7D). Since total area under 
oilseeds has now stabilised at around 26 
million hectares it appears that any more 
additions, if at all, will only be marginal. To 
meet the future requirements, we will 
therefore, have to tap non-conventional 
sources besides constant endeavour to 
improve productivity of mqj or oilseed crops. 

The Technology Mission on Oilse^s 
Production set up in May 1986 aimed at 
providing with latest technology, plant 


Table 6: Trend op Gboss Area Shown and Area under a I%w OoMPcnNo Chon Soyareen in Madhya Pradesh from 1967-87 to I99}-94 

('000 hectaresf 


Items 


1986-87 

1987-88 

1988-89 

1989-90 

1990-91 1991-92 1992-93 

1993-94 

1994-95 

Grois Area 

Im 

3456 

3457 

3785 

3739 

4431 

4757 


4918 

5529 



Unirri 

18758 

19257 

18923 

18710 

19449 

18332 

18889 

19300 


Wheal 

Jrri 

1405 

1436 

1677 

1543 

2014 

2040 


2090 

2668 

4I93.I 


Unim 

2089 

222.3 

1982 

1733 

1812 

1499 


1574 

1472 


Rice 

Irh 

1053 

977 

994 

1020 

1019 

1137 


1194 

1187 

5349.4 


Unim 

3952 

3874 

.3976 

.3946 

4060 

3955 


3927 

3994 


Maize 

Im 

11 

8 

8 

9 

9 

12 


10 

10 

858.0 


Unirri 

8.30 

831 

84.3 

861 

859 

856 


889 

884 


Jowar 

Im 

2 

3 

1 

2 

1 

1 


1 

1 



Unirri 

1904 

2083 

1800 

1736 

1637 

1370 


1412 

1277 

1043.1 

Cram 

Im 

.379 

.350 

391 

452 

549 

611 


617 

704 

2741.4 


Unirri 

1835 

1883 

1842 

1702 

1910 

1523 


1725 

1634 


Tur 

Irri 


1 

1 

2 

2 

2 


2 

2 

356.5 


Unirri 

433 

450 

448 

437 

437 

402 


419 

424 


Rapesoed and 

Im 

96 

112 

137 

138 

204 

274 


265 

279 

665.1 

Mustard 

Unirri 

2.32 

.326 

338 

.310 

364 

329 


.369 

416 


Soyafaeen 

Unirri 

1209.6 

1.329.4 

1475.8 

1877.7 

2149.4 

2648.8 


3054 

3415 

.3225.2 

Sn^l miHeUi 

Unirri 

1289 

1268 

12.32 

1203 

1177 

1106 


1058 

1038.9 

979.8 

exher khanf 

Unirri 

1052.2 

1001.7 

949.3 

930.5 

915.7 

842.5 

827.3 

826.3 

739.3 

Pulies 


2.25 












Table 7A; Area under Jowar, Bajra, Gram and Barley 















('000 kectaresl 

State 

Jowar 



Bajm 



Gram 



Barley 



1986-87 1994-95 

Change 

1986-87 

1994-95 

Change 

1986-87 

1994-95 



Andhra Pradesh 

1656.1 944.4 

-711.7 

336.0 

137.3 

-198.7 

59.5 

168.2 

108.7 

- 

- 

- 

Gujarai 

882.1 344.1 

-538.0 

1274.4 

1204.6 

-69.8 

43.6 

152.9 

109.3 

6.7 

- 

-6.7 

Karnataka 

26.39.7 2165.4 

-474.3 

485.1 

294.1 

-191.0 

230.0 

441.2 

211.2 

- 

- 

- 

Madhya Pradesh 

I9I2.I 1043.1 

-869.0 

165.9 

141.6 

-24.3 

2217.7 

2741.4 

523.7 

135.9 

86.7 

-49.2 

Maharashtra 

63.34.8 .5351.4 

-983.4 

1733 7 

1765.8 

32.1 

482.4 

763.2 

280.8 

9.0 

2.0 

-7.0 

Rajasthan 

1006.4 678.6 

-327.8 

5281.0 

4978.1 

-302.9 

1411.7 

1586.5 

174.8 

282.6 

236.2 

-46.4 

Tamil Nadu 

730.4 432.0 

-298.4 

298.3 

191.9 

-106.4 

8.2 

9.6 

1.4 

*. 

- 

- 

Uttar Pradesh 

579.4 397.9 

-181.5 

836.4 

844.0 

-12.4 

1492.2 

1036.5 

-455.7 

544.1 

379.7 

-164.4 

Total above 

15741.0 11356.9 

-4384.1 

10430.8 

9557.4 

-873.4 

5945.3 

6899.5 

954.2 

978.3 

704.6 

-273.7 

All-India 

15947.9 IISI4I 

-4433.8 

11266.0 

102^.7 

-1043.3 

6983.6 

7542.6 

559.0 

1224,7 

890.8 

-333 9 



Taole 7B: PaoDumoN of Jowab, Bajba, Cbam and Babuty 















('000 tiecuirfil 

State 

Jowar 



Bain 



Gram 



Bwlcv 



1986-87 1994-95 

Change 

1986-87 

1994-95 

Change 

1986-87 

1994-95 1 

Change 1986-87 1994-95 

Change 

Andhra Pradesh 

994.1 642.1 

-332.0 

195.8 

107.1 

"‘SS.T 

15.3 

136 1 

120.8 


• 

- 

Gujarat 

245.1 191.6 

-53.3 

1026.9 

1272.0 

245.1 

28.1 

122.2 

94.1 

6.8 


-6.8 

Karnataka 

2108.4 1637.9 

-470.5 

230.5 

II8.I 

-112.4 

88.7 

221.6 

132.9 



- 

Madhya Pradesh 

1301.4 700.6 

-600.8 

123.9 

120.6 

-3.3 

1480.3 

2487.2 1 

1006.9 

147.5 

115.5 

-38.0 

Mahanuhlra 

3092.4 4.580.8- 

1488.4 

465.2 

MI3.3 

648.1 

129.4 

468.6 

339.2 

6.5 

1.4 

-5.1 

Rajasthan 

238.8 273.1 

34.3 

lOIS.I 

2368.4 

1553.3 

823.5 

1371.1 

547.6 

410.9 

436.9 

26.0 

Tamil Nadu 

6S8J 490.0 

-168.5 

281.1 

230.9 

-50.2 

5.4 

6.4 

1.0 

- 

- 

- 

Uttw Pradesh 

467.5 39.3.9 

-73.6 

774.4 

862.7 

88.3 

1233.2 

948.0 

-285.2 

800.2 

780.9 

-19.3 

Tmil above 

9106.2 8910.0 

-196.2 

4IIZ9 

6393.1 

2210.2 

3103.9 

5761.2 1 

1957.3 

1371.9 

1334.7 

-37.2 

AH-india 

9185.4 8965.3 

-220.1 

4SI3.S 

7159.3 

2645.8 

4531.8 

6435.5 1 

1903.7 

1669.4 

1727.2 

S7.8 


P, - . p • 


A-196 


w. • ly r 
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protection umbrella and credit facilities to 
boottoilaeeds production in the selected 180 

districts. To achieve these objectives, 
improvefnents of drainage in heavy rainfall 
areas, water conservation techniques in low 
rainfall areas and increase in plant density 
per unit area and intercropping of oilseeds 
with some pulses to contntl pests were 
recommended. In addition tothcTechnology 
Mission, Ntiion Oilseeds and Vegetable CM Is 
Development (NOVOD) Board, a statutory 
body under the union ministry ufagricului re. 
government of India, established under 
NOVOD Board Act 1983, has also special 
programmes for integrated development of 
oilseeds and vegetables oil industry. The 
primary object before coming into existence 
of the TMO and NOVOD was to bri ng about 
a technology breakthrough in the oilseed 
scenario so as to achieve seir-sufficiency. A 
sudden increase of S.38 million tonnes in 
oilseeds production (of this, groundnut alone 
3.8 million tonnes) in the very first year of 
the TMO gave a boost to the Mission. It has. 
however, to he realised that this was due to 
seasonal factors in the case of gnxindnui and 
the momentum already created in the case 
of soyabean, sunflower and RM. 

The first phase of the growth of soya in 
Madhya Pradeidi took place in the late 1970s 
when the then director of agnculture laid 
demonstration of the crop on 5,000 hectare 
during 1978. A guaranteed market pnee of 
R$ 7S per quintal was offered. Bncouraged 
hy the results of these demonstrations, a high 
pitched extension campaign was launched 
highlighting the financial hencfii and 
economic gains received by soyabean 
cultivalors: ‘EkRoopycIteDoRoopye'fTwo 
rupees worth crop for investment of one 
rupee) was the slogan. The idea caught on 
and area increased progressively (paper by 
R P Kqioof presented at the N A ARM Alumni 
Association, 1988). There arc large areas in 
the Malwa and adjoining regions in MP with 
deep black soil and high rainfall in the 
monsoon. These soil and climatic conditions 
make it difficult for the fainKTs to cultivate 
this potentially productive land in khanf 
with high-value crops. Mostly the cropping 
pattern was either jowar or maire in khanf 
and wheat in rabi. Yields in both ca.scs were 
low. Researchen from thclilinois University, 
who were working with the State Agnniltural 
University, based on the research re.sulis of 
the University field experiments 
recommended that soya cultivation would 
be profitable for this region. Soya is a short 
duration kharif crop; it could he harvested 
in time to enable wheat planting in rabi on 
the lame plot of land. Furthermore, the 
I^SUtninous character of soyabean helps soya- 
wheat cropping rotation (Daniwala 1990). 
^ith the tempo already created, soya got a 

*bo* in the am 1^ thecoming up of pcocc.ssi ng 

■ndunry during 1^45 and discovery of 
tdKM duration early maturing varieties as 
Blnmdy diictiited. 


We have seen (Table 2) (hat there being 
no relative price advantage for RM as 
compared with coarse cereals or gram and 
there being no technological breakthrough, 
the question then arises as to what happened 
during the laic I98()s, a period of 5-6 years, 
which led to this spurt and a subsequent 
stagnation. A scrutiny of the data shows that 
the upward movement in area had started 
during 1984-85 before the TMO came into 
bci ng and it would appear to be a coincidence 


that the movement got momentum 
immediately after the setting up of the TMO 
during 1986. Tlie real aiuwer to this puzzle 
appears to be outside the scope of the TMO, 
etc. As would be appreciate, the demand 
for liquid RM oil is limited to the eastern 
region (particularly West Bengal). During 
rtie pciie 1985 to 1991, the usage of RM 
oil was allowed in varying proportions in 
the vanaspati industry. This permuikm has 
since been withdrawn and there is a near 


Table 7 C. Availabilitv uf Caetsues Ustained feum Selected Cdaue Ceain and 


OtLSEEDS-^AvEkAcE I9S6-I99I) 


(milUvn/hetl) 


State 


Jowar 

Bajm 

Groundnut 

Repeseed and 
Mustard 

Sunflower 
and Soyabean 

1 

Ul 

1 

UI 

1 

Ul 

I 

UI 

' 

Ul 

Andhra Pradesh 

Khcnf 

606 

1.94 

4.17* 

1.86 

5.65 

4.51 

_ 


3.16 

. 


Rabi 

5.40 

1.97 

- 

- 

8.05 

4.78 



5.48 


Gujarat 

Khanf 

2 4i 

1.17 

3.97 

2.42 

7.43 

3.56 

6.34 

3.71 

- 

341 


Robi 

3 7.3 

2.32 

5.66 

- 

9.48 

- 





Komaiaka 

Kharif 

8.85 

3.48 

3.75* 

1.76 

4.92 

3.64 

- 

- 

2.48 

3.06 


Rahi 

441 

1 55 

- 

- 

8.31 

7 47 



2.48 


Maharashtra 

Khanf 

- 

3.86 

3 I8» 

1.77 

- 

- 

- 

- 

2.68 

4J4 


Rohi 

.3.33 

1.57 

- 






3.83 


Punjab 


- 

- 

- 

- 

5.95 

3.79 

5.31 

3.55 

1034 

- 

Madhya Pradesh 


- 

3 10 

446 

2 89 

6.60 

4.83 

6.62 

2.50 

2 05 

3.97 

Haryana 


- 

- 

3 -34 

2.08 

- 


5.97 

3.79 

10.22 

- 

Rajasthan 


- 

- 

3.29 

1.34 

7.03 

4.25 

5.19 

4321 

- 

4.58 

Tamil Nadu 


751 

.t.34 

- 

- 

9.81 

5.65 

- 

- 

- 

- 

Uttar Pradesh 


- 

- 

- 

- 

- 


- 

- 

6.53 

* 10 


S'ltir.’i I - Irrigated and UI - Unirrigated 

Calculaliun for calories per hectare Ik - been mode on the basis of the loial nur.iber in the 
respective gnun/oilseed according to ‘Nutritive Value of Irdian Foods, Nalional Iniaititte of 
Nuiniion' They are based on average yields, whi.v replacement nf cosne cereals is pnmaitl.v 
from low yielding unimgaled areas. 

* Data for sunflower and soyabean which are only unirrigated relates to 1990-95. avnage. 
Stmrte. Bansil PC,A/inrullurdlSuilistii ulCitmpendtum. Vol I 1992and lupplemcm l996foryield 
levels 


Table 7 D' Compaxative AvailaBiltty of Proteins OsTAtNEO from Coarse Grains and 
Oilseeds- tAvraAOF 1986-1991) 


iKf/hea) 


State 


Jowar 

Bajra 

Groundnut 

Rapeseed and 

Sunflower 







Mustard 

and Soyabean 



t 

“DT 

■ 1 nr 

t ur 

I 




Andhra Pmdesh 

Khonl 

180.54 

.57.72 

IM 10 6009 

252 49 201.14 

- 


tOO.98 

- 

Rabi 

161 to 

58 76 

- 

.35926 213-53 

~ 


175.03 


Ciujarat 

Khanl 

71 46 

.35 16 

127 72 77.72 

.331.68 1.58.88 

2.34.4* 

l.’7 0 


3408 

Rtd<i 

III 28 

69 16 

182t» - 

423 27 - 

- 




Kanialalui 

Khiuif 

263.(4 10.3.69120 76* 56.61 

219.35 162.68 

- 

- 

79.2 

306.3 

Ratu 

13146 

46 28 

- 

.37065 333,45 



792 


Mahantthtm 

Khanf 

- 

11493 

102.0B* 55 21 

- 

- 

- 

85.73 

424 4 

Rabi 


46 80 

- 




122.36 


Punjab 

Madhya nadesh 


_ 


_ 

265 7 169.00 

1962 

131 4 

- 

- 


_ 

92.5 

143.3 92.8 

215.3 

244.8 

924 

655 

397 4 

Hieyana 

Rifatlhan 

Tamd Nadu 




t07 4 66.8 

- 

220.8 

I4a2 

3265 

- 


22.^8 

994 

105,8 399 

313.5 189 8 
437 7 252 2 

191.8 

155,6 

330.3 

457.9 

Dear Aadesh 



- 

— 

“ ^ 


” 

21385 

SI0l2 


MUft. l-lrngiiediiidlll-tJmmgRled 

Calculation for calories per hectare has been made on the basis of the total tuunber to the 
respective giain/oilsdcd m cording to Nutntivc Value of Indian Fbods. NiiiomI lutime of 
Nutmion' They are based on average yields, while lepUcrmentorcoareecereiU is prieamUy 
from low yieldiag untrngated areas 

* Dmb for sunflower and soyabean which are only uiumgated relates to 1990-95, avoage. 
.Vwrtr: Bansil PC.Agrti-afWfu/Statufi. ul Compendium, Vol L 1992end tn p p l emrw 1996faryMd 
levels. 
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stagnation during the last Hve yean on the 
RM scenario. There are only four nuyor 
vegetable oils in the niaiiet - groundnut, 
RM, soyabean and sunflower. There being 
preferences for each of them in the different 
parts of the country, the demand for each 
of them cannot possibly be sutetituted by 
the other to a large extent. It is only vanaspati 
where the brand has no meaning. The real 
explanation for this would actually be 
possible only if micro level studies are 
initiated for the purpose. 

In this connection, it may be stated that 
spurt in the prxxiuction of soyabean and 
sunflower since late 1980s is attributed to 
technological breakthrough in productivity. 
However, a study of the long-term trend of 
the growth in yield rate in these two crops 
does not indicate any real breakthrough as 
is being claimed. No doubt, from the base 
year 1986-87, there has been impressive 
increase in the yield rate of the.se two crops. 
But, this base year was not at all a 
representative one for either of these two 
crops, when productivity of both the crops 
slumped in the year. If the productivity of 
these two crops is studied over a longer 
period, say since mid-1970s, it may be 
observed that in soyabean, the mean yield 
per hectare was around 970 kg during 1975- 
78 as against 921 kgs in 1991-94. Intheca.se 
of sunflower, the mean yield per hectare was 
539 kg during 1980-83 as against 545 kg 
in 1991-94. Hence, there is no concrete 
evidence of any contribution of technological 
breakthrough in productivity responsible for 
a shift in area from other competing crops. 
Even in Madhya Pradesh, despite reported 
recent release of short duration high yielding 
varieties of soyabean seeds, there has not 
been any noticeable increase in yield rate of 
the crop in the state. 

More or less same is the position with 
r^ard to groundnut. As early as in 1975-76, 
the 900 kg/hectare mark was first crossed 
and then 1.132 kg/hectare in 1988-89 which 
has not yet been repeated, despite small 
increases in the share of irrigated area under 
the crop. The share of kharif, groundnut 
which is mostly rainfed was over 7.0 million 
hectares and prrxiucti vity levels have fluctua¬ 
ted widely from year to year. Area under the 
crop touched the highest level of 8.5 million 
hectares in 1988-89 and hovered around the 
same figure for five years. It dipped helow 
8 million again during (1994-95). Groundnut 
has been declared an ‘unpredictable legume' 
by the scientists world over and it would be 
very difficult for us to come to any judgment 
about any technological breakthrough under 
the Indian sceiK. 

In RM crop, however, the growth in the 
yield rate since early 1980s has been very 
impressive, being 3.67 per cent per aniuim. 
Tto is perhaps more due to increase in 
ifrigatkmal facility than to any technological 
bteaklhrough, though the contribution of a 
goodmrmberof improved varieties in raising 


the yield cannot altogether be denied. The 
coverage of area under iirigatkHi in this crop 
increased from 43.7 per cent in 1980-81 to 
57.3 per cent in 19112-93. 


It may be wrong to lay that all the efforts 
made ami the money spent by the TMO as 
well at othen is a complete watte. But the 
renilu are certainly not commensurate with 


Table 8 : Potentialitv or Nirc Obseem wrm Isnaovao PaaoucnviTv 


Crop 


Avenge 

Mean Realisable Realisable . 

Average Area 

Potential 


Yield (Kgi/Hec) 

Yield with 

Yietd 

(1990-95) 

Gap 



(1990-91 to 

Improved 

Gap/ha 

Lakh/Hect 

(Million 



1994-95) 

Techn^oav Kas 

(3-2) 


tonnes) 

(1) 


(2) 

(3) 


(4) 

(5) 

(6) 

Gioundnul 


950.8 

1724 


773.8 

82.78 

4.80 

Rapeteed and Mustard 

873 

1.326 


453 

62.08 

2.81 

Soyabean 


939 

18.50 


911 

35.78 

3.26 




1175 


618 

20.94 

1.29 

Sunflower 


.557 






Sesamum 


303 

614 


311 

23.04 

0.71 

Safflower 


494 

781 


287 

7.25 

021 

Nigersecd 


302 

409 


107 

6.05 

0.65 

Castorseed 


929 

1854 


925 

7.31 

0.68 

Liniced 


325 

582 


257 

9.60 

0.23 

Total 


- 

- 


- 

254.80 

14.66 

Source: For colum .3, seeds and farms, 1991 National .Seeds Corporation. 



Taile 9: Availabiuty of Edislb Oiu fob Human CuNSUMmoN 


Year 

Uomeilk: 

Other 

Imporu 

Total 

Per Capua Imports as 

Value of 

Production 

Edible 

Availability Per Annum Percentage 

Imported 


Mi^* 

Oils 



(Kg) 

of Total 

OiU 



(Thousand Tonnes) 



Availability (RtCrore) 







(4/5) X too 


(1) 

(2) 

(3) 

(4) 

IS) 

(6) 

(7) 

(8) 

1971-72 

2543 


86 

2629 

4.66 

3.27 

NA 

1972-73 

2126 

- 

104 

2230 

3.87 

4.66 

NA 

1973-74 

2634 

- 

126 

2760 

4.88 

4.57 

50.90 

1974-75 

2648 


26 

2674 

4.43 

0.97 

12..30 

1975-76 

2922 

- 

67 

2989 

4.84 

2.24 

14.20 

1976-77 

2340 

160 

959 

3459 

S.48 

27.72 

100.60 

1977-78 

2732 

184 

1123 

4039 

6.26 

27.80 

711.60 

1978-79 

2799 

212 

821 

3832 

5.80 

21.47 

.537 10 

1979-80 

2411 

204 

1149 

3764 

5.57 

30.53 

446..30 

1980-81 

2560 

243 

1074 

3882 

S.64 

27.67 

516.00 

1981-82 

3219 

253 

998 

4470 

6.35 

22.33 

449.69 

1982-83 

2728 

272 

1150 

4150 

5.77 

27.71 

.507 00 

1983-84 

3282 

355 

1634 

5271 

7.18 

31.00 

1318.99 

1984-85 

3446 

361 

1.368 

5175 

6.90 

26.43 

921.0(1 

198.5-86 

2964 

441 

1179 

4.584 

5.98 

25.77 

735.00 

1986-87 

3049 

495 

1474 

.5018 

641 

29.37 

626.00 

1987-88 

3463 

518 

1945 

5926 

7.41 

32.82 

969.00 

1988-89 

4735 

703 

1083 

6.521 

7.99 

16.60 

730.00 

1989-90 

4567 

771 

324 

5662 

6.80 

5.72 

209.00 

1990-91 

4877 

523 

526 

5926 

6.99 

8.88 

326.00 

1991-92 

5022 

418 

226 

3666 

6.65 

3.99 

748.00 

1992-93 

.5250 

612 

103 

.5965 

6.87 

1.73 

167.00 

1993-94 

5405 

765 

114 

6284 

7.12 

1.81 

167 00 

1994-95 

5606 

648 

347 

6601 

7.33 

3.26 



* Contiits of Bine edible oils iDcluding coconnt and cottonseed. 

ffoiet: Value of iiupotted oils for the period 1973-74 to 1979-80 has beea taken from Ecotuimn 
Survey, 1978-79. Ministry of Rnance, New Delhi. 

NA 3 Not available 

Source, (i) Shenoy, P V, Oiheetb Situation in India, Ministry of Agricuitwc, OARB, Govenmieni 
of India, Decemba 1983; (ii) DiiectotWe ofEconomics and Statistics Mioislry of Agricuhuir. 
Gove r nme n i of India, New Delhi; (iii) Directorate of Vamspati and Edible Oib. 


Ta«le 9A: VtaerAaLE On. Pkomictkn and bwoan in Inima 

I'OOOkMinr.'^ 



MaHceiiag 
Year (My) 

1990-91 

1991-92 

1992-93 

1993-94 

Prelim 

1994-93 

Fbrecast 

1995-91' 

Total productiott 

My 

4675 

4910 

5209 

3278 

5651 

5767 

Total conminpliaa 

My 

5010 

5139 

5382 

3312 

6411 

6473 

Total Imports 

My 

235 

239 

264 

264 

760 

724 

Mm oil 

Oct-Sep 

209 

163 

200 

200 

320 

325 

Soyabean oil 

Oct-Sep 

20 

63 

41 

41 

130 

100 

Rapeaeed ojt 

Oci-Sep 

20 

23 

13 

10 

10 

10 




the eflortt made. The itagnam potition in 
^(Oductioii/productivity of oiluedt ileipile 
the big gap in achievable productivity level* 
(Table 8), would show that TMO or no 
TMO, the solution to the edible oil problem 
lies eUewheK. 

IV 

Deaumd and Supply 

A careful look at the production and 
consumption levels of vegetable oils shows 
that per capita per annum availability of 
ecUbie oils moved around 6-7 kg from 1981- 
62 onwatd, depending upon local production 
and imports. However, NSSO 43rd Round 
Survey icvealed that the average per capita 
per annum consumption of edible oils was 
only 4.33 kg in 1987-88, a year when 
consumption was calculated to 7.4 kg per 
capita per anmim. based on availability. It 
appears that there is a good deal of confusion 
about the actual consumption of vegetable 
oils. Firstly, the production of oils in the 
country is being calculated by diiferent 

agencies according todifferent assumptions. 

We have before us the calculations as given 
by the minlstiy of agriculture, Central 
Organisation for Oil Industry and Trade and 
USDA. All three of them differ widely. The 
Economic Survey also gives per capita 
Tasui 10; RatOMMENPHi Eneboy Fat Needs 

Sedentary Moderate Heavy 
Activity Activity Activny 


Total caiories 




pet day 

Fat calories 

2400 

2900 

3800 

perdiy 
Satniated bt 

720 

870 

1140 

gm per day 
Unsaturated fat 

17 

21 

28 

gm per day 
.Sannattdfat 

36 

4.3 

.57 

kg per year 

6.2 

7.7 

10.2 


Tabu 11: Coravumou FATtws t* Emau 
Ou 1987-88 

(Kg per rupiui per annumt 

Income Clais All India 
Loweat Highesi Average 

Rroai Tio TTm Tt2 

Uiban 2.28 12 00 6 24 


Siiurcg: NSSO. 43rd Round. Sonekshuixi. 
Wy/Septemher 1991 


Tabu 12; Eomle 0*. PoromAL f*om 
N aN-TaAonmNAL Rraooacw. 2001 

. ('000 ttmnes) 



Total 

1994-9.4 

Balance 

Crop by-product* 
Solvent mtneted 

2400 

789 

1500 

caka 

I’oiGst ofigia and 

700 

453 

291 

mnor ottmda 

1400 

195 

1205 

PalmsU 

90 

- 

90 

Tjial 

4390 

14.37 

.3086 


Unit: • Rlea hnn, maiae oM. cctwaieed. etc 


availaMity of v^etable oils and vanaspati. 
Since vaniupati is manufactured from the 
total availability of oils, we do not know 
whether or not, it is double counting. At the 
same time, butter and pure ghee from milk 
is another source of fat. Where this figure 
stands in all these calculations is not known. 
There is perhaps a need for an independcm 
study to thrash out this issue. 

Assuming that domestic production plus 
imports CTable 9) constitute the total avail¬ 
ability of fats from oilseeds(vanaspati being 
tncluM in this), the availability has varied 
between 6-7 kg per capita per annum since 
1981 -82, with the excqition of 1987-88 and 
1988-89 the last two years, when it was 7 kg. 
Incidental ly these four years stand apart with 
regard to production and imports. Highest 
ever imports were recorded during 1987-88, 
followed by an all time high additional pro¬ 
duction of 5.5 million tonnes '.>f oilseeds in 
one year along with over a million tonnes 
of imports. The last two years had again 
given record pnxluction levels. How much 
of this was added to stocks is not known. 
This level of 7 kg is certainly much lower 
than the world average oi 14.5 kg and con¬ 
sumption levels of around 40 kg in the 
developed world, particularly ir, the US. The 
consumption in &rope is over 20 kg and 
m Malaysia as much as IS kg. Nutritional 
norm as against all this has been 18 grams 
of edible oils which work out to 6 57 kg 
per capita per annum. Recommended 
energy/fat needs arc as in Table 10. But the 
WHO recommended norm a.< against this is 
20 -M kg. 

Another feature oi consumption paite.-n in 
the country is that according to National 
Nutrition Morilonng Bivard (NNMB), as 
much as 40 per cent of the available edible 
oils were being consumed by just 5 per cent 
of the top affluent population. According to 
NSSO 43rd Round also, the consumption 


pattern is very much skewed (Table 11). All 
this throws an interesting sidelight on the 
eonaumptiun pattern of liquid oils. Despite 
an average increase of 2-3 per cent in per 
capita income, theoverall consumption level 
has remained undistuibed at around 7 kg. 

With this scenario before us, it would not 

be wrong to assume that the present cotuum- 

ption level of vegetable oils is anMind 7 kg.’ 
More so, when it is realised that with the 
present level of availability, wholesale price 
index for vegetable oils has kept pace with 
the trend of genetal Index as well as those 
for other foodgiains, etc. If so, irrespective 
of high demand elasticities for edible mis. 

further percapiia demand may at best increase 
by around 2 per cent and this may be put 
at 8 kg by 2000 or 8 million tonnes for a 
population of a billion by the end of the 
ccmuiy. 

SUPM-Y 

After a spurt in the poxhiction of nine 
major oilseeds during 1987-88 to 1992-93, 
the iwsition has again stabilised around 21 
million tonnes. Productivity levels have also 
stabilised during this peri^ at around 800 
kgfromthe prcvious6CI0-700kg per hectare. 
TTic available technology (Table 8) has a 
potential of giving additional production of 
over 14 million tonnes of vegetable oilseeds 
from the existing area.’ There are certainly 
a lot of imponderables which have to h* 
overcome, before the full potential can be 
achiev, J. Even if through concerted efforts, 
we achieve 10 per cent of the potential, this 
should be more than enough oil to meet the 
shortfall between demand and supply. 

In addition, we have other sources with 
a potential of 4.6 million tonnes (Table 12). 
We have tapped hardly 1.44 million tonnes 
so far. Here, it is primaiily technology and, 
of course additional land for oil palm. Area 
already planted under palm is of the order 
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of 30,000 hectare which will yield over 
90,000tonnes of oil. Processing capacity for 
this has already been created in Andhra 
Pradesh (13 tonnes per hour (tph) and in 
Karnataka! to tph). Another 12 tph capacity 
is also in the pipeline. A total area of W.CXX} 
hectare has alre^y been identified and Eighth 
Plan target was fixed to achieve this goal. 
Besides Andhra Pradesh, Tamil Nadu and 
Karnataka, there are additional potentialities 
in Kerala, Andaman Islands. Gm and Maha¬ 
rashtra. The coumry should in fact, concen¬ 
trate more cm all these non-traditional oils 
to meets its future requirements. 

We have discussed the importance of non- 
tiaditional oils. They are likely to play a 
major role in the edible oil economy of In^a. 
The palm oil industry particularly is in the 
stage of infancy. Nothing should be deme 
todisturb the tempo already created. It should 
rather be fully exploited. As Dantwala (1996) 
rightly points out in the light of the 
uncertainty of agricultural production and 
the consequent volatility of world agricultural 
price, one can never be sure of our deficits 
and surpluses matching with the surpluses 
and deficits of the exporting countries as and 
when need arises. 

V 

Future Policy 

The protagonists of liberalisation 
propagateapolicy of free impoitof vegetable 
oils. Free trade in essential commodities like 
foodgrains and edible oils is fraught with 
danger. Imports are already under CXjL and 
there is at present a nominal import duty 
of 20 per cent and trade is alre^y quite 
disturbed about its consequences, imports 
have already crossed a million tonnes during 
1993-96 and may touch four mtliion tonnes 
during 1996-97. Besides the pitfalls involved 
by the manipulations of intematicmal players 
in general, we have to look to the specific 
situation of India and the world. 

The world position with regard to edible 
oils is that from a lota] production of around 
70 million tonnes, 23 million tonnes enter 
the market for export and world stocks have 
havered around 3-6 million tonnes (Table 
13). Of this, soya and palm oil are in the 
range of 3.3 million tonnes. Imports of 
soyabean oil by China have increa^ from 
0 .22million lopnes to overt million tonnes 
in recent years. Imports of west Asian 
countries have also increased by about 30 
percent to 1.4 miltion tonnes recently. Si mi iar 
is the position with regard to palm oil where 
rimports of African countries. China and 
Pskistan, etc, are increasing. 

With such a precarious world supply/ 
demand situation and increasing drnnand for 
imports, it would not be in the interest of 
India to adopt an open policy to import 
eifibleoils.In(iKt,iiwouldbe quite haurdous 
10 expose the internal economy to vagaries 
oftalemationalnipplydetnandpoMtion.with 
a mote or less stagnant position in the 


production of vegetable oils during the last 
few years. Appreciating the limits of expan¬ 
ding the supplies from traditional crops, an 
open policy is likely to Anther jeopardise 
our developmental activities to increase the 
production of oilseeds from unexploited 
sources. 

Along with the minor oilseeds, many of 
them being already grown in the form of tree 
crops, it is to be raised now that vegetable 
oil should no longer be considered as the 
exclusive domain of agriculture. The 
technological aspects for the development 
of processing industry should now play a 
much more significant role. We have 
discussed only a few of these sources of 
supply. The sources, which atone can meet 
the total shortage in the country, do not 
require any land which would compete with 
any other crop. AVhat is required in these 
casesis acompicte integration of agricultural, 
industrial and socio-economic factors 
coupled with specific policy measures. 

The appropriate approach has to be to 
mobilise all the resources to contribute their 
share, however small. It is through such a 
rational approach that the country will 
recognise the effective impact of a three 
dimensional package system on the 
production of vegetable oils and fats. The 
components are (a) the right production 
technology package, (b) the services package 
and (c) the public policy package. 

Concliuioa 

Nobody can deny the fact that there has 
been some shiA in the area under oilseed 
from coarse cereals. This has not caused any 
decline in the production of foodgrains which 
over the yean have attained new peaks, 
ruling out undue apprehension on the 
country's ‘food security'. The shiA has 
pri manly been from low yielding cereal crops, 
increa.<ie in gross cultivated area along wilh 
a big chunk which remains unexplained. 
Really speaking wedo ncX expect any further 
appreciate increase in area under edible 
oilseeds in the coming years at the existing 
level of price equations among the competing 
crops. Hence, the production of edible 
oilseeds mag also remain stagnant under 
normal weather and rainfall conditions unless 
some technological breakthrough takes place 
among the major oilseeds where sizeable 
unexplored yield potential exists. 

We have observed that notwithstanding 
increases in per capita income, there has not 
been any apprecia^ increase in average per 
capita consumption of edible oils almost 
over a decade and a half and is likely to 
remain around 8 kg per capita per annum 
in the coming few yean. A nUjor part of (his 
additional requlremeiit can be met by the 
expioiiation of available reaourcet, parti- 
ctiiariy the non-traditianal onea whkh stmild 
get Itigh prioriiy. The available data gives 
confli^ing figures about oonsumptiaiiie^. 
There is a to have a clcner picture. 


The protagonists of iinpoits for brfctgiiig 
tile hiatus bet w een the indigenous production 
and domestic consumption of edible oils in 
a situation of liberalised trade envirooment 
must be warned that in the event of crop 
failure, or any other imponderable in the oU 
wortd when the supply from a very limited 
precarious source is affected in a petticular 
year, there will be serious advene reper- 
cussioiu on the domestic price front The 
need of the hour then is select! vc - as against 
indiscriminate - libeialisalion of imports so 
that the country is not foreed to borrow in 
the international market to Anance its deAcit 
to balance payments on current account 
The sum and substance of the discuuion 
here would then be that, altiiou^ every 
possibleeffort to increase productivity levels 
of the traditional sources of supply of 
vegetable oils would be welcome, there is 
hardly any possibility that they alone can All 
the ever increasing gap between supply and 
demand. The emphasis in the coming plans 
has, therefore, to be shiAed to new sources, 
like those of expanding palm oil, cultivation, 
exploitation of ‘minor’ oilseeds as well as 
processing of the by-producu of various 
agricultural crops. 

Notei 

1 If we look Bt the UP data for 1983-84 to I99.V 
94, there is actually a decline in the area ander 
RM. 

2 Acconli^ to the Planning Conimiiaion. total 
prsdiKtion of vegetable oik daring 1994-95 
is esiimaied aro«^ 6.0 million toonen (6.59 
kg per capita). Solveai Bxtracton' Awocialioa 
of India(SEAI) however, pots this Agare during 
1995-96 at 8.15 kg per capiu. Wilh the 
estimated production of nine major oilseeds 
only masginolly higher, this level of dsflerence 
creates future confusion. Preaent consumption 
levels are higher Ihta thoie aiauined. our 
projection with 2 per cent per capita ■uiimI 
increase duiing the covering yean should be 
sufAcient to meet the additional needs 
According to the Vanaspnii Manufaeforiag 
AtioclatiM, pr ea eiil co nii iiiiptio n level if 9 7 
kg per capita per aamim. 
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Communitarianism with Vengeance 

Neera Chtmdhoke 

B^ond Economics: Postmodernity, Globalisation and National Sustainability 
by Gary Saucr-Thompson and Joseph Wayne Smith; Aldershot, Avebury, 1996; 


pp 258, price not indicated. 

THBbook under re view has set for i isel f fi vc 
theoretical and practical tasks. Firstly, to 
articulate the anger of the Australian people 
against globalisation which has reduced the 
country to a peripheral position in the world 
economy. Secondly, to chan out a public 
philosophy which will abdicate its traditional 
ivory tower thinking and engage with 
practical problems through practical 
reasoning. Thirdly, to attack libeiali.sm - 
sometimes irresponsibly in my opinion - as 
lesponsiMeforalliheillsofAusiraliansocieiy 
from the lack of a national identity to the 
domination of the free market. Fourthly, to 
build on the rubble of liberalism the 
foundations of a republican communitarian 
philosophy. And fllthly, to map out an 
Australian national identity which will allow 
people to defend hisloncally negotiated 
ways of life, ways of life which have ansen 
through the years to enable people to live 
together. It is in this context that 1 begin to 
review the work. 

It is one of the paradoxes of our times that 
the nation of community has renimed to 
poUiicai theory at precisely the same time 
that the processes of globalisation have been 
flrmly seiin place. For globalisation invol ves 
the prising open of communities and of 
natkmil boundaries, and subjecting all pheno¬ 
menon andentities, identities and solidarities 

to the logic of market capitalism. 1 f there can 
be no authentic community in this world of 
rapid informational flows where nothing is 
hidden from the electnmic eye any longer 
- why is the longing for communiiy such 
anoverwheinmg urge of. and for our times f 
The hot* under review purports to answer 
this very question, and that is why ii is worthy 
reading. 

The work is authored hy two Australians. 
In part it it a sharp and acrimonious polemic 
against the ravages of the market - 'The 
r|qiid pace of change in our lives is giving 
rise to a new market cuhure of competition, 
a global one in which we must either sink 
or swim. We (eel insecure, because wc sus¬ 
pect that our future is one with a reduced 
stamUid of living without the hope of a 
good safety net. We are angry at the market 
(earing mir social fabric apart, and we sense 
that we are toting our sense of belonging 
»nd Uendiy. We arc anxious because our 
t^alltiral uiditions no haiger seem to speak 


authoniali vely to us, nor provide us with any 
direction as to what we should do with 
respect to the crisis we are living. Like 
Benjamin's rag-picker, we suspect that our 
future will be spent picking over the rums 
of our lives looking for whatever is useful 
to get by” (p 2). 

I have cited this in some detail because 
these words may well have been written by 
any Indian who is sensitive to the pillage that 
unbridled markets heap upon us. This is 
precisely our situation caught up as we are 
between a national elite intent on opening 
up the borders of the couriry to transnationals, 
and increasing poverty and misery that we 
witness all around us. But ihere is more in 
common. The two authors wnic with despair 
of the reaction of the Australians to these 
events - the rcium of fasci.M mentalities, the 
calis for the return of the death penalty, the 
return ot ugly red neck attitudes - “Bypasseu 
regions like south Australia, realising that 
outside global forces are stronger than ih 
copmuniiy's power to resist, bunker 
themselves into walled communities with 
little relation to the outside world" <p 2>. The 
message is dear and unambiguous. As people 
lose control over their lives, they retreat into 
cocoons which are exclusive, chauvmislic 
to an alarming degree, and racist. 

In such a situation, it seems to me. the task 
of public philosophy has become hazardous. 
Philosophers have been attacked for their 
certainties by the postmodern mood of 
scepticism, but this scepticism has its bssis 
in new and not always desirable forms of 
politics. For one, philosophers tradiiionally 
targeted their works to a national coii- 
sltlucncy, today there is no national consti¬ 
tuency as ail national societies have been 
overcome by the dissolution of border both 
metaphysical and ph^ical. Philosophers had 
assumed that the political and the cultural 

conimuiiityovcrlaid,todaywearewiiiiessing 

the assertion of different cultural communities 
within the political community. Political 

philosophers couldaionctimedream dreams 

on their respective pillow s of a fuiurc, today 
the lulure is unkrwwable anti potcntia’ly 

uncontrollable. It istolbcnewia>kofpoliii..al 

philosophy - what the authors call publu 
philosophy - that ihis work is directed. 

Thtimpstin and Smith argue m 
following way. Public philosophy should he 


able to come up with formulatioiu which 
show the best way to ddend social democrstic 

ways of life. This can be done by building 
strong, self-sufficient, self-reliant and 
ecoloigcally sustainable societies. This can 
be done through what they call a green, 
populist, nationalist position which couM 
reverse Australia'ssubordinatioa to the world 
market, through increased participation 
which will roll back the market, and through 
the construction of an "autarkic conserver 
society". This would be the only way in 
which thCtitizenscould-throughcontroUing 
the pnxesscs of globalisation - create the 
conditions for human flourishing for a life 
well lived. 

The three terms, i e. green, populist and 
national, accept the authors need some 
explanation. Firstly, they are drawn from the 
republican communitarian philosophic 
tr-idition which is opposed to liberalism. 
Launching a spirited attack on the liberals 
as the communitarians are wont to do, 
Thompson and Smith tend - again as 
rommuniuinons are wont to do - strait- 
jacket liberalism intoasingular, indefensible 
po.sition.v The rich variety within liberalism, 
the various formulations which when dwelt 
upon seriously will lake care of all the altadu 
that have been mounted against the ideology 
(as f instance in Michael Sandel's recent 
work on "Democracy’s Discoment") arc 
steamrollered. In the process liberahsm itself 
is reduced to being both indefensible and 
untenable. 

The term "Green" as used by the aUhors 
as remedy, is self explainable. It is opposed 
to the acquisitive instinct of the espitaiist 
market, it is also opposed to the unfettered 
pursuit of wealth which appropriates 

resources in an irresponsible fashion. A more 

charged lerni is populism. The authors 
distinguish between the non-dcmocratic and 
the democratic variant of pi^lism: populism 
vvhich is anti-clitist, which distnists the 
professional politician and which works with 
the rhetoric of ihcunderdog. Forthe author's, 
cco-populism holds ihal“lt makes good sense 
to protect the bio-region and the nation from 
the eco-desiiuctive market cowbt^, with 
their naive internationalism, free trader 
fantasies of endless growth and social 
engineering designed to adapt people to 
economic devdopment" (pp 10-11). 

Populism then poinu to a better way of 
living logethei as it affirms a sense of a 
regional place in opposition to the glubal 
market, remembers a national way of life 
with its Bchievemenis of social democracy, 
and argues for the ethical significanoe of 
national boundaries. The virtue of loyalty to 
the nation can only be based on the view 
of the citizens, that the nation’s thslinctive 
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characteristics: those characteristics which 
have arisen from living together, arc well 
worth preserving. 

We come to the hub of the problem in such 
communitarian positions: the uncritical 
adherence to national values and ways of life 
which havehistorically evolved in opposition 
to globalisation which involves the erasure 
of national boundaries, and the self¬ 
consciously critical positions in respect to 
liberalism which dictates principles based 
on no particular historical experience, but 
which arc normative in themselves. It is true 
that the nation needs to be rescued from what 
the authors call market cowboys, but the 
question which arises is - whose nation? 
Surely not of the indigenous people: the first 
nation, who have been so successfully 
marginalised; surely not of the recent 
immigrants who carry their own cultural 
baggage withthem. Istheic really onecultural 
and political community which we can call 
the nation? The authors fall in the same 
theoretical and political cul-de-sac as the 
other communitarians, except that their 
location is in a country which has been 
subjected to new forms of colonialism. 

Let us put aside these objections, and carry 
on. In the second chapter, the authors tackle 
the problem of philosophy. Making a strong 
argument for rebuilding philosophy so that 
it can play a part as critical reason in the 
public issues raised hy nationalism, 
globalisation and ecological sustainability, 
Thompson and Smith launch a sharp critique 
of philosophy as iraditinruilly conceived. 
Why has philosophy removed itself from the 
messy world of everyday life? they ask. The 
answeroffetod is that traditionally philosophy 
has allied itself with natural sciences, it has 
been concerned with building upa sy.stematic 
theory of knowledge. In contrast we ate 
offend a vision of philosophy which aligns 
with citizens, which addresses immediate 
concerns, and which gives voice and longing 
to the disprivileged. 

1 have no quarrel with this except to object 
to the vulgarisation that the author's again 
subject liberalism to. For instaiKC. when 
they write that a republican philosophy must 
criticise the cosmopolitan conventions of 
liberalism which reduce citizenship to the 
registration of occasional consent to the 
activities of the political ruling class. 
Secondly, it must highlight the nihilism and 
crippiingcthical relativism which flows from 
lib^ism tieaiiitg the maximMaiion of liberty 
as the minimisation of social obligation. 
Thirdly, it must criticise liberalism's 
increased impoverished conception of public 
life as inadequate. In the process liberalism’s 
preoccupation with justice, with rights for 
the empowered, the sheer expansion that 
Hbcniism has been subjected to through 
Struggles so that now we do have a variarN 
calM left liberalism is glossed over. When 


will communilarians learn that liberalism is 
concerned with goods such as justice and 
rights for the individual within community? 
When will they learn that it is not enough 
to empower community alone, but that it is 
also important to be concerned with 
empowering the individual member of 
community? 

The thiid chapter deals with the impact 
of globalisation on the community. The 
responsibility for the wounding of 
community, the authors vest in neo- 
liberalism, which they write has decayed to 
the point of impoverishment. It is held 
responsiMebath forlhcunleashingof market 
forces, andfor the resultingcommodification. 
This in turn, leads to one restricted version 
of the common good - the creation of wealth. 
The response to this can only be a deepening 
of the democratic impulse within society 
through republican communilarianism. The 
authors in this chapter defend this version 
of communitarianism against all those 
charges which condemn it as a flight to a 
pre-modem past. It is true that republican 
communiatarianism may not be a flight to 
a premodem past, hut it docs not offer us 
any security that the welfare of the i ndi vidual 
citizen will not be held hostage to the notion 
of the common good. Thompson and Smith 
have to tell us how this will be secured in 
iheir republican communilarianism. 

In chapter four on Marx, globalisation and 
Ihespectreofnationalism. the authors attempt 
to rescue nationalism from the laint^ 
association with chauvinism and xenophobia 
it has acquired in liberal and Marxist circles. 
Focusing on the debate in Australia, the 
argument puts forth the idea of a national 
identity which is sped fically Australian. "For 
all the uncertainty of national identity and 
thedi verse waysof being, Australian national 
identity continues to matter for politjeal 
purposes. So does the nation-state as a way 
of preserving, defending and fostering the 
cultural achievements and traditions of the 


iMtion, by leiiEting those transnational forces 
which threaten it” (pp 174-7S). 

The fifth chapter continues the debate on 
nationalism and the nation, and tries to many 
niuional culture with respect for personal 
autonomy, individual rights and critical 
thinking. Thompson and Smith do this by 
demolishing the spirit of the enlightenment 
which polarised universal reason and 
relativism of interpretation. 

In the final chapter, the authors, 
conceptualise the crisis of modem civilisation 
as nihilism. This is the result of the ecological 
crisis and the emptiness of modernist eAics. 
The solution tolhcse feelings of emptiness, 
is to bui Id a home in the Heideggerean sense; 
a home which is sensitive to natural 
surroundings and which can live i n harmony 
with nature. This will also require a gemiine 
sharing of power, so that citizens will he able 
to have a voice in the decisions which control 
their lives. 

This is an angry book, it is a book which 
in its anger uses such irate and exasperated 
vocabularies, (hat its very genuine 
engagement with a variety of theorists from 
Plato to Aristotle to Arendt. lo Rawls to 
Nietzsche and Heidegger, gels submerged 
in the incensed rhetoric. This in turn 
obfuscates the fact that (a) the authors 
privilege the communitarian position through 
truncating liberalism; (b) that they arrive ai 
the communitarian route to a better life 
via experiences with globalisation and so; 
(c) the stage is in a manner of speaking 
already set for the subsequent arguments 
and engagements with other theorisli: 
Id) that community is not problemalised; 
(c) and that, Iherefore, they have failed in 
their obsession with community lo account 
for the status of the individual within 
community; and that, consequently, 
(h)tbey fail to answer the critictsms which 
have been lavished against communiiaria- 
nism by a variety of authors and political 
practitioners. 
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Financial Innovations and Development 

V B Angadi 

Fbumdal Systems, Innovatkmsaiid Development by V V Bhatt; Sage Publication, 
New Delhi; pp 220, Rs 265. 


THE main issue addressed in Ihc book under 
review relates to linkages between innovu- 
tions.eeonomic and fliuuKial developments. 
The Tinancial systems in the advanced 
countries have witnessed several rinancial 
innovations. These rinancial innovations 
have been greatly responsible for widening 
and deepening of the markets, sophistication 
of the instruments and soundness of the 
institutions. They have also cuntrihuted partly 
lotheprocessof globalisation and integration 
of financial markets. However, the i|ucsiion 
of a close and direct relationship between 
rinancial innovations and devclopmcni, as 
a quick survey of the academic literature 
suggests, finds little space in the literature. 

The coiUrtbution of innovations to the 
process of economic development has been 
well iccogni.sed in the literature since the 
seminal worirs of Marx, Schumpeter and 
Kuznets. Nonethelcs.s. as the author rightly 
observed, the significance of financial 
innovations has received less aiieniion than 
it deserves. As long back as two centuries 
ago. Adam Smith pointed out the inicr- 
relatianship between growth and division of 
labour on the one hand. thcextciU of division 
of labour and size of the market on ilie other. 
It is aigued that the innovations in the field 
of money and finance would tend •(> bring 
about expansion in markets and thus con¬ 
tribute to the division of labour. Asa sequel 
to this, there would be an increase in returns 
to scale and technical change leading to high 
productivity and growth. The growth in turn 
would generate additional demand for 
financial services which induces fun her 
financial innovations. 

The financial systemsof the industrialised 
countries have seen a considerable number 
of financial innovations depending on the 
requiremenuoflimeand space. Specifically, 
different phases of financial sector dcvclop- 
me« have led to different kinds of innova¬ 
tions. For instance, innovations in the bank- 
oriented stage of development have been 
different fromthoseof market-oriented phase. 
Broadly.lhcfinancial innovations fall under 

thiBecalegorics.vi7,(a)ieacliveinnovaiions. 

(b) proactive innovations and (c) research 
and technology induced innovations. 

The reactive innovations are those which 
are the outcome of the pressing needs ol a 
particular situation. For instance, the 
necessity of overcoming the difficulties ol 
barter system has led to the introduction of 
money. The need for reducing transatnon 
Costs and risk has contributed to the 
innovation of debt and credit inslmments ot 
diffiMeni varieties such as credit money and 
di Rcrem types of securities. The innovationx 


of securities and credit money, in turn, have 
created conditions for the emergence of a 
bank. A bank is able to create credit and thus 
enlarge its scale of operations and take 
advantage ofecunomics of scale. Ultimately, 
this helps to bring about reduction in 
transaction costs and alsjsrisks of both the 
bank as well as its borrowers. 

Sped fic socio-economic ctindilions which 
dom« encourage emergence of the sccuniics 
markets have given rise to the innovation of 
universal banking (c g, German investment 
bunks. Japanese matnbankingsyslem). These 
inmisalions partly belong 'u the realm of 
proadive innovations. The computer-based 
financial services, ATMs, cash dispensers, 
telephone hanking, elc. arc the examples of 
technology-led financial innovations. 

The majority of innovations dc.scrihed 
above arc basically the icsults of the circum¬ 
stances prevailing during the first phase 
(bank-oriented phasclof the evolution of Ihc 
financial system in the economy. When the 
second phase (markct-oricntcd phase) and 
the third phase (highly markci-onenicd 
phase) set in a different .set of innovaiion.s 
w ould take place. Some of these innovations 
arediscussedinihe chapter on ‘Participating 
in the International Capital Market'. T!. 
markci-oricnied stage in the financial system 
is characterised by the widening and 
deepening of financial markets and intense 
competition among the financial insli tutions 
The decelerating interest margin, growing 
risks and ultimately prc.ssureon profitability 
in the market-onemed and highly markci- 
oncnicd phases ncccssiiules ditfcrcnt set of 
innovations and technical changes. In this 
sit nation. 1 he basic rationale for the financial 
innovations is. in a narrow .sense to affect 
ntinimisattoiiofcost.s/nsksand maximisation 
ol reiumdicncfiistothe financial msiiiuiions. 
From the point of i icw of the convenience 
of the borrowers, invcsior.s/dcposilorj a 
number of linanctal insirumcnls have been 
introduced 111 recent years. For instance, note 
LSSUC facility (NIF). revolving underwnling 
lacility (RUF). Euro commercial paper 
(ECP). global dcpositoiy rcceipUGDR). etc. 
art designed to benefit both borrowers and 
investors m the intcrnaltonal financial 
market. The financial institutions have 
adopted modern technology to improve 

caisuimcT service arxl reduce tran-saclion costs. 

Thedevcloptneius like first and second oil 

pnee shocks respectively in I y73 and 1 
the breakdown ol Bretton Woods system in 
1973, and persisting BoP .surplus ol Japan 
and West Germany dunng the I'JHOs. shilis 
in asset holdings and nsk pctccpiuw of 
households institutions, and revolution in 


infannaiion ami communication techrvology, 
etc. have induced quite a large number of 
financial innovations. For instance, the oil 
price shocks surged the growth of Euro- 
dol lardeposits with intenuitional banks. TIus 
phenomenal growth of loanable resources 
with banks was mainly responsible for 
innovating syndicate loans. ITic breakdown 
of Bretton Woods system resulting in 
volatility in exchange rate and interest rate, 
contributed to the development ofderi vali ve 
instruments for hedging various kinds of 
risks. 

The pcrsi.sicnt BoP surplus of Japan and 
Germany bulging household savings in tiic 
develop^ countries leading to shift in asset 
holding and risk perception have led to 
securitisation, and inducement to inter¬ 
national capital mobililyandgrowthof global 
capital market These developinenis are also 
responsible for financial innovations like 
swaps and GDR markets, elc. In the opinion 
of the author, the expansion of both interest 
rate and currency swaps markets have helped 
;.'cai1y the developing countries to lap 
extensively the international markets for their 
short-term funds. 

While discussing the strategic factors 
affccii ng the pitK-css of financial innovations 
and development, the author refers to the 
neo-classical theoretical apparatus. Accor¬ 
ding to the author, the neo<las.vical iJieore- 
iical apparatus for assessing economic per¬ 
formance i s based on two erroneoi i s assump- 
iior viz.(ii)mstiuilionsdonotm8iter,a]id 
(b) lime docs not matter. In this cannoction. 
he appropriately quotes Douglas C North 
(1994) who points out that institutions form 
the incentive structure of a society, and the 
political and economic in.stiiuiions in con¬ 
sequence are the underlying determinants of 
economic performance. The aulher alio 
appropriately quotes Morishima, himself a 
neo-classical economist who has drawn 
attention to the pivotal role played by tiie 
financial system, particularly, the role of the 
banking system in financing innovations. 
He suggests incorporation in the neo-classical 
•lieocetical apparatus strategic factors (hat 
liavc in fact shaped the historical process of 
development. 

In this connection, the author mentions the 
role played by universal banks in shaping 
the industrialisation process in western 
European countries during the late 19th 
century. The main bank system in Japan has 
also played similar role in the rapid indus¬ 
trialisation of Japanese economy. The 
Japanese main bank system has played a 
crucial role in accelerating the pace of 
development dunng the period 1950-73, 
.Similarly, the lead bank system in India bat 
also played significant role in India's 
developnient during 1970-90. In fact, the 
author has devoted separate ehaplm to each 
of these development banks in the book. He 
has discussed meriu and demeriu of the 
dciclopmeni banks aa evolved in ritoae 
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countries and identified the good lessons 
from theexperienceofdevdopinent bulking. 

The chief thrust of the author i n the context 
of financial innovations appears to be on 
strong flnancial system. As a matter of fact 
he seems to emphasise that the efficient and 
vibrant financial system and appropriate 
policy environment are the two most 
important prerequisites of financial 
innovations. The discussion on these issues 
occupies a considerable portion of the first 
chapter, ‘Financial Innovations and Credit 
Ma^ei Evolution’. The ability to innovate 
depends, among other things, on financial 
strength of the financial institutions. TTicir 
capacity to spend on research and 
development, ability to withstand possible 
risk associated with the innovations, etc. 
determine the innovations brought about by 
the financial institutions. Similarly, the 
finaiKial institutions' viability, profit^ility 
and vitality, etc, determine the ability of the 
flnancial institutions, paiticulariy the banks 
to make available adequate finance for 
innovation at right time and reasonable rate. 

An equally significant factor affecting 
innovations is the policy environment. It is 
true that innovations are generally 
spontaneous. But they can also be induced 
by appropriate policy environment and at 
times policy interventions. The author has 
distinguished two types of policy-led 
innovations, viz, (al r^uctng cost and risk 
and (b) overcoming and offsetting the 
negative impact of general policy. Control 
and regulation policies such as interest rate 
regulations, credit allocation, variety of 
lestrictiofis on micro-level operations of the 
flnancial institutions, etc, cause a sizeable 
increase in transaction costs and risk. 'The 
need to minimise the cost and risk, would 
compel financial institutions to introduce 
innovations. Thise type of innovation can 
be described as reactive innovation. 

As against the policy circumventing 
innovations, there are financial innovations 
which are described as cost-risk reducing 
policy interventions. These policy inter- 
vemions include deposit insurance, credit 
guarantee schemes, subsidies, fiscal incen¬ 
tives, etc. These policy measures generate 
conditions conducive for innovations 
which promote financial and economic 
development. 

A close examination of the policy 
environment contributing to financial 
innovations form part of the central banking 
policies. The author asserts that it is the 
function of the central bank to promote 
financial innovations. These financial 
innovatioiu.intum would widen and deepen 
the credit or capital markets Through the 
introduction of new processes and products, 
cultivation and nurturing of new markets 
and introduction of new institutional and 
Ofganisational structures”. “Regulatory and 
promoting functions are vitally imerrelated. 
IVi perform these functions effectively, a 


central bank should have a certain degree 
of autonomy”. 

The characteristic features of the financial 
integration of credit and capital maikets are 
critically examined in Chaper I. The chapter 
also contains a case study of one of the 
innovative banks in India. An attempt is 
made to identify forces underlying the process 
of financial innovations. The signiflcance of 
policy environment in promoting the rise in 
flnancial innovations is also discussed in the 
chapter. 

The successful development banks as 
catalysts for industrial and financial 
development are aiudysed in chapter 2. It is 
found that the catalyst ^eof the developnient 
banks hinges mainly on (a) bank's ftiumcial 
viability and profitability, (b) the ability to 
adopt innovative banking policies and 
supply-leading role, and (c) the widening 
and deepening of the markets for its products 
and services. This is possibly achieved by 
providing entrepreneurial, managerial and 
technical assistance to industrial enterprises 
and promoting the competitive environment 
in the economy. 

The Japanese flnancial system witnessed 
quite a few important financial innovations. 
Among these, the most important is the 
evolution qf the main bank system. This 
unique banking system is in several respects 
different from the universal banking system 
of Germany. The genesis, nature and 
characteristic features of the main bank 
system are described in chapter 3. The 
reference is also made to the pivotal role 
played by the main bank system in the rapid 
industrial and economic development of 
Japan. The chapter also discusses the policy 
framework that has contributed to the 
effectiveness of the system and relevance of 
the system for developing countries. 

The lead bank system representing one of 
the financial innovations in India is designed 
to perform functions similar to those of the 
main bank system in Japan. Chapter 4 
contains an in^pth study of the lead bank 
system. Accotding to the author, unlike in 
Japan, the institutional policy framework in 
In^a has not been conducive to the effective 
and efficient functioning of the banking 
system. Thesthapter also deals with the 
preconditions essential for the effective 
f^unctioningof the lead bank system in India. 

More than half acentury ago Hayek ( 194S) 
in his pioneering work on the subject 
discuss^ the practical utility of different 
kinds of knowledge. Subsequently, other 
economisu like Stigler (1961) highlighted 
the importance of the knowledge and the 
vast scopeof search for knowledgein several 
fields of economic activities. Yet, as Stigler 
(1961 ) observed the knowledge “occupies 
a slum dwelling in the town of economics”. 
In the context ofongoing process ofsfructml 
reform and liberalisation, search for 
infonnation and disseminatianof information 
assumes greater signifleanoe. 


Chapter 3 is concerned with flnancial 
institutions and technology policy which are 
essential for'generating information and 
disseminating such information to other 
sectors and agencies. Accordi ng to the author, 
the uni versal banks in Germany, the Industrial 
Bankof Japan, the Korean Long-TermCiedil 
Bank and the Swedish Banks performed 
very efficiently in the area of information 
generation and dissemination of the infor¬ 
mation. However, the Indian flnancial 
institutions have failed to appreciate the 
significance of this role and have faltered 
even in utilising effectively the agencies 
such as technical consultancy organismions 
(TCOs). 

The author has addressed the various issues 
of international capital market in chapter 6. 
In the present context of global economy, 
both supply side and demand side factors 
favour the capital mobility and growth of 
global capital market A shift in asset holding 
and risk perception of households and 
insiitulioiu has led to investntent in risk 
assets. The pressing need for diversification 
of portfolios of flnancial assets to minimise 
risk and maximisation of return, shift in 
demographic structure favouring higher 
savings, deregulation and liberalisation 
processes have contributed inuralia to capital 
mobility across the borders of the developed 
countries. As a sequel to all these develop¬ 
ments, the supply of capital in the global 
market is expiiiiding. Similarly the demand 
for capital is also expanding. The necessity 
of investment in developing countries in 
excess of the domestic savings has created 
conditions for capital inflows. 

The author seems to hold the view that 
the developing countries gain substantially 
by participating in the global market. 
Interestingly, he quotes Chinese saying which 
is as follows: “By opening a window, you. 
of course get flies along with fresh air hut 
if you do not open windows, you will not 
get flies but at the same tioK no fresh air." 

Chapter 7 highlights the relevance of 
development-oriented banking system for 
developing attd transfotming economies. In 
the opinion of the author, the strong and 
vibrant financial system is one of the strategic 
institutional prerequisitesforgeneniing rapid 
economic development. As the weak 
financial system cannot promote sustainable 
development, the author emphasises the 
urgency of evolving a sound and effective 
financial system in developing countries. 

The theme of the book under review is 
finandai innovations and their impact on 
finanda) and economic deveiopment, a theme 
that is still new and hence pregnant with vast 

research potential. But the theoreiidans. 
practising economisu and policy-makers 
have yet to pay adequate alt^on to dwell 

on this subjM. Therefore, the book it useful 

to poiicy-tnakert and advisers, reiearrh and 

tniniag institutes, as well asfrip managements 

of barrics. 
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SPECIAL ARTICLES 


Role of Monetary Policy 

C Ran^n^an 

What should be the objectives of monetary policy'! Does the objective ofprice stability conflict with the goal ofachieving 
faster economic growth? Can monetary policy by itself ensure price stability? What should be the intermediate target 
of monetary policy? What are the respective roles of direct and indirect instruments of monetary control? 

This paper addresses these issues against the backdrop of theoretical developments as well as empirical evidence 
on the impact of monetary policy in India and elsewhere in the world. 


IN the cxmtext of the economic reforms that 
are under way, the role and content of mone¬ 
tary policy have evoked greater attention. In 
fact this increased attention is not unique to 
India. World over there ha.s been a renewed 
interest in (he conduct of monetary policy, 
with more and mote countries committing 
themselves to maintain a low and stable rate 
of inflation in their economies. 

Monetary economics is not a settled 
science. There are continuing debates on 
several issues connected with monetary 
policy. Some of these que.<itions are: what 
are or should be the objectives of monetary 
policy? Does the objective of price stability 
conflict with the goal of achieving faster rate 
of economic growth? Can monetary policy 
by itself ensure price stability? What should 
be theintermediaie target of monetary policy? 
How should monetary policy be imple¬ 
mented? What are the respective roles of 
direct and indirect instruments of monetary 
control? This paper addresse.s these ques¬ 
tions agairut the backdrop of the theoretical 
developinents as well as empirical evidence 
on the impact of monetary policy in India 
and elsewhere in the world. 

Goals op MoNetABY Policy 

The fust set of questions that needs to be 
addressed is; what are the objectives of 
economic policy and should the goals of 
monetary policy be the same as these 

objectives ?Should<i//tbegoalsof economic 

policy be the goals of monetary poltcy?The 
issue of objective has become important 
because of the need to provide clear guidance 
to monetary poHcy-mdten. Indeed this aspect 
has assumed added signiflciUKe in the context 

of thcincreaiingsireisoiiautooMny of central 

banks. While tolonoray has to go with 
acoountabilily. accoumability itself requires 
a clear eminciation of goals. Since the 

inceptkio of dcvetepmenl planning. the broad 

otjjectivcs of India's economic policy have 
been to achieve a faster rate of econoinic 
gtowlh, ensure a reasonable degree of price 
stability in the economy and promote 
tSsttibotlveJiiitice.The working ofmonetasy 
ptilcy In India over the past severri decades 
would leveri that monetary policy has also 

e mphasi sed these broad ol^ives of our 
economic policy. What is, however. 


important to recognise is that ail the object! ves 
cannot be effectively pursued by any single 
arm ot economic policy. As is well known 
in economic policy, there should be as many 
instruments as there are objectives if all 
objectives are to be fulfilled. Faced with 
multiple objectives that arc equally relevant 
and desirable, there is always the problem 
of assigning to each instrument the most 
appropriate target or objective. 

It isciearfrom both the theoretical literature 
and empirical findings that among various 
policy objectives, monetary policy is best 
suited to achieving the goal of pnee stability 
in the economy. It has also been recognised 
that, in the long run. the objective of price 
stability and growth do not necessarily 
conflict with each other. Rather in today's 
altered economic context, a low and stable 
price environment is being increasingly 
regarded as an essential condition 1 1 
improving the growth and productive 
potential of the economy. As a noted 
monetary economist had once observed 
[Friedman 1968J. 

The first and the foremost lesson that history 
teaches about what monetary policy can do 
- and It is a lesson of most profound 
importance - is that monetary policy can 
prevent money itself from being a itujor 
source of economic disturbance...provide a 
stable background for the economy...and 
contribute to offsetting major disturbances 
in the econoinic system anting from other 
sources. 

Commitment to pnee stability does not 
mean a blind faith in maintaining a certain 
level of inflation, without concern for the 
need to maintain and accelerate growth. Fiu 
from it. In no country in the world has this 
been so. What this commitment implies is 
that moneuiry policy can help the growth 
process vastly by regulating money supply 
towards the direction of maintaining price 
stability in (he economy and helping the 
economy to recover from independent 
shocks. Opinions, however, differ when 
growth and price stability arc seen as two 
competing objectives of monetary policy At 
a more fundtuncntal level it is even a-sked 
whether inflrtionisamonciary phenomenon 

and what would happen if money supply i.' 
increased to boost credit and growth in the 
economy. 


Inflation and Moscy Supply 

In a monetary economy, where each single 
transaction is valued in terms of the unit of 
national currency, it is nothing but a truism 
to say that money supply has a role in 
determining the price level in the economy. 
Analytically viewed, in the short run, with 
output fixed, the price level is essentially 
Urtennined by the excess demand condition 
III the economy, which depends on the level 
of demand for and supply of nul money 
balances. It is thus natural that once the real 
money balance is increased above what It 
demanded by people the pressure would be 
felt on the demand for goods and services 
or assets, leading to an increase in their 
prices. Although ihisexpositianortlie money 
and price relationship is familiar to all of us, 
the: it no denying the fact that changes in 
the price level can be caused by several other 
internal and external shocks, which influence 
the cost structure of firms. However, a 
continuous pressure on prices, which is what 
inflation is all about, cannot be sustaiiied, 
if there is no accommodating increase in 
money supply, h U in this sense that uiflatioa 
is a monetary phenomenon. There are, 
however, t.t'tee important qualiflcatioos to 
this statement. First, there could be a variable 
lag between the time a monetary change is 
initiated and the lime iu uttimaie impact on 
prices and output is fdL The length of this 
lag is determined by the inherent dynamics 
in the real sector and the speed with which 
economic agents adjust to a change in 
monetary situation. Therefore, a monelaiy 
shock may uke several momhs to express 
itself on prices and output 

Second, it is also essential to diflerentiaie 
between a relative price change and its 
immediate impact on overall price liniarion, 
on the one hand, and the persistem increase 
in pnees on the other. The fonner effect can 
be caused by a sudden shock to the coat 
structure of a firm, whirh may false the price 
of iu product relative to others, causng 
some ceallocaiion of resources and at the 
same time raising the overall price lewd in 
the economy tosomeexteoL Howevci,|iwen 
the sire of nominal demand, which la bMgeiy 
determi ned by the gnnrth of real income Hi 
the money supply, a relative price dmeh 
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caniHM cause a sustained increase in the 
overall price level in the economy. Fbr this 
to happen, it would require a concomitant 
increase in money supply. This is the reason 
why the overall price elTect of on increase 
in admini.stcrcd price tends to be higher 
when monetary policy is already slack and 
there exi.sts an inflationary pressure in the 
economy. It is, therefore, important to 
recognise that from the medium- to long-nin 
perspective, controlling money supply 
growth becomes integral to contain 
inflationary pressure in the economy. As 
John Crow (1997), the former governor of 
Bank of Canada has noted. 

The reason central banks persistently focus 
on inflation, monetary aggregate targets or 
no, IS not that they view inflation as the only 
significant economic issue facing nHxfern 
industrial .states. Far from it. More 
reasonably, they take the considered view 
that what they are unavoidably responsible 
for- managing primary liquidity and in that 
crucial sense in creating money - will in the 
end also be the crucial factor in what happeiu 
to inflation, and that good inflation per¬ 
formance is a plus for the economy as a 
whole. 

Third, the effectiveness of monetary policy 
in causing an impact on the price level also 
depends on inflation expectations. For 
example, while (he expansionary effect of 
fiscal policy will not persist for long without 
an accomm^ting increase in money supply, 
the interest rate effect may. however, get 
sustained, giving rise to inflation 
expectations, and thereby adversely affecting 
the effectiveness of monetary policy to fight 
inflation. 

Given the above theoretical backdrop what 
are the empirical relationships between 
inflation and money supply growth in the 
Indian economy'.' Many studies have shown 
that the relationship between prices on the 
one hand and income and money supply on 
the other is found to hold reasonably well 
over a period of time. Averages of price 
changes over a period of four to five years 
are predicted with reasonable accuracy by 
these equations and these predictions fall 
within a range which should be sufficient 
guide to policy. Seeking to find a direct year- 
to-year correspondence between changes in 
money supply and real income and (he price 
level is a simplistic approach to the problem 
which overlooks the inherent lags in (he 
functioning of an economy. Apart from my 
earlier studies in this regard which I had 
reported in my presidential address to the 
Indian Economic Association in 1988 
(Rangarajan 1989] and the Lakdawala 
Memorial Lecture in 1994 [Rangarajan 
1994], the pricccquation estimated using the 
data forthe period 1972-73 to 1993-94 shows 
Ititt prices move in tandem with money 
supply in the long run.' 


Price Stability and Growth; Is There a 
Tradb-Off? 

Let me now turn to the argument that the 
attempt to reduce the inflation rate may affect 
output growth in the economy. This raises 
the question as to whtf relation one can 
expect between money supply growth and 
output growth in an economy or to put the 
question differently, can money be 
considered neutral in relation to real economic 
variables? Answering this question would 
require understanding the process of 
economic growth itself and the forocs that 
bring about equilibrium in the real economy. 
Most growth theories ate non-monetary in 
nature. They assume growth to depend on 
such real factors as capital accumulation, 
population, technology and innovation. 
Clearly in this context, money has no role 
in enter initiating or sustaining the growth 
process. Despite the money neutrality assum¬ 
ption in growth thcones. economic research 
and public policy have hardly supported this 
proposition as true, in fact as Blanchard 
(1996) observes in the opening remark in 
his survey paper on money and output. 
Much of research on economic fluctuations 
has focused on the elTects of nominal money 
on output This is nut because money is the 
major source of movements in output; it is 
not. Rather it is because economic theory 
does not lead us to expect such effects. 
Indeed it bolds that with flexible prices 
money should be approximately neutral, with 
chojiges in nominal money being reflected 
in nominal prices rather than in output 
The perception regarding (he money 
neutrality proposition, however, underwent 
a significant change with the Keynesian 
revolution, which emphasised that nominal 
wages are relatively more rigid than prices, 
so that an increase in money supply will 
decrease real wages and bring down 
unemployment. This idea was later given an 
empirical justification by A W Phillips 
through his celebrated Philips curve 
relationship between the wage rale or inflation 
rate and the unemployment rate. 

The well known Mil lips curve which 
became the centre of diicniuion of such a 
'tradc-ofT in flie l9S0s and 1960$ has been 
Iheoreiicatly and empirically invalidated in 
many countries since the onset of a prolonged 
period of stagflation in the 1970s. Its demise 
was partly because of the weak theoretical 
foun^ion on which it was based, u it 
ignored (he role of expectations in (he 
economic system, and pwtiy becauie the 
idationship did not empirically hold good 
in many countries, induing UK and the US 
in the 1970s and 1980s. This is, however 
not to say that there is no relation between 
infiaiion and growth. The tradeoff is seen 
to exist at best in the short nm. Given the 
slow pace of adjustment between people’s 
expectation about certain events and their 


actual occurrences, there is always a 
possibility of a shott-iun trade-off between 
inflation and unemployiiieiiL But since there 
ore obvious long-run implicatioiis of such 
an option, it is important that this shon-nm 
possibility is not exploited in a manner that 
it introduces long-run instability. 

Empirical research on inflation and growth 
linkage in the cross-countiy setting though 
not conclusive, leads to a general finding 
that inflation adversely affects growth in the 
long run. Fischer's (1994) study of inflation 
and growth performance of a large number 
of countries bailed on panel regression reports 
that The evidence points strongly to a 
predominantly negative long-term relation¬ 
ship between growth and inflation”. The 
estimates presented by Fischer (1994) 
show that a 10 percentage point increase in 
inflation rate results in 0.4 per cent decline 
in output growth per annum and 0.18 per 
cent dKline in productivity growth. A recent 
study by Barro (1995) reported (hat over a 
long lime period of 30 years, a 10 peicenlage 
point permanent increase in inflation rate is 
estimated to bring down the level of real 
GDP by 4 to 7 per cent. There is. however, 
some inconclusiveness about the empirical 
evidence on the short-nin relationship 
between price subilily and growth. Not¬ 
withstanding this, the experience of some of 
the fastest growing (leveling countries such 
as Malaysia, Singapore and Thailand showed 
that their consistent achievement on the 
growth front in the range of 8 to 9 per cent, 
could come about with an inflation rate of 
3 to 3 per cent. Empirical studies on inflation 
and growth normally do ncK take into account 
thehiddencostsof inflation, whilcevaluating 
the shoii-run or long-run ‘trade-ofT between 
price stability and output. If all efliciency 
costs and welfare costs of inflation were to 
be quantified and given due weight, the 
‘trade-ofr would became even more un¬ 
favourable for growth. International evi¬ 
dences also suggest that inflation rate beyond 
a threshold has significam advene impli- 
caiions for growth. But, what (he appropriate 
inflation threshold beyond which costs lend 
to exceed benefits is needs to be estimated 
for each country separately. Nevertheless, 
people worry ahixjt even mwleratc inflation 
levels because if not held in check, a little 
inflation can lead to higher inflation ami 
eventually afTeci growth. 

It is important to note that while an increase 
in money supply beyond what is consistent 

with the grov^ in real income, could improve 

the credit availability, reduce the interest 
cost and promote investment and growth tn 

the short run, the impact cannot be sustained 

for a long period. The ultimate effect will 
be a rise in inflation rate. A leceni macro- 
econometric model for the Indian economy 
for the period 1970-71 and 1993-94 
IRangKigan and Mohanty 1997], simulated 
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ihowi IhtM an irKrease in in vesitncnt spending 
flnanced by money cieation has a positive 
effect on output. But this effect is si^nificani 
only in the shon run. In the long run prices 
rise at a faster rate. A 10 per cent sustained 
increase in public investment in the non- 
agricul tural sector o ver the reference si mu la- 
lion flnanced by an increase in net RBI credit 
to Government increases the money supply 
toy 3.3 per cent, real capital stuck in non- 
agricultural sector by I percent, price level 
by 1.3 per cent and real income hy 0.7 per 
cent, on an average, during the first two years 
of the shock. In a span of 18 years, the 
average rate of increase in pnee level accele¬ 
rates to 18.1 per cent, while output growth 
averages around 2.7 per cent showing the 
severe inflationary outcome of this policy 
option. Moreover, there is also an adverse 
external implication of this financing policy, 
as it leads to a deterioration in the current 
account deficit in the balance of payments 
through impon leakage and loss ot tom- 
petitivenew of exports. What this policy 
scenario implies is that a high and dispropor¬ 
tionate growth in money supply, whatever 
may be its origin, will m the long run, worsen 
both the internal and external balance m the 
economy. This needs to he weighed against 
the ‘trade-off that n may have in terms ot 
output gain in the mnmcdialc short run 

SUSTAINIMi A Hk'iII LtiVtl. Ot- GkoWTH. 

What Can Monktarv Poi.io Do'.’ 


With the accumulation of evidence 
regarding what monetary policy tan and 
cannot do. there has been a change m public 
perception about the role of monetary policy 
in promoting growth. In the ttccirt years, 
there has been a growing realisation in both 
developed and developing eounines that 
long-run growth constraints arc largely the 
outcome of structural rigidities in the 
ccnnomic system svhich distort ineenttves 
and price signals and promote inefficiency. 
The experience of some of the fast gntwing 
developing economies as well as some 
developed economics demonstrate that 
micro level reforms targeted at removing 
specifle structural rigidities, a macro-policy 
cnvironmenl aiming for increa.scd com¬ 
petition, technological upgradation, a proper 
incentive sinicturc and a stable price 
environment play a crucial role in achieving 

andiuiuininghighratcsofgrowth. Iniixlay s 
woild.thenaiutcof the workiiigof economics 

hai changed radically doc to the pressure ot 

conqiethion and globalisation. This ha.smade 

firm! extremely conscious ol price 
compedtion. Since firms, workforce anti 
countries compete at the margin, public 
policies for providing a stable hackgnxmd 
to the economy have assumed s eritiral 
intpoftance for promoling growth and 

proiicdviiy.ThesedevetopnKiitsluvcmadc 

the GouMries, across the world, more 


conscious of the hidden costs of inflation 
and their adverse implications for growth. 
Perhaps the single most important 
coniributioti that monetary policy can make 
under these conditions is to maintain a low 
and stable rate ofinflaiion that would provide 
the necessary condition for promoling compe¬ 
tition, efficiency and growth in the economy. 

The case for pnee stability a.s the dominant 
objective of monetary policy therefore rests 
on the assumption that volatility in prices 
creates uncertainty in decision-making. 
Rising prices affect adversely savings while 
they make speculative investments mure 
niiractivc. The most important contnbution 
of the financial system to an economy is its 
ability to augment savings and allocate 
resources more efficiently. A regime of nsmg 
prices vitiates the atmosphere for (iromolion 
of savings andallocation of investment. Apart 

from all of these, there is also a social 
dimension Inllalion aflcets adversely those 
who have no hedges against inflation and 
that includes all the poorer sections of the 
tiimmuniiy. Of course, a cniicul question in 
this context is at what level of inflation the 
adverse consequences begin to set m. 

In a resource constrained economy like 
ours, monetary policy would also have to 
play an active role in ensuring adequate flow 
of credit to the essential sectors of the 
economy. Since hy now the restrictions on 
hanks in the matter of credit flows have been 
by and large removed, cash reserve ratio on 
banks has been subsianiiatly reduced and il. 
corporate sector has started accessing funds 
Iroin domestic and global capital markets m 
a big way. the industrial sccinr no longer 
comes under ihe credit-constrained beha¬ 
viour. Under this environment monetary 
policy is ex pccied to work through the i ntere.si 
rate channel in promoting the expansion of 
credit and overall itivcsimcni activity in the 
economy Indeed, this has remained the 
focused objective of ihc recem monetary 
policy initiatives which have made interest 
rate as a signalling device, provided a tree 
hand to commercial banks in Ihe dcier- 
mmalion of lending rates and substantially 
improved the liquidity condition in the 
economy with a view to hnngi.ig down the 
level of interest rate. Responding to these 
initiatives, the prime lending rates ofeom- 
mcreial banks have come down steadily 
from the level of 17 per cent in I‘t93-‘f4 to 
the range ofl 2-' to > 3 per cem ^ly November 
1 <W7. after the announcement of the mone¬ 
tary and credit policy for the second hall of 
j d>)7-d8 The interest rate in the govemmert 
.sccuniy market has also scon a signific.mt 
retliicrion. with the 3M-aay treasury bill laie 

declining by as much xs 
poimsbetweenApnl iddh and October 1W7 
and ihai on longest dated securities sluswing 
a reduction of about 3 pmcni^'c jwnis 
between March 19% and Oiloher 1997. 


Interest iwe responds lo several factors 
and the nominal interest rale comprises of 
three important elements (i> real interest rate. 

(ii) inflation expectations, and fiii) adiscouoi 
factor for uncertainties. In this sense real 
interest rate is rad an observed variable- Real 
interest rate is influenced by several long¬ 
term factors such as saving and irtvesuneni 
balance in the economy and the rale of fcturn 
on capital. On an cconomywidc basis this 
should be equal to real rate of growth. The 
effectiveness of monetary policy to bring 
down the nominal interest rale will depend 
on Ihe impact that this policy will have on 
inflation expeciation.s arid on the perception 
of uncertainly in the economy. As the 
experience of many countries has shown, an 
excessive cxpaasion in money supply to 
bring down interest rate can lead to the 
hardening of the nominal interest rate due 
to a rise in inllation and inflation expectations. 
This is not to say that intere.st rate cannot 
and should not be influenced by monetary 
j)o|icy. It can and will be. But the essential 
point to note is that the only enduring way 
of bringing down the nominal interest rate 
IS by keeping the inflation rate low ik> that 
inflationaiy expectations are broken and Ihe 
uncertainly element is reduced. 

iNTCRMtW ATT. TaRUEI S 

Given the basic goal of the central bank 
to maintain nrice stability, an important 
que on arises as It) what should be Ihe 
intermediate target chosen to influence 
inflation rate. It is sometimes xtked whether 
an intermediate target as such is required for 
such a purpose. iVhilc it is entirely 
conceivable not to have wty formal target. 

It ispracticaily impossible to pursue monixary 
policy goals without an aimouncod larget. 

A monetary policy target, whether 

intermediateorfinal. carries important agnals 

to the market, conveys the monetary policy 
stance in unambiguous terms and helps 
anchor inflation expectation in the economy. 
On the question of whether to have an 

) tiiermcdiaic target there is no standard answer 
since the choice is dependent on the country- 
specific situation and the kind of relattonship 
between various monetary indicators and 
inflation rale. In the west, several couirtnes 
have switched over from intermediate 
monetary target to final inflation target 
because of the observed instability of the 
demand function tor money, leading to 
uncertain relation between monetary 
uggtcgaics and inflruion rate. There are two 
ijpes of criticisms which have been often 
cited against the targeting of tTMincury 
aggregates. First is iheexplaialion provided 
by Goodharfs law that 'any obierved 
statistical regularity will lend to coUapne 
once pressure is placed upon il for ooMral 
purpose” [Goodhatt 19751. This la an 
extimsionoftlwfaiiioua Lucas critique which 



implied that peopJe’i optimal dedsioiu arc 
influenced by the policies themselves, leading 
to unstable economic relations, but consistent 
policy rules will provide stable economic 
behaviour. Goodhatt’s law poses only an 
empirical question whether money demand 
function is reasonably stable for it to be 
useful to predict inflation rate. Second, the 
other limitation of the monetary targeting 
approach pointed out by many is that An- 
aiKial innovations have radically changed 
■ the portfolio behaviour of economic 
agents, leadingto a breakdown of the relation 
bet-ween monetary aggregates and infla¬ 
tion rate. 

In India, our experience shows that money 
demand function is a stable function of select 
variables and it can be used to reasonably 
predict inflation. Several statistical functions 
of the demand for mcuiey estimated by using 
the equilibrium and disequilibrium analysis 
provideoverwhelmingevidenceon the long- 
run stability of the money demand function. 
A recent st\^ conducted by the Development 
Research Group (DRG) of Reserve Bank of 
India which specifically tested the impact of 
financial deregulation in the Indian economy 
on the demand for money in the coi ntegration 
framework stated that “there exisu a long- 
run relationship between money and its 
determinants namely exchange rate, interest 
rate, inflation rate ^ real output” (Parikh 
1994]. Another study conducted by DRG 
staled that "cointegration tests confirm that 
broad money stock, output and prices have 
stable long-run linkages. Disequilibrium 
analysis highlights the inherent tmdency of 
money demand to revert to its steady state. 
In comparison to notorious missing money 
experienced in the western countries, money 
demand in India has been less volatile” [Arif 
1996]. Other researchers have also reached 
similar conclusions using different 
specifications, sample periods and data 
frequency [for example. Nag and Upadhyay 
1993 artd Joshi and Saggar 199S]. The extent 
and pace of financial innovation in India are 
not such as to affect the stability of money 
demand behaviour. Theconceptof monetary 
targeting that has been adopt^ is a flexible 
one which takes into account various feed- 
backeflects. Money supply target is relatively 
well undentood by public and provides 
unambiguously the stance of monetary 
policy. It it also important to note that while 
a target range for M, growth provides the 
annual or medium term context of monetary 
policy. Reserve Bank will need to watch 
closely the behaviour of interest rates in the 
vanous markets. In fact, with the inflation 
rate coming down and remaini ng in a narrow 
range, it becomes possible to focus on interest 
rue along with overall monetary growth. 
ItUereti rale targeting becomes a possible 
coune of action only when inflation rate 
rrmaint in a narrow rmige. 


Conclusion 

In what has hem discussed above on the 
role of monetary policy, stress has been laid 
on one impoitimt aspect of monetary numage- 
ment. Inflation control policies should not 
be viewed as inimical to growth promotion 
policies. Monetary policy remains an impor- 
tam instrument through which both the objec¬ 
tives can be achieved. The developments in 
the recent years have shown that it is possible 
to contain the inflationary pres-sure on the 
economy, while maintaining a sustained 
improvement in growth. The growth rate in 
the real GDP which exceeded 7 per cent 
successively for two years in 199^95 and 

1995- 96, was again close to that figure in 

1996- 97. It is during this period that a 
subslaiUial improvement has also taken place 
in the price situation, with the annual rate 
ofinflation (as measured by variations in the 
Wholesale Price Index) declining steeply 
from I0.9percentin 1994-95to7.8percent 
and 6.4 per cent in 1995-96 and 1996-97, 
respectively. The price situation has shown 
a much stronger improvement in 1997-98, 
as the inflation rale as on October 25.1997 
reached 3.4 per cent on the financial year 
average basis and 3.5 per cent (annualised) 
on a point-to-point basis. This is the lowest 
inflation rate recorded in the Indian economy 
during the past several years. We also have 
the lowest interest rates in recent peritxl. The 
moderation in inflation rale that we are seeing 
now is not a matter of acddenL h » a vinchca- 
tion of the policies that have been pursued. 

What the policy has been seeking to do 
is to modulate money supply growth 
consistent with expected real growth. When 
the money supply growth is targeted at 15 
to IS.S per cent, it is wrong to assume that 
monetary policy is restrictive in its impact 
on the aggregate demand coodilion in the 
economy. Such an order of growth in money 
supply is consistent with an expansioa in the 
cr^t of the order of 20 per cent. In fact even 
in 1995-96, the non-fo^ credit expansion 
was 22.S per cent when the resource 
mobilisation from the capital market showed 
a steep decline over the previous year. The 
past few ycaif of expericiKe reveals that 
whenever the capital market is sluggish, the 
repercussion is felt In the credit market as 
corporates look for bank finaitcet u a 
subriitute for the equity money. It is true that 
there can be some d^rec of substitution 
betwe e n these two sources of finance, given 
the interest rate conditioiis in the market. 
However, from a long-term standpoint bank 
credit should not be viewed as a substitute 
for equity capital, as both these sources of 
funds have their respective distinct role to 
play in the financing of corporate invest menL 
Ensuring price stability requires the pursuit 
of a consists policy over a period trf time. 
TIus may at times make the central bankers 


unpopular. But this is a crou they have to 
bear. The need to take a view which is not 
short-term has indeed been one of the 
arguments advanced for greater autonomy 
for central banks. 

Note 

(The paper is based on the author's Ninth V T 
Kriifanamachari Memorial Leduie delivend on 
November II. 1997 it the lutiuse of Eooooniic 
Growth. New Delhi.] 

I The price equation can be modelled as an 
inverted money demand function. The 
empirical estimate of the price equlion is die 
Indian cootexl for the laiimlo period 1972-73 
to 1993-94 ii as followt: 

• 

LnP = 2.407 = 0.387 La YR 0.233 Ln M, 
(2.183) (-IR77) (3.324) 

-f0.738LiiP^ „+0ja73DUVt744<l.l33DUM80 
(7.797) (2.185) (5.892) 

R-> = 0.99. h «-0.93. SEE > 0.03, metm - 4.74 
where P is the index of wholes^ prices, YR 
U real GDP at fiictor cou, M, is br^ money 
and DUM74 and DUM80 are two dummies 
for inflation oudieix representina oil price 
shocks. Figures in bracks are l-tlnliitics of 
the coefficienti. The long-run elasticity of 
price with respect to money supply wotks out 
to near unity (0.97). 
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Mediating the Meaning of Market Opportunities 

Gender, Caste and Class in Rural South India 


Karin Kapadia 


Research on poverty that focuses solely on access to employment runs the risk of implicitly being an approach that 
neglects the gender dimension of poverty. In the context of inequitable gender relations within households, poor women 
may have access to employment, but still he sharply subordinated, so that they have very little control over their earnings. 
Women’s control of their earnings or of credit cannot he awarded to them by development agencies. Such control 
over resources is intimately connected with gendered power relations and with perceptions of gendered needs and 
rights. 

To illustrate the ways in which gender, caste and class participate in constituting the political economy of poverty 
in rural Tamil Nadu, the author focuses her discussion on three different contexts, in each of which the organisation 
of labour and the agency of poor women themselves are differently constructed - that of impoverished pallor women 
who are scheduled caste and landless agricultural labourers, that of poor middle-caste soliya vellalar women who 
workas bonded labourers in the synthetic gem-rutting industry and that of low-income middle-caste women beneficiaries 
in a major government income-generating programme. 


1 

Introduction 

IN reeking to understand the inter¬ 
relationship between gender and povcitjr, it 
is important to analyse the conicM of gender 
relations in thespecificcascheingconsidcred. 
particularly the imbricated relattons of 
gender, class, ethnicity and race -and religion 
too in many coiMcxls. Gender is generally 
understood to mean the social construction 
of sexual identity. This is a sufTicicnt working 
definition for Ih* purposes of our disntssion 
here. Women who arc poor arc poor because 
of the specific ways in which tnc various 
aspects of their social identities interact - 
inolher words, they are pow because of their 
specific positions in widCTsiiuciurcs of power 
relations. These wider structures have been 
often studied, in attempts to analyse poverty, 
but most such investigations have hcen blind 
to the cnicia] role played by gender. As 
Naila Kabeer has pointed out. these studies 
have often been premised on the concept of 
a male actor and of male-centred notions of 
well-being and agency (ISWi; IIV But 
Joan Scott reminds us that: "politics cims- 
uuct gender and gender constructs politics" 
(1988: 25). For this reason, in trying to 
understand poverty, it is essential that our 
analysis includes “the exposure of the often 
silent otd hidden operations of gender that 
arc nonetheless present and defining forces 
in the oiganUation of most societies" (Scott 
1988: 25]. 

Hen Soottuies ‘politics’ in its wider sense 
to mean, in Gillian Hart’s words, "the 
pnicesaet by which struggles over resources 
and Uliour are simultaneously struggles over 
SQciatty-coBiinKted meanings, definition* 
andidcmilles"( 1991:95). Hart slre-ssesihat 
*e have lo ‘Velum to the central insight of 
femMittbeoiy - namely, ihe need locxiend 
ibe deflollion of polittes" <1991: 95). In 

short, 10 undemand the fender dimensions 


of poverty one has to understand the political 
economy of poverty - with politics always 
being understood in its broader sense. 

The social construction of gender is not 
static and unchanging - gender meanings are 
closely connccU»l to struggles m other sili»: 
they arc "dceplv implicated in struggles over 
rcsouim and labour" [Hart 1991; 1131. They 
are implicated in stitigglc.% for higher status 
as well, which in the Indian caste context 
means, among other things, that women's 
participation in paid work outside Ihe horn 
becomes a major signifier of ca.sle status and 
also of class. 

A key concept in the literature on poverty 
is access, A major concern eurrenlly is with 
the access ol the poor to cmploymem. This 
IS obviously of great importance: labour 
market structures that limit access to jobs for 
those from the lower castes and lower classes 
are clearly major factors in the perpetuation 
of poverty. John Hamss, K P Kannan and 
Gerry Rodgers have done important re.scareh 
tn smith India, dehneming how the urban 
labour market is segmented and shtiwing 
that there is a strxing correlation between 
labour market status and poverty (1990), 
Those from the lowest castes remain out of 
reach of better jtibs and never have the 
opportunity to significantly raise their living 
standards. Here the lack of capabilities of 
Ihe poor is crucial. It indicaic,s that the 
segmentation of the labour market implicitly 
dependson thccontinued .sharp segmentauon 
of educatwnal opportunity in south India 
which in turn intersects with existing ivwir 


... .Ml 

y research in the state of Tamil Nad'.,, 
h India, indicates similar scgmeniaiion 
ural labour markets, where the more 
alive forms of non-farm employment are 
less available to the lower castes - 
x-ially the ’untouchable’ castes - than to 
upper castes. It is the upper and middle- 

es who are the gate-kecpenofbeiier paid 


avenues of cmploymem and who tend to 
n.onopolise them. The ’untouchable' castes, 
against whom discrimination continues to be 
actively practised in rural Tamil Nadu (even 
though it '.s formally illegal), are euphe¬ 
mistically referred to as the ’scheduled 
castes’. In rural areas they largely remain 
trapped in agricultural labour a^. more 
recently, in the worst paid non-farm 
occupations. 

Ar .-ss to crnplovmeni therefore remains 
a crucial issue on the development agenda. 
However, here I want to argue that research 
on poverty that foctt.scs solely on access to 
employ mem tuns the risk of implicitly being 
an approach that neglects the gender 
dimension of poverty. This is because it has 
become increasingly clear that gender 
relations within households may be very 
inequiiable. tn such a context, it is possible 
that poor women may have access to 
employment, but still be sharply sub- 
ordinated. so that they have very little control 
over their earnings. In such comexU access 
t<- income alone c,innot guarantee the wcll- 
beingof poor women - they also need control 
over their camings and a minimal degree of 
autonomy. However, women’s control of 
their camings or over credit cannot be 
awarded to them by development agencies, 
however well meaning. Such control over 
resources is intimately connected with 
gendered power relations and with per¬ 
ceptions ol gendered needs and rights. 

In other words, the agency of poor women 
IS central lo the issue. In very many contexta 
gender relations are such that wuiiien's 
agency is strictly limited so that women are 
not free-vi tiled individual dcciskm-makcrs. 
Ir, rural south India women and men are very 
differently positioned in rriatran to existing 
power siruciures - structures that are 
primarily consUtuted by gender, carte aed 
class. Ii is these axes ofidentUy that m ed i at e 
Tamil women's iriaiianthip with miikit 



oppottunilies - a market that is itself socially 
constnic ted and deeply gendered. To illustrate 
the ways in which gender, caste and class 
participate in constituting the political 
economy of poverty in rural Tamil Nadu 1 
will focus my discussion on three difTetent 
contexts, in each of which the organistuion 
of labour and the agency of poor women 
themselvcsarcdifTcrcntlyconstructed. First, 
the context of impoverished pallar women, 
who arc of scheduled caste and are landless 
agricultural labourers. Second, that of poor 
middle-castc soliya vdlalar women who work 
as bonded labourers in the synthetic gem¬ 
cutting industry. Third, low-income middle- 
caste women beneficiaries in a major 
government income-generation programme, 
the Development of Women a^ Children 
in Rural Ar^ (DWCRA) ptograiiune. The 
gendering of women ineach of these terrains 
of struggle is significamly different; even 
within the same village women are gendered 
in radically difTetent ways, depending on 
theircasteandclass. HoweveT,thdrgendeied 
identities are neither given nor fixed. On 
the contrary, as Hart observes, ‘identities 
and interests are forged through political 
struggle (in iu extended sense) on multiple 
and intersecting sites" (1991: 117). These 
are ongoing processes in which the gendered 
identities of both women and men undergo 
change. 

This analysis will focus on the wider niral 
society with its structures of constraint created 
by clau and caste i n which low-income rural 
women live. My data is drawn from two 
(hfCerent periods of fieldwork inTamil Nadu: 
on the one hand my doctoral research (1986 
to 1988) on women who were landless 
‘untouchable’ caste agricultural labourers 
[Kapadia 199Sa], on the other hand 
postdoctoral research (1992 to 1994 and 
revisits thereafter) on middle-caste women 
who worked in the rural synthetic gem¬ 
cutting industry as gem-cutters (Kapadia 
l99Sb. 1996a. 1997a, 19976]. 

Access to market opporftinities that 
could provide ladders out of poverty - to 
employment and to credit in particular- will 
be seen to be strongly methated by gender, 
caste and clast in each of these three case 
itiKiies, though, significantly, the relative 
importance of each of these axes wilt be seen 
to differ subMantiaUy in each case. The agency 
of each group of women will also be seen 
to be significantly dUFerent, as well as being 
internally differentialed. Pallar women were 
able to resist their employers vigorously, 
they prosecuted their clau identities far 
more effectively than pallar men did - 
consequently strikes for higher wages were 
led by pallar women. But soliya vellalar 
women thawed no such gender-difreienliaied 
advantage in questioning their woiksbop- 
ownert. On the contrary, their resentment, 
when articulated, waa as often directed 
lowanis their husbands, as it was towards 


their employen. The middle-caite women 
beneficiarict in the gover nm e n t DWCRA 
scheme were of similar caste status to the 
soliya vellalar women, but were far more 
conscious of their exploitation by gem 
merchants. 1 will suggest that the sharidy 
varying degrees of class-consciousness of 
these low-income women and their varying 
abilities to resist employer control are 
intimately linked to th^r struggles within 
the household and the local community. 
Hart has pointed out how important these 
intersecting struggles are, and not just for 
women: "reverberations among workplace, 
household and community politics are just 
as imponam for men as they are for women” 
(1991; 95). 

Section 11 focuses on pallar women workers 
and Section 111 on soliya vellalar women 
gem-cutters. Section IV will show how 
gender relations differ in these two castes 
and investigate the impact of different 
production relations on women’s agency. 
Section V introduces the women beneficiaiies 
in a major income-generation programme, 
the DWCRA programme. In the final section 
I argue that the ways in which gender, caste 
artd class irrediate poor wotrten’s ecoitomic 
opportunities suggest that access to income 
cannot be seen as the primary goal of atUi- 
poverty strategies, because access, though 
essential, is insufftcient. It has to be 
accompanied by the recognition that low- 
income wonten must have much greater 
control over the resources that they gel access 
to. This is what a gendered analysis of 
poverty implies. 

II 

Pallar Women in Aniloor Vfllagc, 
TiruchilMrtrkt 

Aruloor village was also considered an 
agrarian town due to its large population. 
With its three small satellite villages it 
constituted an administrative unildesignaled 
a Town Panchayat, with a population of 
7,531 in 1987. Within this unit, Aniloor 
village itself had over tiOdifferent castes and 
a population of 6,176. Within Aruloor village 
the pallar cpmmunily of 778 people 
comprised 12.6 per cent of the populalkm. 
Aruloor lies in the fertile and wdl-watered 
rice-growing region that borders the Kaveri 
river. It is thus part of the ‘rice-bowl’ of 
Tamil Nadu. 

Pallar women agriculturai labouteri in 
Aniloor village were organised in informal 
workgroups. In lime-rate work they worked 
individually, but more commonly they 
worked in groupa doing‘contract’ pieex-rale 
work. 'They went on ttrike colleotively for 
higher wages, from time to time. Theae 
icheduled caste women perceived themielvca 
aibeinggreallyexploil^bythdremployert. 
who were landlords of much higher caitea. 
Pallar women mocked m and ciiddied their 
employen. In turn, they were routinely 


w pre ae nted, by landtordt, as headatrang, 
{Ufficult women who made unreasonable 
wage dertumda all the time. 

Pallar women were both vocal and active 
in challenging ihdr exploitation by their 
employen even though their elTotts met 
with limited success. I argue that their proto- 
trade union type activity was very signi- 
frcantly related to their caste siat^ their 
clau statiu and to their gendering - that it, 
to the specific way in which women were 
gendered in this ‘untotrehiihle’ caste. 

As a community, the pallars, both women 
and men, uw themselves as marginalised 
and humiliated in many everyday contexts 
by the upper castes. They also, increasingly, 
recognis^ that they had been denied the 
opportunities that they uw other castes 
enjoying - especially higher education and 
salaried government jobs. They therefore 
had little sympathy for the higher castes. 

Most crucially, within the contexts of pallar 
caste, kinship and household, pallar women 
enjoyed far greater independence than any 
caste-Hindu women in Aruloor village did. 
This independence - which included full 
rights to divorce and remarritige - was also 
related to their traditional economic role as 
equal providers for the household. The social 
expectation that pallar women would work 
to provide for their families on an equal basis 
with pallar men. was one of the most striking 
difterences between the pallars and the other 
upper castes. This is an expectation that 
exiiu in all the poorest castes, whether 
‘untouchable’ or ‘cute-Hindu’ because it is 
an expectation bom of dire economic need, 
pallar women have slaved under the burning 
sun, standing in muddy paddy flekb, not 
because they wanted to do so, but because 
they have had to do ao. Economic need 
dictated that pallar women had to be 
independent, resourceful, full of initiative. 
They had to be mobile, ready to seek 
agricultural labour far from theirown village, 
if need be. 

m 

SoUya VeOalwr WouMn in 
TannirpaHi ViHafe,Tlniclii Dbtrkt 

Tannirpalli has an extremely fine temple, 
butisotherwiseratherdisadvantaged: itiiu 
in an arid area which has received steadily 
less rainfall in the last decade. Like Aruloor 
It is a large village, with 7,429 people 
(according to the 1981 Centut). The great 
majority belang to the soliya vdlalar caste 
It is unlikdy that the village could have 
sustained such a large popu tdi on, were it 
not for iu flouriahhig synthetic gem-cutting 
industry. Unlike Andoar, here the mi^>y 

of people derive their livdihoods from gem- 

cutting, not from agriculture. 

The gendering of middle-caste loliya 
vdlalar women worken la Tamirpalli was 

very dlffewwftoni that of uoto ti dt i M e carte 
pallar women. Because moatofTanoiipalli's 



population wa* wliya vellalar, this meant 
that virtually all gem-cutting workshop 
owners were of the same caste as their 
woilcen. In the context of labour relations, 
this was extremely signiricant. Hunher. 
because of the tradition of close emss-kin 
marriage that characterises Tamil kinship, 
many s^iyavellalarswithinTannirpalli were 
rdat^ at least distantly. Thus women gem- 
workers (Hkc men) were often not only of 
the same caste as their workshop owners, hut 
aiso of the same extended kindred. Actual 
kinship with one’s employer ha.s a strong 
impact on the ntuting of worker resistance 
to oppression, as Tom Brass has shown 
(1986). Of equal - if not even greater - 
importance is the phenomenon of fictivc 
kittship, where people address each other as 
if they were kin. It is extremely significant 
that an idinm of fictivc kinship was used by 
almost all employers and workers to each 
other. 

Though some women workers were itic 
kin of their employers, they were 
emphatically not of the same class as their 
employers. They, like their husbands, with 
whom they usually worked, were im¬ 
poverished workers indebted to fairly well- 
off entrepreneurs. Class difference was 
enormously important in Tannitpalli. Both 
women and men workers often castigated 
the arrogance of ‘the rich’ - their wealthy 
employers (both kin and non-km) - and the 
exploitation of ’the poor’ - themselves. This 
discourse was distinctively different from 
those we encountered in other villages. No 
other village that we studied had such a 
homogeneous caste population - and in no 
other were ’the rich’and 'the poor’explicitly 
contrasted more frequently. 

’The domestic lelations of soliya vellalar 
women workers with their husbands in 
Tarutirpalli were strikingly different from 
those of pallar women, paltar women 
legulariy refused tocook for violent husbands 
and they left alcoholic husbands if these men 
did not improve their behaviour Such 
separations from abusive husbands could be 
either short-term or permanent - in either 
C8« pallar women were welcomed back by 
iheir parental households, if they wished to 
return there. They were seen as valuable 
assets to any household, on account ol their 
earning ability. 

Soliya vellalar women, in .sharp contrast, 
did not walk out of their marriages. .Some 
of them wtshod to. but they aaild not do s<s 
They were (encad in by far greater con- 
stniinu both because they were middle- 
ranking caate-Hindu women and hccau.se 
Iheir caste aiplred towards higher caste 
norms. In customary pnetKe soliya vellalar 

women WB« allowed divorce and remamage 

' thmecuitonia suggest thw their communit y 
had originnily sharad lower-caste values. 
But It waa tMcoming increasingly difficult 
for aoliya vellalar women to divorce or 


remarry. Men, on the contrary, as in all 
castes, were freely allowed to remarry or to 
t.ike an unofftcial second wife, especially to 
beget sons. 

Because divorce is .strongly discouraged 
today and current caste norms admonish 
wifely obedience, soliya vellalar women in 
bad marriagw, with abusive or exploitative 
hu.sbands, have to stay in these marriages. 
They arc required, by their neighbours and 
women friends, to show true grit and to bear 
all difficulties quietly. But some women 
were not as quiet as they should have been 
- they talked about Iheir problems, and Iheir 
complaints clearly articulated theirresistance 
to Iheir domestic subordinat ion. Thcschiddcn 
mutinies and cries from the heart remained 
hidden m the better-off households where 
the women only spoke to us iif the strictest 
confidence. But in the poorer households 
these conflicts were revealed in public, 
sometimes with the distraught wile shouting 
and weeping in the sirccl. 

Pan of the reason for women’s ability to 
voice their critique of thrir husbands openly 
was their steadily increasing employmem in 
gcm-cutiing. But partofiheieason they did 
so, unfortunately, was the increasing 
desperation of some women. ’Their protests, 
both private arxl public, and their resentment 
of ihnr husbands, were sharpest where these 
husbands had openly reneged on their roit 
as providers, leaving thesf women to struggle 
to Iced ihctrchilclicn on their meagre earnings 
I suggest that the crucial catalyst for individual 
women's domcsii: protests was the new, 
par.uJoxical nature of ihcir lives. On the one 
h.imJ they were full-time workers with a 
highly skilled earning capacity that was 
cs.scniul to family survival. But on the other 
hand they were required to be subordinated 
and submissive wives even to husbands who 
had abdicated their role as family providers. 
Kor many women the disjunction between 
everyday reality and ihe normative fiction.s 
of their community had a jagged edge 

IV 

Gendering, Work Organisation and 
Women’s Agency 

.Most soliva vellalar women appeared to 
find It extremely difficult to view Ihem.selvcs 
as being in open conironlalion with their 
enipioyeTs.as pallarwomcndid. This inability 
to adopt an oppositional identity is apparently 
connei-icd with their kin telaiionshtp with 
employers tin some cases) and their caste- 
relationship with Iheir employers (in all 
case.’,'). 

Hut the i-eniral reason why they showcj 
little open resisianc-c to their employers is 
more protoundly connected with tw.i 
fundamental, intersecting struciure.s of 
lOWlraint. first, the nature of soliya vcll.ilar 
gcnderrrlai loas and. second, the organisation 
of work, which is intimately shaped by gender 
relations. 


First, the nature of gender rdalions. It was 
apparent that several women fell that Iheir 
exploitation as wives at the hands of their 
husbands was considerably worse than their 
hardships as workers. They expressed their 
greatest distress at the ’irresponsible’ 
behaviour of their husbands: it was in Ibetr 
role as wi ves that they faced the most painful 
contradictions. In a context where many 
husbands - for varying reasons - did not or 
could not fulfil their responsibility to feed 
their households, their wives looked on their 
employers as iheir allies, albeit of necessity. 
Tbesc women were aware that they were 
underpaid and were worked too hard - but 
they also felt that they were getting an even 
worse deal from their husbands. Their 
husbands were reneging on their role as 
family providers - unlike Ihcir employers 
whohad no moral obligation to protect them. 
They also fell that they had been drawn into 
bonded labour because they had married 
bonded workers. Thus theenormous stresses 
ar,'.daily frustrations of bondcdlabouT, were 
associated, in their minds, with their identity 
as wives. 

Where si'liya vellalar women had been 
deserted by their husbands or where they 
were the main providers of housdioWi where 
husbands gave little, they were leacued trom 
destitution by their gem-cutting earnings. 
Such women saw their exploitation as 
works's as en irely secondary to ihdr ill 
treatment as wives. These perceptioos 
contrast strikingly with the class 
consciousiKss of pallar women labruiiers 
who keenly resented die ways m which their 
employers profited at their expense. This 
contrast. I suggest, derives from the radically 
different genderings of pallar and soliya 
vellalar women, as wives, mothers and 
workers, to their very different social 
contexts, where Ihe social exclusion of the 
pallors as an ‘untouchable' caste is salient 
and to the very different ways in which 
production is organised in agricuitural laboiir 
and in the gem-cuHing industry. It is to this 
organisation of work that I now turn. 

Pauar Women: LABOuaEnsFiasr, 
Wives Second 

Pallar women strongly identify with their 
rujc as workers, for several reasons. It is a 
role which their community regards very 
positively: women’s paid work is valorised 
and it is seen as admirable in a woman to 
show initiative in finding daily paid work. 
Crucially, this work is not mediated through 
Iheir husbands - pallar women are indepen¬ 
dent workers who recei vc a wage that is paid 
into their own hands. Equally importaiNly. 
ibey retain control of their eamingi a^ 
decide how their income should be 

Pallar women labouten tend to work in 
large work-groups (work-gangs) for moat 
agricultural tasks, and have a strong lenie 
of their collective inteiau {Kapadia 1993^ 



With (he Meady inciease in piece-rate work 
in Kceni times, individviai time-rate work - 
such as weeding, which used to be done by 
individual women labourers ~ is. instead, 
today often given to women's work groups 
on piece-rate as a ‘contract’ job [Kapadia 
1996b]. Thus both the organisation of work 
and the payment for this work arc becoming 
increasingly collectivised. This encourages 
strong solidarity within women’s groups, 
even though thm is competition between 
them for work. But. despite competition, 
then is absolute solidarity between all groups 
when strikes are colled - the.se women arc 
well aware of the need for unity when 
challenging their employers. 

The bargaining position of pallar women 
labourers has been strengthened by the steady 
feminisation of the agricultural workforce, 
that is occurring in this part of Tamil 
Nadu, as in much of south India today [see 
Kapadia 1992. 1995 and Harriss-Whitc 
forthcoming for Tamil Nadu; da Cotta and 
Venkatcshwarlu forthcoming for Andhra 
Pradesh; Hart 1991 forMalaysia]. Themajor 
male agricultural task, ploughing, has been 
largely mechanised. None of the female 
agricultural tasks has been mechanised, 
however. 

Further, with the move from paddy 
cultivation to the increasing cultivation of 
cash crops like banana and sugarcane, the 
need for female labour for weeding has 
increased significantly. Thus wider 
agricultural trends have strengthened the 
position of women labourers - employers 
need them more than ever, while there is less 
and less work for male labouren. This helps 
to explain why it was always pallar women 
who initiated strikes - pallar men followed. 

Unlike pallar women, pallar men did not 
normally work in gangs, but (ended to work 
as individual labourers. They thus lacked 
the group Mlidarity that enveloped pallar 
women. Further, most pallar men were 
involved, at least to some degree, in long¬ 
standing client-patron relations with their 
upper caste employers. These relationships 
(Mved fmn e^ier times when pallar men 
had been the tied labourers (‘pannaiyal’) of 
big landlonls. The tied labourer system had 
entirely disappeared, but men still had client 
relations with particular wealthy landlords. 
They now depended on these patrons for 
access to contacts who could provide them 
with the non-farm employment that they had 
to increasingly turn to. They were theitfore 
reluctam to antagonise these employers. 
Pallar women, on the other hand, were 
excluded fri>m these male patron-client 
relations and therefore lost nothing by 
initiating wagedemnds. This work-context, 
svhere the fact of social exclusion is central 
to the fomiation of an oppositional identity, 
inu very striking limitarities with that 
deacribed by Gillian Hart in her classic 
diieaMion of production politics in Miida. 


Malaysia [Hart 1991 and my discussion in 
Kapadia l99Sa]. 

Hnally, obedience to husbands was not a 
virtue (hat pallar women were required to 
cultivate - it was not a quality prized by 
pallar caste culture. On the contrary, pallar 
women were expected to play an equal role 
in providing for their childrM, so they had 
to be independent, resourceful and full of 
initiative in seeking work. The upper caste 
norms which legitimise the notions of male 
authority and male superiority rest on a 
material base where (he male is the 
breadwinner and the female is the dependent. 
Within the i mpoverished reality of pallar life 
there was no material base for nuJe claims 
to either superiority or authority. Pallar men 
contributed only a limited part of their 
earnings to their households, expecting their 
wives to provide too. So pallar women saw 
no reason to obey male authority at home, 
pallar men did sometimes try to invoke these 
upper caste norms and to enforce female 
obedience, but with little success. So pallar 
women lacked the social indoctrination that 
made soliya vellalar women such desirable 
workers in the gem workshops. This was 
quite apparent to (heir upper caste employers, 
who gromblod that the pallar women never 
worked satisfactorily but always made out¬ 
rageous wage demands. Clearly, questioning 
mate authority at home gave pallar women 
a distinct advantage: it encouraged them to 
challenge it regularly in the work place too. 

SouYA Vellalar Women Workers: 

Always Wives 

But the work context of pallar women was 
very far removedfrom that of Soliya Vellalar 
women gem-cullers. Soliya vellalar women 
normally entered the workshops as the 
assistants of their husbands. Th^ did not 
receive their wages in theirown hands -they 
received no separate wage at all. The gems 
they produced were part of the total number 
pfoduced by them and their husbands and 
no formal recognition was given to their 
separate contributiiMi. Just one piece-rate 
wage was paid into the hands of the male 
worker. Thu» the gem-cutting wage was 
constituted as a joim ‘household wage' rather 
than an individual wage. Further, most 
women had I ittle say over how these eamlnp 
were allocated; it was usually their husbands 
who decided how this joint income should 
be spent. 

Soliya vellalar svomen’s experioice of 
wage woik was thus fundamentally (Ufferent 
from that of pallar women. Their identity as 
svorken was mystified by the fact that their 
community primarily valued their roles as 
wives and mothers. Their role as workers 
was represented at peripheral and secondary 
- even though they spent all day, every day, 
in the woifcshopt. They were, in this way. 
aHeneied from the ir identity as workers. Even 
urhen they svere the primary br ea dwinners 


of their households (possibly In at many as 
ono-thiid of all households in the village) 
this role received no social recognition at 
all - it was blanked out from social view 
because it jarred with the soliya vellalar 
community's view ofhawthingsaiight to be. 

Viewing theirown lives and work through 
the prism of their caste’s pe r ce p t i ons, many 
soliya vellalar women appeared to see thar 
difficulties as deriving largely from their 
identity as wives. There is possibly a degree 
of false consciousness involved in their 
emphasis on their betrayal by their husbands, 
because this emphasis lends to exculpate 
their employers. Employers have to take 
much of the blafhe for the broken morale 
and the deep frustration of many male 
workers. Even so, it is impossible to dismiss 
women's own understanding of theirsituatian 
as false consciousness. On Ihc contrary, their 
perceptions suggest that, even in a context 
of extreme labour exploitation, gender 
exploitation mi^beexperiencedasagteater 
problem than class exploitation, by many 
women workers. This is what a number of 
soliya vellalar women clearly felt. 

Thecontradictions (hat beset modern soliya 
vellalar women are not unique - they reflect 
the contradictions that beset many women 
in Tamil Nadu today. On the one band it is 
becomingincieasingly necessaiy for women 
to participate in ’outside’ paid work. But 
such female participation is still regarded 
with deep ambivalence because - except in 
the poorest, lowest castes - women’s rotes 
as subservient wives and mothers are still 
seen la the ideal fcmtde roles. 

Even though ’outside’ work is allowed lo 
Soliya Vellalar women, il is not prized in 
the way in which the lowest castes represent 
women’s work. This is itrikin^y illustrated 
by the fact that well-off pallar women who 
had no need at all lo work, would sometimes 
go off to the fields to work, simply lo enjoy 
the cheerful camaraderie of the women’s 
work-groups. No well-off soliya vellalar 
woman would ever do likewise: in the context 
of bonded labour, gem-cutting is r^arded 
as enforced hard (oil. Wealthy soUya vellalar 
sromcn stay home. 

Apart from the ttniciuic of praduaion 
relations, the differential abilities of soliya 
vellalar women and pallar women to 
prosecute their class identities as wotken ate 
also strongly influenced by wider timts in 
the rural economy. Here the steady 
feminisation of agricultural labour is 
obviously central in slrengthening the hand 
of pidlar women. Hosvever, research cm (he 
stages of the ‘Oreen Revolution’ in India 

suggests that the stage of heavy demand for 

labour ii followed a stage of intensive 

mechanisaiionwhealabaurdemnndcontiacis 

sharply (Clandnaeklur 1993]. Pkitther.Hart 
argues that in Murk Hie introduction of 
Ubour-tlspladng t o cfanologlea wai part of 
an efrott..to with the challe^ 



womea'i (xganisatianal capacity" (1991: 

113). It ii both possible and likely that the 
Mu^ scenuio will be repeated in Tamil 
Nadu - with disastrous results for landless 
women labouren. 

V 

Womco Bcncfkiarks in tbc 
GovernmcBt DWCRA Programme, 
(VMvanoor Village) Pudukottai 
Diitrict 

I have aigued that a pnmaiy focus on 
access to employment and credit is not 
enough: such an approach is flawed because 
it does not give enough importance to 
asymmetrical powcr-tclaiions within the 
househdd. Such a flawed approach was 
strikingly ilhutr^ed in a major Tamil Nadu 
government income-generation programme 
for poor rural women that wc studied in two 
districts of Tamil Nadu (Tiruchi and 
Pudukottai districts). We followed this 
income-generation programme over a two- 
year period, as a comparative study to our 
main focus on the gem-cutting industry in 
the private sector in Tiruchi district. The 
DWOIA programme was very relevant to 
our main study of gem-cutting inTannirpalli 
because the DWCRA women were being 
ttainedon new hi-tech gem-cuiti ng machines. 
These machines (costing around Rs l.S.OIX) 
each) represented the cutting edge of 
technology j n synthetic gem-cutting in Tam il 
Nadu in 1992- r994 - and were thus a major 
capital investment for the low-income women 
bmieficiarics who received them. 

This state-level programme was pan of a 
very large, high profile. pan-Indian, rural 
development programme, jointly funded by 
UNtC^EF and the central govcmmciu. It was 
India's largest development programme 
specifically targeting poor rural women and 
was entitled the 'Development of Women 
and Children in Rural Areas’ programme - 
DWCRA for short. In this DWCRA 
progr a mme, which started in 1991 in our 
research area in Pudukottai district, poor 
women were given training in a vaneiy of 
occupations, with the avowed intention of 
turning them into ‘entrepreneurs'. These 
putaii ve itricro-ertrepfeneuTs received loans- 
in-kind from the niial branches of the large 
tutioiialiied banks. Those women's groups 
who were trained in gem-cutting received 
their credit in the form of hi-teth semi¬ 
automatic machines and the other tools 
needed in their new occupation. They 
received training for three months in gem- 
cutting and received a small stipend while 
they were truned. 

In April 1994 there were 56 women's 
gem-cutting groiipa with 1.089 members (an 
average of 19 members per group) m 

f^idulnitui diitiKC’There were 99 women's 

Sem-cuiting group* with l,516membeisin 
ihenatomunil Nadu.excludingPudukotiai 
diitrict (this information waa given to us by 


the Stale Department for Rural Developniem, 
Tamil Nadu). Thus 36 per cent - more than 
one-third of all gem-cutting groups in Tamil 
Nadu - were in Pudukottai district. Our 
inquiries suggested that what was happening 
inPudukottai was also representative of what 
was happening more widely in the other 
DWCRA gcm-cuiling schenm throughout 
Tamil Nadu state (sec Kapadia forthcoming]. 

Many DWCRA groups were trained in 
synthetic gem-cutting in Pudukottai and 
Tiruchi districts, beewse it was already a 
major rural industry in both districts It was 
felt that a large and growing demand existed 
for these gems in both local-level and 
national-level markets. Men were not allowed 
in the DWCRA groups: women were the 
sole bencficianes. They were supposed to 
be women from the scheduled castes and 
other poorest castes, but, as sc often happens, 
the programme (in its iniiidl stages) was 
hijacked by bclier-off groups. We followed 
ihc earliest cohort of beneficiaries over two 
years - this cohort was almost entirely 
comprised of middle-caste women. They 
were offairly low income, but were certainly 
not among the poorest in the village con¬ 
cerned. "nicy were clearly delighted to 
receive theirexpensive.hi-leth gem-cutting 
machines and worked very hard within their 
homes, producing large numbers of gems. 

So what could go wrong with a programme 
for poor women that looked so good o.. 
paper'.' Several things went wrong -1 have 
discussed these intersecting institutiona' 
failures and analysed their causes elsewhere 
(Kapadia forthcoming],The paiticulBr fulure 
that I want to focu-s on here is the apparent 
expectation, by the govemmeni officials 
administering the progiamme and by the 
bank oftici als who authorised the large loans- 
in-kind, that the women bencficianes would 
nor only cam much more, but would also 
control these earnings and be 'empowered' 
by them. This cheerful expectation was 
belted- Our researeh showed that DWCRA 
women-workers' new earnings - which were 
remarkably high in the early months of the 
programme - were largely c-omrolled by 
their husbands. This appropriation is far less 
likely to have happen^ in ihc lower castes, 
but this first cohort consKsted of middle casic 
women. In several cases their camings were 
invested by their husbands in property tha 
was then registered, not in tbc women $ 
names, but in their husbands' names. T^s 
DWCRA women’s earnings directly 
hcncllted their husbands, rather than the 
women themselves, who remained financial 
depeitdetus. even though they were 
independent canters. 

In this way the programme’s avowed 
intention to empower women through nucro- 
credit and give them control over income 
wu largely frustrated. This failure occurred 
because there had been no recognition of 
ground realities - for example, the cultural 


fact that middle-caste women tended to lack 
control over their own lives. It wu this pre¬ 
existing lack of autonomy that was lefletied 
in women's lack of control over their 
DWCniA earnings. This is why I aigue that 
simply to target micro-credit and other 
resources to women,«is being done today, 
by, for example, the World Bank, is just not 
adequate. Such targeting - or access, in 
other words - is essential, but not siifllcieni, 
if the social context of provision is one 
where both women themselves and their 
earnings are subordinated to men's control. 
And such gender subordination is the general 
rule in the Indian context, except in the 
lowest castes. 

Our flndiiigs in relation to the DWOIA 
credit programme (Kapadia fortheuming] 
mirror recent findings in Bangladesh, where 
similar problems have been revealed. The 
Gramcen Bank is Bangladesh’s best known 
rural credit agency. It is currently being 
promoted, by the World Bank, as a very 
successful model that can be widely 
r-slicaled. Yet recent research has found 
that cash loans to women recipients from the 
Gramcen Bank ant from other major rural 
credit institutions have, in fact, largely been 
appropriated by the husbands and male kin 
of the women recipients (Gocti and Sen 
G'jpta 1994). The similaniy ol the findings 
of these researchers to our findings in Tamil 
Nadu emphasise the urgent need fur policy- 
makers, programme administrators and 
government officials to recognise the 
existence of asymmetric power relations 
within households - and to translate tWs 
recognition into policies and action to 
improve the position of poor women. 

Though very necessary, this is not likely 
to happen. This is because the hegemonic 
gendw norms that constrain the lives of rotal 

women are the same notms that pri vilege the 

male government officials who formulate 
the programmes that are ostensibly intended 
to help them. Our research found that a 
genuine commitment logenderequity within 
Ktcal-levcl bureaucracy was very largely 
lacking. Committed action on the behalf of 
poor women is also not likely to happen 
because of the lack of political voice of the 
poor - e,specially poor women. 

VI 

Assastinf Women’s Agency mid 
Autonomy 

In strategics to combat poverty the 
inadequacy ofafocus on access arises because 
of the ways in which the various axes of 
identity intervene to subordinate women and 
rob them of control of die income they eain 
or the cirdu they receive. In other words, 
"local constnictions of gender relatiom piiy 
an important intervening role between 
household income and wdl-heihg to that 
'culture' has profound material cooie- 
qucnccs” (Kabeer 1996: 16], fo 
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tmulate into efTectivc and enabling action 
what it needed is culturally sensitive and 
politically informed understanding of the 
ways in which gender, ethnicity, class and 
the other aspects of social identity construct 
the worlds and the vulnerability of 
impoverished womea 

Some Lessons from the DWCRA 
Programme 

Even where the main goals of a project 
for wonten are not peached there may still 
be some gains for women and there arc 
always valuable lessons to be learnt. This 
happened in thcDWCR A income-generation 
programme. As noted, the middle-caste 
husbands oflow-income women soon began 
to appropriate their wives' earnings. While 
this male appropriation continued at home, 
the women were increasingly exploited by 
their employers. Initially the DWCRA 
women's earnings had been remarkably high, 
aver^ng around Rs 80 to Rs 100 per day 
so that their household incomes soared. 
However, the local gem-traders soon realised 
that they could cut the prices they paid the 
women gem-cutters, and women's earnings 
nose-dived. 

What the traders discovered was that, due 
to dominant gender iwrms, middle-casic 
women gem-cutters were not mobile and so 
could not market their gems by going from 
shop to shop as independent male gem- 
cutters did. In local understandings such 
female mobility was equaled with sexually 
loose and morally degenerate behaviour. So 
the DWCRA women had to sell their gems 
locally to specific merchants. These wealthy 
traders were of the same caste and colluded 
in paying the DWCRA women steadily lower 
rates for their ^ms. There was very little 
the women gem-cutters could do about this: 
they were entirely vulnerable as they could 
not travel to seek out a better price. 

However, the remarkable point here is 
that, in sharp contrast to soliya veil alar women 
gem-cutters in Tannirpalli, the DWCRA 
women in Pudukooai district were vehement 
in their condemiuUion of the local traders 
who employed them. The ir anger was focused 
on these men because they realized that the 
traders' collusion was the crucial reason why 
their gem prices had collapsed. The fact that 
their husbands implicitly or explicitly 
appropriated much of thdr earnings did not 
appear to disturb these middle-caste women 
h^f as much as their exploitation by the gem 
merchanu. Then are at least four reasons 
for this. First, thdr husbands fulfilled thdr 
roles as reliable hwnily providen - even 
though the DWCRA women had actually 
earned considerably more than thdr husbrnb 
in Ihe firit year of the prog ram me. The fact 
that thdr husbands were helpful is an 
impoftameiemeniiatlidrcoiisciauBneu. It 
OMant that these wotnen did not face the 
pdnAil disjunction between nonrn and raalhy 


that froed pallar women to some d^m and 
soliya vdlalar women lo extreme degree. 
Second, thdr middle-caste upbringing led 
them to expect that their husbands would 
control their earnings. Third, they were 
somewhat better-off than the bonded soliya 
vellalar women workers. Thdr situation was 
not so desperde. But, fourth, it was also 
because they had devdoped a sense of identity 
as workers and independent earners that was 
far stronger than that ofTannirpal li's women 
gem-cutters. 

This sense of identity was immensdy 
strengthened by the fact that they received 
their pay into their own hands. This simple 
fact made a huge difference. All DWCRA 
women were obviously 'main' workers - 
their work was not mediated through their 
husbands - and all of them greatly valued 
the chance they had been given to raise both 
the economic status of their families and 
their own social status. Their social status 
had indeed risen in the first, successful year 
of the project when they had got high price.s 
and madccxticmcly good earnings. However, 
by mid-1994, through collusion among 
timers, gem-prices had fallen so sharply that 
the economic situation of almost all DWCRA 
women had deteriorated. Some women's 
households were in such dire di mcultics that 
the women had to finally acquiesce in taking 
the loans ('advances') being actively 
proffered to them by the gem merchants. 
They recognised, bitterly, that they had 
ther^y taken the first step towards becoming 
bonded labourers. 

The DWCRA women’s experience offers 
useful pointers as to what could be done by 
way of policy and action lo strengthen 
women's agency. Though these women 
complained bitterly about merchant 
collusion, the DWCRA group lacked 
solidarity and iu members were unable to 
effectively resist the traders. This was because 
- as in the majority of DWCRA groups ail 
over India - the women’s group was a group 
merely in a formal sense: it had been 
constituted by local officials solely in order 
to advance cr^it to local women. There was 
no attempt made by the officials administering 
the programme to encourage coheiiveness 
in the groups - nor would this have been 
easy for mate officials to do. This strongly 
suggests thsu credit and funding should only 
be extended to existing 'real' women’s 
groups, who can show evidence of joint 
activities and solidarity among them. A major 
Indian NGO, M YRADA, has found that one 
of Ihe best ways to develop cohesivenew in 
new women’s groups in aouih India is to 
encourage savings a^ credil schemes where 
the funds are entirely sdf-genenUed within 
the group. It is not sensible or efficient for 
g o v e mmeni ofTicials lo dole out credit to 
hastily gsHiered ‘women's groupt’ simply 
inortlffioineet their rural credhdlsfauncinent 
targets. UaCortunaiely iMsslilliemaiMlhe 


raUon d’etre of virtually all officially 
sponsored nital ‘women's groups’. This 
highlights the urgency for intervention by 
committed grass roots NGOs lo help to form 
and nurture ‘natural’ women's groups. Such 
groups are likely to consist of women of Ihe 
same caste and class who are neighbours and 
who have significant interests in common. 

PouncAL-E conomic Context 

Though this discussion ha.s focused on the 
local-level factors that mediate economic 
opportunities, these factors in tutu are affected 
by the wider socio-economic and political 
context in Tamil Nadu - that is, by the 
political economy of poverty. Here there 
are several dimensions of the political- 
economic scenario to consider. 

Politics in Tamil Nadu has evolved out of 
a history of ethnic conflict - primarily Ihe 
struggle between the brahmin and the 'non- 
brahmin' castes for political dominance. In 
thedosing decades of Britishrulethe brahmin 
caste monopolised civil service positions in 
the then Madras state. This was sharply 
resented by the ‘non-brahmins' - who were 
other elite but non-brahmin castes - partly 
because the brahmins were a minuscule 
fraction of the total Tamil population. The 
anti-brahmin movement gathered strength 
and eventually resulted in the formation of 
a ‘Dravidian' party - Ihe Dravida Munnetra 
Kazhagam (DMK). 'nrisparty sweptto power 
in 1967 and. though ii split, its two halves 
have alternately held power in Tamil Nadu 
for three decades. There is very little ideolo¬ 
gical content differentiating the two resul¬ 
ting parties - the DMK and the AIADMK 
(All India Anna-DMK). 

These two Dravidian parties have sought 
to win popularity not through a political 
agenda but merely through populist measures 
- the Noon Meal Scheme for school children 
being a major example. They have both 
lacked long-term devdopment programmes 
for the stale. Instead both parties, when in 
power, have pumped huge subsidies ini«< 
agriculture because the landed rural elite has 
been their backbone. Thus the ‘Green 
Revolution' in Tamil Nadu has been sup 
ported with large subsidies for fertilisers and 
pesticides and with free electricity for 
pumpsets. These rather profligate subsidies 
have benefited the wealthiest niral sections 
far more than the poorest. Recent research 
[Harrits-White forthcoming] argues that ihe 
‘Green Revolution’ in Tamil Nadu has 
ground lo |i hall - and that capital it looking 
lo rural in^slrialisstion instead, in view I’t 
decreasing returns from agriculture. This 
pheno m enon ia reflected in the flow of urban 
capital, for example from Unichi gem 
merchants, lo both semi-uifaan and rural 
oenirea of Induitrialliailon. such u Tannir 
palU. It is rvlevui to note thu Ttanil Nadu 
has one of the highest rates of uibaniialii'n 
in aU India 
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AiMQorittnctionofnini Indiutrialisition, 
a* Hart (1996) has pointed out is not only 
the niral-uiban diffeiential!: in rents and 
infrastructure but, crucially, the existence of 
cheap labour. Further, labour la ws can - and 
are- transgressed with impunity in rural and 
lenuHniral areas. This is why bonded labour 

- which it illegal - can not only survive but 
thrive in the gem-cutting industry in Tannir- 
palli. Employers receive the implicit support 
of the police and the local administration in 
enforcing discipline on errant workers who 
run away. Thus local government colludes 
in labour practices that openly nout the law. 
This indicates the close connectiunsbeiwcen 
local politicians and rural elites. It also 
points to the subtle ways in which bonded 
labour has been 'naturalised' as part ofTamtl 
Nadu's economic landscape, llie system - 
though formally illegal - actually has a large 
degree of social legitimation because of the 
metaphon of mutuai obligation that clothe 
it. What is actually a coercive economic 
relationship is decked out in cultural meta- 
phora that represent it as apatcmalisUc patron- 
client system. It is only when this system 
begins to lose its utility for employers that 
it begtiis to erode - aitd this is precisely what 
is happening today. The beginning of the 
end of bonded labour is visible today, not 
because of worker resistance, but because 
the gem-cutting industry is in rapid transition. 
In the new scenario of hi-tech machines the 
wealthiest employers - who alone have the 
capital to invest in the transition to the new 
mode of productiem - arc beginning to view 
the bonding of workers as a hindrance rather 
than a help. But here it is still very early days 

- which is why my discussion has remained 
focused on the difficult situation of the 
majority of gem workers, who remain 
impisvernhed and erarapped in debt bondage. 
Thii general lituabon is likely to persist 
for years to come. It is in such a political 
economy that poor women seek to find the 
mems of aurvival for their families and 
themadvei. 

Imbujcatco Identities and PEsrETUATioN 

OF iNSECuairy 

Whatdoes thedaU from rural Tamil Nadu 
tdl lu aboett the processes of poverty in 
rdition to gender? 

PirM, it suggeatt that two key coficeprs that 

need rethinking are 'acoeu' and 'agency'. 
Accen ahMie ii revealed as an inadequate 
strategy for poverty interventions because 
women’s income and credit do not translate 
into women's well-being due to the 
intervention of caate. class and gender 
prooeNen. Women's agency - pattieularly 
their ttbUhytodefond their intaesu-emerges 
■■key. It la due to Ihdr relative Buionomy 

lliat the ponitian of pall*'' women is not far 
wane. Their Inck of i«ency is central to the 
vntonrable p u ai tionofioliyavellalar women 
who receive Bttletienefit foam theirioit. This 


suggests that in women-largeted poverty 
interventions the emphasis must be 
equally onbothaccessandagency. Acentrat 
concern should be finding ways to increase 
women’s control over their lives and their 
earnings. 

Second, these three case-studies show that 
the Ii nks between poverty and gender are not 
homogeneous - their connections are greatly 
varied Ilisthecla.ssidentilyofpallarwoinen 
that is most salient-and this connects directly 
with their relati VC independence. With soliya 
vellalar women, however, their cta.ss identity 
as workers is submerged and it is aspects 
of their 'femalcncss', their roles as wives 
and mothers, that are foregrounded. The 
middlr-castc DWCRA women present an 
intermediate position, neither able to defend 
their interests as workers nor solely per¬ 
ceived in 'female' roles. Here the value of 
iheir earnings is socially acrcnowicdged, so 
their worker identity is far more sharply 
defined than with soliya vellalar women. 
Yet these women do not insist that property 
bought with their money should be regi¬ 
stered in their names file soliya vellalar 
women emerge worst off in the context of 
intra-casic gender relations because they 
receive neither praise nor payment for 
their work. 

Third, the economic, political and social 
aspects of poverty clearly differ for women 
and men. In both the middle caste cB.ses.nKn 
enjoy non-reciprtxtal rights to the labour and 
cami ngs of their wi ves (and children). The-’" 
rights extend into the inlimalc sphere oi 
sexuality as well - these middle caste men 
ownthe sexuality of their wives. The sexuality 
of pallar women, however, is outside the 
control of their husbands and this is clearly 
a major element in the independent character 
of these women. 

Poverty was felt most harshly in the bonded 
labour icgimc m Tannirpalli due to the 
constant surveillance by employers and (he 
workers' lack of freedom. Yet the irony is 
that the soliya vellalar women gem-cutters 
of Tannirpalli had moie stable and secure 
employment than ihc impovcnsbcd pallar 
women labourers, who. despite their relative 
autonomy in gender relations, were deeply 
vulnerable as casual daily worke\^. Thus it 
emerges that in these three particular cases 
there happens to be a close correlation 
between class, caste and gender, for it is the 
lowest caste - the ’untouchable’ pallan - 
who remain the poorest, are most vulnerable 
in their cmploymem and who remain m Ihc 
.sector (hat shows declining ictuius - namely, 
agriculture. It is the middle caste women 
who are in the new rural growth area, naitieiy, 
rural UKhistry. This indicates how powerfully 

the weight of castc.classand gender stnicnircs 

limits economic oppottuniiy for the poorest 
and how these mediating structures 
perpetuate the vtckais circle of poverty in 
winch the lowest cajrtes are Ir^iped. 
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Black, Merton and Scholes: Their Work 
and Its Consequences 


Ajay Shah 


The Nobel Prize in Economics for 1997 was awarded to Robert C Merton and Myron Scholes. If their partner, 
Pischer Black, had been alive today, he would have shared the prize. In this article, we take slock of markets 
for financial derivatives, and the work of Black. Merton and Scholes. 


I 

Financial Derivatives 

^ we look hack ai the world in the mid- 
")60t, price risk in nnancial markets was 
iriy limited. This was an era when state 
terventioiu were much more prevalent the 
)rid over, and many kinds of risk were 
iparently absent owing to price controls 
orexample. ‘interest ratensk’ did not appear 
be present in India owing to direct state 
inirol over interest rates. 

Ever since the early f970s, governments 
I over the world have steadily leircaled 
om oven price controls. This has been 
otivaied by an increasing reali.sation that 
ese Stabilisation programmes involve 
lormous costs, upon governments in 
uticular and upon the economy in general 
rough distortions in resource alloeatum. 
Tbc evolution of the four major rmancial 
arkets of the economy - ^uily. debt, foreign 
.change, and commodities - has proceeded 
ffetently. In the case of equity, direct 
ivemment interventions have been absent 
almost all countrtes. In the ease ol foreign 
.change, the Hrst phase of elimination of 
ice controls took place in OECD countnc-s 
the early 1970s. though market inier- 
intions continued. From the early 1990s 
iwards. there has been a sense that 
ivemment intervention in many currencies 
infeasible even when it is thought dcsirabl c. 
the area of interest rates, there has been 
significant shift in monetary policy away 
3 m targeting nominal interest rates. In the 
ea of ctmunodities. the breakdownof cartels 
ic OPEC, and the steady reduction of 
ntrols upon agricultural commodities, has 
J to an increasing emphasis upon maiiccis 
determining commodity prices. 

-Tie deregulation of thw four financial 
ukels has had many consequences lor 
oductivity and economic giwth. It has 
10 geneiBled an upsurge of price volatility, 
ic term ‘risk’ is often inlcrprcted. in 
mmon parlance, as the probability ol 
countering losica. In the language oi 
odemeconomtes. however, risk is defined 
volatility, where unexpected changes 

liether in the positive or negative direct loni 

?«k«ediyiiunetncalty. Volatility inmajor 
uuicial marints of the world rose sharply 
the early I970t. 


For a simple example, wc can think of a 
commodity like cement in India, where price 
controls once existed. Under a regime of 
pnee controls, the price apparently stayed 
coiistomfor many months atatime. However, 
the 'true' price of cement did fluctuate. The 
inflexibility of a controlled price generated 
risk fur consumer (of shortages) and pro¬ 
ducers (of gluts). A builder might apparently 
(ace no risk through a clearly defined price, 
but the nsk of actually obtaining cement 
might be quite considerable if shortages 
exist. The opposite risks were faced by a 
cement manufacturer. In an environment 


without pnee contnils, it is the publicly 
visible price which fluctuates, and trading in 
cement is always po.ssihle at the market 
pnee. The marxet-clearing pace sends oui 
meaningful signals to influence the behaviour 
of consumers and prvxlucers, and the risk i 
explicitly visible as the volatility of cement 
prices. 

Economic agents are uncomfortable 
when exposed to risk. Ri.sk can inhibit the 
Use of efficient pnxluction processes, and 
hence productivity, m the economy Hence 
ihe management of risk has become 
important. There are three major techno¬ 
logies’ through which economic agents can 
reduce the nsk that they are exposed to: 
diversification, insurance and hedging. 
Diversification is obtained when economic 
agents spread iheir cxpsvsutt over many 
imperfectly correlated risks. 

Insurance is obtained by paying a fixed cost 
I ihc insurance premium) and eliminating 
certain kinds of risk. 


I'lfging IS obtained by an ecotwmic agent 
w ho olTscts hi s natural economic e xposuie 
by the opposite position on a finaiwtal 
maiket. 

These three technologies mighi be 
ustraied by analysing the nsk faced by a 
irmcnt exporter ba.sed in India who sells 
iins to a company in the US. The firm 
■gulari) .sells doltan on the nvuVei. and is 
iposcd to the nuciuaiions of the dollar- 
ipcc exchange rate. 

U) The fitm could diversify itself by 
Mitracting with buyers in counincs other 
ran the US. and thus reduce its exposure 
, fluctuations of the dollar-rupce exchange 
NC. 

(21 The fine, could huy ‘insurance . i e. 


a financial contract which would pay Ihe 
firm if the price of dollars drops. 

(3) The firm could hedge itself by selling 
off the dollars that it expects to obtain at a 
future date at a price known today. 

From the firm perspective, the dimination 
of financial risk using financial instniments 
is desirable, insofar as it does not alter the 
actual functioning of the firm. In this sense, 
thcdi versification alternative, which requires 
that the firm must discover importers in other 
countries and contract withthw. isrelativdy 
unattractive. This alternative also fails to 
protect the firm fix-m a secular movetneni 
in the rupee, which would influence the 
exchange rate faced against all currenctes. 
For many firms, diversification is contrary 
to the development of sharply tocused and 
specialised skills of a high order. In iWs 
sense, the mber two technologies of risk 
reduction arc o' ten preferaWe.The 'insurance' 
described above is not sold by any ‘insurance 
company' in the world. The financial con¬ 
tract, however, is appropriately viewed as 
a kind of insurance, where a fixed payment 
is exchanged for the elimination of certain 
kinds of risks. This is achieved uiiug 
options, which are the main subject of this 
article. 

Thcihirdaltcmativeisobtainedon/bnwifirf 
markets, where agenu strike up contracts to 
trade at a future date at a stated price. The 
modem, institutionalised version of the 
forward market is called a futures market. 

In the case of either insurance or hedging, 
a natural question that arises is: who would 
the counterparty be? What economic agents 
would be willing to sell insurance (options) 
to the garment exporter, or buy dollars H a 
future date from the garment exporter? The 
most nature candidate for the counterparty 
IS an importer, who i.xexposed to the opposite 
risk of the exporter The importer needs to 
buy dollars at a future date, and can become 
a counterparty to the exporter who wishet 
to sell dollarx. The importer can safely sell 
insurance, exchanging a fee under notmai 
circunwtanccs for a payout a< limes when the 
importer has profiled tremendously (i e. when 
the rupee has appreciated sharply). 

This reasoning illustrates the role for 
options and futures in Ihe modem ecosumy: 
these markets provide means through wirich 
economic agents can control the -.iska thM 
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they are exposed to. It should be emphasised 
that through these methods, risk is not 
destroyed, it is only transferred from one 
economic agent to another. The buyer of an 
option reduces his risk, but that risk is 
transferred to the seller of the option. The 
inverse nature of the risks faced by importers 
and exporters is a natural situation where the 
agents can enter into contracts which are 
mutually bcneTicial. The institution of modem 
derivatives exchanges reduces the search 
costs of economic agents who wish to 
discover and enter into such mutually 
beneficial contractual relationships. 

The financial markets which enable this 
repackaging and transfer of risk are called 
fiiumcial derivatives markets. Financial 
derivatives are the modern functional 
replacement for the ‘price stabilisation 
ptognromes' which goveramenu once used. 
However, financial derivatives do not 
eliminate risk or price volatility in the 
economy: instead, they give ii^ividual 
economic agents the means through which 
their risk can be transferred to others. When 
thousands of flims and individuals in the 
entire economy use derivatives, we obtain 
a very different distribution of risk in the 
economy as compared with what is found 
without derivatives. Since economic agents 
voluntarily enter into these contracts, they 
have to be better off as a consequence of the 
contracting. Thus the use of derivatives 
markets can only be welfare-enhancing. 

U 

Opdoni 

Our main focus in this article reflects the 
work of Black, Merton, and Scholes: it is 
on opiums. Amongst derivatives, futures are 
relatively simple instnimeias, and the analysis 
of futures contracts was well understood 
many decades ago. In contrast, options are 
analytically complex. 

An example of an option contract it as 
follows. A person A buys an option from B 
whereby A has the ri|^ to buy a widget 
from B on December 31,1997 at a price of 
Rs 3. Here, A has the right but not the 
obligation. If A chooses to buy, then B has 
to go through with the terms of the comracL 
However. A has the choice of not buying if 
he so desires.' 
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If, on December 31, 1997, the widget 
trades at above Rs S then it is optimal for 
A to exercise his option. If the ma^et trades 
widgeu at below S, then it is optimal for 
A to ignore his option. This is expressed in 
Figure I. which shows the payoff diagram 
to the buyer of the option. Ihis is an option 
with a price of Rs 1.2. so that the option 
holder has lost Rs 1.2 reganOeu of exercise. 
The option has an exercise price of Rs S, so 
that it is exercised if the spot price is above 
Rs 5. If the spot price is above Rs S but below 
Rs 6.2, the option holder has still made a 
loss, because the price of the option has not 
been recouped by exercise. When the spot 
price crosses Rs 6.2, the own«’ of the option 
profits. The profits to the owner of the option 
can potentially be infinitely large, insofar as 
the spot price at expiration can become 
very large. 

Tlte standard notation of the options 
literature uses the terms X for the exercise 
price of the option, T is the ti me to expiration, 
St is the spot price on the expiration date, 
and C is the price of the option. 

From the viewpoint of the buyer of the 
option, once the price of the option is paid, 
an option has only upside potential - it can 
yield profits, but there can be no lost. 
Conversely, the seller of the option obtains 
the price of the option immediately, and then 
runs the risk of losses upon option exercise. 
The payoff diagram of the seller of the option 
is in Figure 2. Many contractual arra n gements 
are binding on both parties. Option contracts 
are unique insofar as one si^ (the buyer) 
hat a non-Mhding option of going through 
with a defined transaction, while the other 
party has no such flexibilily. This flexibility 
is valuable: the owner of the option is richer 
by an ‘option value'. 

Thit example has been couched in purely 
financial terms. However, a wealth of option 
- Kke contracts are present in the world: 

• Insurance contract a are reinatiutbly like 
options. The buyer of health insurance pays 
an insurance premium (the option price) and 
then faces no downside risk.^ 

* Firms often obtain rights to a technology 
as an 'option' whereby they can commer¬ 
cialise the teclmology if desired, but they do 
not have to. 

Many foreign companies which have 
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entered India as of date can be viewed as 
small operations designed to give the parent 
company the option of rapidly enlarging its 
interest in India, if India’s economy works 
out correctly. 

• When a firm builds a factory, it has the 
right (but not the obligation) of producing 
goods. If input and output prices shape up 
wrong, the firm can idle the factory. If input 
and output prices shape upcorrectly, the firm 
can run the factory for one, two or three 
shifts.^ 

• When an employee has the riglu to resign 
from a job, but the firm does not have the 
right to dismiss him, the contract between 
the firm and the employee bundles an option. 
The equilibrium on the labour market will 
hence involve lower wages to compensate 
firms for the option that they have written. 

• When a toll road is built, indivkhuls have 
the right (but not the obligation) of using it. 
In this sense, infrastructure enriches citizens 
by giving them free options. 

• Asset liquidity on secondary markets can 
be viewed as an option. Without secondary 
markets, investments in a company are 
irreversible. Secondary markets which 
impose low transaction costs give investors 
the option of exiting from an investment if 
desir^.* 

• These examples illustrate the widespread 
use of option-like relatkxishlps in the modem 
ecortomy. In this sense, underHstiding options 
is directly useful insofar as option contracts 
are traded on financial m^ets. but the 
applications of option pricing theory go well 
beyond this. 

m 

Pricing Optioiia 

The central puzzle about options concerns 
pricing. What is an option worth? Oiven the 
chancteristict that tMne an optioo, how is 

its Mr value determined?The cha rac tori stics 

may be enumerated u: 

(1) The identity of the underlying asset. 

(2) The exercise price, X, 

(3) The date of exerdse, T, 

(4) ThepreaeMspotpriceoftheutidetlyinf 
asset. S. 

Options trading has been done for many 
oentories by traders itsirtg their inattnets to 
guide the choice of prices. At the dawn of 
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modetn financial economics, reseatcben 
fined the challen^ of finding a scientinc 
theoiy which would yield an expl icit solution 
to the question of ho w options can be priced. 

The identity of the underlying asset 
impinges upon option pricing via the 
volatility of returns on the asset. Options on 
mote votaiile assets are more valuable - 
e g, the insurance premium would be higher 
if there was more uncertainty about an 
outcome. When the volatility of an asset 
goes up, options on that asset become mote 
valuable. 

IV 

Bird*s>Eye Vl«w of Pricing 
Procedures 

TlKre are two major 'technologies' which 
are used in financial economics for pricing 
financtai insiiumems; arbitrage-based pricing 
and risk-based pricing. 

PainNG Based on Risk 

At the simplest, let Gt, be the price of gold 
in Mumbai on date t. What is the fair value 
of Cbi? The equilibrium price of gold will 
reflect the future risk and return that owners 
of gold face. It will also depend upon the 
risk aversion of individuals in the economy: 
in an economy where people are timid and 
dislike bearing risk, the 'price' of risk will 
behigh. and risky tn«rumems will command 
tow prices. 

Any theory which explains G|* must 
involve these parameters - future risk and 
retum. and the nsk tolerance in the economy. 
This is an example of 'risk-based pricing’. 

PmeWG BaSIU> on AaBITtAOE 

In eonirasi, suppose we can lake G^ as 
{iven, and ask questions about G^. the price 
of gold in Pune at lime l. The analysis of 
Op does not require any analysis of risk, 
retum and risk tolerance. It only depends 
upon arbitrage, which is the process of 
obtaining riskless profits: if gold is cheaper 
in Pune, then economic agents will buy gold 
in Ihme and transport it to Mumbai, and vice 
versa. When lur^ arbitra^ takes place, it 
equalises differences, i e, if gold is cheaper 
in Pune, then arbitrageurs serve to drive up 
the price of gold in l\ffle and reduce the price 
of gold in Mumbai, thus restoring the 
equilibrium. This gives us a clear method to 
price gold in Pune; Gp, must be very close 
toa^.Thitiscaltod 'arbitrage-based pricing' 
The appHcatton of atWirage-hased pricing 
has leve^ inseresiing facets: 

(I) We think ihat the economy it richly 
populated with myriad intelligent economic 
■gents, all of whom leek profits, who would 
■apidly exploil arWinge opportunities when 
they surfhee. Hence, we would not normally 
tea On and 0. having vahict which violate 
hi! ‘principle of no-aibitrage'. By this 

wioiMle. pridng theory based on artiitragc 


would be true most of the time, except for 
the few seconds (or milliseconds) that would 
elapse between the surfacing of an arbitrage 
opportunity and its exploitation by soiik 
profit-seeker in the economy. 

(2) Strictly speaking, the cost of 
iransponation between Pune and Mumbai is 
nun-zero, hence we need not have Gh = G^. 
ir the error in prices is sufficiently small, 
then the costs incurred in transportation might 
be large enough to wipe out the profits, thus 
rendering the arbitrage infeasible. Hence, 
there would be a 'no-arbitrage band’ 
surrounding Gj,; if Gp took any value inside 
this band, then aibitn^ would not be feasible 
even though Gp, ^ G^. We predict that Gp^ 
would lie somewhere between Gi^ - S and 
Gj, & where S reflects the cost of transpor¬ 
ting gold. 

As this example suggests, pricing theories 
based on arbitrage are powerful and 
convincing. They do not require an analysis 
of the complex issues of risk, return and 
the Dsk tolerance of agents. Arbitrage 
based pricing only relies on three simple 
foundations: 

(1) The assumption that economic agents 
are intelligent in detecting arbitrage oppor- 
iiinities, 

(2) The assumption that economic agents 
are profit seeking and would attempt to 
exploit them, 

(3) The fact that transaction costs are a 
hurdle faced in doi ng arbitrage. To the extent 
that transaction costs could be accurate.) 
measured, we would get good estimates of 
the 6. i c, the size of mispricings which 
cannot be exploited by arbitrageurs. 

The example that we have used, i c. the 
price of gold in Mumbai vs Pune, appears 
mic; it seems extremely obvious that gold 
should be pneed the same between these two 
cities. Arbitrage arguments have, however, 
been applied to problems of considerably 
greater complexity than this one. For 
example, all pneing on futures markets is 
based on no-arbilragc principles: atbilragc 
binds the spot pnee and the futures price 
logciher. The main appeal of arbiirage-based 
priemg is the fact that in situations when it 
IS applicable, it is apowerful argumcm which 
IS highly successful cmpincally. 

Law of One Prut 

The ‘law of one price' is a close con- 
scqucTKc of the no-arbitrage pcmciplc. It 
asserts that if I wo financial insttumcnis x and 
y behave identically, then they must have the 
same price. If this were not the case, then 
rational agents would continuously sell :he 
insilier and buy the cheaper, till the prices 
became equal. 

The lawof one pnee i.s tike the no-arbitrage 

pnneipie in seeming obvioax. However, it 
has powerful ramincalions when earned to 
us togica! conclusion. For example, we will 


use it in Section V to derive a letull which 
it quite powerful and interesting. 

Hisroav of AearraAce - aM> 
Risic-Baseo Pmcing 

Remarkably enough, one of the earliest 
pieces of research in financial eeoaotnics 
was also the first use of the arbilrage-priciiig 
argument. This was the work of Modigliani 
and Miller in 1958 which asserted the 
irrelevance of debt vs equity in the coat of 
capital of a firm [Modigliani and Miller 
1958] for which Merton Miller won the 1989 
Nobel Prize(Franco Modigliani wasawaided 
the Nobel Prize much earlier, for Ws work 
in the analysis of consumption). 

In the 1960s, the major achtovement at 
finance was the ‘capital asset pricing model 
(CAPM)’, an analysis of the idatioiiship 
between risk and retum. The CAPM aims 
to calculate the rale of return which a port¬ 
folio on the equity market must yield ai 
equilibrium, given its level of risk, TfieCAPM 
i. the most prominent example of a risk- 
based pricing theory. William Sharpe won 
the 1989 Nohcl Prize for this work. 

V 

Option Pricing 

The first modem attempi at analysing 
options dales back to the year 1900. when 
the young French mathematician Louis 
Bachelier wrote a dissertation at Soibonnc 
titles The Theory of Speculation. Bachelier 
was the first person to think about fiRanctal 
prices using the modem tools of probability 
theory. The approach that he look, and many 
of the results that he obtained, were far ahead 
of thdr time. As a consequence, they were 
to lie dormant for 60 years. 

In the l%0s. MIT was ahoibed of inienu 
and curiosity about options. A host of 
researchers, including Paul Samuelson, 
worked on the question of pricing options. 
From a modem perspective, we can classify 
many of the early attempts at pricing opriooi 
3 X being nsk-based models, these were 
option pricing lormulas which required the 
knowledge of expected future retums on 
the underlying asset. The prartcal useful- 
ne.xs of these tht>ciries was limited, because 
forecasting tire expected future returns on 
the underlying asset is difficult. 

A major advance in option pricing was 
accomplished by Hans Stoll in 1969, when 
he used the no - arbitrage argument to link 
up the pnee of a call option and a pot option. 
This pniKiple is called 'put-call parity’. 

Pirr-CAtx Parity: A Canon<-. \l 

Arbitrage AROi'vrtNT 

Pui-tall parity is a classic applicmioo of 
aituirage-bjscd pricing: it does noc initniet 
us on how to price cither pul or call ogaioni. 

hut it offers us an iron law linking the two 
pmrs- Hence, ifcallopbonseanbr soaebow 



ptked, then the price of (be put option is 
immediately known. 

Since put-call parity is acanonical atfaitiage 
argument, we will spell it out in detail here. 
Suppose a person has one share of Reliance 
and buys a put option at Rs 300 which can 
be exercised T years in the future. In this 
case, the person faces no future downside 
risk below Rs 300, since the put option gives 
him the right to sell Reliance at Rs 300. 
Suppose, in addition, the person sells a call 
option on Reliance at Rs 300. In this case, 
ifthe price goes above Rs 300. the call holder 
will exercise the call option and take away 
the share at Rs 300. The sale of (he call 
eliminates upside risk above Rs 300. 

Hence, the following portfolio-one share, 
plus a put option at Rs 300. minus a call 
option at Rs 300 - risklessly obtains Rs 300 
on date T. 

This payoff is identical to a simple bond 
which yields Rs 300 on date T. Suppose the 
interest rate in the economy is r, then this 
bond has the present price 300 x (I 
This is a situation to which the law of one 
price applies: we have two portfolios which 
yield the identical payoff: 

(1) 300 X (l-H-r''' invested in a simple 
bond, which turns into Rs 300 on date T for 
sure, and 

(2) A portfolio formed of S + P- C, which 
turns into Rs 300 on date T for sure. 

By the law of one price, if two portfolios 
yield identical payoffs then they must cost 
the same. HeiKe we get the formula 
S + P - C = Xd+rr''' 
where S is the spot price, P is the put price. 
C is the call price, X is the exercise price 
and T is the time to expiration. If prices in 
any economy ever violate this formula, then 
rimless profits can be obtained by a suitable 
combination of puts, calls and shares. 

In summary, put-call parity links up the 
price of a call and the price of a put. If one 
is known, then we can infer the other. 

VI 

Black-Mcrtoa-Scholcs Analysis 

This was the situation when Fischer Black. 
Robert C Merton and Myron Scholes entered 
the picture. Black was a PhD in applied 
mathematics, who was then working at the 
consulting firm Arthur D Little Inc. Merton 
had studied ma the m atics at CalTech and 
then become a PhD student of Paul 
Samuelson. Scholes was a fresh PhD in 
economics from Chicago who had joined the 
faculty of the MIT rinance department. The 
reseasdi strata that they uncovered was. 
in fact, an arbitr^^based argument, but it 
was not the simple arbitrage of the variety 
discussed above. 

In fact a simple arbitrage argument such 
as that used inour gold example, or that used 
in obtai n ing put - cal I parity. cannot be found 
in option pricing. TInm ‘simple’ aigumenu 


rely on a single transacdon, which buys what 
is cheap and sells what is costly, and 
accomplishes riskless profits - no such 
arbitrage can be found with options. The first 
major insight was the idea that a dynamic 
arbitrage can be set up between the under¬ 
lying and the call option. 

Let us define A as the change in the price 
of the call option for a Re I change in the 
spot price of the underlying. Then a portfolio 
which invests -fA in the share and -I in the 
option is riskless. However, it turns out this 
position is temporary, because A changes 
a.s the spot price changes. This suggests a 
dynamic trading strategy: from time to 
time, when S changes, we would need to 
recalculate A and adjust the portfolio to stay 
on target. If the portfolio is continually 
maintained correctly, i c, -I in (he option 
and -t-A in the underiying, (he portfolio 
would be riskless and would be worth as 
much as a bond. 

Hence we have a new situation, where a 
riskless position (which can readily be priced) 
is obtained, but the portfolio associate with 
this riskless position isadjusted continuously. 
Black, Merton and Scholes pioneered the use 
of powerful mathematical methods in 
analy.sing this problem. They brought about 
the new Held of 'continuous time finance', 
in which trading takes place in continuous 
time. The analysis of thm models required 
the use of stochastic calculus and differential 
equations. 

In the case of a Europeait call option on 
a non-dividend paying stock, the analysis of 
the model described above (the details of 
which wc omit) led to the differential 
equation: 

^+rS-^ +- 1 - 0 ^ 2 -3^ - rf 

dl dS 2 

which is often called the Black-Scholes 
differential equation. Remarkably enough, 
this dilTerential equation has an analytical 
solution, the Black-Scholes formula: 

C a S ♦ (d,) - Xe-^-*' <fr (di) 
where 


d|« 
and 


log (S/X.»r->-<T^/2) (T-i) 
* oVt-^ I 


d2 =di -oVt -t 

This formula tells us C, the price of this 
call option. Here, <1K) is the cumulative 
normal distribution. The formula consumes 
as input: S, the spot price, X, the exercise 
price, T, the time to expiration. O. the future 
volalility of the underlying, and r, the riskless 
interest rate. What is conspicuous by its 
absence in the formula is the expected hitaire 
wrirmron theunderiyirig. The Black-Scholes 
formula is an arbitrage-based link between 
the spot price and the price of (he call option: 
the future expected returns on the underlying 
asset does not matter.^ 


There is only one unknown in the Blae 
Scholes formula: o, the future standa 
deviation of returns on the underiying asn 
Calculating the Black-Scholes price of i 
option is hence synonymous with forecasti) 
the future volatility of (be asset 

Moan General Problexis 

The Black-Scholes analysis, and the fie 
of continuous time finance, is a poweif 
technology for dealing with a wide variei 
of financial instruments. In all case 
differential equations defining the price i 
theassetof interest can be derived, but usuall 
it is not possible to find analytical solutior 
to these equations (the call option on a nm 
dividend paying stock, which led to th 
celebrated formula above, is a rare exception 
In these cases, computers are used to solv 
t)K differential equations and thus obtai 
pirices. 

VII 

Impact of the 1973 Paper 

Impact on Options MAaKETS 

Optioruv have been traded informally, i 
what are known as‘over the counter'market! 
for centuries. It was as late as 1973 whei 
the first trading of options at an exchange 
which was the Chicago Board Option 
Exchange (CBOE). Thus (here was a happ; 
coincidence between the arrival of tlx 
analytical understanding of options and th 
development of market institutions to lrad< 
in options. 

Within just a few months after the Black 
Scholes paper was published, Texai 
Instruments started selling hand calculator: 
which had the capability of evaluating lh< 
Black-Scholes fomttila! Today, every MBA 
student in the world it taught the Black- 
Scholes formula. 

At mentioned earlier, options have existec 
for centuries, but a nuyor constraint upor 
theiruserulnetswastheenonnousdifncultie! 
of their pricing. In a world where very little 
was known about how options should be 
priced, trading optkiru wa.s a mixture ol 
guesswork and gambling, and very few 
economic agents participated in opiioni 
markets. Wilh the analj^cal capabilitie.'i 
created by Black. Merton and Scholes, the 
option has become a mainstream instiument, 
with millions of users all over the woriit 
being able to meaningfully think about option 
pricing. 

PoRTPOuo Insurants 

The dynamic arbitrage described m 
Section VI was once oomidend a mathe¬ 
matical artifact, which was useful in deriving 
the Black-Scholei formula but not presert 
the real world. By the mkkUe of the 1980s. 
atrading strata called‘portftdlolitsurancc' 
became widely used, where put options on 
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portfolio «wre often created by actually 
atailatingUicAaiidadoptingthe appropriate 
lOtition on the market. The A values 
atsociated with these options were 
recalculated from time to time, and trading 
activities undeitaken to preserve the riskless 
character of the position. These put options 
are said to be ‘synthetically' created in the 
sense that the trading strategy creates the 
jption; there is no seller of the option. 

This was a remarkable situation where the 
strategy for deriving an equation turned out 
to be useful, ten years later, as an operational 
trading strategy. 

ImPUED VotATIUTY 

if a market equilibrium price of an option 
is observed, then the Black-Schtilcs formula 
can be turned on its head, to calculate the 
0 which traders must be having in their 
minds in order to justify the observed C. This 
a is the markets conseasus forecast of future 
volatility: it is called implied volatility. Many 
Mudiet have found that this o is an estremcly 
accurate forecast of future voiatilily. out¬ 
performing known econometric models 
which forecast <t. In this sense, the com¬ 
bination of an active options market coupled 
with the Black-Scholes formula reveals new 
infonnation to the economy, i c. a good 
fotecast of future volatility of the suiderlying 
•sad becomes visible [Bodie and Menon 
19951. 

A Self-Fulhujno Pbophety ? 

The Black-Scholes foimula is considered 
by some economists to be a ‘sclf-fuiniling 
inophecy'ICherian and Jarrow 1994] in the 
Ibllowing sense. The formula relies on several 
jniealistic assumptions, the most important 
}f which is the assumption that ttansaction 
xMs ate zero. In reality, the trading m vol ved 
n maintaining the riskless position in 
»ntinuous time would involve significant 
ransaction costs. Yet opiioti prices in the 
leal world are remarkably dose to those 
tredictedbythe Black-Schdesformula. One 
lossibility is that if a sufndenily large ma.ss 
if tiaders uses the Black-Scholes formula as 
I working approximation, then the fonnula 
leoomea tnie. In this sense, it may he the 
me that the modern economy has been 
iteered in a ceitain direction because the 
Slack-Scholes formula was discovered 
nl973. 

OmoNS tN CoapoaxTE Finance 

Very early m the uory of option pricing. 
3lack, Merton and Scholes realised a 
emarkable facet of coquraie finance, on the 
elalionship between equity and debt 
Inancing. Bquity hoUera can be viewed es 
having an option on the value of the firm'. 
Vhm a firm goes into liquidation, the debt 
■oWen get their duet, when potsiUe. and 

he aquity holderagel whal is lefi. Hence the 


payoffs of the equity holder is exactly like 
that of a call option. 

Suppotewe write V at the total liquidation 
value of the firm, and D as the debt which 
is owed to the bondholders. The thaieholdos 
of the firm gel V-D if it is positive, and 0 
otherwise, i e, they get maxfV-D, 0). Hence 
they have a call option on the value of the 
firm, with a strike price of O, 

This understanding of the relationship 
between equity and debt has led to thousands 
of lesearch papers in the field of corporate 
finance. 

SriENTiHr Achievement 

Tbe best achievements in economics are 
creations of the mind which meet three 
conditions: (a) they should be elegant and 
insightful, (b> they should be u.seful in the 
real world aiid (c) they should be highly 
.successful when predictions are compared 
with reality. 

The work of Black, Merton and Scholes 
IS a success on each of these three metrics, 
and IS quite likely to be considered one of 
the best achievements, to date, of modem 
economics. The analysis of finance in 
continuous time is one of the most elegant 
and satisfying branches of economic theory. 
The practical usefulness and the impact upon 
the real world of the Black-Mcnon-Scholcs 
analysis is enormous. Finally, the empirical 
accuracy of the prices forecasted by the Black- 
Scholes formula is unrivalled in all 
economics. 

Today, many engineers and mathe¬ 
maticians, who know no economics, leant 
how to set up differcniial equations based 
on the Black-Mcnon-Scholcs analysis, and 
Milve these differential equations in pricing 
financial derivatives. Every large finance 
company m the world hires such individuals 
in positions of enormous significance. 

This is in sharp contrast with other areas 
of economics, where the analytical techniques 
that are valuable in the hands of highly 
insightful lesearchers can rarely be usefully 
passed on to others. 

In civil engineering, it docs not take a 
rcscarehcf to build a bridge: the building of 
bridges is a routine technique which can be 
taught to undergraduate students, who can 
then go out and reliably butid bndges. In 
comrast, a good macro-economist cannot 
teach students the techniques which will 
enable them to understand and predict the 
macro-economy: there is a large element of 
wisdom and cxpeneiu'c that goes into the the 
making of a good macro-economist. 

Continuous lime finance is the clearest 
success of the science of economics, in the 
sense that it can be taught, and reliably used, 
by practitioners who need not he lemaikably 
insightful researchers. In some ways, pricing 
options is now as routine, uiwematkable, and 
unconirovertial as the building of bndges. 


This perspeaive highlights tbe sdentific 
achievement of continuous time finance, and 
best motivates the Nobel Prize in Economics 
of 1997. 

vjn 

Financial Derivatives in India 

As in other countries, informal options . 
markets have existed in India for centuries. 
Today, they go by names like 'iqi-mandi'. 
‘bhav-bhav’, etc. Liking formal market 
institutions, these markets ate fairly small. 
The anachronistic legal prohibitkm tqion 
derivatives contracts in India has also ser^ 
to i mpede the growth and institutionalisation 
of iliM markets. 

On the equity market, many observers 
have noted that the institution of ‘badla' (on 
the Bombay Stock Exchange) and deri vati ves 
markets are similar insofar as they arc both 
vehicles for leveraged trading. This fact has 
been widely, and incorrectly, mutated into 
the notion that ‘badla Is an indigenous 
alternative to derivatives'. This is incorrect 
.iisofar as badla is not indigenous (it has 
existed in stock markets in London. Paris 
and Milan). It it also incorrect insofar as 
badla does not achieve what either fiKuies 
or options markets achieve, which ishedging 
risk. Hence, badla does not belong in the 
analysis of derivatives maikeu in India. 

By May 1996, iheNational Stock Exchange 
(NSE) had substantially completed the deve¬ 
lopment of ''Vstems and software requited 
to siart trading futures and options on the 
NSE-SO index. The comnKnceii>enl of 
trading on this market has been a'vailing 
appoival from SEBI since then. In November 
1996. SEBI created the 20-member L C 
Gupta Committee in order to draft a policy 
framework governing derivatives rnaikets. 
As of early December 1997. the repert of 
this committee is awaited. 

Many ot the tears about equity index 

den vatives as 'highly leveragedinsinanents 

arc essentially misplaced on the equity 
market. This is because the distorted trading 
practices presently used on the spot market 
for equity in India involve more leverage, 
and much more unsafe leverage, than whtf 
is involved in the NSE index denvaiives 
proposal. In this sense, the attempts at 
formulating a sinngeni regulatory apparatus 
to govetn die index derivatives market are 
somewhat misplaced, and risk stifling the 
market in ns formative phase. A superior 
approach towards regulation would have 
involved an early onset of equity index 
derivatives, coupled by a policy initiative to 
diminish the leveraged trading which is found 
on the spot market. 

In :he report on capital account 
convenibiliiy, the Tarapore Committee hat 
recommend^ that ibeexistingdollar-iuiiee 
forwatd market should be augmenled by • 
doUar-rupee futures maikel. and thM a 
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Since we accept the pocnbility of links 
between interest rates and budget deficits, 
does ii matter for the empirical tests 
conducted by the authors where that link 
comes fitHn? Our answer to this question 
is, yes. The issue of determinants of 
interest rates it an important one for policy 
purposes. The question is whether anti- 
inflationary policies and balanced budgets 
usher in a new golden era of sustained 
lower interest rates and vibrant growth? 
This matter is crucially dependent on hard 
evidence. Are high interest rates created 
by risks of inflation and government 
d^ault? When a positive correlation is 
suggested between the two variables, they 
still may not be causally connected.' Though 
the authors draw on Mishkin (1983), to 
refer to the problems associated with 
reduced form estimation they do not 
incorporate in their analysis Mishkin's 
idea of not ascribing causation without 
furtheridentifying information in rational 
expectation models: 

..Another way to make this point is to 
acknowledge that the emcient-markets 
model does not indicate whether a 
significant beta coefficient implies 
causation from its unanticipated variable 
to bond prices and interest rales. As far as 
market efficiency is concerned, causation 
could just as well run in the other direction, 
or ib could be noncxisient...[Mishkin 
1983:80]. 

It is important to confirm causality 
between interest rates and def ^cits.‘ Do high 
interest rates cause high debt rather than the 
revene? Evidence on OECD countries does 
not support the idea that high interest rates 
have been caused by budget deficits 
[Stanford 1997). 

The empirical lest of Nachane et al is 
based on liaional expectations framework. 
In recent years expectations have again 
been at centre stage in economics, this time 
in the form of rational expectations. It 
embodies many useful features, particularly 
‘its emphasis on the role of agents’ 
knowledge, and the indusion of all known 
infontialion believed to be economically 
relevant. However, as tome economists 
argue 

...the rational expectation, as currently 
practised, is a deficient representation 
because of its failures to (i) meaningfully 
confront heterogeneity of expectations, 
including distinguishing betwm econo¬ 
mist and agent, and (ii) recognise the 
constructivist and generative nature of 
economic knowledge [Palley 1996: 101]. 

Therefore, me needs to be aware of the 
limitations of the rational expectations 
framewttrfc when interpreting empirical 
results based on it. Also, it is Important to 
point out that the authors a^pt one 
‘paiticular* moddof rationa] exp-^**’'^^ 


The one that diiplayt the neutrality 
property: wirere ody unanticipated and 
not anticipated coumercyclical policy will 
have an effect m business cycle fluctuaiioiit. 
Models with policy ineffectiveness 
conclusion were developed In several 
prominent articles publish^ In the 1970s, 
the most famous of which was authored by 
Sargent and Wallace (1973). Despite the 
continued adherence to the assumption of 
rational expectations, many models exist 
where the Sargetit-Wallace type of result 
does not hold.’ Unfortunately, the authors 
of the paper do not provide any detailed 
consideration in the paper for the choice of 
‘their framework’. 

So much for high theory: now to practice. 
The paper adopts VAR-cointegration 
approach to test the hypothesis, based on 
Johansen and Juseiius (1990). This 
approach is often used to estimate and test 
problems of long-run relations in eco¬ 
nomic modelling. What is being tested is 
whether the anticipated and unanticipated 
components of budget deficits are 
significant (and of ‘right’ sign) when 
regressed on interest rates. In case, it is 
found (as in this paper) that the predicted 
or anticipated components of budget 
deficits are insignificant in the regression 
equations then it suggests that government 
policy works through surprises but can we 
say much about the causal connection 
between deficits and interest rates? Also, 
it is important to remember here that the 
interest rates used in the regression are 
short-term inM^ rates. Interestingly, the 
authors do support for their thesis 

in terms oflbe significance of the 
unanticipated component (they expect the 
unanticipated components to be significant 
when regressed on interest rates). But this 
does not deter them from concluding that 
the “budgetary deficit actively raises interest 
rates“(p 1173). Rejection of onecomponent 
of a thesis (antidpated components are 
insignificant) does not mean confirmation 
of the other component, i e, unanticipated 
component is significant, unless proven so. 
To suggest that budget defldts adively 
raise interest raieMir it is the interest rates 
which effed budget defldts one needs to 
examine additional set of issues. The 
usefulness of VAR and cointegration 
framework lo lest such an hypothesis lies 
in examining the issue of causality 
IThoraton 1997: 237]. 

To condude, I reiteraie that I share the 
authors’ conccfnoverhow“anindisdplined 
government unable 10 restninthe temptation 
of ovcfbofiDwing at aitifidally repreued 
interest rates” can have diiastrous 
impUcatioiis for Iheecooomy and the people, 
but as pointed out, it is highly inqwrative 
to recognise the impoftanoe of the actions 
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of flaandal insthutiont, and UMi 
political and ectmom i c power of 
investors (versus that of consumers, laboor 
and real productive businesses) in onlerta 
identify tlie forces of change even on Ih^ 
ftnandal side of the market. In the absence 
of such an emphasis we will end up, as the 
authors do, “unequivocally pointing to one 
culprit...the growth of budget deficir 
(pn73). 

Notes 

1 This point ii reinforced by my own empiried 
work snalyiing ihe changes in the policl 
response function of the govemmenis. Fa 
Ihe 0-7 countries it is public debt whim 
‘causes' public expenditure, rather than me 
other way around. This is just Ihe icveise k 
thecumnionlyasNinedconelallonlnecaionsc 
liiciaiurc between gavemmeni debt sad 
expenditure. 

2 When interpreting caniality vre need to 
be conscious of the discustioo of Changer 
causality and pitfalls of these tests [Zellner 
I979J. 

3 For a very lucid introduction to these issues 
see McCallum (1989: 223). 
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|!^^iiOMaMttinobiHae>ndaaai^ 

^oonunanity’ which it lugg^ 1> being 
V n nplo il c d intllntiieproceeiblurittiedlitinct- 
^ )enafclai*,caite, tribal, ethnic and gender 
Meotitiet in their political gi^ to create a 
* l a rger co nception of‘community* affiliation. 
Unfoftun^y we have not given enough 
attention to the question: what are the 
' conatituems of this ‘community’? What is 
their group affiliation? How do these 
affiliations affect their place in the 
hierarchical system that combines production 
process and resource use in that ecoh^cal 
region? What specific impact has the initiation 
of development policies made on the received 
stratification system? To patties? Or has the 
state's response been structured by the crisis 
of the staiein Che 1980s?is there adi/fetence 
between the government’s response and that 
of the other institutions of the state, e g, 
courts, police? Why is the state and the 
various state apparatus not willing to consider 
Che environmental issues? To what extent 
this relates to neo-coIonial policies of the 
developed countries? What role do 
internadonaJ bodies like the World Bank, 
IMF and the FAO play in influencing 
underdeveloped states on environmental 
issues? The application of the existing 
analytical language of political sociology 
might help in sharpening our queries. 

We are no w led to another set of questions. 
We have recognised that these movements 
are interrogating the language of rights 
embodied in the state. They are also fighting 
for democratisation of the political process 
through the redefinition of the language of 
rights. They wish to change the language of 
rights ideologically as it is institutionalised 
in programmes, policies, world views, philo¬ 
sophy, law and administrative structures. 

While some effort has been made to 
organise a discussion in terms of law as a 
regulatory force in the ex^esis relating to 
the politics of envirqnment. there has not 
been enough attention given to the discourse 
of development as defined within the state 
structure. An analysis of the codes that define 
the languageof the state, its rules, regulatians 
and ways of thinking in context to ecology 
and dcwIopmetM is extremely necessary. 

Unfortunately existing literature has not 
mapped out the discunive space of this 
diseWse. There are some texts which attempt 
to explicate this discourse but because they 
have uncritically filtered the truth claims of 
the movements (e g, Shi va 1991 ], these texu 
have not been able to make a critical 
excavation of the genealogy of the discourse 
labelled .‘devdopmeot'. Mostcommentaiors 
accept that the introduction of capitalist 
relations of production has led to the 
commodification of natural resources. 
Commercialisation of natural resources 
started (hiring the colonial period and was 
initiated through laws and public policies. 

If colonialism is to be the benefamart, we 
need to ask what was the ideology of the 
colonial state regarding commctdalisation 
of natural resources and in what ways was 


it continued in the post-cokmlal 
aaalyae the continuities and dlacotitiiiuitiea 
there is a need of historical atudysis of the 
‘developnietit’ Ideoiogy.usingtheatHlytlcal 
frameworks developed by historical 
sociology. 

This task hasnot been started in a coherent 
fashirm, though some hints are already 
available. For instance, Gadgil and Ouha’s 
(1992) work on forest laws and forest policies 
and Gilmartin (I99S) on the philosophy of 
hydroelectric power projects show the 
historicity of this ideology. The latter al ludes 
to a longer history of an ^stemic ootmeciion 

between commercialisation of natural 
resources and the technocratic orientation of 
modem science in India. This issue needs 
further excavatioh and interrogation, 
specially in context to the work of Sandy 
and Vishwanathan. 

Some other related questions need 
elaboration. Chief among them is the 
elucidation of the process by which this 
ideology has become a discourse. How did 
the received notions of development, 
science, technology together with that of 
commercialisation of resources become part 
of the common sense in India? We need to 
undetstartd thix(|uestion historically. What 
role has the natk^ist movement played in 
legitimising this process? Which groups are 
and have become the carriers of this belief 
system?Through what institutional stmctuies 
(educatioiuil institutions? mass media?) have 
these beliefs got traiumitted? 

One of the key issues of contestation in 
this literature relates to the relationship 
between nature and culture in the past. 
Environmental movements have drawn 
strength from religious traditioru, from myths 
and from folklore to develop a discourse 
questioning the contemporary disharmony 
between nature and culture. An uncritical 
analysis of these movements has accepted 
a superficial understanding of the past 
encouraging the mythologising of history. 
There is a suggestkm that there existed an 
idyllic harmony with nature in ancient times 
and that this characterised the ‘Indian ethos*. 
The task for investigators was to locate the 
empirical evidence that depict this harmony. 
Sacred groves’ were found, lifestyles of 
'simple' forest dwellcn with 'simple' needs 
were recorded and folk songs depicting 
oneness with mtture were document^. This 
then was coruiected to civilisational forces 
within India from which it was inferred that 
India had achieved the highest form of cultural 
evolution [Shiva I99J]. 

This perspective no doubt fits in with the 
contemporary search of the Indian elite to 
glorify the pM. Yet for us it it importaf 
to catalogue in detail the number of Mlacics 
that such an argument incorporatea. For at 
evepr stage thm are variations, incontitl- 
encies and contradictiaot in this argument 
It is enough to mention that wecannol roman¬ 
ticise the adivasis and the forest dwd lets and 
convert their fears, their anger and their 
humour into univeriaU through which we 
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and culture and vnnaHiliilmlAtnrih^ii 
In a mwiwr I n which Wvttaada to do wbn 
■he elaboratM the theory tfetxrilBaiaunL b 
is impoitant to ask why we have not used 

the analytical tooU fuldoaed by histoiicii 
sociology to inteirogate the ecological 

of our country and accept that in that sbeietv 

too, there was exploitedon of nature, and thii 
exploitation deprived tome sections to the 
ri^ to resources while It ellowed othen 
unlimited control.’ 

In a recent anthology, Arnold and Cuht 
(1995) suggest that while coloniaJiiai 
introduced via specific policies commodi 
fkalion of natural resources, its impact he 
been varied and differential. Commentatoo 
have noted the unevenness of market 
penetration during coJonialism. But whai 
was the situation before colonialism? This 
anthology also cautions about using 
colonialism as theonly betKimiatk. An article 
in this volume suggests that the agransn 
system of Mughal regime was also 
introducing measures that attempted in 
change the ecological patterns of srxHety in 
fundamental ways [Arnold andGuha 1995], 
One of the major lacunae in this literature 
is an understanding of contemporary urban 
ecology and its relationship to both 
development policy in India and modem 
foims of globd cajrilalism. Amulya Reddy 
(1994) has attempted to theorise the 
relationship between modem technological 
systems anid urban processes. According to 
Reddy, the contemporary modem processes 
of organising technology have changed the 
relationship between ecology and society in 
a fundamental sense. In pre-industrial society 
the balance between nature and culture was 
achieved because that technology needed 
low levelsofinvestmerrtofcapital and energy. 
Modem technology, the argument goes, is 
based on the assumption of inexhaustible 
satisfaction of man's escalating restxirce 
needs and limitless sink of wa.sies. 

However, empirical evidence of 
c(»temporaiy urban formations in India 
dispute the logic set up in this theory. The 
suggestion that in pursuit of economies of 
sc^, this technology increases the size of 
productive units and in turn the obsession 
with la^ scale production results in intense 
industrialisation and concentrated urbani¬ 
sation is doubtful in the case of this country. 
While this logic may be possibly applicabk 
in highly developed societies, technolog; 
does not seem to have created in under¬ 
developed Kxrieties intense iixiustrialisai hk 
together with concentrated urbanisatioa 
Rather there is concentrated utbanisatim 
without intense industrialisation. 

Contemporary urban settlements in Indu 
are characterised by downgrading of 
mamifactuiing, flexible production sysien. 
declining share of wages and increasint 
investment in producer services. It is sift 
characterised polarisation in income sri 
occuptUkmal disMbution of worfcen. Tbrii 
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{Efoups of the 10 or II sub-castcs that 
c'onMitutc the populations of Halli and Ooru. 
However, there is sume diversity in income 
and wealth within the potter eomiminity With 
the Cini coeffieieiu ot ixmiinal household 
income per adult equivalent at 0.2S7 which 
is less than the Gtni cocfricicnt for rural 
Karnataka at 1) 292 I Pal and Pant 1993)." 
Thus, i f iiKome-dcpondeni pnee di ffercniials 
exist within ihc potter eummuniiy. one would 
expects this to he even more true of the 
general population with its greater 
heterogeneity. 

Only about 20 per cent of the piaiers 
practise piMlery now. and the itiajonty are 
wage labourers paid once a week. Wages for 
labour are between Rs 15-20 a day for men 
and between Rs 12-15 a day for women. 
About 4(1 per cent of the potter families in 
these villages own small plots of land, about 
75 per cent of which are of less than one acre. 
Most of the land is used to produce food for 
selt-cnnsumption. but in Ooru village some 
of the land is also used to raise mulberry 
leaves lo breed silkworms and cocoons - a 
risky but lucrative activity. Some potters 
also earn some money from dairy fanning, 
which typically involves keeping a couple 
of cows and selling the milk til a co-operative. 
A small minnrrty arcengaged in prof^essionaJ 
occupations including a school teacher, a 
bank manager, and a policeman. 

The average family in this community is 
not wealthy with nominal family incomes 
averaging Rs 314 a week which works out 
to Rs 79 per adult equivalent. Credit markets 
are also raiherresiricci ve. Commercial banks 
do not give consumption loans, and loans 
from private individuals and moneylenders 
typically involve annualised tnierest rates of 
200-400 per cent. Thus, poorer pollers, 
particularly those whoengage in wage labour 
as a primary source of income, purchase 
food when they have Ihc cash to do so. This 
is one of the reasons why Che fair price shops 
are rather ineffective. The entire allocal^ 
nikm in these shops has to be purchased 
once a month. Many ofthepoordo not have 
the cash on hand forihisand are conscquemly 
forced turesMt to the open market. Moreover, 
the fair pnee shops in these viliage.s do not 
always have fu^ in slock, and do not 
always sell what they have at the government 
regulated 'fair price'. Even on good days 
when the fair price shops are relatively well 
Slocked they sell rice and some sugar’ of 
such poor quality that it inspired one 
respondent to say. *1f I want to eat uones 
and maggots I can pick ilmnoff the ground 
and don't have to buy them from ration 
shops" Thus, the pubhc distritMtion system 
israiherinerraiiveandhoiisctioldipua'hase 
almost all iheir food in the open market. 
The ineffectiveness of Ifce public 


households to make their purchases when 
they have cnoughcasli on hand. Consequently 
they often Itavc to purchase food in extremely 
sm^l quantities. Consider the purchases of 
a young couple with a four-year-old child; 
they buy 7 kg ol jxxir quality rice, small 
quantities of dal - 100 gms of toor dal, 100 
gws of horse gr.mi (huiii), and 1(X) gms of 
Bengal gram - along with 100 gms of cooking 
oil and a few vegetables during one weekly 
shopping tnp. Toor dal, which usually costs 
about Rs 2K a kg, costs Rs 3.50 fora pureha.se 
of 100 gms increasing the unit price by 25 
per cent, horse gram which usually sells at 
Rs 6 per kg, is .sold at Rc I per 100 gms. 
a unit price mark up of 40 per cent, and 
Bengal gram is .sold ut Rs 2..50 for a 100 gm 
purchase which is murk up of 15 per cent 
above the price per kg. Rice, vegetables and 
cooking oil do nut show much of a mark up, 
and yet, because of higher pulse and legume 
prices, this household paysconsidefably more 
for the hoskci of goods that it purchases, 

I foundihat similar mark ups werecharged 
for many other commodities purchased in 
small amounts, and while prices of goods 


sold in smaller quantities were not posted, 
they were well understood by both buym 
and sellers, Interviews with individuals who 
did Ihc food shopping (usually one of the 
adult women) revealed that ih^ were well 
aware of the higher unit prices that they were 
paying by makingsmall purchases. However, 
they expressed a great deal of helplessness 
about the situation saying that the lock of 
a steady cash Dow made them unable to find 
the money to buy food in large enough 
quantities lu take iMJvamage of lower prices, 
^me households, usually connected by close 
kinship tics, form shoping groups and pool 
their rc.sourees together to purchase food in 
larger quantities in order to take advantage 
of lower unit prices. However, the oppor¬ 
tunities for this arc limited. Time constraints 
and irregular incomes make it difficult to 
co-ordinatcagroupshoppingtrip. Such shop¬ 
ping groups require relatively long-term 
commitments by participants to be sustain¬ 
able and the uncertainty and irregularity of 
incomes make commitments difficult. 

The .shopkeepers who were interviewed 
Justified the higher unit prices they charged 


Tasle I: Means am> Standaxd Dcviatiunsof Vaxiailes 


Variable 


Number of 
Observations 

Mean 

Standard 

DeviuuHi 

All goods pnee index 


■3H 

99.241 

1.3.106 

Open marfcei pnee iinlex 


' 138 

99.767 

1.3.377 

B^a village 


138 

0.442 


Ooni village 


138 

0.304 


Halli village 


1.38 

0.254 


Nominal weekly household income (Rs) 

1.38 

314.593 

307.463 

Per Capita nomiiial weekly income (Rs) 

1.37 

79.407 

47.483 

Real weekly household income adjusted with 




All goods index (Rst 


1.38 

3.3.3.781 

.171.513 

Open market index (Rs) 


136 

338.062 

364.603 

Real per capita income iutjusied with 




All goods index (Rs) 


137 

82.934 

35.861 

Open moikei index (Rs) 


135 

82.734 

56.175 

Number of adult equivalents 

139 

3.842 

1.524 

Land owned by the family (ncrex) 

152 

0.588 

1.223 

Open market good ncc 

Price per kg (Rs) 

45 

B.ltl 

0775 


(}ty purchased (kg) 

138 

3.318 

5.435 

Fair price rice 

Price per kg (Ki) 

47 

3.293 

I.II9 


(}ly purchased (h||) 

138 

i.U7 

5.326 

Poor raw sugar 

Pnee per kg (Rs) 

33 

10857 

1.165 


Qty purehased (kg) 

1.38 

0307 

0.391 

Good row sugar 

Price per kg (Rs) 

.39 

10.9.36 

1.960 


Qiy purchased (kg) 

1.38 

0.310 

1 356 

Tour dal 

Price per kg (Rs) 

122 

27.049 

7.449 


Q(y purehaicd (kg) 

138 

0J02 

0.284 

Bengal gram 

Pnee per kg (Rs) 

104 

19.291 

5.134 


Oiy purchased (kg) 

138 

0223 

0.216 

Black gram 

Price per kg (Rs) 

40 

17.700 

5608 


Qty purchased (kg) 

138 

0.093 

0.188 

Mooagdai 

PiKe per kg <Rs) 

77 

14 723 

6.644 


Qty purchased (kg) 

1.38 

0.364 

0422 

Fbi beaas 

Proper kg (Rs) 

15 

9.047 

2,992 


Qiypurchiiied(kg) 

131 

0„3)4 

V..342 

MiA 

Price per liw of (Rs) 

96 

6.174 

1.70.3 


Qiy purchased (Um) 

138 

IJ04 

Ii6l 

Rrioe peregf (Ra) 


64 

1.324 

0328 

Qiy of eggs pwchasad 


131 

2.797 

9.792 

Cooking ail 

Price per kg (Rs) 

116 

40.447 

7,031 


QiypiiRiii^(ki) 

I3t 

0.399 

0.160 



